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GROUP IIEETING \ JUly 12, 1938. 
9:30 A. Jl. 

Present: 

H.I(.Jr : 

Taylor : 

Lochhead: 

B.K.Jr: 

Taylor: 

B.M.Jr : 

Taylor : 

H. !l.Jr : 

White: 

B.K.Jr: 

Lochhead: 

B.K.Jr : 

llr . Magill 
llr . Oliphant 
Jlr, Gaston 
llr. Taylor 
llr . Baas 
llr . White 
llr . trpballl 
llr . Banes 
llr. Gibbons 
llr. Lochhead 
llr. Bell 
llr . McReynolds 
Mrs. IClotz 

China ' s coming in at eleven fifteen- Archie, 
and Taylor; White . Same deal? 

(Nods "Yes . ") 

Yes, I thi.nk about the same, as far as we can 
see - just carries them through the next two 
and a halt months • 

Want to increase it? 

(Nods "No. ") 

Want to decrease it? 

(Nods "No . n) 

Barry. 

Same rate. There • s s011e turther informati on 
Archie woUld like to get trom them. 

Prom them? 

Of course, we ' d like to know what amount they 
really have got i n London and what f orm it is i n -
i t we have a r i ght to ask them. 

WlJT DOt? 
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White: 

Taylor: 

Lochhead: 

H. l&.Jr: 

l'lhite: 

H. M.Jr: 

Magill: 

R.M.Jr : 

!.lagill: 

R.M.Jr: 

Hanes : 

liagill: 

- 2 -

They've got stories of having a hundred million 
on collateral, Archie says, which is a hundred 
million ounces . 

We asked them that before and didn't get anywhere, 
to my knowledge. 

It was rather indefinite. They have left about 
a hundred million there now. There's some talk 
about there being a hundred forty over there. 

Well, you can ask them anything you want . 

It 1 s important to know just what they have, because 
when t hey stop there are certain things t hat will 
have to be considered . 

Well , get a - have some questions and put them on 
my desk. 

(Nods to Ur. Uagill. ) 

I had a talk with Graves yesterday, and later with 
Mr . Arundel , the Chairman of the Board of Tax 
Appeals, about their cooperation in this decentral­
ization program of our~ all of which seemed to 
work out very satisfactorily. We need to get 
quite a little help out of the Board if the 
things are to work properly. VIe are having to 
set cases down on definite calendars , and conduct 
almost constant hearings in New York, at least 
during the fall. They seem to be prepared to 
help along on that, satisfactorily. 

What else? 

Well 1 • • •• 

Did Hanes sit in with you on that? 

(Nods "No . n) 

No. He ought to sit in with Graves pretty soon, 
to get the feel of the things 1 I think. This 
came up very quickly; Arundel is going away and 
asked me to have lunch with him, and I thought it 
made an excellent opportunity to put the heat on 
him with respect to some of these matters we wanted 
him to do, so I got Graves over and worked it out 
that way. 

3 

Regraded Uclassified



I 4 
- 3 -

H.K.Jr: Well, I think Banes ought to be the one . 

ILagill: Yes, I think so too. I 8.111 sti ll - I had a session 
with Hanes a while bef ore you lett, with respect 
to tax work for next year. 

H.M.Jr: What are we doing at ten thirty? What's this 
meeting with Helvering at ten thirty? Jus t to 
get together? 

Hanes: Yes, that's all; you arranged that Friday. 

McReynolds: That 1 s merely to bring in the boys who are in 
charge of the New Yor k Office. 

H.N. Jr: No. 

McReynolds : That ' s differ ent . 

H.N. Jr: Why could.n 1t they follow that meeting; why 
couldn't they be here at ten forty-five and do it 
all at one time? 

Klotz: You want to call them now. 

H.M.Jr : Yes, ILac can step out. 

McReynolds: Get Helveri ng and t hese two boys that are going 
to set up the New York Of f i ce. 

H.M.Jr: Plus Harold Graves - at ten forty-five. 

llc.Reynolds: I'll call them. (Leaves the room. ) 

H. N.Jr: 

ILagill: 

B.lol.Jr : 

Hanes : 

H.ll.Jr: 

1Lag1ll: 

See? And then as long as we are doing that -
are you going to be here at ten thirty? 

I think so. 

You be here? (Hanes) 

(Nods !!yes .") 

Now, while I'm doing that, I want to do that on 
taxes. Well, I can get you and Haas - we'll talk 
i t over at ten thirty - I mean, people like 
Blough, and your un - Shoup - they're all around 
the office - we can get them, couldn' t we? 

Yea - anyt:lllle we want to. I think it would be a 
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H.M. Jr: 

Magill: 

- 4 -
• 

good idea, if you can work it in, be.fore you go, 
to have a half hour, or hour ' s session with respect 
to tentative plans for next year ' s tax legislation. 

Well, it can't be an hour . Let's see how we get 
along from ten thirty to ten forty-five. I mean -
forty-five minutes . We can get those fellows 
in then. This other, we can have at eleven 
thirty. 

(Mr . Kieley comes in.) 

Have you reached the Chinese Ambassador yet? 

Kieley: Yes sir. 

H.U. Jr: Suppose you call him back and ask him 
if it would be just as convenient at ten thirty. 

Kieley: Yes sir. Ten thirty. 

H.IJ. Jr: I mean el even thirty. 

I wouldn't think it would take so long. 

(Mr. McReynolds corues in. ) 

llcReynolds : There ' s one man in New York. I think he was 
sent up there Sunday. 

H. ILJr: 

YcReynolds: 

H.".Jr: 

licReynold s : 

H. N.J r: 

McReynolds: 

H.M. Jr: 

Well, somebody wants me to see them. 

I was the one. 

Can you bring them down tomorrow? 

They are going to caJ.l John Kieley back, and let 
him know for sure. 

If they are not, I•ll make it ten thirty tomorrow. 
That will be who, l(ac? 

The Commissioner, Mooney, Hanson - those are the 
two men t hat will be in charge of the New York 
Office - Graves, Mr. Magill, a nd Mr . Hanes. 

0 . K. You fellows hold ten thirty tomorrow open. 
All right? 

5 
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Hanes: 

Magill: 

H.!4.Jr: 

Magill : 

H.t.I.Jr: 

Oliphant: 

H.!.I. Jr: 

Gaston: 

lolagill: 

R.ll.Jr: 

Klotz: 

H.JII •• Jr: 

Uh huh. 

(Nods "Yes,n) 

What else? 

That's all. 

- 5 -

Hello, you monopolist . 

Did .you ~~t _your list of books? 

Oh sayl· i!l!'t;n, what does he think I wa.nt to 
do - study to become a librarian? Listen, with 
the exception of one book - I 111 take the •• • •• 

- • • •• and intellectual, and he read 
that list through, - "You don•t want that list." 

He ' s connected with what publishing firm? That's 
a terrible list . Oh terrible. Take my wife -
she never even heard of any of the books, let 

6 

along ever read any of them. Tell him "Thank • 
you for the compliment." 

Herbert, call up Harry Sherman, of the Book-of­
the-Month and ask him to give me a good snappy 
list, will you? 

Yeah. Yeah. (Laughter.) Is he the same Harry 
Sherman who's writing these anti-administration 
tax articles for the New York Herald-Tribune? 

No . 

He's the head of the Book-of-the-Konth Club. 
I know he'll give it to me. Tell him" to send me 
down a good snappy list . 

This (list) is special. 

Let ' s leave that and then we'll get Harry 
Sherman' s list . 

(Speaks aside to Krs. Klotz.) 

I bought that one (indicating) - (title inaudible . ) 
I bought that. 

A1l right. 
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Oliphant: 

R.M.Jr: 

Oliphant: 

H. U.Jr: 

Oliphant: 

R.:&. Jr: 

Oliphant: 

R.M.Jr: 

Oliphant : 

- 6 -

In that last report on the monopoly thing, I -
there was a tax state.ment Peoples and I 
worked out ••• •• 

I can't hear you . 

In the l ast report, at the last meeti ng of t he 
monopol y thing, I at t ached a tax statement 
Peoples and I worked out, as a basis for discus­
sion. 

I haven't got it yet, Herman. Maybe they mailed 
it to me. They did once . 

(Rands H.M.Jr. copy of statement.) 

All right. What else? 

Well, •• • • 

Did you fix up your assistant for Ed? 

TietJ~ That ' s a very good man. 

H.M.Jr : Did you o. K. his hiring an Assistant to Ed Foley? 

McReynolds: (Nods "Yes . ") 

H. l4 . Jr: What's his name, Berman? 

Oliphant: 

H.M.Jr : 

TietJens . T-i-e-t-j-e-n-s . 

Anything else? Do I have to read this (tax 
statement)? 

McReynolds: Herman' s hiring this man; he ' s just a r eplacement 
for one of the boys he lost down there in the 
same office . Herman always gets a little the 
best of it though • . He lets a four thousand boy 
go and wants a six thousand boy in his place . 
Otherwise, he's getting to be a pretty good boy. 

Oliphant: \Vhen Clarence was there he had Bernie to help him. 

R.M. Jr: Don' t explain, Berman. You'll get yourself in 
trouble. 

All right. Herbert. 

1 

• 
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Gaston: 

R. /4. Jr: 

- 7 -

I talked to Thomas, over in the State Department, 
who is taking McDermott ' s place, about this press 
conference the Secretary of State held in 
connection with a trade agreement with Great 
Britain. He got himself in bad, and Thomas was 
very apologetic about it. He wanted to know if 
he shouldn't have th!l Secretary hold another press 
conference today and clarify the thing. Wbat was 
said was something like this. A reporter said 
that the dispatches from New York today say that 
on the exchange market the British pound declined 
as a result of rumors that the trade agreement 
that will be signed will fix a ratio or $4. 86 to 

,$4.87 for the pound; and Hull said, "Well, that's 
more in line With the Treasury Department's 
responsibility - purely monetary phase," and 
then he went on to say that in his judgment if the 
trade agreement agreement is signed, it will be 
a great factor in res~oring trade. A little 
later a fellow asked him a rather tricky question; 
he said, "Would you go so far as to say that a 
trade agreement will be concluded apart from any 
monetary arrangement?" 

(Telephone rings . ) 

Excuse me. Hello . 0 . K. Hello. Hello, Bill, 
bow are you? (Conversation with Ambassador 
Willia.m C. Bullitt at 9:44 a .m., attached.) 

8 
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H.M.Jr: 

Vlilliam c. 
Bull1tt: 

H.II.Jr : 

B: 

'R. IJ.Jr : 

B: 

H.I{. Jr: 

B: 

H. I{.,Jr: 

B: 

R. /.I .Jr : 

B: 

!f.M.Jr: 

B: 

H .~ . Jr ; 

B: 

R. /1 . Jr: 

B: 

H.!J.Jr: 

B: 

Hello. 

July 12, 1938. 
9 :44 A. 1.1 . 

Hello, Henry, how are you? 

Hello, Bil l, how Are you? 

Fine . 

Ah -Bill .... 
Delighted that you•re coming ove.r. 

Pardon me. 

I say I 1m delighted you're coming over . 

Wel l , so are we. Ah - ah, Bill, I got your letter 
about, ah, your kind offer to have a luncheon on 
Sunday. 

Yes. 

And I talked it over with the family . 

Yes . 

And this is what we t hought we 'd do in view of 
your l etter. 

Yes . 

That we would spend, s ay three days in Paris 
instead of one. 

Two days. 

Three . 

Three . 

Yes . 

Yes . 

9 
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H. II.Jr: 

B: 

H.M.Jr: 

B: 

H.M.Jr: 

B: 

H. tl .Jr: 

B: 

H. r&.Jr: 

B: 

H.M. Jr: 

B: 

H.IJ.Jr: 

B: 

H. ll.Jr: 

B: 

H.14.Jr: 

B: 

R.M.Jr: 

- 2 -

And then possibly not come back on our way back 
at all. 

Yes. 

Now, would that be agreeable to you? 

That ' s entirely agreeable to me, Henry. Anything 
that suits you best . 

Well, the children say that they want more time 
in Paris . 

Yes. 

And inasmuch as I'm - ah - want them to enjoy 
the trip, why, I think we•ll spend three days. 

Yes . 

And, ah, I ' m more t han willing to put myself in 
your hands. 

Well , now, Henry. If you ' re going to be here 
for t?ree days , • •• • 

Yes • 

•• • ah, ah, would -would you like me to get 
together almost all of the political people of 
any importance? 

I think it would be grnnd . 

All right . Now, ah, would you - ah, how many 
youngsters have you got with you? 

Well, I have two sons , one twenty-one and one 
nineteen. 

Yes. 

And my daughter, fifteen. 

Yes . 

Ah- • • •• 

10 
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C: 

H. JJ.Jr: 

C: 

H. :&.Jr: 

B: 

H. ll. Jr: 

B: 

R. ld .. Tr: 

B: 

H. IJ.Jr: 

B: 

H. 'i ,Jr: 

B: 

R. il . Jr : 

B: 

H. LI.Jr: 

B: 

- .) -

That's perfectly fine . 

Vlell now, Bill, don' t you think vte •d better go 
to a hotel , see - we 1 re going to be ther e t hat 
lengt h of t ime? 

Not a bit of it - I ' ll tell you what I ' ll do. 
I ' l l simply hold the establishment in town. 

No, but would - it, it, it - it's asking really 
too much. , 

"" No, not at a ll; it' s no trouble at all. All I 'll 
do is simply to, ah, have the town house to stay 
ope .1, and you can stay at t he town house, and 
there's plenty of room f or everybody. 

Vlell, now - ah - Bill, I - I , ah, I , I - really, 
I feel as though it ' s t oo much. 

No, it ' s not too much at all. It ' s perfectly 
easy. Well then, I ' ll change your r eservations . 

Yes . 

And you'll get down, ah - ah, you ' ll get down 
to, ah, ah - Antibes two days l a t er . 

Yeah. We - we'l l spend the, ah, twenty-fourth, 
twenty-fifth, and twenty-sixth. 

Yes. 

And leave on t he night of the, ah, twenty-sixth; 
is that right? 

Yes . All right, that ' s fine, Henry. 

Is - is that right? I think that ' s - we get in, 
yes - we get in there to Paris l ate the night of 
the twenty-third . 

Yes . 

And we ' ll spend the twenty-fourth, the twenty­
f ·tft h, and leave the afternoon of the twenty-sixth. 

All right; that ' s perfectly fine .. 
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And - and, ah - 1f it - if you could have 
somebody change the reservations . 

Yes, I ' ll do that; I ' ll change all the resorva­
tions . 

And I - I don' t think I ' m going to Engl and at 
all, Bill. 

Yes . 

See? 

Yes , I see, Henry. 

I don1 t think I ' ll go there at all . 

And then I will - I'll get you reservations for 
the evening of the twenty-sixth instead of the 
twenty- fourth . 

The evening of t he twenty-sixth. 

Yeah. 

Yeah. And if somebody could let the hot el know, 
also. 

Yes, I' 11 notify everybody. 

Aid , Bill. 

Yes . 

If there is a luncheon for the - which will be 
for the men. 

Yes . 

Ah - and i t was possible, I 'd l ike my t wo sons 
to be with me. 

All r i ght, fine . 

See? 

Yeah. 

12 
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Because the whole purpose of t his trip is •••• 

The only r eason I thought of having a men's lunch­
eon was because I t hought you ' d just be here 
for one meal , and would want to see so many people . 

Well ••. . 

There isn1 t - ah, there isn• t a f aintest reason 
we s hould have a men' s luncheon, because we •ll 
now have time to put in people a t differ ent 
meals . 

Well , ah, I -I, I · - I 1ll - I'm more than willing 
to leave it entirely in your hands . 

All right . 

Just don't rush me too much. 

Well , that's fine . 

Remember I ' m an old man. 

All r ight. Fine . 

All right . 

You don't get her e until l ate in the evening of 
t he twenty-third, do you? 

Yle get t here the late evening of the twenty-third . 

Yeah. So really what you havu is the twenty-fourth 
and the twenty-fifth. 

And the boys want to know al ready what can they do 
Saturday night in Paris? 

Well, let them go into town and don't - don't 
bother them. 

All right . (Laughs) Thank you so much. 

Fine, Henry, God bless - look here, things are 
going much better, ar en't they? 

What ' s that? 
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1 say things at bome are going better, aren' t they? 

Oh yes. If you remember, I was foolish enough to 
forecast that there wou1dnt t be any busted 
railroads for a month. 

Yea b . 

Well , it still is good. 

Well , bow about it, Henry - not going to bust 
now? 

Well, I wou1dn 't want to go on record, but -
but everybody feels much more comfortable . 

Yeah. 

And the President' s trip out West seems to be a 
great success. 

That's fine . 

Yes. 

Well , goodbye, Henry; good luck. I ' ll look forward 
very much to seeing you. 

Thank you. 

Goodbye. Goodbye. 

• 
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I certainly gave him plenty or opportunity to 
fall out or having the f amll.y. That was the 
main purpose - I mean, for all of us to descend 
on him - but he insists on opening his Embassy 
in Paris. I think it will work out, and we don't 
think we'll come back at all. We're going to 
drive up along the Italian border in to Chamonix, 
into the French Alps , and come out that way. 
We may go i nto Holland and Belgium, and then 

, and not go into New York. I can't say 
it in French - the Alpine drive from the Riviera 
down through.a town called Barcelonnet te. 

I 1ve been 1n on the other halr or it, from Italy, 
up. 

You go up, almost over three or f our t housand 
meters . 

Go over the Marseille Pass when you come up from 
Italy. 

VIe didn ' t think we 1d come up through Paris at 
all, so we compromised on three days while we 
are t her e . 

Herbert, you were talking about ..... 
Yes. Well , here' s where Hull put his foot in 
it; they asked him this tricky question - wwould 
you go so fa.r as to say that a trade agreement 
will be concluded apart from any monetary arrange­
ment?" and he said, "You may r ecall that it ' s 
been the policy here all along to carry on the 
strictly trade agreement side, here in the 
State Department. Along parallel with it is 
the question or exchange stability and more 
permanent monetary arrangements . You will have 
to speak to the Treasury about them." 

That carries the plain implications that t here 
are new monetary negotiations going on. Thomas 
was in great difficulty trying to explain what 
Bull meant by that. He went back and talked to 
him about it and the subst ance of his talk was 
that Bull merely meant to say that the trade 
agreement itself would result in greater exchange 
stability as the r esult of increased trade, but 
as to the exact monetary arrangement, that was 
up to t he Treasury Department. 

16 
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Just for the record, I called Mr. Gaston last 
ni ght and asked him to do this for me, see? Just 
for the record, and here ' s Sid Olson's storr in 
the Post. (Washington Post, July 12, 1938.) 
Put that in the record please. 

(The Olson story follows:) 

l'S 

"STATE DEPARTMENT QUELLS RUMOR OF MONETARY PACT 
WITH BRITAIN" "Misconstruction of Hull Retaark 
Blamed for Report of Contemplated Accord; Venezuela 
Tariff Treaty Negotiations Opened ." 

"By Sidney Olson. " 

11The State Department last night scotched rumors 
Secretary of State Cordell Hull had indicated a 
monetary agreement paralleling the proposed 
Anglo-American reciprocal trade agreement is 
contemplated . 

"Confusion arose over a misconstrued press-con­
ference remark by the Secretar y to the effect 
that greater monetary stability was a natural 
corollu.ry to the lovtered trade barriers which 
are a consequence of a reciprocal trade agreement. 

"Some observers took the view Hull had indirectly 
confirmed reports da tine from last Air 11 that 
some revision of the present tripartite monetary 
agreement is a part of the Ad~nistration•s vast 
economic program. 

"Present Pact Satisfa ctory. 

"A majority of Federal financial officials, how­
ever, held there is no present pressure from any 
major source to r evise the flexible and until 
novt satisfactory tripartite agreement on stabiliza­
tion of t he currencies of England, France and the 
United States, that agreement has been on a 24-
hour basis evei· since its inception, it was pointed 
out, and even the Uay 5 devaluation of the French 
franc by Premier Edouard Daladier did not affect 
the monetary accord . 

"This situation, based almost entirely on hot 
weather speculation, was immediately coupled in 
soma quarters with the impending trip abroad of 
Secretary of the Treasury Henry Morgenthau, Jr., 
who leaves Friday for London and Paris before 
vacationing in southern France . 
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wvenezuela Negotiating. 

"It overshadowed t he immediate news from the 
State Depa rtment that formal negotiations are 
now commencing for a r eciprocal trade agreement 
with Venezuela. Others are under way with Grea¢ 
Brit ain, Ecuador, Turkey and Canada . Negotia­
tions with Canada , with which this country 
concluded i ts first ma jor trade agreement in 
November, 1935 , are intended to broaden its scope 
end key it into the huge contemplated agreement 
r11th Great Britain. 

•Seventeen trade agreements in all have now been 
concluded, with Belgium, Brazil, Colombia , Costa 
Rica, Cuba, Czechoslovakia , El Salvador, Finla nd, 
France, Guatemala , Haiti, Honduras, The Nether­
lands , Nicaragua, Sweden and Switzerland. 

!7 

"Reports from New York and dispatches from abroad 
concerning a possible parallel monetary agreement 
to the British-American trade agreement had said 
the dollar would be placed agains t t he pound 
at a valuation of $4. 86 or $4 . 87 . For many months 
the pound has been somewhat weaker than that 
point, having dipped below $4. 90 . Closing 
figure yesterday v:as $4.92 7/8. The r eports 
began in the belief t he pound is weakening. 

"Changes Held Unlikely. 

"Officials her e , noting the long-continued influx 
of British gold into this country has slowed to 
almost nothing, said t he Br itish have worked 
harmoniously with t his Government to keep t he 
currencies in close relationship, with t he 
flexible working agr eement s erving to impl ement 
necessary operations in the market . 

"While not willing t o make long-ranee predictions , 
the officials said t ha t at least f or the present 
t here is no probability of a change in t he present 
monetary accord , as t here is no reason of ma j or 
importance f or disturbing t he existing parity in 
the currencies. Th~y cited t he French pinning of 
t he franc t o t he British pound sterling at 179 
francs to t he pound - third devaluation of t he 
franc since the Viorld War - as a n example of how 
even the most sweepi ng operations can be carried 
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off successfully in conformity with the theory 
of international monetary stabilization. 

" Hull , whose misreported remarks gave rise to 
considerable speculation during the afternoon, 
referred all fUrther inquiries to t he Treasury . 
Uorgenthau, who yesterd.ay attended the funeral 
of Supreme Court Justice Benjamin Cardozo, in 
New York, was expected to return to Washington 
today to clear his desk for his departure Friday." 

How often does Mr. Hull have trade agreement 
press conferences? 

I don't know; it ' s his regular press conference. 

They have a regular press conference every day 
over t here . 

I think he ought to clear up - he ought to clear 
it up, because the Bank of England had to give 
out a statement on this thing. I spoke to Archie 
early this morning about it . 

Ther e was a very heavy turn-over in t he London 
markets this morning . There was some form of' 
agreement in process which \.ould bring the 
sterling rate down to the old parity. The Bank 
of England said to us they had intimated to the 
market they knew nothing of any such arrangement. 

High officials stated - t he Secretary said, 
"That is rather UJ!Usual." It showed that the 
rumor had taken great force . 

That rumor preceded his press conference . It was 
put up to Hull at the prass conference. The way 
he answered it t ended to give weight to the 
rumor . 

The rumor has gained weight the last three or 
f'ct'!Z' days. 

I think he ought to straighten it out, but I'm 
afraid he'll gum i t up some more. 

Wayne, you want to get in on this? 

I saw the story 1n the Post this morning; Olson 
handled it very well . 

!8 
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I talked to Olson and some others; I told them 
I kneYI of no ar r angement s dii'ferent r r om the 
present arrangement . 

Why not let 1 s let it r i de and see what happens 
to sterling . How is it now? 

Ster ling is more or less steady now . I imagine 
you will be getting inquiries . 

I don't have a press conrerence until Thursday . 

Well , the market has turned around and gotten 
steady now. 

Thomas wants me to call him back arter t alking 
to you and let him knoYI whether Hull ought to 
open it up at a press conference today . I 
doubt that he ought to ca ll a press conference 
ror that purpose . 

I doubt it. But I think tha t 1f he has another 
opportunity to hit it he oucht to hit it again. 

Without calling a press conference ror it . 

I think t hey have a press conrerence every day , 
and he can very easily r epeat what is in that 
Olson article without making any other comment 
on it. "I ' m sorry I was misunderstood; I 
s imply meant the Treasury t akes car e of monetary 
arrangements . " 

Will you get in to me - when you come in on the 
Chinese, bring me the little paragraph t hat ' s 
in all of these trade treaties, on t his leeway 
on foreign exchange . You know, that paragrHph. 
V/111 you bring me in t hat thing - will you? 

(Nods "Yes . n) 

19 

The paragraph covering that in the trade agr eement -
bring t hat in, Harry . 

The paragraph covering t he general trade agreement. 
In that connection, the discussion which is 
apparently going on, indicates t ha t t hey would 
like, and rather expect, sterling to drop. 
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Who? 

The British, and those engaged in the trade 
agreement, from the general talk, seem to be 
concerned as to what our attitude would be in 
case of a drop, and from the discussions in 
the Bri tish financial circles, it ' s common 
knowledge they are worried about their unfavor­
able balance in trade, and I think we ca.n expect 
the~ will do nothing to stop the decline down 
to $4. 86 or $4. 88 - something like t hat, withi.n 
the next short per iod . 

Are you sure of that, Barry? That that's to 
t heir interest? 

I should do t hat if I were in their place . I 
believe that implicitel y . It's greatly important. 
I wouldn ' t give it too great a significance, 
either to thei.r interest or adversely. It would 
be to their interest. 

It 1 s a bad thing for us . 

From their point of view, I mean. 

The general dope i s , Harry, that t hey had just 
as soon have it where it was , until t hey have 
completed certain amounts of purchases for 
their rearmament progr am. After that happens , 
they 'd just as soon have it ease off. 

Except their armament purchases are going to 
extend over a longer period of time, and they 
seem to be disturbed about the fact that t he 
trade is going against them. I mean, they do 
not regard it as a prime important factor, in 
any sense , and they would like to see it ease 
off and they will do nothing to stop it, which 
they easily could stop it. 

I don't know how many millions of dollars of 
sterling was bought during this rumor period; 
we were talking about - we were going to increase 
the price of gold. Ther e were millions and 
millions of dollars . The natural t hing i s, 
these people tried to get t heir dollars together 
and sell sterling, and that readjustoent period 
i s on now. Is that right, Archie? 

20 
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They are giving up a certain amount of gold 
and a cert ain amount of foreign exchange . See, 
they could, i f they want ed to , do more, but they 
are doing enough. 

They could stop it , but they don ' t udnd it 
going down a little, and I think they'd be a 
little happier if it gradually went down 
wi thout them being subjected to the charge that 
t hey are pushing it down. 

Well , I think, again, we 1ve got to watch our­
selves and s ee that they don ' t pull t he wool 
over our eyes. But I am gl ad that Mr. Hull's 
press man is di sturbed, and you can say to him 
that I was equally disturned, but - and I think 
that IAr . Hull - if he had an opportunity to 
correct it, - not correct it but amplify his 
statement, I'd apprecia te it very much. 

Yes . 

Herbert, this story of Alfred Flynn's, in which 
it says I •ve got these bank exaudnations on a 
temporary basis - it has disturbed JAr . Jones . 
Would you see llr. Alfred Flynn and have a little 
tal k with him? 

They called me the night this came out . I didn't 
know they bad - they didn't tell me who had this 
story, but I told them it wasn't correct . 

Tell JAr. Flynn it i sn' t correct and while I 
reali ze it is summer and they haven ' t had any 
week-end stories , and all that, I 'd appreciate 
it if he wouldn' t do it at my expense. 

Of course, he didn't just pick this out of the 
air. 

Oh no l 

This was fed to him. 

I know, and I haven ' t been in Washington for 
five year s for nothing, either, but I still think, 
in ki ndness to IAr . Flynn, I think the thing to 
do is to send for him end if he wants t o get back 
to a Federal story, that's his business . That ' s 
playing on the level with him. 

21 
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In addition - I 1m not saying-on that same 
sub j ect, why, Mr . Eccles and Kr. Jones think it 
would be advisable for you to deny that as hard 
as possibl e . 

No, I 1m not going to do that . No . I ' m not 
going to do that. Herbert will handle i t . I 'm 
not going t o . I can' t keep up with t hese boys 
that ar e interested in bank examinations; I 
just can 1t keep up with them. I mean, it's 
just t oo mu~o . Herbert can do it. 

""""' -V~t I 1ve tola the boys who asked about it -
t hey asked me whether t his was temporary or 
permanent or for trial period . I told them 
nothing was ever permanent but these were not 
put in for trial periods. Later, if we found 
some bugs in it •• •• • 

In the room her e , did it come out of the 
F . D. I . c. or out of the Comptr ol ler ' s Office? 

That ' s right. (Laughter . ) 

All right, Herb, go to the end of t he cl ass . 

Which shop? 

I agree with Herbert. 

All right - if you don ' t want to play. 

It might have come out of both. 

Flynn's on vacation; you'll have a little trouble 
getting him. 

Well , he can ask for Flynn and if he isn' t t here 
then whoever the Washington manager is . 

What else? 

That • s all . 

Mr . Hull asked me to have lunch with him today 
and thei r Royal Highnesses, so l unch is off today. 

So does Kr . Jones - he wanted to beg off on that 
too. 

22 
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Fine. What else? 

(Nods "Nothing. ") I think that thing has more 
important implications, not on any row, but on 
the credit structure, than would appear at first 
flush . · 

Listen, I am practically on the Hohland-America 
boat . I am just sort of in between. 

The New York Times commented on i t this morning, 
and regards it as a victory for the Secretary 
of the Treasury. 

Well , I still will let my able public rel ations 
gentleman, Mr. Herbert Gaston, handle that. 
It' he will handle that as well as be did Mr. 
!lull's faux pas. Huh? 

That required rating of yours is included in the 
Anglo-French dictionary, if you're practicing. 

What else? 

Lots of curiosity about the Chinese. 

Well , we ' ll see them. 

Georgie? 

Some cabbage, syrup, and fresh tomatoes. 

What else? 

That's all. 

Harry, you old optimist. 

We'll pass that. 

Before you go, would you like a written or oral 
report on the French situation to d~te, and t he 
Far Eastern situation? 

Does that come under the r eading of detective 
novels? 

The French might. 

• 
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Yes . Yes . 

Which would you prefer . Something you don•t 
have to read or something you have to listen to. 

As Gaston says - both. 

There are two articles - one in the British 
Economist - on the United States that I think 
somebody in the Administration ought to handle . 
The British Economist is read by certain groups, 
as you know, and since you are going to be in 
Europe, particularly, I think that article is 
rather an unfortunate one, and I think some day 
the Administration ought to answer that. 

Will you discuss it with Herber t right away? 

And I 1d like to see you for a minute on some 
other things. Then there was a recent r eport 
that came out on Japa.n. 

Three fifteen . (To Mrs. Klot;~:) Today? 

(Nods 11Yes . n) 

Harry, call Urs. Klotz about - when I come back, 
I ' ll have you on a temporary list for this 
afternoon. 

Good. The gold production in Japan has been 
stepped up very substantially so that they - it 
is estimated they will produce about seventy 
to eighty million dollars worth of gol d next 
year, and they have cut their T•• • •• 

How much gold? 

From seventy to eighty aillion. That ' s the most 
optimistic estimate, but it seemb to be some­
where near what is reasonable. I mention it 
only to indicate that her exchange problem is 
being well met . Her problem - her chief problem 
now is maintaining adequate stores and adequate 
imports of raw materials, not for the Chinese 
war but for any rushing difficulties . She has 
stepped up her gold, and moved down her adver se 
balance of payments so there is no reason to 
expect any serious exchange difficulties, 
rushing trouble doesn't come through. 
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Can you put S~h on that temporary list? 

This afternoon? 

(Nods "Yes . ") 

What else? 

That's all . 

John, everything under control? 

Yes sir. 

(Nods to Kr . Lochhead.) 

Mostly talk about the sterling dollar rate; the 
franc, under cover of this, is al so getting very 
weak and there is quite a change in spirits over 
there. They seem to be getting quite pessimistic. 
or course, you got that cable yesterday - but the 
market is rather disturbed . Secondly, the gold 
hoarding in London still persists, in spite of 
the fact they talked about devaluation or the -
there is still a steady demand for gold, and gold 
coins are demanding a premium, and apparently 
has no signs of let-up yet . 

Looking back over two or three weeks , is Europe 
on fire about s tocks? 

I 1d say no. 

About two million dollars worth on balance, the 
last we have r eports on, and before t hat t here's 
been net sales - so on the whole, you can say 
there are almost about zer o net sales in the last 
few weeks, - net purchases in the last week. 

Any trend on the net movement of capital out of 
this country? 
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It continued very ~dly the last week we have 
any r ecord of - the week of July 2 . 

Any record of those going out. 

It too is so small. 

I think it is so small' you can hardly cal.l it 
an outflow. 

(Nods to ur. Gibbons . ) 

Tremaine has been going to follow Lehman provided 
the General Counsel gives us an opinion that the 
Comptroller General can step in. 

Did you tell h1m the kind of opinion you wz ted? 

Yeah. 

26 

UcReynolds: Bets been working on it; it ' s just a question of 

B.I.I.Jr: 
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H.ll .Jr: 

whether our specifications are unreasonable . , 
It ' s a thousand to one whether it ' s favornble 
or not. 

o. K. What else? 

Well, it ought to be a good opinion. Whether or 
not the Comptroller General can step in after 
it - I ' d like to read that. 

Tbat is "Yes . " Huh? 

That ' s the safest answer . 

Before you go, I ' d l ike to talk to you about 
that Customs situation - Ballinger and I. 

Will you put Gibbons down? 

We can give it to h1m right now. Three fifteen 
tomorrow. 

Three fifteen tomorrow. All right . 

Out side of that, that ' s everything. 

Politics all r i ght ? 
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It ' s too bot to think about politics . 

Are you through? 

I think I'll go fishing after you leave, with 
some politicians . (To Mr . Oliphant:) Is Bob 
Jackson going to be in Washington? 

Be's on leave now; he'll be back the first of 
August . 

General !iooney, Buck, and that cro~ g~es up 
to Canada each year . 

Will you send a cable to Butterworth - as long 
as I'o going to be 1n Paris three days - so I'll 
get it that Uonday instead of Sunday? 

(Nods "Yes . ") 

(Nods to Mr. Bell .) 

I think I • 11 have those expenditure figures 
sometime tomorrow; they 111 be in the rough and 
will not be in the chart . I don•t know how long 
it will take George to put them in chart form . 

All right . 

27 

And t he Pres ident will get the bad news on the 
Budget this afternoon 1br tomorrow morning' s papers . 

That ' s the Budget ' s own stuff. 

Yes. 

All right . What else? 

Ah •• •• • 

Incidentally, .... 
Do I sign that or not? You and the President? 

I am releasing it. 

It doesn ' t go out over ., signature? 

It' s the President's statement and I release it . 

' 
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Gibbons : 

H.l.l • .Tr: 

Gibbons : 

Upham: 

H. !4 • .Tr : 

McReynolds: 

H.M. Jr: 
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What did Senator King want? 

I thought I paid t hat debt. 

I saw something complimentary in the paper about 
what King said about it . 

That raminds me, lfr. Secretary. Congressman 
Cochran is trying to reach me t his morning. 

28 

If he wants t he truth, t he man he wants to promote -
if he presses me much more I ' ll fire the man, 
because he ' s a crook. It' s jus t gotten down to 
t he basis - I wrote him a letter and told him we 
couldn' t promote the man. If he presses me, I'll 
just have to fire him. I don1t know Wl'\Y he 
wasn't fired a long time ago. Wl'\Y hasn' t he been 
fired, !lac? 

.Tack knows everything about him; .Tack is the 
one t ha t kept him out of j ail. (Laughter.) 
You can•t tell him anything else. 

o. K. We'll make him Warden. 

McReynolds: I told him in that l etter, we couldn't promote 
him. 

Taylor : He kept him out, but we •ve got t he business now. 

R.Y. Jr: 

Upham: 

H. !4 • .Tr: 

McReynolds : 

H.M • .Tr: 

McReynolds : 

H.M..Jr: 

McReynolds : 

All right. Let him call. 

He ' ll call me . 

Refer him to McReynolds . 

He's been talking to me about it for three years. 

llac? 

Have you been taking all of .Tesse •s money away 
from him over t her e at R. F . C. ? The l ast five 
mornings he • s called and wanted taxi service t'l'om 
his hotel, for an hour . I•ve given i t to him. 

No . 

He called this morning. 
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R.U. Jr : You don ' t mean it? 

WcReynolds : He started last Thursday - every morning since 
then, he 1 s asked t o have a car sent over to pi ck 
him up at his hotel , and he wanted to use i t about 
an hour. 

R.U.Jr: Well, keep givi ng it to him. 

McReynol ds : I told the boys to let him have it; every time 
he wants a car to l et hiJD have it . 

H. !4. Jr: How do you dope that one? 

WcReynolds: I thought maybe Dan and Wayne and yourself had 
taken all the money away from him and he didn't 
have any money for taxi fare . 

Gaston: He 1 s probably sent his car to Texas . 

McReynolds: I asked somebody - I ' ve for gotten who it was -
•Hasn•t Jesse got a Cadillac?" They said, "But 
Mrs . Jones is using that. • 

H.M.Jr : Just as long as Jesse wants a car from the 
Treasury let him have it. 

McReynolds : We now have a letter from the Uaritime Commission 
asking the Coast Guard t o go ahead on t he train­
ing; they say they will pay the bi11 . 

R.M.Jr: Grand. 

McReynolds: Herman is a littl e YIOrried about the labor implica­
tions . I didn't think there was anything new 

R.K.Jr: 

in it; I didn't see why we shouldn' t go ahead . 
I think Herman• s idea - I ought to let him expre~s 
his own. 

Well , I can't do it on the fly. Let 1 s have a 
talk on it. 

Gibbons : I think ther e is some dynamite in it, unless 
we have the whip- band . 

McReynol ds : The letter is in his shop. 

Oliphant : I have initialed it and sent it through. 

29 
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Gibbons: It's on DIY desk now. 

R.K.Jr: Let's talk about it. Everybody interested in 
having the Coast Guard train able bodied seamen 
tor the Maritime Commission, at three thirty 
o ' clock tomorrow. And ask the Assistant Secre­
tary of Labor to be here, too, to advise me. 

Gibbons: Ther e's only one over there. 

R.M.Jr : I know, but he 1 s a good egg . 

Taylor : McLaughlin. 

H.!l.Jr: Ask !lcLaughlin to be here. 

Bell: I think it would be grand if we could hold the 
whole thing. 

Gibbons : If we wouldn't have Labor and C. I . 0 . butting 
i n on you. 

McReynolds: Steve , you want to cal l the Assistant Secretary 
ot Labor? 

Gibbons : I've been talking to him. 

R. !i.Jr: Herbert, ask Bob Jackson whether he thinks 
I ought to take this or not. Will you call him 
up, and ask him what he thinks - it we ought to 
t ake this. 

Bell : Waesche has had some contact, hasn't he, with 
t he Labor leaders? 

R. I·&.Jr : Aeybody want •••• 

McReynolds: They've got it in the b ill. 

Oliphant: Could I have a minute now? 

R.!l. Jr: Now, Oliphant, just a minute. 

0 . K. 
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July 12, 19M. 

J.!SifOlUJIDOll TO JJRS, n.oTZ 1 

Today, Tuea~, July 12th, the Seor.tl.lj' ukied Ur . 
Gaston to talk to Gan!Der Jackocn &114 e;et hio cpi.JI.1CD 011 
the requeot ot the llAritime CCI:Illiuion that the COllet Ouard 
be autbcrbed to eotablieb traUiing ooboolo tor merchant 
seamen, llr, Je.oke011 oaid be 'Mluld like about ti!'teen llli.uutoo 
to talk to the Secretary about it and a oontere110e wao arranged 
tor ••30• Then ... re preoeut the Seor.tl.lj', Gar<IDer JackoOD, 
~11 llellett and llr. Gaston. 

38 

The Secretl.lj' told Jaoks011 that beine; only a eblple tua 
bOf be didn't waut to be uaed u a tool in a plan to oruah thoo 
oarine wdc111 and he nnted to know whether llr, Jackson tboue;)lt 
these ecboolo of oo~U~~UU~hip would haw that erteet. llr. Jackeon 
said that hio unions (the C. I . O. group) bad fought energetically 
the original propooal to have the Cout Ouard train merchant oea­
men ae they thought it was s imply a dertce to break the uniono 
by turniohinG a supply ot trained oe&IDin who wre not uni011 -­
bere. However, their objections prevented the enaotment of tho 
bill in ita original form and ae finally paned thooy oaw no e;reat 
objection to it. The etteot 'IIOuld depend .. ueo.t deal .., h~ 
the o.ot wao ad:a1111otered, The Secretl.lj' r.peated that be wu not 
gOinG to penait himoelt to be uaed u o. tool to break the uniou 
and be wauted to be -.ery co.retul not to ccadt himaelt to u;ytb1ne; 
that 111:>uld de that. Be said he would like to have the beneti t ot 
l.!r. Jackson ' • o.drtce in c0111>eotion with crgani&ing the work, it 
be o.pproved it. Jack1011 said be would be wry gled to aooperato. 

The Secretary cal led in llr, lolca.ynoldo end reo.d tbe propooed 
letter, which merely cOIIIEOittod the Secretory to author i&ing a oOD­
f'erenoe W1 th tbe uarl time Ccamhe1011 to dilcuao the propcoal , The 
Secretl.lj' oipd thoo letter, llr. Jackoon aaked it the S.oretl.lj' 
would like to h&-.e aCile 110re detoila 011 the atbjeot and thoo S.ore­
tl.lj' aaid no, bot 'Mluld not bo.,. t1ae to e;o into it .,.,., but he would 
leave the -.tter in the banda of llr. llclleynolda , llr. Oliphant, 
.lch:liral Waeoohe, 11r. O..atcm &114 11r, Jo.cklcn. Boo eaid tho.t 11r, 
Gaston would be 11r, Jo.cksCil' e c011toct un o.nd would o.rranco tor a 
meeting with the othero to dioouoo plo.na . llr. Jackson exp-eooed 
himaelt u woll aatiotied with thio o.rran.s-nt and aaid 1hat boo 
woul d expect to hoo.r tr<D llr. Oe.aton. 

-oOo--
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAT& Jul:r 12, 1938 

TO Secretary ~orgenthau 

~"o" Ur. Haas 

Subject: Commercial loans in r elat,,on to inventori e s . 

Summary 

On June 29 a letter was sent by the Treaaury to the 
presi dents or each or the 12 Federal Reeerve Banks , asking 
each to contact a group of repre sentative banks in hie 
district to determine to what extent the reduction 1n com­
mercial loans eince last October was due to the liquidation 
or inventories. 

The replies i ndicate the diffioult:r or determining 
with any degree or accuracy the reasons ror reductions in • 
loans 1n individual oases, but nearly all t he banks are in 
agreement that there bas been a liquidation or inventori e s 
since last October, and that this has been a factor or 
grenter or lese i mportance in the reduction in commercial 
loans. Opi nions var:r ae to how much or the reduct i on baa 
been due to this factor. Two other factors, the liquida-
tion or receivables and the l i quidation or finance companJ 
loane , are aleo mentioned by most banks as partly responsi-
ble ror the decline in commercial loans. 

It may be noted that t he liquidati on or receivables 
itself reflects a liquidat i on or inventories, since a com­
mon way t or a merchant or other buyer to etoclt up with goode 
and materials ie to buy on credit, liquidatin~hie account 
when t be goode are sold. This tact i s recognized by some or 
t he banks; the lett er from the Federal Reserve Bank or New 
York, t or example , eaye that the reduction in accounts re­
ceivable 1 may in tact represent a decrease in inventories in 
some other stage or the menureot uring and merchandising 
proceee. 1 
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Secretary Korgenthau - 2 

A summary or the individual comments by Federal ReserTe 
districts ia given herewith. 

Boston: 1 I t hae long been recogni~ed that there was a 
general conformity between the movements or inventories and 
ot comnercial bank loans. 1 While certain questions were 
rai sed by the banks interviewed, 1 in the ma1n the ·banks con­
ceded that there was a general correspondence between the 
decline in loans and the decline in inv~~tories ••••• What­
ever the qualifications, it seems reb~ably certain trom 
the experience ot 1921 and 193g that commercial bank loans 
and inventoriee follow in a general way the same trends - ­
both downwards and upwards -- whether or not .ttb a lag in 
inventories may be a debatable question.• 

New York: "Inventory l~quldation, or course , hae been 
one or the major factors causing reductions in the co!E1ercial 
loans ot the New York City banks, but lack ot data makes it 
ha~ardous tor the banks to give anything but the roughest 
sortot guess or its exact influence. • 

Another principal taotor has been a reduction in 
aooounts receivable. 1 This reduction in accounts receivable 
may in tact represent a decrease in inventories in some other 
stage or the manufacturing and merchandising process.• 

1 In addition •• • • moat ot the New York City banks inter­
viewed reported that a substantial part or t he reduction in 
commercial loans has been due to a reduction in borrowings 
by f inance companies.• 

Philadelphia: 1 In moat lnetancea it does not appear 
that the reduction ot inventories has been a factor ot any 
unusual signl tioanoei although some oases or declini ng loans 
oan be traced direct y to inventory liquidation. • Oth~r t ao­
tore cited ere (a) Great!~ reduced volume ot buaineee; (b) 
lower level ot pri ces ; (c) reduction ot receivables; (d) sub­
stantial liquidation ot finance company paper; (e) general 
apprehension or future developments. 

Cleveland: •we wrote to f ourteen representative banks 
tor an expression ot opinion ••••• In the ma1n the opinions 
voiced by these banks eubetant~ate the statement that the re­
duction in commercial loans reflects a liqu~datlon ot i .nven­
tories.• 

4{) 

Regraded Uclassified



Secretary Morgenthau - 3 

Richmond: A summary of replies from 14 banks whose· 
loans hid been r educed s i nce last October shows that 11 con­
sider inventory liquidation to have been a factor in t he 
reduction, although estimates of i t s i mport ance va.r y. 

Atlanta: "I t hink it i s undoubtedly t rue that commercial 
loans have been reduced to a material extent by reason of the 
liqui dation of inventori es. • One banker reported that inven­
tories of his borrowing customers· had declined by 20 percent, 
and loans by 17 ~ercent. One banker esti mated that liquidation 
of inventories accounted for 60 percent of reduction i n com­
mercial loans; two other bankers in the same city estimated 
33 1/3 percent and 25 percent , r espect ively. Another banker 
estimated that 75 percent of its decline in loans 1vas due to 
this cause, while still anothe~ attributed practically the 
entire reduction to liquidation of inventories. 

Chic~$0: •we estimate that possibly 40 to 60 percent of 
the decl i ne in borrowings from banks has been due to inventory 
liquidation, and t hat the balance of the decrease has been 
effect ed through a reduct i on i n r eceivables , plus about 5 per­
cent obtained froJn new ca~ital issues. • 

St. Louis: "In virtually all ins tances , officials of 
the banks were of the opinion that there has been a substan­
tial decrease 1n invent ories of all descri~tions during the 
past seven months .• • • The declines in commercial loans of the 
banks contacted were for the most nart commensurate with t he 
small e r inventories carried by the-mercantile and industrial 
customers. • · 

Minneapoli s : "The summary indica t es t hat t he decline i n 
commerc-ial loans in this district was largely the result of 
liquidation of inventories of grain, milling and fuel con­
cerns and that decreases in advances to finance comoanies 
were of cnly slightly lese i mportance. There wa e also a 
mat erial reduction in the amount of commercial loans result­
ing from the liquidation of accounts and notes receivable 
outstanding on merchants and manufacturers ' books last 
October . • 

[ansas City : "Inquiry of approxi mately a do~en large 
banks ! n the Tenth District seems to establish quite defi­
nitely that the l i qui dation of inventories since last October 
has been accompanied by a reduction in bank l oans •.. • Even 
where loans have not decl ined, or where a decline has been 
the r esult of factors other than inventory changes, banks re­
~ort that specific loans made to carry s tocks of goods have 
been reduced or eliminated as inventories were liquidated. • 
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Se oretarr l orgenthau - 4 

Dallae: 11oet or the banke inteM'Uwed reported that 
t here Ilia been eo.e decline in o01111eroial lo&.ne wh1oh in all 
probability repreeented in part the li~u1dation or bueineee 
1nventoriee: however, it should be borne in .tnd that the 
accumulation or inventories in this dietriot during the fall 
ot 1936 and the early part of 1937 did not take plaoe to the 
extent that it d1d in eoae other parte or the oountrr •••• 
We teal, therefore, that the li~uidation of bueineae inven­
toriee, ot he r than or a seaeonal nature , hae had relatively 
little effect upon the trend or oommer oial, industrial and 
agricultural loans at reporting banka in thls diatr1ot. • 

San Franc1eco: 1A majority or t he banks state that a 
considerabl e part of t he decrease in l oana -- perhaps a.rcund 
50 percent -- reflects liquidation or etooka.• 
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TO 

TREASURY DEPAIItTMENT 

tNTalll O,.~CK C:OMNUNICATIOH 

Seoretary Korgenthau 

t.lr. 1fh1te 

.... J u1y 12, 193ft 

Subjeot: Proposed Chinese Loan 

The advantages to the United States and to 
world peaoe that would result from the extension 
of a substantial loan by the United States to ahina 
this Summer are eo great that I wonder whether you 
think it might not be worth while to leave something 
l ike the attaohed with the President before you leave. 

(Appends~ an opinion by llr. 011phant whioh 
indicates that either the Export-Import Bank and/or 
the Commodity Credit Corporation oould legally extend 
a loan wit hout legislation. Whether they would do so 
or not depends, of course, on the President;> 
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_ July 12, 193g 
), .. ,~ ~ ( A__"j 4 

- '""?-~ f.---..- ,r- -r 
The Ambassador or China s tated t o me th1e morning 

t ha t h1s Government wished infor mal l y to request that 
the unused balance of tm 1933 Whe Pt and Cotton Loen, 
amounting to t33 m1lllon, be extended to China now. 

The ~neral Counsel of the Tr ee eury has info~oed 
1c tha t in h1e opinion tn e Exoort-Import Bank r nd/or the 

Commodity Credit Cor pora tion have t he legal authority to 
rr~n t such a loc~ wit~cut additional l c&isla tion. 

I beli eve t ha t sometime during the su~er will be 
&n opportune moment in which t t is Administration can make 
a t~at cont ribut i on t ower d s world peece and towards 
stren~thening t he f orces or democracy. Such a step would 
be tl'.e gr ntlng of subs tantial f1nonc1al a ssistan::f' to 
Chinn {vrhi ch I d i eoussed wt ti> you l l' e t mon t !') f or t t-e pur~ 
chase of our surplus agr1cul tu r~l products. 

The rea sons v:hy I fee l so s t r ongly that a l oan to 
Chi na would be an excellent ' mn ve e re: 

On economic gr ounds 

l. I t wculd help b~ 31ne s s in t~-e Vnited Stat es, r a i s e 
the level of faro 9rice e and f a r m income . 

2 . I t would assure t o the Uni t ed Sta tes f or ~Y 
yea rs t o come a f avored market among t he ~0 mill i on 
~eople 1r. China. 

3. It woul d enable & curtai l men t or military ex­
pendi tu r es in f utur e budgets. One of the impor tant 
roeeon s f or conl'\tructlon or a l arge i-lavy ie the grow­
i ng power of J apan. .4. J U!Jilnese victory ••ill greatl) 
increase our expendi tu r es on c.r maments during the 
next decade. Anything we can do to help China in 
its reeleta~ce t o Japan weakens Japan and thereby 
9trengthens our detenees against possible enemies. 
~100 million sp~nt t o help tte Obineee at t his 
s t age in the hostil ities is more effective from 
a military point of view t han many t1mes tbat sum 
spent on battleships. 

• 
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On political grounds 

1. The loan would have th~ tull aupport ot a great 
majority of t he American people and would help to 
strengthen this Administrati on as no other single 
aot ot our foreign polio1. likely to be taken would. 
This is particularly important before t he 19}8 elec­
t ions. 

2. It wil~ be the first time sinoe the rapid growth 
ot Fascist power that a democracy has taken a positive 
step to aid a victim of aggression. · 

(a) It would raise t he American prestige abroad to 
a higher point than it baa ever had sinc e 191~ . 

(b) It would strengthen the l i beral torcea in the 
threatened democracies and would be interpreted as 
a precedent wh ereby smaller democraoiee in danger 
from aggression can receive real help !rom the 
strongest country in the world. 

45 

(o) It would be a moat i mportant s tep toward weak­
ening the aggr essive militar y policy of J apan, Germa.ny 
and Italy that has so tar been taken. It would 
strengthen the liberal toroes in Japan and weaken 
the m1litary clique intent upon continued prosecu­
tion of the war i n China. 

On humanitarian grounds 

1. Probably milli ons of Chinese will dle or s t arvation 
during t he coming year; most of their l ives would be 
spared by a loan tor t he purpose indicated. 

The State Department has objections t o the proposal. 
These obJections were told to me when the proposal was d1e­
oueeed a month ago . None of the arguments then presented 
impr essed me as being nearly good enough to outweigh t he 
advantages of the loan. 
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George C. 
Knas : 

R.U.Jr: 

R: 

R.u .Jr: 

H: 

8. J . J r: 

R: 

R. !.t . J r: 

H: 

R: 

R. I! •• Jr: 

R: 

H. !.I . Jr : 

R: 

R.W.Jr: 

R: 

R.M.Jr : 

R: 

Hello, Henry? 

Hello George . 

!'101~ ar e you? 

Fine . 

Ju.ly 12, 1938. 
10:27 A. !l . 

Henry, I have decided I will t ake advant age of 
your kind offer . 

Good. 

Ah - now, ah - of course, I ah - it will be at 
t heir - I mean, strictly at t heir convenience, 
but I'll j us t tell you that, ah, either Thursday 
of this week, or of next week, wou.ld be what 
wou.ld be best for me. I don ' t know whether that 
suits them at all. 

That ' s all right; I can find out. 

And Thursday, of next week, would be very fine 
because I have to be in Balti.nore on Friday. 

But this Thursday would do also? 

Yeah, t his Thursday wou.ld do also. 

What? 

Yes . 

I t hink it's ••••• 

I want to tell you I enjoyed t hat Temple address; 
I think it was fine . 

Ylell, I - I enjoyed, ah, ah, kidding with you, t oe . 

Thank you. 

Now, ah, what 's your phone number? 

Bowling Green 9-7060. 
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H,I( ,Jr: 

HI 

R.M.Jr: 

H: 

H.II.Jr: 

H: 

H. loi .Jr: 

- 2 -

Bowl i ng Gr een 9 - what ? 

7060. 

7060. 9-7060. Ah, 7ou•11 bear t ra. ae • erT 
shor tly. 

Al.l. right, I'll be here. 

I•l.l. call. you, Geor ge, 

Thank you, , 

You're wel.come. 
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H.M. Jr: 

Operator: 

H.U. Jr : 
Jesse 
Jones: 

H.!.! .Jr: 

J: 

H.M.Jr: 

J : 

H.ll.Jr: 

J : 

H.!J.Jr: 

J: 

H. l.I . Jr: 

J: 

H. ll. Jr: 

J : 

H.ll.Jr: 

J: 

H.M.Jr: 

J: 

Hello. 

Kr. Jones. Go ahead . 

Hello. 

Hello. 

Jesse . 

July 12, 1938. 
10: 32 A. K. 

Y/111 you excuse me from lunch? 

Yeah. I t you•re goi ng to eat at the same place 
I am. 

Yes . 

Ah, ah - up to date, with the final returns not 
in yet, we •ve got two billion one . 

Two billi on one? 

Yeah. And, ah, t hey•re quoted at sixteen to 
eighteen-thirty-seconds. It 1s Just what we 
figured t hem on. 

How•s that? 

They 're quoted at fro~ sixteen to eighteen­
thirty-seconds premium. 

Uh huh. 

See? Which is about a halt a point premium. 

Uh huh. 

Which is very nice. 

That ' s very nice, isn•t it? 

Yeah. Which - ah - the boys say there's ah - t hey 
ah, t hey haven' t got all t he subscriptions in yet , 
because t hey haven't opened the mail. 

Ah bah. Well thank you very much, and I'll see 
you at lunch. 
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B.L!. Jr: 

J: 

H.!l.Jr: 

J: 

H.M.Jr: 

J: 

H.!.I.Jr : 

J: 

R.M.Jr: 

J : 

H.!l .Jr: 

J: 

R. lol .Jr: 

J: 

- 2 -

Yeah. But, I mean - ah - they' re quoted at ah -
at, at ... 

I•m glad to know about it. 

They ' re bid a half a point premium. 

I ' m - I ' m glad t o know about that . 

So we certai.nly pr iced it conservatively. 

Bit it just ~bout right . 

As near as anybody could. 

Just about right . 

Yeah. 

Well, that ' s Just fine . 

Fine. 

Wel l , we •re very happy about it here . I've told 
some of the Directors and - and "Ram" Mulligan, 
and they're very much pleased. 

Fine. 

Thanks . 
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---
RE INTERNAL REVFJlUE llATTERS 

Present: Wr. Wagill 
Mrs Klotz 
l!r . Ilanes 
Mr. Belvering 
lfr. McReynolds 

July 12, 19)8 . 
10:30 a . m. 
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li . l.I .Jr: Well, the idea of this w&s a sort of - tog et 
t ogether . I didn ' t know whether you (Belvering) 
were going to Europe or not. Are you going~ 

Belvering: Yes . 

B. l.I . Jr: When are you sailing? 

Belvering : ~ week from tomorrow. 

B. oA.Jr : Well, I 1 m a week - half a week ahead, of you. No, 
three days ahead of you. 

nelvertng : You leave on the what - 16th? 

B.M. Jr: I leave on the 16th - 15th, the boat goes . 
And I thought this, tho t you and Banes ought to 
sps nd as much time as you could together before 
you go, and get ecquainted. 

Belvering: I wonder, would you (Benes) like to come over and 
get a general view of the set-up over there? 

dunes: I 1d like t o v ery much. Tha t ' s 'A'h&t I've been waiting 
for . 

Belvering: l'lell , supposing 'Ne Just put that down, then, for 
t omorrmv mo~rning, if you •••• 

Banes : Aside from what •• •• 

H . ~I . Jr: We had tentatively .... I don ' t know what Mac did, 
but he was going to bring those men in at 10 : JO 
tomorrow from New York. Then we have a big staff 
at 11 . So that maybe you ' ll have to put it off 
until t omorrow afternoon. 

Banes: Could you have lunch with me tomorrow, or if you 
can't, after lunch? 

Relvering: I've got - I'd have to hove it Thursday morning, then, 
or .•.• 

• 
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H.K. Jr: Wbat are you doing this afternoon? 

Helvering: Well, I 1 ve got two appointments - two bearings . 

H.M.Jr: And to~orrow afternoon? 

Helvering: Tomorrow aftqrnoon is all taken up. 

H.M.Jr: I see. 

Helvering: Isn' t tomorrow Wednesday? 

Hanes: Tomorrow's Wednesday . 

H.M.Jr: Well, let it go until Thursday? 

Helvering: Thursday, any time Thursday. 

Hanes : 

H.M.Jr: 

What about those receivers, too? You rememb~r you •••• 

Well , we can talk some now. I 1 ve got plenty of time 
right now. 

Well, you and Banes will get together Thursday 
morning. 

Helvering; Yes. 

Hanes : He have a meeting here Thursday morning, don't we? 
Ten Thursday? 

H.M.Jr: No. Wednesday we're scheduled - bringing those men 
in who are opening up the New York office, if that's 
on. Let me Just find out from McReynolds . 

(On phone) McReynolds, please. - Hello. -
Mac, you didn't tell me, are those boys coming 
down from New York 10:30 tomorrow? What? All 
right, 10:30 tomorrow. And tbat ' s that . And 
you• 11 see who else is here. Yes. Well , 
come on in anyway; you ought to be here now. In 
my office. Please. 

Helvering: What ' s this at 10:30 tomorrow? 

H.U,Jr: About the opening up of t he New York office . Some­
body said I should aee these two boys tbat are going 
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to have charge of it. 

Belvering: Mooney and • • • 

a.•.~r: Yes, and somebody else . 

Magill: Ranson. 

Belvering: Hanson. 

H.M.Jr: Thought it was important enough I see thea, take 
a look at them, give thea a little pep talk. 

llelvering: Two good fellows . 

H.M. Jr: All right. 

Belvering: Those are two 

Magill: 4 hey got a big Job up there. 

H.!l. Jr: 

!lag ill : 

Somebody, I don't know who, said it. Maybe Mac did . 

I . think it was Mac . 

(McReynolds comes in) 

Ji •• Jr: No one else. 

Helvering : Bello, Mac. 

H.U.Jr: Sit down, Mac . 

Belvering: Welli are you - yo~ ' re just going t o meet thea, 
that s the ~dea . 

B.M.Jr: Tbat•s all. 

Belvering: No discussion of policy or a~thing like that. 
That's all been •••• 

H.».Jr: No, that's all settled. No, Just somebody- I 
suppose it was McReynolds - said be thought •••• 

WcR: It was Graves ' idea the other day, a week ago last 
Friday . He thought it was a good idea for these 
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Helvering : 

H. li . Jr: 

l:lelvering: 

H.e.t . Jr: 

llelvering : 

B. IJ . Jr : 

l.lagill : 

H . ..! .Jr: 

llagill : 

.IteR : 

Belvering : 

li . loi. Jr : 

llagill : 

H. I.! .Jr : 

-4-

boys who are going to head up the New York office 
to get ... . 

. 
Doesn't hurt, Mr. Secretary, tor you to tell t hose 
boys, •You realize you've got a big Job and • ••• • 

O.K. 

Yes, tha t was his idea, just to pep them up • 

.Because they like to know the thing's gone all along 
the line, everybody understands it. 

O. K. 

I t' s a good thing. 

Now, what else we got here? 

! don 't know of anything part icular . I t hink the 
best thing that can be done is what you have Just 
worked out; that is, for John to get over there and 
meet some ot your chief people over ther e and know 
who it is he's got to work with . 

I'd cal l t hem together and give them a little talk 
and then let John Hanes give them ·a little talk. 

~or instaDce, you'll be getting a lot of stutt from 
the Income Tax Unit and tne Estate Tax Unit , a nd 
less from the others . 

Of course, Hanes would 'have done that l as t week 
except t or the t act that the Commissioner was 
away, and he felt that it would be better to do 
i t when the Commissioner was here. 

Now let me ask Just what position Mr. Hanes is going 
t o occupy here in the Trea sur7? 
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When lolr. llagill goes back to pouring. knowledge into • • • 

••• empty skulls ot prospective lawyers ••• 

• •• in attendance at Columbia University llr . Hanes 
will be Assist ant Secretary with Internai Revenue 
under him. 
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!lei\ : He ' ll take Magill's •••• 

B.M.Jr: He ' ll take over !.lagill 1 s responsibility, 

Helvering: Uh-huh. 

H. J .Jr: ~oes that answer your question? 

Mea : In r espec t both to the ordinary contacts with the 
bureau and t ax legislation. 

H. M. Jr: He ' ll t ake over Magill's responsibility. 

Helvering: Legislation and our contacts. 

!.lcrl : ~egislation ana Inter nal Revenue. 

R. !.I.Jr: 

"elvering : 

H. LI . Jr : 

&lag ill : 

Helvering: 

H. ill .Jr: 

bnd political appointments . You and I will give him 
those, won't we? 

He can have those. 

Magill , you know -Magill' s Just gotten away with 
murder . Doesn't know anything about political 
appointments . llhen anything's mentioned, you always 
see his eyes go skywar d . But Guy and I and Steve 
have had . •.. 

Just to show what a good friend of yours I am, I 
haven't said a word about this to Banes, so ••• 

•I ell, I knew you were IllY friend. 

llell, since 
found about 
about this, 
reduction. 
not much t o 

you've mentioned it, when I got back I 
40 letters over there just protesting 
that, and the other - on our recent 
But outsi de of half a dozen, there's 
it. 

'1/ell , what about these 40 or 50 men, !lac, while we ' re 
on this, that you felt had been in the service 18 or 
20 years, who were going? 

Helvering: Some bad ones there; that is, what I mean- there ' s 
some l amentable situations. 

!.I crt : '"bat I had 1n mind, Guy, was .... 
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Let's t al .k about it. 

:!'here are quite a number of people who have been 
in 18, 20 - some of them, more - years, non-Civil 
Service, straight deputy appointments, who are 
superannua ted, and very largely they ar e in this 
group t hat a re being dropped . No retirement 
privileges. 1hey have worked just the same as any 
of the clerks who have Civil Service . 

I tola the boss that I was comi ng in with a proposal 
for l egislation t hat would give t hose people who want 
to be retired who have been there more t han 15 years, 
which is the minimum age or minimum length of service 
for retirement - would give them the regular r etirement 
benefits as they 're droppea because they become super­
a nnuated . 

Hel vering: Harold discussed tha t wi th me a little, and I urged 
him tog et 11 llttle wore informa tion than he was 
getting . • 

H. M.Jr: 

'II ell, we 111 neea complete i nfor mation. And there 1 s 
something that will hlive t o be done . Some difficulty 
in the legisl at i on. llut it seems t o me only f air, 
because you've got a lot of people who have worked 
for t wenty or mor e year s as Deputy Collectors at the 
r egular salary, same a s they would have gotten if 
t hey had been Civil Service employees , under the 
same conditi ons . Of course, there hasn ' t been any 
reduction from their pay on account of r etirement. 
But certainly it would be economical from t he Govern­
ment s tandpoint t o pay tnEm what the r etirement pay 
would oe and l et them go r ather tnan keep the~ at the 
regular s a l ary, and it certa inly is inhuman t o throw 
them out to go on r alief rolls and become mendicants 
when they are beyond the point where t hey can earn 
anything if we dr op them. Now, that's the alterna tive 
you have . 

Well, it's just a question of being -difference 
between being a machine and being a human. And what 
I 1d like t o do v ery much before I leave , if I'm 
not pushing you fellows too bard - but if i t ' s 
possible to take care of these special cases, the 
kind that Mac has described, I ' d like very much to 
do it. 
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Helvering: 

..tell : 

l.!agill : 

Helvering : 

H.M.Jr: 

MeR : 

Helvering: 

H.M. Jr : 

!.lcR : 

Helvering : 

H • ..I . J r: 

Helvering : 
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~f course , you can ' t t ake care of t hem without 
legisla tion. 

But you can keep t hem on the payroll . 
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I think Helvering would b e in agreement t o keep 
them on the payroll . 'J.ben this gives us a W9od 
caance, if 'lfe put up that ki nd of legislation, to 
cover t he men as .;ivil Service people from tha t 
point on, and pick up the people tha t you ' re 
dr opping and throw them on to retirement rolls . 

•Vay isn ' t that - t his is a good point to start 
our reel Civil Service in the Collector s ' offi ces . 

Tbat 1 s Just the hole you need • 

Certainly use it that way. 

We' d be i n a whole l ot better shape . 

I ' m bock of you a thousand percent. Put those 
f ellows unner Civil Service, be a gr eat t hing . 

The benefits to t he group themselves are going to 
be so appar ent •••• 

II ell , every time a ne1v - one case down in Florida; 
just as well mention it - here come two new Senat ors 
in a t once, on account of the death of the two 
Serwtor s down there - occurred witllin a f ew months. 
"ell, we Jus t had one • H• of s time to keep them from 
upset t ing the whole .•• • 

\'/ell now, 0 uy, would it be crowding you t oo much 
t o come in at 10 :30 tomorrow - to have an answer 
on this thing? 

I don't think he can have a n answer . 

Well, I'm going t o have it the 15ta . 

Well , I don't want to- I mean 

You s ee, I've got to make a survey, Mr. Secretary, 
of al l these 840 we dr opped . Now, there ' s a great 
many of thos e - majority of t hem haven 1 t served 15 
year s, but there ' s a certain portion of them that ' s 

Regraded Uclassified



-8-

served - oh, up t o - one case, 22 years . 
H •• • Jr: Well, now wiLl we leave it so that I can sleep on it -I mean I won't be worrying about it? I mean •• • • 
l:l~lvering : Well, the ••• 

H.~ . Jr: I mean- well , let ' s see, are you •••• 
Selvering : or course, cutting right down, without a~ humanity in it - here's a lady, for instance - I know of one case in New York, a lady who is supporting an insa.ne sister or a niece, I forget which, and she's 60-some years old, and she ' s been there a:> years . Of course ••• 
!! . U.Jr : nlly don't the f our of you get together , and I'm tre­mendously interested in this thing - tbst this thing be reviewed. Will you do that? 
Magill: Surely , surely, we ' ll do that. 
Bel vering: We 1 11 have a full tabulation made . 
B.U.Jr: Why don't the four of you follow it through, because there' s some t remendously heart-to-heart cases there . Bow many people are we l ayi ng off, 800? 
Belvering: 843 . 

H.W.Jr: There' s 40 or 50 .• • • 
Jeri : or course, that's regular deputies too . That doesn ' t include the reduction thst was made on these temporary appointments on Social Security. Ii was all done before that . These are 843 who have been on the regular roll . 
Belvering: Of course, those previous 
lJcrt: They knew they were going t o g et canned. 
Belvering: Yes . 

!icR: 

B.II.Jr: 

or course, no question about that. We're not rai sing that point. 

Will the fo~ or you go into that for me, see if you can't have i t r eady by the t i .me I go, huh? 
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Helvering : Well, we can do this right now, as fer as I'm 
concerned . I could say that we'll a dvise these 
Collectors where these cases are that, pending 
further advice, we ' re going to keep these people 
on. 

l.!cR: Who have had 15 or more years and where there's 
no moral delinquency. And if you•ve got a dis­
cipline case and they have to fire them, why, 
But 15 years is the minimum a t which they can 
benefit from r etirement . 

All right. Pending • •• • 
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H.lii.Jr: 

llcrl : But you•ve got to have legislation before you can 
dispose of it. I think the thing to do is for Guy 
to tell his boys t o take out the 15 and more year 
cases and keep them on the roll until we can have 
a chance to cure it by legislat.ion. 

I! .M. Jr: All right? Everybody? 

delvering: Uh- huh. 

Mcrt : And we'll have the thing drafted. 

Wagill: The thi.ng i s a natural, because you've got not only 
the chance to doc little something human, but you1 ve 
also got a chance to cure this Deputy Collector 
situation, which is really serious. 

~cR: ~ame legislation. 

I! . ~ . Jr: And that should bring that under Civil Service. 

Magill: Yle very badly need it. 

McH: All the rest of the people outside of Civil Service 
are being taken in by this Executive Order . These 
people can't be taken in because they are specifically 
exempted by law, and it will take a law to do it. I 
don't think t here will be any objection to it. I know 
Guy bas been in entire sympathy. We 1 ve been talking 
it over for the last couple years. He ' s been in 
entire sympathy with the idea, and I think nine out 

H. ll.Jr: 

of ten of your Collectors are in favor of that. 

Well, that •s enough on that. We're all in agreement 
on that. Wbat else? 
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I just wanted t o mention, there 's one or two cas es 
where certain Senators ere going to ask f or retire­
ment lett ers f or some of t he best fellows in the 
service, and I don 't know whether it's going to 
proceed any further, but an illustrat ion is out in 
Indiana, where Smith out there, I think, is - he ' s 
one of the best Collectors we've got. 

Got t net in Customs as well as Revenue. 

Well, I can't •••• 

I just want to discourage the t as much as possi ble, 
where we could . 

~ell, here's the point. They - they - in Los 
Angeles we had a Collector of Customs who did a 
swell job . ~he White Bouse sends over an order: 
"Please have a commission made out in an hour for 
a new man." Fellow hsd an excellent record . Port 
of Los Angeles was run beautifully . Took a great 
i nterest. He was our coordinator for l aw enforcement 
for t he di strict. He leaned over backwards about not 
earning any money on the side through wri ting; he ' s 
a wr i ter, and 

Helvering: Yes, I know. 

H.W. Jr: Al Cohn. The minute he left us he got a Job as a 
columnist on a newspaper. Then 20th Century Fox 
t ook him on right away; he ' s a writer of plays. 

nod I don't know- ell I can say is, resist it ell 
you can . But when we ge t into that business and the 
President of the United St ates says, "Send over a 
commission within an hour for a new man," I can't 
do anything about it. 

• 

!.!cR : Well, under the present legal set-up there isn' t any­
thing you can do about it . It's pr esidential patr onage . 

l:!elvering: Senator Minton was in t o see me, and insists on t~ 
man Smith. I said to him, "Now, Senator, if t hrough 
the Treasury the Pr esi dent asks me, 1Vfilat about 
Smith?' I ' m going t o have to say he's one of the beat 
Collectors we've got." 
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I don't know what attitude Mr. Banes wants to t ake -
probably doesn't know himself yet- but as far as 
I'm concerned - Banes can talk for himself aft er 
he 's been here on that sort of stuff- if you and 
Steve Gibbons will handle it with the White Bouse -
I mean as far as I 1m concerned, I much prefer t o be 
left out of it . But ~ policy still holds good that 
when you're in bot water I 111 back you up. I mean I 
haven't let you down yet and I won't; but if you get 
into trouble I'm always here . 

Helvering : Some of these felloNs, they're all thumbs; I don't 
care how quick we get rid of them. But when we've 
got an extra good man •• •• 

B.K.Jr: 

Relvering : 

H. :J .Jr: 

flelvering : 

R.:.I .Jr: 

JicR: 

H.M.Jt" : 

Well, they've been around talking about the Collector 
of Cust oms up at Baltimore- he's supposed to be~ 
Tydings man - want to get rid of him. So I said, 
"Well, I Just don't get in on that kind of stuff, 
and as fer as I know he 1 s doing his job, and if the 
President of t he United States doesn't want to 
reappoint him, I can't - I don't want t o do anything 
about it." As I say, I don' t know - Hanes can ma.ke 
up his own mind what he wants to do . 

That particular situation, I believe t hey 're barking 
up the wrong tree . About Dailey? 

Yes . 

Being a Tydings man - I don't know whether he is or 
not . 

I'll show you bow much I know; I bad t o ask f or his 
name. 

'liell, Dailey is a pretty good name. 

I•m glad you mentioned this particular thing. As we 
go along and you (Hanes) get the feel of it, you can 
make up your mind whether you want to do what llagill 
has done, and do nothing about it, or whether you want 
tog et in on it and take part of the responsibility . 

Nhat I'll do is - I•m a lways here, I 1ll always go in 
the front line trenches when t her e ' s trouble, but 
unless there's trouble, why - I mean I won ' t appoint 
a man that isn't rit to be appointed for anybody; I 
haven ' t; but when it comes to changing these people • ••• 
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I mean if a man ' s record isn't clean, I Just won ' t 
appoint him, and I baven•t. Nobody we've appointed 
hasn't had a clean record . But when it comes to 
swapping people around because they want to do 
political housecleaning, there's nothing much I 
can do about it, as long as they give me a fellow 
with a clean record to take his place . 

Ot course, situations differ with respect to 
Collectors of Internal Revenue and Customs. Customs 
has a definite tour-year appointment; Revenue has 
an indefi.nite ap; ointment; they're good until r eplaced . 

~ell, you take the case - you take Senator George, 
for instance, of Georgia . I go up before the 
hppropriations Committee in the Senate and every 
single Senator there said, "Bow do you do" to me 
and shook ha nds with me, except Senator George, and 
he cut me dead. Wby? Because the President wouldn ' t 
reappoint his Collector of Internal Revenue . So 
Senator George, when I go up there, cuts me deed. 
And I had no more to do with it than Hanes did. But 
every man in the room shook hands and said hello 
except George , and he turns his head up. I had 
absolutely nothing to do with it . 

What else? 

Helveri;g: I think the man we•re going to appoint down there is 
a good man, will do it all right. 

H .~ . Jr: What else? 

Helvering: 

H.II.Jr; 

Hanes: 

H.!.!.Jr: 

Hanes: 

B. I.!.Jr: 

lol agill: 

I don't know ... 
Well, I'd like if you - have you got anything? 

Vlhat? 

Anything you want to bring up? 

No . 

You (llagill)? 

~ell, yes, I would. 
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Go ahead. 

Wllat I'd like to do would be to spend -as I said 
to you earlier tbis morning, spend soae tiae dis­
cussing tax legislation, wbat we ought to be doing 
about it. 

Well, I 1d like to unburden. Take me about rour 
minutes. Who would you like to have here to listen? 
I want to do a little philosophizing on tax r evenue, 
budget, and all that stuff . 

Blough and Shoup, I should tbink. 

You (Banes) want anybody else? 

Tarleau? 

Might have Tarleau too. 

Better have Tarleau. 

(On phone) Hello . Would you have in Mr . McReynolds ' 
office - I mean 1n Mr . Kieley•s office, os near 11 
o'clock as possible - let them assemble there -
Tarleau, Blough, Shoup, Baas, and White. 

Aeybody else? 

No, I don't think so . 

Uh, you (Hanes) did want to talk about this receiver­
ship thing. 

Yes, I wanted to hear about it. 

How do we handle receiverships of businesses tbat we 
put in receivership on account of delinquency in 
ta.xes? 

That ' s handled directly under the General Coucsel •s 
office through a special set-up there under Mr. 
Thurman Bill. 

Reorganization Section. 

Thurman Bill? 
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Tnursman Hill. 

Reorganization and Bankruptcy Section 1n General 
Oounsel 1 s office. 
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H. loi .Jr: I n General Counsel's office . Well, who is Thurman 
Bill res ponsible t o? 

llugill : IVenchel and then Oliphant . 

Helvering: or course, the cases don't come through wenchel •s 
offi ce ; t hey come directly through Oliphant . You 
remember Thurman Bill . He•s t he man I brought in­
tall , dark-complected fellow - you a ppointed him 
at DIY suggestion t hree or four years ago . 

B.U. Jr: Aansas? 

Helvering : Yes . 

l!. i.! . Jr: Well now, how big a business is that, Guy? 

l:lelvering: 'l'hey have some big cases . 

a . ~.J r : They do? 

~en: ~uite a sect ion. 

H.Y. Jr: But he ' s 1n the General Counsel ' s of fice. 

lielvering: Oh-huh. 

H . 1.1. Jr: I • ll tell you what let • s do . 1:his thing won 1 t take 
very long t omorrow, Kac, a t 10:)0. Tell Oliphant 
that tomorrow morning - on - patting these boys on 
the back won't t ake more than f ive minutes. 

l.!cR: In five minutes you can do th11t . 

H.K.Jr: Well , that's 10: )0 . At 10: )5 letts have Oli phant, 
if he wants to come, and Ur. Bill in here, and tell 
them that I want them t o give me a thumbnail sketch 
of wha t work be ' s doing, Just bow be does it, number 
of companies, ki nd of c ompanies , so forth . I •ve 
never had a report from t hem . I want a repor t . 

Hel vering: Yr . 1:1111 today is in New York on a case . 

' 
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H.W.Jr: Well, let him come on down. Tbis is important. 

Helvering: I'll get in touch with him. He may be on bis way 
back. 

H.M. Jr: Unless he's got to be in court. 
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B.ll.Jr: 

Opprator: 

H.!l.Jr: 

Oper ator: 

B. N.Jr: 
Colonel 
Sollars: : 

H.N.Jr: 

S: 

H.U,Jr: 

S· 
' 

H.M.Jr: 

S: 

R.N.Jr: 

S: 

R.M.Jr: 

S: 

R,U.Jr: 

Hello. 

July 12, 1938. 
101~9 A. 11. 

Secretary Woodring is 1n !few York am llr. 
Johnson is out or the city too. She said i t 
depems on what you want to talk about who 
could help you. 

Well , is ah - who ' s Acting Secretary ot War? 

I ' ll t ind out . 

ll100 A. ll . 

Bello. 

Good morn!~, Mr. Secretary, this is Colonel 
Somers. 

Bow are you? 

Very well, spo. 

Ah, Colonel, ah, I understam the General is 
Acting Secretary ot War today? 

Yes sir, he rs. 11r. Woodring is up north, em 
llr. Johnson is out on the Pacitic Coast. 

)(aybe ••• 
Good. (LaughS)/ fJiflt isn't the thing to say . 

(Laughs . ) 

Ah, I have a cousin by the name ot George C. 
Baas, B-a-a-s. 

George C. Baas. 

H-double a - s . 

Yes air. 

Who up until tixe years ago was a Colonel in the 
Reserve Corps, am ah, I believe, at the invitation 
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S: 

B.N.Jr: 

S: 

H.M. Jr: 

S: 

H.M.Jr: 

S: 

H. Jl . ,Jr: 

S: 

B. ll . Jr: 

S: . 

H. lJ. Jr: 

S: 

H. !l . Jr: 

-2-

of the Army, he took his examination twice, now, 
and he passed it tw~ce. Ah - to be reinstated. 
And he told me the story, and I'd like it 1f 

General Craig would listen to it . I~ - ah -
I don•t just quite understand, ah, wey he hasn't 
gotten the status which he seems to have been 
recommended for, see? 

Yes sir . 

You think that it would be possible for h1ID to 
see him? 

Ah- you mean for the General to see, ah, ••• 

Colonel Baas. 

Colonel Baas? 

Yes. 

Wny, if he - 1f it isn•t possible to see the 
General, I tell you who we can talk to, is, ah, 
either General Thompson, or General Hartshorne, 
who are at the head of the Reserves . Let us look 
into this case for you, Mr . Secretary. 

Supposing you look ' into it . I understand 
he 's been recommended - ah, what do you call it -
ah - for the list, ah. 

Oh, the Brigadier-General eligible lis t . 

Yes . 

Yes . Well you see, they don•t appoint any Reserve 
Brigadier-Generals; they take this examinati on 
and they are put on this list. 

No. No, I don•t think - no. He wants just to be 
reinstated as a - as a Colonel. 

As a Colonel. 

No, this other thing - not the Brigadier-General's 
list. He wants - as I understand it, you're 
out five years you have to take the examination 
to get in. Is that right? 

C6 
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5: 

H.U.Jr: 

5: 

H.:I . Jr : 

5: 

H. l4.Jr: 

S: 

B.!J.Jr: 

5: 

R. ll.Jr: 

S: 

H.M.Jr: 

S: 

R.IJ. Jr: 

5: 

R. lJ . Jr: 

S: 

R. ll .Jr: 

5: 

- 3 - G7 

I think that 's true. 

He was out five years and three months . No, he 
doesn't want that; he just wants his reinstatement. 

All right, sir. 

He passed all the"'t -~1 of his examinations -
twice, I believe. 

You lcnov1 how old he is, 141'. Secretary? 

He's fifty. 

Fifty? 

Yeah. 

He•s young enough, all right. 

What? 

I say he 1s young enough. 

Yes. There ' s something I don' t know - I listened 
to it, ard I thought that, ah, ah, under the 
circumstances, that ah, - that ah, somebody ougi't 
to really listen to it, because, ah, ah - what 
he says - ard he.'s a very truthful, very honor­
able gentleman, bas excellent war record, • • • • 

Yes sir. 

It looks to me as though there ' s some misunderstand­
ing somewhere . 

Wall, could ah - could Colonel Haas drop in here 
tomorrow sometime? 

~ell, he said he could come down Thursday. 

Thursdayt 

Yeah. 

Well , I tell you, sir; if you 111 have him come to 
=r office Thursday morning, ah Room 22.3 Staten 
Building, ah, I ' ll make arrangements for him . to see 
General Craig 1f he ' s here; if not, General Harts-
borne will take care of him. 
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H. l4. Jr: 

S: 

l!. ll. Jr: 

S: 

R. !A.Jr: 

S: 

R. I4.Jr: 

S: 

H.loi.Jr: 

S: 

H . ~I. Jr: 

S: 

R.M.Jr: 

S: 

H.U.Jr: 

S: 

H.!J.Jr: 

S: 

Yeah. Well , 
isn't asking 
him h1.ms elf • 

- 4-

i f possible, I ' d like, ah, 
too mueh, I · General Craig 

to have 

if it 
see 

Yes sir . Ah, if the General is here, llr . 
Secretary, I'll promise you be•ll see him. 

Well. 

And in the meanwhile, we'll get the ease out 
and cheek up on it and see just exactly what ' s 
wrong. 

Good. And if, if - if you find that, after 
looking at it, that it - ah, ah, ah, - be 
shouldn' .t eome down, don't hesitate to eall me,.. 

All right, sir . 

And, and, and tell the General it ' s something -
I just want to bring it to his attention, and 
it goes without saying, whatever action he takes 
is , or course, up to him, but all I'm doing is 
just to brine it to his attention. 

Yes sir. 

I make no recommendation of any kind . 

Yes sir. 

You understand? 

Yes, Mr. Secretary, and I ' ll - say, ten o 1eloek 
Thursday morning? 

Ten o'eloek Thursday - and what's the room 
number? 

22.3 . 

2 - 2 - .3 . 

Yes, llr. Secretary. 

Thank you so mueh. 

Thet•s the Secretary of War ts office. 

68 

• 

Regraded Uclassified



H.M. Jr : 

S: 

H.M. Jr: 

S: 

H. I.I . Jr: 

S : 

H.!.I.Jr: 

S: 

H.M. Jr : 

S: 

H. PJ .Jr : 

S: 

H.14.Jr : 

5: 

- !i -

Ah, RoOlll 223, Colonel Soaers. 

Yes sir. 

And if you' ll - a nd - Rnd all I want is to get 
him a hearing; that ' s all. 

Yes sir, and that is George c ••.. . 

Haas. 

H - a - a - s . 

Of Hew York. 

Of Hew York. 

Yes . 

He's formerly a Colonel of the Reserves. 

That ' s right . 

Very well, sir . 

Thank you. 

Goodbye, sir . 
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Rh CHINESE SILVER July 12, 1938•. 
11: 40 a .m. 

Present: 

H. :.t.Jr: 

Nang: 

H.:J .Jr: 

Wang : 

H.M.Jr : 

Nang : 

il . :J.Jr: 

I! .M.Jr: 

\'lung : 

I! . :.I .Jr: 

\Vang : 

H. 1oi . Jr: 

llr . C. T, Wang 
.tr, Taylor 
}lr . Wl\1 te 
tir , Lochhead 

This is just the same, only he does it that way instead 
of by pencil. 

Well , Mr. Secretary , I was Just going to remark that 
I understand t ha t the arrangement made for during the 
l ast five i nstallments will be up by the middle of 
this month, and I got word from Dr . Kung, who says 
t hat he desires to sell another lot to you beginning 
from the end of this month. 

Beginning when? 

'ihe end of this month . 

Yes . 

I think the last one ends July 15 , so the next one 
will begin July JJ. 

July JO . 
Wha t do you call a lot? 

Oh, a l ot means 50 million ounces . We•ve been 
sending that amount. 

Well, how much silver has the Chinese Government got 
left? 

• 

I doubt - after t his lot t bere may be anotber lot of 
5u, but I doubt whetber there will be any more, 
excepting that there' s lots of silver in the country 
not quite gat hered together yet, according to the wire 
~e received from Dr. Kung . 

Well then, must you tell me - you say that you have 
about a bundred million ounces left? 

I think so . 

Is that about right? 
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Lochhead : 

.. ang: 

tt . l: .Jr: 

~l'u ng : 

H.J . Jr: 

o\ang : 

Lochhead : 

:,ung : 

Lochhead: 

Lochhead: 

11 
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Tllst ' s in London, I presume. A hundre'd million 
ounces in London. 

London and lfongkong . But anyhow, this is easily 
tra.nsportable. Thst has been g athered already and 
can b e transported. But in the country I would 
imagine there must be ebout a hundred million more 
yet. We have los~ some in North China, or it ' s held 
up, r a t her - per h&ps 70 mill ion. 

How much? 

70 tail lion. 

Tha t you lost? 

Well, I think more or less it con be considered as 
lost, or has to be written off; a t least, taken over 
by - by our enemies through the puppets. You see, 
tlu.t 1 :> t he silver t ha t has been lying in the vaults 
of t he different banks in North China . 

I was o,vondering whether the Ambassador could ge t us 
some fig ures in regard to Just wher e this is held. 
It would aelp us in making arrangements . For 
instance, if you could tell us how much silver is 
available for sale, now much is in London and how 
much in Hongkong . 

I'm sorry, I ' m not in a posi tion to give you exact 
figures . 

I was Just wondering whether you could obtain the 
figures for us a t some time. 

Oh yes . 

'lle 1 d also like to know how much is in coin and how 
much in bars; reall~ be very helpful to have that 
information in making these a rrangements. 

Yes, I'd be glad to wire a t once . But I know t here ' s 
appr oximately over a hundred million between Hongkong 
and London and on the way, you see, because we ' re 
shipping over by different boats; but I can't say 
definitely a t this mo~ent how much silver is a lready 
in London, how much still in Hongkong, bow much on 

• 
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R. loi .Jr: 

1/ung: 

ri . ~ . Jr : 

·•ang : 

R. ;.! . Jr: 

-)-

the way . 

Well, before you came in we t alked this matter over 
and in behalf of the United States Treasury I'm 
ready t o say we'll buy another 50 milli on ounces 
of silver, beginning the )Oth of July, and t l'lat we 
Will t oxe ten million ounces on the )Oth and then 
ten million ounces •••• 

• • • every t wo w eeks • 

Every ••• 

••• 15th und )Oth. 

72 

15th ~ond )\Jth . nnd on exactly the same conditions that 
we have before • 

.. ang: Yes . 

R. :.t . Jr: 

'l'aylor: 

Lochhead: 

.. ang : 

But we 1 l l - you ' ll advise your government. I don 't 
Know - do we have to draw up papers on that, Heyne? 
What? 

(Nods no) 

.Ve lll&ke specific bids every two weeks. 

Just as we did before • 

Dr. Kung 11ants me to again express his appreciation 
for your help in meeting our exchange through this 
sale of silver . 

he 
While/has not given me any speci fi c instruction, I 
wonder, Mr. Secretary, if I could bring up to you 
informally perhaps, thinking out a loud, my thoughts 
t ha t before very long I feel that a sale of silver 
will be exhausted, and 1 have to look ahead , and one 
day is COOling on - with the vas t areas of ruined 
cities and toNOS and people having lost all their 
nomes and t heir possessions, I can see that the 
sufferings for this coming winter will not only 
be very severe, but will be very widespread . ijo i 've 
been t hinking and I've been looking over the record 
of the wheat and cotton loan - cotton-wheat loan. 
I think China only used up something like 18 million 
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H. JI . Jr : 

Wang : 

rl •• l . Jr : 

Wung : 

tl . :.. . Jr: 

'/.'ang: 

H. 11. Jr : 

h~>ng : 

H • .A . Jr: 

liang : 

White : 

li . :.C . Jr : 

uang: 

H . ~! .Jr : 

Wang : 
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i nstead of over 50 , and it bas paid about one-third 
or it . I think we ' re still owing the Export-Import 
BanK over 12 million, maybe 13 million. I wonder 
whether it's possible now for us t o renew our request 
for the use of the balance . Of course, we have agreed 
to discard it, to stop it about a little over two 
years ago . Of course, I Just toke this up informally . 

I understana . 

And woula like to get your best t houghts on it . 

Well, I •d have to think that over . 

Let you ••. Yes, yes . 

tnln:< that over. 

lt will be such a nelp, as I can see it, because 
most of the territories ruined by the Japanese are 
of people who e at Nheat . There 's a small section, , 
part of Kansu and part of Szechwan, where the popula­
tion eat rice , but in Sbansi and Hopei, Shantung, 
Shensi, Anh1vei, they ' r e all wheat-eating people . 
And I saw in the papers the crop here is very good . 

Very good . 

I thought 1t woUld be extra • • •. 

Bo.v much was the l oan originally? 

Originally it was for 50 million. 

out the rest was written off official ly, so nothing 
is .•. 

Well , lilY associates and I will tal.k it over . I•m 
leaving Friday and I doubt if I ' d have an answer for 
you before that, but ltr. Taylor will be here. 

Yes . I don ' t think ••• • 

He ' s the - a di r ector of the Export-Import Bank. 

Yes . I mean a wor d f rom you would be very hel pful -
would be very helpful i n dealing with t he Export­
I mport Bank. 

Regraded Uclassified



.. 

H. Lt . Jr: 

Wang: 

H.U. Jr: 

• Ya ng: 

Vlnng: 
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Well , possibly, but t here's lots of questions 
involved, as you appreciate. 

Yes. 

And - but we'll give it friendly consideration. 

Yes , thank you very much • 

Was there anything else you bad? 

No, I don ' t think I have anything else. 
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TftEASURY DEPARTMENT 

.... July 12, 19)8 

•o Speretary UorgeDtbau 

"'OM !{pn13IJ Oll!'h&Dt 

Th~ executive members of the ~onopoly Co~ttee met toduy with 

" ,. •or 0 11laboney and nu:norows administrative dotnila were considered and 

"i •!"'&ed of . Fach executive oember is to bavo wor ld.n:: with hill one con­

;;~ ai~naJ. ~er, and 0 ' '.1Ahont!7 assigned llatton S\u:aners to work with the 

After the admlnistrative matters wet·e diapooed of, Senator 0 1 !aboney 

l~.'L end the executive 1:\0:nbera proceeded to dieouao what part each was pro­

p•rrd to go to work on at once and a co:DMon 88r eeJaent was reached , includitlg 

r ;>;>,•oval of the topics for the Treasury ~er.tior ed in the oecorandUD flhicb I 

- • ~itb as last report to ~-oil. Funds ror the first aontb of •ork bave 

t •n t.lloeate<i to each or the De!)'U"~Dts . $7500 t o the Treasury. 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON July U , 1938 

Rat .... et.ing or E>tecutba Repreaantatina 
or Anti...onopol)- eo .. ittee 

A confidential aeat.ing or the ExeeutiTa RepreaentatiTea ns held in the 

76 

Ho~rlng Room of tbe Federal Trade Comaission at 2tl5 p.M. today, adjourning at 4t40 p.M. 

Chairman• 
Juatiee 
Co011erce 
Labor 
Federal Trade 
Trealllr)' 
SEC 

J. o. O'llahonay 
Thurman If, Arnold; Wendell Berge, and John Abt 
R. c. Patterson; T. C.Blaiedall, Jr., and R. Nathan 
I . LIIbin and A. Ford Hinrichs 
1. L. Darts 
H. Oliphant, and C. J, Peoples 
11, 0 . Do"il&a, and J. N. Fran11: 

Executive Secretary - Leon Henderson 

Tbc Chairman announced that in accordance with the resolution• of the laet 
meeting the following Congreae1onal members will be asaocinted with the Executive 
Members as indicated• 

Congresoiona~ Aooociatlone 

Sa=tor O' llahoney with SEC 
s""" tor llng ) 
Senator Borah) wi tb Justice and Federal Trade Col:llliasion 

Cong. Sieber with Labor 
Cong , Reece with Cccaerce 
Cong . Sumners with Treasury 

£Xaqut1ye Committee 

The Cbairman further announced the appointment of the following EXecutive Comal. tte 

Sen. J. c. O'llehoney; Cong. H. 11. Suanera, "ntur.a.u 11. Arnold, I. Lubin, 
R. C, Pattereon 

A4wln1atrat!Te !aaiet&nt to 
llecutbe Secretary 

llr, I:eniel Bertl"'nd and 11r. 11111. Leary were appointed to aid the EXecutive Se•cr<••T 

Arthur R. Himbert .. aeaiotent to the Cbairaan. 
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I 

Tbare was coba1derable diecuaaion on tbe nrloue wbjecta to be first taken 1b 

band . It appeared to be tbe coneenaue that Justice and 1ederal Trade with aid fro• 

eo.:erce would take up• 

Patent law 
Steel 
Oil 

Trade Aosociatiobs 

Rubber 
Agricultural .. chinery 
milk and bread 

History of eaployaebt 1b indu.atry; •aa• rates; dirldellda n. wac• 
policy; rigidity of market prices wttb respect to labor 

Treasury (a) Idebtical bids &bd other monopolistic prices encountered in goverumeDt 

procurement; governaent epecificetione 1b relation to patents and 

otber phases of 110110poly control; tiJiing of governaeDt purcbans 

in reletion to fixed &bd excessive prices; coat studies in caaea of 
exceashe prices on governaebt purcbases as o.ne metbod of control 

of such prices. 
(b) SUpplementation of general prohibition of anti-trust laws by the 

addition of specific probibition,and 

(c) Re-exaain&t1on of the proce<lural aapecta of anti-truat laws. 

Tho Executive Secretary reMrked that of the agenda eubmi tted there appeared to 

the least duplication on tbe part of the Treasury. He was to turtber simplify the 

tbroutb correlation and coordination of effort. 

• 
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t~eel' ... Mo1Dt,re1 

I be1'o J'OUI' Doto ot .Jill J' 7\h rotontnc 

•wt~t o...eat• \be poroonal to1oa~ to 

J'Oil t,_ A. P. Of•DDllll• 4ato4 lll17 8Ul. 

!!laak J'OU tor lotti.Dc .. ••• tbia wlr•. 

I - ntumiDC u, ebo wltbwt •-Dt• 

8lno.rol7 t" 1 

Jr.) }l~r~~Jt. 

BoDOI'•b1o *"1D B. MolDtJ'" 1 

BeerotoJT to tbe hooldeld, 
ftlo lll1h ..... 
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JUly 12. 1938 

Mrs • Klotz : 

(l ) I t h ink the Secretary 

ought to see this wire . 

(2) At tached i s a 

suggested reply to 16r . 14c lnt yre . 

(3) Bef ore it 1s r e t urred, 

I should like t o photostat the 

telegram. 

Upm 

-
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Mill,. *11'1'11 rca 

THE WHITE HOUSE 

WASHINGTOH 

~ .,, lN8 

DI'HPT MCilGIII'DIJ 

M. L MclHID 
s.or.\u7 W ~ PrealMD\ 
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C4 
R~ TAX LEGISLhTION hND IMPROVEMENT July 12, 1938 . 

11:00 a .m. 
?r esent: 

H. JI .Jr: 

.lag ill: 

Shou;>: 

ii . :.!.Jr : 

Mr. Magill 
Mr . Hanes 
!.lr. Helvering 
Mr. White 
Mr . Haas 
Mr. Tarleau 
..!r . Blough 
Mr. Shoup 
ll.r. lolcReynolds 

I jus t wanted t o t alk ~ l ittle bit, do a l ittle 
philosophizing, on this ques tion of r evenue and 
t&xes . hUd r think if during the summer - and as 
I s ay , I haven't had a chance - and t hese people 
nere, the rest of :you, be thinld.ng about it, come 
back and see me before I go if :you want t o . 

No11, we c&n forecast for tile next two or three years 
about what the Government expenditures ar e going to 
be, wi thout any great difficulty, and I'd like t o 
see a program wor ked out, say, over a three-year 
basis, because we' ll send up a budget in - we have 
to ma ke u budge t up in the fall of ' 38, fall of ' 39 , 
and t he f all of ' 40, so ther e 's three :year s ; and 
re- examine all of our present sources of revenue, 
explor e new sources of r evenue, with the possibility 
of furnishing enougn r even ue to r!lJl t he Government 
somewher e on a seven billion dollar basis . Use t hat 
as b mean, anyway. I think tha t would be a good 
mean, a nyway. If business gets better, we hope to 
r etire some of this debt, and I personally would 
very much like to see the t axes on consumer goods 
reduced . I think it' s wha t, about 60 pe'l'tent, Shoup, 
now? 

57. 

Depends on ho..., :you count payroll taxes . It gets 
r ather complica ted . It ' s a large percentage . 

I 'm just talking for myself - I mean my o;m feeling. 
I t hink I'd like t o see - I mean I 'm throwi ng it out, 
I'm not telling you - but t his t ax on consumption 
certainly oughtn't to b e over half. I think we ' ve 
got to look towar ds t he inheritance and estate t ax 
for more money . 
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h. :.I . Jr: 
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I personally doubt whether poll tically we can get 
tbis thing through called broadening the tax base, 
meaning tha t the fellow witn a thousand dollars or 
less will pay anything. And I think before we do 
the t 11e 1 ve got t o get the fellows in my class, and 
that ' s the fellows ln that big middle group . 

85 

I don ' t know whether it's possible - I'm just shooting 
from the hip, but I just want to give you something 
of the ·.vay I feel - I don• t know ;vhether it • s pos­
sible, but if we could have a t ax ~hich would be the 
same for corporations and partnerships and individuals 
and all that, and - with no exceptions, with no 
exceptions, and - so tnt t if we needed e 20 or 25 
or JO percent tax, a ll we' d have to do would be just 
to change t he r ote and either r aise it or loNer it. 

And then the most important thing - not the most 
important thing - but th~t we'd establish this t ax 
basis on the known income r a ther than g ambling on 
income eighteen months hence, and that would be the 
l ast thing tha t Congress does rather than do it the 
way we do it now. I mean I think when you get into 
that, Hanes, you'll be amazed - I mean we sit here in 
December and try to foreca st what business i s going 
to be 18 months hence, then we announce tha t we're 
going to r a ise so mu-::h r avenue. Whether the thing -
I don't know whet her i i's you (Megill) or Shoup 
developed tha t if in June "e decided thst Congress 
mcd passed so much legislation, .vhich would cost so 
much, &nd we ' d establish a tax based on the previous 
year ' s business. Isn' t that t he idea? 

Roughly Hhat it comes t o . Or current year's business. 

We 'd J(OOW exactly - we'd be doing it on a kno·.m fact 
rather than trying to do it on a completely unknown 
fact . We'd f ace tnis thing and simply say, "All 
right , our expenses are seven billion dollars and 
now over 11 three-year period there's going to be 21 
billion dollars ." J.nd then a certain elasticity so 
tha t when business isn't so good he ought to spend a 
little bit more and it business is better he ought to 
spend a little bit less; and having this Public Works 
thing on an elasti c b~sis, so we wouldn't be committed, 
so the President could stop it, which he can now, and 
start it. I said yesterday I t hiDA the main thing is 
we start to spend too slow and we stop s pending too 

Regraded Uclassified



Shoup: 

~agill: 

H. :4.Jr: 

Jagill: 

li . l.I.Jr: 

86 

-J-

slowly, we're not sufficiently flexible. Vie got it 
under way too slowly and when things pick up we stop 
too slowly. 

But I think the whole thing i s entirely too coMpli­
cated, and the answer i s this: 40 , 000 account ants and 
t ax experts r egis t e r ed when t here should only be f our 
t housand . 

But I thin.< if we could t ake a look a t this t hing on a 
t h r ee-year basis r a ther than just on a one-yea r basis . 

And tllen any t axes we f i gure - I think we ought t o 
very much have in mind t he s t ates and t he munici pali­
t ies, and if we •re going t o do something new don•t 
let ' s put on something which is necessarily going t o 
take i t away from somebody else . 

I also think - I• m jus t shooting this stuff off t o 
you fello•Ns, to think about it and come back a t me 
again Thursday arternoon if you want to - I think 
Ne ought - I 1 m just throwlng t nis out , t his question 
of our collecting - instead of making the Texas and 
St andard Oil and any of these people file all of 
these separ a te things i n the sta tes and municipali­
t ies a t great expense, t ner e ' s no reason why the 
Federal Government shouldn't collect all the gasoline 
tax, then if the sta te wants us to collect so many 
c ents , we ' d collect lt a nd r eba te it, so the oil 
company would only have t o make out a Federal blank, 
not have t o file it in every single state. Isn't 
t ha t wha t t hey do now? 

They have t o file with e ach state. 

Worse than that. 

What? 

dor sa than that. 

There 's no r eason why we shouldn't col~ect from t he 
Texas or Standard, so they' d have t6 give only one 
blank, and if the St ate of Florida wants to collect 
whatever it is - I mean the s t a tes would just have 
to say, "Please collect so much for us a t the source ," 
and we would. And I think the same • ould be true -
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let 1 s see, the states collect on inheritance, don ' t 
t hey? 

Yes, or es tate - all but one state has it. 

What I ' m talking about is i f we could, for the s t a tes, 
col lect f or t hem, the savi ngs to t he individual , the 
corpora tion, would be e normous, wouldn ' t it? 

Yes, it would. In t he i ncome t 'ax field tha t is 
partlculnrly possible . 

In the income tax. 

~he s avings that are possi ble . 

And after aU , I think t'e should think of t he expense 
t o the business man or cor porati on of paying his tax. 
I mean i t ' s enormous, entirely out of proportion. 

And I ' m just throwing out some of t he t hings I have 
accumulated over a time, and I ' m not thinking of 
laying any of these t hings down - some of them may 
be very i mpractical -but I've absorbed these things 
now over four years and so - and I don' t know who 
was worrying about whet we were going to do over t his 
summer , but I just wanted t o give you some of the 
t hings t hat I had in m;y mind. And a s I say, I 'm 
not attempting t o say that t his is wha t I want, but 
t hese are some of t he things t hat I 1d like to leave 
behind i n the way of milestones . 

But it would be very nice just to take t he oil com­
panies, for i nstance, and fig ure how much we would 
save t hem i n bookkeeping if they only - if we 
collected from Ur . X oil company all the gasoline 
taxes and 1ben rebated them, wha t would it mean in the 
way of saVings t o one of these corpor ations? It 
would be enor mous . Would tha t be possible, Sboup or 
Blough, t o fig ure that? I mean what it costs t hese 
companies to file and all the rest of that. 

~f we could get access to one of tbe companies ' books, 
i f t hey ' d cooperate wi t h us. 

Be glad to tell you. 

• 
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They' d t ell you. 

I'd be interested in just what it means on their 
dividends . I 1 11 bet you it's an amazing figure -
the cost of the paper work. 

~e more difficult for them t o bootleg this stuff 
without t axes over s t ate lines, too. 
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I know, but I was just thinking in terms of the cost 
t o them . 

Of course, as long as there is a difference i .n the 
rates among sta tes, even Federal collection would 
necessita t e considerable r ecord keeping of shipments, 
you see, as to where t hey ' re go!ng and they ' re to 
be consumed . If there were a uniform r ate over all 
the country, then collection a t the refinery could 
simply r eplace all other gasoline t axes . 

But it would b e all on Federal blanks instead of 48 ' 
different blanks . I mean I'm encouraged - we did 
what is seemingly the impossible - after all, we got 
three Federal bank examination agencies plus 48 s t ates 
to agree on a number of very compli cated rules and 
regula tions on ba.nk examinations . Now, if that can 
be done on a purely voluntary basis, with notbing but 
just mo ral persuasion to get that done. - I think we 
could go much further with the sta tes, I mean . 

You've really got three different mat ters that 
you •ve mentioned, end as a matter or fact we have 
been working at all three of them along much the 
lines you've outlined them . He had the Shoup-Blough 
report of l ast summer, with a recommendation of an 
ideal Federal tax system on t he basis of seven billion 
dollars r eceipts, and Shoup i s working on a r est a tement 
of that a t the present time. 

The budget - matter of making the budget a t a dif­
ferent time and different way, you remember, we took 
up last spring, and we ' re going to bring t hat up t o 
date. 

And the last business of Federal-state cooperation, 
in my judgment, is the most important single thing 
tha t we have t o do, and I have long felt , as I think 
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you have, that i t - there ' s been plenty of t alk 
about it and 17e know wha t we ' d like to do end so 

B9 

on, but the thing now is to adopt some type of 
procedure which will actually get it into action. 
And I think that all of us her e are agreed on the 
proposition that the only way we can see to do that 
effectively with the 48 sta t es, and so forth, is for 
the President to designat e a commission or very 
high grade men of nationul standing, say about a 
five-man grouv, empowered to go lnto this si tuetion 
and make a report, conduct the necessary research 
and so forth, with a view t o making recommendations 
which would be accept ed in the end by the Federal 
Government a nd by the states as a solution of this 
problell!. You are obviously not going to get a solu­
tion unless the gr oup which suggests it i s £ group 
which curies weight both with the states and with 
t he Federal Government , and tna t is why I t nink you 
come to the idea of a presidential commission of the 
sort that I have indica ted. 

It clearly must not be political, in the ordinary 
sense. I think it clearly ought not to have 
r epresentatives of the states and Federal Government, 
in the ordinary sense, but should have men of the 
nighest standing to ••• • 

But Ros , I think - I agree with you - but I think we 
ought t o know enough about it, that if, for instance, 
we had the figures on the tax cases and the cost -
Hanes expects to go in the field - and if we agreed 
on this pr ogram, say, "Now, this is costing so much 
and this thing is just perfectly silly ; we ' re going 
to ask for legislation to hove this thing changed, 
because there ' s no r eason why the corpora tions of 
America should be spending so much for bookkeeping.• 
I have never seen the figures , but I suppose they ' re 
available . or course, the r a ilroads , I know, have all 
those figures available. And as I say, we could -
and tha t would go for income tax, go for inheritance 
and estate t axes . 

Yes, that's true. Of course, what you hove - the 
question is what you can get the states to accept, 
and there ' s going to be a lot of difficulty . You 
see, you take a s t ate like .New York, in which you' re 
getting over a hundr ed ~illion dol lar s from individual 
income taxes; it ' s not going to be in any hurry to give 
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tha t up, no matter what 

No, I don't mean that they ' ll give it up, but I'm 
jus t thinking in terms of collection. 

Well, that's just what they woulan't want . 

90 

They 've got their own organization. They don't want 
to break it down . 

Got their own or ganization, got their own contr ol, 
and you ' ll get a terrific barrage to the effect tnat 
if the states let the Federal Government collect 
tne gasoline tax and the income tax, that they ' re 
giving up their life-blood , ~ust becoaing counties 
of the ~ ederal Gov'ern:nent . l;o that there 1 s an 
awful lot of spade work has to be done on it . 

I agree with you, but 1'e went all through that -
I went all through tha t in New York state with 
Governor Roosevelt on the question of land t ax and 
school t ax and r oad tax, and when he ' d go into n 
county we hud a book fixed up for him showing how 
much the county contributed and how much the state 
contributed, and everything else; he just went out 
a nd sold it. 

But don't f orget tha t even in tne State of New York 
the Federal Government must be returning to the 
state - I don• t Know whit t the figures ar e - far 
in excess of what they contribute to u.s . 

(Nods no) Other way a round . 

Are you sure of that? 

Yes, tha t's right • 

Very certain of it . 

On an economic basis, certainly New York is contr ibuting 
more than it ' s getting ; must by the nature of the case, 
being the richest state . 

What? Then we ' ll t ake another state . l'le ' ll also not 
t ake North Carolina . 
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Tbat1 s all right, because the so-called t a xes North 
Carolina pays are chiefly paid by everybody else in 
the country wbo smoke the cigarettes. 
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Well, all I was trying to do is - I realize what I'm 
saying is difficult, but I -do you questi on that it's 
the direc tion in which we should try t o move? 

All I 1m trying to do is to sell you on the idea of 
this commission, because I think •• •• 

All right . 

I t hi nk we 1 ve been thinking or this - Shoup and Haig 
at Columbia , one or two others - Blough - for some 
year s, and we •ve all come t o t he conclusion tha t 
you're no t actually going to get anywhere unless 
you t ake that step . 

Ros, i s there a pr eliminary r aport, and if not, why , 
might not one be prepared within the Treasury explorine 
t ha t avenue and ending up with the recommendation • 
showing the necessxty t or t hat, in which a grea t deal 
of the spade work would be done? 

Well , I think we•ve done - pretty well done the spade 
work, as f er a s t ha t ' s concerned . 

ooell, all I wanted to do is - you men are going to 
be here this summer - is nwhat 1 s llorgenthau thinking 
about, now does he feel a bout it?" Now I•ve unbosomed 
myself. These ideas ar e things I' ve collected . You 
know about how I feel, and that's all I'm trying to 
at t empt to do . You see Just whl!t• s going through my 
bead . I ' m talking - didn't prepare for this . Jus t 
t he things which have been running thro1J8h my heed, 
and this idea of t hinking of the budget in t erms of 
three year s rather than one year , I t hink, is new 
certa i nly t or me, ~ould be new for the President. 
Cer t ainly right after Labor Day the President i s 
going to call for somethint, he'll want something; 
I think we ought to have something for him. 

And it ' s Just like llrs . Roosevelt - some Englishman 
came over t o see her and gave her a l ot of talk about 
Government credit a nd all that, end I think there is 
a Job t o be done if we do it over a three-year baiis. 
I mean I don't -my thinking hasn ' t cleared . I'd like 
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to know how much r evenue ought to b e r aised and how 
much taxes ought t o be r aised tor the balance of 
t he Pr esident ' s administration, and I t hink i f we 
cun set that up and first clea r it in our own mi nds 
and t hen try t o clear it in the Pr esi dent ' s , t hen 
take it to t he count r y , why, maybe there would be 
less worrying about Government credit . You see, the 
fellows - the big institutions aren't afr aid . Our 
long-term Government bond marke t is the stronges t 
it ' s ever been right t oday, but - so t hey ' r e not 
worried . b ut the f ell ow on the street, the small 
fello11 - he ' s wor ried, he doesn 't unders t and it . 
The r eason is we •ve never gone out with a pr ogram t o 
sell; •·e haven't had a pr ogr vm. Let ' s be frank; 
::e huven' t got c. program • 

.out I tnought ni th a ll tuis t alent maybe tnis summer 
you fello"s 11ould 1rork it out . 

Ha ve you (Shoup) any date i 11 your mind - I mean are 
you going to st ay on with us tor some time noYt? 

I heu pll<nned t o st ay on according to an agreement we 
hua nna ol'!ginally until the end of t he summer, then 
going back to Columbia f or the fall t erm, of course, 
because ~ l eave has expir ed and I must go back there 
first or middle of September . 

Is t nnt tne understanding? 

That was the underst&nding . 

.All the more rea son we should squeeze his brain dry. 
'l'hnt ' s what I wanted t o find out . It ' s up to them 
to get al l we ca n. Maybe we can have you com6 back 
nnotncr t eNn . 

1 tried to argue ~houp into staying, you unders t and, 
but he decidea ne want ea to be a scaoolmaster , so 
"·e get Blough in his ;>lace . V:tw t ever 11e can get 
out of Shoup i n the meantime, we ' re Just t nat much 
s nead • 

.nugus t, Sevt ember - we ' ve got t ;vo months yet with 
Shoup here, so t ha t' s qui t e a long t ime . 

Thank you t or letting me talk at you. 
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Morgenthau Reveals 
Be's Farmer at Heart 

Treasury HeaCf Tells How Appeal to Wallace 

Saved Hudson Valley Strawberry Crops 
By JODftOM D. ~OPJ'. 

FlSHKTii[•, N. l., July 11.- It took the com­
bined forees of the Secretary of the Treasury and the 
Secretary of Agriculture, but they did it. They eavcd 
the strawberry industry in the Hudson River Valley, 
nnd now they hope to save the raspberry industry. 

This little story of All unofficial New Deal PNject 
1n a Republiun atronahoJd wu: Acricu.llar& .._ .. u.. \'a.uu."' 
told by the man ••• It the 11M ._......, tolaW. "TTI<J 
rmardian of Unele S..m 'a Treu- ,..._ &e OM..,.,............._ 
· - n..&Mo ..................... 
ury, lle.ory Morrm_th• t!•Jr., but

1
s. .,._ ktll....,. u..,...... ,., 

w hOM real )OTe Lt h11 1.,500. a ......._ ... ...,.,. .,.. ,....._ .. 

aou farm, nmled In the Filb· n--w.: Tho &oulllotn 
kill Mountain&. crowtn ,...,. 11>1- plan~< lbat 

-~ --- ... -, .. FLll&8 IN n•-··-~~ >Ill- after b!_..... wh.ldl 
D.eb week ...ad a plll\e tllea b1m 1.1 touah 00 an,y atrawbe:rry. Now 

Crom nreltetma W&lhll'l~ to \be, are placed. tn a mulch 1n cold 
Homeatead P&rml., thlee mllu trom ttora&e, and t.ha LDduat.ry 11 boom· 
htre: to t.be JoftlT, coo& ~" tpa •••ln. 
~onW boule; lo a -court, BAD U.tH Qll.UTS. 
!tOM cardma. • ~ pool. "'W• a.a. u.... ,..,.., tt 

Htre a.ra peaot &Dd. ~ ..,... • ...._ t Jail nar... u.. 
and rou wm tlDd t.beM. tJ.to. tD Sec:n&an' ...._ 81 .. ... 
lhe apple orebard.. or t.bl M• ,.....a,-. .. U..,h a.. ..... -& 
ehr:n7 cnlW"d.. m .. lbl .U..wben7 ........, .,.. Malt.r'~ .... ...... 
fltlell or to 11M red an4 ....., "'w ,_ ... p- tnm 1 
annuea when crow &be no· a..1 ... ..,... 

~m. ·--•some~ " lla~ M ""TIM: rMPl lrrhl .,.. .,.._ 
the tMPMn7 ........ u.. '""'" ..... .. , .......... leortfAn 
\arT ..,. _., ......... to wauac. ap.lll. The Va.Utr It 
wliUa• 1,..., O:We'U Mft &o ••• ....-k;et Mabt of New Yw lr, 
ad at&er t.bJa.• land ..... 't takad •• '" tt 

die old. • 
\ '&LU'l' FACED &VIN. TbaoecreW>'bae-•tarmer 

He d.ld aomethlnr about thumce 1114. To Ule HoiMI\Hd. 
altawberrleo a 'ffllla ba<lt. Tllllhtma he -l bla llrl<lt. Mrl. 
tl~ tndUIU7 -.no<ll.bree- Norpalbau: boro bll-. 
t r.an. a.ro: In no time it wu <Sea4. Heor7 J4 aDd Jt.ober1.. aDd b.Lt 
llulo lbUIIGieCI DWI7 ID lbeCI&UibW . J-. ba .. - ralood 
Va1Je7. Tba alnwbenT planwwtlb • .... tor lba IOU. Tbdr 

almpl7 would,.. aumn. ~~-·"""'- - ot • ,......... up tn.. lbo &outb. uanaplan~. apple or<banL N ..,.. ct ...U 
tbt7 wltl:lft'ed awu, and AO OCMrrw&l. a1'1::DITII'd.l'DlliDIIDtSodo'A 

could cllcowr lba <aUM. an4 maleRlc - · 
, &e<reW>' Morwmlbeu appultd uvoaa MJUt OONTIIOL. 
"> • &ecr<WY ot "-"<UliUH Tbor an 100 - ot Bolotelnl 
wt.Uou, teU..,. ol lba pll&M ot..,.. Jme,. an4 lba dalr7 .. ,. 
tho vaue,· people, lnchu:tlnl. or ror ... bali ot \be oouotr &aut 
eourte, Pre8Sdent Roolevtlt, whott Uld oae-hal.f or &be lDIUJ'U).ot, 
m awberr7 bocU an ool1 20 mllet- eo. _,. wortclbau 
trom 8oc>roW7 Morrenlbau'L Jababe 1111 head ..., 11M c1a1rJ 
n.u:u <:A Ill&. - Tl>ero Ia mucb clllfor-

ID --lba-">lbe 
0111c1a1 Wllllbtnl1411 ,..,..,. ~- mel lbe - 1o lbe --

..Uoa. · - bo--............. ~,., ...... _ ....... ., ... 
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July 12, 1938 

Questi ons that ;rou m1ght consider securing inrormation on 
trom the Chinese Ambassador: 

1. How much silver does his Government now have in London 
or enroute to London? 

2. How much is pledged as oollateral7 How long does his 
Government intend to maintain that silver as collateral? 

3. How much silver 1B the re now available in the bands ot 
the Chine s e Government in China? I n Hong ~ong7 

4. How much more silver does the Chinese Government expect 
t o collect from circulation, f r om hoards and native banke7 

5. Is t he Chinese Government obtaining any subst antial 
credits from forei gn countries? (especially England and 
France) 

6. Does China now have adequate transportation facilities 
tor t he importation of large quantities of roodstutta into 
retugee areas? 

• 
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The French 51 tua t i on !low ' 

t . 7~· French economi c e tuat t on i s still bad. Ind ex o f indus t rial 
-~-turticn con~1nucc to f a ll. I t i s new Io percent l eas than lest 
, •r. ~nP~loy~·n~ is a t ~~gb levelc and p r oduction of coal, iron 

r. •ePl &rg a t subs r~t1ally l ower levele t~n laet yeer, even 
:> , t. last year Fr11nce ..-r..s s:.~ffertng from a r ecession. 

? , :'t-;u;il the pol1t1yPl situation i n Fr!nce 1s mo re outet than 
! . ;~ecn I n a Ion~ t i me some acute oo~nentators believe that 
~ v·rP l y a l ull eforl' the s t or rn t o come ln the r a il. The 
-.-~0!." ccst Of lfii'fr.E d il gi ve impetus t o poil tlca l ao t \V'.tlPB 

• · ~p ?DrtiP e o f t he lPft ~nd mey l ead t o a r~np~~l of strike 
~~· c thrcu£0ou t Fr11nc~ . The Government ad j ourned parli amen t t n 

:~~e, re~uelni t o perm it d1acucs1~n or t wo maj or i ssues, first, 
· .ere• set" in ·.,agee f or ._ovemme n t e:!!,.,loyees to compenst te f or the 
:-! t.._, cost. of livtng and :~econd, the French foreign policy ~~ 
s •ln r.h1c~ ~= the ~oet i mportan t o f do~~stlc yr obleae at~~ pre­
c • · 1.r.e. 

; . Tre f r f,nc ls not s t r.bJP. . The f:~ctcrs '"'''Itch b r cught about p re­
l~UP de~recl$ tlons nr e stil l p r esen t 1n a n equally acute tor~ . 

':'' P t•tccnsslve J.eprecte.t1ons o f the fre no have not solved her 
!' t.h;Js . They have b een r onl " shote in the arm" ..-hich served to 

.,, '~ ncp through or1t1c~l periods but lett ba ste r~obleme un-
. ·Jcheci. ::or wi ll anot~.er depr eciation of t.he franc help t owards 
· ).• ecb:ion any ~:>ore t l'pn have t!'Je pt>e t once. In f act t>nother 
• v• 1•Jeti:>n - - 1 t would be t.he 4th i n three ye&rs - - ;ni ght even 
'n U·• prp ltl!'~ "lery s t er> toward uncor. ';:-ol l ed dep recla tion. 1'he 
!l· r ' c ~"r ble!:!s •·hich t.ave not been eolve~ 1 nd wh ich must be 

lvr d b('!"ore the fl'a no 111 stab111 z.ed are: 

large bud~e t d r'tcl t s 
l~r~e advereP trade bal~ncee 
Ql gt. l~ tereet rn tes tn the capital mar ke t 
lac\<. of c onf ' <\ence i n the f ranc 
pol itica l i netebtl l t y 1n domeattc and foreign a f fotrs 

7hoee who cla i;n t hat Frence ' s mon• tary d1f f i cult1Ps e r e inevtt­
fhl • £j l ong a s she does no t correct he r f und&nental mals1 j ustr•"lts 
t•e .c:-tlr right, but they are, v:e fee l, whol e ly wrong i n expecting 
~.:. ~ ttose mlad justments cP.n be c or rec t ed wi th i n the nenr future. 
Ln:-be budget, large a dve r s e t r ede bal8ncea ond l a ck o r c onfidence 
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1n ~h~ franc are cond1t1ons wh1ch real1et1call y will not and 
r·r.~o: bP r emedied through the comi ng months. 

99 

il•P 18st devaluation {lolay 5) dld impr ove the French e1 tuation 
~o.newha t . 

( r) ~~re was a r epatrtat1on ot French capita l or over 
~4co tclll1on. 

("e; !"rench international co:npeti t 1ve posl t1on was improved 
,~~ the unr~vorable balance or trade 1n terms or gold (not rr•nca) wil l be cut pr obably abou t one-third. 

(c) ?renee has added t o 1ts gold reserves 1n terms or 
rr•ncs eb?ut 6 billion francs ~rof1t trom the h1gher velue ? f 1 t s ~c ld hol d i ngs . 

Unfortuna~ely all three or t hese effect s are transitory. 
~·or• hr• oee, no basic lmprove~ent 1n the French s1t~~ t1on to - .'•·:ent the dissipat i on or t hese grins. Her budgetary positi on 
:~ n? better; hf'r unfavorable balance or payrnante, th•:m;.l sl1e.At­l"' iJ>pr oved, r P1nc1ns dangerously high; t:.r.J the ~mall lntermi t tent 
~lows of tol d can e8s1ly ~row i nto a heavy otreom with sn?ther " rut;;r t ot' cap 1 tal" which wlll accompany, ae 1 t hae ln the past, 
t~• neT.t pol1tlcel ori els . 

~ . 7hc~~ 1s, we 4r~ oo~v1noed new, PB we were convi nced last :·Ao_r 1<nd tht year before last, onl y one pr act i ca l e.pproBoh to ·:,e ~)lutl ~n ot Frenoe ' a currency d1ffl oul tioe, MJ;Jrly, the 
~ :>slt i on ot etfeoti ve exohenee oon trols over non-oo!lllllerciiil :r,>ncr.otlons. 

~xc~Pn< e con trol will not solve her currency problem but 
~~ ~11! be the tiret step toward that solution. Excheng~ contr ol b;1 lte<' l f Will 1<t beet only check the tllght trom the tranc. But 
In l.dd1 tlon to excl>.ane;e c .,ntrol 1 t 1v111 also be necessory to en­sure repatriation ot some French capital by the i mposition or epcropriete per.alt~es on ts1lure to bring back capi tal • ltbln a r•· r r.11ble s eel fled tlme . 

Obvlo·Jsly these measures are drostlo and unpleasant but theM "1 "' rn11t1 vee wblch ere poll t1cnlly ;>ossible, ore .-or se. 
) . France will be quiet when you arrive but you may see the t'1re­
-~rks before you leave Europe . 
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PA!W'HRASI OJ' TJ:LmllAll RIOIIVED 

J.IROII : Amvioan llllbaaay, Pari a, l'ranoa 

DATI: July 12, 1938, 9 a.a. 

lfO.: 109' 

FRcri ooomwr. 
This morning I returne4 from Basel where OYer the 

weekend the BIB 4irectors hel4 their meeting. 

On Bun4ay at an informal meeting, Go~ernor Fournier 

explained the French open market ayat•• lfiemeyv 41.­

cuB&ed H\llliiU"illll b&nltillg ollangu. 

llostly r outine matvial taken up at meeting on lolond&y. 

In pri~ate 4iiCUiaiona the main topica of con~veation 
budne•a 

were the American E-f+/81 tuation, outlook tor !Uropean 

p olitical aituation, financee of the French an4 German 

4ebt arrangemente. 

In a talk with Niemeyer, he tol4 me that he regretted 

t wo unfortunate taotore in the J.nglo-Oerman 4ebt agreement -

firet, a aeparate agreemen-t ha4 been made, at German in­

stance, which broke the united front of the cre41tore of 

Austria and the Reich; eeoond, Geraany accepted the agree­

ment only attar original repudia-tion of Auatrian deb't 

solved much dittioul't nego'tia'tion and wi'th Germany faced 

by a threatced Bri tillh clearing, all of which led 'to 

doubt aa to the aincerity with which the preect proaieea 

made by Germany will be carried out. Jliaeyer him18lf 

tb.inlta 'the teraa of 'the agreement are &a good &a ooul4 

be expected, &114 8Y8D be't'ter than waa anticipa-ted 'by aoat 

of 
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of hie oountr:raen. He e&id he doea not look for Italy to 

cause any new trouble over Spain, or for i nternational 

oomplicationa to epread froa the 9paniah aituat1on. 

Toward fall Trip expeota negotiation• on a debt and 

t rade arrangement betwem the Germane and the Dutch. Be 

expressed regret that the Brit iah had made a separate agree­

ment after group meeting of t he (?) oredi tora had been con­

vened 1n London, and w1 thout plana for an a r rang•ent being 

made known to other f oreign groupe. He said he liked the 

British agreement's amortization f eatures, and hoped that 

equally favorable treatment would b e gi ven to the Dutoh. 

Ae for conditione in the Netherlanda, Trip e&id 

they remain about the -e. Hie country ia suffering from 

general world depreuion, the oonaequent unemplo:raent, 

and t he worrisome Treasury situation, although the latter 

1e not dit.ngeroua. Trip eaid he 1a happy that he aa Oentra l 

Bank president oan atill aay what he thinka, and that 

he was able to point out the needa for monetary stability 

and sound national eoon0111y as he did in hia laat annual 

report on the Bank. He ia aorry that II&JlY of hie central 

bank oolleaguea either cannot do wbat he can, or ther 

do not ahara hie 00111110n sense • 

Governor Rooth told ae he belitwea there will be 

awea• debt negotiations with Germany by Sept•ber. He 

WO\U.Il be eat1eti e4 for Sweden to get the aaae treatment 

ae orea' Britain, provided the I r euaer loan - already re-

duced 
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duoed f ro• 6 io <l 1/3 paroeni,- ia ghen 1Peoia1 oonaidera­

i1on. Germany baa repurchased around $40,000,000 of ihie 

loan; the original -ouni was t1as,ooo ,ooo. 

Governor Rooth would not parmi i the eale in Sweden 

of new iwo paroeni bills of the French National Railways 

wiih maiurity in Bept•ber. The inuanoe of such ahori 

term paper worried him, as he wae afra.id ihe French anticipated 

further monet ary depreoiaUon. Be plana t o keep on shipping 

fortnightly lots of gold of around three llillion dollars 

eaoh fro• EnglaDd Tia Sweden, until he baa a total of 

fifty million in New York. 

Governor Fournier of the Bank of france thought tbat 

a 1110re favorable agre•ent should ltqex-•n be given t o 

the ~.enoh by the Geraana than was given to the Briti sh 

since the frano ie depreciated more than aterl.ing, and 

the Germane oould thus afford, after violating t he gold 

clause , at least t o pay more interest t han they wil l pay 

on the st erling bonds. At Basel the general impression 

was that the Daladier Government has been a disappointment 

1n that the decrees i t baa issued haTe been of a timi dly 

ineffectiTe chara cter· none of the countr y's basic diffi-• 
culties baTe been aolTed, in spits of the fact tbat the 

labor si tuaiion is fairly cala; and, by autlliiD, the Treasury 

wUl baTe had t o borrow froa the Bank of France, whi ch 

will 
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will weaken the franc, and fUrther depreciation of the currency 

may again have to be faced - which h not warranted by the 

oaaparative price level - or ezohange control may have to 

be instituted - which DO one bel1evea would be eucceaefully 

effective. Some Basel observera fear that the French situa­

tion might get aerious enough again to encourage Germany 

to further marauding. 

Generally it was believed that the Austrian exPerience 

has so11ewhat cooled Henlti.n' • ardor for an anschluee between 

Germany and Ozechoelovakia, and that an early aggreeeion 

of a violent sort against Ozechoelovakia ie not to be ex-

pected. Hitler may have to operate next aga1Dat Danzig, 

ldemal or even Liechtenetein in order to keep hie mill of 

mi&chief grinding and to keep the Ocertng group aathf1ed. 

I had a talk with Schacht , who aaid that the general 

world situation worried him more than it did laat month. 

I &eked Schacht whether rebuilding of Berlin and Munich 

was deatined to serve as the outl6t for labor which is at 

present worki.ng on armamenta; he aaid it was not. It had 

always been hie hope that this labor migbt be diverted to 

the heavy export induetriea. Th11 hope ie wan1Dg, however, 

eepeoially .tnoe hie exporta in June were even below the 

untavora tile figure for May. I aued him whether he -• 

afraid that there would be new British economic penetration 

1D 

• 
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in the Danubian and lear Eaatarn oountriea; be replied 

that be did not aerioualy ~ear t h1e. He realised that 

these araas would like to ha~e eoae outlete other than 

Germany eo that t heir ~rile exchange r e ceipts could be i ­

creased, but he l aid epbae1e on the degree to which Ger­

many waa the natural purchaser o~ so many products o~ 

these oountriea which could not be abeorbed by the British. 

There~ ore he locke ~or certain Bri tieh investmente in 

t hese countriee ~roa which pro~ite may be gained, but 

does not think there will be eerioue displacement o~ 

German trade. 

All o~ Scbaoht1 e plana regarding the British bad 

been based on t he knowledge that England would alwaye 

be held back in count ermove• by her ties with her domin­

ions, he said, because the dominions eo importantly look 

to Germany ae the main ~orcgn buyer o~ thei r wool, hidee, 

and eo on. 

Schacht told ae again of hie resentment over what 

he consider• official American effort• to block hie trade 

in Brazil and other oountr iea whi ch, he 1&14, cute down 

the foreign e.xch•nge which be may have or care to spend 

~or goode ~r011 the United stat ... 

According to Janaaen, t he monetary situation in 

Belgillll 1a better than it was a month ago. He said hil 

bank 

Regraded Uclassified



'105 

-8-

be.nlt had recovered a fair uount of gold and there wae a 

let-up ta the pre81ure on the belp., There wae an improv~ 

ment in the poll t1on of the Treaeury, 'but it wae not yet 

eaer. He c11d not ant1oipate any early diff1cult1ee. 

The brother of ex-Prelllier Paul Van Zeeland, Karcel Van 

Zeeland., believed that the Belgian politioal situation was 

unsound. The oppolition to 9puk 1 e Govermunt ia not etrong 

enough to thre&tlll it now, he eaid, 'but it waa atill effec­

tive enough to prevent the Gover1111ea.t froa taking any 

conetrucUve -sur•• need.ld. to pull the country out of 

its preecmt poei t ion, Karcel Van Zeeland said hie brother 

Paul was looking forward with much interest to hie 

visit and. leoturee in the United States in October. 

Genuine peuillli• W&s e:z:preeeed by Galopin, the 

Belgian 1nduatrial1et c11rector. There bad bee a eae.ll 

pick-up 1n steel and textiles in Belgi- in the past two 

weeks, he aaid, but otherwise the economic situation wae 

bad. The European problem oonoerne hia, as well ae the 

failure •! the United Statee to regain ita eelf-confidenoe. 

Ge.lopin does not think that it 18 cmough for the Uni tiel 

Statu to cooperate 1fith .Qu-ope through reciprocal 

trade agreement1 and. aoral leoturee; he is oonvinold. that 

both Berlin and Roae would alter their poUoill if the 

United states definitely let the u :h etatea understand 

that 1a thair &ggr81a1ona they ha4 gone ae far ae the 

civil hid. 
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ciY111se4 world would pel'IIU th• to go. 

It the United Btatee will not d.o thia, Ge.lopiD expeote 

continuation ot the al'lllll!llent raoe, with ultimate diaaater 

for all o! ue. Be knowa, a~ head o! t he concern which ia 

lurope1 a biggest copPer diatributor, that the copper whioh 

he 1s selllng ia going 1Dto armament. and ia not being uae4 

tor anything elae. 

In Belgi\D the steel ind.uatry 1a workiDg at ~. and 

at !ull oapaoity in Germany. However, there .baa been no 

increaae i n the exporh !rca Oe.rmany. Oal.opin e:~;peote 

t hat ae :L\Iropean abil i ty to finance re&r~~~U~ent diii1D1ehee, 

there will be a d.eoreaae in European purohaeee o! American 

COIIIIO<litiea, and increase in un~loyaent in .&aeri ca. 

He <loea not baYe much faith in the reoent gaine on the 

American atock •rltet. He thinks when earninge o! oompaniea 

tor the eecond. quarter are d..ieoloee4, there will be a 

setback. There hae been a moYe in copper and other non­

terroua metal a troa atocka to manufacturer a but no turther, 

be eaid., and therefore general buaiuaa 1a not aupented 

t o the extent i llat might be auggeate4 by IUoh aal .. . 

I talked with Reuach, German induatrialiat direo~r , 

who aaid. that attar baYin8 been 1D bueineaa tor !Ut y yean 

be oould not enthuae oYer a apeou:Lat i Ye atook •rket 1n ... 
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Iew York. 

The extent to which the reet of the world dependa 

on the United Btatee to take the lead in eoonomio reoo•ery 

waa atreaeed by faoobaaon. In hie opinion the burden of 

Brit1ah arllling will far offaet i .. ediate benef1ta to 

earplo,.ent, JUDidacturing, and eo on. Be e:~:peota that 

the fiy.-year upward JBOYs in the sterling area will re~n 

downward ae export trade ie neglected, ae taxee increase, 

and as purchaeing power 1a reduced, unlees a rw1t&l1zat1on 

in world eoona.r. wae really adYanoed by the United States 

by meane of the following - inoreaeing purobaaee abroad 

by the Un1 ted Statea; a881etilli in raie1ng the prices of 

raw co-od.it1 .. , which will e'*ble other countr1ee to take 

!Uropean -mdaotured goods as well aa American; aend1Jli 

t ouriete abroad; ha•1ng pro~~peroue .American ato<* ex­

changee, which will be encouraging exuplee for IIIILl"ltste 1n 

foreign countries. Jacoblleon wae in London reoently; 

following thie •ieit he eaid he bel1wed that Chaaberla1n1 e 

policy of liquidating Brit ish oo .. ttaente, political and 

otherwiee, ie ~ining eupport and there is a good ebanos 

for euocese of thie policy. 

The Blmlt of Englaa4 Qoyernor, Iorll&ll, 18 reoo•er iDC 

froa hie illnese but oould not coae to Baeel; Cobbold, 

his alternate told •• that in a ffl8 weelte the Qoyernor • 
upeote to re~Uae hie d:ut1ee; he denied ruaora that Iorll&ll 

h th1nlt1DC of retiriDC• Cobbold do88 not bel1we that 

further 

' 
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further franc dnaluaUon ia naceaaary. He l&id he belicwed 

it would be a aevere teat !or the Tripartite it there ia 

any new move in t hat direction. He thought that it there 

ia conliderable recovery in world eoonollioe in the next 

few montha a aerioua !rano oriah might be avoided. 

The Bank o! Japan repreaentatiYe, Tanagi ta, &eked to 

aee me. By Sept•ber, and b efore Hanltow ia mtered., he ~&id, 

a period o! Titial deoieione 1a caaing in the Chino-Japaneae 

conflict. In hi a opinion, the oppoei tion o! the non-military 

element in Japan to the r iaka o! further advancea in China 

is becoming so strong aa the strain on hie country ia 

I realised that there 1a approaching a real opportunity !or 

inter.ention leading to an armiatic a and arbitration o! 

the Ohineae-Jepaneae probl• in a manner that bot.h partiea 

could honorably accept. Such an interTantion could be 
IIUCCaaatully 

'IIIAda/by one person, he belinee, and that would be Preddeat 

Rooanelt, through offering hie g~od o!!ioea in a peraonal 

let t er tc the Empefor and to the Ohineee. 

The Far Jtaat waa cited by O.lopin aa an BDIIIPl• of 

what would happen to Weatern Europe i! there ia no change 

in policiea. It the SOong t .. ily leaderehip o! China i a 

deetroyed, he eaid, Japan Will not haTe the r eaourcea t o 

build up the terri tory conquered and there Will be a eat­

back o! fifty :rear• in !orateD trade with ChiD&. 

The 
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The Pr .. id•t of the Swiss •atiollal Bam:, Baohee•n, 

said thai hie Bank -• DOi loll1na euch eore gold through 

wi thdra~e of toreip fu.Dde fro. hie OO\IDiry, but -• 

tilling an increaeina d~ tor gold coins tor hoar41ng in 

Sri tzerlaDd ae well ae other countries of J:urope. In 

Switzerland the tourist trade is rather good, the eosi nue­

eroue Tiai tore being Br1Ush and Dlltoh. 

October 10 hae b een set ae the date tor t he next 

meeting of the BIB. 

lllD KISS.t.GJ:. 

BULLITT, 

' 

• 
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SEcrEtary of StatE, 

Washington. 

RUSH, 

624, July 12, l p . m. 

FOR TREAS~ FRO~!. BUTTER":IORTH. 

GRAY 

Lorxion 
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DatEd July 12, 1938 

REc 1d 9:30a . m. 

ThE StcrEtary of Statt 1 s rcnarks at yE attrday•s 

r Egular prEss confErEnCE wErE zrosaly misquotEd by thE 

Washington corrESpondEnt of thE co-ownEd DAILY TELEGRAPH 

and hiORNlNG POST and FU'ANCIAL TD.:ES who bEgan his story 

as follows: 

"Mr . CordEll Hul l today indicatEd that discussions 

of Anglo- AmErican monEtary problcns wErE bEing carriEd 

on bttwttn th£ Bri t ish and UnitEd StatEs TrEasuriES 

parallEl with thE tradE pact nEc;otiations ." 

In viEw of thE EXtEnt to which thE dollar haa bEEn 

affEctEd by rEcEnt rumors , arl'aD~Eli\Ents wErE madE 

to havE thE txact ttxt of thE SEcrEtary of statt•a 

rtmarks , as rEportEd in thE radio bullEtin, madE 

availablE to thE prtss and it was a l so rEproducEd on thE 

tickEr 
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tickEr . Acting at t he same t1mc but indEpEndEntly thE 

Bank ot England lEt it be known informally in the foreiGn 

c~changc markEt that no arrane oncnt looking to the 

immediatE reEstablishmEnt of f~Ed parit ies at the old 

lEVEl was bEing considered . 

This had t he Effect or strengthEning stcrlin~ which 

opcnt~ at ~4.92-5/8 to )4. 93- 1/8; later it cased to 

~4 .92-11/16 . 

KENNEDY 

HPD 

'' t • r 

... 
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FED~RAL REftAVC. BANK 
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OFFICE CORRESPONDENCE 
comDBITIAL nLU 
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11117 18, 11M 

OAT£.-_____ _ 

S UBJECT' 'l'a.JPIIOO C011'11\8.&'l'tOI ll'fi 

BAH or a~WU TO 
1 ••• ~ 

FRO¥.-

llr. Hawker ot the Bau ot a:acl~ oallef .. on the tele­

phone at 101!0 aa to4&7. le aald that the)' ware haYiq a beetle 

t iae in the roreicn exohange aarket due to continued ru.ora ot 

etab111.r.at1on or the ~¥114 and the dollar at around 4.87. Be hM 

sold about tl1 0001 000 thla .orDiDg at aroUDd 4.81 8/1 attar which 

t be pound t1raed Ul te •• 81 7/1. There na a general dn&D4 tor 

t he dollar all OYer the oont1Dent. Gold cont1Dued to be tlna Ylth 

the daa&Dd coalq troll all quartera ot the world, 110at11 lurope. 

American dollar eall•• and Br1t1ah IOYerelcna were quoted at a prealaa 

ot around I 1/.,. rith the d•and r1a1Dg. 

Fraaoa were "'1'7 ..U agalD, Hawker atated, ~ he uadeJ~at;oo• 

that Car11Ual ha• loat between I 1/1 and 8 a11110D pounda 1D the laat 

tea d&7•· Be aa14 that althou~ 1t •• "'1'7 dittlcult to Jlace a 

Unger on the real reaaoD tor thla au4den turD rith france, he hM 

been told that the rreneh ,.oJle ware becoalDg Yery peaa1a1at1c about 

their int ernal a1tuat1oa. 

11Jl&Ye 10u &D1 14ea about how lllloh 10ld haa been purchaa.. tor 

boarding purposea •uring the paat -th• I au .. Hawker. Be aa14 that 

i t waa YtrT Uttloult to ..,, but he IUeated between 10 &DIS 111 ~ua-, 

pounda. I told hill that exoh&Dgea hai been nry dull &D4 141e ure 

during the , .. t -k aDd that I belle,. .. •• would oontlmle to haft 

a rather quiet aarket tor the .. at t .. ..aka. 
\• 't I f 

Gold waa tlaef 1D LoiMia at lU-I 1/IJ later 1D the .ol'lllal 
. 

i t aol• at Ul-4J 80-4q t'llture 10ld ooaUUta were quoted I to 7 

. ' 
pence pr..t-.., • 
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TELEGRAM SENT 

JR GRAY 

July 12, 1936 

AM EMBASSY 

LONDON (ENGLAND) 

FOR BU'l'TERUORTH FROM THE SECRETARY OF THE TRE.ASURY. 

HavE rEarrangEd plans and will now bE in Paris until 

thE Evrning or thE twEnty- sixth . ThErEfor E do not 

bEliEVE it nEC Essary for you to joi n m~ on thE twEnty­

f ourth, but rathEr comE ov Er on Monday, thE twtnty- fittlh. 

EA :HF :LWW 

HULL 
(HF) 
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REB 

Secretary of St~tc , 

Washington. 

626, July 12, 6 p. m. 

FOR TREASURY FROLl BUTTE!f,VORTH . 

GRAY 

London 

Dated July 1~, ;938 

Rcc ' d 1:45 p. m. 

SpeculativE dEma.nd for dollars cEasEd in thE after­

noon but the steady and persistent commercial demand 

continuEd. LikEwisE gold dtalinFs werE negligible in 

the afternoon although 432 bars were ~calt in at fixing 

and there wert substantial dealines immediately there­

after. On the other hand thE pressure on thE franc con­

tinuEd throughout thE day with thE French authorities 

making a decided stand towards thc close. 

Reuter sent out the following report late this 

afternoon. "The fore i gn exchange market is quieter. 

This is attir\!:,ted in some quarters to the reassuring 

messages from responsibl E British and AmErican quarters 

regarding sterling-dollar rumoro . Though the i.mmedintE 

market rEaction to thESE messages was only momentary, 

it is thought that thEir implication has no• spread 

t'urther 

• 
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REB 

2-#626 , From London, July 12, 6 p . m 

furthEr afiEld and hElped to allay unEasinEss on this 

scorE . " 

KENNEDY 

KLP 

' 
• 
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PAIUPRRABI OJ' TELJmWi RIOIIVJ:D 

FROM: American l'lllba .. y , Pari a, J'ranoe 

D.lTI: July 1.2, 1938, 5 p . a . 

BO.: 1098 

FROM COOBJWI • 

.lt 13 noon today I called at the Bank of J'ranoe. 

116 

The J'renoh control at that time bad loet 800,000 pouuda. 

The rate bad moved from 178.55 to .70, at which point 

an effort waa beiDg ll&de to break the attack on the franc . 

London waa given inatruotiona to tr:r to move the rata baolt 

from around • 70 toward .so during the noon hour if it 

would not be too expenaha to do eo. Evidently thie 

effort failed, and the rate waa atill .sa at 4 p . m. here. 

Both here and 1n London, intervention wa a made in behalf 

of three 1110ntha franc . The diaoount narrowed !rca 3.150 

1 1/3 lllilliOD pouuda 
of 

to 3. The J'reaoh control loat about 
on the London aarltet 

yesterday, and about 30,000,000 franoa/aterl1118 on the 

London m&rket on saturday. 

My contact remarked about thia sudden turn in the 

franc that started last Thur ada:r, and about the peaa1m1et1o 

sentiment that ia still evident. Be pli.ta blaae on lUst 

for taking j uat the time the deor" law power a are ez­

pirill8 to publilll an article in a foreign -.paine leadiDg 

to the conoluaion that the deoreea wllioh were 1a.ued were 

not adequate, and that draat1o new aeaaurea to right the 

budgetary ai ~t1on and to prnent further fiight fr011 
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t be franc llllat be taken, l(y triad 1e aho oogn1sant that 

worr1 .. h&Ye ooae t o the exoh&llie auket tl"oa weekell4 

speechee in I taly &114 Geriii&Dy, and f:roa unfaYorable report a 

about the ei tuat1on in OseohoeloY&lr.ia, and ec on, !he re­

newed rueh for gold ie interpreted by my f riend ae 8'1'idenoe 

that fait h in any currency ie diminiehiq. 

ToCS&y at a l~mch- of French &114 .American banltera .the 

officer of Societe General who 1e in charge of forap 

bueine .. told me that the worriee of the French are •iDly 

due to the fact that this rear the Governac t ' a reoeipte 

a r e only fifty billion france, while U 1e epeodiq oyer 

one hundred billion france. The head of Credit National, 

Bau.agartnar, eaid that the Credit would not ie<•u• a 

public loan until Sept•ber, and then one b illion france 

would probably b e the liait. 

Karket oontaote etate Be}3ian J&tional Bank gained 

more gold today and Dutch control wae eel l ing florine through 

Bank of England in Yin of Strength of Dutch currency. G­

eral 1Jipreeeion thie 8'1'en1ng ie that aent1aeot 1e a little 

b etter than yesterday . .looor41Jii t o one eolll'oe, a\RODOIIOQ8 

national defe~U~e office will tllllorrow open iewe of 3 1/3 

p eroat 18 110ntJa~ bonds 1n unfixed aaount, to be eubeoribed 

to only in ourrenoy. Ra'l;e on two-7e&r national banda will 

be raiH4 to110rrow tl"oa 3 1;o 3 1/3 p eroeot. E1D KUI.lGI. 

BULLl!t. 
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FOR BULLITT FROM THE SECRETARY OF THE TREASURY. 

Confirming my t£1t.phont convtrsation of today, 

I will arrivE in Paris on thE night of July 23 and 

will stay until tht tvtning of July 26 . 

Ef, :IJNW 

HULL 
(FL) 
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JROM: .uo:RIOU Da!A88T, P&ria, J"l'a.uoe 

DATI: July 13, 1937, 11 a ••• 

10.: 9M 

FROM OOOBIUI 

Thie morning I returned fro• Basel where an Sunday 

and Monday the BIS director•. •et. 

The J'rench financial and monetary dnelop .. nta, 

the gold question, and international politic• held t he 

center of diacuseian. 

119 

The Jetherlanda Bank Preaident, Trip, ezprea88d dia­

plaaaure that the J'renoh had failed to giYe the Dutch eo•• 

warnilli of their plana - just aa they had failed to warn 

thea last Sept .. ber. He did not thi~ that the present 

French GcYern.ent would BUCoeed in restoring oonfidanoe 

eufficienUy to brine capital baolt to the country; there­

fore in a few aanthe he looks for further frano diffioul­

u... It 1s ~i te c ertain that the frano will not be 

followed by the florin. The oantral bank directors were 

1nfor•e4 by Trip o~. the CO"•mique iuu.ed to the pre .. on 

June 17 by the Jetherl&DdB B&Dit to the effect that hie 
I 

bank had been authorised by the Minietry of FiD&Doe to 

&nnO\IIlce that 1n . the preeent oirouaata.uoea the belllt wae 

diapoaed to grant w1 thou.t reetriotion ueaptions fro• the 

eabarp 
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•bus<~ upon gold coins and bars which the decree of 

SepU.ber ae, 1936, •bOCSied. The Jetherla.nc1a BaDk 

President told ae that while the policy was to giYa per­

miaaion for all transactions that aigbt arise, until 

conditions are aore settled they did not desire to ab­

rogate the existing decree Iince new leatslation to 

re-control gold exports wou.l.d ba required. Another step 

recently take, Trip said, was toward being aore generous 

1n approYing f oreign lending troa their country. Those 

whose securities are already quoted on Dutch markets are 

the firat borrower• to be faYored. He said that there 

will oontiuue to be aupen1Bion of foreign land~ng, that 

1&, not leaYing the aarket tree to any t ransactions which 

Dutch bankers aigbt want to undertake. 

I was quest ioned by President Baoh•enn of the SWiss 

rational Bank aa to whether the Secretary of our Treaeury 

had made any reaponae to hie two oo..unioationa on SWiss 

gold policy and operation.a on the market in the Ullited 

States. (Reference 1a -de to ay telegr- Jo. 819 of 

June 19, 10 a.a. • and telegraa Jo. 8815 of June 30, noon.) 

I was told by 91Lohaenn that after our talk l&st aonth 

he bad atopped shipping gold to Jew Tork and that he 

bad not been oonYerU~ into dollars an:r more of the 

&Old which the rederal Reaene Bank of Jew Torlt held in 

earaarlr. for ht.a. Reoantly tbe 81r1aa J atioD&l 8N1k baa 

be• 
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been aoquir1Dg 'f'ery 11t'tle s old BiDDe 'there baa been a 

oona1der&ble la1;-up 1n SWiaa deboardiJII &lid fW:'ther110re, 

the 8wiaa bauka era oo.plJiJII w11ib b1a requea't tba't 1D­

a1iead of d1apoa1.Dg of deboarded sold tbrougb 'the central 

bank they d1apoee of 1t d1reo1ilJ on 'the London marke't. 

In London 1ibare bad been no oppoa11i1on to tb1a, aa aoat 

of the s old pri'f'ahlJ boarded b:r 'the B1riaa baa aotuallJ 

been held 'there for aafe ke~iDI· 

!ID 81CTIOI !WO. 

BULLIT'f. 
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PABAPBRABJ: OJ' BJ:OTIOI THRD, 1'1'0., OF TEL'IG!Wt JO. H4 
of Julf 13, 193?, troa the Aaerioan J:abass:r, P&rta. 

Rowet'er, Baobaalul want a to ship t he reu.11l4er, ac::.e 
Swiss trance 

'10 llillion E-»-+~ of the gold of whioh he still hold• 

considerablr more in hie equalization f\ID.d to Jew Torlt 

for earmarking with the Federal Reserve, and whioh he 

poesibly will eYentuallr ooD.Yert into do)J.ara. Iti 
a,.;,.,.·.,;./,. 't.Cc.. ~-... ;;r 

not hi& intention to inoreaae or < t) ( T)'- gold wh oh 

the bank holda whioh appears in ita atatements. 

It is •:r feeling that in aeeting our wishes Baohaann 

has shown a good epiri t. I aa of courae not f aailiar with 

all of the factor& infiuencing the Treasury DePartment; 

however, aay I Yenture the reoo11111end&tion that I be author­

bed to indicate t o Bac~nn our appreciation of the oourae 

recently tak.n by hia, and let hia 1tnow that the United 

States has no objection to his shipping the bal&DOe abOYe­

ment1oned to Jew Torlt and of oonYert1ng it on our •rket 

when and aa hie bank thinlte it ie to ita beat intereate 

to do ao. In ar opinion the tripartite a,rangaaente baYe 

suffered too ...-ere a blow throuah the recent aoYe of the 

P'ranch to perait ua to risk a d1aagreeaent with the 91rha 

OYer euoh a ~1 aacunt, eapecially ainoe duri.ng the 

acre nenOila period they co11plied wUh our wishes. n ae•a 

that Bachmann now underat&Dda more clearly our d8111ra to 

ba consulted or at leaat ~iaed rarard1ng hie operation• 

011 the .t..aerioan -.rltet. 

!be touriat trade in Bwi*&erland ia good. · Bwitaerl&Dd 

baa 
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haa loat YCY 11Ule OIIPi'-1 t o rranoe aiDOe the thirtieth 

ot June. AI to the J'renoh outlook Baohunn ia by no 

aeana opt1111at1o. He t old .. that the reoent SWill OOD­

Yer&1c:o loan went OYer well and he only regret• tb&t 

15 years i a t he tiae 111111; on it. 

Qo"fernor lforaan ot the Bank ot J:ngl.&nd taYored a 

s tricter attitude toward& the J'renoh than waa &dq,hd 

by the United Sta t ea with regard t o t heir dniaUon troa 

the or ig1Da.l. conception of t ba Tripartite .lgreeaat. 

[ lforaan, incident•lly, waa the author of the aoat pointed 

r emarks in 81llon 1 alatter t o Bonnet datedJrme 30.] France'• 'I 

partners in tha .t.greeaent ahould haYe been conaulted, 

Homan thinlta, rather than aerely inforaed at the laat 

aiDUte aa to what w&l SO~ to be done with the tranc . 

He alae aaid they should haYe been giYen aoae othar ao8UI'-. 
ancea regardiag the J'renoh prograa and the currency' a 

future than haYe 10 tar been giYen. I aaid that U ••••ad 

possible that by J oveaber the new oredU t o the State by 

t he Bank of rranca would be exhauahd 1t the fteDOh -•t 

repay t he BrUieh banltiag c r edit in &4dit1on t o Meting 

t heir other obligatiou. !he Bank of Jnglend OOYarnor 

i naiatad that J'ranoe ahould abp t hinking abont &114 depend­

ing upon f oreip oredi b ainoa ao aood waa aoooaplilhed 

by the recent onaa and no nn ooea are warranted by the 

present eat-up. 

At llaael the gencal opin101l waa that under the preaem 
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reaiae J'l'&Doe 1a DOt &o1q to WUil881 e. reo~ery of &Old 

anyth!aa like the extent that it did Ullder Poilloare•e 

&OTerDIIIeat - one reaeon 1e that Po1noare ie no• there. 

Another reasoa wae that a 4o•et1o eoc1&1 probl• 41d not 

taoe Poincare. .a. third reaeon wae that under Poillcare 

rranoe wae a ••roncer power ill ~opea polit1ce &n4 arae 

than it ie at preeent, &nd finally, rranoe• e oala 1a 

eeriousl,y threatened by the SpanUh e1tuat1on. 

'l'he hope wae expre .. ed br Ql.leeaay and aoae othere 

at Baael that rrance a i gh' sr&4Ually recOYer Wider the 

pr81en• gOTernaent. It 1e their opinion that 'l'he United 

Staiee waa correct in ita aUUude toward rranoe and 

that t he retention of the Tripartite .lgreeaent will halp 

euatain P'renoe ill t he probl•• abe 1a facing. 'l'bey 

do not think that t he 1nt arnational realisation that 

France 1a weeltcmillg ahou1d be perai tted .-, ae the 

alterutiTe wil.l rally P'rance• e f oreip triende t o her 

eupport and will arouee a patriotic eenee of reepone1b1litr 

tn the part of the French people. 'l'heee obeenere are 

ooznoilloed that the aea~~~~ree eo far taken by Bonnet were 

neoeeearr - perhape with one exception, that of punieh-

1118 epeoulatore ill gold and exchallge, wbioh 11 a ooa­

tit~U&tion ot .luz1ol1 e policiee - and tha' he baa ahowa 

r..:l oouzace to d.&te. !hey e&id that they hoped th&re 

_,. &r&dually ooae a better repatriation ot capital u4 

an 18prOT•ent 1a OoTer-.at eeouzitiee wb1ob in tile 

late 
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late autu.a wOIIld perllit a ooDYeraiCJA opera1iion aDd. 

thus tha haayy dabt oarr;ring burden could be graatl:r r.­

duoa4. 

It is Jaoobsaon• a bel1af that the rate of ll!O franoa 

to the pound will not gbe J'l'anoe oa.pet1til'e adl'antagea. 

Be feels 1ihat the United States was enti.rely oorreot ia 

Us atu tude under the Tripartite .t.gre-ent. J'l'anoa, 

he thinks, should try 1io hold de fao1io s1iab111 t:r at &rOillld 

130, blat no definite lBl'el should be pledged or illdioated 

since the speculators would then h&Ye too much grOUild 

for operations. Jaoobsaon l ooks for an orderly reoOl'ery 

of J'l'anca w1 thin the Tr ipart11ie Agreement should the 

aboY-ent1one4 hopes of QUeeD&y and others be aet. If 

by au.t.an substantial reoOl'efy baa not taken place, 

he oonoeil'ea a 110\'e toward aq 150 or 180 franca to the 

pound &D4 co~~plete departure of J'l'anoe froa tle 1'r1parti t e 

Agreeaen1i with a D&tionaliat coYarnaant, under~1DC 

drastio aotton, ceiling in. BowBYer, this oould on.ly 

take place after the French a1tuat1on has de1ier1ora1ia4 

alaraingly fro. w.bat 1 t is now. 

QUaanay aentioaed an idea whioh he understood was 

in the aiade of aoae offioiala in Franoe of not utilising 

1110b. acre gold Ollt of the redlloed reaenea of the B&DII: of 

J'l'anoe to hold the rate of the fr&DO. In other words, 

they would ap-.1 on the fr&DO oal:r -h -OWlta aa aipt 

ooae 1io the a1iab111aat10D twill 1ihrOQ&b repatriat1oa of 
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011pUal.o Tbh id- baa DO~ OOM ~0 .. t:ro. aQ7 O~her 

source. ReouUy ~ernhiJic oo.nag ~o .. h'oa offioial. 

eourc .. baa led • ~o bel1~• ~ba~ J'ranoe ril.l u.. bol.dly 

IID4 oonaia~ea~ly ~. ~eclmioal. reaouroea DOW aTa1l.able 

1D order ~o -.in~aiD a ateady ra~e. Bow~er U abould 

no~ be loe~·~aigb.~ of 1!- that with growiag apprabanaion 

OYer 1nternat101lal ware , the oonaerT&UTe ud 11111tary 

eleaenta 1D J'ranoa .. 7 become quit a al.&raed 1f they ••• 

IIUob further decline i.a ~e Bank of ftance gold which 

they baTe alwa;ra ooaaidered their war ohan. Accord~ 

to Que may ,LabayTie will not TolUAtar1ly reilian t:ro• hie 

poai U on aa ao.-ernor of the Bank of Fr&DOe. Quemay aan­

Uoned ruaora that labor leader Jcv.bepx might laaTe the 

Bank' • Board and ~hue caul8 trouble if Labeyrie ware 

forced out to ~· way for a banker. •o offer hu bHD 

•de t o queeaay of either ~· gOYarnorehip or 'llllder­

goTarnorabip but I aa aura if g1Ten the chance he woulcl 

accept either one. The director• of the BIB were giTen 

oopiea of the aare-nt between the IUnietry of P'1D&DIIe 

and t he Bank of France aD4 of reoen~ JreDDh aoutary 

l egialaUoa. 

Keaor&D4a oa the gold queniOD .ha"fe been preparecl 

by QU.eanay &114 by Jacob•-· Thue were confidential.ly 

oiroulatecl to thoae ••bar• of the board who are OoTer­

nora of oeatral bank•· I aa aeD4ing oopiea of tneaa 

-r&D4a -,. -.11. Tllare waa a geaeral. 111preaaioa at 
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Basel that 1nternat1oRal pol1tioe will eo ooaplotely 

ocoupy publio attention this suaaer that for a while at 

least the gold question will quiet down. Jacobs&Oil, 

Joraan, Rooth, and saae other a at1ll thiJ&l:, hownor, that 

present aethods, as for exaaple atorilization, aust g1Te 

way to a .are oaretull)' t houpt out treatment of the 

whole gold queat1cm. I. fw BIB obaerTers who were at 

the aoetiRg 1n Berlin of the International Chamber of 

Oc..orco (the rosolutiCDs of which wore conaiderocl at 

Basel) foal that there ia a growing world desire for a • 

return to some 110rt of modified gold standard. 'J'hq 

stressed the ROod for olose joint study of possible plana 

toward this end by the t wo lead1.ng aonatar:y !)OWora, the 

United Statoa and Great Britain. 

I waa inforaod b)' OoYernor Rooth th&t the Sll'ec11atl 

s1 tll&tion 1a not such a a to require an)' iaaocliate aotioR 

aloRg llonetary linea. It 1a hie opinion that aoaa tiae 

1n autulm the queat1oR will apin ooae to the !ore. 

I t •••• that central bankers and ecoRoadsta of Boan­

dinaTta are the onoa aoat aeriousl)' oons1dering the 

deairabilit)' ot ob&Dging the pr1oe of gol4. 

The lational Bank of Belgl- Gcwernor, Fr&DOt, told 

•• of .,olea • r-:Pl)' to .b.1a tn wh1oh :leo lea had. &bano84 

the idea tbat the probl• facing ua 11'&8 that of aal41str1-

but1aa 
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bution of gold resulting t.portantly fro. the decrees of 

oonfidenoe 1nap1re4 in capital by oertain COUD.triea. 
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The Belgian Bmlk GoYernor told .. that recently he ha4 

diticussed t he question of control of gold product1Clll w1 th 

offioi ale froa South Africa. Go•ernor J'ranol: n.e ~ -;c 
surprised to find that both production control and a 

change in gold prioe were opposed by the south 4fricana. 

However, he believe• that~ublic dilcuesion of the 

gold question has p erhaps N ueetul in bringing s old 

producer s to a realization that gold should not be produoed 

extravagantly leet their bus1nese be restricted by go•ern­

mental action. The Sovi et authorities have also been 
wi th regard to clllltrol of production, 

contacted by Fra nok/ but so far his ad'Yaooes have receiTed 

no r esponse. !he directors of tile BIS were then tile text 

of the Belgian law of the f ourteenth of June establishing 

a special and exceptional tax on profits fro• certain 

apeculatiTa t ransactions in the aonetar:y field. 

I had talks w1 th Reusch, Vocke end Schroeder of the 

GeriDSD. Delegation. They 11&1d that there were no a1go1f­

i oant developaenh in tile s1 tuat1on 1D. Geraeny • They 

were pleaaad OYer the i~~prouaent 1D. the export trade and 

eaid a fair DUaber of tourisU were caaiug to <kraD.J• 

'!'hie past week-cd Schacht spent a oet of hie U• 1D. 

7Airioh, where Bwiaa-Oeraan o~ercial negotiatilllle were 

being carried on. 
The -.nl: 
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The Bank ot ItalT oonrnor, Assol1a1, is oa.iq to 

Puis troa (t) (B& .. lt) to YiaU the Oonnor of the 

Bazik of PrallOe• 

129 

The Oo'l'ernor of tbe Bul.prian Central Bank, llcztab.iloff, 

is in B&aal atu411ns wHh otf1o1ala ot the BIB his plan 

far finanoil:ls of purohaaea of raw aateri&la 11:1 IIIIOb oountriea 

a.s hia own. 

There will be no aeeUng of tba Board of Ilireotors 

before the elft'entll of October unless the oheiraan •T 

find 1 t naoaaeary to call a epeoial aeeUng. 'l'ha BIB 

President, Beyan, hopes to Yiait the United States the 

latter part of Ootober of this yaar. 

EIID lO:SBAOI. 

BULLift. 

IA:Lft 
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REB GRAY 

London 

DatEd July 131 1938 

Secretary of State, 

Washington. 

6281 July 131 6 P• Dlo 

Rtc 1d 3:06 P• Dlo 

FOR TREASURY FROtl BUTTERWORTH. 

ThE dollar- sterling rumors s een to havE bEEn 

quashEd at least for thE timE bEing and conditions in 

thE for Eign exchangE market havt now assumEd morE 

normal proportions today. Although thtrt was a good 

commercial donand for dollars it was mort than offset 

by thE undoing of positions particularly from Paris 

prior to thE holiday. However, tht beliEf h current 

and firmly h£ld that tht dollar will continue to 

strengthen in terms of stErling unless it is arbitrarily 

hEldo 
ThE donand for gold from tht ContinEnt continues , 

493 bars wtrE dealt in at fixing and substantial 
(deal?) 
dealt occurred thereaftEr. London bulli on b~oktrs 

statE that tht European political situation is now 

tht basic stimulant of this movmrnt. 
Tht 
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REB 

2-#628, From London, July 13, 6 p. m. 

ThE Frtnch fund pushtd thE franc to 178. 33 
• 

during thE morning but inasmuch as Pnris was closEd 

this aftErnoon it lost but littlE stErling. 

KENNEDY 

HPD 
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PARTIAL PARAPHR.l8Z OF T:ILKCl!Wi RJ:OJ:IVJ:D 

~OK; American Jllabaaay, Parh, France 
I 

DATil July 13, 1938 , 4 p.m. 

110.; 1105 

J'ROil COCHR.U. 

In a banquet apeeoh yeaterday Prime llinieter DalacUer 

insisted upon the Government • a detemint.tion to reestablish 

order in public fint.noea and to hold ita currency. He a&id 

t his policy waa being facilitated through tourist influx LDd 

i~~~prove~~ent in the trade balance and through avoiding uaeleaa 

expenditure.. lliniater of Fint.noe Marohandee.u 1n announcing 

t be new three one-h&lf per cent inue of 18 months bonda e~ 

plained to the prase that proceeda would be used exolueively 

for armament purpoeee • 

. U noon I talked with the Bank of Franca. Thh attar-

noon all P&ria banta are closed, as well aa toeorrow. 

lly contaot told ae that the speech made by DaJ.adier h&d not 

helped the franc, althougll after it tbe control h&d today 

made an attempt to break the attack on the franc and the 

rate had been brought down to 178.33. However , confidentially 

I was told that 1t had been quite ooa'llly during the 110rn1ng 

to get the rata b&ok to th1e point aDd keep 11o there, •• 

t oday'• preaaure wae ae heavy aa it waa yeaterday. 

Today I bad lunoh- with ProfeBBor Rht. I aaltecl h1a 

what bad been the oauae of the lateet frano wealtn•••· Riat 

tol4 
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told ae that ooe or two of hh fr1m4e 111 the Bllllk of J'ruoe 

and the Tr•eury had bee inclined to ar1Uc1ee hie article 

1n :roreip Affaire ae too •uaely1 ud ooneequently one 

of the oontributiDg c•eee of the w-.tneee, but, he .&4ded, 

when cUMgreeable the truth ie alwaye unUaely. He 8&14 

that eoonoaiete ae well ae dootore ueually dieoovered that 

when their cliente did not follow profeeeional advioe eoon 

enough they euffered. He gave the following ae the 

'--ediate faotore reeponeible for the preeent flurry: 

it wae believed that in Kay the queetion of Czechoelovalti& 

had not really been eettled, and that it might soon oauee 

(?) Gerlii&Dy; the doll&r-eterling readjuetment ruaore; there 

11 gou1p that by October another f1Danc1al orieh will be 

faced by J'ranoe. 

Rht resretted that Daladier 11 ignorut of finanoi&l 

lll&ttere, ud that he wae eo weak ae to take quaolt adv1oe 

like he did on the open •rltet lll&iter. Deeter111zat1on of 

gold by the United Statee wae approved by Rht. He orii1-

c1zed the Britilh authorit1ee for •boarding• eo auoh, 

and Mid that 1t ie eound and logical for the 81r1ee •ational 

Bank to oo1n and dietr1bute gold oo1ne for the purpoee 

of hoarding privately; the l&tler u •14 wae further 

evidenoe in eupport of hie theory thai we a::at all get 

baolt to a gold b&eie for our ourrenoiee, and the aore 

giDU'&l Ut111a&t1CIIl of gold. 

JUet -uoned, ino14aially, ib&t trleeie bad loet 
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on&-third of ite ebipp1Dg eiace .luatria wae tuen oYer 

by Germany end the .luetrien tiaber prwiouely exported 

through Trieate wae diYerte4 to Geraan ueee. In hie 

opinion, the firet fifteen years of Italian occupation 

ot Ethiopia will y1el4 little retun. • 

134 

. French Treaeury etat11111ent as of llay :51 ahowe treaeury 

loaned etabilisation fund four billiOD three hun4re4 

lllillion trenoe after iaeuanoe of enebling decree on llay 17. 

Thill took place i-e41atel)- after r&-( T) of capital to 

J'rence which cauee4 stabilization tund to require more 

f rance to purohaee gold than ite nor-1 endo-ent peraitte4. 

The control bae confidentially told ae that aoet of 

this amount hae been repaid - which aeane tbat the gold 

loaeee of the control einoe the loan wae aade ebortly 

aft er the enenteenth of May h&Ye set ott eoaethillg like 

t his amount. 

British fiD&noial preas t oday reports •the banking 

group headed by llendeleeohn and Ooatpa.ny bae granted the 

French GoYernaect the ~ loan totalillg 75,000,000 norine. 

Of this total 35 000 000 norilla 1e on Dutch aocowat. 
' ' 

The balance of .0, 000,000 florins will be placed 1n France. 

The ore41t is ill the fora of Treaeury bille repayable 1n 

one and a half yeare. The letherlands Bt.nlt will r&-41eo-t 

the bills. Tr&Aeactione in the new loan took place today 

• 
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on the bash of the iJltereet o.f ••· 

I bad a talll: with Rueff and allked h1a about the 

prececling. Rueff eaid that t he a80Ullt mentioned waa too 

much, and that the story ia pr-tura. Howwer, he said 

an arrangeaent ia aotu&Uy being made whereby the J'ranoh 

state, by authority of a decree issued in July 1937, 
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will take oYer the norill debt aoqu.ired by the J'renoh 

Railways ill NoY•ber 1937. A a eoon a a detail a are aYa1l­

able I will tran811l1 t th•. 

Th1s afternoon the repreaentat1Ya of t h e Bank of Italy, 

P81111achio, e~reeeed to me the opillion that theoretical 
such aa thoee mentioned herei naboYe 

r easons/cannot be giYen for the sudden current wealtneee 

of t he f ranc; he said that the general public baa not bean 

reaponaibla for the operations a gainst the franc, but 

that they baYs been JUde by a f ew profeuional operat ors 

whoa he auepach of baYiJlg eoae practical inside into:r.at101l 

which ia untaYorabla. 

END IO:BBAGI. 

BULLift • 

..... 
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GROUP I.!EETING July 13, 1938 . 
9:30 A. M. 

Present: 

H.IA.Jr: 

Taylor: 

!I. >J . Jr: 

Taylor : 

H. IJ . Jr: 

llagUl: 

f! .!,( . J r: 

Magill: 

)(r . II& gill 
lllr. Oliphant 
llr. Gaston 
llr. Taylor 
)(r. Haas 
Ur. Upham 
l4r . Vlhite 
l4r . Hanes 
Mr. Lochhead 
Ur. Gibbons 
llr . Bell 
Ur. llcReynolds 
Urs . Klotz 

Wayne, here ' s t his letter from Sumner Welles, 
which you, Whit e, and Archie can read, then 
return for my files. You might tell Sumner 
that I had a chance to talk t o Mr. Hull about 
it this morning; that Mr. Hull and I agree, 
pending the return of the President of the United 
States; we didn' t wish to begin a conversation 
with the Br iti.sh. 

Pending t he return of the President. 

Pending t he r eturn, a t which time llr. Hull and 
I will t ake it up with t he President. Check? 

Uh huh. 

Ruh? Hull feels very strongly about it. In 
other words he doesn't want to mix it - very 
emphatic . Be doesn' t want to start anything 
at this time. 

llr . llagill. 

Nothing new, sir. 

That ' s too bad. We ' re not coasting, are we? 

Business gob& on as usual . 
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R. U.Jr: 

Uagill: 

I! . U.Jr: 

Taylor: 

Bell: 

H.M.Jr: 

Bell : 

H. I.I .Jr: 

Oliphant~ 

H.ll.Jr: 

Ranes: 

Oliphant: 

H.!.I.Jr: 

Oliphant: 

Gast on: 

llagill: 

( 

-2--

We ' re not coasting, are we? 

Well , so Kr . Bell tells us . 

We ' re just floating on a four million dollar 
deficit. 

A gradual curve. 

A pretty sharp upturn, I thought. 

Was there anything in there about not paying for 
the deficit, - devaluation, or something . Some 
commentator used it on the radio this morning. 

I think he used the five million dollars, which 
i ncluded the desterilized gold . 

(Aside to Mrs. Klotz. ) 

Herman? 

The New York Times recalled this morning that 
when Mr . DuPont and Ur. Raskob charged that the 
cases brought against them were for political 
purposes , t hat you said you would answer that 
one by provi.ng the case 1n court, and that 
happened, as you probably noticed, yesterday. 

That • s a r esult of Kr . Hanes coming into t he 
Treasury, - prove the DuPont-Raskob case . 

I accept that. 

Except they decided it about two weeks ago and 

didn't tell us. When I recall that the case was 
tried by our man, Kr . Leming, alone, and he bad 
against him, t he highest priced legal talent 1n 

New York, I think the case • •••• 

You want Gaston to do a little gloating for us? 

Well, I think so. 

The newspapers gloated pretty well, this morninS 

I think you have all the gloating you need at 

the present moment . 
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Gaston: 

H.l.l . Jr: 

!lagill: 

H.ll.Jr: 

llagill: 

Oliphant: 

Gaston: 

Oliphant : 

Magill: 

OliphLlnt: 

Magill: 

Oliphant: 

Llagill: 

H. 'd.Jr: 

Bell: 

a.•l . Jr: 

Bell : 

H.M.Jr: 

Bell: 

Gibbons: 

H. ll.Jr: 

- 3 -

We might tel.l them this is a result of t he 
principl.es established in the Kellon case. 

I personal.ly thought the publicity was excell.ert. 

I did too. 

Well, shall we let it ride? 

Yes, I think so . 

I wish it were understood that Jobs that are 
done like that are by ordinary career men. 
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I•ll take care of that; I'll have somebody run 
a feature story on Leming, with a picture of him. 

He's a very modest, nice man- slow • •••• 

(Laughs.) 

Now, Ros ••• . 

I was laughing at Cy; Cy opposes the picture. 

Leming is like the mills of the gods; he grinds 
slowly, but he grinds exceedingly smal.l . 

Thst•s a very exact picture. 

Read that (Bell), and see what you think of it. 

(Reads l.etter.) Very good. 

What? 

It has my hearty appr oval. 

What? 

Hearty approval. 

I think the whole point to this case, asi de from 
the political point of view, it was started not 
from this administration. There was an exaodnat ion 
bofore we came in hera . 

I thought you were going to say, "You see, this 
is what happened to Raskob and DuPont; if you boys 
wil.l. come acr oss and aake a handsome contribution, 
you won ' t get this . • 

• 
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Gibbons: 

H. I.I.Jr: 

Gibbons: 

H.il . Jr: 

Gibbons: 

Oliphant : 

Gaston: 

H. ?A.Jr: 

Oliphant: 

H.'J. Jr: 

Oliphant: 

H. IJ.Jr: 

Oliphant: 

H. tJ.Jr: 

Oliphant: 

H. II.Jr: 

Oliphant: 
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It wasn't rrr;r angle, but rrr;r point . 

Don't you •••• 

Incidentally, did you know Mrs. Roberts • father 
died? 

(Nods "Yes . ") You people are all too noble, 
around here . 

But that's t he thing that was played up - that 
this administration had started this case 
against Raskob. That's the idea that is left 
with the people. Isn't it a fact,. Herman, that 
t he e~am1nation really started before? 

I'll have to verify that. 

They started a small one against hinl, and he 
appealed on that and they came back and slapped 
one about twice as good on him. 

It was a good case, and I think if Mr . Leming 
can get a little publicity, it will· be fine . 

All of which will embarra ss him a little - he's 
t hat kind of a fellow. 

Shall I write any congratulatory letters to 
anybody? 

I should not. I ' ll have the lolunitions matter 
r eady today. 

I want to sort or leave that behind me. 

or I can have it a little later; that is, I've 
got other work. 

I think we'lll.-t it come up just for guidance 
while I am gone. 

It ' s routine . 

Yeah. 

Well, that wouldn' t hurt us. 
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!Ut.Jr: 

Oliphant: 

R. M.Jr: 

Gast on: 

Gaston: 

Bell: 

Gast on: 

Bell: 

!l .U.Jr: 

Lochhead: 

n.t.t . Jr: 

!lanes : 

- 5 -

What else? 

That ' s all; except that 
Peoples and I attended. 
in the things we worked 

Herbert . 

meeting yesterday that 
There ' s no change 

out . 

The boys are interested in Chinese silver, and 
whether we ' ve made any new agreement. 

I'll call them tomorrow. 

And R. F . c. financing. I suppose we'll have 
a clean-up on that tocorrow or Friday. 

Give me something to say tomorrow morning a t 
t en thirty, will you. 

Friday morning - i s that a closed date? We 
won't get the final reports until late Thursday 
evening, and we 1re supposed to announce it 
Friday morning . 

HO 

There's no reason why t he Secretary shouldn ' t 
tell the approximate amount of over subscription 
tomorrow - t here wouldn' t be any harm. 

WeU., it will be about tYIO billion siX. I shall 
recommend about eight per cent - that v1ill be 
two hundred t en million - maybe go to twelve . 

(Nods to !.lr . Lochhead. ) 

They are having quite a job going over this time; 
I spoke to Barris this morning; t hey have found 
cases where one man put in for siXteen, and 
things like that - it will be difficult to get 
the final, exact figures . They' ll have to do 
a lot of weeding out . 

Archie, talk, sometimes, to Banes, about putting 
the bond market on the curb - making the curb 
the bond market . Isn' t t hat what you have in 
mind? 

That ' s what t hey •ve been talking about , !&1'. 
Secretary . It hasn' t gotten very far yet, but 
that ' s the plan. 

• 
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H.:t.Jr : 

Gaston: 

H.U.Jr: 

Gaston: 

R. lot .Jr: 

Taylor: 

H . ~t.Jr: 

Taylor : 

Gas t on: 

H. ~t.Jr: 

Gaston: 

fi .M.Jr: 

Gaston: 

R. l.l,Jr: 

- 6 -

Talk to Archie sometime about t he plan. We ' re 
pret ty big in the bond market; our throwing our 
business one way or another will be an important 
factor. 

There's some interest in whether there ' s going 
to be any other agency financing in the near 
future. 

No . Nothing other than the regular bonds t hat 
Jones is offering - the five - six million he 
took. 

Anything else? 

That's all. 

Wayne . 

Did you get a chance to t alk to Secretary Hull 
about the things t hat are coming up? 

I mentioned it; he wasn't interested, and didn't 
seem to be familiar with it. I mentioned it 
and he didn't seem to be f amiliar with it. 
Before I go I'll get together with you and White 
on it. He just didn't seem to be - didn't seem 
interested. I don't think it 1 s been brought to 
his attention. Anything else? 

No, that was the only thing I was curious about. 

By the way, Secretary Bull did correct that 
statement yesterday at a press conference. 

Oh, did he? 

Yes. 

Well, he was awfully nice about it this morning . 
I didn ' t bring it up, but he did - he felt very 
badly about it. 
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He corrected it - plenty. He said, •we have not 
been carrying on any monetary negotiations and 
as far as I knoW, there have been none atlY"'here ·" 

How do you knOw he did this? 

• 
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Gaston: 

!l.M.Jr: 

Gaston: 

R.J.I .Jr: 

Baas : 

!l.H.Jr : 

Baas : 

H.M.Jr: 

Haas : 

H.M.Jr: 

Haas : 

R.!.I.Jr : 

Haas : 

R.U.Jr: 

Haas : 

H. JA .Jr: 

Haas: 

Haas: 

H.J.I .Jr: 

- 7 - 142 

I have his text. It was telephoned over -
Frank Ki.ng took it over the telephone. I'll send 
a memorandum in !or you. 

Anything else? 

(Nods •No.•) 

George . 

I haven't anything, !Jr . Secretary. There are 
some new figures t hat hllve come in. 

Give them verballY• 

The significant part o! it is, it's t he first 
t ime residential contracts are above a year ago. 

For how long a period? 

Just a short period - it•s a seven day period . 

And how is the total? 

The tot al is not there yet . The t otal is governed 
so much by the government contracts coming in, 
that it is fluctuating . 

How does it look? 

Looks up, but not above a year ago. 

But residential is. 

Yes . 

What else? 

That's all. 

Have you circularized this thing on commercial 
loans that came in? 

No, you have the only copy. 

Ask whoever is interested in it - see that t hey 
get a copy. We sent out a questionaire to the 
twelve Federal Reserve Banks, and they - a hundred 
and fifty commercial loans in connection with 

• 
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Oliphant: 

H.M.Jr: 

White : 

H.M.Jr: 

White: 

B. M.Jr: 

ll'h1 te: 

R.M.Jr: 

White: 

Klotz: 

B.ll.Jr: 

Haas : 

B.li.Jr: 

Upham: 

H.Y.Jr: 

White : 

B. ll.Jr: 

ll'h1 te: 

- 8-

inventories . It aeybod)''ts interested, ask Baas. 
I think it la7a to rest, this inventory thine. 

Does this look like a good predictor? 

Oh yes. Commercial loans and inventories go 
up together. Whether they rise together, I 
don't know. These banks all say inventories are 
pretty well liquidated. There is a big cross­
section - about a hundred and fittr commercial 
banks. 

Wouldn' t want to give it aey publicity? 

No. 

Very bullish. 

Harry I 

You need every possible help, you know. 

You want to squeeze the raindrops out. 

Want to send a few more birds over. 

Did you hear what he said? 

Yes. 

You know, J(r, Secretary, ,that co-ent rrc:xa the 
Dallas Bank - that really checks with those other 
figures - how well they ' ve been doing all this 
period. Better than the others 1D the country. 

Upham. 

(Hods w•othlnc.w) 

Barry. 

You might be interested in the request froa tbe 
B. I . s . that was answered - are you taailiar 

with that? 

ao. 
Well, tbe request was to cat our reaction to tbe 
aicnial or a treatr arranceaent which would JUke 

their fuD4 here 1uviolable so that we would beYe 
DO control aver t~ - B. f . S. cold or aaseta • 

143 

Regraded Uclassified



H.!.I.Jr: 

Taylor: 

H.U.Jr: 

Taylor: 

R.M.Jr: 

White: 

H. t.(. Jr: 

Ranes: 

R.M.Jr: 

Lochhead: 
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We talked it over and turned them down flat, in 
the letter. Ir you are rurther interested in 
the letter ••• •• 

Professor Rietler sent me a telegram that he had 
returned h-om Geneva. He had nothing particular, 
but I could reach hill on t he phone . I wrote hill 

back and said if there was nothing particular, 
I was leaving in a couple days . I would have 
thought he 1d have come to town to report to the 
State Department. I don't know whether he did . 
Has anybody heard from Riefler? 

I can check up and find out 11' he's bad aeything 
over there. Isn1 t he - didn' t he get an office 
up there, or did he change his mind? 

He went as alternate to Jeff Coolidge to Geneva. 

Uy impression was that he was stopping that too. 

He wrote me he was not going to go; then changed 
his mind and went. He wrote me he was not go­
ing to Geneva; that he severed that connection 
too, but he didn't - be went. 

Aeything else, Harry? 

No. 

John? 

No. 

Archie? 

144 

The rumo:zs on the sterling dollar rate are dying 
slowly, but not altogether, and a great maey 
people seem to fear ther e will be a rate, ac­
companied by the devaluation a.ll the way around. 
That's the reason wbf there 1s such a demand tor 
gold in London, which bas continued steadily. 
The franc is rising a little bit. The stock market 
this morning is opening strongly; the Government 
bonds are inclined to be ott. I dido 1 t know 
whether it would be on the Budget summation -
New York says no. New York claims the market -
New York cla1ms that the easiness in the Govern­
ment bonds 1a not due to the Budget figures that 

come out, but the tact that more people are getting 

' 
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H.M.Jr: 

Gibbons : 

Lochhead : 

H. ioi . Jr: 

Lochhead : 

H.:.t.Jr: 

Gibbons : 

H.M.Jr: 

Bell: 

H.:.t.Jr : 

Bell : 

Gibbons: 

Gibbons : 

Bell: 

R.ll.Jr: 

- 10 -

interested in the stock market . Interest is 
swelling over that way. They are only off two 
thirty-seconds. 

(Points to Kr . Gibbons . ) 
( 

The allottments • ••• • 

Both England and Switzerland were on the selling 
side of the stock market yes t erday - both f airly 
heavily. 

Well , don't forget to coach me before I leave 
in what I should say about sterling, Archie, when 
I get over there . 

All right. Silence v.ill be a good thing to say . 

I accept. 

The allottments made for the Coast Guard - it 
looks like that three million six hundred t housand 
will have to be r eleased because of the gr ounds . 

Good! Public Health. 

(Laughs.) 

Come on nowl Come on, bi g boy . 

That ' s terrible. 
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Her e 's one, for instance . The ground is siX hundred 
eighteen dollars, you know, but yet they haven•t -
t hey bave never acquired t his thin& - they haven' t 
acquired the ground in over twent y years -
they tve worked on it, froc time to time. 

Well , get after them.. Harold Ickes is having 
lunch v.-ith me at one o'clock. Three million, 
how much, did you say? 

Three million siX hundred eleven t housand. They 
won't be able to search a title. 

That ' s terrible. Haven't even put in the • •• • 

Come on, let's finish Bethesda 
the people out t here; l ot 's f~.nisb 
The President would like t hat. 

and move 
Sethesda up . 
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Gibbons : 

H. L! .Jr: 

Gibbons: 

R. !J..Jr : 

Klotz: 

Bell: 

H.r.l .Jr: 

Bell: 

H.I.I.Jr: 

Klotz: 

Bell : 

H.!.I.Jr : 

Bell: 

Gibbons : 

Bell: 

H. L\ .Jr : 

Gibbons: 

H. ~I. Jr: 

Bell: 

H.!.l.Jr: 

Gibbons : 
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It's awf'ul.ly stupid on the part or t he Coast 
Guard. 

I'm not worrying; the Coas t Guard has more than 
they are entitled to anyway. I'd like to finish 
Bethesda up. 

There's three million ~ollars we won't be able 
to use. 

What do you say, Bell? 

He says "Yes." 

I don't talk here as Director or t he Budget. 

Vle •ve got to do i t , aeyway. The land is t her e . 

That r.ould be a long-time pr ogr am. 

Why not let's finish Bethesda? 

Have you seen that condition over there? 

I don ' t dare look at it. 

Take him over to see i t . 

Any other good news like t hat, Steve? 

Poor Coast Guard . 

They admitted it to me . That ' s all. I'll 
see you at three thirty. 

We gave the coast Guar d two ice boats - at least 
we r ecommended them. 

Built or wood. 

No steel. 

Dan? 

I have nothing . 

Were you through? 

Yeah. 
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!!.!.l.Jr: 

McReynolds: 

H.M.Jr: 

McReynolds: 

B.!I.Jr: 

:.!cReynolds : 

H. tt . Jr: 

!.lcReynold s : 

H.!.I.Jr: 

:.lcReynold s : 

H.M.Jr: 

:..lcReynolds: 

H.J.t .Jr: 

!.lcReynolds: 
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(Points to Mr. McReynolds . ) 

You asked Harry about cement stuff . 

Yes. 

The letter from the War Department, Peoples has, 
and he wants to come over and talk to you about 
it today. 

I picked that up from Mrs. Forbush in a weekly 

review - that was a fresh letter from the 
War Department. I want to make - I hope we can 

give t he War Department a good answer on cement. 

\'/ell, the answer they got was if they don ' t get 

service on buying cement, it 1s t heir own fault, 
because they ' ve got clearance to buy it. 
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Will you please write t he l etter to the Secretary? 

Can' t we also say we are saving them money? 

I know we can on the West Coast . 

The War Department has put in a release - if it ' s 

right, I ' d like to investigate it. 

I told before he sent the letter over 
he telephoned me - I said, "If you fellows are 

being delayed in your program of buying cement 

it's nobvdy's fault but your own, because you 
have a clearance to buy until some fUture agree­

ment is reached, that hasn't yet been arrived 

at; you ' ve got a clearance to buy your own 
cement ." Peoples is working the thing up, and 

he was over yesterday afternoon. 

But don't tell Peoples - don't let the Army put 

that over on the Navy. 

I did it personally, before the l etter was sent 
over; I reminded them, and they admitted they 

bad that. 

Let's do it all in writing - very formally . Rave 

you the cement information for me? 

One l i ttle interesting item I thought you ought 
to know. Dan br ought down to me yesterday - he 
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Oliphant: 

!.lcReynolds : 

H.!.I.Jr : 

McReynolds: 

H . ~\.Jr: 

l!cReynolds: 

R. !.I.Jr: 

Bell : 
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and Harry Collins, and representatives of some 
banks who had been extending credit to small 
contractors , working for W, P. A. who, during 
the last three year s , have been getting their 
cbecks through the banks . The banks financing 
the contractors and keeps them going, using the 
basis of t heir contracts for security. Ten 
days ago the Comptr oller issued a ruling to 
Procurement that no checks were to be sent in 
care of the banks. See, the way t he banks had 
gotten hold of it, was t he checks were s ent to 
them - to the contractor in care of the bank. 
The contractor came in, took care of the debts, 
and got the balance. The Comptroller r ul ed th~ 
couldn ' t send t hem to t he bank. 

Did the bank endorse for the contractor? 

No . Oh no. And they 'd stopped doi ng it, and 
the bankers were in. The boys came down and 
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in about thirty adnutes we had that ruling 
reversed. They were to go on and send t he checks 
i n care of t he banks , as they had been. 

That was one of the days you had a sore throat. 

I called Barry Collins in New York - he ' s mostly 
in New York. He got a hold of the New York ~eople 
and cleared it immedi at ely there , and they wir ed 
it from here . 

I ordered Irey to stay away until after Labor 

Day. 

Did you go out and see him? 

Yes , I did. He ' s fine - cheer.tul. lilTS. Irey 

is just delighted. 

Seriously , if you two men- if it wouldn ' t rush 
you too much - if I could have a little memo to 
take up With Harold at one o ' clock, bow much 
would it cost, etc . , to finish Bethesda? Just 
a memo. 

I think the figures are 1n t hat memorandum - a 
million and a half , as I recall it . 

Regraded Uclassified



llcReynolds: 

11 . 1.1 . Jr: 

- 1.4 -

Practically a million and a half - something 
between a million five and a million eight. 

Give me something I can give him. 

What else? 

UcReynolds : Not hing . 

Bell: 

ll .:J..Jr: 

Bell : 

H.U.Jr: 

lie ought to initial tlte letter we'd send al.ong. 
We made an arrangement, while he was away, the 
Budget would handle all Federal projects. 

Ylhen are you leaving town, tomorrow morning? 

Yes , tomorrow morning . 

Uay I suggest this, when you handle this: "The 
Coast Guard is cancelling three million doll@rs, 
and you'd like to put it into Public Helath, and 
could you get his initials on it?" 

Gibbons: You•re sure, aren ' t you, Mac, they won' t be able 
to ciear those sites? 

McReynolds: One of Herman's men came in to me yesterday to 

make a synthetic committment of those funds , but 
I told him we wouldn ' t do it that way. 

R.U.Jr: Where could the Public Health use the other 
million and a half . Three million six - ••• 

Gibbons: Three million six, and two million f r om that 

~!cReynolds: There are only • • • • 

R. :.!. Jr: Have they got another hospital ready? 

Dell: There are several hos pital s. 

R.M.Jr: Is t here any other place they need one? 

Klotz: 

Bell: 

ll .M.Jr: 

Yes , I •ve got a memo on my desk • • • • 

They really ought to get their money out of the 

Public Building Funds. 

If t hey are ready. They didn't get anything out 
or this two hundred mi1lion . 

1'!9 
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Bell : They didn't deserve anything . 

a.w.Jr: They deserve it as much as the Army and Navy. 

Bell: The Army and Navy didn ' t get an:ything . 

R.IA. Jr: Look what t hey got out of Congress . 

Bell: This is part of what they got out of the Congress 
for the building program. That's the reason 
ArTir/ and Navy didn't get anything. 

H.1. Jr: Row much are they going to ~et out of the Public 
Building Fund? 

Bel l : Five million dollars . 

R. !.I . Jr: Any of it for Bethesda? 

Bell: Peoples• letter said five million dollars or the 
Public Building Funds had been allotted to Public 
Health for hospitals. 

McReynolds : That ' s right, I think, except for Bethesda. In 
the Public Building Fund we are having difficulty 
getting money for Bethesda . You don't have so 
much difficulty getting it away from Washington, 
and if we can make that kind of trade and get 

1!;0 

what is difficult to get for Public Buildings • • ••• 

R. lJ . Jr: VIe r elease three million six, and all we ask is 
a million and a half. 

Gibbons : 

R, li . Jr: 

Bell : 

R. li.Jr: 

Bell: 

H.U.Jr: 

B - : 

R.M.Jr: 

Ickes will probably want to know r ight away if 
t he Senator rwurlng over t here in Maryland wUl 

get credit for t his . 

No. 

Why do you talk t hem out? 

I personally - one I was particulary interested 
in was to cl ean up with Bethesda . 

WhY not say Coast Guard is releasing three million 
six and we want to release some Public Health 
projects, particularly Bethesda, and clean that up. 

Thank you; I ' ll do t hat. 

We can use the other that comes along . 

We ' ll do it just that way. Thanks very much. 
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Ooat•raoe Ul4 la honksT'• Oftlo• 

J..;q 13, U38 - 10140 • ••• 

Pr .. eatl 8• oretaJ7 llor,.atbau 
llr . lllc1ll 
llr . Bun 
llr. Ollpbaat 
llr . llc&tlpol4e 
eo-1111-r BllnrlJic 
Mr. lpa- Iatlraal lnuu 

llr . Croe•lq - Iat.J'Ml ......_. 

!he S•cretaJ7 uloed. for a briat a:pl.auUon ot U.. work of U.. 

Blor&anisaUoa, ~\CQ' M4 Jleoeinl'lblp S.cUoa ot u.. ottice 

ot \ be Cbl•t Ccnmell tor tba luHau ot lDt•raal llnnu. !hi• 

otat-t .. p na b7 tba Alehtallt Cbl•f Couull f or tba •­

of Iaitrul •- 8114 .. 811PJ)l-ta4 b7 a:pl.auUou troa 

llr. CJ"'ellq ot tba Jleorcuta.Uoa hot1oa. 

fbe horetaz7 tbau..,IID t a4 \bat altbo11P U 11J1P1U14 

tbet h hu aot 'b- th• pollOI' or praoUoe ot U.. Gon-t t. 

force \u:PI\711'1 1ato 'bellkraptq or I"'IOinl'lblp u a - of 

forota& oolleoUoa of tax.e , unr\belMe it lill::niet ~.u.cl 

tllat \be Gon-t hal 110\ blretotor. tall::aD u:r aftlnatln ao\l oa 

i ll tbaet 411tr. .. d taa\1oae w ~ la the fo~Uoa or 

UtauUoa of plalll looll:lac \ow.rf. ~ rtbaMUta\ioa of U.. 

f1DeDo1allJ' 4htre .. a4 ~r u4 bla -u-oe ill 'bulDiaa. 

Be tho etata4 \bat than .. aow a epl....U4 OJIPOrtai\7 f or tba 

GoYt-t w ai4 1 a1.- na1aau •tazprieaa 'lllr ao bu4UDC tba 

reorC*Illsatloa, 'bellkrap\07 8114 r.ot1nreblp aothlUaa of tba 

ltur- of Iatlnal an- u to ai4 1D tba «111ft ratbar \baa to 'ba 

ilia l~CCOI' far 41llnl'lae tba 'blow 11111• will tanoaatl tbalr 

ultt-. hch atUtw!a af aft1.-tln Ulpfulaalt will aot oalT 

8aill\aill tbe .. but-• 'Uaita' ootll\- 1114 I'MilGe ~o,_..t 

but wi ll btDttit tba OOY•~• 41~17 b7 tba -tl• of po4w1U 

all4 PlAclDC nab llaaiaaaaat - •n Oil aD iDll I pri411Ci11c 'bub, 

t bere\7 1nD\11&ll7 1Doftaa1DC \bt tea hi · • · 

fbe S10NtaJ7 ...,_.1114 ilia\ Aleiatall\ SHI'I\aq BaDal aa 

Plon1011larl7 w ll qul1tia4 w 41~ nab a ctlwi\7 Oil tba plloJ't of 

tba !l'el.ftl'7 aat till....._. ef lllttnal ...,_,.. , la ..s .. ot bla 
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~road aporl- -' parUnlar~ hlo reoa\ aperl- w1 \Ia 

\lao SooarUloo u4 •==-v c-ioal•· lpooitloalq, \be 

Socro\oq 41rono4 \be follnlac o\opo 'o .U:. 1a orbr \o 

1111 iia\o Wo proc:r-1 

1. !lao O..ral. Ooauol of \be tr-•1 will \ob 

otopo \o l.uure U..\ Aaolo\aa\ llocn\oq .._ 'o 

o4noo4 1a 4e\o.i1 .. \o \be wos of \be J.orpata\loa, 

Joat:np\q""' ... oet't'll'lhlp llooUoa ot \be Oldot Oo-1'• 

ottleo &t \o "" *' lao rooehoo \be Nloo\ oooporatloa 

111 u:t proootun wtdab he-., foz.al&\o . 

2 . !ba\ -\an M ..U •Uh tile OoiiiPlrollor of ~ 

o..neDGT 11114 \be ~e4eral l>topo.t\ h•-aoe 0oi'JIC)I'at1oa, 

ouch ooa\ao\ \o M M4e b)' \be .uat.aio\ra\ho Aaold•\ 

to tbe llooreta17, or, if Moenaq, lQ' tho locn\oq 

b.I.Jiool.t, \o 4e\oralae how thoeo ac-ol•• -., ooopera\o ta 

tho hr\beraaoe of Wo pla. 

0 0 0 0 0 0 
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llceting in the Secretary's Office 

1/eclnead~, July .13 , 1938, at 11: 00 A.lo! . 

Gbt of an oral report made by l'~nd Lealie ouell, foreign Policy 

A.scociation, to the Secretary, at l!r, l!uell'a request. !lr. White was 

present • 

• r . ~uell had j ust returned hom a two ntonth' s tour of Europe and 

;1 ::l.ed to report to the Secretcr; his views on the European situation, 

, e stated that he felt pess:l.lnstic about the general European situ­

ation. l1ost countries on the Continent were > he believed, to in& rapidly 

tolmrCI totalitaric. The French situation lUIS bad and ohowed no l..mme­

diatc prospect of progression toward a solution of any of the basic 

problerr.s which confr onted 1 t . He reported that the only country that 

seC!Led to bo vel')' hopefUl was Gel'tlai\Y, where Ulle!!lplo;rmcnt wns virtually 

absent and where the \lni ted states recession wa.s regarded as proof of 

tt.o inav1tabl e weolmese of decocracies , He stated that he expected 

tro'Ible in Czecheslovald.a when the present necotiations with the Sudenwn 

vctt_ws ecce t o an impasse. Tho Czechs would not, he bolievod, erant 

He de;;rce of autonoay tr.e Geroans would insist upon . ~:e !oared trouble 

would start VIi t hin a month or so. 

lie so.id th<:.t in the recent Czechoslo; llldan incident Russia had warned 

rolr-'>~ that her armies would march on Poland i .f she attempted to t ake 

an .. . 'art of Czechoslovakia , And Rumania also inforr_,e<i Huncary t het any 

atluck b)l l'un[ acy on Czechoslovakia ""uld brin0 11\Jmanio. actively on the 

ol..e o Czechoslo,·ald.a. Germ;ony, he felt , had in no ..:as abandoned her 

:·1ru1 of attaekinr nussia via C2ochoslovald.a and l'olanci . 

· r . L uell thoucht that the people in :!pain tel t that the conflict 

••ould lut at lea.st another six mont he , and that ho expected the present 

.:. lish-spanish ne&etia' iona to evehtually break down because !!ussolini 

b~Jly needed a victory in Spain. 

He also expressed the view that l!Ussia 1<as goino to 'll"ithdrax ..., ... 

;.n.J nore f r ee the European scene, though he so.id t hat there -.ere some 

m.o believed that l\uae1a would eoonor or later tie up nth Germany. 

:·ow •ver, l:e f elt this """' imposeible untll Stalin passed out of the 

~icture . 

he felt that the only help f or Qlropean di.fficult1es .....,. for the 

t:nitcd :.taws to take an active part, first through the exercise of 

"force• and secondly by inducements to Oercany to help wean her f1lfa:J 

!'ror;, her present role or asgresai\'8 expanaion. He apecitically recoo>­

nended that the \Jnited States repeal the tleutrality Act as a first 

step , thus ind.ica in& to Oemany and Italy thet the United States meant 

business . He said that Germany and Ellgland had already "wrlttcn off" 

1!>4 
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United s tates as a factor 1n the l:Alropean a1 tuat1on ancl that, as a 

conseeuence , Germany was more 118jln&eive, and EngUnd wu d.r1ven more 

an<1 mOre to seek acme arr~nt with tho ag:reeeore, Italy and Gc~. 

He likewise expressed the view that the United States ought to 

aal<e an arrangecent with the other Tripartite countries cuarantee1ng 

for the next !tJW years i'ixed exchange rates and uked the Secretaey 

.mat he thcutlht or that step . '£he Secretary replied that be had con­

siderable doubt ae to the w1ad«t or any such action anc1 that t he 

United States at tho 1110m81lt had noth1ng to gain by ccamitt1ng iteelt 

to a program of that ld.nl:l . He said that be deemed 1t essential that 

t he United States should keep the IXMOr to devalue further u a club 

to defend i t against possible unwanted adverse movetliA!nte and that the 

power ahould not be used as a "needle" (i. e., to attempt to 1njeot new 

v1eor 1n the r ucavery) to secure advantages. 

Lr. l!uell stated that 1n llirope he round people favorabl,y disposed 

toward 1.:r . liull ' s anc1 llr . l!orgenthau 1 s pol1c1es but that they felt 

much l ess satisfied with tho President's progr8ft. 

He stated that t.uropeana were confident that the United States 

would experience prosper ity aea1n. 
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tHTCJI Orl'lc;• COWNUHICATION 

.... July 13 , 193~ 

TO 

fROM 

estimated 
' to obtain 

Secretar~~nthau 

ttr. aaarrp-~ 

Mr. Dan Bell has just turned over to me the 

monthly expenditure data which you asked him 

from the various governmental agencies. 

I t is my understanding that you wanted these 

data set UP in a master chart along with so~e additional 

sub-charta in suoh a manner as to provide you with a 

statistical control of performance. 

~ore specitioally, as I interpreted your request: 

(1) I t calls tor an estimate ot expend! tures by 

mont hs from each governmental agency, including Government 

corporations; 

(2) These data would be put on a master total chart 

along with some important sub-charts as would be selected; 

(3) Each month ae actual expenditure data becomes 

known, it would be plotted asainet the estimate to provide 

a oo~narison or actual results with estimated results; 

(~) Each spending agency would confirm or revise 

their estimates each month. 

This outline is in conformity with si milar controls 

which you have set up in the past, and seems to me is the 

minimum necess~y to provide you with a current statistical 

Picture ot progress and t he future program, 

Mr. Bell's unders tanding of your request doee not 

exactly agree with my understanding as outlined above. 

In order that this control may be set up and operat­

ing upon your return, you may wieh to see ~. Bell and myself 

before you leave, Mr. Bell asked that I send this message 

to you. He told me he had pla.nned on leaving tonight. 
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_. <IHY ltr. Proat.d•t• 

I • • aenclial JOU ber .. ltb, to Je~&r 
tn ror .. tloD, tbo tollowial ..-oraactaa 

1. eo-.rolal LoaDI 1ft rolatloD to 
inY•torlaa - prapoYed bJ llr. 
&au ~ 1- '\...-

2. Tho llua1D .. a IUU&U ... , week 
eocltnt lulJ 9 1 19,. - prepared 
bJ Jlr. Baal 7 - , 

)o Reor1anhat1oe of Sooret Bonlee 
oaclor ~ ll&pen1110D - prepared 
"" Chlot wu... 1 ~'\ 

PaltbtllllJ, I 
tSII!Decll :S. MOJPDthaU.Jr· 

Tho Preat.d•t, 

r:n Route. 
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Jul:y 105, 1938 

Arthur Ooldslll1 th cabled Eddie Greenba\llll that 
the Evian conference ie on t he rooks. The only wa:y to 
&ave it is to send Xennedy t o Evian . (Eddie sa:ya that 
Kennedy must have seen the cable before i t was sent). 
When I told Eddie that Sumner Welles said that the confer­
ence is a great suooesa, he said 1That 1e wny Kennedy 
wants ~o go over and oash in on it.• 
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l! . ll.Jr: 

llalin 
Cr aig: 

ll . r.t .Jr: 

C: 

H. r.t .Jr: 

C: 

l!. li . Jr: 

C: 

ll.li.Jr: 

C· 

H.U.Jr: 

C: 

H.II.Jr: 

1:: 

II.II.Jr: 

C: 

.1:1.!11 . Jr: 

C: 

Hello. 

July 1.3, 19.38 • 
.3:29 p.m. 

Mr. Secretary, this is General Craig . 

Good afternoon. 

160 

I have your message of yesterday and I've looked up 
the case of that Colonel Haas. 

Yes. 

Here i s the situation, llr. Secretary. 

Please. 

He was in the service; he has a very fine war record, 
very find record, aDd about a year ago, for reasons 
unknown, he took the re-exaMination and passed it • 
for a commission as Colonel. 

Yes. 

There has never been a vacancy and is not yet one to 
which he ' s entitled. 

Yes . 

Now, there is a vacancy in one field artillery regiaent, 
but there are three qualified in that they have worked 
for it and gotten their certificates of promotion to 
Colonel, and one of them will get that vacancy. 

I see. 

To put hill back again as a Colonel throws out of line 
all of the Colonels wbo are working for those same 
certificates . 

I see. 

or course, he's only concerned with the field artillery • 

Yes. 

He ' s been recommended - he must be a very fine man, 
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1:1.14.Jr: 

C: 

11. /l.Jr: 

C: 

ll.li.Jr: 

C: 

H. ILJr: 

C: 

R.li.Jr: 

C: 

H.ll.Jr: 

C: 

R.M.Jr: 

C: 

H.M. Jr: 

- 2-

because he applied for the present vacancy • • • 

Yes. 

1G1 

• •• and he ' s been recommended by his- those whom he 
knows , and Joe YcCoy up in the Second Corps Area . 

Yes. 

But cases of that sort are - recommendations and 
requests of that sort are quite common; they run 
about one 1n two weeks to one in three weeks - of 
men who have lett the service tor their own reasons, 
then want to come back to get a particular thing. 

Yes. 

And I know of no way that it can be done without 
upset ting the precedents of all the time we ' ve had 
reserves and being unfair t o men ;.no have had con­
tinuous service . 

"ell of course I ' d be the last one to ask you to do 
that. 

Sir? 

I 'd be the last one to ask you to do that. 

I knew that, and that's wby I've explained it t o 
But I wondered if Colonel Haas would feel better 
be were t o talk to me and get the whole picture. 
may - he might not know it. 

you. 
1t 

He 

I think he would, because quite frankly I explained 
to Colonel Somers the issue for ~ cousin. 

Yes, sir . 

He's down in Wall Streeti which i s the hotbed of the 
anti-Administration peop e . 

Yes, sir . 

He seems to think t hat be ' s - well, be just doesn't 
understand. Bello? 

• 
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C: 

ti . M. Jr: 

C: 

a.Y.Jr: 

C: 

B. Y.Jr: 

C: 

a.!i. Jr : 

C: 

• 1G2 

-.3-

Yes, sir. 

And I simply felt, it it wasn't asking too much, if 
he could bave five minutes . 

I 111 be glad to give him all the necessary time to 
show him - to show him that we 1 ve bad, oh, many similar 
cases els ewhere and we've never done it where it does 
injustice to men who have continuously played the game . 

Well, be - be i s such a good triend of the Army and I -
that I felt - be's all upset about it, you see? 

Xes, sir. 

And be worked terribly bard at getting ready t or this. 

Yes, sir . 

So if you would give him f ive minutes, I would considen 
it an accommodation. 

Ur. Secretary, I'll give him all the time he wants and 
do my best t o explain it. And from his record - I 
don't know him- he's the kind of man who will say 
instantly, • . • · 

H.JI.Jr: Yes . 

C: 

H.U.Jr: 

C: 

H.r.I.Jr: 

C: 

H.!I.Jr: 

C· 

••. •I understand• You' re right. • 

But I - I don't want to ask you to do the slightest 
little tb1ng that 1n any way would be untair t o 
anybody else. 

Well , I thank you. I have spent most of today looking 
the whole thing up, a.nd the whole case . 

Oh, for Heaven's sakes . 

And that is the situati on, and his application baa 
already been disapproved from bare, although be hasn't 
gotten it yet. 

I see . 
But I would rather explain to biA. I 111 be very glad 
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a.!t. Jr: 

C: 

H.U.Jr : 

( 

1G3 
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t o give b.im all tbe till& be wants and show bill tbe 
records and let bill under stand. 

Tbank you so mucb. 

Tbank you, Mr. Secretary. 

Tbank you. 
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July 1~, 19~ 

Called on Cordell Hull to aay good-bye. 

He opened the conversation by saying •could 

you drop the price of silver about a oent? 1 I said, 

•well , there is no good reason f or doing it. • I said, 

•You mean domestioally or foreign silver?• He evidently 

meant foreign silver. I said, "If somebody dumped a lot 

of silver on ua, we would have some excuse t o droo the 

price , but with no eXOUSB I think it would be an upsetting 

factor at this time. • 

He said , •well, we are having lots of trouble 

in Uexico and" he said •you know the President and Daniels 

have given the Mexicans t he impression that t hey can go 

right ahead and flaunt everything in our face . • He said, 

"Daniela is C:own t here taking aides with tile !llex1can Gov­

ern~ent and, 1 he said, 1 I have t o deal with these Com­

anm18ts down t here and have to carry out international 

law. • 

He said, •couldn't you drop the price of 

sU ver? • I a aid , •I don ' t think so. I said, •I know 

I can't.• He said, 'Well , it ie very difficult for me 

in 14ex1co. • 

He aald, •You know , t hese four f avorites of 

the President, Kennedy , Bullitt, Joe Davies and Daniela, 

are constant ly going over my head. " He said, "Now, 

Bill Bullitt takes one of hie pete, John Wiley, who ie 

at t he bottom of t he list and has him made a Minister. • 

I said, 'To what country? ' •on, • he said, • some 11 ttle 

country; I don't know, but, ' he said, •I reco~ended a 

number one man, but I can't get him appointed. Bullitt 

goea · to the President d1reot.• 

I said, "Now, I don ' t want to go to England.• 

I said, 'I can't do anything to help you with your tra~e 

treaty and I don't want them to twlat a nything that I 

might say or have tennedy tw18t anything that I might 

say t hat might be proved to be embarraasing to you in 

Your negotiations. • I said, •sumner Welles told me 

yesterday that I must go and I wish you would see t hat 

nothing is started on this aide which would put me in 

the posi tion that I would have to go. • Hull was in com­

plete sympathy. He said, 'Well, you don't know what 

164 

Regraded Uclassified



I 

-2-

Kennedy would d o with t hese two high-pressure advertising 

men that hs has with him. • He sai d , "lhy , when he wa• 
here he doe an' t l et me know and he comes in one morning 

and says he has got to see me right away. Then,• he aaid, 

•wnen he gets ready to go away , I have a meeting on with 
twelve people and he sends in word can't I step out and 

say good- bye to him.• He said , •He will claim that he 
put through the trade treaty and he does not even know the 

!1rst thing a bout it.• 

Hull gave me every indication that he has no 
more love for Kennedy than I i~ve. 

I aeked him whether he would not l ike to see 
Professor Buck and he said he would. 

I told him that Sumner Welles sent me over, at 
!ive o1 olock last night , a memorandum of the conversation 

that hs had had with the British Ambassador and that Sumner 

Welles wanted an immediate answer, which I refused to give 

him. Hull said, •well, I only saw the memorandum last 

night myself . • I said that 1111 own reel1 ng was that we 
should give t he British no answer on t he debt questi on at 
t his time with his trade treaty negotiations pending and 
with the President away. Hull agreed with me enthusias­

tically . He said that t~1e question or debt negotiation 
rests with t he Secretary or t he Treasury and "if we ever 
get down to negotiating,• he seid, •you have to be Chair­

oon of t he Conun1ttee that handles it.• I allowed that 
that was correct. 

As I was leaving Hull , Norman Davia waa waiting 

to see him. It is interesting that almoat every time I 

hnve called on Hull I have round either Norman Davis or 

Barney Baruch waiting to see him. 

In my conversation with Hull, he went through 

t he motions or apologizing for having giYen the wrong 1m­
pression at his press conference on the dollar-oterling 

rate in oonneotion with the new trade agreement with Great 

Britain. (At the 9: 30 group meeting th1a morning Gaston 
said Hull had made the correction and will dictate a memo­

randum or Hull's first statement and his correction. ) 

I r ound Hull nry friendly and much lees aar­

oast1o and, for once, le88 or1t1oal or the President. 
He told me that he bad Juat been examined thoroughly b7 

1GS 
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the dootor and that the dootor found h1a fit. (I don't 
suppose b7 aD1 obanoe th1e ••• to let me ltnow that he wae 
well enough to run for President.) 

oOo-oOo 
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!01 Secretary Uo~ntbau 
FRO!l• llr, Go.aton 

.t.t his result.r d&ily preao oon!'eronoe Clll llond&y IIOJ'llin~ 

July 11th, Secretary Hull was queetionecl m tho eubjeot ot monetary 

negotiations in connection with the poncling tracle o.gre-nt with 

Great Britain. Questions and ........,re were aubatant1ally ae follooro• 

Q, Diepo.tohea fraa new York toclay report that the Britioh 

Pouncl cloolinocl on tho money -.r·<oto ao the reault ot rumora tbo.t 

the tracle ~-nt to be signee! between Great Britain ancl tblo 

United States will fix a ratio or about 4 , 96 or 4,S7 to the dollar. 

Could you colii:IODt on thatt 

1G7 

.l, that h moro 1n line With tho Treaaur1'• "''p<ll1a1billt1ea • 

the purely monetary phaae, l(y juc~tPtnt i a that 1t wa ooocl\>lle a 

satisfactory agreomeDt with Great Britain it will be one of the 

largest faotora 1n reatoring world trado of ao:t progreu that wa 

have ae.4e 1n tho last yet.r. tbe :aatter 1a deTOloping and I et1ll 

adbere to r:f/1 rulo not to make ao:t predictions • 

• • • • • • • • • • • • • • • • 
Q. Would you go ao far ae to aay that a traclo ag...-nt Will 

ba conoluclod apart from ao:t monetary arrangsmontt 

.l, You may recall that 1t baa baeD the polioy all along to 

carry on the etriotly tracle agreomont aide hero in tblo State Depart­

unt, Along , parallel with 1 t 1a the quoetion or exchange atability 

and =re pe~t t>ODetary arrange,.,nta. You will Ia ve to opeak to 

tho Troaaury &hout theAo 

Thomu, 'IIIlo 1o Kllce l!oDel'IIIOtt• a chief auhtant in the D1T1-

aicn of Current Intono&tion ot tbe State Departllent , allloat at onoe 

re&lhed that thia ..tat-nt waa likely to gi.,. trouble, &a it 

ooemed to aupport tho view that pa.r&llel negotiationa tor- a .,.. 

IIIOnet&ry arrang-Dt ware goin& on botwaen tl:e Br1t1ah and the 

Treasury Dop&rtmont and Thama.t at moe wut baol< to Secretary Bull 

and got hia ...thoriaation to olar11'y tbe at&~. thaaaa wu 

authoriaed to aay that w.at Seorotary Bull wu atteapting to om..-y 

I 
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,.,.. that the trade a r;ree•zrt itHlt would r ooult in a treer 

fl.,.. of gold IUid. r;reater e xch&n.ge ot&bility. ThOOIU called 

all the newopaper Mn boo oould reaoh aJI4 r;a.,.. thea thia inter­

pretation of Secretary 8111' • reply. Bo failed, how.,..r, to 

reach Dennis Sldth of the Lcmdcm Daily Telegraph aJ14 llorning 

Post, who oent the folloori.Dg• 

"J..r. Cord.ell Rull today indicated that diacu,..iona 

of .A.nglo-J.Joerican IDOilOt&ry problema were llei.Dr; carried on 

llet.o.on the Bri tioh IUid. United St&tea Treuurieo parallel 

with the tra4o peat negotiationo . • 

Tbao&e eG¥e be tried to roach me on the phone, bvt I waa out to 

lunoh and be r;otao buoy during tho afternoon that ho didn't have 

another chanoe to call •· lloweTer, t wo or three ,.npeper ...,. 

did call ..., , '"""'~ tbela Sia...y Olaon of tho Poet, aJI4 I told 

thom tht.t I know of no monetary negotiation• with Greo.t Brit&inJ 

that ,.. &lready b.o. eto.bility in exchange and a woricil'6 arrange­

...,.t under tho tri- partite UDdorato.ndillr; that -• producing ao.t-

lGO 

ilfact ory reaulte . I o.clded that I thouglrt it lU:oly Secretary • 

Hull referred to that rather tb&n to any n- negotio.ti ono . 

I 108ntionod al l of thia on the pbcme t o you Jionda¥ enning 

and you ul<ed • to r;et in touch with the Sto.te Depertooent. I r;ot 

Thooaa on tho phone abortly after I a r riTed TueedG¥ 110rnillr; and 

be told .., wb&t I ha., recited a bOTo IUid. further ukod our o.dTioe 

u to Whether Secretary lillll abould oorrect hie atat ... nt at a 

preoa c....r.rence . I br<Nr;bt thie up a t the 9t~ r;r<NP ••tin& 

and it •• your dec18ion that it an opportunity offered in a ror;u­

lar prose contorenoe 8111 ohould underteko to c larifY hia ot&t..nt. 

This decioian I reported a t onoe to T~a. file reault wu that 

t he following enaued at the tuead&y aorning conferono•• 

"Cl• Jlr. Secretary, oould you OlllplifY or c larity your 

ot&to..nt ot yoeterday with reprd to the -tary a ccord 

poeaibly bei~ 11Dl<ed up with the Britlah-~rican trade 

o.gre-zrt! 

"-'• Kr. 81111 I don •t know of an;yth1nr; .ore to eay than 

Kr. fb-• aJ14 I tor;crtber e&1d ;y•terd&y. .Aa aeon aa I die­

covered aa.bod;y wo.a mai.Dterprotinr; wb&t I b.o. in llind, I 

roquuted Kr. thmaa to 18¥ to each one ot you gentl.-n that 

tbtro 1o o.baolutely DOthi.D& new on that n bjoot, co tar u 

w wero oanoeruecl, in oonnoction with tho trade ave-at, u4 

nothi.Dg new on it ~ro oleo (Troaaury) ao tar aa ,.. IDwW 

or bad be&rd about, aJ14 that ia the eto.tua ot the ao.tter. • 

'r~a road thie to mo over the tole~ IUid. I bad Pro.Dt liD& taD 

1 t down in aborthaJid IUid. t ro.nacribe 1 t. 
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GROUP ILBETING 

Present: 

R.ll .Jr: 

WI gill: 

R. l1 . Jr : 

l&agill: 

R.li. J r: 

Kngill : 

R.lt .Jr: 

!!agill: 

R .~.!.Jr: 

Magill : 

H.li . Jr: 

Vlhite: 

Mr . Magill 
Jdr, 'Oliphant 
Mr. Gaston 
lfr , Haas 
lfr , Taylor 
Ur. White 
lfr , Banes 
lllr, Lochhead 
lfr, Gibbons 
lfr , Upham 
llr. McReynolds 
Jlrs, Klotz 

Magill, good morning. 

llood morning, sir. 

Anything? 

July 1.4, 1938. 
9: 30 A. M. 

169 

No, I think not. 
during t he day? 

Have you got any five •minuteses' 

Sure: 

I have two things I 'd like to speak to you about -
each of which will t ake two and a half, 

Three thirty. 

Fine. 

If I get a break during tha day I can switch it 
earlier. 

All right . 

White , did you want to see me t oo? 

Yes sir. 

White , three forty . I won•t •devalue" you and 
double up; I ' ll "revalue . • 

1fbat else? 

\ 
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r.tagill: 

R.li.Jr: 

Oliphant: 

H.Jt.Jr : 

Oli?hant: 

R.U.Jr: 

Gaston: 

R.M.Jr: 

Haas : 

B.J1.Jr: 

Haas : 

G11ston: 

R.J4 .Jr: 

Gaston: 

B. ll .Jr: 

- 2 -

I haven' t an)"thing. llr. Banes and I have been 
conducting s eminaries for each other's benefit. 

Good. 

(Nods to llr . Oliphant . ) 

Nothing, I think. 

You knoW? 

Yes, I ' m pretty well sure. 

Herbert. 

Nothing of any importance; sir. I rtotice 
Corrington Gill was around among all the manu­
facturers of clothing in New York and bought some 
surplus clothing for the W. P. A., in the morning 
papers . 

Good. That's all right . I ' d rather he did; we ' r e 
just their agency. 

I noticed they turned down the dress suits. 

Also the spangles. The interesting thing - when 
they got all through, and offered to buy every­
thing in Amer~ ca there was only ten and a half 
million dollars of surplus clothing. All that 
was offered - ten and a half million. By the 
time they rejected the dress suits, they got 
down to nine and a half million. These are 
winter clothes, too. 

Oh yes . 

Herbert, will you have the New York Times start 
sending to me, beginning with Sunday, please, 
to the American Embassy, Paris, • •• • • 

In care of the Embassy? 

Yeah. 

Yeah. 
And l et ' s see - beginning with that, it goes 
thr~ugh until, let's see, - oh well, take it 
through t he fifteenth; that makes it just about 

170 
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Ccston: 

R. l~ . Jr: 

- 3 -

through the fifteenth of August. Through the 
fifteenth. 

Just the Times? 

I think so. What else? 

easton: I think nothing else. The boys wUl probably 
ask, at the press conference this morning, about 
Chinese silver and about monet.ary negotiations 
wit h Great Brita in, if any . 

R.U.Jr: ~hat ' s a11 being conducted by Ur . Taylor. 

Taylor : I ' ll be here a.ll summer. 

H.t.I. Jr: All right - that ' s t he ansl'ler. 

Cas ton: Getting out a couple routine releases - one 
on your marksmanship contest and the other on 
law enforcement r esults for t he year. 

H.U.Jr : Vlhy don ' t you get me out a release like Nathan 
Straus got out yesterday - that's a release. 

Gaston: I haven ' t seen it yet. 

!I.:J.Jr: There is a model; t hat ' s a release of a release . 

Gas ton: I'll certai nly look at it. 

" .!J.Jr: Take a look at it . 

UcReynolds : Kaybe he has more t i me to devote to . i t . 
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H. !.t. Jr: Be brought it i n and showed it to me, and I didn't 
want to be sarcastic so I said, "Well, that's 
very nice." Be was tickled . It1 s a model. 

Gaston: 

H. 't . Jr: 

Haas : 

H. '.I.Jr: 

Anything else? 

Nothing else. 

George. 

Got a few t hings here. 

Say, George, on that book, what I would do - I ' m 
going to take it with me, and t hen once a week 

Regraded Uclassified



naas : 8 

H. !I .Jr: 

!laBS : 

H. i .. Tr : 

l'.aas : 

R.u •. rr : 

Raas: 

l!.!J.Jr: 

P.aas: 

R .~ .Jr : 

Haas : 

H. M.Jr: 

Haas: 

H.!.I .. Tr : 

Haas: 

- 4 -

will be time enough - does your report come out 
lolondays? 

Which report do you have in mind? 

The business report . 

On l!oooays. 

Well , that, plus photostatic copies of this -
so I can just fit it in once a week. 

I see - send it over to you. 

(Speaks aside to Urs . Klotz. ) 

Well, up to the end of this month Urs . Klotz 
wi ll handle all the mail for me, and she goes 
on her vacation, and then Mr. McReynolds will 
handl e it. All I want, - I mean, I don't vtant 
any cables, but I would like to keep this, plus 
your weekly report. 

I see . 

Because this does give me your • ••. • 

I'd like to talk to you a little bit - I had 
planned on discontinuing that. 

Which, this? 

No, not that - the weekly report, while some of 
us went on a vacation. 

That's all right. This is good enough. 

172 

But, I mean, if you need it, we'll stay and work 
it out. 
I could not t ake this on lAY lap and read this, 
thinking that you were in Washington sweltering 
here . 
I was thinking of being gone a month. I thought 
it better to go as soon as possible in order to 
get back. and get some of the other things you 
want . That can come through, routine like, once 
a week. 

' 
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!I.IJ.Jr: 

l:!D.as : 

a.rJ.Jr: 

- s -

Once a week is enough. 

We can just let it go automatically on the boats . 
Do the mail boats go Friday or Saturday? 

Let them accumulate, and let them go through 
in the pouch. Why not accumulate it once a week 
and find out when • •• •• 
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Klotz : I think it would be a very good idea to put 
everything in a pouch. 

B. ll •. fr: If I run out of ( ? ) - send it over in the 
pouch. 

llcReynolds: AnYthing the State Department sems is 1n a 
pouch. 

H. IJ,Jr: Anything? Including Ry-Crisp? 

~cReynolds: The State Department people don•t send anything 
less than Ry-Crisp in those pouches. 

H.?! .Jr: That will come. 

Hans : Thst will come. 

H.M.Jr: You say you wa.nt to see me? 

Haas: No. No. 

ll. iJ. Jr: 

Baas: 

H.M.Jr: 

Taylor: 

H.ll .Jr: 

Good. 
Ylba t I bad 1n miDi was - I wanted to see you, 
unles~ you•ve seen Danny Bell, I want to see 
you. 
Oh, let me do this right after this meeting . Let 
me do this right after this moeting . 

Wayne? 
I talked to sumner Welles yesterday, and gave 
him your message, and be says that ' s fine with 
him, and he agrees completely. 

Fine. 

• 
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H.lA.Jr: 

Whi te : 

Taylor: 

H. I.I .Jr: 

Oliphant: 

R,l,f ,.Tr: 

WlUt e: 

ll . I&.Jr: 

Oliphant: 

H.;.t.Jr : 

Oliphant: 

H .r~.Jr: 

Oliphant: 

R.r.l •. Tr: 

Tl\ylor: 

H.J!.Jr: 

- 6-

And this is that business about B. I . s . not 
agreeing to that. 

114 

Well , now, are you and Archie and White clear 
on bow to answer this business of t hese paragraphs 
in the trade treaties , or should I talk to you 
before I go? 

I think we' r e in agreement. 

Yes, we 1re in agreement on it; we ' d like to 
talk about it so that ••• • . 
Well, it will be about seven - about, around 
eleven thirty. I 1ll call you, though, so you 
won't be waiting outside. It ~ill be about -
I'll phone you. 

Don't forget the rush act again on this British 
agreement. No time to look it over? 

I ' m sure t here won 1t. 

Oh no. No, no. 

I'd like you to sit in on this thing, Herbert 
(meaning Herman), and lmo"' about it . 

Eleven thirty? 

Who wil.l be on that gold thing while you 1re gone -
Bernstein? 

Yes. 

Then he 'd better listen too. 

I 111 bring him in. 

Anything else, Wayne? 

(Nods 11No. 11 ) 

What I am trying to do i s build up in tha 
Government Life a twenty-five million dollar fund -
two per cent note, "'hich you can use at your 
discretion while I ' m gone, to buy long-term 
Goveranents when the market is soft. When you 
run out of that send •Papa" a telegram. There ' s 
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Taylor: 

n.ri .Jr: 

Taylor : 

a. J. Jr: 

Loch. "'end : 

Taylor: 

!l . 'I .Jr : 

Taylor: 

'!."l .Jr: 

Ophnn: 

H.PJ. Jr: 

TRy lor: 

H.M.Jr: 

Taylor: 

U.Y.Jr: 

Taylor: 

- 7 -

twenty-five mll.lion dollars at your disposal, 
if the Government bond market turns soft later, 
and if you need another twenty-five million send 
me a cable . Is that enough leeway? 

I think so . 

Is that enough, or do you want fifty? 
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I think twenty-five is all right . If we use that 
we ' ll be yelli.ng for help. 

If twenty- five - if - when she bas sort spots, 
I'd do it in long-term Governments . That fund 
is up to twenty-three now. 

It ' s up to twenty-four; it was twenty-three, and 
we added a million dollars, and they have orders 
up stairs to automatically increase it to twenty­
five . 

I'll do the same - I'll work with the Board, the 
way we did it before . 

Try to get them to do i t first. 

We didn't have to use the fifty before. 

Eccles is coming i n at three. I ' d like to have 
you in and talk about it, Cy - Eccles . 

(Nods "Yes.") 
So ne can see how sharp Eccles teaches, and t ake 
his blood pressure . Your thought is to keep -
go fifty-fifty? 

No. 

Let them go first? 

Yes . 
You' ve got twenty-five anyway, and that ' s enough. 

And I ' d just as soon not let Marriner knOw 
I ' ve got the twenty-five. 

• 
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H. IJ.Jr : 

McReynolds: 

Taylor : 

Lochhead : 

H.1J. Jr: 

Taylor : 

H.r.!. Jr : 

White : 

H. J. Jr : 

T;hite: 

!l.M.Jr : 

'll't1 te : 

H.I.! •• Tr: 

Whit e: 

R. 'J.Jr: 

176 
- 8 -

I said som.ething to him about that . 

Wayne evidently wants a file for Marriner ' s 
t eeth. 

No , not at all . It worla!all right before, 
when we had the fifty, and didn't have to use 
the fifty . But it' s better than the fifty-fifty 
arrangement, if you haven' t got many chips, but 
it may not work this time. 

Their rating power has run down very materially, 
t hough. It's run down to about thirty-two 
million from around forty million. 

O. K. ? 

We' 11 listen to Llarriner and I think it's - I 
don't think I 1d let him knoYI that we had the 
twenty-five, and so on, but t hat we 'll cooperate 
as in the past. 

Harry? 

Nothing - unless you ' d like t o know t he status 
of the British Trade Agreement. I just checked 
up on it. 

Wey don't you do t hat for me at eleven t hirty? 

Yes sir. It will only t ake a minUte - I can 
tell you then. 

That's what we ' re going to talk about . I told 
Ur . Hull I knew none of the det ails; didn't want 
to know any of the details after I left. 

I'll just tell you the general status. 

When I get over there, what I'm going to say 
is, I don't knoYI anything about it . And that' s 
pretty near the truth. 

Well they don' t know a lot more yet. 

And if while I'm gone, any bright fellow has 
an ldea' that JU', Llorgenthau should go to EnglAnd, 
or anybody approaches anybody with the idea I 
should go to England, discourage it very 11uch, 
because I d.on' t want to go to England - not this 
SUIIIDier , 
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V/hite : 

!l.M.Jr: 

Hanes : 

!J ,ra.Jr: 

Ranes : 

!I. II.Jr : 

Hanes : 

H. J • .Tr: 

Hanes : 

H. IJ,Jr: 

Hanes : 

R.U.Jr : 

Hanes : 

B. 'J ,Jr : 

Gibbons: 

n. ·J.Jr : 

Lochhead: 

H.l.t .Jr : 

Lochhead: 

R, !J,Jr : 

- 9 -

Az11thing else, Barry? 

No. 

(Nods to Mr . Hanes . ) 

Nothing . 

Would you like lbe to say anything - this will 
be at the press conference at ten thirty - that 
I 've asked you to look into the bankruptcy 
thing? 

Unless you wi sh. 

Oh no. Only ii' you wish. Too young? 

No. 

Too young? 

Yes . 

You•re not ready for it? 

No. 

Anything else? You•re going t o go away t he end 
of August , aren' t you? 

I had planned to - the f11'teenth. 

(Nods to Kr . Gibbons . ) 

Nothing . 

(Nods to Ur . Lochhead .) 

Over the holiday everything was very low on the 
exchange . 

Run it up or do\vn? 

I think they should run it up. 

Very good f or us . I read on the i'ront page -
llr. Bullitt called on Kr. Bonnet to arrange for 

my visit to Paris . That's all right - just ott 
the gold, and he does this. 

177 
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H.IA.Jr: 

Gas ton: 

H. 'J,Jr: 

White : 

H.l.I.Jr: 

Klotz: 

B.M.Jr: 

Gibbons: 

B. !.l.Jr: 

Gibbons: 

B.l.t.Jr: 

Upham! 

Klot z: 

H.ll. Jr: 

lUotz: 

- 10 -

You d.idn' t think he wouldn't do that, d.id you? 

He ' s al.l r.ight. The best offer I've bad, one 
or the well known brands or challlpagne - the 
Amer.ican agency wrote me that all their Paris 
representatives would be very glad to look 
after me while I am in Paris . Inasmuch as he 
didn ' t get down to brass tacks and didn't 
mention how many cases would be sent over here 
for me to sample, I turned him down cold. 

Yline salesmen know more than just Wine. 

I thought it was a pretty good gesture . 

Are they always putting on a show for the boys? 

No, not that I know of, but believe me -what's 
the ~e of this man over here t hat's a star? 

Chevalier. 

Chevalier .is the fellow I ' m crazy about. 

We had a great Customs case against him one 
time . (Laughter! ) 
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L.ist en, if every time I look around tbe dinner 
table wben I go out, as to the people the 
Treasury has cases against, half the people -
either I or tbe rest of the people would have 
to leave the t able. Somebody would have to leave 
the table. 

We got !label Walker Willdebrand fixed up. 

I knew she was a smart girl. 

Cy'l 

Nothing . 

(Whispers to H.M.Jr.) 

Yeah. We'll fix up that, too. 

mlb? You didn' t hear that. 

' 
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l! . :.t. Jr : 

!.!cRoynolds : 

:t.:A. Jr: 

- ll-

\'/ben ar e you goi ng over to see Harold Ickes 
about an allotment? 

I ' ve got -
t he time . 
morning. 

Ickes i s going to telephone me 
He told me a t nine o'clock t his 

You come back, will you - check with me at two 
o'clock about where this dispensary i s going 
to be . 

acRcynolds : I'll t ell you now. 

~.~ . Jr: ~~ere is i t goine to be? 

~cRcynolds : In the new Social Security building; they ' ve got 
&ll the plans for it. The plans are in process 
now. It will be a year before the building i s 
completed. VIe haven't got any money to fix that 
pl ace over there . Vle ' ve used all the f unds to 
fix that building . They can' t occupy ordinary 
office space; they•ve got to have equipment for 
it, and we haven' t got any money to buy the 
equipment. 

H . l~ . Jr : What's the matter with the present? 

~cRcynolds : Of course , you could move them in. They ' d be 
worse off there no.v t han they are, unless you 
had their equipment built in and space for it . 

179 

R.'-l .Jr : V/ell , my god; I ' ve been over there. All the equip­
ment they ' ve got - after all t he machinery goes 
with i t , but t he rest of it - partitions - is 
just. a matter of curtains . 

McReynolds : They are building a space f or it in the Social 
Security building. 

H. t. Jr: All right! 
forty-five , 
Ball. See? 
going to be 

I ' ll t ell you what we ' ll do - two 
McReynol ds, Parran, Peoples, and 
Let them know what it ' s about . It ' s 

on the ground floor of that building. 

That 's where she ' s going . 

McReynolds : All right - you•re t he boss . 

R. II. Jr: I know it. And it's going to go there . 
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llcReynolds: 

H.M.Jr : 

McReynolds : 

H .~ .Jr: 

- l2 -

Ball isn' t here . 

Vlell then, whoever is in charge of that building. 
It's going to go ther e , pending t he • • . . . • • 

You Vlouldn' t want 1t in !!all' s end of t he floor. 
We'd want to put it a t the other end of the 
building . It would have to be in the office 
ern of the building. Ball ' s office isn•t t he 
place for it. 

Pending the completion of the Social Security 
building, and then it will go there . 

Stdle, Ifac t 
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UcReynolds : I am perfectly willing to smile, but you will 
r un· into a lot of difficulties about the set up. 

H.U.Jr: That's all right . It ' s just a t est for 
organization; see how good you are . 

McReynolds : I have the f ellows t his morninB working on it . 

H. IA .Jr: Two forty-five on the ground floor. 

UcRcynolds: We ' l l be ready t o go. 

R.M.Jr: Let them come in here. I'm not going over there. 
I won't go over t here - bring the floor plans 
in her e with t hem - and whoever is necessary to 
make the decision, but let them have a little 
pr elim1narY heari ng to make it easy for me. 

~cRcynolds : I wouldn' t deliberately t r y to make it hard for 
you. 

H. ll . Jr : If i t 's a nice day tomorrow, and the sun's 
shining between here and New York, I'll come in; 
i f i t's not a nice day, I'll take the t en o'clock 
train. I ' ll see you all at lunch anyhow. You•ve 
all got your vacations, haven' t you? If it's a 
nice day, I go up by airplane; if it's a r ainy 
day, I go by tra in. 

If anybody' s got any br ight ideas, ard wants to 
see me, if t hey'll get i .n touch with !.Irs . Klotz -
right after three fifty. 

\ 
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Oliphant: 

l!. li. Jr: 

Oliphant: 

H.M.Jr: 

Oliphant: 

R.li.Jr: 

Tbree tit~ 

You want it? 

(Nods "Yes. ") 

Sold. 

For one minute. 

Thank you ell. 

- lJ-
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a.M.Jr: 

Operator: 

a.M.Jr: 

Jesse 
Jones: 

B.li.Jr: 

J: 

H.loi.Jr: 

J: 

B.loi.Jr: 

J: 

li.M.Jr: 

J: 

B.li.Jr: 

J: 

B.loi.Jr: 

J: 

R.loi.Jr: 

J: 

H.M.Jr: 

J: 

B. N.Jrt 

J: 

Hello. 

Jones. Go anead. 

Hello . 

Hello. 

Jesse . 

Xes. 

July 14, 19)8 . 
10:51 a .m. 

I thought you'd like to know ... 

Xes. 

182 

••• that your notes are oversubscribed thirteen ti!lles • 

Tnirteen. 

And we allotted on a basis of 8 percent • 

.Eight? 

E1gbt . 

I see. 
Which will give you about 210; it may vary a couple 
mill~on under or a couple aillion over. 

All right, ttlat 1 s tine. 

That'll be right around 210. 

What time you getting away, Henry? 

Otl- ah- I . • . . 

Ttlia afternoon? 

Xes - I mean I'• leaviD& earlY tomorrow morning . 

Huh? 

• 
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l!.ll.Jr: 

J: 

I!.IA.Jr: 

J: 

l!.li.Jr: 

J : 

B.li.Jr: 

J: 

ll.l!.Jr: 

J: 

B.hi.Jr: 

J: 

B.li.Jr: 

J: 

-2-

I'm leaving early tomorrow morning. 

You're l eaving nere early t omorrow morning? 

Yes . 

Un-nuh. Sailing t omorrow afternoon? 

Sailing t omorrow afternoon. 

183 

Ub-nuh. Well., I tn.ougnt I migbt drop by some time 
duri.ng tile ai'ternoon and sbake your band and ••• 

I'd be deligbted. Bow's four o'clock tor you? 

I tb1nk all r igbt. I 1m - I ' m going t o nave luncb 
witb Ickes, try to straigbten out some of tbese 
conflict s between our lending. 

Yes. 

And tben 1t t our suit s you, I •11 try to make i t at 
tbat time. 

Well, if I don't near trom you, I 111 expect you at 
tour o ' clock. 

All rigbt, fine. 

Tbank you. 

Bye. 
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H.!I.Jr: 

Opera t o;: 

K.li .Jr: 

lola lin 
Craig : 

H.:£. Jr: 

C: 

H.M. Jr: 

C: 

H.l.I.Jr: 

C: 

H.!i.Jr: 

C: 

H.!I.Jr: 

C: 

tl.!oi.Jr: 

C: 

Hello. 

General Craig. 

Yes. Hello. 

July 1.4, l9J8. 
11:44 a . m. 

181\ 

How do you do, Yr . Secret ary . General Craig. 

General, I just wanted t o thank you for your courtesy 
and kindness t o George Baas . 

Well, I met one of tbe most delightful gentlemen I've 
seen f or a long time, Yr. Secret ary , and he 's - he ' s -
he ' s a good soldier, tha t f ellow. 

1 t hink so, and he left here all f or you. 

(Laughs) 

And he said he' d never been treated better and he said 
he didn't know that be was as good as he was, and he 
under~tands perfectly, and he went back more than happy . 

Well, tbe trouble was t hat t bings were misrepresented 
to him and he confessed tbat to me. I t ol d him I 
could only surmise tbat . 

Ye s. 

And he - he told me about it . 

Well, I - I - I do appreciate all tbe time and trouble 
you took. 
Why, not at ell, Mr . Secretary. By golly, I - I wish 
t o the devil I c ould knoW you better . 

Well , that's mutual . 

Huh? 

Tba t ' s mut ual. 
All rigbt. And 1 see you•re going away and bope you 
get some r e st and ba•• a good time. 
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a.II.Jr: 

C: 

H.li.Jr: 

C: 

H.II.Jr: 

C: 

B.li.Jr: 

-2-

Pine . Tbank :you. 

It won't all be rest, but soma ot it. 

Some ot it will be. 

All right, sir. 

Right. 

Well, good luck to :rou and thank :you tor callinc, 
llr. Secretar:y. 

Goodb:ye. 

185 
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In reply refer to 
11 13~ KeDD8dY, Joseph P./90 

DEPARTMENT OF STATE 

WASHINGTON 

July 14, 19~8 

lly dear llr. Secretary: 

I enclose herewith, in accordance w1 th your 

r equest, a copy of the speech which Aabaasador 

Kennedy delivered on July 4, 193S, before the 

American Society in London. 

Sincerely youra, 

.• os 
.... u 

Frederick Livesey, 
Acting Adviaer on International 

l oonomic Affairs. 

lnolo IJ\lre: 

Despatch of July 5, 1938, 
from London , and en­
closure. 

The Honorable 

Henry Korgenthau, Jr ., 

Secretary of the 'l'reuury. 
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Er:cloaure No. !.. t o despatch No.:: . . or.l/$..1. 
rrom the Kmb~eay at London , Engl and. 

American Embassy 

July 4, 1938. 

confidential - For release aft er 10: 30 p . m. , GAIT, July 4 , 1938. 

Address of Ambassador Kennedy before the Aoericen Society 

at ita Independence Dey dinner held a t the Dor­

chester Hotel July 4 , 1938. 

lll8 

One of the first things I sew this morn ing at Southampton 
as I looked over the side of my ship, was the American flag 
tlying from the tender that had come out to take us ott . tater, 
as cy boat train pulled into London , I saw the Stare and 
Str ipes floating from many a flagstaff, and the sight cheered 
me. 

It was a further monifestction that this celebration 
which Ameriee.ns ell over the world join in melting today comes 
under the ~oat cordial auspices 1n Engl9nd - e further proof 
tbot the ditforenees which divided us more then o century 
and n hnlf ago lw.ve t aded in our memories . 

It is uauel enough, of course, for American envoys in 
foreign countries to join with their compatriots in cele­
brating the Fourth of July . I Lmcgino it is unusual , how­
aver, for on omboss~dor to come to ~ pntriotie dinner of this 
kind so trash from our native country , the touch of whose 
soil - cs tho earth to tho wrestler in Creek mythology -
olw11ys g1 vos us new strength end hope . 

Our country , I ~m hnppy t o report to you , is reviving 
from its econom.e difficulties, but only tho future course 
ot the w<r ld ec.n determine whether th1.t rcvi vel will be or 
a permanent nnturo . In the United stctos, ot cny rete, 
tho psychologiccl elements which ohld us so s trongly in their 
depressing grip last winter are tending t o discppo~x . 

Every American , of course, r eels n special t hrill on 
the Fourth or July but when he is nvmy from his own country, 
Ilia ovm people nnd ' his C>Wn surroundings, his sent iment is 
1pt to be s~rpened by pleosureeblo pnngs of homesickness . 
lt You ~re 3xperiencing t his sens~tion, es I hnve todcy , I 
hope You will interpret it os c g~nd sign - n healthy 
Si'mptom. 

For n man ecn never real l y forgot his native lond or 
ceosc t~ long f nr it , nt least ~ccnainnclly, no mntt or how 
a~ny yeers he stays nwuy rrom it . That is , he connot d~ so 
tr he is tho k ind of good citizen, l oya l friend and thorough 
American I know you nll t o be .· 

Mos t or you nre obliged t~ live obrocd for reesons which 
llre good end suffici ent. You ere, t or the greater port, 
engr.ged in tho promotion of t r cde end other forms o r exchange 

between 
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between our country and Croat Brita in, nnd your contribution 
tn the relations ~r the two end t o stnbillty of t he world is 
8 g~nc! one! great one . 

For wo ore finding , ~ro ~d m~rc , that nntions cannot 
11vo to themselves with any more happiness or contort than 
can individuals . Leaving cside p~liticnl considerations , 
the occnonic development s of the post sevCirnl years hsve 
borne in on us all bow i nt erwoven nrc tho strands nf world 
econoey these drys . VIe cannot be prospornus in tho United 
stotos if tho r est of the world is , ur r ering, nor con t he 
rest of tho world climb the ec~no~~ and industrial grode 
if we in America nre poor . 

Congress has adjourned nnd its raembors hnvc tnkcn to 
the stump . Thot a l one se~s t~ cause people t'l breathe more 
eoslly, although I hove clways hold the view that the business 
cocounity •s trcditioncl fear nf logislsticn possed by 
c~ngress ought tt- be an exploded myth . I hnve never known o 
cle~rer illustration or this point t han the stocdy upwar d 
~rch ~r the st~k market ond c t hor indices r~r the thirteen 
"'"nths between lforch, 1935 end April, 1936 . Dur i ng thc t 
peri~ , Congress passed the l'l'.lgner L~bc r Relntions Act , The 
Public Utilities H('lding Cempcny Act, t he S·ciol Security 
;,ct end increased all sorts of t:1xcs , in addition t ,. passing 
nnny ~thor lew~ which would ordinarily friehten business out 
~r its wits , but there tms ct'Jnfidence nbr?~.d in the c :>untry 
-.nd things kept on going right ohcc.d . I think tho t we ore 
victims of our 0wn fenrs , i n times cf psych~logicel busi ness 
depression , nnd thnt we ore inclined t 'l blmao e-n Congress 
nur ~wn apprehensi ons of the unknnv: n. 

There is Ot'Jre thQn usus l i nteres t in tho Congress i onal 
nn~ other elections t o be held next foll, which is nc. tu.rol 
enough under the uncortc in circunstanoos of tile day . I 
hcve been asked s~ ouch f er oy own ~pinion of the outcome 
' r those elections thot I nsk your leave t n digress here n 
nonent t' give sene sort of r.n cnswer . It •ppenrs to o.c 
thct, with business picking up end the stock nrrket quoto­
ti~~s rising clo~st ~~ily, my Ropublicnn friends hove very 
little boais f?r the ex trovr.gont hopes I her.r them so~et~es 
express . 

rlhct is n ·,st her.rtening tn those nf us who believe tha t 
the :..rtericnn syston, pretty well as we have clwnys kncwn it, 
18 the best wc.y for us to l ive , is tho t~ tcl absence ot 
htme or r.ny dor.~t~nC:s for Q rocico. l chc:ngo . '.lo still think, 
in terms or Dom.,crots ver sus Republicans . If we don•t liKe 
~nc set of g~vorning of fi cial s we ocn turn theo out in rcvor 
~ r o new set - but we mmt to r11tke the chcnGe in the or derly 
end lawfu l mnnnor t o which we hnvo olwnyo boen accustomed . 

!lsewhore in t he wor ld , this is not true . one hcs only 
t ~ cost his eyes abrut the ncp t~ 800 where people, eobittercd 
by injustice one iopnverished by look or oppor t unity, ~ve 
turnec! despairingly to now r rods . They r:JJ.Y or coy not 
believe thooselves to be bett er ott. With that, we can hove 

little 

I" I 
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little concern, but we cen e nd should watch our own citizens 
closely tor any lndlcetlons or a eiuilar psychological de­
~alop~ent . We must never cause them to lose hope thnt they 
can pull themselves out of their own troubles o.nd thr.t the 
machinery of their government is available to them tor the 
purpose. 

For my own part, I em returning to London cons1dorebly 
b~tened as a result or my visit to Washington, New York 
end Boston. L11D1ted es wns my t.ime , I sow a great mnny 
people of diff erent stntions i n life. I t c lked with Govern­
cent officials, including our President, with bankers end 
1ndustri nl1sts, with former classmat es a t F~vnrd, with the 
young men who nre friends of cy sons , and with old friends 
in mr.ny wnlks or life. They did not o.ppec.r to be in great 
rear for the future of our country , viewed over the long 
term. Qui to nr> turolly, like the rest of us , they hod their 
own immediate nnd vexing problems. But they still hnve faith 
thnt their difficulties will be overcome nnd thnt t heir 
country will be n good pl~ce tor their children nnd gr~nc­
chlldren to inherit . 

It would be in bod tP-stc, of course, tor us to imitate 
tho Pharisee r.nd congretulnto ourselves on boing better thr.n 
the rest of tho world. I do not monn to do ti,::t. But I do 
think it is legitimate f or us t o thank God f or tho blessings 
our own cnuntry holds f or us end f or tho rpportunlties it 
will offer t o our children . And thoro could bono c~re 
oppr ~printe occceion on which t r ludulge in ~ f ew reflections 
~ t this kind thr.n r.t this Fnurth o f July d innor. 

I ccme br.ck to my p~st burdened with good wishes f r r 
Crcot Britcin fr~n e ll kinds of porplc . They went Great 
Britdn t ~ settle its difficulties quicl;ly nnd successfully 
nnO they wont Great Bri tr in t o keop on 11 ving oomfortnbly 
in th~ f~ily of notions nlnng with a fricnaly nnd happy 
United States nt Acoricc . They W&nt ce, end those rf us who 
live here, tn help ell we c nn trwo.r~ that end. I know thot 
the Acericcn ~ciety will continuo t r do its nwn l crge sh~re 
~t the t wnrk . 

As Hnnnrory Choirmcn nf th i s s~ciety, I wont t~ thcnk 
ell nr our distinguished guests for j~ining us tonight in 
this J\merionn rostlvol. To our own members , I whh success 
in the lives they hove M<lo t or th~solves her e . 

And when th~se nf us who will happily find ourselves 
together nn tbia m~st venerated Ocy in our history t o celebra te 
lta gl~rioua t r n<:ition, m.ey we olw.:ys find our country we 
this r nw in which we live nt peace nne l&borlng in t he snco 
aplri t or goo<: will f or r.ll the wnrl,; • 

• • • • • 
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Seoretarr Korgentbau 

Mr. Ha-M 
Attaohed 1e K1u Lon1gan 1 1 report ot her reoent 

trip to 01eYe1and. 
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To: 

From: 

The Secretary 

l.li88 Lonigan t. ~ 

July lJ, 19JS 

Two things s t and out in t he Olevelnnd situation, one 

good nnd one dishearteni ng. The distribution of surplus 

commodities 1s rapidlY bei ng transferred to indoor s t ores. 

~oney tor r elief 1s still not available. The legislature 

voted new tunds but there is a questi on or their legality. 

There are flickers or reviving employment. The atmos­

~here is dotinitely more cheerfUl. 

Dtstr1but1on or Surplus Commodities 

L!ondny ac tually was one of the worst examples or the 

evils ot outdoor distribution or commodities. Because ot n 

heavy ro.instonn in the morni ng it was not possible to move 

the ~ur i n the trucks, or sto.ck it on the g round. The 

r elief clients t herefore had to wait two hours or more in 

t he rain until the flour came. There was a near riot at 

one or the stations. 

Fort unately the change to inside stores has been pro­

ceeding rapidly. F1 ve stores have been rented and are being 

re~odelled. The tirst store will be opened, tully equi pped, 

next Monday morning. The stores will be open tive daYs a 

"oek, Md cli ents can come i n i n more orderlY fashion and be 

waited on promptl y . Also i t will be possible to move staples 

re6ularly, wi thout del ay i n bad weather, and at nuch lower 

trucki ng cost. 

Tt.e stores will be staffed by people on city wor k 

• 
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relief. Five etoree will be opened in July. It ia hoped that 

sixteen 'Ifill be open by Labor Day. 

Thi8 is a aplendld improvement i n the s i tuation as it 'lf8s 

in June. It 'lfaa carried out about a8 taat &8 possible in vie'lf 

of the shortage ot tunds in Cleveland. 

The Federal Surplus Commodities Corporation has promised 

193 

to ~ive more commodities as soon ns distribution ls improved. 

Cleveland r elief will thus have more commodi t i es and tar decenter 

l:!et hod s of local distribution as a result ot t he interest ot the 

Federal ~gencies in the situation. 

;tellef Finances 

The last grocery orders isaued (tor ten days) expired 

last Saturday. The city had $5000 tor a te'lf emergency orders. 

~:o othtr tunds were actually available. 

Tho otate le~islature passed several additional laws per ­

~ltt lne the oity to issue bonds agai nst sales and other taxes 

for next yoar. The r e is, however, a possibility that the seles 

tax mi ght be resci nded a t the next election. Also there i s some 

question Whether some ot t he taxes do not go over the charter 

l io!ts and the refore require a popular vote. As a r esult the 

city has not yet been able to arrange tor sAle or the bonds. 

"They're not the kind of bonds bankers want to buy•, sai d 

~r . Ramsey, the highly respect ed director or herl t h and welfare 

1n Cleveland. He sounded tired. These men have a budget or1ais 

ever y ten dnye or so, worse then most edminlatrntorA have once a 

year . 

The relief starr have no'lf been paid t hrough the 15th ot 

June. They have not been paid tor the lest half ot June, end 
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do not lmO" when they will be. 

The city i s about three conthe behind schedule 1n its 

~"yconts or rent for quarters. That i e one or the reasons 

•l.y lt wns dHficult to rent spaoe tor ntorea . 

194 

In view of the almost hopeless difficulties under which 

theY work, ln addition to uncertainty about their own salaries, 

relief officials and staff deserve the highest praise for the 

>:n:J 1n which they have carried their responsibilities. 

Outloo~ for Reller Flnanc1ng 

'l':.ere ls no !)Oss1b1lity t hat the confusion in rel1ef 

~in•ncc! can be settled this coming year. All t he solut i ons 

e~fered so far are ways of borrowing money fro~ next year ' o 

norcnl lncoce. 

The conflict between the rural communities, representing 

renl oetnte ovtner s, and wlth a compnratively light relief 

?rot>lem , nnd the industrial cities wlth henvy relief burdens, 

.• 1:11 nve rnge costs, Rnd costly indirect taJ<ntion, ls not a 

~·ttcr of loc~ personalities and local politios. It is 

• deeo- sented social conflict, at the surface in Ohio, Indiana, 

Pr.d I llinois, underground in U1chigan , t:ew York, and t he better 

~-nn;:ed states. 

::eanwhlle the extra funds are laolting, out of which a 

beginning mlgh~ be msde on preventive and curative progr~s. 

nnd the famil i es are barely kept nlive without any help in 

r•'(;l\1n1ne; self-support . 

l!r . l!ook, forcerly direct or or the oit y Home Relief Divi-

sion, and now with the Cleveland Welfare Federation, said he 

thought the first need was tor t he tam1l ies t o have f ood enough 
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to r ega1n the1r t1$hti ng spirit. 

The Pt11111l i e s 

... 

Different relief visitors were seen on thle visit . 

195 

TM:I tell the same etory as the earlier reUet officials. 

~amil1es on di rect relief are the old, the tired, t he 

sick and ~Glt-siek. They are the ones most easily exploited, 

~nd tho ones every agency is moet eager to be rid or. 

\Vhen rood orders stop, neighbors help, parents gi ve food 

to chi ldren , s i ngle men get it !roo garbage pail s . The chil­

dren nre tho beet off because parento will fil#lt tor them i! 

:>ot ~or th emselves. The tam111ee with adults only probably 

~o very ~unzry. The head of the visiting nurses said pel lagr a 

1 ~ reappear i ng , whereas e. tew years ace no one ever saw a 

oelln~ra ea se in Cleveland. Thle may also be due to too much 

~rink. Sick peopl e a re sent to t he hoepi t al nnd d.oetors report 

'T:1f' re ' s nothing the matter except that t heY've gone too long 

..,1th:>ut enough tood'. or they do nnt go t o the dispensary, 

•nd tell the visitor, 'I didn ' t have any ear rare, I didn' t 

:.,we any th i ng t o eat. I didn't reol lite g oing' . All special 

di•t e , tor t he tubercular, the diabetic, tor sick babies, are 

Probably no one is starving. · ~ro one g1 ves t o th e poor 

llke the poor•. 

Eight or ten visitors have b een struck by clients. I t 

relief f ami l ies hadn' t been the lese aggre&alve kind there 

Y/ould have been • riots and everything alae• • 

The7 have absolute faith t hat aoQehow • the Pre sident is 

7 
/ . 
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~otn- to aee them through". 
"' y 

ReUe! IVId WPA 
~ne relief load is fall ing eltghtly. It ia part ly WPA, 

p~rtly that fewer peopl e apply when t he papers say t here are 

no runds , par tly that relief offici als rej ect all borderline 

cnoeo when funds are low. 

:VPA employment has risen from 67 , 000 to 7~,000 . 

196 

About one- quarter of the famil i es on relief are •supple­

::ent~tt1on cases• , eases where there is someone employed e1 ther 

1~ orivate industry or on WPA. Criticism o~ the supplementation 

or -:TPA cP.sea from local tunde is mounti ng. 

~~e city still has a few work reli ef project e of i ts own 

~or building maintenance, office cleantnz , doormen and messen­

Eer eorvlce. They are not doing halt as much on work rel ief 

as they did before WPA took their beet people. 

Hous1nl! 
The greatest pressure on the family budgets or relief, 

~A nnd irregularly employed families, is the high cost of 

re~~a . Rent i s the ever p ressing necessity that cuts down 

food :;>urehasea. Anyth1n;; that can be done to expedite low­

ren~ housi ng in Cleveland ~11 not only create employment but 

~11\ also create margins to be spent tor rood. 

~11 th t he a t ab1li!lling or unemployment and the increase 1n 

&pend111,$ , t he worst of the acut e situa tion should be over. 

The chronic problem will remain t or next t all and next 

lfl.nter. 

.. 
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!U. POSSIBLE IIONETARY ASPECTS OF PENDING July 1.4, 1938 . 
! RJ.I.IS i.OREEilENTS 2: 40 p."'. 
Present: 

H.:l . Jr : 

•l'lli te: 

llhi t e : 

i! . :· . Jr: 

Toy lor: 

H.'!. Jr : 

ohi t e : 

6. <. Jr: 

.·.ni t e : 

H. l . Jr: 

Oliphant: 

li . J . Jr : 

Ol1~ha nt: 

Tvylor: 

H. I.Jr: 

llr. Taylor 
llr. Oliphant 
Jolr . Locbbead 
llr. Bernstein 
t.lr. '//bite 

(White comes i n) 

We can't have ham omelet wi thout 

rlell , it 1 s very nice to be •ham" even if .•• 

Just because you said goodbye to me doesn't mean 

That 1 s ·.rby I t nough t .... 

Well, "llonsieur• Taylor, como s i , como esta? 

I think maybe tbe • bam" had better di scuss this , 
because be's got t he text there. 

Ail right. 

The f i rst change i s c very simple one, very signi­
ficant one . Tha t • s tbe paragraph in question. 

• Nothing 1n this agreement shall be constr ued to 
pr event the adoytion or measures pr ohibi ting or 
restricting the exportation or importation •.. • 
you want to leave out the .... ord • gold"? 

The Br itish Treasury bas asked that the word •gold" 
be left out. 

lly r espects t o the British Treasury e nd tel l them to 
Jump in the At lantic Ocean. 

Enough said . 

What? 

Enough said. 

Period . 

Period. 
And according. to the Washington Post the BritiSh 
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rule under the sea - is that whn t they said? Oh 
tha t was while you (Taylor) were away. They had' 
these eleven boats all sunk, and they said •The 
Br itish Navy rules under the sea .• 

[.ochheud: They waived the rules instead of rulint: the waves . 

H . ~ .Jr: All right, that ' s Number One, except if Bernstein 
obJects on legal grounds . 

e.rnol d n: Don't obJect on legal grounds or other grounds . 

~~te : This is the paragraph you .•.• 

ri .; .Jr: Have you learned how t o say, "Has~ le vist&•"l 
•he o..nswer is •aasta luego ." 

&e rns tein: Are you going to Spain or Fr~nce? 

.1. .:.:. Jr : 

.:>U phant: 

H. I. Jr: 

... 11 tt: 

n. :: . Jr : 

llo, but I learnt lt while l wns th~re & little ~t.ue. 
You (Oliphant) were oown there in New r.texico. Didn't 
you speak Spanish? 

vh, ~ long time ago 1 used to speak the language . 
Little rusty now. 

Ar ticle XII . "In the event that the rate of 
exchange between the currencies of the United 
St11tes of America und the Czechoslovak Re public 
vuries considerably (from tne rate obtaining on 
the day of tne signbture of this Agreement) ···" 

oo hich tney would 1 ike to eliminate unless there is 
an informal understanding that the rate would be 
peroi t ted to vary ten percent froa the old par of 
4 .86. 

No . No. •In the event thnt the r&te of exchange 
between the currencies of the United States of 
Hmerica and the Czechoslovak Republ ic varies 
considerably (from the r ate ob t aining on the day 
of the signature of this Agreement), the Government 
of either copntr), if it considers the change in 
rate so substantial os to prejudice the industry 
or commerce of the country, shnll be free to propose 
negotia t1ons for the modificn tlon of this Agreement 
or t o terminate this Agreement in its entirety on 
thirty days ' written notice." "··· if it considers 
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,.nae : 
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the change in rate so substantial • 

I thought t ney had a change in word fo r • substantial. • 

They 've got another s uggesti on. This is the British 
suggestion. 

"In the e vent that the r ate of exchange be tween the 
c urrenc i es of the United St ates of All1erica and the 
Czechosl ovak Republic varies considerably ••• • - it's 
all right with me . 

Tb.is is the British suggestion wb.ich they wa.nt to 
accompany 

But only on the understanding that there is a side 
bet to t he effect that 1t is only to vary ten percent 
from 4.86 . 
That ' s the oral understanding that is to accompany 
their phraseology. 

Mr. Chamberlain - when we had the tripartite thing 
up, he wouldn't - that' s just the thing he wouldn't 
do . This is the British suggestion? 

'l:b.is is the British suggestion, provided 1t is 
accompanied with something that won't appear in the 
text . 

• 

•If r. wide va riation should occur in the rate of 
exchange between the currencies of the United Kingdom 
and the United States of All!erica , and 1f either high 
contr acting party should consider the change in r ate 
to be of such a character as to prejudice the industry 
or comaerce of the territories of that high contracting 
party, such h.igh contracting party mey propose negotia­
tions for the mod iiication of this agreement or may 
terminate the agreement in its entiret y on giving 
thirty days ' notice in writing to tha t effect.• 

JA r. \)Uphant is of the opinion t he t their phraseology 
is a satisfactory substitute, providing .. .. 

No- excuse me- I don ' t wants singl e t hing changed . 
I think tha t this thing unless you peopl e can argue 
with me - this t hing - the question - I mean I'd want 
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ri .:.' . Jr : 

:.n1 t e : 

Tuylor: 

'!•; lor : 

ri . :.I .Jr: 

'by l or : 

H.:L Jr: 
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two weeks to s t ud,y this thing. A.nd t hen, what 
ha ve I ~t a tripartite agreement for? And we •ve 
just gone all througb. it witb. Mr. Hull three times 
and denied the t hing; I denied it flatly t b.is 
mor ning . And if the British Treasury wants to 
t ake up the questi on or the r el a tionship between 
the dolla r and the pound , they should do it tnrough 
t he l~easury , through the t ripartite agr eement . 
And I say it b.as nothing to do with t he trade 
agr eement and I would want a month ••• 

They were tol d tlul t . 

Pardon me? 

lhat1 s practically what Wayne told 

No N, you've (•aylor) got to stay behind and I want 
t o know whether that's all r ight with you . 

Completely . Tha t wording is - unaccompanied by 
anything else, seems all r ight to me. It means the 
SB.Jlle t bing ••• 

That's the poi nt . The two languages , the words we 
have pr evious ly used end the words they suggest mean 
exactly t he s ame thing . The ·Nhole t hing is r.hethor 
or not you ' re going to have this side bet. 

v;ell how, Berman, without mentio~ty names, we 
might do this and somebody in the State Depar tment, 
I don't ~now who, might give them a side bet . I 
don ' t AOOW - somebody might . And unless Taylor 
says to me, • Now, I d i s agree w1 th you heErtily; 
I'd like toheve a chenee to - I ' m going to s t ay 
be:1ind to handle tnis" - but I t ake it you don ' t . 

I e ert .. i nly don't. 

You're in complet e agreement . 

Absolutely . 

... e .. ve it as is. 
t he French, and 
question then. 

After all i t was very effective ... ith 
the Stnte Department never r a i sed a ny 
Rigbt? 
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Right. hod that ' s been t horoughl y expl~ined to 
the British three times , 

And I fra nkly would hate to h ave this thing start 
going over there , because I'd like to be able to 
say when I'm asked , •Gentleonen , as f ar a s the t r ade 
tre&ty is concerned, I kno·" the re a re negotia tions 
going on , but 1 don ' t know anything about the deta ils . 
The monetar y thing - we hnve nothing ." And I •11 l ook 
unybody in the eye end tell them so . And I don't 
believe tnet Neville Chamberla i n will sign a t hing 
ten percent e ither way on 4. 86. Christ l he fought 1t 
to a sta ndsti l l - ohut li't. S i~, ~hree or four ye&rs 
:.go? 

.le 're a l l egr eea on th11t . 

but no~• , i f anybody feels strongly , I' 11 listen. 

ue couldn ' t feel strongly toe o tht.r wey , t.::king the 
ba ckground t h&t .1e nave •lth the tripartite negot1e­
t1~ns . These chnnge3 do not fi t in ~ith the tripartite 
negotiati ons . 

"No competitive aeprecia tion ... " 

.. i s a nice phrase . 

It ' s a lready taken cure of by ~he tripartite . There ' s 
complete agreement . 

·;:hht ' s the po.rticular stc tus of tile trade ag reement? 

I can outline very briefly in Just b minute •..• 

If you please. 

The Uni ted S t ates has offered a lurge nU2ber of 
concessions, very sub s ta ntial concessions, parti­
cul><rly on cotton textiles 11 nd a l ot of items of 
mnnufncturea goods , to Great Britoin. I~ exchonge, 
it has re~uested concessions which 1ncluae a fairly 
long lis t of manufactured a rticles . 

Vlho ' s toede the concessions? 

1'he United St ates has offer ed t o ~ ive these 
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concessions, a nd the United St ates bas asked for 
a reduction in the preference which Empire countries 
have in sending goods to Creat Britain and an increase 
in the quotas of some pork products that come from the 
United States, and some reduction in duty in a l ong 
list of manufact ured articles . 

J.nything for apples? 

Yes . 

Cood . 

Fruits and vegetables - that ' s part of the Empire 
preference . 

The British have been very reluctant to give much 
a t a ll. They ' ve g iven concession on wheat, they ' ve 
given a pparently some concession on Empire pre ferences , 
to a smell degree; they've given in very little on 
any manufactured goods. ~nd they appear to be most 
reluctant to give a ny more concessi ons and - this 
is the opinion of the negotiating committee - are 
sta l ling interminably; tha t they won't budge an 
inch from their present position until they hear 
from Chamberlain, end tha t wha t are the !actors 
that ' s going to make up Chamberl8in1 s mind, or the 
others, they don ' t knoTI; but as mat t ers stand now 
t hey ' ve gone very little of the way, and there 
Joesn't seem to be any i mmedi a t e prospect of 
consummation, but ••• 

No iomedia te prospec t . 

No immediate . But t hey sai d the thing could change 
over night, the thing could be settl ed very quickly 
if tney agreed on a r a the r small group of important 
conditions, which they have given no ind ication of 
conceding at the moment, and a ppear to be in no 
hurry whatsoever . 

Well , Mr. Bewley is coming 1n at 4: 15 - be phoned me­
has a message froro Sir John Simon. I imagine it 

1 
s 

an invitati on 

"ell, the • • • 

ae •ll be her e . Do you know about it? 
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( Nods no) 

Will you be here at 4:15? 

Yes . 

205 

It might have to do w1.th this . 'Nell , if you' d be 
here, please . 

(Nods yes) 

Everybody happy? 

Yes . That's a11 . 

I really th.ink, Wayne, wher e tbl s means so much to 
Cordell , I wou1d like yoo t o ask for an appointment 
t o see b1m and explain it to b1m per sonal1y, so be 
gets it first hand . 

All right. 

1 think i t 's important enough tha t it doesn ' t go 
through to him s econd-hand or third-hand . So 1f 
you ' d a sk for an appointment t o see him and go over 

:tes . l.es . 

••• because this is t he apple of his eye, and I r 
think if you cou1d ask t o see hi m and explain i t - " 
is the way we feel" - and I ' m sure , in view of what 
happened this week ••• So if you don't mind, I ' d 
call now and ask him whether he cou1d see you at his 
earliest convenience . 

I'm sure they will agree , because they have a 
feeling that (words not clearly understood) • •• 
sincere or legitimate request. 

ADd then i f tney had any change - •Well, this is 
the way we fee1 ." But I think I'd call up and 
say, cou1d you see hl m a t his earliest convenience, 
beca¥se I 've seen the time when some - when t hi ngs 
ar en t a lways explained to Cor dell entirely the 
'Ray t bey happen. 

y 
/ 

' 
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ARTICLE ni 

ln tho event. that. the rate of exchange between the currencies of 
u-.e Unito<l States of America and the Coechoalonlc Republic varies 
condtlon bly ( rrcm the rate obtaiDinS on the day of the a1BJ~&ture 
o! thi• Agreement), the Government. of e1 t.her countr:·, if it considers 
too change 1n rnt.e so substantial as to prejudice tho industry or 
cctrerce of tho country, shall be froe to propose necot1at1ons for 
t.te r-o<litication of this A&reement. or to tel'l!linate this Aerooment 
i n its entirety on thirty days' written not1co . 

AJ(f!CLE XV 

'othl.nr 1n this Aqeec:ent. shall be construed to prevent the adopt-'on 
c! '"""urea prohibiting or restricting the uportet.ion or i.l:port.at.ion 
o! (rold or ) silver, or to prevent the adoption or such c:euures aa 
e1t~.er uovernment J:l8Y see fit. with respect. to t~.e control or the export 
or Slllc for export of arms, &IIIliUllit1on or impl11110nt.e of wer, and 1n 
exceptional cil'C\lmSt.ances, all other military supplies . It. is agreed, 
1\lrt ner , that. nothinS in th1e Asrel!l!l(ll\t shall be construed to pr. vent 
\he adopti on or enforceo:ent of rneaaures relating to neutrality, 
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roa IW.'!lDIATl: lUlLIASE . 
!lnlrtdtl1· July 14. 19$. 

'llnahtnston 
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Pro•• Sorvice 
liTo . 1~90 

SoerotQJ')' of tho Treasur)' llorgont bm tad«~' OllnoW>Cod tho oubserlpticn 

Clll"l"l md tho bnola of ol1ot:>ont for the offorins of $3)0,000,000, or tbor.­

obouu, of 7/C poreont not es of Soric e Ill of tho llaeonotrucU on Hnonee Cor-

poroUon. 

!Iaporta r oeoivod froc too J'odorol noaorvo bcnlto ehow tb.• t oubaerlpUona 

11161"<'snto $2,625 ,000 ,000. Suboeriptlcna wore nllottod 0 pnreont, 1Jut not 1oao 

lhon $1,000 on o.ey ono eubserlptlcn. 

ll'\lrtbor ~.otn11a as to aubaeriptlona t111cl. ol1otnonta olll bo onnouneod 

rbol> tlnol r oporto nro r oeolvod fr<>t> t ho J'odor ol llooorvo bnnl<s. 

-<>Oo-

... . 
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!IE SP'-IliSH SILVER 
July 14. 1938. 
2:55 p.m. 

<'resent: 

a . :J . Jr : 

Lochheod : 

ti. 'l , Jr : 

Lt>chheod : 

Ol19h~nt : 

ri . :.I .Jr: 

... ..>\!bhet;d : 

l.htte: 

fi . :.I .Jr: 

'hylor: 

llr . Taylor 
llr. Oliphant 
.tr. Bernstein 
JAr, Lochhead "r . llhi te 

Would we be normally able to handle one more 
shipment of silver in August from Spain? 

Well, the way it stands just now, we made the bid 
on the third shipment - they think it may be loaded 
about the end of this week. In that case, it ~ould 
get in somewhere (>round the 2Jd or 25th; so therefore, 
if that got in and was cleared up, they might ask -
I mean along with your program you've mentioned, you 
might give thea another bid; tha t ' d be the letter 
part of July. 

Well, I think if we give them a bid about - say , 
around tne first of J.ugust? 

Well, I don't think you could clear up this next 
shipment much before tha t, even if it came the 2Jd. • 

•.~el l , say the first week ln August . 

Well, I ' d say - let ' s lenve it this way: early in 
August. Bow' s that? Is tha t &11 right, Wayne? 

(Nods yes) 
What? I mean tba t doesn • t - but I mean I don 

1 
t thi nk 

I'd give tnem another bid in July if tlley're going t o 
run in two on us here. 

Well, yes, just like t o spr ead tbeo a little bit . 
And I •d like tog et some 110re silver out of New York 
before we get any more, because we won' t know wbere 
to put them. 

And the matter of thei r jurisdiction- push it 
earlier . 

Oh sure, 1 just • •• 
All other things being equol , why, make another bid. 
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Early in August . 

I think if we - if it works out that we take ten 
million a month f rom them - ten million - after 
all, we're t aking twenty million a month from 
,;hi na . I t hink if i. t works out that we take 
ten million ounces a month from Spain - I t hi nk 
we 're doing handsomely . 

You' ll be interested t o know that Siam ••• 

If it works out like tnat , huh? 

~ork it out on a population basis, huh? 

ah - no, on the basis of diroct hits by bombs . 

You may be interested to know th.at Siw:l has 
approached the National City Bank about handling 
their silver . The bank called me up. 

••ell , I think if we did Spain - about ten million , 
ounces a month, leaving you fellows a little leeway . 
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JUly 14, 19:18 

At :l :30 p .m. Mr. !Jor gent hau conferred with !Jr. Eccles . 

:·r . '!'fly lor and ";r. Upham were present . 

t•r . llorgenthau told Llr . Eccles that he had noth i ng 

,~~cial to discuas with h 1.m prior to his departure for 

~~c·Uon , 'but wanted h1.m to knOt: t hat he 1108 depending 

or .. in and .• ayne to take care of t he Government 'bond 

:u:r':e t while he was away . l.lr . Eccles expressed t l:e view 

211 

t.1a t t ho 'bond market •:as plenty high and probably shouldn't 

be ?O t'lltitted to go much , 1f any , bigher . Ll r . t:orgenthau 

oxproseed t he view t hat he wouldn 1 t like to see it have 

n ve r y pronounced sinki ng spell , at least while he 1s away • 

. r . l!.Ccles was of t he opinion that t here was no reason to 

oxoect e.nytning in the way of a dec line in view or the 

t1~~endoua voluree of excess reserves that are outstanding. 

t'r. Taylor expressed t he view t hat 'banks are selling 

ov~J·nn:enta to some extent and may continuo to do so. 

·r . bccleo h int ed at ~he possibility of a s emi- Wlationary 

boom ~ ~ 1e fall which might need some control , and wh ich 

mi~ht oven require,eventually,add1t1onol powers for the 

.edornl Rese rve Board. 
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t:r . J.!orgontbau asked t:r. Eoolea if he had anything 

hO w1Sl• ed to discuss with him before hi& departure , and 

~ r . J:.Cclea brought Up the l!Ultter of un1fo nn bank exam-

1!11\tion . Ho said he bad just con1e from a meet1ng with 

Crowley, Di ggs , Nich ola and Fol ger, and t hn t t he deta i ls 

or extm1nntion forma and ins t ructions to examiners bad 

not ye t been agr eed upon. He maintained t hat Crowley 

and Diege are disregarding the agreement , putt ing market 

nr1eea in where they bad agreed not to and doing a number 

or t r.1nge t o which he cannot agree. Mr . !Jorgenthau said 

thnt he should t h ink they could get together and carry 

out the agr eement, but suggested that t.\r . 'l'a,ylor end 

•·r. Upham could serve as arbitrators 1f they wished. 

Upm 
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H.li.Jr : 

Operator: 

B.U.Jr: 

VIm . O. 
Douglas : 

B.14.Jr: 

D: 

R.!l. Jr: 

D: 

ll.li.Jr: 

0: 

H.II . J r: 

0 : 

H.li.Jr : 

0: 

H.ll. Jr: 

0: 

ll.li.Jr: 

Bello. 

Chairman Douglas. 

Bello. 

Tbis is Bill Douglas . 

Bow are· you? 

• 

Jill¥ 14. 19)8. 
):16 p.a. 

Fine. You remeaber you called me up a bout a un about 
a week ago or so. 

Yes. I forgot all about i t. 

I hadn't neglec ted it. Tbis chap, I think, on the 
basis of bis personal wishes and wbat not, feels 
t hat be has squeezed t he par ticular or ange here dry, 
and if tbere was something there I tbitlk be would , 
like t o have it . 

Ub-bub. 

Therefore, my policy bas beon 1n cases l ike that 
not to s t and in bis wa7, so if you want b1a you•va 
aot ay blessings . 

Well 

He's a good man, and I hate to lose him, but ••• 

Well, since tbet' s happened, John Hanes has changed 
bis aind. 

I see. 

And has postponed making - doing anything until after 
Labor Day. 

Yes. Well, you Just have IIY - proceed right, as f ar 
as we•re concer ned, as, if end wben you decide to do it. 

Well, Banes said tbet t or tbe time being be tboU&bt 
be'd first better get acquainted witb tbe aaterial 
here. 
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xes. 
And be's going to let it slide. But I appreciate Yery 
mucb your attitude. 

O.K. 

Tb.ank you. 

Goodbye . 

• 
Regraded Uclassified



Operator: 

Jesse 
Jones: 

H. !!.Jr: 

J: 

H.!I.Jr: 

J : 

§.li.Jr: 

J: 

B. li .Jr: 

J: 

H. M.Jr: 

J: 

d .lLJr: 

J: 

H.li.Jr : 

... ~ _,; _______ _ 

Oo ahead. 

Hello. 

Hello? 

Hello, Henry. 

Yes , Jesse. 

J\l.lJ' 1.4, 19)8. 
S:06 p.a. 

215 

You said you wished I ' d have a nice summer, didn' t 
you? 

Yes. 

Will you tell K.r. Bell t o asalce our interest r ate 
very, very low? 

I ' ll - I•ll tell him to do what you asked me to do 
the first time. 

Begin dating - date it July first. 

July first, one and a half percent on your net 
balance. 

So you'll tell him to do that. 

I'll- I'll issue the order at once. 

Thank you very auch. 

Tha.ok you. Goodbye. 

. , 
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Operator: 

a.II.Jr: 

ll.cReynolds. 

ll.ac. 

July 14, 19)8. 
S:07 p .a. 
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II. K. 
llcReynolds: Yes. 

H.!£, Jr: 

!feR : 

H.li.Jr: 

~cR: 

H.II.Jr: 

Will you see that Taylor, whoever's handling it, 
beginning with July 1 we charge RFC one and a hal t 
percent on their net balance. 

One and a halt percent on their net balance. 

Begiooing July 1. 

That's RFC. 

Jesse Jones Just called me. 

llcR: Xes. July 1 ... 

H.M.Jr: 

llcR: 

l! .Y.Jr: 

!lcR: 

H.!I.Jr: 

llcR: 

B.N.Jr: 

llcR: 

H.M.Jr: 

July 

••• net balance, RFC, one and a half percent. 

Check. 

I will. 

Sold. 

Yes, sir. 

What I can't find out yet is - l'n got to face the 
two of you - whether - who was kidding who. \Jere you 
kidding ll.rs. IO.otz or she you? 

No, she was kidding me. 

Are you sure? 

llcR: On, she was kidding me undoubtedly. That was her 
intention. 

H.K.Jr: 

:icR: 

B.U,Jr: 

Xes , all right. I'll have to face tne two of you. 

All right. 

All right, ll.ac . 
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Secrttary of StatE, 

Washington. 

635, July 14, 6 p . m. 

GRAY 

London 

DatEd July 14, 1938 

Rto ' d 3 :35 P• m. 

FOR TREASURY FROI4 BUTTERWORTH. 

At a meEting of thE Tuesday Club last night the 

GCMnan economic and financial situation was discussEd. 

217 

In view of thE fact that thE group was rEpresentativE • 

of thE city, Treasury, Foreign OffiCE and universitiEs 

it 1s i ntEresting that no suggestion that thE German 

ayatcn would brEak down i n the ntar or immediate futurE ,, 
wao made. On thE contrary thtr£ was gEneral agrrcnent 

that should thE world aettlt into a period of deprEssion 

in the fall Germany would rEmain comparatively unaffEcted 

and consequently thE Nazi totalitarian aystcn with its 

full cnploymrnt of availo.blt lo.bor and capital would sh1nt 

-by comparison with thE statE of thE British and AmErican 

dtmoor~ts where the volumE of both idlt capital and 

" un~ployed labor rEsourcts would bE incrEns1ngo 

OnE factual statement of possiblE interest was madE 

by E. M. H. Lloyd, Assistant D1rtctor of thE Food DEfEnsE 
plana 
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plans DepartmEnt of thE Board of Trade, who sni d that 

Gcrmnny hod used a part of thE dtvistn obtained from 

Austria to purchasE large quantitiEs of grai ns , meats 

and othEr raw.mattrials i ncluding rubbEr , On top of 

this Otrmany was going to havE auoh a good harvEst year 

that some Otrman foodstuff contracts had to bE canceled 

bccausE of lack of storagc facilities 1n Gtrmany, 

The forEign Exchange markEt was inactivE today, 

HowEvEr 336 bars of gold wert dealt in nt fixing but 

subsequent dealings wErt very small. 

KENNEDY 

CSB 
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Dated July 14, 1938 

Rto 1d 3 150 P• m. 

STRICTLY CONFIDENTIAL. FOR TREASURY PROII BtmERWORTH. 

In a conversati on at the British Treasury Phillips, 

who baa just rEturnEd from a mttting or thE Finance ' 

CommittE£ of thE LEague at Orncva, sai d that he had 

stoppEd orr at Paris to talk to Carigutl who had £VEn 

harshEr things than usual to say about InspEcteurs dE 

FinancE and politicians. Carigu£1 ftlt strongly that 

valuablE opportunitiEs had bEEn lost and he t.hought , 

although hE did not eay it i n ao many words , that t hE 

Frrncb Government would bE forotd to borrow tram thE 

Banlc of Franc£ by Stpttmbcr. Phillips obviously sympGth­

i~cd with CariguEl' s viEWpoint . Rt too feEls that 

Daladitr baa bEEn hesitant , wtak and intpt in h1s handli ng 

of tht French situation particularly in respEct of modify• 

i ng thE forty-hour wEEk wh1oh Ph1ll1pa bEliEVES 1s crucial. 

Welty 
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Walty said that Rowe- Dutton British Financial Attaoht 

in Paris t•eport td that the viEW is current in France as 

it is htrt that thE next financial crisis is sc~tdultd 

for October. Rowe-Dutton, howEvEr , makes the ~oint that 

tht prtvaltnot or such an opinion haa the effect or 

advancing the date for tht criaia and tbcrtfort ht would 

not bt surprised to find 1t occurring in September. 

From a French d1plomnt who rtotntly had an interviEW 

with Daladier about tht international situation I ltarn 

undtr conditions or strictest confidence that Daladitr 

brought up thE question of exchange control during thE 

oourst or thE conversation and gave him thE impression 

that whilE ht did not favor auoh methods hE was"playing 

with thE idEa" . Wy informant obviously ftlt that 

0 l 1 hommE du siX fEvritr" had juat that typE of hysterical 

courage which would grnsp auch an txptd1 tnt during 11 

crisis after having, through indecision, lEt other mort 

protitnblt ones slip through his fingers . My informant 

also ftlt that most of tht French Cnbinet wert pErplEXEd 

nnd unctrtoin of thEir oourst and thnt thtrtfort i n tht 

tnd mnny m10ht acquiESCE in any mtoaurt which could bE 

rtprtatnttd cs 1ntv1toble . Poul REynaud 1s said to bt 

tempted by a ntt7 gNilt having misplayed his hand nt tht 
tim£ 
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timE thE Dalad1Er Oovtrnment was formEd, HE is now 

considEring whEther h£ should try to stEal thE thundEr 

from thE LEft by coming out in favor of EXChange control 

{with himsElf as th~ controller) , IncidEntally my in­

formant told me that the American Treasury had EXpressed 

that thoushtduring tht last ?rtnch crisis that thE 

imposi t ion or a l~ttd exchange control system might bt 

tht morE suitablE method or dealing with tht existing 

problem and that this fact was having an tfftct on tht 

prEsEnt currmt of thought {sttmy 420, May 18, 6 P• m, ). 

/_. My infor:nant was of thE opinion that EXchange control 

could not bE insti tutEd in Franc£ without causing dis­

organization and disturbance and therEfor£ ht ftartd thE 

immobilizing which this would entail and tht opportunity 

it would ntford to Gr:rmany, 

In viEW of thE abovt I questioned Phillips as to 

his viEW of thE trend of evEnts in FrancE and or thE 

dESirability or othtrw1ot or thE institution of EXChangE 

control by France, Phillips said that ht saw no signs 

that a movemEnt towards control was gai ning momentum, 

that it would bt part and parotl or a resurgEncE of n 

Ltft political swing and tha t if anything thE t rend of 

political 
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political opini on in France according to Briti3h sourots 

was towards thE Ctnttr, Phillips also fElt that most 

of thE Frmch CabinEt would not stand for any such mEasure 

and that tht SEnatE waa now no more prEparEd to accept 

such a dEvElopmEnt than it had bEEn during thE stcond 

Bl\1111 Oovcrnmmt , 

Phillips again rritrratrd his profound conviction 

that for Franc£ tht institution of exchangE control 

would provE both futilE and vicious: 
EffEctivtly - " 

(1) It would not bt run/ . black markEt in francs 

would immtdiat Ely dEvtlop, capital Ylould conti nuE to bt 

ExportEd and thE worst of both possiblE worlds would 

ensuE, namEly all tht disadvantagta of txchange control 
would bE 
1 rouowtd by tht disadvantagta or a turthcr dtprtciation 

of the franc , 

(2) Not only would capital continuE to sttk r<fuge 

abread but FrEnch capital now abroad would cErtainly 

not rtturn. 

(3) Lik£Wist exchangE control could not bE institutEd 

ovEr night nnd during a pEriod in whi ch tht matttr would 

bt publicly dtbatEd an~ lEgislative powEr sought Enormous 

sums 
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sums would lEav E thE oountry. This would accEntuate both 

tht 1'1soal and Exchange probl ens. 

(4) Whi l E Exchange control would bindEr to a cEr• 

taln EXtEnt FrEnch Exports 1t would by no mEans rEcti fy 

tht balancE of tradt by rtduc1ng su1't1cimtly Frrnoh 

imports for tht basic armament dtmands would hsvt to 

bt satisfiEd. 

(5) FurthErmorE thE ettting up of a control system 

would mtcn an EXtEnsion of political corrupti on and 

cotrcion inasmuch as thE allocation of tht avai lablE 

forEign ExchangE for i mports which could not i n Fr anc£ 

bE kEpt out of thosE rEalms. 

KENNEDY 

CSB 

. ... ._., 
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July 14, 1938 

llr. 
today nt 4: 15. 
verant1on: 

Bewl ey came in t o see ttr. J.lorgenthau 
Following i e a record of their con-

d1e tanoe 
rrom the 
follows: 

Ur. Bewley: 
telephone and 
Chancellor of 

I was rung up on the long 
! have brought you a message 
the Exchequer, which is as 

• The Chancellor of the Exchequer is 
greatly looking forward to meeting Yr. J.lor­
genthau during his v1e1t to Europe and very 
much hopee t hat before sai ling f or Europe 
Llr. llorgenthau will be a ble t o fix a date on 
w1~ch he will give the Cha ncellor t he pleasure 
o f aeeing him in London. Parliament is likely 
t o continue till Thursday 28th or Friday 29th 
of July, a f ter which J.li nieters will be sepnrat­
i ng 1n all directions and the Augus t holidays 
will begin at once. If llr. J.lorgenthau could 
be 1n London for a day or two in t ho week 24th 
to 29th July that would suit a rrangeme nts a t 
t his end very well . " 

HJ.I ,Jr: I appreciate t he message, but here i s 
mY e1 tficulty. We were going t o apend one day in Paris, 
but my children had a 1 sit-down strike" and we had to 
~ake it three days 1n Paris. I have hote l reservations 
at Ant1ben, which were very difficult to get. I am 
anxious to get there a nd forget t hat I am Secret ary of 
t he Treasury and I do not t hink , as much as I would like 
to , that it would be poseible to come to London during 
the week tl~t Sir John Simon aake me t o. 

J.lr, Bewley: I t hink he will be dieappointed. 

HH.Jr: I will too. You see, I only arrive 
in Paris on the night of the 23rd. We have all our 
plane t'ixed and, as I ea1d, J.lr. Bullitt had great d1f­
r1culty 1n getting our reservations at Ant1bes. 

J.lr, Bewley: You can get from Paris to London 
very qu1olr.ly. 

HJ.I,Jr: True! but Just as Sir John Simon has 

22., 
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nu holiday 1'ixed, so I have au.ne . I don't think it 
would be possible to go to London during the 1'1 rst week 
thll t I am over. 

l4r. Bewley: Do you mean thllt t here would be 
A l6ter period that you could come to London? 

HU 1Jr: Well , depending on how much rest I 
get would decide what f urther plane I might want to make, 
but if everybody will be away I do not t hink t here is 
CIJCh sense 1n coal1ng over. Perhaps some or them will 
be on the Medite rranean. 

Kr. Bewley: That a11ght be conceivabl e. 

MY Jr: I certainly appreciate i t ve ry much, 
but H llrc . !Z~rgenthau knew that I plan to tear around 
over Europe she would cancel the trip. 

Ur . Bewley: Ia t here any message you would 
l ike t o send in reply? 

HU,Jr: I appreciate his message very much 
and when I get there I have asked But terworth to come 
t o Parte to open<:! a day with me and I will talk to him 
and possibly he wi ll know ot tt~t time what the plane 
a re or your ~vernment and he can t~te a me eaage back. 
I a~ not taking anybody with me. I am not taking any 
material with me . I am not really prepared ror any 
::oectin;. 

Ur. Bewley: Especially as you are going to 
Paris tlle Chailcellor will be disappoi nted 1n your not 
cooing through to London. 

HU,Jr: You will please convey my hearty 
thanks to hlm. 

oOo-oOo 
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Secretary of State, 

Washington. 
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FROid COCHRAN . 

GRAY 

Paris 
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Dated July 15, 1938 

Rco 1d 1 :34 p,m, 

Effects of d~nials by American and British officials 

of monetary negotiations helped quitt exchangE market 

today, French control was , however , obli ged ~ yiEld 

sterli ng steadily to meet a fair dcnnnd a t 178, 30, Bank 

or France statement as of July 7 showEd no important 

changes with coverage 47 , 63 versus 47, 25, Enthusiasm 

fer sterling dampened slightly by British trade returns 

tor first six months . 

BULLI TT 

KLP 
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London 

Dated July 1~, ~938 

Rrc 1d 2 : 50 p. m. 

Stcrrtnry of State, 

\'lashing ton. 

641, July 15, 6 p . m. 

PC~ T3EASURY FROH BUTTERrlmlTH. 

T~r following excerpt from n speech nhicb Sir John 

Simon made in the House of C~~ons this afternoon in 

connection with thE 1'11nd1ng up of the third rending of 

t he FinancE Llill mo.y br of ao1.1t interest: 

"Onr :lprcial word I wia)• to oay about the United 

States . 1 do not think it ia 3rnerally rro.lizrd bon 

mnch thE falling off in the uorld consumption of primo.ry 

COlli:!Od:'. tics 11hich lUis undoubtrc\ly happened in rEcent 

months ~a b£cn connected ni t h vrh:t t bas hAppEnEd in t!:E 

United S tates . There nrc special conditiona thEre such, 

f o r r xnmplr, cs the grcmth of atoolco in manufacturer's 

hands d·.:rtns 1~37 . They llOV£ <·nd oor.:acthing to do nith 

producin:; that aituntion. llt•t 11' you excludE the Unit ed 

Statra--nlw~ys o. very bi g t~in5 to do- - from your fi3urEs 

o.nd look a t •tha t is the 11orld oonaumption of coppEr , tin 

o.nd 
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' and r t,bbt:r you set that apart from thE United State• it/ 
' 

has shown no opec1.a~ r Eduction during the firs t five I • 
montho of t his year . Of course if the falling ott i n 

Americar. conoumption were to conti nue it would havc ' an 

effect t:'11'ou3hout the world . But on the other hand 

if t:·ere is recovery tlu:rc--and we hope that t here may 

l:>c-- t:·crc 13 nC> doul:>t tln t t his will me an a picking up 

by the c:>:;ine o.nti tlu: whole t•U:.Ch1ncry , , , , the la t est 

fi (lt,;rcs o:.:ov1 some tendency to itl:!)rovcment . I t is true 

t llo.t t!:is is shown i n s tool( cxchltn:;c quotations and 

pr11JlL\r~- commodity prices more t hall in o.otual t radE con­

ditions b·:t on the wholE mY advl.o crs takE thE vi.cw that 

t~e:; cto \)rtscr t an added rco.son tor d.1strusting and dis­

count1n~ ; loony propheci es as to the fUture . • 

'}!:!£ t or£101 cxch~e mar:cct wo.a not very a ct1 vt 

todn;t . :..1t:1ou;h al:>out noon the pressure on th£ franc 

~na stro~ thE French fund htld the rotc ot 178, 30 , 

The dc::;a:'ld. tor aold dccrcaoed decidedly, only 1'77 l:>ora 

l:>ein;:: d~olt i n a t fixin5 at ).4::!.3 . 20 , which i s only 20. 

pr::ni um. 

K£NNEDY 

l!LP 
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Dear Dono 

For )'our Wo...ation oDd that of the Secretary 1 eneloee .,. .. _ 

lflth alternative achedulao tor the bandlln& or the S.pteabor ioi!WI. I 

rec.-end aoat •tl-01>«17 in faYor or the firot oc.,.dula which would inYolYa 

amOW>CiDC the i a- on Tuoodq 110ra1nc, S.ptea .,_r 7. I re.-Dd a&ainat 

&DJ aborter achedula for the tollowinC three principal raaaone. 

1. s.tat1 aDd accuraCJ . Ov.r people are bandllng 1D thio period 

ooao 8600 , 000,000 ot new Mcur1t1ea aDd the ~nt for thea. It the aobed­

ula ia hurried ao auch ao indicated in the aacond alterneti•a with people 

working l ong houra under eeriou• prea~, we cannot be aure of the necea­

aary earetr end accuracy. Tbere ia al waya danger of aerioua errore or lo1a. 

2. Polic ing of IUbecriptlooa. Over a period of yearo we h .. a 

gradually aotebliohed procedente and aothodo t o.- aoouriDC a fair dis tribu­

tion or aub&criptiona &80Dg aubocribara in accordance with t boir .. rita. 

Tbe oecond acbadule -.ld allow WI DO t iM tor a •.,.....1 of t .he ... bacri~ 

tiona rlth thia objectin. Ia would ban to take -cticallJ anr, •b­

am-iption ottarad. It would .,_ unfair to la1itiaote •bacribara aDd would 

break down tba principle• " baft been try·inl to aoteblloh in haadll"'! the 

oubacriptlou. 

). Thera 11 a buaon aopeot to tbil preble• · t Y&n with the 

extended aoheclllle the .. n and wooaan 1D whoa we ropooo oonlidanca to handle 

Uuo work o.ra forced to work loDI boura aDd under hicb praooure . Tbe 

obortened aobadulo would tu.rtber laQitben t .,_M bouro and tu.rther inorMM 

the praooura. In w1 .. of ta raaponaibi lltJ of heMline the lara:• auao 
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Lnoolved I do aDt bell_.o thla ia either aato or tw.De. 

Aa I lndicated to 70il 1t ..... to • qllite practicable to follow 

tho !lrot aobedulo lllld ,.at gho the Secretary .., opportunity tor adequate 

con1idorotlon ot tho t111&11o1ng. I propo1o to return troo a¥ bol1dO¥ oarl;( 

in tho wook beglnn.lng Ausuet 22 10 that I will bon troo ton doyo to two 

wooke to study auket eoDditloiUI. I would ol10 qgo1t , that you or 10¥1» 

Taylor aJ.cbt plan to apend a day or two ln llew lo* !'rota S.pt..ber 1 to ) , 

lntanlu lng YOrlou.o peopla quiotl;(. I would than be prepared to go to 

lfoobl~ ton attar the eloM of the auket on S.pteabl!r 4 so a s to opond tho t 

e'lening &lid oa 111cb ot Sunda¥ 01 ooou doairablo rortowlng tho i ssue • itb 

tho Secretary. lie ought to be ablo to aal<o a roe-ndation to h.ia at 

that UM suttiolontl;( dotlnita 10 that a docialon could be roached. It 

aeythlng oxtraordln&ry happens on lllondO¥, Labor uO¥, we could still u.ko o 

chango on that. dO¥ and announce a cbnsed !ora or issue for llednosda:r acr~>­

lng , thcll{th t h11 should only be dono in extraordinary cirC\I.Utsncee. 1'h11 

aeeaa to .. to invol•e no 801"1 danger due to UD!oreaeen circuaatancea 

or1alng tban would the second scbsdulo which 1110t lnYOhe tho lopoo of a 

l'ull bualnoee day between t ho dooiaion • nd ito onnouncueat. 1D tact, tho 

1ocond achedulo lo o•en woroo than the firot beeouoo thla bualnaoo dey 

which elopeoo 1o one 111 1!blch all the aulcato ln this country are opoa, 

wharoaa under tho tirst ochedulo only a hcl!do:r l.ntsnoooe. lie haYO tre­

quont1:r amouneed .., 1aeuo tho dey attar Labor Day without. any record ot 

dltflouH:r u tor aa I roMaber. 

Hon. Do.l:del w. a.u , 
Alllatont to tho Socrotary, 
United Stotaa Troaaur:r, 
lleobiDi\On, D. c . 

1lllii.H 
oncl. 

Stn4oroly :roura, 

... 
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tl: OO n .m. 
?r~sen~ : Jr . l.!agill 

Taylor 
Klotz 
Lochhead 
Banes 

.... c a\ ; 

H. • . Jr : 

11 • • • Jr : 

.-ca: 

• 1. • Jr: 

r: . ~ . Jr : 

n. . Jr : 

K Lo ~z : 

h . : . Jr : 

!ir . 
lo!rs 
lolr . 
Mr . 
i>lr . 
~r . 
.Ar . 
:Jr . 
.Jr . 
l.!r. 

c .. ston 
Kens 
~ibbons 
Upham 
..!crieynolds 
Olipnant 

(~crleynolds snows a .~ . Jr ~ note) 

Oh, t ab; to ni.o wnen I coe~e bbck, in connection 
wi tn O'Reilly . You .tant it - you .. ent to oo? 

I don't - I told ..Irs. Ross tnnt on these presidential 
pl&ces I nad nothing wnntever ~o do with it . 

Well, when I c ome back . 

~es . Joe 0 1lo!anoney came in to s ee me . 

I think I 'd like to give - l £t it go . I f we can 
give O' Reilly sometoing , •·te •lt ~ive Ross something . 
Give them e ach five hundred . 

~ou can't g ive O'Reilly five hundred, becau$e she ' s 
within t wo hundred of tho top • 

\oell, give thee each two. 

You can't gi ve the chief - tney're not two hundred 
aollar steps . 

hell, >lee ••••• 

I • m perfectly '"illing t o let it •.. . 

When I come back. !Jon • t you (Klotz) think so? 

I d on't know . 

hll right. You' o give Nellie five hundr ed? 

• 
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n otz: 

KcR: 

Klotz: 

llcll: 

Klotz: 

H.li.Jr: 

llcR: 

B.M.Jr: 

llcll: 

H.K.Jr: 

Klotz: 

!lcR: 

B.M.Jr: 

232 
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lo, I 1 d gi •• - it I could, aaka it tbe other wa,y a rolllld. 

Kr s . 0 1 Reilly refuse a to t alta it • •• 

I'd giYe ••• • 

• •• because the other one doaan•t get it. 

Tnet•a wby you abould give it to her. 

Can you gin Iallie 2SO? 

Ro, only fi•e hundred. 

499? 

Jlo. 

PiYe hundred. All right. She1a been here fiYe years . 

Hundred dollars a year, that•s right. 

I said that on a presidential appoint11ent I can• t •••• 

Call up Cbip Roberts and ask his advice. 

Don' t you think that Banes ought to have the Bureau 
of the Mint and Nellie Teyloe Ross? 

KcR: I•m perfectly wil ling to giYa it to bim. I think 
Wa,yne W'Ould be perfectly willing. 

Ta,ylor: 

B.K.Jr: 

llcR: 

Banes: 

B.II.Jr: 

llcR: 

Hanes: 

B.M.Jr: 

Fine with 11e. 

Mac, you draw up a Treasury order transferring tba 
Bureau of the IUnt to Banes, affective today . 

Is Banes here? 

Wbat•s thiS? 

EffactiYa today, we ' re transferring the Bureau of 
the Mint and Nellie Tayloe Boas t o you. 

Don' t consent to it. 

I ' 11 have to think tba t over . 

Wall now, Wa,yne'a pushing •• yery herd, and so ' s • ••• 

Regraded Uclassified



Taylor: 

l!cR: 

Taylor: 

llcR: 

Klotz: 

H.II.Jr: 

Oliphant: 

!lcH : 

Klotz: 

YcR: 

B.M.Jr: 

... 
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Ro, I wasn't pushing you. I said it was tine with 
me, but •••. 

I should think Wayne - he ian•t pushing because he 
never sees he:c . 

Oh yes , I do. 

I d idn 1 t know you ever saw her. 

You're all very unkind to the lady. 

Keep O•Kaboney happy. Give her five hundred because 
she earned it a thousand times, and give Kiss O'Reilly 
the caximum. 

Personally I'd like to see Kiss O' Reilly leave the 
service at the maximum. 

We can do tha t very e asily. We do that effective 
the first of July. And we' ll give Mrs. Ross one step 
promotion effect! ve the first of August . 

Can't Mi ss o•Reilly get more than 200? 

No, because she ' s at t he top - next to the top. 

O.K. 

lien : ~be goes to the top of the list. That's all she can 
get. 

H.ii.Jr: 

IteR: 

H. M.Jr: 

What o ther good news you got, Kac? 

I told Joe yesterday when he mentioned it to me that 
aii)'tbing that was done on that goes oown on his -
was an obligati on that he was - he was obligated to 
you for whatever was done; you wer e doing e f avor 
f or him personally. He says, •All right, I'm glad 
to have it on that basis.• He managed her campa ign 
tor Governor. 

I happen to like Joe O•Kahoney. I 've liked him for 
six years. 

llcR: I like him. 
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Gibbons: 

H.l!.Jr: 
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I think he's s square-shooter . 

Perfectly on the level. 

Always has been witb me. Always. 

23-t 

MeR: He 1ll consider this a personal favor. 

H.~.Jr: 

llcR: 

H. II ,Jr: 

All right. Rub it in. 

On that basis. 

Hub it right 1n. 

IleA: I'll tell b1m it ' s as a per sonal f avor. He asked 
me. to let b1m know. 

H. II.Jr: 

llcR: 

Taylor: 

!loR: 

Taylor: 

H.II,Jr: 

Gibbons: 

H.M.Jr: 

Lochhead: 

H.II . J r: 

llcR: 

H.II.Jr: 

Any other important matters? 

No 1 nothing else. 

Do you ask him to sign receipts r or those, llac? 

But Joe is pretty good in recognizing his obliga­
tions. He doesn't ••• 

No, I was Just •••• 

Be does - he'll keep faith. 

Nothing. 

All right. Archie? 

We•ve done our business a few moments ago. 

We handed over some money to llr. Del Rios. All risbt? 

I t old Wayne that you wanted one and a half ra te on 
net balances to be given Jesse Jones , effective the 
first or July. 

Jesse was over here and sat here for halt an hour 
saying nothing, and after having done business with 
Jesse tor rive years I said nothing. So then Jesse 
was - when be starts t o go back to the office he 

• 
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says, •Ob by the way, Henry, it you really want 
to make me happy, wby don 1 t you give ae one and 
a halt tor mw balances?• I said, "Froa tbe first 
ot July?• Be•s been playing with me t or e month, 
not paying me t he interest tor tae fir st s ix months 
~rying to get it effective the first of January. ' 
So .1. said, "The first of July - will you be happy?" 
"All right, that•s tine . • "All r ight, goodbye . • 

See, we sat here talking about nothing for 30 
minutes, and I Just made up my mind I ' d make him 
t alk first . 

Kight i nterest you t o know be asked me whether I 
thought be was going to do any better then tbet. 
I told b1m no. 

Well, be was perfectly happy. Be's traded around 
tor a month . Balance ia several million dollars. 

You know, they tell - a friend or mine told me a 
story about Jesse. Insurance man went in and they 
were all crying to Jesse about doing somet hing for 
this i nsurance company. Hight after 1 33, you know, 
and this concern was going into bankruptcy and Jesse 
stopped and said, •It reminds me of a story . When 
I was a kid , t wo boys were fighting. One bad the 
other one down, punching him. Old man came along, 
said, •Let that boy up. K*d looked up at him - 1How 
much is in it?•• And he said, "What would you do? 
What would you do? What would you do?" After -
that was t he end of the conversation, after these 
fellows talked to bim. Boy, he ' s a trader. 

All right. 

I'm all r ight. 

llr . Secretary, Bill Douglas wants me to go with him 
to New York on llonday t or another meeting or tbe 
Stock Exchange committee. Is that all r ight? 

That ' s O.K., f ine. wo, what I told Dougl as tbe 
last time - not the lest - be called me again 
yesterday· stay behind a minute, I'll t ell you what 
be sai d. ' I told him - be wanted to set a date; I 
think I told b1Jil - I said, •Tbere is no date. As 
f ar as Hanes is concerned - whenever you want Hanes' 
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cooperation, as f ar as I'm concerned, I'a more 
than pleased to have Hanes give you as much time 
as be can spare, with no date limit on it.• See? 
He called me on another matter. If you'll stay 
behind. All right? 

Fine. 

And give the New York Stock Exchange my regards 
and tell them they're ~oing fine. Tell them, 
another month end they re going to be popular. 

(Laughs) 

Cy , you and Wayne got all those r ules and regulations 
written on the banking thing? 

Well, we ' ve only bad an application from one side. 
I don't know bow we canarbitrate very well unless 
the other side wants to come in and submit their -
I think they're going ahead without asking us. 

I was just worried you fellows wouldn't bave anything 
t o do . So I'll leave it in goods bands and not ask 
any questions . Is that all right? 

I don't know whether that ' s all right or not. 

Well then, we'l l leave it 
It they're not good ••• 
going to tuss with it. 

I wouldn1 t. 

I wouldn't. 

in your bands, anyway . 
Well, anyway, I'm not 

Personally, I think tbat the office or the Secretary 
of the Treasury bas done its job . I think tbose 
fellows ought to be able to write their own rules 
and regulations. 

They know what the agreement was and they know what 
the spirit of tbe agreement was. 

And I notice tbat you end Marriner didn't get down 
to t alking turkey on the bond lllllrket either, wbicll 
is all right. You're going to keep that 25 million 
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in your key pocket, aren't you? 

That ' s a good place for it. You•d l i ke to have it 
there if possible when you get back, wouldn't you? 

Yes, I 111 be able to use it. It's all right with 
me. All right. 

Well, does that mean in the meantime that loans to 
local industry and so forth a r e being sidetracked? 

Leaves everything where they wer e . And these are 
president i al appointees, and I - but I say, and I 
tnink I•m right, t ha t the ~ecretary of the Tr easury 
shouldn't try to write rules and r egul" tions, policy 
having b een decided as to - the philosophy of it 
having been decided, I shouldn't have to, or shouldn' t 
write the rules and regula tions for F.o.r .c. and 
Comptr oller ot the Currency and Federal Reserve. 

Jesse Jones says, • I got a copy all printed - the 
rules and regulati ons .• He says , "I don ' t care 
whether tney agree or not, but ~ copy goes out 
Saturday . " "Yes," be says, "I ' ve got t hem al l 
printed. " 

Well, J esse will do wha t you did in bringing them 
all together - torce their hand. 

He says, " I 've got a set all pri nted. lly letter 
goes out, asking the banks t o cooperate, based on 
this new t ning. 1be letter goes out Saturday . I 
can' t help it if ~ey don't agree to it. I• ve got 
t hem all printed . 

Tbat•ll kind of put the otber boys on the spot. 

1'hat will have the affect ot your statement to the 
press . 

I said, •Good work . Whose are t hey?" Be says , 
"They ' re all right, they're good rules.• 

Wayne? 

No . I •ve got a going-away present for you from the 
Savings Bond boys. 
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Thank you • ery auch. 

That' s the new booklet. 

I don • t - whare' a the Savi ngs l!ond? 

You' ll tind it in there. 
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I can't - $18.75 - where is it? All right. Suppose 
70u got a ruling trom the Counsel Gener al - General 
counsel. 

You' r e not allowed to speculate in Goverlllllent 
securities. 

"'11 right. Thank you Yery much. What else? 

George • •• 

Oh, I 'm having lunch with Bewley today. 

Oh, good . 

Be' a .••• 

1 Just want to take tha ones as they come. That's 
t oo heavy. 

I see. I t hought when we'~ send them to you, Mr. 
Secretary, we'd send the complete sheet with the 
photostat ot the chart each tiae. 

lbat•s r ight, and I'll l ook at it and tear it up. 

You ' re having luncb with Bewley. And you're going 
to Me Mr. Bull. 

Not 11oing to a ee h1a until I t alked to Bewley 
and t ound out what was about it, and tben I'll 
follow that up . 

Fine. You through? 

\ Nods yes) 

George? 
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I have nothing tbia morning. Tbose figures, 
you know, which you asked Accounts and Deposits -
Dan Bell - to get together on expenditures and 
employment; we're getting those. I asked them 
to get the corporation - tbat•s going to give you 
an exceedingly interesting picture. Won' t have it 
until you get back. We'll have 1t before; it won't 
take us tbat long, but we can't have it before you 
leave. 

But it will be interesting. 

Going to be very interesting . Gives you a basis tor 
following their estlaatas of actual performance, 
which should bave been done a long time ago. 

Will tbat be kept up monthly? 

Yes. And I think after you come back you may decide 
tbat you' d like to bave each of these agencies make 
a - revise their estimate e ach month. I mentioned 
that to Dan and he said that would involve some 
staff, and so on. But I tbink you can let that 
decision ride until you get back. 

Well, Dan's got a hundred thirty thousand dollars 
from Congress to expand the Budget. 

Tbis isn't tbe Budget. It's done up bere in 
Accounts and Deposits. 

• 
Well ••• 

But I mean be ' s glad t o do it 1C you want it. I 
think you'll decide t o do it aft·er you get back. 

Anything else? 

I bove nothing else. 

Herbert? 

Mr. Gregory, of t he Herald-Tribune, would like to do 
a story right away as you were sailing about the 
difficulties of the French currency and his belief 
that the great democracies must stand together and 
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that eventuallJ the French will have to put 1n 
some t orm ot exchange control, and that 1ou•re 
likelJ to talk to t hem about that subJect. And 
I said, "Please don't write anything about the 
French currency until the Secretary bas finished 
his visit to Paris." 

Tell them it's slim. 

You check with t~t. 

Oh JeS. 

Ot course the7 111 be speculating about what J OU 
aay talk about there. 

Sure, I 1 m speculating myself about what I'm going 
to talk about . 

All I can do is Just try and discourage them trom 
writing anything on the subJect until after you've 
finished your visit there, because I told them 
it would probably raise a lot of hopes and probhbly 
conve7 the implication to those people that JOU 
bad something definite in mind. 

Purely courtesy calls . 

Harold Brayman ~nts to do a story about the 
tripartite agreement and the a tnbiliza tion fund 
and the general problem ot international exchange 
tor Fortune. Fortune ' s coming beck to that 
stabilization tund i dea . He asked me to mention 
that to you, and I told biJD there was very 11 ttle 
chance that you'd consent to aey help trom the 
Treasury on such a proJect at this time. 

(Nods agreement ) 

Lowell Mellett wants to take - us to take over two 
of their Press Intelligence people, as we did last 
year. They suddenly discovered two or three days 
ago that two ot t hem were not going to be paid 
for this period until we paid them. I think it is 
Daney Bell ' s problem. And we've paid them t or the 
period up until the 15th or the month. People that 
we were paying all through last year. People that 
worked in the Bureau ot Press Intelligence. 

Blac.kburn? 
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Onder K. C. Blackburn. Two ot their people bad been 
on our payroll tor more than a year , and we didn ' t 
expect to carry them this year , but they suddenly 
discovered a few days ago that they weren't going to 
be paid unless we paid them. So !Iaurice Colli.ns 
agreed to take them on tor this payday. We have no 
appropriation under which we can pay them without 
falsifying the records. The only reason I ' m speaking 
about i t is that Lowell llellett made a special plea 
that I speak to you personally about it. I really 
think it is something tor Danny Bell to work out. 

lie worked it out last year . Went through the same 
thing. 

241 

It you can help Lowell llellett, llac, it will be a nice 
thing. 

We helped him with two weeks ' pay . 

Be doesn't know his wey around. 

llac, didn't we- we bad the money last year, but •••• 

It you could sho1v him through Danny• s office a way to 
do it, it would be very nice. 

He can go to Dan now. 

No, but Dan' s not here, and Lowell Mellett doesn't 
know a.ll these miles or r ed tape, and if you could 
help him get it some place outside ot t he Treasury 
payroll it would be very nice. And K . C. Blackburn 
ia very cooperative with me whenever I want aQYtblng. 

I don 1 t know how we can get it aQY place outside ot 
the Treasury payroll. The money that's being paid 
for two weeks is on Danny Bell's allotment of emer­
gency relief. 

Couldn ' t you put them on the cafeteria payroll over 
at the Bureau of Engra ving? 

No . 

(Laughs) O.K. llac will find a way. 
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All richt. That takes i t ott m7 hands, 

Soaa of the boys wanted to know exactly when you're 
go1nc to leave hera and wbat field you' re goiD& to 
land at. I told thea it would be very difficult to 
find out. They wanted to send somebody to meet you 
at the airport . 

I' m goinc to land- I don' t llind telliD& them- l'a 
goinc to land at Bawark. 

Xou don' t ll1nd tellinc them. 

Would you tell? 

I don't think there 1s any hera in it. Botb.lng 
particularly they can say t o you. 

Xou don• t need t o let them know when I •m goiD& to 
leave, and after you've heard I've lett - after I've 
left you let them know. 

Right . 

And this is a dummy of - and copy of the intro­
duction •••• 

Would you stay behind? I •d like to look at it. 

Don • t you think this (newspaper clipplD&) is very 
ostentatious? (Laughs) 

(Laughs) 

Show it to Beran. 

Very aodest, I should aay. 

I think it's entirely out of place. Anythinc else? 

That ' s all. 

Berman? 

I can't think of any good questions; nothing I can 
think or until after you' re gone. 

Regraded Uclassified



I!.!I .Jr: 

Ollphant: 

H. /.I . Jr: 

Oliphant: 

H.li.Jr: 

llagUl: 

B.ll. Jr: 

llagUl : 

H.li.Jr: 

l.!agill: 

H.II.Jr: 

liagill: 

K.IJ .Jr: 

llagill: 

-1)-

All right. That's very nice. 

I can't think of them. 

All right, swel l. I don ' t think ,,, 

1 111 think of t hem after you're gone. 

Ros , did you have a chance to r ead that letter? 

(Nods yes) 

Nill you stay a minute? 

llr. Taylor and two or three or his associ ates who 
are going to be her e during August, and I, arranged 
to meet peri odically and console each other t or your 
absence, and we 1 11 send you a brief epistle •• •• 

Don't - no, no. 

"e won't send you a brief epi stle at any time. We• ll 
send it t o Berman. 

No, I •ll tell you exactly - t o Herman? No, no, 
let ' s understand. I don't really - it - if there's 
something that is real ly a crisis , use the cable, see? 
And that gives me a chance to read it and I can either 
not answer i t or I can phone. But i f it's something 
that is terribl y important, the method or communication 
will be through !Irs . Klotz while she's here, and aft er 
she leaves, llcReynolds, and it goes through Coast Guard . 
And we bave our own code, and t nen I have a strictl,y 
confi denti al code, only one, between the President and 
myself, so I can communicate dir ec t l,y. And the Omaha, 
I find, is only 20 miles f rom where I am, so I have 
t o use a Navy communication direct; r suppose I can 
reach b1m direct on the Omaha it I want. So I have 
the means. But I don• t ••o.nt to - but it there i s 
something real ly that you fellows ca.n' t decide, send 
me a cable and I'll have a chance t o look at it. But •• 

I don• t see what .. ... 

I love you all dearly, but I ca n wai t •.•• 

You really don't want letters . 
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~ ... v 

You don't want to near froa bim. 

Does that go both ways? 

That goes both ways. 

That ' s wonderful. 

(B.W.Jr and Oliptlant shake on it) 

That 1 s marvelous. 

244 

The boss will be surprised about what will happen wtlen 
tle gets out of town. 

llo, I won' t. 

Well, we out-waited him last summer. Remember? 

One day I called at the wrong time and they said, 
ftWell, if you want the teleptlone numbers of all the 
golf links w1 thin twenty miles of Washington, we'll 
get them. • Ttlis crowd, you know - if they' re sure 
I'm not going t o phone, try and find them. Try and 
find anybody after 12 o 'clock. 

Oh yes, teacher. 

Or Saturday morning. 

Or llonday morning. 

No, no. 

llonday all right? 

llonday•s all right. 

Welli you're school teacher while 1 1m gone, llr. 
llagi 1. 

I'm going to enforce a strict rule, too. 

But who's going to be tlere to enforce it? 

Vi ell, I hope you•ll .... 
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I already cancelled. Arcbie•a leave. He•s going to 
s t 11y around here. 

You ' re taking some, eren•t you, Archie? 

Yes, I•m starting today. 

He' s started this morning. 

I •va already started. This 11 o •clock meeting is 
disturbing; it set me ott stride this morniA& • 

I don•t know whether I got the story exactly correct, 
but as tar as I can get it, Monsieur Auriol as lolinister 
or Finance got a i xed up with Monsieur Auriol as Minister 
ot Justice, and the t wo ot thea didn' t consult e nd 
therefore the Spaniards bed their gold trouble. Is 
that about right? 

It's about right. 

I think it's terribly funny. He was first Minister 
of J ustice, wasn't be - or second? Which was he 
first - Auriol? 

No, Auriol was Minister of Justice first . 

And as Mip.ls ter of Justice 

He told them to bring the suit in a certain way. 

He got himself tangled up with Mr . Auriol as llinister 
ot Finance. 

Well , don' t work too hard and I • 11 guarantee you that mw instructions about no letters will be both ways. 

-
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Pereonal and 
donfidentl&l 

Dear Henry: 

THE UNDER SECR~ARY Of' STATE 

WASH INGTON 

In acoordance with our convereation to­

da1 I am eend1ng :rou a memorandum ot aT oon­

vereation with the Britiah Ambaeeador on 

Jul7 a. I eMJ.l appreciate it it :rou wUl 

call ae on t he telephone and let ae ltnow it 
~ 

there ie an;rth1ng :rou would 11lte "to aay to 

the Ambaeeador w regard t o thia subject. 

Believe ae 

ey aincerel:r, 

Enc. 

The Honorable 
Hanr:r Korgenthau, Jr. , 

Secretary ot the Treaauey. 
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DEPARTMENT OF STATE 248 

M~moranclum ol Convmotloft 

DAn:, hlT a, au. 

rrycm.x oomomua. 

PA~ITICIPAI<TS: the Brl thh Allbaaea4or, llr JltOIIAld Lllldi&TI 
The Under leoret&r,r. 

TO: S, A- B, PA/D, Ca, U 

The Brit18h Miba .. ador oalled to eo• a e at bh 

requ .. t thb attei'I'IOOa. 

fhe Aaba .. ador eald that ha ne -lag ln to eH 

' 

ae enUrelJ' llpclft hb OWII 1aU1aUn and wl tbaut lnetru .. 

tiona tne hle QoTel'IIIHat. • ea14 he 4ee1re4 to dhn .. 

t he eubJ eot ot war clebte. The Allba .. aclor eald that 

throuatuNt h11 tera ot 11nln u Mbueaclor to the Vllltlcl 

State• he ha4 ooae1etlftt1T telt that 1ft equitable agre .. 

~•nt on the .abJeot ot the l rltleh clebt ebou1cl bl reeohlcl 

between the two Ooftl'llllllfttl Mel that hb O.nl'IIIIIM 

•holllcl not ban e\lllllftdlcl ~111te on the clebt. Oa tha 

other haa4, he ealcl, hi eaw verr li t tle praetloal 
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adY-'lta«e to be gaiaect r~ the BrlUih Oonrn~~ent• 1 .. ln« 
a J Oarlt paJ'IIIInt or "7 t'tttt or Clfte bandl'ecl alllloft &IU.H 

whU~ at the ••• u .. the tot l\1 MOUftt or t he debt wu 

you11 lnoreMlftco lie aald that the debt tn hh oplaloa 

wo.a a l ogtts-te obU yatlon o r hh OoYel'ftllt'nt and IIWit be 

o,t, but fhat at the •- tlJM the . debt waa now rt~nohlftc 

•catrona.loal proportt-· Md eYe1'7 ye..,- thAt a eolutloa 

wcae po1tpcfted the .ore 4l••t0\llt a aol utlon would be-. 

tie 11ald that be wu 1UU7 raaUhr wttb J'1lbl1o opla1oa 1n 

t hh OOUIIf l'7 w1 th ragard to t h h !'IUGitlOII 1\11<! t hat be 

r 11l t lt •~t~t the oae obataole to a o0t1pletll1 oordlal Nld 

tri!!nclly rel atlonahlp between ~h· two oountrio~l but that, 

whlle he t hounht he uts-tect oorreotly publlo oplnlon 1n 

~teMral • • interpreted bt the AM r l ollft preu, he dJ.cl not 

r .. el thAt he knew oleoJ'lt whAt t he opla1on or •.ho COftllJ"Gu 

111 •ht be wt th relnU'd to tho q~aoetlon M il that thle point 

wu all tllpO!'tMt ln• Jlh .. lt waa the Coft81'e•• 1n the 

1:\et anal7ah llbl.oh WG!Cld hAn to deolde tha utt• r. 1be 

Mbau ador 11ald thcat he had been tnt-ated 1n the reao­

tlon or the Coftcree-. .. reported ln the pre•• . to t he 

lfllnGarlall ot ter tor the uttle~~ent or the llulllfarlan debt, 

nne\ be 100111\ered tr I would l et hl• "-• "'ltlrely ln~or.allt 

ond unor · t olallt, what -r oplnloa on t " h •ubJoot algtlt 

be . 

/ -
Regraded Uclassified



J wld tho .-a>aao"-P that J waa nro be •CN14 

rulln that l oould not aU•pt to aot ao tho lnt el'!)rehp 

Of tbe Oon«ren wl th resard to 00 lllf!bly OOIIti'09t!Hlal 

a.ncl delloah a oubJoot u t hh, J'wotheii'IIOPtt , I oald, 

the 'l'rea1NJ7 Depart-1: ••• •• dlrootty oonoomod 1n the 

queatlONI la'IOlnf. u waa t ho Dopal't.o"' or Stat e, aad 

2'0 

I oould aot \llldOI'Uito to opealt tor t ho loOPttt.,.,. of tho 

'l'r~•IN17• I oa14, be..,..,., thd I thftaht t ho "-l>aeoador 

ebov.ld Ull4oHtaa4 that tho lhllcarlM dollt woo la a oatogo!'T 

qui t o dlotlaot ~ t h o BPltlah 4ollt. 'l'ho llagal'lM dollt 

bad bo" lllCNI'P04 toP tho puob&u of nov la tho Oalto4 

&tatoo to be ut111ae4 largolJ foP r ollot purpooeo wltbla 

IIUI\ff&J'T, all4 t ho tell'lla ottoH4 b7 the lhlagarl&ll Oonnt-

mont •oro praoUoally l d81'1tloal wlth the tar111e ot terod aoeo 

)'oal'a ago by tho Auatl'laa OciYoi'Nient ror a clobt or a dallal' 

oharaotor wblob bad booll ooneldorod aooeptable b7 tho 

OoiiCP .. •• I oald t bd I oolll4 aH ao obJootloa lJI glYlftl 

hla •• ., OWil peroonal now tho oplaloft tbat tho ..... 

<lOIIgi'UO bad BOt t>I'OYo4 801'0 roooptln W the -.uoott• 

oado bJ tba ,...ld.,.t la trM•lttl~t« t he lfuagarlaa 4ollt 

propoaal wao that tbaPO o:dotof. tho YOI'T w14o0t)road ballot 

that aooop,Moo at the prount U • ot tho "-f!AI'lM 

propooal, altbOUCb, •• I had otato4, thle debt ••• la • 

4lrter•' oatogol')", ~ loplr tba oroatlOII or a preoof.ollt 

tor tho fluotbor o4Jut.o•' ot other latOI'S"•r•eat al 4obto 
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-...to u.. eutet lltatee, lMl•U. ta.at t111 ~~net 

llftbl .. 

I lta•e4 tala' I he4 "- ....., 11aA 'o bear the 

-Uiai.Ortl GO oplaloa With ...... M WI Pl'llpoeal, 

&114 "''' I teu ....., •lh tba WilT u U4 1a the •"-· 

I lal4 U -14 'o - ....., elau tba' Mlftaaa plllllla 

oplal• 1a ,_..,_ • tba' ot the •••ac• _. .-4 ._ 

l n the dNet • IleA Me prt//la • 117 ...._ .. *•• tba 

III'UUh .lloftot~nl-ldtt W ••J•4e4 ~~ oa U1 4tM 
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-.. •o the UUtl4 "•'" act-.... .. tlta lll'lUih ._ 

•-•• IleA ~'11 tar ._ ,, ... ,.., ....... tba ,._ 

t Uilcl1 that the •• , IleA Me w1pl4 tilt tba lloc*a - lllll• 

lahral claela1oa. !ban h,.. M• a ... ral taa11 .. , I 

lalct, la tbla oouatrr that • llltl11e.-•a wol'cl ..... 

Focl .. hla 'lloa4, .-4 a ....., 4HP uct W14eepl'lll4 _._ 

.... ba4 ~ltl-"11 Mea ....... - *' - - ,_ 
•rall7 _._. .. the iperl .. of. hll•~-- -~ 

Uoa. ftlan - M1Q' otbar taatora 1Jmi1Ya4 1a tb1e 11-. 

uauoe, 1 ...,.., wUh tllllab the .-.. aa4or aa4 I- WUa 

-.plah17 t..Ular ... wbllll -- ........ fll 1111-

a ... u., 1111t I MUa ..... u 4l4 tba ~ ...... , Ulat uUl 

thla ,.,..,....1111 pro'llloa aoul4 be ... u.a oa a llelll *ltll 

..... ,.., ... tal• '0 ... peop111 till -· '" -wt•, 
the NlaU.alp M._ ..,._, -.ltala a.a thl lhllta4 

1\aha .-14 not M *'' .. Mtb 4Hlra4 1t •• M, 
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l 1ald Uld tau•oll u t!le Aaba81ador wa1 retvwtac to 

£Jurlu4, pre-blJ' .S 1:2lift ~he ~ten rOU" or the "'*'• 
he "o.ld lllltlftbte41J' h&•e the opJ)OI'tunl t7 ot dhouuta« 

t hh •tter wl th hh o• Oeorernant 1111d that, epeaklftc 

as aln lndlYlduallr ..a wltboat anr authorltJ' t or •o dol ng, 

..,,.., ....... .. 

I ttU that l .r th1 Bl'l tl1h Oeorerna~t~t r eaohttd the 4etel'll1na­

tlon that lt •h!le4 to dhnu a •olwU• or t he probl• 

wl t.h thll OeoreMUI•t, .ar ropreuataU081 tbeJ' • de wo1114 

reoehe the •et atteat1Y1 aad npe4!U0111 oonllderaUoe 

b7 t hh Oeoremaeat. 

l 1tat~ that or oov•• " all or • were bope1"Gl 

th&t a 1atl1raotorr re1ult alsllt 10011 be obtalaed 1ft the 

trade agpee .. nt nesotlatlone and that, a rt., euoh result 

h ad been obtained an4 the t .rade 114fJ'Ofta~nt lia4 been d gned, 

1t •labt •e• a dftCWlal'l7 appropria te aoaent to t!'J llJid 

r eaoh ln4open4entlJ' a eaUttaotO!'J 10lutlon or thb other 

aaJOI' pi'Obl•• 

Berore he lett the Mbauador 1pake to oe or the ln­

roraatloa he ha4 reo.ntlr reoel•ed rroo hl1 Oowernaent with 

r egard to the Europeaa dtuatlon. Hb Oowem .. nt e eHe4 to 

belleYe that the OaeohlllOYak OoYei'IWent ••• now ad.opU .. 

11 l eu 111\ruel ... t polat or dew wUh regard w the Oe~ 

alnorltr quettloa aa4 ..-14 propo1e te~ to the Sudeten 

a1nol'l tr 'lltllah wowld be wl thlo the boadl or reatoe. le 
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atah4 that tho r,...• 11114 lrUhh loYtl'tlaenta ..... 

ooope .. unr, he tlloag)at, • .., ~lo.l17 ln atte.pu .. 
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to r,ot the Oaeehoal .. * O..arMaat to t*• a oo ... llld~ 
attlta4o, Wltll .. sara te tbl &paatall altuat loa, the 

All'baii&Mr' wu lnroi"Mf. - hh Onel'ftlleat thd tllq b ... 

llno4 the t .. t.a ha4 b- aoantl&t lelleno4 u 'betwe• 

ltalJ an4 Oreat ll'lt&la la Ylew or the reeent 4eolaloaa 

obtalno4 rroa the Jloe-later .. lltl• a-1 the, 'lbe Aabu­

a&4ol' aal4, how .... , that hh a..-at reu \bat rela.­

ttona bet••• r..-e 184 Ita17 were ptU11« atea4ll7 wor11, 

that tile rr .. ll h&4 threat•l4 U wlth4raw t htlr ~ 

41.\ttalrtl troa ~ 184 h&4 oa1)' retl'alllt4 troa &Illig " 

111)011 the ladttenot ot 1tlt Bl'itlah OoY&I'tlal!ftt, 11114 that 

lt .... , 4 to be a oaat or where both I tal7 11114 rranoe were 

4ol ft3 tYtl'1 tlllag poe at ble to &111107 0110 another about 

tr1Y1al •ttera, thu aooe~~~plhhl!ll> no real purpou wt 
a erel)- -*! .. aa a~rt that wu al rea41 bad progre .. l • •l7 

wor••• 
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.... WUU..I.. ~. ,..,,_ :r.u_. or ~ .,., •• 
llO IIYt 6111&-...-• 
.. T•*• .. t. 

I-~..,, .. - :rw tw .,...., be la 

ll•='nc ,._ • •••= • 7.,-' ,.u •• --• 

.......... Clltoitlla 
Moll"'-' • tlla tr r •"*'7• 
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110 EAST 42nd STREET. NI3W YORK, N. y , 

llr. Harbert B. Guton 
Trouury Dopo.rtaent 
ll'uhi~~&toD, D. C. 

Dear Wr . Guton: 

July 16, 19~8 

A.o I 1ndio~tod to you in my rooont 1ottor, tl\o numbor or 
oomenta e.nd remark& on a::DY ono Cabinet mom'ber in our aur· 
•oy was tow. However, o~r atat1atioal ottioe has tiven me . 
a tabulation or auch comments aa there wore on Mr. ~rgonthau . 
t &iTO thom to you with tho wornin& that they do not neooa­
aarily repreaent a true croea- eootion ot opinion. 

The unfavorable comments wore t -. and lese apeo1tto than the 
ta?Or able ones. In general, tuoh oritioica aa there ... 
oontered around the idea "Mellon waa a better Secretary.• 
Alaon,g poorer vot.ers, there were a b&Ddtul or ~nta to the 
ottoot that "IIDr£0nthau 1a ar;a1nat apoad.J.n&. • 

the t avorab1o comment. 1noludo tho to11owin&• 

"Be ia progreea1Te eno\&&b to ad.-ance with the tiM••" 
"llor&onthau 1a a &Ood IWl but h-rod by tho od­

mlnietration." 
"Fr011 the Ropublioan Yiewpo1nt, llor&anthou 1o tho 

only ono ~ good." 
l!llor&enthou and Bull aro tl\o boat Cob1not mOJDbera. • 
"Uorgonthau'a banking polio1ea are sound and effect-

• I thillk ltorgonthau haa tl\o hard oat Job of all . • 

255 
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Jlr, ~rbnt B. Guton 
July 16, 1938 

I am eorry that the ouney d.id not produoe a larger harveat 
ot •-onto. U 1n tho tutu.re •• gather any turihor ort­
denoe rogardtJ1& the publ1o'o attitude toward the Seorotary, 
I ahall be glad to let you kDow. 

Vary trul7 youra, 

wal/•• 
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I!.OITO atAL OPPICI 

110 EAST ·Und STRaiT, NBW 'YORK, N.Y. 

lit. Herbert B. Guton 
froUW")I l>ep....-nt 
lru~, D· c. 

Dear llr. Gutona 

July 11, 1938 

I haTe your letter of t ho 7th addroooed to Dr. Gallup. 

I am having our otat1et1oal office 50 throusb the ballot• to 
tabulate aQYtbinc they oan find regardinc secretary Uor&onthau. 
I do not proodoe that we will hue &J2.Ythinc tor you, aa - did 
not uk Toter • to o.-..nt opecifioally on each cabinet -er 
.other than to an.wer yea, no, or no op1nion. 1hua, ~ r..arlca 
or ooomento conoerninc the Secretary would probably not r opre­
aent a oroaa- aeotion. 

Howe-wr, it there are mo'Q&b cuea to ,1-.. a ,..liable i.Ddication, 
I will lind a .....ary on to you. 

Very truly youre, 

wal/eo 

"· 

' 
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Dr ......... Oall ... 
~r. ~ IDetltubt o t PubUo Op1DI.oa. 
110 .._ ... ltnot0 ... Toq. I. To 

DMr Dr • ...U..• 
lwu pw&t~ ~ 1A 7fJN1 ,..U ot ..,..,,. u 

"'tt. ~ a of '!:IIIII PN.W..t'a a~1Dft, publhbt4 b lout 
.....sqta • • a. n oa au, .. "' • tlld 7"" alP' .,. .. 
..Utl-.1 ...,abllaliM •taonal Wl•Ullc op1A1.., u to 
... ....,. .. pu'h-e0 ..,.U..tar~ u "' ,..._. ot hS.. .._... 
'IIIUoh ... &JPI'Gft4 &4 ~ ~rot ar1Ual.-. It ;)'N 
.... &ftl.lal>~ c:t ..... bt-U.. I .-14 .,_tq ~ 
aiat. ""'')'th1.Df; tat 7"" - ·- "' •• 

'fery \Nl)' ~·· 
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.... ~ ..... 
1M t .,....,. - •• tlrr .... 1111e 

Mell .. '-..,. ., ... ,., a-_ ...................... ..... ......... ,_ 1...... •. .. -...... ·~~ ... "- -...... .. '-"· 
... ..... " ........ Wolt/lla-....... ---·.w.·. : .. " II...U, •• I ........... .. , .................... __ '-
"' .. etta.. .......... I p Ill ..... to 
Jolll ... """- ....... . . _ .................. ,.. 
IOU, oM J¥JIIItP ... ,_ _..,.. 1 
............... tdU • .... ..,. ..... 

I 
.... n.te, ................ 

lr . .. " · ..... •••• ..., at ,._, ............ 
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- " 
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J'OR !IOIZDI A1'i RWI 1!• 8J', 
llondOJ, Jul:r 18, 1938. 

• 

Proas Service 
llo. 14-5 

263 

AcU116 Socrotar:r of tho TreU\117 IID61ll tod(o:r MDCWICod tho fiMJ. -

scription o.D4 allotment f~"Ul''o w1 th roepoct to t bo c:urront offor1Doi of 7/8 

porcont notoa of Sorioe II of tbo Rooonatruction FinoDco CorporAtion. 

Subocriptiona o.D4 nllotmonte wore dhidod aaon,: tbo • ..,oral Fodoral 

Roaorvo d1atr1oto Md tbo Tr04ll1117 no follow11 

lodorol Rooorvo 
Diatrict 

Booton 
llow Torlc 
Pb11odo1pb1n 
Olo.,.l1Ul4 
IUcbmond 
AtlGnte> 
Oblc...,-o 
St. Loula 
llinnoapolia 
lanau Olt:r 
llellaa 
Snn h onclaoo 
freoour:r 

!O'I'.U. 

!l!otol Subocrip­
tione Roeohod 

• 147,228,000 
1,438, 545,000 

129.060.000 
158,236,000 

77, 600,000 
64 , 865,000 

2'79 . 329 ,ooo 
51,383,000 
18,561,000 
39,357,000 
00 ,193,000 

181,934,000 
2100,000 

$2,626,571,000 

-ooo-

!l!otBl SUbocr1p­
t1ono .Allotted 

• 11,835,000 
115,3:)2,000 

10,355,000 
12,754,000 

6,418,000 
5,479,000 

22,571.000 
4,194,000 
1,541,000 
3,3)6,000 
3,296,000 

14,583,000 
16,000 

$211.450,000 
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~L ftiUKfltV& .ANI( 
OP HIW YOftK 

..)FFICE CORRESPONDENCE 
COKFIDI!It:uL nLB8 

S U8JICTI 

lul.T la, lNI 
DATE-:::--- ----

tiLJPII)JrE C01111111S.t.riOI WITII 
T 

l • ....... BAH 01' IICIL.I.D 

llr. Banu or tM Baak or BDclaad telepbon«<• at 

1011& u tod&J. l'oreJ.JD ezchaDJ .. contlnueil very dull aa4 

featureless. There wae stJ.ll a larce d~ tor cold baza 

l .n LoDIIon aa4 Boab&J. lo1ltft'1ae the deaed tor Allericu 

eaclea aa4 Brltlah ~•r•1JD& continUed} quoted at about 

& 1/ f$ pr.-1-. .o-4a:y forward cold was quoted at tin t.o 

senn peace prealua. I aaked llr. Haner about recent ahlp­

a enta ot Ruaalan cold, alao about lap&Dese operetlona ln 

London. He add both ha4 been Y&rJ quiet. I addsed hla 

ot two Iapan .. • cold shlpaeota to thla country • totallnc 

about tu,ooo,ooo, repor ted to ua laat ... k . 

/ 
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SEcrEtary or StatE , 

Washington. 

1121, July 18, 5 p . m. 

FROU COCHRAN • 

GRAY 

Paris 

DatEd July 181 1938 

Rto 1d 2:10 P• mo 

265 

Pario ExchangE markEt baa bEen quiEt but control 

obligE~ to giv£ somE sterling at 178,18. MinistEr or 

Finane£ yEstErday gavE a fairly optimistic picturE or 

French financial situation whEn making plEa for subscrip­

tions to thE EightEEn months nntionnl dtfEns£ loan which 

optruJ today. HE said in part "is it rtnlly nEcEssary, 

aftEr thE figurEs Tlb1oh 1 bav£ juat oittd nnd th£ nssur­

nncEa which I bnvE just givEn, thnt I odd thE 4tn1al or 

thE French Oovn•nmtnt to thE cost official dtclaratioruJ , 

o:adE i n thE nam£ of thE statco to wb1ch th.t TripartitE 

AgrEEmEnt binds us , to affirm ~At thErE is not and cannot 

bE any question of dcvalua tion or monetary manipulation" . 

ThE abOVE addrESS wac EXPECtEd to hElp FrEnch GovErn­

ment otct~itiEa but a wEEkEnd opEtoh or labo~ lEadEr 

Jouhaux on thE othEr ~ a~ fEDr thnt troublE 

mny com£ in OctobEr or ~nnd official 
intervention 
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.. 
LMS 2- No, 1121, July lB, 5 p , m,, from Poria. 

intervent~on wns r Equi red todny to improve quot ntiono 

on rcntco , Monty i o t i ght . GovernmEnt hAs announcEd 

thnt two- thirds or thE two billion two hundred sEvEnty­

eight milli on frnnca of 1937 one ycnr bonds mnturing 

Auguat 5 hAVE btEn converted (sec my lOOB, June 27, 5 P• m, ) 

8\Jl.LI'l.'T 

CSB 

• 
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REB 

Secretary of State, 

Was~1ington. 

1132, July 19, 4 p . m. 

FRO:: CCIC3RAN. 

.. 

GRAY 

Paris 

Dated July 19, 1938 

Reo'd 2:08 p . m. 

') n ] 
'-0 

raris exchangE market quiet with control giving 

only $c&ll rumount of s t erling at 178. 17 to .19. Feat~c 

of t he da" is strength of dollar and demand tor gold in 

London. Paris traders attrib\\tc foregoing to renewed 

n£rvol\ancss over Czechoslovak Pl'Oblcm. 

Ba rM of France yesterday invoiced 31 , 614 francs of 

gold bars t o Federal Reserve Bank of New York on I LE DE 

FRA!'CE for account B. 1. S. 

BULLITT 

KLP 
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Storttary of StatE, 

Vlnsh1ngton. 

651, July 19, 6 p, m, 

POR TREASURY PROH BUTTERWORTH. 

PLAIN 

London 

' 

268 

DatEd July 19, 1938 

Rto 1d 2 :15 p. m. 

ThE dollar has bEEn strongly bid today. ThE 

unusually largE gold f i xi ng or 605 bars all but so or 

which wtr£ suppli Ed by th£ Bank of England gavE support 

to stErling for n t imE but in thE afttrnoon tht Brit ish 

authoritiEs wErE in and out at 4, 91 7/8-3/4, ThE dtmand 

for dollars i s both commErcial and spEculati vE s EE 

paragraph ont my 628, July 13, 6 p, m., and thtrt is s t i ll 

talk or it moving to 4. 86. 

ThE bullion markEt i s frankly puzzlEd by thE 

continuanct or t ht extraordinary dEmand for both bar gold 

and coins. It considErs that tht dominant mot i vE is now 

ftar of intErnati onal complications. But at tht samt t imE 

it is awarE of transacti ons with ot htr moti vEs , for 

EXamplE, I undEr stand that an ordtr was ~toutEd t oday 

through tht Swi ss Banki ng Corporati on (but not nEcEssarily 

for a Swiss national) tor pounds 200, 000 of s ix months 

gold against s ix months dollars . 
ThE 

\ 

• 
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-2- #651 , July 19 , 6 p. m. , from London. 

\'h t recEnt fall in the BErlin Bourat is rEgarded in 

thE city no entirel y duE to political consi dErations. 

}lore or le3< thE se.mt story filters through from Btrlin 

to tht c i ty, namely, that Ribbtntrop ~s bttn losing 

r~vor r ani dly and that thtrtfort he may think it dtsira~lE 

to push for some coup. His pos i t ion ia liktntd to a 

co~asion ~tnt r a thEr than a salaried tmployt t . 

KENNEDY 

HPD 

Regraded Uclassified



RE B 

Secretary of St~tc , 

l"'aahinJ,ton. 

65(., Jul.y 20, 7 p . m. 

London 

DatEd July 20, 1938 

Rta 'd 1:55 p. m. 

F<':! '.n EASC:{Y PROI.i Bm'TE!li'IO:t'i':t. 

270 

ThE dollar was bid at th£ openinG but as soon a3 th£ 

Bonk of En.;;land lEt it bt !mown prior to gold fixi.ng that 

it wns prtpnrEd to giVE gold trul y At about parity pria£ 

prtasurt for the dollar ocaacd. Aatunlly the Bnnk or 

En:;lnnd 'a tactics did not entirely auccttd in that n 

slight p~t :uum still persisted bt\t it may well disappear 

tomorrow. 

t\LP 

I ,I 

·. ~,A.,., .. 

:tENNEDY 
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Secl~t to.ry of State , 

\'lao~ · l.n;ston . 

C>SS , :!'".ly 20, 6 p . m. 

London 

Dctted July 20, 1939 

Rec 'd. 3:13 p .m. 

PO:t 7: :..\~ l!Y F;\Ol! EUT':'ER'70:1Til . 

To o.oo roo the 9rc=cnt Dritioh economic oi~~tion 

~nd : eneral outlook 1t•i3 convenient thio nonth to 

di vjde t't e ~.va ilablr ato.t~:J tico ro\l(lllly into i ndices 

reflcc t1n: t~E leve l or o.ctivity for a given t ime 

and b~.r.cr-lEt~r:J reflecting opinion ao to the fut, .rE 

trcnti . 

271 

Prcct• c ally o.ll the 1nd1cro for June rtflrct o. 

con·t1n" at·on in thE donnVIOrd trend or buointOO <lcti vi ty. 

A ou~o l:tm~~ ~.1 incrE<lOE in untm!>loyment which lf::.o widely 

op-cc.t\, e.:ctpt for o fEW ocaoonnl trodto , furt hEr 

occen~-.:ottd t hE dcprcoocd contl~ t<.on or export inductrtES . 

Indeed 1nd,otr1a l cond~ tions in til£ bcoic indu:~tr!<o 

r.crc wor ac!'l:.n3 t o a crit i cal •' r;srtc . The decline in 

merc:mtllt oilip~lilding ordero to about 50, 000 gross 

tono f or t :1C o Ec ond quartEr of the year no ccn9<1rtd 

"ith 250, 000 ~ross tone in the oorrcoponding quort<r of 

1937 1o ca· ·.oing much d1sc, uo1on or the 

mrnt o1•bo dy of thio induotry in op1te 

nttd for 30v£rn-

or th£ gOV trnnent I 0 
naval 
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2 - 653, J·,ly 20, 6 p .m. from London, 

naval o:-C.cra . Coal mining copecially tor the export trade 

is al•.l'fcr;; ng f rom German subsidized coal expo Pta and 

the need f or .:;ovErnmcnt assi s tance to the British coal 

inch>.:Jtr;· !3 being urged, The cotton manufacturing 

iru'.U!Itry con':• nucs conoideration of ita reorganization 

and a bi ll i s now being draf ted to enable a majori ty of 

firma t o c~~pcl thE minority to fall into lint in an 

Elabora t e sch EmE for p1•1ot fixing, p:'Oduction control and 

the scra9pin3 or redundant plano. Ueanwhilt the JunE 

cxpot•ts of cotton cloth arc the l.o.,ut for 85 years . 

The \'lool ;no.nufacturing industr y B\\ffcrcd an increase i n 

unetn!)loymcnt in June but c;:por ts lmprovcd slightly. 

Iron nnd s tnl production showed a very marked fnll i n 

June and thoush this is due in part to a bnormal accutmln­

tions or atocks the peak production level• or last year 

cannot be cx~cctcd to return even with the special 

atiritnlua of o.r~namcnt rtquircmenta especially if the s!".ip• 

buil(J.n:; !nO.uatry conti nutG dt:>t'C33td . The varioU3 

EQ31nccri ng t~adts though in o. bcttcr pos i tion than 

oomc of t!lt above mentioned bo.aic indus triEs nrc by no 

mcana proapcring. 

( EIID 1SECTI0ll O!IE) , 

KLP KENNEDY 

•• 

' 
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REB 

Stcrttary of StatE, 

Washington. 

•· 

PLAIN 

London 

Dated July 20, 1938 

Rtc 1d 3 :23 P• m. 

653, July 20, 6 P • m. (SECTION THO) 

Though exports of mach1ntry and vthlclts mjoyed 

273 

tht distincti on of being prnc c1cally tht only items in the 

main export classifications which showed an increasr over 

last year , thE export outlook tor thesE tradEs is not 

promising. ThE incrEasE i n machinEry exports is due l argely 

to tht delivery of Russian orders placEd i n 1936 and 1937 

WhilE the increase i n thE EXports of VEhiclES is dUE 

largely to thE dElivEry or a ftw large ships to ovtrscas 

cuatomtra . Exports of aircraft a small i tEm though hlghtr 

than a yu.r ago wErE less than in Kay whll c exports of 

rail vEhiclEs and parts wert up on both lnst month o.nd 

last ytar but n£W ordErs for such goods o.rt not kEEpi ng 

pace with dEliVEriES • ThESE two ltcns, machinEry and 

vehiclEs intendEd to affEct the total export figurEs 

suCfi ci Ently to check the downward trend in total Exports 

but ns thty art both itons i nvolving lon& pEriods of 

production end as nm orders will be slow to comt cvm o.ftEr 
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REB 

2-#65(J , From London, July 20, 6p.m, 
Sco , Two) 

after n general world improvoncnt acts in the general 

export outlook cannot bt said to havE improved by the 

month of June, 

ThE import statistics for the month showed a sharp 

reduction in th£ total value or raw materials imported 

every item in this classification sho71ng o decrease on 

last year and every iton except popcr making c:>ttrials 

showi ng a decline on the previous month, ThesE figures 

reflect not only pri ce reductions ond a bettering of the 

terms of trod£ for Great Britain but cleo substantial 

dEclines in the volumE of materials brought in for Bri tish 

manufacture so that thEy indicate o further decline in 

plans for industrial activity , Increases in imports of 

all the major categories of foodstuffs wert recorded 

however a fact which is probably due largdy to d£frnct 

atoragc activity, 

Other indices such as rn.il traffics, bonkers clearings 

and new automobile registrations oleo moved downwards . 

Building (lCtivity continued ct (l hi(l}l level but plans 

approved decli ned slightly og(lin in June , 

Statistical data rtfltoting sentiment oa to thE futurE 

trrnd on the other hand vras notiotobly o.ffc,:~tcd by the 
chong£ 

l 
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REB 

3-/1653, From London, July 20, 6pn 
(Sec, Two) 

changE on VIall street towards the End of June , Tht 

FINANCIAL TIMES commodity pricE indEx based on tht third 

wEtlt or SeptEmbEr 1931 as 100 which has bEEn falling 

sttaaily since the spring of 1937, standing at 136, 8 in 

JunE last year, touched 119 , 1 i n tht third WEEk of June 

this year , It rose to as high aa 121 , 6 in the first 

weEk of July, ThE turn in thE trend of commodity prices 

must bt regarded as thE cause of the change in sentimEnt 

sincE the international situation cannot b t said to have 

cased sufficiently to effect any major renewal of confidencE, 

The bEhavior of the Stock Exchange reflects tht general 

opinion that tht turn i n the commodity pricE trend is 

signifioaut and likely to EndurE and the London Stock 

Exchange following Wall Street fairly closely has been 

activE sinCE tbt latter part of Junto The FINANCIAL NE!fS 

index or prieta of ordinary sharEs bastd on 1935 as 100 

rest from BO on JunE 1 to 89, 4 on July 7 subsEquently 

dropping back to BS, B by July lB, lltGnwhilt thE samE indEX 

basEd on 1928 as 100 for fixEd inttrtst sEcuritiES rosE 

in tht same period f r om 12803 to 136 and has remainEd 

steadily at about that l tv£1 sinot July 7 , A crop of nEW 

issuEs to bt floated in London is also significant and 
though 
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4-#653, From London, July 20, 6pn 
(Stc , Two) 

though thEsE constitutE municipal loons and f ixEd intErEst 

s t ocks thEir oppEnronct is regardEd as a sign of rEturning 

confidEnce on the port of busintas . 

If thE changE in sEntimEnt which is due almost 

entirEly to thE EXpECtation Of business rECOVErY in thE 

Uni Lcd Statts proves to bt well founded there will bt 

somt inertast i n busin£3S activity in Ortat Britain but 

British Exports cannot bt cxptcttd to incrtast substan­

tially until aftEr a considtrable timt- lng. FurthErmorE 

tht growing diff i cultiEs of thE grtnt basic industriEs 

rEquirE mort fundnmtntnl adjustments than a sli ght or 

tvtn substanti al upturn in thE world Economic activity. 

( Oro IIESSAGE) 

KE!I!IEDY 

HPD 
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COP! 

DIPABtwt OP' SfAtB 

Waahtncton 

.ru.ly 20, l9,J8. 

II)' dear 11r. Lochheach 

I enclose three copies or telecraa No. ll.JS or 

July 201 1938, !ro• the '-erican Eabassy , Paris, trans­

mitting a rearranged schedule or appo1nt11811ta tor 

Secretary llorcenthau whUe he 1s 1n Paris. the Eeassy 

r equests that this .essace be co..unicated t o Secretary 

llorgenthau, 

Stncerel7 yours, 

Bnclosureas 

.J copies, Ko. 1135, 
July 20. 

llr. Archie Lochhead, 

For the Secretary or State: 

/s/ F. Linsey 

Frederick LiTesey, 
Acttnc .ldT1ser on International 

Eeonodc A!!airs. 

Technical Assistant to the 

Secretary or the Treasu.r,r . 
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Secretary of St ate, 

Washington. 

ll3S, July 20, noon. 

Copy 

Paris 

Dated July 20, 1938 

Rec 1d 9138 a.m. 

To be transmitted through t he Treasury Depa rtaent 

to t he Secreta.ry of the Treasury on the hi&b aeas1 

Your appointments bave been rearranged as f ollows 

due to the change in hour of your arr1Yal1 

Saturday July 23 you arrive presulll&bly between 10 

and ll p.m. 

Sunday July 24, ll a . m. , you and Mrs. Morgenthau call 

on the President. 

l p . m., lunch f or you and your f amilY at Chantilly. 

Blum • ill be present. 

8 130 p . m., diilner for you and »ra. llorgenthau at the 

residence of the Minis ter of National Bconollf(, Patenotre. 

Monday July 25, l2:lS p.m. , you call on Marchandeau. 

279 

l p.m. , you and Mrs . llorgenthau lunch with Marchandeau 

at Minis try of Finance. 

8 130 p.m. , dinner for you and your f amily 

Embassy residence wi t h .aabers or the Cabinet. 

at the 

Tuesday 

• 
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-2- 11135, July 20, noon, tro• Paril. 

Tuesday July 26. 

1 p.m. , you and lira. llorgenthau lunch at the Quai 

d' Orsay w~th the Minister tor Foretcn Artaira. 

5: 50p.m. , depart tor Ant1bes. 

Best wishes. 

BOLL ITT 

RR:Y.'WC 
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EG 

Secretary of State, 

V/ashington. 

663, July 21, 6 p, m, 

LollA1on 

Datcd July 21, 1938 

Reo 1d 1:45 p .m. 

FOR T!tEASURY FROU BUTTERUORTB. 

Asked 1n thE Housc of Com:sona this artcrnoon 

whcthn- as a result ot their convcrae.t ions with thE 

Governments or France and thE Unitcd Statts it was 

thc 1ntmt1on or His lls.jestyta GovErnment to take 

steps to advance thE qU£etion of stabilization of 

ourrcnoi co the Chancellor or the .Exohequcr replied 

"No oonvcrao.tions or the obaro.oter suascoted have 

t oken plo.oc o.nd I have nothing to odd to previous 

atottm£~ta _on thi s subject• . 

The t cndency or thc dollo.r to opprcci otc 1n 

tcrmo or sterling oncc ogo1n oaocrtcd 1t­

oelt. The dollo.r opmcd a t 4 . 92i but woo bid down 

a t gold f iXing to 4 , 91 . 5/8 WhEr e it ho.o rcmointd t or 

thE reot or thE day. ThE Bo.nk ot England did not 

purou£ i to to.ct ico of ycstcrdo.y o.nd perm'ittcd a. pcnny 

prcmium to be mo.i nto.incd. 

Tb£ d£mo.nd for gold oont1nueo· unGbo.tcd , 
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P.l!W>BJI.t.BI OF TKLmRJ.K UOKIVZD 

I'ROM: "-r1oan ~auy, Parh, France 

DATE: July 21 , 1938, 6 p.a. 

NO.: 1U4 

FROK OOOI!RAN. 

282 

Today t here wae 1noreaa1ngly heavy preu ure on the 

franc . The contr ol apparently yielded more sterling than 

any day thia week, at a rate of 178.18. There ie a con­

tinued large d e-nd for dollara. Las.zda, who prew.ably 

have taken a str ong poai tion in the dolla r , are tan.tng 

it up , aaying aterling will go baok to ita old parity. 

There 1e continuation of ter rif ic demand for gold 

coins. 

Stat-nt of the Bank of France aa of July 14 showed 

coverage 47.81 versu.a 4?.6S, with no importa nt cbangea. 

In the preea t oday ia a atory denying the report of 

yesterday that a Franco-German agraeMDt on trade bad been 

reached but that negotiation• on f i nancia l aepech bad 

not been euocaaa!ul IUid would b e ru~aed l ater not in 

Pari& but in Berlin. The report 1n today' • preu is that 

t.he aenaral negotiation• have had no break and that they 

will oontinue with regard to both phaaea , which it ia 

felt are related and cannot be separated. 

Soae of the depreeeion today oan be attributed to 

the atrike outbreak i n the J.nain coal induetry of the 

northern 

• 
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- 2-

nor~en pa:rt of ~aDele 'llhioll 111Yobee aoae 30,000 aen. 

Thie atrilte haa ooae 3uat when an effor- 1e beln& Mde 

to 1noreaae proctuoUon tn the ~enoh ooal tnduetry. 

Teeterclq the oaae of the Bank of ~anoe Spanieh gold 

Cllllle up &gatU, but W&e poetpODed lllltll January 35. 

BOLLI!!. 
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Dow-.Toau 1:00 
111.17 21, 111:18 

Paria - O. S. sec ... tU)' ot !HUU17 lloraoath<ou 1o 411a 
to orrin 111 h'uoe S.W1'4&J' anatna tr<~a Oa l ta4 Stetoo. 
U. aill • tal\ a ltb Pr.,.i4eat lABl'lla SWI407 mraiaa aa4 dll 
4iae tba - 411,7 • i til 111Dioter ot llaUoaal looiiOCIJ Potoraotro . 
Oa lloD4&J' be will luDell with til& rtauo• 111Diotor aa4 will 
Mat tile Cabiut 1111liatero at u -. • • ,. 41aaer th<ot alabt. 
Qa !llea4aJ' be will lWlcll wttll ro ... laa 11111Ut&l' Oeorpo -t 
aa4 • Ill loan tor t ho aoutll !lloo411,J onnlaa. 

seo,..Morgutbau laot '1'1aite4 h'uM 1a Oatobar 1935 oa 
bio • 01 b.- t.- Spaia. 
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EG 

Storttary of Stat£, 

Wa.shington, 

670, July 22, 6 p, m, 

PLAIN 

London 

DatEd July 22, 1938 

REO l d 2 143 p, m, 

FOR TREASURY FROH BUTTERWORTH. 

STRICTLY CONFIDEll'l'IAL. 

285 

ThE following EXCtrptS arE qUOtEd from thE spEECh 

mad£ last night by Earl Stanhope, th£ British TrEasury' s 

s~oktsman in thE Hous t of Lords , in rEply t o a spttch by 

Lord Samutl mad£ during th£ dtbatt on thE financE bi l l 

urging thE British GovErnment to stat£ that thE Br i t ish 

war dtbt is not a closEd chaptEr, Thtat paragraphs may 

bt Of i nttrtet particularly in ViEW Of thE fact that thE 

Bri t ish Trtaaury wmt out of i ta way to call my attmtion 

to the faot that this statcmmt would bE mad£ . 

"I can otrta i nly say that so far as His Majtaty' s 

GovErnmtnt ar t oonctrntd thE quEsti on baa n EVEr bEcomE 

on£ that is thought to bE olostd and fini shEd in any way, 

I am anxi ous not to upstt thE situat i on which is by no 

mtana Easy: and as ptrhaps this i s not thE btst mommt 

f or d1souaa1on in viEW or thE nEgotiations wt art having 
with . 
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- 2- #670, Jul:r 22, 6 P•• • t'rom London 

with rc~ard to trade mattrra with thr Unittd States from 

which both of us hopE to obtain an Earl:r and satiafactor:r 

agrr£mtnt , your lordships wi ll forgive mE it I make . a 

statement not so much in m:r own words aa in words prepared 

tor mE b:r thE various departments concerned who havE this 

matter of course under constant consideration.• 

.ltttr quoting the statmmt which conc:ludts th£ 

British GovErnmmt ' s note each half :rear exprEssi ng willing­

ncaa to reopen discussions whEnEVEr a aatiafactor:r result 

might be expEctEd stanhope went on t o aa:rt 

"Thtrt i s not much that oan be addEd to this statement 

but it may bt wEll to contradict th£ ouggeati ons somEtimE& 

madE that His MajEst:r ' s GovernmEnt fail to rEcognizE thE 

grrat importancE of this quEstion or that thE d Ebt has 

bEEn rEpudiated: such suggesti ons arc EntirEly unfoundEd. 

The noble Lord, th£ lEa.dtr of tht oppositi on, I think, cx­

prEaatd the hopE that this matter could b£ discussed bE­

twEEn thE governments concerned but I am sur£ thE noblE 

Lord will apprEci atE that bEfore thE GovErnmEnt of thE 

United statts oan put any agrEEmEnt into operati on th£1 

will havt to obtain thE assEnt of congress. TherEforE I 

am quitE surE thot both hE and thE noblE Viscount who 

raisEd th£ question wi ll appreci atE t hat i t is nEcEssar:r 
to 
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~- #6701 July 221 6 p. m. fra!1 London 

to oona1dr.r not only the opiniona ot the govtrnmtnts but 

of the peopl es conor.rn td. Nothing could be more disastrous 

than to raise the questi on at a moment when there cannot 

bt cr.rtainty of get t i ng a acttlcmcnt acceptable on both 

sidEs of tht Atlanti c . 

Thc question of the British war debt 1s bound up 

with the question of 1ntcr- govermrntlll debts as a wholt 

and tht dtbts due to us art considerably greater than that 

due by us. The question also has t o be considered with 

rtfcrrnoc to our balance of payments and to thE stability 

in inttrnat1ona1 exchangEs which it is the desirE of both 

thE United Statts Government and His Majesty ' s Government 

to maintain to the greatest possiblE £Xttnt. I think the 

noble Viscount will c ertainly corroboratE my statemEnt 

when I say that this question is perhaps of even greater 

"' i mportance than tulY paymmt of debt due by us to the 

United States • thE quEstion ot mai ntaining the £Xcbangts 

and thE stability ot tht sterling and dollar ar<a and of 

coursE thE franc area on which thE three governmEnts 

recently came to on agrul!lrnt . It •ould requirE very 

careful considr.ration of thE attitude of thE public mind 

in that respect. That and other aspects such as thE EX• 

change of trad£ cannot be i gnored in constdui ng •hctbcr 
circumstancts 
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- 4- #670, July 22 , 6 p . m. from London 

oiroumetnnoES nrt such as to warrant the hope that frEsh 

negotiati ons would lEad to a satisfactory result . But I 

hope I have sai d Enough to convince your l ordships that 

th£ statement at thE End of thE Whit£ PapEr which as thE 

noble V1soount said passes twict a year bEtwEEn us and 

thE UnitEd Statts is by no neans a form of words but onE 

which has l Eft thE quEstion optn for oona1dtra t1on at a 

moment when both govErnments fttl that "' ar t likely to 

orr1vc at a solution satisfactory to each of us . • 

(END SECTION ONE) 

KENNEDY 

HPD 
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PARAPIIIUU Or UOfiOI ~~a.-.w 10. 810 of 
Jlll.T 33, 1938, rRtll tKJ: IO.U IMBAiet, Lcmx:. 

The Aaba .. a4o:r baa 41:reoh4 u to 1tate that it 

1e hh op1n1on that the :ri1ht at:raittrf f o:r our country 

to pu:r•u• would be to haY a all in author1 ty ab1ta1D fr011 

making oo-enta on the war 4abt probl• of Great Br1ta1n, 

either at the preaeni t1ae or later on. The illlbaaeador 

for hie pari baa a a4a a point of not being drawn into 

any d1aou .. 1one, iantathe o:r othe:rwhe. Be beUnea 

that auoh an att1 td4e 1n the long run 11'111 be the moat 

effeothe an4 t he beat calculated to get Great Britain 

to taka up the war debt pr obl• with ua. 

EliD .ILISB.t.GJ:. 

UDIDT. 

U.:Lft 
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P.lJIAPIIlU..I. OJ' 'ULJDUJI RIO.IV.D 

rROJI: Allerioc •b&aey, Parh, Prance 

DA'l.l: Jul.)' ~,1938, 8 p .a. 

110 ., 1H7 

FROJI OOOIIIU.I. 

Today there waa aoae illlprOY•ant in the franc. 

The contr ol wae not obliged to gin up aterl ing until 

late tb1a afternoon; th_, at a rate between 178. 17 and .18 

a .-11 UIO\IDt wae eold .• 

Better aarltet tor rentee and ebarea. J'ollowing happy 

T1a1 t ot Bri Ullh BOT&reigna atmoapbare aoen hat 1.~~proTed. 

Tight moner .arltet . 

Todar large banka did 111\lcb rediacount1ng at the Bank 

ot rranoa. J'or the next two or three months t he Go'rer n­

meot will ratuaa to consider a ny new r equeete for raising 

prioea. 

BULLift . 

C /I .I ~ I ,t 

' 
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TO Ill CONSIStiiiT 1 'lr1Sii TO &m'PlJIIIliiT llf JIOI'MC!!Il•TIW TO YOU Pt11 

oOIII"11!QLLD 07 ~ PIIIUQO 1 SUOOIST 4I'TIR O.t.LIJOIUIU PllDii!UIS 

YOO 1Il13T Ol'l'U .!'OSlTIOil TO JIJ'1'f OOOillilll AIID 11 Ill RUUSZS TO .lllOEPI' 

'!iWI Ol'JlR IT '.1'0 P1IISTON D&UilO PIRIOO IBST RIQ.UUI6 

l!SNR'f ~ 1ll 

Dl WU PAOOS 'I'l!EI1li ABil NO C~ 0'1 ~y OR O'Im!RWlSE 

PII:RlOD ABil 'lliKlli AllY IN P.t.RIS PII:RlOD IU.VDIO A aRAND TlllP PIIUOD 

IJY !EST TO YOO ALL 

• 

Regraded Uclassified



COPY 

TREASURY DEPARTII[BT 
Telegraph Office 

1938 JUL 25 AM 8 15 

110 2DN 37GOVT EXEC 

OSS HOUSTON JULY 24 1938 

GOVT EXEC TREASORY DEPARTIIENT 

WASHINGTON (DC) 

FOR HENRY II)RGENTBAO JUNIOR IN GALAPAGOS TBERE ARE 110 

COMPTROLLERS OF CORREIIcY OR OTHERWISE PERIOD ARE TI!ERE ANY 

Ill PAR IS PERIOD HAVING A GRAlfD TRIP PER IOD IU BEST TO YOU ALL 

ROOSEVELT 

743AM-S 

2!32 
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MORGENTHAU-MARCHANDEAU CURRENCY TALK~ 
PAR I S -CONVERSAT I ONS BETWEEN SECRETARY OF 

TREASURY MDRGENTHAU AND FINANCE MINI~TER 

MARCHANDEAU WERE FOLLOWED BY AN OFFICIAL 

STATEME NT THATY -THEY NOTED A PERFECT 

FUNCTIONING OF THE TR I-PART ITE CURRENCY 

AGREEMENT AND AFFIRMED THE I R MUTUAL DESIRE TO 

ASSURE ITS MAINTENANCE-

IT IS UNDERSTOOD THAT THE OPP ORTUNITY WAS 

TAKEN TO EXPLAIN FULLY TO THE AMER ICAN 

SECRETARY THE PROBLEM OF FRENCH F INANCES WHICH 

IS DOMINATED BY THE OBLIGATION TO SHOULDER THE 

BURDEN OF EUROPE- S POLICEMAN OF PE6C E 

MARCHANDEAU IS BEL IEVED TO HAVE ' EXPRESSED 

OPTIMISM WITH REGARD"TD THE IMMEDIATE 

FUTURE CALLING AT TENT ION TO THE SATISFACTORY 

INIT IAL RESPONSE TO THE NEW SHORT TERM DEFENSE 

, BONDS 
HOWEVER HE IS BELIEVED TO HAVE DISCUSSED 

THE QUESTION OF CONTINUED AMER ICAN AID IN 

THE EVENTUALITY THAT RENEWED PR~SSURE SHOULD 

MAKE THE FRANC UNTENABLE AT THE 179 FRANC TO THE 

P OUND LEVEL 
THE FRENCH MINISTER ALSO STRESSED THAT DOUBT 

REGARDING THE MAINTENANCE OF THE PRESENT GOLD 

PAR ITY FOR THE DOLLAR IS AN ADDITIONAL 

DIFFICULTY FOR THE FRENCH FRANC 
PLUS LEON BLU~ 

LEADING CABINET MINISTERS 
OR OF THE BANK OF 

FORMER PREMIER AND THE GOVER N 

FRANCE WERE GUESTS AT THE MARCHANOEAU 

OF SECRETARY MORGENTHAU 
LUNCHEON IN HONOR 

' 
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COPY 

Via Coast Guard 

July 25 1 1938 

P'OR SECRETARY IIORGEII'l'HAU 

FOLLOWING 'l'ELEGRAII RECEIVED QUOTE USS HOUSTON 

JULY T\'IENTY FOUR FOR BEIIJIY IIOR.GEIITHAU J'UII lOR COLON IN 

GALAPAGOS TRER.E ARE NO COIIP'l'ROLLERS OF CURRI!IICY OR OTHERWISE 

PERI OD ARE THERE AllY IN PARIS PI!RIDD SAVING A GRAND TRIP 

PER IOD lrl BEST TO YOO ALL SI GN ED ROOSEVEL1' OliQUOTE 

CBAONCE:l 

\ 
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of I AClllLI. ao 0 MPW\lo \raNI- ... 'looYlll - l ... het la tbo 
}"0 lrll" of ..,,.,. ...... •• u-. u -'ber 1937. ,.llo poll co 
Cl.,. fall oretl\ \o \lito ortlw for -~~~~ oll""laet t 'bo nocuaq 
••U eDOO, JACUU _. ll'ftO\H Ia llq, Ia ~rlcll . -·• ho lo 'bela!! 
btU poiMISq ox\ra41U" p-.ll-.o. 

Regraded Uclassified



f!l ~-!~ fi f i :~i ~~~ t!1tl flf il!'ii;li 
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![: i !f(~-•~:~· i- .,. fl ., ... ~., 
111 ~tsa 1J:.'fiS fl~ l! I fil ~~ flfJ; 

, uhl If (II .. (It 1 ! f;' !r' ar:· •tl .• 
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;i ~ !ir~;1 i1lr It! 1!i ~ 't' !11£f.tJ) 
:-(f ~~1 ~:~~i l l ol I -i l fs!r fi'.~ I 1 • ._ ;:s .. ..1 ~... I & .,l al a :2 U l s.. ; lt r i (! i • I l f. : ;tt !\/ 

l ' 2!t• ~ r'• fir i ,• :.. l~ ss~, ~-
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SJ~R~, • ,...,.,.. • s.r-, s.r-u .. au ••• _.. .. uw~uea 
of UDOI •• ct- We atnw- u .. looton CIUlot- u 
- tetlal\e17 ... , ... -· -"'"""· la -''"•· ·-.: wMIIe ~la elf\ea ...._. wl~ \lie lva\a • tile •Un ct .... 
,..& lata ... \Ma - o-.olabl .. , U UOI \111•\ \lie ...to ao .-...,, 
\0 al&a la • IIIla. lawow la ro\ntipll\ l\ - •lt - _, 
\bero •• 1.- of~,,, ._,. llaJ., ... t o \lie faa\_, OUIIIOI 
•• ...taaftlot._ far CADOD _. lito -•t• IIDDr!J . QlmlOW loaa 
- ...._ arraaW la aettoa wUIII tile L'IOI •""· 

PJ!Sll l tr PJ!;!Xh - PISSJI ta ~ h loo • l .. Mtal 
- ~Ia otftw ... CJ"tlloat \e \be lva\o _ .... - .... '-!U 
.,... - ...._ =t t• wt~ 4I!I'IIDOJ _. - to" fa~ tlloo lllwt-. fta 
.uta ta •t• 1oe u-. u ta \Moocllt, ,..., ........ •'"•••-•· 
......., .. \lie ~ &J'IICI fMa OVUIOI 1 o - -... Uoa lalooP­
ator, ••• \0 PDSII' llooaoo, All la \lie - of GlllllOI, ut-­
lJ, Uoaro la ._,, la- a!Me .. \0- &tole\oi'OoW ..n \he 
,....... .-uw &u .. wa ••-· 

JAillll!t lefla 1'" ......... - 0 .... , ... , .. , - · ·- IWIJI1l). 
lla lo\or of Cllolla at ...._...., tval .,._ a falao paoopori \o 
CIIDAI, ...... & Moo -· ~ J?J.C\ILA, U h t'-111\ \loa\ 
\lie -.-no\ a\llorl Uoa _,. _, lllo -.1 • • Mla\o\or of 
~u.. Lothro • • ,.., "'- IWlllD ... J.I.CUI.A, ..,,.., -
to \llo llouola af We 3tf\ea, - alao """' of _, loelp, fW 
\Iter l ao.,. • -~ .. \e tloo ral&\toa•tp •t• loaa wd- 'Ita­
,_ Ule ... -. 1ft Po1!r1U7 IWllliD - to Pula . fto pta. 
ter IIll a trt p - - \0 ~Ia otnao, _. lila _. ••- tltrlel 
lo ll -.note& trip. n ,...,..& \0 loo, ..... ..,, a -Uoa of~-
Uoa *toto lllo •• ...tua\17 tr,l .. to - tor oo-n• la lo ala 
..a.r - of .Sa &tpl-Uo ,.. ..... . All a •t\01' of tee\, Wo 
wUYl'F oa .Sa .-r' ..& oa tile .-r' of 'IA(IILA ... IIIlo _,. ... 
h ,.......,, _, '" lila • - - · 

.lll.m• 1111- 11~ 1011111, ll&lo\11' af u...., •' '-• 1e 
-~ troa s.ro,..uoa ~~- tr aa tatoraor -"" alao ,_ \loa 
Jl.aJU • .._,.. , ta 'Ita • oU u-leta of \ltlo - · -
-•17 1oo llooo 'Itt• - -~u~ ._t-. ~ , .. ,,. lila ... 
..a. ,._ ,_ \o • .-.... ,_ report• roaotn <l hw \llo 
le\oll pallw, w ,_.._ lila ,_... .. , wtotto are ta .. ,...,.tao 
al\111 ..... lo • ....rl tlaa. 

~~!iiftlt~~~llelp= 1\o tlloo ..--• of \llo lofla polloo "'''' ' - .... , ......... - ..,. 1._.. "' tlolo 
\rattle, w ..... M& ,.... - tafo ..... t .. t.tM otllont••· -
•- of \lloal~ ott• wl.\111 Uoa lo'IOII-MGIIIIo •'*· w -
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''IT' FI" lah-'t• - ,..,...., u. ...,.... "' tllto .rn .. u..• ,....1\11& la .._ Ufto\ el IAIIIOIOO • a -l• ....... 
... - "1 ..... • Wl el !j(),OOO '"-• lloUe ou.\ • lall 
heW\ , _ tw Ooda. 4 -.M wrtl- \a1&.,. or UIIDMOo '• 
~ ..... u ~ an. 11e l.et\, chtac • late ... uoa .... 
\lie 'Ma\ ea *'* lie - \ra..U.... fth - leu""' "r \!ole er­
n ..... • .._ --· ,.,.,..,.._ , ......... "'"' UlliOSOO 
.,. • .-nw w ...-n ,_ ,_'" • L'I'OII.., , .._. ....... 

a --em.. lie wl...., We \1 ...,._, --'o~ la la 
(~) - ainU et ..._lac t.ollaaW la \lie atfal r . 1\ wlU 
t. n.lle& .._, ~oo. *ll.e • ...... te -. nee!* 
w\n l ou •= - ~ "'llM'. ftoe -. .... lleb4 '' -. 
\ala ... - ., ....... , . ,....,uo, - · - .... ral \lael .. 
\o ~' \loq- W..tltl .. lla - .... _. \ b.e ,..., •• , a1....,. 
-· la the ,....u... lt_l, '"'-" .... ,. .. , ... 4 ~ • ...., 
.. ..,._ \ lla\ \lie -..., - ~Itt .. - ' '- - \ !a\ \ lie -
.._ - •- lir - OOLD.&Ill. to \lwn ..... t \14 U. -.w \1 
N'ft .. 101 _ , 1"'"-tloa \M, W - •nl .. OOLDll'\~l! . oM la 

~1.1 lo \lie l ... l'll' w eon -1114 "'" ' OOJ.Dr AU ""' l ba -
•t ,.._.,_" l a '~"""•· 

,.,. -.r- .nu n.11 ..,., - "•• .. uttM UJIJJOliOO- • 
.-e \1 a • ...a. lt _.. an e ah \1 - Iota ..,.u .. ,_ 
O.la ... lie wo ..,...., ,_. a\ 1 .. T•"" fer nelaUoa er lolo poftla. 

I'TZIIJP!!t 4\ U. ........ et \ 'le ...... IU.ft~O we 1--
la ._.,.. ~· -. •• \ o II ..,. It'• es-,.d l e<l ,,... 
\lie\ __., - p1aaM oa a Mol\ .. , ,.. 11 • - · 4\ \lie l.el\11 
1'1- 11w WI _,....._. - lieU tw ....... lU• \1 \llw Oai\M S\a\11, 
•• k \r\11& • • lll&l-' tor _._ \1 nela\e \lie -'ll 
lew. 

~CI!!41D• ftte .m .. _,.... ... wt\10 - ...,... ta "'" ""'"' 
... mre&tU• •t ICIIW.dY1i tr. ll'raaee \1 . .. T-. \1 -
oa ta.tln•a\ ,.,. .. _, ...... •• ..tela\1 \ lie aroot\l e ~. 
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"'- .._,., .._. -u ... '-·~ ,_ • .._ teltee 
a..,t .. taMHt ... ettena. u - .._•1\r \lou ., .,. ..._:. 
.~,. _, ., , .. , "'-' - f..a. ~·-.... ... .._ ,.u. 
,_ at tM t._tur •t Cldii!IO, a..n.. .._ ... tnet of ... "'" 
......, nett, ..... '- pod la lite rnr •anrr •• u. .... , •• ot 
II.UUl.ll l ut .... LUO, .. - •t tal~, - .. ep!M - ot-
far\r \o 1-.n lila 'taer w-. · ruar,_l- M ratlet, 
u , .. ...,_ -..., • Uoa - .... IIA' RAl.ISl - OAOl.UJO a.­
~. '-t • wttw '--'· 

ftre4 U. ldtiMt'" ot _ .. ot ate ornw, 
-0 UIWW -tlp la ........... lie ef ooret \o 

wll l lttt. or m ' u... a. affatr -. .,_.. u. .., t. 
•M&Salac ~-'- .r _, ~- .. taun t. '"- Jt.U• 
trattte .., ''- -ran at a __,......._ -. - • pplTbc 
JOU 'G.IA). ftlen -. -... wtet -•u-n r, w ,_., <- tr, 

...... -· ,.. t-.11:1 .. -- lr , ... lta.U. --· ...... ,..... at U. WI I 1 1W wtll ... '- .....,_ M Uoa __,...._), 
53 lttlw er toe..ta • ..UU.O to r ;;uet \o '-- ef Uoe leatt., 
....... ten ., _., .. -·tat ta\o , ... O.tte<l ...... lr .... 
1\oltee Llaee, 

--- .... u t ............. --"--=-·L- 1Ja1W S\o ... , ......... foll- flroa tlaa \o tlaa 

la laat --· - U to llepOIJl '"-' ..... Uoe SV.\o ..... a 
ltttle - \tee M IIi'" M U. altair f&U.U - lie -·• I I 

'P"""'' ....,, ODUJ.OD to eatt "' Uoa - to '- the ~ 
trarn- ta ,._ at u.a F ' ,.... 1-tn -~ • .a 
.. - Ue l'i.t't ) ' -· ._.._ IC!IQt.D, ... le at J41 t la 

Putr _.., a ._. .. - · wUl loa -'"'-· It t a ~· Uoet 
110 lttlH at epS.• -•1:1 .. twt •• - !llo - - - t.­
\oatel teran.oD. 

rgmlt ftlo- • ..-taM of -lUll. CAIIIOI'I. mvwn 
aat «1111011, - _.,.. ...... 1:1. ftte ottt• t o ~ " ' 
,. 11 .. , • a ..,IT ot WI· "•• Uoe- of*'* to­
,.. tot\altalJr -. .. , ..... - ................... to 
POJ:ftl • ., oo!11D•. ..,_u .. uae " ' ., Plnftl -. -
ct ............ - .... .-1 _,_ trrilll Uoe ,... .,.,. 

DM'NUM' ••• • ,,.,_, , .. ...._, of ~'' - to 
U. ~ at Parte - a-ut-. H _, ..... __. .. ::.lo 
tlffleal'F .... " - a1Jr .,_ "_ ... wt~ u. ....... pO 

2~9 
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a.t r. OC!!f.!MO!IJSI• ftla '- a f'a1'-7 at llbplJe, 
Tt~c~tU..la. ftw 4 • lat- Mtat l a of ,...,..u .. - .~ 
tal ... wlo\ell i .. late \ M\ ,..-u .. \e _. ia •-• of -'" 
-.-...-- te \M ~ lie••-••· tM - aoboc iota tM 
IU lol\ traJ't to. tw ..,1.,_ at tM _..., ~ - ·­
-'- I I .U. ...... trivplM'l\lae, fto •t\er - '-a ,._ 
,. ......... Jloce•t. -- ' · ..... -lT plaoa4- ~ 
....... la \M ~ \e - \M\ a ,.,.,. I \ la ltapt of 
a11 ,..., •• ,, et ...... , .... a11 rw•••· 
Re•'e1 Sl!ft"IIJIII Pft'la"lT \M Juopot =••"• af .,....., .. 
,_ , .. •" • .. .... '--_...- ''- ... fiaM, 
1-\}T, fw ... ftn\ \lae0 'Ia ..... a J!dl ... IF l o 15 ..... 
U la 'lal~ .W U.. aoUnUoa of .....- of •11 atnoa ..a 
~ .. "_ .. ... .... ' -- ·-· \llla --· tM ..t.- w.Mr IIICOU.. la. 

JJO 
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,.......,. ......... ,._ - Jlla- Ia • '""* ., ,.,.lac te 
_,_ u.. ~ ot ..-.. _,n .. , or ., 1 .. , ot '1'7111C -. 
e" \lie dfl"" ot Jlu o; 111 -lrlH l o _,_ \llalr .,.. 
law. fte lat\er :aapreealoa le •n ... ,. •• ..,. npn ...... 
tt•ao .. •• _, _ _,. ~ """""' Ia 1M\ \looir _,­
......... ,._ ...,_. _.,. .,ola\ ........ ~"" eall e4 .,.,_ 

u .. tar_,._ ,._ ~. -·· u.. -••U•ao ... OC"e­
••'" -. wi\lo \lie Utterwt -\rioo of --· \lie la\w l v 
ot lal-u .. --•lac nela'lalo ot ..... ,. 1a .. lo te "" 
••l T Wwoa , .. o-soolalor ot ._., .. , •• ....,s,..tw, -
• ... ._,. ,._ Ia _.. _..,. at -.. Ia - _ , _ 

poll• ottlolalo - ... ._~ la • .,.... -'rloo, ~lla "-1\11 
ar o~ dtleialo. 1\ Ia _,_ \o VT t. .. ottooUn -

~ .-.u. "-1\11 alal....... ,.u .. - -ot "" - .......­
••H• om-.. ,.Uw ettlolalo- wiUlftc'" wltl: .SUI We 
otnw1 .,. - •' """po- te - tt .... lT with ,_ h -
-tnoo .. _, ot tile -· :h •'"' ...... la .., .... s.­
•twwe u.e - 1 to - -·- t. U.o - \he otrloe l o 
tJT111C to a. 1a- -'riM \lie •UierllT - d ao -10• ,_, - ...... _.1 .... - ....... Ol'allT , ... , .. ~ 
tl-l T .Still \lie pellw, rwlblac ..,_, tho .... , nnl\o -
"" o'Mal- liT ...., _, ... 

3J l 
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~ .... ,...,_ .. --. ....... ---le-­...n.M tMV Mttftt1 .. -'17 .. ~ tel~ t.-ri..,. 

11111!1 , .... _ Jl'dte. -.& la ...,., uuw --"- • 
.__.,._., n ............. 

.... n.u• r.rle, ~ la htt-~. t\e17, "'".vta. 
~ ....... 
IIUilt hrle, "'ftd\M, 

,, .............. u-. - la JU17 ... -·~~ SYtt-!Mt. 

_. nau• ....... ,.. .."' &a Jelel-· .. 1~ - --.. 

Pvl'W. "•" .. ft'-· - la "---••· 
• , . na•s- Pwt•· .... u Pwt• -' ,...... ,_... De. --· ... Pwt• • .atll ~ 1 •• ~!U.·~ la 
...._-. .. ...,., ?' m-·- • ·--
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9Ub UooM .._-\lie Mt-,., wUl lie M r.tlewet 

\ , Pario t JIIIU•, -.., u,u, ,,...,., Ylolott 
l • .. 11a .... __,..,, ~ 
1.. lllMt De L•la 

io "-· .... l he 

l. PMI!• ee-l UreG\lft ol ftl1r ,... ........ Dvl .. "'• 
pao\ ,. .... ltlr, IaUer llao "' .. u .,..,~ of \llh ••U•l\r. .., 
a l • .,.. _..._.. tafo..,...., pe\t.eo , - -1 .. \ he IACULA­
LYOJ af flltr. file ,._, ... of 11r. n ola" no. .....,.otll&e \o 
r uh •• \& ..... _...,. __. - ....,. \o rol lo .. llr. Ja\\or, 
, ........ ,, ....... ·~ ,. .. ... - 1 ....... u ...... ,., , ... 
U M llel .. , - \lM \o -· \ o UCUJ.A-LYOI . 

,..,.."• ,;.,_ a1- "'" - ,_.u, IIMIIl&c a- u Ja~. 
-...,, wl\ll .,Ut.eo - ~ ........... • notto et ac .ate ,_ 
l'vlo , a.. -"' - -. _. of lle\b llolct• - .. , 1 

.. 

u n u 11e "" · •· u ror-. \be\ 11r. O:rV """ ,.....,_. 
\o Parte .... ..-. .. 1 , ,...... wtU -'" IIIIo ....,1& \lloo \o cho \be 
"-1"' -toe \o ._.t•t• ltlo 1-· lJt \be -=+tl& bto 
.... t.e will ~ ... lJl hrl• ,_ .. ,..... ol \be '"-· ~ 
\o rolloYo llr . J•Uor, ..,. will - u .-1 1- • • - • • .....,. 
t o • oppo1\eal\T w a. •· 
All,_. porta, Jolci•- .. u ....... u1""" _,_,_PUle. 
ror \llo ~~- 'llelllc 11r. - wtll ... u- •• - •tpo troa 
"--·- .... _, ........ wtll'lle ........ , • .,...u. -·tc -Jita. 

J 03 
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t. MDA K 'NU"t .._ .. - .... b U. Jolba I ta ... - ... '--· .... ..._.,... llnlll,...._._ ... . 
,. ,.,~ ,...flwt ... b ........... , .. .. . -~ ..u .. 
, ... '!~_!!Me ... ~- ...... ... . ........ ,....la.. .... • 
._ ... W& -- ..,_ ........ ....... ..,.. •• - • 

ol.,.\let ,.._ h' s ft , If U.. ..._ """'"'*' ........ • _. 
, .. ,._. b olU.. of U.... p1aooo, l\ h r ...... , .-_ 
lot .._ \o oovrt •• lt U.. ...,....... lou• ' · ~rot-'lT· ... 
.- .......... Os••- '· w1.1 q;souc et .... a natt• .... tt 
- · , ........ ._ .... tf+forrri \o ....... -'· 

J . UWt All - b 1\alr b - · '- \'lie 11\laa otneo 'r 
wr . '' s.-ta~ -ua.t 'r o. """,.."'· *- _...,. ..... • 
L..ta 11eo .... -"-n:r _.eon. n-- lotea 1aU lloU' 
wn ta ... , 1'-lT, -... u ao lotU..,... -.,.11oe ., -ueo 
- b '- .,..._la'O'ta, Ia , .. -• ...-. Ill laota h - ro\llftiiM 
" aile foNip eom., u ao ru " ... ..,.. .,., - .. ..,. eou\ 
\o Mil .. t ... U.0 tiM lotUc ..& Sloe ftC I 1111\loa -· ---­lfLIUo'i'o "'"lieU ta ..... ,,., .. ,.,. ~ ''- \ehc. 

II. UIIMo Ill'. ,..U.. lo , .. ,.._. a\ ''-• ..... lie ltao 
....,.,ball:t ~ rol&U- wt\111 \lie pollee. 1\ to ... a...:no .. 1-• ll1at ~ ,., .... ..... ...... .. - - .. -'rla· 
-• >• 0 11' sliT tte.. Pet.&_..._ ... .. .,..U ,......,. ---·lao 
.... ...,uoo " _. • MKt- otu - . .. to • .... --
, ......... b loh wft: ao loao - ,.U a ohft'• oalM7 ~ 
U'JOO, *loll to • a :ate for ..,. ... ,._.,. h .. ~ • ..,~:::;:.. 
"• of t 55 to t900 .-lC to lu ool _., -

1\ h lotllo'O'oC ........ ,.... _. .......................... . 
utll lot llllfflot ... ,_ U.. -~• ,_, If w. De lottota h •• 
............ ~ _, ..... ltoll ... .,...., ...... wtll ........... 
Ao .... ,o ara'i'Ol· o',... • ...,.. of U. ,,.. - wn • • \'llolr -
reo osr'MlU:r .,.a\ - we\ 'lie • •"'1" 4 to ..,...,-:.:.=eta. 
... wtll - t... -' of IIIlo \lM wt._\ ....... ,.._ 
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PAJW'Jit.Ua OJ' Ut·mP•II RIIOII'BD 

nlOII: Aller loan lllb&aay, Parle, rranoe 

DATil July 28, 1938, ~ p.a. 

10.' 1188 

The following le atrlotly oonf1dent1al for the 

1nforaat1on of the Secretary: 

Tille aorninc Secretary llorgenthau waa netted by 

Wellln.gton l:oo, the Ch.lneae .lllbaeaadar. I waa preeant 

3J6 

at the Hating. During the courae of the d1aouuion, 

Wellington l:oo aenttoned that it eaa a .. uer of vital 

111J)ortanoe far the Cbineae GO'fern•nt to obtai n financial 

a id, alnoe the financial reaouroea of China were becoe- • 

ing exhaua•ed, BoweTer, be aaid, tbe aorale of the 

Ohineae aray and the c1T111an population waa ad.m1rabla. 

There had been a collapae of the loan negotlatlona 

with Great Britain. Thera bad beiO an 1nd1oat1on tr011 

the french that if a loan or credit were giTto to China 

bJ' Or eat Brl taln and the United Statea, tbe French would 

b e w1111nc to g1Te China a loan alae. 

Searetarr llargeotbau told Wellington Icc 

oou14 not .alta pr0111aea of anr lt1n4, but aatd that 1t 

a1ght be a4Tiaable if llr. 1:. p, Oben - be bad negotiated 

with hla in the paat with pleaaure - were to be aent 
to 
• 
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t o the Un1te4 Statee by t he Chi n••• OoTernaent , for 

the purpoae of l ooking i nt o t he poaa1b1li tiea of get t ing 

a credit for puroh&Bing flour and grain pro4uote. 

The auggeatioo waa al ae put forward by Secret ary 

Kor gentbau that if Kr. ~ . P. Oben aboul4 Tiait the 

United Statea , be ahoul4 inquire into the Chinese GoT­

ern•ent ' a preaent purobaaing aethoda. 

Tbeae auggeat iona were aoat gratefully r eoe1Ted 

by Wellington ~oo, wbo eaid that be would iaae4iately 

get i n t ouch w1 t h t be Chine .. OoTerna ct. 

BULLITT . 

o3"' 

:u:Ln 
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-MO~GENTHAU AND BONNET CONFER 

PAR I S- HENR Y MO RGENTH AU 

10 • l-1 
. li/ ~~~ 1938 

JR ' U S SEC RETARY 
OF TREASURY CONFER RE D FOR HALF 

FORE IGN M I NIST~R GEORGES BON NET 

AN HOUR WIT H 

PR I OR TO A 

IN MO RGENTHAU-S HONOR AT THE FORE IGN LUNt'l-iEON 

OFF I CE 

-o-

• 

3(,] 

PARIS--SECRETARY NORGENTHAU ca..tlliD FOR ftAtf AM· gouR TODAY VITK . 

f OR£lGN MINISTER CEOI"S IOIIIIIf PIIOI TO A LIIIICIIIOM IN ltORC:INTHAU'S 

HONOR AT TKE FOREI~ OFFrcto 

ltoR~wrtiAV TALUI YESTERDAY 11TH PAuL llliCIIANDIAU, FlMANCI 

MINISTER, AND DiSCUSSED IIOIIETARY IIATTDS, ~IICLUDI-' Till BRlTlSll•. 

fQI:NCK•UNlTED STATES. UIIALIZATIOII AC:U:DIENT • A COIIIUIIlQUI SAID THAT 

~ TIIO • OIICE . ACAIN ACIOIC*LDClD Tlll PliFECT FUIICTIOIIIIIC OF TIII 

i RI·PARTlTI lCCOID a.D ASCIITAINrD THEIR C~ DtSIRI TO ASSURE 

ITS CONTINUA~&.• 

7/l,q., .. 
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s TRICTLY COHnDINTI.U. 

Paris, July 2&, 1938 . 

Dear Archie : .· 
Ye~terday Secretary Morgenthau talked 

over with Butterworth and ~eelt certain 
events which have transpired in the past taw 
montbe. For our i .ntormation on this side be 
suggested t hat I write this letter to you 
asking that you extract from hie confidential 
tiles, and send one copy to Butterworth and 
one to me, ot those entries which indicated 
the attitude ot the British monetary authori­
ties as revealed to us when the question ot 
France ' s imposing some sort ot exchange 
control, as opposed to further devaluation, 
erose. 

Thanking you tor this tavor, and w1 t h 
very warmest regards, I am 

Sincerel y youFB, 

Archie Lochhead, 

Treasury Department, 

Washington, D. C. 

/ 
1.: --· ·-
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Cia~~ • .-. O••- .,.. .. a letter M Arctl.Je, 'OIIdeh-. 
.,.. __ ,. • .,,,..,. loT 11M leen'-7, taec-u., ..,., 11e .... te .,., Ooc-
.,.. ,.....U ••""'-"'"1e et UoeM aut• 'OildM llllll•W 11M aut­
..,.. et 11M a.nt• -\&17 •*"'"• .. nna~ ...... ._ 
11M q&HU• et -..•e lllpMS.. - oon et ~ _.,_1, 
,...,. ..... ,....,)'N'~U-. ..., .. , 

Ia AIU!e'o -'••n • ..... u .. , I •ole" eeplM ttl ......, .. 
,.,. 11M ~eeft\&~7' • tlle ... _,,, ,_ eo>l oo ehloll l ~ 
will pii'Wl .. ,.. wltll ... _...,. .., ........ 

I te llllpe ..,., ,.. _. *"'· ,., .. _rtll .aM,.. par .,...11• 
la ... _ .. ., ....... -· wlUo ..,.. ,_ .............. 

llr. llll ........ .._ .... ,., • ..... _ .... . , .... ..., .. 
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Buttereortlla 81r, UUa DOte 11 a~acb weaker t na n the 
preYlo~W co .. UJUos t1ona tba.t tbe l!~ 1t1ab sent the 
Preaob, ~llt wblcb t hey •bo•td "'• r .. eabtr , a t tbe laat 
crllla. Thia note 1a sUit • n4 hone)' u coap~tr ed • lth 
tllose othor s . Ml4 I t b1111t thu reason t hl> t t hq W.ve -
I ••• •~~pr1aed t~t it • • • u 2 8oder ut e 1n t one as it •••1 
I llllt tlut 1a d ue t o tb. pn oent pol1Ucol J ltWt t 1on 

tile Ked1terranean . But Pbllli~a aade cl~r, I t b, Q&ht, 
erday, t ha t ••en U tho t r o DO .. nt ~ l ?u to tbe poUDd, 
e waa aotAl.JI& tlut Grea t Br1 t41n .-ollld reoll7 do except 

, r eecl thcs out of tbe tr1pnt1te, ellll t lu.t be wu ••• llls t tha t 
/ becauae be wa a 11e1Dat e1cban1e c , ntrol. t ell , tha t aore 

or less sbon d bia lulad. What the)' e r e reall7 tryllll to 
do 1a t171111 t o brlq aoderate presaure on tile h encb, 
becau1e t bey rea lly couldn' t uae • blC at1et. 

• 

/ 

• 
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COIIVt.ASt.tiOII BLTliUII Sl R FRWEal ct PHIL' I PS 
ABO SKCRLZ~RX , SlPTLlBLR 21, 1937. 

312 

Pbl l lipa de! i ned the Br1t iab attitude t owDrds tbe 
f'roncb s1 t.w. tlon bri etly, u follo•aa 

(1) Tb&t i n t helr vhw tile rrono ••ould prob&bly 
co t nrougb repeate~ step~ o! alip; in& end ra l lyint tbe 
, ener a l trend being decidedly downwer<l , ' 

( 2) Tbe t 1n their opinion aa lone as tbe Yrencb 
Govornaent had the s upport wblcb the pres ttae of meeber ­
snlp t n the Tr i partite •·&r oeeent cav1 t hell, t oey could 
rea1at the ;~ressure ! r OGt &.r oupa botb wtt nln LDd eltbout 
tno OovorDDent f <> vorln& Ule institution or • n exc:ll#nce 
control ays te:o, 

()) Thl: t t ne United Un&doa ru caost anxious tll#t 
excll .. n;oe con~rols 1n France ahou.o be avoided ; tbe 1m­
position or sucb a control a)'atea in France would not 
merely etrect the substantial United liDJdoll trade wHb 
l"r onoe , but woulu further atlaulate the retrocresalve 
exobanJw control ccove111ent. ~lao l n tneir opinion, 
unl lLe Oercany, ?renee would not be nbl e t o conduct 
suon a ayatcQ efficient ly , 

(4) Therefore, the 8rH1an OoverMtnt w~ s or the 
oplnl on t.tw t !'r anee abould be ollo•ed to r ecoin 1n the 
Tripartite Ag reeaent desp1to !rono fluctunt1ooa ana, 
1( it were neceasory , n public s tatement sbou!d be 
<Aede th~o t france wcs c~naldorod • • r emlln1n& 1n tbtt 
t r i partite AJreement. 

In rea,ooae to & ~ueet1on troa P~llips , tba Sec­
r et~ry ex~ressec agreeaent •1\h t ba ~ropositlon tbat, 
l n tbw clrcuas~nces , ?renee anould be ~ept. w1tb1o t he 
Tripartite arranl&ment. 
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CO~Vln~ATIOI BlTIE£~ 81\ r RtolRICl Pd!L" IPS 
AWD SECRhTIRY, St?tlKBLR ~J, 1937. -

Pn1111ps la&de i t char t tu. t be felt aure tha t 
t he Brithh Govarnaent " o u.l cl vin t tl• i•poSlti on o r 
~xchang~ o~ntrola in Fr hnce os con~tltuting e breech 
ot the 1 r1pa rt1 t e Aareeunt. llo uprnse<l s trongly ~ he 
vlew tnat, i n tneir 0 ;>1n1on, ellclulnlt controla •ere 
1ncona i atent •1 t h the t er•• <I wall •• the intunt or t he 
Tr 1pftrt1to under~ tand in&. 

313 

• • • • • • 
Po 1ll1; s tn .. n nid tnat be f elt b e could c l • rity 

the Bri t hh a Hi tude Oil tah whole <,lluti~a stll l rur tner 
by :: t • t1ng t b"' t if, tor exaOl;.t le, ~ country l!:<t tne Ar t:•n­
t lne tnc uld a ;>ly t o r mube rah l p In t ne Club , t ne l!r1tllb 
o ttitude • oul.:l bt to sayt • • •dco:ae " " " • 'but • .., t oke H 
t o :tet n t ha t :y" u. intend to t bhn<ivu your contro l a y.ste2 , 
ror Otn~rw1ee ~ocl&sion would no t be possible . ?h1l l1pa 
... nt on t o • ~>' tbz•t sllou.ld H bw cons lda~e.:l desirable o r 
necoaakr:y , the Bri tisu Gove ro:&cnt • oul.J , ne tbollj;llt , l:e 
~1llln11 ~o wern l'r &:nce , ln •<~v.noe , tbat t he 1m,•os1tion 
o( •• eont.rol J )'steD wou l d l D tlleir vie.- e llciuate her troa 
t CIII 1'r1p~ l'tl te ni11"8"alellt , 

Phlll1pa t hen in-. u.i rtd wh., t hor , ln vie• of the S<!c­
r etory t e pr eYio us l"llll,.l"lf>S , bll ·.roulu be willing to rep~y to 
ilonnet• .o m• ase.g t "oy not1nar t~l tn •• tiaf t.<) tion !110 ~;)nt~nuea 
o ppositio n t o the 1e ;.to$1tio o or ex~t•r.n£ 6 controls ! n tr~nee 
1 nt1 • 1 th r e f er&nce t o t hi! r r c nc r r h proble:r., to t eke note 
Mla~ Of ilonne t l S St ._t ... Unt t O CoCbrOD t llAt fi'O" t he bu~get­
Dr)' antl q c on o:rl: SbM;oinl t. t r .. nC of troiS l4 J t o l~J to 
t he :>olllld if ttl e-,w; te . tu t lth the Secre t .. ry :.&reec! .. . 
being i n llne •lth b! s ideas. 
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CdLI .)1 ,_ !IOiiUWifi, IUUAII 14, ltll • 

. . . . . . . . 
Pb.lll1pa .. 14 tlut be wu ahald bil prntou 

cl...., pr841oUou were DOW abo~at to M rea U z84 but tbat 

tbe .. wa e DOtll1Jic to do IIDUl 1t ~llld be 1"a wblt , .. to 

be eapect84 1a tbe wa:r or e DeW rnaob 0o••~at. n. 
aUuaUoa wu •• we bad dlae\&1184 lt 1n Wub.1actoa lut 

llllt- -- eU!aer tiW rn- wo1114 k t\ll'tber depreo11t84 

or enb&a&e ooatrol •~ald ben to be tr1ed. Ia 11.11 opWoa 

elUI~aa&e ooatrol wolllcl UMte,_. bell. ot • au1•1 aa14e ana 
( tb.11t) 

t:roe tbetr 1alur1ou eftecte, 1a lilt •u• obYlollll:r t.ba:r 

would proYe a4aialetrat1Yal:r uaworkabla. 
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CAB!.& 80 J'!!Ol Bll'nEIIIOB'ftl, P!BROARl ! , 1938 • 

. . . . . . . . . 
I e a&ed bla •hetbo~ oe et11l held t o toe 

opllllon expreaae11 1ll h alltncton ( a .. aeeoraDdua or 

convera£t1~n or Septta ber 21, 1937) tbat rert1c1p~t1on 

1n tbe tr1p£rtl te •c~eeser~ • • • a sutr1c1ent doaestic 

po11t1ca1 aaaet to eneure auccesat'\11 realstance to the 

1•pos1t1on or e%chance cont~ol. He (Pb1ll1ps) sai d 

be did: tbat tbe Redicel Soe1&11sts helD tbe ~lance 

' 
ot power i n tbe l'~encb Cbaaber or Deputies end be 

tboucbt tbey ~u1d cont1DUd ~o hold out !or a l i beral 

t or• or an econoay . He (•) on to reit crot e bo• rutile 

ea a r~aedy tbe 1apoa1t1on or exchar~e controls would 

be t n a ucb tbe saa& t &raa r wported ln ay ) 1, January 14, 

1 p ••• 
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CUt.! 1)3 PIOI IIUft!lliOftl, P!lliOAU 16, 19)1 • 

. ......... 
~ taroran11t aeld that tile .8r1tbb Trea11D'7 wu 

equall7 ~et1t1ed both as reaerda tb1a extraordillar7 

procedlll'e r.Dd wbat woiUd 00110 out or 1t • • • • • 

316 

th• t exchAnce c ontrol l a h aDCe 1boulcl be no1ded by the 

Fr encll DOt t or CQ7 QSt1cel reaa ... n, d~r•Uc or otiMrwiae, 

but t or t he Yer7 • oua4 Dnd cde, lllte oae that 1t • • • 

cletl nl tel7 ·.~~ P'ra~~ee ' a owo 1.Jitere~t to do ao. 
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AI(II(B.lSBY 

LOIDlO• • II:IIGt.UJ) 

BOIIR 

u• 
PIIOil tm: BI!ClliUJI! or Till !UAaaar, 

u •••. 

llan t'lall7 1Btoi'IM4 Bnley tbla nent..aa or eoune or 
1JitvcbaJ1c .. today between .., • .u &lid P'l'eDCb treuury, Han 

•ucc•atecl to Britiah t hat we take ao action UDtll opportunl.ty 

artordecl t or t'urthv co~uUat1oa &lid ere•••uon o.r tut or 

P'rench decree. 

I alto aakecl Bnley 1Jitorully t o ueerta1n wbetlwr tlw 

Br1t1ah Tr eaaury 414 DOt thiJIIc t b&t 1ntroc1uct1on by tha FreDCh 

Gonr-nt or 1104.1t1ecl aupen1a1on or capi t &l !IOYuent lli&ht 

not be pretvable alterDaU•e pollcy t or tlw French Oonrn.eDt 

t o puraue reUier t b&n proapeetiYe cont1Dlecl 4eell.ne of traDC. 

317 

I w1tbbeld c11rect cooaMnt upon 8.\Jion'a .. aaace u eonnye4 

in Butterworth ' • J64 or .. ,. 2. 

(!IF) 

U.ciiFaJDA 

lue toa ~ .. .,., Par1a, I'J'ance •• DeJiartaant'• Jo. 247, 

11&7 2, a1dntcht. 
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Dated llq 2, 19" 

ReoeiYad 6al0 p, a, 
Saoratary ot State 

Wuli111CtOD 

ROIJlf 

)64, Kay 2, ll p,a. 

Sl'iUC!IJ C~llFID!liTlAL lOR f flf SECRETARY Of TilE 

tREASURY FR~X Bvl'fLRIJRTB. 

81r Praderick ?~lllipl aent tor at ton11bt t o 11y 

t hc t ~bout l t Yt D o ' c lock t~e Yreoob £aba~•ador bad 

IOUillt aD 1DterY1ew wltb t~e Cbsaoellor ot the Exchequer 

t o pra1ent the rreDCb a14e meao1re. 

At the aaae tlae ¥on1Ck, Fren~b F1ocnc1cl Attftcbe 

bad celled upcn bla. 

Pbl~li~l said that be unJerat ood n copy ot tbe 

• rencb a i de o6Ao1re ea1 11kt•1•• b&iDI pre1entea a t 

IIIII biD& ton. 

l'be Chancellor ot tbt Exchi<OU&r nad rea1Dded the 

Frenob A2ba1aador tha t t he tripartite uareeaeot •as a 

tr1&D&Ilb r utter and tba t 1\t oou\d not c l•• b1a • 

det1JI1 h IIMWel' llDUl atter be bad oon,.lteC. llublqton. 

PbllUp• b.aJ14ed • • tbo t eUo•1111 doo-nt • lllob 

he eal d bad baea appro•od by &1aoa la s llbatanoe before 
u 
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t:DA - 2 - 1)64, lla7 2, 11 p.a. I'Poe Lolldoa 

i t • • • ac t u.ll7 dr att e4 but or courae aot i n pbro•eolocr
1 

•Ria .. Je• ty'a Oover .. eat bave atud led t ha ai da 

aeaoire l ett by tbe J'rencb Aa bauad.or wltll • • Chan­

cellor or t be Exobe~u•r on tba 2nd Kay oDd r acr at to 

l earn that deapite t he edditional ta~atlon t bey ba• • 

deol de4 to a po .. tbe trench Oovarnaant ha•a reaChed 

tba conclual on tbat 1t h not poulbh to datelld tba 

Clll'rent r ate Ot tile franc b7 \IUt Ull Of t he aquallaa­

tlon fund . 

At th• aaae t1ae tba rranob Oovarnaent b.o« no 

319 

~oubt aaturalJ conaldar ad al l poal 1b1l1t 1aa end ba•• the "· 

raapon•lbillt r tor r aachtna • dec1a1on. 

Ri a Ma Jaat y '• Oo•ernaant note that i t ia th1 

intention ot t be Fr • ncb Oovar~nt t o achiaYe &I tba 

eventual result or tbelr pol1C7 a r ata oor r eapon41DC to 

t be 80000~10 position Of france •nlcb will liYe to Franca 

no coepatiti•e t r ade aovantace. 

It 1a tor tba t rench Oo• er naant to cleteraine what 

1a the but ~rocedure tor • ch1 .. 1~~& at"b1l1t7 at • uc.b 

c r ata, •· nd Bil .. Jaatr '• Ooveraaent •r• prepared 1D 

not •o • a~a allcapt i on to what ia tn• oircua• t •nc•• • • • 

1Rooft•i•tant wi th t ba t r1pert1ta , r opo1ad ns be1DC - ·-
1• 1 bt t o aaka 1t cl ear acraesen t tbouch t oer r eal • r I 
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SD! - J - #364, ••T 2, 11 P·•· tro. Loadoa 

tba t t ber do not rec•rd pn~ent eoono.1c c1ro~a1tanou 

u juet1ty1n( o r11te •ore t'nor able t o the t'rano tun 

1bout 160.• 

Phi l lips pointed out t bl t par•c rapb three aboYe 

di d no t c riae out ot tba Yrtncb Ri de a~aoire but out 

or Bonnet's ata teaen t reported ln por oc rapb nuobered 

tour ot ~ JSb, A~ril 29, 9 ~ ··· 

Pn1ll1' • ~1so ao14 t hat note abould be t~ken or 

t be teet that t !le r epl.J' d l o DOt conta lD an une .. uhocal 

yea t o t he .. ueation ~~~ the 1£s t ~oracrapb or tbe aide 

a~eaolre, t il!: t t be s t~;a • entirely conformed t o tb• 

terma of t be t ripartite accord . • Phillips went on to 

quote Monic& to tne ettcct t hot t ne Fr ench notional 

l ncoae \fa a no.- not aore t tlon 220 o1ll1ards ·• t11le 

sute nne:! :ounic i p•l rt(oulrtaents were llS Ol1111ordal 

t ba t •uc!:l .. con::IH1on could not so on i ndet'in1 t.ely 

aod unleaa r ectified would c~nt1Aue to reQuire t he 

rvaedy of depr eciation. 

Pb1ll1pa pc!n t Pd out t~ t o r couraa tbe Cl gura 

22J a1111arda d id not depend solely ou toe ~ric e lev•l 

but oo toe st~ te ot business ao t1dty •ultiplied by till 

prioe lnol . 
II• 

320 
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IDA - 4 - 1.)64, ~ 2, ll II••• tn. Lolldon, 

8o u14 \bat too rn.- bad aot renal ocl to tao 

Briti•b Troeeur, tAo •bolo or t heir decree procraa but 
, 110\8 

tha t i t conta1Dod ••~ere t aritt aDd • read JuatDenta• Wblob 

iD eoae r oapoote wore aa, it not aore, aeriou. to Gr eat 

Brit ain ttii,D tbQ 11ro poaocl ournuy eotlon. 

J e wertheleaa, t bie woQ!d coott t tute the tlrat 

ocoaaioa wbeD a tripartite ooUDtry bad del iber ately 

depr eciated ita ourraDCJ • • an laatr .. eat or poli cy 

and tb.re waa no bUndiD& the tact that 1t dlracUy 

eontrl>'n nocl t he proYlaiODI or tbe tri partite ocr e-nt, 

AI 1n4 t cate4 l n parctra~h one or ., !35, April 22, 

8 p . a . Philllpa hol ds t hat th~ aultable ra t e t s not 175 

but b11teaen 155 and 160 to t be po\IDd. 

Boaewcr, be aa i d be tboucht e%cbanca cont r ol wt a 

the cre~ter ewll tut be did not concea l t ha t he bad ~ 

cr ea t eontldeace 1D tbis be ina t bt t'llllll d eprecbt1on. 

1 aallod n ether 111 bia Ojllnion a 1ood race could 

ba put u~on the rrencb action or whether tba tr ipar­

tite • ocord would l n ettect dls• ppear lnto • tlaaua 

Of t1otlOD.Io 
lie ea i d, apeu ina peraonallJ, it ,. ... d • lar a• 

r .. rita the daolaratlaas and t hat 
orde r a t t oe aoa ent t o 

ta. rrono woul d l raduall1 ao• • t o t he 
he bol l eYt d t bat 

t b. l • • wl troD IOYt t DDt Gt • l soureea 
1Dd1oated le~e1 , • 

i a 
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lDA - S - 1364, &aJ 2, 11 p.a. tro. LoDdon 

ill h rla b81JIC Wba t thq "~"•• 

, 

Be llOpe<l t nat 81aon wollld DOt be u lu td a \1 Ueat1on 

322 

in the liousa ot Couona toaorzoow, tbat oo do1.1bt ho would 

be on Wa4nes4&J aDd tha t 1! 1t waa aaraaubl• ne wollld 

rtplJ aloaa t he linu 1Dd1oete4 1n the t •xt q\IOteel abon. 

Plll l llpa add t ba t lae did hop• t b.at 1t • 1&ht be 

poaa1bla tor 1aah1Daton to raaoh a deo1a1on t oDiaht 

but U not \he Cbaacallor otOill4 YlrJ a1.1c:b • , preoiate 

1t 1! raplJ collld be ba4 url7 t o.orrow. 

An cddad zoea aon tor en 1 .. e41eta replJ 11ea ln t be 

tact tbht tba Aabasa•dor baa an appolntaent to ••• 81zo 

John 81aon at noon t oaorrow. 

KI!JIIEDJC 

MPL 

/ 

' 

Regraded Uclassified



leore\al')' ot 8\a te • 

... b.l.llltoD. 

mJIII 

)66, Ma:r '· , •••• 
roll TUA8UU no11 BOn'lllWOaft. 

ILlt 

loolldoo 

DeW .. :r ) 1 1931, 

..... 121.U .... 

r 

For ~ .. or record tbare ia brierl)- aet rarth Hlow 

tbe u1A po1Du or tbe AM&aaa4or'• telepboDI report or b1a 

eomeraat1oua with tbe Cb&Dc.Uor or the Jxobecour and tlw 

FrilM IU.Diater• 

323 

(01141) !'be Brit1ah Gonr-t ia clet1D1td7 .,aiDat tbe 

1apoaitloD or &A ucha.D&e ooDtrol b7 FraJICe, that tlw)' an 

oppoaed to it DOt oDl:r b-uae it euu aerou buic iaenl 

priDcipl .. blat beoaue tbe;r clo aot bell..,.. tbe rraoch caD -.:>rlt 

a\ICb a a:rau.. lA tbeir Yi .. it wol&l.cl MAD t lw worat or both 

worl4•• tor 4e•pite ucbull• eoutrol tlw traoc in tlwir opiAlOA 

wolll.cl be 4epreoJ.a tell tUJt _, • 

(!Wo) De BritJ.ah .uata1B t'bd tlw)' are Jut •• 

•-:red as we are ab011t tbe Freaoh .. u oa. nt ttw:r are ....­

pared to -loc* u ........ tbe:r are protOIIIId.lJ oo~ 
that it woald 'be a cran atauu tor poUtieal .. ..U .. 

tuaaeial 

--
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.... 2, ,.. ,.... l '• 
324 

.tiMMJ.al r 11 nou to N.u ., u. ~,...u-. a, ••eut, 

puUow.l&rl.r • \he ocoaaloa o.t lllt.lw•a rult to llUaoliAi. 

fM7 po1At out tba\ Br1Uab tr .. c 1I1U H -h aor c ...... acl7 

a.trcct .. tbaa Alliwleaa tr ... Ull t~~at •u _,, coat u .., 

-r- to "'111-• 1A \he Jl'r_ .. ••Uoe. 
(!llrcc) .U \he - UM tbc BrlU.tl 1\ate \bet tbq 

wUl DOt clo ur\h1.lll -.luc we acn- ... t'-1 ...,.....- tbe 

bo,. \bat Sa _. rc~ to tbc Plr-b cc -u wac PhDM 

to tclte • ..,. to ,., bar bouc Sa ..... 

!be BrlUcb _, YWT -b ov • - IIJ' tlllc attar. 

1110011 or \oDi&bt. 

••••w 

• 

Regraded Uclassified



325 
• 

... 
)66, MaT '· ' ., ... 
ro11 ftiA8UBr nox B~ 

looalOD 

DaW lleJ' ) 1 1931, 

.... 4 1212, ., ... 

Por purpoaN ot reoor4 \bare 1• brietlJ' .. t forth below 

the aal.D pol.DU ot the Aabaaaa4or'• telephoDa u port or hU 

e~uUona wi.th the Cbaacel.lor or tlw Jzcheqaer aDd tba 

Pri.ae llin1a ter1 

(Oae) The Br1t1ah ao.er~t 1a 4et1A1tely a,uoet the 

,_j)OaiUOA ot au aobazlle eODtrol by h'&DCa, that they are 

oppoaed to 1t aot oDl;r ~- 1t c:uU aerou bu1e l.Jl>eral 

prltlcipha but beeaue the)' 4o aot bali ... the h'eaeb caD 10rlt 

aueb a &J'a~. In their dew 1t w01114 Mall tbe wont ot both 

worU., tor 4eap1te uebazlle eoatrol tbe tr&DC in tbeir op1AJ.oa 

woul4 ba 4epreaiata4 diJ MJ'• 

('hlo) !'be Br1Uah aaillUia tlat thq are tut •• 

UDO)'ed u " are abollt tbe h' ... h aeUo~ bllt tbe)' an .,.... 

p&rad to -loc* U "-•• tlleJ' are proto 
0

7 ~ 
that 1t -u 11e a '"" lliaUD tor poUUeal aa ..U aa 

flaallllial 

' 
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.... 2, IJ66 boa t.oadoa 

tJ.Auclal rouou to break-, \he trs.,.,.u-. ~ant• 
paZtio11lul7 oat- the octo .. t oa of lltlvta w1e1t to llWiaolW. 

Thar pol.ot out tbet BrlUah veda wlU be aeh 110r a a4..,. .. 17 

aftMte4 tbaa Aalrleaa VMI Ulll tbat •s.t wontt IOit U Ill;)' 

-1• to IOClUUOO 1J1 tile hoDOia aOtloa. 

(Tbr .. ) At tba - UM tho BrlUall ltata 'hat thq 

wUl not cSo IJIIFthi.oc 1111lua w acne Ulll thq uproaaad the 

bopa that 1a OU' roplT to tba Pr-b •• wo'lllAI va• PraDeo 

to talto a tepa to pat bar bolllo 1A order. 

!be BrlUah ~t 'fW1 -~~ our tl DI'MI' b7 thll afte­

noo.o or t onl&bt. 

32S 

• 

Regraded Uclassified



• 

327 

Woll, wtaea 1 lett illlla .. - .. u., tbat'o ab .,.._ 
_.., - ~· ntUtllllo oorta1D17 ••• tllat •• •• •• arnld 
tbllt ozolaans o oontrol ••• prottr UllolJ, but •• 
• ••r•twd - so•u r ethor aott thH t 11bt wuao~a~ u. 
f ill1811 bavo cone flll'tbor alaoe won , u d the attl\llllo 
IU1 laue CM II& a<! . 

... 
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IWIOIUIDIII PRo• BRI1ISB E!l.BASSX, l!J.lC 4, 19)8. 

. . . . . . . .. 
(1) 1bey (R1$ Ya Jc e ty 1 $ Gov~rnacnt) t hought 

til~ \. any ~ec1ll 1on which loa t o Frnnce let.vln& or beJ.111 

exp•lled f r om \.be 7r1pNrt1te ~ 8ree:ent ~1~bt brlng about 

' ' . OV&rnaent by t he l ,,rge j)Lr ty 1n rr~once wli!ch ellOta 

e xc!Ui llllij c ontrol a oa. would l n eey c ~se be t. h euvy ~lo~ 

to t be preaeat French Oover aaent . Tbey tuought t ha t 

excce.t~~>C c ontrol could oot b<. sn tl.s rae t.~rJ.I.,y -.orlced 1n 

f rk!lce , tnot it woulo seri ously lu.a ;>er let1t1ute tnde 

328 

a nd business ~ut <oulo prob·bly f k11 to ~to~ 1lle&1t 1~te 

a.: t1Y1 ty , "1d further t hL t the e trec t • ould spreu 1 to other 

countr1e c . Uoreo't"er , they d l d not t hl. .W t bL t excb:.nge 

contr o l would 1n t nc t ~rove £n n lturn t 1ve t o • lo~er vwlua 

ot t be trc.nc but wQulo be to eduit1on . 

• 
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CAIII.I b)) F1011 BtlftiiiiJOftl, IUJ..J 14, 19)8. 

ll7 llltorwaat • n ot the op11lioa t ha t exahaqe ooatrol 

could DOt lMI lUIIUt.uted 1A Prance •1tbollt oauslns dltor1anha­

t 1oa aDd di~turb•oc~ Gnd ~nerQforc nc t eared the t .. oblllalBI 

• h1ch thta w'OI;lu entvll ~0.:. tuc opp.)r~W\H)' 1t would afford 

to Oeraa.ey , 

la vte~ or the bove 1 quest~on~ ~nilllps as to hle 

.Tte« o r t he trend of evea ts ta PTaocc and of the destrablllt, 

or o toer1rl se of t be 1nst1tut1.oa or e:rchaft(e cl"ntrol by l'l-• nce . 

Pbilllpa Nid ~t ne aaw DO sliM t bat. a .o•••nt toward• 

ooatrol w&a &•1A111i - •ntiMI, t tl:. t 1 t would be pa r t end parae 

oC s r u uraence or ll Lett p<>lHioal • ln¥ ulld t n..t it UQ1 th181 

t oe treod or political oplnioa la Yr~1ce eccordlnc to Britlab 

sources • • • to•~rda the Ceo~or. ibillips e l ao f el t that .oat 

or Ule Pr~ncll Cllbint: t would not !l t LW: tor 11 111 :.ueb 11aaaure 

&Dd. tb&t tbc Senute 1ftu no• no <1orc p::-epare:! too ccep ~ auob 

a developaent tllnn 1~ had bee n dur1D! tbr ~econd ~lua 

Oovar-.e11t. 

Pbl~llpa acaill r e1ter ot e4 bls proroune eonvlctlc a 

tA.et tor PriUIII• the instltutloa of e xcharll!• ooatrol eoW.cl 

proYe boCA rutile t.Dd Y1c1oua• 

(1) It wo~&ld ao t ~ rlllletteot1Yel7 - • black • rket 

1a tra aa• wol&ld ~latelY develop, capl tel eould conttaue 
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t o be expor ted ond tbc •~rst or botb possible corlds would 

ensue, r ... ael;r •· ll the ais£<Jve:~ t.r cc~ or •~ch.r.nge control 

woulu be fo1lo~ed by tbe d 1orcvnnttges of ~ rurth~r 

a eprec1~ t.1on of tbe franc. 

( ;.>) llot only woula ot. p1 t nl c 'lntlnue t o s eek r efuse 

c bro~\.1 but French Cbpltt,J. no .. • bro~od lfould cer toit.ly not 

return. 

(J) Like•ise e~chLnge c ont r ol could not be i ns t i tuted 

over n ltbt and dur i ng ' ' period in wllJ.cb t he :wt ter voula be 

ubl1c l.7 .leba t ed :~nd l egl s l r tlve i)Ower :~cusllt enora oua a1111s 

wo1,.l el l e . ve t"l e c ountry . lbi s 11~ uld t·ccentua tc both the 

1'1acol tuld e x chs&gc proble:as . 

( 4) l>hlle e xc:han:~e control woulu h1naer t o o cer tft i n 

ex tent l' r encn exvorts 1t .rould by no menns r ec t i f y t he 

bl.hnce of trnde by r cauc111~ S.lt'fi clcntly Frenc~ i:Ji)Or ts 

fo r tao bto$1c t r::a .. a.ent llo:.t 11,.13 1101.t I tu· v~ to be soU ~f1et1 . 

( ~) furtucroore Ln" :~e ttinc up of 6 con t r ol •yat• 

1 • ~ol1t1cnl cor ruption r~d coer ci on •oul d e~etcn e n e xt ens .m o. , ~ 

fo r lapor ts 

r elll•• . 

ebt ~1locb t1on of t he LVa ll"ble for e lsn exc~nc• 

which could no t 1n france be ~&?L ouL ot t noae 
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l ...... tlla\ lift. Ottllna .. JIVMlt - ~ .... ~. 

-· ........... ,_ flff- pue-.1 ......... 

81utn1T yov.n , 

... 
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JBOI llf.BtliG !I 6 i CR t..TARl 1" OPPlCi! , BI:PtuiB£1! 2t , 19J7 • 

lha\terwortlu 81r, tills ADte h auob • ukel" tlllln tile 
preYloua oa.swntoa t1o na thbt tbe Br1~1sb sent the 
Pr-ao,\, •~t wbieb the~ suowe4 ua , r~•~•ber, ot the laat 
c r1111. ! b1a not e 1s ~1lk vnd hone~ as coapared • 1tb 
t hose otllers . fwd ! tb11\K t b• r" ' aon t tw t t bcy bne -

332 

I • • • aurprlaed t llll t lt was ~s soderot~ 1~ t one •• it •••1 
1 thlu thd l.:l d ole t o tha preG~\t pol1t1o~l sHut t1oa 
ia tile Kedl~rroae•n. But Ph1111pa aade clea r , 1 t bouabt, 
yut c r dq, t ha t unn 1t the f:-"no went to 170 to tbe po,.s, 
ther e •as aot41D& Uu t Creot 8r 1ta1n c ould r u l lJt do tt ltclept 
reacl ttl- out or the t ripartite , u d tbut lle wu aca1Att tbat 
b eoausl.t hv •~• ~>&e.ilut t xeMn,e c:ont:ool. 'el l , tb~t •r• 
or leu 3bond b11 b&Dd. 'lbl t tlley llre rea lly trTllll t o 
d o U tr,l.Jl& to br l ut .:~cr. u pruaW'c Oil U.t l'toc:~cll, 
beoau.e wey real.ly c ollldJI' t use a b11 sUck. 
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CO.vERSATIOW BL~fEN Si a PR!DtRICX ?HIL~I?S 
AND 6£CR~?ARX , S~PTLMBER 21, 19)7. 

333 

Phill i ps defined the Brl ~i ah Dttitude towards the 
f rench s itwo t1on briefly, e. a rollo, a: 

(l) Tlu> t. ln t heir Yiuw t he r r :mc ••ou.ld probabl )' 
co t nrough r~peated s tep' ot sl1p~1nH and rally1nt, t he 
genera l t reml being deci dedly d ownwer d. 

( .:!) 'l'nat l n tlld r opinion u l one us the .French 
Covoruent ht.d the su;>port 111l1ch t t1o preat i ce of 11eabar­
s t1i p i n the 'triperti t e J.groe:aant cuve t.he:a, t bey coul d 
ruiat toe pres sur~ f r o• cr oup a bo t h • i t oin &nd w1 tllout 
the Governaent r~voring the ins t i tu t i on o r vn e xchbnce 
contr ol ays tu . 

( ) ) :~ t toe ~nited l i ngdoa •~ • II03t ~nxlous that 
exchanGe cont r ols in Fr" nce at\ou.d be avoided; ~he i ll­
poai tion of s uch • cont rol ayatea i n f r ance would not 
• •rely e f f ect the subs t entiol United l t ncaoa trade wit h 
f r ance, ~ut. woulu fur ther s tl•ulot.! t he r etrocresaive 
exctuncw control aovetu nt. .lolso i n t neir opini on, 
unli~e OerDhny, ? r anee wo uld not be bble t o conduct 
auon a ayatem eff icient ly. 

(4) Tneretore, the Bri t ish Ooverrnuent wcs of tne 
opi nion t hu t Prance should be nl lo~ed t o r emai n in tne 
Tripartite A&ree~ent ~espito trona fluct~vtlons bnd, 
1! it were neceas~r~ , o public s t At ewont should be 
made tb&t france wus c~naidorod DS re~a 1n1n& i n t be 
Trip, rtite A&reea ent. 

I n response to " c;uoa t1on t roll Philli ps, t be Sec­
r-te~y expressea uareeaent • itn t he ~ropos1tion tnat, 
i n t he clrc~stances , Fr ance snould be ~ept witb~n t ne 

• Tr i par t ite err~n,eaent . 

• 
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CO!IVfRSaTIJ II B:.TI.UI. SI K l'!lLJL'UCK i'i!IL I I'S 
Ali!) 1:1-.CRI:.T.' RY I .iU''i lJiBUI 23 , 19)7 . -
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Pnlll~;>s 11111<1e H c l ear t tu t be fel t sure t ltot 
t hot Br 1 tiah liovorn:utnt •olul<l v 1e" the 1t:~;os 1 t1on or 
i x.onange c ontrols in Pr unce 11a cons t i tuting a br eocn 
<> 1' t ho 1r1vart1te J.g reo:~~ent. llo> uxpr essed s trongly t he 
vi•• t ha t, l.n ttu~ir o pl ni:m , exol'mnge ovntrola were 
l nc ~nslattJnt with the t or ms 1 a well us t he int<:nt of the 
Tr iparti t e unders t bnJ 1ng . 

• • • • • * 

~n1ll1 . a tnen sa i d th• t be fel t be could c lurlty 
th• Br1 t lsb &t t i t ude on t ni s wnolu ~uest1~n ~till rurtn~r 
by #t <t l ng tb: t i f , t or ex~m~le , • country l i &e t ne Ar nen­
t ine anoul d a , ly t or Cblllbrrshi ~ i n th~ Club, t he Bri t ish 
a ttitude • oul <l be t o sr y : ~ & ~~lc~•• yo)u, but ~ e t ake i t 
to me Ln t ha t you int enc to • b~nu~n your cont rol sy~te2 , 
t o r otnor e l ee Gcais s i on wo~ld not be ~oaaible . Pa ill i ps 
.. en t :m t o a ay t clb t snoulu it b., c:onsido!red Jes1rebh or 
nttcos.tuory , the Br itish Govc rnmvnt woul u, ne tbo~<.gllt , he 
<.< 11 U~ t o *'"'n t' r e.nce , i n 6.JV•nce, t llut tile illljiOS1 t1on 
o!" t c on t rol 3ys t eo vould \ n ~heir vie" ellai oa t e her rror.1 
t ile Tr1 pbrt1te A~re~oent . 

Phillips t.nen l n,, ui red wnwtllur 1 i n vie ~ of tho Sec:­
r e t ury '• pr evious r uat. r lts , lla would bo wi lling t o reply to 
Bonnet ' • tnas~o t~e by notlnll wi tu at tht~ction tl l t; continued 
o~po3 tt1on t o th~ ia~osition of excho n&e controls 1n f r noce 
l OU • ith r efer~nce t o t nv t r ,nc r~tu probl.,~, t o t cke no ta 
• le~ of Donnet ' s st~te2ent t o Cochrnn tb5t f roa t~ b~cot-
11 ry a r.d econosic s b nJpo1nt • fr• no or rroo 14J t o 15<> to 
the ~ound 1a ooe~uate . to t n1s t be Secre t ary ~greed aa 
bfl t r\1 in l ine dth nis idoLs . 
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CJ.BLI 31 FBOI BOttlli'JOlml, IAIUARY 1.4, 19) 8 • 

. . . . . . . . 
l'b1Uipl add tbH be wu 1frald bh prn1oua 

slo~ ?red1cttons were now nbo~t t o be r ecltzed but that 

there • •• notbtnc to do unti l lt co~ld be aeen wbat woa to 

be expected in the WbY ot a new Pr•neh Gowera.ent. Tbt 

s1 t~t.1on . , , u •• had disc~ .. d H 111 'lf111h1111 t on hat 

1>\ltuan -- either tbe franc eo~ld bot f ur ther depreciated 

or exclu&nce control " oul ct have to be tried. rn hi a opWon 

txcbance control would crwatt ~ nel l or ~ •01ss•; aa1cte en11 
( thla?) 

troa tbelr 111Jur1ous eftectl, in 1b1 ee10 obY1ousl7 the¥ 

would prowe ada1n1•tra t1wel7 unworkable. 
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CAB LE 80 PRO. BOTtl:JlliOJml, 7!11ROARl ! , 1938 • 

. . . . . . .. . . 
I nlced bill whe tnr:r be a t il l he t d t.o t bc 

o p1n1on expre~sed in W;abinaton (aee memorenaua or 

converaa:t1on o! &ept embllr a , 1937) tb;1t par tictpL\.ion 

1D the tr1p~rtite asree=en~ woa ~ suf f i ci ent domestic 

political aaaet to ensure successful resistance t o tbe 

1a,os1t1on or axcban&e control . Be (Phillips) .. 1d 

be d id: t ha t the Radi cal ~cc1ol1sta hel d tbe balance 

ot power i n the f r oncb Cbbabor o! 9eputies nne be 

tboucht t ney 100ul.d continue to hold out ror e U berel 

rora ot en econoay. Ke (•) on t o r cit cr fi t e ho~ rutile 

c a G reaedy thll 111; oa1t1on of exobang~ oont~ola would 

be tn 2ucb the c~•e t eras r¥~orteu 1n ay 31, J£nuary 14, 

1 P• •· 

• 
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CABL! l)) TBOI BU!TERTOR!B, 1EIRDtRr 16, 19)1. 

······ ·· ·· 
~y 1nroraant ea~d tbnt t bQ Br 1t1ab Trea1ur1 ••• 

eQua l lf ~at1f1ed botb oa r eccr d1 t b1a extraor dlnar7 

pr oco4ure &nd ~bot • ou! d coat out or 1t • • • • • ; 

337 

tb• t exc tlllnce contr o l ln J r.. nee ebould b' nvolded by the 

f rench DDt t or ~ QY ll t lc•l rua .. n, .J eaocu llc or otberwlae, 

but t or \:he Ycry 1o\IAC1 Llll1 :.de, ua te one tbat 1 t was 

dltLD1te~y . n Pra nce ' s o.a lnt~res t t e do ~. 

• .. 

• 
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AIIII&BASaY 

LOIDO•, IIOLAJU) 

11088 

lU 

"'""•• 11ft 

no• TRB S.:Bft.Uil or TD 'l'ltKAJUBr. 

l2 •••• 

II&Ye r.ll3' 1atonMil Bftlay t bU •nnillc or eour .. ~ 

1atercbe.Dc .. Wd&7 ba'-A ~·U &lid h'!IIDCb tru•liJT• Ben 

•uu••te4 to lll'ltJ.ah that " take 110 • ot1oo UJitil opportunlt)' 

at'forde4 f or furtbu' COJI8Ultat1oD aDd nnlnat10D or ten of 

!'reach 4ecrM. 

331) 

I alao aaka4 a .. lay latorael ly to aacert.io whether the 

Br1tbh TrMnrT 41d DOt tb1Dk t hat 1Dtroductioo by the l'r-h 

GoY...-at ot .o41t1a4 aupen1a1oo or ca pital ao-ot alPt 

DOt ba ,..rerabla alteraaUYe poUcy t or tba Preach GoYer-' 

to PIU'81M rather tbaa proapact1Ya ooatlaMd 4aol1.rle or traaa. 

1 w1tllba14 dU'Mt -a.t D»>D ~~·· ..... , . U CODY.,.. 

1D Buuuwortll'• J64 ot 11&7 2. 

<•> 
lA a !Ira lDA 

.... ~~ Jl , .. .,.. Paru. rr ... • •• ~pUueat'• ~. 247, 

lla7 2 .... ,..,,~ 
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PLAII 

t.OillOI 

3J3 

t oted May 2, l~)l 

Received 6al0 p,a, 
Seor etsry o r St ate 

Wasllini t on 

RUSII 

)64, ~ey ~ . ll p.g. 

STRICTLY :JllFIDEliTII L 10R ! £f SFC~t'Utu' OJ' TilE 

TR£ASORY FROU DO!T!RWORTB. 

Si r ~rcde~ick ?ni llipa sent tor ~• toni&ht t o aay 

t be t ~buut aeven o• cloQk tho Fr~ncb ~abes~sdor bad 

JO\I&ht an interview w1 tb tbe Cbrmoellor of the Excnequer 

to preaeot the Yrenob s ide A&aoire . 

At the uae titsf' llonick, French Hnt~nc1d J.ttr.cne 

bid called upon hla. 

Pllilll pe eaid that be unuers too~ a copy or the 

Prencb aide =.aoire ••• 11~ew11¥ bein& presented e t 

'b eb1JI&ton. 
The Cbancellor or tbe ~cbe~uer bad reainded t he 

rrenob Aabeesador t ba t t be tripartite a1re .. ent was a 

trleneulcr .. t.ter end tha t be could not c1 .. bia a 

derlaite anewer until ar t er be bad oon~lted Na•bincton. 

Pbillipl b&Jided ao tbo rollowiD& rtoo-nt wllicb 

be ae i d bad been a pproved by st-on in substance before 
lt 
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t DA - :< - I'J64, ll•J 2 , 1l p.a. r roa London 

1t •rr s oc t ue ll)' dr af t ed but or 

•Ui l Majes t y' • Governaent 

courae not i n pbr<eeol oar • 

have a~udied t he ai de 

11e111oir e left by the French Ambauao.or wi t b t\e cnen­

c•llor of the E>Cche<lu~r on ~be ~1 .0 Ill')' aond r e1r et to 

l • arn th• t de~p1 t~ t bo odd1t 1ontil tax~t1on t hey n.v• 

decided to ia poae tho f r or.cb Oov4roaent bav o ret ched 

t he conclus1->n thAt i t i s r.o~ ;JOUible to ~ erend th• 

curr ent r e t e o r the r ranc by tho ~· or t be ~~~11&a-

t.ion runo . 
At th~ sese t 1ae the Yr onob Governmon~ ~ve no 

ooubt aaturel)' conolder ed •11 possibil i ties Led ~·· t he 

r espona1bi1it)' ror r•aoh\nl • dec1a1on. 
U1a We Jes tJ' I Oovernaent note t ha t i t 1s t he 

intention or t he Fr ench Oov~rnatnt t o achieve as the 

event Utl reeult or th• lr pol\UY • rate oorr espond1DC ~o 
tbe econo• 1c poa1t1on o! France •nieb eill s ive to Fr•noe 

no coapet 1t 1Y6 t r ade advant a&e· 
i t ill ror t be l'rencb oonr naent to deu ... ln• w» t 

11 tba but procedure r or : cnh vllll swbili t1 r t s ucb 

0 

r ate, ~n4 81l • • Je ttY'• oovernaent are prep• r •d ln 

not t o t · k• except i on t o w»t it 
thw olrcuastenc•• v 

1Dco~·t•t•nt ~1~b tnt t ripart1t• 
pr oposed ns be1nJ »-

i t 
i bt t o aeke i t clear 

.,ree• ent tnou&b t.be)' reol r I 
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EDA - ) - 1)64, Mn)' 21 11 P•• • froa ~ondoo 

t net they do not resard present econoaic o1rcuastancea 

Ll jll&tlf)'lDfl 0 r u t $ IOOL' O r~vornbld t o th.• franc tb&n 

about 161l . " 

Phi ll i p• polnted out t hDt p• raar~ph. three e bove 

d l d no~ ur i s e o ut. or th• li'rotncb • 1Jt~ ~~=o1ril but out 

of Sonnet's ata teaent r~.orted l o por c£ra;b n~ber•d 

rowr or ~ 356 , A?~il 29, ~ , . m. 

l'ulll1;>1 eho s~> iU t tl t ao tt. s l>:uld be ~~ :ten or 

tlle f ac t t ru. t t h e r ep1:f d l tl not cont~1n en une-.ul vocol 

yea t o t ne -.ucst1-:>n l n the l.#.St I)Or e&rllph of the a1de 

11 eao 1re , tb~t tn<: s te .. ~ • . nur u 'J cou:or=ed t .> t he 

Urtu of t!l~ tr1p,.rt1te nco.:>r d . • Pl11ll1p8 went on to 

~uote llon1clt to the ~ffect th~ot t tlC l'ronch n& tional 

lr.coae wet noK no t acre t ban 220 :ill icrd~ ehl l e 

•~•t• a n<J ::~unic 1p•l r o-.ulre:nnts ttero llS .o!lltr r d sl 

that a11ob a conditio n could not ~:o on i ndc r1r.1tely 

and unle•• r uc t 1C1ed •ollld c~ntinuc to rc~ulrc t he 

r ea•uy ot de~recietion. 
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l'b1lli ;>S po tnted out t hr t or c ourse tbtl figure 

220 =i lli • rds d1d no~ dopenc 5ole l)' Qn tbe vrice level 

but OG tn O Sto t O o! bll311lUU tiCtlVit)' ault1plied by tbe 

prlO• u vol.. 
Uo 
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EDA - 4 - 1364, May 21 ll p.a. tro. t.olldon. 

Be a aid t bt t t he French llllC1 M t r nealtd to tbe 

Br1t1ab Treasury tte wbole or their oecr .. pr ocr"• but 

342 

q,u.ota 
tnat i t c~ntained aever o t ftritt and •treeJJustaenta• wb1ob 

in aoae respec t s weru " ' • 1 ! n? t 110re, 3eriuus to Gr eat 

Br1 ta1n t nnn t b11 p:-oposed ourt·enoy ac tion. 

l evertllel eaa, t bia would consti t ute t he tirlt 

ocoea1on wben a tr1p~rt1te country nsd del1beratelJ 

depreci a t ed i t s currency *' sn 1nstruaent of policJ 

and t bere •~s ;:,o bl1Mt n& tbe t Ac t t nat it dlreetlJ 

CODtra•aned the pro•1a1ona Of tbe tripartite Bgr eeaent. 

Aa !o41ca t ed tn ;6 r~srevb on~ or oy )35, A; rll 22, 

8 p .a. Phi lli ps holds tnat ~hu auit~bl~ rate is not 175 

but between 15~ end 160 t o t be pound . 

Sowe• or, be s ni d b~ tboucht uxeb4nge control wft a 

tht crtater e•11 but be did not conooal t btt be bad no 

a r .. t oonti dence 1n tbU belDI tbe t1nal d epr ee1at1on. 

I ~J~ed •het~er ~n bia o~ \nion ~ sood f•ce could 

be p1.1t upon tbt Yr ench act ion or ••tber the t r i per­

ti t t acco\'\1 .,.ould i n et tect. 41sal)ptar into " t1UIM 

ot t 1ot1ona. 
Be sn14, s,eakin& personally, i t ae...O • l • r•e 

t r .wri t. • ke deolaratioDI aad t hat 
o'rdtr a t tbe aoaent o -

tbe ._• nc would •redually ao• • t o t he 
he bel i t 'fed t ha t •n " 

t be lea~. t r o• so•er~ental aourcea 
1od1oettd len l , " 

1D 
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EDA - 5 - IJ64, ••1 2, U p . s. tpoa l.oDdon 

ill Parie be1.Q& wba \ they "au. 

Be hQI>eO t ba\ SilloD woula not be a alled e 'luution 

i n the ~ oC Coll!loDa toaorl'ow, tba t no doubt ne orould 

b~; oa 11ednes dt>y lilld tbu t 1t 1 t wu uaroeoblc he would 

reply e lo&g th~ l 1neu 1nalcotcd Ln thu text ~uoted abowe. 

Pn1111ps aa1J tb8 t be did nopd tuat 1t e1abt be 

pou1ble ror llaeh1naton w re~ch a deohi on t on1cbt 

but iC no~ \bu CO.ncellor 'IIOu!d wuy auell L,.:preciah 

it 1r r eply c ould be bad ehrly t oaorl'ow. 

AD cdded rea son tor un 1 .. edi &te l'eply lies in the 

t•ot t~t the Asba5aador h~a an appo1nt.ent to aee Sir 

John Sieon at no>on t o=-ol'ro•. 

KCilliEDX 
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)66, .. ,. '· ' , ••• 

POll TUA8tDlY PBOIII BOfililtttOJI!'H. 

looadon 

Dated ll&)' '· 19)8, 

aec•4 l2a25 p.a. 

I ' 

For purpoaes or record there 1s br1otlr s ot rortb below 

the a&1D poiata or the Alll>uaa4orts talophoM re;~ort or hls 

ccmYeraaUona with the Ch&Dcellor or the Jxcbequer and t he 

Priu ll1D1stera 

(ODe) Tbe British GoYernaeot 11 dor1Ditelr a&&inat the 

1apo81tioA ~ an uebuce co~atrol b)' Franco, that the)' are 

opposed to it AOt oolr beoaue it cuts ac.rou baaic liberal 

pri.llciples but becauae thaT clo 110t belien the FroDCh can "mrlt 

auch a arau.. lA tbeir n•• it would aean the worat ot both 

worU., tor 4ea~te uebuce control the rranc 1o their opiAlon 

would be 4epreciete4 &117' ..,.. 

(Two) Tbe Britiah a&iDtein that the)' are Jut •• 

&DOO)'e4 u w are obooat tM Fr-h actio.a. lnlt tMT an ,..... 

JUe4 to -looll 1t ~- the)' are protoa41)' e~ 

that it •01114 n a poa•e aiataka tor pol1Uoal u ..U u 

rinaDCiel 
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.... 2, 1)66 rr .. looDdoa 

t1M.c1&1 r•aou to tll'eak up tbe ~1partUe .lpeftent, 

part1clllarl7 - tbe oecu1on of BlUer'• rta1t to llunol1D1. 

They poi nt out that Br1t11b trade Will ba aueh aore ad•c•el7 

att ected than .laer1can trade aDd that •1t won't coat u aa;r 

aoner• to aoq111eaee 1n tbe l'rencb action. 

(!bl'") .lt tbe aaae Uae the llr1Uah atate t het t bq 

.Ul oot do ..,thlD& li.Dlen we •&na and they expressed the 

bopa t hat 1a OU' repl7 to tbe l'rencb •• wollld v&• l'ranea 

to take a tepa to pat bel' boWie 1n ol'du. 

'fbe Br1t1ah aAt •err neb our oaawu by t hU aftel'­

ooon or t oD1&ht. 

lD.dlll 

C8B 

345 

Regraded Uclassified



s e.t171 Well, wbo I left £1141bnd - well, t llDt'• eu ..... 
DOW - tbe ntt1tude oertainl 7 • • • th• t • • were afr al• 
that nch&n!le oontrol wu pretty lllttll , but •• 
PIIPitted - oretl) r atnvr llll tlla• rl&ht lloi tllol&t U. 
l hlD.SI nave aon• r~a·the1• a1noe tben, and the aUUIIIle 
u7 ~·• obanced. 
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IIDIORJ.JDIIl PRO. BRI '=ISB EllBA88! , IIAY 4 , 1938 • 

• • • 0 • • • •• 

( l) fbey ( Ilia b jeat.)' •a Go'ftr .. en t) tboU&b.t 

tn ~ on)' ~ ec1a1on wh1cb le~ t o Frence l ecvin1 or be1na 

expilled f r oa tbe Tr1~ r t1te Alr••=ent Q1gb.t br ine abo~t 

" ~~oovernaent by t he l~>r&e p~> r t)' i o )' r • nce which eent a 

•xona Qil ~ ountr ol e nd .auld i n any o oao be • henY)' bl ow 

to t.be prea• n t f r encn GonrM ent . '!be) tll.OU&ht the t 

£xcua~~ control c oulo ~t be ao~isfectorily wor~ed in 

F ra110e, t tu. t lt would aerio.all' tu.aper l .lgi t .i aate tr, de 

11 011 bua ineaa but ~oula probLbly fdl to s t Oll 1llegit1Ao te 

• ~ t.1v1 t.)' , cnJ f ur t hor t blo t t bo e t !llct •o~ld s pread t o other 

c oWltr1•• · llor e:oYe r, t ney die! no t t hink t Mt exchange 

control • ould 1n t oc t ~rove en a ltern tive to a l o•er vol~• 

:~ l t he t nnc but • oula 'be 1n adtl ition. 
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CABI.E b)) P'BOK lltltTFJtl081'11, .Jtll~I 14, 19)8. 

II,J' lnt'oi'IIA!nt •n or the oplolon t h,. t ellcilanc• control 

could not bo ln!!t1 tuted in frul(:& d tbout causln& d1sor1~nha­

tion • nd d i s turbance bna tnor efor~ he f oti red t ne 1amob1l1s 1AI 

whi ch thh would entbU nnd tu~ op;»ort unlty 1t wou l o .. rrord 

to Oeraaey. 

l n Yie~ or toe bovo I qusstioned Pnll l 1 po ns to bla 

Y1e~ Of t he tre~ of eYt nts 1D Frnnce e nd of the desirub111ty 

o r otner ::f. sc or t he l :-.=t1tut1on of P:r.Ch"l\lll! onnt':'Ol by Pr .. nea. 

Pblllipa s t.id tb~ t ne s aw no ' ltna t nu t a llOYe.omt towar<la 

c ootrol w.u es1n1Di ao:I8Dtl1ll, t b· t 1t. •ould be ~art ami pLrcel 

or a r nur&nnce of e Left polltie~lP"ln~& ~ nii th• t 1f ~ ll)' tb1AI 
tne trellll or political opinion l.u !l'rl>tiCO uccorJ1ng to Drit1ab 

s ources ws. z to•" rdll tb& C.:n\.t<r. Pblllips &lao !Blt t na t eost 

ot tbe P'rencb Cabinet would no t s t nnd rcr ell)' aucb eeaaure 

aJid tba t tbe Senate wos now no aore prepnr ed to o ccept aucb 

c d e•elo:m•nt t bAin 1t bod been durin& tne secood 8118 

Oo••r•ent. . 
Pblll i pa a

1
..tn r e l tlll"b t.C bU profourw:l conYicUoD 

tbAi t t or Prllnce t ho lnat1tUU?n of e,;c tu• nge control would 

orove bo tJ:l rutile ~o nd vtctoua• 
( 1) It would not be run e rtectively - e bluclt m rUt 

ln tr~oc• would t .. edi ot el:Y develop, copital would conti~t 
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to be exported and tbe worst or both poaalble worlds would 

ensue, n»ael7 Qll tbe dlaadTnnt~a•~ or excnan,e control 

would be rollosed by tUe diandTant<aes or a fur ther 

depreci ation or t he trona . 

( :.!) llot only woulo capitol continue t o a .. k r eruce 

obroed but Prenoll copital no• 1 br O$d would certa inl y not 

re turn. 

(.3) Liltedse exoh.en,e control C!>uld not be 1ns t1tuted 

oYer niallt and clurin, a period in which tbe antter would be 

; ubl i c lT clebat~d 3nd le&1sla t1Yt ~·or ~ouabt enoraous auaa 

wo uld l eaTe tne country. l bia would • ccent ua t c both the 

r isool and e xcbsnge pr obl eaa . 

(4) lbile e :xccluu\&1 control would binder to c certain 

eY-tent Pr encb ex~orta it would by no meons rec tify tb~ 

bdance or tr11de by r eduo l ni sufficiently F'rench 1aporta 

ror t he basic ~rSbaent d12~n~s would neve to be s• t1st1ed. 

(5) Yurthersore the aettin& up or a control ayat .. 

would aean an e:xctena1on of pol 1t1c•l corruption end coer ci oa 

ina .. uch Ls the alloc• t1on or the n•~ilable tor eiGD excnanae 

f or 1a~rta which could not in France be Kept out or thOse 

re~t. laa. 
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Secreta~ of State , 

Washington , 

689 , July 27 , 6 p . m. 

POll TREASURY FRO¥ BIJ'M'Eif'IORTI!. 

ORAY 

London 

DatEd July 27 , 1938 

Rcc 1d 2:30 p , m, 

Since the dcbate in the aouac of Lords in which 

Britain ' s war debt was discussed, reported in my telegram 

No, 670 of July 22nd, t hE fin anc i al press has reported that 

Lord Samuel ' s proposal has "me t w1 th unanimous approval in 

banking circles" and that city opinion favors the rEopening 

of thE question "without further dElay" . 

In the House of Commons yrstcrday the lcader of opposi­

tion--liberals referrEd to thE matte r 1n the debate on 

foreign affairs , nc stressed the importance to Orcat 

Brita in of AmErican friendship and said tha t three things 

wErE needed to s trengthen it, firstly to strike thE s~c 

note as thE President and Ur . Hull r egarding the nerd to 

uphold peacE and democracy and extEnd trade , secondly to 

push on with the Anglo-American trade trcaty and to extend 

its general principles and thirdly "to tacklE the quut1on 

Do not let it lit festering under thE 
bondage or thE war debt , 
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REB 
2-#689, From London, Julr 27, &p.m. 

bondage of polite diplomacr. CautcriE£ it even if it hurts 

a little and Anglo- American rricndah1p will be all the 

hEalthier and stronger tor thE great part it will plaJ in 

thE presErvation of peace and freEdom in the world". 

The Prime V1nistcr's rcplJ to this was as follows: 

"I agrEE VErf much with thE ri~t honorable gentlemen 

in thE value that hE attaches to our relations with the 

UnitEd States of America , I om hnPP1 to thi nk that th£1 

have never bEEn bettEr than they arc at the present momEnt . 

With regard to the dEbt I am not quite sure what the right 

honorable gentlemen meant b7 cauterizing it . The settle­

ment of tht debt hns to be a settlement betwEen two parties 

nnd cannot be sEttlEd by one alone . As for the attitude or 

the British Government I would lik£ to refer the right 

honorablE gentlEm&n to the debatE whiCh took placE on this 

subject onlY n rcw days ago in another place when the 

spokesman of His Majesty's aovtrnmcnt made it pcrtcctlJ 

clear what our a t titude wna• . 

KLP 

DDV 

KENNEDY 
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P.IJW'IIRAU or DLIDJWI UOIIn:D 

,_; a.1-. ..._..,, Pula 

DAD: Jlllr rf, 6 po'ao 

10.: uta 
J'ROJI OOODAJ. 

0111rllellt tn41D& on tM I'HIIoh -.zut baa b- nueeee4 

4ur1Dg tiM paat ~ee dar•• lo eT14Coe of 1JI.tent:nUoa bJ 
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the oonbol :111. tba apo1i fftllo baa ~- plaoe, tlae 8pot fruo 

poa1t1011 lle1JI.c •-tdat illproYe4 nth hlper tu retuma for 

K&r , Jlr. Jloraatllml'a 't'lalt to Pa%1a, u4 a better 1JI.tenaUoJI&l 

outlook. ~~owner, ULa oontrol 1a appart:nUr opera1i1Dg 111. tu 

forward •:rkat. It _. thouaht bJ aoae obaenera todar 1i!lat 

ther •• t.ha tl:ra1i alpa of opa:raUou under the nn opt:n au­

kat pollofo .TIIPUl••• pv.:rollaaN of aterllllg wttla 4olla:r prooa.U 

of gold llhl~ta to tlla United Stat .. 1a ocma14ere4 parUJ 

reapou~a to:r t.ha t1Dotua1ilon 111. tile 4oU&r-ater11JI.C :ratao' 

Belpa are bal.JIC pa:robaaa4 to:r ULa J'ranoh oontrol bJ Pa%t.­

.laer1-. laall:, p:r-•blJ to:r appl.lo&Uon on J'renoh rall•r 

oblipUou :111. Be1C1Ua, ba.t ULa balsa'• ·~ 111 •JIIII&Uai 

wUh tM ulla:r ~ .. t.hla a -ur operation. 

n .. a :rater to., talapu 1105 of Jalrll, ' p.a., 111 

whlok I qao1ia4 a p:raaa :r~e:rt of a lou of 75,000,000 tln1a 

to ULa rr••• OCJYc= nt br • ...,_,.,., a:rOIIP lla4e4 br 

I u lllfo~ '111 l'a:rt.-.... n­
llnfal...- UIA 01 a at• 
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banker tb&t today ~e Bancpe d& Puie et dee Paye 13&8 b&e 

offered hie inetitution J'renoh 'l'rea~ry 'bonde at :5 1/41/. 

353 

net for thie lo&:ll. !'he aboYe-actioned 'bonde are for three 

monthe wi~ priYUege of fiYe utenliona of three JDOnthe 

each and are payable, at the option of the holder, in 

either Dutoh f l orine or United St&tee dollare. I am inclined 

to bel18Ye, in the ab .. noe to date of any public or priYate 

information from Jrenoh offioi&le that th1e operation 1n­

volY88 new aoney, tbat it ie partly or wholly a replacement 

loan with the French 'l'reasu.ry IIUb8tiiuUng iteelf for the 

French rau-ya u debtor Y1e-&..Tie the 'banken at the early 

maturity date of the railway loan. 

There i8 a alaokening 1D the demand for gold ooine. 

:;alee are being Jlll8hed abroa4 by Swiee banlten of snee gold 

coins at three percent pre&iua wnioh 18 1888 than the our-

:tent pr•ium on J'renoh, Br1t18h and uerioan ooine. 'l.'heee 

latter three are aoaroe on the .arket while the Swies lational 

Ba.nlt ie aotiYely ainting to sake thie profit and d1aeee1D&te 

its gold. 

BULLI'l'T 
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FEDCRA L ltCSCftVC eANK 

o,- HCW VOMK 

OFFICE CORRESPONDENCE 

COIFIDeiTlAL PILEI 
TO 

Our hlT 28, 1831 

Su1.1oc• Telephone ConYereatioll 

z. W ._ llcJ:eoa 

l called llr. Ceri«uel ot the Banque de France at 

l0a30 u our time todaT and, i .n hia ab sence, spoke with 

llr. ~gan. l u.kad llr. lrogan bow things were and he said 

rore1cn exchancea heel been extre11e1T dull. tor the pas t two 

weakiJ there had been conaiderable hoarcling ot gold, but he 

thought that clurinc the past two or three claya the deu.nd 

had aubalclad. l told llr. lrocan roreicn exchancea had al.so 

bee.n Yery quiet w1 th us ror the past two week a, although 

stocka bacl been rather act1Ye . llr. lrocan was very happy to 

s tate that the political aituation on t he continent wae Yery 

much br1chter, particularlT in Caechos lovakia, and that the 

french Stabilisation Puncl had been Yery quiet durinc the pa st 

week with the reault t hat they had nei ther catned aor lost 

toreicn exchance on bal•nce. 

1 ' tl 

.... .,~ "! · 

.... . -....... 
·It'!\.,-, 

'· 

I 
v ' 
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PARAPHRASK OF T:II&G!Wl Ju:OIIVED 

FROih 

DATE: 

American lmbaaav Par ia -.. . 
July as, 1938, 4 p . ~. 

NO.: 1183 

FROM IJOOHRAN. 

355 

J:rance 

Today the stabilization fund bas bad to give up 

possibly 300 ,000 pounde t o hold the f ranc at a rate of 

178.14 following the report of Oercan reaction to th.e 

proposal• by tba Ozeobs. The outlook bas darkened a 

little because of this, but there is no ser ious weakening 

in the market ' s confidence in t he British ability to keep 

peaoe in Europe. During August things are expected to 

be comparatively quiet as many traders will be out of 

to.n. The July 21 statement of the Bank of France show( ed 
't7·' 

no important changes. Coverage was 47. 56 versus~. 

At a press conference yesterday the President of 

the French National Defense !und gave a statement to en­

courage suhaoription to t he issue of eight months bonds 

wnioh was recently opened. This official indica ted that 

sales were satisfactory. The impression was gained t hat 

this issue - tor an unfixed amount - will be kept open 

indefinitely in t he hope that subsoript1ona will keep up 

with national defense expenditures. 
BULLITT. 
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CAP D'ANTIBESL FRANCE,•·SECRETARY MORC£NTHAU AND HIS FAMILY ARRIVED 

TODAY FOR A VACATION, 
MORGENTHAU HAS HELD INFORMAL TALKS WITH FRENCH COVEJINNENT LEADE.RS 

SINCE ARRIVING IN FRANCE SATURDAY NICHT, 
7/27-·RS,lA 

PARIS ,••MINIST£R OF FINANCE PAUL MARCHANDEAU REPORTED TO THE 

CABINET TODAY THAT CONVERSATIONS WHICH HE HAD HELD WITH SECRETARY 

MORGENTHAU HAD ENABLED HIM tO ASCERTAIN THAT THERE VAS PERFECT ACREE• 

MENT BETV££N tH£ FRENCH AND AMERICAN GOVERNMENTS TO APPLY THE 

AMERICAN•FR£NCH•BRITISH MONETARY AGREEMENT "IN A SPIRIT OF CONFIDENT 

COOPERATION, • 

MORGENTHAU SAW MARCHANDEAU AND OTHER GOVERNMENT LEADERS DURING 

A VISIT HER£ ON HIS WAY. TO THE RIVIERA FOR A VACATION , 

A CABINET COMMUNIQUE MENTIONING MARCHANDEAU'S STATEMENT MAD£ NO 

REFERENCE TO WAR DEBTS , 

THE CABINET APPROVED A DECREE ORCANI2INC NATIONAL PASSIVE 

DEFENSE, OR PROTECTION OF TkE CIVILIAN POPULATION ACAINST AIR RAIDS 

AND OTHER ATTACKS, GENERAL AUBE WAS NAMED INSPECTOR CENERAL OF 

PASSIVE DEFENSE IN ADDITION TO HIS DUTIES AS INSPECTOR CENERAL 

OF AIR DEFENSE, 
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-M I NI STER OF F I NANCE PAUL MARCHANDEAU 

REPORTED TO THE FRE~CH CAB I NET•TODAY IN PAR I S 

~THAT CONVERSATIONS WHICH HE HAD HELD WITH . 

11 HENRY MORGEHTHAU ~R UNITED STATES SECRETARY OF 
0> 
~ TREASURY HAD ENABLED HIM TO ASCERTAIN THAT 
-I =? THERE WAS PERFECT AGREEMENT BETWEEN THE FRENCH 

AND AMERICAN GOVER.NMENTS TO AP PLY THE AMER ICA N-

FRENCH-BR I TI:SH MONETARY AGREEMENT - I N A SP I RIT 

OF CO NF IDENT COOPERATION- - MORGENTHAU SA~ 

MA RCHANDEAU AND OTHER GOVERNMENT LEADERS DU RI NG 

A VISIT ~ERE ON HI S WAY TO THE R I VIERA FOR. A 

VACA TI ON -A CAB I NET COMMUN I QUE MENTIONING 

MARCHANDEAU-S STATEMENT MADE NO REFERENCE TO 

WAR DEBT~ 

• 
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"f! , . 1&00o.J , . 

P'I.O EftAL R I S iftVI e.ANK 

O JI' "fEW 'r011tl( 

I .. 

OFFICE CORRESPO NDENC E 

To COfflJ)IIU&L rtJ.11 
O• n llll.f D. ~ 

S U&JICT fa~pboaa CciD .. rM\1-

0l U& knk ot aaclaM. F I. •• ··~·~~~~-~------Ro~o~~ _ 

t ori t bat 

Ther a oara throe t.,or t ant 

- t rib\tto4 to t.be ooalmeu ot t.be polllld. 

1. Daa .._ olt ato17 or r UJIOn ot t.be 
dolla r-s torUaa ate'bllluUOG 'bot­
tiM UD1to4 Statoa uul Groat Drltaio. 
It ba4 boon ropor to4 in one or tho 
British naoepapare tha t wbOD ar. 
lloraetbau ••• aakod about the r lDIOJ' 
bo s aid tha t ba could .. 1 notbtDI 
•orallr.• 

1. CoDtiDODtal c ... arcial deaand tor 
dollar• duo w lfn.al&lld'• ad.,.r a• 
b&l&aco or trade . 

&. Pooplo were oot taall.A( 'fOJ'1 bappr 
a bo1at t.be Caocboalonlll&tl sltuaUOD • 
.P'er a t l.ae tba p .. ple bad boon n17 
ploaao4 OYOr tha a ppo ln t.ent ot 
Jmact.aa •• ao41a tor, b\tt noo tho 
at t -uaa oaa DOt • •rt aood· 

r ae-

llr ... uar a al<eil ao 1r t here bad boon repor t• 1n tba 

h o York aow.tpapera about tha dollu-poUDd ata'b1Uzat1oa. the)' 

had beard ill at1laad that tbl ru.ou oara clrc:ulatlnl vert h ealr 

1o leo torlr tocl•1• I told hill tba t no• aod th.an eoae rate ranee 

3.Al 

•aa aada to 1t ~t b at the report oaa not clrculatlos treelr, ~ 

tha t ;»ar~l7 I did DOt bel.ia'f'O there WI anrtblnl to it. ..Dar 

• &read that it •• al.1 • .. uo . • 

At t¥ tl- ,r R1' tolo,-.ao -YOU&U.OG atarlllll WI 

Quoted a t a~, -,t•'fi.at 11r ... otl:er aaid that 1t atarllnl wPOD .. 
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to 491 l/4, 1\ wul4 l»e uoouaey \o .. 111 ..s uu t.ar er 

tin allll• ••lluoa Qd that wul4 - lao woalcl be .. rttlac 

oa our dollu aol4 order. l told la1a thAt wollld be all rlcbt 

w1\b u. 

Dmr1D1 tbo eoarao ot oar cODToraetloa I ..at1oaed to 

Mr. Haner \bot 4111'1DI tbo put two .. ella t bo lapaauo u. 

reported abl!IIIODU or cold to U.o 11Dltod ltatoa uoUDt1a& to 

about tl'P ,100,000. llr. lawlcor lntoi"Md •• tluit oa A\I&Ut U 

tbo lapaaeao Control Bank "ald tako onr all torolca oze~aan&o 

hold1aca tro. •••eerotal ~~ la lapaa. Tb~t probably ••aa• 

tbat t!M lapoaoao aro abOrt c:oaaldorablo toro.lp oxc:han&•• 

I oak .. llr. Bawlcor 1t lao ltMa aQTtbiAI about two cold 

Jbtpao•t•, tot&ltaa u.ot ta,ooo,ooo, wbtob bad bee abtp,.. 

troa LoDdoa to Pari• aa4 roablppod t roa Paris to 1 .. tortt b7 

panel poat 6114 tllt.lcb_. roportod duo to arrha la ... tork 

about AlliQO\ 1. 1 told 1a1a tta-t I wao latoroatod la t 1nd1nl 

out ~obaa\ tile o:uet co~u, taauraaoo, etc. Be aald lao did not 

kDow alloll\ tuM particular abt,...U "t would 1** lato tbo 

•sattor ...s .toll .. aoro abo1lt u 1a ow aut teloplaoae ooanraaU•. 

I to~_.. tut uae ut .-rt-taro oaplt.el. ao•o .. at 

-~~ ~ \ ~ 1-•• .,0 abOWo4 a oedorato lilt low of t11114o tw 
for Uw - _... I""" • 
tho ftnt ta. . • ~. • lot tor part of April. I \llaakod lab tor 

• 
calltaa ... ,,..M~ ,_ •all la1a aa! ..-• 

.. 
l..ariiOC 
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FROll OOOHIWI. 

This morning the French s t abilization fund held the 

franc rate at 178.14, and upon shifting rate to 15 at 

bourse opening had to give up an increasing amount of 

sterling. Slight ly core offering of forward franc. 

Continental hoarders are actively seeking gold coins. 

This morning the Credit Suisse bought at London 75 bars 

of gold. Opinion here ia that the dollar strength comes 

mainly from purchases thereof by the Sties and British. 

Better market for French rentes. However, 11 ttle 

publi c enthusiasm ia evidenc ed for renewing Treasury bills 

and t wo year QB.tional defens e bonds as their matur1 ty date 

1s reached. 

Tight day to day money. Moat of the banks in Paris 

had to rediscount importantly t oday at the Bank of France 

to me et requirements for t he end of t he mont h. Today t he 

French Council of Ministers dieauesed the financial and 

1939 budgetary problema and plana of waroh&Ddeau. 

Vigorous reoo1111endat ions have been made by the Bank of 

rranoe Governor to t he Minister of Finance for budget ary 

B&Yinga. TodaY 

3CD 
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Today I ha4 a telephone oonvereation with Jacobaeon 

at the Balik for I t n ernational Settlements. Jacobsaon said 

he bad been expecting a bre-'-ou. in the market in New York. 

He ie much encouraged by the way it waa received and by 

yesterday's reaction. In his opinion, the retail price 

riee in Great Britain 1n June tit ccna utea a second favorable 

faotor. 

Jacobaeon talked about the following four points re 

proapeota of war -

Firat, he beli&Ted that the apilling of German blood 

in Ozeohoalovakia would be the one moat potentially 

dnngeroua cauae of war. This might incite Hitler to mad 
in 

aotion ae/the incident in Almeria. 

Second, in hie opinion the fact that the British are 

conoentratine; on air defenae has effectively put out of 

the minde of those Germena who have extreoae confidence in 

their own air force the idea that Garmany could enct 

peace terms from the British after a vary abort conflict 

merely by a m&BB bombing attack on London. 

Third, he hopes that rranoh financial difficultiea 

may be poatponed until November, s i nce France ia having 

a prosperous tourist aaaaon, a good wheat crop, and 

the labor aituat1on 1e ~ra pacific; also, the French 

P&rli .. ent 18 not lU:ely to convene until after senatorial 

Jaoobeeon bali&Tea that web poatpon•eot 
would 
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would make the situation lees tempting to Germany t han if 

a oriai e came earlier in t he aut\111111 when aarohtng 1e still 

good. 

Fourth, 1n view of t be growing financial diff1oult1ea 

of Germany and I t aly , e.nd the poeaib1li t y t hat domestic 

public opinion might , under adverse oiroumetances, so 

turn against the leaders tbat t he y would consider r i sking 

war in desperation, J acobsson believes that countries which 

desire peace should not be too severe 1n presa1re on 

Germany o.n4 I tall' 1JDt 1•4wl • t • • x 

END lli:SS.WE. 

BULLI'l'T. 

a t t., J J ,1 

\ 
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Sccret~ry of State 

Washington 

706 , July 30, 1 p . m. 

FOR TR£ASURY FROC BUTTER""/ORTH 

GRAY 

London 

Dated July 30, 1938 

Rcc 1d 10 a . m. 

3oth the President of the Board of Trade and the 

Prime Linistcr made in yesterday's closing session 

of the House of Commons what the press calls "rt­

nssurinc statements" . 

In the course of a description of thE progr ess 

being made with thE projected Ane;lo-Aintrican trade 

agreement, Stanley stated "The ridht honorable 

gentlemen referred at some length to the adverse 

balance of trade which, of course, is a matter that 

must give tlu: Government cause for constant and anx­

ious attention. ThE right honorablE gentlemen will 

realize--although I am not sure that the public gener-

363 

ally realizes-- that thE course of overseas tradE has 

altered completely as between th£ first and second 

quarters of the year . ~bereas during tlu: first quarter 

of the year there was a rr:onthly increase in the adversE 
balance 
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balance of visible trade aa compared with the year 

before in the thrEE months of the second quarter the 

adverse visibl e balance of t rade ~~s month by month 

been lo11er than a yea r azo , Although the fnll has not 

ye t been sufficient in the second quarter to make up 

for t he increase in thE ti~st quar t er yet the tendency 

now i s towards improvement at ony rate in the visibl e 

balance of trade" , In answer i ns n ques t ion regarding 

the pl acing of armament orde rs i n the depressed areas 

the Prime t.l inister stated "The honor ablE gentleman 

!mows that the Govc rnmcnt ha vc throughout done thEir 

very best to di rect expendi ture upon armnmcnts to 

those o.rens whErE unemployment is most prevalent . ·~c 

hove indeed on numerous occasions taken not ion in 

costs whErE if we had conside r ed 3imply t he desirability 

of get t i n£ thE work out in the quickes t ti~ we should 

ha ve sent thE work els ewhe re but it hn3 been dtlibe~ 

o. tely diverted to pl aces whtrt it 1/QS most required , 

There a:~ n I think the ecnr.ral question of trade is 

onE to Hhich I"E bllVE to direc t our a ttention. I dt-

Sug6 Es t1on tha t 11£ ar t on the tdgt of a 
precatc any 

Such conditions as existed 
slump or. of a return to any 

ln 1931" . 
THE 
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ThE tortign exchange and othtr markets bnvt betn 

undEr holiday influences , All markets ar t closed on 

Monday, 

KENNEDY 

Dllllt:CDP 

f . ·' 

n ' . 
' ., ,,., 

... .... ...,._ . ...... ~ 
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