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NOTES ON A VISIT TO' JAPA11 - AUGUST 193§ 

11. s. Batea 

VIsits to three summer resorts and two larger cities ee•e me oppor­

: uoltl ea f or speaking In small groups to more than ~00 missionaries and to a 

relr n~~er or Japanese. The purpose or such contacts was to give needed 

lntormntton und answer eoger enquiries which poured In from every corner; like­

•!•• to l earn as much sa possi ble about the attitudes and problema of the 

~t rl st lon ~ovenent, oartlculnrly In relation to the war and the intensification 

0~ "! lltAry net l onslism. It was not so easy as formerly to sat In touch "lth 

:oo•o••• or to !teve the:~ sneak freely. Nevertheless old friends end e tew new 

ooes mt~de through trusted lntemedie.riea, 'Nere 'Rilling to say exactly what they 

t~oufht and felt . 

'!'he eeneral sonti:nent of the ~eople is that of willlngneas to follo•• 

the Cove rn=ont's program, but with less enthusiemo then In earlier months. 

The orlrlnal slogan , "Hail to the 'Pu.nl tl ve Expedl tlon!" hae gl ven way to the 

<!lespre•c army adYertiseoent, "Support the New ~illtery Enterprise for the 

Lonr. Struggle". In genornl people ere the creatures or n~tlonallst education 

end o~ co~rehenslve propegenda. They believe that their army Is performing e 

necessary t•ek 9nd that proper effort and sacrifice will secure a result bene­

rlc lel not only to Japan but t o the Chinese people and even to the world . 

Sone srours even In Christian circles go much bnyond this position and 

•'l"".ly cterlsh sn Ideal or e holy wor by a righteous notion e.e;alnet evil lnfl u­

e,ces . They are gener•lly thinking or CorrttUnlam end white man's Inperlallsm 

•• rrcnter enemies In China then Is anything specifically Chinese. On the other 

ho!:l! , there Ia a considerable mnori ty or t he people who feel that something Ia 

• rong but are not very clear os to Whet It Is end certainly aee no way to remedy 

'he dlfflcul ty . .~1th1 n Cllrlatlan circles there are some finely sensitive spirits 

who are sreatly distressed for the evil that has been done and tor the conse­

quer.cos to China and to their own nation. These persons ere under great strain 

and often are unable to work out a steady philosophy of expression or or action. 

~lsslonary attitudes have developed very well by comperlson wtth those 

or 1931 ond 1932. Although some ere Influenced by Incessant propaeanda and all 

arc rlehtly trying to mai ntain sympathy with the boat elements In Japanese lite 

~•t and presont, the missionaries 1n Japan are practically unanimous In their 

orposttlon to the present war. Indeed, three or tour leading atsslocartea ln­

fOMtod ce that they could name at most two missionaries Who suppor ted the war 

I~ eoy considerable degree. Although the reports I bed slven were extremely 

raln!ul to those who ha•e mode the toYe or t he 1epanese people the oajor Interest 

or t~elr lives, I was nevertheless received with hearty Interest and was @Ivan 

•ettve cooperation in every place. Ulsaionarles have helped • greet deal in the 
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clrculot ill8 or infonoaUon receiTed either directly from Chine or through 

rorelgn countries . V~ny ot the beat 1epenase depend upon them tor recta 

•ad ~or spirituel support in their own tribulation. 
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Now let us insert a few tactual items re28rding the feneral condi­

tions In 1open as they relate to the war end to our expectations tor the 

.~,IDF years. In the first ~lAce r find no i ndications or 8 shortage or 

r.en-ro.•er. The experience or the IIOrld war should enable us to realise thet 

t!tc notion or nearly eighty million people must experience prolonged and in­

t~nst•e ~!lltery losses In order t o reel eny real shor tete or men. As 8 

~•tter or fRet the une~loyment or large numbers or able-bodied men Is charac­

terist i c of the present altuntion. (!.:oat or these hove been displaced tram 

orl ln•ry industrlee closed because or the diversion of materials end foreign 

exehenge tower purposes.) ~rthercore , a number or divisions have recently 

b•en returned to Japan end set free tor civil lite. I wes able to t race tour 

or these In detail. The program seems to be to give field experience to as 

mony or the soldiers and reservists as possible by putting them t hrough the 

CMM experience in seriu. Only Wlth!ll the lest two months has there been 

a =o~lcee'ole dlreetlo:> or ne" calls to the ~ to.,.ord young Mn, say 18· 25. 

Again, If we consider the probable easueltles In China, we contir.o 

t~e l~oreeslon thet there ls no shortage of mater ial for soldiers . Ir we 

oss~.e that the total ceeusltles were about ~.ooo, that might mean 300,000 

killed •~1 seriously wounded . Eech year the surplus or blrt~s over deetha In 

J•r•n Is 950,000. Ir we eliminate tomales and thooe males :.ho do live till 

•!llt•ry ~e. we "'Oilld h•ve 11 tlgure not greatly different tr01:1 the 300 ,000 

rut out or action. In other words, military man-power stando todey at about 

t~e s·~ point ee at the beginning or the war . 

On t he oeonoolc side my lntormstlon Is not secured from Inside 

sources, but rather rrom a caretul reading or financial and industrial raaa­

•ees or the newspapers cheeked by on(!ui rles MIOng r orelgn t rlends or many 

tYI'os. On the whole t!!ere !lao been no serious eeonO!'Iie pressure up to the 

rresent time. Just now ahorteges tn coal, cotton , leetber , 40Me ty~es of 

:etel rOods, peper, etc. , ere touching the generel lite or tho people . The 

stores end warehouses seem ea tull or goods eo usuol end Irritation• arlee 

rather from t he burPaucratlc control and the ~ethode of Its exere!oe then 

rro~actue l want or necessaries. Sharp actions were taken t h!a summer by 

tover~~nt eutborltles to reduce the usa or cotton and or leather, but within 

• short tims most or t he restrict ions were removed or rnodltled because or 

Porular p~oteets on the one hand , and on the ot her hand the bri nging fort h of 

ovldenee that supplies wore greeter than at f irst eettmoted. There Is a 

special economic pollee which to already encountering many difficulties In 

eetorelng the regulations . The newspapers a~tted tbet In Osaka one ring 

or cotton operators alone diverted tltty million yen or cotton good• to use• 

, 
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contrary to the ir l icensee and t o the public r egulat i ons . All in all t he 

ecooocdc problem cannot be considered cr i t ical at this stage . 
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Despite ainor leaks t hrough tra•ellers, t he CoYerttoent baa been 

able to maintain ita official exchange r ates between t he yen and western 

currencies . Internal bondo are reported as sell i ng above par, which is or 

course in a ""'rl<ot !118inta1ned by government presaura upon banta , Insurance 

eomoanioa ond industrial corporations. J apanese bonds in New York and London 

yield rrom 11 per cant upwards on t he basis or current prices at half their 

r•r value or leas. Evon this low Y&lua t ion of Japanese credit Is higher than 

It should be because the Japanese Government has mobilised the toralgn secur­

It ies held by Japanese interests sbr ood and has used them to buy In London 

ud lie" York all types or Japanese 'bonds. This procedure baa supported t ha 

orl ce or the bonds end at the same time has reduced the foreign-held obliga­

tions or ~he J~panese Covernoent and or semi-ottlelal industrial concerns. 

The corr:on currency sho"s "er- t1me e~.onees or l'llnor 1nportance. The 50 aen 

paper note is beine extended and new coins apparently without nickel ore re­

"leclo.g t he t a::Uliar 10 sen and 5 sen pieces. 

Special mention should be made of the intensification and speeding 

"P or a Jepaniaation proerea in Korea end Formosa. In the la~ter t be chenses 

or recent months are so rapid as to be s t artling. No publication In the 

Chloese language is permi tted. All Chinese teachers have bean forced out from 

nlddle schools and higher schools. In the priaary schools Japanese applicant s 

tor teaching posit i ons are given such preference that they are swif tly die­

plac ing tbe f orcer Chinese teachers. In the two l arge normel schools of the 

northern part or Formosa only tlvo Chinese students were adl:litted in tbia 

yeor's entering cl ass es aga i nst mor e t hen o hundred J apanese . Local police 

~~ requ ired to report on the language used in every homo . Those f amil i ee 

•~l ch are list ed as using Japanese only, receive preference in the granting 

or business licenses end in educational opportunities ror their children. 

School edninistrators end teachers are held responsible ror the displaci ng 

or Chinese idols from the pupils' homes end tor the introduction of Shint,o 

eod- s;elves. The wearing of Chinese costume has been forbidden , but this 

~ecree i s not yet enforced. The churches ore being pres sed to use the Japanese 

lonpue£e and e r1rst defini t e s t ep is made t his aut umn wi th the requirement 

:hot on one Sunday or eeeh month averythlne read , spoken end sung in the 

c~urch sen1ce Clllet be In the Japa.nese language . The Government radio baa 

~epeotedly broadcest the stetenent that ell roreigners ere spies, eauec1elly 

nlasl oneries . At one tlce the radio announced that two missionaries hed been 

~~~r!soned end one miasionery executed tor espionare, reports Which or course 

were relse . 

The many forms or nationalist pres sure uron Japanese ~r1stiana end 

upon niss ionar1ea in Janan cannot be detailed here. No missionary group has 

eceed~ t o the many requests that tbey Issue statements supporting the 
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iapanese Governoent and Japanese ceuae. Yiaaionariea are therefore subject to 

1111picion u an alien elcent unaJIIIPilthetic in tl..llle ot crieis. Some ot the 

netlonellstic Christian leedera oppose and criticiae the missionaries Tory 

.... rely for their quiet but steady witness asainst the wer. Among tha Japanese, 

reiiJlonsea to the pressure are mixed. Some aubmi t because they do not know a.ny 

etrsctlve wsy to resist . Some ere led to take a at~ongly nationalistic stand 

ID o~er to deaonstrat a that Christianity 18 compatible With the national apirit 

In uoe of oaere;ency and alao to lessen distruat of themaehea elld or the Chjoiat­

lan orge,nlzetiona in which they worlc. The methods or the police et timea are 

••rlously e=barraaaing aDd even oppressive upon pastors and actiTe Christian 

workers . In scores of casea Christiana have been required to declare inner 

beliefs and attitudes upon crucial questions such ae the relative status of God 

and the ~eror, the attitude ot Christianity toward the mythical divins spirits 

rrce which Japan Ia supposed to have 8Jlrllll8, the relatione of Christianity with 

Shinto es the nationel religion of Japan, etc. There ere tragic ceaoa of con­

~ornlty end surrender to the demands or absolute nationalism. There era also 

examples or earnest heroism in maintaining Christian attitudes and in presenting 

o teDulne Christian message In the midst of t his situation. 

A word must be said about the efforts or Japanese Christiana to do 

~thing In China at this time. Here the parsons, their information and their 

attitudes vary widely. Not • few are f ully sincere In their Intention to do 

sa:e eood sa an ortset to the suffering resulting !rom the war. They find 

th .. •elves unable to do much in Japan Itself and they hope that they will be 

able to m&Ke some atonement or soma contribution In Christian service to China. 

Others are more politically Inclined and wish to sea the displacement ot a 

~latlanlty having western connections by the introduction of Christianity 

under Jeponaaa auspices in direct rallo~ahip with the Chinese. ~DY apeclflc 

enterprises or visits that are undertaKen are based upon inedequete information 

or even upon serious miaintormatlon. In general I reco....,nd that Japanese 

Christians concerned with such anterprlaea be met with frank frlendllnesa, 

accepting their motivea as good but helping them to eee the actual raota and the 

tre::endoua spiritual dltrlcultiaa In their way. Alread7 a number or important 

cont ributions to Japanese facing ot the problem have been 1!18de b7 such vlsltora 

to China who haTe been fairly received amone; mlssionarlea and Chinese Cbrlst1ane. 

Our 100\to ahould be , • spaaklng the Truth in Love• and we should be aura that we 

honestly fult1l the laat term or that motto. Japan so desperately needs right 

Christian attitudes and tha Christian appreciatio.n ot the situotton In China 

thst we muat not t hrow away acy opportunity for gen6ina fellowahlp w1 th Japeneee 

or toad intentione , evan though they are imperfect lilce ouraelvaa and are often 

~'>!sled or put in a talaa position by their l:lilitery. 

finally It must be aald thet present oondlttona an~ present attitudes 

In Japan aa a •.tl!ola do not rrov1de hope for an early change of policy or t or 

the consideration ot a fair a.nd reasonable peace. That day seems tar orr • yet 

~:ley cocoe a llttla nearer aDd a little sooner If there are persona ready ln 

knowledge and in a ttl tudes an~ conrtctiona to telca edTantage of all opportunl tlee 
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which .,.1 come rrom military or economic dltrlcultlea. 'nle direct relation• 
with Chine may J)Oe&ibly be erreeted by the ObYiOUI 1apaneee detenninatlou to 
r!tht Rusaia at some t ima. Howenr the a..-r• a experience seems to indicate 
thO desire of 1epaneae military l eaderS for more time tO SOlYe the Chineee 
rroblelll sa conmletely ee tbey een end l11cewiae to prepare more specifically 
In transportation end other t echnical linea tor tbe struggle with Ruaaia. 

for obvious reasons the reel lite behind thia report , that ia, the 
neeos of persons end the details or difficult atenda made by heroic epirite, 
cannot be proaented bere. The facts justify t be uae or sympathetic imasina­
tlon t o till in tbia dry outline. 

0 3Vtil 0 3~ 

6-t:Gl 3::1ft 
r~·~·••• 'n V'UfAi't 

I •""U ...................... ......, 
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I'Nl'•'•"J' Aeport on the 
!UIIIIAJl-11\&ro.. 111chwa.F. 

!he Rono:rable 

h: 

the 8eoret&r7 of State 

Wuhlllgton. 

I haTe t he honor t o atate that the I\uulan- Bur-. 

highwar will aoon be open to tratt1o, Lateet reporta 

are t o the effect that the IIIU'f&c1nc of the h1ghwq on 

the 1\ulllan dde hae been co11pleted •• haTe &leo prac­

t1oall7 all br1dgn, Where etone br1dgee han not ret 

been oo•pleted eat1etaotorr te~rarr br14gee of wood 

h&Ye been bllUt. !Nolte &llc1 bl.lun han been reported 

on all aeoUona or the road but thue tar throUilb tratf1o 

h&a not ret oo•e110ed, It 11 natad that the aeouon or 

the h1pwar 1n au-. 11 aUll not oo11pllted, and thua 

tbe h1811war w1ll probabl7 not be open f or throup tratt1o 

on a l&rp aoale untU J-.-1'7 1-. 
the neoeeear7 ar:ranp•ntl for the operation of 

tleeh of tNcb and bllun on th1e h1ghn7 40 not 

appear to han been .ad• u ret . •o adequate prepara­

tion• han been •4• for ~· repa1r1Jic &ll4 1erTlo11lg 

of 110tor Teh1o1ee at term.n.l.e and at p1ao81 along the 

route. luPP17 depotl of peol111• &114 oU ban not 

ret been elta)aU.IIw4. It WO\ll4 tlllll IIPPI&r t)lat •"' ••• 

"" of the Na4 -t be ..- 111 the ~ ~·• 
of da1q 1n Chle repr4. 
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A ba1io r eport on ~11 J'Oad will be IIUbaUted 

l ater but the tol.l.owiftg taou •r be ot 1Bter11t: 

R>O'!E: !he h1Ch•:r tollen a WllhrlT 41reot1on 

tro• Yllnn&ntll to li&kwaa ( ) a d11haoe of 

425 11:1loaeter~, rta 'l'lll1'llJIC ( ) • !h11 part 

ot the road h&1 blln op en to tratt1o tor three or tour 

rear• but t he part troa 'l'lll;rllDC t o 81&11:wan hal onl;r 

been .urtaoed ~il ;rear. 

rroa 81anan the IUghn;r tollowe a northwe1terq 

direction t o Yangp1 ( ) then a 1outhwe1terq 

d1reot1on throucb Yungping ( ) , Paolhan ( ) , 

Lungl1ng ( ) llaftglh1h ( ) to th1 

••ll border t own ot waqu ( ) . At 11u1e on 

th1 Bur.a e1de the road branoh11, one route going 

northwut to Bhaao, the head of eteaa ft&Y1g&tion on 

the Ir~ad;r R1Yer, Y1a Maakhaa and t he other eouth 

t o L&lh1a, the railhead, .S. l:utha1. !he d1etanoe troa 

Si&kwan t o L&lh1& h reported to be 784 ll:lloaehrl 

and the total d1etanoe troa Yl.um&fttu t o Lalh1& 1209 

11:1loaeter1, or a pproxiaatll;r 750 ailee. !he d11tanoe 

tro11 Yullnantu to Bh-..o 11 approx1•telr the •aae. 

GIOORAPRr: Along the route troa 1'\lnMftfll t o 

Siall:wan no jp"eat enc1neer1ng problea• were encountered 

1n the blt1ld1nc of the h igbwa:r although l.Nldll14el 

and wa1bout1 h&Ye been frequent. !here are tour pa1ee• 

ot between 9,000 and 1.0 ,000 teet 1n th11 part but 11noe 

the oountrr 11 all aboYe 8,000 teet then pa n ee are 

not h1Ch. Alone the route welt ot 81&11:w&n the enc1nelll'-

1ng pJ'Obl.eu were 110re d1tt101ll. t . !he YanRP1, llell:oftg 

and 8&lwem AlTer•, all of wb1oh lie 1n deep narrow 

101'11• had to be oro11ed aftd oou1derabl.e J'OOII: WOJ"II: 

,.., uoe1aar;r at oertai.A pl.&oee. !he 'llr1"i1DI ot ~~ 
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tor 10M JliU'I be• a _.J)e~Wloll llr14p aoro .. 1be 

Salw .. ll R1nr for \he ON&- (paoli: .ale) t;NN'1o, u4 

~h11 bile been •~rcg1beM4 t;o 0&1'1'7 a l.oad of 18 ~0111, 

fba bridge onr the Mell:oJIIr R1Yer, wh1oh 11 a110 a 1111-

pendon bridge , wae puroba .. d 1n aur- Where U wa1 lll­

~endad tor ano~her r1Yer. U 11 reporhd ~ ban fiUed 

perteo~l:r 1n1:o the br14ge 1ite f or \he Well:onc R1Yer oroee­

lnc· 'fhh bridge 11 atated Co haYe a load oapao1'7 of 

15 tone. 

OLIIIA!'K : !he r&1n7 eea10n at !\umantll hae no• elided 

.and tor the nen eix 110n\he 41'7 wea\her _,. be expeated 

between hare and Siall:wan. Bo•eTer, nearer Bur .. t~ 

df'7 aeaeon 11 reported t o be lhorter. I u into:rwed that 

the 41'7 aea1on on the border oonl1eU ot the 80nthe of 

Januar:r, Februar:r and lflaroh onl.:r. Pre111 .. bl7 in the 

case ot a eurtaaed road the quaetion of ra1na woul.d not 

enter lmo oonl1dare.t1on, bu.C in th1e ~taaoe tratt1o . ., "' 
will do~btleaa be otten inte~p~d ~ ~el14ae and 

l • "' 
the deetNot1on of e-.11. brldg .. iif~•~ 'b1ohea'17 raiN. 

~ ~ .., ~ 

Conatant aumUon co the road tiU.\b~-Nq\ifred durlJ!Ir . _. 

met ot the :rear 1t the ro~t• 1a Ce ~ llltpt open, alld 
0 '!:. 

Mli1 will require the eJrpl071111l1: ot Choullndl of people, 

An Aaarioan hal J~eC l.ett t or Bh&ao b7 J)f'19&U 

m~or oar oYer ~he 11" road and e:q»eot• ~ lie llaOII: lll 

Y\um.antu lll ~bout a tonll18b'. Upon hie return ad­

diUonal 1nto~t1on will be aY&1labl.e aa ~ the aon41U on 

ot t~ road and the prwpare.tlona .mtoh h&Ye 'been -4• 
tor t;ratt1o oYer it;, 
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TREASURY DEPARTMENT 

INTUI O...,ea COWMUN •CAnON 

,...... loY .. ber 3, 1938, 

.. 
J'olm llaDea 

A conference was beld in ., ott ice at ll o' clock tb1e ..nnac to d1acu .. 

tbe cut-back practice in connection w1 th 70tZr nqueate for the RI'C to pu'Chue 

preferred bank atoclt. Thl collterenca n a atteaded b7 lleaara. h;rlor, Ollpb&Dt, 

trpbM, Duff ield, !'olq and .,aalf . 

Tbe apac1tic ~ation wae wbethu' 70U. abould request t!:::: P.FC, 1n Una 

n th tbeir recent propoe&l, to purcbaee poefarracl stock ot the Patobocue Citiaene 

llank and Trw!t ~, Patcqu., • .., York, 1n an agcregate pu Ylllue ot t200,~ 

the aubseription price, bowa tti, to be ~00,000. Attar IIUCh d1ecuaa1oll, it was 

dec14od br the conference tbat -,ou ebould lllllla t he request pro'f1.ded the 8111>­

ocript.l on to the preferred atoclt 1a cond1 t i oned ll)X>D an undertald.rc b7 tba bani< 

to reveal in its financial etate.enta t be t.ru. condition ot affaire, i.e. , tbat 

tollowing tba praterracl stock itea in all ot its finanolal. etate• nta a briat 

expla!latlon 1e .ode aborloc that the aubacription price 'QPOD which d1rldendl 

will be based and re~nt ...Se in the nent ot ret~nt or Uqu1dat1on 1a 

$500, 000 instead ot 1200,000. ben tbou&h the cut-back practice ie penoieaillle 

lt!lder secti on 34S ot the BanlthiC Act ot 1915 • it -• tbe MDI8 ot tba -tine 

tba t 7ou abould 41X1U'e1ae TOfSZ eta tDtor7 tunc tiona in such a wa;r u to protect 

tbe ~bllc troa be1nc ahl ed in a aituat1on wch u tbia where hll d1aolo~ 

1a 1JI tba intanet ot the public u ..U. as t ba atocltboldera and depoaitora . 
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If t his reco-tdation Mete with T<Nr appronl., tt. r.queet to tt. 

we 1n the PatcboCUe .. well •• in all fUture cuee inYoJ.rtnc tt. cut-back 

rill be conditioned 1n tbie III&JID8r. 

Racoanendation appro'Ada 
• 
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TO: Allerioaa •baaey, Parh, rranoe 

DlTII IOY•ber 3 , 1938, 8 p .a. 

HO.a 831 

JROil ml SIORIT.ARY OJ' THI TRIASmtY. 

FOR 00~11. 

The following ia a~rio~ly oonfiden~iala 

Thie 1a t o infora you, for your guidance, that ~ha 

Bank of lngland hu ad.Yhed the J'ederal RaaerYe Balik of 

Hew York tha~ they a~ill do not haTe euffioien~ exchange 

for forward del1Yeriea againe~ aalee •de the laUer par~ 

of Sep~•ber; ~hey lack approx1Mhly 011e hUJ14red aillion 

dollar a. The Banlt of lnglaDd hae not ye~ decided whether \ 

the88 ealee will b e liquida~ed by fur~her ehi paenta of 

gold to ~he United S~a~ee, or whether ~hey will ewap theee 

oontr.aota into la~er fu~e del1Yer1 ... 

You are requ .. ~ed ~o •11 to BuUerwor~ a copy of 

thie talegraa. 

HULL (J'L) 

U :HJ':Lft 
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P.AIV.PHRJ.SI OF TEL:Rlll.U{ RIOirnD 

J'ROlh Aaerioan llabaeey, Parie, J'ranoe 

DATE: KoT .. ber 3, 1938, 8 p .a. 

10.; 1881 

FROlt COCHRAN . 

The October 37 Bank of J'rance stateaent 1h01ted no 

important changes. Ooveraged moved only froa 40.47 to 

40.69. 

At a quarter of six when I talked with the Bank of 

France I was told that t oday the exchange market had been 

inactive and nothing had been done by the French etabiliza­

t ion fund until late this eTening when at 178-19 a Tery 

little sterling was sold. There wae a little mare bidding 

in the f orward franc. Yesterday'• gai ns in French rentee 

and shares were not held. The belga 1e reaaining steady 

a a short caTering ie continued fraa London. 

Govemor Fournier of the Bank of France waa oonaulted 

by Reynaud, as well as the experte in the Finance ltinistry, 

but he hae issued no new stateaent . All aorta of predic­

tions and ru.ore as to the proepeotive plane of Reynaud 

are being cirgulated on the market and in the preee. 

I n this connection you may find it of intereet to refer 

to my telegram lo. 880 of June 1, 4 p .a., i n whioh I 

reported a oonfidential talk which I had with Reynaud OD 

that day. He had ghen ae fiTe pointe which be faTored 

then -

Firat. A GOTernaent of a larP -Jority. 

s eo01l4. !hat there be 1- duUee on raw •teriale. 
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Third. At leaat aix d&ya work per weak, and more 

work. 

Fourth. A curranoy eufficientl:y depreoiated - and 

hia remarlta upon accepting the new poat of 111n1ater of 

Finance would indicate that he believes th111 point hae 

been reached. 

2C9 

Fifth. That the Tripartite Agreement should be rniaed 

to attain currency rates which are bearable. 

Forced converaaion of rentes was oppc.d by Renaud, as well 

a s exchange control. At that time he aaid that exchange 

contr ol was 1 undeairable and unworkable for France as well 

as distasteful to the other members of t he tripartite•. 

I refer to my telegram of October 27 , Bo. 1828. 

In that telegram I mentioned the arltet report that eo 

much difficulty waa being experienced by llarchandeau that 

Reyaaud or Patenotra might shortly aucceed h1•. In tba 

t elegram of June 1 , Bo. 880, I reported that Reynaud antici­

pated a oriaia for the Govern•ent in Bove•ber because of 

the fUtility of the policiea of the Government. 

UD IIKSBAGI. 

WILSOI. 

EA.:Ln 
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Secretary or State, 

Wa shington. 

1286 , NovembEr 4, 6 p . m. 

FOR TREASURY FROM BUTTER"IORTH. 

GRAY 

London 

Dated NovembEr 4 , 1938 

Rtc 1 d 3:52p. m. 

The fore ign exchangE market has continuEd inact ive . 

The dollar has rc=intd compara ti vcly stable a round 4 . 76 

and only 79 bars v1trt sole! at eold fixing at 146 shillinrrs 

one penny or which the British !'und suppliEd about a 

dozen. TherE was a tendency to SEll f r ancs on fears of 

r urthcr pErsonal changes in tht Daladitr Cabinet but t.llt 

lll:1ount of s terling lost by thE French fund was small. 

KENHEDY 

HPD 
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PAIAPBRAU o-, !II30PAII ID'l' 

TO: Aaer1ou labU87, Pane 

D.t.B: Joveaber 4, 15 p.a., 19!8 

JO. : 838 

FOR OOOJUWI J'RCil 810RIT.utr or '1'111 'l'RI480Rr. 
brief 

211 

In a/telephone oonveraat1on today w1th the Seoretar.r 

P&ul Reyll&ud e&1d that he w1ll rau.1n loy&l to the pr1no1plee 

ot the Tr1p&rt1 te .&greeaent and that nothing would be done 

to jeop&rcii&e th1e .&greeaent. The 88orete.r.r repl1ed h8 n.a 

yery glad ~ he&r that and hoped that 118ynaud would have 

great auoceae and &dded that 1t he could be of &%If a .. 1at&noe 

to call on h1a. Kr. Reynaud aad.e no other oommenta other 

than aek1ng reg&rd1ng the he&lth of Kra. Korgenthau 8D4 

the Preeident. 

HULL 

• 
c: ... 
('> ... c 

• .. 
> f ... l !!. 

UtD.Tf 
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JW)K: Aller lou ..... .,. , Parle 

DATI: Jloveaber ', 5 p ·•· , 1938 

!10. : 186' 

JBOK OOOlllWI 

212 

The stab111zat1on fund ha4 sold a few poundS at 1?8.81 

by noon when I talked w1 th the Bank of Jranoe . In hla first 

talk as Klniater of Finance W1 th Governor J'ournier of the 

Bank of France, Reynaud ha4 poai tively reaffil'llled hie deter­

mination not to let the tranc depreciate below 179. 

I waa 1ntor111ed thie evening by a aarket trader tbet 

t hr oughout the dar e:r;ohange dealing ha4 been light. Forward 

discomt on the frano waa slightly Wider . 

Lower quotation for rentes. The ataospbere ia clouded 

with doubt and deception awaiting Government action With 

conatant ruaora with reapect to di .. ention Within the 

Cabinet and to poli tioal problna. Lazard 18 the principal 

sellar of dollars and the Bank of IndO-Chin& the principal 

~er. 8oae dollars ware &lao acquired by the Jational Bank 

. ot Belgi~a. 
rates 

Interest/ on •libtaan aonthe national daf••• !UIId boll4a 

and on two-year naUon&l dafanaa bonda b&va bean reduced 

:fro. •.so to •.a5 paroent. 

WIL801 
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-.::·Jr: 
;.rcht~ 
LochMad: 

~;·Jr : 

•• ~. 

-.::!Jr: 

' . ~. 

W.'Jr : 

L: 

' . .. 
":!Jr: 

L: 

::: Jr: 

.. : 

Go ahead . 

Hello . 

Good morning , L!r . tlo r genthau. 

Who ie this7 

Nov~~ber 4, 19~8. 
9 : 45a.m. 

213 

This is Lochhead speaking . Taylor and 
see - ~ell everybody is cooi ng 1n now. 
llr . Bell , :rr. Olipho.nt, etc . 

White, l et ' s 
Ur. Hanee, 

Give ~e the bond m8rket first. 

The exchange markets are still et eady4 but ver y 
quiet . Sterling 4.76 and f r ance 2 . 66~- a very 
rmall turn over, only seventy-nine bar s this 
oornine , eo - and tt doesn 't look like any action 
here . 

No . 

"o further news trom abroad . The one thing you 
asked me about Buck - we found from Hongkong that 
he left for Chengt u on October 28, and expects to 
r eturn to Chungt1ng i n about three weeks time . 
':le have :Us Chengtu ad<l. res r in ca&e ,..e Mve to 
set in touch with him. 

Well try to contact him. 

Well - do you - 1£ there any epec1al ques tion you 
~ar.t to aek hie. 

•,7ell, Just ask him - try to estebl1eh co::JJ!lun1oat1on 
with him. 

I eee . Well or course t he communication h~s to so 
by way of Hongkong, through you see. 

Well , t ry it, Just to see if you can get-

All r1gnt, we' ll Just simply send some s i mple 
message t o get a r eplY end see how we come. 

Th!lt 1 e r 1gbt. 

All r1gnt, e1r. t;ow everybody else is her e • 
you wish t o epeak to ur. P.anea first. 

Yes. Hello. 

Do 
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canes: 

H:.lJr: 

H: 

!!l~r : 

!:: 

r..:Jr: 

H!IJr : 

"· 
~r: 

P. : 

l':'Jr : 

ll: 

Ht!Jr: 

u . ... 

~r: 

u. ... 

- 8 -

Good 110m 1ng. Hello • 

John? 

Yea. 

214 

I read the letter t o Giannini and Mrs. Uorgenthau 
made this comment. The sentence, 'I have not 
seen the Wilcox letter r eferred to in your 
t elegram•, she says 1 Uight be interpreted -
someti mes politicians, when you ask them a question, 
say ' Oh, I haven't seen t he letter' •, see? 

Yee. 

I t 1sn 't strong enough . So I thought I'd put on 
this P.S. Ju~t wri te it in my own handwriting, if 
you people agreed. 

Yes . 

P . S. •up to the time I received your telegram 
I did not know. tha t ~uch s thing ae the Wilcox 
l etter existed. 11 

Do you want that - do you •rent -

I could write 1t on if you ;>eople t hought all right 
or i t. 

•up t o the time I received 

1 Up to the time -

· - • your t elegram 

- • I r eceived your t elegram I dl~ not know that 
such a thing as the Wilcox l etter existed .• 

Well , we could put that - we could substit ute thPt -

'llhat? 

We could substitute that tor the sentence, 'I have 
not eeen the Wilcox matter end send you another 
copy tonight. • 

Well , maybe that would be better. They could •end 
it air call to get it J!onda.J. 

Yes • 
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U:'Jr: 
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You eee, 1t you read it •I h8ve not read 1t • 
that doeen 't -

"I have not seen the Wi lcox letter•. 

!t isn' t strong enough. 

YeP. 

215 

The tact r emains, I never heard - I never heard -
eeen the letter - I didn 't Y~ow 1t existed. 

Yes. Walt a minute, Herbert Gaston hes got a 
s uggestion. Herbert says , he could say "I have 
not seen the Wilcox letter referred to 1n your 
telegrRm, and di d not know ot 1te existence. • 

Yea. Well, oaybe it'd be better to rewrite it 
r a ther than ba\·e me write it 1n my ht>ndwriting. 

I don't know, what do you think about 1t. The 
rest of them all eay 1t'e ouch better. We 'd 
better send you another copy tonight. 

That ' ll be time enough . 

Yes. And 1t we - suppose ne put an airmail stamp 
on 1t. 

·"'hat? 

I say it you want t' burry 1t back out ther e, we 
could put an airmail stamp on it. 

No, that wouldn 't help any at all . I mean a1rme 11 
up here doesn 't help any. 

!t doesn 't. 

No, 1t you eend 1t the way u. cloe8, 
I get it by e1ght-th1rty. 

All rlgllt. tlow - ae1de trom that 1s the lett.er 
all r1gllt1 

Oh, I th1nk it' s t1ne. 
1t I thi nk everybody 

Well everyone here bee aeen · 
here bRa eeen it. 

Oh, I think 1t'e t1ne. I J uet di dn ' t tb1nk t hat one 

eentence wae etrons enough. 
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Yes . A.l •l right, .\'Tel l , 11e ' ll f lx that uo and 
put i t i n thf' beg t o nigh 't. · 

~·umber Two. That t able that you sent me , see? 

Yea , sir. 

I don ' t want to show ·the President a t able wit h 
a correction, so I ' d rather wait an~ see ~ia 
tomorro~ after noon and have a corrected table. 

216 

VI ell , I ' 1l t ell you t h l e . You notice t~oee 
correcttone were onl y l n four of them, f i ve eet e , 
s ix set s , eeven eete -

I know, but he might use 1t. 

~ee . 

I have time , eo it could bP retyped today . 

Yes . 

I v•an t another column l n there cmywi!Y . Hello. 

Yee. '.'ThPt - whe t -

I ne.nt a coluan ~tart~ng thirty - t h irty t'louel1nd 
~ollere ~nd then ~o~~ns hor ~uch i s deeucted -
how much capita l you have ~~~t 9t the e~d o~ each 
yeer. 

I s ee . You went the sub tract i on - the 
tha t 

Sho,v1nr t}'n ne t amo~,;nt/you ' <! lt&\' t - cap i t:1l invested 
each year. 

I see . That ' s rtgbt -

All ri&ht. ~bet ' ll put - in other words we Ju~t 
subtract t he aco~~t paid back and get the tot e 
left. 

That ' s right . 

Each year . 

All right. 
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I don ' ~ know 1f I'•• go~ ano~her cop7 of that 
th1ng here, or not, I can cake ' hoee -

Well, our boys - ~ God, if Harris can't make 
one he 1en 1 t the man I think he i e. 

217 

Oh, they can make 1t all right. It's a shame to 
do a l l that work. It ' s a lot of work, so i f we 
h~d that copy here we could eave a l ot of time. 
Uaybe I can get it over at the other place, I ' ll 
send over and see. 

Any way, let him do it, but I want the other 
coluan. I know that t hat was one of the pointe 
the President wanted , was how much money he'd 
have left at t he end of 

Rave you got thPt thin& be!ore you? I haven ' t 
got a copy here. Have you got 1t be!ore you? 

Yes. 

Tell me whet the headings were , I !orget. It waa -
first was - down one column was eighteen hundred 
dollara · a year, stra~ght, wasn't it? 

Total payment. Yea, third column, e1£~teen hundred -
as payment to inter est tour per cent. 

Yes. 

Twelve hundred. 

Payment to interest 1e 1t? 

With the principal six hundred, balance due - well 
they've got the balence. 

Balence due - that ' e whet I thought. They've sot 
the balance due eaoh year eubtracted already on 
that last column. 

They got - well I won't bother you then. 
• 

All right. 
I won 't bother 70u, becauee the correct1one are ao 
eull. 
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If : The correot1ons - they uount to about tour to 
seven cente, but we - I told them - I think they 
juet ran it - they Just didn't run it out t o the 
decimal point, but we did. 

~~r: Well , this is all right , then I di~n •t - the balance 
- I' ve got Just what I wanted. 

'-'• 

l!t:Jr : 

i!:"Jr: 

"''Jr: 

!!: 

H:~Jr: 

~ : 

!i!!Jr: 

!!: 

"'1Jr: 

H:!Jr: 

u . 

All right. F1ne. 

I'm glad you di dn ' t know how to t1gure it either. 

(laughter ) 

!t took us an hour t o do that. 

l'lell , it - i t took theee boys here about t.o hours 
and a half t o check those figures, eo i t wasn't 
so eimple. 

Yea. llow, as to your 

Yes . 

scheme. 

I don 't like your solut1~n . You fellows ere going 
to bsve"to argue with me on that. 

~ell, what's - whet ' s your criticism of that. 
You 1 re talking now about the mecorandu:D that we 
sent you on that -

Yes. 

out-liNk. 
Yes. I don 't- I don 't see t hat- it' s a halt 
way thi ng, I don ' t - I don't see why we can 't 
do it the w~a3 - truth in advertising. 

Well -

I don 't eee why we ebould bUJ a •illion dollare 
worth of preferred stock - call it halr a Mi llion. 

Well you - if you apell that t hinS out, it you 
epeli it out t o the tinal languaee and put the 
language 81 - ae yo~ would on the face ot a atatement 
which you are selltns aecuritiea 1 corporate 
securitiea under the securitiee Act, it you'd 
spell ~t out, you would alllp~ a-.r urt purchaee 
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of the oo11111on etoolt ot th11 oo111pany must bear 1n 
mind that whereae the capital 11&b111ty 11 
figured at three m1111on dollare , the real 11ab111~ 
1e seven m1111on dollare, 88¥, and that 1e re­
presented by eo many eharee of preferred stock 
which 1s ret1rable at eo many dollars . 

V:!Jr: Yes. 

~: And the oomoon s tock, under the oiroumstancee , 
has no value until that amount of coney has been 
b~ck into th ~ company through earni ngs. 

U::Jr : Well, John 1n the -

" : Now , that ' s the - that's what it would, that would 
be a hard t h i ng to spell out, oaybe, 1n a state~ent, 
but t hPt would be t elling the truth. 

"':Jr: l"'ell, no - nobody r eads that. 

~ : No , they can put that in t1ne type and you've got 
to have young eyes to read 1t. 

u::Jr : 

U::Jr : 

:: . 

Hl'Jr: 

H: 

But nobody reeds that. 
Long Island bank, if by 
~ednesday, I ' m going to 
let that one go . 

No w, in the case of thic 
my holding it up until 
embarrass anybody, I ' ll 

~ell nor, walt a c1nute, let me find out . ~eroan 
s~vs we ' ve got ~~other small one in the shop too, 
now. A smell Pennsylvania bank, he says. 

Well if - if by my holding it up until Wednesday 
- I 'm not go ing to stand in t he way, but ae to 
principle I ' m not sold at all. 

You don ' t 11ke it. ~ell, we - we ' ll talk some 
more about it, see if we can get a better solution. 

No• I got a long Cle::l?r&ndum froo Upham on it, 
Juet1fy1ng t he present way or doing it and I'm not 
sold. 

Well, we' ll •ait until you come back. 

John the way I teel 1e thie. It'e 11ke 11111n' a 
f e llow eay1ag thi s thing 11 pure wool, but hal 
ot the'wool wae ueed before 1t was rennovated. 

Forty per oent cotton. 
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Yee. 

And the correct name for t hat is 1 ehoddy1 • 

Yes .. 

Uow, 1t' e all "o~l. t here's no question, t here' c 
all wool 1n 1t, but half or it is reused, and 
you cal1 1t r eused instead of calling it aboddy. 

Yea . I believe - I believe we c~n - ! don ' t know, 
I beli eve ~e can show you on - if we get - i f ~e ' d 
get up a form and say, in substance, Just what 
- I've bePn talki ng her e for the last two mi nutes 
Just seying that th1& - ther e ' s a truth about 
this s t atement, here's the val ue of this Ptock, 
then you're no t fool~~ anybody, because you're 
not kidding the depositors, end even -

I can 't get through my head why the truth i sn't 
t he s i cplest. 

Well I cAn 't either. I don ' t see any -

~~d I - I J ust can ' t see it, pnd here where we 're 
t elling the rest of t he world hor to run their 
business and be so damned honest, I think we 
should lean over backwards . 

Well, 1t isn't -you know, 1f- 1f Congress did 
this, Congres s gave them the right t o do it •. 

Congress also ~ote t he silver purchase Act. 

(lPughter) Well , I didn 't know that. 
I wasn 't here then. But ~enry , I think that, 
a e a mat ter of fact, I think this thing, from a 
standpoint of the banks , ther e 's a queet1on or 
r hether or not t he banke can stay in bus1nees 
unless - unless t hese means are adopted. l!ow 
I ' m not - I ' m not thoroughly sold t hat - thet , 
it ' s necessary 1n all these case because I don t 
know enough about i t. 

Well, as I oay, i f by my taking thie posit1onioi ' m 
Jeopardi~ing any bank or anyth1ng else t hen o •• 
on 1t, but 1f y?u can hol~ i t up until Wednesd~ , 
I'd l i ke you to do i t. 

Righto. 

Regraded Uclassified



!f.!Jr: 

221 

tlol", that ' B t alr eno\ISh. 

Yes. Wait - wait just a m1nute now, Herman -
(as i de) Is it go1ng to hurt anything if we Just 
bold it up until Wednesday? 
Well, we ' ll - v•e 'll J ue t. hold }t all UJ:: unt1l you 
come back unless - unles s we have to goahead with 
t hl s one, in which oaee we'll call you bac~ and 
t al k to you about it. 

::.::.rr: Uo , you needn't call me beck. You fellows there 
cen use your own bePn . 

..,. 

~ : 

'" :Jr: 

11 . 

~:...Jr: 

~~.Jr : 

" : 

~ ·Jr: 

!.;. 

~'Jr: 

And 1f you ' ve ~ot to go ahead, t here won ' t be any ­
I won ' t say any t hi ng, I - I ' ll just leave tt, it 
you feel you peO?le h~ve t o go ahead t hat's ell 
r i ght. 

Yes . 

But I thought -

We l l , re won' t do 1 t un l ess we do have to. 

ThPt' s r i gnt , but I ' n not sold as yet. 

All right. Fine . Well we won ' t do i t unl ess we 
get - unlees ~e 're pushed i nt o it. 

And I'd like t o consult a couple or f ellows ltke 
Tom S~lth end a f ew other f el lows. 

Yes . All right . •• Fine . 

But I'c no t goi ng to do onyth1nS about it until 
I get back . 

0 .JC. Uo!" do you went snyb'>dy els e here? Do you 
want to t a lk to somebody el s e? 

~ell , I - I want to sett le thte thing about Bell 
whde&OJ?eneroua · ~ith our fifteen or twenty ...,.,... .... -. .. 
Well :!erman 1e not sure that he can C!o it lPgally. 
ThPt re beve any l esal rtght to do it except to -
t hat 1s to make a public ~~ounoement of 1t . 

~!y Go<! , fell?Wa. Wbst ' a the matter ...-ith you 
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fello~e . We c~~ do 1t, but not do 1t legally , ub. 

Well, that' s - you've Rlready done 1t in one csae, 
b•.lt -

I know . 

- riot sure th~>t you h11d any lf'£111 authority to do 1 t. 
Ht>rmM said -

!f you get. caught at lt.. 

Y~e. You d1• n •t ~et cllu£bt. the last t i me . 

l'fell , ho,. -

Pern~n - ~hy don't you t.elk to Herman about that? 
He ' s - he ' s l ooking -

What? 

'Nhy don 't you tall< to Herman about 1 t , he' a l ook 1ng 
up the l aw on 1t , or D11nny B.e l l. Do you want any 
rn eaepge from Dan? · 

Well , hsve you fellows t!llked? 

Yes , r.e have. ~e want t o do 1t. 

•7ell then, go ahelld c.nd do 1t. 

No . Herman says no. 

~~t? 

Herman say s no, you can ' t do 1t . 

Oh let me t alk to h1m. 

Unti l you bl\ve time. Do you \'!ant to epealt t o 
Herman now? 

YPa. 

(aside; come on Herman . (laught er ) 

Pello . 
uello , Herm~~. ?by you - rhst'a the ~tter r1th you, 

thls ~ornlng , ~ayf 
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Well, I - I'• at.ll1ns t or t1ae. 10 , 1t I had t o 
Eive a quick ann er, I'd 11.1 t here ••• no author1t7 . 
TbPre i s one l1ne of inqui~ thet I'm on now. 

Yee. 

It looks prom1oi ng. I want a little more time on lt . 

You want a lit tle more time on it. 

Yee. 

Well that ' s - all right. ! - I want to be f a i r. 

All right . 

- f air . 

All right . 

You want more time. What do you ~ant, until Uon~ayT 

No, until to -

· Well you -

this afternoon or i n the morning. 

Th1e afternoon or in the morning. 

Well you ~on ' t be 1n tbi& afternoon - tomorrow, 
so you can do i t tbie afternoon. 

That's r ight. (laughter) 
afterno:>n. 

I ' ll hive 1t ~Y tb1e 

Did Chauncey tell you that I w~nt -

Yes . 

- Straus ' office called up every day? 

Yee. I'm going to meke a record. 

We ' re waiting? 

Tbat 'e right . I' ll cake a r ecord. 

And • all right. How ab:~ut t aklnt: care ot t hoee 
WPA acci dent caeee or do we h~Ye t o t urn t hem over 
t o t he ambulanoee? 

I'• on t o that nO'II'. 
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Yee. 

Working on that ceae. 
t alk to ~ybody alee? 

L24 

All r i ght, do you went to 

Y~u fellows got me all bewil~ered w1th your legality 
rnd your morals and everything el se. 

well , ~e go noble when you go away. 

Yee. Sxcept o~ t hin preferred s t ock. 

Wel l , I - we can t alk about t hat when you get back . 

I ' m e e1~~le cinded country b~y . A hundred dollars 
•·:~rth o~ pref erred stock to !le ls e hundred ~ollars 
worth of preferred etock. 

Well , let's ta~e P ,look at 1t whe~ you get b~ck. 

I J ust can ' t get it through DY bean any oth~r way. 

You got my news that there ' s - there ' s another 
case L~ •~e chop, to uee as a test case . 

What ? 

You got oy news, di~ you, that there 'e another llttla 
case 1n the shop , t o use At e test case? 

~ere is. A littl e pes t bpnk i n Penneylvania j ae t 
clll:le 1n, s? if th"re ie lillY rush .:ln the - the ~ns 
Island bank, we · c~n go &bead with it and then uee -

:·o, I still ESY a hundr ed dollars w~rth ?f pr ef erred 
etock to oe 1s a hun~red ~ollare. 

Yea . But you got that other es se eo t hat 1f t here 1e 
eny rush on •he Long l eland case we can go ehead on 
it and then use -

All right. 

And use the Penni.Ylvan1a ceee •• a gu.1nea p1g. 

All r1ght, ~hat clee do you know? 

I don •t know a t.blng exce,o')t it' • going t.o rain. I 
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droYe 111 fro. the baJ thle momtns. 

!t'a beautiful up here . 
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!t ' e beautiful dr1v1ng ln trom the bay, but lt 
looks rain - have you got euneh1ne? 

In caee you tellowe don't know it. The Pree1dent 
goee on the air at seven-thirty tonight. 

Seven-thirty. All r1ght. t'o you ,.ant to talk to 
anybody else? 

I ' o - I'm available. 

Aside (?e 's available it anyb?dy wants to - speak 
now or hold your peace f orever). 

"hat 1 

I told the~ to epeak now or hold your peace forever. 
Steve's got his h~nd up. 

Who? 

Steve . steve ' s got hi s hand up. Not out . 

Who has hls hand up? 

Steve. 

Who? 

Steve Gibbons. 

Gibbons? 

Yes. 

What's on hi~ - what ' s on b1e mind? 

He wante the country boy to read the lite ot 
Daniel Rue. 

I ~ve tell h1m. 

Laughter. 

But tell h111 we don't cake 110n_,. the wa.1 he d11. 
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(Laugllt. er.) O. !C. 

I r end i t.. I t ' s e sood et.ory . 

All right . Bring me an apple. 

We l l , I ' ll ca ll up bet.~~en t.hree and tour. Say , 
liet.en, - bring you an apple - go up and see Eve 
Robbins , he 1 e the one •ho distributes the apples. 

(laughter) Bet•een three and tour? 

Yes. 

Wel1, we 'll have the L~t•er on the Wages end Four 
thins, by that time. 

Yes . I - ! - you - well you - you ' 11 have some 
t.h011811111 by then . 

Yes. O.K. 

Di d we breL~ the lew when we let Social Security 
have those men? 

wel l , I d i dn't know about that. 

That's a sood anewer. 

I d i dn 't know about that.. 

All r ight. 

O. K. 

All right. 

Goodbye . 

Goodbye. 
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66. 

tilt rwtaater a.-.1 .... lAp1 authorlt;T to deta11 • ncs-tz7 cl.ck 

h'Oa the 'fuh1actcm pon otno. to d8t&ohe4 411zt7 at tile ll!.ite a-t '1M 

Attora.r o.a.raJ. Dnrred tile .-u- 1a tile uptiw (1904, 25 0p. .ltV. 

Gc. 301). Ia nppori ot !WI n a lw add a 
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to tla! llllf lltatutorT allthor1t:,T tt~r the 6lta1l Sa .-tlla e1t.Mr Sa the 

7a1r Labor s~ .Act ot 1938 ar ws+ere. lldeed, 1~ -u, app.r 

tlla~ tile lair Labor 8teDdarda .Act ot 1938 pralaib1~ 81Mb • 4etall. ~ 

U.ce 11 ot iba~ .Act proridea tbat. ·~ u prooride4 1a 8Mt.1cD 12 111111 

!IIIUb&ection (b) ot th1a eect.iclll £' rait.hc ot which bu UIT beer1J1c • 

tile preeeat ~~. the "'e1n1•tn.t.ar .un UW.. the toar.u. ad 

di..Uitu ot t.be ~t. ot Labor tor all the s.-t.~iaa8 111111 

illepectiau neCMJ18Z7 Wld8Z' tb18 aecticlll•. !lie •s.-t.lpt.S... 111111 

!upecticu• 1lb1ch tile MCt.iclll retara t.o are, a-c otban, tMN ._ 

eNal'J or •PJK"Oirlat.• t.o clat.er.iDoe llb.t.ber UfT penon. bu n.ol&t.ecl ezq 

Pl'Orteian. ot the .Act•. It. 1a ...s.r.t.ood tbet. t.hia 1a the VPe ot ~ 

lh1da Treuuz7 pen~ -ut do 1t cJetalle4 t.o the 1lap aD4 Bour 

Di...Uian. . 

~ emoJudca 1a aao ~ 1v t.be ~ apeoi.tla atant .. 

I1I'WWllc tar clat&1la ot Genu~~· file lll1t.e4 State. 0.. 

cao~w 110re t.ha •nv .. puat.e Jlr'C"lalcaa relat.ia& t.o t.be a.taU ot 

.u. ott~ IID4 - .. -- t.a- tortoT :rela~iq t.o the clat.ell ot kV 

all4 k ine ottto.ra 11D4 -· Ia 8d41~1<a, ~an ·- d.etaU 

Jro't'iaicu nl&t.iq t.o the ot.bt¥r _.1.,. ~. ....-.1 ot 'IIIWIIa 

~ +t=11a ot ~ piA'•-•,• s.., t« -•rpl'Lee, v.s.o. t.1U. 

s. Met~ 40, 41. IID4 25). 

\ 
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NICHOLSON 
Spagent 

Wuhn DC 

COPT 

0 s s '!'Q]. .. 

(BoJ18koD&l 
Rcrtoaber t & II 1 gsa 

Today had ooDt1dent1al talk with Dr. Xan Ch1a Hou toriUr 

Vlce-111n1atar tore1p e1'ta1ra zecUnt(?) ..-.r peoplea pol1Ucal 

ua~<~bly end peraoDal rapraaanteth'e or Generala Pal ChUD& Hal 

and Ll CbUD& .Ten on mill t117 cd poll tical •ttera. The true 

a lOry ot Canton' a tall 1a that General Yu llan lfou retreated be­

cause or hlo unpreparednua abetted b7 contua1on 1D ballot that 

.Tapenaae would not attack South China - Cb1&D& d id not o:rdar re­

treat . 71ttean tbouaand Cb1Due t1•oopa at Btu a.,. were unable 

t o cope wH b twenty tbo<laand troopa l anded by .Tapanaaa. General 

Yu bad alx dtvlolona ot ten thou .. Dd each at b1a caaoeDd. Five 

t houoand were ann1bllated 1n daten .. or Waichow; tin t bou11111d now 

surrounded near 'l'aluhul by aupar1or .Tapaneae toroea t aco ann1b1la­

tlon ; th'e tbouaand are unaccounted tor; and balance or about 

forty thousand have f ollowed Yu t o und1ecloeed deot1nat1on north 

ot Co.nton. General Tu' • atup1d1 t y cauaed Ch1ug to chall&e plaluo 

tor dateue or llankow. 'l'Wo 11110ntha ego Min1ater or War Ho Y1D& 

Chin told Dr . !taD ot prepareUona 1nclud1D& baat troopa and lloltCban­

hed unHa to defend IlaDI<ow. 'llihen Canton tell Haukow' a deteuae 

waa weakened , aa .Tapaue .. could t hen attack tl"om eouth aloD& llallkow 

Centon Ra1lwe7. Th1a cauaed Cb1an& to w1tbdl"aw tro111 Raultow. Wa~~g 

Ching Wet' a peace overture 118de to pr eaa atter Canton' a tall cauaed 

great conatarnat1on 1n mil1t117 and politi cal quartera , Who telt be 

had no authority tor aucb move without jblpmta (Ch1ang' a?) permiaalon. 

AccordiD& to Dr . !taD, Wang Ching Wet 1a det1n1tel:r pro-.Te,p; h1a 

position in Cb1naae Government Ia due to backlog or b1a three pol1t1-

cal cl1quea: Tho Independent Cr 1t1ca Aaooa1at1on; Modern Critloa 

Aaaoc l atlon ; and Literal alld CUltural A.aecclatlon. l!e aleo baa ba· 

bind him t he powerful pol1 Ucal aclenca eroup, i ncl uding 7~ ot banlc­

n s , mn:rora ot \nne, and haeda ot amell pol1tioal d1rla1ono tbrouab­

out Cbina . All theae erou,e are behind peace movement. 

Cr 1t 1ca ot Ch1&D&'a retent ion or Wan& are calmed with eaplana­

tlon t hat 1 t 1a beat to keep VIlli& oloae to GoverD:IIInt end therebr 

under control. lao&' 1 di.Ueeel would cauae dialn~eeratioo ot hb 

political beckare, wb1oh would cauae political uareet. laD& haa 

played with .Tapaneaa conaornt1ve 11111\117 e1-nt• t or arm. tille. 

l!e 1o not trusted b7 stel1n ot u. s. s. 11. aDd bia onl:r bop• 1a to 

Join .Tapaneaa peace propepndiate Which, 1D n•t ot Chiang' • de­

teat, would ~· Wang head ot Cb1Da. It c.-.niata &aiD control he 

would have to go abroad to aacape aaeaaelnatloo. 
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Atter tall ot Catoa O..ral '1'U1 awroaoUd. Ius Chin& l ei 

wi t h propoaal that ba ,... bh illtlu•oa t o cat Cbia.c'a reaipaUoa 

10 that China could ban peaoo. lllJIC a4Y1ae4 Taki that Cb1•118 110U14 

aanr reeip, but \bat poaoa plall 'b&oo4 on Cbillaa' a r..ill111& at tba 

beod or nation llipt bo rocahod. Tbia propooal put botaro J'~~&~uaaa 

orrlcera or YOUJI& 11111 tar)' crcup ... tloUy tUJ'Ilod d0111l u4 O.~~eral 

'l'aki adTiaod \f8Jl& that poaoo owartura would Dilly bo p...-•lptod Oil 

aoiUJIII)tion that Ob1all8 would retire. 'l'llaretara, paaoa owarture 414 

cot 11111terialiao. 

At thia ti.Ae, Juat atter tall or Callton, Icc IDode bh peculiar 

peace etat.....,.t to proeo b*P111& to rorce Cbicc into peace UC~Dti­

auona. Dr . Kall atatea Ch1811& allo-..4 Wus to circulate peace I'UIIIOra 

Ia or<ler t o cat ti.Ae to ., •• ta dhieiou totallilll 01M bWI4rod thou..­

and :DBD to Canton area t o prowact J'~~&~u•aa tr011 1110Yi11& north aDd 110rt~ 

out. TheM troopa hawa alrea47 lett tor Canton Ullllar Oenaral Sib Yao 

and Vice-General L1 lloa lien , to joi.ll Yu'a MD ia CantOD area, thua 

bringing t otal or one hull4ro4 rorty thou .. lld troopa to preTallt J'apuaaa 

IIIOTe-t nor thwa1'<1 . 

l n cable to Yu, Ch1811& accepted tull reapone1bll1ty or Caton 

reuure aa Ch1811& raala it Yu ia pwliabed now bia jUillor orticora 

would boo._ tr1cbteno4 or like rate and troopa would probably diabud. 

The rourth till tarJ ate&• ia now approacbiag and Chi Bill baa lett tor 

detecae or China: (l) CoDimllliotic rorcea aitueted north ot Tallow 

!liTer; ( 2) K'-c•i troopa Ullllar General L1 now retired to area bounded 

on north by Yellow RiTer, on eeat by railway, and Oil oouth by T~ ... 

Ia almoat Ulpra8JIIlbla poai tion due to natural barriera . O.,.ral Pal 

boa aaawoed gonrnorabip or BuDu. lrnngai will bo domillatod by repro­

aentathe or Oenarala Pel ell4 Ll , ud the hull4ra4 torty t hou-d troop• 

Ia C~mton area will bo UHd tor datuae or nor th and weatarn innaion 

In K• •llltun&, u J'apuaae uow oontrol llenlcow cd railway troa llaAI<ow t o 

Yonnin(?) alld rrom lWI<iUC to Tehan. Cbinaae troop• ro..-rly alODC 

th1a llna in 'l'ebc area are bo111& J~~CWod '-r4 Caton. 'l'roopa - at 

Chnngaba will rOIIain tor detcaa ot \bat area. 

Peace r;roupa •-iatod wltb Wa118 are -tionad abon. Political 

&roupa in UoTer-t wbo adTOcata t1&bt111& to tiniah are: (l) n_.,. 

Acadalll)' &roi.IP, 1nclu4111& Cbiac' a on troopa; (I) ltwallc•i &roi.IP Ullller 

~nerala Li and Pal; (:5) O._..lat group 11114.., Cbu 'fob; ( I ) llizod 

croup, 1nclu4111& '1'. v, Sooac oa4 otbe'a. Seal-poll tical or procraaei!• 

groupe coq~riMI (l) liao JUa 'l'oac; (I) c 'nl aUo party; (S) People • 

?rent; ( 4) KWangal &l'OI.IP· .uo\bor 1a lulr:laa poup, 1ncload111C IJI&OD8 

t llen all4 tllll-a. AU ~ naept ••• • are ... iaat poe••· ~· 

Kan aaya Obiu.g'a ruture polloJ l a ooaU....S real•- wllila 1011& • 

POlitical tuture nata on p•oe ta~bl• to J'QBil• 

l 

Regraded Uclassified



234 
TREASURY DEPARTMENT 

IHTD OI'I"'C& COMMUNtCATtON 

.... l ovtlilbat 4, 19)8 

llr. OlipMnt. 

For TOfi1Z 1Dt-t.101U 

OD Oot.ober 22 tM Bureau ~ lllt.G'IIIIl ~ retern4 tM 

-or 11l.liaa rax t.o the De~~ J>ut1oe, ;rec~-rl:Uli•ICI tMt. 

tile tfnited Stat.N Att.onlq tor the Soutbem D1at.r1ot. ~ I• Yorll: 'be 

authorised &114 directed t.o oo.Miloe a cr1JdDal FOeeollt.ioD ~ Fox t«r· 

~ at.t.e.pt.i.Dc t.o nade hie iii4J:ri411&1 iao_. t.u tor the 7MZ 

1930, joia1.11g Harbert. ~tat.eia u a aidar u4 a'bet.t.or. 

UDder date ~ Ootobtrr 31, Z•t.ioe &Mreeeed a 1at.t.ar t.o the 

eo-tset-r ad'f'iai.Dc tMt. 1.t. had reecbed tM oonchaeioD tllat 1.t. wwl4 

Aot l.D8t.it.ote 01'1•1Ml pr oo .. cl1Dp 'beoau8a thara ae aot a reuonabl.e 

cbuee or coo'ri.ot1oD. 
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TREASURY DEPARTMENT 
~35 

INTU OI'PIC& COMMUNICATION 

.. :lo~r •· 1ne. 

Rudolph lhll'pee oal.led .. thie .oft.lJI& to 'ftl'll •• 

ae a tria ot tlw 'l'Ne.Rr71 aptut the Streu plu ot 

tiiUillOillc Souillc Alltllori t1••· '1'IM poiat whioh boo part1011larl7 

eapbaaise4 fte tboo OJM 'Cioh JOU 1la4e 1a tha l.ut part ot J'OUI' 

propoee4 auer to tboo PNe14eat. :a. telt that u WO'IIlll 'be 

Tet'J Ulltort1111at• tor the Oon~t it tbooa• eeourtu .. wre 

d.1etdbute4 pr1ftt• 17• I thaabd h1a tor hie iatereet .a4 

told h1a that w too wre nrr ooplaat ot tboo llucen 

1aTOlTe4 1a tha plu, aD4 tbat .. IleA •- to aboat tlw 

- OODOlUioaa. I thillll: that J'OU would be 1ater .. te4 

1a II:Dow1114 that ha t•lt tllat the tu:-ueaptioa teature, 

'111111• iaportut, wu rM.l.l:f ot eeoOD4at'T tiQIOn- u 

ooapere4 to tboo othar 41tt1oult1N 'Ciollwoulll etta tboo 

propoeed Mtholl ot tiA&II'IiJII• 
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IIJIJ'r: 

L: 

IIJIJ'r: 

L: 

BILJr: 

L: 

HliJr: 

L: 

RMJr: 

L: 

bJr: 

L: 

811Jr: 

L: 

RIIJ'r: 

L: 

RIIJ'r : 

L: 

Lochhead speal!:1nl• .Ah - White .. 

Can rou hear • all righJf 

I can hear rou all richt. Jlr. Tarlor and lr. 
White are here. 

All r1ght. \ 

Also ll1ss Chauncey in case we need anrth:lal elae 
on notes. 

Ab - the overseas operator S87S Paul Reynaud 1s 
calling •· 

I see. 

And Jlr. Banes - ah - Jlr. Taylor can tell you wbat 
a Reynaud is. 

He seems to h ave a knowing glance. 

23S 

Well anyway, it 1 s coa:l.ng through and I've worked 
it out this way - could they let rou people listen, 
see? 

Right. 

And thm look, tor heavens sakes don't biccough. 

(Laughs) All right, we'll - (Laughs) Jlr. TB7lor 
sqs it's too earlT tor that. 

All right. 

All r:lght. Well then, we 'll stand by and wbt111 thq -

When I'm through talking to hbl I'll call rou tallows 

up. 

I see. All rilht• Well tha whtlll the nash co•• 
on we'll Just litt it ott md l1atlll aDd th8D baDC 
up again and wait to bear troa 10U· 

!bUk rou. 

o. 1:. 
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pJr: 

R: 

B.MJr: 

R: 

Bl&Jr: 

R: 

HliJr: 

R: 

RlUr: 

R: 

BliJr: 

R: 

BliJr: 

R: 

BJIJr: 

R: 

B.MJr: 

R: 

RIIJr: 

Archie 
Lochhead I 
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1135 p.a. 

Bello. I shall do noth1Dc 1D It' decree laws 
which micht Jeopardize our IDOSt ardent cooper ation. 
That ' s wha t I want ed t o tell you, llr, llorgenthau, 

I see. Well, ah - I'• very glad to hear that. 

And how 1s Ill' s . llorcentbau? 

Hello . 

Bow 1s Ill's . llorgentbau? 

She' s vecy well, thank you. 

I ' m glad to hear that . 

Well I hope you have great success. 

Thank you very m ch indeed. 

And ah - it I can be ot any assistance why, call 

on •· 
Thank you vecy mch indeed. 

Yes . 

Bow 1s the President? 

Be i s ve17 well. 

Fine. 

Yes. 

Well, thank you so m ch tor calling. 

Goodbye, s ir. 'rbanlc you nrr mob. 

Goodbye. 
1137 P••• 

Bello. 
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Operator: 

L: 

0: 

L: 

0: 

B.MJr: 

L: 

SJIJr: 

L: 

RIJr: 

L: 

Wf.Jr: 

L: 

B14Jr: 

L: 

BIJr: 

L: 

BlUr: 

L: 

- 3 -

Yes. 

The Secretary wants her to go into her own o!!ice. 

Right. 

Please. 

Hello. 

Yes, llr. Morgellthau. 

I apologize. (Laughs) 

Welli I was-Just want to remark that Mr. Taylor 
and lett a good !illb there ten ainutes aco 
tor that and I think the !ish was better than 

the !ox. 

'fell, that • s the da.medest call I eTer had. 

238 

Well, we sat here watching each other and waitinc \ 

!or what was going to come next and 1t didn't coae. '-

Well, you noticed I didn't otter 8J1Ything. 

Mo. Bo. As I say, I suppose maybe that's what he 
was feeling out tor, to see 1t you'd come acroas 

with something . 

Well, I didn't think it was up to me to say auyth mc. 

Well, I certainlY didn' t think so. But somehow or 

other it looked like an awtul aiss there soMwhere -

wbether he was expecting to say something tor lead 

or wbether he chuced hil mind, but to call and ask 

how you were and then lira . Morcenthau and how tbe 

President were - that's - that's a creat telephone 

call. 

(Lauchs) 

!hat - I think this 1s a prize ODe. 

(Laupa) 

(Lau,U) 
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Bonestq, so .. tbea this Job u tun. (Lauch1Jicq) 

Well, it1 a all rtcht. I - apparentq this one 
tbou&h, looks like ante-cU.-x - this call to ;.., 
(Laughs) 

Well, I don't know what he expected but - but 
certainq I didn ' t tall into the trap, 

llo. llo. .lppar - I don't know whether be was 
expecting you to COIII8 out lllld S87 aoaething and 
feeding him - it would appear that W87. I cm't 
see otherwise wiJ,y he'd b e call1Jic. 

Sure. It was a trap. 

Yd. - (Laughs) 

And he doesn't know a.eything - be was teying to 
do a little fishing. 

(Laughs) Well, (Laughs), evidently the bait 
wasn't sufficient . In tact, I didn ' t think he 
even bad a book on the line. 

He had a hook but no ba it . 

(Laughs) Well, -

It was the s1l.l.iest cal.l I ever listened to. 

.lh - it certainq - it certa1nl,y was. By the 
wa:y, Kr. Banes end Kr . Gaston have just in Just 
this aoaent. 

Did you get Rarey White? 

WQy, yes, Harry White i s here. llr. Taylor, Rarey 
White, Mr. Gaston and Jlr. Ranes. 

Well what do 7011 .Ue of it all? 

Well ab - the - Jlr. Gaston end Jlr, Henes onl7 Just 
caae' in this ao-t ao they d011 1t know about it. 

Well, let •e tal.k to Teylor a .mute please. 

All right. (Laugb1nll7) 
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Bello. 

Wayne, 70u spell tbat one out . 

Well I thil!lk 1t 1 s about like this - that -
you1il reaember that 70U bad various conversa­
tions with all - on the telephone with Auriol a nd 
ah - with - with one of the other beys. 

Yes. 

And that their predecessors, I aean those particular 
people that might apparentl7 take &h - oh - let'• 
S&:f - ah - · prestige ot their own out of their havinC 
talked to JOU on the telephone. 

I see . 

And . thi s man is just do 1ng the s8Jile thing. 

Maybe we ought to capitalize it and sell stock 
against it. 

Well, i t 's &h - I t hil!lk that that 1 s probab}Jr the 
only thing 7ou can put on i t . And that he called 
7ou up to t ell 70u that he was lo7al to the Tri­
partite. 

VIall, I 110unded perfectly fr i endly, didn' t 11' 

Yeah. 

What? 

Veey a~.ch. 

Well, it' s the silli est thing I ever heard. 

Well, the on4' I th1nil: he did want to give 
7ou a chance to S&:f &DYth1ng that 70u wanted to. 

Yeah. 

But I thinlt that the other th1JIC 1s not iapossible. 

Yeah. 

You see? 
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Operator a 
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1fell, we'll ••• tlbat tala next .,va 11. 

Ri&}lt. (Laupa) 

Be paid for tb.&t call. 

Yeah. (L&Ilgha) Well, tb.&t' 1 
well that's- the onea tb.&t 
wbJ we've paid for. 

(Lauab.1ncly > 
b.&n bean longer 

£41 

or course b.e utt call 1n the newspaper 11811 and Juat 
s&:f, •I had a call with tb.a Secret&l7 of the Treaau17. • 

Wb.o 1ll tell b.ia tb.at we were l07al to tb.e Tri-partite. 

Yes . 

And ab. - that mJght b 4! tb.e right answer to it . 

Yes. Well, the next thing we !mow he ' ll get 1n 
an aeroplane and !11 over here. 

Yeah. 

lll right. I'm awtull1 aorey to have spoiled :rour 
lunch but he spoiled If' also. 

Yeah. Well, we'll go b ack and see 'tlbat1s left of 
t hat t1sh. (Laughs) 

Archil 
Tell - - was/ there?- is the market up or down? 

(Sj)eak1ng to TIQ'lorl 
a/sll&ll volu.a.J 

't'8!T 

Tell hia it' s practicall1 up 

Practicall;r up a a.all volu.e. 

Well. It's a a:ood one. 

Right. Ah - · J'obbn;r and Herbert are here too. 
Do :you want - while we're h ere do :you want to 
talk to tb•? 

•ot unless th81 want to talk to ... 

·Yeah. o. lt. 

Ooodb;re. 

R1c)lt. 

Operator. 
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Dear B.UJ& 

I hope you will 'be b&YiDC 'bo~b a good ree~ u4 u 

enjoyable tiae ~bell next fn 4aye ca ~be fara. 1f111 

you forgiYI 117 iD~Crup~inc ~b- wUh ~11 llAI? !here 

1a ooneidcabll dieappoiA~aellt 1a ~· Deparant ewer 

your n~• of ~· fire~ dieoouracing ~be idea of a pro­

posal for periodic oonfercoee 'benec repreeeauU••• 

of the ~reuuriea of the Allciou Repu'blioe, IUid I wae 

uked ~o ••• wbnher fOil aig)a~ n" 'be willing ~o re-

oone1dc. 

I enoloee a oopy of a aeaorendua fro. Welle• whioh 

&1••• ~he 'baokground of hie ~hinttng. 

242 

I think ~here 18 eubeUDUal poee1'b111ty in ~~ 141&. 

lhile euob •••Unce would no~, •• yOil eay, 'be the aoet 

efteoti•• way of nego~ia~iAg epeoifio f1nano1al arraace­

aenh, I do ~hink ~hey aig)lt affard an oppor~Wlit)' for 

exeroiei:ag real 1Atl1111DOI 1a ~hi proper 41reoUca, ud 

ot orea~iag ~hi pereoaal aeeoo1at1oaa ea the ~11 of 

the Bcaora'bll 

Blllr)' xaraut~aaa, Jr. , 

lecetary of the ftll&l\aY • 

wllioll 
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wbiob policy oaa be built. 

The del.-Ucm aaile Oil the twenty-fo11rih, an4 u h 

the sbortne .. of the r.ain1q per1oc1 wh1oh auet be ay 

excuse for br1ngiq th1e up while you are a•y troa 1fallh­

i ngton. 

You probebly UlldereWolld tbat 1ll the eYct yOil wou14 

be w1ll1q to 0&1'ry far.r4 wUih tbll gceral 14•, tbll 

queeti on of the eu.ot eubetuoe a:a4 wor411lg of any propoaal 

put fo~d would be entirely for your deo1s1on. 

I would appreciate a line troa you to enable ae to 

report turtb.er. 

S1noerely yours, 

lnoloeure; 

Kaarandua of •OY•ber 4 
fr011 Kr. Welle• to 
Kr. J'e1B. 

Herbert J'eie, 
Adrteer on InterD&UOII&l 

looDoa1o Affaire. 

' ' 
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D~art ... , of ''•'• 

fD 01111& IIICaft.UY 

lA - Dr. Feh& 

244 

I aUll thilllt thie 1e deei:rable, bllt of oour .. wUb­

out the appronl of the Secretary of the 'rre .. ury 1t 

'I'OUld ae• to •• Yery difficult for our delep.tion to 

suggeet any reeolution euob ae t.bat which you b&Ye in 

mind. 'fOilld it not be worth while f or you to talk per­

sonally with the Secretary of the treaaury and trr 'o 

i mpreaa him with the feeling that while at an initial 

conference auoh ae th1e auggeete4 nothing TOr)' practical 

might be de.eloped and &Ten certain propoaala which were 

embarraeeing aight be brought up, nwertheleaa, euoh a 

conference would afford the beat poeaible opportunity 

of talking practical o~on eenee to our ne1gbbora on 

the continant with res-zd to aattere of financial polioy 

ae well ae ourrenoy probl•e, and that a 'better pppori\mity 

wi ll be afforded in thie -r than any othllr tbat oan now 

be thought of. l'\zrtheraare, the .. aeet1JI&e would reeult 

in a far greater 1dect1fioat1on between the .berioan iOY­

ernaente with res-zd t o ttnanoial probl•e than oO\lld 

otherwiee e:liet. 

s.w. 
U B'f: IJ 
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lonllber 1, liM 

ll7 dear llr. horetU'71 

!hie w111 aoknowledge reoe1pt of JODI' 
l etter of Ootober 84, 1838 {:rour referenoe lA), 

w1 th r .. peot to the poee1b111 the of cleYelop1JW 

periodic •et1nge w1 th repr .. entat1 ne of !Joeu­

uries and central banke of the Aaer1oan ltatee. 

Although I clo agree with :rou that oooper­

at1on among Treaeur1ee 1e deeirable, I haYe dcubte 

&8 ;o the for• whioh 8Uch cooperation ehould t.ke. 

Arter careful oone1deret1on of the 8usgNt1on :rou 

make in your letter, I aa of the opinion that 

periodic conterenoee are not, at thle t1 .. , ett1oa­

c1oue inetruaent8 tor aoh1eY1ng the 111J)roYe•nt of 

financial re l ationehipe. Cooperation i8 ao1t 

ettectiYe and praot1odle, it eee .. to ae, when 

it ie centered on epeoif1c proble .. , 1peclfio 

eituatione, and between 1pecific !reaeurie1. When 

auch proble&l ari1e we 1hall, of ccuree , be gla4 

to confer with the Trea1urie1 concerned. 

Sinoerel;r, 

(Signed) B. II>ROElft'HAU,JR. 

The Honorable 

The Secret&r7 of State. 
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IEPAR!IIBIIT or sun 
lrubi.DgtcD 

In repl;y refer to 
E1 

October 24, 1938 

111 dear Vr. SeCU'8tarT1 

We are giving prel.1ainar1 tb~t to the possibla 

field of uaetul. acticm at the BiBbtb Inwmaticmal Coo­

teren~ of American States, to be held at L1aa earqin 

De camber . 

It has beeo suggested that i t llisht sene a usefUl. 

purpose if arrangements could be ude for perioct1c meet­

ines of representatives of T'reUIU')' and central bmka 

of the Ameri can States. I have penned a prelim1nar:y 

draft of 11hat could be either just a resolution or an 

actual proj ect for an agreement 1n thi.a field . Do 

kindly ecnaidar i t and infoJ"'Il me as to w ether the 

Treasur;y would be di~ to favor aey initiative on 

the part of the Americ.n Delegation 1n bebalt ot this 

proposal 

The Honorlble 

Henry Vorgentbal, Jr., 

Secretary of the TrusurT• 
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prCf!DIIL' lllll, it •• ..._.... the ~ ~ can 

to Ulldertaial mT draf'tiDI I I !MenU • 

11r. P'eia 1a at. tbe diorpoul of the 'fnUVJ tor 

furt.her diacuaeian an the INbjeo\. 

Silloereq JOOif'O. 

(S~) Cordolllllall. 

EnoloiiiU'O 1 

Drat\. 

247 
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statee 

Alllerioan States arranp tar periodic -t.inp ot repr.-

sentativea tor the 1ntonaal diacu .. ian ot INI>jecta ot 

mutual interest, 111~ a Ti.w to 1aprov1ng all aspects 

ot tiNDOUl relationab1pe between the .-bar atatea. 

(2) Tbat such 118et.1nga be 'bel.d at least annually 

and wbenner problsos ot specUl and ~ate iaport&Dce 

ariae. 

(3) 'lbat tbe t1r8t -tine be belli 1n Yaabizli\OD 

248 
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Y 

_ ...... I ..... ,. 

tldii1Zlll a I 1-s.a ..-t" el ~ ~ e1 
Oc!Wt El' 2.4: 1938 {,_- ...,_ PIA), wltal I' 1 s ra .. 
* • !Uiiltt.t. el .......... ,.,.... , 1 .. 

~- fiL h I lea -.l I • :al .... el iM 

~Met-

&11' I • I de ..,_ wltll JW -- ...,....U. .... 
"--i• u ctaet 2 ... I ?raft ....-. .. '* u. r-
111d.eb .... ~ ., sld ..... After -ahl -
sf.daa\1• eL 1M .,.....UC. JW...,. 111 ,_. Jatar, I 

- fiL Ula aptnte ... pil'iad1a f;a I I -BOt, d 
tin tt.e, .rn-t- Swta u ttw ~ 1M ~ 

poo • ol n tel relaU. ..... Oeapwat.iGD 1a 

..t at1'eftlft -.l .. ..UMh'a, !.\ - \a •• 'IZIIc U 
in ..w..t • apaaU1a .. I 1 , apnGI1c eta.~, 

_. birt 1 apaaU1a h : 1-. ... ...., .. ct'­

llfS.-- lll:all, at I -· ... PM \a ..r ... with Ula 
,. 0 1na -C¥1'11¥11. 

1bn a rsua. 

1M 

( ... ' ) a 

hIs utos1 eL...._ 

I alJ', 

B .... Ii.WJ1 JR. 
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1.\Y dear llr. Secretary ' 

IIOY-.ber 11 19)8. 

This will acknowledge receipt of your letter of 
October 24, 19)8 (Tour reference BA), with respect to 
the possibU1ties o! deYaloping periodic Metinp with 
rapresentatiYes ot Treasuries and central banks of the 
American states. 

Alth01l81> I do *~~"" with you that cooperation 8Clll8 
Treasuries is desirable, I haYe doubts as to the fona 
which such cooperation ahoul.d take. After carel'lll coo­
sideration of the suggestion TOU aake in your letter, I 
sm of the opinion that periodic conferences are not, at 
t.'U.s time, efficacious instrument& for achievin& the im­
provement of financial relationships. Cooperation is 
most effective and practicable, it seems to me, when it 
is centered on apec1t1c probleou, specitic situations, 
and between 'specitic Treasuriee. When 1111ch probl_. 
arise we shall, of course, be gled to confer with the 
'l'reaauriea concerned. 

Sincerely, 

(signed) H. I!ORGENTIIAU, JR. 

The Honorable, 

The Secretary of Stete. 
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In reply refer to 
SA 

eow 

DBPAR!Dft OP STATE 
Washmcton 

October 24, 1938 

~ dear Mr. Secretary: 

We are giving prelilllinary thought to the possible 
• 

field or useful action at the Eighth Int ernational Con­

ference or American States, to be held at Lima early 1n 

Decelllber. 

251 

It has been suggested that it might serve a useful 

purpose it a rrange-nts could be !llllde for peri odi c meet ­

ings or representatives or Treasury and central banks 

of the Ameri can St ates . I have penned a preliminary 

draft or what could be either Just a r esoluti on or an 

actual proJect for an a greement in t his field. Do 
.. 

kindly consider i t and inform me as t o whether the 

Treasury would be disposed to favor any initiative on 

the par t or t he American Delegation 1D behalf or t his 

The Honorable 

Banry IOrcenthau, Jr., 

Secretary or the Treasury. 

proposal 
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propo•al ...s, 1t 110• ~ ._ 11'•111117 w0Ql4 euo 

t o undertake .., clnfttac ... ~~ .. tl. 
11r. P'e11 11 at tbo 41apolal ot tbo !1'01111117 tor 

turther d 1scu111oll ao tbe sub loot. 

81Dcerol1 yours, 

(Stcnod) Cordell Bull 

Enclosure a 

Draft. 

252 ° 
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DRAFT RBSOLOTI<BI <BI TRBASIJm COOPERATION. 

The Eishth Internati onal Conference or Ameri can 

Statu 

(l) That the Treasuri es and Central Banks or the 

American States arrange for periodi c meetings or repr e­

sentatives ror the informal discussion or subjects or 

IDilt ual interest, wi th a view t o improving al.l a spects 

or financial relationships between the member states . 

(2) That such 1118et1ngs be held at least annual.l:r 

and whenever proble.s of spec1a1 and tm.ediate importance 

arise. 

(J) That the first meettnc be held in Washington 

not later than lune 1, 19J9 . 
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FEDI:ItAL RESI:ItVE BANK 

oF N•wYOAK 

255 
c-. 

The offering of t2S ,000,000 .lrpntiDe Repabllc 4 l/2 p.r cnt aiDI<1JI& ta114 

bold• ot 1948 ne the one ahabla piea. of ope~ut fiJiulciq thia wek. four oor­

portte luuel 1 totllin& about $17 ,,oo,ooo, were aolcl prl'fttel.J to illlanlla. co.p&Di .. , 

aJ11 there waea~ otfariqf of about t l,OOO,ooo of atoolc 1D "-rlCIJI 1:zport LiMa, to 

tlJIIDce 1 ill part 1 &II airplane aerrtce to the · lecl1 terr&~~~&~~. 

!be .lrgentillAI bon4a, auppoMdl.J rltbdrawu INa 1&1e l7T t.be .lrpntiDe Tre&.­

lll7 lut l uguat beoauae the prioe wu thought too low, "re priced at ~ l/2, onl.J 

bolt a poillt bJ.Per t.b&D waa expected ill .t.uguat. the net price to .lrpntiDe 11 

'121/2. At 9' 1/2 the )'ielcl to •tll1'1t7 1e about ,.oe per cent, practic&ll.J the -

Jield u on the outatancl1qf 4a ot 19'72. '!'he a1nldn& tund1 110reo•ar, 11 arranp4 to 

l'ltlre the entire iiiiUI l!r •turiq., ao that the e•arap •turit7 1a coDiiderabl.J 

Wider 10 reara, Rated .t. br llood.T'•• the ieaue ie t bl tiret new oapit&l houorluc 1111 
IJUJ u.rket by • foret.cn gonrDMnt, other t.b&n Canada, eince 19)0. '!'be reception o:_'-. 

tho laaue le etlll eo•wbat uncertaiDJ a aubltt&Dti&l &IOOUDt ot 1t ia belie'l'ed to ba.,. 

lie•• told, but the urtet 11 quotiq i t at a dlacount of about ball a poillt. !hie ~ 

lie a juet1t1cat1on of tbe libltr&l teru of the iiiiUI 1 whioh .... d quite ltlep tor 

• eou~~tr,. with the recent clebt record of the .lrpntiDe, or it 11q be that the ieiiUI 

ne not aet up ill a ft7 to dariTe the 110a t benefit hooa thia debt record ancl tro. the 

prortatone or retireMnt onr the period of the lou. It oeDJ>Ot be l&id , boweTer1 

U.t thb iuue ottera conTillciJic ertdence of the receptivitr of the aarket to toreip 

lwll. 

The proepeotiTe dearth of large corporate publlo otterl.nge wal a.-what re­

Un-.1 reaterclq br the plaoiq 1n reciatration of aDOtber t2S , )00,000 ot 3 1./7$ oon­

'"rUble debenturea (•turin& 1D 19,8) of the c-""&ltb ldieon 0~, tor retalld­

lllg, The C011paey allo recieteHC! tJ4,0001000 additional 3 l/:1$ tiret 110rtgap honda of 

1968 tor printe ea1e to insurance ca.paniaa, pert1.J tor new capital. It ia reported 

t.bot thue bonds are goiq to .. .,.n lari• ~ co.paniea at a price of 104. Plana 

tor OtTorel other corporate tlotatiou are l&id to be nearini coaplltion, ancl t.be cl.­

eaod tor both public and prhate i-• .,nu-a -bated. 

llunioip&l bond awardl thia "et &IIOUDtecl t o about tu,ooo,ooo. 

Your a t&i thtlall.J, -. 
• , G 2 t 

1:. 
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F'EDIEitAL RIESIEitVIE BANK 

CONFID!21TIAL 

/ 

Dear llr· Seeret&eyt 

OP' NawYoRK 

There i s m cloeed a copy of tlw uiN&l weekl7 r.port 

of Open llarltet Oper&tiODB and IIODey ll&rket Condi tiODS for tbe 

period tro• October 27 , 19l58 to No••ber 2, 19118 inclusive . 

Yours ta1tb.tllll7, 

llonorable 11enr7 llorc• tbau, Jr. , 
Socretaey of the Tr....arJ, 
Waab.inaton, Do C. 

OJVllJJ 
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REPc:fl'l' OF (!'EN IURKKT Cl>IR.t.TION!I AND UONIY MAIIDr CONDI'l'ICIIS 

FOR m& WIEK ENDID NllVm-tlliR 2, 19 38 

PREP .lRED B'i FIDIIUL RISE:Rv:S BANK llF NltW YOIIC 

257 

:sxcesa reserves or the Central Reaene Ne" York City- banks declined duz-. 

In& the paat week to $1, 6311 ,000,000, or $65 ,000,000 below'the record hi&h reached 

1 10ek ago . Actual reserve balances ot the New York b'!nkll receded t82,000,000 dur· 

I.e& the week ended November 2 , but part ot this loea was ottaet by a reduction in 

:uervo requ.l.remonta coincident with a largo decline in deposita . 

A sizable outward movoment of comuercial and rinancial tunds trom Now 

York to other parte or the country t ogether with a 8lllllll decline in out· 01'· town 

book balances in New York accounted tor a large pert of the $82,000,000 reduction 

!J> reserna during the put week. There !Ills elao a considerable abeorption or \ 

N .. York money market tunda as tha result or the certification by the Reserve 

!lol1l: or a check tor $45,000 ,000 drawn by a New York City bank aa&inat ita reserve 

~lance . This transaction repnaontod the segregation, in tha trust dopertment 

ot the No• York City bank , ot tho procoode ot a rocont noW security taauo 11bich 

are being held pending their uao in redeeming a called bond i asue or the borrowing 

corporation . A net withdrawel ot currency trom the Re serve Bank also caused aooe 

loas to roaervea . The canbined ettect ot these losses or tunds waa only pertielly 

otraet by gains or tunda throu&)l foreign account operations , payments tor Treasury 

eequisitiona of gold , and other Treasury diaburaemonte , chiefly tor tho net redemp· 

t!oo or 'l'roasury billa hold 1n thie narkot . 

Inasmuch as reserve balances or mombsr banks outaido Now York roao 

$28,000,000 during tho paet week Wbilo tho Nsw York banke lost $82,000,000 or ro-

•onos, roaorvo balances or all cambor banks 1n t ho country doelinod $54,000,000 . 

Thoro 11110 a sli&)lt tncrcuo 1n tho ...,unt of reqUired reaon os ot all IIICIDI>or banks 

(eontreetod with tho reduction t or Now York banks alono) , and conaequentl7 excess 

resenea ot all member banke declined $60, 000 ,000 during the paet week to 

83,230,000,000. The chief tactora ot decline in member bank reaen ea were a 

$52,000,000 increase in money 1n circula tion and a rise ot $51,000 ,000 i n noD-

•ecbar deposits and other J'ellelel Rosene account s (including the aboYs ID8Dtioned 

$~,000,000 csrtitied check drawn agatnat the reaene balance or a New York City 

bW:) . Only pertially ot t aetting ga i:da r aeulted tran a turthar rise ot 110,000 ,000 

1:o the !!Dld stock and other Treasury diabur-ta aoount 1ng to $84,000,000. (Trees· 

ury deposita with the Rasen e Banke declined ta,ooo,ooo during the pest -k, and 

thoro • aa a reduction of tl-6, 000,000 1n "l'raeaury Cuh" due to tranetere trCID the 

'"""re.l tund or the TreaatU7 to the gol4 certificate tund or tho Rooeno Banks, 

~eb e:rceodod by that ~ tho Treaaul'J' . acquiaitiOU or gol4.) 
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I 

FOr the weok endin& No1'eber 9 , coaea ruen ea ot all II*Dber banlca may 

ab4f eome rurther alight reduction ch1et l7 u a reault ot aeaeonal ~onaion in the 

.. 1- or money in circulation. Treaaury traneactiona are indicated ae not likely 

to !Ia .. IIr/ material etteet on .-bar benlc reeenea , u ord1naf7 d iabura-nte ere 

GPO•Ud to be abOUt ottaet by eocial aecurtty and railroad retirs.nt quarter>-7 

IU receipts . It turther cartitication ot checka apinat reaer,.. balancea ot Nn 

york City banks abould occur durina the week, the reduction i n -a reaarna 

fOilld be l arger. 

central Reserve New York City 
b&W 

'ledne!day S.r1ae 
(In millions ot 4ollare) 

~ 193'1 
H1sh !!!a!! .@!. 

910 4.:1 
2 ,190 700 

1938 

1, 700 4.10 
~.280 1 , 270 

Oct . 26 , ~. 2, 
1938 1936 

1, 700 
~.280 

Yields on Treasury securities held relatively steady dur11l8 the peat week. 

The llovernber 2 isaue or 91 day Treasury billa waa awarded at an average rate ot 
0.02'1 per cent, aa against 0 , 026 par cent on the iaaue sold in t he prnioua -k. 

'ibe •• •rage yield on 3 to 5 year Treasury notea continued at 0 , 69 per cant, and the 
•••res• yield on Treasury bonds due or callable attor 8 yeara cloeed the week at 

2.28 per cent , collq)ared with 2 .27 per cont a w ale ago. some reduction, bowe1'8r, 
oceurrod in yields on domestic corporate bonda durill8 tho peat woolc; Moody's a,.erage 

fiel4 ono~aa i esues receded 0 .03 per cent to 3 , 11 per cent , ea compared with the low 

ot 3.07 per cent in January 1 193?, and t he Baa bond a1'erage yield decl1ned 0 .05 per 
cent to 5.2? per cant . Yields on high grade municipal bonda declined to a level 

equaltn& the 1937 low. 

Securttz: Yields 12!• cwt) 

193'1 1938 Oct . 26 , Nov . 2, 

12:! !!!!!!. 12:! ~ 1936 1938 

U. s. Treasury notea 
13 t o 5 year caturUy) 1 . 13 1 . ?0 0 . 62 1.~ 0 . 69 0 .69 

U, s. Troasury bonda 
!due or callable 
erter 8 yeera) 2 .2,. 2 ,78 2. 25 2 . :12 2 .2? 2.28 

.laa COtpOrat1on bonda 3 .0? 3. 58 3 .11 3.34 3. U 3. 11 

Bae corporation bonde 4. .~ 6,08 5 .2? 6, 98 5. 38 5 ,27 

lll&h &reds lllWl1c1pal bonda 2 . 7:5 :5. 30 2 . 73 :5.09 8. ?6 2 .?3 

·~cord low yie.l4 on Tree8UJT bon4e 2. 12 in Dec...,.r, 19:16. 
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Trading activity in the @PVemment aeoi.U'ity market baa leeaened turther 

<tJtill& tho atatement week ended No...m>ar 2 ; prices or both Treasury notes end 

TrtaSUJ1 bonds dritted lower, Outright d-nd baa been lack in& u inetitutional 

ID•eatora cont inue reluctent to enter the market at current price l evels , while 

tba gonoral conditiono ex iatina in the money market bave tended to limit orrar~.naa . 

j ruaactiona bave been largely contined to tba execution or -ll orders, end to 

stltchiJlg oparationa carried on by doalere and by e taw ot tba laxpr COIDereial 

banlta in Now York end other cit lea , 

Prices ot TX'()a&Ury bonda oaaed l/:32 to 3/:32 on Wednesday, November 2, t he 

last cla;y ot the week , end generally closed tba welt W1 t h net loaaee ranaina trom 

1/~ to 5/32. Prices or the Treasury notes due Karch 15, .1939 and 1uno 15, 1939 de­

clined 2/32 and 3/:32 respectively, while the otbar iaauoa tended to be slightly· 

ualor , Pr i ces ot government guaranteed obligations also declined 1/:32 to 5/:32, 

Banka and dealers in Now York City wra awarded \he greater pert or t his 

' "k'• Issue of Treasury billa, but that'() was et!ll aome aueceaatul bidd!na by 

other bank and corporate bidders . 

l!aturity 

l 110nth 
2 mont hs 
3 • 

1936 
LOw 

0 .10 
0 , 10 
0 ,10 

Treasury Bill Merket Rates (per cent) 

Oct.ober 26, 

(mi 1937-38td~d) 1938 

!e Bid lik8d 

0 , 20 0 ,03 0,60 0 ,04 100 l/64 

0 . 20 0 .03 0 ,60 0,04 lOO l/64 
0 , 20 0 ,04 0 .70 0.04 100 

NB'ii S!CORl'lY ISSUES 

iNo ftlllber 2, 
1938 

0 .04 
0 . 04 
0 .04 

lOO l/64 
100 1/64 
100 

Corporat e t i naneing in the week ended Wednesday , November 2, consisted 

ct - ll bond !asuoa sold privately to insurance compon!ea by t he Washington Gas 

Ll&bt and Okon!te Companies and a small stock ottering. .Almost all ot tho tunds 

•are tor retund!ng , .m Thursday , Noveml>or 3,$25,000,000 4 1/2 per cellt sinking 

tund bonds or the Argentine Ropublio wore marketed at 15 l/2. The bondo are rated 

1 by Moody• a and are t he tirat now capit"l borroWing by a foreign government other 

t!:a.D Canedo in aanrol yeara . The yield on bon de held to maturity in 1948 is about 

5.oe per cent , aa against a yield to lll&turity ot about 5 .10 per coot on outetandtng 

1rgent!ne bonds due in 1972, The sinking tund, however, is aciUidulod to raUre all 

ct tbe current issue by maturity , 80 tbat tbe actual yield is indote:cninato ; 1t rnay 

be higher t han tho yield to maturity. The ottering, according to report, mat with 

"' uncertai n reception; the market quotation on FridaY morning, Nonmber 4, woe a 

4heount or ebout belt' a point below the issue price. 

On Thursday the Coamonwalth Edison Company plocod in registration a 

tb!rd block ot bonds end convertible debentures - $34, 000,000 ot the t'oll!ler t o be 

1014 to insurance companiea and $25 :!00 000 convertible debenture• to bo otrered 

to atockhcl dora . Several other prlvat~ aa1ea a re reported to ba'IO been or about 
10 ba completed , 
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IV 

1939 
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.lprll 
Moy 
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DCJmSI'IC COIIPCIIIn Ml) IIIIICIP& ... a:uRl'l'f I­

IU\IOa tor OYOr oao ~ ODl:t (ID 111l.liou or aouara) 

pomeettc Corponta },/ lblioipel J1 
N.. Re~ ... 1111~ 

C!Rital Uys l2bl CpUtl, ty :l21ll 

25~6 51.0 76, 6 17. 6 6,2 113.8 
32, 4 25. 6 ee.o 1ri, 7 3.3 1~.o 

1? .4. 13,2 :10,6 11. 2 3.1 l4.3 
10.4 7 ,3 17.7 11.7 1.0 12.7 

9 .9 1 , 2 11.1 9 , 3 1 ,7 11.0 
3, 4 22,4 2:1 ,8 10.3 5 ,6 15,9 

12.1 11,2 113. 3 21. 1 3 ,7 u.s 
3,8 15, 5 19, 3 10, 5 1,0 11,5 
7.8 6 ,.1 13, 9 19,? 0 ,9 20. 6 

39.2 29,8 69 .0 31,0 3.2 34. 2 
29.2 12~0 n.2 10,0 0,'7 10,7 
u.2 51,0 ?5. 2 12.5 2.4 14.9 
14.3 11,4 2:1.7 11,9 5.0 16.9 

0 37. 5 3?.!5 11.1 7 , 6 18, 7 

3. 1 47 ~0 150.1 20,7 ? , 9 28,6 

U .6 98~2 122.8 12.5 o .8 13. 3 

41.4 122,8 164.2 17.4 0 1?.4 
0 .4 10. 1 lO, CI 11. 4 0 11. 4 

Total Corporate 
lamioipal , ato. }' 

... ~~~~~ 01WI4 
OUital ty ~ 

u . 2 57,5 100, ? 
48.1 29.:1 ??,4 
1111.6 16,3 44.9 
M.o 8.4 32,4 

19.2 2.9 22,1 
13.7 28.6 42 ,3 
~.2 20.2 53,4 
1.4. 3 16 ,6 :10,9 
34,3 7,0 41 , 3 
70.2 ~.o 103, 2 
39 .2 12,? IU,9 
36,7 53,4 90.1 
26.2 16.4 48,6 

11. 1 45,1 !56.2 
23.8 54,9 78.7 
!YI .1 99 ,0 1:16.1 
t58 ,8 122.8 181,6 
u .s 10.1 21.9 

Y Q!larterl.y and JDOntbly ~te are c-roiel and Fillelloial Chroaic1a tigurea re­
claaaltied to eome exteDt u bet- new ~ital and ret'WI41n& end in -
ceeee inereeaed by tbe inc1uaion ot parts ot iuuae fticb tbe Cbrolliole 414 
!lOt cleeait')' u new tillallClll&o 

Y State, county, and local so••~•. special 41etricta, and u . s. Po .... at~na . 
Cbl'Onicla figures. 

'!!/ In e.d~ition to 8110unte abO& in ais praoedin& coliDla, figure• in tbaaa tbrea 
col111111.e ioc1u4a ieeuu of J'oint 8tock Llm4 Jlall)ta, federal IIcea Loan ~. 
&Dd Fedual llational llort .... uaooiation, &lob a re DOt prantee4 IIY t1111 
u. s. oon~t. 

Y "'k4r 4ata capUaol in tbe ~ Rr "• Bulk of ... York. Corporate tot ale 
&-rallJ cl.oeal7 IIPP~• -'1117 caa-tole totale, 'IIIB .-loipel ia­
~ &'1"aft811 aboUt ta,ooo,ooo ~II" ... tbU CIINillole tokla, bJ 
reaaon ot tba 1,_._.,. U.l•wtaa of 1- Ulll1er two,ooo, &lob are _,u, 
not ~n.a 111 tile ..u, a Sll'"• Regraded Uclassified
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sm. Opn lltrtc.t Aooow 

The total aaount ot S0'"1'1B8Dt HOur1tiaa 1n the ante Open lltrket 
~count at the oloaa ot the etateent -k en4a4 Nonaber a, l9:l8 , ,._1na4 un­
e!>all/!od rrom the pre'lioua ~ at $21 1164,01,,8150, 

'!'be only transaction 1n the syet• Open lilarlc.t Account during the eeak 

,.. the replee-nt ot maturiJic bUla ea tollowa: 

2Sl 

RadOl:l)tiOII !!epleeCDOnt Purchaeoa 1n tbo llat!<ot 

$U, ?OO, ooo-Tr,b1U. due 2/l/39 o 0 ,01~ d1ac, 
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s-ry or Open llt.J'Iclt £uthor1zat10De 01nn to 
r.a.reJ. lleHl'Te Bank or lilw Yor k 

by :bacutin ec-itt" ot '"-ral Open lilarkat Oclllll1tt .. 
azrd Q!!ftt10Da 1berelm4er 

262 

Authority lleet1!!6 Septeomer 21 

{l ) TO replace maturing eeouritlee by puroheHe 
or like 01110\llltS Of Treaaury billa or 
Treaa\U'Y notee, proY14ed such purcbaaae oaD 

ba l!lllde without paying a premi\D ahoYe a 
oo-yield beaia. 

(2) 1'0 ll'Ake aucb other ab1fta (11hicb may be ac­
complished 11hen desirable through replao&­
lllOnt or maturing seouritios) aa may bo 
noeeaaary in the pr actical administration 
or the Account up to an aggregate at 
$200,000,000 or purchases and a like -.nt 
or sales or redempt1ona , prm 1ded t hat the 
total moount or honda bald in the AocOUilt 
bo not reduced below t ?OO, OOO ,OOO and that 
the total amount or honda in the Account 
having matur1tiea over five years be not 
inoroaaed over taoo,ooo,ooo. 

{3) TO pomit teq>Orary tluotuationa betweon 
weakly etatDent dates in the total 
Account by not moro than too ,OOO,OOO 11hen 
uocoasary in malc1!!g replacements or &hitta 
pursuant to above authorizations. 

(41 Opon apprqyel by a maJority or the llllllbers 
or the executive coaotttee to make such 
ether shirts or aucb purcbaaes or salea 
(whi ch would incl ude author ity to allow 
mat urities t o run ott without repla-t) 
as may be round to be dee1rebl.e within the 
l11o1te or the authortt:r granted to the 
exeeuti're COI!Dittee b)' the Federal Open 
llarket OClaD.ittee. 

t•J Illcl udoa purchaaea ot t10 ,2~,000, a:acuted 
Soptamber 24 and 26 , wbich replaced a 
ocrroapond1!!g .aunt at eal.ea wbich 'ftH 

executed Sept • ber 20 and included UDder 
authority (2 ) or the Sept~ar JJ5 ..tinS• 

P 7&, 285,ooo 

SeptBDiber 22-25 -10 ,250,000 
• 26 - 9 , 700 ,000 
• 27 + 862,000 
" 29 + 4,635 ,000 
• 30 to( - 1 , 500 ,000 

October 2 ( 
• 3-4 + 500,000 

0 

Regraded Uclassified



263 

' 
Jar Ao-' ot tilt !£!!epz m1 'l'!!!t!au &cso1N 

.PUrclla .. • ot t:!04 ,ooo - I a/4/1 !J" • ~ llmMla ot lii!B-A t• ._. or 
lhe D!ltrlot of Co1sb1a 'l'Mabc'a' a.tu.nt :J\1114 wn tilt ~ t-0\1- 111 

c«tl'lll"eDt eecurtu .. exeaut!cl 11114tr ~ mllor1aUOD t• 4el1Ytr7 4IIZ'iJIC tile 

otat....,t wale • 

DIOCIO: nell DCUI'l'IIB 
BJIU) lJI S18DI( 01'111 yapm ACO\g!f* 

.&lloua.t »eNp Rate Inoa~~e on liD 

Jetlc lllded B!l4 , .... .&mwal Buia 

IIOIIIllbtr :10, 1~ 12,1123,149,!500 l ,.,. 
1.~ 

;:,e,ae,1n 

5oYembor 7, ·1~ 2,883,149 ;!500 40 ,90~.~ 

• 6, 1935 . 2 ,283,1<&9,000 1 •• 3S, '191,864 

• •• 1936 2 • .:50,226. 8110 l .4lll' Sll,838,889 

• s, 1937 2,1126,189 ,8110 1.6~ 40,696,918 

l~ 

2,364,014,8110 1.~ :12,973,831 

• 2,564,014,8110 1..~ :12, 97s,a:u 
• 2,364,014,8110 ~ :12,947 .~90 

1,564,014,8110 l .llfllll' .. :12,947,~90 

"lreluetve or profit or lou on aal.ea of aeour1Uea '1111011 tor the year 1937 

IDOUDted to a net prot1t or tll,413,428 aDd tor 1938 to date to a net p:ootit or 

$8,275,898, 

.. h>tual rate oloae of bual.a!aa RO'f•ber 2, 1.938 - 1.~ • 

.I.P.l'IUtCIU'ICJl ( • ) OR DmDCIU'IIJf (-I Ill !UAStiRY ltCil'IS AND !RIWIORf BCIID8 

IIKLD lit SlB~ ADCCD'1' AS JWIIIIS.-m> BY 'DB Din'JIIIIIICI 

D'l'WUf MAliD1' PR.ICIB BID AND BO<X V llDI8 

u. s. Trtl.auJ7 IIOtaa 
o. s. 'bNeul'J' 8oD48 

!'otal. 

oat;Obtr 1&. l!!!l 

... 1,'109, 1116 
+18,i19.JI! 

.-,eaa,m 

RO'f~ 2. 1?!18 

otal,1581, 705 
• 18.482.406 
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Pit 1n 1 month 
, • 1-2 month• 
• " 2-3 .. 

'Mal Billa 

'J/1~9 
• 6/l5/S9 
• 9/l'J/39 
• 12/15/S9 
• ill 1940 
• • 19U 
• • 1~ 
• • 1943 

'Mal Note• 

19(0..43 

19U~ 
19U 
1~7 

1~5 
1944-46 
1~ 
194~7 
19t5 
1946-:;6 
1946-48 
19t6-49 
1947-52 
1948-51 
194.6 
1949- 52 
1949-53 
1950-52 
1951-M 
1951..:55 
1955-6() 
1~ 
1958-63 

'!Ota1Bao4a 

6lJI , lJIS 

85 , 1566 
85, 197 
70, '66 

102, 676 
3811 ,8110 
165,760 
168, 935 

99 , 715 

1 , 164,156!5 

10,897 
14,113 
156 ,385 
17 , 6'18 
u,aoe 
4!5 , 195 
88,4tl6 
41,443 
19,1110 
1!5,:5:U 
11:1, 9'11 
u,&n 

1 , 917 
M,liOI 
3 , 183 

31,404 
49 1 UI 
36,1118 
IW1 1'P3 
111,1911 
.S, 606 
113,6311 
114, 11110 

I , IM,CQ.I 

8 264 

• rrm ni8BUBO'Pic. cr ....... 

'llth1A 6 -the 

• 1 :rear 
• I ;reua 

• I to 15 :rear• 

ac.4a ~10 :rr•· 
• CI'IV 10 71'81 

btOD 
... Ten 
Jbila4to~1· 
Clnelud 
)11~ 

AU&Dta 
CIUOII&O 
Bt. Louie 
JUDDaapol1a 
..... on,. 
Jlal.lU 
SliD lftllo1aoo 

69!5, 689 

951 ,351 

1 ,81i0,096 

607 ,35'7 

I!S2,493 

474,099 

192, 971 
815,Ull 
222, 761 
257 , 919 
1J!O, ll21 
104,1588 
876, S99 
106,791 

156 ,915 
115, 149 

M ,2ea 
8018 , 697 

1 , 1564, 0115 

Bet C~~&DC•• 
J'l'GI 

Oat.86 , 1939 
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•• 
~· 

I 
r- I'-- lA. 

"" ~ r-. ,..... 
• 1 .... s 

~ 
1--

[\ u I I"" ' it' 
t" !l'euu17 8aDda ..... 

• 

r... 
llarniDa Bate on SJn• .Ao~ 

- 1,:011 • -~.. ... - . - ' - . 
• • . . . 

II " ~ """' '- ' 

. 

. 

. 
v - -. 

lv 1--
(,... - . -- _ ... 

t-' 
L,.. i\ j ~ "' ... 

\ 'treasury Botaa ~ .lf 
~ I"" 1\.--

I 
1936 1937 1938 

Aurage Yield 011 Ql.tetanding 'l'l'aaaury Notes and Bonde 1111d Average IBrniDa B&ta 011 
Holding a ot Oonrmnent Sacur1 t1oe 111 Syntm Open Mar kat Account 

(Average ot all 'l'raaaury Ballda due or oallable attar 8 yeare; average ot all 
'treasury Notae maturiDa t'1'CIII 3 to 5 years) 

~'l'IS CJI' BAIIDIIS J.C<ZPrANCE .&liD Bill. IWlD'1' CQIDITI!JIS 

Dealers• otteriD8 :re.tee on prJme baltkua aooeptancea ~iDed unoblln&e4 
cbalng tt e current nek aa tollowa: l-90 da7 lll&turitiu ?/16 per cent , 91-J.JIO da7 
talurlt las l/2 per oaot an4 JJU- 1.80 da7 •turitiea 9/16 ~r oent . 

AltboUS)l there waa a eligbt incre&M in New YOrk in the voluma ot ao­
ceptancce handled by dealera during the weo1c aa oomparod lrltb the paet tour woell:e , 
the mrkct continued qu1ot, Denlora 1 purchaaaa and aaloe war• about equal and at 
the close ot tho woall: OMregllto porttol1oe •ounted to opproxilll&toly 138,000, 

OPJIUil'I(JIS D1 B1lldll8 .t.OCIPI'ANCJB AND 0'11:!.111 BILlS 

'lbere ftre no t:re.naot1- in banll:era aooaptanoea reported at t ba J'ederal 
Raserva BanJc ot !law York. 'DI• ~- OODtinuaa to bol4 DO ~nio billa 1n 
pcrtrouo , 

\ 
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Archie 
Lochhead: , 

L: 

R. I! .Jr: 

L: 

!l.ll .Jr: 

L: 

L: 

B.U.Jr: 

L: 

R.!!.Jr: 

L: 

H.Jl .Jr: 

L: 

Fine morning • 

Saturday, 
Wovember 5, 1938, 
9 t23 A. K. 

I ' m the only one in here just yet. 

Go ahead; let me talk f ast, will you. 

Right , sir. 

Got a record on? 

I ' ve got the r ecord on. 

266 

All right. Now, ah - ah - l(r . Daladier himself 
just called and talked in French, and all I could 
get was "Row do you do?" And then be put Reynaud 
on, a nd the gist of the conversation was that 
they were making progress, and did I have con­
fidence in Cochran, and could they talk to Cochran? 

Right . ., 

And I said "Yes ." Now, I wish you' d get a call 
through to Cochran and tell him what happened, 
see? 

Yes. 

I don' t want to do it from here. 

Right. 

Now, the other thing, if you and Kiss Spangler 
could -,ork this out, I have arranged with the 
OVerseas Telephone Company that any call comes 
in here should be tied into District 2626 . 

Yes . 
And - and you tell . ber . I ' m through - you better 
work this out with Li eutenant Kcltay, that from 
one o'clock today, until nine o ' clock Uonday morn­
ing, I want a man on duty at rq of fic e continuoualy. 

Yes . 
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a.•J.Jr: 

L: 

JU!.Jr: 

L: 

ll.'l. Jr: 

L: 

!I. :I. Jr: 

L: 

H.U.Jr: 

L: 

l!. ti .Jr: 

L: 

B. J .Jr :· 

L: 

:i.U.Jr: 

L: 

K. I! .Jr: 

L: 

H.M.Jr: 

L: 

B.N.Jr: 

- 2 -

So that if a eul eomes in they ean tie it 1n 
and make a reeord of it. 

Fine; I'll do that. 

See? 

267 

Yes . I ' ll eheek with both UiSS Spangler and - ah­
Lieutenant J.lcKay on that. 

One o •elock today •• •. 

Froi:J. one o'clock today till nine o'cloek Konday 
morning . 

And somebody will have to be there to change 
those records, you see? 

Yes, well I 'll t ake - we will fix that up with 
your office. 

Will you? 

Yes . All right. Well , now then I ' ll get through 
to Cochran and tell hirn that he may be approached . 

That ' s - that's it; that Daladier and the other 
fellow called me • • . • 

Right. 

•• • and was it all right to talk to •• • • . 

Yes . 

.... him, and I said •Yes . • 

And that all they said t here - did - did •..•• 

They•re making progr ess . 

They are making progress? 

Yeah. 
And then Paul Reynaud himself was in on this? 

Reynaud. 
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L: 

H.!.I.Jr: 

L: 

a. :&.Jr: 

L: 

H.ll .Jr: 

L: 

H. ·J.Jr: 

L: 

H.U.Jr: 

L: 

H.LI.Jr: 

L: 

H.Y.Jr: 

L: 

R. LI .Jr: 

L: 

H.K.Jr: 

- 3 -

Reynaud, r a t her . Well, tbat •s interest- • • •• 

They both got on the phone . 

I see. 

Now the ot her thing, wi ll you call Cochran •• •• 

Yes . 

2S8 

• •• aDd tell him that 'I expect to leaYe here , at, - ah -
twelve• thirty today to go up to be with t he 
President, and I 1ll be out for several hours . 

I see . This a1'ternoon you ' ll be out for sever al 
hours . 

I won't be back until !our . 

Not till four? 

Yeah. 

All r ight, sir . 

But you can tell - tell this to Hanes, White , and -
and - ah - and Taylor . 

Hanes, White, Taylor; right. 

And I explained to Taylor; I called him up and 
explained to him what - that Bonnet was a - first 
I put i t this way, that Bonnet was a per sonal 
repr esentative of' Daladier , and was over her e Wit h 
the President, talked to the President and GYSel! 
and he took ·back a memorandum !rom Oliphant. 

I see. 

That the State Department did not know an;yt hing 
about it, and t his was the business of' t he President 
of' t he unit ed St a tes . 

I see. Well that - tbat makes - then we can t ie 
in; !rom now on we can tie things i n 1n t he r ecular 
way. 

That'• right . 
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All right, sir. There 1 s DOthilli - there 1 s DOthilli 
ot news 1n the rates or &Jl1th11li this 1110rni118; every­
thill8 is coming in the same. 

Well, a l l right . 

All right, sir . 

Thank you. 

Goodbye . 
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Operator: 
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Lochhead: 
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Lochhead: 

C: 

Hello. 

Saturday, 
Jloveaber 5, 
9:44 A. K. 

He'll be right on, Mr . Lochhead . 

Thank you. 

Go ahead, please. 

Hello. 

Bello, llerle. 

What? 

This is Archie . 

Oh, hello, Archie. How ar e you? 

270 
1938, 

( 

Fine. Ah, Uerle, ! 1 m calling you at the request 
of th~ Secretary, to let you know that he had a -
a telephone call . 

He had a what? 

He had a t elephone call. 

Yes. 

About hall' an hour ago. 

Yes . 

From Daladier. 

From •••• ? 

From the - ah - Daladier . 

Yes . 
Ah - the com- - ah - Daladier spoke IIOStly in 
French, ar¥1 the only thin& the SecretarY got was 

"Good !llornin&·" 

Yes . 
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But he di d bave wi th him - ab - Reynaud. 

Reynaud. 
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Paul Reynaud - was with Daladler when they - they 
called the Secretary. 

I see. 

Ah- t hey are apparently interested • • • • 

They what? 

They are interested 

Yes . 

And the thing t h_ey asked, was , that U they had 
anything to communicate - ah - or had to work 
through anybody over on their side, would it be 
all right to work - communicate with you. 

I see . 

The Secretary told them "Yes . " That it would be 
all right, if they had anything that they wanted 
to communicate, they could do it through you. 

I see. 

So, therefore, I wanted to not ifY you 1n case 
anything comes up that you know that the Sec.r etary 
has t a lked to them and given them permission to 
contact you, if necessary. 

I see . I ' m - I ' m awfully glad you telephoned, 
because, yester day when - ah - the men called ae, 
you know, eb, about possibly putting a call in 
for you. 

Yes . 

Ah, I mean, call for the Secretary . 

Yes . 
They wanted me to come there, to see Powell at 
twelv e o ' clock today . 

Yes . 
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•••• wanted me to be able to tell where I could 
find the Secretary. 

Yes . 

Now when, ah, this thing came up - I mean when I 
phoned you ani found out t hey al.- - bad already 
talked • • ••• 

Yes. 

Then I found out that - ah - the messenger was 
going to see him this noon. 

Yes. 

To go to that meeting, you see. 

Yes . 

And, ah, then, ah, the man I talked to first, called 
me back at twelve-thirty and said they had expected 
me, but I didn' t want to go in before Powell bad 
this message, you see. 

Yes , well now, the message is there; as they 
discussed this in general terms, to say that ev- -
t hey tre interested. 

Yes . 

And so, they've asked - have asked if they can't 
communicate through you. 

Yes . 

And so the Secretary said "Yes, n so the channels 
are all set now. 

They 'asked - he asked a.e at twelve-thirty to - to 
come to see thea at six-thirty tonight. 

I see. 
And I don' t know whether that was before or after 
he had talked with - with you people. 

Well , if it was twelve - if it was twelve-thirty, 
ah, your time, ah, it alight have been Just after 
they spoke, because, ah, the Sec- - well DO, it' s 
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just a guess whether he did or not, of course . 

Yes . Well , anyway, that ' s it . 
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But it ' s all right to go and see him now, you see . 

What time is it with you nof/? Is it five or six 
hours difference? 

Six - ah five hours; you see, ah~ there's no day­
light saving, you see; it' s a five-hour time; it's -
it ' s - it 1s now a quarter of ten o ' clock here . 

Well , t he messenger phoned me just about that same 
U me. 

Yes . 

But had no word from them yet. The .idea was to call 
me in if they did talk by telephone . 

I see. 
do. 

Well , that ' s probably what they're goiDg to 

Well, I don ' t know, now that they 've talked this 
once. 

Well , the only thing they called, was, ah - just 
simply, I think, to let him know that t hey got the 
message and they•re interested, you see . 

That's as far as it went. 

And also to assure themselves that t hey could com­
municate through you . 

I see . 

In other words , the setting is made in case they 
want to do anything. 

I see. 

Now, ah, the secretary will be up on the farm, 
still . 

Yes. 

' 
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Ah, incidentall:y, between tlfelve-th1rt:y, our t iae, 
and, ah, say about six o'clock, or seven, he will 
be with the President, so, ah, :you can't get in 
touch with him durin& those hours. 

Cannot get in touch. 

No, not between twelve-thirt:y and, sa:y, six, our 
time. 

Uh huh. 

But otherwise, if :you have anything, you can call 
and don•t hesitate, if :you want to call, to ·call 
up to - up at the farm, because that•s where he 'll 
be . 

Well, I ' ll - I'm to see this man at six-th1rt:y, 
unless I hear something different. 

Yes . 

That would be a pretty close connection; you see, 
that would be seven when I got out. 

Well, t~t, as I sa:y, you wouldn' t be able to get 
in touch with the Secr etary, ah, for the - ah - for 
that time; I mean, t here will be a blank spot in 
there. 

Ah - I say, t hat would be too late, wouldn' t it? 

That would be too late, yes. 

Yeah. well, I ' ll call later 1n the night then. 

I would say so, because, ah, I wouldn't say that 
they'd try to get h1m much before six o'clock, 
because he told me he - about twelve-thirty, he ' d 
be away about tour or five hours . 

I see; I see. Prom twelve-thirty to six or seven. 

Yes. 

I see . 

That's our tille, of course. 
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Yes, yes. 

So that's the way the th11l8 stands - where it ia; 
I don't believe there's anyth11l8 tor us to do 
here but to stand by. 

Yes. 

And wait to find out what the developments are 
there and what they III&Y ask us. 

Ah, was the messenger with them when they spoke? 

Ah, ah - there was no mention made or him. 

I see. 

That is , the Secretary made no mention to me -
with just those two gentlemen. 

With just the two; and which one spoke? 

Well, ah - the fix·st one, ah, started the conversa­
tion, . .. . 

Yeah. 

• • • but, ah, he appar ently, ah, didn't have any 
great command or English and the only thing the 
Secretary could get was the gr eetill8· 

Oh. 

And t hen the second 118n came on and apparently he 
was the one t hat did the t alking, in Eng.llsh. 

And be seemed inter ested. 

Yes, that was the interesting part; he was with him; 
you see, they were both together • • • •• 

ah • • •. 

.... and, ah, ••• when the call came tbrough. 

I see; I see. Well, I ' ll - I'll stand by, and, ah, 
and ah, keep this a ppointment at siX-thirty• 

Yea. 
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And ah - then I ' m not going to wire - ah -
even through that unusual channel. 
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Bo . I tell you, I think you ' d better wait and 
report by phone, a.nd keep a record to be sent over 
by ma.il. 

Yes. Yes . I - I think that ' s it; I - I won•t 
send any cable until I ' Ya , to14_the Secr etary the 
substance of it . 

That ' s right . And t hen the - unless he asks you 
to confirm by cabl e , I think you better just 
send over by mail. 

Well , yes . All Dight. Well, I ' ll - I ' ll be right 
here, and unless someth1.ng comes up I •11 go to the 
six-thirty appointme?t· 

That's right . 

And t hen I would report l ate at night. 

That ' s right . 

Then ••• . 

All right, then. Well, now that's a six-thirty 
meeting that you•ve been called for already? 

Yes, yes . 

All right, then. Well , I ' ll let the Secretary 
know when I speak to him on that . 

All right, fine . 

All right, Cochran. 

And -

Yes? 

Thanks a lot . 

How' s that? 

Ah, look - •• 

Ahh _ no - no hurry; I •d better not ask you. 
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Lochhead: (Laughs) I see. 

C: All right . 

LoChhead: All right then. 

c: Goodbye. 

Lochhead: Goodbye. 

, 
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Go ah .. 4 . 

Hello. · 

Hello. 

Yes, rr. Uorgenthau. 

How 1s the oarket tod~f 
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JfoYember 5, 1038. 

12: 04 p.CI. 

• 

The markets are very qu1et . Tbe stock market i a 
practicallY unchanged, a shade up but Just 
rract1onal changes. 

Yea. 

Cocmod1ty l.rldex 1e ot t a tr~<ct1on . 05. 

Yee. 

Government bonds very qui et, and excbengea ver y 
quiet at 476 and 2/66tha and a 1/4. 

Yea. 

Uow, acting ·unM r your instructi ons I got hold 
or Cochran. 

Yes . 
And told them that be might be approached and told 
them or the conversation you had bad . 

Yea. 
He was glad to know that because be sa id that he had 
had an invitation to go over there et e1x-th1rty . 

Six-thirty today? 

That'e right. 

Yea . 
And he aa1d t hat be didn't know whether he ahould 
have gone or not, you aee, but now getting the 
aeasage he ' d go over . 

tea. 
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~e can't quite figure out ' - before they asked about elm 
seeing them this morning - but not having any in­
structions, he didn't go over -

!low, wait a cinute. Say t hat again. 

They had rpoken to h ie about seei ng them this corn­
ing. 

Vlho ' s they? 

The way I under stand on t hat, he got t hat message 
t hrough !:onet . 

YeE . 
0 

To go over and see, pr obPbly either,Dal ad1er or 
Paul Renot. 

'l.et:.Q. ?lease . 

Reno. 

Look up the spelli ng. 

So he didn ' t - he didn ' t go over at that time becauee 
they - then they pos t poned i t unti l half pest six. 
3~t he can ' t t ell quite J)iec1ng up the time whether 
thAt uos bef?re t hey hl'd spoken to you or after. 
Now, th~t ' e a l l he enid . ~~ hae nothlr~ f urther. 
That he ' s go ing to ~nit and then he ' s goi ng to r eport . 
I told him tha t you woul d b e out b!'tween twelve-thirty 
l'nd t or tho neYt four or five hours after th~t. 

That ' s right. 

So not to try and g!'t i n t ouch with you until after 

that time . 

Vlell , I •m not :snel1sh but I •m going to be Yflth my -
Pres i dent or the United States at that time. 

Well , I should t hink you'd be entitled to be eway from 
your desk ror rive hours. 

Whe t ? 

I say I think you woul~ be entitled to be away from 
your de sk ror rtve hours on e Saturday aft ernoon , 
('nd the other arrangement s ~eve all been oade about 

any calla cooing in. 
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Y~e. Well - because we 've got to ~~ke a record 
o f these thinge. 

Yes. Well, thP.t' s - tb"t ' s be1ng taken care or, 
the recoris will be ~Rde . 

R1eht. 

Ut. UcKay has been down her e and they ' ve checked 
up 1"1t.h !.:ie s Ch PU!"\CGY ae t.:l how everything should be 
oper a t ed. 

Yes . 

And they 're goi ng t.o have socebody down her e at. all 
t.tcee. 

~e~l W&te sure t.hough that ~h:lever they send 1s 
d1~;creet. 

Oh , yes . Yes . Aboo ~utely . They - t:r . !lcKe.y i s 
ta~1ng care of t het. 

Ri ght. Now, i c !1anee there? 

Yes , Lr . Renee 1s here, I ' ll put him right on . 

Good mor ning . 

!'elto, John . 

Y~t, sl.r. 

\ 

You've never been through one or these ~~ench crieie. 

Not yet . 

But - roe have t hem ~.bout four times e. yee.r . Now -
what I was running through my brain wee this. If 
this thing br eaks - well , what they E>atd this 111orning 
was tha t they'll want me to handle t he English 
end. - Hello . 

Yes. Yes , I get you. 

Wh1ch oeane that we 've got to ~dle it thr:lueb 
a .. le7 but I didn 't think, I sent word to 
a .. l_, beceuee that 1en't - thet pute h1e tail 
up and he ~ondere what 1t' a all about . 
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surt>. 

So, I think we'll Just h~ve t o sit tight, but I've 
~Pd this thought, it ~as running through ~ c1nd 
that if - I ' ve got my plane standing by- ' 

Yes . 

And if thio t hing brll,tJte end they -want a note wb,)· 
! ' U going to ask w~T~hese men to come up he~e. 

Yes . 

See? 

Yes • 

. ~~d - but ! wasn 't quite clear- I 
Oliphant gave Uonet a cer.oranduc. 
else give him one? Did Whi t e e;ive 

Yes, 11hi t e gave hi m one . 

What? 

know that 
Di d anybody 
hi e one? 

Whi t e gave hi m - three - he got t hree memorandums. 

Ri ght . ~ell I never - ! know he gave them, but I 
don't think I 've ever s een them. Is White thtre 
now? 

?e ' s her~ no~, yes. 

I e Bt>rnstein t here? 

Yes, he ' s her e too. 

~ell , this i e what I thought, t hat if tb1a t hing 
broke , I ' d have Lochhead and Wb1te come u~ here, 
and if Oliphant went£ to come, all right, if, not 
Bernetein. 

Yee. Yec. 

And I was gotns to ask - I didn ' t know whether you 
or Taylor wanted to come up or not . Use your own 
Judgment. 

~ell, we will. Either one of ue you want. 
delighted to come up if you want me. 

I ' d be 

Regraded Uclassified



U.:!J r : 

~ : 

~·Jr : 

" : 
;:::Jr : 

"':Jr : 

~ : 

":'Jr: 

~ : 

:: Jr: 

:: . 

:.-:Jr: 

"':Jr : 

282 
- 5 -

Well, are you going t o b e do~ in Virg1n1a t omorrow? 

I wa a, but ! don ' t have t o be , I can come -

We l l , t hat' e oll right. Ae long ae y?u lerve word. 

They :tno" "~ ere to get oe . 

- operator where you are. 

I onn get ln 1n f orty m1nutee . 

~ell , t hat ' e fast enough. I can 't get the pl~no 
do"n ther e 1n forty mi nutes . 

Well, i f - ! can leave there any t iQe a~d get here 
1n forty minutes, to -

'!'hls le t he y;e.y I. f eel . ':'hen Renot got on t he 
wlre hr sounde~ very enthu&1aEt1c - you see the 
f irst five mlnutee of t he t alk was 1n Fre~ch -
I couldn ' t ge t a thl ng out of 1t . 

Yes . 

And - except that he ' wae bclng plePeant . 

~es. 

-~~d then Renot got on and ho sounded ver y happy -
he must knOw rhat ' s going on and they want ed to 
know rhether 1t was ~ll right to talk to CochrPn . 

Yes . 

Of course , i f th i s t hi ng goee thr ough, 1t' e j ust 
too good t o beli eve , and 1f we t eke all t he - I 
th1~k the pressure ot t on both eterl1ng and the 
f r onc we ' d see some gol d go out of her e . 

Yes . 
And I ' ve thought it over and I want t o s t ay ~P her e 
eo that I can be near t he Pres ident and cont ac t him. 

Sure . 
so I t hink that - I ' ve thought lt over whether I 
ehould go down there and meet with t he group or aok 
t he group to come up her e , but on account of t he 
President b eing here I think - I' ve ~e 1ghed 1t all 
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and I think i t ' s a little more tc?ort~~t t~•t -
stay here. 

Yes, I do too . 

An~ be within forty mi nute£ or the Pree1~ent. 

Sure . 

I t hink so too . 

Don 't you think£?? 

I do ~~ink eo , yes . 

So ! think the thing to do 1s th~t - I told - r~ll, 
t hey know nor t hP t I' m solng out a t t welve-thirty, 

Yes. 

As a mat t er of fact I ' m l eaving a t sharp one-fifteen 
to meet t he President too . 

Yea. 

And I don't ex,ect t o get b~ck until fo~ or fiv e, 
and 1f anything hPp?en& , ••by re coul d - \'!hat I -
~hat nas running t hrough cy mind weE that I'd sek 
the 9eople maybe to come up on t~e midni ght. 

Yee . 

And bring Bewle7 

Yes. 

~1th you, you see? 

! mean so - that ' e what I wae thinking about, now -
but - t hat g ives you people aooe 1oee rhat I had 
ln mind. 

Sure . Well, we'll- you want me- now which do 
you want - you want Oliphant or Bernie 3ernete1n * 
~ell, I - I want Oli phant Rnd 1t ' e up to Oli phant 
whether be wants t o bring Bernstein with hie or not. 

Oh, all right -
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I imagi ne that be would. 

Lochhead, White, Oliphant, Berne~eln, Hanee 
and Sewley you want -

Who? 

Bewley di d you eay7 

~ell , tbat'e- if- th~t depends upon if they put 
it up to me to contact the English, then I' l l want 
3ewley. 

Yes . 

And I 'll want Teylor. 

Send Ta_ylor. 

You see, ! think t his iP one of the oort l~ortant 
things out s i de of Americe that ' s happened- well 
since the Uunich conference. 

Yee. 
put 

\ 
And 1f we oould/Fr~nce on lte feet, it would be Just -
just t oo good to bel ieve. 

Yes.. 7/ell, were t hey goi ng to call you back this 
a ft ernoon, I d i1n' t bear your convereation t~ie 
morn1ng1 

~ell they know. I t ake it t hat Archie told 
Cochran t hat ! will be out. 

Yee. 

Until four. Is that what Taylor - Ar~~ie told them? 

Wai t a minute . - Yes, he told them that you ' d be 
away until four-thirty. 

Well -

About four hours after twelve-thirty . 

I f we have a conference I can ' t set you f ellows 
up here tonight. UY thought was to get you up 
on the mi dnight - come up here in the corning, 
then ·~e'd talk 1t over. 

Yee. 
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See? 

Yes. 

trow, hae anybody got any bet ter i dea than that? 

Ae1de - (Have you go t any other t hough t s on 1t?) 
Aroh1e says there ' s no guarantee thgt we ' ll hear 
anything from Cochran, because they' r e not -
h~ven 't given h i m any 8& eurence thet the~ were 
goi ng to tell h1m anything. It' £ only i n t he 
event t hat he does get some lnformstlon t ha t we -
re' l l have to a ct, I ae rume . 

I - I U."'ders t end t het, ·but the point 1s that -
last n 1sht they cslle~ .me up - ::onnet celled ce 
up at t .. enty min•Jteo pP.st. one in the morning . 

Yes . 

At hie t i me , but he called me. 

Yr> s . 

And he hPd j us t l eft ~ l ong -

Yes . 

- confer ence "ith th~ Pr1mt' !lin1r t er . 

Yes. 
he 

:.n~/left tl".e ?r1;;;e ::inlet.cr very enthus13st1c. 

Yes . 

But 1t was t wenty clnut es paet one Paris t i me. 

Yee . 

No•r - e i ght o 1 clock here -

Yes . 

And eo my guess i s that I ' ll hear asai n, late 
t oni ght end then t he thing ~ill be ror us t o 
c&ybe h~ve e conference tooorrow P-t - they 're very 
definitely goin£ to ask c e t o handle t he Br1t1~h 
end. 

Yes . 

\ 
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And I'm glad to have a chance to s ee t he President, 
because I would much r ather work through t he Briti~h 
Embassy here than I would t hrough our own Embassy . 

Yee . 

Norc, maybe that ' s 1nd1ecreet to eay that , but that' s 
the way I feel, but I' m going to ask the President 
~hether he f eels that way, 

~es. 

See? 

Yes, I see. ~ell, now Henry, we'll - why don ' t we 
Jupt heve everybody th•t you cent!oned there nv~il­
able ~~d ready t~ t~ke t~e mt!nieht ton1ght if ~e 
all get t he ~ord. The operPt?r he r e will know - we' ll 
keep the operator pos ted as to our wher eabout s. 

Tl:t>t ' a r!!lht. 

And - so that they can round ue up in e short t i~e 
!'nd we can ell get up to !lew York tomorr:lw morning. 

Yes. And Bernltlln should cell up Oliphant Rnd 
tell him what ' s in the r.i nd. 

Yes , he will -

! don 1 t want to p•Jt Bewley on notice becsuFe I 
don't want h1c to get his ~1n1 u,. 

That's r1£bt. ~ell, we won ' t both~r h1m until we 
hePr later trom you. 

Yee, bec~use then he might cable right beck whet ' s 
F01ng on, 

Well, when you call the Tressury - I ase~e you ' ll 
call the Treasury and give the word he r e t o round 
ue up . 

That's right. 

But when you call the~ you '~ better 
leave word where t o ~et Berley. 

Any call thet I c~ke 1e goi ng to be 
Treaeur.y. 

r ecor ded i n the 
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Yes. 

An~ then if I get a call an~ t hey p~t up a 
definite proposition to me . 

Yes . 

That I've got to give a yes or no, then ! 'm goi ng 
to ask you tell?ws to come on up. 

All right . Fine . Well , I'll tell the operator 
here to get in touch ~1th everybody end find out 
where they ' re goine to be all this aft ernoon ar.d 
tonight. 

Whe re 18 'fayne? 

\1t>.yne ie down in V1r g1n1a. Isn't 1t -

:1o, I thought he went to a football e~<r.te. 

Walt e mlnutr - walt a mi nute - (ar1i? - ~here) 
He ' s et Balt1morp at the football seme. 

Vlcll, he ' ll be back by tonight . 

Yes . Walt a minute- Pe ' ll be bPok ebout eight 
o ' clock toni ght. 

Wel l , that ' s - eight o ' clock tonight. 

Yes. 

Wasn:t he in et all todes? 

Pe was her e until about half- past t en . 

Oh! ?.'hat? 

Pe was here up until about half-past ten, th1e 
morning. 

I see. Well, I don't see anything else, but to 
do 1t that was. 

All r1gnt, fine. 

I _ when I talked to ~onnet , he was very enthus1eet1e 
and he eeemed to think - but he said he - th~t he 
felt - thought he wee euoceeeful. 
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Yes . Re t hought he had been euecesef ul. 

Yes , def i ni t ely . 

Yes . Well , t ht> t looks like you ' ll bear eomething 
mor e then t~~Py , dur inF tbe course of the day , and 
we ' ll ha ve t o come toni~ht . 

:ow, what does ttnYbody knor. t hat I ebould know, 
that they could mention? 

Well, I - answering tor ::~Yeelf, I don 1 t think I 
lmor e.nything th"t you OU{'b t to 1-".now, that you 
don ' t already r~ow, Pnd the other~ ere eh2ki ng 
t~e ir heads, they don't eeec to think there ' e 
anytbL,g here or v~ry great 1ntereet. 

rypll, they mi~ht be interected- 1n ~.no~lng t hat 
Dr . ~e2rdsley•Rummell ~~£ here for five houre 
yesterday eftern~on. 

He waa there for five - ub? 

Beardsley Rummel l v•rs here for !:'bout f ive hours . 

YeE. 'larry White says you must be c>'!.l in . 

I am. Rwru:1ell told mf' wh"t lt1nC' of !:!e~1cine he 
to kes to £ i Ve hie pep. 

Yes (laughter) 

I told ~1c that I bad to taY.e 
to bol~ ~£elf dor.n. 

(laughter) ~ell, he ' s ~ bel l of enorgy all right, 
isn ' t he? 

well, we j ust - you ' ve never bet>n through one or 
these - they heppcn thr ee or four t1~es = year, 
but I hope t h i s 1s go ing to be t he laet one . 

\ 

~/ell, we ' 11 be ready. I'Te ' 11 be r eady, and i f you ' 11 
J ust call t he Tr epsury, we ' ll be on t ep . 

~ow , you tur ned down thie fello~ on ~agee end hour s . 

I t~1nlt Ol i phant eaid t hat th~t was i llegal , we 
couldn 't do 1t. 

Regraded Uclassified



( 
.. . 

"::Jr: 

~ : 

li" ~Jr : 

:.t : 

~· \rr : 

-. 
:: ,..,.. . ..... . . 
~ : 

u .. . Jr: .. 
( ~ : 

u··rr : 

" · 

289 

- 12-

Uo. 

So I hope - ! don't think h~ ' s foun~ any ne~ 
way yet, tha t I r~ow of . 

Al l right. ryell then you have - fix it up with 
the switchboard, ~nd we ' ll let you know. 

Th!' t 1 s right . ~e rri ll, 8nd ,.e 1 11 be r eedy r henever 
you ho ll!'r. 

And if t hese fellows coo~ up ~~re, tel l the~ t~ 
brins t~P1r cereora~di ~1th the~ . 

I " 111. r ~111 . 

Because I ~~ght li~e t~ l ''k at thee. 

Al l right . F1ne. 

All right. 

ThPnk you, el.r. 

Goodbye . 

Go , dbye . 

\ 
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J'Rlll: AaeriO&D J:aba8~, Rio de Janetro 

DATI: •onaber 5, 1 p ·•. , 1938 

NO.: as. 

lly 250 o f October .39 ,noon. 

I aa intonaed by the Dir ector ot &xchange tbat the 

Bank o! Brazil Will , during the weelr: ot :&ov~~a~ber 7, oloee 

exchange tor d&Uy quot&a and m&turi tiee !rom the 22nd 

of Sept~~a~ber to the 30th ot September, inclusive. 

COiinD.IJI!UL . The Di rector ot bchange atatea that, 

due to the riae in oottee prices aa well &a t o more effi­

cient &dm1n1atrat1on of exchange policy, there ia improve­

ment 1n the exob&nge position of the bank. The Director 

adds that it w111 probably be possible tor the bank to 

aJ.locate inoreaaed amounts of e:~cb.a.nge in the near f uture , 

unleae unforesee n developments occur. However, the b&nlr: 

of f icials consider it prudent before doing t hia , to &CCNIIU­

late a sufficient r eserve eo that when additional allot­

menta are made t hey may be continued. 

Wi ll you pleaae inform eo.merce. 

SCOT'I'.IJI 
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Cochran I 
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Rli.Tr: 

Cochran I 
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BliJr: 
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C: 

Wr: 

C: 

lll&Jr: 

C: 

Saba~ •O?...,er ~. 1938 
6 108 P••• 

All rlcht. We're r ead7 . 

Yea. Are you r ead7f 

All read7. 

All rtcht. 'flank you. 519 ia ready. Ready • 
Jlr . Cochran. Hello • llr. Cochran. 

Waiting. 

Thmk you. Go ahead. please. 

Hello. 

Hello. 

Cochran -

291 

Well1 Henry • I was just getting ready to put in 
a cul tor you. 

Oh. Because I 1 ve got a lot ot people tied up and 
I want to know whether I should hold the• tonight 
or not. 

Ah - I didn't think I could get you before e l en n -
i t ' s Just co•e now. So I have everythinc here that 
I can gi ve you. 

Well• co ahead. I'• listening. 

All right. Archie telephoned me this atternooo 
giving a report or the conversation which the .. 
people ha~ with you. 

'fhat'• right. 

.And then ab - the •nmcer who caM acrou -
up t o .., house md cave • the atory ot hia being 
present at the - whm the two t~ thia over. 

When the - whm the twof 

Yea. 
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Yes. 

Sq1ng he was not 1D all the t:IM but he was 
there part of the ti• and he was there when 
thtV" talked with you. 

Yes. 
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'rhen I went over at 6:45 and saw the second one. 

Yes. 

And he was Tery nice;- be said that he had talked 
with you and you had told hia that he could 
co..micate through 1118 it he wanted to. 

'rhat ' :s right. 

And I showed him I want ed t o be of an:r assistance 
to him and he asked me to reiterate to you his 
:lDterest 1D and gratitude tor the messar;e. 

Yes. 

And - I told him we wanted to help all we could 
and it looked like some r eal cooperation seemed 
possible. 

'rhat what? 
assistive 

'rhat soae really I cooperation seeaed pos sible 
troa our side. 

See88d possible? 

Seemed - seemed possible. 

Yes. 

And ah - be said howeTer, that be had been IWOl'D 

to 1uch secrecy here -

Yes. 

-that he did not feel tree to consult bil tecbnioal 
assistants on the•e ideas. 

Yes. 

\ 
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And he said that hie - hie DUIIber one,- h ie Chiet 1 was •hot• • u he put it, tor the idea. 

Was • hot• tor the idea? 

Yea. 

Yea. 

And he says i t ' s up to hia however, to atud;r 
the teclmica1 phases ot it. 

Yes . 

And he said t hat he i s now in the lllidst or pre­
paring this whole aeries or rtnanc1a1 arrai ra, 
:rou mow. 
- Yea. 

And he asked 1t we would approve his consulting 
his two leading technical experts. 

Who are they? 

Fourni er and Rouerr . 

Fournier? 

Yes. 

And Rouetn 

That ' s right. 

What do :rou think? 

Well, let - let ae go ahead. I - I th:lnk i t ' s 
reasonable. 

Yea. 

Because he's .ao rushed with this t hing :rou see. 

Be 's so what? 

Be's s o rushed with these decrees which he'• 
tr:rinc t o get out. 

I ea. 
• 
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- by Saturday - that he says that he can't give 
absolute tull at tent ion t o this and he says that 
he hu to talk with soMODe ot hill people al.ost 
t o see 11b.a t 1 s been c o in& on and so on. 

Yes. 

Be said of course he has the gener al idea but he 
said that tor dratt~g and ao on he .uat depand 
upon aome assistance. 

Well, does he teel that .l.!.n laited him? 

Be thought t hat ah - tro• his conver sation with 
this gentleman who has talked with him -

Yea. 

~ that he c ouldn 1 t ta1k with anyone. And I said, 
•Well, I think you can talk with your two ah -
assistants whom you trust ent1rel7 .• But I said, 
•I'll check up with lilY friend on the other s ide \ 
t oniallt. • And he said, well, 1t I would call 
him b ack in the morning or come and see him and 
tell that that 1 s o. Jt. that he would get the• both 
started on it tomorrow. 

Yes. 

Be said otherwise he was afraid there would be a 
delay. 

Well, it - I'• satisfied it they ' re satisfied 
over there. 

wey, I- I don't see mch way out ot it, 

Ah _ well I - it see•s t o me l ike a reasonable 
request. 

Oh, absol utely. I think s e. 

Ah - Fournier and Rouett? 

Yes, Those two. 

But nobody else? 

Oh no. •o . CertainlT it 1d atop there IUld it we 
insisted on on1:r one he woul d lait to one. But 
it t 8 al.,at illpessDle to talk with one ot ~· 
without the other. 
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Jo. I - I'• satisfi ed 1t ther are. 

Good. Well , I tboucht :you woul.d be but I - I 
tol.d him I'd have to apeak with :you first. 

No. I mean it 1 a must as though soaebod:y said 
well I coul.dn1t consul.t ah - Archie. 

Yes. Absol.utel.:y. 

What? 
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Yes. Absol.utel.y . That 1s Just the comparison 
I had 1n aind, 

Jo, I don't - and anr .. y, &h- the:y•ve got to 
know who tht17 can trust over there. 

SUre . Wel.l. , I aean it had been put up the other 
way a l. i ttl.e bit - that nq6ne was to know outside 
of four or five of us yo~ see. 

Oh. Wel.l., the answer on those two - I know them 
both and I personall.:y trust them. 

Absolutel.:y . I do too. 

Don' t you? 

I do, absolutel.:y. 

Yes. I atean I've foUDd thea very honorabl.e people. 

Yes. Io, no question. 

Yes, 

Wel l., 1t I can get that word to him then - he said 
he ' d be at the office at 8 o'clock -

Yea. 

He 'll get one or both of thea -

Yes. 

- risbt ...,.. 

Well, how do :you feel the aecond aan feel.s about it' 

• ' 
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Ab - not quite •• mtbua1aat1c aa tbia g111tla.n 
lead .. to tbmk this afternoon. 

I aee . 

Wow, I don' t s~ that there - there are reserYa­
tiona. 

tJh huh. 

But t he story is Just this. Be- he's going ahead 
on a series or decrees which he hopes t o get out 
next Saturd~. 

Oh, Jlll!.i Saturday? 

Yes. 

tJh huh. 

Froa appearance here they're entirely orthodoz. 

What ' s that? 

I s~ they are entirely orthodox. 

Good. 

And he gave out a stateamt 7esterday to the press . 

Yes. 

- - - deDTinc again that any .. asures or 
constraint would be taken -

Yes. 

And so he waa revol•ina this thins 1s his aind -
not deciding one way or t he other - it interest• 
hia treaendousl7. 

It does what? 

I aay i t inter ests him treaendousl7. 

I should thmk it would. 

Yes. But his onl7 point waa that, •Should we 
accept this - • 
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Bello? 

Bello. 

Should they what? 

Be said, "Should we take up th.is i dea or should 
we wait , issue the decrees and f ollow t his up 
very shortly - follow the decrees up with this 
plan?• 

Yes. 

And he said, 8 That1 s what I wanted to talk to w:r 
experts about. • 

lo. This - this thing' s got t o come - if i t 
comes at all i t has . to cou f irst . 

Yes. 
i t a 
I-

I said, 11Tiell, hadn't :you thought of Jllllk:ing 
part - coming richt along at the same time?" 

Yes. This should be a part of the - whatever -
the f irst ann.ouncement he Jllllkes this should be a 
part of i t . 

Uh huh. Well he bed one other scheme 1D mind. 

Yes. 

Someone had drawn up tor him. 

Who? 

I sq so~~&one - some !1nanc1al 11an - I don't lalow 
n o it was, had given him a draft todq ot a 
etraight Tri-Partite Afreeaent Just on-along 
ceneral lines - a l i tt e bit like soae of those 
we ' ve s een before. 

Well, I - I 1ve spent -

I beg pardon. 

I'Te been at tbU now f or flTe years . 

Yes. Well, be aalted what I thought of tbat aD4 
I said, .. o. • I said, "'fhe people are wait ill& 
for you to do so•thill&·" ADd I said, "'f_h&7 -t 

\ 
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7our decrees. • And I said, "It this thiJic 1a 
to co•• out TOU ouclat to get it - 10 :Into 1t 
very ahortl,y. • 

Well, U - U thor don't take this wilT ab -
I'll be 1110re than disappointed. 

!row I - I don't mean to - to give 70u ~ 
reason to th1nlc that thor won•t. 

Yes. 

But what I do mean is that this ~ wants to co 
into it earl)' with the two .an most competent to 
help him with i t . 
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Well, I - I - I - :In the first place I ha"Ve no 
right to obJect and in the second place I have no 
reason to obJect . 

Pine. 

How, t here ' s one thine - I- well, I won't hear \ 
&nTthing ~~ere tonight then, will I? 

lfo. Ioth1ng 1110re tonight. 

Right. 

Becwse I'm not to call him back until in the 
!lOrDing. 

Well, of course rou gain a ds;y by speakinc to ae 
now. 

Yes. Yes. Well, then I'• to call. biJI betwem -
at n:lne o•cl.ock in the 1110rninl - be said even at 
e1ght it I wanted to. 

y Inasmeh as we're on such a confidential 
b::1, see it 7ou can't find out what it was that 
llarobandeau wanted to do. 

R1ght. 

Saef Rallo. 

Yea. 
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Ab what - what was Karchandeau'a prograa -
see i! you can 1 t get that t o1110rrow • 

.lll ript. 

See? 

Yes . 

And 1t you can get tha t I 11118ht put that :Into 
a cable. 

AU right. 

Via the State Departlllent. 

Via the State Department. 

Because 1t I could tell wnat llarchandeau had 
and what the Cabinet voted down it would g ive 
me a l i ttle bit more a !eel o! the situation -

Yes, yes. 

You see what I mean? 

Yes. 

And ab - 1t they were so inclined I would con­
s i der it helpful 1t they would tell me what plans 
he had. 

All right. 

But ah - Cochran, ah - we spent so much t iDle with 
the aaasenger that I can ' t on the telephone do an,y 
pleading, you see what I aean? 

Absolutely. Yes. 

Ab - that aessenger - nobody ever got more cOD­
sideration or 110re attention - or more technical 
assistance than be did. Bello. 

Bello . 

And I hope they're not going to put it up to ae 
to plead their case, ·you sae, over the telephone. 
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Yea. Yea. 

Because I can't do it . 

No, no, no. I'll see that that doesn't come up. 

You see what I mean? 

Yes . Yea . And I waa disappointed a l i t tle that 
thef ca~ed you yesterdST because -

Well-

- they got in touch with M first and wanted 11e 
t o come today and they said they weren't going 
to c~ until today, :rou see. 

It' s all right. But now, the other thing all­
they - I know they 1re .go 1ng to ask me to sell 
the third party. See? 

Yes . 
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\ 
And I'm perfectly willing to do it . 

Yes. 
I 

Yes . 

But ah - U the;r think that I - I would be helptw. -
as I told them - I' ll do anything to be helptul . 

Well, that - that's the t.pression this aan had 
troa his talk with - with the • essenger, :rou see. 

What? 

That you would be willing to -
But -

I know- I think I know what' s going to happen. 
I th:tnk the third party is go 1ng to say, "Well, 
can' t they t alk tor the1118elves?• 

Yes. Yea. 

But I said I would and I wUl. 

Yea. 

See' 
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SurelJ'. 

1 111 aake the ef for t . 

I didn ' t get that ah -

Bello . 

Bello. 

I' ll aake t he ertort. 

You'll .eke the effort? 

But I don't want to be put 1n the posi tion tbat 
number one calls me up to plead with nUIIlber t wo. 

Oh, no, no. And there's one th:lng wh i ch ah -
our friend spoke !rom ~ house here last night 
you know - we talked together with you. 

Yes . 

He sa id where he envisaged the possibili ty or 
number t wo being thrown out it he wouldn 1 t 
f ollow number one 

I see. 

How that ' s not i deal by any means. 

That ' s not what? 

That's not the ideal result. 

Ho. 

Because ea ch one needs the other. 

Each one what? 

Each one needs the ot her. 

Yes . Well, but you get the poin~t- all
11 a ean I hope that number one doesn ca 

to plead wi th number t wo. 

That what? 

I - I 
me up 
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That nUIIber one won't tey to aalt me to sell 
this to nu.ber two. 

Absolutelr. Yea. Yes. 

In other words, ah - I don't want to be in a 
posit1oD of t171Dg to sell this over the 
telephone. 

lfo. lo. The only question that•s in rq m:lnd 
now - 1t I aw when - 1t and wb.en I see hill -

Yes. 

- that I indicate IIJIT ah - ah -
tb.at 1t this thing comes out it 
first. 

suggestion 
mst come out 

3Q2 

Well, I would a~ - I would Sfl¥ ah - no I - I -
Well, I would say •siall.taneoua•. I donft know 
what they have 1n their mind, 

Well, let's let them go and give us some sort of 
an answer the next d~ or two. 

I don't think I would suggest tb.at, Cochran. I 
think th.at - let • s - they've got the thine. 

Yes. Yes. 

!low let' a see what tht111 going to do with it. 
To· 

Yes, that'• - that's '111/f idea. /Tell thea to 
consult their technical experts, · then let us 
know. 

I aean, it' s - i t 's like ab - ah - the world 
expects them to give - (Laughs) birth t~ an 
elephant and thq give birth to a - ah -Jr>abbit. 
Hello. 

Yea. 

I aean I can't 1aac1ne ah - not doinc the .oat 
iaportant thine first. 

You see, he still has aoae desire to - on thia 
confidence buaineas to get it to co• back 1t 
poaaible, rou see. 
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Well1 I went all over that with the .. saencar and he and I agree. 

Well, ell richt. Pine. 

Be end I agree that that ah - well, too lata. 

Yea. Yea. Yea. 

What? 

Yes. 

I aean that ' s the sturt they've been t alking tor 
tour y.eara. 

Since you 1ve been in - tive yea.rs at.ost. 

Five years. 

Yea. 

For tive years they've been talking that • 
• 

And the 1110ney1 s been going out all the tiM. 

Exact~. llow, ah - I Just - I suppose they ' re 
l1stc1ng but that's - but it th~•re going to 
do the contidence act why then - that's Just 
going to t ollow what s been going on tar tin 
years and - I should think they could r ead 
his tOrT by DOW. 

Yes. Yea. Well, I'll get 1n touch with hia 
the tirat t hing 1n the 110rning. 

And that mesacger - believe ID8, he1 s a realilt. 

What I a that? 

Be• a a realilt. 

Yea. Yea. • o question about it. 

What? 

That' 1 true - veiT true. 

An4 ah - I .. an he had a week to aoalt this thing 
v.p. 
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Yes. 

Did he present a letter to you? 

Ho . He sai d he had one but I haven ' t see it yet. 

Yes . Well, that ' s nothing. 

I had a talk with hia. He•s not with me now - he ' s 
at hoae. 

Viell, that's all right. 

Ah - but I phoned him after I caae back from this 
visit toni ght. 

But the only thing on now i s - well you ' ve got -
you've made note tha t 1r TOU can find out what 
the Marchandeau plan was and 1! you can , put that. 
in a cable. 

All right. 

Tomorrow. 

All right . 

And ah - let ' s hope for the best . 

All right, sir . I'll try and get that orr in a 
cable tomorrow. 

Ah - what - well, wlult are the chan - what do 
you think the chances are? 

I don ' t know. You see this is the first tiae I ' ve 
talked with any or them since the change. 

I see. 

I purposely refrained from any vi sits -

Well -

- durinl this period of waiting, TOU see. 

I see. 

This 1s the f irst talk I've had with this new un. 

• 
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Y ... 

And I haven 1 t even been talking with If' usual 
fellows. 

Yes . 

And just now I think I could get a little more 
idea when I 'm trying around tor tbia information 
as to what the old program was . 

Well, I - I - I - Secrecy 1s 1110st important. 

Yes. Yes . Absolutel1. 

All right . 

Fine. 

All right. 

You ' ll be at the ! arm tomorrow? 

Yes. I'll be here until Tuesday afternoon. 

Until Tuesday? 

Yes . 

Good. 

All right. 

Fine. 

Goodbye. 

I'm not cabling any or this, or course. 

No - no. 
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Not even in that special way. I'm keeping note: 
on it and If' triend here proaised to give me no ea 
or what he had hid. 

Good. 

Whm I wasn ' t present. 
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Goodbye. 

Goodbye, air. 
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The Tro&aury Departmaot released tod~ re?iacd monthly and ~ual 

a.erageo of the yielda of lont:-tera Treasurr bonda from 1926 to date. !!he 

revised a vcrageo, prepared by t ho Treasury Department's Div1aion of Reaoarch 

and St atistica, o.re baaed upon the daily ;nelda of all outetcnd1ntr treasury 

bonda not due or call&b.lo for twolvo yoara or more . The now avor agee will 

replace tboao prov1ouely in usa which woro basod upon Treasury bonda not 

due or ealleble for eight yoara or more. 

Prior to 1935, tbero was vory little difference botwoon the Tiolda 

of Treasury obl1gationa of modi"""" and lontror-tera ~~aturitioa. Since then . 

bowevor , aignificont difflrencoa have eppoored , tboroby i cpair in& t he ue~ 

tulne oa of the earlier avoragoa ne repreoontative of the yiolda of loll&'"'tora 

'rreasury- bond e . 

The met strildntr a epect of t he table of a,.rago ;riol<:o presented 

on the following pago ia tho aubotantial decline in long-toro interest 

rates t hat ia r eflected oven w1 th the e xelua1on of tbe r.odtu:>ote,.,. bond a. 

The aver age yield in January, 1926, wae 3.77 percent. In October, 1938, 

it wao 2.48 percent. 

The monthly and yearly nvere,:ea of tho daily yields of all treaaury 

bonda not due or enllable for twelve 7'f&rl or =ore, fro~> Jllllunry, 1926, 

tbroU«h October , 1938, are prooentod in Table I attached hereto. Tbe 

d1ftorencee between t he old end the new avorageo are ohown in Table II . 

Tho two avoragea wore baaed upon tho tdontieal bonda botwoe n Jenuar.r 1 , 

1926. &nd Jul7 16, 1928. 
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Averace Yiol da .r a l l Treasury Bonds not l>.le or Ct.llable 
tor Twelve Years or U:ore 

(Percent) 

Average or daily f i gurea . Yield to earliest et.ll date 
if market pr ioe is above pt.r ; to final 

M&t\lri:ty date it below pe.r. 

1926 1927 1928 1929 1930 1931 

Jt.DUO.ry 3. 77 3 . 51 3 . 18 I 3. 52 3. 43 3 . 20 

f'•bruary I 3, 71 I 3 ,48 3 . 19 3 . 62 3. 41 3. 30 

).!Arch 3 .71 I 3 , 37 3 . 1'1 3. 74 3. 29 3. 27 

April 3. 70 I 3o36 3. 20 t 3 . 64 3. 37 3. 26 

!lny 3. 67 3 . 31 I 3o21 I 3.64 3. 31 3 . 16 

June I 3. 67 3 . 34 3. 29 I 3 , 69 3 . 25 3. 13 

JulJ' 3. 68 I 5 . 36 3. 42 I 3. 64 3. 25 3. 15 

August 3 . '10 I 3, 32 3. 40 I 3o71 3. 26 3. 18 

Sopte~:~bor 3. 70 : 3 . 30 3. 46 I 3o70 3. 2-1 3. 25 

Octobor I 3. 68 3 . 29 3. 4.7 3. 61 3. 21 3 .63 \ lloVll!llber I 3. 62 I 3o23 I 3o38 I 3, 35 3, 19 3. 63 

Doeeabor I 3 . 56 I 3ol7 3 .45 I 3o36 3 . 22 3. 93 

Year I 3 . 68 3, 34 3 . 33 I 3e60 3. 29 3 . 34 

I 1Y32 I 1933 1934 I 1935 I 1936 1937 1938 

Janua1-y I 4 .26 3, 22 3. 50 I 2 ,88 2. 80 2. 47 2 .65 

Fobrunry I 4 . 11 I 3o3l I 3, 32 I 2o79 2.77 2 .46 2. 64 

L'o.rch 3 . 92 I 3o42 3 . 20 I 2o77 I 2. 71 2. 60 2. 64 

April 3 . 68 3.42 3oll 2. 74 I 2, 68 2 . 80 2.62 

!tay 3 , 76 I 5 . 50 3. 02 I 2 , 72 2 . 66 I 2 , 76 2. 51 

June I 3, 76 I 3, 21 I 2o98 I 2o72 I 2 , 68 2. 76 2. 52 

July I 3, 58 I 3 , 20 2. 92 I 2 , 69 I ?. o65 2 .72 2. 52 

AU&Ust I 3o45 I 3 , 21 I 3o03 I 2, 76 I 2 e61 2. 72 2. 51 

Septembor I 3o42 I 3ol9 I 3 , 20 I 2, 85 I 2o60 I 2 ,77 2. 58 

Ootobor I 3, 43 I 3o22 3 , 10 I 2 , 85 I 2., 62 I 2o76 2.48 

llover.Wer ' 3 .~5 I 3,46 I 3 ,07 I 2, 83 I 2o53 I 2o71 

Doc<r.~ber I 3, 35 :>. 53 I 3 ,01 I 2 , 83 I 2o51 2. 67 
I 

Yoar I 3 , 68 3 . 31 I 3ol2 I 2o79 I 2. 65 I 2o68 
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Table II 

Comparison of New and Old Averages of Yields 
of Lone-Term Treasury Bonds 

(Percen~) 

New Old 
average !/ average 2/ I 

Difference 

1926 ) . 68 ) . 68 

1927 J.J4 J.J4 

1928 3· 33 J,JJ 

1929 3.60 3.60 

1930 3. 29 ) , 28 + .01 

19)1 ) .J4 J . 31 • ,OJ 

1932 3.68 ) .65 • .OJ 

19)3 J . 31 ' J,Jl 

' 
1934 3.12 ).10 + .02 

1935 2.79 2.70 .. . 09 

10J6 2.65 2.1.7 • .18 
: 

193'/ 2.68 2. 57 •. u 

1938 2. 57 J/ 2.)8 'JI •• 19 'JI 

I 

17 ~'ased upon dail)l' y1 elds of all Treasury bonds not due or 

callable for twelve yoars or more . 
y Eased upon daily yields of all Treasury bonds 

not due or 

'JI 
callable for ~ years or more. 
rirst t en months of 19)8. 
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Sunda;r 
HoYeaber 6, 1938 
5: 38 p.m. 

I just now caJH away. They decided t o wait 
until 9:30 in the morning. They ' re going to 
see what the c ondition is and 1t it i sn 't 
tha t they'll operate then. 

Well, I hope everything turns out all right. 

311 

Thank you so DllCh , 
t he last three days 
quite a b it. 

Be ' s suf fered a l ot of pain 
so I 1ve been here with h im 

And I told t hem not to disturb you at the hospital -
that I co~d wait until you got back. 

Well, t h.at-1 s awfUlly good of you. Because when I 
went out I didn't know how long I'd be there. I 
just had rtiY 1118i d stay so she could tell anyone 
where I was, you see. 

Yes . 

But they · were going to decide in the morning at •, 
nine-thirty. They have a very good doctor and 
the condition i s just one of those t hings - it - if 
it gets to t he eyes you see and they wi.ll have to 
be pretty careful. But anyway, fiiY f riend here, the 
messenger, called while I was out t oo. 

Yes. 

Rave you spoken with hia - or not? 

Bo. 
Because I don't know what he wants. I don't think 
he has anything because I called back as soon as 
I came in; I round that two calls had come - and 
t hey said he was out. So then I put in a call for 
you . 

Well, you think - you don 1 t know what - what I 
was calling up to find out whether there was any 

news . 

I have nothing . 
is t o t elephone 
can see him yet 
you raised last 

What I'• quite anxious t o do now 
fiiY red haired friend and see 1! I 
t onight about t hat question which 
night . 

Oh _ I wouldn ' t rush i t . What i s it, eleven 
o ' clock over there? 
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I t 1 s a quarter t U l . I •ean it depends on bow 
urgently you want it. 

Ho, no, no . Mond8J 1ll be -
as a ll that. 

Oh, I see. All right. 

I' 11 in no such burry 

No. :U 70u saw h11D tonight that would just excite 
h11D too IIUCh. 

I 'm ~raid it aight . And I could have gone there 
tbls noon but I thought I ' d give his chle! time 
to let hi m know about this proposition, you see. 

Mo . I think I ' d walt. 

Fine. Well, I 'll get over there after I leave 
the hospital in the mrning . I ' ll be 

and 1 111 get in touch with hill without 
too much obvious errort, you see. 

Yes . But you haven't heard anything else? 

I haven ' t beard a thing because when I telephoned 
nUlllber two this 110rning -

Yes. 

I called h1ID at 9 o'clock; he was already on the 
job, and I 1ave him your •essage and he said, 
•Fine . 'fhaJ) I'll go ahead and get in touch with 
hill •• 

Fine. 

You see? And he'll - that ' s all - we just talked 
very briefly over the phone; - he was very nice. 
And when I talked to the •essenger last night he 
t hought it was rather hOpetul that this man !!A 
call ing on his assistants. 

Yes. I se,e . 

And ab - I haven ' t seen hill todSJ. Be was a 
little ill last nigbt you see. 

Be was what? 

Be was sick l ast n1gbt . 

\ 
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And this morning when I talked to him be said 
he was feeling better and was up and around . 

Oh. An)'thing serious? 

No, no, no. Jo - just a sto.ach upset. 

Oh huh. 

So don 1 t think thi.s staff i s co ing t o pieces 
over here. 

Right. 

No, no . I can work this thing in all right 
and I'll see the red haired fellow -

Yes . 

- t omorrow, oh by noon or shortly after noon, 
to get any message tbrouch. 

Yes. 

But I - I purposely didn ' t go today when I 
had pl2Diled -

Yes. 

- I pbon.ed this 111111 that I didn 1 t have a chance 
t o apeak with him you s ee. 

Well, ah - so t ar no Rist. 

Jo. And I told the man this morning when I 
spoke to him, nu.t>er two.L. I aaid, •Here's !It' 
home telephone number. wnen rou have any 
message f or 111r chief you give me a ring. • 
Be said, •That ' • understoodJ• be aaid, •that's 
the way we'll wor k i t .• 

that 1 s ri&ht. 

So I Jmow be - I'• absolutely sure he * goin& 
t o put those .a1 on it todiQ'. Be t old M 
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yes terday, he said, "I'm going oTer this.• 
Be said , •I•m retrenching{" he said, •with 
that to den op in Jl'rance it 
i t brought things back, you see.• 

Yes . 

Be s aid, "I want you to think or that - it I 
got it here what could I do?• 

Yes. 

I mean he was really seriously t hinking it. 

Yes. 

The only thing wa s - I felt him out - sort of 
col der perhaps. I d idn' t want t o be too en-
t husia stic everything 
was fine and it' s all right t oo. 
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Well , I think that ' s enough. And we'll - 1111 
wait until tomorrow. 

Fine. 

See, whet I want t o do 1s to release my people now. 

You want to what ? 

I've got a lot of people s tanding by and I want 
t o release them. 

Yes . Surely. 

See? 

Well , t ine. Vlell, I'll see this aum some time 
to110rrow surely and get anyth :lng he ' ll give me, 
you see. 

All right . 

And then I'll always leave word - so - the nu.ber 
that you can get me on short notice it there's 
anything. 

All right. 

Goodbye. 
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'1'ba t I S all, Goodb7 e, 

Goodn1cht, sir. 
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~rovecber 7, ll>-'8. 
9:19 a.o. 

uello. 

Archie? 

Good.morning. 

How are you? 

Very well, thenk you . Do you want me to start 
ott - Just give you the carkets tirst? 

Yes , plea~e. 

Sterling - eter l i ng io 4.75 ~nd 7/Sthe . 

Yeo . 

The !renee are 2 .66 and l/4. The trence ap,~rently 
are stronger then the sterling this morn1ng. 

Yes. 

But not enough t o say anything about . 

Yea. 

No special comments. The market was about a 
moderate market on t he other side . flo colll!lents of 
any tn>e. 

Yes. 

No - no further cables 1n. 
Spt - well there were some 
chases. 

The secur~t1es on 
s=l l sales over pur-

Well, t he etuff t hat I said yesterday i s on the 
record. Nothing h~ppened. 

Noth i ng happened. 

ltothing happened and we Just sit and wait. I mean 
ther e ' s no use QY even discussing it, because 
there ~• nothing there, and I talked to Cochran 
lest n1ght, and he'e J ue t waiting - be baen ' t heard. 
The only thing that I told him was - wee to see if 
the7 wouldn • t tell blll what uarchandeau ' a plan 
was, which be lost on to give ue that back&rOund, 
and I said 1t be got that information to put it 1n 

a cs ble. 
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I eee . That ' l l come by cable. Well then, I ' ll 
watch for t h11t. 

If they give -

If he gets it. Yee , i f he geto it. 

But CochrPn , 1n h i e usual very myetertous mann~r, 
e111d , "I ~111 ask my red he~d~d friend for that.• 

Nobody li steni ng could ever guees he meant Rouett 

(lll~~ter) L1ke our tr \ende acr~ts ~he channel. 

Yes . c~chrsn 1a .. r.eloue on h1a codee. 

~I el l n0\"1 . I don It mow if ther e Is ar.,rth1ng -
e nyth1ng further - anybody hor e wants, 1n ree~rd 
t o t h&t . Let ' & s ee Llr. Gsoton, ::r. Ollphl\nt, 
r·r. l'lh1 t e and !Jr. !!c~eyn.>ld s are here . 

I •1ish that - t hey may have this - thst on pii(',O 26 \ 
of today ' s Tribune , i ~ s chart showing t he beck l ?r, 
of t he cases on ~bor Relat1onsBoerd . ! e ~a•s 
t her e or 011phant7 

::r . Oliphant ' ~ her e . 

And I ' d l i ke them to do one l i ke t hat for me on the 
Boqrd of Tex Ap peals and se• rhct 1t l~o~e like. 

lUght . Aeide : !;r. Oliphllnt tt>Jte a note!>! t.hl't . 

It ' e ~n page 26 , of the ~ib~~e . 

Ri ght . 

And it ' s very intertos t 1ng. It' s done by a 
:lr. Guet aal . 

Gus t aal . 

I ' ve never eeen it done showing J ust t he thi ng 1n 
that way . 

Qui te . Well, !•r. Oliph,.n t. said he would tpl(e oare 
of t hat.. 

And Haas can do it. 
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Yee . 

}!ow, is Uac there? 

Yes . Just. a second and I'll put. him right on . 

'cReynol~s : Good morning, Ur. Seoret.~ry . 

"'l:Jr : Hello , !lac. 

"! : Yes . 

~-:.r r: !!ac, I wi sh you'd 6et together with whoever 1t 1e 
necessary and put. down on e piece o! pa~er, very 
simply, f or me , coneid~r yourself a cill ion doll~ 
h~ueing Puthorit.y in New York. 

"''Jr : 

.. ... 
::!"Jr : 

... 
~r: 

. ' . . . . 

Vee, sir. 

And you were going t o go ahead end finance. ~low, 
ho~ - whqt you get. from t he Federal Go vernment -
just the money - and t hen when you come· down to 
a place where you oan go two routes, I ' d split the \ 
pege in half and put on the one si de - you could 
follow route A end sell your t.hinsslooally and 
what you 'd have to do . On t.he other s ide you ' d 
follow route B end you hav~ the Feder al Governm~nt 
guar antee them and eell them, see? 

Yes . 

But do it, - oh, in a very s icple way, you eee? 

Yes . 
J;ow and then in that. saY - !'d point out. when they 
foliow t he l ocal thing t ha t it - about ninety per 
cent. mortgage on the property and ther e ' s no 
guarantee and what proportion - I mean that - of 
the interest has t o be r a 1eed each year by Congress , 
you see? 

Yes. 

!lello • 

Yes . 
I mean - i n other words I'd try i t several ways, 
but - ru;r thought wlUl splitt1ng the :?age 1n htolf 
when they oome to that place where it. could go 
either way. 
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Yes . 

Because I'd like t o have it worked out as I have 
it in my mind - it's a ninety per cent mortgage 
on a property, and if t hey rent, say tive dollPr s 
a r oom, they can only earn ebout one-third or 
the interest requirement. 

Yes . 

The other t wo-thirds "ill h~ve to come trom 
Congress on an annual appropriation bae1s . 

Yee, I get the i dea . 

k~d ~ want to do it Ps s imply ae thet . I w~t 
to see rhat 1t looks like and I ' d l i ke to heve 
the President un~erstend it once. 

All right. 

I ' m sure he doesn't . 

O. K. We 'll wor k it out . 

I ' d like to have that ~ednesdey, but Just on the 
streight tlDano1al aDd try it on two or three 
different pat~erns ~~d let anybody help you that 
nee-ds to. 

O.K . I will. 

But I "'ant to get. it down - to get i t into hls 
heed that it you sell this thing - end I was 
thinking - I wonder it I'm not right that these 
bonds would have somewhat the same etetue 1~ the 
minds or the public it - as a Joint stock l end 
bank to be correct - whether they e re or ere not 
instrument alities and all the rest or that s t uff. 

Yes . 

And ask Oliphant if I ' m right on that. 

He says they're not as good as a joint stock. 

~ell it - then i t'd he perfectly rair to compare 
th• to a Joint stock . 

Yee. 
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What? 

Yes . 

And after all, pereon~lly, ,~e only reason I can 
eee e ft>llow would bu,y .t.hel1beceuee t hey were 
t ax exempt. 

Yes, undoubtedly . 

Whet? 

Undoubtedly. 

And then the other point ie, I don 't knor ~hether 
the lPr. limite ~hat you cPn cherge per ~onth, pr r 
room, but I oean - I think it ~uld be inter esting 
thow t o mske t hem carry themselves - how much 
you 'd have to incre~ee t he price per room i n order 
to make them carry themselves, if Consress didn 't 
vote the subsidy. 

Yes . 

You see whet I'm thinking? 

Ye s , I get the i dea . 

In other porde, I - I don ' t - you ' l l have to try 
it t ro or three dif!'er.ent ,.aye, but I ' d like t o 
eay - 1 All rightie go a way th i P ~ay and Congress 
doesn't vote, then whet hPp,ens to t h!e housing 
outfit.• 

Yes , I set the idea. 

Well, then , the people would have to Jeck U!> the 
pr ice . ~ow high can t hey go? 

Uhhuh. 

And what have you sot i f you put a hundr ed dollare 
into one of theee bonde, what have you got? 

Yes , I get the i dea • 

I don't - I'm not sure that I under s t and 1t myeelf. 
I t hink I do. 
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Well I - I think you do . 

You know 70~ and I .-de \ha\ • • • 

I - I think you do too • 

You and I ewea\e4 
hours. 

Yes. 

that fello~ for six 
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And I think we undPr e t and it, but the President, 
ln P hP~f t!dding W8Y, the other dey, on the 
train, hP said that -he eaid, •wasn 't I good 
•1th Lamber t conF1der1ng I didn ' t knor. ~h~t I 
~ee talking about .• An~ I ta id , "You're 
ronderful. • 

\'lell , we ' ll hl'lve th1e worlte<' out for you. 

Eut l:e mderet9.nds thPt L!!a:bert thi ng th'lro tl(!h ly 
now . 

t'bhuh . 

And I ' d lize him to undcrrtnnd the otber thing 
&6 1'1811. 

O.K. 

3eci"JSe to have c!eht hundred or five hu!'ldred 
or a billion doll~rs worth of these boncE flopping 
around on the market I th1nk ~ould drag down all 
the other guaranteed bonds like Far= credit, 
the ~ome O.ners ' Loan and ell the rest or tbeo . 

Yee. 

Or enybridge authority. 

I think so. 

And I'd like to sell soma good bonds in the 
f ut ure , and not have t hese flopping around and 
d1ecred1t1ng anything else we might went to do 
in the fut ure. 

All right, re'll work it out. 

Anybody d i sagree Pith me? 

Regraded Uclassified



... 

1-f.!Jr : 

.. 
~::Jr : 

"l' Jr: 

~·rr : 

~~Jr : 

:..~·.Jr : 

... . . 

... 

- 7 -

I haven't seen anybody shaking a bead. You 
haven 't beard anything more about t bat Boyd 
thing? 

The which~ 

The 9oyd . 

No , have you? 

Yes, he - they ' ve euopendecl h1m . 

They d i d ·what? 

They suspendec! hw !"riday night. 

Juet1ce~ 

Yee . 

Yes. 
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And they had him on the gril l before th~y - well 
our boy s h~d h1rn until they got through with h i m' 
end then the Gr~nd Jury took h i m over . Pe admltte~ 
borrowing money from these fellowe t hat he hnd 
eupposed t o pick gr~ft from . 

Yes . 

~o, !t lookec! 11~e the boys were on the ~ay . 

Uhhuh. 

And the Juet.lce pPoplc - \"ell Irey lu>d a l!ttle 
run 1n w!tb them on Friday beceuee their Asst r t nn t 
United States Attorney rcre trying to butt 1n ~n 
their conferences wi th hi~ . 

Yes . 

Well , Homer Cummings cleared thPt . 

Yes. 
so t hat tbey weren ' t bother ed until t hey fin1ehed, 
and then the boya tu.med hie over to their Grand 
Jury. There's nothing specific come up on the 
o ther end of i t yet , ~lthough t~e boys are r~~nlr.g 
down the ~~glee ot it . 
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Good. Now, wha~ else? 

- I have nothing 

While we're on thnt put Oliphan~ 0 
tell him something that I did. n. 

Right . 

Please . 

~e ' s on ~he way . 

Pell:> !!e:rm9n. 

Hon a r e you? 

Fine. 
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I want to 

Her man, the o ther dey when I had l ur.ch ~1th 
Hl'ro l d Ickes -

YPS . 

He got on t o Moe Annenbers because he '~ 50i ng to 
mPke h i e f avorite s:;loeoh t onight I th1n.k . 

Yes. 

And !!e.rol d said , 1 l<o mP.tL"r how bad I ec on 
Aunenbers can I l i bel hi.• ?• I sai d , •uo, go t he 
1 1!111 t, you can 1 t l!bel lt•" . Then ! got, ,.hpt 
mp,y be, one of r:J:! eudden s teams of light, lind 
partly after talking rith Irey, and t hat i s if 
we could get the President now, righ t after 
e l ection, ~o appoi nt a speciP.l United States 
District Attorney to handle this Annenbers 
case and work with trey and adviee ue J ust t he 
way Stimson advises ue on the Spanish thing - I 
think it would be terrifically helpful. 

Uhhuh. 
And I asked Harold Ickes to be thinking of who -
in the ~iddle West stood as h1gh a s Stimson doee 
in the Eaet. 

Yes. 

Regraded Uclassified



0 : 

~tJr: 

~ . .. 

~ : 

~.Jr : 

~ : 

H!lJr : 

0 : 

I'!'Jr: 

? : 

0 : 

"'!!lJr: 

0 : 

HI.!Jr: 

0 : 

Hl:.Jr: 

? : 

':i:!Jr: 

- 9 -

And he's been thinking, and I think he eaid 
forcer Ju~se Clark. 

Yes. 

I think wee t he man he oa1d - a Republican. 

Uhhuh. 

Hello. 

~ello . 
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But right after election I'm going to ask him 
tor thet nace ?r names again, and I ~ent you t o 
b e thtnki ng about it, too. 

Well, in t he meantime I'm going to look up our 
previous experiences in appoint1~g t~ecial -

Yes. 

T~at ie I want - find out what -

Well get the idea because it we could get an 
outstanding man - I mean who - al l through the 
middl e \7est, who could be advising Irey from 
now on end f amiliarize himself with the case -

Uhhuh . 

Then have it recognhed he euperae4ed Igoe. 

\Hth no publicity Pt this time of course. 

No . J ust have him there to assist trey. 

Yes . Asei Et Irey. 

Irey . 

Yes . 

I thtnk 1t would be mo~t helpf ul . 

Yea. All right. 

And I think - I •m quite eure that I could gel.. 
the Presi dent to do 1t. 
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Yes. 

And - art.er all - it 1t ' s cor rect that 3ruce 
Kremer is 1'amiliar1~1ng h1oeelf with the 
1n be halt or l.!r. _ cl' se 

Uhhuh. 

Annanberg, ~hy thouldn't we -

Yes . 

At leaet be permitted t o do ae much. 

Yes. All risht. 

Th1nlt about 1t. 

I'll turn that over 1n ~ mln~. 

See? 

Yes. 

And then -
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It hae tTO angles, r1rst, the right men end 
second, one under thP atatutea to w~oo he 'd 
h~ve to report what his responeib lllty rould be. 

Yes. All right . Ie Du1'1'1eld there? 

Yes, he's here. Just a minute. 

Good morning, ur. secretary. 

Your report on your conversation with those men 
over at tbe Fed was so - such good reporting that 
I couldn' t t ell how you felt about 1t yourself. 

You mean about - boT I f eel about tbem or about the 
e1tuat1on? 

Oh , you don ' t have to do oa the phone. 
Urs. uorgenthau read it and when she got through 
she said , •well Durti eld 1& eo good, ' she said, 
•I can't tell whether- where- how he reels himself . " 
I ea1d, •That ebows how good he 1s." 

Yes. Well I didn't tb1nk you were interested 1n 
bow I telt about 1t. I thought you wanted to 
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know how they felt about i t. 

I do . I 1 111 try i ng J'OU 1n a 

(laughter) Thank you. 

That ' e all . 

Yes. 
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procedure 

This is a so~ report end tell the group about it . 

Yea . 

It shows r.hat a probleo we 've got. 

It certainly does. 

And -

The first problem - the firet problem is t~ educate 
those people down there about what thi e thing 
contains. I think only IJcKee understands i t very 
well . 

Well, from your report I ' d so.;; he wes our only hope, 
but I t h ink ther e are oome first class fellows o\·er 
there and thet if they did understand it that they 
might be a s interested and as shocked ae I ao and 
the rest of the fello~a. 

I think - t hink it's only natural though that 
hope if i t ever gets 1.nto their bends they ' ll 
realize how nasty it ~a . 

~1116 
\'!ell, th~e - this bank aube1d1ar;y "hat are 
called Banke of - Banke America? 

Yee . 

they -

t hey 

Well , there' s a good example. If ur . Giannini wants 
to reform why doesn 't he come clean on this. 

Th~t • s right . That ' s right. 

'llhat. 

That ' s right . 
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And 11' they think that you can sit down and 
argue with thee , and t alk with hie son and wife, 
why don 't t hey do i t on tha t case? 

(laughter} -

Unimportant one. 

Right . 

'Vhat 1 

Right . Absolutely . 

And keep t he pe~ple th~t are toll J~tns thst 1n 
my ot~1ce, informed ea you go along. ' 

All r ight, ! will do so. I- I want to.see the 
rest of t he Boerd me~bere , p~rt1cularly Chester 
Davis , but I didn ' t have time thPt day . 

Rif',ht . now may I talk to Taylor e mi nute? 

Uhhuh . 

Good morning. 

!iello, Wayne . Wayne, I have a ver y pas donate 
note from Perbert Feie pleadi ng with ~e that I 
change oy i!H;;ion on a - what they should take 
up w1tb !{ello. 

Yes. 
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I wish you ' d talk it over with him end - and 
tb1nk about 1t youre~lf and be reedy t o r ecomMend 
something to me on Wednesday . 

Al l r ight . I 'll get a copy ot what you said from 
who - ~iss Chauncey? 

Yee . 
copy 
it. 

Yee. 

Yes , she ' d have i t. They sent me e compl ete 
ot e,rerythins t hat happened so that Fe18 bile 

~ies Chauncey will give 1t to you, and the point i a 
this, I ac oppoEed to confer ences a t a ftxed t i me , 
when you don ' t know - you haven't got a proerac, aee? 
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Yee. 

And to have a conference in the s~mer or 1 39 
1n '.Vashtneton \"11th all the Treasuries of south 
America - Central America , wh-en Tre don ' t know 
what we want. Well, it Just scares me to death. 

Llbhuh . 

Now 1! "e had a program nnd "e kne\'1 v'!u>t ··~: wanted 
I ' d be delighted to tit ~::.·-r T'1th them. I roultln ' t 
min~ gettL~£ 1nd1~ett1on rr~~ al l the benquetc , but 
"e haven ' t e;o t "-rlY pr'lgreo. ~·'lw that ' s cy ;;or1t1'ln, 
~~~ I think 1t 1 e unr easonable and unfe1r t::. rck uc 
t'l have a cePt1nc neTt eucoer -,r ell t~e 7reasur1ec 
-,r South end ~entral ACier1ca ~hen r e ce~ 't get 
together ae to a progr ac ~1th the Stete Departoent . 
'Vha t do you think? · 

17ell, I t hin!: - Jur t sit l' r oun" Anc! telk about 
love and. T1ha tever 1 t m1s,'l-tt be , Yhy 1t would be ~t1nd 
-,r a waste ::. ~ t ime . 

Well that eight be r un , 
uo an,yv,her~ . 

Uhhuh . 

!:!ello . 

YeE . 

but it wouldn ' t get 

It r~uldr.' t e;et us eny,..l'•rP, er.d we heve n'l 
pr ogr am ~n finance£ r1th S'luth ?nFr ice . 

"'e - re ol.f:ht have 'lne by then but -

wel l 1f .,8 did then "e eould 1nv 1 te theee f ell-,rs 
to c::.me up . 

Right . 
But a l so , I ' d 11~e t o 1nvlte th;m t'l coce U? one 
bv -,ro. bec~u~e 1 o~n ' t - I can t rork r1th mor e 
than one country. 

:.'hhuh. 
Or tro a t t he cost . The way I !eel -
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What ? 

- 1f they etill think I ' m wrong '11hy 1t'a not a -
1t 1 s e vital matter but I don ' t want t o s it down 
v•ith those f ellows next eummE'r ~ith no progrP-m. 

Vle l l, I 1 11 - ! ' ll talk t o Her bert Pnd be prepared 
to telk to you on WedneadPy ab~ut 1t . 

An~ the othPr t hi ng - ae soon es - the firet 
bre~ thing spel l I ' d like to eee whether we 
couldn ' t ute ~rPz il 39 e m~dcl end try to work 
out a prozr~ ~1th 9ratil erd then get the 
Preeident ' s ?E'r miaeion to work with them ~ !rect -
on f!nancee . 

Yes. 

Yee . 

I wish you ' ~ be th1nk1n~ about that . 

Ri'ght . 

They ' ve go t - I mean, Ju~t say - well , 
try 1 t v:J. th Sr~> zll ~r>CI \78 ' 11 1\'0rk '11i th 
eee 1f r.e can ' t rork out t pr~&rem. 

Right . 

And concentrate on Brazil. 

Checlt . 

so J.f you ' d be thinki ng about that. 

Right . 

now, l et' e 
them 1md 

And _ no news from abr oad. I mean they - ~hey 're 
worki ng over there and ae soon as I hear I 11 let 
you fellows kno". 

Right. 

All right. 

Right . An,ybody else? 

\ 
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!lo, I ' 11 be on t he phone again this a fternoon. 

Wait . J ust s minute . Harry White r.a~ts to sny 
eomething . 

Rig.ht . 17ould somebody look e t t he Daily News 
on c:t desk, and s oc "be t - it ' c usual l y on page 2 , 
wha t they sny about the New Yor k St~>t e el ection. 

Hello. 

"ello Ro<UTY . 

Thi s 1e 1n reference to somet hing els e. You sald 
t~et you ~ere go!r.c ~o have thPt croup cooe ~'rn 
her e on t he l Ot h -

Yes . 

To d1scusr the sltunt l~n . 
a t t he time , you re~l1zod 
d~y b efore t he holiday -

! d1~n't know ~hetber, 
t hat t he l Oth was t he 

Yes . 

And t hat you mi&~t have some diffi culty 1n getting 
many of them down . 

They ' ve e l l been 1nv1ted over ten days ego. 

Ob, t hey have . 

~lee Chauncey knows rhich ere comi ng. I th i nk they 
all accept ed -

I eee . 

::xcept Walter St.ewlll"t . 

I ace . I didn ' t know t hA t' & been t aken cere of. 

Well , th1s 1s what happened . 
aeked me to get t hem together 
on the 12th f or Europe. 

I see. 

Ri efler moet urgently 
because he ' s ee111ng 

A."ld be ea1d to go over there and not Jtn.ow wher e 
"e s t ood would be a ter rific handi cap , end he would 
consider it a ;rest f avor if we could get together 
~nd 

6
1ve him eom~thinS of r h ere we c1d stand. 
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7hen if ve h~d eo~ething we wanted to UEP him, 
he 'd be ava ilable. 

I see . 

So the reason - the real reason for the date is ae -
ae a service t o Win ~1efler . 

I eee . 

See? 

I see . 

"I ' m ~o~ns to slt eround•, he ss!~, "In Geneva tor 
a G:ontb , a.."ld not to 1'-"l?r r.her e oy o>m '!'reP£ur:;· :tl'::d~ • 
he ea!d , "It' s j uFt too terrible . • 

: see . 

11~!0" won ' t you set thee!' t'ell.)"'D together. so I c•n 
know , and ae I could be ot some rervice •. I 
tho:.tt;h t tha t vras ver y r ereon•ble. \ 

All r1s~t. Second metter - !~ . Oliphent ~n~ my~elf 
h~>ve prepared a etr tem•·nt on !:.<> tin Aoericm aer let'Ulce 
an~ a speci~l ceae 'n Bra~il. 

Ye s . 

:!o10, if you ?'&:It th!'. t exemtnee. her e be tor e y?u :;et 
1t,by ever~body -

I do . 

Yes . 
I wish - ! "'! !h th~> t TPylor could colleb?rRte . 

Yes . 
Then we 'll send around en~ get t he various • l ewe 
and chenges end comments and have lt r eedy for you 
when you come back. 

All right 
O.K. You wleh to &?eak with uerbert. ;;e •s l ookins 
at the news. 
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The newa. thie morning eaye that Dewey is in the 
lead, that he is going to win barring rein 
official etraw p~ll indicates the Distr1ct'Attorney 
?li ll get 51.12 - 51. 12 or the total two party 
vote and that Lehmann will get 48.88. 

!'hat. he'll win barring r.he.t? 

BarrL~ r ain. 9ut the predictio~ of t he Tices 
eaye very close. Of oouree I suppose you notice<! 
t hat. 

~es, we -

An~ they carried the pr e- then the Tribune carries 
the opposing prediction - each about two hundred 
and !l!ty thousand. Frank Waltman to ld Duf field 
t hat about t hi s ~!ewe poll , th i s morning , that 
some adjus tments would have to be made, I presume 
on a ccount of the Farmer Labor party vote, and 
that after making those adjust ment s it looked 
unlikely that Dewey would win. 

Unlikely. 

Uh! 

Unlikely. 

It looked unlikely . In other words ~ank "'elt.man 
of the Republican ~'at1onsl Co=1ttee ie inclined 
to thin~ t het Lehmann will be elected notwithat~ nd1ng 
this News poll . The weather generally !~ir , 
continued warm today, r ain tonight or tomorrow, 
much colder tomorrow afternoon . Herman Oliphant 
points t hat out - th~Y cay get a heavr ra in in the 
morning, in the country. 

well, all right . This ie the !!r et dey I ' ve f elt 
normal since I ' ve been up here. 

Fine . 
A.nd I hope this ~ench thins et~e quiet, 11nd I 
won't have t o see you fellowe . 
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Well, t rom what Archie eaye i t looke as i t it 
wi ll etay q~iet tor some daye . 

333 

Well Archi e - Archi e ie a apeoul&t?r, you can ' t eo 
by him. All right . 

All right. Anybody else? 

No thank you. 

Right. Goodbye. 

• 
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Monday, 
•ovellber 7, 
9: Sl A. )(. 

1938. 

Go ahead. 

Hello. 

Hello. 

Hello. 

Hello, llr . Secretary. 

Ah - How - how is )Irs . Cochran today? 

Ah - they did not operate this morning; the 
definite decision will be at five-thirty, and I 
think they will operate then. 

Well, I hope everything will be all right. 

Thank you so much. Well, I 'm - I 'm at home now, 
and I'll go out there again after the call . 

Yeah. · 
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But this morning I went to see my red-haired friend. 

(Laughs) 

And I found out that his chief had talked to him 
about this matter . 

Yes . 

He asked tor more details; I told bim that ah -
that I had notified NUmber One that a messenger 
was collling . 

Yes . 
But then, ah, Red Head asked me tbe source of the 
idea, and I told h1a that tbe aessenger had coa­
JIIUnicated everything, and JQ' r emark was, ab - well, 
first, Red Head suspected this man, at tondon, you 
knoW. 

Yes . 
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And at Lomon, or having something to do with it, 
because t hese two a.re good f r iems. 

Yeah. 

And I said, "VIel l , can' t say a nything about that· 
it •s my umerstanding that this man is not even ' 
to be used in this affair ." 

That ' s right. 

I says, "It 's quite t he contrary impression. 

Yeah. 
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Am, ah; I said, "Irrespective anyway of the ideas, 
I was pressed by the lim.it to which I ume.r s tood 
my people were willing to go. If the people her e 
!oum these ideas of inter est, as they had already 
indicated • • .• " and then they told us that they 
were disposed to act thereon. And I told him that 
this was much wider cooperation than t hey would 
ever have ventured to aslt from us. \ 

Yes . 

And he ' s been struck with it - I mean, he' s 
just a l i ttle overcome. 

Yeah . Well now - hello. 

Be was to l unch today wi th his chief , 
to discuss this .atter. 

Well , ah, hadn' t t hey already taken him into their 
confidence? 

Yes . Oh yes . I didn' t say anything till - till he 
start ed t alking, you see. 

Oh, he knew about it? 

Oh yes, he knew all about i t . 

What? 
nearly tak i He knew/everything . He ' d already been en n; 

that's tbe first thing he said. 

Regraded Uclassified



I!IIJr: 

c: 

Bl!Jr: 
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BJIJr: 
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Bl!Jr: 

BliJr: 

C: 

BlLTr: 

C: 

HliJr : 

C: 

HIIJr: 

C: 

HI&Jr: 

C: 
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Oh :yes. 

Be said, •J.y Chiet told .e about your talk. • 
Then he wanted to know 1t I knew BJI7thing 1110re, 
you see. And he brought up this point as to 
the origin or the idea, 'but I - I told hllll what 
a big idea it was; that it went mch turther 
than anything I'd - ah - ever cont e~lated. 

I' a sorry - I'm sorry. Would you lllind repeating 
your last sentence? 
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I S&:f , I t old h1Ja ·that this went much fUrther 
than ~hlng I had aver contemplated in agr eement. 

Yes. 

And - ah - he said, well what are they to do? And 
I said, WWell, you've indicated your interest in 
this." 

Yeah. 

"You indicated di rectly to ., chiet." 

Yeah. 

But I said, "!low, we want you to tell us whether 
you are going ahead on i t , and on what line." 

Yeah. 

Co.-micate t his, through me, to you, and we'll 
s ee it we are in agreeaent. 

Yes. 
It what they say would be enough to inspire us to 
do what we could. 

Yeah. 

And I said, "Then • •• • 

Bello. 

Bello. 
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Yes . 

I said that then you were willing to make the record 
with our cousin. 

Yeal<l. 

If necessary. 

That ' s right. 

And then he asked me to call him back this evening 
sometime after four o•cloek. 

Yes. 

Ah - to see whether they want to see me late this 
evening . 

Well now, is this fellow trying to block this? 

No, no~ no; not at all. 

Well, what does he think of it? 

Well he - he wanted more information from me . 

Oh. 

And I said, "This is al l ; you have the whole 
proposition put there . • 

Yeah. 

And he addressed - had the one talk with his 
chief, and they were to meet again today at noon 
at lunch amao over it. 

I see . 
And he wanted me - us to say (what) we •re supposed 
to do. I said, "Well, it•s up to you to make the 
next move. " 

Sure. 
- be'• 

And so that's/going to 
h1lll at four • 

be wants me to phone 
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Yes . 

To see whether or not they are ready to lllake a move. 

Well, let me just give you this thought , and this 
describes what I consider my relation to this situa­
tion. Bello. 

Yes. 

And I - inasmuch as you•ve been seeing doctors , 
you will filld that this is a very pointed comparison. 
Bello. 

Yes . 

Ah - after all, you call in a consultant, to diagnos e 
the case. 

Yes. 

And I've been called in as a coi)Sultant. 

Yes . 

And, in this particular ease, I consider it a life 
and death matter, and I r ecommend an operation. 

Yes . 

But I ' m not a surgeon. 

Yes. 

I ' m sillply a consultant. 

Yes . 
And they've got a - a - they can t ake DIY advice or 
they can reject it. 

Yes . 
But _ but they're the surgeons, and there, a major 

operation. 

Yes. 

wow the rest is up to thea. 
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Well, I - I - I put i t up strongly to them tha~ 
the move is to them. 

Now - but you - you get the comparison. 
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Yes, I - I get it, and I'll repeat it this after ­
noon when he calls me. 

But that - that t s the whole thing, and I'm not 
going to go - I'm not going - I':n not going to 
operate. 

No, no, certainly not. 

I'm not - I 1:n si.JIIply a consultant. 

Yes . 

And, ah, I spent one week - ah - in transmitting 
my advice, and I have nothing more to add . 

And 'I can say definitel y that this is your advice. 

Oh well , the fellow knows that. 

Yes , yes. 

I mean, the man was over her e; he knows all -
yes - yes it is, and, and I - I· went much further 
in my diagnosis •• •• 

Yes . 
, • • as far as being frank is concer ned; I tve 
never been as !rank as I was with t his man. 

(Six minutes . ) 

Hello. 

Hello. 
r --~ I - I can1 t add 

I say I ' ve never been so r~-· 
anything to it. 

Oh no. Well, II- IIjus~~:n:~c!lll:;.yo~~ext 
that and then - -
move 1 is to cOllie rr0111 them absolute17 • 
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. • Now this fellow t ha t was over here knows Just where I stand . 

Yes . 

And be - he - he knows .~w - bow seriously I 
reel about i t , and ever ythillG else. 

That's r ight . 

But when i t comes t v operating, they' ll have t o 
use a French surgeon, 

Right . 

See? 
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Well, ther e ' s - there ' s nothing more then until 
they - they call me, and I - I ' ll - I ' ll make the 
move come !rom them. 

Right. 

But I - I put up a s my purpose in doing all this 
as between him, and t alk about the marlte t and abru t the 
t he old plan, 

Ylell , did you get that . 

I asked him - he was a l ittle hesitant. 
He said, •Well, t hey r eally wanted - ah - you 
couldn't call it a plan because it 'd never 
approved by the Government," but I said, •He had 
i deas .• And he said, •Yes, • that there were 
sever al pi eces of individual drafting. It would 
give h1a assorted control, without calling 
i t such. Be said this scheme , a s outlined , would 
have been entirely unVtorkable . 

What scheme? 

There r s a scheme that was outlined by this d.rattsman, • • • 

Oh yes • 

•••• which he didn' t see unti l Just two days before 
this man went out of office . 

Yeah. 
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WouJ.d have been unworkable . 

Yeah. 

And then, this noon, attar I left there, I dropped 
by my other f r iend, at the other place, you know. 

Yeah. 

I mean on the exchange matter. 

Yes . 

I just asked him how the market was going; 
it's very quiet; everyone ' s waiting t he decree. 

Yeah. 

And expecting to come out on Friday night, or 
Saturday. 

Yeah. 

He didn't wish to make any knowledge of this, so 
of course I didn ' t suggest the slightest change. 

No. 

But I did say, "Oh, what was that program which 
t his fellow had who went out?" 

Yeah. 

And he said, "Well, very br iefly, it was this:" 

We- .... 
And ah, I can com- - just two lines here. 

What 's that? 

It's - siX - only a couple of lines. 

Yes . 
It, s requisition ot gold that has gone in bank 
balances. 
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Yeah. 

But not as securi ty. 

Uh huh. 
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And he said it would involve, beh1!14 that scr een, 
ah, inflation of about fifty billion francs . 

Uh huh. 

And therefore that no Govornaent economies were 
ah, anticipated. 

Well , now, Cochran, while I have you on t he wire; 

C: Yes. 

R • .I.Jr : I sent you a copy of t hat United Press Dispatch, 
didn ' t I? 

C: I - yes, I have tha t . 

H. ld.Jrl The one which said that they were goi ng to consult \ 
us in all acts . 

C: Yes, yes. 

R. M.Jr: Well, we ' re very curious to know where that came 
from. 

(Oper ator): (Nine minutes . ) 

C: Oh. 

H. M.Jr: 
C: 
H:Ll. Jr: 

C: 

H.M.Jr: 

C: 

R. l.I.Jr : 

Hello. 
Yes. So if you get t he cblnce you might find out somet ime 
about that. 

All right, I'll do that , just as soon as t hings 
quiet down a little bit. 

Yes; there's no hurry. 

I mean, I _ I hesitate to bring it up while t here 's 

a live question. 
Jlo, I'd wait until after the fifteenth . I'd- I ' d 

wait until after the fifteenth. 

Regraded Uclassified



C: 

a.u.Jr: 

C: 

H.U.Jr: 

C: 

H. ld . Jr: 

C: 

!l.U.Jr: 

C: 

R.M.Jr: 

C: 

R. l! .Jr: 

C: 

H. U.Jr: 

C: 

H. J.! .Jr: 

C: 

!l. tt .Jr: 

C: 

H.U. Jr : 

- 10 -

Oh, and - ah - one 111011ent, sir . When I was 
t alking with the red haired fellow. 

Yeah. 
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I said, •we •ve, ah - ah- have even- ah- cited -
ah - and - ah - the law - and decided which would 
permit us to do so and so. 

What's that? 

I say we even- I told the red headed fellow •••• 

Uhh • 

• • • • t hat we had even looked up the law which 
would give us the privilege ot doing this thing. 

Yeah. 

Then I said, •Have you the law?• •• ••• 

Yeah. 

n • •• that- ah ·· · " 

Yeah. 

And he said, "Well, we have, 

Yeah. 
And I said, •Well, to make the local people think 
it necessary, " I said, •you1d have to use your 
present authority. • 

Yes . 
He said, •Yes, we ' d have to do that before it 
expired." 

Yeah. 
So I was pressing ~ tor time a little bit there. 

Yeah. 
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And since talking With him, I - I dropped by 
also and saw the messenger . 

Yeah. 

And he had seen Number One yesterday, ••• • 

Yeah. 
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••• • at his own request; that is, the messenger's 
request . 

Yes. 

And - and Number One is a little vexed because 
the second man is taking so much time to retrench. 

Is a l i ttle bit what? 

Ah - a little bit upset; a little bit annoyed. 

Yes. 

Because Number Two i s t aking so much time to retrench. 

Yes. 

And - ah - the messenger said, "Well - well , be 
patient; let him think it over and let it work up 
somewhat as his idea . 

Yeah. 

And - ah - that is just about all . 

Now this call didn't come through London, did it? 

No, I put it in the other way. 

That ' s right. All right - ah. 

Now, Henry, I ' m going out to the hospital 
little while, and I ' ll send the rest at -
little after four, you see. 

All right. 

now in a 
ah-a 

And I'll get a aessage to you - it will be prot.ably 
late tonight because I don•t think they ' d want me 

to coae oYer now. 
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No. 

If they do want me to come, I - I'll go aft er 
this other matter . ' 

Vlell, just remember what I said, though, in • • •• 

It may be between ten and midnight sometime. 

All right . 

But - ah - I'm sure you wouldn' t hear from me 
before unless it's very urgent. 

Well now you remember what DIY capacity is. 

Yes. 

All right. All right. 

Well , I think that ' s all then before long late , 
and I'll only call ~hen .if·I - if they have 
consulted me. 

All - well - ahi-.. call me in a ny event - ah -
not later than -·;rou can - say - six o'clock 
our time, which is elevea, yours. 

Eleven, mine. 

Call me - yeah - call me, not later t han eleven 
o ' clock, your time . 

Yes, but you don' t want me to call if - if t hey 
have nothing. 

Yes, call anyway. 

Call anyway? 

Yeah. 

All right; fine . 

All right. 
"' "" t all would be if '«¥ - if 

The onlY - ah - t,_.... a s ital 
there ' s soaething serious at the bo P • 
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Well • . • . • 

(Twelve minutes . ) 

All right. 

C: 

R.U.Jr: 

That would be over by that time . 

All right. 

C: Fine. 

H. l.I. J r : Thank you. 

C: Goodbye, sir . 

Treas . Oper ator: Hello. Hello. 

Over seas Operator: Finished? 

Tr eas . Oper ator : All through. 

Over seas Operator: All through? Thank you • 

• 
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TREASURY DEPARTMENT 

IN'TUI OPP'IC& COMliiUHICAT10N 

•••• tl - l - > ~ . 
•• SecretarT llo1 pnthn 

,_ wa. H.~ 

Tbe following table b&a been p:epe.red tor tbe purpose ot compering tbe 

capi tal t inanciac ct a tn>ical. bouainl project umer (1) a plan wberebJ a 

loan ot ~ would be Mde bJ tbe Uuited States Housi.Dc Autborlt,-, the otber 

1~ to be turniabed locallT, ODd (2) a plan propoaed bJ Ill'. Straua ODd -

w.ler consideration wberebJ ~ ct tbe coat ot the troject would be r aised. 

by t be sale of bonds ct tbe local. bousing autborit,- to pri'ftte iDTeatora, 

the N'""'lnlng 1(J to be sol.d to the Uuited States Houailla Authority. 

The computations are baaed. upon a project a.siiiiMCI to coat $1,000,000 

which, in a typical. city aucb aa Poughlceepaie, would contain 800 roou. 1'bia 

aaauaes a per rooa cost ct $1,250 ($250 tor lODd ODd $1,000 tor construction) . 

The further aaiiUIIption ie Mde undar plan (1) tbat the bends ct the local boua-

1ng authori t,- purcb&aed bf tbe 1lu1 ted State a Houaing Authori ty would beer .¥ 

interest, wbi.le 'I1Dr1er plan (2) tbe local. ~ing antborit;r would be able to 

cliepoae ot ~ ct ita obJ.4ationa to local. imeators 011 a 2-3//$ baaie. '!"be 

3J' interest r ate aaiiUII8d 011 bonds ot tbe local. housing author1t,- sold to the 

1Jn1ted States Houaing .lutborit,- under plan (1) ia baaed on tbe tact tbat tbe 

interest rate on all sacb bonda, under tile proria10DS ct tile Uaited Stataa 

Housing Act ct 1937, ia ~Wterl&iDed bJ tile rate at 'IIIIich tile r..s.rel ao--nt 

borrows 1 ta IIOIMIT, i.e, , DOt leas tb&n tile rate apacitied. in tile .oat receDt 

issue ct bonds ct tile r.a.ral. coww_..t at tile U. tile loan 1s ll8da ba..UC a 

•turiv ct 10 ,..are or_..,~ i ct Jll , 1Jlldar tre-t c~••• tile 

r ata tor ;,ncb local. ~inC autboriV beals oa-t 'lie leaa tban '$ par .-. 
. aol4 

Tbe 2-3/1$ intereat rate ...,.ad 011 bcala ot tile ~ bouainl autbor1V 
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to loeal i nnators UDder plAn (2) 1a baaed upon the tact that proponents of 

the plan represent that such bonds can be disposed of on this basis . 
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(l) AnniiD.l debt service a nd Sllbpid:r wbere 9Q! is borrowed from tbe USRA 
and 1<1 i e borrorted locally, 

$1, 000, 000.00 ~ project cost - $900, 000 of which ie a Feder~l locn, 
the other 14 being borrowed loea.ll,y. 

)6, )55 .9J • annual debt aerrlce on $1,000,000 loan at Jl' to be 
aJIOI'tbed in S9 equal p811110nts. Wb1le tbe r a te t or 
the 14 ot tbe ie:rue to be sold loca.ll,y will not be 
attected '111 the prortdoo restricti.ng the rate on 
~al bowlin& authority bonds purchased by the USHA 
to l', under present circullstancea, es a practical 
•tter no dealers would purchase tbea at an interest 
r ate lese f&Torable than tbe note tor the balance of 
the issue unleea t be U8IIA would agree not to sell the 
bonds purchased by it. 

JS , 000.00 • III&X1JmJm aiiiiUtll !'ederlll contribution e.utborhed, 1. e,, 
~ of project coat. 

7, 000.00 = mln1• 'm required annual loclll subsidy, i.e. , 2<1 of 
Federnl elU'IU&l contribution. 

J ,79 • debt earrle• per room per month . 

(2) A!!!!U!U debt aarrlce and SllbeJdy where 9Q! ie borrowed loc•lly and lCJ! 

1s borrowed troll JJSHA. 
$1,000, 000.00 • project cost - $900, 000 ot which ill a loan troa aouroee 

other than the Federal go .. ....-nt, tbe other 14 being 
borrOtfed troa tbe USI!A. 

34,641.97 • annual debt a.,...ice on $900, 000 at 2-J/llo and on $100,000 
e.t .31' to be e.aortised in S9 equal inetallMnta • A a bee 
been i.n.ucated, it 11 asalllled that the local houa.ing 
e.uthority will be able to aell ~ of its bonds locellT 
with a 2-J/llo coupon and, under present circumsteocee, 
t he 1ooal bolleillg autbori ty bonds pure based by the USHA 

will bee.r lC interes t . 

)5 , 000.00,. au1e'• annual Federal contribution e.utborbed, i .e., JIJ 
ot project coet. 

7 000.00 • al niWJa required annual 1ooal 11Uhsid1 • i . e • • ~ ot 
' Federal anoual cootri'botioo. 

J ,61 = debt ..,...tee per rooa per aootb on $900, 000 a t 2-J/1$ 
and $100, 000 at l' • 
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It will be aoted tbat tba dithreuoe 1D ~bt; ~ce per :roaoo per .,nth 

betoreen the tore pleJie 1a olll;r t.l8. ApiDat tba 1onr rental. tbua achia.....S 

and other ad'V11Dtqea c-111-' bJ' Ill'. BtnWI ror b1a propoeal .aet be ft1gW tba 

possible d.angera inberent 1D b1a plaA. the boDda or tba local "ou•1 DC antbor­

i ty •turing ser1ally troa ODe to aUt7 ,....r. oould be ~l.d to the pu.blio witb 

a 2-3/41- coupon onlJ' U proapecti.,. pll'Cbuera tbaucht tb&t tba credit aDd good 

faith of the United ststee wu pleclced to tba ~tor the 'bonda, i . e. , that 

Congress wcul.d • .,.1"7 yeer, ror the tull tera of tbe bonds , alee an annual appro­

priation of tba 11\lbe~ iD"fOl't'ed, 81111 that it would be uaed to pe:y pri.ncipal 

and interest on tbe boDda or tbe local boWling autbori ty. 'Dl1a becoaes apparent 

when it ia observed tbet the •x1••• anrru•l Federal oontribution 1a 8Dre thaD 

sutN.cient, UDder Jlr. StraWI' propoaal, to aervica the boDda or the local llolln.ns 

authority aDd tbet tba aube~ 1a required to be pledged to tbe ~nt of prin­

dpel aDd interest on tbe boDda. 

Having pl1l'<lbeeed the boDda upon a representation that Coagreee wu obll&ated 

to IIIIJoe a nmtel appopdatioNI oYer the lUe or the ia- auUicient to eervice 

bonds of the l ocal bowling authority, U a pertic:ular Coagreee failed to alee 

euch an appropriation} or U tbe llnl.ted states lloulixlr .Antbority for good cauae 

witbllel.d ..,_11t of the IIUbe14:rJ or U the local bowling authority failed to uee 

the euba14:r to pe;r principal aDd interNt on ite boDda, it ia DOt ditncult to 

see that tba belden or tbeae boDda would reprd the •-'"' dafeult by the 

local bowlin& authority u a 4efall.lt by tbe go'OWrU81lt of the llnl.ted Stataa. 1o 

present •4mnhtrat1.,. or lep1 detarmmtion oan reao.,. tb1a ~· 

FUture CoJII1"Na10aa1 aDd ec~ma'-trati'f8 actioll 1a, aDd will be, coDditiolloiCI upon 

satiafactor,- pert- of .-roW~ tutun acta by the local boaai!lc &lltboriV· 

It 1a the tutun wit»o'd1DS ot the 1111tw1q by the United ststee llcNa1ni .Antbor­

ity, aot ita podtiaa u a a-itT boalbol.de', tbat WN inta!lde4 u the aaDOtioll . 
Regraded Uclassified
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to c~l t be local bou•h~ ..u..rti;r to &n ill tbe t1atun u it aboul.d. ftu 

the obligation to .alta tuture •PP"Opri&t.iou &lid ~ta 1a 1111bject to nb­

atanti al condi tiona, alii! heMe tbe bonde ot tbe local bouai111 &utbori v are DOt 

the equivulent ot , __ nt cuarantMd bonde, altholl&b tbe pJblic would ~ 

tbem on such teras alii! on IIUCh & lDw Ti•ld on DO ot• baab. 

• 
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H0pk;it• Give• Roay Vote Report; 
Kurphy 'In,' He T ella Preaident 

Back From Trip Acrou Nation, WPA Head 
Predict• Wide New Deal Victorie--say• 

Democrat• Wi~l Win o ! a 
.... T~>Pk 

e,.dA}l6 Tft .... .,_ ... ,...... .. 

HYDE PARK. N. T .• Nov. · ·- u poUMI of b l• undldacy the oth~r 
Contldt.nl of a Dtmoen.tJc vletory n.lr ht." 
In bla own 8t.ate. Pre•ldent ROOM- K r . Hopkin• wa1 ~ually eoftll-

1 
veU rec:elvt4 aa•Ul't.neu to4ay from dent ot a O.moe.rallo vklbl')' In 
Ha.rry L. Hopkin•. Woriu Provu• New Yorle ltate. but wu ltu In· 
Admlnl.•trator , j UJt t.ek from a e.llntd to precUet lt1t party'• m.tJori· 
ttlp to tbt Wt.tl Cout, ttlat N ew t)' then when I'l l laal v1aitt4 the 
Otal u,ndldalet would Ia elected Preatdtnl htrt Mveral we-elt• aro. 
In W t t larn 8t.t.lu tbrOUJb which lft predicted thtn that Governor 
he pa ... ed. Lehman would win by a t lt.ut 00(1, .. 

¥r. Hopklna wu m01t de.tlnlt• In 000. He would not talk abOut Tbom· 
pr.dlcUnr Yic.t.oriu for Oovt'mor u J:. Dewey, to -.hom h• prevloualy 
P'r&.nk K urpby tn Klcbtp.n and ror referred u " llr O&lahad." 
Culbtrt O,_,n ud Shertdae ln OaJifornla Mr. Hopldne 1pe.nt a 
Downty. Dtmoera.Uc Govt-monbtp fortnll ht vl•l~lR.I J&mn RooM\~l. 
to4 ko&torW eaAd..l4a.tu In CaJ.. t.M Pret1d.t.nl • .Oft, wbO b ncupe..r­
romla H re4let...S alto l.b\t. t.be a uaa trom a.a optft-UOG. He ma.d.e 
vott.n. of 'C:.uonata wou.a.t nJeet l lOPI on t.hlt tr1p t.o addi'MI WPA 
h ••ba.J:D 

4 
.. -oaJo• p1aa. tktd. aaent.. aM to .ta up u.e 50' 

l e aD ~ r- Utkal aDd tcoooadc pkture • .&moa&: 
"PrNI4ea\ RooMW.tl hU pab~ Stal.. tn. w111k b a.. made • ped.al 

tftdoned. ooveraor llliJ"PbY ud. lbe QMrratlou were ~. Mkb .. 
two c.utom.la eu41dat.u. aa4 to Coaer&do u4 1J't,t.b.. 
bY ra4Jo a44.reu of F'r'l4&1 ola!Lt He Mt4 \.04.1.1 lb.&\ )M tow:~d .vl­
b lnc.ht4t4 u addltloaal .-,.cl& d,enc .. of a ._.,_. Vpl\lfll wber­
appMI I~ bebalt or Govtn'lOr ltvf"' tvtr 111e wtnl. a441n.a \h&l th1t 
phy. wqould not on.ly aJd DttnOC.raUc elee-

"You ean l&k.e my worll for I . -tW:n pc'Oi ptC:\.1 b\1\ would n:t&ke po .. 

t.~\ Kurpby I• ln..'' Mr. Hopklnt alble a nduct.lon In nlltf roU1. 
dtcla red lod.•Y• " U t.hne bAd Men PrNidtnl ROOMYtll pUMd a q.ulet 
'"'>' doubt. a bout th• outcome the\ 
.,..., removed. by tbe Pruhtent.'• OonUnut4 on hie Sla 

Regraded Uclassified



.. TaB BWII.ft ftiiOD- ,_,_ 7, 1931, 

352 

Regraded Uclassified



TREASURY DEPARTMENT 
353 

INTER OFI'ICE COMMUNICATION 

OAT& 

OOIIPIDIJI'l'I.AL 

No~••ber 7, 193~ 

TO Seoret~rr enthau 

Kr. Haa 

Subject ; The ullin••• Sit,..t1on, 
Weelr. ending No~e•ber 5, 

Conolua1ona 

(1 ) 

1938· 

Bua1neae aot1~1tJ oont1nuee to impro~e. Steel opera­

t i ons, atiaulated b7 a hea~ ~olu.e ot ordera tro• the auto­

mobile 1nduatrr tor deli~err before the end ot Deoellber, 

have r1een abo~• laet JB&r ' a lenl. Auto110blle production 

hae expanded further, and the weelr.lJ output has al110et 

reached l aat Jear ' • t1gur... fl» outlook tor cotton till 

act1vitJ hae been iJIPro~ed b7 a hea~ volu.e ot order• at 

the end ot October. Steel aorap pr1o .. have turned stronger. 

Re t ail aalea ha~• been ati~ated bJ the approach ot cooler 

weather. Induetr1al production to data haa recovered about 

one-halt ot 1ta lou a1noe the earl:r aUBJHr ot 1937, and 1n 

NoYember will probabl7 exceed tor the tirat tille the oorru­

pond1ng 1937 leYel. 

(2) 

While ~ioua tactora ta~r a continuation ot the rilins 

bue1neae trend, the reoo~•r.r cannot be conaidered •aate• 

without a definite upward turn in oo.mod1t:r pr1oea. Seneitive 

ccamod1 t7 price a ha~• ahown no .are than a aUght r1e1DI 

tendency ainoe the reoo~err began, and &!ring the put weelt 

have again tended downward. Detlat1onarr f oreign tactora, 

which appear to ha~• been largel)' reapone1ble tor the failure 

ot pr1oea to r1ae acti~elJ nth imprortng bullinen, apparentl7 

continue operati~•· Their influence ia ahown bJ a declining 

trend ot pr1oea in Great Britain Iince the 1111ddle ot October, 

ae meaeured b)' Reuter'• index, aa well aa b7 recent • ealr.ne•• 

in eterling exchange. 
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seoretarr Moraentbaa - 2 

!be et .. l eitaation 

The etteot ot reoent te~rarr prioe oate in etiaulatinc 
eteel ordere 11 apparent in the new ordere reported tb1e week 
by the u. s. Steel Corporation (probably repreeenUDg ordere 
actually reoe1Ted bJ' tbl YU1.oae bruoh ottio .. a week or eo 
preYiouely ) wh1oh Ju.ped to 220,000 tone, or tbl equl.Talent of 
about 64 per oent of oapaoity. (lee Obart 1.) Ordere during 
the preYioue two weelte had been at the rate of 45 aDd 46 per 
oent. For the indueti'J' 11 a whole, tbe Iron aa• eetillatee that 
steel booltince durinc Ootober were at leaet 2 or 25 per oent 
onr Beptellber, 1101t order• on the boolt1 being tor autoll0b1le 
aaltere. 

Reepond1ng to the lharp rile in ordere, wh1oh doubue .. 
wa1 enn aore pronounced .-o~~g the independent ehel ooiiJ)ani .. , 
steel operation• th11 week inor1111d J.l pointe to 56.8 per 
oent ot o~aoi ty, exceeding tor the eeoond t1• the oorr18pond-
1ng rate in 1937, ae ehown in Ohart l. A further abrupt rile 
to 61. 0 per oent ot oapaoity hae been reported th1e aorninc 
by the Aalrioan Iron aDd Steel Inet1 tate tor tbe week be&1nn1Dg 
today. 

The taot that eteel order• taken at reoent prioe oonoee­
aione were contingent upon deliYei'J' being 1peoitied before the 
end of Deoe~er hae been a factor in the recent upturn in 
ateel aot1T1ty. Jl1ll1 are urging their ouato•r• to epeoity 
deliYei'J' early, oY1na to the poeaib1lity that a tight deliYei'J' 
situation 11a7 deTelop at the end of tbe :rear, and are thea­
selves epee41n& up produotion of the required aater1all. At 
Detroit the Great Laltee Steel Corporation i1 operating at 
100 per oent of oapaoity, and eoae tin1eh1na a1lle on auto­
mobile eteele are operating oloee to that leTel. 

The epee41na up ot produot1on on thl81 oonoentrated 
ordlre durina lo.,.eaber and Deoeaber, 'lihUe etreftl(thenina the 
immediate bueineee trend, 11a7 reeult in eoae let-down in the 
eteel operatin& rate during the tiret quarter of next year, 
unleu a aartted illproTeaent ill other ordere lhould ooour. 

Bea.,.,. bu7ing of eteel eorap thie nelt, both tor doaeet1o 
oon~~mption ud tor eJIPOrt to Japan, hae etreftl(thened eorap 
prioee eoaewhat at Ohioaro and Youngetown, ra111DI the Iron 
Age oo~eite pr1oe tor lo. 1 hea.,.,. aeltin& :•::thto11~~5·-: a 
ton. Thie OOIIJ>&r81 with 114.17 lilt week Ill • 
month ago. 

' 
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secretarr Morgenthau - 3 

Auto110b1le produoUon increaeu 

The output of auto110bilee increaeed thie week to an 
estimated 80,000 unite, wh1oh comparee with 73,300 unite 
produced laet week. Production lut rear during the 
ocrreeponding week declined eligbtl7 to 89,800 unite. 

Another increaee in production equal to thie week'• 
gain would oarrr the total abon the ss,4oo un1tl produced 
during the week ended No·nmber 12 laet rear. Trade re­
ports indicate that turthlr increaeee are likelr, eince 
some companiee are Juet getting under W&7 in the production 
ct 1939 modele. 8oae trade obee"ere are now talking of a 
possible total production of 1,000,000 care end trucke 
during the fourth quarter, which coaparee with eetimatee 
a tew weeki ago centering around 850,000 unite. 

The rapid recoverr in the automobile induetrr hae 
undoubtedlr been one ot the meet powertul factors in the 
recent exteneion of the bueineee recoverr, and hae con­
tributed greatlr to the general feeling of optia1ea which 
now preva1le. !here aJ)peara eoae slight danger in th1e 
situation, however, eince the rapidlr built up opt1a1ea 
may stimulate production during the fourth quarter to a 
level in excess of tbe current level of ooneuaer demand. 
For this reaeon, the trends of auto•ob1le and eteel pro­
duction during tba fourth quarter, in relation to our 
eet1utee of bae1o deMnd 1n theee 1nduetriu, will bear 
close watching. 

New ordere improve turther 

Increaeed order• tor eteel and textile• duri.ng the 
leet week of October hae ra1ee4 our weeklr index to a new 
high tor the rear ( a.e Chart 2) , and strengthened the 
i mmediate production outiooi in theee two leading induetr1ee. 

Our aonthlr index of new ordere, which is acre repre­
sentative and covers more induetriee than our weekl7 index, 
continued its upward trend during September, and eeeme . 
likelr to ehow a eubetantial gain in October on the bae1a hl 
ot information now available • In Cbar!£ihw;h:~ t~d:n~t r 
index thro\lih 8epteaber in compari:on nt1l'll our bae1o 
taotorr output. 'l'h11 chart tend• o oo nd 
demand etudr in indicating that the level of deaene'e!:e­
measured br the dollar value of new ordere, re~~a1 
what above tbe current level of taotorr production. 
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In the lower part ot the chart we ahow a breakdown ot 
new order• through &epteaber b7 induetriee, with estiaatee 
tor the month ot October where•er data are aYailable. The 
upturn 1n reoe.nt 80ntha in ordera tor ateel, telttllee, and 

building aateriala ia eapeoiallr noticeable. !elttlle 
orders, whioh expanded aharpl7 during Jlll.7, but tell ott 
1n August haYe reoentlr ehown renewed iaproYeaent. Auto­
mobil e ordere ehowed a aeaeonal decline in Septeaber. 

!he prioe situation 

A 41aappointing feature in an otherwiae taYOrabls aeriee 
ot bueineae denlopMnta ia a eagging trend ot OOID041t7 
prioee oYer the paat week or eore. Induatrial raw aateriale 
ae well as agriolll tural produote haYe shared in the deol1n1ng 
tendenor, though the former haYe ehown aoaewhat greater 
stab1lit7. The etrong intluenoe ot inoreued induetrial 
demand, plua the etteot ot the aonetar7 expanelon program, 
have so tar not been euttioient to raiae ooamod1t7 prioee 
in the taoe ot outaide detlationarr intluenoes. 

Inoreaeing euppliee, prinoipall7 tor agricultural 
products, were a depreeeing prloe taotor earlier in the 
year, but in the aaJoritr ot oaeee the supplr trends during 
the past month or more have been in the oppoeite direction. 
Foreign detlationarr 1ntluenoee growing out ot weakened 
monetarr and buaineae aituatione and political 41ttioulties 
abroad, partioularlr with reterenoe to Great Britain and 
Franoe, apparentlr continue the principal depreeeing taotor 
i n the prioe altuation. Retleoting these intluenoee, 
Reuter'• index ot prloee in Great Britain haa been elowlr 
declining ainoe the middle ot October. 

Sterling exobange, l1kew1ee retleoting detlationarr 
intluenoee, hae reaalnad at a relat1Yelr low level through­
out the paat month (See Ohart 4), tho~ reoentlr ehowing a 
tendenor to etabili~e around the t4.76 level. In view ot 
the taot that aenaitive ooaaodlt7 pr1oee during the paat 
rear haYe been aoaewbat slower than aterling in retleoting 
roreign detlationarr intluenoee, the downturn in the Dow­
Jones tuturea index during the paet week, a• ebown in 
Chart 4 mar repreaent a delared reaction to the toroee 
whioh o~ueed the decline in eterling during October. 
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seoretaJ'1 Korgenthau - 5 

Current buaineas newa 

The New York Times busineae index tor the week ended 
Oct ober 29 roae 1.3 pointe to 89.0, a new high since the 
week ended November 13, 1937• Inoreaeea in automobile pro­
duction, steel production, electric power production and 
"all other• oarloadinga ware partly otteet by a decline in 
luznber production, with other oomponenta showing minor 
changes. Data available on automobile and ateel production 
indicate the probability ot a further r1ee in the combined 
index tor t he following week. 

Department store salsa during the week ended October 29, 
aided by more taYOrabLe shopping weather, rose to a level 
only 5 per cent below that ot the correspondi ng week last 
year . During the previous week they had been 9 per cent 
below las t year's level. 

A compilation ot corporation aales data by the National 
Ci t y Bank ot New York, covering the t1rat nine months ot 
1938, tends to confirm our atud1ee indicating a relatively 
high level ot basic demand as compared With incmetrial pro­
duction, and retleote the influence ot inventory liquidation 
on manufacturers ' sales. The compilation ehowe that the 
total sales ot a group ot representativa merohandi~ing oon­
cerna during the tiret nine montha ot the year declined to 
$2 ,3~o ,ooo , ooo, as compared with a total ot $2,so6,ooo,ooo 
tor the same period last yea.r, or lees than 7 per cent. 
Total sales ot a group ot manufacturing concerns, on the 
ot her band, declined trom $3 1~1,000,000 to $2,~90,000,000 , 
or 27 per cent. 

The FRB index ot industrial produc tion has recovered in 
t h e JDOntha approximately one-halt ot t he SJDOunt lost during 
t he 12-JDOnth period trom lolay 1937 to Kay 1938. The rise ot 
19 pointe in the index trom 76 in May to approximat ely 95 in 
Oct ober comparee with a total decline ot ~ points. Present 
i ndi cations are that the FlU! index in November Will equal or 
exceed the October tigure, and will exceed the tigure ot 88 
t or November 1937• While taotora in the longer outlook b 
appear generally favorable , the business prospect would e 
i mmensely olaritied by a definite upward turn in commodity 
prices. ' 
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H.M. Jr: 
H. Merle 
Cochran: 

H.!l.Jr: 

C: 

R. !.t . Jr : 

C: 

H.M. Jl' : 

C: 

H. ?A.Jr: 

c: 

H.!.I. J r : 

C: 

H. !A. Jr: 

C: 

H.M.Jr: 

C: 

Hello Cochran. 

Konda:r, 
Rovember 7, 1938, 
5:04 P. ll . 

Kr . Secretary, I want to let you know that this 
afternoon I talked by telephone with our red 
haired friend, at the appointed hour. 

Yes . 

362 

And I gave him that simile of a consulting doctor 
and the operating surgeon. 

Yes . 

Gave i t to him i n his own l anguage; he understood 
it, perfectly. 

Yes . 

And he asked me to come and see him tomorrow 
morning at twelve-thirty. 

Yes . 

I offered to come tonight, and he said, •No, come 
tomorrow noon. n 

Yes . 

so I ' m going by at eleven forty-five to check up 
with our messenger then to see if he knows anything 
before that time. 

I see. 

This evening ' s press carries the following com­
muniques from the Ministry of Finance. 

Yes. 

It says, ah -
Reynaud asked 
bal.&Dce •• • ·" 

"The delay of five days , which Paul 
tor - ah - asked for st riking a 

H.Y. Jr: Yes. 
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( 
C: 

H. tt . Jr : 

C: 

H.!.!.Jr: 

C: 

H.U. J r: 

C: 

H. Ll.Jr: 

C: 

H. I.I .Jr: 

"· ~ · 

H.U. Jr: 

C: 

R. M. Jr: 

363 
- 2 -

" ···· expires today The b This evening the • alance i s struck. 
taken. The days which f l~n princip will be 
to establishing the . 0 · ohiw will be given over 
technic 1 w ch will involve 
Premieraa~o:ersaiions, particular).y with the 
Finance, •••• •e co eagues of the Kinister of 

I see. 

;i~ids~= well as with specialists in dif ferent 

Yes. 

"The decree laws will appear in a Journal 

Yeah. 

• • • • n 

" ··· a t t he end of t he week, a s announced froc 
the first day. n 

Yes . 

"The date for t he Cabinet meeting has not yet 
been fixed. n NoJV. that wu I commUnique. The 
third one: tlie 

•It was felt t hat t he Minis t er of Finance - eh -
ah - would - ah - - ah - would come before 
t he meet ing of t he Cabinet - ah - todaY - ah -
to present, or at l east tomorrow - tomorroa to 
present t he things which he was to finish in those 
five days. 

Yes. 
But you see this indicat es that there's no da te 

now fixed · 

I see. 
The procedure will be in the balance . But I -
evidently they•re thinking over somethin&· 

V/hat? 
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They - they ' re evidently th1llk1ng over something 
before calli ng a Cabinet meeting. 

I see. Well , I woul.d say that was encouraging. 

Yes . And today the L'IAl'ket was cal.a; French 
securities were up, ah1 but there's not much 
tradin& in an;y or the - of the curr encies. 
They' re all waiting the - the - ah - the laws, 
you see1 decree laws . 

Uh huh. 

And ah1 t he press attributes the - ah - the good 
ma.rket to - ab - confidence in the Kinister of 
Finance and in another place they suspect some 
open market 

Uh huh. 

• ••• operations . 

Well sterling was strong here today. 

Sterling was strong there? 

Yes. 

Is that so? 

Yeah. 
_ h _ I want to let you knOW theY had 

~rat~on on my wife this afternoon at seven-
thirty. 

Yes. 
And she came through in very good shape . 

Oh, I ' a delighted . 
b iO.,S right :111 the corner -

TheY- they found~ ~he eye, you see. 
between the nose 

Oh1 myl 
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C: 
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So it 1 s - ah - very painful; am she ' 11 have a 

But she's all right? 

But - ah - the doctor sa.id it was successful, 
and it ought to go all r ight . 

Oh, I ' m very glad. 

And she 1s still sleeping now. 

365 

Well , there ' l l be nothing more tonight, t hen? 

No, nothing more t onight . I - I offered t o come 
over, I told my friem I could easily come, am 
he said , no - he said - ah - ah - come tomorroy,• . 
at - a t - ah - that fixed hour . I offered to 
come any t ime at all. So t hat's that. 

I see . 

Well, best of luck to you and your neigh?or 
tomorrow. 

Thank you. 

Things l ook very good , of course? 

Very good . 

Goodbye . 

Goodbye . 

Then this - tomorrow; see , I'll be seeing this man 
a t twelve-thirty. 

Yes. 
uld accept a call say around -

Then - ah - ~0 k '/~~tween _ ah _ about tt;o o•clock, 
ah - one o •c oc - ah nine o•clock your time? 
my tilDe; that is - -

Nine o •clock would be perfect for me. 
i t through at _ at two shar ply 

Fine; I'll try to get . 
then. 
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At n1De o'clock would be pertect •. 

Pine; I'll tr:r and get it tbro~~&h at thet tiM. 
All right, then. 

Goodb;re. 

Hello. 

Hello. 

Hello. 

36S 

Regraded Uclassified



DEPARTMENT OF STATE 
WASHINGTON 

November ?, 1938. 

Ky dear Kr. Secretary: 

I enoloae for your information a paraphrase of 

telegram No. 1866, November 5, noon, 1938~ received 

from the American lmbaasy at Parie, concerning a 

etatement iasued from the Premier's office in answer 

to oertain political rumors afloat. 

J:noloaure: 
.U atated. 

The Honorable 

Sincerely yours, 

Herbert J'eis, 
Adviser on International 

lconomic A.ffairs. 

BeDrJ. llo:rgentbau, Jr • • 

aeoretazr of the TreaaurT· 

367 
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PARAPHRASE OJ TILIOlWI RIOJ:IV&D 

FROII: American lm'baasy, Parie 

DATI: November 5, noon, 1938 

NO.: 1866 

368 

A statement was issued last night trom Daladier's 

office, in answer to yeaterday's crop of rumors of con­

tinued disagreement. in the Cabinet with respect to finan­

cial policy; of formulating a recovery plan without re­

course to some of the proposals advocated by Varchandeau; 

of alleged dif!ioul ties now apparent to Reynaud; of 

intrigue within ths Cabinet against Daladier looking to • 

a Reynaud Cabinet with socialist partie ipation; of a pos-

sible request under the circumstances for the extension 

of full powers, to ths effect that the Prime Minister ' s 

view of the necessity to apply liberal methode for re-

covery baa not changed; that the Prime llinister continuea 

resolutely opposed to the establishment ofllB&traint and 

of exchange control. 
Tbe chargee leveled against the Pri~e llinister by a 

large section of the press of unnecessary delay in the 

elaboration of the decree laws are refuted by Daladier'e 

statement which asserts that the text of these laws will I 
be atudied 1n a cabinet meeting next week and will be pro­

mulgated before Jovember 15; that the Prime llinlster baa 
no 
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no intention of requeating an exteneion of the full powera 

and that the rumors of a O&binet reorganization and possible 

enlargement •are baaed upon nothing concrete• and that 

Parliament will be convened at the beginning of December 

as originally planned. 

"Taking note of information published as coming from 

an official source that meaeu.ree of reetraint are for the 

moment shelved•, the Kinietry of f inance issued a etatement 

yesterd~y that such measures are "definitively shelved•. 

It now seems probable that when it materializes, 

Reynaud's plan may prove of auob a nature as to require 

wide po~ioal suPPort if it is to be successful. Therefore, 

the foregoing statements have not put to rest all rumors 

of possible 1aportant political changes in the near fUture. 

I'ILBOII 

U:DJW 
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Stcrttary of statt , 

Washington . 

1295, Novtmbtr 7, 6 p , m, 

FOR TREASURY FROH 31J'I'f£!l'liCRl'H. 

GP.AY 

London 

Dattd liovElllfrU 1',. :cJ;:;If 

Rtc 1 d 5 p . m.. 

• 
T.lt city is tagrrly aws1tin• thE full statEmEnt on 

"dtftnct" which the Prime W.inistEr promistd would bt made 

in thE lioust of Commons in thE nt :l l' futurt ( pa ragraph t,.o , 

No , 1272, Novtmbtr 1, 6 p . rn . ) in thE ExpEcta tion that 1t w.lll 

(a) giVE SOI!lE indication of tht mAtnitudt of coninz Expencli­

ture and (b) so~~ assurancE thot even without a liinistry of 

Supply with certain powrrs of conpulsion thE production ot 

instr\lll!Ents of war can nrvcrthtlt cs bt expandEd sufficiently 

rapidly, It is recoen1ztd th!l t th£ policy of thE Prime 

lfinistEr , which bas bttn acceptEd by Parliancnt, is dirtcttd 

towards a rarprochEmtnt with Gtr:.~Any and It3ly; that a n 

tmErgtncy n~t1onnl concentration on arruamtn t production is 

not now bring undtrtakEn in tht hOPE that his promised "activE 

and positivE stEps" will lEad to the dtsirtd nrgotiatcd 

scttltmtnt of outstanding diffErEncEs, staltd by an ogrct­

mcnt upon tht stabilization ot a~~·£nts , J'e tdltSS 
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2-.~1295 , .7rol!' ::.ondon ,l~ov. 7 , 6p. :n , 

needless to s ay therE at'£ not o few in the city who 

hnvc the gravest doubts as to whc~tEr ~~tr prEsEnt arrantc­

mEnts production of armwEnts can bE suffic1r'1tly accEltt•c.tn' 

so that Great Britain can meet with r.ernany !n nEeotiation 

or otherwisE on anything like te~: of e~uGlity . They ,oint 

for example to thE k inistEr ot ~or ' & public statement of 

October 21 in whic~ hE adm1tted t~at " to obtain an appre­

ciable nee ele ration or an a ,~prec ,.n., l.£ t11J nrgrmEnt l'lithin 

the given time o!' our arm&ment l)ro~ram 1.t 'lould be nEccooery 

to revive tllr. t"ar t i me mE thocl undr.r v•hi ch every other con­

sideration i:~ subordinated to this . • Ho••evo•, he and others 

arc brine led or madt to toe thE dou.inant party line . 

ThE effect of the rtct$ past and the uncertain out­

look tor th£ future have not conspirEd to product a fe£1in;:: 

of confidencE in any real senst; the t~ood ot the city is 

very mixed and ranges from bel'lildeM'tnt to bcllincrency. 

ThE for eign exchange r.tarke t h&s n:;llin been relatively 

inactive , The dol lar hns rc~.a inet:. str.atl.y Clround 4 . 75 3/4 , 

as has thE franc around 170 , 72 . Of tlie 200 bars sold at 

gold fixin~ ct 146 shillin:s one pence some 175 wert 

supplied bf the Bri ttsh fuoo . 'Uth tht 'bcl.;;n rt!!lllillins on 

parity it stE~~ evidEnt ~~at soM£ of this steady gold dt%1.1nd 

is for th~t rrArktt . 
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~ eorctary oZ State, 

Washington . 

1878, Novonbtr a, 10 a , m, 

FROU COCHRAN. 

GRAY 

Paris 

Dated Nov£111btr a , 193a 

Rcc 1d 9:20a. m. 

372 

ThE followi ng scci - offioial statcncnt was published 

ln LE TffiPS November 5 with i ntroductory explanati on: 

•E avE t En able to obtain the following informati on ..... h b 

from authori zed quart ers with rEspect to the various 

storiES which hnvt been publishEd on the failurE of 

thE Daladitr Gov crnr.cnt to publ i sh the decrEE l aws: 

' It wi ll bE r £n8nbtrcd that as soon as Parli~cnt 

authorized the GovernmEnt to i ssuE decrEE laws to restore 

thE financial and Economic situation thE Prnnitr directed 

the intErEstEd ~inistriEs and principally his collaborate 

or , thE liini stEr of Finnnoc to submit proposal. 

In the cours E of t i n E opposit e conceptions becomi ng 

apparent i n the point 
of ViEW of thE President 

of the Council and of his collaborator, . Dcladi tr 

requested the l atter , nfter the MarsEillE Congress , 

to bring to him modifiEd proposals nlcng t he l i nEs 

which tht PraniEr personally desir Ed. 
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Stor&tary of StatE, 

Washington. 

GRAY 

Paris 

DatEd Novtl:!bEr 8, 1938 

Rto1d 9 !35 a .• m. 

1878, NovECbEr 8 , 10 a . m. (SECTION TWO) 

HOWEVEr, duri ng thE two mEEtings of thE CabinEt 

which wErE hE1d at thE commEncEmEnt of thE prEsEnt wEEk 

Marchc.ndEau d Ec1arEd that thE mEasurEs which hE En­

visagEd wErE a1onE susctptib1£ of sEcuring thE dEsirEd 

rtsu1ts . 

373 

As thE PrEsidEnt of thE Council hEld a diffErEnt 

opinion, Da1adi Er thEn rEquEstEd Paul Rtynaud to prEparE 

a policy of financial rEstoration which was mort in 

agrEEmEnt with thE p Ersonal views of Dalad1Er. As a 

matttr of fact thE nE"ft !Hnisttr o f FinancE had alrEady 

EXprEssEd h1ms£1f in agrttmtnt with thE Prtsidtnt of 

thE Council . 
It was indicatEd that thE Oovtrnmtnt will now play 

thE libEralism "card" in thE mattEr of financial and 

tconomio policy. MtasurEs of constraint haVE for thE 

momtnt at ltast bEEn stt asidE. It may bt statEd finally 

that thE PrEsidEnt of thE Council is not l ikElY to ask 

nEW powEr s fran ParliamEnt. 
PurthtrmorE, 
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• 2• #1878 1 NovEmbEr 8 1 10 a .m. (SECTION TWO) 

Furt hEl'lnOr£1 rumors of a chang£ in thE Cabi nEt 

or£ without foundation. 

374 

ThE deer££ laws will bE publ1ehEd and adoptEd in 

thE Journal Official bEforE Novcnbtr 15. Cabioct mEEt­

i ngs , follow Ed by a Council of M1n1st£rs, •7111 b E hEld 

duri ng thE coming WEEk to d1souee and t o dEcidE upon t h E 

new rEconstructi on program'" • 

WILSON 

WWC:RR 

\ 
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SecrEtary of S tat e , 

Washington, 

GRAY 

Paris 

DatEd NovEmbEr a , 193a 

REc ' d 9 : 45 a ;.m, 

l87a, Novonbtr a , 10 a .~; (SECTION THREE) 

375 

ThE nat announcE!ntnt of an offic i al charactEr wa.s 

givEn to thE p:::-Ess by thE t!i nistry of Fi nancE yEstErday. 

As publ i shEd in LE TEh~S of Novonbtr a it rEads as follows : 

"ThE timE limit of five days which Pnul REynaud al­

lottEd to him for thE EstablishmEnt of a balancE shEEt Ex­

pirEs this EVEning . 

ThE balancE shEEt has bttn complEtEd. 

This EV Ening thE d Ecisions of pri nciplE will bE 

agreEd upon, 

ThE nEXt ftw days will bE dtvottd to thE drafting of 

thE tExts which will rEquirE conversations of a tEchnical 

order principally with PremiEr DaladiEr collEaguEs of thE 

Mini stEr of FinancE and tht specialists in diffErEnt fitlds . 

ThE dtorEE laws will appEar in thE Journal Official 

at thE End of thE wEEk as indicatEd at thE outset, ThE 

datE of thE mEEting of thE cabinEt boa not yEt bEEn fixed ." 
LETEliPS 
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• 2• #1878, · NovEmbEr a,· 10 a , in . (SECTION THREE) 

LE TEMPS adds that it lEarnEd from sourcEs closE 

to thE MinistEr of FinancE that cErtain rumors rElating 

to thE intEnti ons or to dEcisions of thE MinistEr arE 

purEly fantastic and without any basis , END MESSAGE. 

WILSON 

'.'IWC:RR 

376 

\ 
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PARAPBRA81 Or TILIGRAK RIOIIVID 

I'ROJh American labasay, Parte, France 

DlTI: lo.•ber 8 , 1938, ll a .a. 

10.: 18'19 

J'ROK OOOHlWI. 

Thill morning at half-past ele"en I had a talk with 

the Balllt of France. The French etabilization fund by 

that hour had. gained. one million pound.e sterling around 

~78.70. Through the Ch&ee bank it wae acquiring soae 

dollars . 

377 

The French fund g&1Ded. one-quarter mUllen pounds 

yesterday. .t.coord.ing to my friend, this move111ent is still 

mainly by professionals who anticipate that Reynaud in 

hie d.eoree lawe will follow an orthodox and liberal 

policr. In the preae yesterday's rise in French sbaree 

and. rentee ie attributed. t o the saae belief prevailing 

on the market. 
This morning Lazard baa been selling dollars, and 

baa begun covering through sterling which for the moment 

at leaet 1e al&okening the intake of eterling by the 

control . 

WILSO!l. 

J:A:Lft 
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Secretary of State , 

'.Vaahi113ton . 

1300, !1ovEJrb er s , 6 p . m. 

!'LA Ill 

London 

Dated November 8 , 1938 

Rtc ' d 3 :30 p , m, 

POR TREASURY FROM BUTTER"/ORTH, 

Am;wtring the leader of the opposition 's connncnts on 

the King ' s address thE Prim£ Minister r eferred to "the 

cnormoue" British armament programs "thE full cost of 

which WE art not yet in a position to estimate" . 

378 

He also stated "of course, lYE know therE has bEEn a 

certain recession in tradE durinG thE course of thE present 

year but I sec no reason to take a eloomy view of the 

future , The figures that have been published today indicate 

that there 1s a revival of employment to some extent and 

there art other favorable f actors which may I think be 

taken into consi deration such as thE indications of a 

revival of business in the UnitEd Statts of Arr.t r ica which 

must al\Yays vitally and powerfully affect the res t of the 

worl d , 
I have on more than one occasion expressed th£ vi ew 

that the pr inciplE and 9ropcr tunc t1on of the GoVE rnmEnt· 
1n 

\ 
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2- #1300, From Londo N a 6 n, ov, , p ,m, 

in re lation to tradE and employment i s to try and create 

conditions under which indu stry itself could carry on its 

enterprise with confidence and success and it is to that end 

that thE policy of thE Govcrn~Lnt has been consistently 

directed , " After referring to the efficacy of the Ottawa 

and other trade agreements past a:'ld pcndiT~E hE continued: 

"If we look forwa rd wE noticE this i:'ltt rcsting fac t -- that 

thE fall in prima ry commodity prices which pErhaps is the 

I!U).in causE of thE recession VI E havE expE riEnced, bEcausE 

it immedi ately reduces the purchasing power of thE agr i-

cultural countries which art our best customers , has been 

arrested and with thE general casing of pol itical condi­

tions I do not sec why we should not hope that during thE 

coming year the recession which we have had to face this 

year will pass away and bE succeeded by anothe r upward 

turn , I am surE that our industrialists who haVE in 

recent t~nts so enormously i mproved their organization 

wi ll take every opportunity which may present itself to 

them to increasE their enterprisE and to r estore 1f 

possiblE that international tradE 

forward in thE fU turc l ar gEly for 

to which wE must look 

thE resources with 
wt-ich 

379 
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3- #1300 , From London, Nov.B,6p, m, 

which to meet the demands that will bE made on us by 

our defencE programmes . " 

ThE forEign exchangE market has bEEn more acti ve and 

erratic today. The dollar \~ich opened at 4. 76 3/B remained 

steady until the early afternoon when speculative rumors 

apparently originating in Paris btgan circulating on thE 

Continent and in London to the effect that the London gold 

price would bt changEd to bring about a 4.50 sterli ng rate . 

As a result the dollar moved to 1 ,75 3/4 . Holland and 

Switzerland were strong buyers of dollars. 

Of the 195 bars sold at eold fixing at 1455 11 1/20 

only a a~all numbEr were supplied by the British fund which 

gave gold somewhat reluctantly at highcr prices after 

fixine . 
~t French fund on balancE acquired a ~oderatt amount 

of sterling. 

KENNEDY 

HPD 
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PARAl'!IRJ.U or TELIOJWl ~II'Vml 

J'RCih .laerican lllba .. y, Parte, rranoe 

DATI: loYeaber 8, 1938, 8 p,a, 

10.: 1881 

Fl\011. COCBR.t.H, 

A big demand for gold mining eharea deYeloped at 

half-paat one today on eoae r ather intangible r~a~or froa 

London about changing Ule price of gold there. There 

wae bidding for dollar a, and the illlpranion here 1a tha t 

t hey had to be aold by the Britiah coctr ol , The tidj 

turned asa1net the franc in Parte after it had had a good 

forenoon of acquiring aterUng and dollars . The rate 

381 

moved to 178.78, and the French contr ol was selling sterling 

when I talked with the Bank of France at 5:00 o 1olook. 

Today the belga we&Jtened, with the Belgian Prime Minister 

experiencing difficulties in biB Government and opposition 

to hie def lationary polloiee dneloping. Today there 1e 

a report in the press of an ItaUan decree imposing a 

new 7 1/3 percent lBYY on the capital value of coameroial 

and i ndustr i al concerns wboae net yearly profits aaount 

to more than 10 ,ooo lire. 

At noon today at the Kinietry of Finance I had a t alk 

w1 th Rueff. Rueff told .. that the new decree l awa whiob 

are to be issued OYer the weekend ~-to ~sion)~ 1 
courageous constitute the beat prosraa possible in the 

cir cuaatanoea 
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- a -

oirouae'tanoee &114 'thee ehoul4 be a soo4 reoep't!OD of "th•. 

'fhh ancnoon a't balf-pae't f1•• 'the rreooh oon'trol 

tad eol4 !00 ,000 pounde of the 1terl1ng which wa1 acquired 

this morning; profeseionale are relpODaible for the noll 

maY ••n"t. 

DD MISIAGI. 

ll:LII 
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Overseas 
Operator: 

RJJJr: 

o.o.: 
B.MJr: 

H. Merle 
Cochran : 

BMJr: 

C: 

HKJr: 

C: 

HJ.IJr: 

C: 

RIIJr: 

C: 

Bl&Jrl 

C: 

liltJr: 

C: 

Bl&Jr: 

C: 

BIIJr: 

C: 

Tu.ead1.7 
•oveaber 8, 19J8 
9:14 a •• • 

Bello, ltr. ~rsenthau. 

Bello . 

Go ahead. 

Bello. 

Bel.lo . 

Bello. 

Bello, Mr. ~rsentbau. 

Bello , ltr. Secretaey . 

Good 80ming . 

Can you hear me all right? 

Yes . I hear you. 

I saw the red haired friend at 12:45· 

Yes . 

Just before I saw him I bad a visit with the 
aeasenger. 

Yea. 

383 

Ah - the red haired one bad nothing definite to 
sq. 

Yes. 
They welcomed the idea. Be personail)" appreciated 
the magnitude thereof. 

Yes. 
1'h87 would be interested in an arrangement of that 
involving excbllll&e of Uacal 1nfor•t1on. 

Be would what? 
1'11.,- would be interested 1n a sblple arrange.nt 
1nvolrlDC exchan&e of fUcal. - tha~ 1s pa1"\7 

Woraation, -
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C: 
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C: 

RIIJr: 

C: 

384 
- 2 -

Yea, 

- the present nu.ber two plan • •• 

Well now look, Cochran, I wouldn't go into 
thls over the phone. Bello? Bello? 

Yes. 

I 'm afraid to discuss it on the phone. 

Well, then, let me just - I won 't go much turther 
than that . 

Than what? 

The point 1s - I said he was not definite. 
The:Y would like just that one feature 

They'd like what? 

They'd like to have that one teature and nothing 
else. 

I 111 sorry . You ' ll have - I don't get it. 
They'd like what? 

To have some arrangement tor the exchange in 
party information. 

Yes. 
I said, "Well, that's a negotiation or a treaty 

any t1u:e. " 
I'm sorry . I - you'll have to repeat . I don't 
think they - we haven ' t got such a good connection 

today. 

I told hill -

Yes. 
_ a treaty in regard to reciprocal party infor .. -

tion -

Yes. 
_ could be negotiated any time. 
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C: 
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BI&Jr: 

C: 

IDIJrt 

C: 

BI&Jrt 

Ct 

( 

IDIJrt 
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I see. 

'fhat we bad real.l3 discuued that 1D the past 

Yes. 

- and had dedded 1D that direction. 

And it had been t'aTorable. 

Beg pardon? 

That we were favorable. 

Yes. 

Yes . 
I said that that could be handled sepa.ratel;r. 

That ' s r:libt . 

Tb.is tb.ing 1s urgent. 

'fhat' s right . 

I s aid 1! we Yote on this present idea it would 
coYer that 1n a grand way. 

Yes. 
And be said, yes, this was ~a~cb .,re than they 
had eYer asked ot' us . 

I see. 

385 

And I told billl then it was necessary tor the~~ to 
g i Te us sometb.ing definite. 

'fhat ' s rt.cht. 
Bllt particular~ 1! th«1 want ua to talk to SU10D• 
else thq would han to do it soon. 

'fhat ' s r t.cht. 
I t old hila that I bad talked to nu*er two aod 
that the an1wer had come tro• bia. 

yes. 'fhey - th&Y - yes. 

Regraded Uclassified



C: 

lt!Jr: 

t: 

m.tJr: 

C: 

H:lJr: 

c: 
IDJJr: 

C: 

ID!Jr : 

C: 

Ifi!Jr: 

C: 

ffi.!Jr: 

C: 

HMJr: 

C: 

H!.!Jr: 

C: 

• 4-

So he is going to see h1.m this afternoon. 

Yes. 

386 

And will get a memorandum - would be preferable -
or at least reasoning - giving both their ideas . 

(Strange voice interrupts - not understandable) 

Vlell - ah -

And he said that number two \IOuld probably have 
to see number one before that. 

Uh huh. 

And I said, "Well, naturally 

Yes. Well then you really have nothing have -
I mean, they haven•t tol d you a01thing? 

Except that - well , th>t much, that t hey' d like 
t he one feature of it. 

Well , that ' s unimportant. 

What ' s that? 

That is very unimportant. 

yes . That o s just what I sai d . I said t hat "teim 
have been interested in and you can get any e . 

Yes . 

I said 
this will be another party. 

yes . 
I said, "That part iS separat e, isn•t it?" 
leave us out of the loophole . 

Yes . 

1 
said it was just new. And he said, -well, the 

other things are being drawn up." Be said, •They 
are a fine bunch of documents - orthodox, and it'll 
have a good effect.• 
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C: 
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liLIJr : 
London 
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I t ' ll have what? 

Will have a good reception. 

Yes. Well now, what I' m much more interested 
in i s - when you saw the messenger - i s he -
bow does he reel that the t hing is progressing? 

I d i dn 1 t bear you then. 

You sai d you saw the messenger this morning . 

Yes. 

How does he feel the t h ing is progressing? 
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Ylell be basn' t done anything since 1 talked with 
h1m yesterday . 

I see . So be's -

.And I haven't seen him since I went there be­
cause I was afraid it 1 sat a r ound that I 
wouldn' t get out in t i me t o phone you. 

Oh. 

And -

Did you did you see h im today? 

I nave agr eed that I shell press him t or Sunday . 

Yes. 
And he tbouE:At t hat idea which I mentioned the 
other day has probablY been defeated by number -
(line became disconnected. ) 

Hello. Bello. 

Hello . Sorry. 

Hello . 

One moment , please. 
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Overseas 
Oper a tor: 

London 
Operator s 

o.o.: 

L. O.: 

B. llerle 
Cochran: 

London : 

o.o.: 
LOndon: 

0 . 0 . I 

Cochran I 

o.o.: 

LOndon: 

Cochran: 

H11J'r : 

C: 

B11J'r 1 

C: 

BlUr: 

Cl 

B11J'r: 
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What ' s happened, London? B ll e o, London. 

Just a ID011181lt 1 please. I've got DIY party. 

Righto. 

(Long pause} 
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I' m ready again now, lew York. Go ahead, please. 

Bello. Hello. 

Bel.1o, llew York. 

Yes, London. 

I 1 m waiting again 

Thank you. 

Hello. 

(Long pause) 

Bello. 

Just a minute, London, we're getting the party . 
Go ahead, London. 

Go ahead. 

Bello. 

Are we going through London? 

Ah- it ' s seat-private; I asked for the other wq . 

I'm afraid we're through London. 

Well , listen, perhaps I had better see Sf 
.as sanger. 

•ow looki Cochran, will you - look, will you 
listen p ease. Bello. 

Yes. 
low, cochran, I - we'd better .. tt UAtil •• 
baYe so•thin& for.al, you see? 
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Yes. 

When you have it - I mean something definite, see? 

Yes. 

I will be 1n Washington tomorrow. 

Yes . 

And if you get 1\eyth.ing ronal I would put it in 
a regular cable. Bello. 

Yes • . 

I mean a regular State Department cable. 

You would? 

Yes. 

Yes . 

I mean if anything comes now which i s formal -
which puts up a formal proposition I don 1t want 
to take it on the phone - I would take it in a 
regular formal cable. 

I !118an, it 1 s - it will be in­
formal 1n a way - I doubt if they hand it to me -
I think it will just be oral. 

Well, whatever it is - I mean, because I 1a leaving 
here a.t noon - I•m going down t o !lew York and 1

1
11 

get to Washing ton t o110rrow 1110rning. 

Well, would you prefer that I put it "in that other 
special - the way they 

No. Only - ah -

Because I ' ve kept everything away from the other 
people here. 

I see. 
1 •11 1:1 little difticult. But the tbing -

t e a 1s a little embarrassing you see. 

I see. 
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Well, ah - U' i t ' s positive t hen we'll probabl7 
get all of one message and we migh t as well 
send this the other ~. 

Uh huh. 

What do you think? 

Ylel l, I was jus t th inking - ah - because we 're 
on the London phone now. 
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Gosh, what a du iiJIIY. I a sked f or the other direct . 

Yea. 

But t here are cer tain hours t hey won't put you on. 

Uh huh. Well - ah - I tell you; I - I think in 
view of that, what I would do is, I ' ll be in the 
Treasury tomor row morning by nine o • cl ock. 

Yeah. 

And if - if you have anyt hing definite from t hem, 
call me on the phone . 

Ah - call you tomorrow morning - ah - that is your 
time; that will be the same time as I called today -
two o•clock, my time. 

Yeah. 

From t he Treasury. 

If you have something definite. Ah - but there's 
no use calJ.ing me until you bave something 
defini te . 

All right . Fine • 

See? 

But I wanted t o get t h i s much to you before 
you left up there. 

Well , i t reallY doesn't - i t doesn't help any. 

Hello. 
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Yes. 

I mean - ah - ah -

No, it - it i s not final . That - tha t - it 
certainly i s an indication as to how t hey're 
:feeling. 

Yes . Vlell, I gather that - that t hey •re r eally 
working. 

And, ah, it - it may seem that - ah - when - when 
the one goes to consult the other this after noon, 
that ther e ' ll be a change, but we can' t tell. 

Well , I - I ' ll have to wait now, but t hey - or 
rather they 1ll have to wait till I get to the 
Treasury tomorrow morning . 

All r ight . 

Ah - we ' ll be l eaving here - I ' ll leave the f ar m, 
in case you want to get me I ' m here until three 
o ' clock. 

I couldn 1 t do anything t hen, because he won 1 t 
see me before, ah, between seven and eight tonight . 

Plenty of time. Well, t hen, we ' ll l et it go until 
tomorrow morning. 

Fine. 

• 

And - ah - you can call me up and let me know, and -
ah - ah - how iS LlrS. Cochran? 

She's getting on very well; s he - she stood it 
remarkably well. 

Good. 
I was out at nine o'clock. I haven' t seen her since 
then; I•ve been back since noon. 

Just one more question. Is t he messenger ner vous, 
or bow does he feel? 
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Ah, no, he ' s not nervoua only he felt t"•t I 
ought to press • •• ' ·~ 
(Nine minutes . ) 

••• • for something definite, you see? 

I see . 

~~h~\t ~:.-we talked about this idea; he 

Yeah. 

.U I'd .entloned t he other day as having been 
1ntere5tid by 

Yeah. 
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That is as his story' s going out , and then this 
thing coming. 

Yeah. 
And - ah - this - and the messenger thought t hat 
we should not - ah - rule that out . 

Yeah. 
BUt - ah - i t is pretty bard for them to do this 
other t hing right now. I mean, with the politics 

· and so on. 

\ 

Yeah. 
He said he didn' t think we ought to rule this - t ake 

that out. 
Uh huh· Well , I' ll wait now until 1 hear from 
you tomorrow morning. 
But even if I should run into something definite 
tonight, you don't want me to go ahead and cable 

it? 
1 - yes, I think so, because I think it would save 

a lot of time. 
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0. K. If I get something derinite tonight I 
can put it in that special code. 

All right . 

Then I could call you in - Rt t he sixth boar. 

I - I think I would do it t hat way, yes . 

39l 

I-- I t hink so . Ab - if I don ' t have anything 
defin1 te I •11 lus t call you . If I get s0a1eth1n& 
definite I' ll send it in that special code. 

Yeah; that saves tillle. 

Yes, tbat•s easy. 

And - and the can at your ·end is obligi ng, is he? 

and absolutely ~ependeble. 

And· obliging? 

Oh yes . A good friend of mine . 

Ah - t here' s just one person ther e? 

Ah - just one - well, his - his superior officer -
the two of them. 

Yeah. 
Ah - i t's the second man who does it. 

But be does it hieselt'? 

He does i t himself; he 1 s t he best 
And _ and _ ah - I take it that he rather enJoys 

it - what? 
t but he's been tickled 

Well, he's oplY bad the wo, 
to deat h to get in on it. 

Yes. All right . 

So _ ver'Y anxious to help us . 

\ 
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lll right. 

So - then I shan't call until tomor row. 

Right. 

Even though I have something definite . 

All right . 

Ah - the man is her e, and he 's pretty good. 

What's that? 

I sent two cablegr ams just before noon. 

Yes . 
Givi ng t he text of the 9ouple of cozmuniques which 
I had already menti oned to you. 

Yes. 
And t he other , telling that the market was 
f airly strong . 

Good. 
And then we•ve t aken i n t hat cnillion pounds by 
eleven o'clock. 

Fine . 

lll right. 

Right . 

Well , all right , sir. 

Goodbye . 

Goodbye . 

HellO• HellO• 
HellO• 

t hinkS t hey' ll go far . 

Through, vr. Lochhead? 
Ah es· r•ll banS up here . I t~'the SecretarY .tll probablY be calling 

ll 1
,11 go back to ~ own of fice. 

FiDei we , 
A].l. right. 

us now. 
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November 8 , 19~8 

For the Secretary: 

Attached are summaries of telephone conversations 

with Randolph Burgees, John Williams, Jacob Viner, 

tl int1eld Rieffler and Tom K. Smith with respect to the 

possible appointment of Laucblin Currie as economist 

in the Office of the Comptroller of Currency . 

It does not seem feasible to me to appoint Mr. 

Currie as a Deputy Comptroller of the Currency . That 

is an administrative position . I have thought it de­

sirable , as you know, to establish an Economic or 

Research Division 1n the Comptroller's Off ice. Two 

cons~eratione make it difficult: one is the expense 

involved, and the other i s a quest ion of space for 

housing such a division.' 
If we are to have onlY one person on an economic 

staff it would not seem to me that llr . Currie would be 
I 

the one to give us the maxl.m\UII help of the kind we need· 

If we had a staff of t our or more, I t hink it might be 

well enouej:\ to have him ae one of them• 

395 
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I 1alked ~o Randolph Burgeaa about tho possibili~7 ot 

currie t or Director ot Research and StaUaUca in the otrice or the 

ocaptroller. 
llr. Burgess said that 'Oihl.le he reprds Currie as a 

good ataUatic1an he thinlta he has a terr1t1c bias and thiDlta up a 

lot ot craQ' t hi.JI8s. Re sa.id he thoueb~ he could soa so• 'falUe 

111 get~ine hiln ou~ or the 'federal Reaern Board start . 011 tile 

whole , he regards h1Jn as academic a~~d theoret ical and an eco11omic 

reoluae . He is a lit~le bit atreid ot him. 
llr. Burgess aa:rs 

that be 18 able a~~d that wa could do woree. 
He suggest ed a man 

IWiled B. B. Slll1 th, IIOW w1 th tbe New York Stock Exchallgoo 

I talked to 1ohll Willi.,.. about tbe aa:~e matter . Bo aaid 

that he haa a 'fert high op11110il ot Currie ond regards hiJII as ....rull1 

good 
011 11101187 

and banl<in8 atat1at1cs and bow w 1mpron statistic• 

He has 110 reser'fatiOIII e.bout his titlll•• and re-
ill t h11 tieldo 

Ho thini<S , howenr , that •• 
gar4a h1Jn aa a coapatellt techllioian. 

ought t o a ek a tow bankers Whet they t hilll<• 
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Dr. Viner said that i t would bo grend U: we could get 

hill. Ro ie tu1.l or ideas end brilliant. His brillienco 1a 

rated h i gher by Viner t hen hie juclpent. Dr . Viner thinks 

that ho would haTe to haTe one or two or w!e aaai atenta 1r 

ho e~aao end tbat it would ll88ll en outlay or probob]J $40,000 

re~r the Department . 

I te.l.l<od to Mr. Riefflor about the aame thinS• Be 

ne inolinod tG do~t t hat Currie would be interested. Be 

ae.ya that the Comptroller' a ottica baa always been inter­

ested in t-on!c!JI8 problema as auch, rather than in monetary 

probleou which a.ro Currie' o main interest . Be does not 

thinlc tbat Currie 110uld be baPPY in t bo Coaptrollor' s o!tico 

UDleoa he were working on Torr llllCh tho aaae aort or thinS 

tbat Barry 11111te works on tor tho TrooourY· 

would aoen that the eomptrollor' a orr ice 1a !!PinS in t or 

a qui te 41tterent runction then it eTor hao betore . 
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l 

Nonaber 7 , 1938 

I talked to Tom K. Smith in St. Louis and salted b.1Jl lf2t 

he Wld other bankers would think about t he 8111plo;ylll8Dt or IAucbl.iJl 

Currie ea economist for the Comptroller• • orrtoe. lo!r. St!l.th said 

t bat he would t h1nlc t hat Chairman Eccles ia getting a f1Jl8er in the 

Comptroller• a office. Another L!ember of the Federal Resene !!oe.rd 

t ells TOlll that Currie is responsible tor moat ot Eccles' funtlJ' DDtions. 

Three !.!•bare of the Board told h1m ao recently wben they were in St . 

Louie . 

E'fery one will think , according to Tom, t hat . the Comptroller's 

oftioa baa gone completely haywire . He says he C8ll unders t and Ylhy C~rrie 

might want to get away from the Federal Reserve Board becauee l.!r. Smith 

understands that t he Eccles influence ia distinct ly on the do\'111-grade 

and that there are even those who are predicting that he will DDt be 

t here much longer. 
Tom strongly r ecomMnded that v:a get somebod:Y 

alae 1t we get anybody at all . 

Ill addition ur. Sllll.t h told mAl t hat Cbatr=n ECcles is now 

denying that he ever took the position that the Federe.l Reserve Board 

oould not reduoe reserve require~~tenta because ot their need tor 

he de
ntes aver having said that in the evant resorva 

earnJ.ns• and that 

t 
ft---' m1-~t have to aak congress tor an 

requirements ware reduced he ~~ ~ 

appropriation tor axp«nees. 
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·PAlUPHRASJ: or TJ:UGIWl Ri:OIIVED 

J'ROll: American Embassy, Rio de Janeiro 

DATE: November 8 , noon, 1938 

NO . : ass. 

With respect to the telegram of October 19 whioh the 

Federal Reserve Bank sent directly to the Bank of Brazil ' 
regarding the gold plan , reported in my despatch No. 971 

of October 34, the Embassy is now in receipt of a letter 

f r om· tne Bank of Brazil, dated November 4, acknowledging 

receipt of the telegram referred to. The letter contains 

a statement that this matter is now being studied by the 

lUnister of Finance. I am informed by the Director of 

Exohange that the bank would prefer to have all further 

correspondence on this mat ter routed through this Embassy 

or by telegraph. 

I am informed by the Director of Exchange that, in 

399 

anticipat ion of the final approval of thl' plan by the 

Government of Brazil, the bank has accumulated approximately 

a ton of gold for eventual shipment to the Federal Reserve 

Bank of Iew York. 
Will you pleue inform Federal Reserve Bank of !few 

York . 
SOOTTI:lf 

\ 
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HIEA.DOUAitTaM 

~EC~E1 
J'rollla 
to 1 

--~- .. -­........ 
TREASURY DEPARTMENT 

UNITED STATES COAST GUARD 

WASHINGTON 

ll:pagent, llb•ngbel, 0b1Da, 
lleoretarT ot tbt 'l'reaWI7, 

K••eace from Wiaa Jaoobaon. 
~ 

J'ollO'tfil>« h etat•ent ot Oent:nU. BADk with hde:nU. 
Beaern BADk in an account entitled, 1 !be Oent:nU. BAD~~: of OhiDa, 
tor AOCO'IIZ1t the OlttreDCT :R .. •n• :ao.rd.1 1 Oold ....,., .. , 
1,427,012.~, equiftlent to $50,0?0,292.29, Ord1Du7 aocOW>t, 
.. , 847,849.81, or total of $54,918,1~.10 leu due hde:nU. 
:a .. •n• lllulk, Jrew York. OhiJlaaa dollar• 165, 000,000, equivalent 
to $48,487,500, or a balance of $6,430,642. 10, cloae of bnaineea 
lfoT•ber 5. Local Central liNilc ott1o1ala 'O.D&ble to giva an 
accurate etat•.iut of their oTerbQU&ht poeition in all CU1Tenc1 .. , 

\ 
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