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Federal Reserve to be osked for beftring: IBIJr tells 
Jones of receipt of message by Comptroller -
9/2J./J8..... . ... . ................................... 1.42 65 

Stewart's holding of atock again discussed by IBIJr 
and Ransom- 9/21/38. . ..... . ........................ 72 

a) Again discussed at 9:30 ~~~eeti.ng; IBIJr feara 

Brazil 
nothing ia going to be done - 9/26/38.......... 21.4 

See also Export-Import Bank 
News letter on Brazil £rom Charles A. Thomson, 

Foreign Policy Association- 9/26/38...... . ... .. ... . 411 
Business Conditions 

Haes resum~ on situation for week ending 9/24/38....... 437 
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CAlifornia 

Old-age Pension Plan: Copy of letter (not sent) containing 
Treasury answer t o certain questions- 9/22/38 •.•. ••.••. 

China 
Cr&l.g asked for me1oorandum on military situo.tion in 

connection with visit of financial mission- 9/21/38 •••• 
Conference to discuss either purchase of co~odities 

from China or extension of credit to China discussed 
at conference with Jones- 9/22/38 •• ••••••••• . •••••.•.•• 

a) Conference discussed with HMJr •••••••.••.•••••.••.• 
Conference with Chinese delegation - 9/22/JS .......... .. .. 
Kennedy reports on status of Anglo-Chinese discussions 

in connection with conferences Dentioned above -
9/22/38 . ........ . ......... .. .... ............. . 0 •••••••• 0 

FDR and BII.Tr discuasa Nazis are to control Europe, it 
. seems; United States might have slight chance in Pacific -

9/26/JS ....... . ............ . . ......... .. .... . ......... . .. . 
Conference with delegation- 9/26/)8 ••.•.• ••• •••••••• ••••.•• 

a) Ye~~orandum on fol'lDation of American corporation ........ 
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o) Memorandum on payments to be cade on purchases of 

arms, ammuni t ion, and airplanes ..••••••.•.•....• . •.••.• 
d) ltemorand\111 on tea against barter agreement with U.S.S. R • • 

Coast Guard 
Report on activities in hurricane diatricts of New York 

and Hew England- 9/21/38 and 9/22/38 .•.••••••••• • •••• •••• 
Cochran, B. llerle 

See aemoranda on ll'ar Conditions 
Comptroller of Currency 

Preston Delano commission taken t o White House; Thompson 
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runs into J.F.T. O'Connor there- 9/22/38. . .... . . . ........ 171 
a) FOR will hold up appointment until 0 1 CoMor 

returns to COAat. .... . ........ .......... ......... . ... 199 
Delano asked by BI!Jr when be plana to roport for duty -

9/26/J8 .................................. _. .. • • . .. • ... • . • • • 363 
Czechoslovakia 

Resignation of Cabinet discussed at 9:30 caeeting - 9/22/J8.. 159 

395 
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Delano, Prestoo 
See Comptroller of Cu:rrency 
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Export- Import Bank 
Brazilr Caffery (American Ambassador) reports on 

recent visit of Pierson, of Export-l.llport Bank, 
with regard to possible credit - 9/22/38 ••• • •••• •• 

a) I:IMJr tells l"eb Treaaury ia •t ed up• with 
Pierson's reports- 9/23/38 •••••• • ••••••••••• 

Chinar Loan to Federal Surplus C.-oditiea Corporation 
to purchue strategic and critical Mteriala fral 
China (priarily tungsten ore and tin) discussed at 
cooterence with Jones - 9/22/)8 •..•.•.•• • .•••• • •• ••• 

Portugal: Conference "to diseuse advisabllity of 
exteDding credit tor purchase ot railroad equii:Dent 
and poasibl,y some wheat•; preaentr HlriJr , T&¥lor, 
Hanes , ~bite, and Jones- 9/21/38 ••••• •• .•••••••••.• 
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Foreign Trade 
Kennedy memorandum: "Ef fect of sterling depreciation 

on American export trade"- 9/21/38 •••.•..•••••• • •• • 
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GerMDy 
See alao 1l&r Conditione 
s-ry of new GerJ~&D-Dutch transfer agree=ent -

9/21/)8 . ............ ........ . ........ ' ............. . 
Tyler (RD)'all) memorand11111 aa result of visit arranged 

by HWJr - 9/2:1./38 ••.......•... • .•......•........... · 

Geld 
a} Copy sent to FOR 

For tranaportation of, aee War Conditione 
Conference •to ex•mine method of handling gold"; 

present & l!IIJr, Lochhead, Bell , White , Viner, Riefier, 
Harrison, Gc~denweiser, Williama, Stewart, and Warren -
9/21/38 . . .... .. . . ... . ......... . .. . ... . . . ............ . . 

Great Britain 
See also War Conditions 
Kenneey ••arandua: "Effect of sterling depreciation on 

Aaerican export trade•- 9/21/38 •••••••••••••••••••••• 
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Harris , Basil 
Ranee tells lll&J'r he plana to see Harris - 9/27/38.. . . . . 142 360 

-I-

Industrial. llobilization, Onited States 
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- II -

llexioo 
See Silver 

- II-

Netherlands 
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Portugal. 
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Sliver LitigatiOD: Olipiwlt t3lle IUIJr State Department 
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a ) Oliphant ID&IIorand\D giving hietor;y of incident -
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Great Britain: Kem~~ ••orendua1 •Etfeot of sterling 

depreciation Clll Merioan export trade• - 9/21/)8 .....• 
Netherlands: De Jongll (De liederlandacha Bank) reports 
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Treasury (copy preeuaably gi van to Bri tiah Financial 
Attach<!~ &lao)' French Goveruaent will not permit 
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a) IIMJ'r diacuaaea with Feia, llotfat, and Lochhead 
b) IIMJ'r goes to llhite House where FDR OK's ~ steps 

IIIIJr 1111¥ take 
c) llliJr talks to George Harrison 
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Lindsay; IDIJr discuesea with Lochhead and llhite -
tells them he knows Craig ia against i t; lliiJr wonders 
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TO 

PJION 

Subject: 

( l) 
tlour in 
ond 

T REAS URY DEPARTMENT 

INTER ()FFICE COMMUNICATION 

Secretary Worgenthau 

Mr. White 

DATI! 

-41(- 1 
September 21, 1938 

How the t lour shipment to Spain is to be paid t or . 

Federal Surplus Commodity Corporation purchases 
the open market (at a cost ot roughly $3.50 a barrel) 

(2) Resells it to the Red Crose tor a price which covers 
only t he charge ot milling, domestic transportation chargee, 
etc. (about $1.00 a barrel). 

(3) The Federal Surplus Commodity Corporation thereby 
sustains a loss equal to the appr oximate cost ot the wheat 
t hat went into the making ot the tlour (about $2 . 50 a barrel). 

(4) Th1s loss is met under authority ot Section 32 ot the 
Agricultural AdJustment Act out ot tunda expendable to encour­
age the exportation ot a gricultural products. 

(5) The Maritime Comm1aa1on ia to transport the material 
t r ee ot charge on their ahlpa. 

(Intormat1on turniahed by Mr. Tapp ot t he Department ot 
Agr1cul ture.) 

! Regraded Uclassified



lepteaber 21 , 19:58 

I spoke to K111 Le Hand and lhe told ae that 
the President aaid he would aee ae at tiYe o 1 olook 
toda¥ . 

I then e&ld to W.aa Le Hand, 1Are 7011 with the 
President?• and she eaid yea. I then told her that 
Jetty was oom1~ in within an hour and I aaid, 1 8hould 
I laugh or ory? and her reply wae, 1Wa1t a minute.• 
She oame baok t o the phone and eaid abe had spoken to 
the President and he had said , 1 I told Jetty all about 
the California banking situation. • And then he blew 
his nose. So I eaid, 1At Jetty? 1 and abe said, 1No, 
at you. That ended the conversation. Jett:r will 
tell you all about it.• 

2 
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OONFWENTIAL 
WAR DEPARTMENT 

WAfll: DPARTMIENT GENIIRAL ~AFP 

WIUTA~n' I~ DtVtalOH. ..... 

WMHlNCITOH. 0. C. 

G-2 
JJ( 

September 21, 1938. 

MEIIOIUINDUII NO. 17 FOR THE CHIEF OF STAFF 1 

Subjects 1'ha preaent &lropean eituation to 
midnight , Septmnber 2().21, 1938• 

Oeneral Situation. The event a in the European ai tuation 
have marched rapidly to oonoludone wbioh are now 1a1o1m to have 
been inevitable. In a Europe of power politics, or diplamaoy by 
int1mid&tion, those powers with acknowledged 1!1111 tery preponder&noe 
illlmed1&tely available have """• After vain efforts to employ di).a.. 
tory t&otica by appealing to arbi tntion in settlement of the 
Sudeten ieaue the Cceoh GoveruD&nt bad the ohoioe of aooepting the 
Chamberlain propoeale without delay or of facing alone sure inv&• 
a ion by overwhelming Oerman """"' . The GoTenm.nt baa oboeen to 
reo,_tld to the hrlbmenter;y Ca-l.ttee to aooept the propoeale , 
&tld thia Ca-J.ttee will doubtl .. a apprOTe. While it h \III.Oertain 
how the people will receive the decisi011., it ia belieTed the A:rrq 
will loyally eupport the GoTernment in •inta11l1ng order. 

The juatioe or injustice of the Cceoh oauae ia now hie­
tory, the future effeota in added Oerman atre~>f>th &tld preatir;e of 
another li&ci victory remain to be faced. Whether Hitler will 
o011.1ider this inore~~~ent of po'lftlr a atep to the next e~ion ot 
intluenoe or will aooept it ae an honorable meane of reentering 
international diplamaoy aa a oonetruot1Ye foroe for appeasement 
O&Jlii.Ot now be lmmm. AIJ to the ~diate future, the door at 
least ia opened for acme form of r;eneral eettl-nt. 

ottioial eat1matea of popular feelillf> r er;ardillf; the 
Clwoberlain propoeale in Fnuloe &tld Eagl&tld illdioate no reaction 
ae yet of a nature to embarraea the GoTen...nta in purauinc 
ner;otiati011.1 alollg the linea of Hitler's d...nde . 

llilitarz Situation. 

Great Britain - llo ohallge . 

France - The preae reports that the Clan of 
19~. recently recalled to the oolora, will be released on Sep~ 

OONl!'IDENTIAL 
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CON B'WENTIAL 

ber 28. Due to a etrlb o~ bW.ldiDf; work:ere in Pari•• all pulin 
de~enae work:e are plaoed Wider ailita17 ooatrol in order to pend.t 
the Gon..-Dt to r.quili tion the eerriou ot etrlbre • 1A aooor4-
&DCe with -rceno7 lawa. 

Oe~ ud CaeobollOftld.a - llo iloto~tioa ~ 
Oe~. fbe Kli Itt&Oiie 1i Pl'iiU r.porte in a oable elated 
4oOO P.K •• Septe&lber 20. u tollono 

•caeoh ailitary -a•ure• to date oo~~aht 1A 
ooabatti.Dc dhordere in Sudeten ar.a &Dd •m'"C 
~ort1fioat1o~~a .,4 J.J. defeuu. Jo nidenoe o~ 
ooobil1aat1o11.. Border iDOideDte ooatim... J. soo4 
am;y r.~e•• ban oro81ed border (Berlin I&Y. 
6o.ooo). 

• c aeoh G-2 r.port• ehow -u-tton o~ 
lll.Utary preparatiOil in Oe~ Dear Cnoh ~n&­
tier. l.&rc• llllite illoliiU 44th Uld 45th Dhilio11.1 
11.0rth o~ Zwttl Uld L1u ud 3d md let .&r.orec1 
DinliOill Dr.ecilll am Pla\Mn areaa. rupeotinl)'. 
~lin IIOV-Dt ot .-.l.ler llll.ite . Be&YJ' road 
&114 railroad t rauport ot llilitar)' llll.it e &Dd •­
ter1al in J.uetrta. 'llhere polioe are bei.Dc orpnhed 
into oo.bat llll.ite. lU. ud as to~t1ou appear 
with Caeoh r•tuc••• iDOludec1 in Oorpe oppoaite 
11.0rtb Caeoh frontier. • 

~tii~~~~!fi~:r·-l..z!llo preoct1011&J')' 11111 tar,. ...uree ban iiii ola.ia their &1'110' bu 
been iDOreaaed by 25. 000. YacoelaT tnto.-tiOil h tbet it bu aotual-
17 ac1decl 50. 000 Mn to the oolora. 

Jb-n1e - !be Jb-n'en J:rtq h kDown to be arlcldl)' 
interior in aterlei. or pnbation end t ratnl.Jig. h bedl7 etatt•d• 
Uld the penOilll.ll 11 eeelllt iall7 -rub. J. state DlpartMnt deepatoh 
o~ Septooaber 19 etatn in etteoto 

"OpiniOil •lerrwd onr aituation. It 1a 
~elt tbet llll.b&PP7 prea.A•t ~ be eet ~or 11!-n'• 
with her 1a:rce llill.or1t1n. a-or tbat ~-., 
lllter ~n'• it Oe~ elltlre CaeoboelCiftlda. 
Bownr, DO _,,_zrt ot ll&1:Dp.J1.aa troopa. pe-epten 
GoTe..-Dt cleei.r.e to teb no aoti Oil 11lioh llipt 
be uterp'l'lteci ae alicntnc it with elther 1141. 
lo oonti.-tioll. ... to acre-.at with baeS&. 
lb-n•a pitihll7 ~,..~either to attuk or 
~en4 an4 .aat r~ quiet aDd hope ~or peao. • • 

-2-
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OONEWENTIA.L 

laaola - J'o ll:lllnll 11111 t&r7 ollup. L1 triJiott' o 
epuoll a~ tbe 1•p oOIItinu wba~ ao 11oo-s..ac o'brlou r,_ 
""srhrlda'o .. pt1at1 .... -17. tba~ Sorle.t lbaaoia boo bMa 
oliaia&tecl ao a 4eoh1.,.. taotor 1a tM -rt ol ~,... pown. 
fh1o 1o - a44.cl lalllrol to tM n otor)' fd tM J'aooiot ••too • 

.. ... 
·-

·. 

0NEW.EINTIAL 
- ' -

..: . 
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Sam 
Lewi solm: 

e . M. Jr : 

L: 

ll . I.! •• Jr : 

1.: 

B. !J. J r : 

L: 

H. !J. Jr: 

L: 

H.M.Jr : 

L: 

H. Y. Jr : 

L: 

H. M.Jr : 

L: 

B. Y. Jr : 

L: 

8. \I. Jr: 

L: 

H. '4. Jr: 

Wednesday 
September 21, 1938 
9: 08 a .m. 

a.nd Ltorgan . 

Yes . 

and Mor gan - and their correspondence 
here - on a person wi th whom we do a l ot of copper 
business, call ed The Metal Traders Company of -
Liai t ed of New Yor k . 

Yes . 

They 1re a - ah - a London firm 
London f irm who do a very lar ge 
and they 1re the agents here. 

I see. 

- a very l arge 
metal business 

Now, there ' s one thing I do find i s t h is: that 
there is a considerable American pr oducti on -

Yes . 

- wh ich - ah - in t i mes wi th pr i ces high comes in. 

I see . 

So I wouldn ' t say - ab - that t here was 
- I don 1 t know bow much i s required 

f or extraordinary purposes -

Yes . 

I would doubt whet her we would be stocked in t h is 
country f or t hat ar t i cle, -

Yes . 

- in case of an emergency . 

I s ee. 

Of cours e I t h ink t here are enough mines that can 
produce at a slight ly higher pri ce -

I see. 

- to furn i sh t he requirement s . 

Yeah. 

3 
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L: 

H. M •• Jr : 

1..: 

H. l.I.Jr: 

1.. : 

H. P.I .Jr: 

1.. : 

B. JJ .Jr : 

L: 

H. li.Jr : 

L: 

H. IA . Jr; 

L: 

H.AI. Jr: 

L: 

H. U • . Tr : 

1..: 

- 2 -

Hello. 

I heap you. 

Now - ah - I was Just thinking last night - ah -
to open new trade channels 

Yes . 

I mean I don't want to h it any group alone - I 
always have found - I know in the platinum game 
and I know enough about these different games to 
know that to open n ew channels for anybody to butt 
into a long established business i .s very very very 
~hard 

I see . 

- and u sually doesn 't get anywhere. 

Oh huh. 

Ah - that's been the experience. I think that's 
a poss ible example. I know people flocked to the 
platinum business. In fact I know some people 
v1ho wanted to - a very large people - who wanted 
to supercede the usual channel. through which 
platinum YIB S d istributed. 

I see. 

They couldn ' t do so. 

Oh huh. 

Now - ah - easil.y. I mean it could be done 
of course - ah - Vle 'd be very glad to see if 
we could establish any new channels in a gu iet 
way. 

Oh huh. 

But I' m Just giving you the low-down. 

Oh huh. 

We d on ' t - of course we don't dare t alk. to these 
people. 

H. M.Jr: No . 

Regraded Uclassified



L: 

B • .li.Jr r 

L: 

B.M. Jr: 

L: 

B. J.I.Jr : 

L: 

B.M.Jr: 

L: 

H. !l.Jrr 

L: 

B. M. Jrr 

L: 

a .M.Jrr 

L: 

H. M. Jr : 

L: 

B.II.Jr r 

- 3 -

- the metal traders. 

Who? 

Because those are our fr i ends it might - ah -
i t could be a mist eke to do so. 

Well, would you mind strictly tor 118 and o~ tor 
~ use - sort ot preparing a little su..ary ot 
tbis? 

Would you like tor me to send you a memorandum? 

Very much. 

I'll do so, Henry. 

And I 111 treat it strict-

Can I - where can I send it to? 

Well , you send i t to me and - ah -

At the Treasury or at your house? 

No, at the Treasury and it ' ll - Just mark i t 
outs1de, 11Attention ot Mrs. Klotz"- K-1-o-t- z. 

"Attention ot Mrs. - " 

" .. . notz. " 

T-1-o-t-z? 
11K11 like 1n Ki tty . 

Oh, "K" like in what - Ki tty? Klotz? 

Yes. K-1-o-

L: t-z? 

-B.M. Jr: Yes . 

L: 

H.M.Jr : 
\ . 

Mrs . Klotz - "Attenti on lh:s . Klot:t.•? 

Yes . And then it goes t o her room. She ' s .r 
secretary. 

5 
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L: 

H. M.Jr: 

L: 

H. !.l. Jr: 

L: 

B.li.Jr: 

L: 

B.II.Jr : 

L: 

H. M.Jr: 

L: 

R. M.Jr: 

L: 

a. M.Jr : 

L: 

H. M.Jr : 

L: 

li.M.Jr : 

L: 

ll • .V.Jr: 

- 4 - -
I see. And address i t to you? 

Yes . 

"Attention Mrs. Klotz"? 

Yes . 

I ' ll get you a memorandua. 

Wil.l you do that? 

But the low-down - I ~ust want to gi ve you this , 
Henry . 

Right. 

- i s tha t usually to open these new trade channels 
is an awfUlly difficult game. 

Ri ght. 

All right. 

Thank you, Sam. 

And Henry, if' you change your mind -

Yes . ' 
- why just let us - give us a ring . 

0 . K. 

We may not be able to do it but you don't be afrai d 
to g i ve us a r i ng . 

That's right . 

All right . 

Thank you . Goodbye . 

6 
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GROUP llEETIBG September 21, 1938. 
9:30 A. 11. 

Present: 

H.J4.Jr : 

Bell: 

R.!i . Jr: 

Ball: 

H.!l.Jr: 

Bell: 

H.ll. J r : 

Bell: 

H.M. Jr: 

Mr. Oliphant 
Kr. Gas ton 
Mr. Haas 
Mr . Viner 
Mr. Hanes 
llr . Upham 
llr. Lochhead 
llr. Gibbons 
)[r . White 
llr. Bell 
Mr. Thompson 
Mrs. Klotz 

(Very low. ) Have you got, Dan, a figure to show 
of t he billi on four hundred million - those gold 
certificates that we deposited - how much 
of those ••• •• 

A billion four. 

When we transferred all this gold. I ' m going to 
ask you that . I'm going to ask you that at ten 
fifteen. 

Let me try to figure it out . 

I'm going to ask you that at ten fifteen. I'm 
having a meeting, and I want to ask you~all a 
question about the gold and what is. the position 
since we transferred that gold - bow much is used -
the Vlhole question, is it or isn't it? 

· All right. You're going to ask me the question, 
whether this is gold sterilization. 

I am going to ask you to explain the mechanism 
and bow much of that gold has been absorbed and 
how much has not been absorbed, and how much it is . 

I'll need a littl e time on that; I'd better go 
now and do it. 

Well, you've got forty-two minutes. 
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Well, that will be time. 

Archie , do you know the answer? 

I suppose it 1 s going to be an~tion. 

It• s a questi on of using t he gold first or using 
the cash balances first. 

You' ve got what I want? 

I think so . 

8 

Well, we 1ve got some smart boys here - I mean that 
are coming. 

Well , they don•t understand all this. (Laughter) 
They don 1 t know. 

Dan1 you 1ve got no hearings have you; you can 
stay a while? 

I have one at eleven; it can be postponed, if 
your meeting is going to last longer. 

Well , I think you'd better postpone it; these 
people are coming from out of town. I am sorry; 
I should have told you. I should have told you. 

It's all right . (Leaves . ) 

(Side conversation w~th Mrs . Klotz.) 

(Nods to Mr . Thompson. ) 

I ' m all clear; everything is going along nicely. 

(Whispers to Wrs . Klotz . ) 

Harry? 

I told Mr . Chen I would call him up this morning 
and let him know what t111e today we would 
confer . The reason I didn' t make ~ appointmont 
with hill ahead of t ime, I didn' t know how rapidly 
you wanted to push this . 

I' d like you to push it, after this meeting. I 
think you 'd better concentrate on woodoi l . 

Regraded Uclassified



White: 

R.M • .Tr : 

White: 

R.M • .Tr: 
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White: 
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Lochhead : 

H.Jl • .Jr: 

Lochhead: 
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We are working on it already - Oliphant and I . 
Then you want us to push things taster? 

Yes. Can• t go too quickly. 

Well, we can have something pretty definite to 
tell you, possibly tonight - this afternoon. 

I hope, if things should quiet down, to leave 
here either Thursday night or Friday morning tor 
the farm, see? 

Think you might settle this before? 

(Over telephone :) Tell Burke I may want him 
Thursday afternoon, please . 

When would you want to see him? 

I mi&ht go up to Poughkeepsie and I might see 
him a couple afternoons up there . See? Huh? 

Yes. Did Archie speak to you about a physician 
for him - for treatment? 

Oh, I hadn't said anything about it. His condi­
tion - he looks pretty good . 

Well , 1f be wants to know which is the best doctor 
for diabetes we ' ll get Dr . Parran to tell us. 

He looks like he ' s 1n pretty good condition. 

He doesn't look like a man that ' s suffering from 
a.nything except ••••• 

Maybe it's his political life . 

• •.• • • his political troubles . I guess he's got 
those, all right. 

What else, Harry? 

That's all. 

9 
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4 

(Nods to UX . Gibbons .) 

Got the radio station. 

Oh, did you? When? 

Yesterday. 

I never got to tell you. 

Wra . Klotz didn't get time to tell you. 

Where? 

10 

Over - right outside the Army. Twenty thousand for 
the land, a hundred sixty-eight for the station. 

How many miles from Washington? 

I think twenty-two miles - right adjacent to the 
Arav . 

On the Potomac River? 

Near Fort Uyer. The Coast Guard is perfectly 
satisfied. 

Are you accepting the congratulations as a New 
York Democrat? I t •s wonderful, what you did up 
t~ere. Which side were you on? (Laughter) 

Both. 

HUh? 

Did O'Connor win in the Republican primary? 

Yes , he won in the Republican ••• •• . 

That •s fine; he may still come down. 

He loses all of his Committees. 

Don• t say anything until you "Tite it out, and let 
us look it over, Steve . 

All right . 

Anything else? 

I'm glad that's over . 
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This s ituation i sn't clearing up, as far as definite 
news is concerned . The exchanges are a little 
uncertain - gone down to about 4.82 on sterli.ng; 
the situation is clearing up a little though. 
There's rumors of a split in the French Cabinet 
t oday, with the franc under pressure . 

You know we were forecasting that l ast night . 
You fellows surprised? 

There was one angle of :your coll!lllents which was 
very interesting and novel. 

Are you ready, at ten fifteen, for your lesson? 

(Nods "Yes. n) 

Are :you ready at ten fifteen? 

On the problem you said1 yes . There were a couple 
other problems we wanted to raise at the same tim& 

All right? 

(Nods "Yes . n) 

What do I do with this (paper)? VIe ' ll have a couple 
minutes after this . 

(Nods to Jlr . Upham. ) 

I think everything is all right. We have a telegram 
from the west coast, which will be in, in a moment. 

You will have a couple minutes, afterward . 

You want to give me a couple minutes today, for 
this Prentiss program? 

(Nods to Mr. Hanes . ) 

(Nods "Nothing. n) 

(Nods "Nothing . " ) 

George? 

Nothing, this morning . 

Were you sick yesterday? 
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Yes , a little . 

I think your boys , including yourself, are doing 
a good job on this weekly business forecast. 

Tballk you. 

I happen to agree with you. (Laughter.) 

I know; I feel like you, though; I ' d much r ather 
write t he other kind. 

I 've tol d Professor Viner of this new work you 
have done on inventories and new orders. He said 
that is the thing he's been crying like a baby for 
since 1934, and likes very much to see it. "Inter­
esting, if true, " is his comment. 

That ' s the way we feel about it . 

Also, the one on the individual companies , on this . 

(Mr. Kieley comes in; hands lllr . Upham a 
paper; puts envelope on H.M. J rr s . desk. ) 

Anything else, George? 

·No , there ' s nothing else. There' s something I thi.nk 
you ought to probably assign someone to carry the 
ball on. There ' s going t o be some changes, 
undoubtedly, in the Social Security Act. We are 
working up a memorandum on it for you. The 
problems involved are administrati ve, tax problems, 
fiscal problems , etc. This memo we ' re working up 
will be a basis tor familiarizing yourself and 
somebody else whom you will assign the problem, but 
I think somebody else should be assigned to carry 
the ball. 

Let Viner and Haas both read my aemo that 1 s going 
out at two o'clock. Let the two of you see that. 
We 1ve got a very nice gentleman, by the naae ot 
Hawks, a barber in Cal..itornia, one-chair barber -
owns his barber shop, a couple l ots; is sixty-one 
years old . He's wri tten me six questions on the 
thirty dol la.r a week pl an. We 1ve answer ed it; we 
thillk i t ' s all r ight . As long as - I ' d l i ke bot h 
of you to take a look at it, but let me in on it; 
I ' d also like it to go out this aft ernoon, unless 
you thillk it shouldn't go out at all, and that's 
still possible. 
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Uh huh. 

(To Mr . Gaston:) Go ahead . 

Guy Helver ing, as you know, is going this afternoon 
t o Salina, Kansas . You may recall that when they 
laid the corner stone ot that building, we wrote 
a speech tor the Deputy Collector of Internal 
Revenue, who represented the Treasury Department, 
incorporat ing a letter or greeting from you, 
and now Guy •s had notice that be is to make a 
speec~representing t he Treasury Department , and 
he wants some similar word from you, and we ar e 
working on something of the kind . 

Fix it up. 

All right. I ' ll send it in. 

All right; fix it up . 

This is the dedication of the compl eted b~lding . 

All right. All right . 

I haven ' t anything more . 

(Looks at Kr . Oliphant . ) 

Apropos of what George mentioned, I passed on to 
Ranes yesterday, the t act that Wilcox, who used 
to be Assistant General Counsel, and now is 
with Social Security - he courageously came over 
yesterday - i t t ook a good deal of courage on his 
part - he•s very much dis turbed about their plans 
greatly to increase the coverage without any very 
serious consideration of where t he additional funds 
are to come from. 

All r ight. Anything else? 

There is one thing I'd like Just a minute or two 
on. 

Now,we can have a few minutes, see? 
White, you•re coming in at t en fifteen, aren•t 
you? 

White : Yes. 
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Archie, you're coming in at ten fifteen; and I 
want Upham, and Banes , and Gaston. 

Viner, you coaing at ten fifteen? 

(Rods "Yes. 11) 

Did you say •e? 

Yes. 

14 
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September 21, 1938 

A prolonged meeting 1n Seoretary ' e otf1oe on aubJeot 

ot the Treaauey1 1 gold polloy, held at 10:15 a. m., 11 

tiled 1n Stab1l1t.at1on folder under th11 date. 

Preeent at th1e meeting were: 

llr. Lochhead 
llr.Bell 
llr. White 
llr.V1ner 
llr. Rietler 
llr. Harr1eon 
Mr. Goldenwe1aer 
llr. W1111ame 
llr. Stewart 
llr. Warren 

15 
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RE GOLD POLICY September 21, 1938 . 
10:15 a . m. 

Present: 

I! . M.·Jr: 

Bell: 

l!. ll. Jr: 

Bell: 

llr . Locllhead 
llr. Bell 
llr. White 
llr. Viner 
llr. r.i efler 
llr . Harrison 
Kr . Goldenweiser 
Kr . Williams 
!Ar. Stewart 
llr. Warren 

The r eason I asked you gentlemen down here was, I 
want ed to t alk a little bit, and one of the t hings 
I wanted to examine was our method of handling gold, 
in vieR of the tremendous amount of gold which is 
coming in. hnd I asked llr . Bell i f be wouldn ' t pre­
pare a little state~ent going back t o t he day when 
we desterilized a billi on four, and bring it forward 
f rom t ha t date . And I think he ' s ready t o do that . 

I 1m r eady t o give a rough net positi on, Mr. Secr et ary, 
if we can check the figur es l at er on; I had to do it 
in a hurry. 

Wel~, ther e are no bookkeepers here, so 

On April 14 you said t ha t you were - after conferring 
with the board of Governors of the Federal Reserve 
System, you were d1scontinu1ng the inactive gold 
account, and on that day we deposited a billion 392 
million dollars in the Feder al Reserve Banks . We 
already had in the Banks 141 million, making a total 
of a billion 533 million dollar s available f or spend­
ing in the Federal Reserve Banks. 

I •ve taken this position from t hat date t o September 
14, and the rea son f or the Sept ember 14 is to get 
the picture Jus t before our fi nancing. Between April 
14 a nd September 14 we had pr epayment of War Loan 
accounts of 241 million end we had deposits by the 
Commodity Credit Corpor a tion and the Reconstr ucti on 
Ilinence Corporation of a bout 315 million, making a 
net addition to our balances i n the Federal Reser ve 
Banks of about 550 million dollars, or a total avail­
able f or expenditure of two billion and 88 mill ion. 
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On September 14 we had 34b million dollars in the 
Federal Reserve Banks, so we have withdrawn in 
that period about a billion and three quarters . 
oo tha t we - during tha t period you might say that 
we spent more than the billion 392 million dollars 
in gold that was deposited . 

But ~1 e ought to look a t what tha t was spent for. 

!7 

We spent 602 million dollars for new gold, we retired 
a debt of 386 million dollars, and we financed the 
deficit to the e xtent of about 750 million dollars. 

Now, I suppose you ' d like to have the positi on since 
September 14. \"/ell, we got - we took from the market 
in t he new issue cash t o the extent of 542 million 
dollars and income t axes to the extent of about 66 
million dollars . 

That is, out of the 800 million s ubscription, 542 was 
cash? 

Yes, sir , so tllet we have taken out of tne m~rket 608 
million dollars in tha t period net, and 108 million 
dollars wa s for the purcllase of new gold, so that we 
have increased our balances bet1veen the 14th and tile 
19th by 500 million dollars . 

Now, I suppose tha t if you wanted t o t ake t he entire 
period and get the net positi on, we had a bill ion 392 
million of gol d a s a deposit, we have today, or t he 
19th, 710 million dollars, so t ha t we have in effect 
spent 682 million dollars of gold in that period. But 
that should be further offset by t his cash on Sept ember 
15, so f ar as the m~rket is concerned. 

lie ' s your •.ii tness , anybody who wants to examine 111m. 

Golden .. eis er: Just one question to clarify a point. You s ay you 
r etired debt between June a nd September. You mean 
the total amount of debt? 

Bell: Tllat's the debt tha t wa s dr awn out of the market. 

Gold ' r: Oh yes . 

Bell: Not thinking of the gross debt now. 

Gold •r: I see. This i s the ext ent t o whlcll you r e tired bills, 
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Bell: 
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you mean. 

Yes, largely bills. Some little other things. 

Well, tne picture today is an account i .n the Fed of 
bow many m.Hlions - 800 and •••• 

840 million. 

840 million. And gold ~vailable for deposit of bow 
much? 

710. 

710 . 

That will be increased about 50 million as of 
yesterday. 

That ' s fifteen hundred millions of Government cash 
that's not with depositories . 

Yes . 

Goldenweiser: To clear up a technical point, may I ask another 
question? 

B. III. Jr: 

Gold •r: 

Bell: 

Gold 1r: 

Bell: 

Gold 1r: 

Bell: 

That's tne purpose - I mean let' s first have a -
understand it . I mean I think there's been quite a 
little mix-up. That ' s what I want to clear up. 

1ne figure that you publish in your daily statement 
of the amount of gold includes in addition to that 
710 mil l ions something like 140-some that was left 
over from the ••• 

Devaluation, that ' s right • 

• • • • devaluation; and some of that is earmarked agains t 
National Bank notes? 

No, that's all been dismantled . 

That ' s all finished. 

Yes , That ' s for industrial loans, Philippine 
deposits, one or two other small items. It' s all 
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earmarked. 

It's al l e arma rked? 

Yes, sir . •he 23 million dol lars earmar ked for the 
Philippine deposits has in effect been outlawed by 
Congress . They r efuse to appr opriate the money, 
alt hough the basic l aw was put through about t hree 
years ago . 

How much is that? 

23 mil lion dollars . 

And the r est is earmarked f or what? 

LargelY i ndustrial loans - Federal Reserve. 

Oh yes, it's the remnant between •• •• 

F. D. I.C . 

Originally 139 million dollar s . .Lt ' s now been 
reduced by 20-some million dollars. 

All right, thanks. 

Did you s ay how much gold had come 1n since April? 

About 71J mill i on dollars; tha t wa s t he 19th. 
Gold coming in at the r a te of about 150 a week now? 

19 

At least that. We're having a very - this last week 
and the coming week we' l l have very heavy gold ship­
ments ; I would say run at least 150. 

Slowed down the last couple days . 

The actual opera tions have been slowing down, but 
of course there are so many engagements of gold on 
the water that it wil~ not show up for at least a 
week. 

Well, the question I want to put t o you gentlemen: 
Does anybody see any reason why we shoUld change 
our method of handling t he gold? (Silence) Let 's 
put it t~is - how could we handle it differently , Dan? 
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How could we handle it differently? 

Wha t are the alternative methods of handling it? 
Wha t would be the alter native methods? 

20 

Well , a t the present time we ' re just allowing it 
to accumulate as free gold in the General Fund, 
f or the reason that ther e i s no need f or it, from 
the Treasury standpoint, in the Federal Reserve 
Banks; we have pl enty of ba lances . I f we continue 
to - we can c ontinue to do that, or when our balances 
in the Federal Reserve Banks - normal procedure, we 
would deposit that gold in the Feder al Reserve Bank 
a s and when we need it. Or we could deposit it, of 
course , immedi at ely, although we do not need it and 
it would have no effect on the money mar ket, on the 
reserves . 

It would make a bsolutel y no difference to anybody, 
would it? 

Tha t' s right, except maybe psychologically on the minds 
of some people outsi de. 

ft would tend, however, to overcome the question i n the 
minds of a l ot of people as to whether or not you•re 
really s t erilizing gold aga in and what the significance 
of tha t is. Therefor e , you mi ght raise t he question: 
so l ong as it makes no difference to you or any of us 
in tnis r oom whether t he gol d is actually i n the 
Treasury account or whether it's in the Federal - as 
long as it makes no d i fference, you might conceivably 
argue tha t you would remove the question, the doubts 
in the minds of some people by resorting t o your old 
pr actice before you bad an inactive gold account of 
depositi ng that gold after it accumulates to a certain 
figure, with the Federal . Now, whether you do it every 
hundred millions or every two hundred millions is a 
matter of i nsignifica.nce . 

Well .... 

Used t o be around 200, didn't it? 

No, we didn't have any policy with respect to accumula­
t ion. One time we bad a policy of keeping about )0 
million dol l ars in the Federal Reserve Banks and our 

' 
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gold ran anywhere from 10 to 30 million, but of 
course, since the large expenditures, why, we have 
kept around a hundred million dollars in the Federal 
Res erve Banks, allowed our gold to fluctuate withi.n 
tha t figure up to the time we started dester111zation. 

't/e did have about 200 millions a t the time you 
desterilized; had 200 millions in additi on to the 
inactive account . 

That' s right, yes, sir . 

Well, this thing, at the rate we •re going, would show 
up on ·our statement very soon a billi on dollars, 
wouldn ' t it? 

Xes, another week, I think, will show a billion dollars . 

Another week? 760 l ast night • 

Oh well, we•re t alking two different figures. I figure , 
gold in the General Fund, which comes to 828 million. 
Xou deduct from t hat . But the main figure that shows 
up here is 828 . They always look at the large one. 

Xes. 

And when t ha t figure cros ses a billion I think a lot 
of these financial writers will get started writing, 
a nd so f orth. I Just wondered whether it' s worth it. 
I mean wha t's t o be gained by leaving it there r ather 
than jus t let i t flow in? I mean have this mark of a 
billion and then they immediately begin to question and 
write and - I think you' re foolish to - I tbl.nk we ought 
to be able to make up our own mind without lett ing t he 
people force our hands . 

Well , Mr. Secretary, a s a very minor suggestion, I 
should think it might be worth while to have the 
figure that appears there agree with your free gold 
and t ake out of it the ear marked amount, tbat 140 . 

or course, the 140 is set out separ ately in your 
balance, and in your working balance is the free gold 
available for use. 
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Nevert heless, that is the figure on whi ch people' s 
at tention •• • • It isn' t a big item, but I Just 
thought as a minor thing that does increase your 
figure by 140 millions wher e it isn' t necessary • 
•• •• • t he figure on which the newspapers will pounce . 
Nould i t be a very complicated matter to el i minate 
that? 

No. We •d have to Join it ••• • 

On the other hand, tha t would only give a r espite of 
about a week, we ' ll say; in other wor ds, might cut it 
down by a week by making that change, but in o week 
t hat would be over. 

Very minor point, but I Just thought it was worth 
doing . 

And people might want t o know why you did it. Wight 
r educe the figure, but might start discussion. 

B.M.Jr: As to why we did t hat . 

Wil liams: Yes. 

Harrison: Mr . Secr etary, it seems to me - without going into 
the merits or demerits of the April pr ogr am, never­
theless it was a program thLt was decided upon and 
accept ed - it seems to me that if you allow your 
free gold in t he Genera l Fund to accumula te to t oo 
great a figure , say a billion dollars, you 1r e going 
t o invite, whether you like it or not , a lot of 
comment, possibly criticism, and question as to 
whether you' re offset ting wha t was done in April or 
whether you're not . As long as it makes very litt le 
difference to you whether it' s in t he Reserve Banks 
or i n tbe Trea sury and as l ong as the pr ogram has 
been adopted a.nd has not been r evoked or modified, 
I should think that it would cause less question 
less contusion in the public mind, if you deposiled 
·some considerable part of that free gold in the Federal 
Reserve Banks r a ther than to allow it . to accumulate 
to a figure that ' s going t o be pointed out with 
questions. 

Well , if I was goi ng t o do it, what's r unning through 
my mind would be t hat we Just wouldn ' t put any mor e 
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in the General Fund; any that comes in, just deposit 
it straight, and leave there as a "kitty" whatever 
it is, 800, 900 million dollars; leave i t there, end 
now anything that comes in let it go directly in the 
Federal Reserve System. 

23 

Let it fluctuate a little, so people don't get a fixed 
figure. 

Eight or nine hundred million. 

Fluctuate a little both ways . 

Might do this both ways. It isn' t a s drastic as what 
you propose. 

Is it more drastic? 

No, it is not. We have three Banks to which we ' ll 
have to transfer now from time to time . One is the 
Federal Reserve Bank of New York, because it is 
paying for all this gold. The other two are 
Minneapolis and Atlanta, in which~es we have been 
requested to keep cer tain definite balances, certain 
minimum bal ances, because of their reserve position. 
You could, instead of transferring from other Federal 
Meserve .Banks, transfer it trom the gold fund . And 
New York would eat up a substantial amount. I suppose 
within the next week or ten days you ' d eat up two or 
three hundred million dolla rs of that gold. And the 
other two or three banks would eat up maybe J O or 40 
million. 

Ne t ake tha t from the General Fund? 

Just take 1 t from the free gol d and do tha t from ti.me 
to time, so the publ i c would get used to seeing this 
gold used from day to day, and then you• d be back i n 
the old normal procedure. I think they ' d forget it 
soon. 

I don't quite follow that. As you pay for the incoming 
gold, you're getting free gold, new free gold, to an 
equivalent amount. 

but paying it - for it by depositing gold in the 
Federal Reserve Banks. 
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So you're using your free gold to pay for additional 
incoming gold, so it wouldn' t increase your figure . 

Well , we ' d be creating additional ·e xpenditures, so 
we ' d be meeting a dditional e.xpenditures in that 
fashion; otherwise, we ' d be drawing !rom other 
Federal Reserve Banks. 

Do we publish a figure of our deal ings with particular 
Federal Reserve Banks? 

Not particular, but the total . 

But we do. 

Yes, you do, t hat's right . 

How soon will 
ture program? 
eight or nine 
you? 

Couple months . 

you be needing this anyhow on the expendi­
I mean you won' t be able to leave that 

hundred millions there very long, will 

Of course , if you allowed it to accumula te, incoming 
gold would probably eat up your balances in the 
Federal Reserve Banks, a.nd then you would not only 
be depositing gold to purchase the new gold, but you'd 
be deposi t i ng gold to meet the excess expenditures. 

You' ll be doing that f a irl y soon, won ' t you? 

Well, as soon as the gold eats up the balance . 

Well, isn't it a question of how much you expect to 
borrow? The two things are interrelated. 

Hell, the free gold that was i n the General Fund on­
Augus t 31 was used as a part of our General Fund 
balance in considering our financial position for tbe 
next nine months . 

Mr. Bell, isn' t this a picture that some ot the public 
look at - say that in the pas t week the Treasury bas 
t aken out of the market, say, some 600 million ot 
excess r eserves, qui t e properly as we sbould bave 
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the ordinary course of your business - in addition 
to that a lot of people say, "VIell, they have also 
taken out some 700 million in gold t hat they are 
not putting back . " That's tb.e way they a rgua . The 
accumulation of those figur es witb. an increasing 
amount of gold in the General Fund will , I think, 
inevitabl y sooner or later lead to the criticism 
or the comment anyway that you are now really 
reversing your April program. And I just don ' t 
think it1 s worth it; it r a ises too many questions 
a t & time when there is no need to r aise questions. 

But tb.e choice between these procedures wil l not 
affect the volume of excess reserves. 

Not a t all. 

So if the public will carry their analysis one step 
further, they ' ll see it doesn't make any difference. 

They s t op there; that ' s the trouble. If they carry 
it on, they see we spend the gold . 

They don ' t . They look a t the gold in t he General 
Fund . They don ' t stop to think what it means . 

They really don't. 

25 

I thlnk a few letters ha ve been received in r egard to 
tha t, besides two or three newspaper comments. 

It seems to me, .!lr. Secretary, there ere two sepa.rate 
questions . One question is what your borrowing policy 
is to be , whether you want - in considering the amount 
of balances that you want to have, whether you want to 
have larger balances because you choose to have some 
gold' in your General Fund, or whether you do not. If 
you decide that you do not , that you consider that gold 
as a part of your general balance, then the substance 
of the matter is clear. You Just simply have your -
pursue your long-established policy of trying to have 
balances of about a billion, and it doesn' t make any 
difference in reality whether you keep it in the 
Federal Reserve Bank or whether you keep it in your 
own account . 

Now, i f that principle is clear, that this is the 
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policy you wish to pursue, then the matter of 
whether you deposit in the Feder al Reserve Bank 
makes no difference to the informed; a nd if you 
wish t o satisfy the uninformed, you might as well 
keep it a ll in the Federal Reserve Banks. 

There i s only one small argument on the other side, 
for whatever it ' s wor th, and that is, it mi ght be 
r egarded that a substantial portion of t his gold 

. that has come ln and is coming i n is of a na t ure 
which will or may f low out v ery ~uickly wit hin 
the next mont h or t wo i f things should calm down. 

2S 

In that event, it would look as i f tha t were a 
sterilizing oper a tion, which you for sook for another 
policy months ago . I don ' t think that ' s worth very 
much. I'm more i mpr essed wi th Harrison' s position. 

Whose position'? 

Harrison~: t hat this will run counter to a policy 
a lready est ablished . 

I ' d ha t e to see a set poli cy of depositing all the 
gold in the Feder a l Reserve Bank as it comes in. 
Fir st thing you know, tha t becomes a s et policy, a nd 
t hen change it in v sma ll way and you stir up more 
comment as to 'Hha t is being done . 

You t hink the other would be better? 

I ' d like to s ee you go back t o the old normel pr ocedure 
of oepositing as end when you need it, building up your 
balances . 

You suggested another thing : to deposit it i n ?lew 
York and Atlanta as t hey bad •• • 

That is, b S part of th1•t pr ogr am. 

On tha t basis you build up the amount of gold i n the 
General Fund even more, because ther e is a bigger 
balance now i n the Federal Reserve than we need . 

Kr. Bel l said he would deposi t it with New York and 
A tl~nta, one or two of those others tha t needed i t; 
that we bu.ild up the general deposits of all the 
Feder al Reserves, but in the normel course of business . 

• 
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Instead of having inter-bank transfers, I ' d have 
gold deposits. 

~ell , wi ll New York need some gold shortly? 

Yes , sir . Their balances were 150 million dollars 
.ior ... u .. y night. They spent 50 million yesterday for 
gold, will spend mor e t oday . So t hey ' ll soon be 
below 50 million dollars i n balances. 

27 

Well , it's ~ind of Just going around the bush, isn't it? 

'ilell, as of yesterday , as I got the figures, there 
was 176 millions in gold on t he w£ter, of which, 
however, a good part was previously acquired. Some 
small part of it i s for eLrmark for other accounts. 
But it' s going t o be & conspi cuous figur e as i t comes 
in in t hat amount, and is going to again call the 
attention of everybody to the whole gold problem. 
I t will invite them aga in to look at your account 
and they ' ll see th&t t hat's going up and approactling 
the billion dollar mark. 

Now, even if you go b ack t o the policy of depositing 
only as you need it, it ooes seem to me that occa­
si onally when )'our gold in the General ·iund gets to 
such a huge amount, you might trcnsfer a block of it, 
say, to New York or some pl ace where you 111 need it 
in !l short •·hile in ~o ny event, anticipate you need it 
somewhat, in order t o avoi d the comment that's bound 
to co~e if tha t figure gets too high. And even if 
it gets no nigher I think you' ll probably get the 
comment; I don't think you ' ll have to cross t he 
i .maginary figure of one billion to get the comment. 
bven if it goes no higher, wi th the huge amoUllts of 
gold that a re i n process of coming in, people ere going 
t o become gold-minded again, they'll begin to analyze 
the program and policy. 

Now, whether you' re steril izing or not - you can 
debate tha t forever - depends entirely on the 
Secretary ' s mind, whether in f act he i s borrowing 
more than he would otherwise bor row mer ely because 
he's got - has not transferred t he gold t o the 
Federal Reserve Bank. 

l 1d say the question of sterilization isn' t involved 
her e . We're sterilizing whether we do or do not 
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transfer the gold from here. As long a s we are 
keeping balances with t he Federal Reserve that we 
do not need tor current purposes, we are sterilizing. 

Harrison' s position 1 s correct: tbat 1! tbat results 
in the Secretary' s mind in an 1ncrease in borrowing -
it • s not l1kel;y to, but it i t did it might make a 
difference; but i t won ' t actually- ••• • 

But supposing he has a program of a billion dollars, 
a minimum of a billion dollars of working balances, 
and by o billion dollars be means available balances 
1n the Federal Reserve Banks •••.• 

Oh, o t1, yes . 

••• and doesn't consider wbat he's got here; then be 
woulo be borrowing more from the market than otherwise 
he would be borrowing . 

That • s right . 

And then you•re r eally, whatever you call it, s t er­
ilizing just exactly as you did when you bad an 
inactive a ccount . 

Yes. 

Tbat would mean a change in his announced policy . 

Yes. 

Because he tol d the public when he borrowed in 
September t hat he ' d have to borrow about t wo and a 
half billion dollars i n new money during this year, 
end the r eason be wa s t aking t he· SOO million was 
that he was try1ng to get about a tb1rd of it at 
this time. Now, in that cash balance at that time 
and in the picture was 500 mill1on dollars of tree 
gold. To sterilize that gold, he'd have to borrow 
three billion or more, he ' d have to change his 
announced pol1cy . 

Doesn't t ba t mean tba t you d ef1n1 tely contemplate 
using this free gold at some period? 

That's r1ght, i t does . 
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Sometime within the year, the fiscal year . 

That ' s right. 

If you should ado~t your policy of r eplenishing 
balances at individual Reserve Banks as t hey became 
deficient and avoiding inter-bank transfers, how 
soon would it take - and also t hat would involve 
both buying of new gold and the defi cit expendi ­
tures - how soon would it take to absorb the 800 
millions? 

Well, it would probably take something over two 
months - two months and a half. You'll have a sub­
stantial deficit in October becaus e of your interest 
payment s . 

And t hey ' d begin going down almost immediately . 

29 

Nell , after your income t ax period is over, around 
the 26th, somewhere around there, you'll have a small • 
deficit. But beginning in October, you' ll have a 
substantial d eficit; you may have as much as .350 
million. 

In addition to that there would be these transfers 
to the par ticular Federal Reserve Banks tnat had 
deficiencies . 

Tnst •s wha t •·oula cause your deficiencies in Federal 
Reserve Banks: your excess ln expenditures plus your 
gold expendi t ures . 

Wouldn't that get rid of it as quickly as you wanted 
to? Don ' t •·ant t o do somethi ng startling . 

Get rid of a substantial amount of it by the end of 
November. 

That ' s fast enough, isn't it? 

Way I ask ~notber ~uestion. The amount of gold that 
your estimat e of two and a half bil~ions of new money 
that you'd have to borrow before the end of the fiscal 
year - did t ha t include an estimate of bow much gold 
you ' d have to buy? 
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No, it did not, because we considered that as part 
of our working balance. 

Because we're not steril i zing any more. 

30 

Mr . Bell, when you made t he des t er ili zation in April , 
was there any statement to the effect t hat you would 
not s t erilize any mor e un t il further notice, or some­
thing like that? 

"Discontinue the inact ive account . • 

I see . 

~hat ' s the announcement . 

Jus t as a matter of bookkeeping, you ' ve done so . 

Tha t ' s wha t gives potency t o your {Harrison) point , 
I think . The distinction between an iiUJctive account 
and a general account- gold in t he general mcount, 
is so slim t ha t it opens that possibility of criti­
cism. 

Of course, they'd make the same argument if a deposit 
haa been made in the Federcl Reserve Banks. 

But t hey don • t. The very point - the public doesn' t 
regard that in tue same light, though t heor etically 
they should . 

Has your poli cy about balances ever been made public -
what pol icy you have about keeping your working 
balance up? 

~r . Secret ary, you occasionally do say s omething about 
the s ize of the balance you' re a iming at, don ' t you? 

I haven' t r ecently. 

Di d last fall , I believe: al ways have a round a bill i on. 

But I haven' t said • ••• 

• •• since this new program has started . Secretary 
has not . 
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Well , you sai d it pretty nearly when you s aid you' d 
have to borrow - what was i t , two bill i on tour? -
through the rest of the fi scal year; you contempla ted 
ending up with a billion dollar balance. 

That ' s about right, yes . About a billion three. 
But it' s .. . . 

But the question i s , did be soy so? 

Hasn ' t tha t been s ai d? 

I said that what we were doing now - we were borrowing 
about a third of our needs. · 

What I ' n like to get over - I t hink the important 
t hing to get over on the constructive side to the 
public is tha t we ' re going to use this gold and not 
noard it, and we're going t o use it as part of our 
s~ending progr am. And I think the sooner we get 
t hat over, the better. It ' s just a question, wha t 
signal can the Treesury give that we expect to spend 
tha t gold? 

Well , I don't think you ought to give ..... 
Putting i t in the Federal i s the only way. 

Yes , but I don't think you ought to give any marked 
signal or make the transf er sudden, or else you're 
casting doubt on your stat ement of l as t April that 
you bad abandoned the sterilizati on pr ogr am. In 
other words, if you were now t o s ay that you were 
going to use this gold, you ' r e merely r epeating wha t 
you promised in April . 

Let ' s put it this way . As I'm listening here, t her e 
are t'Ko things we can do . We could s ay, "Beginning 
Monday, any new gold that comes in, let it flow 
direct ly i nto the stabilization - into t he Federal 
Reserve System." And I take it that if we di d that, 
then we wouldn ' t have to transfer gold from the 
General rund. 

lieU , eventually. 

But not so soon. 
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In October . 

What? 

In October you would. 

Or Ne can continue to t ake it into the General Fund 
and then draw it out, deposit i t as necessary . Just 
a question of which would seem best in the minds or 
the per'sons who are interested in t hi s thing. I don' t 
mean the man on the street, but I mean a f airly intel­
ligent person. Which seems the most logical and the 
simplest? I mean there's no sense of surrounding i t 
'IIi th any mystery . Let 1 s do the thing. We want to 
l e t them know we're not trying to sterilize, going 
to use this thing; give some signal which should 
register what we•re trying to do. But I•m tearful 
if we 'don ' t do something now t hey ' ll get the wrong 
signals . 

Well, the simples t way t o do that, I should think, 
would be to let the gold tha t comes in be turned 
directly over to the Federal, in the di strict that 
it comes in. 

You mean not let it run through the General Fund. 

Not let it run t .hrough at all. And you' d soon be 
t aking out of the General Fund on the deficit. 

One ob jection to that would be, if you Just t ake the 
new gold tha t comes in and then Just deposit that, 
then you establish a rigid !'igure. 

I s ny you ' d soon be dr awing down that figure because 
of the deficit . 

That's a different tUing. You 1 re going to do two 
things at the same time. Are you going to put in 
all the gold that comes in and in addi tion to pay 
out in gold the amounts that are paid out for the 
deficit? You'd have to do both of those, because 
if you 1re Just going to let the gold so througb, 
you ' ll have a r i gid f igure . 

That ' s right . 
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The way you have always done it, a s I understand it -
the gold tbat comes in will, if only even t or an 
instant, have to come tbrough your General Fund. 
•herefore, when you made your deposit with the 
Federal, if you wanted to avoid rigidity, i nstead 
ot redepositing With the Federal" the dollars and 
cents value of t he gold, you would deposit a r ound 
amount somewhat equivalent to the amount of gold 
coming in that week. You would avoid some rigidity 
tha t way. hnd then ultima t ely, and sooner rather 
than l ater , you would bave to deposit more out of 
the General Fund in the Federal Reserve Bank in order 
to finance your deficit. 

Tbat's right . 

Bow would you (Stewart) do it? Very quiet. 

lly suggestion would follow a long that line; I think 

33 

tha t it should be a round amount in excess of your 
receipts, a round - deposi t a round amount in excess • 
of your current recei pts, so you are gradually building 
up to a position whi ch would meet your future req.uire­
ments , but not timed precisely with your requirements . 

Just enlarge a little bit. 

Just assume tha t wha t ever current shipments arrive 
in the Gener al Fund ar e immediately deposited with 
the Federal . Instead of being deposited in pr eci se 
amounts , follow the suggestion of making i t round 
amounts , but make tha t r ound amount in excess of the 
current receipts . 

If ten million comes in, d eposit fifteen . 

You're steadily eating into the accumulat ed amount 
on hand. 

You'd do it tbat way. 

So t here won't be a definite time schedule ot your 
deposits, so it doesn't look like a change of plan. 
What they'll notice is an irregular disappearance of 
gold - in the amount of gold in the General Fund . 

That• s all right. That would work very well. 
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Just a moment. Would that go to particular Banks 
Jus t the same? 

Goes t o the Federal Reserve Bank of !lew York. 

You needn't do that. 

Kight go t o Frisco, because they're getting in some 
gold . 

You can put in gold to the amount of the imports in 
t he places where the gold comes in, and this eKcess 
you can deposit anywhere you like, if you have a~ 
reason to. 

That's largely New' York. What I'm thinking of is, 

34 

toe New York balance is going t o be down to a minimum; 
t hen we ' ve got to deposit back not only to meet gold 
payments but also ordinary payments of the Government . 

That ' s al so a dr ain on New York, is it? 

Yes . Now, the onJ.y other two Banks - Minneapolis and 
Atlanta - also deposit gold there. That would allow 
all toe other Banks t o operate on their present cash 
balances . 

Let 's be specific. This week, as I understand it, 
you• 11 £ e t a bout 76 ail lions of gold net, for wb1ch 
you ' ll have to pay . Ther e ' s 176 millions on the 
wa t er, but a good part of it is either paid for or 
f or somebody else ' s account . Now, you get 76 millions 
this week . You can decide, "VIell, we 'll r edeposit 80 
millions, or 90 millions, in the Federal Reserve Bank," 
any r ound fig ure over the amount of imports tha t you 
want t o, and where you put it will depend on where 
your r eQuirements are. 

That' s i t. 

Nell , instead of deciding on any set figure, Kr . Bell 
could arrange those transfers as they were most con­
venient without saying , "We 're going to deposit - if 
75 comes in, we ' ll deposi t 80." Just simply leave 
it, "VIe ' r e going to deposit mor e than 75, " and the 
amount deposited in excess of 75 would depend very 
much on what you had to do. 
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When I need the money and where . 

Where you need the money. 

35 

But you would want the correlation b etwee.n the inflow 
or gold and the change in the deposits at Federal 
Reserve Banks. 

That's right. 

I should think, Mr. Secretary, if you -adopt that 
policy, it might be a good idea to make a statement 
to the press to the general effect that you are 
pursuing a policy of keeping an adequate balance 
to meet all possible requirements, and that whether 
you keep that balance in the Reserve Bank or ill the 
Treasury is a matter of convenience and bookkeeping, 
and that all of that money is available ill the end 
for meeting expenditures. I don' t see why the public 
can't be expected to be intelligent enough to under­
stand a simple statement like that. 

I don't think they would. 

lbey1 d look tor more meaning 1n the statement. 

~he less you say, the better . 

Yes. When they ask you questions, Just say it's 
contemplated as a normal procedure. 

Just doing a normal Job. 

Isn' t it true, Mr . Secretary, that the reason this 
quest ion comes up is that these receipts coming i .n 
since April have been in excess of what was antici­
pated, so you're trying to get back to a position 
where the magnitude isn't as great? 

Oh yes. I mean I wouldn't ask you people down here 
it we had a flow ot gold tod.ay - say, what it was ill 
June. lo. 

That makes me wonder •••• 

l o , I mean this is simply - the t act that the 't'olume 
is- we 've never had it ••••• 
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Ot course, the volume is i n such magnitude now 
that you ' re quite free to make such ad Justments 
as you wish w1 thout paying too much attention to 
exact amounts, because without the precision of 
small amounts it is easier to correct it, I should 
think, during a period of considerable gold flow 
than when yo u had a diminution of gold flow. So 
I should think the prompter t he better . 

3S 

I should think so; particularly this week. I mean 
it's coming so fast and I want to continue to show 
t o the world this front: that this doesn't worry me, 
that we•re uandling this thing as a day-to-day 
operation, and l et it come till hell freezes, we' ll 
t ake it . That's wha t I keep s aying. I mean that; 
it isn' t an idle gesture. But I want t o do it - but 
I don't wunt other people to begin to worry. Then 
if t hey begin, I don't want them to be worrying the 
Pr esident about it. But I •m sure if t hat thing 
crossed a bill ion there would be a lot of people, 
other Princeton residents besides Professor Riefler 
here coming down here to see • • • • - does he still 
live a t Princeton?- • • • and people like tha t coming 
down here to a avise him how to do it. I mean I Just -
we Just had t o write a letter answering Sir Henri 
Deterding, who had a scheme on how to handle gold. 
hnd those things - I Just want to fores t a l l t hem, 
tha t's all. And the main t hing is to tell the world 
that we're ready to t ake this and know bow to handle 
it . 

Of course, we don't want to do anything to disturb 
the excess reserve picture - disturb it in the least . 
This financi ng, by the way - Or . Goldenweiser, are 
your reserves going to drop - I mean the amount of 
excess reserves, are t hey going t o drop? Viben does 
the next f i gure come out? Little over three billion 
last time. 

I think there ' ll be a new figure tomorrow morning. 

Bow much will that be down? 

Be down fi ve or six or eight h~dred.million. 

1nere you a re. That will start it off. 

This won't change i t: 
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It won ' t change it, but it will invite attention 
t o tb.a t figure. 

But tbis will start- that will be the touch-ott. 

Warren, do you want to say sometbing? 

I tbink tha t movement of the excess r eserve figure 
has been so generally expected that I would be 
surprised if it would receive any more than r outine 
comment . 

I hope you•re right, but I disagree with you. 

37 

»r. Secretary, I still think t hat it would be well to 
make a statement about it, because after a ll when you 
make a s tatement you make it to a few very intelligent 
people who know how to write. You've got Gene Outfield 
and you ' ve got t he people in the various papers, and 
if you tell them tha t t his is absolut ely all ther~ is 
to i t - they know t his t echnique a s well as the people \ 
in thls room know it, and they 'll write i t in t hose 
papers in that way. And I think 1t will - I tbink it 
will s top most of t he newspaper talk about it. 

Nell, I t l:link the way to do the tbing isn' t f or me t o 
give a st atement - I give so few statements on gold -
but would be t o have Gaston explain i t to the people 
with Bell sitting there. Between Bell and Gaston, 
let t hem explai n it. If I give i t - I don't want to 
f ormalize it. 

No, I think that's right, you don ' t want to do it as 
if it were some special occasion. But let them 
explain how you ' re handling it. Don't you think so, 
Walter? 

No, I 1m very dubious about that . It seems to me 
t hat, as a mat t er of bookkeepi ng, t he bookkeeping 
is never very intelligently handled by those people, 
and to make an explanation now would imply that this 
is a matter of policy when ac t ually there is no real 
change in policy, any kind of policy. A statement 
gets into the press and they begin to say, "What's 
the policy?" It' s a little t oo simple in bookkeeping 
and too complicated in the iaplication to keep troa 
looking disingenuous . 
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I ' d wait for any statement until the changes occur 
in the accounts, and then if they' re troubled - these 
financial writers a r e troubled and ar e not clear a nd 
come a sking for an explanation, then give it as a 
r outine ma tter and explain it as - saying tha t the 
flow of gol d had been more rapid and t he accounting 
procedures for transfer had been adJusted and we had 
speeded them up; t ha t ' s all . 

~~en's the next big day? 

l:hey 1 re thinning out a little bit . Yes t erday and the 
day before were t he two peak days. I don't t hink it 
will run much more . Steamers are carrying about 25 
million and it will pr obably double up a couple days -
maybe have 5J Million in one or two days, and t he 
other will run between 25 and 30 . 

llonday • s gold fi gures - have you had time to g et the 
statement yet? 

This i s through Se9tember 19 - is the last one . 

That'll be in today •s. 

dow about tne ~ueen Kary ' s gold? Bad 40 million on 
the 1,/ueen Ka ry • 

That only g ot in yesterday. 

Was tha t all American gold on the Queen Kary? - I mean 
gold we bought? 

I t was a m.ixed group of gold . 

50 million dollars came in yes t erday, Mr . Secret ary, 
which would go through the sta tement of t oday; could 
very well be r edeposi t ed and put in the next published 
stat ement. 

50 million today. 

Paid for yesterday, but it won 't be 1n the s t atement 
until as of today ; so we can make the transaction as 
of t oday and put it in today 1 s statement when it's 
published. 

Following this idea that you ' d put in about what, 55 
or 60? 

• 
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• es, 55 , 60, soaething like that. 

There you are. 

I agree with the program, which I think should be a 
minimum program of r edepositing in t he Federal incoming 
shipments of gold in round amounts; ~t I think it 
should be the minimum. ~y hunch would be today, so 
that it would go i nto tbe sta tement, without trying to 
offset it a s aga inst any par ticular gold shipment at 
all, t o deposit a round amount i n tbe Federal so it 
would go in tbe statement a t tbe same time we•re going 
to have all tbese statements about excess reserves 
going down. 

Tha t would be Friday morning. 

Friday morning, whereas if you deposit it today it 
will go in our statement a s of FridaY morning. I 
would go beyond the 55 million; I'd put in, say , a 
hundred million, a r ound amount, today . 

In addition to the amount that we ' d deposit in New 
York to pay for that particular gol d, I could put 
ten million dollars in eacb of the banks at At l anta 
and Kinneapolis , because I ' l l need to do tha t anyhow 
in tbe cours e of the next few days . 

Dut if there i s tbat presumption of tbis reduction in 
the excess reserves by tbe t ax payments, I sbould think 
it would be pr oper to consider the depositing of a very 
l arge sum f rom this account. 

Do you think t ha t a hundred million out of eight 
hundred, wha tever it is, would be considered 
exorbitant? 

I don't think so. 

Is this going to show a decrease of 50J mil l ion? 

I think so . 

And if we ' d, say, put in 200 million, does that have 
a direct · bearing on e xcess r eser ves? 

No bearing a t all. 
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Not except psychologically. 

You mean it wouldn't • •••• 

No, sir . 

It would eventually. It wouldn't immediately. 

Viner: bventuolly our deficit will. 

Will iams: Comes back then to the question of borrowing. 

R.~.Jr : I think there is somet hing in what Harrison says. 
I think that we might just as well take a hundred 
million. 

Hurr ison: I'd teel better. 

H. U.Jr: What? 

Harrison: I ' d feel a little better if you did. 

H.M.Jr: You would? 

Harrison: Yes. 

H. li.Jr: ~ell, we ' d like you to f eel a lot better . 

Harrison: . 1hen I'll make it 200 . I'm not joking. If I were 
doing it, I think I would do about 200 million. 

40 

Viner: Well, I ' d say there if you make it 200 ·then it becomes 
an operation, whereas I think what we want to do is to 
slide into the old way of doing it rather than show any 
decided shift 1n our mode of operat ion. In other words , 
we've let gold accumulate here in our balance above a 
normal amount and now we wont it to decumulate; but 
we don1 t want to show that we had a policy in accumulat-. 
ing and that we•ve changed t hat policy . 

H.!l.Jr: l•ell, Dr . Viner, ·now auch is a sliding in and how auch 
is a decided movement? 

Viner: Oh well, if we spread it - I ' d spr ead it over two or 
three months. 

B.II.Jr: 'Nha t would you do betwef!n now and Friday? 
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I 1 d say 50 million to pay for the gold; that takes 
care of 50 million. I ' d deposit 20 mill ion dollars 
a t least in the two Fede.ral Reserve Banks and then, 
say, give the Federal Reserve at New York another 
10 million dollars . That would make 80 million. 

Tha t ' s 80 mi llion. 

41 

'!'ha t isn't going to make George Harrison happy. Would 
you make it a nother 20 million? 

Next Monday give tnem another 25 million. Just do it 
a t irregular interval s , not necessarilY connected at 
a ll with the t i ming of the gold imports, but at irregu- · 
l ar moments , so they ca n't find a schedule of operations; 
and the way to a void tha t is not to have a schedule in 
our 01vn mind . Just tell Bell that he ' s to get rid of 
it - a ll of it except a hundr ed million dollars by next 
~hristmas, and space it irregularly in amount and time, 
tha t ' s all. 

This is a period of ve ry large figures. We have l arge 
deposits, we have l arge gold movements, and I would 
t llink frankl y that the way t o handle the Trea sury 
account i s periodical l y to deposit - and not any 
particula r perioa, but as occas i on warrants - deposit 
ar ound a sum of a huna red mill i on dollar s in the 
Federal Reserve Banks. Why try to particularize and 
t o offset this , tha t or the other debit account? And 
I would do a hundred million now and then if you don ' t 
need a ny next week I wouldn't; but I would do it maybe 
a hundred million the following we~k or- and I don•t • •• • 
As a matter of fact , Danny, didn't you in the old 
days - when I say the old days I mean not originally, 
but I mea n in recent days - you would transfer round 
blocks anyway, wouldn ' t you? 

Oh yes, surely, a l ways in r ound amounts. 

l'lhat 1 s a round block? What would be the dimensions 
of it in the old days? 

A half million dolla rs. If we were low in our 
bal a nce, I would t r ansfer as low as halt a milli on. 
But I would transfer also sometimes a mill ion or 
five million. 
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But not a hundr ed million. The o1uy point I see is 
that if you make it an operation of dimensions such 
as you (Harrison) would indicate, it's bound to ar ouse 
comment and study and concern and attempts to inter pret . 
I'd do it in such a way t hat they ' d discover it only by 
trends in the f i gures, they wouldn' t be able to dat e 
it. I'd like them not to be able to date the inception 
in policy or to be sure that there was any change in 
policy. 

I thi nk i f you do i t i n large blocks that way, you call 
attention to it and t hey ' ll be looking for i t. 

Any time you stop doing it, you call attention to tha t 
also . 

I yield on tha t point, but I t hink you could warrant a 
hundred mi l l ion or justify a hundred million this week 
anyway . 

I wouldn ' t mind t hat . 

May your spending program r equire l ar ge depos i ts enyway 
i n dimensions - blocks of real dimension? 

Eventually, yes • . At the present time, of course, we 
have plenty in hand. 

I t hink in addition to Dr . Viner ' s sugges t ion of 
spacing i t in moder a t e amount s , you might have to 
space it in such blocks as not to nave a large 
amount go in a t t he time of the spending program; 
you•ve got to nave the intermediate amounts l arge 
enough to meet any - whatever spending program you 
have over a period . 

The time may come whe.n he bas to wa tch his Federal 
~eserve cash balances f or oper a tion purposes, and 
that will give nim e schedule, you see, but it will 
be irregular from t he point of view of the public, 
al though i t will have reason from the point of view 
of internal Treasury operations . 

I wouldn 1 t ma.ke it a hundred million. 

No, 90 or 10 5. I'd say again •• •• 

• 
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90 million or something like tnat . But I wouldn ' t 
make it a hundred. I mean I think that Viner ' s 
right. We don't want to attract attention. 

43 

I think that's right. But you1 ve also got the other 
tbing you don't want to bave attract attention; tbat• s 
tbe size of tbe General Fund . 

I think if be put 90 million in right away, that would 
be - how would you divide it up? 

That's a bigger percentage than I usual ly get of what 
I want. 

60 million in New York and 15 million in each of the 
other two banks . 

Will they need it? 

They will in the next few days . Ordinarily I would 
put five million in; that would last them, oh, ••• • 

Why is Atlanta using so much money? 

AAA payments. 

What? 

AAA payments go out in Atlanta . 

And Minnesota? 

Yes, lolinnesota bas AAA payments. 

You 1d put 15 in Atlanta and 15 in Minnesota and 60 
in New York? 

60 in New York if that ' s a 50 million payment, and I 'm 
sure it was . 

Well, if it's more than that, you could put more in. 
I think 90 is enough. 

All right . 

Then we keep depos i t i ng i t but alway s doing a lit tle 
extra. Is that tbe idea? 
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Depos i t it as the gold comes in, but •••• 

'ilha t? 

Deposit it a s t h.e gold comes in, but always a little 
excess, 10 or 15 percent excess, so we 1ll be gradually 
eating it up. 

llha t - would we do th.a t twice a week? 

No; I look a t my balance every d ay at one o'clock. 
Have to determine which bank needs more money. 

I 1d run lJ or 15 per cent over every qay . How does 
that - does that seem lb:e a - t hat: ' s no sharp change? 
I like that . I aon 1 t want any sharp change, don't want 
to attract anybody 1 s attention. Don't want to do what 
Ireland did today. Tell them. 

Ireland shocked the Bri t i sh by taking two million 
pounds of t he it• British securities , s elling them 
out, and buying gold wi th it, shipping t he gol d to 
I r eland. The British Empire •.•• 

The disintegration of the sterling bloc . 

"he ster ling bloc i s huving trouble . 

Seven airplanes left Croydon with gold bars f or some 
place . 

The advantage , I think, of the method you are pursuing 
is- you say you're going to let maybe r.tr . Bell and 
Gaston explain; now, you 'll have trouble to explain 
r ound blocks of o hunared, Vlhereas if you say, "I 
have t o transfer amounts of this sort to meet my 
needs ," i t 1 s a perf ectly normal explanation. 

You've got to r ecognize, when I say r ound blocks 
of a hundr ed , t hey don ' t show up i n your figur es 
a s a deduction of a hundred, because tha t hundred 
is always reduced by the amount of the weekly imports; 
so you never - when I s ay that - nobo<ly knows how much 
you put in the Federal Reserve as of any particular 
day , because your statement comes out and it would be 
off set by t he current influx. So in that a~ount you'd 
nave an odd figure always . 
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.l:es, that ' s pr obably right . 

olell now, ttlis - to satisfy me as to how we should 
handle this in the future , before I t hink up anything 
else, has anybody got any doubts as to the wisdom of 
handling i t this way? 

I think there might be two questions just nsked . On& 
is whether this program assumes continuing inflow of 
gold , whether you vrould act in j ust t he same way it 
we contemplated an outflow of gold . Suppose we have 
a sett lement of the European t r ouble, a peaceful 
settlement . Now, presumably some of t his gold tha t ' s 
coming in is in connection with the f light of capit al , 
and there might be a counter movement and some general 
dishoar ding of gold. If you knew that for sure, would 
you chonge your present program now? That ' s one 
question . 

i hen the other ~uestion is , if there is to be no 
outflow of gold and no inflow, if t he settlement 
on the otht~r s i de should have that effect 1 just 
stopping the inflow of gold, and you didn t have to 
fear an increase in your free gold or a~r·necessity 
of expl a ining at j ust this time, would you deposit 
it now in the Fea or would you v:ai t until your heoyy 
borrowing comes on l a ter? 

H.~! .Jr: Oh, 1 think that - irrespective of what happens, I 
think that this makes sense. It does to me. And 
I ' ve sat here now for two or three weeks wP1t1ng for 
things to quiet down in Europe, and it doesn ' t quiet 
down any, and •••• 

llilliHms : Yes, but it looks as though things might come to a 
head this week . 

l:l • • t. Jr : "hich way? 

1/illiams: Well, we don• t know which way. 

Lochhead: But Kr . Williams, we ' re only depositing ten percent 
more than the amount of gold r eceived. I f we don ' t 
get any gold, there ' s no t en percent, we don' t have 
to deposit any mor e ; neither do we have t he program, 
end the figure won' t be declining . This will be 
automatic, take care of i tself . 

• 
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We 1re only l ooking ahead one week. We ' re going 
to stop this thing from going over a bill i on 
dollars . Psychologically I think that• s impor­
tant. I mean this operation will keep t his thing 
this week from going over a billi on dol~ars on 
Bell ' s s tatement, and I don' t want to see it go 
over a billion dollars. 

Yes, I think perhaps tha t' s t he other- if you 
don't have any further inflow of gold, you don't 
do any thing • 

4S 

J ohn, if you - assume you 1 re right - do you think 
t here would be any adverse psychological effect -
supposing t ha t we lose three or four hundred million; 
a substanti al amount would come out of the two hundred 
milli on fund, which i s chuck full of gold, rtow, before 
it would be felt ; and if another few hundred million 
came out, do you think it would matter much if that 
gold i n the General Fund would drop to two hundr ed 
million or so? ' 

No, I shouldn ' t think so . The smart fellows will see 
that you're acting differently from t his point on. 

If they were smart, they would see there isn' t any 
differ ence as to whether we wer e dr awing it from 
Federal Re serve deposits or from our gold here, in 
case of an outflow. 

I think the answer to you, John, is you1 ve got to 
use t hat gold sooner or l at er anyway . 

Well, you cont emplate using it sooner or later 
anyway, that ' s true. 

Mr . Secretar y, before you leave this subject I 1d 
like to just say that the pr ogram you t entatively 
s eem t o agree on seems to me perfectly all right. 
I still think that it ought to be - there are two 
things I mentioned that I think ought t o be done. 
One is to make that figure that appears in your 
da i l y s tatement be ~ more c lear-cut figure, and 
the second thing is to explain the whole thing 1n 
general terms to the financial press . 

Yle can do the latter part. The other part Bell can 
take into consideration. 
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Doesn 't the Federal Reserve Bulletin usually explain 
t hose matters? 

No, we don' t expl a i .n Tr easury policy, and I don ' t 
t hink .... 

I t hink usually every month when there i s a change 
of that kind there i s qui te a compr ehensive exposition 
of its significance . 

The movements of the thing, yes. But I don' t see why 
you shouldn't explain it. I t hink it ' s a mis- - I 
think it ' s a f alse assumpt ion to suppose that t he 
public is awfully dumb; 1t isn't. I think that wha t 
makes the public dunbis when they think there 1s some 
secret; but ~ben t hey see taere isn' t anything secret, 
and you tel l taem in a sensible way what you 1re doing, 
I t ilink they go a long . 

Hasn't the secretary agreed to let Mr. Gaston and Mr . 
Bell tell them about it? 

That ' s right, I think if you agreed to t hat , that 
it ' s very important. I think the other is important 
too, t o have the figure that s ticks out be a clear-cut 
figure . 

Le t me ask you something . Before we do this, do 
you think it ' s necessary to - talking about t he 
public - to a dvise the Federal Reserve Board in 
Washingt on t hat we 're continuing this thing? I 
mean is this important enough? 

I don ' t 4Uite understand, Mr. Secretary. I think 
you don' t need anything formal . I think t hat if 
you wi ll authori ze those of us who are here to t alk 
about this, about the substance of this agreement, 
at the meeting of the Board, tha t would be qui te 
sa tisfactor y . I thi~ it would be a desirable thing 
for the Board t o unders t and what you have agreed on, 
but lt doesn ' t need to be f ormal 1n any way. 

Well , will you tell t hem? 

I ' ll be very gled to 1f you wish me to. 

I wish you would . 
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I 1d like t o think of this as Just an ordinary 
Treasury operation, using your balances as you 
see fit, and I don't think you need any explanation 
really . I see no obJection t o telling the Board, 
of course . But I don ' t think it needs explanati on 
to t he Board or to the publ ic . Why should the 
public be advised in a statement directly by the 
Secretary, or even by Yr. Gaston, that the Treasury -
why the Treasury had transf erred JO or 40 millions, 
beca use that ' s all that ' s going to show, to the 
Federal Reserve Banks? 

I ' d agree to that strongly except on this one con­
tingency: that if the public or the financial writers 
should show puzzlement or misinterpretation, then as 
an informal office arrangement explain to the better 
writers what was done. 

They know. 

They a sk questions every day, don't they? 

That • s a very different thing from calli.ng them in 
and saying, "Now, we•re going to do t his . " 

I agree . The Secretary said it was best not to have 
a statement from him . 

I thi.nk that• s right. 

I think most of them understand it. Gene Duffield -
ne ' s considered right along tha t this free gold is 
part of the working balance and it' s taken into 
consi.deration in the financi.ng. 

And the only explanation we need offer i.s that we're 
maki.ng preparation for an impending drain on our 
Federal Reserve balances because of the deficit 
spending, that's all. 

Well now •• •• 

Just explain it os a bookkeeping matter and not go 
into the question of deficit. That ' s t he thing, 
explain it as normal bookkeeping; then you don ' t 
bring up tbe deficit. I don ' t think that needs to 

' 
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be discu.ssed if tney discuss i t as a bookkeeping 
mat t er. 

Well, I still say I want tne Federal Reserve Board 
advised. 

Yes , sir, 1 111 undertake to do that, sir. 

Now, when will this show up first, Bell, Friday? 

Friday , yes, sir . 

49 

Now, I 1m s atisfied on this; this is a sensible move. 

And while I have you gentlemen here, is there anything 
you'd like to bring to my a t tention? 

~'~ell , I ' d like to make a foo tnote to the general 
discussion: that from tne standpoint of the Treasury , 
that tnis balance is nothing but a part of wha t -
but one item in the general cash balance, but that 
in the banking profession it has suggested other 
implica tions; and r•m not at all sure that in this 
pr actice of depositing gold in the General Fund a 
device has not been hit on which doesn't have very 
considerable future utility one way or another. I 
think it' s one of those things that has been stumbled 
on out of an emergency and more or less by accident, 
but which may prove in the future to have a real 
place 1n t ne banking management . I am inclined to 
believe that the building up of this fund this summer, 
r a ther than its inclusion in the excess r eserves , served 
a useful purpose. That would be Just opinion . It is 
conceivable t hat its r elease will also serve e useful 
purpose quite beyond the mere r outine that we •re think­
ing in terms of this morning. That ' s nothing but a 
f ootnot e to a general di scussion. 

.Vell •• •• 

!tor that reason I woul d lean toward Governor Harrison' s 
view that not too much in the way of comment or explana­
t ion should be of fered except a s there is a definite 
curiosity; tha t comparatively little information should 
be volunteered , on the general principle that when one 
bas a flexible mechanism, one either offers comparatively 
few explanations or i s called upon to offer continuous 
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explanation ever y time the figure changes a 
hair ' s-breadtn. 

!:0 

You've got - I agree with you, Mr. Warren - you 've 
got right now a very definite public opinion -
Duffield and the rest of tbeiD - that tbis gold is 
part of your working balance; tha t presupposes you ' re 
going to use i t some tilDe, a nd wben you use it you' re 
only doing what they ' re expecting you to do sooner or 
l ater . Therefor e , why comment on it? Because immed­
iately you comment t hey int erpret it as a question of 
policy rather than as an execution of the progr am 
they all accept. 

~akes it a IDixture of routine and policy. One gets 
intertangled with the other by maki.ng explanations. 
Onless tbere is ocnsiderable curios! ty • ••• • 

iou can t ake tha t curiosity f or granted. Everything 
about gola always arous es curiosity . There ere always 
<!Ues tions. 

But this fund h~s so far attracted much less co~~ment 
in the press t han I would have expected, partly 
because it ha s developed so r qpidly t hat a good many 
financial writers haven't noticed it. Now, if it begins 
to ebb away, I s hould think it would not attract 
inquisitiveness . 

I understood there ' s been considerable discussion, 
hasn't there been, Mr . Lochhead? 

You say "considerable." I ' ve seen, I think, two or 
three newspaper co~~ments, and I ' d say that ' s the 
newspaper comments - New York comments, no other 
lben I think, Mr . White, you ' ve seen quite a few 

town. .... 
Few letters . 

letters . Those letters have been mixed; I think 
one or two of those let ters ca11e from people you 
wouldn't suppose they ' d co11e froiD -you can always 
expect a certain kind of letter : fellow writes in 
on a postal card or blank sheet, doesn ' t know anything, 
but those letter s have to be answered; but there have 
been in addition to those one or two froiD intelligent 
people . 
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At a ll a dverse? 

I wouldn't say - I 1d say it was tinged a little 
adverse, but more jus t ques tioning ; they don ' t 
know ·what it ' s all about , and they wonder if it's 
something that - if we're building up something . 
Not a question of criticizing , but Just wondering 
if we 're having something up our sleeve that we 
won't talk about; in other words, not Just a r outine 
thing . 

I think one of the letter s wanted to know, have we 
or have we not stopped sterilizing gold? 

l'lasn• t t here a very good article in the Wall Street 
Journal recently explaining - considering that the 
policy had been adopted of treating this as part of 
our c a sh balance and therefore would be used as and 
when heavy expenditures got under way. 

And another little squib in the Times . 

Mr. Secretary, I think what you have decided this 
morning i s very wise. It may arouse some public 
curiosity, which can easily enough be expla ined in 
light of an under s t anding that is becoming more 
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and more common anyway; but even the public curiosity, 
even if not sati sfied , in my judgment, i s not as bad 
as the explanati on and the difficulties you'd have 
with Congress and o thers if you a llow tha t fund to 
go up to a billion or increase substantially above 
its present level. We all know the inquisitiveness 
of the various blocs in Congress and in Washington 
as to why the Treasury was borrowing so mu.cll money 
t o buy so much gold, and it was all related to tha t 
a ccumulation of gold in the Trea sury statement. 

Now, I don 1 t give a whoop wl1ether 1 t ' s called illBcti ve 
gold or General Fund; you might as well , if possible , 
a void that inquiry by Congress later on, especially 
as it migl1t be interpreted as going counter to the 
April program. 

0 .K. Vi ell, I want to do this anyway to make a good 
woman out of you, because you've been telling every­
body that we haven ' t been sterilizing and I~t to 
make it hold water. 
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Of course, I can defend my position because I 
haven' t been able to see quite inside your mind, 
and I still think it's largely ment al - determined 
whether you were actually sterilizing or not: Did 
you or did you not borrow ~ore than you would have? 

Do you know now? 

I s uspect you sterilized, yes . 

I don ' t know. 
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Har rison:. I think you borrowed - frankly , I t hink you borrowed 
pr obably a litt le more cash this l ast offering than 
you would ha ve bad all tha t gol d been in the Federal 
balance . 

Bell : · 

R.M.Jr: 

Harrison: 

Harrison: 

Viner : 

Bell: 

I wouldn 't say that . 

No . 

No? Then I claim you haven' t s terilized. 

No , I took a ll the traffic could bear. I wanted 800 
million; I was told I c ouldn't get more than 6001 so 
we made i t seven, s tretched i t a little bit and got 
eight. I t ook every dollar I could . It bad nothing 
to do With our bal ances. Every dollar it could bear . 
No. 

Inci dentally, may I make a comment on it tha t - it 1 s 
not critical, but you may not have beard it. There ' s 
been a great deal of ~.~uestion &nd comment in the 
m~rket about your uaving allotted 15 percent over 
instead of the usual 10 percent. ~nd I think it was 
per haps, in the light of events, l ooking backward -
it was too bad that you did, because it made 1t appear 
unusual a t a time we wer e trying to be as usual as we 
could . 

I a t the time - a ll I knew was the newspaper account -
when I saw you' d gone a bove t he 10 percent very sub­
stantially, I wondered about that, whether it was 
wise . 

Well, the ad Justments in the thousand dollar bracket 
were something over 10 million dollars. That's what 
tbrew it above the 800 million mark. But i f we bad 

• 

I 

Regraded Uclassified



Harrison: 

H. II . Jr: 

Harrison: 

ll . ;t. Jr: 

!Iarrison: 

li. M.Jr: 

Warren: 

H.1>1 . Jr: 

Williams : 

H.M.Jr: 

Williams: 

ll.loi.Jr: 

Williams: 

ll , !l.Jr: 

Williams: 

li.M.Jr: 

53 

-.38-

allotted 9 and 10 or 10 and 10, we'd nave gotten a 
great deal less than the 10 percent. See, in View of 
the l arge over-subscription, one percent meant about 
70 million dollars, so we either had to put it down 
below - a good deal below tne 10 per cent, or we'd 
have had to split a percent - 9i or lOt, and we didn't 
want to Qo that. 

But ne developed the 10 percent margin just to allow 
for what happened there, and I think that ought to 
give you as a rule sufficient leeway, even if it means 
you get less than 10 percent. 

llaybe next time they won' t bid up the r ights so 
hign. 

I•ve got an answer t o that, but it might not be 
popular a t the moment. 

'Nait until t he first of J uly next . 

I coul dn't mention it again until July, so I won ' t. 

No. 

Have you anything e lse, llr. Warren? 

No, s ir. 

Professor Williams? 

No, I have nothing more . 

I mean other than this subJect . 

No . 

But pert aini.ng to the Treasury. 

No . 

Hula? 

I nave nothing further. 

Viner? I ' m not cal ling on t he Treasury people; t hey 
can get me day and ni&bt. 
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we11, wbile we•re al l bere, there are other Treasury 
problems - what I assume are Treasury problems, which 
I 1d like to bear about. 

Go ahead . 

Well, I'm interested i n tbe drop in sterling, and 
wbat t be Treasury thinks about it, and wha t it 
plans t o do about it. Perhaps I ought to explain, 
in case there is any misunder st anding, that I am 
speaking as an outsider. 

Well , I can answer that f a irly simply, as an insider. 
I don't t bink tbat until tbis war situat i on clears 
up tbere is anytbing tba t we can do about it, and 
i f anybody in this room knows anytbing tbat we can 
do about it, I wi sh tbey1 d tel l me. But I tbink 
we ' ve Jus t got t o sit by and wait until we see 
whether Czechoslovakia is going to be di smembered 
or wbetber we 're going to have a world war, and 
unt il t ha t ' s deci ded I don't t bink we can do a 
thing; and we're not doing a thing otber than to 
constantly t ell these people that we'll t ake all 
the gold t hey want t o sell us, tbat we 'll supply 
tnem with tbe dol lars, and we 1 re doi ng tbat freely 
and cheerfully . Now, other tban t bat, I don1 t 
~now anytbing tba t we can do. 

~<e did do sometbing, but I don• t lmow t bat it •••• 

Wbat? 

•.•• tbe memorandum with r espect t o that .••• 

Well, yes, but I mean tha t ' s - I mean that was a ges­
ture . I mean wha t he ' s talking a bout- we used sort 
of a backdoor way t o l et the Englisb. know tbat if 
sterling fell very r apidl.y, wby, t he trade treaty 
Kould have t o be r etigurljd, reestimated . See? 

Mr . Secretary, i sn' t this a t ac t •••• 

l:.xcuse me. But I think it ' s all been figured on a 
4 .90 basis, so we let them know - not t oo •hack­
doorish" - tha t if this thing went much further 
it 'KOuld ha ve to be all r efigured . We did do tha t. 
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Vfuen you entered the tripartite the pound wa s what? -
about 4.90 - and since then you 1ve had a disturbance 
in world conditions tha t's been unparalleled certainly 
since the events leading up to the World War . And I 
think it' s a great tribute to British and American 
finance and t he tripartite that it has been possible 
to finance all of the movements that have taken place 
as a result of world scar es with a drop of only eight 
cents in the pound. And it wouldn't concern me, there­
f ore - you've noticed it - that the pound ha s gone 
down to 4.82 in the f a ce of those conditions. If we 
might possibly anticipa te some upward swing in the 
pound in the event t ha t those conditions become ironed 
out more or less satis f ac t ori l y, then l a ter on you 
could consider t he ques tion a s to what are tbe proper 
parities in the l ight of more normal conditions than 
exist now. 

:I ell, I'm a little di s turbed , not because of the drop 
in the pound, but because of the type of ~nglish com­
ment in the Engli sh press about that drop . There is 
apparentl y a strong pressure of opinion on the 
Government to l et the pound drop or even to make i t 
drop, and the practical l y unanimous comment of the 
press takes this drop as something which mus t be per­
mi tted to r emain and even to go further. 

There is an article i n t hi s week 's Economis t that 
bears tha t out, tha t ' s cal l ed "The Doll ar and 
Sterling, n in which it wa s s aid tha t the English 
were v ery glad to know tha t the ~ericans wer e not 
going to regard 4.86 as a stopping point , - had been 
a stumbling bl ock in their estima tes - and implied 
very definitel y that they regar ded the situation as 
warranting a fa ll. 

I•m not saying tha t 4 .80 is too low; I haven't got any 
opini on. l ' d want to think and study that opinion. 
But I do think that it would be a l ittle dangerous if 
we allowed the English to get the impression that they 
can unilaterally decide as they please what the rate 
shall be of sterling and the dollar, particularly 
because they are deciding it for pr actically t he entire 
outside world a s against us; that is, there is a large 
part of t he wor ld that is automatically following the11, 
and the English - the sterling rate now is the world 
rate for us, to a large extent. 

' 
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Now, I wouldn' t choose- I mean I 1m not making 
any proposals - I haven ' t been in cl ose touch -
but I am disturbed a t t he tone of t he English 
press on this point. 

Could you men jus t excuse me a minute; I want to 
just do something . Be right back. 

(Secretary leaves room, returns 
in ten minutes) 

Well , gentlemen. 

I usked a big question. I ' m waiting for answers . 

Well, I gave you the only answer •• • •. • 

No, no, I meant opinions a r ound here as to • • •• 

Oll. Vi ell , I gave you the only answer I could gi ve 
you. 

Nell .... 

ss 

On yes, and I asked , didn't I , whether anybody could 
tell me t ha t we could do anything other than ~ha t 
we 're doing. 

Well, I think lll)'Selt tbat what would be a good tning 
would be i f priva te circles i n t his country picked 
u~ tais bnglisb di scussion and s t arted a rguing 1t in 
a v.ay t l1.a t sho>Yed • e war en ' t woolly pass! ve . I •ean 
tne American people; I 1m not t a l king of the Treasur) . 
I agree with you t hat you s houldn't do anything now. 
But I do think i t is i mportant tha t the Briti sh should 
not get set on the t dea , l et ' s say, tha t tne pound 
could go down t o four dollars, i f tha t suits thei r 
convenience , without any basi s for a r et ort bor e . 
Wha t I ' d like to s ee in the Street - f1nanc l8l Journ~< ls 
in this country pick up thls ana start t alking about 
i t , or it will go by default , we won ' t be a ble t o take 
it up. 

olell, I don ' t t hink tha t d iscuss i on 1n tAe English 
financial j ournals i s going t o s et t48 price . 

It may s et t he way of thinking of the Engl ish, so 
that it wil~ be harder to oeal wi tb toea. 
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Better renew your subscription to the Committee or 
t lle Na t ion . 

rtha t 1 s that? 

Better r enew yo ur s ubscription to the Comcittee or 
the Nation. 

"ell, uhen I get notice th~J t my origina l r enewa l has 
exptr ed, I'll do tll a t . 

Well , I don ' t think, iolt·. Viner, tha t it ' s BrHlsh 
policy to l~t t he pound go down, no me tte r what t he 
hconom t s t s a ys . I th inA the British policy really 
pr etty consistently has been one of pl aying that 
game pr etty str~ight ; end I don ' t think tha t it ' s 
el th~r tne policy or would it be to their advantage 
t o le t the pound go down. 

.. eu, I t ulru: ti:ll; t tbt< Britls ll e re playing stralgnt 
Lo tnls extent: th~> t t ney 1 r e no t consci ous of delib­
" r &tely l o .1e ring the leve l o f tne pound , but the 
n&tu r a of th~lr oper a tions t s ~uch tnPt it i s impos­
s i bl e for themselves or 1nybouy e l se to de t e rmine 
' .o;t.1cr t. d r :>p N{ s due to tnem or oue t o tne force 
.>f clr.:u:nsto.nces . ;,e don ' t lui.> R wh~ t t heir c r lto>ria 
<.re , Lr ... r reel ,>rEtty sure toe) don ' t nave a ny . In 
.~tn•r ~Jr.JS , I ttel ,.r.,ttJ .. <.ll'e tOLt t.1ey ncven 1 t 
•.>r"ll"' JUt Lr..;, scE>le .>n the lr.s is of «tl!ch t .aey 
~e~t~~ .>n •oy p&rticu1~r db/ wnetn~r to l e t lbe 
,.>unJ Jr.:>~ '- cent >r .11'11' cent or at ~:.1 1; thFt eecll 
• . t-· ·Y s et tle it!!.!!. .!b!.£ ~onJ t ey bEven 1 t ony rules . 
J n t>.t• t bL3is y:.u cE>n nev"r cvnvlct t nem, t ue 1r 
~,us.:t~nc~s Chn b" e &sy . but <>n tlle same basis the 
.• .>u:'IJ .::.n dr::>; t :> c nythl~~j,; c'ocelvo.bl e . So 1 ;1on 1

t 

tt..!"~~ t l i.' issue .:>1' .netn~r t:1~y 1 redo!~ 1t de l1be r­
_tr-r 1 ~n l~;~rth&L t ssu£, b•ceuse I ' d cu•~~da Pt 

r...:c t ... t tne) 1 r .: not del tbt:r~t1no; &t &ll. 

I ta!~} u ' re je&a ~.>ng. Tney ~re ael i ber • ting, 
very J£.:1aedly . 

101:~ 1 re i.:>ln6 t :u-.>..lln .:ar t • i n lt irws .:>f so-c•lled 
.:>,erLtl •n, b~t I don't tel~ tbty aove &ay ph1losopny 
:>r n;, c:-tter1c by •olea t ney d eclde tneir i ssues . 

I c ou1a n ' t tell y::u •t:~. t t .. tlr criter l n 1re, but t nn t 
t~"l 1 r e taJ.n.t.icg it.:>~;. t t .l. t ;:>r oble: Uld th!n.c l ng 
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responsibly, both at the Bank ot England and the 
British Treasury, I haven' t the slightest doubt . 
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Well, I can agree to that and s till say that I don't 
believe tha t in the a bsence of criteria - tha t their 
tb.inking i s not actual thinking; I mean it doesn' t 
lead you anywhere, and t hey c an move in any way 
except that there shan't be disor derly operations • 
.r'ut it in that way: that any trend shall work rela­
tively smoothly. That's the only principle I see . 
And in general, the general t one ot their action 
will depend on whether they think the pound is high 
or l ow. 

Now, t hey did say - wel l, Judging from certain things, 
I tb.ink t hey 're doing ?urchasing power pari ty calcu­
lations . 

In large part. 

And that' s the only criter ion I know, Judging from 
the press - the only hints as t o bow they're measur­
ing it. Two thi ngs : the mo vement of their bal ance 
ot payments and income account; and secondly, pur­
chasing power pari ty calculations . 

That's r i ght. 

Now, I 1111 not concerned ~self - I 1d say we or e now 
in the embarrassing position tbat, even t hough on 
both taose counts we might agree that the pound was 
t oo high, s till the pound is dragging t he currencies 
of the r est of the '"'orld d th it, and the s ome oriterifi 
might not Just1fy that; and tha t ' s our difficulty now, 
and I don•t see any easy solution tor tha t par ticular 
pr oblem. 

I agree witb you now. I agree with you thnt it's the 
one t.porttint problem in international finance we 1Ye 
got t o t ece. I Just didn't aaree with you - with tbe 
statement t hat t hey a re not th,tnking awfully bar d 
&bout it, because they are. 

I t seems to me a nUIIIber or questions ere r aised. 
FirRt i s the question of peace or war. It see111s t o 
me t ha t i f t bey have war t hey 'll be interestsd in 
maint ai ning t he pound , s i mply because their i nterest 
will be in buy lng as cheaply as possible. But it tnat 

' 
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is cleared up this week, t ben the question of their 
position in the business cycle becomes predominant, 
and we perhaps will find out whether the Bri t i sh 
ar e planning now to use their currency as a means 
of stiJDula ting tbe business r ecovery. One would 
suppose t hat - on the whole, one r.ould suppose that 
they would ; Jus t taking the past pattern, that at 
some point, if the cycle of conditions got bed 
enough over there, t here would break out a lot of 
t alk and perhaps there would be a change of policy. 
Now, that ' s what is perhaps in the offing; I mean 
t hose two alternatives . 

59 

lleanwhile, we seem to be moving back t oward - to the 
orthodox position 1n int ernational currency mat ters, 
g i v1ng up gold sterilization end so on; and the ques­
tion is wbetber that ' s the best positi on to be in. 
I don' t know whether it is or· not. It does open up 
the possibility of England' s oper ating on us; now, 
tbat may be tbe best solution . I would say if we 
could trust them to be wholly unselfish and to t ake 
into account not only their interests but ours ••• • 

• • • as t hey are in political ma tters . 

(Laughing) What ' d you say , Berry? 

As they are in political matters . 

• ••• this might be a good way t o have it work. 

Wbat did you say, Barry? 

lie says: • as i n the political f ield .• 

That ' s the problem. 

Well, I want to s ay this on this subject. I think that 
• I don r t thn1k anybody ia - I •11 put it as Ill)' self: 
I certainly oan1 t evaluate t hia questi on of the 
r elation ot t he pound to the dollar until this war 
scare is r eaoved. I th1nk after i t - it it1 a l i fted 
this week, then we get a trend I •d like to disou.• 
1 t very aucb wi til you people, ~ecause franklY - and 
l •a 1aying this in tbe utaoat or confidence - I think 
one ot the r epercussions in tbi1 t hing - I think we're 
goina to aee the rapid diainte1r ation of France . And 
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if taat comes about, I taink we 1 re going t o have 
a very serious problem t o face , and I don ' t think 

"0 (j 

it ' s going to be a very slow t hing either. I mean 
serious to f ace in connection with t he tripartite 
agreement. I jus t don' t s ee how the French - elements 
tha t make up the French parties and all tha t - I mean 
I jus t don ' t think tha t as a whole all the French 
people o. r e goi ng to t ake this thing lying do·Nn, and 
when t hey see within a week or t en days Czechoslovakia 
nas d isappear ed , whi ch it wil l - I mean the whole - I 
think the whole of Czechosl ovakia withi n a week or 
t en days just won't exist, and I don't th i nk tha t -
I 1m c ertsin there will be all kinds of troubles in 
France, and what tha t trouble will do t o the pound., •• 
And I tnink tna t when t his thing begins to clear I ' d 
l ike t o ask you gent l emen t o come down aga in and t ake 
another look a t i t . 

But wi tn the French- i f I' m right, a nd the French 
ar e going t o pieces , why, t ha t ~eight on t he pound 
a od jus t what it ~ill do t o the pound and woat it 
Hi l l do to us, i s something that I ' d like to take 
a very close l ook at . But I don't think anybody can 
do it, a t least I can't - I ' ll say it again: I can' t 
no i t t oday, because 1t1 s all t oo new. 

I asked Archie -what' s the immedi a te t h ing? 

St er ling is ~u!et a t 4 . 82 J/8. Talking with the 
Bank of ~ngland - Knoke just finished hi s call a 
t'ew moments ago - they say they ha ve no officiE.l 
news t ha t this settlement ha s been made. They feel 
that it probably is true , but it isn 't offic i al yet, 
as f ar as they knov1, In consequence, the market is 
r a ther nervous . 

In the meant ime, the mai n thing is that Fr ance i s 
having a bed day. They ' re gaini ng gold from Fr ance . 
"hey say tbat the Bank of Fr ance statement tomorrow 
i s going t o be a shock t o the market, that the French 
uovernment - t t' s going to be shown they're borrowing 
up to the hilt, aod they 've been borrowing more since 
the statement ca~e out. 

~rcbandeau warned t he French public tha t the bank 
s t atement wa s going t o •• •• 
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I Know, but it' s going t o shock them even more so . 

( ~o Locnheod) I jus t t old them the next thing we'd 
hbve t o deal with - it won 1 t t oke very l ong - was 
France . 

You mean t hey ' ve borroRed the ten bil~ions? 

'lney aldn ' t give out tile figures, but apparently, 
a s I said, they ' ve borrowed up t o the hilt . You 
remember the t en billion - you remember one of them 
sa id, "Try to hol d it down to three some way or 
other ." But I imag ine if t hey 're going to do it, 
t ney will sno.v the full t en. 

I don ' t want to shut t his of f, Jake - I'm not trying 
t o - and I ' m t ickled t o d ea th. to have any point 
r aised; but I tbi~ t ha t unti l tnis thing, this 
~articular cr isis of t~is week passes, t ha t it 1 s 
awful l y har d to do anything . 

61 

And I want to say this for the English oper a tion 
of t hei r f unds : that t ney •ve gone t he absolute liwit 
to coopera t e with us t o keep t he thing - nobody could 
go further t han they have . I mea n t hey've gone the 
absolute limit. I mean I wouldn' t have dreamt of 
suggesting t o them that tn.,y go as f Er as they have . 
I mean the1 1 ve just tnrown everytaing into it. So 
as f a r bS tne dE.y-to- day operati ons a re concerned, 
noboay coula have gone any further than they have . 

~;ell , .vhat I ' d like - I 1 u like to - what I 1d like 
you people to feel is t ha t wnen I have you down -
I meun I bud this particular meeting on this thing 
a nd my mimi is clear ed on nanolin& this gold ; I ' d 
like to feel fr ee to ask you aga in a nd I don ' t want 
t o t ie you up any l onger t han is necessary. 

Let me put t nis question t o you, Just on this thing. 
Let ' s say tha t they don't settle t his thing. Yiha t 
I •m doing i s this - I mean in cas e of a - let ' s say 
tna t the Czechs deci ded s t ill t o fight instead of 
uoing what ever ybody thinks they 're going to do . 
I 1 ve been doing everything t ha t I can to s pr ead the 
wor d that , unless this situation is f ar wors e t han 
a nybody cans ee, ther e will be no closing of any 
markets in tbe Un.i ted Stat es . And I'd like to tell 
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Riefler: 

H.J.Jr: 

Riefler: 

H. M.Jr: 

Ri efler: 

H.U,Jr: 

Riefler: 

H.M.Jr: 

Gold1 r: 

Stewart: 

Harrison: 

8.)1.Jr: 

-47-

that to you people, and you can use your Judgment 
in passing it on. But I can say in tnts room that 
I brought it up at Cabinet last Friday and there 

62 

was complete agreement on tbat, tbat - I mean unless 
something nappens, that we don' t see now- there 
mustn ' t be any closing of any markets; all tbe 
markets - commodity markets, all markets, must be 
kept open. And we're not doing anytntng around 
here other t han - I mean I ' m trying to spread that 
gospel tbet we will, as I say, stay open for business. 

Did you (Riefler) want to say anything? 

(Nods no) 

Huh? 

No . Jake raised the question tbat I'm most interested 
in, and I agree ~~tb you tnere •s nothing we can do 
about i t now . 

What's tbat? 

The ~uestion of tbe sterling exchange. 

If you people don't mind coming down again when this 
thing i s cleared a little bit, I ' d like to give you 
another ring. Buh? 

O.K. 

Buh? 

(Nods nothing) 

(Nods nothing) I bave nothing, Wr. Secretary. 

I nave nothing else, and I•m ava ilable any time you 
want me. 

Fine. 
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September 21; 1938 

Ma.oraodua of Conference with Secretar,r Morgantbau on 
September lS, 1938: 

We diecuaeed the adnabUiti)' of tha !xport.-Iaport 
Bank extending credit to the Government of Portugal for the 
purchase of railroad equipoent and poeaib:Q- acme whee.t. l'a 
agreed t hat, for the tiJIIe being, the Be.nlc lligbt Vflr7 properl,y 
extend auch credit to the amount of $S,OOO,OOO, the loans to 
be either to the Government or guaranteed b7 the Portuguese 
Covernment. 

We discussed the adYiabUit]' of &aabting in 
fin&ncing the construction of & bridge acroaa the Tague Rher, 
the proposition be <ring been put fonrard by the United Stetea 
Steel Products Coapell)'. It wu represented that the bridge 
would cost $2.4,soo,ooo, that $7,soo,ooo of the coat would ba 
financed in Portugal, and that the aaxiJIIIa credit required 
would be approxi.u.te:Q" $17,000,000, which would be in the 
nature of & lO&n to the Portuguese Covernaent. The contractors 
request ed that the !xport-Iaport Be.nlc give consideration to a 
loan of $1210001000. 

I ate ted that I bad previouel.T ad need lleasrs. T. J . 
Digan, SecretAry and Treuurer of the United Stetea Steel 
Pl-oducte Coape.q 1 and Beru.n G. Brock, Vice-President of the 
Guarant.,- Trust Coape.q, that while we were not in a poeition 
to ...te ~hill& Approaching a c..U.taent, we would gin 
COD8ider&tion to taii1Dg a ainor perticip&tioo in the lO&n 
should the;y concl ude & contr&et and be able to place the 
balance of the financing with pri'ftte interests. 

After our diecuasion, it was agreed that for the 
tillle being Export-lllport Banlt credi ta to Portugal would not 
exceed ts,ooo,ooo. 

ll'e diacuaaed the adYiabUif;T of Aiding ci'Yilian 
CbineM through l08D11 to be uaed in the purch88a of cotton or 
gre;y goode and whe&t or flour. We qreed that we would request 
an &lldience with s.cretar,r Hull and the Praaidant for coneid­
er&tion of the aattar before att.-pting to arriTe at a decision. 

J'!SSII H. JOIIES 

; 3 
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!I. U.Jr : 

Operator: 

H. U.Jr: 

J esse 
J ones: 

B. li • • Tr : 

J : 

B. II • • Tr: 

J: 

J: 

H. lti. ,Tr: 

J: 

B. li.Jr: 

J: 

H. M. Jr: 

J: 

H. '4 • • Tr: 

J: 

B.!.!.Jr : 

Bello. 
• 

Jed.nesd.J 
September 21, 1938 
12:06 p . m. 

Mr, Jones, Go ahead. 

Bello. 

Bello, Henry. 

Hello, Jesse . They sai d you called me - ? 

Yes, I did . I Just wanted t o k:lnd of cheek 
with you and see what was going on. 

Well -

·. 

Do you have anything to talk about - or wha teve;r -

There ' s noth:lng 
Ch:lnese fellows 
story yet. 

You have not? 

special - ah - except that these 
are here and we haven't got their 

• 

Not entirely, I haven't had a chance to get it . 
11 ve spent an hour with them. 

Yes. 

Just a.s soon as I really know wbat they want and 

Ef •. 

wbat we can do I'll get together with you, but - ah -

All right. • 
It's - ah - all I can say is this - they're 1n 
terrible shape - I mean 

Yes . 
and 

- /they need help desperately. 

Uh huh. Well, whenever you want me to s it 1n with 
you why just whistle and I ' ll be there. 

Well , ah- it' s just we don't knqr and I don't 
know -
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J: 

B.M.Jr : 

J: 

H. ll.Jr: 

J: 

H. U. Jr: 

J: 

H.ll. Jr: 

J: 

B. M. Jr : 

J: 

ll .M.Jr: 

J: 

H • .M.Jr: 

J: 

H. II.Jr : 

J: 

H. M. Jr: 

J : 

R.M. Jr: 

J : 

B. II. Jr : 

- 2-

Ah - Fl e i shacker' s wait ing t o see me now. 

Ia he? 

Yeah. 

Uh huh. 

llort iller - he' s the best one or the t wo . 

I s he? 

Yeah. - ~ch the b est . 

Wel l, arter he ' s seen you 1r you - want to -

I ' ll be glad to . 

- keep me posted -

I'll do that all right. 

And the only other t hing - ah - t he Comptroller 
had a cable this morn:lllg rrom Gi annini, the 
presi dent of the Bank - I don ' t know what his 
initi als are. 

Yeah. 

And t he - ah - purport of which was that - ah -
they were going to protest t o the Federal Res erve 
and demand a hearing. Well -

And 
/Or -course that ' s thei r legal right, you know. 

Sure. 

Yeah. 

What ' s t he lllllt -
with that? 

there ' s nothing the Dl&tter 

Hot a t hing 1n the world. 

And - ah -

They 111 have to have their hear ing and -

Sure. 

ss 

• 
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J: 

H. U.Jr: 

J! 

H. M.Jr: 

J : 

11 . 14.Jr: 

J: 

ll .li.Jr : 

J: 

H. !i.Jr: 

J: 

H. M.Jr : 

J: 

J: 

ll .li.J r: 

J: 

H. !4. Jr: 

J: 

H.M.Jrt 

J : 

- J -

It 111 have to all be done in an orderly we;y in 
order to -

SUre. 

- in order not to - ah - you know, scare anybody. 

No, but - ah - that' s the only thing that • s 
happened that we•re - the Comptroller ' s office 
i .s going ahead preparing ~ 

(Coughs) That • s r~ht . 

· - material - ah- which - to bring before t he 
Board . 

Yeah. 

But t hat's going t o t ake some time. 

It will be and - then - and yet they llllSt be 
careful about it too, Henry . 

Yes. But -

This old fellow - he1s a forceful baby . 

Ylell -

A forceful f~hter. 

He' d better direct his f orce to the int erest of 
his depos itors . 

(Laughs heartily) I t h ink that ' s right too . 

And if he does that why - ah - no one will have 
any complaint . 

That • s r~ht . 

What? 

But what I mean i .s whatever we do we must be 
very caretul to know - check and double check 
to s ee t hat we ' re r ight about i t . 

That 1 s r ight. 

That 1 s all I was thinking about. 

S7 
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B.M.Jra 

J: 

B.V.Jra 

J: 

- 4 -

fbat•• rJcht. 

All. r1Cht. Well tballka Yel7 mch. 

Thmk you. 

Goo~be. 
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ti . M.Jr: 

Operat or : 

H. M.Jr : 

General Malm 

Hello. 

Wednesday 
September 21, 1938 
2: 25 p . m. 

General Craig. Go -

Hello. 

ss .. 

Craig: Bello, Mr. Secretary . This 1s General Craig. 

H. M.Jr : 

C: 

I! . II.Jr: 

C: 

H. M. Jr: 

C: 

H. II. J r: 

C: 

H. M.Jr: 

C: 

Hel.lo , General. 

Bow do you do, sir? 

I want t o thank you for the various thmgs you ' ve 
g iven me on Europe. Now, I tl:ought for the time 
being we mi ght as well discontinue that - it seems 
to be al.l over. 

Ah - yes, s ir . Tempora rlly it 1s, anyhow. 

Temporari ly . And in view of t his business of t h is 
Chmese miss i on I wonder it' you would be willing to -
ah - oh, g ive me a summary of what you t hink rnay 
happen f rom a military standpoint . 

The wha t , sir? 

From a military standpoint. In other words - ah -
what's the chances of their holding or l osing 
Hangkow? It all seems to center around t hat . 

VI ell, they ' re going to lose Hangkow, 1tr. Secretary. 
I'll - ah - will. there be - t omorrow i s time 
enough t o give you this? 

Oh yes . If I had it by one o 'clock t omorrow it 
would be fine. 

1111. g ive it to you t omorrow together with a map 
of the s ituation as she exists now. They'll lose 
Bangkow - I don't think they ' ll do i t as e arly as 
the first of October but it1 s - i t 's on the cards. 
See the Chinese have no a ir s ervice - they've had 
none t hat ' s been brought into - that we know or 
!or over !our t:eeks. So the Russians haven 't been 
help ing them out . And then they're short every 
place of field artill.ery. 

·-
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H.!l.Jr: 

C: 

H.ll. Jr: 

C: 

H.II.Jr: 

c: 

H.lii.Jr: 

C: 

H. lii.Jr: 

C: 

B.li.Jr: 

C: 

fi.IA.Jr: 

C: 

B.W.Jr: 

C: 

H.li.Jr: 

- 2 -

Yeah. Well, I've got some amazing information 
from K. P. Chen. 

Yes, sir. 

And just as a oon as he' a writing a lot ot 
i t out and as soon as I get it I'll have copies 
made-

Yes, sir. 

But the main thing is that he ' s very very pessi­
mistic and - ah - the amount of money that they've 
got won't last them- oh - maybe three or tour 
months at the best . 

Yes, sir . 
but - ah -
be the end 

Yes. 

They have - they have some DI.IDit 1ona 
and I - we believe that Bangkow w111 

of the drive. 

And then that they'll settle in and then they ' ll 
be worr ied to death by Japanese - by Chinese 
guerrJ.llas for a long time to come. 

Yes. Well -

But they'll Just kill those fellows, you know, 
cut their throats like they would a snake. 

Yes . Who cuts who? 

.Bub? 

)'lbo - who cuts whose throat? 

I say the Japs, wherever they catch a Chinaman, 
man, woman or child, will just cut his throat 
or stick a bayonet in h11D and that's the md ot 
h11D. 

Yeah. Yeah. 

I'll - I'll get you that, air, up to date - ab­
in tiae to.-orrow. I get it every week. ICY last 
one waa l ast Friday and - ah - there have been a ome 
changes - they're moving ahead now. 

I see. Well , 1t I could have it and thm whm 
we get this together I ' ll forward it all to 70U• 

70 
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Ct 

1! ,\I,Jr : 

C: 

H.M.Jr: 

C: 

I! .M.Jr: 

C: 

H. M. ,Tr: 

C: 

8 ,!4, Jr: 

C: 

H. U.Jr: 

C: 

B.M.Jr: 

C: 

- 3 -

I thank you, s ir. 

All right . 

And I' a glad that I've been of soae assi stance -

Oh, very mohr - ah - I - very helpful and I 
squeezed through that financing by the skin of IV 
teeth. 

(Laughs) Well , that ' s all right . It ' s better than 
not at all. 

That 1 s right. 

But I think it you w 111 go back over the t bought a 
that have coae day to da)' - - - we have been right 
from the start. 

As I re~~elllber i t you have. 

Yes, sir, we have. And even the conversat i on I 
had wi th you - i t 1 s come out exactzy as we figured 
i t would, 

That ' s r i ght. 

As it would have it . There's no hope tor it. 

Yes. Unfortunately you were r i ght. 

On - Yes, s ir. Yes , sir. I agree with you. 

All right. 

All right, sir. Thank you. 

71 
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H. M.Jr: 

Oper ator: 

H, I! . Jr: 

0: 

H.M.Jr: 

Ronald 
Ransom: 

H. Y.Jr: 

R: 

l:i. M.Jr : 

R: 

H. Y. Jr : 

R: 

H. M.Jr: 

R: 

Bello . 

Ylednesday 
Septe~er 21, 1938 
2, 52 p . lll . 

Governor Ransom. 

Thank you, 

Go ahead, 

Hello . 

call me 
arrives 

Yes. 

llr. Secretary . Marriner 1s going t o 
from San Francisco thb evening when be 
t here. 

72 

And I wondered it 1n the meant i me I'd be able to 
give h im any :Information about that stock-holding 
situati on of Stewart ' s. 

We - we haven ' t we haven ' t got it and I 
underst and/asked S . E. C. - they haven' t got i t 
either. you 

No, I d i d - I asked S. E. C. following llr, Healy ' s 
conversati on the other day - 1f he bad any 
information r egarding his stock- holding interest 
in the Trans-America which he'd like to gi ve us 
for information. He never - by the wa:y , be 
never called me back - he said be would, 

Well -

But the point was tb1s tha t the stock- holding 
books of the Bank of America are open t o you 
people and not to us, you see, and I thought 
your own examiners would know whether those 
stock books showed Stewart as a stockholder. 
That' s a vitally i mportant question. 

Well I took i t up yesterday and I took i t up 
today and I' ve been advi sed that - ah - up to 
date they have been unable to find out but I ' ll 
check again. 

Thanks very 11a1ch. 
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H.II.Jr: 

R: 

H. '-I.Jr: 

R: 

H.li. Jr: 

R: 

H. M. Jr: 

- 2 -

And U there' s anything I'll have Cy Uphsm 
call :you. 

Fine. Fine. Jill tell - tell lQ' secretary 
U he calls me - I ' m in a meeting - that I'll 
come out b ecause i t ' s very ver:y illlportant 
because they have to 

But look, all Eccles has got to do 1s to ask 
them. He ' d say , 11Here1 s this stock, do you 
own it? " 

That ' s perfectly true, but - ah - I'd like to 
be able to tell hi.lll -

Wel.l , we 've tr i ed our best but I ' ll check again. 
At t en o ' clock t his 1110rn1ng Uphsa said they had 
been unable to get you the information, that he 
hsd t ried his best . 

Thanks very DllCh. 

All right. 
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Wednesd117 
Septe~er 21, 1938 
4108 p.11. 

B. M.Jr: Bello. 

Senator 
Wm. B. King: Bello 1111 dear friend . 

H, l!,Jr : How are you? 

K: 

H. ij, Jr: 

K: 

H.Y.Jr: 

K: 

R.W.Jr: 

K: 

H. Y.Jr: 

K: 

B.Y.Jr: 

K: 

H.~ .Jr: 

K: 

li,II. Jrs 

K: 

Oh, I ' m alive. How are you? 

Well, I 1a alive. 

(Laughs) 

It's a -

Pressure on all sides. 

Right, Plenty! 

I 1ve - you know, lilY dear friend, in view of the 
tact that Mexico in 19 - before 1920 and 21 when 
we had the investigation - had confiscated 400 
mill ion dollars of American property 

Yeah. 

- killed tour or f'ive hundred Americans upon 
llex ican soil -

Yeah. 

- and shot across the lines and k illed a hundred 
and twenty- five -

Yes. 

And is now pursuing a course of confiscation, 
I•• not so sure we ought to revise the - the 
Mex - the silver act and deny - and decline to 
purchase Mexican produced silver. 

Well 1f silver - 1t the Congress will indi cate 
thei.r wi shes I'll cheerful]¥ carry thea out the 
W87 I alwSTS do, 

I know :you do W¥ dear friend and I -
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B. li.Jrt 

K: 

a.M.Jr: 

K: 

H.M.Jr: 

K: 

B.li.Jrl 

K: 

B.li.Jr: 

K: 

R.li.Jr: 

K: 

H • .Y.Jr: 

K: 

H.M.Jr: 

K: 

B.M. Jr: 

K: 

B.li.Jrt 

Kl 

- 2 -

But I- but I need an act ot Congress. 

I expraaa ..- appreciation ot your tidelit)' to 
those thSDI•. 

But hera I was directed by Conareaa -

I beg your pardon. 

I was directed by Conareaa -

Yea. 

And then i t you relll8mber :you people on the Bill 
asked 118 to give IV word ot honor that I • would 
do i t -

I know i t. 

And I did. 

No - not a word ot criticia•, but rather words 
ot prai se -

So -

- :you're entitled to. 

So it Congress - as soon as they .aet - want to 
change their Silver-Purchase Act - ab - I'll 
continue to carry out the wishes ot Congress 
cheer!~ . 

Well, 1'11 looking into it and it I could find 
that we may do that without undermining and 
destroying the general purpose ot the act -

Yes. 

Well, I'll be glad to discuss it with 7ou at 
Bn7 u .... 
(Laughs) I'll co .. down and talk with 70U• 

Do that. 

All ri&ht, air. 
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Adadral 
Wsesche: 

a.M.Jr: 

VI : 

H.II. Jr: 

VI : 

H. LI.Jr: 

\'1: 

H.M.Jr: 
tH• ... 

H.l!.Jr: 

W: 

H.Y. Jr: 

VI: 

H.M.Jr: 

W: 

H.M. Jr: 

Wednesday 
September 21, 1938 
4:40 p. m. 

Waesche, ~. Secretary. 

Yes. Gaston just tells me about thb terri ble storm up ott Long Island. 
Yes, s lr. 

Have you had anything since Jt45? 
Ah - no, sir. We haven ' t had anything - ah­since Gaston gave you that r eport. Vihile I was talking to him an additional report came in which I appended/to it . 

on 

Yes, - what ' s that briefly - very briefly? 
Ah - that they -ah - the last repor t was that Short Beacn was - ah Rockaway station was being washed away and Short Beach Station has not been beard o!' . 

Gosh. 

78 

Telephone colllliWlication lines are all dom in the exposed position and unquest~nably the telephone -overhead telephone lines will go out. And a force ot PWA workers are being assembled and will turn to to establish COIIIIILUlication lines just as soon as the storm abates. 

Who have you got in charge -
That was the last dope which came in just as I was talking to Gaston. 

Who have you got in charge up there? 
Ah - Bayliss. 

I see. 

That is, Captain Dempwolt is divislan co..ander and Dale Bayliss i s chiet ot statt and they ' re both on the job . 

Do you need any extr a help? 
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W: 

H.K.Jr : 

W: 

H. II.Jr: 

W: 

R. U.Jr: 

W: 

B.M. Jr : 

W: 

B.liJr: 

W: 

H. U. Jr: 

W: 

H. LI.Jr: 

- 2 -

Ab - no, air. We have all the belp we need. We have - our vessles all have ste&ll up l aying down the lower Sandy Hook Bay ready - rather dragging their anchors - of course it's blowing .-ore than sixty-fi ve ailea an hour. They will go out 1t they get an urgent call - they will go out anyway Just as soon as it aoderates a little bit but they ' re on the lower Bay with steam up - steaming t o their anchors because their anchors won' t hold. 
Bas the storm passed yet? 

An - no, sir, it hasn ' t passed yet. The report we bad, which was around - the first r eport we had which was around three o ' clock or shortly after was that t he wind was sixty- f i ve miles an hour and increasing. 

Yes . 

I should say that - av guess would be that Just about now they ' re having the heighth of the storm and that it w Ul pass on to the eastward and is -it is pass ing on t o the eastward t h is evening. 
Call me at eight-fifteen at t he house, will you? 
At what time? 

Eight- f ittean. 

Eight- tif'teen? 

Yes . 

Yes, sir, 

Please. 

All right . 

Thank you, 
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TREASURY DEPARTMENT 78 
INTO OI'P'ICa COMMUNICAnOH 

P'oo• IL •· s.rrta 

o.s. Ooft~11t ~1u .. an 1A auoac 4-..4 wiUI u.. ..rtoe\ 
ao\in, Prio .. or 1'rMMlr7 bollllla, at U.. -at, u. '"P 6 to l.S/32DIIla, 
with tha nn 2-1/ b or 11160-62 quoted 101.16 b14 , up l.S/li2DIIla , 'I'Naau17 
notu an up 1 to li/32D4a , with the 1-1/111' aotaa, 4ua 6~/4.3, quoted 
100.21 , up 5/32D4a. 
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EMBASSY OF THE 

UNITED STATES OF AMIIRICA 

London , September 21 , 1938 

Dear Henry: 

... . ,. . 

Thie ie the memorandum, about which I 

epoke to you, on the possible etteot ot Ster­

ling depreoiation. 

I t bas been done very hurriedly, as time 

has been the es~enoe, so it is not the last 

word, but it will give you a reasonably good 

idea. 

Sinoerely yours, 

Enolosure: 
Ae stated, 
in duplioate. 

The Honorable 
Henry Morgentbau , Jr., 

Seoretary ot the Treasury, 
Washington , D. c. 

IQl liVIq ~~~~~ 
... . .. ...•. . cojffU rot ~~~~morandum 
• • • • • • • • • • . . • at'tlt" · t8~ .ca--etary 

•• • • ""61' • stlll'\e-. "' • U AD 
~ 
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• B.O RA RDO . ------- ---

BI'PBC'f OP STBRLIIO DEPRECIATION Oil .AJITiRICA! 

BXPOR1' 'l'llAm 

n . «Hproo1at1oa o f t ho pound, 'b7 ....us.~ &oo4a 

produood in t~ 1Tn1to4 Stat oa -r• oxpena1Yo 1n toi'IU ot 

1tor11ng .nd or ourrenoioo liuaed to oterll ng, would toa4 

to onhanoe t~ oompot1t1Ye ~I' ot all otorl1ng-&Na pro­

duooro (a) 1n ~ u.s. ~ -r~ret, Ul4 (b) in our world 

export market•• nl• •tuAJ dol• not atte.pt to .. ..-... 

the orrMt 1.n tbe AI!Orieaa _,.lrotJ it ciMl• oal7 wi~ 

OD1to4 Statoo export t....S.. 

A• a ropro•ootat1Ye u.plo or Aaorloan ollport v.a 
throu~out t ho world, tbo UD1tod IUqdOII Nrlrot, wbieh 

talc .. about 18 poroont or 11.1 u • .s. Olq)orta, e.~ be •hd1o4 

in - Mtail. 'fhe s eneral utvo ot our t....S. 1D tale 

OD1to4 IUDpo. 11 aot 'NI'7 41ttor•t r- tbo a-•al Dahi'O 

or OlD' total ollpOI't ....._, ao ... be- f.- U.. to:u-1111 

tabll wb.S.IIl lhon tbe per_..,._ Wbl.lll tbo ftlu ot Vlla1to4 ... " ' . 

ltatoo export•, la tbo tlrot ool- M tbe 11a.Uo4 It~, 

U14 1a tbo ou , oo~ M U.. Qaitod ltatoo wr14 • l&t 

- I 'I 

• 
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I ltH 
'I'ABLI lfO. I I • ot Total u.s.A. Bxporte 

I I 

I 
I I 
I I 

CottOD lt.l I u.o 
!'obUM 1a.a 

I 
I 4.4 

I I 
Ol'ain an4 Flour I "·1 I .. , 
• ••t PI'04uote 1.4 

I 
I ·' I ... 

P~lh Prult• • Vegetabl .. ••• I .., 
Wood an4 Tlaber a.o 1.4 

011•, ,.,., eto. lltallho'V'M t . l I u.a 
I 

l on-tei'I'OUe ••tale a.a ••• : 
Iron and u .. l .. , '·' I 
II'Oft Ore • !left~ ••• I ••• I I 
.. eh1MJ'T u.o I '·' I 
Veb1olee (Auto.ob1lee ) a.a u.a 

I 

Oh..S.eale, Jlrlaa• a. DJ-• I a.a 1.1 
I I 

JU.4•• IUI4 lldu, \IIIIIH•M4 I 1.1 I 0.1 
I 

lleob1eal Oooda (•ebta.., • .. ,..., .. , 1.0 • • .. , 
I I 
I I 

AU •U... I u.o • ••• • • 
I 
I I 
I 100.0 I 100.0 
I • 
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'l'bo OCIIIPOt1t1• wi~ otorlla&-IU'Oa oountrloa 1D .,.. 

oxpona to .. rl4 .... keto h DOt ••r7 4l .. 1a1l.ar to U.t: 

onoountore4 lD tbe -.it:ocl .11q4oa, ao that 1'0'•61'17 U. 

proporU• ot 0111' tft4o wbloh w01ll.4 bo bit b7 a torl-

4oproo1at1• to ftl'lou ~tboUMl. l .. ola ~4 DOt d1tter 

woh botft«< o\&l' total aport tra4o, an4 CNI' oxpon -...... to 
the Oll1 tocl Jt1Dgd011. 

In tbo 111'1t1 ah urkot, atorliA&•IU'Oa produeoi'O (1D­

oll.l41ng tho united Jt1ngd-) are CN1' pr1nol~l o-pot1t:01'8 

1n t ho Mloa ot prod\IOta whloh ealte up about &a Jll~t: or 
our tra4o, while 1n a oonaidorablo a4d1t:1~ __ , 

atorl1ng-aroa oountr1oa are aubatant1al oo~ot1tora. 

Tho following 1a • at:t:..pt: to oatt.ato, 1n ao tar .. 

poaaiblo, tho •o1mt or lhl1 tocl atat:oa oaport: t:ra4o to u. 
lltl1tod Jt1ngdoll wbioh wCRA14 bo .. r1ov.a17 attoot:ocl b7 a do­
proo1at1on or atorllng to t1 .. arb1\Parll7 ohoaon ~•ala. 

87 •tho UICNftt aor1oul7 atteno4• 1a •-t, DOt the uoat: 

of trade wh1oh would bo loot, but U. UIOWlt o r t:N4o wbilh 

would t1J14 1ta ooapot.1t1•• poa1t 1oc "rloul7 attoat:ocl. Ia 

tho oaeo ot -•t: agr1oult:ural prodaota ~. would - 1D 

ottMt tbo po1Dt at wb1oh aa1 .. 1n tho IJIUto4 Jtlnsdoll .... kat 
would han to bo -.do at a lo .. to -•t: t ho -~uuon ot 

at:orliA&• ..... •-t:rloa, 1t tbo 'fOl- or OqN»rto -· to 
bo -1Dta1..... Ill t:bo - ot _,. .. utaot:we4 arUaloa, 

1D m1ob w ._..to abion,. wUil 11Uto4 Ba(IISOII paocl•••, 

tho po1Dt: at whiob Pl'1••• ot AJMI'lee pocla w'llld boYO t:e 
bo raloo4 ln ,_ ot atorlln& .. a bo tell• I'GIIC)ilJ' .. t:bo 

polat: at 111b1ab tbe ooapot:1t1 .. .-altl011 wGill4 bo aorloul7 

attMt:M. ,_. .... utaot:woa ot .a.wlMn .,.ola1t:1oa, • 

art:1alao 
Regraded Uclassified



I 84 , _._ 

artlol .. 80ld b el'o larg .. 7 on t helr <lUU1t7 praot loul7 

1rroopoot1vo or pr1oo, a chango 1n t he dollar aterllDC 

rate h .. been taltm t o hold no throat to our eo&pot1t1vo 

pooitl on. I t t ho rat e or • .a5 ia taken aa a ot artina 

point, otorl i ng depreciation would ro~reoont lnoroaooo in 

tho r elative value o r tho dollar ao followa 1 

,.ao - 1:( 

,.'75 - - - 2.1~ 

•• 70 - - - 3.1~ 

'·eo - s.1~ 

'·.a - - -10.~ 
Incidentall7, American ott1ciala in touch w1 th LondCD 

i mportora or Ameri can producto are or the op1n1on that tho 

c~orcial uncortaintioo engendered b7 a widely tluctuat1ns 

dollar-atorllnr rate haYo a 4otrtamtal ett oct on trade 

apart troa tho a ctual rate at m 7 slYen tbH . 

The oot h :at oo wh1ch follow are or noooaol t7 vel')' rou.gh. 

l<herovor 1ntonaat1on wao aY&llablo tt-c. the trade thh baa 

boon uaodJ whore ouoh data wao not aY&llablo, atat 1otioa 

havo boon oar orull7 etudlod and t ho boot poao1blo eu••• 
-do. The roault o are obown 1n tho table which tollowa 1 

In thl :s a tu4.'7 tho atorU.q-aroa ie taken 001 

.. ,. 

• 

.· 

' 
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... 

t ABLI IIOo II 

I 
I I I I I 
I I I I I 
I I I I I 
I )'M4t!!INr I ... 1-..a1'Utve• lftkl I •to .. 1 Mahr1al•l 

I I I 
I I I I I u,aoo 1',700 I lV,OOO 1 .. ,0001 ••• I I I I 

I I I I I I w!Nl4 "- I I I I att ... I I I I feU I I I I I 
I I I I 
I I I 
I I I .... I 100 I 1.900 100 1.1001 lot 
I I I I •• 10 I a,ooo I a,1100 1,100 I 1,1001 ••• I I I I &.'70 I 10,100 I a,ooo 1,100 1l'r,I001 Uol 
I I I I •.eo I U,IOO I 1,700 .... 18t,IOOI alol 
I I I I ••• I u.100 I u.100 U,IOO 11'r1 I001 ... 

I I I 

' ' ' ...... • ' ltuti .. I ... 100 I . ... ' .... -. . .. t I I • • I ll,IOO t .... • .... , ...... ••• t I ' ' • 
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!ho obovo .. t1-'-• pat the •0\IDt or OW' aport 

tJoe4e to tba thllted It~ Cloh mul4 Olq)OI"lOilOO ... ,. 

cUtt1oul t1oa 1t aMI'llng toll to ueo at about 30 peruat 

and 1r t h o J)O'ID4 toll to 4.60 d about 60 pereeDt, wbllo 

tho tl'a4o Cioh .., uld bo praotloal17 laattooted work a cnat 

at about eo porontJ a v•J'7 -11 aaOIIDt wcnald bo attoot..s 
by a aol"o or lou po.-..nont :.. vel ot 01'011114 4.80, 'llbllo 

1o.. tha!'l 2~ or OW' trodt woul d bo attooh4 bJ a doproo1a­

t1on to 4o70 . 

'Pbo rood and .... -tol"lal a mupa .... t ho ~ bptl"~t 

ola•••• t~t wauld ~tror, in oplto or tho toot that oottOD 

and tobaooo, togotb ... ropl"oaont1nc ovol" 23 pol"o.nt or aa. 
total oxpol"t trado to the ~ted U Q&dca ( lGSS ngvo), 

would bo JNoh l o .. thnatoDed owt.na to OW' pro&.lnanoo 

•• ouppUora or tho quolltloo eDd tJPOa -•t uae4. 

Appendix .t. ohowa ln dotall the 1'-• otudloe ln the 

l!l&ldng or t ho oboTo .. t btotoa. ~o uo aleo attaohed 

tabloa (Appondlx 8) abowlng tho VDltod Statoa, otorllDC­

OI"oa, and otbor, ooapotitlon l .n the Utlitod Xlnf;doa llllpOPt I 

market tw -•t or t ho prinolpal ~1 u .. , wl tb abort 

ooam.nta ln aa.o oaaoa aa to t ho probable ottoot or atorllac 

dop.-oolatlOD. 

'there 1e alao attaohed (.t,pp.adlx C) a report bJ Ill'. 
LJtm MooldJui, the c-ro1al .t.ttaoW 1D x.-doa, 1D etala 
bo oatl•toa tbo approxlaoto valM ot .t.orloaa o~_..• M 

tho otorllns aroa whloh would appOOI' to bo tbroatonod "7 
tbl doproolatlon or tbo pCND4 to varlou ~*hetloal lnola. 
Ill'. lllooldaa' otllq 1a a roup oatlaato or tbo __ , ot 
tlftUed iitatoa tJqtOI't traM Ciob .-14 probabl7 be aotualll 

loot 

-
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A!.t!! ~ !! A ·. 

V.&. liiPCilft I ••u• u.s.A. , 
I &pOl I 
I I I 
I 1NI 1NT I 

I I 
PO'lD ~IJII.l " 'roBACC1 sl11 801 t aB,a&l _: 

I 
ORAIII & f'LOUR I 1.3?15 I a1aeo , 

I I Wheat 11 I 1,881 I 
Barler 1,08"1 I 1,~ I 
R1 oe I ., I aa I 
P'loUJ' I eo , '115 I 

Other I (168) & (lUll) I 

I I PaRDIIIG-STUPPS 18G m I 
I I 

Llnaaed Oaka tc l.leal: 7D 1 111e I 
Other (50) I (Q)a 

I 

Dl IRY PT:ODOOJ 6 I ea , 
I 

IIJ::A'l'S - I l.!fl a.w , 
I 

llau I 1 1 1501 I 1,'6'7 Baoon I 61 I 18 
O&Med Pl g TongllOe .. I .. 
!'ros en Pork 1 .. M 
Canned 1-.t 'l'ollguee tala Ul 
Prosan a.t To~-m•• 168 I M1 

Oth er a (186)& (aM )I 
I I 

I 
I f,fl! I ..... I 
I I I Appl81 I l,ftl I 1, .. • 'lrapaflol&l' I U. I II I 

Or ang e a I 110 I •• I Pear a I - I 
..,, 

I Pltaa ' • , I ... 
Othe r (ta. ... te)a (IOih (Mlh 

IUft .U lllfiOK C«*PRTUnl 
POSI'liOJ WOULD BB Sli.'UOUILJ' 

AfNO'tliD 

onart .. ted beoau .. ot !lllbd4J' unatreeted be .. ueo or Qualttr 
•·eo •.eo -

•• eo 

t . eo 

onattHted beeauee carw4a 
~nat1nf oo.petltor. 

•• u 
•• .,o ..'10 
•• '10 
•• .,o -

•• 'PO .... .... ••• •• eo -
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... 
I I 
I v.~. I•Cilft I RAft A 'r WII ICH 0 «*PI '1'1 '1' 1ft 
I PROM u.s .A. I Posmor WOOLD DB Sl:RlouaLY 
I &000 AP'PBC'l'lm 

• I 
• I ~ I 1.., I 

I 

O'i'H~ JOOD t al81 I g • .aa 
I 

Sau ... ge Caa1ng• .SII ~ I 4., 70 
Ph h, r roaen 4:J I ~ I •• .a 
Canned llal.Jaon I 1,~8 I 1, 060 I •• 70 
Prunll • 4.N I 11811 I •.eo 
Ra1a1na • 1160 I 74:5 I • • 80 
C.nr ed ~ruU I 

(1n 87J"UP ) a,.aa I a,1u I .. 70 
Canned l"r uU I I 

(no augar) I 801 I n .a. a 4.00 
Lard I 1,1171 I 1,8311 • ..oo 
Prater~ I 1ag 1 81J I 4.00 
Oluooae 168 I l8S I 
cu aa,P1oklea, I I 

Canned Vege t Qblea 11111 I n;a. I 4..60 
(716)& Other 

TO!lACCO 

I 

I 

11"a00'7 
I 
I I 

I 
I 

I 

n.a. I 4.60 

U .l7f 1 4.,70 would arteot .. ,. U •1111•. 
1 4. , 00 WO\lld a tteot NY U 1/i alU. 
1 4. 0 40 Wca.lld at"teot M7 £8 allllca 
I Pl'obablr UDat'teoted NeauH ot 

po,.lar ~ ot • v1r g1nla • tobaoao, 
U2 allllon. 
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Aaphalt 
Otber 

r • 98 
• "' . . !!! !!!.~ !!A : 

I I 
U.&o IMP-S 1 

I PROI u.s ••• II 
1. ____ ~&090~~------, 

UH 1 1N'7 

I 
1 u,aea 1 aa,e58 1 

821& ' 1)07 I 

' ' 

IU1'l> AT IIIliCH OOUPJI'lU'IYa 
P08IYIOII WOULD 81 I EJI IOUIL'! 

AIPBCttD 

UO I ~ I Total. a~ppll•• t'ro11 non-aterl1Dg I aa~roee 
I l<la I 8~ I •• '70 
I (308)1 (386) I 

t.f!l a l.lfl a 
' ' Xahogany, SaWD 1 1.0 lot I 

1,no a 
l.o.t t 
1,8a ' 

••• o 
•• .o 
4.60 .... O.lc, Sawn 1 • 1•181 1 

Other llarcilood ~- 8M t Sortwooda, .... t 1.1u 1 
Pl aned a. truae4 t 6t'7 t 

Otber t (618) t 

I 
I I 
I 1'71 .. ' I I 
I I 
t 

' ' }!I 

' 
' !!I t 
t 

- t (l'rl)t 

' 

Uli ' (6N)t •·eo 

ao1 !Ja 

Jl 

1 6.80 would .Zteot M7 &1/8 a111101l 
1 6.70 would atteot M7 &1 lll11101l 4.60 would atreot M7 u lllll la 
1 4.60 would an .. t M7 lA 1/1 lllU. 
1 Probably IID&Ueote4 M7 &la 111111• 

I 
I 
I 

' &.II! ' 
' '901 I ,_, 
' 
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I 

I 

... 
V , ,; , IIIPCIIft 
PROM U. S . A, 

£000 
: 

I 
JV.ft A 'f Wl!I CU C OIIPI'!'fl fi Y1 

POSITIOB WOULD BB S~IOUSLT 
A I'PEIO'I'BD • 

I lDH 1~7 

I 

I 
Ill DRS & SJ:I liS , 1 

Undre•eed. 1 

I 
'ur Sidna (ex,rabbU ) 

Other 

a.aaa 
a,aae 

I 

I 
(87) I 

a,g7 
a,lN 

I 
I .,.c) WOill.d att .. , MJ' alleN' 
1 £200 OOOJ probablJ' .-.laiall 

£2 ;!111an not atteote4. 
(&a) I 

------------------~--------~------~---------------------------------· 

Brltt lee 
Dl'u.ga, raw 1 
ll ln 11 Rlo•phat •• ot 1 u. .. I 
reat hera 1 
~nllll&l Hat r 1 
See4a ( Agr1oul t\lral) 

Ohella 1 
Other 1 

I 

I 
!S, I !!l 

I 
INti 
&G I 

I 
150 1 
M1 
1111 I 
!101 
811 

(N) I 

n.a. 1 Chien,. -rteote4. 
n . a . 1 Ch1eny UD&ttMte4. 

I 
n .a. I •• 70 
n.a. I •• 70 
n.a. I •• .a 
n .a. I •• 80 
n .a. I •• 70 
n.a. I 

• 
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• 
. ~ . 

•st • " 
., ! ll ! ! ~ ll _.A_ 

I v.a. DPGna r llAft A'f WBIOJI COIIPII'flnft 
r PltOM v.a . A. I P081'fiOR WOULD • lllllla.I.Y 1000 r All iKJtD 
r • I 
I 1 .. I 1.., I 

I 
1 M,IMlr .. ,Yal I Jll ~ -- _.,..._. 1'-
I I 1 u r1- ... et t'a1r1J' -... ·~-I 1 n .. u.. v-.11,. - er .. 
I I , .... 1o U. 1J.Jt. NJI'••••• epee1a1 I I I '11'8• er qu.aUUee llblG ..U M I I -rtM'Muwta~e--..uu.,. 
I po.tUen b)' atwllac ,.~auen. •• "" ._, or , .... tw .. 1--. 

1 baa t:beret- be• t:alcea u at'tMt:ed 
at clU'ter•t: rat:ee, e4 •- part u praotlaall 7 1a'Nl!Mrebl8. 

I I 
: Ill() I 41! I 
I I ... AbJ'aah aa I a. •• • 1 •·eo WOI&l4 art .. , ..., &aO,ooo. ltt 14 B1t: .Aa~t: I n.a . 1 S~•• ar• non-at arll ng ..... Glut • Qlu_.. n. a . •• '70 Otbar n. a. 

I I 
J!!r I. OM I 

I I 
:UOI n.a. I 4.80 
.I n .a. I ,.ao 

I 
liar n.a. I 4 . 80 

I (10'1') n .a. I 

I I 
1.ana a.m I 

I I I 
I 108r n.a.a lkNJo&ea eb.J.•tl7 nen-.t•rl lAg ..... 
I •• n .a. a Probablf al.l apealal U •• • 
I l 11Ur .. ..,.. '•'0 woald at'tM' M:1 &'POO,OOO • 
I lllr ,,., .... 
I 1Hr a .a. t '·'0 -u .,,.., .., u<r,ooo. 
I ... "···· , ... 
I (Nil) D.a.a 

"·aa.· I I 
80r n.a. I • • '70 
lOr n.a. I '·'0 ..,.,. n .a . 1 4ol0 W0\&14 af'tMt: 8&7 &n,O(IO l!l.e I ..,I n . a . I Prloe A lltohall&• "'• ~'· Fbot ogr&llhl• 1 a:HI n.a . I •.aa wCNld at'tMt: .q &14,000 • •d1 oo.l. Inat. a. Ap-p . 1 40'71 n . a . I Praot1o&ll7 unatt eot:ad. Regraded Uclassified



Opt1olll Goocb 
Otber s ohn t 1!1o 
Cl ooka " Watohea 

Other 

I 

I 

I 

I 

• • 
-a-

u.Jt. x•P<Itft 1 
IROII U,S ,A. 1 

!Uft A'l IIlliCH COIJPB~U'Ift 
P~IftOW WOULD BB SDUOU8L1' 

AI'PBC'l'al &000 I 

I 
47 I 

l&e I 
66 ; 

(62) I 

n.a. 
n.a . 
n. a . 
n.a. 

I 
I 
1'·'0 ·~ld att .. t 
l'e70 •~ld atteot 
I'• 70 woul4 att .. t 

NT 1.7 tOOO' 
aa7 t.lo , 000 
M7 1.661 000 

I l.OM I 1,08'7 l 'e80 w~d &tt .. t aa7 IJIOO,OOO 
1 1 , , ,70 w~d att eot M7 1.4001000 

I I 
I 8,~1 I l1,7af I 

I 
'I'Jpewr i tera I eo& I &38 I • • 70 
Other orr1oe W1e ry1 6N I n .a . I •• 70 
llaohine 'l'oob a,ut 1 a,..a I •• eo wou.ld arr .. t 
Pap II' l!aldJia 106 I n .a. 1 , . 70 would atteot 
Pri nting • Bookb~~- ISla I n.a. 1 4.70 would atteot 
Retrigerat1~ ~ la7 I n.a. 4.70 would atteot 
Sew1ns • Par a 1 434 I n .a. ', 70 would at t aot 
Textile I M]. I n.a. 1 , , 60 woul d atteot 

Other s( a, 11110 ls n.a. 1,,70 would a ffect 

I 

!!! I 
.., - I 

I 
Pl)'WOod I 181 I 184 I •• 86 
Tool Handle• I lll I n . a . I •.eo 

aa,. fioo~ooo. ..,. . 
.. ,. 1.3110,000 
•• ,. 1.340,000 
aay 1.1:101 000 
aay t.UO 000 
aa7 u,e~o,ooo 

H&rdwood P'lool' fik• ll50 I n. a. ChJ.e tl7 a u.s . Speo1a11t,-. 
Other e o , (1511)1 n.a. 

~ I 68 1 - ..70 
I I 

I 
I 

~ I J!!l •• 70 
I I 

I I 
771 I m • 

I I I 
lAatherBooh A Sboaa 176 I n . a. I 4.80 wCNl.d att .. t aa:t &11, 000 
8toOk111ga 1 boM M 1 Ul8 I •••• 1 ,,eo would atteet .. ,. uo 000 
VD4ei'Weu (ea.IIDit ) ua • n.a • 1 •·eo ~ atr .. t M7 &.116~ 
OUter •-'• I 218 I D••• I •·eo would atteot aay,&lll, 

Other I (lat )a I 

.. 

Regraded Uclassified



-a-
!!! !! ~!! ! 91 

I 
U , It e lJIPOfl!l I RAft A't WlliCK OOJI PlU'I'fiQ 
Pll<* u.s.A. I POSITIO• WOULD BB S tftiOVSLT 

&ooo I AFPBCT&D 
I I 

1811 I lNT 

I 
1 a.1e? .. ., 

.t llod1o1De• : IN I 

" 'tonnl nz &at . 1 118 I 
Pr int er• Col ore ?OIJ I 

oah,Jltt ,otba' I 

tba'l Drug • & 07•• tJ6l I 
Other (81 )1 

I 

"·!!& 
I 168 
I 1aa 
I aae 
I 8& 
I 358 

011 I a,aoa 
I a,aM 
I U'7 
I aa 

Soap ) I (113) 
I 

I J!1 I 
I I 
I 188 I 
I 281 
I <an>: 
I I 

I I 
I .!!!! 
I 
I 1118 I 
I t 41M) .. 
I I 

I lal4! 
I I 

Ia porta I •,aeor I 
I .,. 

I 
I 18 I 
I (18)1 

I 

n .a. Praot1eo117 uaatt .. te4 
n .a. 1 Praet1eo117 uaatt .. te4 
n. a . 1 •.eo wolll.4 ort .. t 117 taoa,ooo 

I 
n.a. I Praet1ool17 unatre6te4, 
n.a. I 

I 

e.zn I 
I 

n.a. 1 Praot1ool17 unatr .. t.a 
n .a. I Praot 1ool17 un&tfeo\14 

818 •• .,o 
180 I Praotlooll7 unorteote4 
Gil II I Praot1oo117 unotteote4 

a,44e I Praot1ool17 unorreote4 
8,188 I Proot 1oo11y wnorreote4 

181 •• 40 
404 •• 80 

n.a. I 

I 

!!! I 
I 

1?& 1•••0 ·~• arree\ ao7 £180,000 eo 1Praotlooll7 unotreote4 
(308) I 

I 

., - I 
I 

n.a. I •• 10 
D.a. I 

I 

'·!II • 
I 

r..a. 1 •.40 wolll.4 arteet 107 &1,000,000 
n.a. 1 Praotloall7 uaatteot~ 
n .a. 1 Preot1oa117 unatteo\14 
n.a. a 

I 

Regraded Uclassified



' 

·. 
91 

Al.l.!! R ll....A-

I I 
1 U,J;, IIIPCitft 1 
1 PROM u. s.A. 1 
I &000 I 

itAft A'f 'IBICII COIIPI'rl'flft 
POSI'fl:OII WOULD Ul aEIIIOUili.Y 

APnC'l'BD 
I I 

I 

I 
!!!, I 

I 
I 

I 1,&61 I f,USI 
I I 
I 148 I 110 
I 466 I n.a. 
I 8"14 I ., .. 
I 11'1 I n.a . 

178 I n .a . 
I 158 I n .a. 
a(l,Oll ) 1 n.a. 

I 
I 

I 

•• eo would artoo\ .. 7 &11,000 
4,.0 would arroot .. 7 &&0,000 

Praot 1oall7 UD&rtooto4 
1 Prao t 1oall7 unattooto4 
I Praot1oall7 unattooto4 
I Praot1oall7 unartooto4 
1 Praotloall7 UD&ttootod 
I 4,eo would artoot .. 7 £1001000 
1 4,70 would artoot .. 7 &&001000 
1 4 , 80 would attoot ••7 &700,000 
1 4 , 40 -.,uld attoot •&7 &no,ooo 

Regraded Uclassified



-· 

APPE N D IX I 

T~.ll.k NO . 

1 . 

a. 

•• 

o. 
7 , 

&. 

~ . 

ltl , 

lib .. , 

llarl eJ 

L1neeed Cake II Ileal 

Haaa 

Canned riga 'l'orl!I\Ma 

l'roaen Pol'lc 

Canned Beat 'l'ang\aae 

Apphe 

, ..... 
11 • !lauaaga Caelnp 

U • Canned Sal-

l l . 

lt , 

l C, 

llald~na 

Canned f'l'ld t ( 1n a}'l'\q)) 

W"Cl 

U , SUl.._ 

\8 , 

U , 

ao. 
hheg I• 

..., Oalr, 

I 

I 
I 

I 

I 

1'/IBI.le 10, 

21. 

a. 

Ba-r\ !lar4woo4a (other t.Mn 
Mahocany, Oak aDd Tallk), 

Sawn ~ttwoo4a, 

Planed an4 PreeH4 liar~. 

a•. Raw Cotton and Cn'- Wae'-• 

25, Roeln 

2C, 

27, 

20, 

ao. 
:11. 

:12. 

:~:~. 

aa. 

1"111' 'lid Dll 

Iron & StHl tc Manlltaawrae 

lloo-terroue lletale aDil 
~Unut'aoturae, 

tlmlrought COPJ*' 

Blea U'loal Ooocla, 

llaoh1nery 

Ob8D1aala, P.r••• Druce, '''• 

OlaM nd fA&tbep, 

l'at.t IA&tllar, 

I 
I I Ho 

Olle, l"aq Ul4 Raa1DII. 

Yehl~. 

Regraded Uclassified



u. s ••• 
~ ot 'lo!e! 

5TT.RLING ARIA COUKTRIII 

Brl U 8b Ill41a 
Auat...Ua 

· - ZMlaA4 Othol Brltleb 
~>wM• 
Portupl 
Ar&enU.De 

Total or Sterlln& ~ 
~ ot Total 

Total .t l on-s terlln& GPOUp 
• or Total 

API'I'liDIX B 1 0. 1 

Val•• or u. K. t.peP\a 

l OH 

a1 

•• 
1,4114 
e,eaa -11 

l'P8 .. 
3511 

U6g011 
.1 

78 
aa,aoa 

a 
Ill 

ua 
:IU 

aa 
aoe 

l,ata 
la'r 
lH 
ao'7 

1,eu 
118 

86 l 8'14 
7o.o 

17.!19 

&.1000 
l!U 

1,881 

• •• 
• 101 

u:11t 
aoo 
18()a 

eoo-
7,aot 

-~801 
·' ' 

10 ,1411 -

26{S&I 
3 .o 

tO.fH 

... ""_ ....... ''- - -1Uac ....... ' &a 
Ule 8PlU., .aftet ~J dtb tile al4 .t a .UIIl~. :rt 
h ••14ea• that tbh llllbal~ nuU '-" to be lM ,.._. 
bJ a.u t.e ..... or .......... n .... u.... 1a .. ._ 
w..to, at &1 • t t.IO, tbe w'blll~ -u bo•e to M &.­
-Mil 'bJ - aad Glle-beU _ .. to ... •••• ,_ 'lmllhol 
1a ol'ller to .-pete w1tb A7pntlae Ul4 Autrol1aDtfiM'• 
lA tbe eatllaua t h• entlN ...,.., ~· ot 10M llaa 'bMia 
lna111ded lll tbe _, or .... a.4e 'llbleb -u ut 'be 
art .. ted br anr depreolat1en ot aterlla&o 

• a.u-.... Regraded Uclassified



• o . I 

!WtLBl Yaluo or I . K . Iliqlar~. 
1.1000 

Fr. lNa 

u. s . A. l,otl 

• o r Total 11.8 

ST~LIKO AREA COUHTRIBS 

Ireland 1 In111a 18 Auatral1a 1M Ot her llrlthb •• Denaarlr 208 
1 ~pt 811 Ira• 7!10 Ar gentlno ~ 

Total or St orl 1nc 
• ot Total 

<'roUp 1~ 
6a.a 

OTdl-ll COUH'l'RI 8 S 

Chil o 1~ Canada 481 Ruoola n• Polan4 119 Oer.m7 (and Mollan4) ~ l!el r iua .. SJr1a sa Caooboolo'falda .. 
Ro~1a 1,088 
TUI'k07 • li'&Jl I' Otbor Yo reign 110 

'hl\&1. or •--star~ ~ ~~ 
• ot 'l'o&&l •·' 

TOTAL 
S of Total 

a,ooe 
100 

) 
) 

) 
) 

~ 
l 
) 

lN? 

1,aoe 

1'1.1 

IndudocS 1Zl 
• otbor Brltteb• -an 

8'10. 

1,711 
3'16 

:1,016 
u.a 

aoa 
1,111 

au 

161 

1&3 

ao 

·~!M 

~·· 
7,188 

100 
s lnee Aaol'lean bel'lo7 h or a apeolal 'JPO u..4 b)' Bl'ithb .. htora~a • lAv- 1n pr1oo woald probab17 ban no otr"'• &114 n en a lUl' l'lM would not haft a -rkacl ottoot - taw trade. 'ft» total -t or - u.4e baa, tbarororo, ~ p&t ln tbo ••'t.a" ot lobat &lob 1e ..... uoa117 ~r.oU.. ........... Regraded Uclassified



( 

f'tll'PI l SI\!lFI 

LU.SiroD CAli • ,t"ltl lmr.L 

Proa 

u. a. A. 

~ or 'l:o t!l 

Si' 'I 1"1 AJtl"A COU?IliU~ 

I.n4J.a 
Auatra11a 
Ar 0an t1ne 

Tote~ or Sterl1n& Gl'O'QP 
~ or 'l'otal 

OTIWR COUNTlt 1!8 

Canada 
Rueda 
l apaa 
Bna11 
Other Yon1p 

Total ot H- IUiOI'l iDa Ol'O'QP 
~ ot To'-! 

'l!WI.L 
• ot 1'ftt1 

•. 

,. • '9t.~ 

110, • 

Yalu ot u, ~ Illporte 
aooo 

l tlaf 

a to 
1J 
Q 

•oa 
"'·' 

8 

-a • 
ae 

o.o 

1101 
190 

) 

! 

lN 

86af 

n• 
70,8 

11 
~2 

-190 

Regraded Uclassified



u. J . " · 

r or tfqtal 

Total er Sterl1ag Oro~ 
~ ot 'fotal 

0'1'/I ~R C01n'1',IU 

C&Deda 
lillaa•llan._a 

1,1100 

10 

110 

1eo 
I 

1,aeo 
80 

1,aao .. 
I ,HO 

100 

10. • 

ltft 

180 

110 • 

1,100 
10 

1,510 .. 
a,110 

100 

:! OQ 

• 

Regraded Uclassified



• 

lfO. I 

.!!!al 
li.\COW Val .. ot u. x. X.,..ta 

aooo 
p._ l!H lUP 

u. s • •• n • 
• ot 'f!)ttl Oel Oel 

r• !KO Aft!A C02 1Rl•S 

l relao4 l , &aa 1,aae 
Ot t or Br l tl tll 1 I 

1nla M 01 eae 
Latvi a U 4 lN 
'Ea t boola 172 li'P 
s- !1en 1, 01g 1, 000 
110 .... 7 ... 4&e 
Do.-rlr u ,gw lll , ate 
Ar gon U ne .,. 8()e 

Total ot Storlla& 0~ 
'J fit 'foul 

1~06· •• 
l 8bsal 

•• 
"'':'1"11 COUJ11 lKS 

l!reaU 1' 
Cea.da 
Ru .. la 

•,aaa 
151 

&, l l'P 

L1t huan 1a '7M .,.,. 
Polan4 1, &21 1,88? 
llo ll.AIId a,oea a,on 

l f>l-
., ) 

liWlJUJ .. ) 
Yu&aalav1a 

.,, ) 446 
~a .. ) 

Ot her Porel p .. ) 

4'otal ot • - s torlla,c 0.... 
~ ., 'l'otal ·~u. •• 

1o&:M 
·" 

TOtAL fin' , .. ., 111 , 180 
~ fiC 'lekl 100 100 

Regraded Uclassified



10, • 

!M1 
5lAFISD PI GS 3:2wr.vu Yalue tt U, Jr, X...rt• 

P'~ lPH 11" 
o. s. A, 411 .. , 
,c t t 'ft¥1 .,,,, .,,,, 

.. ~ Rt.I !!::l AIID COtniTJIIQ 

0 \ber lwithb •• ... 
Penrul'k 101 101 

'l'otal ot St t rUJl& a... 101 lot 
• ot Teal n.a 18.1 

~11!!11 COOIITJUJ!!ll 

Cen•d• 8 .. 
Other Port1iJt .. • 
Totel ot • OD-Gterliaa 
• ot 'l'oul 

Oroup . ., .., e.• o,t 

~u. ee1 -~ .r 1'o\al 100 100 

Regraded Uclassified



ro. ' 103 

l!!ll 
J> IOZV PO itJ •al•• or o. 1. 

.&1000 
x...,.. • 

,,_ 
l•ll lU9 

o. 3 . •• " •• 
~ ot Tot1l 1.1 a1a 

l" I I I( I AIIFA COUTilllltS 

AU t Nl.l.a ... ttl llew <.eel•M 1.501 1,'760 o~er Brlt11b - -Araent1ne 1178 . .,. 
l ote1 ot Gterll.D& J roup a _, .,106 ~ ot 'fetal. I'P. l a. a 

O~ft Ca\T!I l'RIQ 

Canada 18 n Other FoH1glll lt 81 

Total et Won-Gter l1n& Group ~., • ~ ot ~.kl 1.a lo8 

'!O'l'.U. a.Tao a.a6l ~ et 'l'otal. 100 100 

Regraded Uclassified



"' 
104 

( wo.a 

!!lt 
~A1illal> DIP 1'0WOUU Val•• or u. '· .l_.l'tl 

p,.. l!H l!U 

u. :s. Ao 1H 1ft 

j( or ToHl lT.t 11.1 

>'i.'"I'L! I 1 ! lilA COtJ,"fR l ii'S 

AuatNl.la l'P ) 1f 
Ot h OI' !IP1thb (Cana3 ., 10 ) 
0.• ll'll • Araonti.Ae aN .at 

total et Stor l !Aa Group ,.. tal 
;( or ?otal oo •• t'7ol 

~'T r R O!mlf:£BI1!:3 

ftaaal.a a'F 
BNal1 11! U4 
o_.. .. r-1.- a ae 
V~7 .,. ,., 
'foUl or ~terlla& 0....., ~50 .. 
~ et Total aa.a Uo'F 

TOTAL .,.,. ... 
~ et total 100 100 

Regraded Uclassified



IOo • 
••w Val,.. ot Uo ll:o 

&1000 
x.erte 

f'~ liM 11'1' 
u • •• •• 1.t'70 1.110 

' !t 7oa1 .., .. 
!I'I'!RLI! O Ali!'A COO '1'711 8 

Allat reUo 1 08'1'0 10QO !n Zoal&Dd NO MO 
o~r lll'lUib uo 10 

1'oal ot SterllJia Oro"QP a.aao 1 01'1'0 
~ et t otal .. to 

""''!I!R COU!ITIII28 

Cuada 1.680 10 '710 
(Ot h are nog11~b1o) 

Total ot lf- a to..-1111& a..,. "et total 
1.680 

ao lo'NO 
H 

!Of AI. 
" or Total 

a • .ao 
100 

•.eeo 
100 

AH lwll<lb t ho t.ooda 1A appl .. h b1 ;h17 o.,.petitin 
la o,...t llP1to1n 0 1t h not eo • •b price •• ctUA11tr and t1ael1Aeee llbieb a;onl'lla tbh •rtrot. All 1Aoroooo ~ 
&.1$ 1A tho pP1M ot Aaof'l- apploo .-14 aot n aeao caPllr eut d...a lllpona r.- t ho Ualtocl lat... 1M Bl'lUib 
publlo waoh Aa_.lMD opploo 064 orop ....Utt•• haft tar 80PO latlll-0 Oil tbh tNM tboa doOO Pl'lMo At 
t bo pro-t tt.. .-., tO$ of GNat lrUaSal• illpof'U 

105 

ot troob I'Nlt.,.. tn. tbe •t•u.a ..... WlllfTU ~ aa" - troa u- Ual'-4 atoto•· • 101& prlM utt-\lal• h-•.,.. wo~d oortola17 ~ • oloelraS., et S..Orta t.. the tlalto4 State•• 

Regraded Uclassified



r 

l OS 
10.10 

PBA!I vat .. fd u.x. x ...... 

~ ltH ltft 

o • • • •• Ito .,0 

' tt ,,, ., .. 
:l'l'I RLI!G A!!- A C0Ul/TRIE8 

11Dl• of s-tb .l1'1'1• 110 ao 
• -tNl1a MO . .,., 
»hooll ana ... eo ao 

'tokl ot l ter11As ~ eoo 110 
~ tt 'l'otal u • 

OTUIIR COUNTIUJ!'JI 

Canada 10 co 
Bel&!• 10 10 
o~ ... Pordp 110 110 

Total ot •-starU.q OJooQp 1'1'0 820 
~ tt 'fetal 18 18 

'fOtAL l,MO 1··'"' 
~ tf 'l'otal 100 100 

Tba ciiiUt -.,.u toN -•111& ... tra11o aa4 ~ •tn•• 
-.th 1a taa. ISOutboi'D ~apbera• OOJIPOUtlOD -'A aet 
'bo -~•r1al17 ott.,•• nt tbera a1&ht " • ...s.aeu• 1a 
•• : U• ot "'-1- ,.... st rvU U be • .,,._., tt 
1ntretoo tbe pr1••• 

' 

' 

Regraded Uclassified



r 

SAUSAOB CABIIIOI 

U. !) . A. 

~ ot Total 

S't'l!J.I HO ARIU CCXJJI'J'RIU 

I n Zealand 
Other 81'1 thb ( bol ucUna 

Oonacla) 
oen.aJ'k 
Argentino 

' otal or Ste r ling 
~ ot Total 

r.roup 

07IGJI C 00 11TR I BS 

eanada 
Other Forelf?l 

Total or • on-Sterl i ng Oroup ' 
~ or Total 

e l ett.atM. 

... u /P 7 

Value or 0.1:. I...,or\e 
£.1000 

ae.a 

let 

151 
6 

u 

' 69 
37.9 

aaa 
aa.e 

l , U'r 
100 

.... 
1&8 

188* 
a• 

•e• 

~ 
11.6 

all 
ae.o 

l , ITt 
100 

' 

Regraded Uclassified



110.18 

g&lnD Yl•• Yal,.. ~ V0 x • ...... 
Pre 18M ~ 

V. s. Ao 
~ ot 'l'otal 

1,110 
11 

l,cmt 
81 

~~'RLlnO AR~~ CO~TRIII 

Japan l,O'rO 1,110 
(8odet IID.l•l 1,010 l,O'rO 
lllaeall.-a • na 5}t e.U»le 

Total or Starlin ~ a,OfiO ..... 
~ ot t otal .. • 

QZII~tll COU!j!RlU 

C&D&d& '1'10 
11aaallanaoa. • naal1s tble 

Total ot ._StarUaa are.. '1'10 '710 
~ •t 'htal Ill .. 

'I'OtAL 
- et 'feW 

4,J.a0 
100 

.... 
100 

lion at the ,,.. '' ef .._ .. Ml I o N eol'4e4 &a 
-a1pe4 r... ....,, .. •uta - h = t.o lie a challJ ~ 
Japau• H'l~a, aa4 the t 1 .... tor tbta c•U• u, 
tbe..r .. , 1Dal ......... tale ..... 11111 - _ut ... 

: 

Regraded Uclassified



JIO. lJ 

RA.ISipl Val,.. et Uo Ito 
1!000 

I ••rta 

,~ ~~~H I.' I% 
u. s. Ao MO 'P40 

:' or Total •• 10 
r :tl.Ili>l AlliA Ct)U~fRI IIS 

1Jn1on or South Ah'1oa lJIO 110 
iluat ralla 81!0 ~ 
~ 11eelaneoue 40 'PO 

Total or Sterling Croup l$)10 1 , 100 
~ or Total u .. 

OT!l R COU';'TRJ" S 

SpelD 160 100 a ...... aao 180 
l Urk:r aao 810 
U ao lan-• 40 'PO 

t otal or lioa-Ster l 1Jaa 01'0111P 'NIO eoo 
( or 'fok1 N 28 

'l'O'rAL .. ~ a,uo 
~ or Total 100 100 

A 8 . 1:( 1nel'HH 1n the prlee or Ua1ted Statee 1'11111Aa 
woul d h••• the etreet or lnel'Nelac t he ._.,. t oP llollth 
Atr1ean an!1 Aua t JNllan Nle1aa. 'the" - trlaa al1'H47 
aup ,~17 about MJf, or CJNet BrUata•a N .-l,....U while 
the VD1'e4 Statea _,. 1a ~. I/ ~ lee-•• ..,. 1~, 
tM tlalW Stataa 'N4~ -fth .. , 0001000 a ~. -u 
b a eer1oual r b&ndloap • 

• 109 

• 

Regraded Uclassified



Cell Jm l dVl! ( PRIISIItnt> 1J 'f!JI SJ!!JP ) 
I;() 

Yal•• ot u . 11. . lilpofto 

u. s ..... 
~ or 'rota! 

:ITf ol.ll• ARJU. COtniTRI IS 

Aul tNl.1a 
South Aholoo. 
Br1t111h ltal&Jll ( pinoap) l .. ) 
OtMr !lr1 t1~ 
J a pea 

7otal of Storlla& Group 
ot Total 

OlllliR COU,ITflll!S 

l!M 

y.t 

en 
108 

1008 
a 

aaa 

a,u~ 
;,&.7 

Oana~ 17~ 
xta17 s• 
lla-11 e 
Ot her Po:rolga l SO 

... 8 

Aua t r.Ua beiDa tho ~lot oo.pot1tor or tho Unltod 
Stat01 1A tho ••n ed t.ult tNdO would profit bJ a tall 
i n aterliD& tboqb t ho pee\ ftPll\f ot pro4uota 1D­
olu4od t n Wa lt• •arr ta tho .. xa•t•• ..... uu ... 0114 
tbe lllpoftalloo or prleo or .-usr. Oil u. wllelo, tM ••• •le• ot d ttt-t 11 ,_, tntt• ... _.U•• ta 
prloo ehaapa a..a .. \fPO ot l'nlt 1 t•••• a-• .. llf 
oltta UIAitb .. , 1111'1\llll ll&laf&ll pl...._ "t ~ Q~~Wlo, 
tr ftttlot•Ur e!lea.,_ ~ otbor _ .. f'Nita r.. 
'-• •• woul.i ••U 1A .... , .. ftl_., 

• Blts.Jutod 

Regraded Uclassified



!l!!m 

p~ 

U, S, •• 
~ of Total 

ST~RLIN1 ARFA COUH'l'lll"'S 

Br1t1ab Countr1ee 
Ar s e nt 1n e 

Total of SterUng 
f. of Total 

01'0up 

O'l'WR COtr.rRI~ 

Canada 
8ru11 
1Ueoe1laneoue 

Tota l of Woo· Ster Un0 Group 
f. of 'l'atal 

liOo 16 

Value ot u. a:. 
QOOO 

liM 

1 , 570 

•o 

aao 
n o 

71110 
11 

72 15 
280 
&•e 

1,1150 
41 

:t.pol1o 

111'f 

1,835 

•a 

1180 
eoo 

teO 
a' 

~a 
• 

'I" 
1,aae 

31 

,,lU 
100 

Aaer i oan l ard woul~ be di eplao~ t o e oerta1n exLent 
b7 .ll'pntlne and illrp1re lAJ'Ic1 1.D the Bl'1t1eh au'ket if the 
pr1oe roee 1o,C. At &1 • t•.eo, bowe .. r , the talllD;S ott 
in d~ would not be nbotanual, ~ the oter1ln& 
aN&o eupp17 -11 a•r. or. OI'Mt Br1cau' • n.-.. 

.111 

• 

Regraded Uclassified



wo. u 

!O!IA!CCO ~ Oll!::a\IIVV6mntlll) 
Yalu e1 u. Ito X...m 

Prell ltM &II! 
u. s. •• 16,1500 u,ooo 

~ ot 'l'o t&l a. 80 

::?'!!'' I lf1 AR A COU!i'l'Rll!S 

Southern Rhode•~• aaa 800 

M)'a .. land 1120 too 
tndia 660 800 
o~ .. en t t.h .,. 100 

t al ot Sterllna Oroup 
• or 'fotal 

1,eoo • 
a,aoo 

11 

OTll 't'l COUill'f!I I IlS 

C.a••• ~111 800 

lllaoellaneoua au 1500 

'l'otal ot J-8ter11ag Oroup 1)$1 
1C or Total 6 

1,100 ., 

'1'0tiL 17 ,160 1'1 ,600 
~ ot Total 100 100 

SlnM the UD.Ue4 ! tat .. aupp11ea o~ or DrUlldl 

tobaeco nee4a, an lnaNaw 1a pPlM or I~ or 1~ would 

• • a .. lat~••1r -.all 2 s•ete att .. t oa --. t.ede. 
NaYartba1eea, a prl .. l noNa .. ..-14 , ... to att.alet a 

t he alr•••r notl ... -1. p .. otiee., .... ,, ... '-1~11 
quuauu .. or ._, .. to-.. .. r•r ._._.. wlleeee 1A 

the wU•a- lll'lUA a1pratta b1_.., Ia tM 

c~t T•ar In4len &1111 Cana4l- a-.PU•• bne Mteb1T 
1n&JIMea40 

11! 

Regraded Uclassified



"• a. •• 

·m ~"""!,! y rra 
... th.., !"e"111'1 • l ta.lr, 

~Pit~ ';e-.a, • Pe l p ua 
am1 t:nU•• ••• 

ltOe lf 

YalM f/1 

-u.o 

'"·' 
-

u' 

Gin 
100 

v. a:. 

r 

I J a.., 
JR! 
0 2 .... 
• 

UO'r .... .. 
100 

113' 

Regraded Uclassified



JIO.ll 

IJSO• CM Mp 11!0! A!J) !!T !1, fCIAP 

Vol•• fll u. r . Iaparu 

Froa 

u. s. "· 
( ot 'fo\!.1 

sw~• 
t'oJOWa;r 
lll'ithb ~1N 

O';HJ'TI CO'O'l:TI! U 8 

Franoo &Dd Colonioo 
8l)dll 
n ooollanomu 

t otal ot on-Oterl1ag a~ "' of Total . 

'i'O'l'AL 
~ of 'total 

1,1117 

1,aeo 
&00 
&00 

a,2eo 
a7 

2 , .00 
1,000 
1,&00 

• ,~oo 
611 

6 , :5&7 
100 

&1009 
lN' 

1,100 
800 

1,000 

a,eoo 
1,100 
1~00 

6 11JOO 
48 

12,&00 
100 

't!Uo tN:So 1n 1C37 01U tho lot ,or pert o! 11M •• obno"NallJ hlgJ11 c1\ao t o Ulo ooore 1t7 o~ 1- OJIIl noel 1n area, Brltaia. 'l'bo Nlapeoltloe or tho toritt oM r lcot oo:141tloee w111 l>I'O~'IIlJ aotoi'UllJ ro4•oo tblo 1 t • 1A tho t'lltiUN tNt tblo ~'.t• will .. , bo &he to atorllll& ~S op ... lotl.oeo 

114 

Regraded Uclassified



115 

IIOell 

SAnf " AJ'O'!A!J Yal• et tJe K. 
&1090 

x,. ... 
F- I!H l!J" 
o. s. •• 1~ 1. 
~ fd Total .... aa.a 

~T'Rl !!~ ARJ! r.~UWIRI£8 

Br1,11b Coantr i oa ( loao Brlthll 
llr1 thb Ronduru ) lloo4'11NO 

( CaM4a - nil ) fl.r;ueo .. , 
... tlallle 

'total or Sterlin,. Group 10 
~ of ~otal u.a 

'MI R coo .'l'Ju-a 

8r1Uab Rooduru .. 
Otbo• Jo.etgn - Pranao, 

Peru, Braa11, oto. M 

Total of IC- Storltns Ol'OIIf 1311 
~ of Total •s.a 

l'Vf.ll. aae U'7 
- et Total 100 100 

Regraded Uclassified



IA!!lf OM 

110. :PO 

Yaluo or u.a:. S.,OI'ta 
£ ' 000 

hoG• 

U. S.A • 

._ of \obl 

t.1'l!llLT'iO Alii:A OOUII1'RU:8 

8r1t1Ah Oountrleft -
(0~•~• negltglble, chl•fl:r 
h•elan~ an~ Aulltralla) l'5 

Japan 465 

To t al ot tltl!rllnp; Group 490 

~ of To till n . 3 

C'I'HER COliiiTRT• 0 

Pol•~ 
Y11f!0 l!l .. la 
OtlleP ( Ruu1a, o.-:r, 
ete. ) 

Total of Mo"-8terllng O~up 52) 

• ot Tohl t>? .IJ 

!OTAL 2, 298 

~ ot tot• 100 

, .~, 

100 

Regraded Uclassified



f. ot Total 

BAD IWU)IIOODI M'lll!ll ~ 
ilHOdAJIT, Oli ' fii:. 

STKRLIIO ARK! COUWTRIES 

Auatnlla 
Other 8r1t1ab OOQDtrie• 

( exoll.l41na Canada) 
P1nlan4 
Japu 

total ot SMrUna ~ 
f. ot 'fottal 

O'!'HrJI C Cllll'l'ft I!l 

lana4a 
Polaftcl 
OeNAI\)'0 l'NnM0 eMo 

... a 

Value or U.J:. :blpor'• 
.c•ooo 

ae.e 

818 au 

1/1 

.. 
11So1 

• ot anllable 

,08 
aa ..,. 

1,100 .... 
a,.u 

100 

• • 

. .... 
100 

' 

Regraded Uclassified



NO. a 

U lrlf SO~:J!!I Valto of o. '· x ....... 

"- UH 1!1' 
o. s. Ao 1,146 1 , aaa 

• or To Sfl e • 
~~ I I I. A 'I ~"A c r u TliJ~:s 

" 1nl.N14 a,eoo 7, 000 
! atonia ;,()0 400 
Latrta 1100 1,000 
Swal5oo :~ ,1&0 . , 100 
IOI'ftJ 50 100 
lli eoot lanaoua 600 1 , 000 

>otal or Storltna Orou,p lO, fOO 1:s, eoo 
t or Total '' .. 

r •R COOUTR ~S 

Caaa4a 4 , 100 a,eoo 
!JOY let tiDiOil 4 ,7&0 7,~ 
lolaD4 a,aoo 2, 800 
k1aoollaneo11a 37'1 

Total or l oo-Stor11Qs ~ 
• or Total 

11,0&0 
.g 

1«1, 0'7'1 
aa 

TOTAL i 2 , 1!4111 &O, Goo 
~ o~ 'l'otal 100 100 

At t ha preaet ''-- AMI'ia&D OJ~POI't a •~ oort 'IIN4a 
to Oroat Br1t• la are llll4er a " " '" M441 ... ISM to tbe 
lOG,! bau ao.4 tho Brl tllh -~at ftlMU• t or na'­
pvpoooo/ Aa7 1aor .. oo 1a prtoo POn.ltla& r - oter U a& 
4opreo1a t10ft -u, tho NfoN , JoopU'Illao tho •tin , .... 
1a t h h p...,...t. 

118 . 

' 

Regraded Uclassified



119 
110 •• 

YalM ot u. 1.. 
61000 X...'• 

Fr• l!H l!U 
u. s. "· .., 'II 
!6 of l'oUl ae.a 81 •• 

fl,,z 0 AR&.\ CO!!l!'{lll PS 

artuah ( otb•~ tbaa Canada) • 
•o'-1 of S'orllDa orou, a 
' ot i'ot al. •• 

~~l'l"R Cf l' 71tH' S 

C•n•M aa Polall4 11 0\hoP rorolcn a:! Fb.i l .,._pllwo 1Y 

'fotal of w-s torl1na OI'OIIf .,. 
~ et ~Mal la 

'!MAL &TI 'Nl % or 'total. 100 100 

Regraded Uclassified



• 

( 

• 

12 
wo. 8, 

RAW COT'l'OI AKp COl'TOI WASTB !?... 
Value ot U, 

1.1000 
)(, n.a>ort• 

p~ 
l!!~ ua., 

u. s. •• 1'7,682 20.111a 

~ ot Total 
I 38,:5 4a ,:r 

STERLL'IG ARI!:l GROUP 

Br1t1ah Waat Atr1oa :5111 48'7 Br1t1ah Baat Afr1oa 64.8 sae Anglo-E~tPt1an Sudan a ,1o. s,1e1 Bri t:lah Iru11a 6 , 258 5 , 1181 Br1tiah Waat Ind1aa 1111 14e Other Br1 t1 ah 42 fa FlgJPt Q,'712 0 , 895 Arge ntina l 1 26S 6GB 

Total of St a rl1ns Group 20,452 20{394 f. of Total 44, 6 4 , 8 

OTHER COUNTRIES 

Peru 2 ,6~ s ,1aa 
Brasil s ,9611 2 ,840 
Other Foreign 1 ,184 1,'7411 

Total or llon- storl1ng Group 
f. of Total 

7! 7811 7 8S9 
7 ,1 ie.1 

TOTAL 45, '761 48, 746 
f. ot Total 100 100 

AlthoUGh Amer1oan cotton tonaa the bae1a of tho Br1thh 
cotton t exti le 1ndueti'T, oo.pot1t1To product• from etorllAs 
area eourc .. would undoubtod17 d1 ep1aoa a oerta1n quant1t7 
ot Aaeri oan ootton 1r thor wore giTOD a a. lf. pr1oo premiua 
and that r1u &J'tl tr would 1noraaea pros r .. e1Tolr u t1ma wont 

' 

on, The Un1t.d Stat .. and the etarliAs aJ'M N Oh WPP1.1 
~or the Un1t.d nn~•a 1aporte or raw aottcm and eJ 
a4:\a4 to tba pr1oa of "-rioan oo U on would naJ'I'OW t he pr1oa .... ~ .. 'bat••- .a-n- •'M""&• aJid Kgpti&D 1oaa etllpt. 

In - kln.g tho oetSaataa 1t baa 'bean ae.-d that ...,""•'"""' 
or our t otal c ot ton o~q~orte would be bit at t4,80, &1 m.u••­
at $4.'701 &a 11111l1oa at t 4.6J an4 a'bO\&t "l1111111oa at 
tho r.auln.g 1.1:5 a1111oa of our 19M uporta 'betAs Prtlo"C :•-~•1 

1n-YU1narablo. The oett.ataa or the aaount a wb1ah auttor 
a&J 'be loolra4 1lPCID u t b a fl'lAsa wbiah ~ - under 
MTara ~t1t1oa at tba one end ritb ! QPtiaD oott oe an4 

tba other ri tb Indian oottoe. Regraded Uclassified



ROfll 

u. s . .... 
~ ot i'oftl 

sn a.:ma ARRA cotnn'JU!S 
BPlt18b Countrl oo 
p talend 
llncSeA 
or .... 
Pol'tllpl 

Total ot Sterling Gro~p ~ or Total 

orl!R COWl!ftp;S 

RaNia a. _, 
YRDM 
Spda 
Ot~ l' ... lp 

Total ot '-Sterl1q Orcnap % ot 'foMl 

* .Bethatod 

IOoll 

UH 

--a • 1'10 

1n 
21.8 

-a 
8& 
12 

" 
118 

u.a 

881 
100 

lfi'P 

• I .. .,. 
aoa 

aaa 
10. 8 

) Inolwle4 1D 
) Ot~or Forolp 
) 

l,l!C 

VJ.21 

' 

Regraded Uclassified



10. ae 

I'! !'1':1!<&. f!!'l)l'(~ l"D , •':T~ft T' AN !lA"l\1'1' llP:U.i 

• 1'0111 

Value ot u. J: . lJiper\a 
f.l.OOO 

1J . -'i e A. a.~ a.ll4 

------~o~r~T~o~ta~l:--------------------=~l~.o~----~1~6£2,5 ____ 

n41a 
AuatnU.a 
•ther llP1Uah 

Soan.UI'IAvla, .,yp t and 
Japan 

•'otal ot &t arUng Croup 
or Total 

ca,..da 
l .. toundland 

hu ata 
0•~7 
r ran .. 
l l'llll 
0 tbar t or a l p 

rotal fl/t llon• :lta r l1A0 OPOup 
1 ot Total 

TOTAl. 
< et To'-! 

1, 7111 
10 1 

1,• 36 
168 
300 
1!70 

1 , 41:5 

10,41 
lGO 

ena 
178 
oa..: 
no t 

availabl e 

1 , 8114 
611 

3 , .)37 
1M 
32. 

7 3 
not ava1hl'.la 

'l'bcN)l tb a tn&llc er the ~;~u .. 1a the Bl'ltl.et ..,...t 
c._. ,.._ n-aMrl'-& .... -..ae lUll -•r d p rla• 18-
crea .. Wft.l4 ,Pl'ebablf tan4 ta :!.laldeb t <>tal aen~Uaa 
to - •• ..... 

121 

Regraded Uclassified



,... 
u ••••• 
• or 'I'O&al 

!!IJILII O Ally C0!1!11!1U 

Jn41a ...... ..... , 
other •nta 

~ID COU!!NM 

o-... 
oa-r 
Bel81• Lu••••• ,._ .. 
11•••--

10·., I 2 3 

Yalllo ~ u.x. 

l!!tt ... 
•• 1 

... 
1,'101 

4118 • 
• .. ! .. 

NoB 

1,081 
1,701 
1 , '711 ... 
1,181 ..., 

·.::: 
111fG 

100 

&1000 
x,. 

1.., 

a,OM 
1a.a 

... .. .,. ., 
141 

·l~ w.o 

.. 

1,a'Pt 
8 ,01"1' 
•,eoo 
1,ore 
I,M'r 
1,1'Pe 

11,111 
100 

Regraded Uclassified



u.s.A. 

• o r Total 

STU!LI!IO AI\BA COOJI'IIUBa 

un1on ot sou th Atr1oa 
Morthel"D Rhodeo1a 
In41a 
81"1 '11b Mal070 
Auati'Olla 
loi'W07 
Japua 
• hoollanoola8 

~tal ot Sterling 01'0\lp 
~ or 'total 

OTtrul C CIJI 'I!W!f 

IJorl& x-. 
Canada 
So•lot Ulll• a._.,. 
lle'borl~ 
Belt l-
SW1 Uerlallll 
Mea! eo 
Chilo 
Ml-11-

~'-1 ~ ._SMrllaa ~ 
• ot !'Mal 

IO'IU. 
- ot ft'-1 

Yalao t4 V .Eo 
&1000 

lW 

10.!56 
ll0o8 

ua 
110 716 . .., 

l ,N& 
8'18 

l,Ola 
eet ., .. ..... 

1, .. 

-~ 

11,111 
100 

1M! . . .,.,. .. , 

-e,.., 
l,lae 
l,M'r .. .,. .. .. 

11 

11._061 
rn.o 

.. 
18,110 ... 
1,, .. ... .. ,,. 

0
tll 

1,101 
e,101 
a,-

-~ .... 
100 

-

Regraded Uclassified



125 

Ke.n 

UNI!J!) lll!!!pO'..! D!J>ORTS 01 O!!W!!WOJI'!' OOJIPI! 

BT OQO!I'RJIS 

P'ro. ,US! UIZ 
u.s .A. 
• ot Total 

1,110 
1.8 

2,840 
24 

ST'-Rl.INO .Ull:~ CO!Iri'ETITORS 

lfortbll'll Rhodoo1a D'IO 1 , oeo 

Other Br1t1oh ~p1re :no 100 

lllb oolleeoua 10 100 

'l'otal ot Storl1D« o roup eoo 1 , 2&0 
• ot Total 1S 10 

~R I'OR!I:l9J! COOII'l'R!!S 

Oau4a 4 ,0f0 ll , e40 

Ob11o 140 1,Sto 

V1oooll.uo- 80 180 

'l'otal ot Ol'np 
• ot '!'o\al 

,,,.o .. 9,110 .. 
OIWID 'I'OfAL DUSOitiS 1 ,110 
• ot Total 100 

ll,fOO 
100 

Regraded Uclassified



( .... 
uftXTIR JIFpCI! T!P'9m Of u.aom;o.u. goops AIR Alf6N.'J'UI 

n ooymns 

u.s.A. 
- ot '!'otal. 

MteoolliiiiHII•• 
•lilly Br1UIIh Japlre 

Tnal ot o~ 
- ot total 

snm• rmp c~'l'l'l'ORS 

Oerr ,. 
lfotberluh 

hlll• 
Mh .. 11a ... 

Mal. ot OIWp 
- ot or.td 

0...0 '!'O!AL DPORft 
• ot 'l'fta1 

ltH 

l,OSS 
18 

1811 
II 

eso 
660 

110 

fDO 

1,410 

" ... ,. 
100 

111! 

100 
e 

1,000 

800 

~0 

fOO 

1,aoo ,., 
e,ooo 

100 

121 

Regraded Uclassified



IIACJBI.Illll y 

u.s .A. 

• or Total 

STilRLIHO AR!! OOI11!!!!I!! 

h eeleD 
DmMaJ'k 
Brl t1 ah oountriea 

'l'o tal or sterling a:roup 
• or Total 

O'DU!R COUJI'Dtl!!! 

Om&da 
JI'J'aDM 

::~::r-s. 
Bel g1-
..-1\afl1'1 ... 
11• .. 11an-. 

IOoll 

Yalu ot o.&. r,. u 
&1000 

l!H .. ..., .... 

1Ll50'1 
Tel 

··~1 .... 

lR! 

u,,. 
• •• 

l,Me ••• 

10,~ .. .. ..... 
100 

• 

Regraded Uclassified



Jfooll 

ORITI!D p!!Op!l! I!lfORT8 or cnmqow . pm. DROO..'I "l!l! 

BY CQWl'!'RI!S 

Proa 
u.s.A. 
~ ot Total 

OOl.QODp 

ST!Rl·n;o ARU CO!Il'81'ITORS 

Arse11tln" 
Norwa,. 
Br1 tllh Eillp1n 
WhoellaneoWI 

Tot el o f o roup 
~ of To\al 

OTI!!R rpnRJ21 Ootnmii!S o._,. 
htllloe 
swt\ .. rlu4 
S.1s1• 
Cued a 
Rotber111Jl4o 
UhooUueou 

Total ot Oroup 
~ of IIDtal 

liM lli!! 

:'!00 S70 
see no 
860 1,000 
380 soo 

1,82& 
1& 

z,u.o 
1& 

, ,1&& 
8 !50 

,,600 
fiiO 

800 8110 
IIIlO 600 
600 6!0 
4&0 000 

1,100 1,100 

8 011011 .. e,oao 
te 

11,100 11,800 
100 100 

128 
I 

\ 

Regraded Uclassified



LJ•Tm 
• OU OI !rip 

J'J"CCII 
u.s.A. 
- or Total 

STX!!I:n iC I.R!:A COUNTRUS 

Br1t11h Oountr1•• 

(Aaount rroa Cana4a 
aot nool'4ec1. In-

orea .. 1D l~f -r be 
1•:r1r Coa41an. 

o Total 

OTH!R COOt!llUIS 

OeNU7 ........ 
other rore1p 

llo. A 

V AJ.UI 011' U. X • I!P9fl'l'8 z ooo•. 

lt~ 1tSf 

!88 17S 

!10 . 8 41.1 

18 '15 

a.a lf.f 

178 86 

eo •• 
18 • 

To\&1 ot llon-ster11aa Oroup 114 174 
• ot Total 4f 41.1 

TO'I'AL ... 6M 
• or Total 100 100 

-

12' - 9 

Regraded Uclassified



Jlo.M 

PAT!J!J' L!4THQ 

1tse lts' 

~ 
u.s.A. 
~ ot Total 

STIRJ.I!!! ARU COU!TRnS 

Brlthll 

Total ot Sterl i ng Group 

~ ot Totel 

O'M!l'!R 0 9!11!'1'RD8 

O&M4a o._,. 
BollaD4 

Be l si-

u I'll sua,. 
Ot!Mir 

11.4 

-
-

!!54 

15 

I 

s 
11 

• 
Total ot Xo~t..Ster1111c Gzoou p IM 

~ ot Total ae.t 

Ill 

100 

u.s 

I 

• 

sat 
10 

I 

.,. 

•• 

••• 
.. 1 

100 

Regraded Uclassified



..... 131 

II COOft1!W .IA1Ili 
fl wri 

,.,_ 
u.s.A. 
~ or Total 

ST!RLJJIO AlUlA COW' TITORS 

ID4la 
BrlUah KU!~P 
Dr1\l•b Wee\ ID4lee 
Otber Bri\leb :aplre 

To\al of Groap 
~ of Total 

orRRR FOR~ICft COUP•TITORS 

ltexleo 
8oorle\ Ualoa 
Du\eb Wee\ ID4111 ....... 
lle\blrlaah 
Dfto &ae\ ID41N 
lfta 
Ia • la 
Mleeellu-

To\11 of GJ'Oilp 
• of TO\al 

OIWm TOTAL Illl'OJml 
~ of TO\al 

l ilt lft! 

.00 
100 

2 ,1!10 
12& 

2, 99& 
8 

1,7&0 
1,!100 

12,000 
too 
100 
&00 

&, !!10 
2 ,1&0 
1,000 

211,4&0 
n 

1!11 0000 
100 

9,7110 
10 

1100 
1110 

a,aao 
100 

s,aoo 
' 

a,ooo 
1 ,!00 

1&,400 
&00 
t!O 
!00 

a,!IIO 
2,1110 
1,800 

Sl5 , !00 
f'S 

41,too 
100 

Regraded Uclassified



• 

..... !3 tv 
VIJIM IJPDCW pPOQ¥1 or ymwg 

I Iall114 lac 1111•'1Yea, IllS,., ... alnnn) 

1! OOOIUI IA liP. 
1tSI ltlf 

rroa u.s ..... S,1&0 s,eoo 
~ ot ! o\&1 .. " 

ST!RI.Illl ADA COtll''"TITORS 

llfeclldblel 

'l'otal of Gnup 111 100 
• ot ,.o\&l 1 1 

OTHl'!t 1C!pG! C9111!TIN!S 

Cu ... f&O NO 
Ow Q' 1100 8fO PnD•• li!l no 
lo\lall'ladl 110 .. 
Ilia leU•- lfO 100 

Total of GIWp 
• ot Total 

1,nG 
Sf 

1 ,1410 .., 
GJWrD TO'l'U. DIPOMS 
• ot 'l'o\&1 

D,100 
100 ··-100 

Regraded Uclassified



------ .. 
!!!!!.Q!! ~ 

Ulll 'l'BD S'l' A 'rU 
DBPARTMBNT OF CO~~OK 

Bureau ot Pore1gD & Doaa a t 1o Oommeroe 

of t M C-rc1al Att&obl 
tabU IJ of t he ~ted .ita tae Of Alner1oa 

J> oelon , ~'n, land, 

~rcmorandum t or the .AIIIba .. aelor 

September 14, lDSI 

!3 3 

'l'he r ou,;hl7 approxhtate valu e o r ,.,..,er1oan e xporta to 

the oountrlu 1n the ater llng group 'llhioh would ap~ t o 

be threatened 'b7 tM deprao1atlon of the pound h t & .S.U1oa 

at $4.86, t26 lld.ll1on at t•.ao, t l OO a11Uon at $4.50 ua4 

$160 a1111on a t e• • .a. 
'!'he above eatlaatea are be " d upon an 1nte e1 •• at u4J 

or ~er10&D ·~• to tba a ter11ng area 1n 19~6, the laat 

year tor wh1ob adequate data are avail able , and ad juat .. 

1n aoccmSanoe Wi th the s enaral trend ot trade ln 19~? ua4 

1~. 

Separate m&l7"• h&Ye 'bee -.de o r the probable 

erreot or the h1t bol' doU&J" ra t u upon our e.xporta to tho 

11n1 t ed lt1ngd.olll and upon OW' e><pOrta to the re•lneler or tl» 

a ter ling Sl'GQP 1 

'rho 1nd1oat ed tbraat to OUl" t nde With the 111a1 t .. ling• 

Cloa at ... 88 1a .. l jll JIUllOilJ at ••• 80, $10 .S.lUOOJ d 

~·.eo, t40 1111111•J and at • •• .a. t aa .s.w •• 
cwrooepan41q aetS..taa ror tho otbor oowatri .. 1Ja 

the aterll!la P"CNP area At t4.88, tLl/1 .S.lllODJ a t t4•80 

tlli Jdll1on1 at ... eo, too .uu-1 ua4 ., ... .a, tee .uu •. 
Ae 
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l34" • I ... 

.u a baale t• _.. tonptq eetlaaue I tOOk laM 

oon11~tl- u.. ru• t.bat QP te sept.ber 1 tbe lAnd• 

We• York rate -· a: I 4 ... 10. O•eequ•'17 '1118 ..... 

rate repreNDte a r iel 1n the dollar or 1 PIP MB'J f'.-», 
II per _,, t•,eo, IS per -•• and tt.40, 10 PIP -•· 

tbl W.tF largest o rUt)' £.ftla.•• e t .....-. ,._ 
the Ulllted S tate•, repreMnUng 10 PIP eet or 0111' teta1 

sxporta, nre "- euained ln dlkll. or 011r total 

export• to u. world ot ta,Ut,o ld..Ul- ln ltae, u.. 
etvllng IJ'OQP took t"OSJ.el 111111-, or .a.e PIP -•· 

Detail• tallcwr \ 
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Cotton 
Auta.obilel 
l a oh lnAI1'7 
'l'obaooo 
Petroleua 
l"oo<lat\lttl 
Steel 
Olletn1oal1 
lloo4 
Copper 
l'lll.J and paper 
• ur1 
Ph.otoSftPblO goodl 
llaY&l lt-1 
IAat.blr 
Rubber £ OOCS. 
Cotton -.n.raotaro1 
Airorat\ 
so1-.uno l.Dat r wt1, oto. 
Coal and ooke 

(a) Jo8].1611»1• 

l&a.'F 
188.1 
a•.1 
1JI1.0 

88. '7 n.e 
15'7.8 
•• 8 
ae.e 
ao .o 
111.8 
11.8 
••• o.a 
8.1 
'7.0 ... 
&.'F . .. 
(a) 

1,0111 .1 

Pei'OR'~I or 
bpoi'LI to world 
or MOb 1te 

• 'FO 
ae • 38 

" 38 
.a 
H 
a8 

" • " eo 
~ 
eo 
u .. 
• (a) 

.a.e 
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The poulblo reperouoo1aae ot oon.Sa ... ~ 

ratu upon the pr1Do1Je]. o IU.t111 llblab" eapGI'$ 

are 1118SO•to4 ln tho f'ollo-lng hbloo. !tao tlrot 

repreoento Ul ottOI't to apprdM tho Pl'OPII'UOD ot 

t l'tldo 1n oooh o IU.t7 t.hreot-.4 1n tbo tlalt.cl King-

doa and tbo oou " that 1n tho ·~• ot tbe 

aterlllll ~~ 

1~. 
• • 
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....... 10 ... eo 

Co&'- • I Au&.ni1M :5 a 
.. ohl.nei'J :5 a 
Tobao" - - 1 Pe&rol- • • 18 10 
Pooda t uffe - • lJI 10 
StH1 e 11 
cb-.J.oalo 1 :5 I 
Woo4 a 10 ao 10 =-· a I 

•4 pa,por a 11 .. 
PI&N • 18 10 
Photoes ql!do 8ooda :5 I l a'ftl .._ :5 e 18 10 
LMU.. • 18 10 
'!U!Ibol' ~ - :5 e 11 Cotte _ _,...._ 10 
.Ul'Orat\ -So1oD~t1o iDa~'• •'-• - 9 11 

/ 
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••ro•'-G• ~~~>pare\17 an .. Hd -' 

..... ...eo ... eo 

Oo\toa - ' • .lut-bllee e 10 
llaOhl-7 5 u .. 
To~ 1 
Pa\Nl,- • ' 11 10 
J>oo4ac.atta II • 10 
s t .. l a • Ch-'M' e • • 10 
• ooct • ' 11 10 

~ .... • , -.4 ,... .. • 10 
PuJ'tl ' 11 80 
l'botOCftpbll poda • 
l anl no.. a • u 
l:.atbep ' 11 80 
RUMP aoc*1 - 11 80 
Cot~•~'- - • u 
Air....n - - • SahnUfte S....u , ..... - - • Joe 
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Apart troM tho thaorot1oal ottoot o r the opeo1t1o 

r lltn of oxollango ment.1onoc1, t ho poyoholofJ.oal roaot10D 

or 1mportoro and conouaoro 1n the ot orling lll'M to,. 
< 

dcllar approo1at1on ot uaoertain ~t.nt and duratiOD 1o 

unqueotiooably an 1aportant r aotor b&MUoo ot the l1keU­

hood tbat hand-to-.out h blqina Will prodc.lnato UlltU 

cont1dtnoo hao boon reotorocl b;r 11Ut1nta1n1ng the two 

ourr enohe at a level eubjoot only t o ainor nuotuatiODa. 

Another point 1a that t he pra.otero ot •our Britiah• 

and •auy r:.mp1re" Olll!lpaigno Will doubtlau r.now thei r 

ettorto to c11vert purob&oeo fro• t he Uni t ed Statoo. 

S1gnod. LYIOI W, IIEEXIIS 

C..-.ro1al Attao~ 

, .. 
. I 
• 
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EG GRAY •• • 
Berlin (Part Air) .. 
Dated Stpttmbtr 21, 1938" 

Reo ' d 6 a .m. 

Stcrttary of State, 

l"lasbington . 

463, SeptEmbEr 20, 9 a.m. 

Dt,artmtnt ' s No . 110, July 6, 5 p . m. 

Prtss givts summary of ntw Gtrman Dutch transfer 

agrttmcnt recently concluded of which t h£ following 

art tht principal provisions . For terms of former 

agrttmtnt SEE despatch No . 3555 of July 9, 1937. 

One . Fi xed interest securitiEs to rtctivt cash 

transfer of 3% plus 1 ~ 1n rtichsmark ordErs (A) 

(formtrly 31% plus 2%) . 
Two . Dividends 3% cash transfer plus 1/4% cash 

transfer for tach additional percent of dividEnd with 

maximum fixtd at onE half percent cash transfer; 

rtiohsmark orders discontinuEd for dividends . Divi­

dends from no par stock to rtctivt cash transfEr of 

50% of dividEnd dEclarEd. 

Thrtt . REnts to rEcEivE 7~ cash transfer with 

rtichamark orders discontinuEd (formerly 8~ with 2~ 

1n rtichamark orders) . 

Pour. 
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- 2- #463, SeptEmb er 20, 9 a , m, fr om Berlin ( Part Ai r) 

Four , Dawes and Yo\U'\g loans unchanged, 

FivE , Rcichsmark orders (B) which could be sold 

for 3~ discontinued, Rtichsmark orders (A) can be 

employed as before with addit i onal stipulation that 

in cases of hardship where holders cannot make usE of 

order (A) , a settlement will bE madE whereby hol der 

will receive somewhat more than 3~ . 

~t is stated that thE foregoing pri nciples will 

bE appliEd to Austrian securiti es with the added pro­

viso that thE German Government will completely in­

demnify thE Dutch Government for any amounts thE 

latter is callEd upon to pay as a result of guarantees . 

Text not available and not expected for s everal 

weEks but forEgoing is substantially confirmEd by 

Dutch LEgation hErE , Pl Ease transmit to Treasury cs 

number 12 from Heath, . ' 
~. WILSON .. 

CSB 

.. 

H l 

• 

• 
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Jll oaa 

Praha 

• 

Dated Septeaber 21, 1938 

Rto 1d S:45 a.a. 

Sooretar,r of State, 

Waah1ncton. 

213, Sept .. ber 21 , 1 p.a . 

!here wu an irregular downward 110Teaent ill co...,n 

J tock priceo on the Praha atock exch•nge on Septeaber 21 , 

Internal GonrDDent obli&atione vere otead¥ but 

probabl7 granted aome art ificial aupport. liSbt per cent 

Czech loan not quoted in London on September 21; eenn 

and on~lf per cent City of Praha 62 aa againat 64 on 

S.pteaber 20; and ailt per cent Skoda debentureo 4S u 

againet 50. Confidential eourc11 indicate that liaUonaJ. 

Bank h conte01plaUnc the euapenolon of the twent)--fiTe 

per cent cold conr a!nlwn• on or before th.e 23rd it 

depooit withdrawals and t he attendinc e~ano1Te bank 

note oiroula.tion h not checked, loreip •xohance 

oituation reaaine eeriouo but no aoratoriua .. e.uroe 

for th~oe reaittanceo anticipated iaaediatel7. 

Repeat t o Co•eree, 

CD 

142 
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JR 

Storttary of Stat E, 

1'/ashington. 

1961 SEptEmbEr 21, D'J<"ll o 

= 

• 
GRAY 

Wr.rsaY/ 

DatEd SEptEmbEr 21, 1938 

REc 1d 9 : 30 a .m. 

REquEst additional $5000 for tElEgrams . 

BIDDLE 

KLP 

143 
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London 
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Dattd Stptonotr 21 1 1938 

Rto 1 d 3 P• m. 

Storttary of Statt , 

Washington. 

988, SEptonbtr 21, 9 p , m. 

Followi ng prtss dEspatch from Buchar t st , undtr 

ytsttrday 1 o datE, appEaring in DAILY TELEGRAPH may bt 

of int Erts t if not prEviously rtporttd: 

"GErman s hips anchor Ed in Constanza harbor havE all 

lEft for GErmany undtr ordtrs rEotivtd from BErlin. 

Si mi lar ord Ers art bEliEVEd to hav E bEEn givEn to all 

Otrman ships at anchor in othtr R~nanian ports , 

ThE Rumanian CoopErativE has rtqu Esttd tht Er~lish 

brokErs Ross, Smith, and Company, Ltd. to sEll 40, 000 

truck loads or <lhta t for Rumania within thE ntxt tight 

montho against sound currtnoi Es . " 

O!B 

RCJ,V 

Stt pEnultimatE paragraph my 9!Q, Stpttmbtr 13, 3 p. m. 

KENNEDY 
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bordEr could bE maintai nEd. In oasE of war 

intcrnotional trains would CEasc to run and domEsti c 

trains would tither bE partially maintai nEd or 

complEtEly stoppEd. Consul OEntral and I arE of thE 

opinion that with troop mOVEmEnts thE l att er would bt 

of littl E avail . Briti sh LEgation boo had similar 

r csults from its inquiri Es in rElation to transpor oti on . 

In viEw of thE r apidly incrtaoing sEri ousnEss of 

the o1tuot1on and prncticnl i mpossibility of ltc.ving 

CzEchoslovakia i n cos t of possiblE host i liti Es on all 

front i Ers I fE El that all AmErican na t i onals hErE or E 

cntitltd to somE notif'icat i on without furthEr d£loy 

of thE importance of' arrangi ng to lEOV£ the country 

promptly. Consul GEneral on my instructions has 

rEady for immEdi at e mailing thE f'ollowi ng c ircular to 

AmEri can citizEns on rEcord i n hi s off'ic e: 

"Conditions hErE or E such that ~.t any timE i t 

may bEcome i mposs i blE for Ameri can c i t i z Ens t o lEavE 

the country. I t is thErEforE of' thE utmost importancE 

that EVEry AmErican cit iz En should takE stEps without 

dElay to insurE his own safety by being prEparEd for 

immedi at e departurE. ~lE AmErican citizEns must rEach 

their own dEci sions the Consul~tE Otn~rol emphasi ZES 

thE 

!45 
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- 3- #219, ScptcnbEr 22 , 2 p. m., from Proho. 

thE grcot r i sk which would bE run by rEll'aoini~nd 

th~t Amcrioons who insi st upon rrmuining do so on 

~ thEi r own rcsponsibilit~ 
If oi tuntion should become worsE during thE dny 

I proposE to h.~v E the oiroul~r moiled unless I nm 

i nstructed to thE contrary. 

KLP CARR 

14S 

\ 
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F!:O!:RAL. RESI.tRVIE BANK 

OF NEW YORK 
1 ~ 7 _ ... 

1CE CORRESPONDENCE 

eo~nDIIUJio m• 
L. •· laolro 

OATC lep&.U• ll, lJ.o 

SUOJC(;T: -'.& ..... COIIY~OI ·­
~ 01 •GLMI. 

Jol-.. oalled ot lltA M4q. Ul told thtal• h-'-' , .. 
too hd \odq olt.boqb bo bod •14 oboat tl11001 000 lin lortel.J \o 

octral baDka (au110111 folo1, fto.). ao bo .. tt ... \1'1 .. to 

oo•er tboao loloa 1a t.bo aoltrft llooa10 tbtqo W ,._ ~ ...,. 

rauo, tba 4o1lu r.~~f.llc llftw .. 4.11 1/4 a4 ._ ... lbOT bod tlka 

1n a fair _, of ao14 oe4 would pnballlT aot •ro r... tho lnDtb 

wbo bad b .. quih a bad 4q t~. fo.oi'I'Owta nataa\ of tho,_. 

of rranoo ~4, bo •dorl\0041 bo ratbal' a ._plooHDt c~o .... ,. 
lhomc a r11o 1n noto o1nul.at1on u4 on boi'I'Owtq b)' tho T•••~ 

probablT 111 to tho bllt. tho lnDtb ba4 aupponod tbo11' ,..,o 

all \bloqh t.bo rooa\ or1a11 •• a1 1t woo iapo1aiblo to• 

to loll or 111110 o fi'M•I7 11111 t.bor woro pi'Obabl7 111 .,.., 

nl04 of MOtiF• 

1111\ caorol17 IIPO'"'•c, Bolton 1114, tho dlloiPbON ... 
nob qUftor \o4a;f ol\houah tbOT ba4 ao o.tt1o1al lmowl ... o of 

aoooptoooo b)' tho Caooba ot t.bo ll'eob-.. l!lb pnpololo. 

lelonlJIC to tbo tb!,...\ _, tbo Jallb'f'1Uo, lolta r. 

, .. ltod that tb., •111d haYO Ml' 1oi'J7' lo ... -·- .......... 
that ooob lo .. •111d ooad• ot 10f Mal ooahf•tDI ~ llaH 

al tltllofte 

1YI10M.41t --- paN 
1!1,0 •• 8'. --- 11'010 1YI1 011olll _ ... 11'011 
1Y4,11Joll0 -100 11'010 

Regraded Uclassified



FEDERAL RESERVE BANK 

OF NE:W YOAi<' 

riLE CORRESPONDENCE 

eo~n-UL rna 
L. 1. laotlo 

I 

DArr ..,.ia~Jer ll1 lJ •• 
SUBJCGT: I .... JIOI&-CX1 ..... 101 IJia 

IAII Q WGIAIO,. 

fb.,. bact prepa .... flNI' I'OHlpta *itll .aatr W\llcl •* CIIPh1a WU .. 

\0 atcD• lo 'W'IIIl4 ..tta \ba .-.. 4fta1la 'J ••_,• toaJ.p\ •• 

wovlct bt '"'eM it " w111c1 oaa.lo b1a teatp\ to \he efteft .aao\ 

Clf\d.D WU-'• I'M.tpta Wftlc1 h a h.1.1 •• attt.t•t Uatlluta 

tor \bo latl ot .. laf. 1 told b1a \ba\ •• w11lc1 -• tho •• ..._ 

NJ'1 oablo "' \•ttb'• lol\«a ._,od to aowlllftbOI'" -.14 

ba.,. fiD7 .. " ot •• ab1s-••• •• 1 repltocl \bd 1 ha4 DO taro .... 

U OD 11ba\eYOI' 1D that OODDM\toa. 

lbtr bact 4ntao4 a tatrl.T ottt.t•\ • ..,. of 1ft\1DI tbta 

lh1s-•• a-., lol\oe -umaoct, ac1 \btr Wftlct leu~~ tJ'oll \bia 

npm••• llaftbor aoaeq Oftl4 llo auHoaallal.l7 aa1Dh1Dod. lbtr 

bact, ot OCIIIll'ao, ba4 \0 OC'Ilue tl:ah ....... wUh • ,,..., • ..,. poo,lo 

at tbo troa•17• tbo doolt yan., tl:ao 1&1'1'101'11 fto. 

Lllcn 

Regraded Uclassified
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JR GRAY •• 

BErlin 

DatEd SEpteMbEr 21 1 1938 

Rt c ' d 3 :15 p. m. 

Stcr ttary or StatE, 

w, sh1ngton. 

4691 SEptembEr 21 , 6 p. m. 

ThE £Vming prE!'S un, nimou sly atctEs th:l.t Praha 's 

dEcision to accEpt 1rr.con~itionally thE Franco- British 

propcsals has onc E cgnin bEEn mad E too l a tt. I t is 

pointEd out that whilE BEnts w•. s dtlayina , thE CzEch 

problon EntErEd a nEW phasE txttrnally btcaust Hungary 

and Pol and havt statEd thtir d£Qands for stlf-

dtttrmincti on and frttdom for thEir national groups 

in CzEchoslovakia and intErnally because nll groups 

i n th~t country including thE Slovaks art now no 

longtr willing to live under the "Cztch yoke. • 

Editorials continut to b E mcnao1ng i n tonE, 

SilEx of thE DAZ rii'iting "it 'lill bt dononstr::~tEd at 

GodEsbErg v1htthEr thE EuropE of 1938 1s EnErgttic 

tnough to put through a pEac Eful r tvision, namEly a 

rtvision of boundariEs . It is no longEr a quEst i on of 

dttErmintnc a goal btccust nttEr London and Paris had 

dEcidEd in principlE upon thE parti tioning or CzEcho­

slovnlc1a EVErything nou turna upon thE quEst i on as to 

WhEthEr 
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PARTIAL PARJ.PJIBASI OF !ILIGIWl RIOIIVID 

JROil: Aaerican lllbaeey, Paria, Fr-.moe 

DAfl1 Sep~•ber 21, 1938, 5 P••• 

10,, 1534 

J'ROII OOOJIWI. 

In a speech yea~erday Kinia~er of Jinance Karchan-

deau e~ated that: 

(One) hcepticnal •eaau.re of 4raw1ng on ~he Bank of 

France for the fire~ tiae eiD.oe present GoYernaent c .. e 

into office last .t.uguet has been resorted t o because 

present international situation has caused increased 

expendi turea and has led to wi th4rawala froa banks and 

goYernment institutions without, howeYer, a flight of 

capital out of the country; (two) no moratoriua on 

deposita 18 planned; (three) J'renohaen should 'bu:r 

GoYern•ent aeouri ties rather than hoard bank notes; and 

(four) taxpa:rera should proaptl:r reatt. 

The Pa.ria aa.rket baa been ~·at rather than calmed 

b:r ~he foresoing etat-nt, Iince it brings a reallaticm 

of a difficult do•eatic financial situation which, during 

the i nternational crisis, has been teapora.ril:r forgot~en. 

150 

I wae told at nYe o'clock ~hil afternooll ~hat ~he J'reDOh 

fWld had had a bad cla7, IIUOh wor .. than th81 had yeetercla:r, 

thil in epi ~e of letting the pr•1• 011 thrH •011th1 

eterliq •OYe fro• s sf• to • 1/• and spot rate to 1?8.34. 

Bere we do llOt know of an:r operatiou by ~he Britieh ooJitrol 

todar. 
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-·-
todar. Beon•• of~· uo.o Mll1i1oeo4 rreDOJa •1'-Uoa, 

tho Brltlo!l olllltnl 18 of oou•• p1a1q 1014 tro. rruoo. 

BULLlft. 
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REB 
PLAIN 

London 

Dat Ed Scpt cnbEr 21 , 1938 

REc 'd 5 :05 P• m. 

Storttary of statE, 

Washington. 

986, Srptonbtr 21, 6 P• m. 

FOR TREASURY FROIJ BUTTERWORTH. 

In thE cours e of a conversation LEith- Ross mEnti onEd 

in strict confidencE that thE British GovErnmEnt had today ' 

rEcEiVEd "An S 0 S from Praha asking for !'inanci al ass i st­

ance" . Inasmuch as a run on tht banks was undEr r~ny 

Ltith-Ross said that the Czechs had in rEcEnt wttks 

strengthEnEd their !'ortign ExchangE control systEm and 

that apart !'rom any question ot a forEign cr Edit or loan 

th trE appEarEd to b E two s tEps thEy could thcnstlvt s take : 

(OnE) ReducE thE r EsErVE ratio; or ( t wo) dEclarE a morator­

ium. RE said that hE could not say prEcisEly what 

internal politi cal rEpErcussions m.l.ght flow from a 

moratorium but i t SEEm Ed to bt thE wisEst coursE of 

action at this t i mE. 

British sEcurity ·narkcts havE movEd uncertai nly 

today but t n Ey havE bEEn real markets with an i ncrEasEd 

volume ot trading. FoundEd and unfoundEd r epor t s of 
CzEchoslovak1a1e 

Regraded Uclassified
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REB 

2-#9861 From London,SEpt .21 1 6p~. 

CzEchoslovakia' s dEcision havE likewisE affEctEd thE 

ExchangE markEt and thE dollar had a rangE of 4. 81 1/8 

to 4. 83 l/8, closi ng at around 4. 82 l/4. Gold fixing 

was on a supply and dcnand basis , 110 bars bEing dEalt 

in at 1443. 

ThE maritimE war risk insurancE position has bEEn 

somEwhat EasEd by a Lloyd ' s dEcision to promotE a new 

typE of opEn covEr insurancE for war risks undEr which 

mErchants and sh1pptrs would bE g1vtn contracts, rtnEW­

ablt. monthly, undEr which thty could dEclarE all shipmEnts 

madE for thEir account and obtain covtr at thE ratEs of 

thE currEnt schEdulE o Such covers would bE subjEct to 

thE 24 hours cancEllati on clausE on thE undErstanding 

that only sh1pmmts for "iiiiiiEdiatE sailing" would bE 

covErEd at thE currEnt ratts . 

Bolton tElEphonEd to ask for a copy of thE signaturE 

of thE Captain of tht NASHVILLE and i n thE coursE ot thE 

convErsation ronarkEd on thE incrEas Ed prtsourt today on 

tht franc . Ht fElt that thE FrEnch wErE i n tor a diffi­

cult t1mt and 1n rtttrring to thE advancES by thE Bnnk 
• 

of Pr ancE to thE Prtnch TrEasury impli Ed that thEy would bE 

substantial. 

I OC• B'.i'll 
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P.&R.t.PBRAaE or !ELIICIIWl 

I'RCII BITDAPES! 

lo. 8'1, Sept.ellber 81, 111dll1sbt. 

Demonet.rat.1oa held 1n Heroee Square 1n Budapeet. 

thh nlllln& oalle4 b7\ T&rloue pat.r1ot1o eoo11t1u and . 

attended b7 abOAt. 200,000 people. Speaker• et.reee.a 

rn1.11on1et. deMDdl and were oont1nuall7 1nt.el'l'V.pt.e4 b7 

criu ot 1down with CzeohoeloYakla1 • lot.1oeable fMtul'e 

waa the tact. t.hat Hllft9%'1•n Hazle were pre11nt. 1.n toroe 

and et.ood ehov.lder t.o er.oulder w1 th other HUD91'1ane ln 

4e-.nd1ns 1 Juet1oe tor Hunsar,•. 

Hung,arlana lmpreeaed that I ereetu Flloher, Chief 

ot ~ et.atf, aooompan1ed Prime K1n1eter to Berohteegaden. 

Dur1ft6 the paet t.wo daye the war epirlt ln Hunsar, hae 

1nor .... d "'1'7 deo1de417· !be intent. of 1'111ns1u7 to •1nt.a1n 

neut.rallt.y ahould war ooM 1e reaftirlled b7 the rorelp 

Ottloe but. 1t. 1e beooll1..na 1noreaaill617 dlttloul.t. to •ln­

t.aln t.hle polit.1on aa the tee~ eplnet. CseohoelOYakla 

lnoreaeee and •• there beoo•• -. seneral tear throllSb­

out. Hung,ary that there _,. be a eet.tleaent. of the Czeoho­

lloYak problem wlthOAt gain• ot terr1t.or'7 tor Hunsar,. 
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· Ko. 328, Sept.ellber 81, 1114JU&)lt. 

!alking with the J11n1et.er t.hle anel"'looa 1t. wae eald 

by t.he per.anent. delesat.e troa Rnnsery t.hat. the Geraaa 

con1ul had told b1a that. 1t wae oon11dered by h1a, the 

Oon1ul, that. H1 t.llr would not t1D4 thl . AJI8].o-J'renoh pro­

po•al aooept.able beoau1e of oert.a1a reaeone Wbo1e d11-

ololure be wae not. tree to Jllalte. AI hie per1oaal T1n, 

1 t. Rl aa1d by the Hwlgar1an that tbe propoeal. wo11l.d aot. 

t1D4 aooept.aaoe 1D 10 tar ae tbe plan wae apparently 

1nten4ed to baee t1guree tor the nat.1onal1t1ee ae ooa­

p1le4 at the laet ooawunel eleot.ion•· In hie op1n1oa 

there would be 1nlietenoe on the part. ot Hitler that ltlt 

f1151U'e• be Uled. .Uthoup the deta1ll of the agreeaent. 

between Hitler aD4 I_.ed7 were, he eaid, Wlknown to h1a, 

it. ftl a4a1t.t.ed by h1a t.hat the pol1oy repr41a& a1Dor1-

ti .. which had heretofore been pureued by H111181U7 wo11ld 

undergo sreat. aod1t1oat.ion t.hrou8A the proate• of 1upport. 

by Hitler tor t.reat.aent 11allar to that to be aooorde4 to 

the SUdeten Gerane 1n OseohoelOT&kia tor Rlanpriaa 111aor1-

t1 .. . 

BUOIIRLL 
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TREASURY DEPARTMENT 

To 

01oae SIP!, 21, 1931 

~""'an':o arrancecl for f ollowillc ahipa: 

Sallly S'-ahip 

Sep t. ~ llllab&Uu 

Sep t. 24 Parle 

• --

-
..... Sep'-aber 21, 1931 

GOLD JIIU) n LCDOJI 

$177,000,000 

...... , 
$ll,JO(),OOO 

11,000,000 

.22. 300. coo 
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TREASURY DEPARTMENT 157 
INTSJI OrP!e& COMMUNICATION 

To 

llr. llalu\, of tbe :lrHlell .,....,., oalU4 tllie Mralllc u4 'lt'llllle4 \o 
coDn7 the f ollo'lt'lac ....... oa •• •ltJeo' ot bie .ur '11'1 'll 7ft •• o\ller 
dqt 

81r Joba &boa bu ao ••I'OIIC fHliace 1a 'lie -Uer &4 1e lacl1ae4 W euue•' 1\ wdQl4 lte •oacb lt llr, llorpaU.. IM4 c uplaMUoa ree4l' w 
cln o-d lt the ..,.. lteon• :pQUo. Ill' JoiiD lt.. 1Mc1aee \ha' \1M -
plaDaUoa lllcll\ 'be \ha' u \ha CftlHr .. ia \1M :11'1\lell a\ore U .. oo .. 
• &leD\ for \lie ebipec\ w 1te _,. 1.a We -r, • .,.,.,q 1a nn fll 
the '-Poi'UJ' luvaoe 4ltfiaaU1ee *1oll ba1'e arle-. 

Sir Joba Si.aoa h oo•'•' \o lw.•• tllie I(UeUoa \o \1M 41eol'eU• fll 
llr, llorcea•bA. • 
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GONF'IDENTIAL 
WAR DO'ARTMENT 

WA,. DEPARTMKHT ~ ft'lt.l'l' 

Septe.ber 22, 1938· 

.111!1110Bjlfi)1Jll »O. 18 FOR !liE CHIEF OF SW'Fo 

Subject, !he preact S....Opee.A 11tuation to 
mdnl.s)lt, Se~r 21--22, 1938. 

\S\ I~ 

o. ... r&l Sl tuatlon. lila rel.&ation in Europet.n tenalon b&a 
reaulted troa the aooeptatlon UDder llilit&r,y 1Dtila1dation by Brlt&iD 
and FraDoe or Bitler'• dem&Dda. On the oontrary, the situation hal 
beoom. progreaaively more oomplex and perhapa aerioua. While the 
detaila or the proTiaional underat&Ddlng betw.en Bitler and Chaaber­
lt.iD •re atlll t. aeoret, eventa t.nd i .naati&ble 0...-.n o.1:u h&Ye t.lret.dy 
oreatad a zunr aituation with whl.oh Chaaberlt.iD will han to deal 1D 
OoGeaberg to- dt.y, 

!be d-nda of Polt.nd t.nd li~m&ary for the ,._ treatment ot 
their minorl tiel &I that aooorded Sw!.et&n 0.,_.,. 1eea to be aupported 
by 0.~ &114 Itt.ly. The O.I'MD preu noor oldaa tb&t the C•eoh 
problea baa &lro<t.dy entered a ,... pb&ae. In etteot, it olaloora tor 
the ell.ai.nation ot the whole oonoeption ot tile C&eoh at&te u oo~>­

oeiYed at Vera&1llea. 

llhi~ the d-nda for the Tirtual d1uolut1on ot the C&eoho­
llOftld&n at&ta 1D 0.~, Polt.nd and lhmga17 - aupported by Itt.ly -
beo011e aore YOOiteroua, publio opinion in the d_,oratio world 11 
bel.n& whipped 1Dto a more poaitinly orltioal attitude toward the 
Ooveramento reaponoible tor the •aurreDder.• Ezoept 11110ng tbe po-
11 tiot.l opponent. or the Oove...-nt in Franoe. opinion 11 o~rlned 
w1 th Fraaoh impotenoe and lou or preatiga but otberwla• apparently 
amanabla to a:q aolution 11hioh poatponaa war. In lzlgl&Dd t.n org&ni&ed 
oaap&ign by ooabiDed labor orgt.niat.tioha 11 gattiDg uDder ~ to u­
anbla pnblio -•tiDga in oto!!demn•tion ot tbt Oon..-nt. !hia ._. 
to be axpaotad. lilore aerloua perb&pa 11 the open oritioi- ot Bd.n 
and Churohill direoted &t CbeabtrlaiD'a repeated OOIIOIIIlODI • 

.Aa a reault or thia Map&ign, a oupo.ip giTIIl iapetua b7 
the obTioualy unfavorable reaotion II&OIIC the bellige.-1> liberal• 
aDd paoitiata ot the United St&tea, Chuoberlaln will probably be 
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toroe4 to approaoh bio -tia& with B1tlu with propoeab ot c-­
t.ea ao atitt-.1. u4 'broadoae4 u to be ot lllllibl7 aoooptetioa '117 
the 0..-n l'llehrer. !h1u it h DOt iaqlro'ba'blo that tbe oitatiGD -:r 
""" to the - orltioal iaqluoo u that batoN tbe Boi'Obtoopdoa 
-tiJI&. 

11Nmrh1lo 1D ~'rap tbo aituatioa h -h lo .. ato'blo tboll 
batoN. Tho C&ooh populaoo aa otumlo4 ODd tbela 1l!.tlu1.ate4 '117 tbe 
UDe:q>eoto417 oan.lior troata.Dt aooordod thea 'b7 PraDo• IID4 Brl ta1D. 
A.a •• toa.-.d, the Oon..-nt wbioh aoo~pte4 the ult~tla ti'Oa ito 
oretwhilo trlellde, tollowill& rather widoapi'O&d but Natra1Do4 pllblio 
4oaol>atratioaa, tbia aol'lliJI& ottoi'M ito I'Oaipa&tioa to pi'Op&ro tbe 
~ tor a oab1Dot ot D&tioaal uzdoa. Tho latter will 1Dollldo Otoloral 
olan STNT7, IA.apootor G-1'&1 ot the J:rrq, &114 Otoloral lroo3i, Cbiot 
ot Stott, thu.a &iTiJI& the J:rrq gN&t, 1t not 41otatol"1al, avthorl~ 
1D the 11e1r &OY•rmoout. Otoloral STNT7, pro'babl7 tho aoat popul.aJ' IID4 
r .. poote4 au 1D CaoohoolOYald.a, will hold the porttollo ot 111Dbtar 
ot the Intorlor 1D whioh oapaoit)' be 1o 1D poaitioa to ooutrol 
1ntol'll&l 4onlopMnta u wll ao 1Dtol'll&tioll&l atfaira . 

Jlilitary Situation. llo mown ohallgo. 

- 2-
00NFIDENTIAL 
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158 
GROUP KEETIHG September 22, 1938. 

9:30 A. II. 

Present: 

H.l.I . Jr: 

Thompson: 

H.M.Jr: 

Thompson: 

H . ~( .Jr: 

Thompson: 

H.M.Jr: 

Thompson: 

B. Ll . Jr: 

Thompson: 

Kr . Oliphant 
llr . Gaston 
Kr . VJ.ner 
Kr. Haas 
Mr . Hanes 
llr . Ylhite 
Kr • Lochhead 
Kr . Upham 
Kr . Thompson 
Krs. Klotz 

(Points to Ur. Thompson.) 

You 1ll probably be interested in knowing that 
t he Procurement Division, at long last, is letting 
a contract for the space alterations in the 
Auditor s Building, for the Public Health 
Dispensary . They have thirty days to complete 
it, so you will want to keep your eye on that; 
we •re really get t ing along with it, and I think 
we•re going to have a swell space. 

You also might ask - I ask every three months and 
don•t get anywhere - what 1s happened to - the only 
suggestion I ever made to Procurement was this 
garage under here, tor tour or five hundred cars. 
I don ' t know why the hell we can•t get that. 

Kr. McReynolds checked with Kr. Burle1t be!'ore he 
went away. 

With Burlew? 

Yes. 

Could you give me a check and let me know tomor row? 
Because 1t1 s a natural thing to do. 

Yes . 

Grass will gz·ow just t he saae. 

I'll check. 

\ 
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H.M.Jr: 

Upham: 

!!. 14. Jr: 

Lochhead: 

Viner: 

Lochhead: 

!!. JJ .Jr: 

Lochhead : 

Oliphant: 

Lochhead : 

!!. 'J ,Jr : 

Oliphant: 

R.M.Jr: 

Gaston: 

R. ld. Jr: 

- 2 -

On Kassocbuaet ts - Pennsylvania Avenue. 

(Nods to Mr. Upham.) 

I have nothing . 

(Nods to Mr . Lochhead , ) 

159 

It is simply t he London market is disappointed 
in the tone of the German press, and the fact that 
the Czecbo Gover!JI!lent has resigned, so it •s still 
very uneasy. The Czech Cabinet resigned •• •••• 

Has the Czech Cabinet resigned? 

Yes . 

I didn't know that. 

TheT have handed in their resignations . 

That means they will not present their plan to 
their parliament . 

Some technicalities there - somebodT said, with 
reference to one cable, that a.nybody organizing 
for the purpose of seceding territory will be 
guilty of high treason. The Cabinet couldn•t make 
this decision on their own; t hey have to put it up 
to Parliament. 

That's right. 

It •s very interesting . 

(Referring to ticker dispatch.) "Czech's Cabinet 
resigned todaT in favor of an all national Govern-
ment, including ArmT Chieftains . " 

The Assembly might r eject that thing. 

TheT said right along they wouldn't. "Radios 
began blaring out appeals for order and discipline • • • " 

Well, With a military dictatorship, I am not sure 
they are going to give it • 

.t.n:ything dse? 

Lochhead: Bo. 
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White: 

H.M.Jr: 

White: 

B. Ll .Jr: 

White: 

H.W.Jr: 

Lochhead: 

White : 

H.M.Jr: 

White : 

H.M.Jr: 

Oliphant: 

H.!.I.Jr: 

IThite: 

H. loi .Jr: 

Vlhite : 

Gaston: 

Lochhead: 

H.M.Jr: 

- 3 - !SO 

O.l.iphant' s ~~&n, Foley, and J17self are goill8 to see 
Jesse Jones in about titteen aimtes. They ud• 
an appointment yesterday. 

Good. 

I think it is essential that Archie and I see you 
tive or ten minutes some time attar that, to talk 
about this Chinese thing a little more in detail. 
I don't think there's a clear acreement or under­
standing all the way around here. 

Well, I gave Archie three o 'clock, to check. 

I 'd like to see you before that, about ten minutes . 

Supposing you give Chen three thirty. Have you 
t old Chen already? 

Not yet. 

No, I haven•t. 

Supposing we give Chen three thirty. 

Fine. 

You Chinese come in and see me about a minute at 
three o'clock. 

I 'd like to bring Ed in with me. 

That ' s all right . 

(Bands B.K.Jr. letter or report.)• That's just 
Export-Import Bank. 

Well, then, you Chinese come in at three. 

Yeah. 

You mandarins. 

(Reporter to Mr. Gaston: What was that word, please? 
Mr. Gaston: Kandarina . ) 

Bot un1k1ns. 

Jlot what? 
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IO.otz: 

H.U.Jr: 

Vlhi te: 

H. !A.Jr: 

White : 

H.!.I.Jr : 

White: 

H.M.Jr: 

IO.otz : 

H.M.Jr: 

Hanes: 

H.M.Jr: 

Oliphant: 

R. !.I.Jr: 

Oliphant: 

H.M.Jr: 

Hl\nes: 

H. r.t .Jr: 

Haas: 

H.U,Jr: 

Viner: 

H.!.l.Jr: 

- 4-

Kanild.ns . 

Or 1118.Ili.curists. lll right . 

The concensus of a good many more or less acute 
observers around here is that this trouble will 
consistently grow worse and not better. 

Vlha t trouble? 

Czechoslovakia. 

Back to Czechoslovakia againl Gosh, you travel 
fast . Well, I agree with you. What else? 

That • s enough. 

Now, let •s just get my day straight. 

(Low conversation with Urs. Klotz . ) 

Uh hub, I told him. 

Then, at eleven fifteen, you (Hanes) . 

(Nods "Yes.") 

Herman, eleven fifteen? 

That•s right. 

See, that's -that ' s on S. E. C •• • • •• 

Yes sir • 

• ••• • Trans-America. What else? 

I have nothing. 

George? 

I have nothing this morning . 

Jake? 

Nothing. 

lSl 

I tboug.ht Riefler was coming back to see ae yester­
day. 
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Viner : 

H. L! . Jr : 

Viner : 

H. !.t . Jr: 

Viner: 

H.:!.Jr: 

Viner : 

H.:.! . Jr: 

VinoJr : 

H.M.Jr: 

G(!ston: 

ll .M.Jr : 

- 5 -

I don•t know. 

V/ant to feed with me today? 

(Indicates he did not understand.) 

Woul d you like to lunch with me today? 

Yes, glad to. 

About one o 1clock. 

Yes . 

162 

(Words misunderstood . - "Not hing to make you sick. •) 

I wouldn't say that. 

Herbert? 

I haven't anythilll, of importance . Mr . McEvoy 
r enewed his r eljuest for five minutes to take a 
good picture of you for Time-Fortune files . 

I'm a little bit tickled on my being in advance 
of the general criticism of our policy of handling 
the gold account . Notice this editorial (hands 
Mr . Gaston 9/22 clipping from New York J ournal 
of Commerce) entitled "A New Inactive Gold Fund.• 
Yesterday these gentlemen came dorm to help me 110r k 
out a new technique on handling gold, and if you 
will ask Mr. Bell - because he did it yesterday. 

Ver y briefly, wha t we 're doing, v;e transferred 
ninety million dollars yesterday from t he general 
fund over to the Federal Reserve; sixty million 
went to the Federal Reserve of New York - incoming 
gold; fifteen million to Dallas, to meet payments; 
and fifteen million to Uinneapolis to meet payments. 
I don't want to let that fund go up to a billion, 
see? I didn ' t want that . What we•re going to do, 
we •re going to keep transferring from the general 
fund, ten, fifteen, twenty per cent in excess of 
t he gold that comes in each day from Europe, you 
see, and gradually work i t down. Bell will explain 
it to you. That is, transferring gold from one 
bank to another as they need it for payments. If 
Dallas needs more cash, t hey 1vill transfer i t from 
t he general fund . 
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Gaston: 

B.ll.Jr: 

Gaston: 

B.M.Jr : 

Gaston: 

R. I~.Jr : 

Gaston: 

H.!l.Jr : 

Gaston: 

H. ll. J r: 

Viner: 

Gaston: 

Oliphant: 

B. I(,Jr: 

163 
- 6 -

'l'ranaferring it to the oi.ttl;ri.ng banks? 

And 1t Jew York needs it • • • • • That fund will 
begin gradually to go down. It will be a gradual 
process . In case they notice it and ask anything, 
you and Bell can give it to them. 

Yes . 

lfo announcement - jus t handle it - but that fund 
will now gradually begin to melt. 

It still remains a mat t er of debate whether it's 
sterilization or not . 

Well, the whole thing ••.• • 

(Reading something on his desk.) 

All right, I ' ll take it; thanks. Ah, they all sat 
down and s aid it was a state of mind with the 
Secretary of the Trea~ury. 

That 1s exactly as I see it. 

I finally convinced them, and they wanted to know, 
bow dicL I make up IllY mind, · "Bow much 'lllll. I borr ow?" 
I said , "I borrowed every dollar the traffic would 
bear. " 

I said t hat the question was entirely academic 
until our balances got way down, and when • •••• 

Then, George Harrison said, "Let me ask you this 
question. " I answered it that way, and I said, 
"I am not sterilizing. " You' d have to take a post­
graduate course, wouldn't you, at Chicago, to be 
able to decide that question? 

You wouldn' t be able to do it then. 

Another test is to measure the excess reserves 
and s ee whether they have actually increased i n 
the last f ew months . 

The effect of taking a post- graduate course in 
Chicago is to cause you to ask •• ••. 

low, let•s Just go baok over that and get it froa 
tbe bec1nn1ng . 
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Oliphant: 

Viner : 

fl . .t . Jr: 

Viner : 

H. l ! . Jr: 

Gaston: 

H .. A.Jr : 

Gaston: 

I!.,J. Jr : 

Gaston: 

H. iJ.Jr : 

Go.ston: 

H.IL.Jr: 

- 7 - 1c4 

The effect of taking the graduate course of Chicago 
is to cause you to ask u.nreal questions like that . 

(Laughter) 

Ylas it a Chicago graduate who asked that question? 
Did Oliphant ask that question, originally? 

I never get between two Chicago graduate men 
if I can help it . 

I ' m not a Chicago-graduat e man. Oliphant is. 

It ' s a little early in t he morning; I'll give you 
a chance this aft ernoon. Anyway, that was the thing 
t hat took two hours to arrive at. I didn•t want 
this thing to cross the billi on mark; I didn ' t 
wa.nt to attract attention. I think this is very 
neat, and anybody who ' s very much interest ed, go 
to either White or Lochhead, or Bell, and they will 
give t !len1 their idea or the situation. I started 
to say "explanation, n but anyway, ••• •• • . 

The t elegraphic collection figures on the ...... 
Excuse me . We wouldn't seek the papers out, but 
i1' they question it • •..• 

Yes . Yes, they'll notice it when the gold decreases . 

Bel~ took all the figures , going back to April bring­
ing them do~n to date . It•s just a pretty complicated 
machinery. Go ahead . •· 
The t el egraphic collection figures on income tax 
came over here yesterday from urs . Wetherton, f r om 
the Bureau. I simply sent them up to Bartelt, 
who didn' t give them out. 

Doesn t t Hanes go around and kick the mail bags and 
see how many checks are in the bags? That 1 s the 
way they used to do it. They asked, "How many 1n 
them}' and estimated - that's the way they estimated 
the total. 

It was only the undeposited; only a small part ot 
t he total. 

The answer was what? 
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Gaston: 

H. ll.Jr: 

Gaston: 

Haas : 

H. ILJr: 

Gaston: 

!I. l.I . Jr: 

Gaston: 

H. '!.Jr: 

Gas ton: 

Oli:;~hant: 

H.:J.Jr: 

Gaston: 

H.M.Jr: 

Viner: 

Oliphant: 

H.!l.Jr: 

Oliphant: 

- 8 -

The collecti ons showed a slight increase over 
last year . 

Oh, really? A slight increase? 

A slicht increase. 

Practically right on the estimate. 

See, you 1ve already got the Hanes influence. 

(Laughter) 

What else? 

165 

Well , the request of the Pr ess Club that you talk 
to t hem week after next - october 6 - .has been 
renewed - either on or off the record. 

I ' ll tell you what I'll do. They have been very 
kind; I'll make this promise: That the next address 
I give will be theirs - but I don•t say when. 

But not next week - October 6? 

No , but the next talk I give, I•ll give it to 
thea. They 've been nice; I a ppreciate it. I'll 
give it to tbeo next. 

It can be extemporaneous and off the record . 
They' ll only use it 1n the columns . (Laughter.) 

Good work, isn' t it . 

You•re good. (Laughing) You•re good . 

I ' m sorry 1f I seemed humorous; I didn't mean to 
be . 

Kaybe a f ter a while Jake will be giving u& a spark 
too. 

Bot in September. 

We're having a meeting this morning? 

Ba.nk meeting? 

Yes. 

\ 
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R.!I. Jr: 

Oliphant : 

H. rd . Jr : 

Oliphant: 

R. I&.Jr: 

Viner: 

Oliphant: 

H. li.Jr: 

Oliphant: 

H. ll . Jr: 

Oliphant: 

H. I.I .Jr : 

Oliphant: 

H.M.Jr : 

Oliphant: 

il .!l . Jr: 

Oliphant: 

H.U.Jr: 

Oliphant! 

- 9-

We're having a bank meeting right away. 

I'd like to have rive minutes during the day . 

We'll squeeze you in between the Chinese. 

You •. • . 

1CG 

Excuse me - Viner and I will have - that Chinese 
dish you prerer? 

All right - suits me . 

You•1l be interasted to know, when Bernstein went 
over to talk to Mof!"at about Zabala • •• • • 

Zabal a ? 

The Spaniard • •••• • Moore and Hackworth t hought 
very vigorously that Bernstein was right in not 
t aking it up. 

All right . 

That ' s all. 

Well, I'm more interested in what ' s happened to 
Zabala. Is he a diplolll!lt or isn•t he? 

(Nods "No . n) 

He ' s not? Mr. Moore nay think it's right, but 11" 
Bernstein had t aken it up f irst, the letter never 
would have gone out . 

I have a record here of the notice we had. 

But 11" they had been put on particular notice that 
we wanted this in!"ormation - the request -
Mo!"fa t would have done it . 

uorrat would, but the Bureaucrats over there 
wouldn't. 

But Zabala is out, and he has to be a witness now. 

But the ordinary contact which Bernstein would 
have lll!lde wouldn't have done it . 
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a .JJ ,Jr: 

Upham: 

- 10 - 1G7 

No 1 but it' he would have coae to me 1 I could have 
done it. 

All right, now; the usual banking crowd, 

Very unusual. 
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A conference wae held in the office of lfr, Jesaa Jonas at lOa)() a . a., 
'lburadq, September 22, 1938, to diseuse wqs and ...,. of either purchaeing 
cCIZilodities from ~ or axtand1ng credit to ~. Present at the con­
ference were Veasrs . Jesse Jonas, John Goodloe and S811l Sabin of the RFC, and 
Har17 D. White, E. H. Folq, Jr. and Horman 0. Tietjena of the Treaalll'7. 

'!brae plana ware presented b7 llesars. Folq and 'llbite. 

Plan No. 1 called for a loan b7 the Export-Import Bank to the Federal 
Surplus CQmoodities Corporation, the proceeds to be used b7 the Corporation 
to purchase strategic and critica1 uteria1s trooa C2rl.na consisting pri~ 
of tungsten ora and tin. 'l!te Bxport-!llport Bank would obtain monq for the 
loan frolll the RFC either b7 meana of a loan or the purchase of preferre<l 
stock. 'Jhis plan conteaplates that the tin and tungsten ora would be pu%'-
chased over a period of possibl7 fiTe ;years. When purchased, the coaloditias ' 
would be brought to the United States and stored b;r the trar and Nav;r Dep,art-
ments pending purchase b7 those Depart.Dts frail the Fedara1 Surplus ec-o-
ditiea Corporation it and when appropriations ware obtained fr<llll Congress. 
If the War and Nav,y Departllents are unable to .alee the con~plated purchaees, 
the commodities would be diapoa&G of on the open market. Fift;r milli<m 
dollars was ~~entioned as the amount which would be required. Credit made 
avsilable to China under this plan would be used to purchase goods in the 
United States. lfr, White explained certain difficulties involving the relation­
ship between the province in which the tin is located and the national govern-

. ment in China which might stand in the wq- of putting this plan into ~ate 
operation. 

Plan No. 2 called for the same mechanics as the first but with the diffaJ­
ence that the coamod.i t:r to be purchased in China would be tung or woOd oU 
i nstead of tin and tungsten ore. 'Jhis plan would involve the marketing of the 
oU b7 the Surplus COIIIIIod1 ties Corporation, since this cOIIIDIOdi t;r would not be 
stored for future use 1>7 the War and Nav,y Ilepart...enta as in the caee of tin 
and t ungsten ore. 

Plan llo, 3 consisted simp~ in the extension of credit to the Chineaa 
government b;y the Export-Import Bank, the credit to be used to purchase goods 
in the United States, 

No lega1 ditticulties were seen in any of the three proposa1s. lfr, Jones 
stated that he was 88t'"&ble to ll8ldng credit aYailable to C2rl.na and the aount 
of money (50 to 100 million was JDentioned) was a uttar of indifference to bia. 
He preferred Plans 1 and 2 to Plan 3 because it gives the ad,ded eecurit;r of the 
commodities purchased. He said that he waa raacl;r to diseuse the uttar with 
Secretaries ~orgenthau and Hull at 807 tt-e. 
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H. :.. Jr: 

.Admiral 
l'laesche: 

H. li •• Tr : 

W: 

H. U.Jr: 

H. li.Jr : 

Yl : 

H.U.Jr: 

VI : 

H. li. Jr: 

H. M .. Tr : 

W: 

H. 'J.Jr: 

'
, .. .. 

, • H. U.Jr: 

Thursday 
September 22, 1938 
9 :1J a . m. 

Good morning . Adm.iral -

Yes. 

I have sent word to Burke t hat I might want him 
t hi s afternoon . 

Yes, sir , 
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I don 1 t want h 1m t h i s afternoon but I would like 
to have him over at the Washington Hoover field 
at nine o ' clock Fri day mor ning , 

At n 1ne o' clock Friday morn ing? 

Provided t hat that does not in any way interfere 
with the rescue work up around Long I sland . 

All right, sir. 

And -

I t hink 1t will not because we have the planes 
from Rockaway and also from Salem. 

Well, would you advis e Mrs . Klotz this afternoon? 

Yes , sir. I wilL 

Please. 

Yes, sir. 

And - ah - how does the thing look today? 

Well , ah - it looks just as bad, 1f not worse 
than 1t was last night. I was down here until 
nearly two o ' clock t his morning . And we have 
lost or abandoned seven Coast Guard stations. 
There•ve been about 500 t o 700 boats in and 
around Long I sland Sound and Bays missing . 
The peculiar thing about this thing 1s that 
apparently not a single vessel out at sea was in 
distress . 

Yes . 

' 
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W: 

B. II .Jr: 
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\\' : 

B. Y.Jr: 

W: 

B.II.Jr: 

W: 

H.II.Jr ~ 

lh 

B.II.Jrl 
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Al.l the boats lost or' dause<t were a-.l.l cratt -
yachts and power boats 1n tons Island Sound around 
Long Island. 'l'he - ah - up 1n Jlew Londoa there'• 
about a thousand people hoiMleu. I talke<l to the 
Be<! Crou laat night - or rather this mrnins -
11111Selt - or r ather Pollio talke<l to the• tor • 
and they haYe no way or getting ~ supplies in there -
they - the roads are all out and the trains are all 
out. They advise<! by radio that the land was unaate 
tor land planes to land. So we told the Red Cross 
we would send any medical supplies .up t o New London 
by seaplane trom Floyd Bennett Field 1t they so de­
sired. 

Uh huh. llow, 1t you've got any use tor llurke you 
use him, see? 

Yes, air. 

And - ah - I don ' t want you to keep - I don ' t want 
you to keep Burke here tomrrow 1t you can use hia. 

All right, a ir. Well, we can - 1n a couple or more 
hours we 'll -

Well, 1! you ' ll let me know this atternoon - 1t 
you ' ll let me know around three or tour o'clock, 
will you? 

Yes, air. I'll do that. 

Because I mean 1! you'Ye got any use, please use 
him, because this 1s 111.1ch more Ulportant. 

Yes , air. 

And . if you t 11 l et 11e know - llr s . Klotz know be­
tween three and t our this atternoon. 

Al.l right, air. I ' ll -

But I wiah"you'd set word to Burke because I t old 
hill I llicbt want to use h ill this atternoon - an4 
see tbat he'• -

I'll set that word to h1m right aRJ. 

'l'hmk )'OU • 

Al.l l'lpt, air. 

!hank you. 
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September 22, 1938 

When Thompson went over to Forster's ott1oe today 
with the commission tor Preston Delano, J.F.T. 0 1 oonnor 
was sitting t here. Mr. Thom~son said he thought tast 
and said to Forster, "I haven t seen you tor a long time. 
I Just thought I would say hello,• and walker away. 
Forster got up and came over and said , 1 I want to see 
you a uout something ,• and he and Thompson got out ot 
slght ot O' Connor and Thompson delivered the commission 
to Ur. Forster. 
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».r. Oliphant 
».r. Loohhead 
Dr. White 
Dr. Viner 
llr. Fole7 
lira. Ilotz 

September 22, 1938 

3:00 p. m. 

-e }:. 14 v-
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Dr. Whit,:'fa bad a meeting with Je .. a Jonee this 
morning at 11 o clock. Present were llr. Jesse Jones, 
J ohn Goodloe and lam Sabin of R.P'. o. , and ».r. P'ole7, 
l&r. Norman o. Tis\Jena and .,.sel f from the TreaaurJ. 'fa 
can give JOU an aooount of our conversation. 

Dr, White: Thera were two proposals. One pro­
poaal, the one which the7 had heard of initiallJ, was 
the purohaee of stra tegic war materiala , consist ing 
oh1etly of tin and partl7 of tungsten, which were to be 
delivered periodically , per month or year; p&Jmente 
were to be aade in advance; the purohaae was to be &ada 
by t he Export-Import Bank -- excuse me, P'edaral Surplus 
Commodi ties CorPoration, financed b7 t he Export-Import 
with fund a from the R. P'. c. In raapona e to that, he 
t hought that was all right . He aaked a few quest1ona. 

IOI , Jr: 'fho didt 

Dr. White: Jeaee Jones. He said that that waa 
quite ali right. I auggeated there might be aome dif­
ficulties in obtaining the tin and that the Chinese had 
come forth with a aaoond proposal i nvolving the purohaaa 
ot ••• . 

H'" ,Jr: Just a aaoond. Had Jaaaa Jones hMI'd 
about this tin before JOU fa1lows came over theret 

Jlr, P'ol,tz: He heard about it froa hie own people , 
beoauee we wen o"Yer there and talked w1 ' h thea. 

Hll.Jr: Did rou prepare theat 

• 

• 
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Mr. 011p~t: Yee. Ed, 7eeterda7 or da7 before 
yuterda7, wu c earing -- which wae iU 

Mr. Folez: It wae the da7 before JeeterdaJ. He 
talked to Jonee 7eeterda7 and called ae back and &aid 
Jesse Jonee wanted to eee ae, eo Harrr and I went oYer 
and explained the thing Yeey full7 and he saYe hie ap­
proval subject to a further talk with you and Hull. 

Dr. White: And then we put forward the queat1on 
of wood oil, the purchase of wood oil \lllder e11l1lar con­
ditione with the exception that the Arm7 and NaYJ were 
not involved in it at all. Be thought that that wae 
eatiefaot orJ and could be arranged. I aent i oned certain 
d1ffioultiee --delivery-- and be eaid 'Let' e not concern 
ouraelYee with the diffi culties. W&Je and means will be 
f ound. 1 

Hll ,Jr: Who eal.d thiet 

Mr. f oleY: Jesse. 

Mr. Oliphant: 'Don't bring up any difficulties.• 

Dr. White: 1'hen ~~~entioned a third tentatin plan 
whi ch had been euggeeted, 'llhloh I &aid 7ou bad not gone 
over carefUlly yet, and it wae merely tentative, and wanted 
t o know hie reaction -- the extension of oredit b7 t he 
I mport-Export Bank to finance exports, eo auoh per aonth, 
eiailar to the one t hey had for~~~erly except t here would 
not be any restri ctions with reepeot to type of expendi­
ture. Hie reeponee to that was that we would have to 
take t hat up with Hull. 

Mr. Oliphant: 'You and he', he eal.d. 

Dr. White: He and the Secretary would ha•n to 
take it up with Hull. ' Doe• that aean JOil don't think 
it neoeaaary to take up the other two planet ' 

Mr. folu: He eal.d the State Depart•nt wae rep­
reeented on the Board of the Export-INPQrt Bank and 
t hought their repreeentatiYe would be able to put forward 
their position. 
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Dr. 11h1te: But he also said that he t hought either 
or the otller two plana were preferable beoauae we were 
getting eoiD8thing for thea and, he aa1d, after all the 
i.xport-IIIPort BanlL 1B an U.Ort bank and ia aet up to 
financ e ~orh aa well u exports and thia would fall 
right in that category, 

I asked him whether he had i n a1nd any ewa that 
he oare4 to mention. He preferred to wait to talk it 
over with you. I aaid the Chineae had mentioned 100 
milli ons and aeked whether he had any react ion to that. 
He said it sounded all right to hia. 

Hll . Jr: How llllohf 

Dr, 11111~: 100 a1ll1one. Juee Jonee aaid an:r 
amount. SOtt on t he whole - - he eaid 1!'ell the Seo-
retarr I am read7 to go and eee Mr. Hull at onoe or an7 
tiae. So~ impression wae that he waan1 t ver7 inter-
ested in the details after he had aeked h1a own men it 
they had examined it and whether i t oould be put through 
and be asked Foley that and he said yee, and he oeaeed 
to be interested in the details, and he &ave the definite 
impression that the eky wae the limit. 

BKt;;r: Doe an' t aound li.ke anything I ever heard 
Jeaee do t ore. 

Mr. Fole£ I waa eurpr1eed. It wae all on the 
velvet aide. ked a few questions and indicated he 
waa sympathetic a.nd agreeable. 

Hll . Jr: I did not know there were that man7 China­
men voted in Aaerioal 

Jlr, O~~nt 1 I called Wayne de.y bef ore yeaterda,y 
to f ind out w ~ men i n those three organizations he had 
been taliJ.ng to and t o what extent he had cleared it. 
And he waa very glad I called h1a; ~arentl7 1e a 11ttle 
bored out there. He told ae whioh .-en to oontaot and I 
asked hia 1t he had not aaid soaething to me bef ore he 
left a bout having d iaouased i t with t he State Departaent 
and he said he had diaouseed it with Feia and that waa 
hie plan - plan #1. · 

Dr. White: Tin and tungsten. 

• 
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Kr. OU~hant: He e&1d he d1aouued that with 
Feia and hie o Jeohon wu he did not think he oould 
get enough 80ney into it. I aa1d, 11hat figure ia 
rais th1nki"f on ' and he 1141d,' reu 1e think1ng ot 
100 aillion. !hat a&J be another surprise tor you. 

Dr. White: !hat' a the &Wil and eubetanoe of 
this morning. 

With reepeot to Chen, Aroh1e has already told 
you that he wants to oome and see you about the e11Yar, 
but their problem with respeot to tin, whioh would aka 
poeeible plan #1, they were at first not Yery hopeful 
about getting that thr~gh. lben the ditfioultiea of 
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t he wood oil were presented to thea, they beoaae a little 
110re hopeful ot getting arrangements tor the tin. 

The tin oomea trom Yunan. Yunan 1a in oharae 
ot a proYino1al goYernor and negotiations will haYe 
to go forward in order tor hla to permit exportation 
ot the tin, 

HK.Jr: Did he explain that tin is part of their 
monetary reeer...e in Yunant Did he tell you thatt 

Dr. White: llo. 

Dr. Viner: Has Yunan a separate ourrenoy? 

HK.Jr: And t 1D-1a part of their reaer...ea. Yael 

Dr. White: No, he did not mention it. 

HK Jr: This 1s what I thougnt I would do. A 
lot of r&iry tales going around on this thing. You see, 
I had an hour wi tn Chen and the reason I asked Chen to 
oo11e oYer is beoauae we understand eaoh other and ~ 
thought ia I will bUT all the e1lnr they oan del1nr 
herw between now and the tlrat of JanU&l'1, beoauae I 
think there 1a a Yery good chance , on aocount of this 
llexioan preesure , to atop bUTing Mexican e1l9'er, that 
they 1187 put through a bill to atop bUTiDC all e1lnr 
except doaeet1o. ley had .. on the telephone yesterday, 
eo I think there 1a a Yery good ohanoe they will u.nd 
the &11Yer Purchase Act and aake 1t eo we will Just ·pur­
ohaa~ domestic ailYer. 

lllr, Oliphant: Jo longer interested in prioel 

' 
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Dr. Viner: Interest ed in domestic prioe. 

HK,Jr: Interested only in the domestic pri ce , and 
with that in a1nd •••• 

Dr. Viner: •• • get a coaaitment. 

HK,Jr: Get a commitment and get it over. 

Dr. White: Except they cou1d not de11ver a gr eat 
dea1 before December or January. 

HK,Jr: We w1l1 find out . I win aelt how much 
can you deliver and I w111 take a ll they can get over 
here between now a nd January. 

17S 

The ot her thing 1e, I t a1lted t o Herbert before you 
peop1e cam in. I said, after a ll we might Just ae well 
recognize that the democrati c f orm of Gove rnment in my • 
lifetime is f inished. There is a bare chance we may 
still keep a democra t i c form of Government in the Pacific, 
but on1y a bare chance , and I said the Chen mission h 
our 1ast opportunity and, I sald, this has been i n Mr. 
Hu111 s lap since June or July and the responsibility 11 
entirely hie and rete sai d, I w111 r epeat t hat and I ea1d, 
Am I right? and Fete said, That's right. 

Dr . White: The reapons1b111ty for not doing s ome­
t hing up to now is hie. 

HK,Jr: I eaid the reapona1b111ty f or not doing 
somethi ng is hie. I said, I am on record 1n the enape 
of a cable and 1etter, and ready - - before t hat I was 
ready to do $100, 000,000. Fete said, Aa eoon ae you 
have got something let .., and Hamilton come over and we 
will try to eell 1t t o Mr. Hull. I said, We are going 
to do silver this afternoon. But he said, I am going 
to report, word for word, j uet what you said. I aaid, 
Am I overetat1ng 1t. He eaid, No , you are understating. 

I said , If t his country •nte two Fascist f OJ'III 
of Oovernment, one on the Atlantic and one on the Pacific, 
and Germany will control the Atlantic, now i f you want 
to turr. the Pao1f1c Ocean over to t he Japaneee -- we haTe 
only a el 1ght chance of et111 saving the •ituat1on and 
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understating it? 
it. 
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ie the laet chance. I ea1d, Am I 
Re said, No, you are underetating 

I will go the limit. I will ~ eTery ounce 
of ailTer aa fast as they can deliTer it. 

And the other thing, Chen told me he oan1 t de­
liTer tin. They don't control it. It 'e the wrong 
kind of money. Re frankly eaye it'• entirelJ inde­
pendent country; don't han the eame kind of ourrenoJ; 
t1n ie part of the monetary reeerve of Yunan ProTince. 

Re' a bringing me a aap to show ae the pou1bil­
itiea of transportation of wood oil. Re baa thie 
suggestion of an export corporation from China and an 
i~ort corporation from here, but he aa1d, Mr. Korgentbau, 
I can eell tlo,ooo,ooo worth of wood oil but, he ea1d, 
1t you say you are goi~ to buy it I don ' t know how to 
deliver it. He aaid, The onlJ transportation we have 
is under L. Soong, T. v. Soong's brother, who rune thia 
corporation and being close to the Sooqgdynaaty, being 
part, he can grab any part of it he wants, but tbat 1 e 
only tor the military. We baTe Just completed 100 
million gold marlta of bart sr with Germany. ' 

Dr. White: l'hat are t hey gi v1ng them? 

HK Jr: They got munitions and they gave them 
other stu!f. That's completed and that 1 a being wound 
up now and 1111der proteat ot the Japaneae the Germane 
will call off the munitiona, and they gave ae the name 
of t he company. The Germane han a company there 
which controls the thing. Th1e is all news to ••· 
And every bit of their munition, they got on a barter 
baaia and be said, 'the only t hing we have left ie tea 
which I am hand1ing and there h l<& million yuan of 
tea on exobange, for barter, with Russia. All our 
tea 1a pledged. We have a few goat ekina which don' t 
amount to ~a~ob. We can g1ve you eome Chinese art. 1 

K.r. Lochhead: They had them oTBr at the London 
exhibition. 

:·Jr: And be eaid with the exception of that 
all we is wood oil and we have no tranaportation. 
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We would ha•e to organi~e and-- I don't know. Be 
talked about IIOYing it up 1n faeol1ne truoke and he 
said, 'We oould take guollne , I eaid, How about 
haYing the 8000D1 Vaouua organize it. 'rbat would be 
marYelous. I wae going to aelt Walker to oome down. 
He lived in China for 20 rears, be being so nioe. 
I don 't know whether Standard Vaouua would want to 
do it, I don't know how muoh longer ther will exist. 
Don' t know whether ther want to take that ohance. When 
rou boil it down, rou have nothing. 

When I eaw the Preeident, after Wang had been 
on the Farm, I eaid, What do JOU want to dol Be aaid, 
We will give them 110 ,000,000 or 115,000,000 or 10 
or 15 aillion bushels of wheat. That1 e all the Prui­
dent would o~t hillself. He said, Go see Bull and 
eee how far be will go. He eaid, I will go ae far ae 
Hull will go. I eaid, Mr. President, will rou lea•e 
it to mel and he eaid yes. 

Don't let any of us kid ourselves. I said to 
Jesse, What about this llOO,ooo ,ooo oreditt He said , 
Forget it. He ea1d, You know me; forget 1t. 

Dr. White: J'oley said he probablr knew Hull 
would not do It. 

Kr. Olinhant: What rou said to Feie about thie 
being the iaerobanoe to save t he Pacifi c plue what JOU 
have Just said of what Chen baa told rou Juet adde up to 
one thing: that we ought to rilk the pr1oe of a oouple 
of ba ttleshipe. 

ID(,J~ I don't know wh ether rou have seen rq 
oable from rope on this wheat tiling. I am on record 
with Kr. Hull and t he Preeident, laet November, that I 
wanted to do a Job with Kex1oo. I am on record with 
the President that I want to do thie einoe laet June or 
Julr, but if the Preeident of the United State• can't 
lllke Hull do theee things -- I told h1a either Kr. Hull 
1e the IP'•atut un in th1e oountrr or he h the 1101t 
llisunderstood 11an and I said be triee to wear eve1'7bod7 

178 

' 

out and rou oan' t budge h1a. The Prelident praotioallJ 
said, Henr7, you ••• if )'Ou can do ao11111thing w1 th Hull. 1 

This wae all d1eouaaed at Cabinet when I wae 
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gone. I aaid I -• in tavo• ot tb1a and when llr. Hull 
ea1d he would go alo~ I wo·. ld talte oara ot it and I had 
heard Taylor •• aga1nat it. I aa1d when llr. Hull 1a 
in favo r of it, I will talte care of llr. Taylor in the 
oonfidential cable to Wallace. Wallaoe takea it and 
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puts it on the Cabinet table. Wallaoe writes .. in oon-
tidence, 'Will I get bue7 on Wayne TarlorT' I wired 
baok, ' I u i n favor ot a wheat and ootton loan. When 
the Preaident gets baolt and llr. Hull geta baolt and llr. 
Hull 1a t or it, I will aelt Wa~e '!'~lor fop *be deta1le. t 
That wae in Auguet. And don t let e kind eaoh other. 

Dr. Viner: But , llr. Secretary, it aeems to .. 
from what I gather that the reoord 1e not qui te ae olear 
aa that. You have aa1d f•s to a wheat and ootton loan. 
The Chineae aa1d they can t uee· that. You have got to 
decide thia: what would be the right thing tor the United 
Statea to do? You are prepared, aa tar ae the Treasury 
1e concerned , to work on that. 

Dr. ~te: No. No. The Secretary has aa1d 
more than t • At the time Hull aent over Moffett 
and Hamilton and the queetion waa of a relief loan plua 
a rehabilitation loan, tor truoks, eto. , the Secretary 
ea1d, 1 I u read7 to go aa far aa anrbod7 alee. 1 

HK.Jr: and I said I reoogni~e -- I don't I%P80t 
to get a oent baolt. 

Dr. White: You ea1d, Let 1 e etart with the aaeWIJ)­
tion tb&t we are not go1~ t o get anrth1ng back. 

Ur. Oliphant: Hull 11 e1tner the etateeaan of 
the time or an old 111811 rid1DC a hobby. 

Hll J r: And his hobby ie the trade treaties. 
And to a4Areu the llanagement people with t he statement 
that trade treatiea are a boon to the peaoe of the world 
and while he waa d1eouaaing it one oountry after another 
goee under. 

Dr. White: Doee.n't th11 point to the deeirab111t7 
ot concentrating on the poaaibil1t7 of ored1t t hrougb 
export o f 10 atoh a 110nth and put thl ft«ur• at 50 
aillione a 110ntht 

Rll.i£: Do rou W&Dt .. to 1ua 1t upl 'l'h1a attar-
noon we 1:1u7 every dollar' a wonh of a1lver he hal 
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got and I will take it aa faat ae be oan ahip it. 
'1'bat1 

1 nuaber l , luaber 21 the onl7 thinf be told •• 
he baa rot 1a t'IUIC oil aD4 on the tunc oil will ~ 
to hla, Mr. Cben, baTe 7ou been able to think tbroqh 
the transportation queationl 'I baTe not.' All 
right, would 7ou 11lte •• to baTe !Jlr, Walker of the 
8oooll)"-Vao1l- ooae down and ••• if be oan wo11t thla 
t hing outl And 11 there anrthlng elM that JOU haft 
got that JOU can del1Ter within the next alx 110ntbal 

!Jlr, OU~nt : luppoae he •ar• 1111betuUall7 
'llo , I re&ll7 Ten't rot aDJthing alee,• then arealt 
we oonJ1equentl7 up against -- in new of the terrifie 
emergenc7, 7011 Juet 11111111 ear we ought t o r1a1t on thie 
t hing llOO,ooo,ooo ore41tl 

!p!.Jrs For exporte. 

Kr• Oliphant: Yee. 

Dr. !h1 te~ So IIIUch a 110nth. 

HK.Jr: I will do it. 

Dr. lrhlte: Ien't that the better planl 

~· Oliphant: ! bat cute the Gor41&!1 knot and 
t he who e tliing 1a cleaned up. 

HK.Jr I aa willing. I don't think that on 
the tunc oi 7ou get &nf'lbere becauae the little I hue 
aeen -- OU for the Laapa of China, which •• authentic 
and b7 the t1ae 7011 organise a tranaportation atatea 
Contuoi•a will ooM back to tbh earth. 

~t lrhlte: And it will look 'blllll•, beoauee if 
they don oa. aorou it would look aa though 7ou •de 
a naiTe loan and, thia war, if the7 baTe to apend the 
110ne7 here, which would be one of the conditione, and 
if you .. de 1t a oredit of ao auoh a aonth with tile 
priTilege of reTokiDC that, 7011 would baTe &D effeotiTe 
deal. 

!f• Loal'it&dl !here 1a one thiDC -- WI WID' 
onr tber poal on aD4 their need for toretrn aebei!C'I 
and one of their neecla la &a»aut t27 ,000,000 for foreiCD 
debt aerbioe held praoUoall7 all b7 the Bri tiah. ~J 
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tried to get a loan t'ro• the Bri t1eh and the:r haYen' t got a oent. !he:r h&Ye etill kept eerYiolnr tho•• debts because the:r are trJing to get one. RarrJ and I reel rather treel:y that to aalte a loan in the Un1 te4 8tatee when the:r are eo draet1oall:r in nee4 ot exehanre that ie onl:r to pa:r intereet on English debte pute ue i n a poor poeltion. 

Dr. lrh1te: 'l'he:r 1ntt.ated the:r would etop that. 
Mr. Loobhoad! Tho:r haYo alroad:r etoppod on one 
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or two and that ie wh:f Rogore, who ie the Bank ot lngland man, ie eo terrlblJ anxioue to oome OYer here and be their adYieor. 

Dr. White: That will put Great Britain and rranoo on tho epot, Wheroae it wo bu:r wood oil the:r will ea:r you haY& ever:yth1ng that Oh1na hae to export. 

HM. Jr: Another th1ng, on tho wood oil the:r oan eoll it anywa:y. You are talking about something the:y oan sell. I have had time to thlnlt thla through. 
¥r. Oliphant: I think it boile down to the tact that if you haYs to la:y down theee battleehlpe, let'• rhk the price. 

HM,Jr: It :rou are going to talk the wa:r JOU tellowe are, I would go a etep turthsr, and I haYe aa1d lih1e be tore, that tlley ought to out out all thh monlte:r buelneae all oYer the world w1 th alddlemen and organize a buying oo~any whioh ie on the leYel. It we giYe thea f26 , 000, 000 t or their eilYer, I would like to know where eYer:r dollar of that goee. The:r oertalnl:r Ollght to PA1 interest on their Amer1oan debt . 

Dr. White: They will do that. 

HM.Jr; But the reat of the stutt window! 

Dr. lrh1te: The:r indicated ae .aoh. 

out the 

HM.Jr; Thh thing, :rou juet han to take a ltnlt'e and juet peel off the oute1de and ret oo.o.Dat Mat 1nei4e. 
pr. !h1ta: If :rour oonolueion ie ae clear •• that, 
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wh,Y delayl 'lh,y not go to Hull and .. t your olear 

poa1t1on before biml 

r·Jr: Beoause Jlr, Hull 1e no tl-aae of 111nd 

to dot oday. In the first plaoe, he' a in no 

frame of mind and pb)'eioally I am not in abape to go 

t o b1m. Firat · I have to go to the President . He 

hea a bead oold and he would Juat ae lief eay no be­

oauee be feels badly, I am all played out, Herbert 

Fe1e calla up and eaye thie ie one of the darkut dll)'a 

we have bad and you go over there and you don ' t know 

what ' a going to happen and the President feeling ae 

badly aa be does, I am physically low, the way it is 

I would say i t ls a bad time. Therefore, I would say 

that at lunch, Monday, when I see the President, I will 

ask him to make up hie m1nd def1ni tely and then I am 

ready to go to see Hull Tuesday. But I need f reeh 

air and to build up. I know when I am no good.But the 

statement about Hugh Johnson, hie beet fri end told me, 

be used to make his deo1eions after 9 o 1 olook when he 

was dead tired -- those were the early daye -- and 

Kancoclt used to say, Don' t IU.ke any deoieione. 

This ie no t i me for me t o take on the President 

or Hull, 

llr. Oliphant: I tb1nlt you are right. 

KK. Jr: And Jeese Jones ie Just making mouth beta. 

Ke won' t put the money on the line. 

you 1t 
and it 

Jlr, Oliphant: Until he hears t he Preeident st.¥ eo. 

Mr. Lochhead: In the meantime , the preee aelted 

you were goi~ to continue the eilver arrangements 

is continuing -- under dieoueeion. 

: · tr: Chen told .. that ever dnoe he lett 

there , foreign exchange hae piolted up, And let 

the announcement go out that we have extended our e1lver 

purobaaee, that gives them another ehot in the arm. 

Dr. lfh1te: As the f1rat etep. 

HK Jr: But I th1nlt I eee clearly. 

or don' t 1t 
J ake, do I 

Dr. Viner: Xes. You have to make up your 111nd 
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wha~ 11 1n ~be 1n~eree~ ot ~be Un1~e4 a~a~... ADd 
the next ~bing, TOU ha•e ~o pu1h tor 1t. 

HM,Jrl !ha~'e all r1gh~. 

pr. V~er: 1h1le ant1o1pat1ng that the State 
Department t e• 1~• a•propr1ate part of the N8POnt1-
b111t;y. 

183 

HM,Jr1 You know, when we 1tarted on tb11 arguaent, 
Hull • .ra if we do ~h1• tor Oh1na, we han ~o aate ~be 
eame otter tor Japan. 

At ~b11 po1 nt, Dr. Viner left ~be 
other• re~ned tor ~he •et1ng with Jlr. 
Rei Teh-aou, which followed 1aaediate!T. 
w1th the Oh1neee 1e reoorded 1eparatelT• 

oOo-ooo 

aee~1ng and ~be 
Chen and lr. 

The aeeUng 
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Preaentl 

8epteaber 22, 1~:58 

( Iaaed1atel)" following •sting 
or 3:00 p. a.> 

Mr. Chen 
)(r, Hei Teh- IIOU 
Mr. Oliphant 
Mr. Lochhead 
Dr. White 
llr. roley 
llre. Ilotz 

l>r::. \ 4 ~ 
. 184 

Hll , Jr: (To Mr. Chen) Did you bring ae aDJ aept 
Any pretty piotureet 

Kr. Chen: Yea, I have. 

Hll,Jr: Could I eee the aapt 

Kr . C~: Yea. (He went to the Seoretar,y'e aide 
of the deSk ~ pointed out on the aap the var1oue areas 
1n which wood oil 1a produced and the roads and •ana or 
transportation by which this o11 could be aoved.) 

Hll , Jr: That 1 a quite a big area. 11nel 

Now, Mr. Chen, what I thought we could do today 
ie this: l et ' s olean up the queetion or silver. That ' • 
something we don ' t have to talk to anybody elae about. 
You and I can decide that. 

Kr. Chana Yea. Thank JOU v e ry auoh. 

Hll , Jr: 8o I thought, 1n dew or what you told 1118 

the other night, I thought that 1r yc:N. would tell IDII - -

1r JOU are prepared to tell •• bow .any ounoea of eilver 
you have got and how faet you can deliver , we are ready 
to big on it. 

Mr. Lomead: TheJ haYS a total 10 far that they 
could abaolut~ proa1ee t o del1Yer or 86,580,000 ounoea. 
Out or that 84,560, 000, 851200 , 000 ounce• haYs be en ple4ged . 
In other word•, 1n order to get tha difference they han 
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to 11anage to redeem 'heir pledget. It we purchased 
the 84, 660, 000 ounoee -- ot oour1e, the:r are not going 
to get new mone:r tor that, but they will be able to re-
trieve. the:r have roughl;r · about 20 ,000,000 ounoee 
tree. But the;r have the other to deliver, but • •••• 

IDI,Jr : the:r have pledged the whole 84, 000,000 
ounoe1l 

~t Lochhead:· 64,200,000 ounoee ot that are 
loans t are running out. 

~ Oliphant: HQw moh 11 loaned agunet that 
64,000 , ounoeaf 

Mr. !gu: About f l9,SOO , OOO. 

IDI,Jr: Let me put it thie wa;r. 
tlret the unpledged silver? 

Can 1 t we bu;r 

Mr. ~ohh!ad: t he:r have a ver:r 1mall amount ot 
unpledged a~ver and , ot oourae , that would be the firet 
t hing the;r would be delivering. t hen, the other silver, 
lt wlll be necessary to bur blooka beoau•e they can' t 
take t he margin out wi th~t pa;ring out the loan. 

~Jr: 4roh1e, how muoh unpledged allver, or free 
silver, the:r gotl 

Mr. Lochhead: About 20 , 000,000 ouncee. 

IDI , Jr: there le etill 10 , 000,000 ouncee c0111ng 
on the preeent orderl 

Mr. Lochhead: that' e right. Not counted in. 

HM 1Jr: 4nd that oome1 from London? 

Mr. Lochh~tad: Yes. 

HM,Jr: 4nd that will be ehipped whenl 

Mr. Lochhead: We would ll&lte our bid on Septsaber 
~th, probilbl:r be ehi~ped i-ediately. 

HK,Jf: (to Mr. Chen) I don'' know whether your 
country -- e ~ a luokJ' liUaber in your oount1'7l It ie 
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Mr. Chen: We don ' t have that superstition Jet. 
fe have number 13. 

HK,Jr: But 23 ia luck. 

Dr. White: 13 1a unluok7. 

HK.Jr: Suppoaed to be luokJ. l o, 10 llilllon 
ounoee -- we will giYe 1t:N. a bid tomorrow -- tomorrow 
1e September 23rd -- we wi l l adYanoe it a week. 

Mr. Ch!n: this ship~~ent will arrin a week 
earl1erl 

HK,Jr: We will take it a week earlier. 
do 1 t tomorrow. 

Kr, Chen: Very fi ne. Thank :you eo much. 

We will 

HK.Jr: Just to do something t o get this thing 
started. No reason why we can't do that tomorrow? 

Mr. Lochhead: No. Do it any time you want. 

HK,Jr: Bid tomorrow on 10,000,000 ounceaT 

Mr. Lochhead: This oo~letee the prerlous program. 

HK,Jr: So tomorrow we will f1niah up the program 
and g1Ye yr». a bid tomorrow on 10,000,000. 

Mr. Chen: Thank 7ou nr:y atob. 

HK Jr: Now we get on the other. How JDUob e11Yer, 
Archie, ~ he got that he oan eell which 11 not pledged. 
20,000 ,000 ounceeT 

Mr. Lochhead& 
a1lver. 

20,000,000 ounoea firat, tree 

~Jr: Let •• aak JOU thia. How .uoh doea ~he 
Chineaa ernaent owe the United Statae GoYe~nt~ 

llr ret•: About .17,000,000 re•1nl on tbe 1-n 
fro• the Un ea Statee on the wheat and cotton loanT 

llll,Jr: !bat' e oloee anoiiSb• lhat I aa getting 

18S 
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at is the next intereet payment. 

Mr. Chen: J:nd of this month. 

HK,Jr: How atoll is thatt 

Dr. White: 800 ,000,000 gold doll are. 

HM,Jr: I t I may make a auggeetion, I euggeet 
that out of this money which we are going to pay tor the 
silver that you pay us that $800,000,000. 

lair. Chen: Absolutely. 

HK,Jr: To keep your credit good. 

If you don't mind, I am going to t alk fairlY fast 
and make s ome auggeetiona which I think are in your in­
terest and you can , i n turn , think them over. Seet 

187 

We are going t o tey t o do everything we can t o 
assist you. I t 's veey difficult. But we are going to 
do everythi ng we can. I , i .n turn, have to explain what 
I do to my Congrese. It has to make sense . We bought 
a lot of silver from you and t he thought I had i n mind 
was this : that whatever we buy from now on that if the 
Chinese Government oould f ora a sort of Ameri can corpor-
3tion, see, and depoeit tne pr oceede from the sale of 
t he silver 1n thie corporation here in the United States, 
uae that 1110ne;y, ae I say, to pay the 1800,000 ,000 and 
then use it to establish a credit to buy what you need 
in the United States. Supposing we say, whatever the 
ot her free silver you have, I am read;y to buy it. 

Wr. Chen: Yea. 

Hll Jr: Provided you depoai t that here. Seet 
Beoa'llse, lranklJ, if the United Statu is ready to go 
just aa far ae we can - - up t o now we have never aaked 
any ques tions, but you were kind enough to aay, the 
other night, to •• privately, that our a1lver purohaaee 
have made it poeeible t or you t o go on, and if all of 
this money we give you tor the silver goal for paying 
the debts of other countries, it does not help you in 
your present aituation. Now I t h i nk it i s time we 
ought to be practical. 

Mr. Chen: x ... 
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!Ol,Jr: And if p~ of the aoney we give ;rou 
goes to pa;r1ng interest on Aaerioan Government debts, 
that makee eenae, but if the reet of it ia uaed to 
pa;r interest on other Governaent debts, who won't help 
you in an:t wa:~ , fro• :rour standpoi nt and our atano!point 
it Just doea not aake eenae. I aa going to be very 
practical. 

Jlr. Chen: Yea. 

IOl,Jr: And what you need 11 i f we surround these 
purchases with certain conditione , t hen you oan sa:r 1 0h, 
we would love to pay you, Jlr. 'X' Country , but unfortu­
natelY in selling the ailver to America, they are very 
hard boiled, those Yankees over there , and the:r have 
tied up with money w1 th all kinde of oond1 tiona, and we 
are very sorry we can ' t pay you, but, Mr. ' X' Country, 
lf you want to establ ish a ored1t and let ua do bueineaa, 
we will be very glad to talk about servicing your debts. 

Now, I am not talki ng a e a diplomat , but as a 
friend of China and I am willing to t rust you by golng 
th1a far , and I am going prett y far when I aay this, 
but 1f the money ia free, an:t 'X' _.try oan ooll8 1n 
and aay, 'Wel,l, Allerioa Juet bought 10 000 000 ounoea of 
silver, how about servloing our debts?t twe are very 
sorry, but they aade ua deposl t it i n th1a corporation 
and it 1 s all tied up and surrounded with special regu­
lati ons and we oan 1 t touch it.• See? 

Kr. Chen: Yea. 

IOl,Jr: And then we aa:r t o you, use it for what 
you t h1 lllt is neceuary. I am not going to tell you what 
to buy , but i f you have a Chinese Government-owned cor­
poration, Juet like the Alltorg , the wa:~ the Rusa1ana 
have a government-owned t r ading oorporat1on,that buys 
what you need - - but to see a ll of this money going to 
aervloing foreign debts isn't going to help you and aakea 
me look rat her a1lly. 1'b.1e is terribly f rank. 

Jlr. Chen: I appreciate that . 

HK.Jr: And I don't want to get in d1pl oaatio 
ohannela, and t he State Department, i f they beard 118 
tallt like thia , would be very exoi ted. And I - aura 
tha Pr esident would baok 118 up 1n thla sort of talk. 
But in tb1a rooa we know that you are desperate. Now, 

1C8 
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to g1Ye ;you th1a aone;y and aee 1t 10 to aerT1cing the debts of other oountriea ie not going to help ;you one bit, but you haYe to haYe aoae exouae and I aa offering you that excuae. 

Kr. Chen: We appreciate thia •ery much. 
Jill Jr: But I don't ant th1a to go into diplo­matic o~nele. This 1a bue 1neee, not diploaac;y. 
Mr. C~n: Onl;y day before yeaterda7 I receiYed a cable troa r. l:u.ng the eerT1oe on t wo loane han al­readJ been euepended becauae we oannot PaT• 

HK,Jr: f he Br1 t1aht 

Mr. Chen: The Br1t1eh. And I think 1t 1e goi ng to be our policy in the fUture becauee we haYe not got money now to pay for it and we ha•e eo auch other Yital queationa, fighting f or l ife a nd those thlnge baYe t o be looked after first . 

169 

Hll,Jr: But I want you to giYe 111e ;your word of honor, wh1oh I yaJ.ue very highly, that t h1e idea 1e ;your• and not a1ne. Xou a r e going to oome baok and make th1e suggeet1on to me. You underatand what I mean? I want you to t h1nk it over and t hen , if you llk~ 1t, it'• ;your idea beoauae I don ' t want to be i n the poe1t1on aa Sec­retary of the Treasury of recommending that you don't p a;y your intereet .on the debta of other Oovernmenta. 

Mr. Chen: 
tact. 

Well , tbat 1 e more or leea eatabli ebed 

'l'hen I am HK.Jr : Well, that's all the better. not bel~ eo r aeh ae I think I &II. 

Dr, White: That _,puea onl:r to t he two debta. 
Mr. Qhen: Juat two debte. 
Dr, White: And then there are eome otherei but when t b.a otlier ooaea due that will be the tame po io;yt 
Mr. ~; Our reee!'Yi t are eo low we haYe no foreign exo~e 1n reeerve to maintain t he terYioe. 
Dr, Wh1 tt: &xc~t ;you wlll haft 1f the Seoretar:r 
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puroha••• the UIOUDt of 11l•er that ie under negotia­
tion , but in that e•ent that won't alter your pol1oyt 

!r. onen: lo. 

Dr, !h1tf: About euepending all foreign debte 
with the exoept on of the United 8tateet 

!r. Cbtru Ko, 

lUI,~ !r. Chen, on thie 10,000,000 oUDou of 
ail•er we t o110rrow troa you -- gi'l'e you a price --
it will be a l1ttle OYer k,ooo,ooo. !hat nu happen 
to that, it I ~ &alt. !ill that eta, i n th1e cOUJltrJ! 

~· !lou: !e ,gin it to Federal Reaer.e Banlt to 
be tranaerred to Chaae, beoauae our foreign balance in 
London and New York are with Chaee Bank, 

!SO 

Hli,Jr But it I aight take the liberty of aek1ng, 
what uee w1 1 you aake of that money? 

. 
Mr. Mou: !'or all pul'J)Osu. Ueual demands in 

the market aild tile Go•erD.IIent' e d raw1nge. 

IOI.Jr: But will that be uaed tor paying debt on 
other GO•ernaent loans? 

!r, !ou: llo , 1f the eer.ioe on loaDs 1e already 
etopped. 

IDI.Jr: But you are go1q t o pay the one t or the 
United ltatee GoYernaentt 

Kr• Chen: Oh, yee. 

Kr• !ou: 1aoo,ooo,ooo. 

!r, Chen: Yes. 

IDI.Jr: Ie that ee.S.-annualt 

Mr· Cb,tn: I think aea1-annual. 

HILh: So 1t you Pa3 th11 now, you are al1 !.'lcht 
t or ei£""ii0iit~at Ie that rilhU 

l!r, !pu 'fee, 

!r· CbtD: Yea. 
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Dr. White: The proceed• are not epent in the 
United Statee. 

!Dl,Jr: That 1 • an old deal. I .. talk1~ about 
t he next. I a• not Mki~ 8117 conditione. All I a• 
doing on that ia adYanoe it a week to get it out of the 
way. What I am talking about 11 new ailYer I am bu;ring , 
not t he 10,000,000 ounoee but the next , and I .. making 
the suggestion ;you people fora an Ame~1oan corporation 
and depoe1t ;rour mone;r in this corporation to be used 
for the purohaee of euppliee in the United States. 

Mr. Chen: Probably we have eome debte to be paid, 
not foreign debta, but payment for a..unition and merohan­
diae. 

Mr. Oliphant: In th1e countryT 

Mr. Chen: We are waiting a cable next few da;re, 
ehowing a detailed etatement of our outetanding puroha111; 
some in thie country; eome in other countr1ee. 

HK,Jrl lbat the outstanding obligations are. 

191 

Mr. Kou: We haY! 1nformat1on from the Department 
who control a th1e it 1e a fa1rl;r big epread onr a number 
of yeare, about fiYe ;rears, but 1llllll!d1ate oo•1tment we 
pay th1s ;rear eometh1ng like 15 to 20 a1llion u. s. dollare. 

Hll,Jr: Could you get th1e information eo we can 
I will explain _,eelf again. How much e1lver -- there 
are two kinde of eilYer. I am talking about-- let'• 
put it, call 1t one kind of silver wh1oh we will call 
cash silYer wh1oh you haY! not pledged, on which ;you haY! 
not borrowed, you have no bills to pa;y. How much of 
that have ;you got that ;you could put in the corporation 
with whioh to bu;y auppl1ee in the United StateeT 

Kr. !qu: Yea, eir. 

IIK,Jr: And t hen how .-e.h other e1lYer ;you baYI 
got rou want to eell ue which 1a alread;r pledged or ;rou 
have b1lle, :rou haY! to •eat J our obligation• to keep 
doing. Ienlt that the wa;r to d1dde 1tT 

!lr. !lou: Yea. 

IDl .Jr: Would 1t be pou1ble to d1Yide 1t that 
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way and get the anewert 

Kr. fiS!ohhead' 1'bie pledged ether 1e pledged 
against oael:oane 'he:r have got. Ae I eay ••••• 

Kr. Oliphant: Their equity in that ie bow .uob? 

llr. Loc~ad: Equity in 1hat h t? , 000 ,000, but 
you see they o~t get that margin out o! that until 
they pay the loane and the only .,ay they oan pay the 
loans is sell the silver. In other words, i! •e bought 
10,000 ,000 ounce• o! silver, they would probably)P&Y ott 
a loan with the prooeede and t h en ge t about a 1~ margin, 
a free il,OOO, OOO on that. 

HK,Jr: That' e one lUnd. But bow auoh ie the 
other kind. And d o they think •ell or t hie euggeetion 
o! forming an American corporation and depositing it and 
using it t or the purchas e or gooCs in the United Stateet 

Mr. Lo~hhgad: Absolutely tree silver with no 
pledge on is o, 00 ,000 ounces. 

192 

Dr. Whit e: Whioh the)' might increase to 30,000,000. 

Kr. Lochhead: 30 or :!6 a1ll1on. 
some o! tlii! provinces. 

Get it out of 

Kr. Chen: I am afraid the.t the tree silver which 
oan be purobaeed , t he Chinese Government may expect the 
proceeds to be paid , to make payments ! or munitions wh1 oh 
are already delivered to us. 

RK Jr: Find out from them, in addition to the 
pledged sliver, how much are your outetanding billa. 

Dr. White: Which have to be met in the near future . 

Kr. Chen: Yea. 

Dr. White: ror aerohandiee, but not f or debte. 

HK.Jr: How auoh does your GoveJ'IIIIent oweror pur­
oha .. a alread)' .. aa, on aerohand1ee delivered 011 to be 
delivered. What are your outstanding commitments. If 
you and I are in bueine .. on the firet of the aonth, what 
are your outstanding coaaitaentat 
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Dr. White: By tbe month; ginn monthly. 

Kr. Chen: We w111 ban f ull information. 

HK,Jr: And if it ie possible -- I am not pressing 
th1a -- I would like to know to which countries you owe 
that money. 

Ur. Mou: We have not that information yet. 

HY,Jr: But you tell lung that we want that infor­
mation. When you get tftia, the billa you have to pay , 
how muoh you have to pay in September, October, NOYamber 
and December, and to whom do you pay it. When going 
into th1a thing, Dr. lung baa said he truata ae. Bow 
he baa to trust me it we are going to be helpful. '!'bat' a 
all there is t o it and e1noe Kr. Chen lett all I have bean 
told ie Grimm' a fairy tale a, a lot of fairy t alee. I ban 
had no facta . Just been telling stories tor children - ­
treat me like a little oh1ld. Told all these little 
stories so I get to sleep at night , eo I oan go to sleep 
and not be afraid. During the two years you were away 
I have been told the atoriea that have been told to little 
oh1ldren so as not to frighten them. You understand! 
(I don't think he understanh that,) ('l'o Kr. Lochhead) 
You explain to t hem later~ 

How muoh silver they have, be aides what are their 
outstanding b1lla and t o whom they owe. '!'han when the7 
have paid their billa -- I am not suggesting t hey not pay 
their bills, but after that, how •uoh silver have these 
men got left, 

Kr. Lochhead: For the immediate months. 

Frankly, they are paying tor dead horses right now. 
They are going to have to use a lot of th1a tor goode al­
ready delivered, but it' a the same in the long run. 

Kr. Oliphant: The present value ia in the sanae 
ot maintaining their ored1t. 

HK,Jr: Whatever the picture ia, I am aura Dr. lung 
will give me the picture . I want a balance sheet. I 
want to know. '!'hey can't frighten me. I want to know. 
lbatever the worat ia, I want to know it. 

Kr. Chen: We .uat get you ttat. We found you 

1S3 
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were good enough to help us. It 1e our duty to giYe 
you the real picture, and we will do the beet we oan. 
If not, we will oable and get actual figure and present 
it to you. 

HK .~: That ' a right. Today 1a Thursday. If 
they get t ee cables off Thursday, you ought to haYe 
an answer by MondayT 

Kr. Chen: I think the cable should be here be­
fore that. 

HK,Jr: All I have done today 18 eimply to advance 
the purchAse ot the last 10,000,000 ounces by a week. I 
have done that. That ' s something. 

Mr. Chen: We still have a little bit of silver in 
Xwangei Province, 110,000,000. 

Dr. White: 
U. s. dollar e. 

HK ,Jr: I 
to help you, but 
what uee you are 

Chinese dollare. About 12,500 ,000 

want to buy all the silver that we oan 
we do like to know where it ie going -­
going to make of i t . 

~r. Chen: We must satisfy you with that first . 

IDl Jr: Ae to the wood oil, e1nos we han talked 
have you W -- do you thll'lk you oan solYe your trane­
portation problem? 

. Mr. Ohln: We have not oome to that queet1on;yester-
day we submit ed a memorandum to Dr. White and Mr. Loohhead 
and we Just received outline of organization , how this 
thing will be done because there are so many other teoh­
n1cal questions to be solved. 

IDl ,Jr: You have a memorandwaT 

Dr. White: Yea, we haYe a aemorandua which outlines 
the type of organization wh1oh they thought would handle 
it and how they thought they lllight transport it if Hankow 
falls. We have all that i nformation , but it doee not 
throw any additional light beyond that we discussed. 
They developed the idea of haYing a controlling agenoy 
eeoure aonopoly of the export and handle it within that. 

• 
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rtr: And then on tin, I under stand that t1n is loca e where you can't get itT 

Mrt Chen: Tin is Yunaan provinoi&l monopol7· This ques ion we have to take up with central GoTern-ment ot Yunan. We are IIUIIting some financial arrange-menta . Probably l'! e wil l han to giTe them foreign exchange. Provincial authorities want some foreign exchange. I han cabled that already and I expect to have reply very aoon. 

HJ( ,Jr: And t ungsten? 

Kr. Ch§n: Tungeten i a already Government monop­oly operated and controlled under the National Reeouroee Commieeion and I haTe cabled tor the etock, how much ready stock in hand can be transported to eeaporte. 
HJl,Jr: Well now, Kr. Chen , what I waa thinki ng ot doing unless something happens -- I have had three weeks ot trouble, and I thought I would go to rq Fa:m tor Saturday and Sunday and be baok here the tiret thing l!onday morning. Kaybe by that time your cables w111 be in. 

Kr. Chen: I nope eo. 

Hll Jr: And I thought we could get together, marbe 3 o'olock. konday aft ernoon. 

llr. Chen: Yea. 

HJl,Jr: Ka7be by that time we will ltnow b etter. And it anything should come up between now and Konday, Mr. Lochhead can call me on the phone it you have any 1au.ed1ate l ntonaation and I want to push ae rapidly as I can , but I need a little blt more informati on t o get the whole ploture. 

Krt Chen: the aeeia anoe. 
Yea. Clulte right. Thank you t or 

HJ(,Jr: We have not done auoh yet. 
Kr. Chen: I will get the tiguree t or you. 
IUI , Jr; We have not done much yet, but we hope 
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we can do more. 
that one week. 
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1.11 we have done has been to advance 

1C" 
--.1 0 

(At thia point , the Chineae gentlemen left the 
secretary' s office.) 

The Secretary made a remark, wh1oh waa not recorded, 
and on which Kr. Oli phant commented aa f ollows: 

Mr. Oliphant: I want to say one t hing. That 
would involve a GOvernment agency buying it and marketi ng 
it in this country. So far as I know, the Government 
has never gone in the merchandising buaineea. 

IIK,Jr: You «re wrong, Kr. Herman Oliphant . When 
I went to Farm Credit, I have $100,000, 000 -- I owned 
cotton , oorn, tomat oes , I had some brandy from California. 

Kr. Oliphant: All of which you took by way or 
roreoloaing. 

KU,Jr: Wel l , the difference between roreoloeing 
and Surplus Commodities loaning i50 on r oain when it ie 
worth $30, ia not a great stretch of the imagination. 

Kr . OliPhant: Almost all of this tungsten goes 
into the manufacture or paint and varnish and the oleaneat 
way to do it ie go to the head or that group and say , Do 
you fellows want to buy it? They eay, We don't have the 
money. 'We will let you have the money. ' 

IIK ,Jr; Chen hae talked to the paint and varnieh 
group and they haTe otfioee right here in Washington a nd 
he told me , when he was here before , they approached him. 
Their interest is i n stabilizing the prioe. 

I can go to the President and say, They han 80 
million ouncee of silver, but every nickel ie pledged. 
The question is do we want to buy this stuff -- I think 
a large proportion i a going to Garmany -- do we want to buy 
thie e11T«rthat'a al)....&oing to go to these countries or 
do we e1illply say let"Uglllh biQ' that. 

Dr. 'lb1te: Those are debts they aooumulated. 

HK,Jr: I went terribly tar when I went on these 

• 
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other Government loans. 

Dr. Whits: !bat would not be involved. All 

you are saying is that whatever aoquieition ot money 

they get here, they would have to s pend here. 

HK.Jr: New money tor new euppl8. But I did 

not want to go to the exten~ ot saying, The etutt you 

have boufht , go aee your oreditora and pay them in silver. 

I oouldn t do that. 

197 

lllr. Ol1ohant: You agree that 1f in thh thing 1e 

involved the meroh8nd1eing, that should be done by a private 

corporation? 

HK.Jr: There is one -- Sherwin and Williams is 

t he biggest one. 

lllr. Oli~hant: In the meantime you don't want any 

work done on t tf It will take a lot ot time. It you 

get t he right man and he oame in the room and ,you could 

sa,y , Will you do thiel Leon would know. 

HK.Jr: I would gain time and eo would the paint 

and varnish peilple. 

Dr. White: I antioipate trouble there. 

HK.Jr: !hie h the way ot handling tung o11. I 

think the way to do H ie -- I don't want to pull a Roose­

velt on you, but I had al.ready thought ot it -- we had con­

vereationa with t hem on palnt and varnish and he told me 

he had eeen thie tallow and be said 'Our interest in 

etabil1~ing the pr1oet and it Leon knows who the paint 

and varn1eh man 1e, I would eee him and get the thing 

rolling and let the tallows get together and '118 can t1nanoe 

the pa1nt and varn1eh people 1t the)' need it . 

w:r. 011~nt: You want to be able to say to the 

President, We ~e been all over tbt picture and th1e 1e 

all we have and it's Juet terrible. 

IDl Jr: We have done thle and eeen that and every 

dollar ~ve ie pledged or 11 going to pay bille tor 

' 
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merchandise t hey already haTS got . When we buy 60 ailli on 
ounces , who are we helping? We are helping this country, 
that country and that. Do you want to do itl !be Pree1-
dent will say, What oan you dol I w1ll say, You can Juat 
take your belt in and h1toh up your trousers and Btl¥ we 
ar e going to lend them a credit of llOO, OOO,OOO, wh1ch ia 
the price of a little oTer one battleah1p. But we haTe 
to do it so he won ' t go through t h1a and eay , Why don't 
you do th1a and do thatt . 

oOo-oOo 
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September 22 , 1938 

At a quarter to five, Kointyre telephoned t o aay 

that t he President ea1d, 1 'l'ell Henry t hat I &.II going to 
hold up t he signing or t he Delano comm1es1on tor two or 
three daye. It's too much l i ke spitting in a fellow'• 
face and we "111 wait until Jetty gets baok to the Paoitio 
Coast befor e we do 1t. 1 
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THE: SECA £TAAV OF THE TAEASUAV 

WAaH I N O TON 

I .,. writing in roply to your utter ot S.pted>er 1, in 

which you ask o. llWiber ot quootiona about the old-o.~ ponaion 

plen which 11 ncr. daanding tho att ention ot the people ot Cali­

fornia. I am aetting down your q~>~rli<llo in o rder, rtth a aua­

e&ry anllftr to oaoh or them, which I ate.lllator explain. 

1. "Would thia plan, lclown ae the Old J.(;e 

Ret1ro..,nt $SO a week plan, whi ch 1a to bo on the 

llovm:>ber ballot, it oarriod, bo o cnati tutional, to 

tho bea t oi' your kDOWledget• 

AruiWoro fb.a OOlllltitlltiono.lity of the plen if 

it 1a adopted by tho TOtaro ot California rtll bo tor 

the Federal courts to decide . I am intormod that there 

ia a strong lilot lihood tho.t it will be held unocnati­

tlltiono.l. 

2. " It aucceaatully passed and other atatea did 

likewiae , would it not diarupt our monetary ayatect• 

A. It ia Ill¥ opinion that it the plan were rut 

into otteot in Co.lifornio, and in other a tatoo, tho 

monetary oyatem or the country would be very aerioully 

diaturbod . 

s. •could auob plan be made to 110rk pa~ontlyt• 

A. It ia IllY boliof tte.t it could not. 

• · •can one bo lied• to accept itt• 

A. I prea\ae tbia queation retero to aooeptanoe 

ot the ao-oo.lled -........nte• to be iaaued Ull4er the 

plan. It ie Ill¥ boliet that eny att.pt to ctoroe 

aooeptanoe ot the ~·· oould bo auooeutull,y de­

feated Cll canatitutiono.l grounda. 

200 
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6 , "11'111 the b&Dka under our protected banld.nr; 

oyst. be &llowd to bendle i tt • 

J.. In 11tf opinion 1 t would be oCiltr&ry to t he publio 

interoot for the Feder&l r;ove,..xrt to permit bt.llkl lllb­

ject to ita wperrtoion to &ooept the eo-c&lled "waJ'I'III1te• 

e.a cash iteme. 

6. "If this plan 1a fe.xrtaetic alld irre&lllo.r md not 

in keeping with good govel"tiii:Bllt, why can 1 t not be dio­

couragod in its 1nfanoyT" 

A. It 1a r:w belief th&t tho ple.n ie • rante.stic and 

i rregular and not in keeping with g ood governmexrt• end th&t 

it should be discour~.~>ed by &1.1 possible mee.na . The Presidexrt 

has l>lready indicated th&t he rer;arde tbe plan ae unaound. 

(1) conetitutiondia of th& Pl..n - The pro{'Osod •condmtlllt to 

the Ce.lifornG: State Conat uti on oanteQple.teo t he is suonoe by the 

Stote of ... ..,.rnwto•, initiall y 1n the denomine.tion or one dollAr, to 

pvnllionero , ud ae put pa.ynent to Ste.te and mllni cip&l 01:1 ployeea •nd 

tc persons .:ho sell euppliee to tbe St&te md ita wbdividone. Every 

Thurcdl\y, for fitty-t.ro Troolc& e.tto r the date of isauance , & two-cent 

"\le.rrnnt Redemption St amp" =at be affixed to tho "wt.rrMt" m d the 

State plede;ea ita credit to redeem the warrent for ito f&ce 01:1ouxrt 

in Unltod Ste.teo currency & t tho end of th&t peri od. The "warr&nte" 

are tre.nafer&ble without endor•oment e.Xld o.re non- intoreat b ee.ring. 

Aa an illduco110nt to gerohe.nte and others to accept cucb "w&r.-.nte" , 

r roviaicn 11 made t o exc l ude tr&llaactiona in~lving tbe uae or th­

frcm Stl\te ae.lea and income tuea. 

Tho ciroul&r which he.s b een iallled to exple.in the &eondrAJJt 

tnd urgo it. adoption descr ibes tho "W&rn.nto" ... "med:\llla or pe.y<>ent• 

t o bo "redooced by tho Sto.te of Ce.lifornia" end aa & •super-lllbatitute 

for ~r.onoy. • The "w&rre.xrta• -'1 be used in the " puroh&ee" ot eny 

oO<nmodity, .•nd tho holder "'"¥ " spend them in the market" or "pe.y" 

t u ea, etc., therewith, or " In ohort, Retiromant Lifo Payment werran te 

rtll aorvc OTOry purpose of c...,.roial activities.• 

In other words, to put it more blunt]¥, the a:oondmont purporte 

to 11.uthorize the St&te of C&lifornia to isoue whet the pr~to or 

the law hope will aorTa &a money. 

Ropeat ed deciaione ot the Supr• • Court of the United St&teo 

have oot&bliohod th&t the Stateo beTa no ponr to io .. e money. !be~• 

dooioiona ue b&aed on J.rtiole I , Section 8, Claueo 6 of the Conatitu­

tion of the United St&tee and OlD Article I, Secti on 10, Cl&uee 1, 

'Which reiLdas "'lo state oh&ll • • • ooin 110ney, ... it bilh o f ereditJ 

miLlce enyth1ng but r;ol<l end oilver coin & t ender in p~nto of debto, 

••• •• 
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It aeomo aoat probable that the iaauanoe ot the propoaed 

•wo.rn.nte• by the State ot Califond. • would be found to be in oon­

ruct with one or botb ~ the above proTiaione of tb8 ConetitutiCD 

o: the United Statu, 

(2) Konetaii£ B£!'ecta - Dieregerding the quaation of conati­

tutionality , the pan it It were to be put into effect, wbether o.lCIIe 

in Celifornie or in Co.lifornie. md other Statee, woulcl have a aeriouely 

dltturbin& etfect on our monetary ayet.o. fhe propoae.l ie th•t the 

St11te or Californie. ehe.ll put into oirculation Tery large vol,....a of 

sa>ethin& W'hioh is propoaed ao • substitute for the lurtul money ot 

the United Stateo. It il inerttable tb8t e..coepte.nee ot this new fora 

202 

of ourronoy will be 11111 ted and the.t there will be diecrilline.tion 

agains t it. These diecrilline.tions e.re certain to take the torm ot price 

difrerentido u well ao re!'uae.la to accept the ao-oe.lled "warranta,• 

IThatovor the details, they are oorte.in to reeult in all ot the oTill 

connected with a dual ~U>nete.ry eyet.o. 

(S) Distribution ot Tax Burden - I have not attempted to veri ty 

you r calculation that tbl plan will lnvolYe distribution or warre.nta 

in t ho CW>Ount or fiftoon million dolle.re a weak , or eevon hundred md 

ei~ty aillion.o a year, but th.e very existence of the extraordinary 

fiGclll eoheJ:>G involTed ie evidence that tho bw'<lon of prertdin& peneiona 

on the sonlo proposed ia thou&}lt to bo beyond tho ortli.Dilry tax resource• 

or t he State. The plan, bO'tlltTOr, propooee a aobeme of taxation whioh 1a 

excoodingly severo, The outete.nding warranto are to be taxed at the 

.... te or two per cent a week, 'llhioh moe.na that those thrcu£h 'lftoee he.nda 

t hey pees 11111at in the course of a year pay lilOre than tho full fe.oe ..,..unt 

of t he wo.rranta . This would e.ppee.r to ple.ce tb8 tax burden on thoae lObo 

r:tay be induced to acoept tho "warranto• in payment tor goode or aervioeo , 

but it te8lils oortain that a. l&r&e portion of this burden would bo trans­

ferred to the penaionora and other original reoipiente of the warranto 

by retuae.l of othero to aooept t~ ueopt at a auhetontill diloount, 

A gonor o.l ealoo tax of the aoope neeeosazy to provide ronnuo to finance 

so huge e.n expenditure would unquestionably be a heavy burden upon tb8 

people of tb8 State, The ertla of a genero.l oe.lea cr tranAotiona tax, 

hanover, would bo leSB than thoee o!' a plan which oCDoentre.tea taxation 

•t on exceedingl,y burdenoCE~e rate on a lillited number ot to.xpe,yere with­

out ~ reference to the principle of ability to ~· tho il>oquity of 

the plan £'rom a tax otondpoint would not be auooeeetully diaguiaed by tb8 

pretenu ot llle.kin& it •olunte.ry. But tb8 plan &lao """' to involve a 

heavy financial burden an tha State and ita aubd1rto1ona 'Ohich W1ll 

result trca .-il8ion of other taxea ond the &ooept&noo ot the "warro.nta• 

in ~nt ot taxeo . 

( <.) General Oonoluoiona - I believe t hat a oruol md doluaive 

hope ia boine; held out tO thooe who expeot to be benefioie.riea uncln the 

plllD proposed u an ...,...s-nt to tho California Stato Constitution. I 
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doubt that tho pl&D oaD be put i nto operation, t.Dd I t'Ml oort.in that u 1 t doN go into partial operation it will •'""'toa&ll7 bn.k cl"""• With tb.o ro .. l t tbat c re&t loaeoo Will be .,ota1Do4 'bJ' inclh1clualaJ tho Stato Oo.,.nDent will be aor101lo}¥ -......- anc1 tba pll&h'l o t thoao in need ot pul>Uo uaiotaDoo will be OCP"'""ted n.ther tb& ta­pro .. d, while at tho .,... tiae the a tte.pt to oarry tb.roup a aU.. toredo.....S to t a ilura will oorn to dioorodit ooomd old"""'" pcoiaa proponl•• 

I • in tull a,.._tey with ottorto to prortdo added ooOW'it)­for tho agod and tho W>llllploJ*l ...,.,..,.r tbat llllclocl ~ .. iotaDoo oaD be 
oowu!}¥ tlnanood. Koro.,...r • I ohould bo the lut to ol&ia tbat 01r proaont oooial 80ourit)- progra io aoro than a p ro lilllinary atte.pt to erapplo With tho probl••o. rho oCZ11ng yw.n aro bolmd to "" roaoonocl 
rofomo and uton~io111 ot a p rocro- 'tlbl.oh 11 a till in tho uporiMntal at•&•· But I .., unroM.....U:y oppooocl to all .. oil r .. tuuo ..... ao tho CaUtomia pl..,, whioh hold out tala• hopoo to thoae i n need ot help and .... ieh threaten tillaDGial ruin to tbe • mlt1•• whioh Ill¥ be proTOilod upon to adopt tbea. 

llr. L. R. W. 11&111<&, 
933 Baat A Stroot, 
Ontario, Calitomia. 
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1. J - . I / -- "" . •• ...... ~ 

~ ) 
.-+ ~. ~ . I r.,. 

D-ar .... lloPfuo 

I • •nt i.D& 1D repl7 to 'f'WZ httu of hpll ••r 1, 1a 

"Chh 10" a* a allaber of '"onlOiltl aboQt \M ·~ ..-a• 
plaA wbhb. 1a now 4-..lln& U.. a~\lcm of \be people of Call• 

forala. I aa oottl.JIC "-TfN' ..,. .. t,_ 1a ..... r, wttall a_.,. 

an-r to oaob. o( ta-, • ll.l.ob. I olla.ll later aplala. 

1. "Ww14 tb.J.o plaa, a-u tu 014 Af1> 
lotu-at tao a Woll: pluo wblob U to k a tile 

IOft&bor 'ballot, 1t oarno4, k .-.tltutlcmal, to 

\M Mot of 'fOIIZ t~e&pt• 

........ r . 'fb.o o0118\ltut.i-uty of \be plaa 1t 

it U odoptM 'by tllo ~ro of Calltorala will liD for 

\be ........ 1 oovrto to 4M14o. I • lat_... that \Mro 

1o a ltPoq litolllloool tllat 1t will liD bolA Wllt....ti­

twtl-.1. 

1. "It _ .. oollallr puoo4 llll4 o ther natoo 4S4 

l ll<w1•, '1111\114 1 t DOt 4JaNpll - -tory oJO\ea!" 

A. It 1o ~ oplaiaa tut 1t tllo plan nro tN' 
1Jito offeot la Calltorala, ...& 1a otb.or ota'-o, \liD 

~a yet.. of tllo ooiiJI\17 wculAI bo YeJ7 Mrl-17 
Uotui'MA. 

1. •cwl4 web plaa bo ...so to Wllft ,.-urt• 

A. It 1.a ~ bdl.af tlu* 1 t oo\114 liCit. 

•· •o.a - 11e _.. to -pt ut• 

A. I p- a1o .-nu. ro~~tro • •• '' -

o1 u.. ·-u .. -.n-to• • bo 1.-4....,. -. plan. 

It u ~ -.1Dl• .. .., ... ,, - _... .. ....,._ 
of tile .._,.,_ •• oo1114 bo ~ ..W .. --

-'l.tnl-.1 p a ''• 

•· •u1.._,.......,....,..,. ........ ~ 
.,.-. k all__. to llaMJ.o 1"" 

2U4 

' 
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A. Ill ., .,1a1ca 1\ ..U be ocm\ruy to ta. publlo 

1ataoran \o pemlt 11.-. \o • ...,, t~~e -.11M "wanaata• 

.. oaah lt... 

4 , •rt thle plaa 1a t'aD\a.nio aDil 1rNplar ..,. 11oft 

1a l<eeplJII with coo4 co.,.~a, •lor oan 1 t Jlot be ctu-.t 
ill 1 w 111hz>o1f. 

A., It il rq beliot tbat tM plan 11 •f•tae\1• aDd lrnp­

l ar u4 nat l n boplJl& with coo4 ,..,....-t• ... tu.t 1t u-u 
be 4iMOura,-ed 'b7 all poalblo aoau. 

?uS 

(1) ccmn1tut10MJ.1~ttr tM Plan - """propo ... •• o , to 

u. Calltftli I&G cadi ti• -'rrslaiiM ta. 1-'117 .. 
State ot "arrute•, 11llt1al~ ill tho ,.,_bdl.., or one bllar, to 

pnal-ra, all4 u put pa:r-nt to ltato ..,. ..tetpal o..,loJMa acl 

\o pore..,. Wbo Mll eupptJ.a to tm Stat. ....S ito alll>41?1e1..,., ... ..,. 

flloan4q, tw tltt,....WO 1Nata att.r tile ... ot 11-, a tiOD I at 

.. ari'Uit w..ptlCIII. Ita,. --' be att1u4 to tbe "ftnoaalt• all4 ~o 

ltaw ploq,M 1tao oro4it to ,..._the .........t tor lte rue -..own 
la 17nlto4 &tatoo ovnao:r at tbe _. ot •ob porlo4. !boo -.n...te• 

.,.. hMl;r ti'ID8hrablo wit!wlllt Oll4or-' Oll4 .,. -1ntor01t 

boarlJai • .&.e • ,,., 1 Jot to aorobaate Oll4 o1bora to &ooopt aoh 

-..n-w•, ,....n.a1• 1a •• to onllldo t.........u .... ilmll?lJlc tile 

papollt ot "-rranto• tr.. State O&loa &ncl ill- tuM, 

!boo o1Jeeal.ar wldob hu 'booll 1..,... to expl&lJl till • ' t 

ac1 11rp lh ••••U• 4Norl.boa \be "wa.rraata0 u -...u- of p.,_t• 

to "- 0rd1 I I I 'IIJ tbe ltato ot Calltonoia0 &Dd U a •wper-n"-tltuto 

tor _,.. !boo -..n-ta• ~ be ..... ill tbe -,.ra~~uo• ot ~ 

•-d1t,', all4 tt. holclor ~ •opeec1 ,._ ill tbe -.n:.t• or .,.,­

tu.o, o\o,, tllorw1th. er •ta abort, le\u-.t Lito ~ wanw.to 

will IOrft -r:r pwj =M of I rai&l aotl?itlooo0 

Ill ~ wr&e. to p~~t 1t aora bl•t~. ta. -
0 

r parperto 

to &~riM tM ltato or Callt'orala \o 1-o wll&t tM pr• w ot 

tllo ~ loopa will Mrft M _,., 

..... tocl ... lal_ ot ta. .. ,_ CcNrt ot \a. Vll1W ltatoo 

laaft oatabl1e1Iocl tbat tile poaaor ol tbe ,....ral O.W.-l - _, 

11 acl.,.lft. !hla p-r h oapro .... la .lrtlolo I,._.'- I, 

c~ 1 at tho c.nttntea ot 11M '11111tocl ltatoe. ftlo o-tl"""'­
r.ru.r ,..uoo, Artiolo I, ....s.. 10, c~ 1, U.t "lo MaW 

eiiall • • • euJa _,., ..tt 'IIUlo e1 ....atn _.. wo" ,,. '-' pK 

... .u- oa1ll a t 0 r 1a ,.,....- of ...._, o • 0 • • 

I 

Regraded Uclassified



-a-

It - .n pro'IIUl.a ~ \JM 1- <II tllo pr.,. .. 

~· liT \be It&t. ot C.Uto1'111a ww14 be toaol. to bot 1a 

.... ruot 'llitb - • Mtll ot tiM &bow prO"fU1oaa ot t.lle c...ns.­
tutioa of tbe Vlll._. lt.tea. 

(2) i !ij;! ~- Dhret)U'tiar; tbe tuMtiml of •-

atltutioDal \7• p lt wre to be put 1Jito ott..\• ....U.r 

al- 1A C.Utonda or 1A C.l1to1'111a u4 otbar ltatea• ..W .._. a 

.. rioaal y cU.turbb'' ettaot on our _...,. .,..._ !1M propoeel 

11 tbat \be 5tate <II Calltonda ellall pat 111to oil'wla\ioa .,_,. 

llr~ Tol""M ot •-thin~ wh1oh h propoee4 •• a ooabn1toate tllr 

tho lat'&l ~ of tbe Vlllt.d lt.tea. It 1a 1.-1~ tat 

ao• ptanoe fiC tbia ,_ fora of..,...._.,. will be Ua1U4 aa4 tat 

there 'rill bo diooriaiatiOD epiallt lt. lhMe 41aaria1Dat1- are 

oortala to tan the f- ot pri .. 4.1tto.-Ual.a •• wll •• nliiMla 

to a-pt tbe --.lla4 ._rranu. • llb&W..r tbe 4et.lh• t1u!J are 

oortaiA to reelllt 1a all ot the n'ila --.s 'ritb a 411&1 .., .. ta,. 

.,.n.. 

(I) a-oa1o u.S loaial Utoeta - 1 bave not att.opW to 

ftrlty 'fO'I/1Z' Nliiiil&tua hat tlii plii 111.11 bftlft d111tribootloa ot 

'II!U'J'IIata 1a tile _,.t of t1"- 111U1oa clellara a...-. or -

I 

.........,&ad dr;bty 111111- a :tea'~• but tbe TaFy e:d.eten• <II tbe " 

~ n.-1 .._ iaYol-.1 1e • ...u- that ""' botrda 

of pi'O't1.41At; p...S- on tba eaala pr~ h tlwNpt to be bey-a 

tho oN1Jiary tax ,.._,_. of tbe ltat o. De plaa. ............. PI'OJ nu 

a ~ ot taatla wlolala ie •• I UacQ- anen. !be -~IS 

.......,ta are to be --.,. at tile n.u of '- par -' a -*• Pri• 

Mri~ t.ll1a tax h UalW to tboee- ~be l"""...S to a-pt tbe 

~w• 1a pe.J111M1t fw G004a or ....n-. A ~ •&1•• tax 

of tba eaopa .. .......,. to p!'O"t'1de ••• •• to n-ee e o 11111}0 aa •• 

pud.itve -t• ..,.. .. u.-ll~ be a -....,. ........_ .. ,_ tbe ,.._,..,. 

UD4 ,._.,_ ot U.. IU.t.. !1M .nta ot a c-nl eal .. or v. ... 
ut1oaa tax. ll ... ,. 1nlll14 be lMa ~ tltoM ot a plaa wlolala •­

-tnt. tuat1oa at aa exndta,~ llu'··- n.u • a liait .. 

-.ber of ~n 'rit.llaat azq nto..- to tbe p..U.lpla <II ablU• 

to pq. tile 1M9>1t7 ot tbe plaa tre a tax at&atpo1at -14 aot 

bo IRI~ Ul!pi.eed 'v tbe ptMII w ot Mlr1•c lt YOlllll...,.• 

( ' ) O..n.l Caael .. s-- 1 bell ..... \bet a -1 ... .,._ 

1u1" bopa Ia b.Lii liiU ;a; to .,_ no ..,..t u be "-l'laiarl• 

........,. tbe plaa ,...,..... •• • t to ~ Cal11'ania a-.w -

at1Wt1-. 1 fMl Mna1a tls&t tlroe plaa •• aot 'M Jll\ 1 .. .,..... 

atia, that 1t lt 4•• 1• 1Jato pan1al .,.,.u. U lii.U ._. 'J;J 

bi'Mk a-. nt.ll U• reau. t.llat ,~:a.- 111.11 'M • ..,.,,... ._. 

W1Y1411&la1 u.. atate o.....-t -nu • •ri.-17 .............. _. 

tba PliP' ot t.ll- 1a .,... at ,.a.1t. ~ wU1 'M ~W 

n.ta..r tMa t.prwed. 
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1 • 1a ~au c a " wttll •"*• -. ,. •. u ...... -'• 

,., .......... tiM ,, '""' 1 sw ......... Mil -
11e n,. t' '• .,.. 1 • - 1 1 n,. 11: t • au -* a.-
'-"- .. tiM tllll.t sa .-. ......... .s.. ....... 
.... 1a ... •t •a. ssst '*Mil -

2 

,. ,., ada - tiM -
.-!U.. ~_,be pa ., .. .,_ • ... U... 

l .... - ... .,...,_ .. .,.., _H., as. lnter I 0 Jle. 

•• I.LW. llclnllla• .. ...- .... -...... 

• ., •l:r ,_ .. 

laazvtlaq of \be '-17• 

\ a.tar1o. o.l i.f;l..-.t. 
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SUbJect: 

---.U.L_._ 
----·~ 

TREASURY DEPARTMENT 
601 

UNITED STATES COAST GUARD 

WASHINGTON 

8-s~t.~~er ... 1938. 

Cout Guazd aoUTitlea in tbe hurrioane aD4 flood atriokac 

arau ot lfew York aDd w .. Kll&lllll4, Bept.ber 81-22, 19380 

All Coaat O...rd forcea eloDC the .ltllntlo Oout north of 

Norfolk , Virginia, han b .. n .aploJ~ in auie tiDC pu.ou and p~M)­

"" a result of the Hurrioane wbioh atruok the northaaat area yeeterd&J 

e ttemoon. 

'lbe Coaat Cluard 1e oooparating ful.l7 w1 th the .Amerioan 

Red Oroaa, State an4 VWiioipal ottioialao 

Coaat Cluard planU are Mk1ng a •Ul'T&7 ot tbe ator. due&• 

1o the ProT1danoe - Narranp!.llllett Bay - Buzzarda Bay and Cape Cod arau. 

A Coast Cluard plane hea been plao~ a t t he diapoaal of 

Red Croaa diSast er relief ~raaactetlTM enrout a to the atriokan area. 

""-m1oat1on truou and Tueala are operatua in the 

tlooded and dul-ced areas . 

208 

Cout OQar4 Stetiou a114 -u boate ba'f8 eutta~ oonaidorable 

damage along the aouth ab.ore of LaD& I.alaD4 an4 11\e aortbaut oout, 

R. R. •I!IIRI, 
Jlaar A4airal., '0. s. Ooaa1> Cluard, 

ozr·ntleni:. 

Regraded Uclassified



'!be center or ~. tropical hurricem reached i te b igbaat 

inwneity orr ~e eeetern Up or Long Island about 7:00 p .a. 

on 'llodneeday nlgbt , wHb • wiDd n l aeJ.ty reported as 65 allee 

per hour. During t he dq yeeterday. the r 1Yare and etr- or 

Rhode IelADd onrtlowed their balllte and iAUDdated t be eurroundlng 

ci Uee aDd towna, duo to a 11. 4 lllch rallltall 111 tbe regione. 

'llllimant i c, Conn., ••• reported ae bei~~g the worst hi t by tho flood 

... t,ore. '!be Oo:tlll&llder, Booton D1Yi sion eeque eted the Col!lliB Dder, 

Third Dletrict aa early aa 10:42 to eend a t ruck t~nd boat t~ller 

end a 26-tt. motor launch to ~ Willmantic tor flood relief operatione. 

At 11:27 e .a. , t he eom.ander, Base Four adTised he ha d r eceived reques t e 

tor Coast Guard aasistance tor flood relief wort in the vicinity of 

~lll&a.ntlc, Conn. Baee Four reported sending two dor1ea with outboard 

=otora and t our &an, 811d that 26 t oot 1110tor launch would be sent upon 

arrival or truck 811d trailer from Third or Fourth District. 

At 7:20 P .ll. , Lieutenant •••-•11!1wrxbrla DeOtta, Naw York DiTislon 

209 

reported that on aceount o r the hurricane, all Coaat GUar' personnel, 

cuttera , petrol boate, tuae and truelr::e on duty. All liberty and leaTe 

cancelled. A1r etetion etandlng by to 1111ke e complet e search at dawn . 

Cuttere C!IAI!l'LAill, ICARCS , PQNTCBARTRAIN etanding by in SoDdy Root Bay • 

Cutter ACTIV! aeerching Long IalaDd Sound tor Terioue neeale repo,rted 

ashore and missing. All Long Ialand Statlone aee1et1ng peraone to eatety 

and 1nnet1gat1ng reported dietreee caeee. lxtre•l)" poor Tlaibllity M1<1ng 

all opsretiona difficult. '!be f ollowing Cout GUard Stat1one deMced: 
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G&orsloo Statton, ccaplete!7 dealoiabed; Keoon SteUon, becll7 cleaged; J'onee 

eeecb S tetlon, abandoned aDd epperct17 badly deaged; Od IelllDd Stetlon, 

t>edly cleJ:Ia8ecl; Jlre IelllDd Station, teapore.rlly obendoned, but now tn uae -

,.Qdorete damage. All Long Ialend telephone linea eer1oua!7 duleged, but 

eurgancy repelr torce now lll&klD8 repelre. 'ftlree redlo trueb operating 

tbrOugbollt Long Illland. i>etell ot 20 11en from SllTer Guard wltb two trucb 

ol" ratlng where needed. Approx tmtely 100 verloua crett edrltt. Ceeat Guard 

boata esststlng . llotorboat TORTOISE ren a.ebore near Iatona Neck Ceeat Guard 

Ststlon end capelzed - l _, drowned, two MD eaved. Three bargee capahed 

ln Gronsend Be.y - no loea ot llte. '!'be ujor aerloua property da110.ge le on 

Flre leland, Oak leland 1\Dd the .-lc1nlty ot Eaat Hopton. No report baa been 

received from the eeetern ttp ot Long leland. 

At 8:1:! p.a. , Ocean City Stetlon llteboet 1JI reeponae to a d1etreu call 

bro\l8bt t he motor tleh1ng beet BOLOKAI (No. 110486) t broUf,h dengeroua eeea 

to Oceun Cl ty Inlet. 

At 8:~ p.11., the ClEN!RAL GRUHZ reported that one warrant ottlcer 

enllated aen were be lieved to be drowned dur ing reecue work. 

At 8::!0 p.a., the New York Dl.-lalon reported that 1111111 were bo .. l eae 

clurlng tbe atora, and euggeated Red cro• aeelatance. All o<E~~UDlcatlon llnee 

out ot New London deet"*ed and ~er out . 

At 8::!4 p.a., Bea4quertare ad'f1aed Baae four, New LoDdon, that tba Red Croae 

edvteee 'ileeter!7, R.I. 1.n need ot 'boate. , all4 at 8::1& P••·, Beaclquertare req~~Mted 

the ~dar, Be .. four, \86- to edrlJOa ot preeent oCD4 Ulone during the water­

trent tire l n !lew London 1111cl wbet Reel Cro .. euietanoe needed. 

At 9:00 p.a., Bau J'our reporta oouldereble ~ to Beee J'ooar, \bat 

the CG-156 u4 CG-171 wblob ..... eteadlng bJ' .. ra wubed ubore bJ State Pler aad 
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exteDBhely clallaged. Re•1ll4er ot flee\ in sate a:oorl.np. ODe 1110\or 

sailer wb tch ••• aecured on dock UDaecounted tor. D..-ge w dock ex\euhe. 

llakl118 euney ot large aeotion ot City reported e.tlre. No boata an1leble 

ror any eaa1etance work aa br14ge to Sb11wa Co .. e ou\ ot e.,_,_ealon tor 

Indefinit e period. 

At 10:p.m., Heed~uertere re~ueated J'itth Dlatrlc\ to turnlab IUI7 

information evfti1eble regarding tiebing boa\ UNO::JI.s'ft:R operated by 1. Howard 

Smi th of Port Yonmouth, N.J. 

At 10 :00 P·"'•, Baae J'our reported tlre a t New London now under control 

wHh r esult that whole -tertront rroa about TUley St. to nearly H001ard St. 

about ten blocks destr oyed. 

At 10:03 Baae Four reporta tire under cont rol with sneral hundred people 

homeleee . 

At 10:50 P.ll. , Comdr. Norfolk Dlrtdon ottered tbe aer-.1cea ot &DY ot 

hi e e~ulpaent to the N0 w York Divlslon, lt needed . 

' 

At 10:53, the Comdr. Norfolk Dlvie lon ordered t he Sixth Dlatrtet In a 

standby atetus to be reedy t o auwer call f or help trom the New Yori< Di .. ilion. 

At 11:48 p.a., Baae J'our tranaaltted e aeaeege tor e repreaentathe or 

t he Red Croaa ln the area to Mr . Richerd F. Allen, Ooamender, !astern Area, 

ll'aah ineton "Approxiaately 1000 taalUoa ill New London ill need or l.Juoed1ate 

relief bomeleea clothing and bedding gone. J'lre and tlood baa de ... eteted tbla 

c1 ty. Han •de errangeaente tor uee or achool bulldillg ea Red Croee 

emergency relief Readquartere. Coaa t Guard can aa11tat 1n ~ttlllg auppll• 

and personne l Into New London. Rlgbw•J tratrig poor and not a4 .. 1M4. All 

railroad tratrlc out. Bealdea clothing and bedding extra aedical auppllee 

and toad wlll be needed. J'ira Practically out. Landi.nS or l andpl.Ua no\ 

I 
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At 1?.:32 •·•·, Tburedq , !lew Yorlc Dhillon ordered tbe cutur IIOI!A111: 
to proceed to New London, and to .. tabUab c.._.,!caUona w1 til Booe .rour 
when poee1ble . 

At 12:40 a.a., tbe Booton D1~1o1on reported tbe following received traa 
Ditch PlaiDs Station ~ie Cutter A1IOO "Ditch Plaine reporta tbet be Ia out or 
coc=1a81on on hie reoe!Ter but be can work b!a treualtter. Ria boat bouse 
hoe been washed away end be only has one boat lUt end 1 t 1e our ot 
cCIGitiaolon/ COCIEUD!Cetlon wl tb h1a baa 'been e rranged tbrD)I8h 1IOR in Newerl, 
ll .1., ee they ere eend1ng to h ill on a broadcaet and receh1ng hla on a eaall 
set they baTe at that 8tat1on. 

At 12:45 •·•·• in reply to a aeasage troll Beadquerterl, the J'ittb 
Distric t report• unable .., obtain lnforcatlon concerning the boat I.Ar.CAS'I!lll., 

At 12:~1 a.a . , the New York Div1e1on told the Norfolk Divlaion 
that e:;ulpeent troa the Norfolk Divleion would not be needed in the -rgenoy. 

At 1:20 e . a ., Baoo Pour, repcrte Shews Cove br14ge wrped and out ot 
shape end that a bar11e Ia aunk in the drew. No definite t1ae for openlJ11!. 

At 1:30 a.a., Boedquartere ad~lead Base J'our that four Red Croeo 
Dl eee ter Repreaentatl•ea were no. enroute New London troa Waablccton. 

At 1:~ a.a., Haodquartere ordered New Yoztc Dlrtaloo to han ooeplane 
stendlJ11! by to trano port Red Crose offlolola to New London. 

At 2:~ o.a., !lew York Dl•ioion reported to Bee• J'our tbet • 
COIUW! I oet1on truck waa 4epert1Dg Bertrord, Conn. ot daybreak to raDOrtJ -Beee four tor duty. 

At 2:eo o.a., II• Yorlc D1v1alon ordered !lew York .t.lr Station to keep 
ouitable plane OYallable to tranoport Red Cr 011 Offio!elo to s .. LOndon. 

At 3:32 •·•·, Boeton Dl~lalon reporte 1nd1oete 110107 oottageo elona 
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suuarda 1!o17 weabed 111to .... w1tb Cutter AROO • l! tag .,. .... ..,. tbie aree. 

COOtJ:Wlication wi UI PrO"fidence , R. I. and area t o eoutb 1apoeaib1a . Datail1"1! 

cHELAN to Mke &Ul"''tl)' Narrageoaett Be7 area. 

At 4 :00 •·•· · w .. York Dirtsion ot't'ered aa l"''icea or a cutter or the 

New York Division to t ba Boston D1Y1a1on, it' needed , 

asked 1t' llajor Duotiagtoo, Loll8 leland Repreaantat1Ta ot' t ba Red Croea could 

oe contected in regard to renderil1g essie tence to populo.tion denate.t ed, 

At 4:06 a .m. Bee.dq~arters adYiaed the N .. Tort Di,.iaion to ...,.t 

ecergent at t uation and obteil1 t'irat aid aedice.l auppliea 111 en uouot not 

to acesd $~00 e.Dd arrange delivery Yia Coaat Guard crat't t o Red Croea 

Cbeirlllllll At New London. Red Crose will raiaburse Coe.at Guard. 

At 4:20 a.m. , New Tori< Dhision adYiaee 'rug PRISCILlA ALDIN depe.rUn g 

Br1d~eport at about 4:1~ a.m. to search vicinity east or Middlet'rouod tor 

Bridgeport , Port 1erreraon , Ferryboat Pa.rk City, New York Dirteion ordered 

\ 

Cutters ACTIVE and CAIA'!V< aaeiat in eearch aa practicable keepiag contact with 

Boa t PRISCIUA AIXON in area tor turther intormeUon. 

At 4:35 e.11, , Boa ton Divia ion requested cutter of !lew Yorlc D1YU1on to ,..... 

proceed Nerreeanaett Bey tor survey or duage frpm storm. No coaanuo1cet1on rroa 

the t area nor tram ProY1dance . 

At !5:0!5 Cutter ACTI'B reported departiag entrance lllaDheaeet 8eY on duty 

sse i goed . 

At a •• tbe Cutter ~,......,,,.... departed 8tapletoo, 8 . 1. t cr 
": .... . . .. . """' ..... .,..... ~· 

SU1"1'8J Ot' lfarreJ~&&n88tt l!oly, 

At 6:10 •·••, 'l'he .ALOONQmJI wee reported proceedibg 1anaUgeta wrecl!Jo 

at Bakare Ial.alld . 

At 6:53 • ••• • tba Waw Tort Di rtaion ordered tba Cut tara ACTIVS all4 

Regraded Uclassified



214 

St,..ttor4 Sboala wttb Aa•loaD Fla& v;pa14e Aowa , wl tb turtllar Cll'6UII tor 
. 

tbe ACTIVI or caiA'ISA to wra o ... r tbe as PARI: Cl'!'f to eltl-.r U. CUtter 
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DEPARTMENT OF STATE 

WASHINGTON 

September 

My dear Kr . Secretary: 

I am eending eeotion three o! a etriotly 

oon!ident1al repor t transmitted at your requeet 

by Mr . ~yal Tyler through our lmbaaey a t Bern. 

Enclosure: 

Sincerel y yours , 

~j.~ 
Herbert feh 

Adviser on Internatio~ 
Economic A!!ai r a 

Paraphrase o! Sec­
tion 3 o! no. ee , 
from Barn , September 
21, 1938. 

The Honorable 

Henry Korgenth&u, Jr. , 

Seoretary o! the Tr eaaury. 

"21S 

• 
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DEPARTMENT OF' STATE 

WASHINGTON 

September 22, 193S . 

Ky dear Mr. Secretary: 

I aa eending the firet two aeotione of a 

strictly confidential report tran .. itted at your 

requeat by Mr. Royall 'fyla- through our J:mbaeey 

at Bern. 

Enclosure: 

Sincerely youre , 

Herbert J'eia , 
Ad•ieer on International 

J:conoeic Affaire. 

Parapbraee, Io, ee, 
Section• 1 & a, fro. 
Bern, September 21, 

The Honorable 

Henry Korgentbau , Jr., 

Secretary of the 'freaaury. 
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TREASUPlY DEPARTMENT 

INT& .. On"''C& CONNU Nic:ATION 

Seoretar,y »orgentbau 

lie.., Ollpbut. 

.A .. SEPI2-

I tb1nlc it. would be appropriate for ,.. to record tor the tiles 

tbe bl.story of tbe Zabala incident. 

On September 10, Sullivan & Cromwell notified tbe Sti.&son tilW 

that t ho)' had served Zabala w1 tb a not ice to e:xaaine hiJo. Tbe Sti.&soc fil"8 

ilm>ediat el)' tel ephoned Bernstein. In agreer:oent witb Sti.&son ' s ti ... , 

Berns tein got in touch w1 tb t.be Spenish Ellbaaay and told them to ben Zabela 

go to Stiason•a oftice on that dft¥ to get read.)' to co to court on llondq. 

On l!ondey, SU..Son ' s fino got the matt er a4jollrllod for a weet. Zabala bad 

bia own lawyer, and both that lawyer and Bernstein discussed with tbe 

Spanish &.bosS)' the poaaibi llt;y of obtaining diplosatic statue for Zabala. 

It seemed appropriate to beve the Spanish &abe.aay ll&ke t be applicati011 an 

... 
tho asst~~~ption t.bet the State Departaent would consult tbe Treaalll')' Depart-

"""t before acting a4ve rse}J< to tbe Treaslll')'1 a interests. Furtber110re, it 

was preferable tbet the application be handled in tho usue.l courae , 1natea4 

of having tbe Treaslll')' contact tbe State Department in advance, in order to 

leaaen the poaeibilJ. cy of Sulll van & Cro .. ell cbarging thet t.be Goftl"lllleDt. 

waa trying to euppress erldanee. l'hen Bernstein told tb1e to tbe otticiala 

or t he State Depert.ent. at a conterenoe, lloore aDd Backlrortb appeued to 

agree. 

Tbe State Departaent bad the t'ollowinc notices of tbe Tl"'UUl"7'• 

interests in tbe lltigatiOilt 

2! 8 
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l . 1o1m Foeter llllllaa or Slllll.,.. lr Cna 11 wrote 

to tbe State llepartaeDt about tbe oua in 1uq aDd tbe 

State Depart.ent tol4 h1a tbe •tter wu in the banda ot 

tbe TreUIU'To 

2. Tile Spallish Ellb&uy tella ua tbat, atter it had 

applied tor dipl.oll&tio etatua tor Zabala, an Ellbuey ottioial 

bad a conterence with tb& State Depart.:nent at which t1.JDe b& 

expl •' ned the reaaona t or the application to the State De­

~ent and the nature ot tbe 'l'reuury'a intereeta. '!'be 

pereOD at the State Depertsant d.eniu that be wu told b7 

the .spalliarct ot the Treea11r7'• intereata. 

) . In connection w1 th this Yery application aDd before 

1 t waa acted. upon, the State Department bad a letter fn>a 

Sullivan & Cl'OIII'O'ell which ind.ioated the TreeaiU'T'• interest 

in the ceae. 

4. ~, when the State Depertaont wee dieeuaeinc 

tbe caee w1 t h the Spanish l!'abeeay on Septe:aher 19, tbe 

Spanish representatin, in tbe preHnce ot llr. a-rlin ot 

tbe State Depart::ent, called Bernstein and told h1a ot tbe 

action ad.Terse to tbe TreaaiU'T'• interests. 

flith such abundant and l~-etal:l41nc notice ot the Treuury'e 

interest, 1 t 1a to...U tor the State Depert.ent now to obj ect that n 

did not call thea in actyance inatead. ot b&nd.l1nc the •tter in tbe uaual 

course, thay c•ll s n& ua wben the applicatiOD wu tomallY preected. to 
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DEPARTMENT OF STATE 

WASHI NGTON 

septeaber aa , 1938. 

»y dear Kr. Secretary: 

I enclose for your confidential information 

a copy of paraphrase of a telegram just received 

from the American Embasey at Rio de Janeiro with 

regard to a possible credit from the Export-Import 

Bank t o the Bank of Brazil. 

Enclosure: 

Sincerely yours, 

Herbert Feis , 
Adviser on International 

lconaaio Affair s. 

Paraphrase, Ho. 219 of . 
September 31 tro• 
Rio de Janeiro, 

The Honorable 

Henry llorgenthau, Jr., 

Secretary of the Treaaury. 

220 
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PARAPBRASI OJ' TELIGlWl RIOIIVID 

JROK: American labaaey , Rio de Janeiro, Brasil 

DATI: Sept•ber 31, 1938, 1 p.a. 

10.: 319 

OOIFIDDT U.L. 

'llhan Kr. Pieraon o! tbll lxport- Import B&nlt o! 

Washington was here recently, he examined at close range 

the e!!eot upon Amerio&n trade o! the exchange difficulties 

o! the B&nlt o! Brasil. J.t that tiH the B&nlt indicated 

that should it be able to get a credit !rom the Export­

Import Bank, the Bank o! Brazil would be willing to 

guarantee that the exchange derived from such oredit would 

be used exclusively !or imports !rom the United States. 

Furthermore, the Bank of Brazil would be able to guarantee 

i mmediate exchange cover !or all merchandise coming !rom 

the United States. 

The following is the substance of a telegre~ which 

Mr. Pierson has now s ent to me; 

Kr. Pierson is willing to recoamend that a credit 

be granted by the lxport-Iaport Bank to the B&nlt of 

Brazil to be used exclusively !or providing exchange for 

imports !rom the United Statea. He believes tbet the 

credit should be liaite4 t o one year, or at the aoat 

1 1/3 years, and that it should be payable in regular 

inst&laentB . The unconditional guaranty o! the B&nlt 

of 

• 

r 
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of Brasil would be neoe .. &r)' , and,if the aa01mt h larce, 

poeeibl)' part collateral. Should I appro•• of thie, 

kr. Piereon ea1d he would cable the Ezport-I11p0rt Balik 

to disouae the aattft with the State Department and the 

Treasury Departaent. llr. Pierson eaid he wa.s OODYinoed 

after visitinc Argentina and Urugua)' that t his approach 

ie the beat poaeible aethod of pra.ent1ng European 

countries from taking further buainess trom the United 

Statee. llr. Pierson stated he wee leaY1Dg Buenoe Aires 

for Santiago toaorrow, September 33 . 

I have no ob;lecUon to Kr. Pierson' • aektnc· the 

lxport-Import Bank to discuss thie matter with the State 

Department and the TrMBUl'J Department , and I so 1nforae4 

Kr . Piftaon. 

The Bank of Bra•il'• exchange situation ie far fl'oe 

aatisfaotor)', and I u conYinced that the Bank will be 

f arced to adopt ae&BUl'aa tending turther to restrict 

imports froa the United States unless the Balik receiYBB 

soae aaeistanoe. 

It is requested that the Department of co .. erce be 

inforaed of the forecotnc. 

Jeffereon Oaffft)' , 
Aaerioan Aabaeeador, Rio de Janeiro. 

' 
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Dattd SEptEmbEr 22, 1S38 

REc 1 d 12 :40 p . m. 

Otntral protest strikE callEd by laborers , nalf 
succtssful, involving suspEnsion of 1·:ork on our shElter, 

hug£ d Emonstrations in Praha last night crowds ordErly 

ccnsidtri ng s i ZE and occasion. Dtfinit £ Communist notE 

singing InttrnationallE and using salut£, many donands 

for military dictatorship. Castl£ gr ounds undtr hEavy 

protEction. Praha polic E i n tull control . Authori tiEs 

considEr dEmonstr ations natural rtacti on and not 

dangerous . BtliEV E no mi l i tary mEasures haVt yEt bt t n 

tak En, anti forEign fEEling growing particular 

animosi ty towards Brit ish and French. At t i tudE fritndly 

to AmEri cans on i d tnt ifioat1on. PrtsEnt OovcrnmEnt 

has rtsign td and rEV1ston of th£ Oovtrnmcnt is now b£ing 

discuss Ed and nEW Gov Ernmtnt ~ill bE announcEd by BtnEs 

any momtnt . Fo~tign Off10E ola1ms i t will rcmain a 

c1v11 Oovtrnmtnt. 

CARR 

RR :CSB 
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SEcrEtary of Stat E, 

Washington . 

220, Stptcnbtr 22, 4 p. m. 

GRAY 

Praha 

DatEd ·SEptcnbEr 22, 1938 

REo 1d 1 p. m. 

Trading in sEcuritiEs suspEndEd SEptcnbEr 21 until 

CUrt htr not i cE but t'orEi gn EXchangE markEt cont inuEd 

to funct i on . Skoda dEbEnturEs i n London rEmai nEd at 

48 but thE CzEch loan and Praha bonds wErE not 

quotEd. GovErnmEnt dEcrEE datEd and EffEctivE 

SEptEmber 21 sEriously limits bank dEposit 

wi thdrawals . On dtmand accounts as of that datE 
that 

dEposits may not ExcE Ed 3~ pEr month ExcEpt/600 crowns 

may bE withdrawn on accounts undEr 201 000 crowns . 

EnterprisEs may wi thdraw 25~. Equall y rEstrictivE 

measurEs on savings dEposita . Old Aus t ro- Hungarian 

banknot Es includEd i n thE banknotE circulati on f igur E 

or Nati onal Bank arE ExcludEd t'r~ sight liabilitiEs 

i n ordEr that gold cov Er might r tmain abovE ltgnl 

mini mum of 25~. NEw lEgal mEasurE provi dEs highEr 

f inEs and longEr tErms of improvcntnt for ptrsons 

smuggling currtncy and Engaging i n unauthorizEd ExchangE 

transacti ons . 

REpEat to CommErcE. 

KLP CARR 
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PA!W'BRABE or !!L!GIWl 

No. 1540, September 88, 1 p.a. 

RUSH - BmiC1'LY OOIIriDE!f!UL 

Wilson was told this morning b;r Roobat that it •• 

hie expeotation that Hitler would aon arae4 SUdeten• 1.n 

within the next two ~· and oooup:r the entire Budet.n 

Ger.an distriot. Aooordlng to him alread;r Aeoh had been 

oooupied this morning. 

It was stated b;r Roohat that he hold• the oon•i otion 

that Hitler will thi1 afternoon oontront Chamberlain 

with another ultimatum •. It is hil belief that a demand 

b;r Hitler tor complete d1e1olution of Czeohoelo.akia is 

not Wllikel;r. It would mean iamed1ate war if that should 

be the oaee. Aooording to Rochat it oould not be oon­

oehed tbt the entire dieappearanoe and dineaberaent 

ot Ozeohoslo•akla would paaai•el:r be watohld b;r the rrenoh 

people. A wa•• ot popular indisn&tion would ariae and 

sweep ner;rthins before it with a dellalld t or war aga1.nat 

Geraan,:r notwi thatandiDS an:r :ear that the aeanins of thil 

111(5ht be national allioide. Br1ti ah op1.n1oo, it is hie 

belief, will ha•e the eaae reaction. ( 1:114 of 8eot1on 1 ) 

BECnar a 

Roohat is oon•iDOect that should •ttve - to -

the Bo•let Ullion will t.aediatel;r entv -.1net Geraall7• 

!Waan1a 

225' 
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Rn•nta will &lao. !he poa1t.ion of YUcoal.arta 1a open 

to more doubt. It. 1a olear that on the oppoei t.e aide 

Ger.aD7, lflallg&1')', I~ and Pol&Dd would be 1a ooali­

Uon. 

22& 

'fh11 afternoon, aoool'ding to Rochat, the Brit11h 

Prime K1n1eter •• bl'1ng1ng on a platter OOJI!Plete aatie­

faot1on with reapeot to laet week'• ultimata. troa Hitler. 

(It eeeme, inoidenta117, that 1n faot thh ult1utua had 

a u .. 11111t beoauee there -• a 1 auggeetion1 troa Bitler 

that b7 11'edneeda7 of next week, that ie to a&1, 7eeterda,J 

a aat1ataotor7 anawer ehould be g1Yen to hia.) Should he 

now, on top of thh aatound1ng diploKtio rtoto1'7 which 

hae for aeaning that alread7 Bitler hal beooae ••t•r onr 

central Europe 1i not all Europe, 1ne11t upon extinsuilh-

1ng the •~•tenoe of Cseoho1loY&k1a or upon 1n.ae1on at 

onoe with a1l,it&1'7 toroe of the Sudeten Gerun dbtriot 

w1thout a deoent allowance of t111e nen •nerel da71 tor 

oontrol to be traneterred th1re oould be onl.7 one reeult., 

war. 

I:IULLlft 

Regraded Uclassified



Secretary o! State 

ftehington 

995, Septeaber 33, 7 p.a. 

<JRAT 

LODOI 

Dahd Bept•bar 22, 1938 

RaoaiYad 4 p.a. 

In •iew o! t he report in the radio bulletin o! a 

con!erenoa between a Obineea fi nancia l delegation and 

227 

t he Secretary o! the Treasury, I wiab to refer to my 934, 

September 14, 5 p .m., and prnioue oCE~~unicatione regard­

ing the statue o! !nglo-Chineae diaouaaions !or British 

financial aid to China. J.t the same t ime I nntura t o 

&1Ya you a y feeling which ia baaed on nothing tangible 

that the group o! Cabinet Ki niatera and permanent o!fic­

iala wbo threw their weight against the giYing o! a 

Br itiab guaranteed ao.ernaent loan in July, ie now a.en 

more strongly oppeaa4 to Britiab inter•ention. l o doubt 

t he cr itical luropean aituation bas atrengtbana4 t heir 

belie! in the r igbtnaaa o! their pra.ioua daoi aion but 

n en before the Oaaob aituaUon cue to a bead Sir Oharlaa 

Addie, tor e:ra.pla, who 11 not Iaing i! not !aYorably pr ... 

dispeaa4 to the Ohillaaa ill a oon!idantial talk with a 

Bri Uah MAkar aapbaeiaa4 the Yin that ill the 1-. run 

Great Brit&in would baYe to worlr. with and to eo• anent 

thro\lill the .TI!paaeae u !catering ita illtareah ia 
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Ohina and be wen~ OD ~o oo .. en~ on ~he fao~ ae eignifioaa~ 

'hat the Japan• .. llad n~ broll:81l up the ~iUae out~• 

organization and that ~b.is would W81l~ually furnhb an 

iaportan~ aeane through which •we oan rebuild•. 

1f1tb the &b~e in view an opportunity •• ~&ken to 

talk with Lei~b-Roee. Be iaplied tha~ no subetantial fin&D­

cial aid for the Obineee wae cont.-plated but he added the 

pr~ilo tba~ in the went of a J:uropean war such auil~anoe 

would certainly be g!Yen. In&IIINCh ae Le1ib-Roee b.ad per­

sonally ad•ocated the Britieh Go•ernaent guaranteed loan 

it may be of 1ntereat i .n connection With the abon that be 

stated that ~he reoent Japanese aotions in Tientain bad 

diailluaioned aoae of thoee who were hopeful that Japan 

w~ld ulti .. tely cooperate wi th o~her i ntereeted powere 1n 

Obina. Le1ih-Roee went on to aay tbat he understood that 

wbereae the Oh1neee etill bad a eubatantial amount of 

foreign exchange moat of it was eeraarll:ed againat o~U­

IIente alree.dy entered i nto. .f.lth0\18h t here •• etill a 

eteady tricll:le of e1l't'er ooaing 1n froa printe hoardinp 

hie ••U-te wae that the Obinue Go't'ernaent would be•• 
•ery UtUe lil't'er a...a1lable ff1Z eale 1n the nn year • 

Ob.ineee exporte t hroap the eouth were et111 bolcl.iag up 

oaapara~i't'ely well an4 the Ohineee had been quite oa.peten~ 

in obtainiag ~he reeulUng fore11Jl exchange. But he ez-

preeee4 
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pre .. e4 .vprhe tllat the OlliaNe bad o011tiaet to aeni .. 

their fauip olllip.U-. an4 414 aot e:r:peot th• to do 

eo anoh loaaer • 

Lei~ ... waa i..,reue4 b:r toha reeietuoe the Olliuee 

bad put_ up o·,..r Bankow aDd wae ROt at all ••• whether it 

would lie taken wit hi.a the Japueu u .. liait, Be .. u­

ute4 Japaneee oa81al.Uae ill Ohiu tmae far at allout a 

quarter of a ailli'oa, • of whin were clue to 41eeaee. 

Since the recent ohuce of taotioe Japaneee lo•••• ha4 

been inoreaeiasl:r lleav:r, aeverlheleee there were th.ie .. et 

new in41oatiau that ther aigat extea4 their operatioae 

to the eo11th. Be eeu .. te4 thie 110ulcl require a fllrther 

300 0000 troope ucl euoh a aOYe a1&)1' be 1 1Jl Oh1Jla1 e ulU­

.ate iatereet• u4 he reUerate4 hie belief that ill tho 

long run the Japaneee would aot be victoriou, 

Be ea14 that ~ 1lD4eretoo4 that e011e of the Ohiane 

Ooverna•t'• fiauoial abieere feere4 tbat the iJltarD&l 

fiaanoial eitl&UOII aipt reaob a poiat which wo1ll4 -• 

the Ohiuee to loee faith iD their olll'renor &D4 ballkiq 

•retea which wo1ll4 ia t1lZ'II oaue a loea of faitlt. ia tM 

authorU:r of t!:e praa•t Ohiaeae foro... !hie aipt aake 

thea wil.l.1ac to wort 1&114er pappet GoYam-t ooatrol, 

However, the B1'iUah ...._.,, 1a OhiJia 111- an ape• w1-. 
thie 
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thh •i•; th., feU tllat Ollilleee atiouU• ... elllf1-

ciGtl.y aroueM eo tllat the a•eraae Chill ... would etlot by 

hh currency IJ.aoet rep.rdleee of ih baotiJac &lld oolltiav.e 

to oppoee .Japu. . Leith-ae.. felt that Oil thie queeUoll 

t he litu&tiOil t umecl and he illdioate4 that he ha4 po1D.te4 

o;.\t t o the .Tap&lleee here t he umriedOII of t heir tatill& etepe 

t o un4eraille the Oh1D.eee ourreoc:r; that U they broU&ht 

chaoa t o Ohiu they in tUrD would elllfer ae well. In thie 

colllleotion t he hea4 of the Toto~ tpeoie Bank tn Lon4oll 

had cal le4 to eee Lettla-Ro .. aJUl •de etrOilg proteetat1011e 

to t he effect that .Japu.eee o-eroial and f1Jl&llo1al 

illt «reete &lld in particular hi e bank were etrongly oppoee4 

t o any aotiOD whi ch would eeri ouely underai ne the Ohtneee 

dollar and he went Oil to i nveigh ill t he ueual -.nner agaiut 

the .Japaneee a i litartete. 

Incidentally 1 t 11 't&lli in lhppai who fr011 u .. to 

ttae -.tee approaohee t o tbe Br i tiah reepeotiJac .A.nclo­

.Japaneee atd for the aarctn and control of Ohineee currenor. 

\ 
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