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SEcrEt ary of StatE, 

Washington. 

884, SEptEIIIbtr a, 5 p. m. 

GRAY 

London 

DatEd SEptonbcr 8 1 1958 

REc 1d 1 :20 p . m. 

FOR T.tlEASURY FROM BUTTERWORTH. 

ThE dollar opEnEd at 4, 82i bid 1uE to thE ovEr 

night n EWs of thE MaEhrisch-Ostrau incidEnt and thE 

consEquEnt tErmination of thE CzEch- SudEtEn nEgotia­

tions . ThE British control gavE ~EcidEd support at that 

figurE and latEr at 4. 82 3/6 and thE ratE gradually 

workEd back to thE opEning figurE , NEw York camE in 

a sEllEr of dollars . 

Gold fixing was again largE, 655 bars at 144 shillings 

onE onE-hal f pEncE, ThE British fund gavE post fixi ng 

gol d at onE half pEncE lEss. 

· ThE franc continuEd stEady at l'/6 5/l6s ; thE volUIIIE 

of trading was smallEr than yEstErday, 

CSB KENNEDY 
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PAIU.PHIWIJ: 01 TJ:LIIXJRAll RJ:OJ:IVED 

PROM: American Embassy, Paris , France 

DATE: September 8 , 19:58 , 4 p.m. 

NO.: 1413 

PROll OOOHRAN. 

The French control bad lost around 250 thousand 

pounds by f our o 1 clook. The British control bed lost 

14,000,000 dollars, and 2 ,000 ,000 sterling of gold. On 

both Paris and London markets the principal activity came 

i n early trading. There bas been comparative quiet the 

remainder of the day. September l statemeit of the Be.nlt of 

France showed no import ant changes . 

versus 46 . 65. 

Ooverage was 46.44 

Today the belga is firmer, following the attack on 

it yesterday. Becaus e of the fact that the French f r anc 

bas followed sterling downward, and because the Dutch florin 

and the Swiss frano have shown more of a tendency to weaken 

with the pound than to stand by the dollar , it is thought 

likely that the position of the belga attached to gol d and 

appreciating with the dollar against the currencies of 

other European countries may become vulnerable; particularly 

so aa apeoulatora are likely to attack this currency for 
• in view of the economic situation of Belgium, the belga was 

al.read.y perhaps overvalUIId against the J'renoh franc before 

t he beginning of the present mov•ent. Furthermore there 

baa been gossip recently that the belga bee been cut loose 

·fro• 

• 
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from gold and h permitted to follow sterling. 

In confidence I hu·e been giYen to understand that 

s 011e of rq Dutch central banking friends would like to see 

the belga follow sterling, and if depreciation of sterling 

becomes important , they themselves are determined that the 

flor in should follow sterling. It is the belief of the 

Dutch that they will have to do thie because of sterling 

competi tion in shipping, and in the Dutch.Indies and other 

areas in the Far East. These friends would like to see 

3 

the Belgians do the same principally because such action would 

bring more pressure on Great Britain to hold the pound. 

A sterling bloo giYes Great Britain certain advantages, 

but trade benefits from fUrther depreciation of the British 

pound are lessened if the currencies of more and more of 

the co~rpeting industrial and shipping nations are tied to 

sterling, with corresponding lowering of those currencies 

with the pound. 

END S:IOTIOlfS on:, TWO AND THRU 

BULLIT1'. 

U:Ln 

Regraded Uclassified



PAIW'H.RASE OJ' TELEG!Wl RJ:OJ:IV.ID 

J'liOil: .&aerioan J:mbaeey, Paris 

DATi: Sept saber S, 4 p .$. 

llO.: 1413 

SlOT IOll J'Otm 

While no benefits are derived by the British from this, 

it naturally works against American trade to have such a 

number of ourrenoiee depreo1at1ng against the dollar. A 

group of tbll J'renoh who have rather complacently witnessed 

tho frano going down With sterling are commencing to worry 

lest, if the pound moves back the other way , the frano 

may not ahow a aimilar recuperative power and J'ranoe will 

thue have suffered a new devaluation. 

From Stockholm Governor Rooth writes me that if there 

should be a further depreciation of the !few Zealand pound, 

he believes the Jarmers Party in Denmark Will begin a 

political campaign in favor of a corresponding depreciation 

in the Danish kroner. 

END OJ' KESSAGE 

BULL ITT 

4 
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H. !!. Jr: 
Herbert 
f'e1o : 

P . !.! . Jr: 

f': 

:J . !".Jr: 

f' : 

H. !.: .Jr: 

F': 

f': 

u .!! . Jr: 

F: 

H. :• . Jr: 

F: 

H . IJ . Jr: 

f' : 

H . '~.Jr: 

F: 

Hello . 

5 
September 8, 19~8. 
4:15p.m. 

Henry. Is this convenient or shall I call 
later? 

Pardon me. 

Is this convenient or shall I call later ? 

Well, if lt ' s not more than a fifteen minute 
telephone cell. 

That's right. f'irst, we reported on China. 

Yes . 

And t te Secretary eaid he still stood about 
where we had r eported and I concluded by saying 
that I now thought definitely the point was 
reached "here Hamil ton and lii.Yself coul<'ln' t be 
any further use As interpreter and that , pll!'aee,' 
the first conveni ent opportunity you were 
expecting him to d iecues it with him, and he 
sa1d , "Yes", that he would do so. 

Thank you, but -

I beg your pardon . 

But the move wlll be from him. 

That's right. ?e 'e etlll turning it over in 
his oind . I told him th.at what he hadn't 
known, Pnd t hat this f e llow was coming by 
clipper. 

I see. 

You see? 

Yes. 

On t he o ther matter, the slip you gave me. 

Yes. 

He was in - he was in one of hi e beet moods, 
and begBn by speculating who in the - in the 
third offlce, next yours, had dictated i t. 
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"! . U.Jr: 

F: 

H . l l. Jr: 

F: 

H. :.!.Jr : 

F: 

l' . !.! .Jr: 

F: 

H. lt.Jr: 

F: 

H. t: .Jr: 

F: 

'L !._• .Jr: 

F: 

l' . ll.Jr: 

F: 

H. Ll.Jr: 

F: 

H.U.Jr: 

F: 

- 2 -

In the office next to mine? 

That's right. 

How did he mean? 

6 

Well, he wondered why it wa e neoeeeary, thinking 
couldn't thie be done by oral communication and 
saying be wee fully cognizant of it - in fact 
had put it up t o the Ambassador -

Yes. 

Just today. 

I see. 

Which is r ePl ly true, and theref ore wondered 
whether he could l e t it go at this, with hie 
real full oogniz~noe of 1t. 

Yes. 

And "ith an instruction rhich he, on the spot, 
delivered to me to take that slip 1nto, eay 
Hawkins. 

Yes. 

And bring it before them. 

I see. And let 1t go that way. 

That's right. 

Well, I ' ll say thie, yes, I'll let it go that 
way until next Tuesday , then I'll re-examine it. 

All r1gh.t, . str. 

How ' s that? 

That's right, because it won't come without 
further -

No, no. 

You won't juet aer.d it over? 
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H. !J.Jr: 

F: 

H.M.Jr: 

F: 

H. J!.Jr: 

F: 

\ 

- ~ -

No. No, poa1t1vely not. 

Thank you. 

Thank you Herbert. 

Right, sir. 

Goodbye. 

Goodbye. 

1 
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FEDERAL. RES£RVE SANK 

OF NEW YORK 

8 

? FFICE CORRESPONDENCE 

COin-IAL nLg 
OAT~····- It 11a. 

SUB.lECT &IPIIOIII COlt U'IOI Wl1ll 

F ROM loo Jo r..ace R IJMM••DICIII U1L 

•• Joap ealled Mclq et laiO •d Nfenlal to bh e.a.Ie 

m (aM •elollln) be 1Dqa1re4 wbnh• •h• reqwene ..Ce ~e:rela 

wen lfneeb1e. I W1d b1a 'h'' w•I'T'h1Dc ,._e4 ttae •4 I •• 

1114 tha• he had aned aloac ~· u. •• u ..... e~~ ••• ,. .... n.r ..... 
the •el.,aao.e. 

lhiqa ..... n~e:r 180:re qaJ.n lD M!d.n. M41!r •4 he 

had cSoae ODl.J' 1110,000 ao ta:r. Be alllted wbnbe:r we 1Dte4e4 •o llb!J 

~e :ren of the 1014 aen week m4 I u14 b1a tha' we had eoYe:r .. 

em tba 11•• Aan...U. ad woal4 alllt 111• to a:r:raD~e tor llb!~•t 1a 

a dq o:r ao. Be ••• late:rened 14 tbia 111tonauoa, be -t1Due4, 

bacaaae U waa their lDteaUcm to ablp -e 1801'e 1old 011 the ... 

boat tor thailP o• ••-t to rep1taiah thel:r 1014 ho141DI• ben. 

I aaawe:red that ~at •••ed to •• a Ylr"f orde:rlJ' PJ'O...-. 
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-'Ill. 

Pancrapb 1 PlNae trmarv oar ~le cold •-t Jl te oar 

cold ao-t .. 

Pvacrapb I leleaae froa our cold ao-t .l cold bera to a 

anrecate tiDe weicbt of approll1aatel7 7'111'11 

tiDe -o•• cold. 

Paracrapb I neaae baT t'roa ua the cold t'lllla rel-ed orediU.., 

our dollar acCOUDt .l w1 th proce.da. 

Parqrapb • Charce aaid account and pq tt,ee•,ooo to ouara~ 

rrun ee.p&IQ' of lew Io:rtl: for oar ae-t all 

•alue leptaber 9. 

rar 01[ 

OJ JOIGa 

• 
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OloM ~. 8, 1g)a 

lOLII au~ m ·~ oar.u DLD m 4 , ... 
.,,000,000 $20,R5,000 

arraapt tor to11owSac Ulper 

l\er•elt1p ..... , .... 
9 lu~Uac\oa $11,1100.000 

10 De Oruoe 10,000,000 

10 &oUoi'Ua m. ooo,ooo 

Quea llu7 10,000,000 

Proe.~ 10,700,000 

Jriiuato 11,000, 000 

Ollal!pla1a 10,000,000 

llow .Au\oi'Ua 11,000,000 

llulaa\\u 12,000,000 

lo......Uo 10,000,000 

.. , , 100, 000 .22,000,000 
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Present: 

J.lr. Ol i phant 
J.lr. Taylor 
J.lr . Lochhead 
Dr. White 

September 8, 1938 

9:15 a . m. 

1W,Jr: The Spanish Ambassador 1e coming to have 
supper wlth me tonight and what I would l i ke to do is 
nave you fellows g et t ogether, and I will see you again 
at 2:30. I want a thumb-nail sketch so that we can 
fi nd a way to do it. We have just got t o find a way. 
I ncluded in your letter, I want a letter to the Presi­
dent i n which I want formally to ask his approval to 
employ Mr. Stimson and 'would he please write approved 
and send to t he Attorney General ' and I will g ive him 
that on Monday when I go up to see him. I want it in 
a l etter: My dear Mr. President : For the following 
reasons it i s necessary to employ Mr. Stimson, ' and put 
down i n t he corner 'Approved' and write it so he will 
in turn instruct t he Attorney General. That does not 
necessarily have to be here at 2:30f but I want to take 
it up when I go up !Jonday , because know perfectly 
well that, barri ng instructions from the President --
I want to continue to buy froo that fell ow and you 
f ellows have to be just smart enough to outsmart Sullivan 
and Cromwell and still win. 

Cne of the thoughts I had -- 1t the American Line 
is so frightened, t ake it up with the French Line and 
ask the French Line whether they will. 

l.!.r . Lochhead: They have notified every steamship 
company in New York; ·they put every eteamah1p company 
operatir.g in the Atlantic on notioe. The American Line 
is still the beat l ine. 

HW .Jr: All right . Supposing we take title as 
soon as it goes on board in France. 

J.lr. Lochhead: We do. 
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Hli , Jr: We d i d that i n China; we have taken 
title once it waa on board at Shanghai. 

Mr. litchhead: We take it that way now on these 
Spanish sJOpmente. 

Hli,Jr: Supposing a boat oomea into Havre and 
t hey have so much silver and we take title and pay the 
check to t hem over t here and title pas s ee over there. 

Jo!r, Oliphant : Who is the dominating factor in 
t he American LineeT Who really makes deohiona. 
P. s. Franklin? 

HK,Jr: But, Herman •••.. 

Mr. Oliphant: I have not t aken a look at it. It 
was handled while I was a way. 

HK,Jr: I appreciate t hat and while I am g one, until 
the pressure i s put on , nothing happens , but I am putting 
pressure on. I want you to come b ack at 2 : 30 and we 
will go over it again. 

~. Oliphant: Huntington Calms was left a little 
uncertain about policy during your absence, but that ia 
c leared up. 

Dr. White: Ian' t it possible to buy it in Paris 
and pay f or it in Paris? 

HM,Jr : No, I don ' t want to go beyond that. 

Kr. Lochhead: Half a do~en ways you can fix it up. 

Hll 1 J r: I am reacl,v to paa s the check on , Barr:r , 
once it a on board a h1p, but I don't want to go b eyond 
that . 

Dr. White: You can eend aomebocl,y over t h ere. 

llr• Lochhead: 

llr. Oliphant I 

Regular oo111111eroial transaction. 
' 

I have the idea. 

HM,Jr: Now the other thj,ng - - I don ' t know whether 

12 
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I have the letter here. What I thought we would do 
is this: this thing here about 1 I wish to call your 
attention to the relationship between the tall ot 
Sterling in recent months and the trade agreement now 
being negotiated between the United States and the 
United Kingdom.• 

Dr. White: I can give you some more information 
about that. 

t!!.I.Jr: What I was thinking about was this: I 
thought t he courteous thing to do is, after all the 
State Department is coming in at 11:30. I th~t 
I would ask Feis to stay behind and say we are thinking 
of sending Kr. Hull a letter like this. We would like, 
before we put it in a formal statement, we would like 
t o give them 24 hours on it . 

Dr. White: Something about t he tone of that • ••• 

HM,Jr: I don't like t he tone. I am giving it 
baok to you, but if between now andll:30, if it isn't 
rushing you too much, you could give me something else. 
Let Feis sleep on it. 

Dr. White: I think you also had i n mind giving 
it to the President. Did you drop that opinion? 

IDl ,Jr: The first thing is to do it informally 
with 1&. Hull. That's the courteous t h ing. This 
is the apple of his eye and to get a letter cold from me, 
especially when you get all through and done Sterling 
is not fluctuating so terribly muoh. 

Dr. White: I was talking to Hawkins, who is Chair­
man ot the Conoessions Committee . They are worried too, 
because he agreed that many of the concessions which have 
been granted hove already been neutralized by this drop. 

Incidentally, you want to know about the statue of 
it. This was yesterday afternoon and the Briti sh 
turned down flatly on everything they asked, flatly , 
categorically, and they are going to get some more data 
on one item, lumber, which they will have today or to­
morrow, then they are going to have another meeting and 
it the British turned down that request , Hawkins tells 
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me, but I don ' t think that necesearyily they will , 
they teel like turning the whole thing down nat. 

HY,Jr: That ' s al~ the more reason why we don't 
want to give them a chance to say the trade treaty 
broke down because Yorgenthau slipped on this Sterli ng 
bud!1ness. 

I would wri te a lett er to the President, to go 
in the pouch, and mark it s t rictly confidential: 

~ dear Mr. President: 

Last week, when we saw you, you 
asked whether 1t wa& possible , in case 
ot trouble abroad , tor you to intern 
vessels ot the belligerents. 

Mr. Oli phant has turniahed me with 
the fol lowi ng statute, which I think covers 
completely what you had in mi nd. 

Yours sincerely, • 

oOo-oOo 

• 
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Treasury Depar~nt 
Division of ~onetary Research 

Date .•. .J~ ..................... l9~ 
To: lll.ae a..~ 

Attached wu sent to Mre. ICI.ote 9/2/)8 
With DOte: •Appended 1e a 8\18P8ted 
dratt ot a note the SeoreterT tholljljlt 
llicht want to eend to the Preeidellt 
and SecreterT llull. at once. • 

"' • 

liB. WHITE 
Branch 2058 - Boom 200 

-
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I wish to call your attention to t he relationship 

between the tall or sterling in recent months and the trade 

agreement now being negotiated between the United States 

and thP United Kingdom. 

On April 26, 193S when the United States made a major 

part of its offers to the British Government the sterling­

dollar rate was $4.9S7. By September 1, 193g the ' rate had 

fallen to $4.S55. The fall in the sterling- dollar rate 

which has already taken place has increased the value of 

the ooncese1ons offered to the United Kingdom and diminished 

the value of the concessions offered to us by the United 

Kingdom. A further fall in t he sterling-dollar rate will 

accentuate the change in the rel,tive values of the oon­

cees1ons. 
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Copy of :Ia ter ial teke n to 

ll'hite !louse by HO - 11100 A.ll., 9/l/38 

/ • 

• 
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Title 50, sec . 191, 0 , s. c. 
I 

"Whenever the President by procl amation or Execut ive order 
declares a national emer gency to ex ist by reason of actual or 
threatened war, insurrection, or invasion , or disturbance or 
threatened disturbance of the internati onal relati ons of the 
United States, the Secretary of the Treasury may make, subj ect 
to the approval of the President, rules and regulat ions govern­
ing the anchorage and movement of any vessel , foreign or domestic , 
in t he territorial waters of the United States, may inspect such 
vessel at any time, pl ace guards thereon, and, 1f necessary 1n 
his opini on in order t o s ecure such vessels from damage or in­
jury, or to prevent damage or injury to any harbor or waters of 
the Uni ted Stat es, or to secure the observance of the rights and 
obligati ons of the United States , may take, by and with t he con­
sent of t he President, for such purposes, full possession and 
control of such vessel and remove therefrom the of f i cers and 
crew thereof and all ot her persons not specially author1.zed by 

him t o go or remain on board t hereof. 

"Within t he t erritory and waters of t he Canal Zone the 
Governor of the Panama Canal, with the approval of t he President, 
shall exerc 1se all the powers conferred by t h i s section on the 
Secretary of t he Treasury. (June 15 , 1917, c. 30, Ti tle II, 
sec. 1 , 40 Stat. 220. )" 
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Preeent: 

Mr. Taylor 
or. 'flUte 
lir. Lochhead 

Followed b:y: 

Mr. Hamilton 
Or. Fe1s 

September 8 , 19~ 

11: 30 a. m. 

Mr. Taylor: Oo you want to hear a formula or would 
you prefer to wait tor the State Department: 

H14 ,Jr: Go ahead. 

Kr. Taylor: Briefly, the Surplue Commodities Cor ­
poration, if they had the money, can own and etore com­
modi ties. You can get them the money through the Ex­
port-Import Bank , which in tum gets ita money from 
R. F . C. • • • •• 

Hli , Jr: •• • which, i n turn,gets ita money from the 
Treasury. 

Kr. Taylor: Also, you can get a tentative com­
mitment from the AriQY and/or the NaY)' that they will 
purchase this particular stuff when, as and it they had 
t he dough to do it w1 th. 

~~ .Jr: That ' s not bad. 
starts with .. , t 

Let ' s see. The ball 

Mr. Taylor: Surplus Commodities Corporati on. 

Hl4 Jr: And trom Surplus Commodities Corporation 
to the LPort-Import Bank to R. r I c. to Treaeur,-. w1 th 
oo.aitment ••••• 

Mr. Tylor: ... to the Anq and Navy. And also, 
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the Army and Navy can store t he stutt, whioh i s very 
iq>ortant . 

HM.Jr: Is that all legalized? 

Mr. Taylor: Here it is. (Present memorandum to 
Secretary. ) 

Hli ,Jr: I thought everybody said it could not be 
done. 

Wr. T8Ylor: Didn't put t he first team i nl 

(At t his point, Ur . Hamilton and Dr. Feis Joined 
t he group, ) 

HU ,Jr: Wel l , do you have all the morale of the 
Chinese s ituation straightened out? 

Dr. Fei s : No, but I thought it might be ueetul 
to recount our talk with Mr. Hull. 

He Just telt there was a lot ot numerous queati one 
that ought to be lived with a while longer and throughout 
which you would want to keep judgment in suspense until 
he and you might talk , and these were some of them: the 
first -- as I said, he felt the thi ng still was one re­
quiring very delicate handling at these stages and that, 
t herefore , t he question ot method and of f orm had es­
sential i mportance and, in that connecti on, wondered 
whet her t he thing might possibly be either set up, or 
presented, as a r einstatement of t he old R. F. c. trane­
actionf whether in some way some variation of that 
form could be ueed. 

Then, as for name, it waa fairly definite the 
opinion that , at any rate tor the time being, to expand 
this thing into reli ef and rehabilitation would be a 
f airly chance- y business. He thought it would be 
wiaar , at any rate at t his state, Just to l eave 1t i n 
t he relief category and that without neceeaarily i n­
volving any determination as to Just what commodities 
would go , or might go , under the oredit. 

Then he threw out the suggestion that furthermore 
to sustain that form, mightn ' t 1t be feasible tor the 
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Chinese Government to set up some organization that 
they would call a relief organization, to acquire 
t his stuff, so that you wquld have eo~hing in the 
form of a relief organization operating on both ends, 

Now, in that portion giving hie reasons for 
caution, there were both internal and external oon­
siderations. The external would be not only 1he 
queation of whether Japan 111ght make a political 
issue of it, but also as a ffecti ng their interference 
with the actual shipments. And as far as internal 
conei derations, the deeirability of knowing how both 
public opinion and opinion on the Hill would respond 
t he danger of havi~ it said t hat here at first we 
evaded the law of Congress by not invoking the Neu­
trality Act and going furt her on neutrality by this 
financial transaction. But that is a thing he felt 
we ought to keep under oaretul observation. And for 
that reason again form is important and slowness of 
pace important. 

ago. 
f ore 

HKtJr: We are no further than we were 
e are Just where we were two months 

I went away. Exactly where we weret 

two months 
ago, be-

Mr. Hamilton: Were you talking relief then? 

HK.Jr: We l l , remove that possibility, but all 
the question marke a.re all there, OnlY two monthe ago 
Mr. Hull thought we ought to malta t he same offer to 
Japan. Has t hat been droppedT 

Dr. Feis: He did not mention it. 

Mr. Hamilton: He did not mention that. He did 
mention some analagoue question, whether these relief 
supplies would go in territory under Japanese control 
Shanghai. 

HK.Jr: Before he said we ought to make the same 
offer to t he Japanese. At that time, relief was not 
up. It wae more the kind of a loan. 

Mr. Hamilton: That was more in t he nature of our 
disposing of some agricultural eurplue commodities. 

The Secretary said he Just threw theee thoughts out. 

24 

• 

Regraded Uclassified



-4-

HK ,Jr: I am going to be terribly honest , because 
so many things are happening and we Just have so many 
hours a day . I am not going to try to sell this to 
Mr. Hull. It' s up to the President of the United 
States. I am not going to be in t he position ot try­
ing to sell it or put any pressure on it. The Presi­
dent says he wants to do something. He told the 
Chinese Ambassador he wants to do something now. 

Mr. Hamilton: This problem ot distribution ,,,, , 

HK ,Jr: I want to make it plain. I am not going 
t o be put in t he position ot high-pressuring the State 
Department. I have stated my position clearly and I 
have not changed any. Whatever risks are involved, I 
am willing t o take my proportion ot r i sks tor recom­
mending this, but I t h ink it ' s right where it was-­
it1s now between Mr. Hull and the Presi dent. That ' s 
all , I am not •••• 

Dr. Feis: I 
is coming over. 
That will produce 
questions. 

think t he chief difference is Chen 
The Secretary knows he's coming over. 
a necessity tor deciding some of t hese 

HK ,J r : I t hink they should be and I think they 
should be decided pronto. I t hink t h e situation is 
critical . I personally t hink whatever r i sk t here is, 
we should be wi lling to take it . 

I think the suggestion ot doing busi ness with a - ­
let the Chinese set up a relief organization, I think 
it1s a swell i dea. I t hink that's fine . I am sure 
t hey could do it . I think that' s excellent . 

Dr. Feia: And t hese are not conclusions ot the 
Secret ary. He felt he wanted t o live with it tor a 
oouple ot d~s and t hese are reasons - - I am trying to 
explain t he r easons why he felt he wanted to live with 
it. 

IDl.Jr: I think the suggestion of having them set 
up a relief organization, t o be on the receiving end, 
i s a very good i dea. 

Dr. Fei~: Then we also talked some ot the rela­
tionship of he British and French act ion and again 
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nothing oonolueive reaohed, but see, it you agree, 
there ie a tendency t o beli eve it might a l s o be beet 
tor us t o go ahead and make our own decision, tell 
the British and French, hope that they would do 
something similar, but not coordinated. 

HM.Jr: Oh, I agree with you on that! Oh, I 
think we ought to do it and atter we do it , tell thea 
about it. After all, the Preeident 1e opposed to 
making it Joint. 

Mr. Hamilton: Or even try to giYe 1t 81Elltane­
oualy 

101 J r: I wouldn1 t tuae around w1 th that. I aa 
in compfete agreement. I think it' s Just a waste ot 
time . 

Dr. Feie: Only one thing, I think the Secretary 
t hinks it we do this, the chances ot getting i t over 
there wi t hout interference by the Japanese are much 
lees it we appear to be heading something ot a Joint 
character. 

HM,Jr: And they have troubles enough ot their own 
over there . I would Just go ahead ~uet the way we con­
duct any other transaction. We don t ma.lte any condi­
t i one. I am sure the French and British would and I 
would not want to be an i nnocent party to haYing thea 
uee ue as a lever to get whatever cond1tiol'lll they want 
out ot the Chinese. All we want 1B t heir friendship. 

Mr. Hamilton: Yes. 

HM,Jr: I woul dn't want to han anyt hing to do 
with that . 

Dr. Feis: The British would probably try to get 
some - - quid pro quo. 

HM Jr: Burel · And they would hold up the thing 
until tfiey got what they wanted. In all ay dealings 
with the Chinese I keep iapreseing that we want their 
f riendship. 

llr. BeaUton: i'bat operates 110re to our adYantage 
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than a lot or small tangible thlngs. 

I thlnk the problem now is to make up our minds 
in our own Department and we are Just reporting. 

Dr. Fels: That's right. And i nstead or Just 
phoni ng the Secretary wants more time , I thought we 
would explain what i s in his mi nd. 

HM ,Jr: I appreciate that , but I sincerely hope 
you people oan see your way. And again , I thlnk t he 
latest suggesti on or having an organization in Chlna, 
I think that ' s a good idea . 

What are you doi ng on t he Spanish t hlng? How 
i s that shaping up on the Spanish reliett 

14r . Ta,ylor: I can t ell you about t hat. The Red 
Cross yesterday t ook the following action; which is 
that they wlll accept and pay t or the pr ocessing and 
made arrangements tor shipping and deliveri ng-- tt ' s 
a r ather compli cated situation - - t he u. s . Lines 111 
make the delivery; t he Spanish Government will t rnish 
the trucks; an or ganization known as The Friends will 
do t he distributing. They will do this on 250,000 
barrels or wheat , whlch amounts to approximately 55,000 
barrels or wheat, or 60,000, It that i s not enough to 
carry t hem through the winter , t hey will consi der very 
seriously repeating t he operation t or a similar amount. 
They figure that 20 ,000 barrels a month is about right, 
so that would take t hem tor three months and t hen t hey 
are prepared to look very favorably on repeating the 
operation it the first one works. 

HU ,Jr: And the Red Cross wi l l pay tor the wheat? 

Mr. Ta,ylor: No. 

IW,Jr: Who pays t or the wheat? 

llr. Taylor: Sux,>lus Commod1 ties Corporation. 

HY.Jr: They are going to pay tor i t? 

Mr. T&Ylor: Yes. 

Dr. lfhlte: Where does t he Red Crou come in? The 
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Friende dl.etr1bute it and the Surplue ColllliOdl.tiea Cor­
poration paJe tor it. 

Mr. T§Ylor: Red Croee paye for proceeeing the 
wheat . 

Mr. Hamilton: Th1e ie a gift troa the Surplue 
Commoditiee Corporation. 

Mr. Tarlor: A gift trom Surplus Commoditiee. The 
Red Croee paye t or the proceeeing. 

HK Jr: You mean to eay there ie a chance ot tha t 
going t&CiughT 

Mr. Tarlor: That hae been approved. 

IIM.Jr: When? 

Mr. Taxlor: Yesterday. 

Mr. Hamilton: And the Red Croee ie thinlting of the 
same thing tor China. Intact, M.r. Switt called me halt 
an hour ago and read me the t .. t of a telegram he want. 
me to send to his Advisory Committee in Shanghai, aeking 
tor the amounts of ooliUIIOdities , typee of commodl.tiee, 
and things ot that eort that could be sent there by the 
Red Croes. Now, doee that croee wires in an:r wa:y with 
thie other propositiont 

Mr. 'l'arlor: !lo. 

Dr. Feis: No. 

HK.Jr: I am amazed! 

Mr. Hamilton: You remember Mr. Tapp told ue he 
could do th&t - - some sort of internal rebate. 

Mr. 'l'aylor: 'l'he:r may have to pay fl.OO. 

Mr. Hem'lton: Mr. Davh told H 1t coat about l l oOO 
a barrel. 

Kr• ~lor: I aa tallti ng about the 250, 000 barrell. 
The)' 11a7e t o pa:r e011eth1ng nollinal. 
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Dr. White: A very curious phenomenom that a Gov­
ernment agency would give away Government property. 

Ur. Hamilton: On the face, it's not a gift. 

14r. Taylor: 
Corporation they 
running t he Army 

In that Federal Surplus Commoditisa 
have every power known to man, except 
and Navy, and I am not sure they can't 

do that . 

Hl' ,Jr: How much are they going to do, Wayne? 

lolr. Taylor: 250,000 bushels. 

H!.I ,Jr: They are giving that to the Red Cross? 

Yr. Ta~or: Giving it to the Red Cross. They ot­
terred thed Cross 1,000,000 bushels and the Red Cross 
could not handle 1,000,000 bushels tor this particular 
purpose. 

HM,Jr: And how much does it oost t he Red Cross? 

Mr. Taylor: $1. 00 a barrel. 

H!.I . Jr: So it costs them $ 50,000 or $55,0007 

14r. Ta.ylor: It will cost them 160,000, they are 
sure , and they are authori~ed up to $75,000, it this 
particular thing, this one shipment • •••• 

HY1Jr: And The Friends handle the distribution 
and thl Spanish distribute it with their trucks? 

t he 
The 

Mr. Ta.ylor: No. They lend or give the trucks to 
Red Cross and the Red Crose then turns it over to 
Friends. 

HM,Jr: Who pays tor t he transportation? 

14r, Hamilton: 
portatlon on U. s. 
booked. 

The Government here. Free trans­
Lines in cargo space not otherwise 

HY.J r: To? 

lilr. Taylor: To either Bordeaux or Jlarse1lles. 
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Dr. White: Who decide& t he relative distribution 
between the two oonteetanta7 

).!r. Ta,ylor: The Fr1en:le. 

J.lr. Hamilton: lloffett said t he other day it would 
be a ? to 1 or a 6 to 1 distribution. 

Dr. White: They have predetermined it alrendy? 

Mr. TaYlor: Practically. 

Mr. Hamilton: You don't thl~ i f they do t he eame 
t hing for China, i t will block thie7 

RK.Jr: I think it will eupplement it. 
breathless at t hie Spanieh deal1 

I am Just 

Mr. Ta,ylor: Let me t ell you about the Chinese one. 

RM,Jr : Who put the Spanish one through? 
like to meet him. 

Hr. Hamil ton: Norman Davia, 

IDl.Jr: Good f or him! 

I would 

ll.r. Ta,rlor: Aleo a fellow by the name of Roosevelt. 

~,Jr: It's a mazing! 

Mr. Taylor: Re, I think , wns very oonvincing i n 
hi s conversation with Mr. Norman Davis. 

Dr. White: I don' t think t here has been a word in 
the papers at all . 

J.lr. 'ra.ylor: No; they have not made an announcement 
a t ali. 

On the Ch1neee thing, this thing will probably go 
to Shanghai, because t hat i s where t he need i s t he great­
eat, and so on. They are talking about blankets, and 
wheat , plus medical supplies, but putting i t up to t he 
people i n the Far East-- which is your (Hamilton' s) 
telegram -- t o ind1oate what they want . Their feeling 
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is that the maximum amount of wheat or flour that they 
could take usefully is 25 ,000 barrels, and they get 
tha t figure from the Chinese. 

Dr. White: 25,000 barrels , total? 

Mr. Taylor: 25,000 barrels for this winter peri od. 

Dr. White: Seems a ver y , very small figure . 

Wr. Ta,ylor: Well, it ia. 

Dr . White: Supooaed to be 35 ,000 ,000 p eople half 
starved to death . -

Yr. Taylor: They said they can only go on the 
figure they get from the Chinese out there. Blankets, 
certain types of medical suppli es , cotton , in one form 
or a nother, yes; but t hey don't kno~ how much. 

Llr . Hamilton: It would ten to remove one of the 
chances that Japan would obJeot. 

Mr. TaYlor: Wr. Davia felt that on that basis let 
the Red Cr oss handle it. They would be able to get an 
agreement from t he Japanese that the shipment would go 
through and it would be very advisable to get that . 

~ .Jr: Of course, I am tickled to death, but we 
have fu aaed around with t his other t hing and, of oouree, 
it ' s Just a q~estion --we arrive at the same end; t he 
a i m is to get some s t uff in the re t o help these poor 
devils. If by going around f our blocks , instead of 
Just cr ossi ng the s treet , you oan arrive at it that way , 
it ' s all right with me . 

(To Dr. Fei s} Just a minute , Herbert. I am think­
ing of sending that (gave him ribbon oopy of the attached 
memorandum) but before I did, I wanted to give him and 
you the courtesy of reading it fi r st. 

Wr. Hamilton: (To Ur. Taylor; Are you on the Red 
Cross Board? 

Mr. Taylor: Yes. 

One other suggestion t hat did not s eem to meet any 
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tremendous enthusiasm, which was that they would, 
particularly ror the southern part which is the rice­
eating section , they would ship some flour or some 
wheat down to French Indo-Oh1na or wherever it might 
be and sell it t here and purchase rioe and ship the 
rice in, but that sounds quite complicated. 

Dr. Whlte: What would Indo-China do w1 th wheat? 

Ur. Taylor: They think t hey have a place t hey 
can use it, but nobody paid ve:r,y DUch attention to 
that suggestion. 

Mr. Hamilton: You would run into the question or 
dumpi ng before you got through. 

HU ,Jr: {To Dr. Feis) I want you to show it to 
Mr. Hull. 

Dr. Fe1s: You want t hat third paragraph i n? It 
be construed as a suggestion that we suspend negotia­
tions until such time as you oan get trom the Briti sh 
Trea sury satisfactory assurances regarding the future 
of t he Pound-Sterling. 

HU Jr: 
graph oh. 

Well, suppose we leave that third para­
{Tore off the t hird paragraph. ) 

D~. Feis: You know the clause t hat there is 1n the 
trade agreement. 

Hli . Jr: I know. 

Dr. Feis: And even that they did not want; we had 
to struggle with them. 

Hli.Jr: It we leave ott the third paragraph? 

Dr. Fe1s: I think then actually it might be a 
useful document for our neg otiations to have in hand. 

Hli ,Jr: You don't mind taking it? 

Dr. Feis: No, sir. 

IDI,Jr: And tell hi• that unleu he eees something 
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contrary , we wlll send lt ln r egular form , or any par ­
ticular word you want changed. 

Dr. Fei s : All right, sir. 

HK.Jr: What would be a reasonable time to expect 
an anewerf 

Df. Fe l s : I think rather promptly. The one big 
obetac e is the Hex1can quest i on, the significance of 
which increases every day , and t he Secr etary is living 
with it every day. 

HW.Jr: I don't want to set a time l imlt. 

Dr. Feis: What my expectation would be, unless he 
has reached a decision , he is going to live with the Uex­
ioan question until he agrees on a reply . He has called 
a meeting this afternoon with some of the trade agreement 
people about t his oommunloat ion. 

HN ,Jr: Do you thlnk, from the standpoint of t he 
Treasury , we ought to send euoh .. letter? 

Dr. Fei s : As it stands now , without that third 
paragraph, it would be taken ae a notificati on on the 
part of the Treasury, whose duty it is to watch currency 
matters , to the State Department as to what i s going on. 

HW.Jr: That ' s all. And calling it to their at­
tention in that form puts you on notice. 

Dr. Feis: That' s rlght , which is t h e duty of the 
Department, and in this f orm also -- what I am saying 
now is complete conJ eoture, it is Just possi ble , if ll.r. 
Hull wants to take· your letter out of his desk drawer 
when next talking wlth the British Ambassador 'see 
here t he .Treasury has called this to our attentionl it 
might do some good; it might do some harm. 

HK ,Jr : It mlght help the price of Sterling. It 
might be a way to get word baok to the British Treasury 
t hat I am worried a bout Sterling. 

Dr. White: If t hat is the obJective , mlgbt not 
the third paraeraph be all r ight? 

HM.Jr: No, I think he ' e right. 
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Dr. Feie: You really have no idea how extraordin­
arily r amified and burdensome this darn negotiation is. 
That s ounds like an easy phrase •to reexamine the terms •. 
This darn negot iation is one now reaching out into every 
Dominion with every Crown colony and the rest . The 
wires are tremendous and t here are committees meeting 
morning and afternoon. Morning and afternoon. With 
t he t hing somewhere w1 t hin firing range. The suggeetion 
that it be re- examined now would make tor complete coft­
~ernation. 

HW,Jr: I don't want him to do that. 

Dr. Feis: But I think to i ntroduce that tall ot 
Sterling into t he picture , it's quite reasonable . That 
is a factor that has entered. 

HU,Jr: Why am I doing this? I reel the responsi­
bility. Sterli~ has dropped from roughl.y $5.00 to 
94. 82 since you started and inasmuch as through Customs 
we have to figure these things for you and the base is 
constantly changing , I reel it was up to me to go on 
record on t hi s thing, but t he reason I am doing it in 
this manner , t he last t hing I want to do is to make it 
any more d1!!ioult tor Mr. Hull. I wish you would 
tell him that. 

Dr. Feis: All right, sir. 

And then it I may summarize, First , on the Chinese 
s ituation , to report t o t he Secretary that we recounted 
to you his sense or wanting to live with the question 
sotne time longer and hi s reasons t or it, and t hat you 
said you understood that; t hat you did not want to be 
i n t he position or bringing pressure on his Judgment 
and that you, therefore, await some further indication 
or hie Judgment . Second , the suggestion regarding a 
Chinese organization seems to have possibilities. That ' s 
about all. 

On this , t he Sterling movement was or euch conse­
quence that you felt it proper to bring it to his at­
tention and that in your mind was the thought that eome 
such communication might be or use not only in the trade 
negotiations, but in getting baok hom& to the British 
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your preoooupation with the Sterling movement and in 
presenting it , the last thing you wanted to do was em­
barrass him in the oonduot or the negotiations. 

HM ,Jr: And the last part, underline. 

Dr. Feis: And you would appreoiate bearing promptly. 

&oo-oOo 
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.laliatut S.cretarT 'rqlor 

BalW&Il Oliplwl t SEP7 8 

Rea .t.cquiai tioD o! Critical 81ld Stra t.cic 
llateriale laeeDtial to tile latiou.l Dar ...... 

It would aeeoa to be or pareaoUilt iaportllllce that ill t.iae 
of war, or -.han war ia ~eDt aDd treatued, tile hi ted Statee 
ahould have Oil band aD adequate r eeer Ta supply ot critical 81ld 
atratocic .. teriala eu..,tial to tile ll8tiollal dat ... aa. 'rbeee 
•teriala are, ill lllll&ral, cheaicale, JW1181leae aDd otller oo•o4-
i tie a 'lhich C8ll aot be obtailled ill eu!fici81lt quanti tie a ill tile 
11lli t ed Sta t ea. 

In tile luy Dap&r'laellt appropr i a tioD act, l9J9, tllere ia a 
$5001000 appropriatiOD tor tile procur•..,t aad tr&DaportatiOCl ot 
atrat eaic ODd critical uter iale. 'rba currellt appropriatiOCl to 
tlla lar Departa&Dt doea aot -taill a ehdl., prodli• !ttr tile 
purchaae ot euch .. tertala, BoweTer , tlla ~ appropriatioa aot 
doaa CODtaill a prOTbiOCl !or tile procur .... t &lid ator&&a o! ord­
ll&llCe •teriala 81ld suppliaa, &lid autllorhaa tile Cbiat ot Ordaaaca 
to ... tar illto CCIIltracta tor tile procur .... t ot such aateriala to 
aa -t aot ill exeaaa ot $l21 9001000. 'ro tile ut81lt tllat 
atrataaic &D.d critical aateri.ala are illcluded ill tile tera "ord­
ll&llce utarial•, it would appear tllet obliaatioaa aay be cr .. ted 
tor tllli.r procur•81lt UDder tile War DepartaaDt appropria tiOD aot, 
t1acal year l939· 

lllder exl.atilla law tile RecoDatructiOD Finance CorporatiOCl 
baa av.tllor1 t y (8ectioD 5 or tile JIJ'C .t.ct) to uke l08Da to b&llka, 
•to lid ill fiaallc1.Dg &&ricul ture, co•erce, aDd illduatry•. It 
1a probable that UDder tllia autllori ty tile Reeonatruction J'ill&D.ee 
CorporatiOD could uke l08Da to tile l:l:port-Iaport B&llk1 'Oihich ill 
turD baa IIILftioi•*:r broad atatutory aDd charter powera to uke 
adftllcaa to J'ederal Surplua Cw-odi tie a Cor poration t ar tile PIU'­
pcae ot all&blilla tile t CorporatiOD to make purcbaaea el>road ot 
atratecl.o aDd critical .. tarlala, 'rbe autllorlty ot tllo Federal 
Surplua c-odi tiaa Corporati011 to uke such purchaaea, aDd to 
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atore, balld.l.a aod. ..U. t.ba aateriili 1a r on oc\ed ill paragrapbjt 
(1) aod. (a ) or t.be t.h1.rd paracnpn or 1 w Cert.1t1cew ot lucor­
poretion, • llicll r..cl • • tollooret 

•(1) To pw-ebaN, or ot.berriae acquire, to l>old0 or 
otllordee to de&l. in, to aall or ot.llarrioa disposo of 
a~ aod. all agricultural aod./or ot.ber uouod1tiee , 
~'ltd/or producw t.na,.eot and to loan ' 'ltd/or bo..._ 
aone1 \lpoD the s ... t 

• (a ) 11tl>out liaiting t.be gwnorality of tba ror8¥Q1ng 0 
to bo1'1'011 tooMY lor t.be purpoea or (l) purcllu1n&, 
etor1.ng0 llaod.liag, and/or procaeai Djl a""lculturkl and/or 
other oa->dit1u aod/or pro<llrct.a t!uoraor or Wli1 aurplue 
of t.be - aod. (2) 61apoat..._ or or re110Y1n,; tile a..-e 
tllroU&Il orderly aarl<at.l ng in the Onit.ed Sw.tee aod/or 
alaaorllere1• 

Such • teriel could be ac~uil"tMi uod. at.ored by Federal Surplue 
Couoditiea Corpor..tion upon an underat.en41n& wit.n t.be lfar aod .11a.,. 
Def &rWente tbat the aaterhl. woul.d be held tor sale to t l>oaa Dapart.­
..,nte wiwlll, aa, aod. il an appropriation war e ,...da for oucb. purpoaa. 
It 1o not bel1ned that eny le&Al (llftlcult1oa would be experienced 
1n tb.e u tter or procw-a .. ent of etoraae of the aater i o.l . Section l 
or fxecuthe Order lo. 6166, wllilb traneterred procunt~~ent lunctioDII 
to tba Procw-eaeut DiYislon 1n t.lle Treuury Ile}>&rt.eent i s Yery flu­
lble a ad autnor1zae the Procureaent Vi Yialon, w1 t il the appro Tal. or 
the Pruldent0 to cl1at.ribute the lunc tiODil Of p.rocw-e-t to t.be 
Yarioua qanciu Of ti>e GoYGrDNDt in practiC£11¥ &U7 lleilllbr dae...S 
daai,...bla 1D the interest. or eco~ aod art l cienc)'. Bot:.. the :;..,..._ l.arl•• ot Jar aod or tha lia.,. n..va aul.!lorlty to l811U. r;ogul.otiou 
&OWrniD& at.orage of a1ll t.1u7 auppliaa, aod i t 1a belieTed tou aatia­
toctory &rr &D&-1.8 tor auch atoraa- could be toorked ollt be­
l.lloae 0.p&rtaente aod the Pro~nt Vi Y1010D Of t.be Treawury • 

1 • • not at t.his tiae prtip&rad 1.0 "'Y tn..t tba C>.por~Iaport 
B&nlt hae I!.Utl>orlt:r to pw-ehao• and l>old toe co•oooditiea 1n question. 

EHFoLCAoiiOTtaet (t!icned) Horwau (lliplo• nr 
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!bore 1• onct a~t of tmo fall of a\or11Bc Wbioh 1• 
cUaturb1n« .. an4 .tllob 1• "'-ab\louJh1~tg :rOta oa•o tbr 
oonet~rn, naJMl:r, tho off'Nt of tho t 1 or atorll• oft \he 
tredo acr•-nt no• belnc MCOll• te4 betwol!ll thfl 11111\1!4 s cat .. 
~nd t he Un1to4 Xl~4o-. On ~pr ll 26, 1q)8 , •h•n I un!l!ra\an4 
the Unlte4 seat~• •u a •Jor J)l\r t at tu art•r• eo \bit 
Drt Ueh 00¥f'rn.,.nt, UM! e\lrl1ft6-d!Jlhr r • to -• *"·9!7. 
'to4"7 '"" .rato u -.roun4 $~.II)) , • ctrop or o•ctr J pero~t. 
'l'hh deollno b8 a, or aour111, al r •a4Y r alaf'4 th• Yal af! of t» 
onno .. aa l ona offf!~ t o th e Unl t •d Xln~oa ~4 lowe~ tho 
Ya lu" or th• aon.oo .. 1ona orror" ct b)' t.h• Unit 1!4 u..,aoa tD ••· 

•h!\ t ella turbo ~ p>~rtloulu-17 u no t \ h f' fall .ttloh 'baa 
alr••~" t•k~n p~o• ao auoh a a t h• poaalblllt7 of a '-r"-r 

Th• ert tt ah f'lnanolal !)r-u oo n\a tn• fl'l!qu•nt -~~nt 
t h• ott •ot thAt atorllfttl I!Yen no • 1a oni'Yal ui>Cl '0!1 Cb rupoot 
tl'P dolla r. Of rtota ll.y we 1\aYO r•of'l •1>4 no lnclloaUoa tbl t 

l O¥ar aterl1ft8 ral o 1a oontspla ~-« no r ha•• •• yet 4oo14.C 
410t1on t be Tr ••aur7 P~~pr.rtaent "uld taka 1n t ha '"""' ot 

r\her tlrop ln at•rl l rut . llowo•er, 1\ la olctt~r Cbot 1a ctlew 
rctl~ tlYwly •~•11 r•4uot1~n~ \ n t h• du t1ec o r forct4 111 oft 

auooPr'Oul A:oe r l oan f'Jr.:>Orta t o Ore• t Brl tlllft any !\1 r\hctr 4eol 1ne 
OOIIfl lcotctl7 neutr al.l.r.l! un7 or tho b..n,.1'l\a •• had hopl'4 
ln tor our •~port oonof'a&1ona " ~ •"11 a~ 1nn~••• tho 

or t hl! oonoe•81on • g ranted t o t he Rrl\1ah. 

It 11 oo lelblP t any~?~•8;4acl lnt~ ~ht wa r r ant a 
~~·~~•Qllnatton o r tb~ tern•~ t h• t dl! ·~~"•Pnt ~ ~nBtl-

~n Obcl\ac lct t o t h,f' neu-_• tlOII f' Ul• t rade aot>rf'~ll•nt 
• • ~t~ ao •• r d pa1re. 
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It ie possi ble that an,- t'urtber decline lllight warrant a 'reexamJ.ra t1on of tbe terms of the trade agreement and consti-
tute an obstacle to the consummation of the trade agreement 39 
whloh we both eo eagerl7 dee1re. 

This i s t he paragraph wh1oh was de*uhed from t he 
memorandum which HK,Jr handed Feis and wh1oh Feia 
took with him to deliver to Kr. Hull • 

• --

/ 
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Present: 

Jlr. Oliphant 
Kr. Tqlor 
Dr. lfh1te 
Kr. Lochhead 

, 

September e , 1938 

2:30 pm 

RK Jr: (To Kr. Oliphant) While t he others are coming !n, can we olean up the Stimson t hing? 

(The Secretary signed t he attaobed meoorandwll t o the President . ) 

(The rest of the group arrived.) 

RK Jr: I am haYi~ thie dinner with t he Spanish 
AmbassaAor and promoting myself on what we ca n and ca nnot do. 

Kr. Oliphant: I tackled t he problem from thi a standpoint: hOw could this thing be handled s o that 
it could be put into eome sort of a setting in terms of our Stabilization operati ons -- maintenance of 
stab ill ty in exchanges -- so that you would han good answers both from t h e standpoint of the present situa­tion and also from t he standpoint of any l ater situa­
tions, and it struck me we can solve t he local problem if we can make the United States Lines our agents, j ust ae t he Federal Reserve ia our agent. It struck me as desirable , you can say i t is desirable in this critical 
e1tuat1on, in carryi ng out all these polioiea, to have your own agents at the various porta to transact buai­
n~es f or you , Just ae you haYs the Federal ReeerYe. 

A eolut1on of the legal problea i e to haYe your own agent, the Uni ted Stat II Line to be your agent, at the ports of Southampt on and ao forth. 

Now, another t hi ng that you can fit that into 
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was one ot the important reforms that your administra­
tion of t he Treasury is responsible tor and that ie 
the Losses 1n Shi pment Aot, whereby we self- i nsure 
our shipment of stuff around t he country and which 
heretofore we have not applied in ttie movement of 
metals, and it turns out then that 1f your s t ated ob­
Jeot1ve 1o to keep open the c hannels or the movement 
of mone tary metals in monetary exchange at this criti­
cal Juncture, Archie finds that the bottleneck he has 
to worry with ie ava1laba1lity of i nsurance , so this 
plan contemplates designating the Un i ted States Linea 
as your agent to take the shipment or your monetary 
=etal o r aey kind as you may designate and bring it to 
you uninsured. Ot course, the uni nsured thing is not 
the essence or it, but it makes the action a good deal 
more plausible. 

Dr. White: Why take that risk tor l/16% unless 
you have to? 

HM,Jr: What ' s the trick in this? 

~r . Oli ohant: No trick in it. 

11!.1 ,Jr: Why do away wi t h i nourance. 
sura nce got t o do with it? 

What's in-

M.r. Oli phant: I should auume, from Archie's 
standpoint , that is his bottleneck now. 

HIJ ,Jr: Could you do 1t and still insure t he thing? 
Insurance has nothing to do with it. Can I appoi nt 
them my fiscal agent and still take out insurance? 

~. Oliphant: You can. 

Mr. Lochhead: He is tryi ng to sot this up as a 
general program. 

HW Jr: It' s too i mportant and I am not going to 
waive t~e insurance. I won't do it. I've got a 
battleship sitting within ~o miles or London. I have 
got the Cruiser Tennessee a t my disposal •••••• 

lolr. Lochhead: But we can't get insurance on the 
Tennessee. 

Regraded Uclassified



HM.Jr: Oh, I know, but that 's i n case of emergency. 
I am not going - - oh, no! I can t hink of a thousand 
reasons . Ae much aa I would like to do this ••• • • 

Yr. T8Jlor: For this particular one , I would say 
yes, but I think lt cert ainly is worth exploring. 

HU,Jr: lfha.t? No insurance? 

Ur. Taylor: Yea. 

Ur. Oli ohAnt: I would like to talk about it. (Gave 
t he Secretary dr a ft of letter t o Mr. Franklin, which is attached. ) 

mt ,Jr : (Arter readi ng) I hAve never heard or 1t 
unt i l now , but I thi nk 1t 1 s very well worded. 

Wa1t a second. We have two problems. You say 
Archie has a problem. He's worrying about his bottle­
neck. O~I . That's a problem. Let's t alk insuran ce. 
And t he other 1e , how can we get t hie Spani sh silver 
over here? Now, let me raise a point . Doesn' t the 
Uar1time Commdssion own t he United States L1nes7 

Mr. Ol1ohAnt : Well, they have a mortgage on 1t 
and t he business t hey get goes to pay interest on t he mortgage. 

KU,Jr: Can I appoin t the Maritime Commission as 
lilY fiscal agent? 

Ur. Oliphant : I t hink you could. I think it 
woul d be very unwise. You a re goine in the direction 
of sendi ng t he Navy over tor thls silver. 

HU ,Jr: I am Just raisi ng t he point . But how oan 
I appoint -- insurance Just muddles QY t h1nk1ng. 

port 
t hen 

llr. Lochhead: Just cross out insurance • 

.Yr. Oliphant : This makes t hem your agent s at the 
t o take t he silver . Now , if t hey are your agents , 
you, a s prlno1pal, are under dut y to reimburse them 
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o.nc\ save them harmless from any 11ab1li ty, and if 
you give them this promise of reimbursement and 
safety from liabil ity they will , of course, deliver 
it, but I want to give substantial reasons , find 
some substantial reasons tor you at this juncti on 
roaki~ the United States Lines the agents of the 
Secretary of the Treasury to administer tor you at 
t his critical stage . 

HW .Jr: What does insurance cost? 

Mr. Lochhead: 7¢ per $100.; on $400,000,000 we pai d 
over <1306,006.1)6 

Dr. White : All you need is one iceberg and you 
will ha ve one hell of a time . 

HW,Jr: I could not do that . I am thinking al­
ways of the public. I am thinkillg of Congress. I 
can visualize another World War, $150,000,000 gold in 
London and rushing the Tennessee there and putting 
this on a nd even if something should happen to the 
Tennessee -- well, Morgenthau did the best he could; 
it was a ques tion of leaving it there and losing i t 
or putting it on t he Tennessee, and he did the best 
ho could. But in times of peace , to do this thing •• • • 

Mr . Oli ohant : Is this t he tice to di scuss it? 

HW ,Jr: No. You could not sell it to me. Every-
t hi ng inside of me says no. I will let it soak, but 
I don't think it wlll soak t hrough. For this, I am 
more than willing to let you come back a t me again. 
Sut for my meeting tonight with the Spanish Ambassador 
lt is not necessary . 

Mr. OliphAnt: To be tully armed, suppose we drop 
out insurance . Then I think if you decide you want t o 
do it, the thing is to have a talk with Franklin. 

Dr . Whit e: Why di d you put aside the Maritime 
Comm1ssi on? 

L!r. 011ohant : That's something like using the 
Navy, 

Dr. White: Let ' s assume that that's so. 
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Mr. Oliphant: I would use ordinary channels. 

HM ,Jr: You would be using the same boat. 

Mr, Oliohant: Well, the Ma r itime Commission is 
not operating t he sh i ps. 

HU ,Jr: Are you suret I thought they leased them. 

Mr. Oliohant: No. 
States Linea. 

They a re operated by the United 

HM Jr: When they took that ahlp and etoooed them 
! rom t 8ting aeroplanes to China , that was on a· leased boat 
and they felt t hat on that leased boat on its way to 
China -- they made them t ake ott those planes at Loa 
Angeles. Remember the case? 

Mr. Oliohant: Whether their interest is that or 
a lessor or mortgagee -- a lessor cannot tell me when 
I lease a house what to do with the house. 

HM,Jr: They told them they could not carry aero­
planes to China. 

Mr. Oli ohant: They can make informal suggestions 
to them. 

HW Jr: No, they said that applied. They made 
them tBte the planes orr. Don 't throw that one down, 
Herman. 

Mr. 011ohant: I will look into it, but the legal 
pi c t ure i s not olean. This legal picture ie clean. 

KU,Jr : What Franklin ie worrying about is whether 
t he Spanish Government could sue him and hold him re­
sponsi ble . 

Mr. Olipbant: That's r1~ht. 

HU,Jr: And this thing releases him or that re­
sponsibility? 

Kr. Oli ohant: That's right. 
Justify any suit. 

We take over and 
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HU Jr: Let me ask you a question. Have you 
any doutt in your mind that t he Spanish Ambassador 
when he sells us this silver, have you any doubt 
that that is his silver he is selling us? 

Mr. Oliphant: I think we will ~in those cases. 

HU.Jr: You did not answer the question. Is 
t here any doubt as to the ownership or that silver? 

Mr. Oliph&nt: I will have to answer it this way: 
under the l aw, the question will not be t he ownership 
ot t h e silver. Our courts will take the Spanish 
Government ' B say so as to the ownership or the silver. 

HU .Jr: Supposing I do this thing. Can anybody 
say tha t Morgenthau and hie General Counsel should 
have known -- put on notioe, put on the basis or a 
suit, tha t Franco would win and he would have to pay 
twice tor that silver? 

Mr. Oli phant: Relatively slight . I am proceed­
ing with the same caution as we d i d i n the gold cases. 

HU.Jr: Would you subm1 t a program like that to 
St i mson before we did it and get his advice? 

Mr . Oliphant: Except he 1s in Europe. 
he is still away . 

I think 

KW.Jr: I went all through t his this morning with 
t his question or Surplus Commodities Corporation which 
goes out and buys wheat with the United States taxpayers 
money and gives it to the Red Cross. The Red Cross 
pay s for the milling. The Red Cross finds space on 
Maritime Commission boats tor nothing, Herman. Got 
these Maritime Commission boats . They take i t over 
tor nothing. And then t he Society or Friends will 
supervise distribution in Spanish trucks to the Republic 
or Spain. Who are you going t o t ool on that basis? 
But the State Deoartment thinks it's wonderfUl. The 
moral or that story is if I am goi!l'; to do thls, I ce.n 
sink in 8 feet or water and die ae I can in 100 teet. 
In other words, I don't need the i nsurance policy. I 
can drown in 8 teet or water Just as well as I can in 
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100 teet . But I appreciate t he . ... .. 
"r· ouphant: 

about t. 
We will have a chance to talk 

HM Jr: That i e an out . But if I am going to 
do it, t want to say to the President of the United 
States that ~ Genera l Counsel advises me that what 
I am doing is legal and t h1s is a method whereby the 
United States Government can buy from t he Re9ublio 
o f Spain silverf I am willing to recommend 1t. Kr. 
President , can I have your approval7 So you want t o 
think it over, Herman. 

~r. Oli ohant : I think on pr oblems o f this sort 
somewlillt more t han in tenns of advisi ng what is legal 
and what i s not l egal. I am also adviei~ you on 
te rms of >Yhat I think i s proper and appr'Qpriate tor the 
adminis t ration of the office. 

HM ,Jr: That's all right. 

l~r. Oliphant: I t hinl< it' a import ant that what we 
do f it into some r ati onal pattern of what you are author­
ized to do , so a r easonable man when he comes to review 
your actions will say ' He acted as any rea sonable per son 
would do under t he ciroumetances ' , 

Hl! , J r : Now, t he t hing that acazes me is to drop 
insurance at this time and start a whole flood of rumors 
that we are going to change the price o f g old. Ah! Ah! 
Arohie , I am amazed!! 

~r . Lochhead: Non , wait a minute, Not at all. 
I have a probl em here . You are saying I have a lot of 
gold ; wby don't you move i tT I brought up a way and 
you turned it d own. 

HM,Jr: I am amazed, Archie! 

Mr. Lochhead: If I were to s i t down with you, my 
argument would not be whether we put it on without in­
surance, but what would be a rational amount to put on 
without insurance. It' s one thing to put it on the 
United States Lines; the queation i e whether we have 
t he right to take more risk than an insurance cOIIIPany. 

' 
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Dr. White: Why not let it pile up what can't come on American ships? You have this cruiaer. 
Wr. Oliphant: Talk about devaluation! Let a cruiser show up and then see what people say! 
IUI , Jr: What we are doing is taking the maximum we can get insurance on. 

Kr. Oliphant: You can' t get insurance. I am not suggesting the whole thing move without insurance. What I am suggesting i s you have initiated an enormous important reform. You use t he principle of self­insurance. And I am suggesting that you f eel your way into the field of self-insurance in this field. And it 1 e in the declared policy of the statutes which Congress has approved. You have statutory approval ot the pri nciple ot eelt-inaurance and you are not using that statute now and you have t aken gold out under Congressional authority; Congress has o. X'd the policy ot self-insurance. 

Dr. P.hite: I think you have a good case on every­th1 ng except gold and silver and I think your case 1s weak on gold and silver. 

L!r. Taylor: I am not so su.re. I think aa you get into the development of t he Maritime Commission ~nd the operation ot these lines, I would like to l ay ath1n dime that Ur. Oliphant is right; that we will be doing it over a period of time. 
Dr. White: I will lay a thick n1cltle that any Secretary of the Treasury who attempts t o eave l/16~ and r une no small risk of a ship going down by virtue of an iceberg or a storm • .•• 

Mr. Lochhead: You know the answer • •.• 
Kr. 01ijhant: A minute ago he expressed what he thought . guees is Har:•y has not though, because Harry ' s argument now deetr oya t he whole principle of self- insurance. 

Ur. Lochhead: Didn't we have a special insurance company set up during wa.r times Juat to take care of 
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these thingst 

JLr. Taylor: Harry, you know these insurance 
companies don1 t do i t tor love. 

Dr. White: Yee, but then it is a busi ness r isk. 

HM ,Jr: Why not u ae Surplus Commodi ties Corpora-
tion to buy up Lloyd1 s t 

Mr. Taylor: I think they oould do i t . (Laught er) 

H.k ,Jr: And then we would be all right. 

I can tell, when JLr, Del Rios says ' I want to do 
business' , I can say - - this is what I want t o say: 
'I think , Mr. Ambassador, it you will give me over the 
week- end, I think we can find a way to handle you.r 
silver'. 

L!r, Oliphant: The probabiliti es are you can. 

Mr . Lochhead: The way i t stands now, we asked 
them to find out i t they could ship Parcel s Poet. They 
have not given us an answer yet. So the move i s on 
their part, 

P.loi , Jr: Could we handle this ourselves vi a Parcel 
Poet? 

lolr, Lochhead: No. 
place ot shipment. 

Parcel Poet appli es to the 

HM,Jr: Would i t go United States Paroel e Postt 

Mr. Lochhead: No. It shipped out of London, i t 
would be English Paroele Poet; i t out ot France, it 
woul d be French. 

~.Jr: All right, gentlemen; ver y i nter esti ng! 

oOo- oOo 

48 

Regraded Uclassified



JIIIIK)NG!a roa m PIDIDm• 

t o• will doabtl .. a reoell our cUecuuioa, llDd &lftiBta\, oe 
the dMi rsbill\7 of bBYilla lleD27 I., 8U..oa 1D the e uU apiJoet the 
r.ctarsl ........ ll&uk ot lew t ol'k ia -uoa n tb the tint llaipllllllt 
ot ellnr rr- lp&1a. lib p&rtioi~Uoe bN Ilea -t llelpt'U, al.. 
tllooiP lie .,._, per1 ., , , 11.,. tile •tter all of tiM t1M 11111u 1\ 
...,.Uree llDd 1e uiJoc oe it the repler pereoeul of bb fin, ftatllrop, 
SU..oa, htDaa ead loberte, pl'i..S.pell.J All• ! , n ote, a pariller ot 
tbet tina. 

· linM our talk, t wo ad41 U oMl elaip.eat.l bll.,. ..._ ....... 
l ui t.l Oil tbaM hue baeD broU&bt, aot a,aiaet tba r.cteftl. •••ne lluk, 
but apiut the UDit.cl Stat.la . J. eul.t OD tbl firet elaip.eat bN • .,. 
baa" broucbt a &ainat tba UDitad Stet•• t.lao, 

tba Oaearal Couael'• ottiM took up witb the Dep.rtaaet ot 
lwttill t he •plo,._t of llr . Stiuoa in all t.bl euitl 1.111! tlda ... 
lppli'OncJ b7 .Uti&& J.ttorDq General luboa. Jlr. su- il - ia 
t beea • • ••• t.ltbo01gb t1Ml arrana-t. tor .., .... ta ~•tioa • 
Ida for work 1a t.M euite acainat the UDit.cl Statee bN not yet l>lla 
wol'k.cl ollt witb t.ba De])U't~Mnt of laaUoe, 

I •ball a ppreoiata your i ad.i•tiJIC bereoD Wbetbar JOil ..,.._ Oil 

t bt dllir&bill\7 of bBYilla lr, au- tb• partioi~ta 1D all t ba auite, 
iaeliXtiaa 1D7 tutoare oeea tut _,. dnelop, 

IIOaa •t;ppad 9/S/'JS 
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THE SECRETARY OF' TH£ TREASURY 

WASHINGTON 

My deer Mr. Franklin• 

The United Sta tea hes occasion from time to tiu in 
int~rnation.al tl"'UUUactltna in 110oet&f7 aetele to acquire abroad 
and tre.naport gold and silver. In rlea ot the necessity a t this 
jUDCture Of •inteln!ng Cbe.Dnala for the proapt shipaent Of SUCh 
aetala in order to assiat in stabilising foreign exchange and in 
vies or the 
policy ot tbe United States eabodied in the Losses in Shipaent .let, 
tbe Treaa1U7 Department designates the Uni t.ed States Linea aa 
agent of the United States, fr011 tiloe to thle aa occasion requires, 
to receive abroad monetary metal a owned by the United State a and 
proaptly tre.naport the same :lilt a~ t I to specified destina-
tions in the United States . 

For such services as agent of the United States, tbe 
United Sta tea Lines will be paid compenaa tion to be agreed upon 
froiD tiae to time and 1t is understood the t the Tret.a1U7 Department 
will reiaburse your coapany for a.ny expenses , and eave it ban:lleae 
fro::: &ny liability, incurred in connection wi th ita pertonu.nce ot 
any acta ai tbout negligence ae eucb agent of tbe United States i .t 
done in accordance w1 t h the inatructiona of tbe Treas1U7 Department. 

Yr. John Franklin, President 
United Sta tee Li.nee 
1 Broadasy 
Now York, H. J, 

Vef7 truly yours , 
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TREASURY DEPARTMENT 

WASHINGTON 

Hong Kong, 

The Honorable 

Secretary Henry Morgenthau, :rr. , 

Department of Treasury, 

Waehington, D.c . 

Dear J.lr , ldorgenthau, 

September 8th , 1938. 

51 

I have jus~ returned from luncheon with Pei Tze-yu , 

lmnager of the Bank of China, and in charge or foreign exchange 

operations. Mr. Pei stated that h e had called on me during hie 

br ief v18it i n Chungking, but that I had already left for Hankow, 

sooner than he had antic ipated . The gist or Mr . Pei's frank talk 

with was as follows: -

wrou may have heard or some or the oriticisma or me 

personally , and or the way foreign exchange control has been 

handled. These oritioifii!IB apparet:.tly come f rom smaller bankere 

and are pa ssed en to others, even t he large bankers. The method 

of handling foreign exchange control has bean the •confucian• one. 

(Referring to Kung's desire to be ae fair ae poesible to everyone). 

In any other country such consideration would not have been given. 

I beli eve the exchange s ituation baa been handled ae well aa c ould 

have been done bJ &D)'On&• However , we do appreciate conetruotiva 

auggeationa . 
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"Some people oritioize me ae pro-British beoauee our 

operations have been largely through the ohier British bank. 

Others criticize me as pro-American because I studied in Amerioa. 

I am reaJ.ly pra-ohineae. The reason of operation through the 

British bank (meaning the Hongkong & Shanghai Banking Corpora ­

t ion) .ie that the head otfioe of the bank i a here in Hong Kong , 

and all operations oan be handled expeditiouely without rater­

ring queationa · to home head otfioee, ae we would have to do it 

we dealt with any other or the banks . This is important rrom 

two pointe of view: one that or handling business quickly, and 

the other that or seoreoy . 

"The toreign exchange balance situation is very oriti­

oal · The Central Bank has only about aix million pounda sterling 

and the other two government banka another tive or six million 

pounds sterling. For this reason we are considering a mora­

torium on all payments involving a transfer of foreign exchange 

balances. 

WWe plan to set up a stabilization fund rr~m the 

eavings which a moratorium would net . Thia would be about ei x 

or seven million Yuan to begin w1 th, plua amounts we hope 1oo 

obtain through the cooperation ot the banke.• (And, I gather 

r rom some amount they hope to obtain f r om l!lngland, although 

that wae n ot detinitely atated. J ,L. B. ) 

• 
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"Mr. Rogers still thinks there is good hope ot 

financial help trom !ngland in some term, whan the opportunity 

presents itselt. 

"The actual subscription to the 500 milli~n YUan 

Salvation Bond issue is 200 million YUan, 38 million ot which 

~t& s subscribed by overseas Chinese. The subscriptions are 

entirely private. The Defence Bond Issue was not yet been 

l aunched tor subscriptions. 

~ estimate ot total bank deposita in China is 3 

billion Yuan. There are no exact figures. 

"Much can be done through the banking system to make 

use of more credit instruments, and that movement has started . 

"The Tientsin s ituation, where ~apanese have tried 

to evacuate their nationals from the concessions, is not good. 

It probably means one ot two t hings: either that ~apan is 

attempting to have all economic lite in Tientsin independent or 

t he concessi ons , or her readiness to take over the concessions 

i n case ot European trouble, as a t eet oaee to see what the 

Powers would do . 

"On my return trom Chungking I stopped at Y\mnantu· 

General Lung of that province is on good t erms with the 
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Generalissimo, but the oiTio authorities are not on good terms with 

t he Central GoTerument . I believe oloeer relatione must be brought 

about in some wa:v. As :vou know, Yunnan bas the tradition ot 

"Yunnan tor the Yunnaneee"• I belieTe Yllnnan will support the 

Central Government, although the extent ot the support ma:v be a 

question. The people ot Yunnan are veey slow and baolcwa.rd. 

Ynnnantu does not have a real telephone e:vstem, the t elegraph 

system is almost worthless. The organization ot transportation ot 

m111taey supplies trom the Ynnnantu railwa:v to truoke on the roads 

to the north is badl:v managed, and etutt 1e piling up. 'l'be road 

is not ver:v good either." (The bad road bed between YUnnantU and 

Kweiyang (Kweiohow provinoe) is oontirmed b:v E. L. Pan ot the 

China Travel Service who bas reoentl:v traTelled over it • l "The 

Yunnan railwa:v bas 11m1 ted oapaci t:v, but the French are allowing 

war mat erials oTer it. 

Reepeottully :voure, 

J.' ~L..-<.-'~-~ Lossing Bu 
Trea Repreeenta Ta in China 
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UO.NF'IDENTIAL 
WAR DEPARTMENT 

WAJII DCPAJIITMIENT GENaRAL -.TAI'P 

M.IUTo\ftY 1-""-A.. .. IHCII DIVI.JOH, ... 

WMHIHOTON, 0. C. 

G-2 
J JI 

Sept.-bar 8 . 1938• 

KEWORAHDUV NO . 6 FOR THE CHIEF OF STAFFa 

Subjoota The present European aituation to 
midnight . September 7-8, 1938• 

'llhilo there h&a been no ohan&e i.n the tu:ndlu:>antal taotora 
beariDg upon the Sudeten JJ'.rair provioualy d1aouaaad0 the nonta of 
yaaterday were indicative of the turn in future deTolopoenta. 

The Fourth aet of Czech propoaala were yesterday formally 
presented to the Sudeten delegates . Drs. Kundt and Roacho 0 charged 
with tho negotiations i.n Henlein'a absence at Nuremberg. Tho to""" 
of those propoaala are now known. They ware aooepted aa a baaia of 
nogotiationa "wit h a Tiaw to the realization of the Carlsbad Eis)lt 
Points . • At thil jW>Oture word -• received of an incident ot al­
leged beatinl; of Sudeten deputies by the Czech atate police. Hen­
loin waa notified and be im1Ded1atoly haatenod back to CzoohoalOftkia. 
The Sudeten del,ogation informed both Bonea and Lord Rune~ that in 
Tiow of the fact th&t the Czech Gon...-nt did not aaintain order 
oufficiontl y to oroato oonfideDCe among the Sudeten population tl>o 
detailed dioouooiono could not continuo until tho incident waa cleared 
up . 

Woauwhile in England there ia oonaideroble perturbation 
over the general ai tuation. The roaponaible London Tl.mea 0 which doee 
not cre&te accidental elllbarraa amento tor tho Britioh GovenliDent, in 
an editorial mentioned the poasibilit iea of tranofer to Ge~y or 
oert&i.n Sudeten area a aa a poaaible peaceful aolution of tl>o affair . 
'lhio obTioua trial balloon waa later deoland by 'llhitohall to be DO 

pert of tbe Britilh Gonrmaent• a plan tor a peaoatul solution. 
'lhero i .o nonrtheleu a widoapread teelinl; in England and alaawbero 
that at least aOM Mllbera of the Britiah Gonn:.ent would aoquiaaoa 
in thia conoeeoion rather t1>on join Franca and Ruaoi& in a categoric 
threat to reoiat a forceful aoluticn by Go~. There ia aloo a 
growing conviction that Brito.in's l>oaitanoy in daclarinl; her poaition 
gina Bitler and h11 Party oxtramioto oontidenoe in nactillf: ooncu­
oiona from CseohoalOTakia inoo.patiblo with continued ooToroignty in 
tbo Sudeten o.reaa. A later TiDea editorial. porho.pa officially ~ 

OONF'IDENTIA.L 
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apired, appearo to be &A effort to ooabat the Geran belief that Brit­
ain trill relll&in supine, llld suu;eato that Gerany 11110t expeot to b&ve 
the world againot them 11' they enter C&eoboolon.ldlll territo17, 

In en emergency meeting of representatives of the entire 
Bri tbh Labor movelll8nt, a -.nifeato ,... iuued deMndl ng the imlll8diate 
a\liiiiiiOning of Parli&lllellt in order to authori~• the Gover.-nt to leave 
no doubt in Geran minds that Britain would otand by France llld Soviet 
Ruoaia in resisting any attack upon Caeohoalovakia, 

Despite the sensational press aooounto ~t yeoterd&y' o de­
nlopments, the situation io eooenti&lly unchanged, Inoidento in the 
Sudeten area can be created at trill , In thie the methodo of embarraoa­
ing oatabliehed authority are identical among llazis and C<mnuniete . It 
Bitler 1e trilling to aooept a preliminary negotiated eolution it oan 
be efteoted, In any event it will not be a final eolution, Until the 
Sudeten Ge:rmo.na are incorporated in the Reioh, the iuue trill not be 
oloood, Whether thio result will be reached by the etaad;y alienation 
of the Sudeten population and a progressive aeries of • oelt- detormina­
tion• otepa eo difficult to prevent , or abruptly by force at a moment 
chosen by the Fuhrer himoelf, depends aa previously stated upon whether 
or not the Bri tieh Govel"DIIlent oonvinoes itself, and 1a prepe.red to 
convinoe Bitler, thot it would join France and Soviet Russia in a 
preventative war to defend tho territorial integrity of C&eohoelovakia, 

There a re no known military developments other than thooe 
precautionary and partial mobilizations mentioned yesterday, 

CONF'IDENTIAL 
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WAR DEPARTMENT 
OP'P'ICE OF THE CHIEF OF STA.FF 

WAeHINGTON. D. C . 

Sapte:ber 9, 1938. 

My dear Wr. Secret ary: 

III&Jlorondum No. 7 herewith ia quite up t o dat e . 
I invi te your attontion particular l y to the laat paragraph which 
I bel ieve is absolutely correct. The sketch herewith merely 
g ives you 8 picturo or the military situation. 

Reference your confidential c~icetion by Captain 
Lee, direct ions •era sent p~ptly t o observe and look out tor the 
safety ot the inahidual and his party troa t he tilte ot landing 
until the da!)8rture. Acknowleci8J!lent bu already been received t 'I'Oal 

&!anile end I imllgina the departure from that point has already been 
mode . 

~C. 

encl 
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WAR DEPARTMENT 

WAlt DUAJtTM IENT GENUIAL ST,_, 

WIUTA~ I~ DfVt•toM. ... 

WAaHIHCITON, D . C. 

0-2 
JJI 

Sept«mber 9 , 1938• 

IIEIIORANDUJI NO. 7 FOR TBE CHIEF OF STAFFa 

Subjeata The preaent European aituation to 
midnight, Sept«mher 8-9, 1938· 

Pol1t1oal Si tuation. Unchanged from that previously die­
ouaaed, except thAt the probability of an early attempt at a solution 
of the Sudeten Affair by foroe aeeme leaaenod due to the aerioueneaa 
with whioh the Britiah and French Governments view auoh solution. 

Jlilitary Situation. The known military aituation created 
by the Sudeten issue oonaiata of certain preliminary and precautionary 
meaaurea briefly as follawaa 

Germany initiated the precautionary race by the abnormal 
nature of her scheduled autumn traini.ng period, and the unuaual oon­
oentration of 110rk on the Siegfried Line. The training program, be­
ginniDg Auguat 15, contemplated exoroiaea from lower unite t o corps 
in oaoh of tho 18 Corps Areas . Regular unite are alwaya at -r 
strength, but f or the tiret time s ince the war certain reaerre unite 
are now being organized completely and trained. Aa equip!lloOnt beoomea 
available othor reserve unite will be oreated and trained. The moat 
impertant maneuvers are eoheduled tor Sept«mbar 15 in Eaat Pruaaia. 
No known abno.-1 oonoentration exists along the Czeohoelovakian 
frontier . The diapoai tion of three Corp a and Reaerve Corps along the 
Wllatorn frontier are shown on the accompanying aketoh. Uni to ot the 
v, XII , and VI Corpa have been adva.nced to garrison the Siegfried 
Line. The atrength of theae four corps ie utimatad at 270, 000, 
total land and air toroea under t.nu in Geraey 1a eatimated at 
l,~oo.ooo ...,. 

In France the total n\llllber of troopa now preaent on or near 
the northeastern Franoo-Gel'lllt.ll frontier, inoluding fortreaa unite and 
aupporting diTiaiona, ia eatimated at 225, 000. Thia inoludea all re­
aerrlata recently called . Nothing approaching a ceneral or partial 
mobilbation haa ooourred, aince France calla annually tor aotive duty 
training trom t110 to three hundred thouaand reaerrlata . 

CONFIDENTIAl I 
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The unuaw activities recently noted aror oanoollation 
of loaves of absence in the Armlf• Navy and A1r Arm/11 1ncrot.lod activi­
ty at mobili&t.tion centora1 1ncrot.lod vigil&noe to prevent eapionage 
and air observati on along the frontier1 a1lit&r1&&tion ot the baae at 
~raeille1 fittin« for prolonged sea duty Of the Atlantic floot1 three 
changes in tho high command. 

Great Bri t&in hea assembled the Homo Fleet of the Royal Navy 
in Scottiah w.tera fer maneuvers and gunnery practice in the North 
Sea . These exercises are scheduled anniiAl affair• but in thia eitua­
ticn the concentration is somewhat earlier th&n 110ual. It ia probable 
that more ohipa thAn usual are pe.rticipatin«. There has also been a 
plight reinforcement of ships in the ~diterranoan to Gibraltar, 
Thoro bas been no known calling of rooorvee or concentration of ele­
""'nts of the .A:rwq or the Royal A1r Force , 

The situation in the treat 1a abown on the e.cconpa.nyin& aketoh. 
Here , in the event of n.r , e.n obvious atale-.t e would result. With a 
narrow opening between the neutral countriea of Switzerl&nd &nd Belr;i...,. 
are fortified linea of auch strength that neither France nor Germany 
could penetrate them with their existing ro oourceo . Great Britain'• 
contingent in reinforcement of French strength 1r0uld not exooed 40 ,000 
men by 10 u. SOviet Rua•ia on the east ia effectively prevented from 
intervention in Ctochoslavakia with land foroee by neutral territory, 
and even more effectively by geographic barriers and paucity of oom­
ounica.tions . 

l encl.: 
Accompanying sketch, 

- 2 -
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iOR Rp;t:EA SZ, IIOlUfiiiG !IEISPAP!RS, 
1hu.r•4AY· Septeo>ber 8 . 1938. 
9-7-38 

l'ashington 

Prase Service 
llo , 14.-49 

Secrotar,y of the Treasur,y Morgenthau ia to~ offering tor subacrlption, 

thro\l&h the Federal Roaorve banke, $400,000,000, or thereabouts , of 1~14 year 

<;,.l/2 percent Treaii\U')' bonds of 1950-52, at par e.nd o.ccrued interest , and e.n 

additional $300,000,000, or thereabouts, of 1-l/8 percent Treasur,y notoa of 

56 

Series .t.-1943, due J\llle 15, 1943, at par e.nd o.ccrued 111terest from June 15, 1938, 

J.t the aame time, the boldera of L-l/4 percent Treasur,y 110tes of Series '&-1938, 

.,..turinc December 15, 1938, are offered the prlvil&«e of exchallg1ng such me.turlllg 

notes either for the Treasur,y bonds or the Treo.sur,y notes , the axchallge to bo made 

par for po.r with Doll adjuatmont of accrued 111tereat o.s of September 15, 1938, and 

to the extsnt the excho.nge privilege is o.vailod of, the offering of bonde or of 

notea 1D1Xf be illcreaaed. 

i'he 2-1/2 percent Treo.sur,y bonds of 1950-52 now offered for co.ah, and in 

exchonge for Treasury notes mo.tur1ng DecEillber 15, 1938, will be dated September 15, 

1938, and will boor interoat from thet do.te at the rote of ~1/2 percent per o.nmn 

~ble aemlnnm>ell)', The)' will mo.turo Septlllllbar 15, 1952, but ft1l1¥ be redellmOd 

o.t the option of the United States on and after September 15, 1950. Tlu! bonde 

will be iaaued 111 two forma t bOtLrer bondo , with intereat coupons attached, D.lld 

bondf registered both o.a to pr111c1pol and 111tereat; both forms will be ieauecl 111 

dencalDo.tions of $50, $100, $500, $1,000, $5,000, $10,000 and $100,000. 

Tho Tree.aux')' note a , o.lao offered for co.ah o.nd 111 exchtlll&e for Treasul7 no tea 

mo. turing December 15, 1938, will be an acldi t1on to o.nd will fonD a po.rt of the 

eor1ea of L-1/8 percent Treasur,y notes of Seriea A-1943, iasuad puriiUBIIt to De­

partment Circulo.r llo , 5&, clo.tecl June 6; 1938, Tblv' are 14ontical 111 all 
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respocta with such notes, rlth which they will bo trooly interclwlgoable. The 

no tea IU"'> clntod J\llle 15, 1938 , and bonr intoroot from that dllte at the rate of 

1-1/8 percont por annum peyabl o eomitlllnW>lly. They rill mnturo J uno 15, 1943, 

nnd will not bo oubjec t _to call for rod'lmption boforo maturi ty. They o.re 1eouod 

1n bonror form only , nith 1ntorAst coupons nttnehed, 1n tho denominations of $100, 

$500, $1,000, $5,000, $10,000 and $100,000. 

Tho 'l'rOaoury bonds and tho Troo.aury notes will be accor ded the aome om:sp­

til>na trca to.J<ntion ns are accorded othor iuuoa of Tro.'lSUl')' honda and Troo.aury 
. . 

mtcta, reopectivoly, now outst:nn<Ung. Thoao provieioZUI nro specifically eet forth 

in th.e official circul.Ma issued to dey . 

Suboeriptiona will be received at tho Fedora! Roaerve banks o.nd bro.nchoo, 

ond ~>t tho Troo.sury Depo.rtment , 1'aohin~.:ton. Bo.nking 1notitut1ons generally mey 

eubmit oubocriptiona for account of cuatomoro , but only the Federal Reaarvo bMko 

o.nd tho Tro.::.oury Department o.ro authorized to net as official ngenciea . C~>sh 

oubocriptions from b=ks and trust oompo..'l1oo for oi thor issue for their om~ 

nccount will bo received without dopooit but will be restricted 1n eo.ch co.oo nnd 

for aoch offering to nn Ol:lOur.t not oxcooding one-half of the eoobined CD:pital and 

surplUG of tho subocribing bank or trust coapc.ll;Y. Cash subscriptions from all 

othoro muat bo ~>ccompanied by 10 percent of the tll:ICWit of bonds or noteo nppliod 

for , Exchl>ngo oubacriptions for e1thor bonds or notes should be accompanied by 

" liko fl>Co omo\lllt of 1-1/4 per cent Trooaury notea of Series E-1938 tendorod in 

p~ent , to 17hich f1no.1 coupon detod December 1G, 1938 should bo atto.ehed. 

Tho right te rea~rved to close tho booka na to lillY or all aubsc~1.pt10llll 

or cl~>aoea of aubncriptionn at o.ey t~o without notice, either for the Troo.aury 

hondo or tho Treasu.ry note a nnd .n. th roapoct to t ho cash offer ing or w1 th r eapeot 

to the exehnn&o offering of eithor. SUJ)ject to tho roaorvat1ons aot for th in 

the official circulnra , all cash eubacri pt1one will be r eceived eubject to 
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411obnent and exchAnge eubacriptions ni11 be 411o ttod in full. 

P~ont for ~ bonds or notes nllottod on co.ah subscripti ons must be made 

or conplotod on or before Septenber 15, 1938, or on lator allotoent . Treasury 

notos of Serioa E-1938, maturing Decer.iber 15, 1938 , nith final coupon du.e 

Dececbor 15, 1938, attached, nill be n.ccepted a t par in po.ycent for ~ bonds or 

notes sul>acr1bed for and allotted. If such =turing notes are tendered for 

~otusury bonda , nccruod interest on the Bllrr"ndered notes frro J'llllS 15 to 

Soptllebor 15 , 1938, (about $S. l4 per $1,000) nill be pni d folloning their 4ceept­

D4ce, It such tiQturing notos nro tendorod for ~oosury notes, interest on the 

ourrendared noteo nill be credited from June 15 to Septecber 15, 1938 , i nterest 

1dll bo charged for the same period on t he noteo 1Gsued, and t he difference 

(about 31 conts por $1,000) will be paid tolloning accep tcnce of the notes. 

Treosury notes of Series E-1938 , catur1ng DeCG:>ber 15, 1938 , ore non out­

standing 1n the ocount of $433,460,900. Tl>A offering no" cade mll be the only 

opportunit)' afforded the holders of these catur1ng notoo to excht>nge thee for 

other intoreot-benring obligations of the United States. 

The texto of the of ficial cir culnro follows 
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UNITED S'l!AT!lS OF AICERICA 

3-1/2 PERCENT TREASURY llOIIDS OF 1950-52 

Dated and bearing interest from September 15, 1938 Dus September 15 , 1952 

REDEEIIABLE J..T THE OPTION OF THE UNITED S'l!AT!lS AT P.AR AND ACCRUED DITEREST ON .AliD 
AFTER SEPTnl!UlR 15 , 1950 

1938 
Deportment Circulnr No . 593 

Publ ic Debt s~rvico 

Interest poynb1e llnrch 15 =d September 15 

TREA.SURY DEP.AR1".AEII'l! , 

I . OFFERU:G OF BONDS 

Office of the Secretory, 
Washington, September 8, 1931 

1. '1'be Secro tru:)' of tho Tre.'lsury , pursut\llt to t ho nuthority of tho S<lcond 

Lib•rty Bond Act , approved September 24, 1917, os omondod, invites subecriptions, 

nt po.r nnd ncczued inte~ot , from the people of t ho United St<>tos tor 3-1/2 per 

eont bonds of the Uni tod St<>tos , dco i t;nnted Tr oo.aucy Bonds of 1950-52. Tho omount • 

of the offering i s $400, 000 ,000, or thoronboute , with tho right r ee'lrvod to tho 

Socr~tory of tho Trensury to incr"'nse tho offering by nn omount suffic1ont to 

accept nil subscrip tions tor uhich Troasury noto s of Series E-1938, mnturing 

Doe'll:lbor 15, 1938, oro tendered in peyment and occoptod. 

II . DESCRIPTION OF BONDS 

1. Tho bonds 11111 bo doted Sopternber 15, 1908 , and 1'111l benr intor~st from 

thot dote "'t tho r nto of 3-1/2 percent per nnm111, Pl\Ynble semiannunlly on llnrch 15 

nnd Septombor 15 in onch yonr until tho principal o:oount becomes po.ynb1o. Tho;y will 

coturo Septecber 15, 1952, but r:>D¥ bG r edO<DOd nt tho opti on of tho United Stotoa 

on and nftor Scpt<Dbor 15, 1950, 1n 17ho1o or 1n part , nt per nnd accrued interest, 

on nny interest dct or dl\Yu , on 4 months ' notico of rodOmption givon in such monnor 

oo the Socr otory of tho Troooury ohell prescribe, In coso of port1ol redomption 

tho bonds t o bo r odoomod Ifill be detenoinod by such method as moy bo proscribed by 

tho Secretory of tho Tron1ury, From tho dr.te of Mdomption dOatenated in o:n:r such 

notico , intoreGt on the bonds cnl1ed for r ocl.omption ahnll coo.se. 
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2, Tr~ bonds shall bo oxompt, both as to prinoi~l and interest, trom oll 

tnxnt1on no" or horol\ftor imposed by tho United St4teo, Cl1¥ Stnte, or Cl1¥ of tho 

pooaouiono of tho United St4teo, or by Cl1¥ loc:>l t4xing authorit7, oxeopt (a) 

ea0to or inheritonce taxoa, or gift taxos , and (b) grad1ll'ted c.ddl.tionol ineomo 

tnxeo , COrJilOnly l:noTm as aurtnxoa, and oxcosaMprofi ts and '0'111'-prot:l to tnxae , no" 

or horoaftor iaposod by t ho United States, upon tho income or profits of indivi~ 

unlo , pnrtnorohips, aoooeintions , or corporntiono. Th~ i nteres t on nn amount of 

bonds authorized by the Second Liberty Bond Act, approved S~ptomber 24, 1917, no 

o::lGndod, the prlncipol of <.'hieh does not exe?od in the ~ggnte $5,000, o'mod by 

01'C/ individutll , p:,rtnerebip , association, or eorporntion, ar.cl.l be e:nmpt tram 

tho tnxeo provided for in clause (b) a~ove . 

3, i'ho bonds ;7111 bo o.ceoptnble to oocuro dopooi ta of p,Wlic monoyo , but will 

not bonr the circulation privile~;o nnd nill not be anti tlod to Cl1¥ privilege of 

conversion. 

4 , B~er bonds ..nth interest coupon& att4ehed, Md banda registered "" to 

princip_"\1 and interest, "111 be issued in denominations of $50, $100, $500, $1 ,000, 

$5,000, $10,000 and $100,000. Provision will be mnda for the intereh&nge of banda 

of different dOnomiMtiono nnd of coupon nnd registered bonds, nnd for tho trnnBM 

for of registered bonds, under rules nnd r egulntiono prescribed by tho Secrotar,y 

of tho i'ro:>.sury. 

5 . 'nlo banda will bo aubjoct to the general regulations of the Troaaury 1»­

po.rtmont , non or herllnftor proocribed, governin6 United Stoteo banda. 

III . SUBSCRIPTION .AND ALI.OTIC!lHT . 

1. Subscriptions ''till bo received at tho Fodernl Reserve banks and branches 

o.nd at the Treasury Deportment, 'fnohl.ngton. Banking institutions genornlly fJlD¥ 

aul:cit a,Wscriptiono for account of customers , but only tho Foderol Roaerve banks 

and the Treasury Dopo.rtment aro authorized to act no official ngenc1ea . Others 
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thnn bMkin& inlltitutions will not bo puml. ttod to an tor aubac.riptiona exeopt for 

their om oceount . Cnsh subscriptions from bnnka nnd trust cc"'PQDios for t boir 

o•m o.ecoWlt 17111 bll rceoivod without deposit but t71ll be r estricted in eo.eb enoe 

to on omount not oxenoding on<~-balf of the cor.~billt>d cc.pi tn.l nnd ourplus of tho 

sul>serlb ing bMk or trust CC"'P"'lY· Cnoh auboeript1or.a fror.~ all ot hora must be 

nceo~>iod ~ payment of 10 porecnt of tho amount of bonds applied for . Zho 

Socretnry of tho Trooaury roaorvoo tho riSht to eloo~ tho books no to any or oll 

suboeriptions or clnasos of oubocrlptio:\3 n t nny ti.'llo 171 thout not! co, 

2. The SocrotnrJ of th~ Tronsur,y r oo'lrvos tho right to reject nny aubacriP­

tion, in whol e or in P"rt, to nllot loua th:m tho amount of bonds applied for, to 

oak<> olloboo:1t s in full upon nppli=ticns f or sna.llor aoounts nnd to cake rocluced 

allotments upon, or to rejoet , nppUent1ons for lm·&nr omounta , or to adopt Ollf 

or nll or said no tbl..da _or cuch oth,, r motl10da c.f allotment and elnoaification of 

nllotmbntc "" al>.nll be doec:od by hiD to bo i n tho public 1n t oroat; c.nd his nct1on 

in Ollf or o.ll of thc ao reepocto ah.~ll bo finnl. Subject to thoao rosorvnt1one , 

subscripti ons 1n ~oat of \IH Ch ~reo.mu-y tiotos of Serios E-1938 nro tondorod will 

be nllottod 1n full, J.llob<mt r..ot!coo rill be se::lt out pracptly upon allotment , 

and tho bncis of tho allotmont nill bs publicly ~~eed. 

IV. P..\YilE!IT 

l , Peynont n t po.r a."\d c.eeruod tntoroat , if "-'lY • f or bonda ollottod on enoh 

subscriptions J:!Wit be r:>nd<> or eer.~pleted on or before Soptrnbor 15, 1938, or on 

l a ter nllotcont, In <Nor:; enoe <~hore pcyt>ont 1a not ao cor.~pleted, the pcyt>ont 

rl th o.pplicntton up to 10 poreont of tho on:>U.'lt of bo:>da o.ppl1ed for sball, upon 

declnrntion co.do cy the socrote r:; of t ho Trno.sury 1n h1a discretion, be forfeited 

to tho Unit ed S~nt'la. A:ey quo.lified depoo1 tnry rlll be poroitted to l:l<lke pcyt>ont 

by credit for bonda n.llotte~ t o it for itaelf and ita cuatotlere up to tmll III:IOWlt 

for which it aho.ll be qualified 1n exceee of extatinr deposita , whon eo noti fied 
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by tho Foderal Roacrvo bnnk: of ito district, Troaaury llotos of Series !-1938, 

011turing Doollr.lbor 15, 1938, '11ith coupon dt\tod Docllr.lbor 15, 1938, attnched, '11111 

bo c~cnptod a t pnr in ~ent for any bonds eubacribod for and allotted, nnd 

ahould accon~ t !m eulbcription, .A.ccrued interest froo Juno 15, 1938, to 

Septonbor 15, 1938, on the onturing notos ($3,142076 per $1,000) nill bo pn1d fol-

lodng accoptonce of the notes , 

V, GENERAL PROVIS IOJ!S 

l , .A.a f1ccnl cgenta of tho Unitod Stat'la , l'edernl Resnrvo 'b:lllk3 nro author--

izod and requested to receive subscr1pt1ono , t o aoke allotcenta on tho bnaia nnd 

up to tho N:lOunta indicated b)' t he Secrotn.ry of tho Troooury to the Federal Ro-

aorve bnnlca of the respective district. , to ioouo allotoent notices , to rocoivo 

pcyl'!On t for bonds allot ted, to Mko doli vllr,y of bonds on fUll-paid subocript1one 

111lotted, nnd they~ issue i ntorio r oMipto pending deliver,y of tho def1nit1vo 

bonds , 

2 . Tho Socrotary of tho Tronaury 0011 a t ony title , or froo title to t!J:Ie, p~ 

scribo oupplCDontal or =eneatorJ r.Uos nnd rnsuJ.ations governing t he offerl.:lg, 

vhich nill bo co::nunicnted prooptly to t ho Fodernl Roe~rv" bi>Jlks , 

HENRY UORGEN'l'I'.AU , JR, , 
Socrotory of the Treasur,y. 
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lJ'NITED STATES Or Al&ERIOA 

1-1/8 PERCENT TliEASURr llOTES or SERIES J.-1943 

Dnt od nnd beari ng intoroat ! r oo June 15, 1938 Duo Juno 15, 1943 

I ntor oat p~cyablo Juno 15 and Docenbor 15 

ADDITIONAL IS~11 

1938 TREASURY DEP ARTIIEN'l', 
Dopartr.:ont Circular No . 694 Office of tho Socrot ary, 

l nohingt on, Soptoobor 8, 1938, 
Public Debt Sorv1 co 

I. 01'1'ERI!IG or NOTES 

1. Tho Secre t ary of tho Traasury, purauo.nt to t he aut hority of tho Second 

Liberty Bond Act, oppr ovod Sopto~bor 24, 1917 , aa anondod, invitee aubacr1pt1ona, 

at par and accrued intoroat , !roo tho pooplo of tho United States for 1-1/8 per- ' 

cent not¢s of tho United States , designated Treasury Notes of Seriea A-1943, Tho 

aoount of the offering 1a $300,000 ,000. or t he r eabouts, with tho r ight roaorved 

to tho Secretary of tho 'l'roasury to incroaao t ho offe ring by an anount auf!iciont 

t o aceopt all subacriptionc for which Troaaur;v Not es of Ser ies :&-1938, oaturing 

Dncot.>'bor 15, 1938, aro tondorod in peynont nnd aeoopt od. 

II. DZSCRIPTION or NOTES 

1. Tho not oc now of!orod will bo an addi t ion to and will fore a part of 

tho aeries of 1-1/8 percent Trcnaury Notes of Sorice A-1943 iasuod pursuant to 

Dopcrt cont Circular No. 585, dated June 6, 1938, trill be f r eely int orehaD&oablo 

thor o"i th, nrc identical in all r espects thorowith, and aro doaeribod in tho 

following quotnt ion !roc Dopartcont Cir cular No. 585: 

"1. The notos will bo dated June 15 , 1938, and will bear intoroat 
froo thnt cat o nt tho r ato of 1-1/8 poreont per annuo , payable aooi­
annuo.lly on Docoubor 15, 1938, and thorontt or on June 15 and Decoobor 
15 i n each year until thG principal m:sount bGco::~oo payable . Tboy will 
oaturo June 15, 1943, Md wlll not bo aubJ.ct to call for r odecption 
p r ior to ~turity. 
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•2. Tho notes abttll bo except. both aa to principal n!>d !ntoreat, 
free ~l tnxnt!on (except estate or inheritance taxes, or gift taxea) 
now or horooftor icposod ~ tho Unitod States, any State, or any of 
tho poosesnions of the United St atoa, or by any local taxing authority. 

113, Tho notes will bo accepted at pill' during such tico e.nd undor 
auch rulos and regulations as shafl bo proscribed or approved by tho 
Socrotary of tho Troall'ny in pe,yl:lont of incooo end prof! ta taxes pey­
oble nt the onturity of tho notoe . 

•4. Tho notes will be accept able t o aecuro depoei te of public 
co~o;:a , but will not bor.r tho circulntion privilogo. 

•s. Bearer notes with intoreat coupon• nttached will be laauod 
in donocinntiona of $100, $500, $1 ,000, $5,000, $10,000 r.nd $100,000. 
Tho notoa "ill n~t be issued in r ogiotorod foro. • 

III. SUliSCIUPTION AJ1IJ ALLOTllENT 

64 

1. Subscrip tions will be received at tho Fodor~ Reserve bank• and bronchoa 

Md o.t tho Tror.oury Dopnrtnont, Washington . Bnnldng in&ti tut1ons gonorally !:lilY 

euboit aubocriptions for account of cuatoaore, but only tho Feder al Resorvo bonkl 

e.nd tho Tronaury Dopartcont nro nuthorizod to act ne officinl ogonciea . Othor a 

thM bo.nlcing inet itutiolls -.111 not bo poroittod to enter subscription& except 

for thoir O'lr.l nccount . Cnah subscripti~ne troo benks Md trust cocpenioa for 

tho! r own occou:~t vl.ll be received without dopoait but vl.ll bo restricted 1n 

ee.ch caao to az: ICOU.'1t not exceed11'1g one-half of tho coobined cnpitnl and au.rplua 

of tho aubscribing bnck or trust cccpnny. Cnoh aubecriptions froa all othore 

oust bo nccocponiod by pnyacnt of 10 percent of tho e.nount of notes applied for. 

The Socrotnry of the Treasury r eserves tho r i ght to close the books as to nDT or 

all aubaoriptiona or classes of aubacriptiona at e.ny time without not ice , 

2. Tho Socrotary of tho Troaaury roaorvea tho right to r ojoct nDT eubacrip­

t1on, in whole or in part , to ellot lou than t ho amount of notoa eppliod for , 

to &nke ollot monta 1n full uron application& for smoller amount s and to make 

roducod allo te~onta upon, or to r ojeet , epplicntiono tor larger 0110unta, or to 

adopt e.ny or all of aaid 1110tboda or web other 110thoda of allotment l!llld olaaei­

fication of ollotmonh aa ahnll bo dcocod by him to be in t ho public intoroa\1 
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nn4 his action in ony or all of these roepocta ~oll be final. SubJoct to 

theao r esorvntiona, aubaorip tions in poyment .ot which Treasury Notoa ot Sorios 

E-1938 arc tendored will bo allot ted in full . Allotment noticoa n 11 bo oont 

out promptly upon allotment, an~ the basis of tho allotment will bo publicly 

an.nounced . 

IV. unm:T 

1. Payment at par and accrued interest from June 15, 1938, tor notea 

allotted on en~ subscription& must be made or completed on or before September 

15, 1938, or on later allotment . I n every caeo where poyment is not 80 completed, 

tho payoent with application up to 10 percent of the eeount of notea applied for 

ehall, upon declaration made by the Secretary ot the Treasury in hie discretion, 

bo forfeited to tho United States. JAy qualified depositary will be permitted 

to moke payment by credit tor no tes allotted to it for itself and its customers 

up to any amount for which it ~all be qualified in excess of existing dopooits, 

when 80 notified by tho J'ederol Reserve bank of 1t1 district. Treasury Notes 

• 

of Series E-1938, maturing Doco:~bor 15, 1938, with coupon dated Deceobor 15, 1938, 

attaehod, will be accepted at par in payment for any notes subscribed for and 

allotted, ond ~ould accompany the subscription. Accrued interest from June 15, 

1938, to September 15, 1938, on tho maturing notes will be credited to aub­

acr ibere, aDd intorest tor the same period on the new notes, which Ifill bo d&-

11nr od with coupon doted Doceobor 15, 1938, att&ehed, Ifill be charged to oub­

acri bers. 'i'ho dittoronco ($0. 314~ per $1,000) will be paid following acceptanc<; 

ot tho notGs, 

V, GJ:NZRAL PROVISIONS 

l. Aa fiocel ngonte of tho Uni tod Statoa, fodornl Reserve banka are 

authorised and r equeoted to receive subocriptiona, to make allotment• on the 
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bnais nn4 up to tho <DO\IDta indic, tod by tho Socrotaey of tho Troaeur;y to tho 

J'odor t>J. Rooervo bllllka of tho reapoetivo dhtrieto, to iuuo nllotoont notices, 

to roeoivo pQ¥Dont for notoa allotted, to coko delivery of notoa on full-poid 

aubacr iptione allotted, ond they cay iaouo intoria r oee1pte pending delivor,r 

of tho dof loitivo notea. 

2. Tho Socrotnry of tho Tronaur;y coy nt on;y ti.ae, or froa tiae to ti.ao , 

66 

proscr ibe aupplocontal or eoendntory ruloo and rogulationa governing tho offer -

1ng, wbieb will bo eocnunleated procptl;y to tho J'oderal Roaerve benka. 

I!Sll!IT IIORG.E!I'l'HAU , JR. , 

Socrutnry of tho Troaaur;y. 

-oOo--
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10!1 R'il lWU!, )I) !mill() li:i:liSP .APIRS , 
Jrld&l• Soptcobcr 9, 1938. 

l'aabington 

Pres~ Sorvice 
No. 14-51 

Socrotary of tho Troosury Worgonthnu nnnouncod last night that tho 

aubeerlption books for the current offering ot 3-l/2 percent Treneury Bonde 

of 195<>-52 and of 1-1/8 porcont TroaSUZ'¥ llotee of Sor ioa J.-1943 cloaod at the 

cloeo of business Thuredny, Soptenber 8, for the r eceipt of cash subocriptlone. 

Cash subscriptions for either isaue nddroaaod to a f ederal Reaervo 

bMk or brMch, or to tho Treasury Departoont , ond p1ecod In the cnil beforo 

12 o 1clock uit!night , Thuredey , Sopto:Jbcr 8 , will 'bo conaldorod na he.v11J6 boon 

cntorod before the cloao ot t ho subscription booka. 

The subscription books tor both leauea 11'111 close et; t he cloae of 

bualnoea tonight , Soptonbor 9 , for tbc rocolpt of aubacriptlona in peyoont of 

which Treasury !lotos of Ser ioa :m.-1938, Dnturl"6 Doeenbor 15, 1938, are tnndorod. 

h chllll80 aubacrlptlone for oithcr iasuo addressed to a J'odorlll Roaorvo 

bt111k or branch, or t o tho Treasury Departoont , and pleeed In tho unll boforo 

12 o ' clock oidnlght , tonls}lt, SeptO<>ber 9, will ba conaldorod as bovine boon 

entered before tho cloao of t ho ao.bacrlptlon books. 

J.nnouncooent of tho ecount ot cash aubacrlptlona and tho bMoa of allot­

coot will probnbl;r bo c tldo lato on Snturdey, Saptecbor 10. 

--ooo--
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ICr 4MZ e.ato•r 

a.uct aa oa ., ,...,. l.aat - ,_ -uoa ..,., fluUII 

1117 ••-•• ~· .. u•• llet •- nl..._ Mtoro ,_ .-tttee u to 

p011Uou .. ,lntt• 11r 'hM.~ -.1-,-, l wou to,... ••"•• 
,.... .. 91• ot \1M ,....Utlou oa t Ah aliJen tllet 1 loan , ..... 111r 

n o pl ..... et aU ~- ot \Ilia ~t. 

fto aliJ .. , la , .. ,... 11:a0w, -. 1a *lea 1 ~ ...,_ • 

put 4-.1 or la._t ..... alaoo I u-•• ., ,_, .. u... l 

llaYo •- uaio .... , oa1J tllet all ~- at \Ilia ~' 

aiiO'Gl.4 e'lll4a ti0\ 11 ~ \ba hUu aa4 u.. -.£•1t ot tiM law 011 *a 

.,.,J .. t • ...,., "'•t ..... ~ Ntftta ,_ kk1a&.., ..-u ..... -
altU., U7 aoto ...... liJ'OJiriftl' ~• 1M 11>tttl .... la n• et tll.elr 

,...,_alliWU .. ao ... I a wlloatiq ..-toot tll.o Oow- Rto 

laftTU&•U•• *loll 1 _ ... to 1M .... la liM ~ .. 

•tri.,.t no1aU•• ot tlla l.a• •Uil .,..,.., t o eoUaltotSoo ot paU._ 

hu -tri'lloiUOIIO, 004 u • I'MOllt ....... 1 orth•• .. ,.. roql&i~a4 to 

reolp u 4 41ool.,.111ti'J aoeloo •• tall• 1ll o\IMr ...... no r ... "'ll•· 
ticoa 11111e11 - loaa4 t'Gl.la..laa n o ftrot or t ii.OH fftolo~ta 

, _. .. nnn oMtl••• to t llo lao u lt •• u~~eratoo4 1a tllo .,.._ 

01117 ~I;Lcq 011t.., u• •tolll1_.. .,..,W.tleu twr t'rr _, "11'1 ;uo 

110re -uq 1a • s ar et pU't1oal&n t11aa til." otototee, u '" IIUl 

oc ..... , ...,. .......... I' ,. .. .... 

sent by s pec1•.1 messenger 'i/9/38( Frl c!Ly) by Urs. nerbert -

ca 
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..,.n• 1a ~· _,.,_., M-er, 1 ... - to ..u..,. tut 

ue po4U,.. tua ,. .. ""• teka oe aa• •••-t~aa• o r f01U1Ml -

• • • 
••• ,.. p ...... , ...,. •ell ~ ,_ .U.Mrt.b 

eoo\rtlooaUq t o \bo ·~~~a ,_,.. ot 1M :IUt)r or ~ 
.-oleo, tr au -uswuoa 1a _.. ,_q ... atu..t 
~a or S.p~per ..,l1cUaU 011, aa4 h ..,. -•• to 
• ~·r- 1a t llo aerrico o f \llo llal\ .. llh-.• 

1 .. ~- br NpOno 1a t h o • ._...,_. to ~"• t~aaa ,..... 
pouuoa to nu til• ho tont .. OIIQ' poUUot.l. -•rt~ootttoaa _,..,. 

~ 1aeral -.lor-. -.he -· -.:er n- •ol•\aJ7 ..-ttlaa• or 

prortuoaa or I•Uao li08 _. au or TlUo a or tile v. ;;. Co4o, liiiUu 

torlllol, ....,.._.~, ~· NMd.'llac 117 • , .. _.1 offteer or _.... .. ,. 

ror r.oer.J. orn .. or polut ... l eoaartwll<NU ,_ l'e4oftl _,..,._, 

I'Mord otneor o r eu.ltle\o f'or otnoo. 

la ~ \lie poe1U oa \llo\ aelUor or u ... -uou h 

la\e4e4 to P"•' abo .. w,, ot .U.taJ7 -\l'tiiiiiUou to l'U'tl'­

,u,. n.Ho..,. heearr arJr,,u,- a... .. "-_. ... ...,.,...._ at 

.l\\o....,o O..en.l 1a ,nor ~ah\nUoeo. ...ll _._ uo Hrt.,.. 
'- ....-n••• or \llo - .... n 1a \llo Ao\ ot ,_, 11, U. 
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TREASUftY DEPAftTMENT 

I'NTP Of"P''C& COMMU N.CATtON 

..... S£Pt • 
•o S.oret..rT llorgentba1l 

, ..... Her.& Ol.ipbant 

forzouriRforMU op 

!be total race -.al.ue ot all -.al.abl.ea &hipped 111 t.bo1lt 1.uura.Doe 
....:ler tbe OoTe:n.ent Loeaea ill ShipMnt .let ~ ita ertecu.,. data 
(.l\liWit 1, 1937) to Septalllber 6, 1938 i .a t32,38~,1761618, re~t.iJic 
a aarlll8• ill prem...., tor the - period (buad \lpOil an aftl'll&e ot rata& 
paid b7 tbe Tre&a\1%7 ~ 1933 to 1937, 1oolue1.,.) ot t23~1 8;U. 

Ill oo.puti!lg thia figure, -.al.ueblea h&.,. been dirldad into t ov . 
claeaee. These olaeeee, and tba ruuee in each case, are ill ge~~e:ral u 
follOW& I 

(a) Curranc7, coin, apecie , etc, • •• • •• • ••• • I 21 898, 090, 973 

(b) Begotiable eecuritiea • • • • • •• •••••••• • •• I ~ ,316,811,906 

(c) Cancelled coupooa • •• ••• ••• • •• •• •• ••••• • I 767,790,363 

(d) ltiacellaoeous ruuab1ea DOt pre'fioualJ' 
iDalll'lld, includJ..a& caocellad boode , 
ahetracta ot U tle, 110rtgaaea1 deada, 
eto. The YB!uat10R rlun artlcltl in 
tlJia ol••a by beg arbit.r!ril.I f'Dd 
at the face or w:ipqi!!!l "fal.IW• it 
!llT• !his 'i'''' by pot bttp ipcludtd 
in the CO!!J1Utatiop of Rl'!lli\11 aay:tP«a ... t23, .402, 483, 376 

• 
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September 9 , 1938 

2 p . m. 

Present: 

Mr. Oliphant 
Mr. Taylor 
llr. Lochhead 
Mrs. Klotz 
lllii,III 

IDI.Jr: This gentleman, 't he Spanish Ambassador, 
sa i d of course he wants to sell hie s ilver and he 
cannot do it Parcels Poet. Now he said they did 
once or twice -- there ie a French metallurgical 
firm in France which has bought this s i lver her ._ 
t ofore and paid them oaeh , a privately-owned concern, 
and he raises that point. Has he ever said that to 
you? 

Mr, Oliphant: No. 

HH Jr: Well , there i s a concern in Paris, bought 
t he met:i , paid t hem in check, title passes to that 
firm, and they have resold. I said, You supervise itt 
He said, Oh, no; t ake no interest in it . So I am 
raising that, 

And then the other t hing was, when he gets back 
he will call up either you or loire. Ilotz a nd I wish 
you would see him between now and Monday night and eee 
1f you can ' t work something out with him. 

Mr. OliphAnt: When do you anticipate he will be 
back? 

HU,J r : I underst ood he would be back today, but 
1f you could see hi.m l~nday i t would be time enough. 

Mr. Oli phant: You won't be here Monday? 

IDI ,Jr: No, so ,if you could,.see h1m Monday. 

llr. Oliphant: I woul d rather do 1 t llonday. 

IUI ,Jr: All right . And then, a mong other things , 
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he said about eight mont hs ago he went over to the 
State Department and told them he would be glad to 
see that t ne monopoly on quicksilver was transferred 
! rom London t o here, to New York, and they sent him 
over t o the Department of Commerce and t hey gave him 
t he names or four small business men and he said that 
not hing materialized, but , he said, after all, t he 
quicksilver market , t hey still have t he mines and 
t he qui cksilver is controlled ~n London and they would 
be very glad to see that business transferred to New 
York. 

Yr. Lochhead: That applies to Mr. Oli phant. 
That ' s monopol y . 

Ur. Oliphant: That's not.the phase of it that 
is inter esting now. 

HM,Jr: But quicksilver is a pretty useful thing. 

And he pointed out to me again that the commercial 
busi ness i n Franco terri tory is compl etely controlled 
by the Germans . All exchange , any Sterling t hat t h ey 
get, the Gerr.~&ns take 1 t and pay the orange growers and 
the fruit growers , anything that they sell them, they 
get paid in German marks, but t he German business man 
collars all t he Sterling and collllll! roially everything i e 
taken over by t he Germans. So I would eay t hat that' a 
that ! 

Mr. Olip~nt: Now, to get t his cleared: 
you got back ~e way the discussions ended, it 
on their not bei ng certain whether or not they 
to sell any more or not. Was that it? 

before 
ended 
wanted 

Mr. Lochhead: No. It ended with telling them 
that t he way the last t wo shipments had been coming 
over they had encountered difficulties and , therefore, 
would they l ook i nto whether they could shi p it Parcel 
Poet. If t hey shipped it Parcel Post, we could pr ob­
ably handle it without trouble. That was what was 
holding up t he bi d , But if t hey would let us know, 
we would see what ~ could do. 

Kr . TaYlor: We also said that we would make t he 
bid , out they would have t o understand t hat there wae 
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great doubt as to whether t he United St at es Lines 
would deliver it. 

Ur. Oli phant: So the move was distinctly on 
t heir side, and this is t he answer. 

l.!r. Locnhead: The poi nt i s, we only oa1d them 
for the sil ver. when t hey delivered it into- t he Assay 
Office , so, t heref or e , if there was any tie-up they 
would not get the money. Of oourse , on t he other 
ha.nd, if you paid tor it on t he other side, they ao­
compl1 sh t heir p11rpose; they would get the money; 
we would have the s ilver and s till have t he question 
of fighting out the ownershi p of t he s i lver , but they 
would get the money and accompli sh that purpose it we 
wanted to give t hem t he money before it came i nto t he 
Assa y Office. 

75 

Mr. Oliphant: I want to say this to you: we have 
two separata legal probl ems. The first , t he one you • 
talked to me about yest erday : what is the likelihood 
ot your havi ng to pay tor t he s i l ver t wice on the ground 
you have been notified it belongs t o Franco. I would 
say , as to the last two shipments , the documents on 
which passes through my office , I would say not one 
chance i n a hundred of your having to pay twice. Aa 
I go over the ground carefully , aa I did last night, those 
cases are in very ~ch stronger positi on t han t he gold 
cases. I am willing t oleave 1t that wa y: 100 to 1; 
as c ert ain as anything is in law. The chance is l to 
10 that we might lose the first oaae , because t he docu­
ments were not in proper shape. 

Now t he ot her legal question involved 1a how oan 
we get possession o f the s ilve r if we take it. I am 
assuming that suoh t hings as ta.king it by Coast Guard 
or the Navy •••• • 

HK. Jr: • .• 1a out ! 

Ur. OliphAnt: Or any of those air-tight ways are 
out. 

IDl , Jr; That 1 s right, 

Mr, Oliohant : So i t boi ls down to the question 
of working out a legal a.rrangement under wh1oh t he 
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American linea would take it .. nd deliver i t . 

Bll,Jr: Or some other l i nea -- French line , Dutch 
line, the Greeks have been known to •• • 

Mr. Oli ohant: Do you know Franklin well? He's 
in town. 

FW ,Jr: No. 

Mr. Oliphant: Wondered how good a patriot he was . 

Mr. Tayl or: I know two people who know h.im very 
well . One is Johnnie Hanee a nd the other ie Steve 
Gibbone. 

Bll,Jr: But I t hink Johnnie Hanes knows him better. 

Mr. Oliphant: To me it would be very helpful if I 
could fi nd out if it was sa fe to have a perfectly frank 
talk with Franklin, 

it? 
Bli,Jr: Shall I ask Hanes to do 1t or will you do 
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Wr. Oliphant: I was lunching with Hanes and Frankli n 
passed by our table . I f Hanes says it 1 e all right t o 
talk to hi m f rankly, then I have your approval to Just 
have a frank t alk ae one American to another? 

HW,Jr: All right with me. 

Yr. Oli phant: That might very easily solve the 
probl em. 

HW.Jr: What else? 

Mr. Oliphant: That ' s all that 1 e on my raind. 

Bll ,Jr: I "ould like you t o olean it up by Monday 
1f 1t can be. 

Yr. Oliohant: I will. On the second thing, I am 
not ready t o give a definitive a nswer, particularly when 
we take out insurance. 

HK,Jr: All right. 

oOo- oOo 

• 
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September 9 , 1938 

For the Secretary: 

I want you to know how enoou.raglns and oheerins 
ia the confidence you have ehown in me by you.r action today. My 
appreciat ion ia deep, and I can only hope that I ahal1 measure 
up in performance . 

Kay I ask that until and unless you find tbe 
man who suite you completely f or the No . l poet, tb4t you take 
no aeconc1-rater , but depend o.n me to develop 1nto a "ycung 
Senator Roosevelt" ? I believe that with the help of your ataff, 
I can do a good job. 

At the Jtame time, I 1111 distressed if the direct 
connection with you aa my boas ia to be disturbed. I had held 
hope a that an arrangement similar to Dan ~ell • a might be worked 
out, under which I would continue aa an As sistant to the Secretary 
and hold another "Acting" position. The privilege of working tor 
you and of having the auocia tion •1. t h you.r staf:t' in the 9:30 
meetings meanJ5 a good deal more than title or salary or other 
trnppings or kudos. 

In any event, I ahal.l feel that I am worJ:ing 
:t'or you, indirectly i:t' not directly, a:rter the No. l poat i a 
:filled, and i:t' the new incumbent wants me to continue. I :t' he doea 
not, or 1:t' I am too unhappy about him, JUy I crmrl back on your 
doorstep? 
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Paris, September 9 , 1938 . 
Personal and 
StrictlY Conridential . 

Dear Henry : 

Here are the observations on t he forthcoming visit 

or K. P . Chen which I pr omised I would write you Wben 

last we talked over the phone. 

·I gathered, rrom your properly discreet remarks, 

thst there was still opposition based primarily on the 

ground that a credit to China would incur the enmity 

or Japan and would be or no practical use. 

It is obvious that the Japanese would be angered 
' by such a credit but I reel certain that at the present 

moment they would not dare to take any action against 

either the United States , lngland , or France. They 

are too arraid or possible attack by the Soviet Uni on . 

There is , however, this to be said with regard to 

the practical utility or a credit. We all know that 

China 's normal imports or cotton or gray goods , whea t 

or !lour , a.re extremely small. It we should give 

The Honorable 

Henry llorgentbau, Jr. , 

Secretary or the Treasury, 

Washington, D. c. 

China 
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China a credit of one hundred million do~ars tor the 

purchase of flour and gray goods, it is entirely pos­

sible that while the Chinese would welcome such a 

credit with cheers they would not be able to use more 

than about ten million dollars of such a credit . A 

certain amount of flour could doubtless be used in 

North China and gray goods, without further processing, 

might be used tor the clothing of Chiang Kai-shek' s 

army; but I doubt very much if one hundred million 

dollars ' worth of these commodities could be used by 

tho Chinese Government. There a.re three additional 

products which might be of great use to the Chinese 

Government: gasoline , trucks , and telephone equip­

ment . It is obvious that a credit for the purchase 

of these three items would encounter much more oppo­

sition t han a credit tor the purchase of gray goods 

and flour . 

Mr. K. P. Chen is , as you know, H. H. Kung's man. 

He has the r eputation of being a first-rate fellow 

and absolutely reli able and honest . On the other 

hand, he i s one who takes orders rather than one who 

giYes th-. ).b' guess is that wben he arri•es , you 

wil l find that he 1s fully -power ed to make arrange­

ments tor a credit of one hundred or two hundred 

milli on dollar s ; but that he may not have in hand 

any 
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any specific project or plan ot the Chinese Government 

tor the expenditure ot this sum, and that be will not 

be empowered to work out such a plan in Washington. 

The information I have trom China indicates tb.at 

while the members ot the Soong dynasty - Wbich, ot 

course, includes both Chiang Kai-sbek and H. H. Kung, 

as well as T. V. Soong and t he other brothers and 

Madame Sun Tat Sen - are working together against the 

Japanese, there remains a good deal ot rivalry within 

the olen. It would be a great teatber in Kung ' s cap 

it be could get a credit tor one hundred million 

dollars, even though it should turn out that only 

one-tenth oould be used practically. And it is pro­

bable that KUng would try to get suob a credit even 

though be bad no concrete plans tor its expenditure. 

~ beliet is that when your friend Chen turns up 

i n Washington, you should ask him tor the definite 

project ot the Chinese Government tor expenditure and 

utilization ot any credit that he may request . I hope 

that he will have such a plan in his pocket. I am i n­

clined to think, however, that be will have to be some­

what evasive and that be may even baTe to be tollowed 

to America by one ot the men 1n China wbo gives orders -

probably H. H. KUng or T. v. Soong. It may be that the 

demand tor gray goode in China is now eo great that an 

U.enae 
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immense amount actually could be consumed. I seem to 

recember that three-fourths or the factories 1n China 

tor the transformation or cotton and gray goods were 

Japanese-owned and were established 1n the Shanghai 

area. It this is so, the demand tor clothing may be 

immense. In any case , I think you ought to make the 

Chinese Government give you a concrete statement as to 

the utilization or the credit before issuing it. 

I write you the above With a full realization or 

rey own remoteness from the J'ar Bast . It may be that 

my anticipations are groundless and I hope they are. 

Before you reach the point or concluding the con­

tract , please let me know so that I can try to tie up 

the French Government for a similar amount. It should 

be possible to get both the French and the British to 

give credits tor purchases which would include arms 

and ammunition. 

It was nice to hear your voice over the phone. 

Good luck and every good wish . 

Yours very sincerely, 

J:l 
William C. Bullitt . 
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PAJU.PIIRASI OF TILIGIUll UCIIIVID 

J'ROih 

ll.f.TI: 

.blerioan llllbe.say, Paria, J'ranoa 

Sept .. ber 9 , 1938, noon 

1416 

FROK COOHR.U. 

FOR THJ: SICRI'URY OF TBI TRElStlRT. 

Re telegram •o • • eo~ of Auguat 31, ~ p.m. , from the 

Department. 

Today I waa called upon by Golay , the General manager 

ot the Swiss Bank Corporation , Basel. The Swiss Bank Cor­

poration and the Credit Suisse, he said, had s011e t1• ago 

w1th.1n the past t wo years given to the I talian Go·nrnaent 

proportioning oredi t ot between 50 and 60 million Swiu 

f r ancs. The I talian GoTernment has repaid half of this 

before maturity. The question of r e newal for the reeainder 

has not arisen b ecause the due date bad not yet been approaohed. 

Golay told ae that neither biB Sank nor the Credit Suteea 

bas been appro&obad on any new credit to the Italian ao..­
ernment, and these are the only t wo banks in Switzerland 

equipped to do 1n ter nat1on&l lending of any iaportanoa . 

DO SIOTIO. 00:. 

BULLI!! . 

:U:Ln 
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PARAPHRASE, SEOTION TWO OF TELEGRAM NO. 1•16 OF 
SEPTJOO!ER 9, 1938, P'ROI.! PARIS. 

.· 

According to Golay ' s estimate, the total of Swies 

ba~king credits t o Italian fi ras i s not ~ore than s ixty 

~illion Swiss france, of which amount possibly 75 percent 

has actually been availed of, These banking credits are 

straight commercial credits agains t accuments to finance 

imports by Italy of f oreign cotton, coal, wool, and other 

commodi t ies. Recently no move bas been made to bol ster 

83 

up this business , which i s moving ~nan orderly and satis­

factory manner, n lilrtber bas an' attempt been made to arrange 

new credits. It would be fantostio to t hink of Swieo 

banks granting a 500,000 ,000 Swiss franc credit to Ita ly 

or to any other one country. 

I have known Golay as a friend for a long time, and 

he is the official who actually negoti~tes the f oreign 

l ending for hi s Bank, therefore I believe what he has 

told me, • • let me know, i ncidentally , that another Swiss 

banking credit - no matter how small- would be welcomed 

by the French Treasury , 

END OF Ja:SSAGJ:, 

BULLITT. 

E.t.:Ln 
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FS PLAIN 

London 

Dated Septcnbcr 91 1936 

REo ' d 2 : 42 p. m. 

SEcret ary of State, 

Washington. 

8901 SEptember 9 1 7 p . m. 

FOR TREASURY FROM BUT"¥ERWORTH. 

In the absEncE of a resumption of thE CzEch- SudEtEn 

negoti ations, thE poli tical atmosphere continu Es sur­

chargEd . British Government sEcurities have again bEEn 

wEak and although thE prices of Bri t i sh Equit i es havE 

not d ecidedly decl inEd i n recEnt days thE turnover has 

been extraordinarily small. LargE blocks of stock would 

be practically unsalable, but the long drawn out suspcna E 

i s telling and "thE feeling" i s bad. 

Also symptomati c of thE atmosphErE whi ch poli t ical 

events arc i nducing is thE fact that therE art some 

s i gns that money may for the timE being har den somewhat. 

No doubt the joi nt stock banks will not cut down thei r 

intakE or t r easur y bi lls, but what arE called the outsidE 

people may wel l go for great er l i qui di ty. 

I am told i n confidEncE by an unusually wcll- i nfora:d 

Ci ty source that thE Fr ench Tr easury 18 agai n runni ng 

into 
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FS 2- No. 8901 Stptcnbtr 9 , 7 p. m. from London 

into fiscal difficultits and is bEginning to borrow 

from thE Bank of Franct but that an attempt will bt msdt 

through ingenuous bookkEEping to prEvEnt thE borrowings 

from app t aring in tht Bank of France ' s statEmEnts for a 

wttk or tYtO o 

In view of part 2 of my 875, Stpttmbtr 7 , noon, thE 

following statement in today's TIMES tntitltd "Tht StErling 

Ptg" is worthy of nott. Incidentally, thE TIMES has 

acquirEd a nEW and ablt financial Editor, J . M. Orttn1 

formErly Editor of thE FINANCIAL NEWS : "with thE mounting 

up of gold sbipmt nts and tht accumulation of a l arge bull 

position in dol lars, i t is possiblE that thE movEmEnt has 

temporarily spEnt a considErablE part of its momEntum. It 

must bE rEcognizEd, howEvEr, that thE cost to thE occhang£ 

account has bEtn by no means light . ThE past two days 

may have bEEn lEss spEctacular than thE first two days of 

thE wEek, but thEy certainly havE not bEEn lEss ExpensivE 

to the Control which has had t o sEll largE amounts of 

dollars in ordtr to hold the rat£ stEady. FEw EstimatEs 

put thE amount of gold and Exchangt lost this WEtk at lEss 

than around 1.15, 000, 000. In thE absEncE of any increasE 

in thE international tension a point should now havE 

bttn rtachtd whErE for a short period at ltast stErling' s 

dd'tnct might provE lEss burdensomE. But unlEss somE 

provisional 
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provisional solution of the Czech crisis is found it 

cannot be ~~pccttd that the flibht into dollars will 

not again be rEsumEd on a hEavy scale. So far , thc Control 

has succEEdEd fairly wEll in finding a rallying point for 

the sterling-dollar ratc. It naturally cannot bt txpcottd 

to maintain any sEt pEgging policy if tht prEs ent politi­

cal malaisE is continued indtfini ttly, But for thE tim£ 

being a degrt£ of stability ~s bEEn rEstorEd and perhaps 

at a smallEr cost ovEr thE wholE pEriod than once the old 

dollar parity was crossed might havE bttn anticipated. 

Th e position of th£ l eading continEntal exchanges 

must i nevitably bt giving the British monetary authorities 

food for thought from a longer- tErm point of vitw, Tht 

economic evidence of a recent ovErvaluation of sterling 

points to an ovErvaluati on as against thE currEncies o~ 

sterling-bloc mcnbtrs with morE cErtainty than it dots to 

an overvaluation as against the dol lar , In t hE circum­

stances, the presEnt s i gns of a widtr adhesion to thE stEr­

ling pivot cannot bE an entirely welcome complimEnt, Tht 

bElga rEmai ns the only currency with a fixEd link w1 th gold 

and thE dollar and there appEars to bE no early likElihood 

of a chang£ bting madt h ErE, PressurE on th£ b Elga was 

continued yEstErday and oncE agai n thE forward discount 

widEnEd - this is causEd i n part by th£ rcntwal of 

sptculativt 
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speculativE positions takEn up i n early JunE immediately 

aft er the dEpreciation of thE franc, and also in par\ 

by thE diminishEd amount of BElgian funds in London 

availablE for swap operations . But therE is evEry rEason 

to expect Belgium to adhErE to the gold peg in the 

absencE of a depreciation of sterling and the franc on 

an altogether mor e serious scalE. The guildEr and the 

Swiss franc , however, have for thE t ime b eing definitely 

abandonEd their direct link with the dollar :>.nd shown a 

vEry close practical affinity for sterling. This docs 

not naturally imply that the sterling link has been in 

any way regularized as a matter of offici al policy. 

Should this new trend prove permanent , however, fresh 

considErations arc bound to arise . There is nothing in 

the world, of course, which can prevent any country 

l i nking its currEncy with sterling at roughly what rate 

it plEas es , providEd, that it is ready and willing to 

hold sterling and at the same time t he British authori ­

ties arc not willing to hold that country ' s currrncy. 

It 1s unlikely, howEVEr, t hat many of thE largE continen­

tal countriEs could pursue a policy of alignment with 

sterling without quest ions of morE considered coopEration 

and £~ChangE of facilities bEcoming mutually important." 

The dollar opened at 4 . 82f bid and has remained bid 

al.l 
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all day. ThE Bri t ish author i tiEs havt givtn support to 

th£ pound, first at tbt optning pri cE and thEn all t hE 

way down to 4. 82, at which point ti£W York camE in. Gold 

fi xing was not largE in tbt c i rcums tancEs and of thE 

330 bars dEo.lt in at 144s ld, 250 wtrE marri Ed. ThE Br i ­

tish fUnd gavE gol d afttr fi xing at a ld and l o.tEr lid 

ovtr thE fixing pricE0 

ThE franc w~s idlE and stcady. 

ALC KENNEDY 

• 
I 

•• 
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Tnis evening by five o ' clock tne Frencn stabilization 

fund had yielded only 83,000 pounds to keep the rate steady 

at 178. 31; in addi tion to gold the British had giTen 

12,000 ,000 dollars . Operatore are caut ious as to commit­

mente over t he week- end, therefore trading 1n Paris ha s been 

l imited principally to leveling out exchange positions. 

Apparently today the market in London is more nervous than 

t hat i n Paris, particularly on news that the British fleet 

has been concentrated 1n Scapa Flow, 

The Swiss Bank Corporation's General llanager, Golay, 

told me today that 1n Swiss financial circles it was be­

lieved t hat it would be better for tne Swios franc to 

follow sterling ratner than t ne dollar; on t his point 

official attitude was i ndicated by the Swis s National Bank 

pegging the Swiss rate against sterling, whereas the rise 

i n the dollar against t he Swiss franc was not checked. 

Golay said that they would need new Swiss legiBlat ion to 

permit t he Swiss franc to follow sterling should sterling 

drop to such an extent that tne gold value of the Swiss 

franc dropped out side of the wide limits fixed by the 

Swiss monetar y l aw of September 27, 1936. These l iaite 

were bet ween 190 and 215 milligrams of fine gold to the 

8w1ae f ranc. lly f r iend said he wondered whether t he 

gold 
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gol4 bu:yiDg price of the Un1te4 8iatea might not be altere4 

eventually if the rrench, the Dutch, the Bwiaa an4 pcaaibly 

the Belgian& ahoul4 follow a 4eol1n1ng poun4 for some tiM 

an4 for s011e 41stance. 

The 8we4iah Central Bank Governor, Rooth, is curious 

as to whether importation of gold might be prohibite4 by 

1;he UD.i te4 States in case there 1e conflict in Europe. 

DD OF KJ:SSJ.GE . 

BULLI'r'r, 

l)l:Ln 

·~lllr•· oflb ~ • 
h N~t~~ 

... ,. .... ....a aiWtliiill 
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891 , September 9, 10 p.m. 

STRIC'l'LY CONFIDEN'l'IAL AND NO'l' FOR DISTRI:B~IOlf 

At about 6:30 the meeting of the Foreign Office 

official&, prino1pal Ministers and the Priae lol1n1eter 

broke up. A aember of the Ellbaeey etatf wae told to­

night by Cadogan that all day there had been under con­

lideration the adYieabil1ty of del1Yer1ng to Hitl111 

pr1Yatel,J and orally a warning in strong word& . Aleo 

under oona1derat1on were the poas1ble terme of a warn-

ing of that lti.nd. It wae aaid by Cadogan that the Br1t11h 

know that all knowledge of Henderson' • r~reeentat1cna, ae 

well •• the representation• of other foreign repreeenta­

tiYee , has deliberatel,J been Withheld from Hitler by 

Ribbentrop and it i.e cone1dered Yitally important by 

them for the Brit1ah Yiewe to reach Hitler'• ear in an 

accurate preeentment. Cadogan eaid that both here and 

abroad ( ~ce) yar1oue quart.era are etrongly urging the 

Pr1ae lolinilter to lll&lte a warning of that ki.nd, a warn-

ing whcee teraa could not be ai.etaken, 1n order that no 

m1aapprehene1on will be held by Hitler •• to the eertoue 

renlte whJ.ch, acoordi.ng to the Brit1eh Y1ew, would pro­

ceed from an effort to eolYe by Y1olenoe the OzechoeloTak 

or181e. Cadogan' 1 reaarke aade it apparent that what the 

91 ~ 
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Bri tiah have in mind b;r wa;y or warning 1e to be worded 

1110re eharplJ' tha.n.fn;r statement hitherto publ1olJ' Mde 

b;r the Government~ ~efore the final deoieion had been 

reached oonoerning th1e warning t o Germ&n7 Cadogan eaid 

that the newa arrived that Henderson had been taken b;r 

Ribbentrop at 4:30 to eee Hitler and that the;r were atill 

conferring at 6:30 without report of an;r results to London. 

Accordingly, at 6:30 t he meeting or Min1etera here waa 

adjourned aa Cadogan remarked the impoeeibilit;r waa ob­

vious of reaching a final dec1eion on the problem of 

Henderaon 1 e inetruotions pending knowledge of the re-

sult of hie conference with Hitler. It was said by 

Cadogan that the Nuremblll'g meeting troll their poi.nt of 

view is a calamity . Henderson hae no cipher 1n Nurem­

berg, direct reports cannot be received trom him, nor 

can the;r send h.im inetruotione except by way of Ber lin 

and b;r means or a courier to Nuremberg trom Berlin . 

Urgent instructions have been sent to Berlin to obtain 

as eoon as poeeible a report of the Hitler meeting. He 

declared that it 1a appalling to deal with R1bbentrop 

and he teraed 1 oria1nal1 Rib ben trop 1 a w1 t.hholding in­

fol'll&tion troll Hitler troll foreign repreeentativ ... 

With reference to the 1 warn1ng1 which ~ atill 

have to be delivered depending on what ia said to 

Henderson by Hitler and may have to be dali~ered urgently, 
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the neoeeeity tor eeoreoy wae aoet earneetly e~haeizl4 

by Cadogan. HiUer wi.ll be ginn the warning orally 

and wi.thout any publicity whateornr. I'U.b the baOlt­

ground ot what ooourred on May 91 , it ie telt here that 

to g1Te Hitler any warning in the nature or a threat ot 

whiob the wor ld and the German people have any knowledge 

would be tatal. The confi dential nature ot thie infor­

mati on wae eiiiJ)baeized t wi.oe by Cadogan. 

!be preee report tonight that any inetruot1one to 

warn the German Government 1n terme exceeding the Gov­

ernment'• previous publio etatemente have yet been re­

ceived by Henderson ie not true. 

Eu:JGP:RI 
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St~Etary of StatE, 

Washington, 

SEptonbtr 10 ,. 11 a .m. 

GRAY 

Bc.obay 

Oattd StptEmbEr 101 1938 

REo 1d 3::n a , m, 

REady s1lvtr optnEd around 50- 12 pEr hundrEd tolaa 

dEclinEd sharply to 49- 1 4 owing to thE MExican rEply to 

thE AmErican notE but duE to thE buying rEsis tanoE 

closEd at 50-11, Stocks EstimatEd at 2100 bars avEragE 

daily offtakt bttwttn 35 and 40 bars, Imports during 

thE wEEk 43 bars s1l~tr tn routt to Bombay valuEd at 

126, 000 pounds, 

OpEning stEady rEady gold advanotd from 36- 3- 3 ptr 

tola to 36- 6 closing nt 36- ? - 3 , 

OOMCSB WATERIWf 

; . i l . 
t ~ •• ., . .. , "' . •• • • 

... ~-· · .. 
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Secretary of StatE, 

Washington, 

892, SEptember ~o, 1 ·p . m. 

FOR TREASURY FROU 13UTTER.V_()RTI1 . 

GRAY 

London 

DatEd S tptEmbEr 10, 1938 

REc 1d 8 :20 a , m, 

ThE dollar OPEnEd at 4. 8ll bid with thE British 

authol'itiE:: giving support to thE pound at that figurE , 

ThE prEssurE bEcamE sufficiEntly heavy so that tht rate 

was allowEd to go to 4, 81 1/8 at which point furthEr 

support was forthcoming , AftEr gold f ixing thE pound 

strEngthenEd slightly but by the closE thE 4, 81 1/8 

ltvtl had again btEn reached, Gold fixing was fairly 

heavy for a Saturday, 256 bars at 144 shillings 4i 
pence , It was called parity bu~ was in reality a good 

buy, 

DDM KENllEDY 
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Secretary ot State, 

Waah1ngton. 

OOPT 

212, September 10, l p.m . 

Rio d.e Janeiro 

DaUd. Sephaber 10, 1938. 

Rec 1 c1 1.2: 42 p.01. 

Uy aoe, weekly exchange telegram. 

Substitute August 17th in the t1ret paragraph and. 

August 15th and. 17th in the second. paragraph. Strictly 

confidential. The d.irector ot exchange intorae me the 

reason w~ the bank is only able to grant two days exchange 

a t this time is becauae ot the neceaeity ot sending to 

Czechoslovakia large sums to liquidate contract s tor the 

purchase ot areamente already ord.ered there . Althougb 

the payment• t or the war aaterial were staggered. over a 

long period., t he Bras111an Governaent d.ecid.ed to r emit the 

balance at this ti .. in order to obtain immediate d.elivery 

ot the mater1ale. 

In ord.er to obtain acre exchange to pay import bille , 

t he bank ie intereeted. in s elling one ton of gold. in bare 

to the Federal Reeerve Bank for a oorreeponc11ng aaount ot 

dollar crec11 te. The bank infor• ae thd it 1e atteliJ)ting 

to arrange tbie trane.ction d.irect ly with the Fed.eral 

Reserve Bank througb ita •e• York oorr eepondent the 

Guaranty 
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G\llran~J Trud OOIIpe.JI;J of •ew York OU:r. Tile Bu.k of 

Brasil would appreolate ~he Depar~JMot a4Yieillg the r..s­
eral Reaenoe Balllt of thla u~ter. 

The ueneaotioD referred to abo.e 1a eoUrel:r .. parate 

fro. that •ent1ooe4 to 18,)' 203 Auguat 3!5, 3 p.a. wllioh 

matter ie oow beinc oooei4ere4 b:r the Pree14eot of the 

Republic. 

Pl••e 1Qfora Depar~aeot of O~roe. 

OArrlllT. 

.. , .. 
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London' • no . 893, September 10, 1 p.m. 

Striotly oont1dent1al tor the Secret ary ot State 

Cadogan and Ha lifax received ~e separately . 40-

cording to Halifax, laet night the meeeage wu prepared 

tor delivery to Rlbben t rop, not to Hitler. The meeeage 

said that it the Fran cb went t he 9r1 t1eb bad practi oally 

decided to go . After deepa~ch ot the message conta1nlng 

this etatement word wee received that Hl tler and Hender­

son were in conference and eo they made an attempt to 

tell Henderson to withhold pny action tor the time belng 

on t heir meeeage pending the r esul t ot hie talk with 

Hitler. Finally, laet night they got Henderson on the 

teleohone and learned that Hitle r bed not seen him, but 

~hey were urged moat strongly by HenderPon no~ to insist 

on the delivery ot the message by him. They are ignor­

ant ot his viewpoint on thle, but a messenger has been 

despa tched to Cologne by Henderson. 4 pl ane hae been 

eent by the Englieh to Cologne where it will meet the 

messenger and according to expeotatlone will arrive 

back around 4 p.11. today ln London. Right attar Halifax 

and ChUiberlln have tbie report the former will get ln 

touch with me. 

4ooordlng to their secret informa tion, Hlt ler 11 

ready to march, and having that in 111nd prelimi nary 

etepa wltb the Adalra lty were taken by them yesterday. 

Tbel r op1n1on etlll le that Hltler hae three al ter natlvaa 

'-- (1 ) 

\ 
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(1) after stirring up trouble in the Suda~en distriote 

to march in with the puroose or putting down bloodshed; 

( 2) to make a call tor a plebiscite an4 to win public 

opi.n1on to hh a i da in that way; and ( 3) to ~:~arch and 

send h i & bombers to Prague. I t is reiterated by all 

or them that i f they were dealing with a norm9l oereon 

sorne idea or wha t might occur would be held by them, 

but t hey a re dealing wi th an insane person. 

their confident i al sources advise them t hat not 

for long can Hi tler stand out; t hat the gener als are 

somewhat dis t urbed 11t the regime. They have eeoret i n­

formation to the effect t hst Hitler ' s decision hae been 

reaebed and t ha t hiA mino i s now made up that the pre­

sent is a e good sa any time t o attack . 

It is thought by Cadogan end Ha l ifax th11t i t ie 

more tnan likely tn11t their 1ntorm&t1on ie correct. 

Once more ~alltax i noulred what the reaction of t he 

United Stet.ee 'IIO Uld be . My repl; wae that I ni o not 

have the f a i nt e st idee except that it ie our desire to 

keep out or war. Then he 1n0u1red why I conaldere~ 

that it should be the oert or Gr eat Britain to defend 

the ~orals and !deale or the demooratlo oountr1ee 

rather t nan Alle r!. ca--not in a disagreeable WAY , but 

Just t or the aalte or disouseion--an4 I r e plied th11t the 

c~eohoelovak incident had been made by them pert o r 

thei r businsee. The nations allied with them were 

i nvolved in t h1e whole matter and t he people 1n our 

oount r.J 
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country Just tailed to discern where •e ehculd be 

drawn i n. Later Cadogan remarked that this ooinion had 

nis complete e.YIIIpathy and he wished in Heaven 'a name 

that it was possible tor t hem to maintain it. 

According to Halifax there had been adwice trom 

the French that they considered that they could make 

trouble on the Sie~ied Line tor the Germane but telt 

that the French had the conviction that the Gerlll8ne 

were not as unbeatable a& they ID unded. 

This morning my twn view ie that cuoh against thei r 

own will the British aPe veering ott tram the oosition 

ot staying out; that unleee Henderson holds a very 

strong opinion and hie arguments are excellent the British 

are inclined to deliver a etltf note to Germany. It 

was said by Halifax tha t of cou::-ee there can be no good 

in a • ar with the exception that a brief one might mean 

t.he finish of the impossible Nar.11• which in the event 

100 

that it is not destroyed will very likely tor the deaooraoiee 

make it impossible to live. I inquired how Chamberlin 

felt and hie answer was that Chamberlin laet night, as 

he went out , remarked, "Thie isn't real l y eo much t~~ 

as grouse shooting. • Accordingly , the Bri tieh are quite 

calm, but my feeling 1s that great denger in the air ie 

sensed by t hem. Later I was told by Cadogan that it is 

qui te possi ble that Hitler may not eey anything terribly 

i mportant at Nureoberg and the meettng may go ott quietly, 

but. 
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but their ballet 1e that th1e 1e b¥ no Means the end. 

It 1a d1tt1cult 1n theee dally bulletlne to remain 

en U rel,y coneletent becauee w1 ththe eh tft1ng eventa an4 

protests the people at the head ot the Oovern111nt are 

changing t heir m1n4e ever,y tew hours. All da¥ we are 

sta,y1ng here and direct!¥ I hear troa Halifax onae more 

onother Meeeage will be eent to ¥OU. 

ten ned¥ 
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s., turdey, Sootonbor 10 , 1938. 

I' nGbingt on 

Prose Service 
He. 14-52 

102 

Secr etory of t ho Treasury Worgonthnu ted~ onnouneod tho aubacription 

t1 ,~o• nnd tt~ baeoe of ol l otcont for tho cneh offor1ns of 2-1/2 porcont 

Trcncury :Bonds of 19»-52 0114 of l-1/8 pe r cent 'l'rotuury Hotoe of Sorio o .A.-194J, 

lloports r ccoivod !roo tho l odercl. Roaorve btllllta aho" t hnt cl\&h au~ 

ICrlptlone for tho of!oring Of 'h-0.."\S\117 honda lf4'!1"01.illt O $4,488 ,000 ,000, SU~ 

acr 1pt1ono 1::> Dmcunta up t o ond including $1 ,000 wore nllotted in f'ul.l nnd 

thooo In o~unte ~Tor $1,000 wore rllo ttod 10 purcont , but not l ose t han $1,000 

on on.v one subscription. 

l or tho offorillg of 'l'roa&\1!7 notes e ach oubocr1pt1ono ll(;6J'O«ato 

$3,05l , OOO , OOC. Subacriptiona in L'.lliOunte = to Md including $1 ,000 woro 

ollotto' in full nne thooo in ~unta over $1 ,000 vor o allotted 11 percent , 

but not loes t b.!m $1 ,000 on ~ cno subscription. 

Proliol.Mey r opcrta of oxchcmgo subecri ptiono , i n poymont of which 

Tronour-.r Not e s of Sorioa E-1938, M turin.; Docoobor 15, 1938, \70ro t ondorod, 

1nd1cnto tho.t a aubst nntiol po.rt of t bc "" turi ng no too hove boon ex~od tor 

tho now 1asuoc, end t.hnt over 90 por cont ot t he oxchcnaoo oro fer t ho hondo. 

J'wothcr 'otntle no to oubocrlptiona nnd C'llotmcnta will be onnouncod 

~then tinol r crporta <>ro r ocoi'rod tron tho J'odor ol l!oaorvo brtnlto, 

-cOo-
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OONF'IDENTIAI. 
WAft DEPARTMKHT' 

WAlt DIP.......,....... GlKNQAL -.TN'P 
......n'MY~...,...._ ... 

W.-..t..,..,.._ D. C. 

IIDIORt.NDUll NO , 8 FOR 1'HE CHIEF OF STAFF 1 

(1..2 

J K 

Sllbjeot 1 1'he preaent Bllropeu aitll&t1on to 
aidnigb:t. Soptaobo.r 9-10. 19~· 

Politioal S1tllot1on. !here h little Ia>.,... b ... io tor the 
prou oooro S.lldliileo 'iililoh baTe appeand 1n tho put tw.nty-tOilJ' 
hollro . ott'ioial reporto tros Geraey, appraioing the at.oophero at 
Nuroaherg, 1nd.1oate thet the rank and file ot party .. mboro are 
"jittery", thet reoponaiblo Foreign Ott1oo ott1o1alo Tiew the o1tll&­
t1on with 110re then llollal oori ouonou, and thet Bitlor1 o 1ntont1ona 
a.re aa eni~tloal •• e•er. Hi a reoe.t apeeob • • mode rat. in tozae • 
doop1te the omotioll&l .. tting. !heoo 1nd.1oat1ona, together with an 
apparent otitt'eni.ng 1n the otr1o1al Brltioh attitude. tend. to plaoe 
the oitlloticm on a 110ro oalal7 jud.ioiolla pl&De. !he groateot 1.­
med.iato d.an&•r 1o the pou1b111t)' of 110re frequent aDd 110re oor;touo 
1no1donto 1n the ouper-exoited Sudeten area itoolt, 

K111~ 81 tllot1on. lo kDown ad.d.i t1oll&l ailit&ry prooau­
tiono ot gr ... trt&DOo il&n boon taken oaong the largo powro 
invul'ved. The Britioh Adod.ralt)' hao tranoterrod t oll!' aino- laying 
d.eatroyora and I"~TD lliae 1-.yera f'roa reeerv• to ociadaaioned 
atatu.. 

CONF'IDENTIAL 
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TREASURY DEPARTMENT 103 
IHT'I" 01'1'1C:I: eQNMU NICAT10N 

.... Soptn~r 10, l V38 

fO !1ecretary a. .. orgen tbau 

•:r. Taylor 

'1evtow1 ne; our connrsst ion or yesterday on tho question or a pooe1bl e 

0\ .o~ Of f! ro.ncing purChO&OO Of etratevtc ttate rtalo or ot>,er COtiDIOd1tioo 

' r"' ~ 'to C1inose , t ho method "hlch could be employed 1o brletly "" tollowa: 

'rh!> Federal Surplus Co!mod1 Ues Corpora Uon would purcllase tlla 

.c I !;Ra te d co::!!ll0d1 tieo; tb~ cornod1t1es -.hen recehod would be stored by 

>l t~er t be ;.rmy or tho llll"Y on their property . Tho .l.rm)l or the la"rY would 

•In t~o :Oederal Surplus Comnodttloo Corporation on undertakine to purcbaoe 

t ho ; upplles in question from tho Federal Surplus Co~odl ties Corporation 

• ~1-!or car ta in condl tiona, ond tho Federal Su.rplUa toanodi tlee Corporation 

·o•tU In turn undert:>Jce to orrer t he Col:ll:lO:il t1oa to t he J.:rm:i or tbs Na"rY 

bo'oro dtaposlna or t h• to any other puro~..nser. 

••cr l bed in ¥r . OUpbant ' s momorendum. 

Tbio ge;:erul. procedure 

The Feder al Surplua Commodities Corporation would obtain t ho tunde 

to onable it to make tho neco ooary puroheseo from tho Er.port-Import Bank; 

the ~dvoncos would be secured by pledg1na tho co~ditleo In quoot lon. The 

- xrort-It:IJ)ort llank i n turn would obto.ln t he nocuao.ry funds tor tinonoins 

t~ l a t r=a•ctlon rroo the lleoonatroction l'lnanoe Corpontion. Tbo Rl'C 

!r II needed to do add1 tlonal ttnancina tor tb.lo purpoae would obt<>.tn the 

!'unda rroaa the market on 1 ta own credit or trom. the Treasury . Tbe reaaon1 

fer t hlo rath&r ccmpllc~tad procedure are doacribod in some detail in 

P.r . Oliphan t • a ID$morondum, 
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7t•b particular ,..,,,..,nee to the Cbineee el tuaUon, a co:l\ract 

ror purchase and del 1Tery o r aay tungaten could bo entered I nto with 

t•.e C!Uncse CoTC==ent. Tbla contract could proTide tor regular 

dalivor1es or apocl fl o amounts or tungsten over nn agreed period, pay­

eat to be oado on receipt or the tungsten, or It It appeared 4ea1rable 

w dn ao, ad \'Moo payments again at ru ture dell vory or t ho shipments 

"'-tul red by the contract could be arr:>need. In case thla lat ter 

104 

¥~ee dure wore ~ploye4 1 tr ror any reaoon deliveries were l nterrup te~ 

t .3 :'clcrnl Surpl'Jo ColliCIOd1t1e~ Corporation woul4 have a co nt rect calling 
~or o;ectrlc amounts of tungsten whi ch •'Ould be requi r ed to bo delivered 

1ntier t)~ COntrcot wheneTer dellTeries again beOa::M~ poaa1ble, and the 

~rrbngc~nt would nave u separate etatua, nruaely, one ~1 ioh would be 
quite 41 rrerent tl'O!:l the ordinery debtor-cre.U tor relationship . 

veeter day e.,nl ng I .Usouooed t bio sttuatlon at aome length 
<I t 'l •torbert Feia end he In turn w'lll bring the mttsr to Seeret~ry 

•·ull ' :i attention . 
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London'• etri otly con!1dent1al telegrea 
no. 897 ot September 11, 5 p.m. 

I have Just had en interview w1 t.h Lord Hell!~. 

The deeoatch !rom Henderson received th1e morning wae 

lOS 

read to me. In the despatch Henderson moat emphatlcelly 

urged that he not be forced to hand over t he ultimatum eent 

to him !or preeentatlon t o the Government or Germany. ( 'l'h1e 

1e the ultimatum which I referred to in ~ yeaterda¥'• 

deepatcb. ) Henderson r eported that he had conversation• 

wl. t.h Goering who deepl te n1s table-thumping addreae ha 

still considered to be the leader or the Moderates; 

Goebbele, who also was most reasonable; Rlbbentrop, whom, 

I gather, continues r a ther bad; eleo the permanent head or 

the Foreign O!!lce (the pos1t1on oorreepond1ng to Oadogan'e) 

and 1t was made clear by all or thea that the Britiah viaw­

potnj had detlnltaly been presented to the Chancellor and 

~hat they had all s ounded the warning that a demarche like 

th&t or May 21 would be the worst poad ble act.1on to take; 

that 1t Hitler could be persuaded by them to remain moder­

ate, action or thle ki nd would render it impossible. Ac­

ceptance or Hendereon'e polnt of view haa therefore been 

decided upon by the British Goverruaen~ and lt baa been 

decided to delay until a l ater time, and then only in 

the event or necesa1ty, del1ver,y or the ultimatua. 
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The i mpossibility ot keeping anYthing confidential waa 

reroerke<! by Hender11on; t.he Gennana know that a IIUteeenger 

wae despatched to Nuremberg and Henderson was a sked l aat 

night tor whet reason he wae eent. Henderson told the• 

that an u l tima t\llll trom his Oovern•e nt had been received 

by him but that he he!! urged hie Government mt. t o require 

ita pre sent a t i on until a l a ter time. It was indicated 

by Goeri ng that that wae far end away t.he wiser thing 

to do. Ot course , Henderson still holds the opinion 

that Hitl er 1e in a warm mood to attack and accorc!ng 

to hi e l atest information, declare~ t.hat the alrtorce 

can move in lese than an hour; the army ie all rea~ 

to move i mmediately. It was pointed out to Henderson 

by Ooebbels that t heir i nfluence was in the direction 

or moderation, eubject to the or ovleion that the 

c~echoelovake demon~trated tar more r estraint than ia 

now bei ng demonstrated in their hantlling or their 

Sudeten people. 

There ie anothe r i nci dent t hat appears most sig-

n! tlcant in that the Germllil Embaeay here yesterday attar­

noon inquire!! 1t a call on the A&airal ty might be made 

' by their naval a ttache . Permission wee granted and he 

11slted the AdJDiralty what t.he meaning wae or their 1110ving 

up their mineeweepere. Acting under lead tr0111 the 

Foreign or nee the Admiral told him that w1 th thing• eo 

uncertai n and wi th h i e belief that England positively 

would 
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wo uld move should Fra nce be involved in t his fight, a 

matter which seemed inevitable to him, they were making 

t.heee moves aa preliminary precautione. Hal ifax wen t 

on to e&Y t hat the Admiral in t h i s statement e xceeded 

n is authority , but i n his oplnlon rather wiAely , because 

107 

of the as toundi ng reaction on the car t or the naval 

attache, wnl ch the Admiral reoorted. The naval a ttache 

declared his bellet thet nobody ln Genuny had the f a intes t 

l dea t hat Great Britain intended to tight. This re-

action eo i nterested the Pri~e ~ln leter and Hal ifax that 

t hey a re th1nkin~ over, Wi thin the next t wo hours , t he 

idea of commencine a allght movement in the destroyer 

fleet. I will be intor~ed about thts by t hem a bit 

bter i n the even i ng. For the time belng they have 

reached t he decielon to keep on bluffing with i ncidents 

llke m1nawee~re and destroyers end eo on and not with 

words f or the reason t hat they teal that they would no t 

be believe~ oy Hitler even in the event that they ea1d 

they were defln l tely going l n . 

The Prime Uinieter wlll receive me et ?:30. 

J:enned,y 

' 
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PAJW'f!JWJI 

London'• atriotly confidential telagraa no. 899 
September 11 , 9 p.m. 

The Prime Mini ster has Just received me. Wa 

are aending to you a statement whioh has Just been made 

by him. A1 thoue;ll being given out by him, t he Prime 

Minister ' s name is not bei ng uaed. A deoiaion haa been 

reached not to bring up the deatroyera , rince they wi eh 

to keep them tor further ammunition . He reiterated onoe 

more that it ie indicated by the beat information which 

he has that Hitle r's mind is made up to go, that the 

date has been fixed by Hit ler, and that even 1n the 

event that he is reasonably temperate 1n tomorrow's 

speech, he has given i netructione t o everyone to be 

on t he watcb . 

Ienned,r 
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l1n D ~~~ 
lq_(..-~~t 

()-.-
DEPARTMENT OF STATE 

WASHINGTON tJ_~. .......,. "\....o"""l .. 

STRICTLY COIFIDIITIAL, ~ Septeaber 13, 1938 . 

My dear Mr. Secretary: 

.4s you requeate4, I append a brief DlBIIIorandua 

regard1Jlg action taken 1n connection with the 

recent decline in tho pound. 

II 

Enclosure: 

Memorandum. 

The Honorable 

Sincerely yours • 

\~ r-e.:c. 
Herbert J'eia , 

.4drtser Oil International 
Economio .Affaire . 

Henry Korgentbau, Jr., 

Secretary of the Treasury. 
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September 12, 1938. 

MEIIOIUNDOll FOR THE SECRE'l'ARY OF THE TREA8t1RY 

From; Herbert Feia, Department of State. 

The memoran4ua I reoeive4 f ro= you calling atten­

tion to the decline in the value of the pound since the 

beginning of our discussions with the British about a 

trade agreement , and its bearing upon the terms of that 

<-0 Teement, was discussed wi th Secretary Hull, Assistant 

Secretary Sayre, and llr. Hawkins, Chief of the Trade 

Agreements Division. There was common agreement that 

this movement of the pound - especially if it went eub­

ctantially further - might give riee to new difficulties 

both in regard to the trade agreement and in the monetary 

field. It was ju4ged that it might eerve a useful pur­

pose if the British Government could be ma4e cognizant 

110 

of the fact that this movement of the pound was under 

cloee observation. Accordingly, when laot Friday the 

British !mbassa4or came into the Department to diecuee 

with Assistant Secretar y Sayre varioue queetione having 

to do wi t h the h ade agreement, Mr. Sayre calle d attention 

to the subJect and erpreeeed the hope that stability oould 

again be restore4 an4 that no movement of the pound take 

place such ae might create new difficulty in the tra4e 

agreement negotiations which were already eo far advance4. 

He even stated that should this movement grow too serious , 

it 
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it might gi•e rise to a requeet for reezamination of the 

terms of the proepeoU•e agreement . llr . Sayre reporte 

that the Aalbauador realised that it -• a matter of aoae 

moment , but at mention of the possibility of reexaaining 

the extremely complicated terms of the agreement, s howed. 

by his expression and gesture hia sanae that that would 

ghe rise to the •ery greateet of difficulty. 
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FEDERAL. RECCJlVE DANK 

OF' :'IOC\'• YC"U< 

CORRESPONDENCE 

COUIOII!UL l1LU 

DATC..Iep\-'a' 11. 18 •• 

SUaKC.T f&D'IOII COIYWIUf%01 1II1B 

BMIX 01 •GLMG.-

llr. loltoe oall .. a\ 10140 todq. Vp \o ltiO •·•• tblllr 

uu bo bad 10lc1 dclut. tl'P,ooo,ooo with tho Dahh eecl lwlaa a1110 

.. utnc dollera to IUppon \betr CN~eto.. lor tho aex\ ,_r 

th1.Da• bad b- relat.hel7 qat• bat. at 1110 P••• .-ra ha4 b­

epr .. d 1D tho Leadoa II&Jttot to tho afton t.hat. O•wa1 Ooortq waa 
l 

.. rtoualT 11?-• .tt. t.ho .. o t.t.o Porta had ha4 OD at.tult of opu.ta 

ela1111DI t hat. ao t.roablo ••• Ukel7 t.o dwelop OYor CIMboalo•akla 

oo• t~t. or .. t. 8r1tata had aado hor postUOD clear. .ta a roiUlt. t.bo 

dollar had woaltonocl t o •·•• ODd ottora of 10ld bo4 b.._o .ubet.aatial 

i n t ho 14Dcloa aaan, tho latt.e~••o t.renoat.leeUe boat.a wore 

t'Ulod up aad iaiUreeoo •a• bOOOII!al roatrtet.ocl. Ia add!Uoo allloft 

all tra4ara b .. r .. ot•ocl tan~ntoaa hoa tholr 1Uporlora aww.lT 

to l1a1t their ~Meta tor tho t.Slla beial• Thwo had alao boe 

eoao looae blk iA tho ••rk• abaat. tho poaaiblli\7 of tho ao.­

amt. lqtq m •ba .. o 111108 t.ho aport. of plcl or we ooaflaoat.lq 

1\ ill ouo of t.JOablo. .ta a roiDU of all tbia, Loadoo pld prtoo 

h•d 4Jooppo4 aad t.bo tuacl had b.- able t.o t.uo 1a n,ooo,ooo, the 

flrat. aoq~a1a1Uoe 1a t.wo -th•• ftth tho doller do• to ••II tloa 

t.81 ba ~cl t.r1o4 w wr 1a aoee of bh prwtoua aeloa bat. tho 

JNrobuo of lou t.bOD fiQO,OOO ha4 p~~lbo4 tho rat.o bMk t.o •.11. 
At \bo _ _. it. loolcocl ._ h1a aa t.bolllb tho ron of tho 4llr wolllt 

bo 1'0I'J' qa• eel it. ... o4 poaaiblo t.hat. Ut.l•'• apOHb -.14 
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FEDERAL ACSIAYE BANK 
0,. NEW YO~K 

1:!. 3 

_ RRESPONDENCE 

co•nom:tAI. nLa 
oA=.!_•••• 11, ua. 

SUB.JccT,fJLIPBOII Q)lfJIIIa.&fi. tiJ'IIl 
1.. 1, laolra 

J.&U or •01.• D. 
I 

!he l.adca noell ....,.,. had ..-~..s a l.1Ule '*' 
OOIIIidWriDI the I~Wral t~tlOD tb'f' bad IM'~ \hi'OIIIb na-a!l17 

•• u. 

I ••• mather h o .ul.d wal-• .... ••1'"•• -• nerllq 
t b1• .nan~- after be waa clo1ed it t h o ... , .. llboald n~\h• 

u ter1a117J h e would 'be ,....,. 1lad 1t •• could poll1'bl:r do -ftbf.q 

tor h1.a1 b e replied, lN' added tba\ bo had b- relaa\•t 1B tho 

attemOOD to bu:r dollar• oa a larse aaelo em the rato wuk•..S 

lut the aanrat tUI'D .,ua. 

loltoa alkad 'lbatbor •• had doae tlll7tbta& turthar w1 tb 

t ba Datob end I uplatnad tha\ th.,. had 1B the lan t .. ~· relMaed 

bat•- t7 aDd .. ,ooo,ooo ot t hcr 1old baraJ alao that \htr wwa 

planninl to llhlp •owa 10ld tr. Mator4• to repltllilh thetr holc11qa 

111 tb ua. loltoa nat ad tha' be •• arrec1D1 to abip aboat t?a,ooo,ooo 
of 1old to ... Yon 01'01' the aea three wae~ta. !hh, I aa1d, .al4 

oerta1D17 halp to ••• our '*1'4~. 

loltoa •-• ooaa14erab17 iatarea\ad ia the attUada 
at OQr ,alllt e towal'da the ano•- litaaUoa ~d I uplailled 'he\ 

i n ~ a-lila op1D1oa eana1al:r 1B thh part ot the _,.,. \ho .-u. 
teel.tnt waa 4at1BUa17 aDt.,oata\ia -. the ••horum~ n•••• • 

added tha' oao lbol&l.dlltt 1o .. dlb' ot tho ,.,_, !tali• • d •-• 

wl•••• 1a \t\11 _,.,. t.. wlt.leb the -• Iliad of , ... ,., ... li1P' . ~ 

be npan .. WS.tb wlt.lab wa "-• .... da'ed 1a ltU te lt:&a. 
" 
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SEcrEtary of StatE, 

Washington. 

RUSH 

9011 SEptEmbEr 121 1 Pomo 

GRAY 

London 

DatEd SEptembEr 1211938 

Rto ' d 9 a .m. 

?OR TREASURY FROM BUTTERWORTH. 

Th E ExchangE markEt is vEry nErvous this morning. 

ThE dollar opEnEd at 4 . 81 and r c.;>idly wEnt to 4. 8% 

whErE it was supportEd by t hE control for a short timEo 

Gold was fixEd at a half pEnny discount today, thE 

pricE bEing 144 shillings 7! pEnCE whEn 449 bars wtrE 

sold. Arbitrag E transactions bEing limitEd by thE 

diffi culty of gEtting insurancE covEr, hol dErs art 

gEtting rid of thEir commitmEnts btcaus£ of thE lack 

of war risk insurancE covEr so that aftEr thE fixing 

morE was offErEd than thE markEt could digEst with thE 

British fund probably taking cErtai n amounts . 

ThE dollar is still wantEd and thE control is 

probalnt i n tH(i background with a few small arbitragE 

trans~.o~ hElpi ng to hold thE rat£ at 4. 80! • 

. . 
KENliEDY KLP:C.SB~ 
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PARAPHRASE OF !ELEGfWI 

JTR!C!LY CONFIDENTIAL 

FOR THE SECRE'l'ARY 

ntOll PARIS 

No . 1'25, September 12, noon (Section 1) 

!hie morn.1ng Bonnet oa11e back trom GeneT& 1n a 

dispiri ted aced. He had had ccn•ereatione with Coaene, 

the RuiMDian Foreign ll1nieter, an4 with L1tT1noT. .t.e 

a resul t or these tallte the t ollowi.ng concluaione bad 

been drawn by b1a. 

It CzechosloTaltia ehoul d be entered by the Germane , 

Germany would be attacked by rranoe and SoTiet planes 

would i mmediately fly acroee Rumanian territory to 

CzeohoeloTaltia. ! here would be no attempt to attaolt 

theae planee by t he Ru .. niane . Yet it had been made 

absolutely clear by the Rullanlana that they would not 

allow t he SoTlet Arm:! to CliO .. t he Ruaanian boundary 

with the obJect or bringing aid t o the Czeo••· Aooord­

i ngly , should war brealt out t here would be eubllltted by 

the Rueaiane to the League ot Nationa the"problem or 

whet her or not they had the right, in order to help 

CzeohoeloTalt1a, t o erose Rullan1an 1011. 

It wae further etated by Bonnet that th1e problea 

would 1n &n:f eyent not b e lJIPOrt&nt tro• the Tiewpo1nt 

or ut111&1ng torce t.aedlately t or the reaeon that 1t 

would be phteioal.ly out ot the qu .. t1on beoauee aeane 
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ot traneport were lacking tor the SoYiet Ar~ to oroaa 

Ruunian terr1tOJ'7 to aid the Czeoaa. 

Indication waa laoklng that ~thing would be done 

by Poland. The outcome would be that it CzeohoBloYakia 

should be entered by German troope 1 Germa~ would be 

a ttacked by France and tor all praotioal pu.rpoeee the 

French would be in a situation ot complete isolation. 

(Section 2) 

To be eu.re 1 Great Britain would declare war on the 

French side but the total unpreparedneu ot the Britillh 

Army was such that the entire brunt or the tight would 

have to be borne by the French Arrey. 

According to hie Yiew1 a measure ot the quite re­

markable calm and resolution with whioh the French 

1:!.6 

people are today looting at t he tutu.re 1 was due to the 

oircumatanoe that on1J' a taw people had adequate iugina­

tion to comprehend the reality ot modern war. The oon­

eequenoea ot air raids by German bombere on Paria were 

be7ond the Uaite ot or dinary imagination. 

(It _,. interest the Dep&rtMnt 1n thi& regard to 

know that Colonel L1ndbu.rgh 1 who baa Juet returned attar 

v1ait1ng CzeohoeloYakia and Ru1e1a and 1e thorougbl7 

acquainted aa a reeult ot preY1oue viaite with the aitu­

ation 1n t.:ngland and 1n Germany 1 hae Juet told me h1a 
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belief that although nuaer ous the Soviet planee are 

much interior in quali ty to the Ger man, and althou&l 

the soviet pilots are br ave, they are exceedingly poor 

in quality. 

The Czechoslovak air force, Colonel Lindburgh 

believes , would be virtually worthless in combat against 

the Germane. H11 estimate 1s that the Br1t18h and 

French air torose are ao much poorer than the German 

that even should all the facil ities ot the United Statee 

tor manufacturing aircraft be made available to the 

French and. the l::nglieh in war time, nevertheleee co11plete 

control ot the air would be maintained by the Germane tor 

from eighteen months t o t wo years and t he Gerlll&lla would be 

able to bri.ng about the destruction in France ot nery 

structure that they might w1ah to dee troy. Incidentally, 

at one air port in Czechosl ovakia, Lindburgh remarked 

that he bad obeened twenty-tiYe Rueeian bombing planee.) 

Eu: JGP: !'.I 
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SECTlOM 3 . 

It waa said by Bonnet that in hie opinion there bad 

been eome i=provement in the a1tuation yesterday afternoon 

ae a result of the British Government's decl aration . It 

m~at be known to Hitler now that aho~ld he maroh into 

Czechoslovakia there would be on hie handa immediate war 

with both the British and the French. There remained the 

question whether or not Hitler 's confidence or the imaeae­

urable superiority of hie air force wae euch that he would 

now r isk war. 

There were progressing f airl y aatietactorily the nego­

tiations between the Sudeten leadera and the Czechoslovak 

Government inaemuch as the S~detene had had to recognize 

that the Czeohoalovak Government's ccnceesione conetit~ted 

at l east seventy percent compliance with their demands . 

It was added by Bonnet that he t elt intense apprehen­

sion on the aubjeot or what might be said tonight by Hitler . 

He inq~ired whet her it was my bel ief that the United Statea 

Government mignt find it possible to instr~ct Ambassador 

Wilson in Germany t o tell the Foreign Offi ce in Berlin 

that according to our view tb8 negotiation& now going tor­

ward between the Sudeten& and the C&aohoalovak Govarnaent 

offered great poaa1b111tiee of a settlement of the diep~te 

witho~t hoat1lit1ea, and tbat the uee of forc e at this 

moment 
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moaent. wollld be regarded ae oont.rary t.o t.lle int.ereat.a ot 

bWl&ll1t.y by ua . 

lly anawer waa t..b&t. it. seemed extremely dollbt.tul t.o 

me t.bat. t.be American Goverlllllent. wollld oare t.o .alta ~ 

demaroh ot t.b&t. kind and even more doubt.tlll t.nat. Aabaaaa­

dor Wilson i n Berlin oollld have an appointment. betore t.nia 

evening wit.h anyone ot euttioient. 1mport.anoe t.o exert. on 

Hitler's apeeoh any intluenoe. 

Bonnet. remarked 1n oonoluaion t.hat. daapit.e t.ne dark 

teat.llrea ot t.be current. e1t.uat.1on wnion made prediot.lon 

aa t.o t.ne out.oo•e 1mpoeeible, ne r ound it. bard t.o ent.er­

t.a1n the belief t.h&t. t.he deliberate deoiaion t.o pl unge 

Europe 1nt.o a oontliot wnioh ooul.d only and wit.h t.ne da­

atruot.ion or t.ne Conti nent. would be made by H1t.ler. 
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EG PLAIN 

London 

DntEd Septcobcr 12, 1938 

Reo ' d 3:52 p • • : . 

SccrEt~ry of S t a t e , 

·.k chi!'\:; t on. 

906, ';crytcr:bcr 12, 6 p . ::1 . 

FC:l T!!C..".:; J!:Y FROll BU'2TE:ncRTH. 

The 3~ncro.l o.t 1:o::phcrc i n t hE city o~ntinuco very 

nervouo a nd o.pprchcnoive . The a old "rice fell t o o.o 

lOVI o.o 1~~ . 20 . b ut 1\0VEd up lo.tcr t o 144S . 6D) (;111 fer/ 

buycro lmvi!J8 ct~r:e in c.nd o o; ' E oup,orting ' rdero f or 

gold hav in:; bE£:\ receivEd fro:! llEII York. ThE dnl lo.r 

ro.t~: jUI::ped t o 4 . 82 ohen g, ld chc::pened but coo lo. ter 

quieter c.:od f a irly otEo.dy at 4 . 80 7/8 . The m :nkming 

of t he d oll ar o.ppearo t o ~~vE been due t o a tcchnico.l 

oqucczc, c.rbitagcuro r:iahing t o ocll their dcl laro 

i rl1'1£d1atcly to oat!)lcte their tro.noaot1ono . 

KENh'EDY 

KLP 
' I 

• ' 'If /1.4' Ill .,. , , • • 1 

.. . . 
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P .&JW>J~RAs.s or Tm..~Wl uo.~IVn 

ntOIJI: Aaeriou llabaeey, Pa.rie, J'ranoe 

DATI:: Septeaber 12 , 1938, 6 p.11. 

10., 1.:51 

I'RCil COOHJWT. 

121 

The trano wae held at 178.31 by the J'raob etab111~ 

tioD t'wld which bad a ligllt day. There ba. beeD hectic 

t radiDg 1D eterliDg; fifteeo milliOD dollar• had beeD yielded 

by DOOD by t he Britiah atabilhatioD tuDd. Thie attenooD 

both LoDdoD &Dd Paria are quieter aa Bitler'• apeeoh ie 

awa1 ted. I111portant aalea of dollar a, it 1e obeerYed, are 

bei Dg aade by the Banque Traneatlantique Parh. 

The repreeeDtatiTe of the Bank of Italy vhited me upOD 

hie returD to Parte after aix weete in Italy. Tbie repre­

ec t ative eaw no UDUIIl&l llilltary activity 1D hh country 

while oroeeiDg by motorcar into Italy through Br~ Paee, 

while he wae travelizli exteDeively there, and returDiDg by 

motorcar by way of Switserland. Be billeelf h a reeerve 

offioar in the Italiu Aray and ae euch h not aware tha1i 

&Dy Dew a111tary pr-llt1one were bei ng take by hie coUDtry. 

Be 1e convinced froa oonvereatione with high Italiu offioiale 

that theee 1Dd1v1dlal.e do not e:q~aot war over Oseoboelovakia 

011. the pari of Genuy. 

Illy triend 1De1eted that lllinieter Gll&rllieri 1e etill a 

liberal aoono111e1:. Be eaid that the MiDieter will go u 

tar 
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tar aa be po .. lbly oan in r•oTilli reetricUona on tra4e, 

and in ende&Tor1as to rnll1'n to tho .. econo.J.c poUciea 

to which be real l y &4beree; tbat 18, be 1e not wort1q 

tor eoonoa1c eelt-IIUfficienoy in Italy but •l8t oon .. ne 

what ~Qld Italy baa and to that end it ie neoeaeary to 

reatric t t.porte. With reapeot to free . trade, he eaid 

that Guarniv1 wol&ld quickly follow ·an,. in1Uath·e that . 
other countriea migbt take, whicb could poaa1bly be 

taken up b)- hia. 

In the opinion of a,. friend, the apeeoh to be delh• 

cred by Kuaeo11n1 at Tr i eate on the 18th ot Sept•ber will 

clear up the Italian GoTernaent•a poaition on t he queation 

ot the Jewe in Italr. Be told ae that many people ware 

ot the opin101l! that J-• controlled an iaporlant J&rt of 

the •ati on•a Tital &r~~&~~ent oonoems, auob aa J'iat, and 

were anxioua laat ill anr sreat easrsenor, ther be in­

nuenoe4 .ore b)- racial than by naUonal aJlll)&tbiee. 

BULL~!. 

\ 
' 

U:Ln • 
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PARJ.PIIII.lU 0~ UI.-Av UOUVED 

JROih .Aaerioe.n J:labaaay, Parte, J'r&DOe 

DATI; Sapt .. bar l3, 19S8, 8 p.a. 

10 ., u•s 
J'ROil COO!Il.U'. 
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The morning waa quiet f or the Br1t1ah atab111sat1on 

!und. Rowne:r, ita lo .. ea were t35,000,000 froa noon \llltil 

3; 30 thte afternoon. The atarliDg-f:ruo rate waa •ta­

tained at 178.31, but by 5:00 o 'olool: the French atabili­

Uon flul4 had loat 1:!0,000 poUDda 1D holding u. fha 

newa of 41aturbanoea in Cseohoalo'fakia haa bee a 41aturl>-

1ng factor ia London and oont 1Danta1 cent era. !he antl.­

ment of the dock atrlke at llar .. 11le haa Meed the French 

labor ait~~attoa. file Bov.rae 1D Parte 1a weak at the preaent 

Uae. 

Btn.Lift. 

u.:Ln 
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STRICTLY CONFI DENTIAL 

rROX LONDOR 
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K 

Tonight following a meeting of the Prime Minieter 

and prinoipal mlnietere to ooneider Hitler'• epeeoh 

Cadogan who was preeent at t he meeting sa•• to a member 

of the etaff the folloWing resume of what in hie opinion 

the i mpreeeion of the mtnietere had been: 

The epeeoh contained highly offenei•e expreeeione 

whioh twent y y ears ago no one would ha•e believed a man 

holding a position of euoh reeponeibil1ty oould ha•e 

made . It doee not seem, however, that Hitler has oloeed 

the door entirely nor yet put hie hand to the trigger. 

The speech 1& not obviously a e extremely bad ae 1t might 

have been in spite of 1te offensive nature and the 

m1nietere were unwill1ng to reaoh any final oonolueione 

or deoieione tonight. !he oab1net Will meet tomorrow 

afternoon at 3 when more definite viewe oan be f ormulated. 

LPARAPRRASE) The impression was not g1•en by the 

Undersecretary of State that he ooneidered that the ad­

dre•• bad in any way been a contribution to the relief 

of the present tene1on. 

lENNEDY 

Eu :JGP:RI 

./ 

, 
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19J8 SEP 12 AM 10 49 

2 5\'. CR 40 OR 

SN WASHDIGTON, D. C. 10J8A SEPT 12 J8 

HO!I HENRY OORGENTBAU JR. 

THANKS FOR YOUR LETTER SEPTEMBER NDIE, WHICH WAS OOLY RECEIVED. 

I HAVE BEEN PREVENTED FROM ANSWERING BY FACT THAT COD ITTEE BAS 

SEmi CONTDIUOUSLY Ill SESSION SINCE SEPTEMBER EIGHTH A.ND IS IN 

SESSION TODAY . I WILL REPLY IN DAY OR TWO. 

MORRIS SHEPPARD CRA mJIAN 

1049A ' 
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TO 

PftOM 

Subject: 

127 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION CONFIDENTIAL 

OATE September 12, 19JS 

Seore~ary genthau 

Mr. llaa 

The B s ness Situation, 
Week Ending September 10 , 1938. 

Conclusions 

A generally optimistic business sentiment as the fall sea­

son opens , and well-maintatned levels or activity in steel and 

other i ndustries, are tending to obscure the unfavorable turn 

taken by certain i aroortant f aotor s in the business outlook as 

a result of adverse f or eign developments , which appear t o rep­

resent mor e than war unoertainties. Business aotivity is 

being oarried f orward at present by factor s that are unques­

t ionably f avorabl e, aided by the usual momentum and optimistic 

sentiment aoquired in a ris i ng business trend. Giving proper 

we1ght to the unfavor able aide of the business oioture, how­

ever , t he outl ook must be charaoterized as one of unoertainty, 

with no definite assurance that t he recovery forces developing 

in t hts country will be able t o counteraot the powerful defla­

tionary influences originating abroad. 

I n the longer outlook, the war uncertaint i es and their 

att~ndant deflationary influenoes have introduced an unpredict­

able faotor . If reoent tendencies abroad should continue, the 

Qossibility that they may kill our recovery and bring about a 

r enewed business recession is not one t hat oan be completely 

tgnored. 

Imoortant conflicting influences 

Before taking stock of the imnortant influences working 

f or and against busi ness recovery, we may first review brief ly 

t he business developments of t he past several months. Stock 

and commodity oricee rose sharply from the beginning or June 

until the middle or July, sti mulat ing new ordering and creating 

a widespread optimis tic business sentiment. Ai ded b7 the in­

creased orders, and by reduced corporati on inventories, buei­

nees aotirt ty i mproved 1118J'kedly during July and August . 

As earl7 as mid-June, however, it began to appear that 

recover y in this country might have t o contend with an unfavor­

able foreign situation, since stock prices in England and France 
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showed little or no resnonse to the u!)turn in th1e country. This 

became more eYident later in June, When foreign ourrenciee began 

to weaken against the dollar. (See Chart 1 . ) Commodity prices, 

n th their usual delay in responding to deflationary foreign in­

fluences , began to decline about the middle ot July, and etook 

prices after th1a were unable to make further ga1ne. New orders 

thereafter began to tall ott, and by the end ot August bad 

drooped back to a level not tar trom that which preceded the June 

uoturn. Industrial production, however , has expanded somewhat 

further, desoite the falling ott in orders, partly to bu1ld up 

factory i nventories 1n anticipation ot a better demand during the 

fall . 
Influences working tor business r ecovery 

Analyzing the constructive factors in the present situat ion, 

it appears that business improvement this tall must depend pri­

marily uoon (1) t he automobile industry; (2) the construction 

industry; and (3) euoh a recovery in pr oduction ae would result 

from a cessation ot inventory liquidation. These would be eutt1-

c1ent tor a further business rise, it they were certain to 

mat erial1 ze . 

Some analysts base their hopes tor tall business almost en­

t i rely upon an expected strong upturn in automobile production, 

nth the help this would give to steel, rubber, glass, and other 

lines. The autooobile industry appears to be in a more favorable 

oosl Uon than any other major industry, judging trom our data 

on basic demand, and has gone tar in liquidating its stocks ot 

new end used care. This liquidati on ot stocks is not a stimulus 

to sales, but i t places automobile producti on i n position to 

reaoond i mmediately to an 1noreaee in sales, which was not the 

case last year. 

Confi dential data received t r om the General Motors 

Co~oration show the drastic reduction which has been made since 

last year in stocks ot new and used care. Some qualification is 

necessary 1n interpreting these tiguree , however, as the tollow­

!ng table shows, s ince sales have declined even more then stocks. 

Data given are for the 10-day period en~ing August 20. 

New cars 

Sales 
Dealer Number of 
etooke days sales 

1936 46,000 166, 500 36. 2 

1937 46,700 160,500 3ll-.ll-

193!! 20,700 82,500 39· 9 

Used care 

1936 80,100 190, 000 2~. 7 

t§n 85,200 210,000 2 . 6 

51!!,000 165,300 28. 5 
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It now anpears that the automobile oompaniee will ruah 
the oroduotion or eamule oars or the 1939 modele tor dealer 
display purposes, but that further production will be contin­
gent upon the rate or incoming orders. The failure or most 
oomnani ea eo tar to place orders tor steel product s eeems to 
i ndloate that heavy producti on ia not in immediate prospect. 

The outlook tor the construction industry points to 

129 

turther gradual i mprovement in contract awards during the next 
month or two, which will have some auuporting influence on 
various industries. The volume or construction eo tar, however, 
18 not large enough to be a major business factor. He• orders 
ot three i aroortant building material companies, which should 
be among the first to reflect an upturn in actual construction 
de~d, have shown little or no improvement beyond the usual 
seaacnRl trend. While lumber production has shown some i mprove­
ment , trade r eports suggest t hat t h1e hae been due in part to 
a building uo of inventories in anticipation or increased con­
struction activity, In view of these ! acts, the construction 
i ndustry seems unlikely to otter any material stimulation to 
buaineas activity over the next several months , unlesa the 
P.W.A. building program should expand mor e rapidly than now 
seems possible. 

A major sup~orting factor t or businees this tall, in our 
opl nton, wi ll be the nor mal tendency or industrial production 
to r ecover to the level or consumer demand. Over a consider­
abl e oeriod production has been held down by the liquidation 
ot inventories or finished goode, while actual consumption 
has been maintained at a higher level than production. Since 
inventories in most lines have apparently been worked down 
to about normal, a rebound 1n production should occur to !111 
the demand r ormerly auopl1ed rrom inventories . Thia might 
not haopen, however, it consumer demand should decline, or it 
declini ng commodity prices should bring about further inven­
tor y liquidation. 

r actore ooposing a further business uoturn 

Opposing a further business improvement this tall are: 
(1) t he unfavorable internati onal situation, which appears 
to reflect more than a war-scare situation; (2) the failure 
ot new orders to i mprove; and (3) relat ively low agricultural 
income a. 
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While a settlement of the Czechoslovakian dispute on at 

l east a t entative baste would do much to improve international 

business sentiment temnorar1ly, there is basis for believing 

tr~t the deflationary nreeeure from abroad and the weakness 

in foreign ourreno1ee over the past several months 1 e grounded 

in fundamental economic weakness relat i ng largely to the arma­

cent r ace. The r ecent ori el s may have come on t on of an al­

r eady clouded industrial outlook. 

Whatever the cause, there seems no doubt that pressure 

from abr oad has been the most important fact or up setting our 

recovery t rend. The more recent effect of forei gn deflation­

ary lnfl~ences , which carried sterling below its f or mer 9ar, 

has not yet been fully r eflected in commodity and stock prices. 

In recent mont hs, a week or two usually has el aneed after a 

decline in sterling before commodity nri cee have been affected. 

A large nart of the world now has currencies joined to 

sterling, and a chart of sterling-franc exchange over the past 

three weeks makes i t appear t hat even France has joined the 

ster ling bloc. Regarded in i ta br oader aspects, the question 

may be raised whet her the present decline in sterling, i f con­

tinued, mi ght not have the same effect upon our economy ae 

En6land' s abandonment of gold had in 1931. The money spent 

under our r ecovery program, in such a si tuation, might be 

co~nletely absorbed i n t r ying to hold up business against a 

: 1de of price def lation originating outside t he Unl ted States. 

New or ders i ndex declines 

The weaknes s in the f orei gn situati on might be r egarded 

corr com l acent ly were it not that the trend of new orders eo 

far shows no evidence of a fall busines s i mprovement . As 

indicated in Chart 2, a declining t endency, instead ot a rise, 

was evident in t he figure s f or Auguet , The weekly new orders 

data (see Chart 1) show t hat the downward trend conti nued into 

the first week o September f or products other t hen steel, while 

steel order s last week showed but a slight inoreose. Of t he 

!nd1 v1dual companies from which the Treasury receives confiden­

tial repor t s, ther e are very f ew f or which the trend of orders 

recently can be called encouraging. Although business senti­

=ent gener ally has been optimistic, it seems s~ f ar not to have 

been the kind of ontimism which shows up 1n act ual orders. 
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Business activity might conceivably i mprove t hia t all 
~ith no previous upt urn in order s, it orders increased eimul­
tsneouely with business. But such an i mprovement would 
orobably require a change in buying peyohology like that 
ir!Uch occurred in June, such as could only be brought about 
by a renewed rise i n stock and commodi ty prices. 

~eaknees in agricultural pr ices bee also been a rector 
ooera ting against a fall business i mprovement. The total cash 
ferm income tor this year, including Government payments, wae 
estimated by the Department of Agriculture a month ago a t 
about ~7,500 millions, which comparee with $8,600 mi llions 
last year. Taking account o r income already received, the 
income tor the second halt-year would be estimated at $~,160 
millions as against $~,770 mil lions last year, which had 
already reflected the low prices or the latter part or 1937. 
Since the estimates were mad.e, however , a number or rarm 
oroducte have declined turther to new lowe, t he BLS rarm 
products index at the end of August reaching the lowest l evel 
since July 193~-

Current business news 

Aided by marked increases i n the seasonally adJ usted 
figures tor steel production and automobile production, and 
by smaller increases in the oarloadings, power, and lumber 
series, the New Yor k Ti~e• index or business activity i n­
creeeed to 85 .~ during the week ended September 3, as com­
o~red With 84.8 during the previous week. A substantial 
decline in cotton mi ll activity partly otreet the i mprove­
ment in other l inea. 

Steel activity is scheduled at ~5 - 3 percent of capacity 
for the week beginning Sep t ember 12, a new high since last 
No vember. The increase over the figure for the previous tull 
week , 44. 0 percent during the week ended September 3, is 
slightly l ess than seasonal, according to the New York Times 
index. 

The first cool week or the tall , followi ng an extended 
ho t ~erlod, brought a ebaro i mprovement 1n department store 
ealee during the week ended Se~tember 3. (See Chart 4 . ) 
Salee tor that week ehowed a decline or only 2.7 percent trom 
the comoar able week or last year, as compared with a decline 
ot 13.5-~eroent the week previous. Tbie represents a rebound 
from the- relati vely low sales in August , when the FRB i ndex 
ot department etore sales (adjusted) declined to 83 as com­
pared with 85 i n July. 
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CONF'IDENTIAL 

IIEIIORANiltnl 110 . 9 FOR 'l'I!E CHI EF OF STAFFa 

Subject, The preaent Ellropean litllation to 
mdnigllt, S.pt.a.er 10.12, 1938· 

'l'he following cable detod 3·55 P.lt., September ll, 1938, 
from tho K111tary Attache 1n London, 11 oontirJMd b)' all known intor­
,...tion here a 

"Following information baaed on highly reliable s ource . 
In the event Gora.na use Tiolonos towarda C&eoho- Slovak 
Republic and hellCh resort to a""" Ill t hey poeitin1y 
ot&ted that they will I belina it 11 al.moat oert&in Brit­
ilh will go to allpport of the Fronoh with all 108&111 at band. 
1>1ftiolll ty hao been to make Go ..an~ believe thia . Bow 
prompt Britiah intervention will be it i1 impooaible to 
lt&te . lfo preparatory ml1t&ry 108alllrel whatever h&ve been 
taken to date beyond plaoin& Ieven mille ,_opera and follr 
mine laYI.n& destroyer• 1n 10JT1oe. A4ditional mv&l db­
poll tio111 ...-. contemplated. In ani)' and &ir aoJ'Tioe DO 
leaTea cancelled DO roseJ'Tiota o&lled iuto oeJ'Tice no 
ohange in present arrang-nto aa yet. It 11 at&ted b7 
authority hero British are anxiouo to aTOid all appearances 
of mobilhing these forces partly due to tendon aitllation 
and partly to make iosUI clearly defined before world · 
opinion partiolllarly d0111i.nio111 and 11n1ted St&teo. • 

State Department information i 1 to the affoot that Britiah 
official oiroleo entertain Tory osriouo Tiewa of the .aaontary oitua­
tion. &nderaon, it 11 boliend, hu ade lr:Dcnm c learl;y to Bitler thro~~&h 
hie lllbordinatea that Great Britain will o- to the &id of Frenoe 1f 
the latter beo-1 inTOlTed U a 1'01\llt of a 0..-n toroeflll leitu.re 
of the Sudeten ........ The l.Jipreuion 11 that Bitler'• opaeoh will be 
daoeptinl;y ncm-int~tory, but it h t....-.4 that hi• operation 1n 
&lieD&tin& the oont01ted region will p.-.. d to ito llltt-te and dan­
&orou ooDOlu,ion. 

CONliWENTIAL 

' 
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01't1o1&1 deepe.tchee froa Ruuia at&te thAt no m1Ut&J7 
aot 1vit1ee are known to be in progr••• whioh oannot be accounted tor 
by the ueu&l aut1111111 training program. 

In Franoe there are JliiMroue preee reporte of precautiOD&I')' 
measure• whioh are natural in euoh a etra1ned e1tuat1on. Bo ottioia.l 
information 1e available , however, or ~ eenaation&l de?elopoenta 
other then previouely reported. 

In Gel'IDUiiY no 111111 t&.J7 aot1 v1 ty other then thAt previoualy 
reported 11 otfioi&lly known, lleuter 1a ~~~ J .. ll. , September 12 
(10o30 P.ll. , B.S.! . last ~t) nan announo_,t at&ted tliat Reuter'• 
oorr .. pondante in Cologne reported troop ..,..._uta •on 'llotll aides of 
the Bhe1n° auttio1eut to d1erupt the no,_l ra11-,y sohedulea. !hie 
11 •• yot unconfirmed. 

Conoluaiono The situation 11 unquutioD&bly orltioo.l, and 
ito eoriouenoaa la not expeoted to bo s roo.tly alleviated by the d1e­
oloouro wb1oh Bitler will make at Nuremberg to-4aT. 

- 2 -

CO~FIDENTIAL Regraded Uclassified



OONF'IDENTIAL 

WAR DEI'ARTMENT 
WAR DEPARTMDfT aa ... .u.. flrlti'P -­WMtt.....-oN. 0. C. 

IIEMOIWIDUll 10. 10 FOR THE CHIEF at S!.A.FP, 

CJ-.2 
J )( 

• 

Subject, TM pre .. nt Bw'op.&D a1tuat1on to 
odc!nifl)lt. Septeaber 12- 13. 1938· 

!he i'ollow1J1& requeeted i .ntonu.tion - • received from 
the Military Attache in ~rie in cable d&ted 1•40 P.ll., Sept~ 
ber 12, 1938• 

"France will mobilhe &nd attack it' toroe 1e 
uaed againlt CzechoSl ovakia rego.rdleu of cour .. 
taken by &>gl and or other no.tione, .Antit.iroratt 
artillery in position trot& i'rontitr to ~ie in­
olueift. Jio other obang•• · " 

llo other iJaport&Dt change• are kDoWD in the llillt&ry 
•o.auree preTiowoly reported. 

l o t.lleTio.ti on in tt.. geJMrt.l political eitU&tion - • 
t.ttorded by Hitler' a dei'i&Dt apeeoh in oloaing the Bure.berr; 
ran:y. 

OON!iWENTIAL 
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Septeaber 13, 1938 

1'o: The Socrotaz'7 

!lr. ~ll 

I bad a lon«th¥ conference wi th Wark Graves, President of 
the New York State Tax Commiesion, on Frid~ relative to the 
possibility of our Joining in oome specific action looking 
toward the better coordination of Federal and state taxing syetemo. 
Ur, Grave& diepl31od rather more intereot in the oubJect th&n I 
ha4 anticipated. I boliOYa that if we are intoreoted in specific 
act ion ouraelvee, he will meet uo half-aT• 

L The Federal Government and !lew York both hopose atoelc 
t r anofer taxes but t he taxing proYisions, altho~ similar , are 
by no ~eana identical. Since by all odds the bulk of both texas 
i s col l ect ed from New York City, a good deal of conlueion arioes 
f rom t he varying definition• of taxable tranoaetiono. I asked 
Mr. Gravee whether he would be interested in deti«D&ting men to 
cooperate with Treaoury repreaentatives in an endeavor to forftu­
late uniform statutory provisions. He said be would be very glad 
to do eo and would let uo know tho names of hio representatives 
at once. 

2. In Australia, tho l"odoral Goverm:ont and ooae or all of 
t ho otatee utilise the NIIO forao !or reporUn& taxable income. 
The particular form 1a prillted with two eolwono: one in which the 
i ndividual entero tho income for Pederal purpooeo and another for 
atate purpooeo. Tho itema of taxable income and of deducti ono 
vary eomowhat and provieion ie made for thie variation on the fora. 
I asked Wr. Graveo whether he would be interootod i n exploring tho 
poseibility of a einsle form to be ueed by tho United Stat eo and 
lin York. l!e e&ld be would be glad to daei~te " aan to work • i th 
a TreMUl")' repreeontaU vo in drAfting a propoood fora. The re­
oponol ble state and Traaeuey official a would than go over to oeo 
wbothor or not it io foaoibl e. 

3· .l.a to the broa4 problaa of coordination, Wr. Grav .. IU&'­

«•oted that be tbotl&ht it would be vary dooirablo for the Prooldellt 
to call a large eonleronco of intereoted por oona &!tor IUi tablo 
preliainary arrangoaento bad been made. The idea of tho eonleraBCe 
would be not DOr&lJ to diacusa atat e and lodoral conflicts in taz 

:!. 36 

Regraded Uclassified



r 
) 

- 2-

uthro, wt to fo.-late a procr- for eDdiiiC \Ilea, !be 1atntloa 
would be \bat tbe ooaforace Polll4 IID4 wUb a reoo-a4aUoa tbat 
the Prolldent deol~~~&te a .all oolll1\tee of d1oUJICU1ohe4 • ., to 
foralllate a proer .. for \be better ooord1Dat1oa of otate and r ... ral 
ta:dD& •7•t-. It woul4 be coatiiiJ)late4 tbat tbio oolll1the wn.l4 
be eupplled wltb a4eqaate fuado to IIIJ)l07 a flrot-rate reoeercb 
ota!f, which al&bt 8PIID4 ao acb ao a Je&r 1a aoo .. \lliiC u4 ~­
sift& the DeCIII&J'7 4ata 8114 1a pr8Par111C a ...,.lete proer ... 

llr. GraTee bellneo tbat aa 'IUI4er~ of tbio character wo..U 
haYe a otro~~& popnlar tiPPial aa4 tbat the u.. 11 rlpo for the 
Prelldent t o ulte w.cb a propoeal. Be wolll4 lla to oee tbe pre­
lilliD&J'7 work done at oaee aa4 tho propooed ooaferenoe bel4 ooae­
Uae 1a loT .. NJ'o 

ee - llr. Baaee 
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. :r: 

. , . : . J r : 

' . ~ . 

' . 

L: 

l : 

. Jr: 

':J :.J r: 

~ella. 

Admira l Leahy. 

ThPn~ you . Hello . 

Admir a l Leahy . 

Seotecber 13, 1938. 
e:5e a . m. 

Thi s 1s i:o r genthau spenkl.ng . 

C-?'d m'rn1ng !:r. Secretary . 

~''" p_re you? 

Fir.e, ttan~ you . 

-
138 

Admiral - over Labor Day weekend ! talked t~ your 
aide about rhat cruisers or bPttleshl?s you h~d 
in FngliEh water c . 

Yes , he told me about it . 

Yee . I under s t and you 've fO t the T~nnesaee over 
ther t> . 

"aehv~lle. 

l 'Mhv1lle . 

She ' s lee vtng on the 17th. 

Wel l n~w, look . ! tPl~ed to t he ?resident about 
th1e . = told h1~ ~hat I had eald and he ~aid 
t hnt ' s all rig)lt. ~'oor , I - I rant - I ··ant 
c?meth1ng over ther e , a l l the time . 

Yes . 

I ' ve got - veT~ conti~ent1Ally - I've g jt i n London, 
right nor., a hundr ed and sixt een mi l l ion dollars 
w?rth of gold put out 1n United States Governments . 

ThPt ' s quite a lot of money isn't it? 

Yes, and in case of trauble I want to put lt on 
one of your shi 9e . 

Well now, look. The Nashville i P - you want a 
ship there all the time? 
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I want a ship there all the time, as long ae 
we ' ve got as much gold as that, and as long ae 
there ' e ae much war talk. 
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You wouldn't want to - you wouldn't want t? have 
a blank or halt a dozen da.ye or so. You want 1t 
there all the time. 

! - I don't want a blank or an hour. 

You want - you want a "ship i n English port. 

Yes. 

All right, sir. 

And I talked to the ?resident ab~ut 1t and be 
conouro. 

l!b-huh . 

And I'm sur e you'll take my word for it. 

Oh certainly, that's all right, but I was Just 
thinkl.ng , quickly, to see how I could do l. t. 
That' n all right, we'll have a ship 1n English 
waters for you. 

Yes . 

Until you tell us you don't want it anymore. 

TbRt's right. 

That' s apt to l a st a long time, isn't it? 

No. Well you tell me what - your guess on 
!~. Hitler, I guess, i a better than mine. 

That isn't much good. 

Well, the point is, I - I can't take the r1ek or 
keeping that cuch there unleee I 've got a United 
StRtee battleship or cru1eer there to take 1t orr 
in esse or emergency. 

Yes , oir. Well, we 'll have a eh1p there for you, 
Ur. Secretary until you tell us you don' t want 1t, 
we' ll keep the sh1p there. I don't know how 
we' ll do 1t, but we'll do 1t. 
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But - now a s I un~eret~nd it - Or a vee ~d ie 
what - thirty miles from London, I think they 
t old me. 

no, Graves End is Jus t down the river. I 
should say twenty or thirty miles, I don 't 
r emember the distance, but it' s right - it' s 
r eal ly right in London. 

Well, the poi nt 1s, 1f we had to, •e'd want to 
truck that gold down you see. 

~ell, I suppose we could send the ehi p up to 
~ndon. 
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~ell , that mitht att r act att ention, wouldn't it? 

Yes , it would . 

Well couldn ' t it be, I don ' t - at the mouth o f 
the Thames? 

Couldn't t he shi p be at the mouth of the Thames? 

Yes . And then Just go right up l f necessary? 

• 

\Yell , I' d r .o.ther - if we have a ship there a t all , 
I would r ather have it a t Graves End because tha t ' s 
a much better p lace for it to be . 

Oh! ~ell, t hen why not Just leave lt at Gr aves 
End? 

That ' s ~hat I ' m going to do for the present, unt il 
~e get another shi p over ther e ~d then I 'll let 
her come back. 

You put t he !'ashville et Gr 8ves End . 

Yes , she - she was go i ng to get - she was going 
down t o - some p l ace , to get some fuel. 

Yes. 

- tomorrow. 

Yes . 

And I'll Jus t s t op her and l et her stay a t Graves 
~d until she gets further .,rders. 
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That's right, and then you,most likely, - you 
send another one over from here. 

141 

Yes, ther~ ' s another one leaving here on the 
12th of September, and 1t 1 e going to Graves End. 
It's golng to a lot of other places according to 
schedule . I don 't know whether we can sto~ that 
or not, but if we cnn 't, we'll send another ship 
over. 

'7ell, this i s a hun.,red million dollars important. 
That ' s -

Yes. 

And now, whet I 'm going to do, I'm going to 
torset about it Adoiral, and I'o going to take it 
that ~~til you and I talk again, ther~ wlll be 
a United States battleship or cruiser at Graves 
End. 

That' s right, sir. I'll see t hat it's there all • 
the time . 

F'ine . 

All right, sir. 

Th~nk you so much • 

You 're welcome, ::r . Secret"ry. Good morning. 

Good morning . 
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Hello. 

c!r. Cr owley . 

Hello. 

H~llo, ~r. Secretary . 

How are you Leo? 

Fine . How are you? 

t •m fine . 

Thllt •e good. 

·Sent ember 13 . 1938 . 
9:i5 a . m. 

Leo . I'd very much llke t o have y?•o cc:::c t :> 
=.;. :>tf1ce on a hlghly confidential matt~r s t 
t en-thirt y . 

Ten-t.h1rty? Sure. 

Wi ll you uee my pr1v8te elevator? 

! 1 11 ~o th8t , yee , s ir. 

And then I' ll h8ve you shown r i ght in here. 

Thenk you. 

Thank you. 
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GROUP ~EE'riNG September 13, 1938 . 

9:30 A.M. 
Pr esent: 

B. II . J r: 

Thompson: 

ti.!L Jr: 

Thompson: 

H. !.!.Jr: 

Thompson: 

H.M.Jr: 

Gas ton: 

ll. l.l . Jr: 

Gaston: 

H. ll. Jr: 

ll.r. ll.agill 
ll.r. Oliphant 
Mr. Hanes 
PAr. Gaston 
llr. Haas 
Llr. Lochhead 
llr. Graves 
llr. White 
Mr. Gibbons 
llrs K.lotz 
Mr. Upham 
llr. Bell. 
Mr. Thompson 

This meeting is only going t o last fifteen mi.nutes, 
and I'll call on the people who are not to stay after­
wards to see if you've got anything . 

I have a telegram from the Collector ' s office in 
Frisco . 

Little louder . 

I have a telegram from t he Collector ' s office in 
$an Francisco on this political activity. 

Oh yes. 

Tne two Collectors have resigned from their political 
clubs a nd are sending copies of t neir resignations 
by air mail. 

Al.l right, fine. 

On the Arkansas thing, Elmer Irey concurs in the 
other man ' s r ecommendation that it's finished , that 
we do no more. 

Well that cleans that up. 

And did the letter from Senator Shepprd which was 
in yesterday's morning papers come in? 

It did not . 

It did not. 
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~told several of t he boys about it, but I didn ' t seem t o get a ny results . 

das it come Ln yet? 

1 haven't heard this morning. Wrs. Forbush was to 
let me know. 

This is about Magruder and his political activities, 
which w~;s in yesterday morning 1 s papers . Up to l ast 
night it had not come i n . 

Was it in yesterday morning ' s papers? 

Yesterday morning 's paper s , but up t o l as t night we 
ned not received it . 

~here ' s &n editorial i n the Times this morning about 
!.lag ruder. 

In the New York Times? 

(Nods y es) 

'liell , Herbert, ple&se rub somebody 1 s nose i n this thing, 
tha t the letter doesn't come i n until a fter the 
~aryland ~rimaries . ~ow, please rub somebody ' s nose 
in it, will you? 

On-huh. 

Including Arthur Krock ' s . Wipe his nose 1n it. 

(Laughs) 

He ~ent you ~ t e legram, you know, saying tha t he 
would reply to your letter as soon a s he got time, and 
he appar ent l y thinKs that covers t he whole thing. 

But excuse me, that has nothing t o do with the Wagruder 
letter; it was i n yesterday mor ning ' s papers and be 
releases it and I haven't seen it yet. 

I have nothing. 

In other wor ds , everything political now - the 
Calif ornia situati on i s cleaned , the Arkansas 
situation is cleaned, now the onl y one pending i s 
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t he Magruder and I haven ' t got that lett er yet. 
O.K. ? 

Yes. 

145 

I have nothi ng. I ' d like to have about ten or fifteen 
minutes today, if you can give it to me . 

On what, Dan? 

Particularly on t bat Social Security tbing . 

lYell ••••• 

Want t o get that started . 

Give it to you tomorrow. 

All right . 

10:30 tomor row . That all right witb you? 

Fine . 

What else, Dan? 

That ' s a ll. 

Uow many did not turn in on bonds? 

Ten million. 

Dia not. 

We got - after I t alked witb you, we got 33 million 
from Chicago. That a~parently winds it up . 

The percentage is what? 

or t urn-in? 

Yes. 

Well , i t' s 433 and 423 -about • ••• 

About 98 percent. 

Have you got a r elease on t bat? 

• 
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No, we haven't . 
1 didn ' t see any 
a release on it . 

I to l d the boys what it was , but 
of them use it. We can put out 

I ' d pu t out a r elease . 

l'•e 1 ll have final figures today on a ll of them. 

Anythi ng else? 

That ' s all. 

How would you like to finw nce today? 

//ell , I 1 d r a ther have done it last Thursday . 

lie too . 

I'll see you (Upham) l a t er. 

/.e re you - you wer e not expecting me to call Ransom 
and Crowley . 

(Nods no) 

Steve? 

Tha t s the Coast Guar d sta tion a t Atlantic City . 
Congr essman up there • • .•. 

I c an't do it . You hanule it. 

hOd I t alked t o you about t hat three million tha t 
you asked Yr . I ckes ••••• 

I j ust can't do it . 

I know, but . • •• • 

Yes . 

Sena t or Sma thers called up ~cintyre and Ucintyre 
sent this telegram . 

Handle it any way you want . Just handle it, ~11 you? 

Yes . Didn • t want t o do aeything w1 thout showing 1 t t o 
you. 
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Thank you. Anything else? 

The r adio station site is also up to Kr. Ickes now. 
If we can get them to give us $20 1 000, we've got the 
site. Waesche • s going over to t alk to Burlew about it. 
I ' m qa ndling tha t. 

1.11 right . 

liarry? 

The general conclusion appears to be that Hitler's 
speech is worsening the situation. 

~xcu.se me? 

1 said the general impression appears to b e in the 
various press that Hitler's speech has worsened the 
situation. Don't know whether you heard it, but this 
morning they ' re supposed t o i mpose martial l aw in •••• 

I ' m up to date on that . You and Archie don • t let this 
out of your nands ana don't l e t anybody else read this 
but you and ~rchie; a nd give it back personPlly to Krs. 
Alotz . Just you ~nd Archie and nobody else; &nd nobody 
in your office, please . Jus t let - then r eturn it to 
Mrs . Klotz; tha t gives you ••• •• 

You don't want to take any Lction yet on tha t such as 
suggested in that little memo on sterling? 

Harry hasn't seen the memorandum yet tha t you turned 
over t o me t his morning . 

Well, that ' s been t aken care of. 

Yes. 

That one that you wrote v:a s delivered to the British 
Ambassador. Good enough? 

Fine. Got an ~swer to it? 

No, but they gave it - Herbert Feis wrote me a letter 
and l said that Just you and Archie should see it. 

lncident.a ... ly 1 Kr. Fu.U.er has been 111. Tba t ' s the 
reason~ haven't reported on that- you know, t hat 
Danish narcotic thing. 
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Oh, that ' s all right. 

You (Graves) are invited for another reason. You'll 
find out in five minutes. 

George? 

This is the twice-a-week . This is one of the ntwices." 

One of tne "twices . " Very good. 

We t alked Friday about a meeting at 10 o ' clock today. 
Is that still on? On those expenditures. 

vn wbat? 

On those expenditures. 

No, I•m sliding, I'm slipping. 

O.K. 

archie? 

The mr rket continues just about the same as it was. 
It slid off after the early i .mprovement. 

aell , Harry ought to try to live in there. I've told 
Archie I can' t watch this th.ing, and I baven't - I•ve 
got an entirely different matter I•m handl ing other 
than this - domestic matter . And so Archie understands, 
Burgess understands. So you better live in there. And 

Archie is watching if either sterling or the Government 
bond market gets out or band . So you better live in 
there. But I can't - I •ll work through Archie, and 
wil l you work that thing, Harry? 

Sure. .l:ly the way, is that appointment which is sup­
posed to be for me on Tuesday off temporarily - tha t 
Davenport? · 

No, I'll t alk to Herbert Gaston. He's here today. 

You'll take care of it. Be was supposed t o come in 
and see me . 

Is tha t J ohn Davenport of Fortune? 
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li . "' ·"r: Yes . 

Gaston: 

Wnlte : 

fl. ;.I . Jr: 

danes : 

lias t on: 

H . ..: . Jr : 

Guston: 

ll . :i .J r: 

G;.ston: 

l! . :.! . Jr : 

G •• s t on: 

.>liph&nt: 

d • .<~ . Jr: 

Oliphant: 

ri.M.Jr : 

.Jag iJ.l: 

ll . '4.Jr: 

.lag ill : 

tie ' s comlng in t o see me ot 10 : )0 . I didn' t know 
what about . 

He ' ll t ake ca r e of it . I can just d rop out of the 
picture . 

No 1 1 11 explain to you both if you s t ay a minute . 
No, you cannot d r op out . 

(Nods notlling) 

Herbert? 

I ht ve a letter from O~rdiner J ackson on this Coast 
Guard thing • • ••• 

Not today . 

whi ch he would like you to read any time that ••• • 

Jus t l et it ride . 

hod I can tell you about the situati on . 

Right. Anything el se? 

~ha t's all. 

Iierman? 

I have tungsten with a r ibbon around it . 

No , not t oday . I mean I want to handle this other 
thing first . Anything else? 

But you r emember you said yo u wanted me to be r eadY · 

I know. 

(Nods nothing) 
Nell, you and I start on the t ax thing a t 2:)0 , don ' t 
we? 

>~e got GuY 8elver1ng coming in • 
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llell , that's still on. And I tell you who I ' d like 
to have stay: Oliphant, Gaston, Banes, Graves, you -
you, Upham. And if Gaston and Mr. White will come 
in to Mrs . Klotz ' s room with Mrs . Klotz a minute , I 111 
explain about it . 
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September ].3. 1938 . 

Spoke to the President or the Unit ed States a t 1:40; 

r ead him the following dispatch: 

SUDETE NS DEMA ND WI THDRAW AL OF EXCEPTIONAL 

ME. ASURES 

P RAGU E - REUTERS - THE SUDETEN LE ADERS 

HAV E GIVEN TH E CZECHOSLOV AKIA N GOVER NMENT AN Ub ­

I oM ATUM OF SIX HOURS TO WI THDR AW AL L EXCEPT IONAL 

M~ASUR~ S THAT HAV E BEEN I NTRODUCED IN TH~ 

SUDETEN DISTRI CTS- OTHERWISE THF Y DECL I NE 

~[SPONS I BILITY FOR CONSEQUENCES 

I s aid it it were true i t woul.d look as t hough it were 

the begi nning or t he end. Be &&reed. 

Told him that the Federal Reserre, FDIC and the 

Acting Comptroller met w1 t h me tbi s 110rn1n«, as a result or 

whi ch we decided to send a t elegram to the Bank or Amer ica 

ins tructing t h em a t their meeting to-day not to declare 

any dividend. Be said, "That • s fine•. 

I said, 11If we have to do it, I suppose to-day 1s 

as good as aey on account or the war news o't'ershadowing it•. 

He said, "That's rigb tw. 

Be said that his son, Jt.=y, was better and be 

expect ed to be in Hyde Park Thursday. 

When I talked to t he President I told him that we 

furnished Ronald Ransoa With photostatic copies or the .ost 

r ecent Financial Report out or the Report or the Co8Ptroller 

ot t he Currenc:r on Stewart, Cbair11an ot the Board or the 

Federal Reserre Bank ot San Francisco. !bis showed that he 

per sonal ly owes the !ank ot America !i't'e million dollars plus 

and that hi s c0111panies owe the Bank or Aaerica another three 

milli on plus and that part or the collateral is stock ot tb.a 

Trans-America Comp8n7 and that the Federal Reserre bad the 

power to re.a't'e bia. 

-
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September 13 1 1939 

(Dictated by Dr. White.) 

Mr. P~mond Buell oame to see the Secretary 
nnd had a fifteen minute discussion in which Buel l 
reported his version of wha t was happening in Europe 
and his hope that kmerican would take decis ive lead­
er shi p , as she was in posi tion t o do so, and mi ght 
•r~reby help out a bad situation. 

Arter the d iscussion, I chatted with Buell 
to the e rtect that i t t he world knew r eally what 
u ·.e Secr etary had d one and was do i ng they would re­
alhe how IIIUch he had already done to promote world 
s t~bllity, world peace and how much he was doing, 
hut t nat unfortunately t he t hings he was doing and 
had been doi ng were or such a confidential nature 
that nobody could know until some day possi bly history 
••oul d write it. 

lYe talked at some lent; th and Buell g r ew quite 
excited and enthusiastic about the possibilities of 
doing a n a rticle in Time tmga~1ne on t ne international 
sotivltles of the Secretary. I said I did not think 
:hat t hat was the proper medium, in t he first place, 
and, in t he second place , I could not discuss it with 
him because the ~aterial was of s uch a confidential 
nat ure t nat I coulc g ive him nothing other t han what 
was a lready in published tor m, bu t tl-.at it aoce other 
core appropriate medium was sel ected the Secretary 
r:J.~t be i noerested in telllng him some t t: inge that 
had not been told or that had not appeared elsewhere, 
but that the Secretary's contributions wer e 1n no 
sense conf i ned to the i nternatio nal field; that his 
progra~ ot activities included many other oatters 
besides international monetary affaire and t hat his 
par ti cipation in t he formulation and execution of do­
~eetlc matters was very substantial and was very much 
underestimated by the press and public. I said that 
it was g r eatly underestimated because t he Secretary 
has said very little about his activities. I added 
t.ha t I t hought moreover lt woul d not be appropriate 
f or a n article on t he Secretary t o dwell solely on 
hie participati on i n international matters and, there­
t ore, such discussion would have t o be part or a dis­
cussi on of the Secretary ' s activities in other tielde 
as well. 

13~:. 1 .3~ 
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Mr. Buell t hen said that he was supposed t o 
do an article for the Fortune Magazine a nd that he 
could make that h i s article and did I think t hat 
that would be a more appropriate place? I said I 
t nought it would be and Buell said that he was cer­
tain he could do i t and wished to see me again. I 
eald that I woul d have to speak to the Secretary 
be fore he did anyth1ns . He said t hen that he would 
come do"n to \'last-.1 ngton very shortly to see me, but 
if unaole would send his co-worker down to talk with 
ce. 

I spol~e to t he Secretary briefly about Buell ' s 
pr oposal and t he Secretary ir.dicated t hat he might be 
~illing t o g lve him some material that coule not be 
obt a i ned elsewhere if t he article were going to be an 
appropriate one . I said I would keep t he Secretary 
informed of any further developments. 

Ur . Buel l sent me some material t o r ead , about 
a few weeks l ater, and in answering his note I asked 
h im when hP. planned to oorne t o 1'/nshlngton a gain. He 
replied once with a note say1nc; that Hr. Davenport, 
tl.e editor o f Fortune , with whom he had taken the matte r 
up , was going to come to Washington about Septembe r 1 
to see me . 

I mentioned t 1".1s t o t he Secretary upon the Sec­
retary ' a return and the Secretary replied to be sure 
:hnt he saw Gas~:on when he came . 

About Septe ber 6th, I received a telephone call 
from Davenport sayins that he waa sending to \'lashington 
t ne follo,.i ng Tuesday his brother and a research worker 
to t a lk with me to secure material r or the ar t icle and 
t~~t they would call to see me. He outlined very 
briefly the nature of the article, stating that it 
would be in the December issue, which was their blg 
issue of the year , and would be ot least equal in im­
portance with an article on General Motors which they 
had been preparing now for slX months. He appeared 
very eager to seoure Treasu~·y oooperatlon for the 
article and felt l t should make a most excellent addi­
tion t o t~t issue. He said he would glve it all the 
apace lt needed, even ten pages or more . 

In answer to my question, he said that t hey 
would submit a draft of the article to the Secretary 
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for a ny oorrecti ons or additiono of a factual nature, 
bu t witn respect to interpretation it would have to be 
t~eirs in tbe laot analyoie, though he felt certain 
there would be no diffi culty in that direction because 
they were very eager to turn out a positive art i cle 
and not one tnat would be criti cal of the subject matter. 
I told h1m that I would apeak t o the Secretary about it 
in the interiiD and unleos he heard from me to the con­
trary before that, it would be all right to have hi e man 
co::e ciown. 

I reported the conversa t i on to the Secretary and 
tne Secretary s aid that before doing anything about it 
he wanted to have a clear unders tanding IVith the top 
man of the magazine and suggested that he mi ght have the 
top nnn (whom I indicated was , so far as I knew, Russell 
Davenport , t he editor} call on his at the Farm to make 
perfectly clea r just what wao intended t o be included 
in the article and the conditions of publication. He 
as~ed to have Davenport ge t ln t ouch with him at the 
Farm. 

I traneml tt ed his message and tlr . Davenport, ac­
coopan1ed b1 the publi sher.of Time, Mr. Ralph Ingersoll, 
called at t he Farm and discueeed the subject with the 
Secretary. 
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Hello. 

Helh, Henry . 

Ho .. a re you? 

September 13 , 1938. 
lS:l? p . m. 

! '~glad to h~ar your voice . 

You old loafer you. WhAt a r e you ~o1ne up at 
!ledt:n~1 , :.:assechup~tts? 

''/elt , ! ' vo £O t a famlly up ht>r e . 

You hAve . 

Yec, A big fAoily. 

Lleten . 

Yee . 

Oo you v:ant to ht> lp 1.' f~llow when he needs 1t7 

~eP , Air. 

~ell, - ~here sre you t~~-.lnt rroc Tom? 

! ' ~ troo ho~c , !'m on a party lin~ . 

I ~on 't thlnk ther e ' s anybody on 1t though. 

~/e ll, we ' ve got s. ve ry very ser•loue bankl nS 
ol t•ll'ltlon on 1\ parti culAr b~>nk. 

Yes . 

And we moved 1n today, l'nd ~e ' re afraid lt may 
bl ow up tocorrow. 

Yee. ~ell, rher~ do you want ~e and when? 

I ' d llke to have you h~re 1n Washington tomorrow, 
to s1t here and help me. 

Well , I ' 11 be there ln the morning • 
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Ri ght . 

I have an ensagement 1n New York tooorrow, but 
I ' ll Just cancel it, that ' s a l l . 

17ell - wel l, you ' d better beoauee ! - hello. 

;!es . 

Well you come on down and t~~e my 
word for it . It's es serious a thing as I ' ve 

handled a s far as banks 6~ e1nce I 've been in the 
TriNISUI"Y . 

~At part ie 1t - on the coast ? 

Yee . 

On t he West? 

Yes . 

Well I ' ll bP the r e 1n the morning Henry. 

All right . 

I'll best your .offlce a t nine o ' clock. 

All rig;ht. 

O.K . 

Th~>nk you. 

Goodbye . 

' 
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Oper ator: 

:.r .:· .Jr: 

u . , . • Jr: 
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D: 

" . ~! .Jr: 

D: 

Hello. 

' L!r . Digss. 

Hello. 

Go a." ead. 

Yes , Ur. Secretary. 

Diggs? 

Yes, sir . 

157 
September 13, 1938. 
2:24 p.m. 

ur. Gaston has been reading a story enti tled 
•True Stories·• in a de t ective oagaz1ne, and b,e ' a 
worried that your repreaentetive won't get i n to 
the meeti ng. Hello. 

Yes, s1r. 

So be was suggesting that you mi ght call up your 
fellow out ther e, and have him call the President ' 
of the bank, see? 

Yes. 

And say that he has an important document to 
present at the Soard and he want s to be eure that 
he gets in before the meetine is over. 

I'll do that, sir. 

See? 

Yes, s ir. 

See? 

I ' ll do t hat, and I ' m also goi ng to read to him 
t he message from here so that he 'll be sure he ' s 
got 1t right out there. I thought I'd read the -

Well , I th ink you shoul d s i mply say tha t when -
that : he wantc to come 1D --

Before they declare the dividendst 

l~o. no, no . 

No. 
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}To, no. • • . . . . . . . . . . . That he shoul d - that be 
wants to be there while t he Board 1s meeting. 

I see. I'll do t~at, sir. 

Just a minute. Just wa lt - I - Look, I think -
I ' m sorry, tor once I disagree with them. They 
told it - that the meet ing 1s going to be at 
rour o 'clock, ~nd I t hink he ought t o be there 
at t~ee thirty. 

All right, sir. 

~~d you - he s till has an hour to go. 

Oh yes . Well that' s - that'll be seven o ' clock, 
ou.- time , Ur. Secretary. 

Well then he ought to be there a t t~ee o ' clock, 
an hour 1n advance. 

All right , sir. 

And say that the minute t hey mee t he wants to 
come in. 

Fine. 

Supposing - not - keep hi e mouth shut and he 
should be there an hour in advance, and when he 
comes there he s i mply should &it t here end eay, 
~hen the meeting comes, he ' d l i ke to go i n . 

I' l l do that, I 'll call him right away. 

Say nothing, call nobody, but juet go and e1t on 
t he doorstep there , one hour i n advance or the 
meeting . 

All right, sir. I' 11 do that. 

Please. 

I ' ll call there. 

Thank you. 

Thanks. 
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:lt. rr:COME TAX SE'l'TLEl.!ENT FIELD IJIVISIONS September 13, 1938 . 
3 :45 p. o . 

?res~n~ : 

H • ..: .Jr: 

.Jag ill: 

d. A.Jr: 

Mr . 
Mr . 
Mr. 
Mr . 
Mr. 

llagill 
Hanes 
llelvering 
Graves 
Thompson 

hll right, Dr. Helvering . (In mock seriousness) I ' m 
o pposed to t he Wagill-Helvering program . I think it ' s 
going .,ntirely too f as t . 1/hy should we do it? I 
think 1 t' s unnecessary 1 um<ise, ana unJust, and 
expensive. 

~ow large is this •••• 

olell , c ome on, Guy, tlolk up. 1' m opposed to 1t. Wh)' 
should ole do it? 

aclvering : Nell, I'm doing it expressly on the or de r of the 
Secretary of the Treusury . 

t1 . , .. . Jr : 

tlal ver ing : 

H. :.4. Jr: 

.>dv~r1ng : 

You•re wh&t? Wha t did you say? 

I ' m doing it princip~lly on ~he order of the Secretary 
of the Treasury . 

Who told you tbat? '"hat ' s Just v gossip, tbat ' s 
backstairs t alk. I'm against lt . I think it's silly. 

~•hile I was a'.ruy the boys have been working on tllis 
proposition. They worked out this scheme . Of course, 
this is going to t ake a little ;>ressure to g e t it done 
this time. I t hink that - but I think it can be done . 
I don't see any reason wny, if this program is going 
to be carriea out - to nuve ~ dua l proposition run 
eny longer than it can nelp. 

I notice in this memor11.ndum I got from Grvves - this 
is all O. K. witn me; I don ' t know a bout his blood 
pressure, but I - thut •s comp!or a t ively what the 
percentage of cases in those distric ts r epr esent as 
t o the total cases in the country . I would say that , 
however, in this lle. ryland-Oele.war e district - that is, 
Maryland, Delaware, District of Columbia , North 
~nrollna - set up a special office in Baltimore, end 
we ' l l have a greot amount of r ooM ri ght over here in 
the Bureau; jus t a s centrally loca ted, too. 

Not in Baltimore. 
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Helv~ring : lh.ve i t righ t o ver her e i n t he Bur eau. Ha ve Jus t t he 
s ume set-up . Hav e it locate her e . 

H. - . Jr : Lo it here instead of !n baltimore . 

riolvering: ~ace t hing . 

H. W. Jr: 

:ltlvoring: 

..;~g ill : 

delver ing : 

H. :6 .Jr: 

i1~1 ver ing : 

H . .. i . Jr: 

llelvering : 

H . .... ..: r: 

Hclvering : 

H. :.! . J r: 

!!t!lvering : 

~ame thi!IG . Have it &s a l abor u tory r ight t her t> . 

Tnen, ~>e ~·on • t have such a big problem in the Texas 
uistrict, which includes the st£tes of Louisiana ~nd 
Mississippi, and Cieveltnd , ~hich includes Michigan , 
Ohio and z\entucky, u s l'te will i n t he others, becE.use 
they •r e vartiully m1onn ed up t here now - i n those fir s t 
uecentr aliz.uti on pr ograms we t r ied t o vto r k o ut before . 

been d oinc; so i n Clevel1;nd f or <;uite a long time • 

.. nd wt put Cleveh.nd doNn here to be opened Jllmwry 
first , and I t nink tho t can b e done ali righ t . 

Nell, wno sign s , you or me? 

'Hell , I uon ' t .mow as .ve made up any or der. Thi s 
was just wha t ~e wa nted to t alk over, end if you 
said O. K. ;:e • 11 ~>or.c it out on this pr ogr am, Lnd 
t na t gets the last of!'ice e stE.blished by June fir s t . 

Next . Now, that• s t o go the whole hog, the way the 
so- calleCI Los An6 eles one does . 

Yes . 

What? 

Yes . 

The whole 1vay . 

uell, there ' s no problem l i ke we ' ve got in New York, 
o s I t old you, i n these d i str icts . 1hat is, tner e i s 
no gr e r. t a ccumulat i on or ca s es out t here tha t ought 
to be worked out before we give t hem a whole lot of 
o ther stuf f . Of course, we ' r e going t o crowd those 
boys in Ne.v Yor k 1<i t h the a ccumuln tion when we do 
shoot it up in t her e . 
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By the way, I 1 ve got a memorandum, Harold , here I 
want to shoot up to you on this situation i n New 
~ork . Tha t is, we ' re going to have to have some 
addi tional personnel and n few things l ike that . 

.!61 

Graves: ~ es . 

li . li .Jr: nell , you've (Hanes) r ead this, haven't you? 

Ilanes: I don' t know. 

rlolverint;: ."/ell, here it sets out the dates and the places - the 
d i stricts and the date we ' l l e stabli sh t hea, and t he 
location or the office. 

H . ~ . Jr: ~es . Well , don ' t I sign something? Doesn ' t seem as 
though t he day or the meetint; ..as compl ete if' I d.dn ' t 
s ign s omething . 

Graves : I think it woulo be nice for you to O.K. that memorandum 
tha t Mr . Magill gave you, 1f it ' s here and available. , 

u •• t. Jr : Give me that little suitcase there, will you (Thompson)? 

ilugill : 

B. i.! . Jr: 

Well , while he ' s in such a good frame of mind, do you 
think we ought to speak t o hi m about this one? Here ' s 
something el se you can sign. 

~Taking document from suitcase) This is for Mr . Hanes . 
uive that one to Kr. Benes . 

Here we are, here we are, 1 tnink . 

aelvering: There is Just •••• 

l:l • .J . Jr: 

Hclvering: 

(H. M.Jr t akes a pen; Graves hands him 
ano t her) 

Dontt need two pens . That snows bow anxi ous he is. 
Now, don ' t overplay your bond, Harold. 

'l'ba t • s a good one on Harold. Oh boy l We'll get on t o 
him after a while , won ' t we , Guy? 

Want t o state in here a notation as to place? Jus t 
got the date and •Middle Atlantic . • 
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llell, Washing t on looks better to me, as a matter of 
fact, than Balt imore. 

Of course, what we would have in mind doing would be 
to have an office - Ur. Helvering and I di scussed t his 
a good maqy months ago, and I think we agreed at the 
time tha t baltimore taxpayers would suffer no incon­
venience by having to come over to Washington. Of 
course, the intention is to have another office in 
rl1cnmond 2.nd one in Raleigh t.nd one in West Virginia. 

nelvcr1ng : Yes, have those branches Just L S in the others . You 
want me to initial this? 

d. ;.!. Jr: 

rtelvcring : 

Han~:s : 

ri .:!. Jr: 

Or your full nwne, bub? Any WllY. tlo, full n"me . 
nnd t hen I 1 11 sign it. 

?ut my initials on ther e before I got my full 
('lo Hanes) Want to get in on this? 

Don 1 t know what this i s all a bout . 

.. .. 

Well, hell, I won• t sign it until you do. Needn ' t do 
1 t now. 

delv .. r i ng: You•ve (Hanes) got to carry it out. 

H.;.: . Jr : 

i!ones : 

H • • 1. Jr: 

dunes : 

n.:J.Jr: 

No, I 1m not - i f you ba ven 1 t had a chance, you take 
24 hours . :J.aey should have showed it to you. I ' m 
very serious. 

No•, tnis contemplates finishing by June first next 
year. Tnat ' s all right ~~th me, Ur. Secretary. I 
was f amiliar wi tb e very thing except those figures there, 
which 4 Know nothing about, of course, because I 
haven' t studied them. 

But ns to the plan? 

I•m in thorough agreement. 

You agree. 

Sure I do • 

.bnough to put your s ignature on 1 t? 
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u.:.. Jr: 
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wiving me two of them? (~igns) 

( Laughs) 

::e 11uven1 t got Groves on her e . 

"e' l l do t hat , Just befor e I sign. 
in r ed ink. ~ome on, Harold, put 
Hancock" on. 

Craves will do it 
your olu •John 

Gets out his glcsses • 
l 

Be ' s going to reaa it . 

Before you put- bring me any more memos, from now 

on l et Mr. Banes have a look at it. 

Xes, sir . 

All right . (Signs) ;;nat ' s today? .. oday •s the 

f amous Sept ember lJ, the day it did or didn't . 

Now, Tbom ,>son, you have tha t photogr&phed- c utograpned, 

etcet~ra , e tceter a . 

Xes, sir. 

Ana make it legal. 

Vtbat else? 'lfna t else you fellows got? 

Her e's one tnat you c~n do or not, as you ~e fit. 

And it \':ould be &n unusu&l privilege; I dian •t t hink 

of tha t . In t he - (laugns) - in the c ase of t hese 

br &ncb units in the field, one tuing that bothered 

Craves and bothered me - ana I haven't t alked t o the 

ColllJ!Iiss i oncr about it but I 1m sure it ' s bother ed him 

too - hbs been the ma tter of having some kind of a 

llasbing ton check-up on wht. t these f ello"s were doing 

out in these various agencies . !low, on the one band , 

you don ' t 'Nant to have so much of a check-up t hat you 

restor e the old practice of having everything they do 

reviewed here, so you get v set of hearings here; on 

the other hand, you 'Na nt enough of a check so that 

if anybody out there is givi ng away anything you find 

out a bout i t promptly; or , more particularly, if the 

Dallas office i s s eeking to enforce a s eries of inter ­

pretctions of the law which vary mat erially frora what 

is being enforced in San Francisco, t ha t you find out 
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&bout it and you take steps to correct it. So 
Graves and I had a number of conversations while 
the Commissioner was away as to w~t he t erms a 
possible se ttlecent pr ocedure . Tha t is, after the 
case i s concluded , wha t you going to do down here 
to see tna t it's been nandled properly? 

He prepared one memor andum on the subJect which I 
went over, and we discussed it at great length, and 
as a r esult of' our conference he prepared a diff er ent 
plan here which it is my under s t anding he had gone 
over wi th t he Commissi oner and the Commissioner thinks 
it ' s satisfactory . I t seems satisfactory to me. Now, 
I ' m perfectly willing to s ign it or • • •• 

Ha s Hanes had time to study it? 

No, I don ' t thi~ Hanes has hLd it. 

/:ell , don ' t cr owd nim. Give nim 24 hours . Give him 
time . 

Magill : I t' s your (Banes) baby . 

H . ~ . Jr : But I don ' t want to decentralize end immediately .••• 

Helver ing : The boys nere wi ll have nothing to do wi th the settle­
ment. :the only thing is, if t hey 're proceeding e long 
aitn ~tn i nterpretation of the s t a tute that isn't in 
accord with our interpret~tion here, we 're going to 
advise tnem, and in &ny c~se afte r that let them follow 
our interpreta tion. 

Ungill : Yes . It ' s the same fear tha t you have expressed tha t 
led me to moke various suggestions to Graves ns to 
the first suggested memor andum. I t hought ttw t 1vent 
r ather too f or, and I think this one is a l l right. 

H. :;. Jr: •>ell, let Hanes t ake a look and let him take all the 
time he wants . llo hurry ftbout this. 

~agill: No hurry . 

ll. :l. Jr: Nhat else you got? 

Mugill : I think tha t ' s all a s far as this progr am is concerned . 
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Well, if you two g entlemen, unless you got something -
have you, Harold? 

llell , I was going to ask you this . I had planned 
before our conference this morning to go out to the 
field with Kr . Marrs and Mr. Kirk of Mr . Belvering 's 
office, to be gone the r emainder of this month. 

Well , you better wait to see what happens in California. 

I wss going there. 

You were going ther e? 

I was going there, to be there next lolonday - on the 
Coast . 

Abere will you be lolonday? 

Be either in Seattle or Portland lolonday, within 24 
hours of San Francisco . 

That ' s all right. Keep in touch . Before you go, 
wil l you tnlk to Banes? 

I hadn ' t . 

I don't thick you better leave this week. I want you 
to stick around . I want him (Banes) f amil i a r thoroughly 
with this thing. And wben lolr. Benes is ready - I thought 
he ' d picked up this stuff; be evide.ntly hasn't bad the 
opportunity. 

That ' s probably ~ f aul t tor not showing him tbat. 

So you (Graves) don' t go out yet, because 
think it's fine, may t hink it ' s t errible . 
to have a chance to know, because I can't 

I • 11 certainly clear it •d tb lolr . Banes. 

Banes may 
I want him 

follow it. 

So you better stick around and when be ' s got time 
you better tell him wb~t you ' re doing, wha t i t' s all 
about . 

~s a matter of fact, we were going to have a conference, 
ll.r. Hanes and llr . Graves and I, on i t t<:>morrow. 

•ell, you better take the time. 
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ID. acccmlaue rit.ll 7V111' ftqiiNt ,.,WNq, I llan a- oww 
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the \u-letU..t work of t.lla llare&u ot ID.t.z-.1 an- alOIIC 

the lJ..Dea or t.11a ~tal wt&llaUGD -s. -s.r 7'0111' ,._ 

atrw:Uou at Loa .lzlcalea attecti"re ...,.,h 1. 

Three field t!i'riliOIII han IIQW ~ .. tablllhed, aa followaa 

'l'he Pacific D1daion hae ccap1eta juriadictioo ot all CODteeted 

cues ~ proteot qainat the cac1o1oo or t.11a internal l"'ftt1Qe qct 
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ot cuee "ppeal..S to the Board ot Tu .lppeala. The7 will aaaiiM cooo­

plete jur1.14iot10D o" lUIJU'T 1, 1939. 

1G6 
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10110. tor t.lla ~. 

loW., llu ....Uope4 1A t.lla operaU- ..ter tM - qn. to 
altc rq o~ coptw1• tat tM pl.ua la a ecn.4 -· ud ~tiT 
wperior to t.lla ol4 ~. !IIDM do an reapouiU. tor U. 
work OD U. Pacltio Cout ... 1a ... ton an ooatiMat U.t it .S.U 
{l) expedite t.lla clMhll ot -J (2) lie_.. OCl ; d.-\ ud 1-. 
expcain to ~~ ()) 1- 110 NYU. Jutq n. tM Go•w tJ 
aDd (4) add DOWa& to ·:!n•"'at.raUn QMte, I •-v 1a U... -
olllalOU, 

The plea M.a liMa ..U noai.....S liT t.lla pa'IIUo ud baa liMa w1del7 
&114 taYora~ oo.eat.d apoo aa a forward atep 1JI taz a:!n1nht.raUOD, 
I bell..,. U.t n an wvruted 1a procMCI.1Jie witb tile iutallaUoa ot 
the •J&t.a 1A t.11a r '"'nc -uoea ot t.11a oOIIIltzT •• ra~ u tile 
uc••&arJ arranc-u oaa be ..So. u I ben ..u, tile ... tart ud 
Chicaco Didaiou will u- oaplote Jari..UoUoe onr - 1a 
their roepeoUn Wrritorioa Oil Za=&r7 1, .at, ud .... Qrana a4-
Yiaaa • U.t, it a .S.01aiaa 1.a ro&OMd ~tq, it~ be •Unl7 
pracUcablo, troa aa e....,nlat.raUn pout ot rt .. , to beciJl U. aeteb-
11ebaont or tile aocea&al')' ..sdiUOIIal. didai- a t tbat u-, ud 
coeplete tile procraa liT Zme )0. I bope tat tb1.a ou be clceo. 

llr. Grana bae supj)l.ied • witb a eobodale ellow1q tba additioul. 
d1ne1ou wbicb wculd be taOOae...,., tba relatln aaouat or llle1Jie .. 
falliJic ill ee.cb one, the approxiaate per•OilMl wldcb would be roqulred, 
aDd tbe date wba1l it ~ be practicable to Mt ap ee.cb di'l'idoa, ae 
roll ewe: 

167 

' ' Je .. -·ted :Propo...u-t Date to ..... 
D1Yie1oa • .ira& 1 ..... 1 ot total 1 -

----·• 1 peraouel 1 by1Jieg 1 eetebliebod 
~·----------------------- I 

Clenlud 1 IU.cldce, Obill, J:•tucll;r 56 1 lOll : Zu. 1, 1939 

--- -----------~---·-------: l I 

In Encl..., 1 .. Enclud Stetea 34 lf1, 1 reb. 1 , 1939 
____ .: ________________ , _______ • ________ I. ______ _ 

I I t 

PblJ..a- 1 p....,.71'1'&1da, ·- Zere&J 66 I ~ t lar, 1, 1939 
dalpbia : l : 

---------------~--------:·-----
1 I I 

haa 'fuaa, Louiei&Da, IU.aa1ee1JIIIIa 35 1 lf1. 1 .lpr. 1, 1939 

--------1 I ~--------
1 I I I 

Atlanta 1 Soutb Carolina, ncr1.da, I 25 4~ I llaJ 1, 1939 
1 Georcia, Alaballa, ,...,..,_ 

---------------~------'----
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~eoo. ror the SeoreterT--3 

'&at lioated:Proportion: D1v1alon : : or tot61 : Date to be 
- ----:---------- ----'perao11110tl: buai,..aa 1 .. \abl18»4 

t.!iddle Deln'l.'are, llaryland, Diotriet: 
Atlantic: or Columbia, North : 

St. Paul 

Carolina, Virg1Aia , W.ot 
Virginia 

I owa, Nebre.oka, llorth 
Dal<ote, Sou th Dakote, 
lii111Miot a 

: 

"' ' ' 
' .,. llay 1 , 1939 

1lme l, 1939 

---:---- -----:--- - ·--·-----: 
Kansas 

City 
ArkaDsas , Olc.l..e.b0104, 1111ascurt,: 

Kansas, New &r:ex1eo, 
l'lyoming , Colorado 

Total 

30 1una 1 , 19:19 

311 

I r eel stronaJ.y that when these add1t1ol1&1 tield divlo' ~ns are ••­tabll s bed t hey should be gi ven juriedlation t.ledl&tely OY< ll con­tested oases, Whether botore or attar petition to tba Board 0• Tax Appea l s, a s ... dono in t bo eose ot tbe P&oitic Divioion. 

In v iew ot tbe illlportanae ot an early deo1a1on , I would auceeot tbet proaptly upon C.-!aaiot~er U.lver1ng'a return - arrange a eon­terence wttb b1a t or tbe purpooe ot d1ecusa1ng tba aOC1Plet1on ot tba 
dooentralized plan alone t he linea proposed. 

A • • I) ~ • 

.-.b y •r 
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PARAPKR4SE OF TEUlJfWI 

f'l'oll: 

To: 

American Ellbaeey, 
Parle, France . 

Secretary ot State , 

1G9 

Waahiagton, D. C. 
Dated: 
Rec'd : 
No. 

Septeaber 13, 1938, 9 a .a . 
Septeaber 13 , 1938, 7:45 a 
1432. 
StrictlY Cont1degt1al . 

As I attempted to let yo~ know in a d1eoreet manner 

last eYeniag on the telephone , Bonnet and I had a talk ap­

proximat ely an ho~ after t he termination ot Hitler's 

speech. 

Daladier had already had a conversation with Bonnet , 

and I wae aes~red by the latter that not only he, b~t 

Daladier aa wall, telt that the &ddrees wae leaa dangero~e 

than had been expected by t hea. It wac added by Bonnet 

that hla beliet wae that the door had bean lett open by 

Hitler t o t~tner negot1at1one. 

Bonnet remarked that t he Brltieh Amba eeador wae ex­

pected to call on him thla morning, aod d~rins the call 

in all probability the Allbaaeador wo~ld t ell him tne 

British Government's opinion that it would be 1.apoee1ble 

tor the Britieh to eupport a retueal to grant a pl ebiecite 

on tne part ot Cr.ecboelovak1a. Ae to the Frenon Govem­

ment, hie intimation wae that it wo~ld tollow the lead ot 

the Br1t1eh in th1e connection . 

END OF SECTION OKE. 

• 
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S&CTIOJ 2. 

Prague hae now beooae the oenter of attention. It 
appears to be certain that Benee will be ur ged b;r the 
Frenoh and Britieh 0oY8l'Diaente to .ate additional oon­
oeeeio~1D order that the Sudeten's autono~ will be 
abeolute. Should Benes retuee it ie not wi t hout the 
bounds of poeeib1lit;r that the sort ot tlt.ateJMnt to 

whi ch I referred in 1111 1.01, Septelllber 6, 6 p. •· , a1ght 
be oonduoted b;r Runo1aan reoommendi ng either the moet 
ooaplete autonoa;r poee1ble t or the SUde£eae and other 
national a1nor1t1ee of CzechoeloYak1a or eYen a pleb1eo1te. 

From all d1aouee1one of this problem at t he moment 
emer gee t he taot that neither the Frenoh nor the Brit1eh 
GoYernaente bel1eye that 1D the end 1t would be poee1ble 
to keep under CzeohoeloYak1a1 e eovere1gnt;r the SUdeten 
Germane. Coneequentl;r , there will be made eyer;y effort 
to pereuade the CzeohoeloYake to allow the Sudetene to 
go their own way, pr eterabl;r b:y wa;r ot the prel1a1nar;y 

oond1t1on ot oomplet e autonom;r. 
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FS 

StcrEtary of StatE, 

Washington, 

RUSH 

908, Stptonbtr 13, 1 p,m~ 

GRAY 

_4f171 

London 

DatEd SEptEmbEr 131 1938 

REc 1 d 9 :30 a ,m. 

FOR TREASURY FROU BUTTERWORTH, 

Tht City' s rEaction to HitlEr ' s spEEch i s succinctly 

EpitomizEd by thE captions of thE Editorials i n thE t wo 

London financial dailits : " Nothing changEd" and "a brEath­

ing spact" . In particular as rEgards thE dollar and 

also as rEgards gol d thE rEaction Cinds ExprEssion in a 

conti nuat i on of thE dtmand but thErE is for thE monEnt 

a l Essening of thE tEndEncy to rush i n , 

In f act thE dollar optntd at 4, 8ll offErEd and thE 

offErings wErE sufficiEntly hEavy, mainly from Switzer­

land, to movE thE ratE to 4 , 8li. At that point thE 

futurE buying camE in and tht rn t t rEturnEd to its f or­

mEr lEV El Vlith tbt British control appartntly giving 

somt chEcki ng support wi th an incrEasEd dtmand it furthtr 

movtd to 4. 80!. 

A continuati on or ytsttrday 1s ttndtncy on thE part 

of dtaltrs in gol d to clost out contracts was responsi ble 

for 

' 
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FS 2-~o. 9081 SEptembEr 13, 1 p. m. from London 

tor thE comparativE smallnEss of f1x1ng , (205?) bars 

at 1 44 shillings 7 ptncE , a prrmium of t pEncE. ThErE 

was also somE holding off in txp t otnti on of a lowEr 

pricE . ExcEpt for a tEmporary V/Eaktn1ng duE to thE 

ooo.ing into thE markEt of 100 bars thE gold pri c E has 

bEEn maintainEd aftEr fixing at 1 pEnny ovEr thE 

fixing. 

KLP KENNEDY 

\ 
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PAJUJ'BIWII or TILmiWt UOIIVED 

J'R.OII: .AIIericaD lllb&aa)', Parte, France 

DATI: Sept•ber 13, 1938, noon r.f4! 
10., l.f.M 

RUBB ' 

J'R.OM COOBRAK. 

At 11 o ' clock thia morning I went to the Bank of 

France; the atabillzation :fUnd had bam holding the 

rate at 178.:51, and up to that ho\U' l:la4 )'ielded onl)' 

25 ,000 poWI4e. At the Bank •1 frienda do not e:zpect a 

war, but the)' do e:~:peot that the tenae international 

polUical Bituation will continue indefinitely. They 

are of the opinion that Hitler'• epeeoh did not make much 

of a change in the aituation. 

I waa told in strict confidence that in recent da)'a 

the Bank of France's note circulation had increaaed by 

alaoat tour billion franc a, and that there had been an 

1noreaee in diecounta of allaoat three billion hanoa. 

rrenohaen 1nd1rtduall)' ha•e been taking precautione in 

caae of war, eJ.thougl:l colleothaly the)' aa)' not e:~:peot 

war. Reporta from banta indicate hea.,. withdrawal& of 

depoaUa. Some ind1•iduala ha•• exported their trance, 

while othera are hoarding thetr hano note• becauae th8)' 

t ear there aay be a moratoriua. In certain circle• ad­

•oo&O)' of a moratoriua became a hope, and cauaed the 

Bank 
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Banlr. of J'r&DCt to :rtoam md to tht OoYt:rDIIent Yigo:roualf 

againat auall a atep; it 1a btlitnd that tht idea -• 4roppe4, 

IIJld the OoYeruaat •1 1a.ue ahorll.J a o-11111"11tque on thia 

point. 

liD SIO!IO. OBI. 

BULLift. 

l.t.:LII" 
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PAR.U'BIW!Z Or SIOTIO. TWO OF TELIGIWI HO, 14M or SEPTJ:IIBIR 13, 1938, noon, FRO¥ THJ: .u!ERICJ.N :ll!BASSY. PARIS, 

The impreuio11 that I got :tl-011 Rueff laat week waa 

confiraad by -., f riend; i.e., that no deciaion baa yet been 

made by the OoYernaent aa t o how to aeet the probl• of 

finan~ing the needa of the Treasury, which will come up 

in the nen few wetll: a . I1o 1a beltnad by my friend that 

the Goverllllent will reeort to drawing on the Bank of rranoe 

againd aa oredit of 12 ,000,000,000 franca , whicb will 

i.n turn llllll:e 110re difficult def enae of the :tl"ano. 

Deapite French obJection to devaluing the frano beyond 

179 , my contact think• that even if aterling should iaprove 

toward 4.88 the franc would not move baok with it, Howner , 

under present oiroumatancee and in Tin of the nervouaneaa 

a t London thil morning and the high price of gol d at fixing, 

1t would not eeee that there 11 111110h chance of any eignit'­

icant reccTery in eterling. Teatcday in gol d and foreign 

exchange the Bri t1ah etabilization tund loat the equivalent 

of 17,000,000 do11ara. The 1oeaea of the Britiah fund 

1aat week were around 35,000,000 pounds, and it ia bel1ne4 

that the total 1oaaea for the period of c urrent preuure 

will approaola 150 0000,000 poun4a. 

Ell) ltl88.lGI. 

BULLITt. 

u:tn 
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CORRESPONDENCE 

eo~na~tux. mu 
.. L, 1. laoto 

I!'£0£RAL RCS!:!lV£ DI\NK 

0,. N£-.\ YORK 

176 

OAT" IIP\-.bOI' 11, lt •• 

SUDJECT' .fllldf_BOII Q)IYIIIAfiOI WDI 

B.AII' or DOUIO. 

Bol\oll oaued •• ·~ 10•• -~. •• hact told tn,ooo,ooo 

S1 tar, fl7 1 0001 000 ot 11bich WOI'I doet 1ll thH .. CIII&fttl'l ot M hoal'o 

! bare bad b- e Yer1hblt n•p ... tor doUaraJ ho ha4 ktP' loUc 

•• 11Dcb u be OOW.d but the aal'tt-' et tlaoa had b- ,_lila • .., 

t roa h1a. 

fbo IMtl'al la\erpnhUOD ot BtUII'ta apMOh wu that u 

wu t he OtftiMt' pol1CT w dhbtod C111CbotloYik1a tro. w1th1D Md 

that Judallla br tha llhn repona or apl'imca, the killt•1 ot a 

halt dole am Mel tho dttltl'eUoD ot aaftial law, tbil PI'OCIII bad 

alree~ST nerttd. 

Pal'ia wea Pll't..-~ oala u d ebaol11tal7 prepared tor wor 

at &AT -mtJ abe wea aobWMd 1ll the air, at 111 u ct oo l•dJ tb• 
•••ed ctot1a1tal7 to baYo aa4o ap tholr alDda that •r ••• 1DIY1tablt 

aad t hat ••-ted tor tblllr oalaatllo 

Aa "111'41 tho atbm1• • 4 cold aerttn 1D LooctoD, tbiqa 

were b-s .. 801'1 -pltoattd bttaGII 11111"--'itll'l _.DOW ODDI14 .... 

1Dc llh-'tler thiir lhoald ra1ae the ftl' :d* pr.t• or retoao w 111114tr­

nt\t Wtl' 1'1* alt .. lthll'o Ill' 1"1*1 OD 1M4 ali'M. lila4 b- -lttill•td• 

All thl a •••• ot ...,.., hmAI a YUF re.-rtni•• .non oa aol4 

Op tUUODa wUb \tat n•U ~t he had to •PPJ.7 tht Colt If tbt 

d•~~act tor dollara wt~ b.U, eblt \o ooao it -• thi'Oqh ,.u 

\r~~a•anloaa. fte otfeftlll ot I014 1D the Leactoa aarltot m1Cib bed 

.-arh4 ro"oNq bad ••lied tbla aoralq •4 11Ulo wa ... "'"' 
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Fe:O&RAI... RESEnVE BANK 

OF N EW YORK 

177 

""""''c'" CORRESPONDENCE 

COIFID-IA FlUI 

"· •• r.oll==·'----~~---

• 

OATC- .. , .... 1&1 Ua. 

SUBJECT! , ......... CDit 4 101 IIIli__ 

- --~(W .QWI .. 

le 41*''' Ul1M ...... -· .a7 paftie.laJ' poll.., •e •Ill• 
rollo• •' Ule __ ,, attorh at _,1"01. ._.. ....... ~ 4ltn.u. 

lhile -.·•·1nc to ae ba w •ld •oUt• ta,ooo,ooo, thaa -Hdl .. 

th e o~er .he bad ~ •a. 

lelMD •*14 ae to be ••e •• '" lD to•• with b1.a 1t 

~~ at all 'lined"' after their aleatac. thia I pi'Oil1Hd b1.a 

I woll14 •· 

.. 

. ' 
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PAR4PHR.ASE or TELEQIW( * 11B 

PROM LONDOIC 

910, Septeaber 13, 3 p.a. 

STRICTLY CONPID!N!IAL - roR fHE SECREtARY or SfAfl 

I haTe Juet eeen Sir Samuel Hoare and inquired ae t o 

what hie reaction wae to the Hitler epeeoh. Hie answer 

was that in the op1n1on or the Foreign Ot tioe there had 

been no i mproTement at all in conditione and that the 

meaning or t h e 8peech wae abeolutely nothing with the 

exception that the trouble continued to b e present . Ac­

cording to h1a, the Prime V.1nister, Lord Hal1rax, Sir 

John Siaon and he believed that the a1tuat1on wae more 

hopeful eubJect to the provision that real trouble wae 

not generated b;r the l ocal d18turbancee, 1110re hopeful 

particularly on aoco1mt or the reference made b;r R1 tler 

to France and to t he Anglo-Ger.an NaTal Treat;r and t or 

the reason that there wae not the bu1ld1.ng up ror a war 

that would appear neceeear;r tor b1a to errect. It eeea8 

to 111 , boweTer , that they are revolTing 1n their m1nd8 

and a8k1ng thell8elTe8 on the euppo81tion that no war 

occure now, bow -.acb i.apr oTBilent i8 there 1n the whole 

e1 tuat1on and what 1e the next 8tep rroa her e. 

It W8 8a1d b;r Hoare that or cour .. 1t the 8tol'll 

1e weathered b;r thea be th1nk8 that the Priae V1nieter 

wi l l quiotl;r IIOTe with Hitler to detera1ne what it i8 

po8aible to do on a peraanent ba818. 
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lie reMrkecl \here are !l2![ !J)PVQ\ ( ? ) lllareaeed 

eep1onase aot1Y1\1ee, eepeo1all7 aloas \he wa\ertroa\ 

and l1kew1ee on \he par\ ot O.ran eh1pe \he 80Ye•en\ 

to oonoentrate tor \heir neec!.e ~oalc!. war break ou\. 

!Y«r,rone 1n \hie group alw~e oalle R1tler \he 

•ec!•n when \hey refer to h1•· 
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FS 

Stcrttary of StatE, 

Washington. 

186, SEptembEr 13, 4 p . m. 

GRAY 

Prnha 

DatEd SEptembEr 13 11938 

REc 1C', 1:15 p. m. 

ThE immEdiatE rEaction to HitlEr 's spEECh was ont 

of rEliEf in that hE did not :nal·t any r!pEcific dEclarat i on 

for a plEbl.sci t E for dirEct action nor d id bE rEfEr to 

thE GovErnmEnt proposals. On stcond rEflEction, howEvEr, 

his statonEnt was crEditEd with clEVErnEss in putt i ng 

CzEchs in t hE difficult position of choosing consEquEncEs 

from taking strong mEasurEs against unquEstionablE out­

brEak of inci dEnts wi th rEsul:ing accusations that 

GovErnment is usi ng "tErroristic" and "brutal" :ntthods 

or of facing condemnation for not kEEping ordEr if 

incidEnts arE not firmly sup9rEsatdo PEoplE in thE city 

last night assumEd a rEsignEd attitudE and whilE a fEEl ­

ing of gloom was EvidEnt tach individual stonEd prE-

parEd to makE any sacrificE rEquirEd !'or tht dEfEna~ of 

thE country. Somt satisfact i on waa gainEd from thE 

fact that Hit lEr indicatEd that his fortifications wtrE 

not yEt complEtE and from hia aGmission that GLrmany 

was con£rontEd by tht hostility of thE democrati c bloc 

of 
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FS 2- No. 186, SEptEmbEr 13, 4 p. m. from Praha 

of countriEs end thErEforE that war could not comE 

at thE momcnt from thE outsidE in, HopE is cxprcssEd 

hErE that England may now stEp forward and as thE lEadEr 

of thE EuropEan dtmocracics show somE form of i ndignation 

against thE portEntous sEctions of thE spEcch, Indignation 

was naturally arousEd hErE ovtr abus i vE trEatmEnt of 

PrEsidEnt BEnEs but it was fElt surE thc accusations wtrt 

so outragEous that thc liE would bt automatically sEnt 

bac~ in thE fact of thE makcr , AnyonE listEning to 

Hitltr 1 s spEECh in thE light of thE tEmpEr of thE 

SudEten p EoplE could not avoid thE fEEling that hE was 

assuning thE awful rEsponsibility of inciting that pcoplc 

to violtncc with all its possiblE consEqUEnCEs , ThE 

outbrtaks that occurrEd during t hE night and this morning 

arc thErEforE not surpr~sing, SErious incidEnts occurrEd 

at Egcr and Aussig whErE scvcral Sudcttns and at lEast 

onE CzEch wErE killtd, and sErious i njuriEs to C~EOhs 

arc rEportEd from othEr arEas . OovEr~ntnt has not 

d Efinitcly dEcidEd on mEasures to bc takEn othEr than 

thosE rEportEd in my tclcgrnm 1851 S EptEmbEr 131 1 p. m., 

but apprEhEnsion of war commEncing from insidE out art 

apparently planning maximum civil mcasurEs as a start 

hoping to avErt as long as possiblE rEsort to military 

sttps , 

CARR 
GW :KLP 
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JR PLAIN 

London 

.· 

DatEd StptEmbtr 13, 1938 

REG ' d 2:32 p . m. 

Storttary of Statt, 

\'lash1ngt on . 

RUSH . 

914
1 

SEptembEr 13, 6 p .m. 

FOR TREASURY FROM BU'I'TERVIORTli, 

"11th thE rEcEipt of fuller rEports about the 

CZEch- SudEtEn incidents the city grEw inorEas1.ngly 

apprEhEnsivE this aft£~noon and for examplE war loan 

wtnb btlow par . 
Tht demand for dollars was extraordinarily largE 

and tht ratt was only held at around 4.80 1/4 by means 

of official intervention . Gold rose to 1443 . 9 l/2D., 

dealings were large with some cont1nmtal hoarders , who 

havE beEn scarEd by rumors that tht eritish authoritiEs 

might commandEEr hoardEd for ti6l'l gold, supplying about 

half thE dtmand . 
At a mEEting of Lloyds this aftErnoon undEr.r1ttrs 

dtcidtd: (l) that t hty would issuE no mort blanket 

war risk cover; (2) that thty would unt i l further noti cE 

i ssuE aptcific war risk cover providEd the namE of thE 

steamEr sailin6 within scvtn days was givrn; (3) that 

t hEy would hold anothEr meeting on Thursday . It i s 
gmtrallT 

182 
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-2 - #914, SEptEmbEr 13, 6 p .m., from London , 

genErally cons i dEr Ed that i f thE political situation is 

any morE ominous at that timE thE~ will thEn givE noticE 

of thE tErmi nation of existing blanket coverage whi ch on 

thE present contr acts requires 48 hou rs prior not i f i cation, 

In such a contingency priv3te arbitraging would cease , 

KENNEDY 

KLP 

J .I v 

.· . 

~· · 
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l<d::l iral 
Leahy: 

~ . " . Jr: 

L: 
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L: 

u .u.Jr: 

L: 

..., ... . Jr: 

L: 

u . :' .Jr: 

L: 

t.t . :.! .Jr : 

L: 

184 

Speaki ng. 

Yes , Admiral. 

Septe~b~r 13, 1938. 
4 : 22 p .I!I. 

I issued orders to the }!ashville to go up t o 
Gravesend, and I asked the State De~artment 
to get the d iplomatic permteoion , and I 've Just 
had a telephone messege tha t they ' re having some 
difficulty getting it. Well no~, the ship is at 
Portland. 

Yes. 

Which is some hourc d1etance from London, !llld I 
propose, it you agree, to tell the Portland to 
re:::ain - t o tell the !!aohv1lle to r ecain e t 
Portland until ehe receives further orders. ! 
imagine the State Department ~111 eventually 
succeed in getting the permission. 

Yes. That's r a ther peculiar , ien't it.? 

Well , it' s funny. I don 't. know what • ~ the 
' 

matter with them . I couldn ' t find out. I called 
over there, but couldn't get anybody - after I 
e;ot t he news, but. they ' vo evidently r-un into come 
ki nd of e Jam. Evidently t he er1t1sh, who eaid 
tha t they weren't- didn 't want the shi p there, or 
eocething, I don 't kno~. 

Well, how tar i s Portland from London? 

I don't know in miles, but it'E soce hours. 
Probably ten or twelve hour&. 

Uh- huh. ~ow far -

The ship i s there now gett ing fuel. 

Is Southa.mpton any better? 

Well, I don 't think eo. You would have to get 
permission to go to Southampton, you see? 

Where - where is Portland? I don ' t know where 
lt 11; . 

Well, I think it' s Just ~rt.b ot the entrance to 
the Thaoes, up there eoi!Iewhere on the caaet. I 
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don ' t know defini tely eyeelt. 

Uh- huh. But -

185 

I think it ' e about the beet we can do a t the 
moment. 

But you ' re not going to move her !rom t here? 

No, what I thought I ' d do would be to tell her t o 
remain where she is until she recei ve& furt her 
order s and then when the State Depart~ent does 
succeed in getting this permieeion, i! they do, 
we'll send her to Gr~veeend. 

That ' s all right. 

And it'll only take a !e~ houre to do 1t. 

Ie she refueling now? 

Yes. 

Oh, they ' ve got !uel o i l at Portl and? 

Yea, and they ' ve got plenty o! it at Gravesend 
too, 1! they ' ll sell it to us. 

Uh-huh. 

so we're i n no trouble about !uel. 

Well thank you eo much. You see, I'o counting 
on her, especi ally tor the next forty eight hours. 

Well, we ' re going to have her right near 
~. secretary, pnd I think they'll get permission 
to send it to Gravesend. o r course, I didn 't 
tell them any t hing about rby. I jus t t old them 
I want ed to send 1t . there. 

That ' s r i ght. 

And t hey ' ve evident ly run i nto some kind or a 
jao, which we ' ve never encount ered befor e. It may 
have something to do trith t .his war scare . 

Right. Thank you Admiral. 

You' r e welcome, sir. Goodbye. 
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01o .. liP!. 1), 1931 

arranc-4 tor to11ow1Dc lhipel 

GOLD lliLD II LOIIlCI 

.116,1100. 000 

st-ehlp .AIIo'llll' 

~ ICaJ7 10,000,000 

rr.e. IIAMlq 10,700,000 

Brlttaaio 11,000,000 

CbMp1ai• 10,000,000 

llw Meter4aa 

lofMP'lie 11,J00,000 

llallhattaa 11,)00,000 

Parle 11,000,000 

heelunt Booen-elt 10,)00,000 

~ lfer7 6,000,000 

Georsto 6,000,000 

$97,6co,OOO 
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GOLD lliLD D1 ~ 

.11,000,000 

.AIIo'llll' 

11,000,000 

• 

$11,000,000 
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CONF'IDENTIAL 
G-2 
JJI 

September 14. 19}8. 

lla!ORA!fDUU NO , 11 FOR l'IIE CHIEF OP STAPPr 

Subject r l'he present European oi tuation to 
midnight , Soptembor 1}-14, 19}8. 

l'ho following requested information was received from t ho 

lol.ilitory Atte.ohe in Berlin, dated 2rl.9 P. U., Septel:ll>or 13r 

"Hitler' • intentione ro~~~&in UDOertain. l'ho dtuation 

1a still diplo-tic and fluid , It 1a believed that aa yet 

no dooision for mil itary intervention in Czechoslovakia 

has been roached, Suoh intervention under one pretext or 

another 1a inert table eooner or later, unless largo de­

gree of auto~ or plebiscite i o granted by C&eoha to 

the lol.i.norit y. l'ho Ger~~~&n military e ffort 1a at present 

being concentrated on forti!ying tho French- Belgian 

frontier and upon tho trainiag of reaerviato. About 

6oo, OOO men including 11 active divisions and ~oh 

civilian labor are working upon tho fortifications , 

Prom 3 to 5 complete rosorve d1Tie1ono have been called 

and an;y additional subordinate unite . All troops in 

eastern Genot.%l1 oeen eav-god in no.--.1 training with no 

troop oonoontrationo on C cechoalovalc frontier . EleTen 

divioiono aro engaged in conotruoting and lll&lllling tho 

forti fications on the ""'otorn frontier. • 

Both the political and mili tory oontento of thio eotilll&ta 

are in a ccord with tho 1ntonoat1on in thio Divioion ao prorlouol)' 

reported. 

!he Military Attoobe in LondoD, in cable dated lr55 P. M., 

September 13, reported aa follawa a 

"Britbh GeDeral Storr adrlooo tbot Ge....,. J.:nq 

hoa at leaot l2 r egular and aenn rooervo dirlo1ono, 

all at -r etrongth of ...tdoh thoro are no indioati ono 

or early gploy.nt. ( llotea Ca blograa dDeo DOt otote 

where t hose aro. ) Hewa roporto or '""bilisation or 

largo DUIII>er Auotrian troopo on their northern frontier 

OONF'IDEN'l'IA.l. 

' 

Regraded Uclassified



CONF'IDENTIAL 

defl.nit.l:y i.DoorreGt. 
opoech :yoat.rde¥ -.de 

It io Britiah opinion that Bitler 
no c~e 1.n exiatJ.n& a itu&tion. • 

the Britioh eatim&te of tho number of Gorman divioiono in 

being at war otrellf;tb inoludea onl:y tbooa along the weot.rn frontier. 

The total of Go..-n divioiona 1.n being and apprcximatel:y at -r 

otrength (including those on tho western frontier) 1o eotim&tod at 44 
regular and 6 reserve. An additional 30 divioiono are avoUablo tor 

immediate mobilization. It ia doubted if thoeo latter divioiono are 

completely aupplied with hoo.v:y armament, and if complete a.rtiller:y 

and transportation exist s for tho corpo and ~ auxili&riao . 

In France, tho press roporta some additional prooo.utionar:y 

..,as urea , such a a tho atoppage of export of certain raw -t.rio.lo of 

milit&r:y valuo , and the diatribution or aand to tho populace for ex~ 

tinglliabing fire 1.n the event of air bombardment . Doc>reea are o.p... 

poarLn& do.il:y providing for tho exe<>ution or vo.rioua meaaures related 

to mobiliu.tion, particularly industrial mobilhation. fho issue or 

these dac>reoa is 1.n accordance with tho new law for tho "Orgo.niu.­

ticn of the Nation in Time of War," of Jul:y 11, 1938, whlc>h required 

ouch action w1 thin three montho of 1 to paoaago. Tho:y are therefore 

of a routine naturo and, although probobl:y expedit ed b:y the present 

eituation, ahould not be oonaidorod ae having originated aa a roeult 

or tho immediate oria1e. 

FrOla tho lateat State Dopal"tment reports it bec>c>mes c>learer 

that tho situation ia conaidered critic>al in all tho European c>apitalt 

and t hat reaponsiblo statesmen are graduall:y <>o::d.n& to tho concluoion 

that onl:y the conc>oaaion b:y CzeohosloVLkia of a plebiscite will elim1-

nate the poasibil.it:y of SOllie abrupt action b:y Bitl er. 1'he situation 

in tho Sudet.n area, however, 1o axtre,..l:y tenoe and violent diaordoro 

more trequent . Unleea an early agreemont for a plebiacite oan be ar­

ranged it may be too late , even for this poo.c>otul oc>luti c>n. Tho 

Czech Govora.ent baa recalled tho •aaae roaerviato• which were 

mobilized in lll>:y of this year. 

Conolusiona: Deopite the precautionary .. aauroo and tho 

"ac>the vigilance• ever:ywll.ere, mobilisation, otriotly apo•Hng, hao 

not yet been resorted to in &Of oountr:y • 

.Regardloao or the ultim&te ato.tua of the Sudet.n area, all 

reeponaibl e hoada in Europe are olearl:y tr:ying to exhauat ever:y 

_,. to prevant tbo iaauo froJa prooipi~ting a general •r. 11o na­

t ion aeau t o be road)' for •r at thio time . 

While tbo Britioh and French otatea..n are belatedly preoa­

l.ng tor radical conoeasiono b:y Czocboalovald.a, tho danger of wide­

spread diaorder a in tho Sudeten area throateno to build up Czooh 

resistance and in turn precipitat e sudden and forceful intervention 

by Ge~. 

• 
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EO 

SrcrEta.ry of StatE, 

Hashing ton. 

458 

1871 SEptEtibEr 14 1 noon, 

GllAY 

Praha 

DatEd Stptonbt~ 141 1938 

REc ' d 9:40 a ,m, 

ThE situnti on is criti cal . ThE first rtaction of 

the SuiEtEno to thE pr oclanation :>f a statE of EmErgency 

and mart i al law in Eight districts was a dEcl aration 

that thE Eight Carlsbad points would no longer be 

suffi ciEnt and only a plEbiscitE would satisfy thEm, 

Thc lEadErs lEft yestErday prEsumably f or Egtr and 

las t EVEning a Ent Hodza an ulti.matuc t o b E answErEd in 

six h ours dEmanding cancEllation of I!Ulrtial law, with­

dra¥/~.1 of atatE policE froc GErnan districts, rEducti on 

of func t i ons of gtndnrm£s , and putting into barracks of 

all troops in SudEtEn arEa . ThE cabinEt sot with BEnEs 

until 11 :30 but no IIDllwtr was mdr t o SudEtEns bEyond 

Hodzat s statEmEnt t o Fronk tha t thEy should oomE to 

Prnho and confEr. HE r EcEiVEd no rrply, Two. lfrmbrra 

of Runciman c13si on reportEd t o hovE gonE t o Eger last 

night to confEr with HEnlEin. Thio morning rEsErvEs 

WErE callEd out as on Hny 21. REport of H111tory AttachE 

f ollows , 
CZECh 

-
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- 2- {,llB7, SEptEl:lbEr 14 , noon, from Prahn 

CzEch r~s1dEnto r EportEd t o bE lEav ing diaturbEd 

parte of SudEtEn arEa al though it io cl aimEd no f urthEr 

1ncidEnto havE occurrEd in districts undEr mar t i al law . 

Statiotical Congr Ess ad journEd and &.~r1can dElE­

gation ET.CEpt Lawson lEaving Prahn today. 

RR 
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FS 

Secretary of StatE, 

Washington. 

924, SEptonbcr 141 5 p. m. 

GRAY 

London 

DatEd SEptembEr 1 4, 1938 

REo ' d 12 :1 6 p. m. 

In thE coursE of a convcr~ation at thE British 

Treasury today rEfErencE w~s ~~dt to thE intormati oh 

suppliEd by thE £;~ort Crt dit GuarantEES DEpartmEnt rE­

ported in ~lo . 8401 August :r.o, 7 p. m. ThE Dritish 

Trcaa\II'Y sta t Ed that thE situation had not bEEn matEr­

ially advancEd and SEEmEd pessimistic about thE possi­

bi lity of effEcting any substantial arrangontnt for thE 

reason that " thE ChinESE did not really want British 

goods but munitions and evEn if thEY had any sEcurity 

to offtr , thE Export Credit Guarantees DEpartment was 

not by statutE ablE to deal in ormnmtnts. " 

KENNEDY 
KLP 

I, I ~ I 

.. ' \ 

•' ' • • • 

' "' .,.. o I • 

- .,.P .,... .. , 

' 
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DEPARTMENT OF STATE 

WASHINGTON 

Jf1 clear 11r. seoret;ary: 

I enclose for your confic1en~ial infor .. tiOD 

a copy of paraphrase of telegTaa of Sephaber 14, 

1938, froa the American Ocmeulat;e General, Buenoe 

Airee , t;ranaaUUng a report froa Mr. PiereOD of 

the ICxport;-1.-por~ Bank, who 11 in Argentina at; t;be 

pueent; Uae. 

l:llcloeure& 

Binoerely youre, 

Herbert; re11, 
Ac1Yieer OD Internatiooal 

ICoODOIIiO Af faire. 

Parapllraeei hlegru of 
Sept;.-ber 4 ~oa Oon­
eulate Gceral, BuDGe 
Airee. 

!.be BODorable 

BSDrJ Korsent;ball, Jr. , 

seoretary of t;.~t.e !reaw.ry. 

' 
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PJJU.PIILlBJ: Of TJ:LJ:G!Wl RJ:CJ:I'RD 

rROJt: Aaeriou Coneulate General, Bueno• 
.luee, Argentina 

DATJ:: Bept .. bet 14, 1938, lO a.a. 

The following 1e reported. for the confidential in­

foraation of tbe Department: 

191 

Tbe financial Attache of the Argentine GoYernaent -

Irigoyen - called on Mr. Piereon tbie morning. After be 

bad .ade i nquiriee about the facilities of the J:xport­

Iaport Bank, be said that his people were auoh conce,rnecl 

about tbe excb&J~&e probl... Bowner, it wae hie own 

opinion that the s i tuation could be eaee4 if arrangement• 

could be .ade for foreisn aediua-tera credit accoaoda­

tione giYing the Argentine GOYernaent four or fiYe yeare 

with which to aeet demande for foreign exchange, tbua 

aaking it poeeible to epread the beoefite of good crop 

yeare OYer bad eeaeone. We haYe not yet found out whether 

he aeue eoaet bing Yery general , or aerely a lo-s-tara 

bilateral balucing plu. lrigoyen eaid that they had 

not yet worked out the details, but it ie hie intention 

to talk the .attar oYer with hie friend• in the office 

handling exchange ocmtrol. Irigoyen wae inforaed by 

Jlr. Piareoo tllat be did not llaYe authority to aake euah 

arrang .. enta , 
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arrup-~•, aa ~he :lxpor~-I11port Balllt wuta ~o a<roi4 
buetne .. 

eltilll& loaaa 1ll uUoipaUon of ao~uall. Ko.-.er, llr. 

Piereon aa14 ~hat he ~hoap~ ~he pre .. nt waa u eapeoiall:r 

good ti .. for initiating purohaaea in ~he United statea, and 

that he would g1<re due oonaidera~iaD to t he auggeation. 

llr. Pierson baa bee oontao~ed b:r ~he looal repre­

aentathea of tbe .lJBerioan Looo110t1Ye OoiiJ)&Ily, tbe 

Pull..n SU!ldar4 Oar Export Corporation, and tbe Allerioan 

Car a nd J'OUild.ry Co.pan:r. !he:r ha<re inforaed llr. Pieraon 

t .hat ~be ugenUne State Ra1lwaJW are in the ..rltet ft:Jr 

i .. edia~e 4eliTerJ of 900 all-ateel frai &ht oara, wbioh 

18 about $3,000,000 worth of bll811leaa. !h .. a repreaente­

tiTaa beliaTa ~ha~ if ore41t for a period of up to 

~ • ontha oan be gi<ren, tbia buaineea oan be obtained 

for Aaer1oan •zmfaoturera. !he :lxport-I•por~ Ballk would 

no~ be called Oil ~o a4T&AOa •or• tball half, llr. P1eraoll 

lllldara~&DAS.; &lao, ~he aeourit:r would be in t he f ora of 

a oontrao~ ra~her tban ill notea. 

!he local repreaentaU<ra of eo.but1on :IDci-lac 
Oa.paa:r 
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Ooap&AJ &lao oallecl Oil llr. P1araon. 'fhh reprea•taU•e 

etate4 that 1f two-)'ear oredU tara oan be arranged, b.h 

Oompan)' expect• to obtain eeYaral aodarata-eise ordna. 

ll.onnett B. Da•il, 
Aaer1oan 00111111 General. 

• 
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ft\011 PARIS 

1•s•, Septeaber 1•, 1 p.a. 

STRI~TLY CONriDtNTIAL - fOK TH~ 8~~!ARr 

8EU!I0Jr 1 , PAR! 1 . 

Deladler telephoned t o Obeaberle1D yeeterday ae I 

reported to you laet nlgbt by telephone , and euggeeted 

that the ll'renoh and Br1t1eh Oonl'llMnte ehould deepatoh 

an 1nrttat1on to the OoYei'ftMnt or Gera&n7 to aeet to­

gether at once 1n a conterenoe wit h a Yiew to working 

out a eolutlon ot the Sudeten trouble . Chamberlain'• 

French ie not good and he had ditrlculty 1n comprehend­

ing eo that finally the aeeeage wae eent by aeane or the 

Br1t1eh .t.abaaeador 1D Parle. 

I had a oonYereatlon with the Brit1ah .t._,aeeador thie 

•ol'll1116 and he rell&l'ked that 1D hie op1D1on it wae not a 

happy I\1688Btlon. !here -• an 1nol1nat1on on the part or 

hie Qoy~nt 1n London to doubt that euob an 1DYltation 

would be aooepted by the Geraane. It Italy ehov.ld aleo be 

1nYited, German acceptance aight poeeibly b e obta i ned. 

!be tel egrame whiob had been reoe1Ted tro• Pl'qua 

t hie a ol'l11ll6 by the BritilhAabaeeador were then read to 

ae. One rttally Ulportant telegraa 11h1ob met be held 

etriotly confidential oaae troa Lord Runoiaan. Ae you 

haYe been 1ntol'M4 by M , tor 10M t1- the P'l'enoh haTe 

194 
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been doing ne1'1t.hine; 1n their power in an ettort to 

pereuade Lord RunoiMn to i .. ue an i~q~ortant atata•ent. 

Yeeterda.f th1a waa urgad nt.h 1ntena1tJ b1 Benea. ! hie 

mornins' • replJ troll Runoian declare a that 1n hie 

opinion it will not be poeeible tor a111 pronouncement 

to be made bJ hill aa long aa there oont1nuea to be d.1a­

order in the Sudete parte ot Ozeohoelo't'ak1a. It 1a 

telt bJ hJ.a t.hat t.he et.atement prepared b1 hia would 

not eer.e the purpoee ot oalll1116 the Sudetena althougn 

1 t llight oonat1 t.ute a bae1a ot ag;ree•ent 1n the ITent 

that prn1oue11 there should han been eetabl1ehad 111 

195 

the Sudamen reg1one oala. The euggeetion waa Tentured bJ 

me to the Bri t1eh Allbaeeador that 1 t eeemed aa though 

Runcill&!l were putting the cart betore the horae ae there 

aee•ed to ae to be no poee1bilit7 ot a reetoration or cal.• 

in the SUdeten area except ae the reeult ot a pronounoe­

aent bJ .nv.noill&n 1n det1n1 t.e terme. It wae eaid bJ the 

Britieb Aabaeeador that it waa alao tearad bJ hi• that 

there would continue to be ino1denta 1n t.he Sudeten area 

until H1 t.ler would be obliged to oro.. the bOUJidllf but 

that Runoian waa pr88ent on the epot and that hie Juda­

•ent would haTe to be aooeptad bJ the llr1t1ab OoTel'llMnt. 

BULLI!! 

Eu:JOPIRI 

Regraded Uclassified



19S 

SECTION 2 PART 2 

There wae great appreheneion on the part ot Be•et 

that. today turt.her 1ncidente woul d occur 1n the Sudeten 

d1atr1ct.e. The opinion was again expressed by him that. 

tor Runciman to put ott hie pronouncement longer was 

absolute folly . In h1e opinion a pronouncement by Runci­

man wae the eole thing which could calm the Sudetene and 

that it there should be delay by Runciman longer than 

today or tomorrow the Sudet.ens were likely to become 

quite beyond control and there would be a l arge number 

ot them shot. by the C£da with the result that. Hitler 

would march in. He declared that today he would ~ on 

urging the Bri t.1ah to haYe Runcilll8ll apeak i111Ded1at.ely. 

In connection with Deladier'e proposal originally 

telephoned by him to Chamberlain it wae said by Bonnet 

that although 1t. had not yet been accepted by the Britieh 

the idea had been reoeiYed by thea with favor and the 

Brit1ah had told hla that. their thought.• were along 

similar 11nee. Naturally I did not make any reference 

to 'IllY ta.lk w1 th the Brit.1eh Ambassador but 1n ay opinion 

it. appeared po11lble 1n the light or t nl• 1tatement. by 

a.aa.tt.hat there might be a propo1al by t.hl Brit.1eh tor 

a tour-Power conference or Italy, France , Germany and 
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PART 3. • 

_, oo.aen~ waa that it bad •••••d ~ .. t or aoae 

t1ae that tbia opinion waa ah-.red by Benee . 

The answer ot the Brit1ah Ambaeaador waa that the 

matter wae a queat1on ot desrae . Since ;rea~erd&y he 

felt that t he French had sreatl;r weakened in their aup­

port ot the CzeohoaloYalte and at the preaent ~1ae ~h17 

were prepared tor peace at al~at any price. 

During the paa~ aeYeral d&ya U 1a t.rue that the 

French preaa baa publ1ahed nuaaroua aapa ind1oat1ng 

d1Y1a1ona on a rao1al baa1a in C&eohoaloYak!a and that 

there baa been deYeloped in publ1o op1n1on the point ot 

Y1ew 1 WhJ ahould a ll French youth be ann1h1lat.ed and 

t h e continent ot Europe destroyed tor the purpose ot 

ma1nta1ning the domination ot aeYen million C&eohoaloYalta 

oYer three m1111on two blundred thousand O.r..na. 1 Row­

eyer, I aa aura that there mat be added to tbe phraae 

uaed by the Brit1ah Aabaaaador the worda 1 exoept at t.ha 

ooat ot honour.• 

It the Csaoh bound.al7 1a oroaaed by O.r..n aold1ara 

axoept. aa the oonaequenoe ot aoat. oat.raaeoua pri"'TooaUon 
~ 

on t.ht par\ ot C&eoboaloYaltB war will uaqueat.ionably be 
... 

deolare4 on Ge~ by Pranoa. (Bnd ot Seotion 1. ) 

-
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PARAPHRASE OF TELEGRAM 

From: Par1B 

Date: September 14, 1 p.m. 

Ambassador Bull itt diecueeed the German situation 

with Bonnet t his morning. While they were talking Daladier 

teleohoned Bonnet to let him know that the C~eche, without 

informing the Prench Government in any way, had ordered 

the mobilization of a number or motori~ed divisions on 

the German border. Daladier remarked t hat this was very 

seriou~ and Bonnet answered that it was outrageous tor 

the Czechs at a time when everyt hing depended on keeping 

the Sudetene calm and not provoking the Germans, and at a 

time when the Sudeten& were calling for the withdrawal 

or additional Czech trooos, should send new divi sions 

into the Su.deten area without p:-eviouely oonsultin~t the 

French Government. Bonnet continued by aaying that he 

thou~tht the Czechs were not playing the Ft&me and he felt 

that they had f ailed so treouently to play the game ~ith 

France that the French would be Jus titled in waehin~t their 

hands of their obligations. The one issue which at the 

present moment would force France to attack Germany would be 

in the event t hat Hitler should send hie troops acrose 

the border. A European war would not be produced by any­

thing else. 

End or Section 1. Later sections not yet received. 
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EG ThiO otaoa ge ~at b E 
o1oaElY po.ro.plll'o.std bE­
fore beinG cor.vlunico.tEd 
t o o.nyonE • ( Br) 

sccrct o.rY of St~tc , 
\J!\0•,1in3ton. 

pO;l'iB 
Dated scptcr.,b£~ 14, 1938 

Rcc ' d Z:l5 p .n . 

l-"•56 , ScptEr.btr 1.4, 4 p .:., . 
ThE r EO.:a'lPbl.£ fto.tur c of t h i o p orninB' 3 prcoo 

coT:U"\Ent is t J;lO.t ool'£ nc\1opo.ptro sEETI t o b£ coning 

o.ro\l)"tl to t :,.-: i deo. t bD. t furtbCr oonc£3Gion3 on th£ 

199 

po.rt of Pra.hD- o.nd even " p1 cbtooit£ Qhould bE offErEd• 

Th£ ii.Iporta.nt l.!ATi.N rro.nk-11 capouoto o. -pl.tbiocitE 11nd 

oo.yo t h o.t l'l'o.ncE oo.nnot "r£ jcct onE of thE -principl. tS 

of h£1' historY : th£ riGPt of pcopl.co t o o tl.f- d ctcrPinO.-

Fi.~~o aoco not go thiO r o.r but it dots rcoo.l.l 

t);lO.t o. aiPi10.1' probl£0 b£ t -££Tl TUrk£1 and GrEECE - 0.3 

tion" . 

acttl.td by o.n t~chO-PB£ of populo.tiOT\0 • 
pET:tT JOURllAL oo.j'O t h:lt t\1C tin £ }1::.0 con£ tor 

,,, .. , "' •'•'""''" ••'''' " "''''" ,., ,,,,,, ... 
to s ubstitute tquil.ibriUO and rco.1ion ror chQOD • 

JOUR-ECHO i :l of t hE opinion tl'.llt 
11 

thE daj'O tO 

cOD£ 'l'fil.l. in-.;>03E 3r co.ttr oo.orificEO on Prabll" end 

oontinuco to \11'~£ o. "czcchOOlOVO.l: St~itztrl.o.ndn o.a 
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OEUVRE a l oo oupporto tll1o idEO., 

Other ntnopo.pEr:l OUG8£0t th.?.t Lord Runc1non bOa 

non b££1~ lOJlG Enou<;h 1n CzEchoolovo.k1o. to cou£ forth 

tl1 th o propooo.l. 

BULLITT 

CSB 
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London 

201 

DatEd Stptonbtr 14, 1938 

Rtc ' d 2 :30 p. m. 

Secretary of State, 

Vlnshington. 

930, Stptonbtr 14 , 6 p. m. 

FOR· TREASURY FROi i BUTTERWOR'i'H . 

Tht Ctty 1 s state of mind and nervEs can bE judgEd 

by thE fact that British GovErnmEnt 3 1/2 pEr ctnt war 

loan bonds wEnt from par to e.s low as 96, ThE 

turnover wa.a l a:-gE, Thty closed at 97 1/2 , tht rally 

occurring in th£ afternoon on rumors that thE SudEtEns 

were prepared to resumE negotiations . British equit i es 

were also weak and the turnover was largtr than in recEnt 

days . 
ThE demand for dollars bas agai n been extraordinarily 

large , ThE dollar opened at 4 , 79 3/4 bid with the 

British authori ties givin& support . As the pr EssurE 

incrtastd thE rate was moved to 4, 78 1/8 at whi ch point 

further offici al support was forthcoming. Rumors from 

Paris and Praha caused a tEmporary reaction to 4, 80 3/8 

but pressure reassErtEd itself nnd the ratE moved back 

to 4, 79 S/16. 479 bars wert sold at fixing at 144S . llD. 

A l/2Do discount and a substantial part had to bE 
absorbed 

Regraded Uclassified
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SEptonb Er 141 6 p . m. , from London. 

nbsorbtd by thE Bri t i sh fund. 

At n mEEting of thE undErwritErs at Lloyds today 

it was dEcidEd to d.1scont1nuE quoting wo.r- riak covEragE 

to broktrs . A3 reportEd 1n thE l ost paragr aph of 

my 914
1 

Stptcnbtr 13
1 

6 p .m., c rurthtr mttt ing will 

bE h Eld t omorrow to consi dEr t hE quEstion of EY.ist1ng 

blankEt war-risk contracts . 

KENiiEDY 

KLP 

I •• 

... , 
- ...-- t 
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Sterttr .ry of: StatE , 

'"lnBhi"lgton . 

190, SEptEmoEr 14, 6 p . m. 

GRAY 

Praha 

Dattd Stptt~t<.~ 14, 1938 

Rto 1d 3 : 06 p . ~ . 

Day mnrkEd by grEat activity in govErnment, military 

and oivil circlts . FEEling t ens£ hut not hopElEss . 

SpEcialists bEi ng callEd to nr:"y sErvi CE in somE ni.unbErs 

tsptciull Y into aircraft and rrt illEry . OnE cl ass bE­

liEVEd crlltd colors but author i tiES dtolart only to 

prtstrvt ordEr. Mobilization dEniEd. Trucks and 

chnufftrs btinb commnndtErtd; c1t 1ztns buying great 

quant1t1£s of f ood, f ats , but t tr nnd salt r tporttd 

pract1c~lly sole out . 
t:o truth 1n rumor reportEd from V1tnna that AlnErico.n 

m::.j or shot . 

CSB 
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FECErtAt.. RCS::. C <\NI( 

Or NE:~. YOA 

CORRESPONDENCE 

COIFIDW!IAL ru.la_ 

L. •· lllU.e 

su 

0 r ~-bar 14, 11 •• 

T !ILIPilOII COinautiOI tr!ft 

~It 0'1 DOLAIO, 

I oalle4 hUaa at euo ~~~ aonl!Dc. I told t~s. *hat 

I trit4 to raaah b1a aa tba hlapbona lbonl7 anar & otaloOk len 

nicbt but I ~clll1t cet thJonp aa aoooat at a\at1o. I bad 

••at~ to tall b1a ot 0\11' oparaUona bare 1Jl t he aarlrat llblcb bad 

ncal4e4 ez,ooo,ooo tor the Whole 4q 1nd that •• had talt u tn.._ 

rtaabla to let the rate co below ._eo, •r think 70\1 did "8J7 cood 

work, • Boltaa rapUe4. !hh aoNiJlC tbt~r had bad 1111Gb ot • rap•U­

t1on ot what bad bappeoe4 7eatardqJ tht~r bad aold oYer tl!O,ooo,ooo 

1n about ID bour IDd 1 belt 1Jl a autret 1n 'llhich the Dawa bad bee 

YIJT 0111Doaa. !be Qowe .... t had Wafted the P'lbllo 0101' tbe radte 

late 7eatardq that 1t alcht el!Paot ••17' aarioua dnelopaeta. .ta 

a nllllt OYII7hoq thla 110ml111 r..U&ed that the e1tuat1oa ftl 

extr•al7 1rawa .ad t he raault aa-4 belli the uaual eoJ'eoble toJ' 

dolleraj aleo a tlll••q to .. u cold. or the letter he had boqbt 

£7SO,OOO .. J'th at t1Jd.q bat be bad clone DO\bllll allloa. ! be aoNtac 

hac! dra11ad eloat 1D a ••1'7 panloii:T aboaphara wtUl .atr•• paal1a1• 

prndlinl 1n aoat IDropam aeotara. llo-..war, be had tal~ .. 

Prarue at -tlae, ID1 had beSl tcid 'liT people at the latloaal Beot that 

thtl)' uadarnood that Ula 11tuaUon ba4 ooaplnalT ablftle41 l.aleta, 

lt •u rapone4, ba4 baeo 11•• tnatmoUona to a .. otlata with Beel 

an4 to obtlill the beat pNpoNla poal1bh, !be ballet alao prOYa11a4 

th.t \be Gena•• bM dee14e4 aot to Ult~•.. a-lteaoual7, 
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F'I:CEFtAL. RCS 
')' 5 ~v 

: ·"4•'• 

_ C ORRESPONDENCE 

eo~noatUL.J:u.Ja s .. 

L. •· &Dok 

D• G_ept•bor 14, 19118. 

r ~aou couuurx01 l'l!B 

Jljl it OP DOL.Q D. 

I 

Bolton ea1d1 be bed h•l'd 111 Perle troa .tlat he called ... ..,. 

euth•Uo eounoe• \bat t.bo h•eh Cab1Jlft bed epUt oYer t.bo 

qu .. Uon ot 111te"tnt1on i n c .. o OenaaQT into"••• ed that the 

aaJor1tT ••• qa1a.t mob 1Dto"etion. .&11 t.bia was, ot oour••• 

telk w1 tbout 1!17 ott1o1al -tinaaUon. ht tho aark:at had reacted 

to it and tho dollar bed gone to 4.80 1/4 after touobiDc 4. 79 1/4. 

Be bad done aothiq t o .top this eo••et beew .. t h tiJ' would like 

to '" norlinc with • tinaer tedtnq. 

AI to tho nat ot tode;r, Bolton •••eel to tb1nlt that 

t h.,. could 1-' t.bi"'UUh Without tllrther d1t1'1ou1Uel. OnlT e •.U 

NIIOIIIIt ot cold ••• on otter and oporaUone in dollan were •all 

bec1111eo nobodT •••eel wtll1nc to .. 11. At tho a011et aterl1D& •-e4 
to look a UUlo tinaar and be didD't propose to interfere with that 

hDdlllCJ' 7'fto 

!here wee no aore new• ot tho :IIJbrt!m or LloFd• UDdel"­

wrihnJ but • a8ft1ag bad bee call ed tor to-rro• .nemOOD 111d 

there 1101lld be an op111 cl11ou .. 1on .-a, the Wldeii'1Jftter•. !here 

•ere aow three po1aib1l1th11 (1) tho war r1 lk praataa would be 

rlised, (1) LlOF41 wguld rotueo to write 1117 war rilk iaaru" 

end ( II) t.he lllftat -.ld be t.bro'lll ope and 1Dtorenecl penh• 

would be elked te aako the beft bid tor aab war r1* 111aru" as 

they 1r1Dtod. the lnter 1JOUld1 or oour101 1a all probab11UF, 

•alto tor • ...,. •all .-ereial vu•.UOIIIo I ......... tbd 
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FCCERAL RESCRVC D :\NJ( 

Cl" N:\'.' YCRX 

CORRESPONDENCE 
COIIJI DiftUL JIUI 

o .. ,..._!§t•ber u, 111•, 
su J<C.T· TKLIPBORI COIYBUA!IOI I'ItB 

B,UIIt OF II'IOWII 0, L. w, IDoko 

• 
it tho 1nl\lraDOO PI'-- lbould be ra1Nd n .,ul.d probe~ be 

loa1cal tor ua, aocor41ncl71 tc lowell' our cold price of U.7'1, 

Be had d1aCNaao4 tb.io ••ttu •Uh tho OopQt)' 00YOJ'DOI'1 lloUOil r .. 

plied, and 1t tbq cot fiiA7 n"• ooo .., or tho other tbq wo1114 

l ot • • know aa, natul'all71 be wanted ua \o be coeplotelT up-to-date 

in cattora of tbla aort, 

lpoaldq about t ho conoral pol1tloal a1tuat1on, BoUon 

.. da tb1a 1Dtoroot1nc -ontt that •MT people ••• to fHl. tbn 

t he Brlthb ~4 baYo to roain tho lational 8oe1al1at• ona of 

t h01a dqa wt that tho proaont llicbt no t be tbe boat U•• and t h e 

pr01ont CI'OUDda not cood eou«h, 

• 
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Secr Et ary of State, 

llashi iUton . 

927, - cptEr.tbEr 14, 6 p. n , 

GRAY 

London 

K207 

DatEd SEptEmbEr 14, 1938 

ncc ' d 2:40 p ,o . 

FOR T~'::ASURY FRO!t B1JTTER'70P.Trt. 

OnE, L£ Morey ac t inG FrEnch finnnci~l a ttache 

celled apparently to a sccrtcin if I h~ :'.ny informo. tion 

rtgurding what fi.nnncial a ctiono Ortnt Britai n night 

t ake if i nvolved in wnr . I ~rofEoacd no official kn~•­

l edgE nnd rEpliEd to the Efftct that although thE ExpErts 

all proPhtsiEd that nodtrn war uould b£ on a so-called 

totclita.rian basi o , involvi~ the nost rigor ou:J contr ol 

of ell phasEs of l ifE bEhind thE linto, nEvErthEltss thE 

British instinct aight WEll t akE thE f arn of naki ng n 

show a t lEast a t th£ beginning of ioposing no fEW 

dr astic financial controlo as possibl E. LE Morey 

said t~et if Prance ohould go to ncr they would rE­

Establish thE ann£ c~tplEt£ rE~atory war ncaaurEa 

tihi ch tiEr.:: in for ce during thE laot war o.nd in wh ich 

cn:JE France ' s current fiocal difficultiES would for 

thE t ir.l£ bEinS disappEar , HE \1Ent on to oay tbr.t thE 

atnosPhEr£ 
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ntr.1osph~o:r£ or cr 1oio Vlhioh now prevnilcd hnd nlrEndy 

served to cnot into the bnckground t he f'inonc~nl 

d1rf1cu1t ia:a undEr uhich France hAd bEEn laboring end 

hE cited thE dtcreaqe in the preoaure on the f'rnnc in 

recent dayo . 

Aokcd about the current fio cnl oit untion Lc Noroy 

tacitly ado!ttcd that thE TrEaoury woo in nEed or funds 

(p:lrogr :lph 3, No . 890, Septmbcr 9 , 7 p .r: . ) nnd 1npl1Ed 

tha t rccou rac 1.11ght bE had to t h E Bonk o r Frnnca: . Ra: 

:lddtd ~1at if the internnt1o~~l oituc.tion inprovcd he 

hopEd for n oir.ilar 1nprovcnEnt '.n Frnncq thc-. t therE 

wc.o no ;.•caoon why FrnncE had to hAve n balancEd budget 

1n the ocno a: of an e~uilibriuo bEtween revenUE and ex-

J)tndi tv.r c bt~t i t woo ru:ceooo.ry end possible t o have a 

budcsc t i n nl:>.ich th£ t'Tdinnry rEquiren ento n crE net out 

or revenuE o.nd t h!: c~trcordi=ry r cquircncnts were t!Ct 

by borroning but at a rate not in cxceao ~r the national 

ac.vin::o c.rtcr L"lllking rcaoOn:lbl £ allo11cncc f or the nen 

capitc-.1 r cquirer:cnta of tro.dc c.nd i ndustry. 

';.'TIO , T·E Norcy referred t o t h E f onro.rd fro.nc ouagcst-

1on ant: ~Aprcoocd 3r cat apprecic.ti on thAt it had beEn made 

o.nd regre t that it could not be ~E use of . He so.id t~t 

1n 

208 
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in poi::1.t of .rnct it ho.o been "oorE t ho.n helpf~1. 11 o.nd 

ho.d borne fruit i n thnt it ho.d s erved t o ~~kE thE 

Britioh cono~dEr oore oyopathetico.l ly th£ difficultiea 

fo.c1ng Fro.nc£ o.nd perhaps to t hink o.bout t hE pooaibil ity 

of atrengthE::ling thE TripartitE Agrceccnt. 

KENNEDY 

CSB 

•" 

,. 
•• • . , 

I • 

-
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FEOERAL. AES:nvc: DANK 

011" NEW YORK 

2! 0 

t:: CORRESPONDENCE 

COIFI QII!IAL JILII 
1 .. 1, &loJte, ________ _ 

O''rC~t..tler 14, ltll, 

SUBJEC.T t.ILIPJlOI& COIYUIAtlOI WlTII 

IUH 01 INJICI. 

lr, Culptl oallo4 et -U• • wd«J', :n wu rather 

quie\ in Parto, ho Mid, Bo had rHctly had to tDppon tr••• 
t o tho t~mo ot Olll7 about eaoo,ooo dailT ~~~tcS •-• w t~o to1r1T 

well .. uat1o4 wUb tho ld.tuaUoa •• tor u that eurrtDq lo ooe­

oomod. 

Bo tbtD rotorro4 w oar loUor ot ton• aad -d1Uoao 

t o llt\ioh ho hod p~oo4 •• • r._,lT tho 4aT botoro I loft Pario 

and apla111o4 that baton b1o bolldaT wu oYer ho bad been oallod 

back to \ho ottioo IlleS olaply badla't bod tllllo to auo coocS on h1o 

protll... lo wao, bowwer, hapJIJ' to oq \hot tho blllk' • replT ha4 

now bOlD olaaod 'tl7 tho OoYemor aa4 WOI ao1lo4 WUT• Bo alllr .. 

that I -•IIJ' b1o opolecioo w Jr. Harrlooa tor tho bony 4olq, 

I •*o4 bla llbot b1o tbollchl!l wore OD tho pollU ool olna­

U oa on tho -tintDtJ Ud ho tb1Dk •• wora oa tho brink ot wort 

Bo r._,Uo4 ..._t pnetloallT aoeo ot th• bad thCNCht 10 w• lon 

n1aht aad wor••t tbhlrf•c 10 todq. llo •u panllllllarly tD­

C!OilNCod, bo M14, llf'~thi ton that oltboulb tho llldohn Oonaaat - . . 
ul.tlaa'- bo4 ap1n4 l.olit atcbt ootblDc bad happtDod olll ... 

1 utl$e4 }bat % hadla't oollo4 bla tor quito • tow 

4178 DOW oiiiP~ ,..;.._, ~. tr.e ••••• to bo Mbadac wo1l. 1a 

tho a11• et all tb1• '-1'· 
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SecrEtary of StatE, 

Washington. 

929
1 

SEptembEr 141 7 p. m. 

STRICTLY CONFIDEJITIAL, 

GRAY 

London 

DatEd Sept Emb Er 141 1938 

Rcc 1d 3 :55 p. m. 

Lloyds today dEcidEn to w!.thdraw all rstts for 

war risk i nsurancE. ThEa£ rates heretoforE havE b EEn 

sEt by a War Ri sk Commi ttEE . All ratEs have now b EEn 

withdrawn which mEans that brol<ers \till havE to us E 

their own judgment if thEY cart to •Ti tc thi s form of 

insurancE . ThE wholE situation vtill be gonE into at a 

special meeti ng of the Governing Committee to bE hEld 

tomorrow at elEVEn a . m. 

StanlEY James Aubrey, Chairman of Lloyds , says 

confi dentially : 
"ThE international s i tuation has bEEn steadily 

dtttr i orating, in my opinion. ThE presEnt situati on 

is beli EVEd to bE v ery, vEry gravE but not wi t hout hOPE• 

I should regard the chances of war as about a toss-up. " 

Mr. AubrEy, it Yii l l bt sEEn, is inclinEd to lEan 

to the pessi misti c sidE of this ratio if anything, 
believi ng 

211 

\ 
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bEliEvi ng th~t tht chancE or war i s slightly gr eat er 

than t hE chancE of ptact. 

Stvtral coursEs of action could bE takEn at 

tomorrow ' s .mEEting: One, Lloyds could rEfusE to set · 

rat es for war risk i nsurancE, lEaving thE matter to the 

d i scrEti on of thE individual brokers ; two, r~tt.s could 

212 

bE increasEd; thrEE, thEy could refusE to handlt'war risko 

It is btli tvtd that tither course ont or course two 

will bt adopted. A drastic increasE in ratEs woul d 

indicate that Lloyds i s pEssim13ti o abou t thE prospects 

peace . 

KENNEDY 

RGC :NPL 
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JR 
GRAY 

London 

K 
DatEd S£ptonbtr 141 1938 

Secretary of St at e, 

Wachington. 

922, Septonbcr 14, 5 p. m. 

Rtc ' d 4:14p. m. 

FOR THE SECRETARY OF THE TREASURY FRml BUTTERWORTH. 

STRICTLY COIIPIDEWt iAL. 

In a convErsation at t hE Brl.tish' 'r rcasury WalEY 

cho.rO.otcri zEd ·. t he outlook ao gloomy: thErE 111ight bE 

an immedi a t e crisis or i f not , some di fficult weeks 

during which thErE would be intErspersEd days of cri t i cal 

tension. In his opinion Hi t l er hnd not wis~ed to commit 

himself irrEVocably in bis speech but the movement 

or events had mad£ evident th£ danger point , namely, 

that if civil strifE brokt out in t h t Sudttr.n land 

Germany was now committed to intervention. HE went on 

to say that Great Britain was alrtady moving gradually 

towardo a war economy in the sense that Bri tish busintso 

and financi al interests wErE closing out commitmEnts 

nnd in general procEeding on thE basi s that .,ar wos 

a definitE possibili ty. 
I 

213 

' 
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-2 - #922 1 S eptemb er 141 5 p. m., f r om London. 

I then rr.ftrrEd to a casual rEmark which hE had 

madt months ago to the EffEct that "busi nEss as usual" 

would bE thE proper a1m i n formul ating Bri t i sh 

f i nancial mEasurEs to bE taken i mmedi ately prior to 

tim£ of thE outsEt of a war and in this connection 

I also rtfErrtd to thE situsti<'n which occurred in 1914 

whEn duE to the closin~ or tnt banks in the Unit Ed 

Kingdom Americans wi th insufficiEnt ~nGlish currEncy 

wErt unablE to cash t hEir dollar or pound (stErling) 

lEtters of crEdit, Et cEtEra , and wErE tonporarily 

left dest i tute and that evEntually gol d had had to bE 

shippEd on an American warship to this country. Vlalty 

said that thE British monEtary authoritiEs wErE now 

actively consideri ng procEd\~al mEasurEs and that 

completE plans had not yet beEn formulated but that 

thEy did not EXpEct to closE f i nancin1 insti tutions 

or to proclaim a general mor atorium upon the outbr Eak 

of a rrar involving GrEat Britain. ThErEforE thErE 

was no likElihood of a rEpEti tion of t hE situation 

mentionEd abovE. Ht wEnt on to say that thEy had not 

yEt decidEd whether a complEtE control syston along 

t h t lints of thE German sys tEm would bE n ecEssary, that 

in reality thErE wErE two schools of thought about the 

matt tr 
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mottcr within the Treasury, and the fact that the 

British business and financial communities were 

moving in the direction of a war economy would make 

the situation more manageabl e. He ironically remarked 

thot "this time there would surely be no quest ion of 

~old flowi ng castVJard ocross the Atlont io" and hE 

went on to soy that the pound dollar r otc was in 

every s ense America ' s "baby" inasmuch as it depended 

in essence upon America ' s •11illingncss to abso!'b gold . 

He added that i f a war ahould come it might well be 

possi ble to limit the amount of control imposed here 

provided the dollur sterling rate was at a level which 

seemed not unreasonable in the circumstances ; if the 

pound (sterling) were held ot an arbitrarily hi gh rate 

i t could only be mai ntained by a schachti an system 

(in this connecti on plcosc sec t he l ast paragroph of 

my 825, August 26, 6 p. m. ) . To obtain his rcocti on I 

recalled the fact that upon the outbr eak of wnr i n 

Hll4 the pound hod at fir·st appreciated decidedly in 

te rms of the dollar for techni cal reasons and Walcy 

rightly pointed out thnt due to the decline i n the 

number of sterling bi lls in circul~tion li ttle or no 

reaction such as occurr ed i n 1914 nos to be r.xpcc tcd . 

Wol cy al so s ai d too t he d i d not EXpect upon the 

outbreak 
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outbrEak of a war that Bri t i sh nat i onal s would want t o 

fly from t h E pound nnd of cour se , as in t he l as t war , 

thEir holdings of forEign s ccuri tics would hllv t to 

be acquired. In t hi s connection ht touch ed on thE 

difficulty of di sposi ng of any stubborn securi ties 

~brood und er a t best thin market conditions . 

In conclusion ~alEy volunteered that ~~ong other 

things Ylhich • ErE bEi ng considerEd by t hE Bri tish 

monetary autbori t 1. ES ,·rns whether and to vrhat point 

th£ Domi ni ons and FrancE would be oppr1s Ed of t hE 

finoncinl orrongonEnts to bE put 1.nto effect i n t he 

contl.ngEncy of war . 
Despite thE fact thct the abovt conver sation bed 

to do with thE conti ngency of \1:u' and that ~:llty vrns 

gloomy, he did not however convey t h e impression that 

he consi dered that as far as England was concernEd the 

diplomatic game had ye t bttn played out . 

KENNEDY 

CSB ·, 
•• 

, • ' 
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F IDERAL AEStOVE DANK 

OF' NCYI YORK 

217 

ICE C ORRESPONDENCE 

CONFIDBB~IAL rtLBS 
DATe-Sapt nber l !, ltl!S 

SUBJECT:.--

J. w. Volt- ----

Vr . Knoke called ar. Bolton at hi s boae at tiYa-tbirtr 

thh afternoon and &aYe b1la the t ollow1.n& r .,t.ae or roratcn ex­

chanaas t or the dara 

Arter ald-dar, aubstantial blocks ot s ter l 1.n& ware 

of fered i n our aarket, sell i ng down to 4.7i l/8 and conti nued 

offered UDt1l about tbr<Ja o'clock . Up to that t i.ala, we bed 

purchased 11 2801 000 pounde. Buy1na or der s ! r om the Continent 

appear~ i n the aarket on ruaor s or Cbaaber lain' a pr opoaed trip 

t o visit Bitl er at Berohtencaden. Starlin& immediately tiraed 

up. We tbaa st e pped into t he aar ke t and nlowlr sold about 

190, 000 pounda around 4.80 ~/1, clos in& the market !ira at 

4. 81 bid with buy1nc order s ror l ar ge blocka or ster l tnc 

unaxaoute4. 

• that h the bu t n-• I han had to~ar,• Bolton 

sdd. •Perhaps people aay think Ctuuaberlaini G trip undl&nified,• 

but Mr. Xnoka fla shed back, •Quite t o tha cont rar,, couracaous, 

I should aq . • 

• . r , • •O I 

... 
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!IOGDI AT3 l!bl.6...S:: , 
September 14, 1938 . 

'l'R!.ASURY DiP AR1'11ml'l' 
1'/ssbi ngton 

Preu Serrtco 
No. 14-58 

-
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Secretory of tho Troaaury ~or~onthau toda? announced tho final subocri ption 

allotment figuroa with r oopect to tho current offering of 3-l/2 porcont Treasury 

of 1950-52 nnd l-1/8 percent Troasury Notes of Sor i oa A-1943. 

Subocriptions and allo t ments wor~ d ivided among tho e ovoral J ederal Rosorvo 

u •>tr•c••• end the TraaS'.Ir:f aa follows: 

3-l/2 PilRCENT Tm:ASURY :SONDS OF 1950-52 

Tot nl C:1.sh Tot~~ Cuh Tot nl ~chMgo Tot•~ 

Subscriptions Subocriptlons Subccriptl ona Subacrlpti ona 

Rocoivcd All.o ttcd Rocoivcd Allotted 

(Allotted in full} 

$ 459,227,600 $ 46,1l0l , 800 • 9 , 150,800 $ 55, 952,600 

2,036 ,0 58,700 204.609 , 100 283,941 , 200 488. 550. 300 

<:!87 . 613, 250 30,005 .100 6,388,200 36 ,393,300 

269 , 438, 950 28 , 228 , 950 3,656,000 31 ,884,950 

141,925, 250 15,064, 250 4,933,800 19,998, 050 

127, 211,100 14 ,861 ,450 1 ,601 ,000 16, 462,450 

458 , 647,650 47 , 635 ,350 57,788,700 105, 424, 050 

104 ,021 ,150 11,876,750 4 ,662,400 16,539,150 

58, 237 . 700 6 , 201,500 1,923,500 8,125, 000 

89 , 527. 750 9 ,685 , 850 14,317 ,600 24,033,450 

82,253 , 600 8 ,904 ,950 3 , 372. 300 12, 277 , 250 

290 ,3M,950 29 , 469 ,000 5 , 115 ,100 34,584,100 

82,936 ,000 8 ,337,050 358,500 8 ,695,550 

$4,487 , 353, 650 $461 ,6&1,100 $397 , 239 ,100 $858 ,920 ,200 

l-l/8 PI:RCZ!>'T Tl!MSURY NOT;>S OF SZRIES .A.-1943 

Totnl Cesh 
Su'bs c.-iptiono 
Rece ived 

$ 2tl , 60l . 200 
l , ·U0,9ll , OOO 

l7'l,600,600 
196 ,955 , 600 
100, 267 , 000 

90, 547,000 
351, 016,500 

06 . 307.300 
'16, O•l.3 , 000 
10, 063, roo 
59, 914 , :t00 

243 ,629 , 900 
1 , 257 ,000 

$3 ,0Gl , 925 , 200 

Totr~ Cnsh 
Subscriptions 
Allotted 

$ 24 ,668 , 500 
155,056,000 
19 . ~2.500 
21 ,9-:J. , 800 
11,373, 100 
12, 303, 000 
39, •172 , 300 

9 , 990 ,900 
5, 315, 700 
8 ,09·1, 300 
6 ,950 , 500 

26 ,922, 500 
139, 200 

To tal :Zxcbl'..ngo 
Subscriptions 
Received 

(Al lotted in full) 

$ 2 ,055, 500 
16,312,500 

353 ,500 
1 , 604 ,000 

737,000 
195,000 

3 ,512, 400 
520,500 
190, 500 
660 , 600 

60 , 000 
433,500 
207,000 

$ 26 , 850 ,000 

Total 
Subscription a 
Allotted 

$ 26 .744,000 
171. 068, 500 

19, 696 , 000 
23 ,545, 800 
12,110, 100 
12 , 498,000 
42,984, 700 
10 ,519, 400 

5,506, 200 
8 , 754,900 
7,010, 500 

27 ,356,000 
~.200 

$368,940 ,300 
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'i . . 1. Jr: Hello . Hello . 
..... 

219 
Se~tember 14, t939. 
11 : 09 a . m. 

Mar shall Diggs: Hello, Ur. Secretery , I understand 1t ' e on the 
ticker they declared their usual d1v1dcndc. 

" · ~ .Jr : ~!o , ! di dn't kno" thet. 

0: It was Just on the ticker, eo :tr . Cra·r.ley C>\lled 
me. 

u . . , . Jr: 

0 : 

;: , ··. J r: 

0 : 

0 : 

~ .M . Jr: 

B: 

" . li . J r: 

01. 

H . .. l . J r : 

0 : 

;: .... Jr: 

0 : 

Uh-huh. Well that'e i nteresting 

It 1s. So r.e'll have to mpke another $Ove no~ . 

L'h- huh . ',7ell, I 1 11 t.ell you what ~e ' 11 do . ':le ' 11 
b~>vc you and - 'l'!ll't ' s your =.,' s nM~e -

::r. Kl"lly ~oleer. 

t.lr. Fo lger Pnd I ' ll get rey peopl e . Supposing 
~e come 1n a t e l even thirty . 

All rlght , sir. 

See1 

Yes , s ir. 

Suppoclng "e have t hem 1n her e et eleven thirty. 

Fine, I 'll be ther f . 

Huh1 

I 1 11 be ther e . 

Rl ghto. 

Thank you, el.r . 
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September 14, 19~ 

Admiral LeabJ< oalled tne Secretary today and •• 
very IIIUCh d1sturbed and sud he wanted to see the Sscrs­tary. 

He came over and sa1d that when Secretary Hull 
discovered that a battleship waa to be stationed at 
Gravesend and held there until further notice, he ob­
Jected and Ad.llliral Leahy, belle vi~ that the informa­
tion which the Secretary gave him wae ccnt1dential, did 
not d1scloae it to Secretary Hull, which lll&de matters 
worse. However, HX,Jr telephoned Mr. Hull and attached 
1a a record or their conversation. 

lSee also conversa tion or 9/13/38 between RU,Jr and Ad 1111 ral Leahy l 
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~ . ~ .Jr : 

Operat?r : 

P." .Jr : 
cor!\ ell 
'lull : Secy : 

\.f ., .,.. • 
• 0 • v • . 

S: 
:: .. .,.. 

u • • 

S: 
: -,Mell 
"'ul l : 

·~. ·· .Jr: 

" : 

._, 0 J.Ur: 

" : 

"" . ... Jr: 

'-' • 

" .. . Jr: 

·~ .":.Jr: 

" . l' . Jr: 

" : 

Hello. 

Secretary Hull comi ng on. 

Thank you. Hello . 

September 14, 1938. 
12:24 p. m. 
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Now , !!r . Secret ary , J ust onf' moment ple~tae , elr. 

'lello . 

Juet one cooent pl~aee, Mr. SecretRTY. 

Is he there? 

Yes, s1r. ~e ' re Just ge t t i ng hi m. 

!-!ello. 

Hello, Corde 11? 

What ' s go1ng on Henry , today? 

0~ , everything ' s lovely, quiet , the birds a r e 
s1ng1ng somewhere , I don ' t know where. 

Well, i t ' s a good time to take a nap . ~es . 

Cordell, I wanted - I'm calli ng you at the 
r equest or Admiral L~eby . 

Yes. 

And ! wsntee you t o ~~ow that that battlee~lp ls 
being held at QY request . 

Yes . 

In case or trouble, we have about a hundred and 
rtfty million dol lars worth or gold 1n London. 

I see . 

And we ' ve got ev~ry &hlp loaded up that the 
tnsur anoe company would g tve us tnsurence on. 

I eee. 
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P . !!.Jr: 

H: 

"l . ..I . Jr: 

"• 
tz . :.:.Jr: 

:.: : 

:;; . :: . J r : 

:.: . 

~ . !.' .Jr: 

:,: . 

" . t!.Jr: 

H. ti. Jr: 

P: 

:u . .: .Jr: 

H: 

222 
- 2 -

And I took 1t up ~ith t he President, and I simply 
felt that in case or war I d i dn 't want t o be 
caught wit h a hundred to two hundred oill1on 
dollars worth or gold over ther e . 

Yee, exactly . 

And eo that if he has t o move , why to move quickly­
he ' s do i ng it t or us . 

Yes , now that ' s - t hs t 1 s very inter esting. 

And I -

We just d i dn 't know, you know ther e's certain 
features that we need to keep in touch with as a 
part ot - ot our situat ion. 

!Ught . 

Since the Navy cPn eieze a l l or these ~ireless 
s t ations in case or war and v:e wouldn 't know • 
anything about what they wer e doing or how they 
were doing it . In other words we ' re just trying 
to coordinate . 

Well, t hat' s why I ' m calling you. 

Yea , I'm much obli~ed . 

Because, f r anklY , 1f th i e thing gets much heavi er -

Yes. 

It we, tor ins t ance , run up to over t..o hundred 
million -

Yes, I see. 

Then I want to take up the queet ioG with t he · 
English Government, would they obJect to our 
putt1ng some on the battleship r ight away. 

Exact ly. 

Because I th i nk t hey ' re coming t o a point where 
the responsibility ll• carry1ng l s too &r eet . 

Yes. 
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l! , t' .Jr: 

l': 

u. !! . Jr: 

u . ~!.Jr: 

~ : 

223 
- 3-

On the other hand 1! we should s top bUJ1ng gold, 
why s t erl ing would Juet go to hell. 

Yes , of course. 

So that ' s the situation. 

Well I t hank you very much Henry. 

Thank you. 

Thank you. 
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Operntor : 

".'l. J r: 
·dr~1rAl 
Le•hy : 

" .. Jr: 

I • w o 

".:·. Jr: 

T • ~ . 

u . ·~ . Jr : 

L: 

~ . ~ ·.Jr: 

L: 

• ' .Jr: 
. . 
~ . 

u. :.:.Jr: 

L: 

-
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September 14, 19~. 
4:30p.m. 

Go ahead . 

Hello . 

Hello l.lr. Secretary. Th1A i s Admiral LPlthy 
speaki ng. 

Talking. 

I ' ve J us£ b een 1n communi cetion with the State 
Depart ment and they say it' s all right f or the 
shi p t? ~o now. They - the J ao was beceuee 
the Secretary or St ate didn ' t th i nk i t wee a 
go:>d i dea. 

I see . 

So, I to l d him it was very important end now -
t he shi p Ls pr obably on her wey now. 

Swell. 

That' s fine . 

Did they t ell !!r. !lull why, or 1 

Uo , d i <l not , sir. 

All right. Thank you very much . 

You ' re welcome, sir . 

Goodbye . 

Goodbye . 
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': . B. 
' '}htt!: 

I' · 

. , .Jr: 

·.: . •. .._rr : 

.. . .. 
u.:' .Jr: 

" · .. 
u. :·. "rr : 

·~ . .. . Jr: 

'-' : 
-..: .n . Jr: 

U: 

...: LJr: 

"..' : 

-
S~pter.ter 14, 1938 . 225 
2: 52p. m. 

J.!ello. 

Hello , Cy? 

Yes . 

~ow i s t he great traveler? 

Oh, pretty good. Prett~ dirty. 

Pretty d irty . 

Yes . 

::Xternall.!' only , I hope . 

:hope . 

'.7ha t. ' s on your mind~ 

(hughs) 

\1ell , I "on<'er ed tf you hRd ""..i' order s or 
ins t r uctions? 

\'Tell , you lmovr th"'Y ~Vent e.heed and declered 
d ividend s• 

Yec , ! ' rr. her e .,-1th Ted l.ocln• ith 
exaciner ' s office . 

l r. t he 

Yes, end we've aeked h l m to co~e on tonight. 

Yes . 
And ~bet I though t was t hAt - whet 1~ today , 
wednesday ? 

Yes. 

I thought I might esr. you to etay there ~nother 
day . 

Oh , Just ss long as you wan t me . 

And eee -

I c~~ eee that Fair . 
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t: ,;:,Jr: 

'J! 

'.J. " .Jr: 

l' : 

": · . J r : 

,., 
' . 
" . ..: . Jr : 

.. , . 
.· . . Jr: 

'! :: . J r : 

U: 

u. ::.Jr: 

'' : 

? . :!.Jr: 

U: 

~. III. Jr : 

t! : 

- 2 -

And - well, I want you to sea that. And then 
eee wh.e t hap_>ene, eee? Hello . 

YCG. 

~eceuee we haven't hea~ a thing fr?o Loo 
Angel es , other than whPt we saw on the ticker. 

Yes . 

226 

Sec? And 1f ~ometh1ng doesn 't break, out there, 
1n a d~ty or two, then I ' ll h~>ve you came back, see? 

Yee. 

!'ello . 

Yec • 

And the boys are worklng here now, and we're no t 
worried particulPrlY , see? So-

!"r::m~1 s Hotel . 

· F'r•mcl e Hotel . 

St . F'rRnc1 s . 

St . Francis . 

Yea. 

All rlr;ht. "'e ll nor., ! t e ll ;.·ou " hat you do -
Have a reservet~on on the plane leevlng S~n 
Francisco, Thursday night and one Fr1~11y night, 
see? Hello. 

All right . 

:.l'\ '~r e reservation f or 'l'hursdss oi<;!lt and Friday 
night, leaving t~ere e t night , see? 

All right. 

And then call me up about th1a time to~rror., L~d 
I cen tell you where we're at. 

All right. 
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u .Jr: 

v . · • . t r : 

... 
:.r .Jr: 

" . :· .Jr: 

-
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- 3 -

I ' l l know a l ot mor e t?~orrow, And keep your 
sh irt on, nn~ mnic 1t n clean one. 

And 1f t he r e ' e anything you T1an t me to do , Yihy 
j uo t -

ThPr e ' s no t h ing no••, becnuse rt(lht now, 1n v1~"1 
of r•hat t hey ' ve done , I c:' on ' t know i f t h ere ' ll 
be aJ\.Vthi ng there, b•Jt I •zr, g lad t o have you 
~nd ~e - do - y?u CAll C P about this t i me 
tocorrow. 

Al l right . Thank you . 

Goodbye . 

G{)odbye . 
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PA!UPBRAS:I OJ' f:ll.mpAv RIC:IIV:ID 

JB.Oih Aaerloan mabaaay, Parla, France 

JlU:I; Sapt•ber 1•, 1938, 8 p,a, 

to.; ueo 
JB.Cil 0 OCJBRU. 

~ 

At alx o'oloot I T1a1te4 the Bank of France, where 

ay :trien4a were a&Siafie4 wi th tbe o011parat1Ye oalane .. 

of the J'ranch people in the present criah. They alae 

np:resae4 aathfaotiOil with the reao1iion of the French 

people to the oo~que 1aaue4 y .. ter4ar by llinieter ot 

J'iuanoe llarchandeau.. Thie ooiiiiWUque, aa anticipated 

in ~ 1ielegraa lo. 14M of 8ept•be:r 13, denied that 

it waa the intenUon of tbe Frenob GoTemaent to declare 

a aorator1•. eoo,ooo poun4a were loet to4ar by tbll 

atab1lh&1i101l tun4. Part of thia aaount wae flight 

capital, but a larp part wae to pay for GoTemaent pur­

chaeee abroad - and aa ailttarr p:reparatione ino:reaee 

thie latter neoeeaity growa. lly friends are acre than 

ner oonT1uoe4 that a eolution to prBTent a :lurop-.n war 

will be wortecl out, d .. pi te reour:rillg :repo:rta of troullle 

in the SUdeten region. 

Y .. te:r4ay and ap.in today eie:rllng waa aerioualy 

llpeet bJ the aboT-en1i10De4 d1tfioult1ea. In strict 

e~ldADce 
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oc:at1claoe I 'llll.dc8UD4 ~t oa i.be thin-~ 15 a11U• 
pouDd• were lo•t bf the Br1Ue.b •tabilhaUoa fllad.. 
!.bh sreat 1••• h ertdcloe t.bat a •trOll& tt&~tt -. put 
up to •:rn•t i.be p01111.4 fl'oa 4:ropptac beln •• .,. n. 
Bl'i Uell .ba4 yie14e4 1i.be equin.l•t of 10 a11Uoa 4ol1a:r• • ou bal&uoe br uoou tod&7 after beiJIS able to aoquire p14 
111 t .be aa01111ot of ?50 ,000 po1111.dll. 

BULLI!!. 

11 ' .l 
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~,_c/ 
r tv/~-6._.-

SecrEtary of State , 

Washington, 

RUSH. 

467 

1463, Sept ember 14 1 8 p . m. 

GRAY 

Paris 

Dated Scpt onbcr 141 1938 

Rcc 1d 8 p . m. 

As I s ni d to lo!esscr smHh by ttltphont t his EVEidllg 

ChambEr l a in ycsttrdo.y r tquc~tcd en interviEW Vli th 

Hit l Er vrhich Hitler o.ccordtd thts evening ::tt about 

7 :30 . Ch!unbtrlnin will f ly to Bf:I' cht Esgo.dcn t omorrow 

morning, arriving pr obably by 3 o ' clock. 

I have talked with Bonnet about t his dtv clopmcnt 

and hE i s , of course, d elighted . He feels t hat al l 

risk of illl!!IEd i ot t VIQt' is no" at o.n end. Bonn Et assured 

mE this evEning that rumors of chnnecs in t he French 

Cab inEt nrc entirely ttithout basis . 

BULLIT':' 

KLP 
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GRAY 

Berlin 
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Dated Septe~er 15, 193~ 

REc ' d 10 a . m. 

Secretc:Y of_~tatE, 

Washington. 

442, Sept ember 15 , noon. 

ThE raorning prEss headl1ru: s Chamberlain' s visit 

to Hitler without as yet offEring any editorial comment 

thErEon, ThE papErs also fEature opEn fighting in Eger 

and t hE flight to thE REich of S , OOO Sudeten Germans as 

well ao t hE arrest of Sudet en GE~~n deputies and thE 

noncompliance of numErous Sudetens wi t h thE Czech ordEr 

for mlitary lliUllter. Rl.mlania ' s rEfUOal to permit thE 

transi t of OoviEt troopo is particularly stressed, 

Prominent notice 1s also given to thE foment among thE 

other minoritiEo in Czeahoalovrutia. 

ThE l atest Sudeten victims lend further fury to 

prEss Editorials which dEpict a state of civi l war 1n 

Czeohoolovakia and dEclare that thE only solution now 

io thE freeing of thE SudEtEns from Czech authority. 

ThE TEl~ articlE purportedly criticising Beneo for 

dElay is apprEciatively received as are other French 

press editorials mooting a plebiocite . At thE some 

tiJne 
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- 2- {.!442, Gc!)ttmbtr 15, noon troo B&:rlin 

timE F'C'.lnc£ 1.!J :rcnindtd or ito rcoponsibiUty ~or the 

dcvtlc.;:-t:.znt of t h e present dilc=. The prco~ t ·o ints 

out thc t it nary reoto with the ~EotErn powtro ~0 show 

their ~.111 f or pEnce atnting t htlt tltl ttrinl oncrifi cc 

or conctooion of prcotigE nr£ not dEQOndEd or thEtl but 

pertly t ll£1r coni'irtw.tion or j uot1cc nnd humD.n rigllta . 

Th£ BERLiiiE::t TAG£BJ.ATT (lUOtEo in h tnvy t ypE without 

oo=mt t h e OI?Enin;; ~rngrnpho of thE Ar.1Ericnn DEcl ara ­

tion of Indt~£ndcnoc . 

W~ON 

RR ::::sn 
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Olo .. a.t. 1a., 193& 

GOJ.D DLD m UIDOIJ GOLD DUI m Aa.BIDAX 

•13&, goo,ooo .u.ooo,ooo 
Ia........ce ~ tor tollnlac Uipea 

Saill!c ,, .•. ,,, .&ao.a\ .....,, 
hp\. 16 Preo. J1u61ac 10,700,000 

~~·· 17 :lrU\alo 11,000,000 

Sept. 17 Claoloplala 10,000,000 

Sept. 17 .1 ...... \e~ 11,000,000 

hp\. 21 ••nul.i• ll,JOO,OOO 

l~t. 23 lluba\'-> ll,JOO,OOO • 

Bep\. 211 Parle 11,000,000 

~~'· 2S rr..u., Joo•«•l\ 10,JOO,OOO 

Sept. 21 ~llu7 6,000,000 

Sept. JO O.Orclc 6.000,000 

t87.~.ooo .11.000,000 
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TREASURY DEPARTMENT 

rorelca Wzob••,. ap.ra\loae 
1a X.OaAoa .., Ww Tork oa 
\be 4a\le lMloa\14 'bllwl 

Dollar• ooll 1a Loadoa l17 
Jut: t4 »ic'eM ...... , 
cold ortar 

Sep\Mkr 12 

~·pteUir lJ 
S.ptellhr 1~ 

.11,000,000 

:55.000,000 

24.500.000 

•t1.5()0,000 

Dollar ..,a1ftloa\ td 
etorllac pvollue& 1a 
... Tork for ooUYereloa 
lato col4 b txt••• 

• 
15,J78,000 

,,122.000 
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GROUP llEETING ,September 14, 1938. 
9 : JO A. !i. 

-
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Present: Mr . .Magill 

:J ••• t .. Tr : 

Gihllons : 

H. tA .. Tr : 

Lochhead : 

ij , •.t .. Jr : 

Thompson: 

H. :.t . Jr : 

Bell: 

Mr . Oliphant 
Mr . Gast on 
Mr. Hanes 
Mr . Haas 
Llr . Gi bbons 
Mr . White 
Mr . Lochhead 
lir . Bell 
1lr . Thompson 
1lrs . Klotz 

Good mor ning, gentlemen. 

Good mor ning . 

I f anybody a sks, what is Tom Smith doing here, he ' S 
here advis ing me on my duties a s Secret ar y of the 
Tr easury - on gener al conditions . 

Sproul talk to you? 

Sproul called up and said t hut the mar ket was 
quiet; be presumed they 'd go a head the saoe flay 
today, and I said, yes, conditions as t hey were 
now, we expected t he1J to do t he same; that if 
anyt hing ca3e up, he could cal l us and let us 
knO"· 

(Nods to ~. Tho1npson . ) 

All clear . 

Dan? 
The Greek Minister will try to get an appointment 
with you in the next day or so, to deli ver a checlt 
like he did before, for the payment of that semi­
annual interest, and I ' ll &ive you a receipt 
sometime today . 
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H.M"Tr: 

Ball: 

H • .!.Jr: 

Bell: 

H. 'tl •. Jr : 

Bell : 

11 . a .. rr: 
Bell : 

Gas ton: 

Bell: 

H. ll.Jr : 

Bell: 

Gaston: 

H.M.Jr: 

R. JJ • • Tr: 

- 2 -

Here are the results of the financing. We got 
cash, eight hundred three million. It went about 
ten million over t he figures I gave you for the 
adjustment . VIe got the exchanges, three hutxired 
ninety-seven in bonds, and notes atxi botxis , four 
hundred twenty-four million. 

How did they convert? 

236 

Three ninety-seven, bonds ; a nd twenty-seven, notes . 

That ' s amusing . 

Only nine outstatxiing . 

That makes - only nine outstatxiing? 

Yes sir . 

Well , that•s a r ecord, isn •t it? 

\'/ell , pretty close to i t . 

I think we had one ninety-nine exchange; this is 
ninety-ei ght. 

V/ell, ninet y-nine per cent of four hundred , and 
ninety- eight per cent of eight hu.ndred . 

(Over telephone. ) Tell Bob l'cRugh to come in. 

Three hundred ninety-s even t ook botxis, a !Xi only 
twenty-six took notes . 

\'/ill you 1n1 t1a1 that, pl ease? 

(To Mr . Gaston:) You have this? 

Yes; there will be no changes, huh? 

(Mr. McHugh comes in.) 

Bob, personally take this down and get three 
photostats, and bring it back here , please . 

McHugh: Yes sir. (Leaves) 

Who'S goi.ng to call Taylor to ask him about ••. •• 
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Hanes: 

'l . ;I . Jr : 

Hanes : 

H. M. Jr : 

Roll : 

H . ;!..Tr : 

Loc'·head : 

H. M. Jr: 

Vlhl te : 

H. ,&.Jr : 

Y!h1 4;e : 

n •• J .Jr: : 

Gibbons : 

237 
- 3 -

I was going to do t hat just as soon as I asked you 
just exactly when and what we wanted to ask him 
etc., whether you wanted to do it this morning.' 

I'd call him up and ask him who he 'd like to des­
ignate to look after Export-Import while he's 
gone. Will you, and l et me know? 

Right away, yes sir . 

Is t hat all, Dan? 

Yes. 

(Nods to llr . Lochhead.) 

The foreign exchanges are holding fairly quiet, 
around the four eighty; bonds seem to be taking an 
optimistic view; the stock mar~et is opening up 
a little higher . 

Harry . 

There is one matter wi th r efer ence t o Italian dump­
i ng . There was a l etter l'lhich was sent to you 
which we are investigating, on specific commodities, 
but i t raises a question of the general practice 
of' dumping, which Italy may be undertaking, and 
we took it up with the Bureau of Customs, and they 
say they don•t want to initiate a general investi­
gation without orders from yourself , because it may 
reveal a pr etty wide-spread pr actice, which may 
call for substantial applications of duties, and 
that would run possibly to the State Department, 
so they v:ould prefer t o have instructions from 
you as to whether or not they should . 

Who wants it? 

The Bureau of CUstoms. 

What has the Commissioner of Customs got to say 
about this? Why should I have to instruct t hem? 
What have we got a Commissioner of CUstoms for? 

Ylell , it ' s a question of the econO!rlc •• • • • 
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H, ll.Jr : 

Gibbons: 

R. '.{ .Jr: 

Gibbons : 

White: 

Oliphant : 

Vlhi te: 

H.a .Jr: 

Gaston: 

R, U.Jr: 

Cast on: 

- 4 -

You're Assistant Secr etary in Char ge of Customs, 
and we•ve got a Commissioner of Customs . 

I didn't know a t hing about this , and don ' t know 
a thing about the letter . 

Well, you better f ind out about lt, and the Com­
missioner of Customs had better find out about 
it . Vlhat ' s the sense of having an Assistant 
Secretary in Char ge of Customs and a Commissioner 
or Customs , 1f every time something like this 
comes along, I •ve got to do it . 

It•s eventua lly going to be taken up with the 
State Department . Where did you fir st come on to 
it? 

Through Corkhill, who is under Johnson. 

I t's the first time I ' ve ever been asked by John­
son, not to enforce the law. 

All right, we 'll straighten it out. 

Supposing Gibbons , Oliphant, end White get together 
on this thing and find out what it ' s about , 

Isn't it the same question t hat the Amer ican 
Federation of Labor, Tari1'f Commission, is going to 
r aise at their convention, attacking the Secretary 
for favoring Germany? Have you heard about that? 
llr , Flynn, of the - r1ho is head of the Tariff 
Committee of the A. F. of L., has been in, and 
Matthew Woll has written a couple of letters, 
charging that permi tting barter transactions with 
Ger many is, in effect, permitting a subsidy, and 
Fl ynn hi1nself professes to want to head off 
resolutions at t he convention, attacking the 
Tr easury Department, but he doesn•t think be will 
be able t o do so . Woll has a letter that just 
came in a day or two ago on the subject, and it 
raises the same point. 

Convention or what? 

A. F . of L. -Amer ican Federat ion of Labor . 

supposing vnute takes it up with Gibbons and 
Oliphant and if you fellows can't handle it, 
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then bring it to me . 

I haven't bothered you a t all about it, yet , till 
we get to a point where we have to. 

All right . 0 . K.? 

They claim all these countries -Germany, Russia, 
Ital y, Japan, - there is no foreign value to it. 

Anything els e? 

No . 

George. 

I have nothing. 

(Nods , to Ur. Ranes.) 

Nothing, no sir . 

(Nods to Mr . Gaston. ) 

I have nothing. 

I ' d like your idea of a letter on that thing . 

All right, I •11 to work on it this morning. 

I want to ask you a ques t ion about Callomon 

Callomon - is that his name? 

It will be - just take a minute . 

Two thirty? 

That's right. 

Two thirty. 

I want to see White and Hanes a minute please. 

Of course, the Commissioner has never seen this 
letter either. 
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SePte: ber 14, 1938 

l'o : l'he Secretar; 

from: llr. Re.nen 

I hove snent soce ti~e wlth Lr. Graves today , 
In which e~n!erenee ~. ~11 eat i n. !etween ~hec 
t he;· heve brought ""' up t o clllte on t he new field organ­
izati?na, ~nd I ac coat ent huoie• tie about t t1a work of 
decentralization. 

I haetened to te t na cuch of thi s s to~y na I 
could from ~r . Graves i n or der t hat he oi eht proceed wi t h 
hie plan• to leave t ooorror. f or th~ Pneifie Coast. I 
underetend t hat v~ . Cravee will r nturn to Uaohin&ton about 
October lat . a t which time I hevo arrenced to eo with hi m 
t o vioit the new office in !lew Yor k i n order to becoce 
thor ouchly !~iller with t he wor k end per sonnel there . 
l'hie , o! course, subject t o your appr oval . I have t old 
~r. Groveo that i nsofar as I ac co~eerned I see no reason 
t or del~v i n his j?urne7 to t he Fec1f1c Coaot . ~erefore , 

1!' t his :>eeta with your approval he will proceed to::>orr ow 
aa planned. 

2-1-0 
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September 14, 1938 

(Refer to telephone call between KU,Jr and the 
Secretary just before the Secretary dictated the fol­
lowi ng.) 

1 
Tom Corcoran came ln to see me yesterday a t 

2 o clock and said that Harry Hopkins had phoned 
hlm from Rochester, Minn., that the President wanted 
the fol101v1ng polltlcal moves made: 

He wanted me to issue orders t o Higgins and 
Hoey that t hey ln turn should i ssue an order that 
all of their men ln their respective offices should 
get busy to defeat Congresssan O' Connor. 

I told Cor coran that I was very sorry that I 
could not i ssue any such orders; that I felt it 
woul d be a grave mistake, and that it was contrary 
to my policy. Furthermore , tl~t I felt that lt 
would be an act of friendship towards t he Presi dent 
if I refused to carry out t hese orders. I a leo 
told hlm that I oould not, one mi nute, pull Dempsey 
of Internal Revenue off because he was supposed to 
be working f or O' Connor and wi th O'Connor and, ln 
the next minute, issue orders that all of our people 
should go out and work against hlm and that the thing 
di d not make sense and I would not do lt. 

When I got through 
t hink you are rl~ht. • 
a messenger boy. 

speak! ng, Corcoran said, "I 
•aut, • he said, "I was s i mply 

About 9 o 1 olook t hi s morning I spoke to him and 
he said he met, last night, ln New York with t he five 
l eaders, (I don't know who he means) and t hat they 
deolded to give up the i dea of having Higgln~ and 
Hoey ' s men go to work against O'Connor and would be 
satisfied if we would instruct Hi ggins t o ~lve them 
three more temporary j obs. I said, "Tnat a a good 
swap and I will let you handle my politi cal deals 
1n New Yorlt from now on. • He was muoh anused. Of 
course, be realized that be could not get anywhere 
with me on hie original proposition. 

In view of Irey' s memorandum of September 13th, 
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(copy attached), I decided it wae a m1etake to work 
on theee political mattere t hrough Gibbone , beoauee 
while hie heart ie in the right place hie Judgment 
ie poor and hie hand 1e too heavy , and I, therefore, 
oalled up Ur. Helver1ng and gave him the 1netruct1one 
direct . 

242 
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TREASURY DEPARTMENT 

WASHINGTON 

September 13, 1939. 

llKIIOIWilllDI !'OR THE S!CRF.TAI!Y: 

On September 8 , 1938 , Kr. OuT T. Bel Ta ring, 

Comoiooioner or Internal ReYonue, informed Kr. f ool!, 

~ aoeiet&Dt, that ln!onoation bad been receiYed t o 

the effect that Edward f. De~ee7, General Del)UtT 

Collector at »ew York, wae apending coooiderable time 
in the office of Congreooman John J, O' Connor, and 
requuted Kr. f ool! to contact Kr. llcQI&lllar>, at !lew 

York, with a Yie• t o baTing diecreet inqu1r1ee aade to 
determine • bather thlo allegation wae true. 

In acoordaoce with the !notruet ione boued, 

Kr. Kc~llao aeeigned the .. tter t o Special ~ent 

Willer who called at llr. 0 1 0onnor 1 e office a number 

of tt .. o. on whlcb occaalono bt .ade inqulq wltb 

r espect to llr. Dempoe7 but "" ' ln!oraod t!B t D1011poe7 
had not been there but al&bt prcbablT report t here a!ter 

the o 1oloek. On September 9, llr. llllltr wao infol'llled b7 

an emplo7ee in llr. 0 1 Connor1 o office tbat Kr. Dempee7 

Dlght be !ouD4 in the John ~ Club. Agent lllller 

p roceeded to t hat club, whe re be wao recognised b;r 

Kr. Dompee7. OongretsMD O'Connor later learned tb&t 

llr. Killer had been attemptinc to contact General Deputy 

Collector Dempoey and phoned llr. llcQI&illDn at t o the 

reaao~• therefor. 

! bit infor.atlon wae conYe7ed by llr. f ool! to 

Co""'ieeioner Belnrlng who phooed .Uelttant Secretaq 

Gibbooo, adrte1o;;; hla 1o the •tter. Kr. Glbbou aaked 

the Co11111btlooer !or the teltphooe nuaber of llr. llcQI&lllao 

at lie• York oo that be alcbt OODIIW!icate direct wltb 

b18 if he wlebed ....rthlac further done . llr. Belnrinc 

told hla to call 11r. Woolf for the telepbou nUIIber, 

which he did . Bowenr , before ooooludlnc hie ooayenat1on 

wltb Kr. Woolf, Kr. Gibbon• eta ted that be would do D.Othlac 

tnrther about the .. tter. 

1 ban explained to llr. f ool! toda7 7011r G,PllcU 

iutruotiou that we are to take ordtre from D.O OIM but 

the Co:.iet1oner .. d 7"11rttlt. either directlT or tbrrr 
Kr. KoReTColde , with rupect t o our ionet1gat1one11ft. 
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Operator; 

lJ . '' .Jr: 
Guy 
'!elvering: 

u . :'.Jr: 

v ! .Jr: 

t.! : 

t.: . :'.Jr: 

t: · •' .Jr: 

t: . !' . Jr: 

u . Jr: 

'! : 

!-!ello . 

trr . !'elveri :tg. Go !\head. 

f!ello . 

Hello . 

Yee. 

2~4 

Sept~ber 14 , 19~8. 
10; 00 a.m. 

T~o ~~chren celled me t his morning, Rnd he s~id 
he ' c oet l'lith fiv e le11ders, u;> i n !'e" York : tty . 

Ye~ . 

And they ' d gi·ton u;> tt.e i des t.ht<t they ' re going to 
ask ue to ? 'It ~ur ~evenue boye to w:>rk sgA1n~t 
O' Connor after I turned them donn ~n it . 

Yes . 

But he eays they ' re willing to forget it ?rD­
vided that, throu£h Higgins , ~e give them three 
more tem:>or ary men . So, I rai~ t h•t ~qe f air 
enough, anc I ' d c••11p qnd I 1d go elons on that 
bas1e. see? 

Uh- huh . 

"ello . on:!.e r s 
Are t hey going to cen1fl t~ocel- g!ve theo to 
o.e, O!'"' -

.. o, you - he se id t.t\Pt you .. o•Jld call U!' Hi£'!: ins , 
end handle it this corning, and they ~ould have 
three more t empor 11ry men . 

Yes. 

See? 

Uh- huh . 

nor. the way I figure t hi s. I turned t hem down on 
t he - one oatt.er, ~hioh I Just couldn' t do . 

Yes. 
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H.!! .Jr: 
• 

"' 

H: 

H. :: . Jr: 

!1 : 

:: . :..: . Jr: 

H. :• . J r : 

'i : 

u ." .Jr: 

t: : 

H.:· .Jr : 

'"' : 

".: · .Jr: 

H . 1.1 . J r: 
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And they come back •ith t hi s , and thie i s -
won't hurt anybody, 

~e ' re i n th1E pos i tion where ~e have e letter 
h~re to go out no~ for a genPr a l reduction . 

~ell , I kno~ , but th i s i a -
• 

YP" , I know. 

I ' ~ keeping the he~t off you on the othar thing, 
eee? 

Yee. 

~ich ~~uld have bee~ t~rrlble , ar.d I ' ve turned 
them down. 

Oh , yes , we :ouldn ' t have done that. 

I ~~o~, so I think thic i s a -

Good out 

Good out , and I ' d appr POl At e tt if you ' ri ~o it 
Pnd I ' d like you t.? do 1t ~hie ~:ornlng . Mhey 'r~ 
ter rlbly upsPt up t her e , Pnd I don 't went. them to 
ask us to do ~~thin~ c?re 1'£ ~tupid as ~hPt 
t hey asked y eat erdey. 

Yer. ~ell , ~h - they ' r e not cotnz t~ send the 
names l n, 

All t hat - Cochr~n ea~d 1f I could h~ve aomPbody 
call 'ilgf! ins who ls an aut hor1tv and he wanted 
to do it through Steve Qtbb?ne: and I dec ided 
I ' d wor k . 

Oh, I can attend t o chat a l l right . 

: decide~ I ' d wor~ wit h 7?U direct. 

The only thing H1gg i ne would !ike t o L~ow who it 
is, t hat ' s all. . 

Well, I don 't know. :Jaybe he can find out. I ' m 
eure that they will hove already told Htge1no. 

' 
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" .!.l. Jr: 

H: 

:t . :.: . Jr: 

1..! : 

'i . :·.Jr: 

:.Z : 

!' . :: . Jr : 

;.! : 

4.''.Jr: 

" · . Yr : 

u . : · .Jr : 

?.:t. Jr: 

'i. : · .J r: 
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Yee . 

They VIOrk pretty f net up t.her" . 

Yes . All right. . 

If there ' s any ques tion cr ll me bnck d irect., 
will you? 

Yes, ! will. 

2~6 

I • rn not - I '11 lf?r k ?'lth ·•ou d irect on t.bls, but 
I don ' t wan'L a '\Y - I - No- the othor thing th'lt. 
they a~~ed ~s - ~~uld you c l r.d sending f~r 
:'e!!!psey? Eello . 

Yes . 

And Ju• t 3E' t h1:n out of :lew York for a coupl e "J t' 
dP-y s . You o<n:.r· who th1 s f ellovr Dempsey 1 ~ , don ' t 
y:>•l? 

Yes . 

I f you coul~ ~end f?r DE'm~sey and get him out of 
!lew Y?rk for a couple lf d""' s . r-1ve him oome 
l.'s ~ 1gnment do••n he r e until thiE thing blol'Je ovt>r, 
they ' d nppr eclPtP th~t . 

l'h - huh. 

St>e ? 

Yes . -ell , : ' II hAve to check t'l ~ee wl'.llt. I could 
certifY him to do . 

ryell - 1f you brought hlm dorn her e, trPn 1r you 
•·ore SO OUSY yon COUl~-'1 1 t Gee him for A COU9le or 
days , j ust l et him aat - e l t i n the hotel . 

Yes , ! can do thnt all rteht . 

What? 

~en l s t he big ~ay up there? 

I - ! don ' t ~~ow. 

I 
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H: 

H. U.Jr: 

P: 

~ .:J .Jr: 

P: 

't.t: .Jr: 

:;z . 

!f. ·~ . Jr : 

'l : 
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I don ' t know either. 

All right. 

And I have a report ! rom Irey on what . they d i d 
on Dempsey, and th~y handled the thi ng very badly, 
eo you 'd bet ter aek Ir ey . 

Yes . 

They hPndled 1t very badly . 

Yes . Al l r ight . 

CPn I forget about th1&? 

Yes . : 1 11 atLPnd to 1t. 

Th~n~ you very ~u~h . 

Yes . 

• 

' 
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