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H. !J.Jr: 

Operator: 

'I. ~ .Jr: 

Secy.F!ull 
Operator: 

I' .}' .Jr: 

0 : 

H. :.! • .Tr: 
Cordell 
"ull: 

'i . !J .Jr: 

H: 

l-l : 

rr . :J.Jr: 

t!ll!.Jr: 

H: 

1': 

Septecber 15, 19~8 . 
l l : 35 a.m. 

Hello. 

Secretary Hull. 

Hello. 

Yes, the Secretary is coming right on, 
tl.r. Uorgenthau. 

Thanlt you. Hello. Hello. 

He ' ll be right on. 

Hello . 

l'ello, Henry . 

Cordell~ 

What's goi ng on today? 

Well , I owe you an apology. 

I don ' t know why. 

Well I ' ll explain it. It has just come to ~ 
attent ion this cinute, that leet s~turday the 
Canadian Uinieter called up Wayne Taylor. 

Yes. 

He wanted to see the Customs people 1n the 
Treasury in regard to the mllrking of lumber. 

Yee. 

Wit hout the State Depertment knowing a.nything 
about it. Well , they di d see h1m ~onday and 
Tuesday, end it ' s just been brought t o ~ 
attention now, by !lr. Oliphant, end I 'm goi.ng 
to cell up the Canadien Uinlater and tell him 
I'm very sorry but we do not see foreign 
representatives without the knowledge and the 
approval of the Secretary of State. 

Hadn ' t you better - hadn't you better cell 
Sayre and - you see we are - we ere workl ng on 
~e canadians on that lumber propoe1t1on, end 

• 
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'f.".Jr: 

f'.!.: .Jr: 

t.r . !.' . Jr; 

I' . . ,. Jr: 

!l: 

H. :!. Jr: 

" : 

".:·.Jr: 

H. "!.Jr : 

" : 

" . I'.Jr: 

H: 

H. !J.J r: 

H: 

- 2 -

they are indica ting tha t t hey wi ll help us . 
Yea. 

Ag&inet Gr eat Britain. 

Yes. 

And i n ord~r not to cross ~ires , don't you t hink 
1t woul d be a good idea if you'd t alk to Sayre? 

I 'll do a~thing you sueseet. 

Well then 1f you ' ll ~o that no~ -

I 111 do tlllyth1ng you e>~ggeot. 

Bee~< use that :n1eht - 1t :D1ght get Up a 11 t tle 
f riction, you understand. 

~ell the whol e point . I went to l et you know. 
I' ve got an ebsol\lte policy her e , t hat anythi ng 
thPt hae to do with foreign ~tffairs , we ' 11 l et you know fir s t . 

"'ell , those th1nge heppen,you kno., . we Jupt 
cPn 1 t 1,.elp it sometl.'llee. 

And - I - I ' l!l eorry, end -

Th~re's no trouble - the only thi ng i s J us t eo 
we don ' t get ~ires croseed and ge t th~m peeved 
right at a t i me when they are -

L!aybe Sayr e !tnows about th i s . 
How ' s t hat? 

!!aybc Seyre knows he ' o over here. 
Yee. urelt -

I' ll call h im. 

Al l right . Thank you. 

But I wanted you t o know per sonally. 

Yee. Thank you Henry. 
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(Ass t. Sec'y of State) 3 

'l .IJ .Jr: 

Operator: 

I'. l .Jr: 
l"ranc is B. 
S!'yre : 

I' . ~t.Jr: 

S: 

'l. l,; . Jr: 

S: 

H. ·:. Jr: 

S: 

'l. :J.J r: 

S: 

l'. : t.Jr: 

S: 

H. il . J r: 

S: 

'!.!.l.Jr: 

Hello. 

llr . SII,Yre. 

Hello . 

Sept ember 15, 19~8 . 
ll :38 a.m. 

P.ello . Good morning !Jr. l!orgenth~u . 

How are you? 
talking to !lr. 
suggestion . 

Yes . 

Sayr e , I'm calling you, a fter 
!lull , and at Ur. Hull ' s 

! wondered 11' you ' re f aoiltsr ':71th the f ac t that 
the Canadian ::tnister has been cooing over here 
1n the last couple of days on the question of 
marki ng of lacber? 

I- no I ~idn ' t know he was over ther e on that . 

You d i d not . 

no . 
Wel l now, here ' e whet happened . He c~lled up 
'layne T"yl or, Saturday, snd a a id he .,-anted to COMe 
over here but he d !~~ · t ~ent t~~ St ate ~!'~rrtment 
t o knor about lt, !'~d nobody in h i s own Legation 
knew about it, and I only heard about lt five 
m!nutea s.t;o . 

Fir st I heard about 1t. 

And I was very mucM d i ot ressed to learn that we 
wer e aeeing any foreign r epr esentative on Dny 
subJect without the approval of the State Department 

. ~!ow I told !lr. Hull I l'lanted to call up the 
CanadiAn ~inister and say - tell hio that he ' ll 
have to work through you, and then ~. Hull said 
to call you becauee he d1~n ' t want to do anything -

Yes . 

To of fend the Canadian l! inieter. 

Yes. 

I ' m - I ' m very much annoyed t o think t hat he 'd 
try to come 1n her e through the back door. 
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S: 

'i . :J.Jr: 

5: 

1U .l .Jr: 

S: 

'! .:J.Jr: 

S: 

;: . :.I .Jr: 

S: 

P. . t: .Jr: 

S: 

:i. iJ.Jr: 

5: 

\l. "' .Jr: 

5: 

H . 1~ .Jr: 

S: 

H. ~ .Jr: 

5 : 

H. tt.Jr: 

5 : 

4 

- 2 -

Well now - here ' e the first thing to find out, 
is whether he is attempting back door methode. 
Hadn't I better ge t i n touch with Wayne Taylor? 

Wayne Taylor 1s 1n Chicago . 

Oh , he ' s 1n Chicago. 

I ' ve got the memor andum her e . 

Oh you have? 

Yes. And slnce then our people here have seen 
him. 

Oh! 

A couple of times. 

Uh- huh . 

See? 

Well , who' s been seeing him? Whi te? 

No, Kearns and Jo'meon. 

Uh-hub. That ' s Johnson ot t he Customs. 

Cuetoma, yea . :9utKearre18 entirely faoiliar with 
it. 

Uh-huh. Well , now -

Would you care to see -

Y~u ran i t down enough to knor ~nether i t is back 
door stuff. 

Yea , definitely . 

Uh- huh. 

Keartaia sitting h ere end I've got two written 
memorandums , absolutely back door stuff. 

Well, I wonder if I hadn ' t better g et i n touch 
with L!r. J:ea'l"ns. 
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~ . !!. Jr: 

S: 

H. !J.Jr: 

S: 

H." .Jr: 

S: 

l-' . ::. J r: 

5: 

H. t:.Jr: 

S: 

S: 

~ . :.: .Jr: 

S: 

H.!LJr: 

S: 

~ . !J .Jr: 

- 3 -

Well, lf you tel l me when, I ' ll send hie over . 

Let me see, l t ' e now - whet about t welve fi f t een? 

He ' 11 be ther e. 

R1ghto . 

And t hen whenever you decide , a fter you ' ve seen 
him , woul d you mind giving me a ring? 

I 1"111 . 

9ecauee I ' c really very much distressed about it. 
I - we've nevPr bad any thL~g l i ke t h! s before. 

5 

Well I think you're absolutely right . It ought to 
be curbed or it "111 get us i nto trouble . 

I kno~ . ! mean , of ~11 the peopl e around the 
town I - I ' m most meticulous about s ee i ng foreign 
representat i ves. 

Yes , I know. I know you are Llr. L!orgent hau . 

So i f you 'll seeK earnn and then let me know whet 
you went me to do, because he ' s calli ng - the 
Canadien !J1n1et er hse c11lled tl7ice t his morning 
to see X earns and Kearns c'loesn ' t answer the phone . 

Yes . All right.. ~ell, I ' ll t a l k to hl.m end then 
aft er I ' ve bad a t e l k "i t.b h im I 1 11 call you up, 
Ur . !.:orgentht--u. 

Tha.~k you so much. 

I t.' E e~ully ni ce or you. Thanks a "hole lot f or 
your cooper ation. 

Well I i magine thi s is a sort ot the nub 
of t he t roubles over there, i sn't it? 

Not the marking, no . Our ree l troubles are with 
U. K. on l umber, we ' ve been demanding f r ee entry 
of l umber . Now U.K. i e the one t hat' s b een making 
the trouble and t he Canadians , -

Wel l -
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S: 

H.!!.Jr: 

S: 

IJ.tt . Jr: 

S: 

'f . ' . J r: 

S: 

r . '! .Jr: 

S: 

~ .! '. Jr: 

- 4 -

Have been e~ding with un agains t U. K. 

I see. 

So that the Canadians have been ?laying the game 
very f airly ~ith t his - in our pending Canadian 
trede asreecent , the CanAdians have given us all 
kinds o f things . The Canadian trade agreement 
ie bully . The trouble we're having is 
with U.K. 

~ell, there ' s something funny in this. 

We 're gettins the Canad1ane to gAng up with us 
aga 1not tr . K . on thi s lumber situation. 

I hope you 're right. 

~ell , now - I' ll l ook into lt Pnyway. I 
ap,reoletP it an awful lot, your thought. 

All right . 

R1ght o . 

Goodbye. 

6 

' 
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H. !.I.Jr: 

Operator: 

H.::.Jr: 
Gordon 
Rentschler: 

H. !.l.Jr: 

R: 

H.!.I.Jr: 

R: 

".:.l .Jr: 

R: 

H.!.! . J r: 

R: 

u. ,. . Jr: 

R; 

~. '!.Jr: 

!\; 

H .!!. J r: 

R: 

H.iJ .Jr: 

R: 

H.I.I.Jr: 

R: 

'--------------------~------
7 

sept ember 15, 1g3e, 
11: 45 a.m. 

Hello . 

L!r . Rent schler. 

Hello. 

Hello Henry. Good mor ning. 

?.ow are you? 

How are you? 

I 'm fine . 

Keeping buey? 

What?.· 

Keeping busy? 

l.!oet buey. 

Henry, the r eason I called you 1e because we got 
a story up here th~t Oliphant wae going to take 
over t he legal work in the Comptroller' s department, 
and I wondered whPthcr t hat meant any ess enti al 
change as far as our contact s were concerned. 

Your contacts with who? 

With t he Comptr ollers. Ie that the preeent plan? 

Well, why eh~uld it make any d ifference? 

Well, I just wonder ed. We ' ve had a very co!llfortable 
contract there and I just wondered what t he set up 
was, whether -

Well, I can't go into i t on the phone, Gordon. 

I see. 

But - I just can ' t go into it. 

I see. 

Yes. 
about it 

Well, 1 ' 11 chat wi th you/eometime when I see you. 
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"1: 

H.:' .Jr: 

"1: 
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That ' s right. I mean it'e - lt'e nothing to 
'IIOrry about. I cnn ae eure you i t 's a move in 
t he r i ght direction. 

I see . Well, t hat's - that' s s imply all that I 
want. 

I - I assure you it' e n move in the right 
direction. 

That t!ee it right back t o you. 

Exactly. 

All right then, that's all- tha t'e everythin8 
I ... ant to !mow, Md I ' 11 chat it out with you, 
but tbat'e all I want to know. 

llo, I mean, I CM 1t 

No don ' t do i t , because as long - a s long ae I 
get tha t -

llo, I - it's just -

As long as it' s backe~ by you fellows a hundred 
per cent, O.K. 

Well , he ' s s i mply - Oliphant i £ -

I had a lot of fun with bonds t he laet couple or 
days. 

Right . But I can assure you i t ' s - 1t'e a con­
struct ive move and it's all right, take~ word 
for i t . 

I ' ll take a hundred per cent. That takes out 
any concern that we have at all . 

Right . 

Fine. And I appreciate i t Henry. 

Thank you so much. 

The bond market hae given us quit e a party, the 
last couple of dAYe, but if you ' ll stop that war 
it ought to give a vP~ good account of itself. 

8 
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H.!-:.Jr: 

R: 

ll .l!.Jr: 

R: 

ll : 

u . ..: .Jr: 

R: 

- :1 -

Well - I'm- I'm still hoping t or the beet. 

Yes. I think thie fellow Chamberlain di d a 
m~stertul thing Henry. 

Vlell, l et's hope eo. 

Yes, I think t hat' s pretty good, 

R1ghto . 

Thanke very much Henry. 

Goodbye . 

Bye. Bye . 

9 

• 
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(Asst. Secy . of State) 

H .I.!.Jr: 

Op~rstor: 
l!'r ancis B. 
S&yre: 

u .t: .Jr: 

S: 

~. !: .Jr : 

S: 

".l!.Jr: 

S: 

HPllO. 

l~r. Sayre. Go e.he"td. 

"ello. 

!'1!110. 

September 15 , 1938. 
12: 57 p . m. 

Ho~ are you Ur. U?rgenthau? ! J ust have been 
t alki ng with Kearns, over here, about that 
situation, and all of ue f eel that although it wns 
very irregul ar for the CanadiAn Uinieter to eoy 
t hat be was doing an impropPr thine, in the 
eubotAnce of the thing it r"sn 't improper, it 
was a very technical mPtter which be conversed 
1n the light of an e~ergency wi th the techniosl 
offlclale in the Treasury Department. If he bad 
coc~ here L~ the firs t ,lace , we ~ould ~ve eent 
h! c right over to t alk with the Treasury,eo that 
I wonder if the wleest way to handle the thing 
now ia to let : ~r. i<earll!! mention that he has 
t e l ked with us in the State Depertment about it, 
so that the Llin1ste r will be d isabused of any 
ides tha t he ' ~ doi ng anything covert, and let 
the thing go ahead . 

~ell , of course, you're putting a very favorable 
lieht on it, but -

ITell , I - I don 't know. Plr£ t he talked with 
Wpyne Taylor snd ~ayne TPylor t old Johnson snd 
Johnson tolcl Kearn . ?'ow th'!r E' mey be something 
in 1t that none of us ~-~Ow shout , but on the 
other band what would the alter native be if - if 
th1nge were directed into the chennels which 
they should heve t aken a t tne beginning, all 
you coul<l do r-ould be to tell tbe !!1n1ett>r to 
come and see ue, then we, in turn, would have t o 
refer him back again to Keerne, and tt ~ould be 
kind of a - running sround the barn . 

~ell , that's al l right , but I don ' t like tbe idea 
or the Canadian ~cnieter thinks he can t elk to 
the Treasury without the State Department knowing 
it. 

Well , I - I th i nk : ou 're ebsolutely right, and 
appreciat e tremend~uely your whole reaction i n 
tbet. The thi ng was i mproper. 

• 

• 
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Well, I'm going to c~ll him up and tell him 
that I ' ve informed~. ~ull th~t he ' s coming 
here. 

Yee. 

An~ that if he wl ebes to continue to come that 
the Stste Department has no objectl one . 

Y~c . All rlght . All right. I think that' s 
perfectly in order. 

Beoauce I don't - I don't want them or t ho 
Engl1eh C~vernment to t hink that we have ar~ 
bnck door. 

11 

Yee . Well, I think that ' s absolutely right and 
;>roper. 

'). K. 

On the other hand , we ' ll have to l e t him continue 
t o have these c?m•er aat1one . 

That 1P all right . 

Vf'p, , I think ;701.l'red.Sr1gbt . Well, thankA an 
lltrl'Ul l ot f?r ;::all i.Jig up Jlr. l:o r gentheu. 

Goodbye . 
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12 
Septe~ber 15, 19~8. 
1:04 p.m. 

Hel lo. 

Sir Herbert Marler. 

Thl'.nk you. 

Go ahead. 

Hello. 

Yes. 

Penry ~rg~nthau, Jr. 

Yes. !lo.,. do you do, ..:r. '!orgenthllu? 

Po"' ere y:m? 

I ' m very wel l , s ir. I read about you. I hope 
your trip was pleasBnt. 

Very. 

That ' e good. 

!.!r . !.li nieter . 

. Yes. 

The reason t hat I'm cnll1ng up ie to e~lain that 
I asked 9eople in t he Treasury, today, arter they 
had t.old oe about your \'1eita down h~re, to e;1ve 
oe a chance to think ab?ut 1t. 

Yea . 

And I was quite disturbed because , qutte rrankly, 
we work very closely with the State ~erartment. 

Yes, I know you do. 

And the rour years I 've been Secretary or the 
Treasury I have never conducted any arre1rs with 
a roreign representative without rtr st explaining 
t o l!r. Hull. 

Quite s o. I quite - =r visi t, Ur. Uorgenthau was 
entirely irregular. 
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Well , I wanted to explain that I have talked to 
ttr. Hull. 

Yea. 

And Ur. Hull i s entirely sat1af1ed and would like 
us to cont inue talking with you at your pleasure. 

Oh that's - that's first rate . 

And ~r. Kearns is a t your disposal at any time to 
see you here or at your Legation . 

Oh that's extremely kind of you Ur. l!orgenthau • 

But I Just wanted to explain i t - it was ~ fault 
t hAt no one talked this morning. 

Th~re wa£n 1 t any oeceeaity o f explaining thPt 
ltr. !Jorgenthau. 

We would be very glad to hfwe llr. Kearns call on 
you or - he ' e at your dlepoeal any time today. 

Well thank you. I' 11 call him up for a rew 
minut es then, as soon as I can get him. 

Right. 

I wasn 't taking any exception to that. I under-
I quite understood that ~ visits were qUite 
irregular in that way. The matter wee one though, 
eucb urgent importance that I thought that instead 
of leaving it to one ot the secretaries to go and 
see t he Department about i t I'd better go ~self. 

Well1 we' re always gl ad to see you but, if you 
don't mind, I do have to l et tw . Hull know. 

Oh, decidedly so . 

Fine. 

The reason I didn't go through !.lr. !lull , u a 
matter or fact, !.!r. J.rorgenthllu, was so ae t o mAke 
it ae informal as poas1ble. 

Well -
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And I'll have to apologi~e and I intende4 t o 
apologize to llr. Hull fo r not having - goi ng 
through h1m t1ret. 

Well, he ' s perfectly happy about it . 

Oh, lu• 1s. 

And I've al r eady apolog1ted . 

Thank you very muoh i ndeed. 

So, ! t h ink you 'll f i nd t ha t you ' ll be received 
!n e mos t fri endly epir1t t here, in the State 
Depertment , end here ae i s always . 

Thank you very muoh , ~r. ~orgentheu . 

ThMk you . 

sver so much obliged to you • 

ThPnk you. 

Goodbye, air. 

14 
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Hello . 

Hello. ~ 

September 15, 19~8. 
2:33 p.m. 

15 

~· out 
'!'om~~d I have talked that/ and agreed thllt you 
c11n 't thank of the 9ank of America detached f rom 
the Trane-Aoerica. 

Yes. 

And so on, and there ought to be somebody here, 
but it ought to be a man as high up as you can 
get, one of the men who have a sense of respons~u,,•~x 

Well Hanes is coming in here, in a minute or two 
·and I'll ask him. Hello. 

Yes. 

I ' ll esl!: him. 

\Vho to get. 

I 'll cell up -

But we're clear that it - they ought to be here. 

You ' re clear thPt they should be her e . 

Yes . That you c~>.n ' t think o! the bank- you can 't 
work ?n the =~~~~ or America -

Oh, I think eo, and I think ~hAt -

It ' s all one picture and we might mess up some of 
theirs and the~1ght mess up some of ours . We 
don ' t move hand 1n hana. 

We ' ll have them here. Thank you. 

All rie)lt. 
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i!ello. 

September 15, 1938. 
2:3S p.o. 

Judge Haley is at t ending a committee meet ing, 
but I can get him it you ' d l i ke ce to. 

Yea, get him. 

Right. 
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Septe~ber 15, lP38. 
2: 52 ;:~ . m . 

?'ello . 

Ur . Upham OPl l ing . 

Hel lo . 

Go ahead . 

Hello. 

Hello, :!r. Secretary . 

Hello, ~yr11~ 

Yee . 

~o~ ar e you, you - ~hat arc you dolng out 
tt~re , digging ln thee - there hills for gold? 

Oh , ! ' c readlna the papere , that ' s all . 

''/ell, come on bPo't. 

All rl>.ht . This afternoon . 

Yee . 

F1nP . 

r:ood . 

And Tom Smith ' e her e , you :~now. 

~e£, that ' ~ f ln~ . 

And he eat d t ha t he coul d use you very ~1cely . 

Be fln e . 

Said he r.ents to work with you. 

!"lne. 
, 

So I ' d come on ln , nd - dld you hear anything 
out t.here1 

!'o , not a t hlng. 
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All right. 

Everything ' s quiet. 

All right -

I was down at the Reserve Bank yesterday, they 
don't seem to know anything. 

Vlell -

And I di dn't say anything. 

lfel.l -

They have ~oard meeting today. 

18 

Uh- huh. I don't know why Juetice 1s euppoeed 
to be blind, but that's what she ' s a lways shown. 

Yes . 

Well we're taking the hood off her eyes. 

You knew that other outfit declared a dividend? 

}!o, when? 

same dey. 

Oh - wel l - I - a.nd I've been asking around -
when? It ' s -

Oh,fareeveral day s. 

\'!hat? 

For eeveral days. 

They did 1t the same day. 

Yee. The same day. 

Well -

Too bad. 
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What' s the matter wi t h t hese fellows anyway. 

Plenty I ' m afraid. 

They declared it on the same day? 

Yes . 

That was the 13th? 

That' s right. 

Well, if I wasn ' t on the phone - Tell, I - I 
don 't ~ant t > burn the wire. 

( l aughe) Well, ~e 'l~ try to change th i ngs. 

r ell it doesn 't - it - none of it' s - or course 
we could have g iven them the same t elegram and 
proceeded t he same way. 

That' s right. 

Th8 t ' s a damned shame . 
well , 1t 1 ~ all right. 
t1me,as tar a s I know. 

Yee . 

All right, Cy. 

Goodbye . 

Goodbye. 

Well, I don ' t know -
You brought 1t to mo 1n 

19 
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Sep~ember 15 , 1938. 
2:53 ;>. m. 

H. 'I. Jr: 
Judge 
iealy: 

«: 

'l . :'.Jr: 

H. : ·. J r: 

~ . :.~ . Jr: 

4 : 

"1 . ~= . Jr: 

" : 

;; . :·. Jr: 

u. :: . J r: 

u . 

JJ . :t.Jr: 

)J ; 

H. :• .Jr: 

!{: 

H. :.I . J r: 

Hel lo. 

Hello . 

Judge Haley? 

Yet . 

:Jorgen~heu? 

P.ello !r. Uorgen~hPu. 

Ho ... a r e you? 

Very •·ell ~han!< you. You? 

!"i n e. 
ma t ter 
ago . 

Ye!: . 

I'r. :i11nes rn~ ! have been t alki ng over the 
t hat he orme over to see you on t~o ~aye 

And '"e ' r e having p moe tine a t. T.l.)' office at four 
o ' clock . 

\Jh- hull . 

At. which ~he Feder al Reserve , FDIC and RFC w1ll 
be pre sent , and I ' d like very much to have sgc 
represen~ed . 

~~ four o' c l ock? 

Ye~ . 

At your of f i ce? 

Yes. 

All right. . I ' tl havP somebody t here . 

Now walt. a minute Judge. l!ot. somebody. 

All rtgh~. 

I want. a boey . 
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All right . 

What' s t he matter with yourself ? 

Oh! 

Thi s 1s hi F)lly confi dent i a l. 

I know it . 

And dynamite . 

21 

9ut there ' s one man in t he Commi ssion here, r ho 
kno~s mor e about it thP~ the ~o~iss1onere do. 

Who ' s that? 

Davi d Schenker. 

Who? 

David Schenker. 

Now, J uet 1\ minu t e. Le t me ask H~>nee. tro . No 
staff ~embers today, Judge . It' s only t he 

Commissioner s . 

Oh! 

No , not ~<t thh meeting. Any - any one of yo•u- -
as many or your Commi ssioners are welcome , but 
I - I ' m keeping thi s to the pr esidenti al eppo1nteee. 

I see . Well, a l l right, one of us wi ll get over 
there . 

Uh - it'F 1~ortant Judge . 

Well , the only reason that I hesitate 1e t hst 
t her e ' s only three of ue her e . 

Yes . 

And ther e ' s a c~ee being argued bef or e the 
Co~ission thi s mi nute. 

Yes . 

The i nformati on that we got on t his subject , we 
got through our i nvestment trus t study . 
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Yes. 

And l t came to us by way of ~r . Schenker. 

Yee . 
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That was our v1hole introduction to it, and when 
Johnny Hanes came over here the other day to dis­
cues lt, we called Sch~nker ln . 

Yes . 

So t ha t he heard the whole thing. ~owever , it 
i t 's your w1eh that t he Commt es1oner be there 
r ather than som~bo~y else, ~by we'll be very 
heppy to conform to thqt , 

~ell, 1t i~ ~ ~15h. 

~e j us t s impl y hnve eornebo~y - Juet have to ~alX 
out of th1e ~oPring if it i sn 't over. 

\1e 1. , I consi der it important enough that a 
Comni soi oner of the SEC be preEent. 

All right. All ri e:ht, :•r. Secretery, we • 11 ht:'ve -
one of us will be th~re . 

Thank you very ouch . 

All r1e:ht. 

\ 
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September 15 , 1938 . 
3 : 27 p . m. 

~f'llO. 

::r. Knoke . 

!!el1o . 

Yee, r:r . Secrotpry. 

Knoke? 

Yes , Dlr . 

On~ Archie Lochhead hae been tell i ng me about 
t he Sank or ~~land, and war r1st i neur!'nce and 
al l the rest or thPt ctutr, see? . 

Yee. 

!!ow I \YI"nt. you to ki ne! of sleep on this. 

You wAn t me to do ?'h!'t? 

I want. you to t hink this over. 

Oh ! 

Sup!)Os in!'; you, i!'l your convprs~tion , would say 
tomorrow, to the aPnk ot England, 0 You ~.no" it 
just s o happens ,by accident, that U. S. has got 
t he b'tt.tleehip !'es!lvtlle l't Gravesend, and ehe 1 s 
eo1ne: t o eeil in a couple of days to come home 
to be replaced by another.• 

Yes. 

"And 1t would be ]>ert'ect. ly possibl e to put. a hunclr ed 
million dol l ere r~rt.h of sold on her ~~~ bring lt 
back . !t just so bappene th!lt she 1 s there and l t 
j us t co happens she 1 F coming back.• 

Yes. 

\'rhat would they t hink ot l t ? 

Yes . 

See? 

Yee . 
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!low yo u s leep on that. 

All right, sir. 

"ut you "on' t be t"lking to the!!! !lgs1n t~ay? 

!'o, not t ode.y . 
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Anll you rJlgh~ cention it to l}e Jr ge 41'rr1son, see? 

YPB. 

And then t~lk to me about it l n the morn ing, or 
he can talk to me. 

All rl~t, s lr, ! ' ll d~ th~t . 

JuFt by accident t!le !'ashville l e at Grsvc~end. 

Yes. 

J ust by a cclcent Phe ' ~ corning hoce. 

I unl\e r et nnd . 

And 1f JuAt by accillen t we out on e hun~r~d 
oill!~n i ollars , would there be any accident? 

( l sughc) All right , slr. 

' !luff said? 

YeA. 

Do you l1l<e 1 t? 

Yes , I - Ar chie and I discueee~ it before end 
I think t~t is the ap,r oach. 

:7ell -

I- I ' o hopefUl tha t it won 't be neces£sry because 
I rather think t he t they - thPt tomorrow morning 
t hey ' ll have some susgeetton . 

We l l you know - well we ' d make four hundred 
thousand dollars on that. 

Yes , t hat ' s ell ri£:h t . You wouldn ' t make four 
hundred thousand dollers on 1t 1f anything 
hAppened t o the warship. 
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Well - who ' s going to t ouch the warship? 

Ob, - I ' m not - t hat i s right. Suppose abe does -
somethi ng doec happen - she runs on an iceber g 
or eo . 

Well , we ' ll t ake the Southern route. Well anyway-

Yee, I think it' o safe enough, I only wanted to -

Well, I ' d onl,.v be doing it to help out the 
Briti sh , you see? 

~ell, that's - I'o confident tbet is - tbPt ~ould 
be the - the proper approach. 

Yes. 

But I ' m etill also confident that they have -
that they m~y have somethi ng to - to suggest t hat 
will make it unneoeeeary. 

Well you think on it. 

All right, a i r. 
Jones 

Did you s ee my little et~tem~nt on the Dow/t i cker ? 

Yes, I &Pr. 1t. I saw it on two tickers. 

~ tickers. Well I only know t he Do~ Jones . 
~t's the other ticker? 

The !:er. York l'ewe . 

Well I don ' t know that. 

That's good. The Tt oee have covered thi ngs 
that the Dow Jones bee not. 

How did you like the Dow Jones one? 

Very good. 

O.K. 

Very good. I hope lt won ' t boost the dol lar too 
blgh. 

All right~ Goodbye. 
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Tbia ia the report bT llr. Schmidt 

(the young man who went to Brasil). 

I haven't attempted to edit it, aa I 

tboUBht you llisht ~ interested in 

seeing what he could do on his own. 

IIR. JIIITB 
Branch 2056 - Room 200 
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• 
T REASU RY DEPARTMENT 

INTER OFFICE COMMUNICA nON 

TO l'r . 'rita 

P'ftOM ,.r . ~chnidt 

I. Introduction : 

In tM~ pape r are tet rorth the in'preseiono of the '.7ritor 
concerning ~he vs1r1ous eopecta of tl.e 9Conm1c and political 
life of Prazil . Since vari O'J!"' r9ports concornina recent devel'l~ 
rents are already 0:1 !ilc, no o t t..e=pt "ill be ~~:ade to ti--e a 
de~~iled 3Ml;·sis. The m-iter Will inste;ul endeavor to aive a 
-eneral oicture of the cc rrent !it:!ation se~tinr forth t.~e in­
ror::-llttion in such a ll".anner as to anS"rfe r the q\!est.ion~ that tho 
reader ~ir,ht be expected to nok . 

TI . ::overttber 11 eouo motivat.ed bv ·~argas ' desire to rel""sin in 

~· 

Getulio n:'\r,;as , pre~ont head of the """razJlian ":ovcrnt=ent , 
!"ir!~ caroe to power w!.en he and hi! ~ollo-.er~ - roost irport.ant 
o• wh""' '.Tare 'lpaldo Aranha and "<eneral Goes " onteiro - ousted 
Pretldent · ashinv,ton Luiz in 1<).)0 . 'l>rJIJ.S then declared him•olf 
~o be the head of a Provisional Oovor~T.ent . In 1932 he oucceeded 
in quell in~ a l'l&jor •·ebellion of t.ho otate of ~ ao Paulo and in 
lOJG he promulpated a new Fra:ilian constitution envisagin~ a 
11do"':ocrat1e11 form or ... 0\.·erm.ent . llc beca::"~e the riret president 
un:!e::" t he :101r constitution, .,...,aldo ' ranha, who had oerved as 
"!.ni~ter or ~inlltlCe s i nce 19)0, "" a]>p-!...,te<l f.ro'"~tcador to t....., 
.. ,..• '.ed •tater , ar.d ' eneral ·oe~ 'orteiro vras retained 1n !Ul!h 
rilitarJ cnp~city . Due to pre•~ure of variou' "ro••ps , the 1'1)1, 
c•~titution contained a provision preventin• t'.e !':-e~ident frol'l 
cucceedinv, himsolf ar.d his term vrat to expire in early 1<1)8. 
1'he year 1037 was thus characte rized by political activi t i es 
in vielT or the presidential el ections COI'\ina due Jllnua ry 10)8. 

In the Aut~rtn of 1<'•37 there were throe •.ajor conte•tants 
e=pa~r.>!ru: for the of~ce of Presidt•nt . An:ando "•lles, 
~ovemor or :o-ao Paulo, was at first expected to receive the sup­
port o• ·~rgeo , but no sooner had ~alles announced his candidacy 
than 'largae d ecided to Sllpport & nationalistically inclined 

27 

Regraded Uclassified



!!r . Whi te - 2 

radical, Jose America, who was not generally trusted . The third 
candidate, Pli.neo Salsado , """ tbe head of a rapidly g rmring 
I ntegralista Party which openly favored a raaciat form or govern­
cent . In October 19)7 the Integralista perty supposedly discovered 
a ~unist plo t to take over Brazil and Vergas immediately de­
cl a red t he existence of a s tate of war . Under cover of the state 
of war C..neral Goes llonteiro arranged to have the various ~tate 
m' litias absorbed by t he Federal ~ and hostile stat e Governors , 
deprived of t heir power, were replaced by Federal I nterventore . 
!laving thus set the ata!le , Vargas, on November 10 , dissolved both 
houses of Corutrese and announced that he would !,live a new cone tl.­
tution to Prazi l . 

It is ? enerally believed t bat the siK"ificant developoents 
leadi."'; up to the coup d'etat were arranged by Var gas, who was 
roti'lated primarily by his desi..""e to rer.ain i n power. Had Ve rgas 
not sponsored an undesirable candidate for President and had he , 
before ::ove:~ber, hindered the g rowth of the Integrallsta Party 
tl>.e pol itical horizon wo11ld not have been a s s tOI'JIIY as i t was just 
pr ior to election time and there would have been less of an ap­
p.,ren t need for action of the type taken by him. 

IJI . Vargas• position fairl v stron? as l on" as ho r eceives the 
supPOrt of armed forces. 

Perhaps the chief factor in Vargas • •avor is the general be­
lief that he , core than any other possible alternative , will be 
able t.o c.aintain caopar 3tively peaceful and stable conditions witl.in 
Brazil . He r.as already been at the bead ot the Brazilian Governnent 
lon~er than an;y other p~sident and he is considered to be a cool, 
shrewd man , and a clever politician. On the other hand , there is 
a - ener al feel:ing or resent..,.,nt against the new constitution and 
the complete re~oval of important democratic processes . ~ne l eaders 
of the Integralista Party, which Vargas disbanded imme diately arter 
his coup was successfully a ccomplished, also oppose him as do var­
ious a:eober s of t he / rmy and Navy who have been demoted by him. The 
l'eneral feeling, however, i s such t.hat he 18 considered to be in M 
invulnerable position as long as he can uintain t he sup'lart of the 
ar:ed forces, which be ha s thus far successfully done . 

IV. Coull d'etat had 11i.gnificant economic repercussions . 

Although it i s felt that the coup d •etat was l!'.otivated pr1Nrily 
by Vargas • desire to remain in power, its econOI!Iic repercussions 
were important . Since the president , by his action , placed himself 
on the defensive , be was compelled to embark upon a program deeignod 
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to win wide popular support ae well as the support of the armed 
f orces . 

l'ovi ng quickly, to eupoort hi~ contention that he had been 
hampered by political intrigues within t he legislative bodies , he 
l.nvr.odiately suspended all payments on the Brazilian foreign debt, 
removed importan t restri c tions on cof!eo exportation, called a 
state con!orence to remove s tate export t axes , created a depArt­
mont or indus trial and ar:r i cult1tral credit to stimulate Br azilian 
oc~nOMic dovelo~nt, and i nstitut ed a s tudy or various plano o! 
developin<> Brazilian iron and :llineral resources. I n order to 
strengthen and r.aintain the support or anr.od f or ces he ecbarked 
upo.n a progra:u of a=ent purchase Which, as i s l ater indicated , 
was an Jnoortant factor i n t he roin3titution or rigid exchan!e 
control; 

V. Reins titution of exchan<>e cont rol necessitAted by l!li snana~e-
,.ent nnd polit ical considerations. · 

From 1934 through 1936 Brazil had been making substantial 
prog raM i n t he removal of exchan•o con trol and by the Sprin 11 of 
lQJ? ths Sank of Brazil was holding an active balance of about 
1,'),000, 000 e terling . At t his t i me , however , t he Director of 
EYcha n• e embarked upon a policy of eelli n<:: foreign currencies 
and not only depleted t he holdil'\:;8 of t he Pank of Brazil but also 
en•aged in future contracts for tho delivery of somewhe~e around 
l.6 ,000,000 s~rline whi ch the Bank did not possess. A~ a resul t 
of t his action, t he cllreis strengthened dur~ the sw:J:ler, coffee 
~ales were unfavorably affect ed , 1111d the exchan•e pos i t i on of the 
"ank o r Brazil was severely weakened . 

':'he coup d'e~t of I:OWI'lber 10 placed Vargas in a position 
o~ de pendence upon the s upport of t he Prazi lian ar=:ed forces and 
he in:r.edia~ly embarked upon amacent ->urcha~e progr~m in order 
t o rtrengthen their 30od will as woll ae t>heir f~ting power . 
The need for spot exehan"C was conseqvontly C'.&rkedly increased . 
T• is f actor alone might not have dist urbed the exc~ market 
unduly, but , taken together wi th the weakened pos i tion of the Eank 
of Prazil, it made necessary t he roinstitution of severe exchange 
con trol. 

vr . Rigid control makes pUl"chase of exchanae difficult but 
United St.a t.es drafts !!1 ven slight preference . 

The reinatitution of rigid exchAnae control was decreed 
Ilevenber 2), 1937 . Thereafter it was impossible for anyone legally 
tA purehue spot exchan-e , i.'tporters being obUeed to wait approx­
ina tely one month after presentin& drafts in order to seCU!'e 60 
to 90 da.y future contracts. In view o! the t act th.at the l!razilian 
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1ovornment , iJ\ an exchan•e of notes l!llpple::~entary to the Brazilian 
1'rado #•r"'el"ent , col!T'.itted itsel! to rurnish spot dolla r s to im­
por te r s or •~rican cerchandise, the Director of Excltan~e was pre­
"31lod upon to accord slight ly bettor treatment to Amer i can d r afts 
t!lan to drafts i n ot her cur r encies . Utilizing t he opportunity to 
incro~Pe l ts own collection bu•inePs , t he 11enk of 0 razil , upon 
clorln" exchan~e , at pr esent rrivos epot doll ars for drafts cove r ­
in• A"'e rican ,..erch;mdise exported to • razil when such d rafts are 
•ent to it ror collection . Upon c losin" e xchan e iJ\ ravor of 
ot.'lcr drafts , ~he 'W\1- ives a 60 day rut·Jre contract. This 
60 d~~;" e.dvanta • e is g ranted only to i:!lportere of A::erican merchan­
d1 6e " t.o operate on a draft basis and is de nied to firMs operat­
ine on open account or on a quota bosh. : ven wi tit this advan­
':.&•c , 1-nortcrs of t:nericrut rer chandise n>rt wait about one nonth 
'ro~ t.he ti.-e t! e i r drafts are pre"ented for collection unti l 
~PO~ doll1u·s nre obtained. 
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The Pr azi lian Goven mont has a;! nco 1933 been purchasing all , 
r.old Ml nod domes ti oall y and by January l 9J 8 hod acclll1llllated a 
~took worth about 32 million dollars . 1'he Lirector of Exchane e 
fav~red a plan of u tilizing this eold an eccuri ty aP,ainst which 
t.o obtain a s r.ort ten loan but no definit e deci sion was r eached 
witlt respec t to any plan of action. Since a payr-ent of '1.500, 000 
rterlin~ was due in -ebnw.ry on de!l~Myers beil\1! constructed i n 
"n•lanrl Cor ~razU, t he :"razilian ~overment decided to send 

<:old to London to be deposi ted as tecurity for t his payrr.e:1 t and 
~.10 <:old was 1-cedia ~ely export ed . I n ' rzy another s hiJlf".en t of 
'he ~a.-.e ~ize wns = de, a-ain as a de posH. a~ai."!S t the de stro;;ers . 
In nei ther caee was any ofr1e1al announc~ent ~ade o~ tr~s action, 
•he ·overr-"'ent t rcati:tg the rAt~er as a ..Uiter y Fecret . I n July 
~he iovern::-.ent decided a : ain to e xport r.old worth J-300, 000 and 
Cl'ntrpl.A ted exporting all gold r ined t hereafter within !'razil. 
!'he l ot ter policy would tend not on1;! to r elieve ~e evchan e shor t­
••c but. also ~ free the Prazilian ~overfl!"ent fron the expense of 
r.oldin7 idle gold. 

'!IJI . Payments on foreirn debt suspended as a r esult of exchanae 
ehortMe and t he ;!'ailure to a rrive at n final settl ement. 

Payment of services on the !lrazilian for eign debt was sus­
pended i n 1898 and 1914 and in each cue the W'lpaid 81!lounts were 
funded snd the Govenu::ent s ubsequently contracted new loans and 
res~r.ed psorcent of t he r ervices . :ihe:> Br3zil suspended pa;ynsnt 
iJ\ 19:32 and the ; ranha plan w 85 rubaequent ly nego tiated it was 
relt 17: the Brazilian author ities t hat a final settl9l:lent s hould 
be att a i ned by the tll>e of ita expiration iJ\ ear ly 1938 . 
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The Brazilian !'ission to the United States in 1937 had 
hoped to be able to reach ~ome understanding with the A:nerican 
bondholders protective co!!l!d ttee in accordance w1 th which they 
could liquidate their dollar indebtedness by payin(: considerably 
leu than t r.eir contractual obligations. The Al::erican c=Uttee, 
o ·ever, was unwilling to accept the BrazWan proposal and the 

Prazilians attributed this unlrillingne~s to influence of the 
"r itisb over the cOMmittee . 

The g overnment was becoming aware or the exchen e shortaee 
in Autumn end when Vargas addressed the people on the evening of 
t ho coup d ' etat he stated: "The sit uation requires , for the t ire 
bein~, the suspension of payment of i ntereet 1111d amortization 
until it i~ potsihle to readj,st our obli<tetions without iir.pover­
ishing or •appL'\lt the streneth of our econo.-d.c or"aniza• ion. ·~e 

can no lont'er continue to pay o~f ancient debts through the ruinous 
orocess of contrac ting now and larger ones ••• • Pay.,ents of debt 
r en'ice were i=ediately suEpended despite that fact t:bat the 

ranha plan wo•·ld have expired within <everal months and no steps 
have yet been t aken toward t heir r esumption. 

!X. Conneneatinn l"lark t r ade with Gennnny phced on 1"0re restricte!! 
baois . 

Under the stimulus provided by Gemany•" r lan or CO!rpe nsati<n 
trade, "razilian ir.loorts frorr :; en:any havo inerea&ed until at 
prcEen~ ver.aey vlee with the 1lnited Sta toa as tho source of the 
l a rgest perce_ntaee (value) of llrazilian imports . 

'lenany' s policy with respect to F>rnzil during the last 
year see~s to have been that or ~~ing lar~e ourcbases or Brazilian 
o roducts in order to increase the quantity of compensation marks 
held by the Bank of Rrazi l. The ~enr11n11 then nttempted t o utilize 
thl s position to acquire more favorable exehan'le terms for their 
products in Brazil . At the time of reinstitution or rigid ex~ 
chan e control in Prazil, the Coman ' s were able to make UFO of 
tt.eir position, i n that Genran banks were able to extend spot 
credits on the ~asie of tut ure exchanPe eontrncts because of the 
large stocks or co:::pensation marks possessed b-; the Pa:lk of "razil. 
Icporters f r on o~r countries were not able to obtain spot credits 
on the basis or their contracts as easily since there was no l'Ueh 
1'\UU"antee or the "ank ' s abWty to "ulfill its contracts in other 
currencies . 

By the Spring or 1937 the Bank or Prnzil was holding Jroro com­
pensation marks than wne considered to be snfe . The Bank or Brazi l , 
dotonllinod to liquidate its canpensation mark holdinus, first 
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lowerod the milreis purchase price of marks and then forbade sales 
or cotton nnd coffee on a compen&ation mark l:esis . The Gem.an 
int~rests responded by purchosinr a hu"e quantity of Br azilian 
cocoa and the flank of Brazil in June suspended purchases of com­
peneation r"VIrks . Proceedine then to allocate compensation marks 
ror the Purchases of anna...,ents and coal , the Bonk reduced its 
lnn" position. It has since allowed 1omans to resume purchase 
o r co..,..,odities other t r.an coffee and cotton on a cOI'"pensati.on 
.,.o rk "-a:sis . 

J!l'pOrtant factors in the '"'razilian actions with respect to 
c"-rensation cark trade are: The eneral opposition to undue 
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•:azi tn.'"luence; tl:e feelin- tha'. Ger::'eny l"&y be reSilling craziliaa 
pro-!ucts in t he international m~rket; Acerican opposition to such 
trade . Tr.ere ia, hcr.rever, etron<t !'eelinv in !"avor of co:"lpeMatim :;ark 
tra 'e on the part of producers or Prozilian r aw ".aterials 'lfbo fea r that 
l"<!lltriction of such trade will r • sult i n t he l oss of the Gem.an market . 

T. . PlanA for establishment of " Frazilian Central I?P.nk dropped 
at the ti~e of the couo d ' etat . 

Durine September and October of 1113? the Rrazilian con~ress 
we~ concerned prin\ari ly with the dra!tin~ of a law to establish a 
r ontrol Reserve 9ank of Frazil. Although thero was some opposition 
to the establisru..ent of such an institution , mos t of the discus­
sion concerned the fonn of the law and not the desirability of 
creaun~ a central bank . \Then Conp,ress was dissolved by Pl"'siden t 
'.'rreu, t.he establislutent of ouch an instituti on wae de pendent. 
rol@ly upon tl:e fee3.in6s of h1lll and hit< edvisers. Although t he 
" l nirter of !'inance definitely ~avored the creation of a new central 
~ani' , other of the ~sident' r advisers felt t~.at the Ba nl< of CruU 
wa~ 'tetter sui ted to the needs of r ruil and opposed the establi&h­
r-ent of another insti tutior. . The opposition of t he la tter, c:od>ined 
witJ• exchan~e dif!"icW.ties and the feel in!! that there really were 
very few assets ..-hie!: coul<i be turned over to GUch a bank at that 
t'•o , eecn to have sidetracked the pro~oct • 

., Chan-:e of coffee policy t rl!\1!~ favor able results . 

Ever since the collapse of tho coffco valoriZation schen:e in 
1929 the BrAzi lian Government has burdened coffee exports with re­
strictions and taxes for the purpose of nlllintllining its price on 
the world market . f!y Aut\lll'.n of 193?, however, it was felt that 
" razil wae bearing t he burden of a plan which was benefi ting onlY 
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her c mpe t i tor s and r.enera l opinion was cominl! str ongly to favor 
relaxlltion of the r estri'cticns . One of Vargas ' fi-st acts , alter 
hl ~ su cces~ful coup d ' etat, was tha t of removi"S a substantial par t 
of the burdeno pl aced upon coffee. Government pur chases for t he 
pvrpoce of supporting coffee prices intorne.lly we r e stopped and 
the ~oneral enphllsis 'IISS placed upon tho stirulat ion of eroor ta­
tion . Altllou"h the price of coffee dropped substantially ;,hen 
the rcr-tri ctions were relaxed , Prazil has exper i enced a lar<;e in­
cren!o in tlle quantity of her sales . The apparen t results of the 
now policy ha\1! been particularly ple&Sil\'! to bruilians 1-ecause 
•t.e co!foe ~ales o! h<>r coq>etitore have declined dur ing the ea:r:e 
period 8lld the·• feel that tr.ey are re aining !!J'OUJ'.d lost by the 
policy o~ undtte reetr~ction . 

v•y . Pooular reeling favorable toward the t:nited ~ tates . 

lltlrl n't his stay in - r a zi 1 the writer J'OCOi ved the ill'pr essi on 
th• •. the r razilian• as a people fe el •.oery f r i endly to:fard the 
"ni ted >.ate~ and t hin<;s t.merican . !'he rtan on the street thinks 
o~ u~ as >oinn very wealthY and buyin~ a major por t i on of Prazil•s 
roffoo l he is fond of ~eric&n rrovies which • xert a po~·rer "ul 
ravo rnble influence there. En!Jll en is comin~ to r eplace French 
a~ tl.e l an<n>n e to ~e rrastered by the educated classes and students 
nt'!l hopil\'l to co!l'e here to dudy whore before , I am tol d , thoy 
tltm•~ht only or ~oing to Europe . 

Ar-onv. the ir.!'Or tant govorru• ental advise r s there is a Sl:\811 
pro-Jr>eri can " roup which is inclined to treat IF"erican interests 
with special considen-tion but , ee 1:'.8)' be iltagined , there are also 
r roupe wi th opposite poio~s of view. I t is felt , however, that 
ch01 l d the United f tates 'Oovem:r.ent exert preeeure in order to 
ot>t~ln r-oJ'O favorable exchanee treattent or greater concessior.s 
•or '•crican export•, it 'IIOI'ld probablY be succestful. 

'ICTI! . r .... lltandards of achiev"Tlent an l..mpor tant factor in erylain­
l-n• ~•moral Frazilian failure t o proeJ'Osl! , 

t f ter living in Brazil for one :yea r , the wrl ter has co, e to 
feel that ho understands more cleorly than before t he reason for 
t he lt'eneral failure of thllt country to pr og rese economically, and 
in other directions, as r a pidly as might be expected on the basis 
or generally understood fac tors in the Fraz111an llit uat ion . Al­
thou~h it obviously is not the cO"lplate explanation of t he sit ua­
tion , the writer was impreeaed by the yeneral lack of high standards 
in o:ost undertakings of a serious nature . IJ!Iportant decisions see:o 
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to he OBde on the basis of superficial study or inves tigation and 
little effort is involved in bscollling an e1<part or writing a book 
or report in any fiel d . Men of little competence are often pleced 
in itllportant positions and tend illlmedia tely to ronmll.ate plans to 
rovise col'lpletoly the manner of conducting the affaire of that 
office. The educationa1 standards are low and the percentage of 
illiteracy h18h . Combined with theeo factors ie a happy-go-lucky 
attitude on the part of Brazilians about the cour~e of events and 
a reelinl' that nothing is to bs tal< en too eeriouslJ'. i'1hllo the 
letter is in C!8ll3' r espects an adcirable trait, it does not make 
for rapid progress. Rea11Zine that the answer to the pf'9bla: is 
not silople, the writer wishes nevertheleee to call attention to 
the£e factors •~ il>portant elesoonta in the explanatioo • 

• 
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Septellber 15, 1938 

Discussions with Can•dlan ltln1ster With 
Rtspeot to JkrH pg of Qanad1 ap Lua!ber 

Saturda;r .ol'lliq, Septellber 10, Assistant Seoreta17 Tqlor 
oalled llr. J'ohnson into hi.s office and stated that he hed been in 
coJIIl!IIDieation (by telepbons, I bell..-e) with the ltln1ster ot Canada, 
that the ltln1ster ot Canada bad •de a particular point of the tact 
that be was collllllllieating with llr. Tqlor without the kllowledge ot 
the Depart•nt ot State or the personnel in his own Legation. The 
111niater stated that be realized the irregularl1if ot hi.a action and 
therefore desired that it be regarded as confidential. Be regarded 
the irregulari t;y neeesS&%7 because ot the urgen"T ot the request he 
wished to make to the TreaBU%7. That request was that the '!'reaa1117 
DepartiiiiiDt explore with the most q.pathet1c consideration the poe­
aibllit,r of special •asures to relieve from the marld.ng requirements 
ot Sec. 304 of the Tariff Act ot 1930, as &llended by Sec. 3 of the 
CUstoms Adllinistrative Act of 1938 (Public, llo. 721, 75th Congress) 
shipa>nts of ltlllber fro• Canada now held at porta of ant17 in tha 
United states or in transit thereto . 

llr. Tqlor stated that he bad advised the Jt1nister that ha 
ns about to leave l'ashington and hed referred hi.a to llr. J'ohnson or 
11r. Gibbons with a promsa to acquaint one or both ot thea with the 
Jlin1ster•s problem. llr. Tqlor prollised the lliDiater that llr. Gibbons 
or llr. J'ohDson would get in touch with the llinister llondq 110rnillg. 

llr. J'ohnson expressed the view, with which llr. Tqlor agreed, 
that llr. Gibbons should be the one to talk to the Jlinistsr. 

l!:arl,y llonda,y 110rnina: llr. Tqlor1a secret&%7 called llr. J'ohDaon 
to sq that the Canadi•n lliniater ws Ye%7 anxious to get in touch 
with hia in order to ake an appointll8nt to diaCU8s the subject ot 
hi.a connraation with llr. '!'qlor. llr. J'ohnson called llr. Gibbons 
on the telephone as soon aa possible and acquainted hia with the 
substance ot hi.s talk with llr. Tqlor on Saturdq 110rDing. Be asked 
that the Canadian llinis ter be advised that ha would see hia at 3100 
or 3130 that atten>oon. llr. J'ohDaon eolllll:lll.1eated this intoration 
to llr. Tqlor' a aeoret&%7, llho transaitted it to the (len•dlen Jlinister, 
Uld the appoint•nt with llr. Gibbons •• arranged tor 3100 o'clock 
llondq attan>oon. 

At llr. Gibbons • requut, llr. J'obnson went to hi.l office 
1 iiatel,y before that hour to bring hia up to date as to tha pro-
viaiona ot the law and the regulations. llr. J'ohnson theD waited Ollt­
side hi.a office while be talked with the llin1ater, and attar the 
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Jl1niater1a departure llr. Johnson tal.ked agail> with Mr. GibboDe &Dd 

U&rDed tbe subat&Doe or the Jl1nieter•e propoeal.a . At llr. GibboDa ' 
request, Mr. JohDaon prepared a ae.,r&Ddua or adrlce for the Jl1niater 
cCJGcendDg hie propoeal.a , which he o1eared throllgb ae 011 Tueadq 
.. ndllg. 

1t Sal8 p ... 'ledDaadq I outliDed to Mr. Ollpbnt the d1acua­
oiODa which the TH&8111'7 Dapa.rt~t baa had with the C•tD•d!on lti.D1ater 
with respect to the -.rldD& ot lual:ler. I adrlaed bh it waa .,. lllldel'­
at.andh& that the state Dapa.rtaent had no knowledge or theae d1acua­
a1ons , aDd that ther,r ware to be kept abaolute:Q- aecret. 

I told hia that the C&D&di&D lO.niater tirat approached Mr. 
TeTlor, 11bo prollised bh that either llr. Johnson or Mr. GibboDS 
would co_.ru.cata with bh. Mr. Gibbons requested a ae.,r&Ddua or 
adrlce oo the -.rkiq or l u.ber troa ltr. JohDaon. Mr. JohDSon pT+­
pared the ae110n.Dclua attar d1acussin& the attar with ae , &Dd I ap­
prond it aDd tr&Dallitted it to Mr. GibboDs. ltr. GibboDa telepbCIGed 
Mr. Ollph&Dt 'ledDeadq a t approx:iata:Q- l0a40 &Dd requested bh to 
perldt ae to la&Ye the atatr aeetinc aDd co_..ucate with hh 'qr 
telephone. I called Mr. Gibbons at lOaS8. Mr. GibboD.s aalced ae to 
aae the C&D&di&D lti.D1atar about the mrldng of luaber. I telephoned 
the Canadi&D Minieter and had a conference with h1JI at 12 o•clook. 
Mr. John sOD &Dd llr ... rch&Dt llahoner,r, Co ... rcial Counselor of the 
Canadian Legatioc, " " also present at the conference, which n a 
deTOted to I di&OUISiOD or the legal requireaants of the -.rkil>g Of 
Canadian luaber • 

.la soon aa the above facta ware brou&ht to Mr. Ollph&Dt' a 
attantiCJG 'ledDaadq atte:mooo, ha directed that all aen 1l> hia da­
partaent eaaae to han eD:T coanect1011 with the aetter until it had 
been broU&ht to the at tantion or the Secratru:T. Be also telephoMCI 
to Mr. Gibbons &Dd ateted that he wanted it clear:Q- underatood that 
he bed no reepODa1b1ll~ tor the conduct or the d1acuasiona, and SU&­
gaated that, if he ware 1l> Mr. GibbODs ' politioo, he would not proceed 
t.DT f'llrther without the appro'O'al of the Seoret&r7. Be etated that the 
personal relatiODehip or the Secret&rf and Mr. Hull lligbt be 1n•o1Ted. 

At lla3S a.a. todq I handed to the Seoretarr the t wo MilO­

rand&, dated Sapteabar 1.4, 1938, conriDc tha d1acuaaioca with the 
(!epod1An lti.D1etar with respect to the -.rldD& or lual:ler . .ltter 
read1n.g thea, he at onoe called ltr. Rllll, repeated tha aubatanoa or 
the aa110renda to hh, upl.Sned that the attar had juat that lli:auta 
coae to his attantioe, and apologised tor the raot that the THaiiUI7 
Dapartaent had aHn the C•nedJ•n Jl1niat er without the knowledge ot 
the State Dapart-t. Be stated that it n e the pollCT or the 
Trea11Ur7 Dapartaent not to aee rore1(111 reprasentatins without the 
knowled&e &Dd oODaent or the State Dapartaent, and that ha •• 

3S 
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•tioulous 1D seeing that this policy waa observed. He said that it 

was his 1Dtention to telephone the OaluldiaD llinister and outline thie 
policy to hia. llr. Bull expressed grut appreciation of tbe S.cret&J7' • 

action, a:ad b\I&IUted that he e~cated 'lith llr. Sqre 'becaoaa of 

the trade neaotiatiollS 1fbich were beiDa carried on b.r llr. Sa;rre 'lith 
the United ltiDgdoa and 04Mda. llr. Bull said the Canadians nre 

'backing ue up against the United lingdoa on luabor eonceseions, and 

that n did not want to cross allY wires or to ott'end the Oanadi.alul . 

!be S.cret&J7 atated that he would do this. 

The Seoret&r7 telephoned llr. ~e and repeated the au'betanee 

of the a'bon p&regrapb to hill. llr. ~re requested that I see h1a 

in his office at l2zl5 p . a . today to diseuse the -.tter. 

At l2al5 P••· today I saw llr. Sqre at the State Depart .. nt. 

llr. Alger Hiss and llr. Huldna were also present . !be state Depart•nt 

took the rlew that the action or· the lliDister was higbl,y irregular, but 

that inasaucb as the su'bjact matter of the Minister's discussions did 

not involve allY question of 1Dternst 1onal negotiations, tbe Tresaur,r 
should contiDue ita diseuasions. llr. ~ stated that it the Minister 

had approached h1a 1D the first 1Dstance he would have sent the Minister 

to the Treaaur,r 1aoedi&teq, as the questions that were rai .. d were 
pureq of tecbnicsl &ignitieanee. llr. Seyre auggestad that the !rea•Ul'7 

Departaent aight wish to intora the CI1Mdian lliDister that the State 

Department bad been adrlsed of the transactions . 

I returned to the Seeret.aey ' e ortice and intor!Ed hill of the 

abo'"' discusdon. l!e telephoned llr. S.yre 11hile I was present and llr. 

~rc stated the above rlewa to hi&. The Secretary reiterated his 

views of the policy or the Departoent, ond added that he 1Dtended to 

advise the Canedian Minister or wbat bad transpired. I told the 
Seoretaty there were two news on the latter poiDt . There 1a a rlew 
that the Canadian llinister llhould know that the Treaaur,r Depart•nt 

does not conduct its diecusei ons with foreign representatives without 

the knowledge of the State Department. There is also the rlew that 
we should, 'before coawnicsting with the Canadian lliniater , escerteiD 

the 'basia of llr. Taylor's action; that I had onq hearsay knowledge 
or llr. Tqlor' s relatione 'lith the Canadian Mini,ster, and added that 

I thought we should follow the first course . 

I also told the Secretary that I had been informed that the 

Canadian llinister bad telephoned ae eevero.l ti.aes this aorning, and 

that he also talepboned llr. Gibbons and llr. Johnson and was unable to 
reach &ZIT or UBJ that he hnd thereupon left word with ., secretary that 

I need not 'bother to c....m!csta with h1a and that be could not be 

reached thia afternoon. 

37 

Regraded Uclassified



-4-

'fbe S.eret&l7 talepbcaed Ule Can•d' en llinbter and told Ilia 

tll&t the attar ha4 tirat 'bHn broupt to hie attenUao earq thie 

801'1Linl and tll&t upoo hie inetructiou all actioe liT fra1Ur7 e..UCITM8 

with respect to the attar ha4 been eupandad. Be etated thlt he ha4 

diaew~aad the •tter wiUI llr. Blall, and that llr. l!llll and be ,..... 

eaUalied to han tha diaouaaioea coetimue. The (!anedhn llinieter 

stated tll&t be !mew hie action aa hi&hl;r i=egular and that a!'ter the 

diacuaeiona had been concluded he intended to apologise to llr. Bull 

tor not conaultinl Ule State Departeent in Ule !iret instance. 'file 

S.cret&l7 aaid tll&t he felt that he ahov.ld intora til& (!an•d1an lliniater 

tll&t the tre•SIIl7 Depe.rt.ant could not diaou .. •ttera with !oreip 

representatives without the Jmowladae or Ule State Depe.rt.ant, but 

Ulat the State Departant bad now been apprised ot the 0011nreat1on 

and i t w:ae entireq agreeable to both Dep&rt.enta tor the diacuaaioea 

to continue. Be stated Ulat llr. Cairns would be uall.abla at &IV' 

t1a this attemoon to continue the discuaeiona with the C&Dadian 

Jl1nie ter e1ther at the fra1Ur7 Departeent or at the Leptice at Ule 

pleasure or the canadian llinbter. 'file (!an•d! •n lliniater upreaead 

areat appreciation ot the S.oret&z7' e attitude. 

The Secret&J7 requested • to return p~~ to ,.. ottice 

in order to be able to recein the canadian Jl1nieter•a call. At 

l tl5 P••• the canadian lll.niatar telephoned a and repeated Ule 

apolo&iea he offered the S.oreta17. Be added Ulat be intended to 

call 11r. lll1ll to80rrow and apoloc;be perecoallT. 

38 
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PA!W'IDIASI 
.#f-44 

.o. Ue5, lleptellber 15, U a. a., t'l"oa Parte 

Seotioa Oae. Oont1dential. All oirolee 1n r.ranoe 
w1tb the exoept1on of the Oo..uniete, other asente of 
the Rueeian OoTernaent, and oerta1D Jne haTe reoe1Ted 
with 1ntenee eat1afaot1on and a ral1ef wh1oh Tergee on 
y.iet7 the newe of the Br1Ueh PriM 111.D1eter1 e Thit to 
Hitler. 

Pert oouenh 1D an extreael7 aoiU' -er 1D the 
Oo~ht nnapaper %)a ID•pntty, but %)a Pop!l•tre, the 
Soo1al1et paper, hae an ed1tor1al b7 Blua T01o1n& approTal 
whole-heartedl.J' . 'fhe reaa1nder of the r.renoh 'prua gtne 
applauee. 

Naturall7 the rore1gn Oft1oe 1a del ighted. !o aeOIU'e 
1ntenant1on b7 Ea~d 1D the Ozeohoelo'Rk b1&att.e11 hae 
been the pr1no1pal objeot1Ta of Bonnet'a foreign pol107· 
!he Br1t1ah had oon111tentl7 deol 1ned eeriouel7 to bee._. 
1DTolTed before Bonnet and Dalad1er oaae 1Dto oft1oe. Ao­
oord1n&l7, the pereonal T1e1t ot O~eohollOTakia to Hitler 
11 a pereonal tri\llllltl for Bonnet, who 11 &leetul. Ae re­
ported in rq brief telegr&ll laat n1gbt to the Departaant, 
upon f1n41n& oonTereat1on with Mr. Keeeerea1th uneat1e-

\ 

faoto1'7 due to etaUo, it 11 felt b7 Bonnet tbat there hae 
d1eappeared the perU of general war 1n Europe • • 

It 11 not true, •• otroulated b7 the preee 1n rruoe, 
tbat Oballberla1n1 • Tieit to R1tler ne euggeeted b7 Dalad1«r. 
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SECTION a 
.U reported to the DepartMnt by ae Cblulberla1Jl 

waa oal1ed up on the telephone by Dalad1er All4 "'W!r lll&eetlil 

to hlm that there be a oonterenoe ot French, Britilh and 

German representatives. Hie talk with Chamberlain waa 

hisbl7 uneat1a taotory beoauae ot D&ladier'• not knowing 

any Engl1eh and beoauee ot the imperteot ltnowl edae ot . . 
the French language which Chamberlain hae. .Ul that' waa 

known by Bonnet yeaterday afternoon wae that the Brithh 

held the Tiew that there should be held eome sort ot 

conversation with the Germane. About 9 o'clock laet 

night the Brit1eh Ambassador told me that h e had only 

told Dalad1er at about 8 o 1olook ot Ohaaberl a1n 1 e in­

tenti on to go to Berohteegaden to v1e1t Hitler . 

It ie eure that any arrangement which ~ be poe­

Bibl e tor Ohaaber la1n to make with Hitler will have the 

support ot the French Government. Ae pointed out b)' me 

to the Department repeatedly 1n my telegraae e1noe early 

laet Kay the eole reason t or the French read1ne11 to make 

war tor Czeohoelovak1a 11 beoau .. honor 1a involved. It 

18 telt here today that that point ot honor will be taken 

oiare ot OOIIJ)letely by Cblulberla1n and that 1n the eyee ot 

the P'renoh people their Governaent w1ll be Juet1t11d 1n 

tollowing hle lead an.d eo will the world no aatter what 

' 
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tb&t. lead -., be Nl4 bowner bard tor t.he Oseoh au­

thor1t.1•• t.o •wallOY· (End &eot.10D 8) 

BULLI'f'f 

4S 

Regraded Uclassified



aa!IOI :5 

1tA7 anal;ra1a ot J'renah opillion IIWit take into aooount 

the tact that the nuaber ot people beUert.ng that l'r&DOe 

Should tight to maintain her traditional preatige and 

power in katern and Central ~pe haa grown atead11)' 

leBS during the put 7ear. Aaide troa Paul Jle7fte&U 

and a aw proa1nent official a in the J'renoh J'oreign Ottioe, 

there are allloat no ind1T14uala 1JI influential pol1t1oll& 

'llbo &till bel1ne that J'ranoe lhould go to war to aa1nta1n 

thls traditional polio7. KoreoYer, the conrtction 18 now 

general that the !reat7 of Verea1llea 11 one of the moat 

atupid doouaenta eYer .written b7 aan. !hls ia not , ot 

courae, admitted b7 aen like Kandel, w.nO &hare re.ponai~ 

b111 t7 tor 1 ta p1'01'il1ons. Daladier and Bonnet both 

temporar1l7 wrecked their careers b7 fighting the ~at7 

ot Veraa1llea and telling the truth when 1t was unpopular 

to do ao. Both are oonrtnced that the 'l'reat7 muat 

be rertsed and at bottoa regard a change 1n the Oucho­

•loYak State as a neoe11ar7 rertaion, - a ~eoe1elt7 

11h1ah the7 pointed out nearl)' twent7 7l&rl back. 
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dcnOIJ. 

ror eDIIJile . I· wae told b;r D&lad11r enel'&l dl;re 

ago that Mandel ud he had had quite u &rSQMJlt. llaD4el 

bad wanted hia to aobil1&e the ar-.r but he had Mftla&wt 

the arsu-ent b;r tell1ft6 Mandel that he had no intention ot 

aaoritio1Dg Franoe 1 e entire ;routh Juet to wh1tewalh the 

oria1Dal a1etakee that Mandel aDd Oleaenoeau, hie tl'1eD4, 

and the other aembere ot the big tour had oo.U t.ted dUI'ing 

the peaoe oonterenoe whioh wrote the verea1llee treat;,.. 

Recently both Bonnet and D&lad1er haTe t old ae that 

imed1atel)' the O&eoh bue1Deu ie eolnd it ie their hope 

to oouenoe negot1at.1one duigned t o unite in real trieDd­

e.h1p France ud O.rii&D)'. It 18 hoped b;r thea that t.hl'ougb 

theee negotiation• there would result cooperation between 

France, England, It.al;r and Gerii&D)' aDd that there -:r be 

eatabliehed peaoe in Europe. !he;r now hope that the Hitler 

Chaaber la1n OODTereatiOD II&)' be the oo .. enoeaent Ot th11 

negotiation. (End ot telegraa) 

BULLI'f1' 
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Secretary of State, 

flashing ton. 

469 

934, SEptEmbEr 15, 2 p. m. 

Yr 929, SeptEmbEr 14, 7 p. m. 

GRAY 

London 

DatEd SEptEmbEr 15, 1938 

Rec 1 d 11:10 a . m. 

Lloyds today decidEd to exoludc war- risk from 

marit~,~ insurance and votEd to g ivE usual 48 hour 

noticr. to this EffEct. 

This means that thE insuranoE . companiEs , under 

the terms of a gEnEral policy, \1111 not be responsiblE 

f'or losses dUE to war . War-risk insurance now becomEs 

a matter to bE handlEd 1n a separate policy, at terms 

to be negotiated 1n each ease . Other coveragE is not 

affectEd and thE old coverage applies to goods now at 

oca. . 

Simultaneousl y with ito dcoioion to treat war-risk 

1nouranoc scpo.ratcly from gtncra~ covEragE Lloyds also 

decidEd to abolish "open covers" . Under this plan thE 

QhippEr ho.s been abl e to secure automatic protect ion 

up to a certain amount as part of' t h e tErmD of his 

policy. Henceforth thE amount to bE covered, like 

war- risk, 
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war-risk, bEcomEs a mattEr of individunl nEgotiation. 

Lloyds action brings to a olo~E tEmpor arily a t 

lEa~t ~c efforts made to otabil i z£ uar-riok insurance 

oinc£ t hE outbrEak of thE Ethiopian ~ar in 1935 . ThE 

mo.rkEt i~ now very chaotic, uith r a tEO ahcming ExtremE 

variationo for thE oamc tradE . 

Tbc Chairman of Lloydo, Who yc otcrday f elt ~~t 

thE l i ltElih<-od of ,·,ar woa a "tooo up·' , todcy feels t hat 

thE oituat i on io "sli B)lt ly bEtter" . Lloyda ' a ction i n 

\litbdr awing nar-ri:lk irouroncE, honEVEr, indicates 

~orE El oquEntly t~ wordo thE gravE view of thE oitun­

tion t o.lccn by thooE who havE bEEn dcocribcd as "thE 

amartEot guesser a in the norld" . 

PlcaoE odvio E United StatE~ MArit imE Commission. 

KENNEDY 

KLP:DDU 
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NC 

Storctr.ry ol: StatE 

1!ashin3ton 

937, Jc9t£mhcr 15, 6 p .m. 

Q:V.Y 

London 

Da tl: d St::>ttmba 15, 1~30 

?.to 'd 2:32p . m. 

FC'": :~!::::. :·-r£ D Oll BU'l'l''CR :C.'"l'Jl: , 

Tl E Ci t; he a rrootcd f\:. vera bl; to C~r.~balain 1 
o Ulitia­

ti vt in orrcm5itl5 a m.t£ ti~ ni th :1itler , 'Jhilt it rc3ards 

the a tmospcl tr£ as 1 csa llE nacinG the ft tli ng of gr ove 

caution rcnoins , All Britiah sccul'i t1 co havE improved; 

war loo.n , for cxe>mpl£ , cloaif1!i c. t per , 

TJ· c d ollar bas been crrc.tic; opening dealings ' .7 El'E 

a t obo~t 4, 82!, the lou point of the day, T~t British 

authorit1t3 o;cvt support at varying levels e nd the dollcr 

closed c.t 4 , 80 5/8 bid , De~1nGa have not been as l~ge as 

ycatcrday. 
Notice of ttrminct1on bas no'.l b een ocrvcd on all JJlo;do 

1 

wcr - r l.ak open coveragE contraota an~ mc.ritimc 11ar-riak 

inourc.noc c o.n only bE obtc.intd by direct ncgotiat1.on in each 

1nd1viduc.l instance. Thl:rt 1o, of. courot , no uniformity of 

rateo , Covcrc.gc of gpld oh1pnento to Nt\1 York which formerly 

11cre c.t t !!£ r e tE of 6 pence per hundred pounds is no\1 being 

quoted c.t rrom 2 ob1111ngs 6 pence to 5 ob1ilinga ar not at 

all c.nl c. !>Creel poat pc.ckc.ac of accur1tics much forccrly 

-gent 

• 
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NC - 2- l:'937 from London, S Eptcmlltl' 15, 1938 

n cnt ct 1 o::illing no\'l cooto fraa 5 oh1.llinz!l to 1 0 !lhill:L n,:;o . 

Should tl::.'-" !l t:JtE of nff::>.ir o c ontinue , if it dOE!! ::to-:> 

priv~tc Gold arbitrczc al t onctb£r, it \'lill at lEnot lini t 

t he ~.r.~ount d ecidedly bEcnunc cnc'! c rbi trngcur mu::~t obt::.in 

inourcnc £ f~c~liti£::1 before ~ht ll o'clock fiXing . In ~£ 
circumotc r.cco t~crt ~o bctn c tendency to crcctc c ncn 

gold !)Oi nt of •: .• 34 . 74. 

KL!' 

ROC 

' ... 

... 

l;EN'r'EDY 

' I ... 

' 

• 
,I 

' 
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C1o .. ~. 15, 19)1 

OOUI DLD Ill LOIID<II OOUI IIlLI) Ill AJII!IIIWI 

.179 ,lloo. 000 $11,000,000 

arr~ for follow1DC ehipol 

Sa111y St...ahip -· ....,..., 
Sept. 16 Preo. llar41BC $10,700,000 • 
Sopt. 17 Br1ttan1c 11,000,000 

Sopt. 17 Chupla1A 10,000,000 

Sa p t. 17 11"" Aao\e~ 
11,000,000 

Sopt, 21 Jlo..-..41• 11, )00,000 J 

Sopt. 23 llalllla t \aD 11,}00,000 

Sap \ . 24 Par1o 11,000,000 

Sop\. 21 ProoidoAt KooeOTo1t 10, }00, 000 

Sapt. 21 Q.Goon llar7 6,000,000 

Sopt. }0 Georcto 6,000,000 

.,.,,600,000 •u ,ooo,ooo 
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·" ao• t~ ~• BUlk ot ~~ roproa•taUYa ouo 
to aoo ... 'r!Uo r epr .. enatho oUt lao to 1ZIIII.IpPJ o•• 
tlla atatc•t tbat the Japaneoo 1r111 alto ntla Oorlluy 

and U&ly, .. pootally ailaoo lao toOla lab on CICMIIltzy llu 

boon quito otrouaopoot 1Jl tho pro-t oihatt•• Ia llo 

opinion 11ho BrUhA will find a -Y nt, whid aaf ield 
to a ro&l turning po1Jlt in tllo wllolo ot tnt-Uonal 
attatra. 

I II.& Yo ll.ad taU: a w1 til. a nuabor of 'Y o•tral bank­

inC triad. Soao ot th• ll.aYO Mpbuho4 t o M wll.at u 

1nflueoo tll.oJ tll.illk tho f1nano1al aopoot ot a wu llu 

11.&4 on tho polloy ot tbo Br1Uoll. In thoir op1n1oa, tll.o 
Br1Uoll baYo bo• ollootocl by tho rooont fl1clat troa tho 
poWMl, tho alaor1ty 11'1th 11111oll. tun~ II.&Yo bee taltoa Old 

of Lcmdoa by otorl1q bloc aoaboro, put1oul.arly 11ho 

8ou41aartaao, aatl tllo larco aaoum ot pltl wllloh, ao a 

ronU ot 'hooo dnolopHatl, )lao boon off1o1ally loot 
to Groat Britain. fla10o ft1oato point out taat o1aoo 

•t•u•-. 'hu •• weak botoro a wu Mt nanot, 
oiaoo s...-• npoa41 twroo aro 1Jl rtow 1t tll.o prH•t 
rate of rouauoat 1o to 110 ooaUaetl, a1aoo tore1p tr&U 

1o 
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18 ia.oreaaincJ.y ba4, aDd ainoe there 1a no pree&Dt poui­
bility that funda could be borrowed fro• the United Btatea 
aD4 J'r&Doe nrt-rt would be at lean te.porar1ly a weak 
ally from a financial point of •iew, Britieh etata .. an 
who Wld.erat&Dd fiD&DCea aa well aa Challberl&ill doea will 
go far to a•oid a oonfl1ot which, not oounUn& huu.nitari&D 
considaraUone , would ae&ll auch a great financial under­
taking and r1alt. 

!hie "aning at a quarter of six the J'renoh atab1lha­
tion fund baa lost between 150 and 200,000 pounds on balanoe 
for the day; this morning it had gailled 90,000 powade. 
The British stabilization fund had loat on balance the 
equi•alent of $10 ,000,000 by four o 'oloolt thi.a afternooll. 
In my frielld' a opiDioll, Friday would ha•e wi tne88ed real 
p&D1o on world aarkeh 1f Cheaberlain had not decided to 
•ia1t Hitler today. Under the present oirouaai&Doea, 
there 1s baUer aent1aent 1n Paria now. The Bept•ber 8 

statement; of the B&llk of J'r&Doa showed dieooah up 
1,~ ,000 frcoa, oo•erase 45.89 •eraua 46.44, &Dei &D 
inoreaee 1n o1roulat1on of 1,200,000 . 

DD OJ' dSIW)I. 

BULLIT'f. 
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F£01:AAL. Rt9£RV£ nANK 

OF' NEN YCR)( 

- C ORRESPON DEN CE 

COinDm~ JILU 

DAn: _..,, .. II' 11, liMo 

Suw ,T_ !ILIPIOII COflaiAIIOI Wift 

lAIIt OJ DOLAIID, L, w, Kaolre 

llr, Bol\oe oall..S at IUIO P••• th., ~d had rather a 

d1tt1cult U•• todq 1111d ~d eold a total ot tla,eoo,ooo. the tan 

wh1oh had probabl)' 110n to 4o wUh the n.-... ot the 4ollu •• 

t he deotl1011 ot Llo7da to oaaoal all war 1'11k altu••• 1.a cmanl 

polloi .. oo•el'i.Dc cold lh1s-mt• aad, a\11 tunher nottee, '9 . 

nih war 1'1111t 1.a.urmoa aepantal7 at bieber J'atea. Aa a ra.uu, 

war 1'1111t 1.a.aranoe 011 ahip.mta tollorrew ha4 toQr b- Wl'it\1111 at 

t he rata ot 11 t4 ~U.S with t he old rata ot tel. the •arknta 

oapaoU7 tor t'llnher 1.aaurmoe, he thoucht1 would be ••IT aall 

end turthar d"alop.mta woald clepmcl 011 nawa on \ ha polittaal 

al\uauoa, !h., wan •tehillc \ha dtuaUoa at t he belt wUb a 

creat deal ot 1ataraat IDcl ha4 take the •attar up •Uh the !rii&J17'o 

1.atmde4 to ani•• at -• arrmc•mt llb1oh ~d eaeoth 

the out1011e would dep1111d 011 tbat the OoYII'IIIIIIIIt wa 

he •• tl7'1ac to toNe a ••IT earl7 cleoidon 'lti1Cib 

cable colcl to be ••• about wHh heedoa. I alllted did be 

that the BrU1ab ao...-mt woald taaure cold ab1p.mta bat 

ton manred be cl1ett aow eat th., -• w1111ac to UDdft'tlllte, 

1DQ1dn4 ee\har " bad a1..,1 1A1111nd cold tblp.•U aca1De\ 

1'1*• aacl I ooaft•ldo 

the poa1Ua wa a d111'11111U ae, Jloltoa 0011\i.Jnled, m4 

~ett •* Ill M do ~ IIOJ'e th- .. ha4 doelo lh., 

bowwer, be ant~ U •• tlftld OIJ'IJ a lt ..... ,..,. tM.- · · · 
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FEDERAL RES!i!RVC BANK 

Otr NEW YORK 

-E CORRESPONDEN CE 

COIInOJII1'UL nLg 

1.. 1. ID.ollot_ ______ _ 

I 

o ... n:._bpt•bor 11, 11-. 

SUIIJEC.To !ILIPBOW.J CQUJUj!JOI GD 

IJIII: Ol II OLd ll. 

n en1na, u u~aal. I aa1111rod ll1a that I ••• contt4et tbd tho 

tnasul')' wou.ld want to tuo cuo ot the aarltet here aunl7 Ulla 

atttrnOOD U aDT\h!Ac b.appee4. It .. hac! to hko IIIJ' ltqo ..._t 

ot atorllAa •4 there ••• -o tooliq hero obcnat our tutq 80N 

10ld 1D LoacJDa, bo 1101lld \Uo tbo poa1Uoe ••or tr.. ••J thtt' ••1• 
tl'J', u tar •• poaatblo, to r.Uwo our eo.l:ln;r. I r.,Ue4 \hn .. 

approoiatod that but that I could \ell bia that U na tho pr .. •t 

1nt111Uon to Oal'l'J' oa naotl:r aa borototora ao~t that wo woaU 

probab~ ••t to •dJ•n tbo pl'ioo ot our cold oll'dor t.o tho biabor 

Wa!' 1'1* pr.t•• lo felt that at todqla 1Deroue4 pr•1• .. 

should PIT 14.'71 1Jlatoa4 ot &4.'1'r. lolal<l that 1Jltor1'oro •Ub bh 

plea~ lo1toa ~Uo4, .... • I ooat1Jlue4 that wo oo1llcl OIDd 1118 

• eablo toa1cbt a4Ju.ua, Hr prieo 'lbhb I Mid na GMtl:r wlln 

t ho a arltot bad doDo 1a I.oacloD tbia aoftltJla 'lbe, at t1ldq, it •u 
tor tho ~•olet ot ..._,... that, Jloltoa ~<1, •U~ tb• 

an<l rop .. te4 that tbo aattor wu udor d1acnau1oa DOW u4 thtr wore 

tl'J'1na to cat thla th1Dc .-ootbo4 en. 

' 
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CONB'IDBIN'l'IAL 

MIUTA.IIn' ..,., I q IMVWIOM. ... 

-~......-oN. D.C. 

Q.2 

JJ( 

S.pt-a.or 15, 1938· 

IID!OJW!Dtnl liO. 12 FOR THE CHIEF OF STAFFt 

Subjoot, The present European situation to 
midnight, September ~15, 1938• 

ID a oab1o r..- tho Military .&ttaoh<l in Prague, dated 
5•00 P.JI., September 14, 1935, certain uniloportant troop IIOtoaenta 
were reported, Tho ro•indor of tho doepatoh paraphrased io aa 
t oll<>nt 

• • • • The frontiers are guarded by polioe , oua­
toma and finance guards , alld probably by frontier 
battaliona. 

"I intorriewed G-2, who ol&iJU that tM Sudotena 
had been u.ed by tho Ge.-na by 1111ana ot ahipment or 
a.nu whioh h&4 boon camoutlaged aa toodatutfa . o.2 
turther olU..cl that center tor orsaniu.tion or clia­
turb&Dooa io in So1b. Throughollt aouthaaat Siloaia 
and northa&at .Auatria Geran torooa have boon a ligbt-
17 aupoentod ohiotly in air uni ta, ID the Chollll>.i ts­
Droadan area there hao boon a .. u ""'ohani&od oon­
oentration. The roao1ution or tho O&ooha to 4aton4 
the nation haa undorgoDO no ohange . 

"llhilo Q.2 11 &traid or en ultiatua tr0111 Go.­
~, th<l AMrioan Jliniater aayo that Krorta told hia 
only a abort while before that tha llll.Ut&ry do not 
belie ... that Bitler o~latea intorrontion at thia 
--ut.• 

!he t.portant intoration u to the extent ot o&ll1zlc 
ot roaorrea , or partial IIObiliu.tion by tho Csooho ia untortu:D&te­
ly Cllittod by tho 111l1tory Attache . 

!here h no o~o in tho goDOral llll.litory aituation in 

tho varioua oo....tri01 trca that already roportad, 

!he nato •-ted with tho 1Do14anta in tha SudatoD 
&..- la!.ioato that tho)' a.ra not wboll7 apcllltaDOoua bllt rather a.ra 
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plo=•d &tt&ira, aupported b7 o_,. ..... lOAd perb&pa coatrollable 
1>7 c1't1c1al a.,_.. or SWS.tn. or(;&Da. · "IMil the Cr.ech police u4 
odlital')' act with deoiaion ad torco, the iDDid.,.ta are o1'1'eoti-nly 
oupprou ed. 1'hia loada to tho bol1ot tbet 11' Nl acro-nt ... to 
tho diapoeition ot tho 8\ldet.,.. could be reachK 0110~ Oe.--Jl!J, 
C&ochodonlcl.&, Britain and France tbet tho acquiucenoo ct tho 
Sudot.... theluolno would follow. 

!be wholly uaexpeGtad neit o1' Cbuberlain to tho i'Wlrer 
1n Berobteep.dan will probabl7 lead to illlport&Dt lOAd deoiai-n • 
Tolopoente 1n tho tm.odiato orieie. 

- 2 -
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DtLrGAT~ TR~VELING VI TH C;E~T ~£C}£C~ 
P~ILIPPINE CLI PPER , • CHINATO~ REPORTS 

' ,~:~~~~~~101'1 ~fADED 1.\Y T, V, SOOf'IC FORMtli FINANCE ~ IN· LAV OF CEtl&RALl SSI MO 9HIAN~ KA I•SHEKt AND TIIA'I;' 
IS£ COMMOD ITY AtlD CAS~ LOAtlS TO l10LSTER CIUNA '·S •.• 

PI!J~PARATION FOil WAR •NttD PUIIC:HASES A8ROAO. 
PMl·AHER CLIPPER PASSENCEil Ll ST O[SCR I liED THE MYSTER lOUS 

r.n '"' ' •'"'""' CH I NES& PASSEI'lCERS TR.W&LINC CONFIDENTIAL••NAHES' '. , 

fROi'l CHit-ItS& SOURCES ~ERE ID£11TIFI£D Tilt OTHER THREE 
T~E D£L£CAT IOI'l ASK, P , CHEN , FINAtlCE £XPERT 1 M~ T, TSE, AN r THt CHINfSE CENTRAL BAJ>IK, Al'lO 0 , YOUNC , • • 'X 

91 tl; • •J£,21t.P 

-· 
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o1' the 

Sept~er 15, 1938 

tor Secret ary Morgontheu: 

~-,__ 
The morning ~ reports t he arr1Tal in San Franciaco 

indiTiduels who hsTe just made the t rip by clipper. 

I hsn called f'or 1nton14t1on a a to t be source ot t be 
hlegra~~ in t b e New York TRIBUNE calUog attention to tbe arriTel 
ot t hie plirty 1n Manila and tbe action or Marines as guard and 
as c...,. ot tbe leuneb 1n whi eb t bey departed t rom t be clipper. 

Regraded Uclassified



CONF'IDENTIAL 
WAlt DEI'ARTMEHT 

WMK~O.C. 

IIDIOJWID1Jiol lfO. 13 FOR THE CHIEF OP SUFF t 

Sllbjeot, !he pre .. nt European aituatian to 
aidnicJ>t, Septuber 15-16, 1938· 

Po11t1o&l Situation. I:n auapenae, pel>ll.l..D& the outo ... 
ot the pr.XliEI&i"i cb&ilberiitD-B.l. tler -•tins ot wMoh all detail• 
have been kept otrlotly uoret. !be t;eneral illpreaaian tna the 
beat 1nto..-d preoa o.ooounta h tho.t acae optl.al..,. ll&o been oreated 
b:y tro.nlc 41aouao1ona ot the problea, tor the tirat tiae, between 
the hicJ>eot Ge~ o.n4 Britiah o.uthoritiea. !heoe 41aouao1ona 
aeea to bo.Te oreated the poooib111ty ot litting negotio.tiono troa 
the plo.ne ot the 1aolo.ted Sudeten queotlon to tbo.t of o. genoral 
iuropeo.n aettleaent. !he ait uo.tian, 'llhile atill orltioal, ••-
to otter o. obo.noe, llbioh ho.a long been lo.old.JI«, for the tour 
p-eo.t P"'"rl to 41IOUII fundewn:to.J. EW'opeo.n probleu, without 
wllioh there oan be no peo.oe in Europe. 

Kill~ Situo.tion. Except tor o. prop-eaaive atrent;tho.n• 
ins ot the Caeo oaiOftB&il ....-tial lo.w onr the 41aturbed SudeteD 
o.re&l o.n4 t;eneral cletenoin prepo.ro.tiana, there ho.Te been f- a.­
iaporto.nt dnelo~.at.. Prepe aDDOWIOe4 yeaterda7 tho.t two o.d-
41tional olo.aaea ot reaerna ho.4 beo.n called. Sinoe o. Ca.ah olo.aa 
bo.a o. atrength ot o.bout 70, 000, thia •ana o. total ot 140,000 o.d• 
41 tio-t -n. Very rollgb eat~ tea plo.oe the nuaher ot _, Wld.er 
o.ru in C•eoboal<rftkia o.t o.bout 475,000. 

It 1a reported in pre .. o.ooounta tbo.t Bunt;o.ry 11 tak:int; 
aotin preoo.utiono.ry mao.aur .. in IIOTing troop• to her trontiere, 
but no 110bilho.tian 1a reported. 

Bo new cleTalo~to o.re reported t~ Fro.noe. !hia ooun­
try ho.a juat plo.oed ordera in Wa oO\IIItr:r tor - o.n4 -ho.lt 
•.1111on t;o.a -..a, del1nr:r to ato.rt in thirty do.ye. 

rr.. O...O.t Brlto.in hicJ>lJ oontldo.ntial intorw.tion ho.e 
been ..-ind ot plo.Da tor the initial eol!ill~ ot the o.ir 
toro.a. llb.l.le thia intorw.tion 1a lo.rcel)' ot plo.Da, it ia tbe 

OONF'IDENTIAL 
Regraded Uclassified



OONF'IDENTIAL 

tint nport ~ apeolti• pi"M&IItl-1'7 .Ullfte. 1lll41oat1Jic a ~r 
cleC"O ~ prepanae•• 1Jl 1llae alr ua tllaD M4 pNri-17 l>HD an.. 

\ 
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FEDERAl.. RE.SE:RY£ SANK: 

FICE CORRESPONDENCE 

co•n...,uL l1LJI 

L.. 1. 's'k 

Of" NE:W YORI< 

DATE.ItiJt~ll' 1•_._1111. 

suDJtCTt-tiLIIIIIMI__Q)jt .,. .. xo• m• 
1111 or 110'111. 

•r. BoUoa oall .. ao n 11141 ~-. 'ftteir to'al 1al• 

wtn Ju n OYer tiO,OOO,OOO ap ~ the' -•'• 'fttt •utt• "' ·~ 
e~ut-' and nttctT. A aood 4Ml of \he "1441.Dc tor dollua onatan .. 

wUh dealer• 11bo had pnn"'alT aoae lbon ot dollua md loq of 

aolll ill ._doD all tlbo wen DOW HYII'alal their , .... ...uoae. ID 

add1Uoa ~ere Wll't, of OOID'I01 othera,-a th• .. ,nl "•Ira, 

wbo •oro uxloua •o 1Ml114 a p a •all dollar roeono. !boro wu DO 

blc aarkot IIOY••t 31tn uw. ~lda ha4 311" un.., tJoo. 

hh YltU Wl\h 11\lor u4 aa4o • .. cna•••' 11b1eb "' qulU 

pleuant. Bo bad bad a ••IT fr1•41:1 talk with RUlor, Ch&borlalD 

uid1 tDd llltond .. ~ talk '1!1 th hill 1D OOI'IIIDT Doft weolr. Bo'b bo 

and BlUer •oro DOW qul\o '"ro of llbat wu 1a " ob other' a alad. 

! bat, Boltoa wu bopotul, W01lld bolp to Q'Q!n the a al'kot do•• 

! be ClllOftiOD wblCih ... wo"7tq bla DOW ... tho Offen 

ot the oanoollaUon by the lallai'IIIOO auttn of all war 1'1* pollaoa. 

! bt po~Uloa 111 tho laftranoo aann at tbo __ , •• tha' then 

wue certaia aa4U'Wit,ve 11bo woal4 qv.o'o b M pon•' f or wu 

rllk oa aolll tor !Media'• oblpa•' to ... ton '*' tho •utt-' "'' 

"' 17 ••11, pro~~ .n •ro taa. aeoo,ooo. fbtr ba4 talr• ., tho 

qaonloa bo\h wi\h Llalr4o oD4 wUb \he loYor.&' "" 1' •'Ill• '*• 
eoa o Uat ~ oniYo n a 4oe111oa. h• wvo, boWWII', 4ftel'lliaed 

Dot to 1 ......... ottuaU• 1a Ul prll&' nno. ·-lbih \h. 
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t:-r:1C:£ CORRESPON DENCE 

eo~nDiftuL "' H 

' L. '• la~L-------------

DATE ... ,.)eJP 11, lf.e 

SUBJECT>_ tiLIPIOII ODIYDU:IJOI 1111 

w r; or ••uu. 
I 

wert eoaeaa .. aiiRt tallllr pl'i•••• ......... , wUb •• ad "-' 

4101414 oa 'h• followllll PIPOina tedoh he hoplcl wo1114 •"' 111Ul 

0111 epproTalt 

fttr wlU oonUne •• liiDal w holt \be clol• 

lu autft •• n•cl;r u ttl., Nil •« IDPP17 \he aarttft 

wl\h dollar• hoa the foUo111q eoane11 

(a) 

(b) 

(o) 

(e) 

thtll.r oaa pn•et dollar )ale•••• 

tblllr ..,. relerYe in caa• (J \1'1 .. 
\o t11l4 out how •• tba' ftl lillt 
loltoa •1•Pl7 repll .. U 41dll't _, '0 ••>· 

\h., 11111 bono• dollar~ for lbon 
pel'io41 b)' ... , of ...,, ill the 
•ut•. 

thtr an aoina to aKe the toUowlac 
adtitioaal llb1PII•h 11 .. 1llll1D( n-* 
•e•• 

•ll,ooo,ooo • .aae ao...-ue 
10 000,000 • I ~· 
11:000,000 • • 1-aba,, .. 
10,000 ,ooo • • calecSoala 
1010001000 I I fal'il 
11,ooo,ooo • • Clll .... .,. 
lO,,Y'I,MC! I • ••llie 

.. 1,0001 000 total 

It w1U be ap w \be lrt.Uih O.YeJ'DII•t w 

4111lte llbat •• will .. ..,., laiDna ... 

16110001000 • tale water a4 .... ooo,ooo '* 
lie 11111,.. 1a tale .... ,...... •• ...,e ..-14 ...,. 

Regraded Uclassified



FEDERAL RESERVE SANK 

Of' NEW YORK 

co 

CORRESPONDENCE 

COUIP"UL rn.• 
0AT1t- -u.JIU' 11.-lJII. 

suBJECT> I&•"''J cor"t4IOI wtD 

,, ·~~~·~------------- I 
___ ••• Of •GLMD. 

•biDe• dllriDI \ho ll.U •-* or •• •ea'lbilo thtr 

1101114 Uko u1 w -•s.-• CNr oHer for 1elcl to "' 

Haalttod ill Loft4oa, flUIJ' wulcl, bo ... or, Mt liMo 

1111 of that aalooo thoro woo o oo:riCNo • .., • .,, 

lA ad41Uoa w \ho •• INcl p:riooa 11b1Gb bo Wulcl 

ooaUauo to qaoto 111 aa berototoro, bo ~4 11•• 
111 two nerU., ra\011 bu11al md atl11Dc, 11a1D.t 

11h1ob •• could oponto ffw bh 11001111\ 1f •• fol\ 

10 d1.,.1ocl IDcl 1f WI cl1c1Dft WID\ \1 tllto 187 MN 

cold 1D Loacloa. 

I ropUod 'hat I \hoUiht \hat wao • epl•414 , ....... 

and t ho' I ••• •r• the\ CNl' troaoiD'J' ~4 appno1ato tblt pNOf 

ot Ula1r cloa1ro to we \ho llaH• bot- tho tw ot ••• I o44ecl 

that I ,.., ooat1clat that \ho troa•l7 wul4 ._, to -uno \ho 

ol d cold ol'dero (aeept at lower prtooo, ot o01ar111 to '"' rtlilll 

1D111naoo pnaa, •••> •d that u ........ , .. .,.,, wtob taero thn 

ht llbould auo ••o of \boll oHU'I 1t U wa1 ,...,..,.,. .Uoo that 

I hopocl that •• woalcl aot aolrt '1111 of blo .tarlilll oHol'o for ldo 

Rl IOIICMI\ al.011 ... tbo1114 lliaflT t10 ....... I OIIPldllod tho' 

\hh bopo ad boliot oa ., ''" woo baHd • \he taft \hd to •• 

ben ot ., lmoWl...,o at 1•• \huo •• • lll'•Uoa 'lbatwer • 

the pan ot .., tHUUJP ,., to -ua• u la_...t.n .a • 

\llo -~ to to ._, .... " ,.1111117 ...alt •• leltol • .,u .. 
Regraded Uclassified



,EOERAL RLSIERVIt DANK 
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o:'I'1C:E CORRESPONDENCE DAtt-ltpl•l!• ll,_u .. 
comOII!JAL n.LL.,w._ ___ _ 

1.. t. Iaake 

SuaJccm fiLP~JI..J»Imlt'IOI J!D'_I_ 

_JUH_QJ' •GLaD. 

• 
\M\ qatu olrrioul.7 \bo u•a\1111l waa • 4Ut1aU oao •d that 

'" doe'' wut 7ft to panletpno 1a tho ri*• • 
lol\oo the rotono4 to oar ooltlo of lan alP' lrttl•, 

tbe \h11'4 par .. rqh, 1a 11b1ob wo ~ ... tho told prloo \o tu-n, 

1114 uko4 •• to Ull Ida ~tliot applh41 to pan or te twtan 

talllo I l'.,l1o4 \bat 1\ would appl.J to clollare aol4 bJ' Ida b.,. 

c1111l1DC wdq. ••• the\ latlafaa\ol'J"f Bo 1&14 1\ waa. 

I 1oq111ro4 ma\hor, 1a hll op1a1oe, 1t •al4 bo p01dblo 

tor th• to paok -• of tho cold. tbltb •• Dow bo14 1a Loacloa • 

• 

that wo ooald haYO 1\ roeq tor lb1~•' lf, •• • 4 tlbe aa oppenaat" 

Pl'Oteto4 1holf. I apldood tlla\ I waa aware of h1a ,...., ...,. 

quon to 11 •• b1a eworal dqe DOtloo &e •*1111 th• w -*• 

abl~et 'llllt that \ha plll'pOIO Of~ 41IOD1elaa \btl a0\\01' lll\la 

b1o 11a1a wae \o ,,. to u•• 10ao cold. ,...~ tor U.o41a\o lbi,._. 
lt, for 1ut•oo, oao of oar blllk1 &lib ho4 arr_,o4 for lbl~-

117 Cll a Wo4ao~ boa' would o-o to 111 on hoiCIIt' end. otter •• 

that epaoo b .... 1o tbtr U. 4oe14a4 to o•eol thetr et~•'• J 

lallono4 that ho 1n tll11 th1al 10 thloqb b11-.. •• tollE \0 

•• tho DoD Uao bo •• • tho \olopboao. loll• Nf1lo4 \bet 

"•IJ'tblaa d•••• ..,_ tho oapacd '»' of tholr •nt• 4oput11-' 

'lh1Cib1 u I ... , W .., .. **• oft U1 f"' • tllo. •••• ft* 
col4 \o 1 .. lol'll. 

0 I l:-1 ~1 

... . ·;,~~ 
···~ J 
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StcrEtary of StatE , 

Washingt on. 

9461 SEptEmbEr 161 5 p.~ . 

FOR TREASURY FROH BUTTERWORTH. 

PLAIN 

London 

DatEd SEptembEr 161 1938 

REc ld 2 :28 p , n , 

ThE ~E~~ fact that ChambErlain ' s stay at BErcht ts­

gadtn was for a shortEr t i m£ than schEdUlEd causEd an 

initial dEclinE in t hE pricEs of British sEcurit iEs and 

stimulatEd thE d&rnand for dollars , In this connEcti on 

thE i mmEdiatE rEaction of Paris , which was vtry pEssi ­

nistic, had an tffEct but as thE day wort on a wait 

and SEE attitudE of nEcESSity camE to thE forE , ThE 

voluct of trading was small, 

ThE dollar opEnEd at 4, 80 1/2 bid, ~hE dEmand 

was vtry largE and tht British fund i n tErvEnEd activEly, 

ThE ratE vttnt to 4, 80 1/8 with tht British fund still 

thtrE and graduall y t hE d~and dtcrtastd, On bal ancE 

thE volunE had not b EEn largE until thE l atE aftEr noon 

whEn ContinEntal and NEw Yor k d~and for dollars i n­

crEasEd thE prEssurE and tht Bri t i sh fund >~as agai n 

acti vt, hol ding tht rat E a t 4 , 79 7/8. Only 270 bars 

wtrt 
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- 2- #946 1 SEptEmbEr 161 5 p. m. from London 

wErE bought a t gold f ixing at 144S. 8 l/2D. ThE only 

arbitragEUrs parti c i pating bEing thosE whos E blankEt 

covEr contracts havE not yEt ExpirEd (last paragraph 

939, SEptEmbEr 151 6 p. m. ) and who inci dEntal l y rEapEd 

a substantial pr ofit i nasmuch as t h E fixi ng pricE was 

gEarEd to A 2S . 6D. war risk i nsur anc E rat£. IncidEn­

t ally, REutEr r Eports that NEw York banks havE dEcidEd 

to discontinuE gold arbitragE pEndi ng clarif i cati on i n 

thE ins~ancE ratE posi t i on and also t~t thE USS 

NASHVILLE and HONOLULU arE standing by at Gr avEsEnd 

to Embark gold on bEhalf of thE runErican Stabilizati on 

Fund. 

Wi th rEfErEnOE to th£ third paragraph of 890, 

SEpt EmbEr 9 1 7 p. m., today ' s trEasury bill avEragE 

rat£ junp£d t o l SS . 10 3/4D. as oomparEd with llS. 
~=~ 

llD. a WEEk ago. Bills on offEr wErE 40 mdllion/whioh 

was Eight million pounds lEss than maturitiEs . ThE total 

allotmEnt was thirty sEvEn million pounds which rEprE­

sEntEd 66 pErcEnt of appl i cations tEndErEd. ThE EXChangE 

Equalization accounts furthEr gol d salEs mad£ it convEniEnt 

for thE authoriti Es to shor t - allot thE issuE. ThE hardEn• 

1ng of th£ ratE is attribftablE to a numbEr of causEs , i n­

cluding thE d Earth of outsidE funds dEplEtEd by dollar and 

gol d 
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-3• #946, SEptEmbEr 16, 5 p .m. from London 

gold purchas ES and thE gEnEral dEsirE for l i quidity, thE 

ttohni cal EffEcts of thE txohangE tqualizati on accounts 

gold lossEs on thE monEy oarkEt similar t o thE situati on 

whEn FrEnch funds wErE rEpatr i atEd i n May (sEE No. 431 , 

May 21 , 4 p. m. ) and also to thE pr obablE policy of thE 

joi nt stock banks to incrEaSE thEir rEsErVES thos E 

institutions having b EEn vEry small buyErs of bills i n 

thE d i scount mar lcEt duri ng thE wEEk. 

YEstErday ' s Bank of England rEturn showEd a drop 

i n public dEposits t o thE still abnorcally high l t vEl 

of twEnty tuo million pounds as cocpartd with thirty 

two mill i on pounds a wEEk ago, and a r isE i n banktrs 1 

d tposits f r om ni n Ety onE ~ill1on pounds to ni n Ety ninE 

million pounds . ThE City Editor of thE TIMES i nt ErprEts 

thE rEturn to mEan that thE authori t i ES arE not anxi ous 

to BEE monty ratEs hardEn unduly. 

KENNEDY 
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pAJUPBIUBJ: OJ' TJ:LimU.K RIOEIVKD 

J'ROM; Aaer1oan l:llbassr, Per is, J'ranoe 

D.t.TJ: i SepUaber 18, 19!8, 5 p.a. 

10.; U83 

FROll OOOH!Wi. 

£5 

There was s011e recurrence of nervouaneae todar on 

t he market in Paris as a result of reports fro. Ozeoho­

slovakia and Geraanr. '!here hae been a resultant 

decline in stocke , and the franc bae dropped as coll])al"ed 

with the dollar. On the exchanse aarket there has been 

a tendenc)', howeYer , t o balance poait1ona for the weekend 

and to aee how things turn out. 

The French stabilization fund wae eYen on balance 

thi s forenoon, but had sold 170 ,000 pounde b)' five o ' clock 

thh a ftarnoon. The equivalent of t lS , OOO ,OOO had been 

lost by the Br itish equalization fund by half-past three 

th1 a aftarnoon. 

In last night ' s L'II'FORJU.TIOJ, Paris, there waa 

what appeared to be an off1ciall)' inspired article 

stating that it 1a l1kel)', in view of exceptional ez­

pendituree for er118111ante, that the next etat•ent of 

the Bank of France will show a &'awing on ita oredi t 

b)' the J'renoh freaaurr w1 th the Bank of J'ranoe. 8o 

far the aarket baa been too auoh oonoarned with the 

a&jo:r p:robl• of the likelihood of .-:r to p&)' INCh 

att•Uon to the question of J'r•oh finanoaa, the 

uneatia.faoto:r)' 
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liU&thfaotorJ' ••-'• of wbioh will be aqaened bJ' 

auoh a drawing. (liD DSa.t.GI) 

BULLift 
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F'EDERAL RESERVE BANK 

OF NtEWYORK 

S.pteaber 18, 19&8. 

Otterizl&e 1D "the Mrket tor new corporate eacurit1aa ba'ra 4 .. 

cllnecl to about one sood..-ebecl issue a ... ak, ancl the total tor the -th 

or Sapteaber wUl allow a ebarp contraction troa Aucuat. U ret, boftyar, 

there bua bean DO 1Detallcee ot lari& biib £r&4a iaau .. beizl& poatpone4 

' . becaue o~eettleaent 1D the aarket or becauaa ot 4.an4e tor biibar 
' .. 

lnter .. t rates. Bicldizl& tor .... aiiDioipal iuuea baa beOOIM • llttla 

aore cautioua, ancl ee'reral cities baY& rejected all the bicla raca1Ye4 tor 
J. .. 

eoa~ati~l,y aaall ecbedulacl iaeuea. Ia the corporate tiel4, bo•e'rer, 
... 

tba,,clael~ aaaae to be clue aaost .. tiral,y to tha abeanca ot potential 

ieauara ot bip c:ra4a aecurit1ea 'IIIIo t eal a need tor aora t'lm4a. !he --

appearance ot M41• ancl l""er 11'84• iaauaa l a, ot eouraa, a clitterut 

•tter, 

'l'hia -k, tha ~ corporate notat1cm waa t!&,ooo,ooo ot At-

lantic llatiDiDI CoapallO' clabezltura Ia ot 1918. Coaparlaon ot the ;rial cl ot 

about &. 08 par oant on tbie iaaue ot clabezltural, rated A liT lloocl;r' '• with 

G7 

tha 7iel4 on tha nn iaaue <II 'l'h&IUr7 2 1/2• ot .-nat lbortar •tvitor 

ab.,a bow •ll.abt 1a tha a44it1onal ~aat1oa ot laftlton t or tba ~r 

~ ot aa0111'1t;r, abaaDoa ot ~tioa, ato. l .... rlMl.aaa, tb1a 11 .. , 

attar lleJ.ac 4e1qe4 two boun to parait raoaipt ot OYWJ'Iliiht- t'roa Juopa, 

-. nooeaahll;r -.rated oa ftlllraclq u4 1a ~ at a traou-1 pnm.-. 

!b. twda ra.lae4 are t or an oapitel, tMliP -.1Dq ~ ·np;q 'llak loaaa wbioll 
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9/18/118 c 

llw1.Dc the nelt there were &lao two print. ealee ot oorporate ie.,..a, the 

l lll'llr of llblch •• t 2,000,000 ot preterre4 stook 1n the In York Post, eubaorlbed ~ 

stockholders to re~ lDdebtedneu 1n OODjiiDctlon with s plan tor uplCJ17eee to lend the 

coeJI&IIT 10 per cent ot their ealari ea, without definite • turtv, at 2 per cent intereat. 

llehipn Coneolldated Ou Co.pei'(J' bonds an4 DOtes tota.ling .. 2 ,000, 000, tor 

ere scheduled tor ~~~rkltlnc Septeaber 21, and t&7,6oo,ooo ot VtraWa nectric 

and Poeer Coepe.ey aortcege bonde have jtlllt been rectatered. !bus the a.edlate prospect 

a eontinWit1011 or the curraot aodest actirltiJ. 

'rile rej eotlon or bide tor three or t our IIIDicipel. iaiUea baa alrMd;r bee 

.l:n.rcls thle week ot t ?,6000 000 is about in line with recent weelts, which 11 

below the aTirSII rate ot aunicipel. bond -turitlea and reta-nta, lloat ot the 

anrda bne been to dealere ontside or lew York Ci tiJ. or iaiUea 011 which in-

fol,..tl<m 11 anUable here, a011e baTe acTed \IIIWI\I&ll.J alowq while a tew baTe been 

en1>lr••l1 sold the da;r ot ott•rinc· Dealere' inTentoriea abcw a ten4enCJ17 to increa.e, 

their porttolloa are still -u. b;r ool'Ml etanda.rda . !l:latina ca.:-tancee or 

txpoo'"''"'T end precaution baYe occaei oned a little bea1tet10D 1n biddlns tor ..,.. 

•=1o1pu laauea at the record low ;rields which han been preniHna. 

Hanr;r llorcentbau, 1r., 
I CI'Ot.llrT of the Tr .. lurJ 0 
naa~tty Depart.ent, 

D.O. 

Youra taithtull;t, 

Sproul, 
Firat Vice Pruiclent. 
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Stpt.,hor 181 l9&ft. 

B. K, Jr. said that the President and Kr. Ru1l 
are let ting the l{ght cruiser Bash.tlle brine OYer 25 .tllion 
gold and, theretore, told Lochhead to &lk Knoke to put it up 
to the British as to whether they have any objections. Be 
tol d Lochhead that they ought to 1et started a week trom now. 

G9 
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September 16, 193Q, 

Jes se Jones came in this morning to see B,M,Jr. , 
and handed him the following slip bearing the names of four 
peoole whome he suggested for Comptroller of the Currency, 
Tom· Smith also gave Mr, Morgenthau the following reco!DIDendation, 

.. .. 
. . 

-
• 

I 

til' -~~~-~: w~z *~'-.......i.--"""""" 
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?perl't?r: 
~Pr~ttn 

?ll'h~nt: 

v.·· .Jr: 

"· ... Jr: 

": 

1 : 

~ .- .Jr : 

':..f . '' .Jr: 

~ . 

. , . . . J r: 

,. , . 
'1 ••• . J r: 

:l : 

~!r . Oliphant. 

Yes . 

HermAA? 

Yes. 

Se~tecber 16, 1938. 
11:37 a.m. 

I ~as Just t~lking t o the President. I had a 
chance to talk about the bank. 

Yes. 

And he raises t he euggeetion - just a minute. 
(aoi de - Thank you.) He raises the suggestion 
or br1ns 1ng a.., i.njunct.1on su1t in the District 
o~ ColUJ:JblP, 

Yea. 

To enjoin them from paying their dividends. 

71 

Yes . ! 1ve thought ot .that. Shall I g ive you the 
::>ther plAn now? 

you 
No . I will sMVa little l a t er though. 

But I've got the ane,,er. 

roell, I'll see you a little later . 

I mean I've go t the Pns~ers . 

I ' ll see you in a l i t tle while. 

O.K . 
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~.r .Jr: 

Oppr s Lor: 

~ . - ·.Jr : 

~ : 

'.} . :: .Jr: 

... . 

:: . .. J r: 

?: 

" · ' ,Jr: 

1) : 

\ 

Hel lo . 

72 

September 16, 19~8. 
11:40 a.m. 

Dr. Myer s i e out keeping two appoi ntment s, and 
he ' ll be back in about an hour. He i s goi ng to 
RFC and the 17h1te House . 

Well get them - find out ¥thether he ' e at - he 1 e 
at the RFC7 

They say he's going to the RFC end to t he White 
P.ouse . 

1'/here i s he no,.7 

I think he'c going to the RFC first , but he hasn ' t 
had t 1oe to set t here. 

Well w~en he get c there I want to t plk t o him. 

All r1g)lt . 

He goes to the RFC first. 

I th i nk so. Yes , cir. 

O.K. 
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~ICI o# T MI: DIMCTOfl 

c·'Tir:~lrHL 

.~'? TO TID' SF:Cg£TARY: 

• 

TREASURY DEPARTM ENT 

I'AOCUR£MDIT DIVISION 

~=.\ ~ \.,., / 
13 ( '-

WASHINGTON September 16, 19J8 

Re : Attorney General's Special Com31t tee a s to what could, 

or should be done to control prices under absolute 

neutrality of our own country in event of disturbance 

in Europe. 

!h~ eoove col>llittee war called to ceet in the Department of Justice at J : JO P. M. 

fednePaa;,· esftl\l"t\Oon . 

~ !:""'!': Coleen Bell JU5tico llr. l.!eeken Co1111:1erce 

Jl4~• .. f. "orris • J!r, Ev«t"ett • 
Al~xender Koltzhoff " tlr. Bro1m • 
. 1. !> . Fo•ler " c. J . Peoples Procurement Division 

L'r . fzeldel Agricul t.u.re 

, "r. Ap;>l eby " 
I• O">?t•rs tlvtt l!r. Morris was present ate recent cabinet meeting on this particUlar 

eiss!on ; ns deteiled ~o the Department of Justice with injunctions for an ""rly report. 

( ~., differencen of opinion iJacedietel y erose. ~riculture and Coeerce advocated 

thlit tbe ~r1r.ciple of indirect price control, euch u Agriculture bas be n endearoriog to 

"Al<P ef fective i n cortein acricultural commodities , be extended to essential war ma·tel"l&la4 

''c: • steel , copper, chemicals , woolen textiles , e tc . , even to the extent of tbe gover n­

•• , . lrt,'in,- !Urplus capeci t y and lt!.ter selling it in tbe urket to :-etarcl inflation of 

.. •.c PI\ . 

. •r•our~~ent contended that the princi ples of aericulture control are e ntirely 

oiff•r•nt from that of industrial control. Procureme nt could not agree tlvtt the ff!<leral 

stor~s ~r cot ton and wheat, which had been aceumulatf!<l for the relief of a griculture , was 

• ,. "" reason • by the federal governcent should set 1self up in business with enoraoua 

:' 'c~e of steel or chemicals , merely to sell on the ooarket at lower prices in order to 

,. rp r~ric .. ! oo•m. 

~lrther .. re, the military forces were vitally concer ned i n this matter of price 

c n•rol i n a neutral s tatue, in.aswch ae their war plnns , preoared under the Mobilization 

'<'., c >n' e11:~la t.ec1 a Price Control Cocti ttee as a part of t he War Resources Ac!cinistrn tion, 

'"" •h t lt would be well to book the two plana up together. 

!h• ChairtiBn, 'U'. !lorria, appointf!<l two committees; one consistinll of Agriculture end 

C>::=•rct to •xplore tbe idea of "Indirect Price Control• and the other - tba Director of 

•roeurement - with respect to the principle of "Direct Price Control• either through 

:>llllllarl agrec:oenta with industry, and/or the powers of the government with respect to 

i~"Ort&tion , export, licensee, abipping, etc • 

... 
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~-------------------------
,.,..: t.o the Sec,..t&l"Y -2- Sept. 16, 1938 74 
· After consultation with the Cbiet of Steff of the AMQ', end the Cbiet of Hanl 

( erations yesterdaY, a ..,et~ was called 111 the Offlce ot the Director of Procu.rnent 
thiS 100rnin& at L0100 A.ll. 

Present.: 

Oener&l c. T. Harris 
Col. R. Y. Jones 
~aj or w. H. Sadler 
V&jor C. C. tenn 
C,'lir . F. D, Foster 
Captain F. A. Daubin 

liar 
• 
• 
• 

Navy 
• 

Alexander Holtshoft 
Walton lluilton 
Leon ~nderaon 

Justice 
• 

Temporary National 
Econollio Committee 

Jr. Mr. Ol1phent 1s office 
Procurement Division 

Jos. J, O'Connell, 
C. J, Peoples 

The trend ot thought of all present confil"'lled, in general, the original opinion of 
•rocuruent, and a nuaber of valuable suggestions were offered, tbe substance of which 
I• so lMtUIY that it will be consolidated into ahepe by llonday, end made the subject 
o! a separate report. 
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TREASURY DEPAin'MENT 

•o Secretary Morgantbau 

·- He= Olipbllllt 

For your 1111'ormation -

.... , SEPlS-

'B 1<. \ 4r I 
75 

Admin.l Peoples eal.led me thh mornillg, aak1ng me to aend a mllll 

to r conference ..tdcb be -• bartng pu.r8UIIllt to 1natruet1ona s t•an at the 

Cabinet Llaoting to James Morris, 'IIIIo wee Actina Attorney Omteral . Admiral 

Peoples ealted rte to mention 1t to you, tor which tbne waa no opportunity 

min& the dey. 

The Preeident asked Morris ldtat e.utbority there ..... i n law t o 

prount a run-up ot price~ 1n Amerioa durina • Elu'op6an ..r, w1 th Arterice 

strictly nwtral , and asked him to confer with A8rioulture , COIJDoroo end 

?rocllt'GI>ent. llorri s bsd a meetiq w1 th repreaentethe s or these deP4rt­

cents and there """ a difference ot op1n1on . Agriculture cont«Dded that 

sll pricee in sucb e situation ebould be regulated aa they are now r egula­

tioe the price or such tbinae as .. 'beat (lie! B.al). Peoples contended 1t 

should be done i n cooperation td tb A:r!:Jt:1 ftlld NaTY under tbe pending le&ia­

lntion for a War Resources Admdniatration. Ae a result, Morrie appointee! 

two cCIII!littees, one headed by Ezekiel to denlop Agriculture• a plan, tbe 

othor heeded by Admiral Peoples to consi der tba plan he bad outlined. 

I sent O' Connell to Admdre.l Peoples• meeting today tdtb repr e­

aentc:tivea trom War, NaT)" aDd .Tuatice. Leon Henderson wea eleo there. At 

thia meeti ng there ·~• much talk ebout -bet could be done immtdiatel7, 

and tdthout legialation, moat or it 1n tema or Terious indirect preeaur•• 

'<hlth night be applied. 
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fol Collt14ee Ual Jil" 

r-1 L, f . IDCIU 

ftlllpn IIISIIIU Ulll or 1D toa 

MJec\1 !al•boa• OoannaU• 
wl\ll llak ot aac,,., 

llr. Jol\o11 called ae at 12 11!5 \o4q. !heir \o\al &alee wn Jut war 

$8:),000 ,000 tiP w \!let -t. !he Ml'lte\ aa ••1'7 (Ilia\ u4 •teMT· .t. pM. 

4Ml ot the 'b1441ac tor 4ollan or1&1aate4 with 4ealen 1lbo ba4 pnnou}T cou 

ohort ot 4ollan u4 loac ct col4 111 LoD4oa u4 wbo wn aow rwenlJIC \llelr 

tno.aaeUou. In 10441 \loa \here wn, ct cco.ne, othen, aoac tlla _,ral 
l>Wa, who wen aazioue to 1N.114 vp a Dell 4ollar naen"e. '!!!len aa ao blc 

tr10JI41T talk with nuer, ~berlalJI aa14, a4 latea4e4 w talk with Ill& ill 

0.""""7 aen nell:, loth he •4 n Uer wn aow q'41 te uare ot 11bat JIM la each 

other'• •h•l, !bat, :aolW1l - llopetlal, ......U help to (lllet the alb\ '"-'• 

76 

!he quaUCD 'llll.ldl aa wor!7111C Ill&- aa \he effect ot tile -•llaUOJI 

b7 the 1.~ Ml'ltet ot all ._..nell: pcliche. ftw poelUoa ill \lot luu-ce 

eazbt at the _, aa \!let \!len wre oer\elll '11114erwrUen 'llho -u .,aote 2e 

6d perc...t t or._.. rhll: oa coli. tor ~at• elllpaaat to In Toft: ....,, tile Ml'ltet 

- n17 .-11, pi'O'bulT ,.., ..,,.. \bu. ~.ooo. !lle7 lle4 \ell:ft w;~ u.. ~u­

bou. wlU. I.lopa &4 with tile lion~\ ....,, l\ -u \all:e •- tiM w arr1we at 

a 4ecieloa, !llq wre, llnwer, 4atemlae4 :aot to 1-• tile alt"MU• la lh 

• 
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_., 
ftle7 rill eoau .... ~ -. 11o:u taw dollar • .-., ... ...., .. ._ 

- oa4 IIIIPPlT taw aubt ri\la Mllal'e t.- Uae tol.lewilw -~ 

(a) \betr •• pi'H..t toUN -·' noN, 

(11) tulr -.. ..... ,.,. ia Oeeefe (I trte4 \e tt ... oa\ llow ..U taw\ 
_. llll\ lol\ee elllpq replt ... H 414&1 \ _, \e ..U) . 

(c) \1187 rillllornnr 4ollan tor e!ler\ perte4e _,- ot nil'• ia 
\he..-••• 

(4) -. rill .... taw co:u ... ta •-u t115,ooo,ooo. 

( • ) ~are cotac w 11e1te \he tol lowtac e441t.i-.l llldpeoa\e-.. 
cS• 'ac eezt .,.., 

$15,000,000 oa \he .. ,...,.. 
10,000,000 ° 0 '-ria 
15,000,000 • • ...... , .... 
10,000,000 1 • Oalee4oale 
10,000,000 • 0 Parte 
15,000,000 I 0 ~ JluT 

1~~6!1~ I I heq10 
to tel 

H rill M vp w U.. llrUl* o.n-t w 4eei4e ,...., t.bq rill 4o U..\ 

t1!5,ooo,ooo oa Uaa .-. ...... ~.ooo,ooo -. " .S.ppe4 ta u.. 

IIMI' tll\u.re \llq llopa .-14 oonr 
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\hiDP dnrUC tiM uat~ WMk or 110. 11-'llhl.le \bq 

'IOIIld lllte ua w oontiaa.. aur order tor cold w ba 

_..Dd 1.11 London. !hq would, howaftr, 110i ~ 

uu of that lllllaaa Ulan ... a aarloua ••1'1&1107· 

Ill ad4H1on w the two cold prloaa Cicb he ~4 

coct11111e w qao\e ua u herewfore, he would &1ft 

ua two ahrl1ae reiaa, ~111 and Mllinc, -calll-' 

which • • oould opareia for hie acoo=i it w feU 

eo dhpo .. d ud 1t •• d1dn'i ,...., w i.U .zq 110ra 

&old in London. 

1 repllad thai 1 thou&~>' that -. a aplc414 procra 

acd tbat 1 wu aura that aur 'l'reull17 II'Ould appreciate thia proof 

ot their 4eaira w - tbe 'bQr4en ba- the two of ua. I added 

tbat I wee confide\ tbet the '!re&8lll7 would ftllt to con\111118 the 

old &old ordera ( ucept at lower prlcea, of ooa.r.e, w ... t rhilll 

Illauracc:e praia, ate. ) -.4 that it waa eT&J'7bo4l''• riah hare thai 

he ahould rall:e uae of thaae order• it it waa neoeaa&J'7, .ll ao that 

I hoped that we would 110\ .ua uae of hi.a a\er Unc ordera for hie 

OWI1 aC:C:owt\ llllleu w ahould 8181'17 be nMped. 1 explain~ that 

\hie bope cd belief on rq part waa baaed on the tao\ the\ w the 

t>.at of ~ lalowladce at laaa\ there •• 110 i .ntuticm 'tlba\ner oa 

the part ot aur 'l'ra&8lll7 110\ w coaUIIIW u herewfora llllt oD 

t.bl coDtra.,. w c1o wbaW....r we poNnl7 ooulcl clo. Jol toll rapliecl 

78 
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that q111 te olrfiouel:r \be eUuatiOJl wae a difficult ou aJ>d that 

•we don't ,...t 7011 to participate in the rhk. • 

Bolton - reterN<l to ov.r cable ot laat nicb\ 1'319/U, 

tho third paracraph, in wbich we reduced the cold price to $34. 73, 

ud aaDd. •• to tell h1a whether that applied, to paat or to tllture 

aalu. I repl~d that U would 11ppl7 to 4ollara 1014 1>7 h1a b.­

s1J>nii1C todq. llaa that aatiatactol')'T He aeid 1t woe, 

I inq11ired whether, 111 hi a opinion, it would be poaa1 ble 

for them to pack 101111 of tha cold Gich ,. now held 111 London 10 

79 

that •• could ba .. e it read;r tor ahipact it, aa and when ., oppcrtwli t:r • 

presented 1 halt. I uplGined that I waa aware of hi a recent ,.. 

qlllot to ct .. • h1a aneral 4aJa DOUce when aakinc the to III&D 

abipo&t but that the purpoae of a:r 41acu.aa1Dg thio -tt•r with 

him a&ain na to t17 to ba .. e IOIDI cold read;r tor ize41ate ahipact 

1!, for inatcce, one of our baJlka which bad arra~~ged tor ahipmct 

117 on a le4nea4a;r boat would 001111 to ua on 'l'll.lada:r and otter ua 

that opace becauae thq hed 41ci4ed to c ancll their ahi}alnt. I 

auueoted that he let thia thillC co throueh hie bead aJ>d talk to 

=e the next Uae he no on the telephone. Bolton replied that 

neeytbinc depe11414 upon the capac:U;r nt their bull10Jl depar-t 

• bich, aa I blew, had bee \akan ott ito flit b7 tha rec•t ....ah 

ot sold to Bew York. 

LII1D 
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toa CO&Itld•Ual J'llu 

.rrc.: L. I. laob 

Date& leptahr 17, 19311 

noun IIID'I:a u. 07 1111 !Oil 

hl>Jeou 'felepbolle OoaannaUoa wt.tb 
llaDk ot ... laa, 

I oelle4 Boltoaa at 9&15 \b.l.e ltOl'llliiC. 1le baA probalo~ nat lD \be pl!pen, 

I Mid, \be\ =e ot O'IU' cndeen lll!llpeae4. te be lD lluop- aten at pneat. 

u oo happe11ed, I coaUne4., that tbh cnher -.. eoiiMIU ... to bae aten la 

lho 11ear h.nre. It . alp\ be poulble tor u to Jnl\ - ot ov I.oa4oa aolA oa 

ber (aq $25,000,000) whicb 11111114 pn u 80re elbow rooa tor h.tan plA epa_. 

t1o11e 111 I.olldo11. 1ba\ I '11011.14 lUte twa to 4o -.. to let tbh tlt.1DC p ~ 

bJ.o bead onr Uwl "*elld eel. let M bow ear~ Jlex\ IIIIMit ....,t be a4 11.1• 

80 

ouoe1ateo 111 Uwl 'baalt ~\ ot •ell a •=-• &4 bow, la lt.1e aal \belr opl1l1oa, 

I bad 1l0t balt tl1llabecl. rq epa.- bet on BoUoa =t lD, to eq tllat lla -a 

uUcipah ....,t I baA oa rq a1D4. 1le 1auw tba\ the hahrllle aa alne4T lD \1111 

!boaeo aal that \be Boaol>Wl-.. arrtrtac abor~. ftlq baA al....S, cl.leaue ... 

U ba.t tbo'acbt U pro'balo~ 'beet aot to .a &7 na;HUoa ot tble eon to • 

~-~ thq cl.lcl.a1t DOW \be relaUoullip be\- OV !naftr7 a'l OV • ..,. 

~\. I\ Wlllcl. pro'balo~ be a nla\he~ e.iaple -uer tor til.- to Jnl\ 

ooae colcl. (Joltoa eald \beT baA ~\ ot 115Q0,000) aboard the hahrllle prol>all~ 

fair •O'CUI\ ot plcl. oa eUber ot \beee oraleen wl\U.t -.a. a peat 4Ml ot 

oo-t. • !be C(MeUea wal4 be wl&e\llar the lAiacl.lDC llboall 'be .._ 1a tM l .... r 

r.ci0111 fll \be ~ or -.\bar \be ondeer ellclalA pat law Ponl&M. :DU I 

know \be l'ft\e atoll \be oral .. r _. apeo\14 to \Met I repl1e4. \bet I W ao 
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14•; Ulat, aa a •tt•r of fao\, u • ..- w b&Ye ~ 80ft utata Un\ "'• 

_ .. 011 tile cnhan, tllelr looa\lou, ato., \b.u I lla4 llere, .U..UC Ulat 

81 

111q eculd c-t tile col4 Uo&N tu•UT· lolke oeaUaH. -a tbia ecm... _. 

1 cnal deal of _, a\ oar .... If \lle cheacea were \loa t U cU., wnlda • \ 

H tll• be baUer to be cut•• op• *"' h aad lane a fl'alt etat-a\ upleiA­

liC that the IIU~t waa a4e 11-• \lie s.aa.u-ca aullle\ lla4 pracUoalq 

cl.Mped den 011 ..r rlak u.a.r-. If \!lara were UIIT p'llhUcl\7 U ._.to 

lila 1t tl01lld lie hUer to -.ll:a a p'llhUc atat•••· I r.pl1ed tile\ to U.. llea\ 

ot a:t lalowledc- there bad. lie• DO dieca ... loa of illio •Uer 1A \b.e pnu ll'llt that 

I lllldontood U..t Ml'q ~ohrdq 110...U.C a aen oo-tator ba4 outed ewer \he 

radio that aeconl.l.ac to iAforMtloa f1lralohed 117 a ll1cb officllll -\lll.ac of 

tb11 nature wu 1lll4er coata.plaUoa. I chacke4 1Ato \lie MUer cd bad ,_ ia­

!ormod that DO oftlcW bad 4hcaued illia •Uer w!.\h ~ 01lt&14er. 

:Bolten 11 cotac to th1.al< tlle auer ewer 4ul'lac \he wekad aad a111ta -

toatat1Te i&tulrlee •oac hh aaeociateo &d will call •• 011 \lie teleplloae liT 

1140ntl110 on llond'q. 

l.o npr4A todq' a a&Jbot, lol\o11 aa14 tlle7 ba4 bad a relaUYeq aloe 80Z'Il­

hia oalee had hn $),000,000 1A \lie arb~\ pl'U &otller $),5()0,000 to 

Cfl\tral ballta, pr111clpal.q tile hedioh lllbNalt. !he lwdeo had ohoc aon &lam 

41uiac the preoea\ orloh \hall &7 other coa&\1'7 1A -.n-ope. 
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1916 

1916 

1915- 18 

1917 

1918 

1918 

1918-19 

1919- 20 

1920- 2f 

\ 

A. B. Morningside College, Sioux City, Iowa . 

Summer months in the law ottice ot Carter, 

Brackney and Carter, Sioux City, in charge 

of commercial department . 

Graduate student in Government at the state 

University of Iowa ; and during s'UIIIIIIIIrs, . 

research assistant for the State Historical 

Society of Iowa. Several monographs published. 

K. A. State University of Iowa. 

Ph .D. State University of Iowa. 

April-November -- In the United States A~, 

being d ischarged with rank of 2nd Lieutenant, 

Resene Corps . 

Research Assistant, State Historical society 

ot Iowa . 

Instructor in Poli t i cal Science, State 

University of Iowa. 

Rational Oity Bank of New York, Hew York City, 

in various departments in training tor aenioa 

with their for eign branoheaJ later in the 

Co.aero1al Credit Depart .. nt of the Pore1gn 

82 
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1924-29 

- 2 -

Banking Division, becoming a section chief' ; 

later ass i stant to an Assist an t Vice 

President in the development or the bankers 

acceptance business of' the bank, both foreign 

and domestic , including eJDdioate credi ts 

to cotton cooperative associations, and 

other cooperatives. During this period 

I took special courses in banking at 

Columbia University and the American Insti­

tute of Banking, New York Chapter, and did 

some writ ing in the banking fie l d . 

On the staff' of' the Pinanoe Depart ment or 

t he Chamber of' Commerce or the United States, 

engaged in banking and financial research 

and writing; the analysis of f'1nancial legis­

lation ; and working with the Chamber 

Committees on banking, on Federal expendi­

tures and revenues, and fiscal matters 

generally . During this period I served as 

Secretary for the National Conference on 

the Prevent i on of Fraudulent Transactions 

83 
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1927 

1928 

1929- 33 

1929- 30 

1929- 31 

1930-32 

- 3 -

in Securities , in cooperation with the 

Investment Bankers Association ot America, 

the Better Business Bureaus , and the 

Securities Commissioners ot the States. 

Also assisted in organization and financing 

ot Flood Credits Corporation tor relief 

and rehabilitation of flooded areas ot the 

South. 

Ll.B. George Washington University Law 

Sohool. 

Member of the District of Columbia Bar. 

Chief ot the Banking Division, United 

States Dally . supervision ot the finan­

cial news of the Federal and State 

Governments tor t be paper. 

November-April -- Member of the Advisory 

Board ot Shields and Company, New York 

Stock Exchange firm. . 

Lecturer on Commerc ial Law, George Wash­

ington University. 

Statt ot Committee ot Federal Reserve Board 

on Branoh, Group and Chain Banking, apec1al­

U1ng on group or holding COIIPIIDY banking . 

84 
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193:.!- 33 

1932 

1933 

1933 

19M 

1934 

1935- 37 

- 4 -

Special writer on finance tor the Consoli­

dated Preas Association. 

Editor of The Banking 'rleek. 

Columbi a Un i versit y School of Law -­

Adolf Serle's course in Law of Corpo­

rat i ons . 

March-September; Research Department of 

United States Chamber of Commerce . 

Sept ember- December -- St aff of Brookings 

Institut i on, writing book on Closed end 

Distressed Banks , and spec i a l f i nancial 

a rt i cles fo r their news service under 

't he direct ion of Felix Morley. 

January- November - - Assistant to Herbert 

Gaston , Treasury Depart ment. 

Gave course on "Banking and the liew Deal" 

at American Univers ity School of Public 

Affeira Summer School . 

Lecturer on Banking, American University 

Graduate School . 

OS 

• 
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- 5 -

1937- 38 -- Adjunct Professor ot Banking, American 

University Graduate School . 

1937- 38 

1938 

1934- 38 

Lecturer on Money and Banking, American 

Institute or Banking, Ylaehington Chapter. 

Ll . D. llorningaid e College. 

Special Assistant to the Se cretary ot 

the Treasury. 

September 15, 1938 

as 
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TREASURY DEPARTMENT 
PAOCUREMENT DIVISION 

WASH INGTON 

WJORAI!DO!.t '1'0 TilE SECRETARY September 17, 19~6. 

Roforenoeo Procurement DiThion aothitiee with reepeot to the 
work of the Temporary NationAl EoClllOIItl.o CCIIIllittoe . 

The Prooure::>tmt 01 viaion Group of the rrea.ury Depart-
!:IOllt Sll'b-C-'.ttee at the i'ampore.ry HatiODAl EoClllco Coomittee -. 
eetebllohed, 1n nuoleua form, an Jlll;r 25, 19:58. S1Dae tb&t date the 
aui&JIOd rl&f'f, now cClllaietillg at three persona, tor;ether with per­
"""""1 tcparar~ loaned, rraa time to time, by ,.._ at tho pe~ 
r;roupe at the Diviaion, baa been oontinuolla~ enr;aged 1n rosearoh, 
stuclioe, and o onferenoea De cos stU')' to de,f1ne the aocpe at the work, to 
appr&iee the lllllgll1tude and the prae>ticab1l1ty in operation or the 
several possible methocla of approach, and to detel"'line upon a proo.dllra 
that io bot!} paotioe.l:zy workable and ret.sClllt.bly sure to reveal tho 
info~ti on " ugl>t. 

" J. definite course of procedure ,.... determined upon .., 
Soptombor 101 19:58, The neoeesiU')' 1nqllirieo Ollpported by t he r eqllieite 
t'oM:\1 and e:oplanatory circulars wero placed in '\he hAnds of fii'ty- aix 
oxeo11t1 vo <lepart.nenta and independent offices at the Federal Gove~ 
J:ont ' <in Sepfember 14, 1938. 

' • :; , :Tho priDeipal <lata aought aro expeotod to reveal a canpre-
l'.cnslvo picture at tho total dollar vol~ of al l Federal Govemment 
purobt.ooa , t he proportional part thereof tb& t 1zrrohee oontn.ota 
&r'l'NO&o<l puraut.Dt to receipt at identical bi<la , the ~rical f'requenc:{ 

'd.th wbioh identical bidding appears in the necot1ation of gcmor.-t 
purchaaea, the w.ri<N.I kinde ot indlletriea wbioh follow the ~· 
of idolttioal biddi~~g, tho rano;o at abe a ol puroht.sos i n llbioh the 
practioo 11 onoOillttore<l, and the geographical liaitatiana; if q, ot~ 
t orritoriea in which the practice 1e most Fev&lent 1n variotw ~-· 
1 tiea . . The nature ot the data e><peoted to be reoohed al!Duld permit 
n\e:lerolll t.nalyaoe carollary to the prineipal iAf'ormatiClll eoug~ 

Tho ProOilrel!l<mt DiviaiClll Group h now ollj)aged in tbe e.r- I 
r""&-ltt of det&ilo of metbo<la to be aaplOfed i n tho tabul&t1Clll, > 

ooor<li ,.tion, and conoolidatian or data aa tl1e)' are received r~ the 
respective contributing ar;enciee and in 1-tiag ~~tit&b~e pereoDDel 
qualified to handle the apeoiali&ed typeo ot work reqlliftd.· .!le nu-, 
clelll at&t't' w1 U be elll.argod fl'OIII tS.O to time u the ...,1_ of wcr!r: 
reqllirea , with the firet additions FO'b&ble <Uri~~g the cc.ainr; -k. 

07 

• 
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CORRECTED COPY 

PLAIN 

London 

DatEd Scptcnbcr 17, 1938 

Reo ' d 8 : 50 a . m. 

Sccrctnry of State, 

Wnshington. 

951 , Scpt tnbtr 17 , 1 p . m. 

FOR TREASURY FROM BUTTERWORTH . 

Tht attitude of gr avE cauti on cont i nur.D i n thE 

CB 

obstnc c of authentic nEI'!S of thE outcc.m£ of th£ Chwnbtrlain­

Hitl Er convcrsatl.ons . The dol lnr opEned at t he pro- former 

r a te of 4. 60 but the first dealings litre done at 4. 79- 3/4 

r1ith the Bri t ish fund giving dollar:J . The market was 

unusually i dl e with thE r at£ chnngi ng littlE during thE 

mor ning and closi ng at 4. 79- 3/4 . 179 bars of gol d ntrE 

sold at tht f ixing at l 44s , 9-l/2d gi vi ng n di scount 

of about l d to l - l /2d, thE pri cE bEinc f i xEd on the basis 

of privatE supply and d cnnnd. Wi th rEference to thE l os t 

paragraph of 939, SeptEmbEr 15 , (l p. m., noticE wns 

givEn l ast EvEning by tht chni rr-an of Lloyds thE tffcct 

of which is to postponE fro~ mi dnight tonight unti l 

~~dnight Monday thE Expira tion of thE ori ginal 48 hours 

noti cE of tErmina tion of war risk i nclusi on i n polic ies. 

ThE 
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. . • 

-2- #951, SEptembEr 171 1 p.~., from London. 

ThE postponement is publ icly statEd to hnvE bEEn 

medE in ordEr to givE brokErs o littlE mort tioE in 

which to nEgoti atE and issuE SEpar a tE policiEs 

covering vmr risks . Inci dEntally advl cEs orE rEacl~ng 

thE London bullion markEt i ndi cati ng that· South 

Afric an gold sh1pmmts oay bE tEmporar ily hEld up 

pendi ng clarification of thE nor risk i nsurance 

situation but thE London bullion markEt b EliEvEs 

thot e ?uth Africa hns substanti a l gold dEposi ts in 

London so t hat prEsumably thE amounts comi ng f orward 

for salt v1ill bE mai ntai nEd at a f a i rly normal lEvEl. 

KENNEDY 

CSB 

..... --Ill ... _ .... 
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P'KDERAL RCSE"RVE BANK 

Of" NEW YORK 

80 

CORRESPONDENCE 
COifiDafi.IL ftLII 

01\Tr •• , ..... l?, ltll. 

1.. 1. la=o::lr:.:o~------

SUDJECT, !ILIPIOII COIYlUII.t!IOI 1llft 

IMK OP DCU.MD. 

I oalle4 loltoa n leU \hi• Mmiq. lo ha4 probob17 

,..cS 1.11 tho pqel'•, I N141 'h-' aao of our n'llloen happae4 to 

\o be 1.11 lllropeu .. , .... •• pre••'· I\ ao happ• .. , I ooDUne4, 

\bat \hta oniaN' woa Mbedale4 \o l'ftlll'll \o '-o wotan 111 \ho llOU 

tllnn. n llich' llo poald.lllo tor 11a to pu\ -• ot 011r LoecloD cold 

OD ber (.., t~t,ooo,ooo) wbloh wal.d ctn ua •re e111o1r - tor 

tunn co14 oporaUaaa 1D l.oedoa. 11ha\ I wale! ll.to h1ll \o c1o .. o 

\ o let thh th1q co throup Ilia h-.4 o•or tho wotlrad a4 lot •• 

mow oarl7 Dot wHit ma' ho ao4 Ilia aaaoohha 1D \ ho b•lr thoqh' 

ot IIIah a atb•o 8114 bow, 1D Ilia ad \holr oplaloD, 11 .. 1 of •* a 

1111 ot 111 .t.orloao ol'llla• ~d 'bo reeo1Ye4 1D IIIIJOp .. 

I ha4 DO\ halt t1a1-.. rq apMOb behro lolWil od 1a to 

WI \ bat bo ooald •U.S,.,o wba\ I ha4 011 rq .ta4. lo a .. , .... 

t he hlbrillo wu al....., lD 'h• n.oa IlleS \ba\ 'ho 8Ciaol111a ... 

arrhillc lbortl7. tbtr had oln~~q cliaeuaocl n •• 'bo!llb ' u 

prollallq bon Do\ to •uo .., ~~~~ao.Uoo ot 'bi• aon to •• -..oa••• 

tb~~r 414D'' IIIlo• tho relaUoeabip llot ... ftr !reellll7 • 4 •r laYJ 

Depart.•'· It ...ald preiiQlT bo a relaU•el7 ahple .. uor tor 

\h• to pu\ ••• .,ou (lonaa Mid Uit~J ha4 'bMIM of 1100,000) 

•boar4 \ ho I•*YUlo p~lla'bl7 "ldUUN' .., -•' et all. ... 

Ptoplo boro--tu tlla\ ' wo OIMild prollablT 1-' a fair __ , of 1014 

GD lllthor or th .. a oftiaera 111.\laMI' onllllla o 1n11\ 4oal ~ --'·0 

tht ~·*- -.14 ........ tho 1oa41., --.14 llo doeo 1a •o 1nu 
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~FEDERAL.. RE~RV£ DANK 

OJI' NEN YORK 

CORRESPONDENCE 

co•nDIItx.&L rn.• 
'" 1. ID.,..ok"'o~----

I 

DAn: Jet.t•bor 171 1111. 
SUBJEGT• tJILIPIIOI& CORIIIA!IOI Wl'nl 

B.Ail OJ DGUIO. 

rtClou ot the tb••• or 'llbnher \be ONhtr lbnld PQ\ taw hnlud. 

Did I mow tbt route 'llblah the oftlaao waa .,q~oned to takot 1 

replied tbat I bact ao 14M} tbat, •• a aat\or ot tan, bt ... ed u 
ban •aD1 aort dt\allt abollt ~ a••• of tho onlaaoa, tbdr lo ... 

UOIII!, no., thaD I b&4 bero. ••••Sal t ha\ tbtr coa.lct •" tbo 1old 

&Nard c:aie\17, Boltoa ooattaued, woulct tbla am•• otDit a ll'ttt 

Ileal of __ , at our •ct. It the ••••• ftrt ~t n ~4, 
..,ul41l't n tb• bt btUor to be quito ope about lt ea4 h.ao a 

frank •ht•ll'lt tJQ)lalallll the\ tbt abl,..,, waa aacto booauat tbt 

lnaarenot aukn bact praotloallT olaaped do~ oa war 1'18k 1D.ana ... 

It th tl'l wan 1117 pubUtltJ 1\ ,._eel u bla lt woa.lct bt bttttr to 

.. Ita a publle 1\at•tD\• I I'IIPUtcl that \o \ht btl\ ot _, IIIIOWltdlo 

\ he.re bad b- DO cllHaaaloa ot tbh aattao 111 tbo pnaa till\ that 

I uaderetooct tba\ MrlT JOI\orclar aoJDllll a .... -•tater bact 

ltahd ner \ho racllo that aoool'cllq to tatonatloe tlllllilhed "' 

a blib otttoiu -•'nl ot thla aawn waa 11D4tr _,-.phu ... 
ehtoked tato the aaUtl' •C ba4 , .. lato•ocl tba\ DO offloial 

dhcuaaect tbta •"*•• wlUl _,. outlider. 

aouon 11 ..,_.. .. \h1all tbo antao ... dlltl'llll tbo "'*• 
c ' end DUO -· \tD'att'"' taq1111'101 _, bll lttoola\01 Dd w1U 

•• on \bt \ol.,.._o liJ' .._,lat • ..... 
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FEDERAL RE:SERVC aAHK 
OP' N EW YORk 

92 

CORRESPONDENCE Dt.T'f! ltsa=\ .. lt. 1 .. , 

SUOJECTr I& I MftM1 'JM Wll 

I 

Aa ....... M4t!J'I a uftiM1 loltea Mt« .... IleA ._.. a 

r.taUnlT a1H •Nillla ld.e Mlee IleA, .. ta,ooo,ooo Sa •• 

am• plse .... ..,100,000 • .. ,nl -.u, prtadpaUJ- •• 

.-1• au11.-. tu ...... 111M.._ .... a1aa aft~!~ •• ,.-aaaa 
utl1• •• .., ... _,.,. Sa ....... 

Regraded Uclassified



I, 

EG 

SECrEtar1 of StatE, 

Washington, 

452, StpttmbEr 17, 1 p . m. 

GRAY 

BErlin 

DatEd SeptEmbEr 171 1938 

Rto 1d 10 : 10 a , m, 

Tht GErman press conti nuEs to attack thE CzEch 

Government with t•Ttr i ncreasing violencE , N.:-.7s itEms 

fEaturEd arE th£ dissol uti on of thE SudetEn GErman 

' party, i ssuanc E of warrant fo r Htnltin' s arrtst, th£ 

tntrancE i nto thE REich of a total of 231 000 

SudEtEn rEfugEEs , growi ng di scontEnt among thE Slovaks, 

Hungar1' s protEst agai nst CzEch mobi lizati on on its 

bordEr and Praha' s ordEr dtmandi ng surrEndEr of all arms 

and othtr instruments possi blE tor us£ as such, ThE lest 

claus£ of this or d er pErmitt i ng thE authoritiEs to gran t 

exceptions is i nttrprEttd to mEan that thE GovErnment is 

arming thE Communists and "undErworld" ElEmEnts against 

whom thE SudEtEn GErmans will bt rEndtrtd EvEn morE help­

lEas to pr otEct thEmsElVES than thEy alrtad1 arE, 

Editori als rEprEsEnt largE11 a rtitEra~ion of thE 

commEnt which has appEarEd during thE last thrEE days . 

ThE 

S3 
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~2~ #452 1 Stpttmbtr 1? 1 1 p~. from Berli n 

ThE points EmphasizEd arE that EuropEan statEsmEn havE 

now rEalizEd thE nEOEssi\y of Russo dEtErminat i on in 

Czechoslovakia and that HEnlEin ' s dtmand for a rEturn 

to thE REich bas found a "worl d Echo", that in its ob­

vious rEfusal to rEcognizE t hi s Praha is leading EuropE 

toward a gEnEral conflagrati on, that Mosoow is Encouraging 

Praha in its prEsEnt ooursE and i s EndEavoring to crEatE 

a s Eco~d Spain in thE hEart of EuropE and that GErMany 

will not stand by and sEE this happtn. 

ThE BERLINER BORSEN ZEITUNG publishEs on its front 

pagE a NEw York nEws despatch to thE Efftct that on his 

rEturn fron EuropE fornEr Ambassador Schurman madE a 

stattmrnt criticising thE policy of thE CzEch GovErnmEnt 

f or thE last twEnty yEars and supporting thE right of thE 

SudEtEn GErmans for SElf d EtErminati on . 

ThE noon prEss fEaturEs a llEgEd maltrEatmEnt of two 

mEmbtrs of thE GErman LEgati on i n Praha whost,car was 

stoppEd by CzEch soldiErs. 

WILSON 

CSB 
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Ill! 
This telegram mus t 
be closEly paraphrasEd 
before btin& communicated 
to anyone . (") 

Secretary of StatE 

·.vashington 

197, September 17, 1 p . m. 

Praha 

DatEd September 17 , 1938 

Rtc 1d 11 : 50 a .m. 

The f!aturt of the Chamberlain conn rsations at Brr­

chttsgadtn continuEs to causE r.auch sp:culetion . Masaryk 

telephoned from Lonnon last n1rht and stated that he had 

been unablE t o sEcurE any information. A Foreign 

OfficE official told mE that thE Oovtrruntn t was not consulted 

and had no advanzE notice of visit . Ht also said that the 

Government will Pot accEpt a plebiscite and the majority 

of the press corr Espondents asree , some holding that if the 

Govem 11rnt should agree to a plebiscitE i t "ould be over­

thrown by the peoplE and a military dictatorship established. 

The feelinG among the people is intense desoitt their 

outward calmness and t hose with whom the members of the 

LtBation have talked havE invariably su1d their people 

would fight rather than accept n plebiscit e whi ch i n the 

peculiar circumstancEs would result in thE transfer of the 

SudEtEn territory to Gtrr.tany . This pres ent nttitudr 
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HC - 2 - #197 from Praho , September 17, 1938 

muy be altcr r. cl howeve r , if Great Britain and France re ­

linquish a firm attitude toward support of this country. 

Heason for prE•tnt attitude toward plebiscite is that the 

nc~ toun~nry would bring Germany withi.n 12 miles of Praha 

c.nd r. f t•• m.:.lcs of P1lscn and would make it inevitable that 

the ~holt of Boh cmin and Moravia including their capital 

would soon be t nktn ov~r a nd t h ey c l c im thty would rather 

go t o war "'ith cert,,inty or dEi'e nt nnd d ie fighting than 

comE under the ci.ominc.tion of Germany v•ith certainty of 

treatment simil c.r to that of Aus trin . 

(Ot"l Y) YEster day the Minister of Ro.ilVIays sto.tcd 

public ly t h ct no Government hEre could survivE acceptance 

of ~ plebis c ite e nd nddtd that it could not prove n solution 

because of thE l c.rgt number of Germans outsidE the 

Su:leten c.r cc. . lfotwl thstnnding the violent Gcrmon pro­

pncnndn to thE contrary the country is fairDr quiet 

nnd no seriou s incidEnts hnvt btrn reported during the past 

36 hours . The Govcrnncnt is in complete control . There 

nrc m::my rumors c.fl ont m d peoplE nrc r.pprchcns ivt . Tht 

nttcmpto of Sudeten ngitntors to c nll a g cntrnl strikE in 

the Sud eten area sEEms not to h ave succeeded nrter being 

c ondcmr.cd by th= two lnrgcst GcrmM l abor unions ns h c.rmful 

t o the p eopl e of the Sudeten rren . Henlcin 's proclamation 

cxprt ss 1ng 
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NC - 3- #197 f rom Pr ehn, September 17, 1938 

expressing the desir e of t he Sudetcns t o bE i ncorporntcd 

in the f<tich t\nd the order c.dvising Sudctcns to dEfend 

themselves r.nd res ist state o.uthority has g i ven Gover nment 

lq~nl grounds for dissol ution of Sudr.tcn pnrty •·hich wns 

done lost night . Government plr.astd at f avorable rcnct i on 

from abrocd to this mcnsurt nnd peoplE here or• enthusiastic 

in show of strength ~t a timE when complaint was heard 

thnt the Govtrllll'mt was t oo supine . (End Gray) 

Confident i ally informed thct Benes is negotiating 

VJith the Slovnks looking to !;heir pr.rtic i pr.t i on in Govern­

ment pcrhnps being offer ed tl'lo portfolios in Cnbinet . 

Gcrmon Socinl Democrats nnd n croup of former Sudeten 

p~rty moderates have also privately expressed their 

satisfaction a t Government ' s strong st,nd 1n dissolution 

of Sudeten party ns move for m•thority end pence . I 

97 

!lin c lso told thct officinls nrc th1r.l<'ing C'f cnll1ng elections 

in December to establ ish new coalit ion . 

CARR 

G"l . 
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EG 

SEcrEtary or Stat E, 

Washington. 

SEptEmbEr 17, 11 a .m. 

GRAY 

Bombay 

DatEd StptEmbEr 17, 1938 

Rto 1d 2 : 40a. m. 

FOR THE SECRETARY OF THE TREASURY. 

Political situation, dollar appreciation and an 

announcEmEnt that Lloyds was considErj,ng canc Eling war 

risk insuranc E schEdulE causEd sharp fluctuations i n 

thE silvEr markEt . REady opEnEd at rupEES 50- 11 pEr 

100 tolas shot up to 52- 12 closEd at 51- 12. Stocks 

EstimatEd at 3600 bars avEragE daily offtakE 30 bars . 

Imports uuring thE WEEk 1540 bars o 

OpEning st Eady around rupEES 36- 7 pEr tolas rEady 

gold advanCEd to 36- 9- 6 closEd nt 36- 6- 3 . 

I1A'1'ERMAN 

.. 
··--.. 

•, 
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EG 
Paris This mEssagE muot bE 

closEly paraphrasE4 bE­
tor£ bEing communicatEd 
to anyonE. (Br ) 

DatEd SEptEmbEr 171 

REc ld 12 : 16 p. m. 

1938 

SEcrEtary of StatE, 

Washington. 

15001 SEptEmbEr 171 5 p0 mo 

BonnEt has just i nformEd mE hE and DaladiEr wi ll 

lEJV£ for London tomorrow mor ning. HE has no 1nfo~­

t1on vtith rEgard to thE convErsation at Btrchttsgadm 

or thE conclusion of thE British and EXpEcts nonE 

btfor£ his arrival in London . 

BULLITT 

RR 

i' 
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JR 
Paris Thi s tElegram must bE 

closely paraphrased be­
for e bei ng communicated 
to anyone , (br) 

Dated Septonber 17, 1938 

Secr etary of Stat e, 

'ilashi ngton. 

1~99 , Sept~btr 17 , 3 p . m. 

Rec ' d 12 :35 p. m. 

The Bri t i sh Ambassador has informed mE that on 

behalf of the Bri t ish Government he has i nvited Daladitr 

and Bonnet to go to London for a consul t at i on ~ith 

Chambc, lain and Hali fax , He added th2t his Government 

had not transmi t ted to him or to the French Oov crnmtnt 

ony account of the c onversation between Chamberlain 

and Hi tler at Scrchtcsgadt n or any i ndi cation as to the 

proposals which the British Government had dravm up. 

Thi s statement has been confirmEd to mE by the French 

Government , 

The Bri tish Ambassador said that both the account 

of the conversati on and the Bri t i sh proposals uould 

be submitted to the Fr ench Ministera on their arrival 

in London. 

Since both Daladicr and BonnEt have been a t Rambouillct 

today l unching ~ith the King of Bul car i a , i t has been 

i mposs i blE to ascertai n the cxoot hour of their departure 

for London . 

BULLIT'l' 

RR 
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NC 

StorEtary of Stat£ 

Washington 

455, SEptEmbEr 17 , 7 p. m. 

GRAY 

BErlin 

DatEd Stptonbtr 171 1938 

Rto ' d 4 :25 p. m. 

ThE EVEning papErs continuE to indulg~n bittEr 

invEctivE against Praha. Various additional acts of 

CzEch opprEssion arE fEaturEd ; notably th£ shooting as 

dtstrtErs from thE army of four SudEtEns . ThE rEport is 

Emphatically dEniEd that HEnlEin has flEd to GErmany. 

It bEing statEd that although his prEsEnt whErEabouts must 

obviously bE kEpt sEcrtt hE yEstErday visitEd Egtr whErE 

ht confErrEd with SEVEral of his followErs. OthEr 

SudEtEn party lEadtrs art sai d to havE rEfusEd to quit 

tht1r posts and a mtssag£ from Kundt is quotEd which urgts 

tht SudEtEn GErmans to mai ntain iron nErV ES and "to wait 

until thE fatEful convEntion bEtwEEn HitlEr and Chamberlain 

has tndEd" . 

Editorial comment concEntratEs on attacking BEnts and 

on rEvEaling thE influtnct of Moscow on Cztch policy 

analogous to that txtrttd in Spain. 

ROW 
OIB 

V/lLSON 
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NC 

SEcretary of StatE 

Washington 

88, ScptcnbEr 171 9 p , m, 

GRAY 

Brusu:ls 

DatEd SEptEmbEr 171 1938 

REo ' d 7 :55 p, m, 

FOR T~E PRESIDENT AND THE SECRETARY OF STATE , 

Stt my t ElEgram 83 Scptcnbcr 2, 10 a,m, and 871 

Stpton~ tr 13, 3 p, m, 

Conctrning thE situation from this anglE, I hsvr to 

advisE further as foll ows : 

102 

Thc situation h trE in Belgium and Luxembourg is charact er· 

ittd by a calm attitudE , NEvcrthtlEss thErE is acute apprE­

hEnsion over this CzEchoslovakian crisis , 

Follo\Ting BitlEr's spEEch and before Hcnltln ' s dtnland 

r or secession, meetings of the Belgian Cabinet wert called, 

My information warrants thE statcncnt that for thE past 

scvcral WEEks troop movEmEnts have been quietly madt in 

Bclgium . in anticipation of any EVEntuali ty, 

In Luxembourg it is indicativE of thE GovernmEnt's 

att itudE that thE ForEign Minister was suddenly rEcallEd 

rrom attcndancE at thE League of Netions mEEting at GEnEva 

snd that the Grand Duchess hss out shor t her holiday !llld 

rcturnEd to the capital, Some days ago there wErE 

i ndications 
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NC -2- #88, Scptonbtr 171 9 p . m. from BrussEls 

indications of panicky ftar lest Luxonbourg might bt madt 

tht first bottle gr ound through attonpts &t occupati on by 

tither thE FrEnch or thE Germans . This ftar has subsidEd 

somnthat, influEnced by tht opinion ExprESSEd in somE offi­

ci al quarters that thcrt 1s littlE probability of such an 

evEntuality under prEsEnt conditi ons because tht impregna­

bility or the Belgian, French and the Gtrmnn fronti er 

dEfenses makes ·Luxonbourg stratEBiCally lEss important. 

I personally travelled along thE frontier on tilE Luxonbourg 

side this l'tttlc c.nd so.w milts or newly trtcttd bo.rbtd wi rt 

Entanglements ond great activity in concrttt constr uction 

on tht German sidE. 

Chamberlain' s dramatic visit to Hitler generally is 

regarded os o. noblE and daring Effort but thE dominant 

conjectures seem to bE that if a solution is to bE 1mmtd1ntEly 

projected from the proposals mo.de it must come through 

spctdy o.cctpto.nc E by Grco.t Britain and France and Cztchoelo­

'vnkia?f 11hat is suspEctEd to bt Hitler ' s f i no.l donand for 

oomplttt separation of thE Sudeten arEas from Czechosl ovakia 

Either through political or through tErritori al revisi on and 

absorption by thE Reich and thE neutralization of thE remain­

ing CzEchoslovnlr stot Eo ApprEhEnsion and fco.r arise out of 

vhat 
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NC - 3- ff80 , Stptonbtr 1 7 , 9 p ,m, from BrussEls 

vh~t dtci ~ion thE donocr~ci ts m~y m~k£0 

In spltE of thE strong attitudE taken by Britain and 

Frnno£ • l nst nEEk in backing Cztchoslovok1s fou.rth plo.n 

1:1th £vtn tht thrco.t of vtnr , thE opinion sEEms to bE; 

growinG hErE th~t thE rEsistancE of both London e nd Pa r i s 

104 

1a wtnktn1n(l EVEn to thE txttnt that thEy moy po:Jsibl;r ooctd£ 

to HitlEr ' o tErms i n o final dEspEratE concEssion to ovoid 

thE horrors of fi'lr "'.nd t o EffEct vthct might bE rtgordEd ns 

0 pEr 'l!:lntnt compositi on or Europt::m PECIC£ , ThtrE i s mOrE 

cErt~inty 1n t hE conj tc tur t c.s to flhot H.i t1 Er 1 s dEI!Ulnds arE 

th"'.n thErE is in whet mr.y b t thE Frrnoh attitudE nnd thE 

British attitudE nr tEr Pa rliamEnt is convokEd, 

Outsta nding in thE public rE~otion among BEl g i ans 

la thE convict i on, hEld wi th EXtrEmE s a tisfacti on , thot 

EVEnts h:.v t. s ErVEd to onphasiZE thE •i•dom of Btlgi um1e 

policy or isol ation a nd indtptndtnct, 

ROW 
EDA 

DAVIES 
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OONF'IDENTIAL 

....,.......~-. .. 
W. OUICM.O.C. 

~ .. 17. 1938. 

M!¥\I!'IDIW 10. 14 raa t111 CJDJI7 or sun, 

O..ral 81tuattce. IJo ohuce. 

Jlllttaq 811:\l&tioll, n.. tollowill& illtoratt=. 
dated 9o55 IJi., a.~r 17. 19~.-.. .-.t....a rr.. t~» 
111Utar;y .ltt.ohot ill S.rlillr 

•n.. quoo.ti ... ot S..s.tc &lltoii<IIQ' - a 
dead 1 ...... .l pl•bhoit. or a.-JIIoli~ 
IIUapria:A illt.rnDtiOil 1e - tM Olll;y ooll>­
tiOil. Ill lorth 0..-..:y llO -b111aat101l or 
-..ztratiOil ot troope hu taDD pl.aoe. It 
1• aloo probabl• tbat DO abDoral llillt.r;y 
_,..,... ban ba• taDD ill South 0..-..:y, 
rn. .lll.tria &114 BU•oia • roporta baw 
been l"etNi..-.4 •• 

tioa. 

OONF'IDEN'I'IAL 
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TREA.SURY DEPARTMENT 

IN'T'Dt OP'Pic:a COMMUNICAnON 

""'"' Sep~llber 17, 19)1 

To S.ore\az7 Korpn\baa 

Cloee SIP!, 17, 19)1 

arruce4 tor f ollOYiae ehlpef 

Skeaehlp 

Parle 

• 

OOUIBIU! D~ 

.111,000,000 

-

Mou\ 

$11,)00,000 

11,)00,000 
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Regraded Uclassified



L )cfos 
J.P.M. p~ . 

JJt~ rr ~~~ .. ~ "1-IS-~o 

1/Yv. o...... J'(k.4..L ~s. 

Jj... fiAIO c.,.., oAr---' , 
~~ · 7/v. .u~ ~A. 
ktl- 41- cl. J~ /.n-J.l. fflM .:. 

~OoN>fJv,c.u , hJ. ·1 :ln. fh.1.l 
t;bf'/.""- kA E ~ :fn- f'* i-, 
J J J,..JJ.. ~ <n"l'1- t. 'J rW" R ~ .u , 

s., tf.,J. ;- c.- ~ ~ .;~­
-,:_ I.,.;. ti.J-.- "'F ~ . .:J .u,..,_ 
c;w J J.,W- ~ l. c.q:>~' ric;. 
(Jt_ J .J n... /A ( If' ' V OJ. X, ft.. /.l):u-

J st~ ~ q)-V1. • fi.J ,._.ivt. j. (1/o,.;rl.. 'I .Z -8 I 

'r~/flol 

• -

Regraded Uclassified



PA.~.u>HRASE OF TELEG!Wt 

FFOM BERLDI 

No. 456, Septe~ber 18, 2 p.m. 

Strictly Confidential 

Henderson and I Just had a long oonveraation. 

Hender son ie under greater etresc or emotion than I have 

~ver noticed in him and he awaits with quite evident 

l ack of pat ience the London Cabinet's dso1eion and t he 

resul t s or t he Dalad1e r oonverea t lone. There wae not 

g l ven t o Hender@On by Chamberlain e r~el idea or what 

wee ln t he mi nd or t he latt~r. Chamberlain contented 

hl neel! wl t h a reeume or hie t a l k with Hitler. Henderson 

feels extremely apprehensive or any delay. In tact he 

wae, he Bal d, in despa ir over thP oiroumetance that he 

hed pr eached fo r four months that it was urgent , t hat 

oack JoOme he had been listened t o by nobody, and that 

he was , he re l t , a voice in the wi l de r ness. 

No nore than did Weluaoker did he try to gl.ve an 

account in detail or t he Berchteegaden convereatlon. All 

t he eece I got t ne same impres~ion or t he eituetion ae 

I got from what r wee told by Weizeaoker, and there wae 

even uee or the same words •ces s i on of te1·ri tory•. It 

•~e explained by Henderson that Chamberlain had employed 

t hle phrase and that i n hie mind it waA probably the 

eynonym or selt-determi natton. 

The ~elegr&EB wh i ch Henderson had sent t o London 

tn t h11 paet two days were brought out. He made the 

following poi nte. ChamberlP~n'e coming rorestalled 

107 
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mlll tary action. Chamberlein has been oromised by Hitler, 

and Hi t l er wi ll not break his promt• e unless calamitoue 

events occur in Czechoslovakia , that no m111tary move 

wlll take place until Chambe1•let n and he can hold the 

n~xt Meeting . It has been vigorously report~d by Henderson 

that should the ~estern Powers refuse the adoption of the 

rlght or self-determination or even adoot it hedged about 

wlt..'l nuroeroue conditions, to t alk to Hitler agal.n w111 be 

q~lte useless. In fact, Hitler wl ll msrch ana the result 

wlll be general war in Europe. On the contrary , !t' the 

Brttteh and the Fre nch are wtlltng unconditionally to 

sdopt the principle or selt'-determinntlon in their talka 

wlth Hitler i t should be possible for them to gain cer­

tein conoesa •ons with regard to the manner of ef!~cting 

this or lnciple. Henderson hae urged a further necessary 

~lnt in tha t oreseure to a ccept self-deter~ln&tlon be 

put upon Benes a t once . Na turally th~ very serlcus rlsk 

exists t hat there will be refueal on t he oart of Benes 

or that tn the even~ thPt he accsots aslf-deter mination 

the Cteohoslovak people will r~volt. Should t his occur 

Germany will intervene and B locsl war r•U l occur . 

SECTION II No . 45? , September 18, 2 p. m. 

It ie argued by Henderson and lt hae been eo re~orted 

by hi~ t hat there remai ne the choice, lf war oust come 

out or this, between a widespread war on a poor cause 
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which I nvolves the ~or the de110cratic idea of 

pel t -determination or a small limited wer. To hi e mind 
beet 

t he/choice is clear. Ae he pute it , England and France 

must mBk8 the choice between war with Germany and the 

adoption without conditione or t he pri ncipal ot eelt­

determinatlon . It t he second is cho~en they will necee­

ear l ly, however repugnant t hey ma y fi nd the task, have 

to terce BeneA to accept. It t he idea or eelr-determination 

finds acceotance, the coercion or Benee in some way can 

not be avoided, either through fri endly pressure by the 

Srl thh and French or Ge rman armed oreesure. 

A gatheri ng or t roops north ot Vienna i n Austria 

Is also being reported by Henderson. He is no t certain 

lbut he bel1evee that there are going f orward certai n 

military ore parations near Breelau ( eee my 451 , September 15, 

noon, reporting summary by military att~che) I have juet 

been to l d oy our milit ary attache t hat the Commander-in­

Chief and t he Chief ot St~r la~ t night entertained 

the military attaches at d1 ~ner in Ea, t Prussia. Accord­

Ingly It 1e obvious that t here wae no inc ident contemplated. 

I wae told by Henderson that jus t. betb re he lett 

Nuremberg hie Government had telegraphed him t o stay and 

to send word to Rlbbent rop that there wae forthcomi ng an 

urgent meeeage. 

For t be reason that Hender son recognizad the peril 

ot an additional warning, he d i d not alther notl(J the 

! 09 
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Gel'lilao Foreign :Ainleter nor remain a t ~·uremberg, and be 

~old hlP Government so. Thte incident muat have haooened 

at Jus t about the same moment ae Henderaon gave to the 

pt•ese hi s s t ot oment . 

Yes t erday af ternoon t he British Ambaeeador eaw 

Goering at the (?) Karinhall and urged uoon h i m to do 

every t hing ln hie power tor the maintenanre of oe ace, no 

matter what the orovocatton , ~r·tl Hitler could again 

t alk with t he British Prime Mtnl~ter. Henderson was 

reassure" by Goeri ng in thle l-:>lloect RJld decl ared ths t 

Hltler had given his word and t ha t unleFf! t he re wpc some 

cds.mltous u;:>heaval i n Cuohoslova.kia , nothing would be 

done unttl there had been started fu r ther negoti a tions . 

It was eald with emohasis by Goe rlng that to at'.ach any 

condl ttone in acceoting self-determination w~uld be 

:>rovocatl ve and or no use, e.nd he urged t he t t he Brl t lsh 

~vernment be told so by Henc5erf'on . In rl'gard to Gennan 

oreoarednese Goering spoke tn confident terms and ae 

ror t he ai r, it was declared by him tha t Great Britain, 

Ctechoslovakla and France combined were weaker than Germany. 

Goering did not bluster, according to Henderson , but hi e 

very r estraint was omi nous. 4ccord1ng t.o Goering he wa s 

exoecttng vteite trom t he Hungerten ~tnteter and the 

Polleh Aalbaeeador and he expected that thPy would both 

ta lk about the1r minor1tle1.1n Cteohoelovakla and ma&• 

• 
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~he requeat that in any settlement theee m1nor1t1ee 

should be taken care or. It wu a id by Goering that he 

intended to eay that t he German interest wae in the 

Sudetene only and not in what might happen to a~ other 

part of c~echoslovakia . 

ThiB meeeage 1e not being repeated to London or 

PerU because or tht> reaeone mentioned in my 453. It 

may be de e 1red by you to info rm t.nam. 

WILSON 

111 

• 
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PARAPHRASt: OF TELEGR.UI 

P'ROII PRAGUE 

No. 204, September 18 , midnight. 

I was informed today by the Minister of Foreign 

Affaire that it was hie emphatic belief that the unity 

ot C~echoslovakia is complete with regard to defending 

t he country, t his unity including even the Communists 

among whom are splendid soldiers and who are considered 

to be a strong factor in t he defense or the country 

because or the communieW'harror ot Nazidom and because 

of t heir anti-Fascist opinions. 

The raot that Slovak participation in the Government 

coalition would be invited (my no. 197) was confirmed by 

hi m and he remarked that in t he defense or Czechoslovakia 

al l Slovaks including the followers or Hl1nk~would Join • 
• 

There has been made a protest by the German Onder 

Secretary for Foreign Arra1rs to the Czechoslovak Charge 

d'Affaires against the r eported c~echoslovak1an troop 

mob1li~at1on. According to the Czech 111n1ster tor For­

eign Atta1rs there has not been mobili~ation but some 

thousands or reservists have been called to man the 

bor der ·tortitioat1one which had been virtually emptied 

ot troops beoauae or withdrawals to preserve order. 

Furthermore to maintain state authority and to defend 

the nation the present move wa• absolutel1 indispensable. 

1 ~ 2 .. 
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With regard to the address by NUseolini today h11 

opinion wne expressed that although the Duce would like 

1!3 

a confl i ct to be l ocalized, nevertheless if there should 

occur a war with the Powers lining up, on the German 1tda 

ther e would be found Italy and this i n spite ot the tact 

that everyone except Muesolini in Ital y is aware t hat in 

t he long run it would be disadvantageous to their country. 

Answering my inquiry it was said by t he Foreign 

Mi ni s t er that there had been made arrangements to evacu­

ate the Government on t h e Slovall:lan-Morovia line but 

t hat t his evacuation would only be emergency action to 

be preceded by the setting up at t he selected location 

ot a skeleton or ganization ot government department• I t 

was emphasized by me that all my i nquiries were i ndicative 

ot no special worry but corresponded merely to meaeuree 

in anticipati on. The Foreign llin1eter declared that t h11 

was understood by him and that hie own government had been 

t hinlcing in exactly the same terms ae thh. 

Although tbie Government's maintenance ot an unyield­

ing attitude with r egard to a plebiscite has been tully 

known to me nonethelee1 I d1ecueeed the matter once more. 

I was lett by hi m altogether unoonvinced or the adequacy 

ot his argument against a plebiscite. Hie reterenoee were 

merely to geographic, eoonomlo and hi storical consi dera­

tione and thie did not eeem to envisage conceding the 
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pleb1eo1te tor the .ate ot avoidance ot the tr1gbttul 

consequence• ot seneral war 1n Europe. 

CARR 
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September 19, 1938 

c ~ 14t 
1:!.5 

The President says that it is his opinion that the 
Czechs will fight nnd I told him that I thought the Czechs 
would fight . He says that he has thought out this idea to 
get word to France that 1t she gets into this fight that 
she i s not to attack but stay behind the Maginot line and 
th3t the countries surrounding Germany if they decide· to go 
to war should make it a defensive one and then both on land 
and sea to shut orr Germany•s supplies. He asked me what 
I thought about it . I said, "I think it ' s an excellent idea; 
thR t if properly carried out there is a 60-40 chance of 
brinRi ng Germany to her senses•. And the President added, 
•If the various countries should attack Germany they only 
h~ve a 40-60 chance of being successful•. 

The President gave me the feeli~ that he is ready 
to go pretty far in demonstrating United States sympathy i n 
such a move. Be said, "The time is past for speeches on =Y 
par t•. I said, •How are you going to get this across to the 
English and French• . He said, "That is my worry•. He said, 
•1'/ha t about Kennedy?" I said, •You know, llr. President, you 
cnn•t trust Kennedy" and he said, "That i s right• . He said, 
"What about Bullitt?• I said, "You can trust Bullitt abso­
lutely, unless his emotions get the best of him•. The 
President said, "I guess my best bet i s the old boy up at the 
British Embassy•. (meaning Sir Ronald Lindsay) And I said, 
"! think that is right• . I said, "When are you going to do it" 
~nd he said, •Ir I am going to do it, I am going to make a 
J:Ove this afternoon•. He said, •&.lllitt i s coming in at 
2 o ' clock and I am going to put it up to him". 

I then did something which I bad never done before -
I criticized Hull to the President. I said, •You know 
~!r . Hull , as represe.nted to the public, is about 100)( different 
than the real Mr. Hull". The President agreed readily. I 
was encouraged. I said, •You know last June or July you put 
up to him this question of assisting the Chinese and he 
followed his usual policy by trying to wear all of us out and 
then do nothing• . ,The President said, "That is right" 

I said, "You know, Mr. President, if we don' t stop 
Hitl er now he is going right on down through the Black Sea -
then ..nat?• I said, •The fate of Europe for the next hundred 
years is settled•. •There is no question in =7 mind that if 
the countries around Europe would establish a blockade we 
could choke Germany to her knees and that is our last chance.• 

*** ******* 
The President said he saw no reason wby we should not 

give this gold shipment publicity. 
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TREASUJitY OEPAJitTMENT 

IHTDI OI'J"'CC t;OMMU HICATION 

Sept. 19,1938 

:;,crot&Iy !.!orgentbau 

llorm:ln Oliphant 

R~ : Sw ni>h Sllvtor I.iti,.ation 

Con::nla Zabe.la , a Vice Preaident of the Benk of 

: · 1 • , r.ocent l.: CI\IIC to t>tis coWltry on bUDiness !or the 

(.~ :.1 t ~overn:~nt . ·~en Sullivan end CrOIINell le<1rned of 

Li• ~>ur,· so~!\t t o o=tdne hi:l a~ • wi• nesJ . After d iscw;-

1-,:: t'l< ..,. tter with us the SJl"nisb EmbP.G"Y uked the State 

''< •rtMcnt to recognize Z..ix:.la 1, diplon...tic et.-tus so t hat he 

··~·•ld not h:>vc t o testilY, The Sp~nioh Eml"'~"Y hn• just t old 

u.; ~,,, t :;t;,te DeJl~rtment has rc~u:;cd to iosuo t he cert i f i cate 

r~co.;~i·ing Zabala 1S d i glomtic st<.tUD • 1 SU(;(;e&t t :>at you 

t lln>tonc Hull , tell h1:t of our J.nteret>t 1n the ""tter, ani 

sk th • the ~roper certi'"icate be issued llcOdiatel;,• • ' 
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TREASURY DEPARTMENT 117 

IHnR OJFl"'C& COMMUNICATION 

4 ° ' lrl• '' 'HI P· •· IPD=o• 
n gtr Mr"RR\ 4N1y SM ,.., Jrk 

liu tlu.otllatioaa ,..... U..n la tM .,_, ~ ..n.\ .. 

... , 4qa of Uae paa\ ... k all4 nlla\aa\1111 M\ 1 ..... nro nooi"U4 liT 

bo\h !reanl'J lloll4o a4 110\ea. t.ooaoa '117 !z'Mftl7 lloah nuop4 f:r. 

about 3/.Y of a pola\ \o 1 1/ 4. polab a1. looo" liT !z'Mn17 ao\" . . 
rqe4 f,_ 1/ 4. ot a pola\ \o 3/f.e of a pola\. !Ueo leuoe, plu aa 

norac• lou of Ucnt.\ 1/a at a po1a\ liT llo!Wo 1a \lao lae\ tuM ~ of 

\he pMViou •Mk, plao" *o aTv-co of ~·• lane• diu or olllla"tlo 

afwr olcb\ 7ean aloooL\ 1 3/1 polab Mlow ·u..\ of lop\•llv '*- \be 

4111 batoro \lao \eae ot a. Sop-'Mr fs.-lac nro.,.... lalna. 

Dlu1.ac \lao oatire week \lao MJ"Ial\ wa ooa\l-17 u4n *- 1»­
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TREASURY DEPARTMENT 122 
INTER OFFICE COMMUNICATION COtlFIDEB'!I.U. 

September 19, 19}8 

fii'OM 

Secretar~~~nth&u 

Mr. Baa~. 
The Business Situationi 
Week Ending September 7, 1938. 

TO 

Subjeot: 

Conolueiona 

(1) 

Current indices or business activity, reflecting commit­
menta made some time b&olt, continue to be well maintained 
t hough some slight eTidenoe or a slackening tendenor h&e 
aopeered reoentlr. The J'RB index tor August {prel1.111nerr) 
atands at g6, showing a gain or 3 points over Julr. The Jew 
York Times index dropped beck soiiMIWh&t during Labor Dar weelt, 
&!ter advancing tor six weeks. Barron' s weeklT index has 
tor three weeks shown signs or levelling ott. 

(2) 

'l'he eharp break in stock prioes this week, which has 
carried the industrial stock average to the lowest level since 
the end or June, has foroiblT brought home to American business­
men the seriouenees or the war situation. It appears to oontirm 
other indications pointing to some interruption in the recoverr 
trend thie fall; t1ret, because the decline in stock prices 
•111 adverselr atfect new buring; and second, because the drop 
in industrial stooke below the lowest prices or July and 
August, following earlier declines or the railroad and utility 
groupe, will be accepted in manr quarters as indicating funda­
mental weakness in the buainess outlook. 

(3) 

Busineee in some linea has alreadT begun to be attectad 
by the cr1a1a abroad. .t. reaort to hand- to-aouth buT!ng in the 
last tew days i s reported trom the textile, ehoe and leather 
trades . Previous to the market break, a declining trend of 
orders for lumber and a leas satisfactory demand for ateel in 
lome important d1~triota, had been reported. In certain war 
COitltOditiea, on the other hand, a epeou.lative run- up in prioaa 
b.aa occurred. 
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(I+) 

The experience or 1911+ provides no adequate guide to 
what may hap~en t o our economy in ca se or war, since condi­
tione now are r adically different. An analysis or the pos­
sible reactions suggests that (1) the first impact , as in 
l ql4, would be a rush for liquidity on t he part or domeetio 
security holders but wi th foreign liquidation probably a 
much lees important immediate f actor; (2) Government bonds 
~tould be more vulnerable than in 191~, owing to the much 
larger volume outstanding and to their concentration in 
bP~s as speculative investments, although increases in 
both short- and long- term interest rates would be held in 
considerable check by the far stronger positi on of the 
~~eric~ banking system: $3 billions of excess reeervee , 
huge gold reserves, and little noaslbi lity or great foreign 
~omand t or repatriat i on or tunde. 

Outlook affected by market decline 

The sharp break in the stock market this week ie signi­
ficant in the business picture from two no1nt s or vi ew: it 
brings strikingly to the attention or American businessmen 
the seriousness of the European situation, and it provides 
the f irst clear warning tha t everything may not be satis­
factory in the domesti c business outlook. 

During the past month or more an almost unanimous belief 
developed in t hie country that a fall business boom waa i n 
t he making, and that it would become evident after Labor Day, 
Yet the trend or industrial orders showad no indication of 
such a boom, and eome evidence appeared that the rate or 
activity during August reflected in nart a speculative anti­
cina tion of orders. Actual orders have not materialized ae 
expected, apparently because or the weakness in the foreign 
si tuati on and i t s resulting pressure on commodity prices . 
'Yi th the psychological background eoc-ewhat unfavorable to 
begin with business confidence has been severely shaken by 
the stock ~rket break. The tact that industrial stock 
~rices have dropped below the lowest levels of July and 
August , following previous similar action by the railroad 
and utility groups, will ral.se the question i.n many quarters 
na to the soundness of the domest ic business outlook. 
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( 4-) 

The experience or 1914- provides no adequate guide to 
wb.at may happen to our eoono111y in case or war, since oond1-
ttons no..- are radically different. An analyaia or the noa­
alble re~otione euggeeta that (l) the first illlpaot, ae in 
19111, would be a ruah tor liquidity on the pert or security 
holders but with foreign liquidation probably a lese imoor­
tant i mmediate factor; (2) Government bonds would be 111ore 
~nerable than in 1914-, owing to the much larger volUIIIe out­
atending and to their concentration in banks ae speculative 
Invest ments, although inoreaaea in both abort- and 1ong-ter111 
Interest r a tes would be held in considerable check by the 
tar stronger position or the American banking eyste111: $3 
bill ions or excess reserves, huge gold r eservee, and little 
coesibility or great foreign demand tor repatriation or 
funds . 

Outlook atteoted by ~~~arket decline 

The sharp break in the stock market th1a week is signi­
ficant in the business picture from two pointa or view: it 
brings strikingly to the attention or American bueinessmen 
the seriousness or the European situation, and it provide• 
the f irst clear warning that everything may no t be satis­
fact ory i n the domestic business outlook. 

During the past month or more an almost unanimous belief 
devel oped in this country that a tall business boom was in 
the making, and that i t would become evident attar Labor Day, 
Yet the trend ot industrial orders showed no indication ot 
euoh a boo111 , and some evidence appeared that the rate ot 
aot1v1ty during August reflected in part a speculative anti­
ci ostion ot or ders. Actual orders have not materialized aa 
exoected, aooarently because ot the weakness in the forei gn 
situation and its resulting oressure on commodity prices. 
,i:~ t he paychologioal background somewhat unfavorable t o 
begin ·11i t h, bueinesa confidence haa bean a eve rely shaken by 
the s tock 111arket break. The taot t hat induatrial stock 
Pr1ces have dropped below t he lowest levels ot Jul y and 
Ausua t , fol l owing previous eimilar action by t he railroad 
end ut ility groupe, will raise the queation i n many quartera 
ae to the soundness ot the do111eet1o buaineas outlook. 

12~ 
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t hough the aarket decline has been generall7 attributed 
to the war crisis, some eoonoaio writers have al r ead7 b88UJ1 
to ra ise the question or its e1gnitioanoe 1n the outlook tor 
business. The Annalist, tor example, says that the •collapse ' 
1n stock prices has introduced a new element or uncertainty 
into a situation 1n which the proepeota tor uninterrupted 
recover7 were already becoming somewhat lees clear. Aside 
from the increasingly critical nature or the Eu.ropean position, 
there has been observable a tendency toward a slackening in the 
rate or recover7, despite brisker retail trade and despite the 
unqueet1onabl7 eatistactory nature or August trade statistics. • 

The New York Times index tor the week ended September 10 
decl ined to g~.5, as compared with the previous week' s figure 
of g5.3, atter having advanced tor six successive weeks, 
t hough t he decline may have been due to imperteot adjustment 
fo r t he Labor Day holiday. Barron's weekly business index 
has t ended to tlatten out t or three aucoees1ve weeks. 

The FRB index tor August, estimated at g6, showed a 3-
point gain over July largely because or a sharp improvement 
1n steel and textiles. Steel aot1vit7 at present is apparent­
ly running at a rate in excess or current orders. Cotton mill 
activit y has b een declining since the middle or August, follow­
ing i ts very sharp summer rise. (See Ohart 1 . ) 

Some curtail aent or orders reported 

The lese optimietio views or business analyots, together 
with the impact or the market break i tselt, seems very likel7 
t o cause a turther curtailment or new buying. Si nce taotories 
now, in most industries, have no large ba.okloga or orders to 
susta in production, this would be retleoted very soon 1n a 
curtailment or operations. 

Some evidence or curtailed buying following the European 
crisis has already appeared, according to trade reporta. In 
the Worth street textile market, ealea tell ott markedl7 ae 
buyers held aloot and watched European developments. Until 
the uncertainty dies down it i e telt in the t rade that buying 
ot textU es Will be oont1ned to nearb7 needs. 

In the shoe and leather trade, deap1te a bullish doaeati c 
s ituation, buyers are reported to be unwilling to make advance 
comm itments under present uncertainties and tor the t1lle being 
have adopted a hand-to-aouth bu7ing po11o7. 
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Representatives or the lumber trade , confirming our 
previous opinions, explain the decline in lumber orders since 
the middle or July ae having been due to prertoue excese1 ve 
buying, which went into inventories. Our figures show a 
ateedy decline in average orders per mill from 505,goo board 
reet duri ng the week ending July 16 to 364,500 board teet 
during the week ending August 27. 

126 

Steel orders so tar in September, accor ding to the Iron 
~. h&.ve failed to expand as much lls had been expected. -rn 
tEe ?itteburgh district, while incoming business is reported 
•• slowly i~prov1ng, it does not show the eame aotirtty as a 
c:onth &"'d. a half ago. For the Chicago district, second in 
1~oortance, it is stated that 1 A note or disappointment is 
apparent in this district, due probably to t he failure or 
epeclfications from all sources to expand as rapidly &.ftsr 
Labor Day as opinion indicated they might .• Our confidential 
reports fro~ the u. a. Steel Cor9Qration show orders last week 
at tne same l evel as the previous week, equivalent to about 
J1 cer cent or caJ)aci ty. 

Suying in the markets tor certain traditional war mate­
rials , such as wheat , eugar, coJ)per, and other non-ferrous 
::~etals , has become more active . A considerable part or the 
buyi ng, however, is aJ)parently speculative, !)art of it repre­
eenting short covering. 

The situation in 191~ 

In r eferring to the trends or eoonomio indices in 191~ 
(See Chart 2) tor guidance in estimating the etteot or wa.r 
on our economy, it must be keot in mind that the 1914 situa­
tion in certain important respects orrers no parallel to the 
present situation: 

1 . The large volume or foreign holdings or our 
securities are of a dltterent character trom 
those in 191~ . Being here primarily for safety 
rather than tor investment, foreign holdings are 
not likely to be l1qu~dated and repatriated on 
the outbreak or wv-. lo!oreover, there ia high 
probability that much of web holdings would be 
nationalized by foreign governments and arrange­
mente subsequently made tor their orderly 
liquidation. 

, 
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2. The character of the GonrDIIIent bond market 1e 
now entirely different , hence, the stable tendency 
ot high grade bonds in 1914 OIUUlot be considered 
as a precedent. With the present huge volume of 
Government securities outstanding, largely held as 
a s emi- speculation by banks, the bond market would 
be much more vulnerable to any rush tor liquidity, 
although increasu in both short- and long-term 
int erest rates would be held in considerable check 
by t he tar s t ronger position or the American bank­
ing system: $3 billions of excess reserves, huge 
gol d res ervee , and little possibility or great 
f oreign demand tor repatriat ion or tunds, 

As we view the situation, a break in the securities 
markets at t he outbreak of war, largely as a result or liquida­
ti on by domestic holders, would be unavoidable. The crisis 
during the past week, we believe! was sut!ioiently acute to 
orortde some guide to the probab e reaction to an actual 
dec1Rre.t1on or war. Business would almost certainly be 
af fected rather quickly, s1noe the laok or any l arge backlog 
of orders and the recent tendency to accumulate stocks have 
Qade business vulnerable to adverae developments. 

The preaent outlook 

Excluding the war factor, an anal yais or the immediate 
outlook suggests that businesa recently has become over­
opti mistic, ha s gone ahead somewhat too rapidly to be main­
tained, and that temporarily at least a period or irregular 
or decl ining business activity is probable. Having apparently 
turned the corner into an upward trend, however, business hae 
gained a momentum wblch will tend t o support it on any eetbaok 
and will make a further recovery easier wbe.n t he next favorable 
development ooours. 

127 

It seems doubtful that a peaceful settlement or the 
Czechoslovakian problem would prevent a period or irregularity 
tb1s fall, While it would tend to strengthen foreign ourreno1ee, 
and bring a atrong imprOvement in international business senti­
=ent, it woul d probably not be sufficient to offset the evidence 
ot underlying weakness in the business situation which bad 
begun to appear before the European oriels gave business itt 
recent shock. This has been reflected in our new orders index, 
ehown in Chart 3· contrary to widespread expectations or an 
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1aPronaent ill ordere duriq 8ephaber, oar total 1Jadelt for 
the eteond weelr. of Septeaber (prel1a1aar7) 4eol1ae4 to a low · 
thlt bas been reaohed oal7 oaoe e1aoe the th1r4 nelr. of .nme. 
lb1le steel ordere han 1apron4 aoderatel7, other ordere han 
1hown further deol1aee. 
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September 19, 1938 

The President said he saw no reason why we should 
not g1ve this gold shipment publ1o1ty. 

132 

Regraded Uclassified



H,II.Jr: 

Operntor : 

H.M.Jr: 
Addrel 
LeahY: 

H.II.Jr: 

L: 

R.ll.Jr: 

L: 

H. M.Jr: 

L: 

R.M.Jr: 

L: 

H. •· . Jr: 

L: 

!l. M.Jr: 
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Bello. 

Go ahead. 

Hello. 

»on day 
Septe.Oer 19, 1938 
9t 04 a . m. 

Good mor ning, Mr. Secretary, this i s Admiral 
Leahy speaking. 

Good morning to you. 

I had a t alk with t he President Saturday afternoon . 

Yes. 

133 

And I'd l ike to come over and see you for a mmute 
and explain the situation m regard to that ship11ent 
business . 

t:Jh huh. 

Before you see the President. You're going to see 
him today , are you not? 

Yes , I am. 

Well, could you gi ve me five mmutes? 

Can you come right away? 

Yes s ir. 

I'll be delighted to see you. 

Well, I ' ll be right over, sir. 
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Berman? 

September 19, 1938. 
9 : 30 A. M. 
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One itetn of news . llr. Johnson's informed that 
t he Standard Oil CompanY of New Jersey • • •• • 

Louder. 

Mr. Johnson informs me t~~t the Standard Oil 
Company of New Jersey ar e initiating a plan 
against dumping of oil from Uexico. As far as I 
see, there is nothing to do but advise the State 
Oepart:nent. 

Well , advise the State Department, and when you 
and I get a minute to think, I want to understand 
it myself . See? Advise them, but please •••• 

I'll hold it, and talk to you. 

Yes . I want to know about it. 

What els e, Herman? 

In going over those various things which the Depart­
ment would have to do in the event of an outbreak 
of Baropean war, ever ything seems to be in ship­
shape and it can be done quicklY except one large 
area, ' and that is the general arrangement for 
liquidating foreign aecurities; that is, to 
prevent • • .•• 

Well, Mr • • • ••• • 
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TREASURY DEPAWTMENT 

IN'TP CWP1CC COMMU MtCATIOH 

.... 
TO 

Secret ary Yorgenthau 
SapteDber 16, 1938, 

.... I!Ol\lltll1 Oliphant 

Tho following are things which aight be nece aeery tor the 

':'r•' ury t o do b rnecl.iately i .t a genero.l European 'iOill' broaka out: 

( J. ) linoke the general license under •hi ch to reign 
exchange t ransactions are now taking plcce, tlrua 
reinstituti ng the forei gn exchange control which 
we had pri or to Novcber 12, 1934. SUch control 
should probably be extended t o ordi nary coa:~•r-
c1aJ. tran811ctions, whi ch "ore not prarloual1 coYered . 
Tblc can be done without let~1al.o.t1on . Within this 
frame , any degree or control deo1rod could be 
co.rr1ed out. 

( 2) Phno should be developed w1 tn SU: 11nd the Federal 
Reserve Board t or dealing with the sudden liquida­
tion of foreign-owned securities 11114 tor support­
ing t he Government bond market . Thi s might entail 
t he closing of the stock urkete and would cer­
tainly i nvolve the setting up or m&chinery tor tho 
or4er.l.y liquidation of tor eign-o,.,.ed securities. 

( 3) Telegraphic notices have been prepared tor col­
lectors or Cust0!!18 an.d Coast OUar4 otrtcera to pre­
Yent the departure of n asels intended tor b.ostU1 ties, 
or to supply 'IOU" ahlpa or bal.ltgerenU Wid generally 
to enforce noutrali ty . 

( ~) All the papers have been prepared interning veaaela 
or belligerents i n American wetera, i t that is 

4eo1red, 

Yot· ~our h ter use, I will aand you a memornndwn conring 

otber s tepe 'Which would not need to be taken et once, but which might 

c""e elooo i n the course or a tew weete. 
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And that is broader than s . E. c. 
Well , Judge Raley said on the return of Mr . 
Dougl as , be and Judge Haley will come over to see 
me on the other matter, and I want you and Hanes 
her e, and when they come we can t ake tha t up 
in case of worl d war. He said as soon a s Do~glas 
gets back be will call me. 

I t hink it will take several dnys to develop a 
pl an. 

VIall , let's wait until they cooe over, and then we 
can start it - set up a litt le co~ttee, between 
the two of us , and "orlt it out . I am not very 
nervous about selling of European stocks. I 
don't see whY we should sell. Do you (Ranes)? 

No, I can• t . They had e meeting about that over 
at t he S. E. c. l ast week; I can't see why the 
individual investors would be dwaping stocks on 
this market . 

Certainly, any Government would take oYer any 
securiti es - their nationals - they would want to 
keep the mar ket up. I covcr~d that with the 
President, and Mr. Hull , and I can' t see any reason 
there should be, ani the longer this thing is over 
our heads, the longer opportunity individuals have 
tiDe to adJust themselves . Is that right? 

The t • s right. 

Hub? But I still say that when Douglas comes over -
I don't want to call him; I've gone as far as I 
can, bringing this other matter to their attention; 
i1' I go any further, it' s a question of usurping 
mY author ity. Judge Raley said as soon as he got 
back, he •d call . There is such a thitl8 - well , I 
don' t want to have S. E. C. say, "VIe 1re responsible 
to t he Pr esi dent, not you. " I don ' t want to do 
that . 

(Nods t o Mr . Oliphant . ) 

Before you go on to t hat , wr. Oliphant, you might 
want to point out to tho Secretary that dumpinc 
would have to be the Secretary's decision becau~e 
it involves inJury, and because the i nJury i s 
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determined her e , so that the finding doesn ' t relate 
to the State Department yet. 

Well , the knowledge that the Standard Oil of New 
Jersey has this in mind- certainly should be 
acquainted with t hat. 

But I wanted to make sure you knew the decision 
wall yours . 

WhAt else, Her man? 

Doris - wel l, that's 

What? 

That's all. 

I •ll see you during the day. 

I ' d like to see you during the day. 

You will, . 

Herbert? 

I have a reply from Senator Sheppard to your letter 
of the twelfth, which was the l etter in which you 
called his attention to your regulations, and he 
says that since you seek authoritative guidance, 
the most author itative will be the Committee 
itself, and they are going to hold a meeting in 
about twelve or fifteen days , and he will submit 
your letter to them for reply. 

{Laughs) Oh boyl That ' s very runny. 
I don•t think this requires any reply . It can 
just go in the rne. 
Oh, aren't you going to tell the press about this? 
I ' ll leave it here. Bring it to me just before 
the press conference. 

Here i s a letter from •••• • •• 

(Reporter, to wr . Gaston: A letter from whom? 
llr . Gaston: It's a personal !latter.) 
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On that, I wish you 'd get Har ry to give you 
another f our hundred ~mes . There is no use keep­
ing that thing i n harrl . Will you talk to Har ry? 

I 'll talk to Harry. 

(Aside to !.Irs . Klotz: •••• next time Mr . J ones 
comes over.) 

Anything els e? 

Nothing else. It seems to me t hey have a per fec t ly 
sourrl propositi on t here. 

11111 you start a new system in your office, so that 
1\hen somebody says something moderately pleasant 
about me , it v~!l be brought to ~ attention, as 
v;ell a s are the unpleasant ones? This last week 
Kiplin&er devoted a full page to me; I never saw 
it . 

I thought you wer e reading t he Kip letter . 

No . I thought somebody might have said something 
nice about me . was it so- nice? 

Yes . 

0 . K . 

George? 

I have nothing but some more new figures . 

Right . 

That big sheet - I don ' t know whether your•re 
inter ested in that. 
Vfhen are you goi ng to give me your business one? 

At noon. 

All right . 

A little before that if you need it. Italy i s 
on t ha t s to-ck chart now . Bar ry ' S working on Japan, 
via the Depar t ment of Commer ce, t o get some f i gures . 
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I wish you•d Eive me something on - just a little -
British stock. I 1d like to have something about 
British Consul and War Loan bonds . British Consuls 
and British War Loan bonds . 

o. !\. 

(Si de conversation with Urs . KJ.otz.) 

I'd like to have that by noon. 

Right. 

Anything else? 

That's all. 

(Nods to Mr. Banes.) 

Ur . Secretary, the s . E. c. wants to have a meeting 
with somebody in the Tr easury Department who - v. ho 
knows about this depreciation, and uniform account-
ing . I don't know - I guess that comes in the • 
Department of Internal Revenue, but t hey are anxious 
to f ind if there isn't some way at arrivine at a 
conclusion of a uniform system of accounting for 
the depreciation. The Treasury a nd the S. E. c. , 
and the stockholders are all getting different 
kinds of depreciation items and t hey are anxious 
t o get some uni.forc system v:orked out between the 
two places . 

You know anything about it, George? 

Yes, t here is a unit over in the Bureau, but t hey 
Will have considerable difficulty because the 
statute sets up depreciation for oil companies , for 
example, that are different from special arrangemm ts 
for different types of • ••• 

I think it is utili ties more than anything else 
they are interested in. 

Where would that be, George? 

It •s a part of the income tax unit - Sherwoods, I 
think. 
Will you look it up for Banes, and let him knOw? 
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I will. 

That 's all I have . 

I see you ' re a good bowler. 

I missed the whole thing - rolled completely down 
t he gutter, all the Vlay. 

\'/ell, it ' s good sportsmanship al'lY':ay - nice thing 
to do. 

The exchange is up a iittle bit, though not 
carrying through hard now . You asked me ,,nether 
t he strike noula affect the movements today . So 
far the strike hasn• t affected the shippl.ng in 
New Yor k, but it bas held i t up down the Bay. 
The Queen 14ary is doTm t he Bay and it is aoubtful 
whether she will get up in t ime to unload today . 

You 1ve started that thing , i n w-rit i ng, haven't 
you? 

Yes . You•ll have a complete story, up to date . 
They haven ' t heard furt her. 

0 . K. Anything else? 

(Nods "llo. n) 

VIe made a br ief study or t he Japanese situation 
again. You might be interes t t d to kno" t hey have 
cut their gold losses, their monthly gold losses, 
in half now, so they are losing only about seven 
million dollars per month, and t hey 1ve done that by 
very stringent restrictions on imports. They bave 
cut dorm their imports dras t ically, and t hey •ve foUZ¥1 
it necessary to do that in order to protect what 
they 've got left. They •ve got a pproximately two 
hundred million dollar s in gold left , Indicat ions 
ar e t hey feel something l i l<e that i s an irreducible 
minimum. 

Rolf much have they got left? 

About two hUZ¥ired million dollars , that they could 
realize on their various foreign holdings, 
securities, etc. Their trade figures are very 
misleading, in case anyone shOuld quote them to you, 
because an increasing shar e of their exports are 
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going to North China and Uanchuria, from which they 
get no foreign exchange . In addition to that 
t heir exports are decreasing pretty sharoly ~o 
on t.he whole, their economic sitiUitions is becoming 
worse all the time, notwithstanding the fact they 
are losing less gold , 

Mexican situation is weaker - down to six one on 
t he exchange . The Mason Digest , which Nicholson 
and McHugh send over 1 which you might want to 
glance a t before Nicholson comes. 

Harry, are you famili~~.r with what the Export­
I mport Bank is doi~ in South Amer i ca? Do you 
get that - I mean, I ~~sh you•d make arrangements 
thll t you could find out just what t hey are doing 
so that I could know. 

With the Exl>ort-Import Bank? 

VIall now, I ' ll tel l you exactly - I •ve asked for 
a writ t en memorandum. Jones has lunch with me , 
puts up the following, that some concern- he didn' t 
mention the name - Vlants to make a five million 
dollar loan to Portugal on r ailway equipment, and 
somebody else, a seventeen or eighteen million 
dollar bridge to Portugal . I said as f ar as I 
know Portugese finances ar e all right, to a limited 
extent, but please t o send me over a memorandum, 
over his name, and a sk me to sign i t. It's all 
too loose ; something will come up a year from now -
"Yorgenthau appr oved cr,dlt for Portugal," and 
nobody i n the office will :<no" about it, arrl I "lfi.ll 
have forgotten about it. 

In the first pl ace , look up Portugal. I don ' t know 
how Taylor handles i t , but it 1 s all done so l oosely. 
Wi th Pier son down t her e , according t o newspapers, 

ti \'/ell in the Cirst pl ace . if ver y ac ve •.• .• , • you'd write a letter - tell them I ' d like a weekly 
r eport of t heir activities . 

For your signature? 
Yes . I 'd like to hsve a r eport of their activities 
since t he first of ;anunry, 038, to bring us up t o 
date a nd if they give us a weekly report f rad now 
on. 1 After ur. Taylor ' s r eturn it will go over his 
desk but until be returns I went it t o go over your 

I 

desk . 
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I'd like just to say on that, that Taylor spoke to 
me last week, and said that the question had come 
up over there in the Rl F. C., and he 'd given them 
IllY name as a channel to clear through, in the 
meanti1ne, but I haven• t heard a nything from them. 

Between you and Harry, do i t , but it leaves me high 
and dry. I couldn' t, over a lunch table, say 
yes to a t wo or three hundred milli on dollar -
I 1'\on•t :mow whether llr . Selisar (phonetic) _is 
on his way up or on his way down. I don•t know 
what the English position is; I mean, I just don•t 
know. I don't know whether anybody in t he Treasury 
knows, but • • •• • In other words, I want it sewed 
up; I want to know who handles it in the State 
Department. Maybe it •s just talk, but if t hey ar e 
going to lend real money, I ' d like to know about 
it. Jones doesn r t knoY: a nything about Portugal; 
he says he doesn• t. 

There is a l etter from Pittman which liaS answered; 
another l etter was received before the ansy;er l eft. 

Oh dear , I gave it to Miss Chauncey t lrls morning. 

The firs t answer might do for the second, but the 
s econd r aises certain problems wlrlch I t hin.1< should 
be treated separ ately. 

Let the f irst go . And I sent, register ed mail to 
Sheppard, giving him uagruder•s name ••. • •• 

(To l.lr. Gibbons:) Did you talk to the man - did 
he. call you? 

Yes . I told him I couldn't ge t the one fellow, 
and I t alked to the other a tXl everything was all 
right. He said he ' s doing al l he can. 

No more obstruction? 

I talked t o J im this morning and 
doing a eything, a!Xl he wouldn' t . 
got nothing to worr y about; r •ve 
people to watch their step. " 

he said he ' s not 
He said, . •You "te 

instr ucted lilY 

1 appreciate your calli ng him up very much. 
appreciate it very much. 

I 

• 
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The str ike 1n New York, as Cogill reported is 
not inter fering with t he moving of this sliver. 

I •ve kept in touch . 

They' re still picketi ng our South Fer ry Importers . 
Of oourse, ever y other building and store in New 
York is being picketed today; people marching up 
and down, and they ' d lose thei r distinction if 
they l'ler en•t doing it with us . 

(Side conver sation with !.Irs . Klotz.) 

Cy. 

There are two or tlu'ee t hings I ought to see you 
about some t ime . 

You•ll get a chance. 

(Nods to Mr . Thompson,) 

I have nothing. 

There is one other t hing . It came to my attention -
1\ contemplated article i n the Time Magazine about 
the Treasury . Next week, I under stand , while not 
certain, Time tlagazine • •••• 

No, Ti me - the youn:; lady from Time got some 
biographical material about Mr . Lochhead and 1.1r . 
White - nothing about policies , but Just v;ho they 
were. 
They were going - that was part, the young lady said, 
of a contemplated, r ather ambitious article which 
she said was t o be in Time . I don ' t know anything 
more about it t han that . 

Wel l , the young lady in question - I haven't met 
her , but she is an assistant to Davenport, isn' t 
she? 
No this is a uiss Mary JohnSon. Miss McKeeno iS 
wo~king for Davenport, in Fortune; this young lady 
is on the Time Magazine . I 111 ask Mi s s JohnSon whet 
t his story is goi ng to be. 

What ' s his name - t he publisher of Time? The 
publisher of Time? 
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Henry Luce? 

Every time I say t hat , I get five differ ent names 
and I can•t t hink of his name . Henry Luce has ' 
got hi s name dovm as Edi tor . He was formerly -
t his man I am talking about was formerly Editor 
of Fortune . 

Hodgins? 

Dewey Larson? 

Let•s , for heaven's sake, se t tle this for once and 
for al.l. llell , any way •••• 

(Mr . Kieley comes in.) 

Will you get me a copy of Ti me Magazine . It doesn't 
have to be a recent one. 

The point I am getting at, if you are all bothered, 
he was at the house two Saturdays ago and his 
attitude was very friendly, and he is willing to 
subrli t Vlha t they ar e going to write. 

I 'll ask Uiss Johnson. 

If you are bother ed at all, they are always willing 
to submit in advance, to have a discussion - is it 
or isn•t it factual . 

Al. Grovel? 

I ' ll offer another - John Uartin. 

No. Her bert, I '~ not going to- that 's •••·• 

I didn't know about that. Is it i n your hands, Herbert? 

Yes , I'll do it. 
I •l l be tickled to death t o read an account about 
Lochhead and White; I•ve always wanted to know what 
t heir l ife was. Woulnn' t you (llrs. Klotz) like to know? 

Yes . (LaughS . ) 
Al.l right. Wel l. , if lfr , Uphaa, and Hanes , Gaston, 
and Oliphant will stay please, a few minutes. 
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.t.t the roquoot ot llr, I. P. Cben, llr. J. :a. IM:er 1e 1A Hoackoac to 
4hC1110 UOI of wheat &d OOUOil fro• 4Mrlca. llo l o a ••ber ot \be 
louro&Uona1 l•lA• Jlellat 0-lttoo uol !bench•! btonaUoa.al W Orooo 
CoaHtee. llo aedoted Cbllla n oo4 Bellat c-tttoo for 1931 1A dlotrllllltloa 
ot ttbeat troa .t.aerlca. It 1o blo opiDloA, bo otatoo, tbat 011 acc:oa~~t ot \ho 
eloouro ol tho Taacta• ll•or aa.4 \be lJJo1 ted truoportaU011 facllUl oo troa 
ollwr porlo to l11torlor OhlA&, ncb producto cu bo t.l<• 1A OlllT lJJolted 
(lWOUUto. !here 1o urc•t a.oed ot ca&b to oftll forolcD •Idwlc• bal&acoo, 
Pol, ot EeDJt ol OhlA&, illto:nu - tbat throe bub baYo olll7 about twe1•o 
olllloo poua.4o f orelp o:rch•nco baluceo. It lo otatef. ~ Oolloral Cobell, 
o4Yioor tc Oolleral 1lll !oh en.. .. .,., Gonmor of lw&JICtliJIC Pro•lAco tbat a 
J•paoue roprooOAtotlYo 1o llOW 111 HoiiCkoac tor pu>pooo ol perwadi.JIC Boac-
to., 'ctborl tloo to coiiDiYI w1 tb 1-tuac autbor1 tloo to doolaro 1Adoplll411loo 

' tr .. Cootral .Doh....-..t 'lb'!lllultow 1o t.1<e11 ~ JIOp&llooo. !be Japallloo, 1a. 
return, would proaioe ...... t10 attack lknltb Cbllla. Acco1"41DC to Cobell bo 1o 

certai n nccoot1o11 will ••• cold roceptloll b7 Hoectoac c\hOrltho ad .,..,. 
it proaeotod to lwaactuac -.thorl Uoo, it WO'Illd 110t bo OOIIoldoro4. 4o ...,.. 
latt4 1A -:r report -.tlod Sopt.-bor 7 tblo clwcko w1 tb x-.c•• llltorrl ... 

CONF\DE.NT\A~ 
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.1.1 reported b7 L. Sooac, head of the Sollthwut ~l'lllloportatiou ~ • 

.rhich lo a goYerDMD.t orcao.hatiou tl'MeporUac •111 tA17 wppl1 .. , eb1p­

otllt o! 111ppl1 .. 11 nearly co.pltted. 011 the C...too.-li&D.kow Bt.!lwq reoct 

dh rup Uon of trattie 1a DD.illportant co11pared to ,...t 1t would ha•• be., 

laat J&War7. 1fe ha•e one-ehr:Ueth ot the toraer •otu~t ot nppllu to 

oblp. r or eiYeral aouthe 2,000 tone nre ehipped per dq wber ... before 

h sproYemeot ot: tl'lllleportaUoo. ora;aD.hation it wee 500 too.e per dq. liT 
Cocp&!Q' bed 2,500 trucke , aoetly Dolle• aD.d Wblte, bllt 2,000 were handed 

onr ! or all1\al7 uoe. Alaoot ""7 quauUt7 at &Ood• can be handled by WIT 

Coc!oan,y it ehip~~ente are tlD.aD.oed. !ll.lre hare ben ouly • few thoueaD.d 

tons ot: a1litary wppliee obipped onr TWillaD. railwq to KWl IU.D&· SbippiD.& 

l OOdo tbet ~ 1a too expeni1Ye to r 1t h too olow aD.4 the d1otaD.ee fro• 

lllD li1D& to the front 11 too cr .. t. ~ere are ehorter routu ad we haYe 

Cll>J' ftJ' • ot: ebippiac other thaD rail....,, , euch •• aterwer• and CYerland 

eethocl e. lie Letlu&' 1 1Dternew, WIT report aailed Sep. 7 eoncernlDC return at 

Jepan,ou to l!oDCJ<oac .. reUably iAt:oraed fro• earelUl eboclcup thet only 

70 Japan01o han returned out of: 1700 who lett. Sopt .. ber 16 .. l...,iDC 

t or Hanoi. 

1 NFIDENTIAL 
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CONFIDENTIAL J M 

WAR DEPARTMENT 

WAJit DDI'AATMCNT a.acJi1AL n'/lr#P 

lll'liOJWIDUII BO. 15 FOR 1'IIE CUlEF OF SUF'Ft 

Subj.ott fM proaent Bw-opean oit..t1on to 

111c!D1r;ht, Septellber 18-19, 1938• 

Polit1oal 81t~~at1on. "'- popular ooa>option ot the Sudeten 

probl811 that BrltOlii aDa mo. are oollinr; Cseohoalon.ki& "Do.> the 

111nr• 1a r;ro .. l)' O'ft..,.oi.Jiplitiod. lD the propoeod ooparat1011 ot the 

SudeteD Oe,_,. t'r- the SlaT etate, tooo iaport&Dt and 0011pl1oatod 

i11ternatioaal orrora ot the paat are bear1Dr; tbdr inantable truita. 

Firat, the ~~Datable oooial aDd political Or)'otall1&at1on 

oroated iD C&eohoal..-ld& by tba VeraaUl .. Treat)' ia beinr; ollbj.otod 

to irreatiblo toroeo arioinr; trca the ~ .. ot...,. Oe~. 

SooODd, the )'Mro ot TOl\IDtary diM.,._,t, ..,ral aDd pliTaioal, iD 

Great Britain haTe oubj.otod the llilpiro Gillie ..,,.. to a 11-tion 

whl.oh O&ll be .. t only with oomprolliao. !M .-barraaamenta to Groat 

Britain oroated by INuoliDi in the .&l>y .. iDiaD Attair are beinr; re­

peated by Bitler iD the S...S.tan Quoation, and pri.Doipall;r beoo~Uo 

thoao oente .... to-lott illlglia•n who """ oall tor Oeraan blood auld 

110t f'urll1ah the •an• to lllliDtaiD tho Bri tiah dota11aho torooa iD 

ooadl.tion iD koopinr; with Britioh roaponaib1l1t)'. 

!Mro ar. an;y lor;ioal 111l1tar;y arp;uMDto ~ Ital)' ahould 

oonaidor reae lnlnr; ~utral 1D tho proaa11t o1tuat1on. M&aT oboorTOro 

beliOTe INoooliDi will ..-111 ao. Blo trioote opoooh, """"""~'• 

plaooa h1ta definitely on tho aide ot Go.....,y. fhia aU~Dt •• 

dollbtleao lalown, or -. upootod, b7 C-berlaiD wbeD be wont to 

Beroht .. pdall. Muoh trouble haa boall o..,aod to Bri taiD and FraDoo 

b;y 110t talciDr; the Duoo'o atat.enta Uterall;r. Italian 111litar)' 

toroaa ahould be o.-b~ with Goraan ODII 1D tuturo oatiatea ot 

militar)' atroJIC1;h taoinr; tho .s-raoioa 1D tba Cooohoalo.ati&D 

Probl-. 

UONEWENTIAL 
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OONFIDENTI.AJ 

thu gra411&ll,;y reintorol.n& interior diYiaiou and allti&iron.tt 

11111to. 
0.~ - Jo roported olla!lp. 
C oiOOilOftld.a - Pollcnri:a& h tbo ll\l'botonoe ot a 

State Depart.Mnt report 1'roa P~. 4t.ted 12s40 P.ll •• SeptUibar 17. 

Su<leten are& oo.pletel;y in oolltrol ot troop•• 

police and gen4t.rmerie. Tbo trolltier 1e oooupied bat 

not u extena1Td;y ao in lla:y. So.e troopo in ro&41neu 

at etrategio pointe and ~t.r large oitieOJ the reot held 

in 'b&rreo Ita • 
!he Caeohe bt.n proceeded with -ution eo u 

to noid tlte t.ppeart.nOe ot 100bUiaation - wbiob eo in­

oenaed the O..zwana in Ill¥. 
R .. errtoto bt.n bean ot.lled troa oenrt.l oluou 

to t he eetia.ted amo'ber ot 200. 000 , bat DO o.-plete oingle 

<>lau b&e 'b&en ot.lled. total nlllllber ot troopa eetJ...ted 

at ,50.000. 
Caeob G-2 etat .. large oonoantratiou ot Oe.-n 

unite around tbo Caeob trontiero oaat tn.... 1D011141ng a1.r 

and • ob&niaed unit•• -1n17 in Sa=n:y &J>d Auatrl a . 

Conolua1ou. Barring W>expeoted 1noidento. Bitler probably 

will auppreu t.n:y toroeM aolut1on pendlns the outoo.e <>1' Britioh­

FreJuth aoo•pt&Do• ot hia A-nd.a. 

If theoe de•ndt an not .. t praotiot.ll;y in toto. &114 witl>­

out UD4ue dela;y. Bitler -.,. att.pt a aolution 'b7 foro•• and a'bruptl;y. 

IIII&!Air tbo ue!Diption tbot boo o&n loot.liae the oantliot. 

The 1110et 4t.ngeroua el-tl in the oituation ares reaotion 

in Bri t&in &nd Fn.noe to tbo Chaa'berlain ooDOeoa1ona ollfti<>ient to 

tie the banda ot the two Oonn!MIItOJ atteoopto of Britain and France 

t o bargain on 4eta1lo to tbo extent of lnt\u'lating R1tler with 

"League ot llat1ono •tbodo"1 a refuaal of the Caeoha t<> aooept tbo 

oonoeaaiona d~ed in the ballet that Ritler will again be - ­

naunred into the poaitian ot tbo agsreuor. and in tbo hope that 

France aD4 Britain will be inY<>l..-ed e..-en againat their will. 

CONFIDENTIAL 
- 2 -
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Septe•ber 19, 193ft. 

Secretary Korgenthau spoke to Knoke at the Federal 

Besern and l earned that the Bank of England had no objections 

to the shipaent of gold on the Allerican cruiser, Nashville. 

At the Secretary's request , Lochhead called Admiral 

Leshr in t he Navy Department and advised hill that the shis-ent, 

which had alread:r been discussed with ba, was to be aade 
and t he Federal Reserve Bank of New York was instructing the 

&rnk of Encland to deliver twent;r-five 111111on dollars 1n 

gold to the Nashville at Gravesend. Adlliral Leah:r stated 

the cruiser Honolulu was due to arrive i n South•pton . 

September 22d or 23d andi therefore, the Nashville would 
not l eave Gravesend unt1 at least that date and, if necessar;r, 

could be held at Gravesend a few da;rs longer. LochheaCi told 

Admi ral Leah:r that the loading could probabl:r be accosplished 

on or bef ore September 22d. Admiral Leah:r stated that he 
would cable 1.mmed1atel:r to the coliiii8IIding officer ot the 

llashvllle to receive the shipment of gold 1n question and the 

!!ashville would proceed to the Brookl:rn Navy Yard 1n New York. 

Lochhead mentioned to Adlliral Leah;r that the Bank of 

!!ngland t hought that the;r could keep the loading secret and 

asked him t o see tha t the Nav:r Department gave no publicity 

to the shipment unless the:r received instructions from the 

Secr et ar:r of t he Treasu.r:r, 

Lochhead then called Knoke, at t he Federal Reserve 
Bank, and requested him to notit')' the Bank or England to 
deliver a shipment of twent;r-f1ve 111111on dollars or gold, 

held b:r the Stabilization Jl'lm4, 1n London, to the co..anding 

ot!'icer of the cruiser Nashville. Knoke stated he would 
endeavor to contact Bolton b;r telephone t o-da;r. 

t 

' 
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a . ~.Jr : 

Opernt or l 

B.M.Jr : 

H.li. Jr : 

Hello. 

lion day 
Septe~er 19, 1938 
11124 •••• 

llr. Knoke stepped out or h i s otri ce. They ' re 
try mg to r md him. 

Thank you. 

11:26 a •• • 

Bello. 

Oper at or : llr. Knoke. Go a head. 

B.U.Jr: 

L. Yl. 
Knoke: 

R.M.Jr: 

K: 

B.J.t. Jr: 

K: 

B. II. Jr: 

K: 

B. M.Jr: 

K: 

H. ll.Jr : 

Hello, Knoke. 

Yes, llr . Secretary . 

Have you beard from the Engl i sh about loadmg 
this gold? 

Nothmg yet. No . 

Well now, l ook, 1f I don' t hear by one o 'clock -
I 1ve got to see - I'• s eeing t he Presi dent at 
lunch and I'm gomg to recollllll8Dd it and go ahead. 
Now you ' d better call them. I mean, they've had 
this since Saturday - Bello. 

Yes , yes . 

And t h is - ah - battle crui ser has to come back. 

Yes . 

Now, please put in a call and 11m go mg to see 
the President at one. 

All r18ht, s ir. I - ah -
m a cal.l. -

all. r18ht, I'll put 

Well, we 've done them t he curtesy or asltmg thea 
Sa~ and I don ' t tbmlt- i t ' s now hal.!-past 
r iYe 
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[: well -

a.K.Jr: 

it: 

H.M.Jr: 

H.li.Jr: 

K: 

a.u.Jr: 
K: 

H.U.Jr: 

- 1n Lon - what? 

Mr. Secretary, I a sked him would he let 118 know 
by noon t ime on llonday . 

All right. 

So - ah -

Well, 1r you - well -

See I'll put 1n a call ••• 

Yeah. 

And - ah - he will ••• 

Then let me know. 

K: Yes. All right, sir. 

I! ,JA.Jrl 

B. li.Jr: 

Knoke: 

l! .li.Jr: 

K: 

B. !A. Jr : 

K: 

a . ~t.Jr : 

K: 

H.M. Jr: 

It: 

Thank you. 

Hello. 

Mr. Secretary. 

Talking. 

Knoke. 

Yes . 

11:51 a.m. 

I got thea. The first statement was that they 
had decided until - until conditions change -

May I ihterrupt you, please? 

Yes. 
Did they open the conversati on or did you have to 
press thea tor it? 

Oh, they opened it. 

148 
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g,JI,Jr: 

l( : 

a.r.a.Jr: 

K: 

tt . u. Jr: 

K: 

H. li.Jr : 

K: 

B. !.I. Jr : 

K: 

H.M.Jr: 

! : 

H.li.Jr: 

K: 

B. li,Jr: 

K: 

B, II,Jrl 

K• 

H. 14.Jrt 

- 3 - 149 

They opened 1t. 

They opened it . Be talked to me about the u.rket 
t ir s t and sa 1d in that connect ion con! 1dent ially 
tor your information, "We wlll not insure war risk 
until conditions clear up in the insurance market." 

You mean they won' t take out war - they won't 

They rill make their shi pments uncovered against 
war risk. 

I s ee. 

That 1 s one thing. I thought that would -

Yeah. 

- belp you in your dec i s ion. 

Yeah. 

As to - ah- the Saturday ' s d i scussi on- the use 
of a war sh - ot a cruiser. 

Yeah. 

They stat ed t hat with any luck they figured they 
could probably do t he loading wi thout causing any 
COIIlllleDt • 

Uh huh. 

They f elt that they had man - that they had worked 
out pl ans ~ich, in h i s words , were "sevent y- f ive 
per cent tool-proof" -

Fine. 
And fool-proof as t o avoiding publ icity at 
their end, that is. 

Ri ght. 

They are ready to go ahead unless we tell the• -­
That entirely of course, they point out , takes -
does not take into consi dera tJon what the - what 
publici tY there lli3ht b e at our end. 

I understand. 
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H.I.I.Jr: 

H. I.I . Jr: 

{ : 

B. 'l •• Jr : 

K: 

ij, !.1 •• Jr : 

H . 1~ •• Tr : 

K: 

K: 

ll . \I,Jr: 

K: 

H. M •. Jr: 

K: 

H. II. Jr: 

- 4-

They f i gure that they c an reasonably well avo1d 
publ i c ity there. If II!Vthing comes out - they say 
of course that depends u pon condit i ons . I f condi ­
t i ons are bad n o matter what may be sai d it won't 
be beli eved anyhow. 

I-

I mean the quotation will be the worst possible. 

Oh huh. 

They see no obj ections. 

\'/ell, then I can work 1t out here because that 
cruiser will go t o t he Brooklyn Navy Yard. 

Yes . 

And we 111 1mload there. 

Yes. 

There ' d be nobody to observe it and I we 
haven 't had a chance but we ' l l work it out 1n a 
way to get the gold from the Brooklyn Navy Yard 
over to your vaults , see? 

Yes. Well - yeah, t hat ' s easy. But bow about 
the Customs figures - Custom Rouse f igures? 

Oh, well - we ' 11 think someth1ng out. V:e - give 
us time on that. 

Ub huh. 

Give us time on that. 

Well , that 1s t he - ah -
out as time 

it 
that I think/will leak 

Well I don't know whether there 1 s anything under 
the law which says that we have to give i t to tbe 
customs t h i S week or a :DOnth from now. 

Well, I can't - I don ' t 
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Well we don't know, we ' ll ha ve to -
is/g~t i t on the boat and whil e she ' s 

the main thing 
coaing over we 

to 
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K: 

g , ~o~ •. Tr : 

K: 

K: 

K: 

H. W.Jr : 

K: 

H.M •• Trt 

K: 

H.M.Jr: 

K: 

H.li. Jr; 

K: 

- 5 -

can work that out, 

Yes . And they said they are read;y to ah - to go 
ahead a s soon as the s i gnal i s given. 

151 

Wel l, I 1m go ing to give you t he s i gnal now. Ar chie 
is s i tt ing here and he ' ll wor k it out with you. 

All r i ght. 

Because the only person that knows about i t -
that there ' s a possibility of i ts coming i s one 
person and that 1 s the Captaj,n of the Nashville. 
And nobody knows i t except the Captain of the 
Nashville. 

Oh huh. 

Now the thing i s for you and Archie t o work i t out -
how the instructions should go and how they ' re going 
t o do i t. But they want to pull the Nashville out 
of there in two d o.y s and I think that she should be 
loaded tomorrow, Tuesday. 

Yes , I see. 

See? 

Then I'll suggest to the bank tha t they begin packing 
t oni ght aeyhow. 

Fine. 

And I think they are do ing that . 

Fine. We'll take twenty- f ive mUlton.· 

Twenty- f i ve? 

Yeah. 

That ' s a big amount, llr. Secretary . 

Well, you might Just as well lose t wenty-five million 
as - ah -
Well ah - .s.y I Just say this t bing - I th:lnk you 
want' to give a t hought t o ah - to ah - t he effect 
t hat might have on the market . I • ean people •tcht 
talk about - about unnecesearil7 risking the taxpayers' 
110ney or something l ike 
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a.11 •. Tr : 

K: 

a. M.Jr: 

K: 

a. II. Jr : 

K: 

.! . ~ •• Jr: 

K: 

·u. M.Jr : 

K: 

H . :~ .. Jr : 

K: 

!i , I,I ,Jr : 

K: 

·l. " . Jr: 

K: 

K: 

H . ~~. Jr : 

<\ : 

H. 'L. Jr1 
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Well - I ' ll - I ' ll h ave to - I'll take tbat 
personally. 

All right. 

I'm also risking -

I t hou ght I should mention it. 

Well, I'm also risking a hundr ed and eighty-ei ght 
mill i on right now in London; t hat 1 s taxpayers t too. 

Yes . But I think that i s f a irly s afe. (Laughs) 

Wel l , I 1 d just a s leav e have it on a cru iser as I 
would have it in London. 

Yeah. 

Listen, if the English will handle it all right we'll 
t ake ca re of our end. 

Yes . Well I•m - I ' m-

And i f the Feder a l Res erve wilt handle it it will be 
very secret ive. 

Vlell, I - ah -
( Laughs) 

I ' m - speaking f or mfSelf I 1m sure. 

Al.l righ t • . Well, make sur e for everybody down t he 
l ine. 

Yes . 

Al.l right. Now, Arch ie111 t alk t o you from his room 
and we'll proceed now. 

Yes . Al.l right, s ir. 

Now, as to the risk involved , why i t's between -
the President and I'll jus t h ave to take that. 

Yes. 

Al.l right. 

Very good. 
/ 

Thank you . 

• 
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September 19, 1938 

Lunch with the President. 

I said, •wr. President , I want to talk to you about 
tne nositlon of the Comptr oller of the Currency.• I 
said, "What we need for this positi on is a man as good 
as a former New Yor k State Senator by the name of Franklin 
D. P.ooeevelt who led the tight aga1ns t Tar.~many Hal l. • I 
sald , • He has to have courage t o take on one ot t he big­
f est fi ghts that we have ever had and, 1 I eaid, 1 I would 
like t o have you recommend somebody to me. 

So he thought a while and he eaid , 1 I am golng t o 
suggest somebody who has t he courage and character, but 
I don't know whether he has t he knowledge. • He said, 
"You will be eurprised. • He suggested Ex-Senator Pope 
ot Idaho. 

I sai d , 1 Well, Mr. President , I have had only one 
experience with Senator Pope and hlrs . Pope. \Ve had • 
dinner with t hem last sprlng at the Sayre's. Mrs. Pope 
got sick at supper and left t he table and Senator Pope 
went tight asleep over his coffee.• The President 
howled! So I said, 1 That1 s my only experience. • So 
I said •can I sleep it over7 1 and he said, "Yes. • He 
sa1d , AI don't know how much push he ' s got , but• he said 
"he ls a man of character and he's a gentleman.• 

I said , 1 What reservations have you got on Blll 
Myers?" And I said, 1 I want you to know t hat his mme 
was given to me a mongst others by Jesse Jones. • l said, 
1wlth 1940 i n t he offing, whenever Jesse J ones makes a 
recommendation , I look under the table. • The President 
gave a knowing smile. He said, "My reservations on 
Bill Myers are that he continued to play in with t he 
chain bankers in the Minnesota district and, " he said, 
"I had the greatest trouble ge t ting h1m to change t he 
situation in the Oaaba d1str1ot.• He said, •I Just 
can't get t hose two things out of my head." I said, 
"You have no doubts about h1e i ntegrity? " and he ea1d, 
1 No, but whether he is S¥ile snouch to see through a 
situation, I don't know.• 
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I then gave hlm Upham's record, which I had 
not read myself , and when the President got through 
he shook hie head trcm side to side and sai d, "How 
would you feel it I recommended to you a man who 
first wae with the National City Bank , then five 
years with t he Chamber or Commerce, then a number 
of years w1 th David Lawrence, then with the Brook­
! n(s Institute and finally with the Secretary or the 
Trea3uryT • He said, "You would not take it. • So 
I said , "All r i ght, Mr. President . I am recommend­
ing to you Cy Upham as First Deputy. He has been 
w1th me tour years and he knowa t he r~ork . He has 
proven hie loyal t y to you and t o me , and I recommend 
it.• He said , "All right. I accept the recommen­
dation. • 

So I 1141d , "Ur. President, I woul d 11ke to 
talk it over with I'JY group i n the Treasury about 
Senator Pope and t hen come back to see you again. • 
He sa i d , "That's allright.• 

I then gave him t he conversations ot September 
16t h and 17th that Xnoke had with t he Bank ot Engl and 
as I said I felt he ought to have th1a aa a background 
in his deal ings with t he English, as theae particular 
conversations showed the great pressure financiall y 
t~At the English were under. 

I then asked him it he knew about Kennedy 's 
telephone conversat i on with Admiral Leahy asking Leahy 
to keep a oruiser at Gravesend. The Presi dent said 
that Leahy had told hlm so. 

I then told the Preaident that we had word !rom 
t he English that they bad no objecti on t o our going 
~ead and bringing gol d over on a United States warship. 

The President sai d , "Now , you are not going to 
out on more than S25 ,000, 0007 I said, No . He said, 0Why ar e you eo nervous about gol d in Londont • I 
sai d, •on account or the air raids. • He aaid , "Well, 
why not send it to Liverpool or to Dublin? • 'Well, " 
I said , 1 t hat would not help much. No particular 
place to deposit i t . I want to get it beok t o the 
United Statea.• I said , •we have got $188,000 ,000 
over -.here now. • He said, •well, tak1~ a chance - -

::54 
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hurri oane , ioeberg --• and I u1d, 'I know all that, 
but , 1 I eaid , 1 I am w1111ng to ea)' t o you that I 
recommend that we do 1t. 1 The Pree1dent fa~• a 
salute with hie hand and ea1d, 1 All right . 

I eaid we were th1nk1ng of putting another 
$10,000,000 on the Manhattan. 8he 1 

• already bring a 
l ittle oYer tll,OOO , OOO wh1oh· 1e ineured, but .e t1nd 
that the English ha~e got hs 000 , 000 on the Manhattan 
1n addition to our $11,000,000, eo I don' t want to 
put any ,aore on the Manhattan. He aa1d, 1That1 e right. • 

oOo-oOo 
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H.M •• Tr: Bello . 

llonda.y 
September 19, 1938 
2:15 p. m. 

Operat or: Admiral Leahy. Go ahead. 

H. 14. Jr: 

Admiral 
Leahy : 

II , :.! .Jr: 

L: 

H. li.Jr : 

L: 

L: 

u. ?A •• rr: 

L: 

H. ·~ •• Jr: 

L: 

H. 'l.Jr : 

L: 

li . ~ . Jr: 

L: 

Hello. 

Hello, ll.r . Secretary . This i s Admiral Leahy speaking. 

Yeah. Now, the Bank of &\gland has phoned back and 
they say t hey have no f acilities for loading the 
Nashville at Gravesend. And also they couldn ' t keep 
it a secret . So t hey ' d like her to go around to 
Portsmout h, the naval base. 

Go down to where? 

Port smouth. 

Portsmout h . 

The naval ba se. 

Uh huh. 

At Portsmouth. And they s ay they could handle it 
from there . 

All right . We 'll - ah - we' ll get permission from 
t he State Department t o send the - the Nashville t o 
Portsmouth and to - I 1 ve already told t hem to 
receive that shi pment and I'll just send them a 
despatch and tell t hem to pr oceed t o Portsmouth and 
receive t he shipment there. 

Right . Now - then, the Honolulu had better go to 
Portsmouth al so. 
Oh, Lordy l- I ' ve already got everything under way 
t o send her to - ah -

Well , i t 's only two miles apart you know. 

Uh huh. 

It's only -
I t h ink we' d better let her go to Southampton now -
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a.u.Jr: 

L: 

H. t.l.Jr : 

L: 

H. !!. Jr: 

L: 

H . I~. Jr : 

L: 

H. ·~.Jr : 

L: 

H. II. Jr: 

L: 

H. ll. Jr: 

L: 

H.II.Jrl 

L: 

H.ll. Jra 

L: 
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Yes. 

And then send her over to Portsmouth later . They 
don ' t want to del i ver it at Southampton I suppose, 
either? 

No, they want it in the naval base. 

Oh, I see . 

They 1 re only - you know, Southampton and Portsmouth 
are very - practically next to each other . 

Yes, I know they are. The only point is to - we 
have to get d i plomati c permission, you see, to send 
the da1111 thing to Ports110utb and we ' ve already asked 
for it for - asked to have it go t o Southa.mpton. 
However , I ' ll wor k i t out . 

Well, that I mean, if she goes to Southampton 
and ties up and then you move her and then move her 
to Portsmouth, doesn't that attract more attention? 

I suppose so . 

And - ah - Well , I'll leave that to you. 
Now, the Bank of England said that they will 
through your naval attache 1n London . 

Uh hub. 

Is that all right? 

That'S all r i ght . 

work 

That they ' ll - that they'll work out the details 
wi th him and t h en a l i ttle on 1f it 1 s agreeable to 
you I' 11 have 11r . Loc.bhead call you - there 1 s some 
other things . 

Yeah that' s ftne . That ' S all right . We ' ll-
I toi d t he capt ain of t he Nashville of course that 
thi s was secret and that be wasn ' t to SS</ anything 
about it to anybodY . But i f they tell the naval 
attache t o see h i m i t 111 be all right • 

Thank you. 

Fine . 

tbank you. 

Thank you, sir. 

• 

\ 
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a. )4.Jr : Hello. 

Mond83 
September 19, 1938 
3: 37 p.m. 

Opera tor : J.1r. Moffat . Go ahead. 

H . ~ •. Tr : Hello . 

JD:J P ler repon t 
lloffa t : Yes, llr . Secretary . 

H. K. Jr: 

II: 

a.~.Jr : 

!1: 

R. PA .Jr : 

II: 

H.M.Jr : 

lJ: 

R, lA.Jr: 

II : 

H. U.Jr : 

II: 

H. loi .Jr : 

t.l: 

R. lA •• rra 

M: 

How are you? 

A11 right . 

Mr . Moffat , •e need a l i ttle help. 

Fine . 

There's a Ur . Gonzal a Zabala. 

Yes. 

Who is Vi ce President of the Bank of Spain. 

Yeah . 

And the Spani sh Ambassador want s him recognized 
as a financial attache . 

Oh, yes, -yes . 

See? 

Yes. I know a l i ttle about him. 
Do /Y.ou want to know more or d o you Just want to know 
that the Treasury would like t o see h im recogni zed? 

Oh, you would? 

Very IIUCh. 
Oh, well that ' s -that ' s interesting because the 
dift'i culty arose that there was this law sui t and 
our protocol people t'elt that they were try ing to 
cloak him with d i plomati c i -mity t o ge t h1a 

· out or the sui t . 
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a. w. Jr : 

II: 

l! . 'l •. Tr : 

IJ: 

ii . :J .Jr: 

w: 

I!.'~ . Jr : 

l.!: 

M: 

ll . II. Jr: 

!1: 

H. \I. Jr : 

11: 

n.M.Jr: 

M: 

- 2 -

Well that ' s just what we want. 

You want it done? Well, I ' ll tell that to our 
protocol people r i ght away. 

That ' s just exactly what we want. We don ' t want 
h im in the sui t . 

Ri ght . I ' ll go down and see them at once . 

Thank you so wcb. 

And say, I hope t hat the thing hasn 1 t been done but 
I know that the case was called tor l ast Saturday -
I think. So I' ll get to \\Ork at it illllll8diately . 

You mean that be ' s been thr o"''ll out , or 'llbat? 

15 

Yes, but we do -
imRWlity . 

that he was not going to be given 

Well - . 

And I' 11 - I' ll get at tha t right away . 

Wr . Oliphant who brought it in t o me thinks there ' s 
s till time. 

All right, - Good. I won' t lose a minute. 

I f I don 't hear from you again he's - I ' ll -

We' ll - we ' ll -

I thank you. 

Right . 

we'll take care or it. 

' 
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Paris, September 19, 1938. 

Dear Ur. Secretary: 

You will recall that in our conversation with 

Governor Fournier ot the Bank ot rrance the •cr edit 

National" was mentioned as an institution providing 

med ium term credits to French busineae. At our 

Normandie luncheon Ruett mentioned this organization 

as well as the •B&nque Populaire• in connection with 

medium term loans. You asked me to send you a report 

on each ot these bodies. 

Since our old triend Baumgartner is at the head 

ot the Credit National , I approached him tor data 

on his concern. He has been good enough to draw 

up a summary ot its organization, tunctions and 

operations which I have tranalated into sngliah and 

appended hereto. There are &lao attached the various 

document& relating to the credit National listed 

below. 
I am sending this material in this personal 

manner 

The RODOra~e Henry worgenthau, 1unior, 

secretary ot the Treaeury, 

V/aahington, D. c. 

' 
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manner leet you aight o~i4er uain& aaae or it 

1n your planning aD4 would prater to llan the ocaplata 

doouaentation 1n your own llan4 • only. Within the 

near tutura I hope to be able to report on the 

Banque Popula1ra. 

With k1ndeat pareonal rag&rde, I .. , 

:ra1 tb.tu11J yours , 

Jnoloaurea: 

Tranalation or ..aoran4ua on 
Cr6dit National• 

(1) tartea Relat1ta ~ 1& 
constitution 4u cr64it 
National. 

(2) or,4it National - ~gl ... nt 
tndruur. · 

(S) Or6dit National· Rapport 4u 
II ootobra 19S7. 

(4) Or6dit National. Rapport 4n6 16Ju1n 19S8 4a l'Aaa .. bl • 
o6 r&la ~or41A&ire • 

(II) o:rMU •".-1~ :Ua•'lll.'­
o6n6r&la ()r4S,na1ra 4aa 
Aot1onna1rea, 14 Juin 19S8· 

lD tr1pl1oate . 

BMO/ .... 

.> 
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Brief Studi of the CNdit htion.al 

A - Structure : 

The CNdit llational, which waa orsanized in 1919, 

1a a limited com,pany, with a capital of 100 million 

trance . Its capital, now oom,pletel~ paid up, was 

subscribed at the origin b7 the princ1pal banks and 

credit institutions and by the principal industrial 

enterprises of Paris and the provinoea. As the Bank 

ot Prance and the Credit Poncier, to Which it 1s cloael7 

allied, the Credit llational, in ita foundation, is 

tharotcro a private institution. But the mission with 

whiClh 1t was charged b7 Parliament baa given it a public 

character similar to that or the Bank of Prance and the 

Credit Poncier and, as 1n the case of these two 

orsanizationa, the State reserves tor itself power• 

ot direction and supervision 1n the Cr4dit Bation&J.. 

'rho General Xanager of the C1'4dit ht1on&l, Who is 

Chairman or the board of directora, and the two 

aaaiatant managers , are appointed by decree and the 

operation of the institution i a subject to exem1nation 

by the "Inspection ~nerale des P1nancea•. 

B - Attributions : 

(1) Operations carried out tor tbe account of 

the State : 
Tile <tom<nating ida& at the tiM. or the creation 

ot the CNd1t Bational waa to create an organization 

WhiCh • • · 

162 

Regraded Uclassified



- 2 -

1C3 

which, backed by tho State and by tho pl'UlcS.pal. 

S.nduatrlal ontorprS.aoa, wou1d be ca.pable ct a.ttra.cts.ng 

s.nvestors and thus to tloat loans auaceptS.ble ot covers.ng, 

at lout parts.ally, tho onol'JIIoua e:z;pondlturos 'lfhlOh 

Prance was obHgod to undertalco s.-dlately attor the 

war tor tho reconstructS-on ot the devastated regions. 

To this end, the Cr,dlt HatS.onal has, WS.th success, 

made loan isauoa, onjo71Dg tho guaranty ot the State 

tor an amount oxceedlng 25 bUHon tranca. 'nle pa,monts 

made b;y S.t to those 1n tho Horth and Bast ot Prance 

who had auttored damage trOll tho war have substantially 

exceeded thia figure, tor tho reason that the C~dlt 

Bational, in tact , had been entrusted with the settlement • 

ot all cl.amagos, includlng those which had been covered 

by direct pa,monta trom the public !reasury. At 

December 51 , 1957, those payment a amounted to aoro 

than 6S billion trancs . 

Ot course, as time went on, and little by little 

as tho war peri od receded, thia activity ot tho Credlt 

National gradually diminished. Bowover, this activity 

reappeared, at intervale, under other tonu. Several 

Prench Governments, 1n tact , have aalcod tho Cdd1t 

Bats.onal to talco part 1n tho tinanclng ot certain 

categories ot public exPenses, ot an economic order 

and ot an except1ohal character. Thus, by virtue ot 

a&reOIIlenta concluded 1n liiS,, the Cr4d1t Xat1cn.al waa 

entrusted WS.th the settle-nt or unpaid c.._mal worllea 

progl'UI.a ( undar the headlng ot "subvont1ona tor the 

colloct1v1ties") and in 1957 it agreed to participate 

1n t he tinanclng ot outlays tor public worka , under 

lllllllllllllllllllllllllllllllllllllllllllllt~h;ie . . 
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the budgets or 19S7 and 19S8, intended to aerve to 

reduce uneJIIPlo,ment. In order to procure nece~~&rT 

reacurcea, in these different caaea, the Credit 

National, i n ita own name, lllllde succaastul loan 

issues guaranteed by the State (tor a total, to date, 

or more than :)-1/2 billion francs) . 

To sum up, under this first part of ita 

attributions, the Credit Rational pla7a the role or 

a provider or capital tor the satiataction or certain 

public requirements. The service of the loan issues 

which 1t makes ia assured by annuities entered in the 

budget of the State and increa~ed b7 an allowance 

intended to permit the institution to cover the 

corresponding part or ita overhead expenaea. In thia 

respe'ct it has been estimated at various times that 

the ensemble or this mechanism was advantqeoua ror 

the Treasury. It does ~eem, in effect, in taking into 

account the various elements or the problem (expenses 

or personnel, the good credit standing or Credit 

Rational securities to which lottery features 111&1 be 

attached in virtue or special legislative authority, 

at cetera) thet the financing operations in question 

would have been aore coatl1 to the State it the latter 

had undertaken them itself, and at the aame time the7 

would have weighed mora heavily on the rentes market. 

C - Attributions : 

(2) Operations carried out by the Credit 

Jlat1onsl for ita own account . 

It . • . 

• 
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It the r&le of the CNdit National had been 

limited to the attributions analysed in the 

preceding paragraph, this institution would not, so 

to speak, have the character of a bankinS organization. 

But, following its foundation, consideration was given 

to the question of using it to make up for the absence 

of organization of credit 1n France, by entrustinS it 

with the mald.ng of mediWII-term advances to ccmnercial 

or industrial enterprises. 

Provisions to this end were introduced into 

the initial convention concluded between the State 

and the Cr&dit National on July 7, 1919. Since that 

time they have been modified or completed and actually 

they constitute an ensemble the essential points of 

which may be summarised aa follows : 

'l'be Cr&dit National is enabled to grant medium 

torm advances reimbursable during a mtn1nnm period 

of three years and a max1DUm of ten years to Prenoh 

owned industrial and c01111110ro1al. enterprises establlsbad 

in France. A total advance of not more than 15 .Ullion 

tranos may be lll&de to each borrower. On these Unos, 

such operations are susceptible of permitting either 

the consolidation, at least temporary, of a b•nk1ng 

debt, or replacing a bond issue rendered diff icult 

by tho situation of the f1n&n01al market, or of 

directly permitting either the financing of equJ.JD6nt 

progl'Gll18 or the extension of wor)dng funds. Special 

11111aaures have been taken with the view of facilitating 

the financing of exportations payable by annuJ.ties 

guaranteed . . . 
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guaranteed b7 the State Credit 4aaurance (law ot 

.&usust 10, 1928, and subsequent law a). In th1a oaae, 

no max'- baa been fixed to ac!Yanoea that aa:r be aade 

to each al)pl1cant and tbe lll1nJJxum and 1147<•01 perio4a 

of retabureemont are reapeotivel:r reduced to two ;rears 

and increased to twelve :reara. 

1G6 

2b& rate at Which adT&Dcaa are granted ia tixed 

atter telc1ng the ditterent element& into consideration, 

under tho roaorve in certain hyl)otheaia, ot the agreement 

of the J11n1ater ot Pinanoe. Actuall;r, a a a general rule, 

it is 7.15 l)ar cent, all taxea•being paid b:r the Credit 

Jlational. 

The medium-term advances ot the Credit •ational 

are financed through two categoriea ot reaouroea, 

thoae belonging to the institution, and thoae l)laced 

at ita disposition by the State. 

This last tormnla was utilized at tho beg!nn1ng 

in order to facilitate the atart ot Ol)erationa. The 

State authorized the Cr&dit Jlational to taka a sum ct 

600 million tranoa tr0111 the proceeds ot loans carryins 

guarantee ot the State, W!Uch waa eat a aide tor t1nano1.ng 

mod1um-term ored1ta. It ehould be noted that a recent 

convention, dated December 10, 19S7, increaaed th1a 

initial endo-nt ot 500 million trance to 1 billion 

trance. llaturall;r, the ensemble ot these tunda, in 

last analph, beiDa a4Y&need b)" the State .• the Or<ld1t 

Jlational turns back to tbe Treaaur;r tbe aarv1ca ot 

interest and amortization ot corre8Pondins advancaa, 

attar deduction ot a certain aum to cover its coats 

&::ld • • • Regraded Uclassified
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and appropriation ror ita reaenes. 

With respect t o capital belonging to the Credit 

liational itaelr, Whieh alao aervea to finance loan 

operationa, it CCIIIIPrises on tbe one hand the ensemble 

or tbe capital or tho inatitution (c~ital and Yartoua 

reserve accounta) and, on tbe otber hand, tho procooda 

or certain aeries or bonda which have boon issued to 

the public without tho guarant,- or tbe State, onr tbe 

aole s18n&ture or the institution, for an amount or 

about .a<l million rrancs. (1) 

Duri.na the past two 711&rs, the aoediU~~-tel'lll 

advances or tho Credit Iational have T01'7 rapid17 

and aubatantiall7 developed, both on account or the 

require:enta or enterprises and or the sca.rcit,. or 

tunda on tbe rinancial -not. 'lho7 reached about 

1 billion rr&nca at December :u, 19:56; tbe7 will nr,. 

proba.bl7 exceed 1,500 mJ.lliona at tbe end or ~. 

or thia total or 1,500 millions tho capita.l utiliaod 

ia drawn, in approximatol7 equal proportions, therefore 

about one ball, trOI/4 the institution' • Olt'll reaourcea 

and trOI/4 tunda placed at ita diapoaal b7 tbe Sta.te. 

It ahould be noted that .turther extanaion or tbt 

activit,. or the Credit Iational in this field, wbioh 

appears probable and neceaa&rJ', aa the fi8\u'es recorded 

are s t ill IIOdllet in absolute Taluo, will, anleee the 

finanoi.&l. eituation obazl&e• aubat&nt1.&1.17, neceadtate 

~port either tr<& the State, or rroa an o~zaUon 

aueh aa the Caiaae dee ~p6ta et Conaignatione. It 

------------------------------------------------------
(1) It shOuld be noted that the Credit •ational is not 

authOri.&ed to receive banlr1n& deposita , even ror 

fixed perioda. 

18 • • • 

.. "7 
- U 
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11 clear, 1n effect, that the h18h coat of mone,- does 

not permit the Credit Jlat1on&l (in spite of the favor 

which ita securities, whether or not suaranteed by the 

State , enjo,- on the market) to obtain capital at 

au!ficientl,- reasonable rates . In other words, in the 

present state of French econ01117 and finance, it i s not 

autticiont , 1n order to assure the development of 

medium- term credit, to possess an organization by means 

ot which a large clientele of borrowers is able to 

benefit by ita first rate credit on the financial 

market. (1) It will be neoeaaary, at least prov1a1on&ll1, 

under a form to be determined (intareat rebates , fiscal 

exemption, et cetera) , tor the State to make a contribution . • 

-----------------------------------------------------------
(1 ) which, 1n another dcma1n, durinS the ,.sua precedin& 

the war, -s done b,- the Credit Poncior de PranCe· 
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Dear Llr. Seen\al')'t 

You wUl reeall t.laa\ ill OIU' IOJI't'Uia\lOA with 

oonnor ro.nler of ~· lleJilt ot rrue• \he •cN61\ 

lla\looal• ...... uoa .. u u iJle\1\u\loa pl'ft141Da 

a e41u \era enU\a \o rnnt!t 'llllaiaeee. A\ oar 

NoraaaU• 1-t!IMa Jlllaff _\1 .... \hle orpa1•\1oa 

ae nll ae ~ •llellq•• Pop.alain• 1a eoii.Me\1011 w1\h 

.. 411111 \an 1-· TIN uk .... \0 aut J OII a NpOft 

on eaoh of \heaa bot1•• • 

S1noe nr ol4 trlaa4 BaiiiiiU'\aer b a\ \he bed 

of t be Cr641\ ~a\1onal, l app~ohtt h1a t or ta\a 

oD ble ooaean. Ra baa bean &oot nouall \0 &r-

IIP a e~ ot lta o;rauiaa\loa, t'WloUona ut 

opera\10DI wh1eh l ha~e \ranalata4 uto JD&l1ak ... 

appantet hereto. ft.an an &lao attaeha4 tlae ~iou 

tonau\1 rel at1D& \O \hi c r641\ lla\1ooal Ua\ .. 

below, 

l aa aeatlD& \h11 aa\tr1al ln \h11 pereooal 

.:.G3 

a&DA•J' • • • 

fte a-r-Ue Bur7 MDr&U\AUo lUior, 

MIH\VJ ot \he ueuvJo 

waabia&\O•o D, Q, 

Regraded Uclassified



-. -
weMP loet ,.. ~' •-1•• ulJia •- et lt 

1e ,.u •l•ee' .. ut WRlt '"'• te aan .. .-plete 

......... u. la ,..,. - ...... MlF· Wltllle tile 

...., r.•an 1 M,. te M auo te """ • tM 

autu~· 

WltllltlaMet pen•·' ,......., J "• 

n7'7 r•• 

11Mll
1
'""· 

•• ...-1P OOILM •ln' auvetoJrF ot •-•., 

PI'_,_-
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Mtt " tr " •r C!I+V• .,, n 

A • ltntBn 1 

~ CNtit .,,_,, 111b1oh-. ora •• •• 1n 1111, 

1a a 11a1W o 5 .,, WS.~ a -.pit.! tl 100 IIUUOD 

tNDoa. 1\a -.&ta1, -a :'••~¥ J&l4 ,.., _. 

lll&baon'-4 •• t.be OI'SCla ~ t.be Jriao~ -... .-. 

eN41t J.naUtuu-a ud ~ Wao pr1 nolpl] lDdutnal 

ODUI'Pri•o tl hr1.a ud toM ~. Aa \bt 111M 

'">1 

ot ...._ ud t.be CMtit 'I .,_., ,. *1M it 1a oloao~J­

, ,11 .. , \bt CNtit •u-1, 1D 1\a t...S.UOD, 1a 

thlu .. toa a prl'N,. '-\laUe. Bat t.ba alatllOD wUil 

Whi& u .... •tw pt ~ hr" et llaa pftll u a )ldlla 

Crid.U "-1ar .-.. aa 1n ttw - ot \btao two 

oaa n' •U-, ttw ltate NHI'ft& t w Uaolt pgwn 

ot 41no\101l ud OQOl"riaiOD 1D \bt Cl'041t llaU.-1 • 

.. ...,.al •••• ot w. Clftdlt •u~. llbo 1a 

Cbet tl tM w tl u-ton, ... tbt ... 

uaiotau ••pn, aa a..1ohW ~ deono ud tM 

01'01'&"- ot tM baaUtuUAD 1a IIIIIIJHt M o 'MU• 

~\be •xuauu. NMI'&lo •• .,. tte• . . -............ . 
(1) OpoNU- OU'l'1o4 out tor tile ooo-t ot 

\be ..... I 

.. Acw1•tS.C 1 ... ot ttw ts- ot \be oaaUAD 

ot Wao CNcU.t •u.-1 ... to woate u AI ntaUon 

11h1oh • • • 
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_.- 1\ M-... 1D b ....... lUll.._. ot ~ 
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••n•lle4 tbla ......,.., r. the ,.... the\ t:111t CIN11t. 

lau~. 1D ,..,, w liND ...._.., with tM •ttl ' 

ot all 
3 

••• llael.~ .... 111a1ell w liND ....... 

bJ 41-Not. pt; u ,._the paU. ~· "'' 
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AD4 u. ONtit •u~ • ~ '• 1111. a1nee u.t 

tiM U.7 baft ...... ~ 01' ._,. ... u4 UballJ' 

Wh1oh .aJ be ·•-•rl ... U l'e'l a I 

tea ... .,,_ .. ,._. "' 'w Jt'• dai'S.JII a 1$1•• 

or taNO ,_.. ucS a •r 

_. • 

0 u uiel _. a "'•' ... .,. • •• eatUU.W 

1n ....... A~ As a or_._._ u.uu• 

t'NaN ~'be .... to -.t1 ua u • . Cllea tiiNe u.., 

.-h opoNu-& &N ••a;UJtl.e er ~tU'IJ o1-.. 

., 7 "• 

U. &ODMU .. tt•, at ~t t 6 IUF• a --~ 

--.. or • a'"''IJ a__, uwa ...,..,.. ~' 

-. ~ ol't ••- at - tiMMlel ...,.,, • or 

U....tlJ' ,... ..... ol\MI' .. ftii&MiJII ol ..... & ' 

PliO • ta. w& 11011 at au· 2'11 ,._,.. , .... 1&1 

wa--.... !laft .._ t1a1iD1a with tbe w1• or tMWtlaU.,. 

~ tSw"''ll or • a lt&U- ..,_,. 1lr -'U.. 

~·· · 
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and ~UOil tor 1M NMI'ft•• 

111\h JleQM' M MPU&l Mlanst .. w tbe ONdlt 

ktJ.~ tuolt, Whloh a1 .. """• to ''-" 1MB 

opeNtl~~~W, U a-.wtM• Oil tbe - W tbe •1 blo 

of tbe -.plt&l ot U.. luUt.UOil (~tal a114 ftl'1<na 

ro .. r.e aoo-u l alld, Oil tbe o~ llall4, tbe J)roue ~te 

ot oo:rtalD ••l'le• of ~ Whloh haw beell llwecS w 

U. pullllo wltbout tbe • NA'7 ot tbe ltoto, Oftl' U. 

eo1e ~t~ ot tbl 1nat1tuUoa, tor u -t ot 

about .00 .UUOil '-•· (1) 

llur1Jaa u.. ,.., wo JOUW, u. .-41--to­

~. ot u.. ON41t •uo.t ~~~..,. .,.,. NP141J' 

and llllbetont1&l.q ..... ltl*l. llotb- ... _, ot tbe 

ro~u of utorpl'1M• and ot tbe .-..o1~ ot 

~- tbe t!MM1&1.ubt • ..,. .......... aboll' 
1 b1llloa traM• •• I'le s II' a1, liNJ tbe7 Will .,.,. 

pl'Obe.bq .... 4 1,100 111111- at thll and ot 1118. 

Ot tb11 total ot 1,100 ldlUOilo8 thll oep1t&l uU11814 

11 ~. 1A ops.a •watoq ...,a1 ~. thllretore 

abollt - Mlt, trca tbe 1nat1tuUcm'• - re-•• 

&D4 trca t.u p luo4 a t 1u c!SIIP"•' ~ u. ttotl. 

u • ., s .,d M .w tllat t'l&rtlblll' ~ ot thll 

aot1rtt7 ot u.. Cri41\ •uOMl 1A tblo t1ol4, Whioh 

a.JIPI"''I'8 pi'OliUl.e 0114 _...,. 1 U tbe ~· I'UL Ill 

ON aUll ...... 1A allaoluto ftl~, Will, lllll.o11 tbe 

f1Mile1&1 &1tlut1oa ol np1 aub1tont 1&117, DIOU&1Mto 

I JSin elU... ,_ tbe lute, 01' ,_ U Wd =••Uoa 

MMh 00 tbe aa1110 ... lllipotl ot Oouspt1G~W. n 
__________________________________________________ , ___ _ 

( 1 ) It ablol&14 be 110toil thAt thll CN41t •u~ 1o aot 

au thol'1H4 w reao1ft ......... ~podto, oHn tor 

t a.il por1o4a. 
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CW:b u -. ... a •-, ,.,., n-. -'- u • P'l!lla 
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493 

JR GRAY 

Pre.ha 

De.t Ed St pt EmbEr 19 1 

Rtc ' d 10t29 e. , m, 

,:~ 
Stcrcte.ry of StatE, 

Washington. 

206
1 

StpttmbEr 191 1 p. m. 

National Sank statonEnt of SEpttmbEr 15 jus t rElEasEd 

shows vtry strious changEs in comparison to SEptcnbEr 7 , 
' Viaiblt fortign txchangt holdings fEll 15% and thEir 

crcdit portfolio i ttms rosE 37%. Ratio gol d covEr to 

all s i ght l i abilit iEs r tachtd unprtotdtnttd l ow of 

·2~ . LEgn.l minimum 25% . End lost wttk figurt stood 

at 31 , 7%, Bonlc notE c i rculation 1ncrtnstd to ell high 

of 9 , 6oo, ooo, ooo . EstimatE that dtpoait withdrawals 

from a ll bonks was 2 , 5oo, ooo, ooo ; causE for withdrawal : 

(1) purchost of foodstuffs ; (2) hoarding, 

Cztch bonds still rEpor tEd week on London t xchnng t , 

Whilt thEr t hns nlwnys bttn n qualifyi ng provision 

rEgulating transportati on on t hE rlbt this provisi on 

primarily drown for adjustmEnt of trnnsportntlon 

schtdulto , Otrmnn rEstrictions for oroosing t hE 

frontier btcamt tffEct i vt on 17th. There i s no apparent 

ground f or thE btliEf that thio is on ottcmpt of on 

coonom1o 

' 

Regraded Uclassified



-2- #206, Stptonbtr 19, 1 p ,m,, from Praha, 

rconom1o squEEZE but rtpr tsEnts war r i sk mtnsurEs i n thE 

srunt tErms as London Lloyda ratEs , It is also possi blt 

that abovE dEvElopmEnt was i nfluEncEd by t i ghtEning up 

of dtvistn allocatEd to transport by Cztohoslovnk 

National Bnnk although National Bank dEnits al1Egntion 

thot dtvistn for that purposE i s bring rttusEd, Bock of 

sll this dEvi.stn qurstion is thE old background conflict 

ovtr tht usE of dtvi.sEn for transporting in which thErE 

n?ptars t o bE nothing nEw but thE usual arrangemEnt 

at thE momEnt for rrf'usal is n libErty ustd, 

PleasE inform CommErcE, 

CARR 

KLP:DOM 

188 
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•lfllot& ,, 

f'COERAl.. PE.Scr,\'K 0 ~1'-ltC 

OP" NI:W l"O~K 

y 11.;9 

CORRESPONDENCE 

cormol!lti"' nL• 
1 .. w, IDok o 

o l e,t•ber 111, 111211. 

sucJEc.T, !ILIPBOia OOUDIA!IOI wm 

B.lolllt or DGL.IoiiD, 

I called Boltoa ot 1&141 eDd olkecl wtl-'bor thoro "' 

1111tbing new. Be repl1ecl \bat thtir bad had a ••17 quie\ aarltn and 

bad done nothina a\ all, wbich ••a a 'le~ ar .. t relief. bha bad 

bee nuq 1.a looallaa bn•- 4.80 ud 4,10 1/4 1Dd oloae4 at 4,10 1/a. 

lf.e then 1'91'orrecl to the report that Ule Qa._ ••1'1 ba4 

oot cottm into I" York harbor beoauae lhe •aa held by tbo foa ott 

Mbro .. J thh l OODt1meclo 

Oa the quon10D of war l'ilk pr..t_, Bolton nated that 

oc aDT cold 'ltliob tbtr .uld amd o'lor tor their o• acCOilDt tbtr 

would not att•pt to 00'101' the .. r 1'1* bGt would o~ it th­

lalYea, ! be rea••• "" two1'ol41 (l) Q1' 1'18 inaanaoe ocul~'' 

be placed 1n tbo autt• at the preamt tiao, 1111d (2) tbiJ tbo••b• 

\ hair ateppiaa wt of the auttet wollld balp to Clllilt U 4ooc a 

little, !btr would rollow ~· procedure untU ther e waa -e 

clat1n1te 1apro\'••• in tbe iallli'IDee aartt.t, 

•r. Jlol\OD then referred to our oon•eraation or laturctq 

at'h:mOOD (\bat 11, the UM or a uu1eor tor \be tnaaponauoe ot 

cold) ad natecl that tbq ..- tboaabt it o•or in the •-ll•e md 

bllle'led that with luelt tbtr ll!abt be able to uko .aae lbiPIIIDt 

•ttbout ratatna .,_., •• .-mt. lbiJ wva• t, ot oo•rao, cenlla 

blat tb., tbouaht tt~q atpt bo able to do that. ~t. 1lba\ would be 

tba etten OD oar 1u.r 1 aewero4 t hat that .. a bqoad tbe aoope 

or ., reapoDe1b111Uoa eDd \hat Wallhiaa-.. would b•o te 4oo14o 
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iPI!DitllAL. RES£.RVE BANK 

0,. Ne-W YORK 

, 

CORRESPONDENCE 

eo~nDI!ftus..... ..... m ..... .__ _ _ 
DATE-.._, ••• "· lf .. 

I 

SuoJc=-I&RIOU .COI,JIU:IOJ tl'tB 

B.&llt f» •OL.tiiD. 

t hat quenloa. ..ltoa ,.., .. , .. that th'f' • .,..,,, of 0011rao, eenua 

that Ul'f' oould ta•n MONif' "' 'h" th'f' 1111b' U.o • t.S.r •••o. 
It the •••el ... , wero .._., 11117 ,UUe ,.,, •• , oa tM• lblpae' 

would aot be li.Uw.C "' \be P'lblle ""' woald be la'erpl'fte4 liJ' ' h• 

l aUer la U• oe -.... ...wer, tbtf' hid onplne4 tbtlr tea,eU'fe 

phae ud feU \be' the1e wen Pout 71 per em' tMl-proot. ., M7 

me tbtr were reedT to 10 eb"d 11bea tbtf' heu4 oar deaidoa. U.Ul 

thiD thtr would do ao\b!., fUrther. 

I 1peC11tloell7 1Dqube4 Whether be •a• 1117 obJeotionl to 

thh •=•e 111d loltoD aa .. eree la t he a"aU'fe 11'14 added t hat thq 

w.~~ do w~h1DI \b'f' OOQl.d to udat 111 O'fll' there. Datdh, 

ot couue, would h&Ye to be el'l'lllled lete1" oe. 

1 elk.C 11bMhw he fta 1'N4F to tell • • 11bet be thOQib' 

1111114 be • I'MIODeble ..,_, 'e lhlp ln the 'lll(f ooza,•platod •• 

Boltoa tboqb' tiO,ooo,ooo to 11&1 0001 0001 tbtr •ere r .. IIT to load 

up to teo,ooo,ooo. 
I q 1ntee tbet u .tell' Ulp if tbtf' nerted pa*lal 

11aed1ate1T. 

Llii:ID ,. .. 
' • r t • ~~ 
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Secretar y of State , 

Washin::;ton. 

497 

~sa, S e~tmb cr 19, 1 P • m. 

GRAY 

Btrl1n 

Datcd Sc9ttmb cr 191 1~58 

Rtc 'd 1:10 p . m. 

The ~crlin papers issued :~ ::oEcial editorials Saturday 

night rE?Orting HEnlcin's annow~cEment of the foundation or 

a Sudeten ";:>re t Corps" on GEr..1an terri tory. ThE !!onday 

papero carry a s ccond appeal by ~·cnlcin Vlhich after r Efcrw 

ring to thE s u fferings of th£ S\1dttcns reads: "ThE hour 

of dElivery apnroachcs . Offer rc:~istancc a~ain and a : ain. 

:.undred:J of thousands of Sudeten German comrades arc 

strcauins i nto thE ranks of t~ Fret Cor ps " . 

This morni ng's press furt'l£r reports t hat thE number 

of persons entering the "Free Corns" iS so great that it 

has been nEcEssary to limit until further notice its 

compooi tion to four groups cacl: cons i s t ; ng of 10, 000 men. 

All r.\Cn bc'.;WE en t !lE ages of 18 ani\ SO VI to flt E to t he 

lleich ana \1iS l~ to join thE corprJ arc ordErEd to report to 

otationc Eop~ ciallY co tablioh cd tor th1o purponc all along 

t h e frontier . A nasa mEeting of :tugi tivco at wbich 

3cbcrovolcy, h dEtm GErman prcoo chitf w~ll opcak io announced 

\ 
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REB 
2-11458, From Ber l in, Srpt. l9,lp. m. 

announced to tru(£ place in Dr t odcn tonight . The total 

number of f'.!')i t1ves as of ycotcrday 1.s placed at Bti , OOO. 

The Ocrman press ao yet entirely ignores Rodza's 

SJlEECb of yesterday but conctrn:l itself with an editorial 

in the Pra:W. !JO.ptr PRAVDA LIVD'J 'f1bich in a 3S crtiq; Pro.l~' s 

r cf'.l!lal to compranioe statt3 t ha t "pcrhapo 'lit arE not 

3tronc eno·.'.$-'1 to defeat o~wAny b'..tt 'liE arc o trons cnoue,h to 

drav1 o.ll E·-.ropc in a war" . This is de scribed o.s o. 

fircbro. ~d and DER l\OtlTAG :Jtnteo tlUlt Prall£>. is btnt upon 

oo.boto.ge 11 bcco.uot o.n o.gre oncnt bt t 'WE m Fro.ncc o.nd E~land 

Vlhich mi3ht redound to Gtrnany' 0 favor would r revrnt t:::EC'.:.­

tion of . ·oocow' 3 order to drnw o.ll Europe into a 11ar.
11 

ilcarty approval is naturally 61 ven to l!ussolini' s 

speech yesterday and Praba is ~e!)rtscntcd as otin5 ent irely 

isolated from any support in Eu.ropt except from ~ussia 

whose ass i s tance is ostensibly cotablis htd by publication 

of J)hotostat copies of compromisin~ documents . ThE 

vc ELKISC'"Eil :-.:::oBAc::TER amid a wcl tcr of descriptions of 

furt' cr a l lt3td outra~cs against the Sudeten Germans 

reports desertions from Czcchoslova~ia of other minority 

peoples as proving t bs t no onE wi llllES to 11 vt any more 

under the c zech statE. In 
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3- .,''458, From B~rlin Se-t 19 1 • , ,., • , p .m. 

In a fairly tE1~pcratE cd1 torial in yesterday 's 

m·•,;r.tmTE~ ZEJ.TUNG Kircher plo.cEo primary rcspons i bl.lity 

ror "an 1:;., cdio.tE radical scttlELIEnt" upon France and 

Grea t ~ritain nh1ch aided in crco.ting t h e artificial 

Czech sta. tE . Praha h E says sh011o l ittle inclinotion 

to o.cctJ)t :l\~ch o. soluti on a l thou:h it i s obvious to 

cv cr;l)ody t l:nt a Czcct. stat£ wh ic!l oould b e freEd of thE 

Gcr mo.n q\'.cution and of minoritica \7ho wish to lco.vE it 

would bE nos·•rtd o so.fE c:xi.atcnoe an:". mor~ovcr would 

!:-A VE noth in3 in thE least to t'EO.r from Oerr.tony. ;!£ says 

t hat Bt nEo mi3ht bE diapoocd to rc~ouncc that which nc is 

unrrillin.:; to 13ivE up voluntarily if third partiES wouc.d 

nos\LI£ rEO!'onsibility . Kircher \1ritts thu t o courogeous 

dtc i oi on b- t~ leading powers \1ould put a quiclt end to 

Sudete n Ger;tan :~ufftring . Should En: lo.nd and Franc£ fail 

i n thi s respect thEn tb£ conscqucnc eo would bE terribly 

gr o.vE . 

WILSOll 

ROC 
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JR 

StorEtory of Stott, 

Washington. 

969, SeptembEr 19, 6 p. m. 

PLAIN 

London 

Doted SEptcnbtr 19, 1938 

REc l d lt30 p. m. 

FOR TREASURY FROti BlJ!'TERWORTH. 

Bri tish security mnrkEts havE only shofln a 

fractional improvcnent ovcr Friday' s clos£. Tht 

a ttitudE of thE City i s in gtnErcl ont of perplExi ty. 

There is no authori tativE information availablE to 

the City on thE Chambtrlai n-Hitltr or ChambErlain­

Daladi£1' dtli btrations and thE rumors rEaohing it 

from Poria of a virtunl o~ccptanCE of thE Gtrmnn 

dcnnnda art cvoking mi xEd sentiments. There is, on 

thE onE hnnd, o sEnsE of profound rtli tf thnt o 

world war mny bt avoidEd; many, howtvcr , usE thE 

VIOrd postponed. ThEr E is , on thE othcr hand, a 

fEEling that thE pri cE of avoidance at this timE 

will bt high, Entni ling n loss to Great Britain of 

prcsti gE, o commodity on which thE City cashEs in, 

and pcrhops also prEsti gE to tht Notion~ Govcrnment 
which 
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which mtly fostEr domesti c di f f iculties . In g m crol , 

thE City ht1s mndE ~ bEginning to thE procEsS of 

r ntionolizing submissi on the futurE course of tlu>. t 

process will depend on cvtnts 'lnd methods uh1ch rove 

rot yet mode their oppEnrt~nc e . 

The dollar opened, offered ond quickly went 

to 4. 8ot and duri ng the reat of the day its fluctUD.tions 

hove bEEn ne~r thnt level . IndEcis i on has kEpt thE 

volume small. LikEVIisE1 the gold fixi ng was only 

155 b tlrs a t l44S. 7D. Gold arbitrageurs report 

consi derable di fficul ty i n orrnngi ng wi t h brokers 

"~r risk insurance f tlcili t ics for i ndividual shipments. 

KE:!lNEDY 
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JR 

Secretory of StatE, 

Washington. 

1504, Stpttmber 19, noon. 

FROI! C 0C BRAN. 

GRAY 

Po.r1s 

DatEd SeptEmbEr 1~1 19S8 

Rco ' d 1 :36 p 0m. 

I have todo.y rEcEi VEd a lEtter dated SeptEmbEr 16 

signEd by PresidEnt Bachmann and Di rector WEbEr of thE 

Swies Nat ional Bonk which rEads in tro.nsl o.t i on : 

" Dcvtlopmtnts i n thE i nternati onal monetary 

si tuation lead us to inform you bri efly to do.tt upon 

tht at t i tudE adoptcd by thE Swiss National Bank. ThE 

ptraiatcnt wco.knESS of thE pound sterling si ne£ 1na' 

July has bEtn cvidEncEd by an inorco.aEd demand for 

Swiss fro.nos . As wc hove i mmEdiately converted into 

gold thE pounds which wE havE acquired, ond as on the 

other hand thE pricE of gold at London has hod o 

tendEncy to risE, th£ Swiss fro.no has sli Ghtly wcoktnEd 

in oompo.riaon with thE dollare 

Followi ng t he poli t i cal unEasi ness , therE has 

r cocntly dcvclopcd o. reorudtaocno. or 1ntcrno.tiono.l 

co.pital movcatnta. We n01'1 rcoord o. ~t1on 1n 
OUl' 
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-2- #1504, S_ptcnbtr 191 noon, from Poria . 

our for Ei gn t xchnngt holdings. ThE Notional Bonk has 

sold dollars at high pricEs; to dot£ thtsE optrc t i ons 

nmount to El t vEn mill i on dollars in round numbtrs . 

In spi t£ of th£ consi dtrcblE fluotuoti ons which 

hoVE bttn producEd betwEEn tht pound end th£ dollar , 

wE hov E btEn abl E to maintain th£ Swi ss franc within 

tht limi ts prtscri bEd by thE Ftdtrol Council, that is 

~ t a r e t£ of d Evaluation of opproximottly thirty ptr 

cent of i ta formEr par1t y 0 Thus tht offi cial Swiss 

monetary policy bps not undErgonE any modi f1cct1ons . " 

BULLITT 

lfl'M 

• • '1 , • ..... ' 

-
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F'I:OE~I. R£S~RV£ DANK 

Cr' NEW YORI( 

.)FFICE CORRESPONDENCE 

0111J.rl*mW 
ro 

1.. •· ra;_llr_a __ ........ 
z .. , .. w-. • 1100 a•~ -. ...... tata --.. ... 

•• ., _ ....... 1a .. ....._ •• ...... ..._ u.e • ••M•• am .. 

er ~· 1.-.ula at lac• •••• te NMln ,_ Ute ._. at .. 1_. a 

.... ,._. at ,.W. I t"ea ..._. .. I _. ... , •• tt tate lttllftlla 

wa Mlladal .. \e lean •..-•••• ..,._.. II n ••••'- a. he 

..... , wtda tile 1111•1'1' ....... \e _.. • tlla IUIIflll.e ... 

... ,ooo,oeo. 
w-.. ...... •..aa• 11a ... deb' 111 ••...s.nt , .... 

Uata ..catoa W .._ •• ,, .. "' ..-uoaa 111 u.a 111 ...... .. 

• .a. -· l ....u ............... lltftb' •• , ba4 ~ ....... .... 

··"· •• • ...... -..14 .. d!Mn'#dP"!I W• ....... at ......... u. 

aft• lbt 1IIIUIIIM Ulllal .._, ......... ta •IIUlt I ..,U .. u.lt 

I ~• lalla llad ,_ ,__. .. a1u.o.aaa, at anna, I tft!e•t "= 

apan .. -. ...,. .,. Uta pasaa t~t~t "= .... -.! .... .sa,. 

loltea ...u ... -.. _. a"el ... ~ We •• IU' • •• • n' 

talk "'-- lailt ...... 

ftla ta\aUn ~~ eitll .... W pllf&ll ,, lallM -

u .. acl, w 1a.,... Jean., .. ,..,., tea_...,_..,..,.",..,.. •• 
"' .... Ia ... al lad-. 

It ............... ,. ........................ ..
. 

tf U.lll. ,.Xt 111dtll 11 el p H4J' .......... -· at CU MJI ... 

llo1411ip. J ...... tala .... .,,Mel lUt walt f ... Ut .. C ...... 

...... .. 114 "" ..... "' ... . 
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FIDEnAL R£S!:Fh'l: OANK 

OF NEOY YORI( 

rECOPqESPONDENCE 

00111DIIfl"" nul --

'\~ 
o, .... ........ 11, J;.. 

SUOJEC.T· ,... fiJ COif ?Afl• 1IIIJl 

.,.,., •n•D. 

lr. -.1._ ..u .. " ... ,,.. IUt lla a...., ,._ ••• 

pounla 't' '-"'" ••'-• wen la"N•Uoaa • ·~ _. 

~~!_lel Mla u ten.... i..-;. 

(1) .. ~ .... It-t .. *- ,._ ........ , 
Uolat 'rOO,OOO _ .. , at the ,.u w '• uu. .... .. 

_______ (Ula--. at the -•••• at \ala laiiWtUa), 

axamu., altt .. at the laabYSUa • •' a ,.... .. M 

•pedlt... ./,.,£..;._ 
(I) 0.1' •U.O.I.,fw ... _,. a UMhal'la 1w. 

\ b• __ ,.., em•• at ttaa ha~WlUa - taa pel.D, .. 

.. , t ba\ •• - u Ula p14 1_. .. taaa .,_. ..,.,. u.a 

prantaall7 le" .. ,Nl •• aftel' lt 11 ph ... • \ala 

lubY!Ua lt 11 • .U'a4 M~'arlt\017• 

(I) lu ...... ~ ..... la...,. ~ l'l* b~ 
,._ \he ._. at lid•• _. Ula la..uta. 

(4) 0111' m\be~lt' •• .... ,. • .., .., ...... ... 
'"•' -· ,._ la ...... " •• -· Ultf' ...... . 

IMt- ........ w ..U llal,._. • ..,, •• a m4 .. _.. 

tteal ~--· • u .. •• ld, .. ,.., .. 1..,_ attaalaa 1a 

h. ~~~. •• " .......... ~- .... '" .. ~ ., 

U*&OQ, AI far IS ,,__. •• _ ..... 111ft .. tb_. ..... 

• e J*WeltF Memes at •• •• et •••la •-.laC ......_ 

::. .;3 
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CORRESPONDENCE 

COIJII UAI. mw 

J..l~~ 

I 

••• Of •PMt. 

1111 cel4 ..._. u.e •n•• _. Ulet w ... " • ... s ., ....... 
su 1ea4hc w-.14 "'" .. t.e .... at •• et "'• awd -...... ,., 

••• pu~Udtr et uat• .n.sr n •• ••• 1 • _ ... ..,_ -.. • 

rta•u,., U.tr a ...... u ....... .,., • ..., YOO,ooo 

.... ., .... pl4 el""' ............ , • 1111• ..... , ., ... 

• ,., ... pl .. 

•• tu u tlttr ._. ........ w ... -"=141 tale 

t~ ... ,.w"eellT ell .... • •• that eat ~- ... 

'' •mat• ... -. • .,..., et •• 111• -... ... •u ••• ... 

. ' 
.. 
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TREASUftY DEPAftTMENT 

TO 
Secrotary Mor gonthau Sept t~~~ber 19, 19:16. 

•••• l!ormn Oli phant 

eti?Ondin& t o yov:r request ror 3-dvice on authoril,( to move 

un •illion clollara o!' gold, Trit!lout insurttnce, on tho ss '!."Ul!iA'M'All 

Il l-., ' ro" tn.;lt.ncl SollteJ>ber ::3, 1n ccldition t o $U, JOO, OOO which 

:.1' co,., on tfv\t •hi? cov..,-ecl l7J inaur•nce, ·tou ~· a~vi:;ed that rou 

v< '.:\ '"r11;{ t>o clo t his . 

The Tro sw-; sponsorocl, nne! the Coneress eMcttd , t he Cavern­

"' nt LoJues in Shipment Act which YlnC a >provecl on July 8, 1937. This 

201 

.ct ~uto 'u' n systmo. or sel! inaurnneo oovertne tho movement of vcl.ue.bles 

''1 t 'o Governmont a ncl it& brancheS ancl agonc ieo. 

On ~ugust 12, 1937, tbe Acting Secrotnry of t;,o Tr£:>~111'Y i&suecl 

.. , •ier &.'<eajltin(;; rroa the mncllo.toey orovbions of tba Gover.-nt Losses 

in S~i '10Rt Act tbe ship;;ent o!' gold ancl sllver to or rroa roroign COW>­

trie• . bc•:>t ~'or t his order , govern"Cnt shi:"''nts o~ £Old and silver 

to 'li ~roa rorsign countries would no• be ::rvine .ithout. pr iva te i.n$\11"­

nee unoor tho ooll'- insurance of the Ciovorn..-wnt I.Ootos 1n obip:DOnt Act . 

'ou 1'n;/ , of couroo 
1 

revoke or modifY this order , 1n which event the gold 

in ue: tio:t would not neocl to be priva tely insurod ancl would co::w within 

t .t •ct . An ll!IFOPriJlte order i8 beirl! prepared !or your aignature . 

! or ;;our ir.formation , I attoeh a obeet inclie&tillg the scope of 

~ "' tion:l a nd t ho savifi;;S t o the eovcrnscnt W>dnr t he Gove::-naent Losees 

1 -..:1,-nt Ae t . 

tt.·c.went 
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TREASURY DEPARTMENT 

INTat O rPICC COWWUN ICAnGH 

202 

"""' Sept• ber 9, 1938 

TO 
Secretary Korgenthau 

lie= Ol i phant 

For your informati on 

Tho total r ace • elue ot all • eluablea abipped withou t insuraDce 
Ul!••· t he OOve:rnmont Losses 1n Shipment Act tram ita effective date 
('"-~at 1, 1937) to Sept«Dber 6, 1938 ia i32,385,1?6,618 , representing 

0 
a ••in~>• i n pr<lllium.s tor the same period (baaed upon an enrage ot retea 

;-I, by t he Treasury tram 1933 to 1937, incluaha) ot 235,823. 

I n camput1Q8 this figure, n1uablea han bean dlrtded into rour 
ell'l&eea. Tbe ae classes, and the ..-a.luee l.n each caee, are i n general as 

rat l.owa: 

(a) Currency, coin , specie, ate • •••• • ••• •• $ 2,898,090,973 

(b) Negotiable eecur itie& •••••• • ••• • •••••• $ 5 ,316,811,906 

(c) Cancelled coupons ••••••••••••• •• •••••• i 767,790, 363 

(4) ~soelle.neous valuableo not previously 
inw.red , includlng cancelled bonda, 
abetracts ot title, cortgagea, deeds, 
et c. The Teluation ginn articleo in 
this elass !las been arbitrarilY fixed 
at the t aco or orincipel •alue. it 
any . This class has not been included 
in the computation or oremium aartnsa • • • $23,402,465,376 

(Ini tialed) liO 

• 
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TREASURY DEPARTMENT 

INTD 01'1'1C& c:oMMUHICATtatt 

To .. ON\az7 lforpa\Jia 

Yoooo A. Loohh .... 

01oaa SIP!, 19, 19}1 

Sa!l l.!,c ., .• g)'p 

s.p~. 21 ••n.aU.o 

kp\, 2} ..... , ... 
kp\. 21+ l'arla 

; . 
• 

I)()UI DLD m ~ 
•us, ooo. ooo 

...... , 
tll,JOO,OOO 

ll,JOO,OOO 

u ,ooo,ooo 
.,,,600,000 
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SECrEtary of StatE, 

W!lshin:ston. 

RUSH, 

498 

461, SEptembEr 19, 6 p. m. 

GRAY 

SErlin 

DotEd SEptembEr 19, 1938 

REo ' d 2 p. m. 

ThE London oonmuniquE as wEll as Osusky ' s rEportEd 

rrmark upon lEaving thE FrEnch ForEign OfficE that "HtrE 

you SEE on£ who bas bEEn condemning without bEing 

hEard" art taken as implying that thE Frmoh and Briti sh 

PrEmi Ers havE nssoci at Ed thEmS Elv ts Yti th thE GErman 

standpoint in thE Czech affair . 

ThE tonE of thE Ev Ening prEss, thEreforE, is on£ of 

distinct and unmistakablE warning to Praha. ThE 

BERLI!IER TAGEBLATT says that BEnES has a last chancE to 

avoi d a catastrophE and that hE must havE thE couragE 

to form and carry through thE ell dEcisivE rEsolution. 

This papEr rcnarks, howEVEr, that hE SEEmS t o bE far from 

this stEp and that as for thE CzEch GEnErals thEir 

1nt E~tions as th£ "willing tools of Hose ow" ar t 

sufficiEntly \mown. It statts that no othEr rEsult than 

war can Ensue if nt thE last minutE thE right of sElf­

dEtErmination is not accordEd tb£ various pEoplEs i n 

C:r:tcboslovekia 

' 
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czechoslovakia. Statts that in the Csongradaz that 

the state of Czechoslovakia of 1919 must disappear i n 

one way or another, Silex states that in t he race 

between dcplomntic action and local events i n 

Czechoslovakia thE former must hast en to catch up 

with the lat t er . HE says that "the s tatesmen may 

come too l atE with their ptna if the gr eat world 

surgeon bas already appl ied thE cleansing cut of the 

knife. " 

The rest of the press is unanimouc in pl acing 

the fat eful decis ion squar ely before Praba. 

WILSON 

KLP 

~OS 
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September 19, 1938 

2:45 p. m. 

Present: 

lolr. !.lallet 
»r. Lochhead 
Ure . Klotz 

. HU , J r: I t hought 1t would be beat, t or your 
Ambassador, yourself a nd your Government to know what 
we are do1~ and you mi ght t ake no t es. 

I never know how to d1st1nguieh as between the 
Trel\sury and the Bank of England , but anyway, one or 
the other 1s sending gold over here now, tar in excess 
of what anybody knows. Just put t ing it on. For ex­
ample , t he maximum the ~~nhattan will carry tor two 
days is ~11,000,000 and the British Government is slap­
ping on another ~15,000,000. Whether that \s insured, 
I don ' t know. 

Wr. Lochhead: We don't know. 

!Ul,Jr: In addition to what ia comi ng from 
pri vate sources. The maximum t he Manhattan could 
carry is $11,000, 000. I am us i ng that as an example. 
And they go ahead and put on another $15 ,000, 000 and 
they are doing everything they can to continue unin­
terrupt edly this flow of gold wh1ch i e oom1r~ th18 W8Y 
and we want to do everything that we can to ass1st. 
You see? 

lolr. Wallet: Yes. 

!Ul. Jr: Giving you an example: today if the 
Queen Mary gets in, carrying $42,000,000 , there will 
be a total of $100,000 , 000 gold arrive 1n New York 
t oday. 

)( u-'1 t I 8 aw it wae an enormous shipment. r. _. e : 

lUl , Jr: Biggest ever. 
the total gold holdings of the 

And also 1t exceeds 
Garman Empire. One 

day! 

d 1 a nd what we did Saturday, 
Now, what we are o ng 
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«e have conversations -- the Federal Reserve our 
fisca l agent , have conversat 1ono with Bolton: and 
"e told Bolton this light cruieer, the NaehY1lle 
which ie now at Gravesend, will be coming back 1~ 
a daY or two and wi ll be replaced by the Honolulu 
and we thought ae she 1e coming back, there i e so 
much gold over there and there ie no apace and we 
can get no i nsurance , we might put $25 ,000 ,000 on 
and br1 ng it back and we put thAt up to him Saturday 
and today at noon Bolton phoned back that they had 
no obJections. 

Now, t he idea ie s imply to keep this moving 
and I don' t mind telli ng you, because the British 
Treasury knows it anyway, that as of last night we 
h:\d $188 ,000,000 that we owned in London and the rate 
at which it is coming over lt will take at least a 
~onth to ge t it over. 

Mr. Lochhead: Practically frozen over there 
because of no insurance. 

HM, Jr: Praotlcally frozen. So now 1t ls 
between the two Governments. And I want to make 
i t plain your peonle understand and I am sure you 
~ti ll too. They are usl~ every effort t o keep the 
pound- sterling steady and t he only way you can keep 
lt steady is if we supply the dollars in exchange 
for gold , which we have been doing and •111 continue 
to do. I think you saw ~ statement? 

Ur. Mallet: Yes, I d i d . 

!Uoi . Jr: In order t o keep that thl.ng rolUng, 
we have to get it over here. If •e get too much 
over there I may be subject to criticism -- why did 
you pe rmit $200poo ,ooo or $300 ,000,000 gold to pile 
up ln London? So I was willing to recommend to the 
President that we t ake •hatever alight chance there 
ie and put this gol d on the Nashville , but the •hole 
thought back of it ie to Just keep this stuf f coming 
as uninterruptedly ae possible . 

Wr. Wallet: Ieep1ng up an uninterrupted f~o• 
so there •1ll not have to be too big a shipment a 
one time. 

Ur. Lochhead: we are not 80 much interested 
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1n proooting the flow ot gold as we are to provide 
the facilities to help the foreign exohenge market · 
t hat you and we are trying to do everything theret~re 
to facilitate the physical operation to see t hat gold 
i s moved. The gol d is just an instrument. 

Ur. Uallet: Yes. 

HW ,Jr: Let me g ive you the conversati on with 
Knoke ; give you the background. It you will read 
t~ese two t hat will g ive you t he background on this 
tt.lng. 

Ur. Uallet : Yes. 

Hll,Jr: No reason why you shouldn' t read these. 

(~r. Uallet read t he two phone conversati ons 
between Knoke and Bolton , copies attached.) 

Hlll ,Jr: That gives you the biiCkground. And 
th18 is too i mportant. So we juAt t hink it "ill be 
~elpful to keep this thi~ moving. You can see how 
your people feel about 1 t and rre are doing 1t really 
1 n a spi r1 t ot bei ~ hel pful. 

l.!r. Llallet: Oh, oerta1 nly ~ 

Hle! ,Jr: And we gave them from Saturdsy to today 
and I am sure they have had a chance to consult the 
Treasury . 

Now, the on.ly place I differ -- I want to sleep 
on thi s-- I don ' t know whether it mi~ht be better to 
say openly that we are doing it rather than have it 
leak out and let some newspaper man give h is interpre­
tation -- that we mi ght not openly saY that we are doing 
it and it you could I would like to have Sir John 
Simon ' s reaction on that it you oould get it for me. 

Mr. Mall et : Yes, sir. 

HM.Jr: In twenty-four hours. See? 

Mr. Mallet: As regards publicity tor the shi p­
~ent ot $25,006,000 in the Nashville. 

!Ul, Jr: Yes. 

Yr. Uallet: Yes. 

,., ' 8 ~u 
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HK ,Jr: Ky own feeling is, I don't think you 
can keep it secret. Then somebody knows i t and he 
gives it his inter9retation. See? 

Llr. Mallet: Yea. 

HU,Jr: And I just wonder it it isn't bet ter 
for us to announce it . 

Ur. Uallet: Uh- huh. I see. 

HK ,Jr: But I don' t want t o do anyth1f'6 to em­
barrass your Government and if they reel it 1s going 
to be embarrassing we will let it come over and take 
our chances. They have changed and they don't want 
it loaded at Gravesend. They say they can't handle 
it the re. They haven't got the facilities and they 
can't keep it secret . So we are moving , tonight, t he 
Nashville down to Portsmouth Navy Yard. 

Mr. MAllet: Oh, yea. 

11M ,Jr: And they say they can handle i t from 
there and we will unload it at our Brooklyn Navy Yard. 

Ur. Mallet: Oh, yes. 

HM Jr: But there are some ~.ooo cases involved . 
Now, whet~r you people can move ~.000 oases and keep 
it secret •••• 

Wr . Lochhead: 1fe checked back; may be only 
flve or six hUndred oases. It' s a bulky proposition. 

Ur. Kallet: I saw one reference in t he conversa­
tions about nearly 500,0~. 

Mr. Lochhead: In the conversation wi th the Bank 
ot England they were taking o f a shifment beforehand 
and they m~ntioned 500

1
000 M. I oan t see whY they 

woul d think very seriously a bout $2,500,000 when you 
consider they are moving t his '85 ,000,000 tor their 

.209 
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HK,Jr: Yea . And t he machinery ia moving. 
have had from Saturday to noon today and they 
said yea. 

Ur. Yallet: And they are now, presumably 
r etting that gold on the Nashville. • 

HM,Jr : Yea. And they dtd not want to move 
1t from Gravesend, so we have moved t he Nashville 
from Gravesend to Portsmouth and the Honolulu will 
arrive in two days . She will go to Portsmouth or 
Southampton, one or the other. I think it will be 
Portsmouth. 

Ur. Wallet: So there is a possib1lity of the 
operation being continued when t he Honolulu arri ves? 

HU ,Jr: Yes, it mi ght be continued. 
not crossed that, but it is possible that 1t 
if it keeps increasing that way and no space 

J.Ir . Mallet : Yes . Yes . 

We have 
may be, 
available. 

HU Jr: We have got to keep that gold moving 
and I d on l t know any other way to get it over here. 

Ur. Mallet: The thing you want to put to Si r 
John Simon: you have not made up your mind whether 
official publ i city i s better than have it leak out 
end you would want to know beforehand if 1t would em­
barrass our Government . 

Hl~ . Jr: My inclination is to give it publicity, 
but I think i t will l eak out anyway , an~ t herefore I 
think it is better that we g ive it the kind of inter­
pretation t hat we want . Uy inclination definitely i s 
t o &ive it oubli c ity, but I don ' t want to do so -- I 
have no strong feeli ngs about it, so if Sir JohnSimon 
says no; he would rather not -- it ' s all right w1 th me. 

Ur. WAllet: Quite. And he would not feel 1t 
1s nece s sary t o add any statement t o whatever you sald· 

Hll , Jr: The announcement would oome from here. 
But I woul d l i ke 1f possible a fairly prompt answer. 
I woul d like to have i t, if I could , not later than 
Wednesday morning. 
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Mr. Mallet: Yea, I should t hink so. 

IU4,Jr: You understand they are boxi ng this 
gold up and it's rolling and I i~agine they will 
ship it toa;orrow. 

Ur. Uallet: He would know that? 

HU ,Jr: Oh, he must ! And you can see they 
aeem to know all about it. The Bank of England has 
a eood intelligence service. 

Ur. Mallet: Yes. 

IU4 ,Jr: What was the sum of figures of gold on 
the way? ~85,000 ,0007 

l!r. Lochhead: $85, 000 , 000 - - t hey are going 
t o put on -- and ~45 ,000 ,000 on the water. 

HU,Jr: And we have over there now, which be­
lonee to us, $188 , 000 , 000 eo t here you are. It does 
not bother me, but I would l i ke to keep lt moving. 
VIe will take it just a& fast a& they want to sell it 
t o us . You must keep thts stability. If they begin 
t o ~orry about the pound and the dollar -- financial 
communities are sufficiently upset now, you don't want 
t o give thelil anything more. 

Ur. Uallet: Quite. Quite. 

HM ,Jr: Well, that' s that! 

Mr. Mallet: Thnnks very much. And I will see 
you have an answer not later than Wednesdny morning. 

HU ,Jr: Is Bewley gol ne to stay over indefinitely? 

Ur. Mallet: 
sailing r.ext week. 
of October. 

He's coming back. I t hink he 1s 
I think he gets back on the 6th 

oOo- oOo 
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Coa!i4ential filoa 

L. Y, lnolta 

coPy 

nnn•r DSDn J.U1 
or IIIW YOU 

Data: Septoaber 16, 19)1 

SubJect: !alophona CoBYoraation 
v1 th kDl< of laclaJI4 

Mr. Bo t ton called .. at 12:~ to~. !belr t otal aalao ware juat o•ar 

s20,000 ,000 up to that -nt, ftl. -.rut "" •ar1 quiet aa4 otoaq, .t. coo4 

~eal of the b1441DC for 4ollare oristnate4 wlth daalere who ha4 pr .. iouol7 &ODD 

1hort of dollaro and lone of s ol4 ia Lolldon all4 who were Jlow r narains tbatr 

tr&lltaotio••· In a441tioJl there ware , ot courea, othere, uoac t ho central 

baJC'<t, who were arud.oue t o build. up a ell$11 4ollar r .. orn. !hare vao ao bis 

urnt 110nmmt Juot aow. Chaaberlaia ha4 Jus t arr1•e4 troa hil Yhit with 

Killer and aada ., announenan t whlcb wae quite plaaoant. He bad. ha4 a nrr 

!rlondl7 tal l< with Hi tler, Cbaaberlaia oatd, an4 hltond.e4 t o WI< with hta In 

~rO&Q7 aext vaal<, Both bo and Hitler vera now qutte aware of what wao \a each 

ol!>er' o 11lad. !bat , Bolton wao hopeful , would hei p to quiet tho aarl<ot 4own, 

The queotlon ~ieh wao worrrtns hi• aow vao the ett oot ot t ho cancellation 

bf the lneuranco aarl<ot ot all war rlol< pclicieo. !be poatt\ oa 1" tho lnouranco 

>trkot a t the aoaaat waa that thora ware cortalll ullderwrltoro who would quote 2o 

~ porceat tor war riol< on col4 tor i...d1ate ehlpaent t o •ow York but the .. rl<ot 

•u .. 1'7 - n , probabl7 not aero tball 1.500,000. !be;r ha4 taken up tho qu .. tton 

both wtth Llo74a aJ14 with tho Oonn~Mnt but 1 t would. tAke ooae tiM t o arrl•o at 

• doololon. !beT wro, howDYar, 4etora1no4 not t o loan the o1tuat1on In ito 

protont otata, lloanwhilo thaT wro ooaoor1>od about their pri•ata arraacn.,.t wUh 

"' and had. doci4o4 OJl the toUmriJIC procr• vh lch ho hopa4 woul4 ... t with ou 
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!ht7 wlll conUzua &a wu.al. t o bold '"- dollar IIUlr:et aa ataaq aa \bq 

.., aA4 ouppl7 the 8&rlte\ wltb 4ollara t roa t"- tollowiac oovou 1 

(a) thair own pu .. nt dollar balucea. 

(b) thair war ruern in Cazoa4& (I trie4 t o tln4 out how ncb "'-' 

waa but BoHon •t.JllT repl1e4 H didn't aaount to ....,b), 

(c) they will borrow dollara tor abort perioda by aaano ot awapa 1D 

tba ..rite\ , 

(4) the;r will uae the cold now in trandt $45,000,000. 

(o) they are c oiac \o Mite tho tollowiae addi Uoul ohtpooenh ba­

~inDiag nazt waelt r 

$15,000,000 on t"- lor8&Ddie 
10,000,000 • • S.....ia 
15,000,000 • • Manhat\aa 
10,000,000 1 • OalendoAla 
10,000,000 • • Parle 
15,000,000 1 1 q,.a.een Mar7 
10,000, 000 • • O.orclc 

ii5,000, 000 !otal 

It will ba up to the Britlob Oo•ernaont to dacidt what they wi ll do about 

1AIV&DCI , 

$45 ,000,000 on tho water aDd $85,000,000 to be ehippod in tho near futuro 

lhey hope would COYer thiDCI 4ur1DC the next weak or oo. MeaawhUe t hey would 

llit uo to continue our order tor cold to be earaarlted in London. !hay would, 

hovo .. r, not Mite uee ot "'-t unla n t "-N waa a nrloua uerpne;r. In a4d1Uon 

~ tho t wo cold prloaa which ba would continua t o quote ua at herato!ora. be 

would cln uo two ahrl1DC r a tu, 'IIIQ'U« an4 ealliag, ap1Det wblch we could 

operate tor hla aco011at it we t a U 10 41apoae4 an4 it wa didn't want t o \altO 

&liT &ora cold in Loadoa. 

• 
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I r~lle4 tllat I thoucht that waa a 8plall4ld prouu a114 U..t I waa ...,.. 

~· our !reaeur,r would appreciate thla proof ot their dealre t o wrea the bur4ea 

two of ,.., I a44e4 that I waa confidant t.ha\ the !reaeur,r would vaat 

10 conUnue the old IOld or4en (except •• lower p rlcae, ot cour .. , t o .. ,, r l elJII 

!oaoranco prea la , e to. ) all4 that H vas nerybo4y 1 a whh heN that he ohould ll&ka 

... of thooe or4era It it v a t DOce"&r7· .Ute that I hope4 U..t we would aot 

~· uat ot hla aterllnc ardara tor hla ~ aocouat ualeoa we ohould ol~ly be 

1..,.pa4. I explained that t hh hope &114 ballet on ll1 part vu baaed oa the 

fact \hat to the beat of ll1 knovledea at leaat there waa no latantloa Vh~t .. er on 

r.he part of O\U' orr-aUTT not t o coatlaua u heretofore but oa the eoatr4r7 to do 

vbAt .. or we poulbly could do, Bolton u plled that qulte olrolouolr the oltuetlon 

no a dl!tlcul t oaa and that •ve don't want 7ou to participate In the rhl<. • 

Bolton then referred t o our oable ot l att nllbt f J79/J8, the third paragraph, 

In which we reduced the sold price to $J4. 7J , aDd aol<ed aa to tall hl• wbather that 

to future sale a, I replied that 1 t would app\7 to dollaro 

told by hla bapADIDt; toda.r. Vat that aat1ttaotoT7f !!a oald It vae. 

I Inquired whether, l .a hie oplnlon, 1\ would bt poaelble for thea to pack 

ooae of tbe cold vhloh we DOW held ln London eo that we could he•• It r t&d7 tor 

ti>l? .. nt If, "' a114 vhea aa opporhDH7 prueatad lhel!. I explained that I "" 

•••,.. ot hie recant requut to t;ln hla aneral dqa notice whoa ukla« thea t o 

..U ohlpaeat but that the purpoo<• ot Jl1 4ltcuoOIIII \hie M\tor wlth bla apin 

""' t o trT to han eoae IOld rea<IT for ~lata ahlpeant 1! • tor lnatanoe, one 

ot our b&Dka vhloh lwl arraapd for ahi~nt oq oa a Wa4aae4&7 boat would co• t o 

uo on !uaellq and otter u that 8paco becau" thor had 4aol4a4 to cancel thalr 

thlpaeat. 1 eucceatad that ha let thlt thllll co throuch hie bead aad tall< to • 

tbt next U• ha vaa on the talephoae. Bolton replied U..t enrythlJII dtpeued 

capacity ot tbelr bull ion dapartaent which, •• I I<Dew, bad beaa taken ott 

1\e !ott br the r ecant ruall ot sold to !law Tori<. 
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PARAPHRASE OF TELEG!Wl 

No. 419, September 19, 4 p.m. 

STRICTLY CONFIDENTIAL 

FROI4 BERLIN 

I received a visit today from the Czech Char~e 

d'Affaires .bo declared that in the Czech newspapers 

he had just read reports from Wash1nrton ~ith regard 

to the possible assumotion or Ctech interests by the 

United States in the event o f war. He had come i n, he 

sai d, without being i nst ructed and in an entirely oer­

sonal capacity t o inform me that it had been the int en­

tion of his Government to request the United States, 

should war occur, to perform this service but that 

there had been no steps taken with regard to this for 

the reason that at all costs it was t heir wish to avoid 

anything that might have the apoearance i n German eyes 

o f or ovocation. If the~e should suddenly be an outbreak 

or war it was said by him that he would give instructions 

to turn over as a temporarY measure t he Czechoslovakian 

Consulatesto the American consular officials. This 

would be pending a request to Washingt on on the part 

or the Czech Government end the SecretarY or State's 

decisi on in regard thereto. The part or Radio Bulletin 

no . 218 dealing with ~r. Hull'e talk on this subject ~th 
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the newspaper reportere was read to the Charge d'Affaires 

by me. 

I was told by h1m that the leading C~ecb residents 

in German citiee had been arrested as hoatages and that 

the Czechslovak Government had been given not ice by the 

GermanCharge at Prague or t his and it had been said by 

the Charge that the shoot ing of any Sudeten would be 

met with retaliation on these hostages. There has been 

s protest by the C~echCharge here on t he Rrounds of 

i nternational law but small s atis faction has been re­

ceived by him. It was added by the Charge that his chief, 

!1'r. Mast ny, who had gone from Nuremberg to Prague, .. oul d 

not come back to his post i mmedlstely. At Prague the 

German ~inister is absen t as well , and the C~echs ~ill 

have t heir Winister remain in Prague pendin~ what occurs. 

Another statement was made by the Czechslovak 

Char ge. Von We1zsaloker had call ed him in on Satur-

day evening and he had been told that,according to in­

fo rmation received by t he German Government, in Czecho­

slovakia~ seven or eight cl asses ha4 been summoned t o 

arms and that it ~as t he wish or Weizsalcker to declare 

that this could result differently than in the month or 

!.lay. Von Weizsalcker was t old by the C~ech Charge that 

the German news report was not correct because there had 

~18 
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been called on11 one claee. 
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,JIAIAPIIIIAa or ft! ·'OIWI JmlEI'fD ~~ 
,.._, Aae1'1oaa lllba .. 7, l'arle. 

•o.z 1101. 

Jll'rSZ lep\ellllr lt, 11!8, IS I'••• 

no• oocnuwr. 

'fe1"7 11\Ue e\erlllls ... 7111414 'IIIJ \he e\.ebU1...­

t.101l twl4 laP \o II I'••• \o4a7 111 o1"41r \o keq t.lw rah 

at. 1 ?8.lll. 'rlwN •• a -.oh qutewr Ml'ltet for LondOil 

thaD laat. week and lt. ne praot.1oal.l7 equare f or the 

~. A•1t.1llg \he out.ooae of 1Jihl'll&t.1~ _ .... _ 

t.lou &D4 aecot.tat.lou 1A t.he po11t.1oal field, Parle 

evtbancot operat.oN are oODt.lDli.D& to keep t.hetr podt.1oa 

N l anoe4. 

It la reported la t.he Jlrlll t.hat raU ehlpaent of 

160,000,000 traaoe of gold and eUnr bare haa bee 

8&41 troa LoJal,lat llpalll t.o rranoe fw t.ran11h1p•nt. 

to tlw Ua1te4 Stat .. tor 1lae 111 paJMDt of gooda. 

BULLI'n' 

'l J"' 

D;D 
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PAR.U'Hl'tASE OJ' TELEGJWl 

No. 102, September 19, 6 p . m. 

In every quarter, opinion over the Central European eitua.­

tton indicates continued alarm as it becomes more (evident?) 

that anY solution averting war giTes promiae ot a precedent whioh 11 

unha_opy t or Rumania, wl:l1oh has large minor1t1ea. There ie 

betng paid to t he Hungarian border eapeoial attention, because 

there is a rumor that it C~echoslovakia should be entered by 

the Germans a similar move will here be made by Hungarr. How-

ever no troop movement has been made because the Government 

does not wish to take any act ion which could be understood as 

t ak ing sides with either party. I am not able in this conneo­

tton t o confirm t hat any understanding whatsoever with Russia 

has been reached . although t here are persistent reports from 

abroad in that senae. Here t here 11 general admission that 

despite large expenditure of tunda , Runania 18 pitiably not 

prepared tor either attack or defense, and that therefore . 

ror the moment . the only policy she can adopt i s to remain 

qulet and hope ardently that there can be maintained peace. 

HIBBAJU) 

\ 
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P~E OP' TELEOIWI 

No. 1510, September 19, 6 p . m. 

section 1. 

FROM PAKI8 

.KUSH AND S'l'RIO'l'LY CONFIDENTIAL - FOR THE SECRETARY 

The Vice Preeident or the Rad1oal Sooi&l1et Part:y , 

Jaoqlllla Iayeer, who 1B oont1dential dl.plomat1o adv1eer 

to the French Prima Utn1ater and was h18 aee1etant 1n 

London, and I have Juet had a oonvereat1on. H1a opinion 

of the meaning of the agreement which wae reached in London 

ie that peace ie preeerved tor at least a da:y but 1n addi­

tion that nothing hae been settled by the agreement. 

Kayser understands very clearly that demands would 

be brought forward at once by the Hungarian and Polish 

Government• and 1t wae 1nd1oated by h.im that he d1d not 

like at all to have France and Great Britain make a 

guarantee of the integrity of that part of Ozeohoelovakia 

wh1oh would be lett after the Sudeten area had been ampu­

tated beoauae the guarantee would be ieaued nth the proe­

pect or having it rendered illusory in the near tuture 

becauae or plebieoitee in the Hungarian and Polish areae. 

Authoritative word trom Prague had Juet oome t o h1a 

to the erreot that hiSblY d1eappo1nt1ng information had 

been received b:y the Ozeoh Arllflif trom m111 tar:y leader• 1n 

the U.s.s.R. and indl.oated that the Cuche could not 

count on Rueda. rvr the 11011ent the poeeib111ty that the 
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Br1t1sb-Frenoh proposal might be refUsed by Benes bad been 

d1m1n1ebed greatly by this but t be possib111ty bad again 

been revived by a later oommun1oat1on rrom Kosoow. 

Seotlon 2 

Kayser wae asked by me to t oreoaat what would eventuate 

1n Fr ance 1t the proposal should be reJected by the c~echo­

elovake and c~eohoalovak1a should be 1nvaded by the German 

armed for oee. The op1n1on he expressed was precisely 

contrary to Bonnet 's op1n1on wh1oh I reported on Sep­

t ember 19, 5 p . m., in~ no. 1509. It was sa1d by X&yeer 

t hat without doubt the French would come near to c1v1l war. 

Members ot all parties trom the extreme Lett to the extreme 

R1ght , as well as the CoiDIIILU11ate, would be 1n tavor ot war 

on the theory that France would be dishonored 1t aha should 

not SQ to war. It wae h1a certain op1n1on that widespread 

r1ot.e and atr1kee would result and he telt that t1nally 

France would make war. He continued by pred1ot1ng that 

even 1t t here should be aubm1ssion on t he part or t he 

C~echa the a ction taken by the French Government and by 

the Br1tisb Government would oauae public op1n1on to ew1DS 

awa3 trom parliamentarY democr acy. It was not h1e bel1et 

that France would turn commun1et1c nor could be t oretell 

to what 1ndiv1dual leader France would look but 1t wee bU 

reeling t hat t he French democratic parliamentarY system 

had been d ealt a blow trom w!Uoh that a;yate111 might never 

make a recovery. 
BULLITT 
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PA!W'BRI.SJ: Of HLJ:GR.lK BUT. 

TO: Allerioan llllbaee1, London. 

DATE: Sept~r 19, 1938, 6 p.m. 

IO.: 543. 
STRIC TLY COlii'IDBniAL 
FOR BU!HRWORTH J'ROJI SJ:ORJ:!ARY OF !HE !RUSURT, 

It ~ been arranged to ship twenty-fiTe million 

dollars 1D gold froa the holdings of the United States 

Stabilisation JUDd with the Bank of England on the boat 

NashTille whioh sails this week fr oa Porta.outh. r or 

your intoraation, t his manner of .-king the ehipaent ie 

being used because of the large aaount of the United 

States gold hol.diDge in London, and 1D order that our 

cooperation with the British fund .ay continue 1D accord­

ance with the t eras of the !ri-paztite Agreftlent. .Ueo, 

1 t ie dittioul. t to obtain inw.n.nce 1D I n York on tbie 

gold. The federal Reeerie Bank 1D In York b&e dieoueeed 

tbie ehip.ent with the Bank of h8land and the latter 

baa shown t heir approT&l. It ie ST1dent thd the Bank 

of Engl.and baa been 1D consultation with the Britieb 

!reaeury on the subject. 

It ~ not yet been decided • bather or not this 

matter eboul.d be giTen publicity. 

!lULL 

EA:DP 

" ?4 _ .. 
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CONll'lDENTIAL 

WAR DEI'AifTMEHT 

WAR DCPARn..IINT CMNIDtAL P'AIP 

liEIIORAHD1DI :10. 16 J'OR l'Hi CHID OP SUFPt 

J'Qlitioal SltlllatiOD. !be f'rcoh &lid Britilh CabiDeta b&n 

both AOOapt;d \& CbU£iri&£i plt.ll I.Jl aaaJdDc tha aolutiOD ot tha 

5\lolleten probl• '117 the &DDoOJatiOD b)' Ge~ or tbe prepaaderalll;lJ 

Geran areu. !he Britlah &D4 Frcoh people both ara deepl7 oha­

Vlu4 b)' thla aMiticmal INI'render to tha 41pl.......,. ot iDtiaidation. 

B'Dwotnr, tha7 &ra reliand to aaoape the ~di&te oonaeque110 .. ot 

w.r to wtdoh thalr ..- llillt&ry Q&l<Dua haa rendered thea Y\llner&bla. 

!he raaotiOD ot tbe Cuohoalonki&Da to their loaa ot aup­

port troa the ~raoiaa ia ODe ot ext,_ bitte.,.aa. It will 

require &11 the •&~ao1t,. ot s-o to lad Ilia ooiJDt..,._D to aooapt 

tbe iDnit&bla witbout I.JlterD&l diaturb&IIO• or prcm>o&tin ill01daDta 

dur~ tha o<Winc .-coti&tlo•· 

llllzut..u=. 1o 1ax>w11 blportt.~>t danlo~nt· .... " 

ooourrad u o 1u Ot.&r tileD u atatad bal.,... !ba tou....mc 

per&phnt.aad oa.bla t,_ tha llllitar,. Att&oha I.Jl BarliD dated 2 t l7 P.ll. , 

Septellber 19, 1e I.Jlterpretad u -"'"' tbet Bitler will parllit 110 

ral&atioD ot preaaur• lD ua~ &nd a,q>a41t1D!: tha aolvtlon be 

d-nc'· t 

vONE'lDENTIAL 
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OONF'IDENTIAL 

•on. ,.,_llrer llaa ._, ... tbat FI'IUIDe &114 "'cl•"" 

acne to the priDoiple Of .. lf-4eteralM.tioA of peeple 

1n aettl-D:t of tile 41al'Qta. ad41Jic tbat if tile prlJIDiple 

1a uoeptecl. Oe~ will 'be '11111~ to oc.p....tae 'llltlr. 

r.&&rcl to tile •. ,..cnat.lGil ot tile priJIDlple . Cba'berlaia• 

it 1e lalowD, auu.re4 Bitler t'bat be peraoall:r ta.ore4 a 

rea4jv.ata.lt ot l'rontiere, • 

llber ... the Italiu preaa 4aDiu u:r aa'bl£111 ty 1n lluaao­

llDi'a !ri .. t. apeeoh, ~l&Joi:q it -..t 4at1Ditaq that Ital7 ...,1114 

'be 'lllt'b Oe~. tile llll1t&r7 .lttaobe 1n l!a. 1a ot tba follO'II!.IIc 

opillicnu 

"flw.t ofi'ioera of t'be I~aliu A:nt:f ucl llaT)' • s-ral­
l:r ape•H"S• ar. DOt pro-Oe.-.i 1n .,..,..~. Ba clou aot 

'beline Italiu .lnq would or ooW.cl atrib etteotinl7 

acatnat oonti ... ntal Fraao• • 'but t'bat Italiu effort. 

aipt 'be 41r.ot.4 asalnat Tullia &114 1n Spain '111 th sr.etl7 

lnoreaaed effort a asalnat 8puiah Lo:raliata. 

"llo outarcl erldeDOe of 111>'b1liu.t1on 'but it 1a 

Wl4aratoo4 tull plana tor 80'b111u.tion 1n oaae of -•­

ait:r ar. re~.· 

- 2-

CONE'IDEN'l'lAL 

• 
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JR 

Secretary of StatE, 

'Raah1nGton . 

GRAY 

Paris 

Dattd Stptonbtr 20, 1936 

Rte ' d 7:35 a . m. 

1514, Stptcmbtr 20 1 l l a . m. 

Tht r tact1on of tht ptopl E of PrancE to thE 

tvmts of yestErday was ExprEss Ed complEtEly by Lton 

Blum 1n tht fol lowi ng words : 

"IVar 1s probably avoidtd ; but undEr auch condit i ons 

that I , who hav E nEvEr cE~sEd to fight for pEacE and for 

many ytcr s havE dtd1ca tEd my 11ft to peace, cannot fttl 

joy and that my cmotions art di vi dEd bttwttn a cowardly 

reliEf and sham£. " 
F1vt minutes ago thE FrEnch Foreign Offi cE rtct1vtd 

a ttlEphont call rrom thE French l!in1stEr in Pr<lhn 

r eporting that b£ had rEct1v td nti thtr tht rtply of thE 

Cztch GovtrnmEnt nor any int imation as to thE naturE or 

thE rtply, 

aULLITT 

RR 

22-5 

' 

Regraded Uclassified



PAJW'BRASE OF TELEGJWI 

No. 1615 . September 20. noon. 

Section 1 . 

STRICTLY CONFIDENTIAL 

tlv 226 
~ r--

rR011 Par1a 

We were told by the Hungarian Charge last nening that 

or~ers trom Budapest had not yet been received by h1m to 

tell the French Foreign Ott1ce in an ot 1c1al manner or the 

s tand or Hungary with respect to the problem or t heir min­

ority in Czechoslovakia. He is expecting to receive at any 

moment his instructions. 
Up to the pr esent he said every effort had been made 

by h1s Government to remain quiet with respect to this 

problem, as it was not t heir wish to r ender more complex • 

t he solution ot the Sudeten-German pr oblem which was being 

•~ught or to be brought tnto t he quarrel between Czecho­

slovakia and Germany. In the assumption ot this attit ude 

the Hungarians had taken tor granted t hat no matter what 

rights in the end were given to the German m1nor1t y 1n 

Czechoslovakia. these r ighta would in all tairneas be 

granted to an equal extent to t heir own minoritY in Czecho­

slovakia. Accor di ng to him it would not be pos sible tor 

t he Imredy Government to remain in offi ce 1t it should 

not succeed i n obtaining equal righte tor t he Hungarian 
ainority. 
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minority. There would expand with overwhelming etrength 

the Bungarian-~azi movement Which the Prime U1n1ster is 

trying as hard aa he can to keep under control, and t he Gov­

ernment would be thrown out being charged with neglect of 

1ts duty to protect the Hungarians in Czechoslovakia. 

Section 2. 

The Hungarian Charge declared that it had been with 

stupefaction that he r ead that the British and French Gov­

ernments were thinking over the question or a guarantee of 

Czechoslovakia's borders atter 'the Sudeten district had been 

amputated. He deolined to believe that suoh a guarantee 

had really been agreed t o by the Britiab. Nothing, he said, 

could be more abort-sighted for t he French and British 

Governments to do than to attempt to withhold t he right 

granted t o the German minority in Czechoslovakia troc the 

Hungarian and Polish minorities. The Polish Government would 

be provo~ed to military measures by such an eff ort, and in 

Budapest a Nazi Government would be set up. 

BULLITT 
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PARAPR!USI OF TILIOIWl BICIIVID 

:rrov: American J:mbaaay, Parie 

DATI: September 20, noon 

NO.: 1517 

FllOll OOO!UWf . 

228 

At noon today , when I paid a visit to the Bank of J'ranoe, 

the French stabilization fund bad sold one hundred thousand 

pounds spot and one hundred and eight thousand pounds forward 

in order to hold the usual rates versus the sterling rate. 

Al though sterling had improved against the dollar by t'l.~ that 

hour, the British control bad neither sold nor bought dollars. 

Since there ie a tendency to dump Jlll.tional defense and abort­

term Treasury bonds , the Bank of France 1e buying these ee­

curitiee d&Uy in ite open market . Discounts at J'renoh Bank 

continue to groe and their statement to be issued on Tbure­

day will show a further increase of almost five billi on 

f rance in the circulation of notes. This statement will also 

reveal new drawing by the Treasury on the bank for three 

billion franoa. The Treasury wanted to make this ten billion 

but the bank still hopaa it oan keep the amount down to three . 

y I I 

' 
EA:DJ11 

..-.-. ~ -- .. 

• 
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P'EC£.ftAl. ft S 

or Ntw vo 1~ '"'9 
~ ·-

r~"f'ICt. ~ ORRESPONDENCE 

coJFIOMUL...nUI __ 
o ••~~t•b•r 10, ua. 

S\1 -· t!LIPBOII (X)IUUAfiOI ll!B 

L, 1, IDolce BAll OP DGLAIID, 

lloUon .. u ect a\ 111 N ad nahd that t h.,. had ... , 

all t he arrma•eta 'llbiob tbl!)' ••r• able w aaltea tbt lalhYWe 

.ould bt 1n Pon-u~ to.onow anel'llooeJ thl!)' would 1111d ,,.. 

OODYOTa Of tiiO lOnill llob OD !bul'ldq, the fil'lt 8011'101 to lea'f'l 

at 9t80 .ud t h t 1100nd a\ about llaZO, U'rirtJlc 111 Mob out tbroa 

boura later. 81 tboqb\ "'17th1DI -ld 10 thi'O'IIIh •tail'l)' aootbl)'• 

111d •reaeonably well. • 

As I' .. INI t b t aartet, tbl!)' bad bad a .uoh quie'u Uat, 

optratiq on a Yll7 111ul Halt both wq1 prior to U otclooll tbia 

eominl• lin" the DO illtt"aotton bad belli nMtlltryJ tbtf' bad 

•uactll w biiF abou\ 111 11001000 worth or sold (thtlt are (!Urrlllt 

powsda •hrliDc, DOt 1ol d pound• ) . 

With retertnot to t b t political d'uat1oll, Bolton 1httll, 

t he Cltch Qove.,.ct bad ntt a• ret accepted t he propoull IDd 

turtbu dtlq atlht l ead to -• dinuztt•o•• 1n t he .. rket to­

aorrow, fht c aeobs were reported ' o be '171nl to han t h e lluuillll 

1ntt"en• i n tb.t r blbut. tfllt.11 tbi!Y reeatved their ..,, .... t roa 

~uia tbe altuaUOD ... obrtwalr op111 to turthtr c1.1 atuzti1Doelo 

I retel'l' .. w b.h nel'lllla order• (that h to buT er 

1111 rttrU.nc tor h11 aeeou\) lAd apldaed t hat tbt 1/11 111 tbt 

rata wtl1oh " addecl to \ht pn•• ansallr paid out by •• reprea•• .. 

t he ooapcaaUon 11b.1Cib •• all.o ... to \be blllk aot1n1 11 our ace\. 

I emphuilecl that aa tar 11 " were ooatlftled we aade no _.,. oe 

"'••• ordere, llol-.n allred lb..-r •• had •r ob, tc\1ona to 
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FEDERAL RESERVE 8ANK 

OF NEW YORK 

DA 

230 

SUGJECTl ,.._ ...... IOI 1lftl 

,., or•LM 

I 

,..ttnna .-... u., Ual\a no. b1a a\ \he -••· I aat4 ... ,. 

w\ a4414 I hope4 " -u - tina ID appoi'W&UJ' w opwa\1 

11uaft b11 aol4 l.ta\ 1t a.lJ' to pron w b1a \ba\ .. ba4 1a ao 

.., ehlall4 ... ,.u.,. 

t I 

• • 

.... 
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JR 

Secretary of State, 

Washington, 

976. 
September 20, 6 p, m, 

PLAIN 

London 

Dated Scptonbcr 20, 1938 

Rcc ' d 2 :25 p. m, 

FOR TREASURY FROM BUTTERWORTH. 

ThE captain of thE NASHVILLE celled about the 

shipment mentioned in your 543, Scpt~cr 19, 6 p. m. ; 

'\nd, af t cr talking v11 th Bolton of the Bank of Engl!lnd, 

I gave him t hE following details , namely, that the gold 

would be sent by road to Portsmouth in tVIO consignments 

thE first of which would arrivE about noon Scptonbcr 22 

and the second l ater that afternoon, A Bank of England 

offici al will accompany each convoy and present the 

usual documents for the captain ' s s i gnature , 

British security markets hwE again shown n 

further improvement, war loon 3-1/2 per cent bonds, for 

example, closing at 100-3/4, up 7/8 on thE day, But the 

volumE of tradi ng has been as small ns duri ng thE 

latter part of last week; th£ priC E increases have in 

effect bern merely o marking up by dtolcrs of tbcir 

own scourity holdings . Tht attitude of tbc city 
ronains 

231 

' 

Regraded Uclassified



- 2- Septonbtr 20 1 6 p .m., from London. 

ron~lnc much ~s dEscribed in No , 969 of September 19, 

6 p , m. , and thErE in no (repeat no) rEQdy assumption of 

confidEncE , in thE Qbscnc E of any authoritativE 

tndicntion of CzEchoslovakia ' s ultimate att itude and 

•1 tth •mothEr H1 t1Er'"Cbrunbtrlain mEEting in the offing, 

It is ~iGnificont that both British and American banking 

f lrms otatc tbot almost no largE positions :rt being 

unhooked, 

r hc doll~r optnE1 ~t 4 , 81 - 1/4 offered and rapi dly 

moved to 4 , 82- 1/2 , i t fluctuated ~rr.und tht:lt point until 

!'lew York c :.u:~E in ::. buyer of doll:l.rs , 'rhc volumE uas very 

sm!'.ll 'lnd t!'lErt ·:;ere fc•: if any 1nd1viduo.l big dealings . 

Llkcr·isc ~;old f1xine tot:llltd 283 bc.rs ct 1445, of ,-;bleb 

153 v:cr c mt-rri td. 

The j oint r a ting committee of Lloyds tL~s responded 

to thE cell for grea ter uniformity of vto.r- riok rates by 

rccnnwcndinG (rcpmt rccol'l!llmding)' 

'l nev• 
3

cnlc of minimum rates , The principal rate for 

voyages frO!!! tbt United Eingdom ncsttrn cont1ncnt~l 

rorts to Nc~; York is 25 , 60 , per 1io 100. This :lotion 

"ill doubtless facilit!lt£ thE issuance of wor - r1Sk cover, 

KENNEDY 

KLP 
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PARAPIIJIA.SJ: OF TELEGRAK 

No. 1518, September 20, 2 p.m. 

Section l. 

From PARIS 

STRICTLY CONFIDENTIAL FOR THE SECRETARY. 

While the Br itish Ambassador, Sir Eric Phipps, and 

I 'N&re having lunch there was a telephone oall from Bonnet 

who said in great excitement that Benes had Just t old 

him that the Government of Czechoslovaki a was still un­

decided as to what course to follow, but there were two 

alternatives under consideration\ The tlrst to make an 

appeal tor general arbitration ot the Czechoslovak minority 

problem, the second acceptance of the French-British pro­

posal. 

It was turther said by Bonnet that 1t was hls belief 

that should Benes make an appeal tor arbitration. Czecho­

slovakia would be entered tonight by the Oeman army. 

Therefore be was on the point of urging as strongly as 

possible that Czechoslovakia immediately accept the pro­

posal which the British and French had made. 

Section 2. 

According to the British Anbassador, hls reply to 

B h So Positive ot hie Government 1 s 
onnet was t hat e was 

ld i~Mediatelv call up t he British 
position that he wou •~" • 

minister 

• 
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U1nister in Prague br telephone without first consulting 

London and tell the Minister• to tell the c~echs that if an 

appeal tor arbitration should be made bf the Czech Govern­

ment t heir coubt ry would definitelr be entered by the German 

army. tonight. 

Sir Eric went on to say that the British and French 

Governments had both made it perfectly clear to Benes that 

if the Frenc~Bri tish proposal should not be acceJ)tad by 

him and Czechoslovakia should be invaded by the German army, 

neither France nor Great Britain would give any supJ>ort to 

the Czechs. Then Sir Eric telephoned t o Prague to t he 

British Minister and to the Foreign Otf ico in London as well, 

anithe Foreign Office gave an indication that his acti ons 

and opinions met with t heir entire agreement . 

Bonnet expects a final answer from ¢zeclioslo•akis this 

afternoon at 3 . 
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JR 

SECrEtar y of StatE , 

Washington. 

978, SEpt·El!lbEr 20 1 7 p. m. 

• 

GRAY 

London 

DatEd SEptEmbEr 20 1 1938 

REc 1d 2 :15 p.m. 

Just bE En advis Ed by Cadogan mEsaagE to bE givEn 

to ll twton, Bri t 13h MinistEr, shortly aftEr 6 . No 

ind1c~t1on yEt whnt thE answEr is . Sm~ll c~binEt 

mEEting VThEn notE arr i vEs . \'1111 ::dviaE l at t r . 

KEJINEDY 

ROC 
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PABAPHRAa or !'ILIOIWI 

PROII Pane 

Wo. 11521, 8eptlaber 20, 3 p.a. 

l~r1ot1T oont1dent1&1 tor the Beoret~r,r 

!be lr1Uih Allbueador and I t.ellted over todaJ' 

the pro bln ot t he guarant7 to Ou oboeloYalt1a b7 Grea~ 

Br1t~1n a nd U wu aelted b7 • whether the .eanlng ot the 

&~arant7 wu t.bat poueulon to Ouoboelo'I&Ua nt the 

parte ot the oo1mtr7 ln whlcb Hu~ar1ane, aJthenl.ane, 

and Polll 11\'ed would be guarant11d, On the oontrar,r, 

ea1d the Br1t1ah Allbaeeador, there would be held pleb11c1tte 

1n tbe .. dletrlote and onl7 ~hat PIIJ'~ or t he C&eciloelOYalt 

etate wh1ob reaalned atter detaohaente on account ot 

theee pleb1ec1tll would be guarant11d b7 Greet Br1ta1n. 

BULLI'r! 
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EDA GRAY 

BERLIN 

237 -

Dated Stpttmbtr 20, 1938 

RECEiVEd 3:10p. m. 

Secretary of State 

''lashin;::ton 

4GG , Stpttmbtr 20, 6 p . m. 

ThE EVEning prESS in toto (!iVt mo.rkl:d praninEnct to 

dt.,ands from ''Ia rsaw and Bud apt s t that thE Polish and 

Hungarian nationalities in Czcc:1osl ovo.kia bE accorded 

full ri!lhts of stlf- dEttmination. Poland is rcportt<l to 

bE dEsirous of thE acquisition of TEschtn without tht 

formality of a plebiscitE. ThE paptrs also for ecast 

that in his spnch t.his evEninG llussolini will raise 

tht question of ~ t nccE~si ty of a "totp.l" solution 

Which may even envisagE thE return of tht Slovak and 

Ruthtnian minorities to Hungary. 

Rtliablt newspaper sources statE that tbt Hungarian 

PrEmiEr and Foreign M1ni~ttr have just departed from a 

confErEncE with Hitler at BcrchttagadEn . 

ThEilE dEvelopments perhaps indicatE that the question 

is enterint;r upon a new phasE , namely, that w~ch has bten 

advocated rE pEatedly by thE Otrmon prESS that a general 

partitioning of thE present czech state is necEssary. 

"txLSON 

KLP 
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JROlh .t.aer1can lllba .. ,. ,Pa.ria, Fr&~~ce 

DJ.TJ:1 Sep,•ber 20, 1938, 8 p,a, 

IO. I 1628 

J'ROK OOOHRJ.JI. 

238 

Tb1e nening by a quar,er of six 'he British control 

had not 1nterYened on t he exc lanse aarket. J'or the day , 

~he J'renob e'ab1Uzaiion fund had yield~ 600,000 pounds 

epot sterling and about t he eaae aaount for1111.rd. The 

latter aaount included about 50 per~ent epeculatiYe opera­

tion a which a.re dneloping on proepeot of the Bank of 

J"l'ance t e next eta.t•ent showing t hat the Gonrllllent ha.s 

borrowed f r oa i t . 

U:LR 

BULLI'tT, 

. ,, I ' 

•• 
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GROUP !lEETING 

Present: 

H. \I. Jr: 

H. A .. rr: 

Viner: 

R.;4 .. Tr: 

Thompson: 

R.M.Jr: 

Bell : 

H. •t .. rr: 

Bell : 

H. I& .Jr: 

Bell: 

il . !.I. Jr: 

Yr . Oliphant 
l>lr . Gas ton 
!ir . Viner 
Ur . Hanes 
l>lr. Lochhead 
Yr. White 
Kr. Gibbons 
llr . Upham 
Yr . Bell 
Yr • Tbolllpson 
ll:rs. Klotz 

September 20 1938. 
9:30 A. 1( . ' 
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Hello, Jake. Gbd to s ee you. (Shakes hands with 
Yr. Jake Viner . ) 

{llr . Viner shakes hands around the room. ) 

You know Mr. Hanes, don•t you? 

Yes, I just met him. 

Thompson? 

(Nods "Nothing. e ) 

Bell? 

I have nothing except to a s k you whether the 
Greek l(inister has ca lled you up to deliver a check? 

Not that I knOW or. 
He hes not? He has a check, a nd be wants to 
deliver it personally, and I have the letter, and 

the receipts . 

Well, l(rs. Klotz , if you will call up the Greek 

l(inister • • • • 

Oh, I think be will probably cell you. 

Oh, t hen I ' d probably better wait. 
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Bell: 

H.'J . Jr: 

Vi ner : 

a.r.I . Jr : 

VinCJ' : 

!l .'.t •. Tr: 

Boll: 

11 • . : • • rr: 

Bell: 

!l .M •. Tr : 

Gibbons : 

u. •J.Jr: 
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He1ll call yo u. 

As long as I don• t have to dr 
wine, with r osin in it w1.th knk aey of that Greek 
here drank any Greek wlne? m. Has aeybody 

Not here, but I've drunk Greek wine. 

With rosin in it? 

With r osin in it . 

· (To tlrs. Klotz:) Well 1f , he calls ••••. 

I ' ve a formal receipt already signed, when he 
delivers 1t . 

(Si de conversation with /!Irs . Klotz . ) 

Aeythill8 else, Bell? 

No , that ' s all. 

(Points t o Mr . Gibbons. ) 

(Nods "Nothing . ") 

Well , I might as well give you this message right 
here . This is serious; I at1 not kidding . I 
asked the President - I told h1m t hat customs 
were constantly getting more d ifficult; that I would 
like to get the r esignation of Judge Moyle. Be 
said, "Well , •• • •• " and he repeated what he said 
once before; "he's an old Swedey." Be doesn't want 
to d o anything; he's hard - his hearing is getting 
worse. He said, "Al l right," - and this i s where 
you come in - "Call up Senator Thomas , of Utah, 
and tell him t hat we reel t hat the old boy should 
retire, and we•d like to ask the '.lorman Church 
whet her they could t ake care or him· " 

Now, I ' m giving it to you word tor r.ord . Whether 
they would t ake care or b1m, and how soon they can. 
Now listen, he asked Jim Farley to do the same thing , 
Now I want you to call up ThomaS . We ' d l ike him 
to do it, and we don' t want to hurt his f eelings. 
Could he take it up '11'1 th the Mor mon Church to find 
out if they could t ake car e of it. He didn't say 
it with a ftmile either. Be was ser ious about it. 
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Gibbons: 

H.J.I .Jr: 

Giubons: 

11. J •. rr: 

Gibbons : 

'! . ·J . J r: 

Gibbons : 

H.,A •. Tr: 

Upham: 

Gibbons : 

R. ·.t •• Tr: 

Lochhead: 

H. ' !. Jr : 

Loc'Ulead: 

H. ·t.Jr: 

( 
Viner: 
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about it, I suppose. Jim didn•t do aeytbing 

The President told me 
He told me to call up 
ago. 

to do this six months ago 
the Morman Church, six mo~ths 

(Laughs . ) 

It•s a good day to do it. 

Yeah. Wait till Friday . 

Seriously, will you do it? 

Yeah, 1 111 do it. 

You•re as much inter ested as I am. 

Cy? 

(Nods •Nothing.•) Nothing . 

You know what Al Cohen said - "Nobody but a Mormon 
will pay ten per cent to his church." 

(Nods to Mr . Lochhead . ) 

Sentiment is still good; sterling's at 4.82 J/4; 
the stock market is opening up; the price or steel 
is up a couple points; Governoent bonds are pick­
ing up; the new two and a halves ar e quoted 101. 

I don • t want to sell. 

I have reconfirmed 
in New Yor k again. 
day. 

that; t hey' re very anxious, up 
You saw what t hey did yester-

I told Ransom we put t hese Government bonds in 
Postal Savings and GO'lerrunent Life, He said, 
•Don' t you think we should sell~" I said, •Get 
yourself in shape.• I don 1t want t o buy and sell 
any Government Life and Postal Savings on a - not 
on a point. 

White, and Lochhead, if you will make available to 
Dr. Viner all the cables on the foreign situation, 
and you (Viner) want to make use or llagill ' s roaa? 

An7 r oom. 

• 
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'·• lll. t e : 

!! . I .. Tr : 

Oliphnnt: 

Oli;>hant: 

H. J. ,Jr: 

White : 

( 
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A~~ right, I think you will be less disturbed there 
and give him plenty of good news, so he doesn't ••• ~ . 
of necessity, N. R. A. , or somethine like that. 
You never know what that f ellow will do. see? 
But -put him to work. You might explain to him 
Harry, what we're t rying to do with China - get 
his reaction, but the main thing is, I want his •.•••. 
and t hen you want to t alk with Bell on this question 
of the gold, you see. I mean, I ' d l ike t~~t thing, 
and George Harrison insists we are not sterilizing . 
I tell him I disagree, but I don•t want to ar gue 
about it, but the fund is up t her e; I think we 
ought to make up our minds . I 've got some f riends 
of yours oomine down tomorrow morning. I think 
we ought t o •••. (To ~s. Klotz:) Uake no aopoint­
ments for tooorrow. 

I have a br i ef statement or the Chinese situation, 
in case you want to read it. It•s jus t ver y br i ef . 

.ill r ight . 

We •ve pr epar ed a statement of t he vur i ous powers 
which the Administr ation of the Governr.1ent has now 
t h.:lt it did not have in 19~, with respect to 
control of the economy in one significant direc t ion 
or another. If you are interested , I thought Yle 
co~d t urn it over to the l egal staff , and lnve 
t hem correct it and probably expa~ it so t ha t 
when it get s to you it will .... .. 

when wi l l it eet to me, af t er it get s over to t he 
~egal staff? 

, . do ou t ha t Jim Morris is Ch&irman 
~fl~h/g~~~~~e t~t i s studyi~l! t he whole problem 
of price control of t he economy· 

What do you expect to get out of that? 

well , not 11 lot. 

But this - he isn' t t alki ng about - he ' S 
t alking 

just about Tr easury. 
nl Treasury - just to 

Al~ Treasury, plus . Noto~er; are possessed now 
give some idea of v:hat ~n 19~ t o meet t he situntion, 
that Yleren•t possessed i and other situations. 
which wo~d include pr ce, 
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Oliphant : 

Bell: 

Vihi te : 

Bell: 

\:hitO : 

~ . j . Jr: 

, lUte: 

H. • . Jr l 

G:\S ton: 

!l. Lt •. rr : 

l.hite : 

R. J • . rr: 

Viner: 

~. ·.r • . Jr: 

\'/hi te : 

R. l.t . J r: 

Viner: 

H.i.I . Jr: 

R!!.nes : 
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The other study - official - Proc\D'ement 

That study take it thro~.~gh to 1917? 

is . . . . . . 

It includes that , because we ar e comparing the 
present situa~ion with 1914. 

Well that didn't come in till 1916 , •17. 

That 1 s right. If you 1re interested 

Yes, I'm interested. 

Well, I'll turn it over to them. 

I was a mused, talking about co~ttees, Pearson 
and Allen had this secret c~ttee or s. E. c. -
did you see it? Everybody •:orking on hor. to 
close the stock exchanges . 

They came out yesterday with the announcement.the 
plan was to close the stock exchange . 

I don• t knOYI whether you saw my off-the-record 
remarks y esterday - tha t everything was t o be done 
to keep them open. 

Are you through, Harry? 

Yes . Those two are not inconsistent . 

Tell Dr. Viner of yo\D' great scheme. 

You mean my last one? 

For closing the stoclc market? 

I don • t want to quote Dr . Vlhi t e for rear I might 
give a slight misi nterpretation of his hunor . 

I ' ll see be gets a full account. 

f h r ar ound her e , J ake. 
There ' s l ots o umo 

I have no doubt . 

(NodS to l(r • BaneS • ) 

I have nothiD8• 

' 
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Viner: 

H.!1 •• Tr: 

Viner : 

H. '! . Jr : 

Viner: 

Viner : 

c~oton : 

H.I!. Jr: 

Viner: 

Guston: 

I . JA . Jr : 

Gaston: 

!l . !I . Jr: 

Gaston: 

H. IJ.Jr: 

Gaston: 

!! . ' . Jr: 
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You haven't bad t 1tlle . 

Not yet. 

Nobody carried your speech in Uinnesota - or 
Minne11polis . 

I t' s 11 good thing foJ· me . 

244 

I said, • I am inViting ·i n the gr eat financial brains 
of America, arxl consultina hi•• · " I told that to 
t he press. 

Newspapers carried the story you ner e going to invite 
me, and friends said, "I bear you're going -to 
Ylashington. n I said, • No, I am not. n 

You admitt ed it. 

I di dn' t admit anything . 

I suppose I•d better admit to the boys today that 
Dr . Viner is here , as one of us . 

I am not ashamed of it. 

A social .visit. 

I •ll tell them you said it' S a social visit . 

The boys continue to ask 11bout the Chinese . Do 
you want to admit you have nn appoi ntment with them 

today? 

I bave no appointment. 
you•ve got no appointnent . Arxl Ylill you l et me 
know whether t hat date for this evening • . .•• 

Yes - seven-thirty for you arxl Ur . • · · · • · 

Davenport . 

Who? 

Davenport . 
ur Whi te arxl llr · Lochhead . seven-thirty. I told 
tb~ cook to get either two ducks or one l amb, 
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Gaston: 

( H. !.t. Jr: 

Gast on: 

l' . :t. Jr: 

Oliphant : 

H. ~ . Jr: 

Oliphant: 

'U.! . Jr: 
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whichever was the cheaper; which one she got, I don't 
know. After Mrs. Ltorgentbau arrives this evening 
she can do it, but I said I didn't know which was ' 
cheaper to buy. 

Incidentally, you will appreciate this story. 
Sir Fr eder ick Phillips came over, secretl y, to 
spend the day with me at Roucn. They br ought in 
this b ill of fare , and we sat down - Butterworth 
Cochran, Sir Frederick Phillips , and myself , and; 
as you know, Rouen is famous for one thing, and 
that ' s eating ducks . We all ordered duck; and 
on the bill of fare was Yorkshire bam. Sir 
Frederick Phillips ordered the Yorkshire ha.Jn, and 
when it came it was the toughest you could imagine, 
and here we wer e, this duck just melting in our 
mouths, and Sir Freder ick Phillips' ham as tough 
as could be. Yle t r ied our best to get him to take 
it, but no, he was going to have Yorkshire ham -
and they us to be versatile. 

They weren' t Long Island ducklings, were they? 

No, they VI er e Rouen ducks . Want to admit aeything else 

I have something else; I won ' t admit it in public. 
That • s t he only thing I want to ask about. 

Herman? 

There is the order accepting that stuff that 
can' t be secured other wise. 

Accepting what stuff? We are not going to do aey 
of that. I can' t sign that without r eading it. 
Today •s Tuesday; Ltondays I sign without r eading, 
b ut TUesdays I don•t . I r ead on TUesday. 

What else? 

Nothing. 
(Mr. Kieley comes in. ) 

) Tell Nester to come in, please . 
(Over telephone: 

that Dr Viner is made comfor t­
Kieley, will you i58

11
e ,s r oom.· He will be here a couple 

able again in Uag 
days . 

Now 11' Oliphant, Hanes, and Upham will 
And; Jake, I'll see you durin& the day, 

stuff, 

stay, please . 
to r ead that 
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September 20, 1938 

For the Secretary: 

On May 10, 1938 Mr. Szymczak, Chairman of the 

Committee on Credit for Industry, reported to the 

Interdepartmental Committee that h i s Commi ttee recom­

mends that for the balance ot the current year some 

independent group or ageno~ designated tor the purpose, 

observe and study the experience ot the RFC in making 

loans and purchasing obligations under lts new authority 

to find out ll "the extension of credit unde r the 

existing facilit ies fails to meat the needs of industry 

and businese for capita l or credit . " 

I t 1a the view of t he Committee that the now­

existing authority i s adequat e for present purposes 

and that t here ia no need for the immediate establish­

ment of a permanent organization sponsored or financed, 

in whole or in part, by the Federal Government t o supply 

credit or capital to business and industry . 

The Committee submitted a plan tor a set of regional 

banks with s t ock subscribed by the Government which would 

be supervised by an independent governmental authority 

246 
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wh ich could be made use or in the event that it was found 

by the independent group or agency studying the mat t er 

that some permanent inst i tution sponsored by the Federal 

Government should be set up . 

Nr. Szymczak pointed out that the Board or Governors 

of t he Federal Reserve System thought that au~ a plan 1a 

not necessary or desirable. 

Upm 

247 
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BOARD OF GOVERNORS 
0,. THE 

FEDERAL RESERVE SYSTEM 
WASH I NGTON 

"10 ~'Y 

-
....... . 

~~~~; 
••••••• 

Mq 10, 1938 
ADo•c•• o,-,-,c"'"- Co••c-• .. o"'oc .. c c 

TO TMC •a••• 

The Interdepartaeotal Comaittee, 

!raehi.ngtoD, D. 0. 

Dear Siraa 

fhere 1e tnmlllitted herewith the report of the oomttee 

appointed b)' the Interdepartaental Co..l.ttee to consider 'llbat 

addJ. tioual. a tepa, U NIT, it u;y be deairable tor tbe Oonroaeot 

to teke in order to prorlde needed credit tor buii1Aeaa 121d indl>e­

tey which oaJIIIOt be obtained hca uiat:l.ns aourcea, 

In the opinioc of the eoaittee there 1a uo need tor the 

iaaediate eatebUalulat of a paruDct orcanhatiOD aponeored in 

whole or in part b7 the Federal. 00TerDIIII1t to 8Uppl,y credit or 

capital to bulliAeaa and inlhlatey. It 1a the Yin ot the co&ttee, 

howeTer, that the experience ot the Reconatruct1011 FiDence Coz-.. 

poration in ••Hu1 lollils ADd puraba.d.De oblisaticma under ita n"" 

authority lbould be ca.raful4 obeerYed cd atudied c1uriJ1i the ...._ 

aainder of the CDrrellt year by soae independent srcuP or q8Dcy 

deaipated tor the purpose with a 'rift to aeeerteilling the reapecte, 

it ~. in which the utenaioc ot credit under the uiatins !acU­

ities tails to aeet the needs of iDdDstey and bulliAeas tor capital 

or credit, 

Should it appear, in the li8ht or the studies to be u.de 

b7 the indepcdent crouP or .,.,.,., that eoae paruD8Dt aeucy 

apoueored b)' the J'ederal OoTel"'lJJent ebould be eat up to IIIIPPl.Y 

credit to buaineaa-cd inchlatey, the cOIIIIIittee suueeta that a 

stnd;y be ude ot the teesibiUty ot a plAD 'llbicb aiPt follow in 

a gceral. wq the tectative outline coutained in the appendix to 

the eoa.ittee1e report. 

In aut.i tting thie report I feel that I ebclald point out 

that it 1e the opinion of the Board of Oonrnora that the pl&ll 

outlined 1n the appaudix to tbe co..l.tt .. •a report ia not necee­

oaey or daairabU I ebould &leo like to point out tbat the 

eoal.ttee 1a not ~ow rec-dinl the adoption ot llllcb a plAD J:! 
ia aerel,y 811t.itting it u a beaia tor atud;r. It 1a u&DHd 
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e:q o-'-t\M appoiahd ter tile pa:rpo•• ot li'l'iDc tunbar 1twi;T 
to the need ot -tiDe a perunct IC&OJ to IIIIJIPl¥ credit to 
bueinell and i.ndQt.z7 ..ul.d &lao oo1ud.der eUler plaa1 that ~~q 
be IIII&CIIW or appear deeirablA in the li&bt ot their •Wdl.••• 

ltetpeO~ IUlai\ted, 

Inolo•ure 
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CONFIDBiiTUL 

REPORT OF CQIJIITTEE ON CREDIT FOR IIIDUSTRr 
TO TRE lNTBRDiPAR'l'iiENTAL c0111 iT fEE 011 

LEGISLATIVE UlffERS 

Thia Committee wa& ~opointed br the I nterdepert .. ntal 

Committee on Legialative ~attera to oonaider what additional 

atopo, it anr. it r'JA1 be doain.ble tor the Gove...,...nt to take 

in order to proYide needed credit tor buo1nou and 1nd111try 

which can not be obtained tro.a ex tat in& 1011r0... The oobject 

hat bean oaretllllr studied b1 the mambero ot tho Ccm2lttee in-

diYi dually ao well ao b1 tho Committee ao a group. The Committee 

hu had aenral n~~~etinga to dlscuu the result • of ito atudioo 

~nd a nwaber of different poaaible couroee or action haTe been 

ccnoidored. The Yiowa and ccnolueiona of t he Committee are aet 

torth below. 

Since Juno 19M tho aeoanotruotion Fl!W>Ce Corporation 

and tho Fodora.l Ruern benka ban bad authoritr to aako loans 

to buo i nool and induotry aubjeot to certain conditions and ltsl­

tationa and they ha•e approTod about 8~60,000,000 in appl~cationo 

under thlo authoritr• '/ihilo thia authcrltr of the Reconstr uction 

Finance Corporation and the Federal Roooi'T• bonita continua• in 

effect, there woo 8 0110 ovl.denoe prior to the enao-nt or tho 

recent amendment to the Reconstruction Finance Corporation Act, 

apprOTod Apr il 1~. 19~8, that there • • ot1ll a need on tho part 
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or bllol.nell tor orodLt wldch •• not obta1D&ble trao axiot1n& 

aourcoo, eopeoi&lly &mons ••ll•r bllo1noooeo. Ulldor tho o.mond­

ment referred to, the Reoonotructicn Fin&noo Corpor&tion io 

o.utnoriaed to make lo&ne to or purch&oo the obligation• of &~ 

bua1neoo enterprioe, when capitol or credit il not otherwise 

an.U&blo &t prenil1nS ro.toa. There 1a no ll.llitation 1n tho 

atotut& an the &mount of the credit which M:f be extende d to Uti/ 

one eoterpriae or on the o&ture or the buoinooo to which orodit 

DJAY be turniohed· Uthough under tho loW u it noor exiota the 

Corporation rilA'/ net moJco ouch loan• &ttor J\101 ~, l9S9, there is 

no limit&tion on tho maturity of the loan• it m&y ~· or ot the 

obli6&tiono it may purohooe prior to th&t d&te. 

In -.iew of the broad term• of thh poorer gr&ntod to the 

Reoonatrut)tion Fi.D&nee Corpora.ti on to pro-v14• t\lndl for bu.aine ••, 

1n additian to t he credit '*>ioh hoi been extended to bual.nes• by 

the Reoonotr uotion Fin&nOI Corporation and the Foder&l RooorTO blnkl 

under o.uthority which they atill hoTI, it iO t ho new of the c.-it tel, 

on the b&oi• ot ouch 1nto,...t1an u io an.illblo , thlt thl omr oxiat• 

ing authority tor the extenoion or credit by theoo Go~erll!DOntol 
&~eooieo to induatrial o.nd oonneroial borrower• Which are unable 

to obtain tundo frao the uou&l credit oourooo ia &dequo.te tor prooent 

Tho COOIIIIIitte• is of the opinion, there tor•, thlt there 
purpcoll• 
11 oo 11o11d tor the -dl.ato eot&bliol'oMnt of a pe,.......nt orpA1-

&&tion 
1
poooorod and financed 1n Whole or in pert bY the Federal 

' 
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GoveMIDtnt to aupply ored1t or oapital to buaillaao and industry. 

It ia the -.iew Of tho Committee, howeYer, that tho ex­

perience of tho Reoon.atnotion Pillanoe Corport.tion in mki,.; loana 

and purobaaing obligation• under the new authority ohould be care­

tully obaer-.ad and otudied during the remainder or tho currant year 

~ •~ independent gr oup or agenoy deoignated for tho purpoao , with 

a -.iew to aaoertaini,.; tba roapoota, i f aey, in w!liob tho extenoion 

or credit UDder tho existing faoilitieo railo to 18tt tho noodo or 

industry &Dd buoineoa for capital or oredit. The Committee wiohoo 

to suggut that the Reconstruction Finonoe Corporation be raquooted 

to maintain a reoord witb reopoot to eaoh loan applioatlou, in-

eluding preliminary a pplications, not a pproved by tho Cor poration, 

in suoh torm at to ohow in detail the reaoooo for not appro-.iug the 

lOAJ1. Suob record ohould contain outtloioJ>t inforwatlon to enable 

conoluoiono to be drawn therefrom ao to •hether addi t ionol taoilitieo 

are needed in order adequately to eupply the reaaocable oradit needo 

of ao;y olaooeo or typeo of buaineoo enter priooa. It uy develop from 

a studf of the exporienoa of tho Reoanotruotion Pinonoe Corporation 

that oome turthe r in ... atigation ~ t ho independent grollp or a gonoy, 

perhaps 

are a.ey 

throu&fi tield men, should be made to aooortain •nether thoro 

oredit neede tbo t are not adequately being t aken oara or ~ 

oxietins arnoiea. l'lith thio oxporienoa ... beoil, ouob reae ditl, 

if &DY, u may be needed o&D aore readily be determined upon. 

It, in tho light of the aboft otudieo, it a ppear• deoirable 

that ,.,.. po,...,ent or ganbation aponeored ~ tho Federa l 5o .. rllllltnt 
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ahould be oet up to oupply credit or capital t o buot no aa and lnduatry , 

tho Committee ia of the opinion that a otudy ahould be made of thl 

rouibility of a plan which mi&ht tollow in a r,eneral - y tho tont&­

tin outline which 11 contained in tho Appendix to this report. Tho 

tenta tiTe plan there outlined prov idoo tor a oet-up or organisation 

oona1at1ng of tour princip&l po.rto1 (a ) Local lending ao.ooiationa, 

wherner needed, composed or buaineuMnl ( b) trom ol..x to t.ln 

regi onal oorporttio~ with atock aubocribod by tho GoYernoent, which 

would 1n turn oubocribo to atock in t ho local aooociaticno and aupor­

Yi&o their operation•• (c) from aix to t we lYO ror,ional bank• with 

atook eubocribed by tho Government, whore tho looal auociationo 

could borrow or rediscount; and (d) an independent Governmental 

authority with ouponilory power&, located in Yluhington. 

The local aaaoe1atione would reoe1~e .nd paee upon ap-

plication& tor credit. ..hothor local buoi no .. oatorpriloa ln need 

or additional oredit or capital fund• woul d be willing to make nail­

able t o tho manor.omont of auoh a looal aoaociaticn, composed ot local 

borrowero, 
1
uttio1ont information u to their opera tiona to enable 

tho aoeooiation intellir,ently to paoo upon loan applications, io a 

quootion with reepect to which oarotul atudy and investigation 

would ban to be undertaken before tinol conoluliono were reached 

with rupoot to tho adYiaabUity or ootablhhing ouch auooiationo. 

• 
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Your Committee 1a alao of tile opinion that tl-..re a.ro 

certai n other otepa 11hioh ollould be taken at th1o tlmo in order 

t o taollitate the obtaining of ct.pihl and cro~it by buoinosa and 

Industry f r om pr1Tate sourcea. Con.aideration 1t now being g i...,n 

by the Board of Go..,rnora of tho Federal Renno Syatom, tl-.. Federal 

Dopoait lnouranoo Cor poration e.nd tho C001ptrollor ot tho Currency to 

tho pooo1b1l1tioo of ohe.ngoo 1n euminat1oo pol1o;y ,.,ich will tend 

to encourage a more adequate extension by bank& ot credit to buoi­

neaa . In addition, tho Coomittee teela that a liberaliaation ot 

tho rogulationa of tho Comptroller of the Currency relating to the 

purohaoo of investment securities by member bonko or tho Federal 

Roser•• System woul d do much to provide a market for the cbli~ationo 

of buoineoo and industry, pe.rticularly amall buainoso and industry, 

and it io auegeoted that it would be llolptul if this problem con be 

&i•on praopt and sympathetic conoideration. The Securit1eo and s~­

cllange comaiaoion hoo already liboraliaod i t o regulations with re­

.:ard to rogiotration require,.nto tor oocuritioo. Tho Ca:=ittoe 

eua eata, howver, that the COCDi.aa1on be requeated to conth1ue ita 

atudy of tllia matter with a view to taking ouch further action in 

liberalizing i t o requirement• aa may be pooaiblt un~er the law and 

oonoiatont with tho purpose• tor ,.,ich it waa enact ed. 

aubaittod, 

254 
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APPBII"OIX 

Tct&tiTo OutliDe or Plen tor Furnh~ Credit t o 
Iilduetry iii cue there Pi'o,..o t0 Bi &Jr.ea tor sil<lh 

& Plan 

There 1o eet forth below a tentati'" outline of a plan 

for a pe......,ent orgenbation oponoorod by the Federal Go,..,_,t 

to supply orecUt or oap1tal to buo1noll and 1nduotry and to be 

oollpo .. ci of four partaa ( a ) a Go ... ,.,..ntal ouperrlaory authority, 

{b) reponal orecUt oorporationa, (o) regional oreclit bonD, and 

(4) looal orecUt uaoo1atione. It ia tha •~~~ration ot the eo-ittae 

that , 1.n the onnt the o:rperienoo ot tho Rooonatruotion Finanoo Cor-

poration OTIIr tho next tow months ehows that there 1a a need for 

ouoh a periii&Dont organisation, the 'ftriouo po1nto oonta1nod in thio 

outliDe be taken u a buie for a atuciy ot tho typo of or gan1 ... tion 

ID08t praoti.oable tor tho purpote. 

A. Superrleory Authority 

An independent Gon,.,.,.,tal authority, oppointad by tho 

Prea1c1ent with the adrloe and oona ent of tho Senate, with otti.o .. 

1n 1'1aehi.n5t<>n, with general ouporrleory author ity OTOr tho propoaod 

1nduatr1a1 or ecUt ayetem. 

duatrial 

B. Regional Credit Coryoro.tiono 

(1) !lot leu than oix nor 1110re tbtll twelTII regional in· 

orecUt oorporationo, tho numbor thoreot and omount of their 

255 

oapito.l 
to he det~d troa tl.me to tl.ml by tho ouporrlaory authority, 

• 
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&lid tho capital to be prorldod by tho Govon1110111t. Suoh oorporationo 

110uld eupply tho capital tor and ouper"fioo the oporationo ot local 

orodit aaoooiationo. 

(2) A regional corporation would haYe authority to wind 

256 

up tho attairo ot and liquidate any local credit aaoooiation moneTa" 

in ito judgaent there ie no l<m&er a outtioioat need tor the oorrloeo 

ot the aooooiation to w.rrant ito oontinuod e:dotoooe. 

c. Regional Credit B&Dlco 

(1) Not loao than oix nor more than twoln regional in­

duetrio.l orodit banlcl , tho banks to oorr11pond in n\Dber o:nd terri-

torieo to tho industrial credit oorporationo, with the amount or 
oapito.l to be determined from time to time by the aupor"fioory author­

ity and oupplied by the oo.,.,rnment. Tho•• ban lei would discount or 

purohaao obligations acquired by loot.l credit aooooie.tiono and ..Xo 

loo.no to the oooooiotiono aeourod by their aoeoto. 

(2) The regional banlcl 110uld o.loo haYe power to deal 

dir ectly with bue ineoo cntorprieoo in oaoeo ..,ere looo.l credit u­

oociatione are unwill.in& or unable to clD oo. In ouch oasoo the 

borrower would be required to subaoribo to a special class or •took 

in tho lendillg regional bank in an amount equal to rive por .... tor 

the NDOunt borrowed. 
(3) The ropont.l l>anlcl would aloe be authoriZed to 1esue 

their consolidated obligations 1n ouch ro'l't:l, with such .,..turitieo, 
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md aeoured in ouoh 11110>l>8r aa might be deternlnod by the auperrtaory 

authority in \Tuhington . Suoh obligation• would not be guaranteed 

by tho United State• but would have tho aomo to.x exemption u do­

benturoa or Federal Inte.--diate Credit Banka. They would be eligible 

for purohoee by Federal Reserve banks to the ,...,. extent md under 

tho ,..., oondi tiona ae are bonde of tho Federal Land Banko and de-

bcturea or the Federal Inte,..,..diato c redit Bonlal and would also, 

1n aooordlnoe with the torms of present law, be aTOilable for uoe 

aa aeourity for advances to membe r banka by Federal Reserve bank• · 

It u,y be found pr&otioable to oombine tho functions of 

tho rogion&l oredit oorporationa with thooe of tho regional oredit 

banka· 

D. Local Credit A.Uooiationo 

(1) Local credit aasooiationa to be or~;anizod wherevor 

needed by the regional oredit oorporatione. Suoh aasooiationa 

would have two olaasea of otook. Votillg otook would be held by 

borro.,..ro only, 'tlbo would be r equired to aubaoribe thereto 1n an 

....,unt equal to at least five por oct of thol.r borrowing•· !loll­

Yoting a took would be aubaoribed by r ogional or edit ocrporationl 

and o.loo oou ld be tokon by invoatorl • 

(2} Suoh looal oredit a•aooiationa to bo •~powered to 

cUreot loans to buainou entarprileOJ (b) buy bonda, de-
(a) •lao 

Oth
- a•-•lar obli• a tiono from bUiineu entorprilll J 

bentur .. or - ...,... <> 

257 

• 
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oneS ( o) to 11o.ke ooDIIIi tmonta to auoh buainoaa ontorpr iaoa cove rill& 

auoh loe.na or purohaaea. Tho aaooointiona to be authorhe4 to oo­

oporate •11th b1111ldllg 1natitutiona 1n oxtemins oredit . 

(S) Looal credit aaaooiationa to bo empowered to aoll ao­

ooto or borrow 110ney 10hen permitted Ul1der regulationa preaoribod by 

the auperrtaory authority 1n Waah.Uif;ton . 

( • ) llo lbdt to be pr oooribad by otatuto upon t ho 111110unt 

ot tundo to bo -.do available to &DY one buoinou entorprioe or upon 

tho tonoo or •turity t ho r oof, all ouob ..attora to be subject to 

gonoral regulation• of the auponiaory authority in ll&obington. 

(6) Local credit assooiationo , &a well aa r egi onal banks , 

to be author i•od to extend oredit to ooaworoiAl and industrial enter-

prilu only. 
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September 20, 1938 

At 11:00 a . m. M.r. Walter VI . Smith, President o!' the 

Federal Advisory Council , Mr. Edward &. Brown and Mr. 

R. E. Harding, members , called on the Secretary of the 

Treasury in his office. 

!Jr. Smith referred to the talk a bout the possibility 

of the establishment of twelve regional industrial credit 

banks and of the fear of the Federal Advisory Council that 

they might engage in making capital loans . He r eferred to 

the survey made by Dr. Viner in 1934 and said that the 

Council wondered whether the Treasury might not look into 

the necessity !'or regional banks of this character. The 

Council is of the opinion that there is no demand for 

financing facilities of this character. 

Mr. Morgentbau asked him if he referred to intermediate 

credit loans of from five to ten years end be said, yes, 

but there muat be a distinction between equity financing 

and credit. 
Mr. Brown sai d that there is plenty of credit availa-

ble but not enough equitable capital . If the bank makes 

the s tudy, it 1a supposed it will be discounted, but 1t 

2GO 

• 
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the Treasury makes one, it will be looked upon as impartial 

and reliance placed 1n it . He referred to the Viner and 

Hardy survey of the availability of credit in the Seventh 

Federal Reserve District in 1934 and gave aa his personal 

opinion that a s1m1lar study at th1a time for all twelve 

Districts would be highly desirable and sta ted that the 

whole Council thinks it should be done . He added that 

whether it was done before or after electi on seemed to b~ 

to be tmmate~ial . 

Mr. Morgen~hau said that he saw no reason why the 

e lection should be an inl'l.uence one way or the other if 

1t were determined that the s tudy should be made. He 

polnted out that in 1934 we had emergency banking money 

which has now been taken away from us. He also referred 

to the report issued by the Investment Bankers Conference, 

t~e moving spirit behind which was Ben Gri swold of Bal timore 

who undertook the study at the Socretar, ' s request. 

Mr. Smith referred t o the section or tho Serle memo­

randum having to do with t ho difficulty of concerns who 

desire to float small issues finding facilities and stated 

1 1 in rreot Many of the 
that Mr . Serle's informat on s co • 

are for such an amount as li million. 
s t . Louis issues 

2C1 
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Mr. Brown stated that the WPA eoomed to have a good 

deal or money tor grants, tratfio count , oto ., and he 

suggested that probably there are a good many unemployed 

college graduates who could be used tor euch en effort . 

Mr. Morgonthau said that Dr. V1nar is here ror a 

couple or days end that he will talk to hilll end others 

about it. 

Mr. Smith concluded that t ho Federal Advisor, Council 

is unanimous 1n ita view that there is no need for any 

such eyatem or banks . 

Upm 

2G2 
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TREASURY DEPARTMENT 2C3 
INTER OFFICE COMMUNICATION 

DATil September 20, 193tl 

TO Secretary Morgenthau 

llr. White 

Subject: What China bas left in silver and forei gn exchange 
resources. 

1 . 
be 

to 

(a) Nicholson reported that the !our Governo~nt banks 
have $30 million in actual rorA1gn txohange but r eoorts 
from Buck, on information he obtained from Pel of t he 
Central Bank of China gives the total amount of forei gn 
exchange available at approximately &50 mi llion. 

(b ) The Chinese Governmept now has $50 OJ1lli on 1n gold 
against which a loan of $~ milli on hae been made. The 
interAot and handling charges muot be deducted from the 
remaining $2 mi lli on which would leave about $li million. 

(c) Ni cholson reocrts that as of June 30 the Government 
o f China had 54 m1111on ounces of silver in London s t i ll 
unsold. However, there are t o;-o loans: One of about 
$10 mill i on from the Hong Kong and Shanghai Bank, and 
another of approximately $15 mill i on from t he SWiss Bank, 
Frenoh Bank and Mendelsohn & Company ~alnst which s ilver 
has been earmarked. The silver on earmark 1s p robably all 
held i n London and i s included in tht 54 m1111on ounces 
refer red to above . From Nioholson's s t atement we can not 
be oertain of thle point however. 

(d) China has 3 million yuan newly minted coins i n San 
Franoieoo that we could buy. It would yield about 
$1 m1111on. 
(e) There are about 45 million ounces of silver available 
(beeidee boards) in areas not under Central Government 
oontr ol. so it cannot be i ncluded i n her ealeeble assets . 

sale 
she can (f) We estimate the Central Government has for 

50 to 100 milli on ounces of silver out of which 
spend only about $15 to $25 mill i on. 

' 
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2 . Total e1lver purchased tl'om the Chlneee Goverllllent trom 
November ~. 193~ to September 15, 1938: ~7 million ounces 
at teoo million. 

3. There remains to be purohnsed under present agreement 
10 m1ll1on ounoee, on whloh no bid has as yet been made. 

2G4 
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TREASURY DEPARTMENT 

I NT IOt O f'l'lCil COMMUN ICATION 

To leon\&17 Morcett>A 

~oow A, Loollhea4 

Cloaa liP!. 20, 19}1 

I..-a &JTIUI&e4 for followille ahipa l 

lla!U.!!J at-aMP 

·~·· 
21 lo.-n4ia 

·~·· 
23 llluhatt.a . ., .. ~ Parle 

OOIJ) DLD m IDIIIC8 

•w,ooo,ooo 

~' 
$11 t )00, 000 

11, )00,000 

~cs 
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