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Oper ator: 

H .~.Jr: 

Admiral 
Leaey: 
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B.N: •• Jr: 
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Bello. 

Tuesday 
September 27, 19J8 
8: 57a . m. 

Ad•iral Leahy . Go ahead. 

Bello. 

Good morning, Mr. Secretary . This i s Admiral 
Leahy speaking. 

Good morning, Admiral. Now, could you bring me 
up t o da te on what you're doing in the way ot 
movements of your vessels -

I didn't understand you. 

Could you bring me up to date on what you're 
doing 1n regard to movement of vessels t o England? 

Yes, sir. The Nashville i s on its way home as 
you know. 

Yes . 

The Honolulu i s there wa i ting for a cons1gment. 

Yes. 

A destroyer - a big dest royer, the Su.mmers - ­

Yes . 

- will arrive in Portsmouth on the second. 

Wait a minute . 

And the Savannah, another b ig cruiser, will arrive 
on the third. 

:lb bub. 

That• s as much as we've done yet. 

Uh hub. Ah - you couldn' t get one of those 
vessele there by October one? So we could -

So - I think so. 

1 
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So that we could r elease the Honol ulu? 

Well , do you want to get the Honolulu started 
quic~ inst ead of waiting until the Su111111ers 
ar r i ves? 

Ah - I don ' t - I thought that we wouldn' t have 
her leave until the Suamers di d arrive. Then I -
what I'd l ike to do is start loading the Suamers 
on the first of October - get her loaded . 

on the f irst? 
do you want to start another shipa ent 

Well, I aean - I - then I wouldn't - I'd get them. 
loaded and I wouldn't move the Su~~~~~~ers out until -
what's the next vessel that comes? 

The Savannah. 

The Savannah? 

Yes , sir. 

See? 

We11, yes, we can do it, Mr. Secretary . Of course 
it costs a little more fuel, that ' s all. 

Well, ah- i t 1 s a good investment, Admiral . 

All right . Now -

And to t e11 you what 1 1 m doing - I 'm loading 
for ty m111.1on do1lars, uninsured on three of 
the Uni ted States liners on the !nirtieth. 

Oh. 

Ten on - ah -
know, ther e ' s 
th irt ieth . 

Yes . 

on these Ameri can Traders, you 
t wo of their shi ps san on t he 

The Pres- And I'• putting ten IDillion on each of 
them. And the President Barding is sailing and 
I'• pu·~ t ing twent y on her. '!'hat ' s forey ID111.1on 
1 1 a l oading on the thirtieth and I can' t get 
insurance on any of it . 

2 

Regraded Uclassified



L: 

H.ll.Jra 

t.: 

H.M.Jr: 

t. : 

B. M.Jr: 

L: 

B. li.Jr: 

L: 

H.ll.Jr: 

t. : 

H.M.Jr: 

L: 

B. ll.Jr: 

L: 

H.M.Jrz 

L: 

B.lll.Jr: 

- 3 -

I see. 

So I mean I'm Just - so I'• - I'm placing 
forty million on three vessels uninsured. 

Uh huh. 

But I 1ve got so much gold over there. 

I know. Well now, Mr. Secretary, why can' t 
you put some more on the - on the Honolulu? 

Because the President didn ' t want me to; 

I see. 

Be sa id not more than twenty-five. 

llh huh. 

And ah - that 1 s wey. 

Well, that answers the ques tion of course. 
Now, - you - you ' d like to have the Summers 
there on the rust? 

I 1d like to have the Summer s on the first and 
then release the Honolul u, you see? 

Yeah. 

And I'd gi ve orders to s t art loading the su .. ers 
on the rirst and then we' d get that - I want t o 
get that gold out of London. 

Yes, sir. Well, I'll send a despatch to the 
Summers now and see - this i s the twenty-seventh 
there's four days left - she's making twenty knots;­
she can make twenty-f ive; that ' ll do it. She' s due 
to arrive there in the morning - early in the 
1110ming or the second. 

Well , couldnlt you get her there early the morning 
or the f'irstt 

I'll do - yes, sir. Yes, we can. 

That - that oughtn't to be dil'ficult. 

3 
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Oh :yes, we'll do it. 

And then I'll tell them to load her with twent;y­
fiYe llillion of gold on the first - bello? 

Yes. 

And the minute that she gets in wey the Honolulu 
can get out. 

Oh :yes, that's all right. 

I s that all right? 

Is the Honolulu will be loaded by that tiae? 

Oh :real 

Yeah. All right, sir . 

And then :you might be t il ink1ng of getting something else over. 

0~, :you mean another ship after the Savannah? 
Yea . 

Uh huh. That'll take some l ittle time I•m afraid, 
llr. Secretary. I can turn the HonolUlu right back -

Well n ow 1 it there• s an:y question, I could send a 
Coast Guard Cutter over. 

Yes. 

Think i t over. 

Yes , air. 

UntU the Honolulu bets b ack - I mean it that takes 
too lone. 

it 
Well you see/the Honolulu lea•es on the first abe 1ll 
get over here about the 8th -

Yeah. 
l{et 

And abe oould/back on about the 18th or 20th or 
something like that 1a the best :you could do. 
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Well the nr may be over by then. 

Well, (Leughs) I don ' t think it ' ll be over; it 
uy be well under way of course. 

Well whet would you think of av sending a cutter 
over? 

Well, I think it's all right onJ.y it would attract 
some attention . 

Well -

I can - of course, :l.f' it 1 s :important I think we 
can d:lg up another ship here. • · 

Well, i t ' s t wenty-f:lve m:lll:lon dollars illlportant: 

Yeah. Well, let me look into :lt. There ' s time 
to look into :lt . And I'll try to get another 
ship over there to - how many do - how many 
are you going to want? 

Vlell, ah - I don ' t know. I just - I 
know how long it' s going to last. Now 
down to 47J and I want you to get thil 
only thing that keeps i t from dropping 
out o f it i .s the .fact that we ' ll buy 
g:lve them dollars. 

I see. 

don't 
the pound ' s 
- that the 
the bottom 
gold and 

And :lf we - :lf we stop taking gold wby the bottom 
would drop out of the pound. 

Uh huh. 

Now you know what that means. 

Yeah. 

And that ' s what I'• doing - ah - that's what 
I' m after; to try to keep this thing from Just 
going completely to pi eces. 

Well, let - let me look into it . I think I 
could get another crui ser over there. 

Now-

5 
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Then that •11 be to f ollow the Savannah -

Right. 

And then by that time we could turn the Honolulu 
around. 

That ' s r i ght . 

Al.l right, sir. 1 111 look into it and see. 
In the meantime we 111 get the Suaaers there the 
morning of the first. 

How, Just a moment, please - so that we • .igbt 
not be doing tbe same t hing. The n:lgbt bel'ore 
last the Presi dent called 11111 at 1f11f hoae . quite 

. late and asked 1118 whether I couldn •t please keep 
tabs on the moveaents or the co-erc:lal steaaers 
of the Italians and the Germans. 

Yes. 

How we 1 re doing that ~d - it 1 s very ditficult 
but we ' re doing it, you see? 

Yes . 

And we 1re intercepting all their messagef! . 

Yes . 

And, 1'or your own 1ntormatf.on ·only, we 1 ve 
and we1re getting all their cables and decoding 
thea. 

Yes. 

How, I don ' t- I just tbou&ht I ' d t~l you, so 
that - it 1 s very d11'1'1cult and we don't want to 
be dupli cating what Naval Intelligence :1s doing. 

That ' s all right. We haven't - we haven ' t done 
any ot that . or cou.rse we ' re keeping tal.JJ' on 
the ones over on the other aide of the world. 

Yeah, we're only keeping tabs on the anea that are 
on the high seas. 

Yes . In - ot the Ital.ians and the Geruns? 

s 
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That ' s all. 

Well I 1 ve tried to check up on the - on the 
J apanese; I th1nk I 1 ve got a pretty good line 
on them. 

Well. Then we ' re not - thm t h e thought was 
that the Pres1dent had in mind - what happened 
t o you remember? 

Yes . 

The way thEI)' turned her around? 

Yes. 

So .1.f they got ~ s peci.al order s why we ' d know 
it. 

Yes . Do you know anything about the.ir warships 
that are on the ocean? 

No, we're not doing anything on that. 

I can' t f .ind out anything about them; I've been 
trying t o but I can' t get anyth.ing. 

1 

No . We're - we 're sticking strictly to colll!llercial. 

Yes . 

Stri ctly to co-erci al. 

Yes, s.ir. 

And .1t I hear anythi.ng - the llinute I get anything 
I'll let you know. 

Thank you very mch.l 

But I d1dn1 t want to be dupl i cat ing. 

No, I th.ink that ' s fine; there ' s no use of both 
of our doing the seae thing. 

lo, only the co..arc.1al. 

Yes, s .ir. 

'fhiiDk you. 

Thank you, ltr. SecretaJ'7. OoodbTe. 
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GROUP llEETING September 27, 1938. 
9:30 A. H. 

Present: 

H.!J.Jr: 

White: 

H.U.Jr: 

H.!J.Jr: 

Oliphant: 

H. !tl. Jr : 

llr. Oliphant 
llr . Gaston 
llr. Haas 
llr . Hanes 
l(r. Gibbons 
Mr. Lochhead 
l.lr. White 
Mr. Upham 
!.lr . Bell 
Mr . Thompson 
Urs . Klotz 

I have this letter here ·rrom Ur. HUll , asking me 
to appoint somebody to work on Section Three or 
t he Neutrality Act, with Herbert Feis, and I had 
Herbert Feis l ast night a t the house. The n12n 

I designated ;?as so busy, I am going to have 
Archie Lochhead do it . Where is Archie? And I 
am going to tell Archie to consult with White and 
Taylor and Oliphant. 

Then I am going to have Archie - so will you 
(Krs. Klotz) write a l etter toUr. HUll and say, 
whenever possible not to call on ur. Lochhead 
until after f our o•clock in the day, because he 
is busy between seven in the morning and four in 
the afternoon on the Stabilization FUnd, but he 
will be available after four o'clock. 

I don•t know how much - have you (White) done 
any work on this? 

(Nods "No . ") 

Have you done any work ••• • ? Lochhead will be­
then you (llrs. Klotz) might put Taylor on that. 

(llr. Gibbons comes in.) 

GoCid morning . 

Did he indicate what phase he is interested in? 

Well , they want to set up a - he wants to work 
every • emit to sort of have the thing ready in 
case anything happens . Under the law, the 

8 
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Pr esident assigned all responsibili ty to the 
State Depart ment, so, in case we have t o work on 
it, i t may or may not stay ther e ; but they are 
going to pass on credi ts . I should think the 
logical place would be the Treasury and not the 
State Department. Under the law it's all over there. 
I mean, not under the law, but the ruling by the 
President . But we •ll let Archie go into it and 
see what he•s got. 

(Aside conversat ion with Nrs. Klotz. ) 

(Nods to Mr. Thompson.) 

I have Ur. Delano' s commission back from the White 
House. 

(Nods "Yes . ") Well , put it in the cooler, and 
we•ll ask MT. Delano when he wants to be sworn. 
You (Yr. Oliphant) said as f ar as Delano goes , the 
point Bell raises, it•s all right for the President 
to appoint him. , 

Yes . I sent you a memorandum, and said something 
to Bell. 

He ca.n' t draw his sala.ry until Congress a1'1'irms it. 

But it•s a common practice isn•t it? 

That ' s the law. And when Congress a1'1'1rms his 
appointment he gets his back pay. 

But i1' he doesn•t get confirmed, they always 
pass an act anyway, don•t they? 

Yes . And he bas to give a bond for a hundred 
thousand dollars . 

Who pays for that? 

He has to pay for that. 

That's his privilege . 

He gets no pay and pays for the boDl. 

What does that cost? 
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About a hundred dollars - about a hundred dollars. 

About a dollar a thousand . 

Incidentally, Herman, I signed that change ot 
title tor the Comptroller's Office . I told Kiss 
Chauncey to bold it. It might be a good time, it 
you want to change his sa.lary, to do it at tl\e 
same time we change his title . I mean, why not 
give him one shock, and make it all inclusive . 

Then I think I 111 hold it; I ' d like to talk that 
over with llac . 

She •s holding the letter; she won't do anything 
~~th it until she talks to you. 

I'll wait and talk it over with Uac . 

Danny? 

I have nothing . 

I rode down with Bell this morning, Hanes, and we 
were talking about the Budget, and just as soon 
as the war clouds either clear or get worse, I 
am going to ask the President to see you and Bell 
and myself , so you might be getting ready- Bell ' s 
going to talk to you and show you what he's got. 
Your part of the story is going to b~, when we 
say to the President, •Now, Kr . President, how big 
is the pie?• and whatever he says, you will say, 
•Well, on that basis .. ,n if it ' s six billion, 
••• •here is a plan ••• n seven, eight, nine, ten, 
or whatever i t is , ••• •but we want you to see, 
!Ar . President; here i s what it is . " 

And I think you ought to be getting ready, because 
I am going to count on you. We ' ll go over and see 
the President, and find out what he wants us to 
work on. • sow big a pie do you want?• And, so 
will you be - and Bell's going to talk to you 
about it. 

All right; fine. 

It •s going to be up to you to carry the ball on 
that, I mean, in t he various things we can show 
the President wbat we•d have to do, depending on 
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how much money he wants . I'd like to put it on 
t hat basis. 

I 111 be ready. 

Anything else, Dan? 

No. 

But my guess is it will be sometime next week. 

(Nods to Mr. Upham.) 

Nothing . 

Nothing? 

Nothing . (Mr. Kieley comes in. ) 

No" 1 a t a quarter of eleven. • . • 

Just a minute, Kieley, please. Will you ask -
Kieley, ask Mr . Chen to be here at eleven thirty, 
pl ease . 

Kieley: Eleven thirty. (Leaves . ) 

At a quarter of eleven the Comptroller is co~ng 
here, and I want Upham, Hanes, Gaston, and 
Oliphant. If you don't know what it ' s about 
ask Upham, right after this meeting, will you 
please. 

Is Delano coming? 

Yes sir . 

Ought I know about - will you st ay behind a few 
Diinutes? 

Yes. I don•t have the documents yet myself. 

But you know. 

I n a general way, yes . 

I ' ve got a two-page summary of it. 

Then let's stay behind this meeting. From Barse, 
is it? 

• 
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No, I got it - it came up from Foley, didn•t it? 

Is that the more apparent • •••• ? 

It is that. (Hands summary to Mr. Upham.) 

Oh yes. I have t his, but this is not it. 

This is not; that. 

I'm sorry. 

What's that song - "A-Tisket A-Tasket.n 

"A-Tisket A-Tasket .• 

Anyway, we'll have a meeting right; after this -
everybody be brought up to date. 

Harry? 

George and I have worked on that problem t hat you 
indicated yesterday. He has some material with 
respect to prices, etc ., and this (hands H. Jl.Jr . 
a paper) is just a brief conclusion with respect 
to the amount that they could raise here in com­
parison. 

(H. Ii.Jr. reads it. ) 

Supporting data - getting ready. 

I •ve ••••• 

Look, I'll tell you what; I ' d like you fellows -
tlus bank thing won•t take but five minutes, and 
if you two gentlemen will wait outside until we do 
this thing, I'd like to see you. Would you wait? 
I'll see you and George ri&ht after the bank. 

Archie? 

There is one other thing . 

Please. · 

The communication from the Secretary of State 
requesting that we give him our comments on the 
Cuban situation. They have - Cuba has passed & 

12 
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regula tion requiring the banks to keep a certain 
amount or silver - Cuban money - as reserve. 
Would you like to wait ti l l Wayne Taylor comes 
back before presenting t hat memorandum? 

Yes. In t he meanwhile I see that Batista has 
recognized the Communist party in Cuba . Raving 
waited on Cuba about two years, I think we can 
wait a litt le longer, unless you say it 1 s 
urgent . 

No, no; no, there ' s nothing urgent about it. 

I didn ' t see the cable that Feis was supposed to 
send down on Brazil, showi ng that this fellow -
t his l awyer down t~ere was •.••• • 

There should have been a copy; I - I ' ll check on 
i t . 

Three different cabl es ••• 

Not from Green - he must be an e~~ul boob, t hat 
pest. 

There was a discussion or t hose loans - Import­
Export - in the Interdepartmental Committee. 

Do you know about the cable sent at my request? 

It should have been sent down; I'll call up; we 
should have had a copy or that ~Y non. I ' ll cal l 
t !1em up. 

Archie got ignored for once in his life . Pierson 
keeps sending up three different propositions; 
he doesn •t seem to know we •ve got the agreement 
with Brazil. 

!3 

I asked the Interdepartmental Committee to post­
pone all discussion on Brazil, so they confined 
t hemselves to the Uruguayan episode . They are 
going to refer it to a sub-committee to consider 
the wh~le question of extension or credits to Latin 
America as a means of promoting trade. 

I am very much interested; if anybody would ever ge t 
down and talk business, I 'd like to sit down with 
them. 
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I suggested that that committ ee be f ormed, and 
we 1ll be on the committee . 

I personally would like ver y much to meet anybody 
that will sit down and talk turkey. 

They will not talk t urkey there . 

If you just ~ant to pigeon-hole t he thing, that •s 
a nice way to do it. 

14 

On the contrary, they oppose the State Depar tmentls 
theory of extending credit as a means of promoting 
trade . They took it for granted that most people 
would not be sympathetic to it. I feel to the 
contrary; I didn ' t say so, but thought the t hing 
should be explored before a conclusion should be 
arrived at . 

They are opposed to what , Harry? 

Their attempt to promote trade through a series 
of lonns . 

I t hink Oliphant's memorandum was a corker; that 
we should get an act through Congress saying that 
whenever the Uonroe Doctrine is challenged through 
financial means in South Alllerica the United States 
Government shoule have the r ight to go L"l t her e and 
make a loan. 

Then t hat Committee Repor t might be a very appropri­
ate place to include something like that . 

If he •s got a paper on it, I am certainly going to 
push it . I mean, I am not - I mean, juDt like on 
this Chinese thing; I run going to put this thing 
down in black and white and la7 the r esponsibility 
wher e it bel ongs, and then continue to shout ~bout 
it, but if they just want to let South America 
play by the boards , the way they are • • • • • · 

Well, they don't like, appar ently, t o let anything 
interfere with the promotion of trade through 
t r ade agr eements, which are breaking down. 

All right, but get hol d of l(r . Olipha,nt •s memorandum. 

When the Committee beginS to function? 

Regraded Uclassified



H.M. Jr: 

Klotz: 

R. "I,Jr: 

White: 

H. M.Jr: 

White: 

Lochhead: 

H. lA .Jr: 

15 
- 8 -

You'd better dig it up anyway. 

(Aside conversation with Urs . Klotz.) 

Thocpson, let somebody knpw the good news that we 
put Dr. Parran as the Treasury representative on 
the Interdepartmental Committee Health Welfare 
Activity of the Federal Government, for the follow­
ing reason: 

And' that's to take Miss Roche's place. 

Anybody want to do t hat instead of Dr. Perren? 

There was a telephone communica tion received from 
!.lr. Delano . If it is the Llr. Delano coming here 
as the Comptroller, there is nothing more to be 
said, but Lf it is the other one, he was referred 
to your office . Be said he was going to be here 
the twenty-eighth. 

That's Fr ederic Delano. I had to contact him on 
this Fiscal Comwittee . 

I have something else to tell you about that, but 
not now. · 

(Mods to !.lr. Lochhead.) 

Sterling is being pegged at 4. 73 . That may sound 
a little low, but of cour3e, the market opened up 
about 4-75t l ast night, and it was a very 
erratic opening over there this morning, and it 
went back and forth and finally settled at 4.73, 
and the f act it is not moving from there shows 
it ' s being pegged; and thet·e •s no pressure on the 
franc this morning . 

Just so everybody knows about it, I have - and 
I have to shout very loud between seven thirty and 
a quarter of nine - I made up m7 mind that we ' d put 
ten million dollars worth of gold on each of the 
American traders - ships - leaving on the thirtieth 
from Liverpool, uninsured, and twenty million, 
uninsured, on the President Harding, or a total of 
forty million on three vessels, all uninsured, · 
saili.ng on the thirt ieth. Now I haven•t asked 
anybody • s advice . If anybody thinka I am making 
a major mistake, I'll listen. 

• 
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This one thing, Ur . Morgenthau; that we are 
putting marine insurance on, in the amount avail­
able, at the ordinary rate . 

And it will be coving under tbe Losses and Ship­
Pin& Act. 

That's already been done? You•ve done that? 

16 

Well , we gave it out fifteen minutes ago; it isn•t 
back yet, .ond it hasn•t moved, and they don •t 
know whether it will. 

I am opposed, but it isn1 t very momental , or 
strenuous. 

\Yey? 

It seems to me there is a risk, and the loss would 
be difficult to explain, and would be rather mos t 
unpleasant to defend should it occur; even though 
t here is only one chance in five hund.red of it 
occurring, I don't know why you should run that 
risk. 

Well , to answer your question, would I r ather have 
forty million dollars worth of gold, on Saturday, 
in London, having a fifty-fifty chance of having 
an air raid and all transportation break down, or 
would I rather have it on an American flag-ship? 
And I decided I ' d rather have it on the American 
flag-ships on the high seas. It ' s just a question 
of wher e you want it, and I take t he chance of 
criticism; I take the chance of us ing our fund to 
buy ~old in view of a fifty-fifty chance of a war . 
V/hy did I continue to buy gold? Vlhy didn't I 
stop? 

Because t here is a very definite, legitimate 
defenSe for that. Not only was it within your 
power, but a strong case could be made up. 

And leave it in London? 

Get it out as f ast as you could. 

You can't get insurance; you simply talce it or leave 
i t ; you haven't got any alternat ive . The Navy 
still isn •t insured; you don ' t have any insurance 
on a Navy boat. 

' 
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Well, I don' t want to block - if the Navy boat sinks, 
that ' s not the Secretary of the Treasury' s responsi-
bility . (Laughter) 

Well , I asked for it; that ' s a1l right, Harry; don•t 
let them laugh you down. 

That's the rtny I feel. There is only one chance 
in a thousand something would happen. 

Bow about the chance in London? 

They couldn't lose that gold . - although I think 
that you want to get it out as rapidly as you can, 
without a risk. I think that's a reasonable 
responsibility. 

And we 1r e loading it on the Navy as fast as we can 
get t he ships over there . 

The Act of Congress relieves the Secretary of 
responsibility . Ther e ' s an Act of Congress direct- • 
ing him to ship, without insurance. Isn' t that 
so, llr . Oliphant? I mean, he's relieved of his 
responsibility by Act of Congress? 

Legal responsibility . 

I don't know what you mean by "legal responsibility." 
Consress adopts a policy with reference to movements 
of value, ond that ' s something more than legal . 

Well , my point, b eyond one thing - if a ship went 
down the Secretar y would be in a very embarrassed 
position, having to defend that use . You 1d have 
to go to a lot of expl anat ion. l.ty fe eling is , 
"What for?" I gr ant the chances are so slight it 
,robably isn•t worth discussion, but . • • • •• 

You don't feel violently about it? 

No, no. The chances are too slight or anything 
happening. 

Well, I thousht it through, while shaving •• • 

(Laughter) 

. . . . . and I didn ' t cut myself • 
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Well, t he policy fixed by 

And you•re all right . 
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And I just made up my mind, where would I r ather 
have it? I ' d r ather have it on the high seas, and 
on a ship. I can see t ha t we can get this thing . 
The mirrute this thing happens, they ar e not going 
to worry about American gold, or anything else; 
they are worrying about transporting guns and 
troops . As long as Kr . Oliphant says I'm doing 
it within t he l aw, I assume full moral responsi­
bility for my ac t . Am I within t he law? 

Yes sir, you •re within the law, and I •d like to say 
t he Congress of the United States, and the President, 
have assumed full moral responsibility because 
t hat is the policy of the Losses and Shippi ng Act, 
and if you haven't, on your own motion, accepted 
gold, gold would have always been moving under 
the Losses and Shipping Act . 

I am not asking anybody to share t he responsibility, 
but the purpose of the nine thirty meeting is to 
acquaint you people with what I am doing, give you 
a chance to come back a t me, a1n advise me, and 
also give you a chance to tell me what you•re 
doing. That ' s the whole purpose of the meeting . 

There is a cable here f r om Butterworth in r egard 
to that Phillips . (Hands cable to R.!l.Jr . ) There 
is just one line here. 

(Reads cable .) Incidentally, Archie, you might 
step out t here and t ake a look. 

Yes . You were speaking to me about this other 
a ppointment; you said to say something about it 
in this meeting . 

It was said while you were out - on that Neutrality. 

You•re it, and I ' m saying not to call on you until 
after four o'clock, and you'll consult with White, 
Taylor, and Oliphant . It ' s your bid until further 
notice . 

(Mr. Lochhead leaves . ) 

• 
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Apropos of Archie, i s there a ny way to get the 
country to appreci ate what an orderly market you 
have had, and what a disorder ly one you would have 
had if it hadn ' t been for the New Deal legislation. 

Maybe you can get Hopkins to make a speech on t hat . 

Or Henry. 

Henry who? 

Wallace. 

I t ' s a good i dea . 

Wel l , it i s . 

Ylel l , I don 1 t t hink you could do much more with 
what you •ve done, and t hat i s t he stuff we give 
out here, like what we say the Treasury i s doi ng, 
and everything. I t hink t he people appr eciate it. 

Wouldn't a compar ison with t he market now and in 
' 14 ••••. 

I think I ' d wait a little bit , yet . 

They haven' t declared war yet. 

I am rubbing tha ol d el bow; I ag holding - I am 
whistling. I •d wait a little bit . 

llaybe you ' r e r ight . Archie has done a f ine Job . 

(Nods t o lolr. Gibbons . ) 

I was tal.ld.ng to Senator Thomas; I 1d l ike to 
tell you about it . 

You have? 

On long distance . He never heard of it. Jim told 
me he talked to him about it, see, discussed it 
w1.t h him. The Senat or had never heard of it. Tha 
fact is, he•s goi ng to talk to the President of 
the Church today am he will call me back before 
sunset . 

Jim never did it? 

\ 
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No. I don't like to be kidded. 

What? 

I don't li~e to be ki dded . 

Well , you got a good serxi-off today from Pearson 
and Al.len. "Rard-vtoz:king Steve Gibbons . n You 
don ' t like to be kidded on this? 

llo, but I believe when a person tells you he ' s 
done a thing • • •••• 
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Oh, oh; oh, you don' t like to be kidded by Jim; I 
thought you meant you didn ' t like to be kidded by 
me . I was going to say, after five years you ought 
to be used to it . 

I put in a long distance call for him; he was 
campaigning, arxi I was lucky in reaching him. 

V/111 you l e t me know? I mny have an angl e on 
that t hat may help us both. I won't know until 
noon. 

The radio station i s no longer. Mr. Oliphant, 
I believe, told Ur . Wo.esche that P. IV. A. can't 
pay for that land. 

You so-and-so you. 

Well, you know when Waesche gives me problems 
he gives me hard ones . I bad all the boys YIOrk­
ing on that t rying to find a way that can be done, 
and i t just isn't there . 

vnzy didn ' t they know it long ago? 

I took precautions to - very informally, with the 
man that went to the Comptroller's Office,* to go 
down there and talk it over , and it hasn' t a 
chance . 

Herman, l et•s start all over again, and fix me up 
with a new radio station within twenty miles of 
'1'/asbington. 

Got the site, but the law won' ~ permit it. 

We ' ll start all over again and Herman will tirxi a 
way we can do it . 

* Comptroller Gener alts Office 
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That means a little cooperation from some or the 
other departments , which I think we should have. 

You find out how 1t can be done, and H I can 
swallow it, I 'll t r y to. 

All right . 

How's that, 0 . K. ? 

But it means overcoming some of these - getting 
some or the departments to coopera te. 

Herman, start all over again and put it up to 
Steve and me. 

All right. 

Let•s start all over again; we•ve got to have a 
r adio station. 

Hanes, have you heard ar~thing from Ur . Magill? 

Did you make an engagement? 

I postponed it a week f rom tomorrow. 

Thursday. 

I had it on my calendar for the twenty-eighth. 

Mrs . Klotz postponed it for a week. 

Thursday. 

What else? 

Nothing else. 

We can ask l ater what the s. E. C. is doit~ . 
George? 

I have nothing but this shotgun report. 

Did you make a marriage? 

No, I used the gun. 

Oh, you're good. 0 . X. 
Herbert? 

(Laughter) ?) 

That's very startl~. 

21 
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No, I haven't got an;rtlU.ng. 

All right . 

22 

Now, 1.f 1117 bank advisors will stay, and 1.f Haas and 
White will smoke a cigarette, we'll see you in a 
couple minutes. 
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Operator % 

IiMJr: 

Admiral 
Peoples: 

HMJ'r: 

P: 

HIIJr: 

P: 

Hello. 

Admiral Peoples . 

Hello. 

Tuesday 
September 27, 1938 
10:26 a . m. 

Go ahead. 

Good morn 1ng, Mr. Secretary . 

Hello, Admiral. 

Good morning, sir. 

I Just got word through a r ound about way that 
there ' s a meeting at eleven-thirty at Mr. 
Jesse Jones• office to take up the question 
ot a wheat loan to China that you were - you ' re 
going to attend? 

Yesterday afternoon Mr . - t h is is part of that 
old proposition to exchange wheat, s ee , for 
manganese and tungsten or other items that may 
be important . 

Uh huh. 

Ah - the - l ate yesterday afternoon, Wilcox of 
the Surplus CoiiiiiiOdity Corporation came over -
we discussed the details with him and they've 
agreed to t ake the loss. Well now that makes 
it open then tor the Arllff and the Navy to come in 
on it. So he's arranged for a meeting in Mr. 
Wallace's offi ce t his morning at eleven o 1 clock 
with Jesse Jones - some sort of a credit arrange­
ment Wilcox wants to arrange with Jones . That ' s 
what it' s about , Mr . Secretary. 

Well, ah - I can only control people in the 
Treasury. But there' s Mr . K, P. Chen here.-

Who? 

K. P. Chen, repres enting the Chinese gove~t . 
And he's here consulting with 118 on this whole 
question of Chinese finance and Chinese loans. 

Well i t hasn't gotten to that point by 8IJ7 ~~eans 
:ret, ltr. Secretary. 
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Well, it shouldn't get t o any po int . 

No. 

I t • s perf ectly ridiculous! Here I' m carry1ng 
on t h is negotiation for the President with lllr. 
Chen with t he knowledge o f the President and 
Yr. Bull and why should there be other groups 
cons i dering doing someth ing now that we have 
the info r mat ion - which i s perfec t l y :!Jnposs1ble? 

1'/hy - well, as f ar as I kriowt Yr . Secret a ry , 
ah - there ' s no --- noth1ng of a defini~e 
propos it ion of making any - any l oans in China 
or i s anyone el se. The thing t hat•s· been con­
side red ha s been to t ake their surplus wheat -
say - t o sell it - exchange i t for coffee from 
Br azU or manganese from Bra zU. 

%~o - whose surpl us wheat? 

Their - the surplus wheat of the - that belongs 
t o the Depa rtment of Agricul t ure. They ' ve got 
something like 300 mUli on bushels of surplus 
wheat , as I understand it. 

\'/ell, where does China come in 1f they' re going 
t o e xchange s tuff wit h Br azU? 

24 

The only - ah - the only way that the same princ i ­
ple would apply t o any other country, I should say -
ah - the only way wh i ch China would possibly come 
into i t would be - ah - could they sell wheat to 
China for something that may be used - say - in 
exchange for somet hing that may b e used by the 
Federal Government. 

Wel l , Yr . - China doesn ' t want any wheat . You 
see t h e whole t hing -

Then i t doesn ' t work. 

Well I 1ve got the whole business o ver here and 
we 1 r e working ev ery single day rtth lllr . Chen. 

Well t hen i t wouldn ' t apply to China at all, lllr. 
Secretary . 

Well , now -
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- as I understand your proposi tion. 

Well, Admiral, you ' d better - ah -
see me sometime and - and - and -
t o know - to go over where you get 
f r om on these meetings and Just who 
senting, see? 

you'd better 
I'd like 

t his autrority 
you are repre-

Ah - why I got the word from McReynolds about 
three months ago, -

Yes . 

Mr. Secretary . 

Yeah. Well -

As coming from you. 

Yes. 

To take up with Agr i cul ture the proposit ion of 
exchanging surplus wheat for the things that are 
required by the Federal Government . 

Yes , but here I 1m back and I -
i s three years in Washington. 

and three months 

Well, Mr. Secretary, nothing- they ' ve been able 
to unable to do anything. 

Well, go to this meeting and t hen write me a 
e morandum and ask f or an appointment; make !lO 

commitaents of any kind and let me get together 
with you the first t hing tomorrow morning, will 
you? 

Yes , indeed, Mr . Secretary. 

Or I can give you an appointment now. 

Yes, indeed, sir. 

But you ' d better go over all the various t h ings 
that you're doing - outside of - ah - your 
regular Procurement act i vities, see? Bello? 

Yes, indeed, Mr. Secretary. 

' 
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Supposing you have a memorandua and you be 1n 
at ten-thirty tomorrow morning and prepare a 
memorandum of the things that you are doing 
wllich are outside of your regular Procurement 
work, you see? CoiDIDittees that you are on 
and all that sort of thing . - And let ' s take 
a look at it . 

Yes, Mr. Secretary . Well , you know all about 
every one of them. 

Well, I - well, I d idn't know about this one 
or at least I had forgotten it anyway . 

Yes, sir . 

Well let 1 s take a look at all of them. 

Yes, indeed. And then, can I see y ou tomorrow 
morning about ten-thirty? 

Ten-thirty. 

Thank you very much, sir. 

Thank you. 

Yes, indeed, Mr. Secretary. 

2& 
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BJlTr: 

Operator: 

HM.Jr : 

J esse 
Jones: 

Bello . 

Mr. Jones. 

Bello . 

Bello, Henry. 

Bello, Jesse. 

Yeah. 

: 

Tuesday 
September 27, 1938 
10: 36 a . m. 

Jesse, your attorney Goodloe was kind enough to 
cal1 up Ed Foley. 

Yes . 

And ask hi m about thi s meeting that's going to 
take place at eleven o'clock. 

Yeah. 

And when a fellow wants to play ball with me I. 
like to be on h i s team. 

Sure. 

Now, I told you that when I could see daylight 
on this thing with K. P. Chen I'd get in toucb 
with you. 

Yeah. 

Well, I ' ve been unable to get to the bottom of 
it yet . 

I see. 

So whatever Wall.ace i s doing 1.s something that 
I don ' t know anything about -

Uh huh. 

- and has not bing to do witb what- I'm t rying 
t o work out for . the President and for the 
Admini str ati on as a whole. 

21 
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Yeah, 

See? 

Yeah, 

And I wanted to tell you that. 

\'/ell , are you· -
bit about i t? 

can I tell you just a little 

You can tell me all that you want t o; I'd like 
to bear about it. 

All r i ght. Well , what they - they ' ve been 
talking t o us about was the Surplus ColllliiOdity 
Corporation under Wallace's management -

Yes . 

- wants t o buy trom China some tungsten, I believe, 
or something that ' s -or something we get trom 
China that ' s us ed by the War Department. 

Yeah. 

And - ah - they 
amount and buy 
we lend Surplus 
buy. 

Yes. 

want a c ontract t or a substantial 
and we lend them the money -

ColllDOdi ty the money with which to 

Expor t-Import Bank -

Yeah, 

- would do that , Ah - and the:r would bold it 
expecting Congress to give the War Department the 
.onq t o pey them tor i t - whi ch I hav2 no doubt 
that the Congress will do. 

Yeah, 

But t hat 1 s the -

Well that ' s the thing which was suggeste1 in the 
Treasury and was originally Wayne Taylor . s i des , 
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lYell, and that - and Foley brought it to us 
you see. So we ' ve 

Yes. 

We t old them - here ' s what I told them, Henry. 
That we, subject to your approval -

Yes. 
we, 

That i s to say that/the &~ort-Import Bank 
would lend - I first looked to see whether we had 
the authority 

Yes. 

- •·hether t he Surplus Commodity had the authority 
to borrow -

Yeah. 

- f rom the Bank. And I cleared t hose two th1n,:s 
and then I said, all right , then subject to the 
approval of Treasury and State we will cooperate 
and lend them the money. 

Well, I called up Peoples - the plan that you're 
talking about i s the plan t hat we 're working on 
today. 

Yeah. 

Admiral Peoples was invited over and the plan 
that Wallace has is just a hundred percent 
d i fferent from this. 

Oh, it is? 

Oh it 1 s entirely different . You ' re talking abou t 
the plan that we ' re working on right now. 

Yeah. 

Ylallace has got so~hin11t entirel.y different and 
hasn ' t done me the courtesy to even tell me about 
it. 

Oh I see. 

See? 
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Well then I 'll tell you I'• not going bec&use 
I ' ve got thi s - this cold , 

I see. 

- bad cold. And - but I 1 m -
bave the b oys go. 

Uh huh. 

And I' ll tell them -

Yeah. · 

I 1m going to 

- Schram and llllligan and Goodloe and ah - and 
our lawyer who is on the Export Bank Board. 

Yeah. 

And they will go - and they ' re going to go down 
to Wallace ' s office . 

Right . 

He was coming to mine but I 1 m not going to be 
there and I suggested that the boys go do'll!l to 
his place. 

I see. 

And I ' ll tell thea Just to mark tilDe on it and ah -
get at the ractsof this thing and then we'll decide 
i t later. 

And a f ter they ' ve beard it - it one of the• would 
get in touch with Foley and bring him up to date 
I 1d appreci ate i t . 

wb,y 
I wonder/we wouldn' t have Foley go , 

Well, he hasn 't been asked , 

Buh? 

Peoples i s going. I can get i t from Peoples . 

Well , I can ask hi.a . You see tb~ wer-e coming to 
•et with .!lt• 

Oh. 
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So I'll be glad t o have - I' l l be glad t o have 
Foley go . 

All right, !'11 tell Foley to go . Where is the 
meeting? 

Tell him to go t o Wallace ' s offi ce a t eleven 
o ' clock. 

O.K. 

Fine. 

He'll be -

He ' ll be there. 

How are you getting a - what ' s the news? 

Well, ah - as f ar as Europe is concerned i t 
looks pretty black. 

I t looks pretty black? 

And ah - we ' re 
well I' m - I -
i t f rom hour to 

doing the best we can and - ah -
I think we ' ve Just got to watch 

hour , J esse. 

Yeah. I want to talk wi th you because I think 
it 1 s most important 1 Henry 1 that -. e present a -
ah - an und i sturbed front a t home if this t hing 
happens. 

Oh 111¥ yesl 

And so - I was talking to some of the bll.Ilkers 
in New York y esterday - big ones - and I would 
like to kind of go over that Ylit h you when it 1 s 
convenient . 

Vlell, the minute you're over your cold I ' m ready . 

All r i ght. Fine. 

But I don ' t want to catch your cold. 

That 1 s right . 

How' s t hat? 

That ' s perfect . 
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And ah - the only - only other t hing - ah -
the Acting Comptroller is coming in here :in 
f i ve minutes. 

Acting Comptroller - good . 

To tell me about an idea t hat he has that he 1s 
go ing to send a telegram out to San Francisco 
firing a certain president of a bank. Do you 
know about that? 

No . 

Vlell -

\\hich one? 

- ah - Herbert. 

Herbert? 

Yeah. 

I don't think he ought t o do it . 

Well what I've done i s -asked him to come in 
and tell us the story - Cy stopped him; the 
telegram was ready t o go. 

Yes. 

And ah - before I want t o do anything like that 
I want to t alk to you. 

Oh yes, Heney . Ylith that -
that baby s :lnce ' .3.3 . 

we've been nursing 

Well, I'll tell you what I ' ll do . 

Yeah. 

After we get the story I ' ll have Cy gi ve you a 
ring and - and he ' ll tell you or come up and see 
you. aowi~ that? 

ill r i ght . That'll be fine. 

Because ah - we've got a lot or t hings here -

3~ 
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Yeah. 

And I'm not going t o go off halt-cocked. 

That's right. Well -

And why should we, at the request of Mortimer - ? 

Yes . 

-send a.telegram firing a fellow? 

No . 

Yihat? 

Don ' t do that . 

Well, it's just -·I haven 't -
commit ~self until I hear the 
have Cy get 1n t ouch with you. 

I 1 m not going to 
story and I'll 

All right. And I'll - our boys - Hoffman 
has been studying this thing and I've got the 
report and I'll go over that with you maybe 
tomorrow if you've got some t ime. 

I've always got time. 

All right. Fine. 

Thank you. 

Goodbye. 
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H.M. Jr: 

Operator: 

B.ll.Jr: 

Jesse 
Jones: 
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B.K.Jr: 

J: 

B.M.Jr: 

J: 

H.M.Jr: 

J: 

B.M.Jr: 

J : 

Bello 

Septeeber 27, 1938. 
1.1:45 a.m. 

Kr. Jones is on his way from the hotel to the 
ottice - it will be about ten minutes . 

All right. All right, when you get hill let 
me know. 

All right. 

l2:ll P.K. 

Jesse. 

Yes Henry. 

After that meeting Henry Wallace called me up, 
see? 

Yes. 

And gave me a lot or tallt. I couldn't make out 
what he was talking about but he insisted that 
I should see him and Peoples and Schram right 
atter Cabinet, see? 

Yes. 

I said, "What's all the hurry•? Well he was 
leaTing town at 6 :30 and will be gone the rest 
ot the week. 

Yes. 

So I said, "All right•. So they•re coming oYer 
here about 4 o•clock, 

Yes, 

I didn't know whether you•d cere to come or not. 

Well it I - I'll suggest McCool - McCool better. 
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Well I juet want to let you know the - ah -
you ' re inn ted. 

All right, f ine . 

But- ah- ah •• ••• 

I talked with Schram about the meeting •• ••• 

Yes . 

And bet s got some - ab - well it' s not involved -
there ' s no reason for me to discuss it now with 
you. 

!lo. 

But I'll try to come over 4 O'clock. Anyway 
Sam will be there and some of the boys. 

Right. Well I don ' t think - ah - let Wallace 
unburden himself •••• •• 

That ' s right. 

•• •• but it sounds pretty silly to me. 

Well we want - you wouldn't reach conclusions 
this afternoon anyw~ . 

lfo sir. 

All right . 

I never to on Tuesdays. 

That ' s right - Tuesdays . 

Yes. 

Good . 

All right. 

Goodbye . 

Good1J7e. 
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aeptuller 'i!:l, 111~ 

I gan the President, o·nr the phone to4q, tile 
oontent1 of the attaohed United Preu t1oll:er. He 1aid 
that Ienned)' and Bul.l1tt report that thing• look TerJ 
blaoll: th11 110rn1ng. I told tbe Pr .. 1dent that 1terl1ng 
refleot• that. aterl1ng 11 1t111 lower and tbe7 are 
haTing a Ter,r bad 4&7· 
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! SHANGHAI .--THE IT•t UM CP"l"-L&AIMQ!IDQ..J.IOJI.1~CI!!;COLI sut n :;­
QUICKLY AND UNEXPE!iJEDLX TODAY THAT SHE LEFT- HACF HER CR V STIAND[D 
ASHORE. --

THE ITALIAN CUNBOAT LEPANTO SAILED UNDER SI"ILAR CIRCU"STANC[S AT 

ABOUT THE SA"£ TI"£• 

PRESUMABLY, THE CRUISER AND THE CUNBOAT ACTED ON ORD[RS Fl~ lONE. 

THEIR DESTINATION3 VlR£ UNKNOWN. THE CRUISER LEFT TH[ HAIIOI 30 

MINUTES AFTER ANNOUNCING THAT SHE VAS LEAVINC. TK£ SHIPS L[AVE VATERS 

DOMINATED, SO FAR AS EUROPEAN SHIPPING GOES, BY THE BRITISH CHINE 

FLEET, AND, IN EVENT OF VAR1 THAT FLEET WOULD ATTACK ANY VAR VlSSEL 

FLYING THE FLAG OF A COUNTRY AT VAR VITH BRITAIN. 

THE SAILINGS LEFT ONE ITALIAN WAR VESSEL IN PORT--THE GUNBOAT, 

CARLOTTO. ITALIAN NAVAL AUTHORITIES HER£ REFUSED TO C~tNT. 

9/27--RS_,A --
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.AJ.NFIDEl TlAL 
WAR DEPARTMENT 

WAIII D&rAJIItTM.CNT O~lrfltA.L. tn'Al'f' 

MLtt'AJn' I~ Df't'l!ltOH, ... 

WA&HlHGTOH, o, C. 

IIIIIOIIIJIDIII 110 . 22 FOR THE CHIEF OP StAFF 1 

Subjoot 1 Tho proaont Ellropou 11 t110tion to 
10 100 .1..11 . , September ?:7, 1938• 

O.noral 8lt110tion. OD tho &l'tornoon of Soptoeor 25, tho 
CaoohooloYOklan GOvernment banded to tho Britioh Oovorumont a 
oato&orio rotlloal to aooopt tho Gorman ultim&tua. Following tho 
aorloa ot .. otingo botwoon tho boada ot tho Fronoh &Dd Britiah GoT­
er.-onta in Loudon on S~ and llond&y IDOrnlDfll, a JDOmentouo do­
oi llon of tho Britioh C&binot •• publiobed to tho offoot t bot in 
ouo of Go,_, au;roollon a&ainot Caol>hoalO'ftld& "the s-di&te 
ro auU lllll&t bo tbot Fruoo will bo bollDd to 0080 to her auiltanoo 

aDd a r .. t Br itai n and Rllaaia will oort&inl;y at&Dd by Fruoo.• 

Thio dooiaion wao not ottioi&ll;y tronomittod to Berlin, 
but C-orlain aont a poroonal lottor to Hitler atatlng tbot t ho 
Oodoobor& -rand11a - • .-oooptablo, and appoalln& to Hitler to 
~ hil polition, Thio &ppo&l • • t t..d ao aa to roaoh the 
PllOI\ror prior to hio opo .. h . 

Bitler' 1 apoooh of ;yootord.ay -• Tiolentl;y abuai..,. to 
Bonoo, •• "rabble ro1101Dg" to hia 01111 tanatloal follOllllro aDd 

&onorall7 provooat lw. 'llhl.lo ruuortlng tho tirnm.ou ot hio do­
ol lion to O&J'I")' out tho annomtlon of tho Slldoto11 a r .. o, bo , 

nanrtbolou, -. obT10110l7 doforanti&l to Brltloh pllbllo opinion, 
aDd did DOt dotlllit ol7 olooo the door to oOIOpl'OIIiooo wb.ioh ai~;ht 
bo o~oot..t by Obuborl &in. The latter at onoo ool&..t the ro­

ain1ng obonoo ot oottling the att&lr b7 nagoti&t l on in a otato­
.. nt offering Bri Uoh ~tooo ln oarl")'in& out t lw dotailo ot 
t he orlgin&l Brltloh propoo&lo. 

thoro tho - t tor rooto. Tho oltll&tion 1o oxt ..... l7 
oritio&l, BrltaiD aDd Fruoo, aDd probably O.nan;y ao ... u, an 

otlU ooaroJWoc tor •- - of aYOlding tho oataol:r-. It 1o 
DOt bollond "'-' O&Hhoolow.ld.a will yield to Hitler•• plan or 

OONli'lDENTIAL 

' 
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to ~ oxtono1Te ooaproaioeo 11h1oh .-:t bo arnmr;ecl betwon Bi tlor 
t.ncl Cbaaberlain. Duo to the TOf7 nt.turo ot tha lui ro&iM, it i o 
cloubttul it Bitler oan rooecla approoiabl)' trooo the cl)'naaio pool tion 
ha baa aao._cl. 

Jluooolini ' o atti twie • whi.lo ouport1oit.l1y t.lllocl to Bitler • 
atill penalto -\lTorability. Be inaiato upon the juatioo ot Cler­
.any'• oauao ancl plt.ooo the rooponaibility tor peaoo upon the Britioh 
and Frenoh GoYern.ento , wbioh ahoulcl force Oaoahoola~a into aa­
ceptanoe o.f Hitler'• ultboatum. To ju4go troa hio recent epoeohoo, 
hio viewpoint 1a that the at.f&ir ohoulcl be loot.li&ecl at C&eohoolo-­
~·• exponae1 othorwioo it will aoeume auoh oharaotor ao to in. 
volvo Itt.ly clirootly, ancl an tha oicle o.f Qe......n)'• 

In the oonoentration at attention upon the European oi tua­
tian, the faot that Japan 1a a probable t.ll)' o.f Oer.any ancl Ital)' 
ahoulcl not be clioror;arclecl. there ia a cletinite trencl tow.rcl oODTOrt. 
1nr; the Anti.Comintern Pact into an ottonaiTO...Soton.ahe alli&DOo. 
Converoationa botwon Berlin, Ro.e ancl Tolcyo with tbio and in view, 
atertecl before the oriaio in Europe reaohacl auoh an acute otago , are 
oontinui.ng . 

Variouo report• .from oouroeo belieTecl to be reliable i .ncli• 
oate that if war broake out in Europe in tho noar future, iDTOlving 
England and Franoe ar;ainat Geruey • Japan will take t...cliate ar;· 
greoaive otepo againat Fronoe ancl Groat Britain in Aaia. fhl.o aa• 
tion will probably inolucle aoi&uro ot the Fronoh and Britiah oon.. 
oeuiona in Tiontain and Shanghai ancl potoibl)' an attack on HoJI&lcong . 

llilitary Situation. lleanwhilo onrywhere in Europe aili· 
tary proparo.tlono continue with an aooeloratecl tempo . 

The .followint in.forlll&tion 1o .froa peraphraaecl 11111 tary 
J.tt&oha or State Department oabloo or tho prooo u inclioatecl. 1'he 
timeo notecl on military attache oableo are tho hour reoeiTaclJ thoto 
o.f the State Department are the hour tent. 

Groat Britain • 
Froa )(.J.. , LoDclon, 9to6 P.M. , Sept. 26. 

Striotl7 oODticlentialr War ottioo intomatioa 
1nd.ioatoo that 30 Oeman clivioiona wro clitpooocl in 11.110 
along wetorn C aooboolo~a .frontier r.&cl)' tor inTOoion. 
To-clay (26th) •jorit)' clivieiona oicle olippocl to tho 
eouthoaet to•rcl tho .luetrian .frontier and othoro DDrtb­
out tow.rcl Dreeclen. .llong tho French .frontier eight (8) 
clivioiODt are in 11.110 baokocl up b)' eight (8) or n1M (9) 
clivieione in re .. rve . lo in.fomation ot Frenoh plan ot 
operationo. In interview with Chief o.f Statt toUII4 Ida 

• 2 . 
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oheortlll. bo.tt plai.zlq appreheu1n and 11110-moat1n. 
811CI!B! 1 I!D7al .A.ir l"oroo 111aa10D Dl>&rb4 tor 

1"reJ»e to-4q to looate hue tor operat1ou. 
the oo ........... t at 5•00 P.Jl. to-4q o&lle4 to aotho 

4utJ &11 Terr1tor1&1 J.:nq ooaat 4etouo and ent1&1ror&tt 
wd t e &:114 ordered &11 ~ra llo,al .A.ir l"oroo Obeernra 
Corpe ( o1 rll1o.na - o-2) to battle etati ou tomr;bt. Olle 

equa.4ron Auxill.&rT .Ur l"oroo ordered to aot1n d.uty. 
O.ner&l ReooDil&1u&DOe equa.4rou b&n t&ltan at&t10D on 
llorth Ooaet . 

Conoontr at1ona ot Royal H&T7 ooDt1nue with one tloet 
1n Borth Sea &n4 other 1n llled1torraneo.n 'llh1oh l&et will 
not be on.ouate4. 
- Aa turtber 4etanahe -.ourae cener&l 1aall8 ot £&1 
•alca ber;o.n ~~ pr1oe ooDtrol ot o41blo tat& &:114 
pork otteotin tor 14 4&ya -• am>oUDOi dJ IUII1 ordara 
were 1aauo4 to loo&l &Uthorlti .. ot be&rlly populated 
41atr1ote to uao &11 l&bor aT&ilablo to dit; trenohee 
tor uae 1n air r&14e. 

.rroa Pr••• - ~S 
At Sht.nt;ba1 one ot the two 1nto.ntry t'rl d oaa ea­

b&rlce4 tor Ront;lco~ on the 26tb1 &n4 the onl;r 1nto.ntry 
b&tt&l1on at T1ante1n wu or4era4 to proooe4 to the -
port without dolq. 

At Gibraltar an ent1-a-..u.e booa •• 1nat&lla4 
&Dd other preparations ooDt1nue at tbia baae &Dd at 
llalt&. 

At London oonault&t1ona with the .Frannb O.ner&l 
St&tt oo11ti1111oa • 

Fro.noa -
Froa M.A., Parle, 4•:55 P.M., Sept. 26. 

Oppoeito the »orarlo.n oorrldor 1n .A&letria, 7 1n­
to.ntry, 1 • oho.n1&04 &:114 1 JOOtorile4 41rle1ou. 

Il1 B&w.ria, oppoaite Jlsar, thoro are 8 1ntantry 
&n4 1 -b&ni&ad 41rla1ou. 

Il1 ll&sDJ1iT, _.. Droed&n, there are 5 intaDtl'7 
IUII1 1 100torlaed 41rle1ona. 

Il1 8Uao1a, Broalau area, are 5 1nt&Dtry 1U111 1 
• oho.n1ae4 41rla10Dao 

J'roa 111..1.., Parle, 1•40 P.lll. , Sept . 27• 

Bit ler hu loat &4n.nt&ce ot 811rpr11• by nea!ns 
Ootober lit therefore there are bopea r ... turtbar ..... 
r;ot1at1 ... IUII1 non ,.aoa. 117 8a~r 29 O&aOha 

OONF'IDENTIAL -' -
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11111 b&'ft ~5 41 Tiel..,., two lum4recl tbollooncl - Wiler 
u.a, 1Dol114bc two olaeeee, u. ..,blUaocl in 'facoolaTia, 
11wtp17 alao b&a total ot 200, 000 110b1liaocl and ~ ll1acl 
b~o plu oM IIOtoriaocl clot•cb 1 t Aft hoi.IIC ~ 
tlle Caaoh tronthr, MobU1aat.lon ot a.,_ reaer.... 41-
Tiaiona oontlnuee bllt there 1a ..., •bance in Oer.n cl1a­
poait1ona alomc the Caooh frontier. 

Caeobool0Tak1& -
J'roa JIJ., throup State Dept,, 

4tOO Poll,, Bopt.-bor 26, 

It ia oat"-tecl that tho Caeoho b&n 1, 225,000 -
Wllor ....... All - up to tho ace ot 45 ban 'baeD. oalloclo 
!be equlppiDg IUI4 uaal:>liDg ot wd.to u. •kine e:mellent 
procreu• It 1a boUO'ftcl 24 to 1111 bolU"' _ • .....,. t or 
tho OerMn clnelo~ tor a •jor attaok otter a cloo1a1on 
b&a be.., roaohocl. 

J'roa Preu - Toater4&3' CuoboalOftlda Wlecl all 
•n and _,. between 17 oncl 60 tor awdli&ey •r eerrloe . 

OeiWJ!,Y-
Prca JIJ., throup State Dept,, ~ t25 P ,JI,, 

Sopt;OIIbor 26, 
An .Uolotant ~ri- JI1Utaey .t.ttaoho intoi'Mcl hlo 

ohiet in Sorlin b)" tolepbau that in Oorllta 'llbere ho 
tllen •• on Beptaber 20, ho bacl ooon two cllTioiona ot 
tho llicJrth Corpe in ~ ~ tho Caooh frontier 
between tho Polioh borclor ancl .. looo, aoo..panlocl b)' tho 
n.ttoenth oncl 81xtoonth tank rec~to 1ncl1oat1Dg that 
an ottenaln teak hacl bo.., uaipcl to tho Corpe . Oil 
tho .... afternoon ho DDtioecl in tho ..... area oertaln 
1110toriaocl oo11111118 aorinc in tho cllrootion ot Broalau 
boloDgiDg to the fhircl Corpa. 

Prca Jl..t.. thro'IIC)l State Dept., 7t00 Poll., 
Sept..,..•r 26. 

• ~ • ._....r bollnocl DO .S.lltaey otopa ...,.pt 
rooal1 ot aO'ftral ola•••• ot oarab1n1eri o~ 11it!l 
ho1Utat1Dg ..,bill ... uon. hll proparati ona -.doe tor 
quiok aob111aatlon it _ • .....,.. .t.t Te...,., ..... 11111 
e:o:proooecl approoit.tlon ot Cboaborlain' a ettorto to lioMp 
peaoe , Spoke ot MOeoai ty ot llt.pU' and Pollah ola"­
u wll .. Oerwulo 

OONF'IDENTIAL 
-4-
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hlaM-
~ ....... ......_. 9•25 .~. .... ..... 27· 

'fqoal&n.a CJiuop 4 1Ut'a1NI nawa .at !ala ~ 
er.~llt baa arae4 ~ tbat botll 'fll&oal&.U. u4 
~a 'rill alcl Caeolloalonld& 1:a oue ot 1UQ' lilllllpriaa 
accreu10D. 1!1. !eiObc 411trio't JU"t1-41~. 
aN at1ll oolltiDIWI&J otbanrlaa 11111ta,. altatloa 1a 
Pol.ouo4 11 quiet pen.Uac .a 1'9Mpt1• ot tvtMr N­

pliea troa C aeolloalonld&, 

OONH'IDENTIAL 

Regraded Uclassified



OONB'IDENTIAI 

Ruaaia -
P1'0il II.A., lloooaw, throllf:h State Departaent 
~.oo P.M., September 26. 

SoTiet ai~ to CseohooloT&kia ~ a war aga~ot Ge~ 
would be rendered probabl;y by 

(1) Send~ Red air unite to Central Europe, 
(2) Diopatell~ an expeditioc.ary toroe ot r;round 
~ unitoJ 

(~) Jrual aotion ill Baltio Sea, 

Probably llOt to ..,., .. d 200 b<llb~ planeo (SB) oudi~a 
t;ype would be aT&ilable at ocoe tor ottenoh• lliooicm ~ 
Cllltral !urope. 

Further auilt&DOO 1o dependellt .. oouroe ot oa.hat 
but it 11 beliend oonteaplated not to oend aore th&D 200 
additional planeo on ouoh a aiooion in Central Europe oinoe 
the Sortet llnl.cm will aot oritio&ll:y nt.lcen ito 0'811 defe111e 
~ order to aooiot ~ Central Europe. The training, equip­
aent, organi&ation &lid otrater;io looation or the Red Anq 
indioate ito ID&Jd.Ja- uoetulneu would be aohieved it it holdo 
a defenain l~e r;onerally &lOll& the borden ot tho Sortet 
llllion. 

It politioal requireaenta oooeooitate an expedition­
&1'7 toroe it would be organiucl f r ill& troopa in the Leningrad, 
llhite Ruaoian, UoY and I!Juu"koY ailitary diotrioto. 1-r­
int; 100, 000 ...,, ouob a toroe oould be road,)' in haDe garrloono 
in a r .. houro after aobilhation. Wit~ oeYOn d&ya it ooulcl 
be oonoantrated and ready tor an ot'tellllin. By 14 d&ya attar 
aobili&ation it oould be r&iaed to 400, 000 11011. By 30 ~· 
after aobilisation an additional 200, 000 oould be addado The 
danger ot attapting an otfenain with an 1n&clequate toroe 
indioatea no expeditionary to roe outoicle ot Sortot Union would 
be aent until attar oonoentration of at l eaot 400, 000 troopo. 

laY&l aotion ~ Baltio Sea to interrupt flow or Swecl­
ioh iron to Ge~ would be atteapted by Sortet oulll&~o. 
Cklly 15 to 20 are &ftilable. lio other fora of Sortet n&ftl 
aotion ..... poooible. Ia Yin or Geraa.o naftl otront;th in 
B&ltio belieYed Sortet n&Y&l aotion would not oerioualy .... -
aoe Geraa.o ocmtrol or thet oea. 

CON WI OEN't'IA.L 
- 6 -
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September 27, 1939 

ll: 30 a. 11. 

Present: 

llr. Chen 
llr. Hs1 Pell-1110u 
llr. Hanes 
llr. Ol1phant 
llr. Lochhead 
Dr. lh1te 
lire. ltlotr. 

HK,Jr: Gentlemen, t he r eaeon I ·aeked 70u to 
come 1n t h1e morning, I did not want to loee any ti11e. 

I had a chance yeeterday to taU: to the Preeident 
about China and I told him what the situation was and 
he 1s verr glad t or me to tell you today that we are 
ready to take another 19,300,000 ounces ot silver at once. 

l!r• Chen: Thank you very IIUob. 

!lr. Peb-110u: 'l'llanlt 70U· 

llr. Chen: Appreciate that. 

HK,Jr: So it 70u wlll etart the aater1al. 'l'llat 
la all 70ur tree tilverf 

Mr. Chen: Yee, e1r. 

HM.Jr: Well, we will t ake that as ot today 1t 
you want us to. 

llr. Chen: (SII111ng) Yes. 'l'hanlt 7ou so auch. 

llr. Peb-tou: (also pleased) '!'hank JCifl. 

HK ,Jr: It 101.1 wil'l work 1t out w1 th llr. Lochhead. 
When you have the det&lb on that Ger~~an barter • ••• 

!lr. Chen: Yea. 

HM.Jr: I would l1lte to have that. 

38' 

Regraded Uclassified



-2-

llr. Chen: Yea. I eXJ)ect a reply very soon. 

ID(,Jr: h there an:rth1ng I ehould take up with 
these gentlemen beeidee thatT 

Kr. L9cbhead: Just one thing. Someti me ago 
Jlr, Chen mentioned if we bought any silver, he wae 
wondering on aocount of t he pres• &eking whether theee 
silver purchase~ were suspended , would you be willing 
to say you would continue. 

RK Jr: You tell Herbert Galton we 
extended !fie eilver purchase agreement. 
nouno~ that we have extended it. That 1 e 

have today 
Ire w111 an­
what you wantT 

llr. gnen: Yea, air. 

RK.Jr: Ire don't eay how lo~. 
tended. That1 e what you want? 

This will be ex-

Mr. Chen: Yea. 
ment i n china. 

This will be kind of encourage-

HK .Jr: You (Lochhead ) tel l Herbert Gaston. 

llr. Lochhead: I understand you (Chen) want to 
hold it f or a day eo as t o get eome interpretation frora 
abroad. 

KW~Jr: Get hold of Gaeton and fix it up. 
you (llr. hen) anythingT 

Mr . Chen: Nothing this morning. 

ID(,Jr: Anybody want to eay anyth1ngt 

llr. Oliphant : Nothing on ra:s mind. 

llr. Ranee: Not until tomorrow. 

ID(,Jr: Barry? 

KaTe 

Dr. lrhite: No. 
aeked f or tOday, a o we 

They expect the material you 
will probably have it for you 

tomorrow. 

ID(,Jr: On the other matter, we have to do a little 
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atudy1n~. 

llr. Chen: rea. 

Hll,Jr: Beet 

Kr. Chen: Yee. 

-3-

(At thie point llr. Chen and Kr. Peh- mou lett to 
go to roo• 296 to wait for the Beoretary' a group who 
remained behind tor a t ew m1nutee,) 

Hll , Jr: Juat before they o-.118 in Henry lfallaoe 
called ae and I etalled. 

lfallaoe oalled a aeeting over there to go ahead 
on e xchange of wheat and flour, tor 1nttanoe, and eveey­
thing elae. •ever told ua anything about it. J eue 
called up and told hill 1 I have tuoh a oold, I oan1 t go. • 
He oalled up Henry. ! bat1 1 J e tte'• attitude. He taid 
"I thought th1t wa1 the thing you were working on.• 

Do81 lfallaoe !mow that Chen 11 in town? 

!j!r. !h1te: Doe• be read the newtpape1"8f 

At th11 point, the Beoretar,r t t lephoned to Secre­
tary lfallaoe and reoord or tba1r oonveraat1on follow• 
th1e page. 
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R.UJr: 

Oper ator: 

HIIJr: 

0 : 

H~IJr: 

Henry 
\.allace: 

HllJr : 

•.. ... 
HI&Jr: 

RIIJ'r: 

\ll: 

I!J(Jr: 

v : 

HllJr : 

Bello. 

Secretary Vlallace. 

Thank you. 

Go ahead, 

Hello. 

Hello, Henry. 

Tuesday 
September 27, 1938 
11 : 37 a.a, 

How llllCh is wheat today? 

Ah - that 1 s just what I want to. taJ.k to you about • 

Uh huh. 

About - when I - about a month ago when I was 
up at Hyde Park the President ltns - ah - indi­
cating - why couldn' t we hnve enough i .maginotion 
to work out some barters between v.'heat and various 
t hings t hat the Army and Navy needed and also per­
haps, brinf 1n some of tbe industrial concerns 
sooner or ater . Ah - thi.s t hing he's talked about 
off and on you know in our various conversations 
~e've had on thes e stra t egic supplies of war 
materials. 

Yeah. 

And when we got t his wheat thing set up it becan 
to appear we had a mechanism to deal with it and 
at the l ast Cabinet meeting I told the President 
it seemed as though we had tbe mechanism now to -
perhaps to go places on barter and he asked me to 
get 1n touch with Peoples. 

Yeah. 

Which I d i d yesterday afternoon. And now I've 
found 1t necessa.ry to bring RFC into the picture 
to swing the - swing the whole thing and 
wondered if you could talk with - after Cabinet 
meet ing with Admiral Peoples and Schram or RFC 
and Jesse Jones later on today 

Well what -

41 
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W: 

IDIJ'r : 

W: 

Hlo!Jr: 

v. : 
ID&Jr : 

HMJr : 

W: 

IUIJ'r : 

l" • . . 

HII.Jr : 

W: 

42 
- 2 -

- if be doesn't meet with Schram. 

VIall , wha t are you try ing to do, Henry, 
and what countries ere involved? 

Well , i t would - t he commodi t i es involved 
would b e such commodities as manganese and tin 
and tungsten and t hese other strategic war 
mat eri als . The Arrrry and Navy have got t he -
a - p i cture there and Admira l Peopl es has got 
i t in fairly good shape I guess. Ah - and for 
those - wherever they might be - 1f those 
countries wanted wheat where we could work wheat 
into the deal we ' d just si.mply trade wheat to 
them - ah - t he Surplus Commodi ty woul d sweeten 
the deal a l i ttle b i t 1f necessary 1n order t o 
facil i tate the trade 1f we didn 't h~ve to go too 
f a r in f acili t a ting it; and we'd just s imply be 
sending wheat out of this country and building up 
storage supplies of these strategic war materials 
in t h i s country. 

Well , there seems to be some duplication because, 
you see, K. P. Chen i s here; I don ' t know whether 
you know that or not. 

Yeah. 

And with two very able people. 

Yeah. 

And we ' re getting very accurate information as t o 
what China needs and what they can do and everything 
els e . 

Yeah. Wel l now that seems to t o me to be jus t 
simply a part of that old picture. 

Well, ah -

Except t hat t his would apply to other countries 
in addition to China. 

Well, as far as China i s concerned I mean -

Or moyb e we could split China off and handle it 
separ ately. - Let you - l et you go ahead and 
handle China in whatever w~ you think is best. 

• 
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BI&Jr : 

W: 

liiiJr: 

HMJr: 

W: 

HMJr: 

VI: 

HIIJr: 

W: 

liiiJr: 

Vn 

HMJ'r: 

W: 

Hli.Jr: 

W: 

HMJ'r: 

W: 

RMJr: 

- 3 -

Well, I ' • going to ah - I 1ve a1ready told the 
President but 1 1 m going to tell the Cabinet Just 
what the Chinese situation i s . 

Yeah. 

And then - ah - . the Pr esident and 11r . Hull have 
Just got to make up their mind what they want to 
do. 

Yeah. 

And the whole - the whole Pacific ' s at , stake. 
I mean the Pacific Ocean, - and the - our policy. 

Yeah. 

And ah - ah - when we get into this thing with 
Chen and you t alk about tungsten and all the rest 
of the things - they Just can't deliver. 

Yeah. 

And this fellow i s an honest truthful fellow. 

Yeah. 

So -

Well now, Henry, are you in position to talk this 
over with Schram and -

Who 1s Schram? 

43 

Schr&Jil is one of the members - directors of the RPC. 

Well - I -

With Schram and Peoples after the Cabinet meeting? 
I'm leaving- I'm leaving- the reason ·I'• 
rushing you on it 1s l' m leaving town at si.x-thirt)' 
this evening and -

Ro , thU - I ' ve got a whole gr oup of people work1nl 
on th1.s t hing - on this very thing. 

Yeah. 

And tre.n~t4, I do n 't want to be rushed. 
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W: 

BMJr: 

II' : 

HMJr : 

W: 

Rll.Tr: 

" . ... 

W: 

Rl.IJr: 

W: 

HIIJr: 

W: 

ll iiJr: 

W: 

H!!Jr: 

W: 

HIIJ'r: 
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No . But I say, are you - do you - wil l you 
talk i t over with us? 

Ah - ah - sure. 

All right . 

But I - I want to bring up - ah - why not -

44 

I 111 bring up this quest i on about China in Cabinet -

Yeah. 

And-

Well t h is is - China is just one eleme!}t in 
this thing. 

Ylell, let's - let ' s bring the matter up 

We 111 forget all about China as far as - i f 
you ' ve got another way of swinging China well 
that 1 s perfectly O.K. with me. 

Vlell , let ' s bring it up before the Presid ent and l et ' s 
let ' s clear this t hing as to policy . See? 

' Well , i t just - it seemed to me that it would be 
a good t h ing for you to get a little more oft he 
picture before you d i d that . 

Well I t hink I' ve got the picture, unless there ' s 
something I don't know about, because this sug­
gestion of - of buying - ah - these commodities 
through a commitment of two or three years - ah -
we ' ve explored the whole thing here. 

Well tha t - tha t i sn ' t what we ' re doing . 

Yeah. 

This is trading wheat for commodit i es . 

Uh huh. Well , 1t - 1t - ah - if -

And l - and I t hink you would be in nuch bette r 
posit ion to talk with the President about it if 
you had thi s talk with - with Peoples yourself . 

Oh - well, you ' re leaving 
going to be gone for? 

how long are you 
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W: 

HIIJr: 

W: 

I!II.Tr: 

W: 

BlLJr: 

W: 

HIUr: 

W: 

RIIJr : 

1~1 • .. . 
HMJr: 

V: : 

RltJr: 
\11• ... 
fliiJr: 
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Oh, I get back next llondll)' . 

Uh huh. Well, I'll tell YC1l what we'll do -
when we're through Cabinet we can walk across 
the street to DIY office;- wlll you tell those 
men to be here? 

All right. 

I'll - I 1ll have Peoples here. 

All right . You have Peoples there and -

We'll tell - we 1ll tell them what - be here 
at four o ' clock? 

All right , we'll say tour o'clock. 

All right. And there's DIY own people who have 
been working - I ' ll hsve them here too so that 
everybody wll.l know what everybody else 1s doing. 

All right . I' ll bring along Tapp an:IWllcox then 
and we• 11 get the whole thing straightened out. 

And I ' ll ask Jones to send a representative. 

Well , that 1 s Schram - would be h is 

Oh. All right . Well , you - you'll take care of 
Schram. 

I 1ll take care of Schram, and -

I ' ll take care of Peoples. 

All right. Fine • 

Thank you. 

45 
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¥£· Ol1phant: Jeue1 e oold will be well b7 tour 
o'olook 

to 
Would )'ou like ue, in the meant1M, 

the other oountr1eeT 

Hll.Jr: You people be here and I 1T1ll let 7011 
know when we get baok troa Cabinet and at leaet 1n the 
Treaeur)' we will know what we are do1nc. 

prt Whit~ We will eee what other oountr1ee oan 
otter ue b&t t Arrrrr and llaY7 111ght want. 

oOo-oOo 

' 
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SB!)te:>ber 2?, 1938 

To : The Secretar:--

:l'rQ:::: l.r . l!anes 

:h .. ettae!:.ed "'e~randUI:I wno ltrnded t:> :you by l.r . 
~~ill at t.he conference ~ternded by t"easra. Eelvertnc, 
C.r~ves. :~u a.:t .. ~13"'1!. It ":':'pt reeo~e·nded b7 :...r. 
!'ec-111 thet :·,~ n.P:U"ove the .,fl"10re.ndun . !!Qveve.r, whe·n 
:·>:.. lenrned tllP~ ! ht>d ~t ro~d It :r·~ a•ked :.r. ::;r aves 
t -. C~ Into t!:.e cutter In so~ .. detail wit!:. :::e , ~~asked 
~e t? a~r~ve the ~~randuc, it I egreed ~!th it, b~!ore 
: .... "o·J.ld bP w!ll!nc to a!cn H. 

Subsequentl ,·, I d 1ocueoed t '1e r.:l\t t er thorou;;hl:y 
-1 t h :..r. J.:ac,lll snd :. r. r.,.~vea. I ltrvo been over the 
'-' .. !:lOrlll!dUIII ver.; carefully, nnd cpprove the reeor:nendatioa 
~nde by :..eur s . !!et;Ul . !lelver!ng n.~d Grevea. 

In e fe~ words , it lo dee!~ed to govern ~ost review 
•! ctoseo closed b;t field d1v111ona . ! t hin!o e,·e17 ntte:npt 
r!:.?uld be :::nCe t ? r.voi d oett1 ~c up '"'ehiner.; in ue.shi,.;ton 
-• 1c!:. ~ll result i~ du~l1cnt1on o! vor k done b;t the field 
•t.~t~. At t::.r- Ga.-c ttme. ! tb1f\~t it ii l esirable tr.J">t tt..e 
!itld divisions shoAld be ~were o! t~~ f~c~ tr~t clo sinG• 
-~e 1~ the field c1ll ~· .ubJect t• exacination ~ere. 
:•.,t, ~tte!"Ve'r. f"r re-?!)e.n1~ caeca, exe:e_!)t ae npec!fied. 
.. ·.er~ !raad !& &1l.Spected, lrJ.t t ?r ~1d1!'\c': t~e wo:-': of the 
!1 el~ d1v!s1o~• in order thnt uniform prectice ~ be ob­
tnined throuchout nll the div1a1ont . 

I t 1B ey recoru:endat1on t o ;10'.J, 
cttnehed ~eaorandu= be epproved. 

theref~re , that th~ 
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!!I!!!Ail!lllS!\ •• IIELTE!IJ!!; 

I bu4 :rw benwtt.ll, tor ,_. -u-u. Ull apprftal u 
•Uatu~, a <Iran ot a • • acr-,- prnUSac twa por..-auvla 
la \be lvMa ot - Uouud u \b renl\ ot -- b7 t1e14 
.Urta1- or t he 'l'llcllaloal s~. 

!b• obJan of wch a rartaw 1a ot - w c-z'd ~ tu 
poaalbUiq ot bprop.r t1al4 M\U-w Ull, u tar u poaatuu, 
\o l n..n c01111n..,t lllld W>.itcma aaUoa 1A t.11e 41tt-' t1114 41rt­
a1on.o ot \be s~. 

1. 'tbat all oaaaa aloaad b)' s~ MUoa 
will be aubjHta4 to rft'1aw ill \b 
:xa- Tax IIBlt U4 tbe XieeeU• au 
Tax UlaU, r&UJIMIU~, b11t cal)' tor 
\be pepc.M ot nzo1t)'1ac na a.teraia­
t!Ga ot tax l.laliWt)' MM b7 \lie lA­
'--1. ••• u ...,., 1a ohe.rp 1 

I. ~all Alh - . -P'l.Dc no. cloaa4 
b)' tial order or tbe Bou« or Tax Appaal.a 
after Vial oa na .. rtw, will be .UJ..wd 
to zwrt- II)' tu !lad ot Uta !'Mlmloal S\&ft 
t• tu ,.rpo" or 8WftdJa.las ,..,bar \be 
ll.Mbc a c\iea wu ooaalekat u4 proper 1D 
all ....,..WI ... 

:s. '!'bat aU -· 1114 tof ....,_. tbe JloUt or 
tall A~ will loa .... JeatM M nwt• II)' 
\lie au..- ca-ll ttw '"' pa;oea ot ......_ 
............... tM .., .... - ;c.,...:a, 
I ) ..... 

• U'l' 1 sa ..us.~ 1a tM .. •• a• - u aw .. * 
ranl\ ot pnh cof 4l -M101l ~ Wa ealoJeft wt_. t.lle ... a eft'S., 
Mra I 1 II ... , 1ae1Mbc Ill'. W 0 Ill'. 11ft, C.)lt&la lllN, Uil 

~8 
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TO 

TREASURY DEPARTMENT 53 

I N T&ft O P'PlCa C:OMNUNICATION 

""'" Septeaber 27, 1938 

llr. Oliphant 

11r. l'oler 

Pursuant to your instructions, I attended a -ting in Secretary 
Wallace's office in connection wi t h credits to foreign nations t or 
the export ot our agrioul tural surpluses . In addition to Secretary 
Wallace and 11feelt, there were presents llr . Tepp, President, and 
llr. Wilcox, Vice President of the Federal Surplus Colr.IIOCiities Corpor&­
t.ion; llr. Schr&a, Director, llr. IJ!ulllg&n, Treasurer and llr. Snoclirue, 
Assistant General Counsel, Reconstruction l'inance Corporation; llr. Good­
loe, President, CoiiiiiOdity Credit CorporAtion; Admrel Peoples , Director, 
and Capt. Collioe, Asehtant Director, Procure...,nt Division. 

Tbe pU1n initially discussed was tbe one auggested by the Tre&aury 
for the purchAse of critical &nd strategic war materi&~s troa Chin& and 
which we bad diecuesed wi tb the VArious agencies concerned. Secretary 
Wallace expressed b11D8elt in general agroe1110nt wi tb the purpose a ot tba 
pl&n provided it could be utilized in connection rl th the export of 
wheat. The amount centioned was 40 or SO lllillion dollars. Secretary 
Wallace expressed biuelt as be.ing very anxious to talk tho atter onr 
w1 tb SecretAry llorgentbau bet ore negotia tiona proceeded turtbar. He said 
he was leaving town lete this a.t'ternoon and wanted to get together with 
SecretAry Korgentbau s.-ediately dter tba CAbinet •eting tbia e.tternoon 
it tb1s is possible. 

' 
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Sept.ber 2?, 19)8. 

Present• Secreta.,. llorpnthau, S.Oretary WUlace, Tapp, Schr .. , 
Wilcax, Oliphant, Hau, AdDdral Peoples, White. 

Secretary Wallace said that he had called topther a group - con­
t>iating of s ... ..., froa his organisation, llr. Jeese Jooes (who was 
unable to ccae and sent aa.eooe else) Gld .ldlairal Peoples (who he 
understood had been worldn& on the subject for the Treaeury) - to 
explore the poesibili t,. of exchanging some of their surplus crops, 
particular]J' wheat, for strategic cCIIIIIOCI1ties needed by the Ant;:r and 
Navy Depart&enta . Secretary Wal.lsce aaid that they had not ,one Vf!rT 
far into the subject when it developed that something of the same 
sor~ was be1ng undertaken 1n the negotiations go1ng on between 
Secretary llorgenthau and the Olinese Conaission that was here, and 
that he thousht duplication would be avoided if both groups could 
work together on the problem. 

Secretary llorgenthau replied that at the -nt be was eon­
cemed with the Olinese situation which wes acute. He stated that be 
was very eager to place some UIODEI7 1n the banda of the Chinese who 
had very little left with which to purchase needed imports. He and 
llr. Chen had been go1ng over the situation care~ with the Yin 
to aseerta1n1ng uong other things whether the Oovet'llllllllt of Olin& 
could exchange strategic coaaod1tiee for wheat and cotton. It was 
clear from their 1mest1.j:ations that Olin& did not need any wheat, 
and very little cotton. I t was foreign exchange that they needed 
with which to ~ imports . Secretary llorgentbau referred to the 
President 1 s sugpstion that the Chinese be sold $100 llillion worth 
of wheat and cotton -with funds supplied by Jeese Jones - and 
tha~ not too IIUCb attention should be given to the disposal the 
Chinese made of that -..beat and cotton. 

Secretary Wallace replied that he was perfectl;r wl.ll.ing to go 
along with Secretary llorpnthau in helping the Chinese but would 
Secretary liorgenthau cooperate with hi& 1n o!:Xplor1ng the poseibilities 
for excbang1.ne wheat for strategic raw aaterials 1n other areu of 
the world. 

Secret .ary llorgenthau replied that he wa.m It much impressed with 
the 11rg811"7 of acCUIIIIllat1ng strategic war uteriala after diecu .. 1ng 
the matter with Oeneral Craig but that U Secretary Wallace wanted 
to use that as a device for ptting rid of surplus e~ties he wu willing to explore the poaeibilities with Secretary Wallace. 
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Secretary ~orgentnau asked how much wheat Secretary Wallace 
wo11ld be willing to tum over to the Chinese , Secretary Wallace 
responded 20 million bushels , Secretary !.!orgenthau replied that 
t hat was much too small an amount to provide the f\lnde the Chineea 
naoded and too small an amount to be worth bothering about, llr , 'l'app 
volunteered the information tha t there were !rom 30 to 4D million 
l>uehela of wheat on the Pacific coast that might be used, but be 
felt that the Chinese would not be able t o get very much out of it 
if they attempted to dump that wheat on the market; moreover, they 
would interfere with the world wheat market. Secretary Wallace like­
wiea expressed concern over the effects on our wheat exports or an 
attor:pted sale of such large quantities or wheat by the Ciunaea. 

Socretary l!or genthau said he was not very hopet\11 that aeything 
fruitC'ul woulll resul.t from a t tempts to arrange an exchange of wheat 
and cotton f or strategic materials with China. !lor did be feel that 
much could be eXpected of any plan to turn wheat over to China 1! 
Secret.'lry \~allace was afraid of the etrecta of t hat wheat on the 
world wheat marke t . Nevertheless , Secretary Uorgenthau said be 
·•ould be glad to work along with them to see what could be done and 
sur•Jtos tod that he would work with l~r. Tapp directl;y on the matter 
and would keep the R. F .C. !lnd the Expor t-Import Bm k informed of 
any significant progress . 

Secretary Wallace replied that wo1lld be all right with him and 
ocked whom he would designate to work with their group on er.,>loring 
tho problem of bartering wheat and cotton for s •.rategic war materials 
in other areas of the world., The Secretary named #miral Peoples 
and Secretary 'lfallace eaid "all right" . 

The a!eeting adjourned at 4•30 P .l! . 
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TREASURY DEPARTMEN T 
56 

INTER OFI'ICE COMMUNICA110N 

DAn Septeabor 27, 19JS 

To secre t ary llorgenthau 

r11o M llr. llbi te 

subject: Poasibilitiee of exchange of our wheat and cotton 
for etrateg1c war mater1ala . 

I. 'l'he War Depart•nt coneldere tbe follewing to be tbe 
strategic raw aateriale of firat prierit7. '1'he aaount of tbe 
•apparent deficit wi th 24 aonthe of e .. rgenc7 1 in which all 
importa are out off ie indicated in aill ione of dol1ara, baaed 
on the price• in tbe earl)' part of tbie )'ear. 

been 

l . llangane ee 

Chroaiwa 
lianganeee 
Tin 
Tunga t en 

Total 

Pr oduced i .n large quantities b)': 
U. 8. s. R. 
Bri tie.h India 
Gold Coe.at o f the Unlon of South Africa 
Brar.il 

These countries iaport the following ..-unts of 
wheat and cotton. 

u. s. a. R. 
Bri tl. ah India 
Gold Coast Union of 

South Africa 
Brazil 

(111lliona of dollare) 

Wheat flour 

On e xport baaie 
1 

· 5 61 

Cotton 

~ -
none 

-· ' 
/ 

('1'hee e t11!JlrU were hurriodl)' ooaplled ~ .... not 
rechecked) 
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2. Chromium 

Produced in large quanti ties by: 

Union of South Africa 
Rhodesia 
Turkey 
U.S.S. R. 
Cuba 

These countries i mport thr following amount s 
of wheat, wheat flour and cotton : 

Rhodesia 
Turkey 
Cuba 

Whe&t flour Cotton 

(I.Ullione ot dollars) 

' ? 
6. 

' ? 
.5 

3. Tin is produced i n large quantities in the 
following countries: 

China 
British !Jo.la:ra 
Netherlands India 
Boli via 
Siam 

(The province of Yunnan produces over 80 per­
cent or the tin in China ond is largely autonomous) . 

The above countr ies 1mport wheat and cot ton 1n the 
following amounts : 

Yunnan (China) 
Bri t1 Bh Malaya 
Netherlands India 
Bolivia 
Siam 

Wheat Cotton 

(Mi llions of dollars) 

? 
11-. 
11-. 

' none 

' 
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~. 1'ungaten 

Obina ia onl1 foreign oountr.r that produoea 
large amounte. 

British India and British KalaJa produoe 1-.ll 
ameunt1. 
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TREASURY DEPARTMENT 59 
INTER OFFICE COMMUNICATION 

DATE September 27, 193~ 

TO 

Subject : 

Secretary~~enthau 

!.!r. Haa~ 
Wheat prioe outlook in event of an European war, 

a tentative survey. 

Conclusions 

(l) A considerable rise in wheat prices can be expected 
if a war of any duration occurs, despite present large world 
supplies. 

(2) Great Britain and France have ample funds available 
i n t hi s country to bring about suoh a rise ir t hey should de­
sir e to buy wheat and other prpduots on a large scale. 

(3) To avoid excessive price inoreases, some oonsidera­
t i on mi ght be given to oontrol measures, such as restricting 
future trading, or building up Government holdings as a die­
couragement to speculators. 

( 4) In view of the changed circumstances in the event 
or war, it might be advisable to review t he entire meat 
orogram, including acreage restriction and the handling of 
~he ever-normal- granary. 

Review of wheat prices after outbreak of World War 

A chart of cash and future wheat prices at Chicago 
(01'-.art l, attached) shows that after the outbreak of war in 
1914 wheat doubled in price within 7 months, ris1ng from 
SO cents to $1.60 a bushel , despite the production or the 
lar gest domestic crop on recor d . In that year prices wer e 
hel ped by the fact that crops outside the Un1ted States were 
relatively poor, t he total foreign production (outside or 
Russia and China) being reduced to 1 , 987, 000, 000 buahels , ae 
compared with 2, 37~ , 000,000 bushels the prev1oua :rear. Our 
exports more tl'>.an doubled, increae1ng to 332, 000, 000 bushels, 
which was not again exoeeded unti l the 1920 orop year. 

Prices were apparently carri ed too high by the momentum 
or this epeculative boom, and dropped back the following year 
nearly to the level f rom which the rise atarted. They were 
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thereafter maintained within reasonable bounds until the 
euomer of 1916. The decline in 1915 reeulted in large part 
from the production ot a new record crop in the United States 
ot 1,009, 000,000 buehele, and an increaee in the foreign crop 
to 2,511 , 000,000 buehela. 

A s teep price ri ae began in the aummer ot 1916, ~oh 
carried wheat pr ices trom $i. OO a bushel i n June of that year 
to above $3. 20 a bushel the following l.la.y. Several factors 
were responsible tor the sharpness of this rise: (1) general 
price inflation wee developing in thia country, the BLS all­
commodities index during this period rising trom 83 to 120; 
(2) the Allied Powers were buying wheat heavily; (3) the 
domestic crop hnd declined to 635 , 000,000 bushels , and the 
fore i gn crop to 2, 082 , 000, 000 bushels; (4) part of the rise 
was due to excessive speculative buying. 

~he prospect of Federal price control, and a collapse of 
the speculative boom with the marketing of the new wheat crop, 
brought prices down eharply during the summer ot 1917, and 
fixed prices baaed on $2. 20 tor No. 1 Northern were put into 
ottect in September ot that year. 

Cocroarieon ot wheat auppUes in 1914 and now 

The tot al supply of wheat (crop plus carryover) in the 
United States in the crop year beginning J uly 1, 1914, was 
about 968,000, 000 bushels, ot which 332,000, 000 bushels were 
exported in t hat year. The present total United States supply 
amounts to about 1,094,000, 000 bushels, ot ~ch 154, 000, 000 
bushels was wheat carried over trom the preVious year. 
Assuming 700,000,000 bushels tor domestic utilization, this 
woul d leave 394 ,000, 000 bushels tor export a nd carryover. 

Whereas the wheat crop in foreign countries in 1914 wae 
ct only moderate size, the t otal foreign production (outside 
ot Russia and China) haVing dropped to 1,987,000,000 bushels 
in that crop year, ae compared with 2, 378,000, 000 bushels in 
1913, this is not true at present. The proepeotive foreign 
wheat crop this season (outside of Russi a and China) is about 
3, 380,000,000 bushels, ~ch, added to the Unit ed Statee crop 
and to the world carryover ot old wheat, gives the largest 
worl d SU9ply ot wheat on record. 

Present prices, however, have already diecounted the 
effect ot the large eupply, hence the appearance ot a new de­
mnnd factor in the form ot buying tor war purposes should 
causa a substantial upturn !n wheat prices from preeent low 
levels. 

GO 

• 
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Grea t Britain and France have ample funds available in 
this country (See Table 1, attached) to carry out a buying 
pr ogram for wheat and other products on a sufficiently broad 
scal e to bring about such a rise. During the World War period 
much of the buying of war materials by the Allied Powers was 
done under loans by the United States Government. The dietri­
but i on of these loans by quarterly periods is shown in Table 2, 
attached. Undoubtedly there were also private loans, which 
have not been compiled. In any event, the rise in wheat urioes 
i n 1914 preceded any Government loans. · 

Consideration of price control methods 

tlo i mmediate need appears for ooneidering the fiXing of 
caxl= or minimum prices on wheat, since present supply con­
di t i ons are less favorable for an excessive price rise than 
1n 1914. During the World War t he need for price control did 
not ar l ee until more than two years after the outbreak of war, 
:uld then only after a general rise in commodity prices had 
been under way for more than a year. 

Consi deration might be given, however, to restricting 
s~eoulative price booms, which might be liable to collapse as 
i n 1915 and 1917. This could perhaps be done by restricting 
future trading, or by holding wheat now being accumulated under 
the market-support program, instead of dumping it abroad, thus 
building up a Government stock of wheat, which would tend to 
discourage speculative buying. 

While no study has been made of the subject, it might be 
advisable in t he light of t he changed oiroumstanoee to review 
all features of the Government wheat program for possible ad­
vantageous changes in the event of war. This would include 
the acr eage restriction program and the handling of the ever­
normal- granary. 
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TREASURY DEPARTMENT G4 
INTER OFFICE CONMUNICAT10N 

DATa September 27 , 1938 

TO 

l"ftOM 

Secretary Mcrgenthau 

llr. White~ 

SubJ ~ot: Dollar purchasing power ot "Allies• 

PrPlicinary Conclusion 

1. England, Franoe, Czechoslovakia and U.s.s.R. --
lt nPoesaary to obtain essential imports tor t he conduct 
of t he war -- could mobilize from $7 to $S billion i n a 
ver~· short time, and an additional $5 to $10 billion within 
a year. , 

2. If only half that $12 to $1S billion were spent on 
A~te rio11n exports during the t1ret year of war , t he result -­
through di r ect and indirect effects -- would be a much higher 
level of business activity here (probably above 125 Federal 
Re~erve Board by the end of the year) and a substantially 
higher index of wholesale prices. 

3. During the first 18 months of the 1914-191S war 

(a) 
creased 
months. 

Our ~xoorts to all belligerent countries in­
by $l~blllion compared with the previous 18 

(b) The belligerent countries borrowed here lese 
than $1 billion. 

(o) Our net gold imports amounted to lese than 
IJt billion. 

(d) The index of wholesale prioee rose about 
13 percent. 
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Septe::ber ?:? , 19Z8 

To:~ : r:he Secretn17 

Re: "Buna" 

!:te Seer<? tar;- of 7nr brl-:.:. .. ~t befo re tl!t! ~ ... binet tb~ 
~•eotion o~ l'.t>vtnc; t. •:-r.t l>Gttc oubatt tu t e for r-..:bber, known 

' 3-J.."U- ~_::.~ c.atm.fac~et !n Ger::c...~, pVee4 on the f'r'ee 
,.~tr:· :1st J1.1st 8$ crude rUbber ie. ~e Pretiident s e1re4 t he 
Srcrete.r:-: of ~a: t~ tl""::e tt." r-~tter U:!) -1 th tr.e Secretary 
r t!~o ':re£.S":ley'. 

:1'6 !'>llo,-,1~~ dr;•, S•turda;•. ~e!'te ber ~t>,, I ba~ n 
e~nforenc~ ~1t' Co~csc~n !~rter , and :x. F. C. leolie 
or t l-.r Go<>dricl! Ru'bb•r Co-.p:!.IIJ. ~1 n coc:Hmy is u•1nc some 
'lf t~ta Pt er!Pl for ~xpf"ri~~ontc.l U!"JlO&ee in connecti on 
';';'!, ~h AJ:•,r.:r ror l: . 

Bn.'l!l. bei"l,: c 11or· llro~uet .• 'i'hf'!t it 'i1f'S fi rst i r:'lp.,rted tre 
Cuoto"'" JJep&rtlilent eet f dut r o! •:0! :;.er pou."d on it. This 
br1r+~o the totP--1 cost per pound lt tel down in :Ier Yor:-: to 
~l . Z9 co~ee to ~~e ro&e~t ~rice c! er~e rubber o ~ lG~j 
1 er i)OU.."'I.d . 

r ::rv~ recited thete tretf' ~' !r. 011_rhnnt , t--A tis 
et~f!' 1:- l"':.,r. e~.rc.Gcd 1n 2ki"C :\ r~rt whleh I h'l!)e to "'w\"t 
~,r : .. u be!"orc- t~e Cc'bi:1et •~tflti~ t!l!s c.!terncon. 

GS 

' 
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!llo C-s.allimler of Cut- llu ai,...S & 4MU1CID lloJM .. 

oenllia ateri&l bloa •• BaD&, ue4 •• • nbeUt"&to tor ftbber, 

duti&'blo at 20ll &4 nlorea llllder p&J'&IJ'&pll 1558 of tho \'&rltt .lot 

of 1930 u a BOD -·rated aaut&otvocl &J'tiolo. \'llo dooidOD 

OftrnUoe tho Yin ot aut- ottioon at ••• tort that tho 8UCIII&a41oo 

lhoul.d bo oluaitio4 u & _,atbotio rollb duti&'blo at ~ &4 nloroa 

ud 4 -to por ~ aDCI.er pe.rqrapll U ot tho \'&rltt Aon, aa4 claioo 

the ol&1a ot tho ~rtor thot it 1o troo ot c111tr 'OIIIder tho proddOD 

tor onado 1Dd1a ~ 'OIIIder p&J'&IJ'&pb lilr1 ot tho 'f&rltf Aot. 
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TREASURY DEPARTMENT 
( PROCt;REMENT DIVISION 

WASHINGTON September Z1, 1938 

In ·•s"JOnse to your oral request a! to the duties or the Director or Procurecent, 
,.,.,0r ~ •• direction of the Secretary or t i•e Treasury, Executive Order ~1.66 , a;>proved by 

e>n r • , '""v1des !.hat: 

•The function of deter~ination of policies and methods of procurement, 
r.Brehousi~g , and distribution of proper ty , facitities, structures, 
(nQrcvoments , machinery, equipment, stores, nnd supplies exercised by 
""l' "''~ncy is t ransferr ed to a procurement division in the Treasury 
Deoart~ent, at the bend of whi ch shall be a Director of ProcureMent . - - - . 

• In res?ect of any kind of procurece~t, warehousing, or distri~~tion 
for any egency, the Procure~ent Division ~. with the a?proval of 
th~ President, 

•(a) undertake the performance of such proc:ure:oent, -..arehousi!lg, 
or distri~~tion itself, or 

"(b) permit such o.t'9ncy to oerform such procurement, ""'rehousin!(, 
or distribution, or 

• (c) entrus t such performance to some other ngenc:r, or 
• (d) avail itself in part of any of these r ecourses , according as 

it may dee~ desirable in the interest of economy and efficiency . 

·~en the Procure~ent Div13ion has prescribed the aanner of orocurement, ware­
boa31:1g, or distrib<~tion of anything , no agency shall thereafter procure, ware­
house, or distrib<~te such thing in any sanner other t~An so p~escribed .• 

In •dditlon to the foregoing the Director of Procurement is connected with the 
rol:o 'n,; c~m..uttees : 

(a) As Chairman of t he Central Housing Committee, by order of the 
President dated July S, 1938, throush the Secretary of tho Tr eesury. 

(o) As alternate Treeeury member of the Temporary National Fconooic 
Co~tteo by oral order of the Secretary of the Treasury. 

(c) As oember of Special Department of Justice Comal.ttee on the subject 
of price cont.rol, our own country being in a neutral status. 1Jr • 
J=es 11. Morris, Special Assistant to the Attorney General requested 
this upon suggestion by t he President. Please see confidential 
r e;x>rts RdYiaing the Sec.retary of these bo a:eetinga, dated 
Sept ember 16, and September 26, 1938. 

(d) Member of the Federal Interdepartmental Safety council; this upon 
the r equest of the Secretary of Labor. 

(e) lle:nber of the Federal Fire Council, Cover ning Board, by Execut i'fe 
Order /{1397, dated June 20, 19)6. 

~~/0 
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SPANISH IEMIIASSY 

WASH INGTON 

lepte.ber If, 1918 

HoD. HeDr7 YorceDtball, Jr. , 
Deor•tarr ot tM Trearc&l7, 
Waeh1D&'oD, D. 0. 

Woul.4 7011 be • • ltiacl ae to 

1Dd1oate to .. the ~ 7011 ba•• 1D a1D4 *o ~· 

o11r a tton>17 wbd ooul4 be trueted OOIIPleW17t 

I aa ... t oor41all7 fOIIr l 1 

Fen>eDdo 4• loe Rio•, 

. . 
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twa 1llU rtsrd II• ,_ lat._ -' ... ...._ .._ 
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..,. 4 •·•· It -u ~ at cr-t _lr..._ M tM 
"' '• .._.._, u .., alb ,.. ...... -- ..... Ida 
w.l&- an. 4 •'ala*. I ............ , ..._ ...... 
~ ., .. .,l rd• ..a ..u .-. tllla u.ea.s\18, 
'-' l • ,.....,_ al-.1 tllla ..,_.._ tv ... lela' 
••• 2?1. 

'n rNa lr..U 11•11• 
0 •• ..., ....... . 

•sn ... e.•. .., .. 
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DEPARTMENT OF STATE 

WASHINGTON 

Ky dear Kr. Secretary: 

The Department of State bas gron aware tb.at in 

the possible eTent of application of Section 3 of the 

Neutrality Act , many questions of a technical and eem1-

tecbn1cal nature would arise . There seems to be a clear 

need tor attempting soae further prel1a1nary coneidera­

tion of what types of transactions would fall within 

t he scope of the Act and which would be excluded. 

of the intereet of the Treasury in these quest ione and 

your technical competence , I should appreciate it if 

you woul d designate someone to participate in an in­

formal committee study. I have asked Kr. Herbert rete 

of thie Department to charge h11118elf with tbil work, 

and suggest tb.at the pereon whoa you may deaignate 

should get in t ouch w1 th hi a for the purpose of arranging 

a aeeting. 

Tou will UDderatand tb.at the undertall:ing of the 

etudy 

The Honorable 

Henry Korgentbau, Jr., 

Secretary of the TreaiiUl'f. 
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study in no way 1•pl1ea any deci sions •• to polioy. 

In view of the way in which all sorts of rumore quickly 

start oonoarning this field of aotion, I would aek you 

to regard it as confidential. 

Sincerely your• , 
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.,.. .....,.,.., or '"• " 
--~ .. 

~ DEPARTMENT OF STATE 

WASHINGTON 

In reply refer to 
F! 811,1515 Oold Purohue/1631 September 27, 1938 

The Secretary of State pre .. nte hie oo~11aente to 

tbe Honorable the Secretary of the !reuury and enolo .. e 

for the attention of llr, Arohie Loollheu, Ro011 281, 

!reaaury Buil.d.iJle, a paraphrue of a telegraa dated 

Sept•ber 24, 1938 reoe1Te4 froa the .AMrio.l Ooneulate 

Gelleral at Jllllter4aa, •etherlanda, reportiJIC in regard 

to two ahipmente of gold bullion Yhioh were inToioe4 

on Septeaber 24, 1938 for forWUding on the eteaaehip 

JolG4'" 

lllolowre: 

rroa Ooneul.ate Gceral, 
Jllllterdu, &epteliber 24, 
1938 (telegr-), 
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Datecl: e.pt.-b.r 24, 1918. 

aeoe1're4: Sept .. ber 28, 1918, 8:215 a. a. 

J'roa: Jller1oen Oouulate Oceral, 
Jlleter4all, •etherlaDde. 

!Q: !be 8eoret&ZT of B'ah. 

\'110 ah1paate oone18UJ18 of gol4 bulllon wre 1n'Yo1oe4 

on September 24, 1938 f or forwardina on t he ete..ab1p 

JplS"'II !be f1ret eh1p-t 'llh1oh oont aine 124,832.109 

pure net troy ouaoee 1e t o the Jecleral aeeerYe Bank of 

• ., York froa the •etherlauda Bank u4 Yaluecl at 2072 

florin per k1J.ocr.._ !he aeooD4 eh1PMnt wh1oh oontaine 

14432.0159 pure net troy o\IIIDee 1e at tM. 9125 for each 

pure net troy OIIIIDe u4 1e to the ... York !'1'1Ut OOIIPIIlY 

troa Albert de Ba:rJ • 

. 
"> 

• 
I 

l • :--

"' I 
~ !' 

~ 

\ 
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,... fi«A!!ftAif't, .,. • .,. .... 

DEPARTMENT OF STATE 
WASHINGTON 

Sept .. ber 27, 19!8. 

' 

!he Secr etary of State present• his compliaento 

to the Honorable the Secretary of the Treasury, &D4 

enc loses for hi& inforation one copy of telegru Wo. 

239 ~•oeived September 27 fro• Prah& , Czeohoalovakia. 

1~ 
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SEcrEtary of Stat E, 

Washington. 

239. 

PLAIN 

Praha 

UndatEd 

SEptEmbEr 27, 1938 

CzEchosl ovakia banknot ts onE hundrEd crown dE-

nomination ExcludEd from gold covEr provisions . Doll ar 

crown ratEs only slightly changEd. ForEi gn EXchangE 

pErmits dElayEd by commErcial banks sElling EXchangE 

against pErmits and continui ng buying. No AmErican 

bank notEs availablE. Praha sEcurity markEts rEmain 

ino p ErativE. SEptEmbEr twEnty thrEE London ·quotati on 

CzEoho l oan forty SEVEn, City of Praha bonds forty 

two and Skoda forty ~iX. All EXports to bE subjEct 

strict control Cd,mmtrcE Ministry to Cztoh capital 
• .l 

flight . National bahk statEmEnt datEd StpttmbEr 
' 

twEnty thrEE awaitEd all quartEr s with anxiEty i ntEr-
• 

national train sErvi c E, intErnal and forEign pri vatE 

tElEphonE, tElEgraph, SErvicES SUSpEndEd. WhOlESalE 

stocks many importEd foodstuffs nEAring dEplEtion, 

Exis ting tonporarily rEducEd lard dutits EXtEndEd 

indEfinitEly 

7G 

\ 
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-2- #239, UndatEd from Praha 

1ndtf1n1tely Eff EctivE OctobEr onE . EffEctivE 

Stpttmb tr twEnty fivE Export control mEasurE and 

n dtcrtt introducing strictEr f orEign EXchangE rE­

gulati ons providing surrEnder all forEign currEncy, 

s t curitits and othEr claims abr oad on or bEforE 

Stpttmb Er thirty adoptEd . Inttrnat1onal air s ErvicE 

suspEndEd. GovErnmEnt rEquisiti on trucks and horsts 

rEstricting normal s ErvicE to commErCE and industry. 

Inf~rm CommErcE . 

CAAR 

• 

.· 
77 
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DEPARTMENT OF STATE 

WASHINGTON 

78 

The Secretary o! State preaenta hia co~limente 

to the Honorable the Secretary o! the Treasury, and 

enclosee !or hie 1n!oraat1on one copy o! each o! the 

f ollowing telegrams w1 th regard to financial arrangeaente 

with the Bank o! Brasil: 

Paraphrase o! Bo. 112 o! September 2• , 1938, 
to the American Embassy, Brazil 

Paraphrae~ of Bo. 223 of September 26 , 1938, 
!rom the American lmbaeey, Brazi l 

IE CEI YED r.;> 
/ .).. : ~ (1 . 

S£P 271938 
TMASUR'I' D£PAWTIIEIIT' 

Otfltt of tltl Secr•Utt 
,...... ___ _ 

' l 

·-
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P.&R4PBRA.SI Or TILIGR.UI SliT 

TO: American labaeey, Rio de Janeiro, Brasil 

DATI: Sept .. ber 24, 1938, 1 p.a, 

10.: 112 

Reference is made to telegrams of Sept•ber 6 and 

September 21 from the Embaaay, Joe. 211 and 219 , reapeo­

t1vely. 

As lolr. Pierson requested, the Depa.rtment aubllli tted 

his reports regarding his diaousaions of possible credite 

to the Bsnlt of Brazil from the lxport-Import Bsiiit to the 

i nterested Government officials. Careful consideration 

will have to be given to the implications of these pro­

posals from the standpoint of broader commercial policy, 

It ia difficult to see how deoioion could be made by t he 

Export-Import Bank, in any oaae, until lolr. Pierson baa 

submitted concretely defined proposals . 

The Treasury Department baa expressed concern, 1n 

the meanwhile , lest confusion ariae as between the plan 

of Mr. Pierson and the p~opoaala which have been under 

consideration as between the Banlt of Brazil and the 

Federal Reserve Banlt as agent of the United States Treae­

ury . The latest phaaee of the latter case are contained 

in telegram Jo. 203 of .luguet· 25 troa the la'bll!ley, and 

in telegram Jo, 103 of Sept•ber 3 fro• the Departaent • 

.. 
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-a-

This senee of poeaible oonf uaion ia ahared by the State 

Depar tment, The authori tieu in Brazil know, no doubt, that 

the matter being discussed between the United Statea 

Treasury and the Bani: of Brazil could be executed more 

simply and more eXPeditioualy than any other aatter. 

Did you get any reply f r o• the Brazilian author 1tiel 

t o the letter contained in the Department ' s telegram J o. 103 

froa .the Federal Reserve Bani:! 

You a r e requested to infora the Bani: of Br a zil that 

i! t hey wished to send a repr esentative to the United 

States t o conclude t his arrangement , both the Federal 

Res erve and the Treas ury would give it immediate attention. 

HULL • 

. · 
' 

. ' 
• 

U :Lft 
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FROK: ~er1oan labaeey, Rio de Janeiro, Brazil 

D.lTJ:: Sept•bar 28, 1938, noon 

NO .: 223 

Reference ia made to telegram •o. 112 of Septem­

ber 2~, 1 p .m., from the Department. 

With regard t o the 'poaeible confuaion1 mentioned 

in tbe telegraa under reference, in my opinion tbie 

cloee not exiat because of the faot that the plan submitted 

by Kr. Pierson is entirely independent of tbe proposed 

agreement between the Bank of Brazil and the Federal 

Rea erYe Bank , and the latter ebould Yery (soon?) be 

s ettled. It i s obYioue, on the other band, that Kr. 

Piereon 1s plan cannot be acted upon until be returna to 

Washington and tbe intereeted departments of the United 

Statea Gol'&rnment bal'e bad an opportunity for tboroup 

diecueaion. 

The Bank of Brasil ga•e me an anawar dahd Bep­

t abar 21 to the letter from the Federal Reeene Bank 

wbi ob was contained in telegram Io. 102 from tbe Depart­

ment. Tbia reply waa tranemitted t 'o the Department under 

date of Sept•ber 23 in my a1r•11 daapatob Io. 920. 
l\ 

Howner , tbe Bank of Bradl' s reply merely aoknowledgee 

t he receipt of the Federal Resene Bank' e latter, and 

etatea that tbe Brazilian author1Uee are g11'1ng the 

•ttar further etudy. 

I am 
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I aa told by the Dl.reotor of J:xcbange that he 

has already -d• a draft of a tentath'e plan along the 

linea of the Federal Reser••'• auggeetione. Be eaid tbat 

the Minister of Finance would probably paee upon this 

plan this week, 

Jefferson Caffery, 
Allerican Allbaseador, Rio 

de Janeiro. 
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......... ,.. 
FEDERAL R£S:"-"'£: BANK 

OF' NEN "tORr: 

03 

ur 1 iCE CORRESPONDENCE 

oo1rr•n.&I. nLu 
o11n: ..,,., ... rr, ltM. 

SUBJLC.n t&•BOI• OOI'RIIA!IOI Wlfl 

DS IUULAIIDICU IMIIo 

I oalled 4o JOillh a' lOIIOo I alked 11hether 0111' oallle or 

11n 11.1lht, a4natnc b1a that u eul4 bo 111 oNor te ........ 

tn,ooo,ooo 1D Aanoi'I!M udor Ulo arrmc••' ~ to.,•b•r 18N, 

wu aatiataoto..,.. r 81a1D •phal1ae4 that 1t •n be m4orotood 

t hat t h o !raallli'T 1D'IIIdM to .OTO wq COld .._.ned ill ... lhl'dlll 

w law toi!E at Ul1 lethorlm4a ._.,a Qlllllaa. do .Joqh replied 

t hat ft'oi'Tth1Da wu aattaraotoi'To I h0po41 I aa1d1 that he waa 

conTilloo4 t hat thoro wu ft'OI'T ill'IIIUoo hare to oooporata to \he 

1r1atoat OKtlllt poaalblo. 

tho aanet •11 quift 1D ••toi'Clta -.~. !h_,. had cbqed 

t halr tooblllJ.q~ao and lot tho norlllll rah co (rroa a.ea to loll) 

lli th \he romU that tho p114ol' ha4 b- a cood dNl ttraor 111d ho 

had had to aoll ool7 tiOo,ooo ill lllppon. I alko4 'llbothar ho had 

bou1ht arq cold 111 J.oodon ud llo aa1d ho had tlklll ill a 11Ula tho 

tirat th1Dc tbla aom1Dc bmro ho had atoppo4 baT1nl atarllq. 

I illqulro<l about hh cold ahlpamt pu 18 looi'ISM 1114 

4• .Jonah nato4 that ho had .. .,., to 1ot aoao .ora illaunaoa ~ 

uatel'd• and waa ahlpplnl a total or 1111ldara 1o,ooo,ooo. r ...­
, ,.,.., that attar tho lbipalll' waa ooapleto4 bo oahla 111 tho 4eta1h 

10 •• oould adriao tho 1DIIli'IIDOO ooapuloa bora. 

\o ... 

.b ......... tba 1111enl altuati• bo tboqll\ 1t na dUt1111U 

to propb-.,. la •• autl ... -""·· tbo .... .uoa .. uuor• ...... 
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FEDEAAL. RESERVE DAHl< 

OJP N EW YORK 

OFFICE CORRESPONDENCE 

COinDMtAJ. mM 

rno"' L. L IIIM!L _____ _ 

I 

DATC ..,,.'bel' fir 1 lfll. 

SUOJCCTI ,.,. 011 CIOiniUI%01 IDI 

-- • U-U1 DICIII aMI 

u 4 ••• bee aldno.ulo. ra -..,.._ •• ba4 O"'IIM _. ... 

•111 ' btnldal 'b•' ... ••• \bo CHOha •• 11Uer lla4 6ilno4 • 

~· atS.a pOla' 1t *-1.4 bo poll1'11lo to 1ft • .,,....., •• to tbo 

4oh111 ot oiJ'I71q tbftlllbo loladoa, • tho o\ber U.4, •••o4 • 
'akt t 41ttera• n..,. n .... ntber poadalfth \bOJ'o pro'IIP~ 

btotUit , h . tolt ,.._, too •Ill PI'OIUIO Wll 1a901Yo4. 
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85 

OFFICE CORRESPONDENCE 

cownomiAL n1.11 
OA~••her ,.,, lta. 

L. •· Dl::oll.:..=..o:.__ _____ _ 
f ROM -

SUDJCCT' IILIIPaOII OO ....... IOI 'IIfB 

BMX cw •w•. 
I aallod Jol'- at UIOI but qoke \o Ba*er• PraddM 

Joo•~eU'• aee ... e w RUler bad a14e a YUJ' aood 1apre .. 1oa 1a 

LoD4oD. there were ~r• Gii'CIIlla\iaa Dow \hat Ill'. looewalt ~ 
r 

be 1d.llilll to ae41ate later 1a \ho 41.,.to. Mother Naor had U 

t hd Jl1Uer n• r~ \o eaand \ho t1aa l1.aU ot hh lllt1an•, 

bat aooe ot tho•• -r• were ooatlned. n.,. bad operated th1e 

aomi.n& 1D rather an 1noaular 'hJ' ill a aarket that ne ap and 4o•• 

At nm..a, th.,. had bo'Cllht eoo bare, the proceed• ot Whloh had bee 

ooannod 1Dto 4ollare. their to'al dollar lo .. ae todq were 

t!O,ooo,ooo (1Dclud1nc tu,ooo,ooo t or can,ral blllke - tT ,ooo,ooo 

h'od11h liklblllk). n.,. ware now t117111t to hold the rate at 4. 'rl. 

Jor the lan halt hour tlhillte had bean quieter. !he publio had 

behaYed Yell7 wall toda7 bu' there were now 1nd1caUOil& ot Br1t11b 

lttrl1Da balaoee beiDa tranetel'l'od to I aw Iol'll thouah Dot 1D laJ'Ie 

Ba*er reterra4 t o tho tan that todq the Dlateb !lM aoae 

out ot etorlilll, tollowilll ~e IWJ.ae eo had doDo • -o Uao aao. 

fho la"er hada'' illterYane ill loolldoa tor quUe a 'lb.ile MW with 

tho reaU 'ha' tbere ae pl'Mt1eal17 DO 11r1 .. tJ'aD;: aal'llet then. 

Ba*er ha4 a ... od- tor tb-. Cseobe and had to 10 to llr1ob u 

get th•· 

!he Boaolala Ibis-•• •11U be tal1Yerod ._....,_ 

I netot ~ I had h.- 1aeh11.-.. liT th• lroelllll7' w 

••• tlarther lr._.st s tor UlJ~aat• •• t.Ueftl 

I 
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P'&.CERAL RESZRVE DANK 

OF NEW YORK 

es 

OFFICE CORRESPONDENCE 

Qllno•nAL n1o11 
DATE ···-~·I' rtf 1 1t•o 

sunJECT! tii.IPIOia COifDUtiOI Wift 

s.. •· bote ----'·~·~-~ or wor .... 
I 

mat••• IMawel\ a«d1Uoeel tto,ooo,ooo •m.•• lbl!l: • a,ooo,ooo 
••noc .... ' • a,ooo,ooo 

allttn1 a tob1 ot t..o,ooo,ooo tor \haae thrH bo••• 1uha4 at 

teo,ooo,ooo. hl'themen .. .,ooo,ooo ••• u. 1 ..... ..,. ......... (t) 

aebodlllo4 •• am•• •• Po..-aoa\h • O.Wbor 1. lrcN14 1t ~~ JOid'blo 

tor th• 'o ua4lo the" lla8or r-.J,to4 'bat U U waa wUhtJI ~ 

poaa1b111tr bo telt aaro U woulcl bo dooo. I ropl1o4 tbat 1t thtr 

round 1t neaataa17 to •batUuta paokecl 1014 tor our Nraall'tte4 ,.u 
that, ot eourae, woul4 bo qatto aatiataotor.r to ua, but ho lboal4 

111111• lloar 1JI 111D4 tho ttncoaa r~1raata. 

I tol4 h1a \hat """all tlall1 '"'" ot tbe s*J'doel 

work \hoao nqaoata •'aUo« tor \ha at 'h• 1-.k ot attla4 '*' I 

tel\ aura 'ut 1JI \ho ttael cal;rah 1t woulcl be helpfUl lor all 

OODOII'Declo B•*• na'e4 \ha' ho woulcl bt11JI h11 1Jiqatriaa •• ODII 

and tolepbollo •• tho roclt 1•••• 

Bo tba 'f'Olatoere4 tho tAtonaUoe \bat moo ,. ... _.. 

\h~~r hacl pa*e4 ap b.tw .. t..o,ooo,ooo c4 tiO,ooo,ooo ot \heir ,.u 
11h1cb th~~r p1 .. e4 " llbip " ... ron aa ~uona 

tll,ooo,ooo • tho Pr•at••• ....... elt 
1o,ooo,ooo oo tho •• Dl11••1• 
1o,ooo,ooo • •• Pan1•• 
1110001000 oe \be la•a41a (• Onobor 1) 

W thoae litiS,..,, -.14 lla ... tar "'ot• •• a..-t. 

wta ...,_ .. to •.u cleUar ..-.u•• lain ••*• 
......... ~'" .... -- •• laM, ......... la.a t .. .... Regraded Uclassified



F CDERAL RESERV£: DANK 

OF NEW YORK 

OFFICE CORRESPONDE N C E 

COIIJIDari.Aio JIL 

&.. 1. lllelro 

I 

DATE _. ....... lft1 lfae 

suD.JcCT. , .. _. CCIYIIUtiOI ma 
hR or •GLM~o. 

an~a~ .. tor oen.s.a doUuo ,.,..,, Ha!U., ,._ .... ••••tt•o 

to bo pal4 1a •- lollr wU&Oid IeiJa~ .., ... tbeil' .. _, tUb •a. 

tb1a bad •1!11o4 "'• •• Uaot te ... o ... of tbell' .fali ta\l •••• 

I replied tba\ I b.C pollo4 \b1a •• ha tho f ... an 1 bat 

••*• oallo4 •• t.a• '' lt 80 w .., \Ita\ be bad u4o \lie 

DMOIMIF 1aq1d.l'lol •4 ma4 tbn tho a441Uoael 8blpa•ta ......... 

b.r u won ~·' Uollt wttbla ta.oil' capaei\7 m d \ha' pro•U .. aetbU, 

U\owal'd bapp•o4 M4 talon hi ae bUB 1a \be •-\Sao \b«r 11111114 

IUO \be ~UowiJII 1111.1 ..... 1 fer .... a.-tt 

'""._' ... .-.1, E,ooo,ooo • ,.,.bOI' • 
Mol'io• IOHb.t ,000,000 • .. ,.t.or • 
.. ol'l .. ~- ,ooo,ooo - .... t.or • 

.... ooo,ooo ,. Con~- ..... tNa ..... ...-
- Qoto•u 1. 

IMI14 1 oMlo bl.a tbo .... ,..,.,. 1annftl•• ••llbtt 

tb1tl , ........... . 

.. * ... al• ..-o of a .....,. *'* ua.- W .... u 
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FED ERAL RESERVE BANK 

O F NEW YORK 

OAT ........ fir I 11 •• 

aotntnMJAL nt.• ... .. . sua'"'"' t•• •• r ' ez01 ma ... .,_.._ .. 
toll...a iaft ... et lllll"ial tu \bell' •• Mh&\ M tala ~U.Ua 

tu,ooo,ooo •• •l'llla~ ,._. .. •• ... •*'Ill uae ,.u....., 
lbi,.., •• 

•a,ooo,oot IM1\1Mal 011 Uaa IMHnlt 
a,ooo,ooo • , ... .,.lY.ua 
a,ooo,ooo " ltlrUIIa 

(h U JO•IIl~a \bd Uaa AqaU.Ua baa "- w1tlaU.. ti08 Mnt" 

~-...... \b ••"• la4 , .. loft! ¥4 HO!a1\1Mad tar IUB.\ur 

,.rpoaaat) 

Regraded Uclassified



MJD 

Secretary of State, 

'Vashin6ton . 

PLAIN 

London 

Dated SeptembEr 27 , 1938 . 

REc 1 d , 11:30 a , m. 

1050, SEptembEr 27, 3 p . m. 

FOR TREASURY FRO?.! BUTTEirJORTH. 

The a tmosphere rem::o ins much ns it :10s yesterday and gold 

dishoarding is gaining i n momen tun, 801 bars werE sold a t 

fixing a t 145s 6d the British fund taking most of tht gold 

sold , After fixing gold wos offzr cd and absorbEd by the fund 

a t slight ly higher prices , 

~e dolla r openEd a t 4 , 74-l/2 supported by the British 

authoriti es . Before fixing it stood at 4. 75-1/2 out bhtre 

89 

wns a reaction cl'tcr the f1x~nt; and it went to 4. 72-1/2 whtre 

it nos held agains t considerable pressure , It ha s sinc e re­

acted to 4 , 73 . Big wnounts or ca~ital a rc being transferred to 

the UnitEd Stotts . 

ThE f ranc remained steady a t 178- 1/2 . FrEnch bank r a tE 

wac re~ iaEd from 2- :1;2 to 3 per ctnt , 

The war risk insurance rotc f or gold to the Uni t£d Stntcs 

and Conndo was raised from 2s 6d per cent to 5s per cent ycs­

t.J:rday . The r o tE for the return direction wos ra isEd from 

lis pt: r ctnt to 15s pt r c ent . 

KEIINEDY 

RPO 
Regraded Uclassified



PARAPHRASE or TELEGRiK RECEIVED 

FROM: .lalerioan Elllbaeey, Pari&, J'ranoe 

DATJ:: September 27, 1938, noon 

JO.: 1805 

RUSH 

FROlt OOOHRJ.N. 

Thie morning at balf-paet el&Ten I visited at 

t he Bank of France. The French stabilization fUnd by 

t hat time had gained 75,000 pounde at a rate of 178. 50. 

Up to that tiM there had been no aoth'i ty on the part 

of the Briti sh stabilization fund. Important puroh&aee 

of copper are now being paid for by the French War and 

Navy ~inistriee. Therefore, sterling for thie purpose 

will be bought outside of the market today by the Frenoh 

s tabilization fUnd. 

llessengere orowded the Bank of France, taki.ng 

curre:~oy to Pari s banks. These banke today are again 

w1 tneseing tremendo\18 w1 thdrawels, but everything 1e 

orderly. I wee told by my friend that there is ab­

solutely no plan for any sort of a moratorium. The note 

circulation of the Bank of France he said ha.d reached 

a t least 113 billion france today. Their onl.y worry 11 

to see that they haYe enough notee printed to supply 

all need for the•. 

END SEOTIOJ 00. 
BULLITT. 

El:Lft 

90 

• 
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EDA 

S'tcrttary of StatE 

Washington 

RUSH. 

GRAY 

LONDON 

DatEd SEptonbt r.27 1 1938 

RECEiVEd 12 :05 p. m. 

10511 Stpt~btr 271 4 p. m. 

FOR TREASURY FROM BUTTERWORTH. 

ThE Milan BoursE is thrEE to 15 points up on a rumor 

that Hitl Er ' s mEmorandum will not conot1tutE GErmany's 

final word and that EVEn thE OctobEr ont datE may bt 

subj tct to r.~od1f1cat1on. SincE llussoli ni was thE first 

ptrson to makt public tbt OctobEr onE dEad l i nt. 

Tht City is i nclinEd to attach i mportancE to thE Milan 

movontnt. 

KENNEDY 

HPD 

---
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EG 

SEcretary of State, 

Washington. 

1053, Scptonbe:r 27, 6 p. m. 

TREASURY FROM Btn'TERWORTH. 

PLAIN 

London 

Dated September 27, 1939 

Re:o ' d 1 :35 p. m. 

This after noon the dollar ratEs stayed steady a• 

4.73 until the r umor appEarEd repor ted in my 1051 of 

SEptEmber 27, 4 p. m. it rEactEd to 4. 73 7/9 at which 

levEl it now r emai ns , although REUtEr has dEniEd this 

rumc~ and is furthErmorE carrying HitlEr ' s repl y to 

t he Prt31de:nt. 

On its own initiativE thE London Stock Exchange: 

set minimum pric Es today, for EXamplE 3 1/2 pErcent 

w~r l oan bonds not to bE dEalt in below 93 and a cErtain 

omoJ.t of busi n Ess was donE at the minimum figures .. 

KEllNEDY 

92 
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DEPARTMENT OF STATE 

WASHINGTON 

the Secretary of State preeente hie oompliaente 

to the Honorable the Seoretarj of the Treasury and 

encloeee a copy of telegraa no . 247 reoeiYed froa 

the American Legation at Praba September 27 , 1938 

at 2:38p.m. 

llloloeure; 

.le aboYe. 

93 
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REB 

Secretary of State , 

Was:t-..in:;ton , 

24'7 . 

PLAIN 

Praba 

Undated 

Rco'd September 27, ' 1938 
2:36 p . m, 

Srbstantial amounts .ze.solinc and oil destined 

CzechocJ.ovaY.ia reported deliberately delayed in Eungary , 

Pl a ne: t o Par is , Brussels a nd i::uc:1arest rr.au.mcd operations, 

llational Btlnk atatcment Scptcnbcr 23 shows banlmotcs onE 

hundred crown denomination in value two b i llion crowns 

cxclv~ed from gold cover provisions raising $Old cover 

fr0111 t\'lcnty:-oi:: point five per cent to thirty-three 

point three. ? raha prices virtually all foreign 

currenci es considerably lo~cr duE strict provisions on 

con pulsory surrender average r ate !Jew York drafts up 

f r om twenty- nine crowns to tllcnt:r-.ninE point twenty-five. 

l'o London ~;uotation September twenty-six on Czechoslovak 

ex ternal bends c::ocpt Slcoda debenturto recording for ty­

tight. 

Inform Commerce , 

CA.'U\ 

I!PD 

94 
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fi'EDERAL RESERVE BANK 

OF NEW YORK 

95 

OFFICE CORRESPONDENCE 

eo~n.,.ur. ru.11 
OAtt.....LID•IIu ., • u-. 

SUBJECT> I&INOII CIOIYDU!IOI Will 

rr ,.. s.. '• llaolee '"' OW •GJ.taJ • 

.. u .. ..u .. d .... I Ml' bs. tut •• \e "'• " 

u4 Nlllln , ..... I'POO,ooo •• aoo,ooo at "'•• nars.. ,_ 

'·'' 1/11 •• M '•''• U •• oar tat•Uaa lt \he pna•n 

oooUa• .. lleWl.T M ........ , wt •*• a ••• at bia ltait at 

'·" 1/1. lo tar tba 1Nlk laM eoee t... tba lealla\\• 11111•, I 

.. _ .. , MAlted ~·tat .. lOUt With J.a.....S. 

aol\Ga \bnabt \he' ~•411aa 11r tba ••R"' • '" .. ' 
blbartor th., -.14 •• a pratt)' '-'- 41iJ •-no•• 

'I 

' ~· "' 

l 
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9S 

PAlW'BRASJ: OJ' 'l'J:Lm!Wl RJ:OIIVID 

J'ROK: Aaerioan Consulate General, Alleterd&.a, liethulanda 

DATI: Sept .. ber 27, 1938, 5 p .a. 

Today the Netherlands Bank teaporuily etoppe4 

buying pounde eterling; t hie Bank had b een supporting the 

pound. According to the report~ in Ameter dea the pound 

will be eupported by London. 

:U;Lft 

M•~ " ' f" ... •' 
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P AIW'BIUSJ: Oil' TJ:LJXIR.Ul RJIOJ:IVJ:D 

JROK: Aaserie&n J:mbassy, Paris 

JO.: 1815 (SJIOTIOI OR) 

DATE: September 27 , 1938 , 8 p .m. 

ll'ROll OOOHRJ.N 

At 8 p .m. I bad a conversation with the Bank 

of France. With the rate throughout the day around 

178. 50, t he ll'rencb stabilization fund bad by that 

time gained 400 ,ooo pounds. Bet ween 30 and 35 million 

dollars bad been lost by the British by that time. 

The selling of foreign exchange by ll'renob holders to 

secure france to take care of needs in the event of 

war is responaib le !or part of the gain in foreign 

exchange by the ll'rench control. 

(I:ND SJ:CTIOB ONE) 

BULLITT 

97 
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PARAPBRASI OF TILJ:GJWt lUOIIVID 

JROih .Uerican lmbassy, Par h. 

IO.: . 161S (SIOTIOI TWO) 

DlTI: September 27, 6 p.m. 

The Bank of France has started 18eu1ng fi're­

thousand-frano notes in order to meet the demand for 

large denominations. Due to hoarding, there hae 

developed a scarcity of one-thousand-franc notes . .1 

communique has been issued by the Bank of France 

encouraging, for purposes of transfer, t he use of 

l etters of oredit, checks, and eo forth instead of 

metallic coins and paper currency. 

( 7) was callller, and there were fewer withdrawals 

from Paris-.lmerican banks than there were yesterday. 

(END Ja:SSAGJ:) 

BULLITT 

98 
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'- JIB 

Sr. c r t t:!I'y of St~tc , 

"l· ~r.in: ton . 

1054 , SEptEnbEr 2? , 6 p .m. 

RUSE . 

i'LAIJ; &. I'JRAY 

London 

D~tt~ SEptcribcr 2?, 1938 

REc ' u 6:10p. m. 

99 

_P_.iR_ Tl_H_E_ SEC ill ~ /JG _OF_ _Ti_{_E _T!l_O.._ ._;;;._G_RY_ _F_I\_0_'! .::cB:.::U.:.TT.:.c.::.-lf:;....:.;-;o:.:RTI= I • 

STiliCTL~ COti!'IDE•'~IAL . 

ThE following 1a to supplEmt·· t th£ intartr.::tt ion ~ivtn in 

tlo . 922 1 SEptEmb er 141 5 p . !!l . ::tn:1 in !'t1I'O[ r '1l'h thrEE Of l'O. 

10~2 , Scpttmbcr 2G , 5 p . rc . , rc~:: ::-c"ine t:h£ fin::-n cinl :JE::tsur cs 

•th1c!'l GrE::tt Brit :'l ir. contErcpl::tcs :>nttinc into EffEct i!l tb£ 

t V£nt of n ::tr . 

\IOUld ;JrO!l :'lbly h :'lVE ~0 bE :!hut !)Ut th:"~t. thEy pl :Ul to OpEn 

it ;. t thE £::.rlir:.t d~tt coss iblE . It w: o i ropo3siblt to 

lltt :1n:r d tf1D1tE pt r iiX' :~t this !;jtr.£ but in:J.sc:uch os tht 

objtct of shutting t ht c tock ExcirncE r:ns to prEVEnt pcnic 

atllin~ from dEvtlopinc, it coul~ bE opE!ltd os soon ~s 

ovtr-tht- counttr prie t a rt:~chtd n rt~sonoblc nnd f s irly 

stablE ltvEl or chowtd any tEndEncy to go hif!h Er . I 

pointed out thot in :J.smuch n:J thErE r1c rE auch lorgE holdint;s 

of America n s Ecurities b y British rEsidtnt3 t b::tt it might 

bE llEll 

' 
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::3 - 2- ,;;1054, StptEmiJEt' ?.7 , ~ p . Dlo f: roll' London 

bE wEll for thE tq::•propriatE ~Er!ct>n mor.Et'lry authoritiEs to 

l·:nO<I tthEthcr :British r esidents \tot•ld bE pE%'::11 ttEd to A Ell 

tht i r AnErican sEcur1 ~its uoon the o'::tbrtok or w:1r , t!'ult 

r.uch a coutir~tncy ll'i£ht havE a bEaring on ar.y dEcision to 

ol esc or '<EE '' opr.r thE Amcrice.11 .J r.curity murkc ts . I was 

aasurn' t:1ut such r;:~ ll:s would bE prcvr.nttd insorar as 

pocsi::,lc during t11is l>C riocl whEn :Jritish r: si d cnts would 

havE to d tcJ a rE t o t:tt Briti sh ':!oVtMrt£nt t hEir !'orEi~n 

acscts. At thE ~o~t t1~E it wao E~~tn~r td ~at if thE 

knotvlcdct or this d Eoio1on ~hould by :my mt .'lns flow iJncl< to 

London ciurine thio WEEk, thErE no doubt would rn:JuE a trt­

mcndoua amount o• an tiriratory scll1nc a nd I was p!'actically 

rE~uEottd th~t this informAtion ~E trcntcd in thE most con­

fidEntial anc1 oarErul wry . I also aokcd !'the thEr thE "3r1 tioh 

t:lovErnrn:nt nould ta.i<E Dtcps tc ::~ell. any Amn•ican ::Ecur1t1to 

"hich it mieht l;nht ovtr fNI". "3r1tish rto1dr.nts without 

pr1C':- consultation 'with ~1E American ~v crnmmt a nd I rc­

cEivc cl. 3SSUl'0l'lC£C t hnt 110 :;;nc~ :;~).ES 'IOUld b£ !l"ld E until the 

l'lll ttcr h::ld bEEn d!scuaoEd 'lfith t::c A':!ltr ic:tn outbor1t1Es con-

ccrr.cd . 

As prEviously rEportEd tt£ "~itiah Treasury intends to 

closE thE banks ror as short a till'c 'lu possiblE if' ::~t all , 

possibly for only onE day, nnd stEps nrE b£1ng tnkEn to 

ensure 
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LIB - 3- ;'/1054, Scrtcmber 27 , 6 p . n: . from London . 

ensure that the bonks will have nCeq untE c~~h a vailable to 

~1eet An7 d cs:nds . Ao rq;:~ros foreign exch'\ns;e the forr 

101 

v1ill ~e that the ::lritioh Trccsu.--y •1111 issur a treasury or<l.cr 

~lon: the lines of the 1931 u.odel ~nd t n app eal u ill bE 

11"/,<' e to British r•csidcnts not to ':!ole for. f oreign cxc!'l::mgc 

c:r.ce)t for bon f.l fide reasons; throu(!h t he coop ern tio11 of 

the 3~~¥ of Engl~~ 'l~ thL Sritio~ nnd Foreign banks effect 

rtill be given to this .ppcnl- ordcr. :;: ··a ked about the ques­

tion of A!Dcricann rcccivin~ r.cc~s~ :. ry .rc.rci:;n exchange and 

wM tolc1 thc. t no nchr.l.le hod ::; c t been •·1 c.rkcd out ; that no 

doubt the b:mks •1culd ~t :l l rc::sono.bly nith bona fide re­

quests nnd th:>t if difficultit'l •.rose in pnrticul::r cnscs 

Amcric:l.n officinlo mi zbt h:!.VE t o v<>uc'l for tl'!c validity of 

a re~ue~t . I also aokcd about the r:~~e of exchange tha t 

mieht be us~d in converting ouoco fr~ coy Ame rica n vioitoro' 

dcll:lr lc ttcr& or credit into po•mco in the e vent of 11'\r 

nnd the answer wac put f o rth that the r a tc would h!>VE to be 

dctc!'lllincd by the ::itu'ltion ct tl~E r.lm .. cnt . Ia there "\ny­

thing ElSE that :f<'U •.vish :ne tc. {;Ct for j"OU? 

The Ambc. ss~dor o'ug(!'e:Jt.; th'l\; : . .r. Pou5tcs be ir.rori!Ed ·or 

the :~toclr m~rket inforl!ll tion but in the strictest confidence . 

KCfl'EDY 

• 
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P .AlUPHRJ.SJ: OF TJ:LJ:CIW( RJ:OJ:IVJ:D 

FROK: .laer1can bbauy, Tokyo, Japan 

DATE: Septeaber 27 , 1938, 8 p.a. 

BO .; 635 

The · following 1a confidential for the Trea.aury 

Dapartaent: 

102 

It 1a our understanding that the Japanese GoYernaent 

is considering diYoroing the yen fro• ster ling and 

pegging it to the United Stdes dollar. Bowner, suoh 

action would depend on future dnelopaents 1D Zurope; 

no action will be taken unless circumstances mate it 

necessary. 

QRD. 

• 
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PARAPHRASE OF SZOTIO. TWO, TZLJGRAK WO. 1605 
OF SEPTJ:KBIR 27, 1938, PROll PARIS. 

! OJ 

The official rediscount rate of the Bank of France 1e 

being raised today trom 2 1/2 to 3 percent . A 1/2 percent 

raise in other rates 1a also being put into effect. 

Such procedure is being carried out without any at some 

future time st opping rediscounting (sic.), The Ministry 

of Finance requested that thie be done. .A. new type of 

ordinary treasury bill collection three months baa been 

anDounoed today by the Ministry of Finance. I t was tho~t 

best to r aise the rediscount rate to 3 per9ent , since the 

interest on the new billa is 3 percent. The following 

increases in rates haTe also been made today:by the Treasury1 

Treasury bonds at six montho, from 2 3/4 to 3 1/2 ~ 

2- yr. natl. defense bonds, from 3 1/2 to 4 1/3'1> 
' 

Treesu:ry bonds at one yr . , f rom 3 to 4~ 

75 to 100 day Treasury bills, from 2 7/16 t o ~ 

18 mo. bonds of the Oaisse Autonome d~ Defense 
Bat1onale , from 3 1/2 t o 4 1/~ 

HeeTy demands for trance are reported by Parie­

Amerioan banks, because of a f ear of banking restriotione, 

and for dollar and sterling currency to cover expense• 

of t..,.tw1 traTel out of t he country. 

END KZSS.A.GI. 

BULLIT'l' • 

. . .. ' ... __. ... ·~ 
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Selllit 

Sopt. 30 

lopt. 30 

Sopt. 30 

' 

TREASUJtY DEPAin'MKNT 

INTD omca COMMUNICATION 

lt-.hip 

Pr.e. Booe~llt 

.u.n ..... Mercbaat 

.u.n .... ru~r 

Boaolv.lu 

Aaout 

$20.000,000 

10,000,000 

10,000,000 

25. 000.000 

t65,ooo,ooo 
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£0 

StorEtary of StatE, 

Vlashington. 

ROSH 

1062 . 

FOR TREASURY PROM BUTTERWORTH. 

GRAY 

London 

Dnt~ SEptembEr 281 1938 

Rt o 1d 7116 a. m. 

ThE dollar optnEd bid at 4. 72 and rapidly WEnt 

to 4 , 70 at which poi nt thE British authoritiEs gavE 

support. It thEn movEd to 4 0 67 with furthEr support 

forthcoming and now to 4 , 66. ThE British authoritiEs 

arc thE only sEllErs of dollars . 

ThErE i s a panic movEmEnt out of gold into dollars 

undEr way and in commEnting on this situation on thE 

tElEphonE Bolt on said that hE "was not going to hElp 

any of thEsE fEllows and thErEforE proposEd to put on 

a pEnal ratE both for gold and for dollars" . 

Bolton also statEd that thE gold for thE HONOLULU 

should arrivE this aftErnoon and bE takEn aboard today. 

Captain of HONOLULU 80 i nformEd by Naval AttachE of t hE 

Embassy. 

KENNEDY 

HPD 

l OS 
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EG 

SEcrtt~ry of Sta t E, 

Washingt on. 

1063, SEPtEmbEr 28, noon, 
FOR TREASURY FROM BUTTERWORTH. 

GRAY 

London 

DatEd SeptEmbEr 28, 1938 

Rto ' d 7 :19 a . m. 

It May bE of intErEst t~t thE Bank of England has 

for somE days now bEEn dECEntralizing its gold stocks 

and locating them in a good many pl ac Es of saftty, 

most of which ar t ntar possiblE por ts of shipmEnt. 

Tht abovE is authori tativE but I also undErstand f r om 

a rEliablE unofficial source that arrangEmEnts havE bEEn 

nodE to movE port at ltost of t hE Bonk' s staff t o a 

placE of safEty nEar ExEtEr . 

KENNEDY 

RR 

l OS 

Regraded Uclassified
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P.AJWIIIU.U Or 'fnJCWAV UO&IV&D 

JBOJh .Aaerloan llllb&aiQ', Parte, France 

DATI& Sept•ber 88, 1938, DOCIIl 

lfO. a. 1885 

nt Cll OOOHJUlf • 

. At t welve noon tocSa:r I talked with •:r friend in 
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tbe B&nlt of France. De8J)Ue the large drop in the eterllna­

dollar rate this morning, DO eterl1ng (rate at 178 •• 5) 

baa been aoquir ed by the rrenoh etab111u.Uon fund. 

The hench fund h&e nen sold. a elllall amount in order 

to cover Governaent puroh&aea of iron and copper. 

Thl f ranc to4ay i s therefore more sena1t1ve to the 

or 1t1oal international situation. I wa1 told by my friend 

tb&t be might have to let the rate s lip ahortly. Aside 

from gold, the Br itish equa.l1aat1on tund had by twelve 

noon loat $38,000,000 . The Br1 tillh tund on total balance 

yester4a~ lost 8,000,000 pounde, including gold. 

ElrD MISIWJI. 

IA:Lft 

'\ l 

" ·~r 

. ..... 

BOLLIU • 

• 
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,.EOERAL. A:ESCRVIE OANK 

OF NEW YC1tj{ 

1 " 8 _u 

( CORRESPONDENCE 
COinDmUL nLII 

L, w, IDolro 
---

D Att I•J'•)or 11, 11•• 

SUDJI<;T; tiLIPilOII OOIYIIIA!IOI IItl 

IMK or •ar.MD, 

I ulled ••*•• a\ UaiO, tho autl• tbh •I'A1AI bad 

opme4 "UI'J' blaelr aad tbt~r he4 ).. lllap!T llladated wUb •-.. 

t or dollara. Gold Nl.oa ha4 bo& ~•17 hoe'f7 aacl tho pzoaH4a heel also 

btlll uaed tor tho purobuo of dollara. thtr had 1.- \he nto ao 

doe, 1D n .. of tho on.._o • ..,on., \o •.a. aero tbtr -.4 hold 

u. Vp to t ho oar!T anom- thtr had aol4 a to\al of tu,ooo,ooo. 

t bm a .. a had -• of tho tour aon aooUac 1D llaith '-1'10• 'llblab 

bad had a -dortul otfoft em tho aartrot. Aa • real\ tb., lad 

olllqe4 OJl tho ,..,. up to •.'71 \o lN7 )aok tt'r,ooo,ooo, laa~a tb• 

a nft loaa tor tho dq of OILl7 tlt,ooo,ooo, 1\ ba4 boon aon 

eatlatao\017 \o tb• booauao tholr poaUloe 1D &old woo &ott1Da 

nrr dltnoau. fholr aolcl oporaUooa 1D tbo LoecloD a:a.rtrot for 

\h t dq heel llo• &81 1001 000 boalh\ 1oaall7 aad • liko _.., aolcl 

\o torollll oe\nl beako. Oil tho 'llbolo U heel aot boon a , .. •• 

bu\ tb., dlclatt, of oourao, laaow 7o\ 'ltlo\hor tho ••1'1•1)' ••• 
our, fblnca al&h\ nlll •• ,..... ucl th., \horotoro tolt that 

t horo waa ao po1Dt 1D lft\ial tho dollar n\o cliOp baa too 

QII1Q1T, ...... tbon •"• ao a" 10ld pliooa of 16'• (kia lla11DI 

Prloo) aad Ula (hla aolliq prloo). lo alao •"• ao • ...,. tor 

ner11a1 .,a1Dn *lob ,.. 001114 opuato 1D •r aortrft 1D tho an .... 

nooa tor kia ••-• of ._,, •• ._.,,, 

I thon \old Ia*• \hd I had •- 1Datnne4 111 •• 

'"••17' ... -"-•' to la(Un of Oo ••lr ot -.,1_. ••• lt 
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F EDERAL RESCRV£ DANK 
OF NCW YORIC 

1 ' 9 -"' 

L. '• lDollt•~------

D Att_.l_ .. tPa' ., lf& 

suoJEcn t.11.1rai_ CDnJNaiOI m• 
BMX CW WOWID. 

I 

II'Oill4 be polllllle tor tba \e aalce Ule tollewtq \110 add!Uoaal 

lh1Jlll•ht taa,ooo,ooo oa the n-er w .. h1Da\oa Mhedllled te ..u 
troa loutta.p\oa oa October 1, ad tlO,ooo,ooo on the Bl•* Jal­

•cb•ltd \o aail 1'..- lo•\h~\CID oa Oo\ober l. It U wee of ttr1 

balp to tba to .ubni\uh , .. ked ao14 tor oar euwuktd 101« t bd 1 

or oour .. , wou14 be all r1&bt wUb 111. I eapaa&alsecl \bat oar 

n c;u .. t wa1 aade 1f U ••• p~aloall7 po .. 1bh f or tba to hm4le 

\ bl" matter•• Hawker replied tba\ be 111Duld h••• to OOilalt tbe 

Bullion Offi,. aad fiDd out 'llba\ the poa1UoD wu. I proailtd I 

1101114 call b1a lder 1D tbe 411~ u4 le\ bla lmow *-'• 1f •~hlll&, 

we bad doll• lD nerllD& her .. 

Lilt aU 

,, 
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R.M.Jr: 

Operator: 

n.u.Jr: 

Ransom: 

R.li.Jr: 

R: 

l' . fJ .Jr : 

P. : 

R.M.Jr: 

R: 

a.M.Jr: 

R: 

R. loi .Jr: 

R: 

R.U.Jr: 

R: 

R.II.Jr : 

R: 

Bello 

Governor Ransom. 

Bello 

Ronald Ransom. 

Good evening. 

September 27, 1938. 
4:50 p.m. 

Go ahead. 

I told you yesterday, at your request, that after 
I had talked to lolarr1ner to-day I would call you 
back. 

Yes. 

Mow I 1 m goi.ng to ask a favor of you. 

Yes. 

Ah - I don't want you to say to him that I said 
that he would probably call you - if he does -
but I expect him to call you in the afternoon. 

Well I have a call in - that he1 s going to call 
me between 4:30 and 5. 

All right, now will you let him tell you the 
story. 

Yes. 

A1l right, that•ll be fine. 

Now will you tell it to me first. 

(Hearty laughter) That, I think, would be very 
unfair because he's done the job and I •d much 
prefer to let him tell you. I think it would 
be much wiser. 

aas be done it? 

If you're not satisfied and give me a ring I ' ll 
be surprised. 

E O 
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B. ll . J r: 

R: 

H.II.Jr: 

R: 

H.M.Jr : 

R: 

H. !.I . J r: 

R: 

H.u.Jr: 

R: 

H.M.Jr: 

R: 

H. LI.Jr: 

R: 
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I see . 

Will you let it go at that? 

Sure. 

All right. 

Sure. 

That•s entirely for your own personal and con­
fidential use but it1 s his story and he ' s done 
the Job .... . . . 

All right. 

•••• and I - I want him to tell you at first band. 

Row - bow is the government bond market? 

Well that ' s what I want to talk to you about too. 
It slipped off after Chamberlain's speech. 

Yes. 

I don•t know why i t should because it seemed to 
me to be a bullish speech, not a bearish one but 
it slipped off. Now George Harrison has jus t 
talked to me and the notes are down to par two 
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bid four asked - the bonds par six bid eight asked. 

Yes. 

George said be wanted to get his margin orders 
straight,because he didn't want any contusion 
at the opening of the market tomorrow and he 
felt definitely that if he understood what they 
were the execution would be better and that he 
was afraid that they might open at under par; 
that the OYernight reaction might be bad and 
there might not be even a par bid. 

Yes. 

Now I ' ve discussed it1 in the brief interval 
since talking to George, with the three members 
of the board ;:bo are here and they all think 
that it would be wise to have him put in orders 
at to-day' s close, that i s , in the case or the 
notes at 100. 4 and in the case of the bonds 100.8 -
or six - I mean 2 and 61 you see. That i s he puts 
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H.U.Jr: 

R: 

H.LI .Jr: 

R: 

B.U.Jr: 

R: 

( 
1... 

R: 

H.loi.Jr: 

R: 

H.&:.Jr: 

R: 

B.M.Jr: 

R: 
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in buying orders - just fil'lll orders wbJ.ch are abo•• 
par and he can hold them at that point until be gets 
batted around awtllle, if he does, and then call ua. 

Yes. 

Now I 1d l ike to know that that meets with your 
approval because we1re operating on a joint account. 

That' s O.K. 

All right, now that seeas to me to be the way t o 
hold the thing in line. !row, of course, on the 
other hand, it does mean that it be does that be ' s 
got t o keep these two particular issues from 
gett.ing wholly out of line w1 th the r est of the 
market. 

Yes. 

But they look to me like a pretty easy thing to 
hold on to now while we are operating in a crisis 
period and if we keep them at that point we'll 
keep the rest of it pretty well in line too. 

I think it sounds very good and I ' m delighted. 

That suits you, does it? 

Yes it does. 

All right, I've called Sinclair so I ' ll get the 
other member of the committee. 

All right . 

And I tll ask George to give it that direction 1n 
the morning • 

All right, thank you so 11111ch. 

Thank you, Secretary. 

• 
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H.K.Jr: 

Operator: 

s .w.Jr: 

Eccles : 

B.M.Jr: 

Et 

H.II.Jr: 

E : 

H.!J.Jr: 

E: 

R. !A.Jr: 

E: 

R.il. Jr: 

E: 

R.!.I.Jr: 

E: 

E: 

R.II . Jrl 

E: 

R. II .Jr : 

Hello 

Mr. Eccles. 

Thank you. Hello 

Hello 

Hello, Marriner. 

Hello there, Henry. 

Septeaber 27, 1938. 
!Sill p.a. 

About time - I wondered where you were. 

(Laughs) Well I ••••• 

Have you caught any trout? Have you caught any 
trout? 

Well not !or some time, I've been 1n California 
for a week. 

Oh I see. 

I'• back 1n Utah now and expect to leave 1n a day 
or two. 

I see. 

I think this i s a pretty good place to be right 
now. 

Well it's - ah- I don't know - is it? 

(Laughs) Yes, I think so . It's away out in the 
mountains. 

Good !or you. 

11'hy, Cla7ton called me. 

Yes. 

And told .. of the conversation that he bad had 
with ;rou this morninC . 

Thatts rl(ht • 

. . . . . . . . . . . 
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H. !oi. Jr: 
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R.M.Jr: 
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B.l.!.Jr: 

E: 

H.lot,Jr: 

E: 

II .K.Jr: 
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And - ah - I wanted to call you up and say to you 
that - ah - wboeYer your intoraant was,with reference 
to - ah - _, connecti ons, eitner directly or 
indirectly,was entirely wro~ and improperly adYised. 
In the first place, - 8h - I haYe neYer had any 
inte.rest whatever and no connection that Ita 
connected with, so tar as I know, that's eYer had 
any interest, either directly or indirectly, in 
either Trans-America or Bank of America. 

Good. 

Ah - that I have no obligation whateYer to them 
and have neYer had so long as I have been in the 
public position. 

Good. 

The - ah - as tar as Mr . Stewart is concerned, 
I had never met Mr. Stewart except about 15 years 
ago and I had entirely forgotten him until attar 
I was in a public position. 

Yes. 

I have no personal relationships whatever except 
just as an acquaintanship and one that I have 
known and Mr . Stewart, 1n connection with his 
appointaent there - ah - we were up against tryin« 
to find somebody that wasn ' t pretty closely al lied 
with Caulkins 1n an opposition group. 

I see . 

And - ah - I don't know whether you're familiar 
with the situation that existed in Fri sco ••• •• • 

• 
No, I 'a not • 

.. .. with that - when Caulkins was the G6"fernor 
out there . 

No. 

Well !rom a - !rom a - they were a Yery reactionary 
group and they were antagonistic to eYerything 
that the Administration were doing . 

I see. 
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B. Jl .Jr: 
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B.Y.Jr: 

E: 

B .11.J rs 

E: 
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B.U.Jr: 
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B. li. Jr: 
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B.loi.Jr: 

E: 

B. li.Jrs 

115 

And Stewart - ah - Stewart is the opposi te - Stewart -
ah - happen• to be tr- a - troa an aconoalc and a 
political point ot Ylew a - a liberal and haa aln;ra 

been. •ow he na approached Larcel:r t ro. that point 
ot Yiaw r ather than troa any other. 

AhQha. 

How - ah - howaYar I •• familiar with - ah - Ranaoa 
has - I •ya talked with him nearl;r 8Yeey da;r and 
he sent - I had him send on to •• a lot ot infor­
mation which I asked tor •• ••• • • 

Yes. 

••• • and which I got in Cal1torn1a and I spent - ah -
a couple ot - in tact three da:ra there. 

Yes. 

The net result or it is - ah - ah - Stewart of fered 
to r esign. 

Good. 

And I told him that I thought that was the adYinbla 
thing to do. In other words, the Board - ah - ah -
the;r didn't want it to get to a position where it 
aa:r be necessary to §Jk tor it. 

Good. 

And so I handled it in such a wa:r that - ah - that 
it couldn't be said, see, •• • •••• 

I sea • 

••• ••• that be waa asked to. 

I sea. 

And - and before the Board mew an:rth1ng ab-nlt the 
utter Wb7 - ah - ah - I was adrtaad bT h1a that, 
under the cir cumstances, - ah - he telt that that 
was the thinf to do and I told h1a that I acread 
1~ - that t would be a nr:r ambarrassinc ~ 
to h1a and poui bl;r to us 1t this thinc llhould 
deYalop and the sooner action waa taken the better. 

Right. 
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H.M .Jr: 

E: 

H.l!.Jr: 

B: 

H.U.Jr: 

E: 

H.M.Jr: 

E: 

B.U.Jr: 

E: 

S.II.Jr: 
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B.M.Jr: 

B: 

B.lo!.Jr: 
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Because the - ah - ah - the - ah - the farther 
his resignation by - was remoTed !rom the t1JH 
of action •••••• 

Right. 

••••• the least- well he would be connected with 
it just that much less. 

Right . 

Bow - ah - I talked to hia to-day and asked h1a 
to send it to me tomorrow. 

Good. 

WhEn I had seen hia in - ah - in .ah - California 
when I saw him - I saw him on Friday - last 
Friday. I said I would be in Washington a week 
!rom Monday and I thought that would be soon 
enough tor it to get oTer there - to send it to 
me there. 

Yes. 

And1. after talking to Cls.yton this morning and 
to Hansom ••••• • 

Yes. 

••••• in view of the apparent urgency of the situ­
ation • ••• •• 

Yes . 

,,,,,ah- I called him up and au«gested that 
inasiiiUCh as it was going to be torthcolling at 
that time that I thought the sooner the action 
was taken the better his position would be. 

Fine. 

And so I expect to have it here with ae 1n the 
morning mall. 

Well that's swell. wow -.bat do you do with it 
then, Marriner. 

llS 

\ 
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H.U.J r: 

E: 
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Well we - ab - I 1 11 translll1 t it to tbe Board an4 
tbe Board can take action. 

Fine. 

I mean at least we bave it. 

Can they do it before tbe first ot October? 

Ob sure. The first ot October is on Saturday. 

Yes. It would be very belptul i t they could. 

Yes they can - they can do it - they can do it 
at once. Tomorrow is ••••• • 
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Well I can't tell you bow pleased I aa, tor 
everybody's sake, and- and I -I haven't been 
disturbed about anything as .ucb as I have been 
about tbis thin&, since I've become personally 
acquainted with tbe whole thing since Labor Day, 
see? And - ah - I was particularly distressed, 
as I told Clayton - I needatt go all over it 
again over the phone, you see, on account ot this 
dirty gossip which I have denied very bard ~men it 
was brought to ~ attention, see? 

Yes. 

I said, RI know Marriner Eccles and Ita going to 
trust him just as tar as I can see b1a and be' s got 
J6Y confidence and I'm sure that this thing is per­
fectly ridiculous•and I denied it very hard. 

Yes. 

Ah - and tben - ah - ah - 'tlben thi s thing sort or ' 
dragged on and I just - well I didn't want to tell Cla;ytca 
I beard it two or three times, see? 

You 'tlbat? 

I heard it two or three times •• ••• 

Yes • 

•• •• within tbe last week or ao. Only- and • •• •• • 

Well ••••••• 
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•• ••• so I asked who was your closest f riend 
and associate here and they said Clarton •• • • • 

Yes . 

•••• so I sent for h1lll on that basis and noboctT 
knows I talked to hilll. I haven't told &nrbodT. 

Yes . 

So I mean it is strictly between the t hree of us. 

Yes. . 
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But wben this was. brought to me by one particular 
man I just said, !Tbat'3· perfectly ridiculous. 
I know Eccles and he ' s th1.nk:1ng of his job and 
anything like that just can' t happe.n, that's all• . 
So ••• • •• 

Well, of course, damn it you can• t stop people 
talking . You get 1n public of fice and you've 
always got somebody tbat •s re~dY to throw a 
harpoon. 

Oh yes, and they ' ll do it all the time. 

I - I haven't seen Giannini a half a dozen times 
in my life. 

Well I •ll be glad when you• re back here because 
this is a tough one and he ' s a tough nut to crack 
and be' s bad it all biw own way for five year s 
and,as you fellows say out west, he' s been riding 
high, wide a.nd handsome and ••••• 

Well I know the - I know the general situation -
I know the general s ituation, of course, fairly 
well out here, having lived out here and bavinl 
been 1n the banldng business. 

And the Flei scbacher situation is just a s bad. 

Yes I think, if anyth~ng, it•s worse. 

I - I think so t oo . 
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Because it' s - ah- youtye got in that case 
some Ye~ definite crookedness. 

Well it - it looks that way. 

Yes, I don• t think there ' s an:y question about 
it ~bat there's been a lot ot -there's been 
a lot of crookedness in that si tuation. 

Well now, Marriner, Itm simply ••• •••• 

The banks baye promoted personal interest to 
aYe~ large extent and it ' s been generally 
known. I know I ' Ye known that tor ten :years. 
I knew of deals that those people have been 
putting OYer tor - tor an indefinite period 
almost. 

Well we1re going to - when you come back - ah -
:you can be most helpful on this Wbole picture. 
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Well I •m sorr:y I 've - 1 1ye been awa:y so long 
and I told Ransom. I said, "Now if a situation 
develops back there where you feel that - or the 
Secreta~ feels or if the President- if there's 
an:y indication that they feel I ought to come, 
I ' 11 take a plane and come back anytime. 

Well when are :you planning to be here? 

I'll be there Konda:y. 

Well I think if this war news - if :your asking 
me for M7 adYice, see - hello 

Yes. 

And if this thing continues as it is I think 
m.a:ybe :you ought to be here the morning ot 
October 1st, wbich is Saturday. 

Which, or course, is the Bitler day. 

That's right. Ah- nothing may •• ••• 

ot course, I could - I could take a plane and 
get in there. 

' 
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Nothing is going to - I mean • &Tbe Frida,- it will 
look quieter but I think it you had a reserTati on 
tor Frida,- afternoon, s ee? 

Yes, 

So that it the thing looked bad ,-ou could come on 
and be here Saturda,- mornina . 

Well, ot course, i t something happens i t might 
require some week- end conferences . 

Exactly. 

That'• quite ••••• 

So that :you could have- your plane ••••• • 

When llonday morning opens up on the matter ot the 
question ot the markets and the exchange and •• •••• 

Everything • 

• ••• the banking picture, we ought to be prepared 
tor it. 

That ' 3 right, so could :you have a Frida,- reservat i on? 

Well I can get one. I •ll get one and, unless things 
look quieter between now and then, I can plan to be 
in there on Saturday. 

If :you want to call me up Friday morning, I 111 
give ,-ou the latest situation. 

Yes . Well let•s s ee. What I was planning to do 
was to leave here on the train, in any case, 
Frida,- morning. 

Oh. 

I wasn ' t going to take the plane. 

Oh. 

I was taking the t rain. 

Well i t it continues a a bad as 1 t looks to-day I 
think 1 t would be very helptul i t you were here 
Saturda,- morninl. 
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Well the situation at the moment isn't any worse 
than it's been has it the last twenty-four hours? 

lfo. 

It's just mar king time. 

Well the English have declared an ••• •• • • 

An emergency. 

Yes. 

Yes, I saw that . 

And it's no worse but it doesn't have to get 
very much worse. 
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No - no i f it gets any worse now, of course, youtve 
got war. 

That's right. 

That•s right. 

That ' s right. 

Well I just wanted to • • ••••• 

Well I 1 m delighted and I tm not even going to say 
that I'm reassured because I never had any doubts. 

Well I'a - I'm glad that - ah - you might 
inadvertently aake - make mistakes - you sometimes 
do but, f ortunately in this case, Itm just not 
involved any place. 

Well if I may make one more suggestiOn. 

Yes, it may be ••• • • 

Hello 

Yes. 

If I may make one more suggestion, I would, in 
some WRY announce - have Karriner Eccles as -
personally announce that Stewart r esignation. 
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Well isn't it •••• 

I mean - I mean you're 1n Washington yourself 
when you do it. 

I - I - I think that the - of course, the least 
attention we can giTe to it. 

Well think that over anr-ay. 

Yes - yes. 

I - I 1a- that's Just for your own sake. 

I - I 1d like you to get this thought. That it 
wasn' t a question of me bringing any pressure 
whatever that I - that I - that 1n handling it 
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it was 1n the most amicable manner and some of 
these - some of the charges against Stewart - ah -
were - were erroneous . 

Ah-ha. 

I mean the - ah - and I can explain them to you. 

But he does owe 14 111ll1on dollars. 

~o he owes - ah - he owes 8 or 7 m1111on. 

Well the latest report shows that be' s on notes 
for his own and his comp&n71 s for 14 m111ion. 

YOu mean at that bank? 

Yes . 

~o that - ah - he's got 14 million of collateral. 

No 14 million of debts. 

And his loan was 82 hundred. 8 aillion 200 and 
his personal loan was 5 million something with -
with 2 lllillion secured by gonrnaents. 

Yes, but the total debt is 14 a1111on. 

Well there t s aoaethin& wrong. 

Well &n7Wa7 he owes a lot of money. 
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H.M.Jr: 
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E: 
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Well he owes that money, that ' s correct. 

Yes , 

He owes - be owes - be owes the bank 8 .Ullion 
dollars. 

Personally. 

That ' s right . 

Wel l that's a lot of money - even in Washingt on. 

It1 s a lot of money anywhere but - ah - he and 
his company' s- he personally owes five and then 
he's an endorser on something like about three 
that are secured by goyernments. 

Yes. 
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So that he bas around a littl e oYer 5 milli on 
which he's endor sed upon and it's almost entirely­
i t ' s in connection with two operations -his land 
bank,whicb is in liquidation, and - ah - and a bond 
account that be bas been buying, over several years 
period, a lot of defunct bonds . 

Well anyway youlye got his resignation. Marriner 
Eccles got it; I ' m tickled to death and I con­
gratulate you. 

Well I know but I don•t want - I don ' t want to take 
a position that I got it . 

All right. 

I don't want to do that. 

O, lt. Marriner. 

What I want to do is to - ah - I put i t up to hia 
in a aanner that he saw the pi cture and Yolunteered 
it. 

O.K. llarriner. 

And so the -'the - the Board i s going to accept it. 

All r i ght. 

All r ight thm. 
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H.II.Jr: 

E: 
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Thank 7ou ao .uoh and 1•11 look t'orward to •••1111 
7011· 

All rleht, &oodb7•· 
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R.N.Jr: Hello. 

Operator: Qoyernor Ransom. 

B.N.Jr: Hello. 

R: All r i ght sir. 

B. )I. Jr: Ronald. 

R: Yes . 

September 27, 1938. 
5c28 p.a. 

B.li.Jr: I had a tine talk with Marriner. 

R: Yes. 

H.N.Jr: And he ' s got or will have in the morninc Stewart ' s 
r esignation. 

R: Yes. 

R.N.Jr: lfow - hello 

R: All right. 

B.li.Jr: I don ' t know Whether he told you- he's asked hia­
he phoned h1JD to se.nd it ainaail to h1JD so he would 
get i t in the mornUig. 

R: Yes. 

!!. II.Jr: Marriner wasn't going to accept it until next 
Monday, 

R: Yes. 

R. M.Jr: I said I thought as long as he had it it would be 
most helptul it they could do i t betore the tirst 
ot October. 

R: y ea. 

B. ll.Jr: And he said that he would take -r sucgestion on 
that and would eo~cate with you. 

R: y ••• 
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a .w. Jr: 

R: 

B. PJ ,Jr: 

R: 

R.M.Jr: 

R. at.Jr: 

R: 

B. ll.Jr: 

H.M.Jr: 

R: 

H.!t.J r: 

R: 

H.)A.Jr: 

R: 

B. U. Jr: 

R: 

H . ~.Jr: 

R: 
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I said that if i t could be announced that he 
r esi gned before the f i rst of October I think 
i t would be very helpful . 

I see. 

See? 

I see. 

And I tm just delight ed. 

All right (laughs) that ' s fine . 

I gather you' ve got company. 

I have. 

All right. 

That all right? 

Yes, but after - you don't - I mean i f Marriner 
says he has i t 1n his hand he doesn' t have to 
send it by airmail to you, does he? 

No indeed. 

And the other suggestion - Karriner asked me 
about coming back • ••••• • 

Yes. 

• • •• • and I said I thought he ought to be here 
Saturday morning. 

I should think so . 

And I said it anything broke I should think he'd 
want to be here. 

By all means. 

And he sai d he's going to do that . 

That ' s tine, t hank you so much for calling . 

! 26 
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GROUP !4£ETING 
'I" 

September 28, 193,. 
9:15 a . m. 

Present : 

Uph11m : 

r! . .. . Jr : 

Gaston: 

tl • .t.Jr: 

Goston: 

ll . ;a . Jr: 

Thompson: 

rl . :.t.Jr: 

•hompson: 

a . r.t . Jr: 

llr. Gaston 
llr . Gibbons 
llr. Oliphant 
:J.r. Ben 
Mrs Klotz 
14r . Whi te 
llr. Lochhead 
:.lr. Upham 
I.lr . Thompson 
Kr. Baas 
»r . Banes 

You 're bidding agains t Mrs . rloosevelt, you know. 
~ne 1 s s peaking tod~> a t t he Press ~lub . 

Oh . Nould they go there? 

I don ' t think it'S - I don't know, they might. 
l can find out . 

"ell , look, wait - if you haven ' t asked them, 
I' d just as lief hn ve nobody for lunch. Let 
it go . Let it go . 

rlight. I'm sorry . Got that call Lt home, so 
I • • • • 

It ' s all rigbt . It ' s all right. 1 111 have one 
guest f or lunch. 

lhe k ttorney General has asked for an extension to 
Uecember Jl of the transfer of t he • . • (words not 
llnderst ood) . 

lolr . Burlew 1·ms in about the '.l:reo.sury garage metter . 
I t 's in. 

Good . Good . 

That's all. 

I can't understand you fellows . Xac parks his car 
out tnere so be isn't so much interested, but I 
think the'rest of you fellows would be. 

t 
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J.l\oMpson: 

I:I. ~I .Jr: 

Bell: 

ollO!llj)SOn : 

Dell: 

n, :J . Jr : 

oell: 

d . !A . Jr : 

Bell: 

:.I • ..: . Jr: 

cell: 

tl •. .l.Jr: 

D~ll: 

H • .A.Jr: 

Bell : 

«lotz: 

" · :.! . Jr: 
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I think we ' ll get t ha t. 

It's per fec tly silly why they don't . I've t alked 
to Mac about it over a year . 

How can t ney get it? 

P. W . A. 

~ao• t spend P. n. A. funds in tbe Vistrict unless 
they go back and get the old uppr opri&tion. 

I tn!nk it's the old appropri~t!on. Perhaps you 
ought to aeur •••• 

How much money they spending for Sandy Point? 

~ha t ' s outside of the District . 

Ho ... much they spenaing in rlocl< ..:reek, sew,ge dis­
posal, all the rest of that? 

: 28 

••ait a minute . You ' r e ge tting into borrowed money . 
lhe Uistr ict of Columbia - it l':a s specifically 
authorized in the Act that the !Jistrict of Columbia 
could borrow from P • .'I . A. just as any other municipality . 
But the money made available to Ickes is not available 
for expenditure in the /Jistrtct of wolumbia except :J S 

a Uistrict of ..:olumbie me tter. 

bo.v about some of those old cancellations? 

!!a:; get it from N. R. / . • money. I don't know. 

••here do you park your car? 

I <talk . 

I• m jus t thinking of •• • 

I t' s healthier. 

'!:bat's right . 

All r ight . nnat else? Now, keep up the good work 
and don ' t let ¥r . Bell - wai t s minute - don 't let 
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!lotz: 

Dell: 

H.l.Jr: 

Klotz: 

lieU: 

Tnompson: 

H. o! .Jr: 

••111 t e : 

d . !i. Jr: 

Dell: 

Upham: 

H.Y. Jr: 

•lUte: 
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the Uirector of the Budget discourage you. 4f you 
need any help, aee Bell, my administr ative assis­
tant - I mean Mr. Dell, my a ssistant; he 'll help 
you. He can get more out of the Direct or ot t he 
~udget than anybody . 

Thompson's all right. 

He compromises with himself. 

Talk t o him; he's awfully good. 

I think so. 

I ' ll shut my eyes; ·rim. tor it . 

.knd if there ' s aey question, I don ' t see aey reason 
why it shouldn' t be one of these liquidating pro­
Jects - charge 25 cents a day . 

Yes . 

25 cents a day, and let it 1>ay for itself. 

Tbere 1 s a big demand f or it here . 

25 cents a day . ~>nybody that ' s got a car can pay 
25 cents a day f or stor age . 

I haven ' t anything. 

r have.n' t any tiling. 

liarry, if you stay behind - would you? 

Yes. There's - I wonder if the two memoranda - there 
are two memoranda that I 1d like to get to¢ay to you. 
One is one that you read a couple weeks ago, or at 
least I gave it t o you a couple weeks ago, with 
regard to sterl ing. hOd the other is an exposit ion 
and defense 

(On phone) liello . - Yes . Yes. Yes. 
Yes . Well , that • . • No, but that • •. 
Look, Pollio, don ' t bother me unless you' ve 
facts , Will you? I want f acts. - Yes, 4 
f acts, aee? Please. Tbank you. 

Yes. 
got 
want 
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•• hi t e: 

t! ,/4 .Jr: 

·•hi t e : 

u. J . Jr : 

·.vnite: 

Klotz: 

Iolli te : 

d. :.I .Jr: 

Gibbons : 

ul bbons : 

d . •J.Jr: 

Gibbons : 

H. 'J.Jr: 

Gibbons : 

t!unes : 

rlaas : 

fi . :J .Jr: 

Haas : 
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'Nell , I 1 m troubled by the sterling situation. 

I tried to get you earlier . lie did sterling 
at a 4uarter of nine. So you stay behind, will 
you? Will you stay behind with hrchie, because 
I •ve checked with him and Knoke and myself. ~nd 
I tried to get you. 

I wa s here a t nine . The telephone was busy. 

\'/bose? 

Yours. 

rre ll, I .vas t alking to my wire . 

No a rgument, Barry . 

t a ir enough. 

I was here a t 8 :30 . You s t ay behind . 
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Talked to the Senator again yesterday; I think I 111 
have that straightened out today - out in Utah. 

~ti l l you? 

All right. 

because that ' s - I 'm goi ng t o have t o move on that. 

t!e•s going to call me this afternoon. 

That'll be fine. 

Tba t ' s all. 

Nothing . 

I have nothing, sir . 

Now l ook, George, so that we don't get bogged down 
on this thing - you were at this meeting yesterday 
when Tapp and nallace were here. 

Tha t four o ' clock meeting yesterday . 
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nu&s : 

1.1 . ~ . Jr : 

Oli.,hr nt : 

U.t.!.Jr: 

Locnhet.d : 

" · · . Jr: 

H1.n~s : 
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11ha t I thought I ' d do is, I 1 d try t o get '.lapp over 
her e, say, a t eleven - and Jones - and just go 
tnrough this th1,. "nd you could ha ve t he '-hinese 
somewher e in the 'rea surr. in case you want t o call 
them . But ,>u t it up to l a pp: what' s he going to do, 
una t 1 s ae ,;i l l ing to clo? r mean if he wants t o get 
rid ~f JO, 40 millions of b~sbels of wheat in the 
North11est, a ll right. "nd I t hought inasmuch as you 
Kne11 this wheat t hing, tills particul&r deal , tha t 
you coul d work Alta me on it, you see, ueorge? 

.r'ine. 

.~>ut I just t hought we might. oS 11ell have a showdown 
with Tapp; and let 1 s go t o t o 1m on it or not . 

No,, , who a ll nas been worKing on this thing'/ You 
have, Her man, haven 't you? 

(Nods yes) 

IIllo else? " rchie? 

(Nods yes) 

uno else? tiarry? 

(Nons yes) 

wrs . ilotz, 11' you' ll £$& -r . ~ esse Jones waether 
he c&n be aere at elevEn, see, &naif ne can' t be 
aere c t eleven - t elJ. hl:ll r .. ant to take u:p the 
,.;.estion or .1he6 t - sell1116 .?het. t to ...:;una , see? 

•·na a t tile same time wnen nE 1 s bere J. want t o t alk 
t o him about t ile poss1bi11ty of selli ng cott:>n , and 
could he come at. eleven, see? 

J obn , you' r e in on this, a r en ' t you? 

(Nods yesJ 

~h&ll we put i n a call f or tbe Chinese t o be her e, 
so ... 

~et t nem be here somewhere . Dut l mean let ' s fi nd 
out «ha t Tapp has got in mind . ~ither we can go to 
t own on t his t hi ng or we won ' t, t aa t 's all . 
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.dot - : 

n .• Jr : 

• <lot~ : 

d • • • Jr: 

.: .. J r: 

I! .... J r : 
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(.iortls 1nuistinct) 

~1taer eleven this morning , or let ' s say - or 11e 
e ive him 1 choice of eleve n this morning or let ' s 
say tnree o 1 clock; eitn~r e leven or three . 

vive Jones fir~t cnoice • 

'•ne ->th e r s shou.ld be here . 

L uon ' t mow tha t Chen ·~t:llt i.J ned it to you .••• 

•• ha t' s-nis-n~< me . 

I w.s tn1nk i ll(l o f tile ..:hil.esc . 

J o o\t ll, t: i ve J.;>nes - I met.n Jones is busy, and ask 
Jo nts wn ... ..:a i s oore c.;> nve nier.t , e leven or three; t. nd 
•neu ->n that ) O U fi x everyb~.>dy else up . 'ihe peo ple 
tm. t. a r c lnt.~..t·c stea are vohite , cianes , rl!:as , Lochbeod 
&nu Ol J..,h:on t . 

I don • t know whether Cnen utenttuneu it to you, but 
n~e d i u ~o us, toat tney woulu like to buy, or exvect 
t o buy , obout !'our million uolla r s .vorth of cot t on . 
:, _, .lhell t - tne cotton, f our million "ollcrs worth. 

r n:i incidenta lly, til.: Inter..te pt.rtn.ental Committt:e 
u&o cous iderea tb;;t problem of t ne excaa nge o f 
s1.r plus fO .)a co:nmoai ties 1 o r neeaed strc: t egic 
w~ t. r1~ls , t.nu conclud ea tar t .,, e couldn ' t get tiny­
where w1tn it . 

·sell , I Jus t o.on•t ,{00 ',/ wn~ot ' s going t hr ough 
.. alla cc •s mind and I na ven ' t known f or five yoors , 
and I don ' t su.; rose I ever will know; but he r e the 
~resident of the United ~tates Sbys, •Give him a 
nW'ldred - sell aim a hundred million o.ol l a r s wor th 
o f wnea t; let nim sell it, ~nd don't ask any ques­
tio ns," 1<nd then he comes right over here Lnd 
starts t alKing e bout t en million bushels of wheat, 
wnlcn is five mi lli on dol l a rs. 

But we ' ll put Tapp on the spot; we ' ll find out what 
he w11nts that's a ll. ••ith Jones here, we ' ll Just 
put him ~n the s pot and say, "Now, if you fellows 
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••hi te : 

B. :A . Jr: 

"hite: 

H. :.I . Jr : 

Lochhead : 

ll .M.Jr: 
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H. li.Jr: 
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aren ' t willing to do business, we'll Just s.kip it. 
We 111 go in without you. • I can' t fool around witb 
people that don't know their minds. 

But the Interdepartmental ~ommittee on this •••• 

• • • had considered it. 1hey didn 't give it a great 
deal of a ttention, but they di dn ' t feel there was 
any •• • 

You mean Interdepartmentbl Committee on ••• 

vommercial ~olicy vommittee. 

Over a t the ~tate uepartment. 

~tate uepartment. 

I'll Just take your word for it. 

I 1ll get some more of the details for you. 

Where were we? Al l right? 

!be exchange market is still verr. nervous. It ' s 
running between 4 . 62 and 4.64. The franc market is 
absolutely nominal. We can' t get any idea that they 
are doing anything over t here i n it; but it's still 
holding a t about 179 t o the pound. 

One other point on that . o.e did the silver fiXing , 
end that ' s gone the way of gol d in London. It works 
out about 39 cents . Now, the reason for that • • • 

Did you buy t hat Cninese stuff yesterday? 

Yes . "ell, tbe point is they've got to deliver it; 
that ' s the point over there. You can buy silver 
over there at 39 cents, but how mu~h it's going to 
cost you to get it over here is the r eason why it ' s 
down so f ar . They can' t get insurance . There's no 
war r isk insurance being quoted there at all . They 
can't ship anything. 

Well, come in and see papa about a quarter ot 
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~uarter o£ twelve , right . 

rierbert? 
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One of t he Canadian boys told me yesterday vftcrnoon 
tney had a report from London that the United ~tetes 
nud undertaken new commitments toward the pound, and 
I told him it was Just one of those empt y rumors. 

lbat was a good story, in case you gave it to the 
.. a;ll Street Journal, on the t ripartite yestt<rday . 
Got it on the ticker . 

Uay be something I sai d . l don't A.now . Uay be 
something I saia to ~ike Fl ynn. 

Anything else? 

No, except the Wall Street Journal - liuffield got 
instructions to wa tch the Tr easury ever y minute of 
tne day toaay • 

That s eems like a blanket instruction. 

llhy not invite him in? !.lake it easier for nim. 

He!'man? 

I•m nopeful tnat tbe Coast Guard • • •• 

"bat? 

••• radi o station wil l come through todey. 

It will? At t aboy, nerman - e ttaboy l 

The solution is not legal, but practical . 

I want to sbaJ!:e your band . Gl ad to meet you. 

lie ' s a new mon. 

Xou know, we ' re g•tting some cooperati on from one 
of the other departments 

On the radio? 
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... wbich you ought to bave bad all t be way along . 

All right. Now • •• 

I ' d like to see you for a minute. 

All right . 
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September 28 , 1938 

IW,Jr call ed t he President at 9: 50 t oday, and 
the following is a r ecord of their conversation: 

The President: Good morning, Henry , Feel 
better tod&yf I do. 

HM ,Jr: I think you have every reason to feel 
better today after laet night's message. 

I am sorry t hat I have to t hrow some cold water 
at t his time . Two Hamburg-American liners , the St. 
Louie a nd t he Hanea -- the St. Louie was supposed to 
ea11 October 1 and she is leaving this afternoon, and 
the Hanea, which wae supposed to sail at mi dnight , 
pulled out at 9 a . m. wi t h no passengers. You asked 
us to watch, and t here it isl 

The President: That is not so good. 

I have got an i dea that France and Great Britain , 
some time today - - I have heard nothing, but it is t he 
obvious t .hing t or them to do -- will ask f or a definite 
postponement of t he date tor a week or two. Now, that 
is Just my hunch. After t he final plea is made , it 
lllight be a ccompanied wi tb s omet hing l ike t his: England 
would say, at t he same time, that during the process of 
the transfer of populations that she would undertake to 
guarantee t he safety of t he Sudeten Germans while t he 
Czechs were gett i ng out, at t he eame time safeguard the 
safety of the Czechs while the Sudetene were getting out. 
I t hink that 1e damn hard to turn down. I think our 
crowd are bound to make one mere plea. 

I:!K,Jr: At midnight, from the principal German 
radio stati on, they sent a message t o seven German 
8l:lB.ll boata at sea, and we are trying to break the men­
age down. It 1e difficult because it is very short. 
(The President asked for the names of the seven beats 
and HK,Jr said that he would send over a memorandum of 
Just what he told hi m. ) 

Waesohe g1Tea everything to Admiral LeatQ' that 
we get and I am keeping Hull informed. 

Ag&in, IailY I please tell you how I feel about 
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7our aeuage, tl'oa the boUoa of IQ' beaM;. 
excellent. 

(In oonneot1on with the Pree1dent1 e oon.ereat1on, 
eee reoord of oonYereat1on between 8eoretarr Hull and 
Beoretary Morgentbau, attached hereto.) 
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Hlo!Jr : 

Oper:>tor : 

PI'Jr : 

Co=dell 
Hull: 

ttMJr: 

!! : 

:n.Ut· : 

H: 

111.\J l' : 

ll : 

hi/Jr: 

H: 

I!MJr: 

ll : 

H: 

BIDr : 

Hello. 

Secretary Hull . 

Hello. 

Wednesday 
September 28, 1938 
10:13 a . m. 

Go abead. 

Hello . l'lha t 1 s going on, Henry? 

138 

Well this i s going on, Cordell , which - I just 
finished talking t o the President . You know 
we ' re watching these German and Ita lian boats 
for him - and the St. Louis wh ich was supposed 
to sail on October 1s t - she ' s a Hamburg American 
liner -

Yeah . 

- is sailing t h is afternoon ct t our. 

I see. 

The Hasna, another Hambur g American liner, wa s 
supposed to s ail at midnight - she left nt nine 
t h is morning with no passengers. 

I see. 

And then in Puerto Ri co we just got word that a 
Germa>~ liner c ame in there and started t o unload -
she wns only half way unloaded - ah - pulled up 
her gangpl ank and put down her ha tch<?s and s a iled . 

I see. 

So and then -

That looks pretty s i gnificant. 

Yeah. And then at midnight Coast Gua.rd intercepted 
a message from the biggest r adio station to seven 
German boats all west bound - all small boats -

Yeah . 

We haven ' t been able to break the code but they 
all got the same message and they all got i t at 
midnight . 
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H: 
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H: 

IDIJr: 

H: 

HIIJr: 

H: 

Bl&Jr: 
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And I guess thay 1ve all turned back. 

Well we don ' t know but we' re working on it. 

Yeah. 

And I -
and I'l.l 
to you. 

I'll have a written memorandum on this 
mark it •confidential• and send it over 

Yes. Now, General Craig might help you on that 
thing; I don ' t know. 

Well - on the coding? 

Yes . 

Well, you see, the person who does our coding is 
llrs . Friedman, -

Oh yes. 

- who i s the Wife of Major Friedman; -

Yes . 

- who is the head code fellow for the Army . 

Yes . Ylell , the Navy - 11'hat Iwas g etting at 
finally , -

Wel l , I - I 111 -

Yeah. 

And I-

I get your idea and -

There • s a man down in the Navy who might help 
you r a ther than General Craig. 

Well, I get the idea. 

Yeah, 

And I'll tell thea to ask the Navy t o help. 

Yes. 

But I' • sorry to have to gha you this, but 
that • s it. And 1f I get an:t 110re during the drq 

I ' ll cal.l you. 
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fl: 

HI!Jr: 

H: 

HliJr : 

R: 

RIIJ'r: 

R: 

E!HJr : 

H: 

BlUr: 

H: 

RIIJr : 

R: 

RlJJr: 

8: 

H!JJr : 

H: 

HIIJr : 

HO 
- J -

Yes . Ah - thank :you, Heney. 

Have you ~~~zything to tell me? 

Nothing , except I - I had - I told the Pres i dent -
nothing except what I told him about a quarter 
aft er nine. 

Uh huh. But he didn 't tell me what that was . 

Vlell , Wilson called me from Berlin early t his 
morning - s 1x o 1 clock -

Yes. 

And said t hat somebody in the War offi ce was 
with some seriousness d i scussing a pr oposition 
f or the British Legion -

Yes. 

- to ah - take charge of that and carry it out 
in accordance with the agreement and let this 
thing be delayed a week or two, which might be 
done. 

Oh, I . see . 

Be said there's a - he sai d there ' s a bare 
bare hope t hat something m.ight start that. But 
of course Jive thought all the time, Henry , that 
this i s t he least part about the whole thing, this 
Czech matter; it 1s a matter of European domini on. 

That's right. 

And I'm sure that's what it i s . The on~ quest ion 
is whether be might get f rustrated b:r public 
opinion and everything to such an extent that he 
would slow down for the pres ent. 

Yeah. 

That's the whole proposition. 

Yeah. 

Well, thank you very aucb. 

You ' re welcome. 

• 
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\ h ~~"'0- J ~· . 
1 .~ .--ThE NOR TH GERMAN LLOYD LINEH HANSA, SCHEDULED TO SAI L 

UH ~~) PASSENGERS, SAILED SHOilTL.Y AfTER !I A, M, WITH tio 

. ,. s . 

·.R 'A"'SA SA I LS, NEW YOR K 

S R ?~tlrD TK~T THE GERMAN L~Ek ST . LOUIS, PREPARING TO rc.x ~ 

, , 
1 

~C1..L!l Lt:Wr fiS SOON AS PCISS!!ILE IHTKOUT TAKHIG ON • 
l . 

£. \ I 

A' , VP Tl<! i!OP'~H dEIIMAN LLOYIJ Lli~E: EARLIER HAD DISC LAIMF 0 " 

Of • VICES FllON &Ef<LlN TIIAT CEkMANY ljJAS REI'ALLJr;G T~£ M • ICI, 

F 'rf. MEt<CPANT MARl NF., 1 Ht.: L.lNEk DEUTSCHLAND IS SCI If L•.'l I l't 

1 , ~ATUIIOPY , AND TH!: COLUMBUS ON OCT, 6 FROM THf WEST 

,r;[., 81<[MfN SAILED AT 12 120 A, M, , CAkRYINC OtiLY 2ic!> PASSENCE 

Alf Tllf. NC1.rl~L BOOK INGS FOR THIS TIME Or THE YEA I< , 

tf . !l/28- ·loi9!>3A 
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WAR DEPARTMENT 

WAlt DCPA.rf'MCNT QEN.RRAL STAI'P 

Nlt.ITMIY IHY'&UeDfQ& OfV .. tofe. 04 

WAeoHIHO"TOH. 0. C. 

IIEIIOJWIDIII »O, 23 FOR tiiB CHIEF <I' SUFI't 

G-2 
J.ll 

Subjeot, the pr. .. nt European dtu&tion to 
10,00 A • .ll,, Septe.ber 28, 1938. 

Oener&l Situation, Sir Horaoe Wllaon, Chamberlain'• 

apeoi&l envoy to Mtl.r, returned to London without h&'Yizl& etteoted 

~ Tiaible .oditioation in Hitler'• declared intentione, There 

toll'""'d yuter<!Ay the oala, 41pitied broedoo.at of Chaaberl&in in 

whloh it -• a:ADollllOed to tha world that tha Britiah ~or had 

ex»uated enry lalown -o.na of reaohing o. po.o.oetul aettl-nt. 

'llh1lo at ill willing to aeek o. aolution, he o.ppeo.led to hie people 

to prepo.re for the 110rat. Be pertineutl)' pointed out that 1t -r 

0011180 it would not be ovor the -re proteotion ot the •ek C&eoh<>­

alon.Jd.an State, but o.,.r the ce»ro.l prinoiple of 'llbether or not 

o. otro~~t; o.~d at&te oould c1ow1 n•te Europe by unreatrained e'xel"­

oiae ot toroe. 

Mr. I!Dooevelt ' o r;e~»ro.l o.ppeo.l tor peaoo oent in the 

early houro or 8ept.aber 27. elicited .. reply traa Hitler whioh, 

ohorn of o.ll verbio.ge, oonditioned a peo.oeful aolution upon the 

aooept&noe b,- C&eohoolOvtJda or the a.,_ ultt..tua. .llr. Booae­

nlt retuoed to let the -tter reot on thet baaio , In o.notUr o.p­

po.al, o.dc!.Noead l&at nir;ht to Bitler alone, he plaoed the poooible 

war r;uilt oquarel)' on th8 Fuehrer hiaoelt. For all the delioo.oy 

ot Unr;uar;e, reoponeibility tor ~ 110uld, in the Pr.,.ident1a 

m1n4, he Hitler• a alone - with all the illplioo.tione tho.t world 

opinion in r;anero.l, and Aturioan opinion in po.rtioular, al.sht 
-teri&lhe to obatroot the re&li&ation of 0.~ alae, 

A lut aimlte (l0t29 A,.ll,, ESt) Mft naah traa LcmdOI1 

at&tea that in Parl~t, now in aeaaion, .llr, Clwlberl&in &DDOW>Oed 

that Hitler ho.a ~ to a Jl'our Powotr contereDOe to be held in 

lllmioh toaaorrcnr •rniDt;• rua o.ppo.rentl)' -• in reaponee to an o.p­

proo.ah whioh it 1a reported Mr. Chamberlain -de to 11Uuol1ni, aD4 

which -• &loo auu;eated in Mr. I!Do,.velt'a appeal or l&at nigl>t. 

rnN Fl DENTTAL 
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111litery 81tWLt1on. EYery11hne in Europe, 11111tary pre­

parec!neu h&a been i iitenaihed, 

Tho tollowill& 1ntorw.t1on 1a tr- pe.n.phr&sed 11111 tary 
Attache or State Depert..nt oablea or the preu aa 1nd1oated1 

Great Br1 tain -
From M.A., London, 5•44 P.M., Sept. 27, 

There are no additional military preperationa to 
report to-day. 

F..- heu. 

~ George declared a atate ct ...,r&ency which 
. enables tho Govel'lllll8nt to adopt lllt.ll¥ 1111r pow.ra . 

Full 1110b1liu t1on ot tho Navy will be ordered on 
tho 28th. (Thie will penoit the callin& to active duty 
ot about LO, OOO reeerviata . Q-2.) 

Properation.o tor rstionin& food were puahod , 
Rooruitin& inoreaaod. 

France - llo knmm oht.nge. 

Ge !"JII!Jll -
From M.A., Berlin, llt55 J..ll. , Sept. 21· 

Fin or ai.x divioiona ....., boin& ••aed alon& tho 
Cteoh border in Sileaia, it ia believed aa the result ot 
a recent aurvey , 'l'heae 11111 ta are the 6th, 18th o.nd 28th 
Divisions ot t ho VIII Corpa o.nd probably t he }rd o.nd 23rd 
Diviaiona or the I,ll Corpe reinforced by modiua artillery, 
2 tank reg!JMnta o.nd one obeaioal battalion, The VIII 
Corpa , leee 18th Divieion, i a in tho area Gleiwit&­
lleiue-Ratibor. On the ~ to the trontier pert or the 
18th Dirtaion peued thro"«)> w..ldenbur&• ~ tho 
night ot the 26th-27t h, 1110-rln& in trucka troa Berlin in 

tho direction or Sileaia, obaervere eaw at leaat one 
horae drawn into.ntry diviaion. J.ll llllite are at Ml 
1111r atr811&th w1 th traina cc.plete. In crdar to OOIIPlete 
tho concentration it ia belhnd two IIDre deya will be 

needed. 

CON Fl DENTI A L 
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Italy -
From II.A., Rome , thnl State Department , 

6.oo P.!l., Septe~~~ber 24 • 

.Uthough tl\e lllt.r llinistry denies &J>;y apeoial 111Ut&r)­

prepar~tiona, it is pr obable t~t tl\e Lybi~ ~d Harth Atrlo~ 

toroea have been brought to •r strength in ~r to the Freno!\ 

rei.ntoroemente in Tunie. 

From JI,A., Rome, thnl State Department, 

6100 P.!l. , September 21. 

Reported reli~bly Uussolini told Under-Secret~ry ot 

llit.r Italy would not go to •r unleao F~ce ,..re joined b)' Jacland 

against Ge.-ny. In t~t cue Italy llll.ght be toroed to enter. 

Apparently inatruotione have been given to make in aeoret all pre­

parations neoeos~ry tor speedy aobilhation bolt take no outard 

otepa. Believed etepa have been taken to mobili&e promptly ~bout 

2,000,000 men (10 ol~aoe a ) but aa to ~otu~l mobiliaation there i a 

no air;:n yot, except oalling to colora ot aoae OOIIPl••ntary artil­

lery and engin.eor ottioera ~d oertain enllated apeola liata and 

~rtillery men, to ~ nuaber not exactly known. 

Italian border detenaea probebly M.Mad tully bolt no 

erldence ot movement rrontierarda ot My •Jar unit.. In Lybi~ 

the 2 Corps believed a pproximately ~t war atrengtl\. 

llu.nitiona pl~ts ~pparontly on 24-bour buh - no erl­

denoe or &J>;y g..-t ino..-ae ot ~otivity in ~iroratt pl~to. lfo 

apparent steps to safeguard wor!ca ot ~rt in Rome, provide oivillua 

vith maaka or bolild A.A. retugu. In r~ct, it h not bell end ••Ita 
avaU~ble are auffioient tor key raatoriee and a otl vi u .. of tba 

GoveMIIDOnt. Ho definite proparationa to evacuate populati on tr .. 

Rome or other o1t1ea. 
!1\e tl\ought or golnf; to war in present a1 tua tion •• 

~n ~uy or Ge.-ny h not popul~r vi th m&J>;y anoy ortioera but be­

lieve the a~ would unquestionably obey ordera. Many older 

rese rvist olaasea a re decidedly ~t euch a war ud poaaibly 

oall ot the older olaoses might bring internal trouble. It doea 

not seem reasonable t hat if war oonoidered imminent Italy would 

nogleot the ~bove noted military prec~utione. Sltu~tion indioatea 

ll110ol1ni either believes war not u.inent or ~t in oue ct it 

bo baa decided not to beoo- actively involTed, at hut in the 

beginning. 
lfo report• troa &J:J;1 Onited Stat .. consular Al;enta u 

to unusual llll.Utary ~ctivity. 

y,_ JI.J.. , a .... , tbru State DepartMnt, 

8100 P. JI., Septnber 27 · 

Ciano reported to have told Balt;iM Aabaaoador eer­

tain purely preoautio•ry 111litary -·ure• had been taketo. mull 

I'"' lFlDF NTT AL 
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...,.,,1 •rud Fr•noh oi tiaeno ot ailit&ry ar;o it tbe:y did not r;et 
out of I to.l :y tMy ri1lted 1Dte......,t. h onoh lllb&u:y belinoa 
Italy would be 1DTolYed in a •r troa tbo 1to.rt ~~nd hao 10 iDtoi'IOid 
1 t o t;o ... ......,t . The henoh lind p&rtioul a rl:y the Bri tioh prop&ro.• 
t1onl ho.Te r;1Ten muoh oonoorn t o Ital:y whioh had hoped that Britain 
a t 1 .. 1 t woul d not oome into a • r a r;ainot Ge.--ny. 

l'roa Conoul , S~i, 5:00 P.Jl., Sept. 27. 

Ito.li11n oruioer MOnte Cuoool1 and r;unboat Lep~~nto 
lett here th11 A.ll. - Wllalown de1tination. Gunboat Ca rlotta now 
onl:y It&ll&n nooel in port . 

CaeohoaloTI.lc1a -

Proa K.A., Pro.r;ue, tbru State Depo.rt..ent, 
4:00 P.K., Sept .. ber 27. 

The ult~tua ot Bitler would render c .. ahoaloT&Itia 
praotioally dotonoeleoa. Co-.mioatione tror:. ... It to ...,et would 
~ d11oontinuou1, and indu1trial areal loot or threatened. A 
20-}0 milo bottle neolt would be oroat ed ~t....en llloro.rlo. and Bohemia. 
Demand1 are thoao ot rlotor to vo.nqui1hed. 

hom K.A. , Pro.r;ue, thru State Department, 
7•00 P. ll., September 27• 

Looal reaotion to Hitler • 1 1pe1oh vory bad. Enoour­
aG ... nt oTor attitude 1hawn b)' har:.oe and !ncl&nd. C•ech G-2 oon• 
t1 1'101 a:r prorlou1 o1tU.to at .. n undor o.rwo . He a lto roport1 
•- oir;ht Ge,_, dlrlaiono in r;onoro.l area Linaa-VilllDI, whlob 
tor;othor with 1-ller oonoentro.t1on1 north and treat • 1......, • in 
ottort to northeast tbrout;b 1outb Koro.rl~~n r;ato and 1eoondo.r:y 
ottort1 1outh and oo.ot at;&lnot Pro.r;uo. 

CONf \DrN fl AL 
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!a!p:J7-
i'rca State Dept •• 2 a00 P.K • • Sept . 'Zf, 

~ian ottio11Llo otata liO intention to taD 

Wlilateral aotion &&ainat Cseohoalon.kl.a and cS.nleo that 

Yugoelnia and ~ .. have notitied BUJ~&aey that tbe7 

will ueiat C&eoboaloYald.& 111 oaoe Hqaey att&oke. Re­

lationa with ~a a1ld 'fu«ool.arta. ~y aay. ban neTer 

been better. IUlltaey PNI*J"&tiona oontl.Due. lzlcllldiJ>& 

requioitioning private .otor Tebioleo. IUlitaey Att&obeo 

111 Bucl.peet eetuata 16o.ooo Wider aru but it 1o otlll 

cS.nled .obllicaticn oonte.platad. 

lllr;oolarla -
hoa State Dept •• ;! aOO P, ll •• Sept. 'Zf . 

All leave 111 Yvcoel.aT Ant:! atopped. About 6o. ooo 
Noerrlote called. Preloier Nported oal.Md by l!lmga.rian 

aeauranoe that their eftorta to oupport od110ri tiu will 

be by dipl.-tlo rather than odlltaey .. ano . 

Pcl&nd -
From Pruo - Unoontinoed -

'rhe Polloh GoTe:nDI8Dt &11110UDOed that. atter ope­

radio fiE)ltin& 011 the borcS.r• CseohooloT&ld.a had &flNed 

to •territorial rorloion" UDder Poland' • dsDanda tor an­

nexation ot the Teaoben {Cleu)'Jl) dlotriot. Beneo baa 

written lloooiold. that he 1o 111 acro-nt with plan tor 

Nrloion. • • , Poland. will t-dl&taly ouboo1t to 

Prague a plan for ~ oettl-t ot ito territoriiLl and 

11111or1ty d-..do iiXYolTin& 62•000 Pclu undar C&eoh rule . 

• • • Reliably Nported that Poland will daaoa1ld evacua­

tion ot 'reoohen by Caeoh troopo and authoritioo and oo­

oupotlon by Pclloh troopo . 'rhe ,.... bo\lllda.rieo will be 

fixed by a od.xed oammiooion without plebiooite. 

1.6oo.ooc Pcleo under 1.1'1&1• Foroicn Otfioe opoi<Ao.-n 

&11nolli1Ded that Pollah J.:nq - • ..-o~y to 80ft into 

Tea chen 011 Fricl.y or Saturcl.y • but that GoTenmm1t 

otill hoped tor a peaoetul settlement. 

"'-"'• - rr.. P,..oo - UnccmtirMd -

1111c Carol otudleo ~a'• pooiticn with For­

eip llilliater Pot,..oc...Cooooen. Buch&l"eot 111 touoh with 

BelgracS.. Bwl&peot hao been _,._4 that Buch&l"eot and 

Belgracl. han oonfirMd the tact that the odllt&r7 1Ll-

11ance with CaeohcoloYald.& atlll atanda. but P.- " '• 'o 

attitude on Sorlet troop tranoita hu 110t been oettled. 

IIJI4oubtadly Ib- n ' • will fOllow BritiahooFrenah lead. 

<lilly techl11oa.l Wlito haw been • blll&edo 

- 5 -
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tr.s.s .R. -

Pl'oa Preu - Unoontii'!Ud -

lloeoow r-ined ealMat oapital 1n !Uropo. Hitler• a 
apeeoh auppreaaed b7 p reaa. Voroahilo•, Datenae Coaaiaaa.r, aad 
U.lchlie , .Ueiatant Colllllll.uar and pol1t1oal head or an117, are both 
near Vladi.oatok taking part 1n a CommuD!et Part7 eonterenoe. 

Portll§!.l-

Froa Liebon , thru State Dapart.ent, 
JJoon, Sept.-ber 'n. 

The French Kinieter eaid Prlllier S&la&&r b&e recently 
had lont; intern ..... with the Ita lian aad OerMD Kiniatere but not 
with either the French or Br1thh 111nhtere. He aleo eteted that 
there are 50, 000 Italian troope in Smlle (Inaur~nt Spain). 
probabl7 beinr; held to enter Portu~l, 1n oaee of a r;eneral war, to 
prnent llri thh control ot Portur;ueu porte . In hie opinion a 
reYolut1on m&J break out in Portusal. 

CONFIDENTTAL 
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September 28, 19~8 

At 10:30, HK,Jr oalled the Preaident and said, 
11 want to be the first to congratulate you. This 
1• the 10: 28 tlasb: 'Hitler agree• to tour power oon­
terenoe. 1 The President eaid, 'He doeef • HK Jr 
then sai d , "Here is &bother - - 10:29 tlaeh. •ldolt 
Hitler has inY1ted Britain, Franoe and Ital7 to meet hia 
1n a tour power conterenoe on the C~eoh orieie at 
lluniob tomorrow 1110rning , Prime ll1n1ater •ev1lle ChaE>er­
lain intoru Coa1110ne1 • 

!be President said, 1 Uh- huh1 1 HK,Jr reaarked, 
11 think it 1a great stutt. I wanted to be the tiret 
to congratulate you. 1 !he President replied, 11'hat 
1& ,oaethingt Thanks Yery auoh. 1 
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1lednes<1117 
September 28, 1938 
12106 p . m. 

Admiral 
Leahy: Hello, llr. Secretary. This is Admiral Leahy 

speaking . 

HUJ'r : Oood morning . 

L: Oood morning, sir, 

HI&Jr : Admiral, you have in China a naval aide by the 
name of Lieutenant McHugh, 

L: Yes . 

144 

llli.Tr: And I just wish - 1t you get word t o him - that -
to compliment h1m - that I wish to co~~plilllent him 
on the excellent reports he ' s been sending us the 
last few days. 

L: Do you get special reports from him? 

HUJr: Yeah, 

L: 

HIIJr : 

L: 

BlUr: 

L: 

Yes, I will. - I'll be very glad to. 

He s ends word to our Cus toms Agent Nicho~son, you: see. 
Bello? 

Bello. 

And we ' ve been getting special r eports in that way. 

Yes, sir. Well, I ' l l -

HIIJr : I don ' t want to do any- -

L: I'll be very glad to do that. 

HIIJr : 

L: 

1111Jr: 

I don ' t want to do anything maybe be ' s doing 
this on the side, but ah- what be ' s been sending 
us i s extremely valuable. 

Yes, I know that; be' s sending us very valuable 
stuff too. or course, you know that be's living 
right with the Chiang Kai-shek family . 

Well I understand that be's - ab - I didn't 
know' an awfUl lot about h i m but I was told be was 
very close to Jtada• Chiang Kai-Sbek. 
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Well, yes. He l ives right with them. He lives 
in a house with them. I don't know how close he 
is but pretty close all right because he gets 
first hand information directly there, either 
from Madam or from Chiang Kai-Shek himself. 
And wherever they go he goes with them. 

Well I didn't know that. But this stuff 
he ' s been feeding us - you see we ' ve got K. P. 
Chen here. 

L: Yes, sir. 

HIIJr: Chen1 s trying to get information from Kung . 
And then McHugh sends word t o Nicholson WQy 
Chen isn' t getting t he infor mation t hat I'm 
ask ing for . 

L: Yes. 

RlLTr: See? 

L: I see. 

HI!Jr: And then he also gives us the dope on this 
fellow Rogers who is the British Advisor. 

L: Uh huh. 

HI!Jr : So, it ' s been~ useful and I wish to - I 
wanted to -

L: I'll send him a nice message expressing your 
appreciation of the excell ent reports that he's 
sending t o the Treasury Department. 

HUJr : Yes . And tell him t o keep it up whlle Chen is 
here . 

L: 

HI!Jr: 

To keep it up how long? 

Well, Just as long - ah - t o continue t o send 
these special reports as l ong as K. P. Chen is 
here. 

L: Yes , sir. 

!UIJr: You s ee? 

145 
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L: 

IDIJ'r : 

L: 

HJIJr: 

L: 

HM.Tr: 

L: 

P.IIJr : 

L: 

HM.Tr: 

L: 

HM.Tr: 

L: 

Hl!Jr: 

L: 

RIIJr~ 

L: 

IULJr: 

- J -

Yes, sir. I' ll do that . 

Because everything he gives me shows that Chen 
is playing on the level with us . But 1 -

Yes. 

I ' ve got some doubts about Dr. Kung. 

Uh huh. 

How does he - he ' s wormed his way right into 
the Chiang Kai-Shek household, huh? 

Yes, sir. He lives with them; wherever they go 
he goes right along with them. 

Well , it must be very usetul to you isn't i t? 

Oh, very l lie get the best information of all 
from him. 

Fine. 

And, !Jr. Secretary, another t hing: This morning 
I thought I was going to call you up and see 1f 
you wouldn't think of sending more money on each 
one of those things we sent over there. But it 
looks just now as though the thing 1s quiet for 
the moment 

Uh huh. 

llow I'm sending another ship sailing today -

Yes. 

And that wUl - that 111 get over there in t he 
course of ten days -

Ri ght . 

' 

14S 

But I'm going to send it . I thought that 1f thinga 
were as hot as t hey l ooked this morning - with all 
the Oeraan shi ps leaving this place that maybe it'd 
be better to put a lot of it oo one and get it over. 
But of course you have that in amd too. 

Yeah. Well , I Just want to put this into your bead. 
You may have thought of this. ! bat maybe Hitler iJ1 
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s t alling -

L: Yes , 

HJ.IJr : - long enough to get his ships back. 

L: Vlell, t hat - I t hought of that of course. 

lil!Jr: See? 

L: 

HIIJr: 

L: 

H!.!Jr : 

L: 

Hl!Jr: 

L: 

Hl!Jr : 

L: 

"!~r : 

L: 

RMJr: 

L: 

RMJr : 

L: 

H!.!Jr : 

L: 

That may be it, but it looks as though 1f they 
get together that they may put i t off for a 
little whlle at any rate. 

Yeah. 

It doesn ' t seem quite as hot as it did this 
morning -

Oh, nol 

No. 

Oh - and s t erling, which went down to 460 -

Yes. 

- is up to 472 473. 

Yes. It bounced right back. 

And the .Ehgli.sh - ah - who d id ov- had -
over forty million dollars in gold today -

Uh huh. 

Ah - t hey 've been able t o s ell some o f that 
themselves . 

I see. 

See? 

Yes. 

So, the whole thing !or the moment - we have a 
breathing spell. 

Yiell, we• 11 go right along with our plans as they 
are now. We'll send a ship saUing today - to be 
there 1n a bout ten days -
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Fine. 

And then we ' ll keep up the procession as long 
as - AS you want us to do it . 

Yeah. Well, what I t h ink we ' ll do i s - we'll 
continue to load t h ese ships and get this gold 
out - to keep it down to the present proportion 
which is obout a hundred and forty million we ' ve 
got on hand there today . 

Yes . 

And of cpurse the twenty-f i ve we 1d put on - ah -
what is it, the Summers - or the Honolulu, 
i sn ' t it? 

Yes, t he Honolulu. 

And then we load forty million on three boat s 
of the American Lines -

Yeah. 

And that ' s sixty- f ive millions- ah - Friday and 
Saturday will go out, which will help a lot. 

Yes . 

Now, if they should get people convinced that 
there ' s not going t o be a war, whY we m.ight even 
be able to sel l a l i ttle gold. 

I see. 
you 1re 
if you 
before 

Well, any time t hat you find out that 
not going to need another ship over there 
cen let us know I can turn it right around 
i t gets there. 

I' ll let you know in f ive seconds . 

Ye£:, sir . 

And in the meantime I've got - I had Waesche 
contact you and he's - he ' s giving you whatever 
I get . 

Yes , sir . Be' s given me all t he news about the 
Ger:uan ships. 
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I!IIJr: ll1 rllht. 

L: Thank ::rou. llr. Secretary. Goodbye. s1r. 

• 
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September 281 1938. 
12: 57 p .a. 

Dr. Fei s. Go ahead, 

Bello. 

Henry. 

Yes, Herbert. 

If you've got a minute before Cabinet I think 
you might be interested, 

Go ahead. 

I don't - I don't want to talk to you over the 
telephone . 

1~0 

Well gosh, Herbert, I•• tied every second - I mean •• • • 

All right. 

Can' t you do it over the phone? 

- Ah -no. 

Well why not - my phone' s all right. 

Ah - better not , Henry. 

Well what t s it about? 

Ah- well I don ' t know what you'll be discussinc 
at Cabinet - ab - there' ll be one proposal. You 
know Hitler•s replied - you know tbat? 

You mean •• • • • 

To the President. 

To the President. 

That ' s right . 

Yes. 
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And there ' s a question of what replr to make to 
hila. 

Yes. 

And there ' s seTeral. drafts. 

Oh. 

One i s being talked oTer at the White House now. 

Oh . 

Ah - ey W. :And that I think would be extremelr 
troubleSOJ!Ie. 

I see. 

Ah - and if i t comes up - ah - there' s another 
one that's all right . 

Yes, well l t d l OTe to •• •• • 

Well I - I tm giving ••• • 

I'Te got a man - what? 

Just - r ou' ll want to be obserTant. 

O.K. 

Right . 

Thank rou so much. 
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'-r1en (for brief 
Mau II 

• {en II 

September 28, 1938. 
2: 00 p . m. 

period) 

up 
;/ha t I wanted t o bring/ is 11na t nappened yesterday, 
i n my o~n si~ple ~anner . At Cabinet I gave the 
Presiaent a story tha t went all t hr ougn the thing : 
Toe Cninese 11ere bus ted . Bougnt the l ast silver 
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t hey had wnicn was f r ee, whlch was 19 million ounces , 
yes terday morning . All t hey ' ve got left is 65 million 
ounces , but they've all borro•ted against it; if we 
bought 65 mi l lion ounces, they would ge t e i ght million 
doll a rs . bverything else is gone . 

I said I didn ' t knoN wh~ther we wonted to do it now, 
but - una I s aiJ it was Just up t o the Admi ni str a tion 
t o make up thei r mind whethe r they want t o have pence 
in the Pacific or they aon•t. /•nd I sai d I t hought 
tha t t ney ought to Just come right out and lend them 
o nundred million dollars end let tnem dec i de where 
tney Kant to spend toe money, because wha t t hey want 
t o use it for i s munitions, s tuff to fight witn. So 
t hey tsl~ed some ana the President said, ~ell , ss f a r 
~ s ae was concerned, oe >illS willing taa t we lend t hem 
tae m~ney to buY, he saia , wneat, ana let them sell it 
where taey Nant t o Ena ask no 4uestions . 

t. nJ I sai d , "Well now, will Yr. Hull do t he s11111e 
tuing?" Mr . Hull s ai a , "Gi ve me & couple days to 
think 1 t over . n 

Couple days . 

Yes, t o t hink it over. And I said, 11 Tha t•s fllir." 

"'ilell , n 1ialla ce s .. i d , • supposing Ne do this - the 
Surplus ...:ommodi ty. Who ' s going to t ake the loss?" 

President said, "Don' t wor ry 8bout th&t. Jesse Jones 
ls willing to go int o t hiS taiog . n 
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"And ne ' d t ake the loss . • 

"And he ' d take the loss ." 

Whereupon Wallace comes over here wi t h his own cr owd 
und af t e r having heard the President make t hat state­
ment he t alks - he says , • Let's try this out with 10 
willi . .m bushels of whe&t. • lind then, having been 
through r t.ther a difficult time, I got & little impa­
tient, >~"hich 1 shouldn ' t, und I soid, •I just hrven ' t 
got ti:ne to fool a rouno N!th anytbing like tbat, ,,hen 
the Cninese neve got tneir bacK up against the wall, 
ana it ' s a -,uestlon, LS the Prtsldent put it: do <l'e 
want to ris~ the cost of one and a half bnttlesnips 
on tnis tO:.ng?11 See? but, coming out and naving heard 
the Preslaent s~y, •Let tnem have a hundred million 
collars wortn of whea t ana we ' ll ask no questions," 
tnen to come back t.nd start arguing about l J million 
bushels - I c ouldn' t tnlnk of any good dirty stories , 
so lt might have saved the s ttu&ti on i f you (Jonds) 
naa been here . 

"'0 tnen \!allace s~ ld thll t tney h11d JO or 40 million 
bushels of tills soft wheat up in the Northwest that 
they ' d like to get rid of, t nd he wanted a comml ttee . 
~o I saio, "No committee . I ' ll handle th&t. with 
whoever you say . Lither Ne wil l or ''e won't . I 1 m 
pretty busy rignt now . • I meun I wus a little short 
yesteroay ana - I mean all tills ta.lk , then when the 
?resident gives lOU the green light, wny, tnen t &lk 
~bout lJ millivn busnels . So we agreed we 1o handle 
that with Tapp. ~nd I t hought we 'd put Tapp on the 
spot today . You' re (Jones) busy, you' ve got a lot 
of irons in the fire and you' ve got a lot to do, and 
you don ' t want t o be w&st.ing your time a rouna tvlking 
about lJ milllon busnels of wheat . 

Now, Tupp says JJ or 40; let ' s find out and 1f he 
means business, all right; and if not , t he sooner the 
l.:hinese know it, the better, because tr1ese poor devtls -
tney ' r e rignt up &gainst it now . 

Ana then on t his other thing, this tungsten - other 
business, tnat' s another committee and we know from 
the ~hinese they can' t deliver any t ungsten . They 
na.ven't got any tin; they don ' t contr ol the province 
dnere toe t in is, tney have no control over it . 
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The only thing tney ' ve got is wood oil. "Then • 
they said , "if you sell your wood oil you 've g~t 
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to organize a transportation system t og et i t out.• 

So waen you get it til tbroll6h liJld done - &nd r 
wanted to t alk to you (Jones) about cotton, which 
1 think you control, don ' t you? 

(Nods yes) 

And the Chinese have told us now for months they 
don't want any wheat; t hey ' ve got wheat f or sale . 

They don't want any wheat . 

'laey aon ' t "4nt c.cy ·nhea t . Tne section where there 
is no fighting groNs wheat, and t ney•ve h£d a wonder­
ful crop; they've got all tne wheat t hey need . But 
tney no need cotton and t ney want cotton, end there­
f :>re I t hougnt .ve ' d go after J esse Ttipp end bSk him 
point blank, •Now what ere you r eady to do? Now 
don't l e t ' s was t e any time." 

But the ¥hinese have told us - Professor Buck, wno 
is over there for t he Treasury, has told us tney 
don' t want a ny wheat, tney don 't need any vhea t. Am 
I r ight, boys, on that? 

(Nods yes) 

What? 

That's r ight . 

If v1e sell them wheat and t hey don ' t want any wheat, 
do we still want to sell t nem the whea t? 

If toe Chinese say, "All right, owe' 11 t ake t he 4J 
million bushels of wheat, we 1 l l sell i t , ge t tne 
money• - t hen they turn around end sell it . 

oVallace backed up on tha t because it woula breelc 
toe world mc.rket. 

lhen he said, nwe ' d want t o know how t hey ' re go1n& 
t o sell tha t whea t, because they 111 break t he world 
market . " 
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Said h e didn1 t wa n t to trust t hem with more t han 
lJ .all lion . 
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li e ' s b e en talking about this f or three months - said 
.iey ne Taylor 1 s been blocking it - then whe n the 
Pre~ldent said, "Go to it" - I just want to know, 
J'or the President's i nforma tion , y ours ( J on es) e nd 
.Ll l l , whtc n - what t hey wa nt , s nd I want your help . 
You &e t tae idea . 

nll ri&h t, sure . 

Y.Ju ' re Jus t &s busy a s I om. 

!Jo "'" ·•l n t to sel l them s ome cot t o n too? 

••t!~- • Nn~ t I thought i s, on t his wheat business, 
lf LI•EY uo n 1 t come tnro ugh, cc n •t you li nd my Tr easury 
.: r a d nt· ndle tnis co tton t ning, uo we need r.gricul ture? 
"' 111 t .1e do this cotton t hing, uo :1e need t hese boys , 
.ee? Lon ' t ;; ou control the c otton? 

... 11 , 1 ' u h<ove t o s ee now w~ c~<n - we 've got t o c a ll 
tlu t co t t on, we ' ve go t t o ca ll t he lo~<ns, and Congre ss 
r.t ~ t ::.i)ped us • . . . . I think we mi ght get it out of 
till t million 6JJ thousvnd br. l es . 

1 our ~"" c.ention~:a tha t yestera~;y . 

Ho .• r..u ..:h J1J t hey 3 t. )' t uty need ? 

r .>ur lllill l o.>n uoll&r s •. orth i s wru. t t he:; need f or 
ln~·•>elves ln cotton ya rn, no t cotton good s . Co tton 

, trll to~;) •1 ... \.al(e . But i f tney too.< &ny more they ' d 
ut Vt t o.> S t:L l it, o nO t ne SbCie lllL l'ke t pr oblem would 
exis t . 

(Jn ,•hone) Goodloe . 

Is lL ,~ comlng ove r? 

Y~s , ne ' ll be here. 

tiel l o ( On ,hone) - ne l l o . Hel lo, John. Ha ve we 
~v~r J ec l oed - a&ve we ever decided t na t we could sell 
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toot mill ion 600 thousbnd bales or cotton? 
Think you would hove to do thut? \Vell , I 
wish you ' d do that. How would we have to do 
it? oloula we have to call it? Would we have 
to mature the loans? Vlell , I mean would we 
have to - what would be the procedure? Uh-huh. 
Ju$t t ake it Hll over &nd then sell whatever we 
.vant to sell. Yes . Well , will you proceed in 
th&t matter? Al l right, thank you. (End of conver.) 

We ' ve a ll decided thEt .. e could do it, but he thinks 
it mibht be better t o get a ruling from the Attorney 
General, and I told him to •••• 

~n~t ' s the ' 34 crop? 

lhut •s that ola crop, c million 60J taousand bales . 

!1011 , aoes Agriculture come int o the t picture? 

''!lricul ture i s r epresenteci on the Commod1 ty Cr edit , 
Cor poration boc,.r d , like t hey Llwoys have been. They ' re 
not interested any oth.,r way. 

It doesn ' t bave t o go through Tu pp? 

No, except be ' s on tnot board. I think we could do 
tha t . 

uell, I Just want t o let you l!now - 1-nd I Just - •e' ve 
!;Ot the .:hinese somewher e in tbe Treasury nov:, haven 1 t 
we? 

Yes, they ' re here . 

ilnat? 

lhey •re supposed to be here . 

(~o Kieley) Mr . Tapp here? 

Mr . Tapp, from Agriculture, here . 

I Just wanted them in a room there in case .ve wanted 
to talk to them. 

(Tapp comes i n) 
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Hello, Mr. Tupp. 
everyboay? 

How are you? Do you know 

I think so . 

Ur. Hanes, Mr. Tapp . 

l.l r. ~1opp , following up yest erday ' s conversation, 
see, you mentioned )0 or 40 million bushels of 
.meht out of the Northwest. 

PLclt ic Co&st, yes , s ir . 

Is thut the wheut beyond the itoclcy Mountains? 

Yes, sir, out in the spruce (?) country - 1'/ashington, 
Oregou, Idaho . 

Now, under what conoi t ions would you transfer t ha t 
wheot t o l.;hina? 

for resa le? 

~·or any purpose . 

For any purpose . 

uell , our l o£n vElUit there is 67 cents Portland; 
thut • s delivered 11 t t he port . Yle •a be very happy 
t o get thu t f or it. 'Hha t we're selling for export 
now, we •r e selling below that pr ice . 

::ell , what ' s your r ock bottom pr ice? 

••hEt 11r e you getting f or the export whea t?. 

Oh, rbout - on tha t type of wheat out there, about 
t en cents below t hat . 

'l'en cents . 

Yes . 

Does t ha t incluae ••• . •• 

Here's the point, Mr. Secretary . We have that wbeat 
and we have another, s ay, 40 mi llion bushels that we 
need to export from the Gulf. Now, if we sold the~ 

' 
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JO million from, say, the Pacific No r thwest with 
no strings attached and tney dumped t hat into· the 
f or eign ma r ket s , ther. we couldn' t sell the other 40 
you see; so i f we ••ere sell ins it to them for resal~ 
we ' d want them t o t ake the whole 70 million bushel s ; 
t hen n'e 1a be out of tlto for eign mt rket and we wouldn ' t 
care wl.a t t hey ' d do . But 1f t hey did thll t , they 
wouldn ' t be able t o get lAUCh for tb~t wheat . 

Now let 's understand each other . You' ve got 70 
million bushels f or sale . 

• ru:.t ' s wnE.t we ' r e trying t o sell in aodition t o 
~:ha t' s &lre&d;; been sold . 

57 cents in toe Northl\est , &nd ho;: much in the Gulf? 

.. 1311 , .1e 1 r e ,; .. ttins about tl3n cents over ttu;t doll'n 
toere: 77 cents - o7 cents, I mean. 

vn un aver age, s u)' , r oughly around 60 cents . 

lle cl oser t o 65 , but f ot· pur poses of an average, an 
uver~ge of 60 to 65 cents . 

ftveruge of 6.J t o b5 cents . ~ona i f you sold t hat 
you 'rd no longEor interested in tne world m"rket for 
this y ecr . 

Ina t' s right . But frankly, our expuience with 
selling whea t is such thE. t if they wt nted to convert 
tht t into c asn rapialy, til& t price woula go t lot 
lower than 60 cents, unless wur develops; of course, 
if war develops, we can tLKe cure ·of it ourselves • 

.Vell, we •re going on the bosls tha t t ney •re business 
men end tney ' a be gl~d to t ake the advice of American 
experts on how to ma rket . I mean I 'm assuming that • 
.'/hut? 

Yes . 

I mean tha t they ' d t ake the best advice on how t o 
lllerchundise it . 

~urther ass~ing, Mr . Secretary, that they may want 
t o space it over several months . 
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Oh y~s . But I mean we ' d tiS~ them and suggest 
a plen - be gl&d t o ha v e the Department of Ag r i ­
culture sugges t a plan &s to how to merchandise 
it ; s ay, do it over s ix months, or something like 
tha t . Huh? 

'l'hat wo uld be - Nell , I would suy eight months -
e ven eisht montns Noulo be all right . 

Yes, wnateve r - t en million bushels a mont h . 

If we shoula sell China 7() c1111on bushels of .,he at , 
tnen • e •d have no more r.heft t o sell . 

In t he ex,>ort market . Tha t 'ii;Ould make up our hund r ed 
mill1J n bushels for this year, our goal f or this year . 
. ,·,e 1 r e trying t o sell ~ hundred million bushels for the 
axport market . ',\'e 1 ve sold, up t o ~:~nd i ncluding thls 
mor ning , a little over JJ , So if ~;e sold them the 
7v in one bloc~, why, we could quit worrying a bout the 
expor t mr..r ke t f or t his crop y ear . 

• hen the t,uestion woulo be t hut t ney ' d go t o the 
o.xport-Import Bank sml borrow t he money to t ake it . 

'o1h~; t do yo u think ••.• 

I f t.ne wa r t ning drops out "f the pictur .. lind t ney 
try to s ell tiu.t ve ry r apidl.l , tney .I'On ' t r enlize too 
much money out of i t. ~hu t' s t he taing you have t o 
~eep i n mind • 

.:>up pose :;e jus t consiaered selling t hem the whes t nnd 
not worry !ibout the bAlance; Nould you think it advisa­
ble fo r us to sell tne whea t , 7J million busnels, to 
\;bin&? 

llell , the most s erious critici sm of t ha t would come 
from three places: Canada , Argentina, a nd Australia , 
beca use of what they might do to the expor t m~rket. 
••e wo uld n ' t b e s o much conce rned about tha t. You see, 
our domestic loan here would protect our d omestlc 
situation . 

llell, otbers would decide t hat . 

Whot? 
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I 1m telling him others would decide whether or no t -
the Administr ation, Secretary of State, • •• 

And I ' d be willing personally to explain it to 
Canada and to Australi a . 

~nd the Argentine . 

llo, I di dn ' t say the Argentine . Canada and Australia -
I' d be perfectly willing t o undertake personally to 
explain it . 

Well , if we sold t hem 70 milli on bushels we wouldn' t 
be interested in wnat tney got for it. 

Dut if He solo them Just the )0, we ' d be concerned 
about it . 

tlti,Y aon ' t you (Tapp) sit up next to L!r . Jones? 

(Tapp moves next t o Jonesj 

I 1m talking about the 70. 'ile1 d be out . 

!hat 1 s right . 

hnd if Japan wanted to buy some wheat , we wouldn ' t 
nave any to sell - or Gr eat Britain. 

<lell, we still have plenty t o sell, but • • • • 

Dut not f or export. 

• •. we wouldn't sell it on a subsidy basis . If 
tney'd come in ana pay the domestic price for it, 
why, the domest ic price would still be open. 

::> t ill have about 295 million bushels . 

Dut we wouldn't be subsidizing . We ' d feel our 
responsibility for subsidizing it had 'been met . 

Bow much subsidy, about t en cents now? 

~en t o fourteen . Ten cents on the Coast and 
fourteen in the Gulf. 

t ourteen in t he Gulf and ten cents in the Northwest . 
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1exbS always gets a better price . 

• hat ' s right. 

"e sola thr~e ra1llion bushels this morning on 
tna t bulge before toe good ne~<s c ame out. 

You did sell taut - 12 cents? 

Botn the Gulf ~>nd the Canst , I suy , on that bulge 
in the f a rm ma rket . 

.. ell, tnot muKes it look much clear e r ttu:n 1t did 
yestero& y . You •ve been doing u little t hinking 
since yesterday , haven ' t you? 
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:.ell , our ;>roblem, see, is the t if you•re going t o 
give tnem this whea t to mercnenuise, then .c nent 
to 1;e t our 17•10 le t ning out so tile t tney won ' t be 
c:>mpeting wita us . Frlinkly, we're rll<ving a very 
d ifficult t ime selling whea t in tne e xport ma rket 
under L ten to fourteen cent subsioy, t>nd i f we g~> ve 
t11em " block o f wheat to work on against us .... 

1 unaers t :.na . 

Ye:. , .e 1d jus t cut our o•m tnroL ts . If tney 1 ll t Dke 
the ~hole business •.•. 

I don' t sec way we 1 j talk ~;bout whD t they ala with 
the whet> t . 

~f t ney t ake the whole business, th~< t ' s r ight, :Ar . 
J ones . 

Ufficia lly, I woulon 1 t worry about it . Unofficially , 
if t hey w&nteu our "avice, I ' d give it to them. Is 
th;:J t right? 

xes . But I ' d leavE it to tnem. 

ns toe President said - tne Pr esident said, • Sell 
it t o t hem, lend them the mon ey to buy it, and ask 
no ques tion s . • Now, t twt ' s wha t the Pr esident s a id, 
wo r d f o r word . 

In other words , we want t o sell the wheat. We went to 
sell t he wheut , and if Chinn will buy it, give us the 
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mar ke t price for i t, why, we ' ll sell i t t o them. 

•r she wants to borrow the money from the Export­
Import Bank •• • • 

l•e •ll talk t o them about it. 

'.l'hey iney possibly wan t t o store it, for all we want 
t o know, against a bad narvest. Xou can't t ell now. 

:/ell no;v , tha t would give us enough, J esse, f or you 
~nd me to talk to the Chinese on, wouldn' t it? 

I think so. 

I think the big point Ne wLnt t o keep in mind, Ur . 
Secret a ry, is that we don ' t want t o give t hem jus t -
we ' d like t o do e1 ther one of tl':o things : e1 ther sell 
trLelll some wnea t f or domestic consumption in China .••• 

That ' s out. 

. .. . on a creait basis, or i f we 're going t o give them 
a block of wheat to s ell, then ••e want t o give them 
&11 we ' ve got t o sell, not give them something to 
come back at us with. 

l.l r. 'lapp, t hey don • t wa nt any wheat for domestic 
consumption. 

lhey ' re buying hustr&lian flour now under a bigger 
subsidy than 

1hey can use some ln Shanghai - a little. 

It gets down - do you (Tapp) want t o sit in ~rhen 
we t alk t o the Chinese , or want t o leave it to Mr . 
J ones end myself? 

Xou go ahead . 

Xo u 1d like t o sit ln. 

or course I could listen . I'm a very good listener . 

Well now, do we went t o jus t put t his 
a minute lilld then t alk about cott on? 
your ( Jones) baby. You can talk. 

t o one side t or 
Now, it1 s 
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Well , can we sell them some cotton? 

Jn t he same basis? 

Got to sell 1t on credit . 

ror possible r esale? 

(nods yes) 
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We 've got this pr oblem in cotton . ~e have a million 
u5v tnous&nd bales of the 1934 crop covered by a 
1:<-cent loan, .. ith a pr ohibition against its resale 
unless - before June 30, 1939, unless it brings the 
~mvunt of tne loan plus carrying char ges, which we 
coulu ge t around by r e l easing tne cotton back to the 
~roducers for sale a t some price ; but tnen each 
individual producer, you see, would hEve to sell 
~n~ t t nrough some agency we might establish or desig­
na t e to nandle it . 

'lhirut we ' d nave to go t hr ough that? .Vhy can ' t .ve just 
t &ke the cotton over? 

If you take title to it, thllre 1 s a provision in th& t 
xct, which Senator oankheud put in t here, ..• (mumbles 
.• or ds - not understood) ••.• 

I thoa&ht tbbt was decided - it didn't apply to the 
one c.illion 6l>J thousand bales . ' 

It applies - any cotton any Government agency takes 
title to can' t be sold unless it brings back the 
original loan plus carrying clwrges . 

lhe ~ommodity Credit Corporati ori doesn•t agree with 
you . 

I s ey we can get around it by releasing it to the 
producer for sale, as long l< S 1ve don 't t ake title 
t o it . 

1hut was the Smith amendment, wasn't it? 

Yes . Makes it a rather compli cated transaction. 

But from the standpoint of the poor Chinee, what ' s 
be do? I mean he needn ' t ~ow about • • •. 
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He 1a j us t have to be willing t o buy the cotton. 
He ' d hove t o offer, I surmis e, t o buy tha t much 
co tton. 
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I would have, I t hlnot the Secr e t ary ( r;allace) would 
huve, much mor e hesitancy about going into t his thing 
on cotton tha n on wheat . In the fi r s t pl£ce, foreign 
countries are not subsiaizi~ the export of cotton 
t.S in the ct.se of wheat . \'le re not subsidizing t he 
export of cotton. In the second pl ace, the export 
mt.rket for cotton accounts for more tha n 50 per cent · 
of our cotton . If we sold them cotton on t his basis, 
they un<(uestionably would be reselling u part of t lul t 
cott on d irectly in competition ~ith the Uni ted States 
Lnd the other cotton exporters tnst a r e trying to 
sell hmericen cotton; ~nd it wouldn' t represent in 
any sense a net increase in expor ts, und it mi ght 
or ouse so much Entagonisrn on the part of t he r egular 
exporters of cotton as t o 11 ctuslly cause us to lose 
some exports , wnicn l s not 

Tt. liting abuut 1:. subsiutl.ed S~t le or 11' you sola t o 
th"m a t ma rket pr ice? 

Solu t o them on "' creui t bt,sis, so tl.ey 1 d be convert­
ing that into aollurs . 

Lven though you sola it t. t full ~Erket pr i ce . 

'i tiS . 

• tniM ,{e ' a need to stooy t hbt a littl~: bit, .voLt 
you C!in do . If you aon ' t mine, we ' ll need further 
s tuay on it . I ' l l get t ne boys together and I ' ll get 
tne l t.wyer s t oglither, see Nha t t ne 9rocedure will be. 

Now ao you thinA we ' r e r cudy t o cx,>lain this to the 
Chi~ese t o s ay that~this is whe t we 're thinking about 
ana tna t t hey should consult t heir Government? I mean 
we ' r e not making any commitments, but we 're t hinking 
about 70 million bushels of wheat. And I want t o 
just 58y that we 're t hinking of selling them this and 
we 're t. lso thinking of' possibly lending them the money 
wi th whi ch t o buy it, and that they ·••• 

Sell it to them a t the market price . 

• 
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!lot with the ....... ? 

Not wi.th the subsidy . 

No? 
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Our position wi ll be a lot 
tbut Nhe&t at the murket. 
us of being money grabber s 
~t the same t ime .••. 

better if we sell them 
Somebody might accuse 
and bard-hearted, but 

l.hlte : Be n 15 per cent down payment, i nterest on a loan 
tha t they 're making right away , if they have to 

·absorb tha t subsidy. Be some 15 cents on every 
70 cent s borroNed . 

ri~&s : 1/ell, maybe !olr . J ones means the world market price. 

lll1j1h1..nt: ~>t a very time when we ' re trying to sell. it elsewhere. 

Jon~s : 11ell , I think Ne c11n ta l k about tha t . 

H. •.Jr: \'/ell , I th.i nk if' we ' r e going t o do it, l e t ' s do it 
gr acefully . 

Jones : I •m wi lling to be graceful a bout it. I ' m willing to 
lend them the money if the l aw will let us. But we 're 
selli ng t hem ,.·beat end letting them do what t hey want 
t o do with i t . 

H . . • Jr: Well , supposing I put it this way . VIe don ' t have to 
say n~tbing about the subsidy today, but i f - I think 
if l?e ' re going t o do it, I 1d like to help Agriculture 
carry out t heir subsidy policy. 

tiLLS : 1'/ell, tha t ' s the lllli rket pr ice, the world market price . 

•nlte : But tney ' d have t o turn ar ound and t oke a loss . 

H.lo . Jr : If they 're willing to s ell it t o them plus the 
subsidy, let ' s Just amongst ourselves ••.• 

•ntte: ~r . Secretary , I think George has o point here 
that •s not clearly understood . 

1L?p: Yes, sell. it to t hem on o world price ba sis. 

Ro«s : Tha t ' s right, t ha t' s wnnt you hlld in mind . 
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You take t he s ubsidy out or what? 

Section .32 . We lre buying wheat ever y day . We can 
continue to buy• t r om one loan fund end sell i t t o 
them t hr ough another . 

Tha t 1s a ll r i ght. 

o'lorld price basis . 

That ' s the basis to t alk on . 

;/orld price basis . '-11 rignt, gentle:nen? 

Jf course, take a little less money from the Export 
onnk . All right . 

-
16G 

••ell now, I •m going to say th-. t this is the way we ' re 
thinking' tha t tney should - you sec, it t akes them 
four or five ,Jays until tuey get f message off, get 
it back- it' s no commitment, und that i f in the 
meantime t hey want to get down to details on this 
p1.1rtlcular wheat deu l , Raas i s carrring thi s f or 
me - George Haas, and former ~nemher of the World -
t.ondon '/;heat Conference . 

All points eas t . 

Yes - pai d his initia tion fee . So 1 111 - then I ' ll 
t ell t nem if t hey •.vent to get toe details a s to 
now this tning works , wny , Geor~c, you'll escort 
them over t o ~r . Tapp ' s office or ~. J ones ' office. 
t!ow1 s tha t? 

Be all right . We ' ll meet any time tha t suits them . 

I •11 sketch it t his way , huh? h tha t all right? 
Going fast enough? No, l want you (Tapp) to sit 
here please . And we ' ll put it on that basis . 

Nhat •s the other fellow ' s name? 

Is ~u wi tn then or aen? 

~ think Vau is with t hem - yes . 
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lolau'l liow do you s pell Uau? 

o!-a-u I think he spells it • 

Tha t ' s t he fellow ••• 

Vet•y ttlin . 

J. s Ren her e? 

Yes , but he hasn't a ttended ma ny conferences • 

He was here this morning - the heavy- set fellow . 

Tnat ' s W- ••• 

111-a- u. 

Ar cnle, bring t hem in . If there ' s three of t hem, 
wha t ' s t he other f ello1v 1 s name . 

H-e-n - Ren . 

Rem? 

R-e-n. 

(The Chinese come in) 

-
167 

:.!r . Chen, l.lr . 'I'epp represents Secretary /'sllace in -
•e 've got what Re call a Surplus Commodities Cor por a­
tion . knd this is Mr . J ones • 

.• e 1 ve been talKing over whb t we might be able t o do 
t o be nelpful to China , &nd we h& ve trus suggestion 
t o m~e . But r want to make i t ver y plain i t is not 
~ commitment on our par t ; it is a suggestion . 

Yes, yes . 

I t wi ll give you a chance to cable home wha t we ' re 
thinKing about. We ' ll have an answer, oh, by maybe 
wonday, you see, and then by tha t time we possibly 
could say, • Well, definitel y, yes," or •No." But I 
want to make it very clear that today what Mr . Jones 
and llr . Tapp and t he r est of us are t alking about is 
s imply a suggestion. 
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Yes, I understand . 

but not a commit ment. You understand . 

Yes . 

N~> N , tne - I always call it the DepErtment of 
•• gricul ture; it lsn' t. 

'lh~ t • s right . 

'ilht. t ? 

'lru.t • s r ight . 

Is th~t right? The Department of ?.griculture has a 
poli~y taut t hey want ed t o ~ell on tae worla's market 
ll hundr eu million bushels of wheat a t t he world market 
price . They hav~ disposea o f some JO mi l l ion bushels, 
wnich leaves them approxim .. tely 70 million bushel s , 
of .vhich about 40 milli.)n bushels is up ar ound 
Seottle - wha t t hey call t he North1vest wheat; and 
t ne othet• Ju million bushels is in the Gulf, a round 
uous t on, Text>S . 

>'ltu.t we wer e thi!U{ing ubout was the possibility of 
suggesting to China t ha t tuey buy from t he Surplus 
Commod1"1es ~orporation 70 mi l l ion bushels of wheot , 
Lnd then t he Export- - a t the world price, and the 
~xport-Import ~ank woulu be reaoy to l~>an tne Govern­
ment of Cnina tne coney Nita whlcn to buy this •heat . 
hnd t nen the wheat is yours . 

llo~ , if this plan met with o favor.,ble reception 
~n the part of tne Chinese Gover nment , and after 
we hac more t ime t o thl~< about it so we could say 
a eflni tely yes or no, t he only suggestion 'they have 
would be the po~siblll ty that the sale of this would 
be uistr i buteu , say, over a nwnber of months , so you ' d 
hbve a chance t o - it wouldn ' t all - might distribute 
i t over six or eignt months, you see, something like 
t hnt . 

...:ue'n: Yes . 

a. :. Jr : 

... ntn: 

oo it wouldn't all be disposed of a t one time. But 
t he whea t would be yours • 

Yes , yes . 
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Mtu isn' t tnat about t ne idea , r.l r . Jones? 

Thst 1 s bbout it . 

lio you wan t t o go into it? 

1C9 

I t ninK that ' s ull right . If t hese gentleme n wi l l 
<..O t ne i r ct.blin5 , W t~ 1 re retrdY to t aL< t o them wheneve r 
tney ' re re~>dy . I n tne meLntime we ' ll meet a nd find ou t 
vh& t .,e ca n do , who t Ne wa nt t o do . Be ready whe n 
t ne> ' r" rt;ady . I ~ilinA that ' s llbout all there is to 
it . 

t:o, -r . "-:liJ.J. rue ve I expressea i t about r i ght? 

"- es , tna t 1 s a ll r ight . 

" e ' ll send t nis c a ble ll'Ml.Y L<>night . 

les . Noll' ~lr . Chen, Mr . Ceorge Haas on t ills pe rti -:u18r 
thing .vill work Nith you .. • .• 

.i. e:J • 

•• · """ Nill gt:t ~11 t he dt.ttlls t itat you need . !f you 
olt.Ht t .> , f..,r i:lS t !. nCe , g v t unytnin;; mor e from Surplu s 
v~~o.,ities ~orporation or f r om tile R . F . ~ . , he 1 ll NOrk 
.;ita you jus t ::.s long cs it ' s necessa r y to get you 
the necessary infor mll t Lon. 

~.oa-mm . 

but you neve tne ide&? 

1e=s, yes . 

··11 dght . 
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PARAPIIR.lSJ: OJ' TJ:I.Imuv SDT 

TO: A:aerioan J:.baeey, Paria, J'ranoe 

DATI:: September 28 , 1938, 2 p ,a, 

JfO. l 711 

STRICTLY COliFIDJ:Ii'l'LlL . 

You are requested to report to ue any 1nfol'llat1on 

it may be poaeible tor you to get without directly in­

dicating that you haYe been instr ucted to do eo as to 

what action would be taken by t he French authorities, 

in the nent a general European war breaks out, with 

regard to stock exchange transactions and liquidation 

ot holdinge of American seouritiee. 

HULL. 

S.Alll: Mutatis mutandis to 

J:J.: Ll'f 

AMLJ:GlTIOB, BIRI , SI ITZIRLAID 

AliLJ:G.f.TIOI, Till: HAGUJ:, lll:TI!IRLAIDB 

~i .. 
· ~:··'"· 'Jt1 ""' ..... 
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REB 

Secre t ary of State , 

·;~ashington . 

PLAIN 

London 

Dated SeptembEr 28, 1938 

Rec ' d 3 :10 p . m. 

)075 , SEptembEr 28 , 6 p . m. 

FOR 'l'REASURY FROt.: !lUTTER'.VORTH: 

ThE City, lik E HonsE of Commons , has thrown its hat 

i n tht a ir ~~d tht atmos phere of opnrts sivt tension has 

suddenly evaporated . 

I ncidEntally, a banking housE with ExcellEnt Italian 

connEctions bas thE dEfinite impression that thE British 

Oovtl~ment also had the word conveyed to Mussolini that if 

his (;Ood offices \'/Crt forthcOmint: IVith HitlEr thE British 

Treasury's opposi t ion to financial aid for Italy would 

undergo a change . The initial reaction of the mort 

politically mindEd group in thE City is not only to con­

sider that thE ptak of thE orEstr>t Czech orisis is past 

(althou:n haecling negotiations an~ difficult moments will 

no doubt Ensue) but also to regard ~ussolini ' s action as a 

Justification of Cha~bErla in's Italian policy and that the 

way may, i~ dut course , be open to a four power pact. 

In 
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R£8 

2- !/1075, From London, SEpt.28 , 6p . m. 

In fact , in thE first rush or reliEf thE chickEns arc 

being very much counted before they arc hatched . 

All ma rkets immEdiately reacted, the dollar going from 4. Gl 

to 4. 70 and then to 4, 71. The 3r1tish Fund took really 

very lar GE nmounts of dollars a t both 4. 70 and 4 . 71 . The 

fra nc likewise appreciated froM 179- 3/4 t o 178-1/2 . 

KENNEDY 

ALC 

·, 

-........ 
..__ • · I 
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'EDERAL R.ESE .JE BANK 
OF NEW YORK 

~ " 3 ..!. o 

( oFF E CORRESPONDENCE DAnt.IJptebv •• ltM. 

suaJ•c.T• JILIPIOII COIYah!Ioa ma 

lAIII: OJ' IIOJ.AID. 
T COIJIDII!IAL liLII 

L. w.JaAk._ ____________ __ 

I ealle4 letlllv •• '-01 md quotet b1a oar -n•• 1 

e111t.1oatd tha\ we bed• eul)' 1D \be dq• .old &ao.ooo .,atan h1a old 

1old prioe but had rt'fene4 the \raaaaettoo hue em the ra\ea 

dipped. 

llafter rettl'l'e4 to ou hllf!loee oouwaaUoa WI eoJDtq 

.od reponed \bat u requ .. te4 tb.,. bad paoke4 aad· DOW read;)' tor 

ahi pae\ tu.ooo,ooo per n-• Wubiqtoa aod tlo.ooo,ooo '"' the 

llaolt J'alooa. Be a44e41 bowt'fer• \bat tbia ••• 4et1Dih17 \be 

l1.tit ot \bt!r oapad'T \bh wHIC. I tb•ked bia and told bJ.a t bn 

Wt would table \be DHeiiU7 1Jldruo\1on a 0'11 tbt $1'&1000*000 teali"'J 

ncar4111& tbe tlo,ooo,ooo I reqau\t4 h1a to awau tunher aMen 

tro11 111. Bafter 111&1111\ed that 1! tb11 lh1~111t oollld 'be no14et 

1\ would betp the • ,r .. t deale laWker nated that 111 tb t helt •• 

lhipt1111h ooapleh4 all ot wr 1. aooouat 

and t bq would the 1tan 011 B aooo••• 

Be refereeS \o the 4tltrerer loaw• 

eouldD't ... the pl4 do• to Pon_..\b oo a Jatui'4Q' ud wolll4 

t buetore 4o the loati.llc oa IIODU,. loalAl \bat lie all rich" I 

replied \bat tt that ,.., \be atwaUM n would han te lie all l'illlt• 

1 1Dqutre4 wbetber \b.,. bad ttaf.lllt4 the loedtq • \be 

lloaolulli a'i4 la*er na\e4 \bet all the celd ba4 llt8D aatell dtltn.,.. 

about \~q •4 \ba\ be wald afttll •• to \bat ett ... 'r tQle \be 

til'l\ '"-' .......... ---· _ .. 
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P.uw>I!RASJ: OJ' TJ:Lm!Wol REOJ:IVID 

FRCit: Allerican llabaeey, Paris , rrance 

DATE: September as , 193S, s p .a. 

JIO.; 1633 

FROW 0 OOBR.t.B • 

-
174 

The Bank of France 81nce laat Thursday, and par­

ticularly today, baa been quietly and i nformally tighten­

i ng up on giving foreign exchange in line with the auggee­

t iona in the memorandum which waa handed to ua on Sept•ber 

as (omission) . The rate of 179 wae reached ~Y the apot 

rate in Pari& only today. In London the rate of 179 waa 

reached t his after noon. At almoat 4:30 today the newa 

reached here of the meeting at Wunich tomorrow; t ereupon 

t he pound jumped from 4.61 

turn in the f r a no trend. 

also a 

At aix p . m. I had a t alk wi th my friend a the Bank 

of France. I n late trading he said he had gained enoll8h 

eterUng at 178.50 to cover hia exchange loaa of last 

evening on the New York market, and a small balance was 

left over. Wy friend aa1d that the message which Preai­

dent Rooenelt sent waa •~~&gnificent1 • He 1B now optiaisUo, 

a s are my other banking frienda here, including the 

representati'le of the Bank of Italy and the Br1Uah 

Embassy '• t1nano1al counselor , that nentually there w! ll 

be ach1ned a peaceful solution. 

The Bourse had cloae4 when the nne of wu .. ol1n1'• 

1nterYenUon 
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intervention reached here, therefore there waa no oppor­

tunity for recovery on the weak stock lllal'ket of today, 

The British control had during the day sold 4e m11110D 

dollars , in addition to gold, but by six o'clock bad bought 

back 12 million dollsra. 

END KES!UGJ:. 

BULLift • 

• 

.. 

k:LII 
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ror t he -re\erJ'. 

rt.,..... for """1• Cla1aa '""'""'" .... uporlo for ...... 19JI, 

all l..a Chiuoe 4ollan, are ae f ollon1 Yo\al !.~~pone 77,llD,051 

a.o4 \o\&1 OllpOJ'te 110, 20;J ,6ol. ~no of pU - , lllpoJ'\o of 

o11Yer - · ellpOJ'\o of pU 515 ,162 pl4 wal\o - -"• of 

olln r 2 ,~12 ,910 OloiMM 4ollau. ••- ••up raw pU wal\ 

ill Sbo•&b•' f or Ohiae• 4ollan for.....,., wn 2.2S7. 
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( SOJ>haber 28 , 19:;Q 

: o : The Seer etarJ 

Fr:~m: ~_;r . Ranee 

1 \a.vtt j ust l::.ad o. t f!lephone e&ll from hall l!arria, 
·• u ' •ed =.e to peat thle .,.,14&• alone to :fOU: 

(:} =:nt !n t~e event o f hoatll!t!ea h~ ~111 1a1 
r,)"; t~er he l a tel~. L"Ul e'~ to i'aaht::c;ton 1:'oce-

•' tt::- ~, :..~lp :·1u lc c.:.;; WQ ~t cu.. 

• 

( ") :":e S. S. ::-.,ah!:>gton ur!vod H U>vre n>>n todey. 
~ < n: d1-chru-ee her e<>r t;o. len ... !ian • :!'rl~ nl.cht , ./ 
Z· t~ brr 50th , ~~ tail ~or Acer1tA trou So~t~ton on ~ 
: t,;,. il:.-r l ot . ~~e l a anxi oua to h.o.vo :·,u cor.t1rn the 
... .. :."'~ . ~ .. 0 . '01.:. t o be '.! t abor.rd for talltnc October lot. . 

(~) :~" S. S. :~nhattnn , arrivlnc 1n ~'er. ! or': on 
•t r"!'l: , Se-:.t c:Jber ~Sth, r:ill toil t or ntvr~ on Saturd~ . 
• cto~tr lat. Cn t~e r eturn VOl&Ge ehe will leavo SouthRcpton 

n Ct'~<"~'l.Pr l'Jth , n1d tie 11 D.l'l.X1ouc to t;et co:U"lr-...o.~it)n for 
jt' ~ $25 ,000,000. ~ld f~ r thrt •~tllnc. 

{ ') '!" , ::er!"iF ~-'vlced .,e tt.e.t t he S. $, m~ -hich 
: ! 1 I'! :·etttrd&y fro:~ Ce:--.r..::ey , ~.r!S C6'1Celle<, '.er v~;:~t:c u~ 

r • _:.ooned t? -;:>r~ . 7:e ala., u.id ~.t !J..4 Juet ' .etu"d & :a.::or 
1 ·""" ! t c?·Jic not v~r!!"7 t~ t t .. t S. S. :r•::e.:a •~cl1 $""11~ 

~ .. at r.:. -:..t :r-,_ :·e;; York .,..,., r etu.rnl!'.,_ t , :7w !or::. ~. 

• . ~ r L .lti.dF \l.aND.$~'l"'.Ablf' t o U . 
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TREASURY DEPARTMENT 185 

·----ftOOI ..... 
TO 

Secretary Mor.-othou a.,. ....... ltall 

Hel'IWl OlipiiMt 

Bel froa:!at kpart B Ma:rb1t l'!!let,'pt;te 

'!'he cb&rpe ref....-.4 to wre CGftt.J.Md 111 -..Ia elated 
Kovcllbor JO, 19J4, aDCI Jl'ebnar7 n, 19JS, ado 117 II'. Jolool ad 1lltrocl1uled 
in ovidance before the Concre .. toa&l eo.tttee lllY•U·&atillc tM 'hmleae• 
Valley Authority. The cbo.rpa 111 oubatonae, i.Diotar u t11v at'teot tM 
Treasury DeportMnt,are that tbrGa&b the -we or ... ~. -­
il:propar or DDt, arble prod'cloM 1D qaarri• .....S 117 a-tor l!cT71 Q1oll 
quarries nre aa laade req,Ured tor \be pw:;DIM ot tbe !.Y.A., - .,.a.­
tied by tbe Procure 11 t D1'1'11i• 111 ~ --.tiJ tllat til& ~ -
boUiht at twice tile price or IDaD1l.l.e 8U'I>ll, - tbat .. a renlt or tile 
value so e'atsl>lUIIed 117 actual. ll&lea to Gova t a&&DOiel, a .,...., lljp 
Vlllua can be giT<m to tile propert1eo - 117 11cT7 'llll.ob wwl.d be .,...., 
di!Cicult to refUte 1D aliT coad-et1011 aatiOII llroacbt far tbl uqaiait.ia 
of tboee propert1ea 117 tile T.V.A. 

In tile heo.riJIC tMre _. 11<1 teet~ 117 lckel ad DD elal>-­
tion of what _. M&Dt 117 •-we or - an-..•. It clewelAoped tllet 
tbe proj ecte 111Yol:ncl. ....., tM J!H~Gt Pl·ocaz t !loo!ldtac ..S tbl Pon 
Office a t ~. llew tort. 

Du to t11e J&'"'Hilt statui or the -ttee'• 1llYiat1&at.ia, ao 
J'urther 1nt....,.t101l -wt be obto.1Docl. hGII tM ...-. &a ~ at tb1 
Coaoittoe 1e tftice .._..l.olecl. tile tan tllet the -ttee lle4 ecl.joaned 
•ithout. dAte aDCI F'' 1oq -u aot roacn·- ll8t1l -u.e 111 OetGIIer 
or Ho.-n1>er1 that t11a ~ or tile ~1Jip, ollllu ~ to ~ :o, 11e4 
not been trauor11>ed or _.. aot dll1lel>le 111 the otftoe ot tile -ttee. 
Tbe llinutea 'llll.ob are a-U•hl• -Ji«ated 117 ret- til&--­
•Xl>lbtto or the ~Marillp before u. rr..s.uat "" t11e .._.u ot t11a -.. 
ll:all or tile T. Y.A., -m..,. ~Me ... ot trau4 111 tM uqaiait.ia 
or tbe Berry 14opae., &1111 otMr •tten rel&UIII w tll1a a-aJ. ~-· 

·~----..-r---
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The President's report 011 thU beariJI& ahowa tbat tbere...,... 8 .,.. 54 
e.xllibits offered 1D n1cleDce. !hoM •ta1.al to thU 1DquU7 bbo011...,.,. 
uere not attached to the report bu.t ,..... clapodted b)' the ~14...;•:;.u, 
the Secretary ot Steto. .lD ~ .., -.M to the State DeiJU""-t u to 
the availabil1t7 ot tbeae cbiblto. 'llle atter .., reternd to tile lleore­
tery of Steto who ate ted that the Prea14at had ~dell- tboee 
e.xhibite to hiJI aDd tbat he cou14ered ~ ooat1claatJ.al 8lld II<IUl4 - ,..._ 
lease tb .. IIZltll atter the cloae or the bmtet!&ati.Dn bJ the eo.tttoe ot 
the Congress. 

The iDquJr)' ,.. then dJrectocl to -toYer 1Dtorat1Dn .., aftiL­
able in the Proeur....,t D1'1'ia1oo. 'llle 1DquU7 in the Proaur t Di'l'ial.cll 
\taB conducted al0J18 t'IO l..I.Mal (1) 'llle tecto in OCIIIMCtioo with the plac­
ing of samples ot the II&Zb1o i.DTolTed in the seaple roca ot the Pr.,.,....._ 
ment Division, and (2) 'llle naa1ng ot thU arble in the -1t1catl.clle tar 
the construction ot the bulldt nce in ~tieD and other lm!ldtnce . 'lllere 
""" supplied tho origiDal letter tr.. S.O.tor llcltellar ot Tennoaoee1 dated 
Varch 291 19321 encloeinc a COPT ot a letter tr.. •jar llerr)' ~·tine 
information as to tile proc«l\IZ'e 1D coanection nth -..icm ot MRp'•• ot 
certain marble which bl had dieconrecl .., proport7 in r...,eeeee. 'llle 01117 
o t.her correspondence 1D retarence to &&Rplao whlch aa euppUed b)' the Pro­
curement Dlvillion, wae the correllp(llld- in coanecticoo nth the .W.U.ion 
of 88lllples ot arb1e 011 .&ucuat 301 1932. 

'!'he -• ot the IIIU'bla .w.ltted at that tae are not the nuee 
of the marbles which are """ oa dloplar 1D the &&Rpla J'OOII 8lld llbich _.. 
specified 1D tha apoc1t1cat10Da reternd to. 'llle 01117 other l'OCCII'da in coa­
nection with IUI7 ot lloJor Berrr' • arblao are the CID'NDt recorda and a 
cemorandua of Jlllla 41 19.361 contetnlng certe1D dete1la ot the ll&ri>lae 'lb.lch 
are now on d1spla7; tlleretore 1 Oil the papers llbich _.. proc!Doed tbore ... 
a gap as to any correopooldenoe rr.. .a...,..t 19.32 to :s- 4, 1936, 'lb.lch oeoee­
siteted a thoroup rea41nc ot all the d-te 1D the t1lae partain1Dc to 
tbio ""ttar throup thU period. 'llle •torialltr ot th1o lioe ot iJIIiu1r7 
""" tho question 'llbetller tbl particnlar ...-blee opocitiod 1D the apoc1t1oa­
tiono 1nwo1Tod ware 1D tact Oil dieplar 1n tho &&Rpla roca at ~t at 
the t iae tho apoc1ticat10illl ......, -.. 'l'h1a baa a otroag bear inc oa tho 
queetion as t o how t11esa atoriala -to be~ 1D the opac1t1oat1oaa. 
In gettinc ""t tboae tilaa I touod that allot the corr.opood_, d_ts, 
and dote ot IUI7 nature on all Mtoriala ot uq k1Jid _.. collected chrCDo­
logicallT 1D one g....ra1 tlla. 'llle reeult ot tb1a ao that an mz!•tigl 
or tans or vvm•·D'• at do"!"PH w MCI!Ierr· IB add1t1oa to tMa taot, 
all o! tho correapood-• 1D OOIIIIeCt10D wi th all pbolea ot partlcnlar OOil­

tracte eTan ot the -t routine nature, ......, oollacted 1D - t1la and the 
~ 

to 
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107 _,_ 

1. 'ftlat tM d1.p1q ot tM """"" ot ....,., •• -- .. Ja­
itiot.cl b7 IJDlW State. S..tar .,.nor ot f ••-J 

2. 'ftlat U.. opec1tt•Ucu fw ~ • U. • r•ollk r.n at­
fico Job .,..... 1D Tiol&U<>a ot U.. ordoor ttl U. s.er.tar,. ot u. ~ 
requiri.Dc that U..... be '""'m,; 1ll Uoe epeaif1Dou- a ~ t. u.. .f_ 
teet that •tlla DAII1Dc ot a j:U't.1cal&r ~ -. t. Udi.Doto u.. ~ ,.._ 
qul.recl alliS ... DOt to eye! ... arblae '11111do, 1a .... .,. .... ot • ._._ 
'l'ioi.Dc U'Chl.toct, wwl.d &:1ft U.. - ..-.lto 1 • 

3. 'l'loat U.. az1c1Dal llpe0it11lou- fw tlla •· ••Ilk Poet at­
tico did not - art>U fer ..U.oot.t.i.DI bat u..o. epeait1Dou- ...t -
1nt• ororo l&t.ar cbt.m&ecl at U.. :reqaeot. ot t11a Poet Oftloe ~ t. 
·~•it,- ...-llleJ ('!!Ia .q ..-Ill& llpeCitW ~ -. tw u. -
which W&O McUc1ble 1D quaDtit.)".) 

.4. n.at 1D c1'1'111c .., •Uaato tar t11a -1& ~u .. '1111Gb 
~ao 011 extra, due to tboo cbaDp 1D U.. p1au, tbooro -. a d1epooto u t. tboo 
nluo ot tile WOJ'k to be doM, tile Proaur t D1Tidoa o!atwh'l tboot tboo 
eatlaoto - b)" tile ooatzoactar .. too la1cla• ,_. o.tnetcr otat.cl tlw.t 
tbo h1cb price -. due to U.. uorb1t.&Dt. lait prioe of tboo ~ opeaitJAd 
which ...... of tbe - -1ft alliS llardaet t. ·- ot .., ot tboo ~~ 

5. 'ftlat u.. plau .. llpeCit1DoU.. .. Uoe hMral llor•b-• 
J!utldtnc epecitiecl &ro..tolla ...t Iilpa'1al alaat llll1olo..,. t1w. .. -.-too ttl 
tbo Berr,. qauri.. . 1M)" ooato1D, bo "w , tile 8laue u reqa1rod b7 Uoe 
onlor ot tboo Sec:retar,. .-.. ...terrecl t.. ,_. -Vutar • tiWo Job -
aittecl oa"P'e• ot f_. o!Jtt..t t.,-peo ot al'llle tor •cb ot u.. opeaitiecl 
lllrblaa but 1D •cb - U..- .. rojoot.cl b)" tboo Procoz t D1Tia1ca. 
Tbe BtiiOTalldua of rojectica ot ..,. of t.beeo ...tllea atat.clo "GraT -to 
reject. Brocatolla d•1rod. Spec. oalla ffiT la1cla pol.UI& ~ 1D 
lt&nkatoj • 
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7. Ill coaaeot1011 witla t111.t ~ob u.o, ...s 1a ~tile 
qusstion whetbu - ot tile ""P1 .. lllkitt.ed wu tile eqaiftl.eolt ot -or tho Berry ..rbao, tile ,._u.n ot tile t ... ~ eo., tile 
eOC!Jl6D1 which hod tile IIXGJ.u1n Mlllac aa-q ot lolrz7'• .na, wu -
expert aDd tile oa1T explll"t, 10 tar .. r-.1 .... .u.s 1a '" ~ this quoaUCD. 

188 

I t 1o a:r opi.IUon that - n'1.tl-. 10 tar pzoodaaod tn. tile reoan11 or the ProcureMilt D1'ri11011 1o DOt Atf1ciat \a .U. IUQ' t 1adlac ot •tile 
oxercioo ot ,.,. s.an-•, bat tllat tMre .... ..tr1ciat taN \a -.mat pursuJ.nc tho -ucauca tw t=. A" Jt1a ~ w111 ta1oo -u=bl.e 
tia. It wUl _, tlao ..... u.. ot tlao ala1ot ot- IIOIIIpl.e ... <- .. ordered out ot ton Gil ott1dal bu!MU &ttor til& ~ _. lt.rt.ed) 1 the architect aDd b1l nbarc'••to• wllo prepued - Proaur t Di'ril1ca 
plana and epoeUicat10111, tbo latoniowilll ot til& triftto a:robitoct wllo­
pared tilt pl&Da ud epecU1•U... tor til& •- -• Pooot ottioe, - ...,.... 
rtsing architect, aDd tile - -t.ftct.on - _.. .._u.s '" ~ -.. ter1ol8 , aDd~~ ot lclotl, - CIUet Qeoloeilt ot- , ....... , '" ptbor aueh w ...... u .. be 11u u \a- llu1o t• 1a1o r.pon. n w1ll u.o 
be deairaba to obtaiA tllroacb propa' re-tat.1ool oop1ol ot - alaD1to 
introduced on eYi.d....,e before - Preel.AI&t. 
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llli.Tr : 

Oper ator: 

HIIJr : 

0: 

HliJr : 

Leo 
Cr owley: 

HIIJr : 

C: 

BIIJr I 

C: 

IIIIJr: 

C: 

HIIJr: 

C: 

• 

Hello . 

llr . Crowley . 

Hello . 

Go ahead . 

Hello, Leo . 

Yes, Mr. Secretary . 

Wednesd~ 
September 28, 1938 
4: 27 p. m. 

Cy told me about his conversations with :you 
and I wanted to tell :you that I appreciate ~ 
.BIY.2h what :you're doing . 

Well, I'm very happy t o do it. 

I t helps us out on a very difficult situation; 
and I want to be f a ir to t hese two men and give 
them a chance to turn a round, 

Well , we had a board meeting and passed a resolu­
tion, so it 1 s all set. 

Well , I'm~ 111.1ch obli ged. 

Thank :you very auch for calling me. 

Ooodb:ye. 

Ooodb:ye . 

109 
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190 
29 Septa.ber, 1g11, 

12: liO p.a. 

TU t ollowta& lator:aUoa lou beaa NU1ft4 troa tile rar a-at (Capt, Cul8oa) udar dete ot Ill S.pteaber, 1938: 

n. tall ot "- &1~ ot •aiiD• at .. rl7 dete, poutblJ t.11ree we11a predlote4 ~eoa .... ot lap&MM p...,.... .. aDd u. ....... aortal aoU't'i'J 1a 
tile 1luMa 111 u .. plua r_,.,.l adnDCa "llelou Cll.laaM a1U t&I'J' lleadq,....tara to llalll7&111 ....... laltan craat ....... , ot detaua worb Ioera llldloate u 
lo .. t a pra\aaaa or tl&htlJII, pro'bablJ alo111 aorth e.lld aut ddeo or ~uotow. IUIQ' l &'boNra 4a~ llora to aout-.a'-J'd 'beoauM ot VIa QpOpular 
ooasortptloa ot labor due to oftouaUoa ot 'battle area rtUa&aa. lla!Q' opportualtlaa tor oouatar att&olr are bela& loot ctuo to tbo protoulldl7 
ooaplex Mt 11p ..,Ill tile U'IQ' uaHo. Tile cu .... record the oo~ oporo\laa rroa 5 lii7&D& wlVI lta lubaldllr)' OOliiU ae tile ... , deJ18UOua tllrttat . Ballan COCIWilata '-<!tatal7 attar tile tall ot t'ba ol'f are prepared to orpaha t'ba Il'llp&ll area. 011.1•111 a\111 ooattctaat but app•ra worz114 aD4 11o eqa lie 
a&raea wl VI llao 'l'aa ~· • ploa tor tutlll'l CIIJ.u •Ill oil I d .. orlbod la .., wrl twa report, U!portaat t .. turaa balaa: ooatlaua\loa preeaat ao••raaaat 
wUII \ba lateat ot aatabllaiiMa\ a 4-nouo atata b7 allalutlJ18 oorrupt el-ata, laatltuUD& ata\a o,....rall.lp or alua , nollroad&, ud bub; t'ba 
dnelo~a\ ot •-n ooopanothao aa4 •-una-at or prtnte aatar-prt .. ud la•eat.Mt ot t oNlp oapl tal tl'DII U.Ooa utlou w'bo treat Olllaa 
u All equal. 0 11.1&11& eleo a aoar\14 abaolutel7 \lw\ Aaboaaador llo111 llad to 
Ilia, lla•las tallod to &In llorcutbou oartala 1atorutloa ooaoerD1111 loau 
wll10b lie bad -· lutr110tM to do. !1owl oauetas tba SeoNtar)' to 'ballna IUD& (IUalatar ot ll-• ) lla4 double erooaad u.. •- Ollla111 t rualetod durl111 tiiJ.a lahrrt... Fatrl7 raUa'bla ~urea ad'Ol & .. that ..,'blla -boalaad UAl to ot tllraa d1 rtaloaa OJ'I&D1Ud 'b7 'l'aa& Ill Po tor purpooo ot ottaOirlll& llubu or Kaalrlq recaJ'dle•• ot outoa.. at ubaa. Baoauea tlla;r han ao poll Uoal 
uu to ar1a4 . Ta,. Ia Po a Ddar aou\11 beDit aD4 SUA Uaa Ollua&Pill5rt11 
be lilt are oouldarad 011.1• • a aoa ttald oo~ara. 

IJVIJ:)Jt 

8Pa 1Ja 'jja 
nt e ,... __ 

l ......... ,., @54 
. . . ',.l' .,,~ -o ................. 
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( September 28, 19~ 

Saw the Pree1dent at 5:26 on the af ternoon of 
the 28tb. 

191 

I told hia of our plan to put D1gge and Oppergard 
over with Leo Orowl e7 tor three aonthe beg1nn1ng Ootober 1 
and putting Upham 1n as Firat Deput7 and Act i ng Coaptroller 
until we swore in Preston Delano. The Preeident eaid 
that's all r1gbt. 

I then told bia what we had agreed to do about 
China and he 1aid that'~ tine. 

I said, It ' s aoat likely ooourred to you, but, I 
said, it. eeem1 to me that Hitler needl aore time before 
he can tight, t or tbe following two rea1one: (1) General 
Craig report• that be needs two 110re d&)'a to mobilize and 
(2) it looks as though be neede at least a week to get 
hia merchant 11&1'1ne baok 1nto port. For that reuon 

they oan't help but suspect that his oalling of the con­
f erence may poesibly be in the nature or a stall for time. 
The President said that he had thought of that. 

I found bia Teey oala and 'f'ery 111110h pleased with 
the reoept1on that hie ~eoond meaeage bad reoe1Ted. 
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TREASURY DEPARTMENT 

INTER OFFICE COII4114UNICATION 

DATI< SEP 18 .. 

ro S.oretarT ot tbe Tr9UU17 

rooM lasara. Oliphant end Lochhead 

OD September 23, 1938 Senator ~ pbolled end aslced tbe tollodng q1188-

t.iDnSI 

(1) Ia tbere azl1thjng in tbe Stiver Purabaae &ot 1lb1ch eould 
prohibit us b'oa retllaing to blq .Unr troa l cd.oo -
tholl&h n baiT it b'oa otber COUDtrioat 

(2) Pllrtheraora, it n were to do tbie1 eould i t in cr n:r 
UDd81'lline our acquiaiti.on ot doae.tioal.l7-ained .UY81"f 

It is INBC&Irted that you aq oda.lt to bave Senator ling adviaed aloag tbe 

tolloring lineal 

"You are, ot course, tem111ar aitb tbo provia:lona or seo­
t1oo 3 ot tbe Silver PUrchase Act ot 1934, puraumt to 1lb1ch tbe 
rreaour,y acquires allv~~r. 

01e are satding to you tor your intoraat:l.oa a praaa rslease 
of llarcb 281 1938 reletive to tbe _,tblT au .. er punlh&ae ar-­
rang11111111ta aitb ll«d.co. !'he pri.ce llb1cb baa be., paid tor nnl;r­
lliDed la:ican allver baa not boa. in aceaa ot tba curr.,t pri.ce 
pr8Yailing at the tiae ot purebaaa. 

•s.tt11111eot b.T the !l'&UUl'T tor D~'ped c!eoaeatic aUY&r 
1s not, ot oourae, deterained UDder the SU..ar l'u.rchue Act ot 1934 
but is llada in accordance aith the Prea1dent1a l'rool.uation ot 
December 21, 1933, as aodif'1ad, at tba aonetaey Y&lue ot silver leaa 
a deduction tor seigniorage and aarvicea pertoraed b.T tbe goYarna.,t. • 
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I aa attaching hereto a telesraa receiTed reeterdef 

tros 8eoator Tb._.e ot Utah. I talked to the Senator laat annillc 

at !1: 57, Wuhington Ti .. , OD the tel epboaa, u I 414 Dot wodarotand 

the a1at ot th atkched telearaa. Be e:rpla1Ded that be could Dot 

put &~~TtbiDc 111 wr1 tiDe resarcU.ng the PreaideAt ot the Chlll'ch .,.d 

beeeeobed u Wider no ciroiiUt&llcll to MlltiOD that 111oU tut1011 ill 

connectioo with~ telephone OODTareatiOil with bia Oil the twentr­

einb. Be atated, banTer, that be bad talked to the Heed ot tbet 

0r&&II1Z&t1on &lld that the7 could do notbi.ng tor the J'u4&e, &lld ae 

on altlrDat1n be dee1red to talk to the J'udae ' a oldeet '""• Hemy 

D. and would telephone ae asa1n tod~ t he reault ot h1a conTeraa­

Uon. S. r.arlced that be cono1dered thie bO)' quHe eupertor to 

hie rounger brother liTillc here 111 the D1atriot. 

S. telephoned .. &aa11l todliy at&UJii that be bad ~ed 

to tlle 70UJI& ..,. .,.d told hla about the -raen01 &lld that the '"" 

atated that 111 cue the -1'1"'07 b••- an actua1U7, it llr. KciAvre 

were to telephone the J' qe, ult bJ• to cou to '" bia, and tall h1a 

that the Prea1dellt COilddered the bllrdlll would be too areet tor bla 

to continue 1n hie preeent aai1&Daent, t hat the J'udae would taaadiatelT 

Taoate. Tbe Senator etated be kDowa troa oonnreat10D that the 

Praeident llaa a araat atracUOil tor t he Tqe, &lld he 1a cartaill would 

not do "'Tthilll to .-~>arrua hla. 

s. akted that the eCIIl adnaad h1a that the J'udae llaa rated 

an a~t tor the wUtar -the &lld ._. plauiJIC to raaip ill the 
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ee.rl7 aprlq. 'l'be Sellator pointed out that the J"ud&e and hie 

twl,y are 11110118 the Ye:ry taw lnd1Yiduala 1n hie St ate pose .. ai118 

allY wealth wbo ue openl;y wpportiq the President. 

lie atated that excapttns in t be nent or a 8"81'• 

194 

....,rg8DC7 it 8JJT act10D were taken before elaotlon, or that it 1 t 

were enn ruaored that aucb ·action were coct•plated, that 1t would 

not olll.7 ll111tete agaillet' tbe .Senator in h i.e cupaign tor r"leotlon, 

but would also be a gral'e lnJuetloe to the Preaident , aa bla aa.aiea 

t hroughout the State would claia that notwl t hatand1JIO! the J"ud&e baa 

s pent fif'Y ot t he eightr yee.ra or bia existence workimg tor the 

Democra tic Partr; bad been Deaooratic National Co..Utteeaan troa 

ble State; State Cbairaan of bie Par~; ~aiatant Secretar.y ot the 

TTeaeu:ry 1D tbe Wilson Adainietration; tbe candidate of hie ~ 

t or u . s. l>enator, and had bean one of tba Praeidant•a eiDCera 

suppor t er• 1D bie pre-connnUon cupaign 1D 1932, t be Preeident had 

diereauded all of Ulia becauae be thought 1t politlcall,y expedient 

to s upplant hia. 

Whi le t h e Senator atated that be, ot couraa, had not 

reooU~ended hia, nnertbe.le88, due to tbe J"ud&e'a ~81cal condition 

and the reputation wbioh be enJQY• in bia State, be felt it would be 

practi oall7 iapoaaible to e.l11l1nate bia Without irreparable hal'll to 

t he Part7. Be atated that under no cirouaatonoea allould auoh action 

be t aken Without tirat baYiDC lllr. l"arl ., taka the •Uer up With the 

PreaidiiDt and acquaint h1a With the political hal'll that auoh a otioa 
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would cau ... 

All ot ~be above , ot couraa, waa predicated on the 

Senator's conviction that there would be no war, Be ie convinced 

in view or the contnplatad uettng to be bald toaorrow between tba 

tour power• aentioned that the ditticultf will be aattlad without 

racour .. t o araa. Be stated that, ot couree, it be were ~ 1n 

hi e au111pt1on and an •ergeney did arlee, be didn't have tba 

altahteat doub t that tr the suggestion outlined above, naaalr, to 

have Mr. Mcintyre contact the gentlaaan in question, were followed 

cut, tho gentleman would 1 .. ediatol7 coaply' Witb ~ request aade. 

It would appear that failure to convince the Church that 

thlf ebould take care ot the 1udge bae caueed a change of attitude 

on the part ot the Senator, ae ba appeared quite w1111Do not oDJt 

to apeak to the President or the Church, which be claiae be did, but 

to aleo endeavor to convince the oon t hat hie father abould retire. 

It would appear, however, the son instead hal convinced b1a &QJ ouch 

action , excepting in the event or a national ... rgeney, would be 

dotriuntal t o the Senator'• re-election. Be atatad be believed 

both Senator Xing and the eon res1d1~ hera in tbe District would 

also agree w1 t b bia resardtng the hera to the Part;y which such action 

would precipitate at this ttaa. Senator Xing, however, laat March 

l?th, at a St. Patrick's Dq dinner tn tba Mqtlower Hotel, ... very 

bi tter tn bia reraranca to the ludge, which I UD4aratu4 waa ctua to 

tba aupport 1n • prlM.J'J eon teat that tba ludga' • eon real ding 1D 

Utab bad NDdare4 Santor nng• a opponaot 1D hie laat caapetsa. 
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S1noe wri\ing the aboTe, Colonel Monroe 1ohnaon, 

AU1atent S.oreta%')' O! ec-erce, telephOII6d ae thh .Ol'lling 

(September 29th), atating that praoUoall;y the entire Church 1a 

ogainot Senator '1'110111&0 and un.leao eoaething 1a done in hie behalf 

be would loee. He etated he had oonn)'ed the 1D!oruuon to Chip 

Robert end 81.18&••ted that I adrtae Ill'. 7arl.,-. 
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l'ftOCUIIIEMDT DIVISION 

llnWll'lJ lrftartauut 
) 

197 
TE.l..&Qflt..,H orrec,c 

) 
QOV OL 

IALTLAKECITV UTAH 9 ) 2 A IE~T 27 ) 

STEPHEN I DII80NI fill I 46 
) 

0 MOYLE 80 N 0~ J UODE MOY LE II OU T 0~ TOWN, HE WI LL ~ETU~N TODAY 
) 

TOMOftROW PLEASE WITHHOLD ANY ACTI ON UNT I L I HA VE HA D A CHANCE TO ) 

T• LK WITH HIll, I 8HALL AOV 18E AS EARLY AI ~08111LE, t IIOPt I CAN IE 
) 

ftEQAII08 

E LlERT D THOMA8 U88 
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TREASURY DEPARTMENT 
WASHINGTON 

S.pta.be 29, 1938. 

Briefly the olroUIIIBtallCee leadill£ up to the req ... at or the SOcial soour­
lty !!Oftr4 th!.t the 'l'reeeur,. 08811!18 the runctloa ot aoalntaiDin& COODpanatlng baleDCOI with banko tO orraet tbo Deed or d1 rect pa,...nt of bank Hl"fiCe cbargee trca appropriated tunde In connection 'Ill th benet! t pa,..nto under the 

>mll<lplOfCI&nt coo:Ip~~nsation prort8lon8 ot tha Social S.Ourlty Aot are ae tollowa: (l) The Boanl , following tbe lona-eotablhbod practice or the Treasury, adopted tho poUoy or oomponottins bank balenooa In Ueu or the actual PJ11'!1ent or bank oerwioe cbargea. 'l'llo on1111111 thle could bo acccap11ohod 11118 by authorizing or directing the State ageD­olea to witholrew trCD tho llll•ploJ!lont Cconponaatlon Trust Pllnd eut­tic!ant amounts t o aneblo the state asenciu to ,..intain attpulatod mJa1r1m b!klances 111 exceaa Cit tbe amount nececea.ry to meet current booortt peymenta, with resultant losa or intereat to the !'lm4. 
(2) 'l'lla Boord, uPOn a1hico ot 1 ta C8110rel Counool , now toal8 t hat it will be nocoaoary to rocoll!.ldar thla pollny md in t he future to authorize or require state a~DC1ea to withdra" trcm tho ~-ploy­mont Compensation Truat Jl'un4 only ouch ....,unto aa may be nocooaary to ceet current paymenta. 

(:I) Aa the banko handUng the t.coounta must be C011pon8atod In """" I!II!Jmor , tho alternat1To, ao indloot od , 1o tho 41ract po)'Dlant ot bonk oervico chart;e8 at an ootillllltod annual coat to tho llbitod stet11 (lrhoo the F"6l'tllll 1a in tull operation) 111 oxcooo ot $1, 000, 000. 
Tho oxporlooce ot tho Troaoury in deallng witb tbe ADA1Jo18 ot Oonrn­llentol accounta with benko tends to Indicate that , ror tho proeont, ocmpeo­

ottlnt bank balanooa are IIIDl'o deairobll than tho pa)'Dlent or direct ssM"1oe •hL"t••· This Ia oapeo1ally true under tho oonditiona govern!Jlj; the banotlt 
P~ent oceouoto aa the Social Sacur1t :r Bo~.rd hao no direct contacts with banka 
h t ••••••arlly operates througb tha stato "~""lea in all cue~. P'urthe!!IIOre, 
the Bow'l1 bee had no prowiouo oxporloDco In tho matter, whloh taotor oleo mia:bt 
lond to Increase tho ooato to the QU.tod Statu. 

trhU 1 ouch t1&o •• 0 detinl to an4 pe:nsanont poUoy doa11Ds o1 th t hlo ~:>tttr moy bs adopted in oooperetlon with the Board, 1t 1a ball8nd d .. lrobll 
tor tba 'l'rooour,. directlY to IOlplrwi .. the depositary arrang-nte tor tho boootlt PIIYttont acoounta In quoeticm tllro~ Its rogu.larlY eotabllabod depooi­t~~ teol litiea. 

• 
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TREASURY DEPARTMENT 

WASHINGTON -

The Ro110reble 

Secretary HeDrY JlorpDtbau, 1r., 

'l'reuury Dep&rta.nt, 

11Uhinctoll, D.C. 

Deer llr. Secretary , 

Hone !ODe. Sept.-her 29th, l9SB 

I 

I enclose data on YUnnan, juot r eoe1nd trc. Dr. Bue>l<. 

Like laot WHI<'o material , these report• were typed trCD his notes end ere 

oonoequeDtly une1sned. 

R .. peottu117, 

t.....:.J ~Ou ... ~ 
:bid S.llll4ere 
Secretary to Dr. Buck 

..... .. .................. ..... t fll ...••. . 
II?"JUn n · · ··· · • 

~= ~PDn'Cf 111&18£01 
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To S.ozoetal7 llevJ -.r .. atllaa 

flul 1. Lo .. 1DC lllaalr 

1 
201 

S.nral kiDde or Cl\lrHDC7 an ill o1rwld1oD 1a l'luulaDtlt: C...tral 

llaDlc or Cbilla Dotu; ol4 proYiDolal DOha or the llltteD BeDlt, wlll.oh are bei.DC 

replaced b7 tbe - llltt• 8eDlt DOtea , &114 wlll.oll are .,re tzoequaDt17 oh'ft­

l atM; pl .. tzoea ot IMo-Cbine; eDd •~eD ~Dotes. Ole! llltte DOha ... 
u"hf.JI&e at 10 t o 1 'lr1 th Cctral Banlc Doha. w .. l'uttan nota a exehance at 

2 to 1 n th Central BODit notes. Central Bank Dotee ftl'e l .. ued larsal7 1D 

one clollu noha . Lerp nota a ere not l u ued ln order to aTOlcl eblp~~ent ot 

notea to HoD&Jcootc tor tozoelp exobsnae. The total ftmount or note luue b7 

J\aUea 8eDlt la eetllMted at 30 lllillioD. There 11 DO "' ot aeeertaiDlll& 

the elliot -t, u tbe Banlt cloea not laeua rell8ble tlDODeial ata -...ta. 

Banlcera c!MJ. ill tbe ftl' loua DOtea at ~111'71118 rates or exebaJ18e. 

'!'be ftlae ot tbe Putt ... DOtU 1a llpptlraDtl)' M.1nta1ned b7 tozoei .. 

axcbtJI&e, aequ1re4 throucb -trol ot all tin exporh - which reproaant nillat7 

par OeDt ot TIIDDU'a eaporta. The wbereabouta or the t o.-r ather reearn 1e 

Ulllmown. Sllnr 1.a p~~rcbUecl bJ opiua •rchuh tar paJMAt ot purohaaee 1a 
,._ ~ 

the 00111ltr7 UatrlOta. Cou1481'Ule atlnr ia llo_.e4 e tlit~le. .,._ 
mC"} !"' ,_ i ~ 

•Unr dollar• u. 111 ol.rolalatt011 • tbe bard• ~sp~J "• _. 
A "" 

~u han b- ...se wUh DN1obaor to tr7 aos •w•.f t'IIS• lllnr '"" 
,.., C"~ f 
0 a:.. - .. ru..-.. ~ ! 
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To 8e0ft\8rf llnJ')' ~tbeu 

rrom 1. toaallll Buolt 

' • 

T. T. Z.a , Vaucer or tile tbe SlAlnla Beak, r-l'lf loceW« at 

Nlllllc1ns, Ilea openecl a baalt in Y=-, •• ha't'a at:r otli.r b1111ta . Z.e nataa 

t hat altboueh l'lmlw> otr1o1ale 4o not • 1•- the 1nl'u1on or t h .. e b1111te, 

11>4 or Oentnl a.,,....,... .. , orcan1aat1ou, etlll 1\ 1a eomethlng they bal'e to 

.... now. S. ~ta that 1t tile prosrua or the laat eight month• in YlmllaD 

c011t!nuu at tile - paoe, l\mnu • a relat1011 to the Central Gonr1111M1nt wUl 

be eatletaotoJ')'. 

Tile Y- F?e.-nt bU ••t 60,000 ... u -equl ppecl troopa to the 

troot, wh1cll llu lett tbe proTince _., 4.,lete4. I(Jea, the A81r1oan 

Cooeul, hu a tMlbc tbet 1t Ballvw talla, llmnan, ~a1, an4 Ss~huen 

•r try to obtain oon\rol at tile C•tral Ooft~t. It 1a •-t hl.lls be 4oaa 

aot Ulta to taUt about tar taw or N80Ul'& apnad111C to tile 4etract or tbe 

Central GoYar.at. Pel'-n,. I coaa14el' tbet the Oenenllaal.mo wlll be 

atr 0J168r tha.n 110n people l'aallza, en~~ 1t S.Ditow ahoul4 tau. 

,.. 
,..., ., ,., 

> ,., 
C> 

<":) 
:..-., 

"" "' ·-~) c.· 
cc. 

~ -
1lo - ' 
! ' 
i: 

j 

• 
' 
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To Seore\IU'J H•IU'7 ~tbau 

J:ro11 1. Loee1D& Buolr: 

203 

Tin h tba eooncatc bee~• or the YlmMII Pro'I1.Do1al Go~t, 

&D4 1a controlled b)' the ht1en Pro'l'illetal llullr:. !!ae total e:rporb are onr 

9,000 tone, altbouch tba producttOD h .....nat creeter. !ar~ repone 011 u n 

r .. olll'CU a tate that the ._.,t ot tiD 1.11 l\uulc h lim ted . 1.1r. Portllpl, 

111 Allert co enciuer, oontnde t here era luce r .. o\ll'cea. lloat or tbe tta 

Ia ID rook oreT!o .. , aDd IIIM4 by chilli labour to the extent or tbe IIIIJ)l~t 

ot 60,000 oh114rea , The oreTiou are ao Darrow that ODly chlldrer. ou work 

In th•, with tbe praa•t crude •1DID& •thode. There are 30 per cent 

euualtlaa .. ob ,...,., The labour cOIIdltlona, are , theretore, appall.tnc. 

Onl:r about ~tbirda ot the total llJlDIIal produot!OD or till call be rerlned 

br tba anttquaW retuarl••· 

Paul !(Jere, A.erlou Coaaul at l\ulaantU, hoa Dada a opeolal otud:r 

ct tbta tiD lltuatloo, aDd bu au_.ated Aloerlo&ll pertlotpetloa, but be ahtea 

that the State D.part.nt bu turaed ,_ h11 ~atloaa. S... prlnte 

.... -"-tr!oaa oapUalilta ... !Jltereow. '1'ha lllaaa T1a ~~u._ ~IJ4aa!l'OWI 
'f.') r ~~ 

ot obta!DID& A.er!O&D capital tar \he 4naloJIIIIIt ot:4'ta r#ft•i ., 
.; :,., ~ -

, .,.. "" ~ 

!be pcUolpatiCII ot .-.rtou !Jltereftl ~· "!"'ta;stM• ...U 
r • 

haTo tile ed.,.hp of op..tac a atat tar Aloerloa ata1 .. -U8J':r, or 

lllplo,...., tor -·tr to ~ mllilll eD&l-·· - ._,... prlee• tor t!Jl 

' 

\ 
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• 

tliU- ..,.llule tla I lilt 'Ill lrtUA 'l'ta Ueoola\1011 or tM IJa'-tt.ai 

'l'1a eo.s u... ll.r 84-•S.. CIII1M enUi aa f'ft1lft ua ~1• u -w 
a110 be • •tllo4 ot at.tl.llc anti i to Clllu at • it. -. • ..... u .. 

,.... ~~eoeNIIl')', tbe -.r•-t alp\ M ot .aoll a uture •• to eulet 1a 

brlJIClq tile proTinoe into oloMr releUonelltp with ibe Oelltrel ao.-•· 
It appeer~~ to be • Jm)Jeoi worill:r of o-nal oCIII814ereUon • 

... ... 
C') , -~ , 

0 
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to Secre '81'7 llellry llorput'*a 

rr... 1. Lou!.Ja& Buck 

205 

My trip by train tram Hanoi to Yunnantu , a 4ie,snca ot 530 lt1la.etere, 

woe 4eleyed OYer the ueual tiM ot 22 hours by an additional n ... houre, due to 

tour landsl1deo . O!le engine trCIIII the Opposite dil'ecUon lied been derailed by 1 

alldt. At anot her place the buttamt at 'be e nd or a bridge hed been under­

lllced by flood water , and teon tho track wi tb 1t at t he end or t he bridge . 

Then , I t wea noceaoary to chenp trOI!I a comtortable s•aollne coach to an out-

ot-4ate train, whloh wee wei tins. Repairs or dft!llft&U tram slides are arraoted 

quite speedily. !IoweYIIZ', the Americ., Consul atotee the rellwey boa been out 

or ~·•ton tor throuah trettic about one-third or the time since laat Uay. 

A 'f1e1t thil mornin& t o t he freight yerda or YUDDontu ga Te me the 

llllpr .. oion ot a cCIIparaUvoly omell treight buainuo. There were about rort y 

freight cars in the yarda , an4 about thirty-the larse piecee or GovernMnt 

lh ii'OI•nh, thoee 1.n box•• ehowins •1cn• or 1111ch wea,berlns. Their appearance 

Wilt ell:Ular to the onea I •• In Haipbons. A taw bone were .rlced tor 

Chancaba, md I can ra..SI4o .. , bow -- or t he aqul~t -:~ 110t be ....,t14 

at Ito origin~ da~iutl•~ lltr . 1111ns, repre811ntaUn ot tiM Soutbftet 'IN.u-,.., ,=:;;I 
portouon Co~, .. jte~a tjet YIIZ'7 little GoYI..-t WU' auppll .. han..,_ 

•hipped to y~~ oJ, a' t• bunclracl toaa in all. lie atat.cl that It -

t ,b ""' ~:1 ~ ! 1 ~ rt DO.J "' IOiJIC Yia tli- &pnc4 bordarJ but u indiceted II .,. pra .. oue rapo • .. ' 
11 tt lo baa sca.a tbet ..., ai~ber. 
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• 

'!'be,_.. n11'ft7 la qath wll -•v.aow, 111n Wltb _..._ 

orpeD41ture eunea ~ "be ellldllllte4 ad _.. ad betw llrldpa ftllt. 

a u • ~uw:r ot .,..,. ltaltM oapaelt}', ad tile treq-t aU4u u4 wall-
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GROUP WEBTI NG September 29, 1938. 
9: 30 A. U. 

Present : 

H. ! •. Jr : 

Raas : 

'!. tl.,Tr : 

HE.ns : 

'! . ·~ . Jr : 

Hat~ s : 

H. :t . Jr : 

Hans : 

tt .:.t •. Jr: 

Haas : 

" · l .Jr: 

Mr . Oliphant 
!lr . Gast on 
Mr . Haas 
Mr . Hanes 
!.(r . Gi bbons 
Mr . Lochhead 
Mr . White 
Mr . Upham 
li!r . Thompson 
J.h•s . Klotz 

George, I have a job for you which might ~ certainly 
be interesting - t hat might show up somet~ing . I 
wish that you •d take t ha t - whst I cal l my - your 
t rial balloon chart, on t he speJX!ing of p. w. A. 
funds .••.• 

Yes . 

•• • • and go back as f ar as you can and t ake costs 
of buil ding • • •.• 

Costs of building • 

• • • • of building, plus what happened to building 
contracts let when P. w. A. reached its last 
peak. I mean, did P. w. A. shut - oh, I mean, were 
t hey resoonsible for shuttill& off, in April , 137, 
F. B. A!s. program? See? 

Yeah. 

Huh? 

I see it. 

Now, Fisher, over at F. H. A. is awfully good. 

I'll work with him. 

If _ for instance, Stewart KcDonald ought t o be 
worrying about it, see, and if he sa~'your chart, 
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Raas: 

R. ld . Jr : 

Hans: 

!l.:u· s : 

1!. 'l , Jr : 

Haas : 

H.:.! . Jr: 

Haas : 

H . ~ .Jr : 

White: 

'l .:!.Jr: 

- 2-

Public Works is go1.ng to reach a peak next June 
and if we could show, the last time Public work~ 
reached its peak • •• •• 

It choked it. 

• •.•• it choked F . H. A. , maybe we could go a 
little - may be a month or two ahead instead of 
ei ghteen months behind. 

Uh huh. 

Huh? 

Yes, that ' s fine . 

206 

Fisher' s awfully good, and I ' d consult with Lubin 
too. Certainly Stewart !.lcDonald began to get very 
blue in !lay, ' 37, and the thing that choked him 
off was the building thing . Just what was t he 
sta t us of Gover nment spending nt t hat time, see? 
And how much was it to blame for choking off F. R. A. , 
Uh huh. 

And then you talte your figures - t hat Public Vlorks 
reached i ts peak next June, maybe we could get 
something, and maybe we 'd have somethi ng to show 
the President. 

Rave you any objection to Fisher or Lubin s eeing 
those estimates? 

• I ' d like t hem to, and inasmuch as the National 
Resources Board is inter ested in the economy •... 
(words misunderstood) l et them take a l ook a t 
this t oo. 

They also made a study of housing costs at that 
period . Lubin will know some of i t , and they have 
a man in the Department of Commerce that made a 
special study with r eference to the extent in 
which wage costs and mat erial costs entered into 
the rising costs. Those studies ar e available; 
you may not have to see the man, but the studies 
are o.vailable . 

You get ~ idea? 
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White: 

!!.'4. Jr: 

Oliphant : 

li . J . Jr: 

Haas : 

H.,.i . Jr : 

!!<!:IS : 

H.'l.Jr : 

Raas : 

H. ·.! . Jr: 

Hans: 

209 
- J -

Oh yes. 

I don ' t know that it wi ll show aQYthing, but 
certainl.y we ought to l earn something by the 
mistakes we've made . I - per sonally, I am 
just doing this by hunch. I think we ought to do 
something . I mean, Stewart McDonald ought t o get 
worried about it; r ight now he is ••• • . 

There is a letter with r egard to which of those 
mat erial s r an up at that t ime and whether or not 
they were controlled . 

I am not particularly interested in that, at this 
moment. I don•t want - just li.ke when we had 
t hat other study, the boys tried to spread this 
thing out so t ha t it just covered t he world . I 
mean, I don' t - if you don•t mind, I'd just like 
to - let •s see if there is aQYthing to this idea, 
see? 

Uh huh. 

Then if it is i .mmediate; say this is a monopoly -
I am - frankly, I'd just like to - I'm looking a t 
it as a fiscal policy; I mean, have I got somethi ng 
to go to the President and run up a danger signal, 
and say, "If you want F. H. A., the sane cycle 
to go through, thil! is what's going t o happen, 
based on past experience." 

I have wor ked out a study which shows the r elation­
ship of F. H. A. figures to the total contracts 
avmrded . They are constantly getting a wider 
part of the business , see? 

But I want t o again say, I am - I am - I want to 
l ook at this • • . . 

Fiscally . 

•• •• fiscally. If you get something that looks 
interesting of course , we make it availabl e to 
the Monopoly committee, but I - I want t o do it -
I don•t want to give you such a big job. 

I see your point. 
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Rie!ler told me yesterday or a job Koody t s 
did ! or ten thousand dollars - a stud,y on bonds. 
Do you know about that? 

No. 

I wonder 1f anybody else knows about i t ? This 
economist - Woodward - took t en thousand dollars 
and went back and stud.ied - I haven't got the 
exact figures - seven or eight hundred Triple A 
bonds they have recommetxled since 191S, atxl 
seven or eight hundred Triple B•s, just on their 
own recommendation, to see how good they wer e . 

Probably Double A's. 

Huh? 

Probably Double A•s . 

It i s so inter esting, it ' s developed now •• • • .• 

Woodward told me about i t . 

• •• •• that t hey ar e going to spend six hutxlred 
thousand dollars now. 

That is a part or that . 

Six hundred t housand dollars - a flock of them. 

Isn' t that that Na tional Bureau? 

But this thing I am asking for, again I want some­
t hing fast , and then t o see whether t her e is 
anything to it. 

we can get somet hing fairly rapid, to see what 
bearing this fiscal operation has on this, atxl 
that ' s your point. 

And 1f you say t o me, "Well, llr· )lorgent hau, 
fiscally you can' t dr aw any conclusi ons,• I ' ll 
for get it, but 1f ther e is something to it, I 
want to develop it. 

Fine ; tine • 

Huh? 
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I 1ll get right on it. 

Has anybody got anything? If anybody ' has any­
thing on that, will they give it to George , 
please . 

Isn•t Fisher very good? 

He 's very good; so is Lubin, too; I ' ll get in 
touch vri th some of the people who have worked on 
the National Resources Board. 

It says here, "Building material prices continue 
to r.ork upward steadily but slowly. Department 
of Labor ' s building material price i .n:iex currently 
~tan:is at 89.6% of 1926 aver age , gain of 1.1 
points over low l evel of past several years 
established in July t his year." So it hasn ' t 
gone up much. 

Herman? 

(Hands H.M. Jr. a memorandum.) 

(Reads memorandum.) 

"Radio Station. Admiral Waesohe is negotiating 
with General Craig f or permission to u.se a section 
of Fort Belvoir, Virginia, as location for the 
proposed radio sta tion. The section of l and lies 
along the northeast boundary of For t Belvoir. 
Admira~ Waesche s tates it would be a little optimis tic 
to hope that the mat ter will be closed out this 
week, but be is confident tha t it will be t he first 
part of next week, and that he will obtain what 
he wants . General Craig has advised him that he 
personally is doing everything he can to expedite 
t he allotment. 

"Fort Belvoir is located on the washington - Rich­
mond Highway, Route No. 1 , .approximately five or 
six miles south of Alexandria ." 

That sounds very good. 

(Nods to Mr . Gibbons . ) 

(Nods "Yes. ") 
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That ' s all.. 

!s this l.egal? 

That's practical. 

(ToUr . Gaston:) Get moved? 

Doing it, today, in the rain. Did some of the 
packing job yesterday. 
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We have t he capital movement s available for 
distribution in my office, and Harry has given 
Archie a dra1't of a possible r elease, for Archie 
to supply the figures , and I suppose we could get 
those very readily whenever you give the word you 
want to do it. Would you like to see the finished 
release today? 

Yes; I could do it right after ten o'clock. Is 
it ready? 

Well , the fig1.1l'es Harry gave me ar e not real figures, 
but just a form . The figures, you' d have to get 
from Daniel Bell . He releases those; I think 
we can get t hem fairly quickly. It ' s a question 
of how far you want to go in your release. 

(Mr . White and Mr . Lochhead bot h t alking together . ) 

Have you got t he form? 

If you agree with us , it ' s very simple; 1f you want 
to go into greater detail ••••• 

Can you bring it in right after this meeting? 

Yes. 

What else? 

Oh ah ·- rumor circulating yesterday- wild 
r~or - that the Treasury was preparing to make 
an announcement about pegging Gover!J!IIent bonds • 

'fho I 8 pe"iJl&f 

The Treasury was goi ng to pea Government bonds. 
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Like the British. 

It may come up today at the press conference . 

While we •re on the pr esu conference Har ry can 
you r efresh my memory with whAt you' wrote for the 
President to sign, on the Pittman plan, on silver 
for cotton? 

The proposal , you remember, was to exchal'lbe wheat 
and cotton for silver at a certain ratio which 
he gave, • .•. 

Ten to one . 

Ten to one on cotton; he ' s figuring on the monetary 
7alue i nstead of t he Treasury price. 

Not even that; he al so hnd a diff erent price for 
silver if it were exchanged for cotton and·another 
price for silver if it \ler e exchanged f or wheat , 
because he established a given r at io in each case, 
end t he r esult wvuld be thut a person h..'lving \':heat -
a per son having silver, would be able, accordinG to 
his proposal , to sell us silver at a much hibher 
price than he could sel l it in the 11orld mar lcet 
if he were to buy wheat with it, or a per son 
having silver could buy cotton and pay for it in 
silver which would be worth a much higher ~rice 
than t he world orice for silver . It would make 
possible ar bitrage oper a tions so t hat everybody 
l/oul d gr ab as much silver ns they could; buy t he 
wheat and cotton and t hen sell t he wheat and 
cotton on the market . 

Are you sufficiently f amiliar - l et ' s say, t ake 
a pound; s ay cotton was t en cents and silver 
for t y cents, how would i t r.or k out? 

The way he would have it, I think silver - l et us 
say - would be ar ound eighty or ninety cents, pro­
viding t hat eighty or ninety cents were spent on 
cotton. So that anybody having silver could get 
only for ty cents in the world market , but he could 
get eighty or ninety cents if he took cotton for 
it, at ten cents a pound, so t ha t he w~uld bring 
his silver here get cotton for it, ana sel1 the 
cotton 1n the w~rld market. Even if he had to sell 
the cotton a t a loss in the ~orld ~ket, at 
eight or nine cents, it still woula leave him a 
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profit because he was getting a price for cotton 
he could not otherwise obtain. 

The plan in the paper t his morning i s quite dif­
ferent on cotton. 

I think he ' s very modest . What I don't like -
I never before got a H. 0 . -A. L. j oint memorandum; 
I don't like it. 

\'/hat IS that? 

Senator King called l ast night • •• (words misunder­
stood . ) I sent it right up to the Secretary. 

He wants to shut off Mexican sil ver. 

I thought at the press confer ence I'd simply say, 
"Gentlemen, I never compet e with Senator King 
on silver, " - something like that . I am not 
goi ng to get in on it, but I don ' t get this 
H. 0.-A. L. thing . 

Why is it coming up at t he press conference? 

It ' s in t his mor ning ' S paper, ond then I got 
that H. 0 . -A . L. memorandum; it' s a new one, and 
King spoke to ••• • • (looking at Ur. Upham. ) 

Upham is the name • 

• • • • Upham, and Uphal:l called up, ttith tears in his 
voice, and said, ntf I ha.ndle Diggs , will you 
handle King?" 

(Laughs . ) 

So I said, "Tl'lllt •s o fair bet; I'll take car e of 
King. " 

Well, King has twice tried to talk to our office 
on silver . 

Well why don't we buy - do we buy the silver 
dire~t from Mexico; that'S what be wants to know. 

He tried to talk to me, and got Bernstein. 
Bernstein prepared something, and I got it through 
Bernstein. Did it go to you (Wr. Lochhead)? 
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It came to me, with your initi a ls on it, l ast 
niBht . 

Is there any reason why King can• t be told how 
much silver we get from Mexico? 
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No, I don• t thi nk so; I think what •s in King •s 
mind, if you can cut out buying silver from Mexico 
I don ' t know whether he wants to know anything 
whether he wants an explanation, or rthe t her he ' 
wants to sound off . 

How long will it take to get a memor a ndum for 
him? Can you get a memora ndum by Monday, saying 
how much silve r ~e •ve bought this year? 

We ca n give him the figures of ho·.1 much silver 
we •v e bought f r om Mexico. That only comes within 
the first three months of this year . 

V:hy don•t I t ell him we •re not buying silver? 

We ' r e not buying silver from Mexico. 

\lhat he is really asking you is , wby don•t you 
quit buying silver from !iexico; keep on buying 
ne11ly mined silver, and keep buying silver from 
other parts of the world, beca use the Mexica n 
Government has victimized his f ellow Uormons 
and t heir l ands down in Mexico. 

He t old me fi.f'ty per cent of it. I luve td~ed 
to hill on this t hine, and I told him r.e 
couldn't distinguish on it because of t he t r eat y 
a s between r.:exialn silver and Peruvian s i lver. 

If we stop buying Kexican silver •••.•. 

I •v e got to make good t o Opham . 

Mr. Mor genthau, if we stop buying l(exican silver 
t hat may not b e a t errific punishment to Uexican 
silver, because Ltexican silver now is selling a t 
a tremendous discount. 

I t will go to London and we 111 get it a nyway • 

It would not mean if we discr iminated against 
Kexico -:li; would not mean • • • • 

(llr . Oliphant and llr . Lochhead t a lking together. ) 
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• ••• It wouldn't make much dirfer ence; may have 
to take a slight discount on i t , t hat 's all. 

(A r epresentative f r om Ur . Moffat ' s office 
in the State Department , brought in an env~lope 
and deliver ed it to R. IA,Jr ., am said, "I was 
asked to say we have been so rushed, there has 
been no time for paraphrasing at our office. 
I am sorry . • 

H.~.Jr: I shall personally keep it, and I •l l 
return it; I'll keep it right in my hand . 
Thank you very much; I am very much obliged .•) 

Well , this is what I think I'll do. You people -
!' 11 call up Senator King now, and say 1 "lb' 
dear Senator, since I've talked to you l ast, 
t here s eems to be a little confusion, and if you 'd 
write me a letter - what you ' d like to know -
I ' ll try to give you the information on i t . 
Vlould you mind putting it in a letter?• 

Well, he ' s t r ying to ge t some material to sound 
off on. The proposition is, he wants you to stop 
buying Mexil:an silver for the sake of the Mormons 
whose f arms have been victimized dovm there. 

That 's all r i ght . Uaybe he will take care of 
one Kormon for us. 

Kaybe. I was asked yesterday to talk to him. 

I'd do a lot on silver for one Mormon. I'd go 
quite a way. (Laughter) How about you, Steve? 

uy Godl I ' d give them Mexico. (Laughter) 

Well, l et ' s just see - somebody 's got to talk to 
this fellow; I'll t alk to h:lm. (Over tel ephone :) 
senat or King , If he ' s not there leave wor d I called, 
please. 

V/ell , I'll try my best to stall. 

' 

I can give you the infor mation, but I have never 
Just as a general rule, anybody like that who 
comes i n , I can•t say anythin&· 

..... 

I think that Ar chie haS the answer , practical ly. 
It is not possible to refuse to bUT Uexkan silver 
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because it will move to - silver ore will 
other markets and v:e will ~:et it ailYl\'a:y. 

move to 

When did we stop buying directly? 

About three months of this :year - somewhere in 
!larch. 

VIe conpleted t he ~rch commitments . 

VIe completed the Uarch colllll11 tments. 

\'/ell, ho>. f ar did I get around . George? 

I have nothing this morning . 

Anything on the ••.•. 

(Telephone:) Hello. Thank :you. 

Senator King isn•t in. 

Anything on t he Chinese t hing? 

Their situa tion is t hat l a st ni&ht t hey had all 
the information t hey wanted ; they were goi ll6 to 
get in touch with their Governoent and then they 
•:ere coming back after they heard . 

Okie doke l John? 

I have nothitl(; , L!r . Secretary . 

Good . (Nods to Ur . Gibbons .) 

I'~ giving :you a memor andum on Senator Thomes; 
I have talked to him three times; he says the 
emergency is over, t her e v.i ll be no v:ar, so he 
wants, if we do anything, to have the President 
send for t hat man because he is - that is the only 
way it could be done . 

Send for who, the head of the Mormon Church? 

No, the ol<i judge. The Mormon Church can' t do 
anything on it. ae said, "For God ' S sake, don ' t 
mention the Church." I have t alked to the President 
of the Church and t hey can•t do aeythi.ng . The 
Judge am his familY are the only people w1 th any 
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aoney at all out t here s u pporting him and 
they are all agai.nst the President (or the 
Cburcb ?) and if he were l e t out a t this tillle the 
President wouldn 1t care, as he•s not standing' b 
t he President at all. 1 

~s there any election or anything. 

He ' s up for re-electi on. 

Who? 

Thomas . 

Oh. 

I am giving :you a memor a ndum, ••••• 

Oh. 

.. . . so, ... .. 

I see. 

He wanted me to have Ur . Ucint:yre to send for t he 
judge. 

We ' 11 watch and see what happens in Jlunich. 

Be sai d , nor course, I am · ···" 
The play will be Munich to Washington, washing t on 
to Utah , and t hen back. 

Yeah. He's perfectl y sa t isf ied that 1t ther e was -
t his emergency arose , that would be an excuse, s ee? 

All righ t . o. K. All r ight, Steve, anyth1.ng else? 

Tbet ' s all. 

Archie? 

well, as I told :you befor e , the tension is off for 
the IIOIDent and that als o i s the same in the silver 
Jlal'ket, which came back t wo cents this 110rning; 
it ' s now about tort:y- one a.nd a half cents. 
Everything ts quiet in t hat aarket again now. 
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I heard an announcement on the r adio l ast night _ 
I haven' t had time to check on it - t hat a 
Ger man boat l eft Puer to Rico • • • • 

We had that yesterday morning . I mean, the coast 
Guard i s doing all t hat. Yes , that is quite true . 

Yeah. 

You got that thing on the stabilization fund? 

It •s a ver y brief stnte1nent . 

I 111 get that out now, ;md ht'.vc it ready when you 
finish here • . 

I ' ll be through in three minutes . Har ry? 

Do you want to take up PortU£al soon, or do you 
\:ant to v1ai t until 1 t comes befor e you for action? 

Have you got a copy of the joint memorandum? 

That is what made me ask the question. 

I think you ought to give me a little memo on 
the financial status of Portugal . 

We have that . 

If you ~ant t o give it to me I ' l l forward it to 
t~ . Jones for his study . Have it in that form 
and have a letter v~itten; say, •Jesse, this is 
for your confidenti&l infor~tion" - the 
pr esent financial status of Portugal . Huh? 

All right . VIe have a much longer memorandum, but 
l'.e will boil it dovm. 

Al l r ight ; please . Is it ju10t fox· my i nformation? , 
How 1s - what is the - how would you r at e Portugal s 
finances? 

Pretty well. 

Is she good for fiv e million? 

It depends on the political situat ion, but itti~ 
a better r isk than many countries - most coun r es . 
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I thought you were going t o say, n 
risk than Germany.• 

No. 

a better 

No . Did you see her position in Geneva 
yesterday? 

Pardon me? 

Di~ you see her position in Geneva yesterday? 

Portugal 1 s? \'lha t did she do? 

Lined up with • . • • (words not umerstooo) 
Franco .•.. . . 

That is, in the over-all pi cture , she is a bad 
risk; in the narrow, financial picture, she i s a 
better risk. 

Ruled by the Tory Br itish . 

Anyt hing else? 

No. 
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George, I think if and Tlhen you h.w e that t hing, 
I ' ll present that myself to the National Resources 
Board . 

o. K.. 

But if they bo.ve anyt hing on it, use t heir material, 
but when we have it, I ' d l ike to present i t myself. 

In other words , I "'on•t discuss it with any of 
t heir people? 

Oh yes, but the f ormal pr esentation - I'd like to 
do it myself . In other words , wor k with anybody 
in the Government who can give you anything. Is 
that broad enough? 

Fine. 

Are you through, Barry? 

• 
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Yes , I am through. 

Cy? 

221 

In line with what Herbert said about pegging the 
United States bonds ,, , , 

Excuse me, he said sterling, didn•t you? 

No, Government bonds. That v1as the s tory , 

• • • • a Washington bond man told me last night there 
is a new set of inquiries from banks to them as • 
to the Government bond situation, and whether the 
Reserve Board is, and banks are, prepared to t ake 
their Government bonds a t par. The banks are get­
ting a little nervous about i t. 

Wnsn1 t possibly that inquiry maybe twenty-four 
hours old? 

It was yesterday, and the day before. 

Well , I wonder how they feel this morning. 

All right. 

It was Tuesday I heard the rUlllor on sterling - ':e . 
were going to peg; nnd yes terday I heard the rumor 
we were going to peg bonds . 

I'm going to do a l i ttle bragging at t he press 
confer ence ••••• (speaking too low to hear. ) 

It may help. 

There was a little article the other day in the 
American Banker that I thought was good. It was 
a little strange - the Government bonds not acting 
the way they should - t he banks starting in to 
realize that a fluctuation of a couple cents 
didn ' t mean much, and secondly they said the 
support is coming in to the market now more 
quickly t han it did before; it was giving the 
banks confidence there was somebody watching that 
market and that has kept them from trying to dWIP• 
I thought t hat was a rather interesting comment, 
coming from a !llllgazine like the American Banker. 
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AnYthing else? 

No sir, •that• s all . 

If White, Lochhead, Hanes , Gaston, and Oliphant 
will stay a minute, please . 

222 
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"'-b PHpll, jll&tityi.D.f; ~D.t war, by a otatement thet there 

•• Jet uatJ!er oboiD.oe to &TOl d it. Cable o.nd telepll<mlo appeal• 

tor pe&OI direotlJ tn. the lleocl1 ot gOTerDMD.tl to the lleod ot the 

0..-e Beiob, wllo a.l- o011ld pootpoDe the oriaio, were port of the 

- teelaiq111 1a dipl-:r • • •••1tatod b7 the 4,ywa1oa or lluUoa 

o.nd hao1•. 

littler 11114er tarritio preooure troa other ~~&tlOD.O, a.D:l 

pe....,. t,_ hlo .,...enathe a.dnaere u wll, o...,.-taed with hie 

- dMlan4 tlll&lit;r. That t he Diotator baa belitated iD. a oruoia.l 

4eohloa 11 elMJ'o lobo<lJ oo.n 00¥ wbat opeoi.tioa.ll7 oau.oed bia to 

Witllbolt llh eNiro tor the -.rob on 1uto Caeobo• l on.ll:1a AD4 la-b 

hie iJrfi tati- tor &D.Other oOD.tereDOe. The reoaOD.O aro 4olil>tleu 

o-uu... • •• pro'bablJ till&ll:r oODYilloed that Britain ,.,.. pro­

JIU'M to joia J'nloH 1D the enDt ot a toroetlll ati'J 1uto 0 .......,_ 

llftakl.a. Tille -t a lone ,.,.raJ. ar llhiob o...u;r waa not 

prep&n<l to rue. 

CONFIDENTIAL 
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llan1teotationo, gOTe.--ntal and popular, of world cpi.Dion 
againat r eaort to war were pronounoed. In thio the people ot Oe~ 
thomaalvoa were not .... exception • . war guilt had ~eationably been 
ahrewdly and aurely ahitted onto Ge~. Italy' a lack of enthuoiaam 
and heaitanoy ill IIIObilho.tion indioo.ted that Oe~ might find her­
aelf alone in a general ~. 

ro »uaaolilli goea the honor of beillg the inte..-di&ry. 
Thio wao oatiofaotory to Brltioh diplow.oy and to.oe-o.o.Tillg to Bitler 
hi.uelt, It -• ill keepillg with lluuoli.Di 1 o long-held o.iEo to efteot 
the oolution ot Europea11 problou • problou whl.oh l».d DOTer been 
oquarely f aoed at Genen., by arbitrary arrang-nto 11101>g the tour 
large powero. lloweTer, without detraotillg rr- »uaoolilli'o part ill 
pootponillg the olaeh, it 1o to Sir llerllle Choaberlaill1a broad T1o1on 
and tireleao patience that the world muot attribute a poacetul oolu­
t ion, it ouoh emergea troD the atill critical oituation. 

But, fillo.lly, if the EUropean -r 1o uoided, or poatpoDOd, 
it ia believed that Brita.ill'a categoric but non-prOTooativo aaauranoo 
of aupport to France, and the determined war -o.aurea undertaken ill 
theae two natione are the fundamental faotcra ill oauaing Bitler to 
withhold the abrupt and forcefUl entry into Caeoh territory, Hitler'• 
conviction that Oe.-ny alone waa faced by a general war is believed 
to be roaponeible for the immedi&te poaaibilitioa of peace afforded 
by the llunich oonterenoe. It 1o only a continuation of fil'llllltlao or 
Brito.ill and Frenoe, with no reluation in bui.lding up the military 
rooouroeo of the two natione • whioh will pond. t a aura tranei tion 
trom the oyoteD of ool T1ng European problomo by military illt1mid&­
t ion to that of pe~cetul negotiation . .ADd it real peace ie to re­
oult, there 11111.1t be the a..- appreciation on the part ot the 
deaooraoieo for the need ot oorTeot1nf: aclal<nrleqed ..I&djuetmento 
u Jtr, C-berlaill haa recently ohowll. 

- 2 -
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Military Situation. The tollowill6 intomaUon is, in 
substanoe, taken traa Military Attache or State Department cables 
or the press , as indicated. 

Great Britain -
J'rua K.A., london, reeelnd 1:55 P .M. , 
September 28. 

Naftl. mobilization ordered; oont811qllate caaplete 
readiness. Strategic mine layiDg is proceed1116. Ex]lected 
that Italy will ett8111pt seizure ~ at once. General 
Ironside lett hare by aeroplane yeaterda7 to ssSUM c~ 
all Widdle East forces . Italian Aabaaaador nert door has 
been shipping all equi saent bciDe yuterday and to-day. As 
result or Hitler• s la.st minute decision just receind i t is 
probable that current preparations will be continued but tbet 
no new ones will be started pen41116 Wunich conference. 

France -
From li .A., PI! ria , sent 1:35 P.u. Soptwer 29. 

An estimated 100,000 reservists or the territorial 
antiaircraft defense system have been called to the colors. 
Reservists w1 th colora now tot&l 600,000. The withdreww.l. 
30 ldl011111ters trom tha Czechoelo'ftlkien border ot Hungarian 
troops is reported. Eighty to ninety per cant coi:IJ>leUon 
ot Ge1'1118D 1110bi'-l.zeti on reported. 

CONFIDENTIAL 
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OONlf'lDENTIA.L 

GeJ'!!Di' -
rz- ll..t.. thro\l&h St&te Dept. , Set 
3o00 Poll. , Septeaber 28 • 

.t.vtborit&tin Ger.M mlit&ry eourou atete th&t 
the 14M of the liar lUD1atry for a aatiotaotory aolvtion 
woul4 be the occupation ot the 8\Kiet... repon cll&rbg the 
ori tioal per1o4 b)' the Bri tiah Leeton l*'4inc tlarther 
ucotiatiou. 

Fr<a II .A., Berlin, reoeind 1.25 P oil. , 
Septelobu 28 • 

.t.a yet no ceDeral 110bUiaat1on h&a been ordered. 
!he 23rd Dirtaion at&ticm.d-.. Berlin h&a lett ito 
prr11011 and 1o beliend to be the 110torioed col...,. ,... 
ported in last oable . Dllr1zl& ntsht of 26th a lone 
110toriaed ool~am IIO'riJis aaat -• oeeD betweeD We~ 
aD4 Ertort . Betnen Lin& an4 Vi81111& a atroug force tn~ 
olu41Dg el-nta of the VII ODd XVII Corpt io reported 
11l a poaition of readiDeao north of the Danube RiTer. 

Praa Stete Dept . Berlin, Sent 8a00 
Poll. , Sept. 28 , 

Benderaon ooya th&t in hit oonnreation with 81~ 
ler thia .,1'1111l& the Ch&noellor-. aooh 110ro ~rate, 
that they ba.d bt1111 worlr:ins on ll.1l 14M ot GeJ'Mil troopa 
oooupyinc the -jor portion of thote territoriea p,... 
dCWIMntlJ GeJWanio, with Britiab lecionairea to OOOlll'J 
tboae territoriea wbDae tate 1a to be deoidtd bJ plebi.a• 

oite. 

Prcw lf.J., , Ge~· s..,t la35 P.ll., 
Septaber 29• 

Dur1ns the ni&ht 2~ there paaoed thro\l&h Ber­
lin headed aouth tor an unlalciWD deatiDation, ..tori&ed 
ool- l4 boura loug btlons1Jl& to 2nd Corpa. 

t&r:J· 

JProa 11.1.•• JIDM , Reoeind 7 al8 P.ll. , 
Septeal>tr 28. 

!be - oondittona p.......U in rosard to >1111~ 

~ 4 -
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Froa Pr.u - Unoonfinaed. 

lllloonfinaed r eport a at&te th&t Ital;r, UJ«ere<l. 
&t O.nel"l.l Franoo ' a neutralit)' 1D tb. Ew-ope.a orieia, 
will withdraw o.ll Italian troop• tl'CII Spain ~tel:r. 

The llllder Seoret&ry tor Foreip Att't.1r e t.lo\U'Io 
Folhh and limgt.rian .bbt.aat.dore o.t a... tbt.t Primer 
lllluolilli (o.t lluniob) will pr .. a tor oOD.Oideration ot 
Foliah and~ ainorltiea 1D aettl~ the C&eoho­
alo-..lt orlaia. 

FolaDd-
Pre. ~ .l, Foland. Bo.nt 7 o25 P .If., 
Septaber 28. 

T!l. border 11 cloud t.Dd t.ll o-=l.or.tiGil nth 
PN.,u. hu been interrupted. The p-.rtit.l .,biliat.tion 
ot tour olo.uee , 1902 to 1905, baa been prorleiont.ll;r 
ordered for Ootober 1. It 1a believed t!l.t thia 1o o. 
defo.naive me&eure. Poland 11 reaiet~ O&eoboalaTt.kian 
110b1lh&t1on b)' means of Jllinor UJ«agement. .lltboll&h 
the lituation h orltiot.l it h the belief of the Genel"l.l 
Stt.ff that a •jor -r ~ atill be ayoided. Folt.nd 11 
optiaiatio over preaent dioouaaion ot lllinorlt;r ~·•tion. 
In ~ ... entualit;r PolAnd will try to r -u> neutrt.l &t 
tirot and will liait her o.otion to ber oom frontier t.Dd 
Teooban S1lea1&. 

Bruaoela -
From ~.l, Brunell. Bent lr35 P.M., 
Septe.ber 28. 

Gove......,t •1nt&1n111£ ot&IIDDh polio;r ot !.nde­
pend.eooe. Troop• ot t.ll a .... be in& lOOTed b7 O.Uert.l 
Stt.ft to reo.dineaa pool tiona . Eastern trontier guarded 
bet.rll:y. Bxtenaive r equioition ot bDraoo aDd 100tor 
trt.noporto.tion oontinueo. Regular troopo at full · 
etrength. Vore reeerYilto oalbd dt.il:y. lleaaure• tor 
detenae ara bei ng talten n th o.u.-oo and eft'ioieDC)'• 
In tbe ooaat&l o.reaa o.nd neo.r Obant aDd .ust-rp •­
ooooentratione baTe been •de • 

letberland.a -
Frca St&te Dept. S.t 9t00 .l.X. , 
s.pt.-er 28. 

tlda .,~ the Minlot1'7 ot Det- ot.lled I1P 
25,000 rea.,rrlat a tor trolltier dut;r, .,.u;r &nti&ir­

or&tt troope . 

- 5 -
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TREASUJIIY DEPARTMENT 

IHTD OP"P1C. c:GMMUNICATION 

..... 
•• Septeaber 29, 19)8 

••• N Be~ OUpbult 

l<>DN' •llll••tioe, tllat we llaDdla the Cb1Da wi!Mt 1oe 'b;r 

b&'fiD& tbe SQrplua c->di tiee Corpol'll.tioa ..U tile w~~Mt to Cbi.Da, 

take ClliDa '• notea tberetor 8Dd 41uouat tbolla ootaa with tile 

E:xport-Iaport. Bt.Dk w1 t.boat. recourse, i .a .U rlcht. !bere is upla 

legal power to do tide 8Dd 1 t would - to h&Ye • .,.. ot the P87Ch<>­

logical &dftllt.ag81 aucgeeted 'b;r looea, wbich ll&kea the tro.neactiOG 

aore Uta a 1al.e ot wtM&t ADd lall Ute & loan to Cli1Da. 

cre41 t 41rect to Cbi.Da was worked out when we were not t h l n ld ng 

about wheat, but critical ADd atl'll.tallic war uteri&la. 

:!23 
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SubJect: 

TREASURY DEPARTMENT 224 
I NTER OFFICE COMMUNICATION 

DATI! September 29, 1938 

Secreta1'7 Korgentbau 

Mr. Haa/'Q/ 
' 

Proposal to sell China 70 aillion buahele ot 
wheat on ored1t 

Keet1ng 1n ottice ot Dr. Feia 

Present: Jesse Tapp, President, Federal Surplus Commodities 
Corporation 

Dr. Fsis, Eoonoaio Adviser, State Department 
L, A. Wheeler , Ch1et, Foreign BerTice Division, 

Bureau ot Agricultural Eoonomica 
~. Haaa 

Mr. Tapp opened t he meet1ns b:y explaining the propoaal 

and the motives behind it, namel;v, the advantage which would 

accrue to the United States 1n aas11t1.ng China at this tiae 

and 1n remov1ns aurplus wlleat troa the Aaer1oan market. 

Dr . Feie 1 tirst reaction was that Becretar:v Hull would 

probably teal the s8111e as he baa i n the pas t on proposal• 

to aid China. He said that Mr. B&;vre would probabl:y 1 pau 
out• it the proposal were outlined to him, beoauae ot 
the d1:t'tioulti es which it would produce 1n the trade agreement• 

work, 

Dr. P'eis mentioned that t he propoeal appeared to ban 
all the d1aadvantagea ot an outrigllt loan to China, but in 

addition aoae other d1eadvantagee, naaal,-, Ulat Canada, 
Australia, and Argentina woul.d proteet vigorouelT on having 

the wheat dwaped on the worl d II&I'ket . 

I pointed out tbat the Departaent ot Agriculture'• preaent 

plana called tor a aubs1d1ze4 e:q>ort ot the aaae aaount ot 
wheat , Kr. Tapp and Mr. Wheeler both agreed that tbat waa 

eaaentiall)" the oue, but their apprehension wae that the 
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Chinese, being i .n desperate need or tunda, would liquidate 
the wheat more ~idl7 and disturb the whole wheat Mrltet 
situation, wh1oh they aaid in the long run would be a die­
advant age to the American wheat producer• and raise havoc 
with negotiations r or an international wheat agreement. 

I mentioned that Canada had an e:xport subsidy on 
wheat. 

llr. 'l'aPP and llr. Wheeler admitted this and said that 
they were using that point 1.n their attempt to quiet 
t he Canadian opposition to the recent subsidizing or 
United States wheat exports. 

I commented rurther that the Department or Agrioul ture 
might be eurpr1eed to rind that carrying out such a 
proposal as ie now being d1soueeed might promote and 
hasten the time when an international wheat agreement 
could be ertectuated, adding that the other wheat producing 
countries have been continually playing the United States 
tor a • sucker, • and even though we talked a good deal at 
the international oonrerencee about the desperate things 
that the United States could well arrord to do, theae 
s ta tement• have never resulted in any action. Dr. Feia 
indicated that there might be something in that. 

Dr. Feie then stated that the proposal might be ao­
centabl e to Secretary Hull it the transaction were carried 
out on a pure barter baeie, that is, ir the Chinese could 
find a oountrr, ror eXAIIJlle, Great Britain who would take 
the wheat in exchange ror muni tiona or something that China 
wished to purchase. Such an arrangement, be thought, would 
be les e undes1rable rrom their point of view, as another 
country in add! tion to the United States would be involved. 

llr. 'l'app said that such a plan would be also more 
eatie t actorr rroa h11 point ot Tiew as it would be .uch 
l ese likelr to disrupt the world wheat market . 

Dr. Feia ended the d1aouaaion by saying that he • a• 
not very hopeful that secretary Hull would teel much ditterent 

225 
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on th1e propoul than he hae on dallar propoaale 1n the 
paet, but he, ot oouree, did not know. 

Kr. Tapp expl ained that the purpoee or thie 11eet1Dg 
was merelr to 1ntor. Dr. l'eie 111 th regard to the propoeal. 

Kr. Tapp told ae atter the aeetlng, while ftlkj,Dg 
over to the Treaeu.rr, that preaaure to put th1a propoeal 
through 11a1 reeul t 1n the S~ata Departaant' a t1nall7 sug­
gesting a aore 41reot loan to China. 

226 
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TREASURY DEPARTMENT 

INT&R OlnPIC:C CONMUHICATlON 

§elee 1a the •Wt tg4tz lrr 

'ht 1t4trel lgtnt lrete 

1 1// .. ~ aotoa 6/16/43 • 100,1 

1 1 .. I I I • 100,10 

1 1/.. I I I • 100,12 

1 1/.. I I I • 100,14 

1 1/. I I I • 100,16 

2 11
1
! • ~ooD4a 1M'i/63 • 1oo.29 

2 1 41' I I 1916()/62 • 100,27 

2 1/~ I I I • 101 

2 1/""' I I I 
0 

J..~ • 101.2 
2 1/ .. 1" I 1 I • 101,4 

2 7/.. I I 1915/J/f() • 103, 

2 3/~ I I l'i66/I!J9 • 102.1 

2 3~/~ I I 1968/63. 101.10 
2 3 V' I I I • 101,18 

* 1,000,000 
1100,000 
600,000 
610,000 

1,1100,000 
100,000 
350,000 
100,000 
3)0,000 
1215,000 
1100,000 
350,000 
1100,000 
lQO.QQQ 

• 6,136,000 • 

0 'ftle O:ICOU ot hl.et OYU preYiOUII purcbatll -CJIUlh to $1,600,000, 

It h u-..s. that tbia 41ttenDCo will be •de up b)' purchatot of a 
Ulct per •oaat ot thort tea t ec:uri tlea before tha tad ot U11 

etet •a11t ,...1c, 

,l !hrtr' min of toW'• wpt 

227 

:Prtc .. ot llolld.a u4 ao tee a4Yuot4 ateadil7 thro'qbout \!Ia da, to 

c1oaa at \Mir :Up. 'f1 \II tbe a:cepUon of \!Ia tllrte thor ted 

1uue, fre&IIOI.J'7 llollda t1111tht4 the da, with plu ruciDC frctl 

l6/32t>U to 215/32t>U aDd freaa%7 aot .. ••r• up 3/321441 to 10/32114•. 

'!'be ..... 2 1/:(. bollda "" cpaoted 101.13/32114• bid, 101.115/321141 

aebd, 'till 2tt>/3a& .. at the c1oee aDd U.. "" 1 1/. not11 100.115/32Ddt 

bid, 100,17/321lda aalao4, up 10/32D4e. !he 1o.. price Jet\trdq tor 

the bolide ,... 100.4/32D4e aD4 t or the DOttt 100.1/3llll4. 

JloqiJIC •• cellt·ered. 1ar,.17 111 the 11ft 11otae aDd the 1nte .. t41ate 

aDd 1oac boD41. H •• reported that latleul OU7 lallk ot ,.., 

Torlt, t be a.-t 1aa1t ot loatoe ""' tha OoaU..W Illiao1a lalllt 

ot Old.~ (tor a cu'-r) 1r1re -.,era ot lar,. bloolta,wbllo llulta 

thro....,...t tlot _,17 wro lloqiJIC 1.a -.11 1oh . !bo IIMataotanro 

Tra.at ~ ot ,.,. Tori< •• reported to ban tw1\Ut4 aoro \llaa 

10 111111011 ot tlot 2 3/f.• ot 19168/63 t a r 2 3/f.a ot 1MII/61 aD4 

2 3/f.e ot 1i&l/ M. Ia- oo~~pnloa ..are aot 111 U.. •.Wt aD4 

01117 ou M'lpMT •• reported to ba•e ada 1llqair1oa, 
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TREASURY DEPARTMENT 

fHTKR O,.,C& OOMMUNtcAnON 

A. Locbh-.4 

8&111!!1 

Sept , 30 

Sept. 30 

Sept. 30 

Oct. 1 

Oc •• ' 

C1oae SIPT, 28, 1928 

GOLD IIILD II ~ 
$115.006.006 

St•uahip 

Prea. liooaneU 

.Aaerlca~~ llerclwlt 

.Aaerlcu Sb1pper 

..h1Dctcn 

Scaera 
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.Aaount 

$20.000.000 

10,000,000 

10,000, 000 

25.000,000 

25.000, 000 

fgo, OOO, 000 
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Secretary ot State 

l''a sh in:;ton 

1083, 1c9tember 29, 1 p . n . 

230 

GRAY 

London 

Detttd Sq>tembn 29, 1938 

~co 1 d 10:30 a . m. 

FC~ '.L'-:::: _-;tmY FROU o:'TTO' '0:.lT!:. 

A 1. ~10~~-:1 the first flush of Enthusiastic optimism bas 

dicd a·.1a;; l:!~e o ity has rcco.pt~U"td oo;:~e s cns c of confidence 

and io non i nclinEd to lool< upon tl1E ohancts for pec.ce as 

bctter tl1an even. In this conncotion the tenor of the 

concl~'.din:; pc.ragrn}D of th£ cdltoriol in today' s FI NAl!C!AL 

TD'ZS ~y be of interest : 

Ass"~inz that t his l ast effort , as Hr . C~berloin 

called it, t o nvert nar is aucceooful, it is evident t~t 

t he \70rlt1 \7ill not quickly nftt~ the uphEaval of the pc.at 

dnys MCI. \1tEkO rEtlll'n to normo.l . Czech front ier rrctif~­
oation mo.y oct others in train n), icl: n ill not bE accompli shEd 

Vlithout t ension a nd dc.ngEr . Al ao, a o llr . Chronberloin rE­

VEolcd , tl: E q~'cstion of the coJ.onico r£Ltc ina in t he mind or 

Herr r itler f or ruturc orttlcoEnt. Th£ Econonic and 

poli t ical bc_l anc£ of Europe io bEing a ltcrcd with consE­

quencEs ~1ich cannot bE foreocrn, and, c.t best, thE 

trcnoition back rrom a o£m1- uar to o pEC.OE rooting will not 

bE 
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MY - 2- 1083, September 29 , 1 p . m. rro~1 London 

bE cooy. T:1c evcnto of the past I'IEElt muo t MVE taken the 

trade cycle further on the downnaru poth. T~E recovery 

shot:lc'. be o.ll t he more r ap i d v1hcn !)ECCE is c.scured . :"O<:r.y ' o 

mccti113 giv co reason a lest chnncc with pcccc C".t stc.kc c nc\ 

four r cool "te men bent on ot riki n3 ~. juot bal :::ncc on :;rc:::t 

All t;"PE:J or nritish s cc•U'i. tics e re cdvc.ncitl6 U:ouG}l 

the C.L101mt o? bt:oincos is not ;-ct lr.r ae • . L!!<ewise the 

dollar o:;>cncd of fcred a t 4 . 73 cnc; lc ter 11cnt to ~ . 74 !7ith 

the 'lritis!"l Ctlthoritico r.cqui r i n:; otlbatt.ntial c mounto . 

Of t 1\c ~96 bO.:!'C offeree\ a t f5.::~.n; :~ t 145 s hi llifl30 10 pence 

the Bri t iah a.t\thoritico only h::d to takE oomE 260 end :>oot­

fixin~ ~old ~ao bi d c.t 146 ohillin~o ! pEnce . 

ROC 
01'1 

c ~ 

• 

•• , . 
............ 

• 

;I ' 
~ .. 

' ~ 

v't• "' .. 
- - ..... ,. 
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F'£DEAA.L RC 

C-~ORRESPONDENCE 

co•rxolftU.L nl.U 

L, I, lllolrt 

DATC •• , ..... , lfao 

SuuJco..r,f&D'IOII COJTIIII.tt%01 111'11 
... , or .OI. .. D. 

1 oall .. llaw~tar n 11121. ner "-d bad a "eJ7 quat ,.,. 

1n London, he aa1d1 •Uh dollart nunaa'lJI• bet••• •• '1'1 1/1 •• 

,,7& ( e1n .. t.oDdoa eloald the rde bad 1001 11p \o 4,'1'1 1/4), tb• 

propoeed •o 1111d ue n .. neru.c 10ld prhaa of ua. 44 111d Ult 

ancl rtul1Ds 4ollu U.at•• of 4,n Md '-"'· lh1la "' .. re h'k1nc 
ltt~linl "Ill' '0 4.'1'8 hll't end 'IbM I abiaed Kt*tr aeooi'41Diq he 

eb NII ed h11 11a1h \o 4.TI llld 4.TI0 

Be thaD nfll'l'ed to the ._.,, Md h11 11111en1oa by 

cable 1171 'h'' he oould lbip ... ,ooo,ooo turt11d of taa,ooo,OOOJ 
t or pJlTdoal rMaona the ablpetDt oou14 .. , be aade until Jlonda;r, 

onober a, ao am•• 1D Pon-\h at a'bclut 11210 P••• •• l'lllr .. 

the illtr1111, 1 told h1a that 1 WIIMI14, ef 00111'111 ba\'e to 111101111 

t ba\ adtu with \he fi'IIIUIJ' tlrd 1111' I oould NT l'lJht DOW tba' 
per-all7 1 waa 11a1Dn U aa, lJI q op1D1oa, \hat ~4 be too 

aucb oa one 'lion. loWIYII', 1 'IO'Il14 let h1a llaow by oable tODllb\• 

la*u alked bow •ob 111d "' had 1'1111Ye4 for hla ,,..,... 

troa Cana4a to4q u4 1 replied tto,ooo,ooo. Ia the told ae ef 

t be other al'l'tnlaCtl be bed •••• to pat hll ••-t 1D .aaa•• 
wbioh otherwtta, •• a raaalt of the •..utt•' • dalqld al'l'lYel, 

would h l't't bee lbofto 

1 ntll'l'ad to tba tw tldp~~ah pll' tale ltlbnlla -' 

th e lloaolua 1114 allltad ...-ld their attoa Mllll flaar•• lbow UlaN 

.. lllpOI'tt. ···- l'llll" .. ,. altbcllllb "' ... l"tlal ~ .. 
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FEDERAL RE9tRV£: a \N)(: 

01' Nr'N YORK 

CORRESPONDENCE 
COIJIDmUio FILII 

1 .. '· Eaollt 

I 

DATC .., ••••• 181 11.0 

SUDJ£CT· f&IPBOIII COI'fllaAt%01 wrfl 

BMtl or •CILAJI o. 

lD\o the INft-1 t1pl'tl \hq had lii'Oile the lew, U wet aow "'Iii' 

1atmt1on to lbow th• poll1lll.T 1A hel.Ye -\hat tlat ~ 1.n tht 

·-Uae the law tad •- tii'Oile. I •* .. 'lbfther ..,. papa .. bad 

btlll 11•ed., INeh II ..-.iler 1A1"0hllo Ba*• nplied. tbq did an 

approach OIU' -1111 but l•n \oolE the colt do• t o the 'boa,, cot 

a bill ot la41Dc fro. the *1pp• ot the lloa\1 llld the oapbillt 1 

PHaipt. fhe 'llbole \h1aa bat 'bo• lltp\ 011\ ot tho pap•a c d "' 

ot tile ovn•• ftpn• lll4 tbq •••• ,.., .ueb pltaaed. ritb tht 

H IUUa tO tu. 

1 ret ... ..s to the r.n tha' we bad rod.uted. our cold. pn .. 

len Biab' to NolO llld ulred. bill aot to W01'17 a'bout that. tbla 

ob-ce had coat \hi'OIIIh ,..~ •• •• 111 aut.aUo aaUtr tollowtaa 

• r eponed 111-•• 111 \lit wu 1'1* u....,•• rate. ·" •7 me 

lt didll't a lko -· d.itttr•tt 11Bdft pl'el«<t OOIIdlUODI Cfther 1\ 

•u u.et or N.eo. lbat 1 _, .. bU to liDO• "' t hat t be oJIC• 

... t here tor \h• to aot wt•boat boai\11117 •d thtt our , .... .,. 

ba4 aot ohlllled. 1h poUq. la*tr rtplled. that tbq altlllrl lNir .. 

vpoa t huo ortoro to 'bt ••14 •• 111 •as•• .... " llld .aaat it 

• u their 111\eUoa to 81"014 •lUI 1t .u ... alltOlnol7 ..... ...,. 

• ul U wu •taeb 'bollet ••• thtr "" .. 1111 tht rlaht th1111• 

...... ..u ......... Ulll .. e• .... tbt .. ftlllll 
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0An:.. 111,., ••• u-. 
me 

SUil.JECT:~- •• OOIUIUIIOI 111111 

t•• 0. .. Will. 

• 
aarttot .... I Ml4 Ida'-" b..s , .. pa14 ..C tho a.a• ..... 
•• '" ronillc ,h ... n tho ... ,, "ba4 a ,.,,., o.ar Sa n ._.,.. 

••*• ...,u.c llo tllnc'lat it -.14 'o a W UaJ.ac te 1• tbe .no 
11 \oo lli&h lalOII th ...... -0 4.naitO taftbel' po4 .... '-t 

\11.,. RUJ.4 'f'OJ'J' •• 11lco 111 te ,...,., Uao 4ol.lar r- colac 

lllther Ul.a '-"• I Ml4 Ida" would •• ,.U4e4 aoooNilla~• 

\ .. 
\ • 

<' : • ' ~ .,., • \ ... 
• 't , -.. _, 
i.~ ,. , 

() 
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TREASURY DEPARTMENT 

UNITED STATES COAST GUARD 

WASHINGTON 29 Sept-er, 1938• 

At l t l! •·•· w4a;r, our For\ HUnt llonltoriD& statiott receind • •••uc• ••t t'lUl the Borddeioh o..-.. radio etetioD. w atatioD. 
"DlVP". The ..U hUera D1VP are UD.lietld ill t he radio aD.d ehip-
1 Ute pllbUoa\iou. The ... M&• ••t ill plaiD. O.IWJl aD.d trana­
)a tod le eubat&D.tiall;r •• tollowe: 

"'lriiDi - Ce.l.l ill at a Netherl&A4a ... , llldi&D. 
por,.• 

Durilll the D.ilht the Bord4eioh O.man radio ataiioD. eent a 
"-"1&1' lD. &-lethr oo4e w t he tollowiD& 01.-.. nuele: 

I'IOLPIWI 
181':1 
OIWIXII 
Pllml8 
t.'t&llfiDMI 
11111'17AUIII 

JmRJIONl'HIB 
PIONDR 
P.ll!lWIBUOO 
RJWICil'lB 
PHOIIIICIA 
PALATIO 

The I'Ol'<Weieh Olman radio etatioD. al.IIO ..,D.t • ... M&• iD. 
<odo w the tollow1111 UD.linld radio etatiou l••aalla) bella.od 
t o be 01-.t 

The o. .... h_.,ip 181':1 l ilted a'bo'r• ealled ~ 9aD. PKro, 
Calltornia, tor B~ OD Bept.-ber 26th, The other •••••1• aboYo 
lleted, aro, aooordi.IIC w our art tiM 1D.totMt10D •DP~"' 1D trod• 
botWID Atriou, CIDtral aDd Sollth .AIIIrio&D por\1 aDd OID.Idi&D poMio 

:235 

IAto .... Uoa roeeiYod at t 1eo •·•· to4a;r 11 to the etteot thot 
tbe .... , ot no OIXMa yeeeol J'RlJIA B<IU'f, Whl.oh 4ep&Mod troa 8&D 
;-,I&Jl 711hi'M7, lllarl'IIU:ro raoei.-4 a oabll ~ BlabUI'I a4YUilll h1a 
tbu t.he I'RIDl JIB _. on 11er w:r .baolt w llaD n.n, PIM~ Bloo. 

~.~~~~~~~-D 
Rear A4airal, v. s. co .. t a..ar4. 

c "''""'· 
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PARAPBIUSJ: OF Ti:LIGRJ.l! R.IOJ:lVilD 

FROM: American Emb&aay, Pari& , France 

DATE: September 29, 1938, 3 p .m. 

NO.: 1645. 

23S 

' 

Reference is made to telegram No. 711 of September 28 

f rom the Department . 

This morning Cochran visited at the Ministry of 

Finance. He dlecusaed the general situation with Rueff 

and talked with Couve de ~~Arvilla later on. 
' 

No plana had been made for a moratorium if a general 

war should break out, Rueff told me; plans for avoiding 

a moratorium are on the contrary already made. A decree 

to thia end is carried in today' o JOURNAL OFFICIAL . I 

give below a translation of the vital part of this 

deoree: 

1Artiole 1. The time limite within wbich protests and 

other procedure abould be instituted for the purpose of 

maintaining legal rights attaching to nll negotiable se­

curities falling due on or after September 8, 1938 or be­

c oming due at the latest on October as, 1938 are extended 

until a date which will be fixed later when at the date 

of maturity the drawee or the eubsoriber 1B eerviDg under 

the colors belonging to the land aea or air forcea. 

BULLI!T 
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SEcretary of S tate , 

Vlashington • 

.. 
1645 , ScptonbEr 29 . 

( SEC'i'::oH T\'10} . 

ArticlE !I. 

ORAY 

Paris 

Dated SEptcmbt r 29, 1938 

Rcc'd 2 : 15 p . m. 

ThE sD.nE EXtEnsion is ()l'O.ntccl wll.o.tEVEr may bE thE 

military status of t h e dEbtor in ordEr to oErVE protcat 

and to mai nto.in legal rishts as conccrno thE bolder of 

a nEgot~ablE occurity , matur1n> on or aftEr SeptEmbEr 

a, 1938, or naturing at t h E latEu t on OctobEr 28, 1938 

" hEn at thE datE of maturity, t :.L ),older finds himsElf 

unclEr t 1•c colors end btlo~o to lam , oca, or c.1r forces . 

/.rticlE III . ThE pro~.oiono of Art icles I am IT 

LillY be invol:cd by c=trcio.l c.ooociat1ono of V!hlch all 

thE partner m:mc.gtr3 or dirEctoro find tllEmoElvEa 1n t hE 

milito.ry oitu.::. tion indicatEd in ~:: .<tat articles . 

ArticlE IV • ThE nEgotiabl-E otcur1tico to ,t;1?h ia •. 
npplioo.bl E ::;;.c prcsmt dtcrcE arc bill of c:tohongE , bills 

and wo.r~nt o • " 

PEO : KLP 

237 

Regraded Uclassified



238 
SIOTIOU 'lHRD ABD FOUR. 

I was told by Rueff that the foregoing was the only 

step eo t ar taken t oward easing payments . He said he was 

certain that there would be no trouble over the end of the 

month settlement on the stock exchange. The past week 

there have been various financial steps, such as 1noreae-

1ng rates at the Bank of France and on Governaent s ecuri­

t ies, whioh measures were reported in the daily finan­

cial cables fr011 the Embausy. Plane for closing French 

stock exchange or initiating control of operations 

thereon have not evolved. Any closing that might con­

ceivably be necessitated immediately upon the opening 

of houtilitiee would be considered only au t emporary . 

The procedure of making a census of for eign securi­

ties held b:y the nationals of a coWltry and of taking 

over such securities against payment in the country's 

own currency has come to be a co111111on one in the develop­

ment of exchange contr ol. Rueff told me that no such 

step& were contemplated here as yet. If exchange con­

trol is adopted De l.lurville stated that such measures 

~ould eventuall:y come. 

In the consideration of: (1) the limited 

faoil i t iee at present available to Franoe to borrow 

abroad; (2) the already straitened oirouaetancee of t he 

French rreuurr; (3) the l arge • ount of French funds 

now held abroad i n eeouri ties or in oaah; ( 4) the impor­

tant B\&8 of fo reign exchange which would be required in 

purobaai ng n.r materials and provisions , it would appear 

• 
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entirely probable that the Frenoh Government would oall 

upon resources abroad early in the war in the most effeo­

t ive manner that could be arranged, thus i nvolving the 

sale or at least the ple(ging of the seoUZitiea in order 

to obtain foreign exchange. 

Duri ng the Great War it wlll be r ecalled that J'rench 

privat e holdings of foreign seouritiea whioh were acquired 

by the''I'reasury against francs constituted an i mportant 

eouroe of foreign exchange for financing the war. 

Further developments in the promisee will be dis­

creetly followed and reported promptlf . 

E.A:DJW 

• 
• • 

.. 
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REB 

SEcrEtary of StatE , 

Washington, 

SEptE inbEr 29 , 4 p. m. 

CONFIDENTIAL. 

GRAY 

Zurich 

Dattd SEptEmbEr 29, 1938 

Rtc ' d 3: 30 p. m. 

Conference with high financial circlEs , including 

Dr. G. Bachmo.n, Pt•EsidEnt of thE S\'/iSS l;ational Bank, 

indicatEd that whilE military prEcautions arr. bEing takEn 

thErE is no fEEling that SwitzErland is in any immEdiatE 

dangEr of EnEmy attack. Dr. Bachman statEs that yEs tErday 

t hE Swiss National Bank sold bEtWEEn thrEE and four million 

dollars to support thE f ranc which bEtWEEn 4 and 5 p. m. 

fEll to nEarly 4, 60 francs to thE dollar . ThE EntirE 

availablE bank sunpliEs of AmErican dollars wErE sold out 

YEStErday, ThE AmErican ExprEss Company, Zurich disposEd 

of its entirE stock of travElErs chEcks and lEttErs of 

crEdit . CablE transfErs wErE also fairly hEavy, Total 

Swiss purchasEs o f dollars yEstErday w£rE EStimatEd in 

banking circlEs up to four million dollars . Following thE 

announcEmEnt of thE Munich Conf£r£nct , thE Swiss franc ratE 
grEatly 
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2- From Zur1oh, Sept. 29, 4p. m. 

grEatly improvEd and rEvErsE movEmEnts of funds sEt in 

today. WhilE thErE was much _nErvousnEss among t hE 

population yEstErday thE situation is calmEr today. 

TransiEnt AmEricans numbEring pErhaps two thousand for 

t bE wholE country arE bEing infernally advised by thE 

Con~ulatE-GEnEral, as opportunity c ffErs , to considEr thE 

dEsirability of procEEding homE as soon as possiblE, if 

no compElling rEason prEvEnts . 

FROST 

PEG 

241 
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REB 
GRAY 

London 

D~tEd Stptcmbt r 291 1938 

REo ' d 5 :30 p. o . 

StcrEtary of Stat E, 

Washington. 

1092, SEptEMbEr 291 8 P• m. 

FOR TREASURY FRQi.l BUT'l'ERWORTH: 

ThE U, S .S , SO:;l£RS YlhiOh is schEdulEd to ar r i v E 

Portomouth OctobEr 1 has bEEn ordEr£~ to dEpar t upon 

t hE arrival of t h E SAVANNAH on OctobEr 3 . S1 Epmann of 

tht Bank of Et18l r.nd t ElEphonEd to Explt:in undEr whot 

-conditions of trEmEndous prEssurE thE staff in thE 

vaults nrE f/orking to dEspatch gold bullion and 

apol ogizEd courtEously for thE fact that thE shipmEnt 

for thE SOMERS can only rEach Portsmouth bEtwEEn 4 and 

6 P• m. OctobEr 3 . Th~ 3ar.k of England askEd that 

this word bE passEd on to Washington. 

ThE Naval AttachE of th£ Embassy i nforms mE that 

in so far as h E knovts -no d i fficulty should arisE EV En 

though thE SOllERS b E dtlayEd by tidE from sailing on 

thE schEdul Ed datE of OctobEr 3 . 

KENNEDY 

ow 
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PJ.JIAPJIRAU OJ' HL'OP4M UOKIUD 

J1lCIU Allula.D , 
7 

IIJ, J.o114oa 

DAD: leptollber 18, 8 P•••' 

10 . : 1088 

FROM ImDilWOllft. 

r 
ri 

toaterdaJ, Bn10J ul:e4 M to laola, U4 u 1 t; 11 

DOt aOW.UJ oerW.1n t:bat the ~• of ~ bu b­

onUrolJ o111l1D&to4 .u . Jot, the •u polau ot au -

•oroauon held ~ut botcire the Jlou.oo of eo-• pro~ 
lap a1ght bo of late:roet. JIQgh 1.. J!nlOJ ozpooto t;o 

oau on tho etoa•h1p lrprMe 111 Br1ft1p OOtobor 1.7 

I Wlderetoo4 froa IUa tbat he ba4 eoon the BrUllh 

T%O&IUI'J oft1o1&le, &lid tbat &11 of thea wante4 hlo 

a4Y1oo oonoenlag no •Uerll 1. u to the 4ecr•• 

of bennolenoo of .Aaer1oan JliQ1;ra11tJ; a. &I to nat 

polat Ul4 1mder ldat o1r-tuooa a1ght .Aalr1oan at~ 

•onUon 1a a JUr~ -.r be apoote4. BIWlOJ 1ntorae4 

• tbat 1a roplJiAC w (1) he 11M gero11e4 gnat -u.-, 
t.D4 t:bat oonoonlag (I) lao lla4 otato4 nat 1t wov.14 

dopen4 upon o1rouwU•oo•, wtl1oll atpt; be aoo14ont&l, 

and wh1oJl 11; aa hll Dll1111o to fonoo at tiUI Uae.' 

llftlOJ eW.t14 h%tUir t:bat U OODI14oto4 U..t lUI Fia­

o1pal talk, ellCN14 tiMIH M a war, .-14 bow paYI tU 

•J fo:r tile ealo, tdaloll ...t4 pllablJ be .U t;ll:roqla 

1JiftftaOO 

' 

Regraded Uclassified



244 

insurance and banking eyndioatee, of .taer1oan eeourit1ee 

which would be acquired from reeidenta of Great Britain 

by the Government of tbAt country, He quite rightly 

mentioned, in thi s connection, that British insurance 

companiee have shares of outetanding value in .American 

bueineae. 

It is now generally asiiUllled in the City that soate 

type of promise of British financial aseistance to Italy 

constituted one of the induoemente to llussol1n1 tor using 

his good offices with Hitler. And !rom a thoroughly 

reliable quarter in a ~osition to know, I obtained con­

firmation that some such indirect approaches were made 

aa were reported in the second paragraph of my 475, 

September as, s p ••• 

UUDDY . 

• 

• 
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Stcrttory o~ Stntc , 

Washington, 

1089, SEptEmbEr 29 6 p ' .m. 

London 

Dated September 29, 1938 

Rcc 1d 2 :40 p ,m, 

(SECTION T\'10) 

Today ' s Bonk of England return shows a jump 1n 

note circulation of 21 , 7 million pounds . "Other 

dtpoaits" nrc also up by 7 .2 million pounds probably 

reflEcting a policy on tht par~ of overseas and other 

institutions of reducing thtir holdings of bill s and 

securitiEs 1n ordtr to bE more liquid, preferring dE­

posits with thE Bonk of England. 

A reduction of 7 million pounds in public deposits 

reflects exchange equaliSation account purchases of 

Trta~ury bills in the markEt and has htlptd to mai ntain 

bankers d tpooits at less than 1 million pounds bElow 

last week's level, in spit,t of thE jw:~p in tht note 

circulation, A considerablE amount of cash has bEtn 

withdrawn from the banks by individuals and institutions 

in preparation of i mmediat e emergency needs , but the 

bulk of thE inorcaac in thE note circulation is b£­

litvtd to bE now held by tht banks in nnticipa~ion of 

btnviEr 
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- 2 - /11089 , SEptEmbEr 29, 6 p ,m, ~SECTION TIVO )from London 

heaviEr dEmands in thE EvEnt of hoatilitits , British 

security markEts continutd firm during thE aftErnoon; 

wnr loon for EXamplE which yEstErday adhErEd to thE 

minimum pricE of 93 pounds closEd today at 99 but thE 

volumE of trading is not at all largE and thE city 

continuEs in a statE of anticipati on , ThE dollar 

ho.s continuEd offErEd at o.round 4 ,75 but thE volumE 

of trading hos not bEEn largE . (END MESSAGE) , 

KENNEDY 

KLP 
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J'RCII: .Aaer1can lllbau y, Par1s, l'l'anoe 

DATE: September 29, 1938 , 8 p .a. 

lfO.: 16'6 

J'ROK C OOIIRJJI • 

When I talked with my f riend at the Bank of France 

a t 12 noon today, the l'l'encb etabil1zat1on fUnd had 

gained a few pounds around 178.50 to 55. There bad been 

no activity on the part of the London control. .a. 

sarket operator tells me tbh afternoon tbat the Bank 

of l'l'ance has continued to get a little sterling, 

while apparently a good amount of dollars has bten bought 

by the British control. The deTelopmenta of yesterday 

halle relieved sentiment here; however, t he market 1B 

still wai t ing to see what happens. Considerably better 

rentes. .A.s of September 22 the statement of the Bank 

of rrance showed a fUrther adTance to the goTernment of 

1,500,000,000 francs . .A.lao, d1acounts were up 

1,355,000,000, and there was an increase in circulation 

of 1,382,000,000. Coverage wns 43.01 versus 43. 69. 

ror the current week w1 thdrawala !rOll savings and 

other banks haTe been he&Tier. Therefore a gr.:llr 111-

orea .. in discount portfolio and note o1roulat1on will 

undoubtedl.y be shown 011 the ne.q Bank of rranoe stat•ent. 

'l'o4a.y uo m1U101l francs gold bus for sbipaent 

on the PRDID~ R0081VKLT were inTo1cad by the Bank of 

l'l'anoe, to go to the Federal Re .. rTe Balik, lJew York. 

TOll 
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You are requested to refer t o telegram Ho. 1645 

of September 39 from the Ellbaeey for e. report of conver­

oattons e.t the Fiuanoe ¥1n1stry e.nd comments on credit 

248 

and stock exchange developments e.nd poseib111t1ee of e.ot1on. 

END KESBAGE. 

BOLLITT. 

• 

:U:LIW 
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f"EOS:RAL. HE•ir.h,;&;. u;..u,.. 

OP' NEW YORK 

CORRESPONDENCE 

L. 1, lnoke.__ ______ _ 

W'Uh rtftl'tnOe to Ba*trl I ltat•eat OYer the \elepbone 

that on our 10ld llb1p~eote ptr d1tttreat oruiltl'l tb.,. wtl't Dt\ 

lhOwinl t bt a:pol'\1 111 tht COUDtJ71 I OUIW. bola It t1prtl1 \t.ll 

aetually b1'teltin1 tht ltw; tha t th.,. bad not approaebed our -

sulatt in tha aeUtr and had obtained no papera other than a b1l1 

ot 1a41nl trot= tht llldpper and the -and1n1 ottictrl 1 raottpt 

and that tb'f did not 111ttnd t o lbow t htla t1prt1 ueapt poutbly 

in a year' 1 ttae t~ now, I apolte to Lochhttd and he proateed •• 

that t hey would not lhow aD7 t1prt1 e1tber no• and tb"t it Cb.,. 

4tc14ed to report thelt iaport• later oa tht)' would t1r1t 11Ye ae 

a chanoe 10 t o adrllt t h e Bank ot Jln&land. 
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HfJI..)QUAATIM 

--..... 
TREASURY DEPARTMENT 

UNITED STATES COAST GUARD 

WASHI NGTON 29 .,_ b --ytea or, 1936. 

The lataat dATelopaenta 1a the preaent aituetioD ere: 

Siaoa laU D.ipt GeDID.D. YNaala 1D. tlla North 
AtlaD.Uo han oaued c.-.mlo&UJ18 with Aaarlou 
radio aiaUou. Oe..aa neaela are o.-.mio&UD& 
11'1 tb nair OWD. Nor44eioll a..-. Ra~io station, A 

daollu in t h a a&D.41118 ot paraoual aeaeqaa ia aoted. 
Thia h probably due to appreh..,.iou that t he aaadill8 
ot auoh aaaa-c•• would cUaoloaa tha poalttoa or tha 
traaaaittiD& Yaaaal. 

The OelW&II .... el AJJ!IA 'll!lich, accor41118 to latut 
lD.to.-Uon, aailed trc. Brelta, Oe_, oa s.pt.-~>er 
lUll, tor Port Arthur, Texaa, r.aoaiYed urseut ordera 
fl'OII llublll'C to proceed to C&41ll. There 1e a C&cUs in 
Spa1a U4 a cadis on tha south ooaat ot Veuaauala. The 
forMr h probably t he one t o Wbioh t lla ADRIA haa bee 

v-r4erecl • 

• u U 100 •·•· W4ay tlla Nonl4eich Ge.-n Radio 
Sia\loa bep.D. oall1118 tom (40) Oe....,. ~clio aiatiou 
all bel leYed t o be Yeaaala ot Oeraaa D&tloD.&lity. 

Th• Oe.-n at-r WAIXIJRS, whioh oporaha betwec 
Oe.-u .,.4 OD.DacUD.Il porta, rec aiYed order• troa tha 
llo...U.1oll Oe.-n Radio StatlOD. •to proceed t.ae41ataly. • 
Tha IIALIDRI •a, on Sept•ber 26, 1936, reported to ba 
eoo ail aa ••t ot Bella Iala, !lnfoWidlalld, c route 
llallburs, Oe.-ny, to Montreal, ee,.da. 

The a...-u at-•r HANS I.J!CtiliAIIDl' at Pict ou, lion 
sooua, .... at ott har linN i .a darlalaaa toda1 (s.pteaber 
19th) aD4 ~cad tor tba opc a• without pi lot or clear­
uoa papara. Tha IIAIIJ LI(HWU71' err1Ted Sapteaher li8th 
a t PlateN oa bar -.td.-.. TOJ&I•• Her holda nra onl7 halt 
fi lled w1 til pu.l.p'IIOo4 'llbaD. aha M4e her uu~cted departurao 

0\Uito.a ottioiall notified QonrDMnt otfioial& at Otta•, 

OD.M4&. 

' 
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29 Sept•ber, 1938. 

'1'he a.- llt ... er COUJIIB'(l9 now on a Ce.rlbbean 
orui1e ourtailed her IOhedule and will return to 5ew 
York next week, 

'1'he Gerun tenker OSSA.G receiTed ordere at about 
2:41! p, a , toda7 traa Baaburc, Oe~, to prooeed to 
cureoao, Netherland& We at Ind1e~, tor order• and 110t 
to Teap1oo, llexioo. 

ne North Getw.ll IJ.o)'d Llner I?OTSI:W( d,_ at 
Si11111pore tod&T, Septeaber 29th, trc. Hone ltbllC with 
ll\IIUI'OUI Brl thh p&alelll!&rl tor 8111811pore canceled 1t1 
nlit and •• expected to r.Un at •• or oall at. a 

· Dutoh :aut I.nd1an port. 

't'he Oetw.ll •t-r TAO(IIA d1aehused all of her 
pe.l .. llCU'I ill San Pedro Oil Sept•ber 28th and .bepn 
tuelinc to oape.o1 ty. 

Tha Oeman ataaaer SCIIllfABIII *'" aleo at San Pedro 
Sept.-bar 88th tuelinc to oapeo1t:r. 

R, R. WJ]!SC!II, 
Rear Adairal, U, S , Coast Cluard, 

ec-,ndallt. 

- 2 -
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TREASURY DEPARTMENT 

INT'Ut OI'I"'C& COMMUH ICAT10H 

To Seore\a:r7 llorpa\!laa 

••• • A. Lo.:!lUeA 

Sb.1peeah arnace41 

klll!c 

llep\ • .30 

llep\. JO 

lep\. 30 

Oo\. 1 

Oo\. 3 

Oloa• SIP!. 29, 1931 

QOLJ) DL1) u ~ 
tlZII. 600,600 

lte·-;tp 

Prea. looaenU 

JMrioea llerebaa\ 

.._rloea Shipper 

lfaelt.iJIC\OB 

s-re 

252 

_, 
$20,000,000 

10,000,000 
' 

10,000,000 

25,000,000 

25.000,000 

$90,000,000 

Regraded Uclassified



DEPARTMENT OF STATE 

WA8HINCITON 

In repl7 rater to 
FA 811 , 515 Gold Purohaee/163~ september 30,1~38. 

The Secreta~ ot State preaenta hie oompliaenta 

to the Honorable the Secreta~ ot the freaaur,r and 

tranamite the en.oloeed ooamunioation t or ooneldera­

tion and euoh aotion ae m&7 be required, 
Attention: Kr, Archie Loohbaad, 

Room 281, Treaeur, Building. 

a-A 

Regraded Uclassified



-
254 

REB 

SEorEtary of StatE, 

Washington. 

CRAY 

London 

Dattd SEptembEr 291 1938 

REo ' d 5 :30 p, ~. 

1092 , SEotcnbEr 29, 8 p, m, 

FOR TREASURY FROil BUTTERWORTH : 

Tht u.s .s . sm:rns t~h1ch is scheduled to arrive 

Portomouth October 1 has bttn orderEd to d Epart upon 

the arrival of t hE SAVANNAH on October 3 , Sitpmann of 

the Bank of Engl and telEphonEd to t xplcin undEr what 

conditi ons of trEmEndous pressure the staff ln t hE 

vaults o.r£ v1ork1ng to despatch gold bullion and 

apologizEd courtEously for thE fact that tht shipment 

for the SOMERS can only reach Ports~outh bctw<tn 4 and 

6 P• m. October 3 . ThE Bank of England asked that 

this word b E passEd on to Washington. 

Th£ Naval Attach E of the Embassy informs mt t hat 

in so far as h E kno>7S no d1ffl.culty. should arlst tv tn 

though th£ SOllERS b t dtl o.ytd by tidt from s~lling on 

tht schedulEd do.tE of OctobEr 3 , 

JCENHEDY 

GW 

- Regraded Uclassified



CONE'IDENTIAL 
WAR IXPARTMEHT 

WAlt DCPAJitT'MINT 0DrCRAL WT'AIP 
.....-runo MfTP. - ­WMHtHeToN. 0. C. 

IIDIO!Wmlll NO. 25 FOR THE CHIEF OF STAFPo 

G-2 
J II 

September 30, 1938 

Subjects The preaent European oltuetion to 
l OoOO A.ll. , Septed>er 30, 1938· 

General Si tuetion. Detello tully coTe red in the preoo. 

Tho &l.Aoat uninroal popular enthuaiaam, except poaoibly 
in C&oohoaloT&kia, OTer tho negotiated oettlement ia 1nd1cat1Te or 
widespread abhorrence of war and wearineaa with the long auotained 
menace of war. Thla almost hyaterioal joy or the massea that war 
hea been aTerted ia no sure baaia tor relaxation on the part or 
reoponsible officialdom in racing the tuture. 

Bitle r and Jluaaolin1 r«aain, and the extremist• ot their 
reopeoti n part.ies remain. The cult of clynamioc continue a to be 
t ile predomlne.nt faith in Germany a.nd Italy, and thla meano eaaen­
t1ally that ob.angeo 1n Europe and ehewhere are $till to be ,.o~ 
in a ooordanoe with the will or the otrongeat. 

Hitler , under the tbreet or an undeaired general ..... 
oompromiaecl to the extent of negotiating a aettl-nt. fhia un­
deniably - • a oonceeaion on hlo part, and 1n the uature of dio­
t atorohipe, obTiouo and 1Jnportant oonoeuiona do not fit the role. 
HeTertheleoa, the conoeaaion waa a ahrewd political stroke ~oh 
at least ....,.ntaril y diaal'lled the d8110orooioa. In the enauing 
negotiations, military intimidation ... noTor absent, even it it 
•• not accentuated, and Hitler obtai ned practically all that ha 
demanded. Aa to method and tiM oohodulo only doea he '"""' to hen 
conceded ~ pointe . 

Nobody oan yet oay what tho ulti•te reaulta or the re­
cent ••onto may .ean tor intornatl oD&l ot abili ty. Perhapo a ~••­
oary d....,grapbic adjuat.mt hal boon a oo-.pliobod. Perhapa other 
aladjuo~nta ot the poot -_,. troa tieo •Y be approached in a 
op1r1t or compromioa . Tho Tiolonoo ot Gorwan and Italian d-..do 
•Y abate ao tho pooaibUltieo of eo-called 1noquitieo bee.- w o-

OONE'WENTlAL 

• 
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CONFIDENTIAL 

oapt1bla to a4jut.eut. fbe ItaUua allow lip ot ••rluu with 
oont1mae4 exo1tat1on, the a..-... too • 1 be£1n to tire ot the 
t.bno~Ut1 .. 1n their aooial, aooDOIIio t.nd llil1tary ruat.,.,a. 

Ot reciloea reaponaible tor baplJIS lllropa on •4ce, aortet 
HU11lt. hal bean fairly well driven into dlplo.tio i1olation, or 
hal oho1en th11 1tatu1. Italy' 1 dedre tor t. nor.l axiatenoa 
1a ... to-~ 1n.,...rael:y with the rtolenoa ot 1Ua1ol1ni•a oral at­
torte to whip up -rtlt.l apirit. The dadre amonc Ital1o11.1 to 
ra&oh on .lnf;lo-Ital1on Aue-nt ae ... lattar~ to ha.,... bean re-
1'1Ted · Bitler'• onnouno-nt that Ge~ baa no tlutber terri• 
torlt.l d..,.da 1n lllropa, t.nd h11 t.er•-t to join 1n a paron toe 
ot the 1ntacri ty ot Caeohoolo'ftkit., attar the PoUah IJ>d lllmpr1an 
olaiJu baTI been a4juatad, are tawrabla uouranoea tor the tutura. 

!hero erloto • .,.. ju1titiot.tion tor the bope that ~ropa 
•Y enjoy t. ret.aoneble period dewted to nacotiat1o111 ...,liS the 
baa4o ot the tour bit; otat .. , ond t. ohonoe ot oettl ... nt or •­
tunda=ental 1o1ueo. ReTertheleoo, it 11 too early tor ~ropeon 
Oover111Mnt1 to t.aoume tht.t onyth!JIS but the l..Mdit.te oriole over 
the Sudeten attt.ir bt.• oubo ided. 

GONE'IDENTIAL 
-2· 
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CONF'tDE1NTIAL 

Jli~ Situ&ti.... the tollowi!l& 1Atorw.t1on 1o ill 
1®1taDOe,r- illltary .lttaohe or State De-...._ ~ • bl 
or the pr111 u I.D4ioatecla .,... -n• oa e1 

Great Britain -
FroiD M.A., Lon4an. Sent 6a2} Poll. 
Septellber 29, 1938. • 

1o obange ailltary 1it11&tiOD uoept ,._ untt1 Lon-
4001 BallOOD ll&l'r&f;e tpottecl. CODat ...... tion ot balobprooto 
oontillueo lli&ht and <lay . 

Fna Prell • 

.All Britieh aiUtar,. p ....... u..,.. prniowoq tet.A 
baTe been oontimled ill to roe. 

l'n.Do• -
Froa Prell • 

.l gOTen.ent <laoree iooued at Pario durlDg the oon­
torenoe ot the headl or the tour po1011'1 at Jllmioh gan 
Prealier Daladier authority to elltoroe at onoe the Law 
tor the Organhation or the llatioD 1D IJa.r ot July 11, 
19.38• fhie law prortdl1 tor the oolll}lote mob1Uu.tion 
ot the ..., l>"ftl', iJiduatry and tiD&noe ot the D&tion 
tor ...... or 1D a period or extei'D&l telllion. 

Franoe 1D the -.oti.M -iDtai ... d her etat\11 or 
partial IIObiliu.tiOD ;:.M 110 -U\11'11 t0111t.rd ~bill­
aation baTe yet been tet.A. 

Prca Pre••· 
Oe,..... troop ocmoiDtratiolll oontiDuecl yeoter<lay 

to P'OIJ al~ the lloulllbe . rile oitieo of PuAU aDd 

Lilla look like liD&• aili t&rJ ouq>o • 

Caeohoolon.kia -
Froa State Dept. Reoeind So~ 
bel' 29, 9a00 R.N. 

fhe Vlmioh oontei'IDOe 11 Ti.,..d &llliouly bf IU'IOiJ' 
oirol .. , the laok of Caeoh repreaiDt&tion girtllg riae 
to rear or .... u out. .l ,.,.ral belief e:dota tl>at 

the)' will haY<> to tig)lt ·- tiM and lrill ......... aga1ll 

be 10 -u prepared u -· · the a.J'1IIr t11ll tbat it attaot.d it oould hold 01lt 

tor -tha. 
,...,..riah wrk oo field tortitioatiODa, --

s- poeiti- aDd baJ'rloadll ,.....&led b7 roo •'"-

- ~ -

CONF'IDENTIAL 

• 
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I tag - llo ob&JI«e, 

Poland-
Froa Preaa. 

Ott1oW oirolea atated that Poland wollld retuaa to 
be bo\&Dd b)' a:tJ;¥ agre .... nta re&oM4 in tiM 1111111® Four 
Ponr C~erenoe 111tbout !Mr· partio1pat1on • 

• • • It ia otu..4 that 70 Polea bt.n bec tilled 
in oleahea on the 'feaohen border. , • • llo repl7 baa 
bec reoe1Ted hoa Pr&giM to the Pollah DOte or ruea.-.,. 
'llbioh ..-tained. detailed propoaala tor the aettl_,t 
ot the Poliah ainority quutioll& in TeaoheD cd S1lea1a . 

U.s.s.R. - Jothins to report. 

lfetborlanda -
Froa State Dept . Raoeind 4,00 P.M. , 
September 29, 1938· 

Further .ob1lhation held in abeJ&DO• pea4111g 

lllmioh d..,.lo~ta, 
l>lltoh polio• on Ge...., border report I'UIIOra tbt.t 

Ge.-n reaerrlata in frontier 41atriota near ~ have 
abolm reluct&Doe to don unitana. 

Greeoe • 

OONE'IDmNTfAL 
Regraded Uclassified
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J'rGa Ste.t. Dept, ReoeiTed 5&00 P.K., 
Septaber 28 , 

Lt.tTi& 'II<Nld r-u. Deutn.l &I loJ~« &a poallble, 
The IIlli t&r7 J.tte.o!M report a op!.nl.OD c!.iTidec!. in Lat-ri&Jl 
J.rrq &a to whether 1M abolll.c!. aide with O....aq or So­
net llniou. 

J'rGa Ste.t. Dept, lleoehed 3&00 P.K,, 
S.ptaber 28, 

!llrloo)' e:~peot.c!. to ~~~ "'""tn.l &lthoQgb at~7 
ll)'ll(l&thetio to G..at Brl te.in, 

Proa Ste.te Dept. lleoeind ll&OO 
J..K., Bepteaber 28 , 

Ill oaoe ot •r Irel&lld will endeaTOr to •illte.in 
trindly Deutrality with Brlte.in. 

Praa Ste.t e Dept. Reoeind 10,00 
.1..11., Septaber 28, 

U Ital7 iiiTOl ncl in &eDen.l wr llQpt ...,lll.d 
prob&bl7 be iJrndM rr- Libya, 

J.ir bc.blll& part1olll.&rl7 teared. Qe.o ••lr::a 
"" DOt a..Ul&ble tor tiM oirll populat1o,.. 

!!!!!. - Proa Ste.t. Dept. &eoelncl ll100 
P.K., Se~r 28. 

flmiei& will &in oupport to Prlilloe • ~Noh llll­
eu1Jle .. exiata beo1.11oe ot abo....,• ot adeq111.te pro­
teot1oD agailllt gao. 

Prca 11..1.., Beriill, GeJWIJQ' • 
&eoeincl 9 •25 .1..11., Sept. 30• 
SeJ1t 12150 P,ll. , Sept. 30• 

Io ~ in ailit&r7 elt•tiollo 

- 5-
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GAL PLAIN 

Pr !lhn 

Und::~ ted 

255 

Rec'd 10 :05 ~ .~. 

September 30th, 1~38 . 

Sccre t - ry of Stntc , 

:i:-.sh1nzton . 

261 

EffEctivE SEptEmber ~ c11 Ex~ortnt1on Czechoslovak 

~nd fore icn currency, nlloc ~ t 1on or fo reign currEncies 

for r.n y ryurpos E nm crEdi tine of Czcchonl ovnk crowns 

to rorr1.rn occ<'unts subject to l' -:~ t1ono l 8nnk pennit . 

Urgent privtltE inl'lnd tElEz r = now t.ccEptcd in pl a in 

lcn::uage , enterprisEs dESi !!n~ted os in:portc nt for n!l tion::. l 

defense ~y sEnd tEltgrums nbr o:-d , other outbound tclc ~r~s 

subjEct nErmit DEfEnsE U1nistT7• 

RcpE!lt CommErcE. 

CARR 

KLP 

-= , j t t ) ' ·: 

' .. 
• y ·,. ''1 v • , ,. r 

Regraded Uclassified



F£0 ERAL. RC.SIRVE •ANK 

OF New' YORK 

~-.~.,.,,.~ CORRESPONDE NCE 

25S 

DATe_ ____ 10, lta. 
co•n•rU&....r. _______ _ 

, •· b . ..::o:::lcc=c•-------
SUD.ICGTl tiLJnOIJ COifJIUr%01 111!1 

IAK or aowD. 

I oalle4 ••*• •• 11101. lblnt • ba4 -. .. •117 eala sa 
Loa doll todQ", be M14. •• .aao op..U, .aao lleUu b .. .__ do• ._ 

'-" blat \b• Ut Mt ., .. ,.. loa•u o tw oMewa ... sa •• ttao 

dallar MYe4 M ._... .... .. •• U aa.. tluhat .. be;' ... \!ad 

neue a4 '-lll/1. • fail'.._, et am••• ~ .__ ••• -• 
people, bo tb ... llt, ._. .. ,. ••• of CS.Uua tor . ~· pa~ .. ot 

aoQ1lirf.q .. 11'1 .. a..n.u ....... of .aao ·-·bad~~- ... ar 
t he auttn •• anttl'.,•l'• .. "" .. ,. woftla1 1a ,.14 wltbon 

01Yir1Jic tbo wu l'la. Bo bad •14 aboa• 11001000 1old 1ll tbe aartrn 

k487 all of 111l1tll ba4 1000 M aftl,l'.,•r•• lh oparaUoa• :l.a 

d4Uua bat .... aU. ~be ..n.- •• 1nuaa Ita* to • aoH aoiiUl 

poatUoaJ 1olt be4 .... pnntullT 11 ... n .aatpp1Jlc part\7. I 

•*od 11h-'bor-... l'l* 1a..,_oo na .,a11l ~ obh11lUla. 

Bnker thclnlht a tail' ..,_, •11.14 bo bel bat tbd llaa1Do .. na 

•Ull • .. nor of allfthUOD •• U ~4 probahlT '*' two or 

throe 4a,y1 botoro thtr wore •tti'OlT baCik to DOJ'IIal• 

rr••• bat 11 .... e~t.~at ftllkllll 144 canpol bad 1on 
abollt 1100,000. 1$ ..... M bf.a (latiiiH) \bat ff'M DOW 0D tbl 

anrtrat 1110al4 IDOO 11a1a t1K Ua liFO OD tllo lnnlb tnao • 4• lei' 

\bat .. -.., al• • \bo ..UII', .aao lntor 1a -•t• 111\b .aao 

oceta1ol..U.oea. 

........................ llltr ... ,"' ......... 

doUua *' ._. or ••u' ah _. ll" •• • Uoft 6ol1. ant111 
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FEDERAL. RQERVE GANK 

0,_ NCYI YORK 

""~''--"' CORRESPONDENC E 
coanollt~ rz_"•_:.._ __ 
s. • •• lallll 

• 

DATe leptlllbv 10, 11•• 

SUOJCCl'l f~l COifiiU!IOI 1111 

lAIIt or •owo • 

wu probe\117 o.a"ll•et ta reeat ._the at 4.11 at ttae -•t 1.-.. 

to tb• Ulla a ne-Ul• nte. theb •a!A 14 .. t-• aow ••• w , .. 
beck w aorulJ that b-.. •• -.14 " ata4 1t thtr u-u .... 
11Y1111 •• • eterU., nqe •• U111 l'ftana te Ula p~p•h ..,,. 

I r~led that that ••• of _, .. , •Un17 Nt111~17' w ••• 
Rawer -ttavod that he ha4 ~- oUlo4 •• aow 1014 Uldta, lGa M 

ead l"• 44. I ropUod that we ba4 lloqbt ""•- 1!001 000 •• 

£4001000 at ble OU'ller 1014 pr1aa ttut that t- aow oa •e wnlt, 

ot ooune, be pidet 1ilr \he later oe11 • 

... .. ..... •• .. •• lblplllllt ot the ao,ooo,ooo 1014 

alneq pallletJ I M14 that tor the U•• be1q " WDV.ld 1••• Ulat 

.. uar ope. 
1 ntened te t•l' It ble etp~~eta u 1 '11 1.a o .. r the 

"*•4 ............ that 1t hi ........ to ... the 'tlboll 1.t 

tbrouch 011 ._d.q he ha4 b-'t• 1h1 •• tannnlou toaorn• 

IOI'Ilinl 10 thd WI ooa14 IUIII thl DMIIMI7' OUitolll llltriel W.lPft'W 

11111 bt~ln ..toadlaa at 1 .... 011 ... ..,. ••*"' N14 he 414111'' 

ltllow :rn wb..Ul' tbtr ,..,_. all ot 1t 1014 wt hi wov14 '" t1 

it that " reee1wet 4ettaSU taetnnloa• 1l:r ueonew ••lal• 

• 
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Sccrttary of State , 

''lashineton. 

1107, Scptcm~cr 30 , 6 p .m. 

FOR TREASURY FRO~ 3UTT£~;c~J . 

258 

PLAIN 

London 

Dattd Scpttmbcr 30, l Q3e 

Rcc 'd 2 :40 p . m. 

Br itish security ma rkets h~VE continuEd yEs t Erday ' s 

up~<al'Cl. movEmEnt; war loan for cxnmplc today e oing from 

99 to 102 VThich i s a bout t he pre-cri sis level. The 

city ' s central a ttitucl.c is wel l rc f ltcttd in the follo·.tinc : 

Tht PINA!'O::IAL Tlt.:ES: "There stems ood reason to hoot 

now, however , that t h E nt~otiations will orin! t o en End 

without recourse to thE a rbltrsmtn t of wa r a pEriod of 

dan~crous t ens ion whlch has Janishtd thE peacE of mind 

of most of the c i vilized oorltl just as it has cast a ':>li . ht 

over its economic activities •• • If t hE rc mainin:: o) st!'lclc s 

arc surmountEd a s thErE i s r eason to hopE they ·.•111 C.c the 

a ro.titud c of thE world will go out first of all to !f.r , 

Chamberla in f or his magnificent eff or ts . President 

Roosevelt a nd all others who hnv£ contributed their 
inflUEnCE 
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- 2- No . 1107 dated SeptembEr 30 f rom London 

i nfl11c ncc to thE cause of pEace ha ve earned our thanks 

no lc t:a . 11 THE FlNA!'CIAL tlE' :s in a mort cautious 

editorial entitlEd "Ac rcEmc nt in Pr1ncl ple " after 

cmph::~siztng the value of the a~h1evtmcnt "'.Ohlch mi?ht 

have ~es trcyEd the bases of our present civllizatton• 

concludea "has war been averted no, or only postponed 

for a JXriod? That is a quest•or. ,.~,i~h i n due cours: ldll ­

and must - bE asked. For ...n~tc ver thE !lrteise f ormula 

··•hieh may be adoptEd at !.lunieh it !las bEEn EVident since 

the An·_;lo-Frcnch proposals we r e fi r at f ormt:la ted t hat a 

settlement s ecured by any !l'e;lna Dhort or wn r would represent 

a subst'lntial victory for a po·:terful eml arsrcssi VE sta te 

at the expense of a weaker neighbour . Herr Hitler hs.s 

259 

sta ted cxnl1c1 tly that the l imit or his terri to rid a-;)i t •.ons 

in Europe has been reached . l. r . Ch<lll•;er!nin <tPP£ "-:'S to hnve 

accepted this d Ecla r 2 tlon ns sr. honest sta tement of i nten­

tion :me' a ll now •<ill hope th{'t !le jn ri;r,ht . There is one 

way in 1.~1ch the Puchrcr's ~in~ crit:; c:- n b e put to the tes t . 

Is h e ,vJ. llinr- thot the r:un!ch c ~· ree rr.t nt sh!oll be folloned -

nncl followed quickl y whilE the rccollE~ t l on of grin SeDtt :r!JEr 

d~ys of crisis is still vivin - by a conference air-in ~ &t the 

d is ~ l'!1! :l:!IED t 
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-3- No. 1107 dated SeptembEr 30 f rom London 

disarmrunEnt of EuropE 1nclud1n~ th£ dictctorship statts? 

If not thErE is but one conclusion for this country to 

draw from its £scopE from thE abyss - thnt thE stttlt~nt 

of any futurE question which r.ay a risE muet for the wor.ld's 

sakE bt basEd on Sri t11in' s strEn. th Md powEr to enforcE 

htr conception of justice if nEE~ ~£ on any statE in tht 

world. 11 Thtrt is o £Ood dtol of t:llk in tht city to thE 

effect that th£ lltitional Oovcrnru:nt should ca sh in on 

2sa 

Chamberlain ' s personal, ~nd ~t present popular, achieVE­

ment by holding a r cncrnl cltction beforE the detErioration 

i n 3ritain ' s Economic position becomes mort a pparent ~nd tn 

Spanish situ:~tion oncl tht question of a coloni'!ll settlEmEnt 

with Gtrmany come to thE fort . ThE dollar opened at 1.~1 
bid and went 11s low as 4.85 . New York com£ in a sell£ r of 

dollars and thE X'!ltE movEd to 4 . 81 closinB at 4 . 82 . ThE 

Frtnch intErnal fin~ncial position is again coming under 

conoidtration and the franc has rcovcd to 179 . Gold fixint 

of 313 bars at 144s . ld . work£~ out at 34 . 76 which ~as 

about parity without wor ris}· insiU'nnct • 

authoritiEs took most of thE f171ng. 

I ' 1 1 

RGC 
·· HTM 

...... h .. , ........ 

.. 

--

Tht l3rit1sh 
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PARAPHRASil OF TELEGIWI REOJ:InD 

FROIL: 

DATE: 

NO. : 

American Embassy , Paris 

September 30, 6 p .m. 

1654 

FROM COCHRAN . 

?"l ~o 

Today the JOURNAt OFFICIAL oarried a decree which per­

z its the sett lement through bills drawn on the Treasury 

of contraots, or other statements, exceeding the sum of 

3 ,000 frahcs ae partial or complete payment, covering 

expenditures for transport, services and supplies effected 

for aocount of the State. These will be negotiable eighty 

day bills and may be cashed through the national fund for 
(Caisse Nationals dee Marches) • 

state oontraots/or through banks . 

ILisgivings ari.sing with regard to the French franc 

has been w1 tnessed today by the Paris exchange market. 

ThiB morning the opening rate was 178 .50, but this quickly 

moved near 179 with some sterling bei~g yielded by French 

oontrol . However, the important trading today is in 

dollars and sterling rather than in trance. 

At eleven o'clock this morning, when I visited mY 

xriend, I found him happy over the Munich agreement but 

the fUture of the franc oaueed hi m some concern. Due 

to the mobil i zation of French foroes, the French TreasurY 

situation is made more serioUS by its heavy expenditures. 

Yesterday the French Bank statement showed draWing 
by 
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by the Treasury for l,50o,ooo,ooo f rance in addition to 

the 3,000,000 ,000 1n the previous week; leaving a balance 

of approximately 7,500,000,000 that oan be drawn under 

this credit . 

Due to the departure of aliena from France and of 

st agnation of commercial business incident to the wa.r 

scare, tax receipts will likely become leas satisfactory 

e.nd foreign exchange arising froo tourist expenditures 

will be greatly lessened. The Government has not risked 

asking for a long-term loan on the French market during 

the past critical weeks and has been obliged to raise 

interest rates and otherwise make its short and medium 

term seourities more attractive. 

Today the beginning of the system of paying for state 

supplies with the type of bills described above may be 

interpreted as a makeshift emergency financing which is 

likely to continue in the Treasury's present difficult 

cirou:nstances . 
Inasmuch as these bills, ae well as the new type of 

three months three percent Treasury bills may be realized 

on at the Bank of France, it seems that this institution 

will fo r the present have to bear the brunt of state 

financ ing . .All 
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All of these ciroumstanoes tend to cotdirm the 

opinion expressed some time ago that while the franc 

depreciated rapidly along with the pound, there wae 

hardly any likelihood that it would achieve and maintain 

263 

a. corresponding recovery . A real repatriation of capital 

into France might start should the European political 

situation oontinue to improve quiokly, but it is entirely 

unlikely that this could oome in time to relieve the 

Treasury in meeting its heavy bills this rall. Therefore, 

i t is possible that, unless the Frenoh Government m&¥ be 

able to follow up the present a.ohievement of international 

peaoe by some suooessful and unexpected financial move, 

the question of let ting the frano depreciate beyond 179 

or of instituting exobange oontrol may shortly arise. 

i1ID OF lliBSAGJ: 

BULLITT 

a ~ 1 1 1 ,, 

EA:DJ'I l"f~l Ye• T 

\ 
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DEPARTMENT OF STATE 
WASHINGTON 

In reply refer to 
U 462.00 R 396 B. I.S.­

Speoi&l Reporte/311 

lly dear )(r. 8eoreiary: 

October 14, 1938 

I enoloee a oopy of Strictly OontldenU&l Letter 

No. 263, dated September 30, 1938, with enoloeure, 1n 
• 

Kr. B. Kerle Ooobran'e eeriee of letters entitled 

1 INTERN.f.T IO!IAL BAD: NOT IS 1 • 

Stnoerely yours , 

lnoloeure: 
J'r011 Parle, Jo. a63, 
Septnber 30, 1938, 
with enoloeve. 

The Honorable 

Be1U7 llor .. ntllaU, Jr . • 

Herbert Feie, 
J.dYi .. r on InteruaUon&l 

loonomio .f.tf&1re. 

eeoretur of tile !r8UUZ1 • 

WubiJiiiOD, J) . 0. 

2C7 

\ 
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IIISTRUCTIOIS RE REI.tUiSTS '10 POREIGJ 
COUNTRihS FOR FINANCIAL INFORMATION 

Sept ember 30, 1938. 
9:00 a .m. 

Lochhead : 

H. J.I . J r: 

Lochhead : 

H.lii . Jr: 

LoclUlead : 

H.M.J r: 

Lochhead : 

H. !o! .Jr: 

Lochhead: 

il.li . Jr : 

Lochhead: 

H.U.Jr: 

Mr. Lochhead , there was one cable last night which 
aroused art curiosity. 'lib¥ did Mr . Bull send a cable 
to Bullitt asking b1m about what the French were doing 
about closing the stock exchange? 

The cable that came from Kennedy, or Butterworth, 
giving what England would do, brought up the question 
there . Speaking of Douglas, Mr . Douglas came over t o 
spea.k to t hem there as to what the other - thought it 
was a good idea to know what hngland would do, so 
t hey decided i t would be a good t iling t o find out wha t 
the other would do . 

'llho ' s "they"? 

S. E. C. , Douglas- whether the other ones had any 
plans ; be a good idea to have them beforehand . Tried 
t o word it s o it woula not be 

Well, s ome place, somewhere, I wish you ' d register 
that when they wish - they ask the French on financial 
questions, they shouldn't do it without clearing it with 
me . 

Tney mentioned it - t alked With lir. <>anes . Douglas 
wa s over there, and in the rush over there Feis 
mentioned that to me. 

Well , did it clear through you? 

Yes . 

All right . 
. . 

Yes, and I cleared tbrough llr. Banes. 

Because I would bave cleared it ditfero!ntlf. I wo:uld 
have asked Roy Beaulieu to do it casually. 

They claimed they _ were going t o do it casually . 

There wMs nothing casual about it. 
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Lochhead : 

H. II . Jr: 

Lochhead : 

H. II.Jr : 

Lochhead : 

ll.IL Jr: 

Lochhead: 

H. !.I.Jr: 

: 

271 

-2-

And taey meant to do it with Switzerland - the wording 
or the cable •••• 

I thi~ the way it was handled, if the thing is as 
critical as it was, it might have been upsetting and 
I just wouldn' t have handled it that way. ' 

One other point I did make: 1t was r a ther odd tbat 
cable that came in from England said that they thought 
llr. lJouglas should be informed . llr . Feis said Douglas 
was over there speaking about that - the cable was 
addressed to t he Treasury, end t hat llr. Banes - it 
would be cleared through llr . " anes 1f anything came 
up; that llr . Banes was over here to clear that sturr. 

Well , inasmuch a s you nandled it and it's over, I 
wish you'd tell Herbert Feis that in the tuture any 
request for financial information of any for eign 
country must clear through me. 

(Nods yes) 

It•s over but we ' ll have other emergencies, see. And 
you might also say for me tha t the way the cable was 
worded, the way they sent it - I thought it didn't show 
the best judgment, under the circumstances. Will you 
tell him. that? 

I 111 tell him that . 

IJidn't show the best Judgment. It' s over and through. 

Lochhead: Yes. 

H.LI.Jr: but t he whole thing that I was trying to do through 
this wllole peri od was to show no nerv<>usness on the 
part of t he Treasury . 1hat was the whole thing: no 
nervousness business as usual . Then we send a cable 
asking lioll~nd, Switzerland, F'rance, "What you g oinc 
to do about the stook exchange, what you going to do 
about American securities?" Read a column - •Oh, for 
God's sake what you going to do?" - Just the way you 
read tt. The whole thin& I was trying to do, end did 
do was keep the whole thing oala. We could have done 
it' very casually . Or Knoke could have asked Bol~D· 
Just tor the future - not terribly important; it a past . 
But I don't want any a&Pncy other tbaJl II)'Selt - •• -
askiD& torei&n countries tor tinancial intor-a tion. 
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RE PROPOSED CHINESE AGREEMENT Septe•ber 30, 1938 . 
9105 a .m. 

Pr esent: 

H.U.Jr: ' 

HUI>S : 

H. loi.Jr: 

Huas: 

H. 'A .Jr: 

llr . H1mea 
llr . Oliphant 
llrs Klotz 
llr . Lochhead 
llr. Haas 
llr. \illite 
llr. Jones 
ilr. Tapp 

Now, 'lle've got rive minutes before Jesse the Jones 
comes in, and I read Baas's memorandum and - which 
boiling it down, was that these people, on this 1 

suggestion of selling wlleut under these methods 
sre terribly nervous it's going to do something' 
about the trade treaty. Right? 

Tbat was •••• 

I remember you said, "They're so nervous about it, 
maybe they'll come through for a straight loan. " 

That ' s what Tapp told me walking out . 

.Yell, right after that I spoke to Feis twice, and 
the first time I ta~ed to Feis I said, •Herbert, 
I •m just serving you notice that, inside~e family , 
I ' m going to figllt the State Department t he way I 
never fought before for a loan to Cllins. I'm not 
going to stand aey nonsense. 'lie -might just as well 
have it out now whether we ' re going to continue this 
policy of trade treaty or whether you're going to 
let us help with the gold that we 1 ve got here, and 
the money, countries like Cllina and Brazil; or are 
you going to continue this policy of trade treaty and 
see one country after the other just stop doing busi­
ness witll us?" 

So he said , •Well, you're going to cause a fight 
inside the State Department. • 

I said, "Fine. I think it' s tine. Let's take a 
look at just what tbe trade treaties have accoa­
pl1shed. I tllink it's ti••· What have they accoa­
plisbed? If it ' s going to cause a fight inside," I 
said •tine let's have it out now. Are we goinc to 
help1 Brazil1 or are we gcinc to continue to give the• 
a lot of mouth-bets?" I said, "Nothing personal, but 
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.. 'hi t e : 

11 • .-. Jr : 

Oliphant: 

!1 . 1.1 . Jr: 

•ihite : 

il .• Jr: 

•)lli te : 

li. M. Jr: 

Klo tz: 

H. t.! .Jr: 

-2-

this is the way I feel . • 

Vlell , about 9:30 he calle41ae bDck, said "''ve been 
thinking this over. I've got two sugge;tions to 
make . One •• " - now get this thing - " • • • one, that 
we make an Export-Import straight loan, just make 
them a straight loan, but keep it a secret. I'd 
never have· t o make a report; no one in Vlasb1ngton 
will know." And he s ays, "The other one .• •- put 
your hands under the chair , both hands, will you 
please, so you'll hold yourself do~ - •• •• he said, 
"1'/by don• t you pay China $1.29 for their silver?• 

Both suggestions are silly, equally s illy • 

I bowled; I just shrieked . I said ••• 

I ' ll say you did . 

273 

I said nothing nad happened since the Czechoslovakian 
thing the t had made me ltlugh so . " I'! ell, all 
say, Herbert, is that I •ve got a good chance 
if you tallt such foolishness . " 

If they come across w1.th sometblng like that - of 
course, the second one is less than childish. The 
f irst thing • • .•• 

ihe other thlng - this i s the significant thing -
said, •Well, what you're saying is, if you don ' t do 
this thing, then it ' s up to the United States Ar~ 
and Navy." And I said, "Yes .• 

I/ ell, maybe they're paving the way for an Export­
Import credit, the way you wanted it in the first 
place . 

Yes. 

Exactly. 
Just a straight open credit. But I wanted to give 
you_ but I'm going right down the line, espe~ially 
in view of the f act that the Presiden~ said, If 
there's peace in ~urope, it' s all the more reason 
t o do it.• 
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Lochhead: 

Oliphant: 

H.U.Jr: 

Oliphant: 

H. 'l , Jr: 

Oliphant: 

H. li .Jr: 

Oliphant: 

H. IJ .Jr: 

Oliphant : 

H.:.! .Jr: 

Oliphant: 

H.U.Jr: 

Oliphant: 

tJ. M.Jr: 

( 

I 

-3-

Kr . Korgenthau, maybe we could bring Pittman in 
on that it we gave China a straight credit tor 
purchases in this market and let t hem pay ott 
tne credit in silver at 61.29. FolloWing that 
line - people making such suggestions - I can make 
al~ kinds of suggestions they want, if they can 
listen to that kind; I haven't bad the nerve to 
mention this kind of suggestion, but I mean if you 
want t o fake a credit • ••• • 

Have you seen Jones ' s suggestion? 

Wait until Jones - just wait n minute . 

You get tbe idea of Jones ' s suggestion to do tbat 
the other way around . Jus t as good a s • •••• • 

Yes, I got that. I read that: that the Surplus 
Commodity sell it and take a note, and tbat in order 
to finance Surplus Commodity througn the Export­
Import Bank • ••• 

They'd discount that note without recourse to the 
Export-Import Bank. 

Wby does it flow to the Surplus Commodity? Why not 
to R. F.C . ? 

Because it's under Jesse's power to lend to banks . 

Then Export-Import would go to R.F.C.? 

Yes . 

You're sure Surplus Commodity can't loan? 

Well tor the promotion of foreign trade he probably 
could do it direct, but I think tbat's largely his 
convenience •• . . 
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llo, I have a reason - could Surplus Commodity - could 
we b~ their notes? 

Tressury? 
T Wbat I ' m getting at is, Export-Import-
s~=~=~~partment sits on it. Surplus Commodity -
they don•t; not a director. 
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Oliphant: 

a .w.Jr: 

Lochhead: 

B.!L Jr: 

Locbhead: 

H. Y.Jr: 

H.Y .Jr: 

Tapp: 

H.M. Jr: 

Tapp: 

Oliphant: 

Tapp: 

275 
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Let •• Jut take aDDtbv looll at tbat •1111••Uoa. 

See wllat I ... n, le~W&D? fb.,•re all - alao, ..,_ 
is so terrlbl.J opposed to tbls, see; but be's DOt 
on Surplus C:modity. lot tbat - I MaD I'd tell tbls 
to WaJDe it he was sitt1111 ben, but - after all 
b.e1 s entitled to bls oplDlon Uld b.ls vote Just ~ 
wa1 - but it he wasn't - it b.e didn't have to Yote 
on it, b.e lll&:b.t feel hapPf about lt. 

I .thillk that• a ver7 d1atinctl'1 .... 

Very •••• ? 

Ver7 distlnctl't the case. W87De has no obJectiona 
to asking a loan to China, but be bates to sit down 
and vote on one ot tbe Export-Iaport loans tbat it's 
a good credit, tbat it's a proven credit. Tbat1 a the 
•8'1 he reels. 

Bring Tapp in. Be migbt know. Tell bill to co11e in. 
See? And the State Department doesn't bave t o vote 
either on Surplua •••• 

(Tapp comes in) 

Bello, Tapp. 

Good 80rn1DI. 

Do 70U Jmow lt, tor instance - it Surplus Co.-odity 
Corporation needed the 11one7, could you borrow 
d1reotl'1 roa the Treasury? 

Well we have no ~~tbOrity to borrow troll the Treasury. 
Whe"er the Treasury bas authority t o lend •••• 

Iou ta.ave autboritJ' to boP""- I MaD the charter • • • • 
(words 1Ddistia~Uiab..able) ••• It's a question - you 
beve autborltJ' to borro• troa urbod1. btout1 ~ q,~:1oa W01Il4 be tM aatborl of tta.a frea8111'7 e • 
....., to •••• 

I Ulhl! talat woal4 be JOUI' probl•• I Ul1Dk we !lave 
aa1illo•lti1 Ill'. Secretary, to bono• tr• urbodl tllat 
.... w !ad ua, .or oaa lelld. 
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vllpn~ont : 

H . .t . Jr: 

Oliphant: 

H. :.l . Jr: 

I:I . J .Jr: 

ri • .!. Jr: 

hpp : 

rt • ..! . Jr: 

T&pp: 

OUpnant: 

H. U.Jr: 

-5-

l'Q want to chec~ on our authority to lend. 

I ' ll tell you what I have in mind: this thought or 
Jesse Jones of you people taking these notes, see? 

27S 

\Vell, we've already borrowea that money. See, we ' ve 
borrowed money from the R. r .C. to buy this wheat. 

Direct, not from Export-Import . 

Vle've already got the money. 

We haven ' t got all of it. (Further words not 
understood) 

You've got it from R.F.C. Why ctag the futport-Import 
into it? 

See, we've got to pay that loan beck. The only -
if we sell this wheat on credit, the only out we have 
get it back would be to get the ~xport-Import Bank to 
take over the credi t and liquidate our R.F .C. loan. 

Let 1 s just say this i s a three-year loan. Now, you go 
ahead and sell this thing . You're not going t og et 
a ny a oney for three years . Why would you have to do 
anything? Let's say you ' ve goi ~11 the money you need 
from R.F.C. 

19e hE ve this problem, Wr . Secretary. Under our present 
contract ~~tb R. F. C., ~e ~rroN the money, sell the 
wneat for cash, then t Lke tne cash proceeds plus a pay­
ment from the Secretary of an indemnity for the loss 
we talte on that, and the cash plus the indemnity 11qu1-
aates the R.F.C. loan. 

but if you get no cash, which you won ' t in this case? 

Well , we'd bave to modify our :;:rogram 'Nitb the R.F.C. 

Your contract with the R. F.C. 

Let me give you wbat•s in the back of~ bead, so 
it you think well of it you can play ~ game. I ' a 
like to for the moment Keep the Export-Import out 
entirely and nave it Just between Jones, Agriculture, 
and Treasury; and taen the directors wbo a r e on tbe 
Export-Import, who ere tram other departments, Just 
don't set & vote. I mean they might feel such happier 
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Tapp: 

H .... Jr: 

'!app: 

i! • ..I.Jr: 

T!<pp: 

H. i4.Jr: 

'l upp : 

!l . .! . Jr: 

H. :J.Jr: 

Jones: 

H. ll.Jr: 
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if they didn' t have to vote. See what I mean? 
Yes. 

I mean Ur. Assist ant Secretary of War wouldn't have to vote. 

:!:hen I would think that Mr. Jones could do this as 
easily as the thing he suggested . Instead of having 
t he Export-Import Bank buy this paper, the R.F. C. 
can take over this paper on a non-recourse basis. 
Dut because of our obligations under Section J2, it 
would have to be liQuidated before July 1, 1939. 
But if they take that view •••• 

That ' s t he thought. 

Dut we ' d have to liquidate tne deal ourselves before 
June JO, 19J9. 

\'/ell, that's - I moun it all comes on me anyway. See 
wha t I mean? 

Yes. 

~nese people - if Wr. Moore doesn't - he's your 
director on Export-Import? 

Sta te Department. 

(Jones comes in) 

Bello, Jesse, come on in. 

Jesse what we were talking a bout - we got three 
or ro:n. minutes; I don't know whetber Tapp bad a 
chance to explain to you- tbey saw Feis and triedt 
to explain it to him, see? t Tbie o~ytt!fgngtr~~~uf0 to add was, Feis called me w ce as 
this tiling . 

What? 
nd tbe •re very much bothered Feis called me twicat apar t 0~ it see· so much bother ed 

about the trade tree y kind ~f a silly sue-
that, f or 1nstan~et, bep:!d:b~~1$1.29 for their silver"/ gestion: why don we ' 

\ 
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Now, if t hey ' re tha t much bothered and we keep 
crowding them on this wheat thing, maybe they ' ll 
come through with a suggestion of a straight loan 
from either the R. F.C. or the ~xport-Import, which 
is where we started, and t hen I'd be tickled. But 
they 're very much bothered about it, you see, and I 
just thought I ' d tell you. 
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And the other thing that I a sked Tapp - that, taking 
your s uggestion, which Oli phant looked up and recom­
mended it from our standpoint as all right , that on 
t his paper which those boys would get, I'd like to 
modify your sugges tion and not have it clear through 
the Export-Import, but if they have to discount it, 
let it - they 1 ve already b arrowed tile money from the 
R. F.C. to do tais Job, t hey ' ve got a contract - let 
them d iscount it Rith you instead of ~xport-Import, 
so tha t the St ate Department doesn't have t o vote. 
They might feel much ha ppier if they don ' t have to 
vote on it; we ' d keep it between R. F. C., Agriculture . 
and Treasury . He says he ' s already borrowed the money 
from you. 

See , we borroVIed the money from you with which we 1 re 
buying this whea t. It meons you' d take over this 
paper . See, we have to liquidate our transaction 
before June JO, because the money we have for export 
payments is on a fiscal year basis; we have to make 
t hose payments and liquidate this deal by June JO, 
1939. So if we made them a sale on credit, we would 
nave to turn that paper over to you in payment of 
our loan from you. You see? 

Well 1f that's legal, why, of course, we•ll be glad 
to d~ t hat. I do believe ••.. 

Do you see? '!ben the Export-Import d irectors don ' t 
have to vote. 

I see the point. 
And t hey might be lots bappier . They might sey, •Yes, . 
as long as we don ' t have t o vot e on it.• 

von•t have to go on record . 

Tney don't have to go on r ecord . 
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Mall, tine, but - we'll be glad to do it it it•· legal. ~ 

It it's legal . 

279 

Now, I think it ' s - I think the sale of wheat on 
credit is much better !rom the Administration stand­
point than loaning them the money . I think we can 
defend that a good deal better than we can defend 
an outright loan. I •m speaking now of the Adminis­
tration. 

Well, the way I feel is this. I've got Just one 
obJect. I want to do someth1ng to help keep peace 
1n the Pacific. 

Yes. 

~o we don ' t have to have two fleets instead of one. 
Now, l don't care how we arrive at it, and I ' m wil 
to share publicly my proportion, or more than my 
proportion •••• 

• • • of the responsibility . 

•• • of t he responsibility, and if you think it looks 
better that way, all right. 

low, 1 told Herbert Feis so he'd get it to Bull that, 
inside the official family, 1 was going to tight tor 
th1s the way I'a never tougnt before. So he says, 
WWell, it 1 s going to mean a spl1 t in the State Depart­
ment over the trade trea ties.• I said, •Fine, maybe 
it ' s time we examine Just what the trade treaties 
have or haven ' t done. You fellows are talking trade 
treaty and we can't do anything with Brazil; we can' t­
we want to lend Brazil some money. It ' s always trade 
treaty; we•re losing one market after another. We 've 
lost Mexico . • And l says, "I'm going to tight this 
out t he way I've never !ought before. We '.ve sot a 
little bargain, and 1f it meane reexamining the whole 
trade treaty thi~, tine.• 

low, as tar as the trade treatJ goes, you beard wbat 
tbe Prealdent said about rq aeeinl these people, aDd -
on acooUDt ot it's Juet a queat1on, with aU due 
r••r.ct to aDJbod7 alee, wbether siX cents oa 11heet U 
or a•t - Rich l a 110r e iaportant. ADd as Oeor&e Baas, 
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who was at t he London Wheat Conference, said, we ' ve 
been tal king for over five years - we started in ' 32 
when I went to Ottawa for the President before he 
t ook office - t alking a bout a world wheat conference 
and maybe the way t o get a worl d wheat conference is ' 
to choke some wheat down their thr oat; t hen maybe 
you' ll get one . But for f i ve years you ' ve been trying 
t o get one and you haven't. 

~id you (Tapp) know I went to Ottewa in ' 32 for the 
!:'resident? 

No . 

Yes, I went to Ottaw~ before ne t ook office, and 
we ' ve been t alking about i t , and tae o~y - unfortunately, 
t he only t hing that these fellows understand is o big 
stick . !low, we s1n1 11'ha t happened yesterdey. I mean 
there ' s the best aemonstrution. And it ' s a terrible 
thing , but that ' s what t hey understand . Now, the 
hdministra tion has tried for five years to get a wheat ' 
ag reement , and you can' t ge t one . 

or course, our pr ospect s are somewhat bet ter since we 
s t arted subsia i zing exports - the Argentines . 

flell let's go a little further, and if the President 
says'- let ' s t ell them tha t thls i s only once . But 
tha t ' s the only change, Jesse, since I• ve seen you. 

All right . Nell , I ' m ready. 
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TREASURY DEPARTMENT 

INTER OI"'P''CE COMMUNICATION 

DAn 8eptnber JO, 19~. 

Seoreta~entbau 

Mr. Baa~ 

Propoeal to aell Obina 70 a1111on buahele of whe t 
on cre41t a 

Meet111g in Beoret&l')' Bull 1 a office, Frida .. aol'D1""'• a-t J .... ~ ... JO 
Seoret&l')' Bull 
8ecretazo-r llorgentbau 
Jeaae B. Jonee, 0~, Reconetruotion rtnanoe Corp 
Jeeae fapp, Prea1dent, rederal Surplua Oo..o41tiea Co~ 
Stanle-r l. Bornbeok, .AdTiaer on Political Relatione • 

State Department ' 
Maxwell K. Balll11 ton, Chief, Di v1a1on of rar laatem 

Affaire, State Department 
Herbert rete, A4T1eer on International Eoonomio Affaire 

State Department ' 
George 0. Baae 

8eoretar-r Bull opened the aeet1ng by aeldng whether 
th1e wae a propoaal to help China or one to eell eurplua wheat. 

Becretar-r llorgentbau ea14 we want to help China and we 
have eo .. wheat we want to eell. Be then want on to a .. or1be 
the propoaal to 8eoret&l')' Bull, 1n41oat1ng auoh atepa .. had 
been tU.n to date. 8ecret&l'J' llorcenthau pointed out the' the 
Departaent ot .tcr1oultura had 100 ailllon buahele or whed •h1oh 
they propoaed to export under a aubeid-r. fhlrt-r a11Uon buahele 
or th1a uount baa alread-r been exported, leering a reaa1n4er ot 
70 ailllon bu~ela. '1'he propoeal under 41aouaa1on, he 1n41oate4, 
wu to eell th1e 70 a1111on buahela to China on credit. 'lhe 
Surplue Coaao41t1ea Corporation had the ~at and waa to .ake 
the aale, and the bport-IIIport Bank would not be 1n1'01Te4. 

8eoretar-r llorgenthau aa1d he had 1ntoraed Mr. Chen with 
regard to the propoaal, 1n41oat1ng atrongl-r thet DO oo•1taant 
on the part ot tbe United 8tatea waa 1nT01Ted at th1a atage. IA 
raot, he aa14 be rep .. ted thia tbree Uaee to llr. ChiD ae • 
aatter ot e.pbea\a. 

Regraded Uclassified



-2-

Secretary Hull aeked it the wheat wae to be eold to 
the Oh1neee Qonrnaent. 8eoreta17 Morgentbau replied that 
the wheat would be sold to a Chinese relief corporation which 
would be set up to act in this oapaoi t7. 

8eoretal')' Hull then asked what arrangement would be 
made with regard to the aarketing or the Wheat . Kr. Jones 
said none; when we .. 11 the wheat it is theirs. 

J.lr . Tapp said that the .. ttar or marketing or the 
wheat had given the Department ot Agriculture some appre­
hension, in that the Chinese in their desperate need tor 
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tund.e may liquidate it too rapidly and eeriouely depress the 
world wheat market. It this .should be the case, he continued, 
the United States would be sure to receive protests rroa 
Canada, Austra1ia, and Argentine, and thie action on the part 
ot the Un1 ted Sta tee, he thought, would eeriouel:r handicap, 
1t not ma.lte impossible, an:r early i nternational wheat agree­
ment. He aa1d turther that the selling ot the wheat in this 
manner to China wae ot no aid to the Department ot.' Agriculture, 
as they would prater to market it themsel ves, as under such 
a program they could insure an orderl:r marketing. He indicated 
that the decision With regard to this proposal t o sell to China 
must hinge on whether or not it is considered desirable to 
aid China and not aa a means ot auilting in the disposal ot 
United States' surplus wheat. 

Kr. Jonee said that ws want t o help China, and wheat 
doee eup-oly a mean• by which this help can be given. He 
pointed out that we have onl:r 70 million bushel• lett that 
we plan to put on the export market this :rear, end ·that an:r 
inquiries tor rurther export sales could be taken care ot b:r 
simply indicating that no more wheat i s available t or export 
sale. 

Seoretal')' Hull pointed out that this proposal involvee 
the United Statu in the China-Japan contl1ct, in that it 
providee de:tinite econom.1o support to China. He eaid that 
hie department had been preaching etriot neutralit;r, and tbat 
even the President in hie peace notee to Europe the oth~r J-1 t­
in ev817 i natanoe alwa:r• put 1n a statement deti.ni tel:r n oa 
tng the ueutra1U7 pod tion ot this oountl')' • 

8eoret81')' Hull went on to aa:r that the Japan~: :ould 
certa1nl :ti.nd out about th1• traneaoUon, and it wo • 
dittioul~ to anticipate what tol'llttheir ~~i:!paio~:!~tha~•· 
He pointed out that at the preaen moaen 
numerous inoidentl regarding American propert:r in Japan. 
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8eoreta1'7 Bull. oont1nu4, 1&71111 tba t in a441 t1on ha 
did not know how an aot1on ot th1a aort, whloh breaks aw&7 
troll the neutrality pol1oy, oould be expl&l.ned to Congre .. 
The policy wh1oh Concre•• laid down had been one ot neutraiity 
and th1a waa a dertation tro• 1t . But, he continued a change' 
in th1e policy ia up to the Prea1dent . Be aaid be o~nsidere4 
it hi& duty to adrtae the President that this proposal would 
conflict with the neutrality policy. 

8ecretar)' lforgenthau aa1d that the Pree1dlnt approYed 
the carrying out ot th1e proposal, but said that they, Kr . Jonea 
and himaelt, ahould go aoro11 the atreet to aee Secretary Bull. 
Wr. Jonee , at the Secretary'• requeat, oontiraed thia etateaent. 

Secretary llorgenthau aa1d that it the Pres1dent and 
Secretar)' Bull requee ted h1Ja · to do ao, he would be glad to 
take the reaponsibil1ty ot expla1n1ng the proposal to Senatore 
Pittman and KoHary. 

lolr. Jonea poi nted out that the proposal was one ot 
selling wheat, and the agencies i nYolYed would carry it out 
on their own reeponsibility, and Secretary Hu.ll would not 
have anything to do with it except that, ot course , be waa 
Secretary ot State . 

Secretary Hull said he did not believe that would help 
very much in hie dealing with the protest& which would come 
from the f oreign goYernmente, that in the final analysis the 
action is one ot the executive department ot the government, 
which 1a the Pree1dent 1 a respone1b111 ty. He elaborated on 
thie point by saying that even in actions which are the 
definite reeponeibility ot atate goyernmente, t he United 
States GoYernaent hal attempted to d1aola1m responsi bility 
tor aotiona againat t orei gn aubJecta, but 1n t he end the 
Federal GoYernaent hae had to auuae the burden. 

Kr. Jonea aaid that be, hialelt, would go through with 
it a a a wheat- aell1!11 propos! tion, but it he were 1n Secretary 
Hull ' s place, aa Secretary ot State, he would oppose it. 

8eoretar)' llorgenthau aaked Kr . JonBI 1t he aeant be 
was oppoaed to the propoaal. Jlr. Jon .. eaid no, that ~·8:~ld go throuch with it, but Secretary Hull, II Secretar)' o e, 
might at t he aame t i me oppoee it. 

8eoretal'7 Bull ea14 that 414 not gift him IIUoh relief, 
as the Job would be done by aomeone elae but a11 the burden 
would be on h1a abouldere. 

8e .__ Bull aa14 hia own peraonal teal1111 la1 w1 th 
ore~, th1ng auoh •• inYOlYed 1n th1a y ro-

the Oh1neae, but 6o1111 • 0 • t 1n the rar lut war and a 4et1n1te 
poaal wo1114 ~ entansl.-n th1 ohanp ot tbeil' aeutrali ty poUoy. Be aa14 perhape aoee ng 
elaa oould be a..t..a. 
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8ecreta17 Bull explained bow they had atopped the 
shipment ot A.er1oan planea, eto. to Japan aa a proteat 
against aerial boabing wh1oh involved aoae Aaerican oitizena 
but this action, while etteotive in hindering Japan'• war ' 
ope1•ationa, had a plausible explanation in the protection ot 
American oitizena. 

Mr. Hornbeck pointed out that Secretary Hull ahould 
al so explain that the restriction ot ahipments ot planea did 
not involve only Japan but aQ oountrT where planes were uaed 
1n bombing it American oitizena aight be involved. 

Secretary Hull said they, ot oourae, phraeed their 
expl anation in general tel'IU, Juet aa atatutea are alwqa 
written in general teras even though they are aiaed at epeoitio 
i nst ances . 

Secr etary Hull added further that as regards th1e wheat 
proposal the adrtaere in hie department were not in agreelllllnt. 

Secretary Morgenthau, in referring to Secretary Hull'• 
susgestion ot other things that might be done, indicated they 
had been all through that, and the amounts involved were YerT 
small. It would aean girtng sllall amounts to the Chinese over 
a rather extended period and would be ot no aid to the Chinese 
who mus t have rather substantial amounts quickly. SeoretarT 
Morgenthau indicated further that the aid would represent 
tunds well expended because it later lillY obviate the neoeni ty 
ot haTing to aainta1n two tleeta, one i n t he Paoitio and another 
in the Atlantic Ocean. 

Secreta17 Morgenthau t hen a alted llr. Ham1lton what he 
thought the Japanese reaction llight be t o t he carrying out ot 
the wheat proposal . 

Mr. Ha111lton said that the Japaneae policy has been to 
nl ay United State• against Great Britain, pl aying up the United 
St a tes ae being strioUy neutral in all her aot1v1t1ee and playing 
Great Britain down. He indicated that any oonolua1on with regard 
to the reaction on th1• par tiou.lar propoaal il no aore than a 
matter ot atte.pting to balance probab1litiea. He expreeeed 
t he opinion that even it thil aid waa given to China in thia 
manner, that he doubted it the Japanue would oona141r it to 
t heir intereet to ohallge their prertoua polioy ae related to 
the United 8tatea and Great Britain. Howanr, he indicated 
a t the aaae ti .. that it ... verT dittioult to have any degree 
ot aulll'&lloa about it. He pointed out turtbor that 10111 

1noi4enta aJ.gbt take plaoe aa a reault ot a .on by eo• 
1bot-haaded• ~ MD, auoh aa the Panq incident, but all 
this waa in the range ot pure conJecture. 
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it wae tboucht thl Oh1neee eituation wae i~rtant enough 
to tbe Un1 ted Ita tee to oauae a 4ena·: :.on froa our etriot 
pol1oy of neutra11tr. He then went on to aay, if tbe deoieion 
were made to denate 1n thie inetanoe, would the aaount 
invo1Ye4 be larce enough to be effeot1Yet He ueed the 
illuatrat1on of g1nng food to a atarTing man, in41oat1ng that 
tbe 11&1\ would 1t11l atar.e 1:t Onlf a aaall aaount of food were 
given to hia, that what waa neoe111r7 t o produce anr reeultl 
waa enough food to aueta1n him. 

In connection with giving an effective aaount of a14 
to China, Kr. Bornbeolt aa1d be thoucht 1t waa 1Diportant to 
cone1der what otber countr1el a1ght do if the United Statea 
made the firet 110ve. He aa1d be felt that Great Britain and 
Franoe would follow, and that waa even 110re probable now that 
tbe European 11 tuat1on had iaprove4. 

Secretary Hull aalted Kr. Jonee what he would do. Kr. 
Jonea aaid he would be inclined to go through with it, but, 
ot course, with the reaervation that he did not have Seoretarr 
Hull ' a familiari t:r with the worl d pioture, and that be would 
need to be informed in that regard. 

Secretary Jlorgenthau aalted Secretary Hull it he were 
open-111nded on the proposal. Secretary Hull said he wae, and 
repeated again hie feeling that we were all in favor of doing 
something tor Oh1na but it oontliote w1 th the neutrali t)' 
problem. 

Seoretarr Morgenthau closed t be conference b;r 8&)'1ng 
he 41d not want to ruah Seoretarr Hull, but it Seoretarr Hull 
41d not obJect he would aelt tbe Pree1dent at the Cabinet 
l.!eet1ng if he :rould eee Seoretarr Hull and h1aeelt on Monda)' 
with regard t o thle propoe1t1on. Seoretarr Hull etated it 
would be agreeable to hla. 

u- • told ae on the wa)' baolt to tbe 'rreaeurr' .... • ~spp • to roY~ tbeir tra41ng 
that he thought Dr. re1e waa going app to ae that the 
wbeat tor etrategio aaft:~f~tu!! :!~• other wblat 
tact the De~nt o -· c te DepartMnt -r aooount 
propoeal 1n the •tire' w~r rttlw t s::_ .. euac to 1n41oate to 
tor lb'. 'faP1)11 obnoua e 0 a troa .apo1oulture would be 
8eoreta17 Hull tba..!_~-::;•:-tb regard to the Oh1neee 
put on tlw ltate .... _. • 
wheat propo8al. 
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F'EDEAAL RESERVE BANK 

01' NKWYOIIK 

Iuter4&7 t1D11 tod.q, with tho abatueot ot 1VopaaD war fMl'o, tMn -. 

t11.daooa ot a 41eUDot rertftl of intareat in J.oDc tara NMM!.,., .a.ttar a -uaa 

ot all pro.,.. .. in br1Dc1Da oozporata u .... to arnt, \wo lar&e .~ totalhc 

$13~,000,000 wen plaoecl baton the llecnlritU1 &lid lxoMIIp c:-iaai011 ·- - npat.nd 

Gilder the S.cn&ritiu Act and - t1la4 11114ar the lol41Dc Coapav .&at u a pnu.t. 

&rJ to ropatrat1011, !baM two i1roe1, ooabiud with the lu\18 tbat baa baaa poat­

poD&d tor the p .. t two _ta, a110ther that will bao- olilibJ.• for aeJ.a oa:R walt, 

and loftral otherl that MT be ottarad within tbo oo:R 11011tb or 10~ ..n up a total of 

ooer t419,000,000 ot 1•-• wh1cb O&D ba tanocl oaar-tano proopoota, fbo 1Jidi'f14ul 

1&81181 are u t ollont 

t42,ooo,ooo ll1ob1pJt CoaaoUd.oW Gu cr s•v - •raer aaS 
ro1W4illl 

37, 500,000 Urpaia &leotrio Ulll Powr 01'1 V- nt\md.illc 
110,000,000 Pllbl.1o 8en1co ,.,......, ot Jlortbora IlllJiou -

reta4ial 
~ ,000,000 C*io Powr C s v - ntlm41llc 
~o,ooo,ooo J'Uoo.W. !ire &lid Sbl.l>bar c ""'"' - - capital 
69,500,000 a-in &leoirio Cr ~,.., - -aer &lid ro1'uDIS1III 
,O.tOIIFO,IIIOO Pldllie 8en1oo C1 S EV of Colon40 - ret\md.111c 
R~~~~ ... u. _ rore1ca- oopltal 

'l'lle ..-~ ~ortv ot ta- are to ba in the r ... of _... lrolld8, ud -, 

the rtrutoM ..: .ar.au- ~· ud ..U ,...u- Ill otlllr ~ 111'0 t• -

COpltal. 

.... .... --- al.IO in tba ~oipol ...... .uiolt dllrSirl tba put .... "-'- .. t 2 $5 

.Ut.boap taWM\ -te til - __... _. ntlllr ~ lrScMr *- 111 -' ...a, 

• total of eu.-.ooo- - Jal ...... ftau'q, ... -"of .,,-,ooo- u 

...... tba pa)l1io reMPti• ot tba Wpl' ~ .. 
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been .,..,. poclf onr .. ,000,000 of a..rda Mde !burlldq ,..... aaoat eiiUH)T 

eold. 

Corporate MCNrit7 UMMI 1D S.pt.uber will total ODlT a lit.tla owr 

tl.OO,OOO,OOO - 1 .. 1 t.baD a tb1rd of t.ba .A.ucuat total, Of thia tlOO,OOO, OOO, 
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.,.. t60,ooo,ooo 1e for aew capital purpoe... '!'be -t of aew 1a1Uee to ~ 

plant, equip.eDt, &114 work1Dc capital bu been ~Uainc uob ...,til ·~ 1-, bat 

t.be 1101>tblT anr.p for the tb1rd quarter , • • lbowlliD the -~ c!J.qra, 11 

t.be h1Cbelt liDAie the IIOOIId qoart.er of 19.37 aDd bl.l been _.,.aaed dllr1JI& tbe ,..._ 

eo-...,. per1o4 tv ODlT the tbrM beat qoart.ere of 1936-.37. l'art.ieular)T 1D 'l'ie• of 

tbe larre total of ieiNel azpeata4 dui'iDC tbe ~~ext f .. _.,, the l ow S.pt.uber total 

eboul4 be re~ parllT aa tuporar;y ( wbell the Ceeoboeloftlttan a1tuat10D .....S 

aoet or1Uoal c11aoual1on of DBW 1I1Nea wa1 praoUoallT IUepended) aDd part)T Ill ao­

cideDtal . '!'be l oqer-tera trelld 1t1ll •- to be upward, altboulh eot1'1'it7 ap1D 

see•• to be I'WIIlinC 110re toward retv.ndine t.baD toward new capital ianee. 

Hon. Be1117 • orpDtbau, lr., 
Beor etar;y of tbe Treaaur:r • 
Treae\1%'7 Departlllllt, 
lubinctoe, D.C, 

!:Do. 

Your I fai tbtll.ll;y, 
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To: 

From: 

The Secretary 

llr . Hanes 

Copy 

September JO, 1938 

I had a conference t his morning with 1o1r. Colin 
F. Stam, Chief of Staff, Joint Committee on Internal Revenue 
Taxation, r egarding enactment of the Internal Revenue code. 
As :you know, this matter has been before the Treasury tor 
some time, and I am advi sed by Mr. Stam t hat lolr . Daughton 
is anxious t o have this code approved by the Bureau of In­
ter nal Revenue in order that the Ways and Means Committee 
may submit it for enactment as one of t he early measures of 
t he new Congress. The code has been r evi:;ed to contain t he 
1938 Act , and the changes are being studied at t h i s time by 

Ur . Wenchel ' s office in the Bureau of Internal Revenue. I 
advised Mr. Stam that I would t ake this matter up with you 
immed lately, and that we 'A'Ould g ive him an answer at the 
earliest possible moment. 

Mr. Stam made a further suggest i on for simplifica­
tion of income tax returns of small corporations. Be said 
that Senator Harrison had suggested t o him th~ thought that 
differentiation should be made 1n the Bureau or Internal 
Revenue forms between very small corporations and large 
corporati ons, in order to greatly simplifY the effort re­
quired by the small r e tailer, tor instance, in making cor pora-

tion tax returns. 
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' D*IIQP! or a••e• LQ•• 

Dic-e appeua to be DOt.biac ill tbe reoord prior to Jime 1, 1938, 

lm 1. 19Ha a. llor& ... tbau, lr., &Dd W&llaoe t&llted to Ml about 

e!d-ac a 1oua to Qa1lla ao Qa1lla COIIld baT tl.cNr &Dd r;rq ,oodJJ. ,._ 
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are DO det&1.18 ill the HCOrd 011 how the 1oua wu to be h&Ddled. Ml 811C­

ceeted th& t U azo- pl'OpOII&]. .. -.de to CbiD&, a a1aU&r pl'OpOII&]. ahol&l4 

be -..!• to lapu. 

li!M 2, 19J81 a.r.n Ollpb&nt Hported to B. kpathe.u, lr., that 

he had t&ll<ed to 'llallaoe' e -.n, Bl&Ddi, about the poea1b1ll t;r ot e1 thar 

the hd.ral Sarplue Cc c Ut1ee Corponticll or the lleccaatrnntice n­

Corpontice MndHnc an illtarchaqe ot acrtcultur&l --uuee tor atra­

tecio o.-odi u ... 
lw 6. 19J8c A -rer.ace .. hel4 at which S.OHtar1 .. ...,.,.,th&u 

&Dd 11&ll&oe, S rr 1Jell.aa, Dr. Feb, ~ !q1or, aar-n OUpM!It, 11orr;r 

11h1te &Dd GHrae lfau _. present to dieoues 1oau to CIWw. &Dd 11&1t1. 

'Die state Dep&%'t.ct repre-tati'fta po1llted out the ditticultioa trca a 

DeUtr&Uv at&Ddpoillt ill the ..,- ot ald.ac a loeD to Ch1lla aDd euaMted 

a plan tor poarcllu1ac IIIU'plu acricultural o.-clitiee 1ll th1e -.tr;r 

With Hllat .miN 8Jid d1etribut1Jt.c ~ to the Ch1D88e throqb tile MariCUI 

Red CroN. 11QM !qlol' tho\lcllt DO aoUce ahould be tax- ce a lou throlaP 

tbe Zq~G~r't-lllpart 11a111t witlloolt cqii'M8 ~eiceal autharlaaticL a..r­

tar:r ~u po1llted out tbet tbe illpartut th1ac to loMp ill 111M _. 

tu -a1v tor d1eJl0<11Jt.e ot IIUI'JilaY acrtcnaltur&l ~ aDd t11e w..a 

aa illpart&at ...,..... to ..rraat a tvtber •tud7 aDd tllrtber .ua-J.Ga, 

~-"' 4-118\ -taill uq diee~&~ah• u to Uoe •' n•.a et MkiaC a 

~. 

Regraded Uclassified



-2-

hs .u. 1911.! Dr. hU f..n.l to tu s.ar.tar, a COPT of w­

•Ua reMind~ tile~ of State trca tM ........ ,..at. r..sc. 

•t.aU.C Ulat. !a a wwwMUa tM BriUall ~ 11114 ntened to tM 

4Ninb1llt.7 of -.kJac hD4II uai.lUle to caw.. 

llal.T 12. 1918& At. a OGGt....ac. at.t.adM ~ tM S.CZ..tar,, ••••tid~ 

O, ~. 1luc aad .. en. t.Tlor, lhite aad TnaNtwd 011 tM III&!>Jeot. of Ob.iMH 

PU'i'V, 1luc rt.ated to t.M S.CZ..tar, tlaat. *ile be 11114 100 rpecUic Sutrwl­

t.iOD trca ~*'• l'aQc ~ 11114 llea ).oolr1a1- tM re-.1 of tM .._t. aad 

cot.t.ca J..a aad r...s tlaat. au.. w "IIM4 'Ill' ~ 111ce $18,ooo,ooo.oo 

Sutetld of - ~.ooo,ooo.oo aad 11114 paid abou.t. -third of it. back. 

.. -....tend wbetber it. -u BOt. be )IONil>le to ran tu1r requ.et for tile 

uae of tM balnoe of tlaa lou. !he S.-t&r7 eiwlpl.T J.Jidic:at.ed tilet 1M 

aDd 1a1a uraaiatee ww1d tlWIIt it. onr. ~ S.o:ret&r7 rtet.ed tilet u wu 

lMYial Pr1dr;f (nq 12) aad clcUted t.bat. II• -u llan aa __. tor 11aJ11 

bat- t.llat. u.. 
llal.T a, 1.?1fa ' pan.pllnM of telecrU reoaind rr- ,UibaaetldCI' 

Bulllt.t 1M1Mtecl tlaat. s...t.ar7 ~ iwd a.- Yi.tit.ed ~ hl.l:iqta 

too, Cb, ............. , t.bat _,uq. (b S.oret.u)' J.Jidicatee t.ll1a wu 

at. Jllall1t.t•r IIIICIMtiOilo S.. aot.ae Gil ..t1Jic of So~ 6 witll state 

~ , ... .,.t.au-.) r.o ..uc-a tile rtt.al1rpart&lule tor tao. 

t:le•·u• to ollt.a1a tt•"••, aid. b SeoretarT tol4 tMa 1ioP .-14 ..... • 

pra•h• _.. .u it. ww14 toe ~ it 1. r. ca., ld.tll ._ tM 

---· ·-•e+.e- .-14 be-tte tile UDiW Meter 
~ M4 a.--·- ....---~• 

t - ~... ••• of lri'"' Jato tM poNiiiUit.iM of pt.t.i"' ..,Ut. t• - _,_, 
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'srt rt K '· 1m. hllltt wr.te u.. s.cr.ta17 a4er tiWt date Ollt-

11•'•1 tiM a UUM wbioa. 1M tbooupt tiM ~•vee -u ue and te"'"' 

tiM Seoret&J7 1111at 1M 11utr aboat ... ca.... 

Js!Kt (1) !U ather u.tten in tbe tU. u. tboee about fticll 

llr. l'ot..J baa pcacm&l. lalow~, i.e., tbe -tinlwitb 3uH J'_, 

J'obD Ooodlae, and Sabin at tiM II..J',c,, on s.~ 22, 1938J tiM report 

to tiM S.CZ..taq &boat tiM -tin~ ca tbe- daTI and tiM later -tin~ 

tbat clq bata ue tbe Seoretaq and llr. C.... (2) ftoere 1e al.to in tiM 

tU. a lett.r addrutecl t o tbt s.cr.taq, elated Septaber 6, 1938, trca 

J'. Lo.,iq Buclt, ~ npr .. eotetin in CIWI&, in fticll Buck outUMt 

aerta1n COIIYWtatiou tbat be 11114 bad durinl tbe latter part ot Au&utt 

and tbt tint pert ot S.ptul>ar witb 'ftl'iOIII caun.oe and U.Z.iot.D otticiela 

in Clllaa. !Mte ---..sa 1Ddioate tbat Wo.q _, JMKOt1atinl11itb priftte 

intentte in tiWt -tl'7 tor a print. lout witb tbe lalowleclp ot Dr. lime 

but tbat <lespite I'Dill'• warn1np, tiM .Pbattador 11114 nid&tl.T bee MKOti­

atinlwith irrNpcatil>1t pc"ICDI and -traq to IWic1 t ialtructiCDt Wo.q 

11114 DOt ltept tiM 'lreulll7 and tiM State Depar~t ~ int...-1. 
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