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Agriculture 
FDR asks IDLTr t.c see Walle.ce on surplus crops; 

IIIIJr does not feel W&llace has aey pl&nJ 
entire situation discussed at. 9•30 meeting -
11/15/38 .. .••.•. . .•..... . . . .. . ............ 0 • • • • • • • • • 151 

.Airple.nes 
See also War Conditioos 
IIIIJr advises 9•30 group to divest th11111selves of 

airplane stock - ll/lS/38 •••.•••••••••••••••••.••••• 
Alsop-Kintner Articl es 

Oliphant ~orandum on statements i nvolved therein 
(~e Mountain from the Molehill Point of View") -
ll/18/38 t t f t t t t t t t t t t t t t t f t t t t t I t t t I I 0 t t I t I t t o I t t t t t 

Associated Gas and Electric Company 
Hopson, Howard C.: Oliphant a:emor&nd\1111 on report from 

Canadian Inspector of IncoJDe Tax of f&ilure to 
locate books of Hopsoo• s four Newfoundland companies -
ll/17/38 . ... . ....... . ................................ . 
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Bank of America 
HiiJr tells FDR that Securities and Exchange Commission 

is prepared to move on Transamerica- 11/18/38 ••• • •••• 
a) HMJr's note t.c FDR at Cabinet •.•••••.•••••.•••• • • 

IIIIJr thanks Douglas for cooperation of Securities and 
Exchange Commiaaioo- 11/19/38 •••.•.•••••••.••.•. • •• •• 

Budget., 1940 
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<.iaston - 11/17/38 . ................................. · · · · 
Business Conditione 

Haas m81110r&ndiiD on meeting on busineea outlook; present• 
Waite, Seltzer, O'Donnell , llaggit, Haas, Lichtenstein, 
Naess, Andrew, Hayford, Crum, and Roberts - 11/15/38 .•. 
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and on wool export. t.c Russia - . 11/lS/38 • •••••••••• • • • • 
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CollmD.Ull.ty Chest 
Tremaine, in Ithaca, asks ruling on contributions by 

state bnnks- 11/16/38.. ...... . . . . . . . . . . .. . . . . . .. . . 91 
Counterva1ling I>.lties 

Geman;r- Oliphant me:oorandum - ll/23/38.. ....... ... . . 32l 
l) Proposed letter to Secretary of Stete 
2) l:ll.:Jr' s l etter to State and cerorandlm of laiJ 

r eferred to thero1n - l0/31/38 
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Dedication of /.nnox - ll/18/38 
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Great Britain 
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Hopson, Howard c. 
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United States Houstne Authorit;r- Conference on tax-exeapt 
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Lubili-Haaa ••or&lldua1 •Relationship between regular 
el>plQ7aent and IPA rolla• - ll/18/38.. ...... • • • ... .. 229 
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TREASURY DEPARTMENT 

INTER OFJ'ICE COMMUNICA110N 

TO Secretary llorgenthau 

PROM llr. Wlll te 

Subject : Interview with Bewley on dollar-oterling rate. 

!hie f olio contains first a copy of the statement that 
t he group felt you might have bef ore you when ta1k1ng to Bewley. 
The intent wae to include nothing in the atateaent which you 
would not wish the British to ses in t he event you decided to 
read it aloud or pass the notes to Bewley. The statement, ae 
usual, presents a compromise . Some members wiahed to aake it 
a little stiffer and others milder, but all agr eed upon this 
f ormulation as a preliminary draft. It was expected, I believe, 
that you would euppl ement the statement with comments - possibly 
somewhat leee cir cumspect in spots. 

The remainder of t he folio contai ns some ocndensed 
material relating t o pointe which aay arise in your discussion 
with Bewley. The •terial includes only a m1ni.mum amount of 
information and comment necessary to Justify the position you 
would be taking, namely the pressing need for consultation and 

exchallte of informs. t ion and views. 

This material is not an attempt to Justify the view that 
sterling should not go lower. The pros and cone ot that 1eeue 
will be examined in 11 comprehenei ve memorandum which ia now in 
preparation. 
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Mo. 1 

Prel1m1narr Draft of Statement to be presented to Bewle7 either 
orall7 or 1n written fora -- aud supplemented with rour own 
oo 11111ent a. 

(Draft prepared by Viner, Williams, Hansen, Riefler, Goldenweiser, 
Taylor and White, November 10, 1938.) 

We are concerned by the decline in sterling. 

1. This decline if it should continue is likely to raise V 
questions in this country concerning the meaning and usefulness 
of the Triparti te Accord. 

2. We feel there is an important d1fferenc e between a 
moveaent in excmnge rates caused by sustained cmnges in current 
income account at the balance of payment s (i.e., trade, shipping, 
tourist, interest, eto.) and a moveaent caused by capital transfers. 
The former moveaent i .s not necessarily inconsistent with the 
purpose ot the Tripartite Accord, but a decline due to capital 
transfers seems to us much le sa Jus t1f1able and much more likely 
to be inJurious to our trade, to the price structure, and to 
the stability of world currencies in genera.l. 

J. Given a continuance ot the present economic reooverr 
and the increase in Amer loan commodity purcm sea abroad likely 
to acoompanf 1t, we do not at present find in the trade poai- ~ 

tiona of the two coontr1es any a pparent fundamental reason for 
the apprec1a tion of tbe dollar w1 th reference to sterling. More­
over, it appears to ue that there are sUbstantial r easons wh7 a 
decline ot sterling may not be in the Br1 ti eh interests. 

4. We feel that a continued decline may seriously endanger .J 
t he world eoonomlo s i tuation Just at a time men American re­
covery i s tending to oheok t he general decline of trade now 
affecting moat countries. 

5. It seems t o us to be in our mutual interests and en­
tirely in aooord with the ap1r1 t of the Tripart1 te Agreement 
to dlaouaa with rou oapi tal moveae n ts and to endeavor to f orm-
ulate a more definite polio7 with resp!ot to such moveuent and 
to devise mor e effective techniques tor protecting exchanges 
from 1he undesirable influences of such movements. 

6. The seriousness of 1hia problem is increased by the 
tact that eo many of the world curren cies are tied in affect 
to sterling. Because of th1a, movement of sterling with re s!)Bot 
to the dollar means in effect a movement ot world currencie a 
with respect to the dollar, including the currenc ies of countries 
whose international balances, whether on inoome or on cap ital 
aooount, certainl7 do not warrant a fall in their currencies. 

• 
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le. 1 - continued 

- 2 -

7. In dea.Ung with theee quutiou, we find oureelne 
somewhat handicapped b7 the laolr. of intcr•tion ccncerning the j 
ehor t-ter• capital and ~14 poll tion of England correepon41ng 
t o the inforaatlon 'lbioh we collect an4 perio41Call7 publleh 
tor the United Statee, and of informe.tion not publlebed that 
we would be glad to exchange with the adherente of the Tripartite 
Accord. 

Regraded Uclassified



[ 

I~] 

.. 
. . 

Regraded Uclassified



No, 2 

conf idence in the 

The Tripartite Accord baa been widely interpreted in 
this countr y a& an instrument designed to effectively sta­
bilize exchange rates with particular attention to the r e­
lat ionship of the dollar t o sterling. The behavi or of 
sterling in the past f ew months is giving rise to f eeling 
here tha t the effectiveness of the Tripartite Accord is 
weakening. (A table showing tbe course of sterling since 
January 1, 19}8 is ap~ended.) The eucoeeaive deol1nea in 
the French franc did not weaken the confidence of the Ameri can 
people in the effectiveness of the Tr i partite Accord because 
(a) whi le the franc depreciated, sterling, which was eo much 
more important, remained firm; and (b) the declines i n the 
franc were regarded by t he public as due t o weakness in the 
French economic situation and not as an attempt t o obtain · 
a competitive advantage. If now, however, in addition to 
the reoen t declines of the franc , there is added the decline 
ot the whole sterling bloc, t hen the American Congress and 
the Ameri can public will inevitably raise t he question of 
the workability and effeotiveneee of the Tripartite Accord. 

The American public, especially at t his time, will be 
particularly sensiti ve to a changed mone tary r elationship 
which is favorable to England and unfavor able to us. The 
public's sensitivity at this time ls due t o (a) the intense . 
intere at in f oreign affairs as a re aul t of 1tle recent :9011 ti­
cal crises in Europe a nd (b) the trade agreement w1 th England 
involves concessions granted by the United States in r e turn 
tor whi ch we will receive concessions from England, parti­
cularly with r egard t o agr l oul tural com.wodi ties. A decline 
1n sterling, it will ba claimed, will nullify the tariff 
concessions we have ob tained from t he trade agreement and 
make more valuable the oonceaeione we have granted. 

Unless the Ameri can public can be offered an adequate 
e:xplanation t or further decline a in sterling - - an e:xplanation 
which can satiety the American people and Congress that there 
has been a careful evalua tion by the British author! t i es and 
the united States Treasury of all factors concerned in a de­
cline of eterling and that England's greater freedom wit h 
respect to the pri ce of gold 1e not being employed to obtain 
presumed advanta ges at the expense of 1tle United Sto.tee o.nd 
ot currency stabi l i ty -- then both the Accord and the present 
dollar price tor gold are jeopardized. 
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Poupd-do1Jar txoharee ratee - h1Bh and low of each aonth. 1938 

(In ~nte per It) 

High I.-

1938 J~ S01. 062S 498.9375 
Februar7 S03.812S 500.S62s 
lfarch S02. 062s 494.61r7S 

.lprU S01.2500 496.12SO 
llq 499.fr7SO 493. 437S 
June 498.2~ 494.1250 

Jul,y 49S.In2S 491.312S 
Auaust 491.7500 485.3750 
September 485.8125 461.0000 

\ October 482.7500 473.1250 
November!/ 476.62SO 472. fr750 

!I 'lbrcugb No-ber 12, 1938. 
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No. 3 

Br1t11h Pre11 on the Presumed OYerYaluation or Sterling 

1. An examination or the comment on sterling-dollar 
rate1 appearing 1n the British tlnanoial press ever elnoe 
June 1nd1oated a support or the vlew tha t sterling was over­
valued. It seem1 clear t hat the widespread comment in the 
British !1nano1al mediums to the effect that sterling 11 
overvalued, uncppceed as it is by any statement on the part 
ot the Br1t1sh Treasury or the publ1cat1on or any study by 
the Brltieh Treasury, cannot but have been an important 
!actor contributing to the !light or capital !rom England. 

2 . These comments continue with 1ncreas1ng frequency 
and as sterling declined the tone becomes a little more pa.rtlal 
to the view that eterllng would reach l ower levels. Kuoh or 
the comment 1s purported to be baeed on an appraleal or 
t he underlying baelc ! actors whlch 1n t heir opinlo~ just1~ 
!led lower sterling. 

3. Appended are excerpts trom the Br 1 tlsh press indi­
cating a widespread expectancy that sterling might easily 
go lower than the then preva111ng rate. Some or t hem should 
probably be interpreted as eem1-o!!1cially inspired. 
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Ju1y ll, 19)8 ($4.928) - The F1nano1a1 Tinles 

• ••• • • the old parity of $4.866 would today~ an overvalued 

poW1d. On this basis ~4 .6o wuld be ' about r1fht'. 
"This sup,eests thtlt even the recent recover,y in the dollar leaves 

the pound still overvalued •11 

July 16, 1938 ( $4.927) - The Economist 

11It is 1ntinated that on purely econom1c grounds sterline at $4.866 

~rzy be a more natural l evel than $4.90. • 

July 19, 1938 ($4.918) - The Financial !Ips 

"!larket quarters suspect that continental quarters llith large ster­

ling balances are becaning a]j_vo to the manifest undervaluation of the 

dollar in relation to sterling, and foreseeing a prolonged period of 

pressure on the pound, are already removing 1\IDds fraa l<:>ndon to !lew York.• 

Ju1y 20, 19)8 ($4.921) - The Financial lll!'ffs 

11 •• • •• It is reasonable that the Exchange Account should release gold 

to offset the movement of capital , but only if the dollar is 1n equilibrium 

on income account. And that can only be when the dollar rate atands con­

siderably lower than 1 t ttoes toaay •11 

Aueu~t 10, 19)8 ($4.88) ) - The Evening Standard 

"Towards 4 . 50. The view haa often been attributed to our autbori ties 

that the 35.00 to the pound rate seriously overvalues our currency, and 

that a rate nearer 4.50 is more 1n keepine llith the true situation. " 

Aueust l3 , 19)8 ($4.8?2) -The Statist 

" ••••• Perhaps the retreat fran that stabilization level /J..s6-2/V 
had become inevitable by reason of i'lmdA!mental readjustments 1n the bal­

ances of p~ents of the sterlina and dollar areas.• 

\ 
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A~st 1?, 1938 ($4.881) - Tbe Financial News 

"There is at any raw a strong preSUI'I)ption, backed up by the actual 
l)rossure on the pound, that sterling is arervalued.• 

August 20, 1938 ($4.880) - The Statist 

"As regards the dollar , recent experience in the exchange market 
strongly supports tho vieiT that sterline is also over valued in that 
direction." 

AU.:,'USt 26, 1938 ( $4.877) - The Fina!lCial Neg 

• •••.• the firipartiti/ Agreement still prevents the ov~rvaluation 
of sterling against the dollar frau being corrected. • 

August 29 , 1938 ( $4. 8?0) - l'he Financial N01!s 

"· •••• the v:\.01! was gaining ground that, despite the heavy decline 
of the past month or two, the overvaluation of sterling against the 
dollar has not yet boon reGedied and that the authorities will thus in 
tte long nm be forced to penlll.t a further IJUbstantial depreciation.• 

Septeober l , 1938 ($4.854) - The Financial Time!! 

"The theoretical position today thus appears to be rougtlly a.e follows• 
1 . The pound ia overvalued by not quite 15 percent against 
the dollar . 
2. The dollar is overvalued by 15 percent against the 
franc. 
3 . 'lbe pound is overvalued by 30 percent acainst the franc . • 

wept8111ber 6 ' 1938 ( $4.823) - The Financial rue. 

u ••••• the pound might be held to be overvalued by SOCle 10 percont 
and therefore bound, say, for a point 1o the neighborhood of S4.40·" 

"Such probabilities lend powerfUl SuPPort to the views of those 
authorities who l.iJdt their expectation of sterling' s fall to, say, the 
neighborhood of $4. 70. • 
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Septomber 10, 1938 ($4. 811) - The Eeonaniat 

"It fSterll:nJil has indeed been overvalued acainst the dollar eYell 
since Aoerican prices began to fall in the autlr.lll of 1937. A3 a lonll'" 
tem view 1 therefore, and ctuite apart frtn the immediate pressure on Ule 
pound $4 .~2/3 has ceased to be an appropriate rate . On th1a argulllent, 
tile pound's decline below that rate is not competitive depreci ation , 
but quite the reverse ..... • 

September 1?, 193!! ( $4 .81) - The Eeonanist 

" ••.•• in times of rocession , parti culo.r1y in the opening s~s, 

tl.e prina,ry producer is hit worst by a fall in his prices, whereas the 
uanu.facturer finds that he is unable to reduce his prices and so is un­
able to sell his {;Oods. The present overvalua tion of sterling a&ai.'lat 
the d.ollar is, so far as <>n{lland is concerned, nothiilg more than a 
particular thouell str1Jcinc syn~ptcn or this general disease, and so IIIUSt 
be regarcled as one of the necesSar'J and automatic conseC!Uences ot the 
world recession. •• 

October 12, 1938 (e4 .?5) - The Times 

"Those llbo are convinced by the evidence that sterling has bean and 
is ove1-valued - and they are in a oajorit)• - see 1.'1 this movement a 
possible adjustment of the ax.eha.nge value of sterling in accordance with 
our real camereial needs ••••• I t certainly see::IS probable enough that 
the de<::ands of e:x;panded reart:I8Dent 1l'ill tend to increase rather than lower 
the costs and prices of llrit ish goods relatively to those of our competitors . 
And the desirability of a lcr;rer rate for sterling is thus likely to increase 
rather than diminish during the next year or two. 11 

October 24, 1938 ( $4.759) - The Financial T:l.nteo 

"Finally , sterline is certainl.y overvalued at $4. 86, and probably 
overvalued at $4.75." 

October 27, 1938 ($4.?68) -. The Financial limra 

"'!he general view in Londor. is that the L ie still considerably over­
valued against the dollar at its present level.• 
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October Zl , 1938 ($4.768)- Tilt f!ftMe1eJ Tiau 

• ..... The adverse trade poaiticm of the sterling aru ru-a-rla 
America baa be~ another weight on the pow>d, and there is no sipl that 
this infiuence will soon be relaxed. There are thua strong reaacma for 
a relatively low dollar exchant;e rate •• ••• • 

October 31, 1938 ($4.756) - The Financ1a1 Nep:o 

"Evidence of sterlina's overvaluation indeed ia so strcmg todq 
that prospects of a riain& trend 1n the price of gold must fom part 
of the background of ezry invest.:>ent calculations. • 

November 1, 1938 ($4. 7525) - Tl!e Financial. Time• 

• ••••• It is satisfactory to note that further City support waa 
forthcoming yesterday for the opini.on expressed here last Friday that 
the American authorities must by now have realised that it is W¥1eairable 
to attempt to maintain exchanges at uneconomic levels.• 

llovetlber 12, 1938 ( $4.7375) - The Financial llewa 

"llarket circles in London still cline strang~ to the view that 
the British authorities 1l'1ll not agree to de facto or de jure stabili .. -
tion of t he sterling dollar rate at the preaont t.ilne . • 
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Lou of plA 'beou .. ot O!j)ital outtl01r n. luo ot plA duo 
to c!W:ne;oo ii 1 01U'ron't aoooun't1 • 

A clear d11UnoUon .u.t be drawn between the prouuro 
upon oxcbanpo ario1ng troa capital outtlowo, and tho preuuro 
arising troa · ad~eroo balance• on 1 ourrent account•. It io 
important to note tbe diotinct1on not onl:y becaueo the ettecto 
ot the two t7POI ot IIOYOIII8nt d1ttor but becauae the romoq 
called t or in each caoe io troquentl7 different. 

When there il preoeure on the oxcba.ngeo arie1ng troa a 
euata1ned ad~oroe balance of par-onto on current account, an 
alteration in tho exchange rates 111&1 bo neceeear:y to attain 
equilibriua. Alteration• 1n exchange ratea, when neceeeitated 
b7 a &nift in tund ... ntal oconoa1c tactore, are not neceeearil7 
incone1e tent w1 th the terae of the Tr1parti te Accord. 

Outflows of gold which aro alll&ll in comparison with the 
gold holdings of the countr.r in question do not need the 
correcti~e · tactor of a obange in the exchange rate. The out­
flow 1117 be checltod within future JDOntbe b7 untoreeeen cha~ea 
in the general 11tuation or b7 the elow operation of econollio 
toroee wh1oh aro ao111ti .. 1 oet in 110tion b7 the existence ot 
the adveree balance. In an7 caee one of the iaportant ad~an­
tagee ot large gold hold1~e is -to 1110.1te feasible small gold 
loseeo tor a long time without requiring draetio measureo 
which ha~e widespread reperoussione. 

A large looo of gold, induced ohietl7 b7 capital outflow• 
rather tl:an by an adveroe balance of paymento on current ac­
count, ie not liltel:y to be corrected by alteration 1n exchange 
ratee exoept under special o1rcUIIItancee. It 1e neceeea~y to 
stud;y all the c1rouaetancee which aro girtng riee to the out­
flow ot oap1tal before a concluei on can be reached on this 
point. 

When the capital outflow oocuro oh1etly a1 a conoequence 
ot antioipated exchange prot1 t due to an expected decline 1n 
the oountey' 1 curreno1, then the Juotifiable and correct method 
ot cheolting tbat outflow i1 to di1pel the expeotanc:y ot the 
exchange prot it. 

It, howo~er, tbe capital outflow ia taking place becauo1 
ot poUtical in1tabillt7 at ho• and acre attraoti~e oconoa1o 
conditionl abroad, then an alteration in tho exchange r ate mar 
han an ottect contrar7 t o that wh1oh il deo1red and 111&1 1ern 
onl:y to expedite the oaigratiOD ot capital. It a countr.r can­
not wi thotand tho 1011 ot gold occurring under 1uoh o1roua­
stancel, and it thoro il no expectation that pol1t1oal etabil1t:y 
will be root<rod or tho oconoa1c 81tuat1on i .aprond within tho 

near tutlll'l, a oorroct1~• oba.Dp 11&7 bo oallod tor but 1t need 
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not be alteration or tbe exchange· rat e. 

It i s claimed by eome that the net ou tward movement ot 
Brttish cap ital from tbe United Kingdom is due lar~ly to 

the growing belief that present ~rends in the underlying 

basic tao tors Will in the nea r tu ture force a decline in 

sterling. Our studies do not indicate that this belie f ie 

clear ly Justified. It discuseion and analysie leade to the 

Joint oon clus l en that the bas1c factors in the current income 
account or the British balance or payme nts do not Justify a 
decline i n sterling i n the near future, it would be important 

t ha t t h e Bri t1sh Treasury place that conclusion and its suppo rt­

ing analyses bef ore the public. By so doing those t ears which 

are contributing to the outflow or ce,pital would be dispelled. 

This points to the importance o r consults tion in order to 
a scertain whether our vie w i s correct or not. 

The f irst essential task is, therefore, an analysis or 

the Brit ish balance or payments to determine whether the 

los a or gold is due chiefly t o 1teme on current account or 
whether it results ch iefly f rom losses on capital account. 

Arter ha ving determ i ned t he cause and extent or the adverse 
balance, it will be possible to determi ne more intelligently 

whether t he remedy lies in a lower sterling rate or not . 
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balance does not 
o c ear e time. 

1. An examination of such information ae is avail­
able to ue on the British balance of payments does not, 
in our opinion, justify a lower sterling r ate at this time. 

The adverse balance on current account is hardly large 
enough, nor is the trend certain enough, to warrant the 
conclusion that drastic corrective measures such as a 
decline in sterling are called for now. 

We estimate that tor 193g the United Kingdom Will 
have an unfavorable balance of about ~60 million on cur­
rent account. This unfavorable balance will probably be 
made up in the folloWing way: 

Net Net 
Outpayment Inpal!!!ent 

(a) Net i mports of merchandise 
tno and silver 

(b) Net government foreign pay-
4 mente 

(o~ Net shipping i ncome 100 

(d • foreign investment income 210 

(e • receipts from commissions 35 
(t • receipts from other sources ___ 10 

Totals 1n5 355 

The unfavorable balance of ~60 million comparee with 

an unfavorable balance of • 52 million for last year and 
•1g millicn the year before. (Table of balance sheets tor 

previous years is appended.) 

This sum of • 6o million ($2g5 million) must be com­
pared with total British holding s of gold in order to get 

a proper prospective of i ta magnitude. At present the 
British Equali~ation Account hae probably about $3t bil­
lion. An annual lose of $2g5 million with holdings of 
$3,500 oan very easily be sustained for another year or 

two without serious consequences. The present adverse 
balance of payments on •current account• ~.itself hardly 
calla tor lower sterling rates as a means of protecting 
her necessary gold hciUnge. Though v1e ca.nnot estimate with 

\ 
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any degree or acouraoy Bri t1eh balance or pa:y11ents tor 

next year ther e is reason to belieYe that, assuming a c on­

't'filuation ot present trends and stability in the sterll~ 

rate, it will be no more unfavorable in 1939 than in 193g 
and possibly lees. 

We have made the analysis using the official British 

data that is available to us. It is quite possible that 

the intorcation needs to be more ca refully oompiled. In 

faot, numerous competent British authorities t hemselves 

~~ve critici~ed these figures as containing a large element 

ot error. The British Treasury has doubtless attempted 

to make suoh modifica tions and corrections as t hey have 

r egarded warranted by t he facts and t hey have also surely 

compiled a balance or payments tor t he year 193g and pos­

s ibly e~timated t he trend likely to prevail tor 1939. We 

o~ht to know what t heir conclusi ons are so that we could 

compare them with curs to see whether any significant 

difference exists between their estimates a rd ours and it 

eo, how much and why. Here we have an i mportan t exchange 

of information that is highly desirable it there is to be 

any agreecent as to t he s olution ot the problem in hand. 
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Br1t1eb BalaDoe ot International rte 

on Current In- Account 

(In llilliona ot I.e) 

I 1930 I 1931 I 19)2 I 1933 
' l ' l 

Excess imports of 
• erch&ndiee and 
silver (-) 386 

!:etl.Jnated net govern-
sent fore~n payments 
(-) or receipts ( +) 
'# • 19 

Estimated net nat-
i onal. abippillg in-
CCIII8 (+) lOS 

Esti.JI&ted net incCIIII 
troa foreign inl&st-
mente (• ) 220 

!eti.JI&ted net receipts 
trom commissione, 
etc. , (+) 55 

Eetiaated net receipts 
from other eourcee 

<•> :!.~ 

Estimated net •fa'fOr­
able" (• ) or -un­
faTOrable• (- ) balance 

408 287 

• 14 -24 

80 ?0 

1?0 150 

30 25 

lD 1~ 

on current account • 28 - 104 - S1 

263 

- 2 

65 

160 

30 

1Q 

0 

: 1934 : 1935 I 19)6 : 1937 

294 261 34S 443 

• 7 - 2 - 3 - 4 

?0 ?0 as 130 

I 

1?0 185 20S 220 

.30 .30 .30 35 

!Q lD lD 10 

-7 + 32 - 18 - 52 

I 

The aocura07 ot tbeee eetiJaatee bae been eeriouel)< QUIIet.ioned. b 

V,.cw1llan Ca.itt" 011 jHM - and Induet17 rec:wJtliW eti"'OIC17 'J/ tbet 

tbaee f1guree be put on a more exact bade, becaUM • there 1e eo IIUCb 

g~Meuorlc in t'- ae to reoMr u- liable to an 1IDdal7 wide .arPn ot 

ine\'itable error•. w ... rtbeleee the figurea are at ill c...,u.ed in the a1.d 

_, 
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Balance of payments between United States and United Kingdom 

ve . that between United States and British Empire. 

The balance of trade between t he United States and the 

United Kingdom, which is heavily in our favor, is frequently 

cited as an obvious r eason why the Uni ted States bas to be 

lenient in its attitude toward the dol l ar-sterling rate. 

This i s an e l ementar y fallacy In t he first place, 

it is not t he balance of t rade that signifie s, but t he 

balance of ~yments between the t wo countrie s t ha t is 

relevant.ereas we had a favorable balance of tra~e wi th 

the United Kingdom in 1937 of $300 million, t he balance of 

payments -- excluding capi tal - - coming to us wa s only half 

that amount . 

In the Eecond place, i t i s not t he balance of PSTments 

between the United States and United Kingdom which is the 

impor tant factor in this connection; it is the balance of 

payments between the Uni t ed States and t he whol e British 

Empire Though United Kingdom alone owed us on balance of 

current account about $150 mil l i on, t he ba l ance due us in \ 

1937 from t he whole British Empire was negligible It ha• 

been est imated by a competent British wri t e r to have been 

on.ly $24 milli on i n 1937, and t his i ncl udes Canada. With-

out Canada in t he pi cture , t he balance would have been the 

other way; we woul d have bad an unfavorable bal ance of 

about $6o million . Canad.a, after all, is not 1n tbe ster-

ling bloc, and t herefore should not be incl uded in the 

computations f or t~e purpose 1n hand. 

Below is a table of the estimated balance of payments 

between tbe United s tates and various portions of the 

Bri t ish Empire . It is taken from a recent s tudy made by a 

Br1t1sh economist. ( Table attached) 
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Brit1ab-Aaerican Balance or payment•, 1937 

(In $ m1llione . A plus sign indicate• a net balance to the credit, 

a mi nus sign a net balance to the debit , or the United State .) 

: : : . . 
Crown : Total 1 :Canada . Other . Total . • 

Colonie•: Cole. ( l) I: and Dome. &: Brit1eh 
and (2): rs _... 

+29~ -17~ +124 +104 - l~ +210 

- 34 - 34 - 2 .. . - 36 
36 - 15 - 51 -17~ - 2 - 231 

- 5 - 5 - l .l - 16 
- 2~ - 2g - 2~ 

- 50 - 50 +l6o • 15 +125 

- 153 - 15 - 168 - 20 + 2 -U6 

Total . ... +145 -lg9 - 44 • ~4 - 16 + 24 
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Coytariaon of Recent !rade !rends of United States and 
Un ed t1Mdom 

1. !he trend of trade between the United States and the 
United Iingdom is changing. Our exports to the United 
Kingdom, which were 4o percent higher in the first quarter 
ot 1938 compared with 1937, were S percent lower i n t he 
tl'.i_rd quarter of 193S thD.n in the preceding year. Our ·im­
ports from the United Iingdom are still at a lower level 
than last year but the percentage decreases, as compared 
with last year, are growing lees. 

United States E!Eorte to United Kingdom 

(In m1111one of $) 

illi ~ Percent Change 

lst Quarter lM.a 152 . ~ + 41.2 
2nd Quarter 99. 100 . + 1.0 
3rd Quarter 135-2 124.3 8.1 

July a2.1 a2. 2 + o.a 
August 2 .4 1.4 2. 
September 6o.7 50.7 - 16.5 

Unit ed States Imports From United Kingdom 

(In millions ot $) 

illi ~ Percent Change 

let Quarter 5g · a 2~-5 - §it:! 2nd Quarter ~- 2 . 2 
3rd Quarter .9 27.8 39. 

Jul:r 15. 2 7-3 - 52.0 
August 1~.9 10.1 36.~ 
September 1 .a 10.4 29. 

' 
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2. When the total export trade for th1e year is compaz·ed 
with laet year's , United States makes a poorer showing 
than the United Kingdom. British exports during July, 
August and September indicate that the decrease in exports , 
compared with last yer r, ie growing s maller. In contrast , 
export trade for the United States over the same months 
shows that the decrease, over last year ' s figures, i s not 
gr owing smaller. 

let Quarter 
2nd Quarter 
3r4 ~uarter 

July 
August 
Sept ember 

let ~ter 
2nd Quarter 
3rd ~arter 

July 
August 
September 

United Kingdom E!Eorte 

(U1ll1ons of •> 
!2.2I 1938 

139.9 136.7 
151.9 129.5 
153.1 127.2 

~.4 11·2.0 
.2 ~1 . 4 

~9.5 ~3.8 

United States Exports 

(ll1ll i one of $) 

.!2JI 
723 
S24 
8~3 

26S 
278 
297 

~ 

828 
764 
705 

228 

~~ 

Percent Chanlte 

- 2.3 
1~.7 

- 16.9 

- 22.8 
- 15.9 
- 11.5 

Percent CMnge 

+ 1~.~ 7. 
16. 

- 14.9 
- 16.9 
- 17.2 
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:;. Vlhen the import t1gures of the United IC1ngdom and the 
United States are compared no clear pi cture i s obtained. 
The imports of both countri es are substantially lower 
than 1937 , but the per cent age deol1ne compared w1 th last 
year bas been greater tor the United States than t he per­
centage decline t or the Uni ted U.ngdoa. 

United Kingdom I!eorte 

(Liillions of io) 

.!ill ~ Percent Change 

1st Quarter 2 )9 . ) 2lt-5. 6 + 6.6 
2nd Quarter 2~.3 225.6 - 11.3 
)rd ~uarter 2 .o 223.0 14. 2 

July ~~:1 7a-9 
_ 1a.6 

August 7 .1 1 -~ 
September g7 . g 75 .0 14 . 

United States Imeorts 

(lllllions of $) 

.!ill .!ill Percent Change 

1st Quarter g27 ~~ 
- aa. 7 

2nd Quarter 1af 
7.1 

)rd Quarter lt-75 36.2 

July ~~ 
141 - IJ-6.a 

August 166 - 32.5 
September 233 16a - 27 .9 
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Perti nent comments on United States - Uni t ed Ki ngdom trade 

agreement . 

(1) 
t o ra1ee r a 

Year 

193~ 
1935 
1936 
1937 
193! 

Total i tems on 
which duties 
wer e raised 

32 
2! 
22 
s 
5 

Total items on 
which duties 
were 'lowered 

4 
6 
5 

none 

Total dutiable 
items placed on 

t ree lis t 

2 
1 

none 

~ 

In addition, eome adminis t rative orders were issued which 

had the effect of' maki ng dutiable some few items which wer e not 

previously included as dutiable. 

{2) In contrast United States tariff's have been reduced 

on a ~eat number ot Items. Reductions ranging up to 50 per-

cent o the eXIsting t a rltf rates have been made 1hrougb our \ 

trade agreements program. The reductions in duties which 

were embodied in the seventeen t rade agreements signed by the 

United States have been extended t o the British Empire by the 

most- favored- nation treat ies. 

(~) Appended is a summary analysis of the concessions 

grant ed and obtained i n the proposed Agreement. 
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United n ates Trade ~greement 

1. SumMrz or concessions grMted by the United States 

Concessions granted by the United States cover about 88 percent 
of our imports from the Ur>ited Kingdom, Newfoundl.and and the British 
colonies , Approximate:cy 75 peroent of the value of our imports trom 
the United Ki.ngdom is covered br the aareement, about 95 percent of 
the imports trom the British colonies and about 20 percent of the 
imports f r a> Newt·ouno.lana. 

( a ) DuL:a.es are reduced on 400 :a.t.oma. lllport.s of t.ruos.. 1._.. 
froa British areas during 193? 8l.l011Dted to ~3 aill1ons, and 
covered about ll percent of our imports trm these areas. Total 
imports from all countries of tllese i tel>e was about $100 millions 
in 1937. 

(b) Existing rates of duties are bound on 49 ite:ns. Imports 
in 1937 froo British a reas of these items amounted to $~ mil­
lions , and covered about 7 percent of our i 'llports f r <l"l these 
areas . Total imports f rom all countries of these items was 
~bout $100 millions in 1937, 

(c) One hundred and six items are bound on t he free list; im­
ports in 193? of theoe items f r om British areas amounted to 
~355 mil lions, and covered 70 percent of our imports f r= t hese 
areas . Total imports from all countrie:o of these itetls was 
a bout $6oo nilllons 1n 193?. 

l'a1or cla8Ses of items reduced 

Textile machinecy - various trpes 
"".ll'lli ture 
Kaolin or China clay 
Varieties of fish 
L'ustard and mustard seeds 

Cotton yarns and cotton cloths 
(carefUlly r estricted to thread 
counts and trpes of which U.K. 
is t he principal supplier) 

Flax and flax rsm:o 

: :oven fabric:o of flax, her.1p, jute 
vegeteble fibre, except cotton, 
of s elected products and speci­
fied eharaeter1et1ca 

.Yool waste 
',fool products 
Leather and lea ther products 

Percentas e Reduc­
tion of present 
r ate 9l duty 

37 - SO'.C 
3~ 
30% 
SO'.C 

u- 251 

10 - 30% 
25 - SO'.C 

25- ~ 
lO - SO% 
lO - 32% 
17 - SO'.C 

Total U. S. 
Imports in 1937 

( In aUlions) 

$1.2 
1.0 
1 .2 
2.0 
1.4 

6.3 
J,9 

21.0 
6.8 

14.3 
14.5 

' 

Regraded Uclassified



- 2 -

lla.lor i telll.!l bound at present dutiea 

llhiakey. nllll and gin 
Jute woven fabrics 

Bound at $2.50 per gal, 
Bound at 1- per lb, (un­

proces8ed) 

l'a lor itelll.!l bound on the tree list 

Rubber , crude 
Tin 
C9ooa or cacao beans 
Fu.rs and fur ski ns, undres sed 

Tea' 
Copra 
Artistic antiquities, works ot art, etc. 

produced prior to the year 1830 
Diamonds 

Coal tar crude 
Chrome ore or chromite 
Pulp and waste material used for paper makins 
Platinum 
Original paintings, pastels, drawings and ~ketches 

2 . Summary of concessions granted to the United States 

Tote.l U. S, 
Dnporta in 19.37 

(In millions) 

$ ss.o 

41.1 

247.s 
104.) 

52.) 
41.0 

21.4 
17.9 

1s. s 
14.) 

10,0 
7.) 
7.2 
s.9 
4.s 

The concessi ons granted to the United States cover about 62 per-
cent of the total value ot our exports to the United KiiiSdOI!l, llew:found.l&nd 
and t he British colonies. Reductions in duty wre secured on about 
12 percent ot the total value of our exports to these countries 1 and 
SO percent o.r the trade is coventd by bindinge against increaeu in 
duty or bindings on t he .fnte list. Binding of the present tari.ff status 
is considered as being important to the United States because i t modi­
fies or reverses the policy foilolred by the United Kingdom 1n reoant 
yeara of granted preferences 1n duties to British oolonies and domi­
nions , The fol.l.olrin& are considered aa being iaportant eoncusiona 
granted to US& 

(a) '!be granting ot !nte ently ot wheat ( there is a 4 . 8 parent 
ad valorem prete.rential. duty against United States wheat now) 
and lard, 

(b) Increased quota on hama , 

(c) Reductions 1n duties on rice, apples , and other treah mel 
e&DD8d truita, 

\ 
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(d) Conceesiona on l111ber which will permit increased voll88 
of exports to the United 11:111gdom. 

(e) Raductiona in dutie s on Dllleroue llachineey and Apparatus 
itetts, such ae oftice machinery, tn>&wdters, retripr atore, 
etc. !lost of these reductions are from 20 percent ad valor. 
to 15 percent . Patent leather dut7 1e reduced free 15 per cent 
to ?! percent ad valorem and duties on items or paper unutao­
tures are reduced. 

(f) The duty on automobUes is bound at existing levels. 

.. 
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Ooano of -u. aaneDCieo ot- .&up.\ 1, 1~)8 

!tie \Ulo w- .... - lvp • ponloD of tile •dol 
m: =-... followol .-u.,..-

( Iu v. a. ---~ UDi\ of fonlp _,_) 

Cooa'-7 

llldW~• !INN 491-5000 472·~ - ,.a 

Bollrla lloli"->o 5·00 3·50 - ,o.o 
SpaiA 1\o- J·7500 5-1000 -ll.i 
J.r .... \111& 

,.....,.., .10 23·30 - 10. 
u.-"-• ? o., '12·~70 31·~ - ~-,..,. Sol 22 . 20. - .1 

u~ 
,.. .. ,. .. t:·50 ~:~ 

- e.a 
Orup.y ?o., ·7016 - ,.a ,_ .,_ 2-~ - 4-2 .... Zaol., - m- 3'18· - 4-2 
stralh 11\U-h llo1lv 57·3625 55·0000 - 4-1 

..... lo ... Dolt.. ~:~ ~-4'387 - 4·0 
BrUhl> Iuolie ...,.. 35-3!,60 - H 
)'l1llM4 - 2-1 

~:! - H 
SwoUD ~- 25 ·~ - 3 ·~ 
.Ailotnll& - ~1 . 3· - 21-~~ 21-~ - 3·a 

Tc 28. 27·~ , .a 
~ ... Jt: - ,.a - ~:~ 3·a 
~ -%0 . 3 - 3-6 

• 
~~··F-•l 16.'j281 T- 15-~ - 3-5 

locuc~G 4·4433 4-~ - 3·5 

~-~ -· 7·25 7·00 - 3·5 
r.,.ol..,l& ll~ 2 -~75 2-~ - 1-7 
l otl>orlauolo Qullolor 54· 33 54· - 1·3 

Swl~-1-
,......, ;:2$ 22-~ - 1.1 

c.o.4a Dollv ~.2167 - 0.5 
Caoclooolo-..lda loND& H 3-4337 - 0-5 
Balprla LeY 1.~ 1.~ - 0.2 

~ ? - 19· 19.6250 - 0.2 

Zloty 1a.a)OC} 1a.7Y.fJ - 0.2 
Offioiel ,.., 5-1716 5-l'JOO - 0.1 
:~>p>npo., ... 0000 4-0000 ,.... ,. .. ~-00 49-00 
Pe.-, .l8oo 57·1500 + 1-7 

?o., ~-~ ~-~ 
Llr& 1~:oo 5· 
Q1aohal 100.00 
Boll..v 3!,·50 3!,·50 
l!olp 16.9025 16.9116 + 0.1 

Kllnh 5·1l54D 5-8625 + 0.1 
Lou -~ ·7300 + 0.1 
su ..... ,. .. 20-~ 20-75 + 1-7 
?ooo 19· 333 20.1)00 + 1-5 

,....- 40·171a 40·~ - "·3 
Cn41\- a·oo 4· - ·4 
Bop-- 1 ·45 17-~ - 2-7 
laic'' ..n: 4-13 4-91 + 1a., 
-1\loo - .. . 1a 1t.~ • 9·z 

~- 1!P 3· 
.... .uk 19-1a 18.49 3·6 
!ra.-.1- 21-49 20-92 - 2-7 
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No. 10 

Bueineee Conditione in the United Ki ngdom 

Summar y Stat ement 

There seems to be a growing reeling in England 
that the recession has reached its low poi nt and that 
business conditions will improve in the coming months. 
The most recent business sta~ietice may be interoreted 
as i ndica ting that the recee~1on has been halted. in 
1ts downward course, but tne ipdexes do not , on t he 
whole , indioete an upturn as ye t. 

The recovery in the United States is considered 
to be the most 1mp, rtant t !lotor presaging an upturn 
1n England, and i t ie the major tao t or on whi ch 
optimists in England baee the i r claims. 

Appended are the most recent indexes or busi ness 
activity 1n the United' K1ngdom that are avai lable to us. 

' 
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Dlde;es of Business Activitx 1n the United KincdOD 

1 . Industrial production. '11le Board of Trade index of industrial 
production for the second quarter waa down almost 10 percent on the 
firs t quarter of 1938 and more than 10 percent on the second quarter 
of 1937. 

!in 
lst quarter 
2nd " 
3rd • 
4th • 

10'>8 
1st quarter 
2nd • 

Board of Trade Index of 
Industrial Production 

131.3 
1.33. 8 
1.30. 4 
1.36. 6 

a. !ron and steel. 1'1hile seasonal upSYring in steel production 
continues - it rose from 658, 900 tons in All&llst to 754,700 tons \ 
in September - September 1938 production is 35 percent less than 
September 1937, and the production of steel in the third quarter 
of this year is 34. 7 percent below the third quarter of 1937· 

Crude Steel Production 
(In thousnnd tons) 

1937 1938 Percent 
Chanm 

lst quarter 3, 105 3, 255 • 4-8 
2nd • 3, 234 2, 673 - 17.3 
3rd • 3, 210 2,fYJ7 - 34· 7 
4th • 3, 417 

'nle nine months output of steel for 1938 1a 15. 6 percent less 
than during the same period of last year. Since the armament 
program probably entailed heavier demands for steel in 1938, 
it is likely that steel production for civil and export pur­
poses declined much sharper proportionately than total steel 
production . 

October figures shovr a fUrther increase. Steel production 
rose to 854,000 tons, an increase of 12.3 percent over Septemll6r 
and the highest since J.!a;y, thoue:h it was nlll about 25 percent 
less than October 1937. 

Pig iron production reached the lowest level of the year 1n 
Septecber 1938J 430, 000 tona. Production in October waa IP/,t.OO 
tone, which is tbe first increue eince JUly, tbeu&h again still 
39 percent below October of last year. 
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b. Shipbn11511ng. At the end of tbe third quarter of 1938 
there were on!¥ 885,481 tons in construction as compared 
wi. th over a million tons in the previous quarter and alJnost 
1,200,000 tons in the corresponding quarter of 1937. Tonnage 
of vessels commenced shows an even sharper drop . Vessels 
commenced tota1ed only 8? ,463 tons at the end of the third 
quarter as compared with 156,970 tons in the second quarter 
and 218,557 tons in the third quarter of 1937. It is re­
ported that 46 percent of the shipbuilding yards are naw 
empty, These figures include construction of ships for the 
British Admiralty. 

c . Buil !l'n g plans apProved. Building plans approved totaled 
f:h,877,000 in Septanber as compared with f:h,302 , 000 in August­
a l ess than normal seasonal increase. Compared with September 
of 1937, there is a drop in building plans approved of over 
25 percent. 

d . Automobiles , An estimate by The Statist based on :figures \ 
for the fir11t nine months of the year showed that automobile 
production will be 12 percent less this year than in 1937. 

2 . Une!!IJ?lo:vment. The number unemployed in September 1938 tot aled 
1 ,728 ,000, an increase of 30,000 over the previous month and an in­
crease of 33? 1 000 over September l ast year . The total number of regis­
tered er.lj)loyed in September was 11,380, 000, a deerease of 20 ,ooo compared 
with August 1938 and of 310,000 compared with September 1937. 

However, Chamberlain indicated, in a steter.tent reported by cable 
yesterday, that the figures to be published that day, l which are not yet 
available to us) would indicate a revival of emplo;yment. 

The rise in. unemplo)ment seems to have been greatest in iron and 
steel and textil e industries, i .e., the industries 11bich are most ad­
versely affected by a decli!le in exports . There had already been a 
heavy concentration of unemployment in the textile industries before the 
present recession set in . 

3 . Foreifl!! trade . The UJU'avorable balance of trade in the second and 
third quarter of 1938 is less than the unf'avorable balance in the same 
quarters of 1937. Export3 are running about 15 percent less than last 
year, and imports, particular!¥ of rtttt materials , are lJ percent lower 
than last year. 
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·united ltingdoa - Forei&n Trade 

!xporte or Retained Import 
u. K. ,qoode Imports Balance 

ill1 
let quarter 121.1 

(In lllilliona or powlds) 

211.2 90.1 
2nd quarter 130.1 232.4 102.3 
3rd " 134.4 239. 6 105.2 
4th " 135.9 271.4 135.5 

~ 
1st • 120.9 229.4 108.5 
2nd " 112.3 2fT1.3 95.0 
3rd • 113 . 5 208.0 94.5 

The favorable balance or United States trade with Un.ited Kinzdom 
remained at high levels. Our exports to United Kil\gdom are running leea 
than last yvnr, and our imports !rom United Kin-dan are almost halt or 
t he la vel or last year. 

United States trade with Un1 ted Kin!l!!om 

Export 
Exports Imports !!ala nee 

(In millions of dollars) 

!221 
l et quarter 108.1 58.1 50.0 
2nd " 99. 3 53.4 45.9 
3rd • 135.2 45.9 89.3 
4th • 191.8 44.6 147.2 

ill!! 
·1St " 152. 9 27.5 125.4 
2nd " 100. 4 24.2 76.2 
3rd " 124.3 27. 8 96. 5 

4. Trend of prices, The Board or Trade wholesale price index !or 
September was 98.4, a drop of 11, 5 percent compared with Septmeber 1937. 
Reuter's index of sensitive CO!IIIIodity prices, which t ell sharplY at the 
beginning or Sept ember, and then rose as the prospects of war increased, 
is now back to the low lavels prevai.lina at the begillning or September. 

• 
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·lihUe the Board ot Trade wbol.esale price index has fallen U . S pel'­
cent in the last year, coet ot lirlng index hsa fallen only three pointe, 
f rom 158 in September 193? to 1.55 1n Septalllber 1.938. 

s. Retail. trade. The Bank of England index of retail. sales was l.ll 1n 
August , 1.938 but increased to 1.20 1n September 1.938. '!be ""'ney nl'WI ot 
the total daily sal.es reported tor September 1938 was sl:lghtl.y hiflber than 
for September 1.937. 

6. New capitel. issues. New capital issues, excluding conversions, were 
I.21.8 mil.lion dur ing the nine mont.he of 1938, canpared with I. 4ll milli ons 
in the sane period of 1937. 

9 lllOOt.bs of 1.937 
9 Donths ot 1938 

IJ . K • 

351. 
1.67 

l.!ritiah Empire 
excluding IJ .K, 

57 
48 

Fore:lgn 
Countriee 

2 
3 

All except 1.20 m1llion ot the I.218 million new issues of 1938 were \ 
i ssued in the first halt of the year . 

7. Security prices. The index ot 56 industrial stocks has undergone sharp 
fl.uctuati ons in the last two months. It reached a l"" of 91. 2 on September 
28, recovered b;y Septomber 30 to 104. 5, but since then has shown a tendenc:r 
to sag. The index as ot Jlove:;,ber 9 was 102.1. 

Conaol s el.so underwent strong fluctuation 1n spite of the tact that 
tor a f ew days before September 28 t he marl<et was bein,g regulated. 2i per­
cent con sol s were down t o 65 on September ::6. They then recovered to 
74-1/4 by September 30. Since then they have been f alling and on November 9 
were quoted at 72- 7/16 . The market t or government aecur i ties ie somewhat 
nervous, faced as it is with t he prospect ot new government issues tor the 
armament progr am, 

8. Government revenues and expenditure. Tot al ordinarY revenue for the 
six months e nding September JOth was IJQ6.2 llil.Uons , a decline ot 1.2. 7 mll­
Uon on 1.937. Expenditure rose from W 3.3 to 1.51.0 .3 1n the a""'e period, 
while t..lu> defi ci t t or the first six mon the of t he current tis cal. year ie 
1.166.3, ccmpared with 1.98.5 during the s- period l.ast year. In addition 
to this deficit IIWi t be added arsa.ent expenditures fra!l the National De­
fense loan, budgeted t or 1.112 million for the whol.e of this fiscal )'8&r. 
The amount $pent eo far this 78&r hse not been reported . 
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United States and Uni ted Kingdom wholesale prices - foreign 
exchange aspects or international competitive oosition 
comoared. 

The table on the following page c ontains the indexes 
of foreign exchange - whol esale price relationships for the 
United States and for the United Kingdom. There are t hree 
various me t hods of weighting as indict-.ted in the tables . 
Though t he indexes vary somewhat according to the method or 
weighting, the y all show t P.a t t he situa tion from t h e point 
of view of foreign exchange - wholesele pri ces has become 
less favorable for the United States since February 193g. 
The average of t he indexes arrived at by the use or var ying 
systems of weights dropped from 113 in February 193g to 
106 in October 193g . This is to be contrasted with an in­
crease in t he index for United ·Kingdom of from 9g to 104 
during t he se.me period. 

In so far as exchange rates and wholesale price indexes 
are an indication of the a ltered intern~tional competitive 
position of each country with respect t o its foreign markets , 
our calculations show that the situa tion for tb! Uni t ed 
States is becomi ng substantially and steadily less favorable 
while tha t for the United Kingdom i s becoming substantially 
and s teadily more favorable . 

Of course, the exchange rate - wholesale price relation­
shi ps show only one aspect of the picture. Nonetheless, it 
is an important aspect, and one t hnt casts s erious doubt on the 
validity of the claim t hat a lower sterling rate is called 
for. 

There are also appended two other t ables - one showing 
the so-called • purchasing - power-parity• between the l eading 
countries end the United States and a eimile r table between 
the leading countries and the United Kingdom . Though these 
indexes are much lese significant than the ones referred to 
above, they are the ones which are frequent ly employed to 
demonstrate undervalue.tion or overva luat i on of currencies. 
The se figures indicate in general that this aspect of the 
interna tional competitive situati on of the leading foreign 
countries is growing more favorable rela t ive t o the United 
States. Despite t he ir limited si gnificance , these indexes 
constitute additional evidence to support our c ontention. 

These l atter indexes are not included because of t he ir 
r eal importance; they are included only because they are 
frequently used by others as being importan t -- much more 
important than we think they are . 
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ID4UlU or J'orei.p hcbazl&e - 1'boleea1e Price RelaUoDeb1pe 
!or tbe Ul11 ted Statee &lid !or tbe Ul11 ted 11QO!oa 

(11e1&ht•d (a) b7 laporte, (b) b7 E~orte , 
(c) b7 total World laporte, aD4 (d ) br 

aa Anrace of tbe three 11e1&hte) 

(1936 • 100) 

Ul11ted Stat .. I I 
Ul11 ted lint;doa 

- 11orl4 
; lapor t ; lxpor t 

I 'll'orld I I 

1 Iaport :Average : . Import 1 lzport 1 lcport : • ••race 
: 'll'e ighh 1 

11e1&hh I 'll'ei5!!te : 11e1ghh 1 Wetchte 
1 'll'e1~t• I • 

1936 100,0 100,0 100,0 100,0 100.0 100.0 100,0 100,0 

1937 
l.Qiq 109.4 94.4 96. 11 lepteaber 101,6 105.2 103,0 91.7 

Ootober 105.7 111.1 103, 2 106.7 94.4 103,0 91.2 96.2 
loYeaber 106.9 113, 2 105. 2 10&. 4 94.6 ~·6 91.6 96.6 
De-ber 108,9 115. 1 107.0 110, 3 94.7 .3 92. 1 97.0 

1931 
104.0 Jtaaar)' 110.6 117.2 108,3 112,0 94.6 91.9 96.s 

Jebrtaar7 112, 2 118,0 109.1 113. 1 95.4 105,0 92.9 97.S 
llaroh 111,0 116,0 107. 6 111. 5 96.0 105.6 ~·1 98. 4 
.April 112. 6 116,0 108, 2 112,3 96.5 lo6. 1 . 3 99.0 

lla;r 110, 5 115.0 107. 6 111,0 96.6 1o6. 6 94.4 97.2 
J \1.118 110, 2 113.9 106.~ 110.3 97.6 107. 5 95.6 100, 2 
hlr 108,7 112. 5 105. 108.9 98. 2 108.7 96. 1 10~.0 
~t 107. 9 111, 6 105.2 108, 2 99.4 109.4 97. 1 102.0 

ISepteaber 106,1 109.8 103.} 106,4 101, 0 111, 2 99.1 ~.s 
Ootober 105.9 109.4 102.9 106, 1 101.6 111.5 99. 5 , 2 

lor expl&Aatiou aD4 DOtee, ••• .tppeD41z. 
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Ta~le X 

ID4e'UI of "Purcbui~-Po'ftr~&rit;y" between Lea41~ 
Countrieo aDd the United Stateo for Sel ected Wontbe 

of 1937 and 19}8 

(1936 • 100) 

12l~ 12li 12l8 
1 .I.Terye :Se)!teaber : Deeeaber llarch Juae S!l!taabn 

UllUed. 11JI&do• 100. 0 92.3 88.4 89. 1 91,1 96.4 
O&nada 100. 0 94.8 91.2 88. 7 91.1 97.5 
J'ruce 100, 0 122,4 118.6 125;1 132. 5 138. 7 
It&l;r 100. 0 125.1 111,2 111.5 106.8 106,1 
Chiaa 100. 0 90.7 78. 4 81, 1 114, 4 110.6 

• Japu 100, 0 90.0 82.7 77. 9 76.2 78.7 
Belclu 100,0 92.9 89. 9 90. 2 90. 4 91. 8 
JleiiiiAl'lt 100. 0 94. 3 88.1 89. 7 91. 9 ~·1 .. t~rl&Ddo 100,0 105.1 99.1 99.8 100. 7 .s 
GerUD;r 100, 0 106.5 100,1 97.1 95. 7 96.4 

lud.lx of lbo1 .. &le Prlceo ln the United Stat .. 
:hr.&la1 lll4ex of &l8o&ie Pric .. ln Secoll4 Countr7 X IDd.ex of Rate of Jorden b~ Oil Sacoll4 CcNntr;r -

ln llew York 

.1. d.ecllne in the lDd.ex 11141cat .. pr .. uMb1;r a 1 ... faTorab1e co..,atitln poelUOD of the countr;r 
cited. ralat1Te1;r t o the United. Statal 'a p@·t ·•t ' ;. 

J.A lllcraaoa 1n the 1D4ex 1D41catee pre~NA&b1;r a 110re f&Tor&b1e co~~petlti'l'e poeltlon of the countr;r 
cited. relatinl;r to the United. Statao • 
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lndo:ne of "Purchu1ng-Power-Par1 ty• between leading 
Countri6o aDd the United Kingdow tor Select ed Wontho 

of 1937 aDd 1938 

(1936 = 100) 

12i~ 12i1 12i8 
.lTerye :Se11teaber : Deceab8r JU.rch Juno :Se11teaber 

United Stat .. 100.0 108.5 113.3 111. 9 109. 8 103.7 
CenMe 100. 0 102.8 1oa.2 99. 5 100. 0 101. 2 
J'raace 100.0 132. 8 13 . 4 14o. 2 145.5 144.0 

Gera&IQ' 100. 0 115.5 113. 3 109. 0 105.0 100.0 
Japan 100.0 97. 7 93o7 87. 3 83.7 81.7 
Belciua 100.0 100.7 101.8 101.1 99.3 95.3 

Swihorlalld 100.0 1}3.3 130.4 128.2 125. 3 121.8 
It~ 100. 0 135.6 125. 9 124. 7 117. 3 110. 1 
Deaaarll: 100. 0 102. 3 99. 7 100. 6 100. 9 99.3 

J'or.Ua Index of lholeaale Pricee in the United IUD£d011 X Index of Bate of hcha!!ge of POWida 1D tone of Dollara 
1 Index of lho1oaale Pricea in Second Count17 Index of ll&te of lxchange of ~rancy of Second Countr:r 

in toru of Dollara 

J. decline in the index indioataa praiiUII&bl;r a laaa f&Yorab1a C011p41i1i1YI poa1i1on of the oount17 cited 
ralatiYil;r to tho United IUD£d .. ,' ' tb ?' Riel, 

J.n bcrl&le b. the illdex indioataa praauaabl;r a aore faTorab1o COIIJ)at1t1Ye poai tion of the eount17 eit14 
rolative1;r to tho United IUngdoa,IE ' 'l 1 1 ' •·e , 
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No. 12 

Informati on we Would Like to get from the British 

In g eneral we would like to learn the criterion, or 
criteria, by Which the British Treasury is guided in its 
decisions with respect to the sterling price of gold. 
Does t he British Treasury wish to achieve a lower sterling 
rate? How much gold does it regard as r easonable to lose 
before permitting t he price of gold to riae one penny? Do 
they intend t o permit sterling to rise as gold flows in i n 
the same proportion as they let it fall when gold was flow­
ing out? If t he outflow of gold from England to France is 
the consequence of the improved situation which we have all 
been eager to promote, would an outflow of gold from London 
t o Franc~ be regarded as justification for fUrther declines 
of ster ling with reference to the dolla r? 

It is probably too much to expect comprehensive answers 
from the British on the above questions even if they can 
give them and I think their technicians ca.n . Yet these 
questions do not go beyond the er irit of the Tripartite 
Accord. 

We would also like to have such of the following infor­
JlliJ.t ion as is available t o the British Treasury . In all cases 
the inform~tion for which we are asking is either now avail­
able t o t he British Treaslilf.y or we Y/ould be glad to supply 
such i nformation as we have that is not now available. 

1. The loss or gold sustained by the E~ual1 zati on 
Fund by weeks during the past thrPe months and the 
amount the Fund contains now. 

2. Eetii!IB.te of the amount of gold in hoards 1n England 
and the amount estimated as added to the hoer ds since 
August 1 , 193g. 

3. Amount of gold earmarked in the United Kingdom for 
f oreign account. 

~. Information with respect to the forei gn short- t erm 
banking fUnds now held in the London market broken down 
by leading countries, and changes which have occurred 
since August 1. 

5. British short-term funds held in foreign countries 
other than the United States, classified by lead1ng 
oountr1es . 
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6. lolontl'.l;r or quarterl:r figures abow1ng aecur1t:r 
transactions 1n t he London m9rket tor account ot 
tcre1gnere 1n Br1t1ah domestic aecur1t1ea and tor­
e1gn eecur1t1ee. 

1. Oont1dent1al estimate ot the Br1t1ah balance ot 
payments tor 193g a a drawn up by the Br1t1ah Treasury. 

g. Their pos1t1on on fo rward exchange of leading cur­
reno1ee. 
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Not Capital ~oveccnts 

(In millions of dollars) 

1 From Dec. 29, 1937 : 
to 

Oct. 26. 19'38 

From July 20, 1938 1 
to 1 Week end1.ag 

Oct, 26. 19'38 I Qet, 19, 19J8 
t Week .vl1ng 
a Oct . 26. 1938 

llet flow c! cepite.l consisting ot1 Inf'low 249· 3 Inf'low 649· 4 Intlow 105.9 Intlow 22. 1 
l . Jenk'ng timdl 

(a) Change in balances of foreign 
central banks and goverments with 
tbe Federal Resern Bank of N.Y. 

(b) Cbange in all other ahort--tena 
bal.aDcea (110s~ pr1 nte fUnds) 

2. Net aecurit7 trlnSaCt.icma 
(a ) Domestic aecur1t1ea 
(b) Foreign securities 

3 • Brokerage be.ltnces 

Net Mcurity transactions reported by 
the S,E,C, 

Adcl.1 t1011 to monetary gold stock, ll/31/37 
to 10/28/38 

Net joJ.d iaporta through October 28, 1938 

Net Nlaoose of gold held under eanoark tor 
torei.BD account ll/29/37 to 10/26/38 

Inf'low 167.7 In!larr 620. 0 Inflow 94· 4 Intlow 13·3 

Outflow 47. 5 Inf'low 83· 4 Outtlow . 7 Inflow l5. 5 

Inf'low 215. 2 Inf'low 536. 6 Intlow 95.~ Ollt.tlow 2. 2 

Inf'low 7). 0 Inf'low 
Inflow 19.1 In!low 
In!law 53·9 Inflow 

35. 4 Innotr ll. 6 Intloor 9. 9 
23.5 Inflaw 8. 7 Intlow u .s 
ll.9 Innotr 2.9 Outflow 1 .9 

In!law a.a Outflow 5.8 Outflow . Q4 Outflow 1. 0 

Oct. 20 to 26 Oct. 26 to Nov. 8 
Intlow .a Intlow • 7 

+ 1,507.8 
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November 15, 1938• 

M E M 0 R A N D U M 

Re : Sterling r ate Gnd 
British trade agreement . 

Yesterday at lUF_Cp .X gave the President a col'y of the 
t alK between Bolton(~~~~ke that took place at 10 :30 . I 
said to the President, "I thought you ought to know this in 
view of the proximity of our signing the British trade trer.ty . " 
I said, 11!.!y own feeling is tha t I •o like to wsit until the 
British trade treaty is signed, because it means so much t o 
Mr. Bull; but we •re wntchi ng i t from day to day and the drop 
which took place t oday and their attitude is very serious .• 
I said, "I don 't want you to feel tba.t in any s ense I •m 
;mtting you on notice, but I do want your advice as to how 
I can put the Jtate bepartment on notice ." 

~o he said , "Let me keep the memor andum ." 

Then I explained to him tha t tht! treaty was worked out 
on the basis of cr ound 4 . 93 and now it was 4-?0. Be sai d , •v:ell , bow l oov do you think 1 t cLn go before it really hurts 
us, because so f~r our import-export business hasn't f allen 
off ." 

I said, "No, but that (sterUng) falls off sloiVly 
(at f irst) , but it gains momentum very r r.pidly and it's very 
oifficult to stop." 

So h10 suid , "Well, Just ho11 low can the pound go before it (trade) drops?• 

I said , "Well , we •ve been doing a lot of work on it . • 
I said, "Very confidentially , it might go to 4.60 or it might 
even go to f our dollars and a half Nithout hurting us; but I 
don ' t want to soy that to anybody else . Vie don' t know. But 
1ve•ve done a lot of work on it." 

So he said, "VIell, now about the Canadian dollar? 
isn't affected." 

I said, "Not particularly . But from a competition 
standpoint," I s aid, "for example, it might help the Swedes 
to have a low sterling - they might get a distinct trade 
advantage where the English mightn ' t - or some other country 
in the s terling area . 11 I s aid, "Furthermore, the sterling 
area does approximately one- third of the world ' s business . • 
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So t he President said, •Very much between us• - be 

said, "I'd like to sign it.• He said, "I ca.n •t ge t a trade 

treaty with ~anada unless I get one with ~ngland , ana I very 

rAuch wunt one with Canada . • And he sa i d , "If you ' 11 tell me 

tnat the Canodian dollar i s all right, l et ' s l et this thing 

go ." J.nd ne said, •We'll s ign th& British trade treaty, but 

when we sign it - and at the time of signing we ' 11 put the 

Br 1 tish on notice." 

Then, much to cy surprise, Taylor phoned me at a 

quarter t o seven l as t night, and it seemed that immediately 

af ter the four o ' c l ock meeting the President sent for Nr. 

Sayre ana asked him about this whole sterling business and 
put Sayre on notice, and told Sayr e to put the British on 

not ice; and we • 1 1 get the details from Taylor . Taylor asked 

me whetner I was at the bottom of t his . I sai d , why, yes, 

3 

but I hadn ' t asked the President t o do any t hing . And he said, 

well , he t ole Sayre -he, Taylor, told Sayr e tha t my attitude 

was thc. t I wanted t o wait before doing anything until the 

British trade trea ty wss signed, I didn't wont to interfere . 

H. M.Jr. 

(Following dictated by Yr. Taylor:) 

lir . Sayre called me over about a qWir t er or five l as t 

night and s&ia that he had something that he'd appreciate if 

I ' d come over for , but it was so important that he didn ' t 

want t o tell me ~bout it on the telephone . I went over to 

his office, and he and Hawkins and Pasvol sky were there . Mr. 

Sayre sai d that the President had called him over, called his 

a ttent ion to the sterling rates, and said that ae was very 

seri ously disturbed "bout it, und asked Sayr e what he would do 

if the rete, for example, went t o 4.55 on the day thBt the 

trade treaty Nas s 1gned . • 

Ill' . Sc.yre was apparently asking for my advice as to 

what to do . I aescribed t o him what had happened in the 

marke t today, that the pressure had come largely from the 

conver sion of sterling into francs: repatria tion; told him 

the amount of business thot had been done, but a lso said 

tnat t nere were a great many r umor s going on, such as that 

there was a figure of 4 . 50 contained 1n the trade agreement; 

t hat we had had a great many inquiries over the pas t few days 

and quite a few of them today ubout the same rumor; and that 

until those r umors were s topped, which could probably only 

t ake place oct UAlly at the time that the trade treaty was 
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published, we didn ' t know very much wllat t o do a bout it. 

hnd lle asked me what could be done about i t , and I 
said, "Naturally, the British cen bold tile thing, unless i t 
get s co~pletely out of hand . If tt gets completely out of 
aand, nay , there isn 1 t money enough in the stabilize tion fund 
t o do it, on account of_ the l arge amount of f oreign balances 
that tney nuve there . " I said, "Hol'fever, that ' s - if they 
really Hant to try, l'fhy , they probably can . The other thing 
tha t could be done is that He - thut we do it and they -say, 
' Al l right, ' or a oombinttion of t hose t wo ." 

Btl tnen Wbnteo t o know about seeing the Br iti sh 
hCbassador, and I sai a , Hell , I f elt tlla t that would be 
certainly a gree&bie to us as it came up in connection with 
the trade treaty, and the President had spoken t o him in 
connecti:m .vith the tro.oe tree ty ; but that we woula be 
r a ther reluctant t o ao it ~t tats time unless they asked us 
t o, because your (B.M. Jr) feeling was t hat you wished to have 
a l ong conversat ion with t he British af t er the trade treat y \ 
WE.s signed . dowever, if, having t lllAed to the Briti sh 
Ambassador , who in turn would na turall y be asked tog et the 
Brit i sh on the other side to make a statement in connect ion 
with denying the f nc t tha t there was any exchange cbuse in 
t he agreement - I me&n any s~ecific mention of a figure in 
tne agreement - wczy , Ne ' a see .vhat h&ppened, und tha t, having 
seen what hbppened, if t:tey 1v1 :shea us to take it up dth the 
British t hrough t notber channel, why, I sai d naturally I 
thought ~e would be glad t o do so but tnn t that was entirely 
u~ to you ana tn&t I wa s merely g i vi ng them as f ur ~s the 
trude treaty part of it bOY sugges tions which I coula &ive . 

de went t o see the British Ambessador last night . He 
nent t here right a fter I left . 
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( R~ FORbiGN EXCHANGE DEVELOPMENTS November 15, 1938 . 
9 :15 a . m. !"resent : 

H •• t . Jr : 

White : 

H. A! .Jr: 

l4r. White 
dr. Lochhead 
llr . 1'ay lor 

Now, I told Taylor - he called me up - I told him 
I ' d dictate tnis for my diary - said that he ' d be 
here . I can' t wait for him . 

(Following material hus also been transcribed 
separ a tely ln memorandum form, includins t hat 
dictat ed by Wr . Taylor on pages 3 and 4J 

Yesterday a t lunch I gave tpe President a copy of 
the t alk between Boltod"a"na Knoke tnat took place 
a t 10: 30 . I said to the President, "I t hought you 
ought to .mow this in view of the proximity of our 
signing the British trade treaty·" I said, "II:Y O\":'Il 
feeling is that I 1d l ike to wait until the British 
trade treaty is signed, because it means so much to 
Mr. Hull . But we ' re watching it from day to doy 
and the drop which took pluce today and their atti­
tude ls very serious . " I said, "I don• t want you 
to feel that i .n any s ense I ' m putting you on notice, 
but I ao .vent your advice &S to how l can put the 
State Department on notice." 

So he said, "Let me keep the memorandum . " lie said -
tnen I expldned t o hiw that the treaty was worked 
out on the basis of around 4 .93 and now it wos 4. 10 . 

He said , "Well , how low do you think i t can go before 
it really hurts us; because so far our import-export 
business hasn ' t fallen off . " 

I s aid , •No, but that falls off slo\;ly, because 1t 
(sterling rate drop) gains momentum very rapidly and 
it's very difficult to stop . " 

Do you agree with me, Barry? 

Yes . 

So be said, 11Well, just how lo.v can the pound go 
before it {trade) drops?• ... 

\ 
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I said, "Well, we 've been doing a lot of work on 
it . " I said, "Very confidentially, it might go to 
4 .60 or i t might even go to four dollars and a 
half without even hurting ; but I don' t want to say 
that t o anybody else . We don ' t know, but," I sai d , 
"we •ve done a lot of work on it." 

So he said, "Well , aow about tne Canadian dollar ?" 
So he s~id , "That isn1 t affected . " 

I saia , "Not particularly, but , • I s aid, "from a 
competition standpoint," I said, "for example, 
it might help the Swedes t o have a low sterling. 
They might get a distinct trade advantage , where 
the bnglish mightn' t; or some other countr y in the 
sterling area . • 

I sa i d, "Furthermore, the sterling area does 
approximately one- third of the wonld•s business.• 
I'm using Dorothy Thompson's figures . 

That ' s r oughly • ••• 

I said ap~roximately . 

So t he Presi dent sai d , "Very much between us. · " -
he said, "I'd like to sign i t. " Be said, "I can 1t 
get a t r ade treaty with Canada unless I get one with 
England, end I v ery much want one with Canada . " And 
he sai d, "If you will tell me that the Canadian 
dollar is all right," he said, •let's let this thing 
go and we ' ll sign the British trade treaty, but when 
we sign them and at the time of signing we' ll put the 
British on notice . • 

7 

Then, much t o my surpris~ Taylor phoned me at quarter 
t o seven last night, aDd it seemed immedi ately aft er 
the four o ' clock meet ing the Presi dent sent for ~r. 
Sayre and asxed him about this whole sterling business 
and put Sayre on noti ce, and told Sayre to put t he 
British on notice; and we 111 get the details from 
Taylor. 

Taylor asked me whether I was at the bottom of this. 
I said , ~by, yes, but I hadn ' t asked the President 
to do anything. And he s aid , well , be told Sayre -
he, Taylor , told Sayre that my attitude was tha t I 
wanted to wait befor e doing anything until the British 
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H.1A .Jr: 

8 

-3-

trade treaty was signed, I didn't want t o interfere . 

(Taylor comes in) 

(On phone) Bello . Kiss Chauncey on the phone . 

Tell Taylor just, Archie, v ery briefly what •••• 

(On phone) The letter l wrote Mr . Bull, o letter 
for warding a memor andWJI from Oliphant. 

The British delegation have made another l as t 
minute request to change some of the terms of the 
Hgr eement of a mi nor - r &tber minor importance. 
But tha t they have a sked us a bout; I won ' t r a i se 
the question, because i t 1 s t oo minor, but it' s 
interesting to know. 

Do you (Taylor ) want t o tell the boy now? You got 
what I did ••• 

Yes . 

• • • with the President . And do you want t o tell him 
of your conversation? 

Tbylor: Yes . 

!Lr . Sayre called me over about quarter of five last 
night end s&id that he had something that he'd 
appr eciate if I came over for , but it was so impor­
tant that he didn' t want t o tell me about it on the 
telephone. I went over to his office, snd be and 
Hawkins and Pasvolsky were there. Mr . Sayre said 
that the President had called him over, called 
his attention to the sterling r at es, and said tha t 
he was very s eriously disturbed about it, and asked 
Sayre what he would do i f the r ates, for example, 
went to 4 . 55 on the day that the trade treaty was 
signed. 

Kr. Sayre was apparently asking for my advice a s to 
what t o do . I described to him what had happened 
in the market· today; tha t the pressure had come 
largely f r om the conversion of sterling into francs, 
repatria tion; told him the amount of business that 
had been done, but also said that there were a great 
maJIY r umors soi ng on, such as that there was a fisure 
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of 4 . 50 contained 1n the trade agreement; that we had 
had a great many inquiries over the past few days 
and ~uite a few of them today about the same rumor, 
and that until those rumors were stopped, which could 
prob&bly only take place actually at the time that 
the trade treaty was published, we didn ' t knoN ~ry 
much wha t to do about it . 

~nd he a sked me what could be done about it, and I 
said, "No turally 1 the British can hold the thing 
unless it get s completely out of hand . If it gets 
com~letely out of hand, why, there isn ' t money enough 
in the stabilizat i on fund to do it, on account of 
the l ar ge amount of foreign balances that they have 
there . • I said, hosevar, tha t if they really want to 
try, wny, t hey pr obably can; tha t the other thing that 
could be done i s tha t He do it and they said "All 
right,• or a coobination of those two. 

lie then wanted to kno ,v about seeing the British \ 
A.nbassactor a nd I said, ;~ell, I f elt that that would 
be certainly agreeable to us as it came up in con­
nection '11th the trade trecty, and the Pr esident had 
spoken to him in connection with the trade trea ty; 
but tha t we would be r a ther reluctant t o do it at 
tnis time unless tney asked us t o, because your 
feeling w&s that y-:>u wished to have a long conver­
s a ti.)n with tne British after tne trade treaty '"as 
signed . However, if, having talked to the British 
Ambassador , who in turn would n&turally be usked to 
get the British on the other side to make a sthtement 
in connectLm witn denying the f 11ct th&t th1.re was 
any exchange clause in the agreement - I mean any 
specific mention of a figure in the agreement - why , 
we ' d see what hap,>ened, and tha t , ht.ving seen what 
happened, if t hey wished us t o take it up with the 
British through another caannel, 11hy, I said natur­
ally I thought we would be glad t o do so, but tha t 
that Has entirely up to you and that I was merely 
giving them, as far as the trade treaty pert of it, 
any suggestions which I could g ive . 

Well, did you gather he would or 'lfould not see the 
British Ambassador? 

Oh, he went to see ttim l ust night . He went there 
right after I • ••. 
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Well, would you ask him to let me have a copy of the 
memorandum which he undoubtedly made of his conver­
sation with the British Ambassador? I'd like - because 
the State Department does that; I ' d like t o have that . 

Yes. 

You s ee? 'Nba t he did and what he said . I'd like a 
copy of that memor andum . 

' Be 'Hent right over there aft er I left. 

( -.uoting from attached clipping) "Of ficials Expect 
Anglo Trade Pact To Bolster Pound ." This is the 
Wall Street Journal. "No Devaluation Provision in 
0 . S. Treaty . Announcement Due Thursday . As 
t he British pound sank yesterday under the heaviest 
selling wave since the Septe~ber war scare, it was 
stat ed on the highest authority in Washington that 
the forthcoming Anglo-American t r ade agreement would 
contain no provision for devalustion of sterling . 
Rumors of such acti on ha ve agitated for eign exchange 
markets for some time past . • 

Now where does that come from? 

1hey put out a leak there yesterday evening . 

But that ' s not for me; tba t• s State Department. 

State Uepartment leak . 

'Nell, that ' s that. 

Then- "French Decrees ..... Reaction of the 
f oreign exchange market and the Bourse to the new 
decree laws promulgat ed o ver t he week-end was very 
favorable . - • •• French Treasury bills were in 
strong demand . n 

Now, one other tning before this other group comes 
in. In this envelope t o me - it's significant bow 
i t ~as addr essed, so keep i t - at one o ' clock, Wr. 
Hamilton, of the Far Bast Division of the St at e 
Depart ment, delivered t o me a two-page memoran­
dum •••• (this deals with another subJect ­
transcribed separ ately). 
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Me11101anJvm ol Conversation 
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l nl.led oa the Bntllb Allbu1ado~ 'lft7 Wonall7 
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Officials Expect 
Anglo Trade Pact 
To Bolster Pound 
Sterling Dropped in Markets 
"~ Yesterday-No Devaluation 

Provision in U. S. Treaty 

Announcement Due Thur~day 

M U.e BriU.-h pourld w.nk )'etW.rdaf uttdu u.e 
tleevle.t 1118111111« n''' a;lnt41 the september 
M·ar IIC!IlN, It "''N ltAte4 Olt lite hiSbHt au• 
.. Grlty Ia W a1ltln(t011 that Ule (OrlJlCOm.lllf 
A.a(t .. AmuiclaR Lr&de •r~•t •'OuY cea­
talll N pro,·W.• for dlenl..aUoa of •wtla&· 
Jtwn.n of Mdll .ell .. ka\'e ac-U ... ted forelp 
axdMa.c• maf'tt;e.b far ...,... u.a. ,.., aad 
eoatrlltuttllll ••1aatu.Ja:r to tile •'flakMM ta Ute....... " 

h-. other ... ,., tac..,.._ c.&I'IIMIIM t. ,-ee.ter­
._,., ~ .. I I ..... WUtll dMHi 1a llle: 
s ... York ...,.kec at.._,. 1-11. .. 1 ~II .. 
1M MJ't ( I ) fMI' ttr..t t"e uU-s..r.tk .. ,. 
11onak .. Gt:,..., ............ '-PIII'"IW. 
aar ,.akt ltf A•l'~ eMpt...U..: Ct) 
lioN.,-, ~U•r .t w'terll•l' ..,. pure..._ or 
tn..ltH ~~ .....__.. llltb8b .. • rnult " ' 

tuorabh ~MrpnttaU.a of ...,. DaladleT C.lll­
~~et•• IM'W 4100 ... Mte detrtoH. 

h t • Tlt l W•W. lt111H .IOIIIU.f,l. WII•Afll•t ......... . 
W AeHlNOTON - HJ,cb Adm.lnYtraUoft oll\· 

elal• bope tb&t attnou.nume.nt or an Analo­
Ame.rlca.n LNdo .,rotmtnt.--upotcle<l by Tbu.ra­
day ot tbla wull- w111 have 1. at.&bllldnc- elrecl 
upon the pound •uruna whl~h h,. bun •Upplllc 
badJ)' ,,. term.. of dollar& 

U' w u t t.alad on uetJJt.nt auUaorit)' hr. 
lUt Allht that tht ttal Of tht put wiU coo 
M ~ao me.ntkm ot JDODtt&O' m1.tlu• otbt. 
Ulan t.tt. Ul\1&1 "~Mta,pt .. cJa\LM where.bJ coaee 
II1Ma ..,,. M cuetUed ill tht aw.nt of &bnonll.aJ 
11 wt6t u cHna• e uctuaUona. 'I!Llll •tate.mbt 
decuaaJlJ ~ ot rte\IIT&nt rumora lbat 01. 
tr&dt pac:L wouW prcwkk for tvrt.bu dev&IV.a­

tlaa ot UN pouH. 
At Ole I&IIM Ua~ot. a.ll'blJ ptaud oCiktatl 

t lllpbutaed lhat dl~ brtU.Wd lk u. S.·Btttlall 
&(fttmc.at W'IU 1M a ttr~ f&e:W to U.. 
txi.IUA& lri·parUt• IDCifttl.al7 a.ec.wd betw-e.u ~ 
Uftlted StAtu. Cru t Bl'ltaln and FraAce. 
WMdltal Cac. ... p Slh..,UO. 

oeew. btr• are p .. tq eo:c.tant auuUon 
to tM tortlp ucJu.na• tlt~o~&UOo.. a.t!d It ta t. 
d~at.cl that lA Ult tVt.al tht pubUution ot tb 
trade &Jfttmt.it taUt to utt ptNiurt on W 
pound. aomt otbt.r 14tu atl&bt lit brou1bt lnto 
pi•>' to ,..u.ve the attua uon. 

fllo f11 u ean brt .. ctr\alned he,., no oal.clal 
word of any ch•na• l.n tbt rtlaUoN!hlp ln tb• 
doll.ar u<i pound In tortlln excban1• Ia contem· 
plated b)' J..cmdon. Ptnlalr.nt namort Of a de· 
vaJu•Uon of tht pound lO l4.10 a.H not takeA 
.. noua17 ll)' waahlnrt.on. 

n e Wu ldn&ton opiJdon ta baaed upcm t 
lmport&llt c.oMidtraUtna: 

1. U t. alated btA Orut Britain •tuda 
tOM CDOf't ~ aht wUI l&ia by a devaJua 
btcaUM ot t.ba ated to IN7 abroad tor btl' anu. 
••n t Pf'OI'"A. 

t. ProbaWJ .. ,. '-pet't..&n\. a 4n'al 
by Crt-at B:t'IW:. -.ld Uut COWll.r'lb 
c~lu are DOW Uecl lO u.e poul!ld to wt~ 
dr&W ba.LUcU ftOCil l..oOQ4on 1ft t.Yor 01 
oc.blr cun•oeJ, lllJNylOI probabt7 th.l.t O.e 
w al&tt.t 14 t .M aJumaUq. 

atenta.ry ot tM Tre:awry Mot"ltDUiau at 
n.JUiar tt-wH1tl)' pr ... c:Oftlenntt yute 

,.,...,, r•r" co pt~6• ; , eotwm• 4 

Anglo Trade Pact 
- tC.'MlHNH .IN* hit ,..,.,_ 

ll&ttd U.&t .. ...,.. .......... f'ted ..... "' IL1m 
IJ'OCD Grut 8ntabl ot UJ d.aq-e 111 u.. pouad. 
U. l\u1laer tta.te4 tbt. tal f'rudrl rt"f'&l'IM.tloll 
oC pad lloWla.r• .,., a. --..Uc matter and 
wou1d. not taterten wtUI ~ o,..ra.uoo ot u... 
ttt·partJtt arrw•••~ t· 
Heaviest Selling Since 
War Scare Hits Pound 

8ttr1Jnr d•eiJnM )ltattrd.t.y u.nder tbt buvt~ 
••t t t.IUnr wave to awttp over t.h.t tortlp u_. 

chance marlttt alnet tht INroptan war atare 
lo September. 

lluvlcll f OJd JONU b)' BriU1h a.uthoriUtl 
alftu tha t p411iod were ln41eated u l&r&t oftkl&J 
buyln&' ord.en tor tlt.rUnr wert l.lu'own iato the 
marktte boll! btte ud abroad to • le.m U14 tall 
ot the Britl.ab pound. 

Pour tacton were htJd n.apon&lbJe tor the 
ater1lrl& "'--t: 

1. J"ut ~~ btlltl tMt, UW. 1a.tNt UU· 
Sem!Uc ~ iA O.rmu7 .Ut ClOOtiav.aAet: 
et tAt ... ,,.._...,. polk)' ot Prtma K..ltl.illter 
CU.brtr!abt &I-t ........... 

2. Puatauot ...,.rl&. ta.rrt11 tr.. Ole 0cm 
UMnt. wtt.IQ ..,,.. .-t..~ la l.ooMoa. 
tateJOrlcaUJ dul.le4 iA Waah!.qtoo, that uae 
ur~n~ « Ole AJlC$0-A, .. rkaa tr&de trqt7 ww 
conta.J.n a .lllbltlllu. ltv•J ot &I'OWld Ito$~ 
•-hkb '-'• poctOcl wm not be &Uowed to l&ll-lt 
not .o.rne tOrt ot atabUJ&&tloG at U..t ltYtL 
FrtOeh a..,-......,.._ Fk&er 

3. Con•idtr•lll• .. utar of l lerllll&' lAd bu.J· 
l:n& ot fraoca "r Fr~ch lntuull durlftl' the 

omLnr, lollowt.J\f ~IIOUQ.UMc.nt ot t.be decree 
WL 
Euly monslnr e.abl•e trom London and P...V 

are contu•lnl' •• ratt l wert r.cel"td IMwll\r 
u bJJb .., U .7tK In t.ondoa and aa low u 
lt,72\4 In Parle. The rnar)let opened hera a.t 
u.n~ . Wblth lattr proved to be tbe .b!&'h tor 
the day • .o~ down co •uo 1--11 IU'Id cto.ed at 
IU'l 1· 11 fot a net ION of 1 1a..11 etnt&. 

So heavy wu tilt atUinl' preuu.re tllat l,bt 
Amerteaa •taWU&atto. t \I.Od wu tweed to In• 
t e."'m• m U.t moralnr . 1'bt t\UI4 we.. t 
to lowe.r Ill Wd NYfNI 1JaHI eo 
..,.. 1M "t'CIIwu. na.1A t. unuu.&l ....._lldt. 
~ ucka .. ua la tor 8riU.. aut.a.onU.. 
COIItt'OI UM -.a.t11tt eo a., &I ~ b 
wtllt. .u.tntaa avUiorttiH ~ Ia U' 
lzl tlw! alt~ ~.,.. 

UDCC!klal utlaatta lftdlc&ted tNt Ulle Am 
cu a·~.bllluUon 1'\lftd '*'rlbl •t 1..,1 .0:.000..: 
a.t! lilftu.tU&ily l;ar1e IJDOW'I1 t Ot' Ulla m.atktt. 
Brftllb ~trol. It I• bellevH, a.llaOt''Md 
erably more whldrl llldJU.tt1 l&fJt odklal 1 
1-L 

In addltloll. otactal rtpott• .tlowtd 
U. 700,000 r old _... t~&(fd In f:"nJland 
terda)' tor ahlpmtnt to New York on prl" 
a.ecount, the larreat taktnr for &J\)' one d 
alnee Lbt war C1"11tl U.~ed &nraa:ement 
$100,000 from HoUud alto w•• announud. 

'fhe loeal matktt. pl-.ctd. puOcular empb 
upoc Ult poUtk&.l r.pt.rcuuJont ari1tor trom 
Jtw'S.Ib pttOKUtl-.. tn OtrD~oa~~,f. 1bt obtta.cle 
wlakla U o«trt to Cbamllt-rla.ln'a appoe&Hm.ut 
prorr"" m.MM re&nauatat ta lln.l:ltlld mutt 
lit a.cceletat.t4 aUU t\ln.btr aM ln """' ol lhe 
cu:~at bt:aYJ dddt ta Jlrlt.WL conmmu~t &c.• 

count. ud alate ot Btll&lrl .. ~ ot lnt.,.. 
ulJoft&l ,..,. .. "' ~it -.._u. .w1 be&Yiu 
~ upc. Ull• ,...,. •t•tf..llll Ia wor14 ...,., ..... 

Cabted a4'fk•a ,.,._ LIM ~ CCM I ,_, 
lkftt ot 'I'U Wall lti'Mt JQIII'e&l dow.. that 
~ Loftdoll COII(Vn la Ul1t "'"' aM 1t ...... 
aoc.ect U.re Ual U.. .._'liut Mlllftr cute trom 
London t ueU'. ,-

-

-·-
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French Decrees. ·- -- . -----
Viewed Favorably; 
Capital Returns 
Sterling Sold Througliout Day 

- Rentes Active and Higlier 
On Bourse 

Labor's Reaction Is Awaited 

B y C UA.I.LEI R. HA.IOAOYa 
PAfU$-R.uc.tlon o1 the tortJ.p u cba.a(t 

market and the 8ow'M to the a.ew d.eeree .... 
promuJcated over the wH.lt....cl .,.. ¥U1 favor­
a~ The JU..tlu:t ao&4 aUrUn.c throuPout lba­
day and tbe Frmch Exc:JiaA.It COntrol ls uU· 
mated to ba-.e acquired u.ooo.ooo Lo u,ooo.-
000. Pk.IXL!wu on forward atttt!nl' auk to 
around ao &nd 200 ce.nUmu tor on• and t.hrM 
mont.b.a. 

I 

Early aalea of dollara In t.ondoD were a.a.o \ 
attrlbuted to re:pall'laUon ot French b&Jt.ncea via 
London and It wu nottd tha t. whtll theae I 
ceued, t.ht doUar calned lmmtdl&tely on ate,.. 
llnJ under ae.IUn& or t\trllnJ from. ED&Ua.b.. 
American and other ueounu. 

The decree tawa aboU..b virtually all rem· 
nantl of ~ r\l:ld and. compullory j O-bour week I 
&nd repu.l covunm«nt coouot ot wboleu.Je 1114 
tndwt:rlal prlc:u.. ret.ai.D.1ft.c reWI pric. controL. 
~ver. Eat.raordiAary IU"'U.Dlt.nt exptDdlture 
will be banced. by toau. Ad41UOUJ dlm:t aZ&4 
tndlreet t&Xea are pro¥lded. OruUc re4uetlon 
tn awolle.n rovemment ud r&Uwa.y pel'IIOMeJ u 
planMCI. 
T rtMury anta Stro•c 

i'rencll Tnuury bllll wert ln ttronr demand 
).fond•Y· &xpeca tlon prenl11 that ll'rt.ncb c.a.pt­
t a.l wiJI conLlnut to return and to product u 
appred•ble che:apenlnf' of tbort a.nd tb.tn lonr 
term money ratea. Tbe tal.\' oa on. rear ~ 
Ul')' bonda waa red~ to '",., tro.m. ' "' durln.l 
Ule momlna ancl It Ia Ullely Lhat the ditoowlt 
nu ot the BaD.k ot n.nee and OM "ftoeUury 
bW n.t• .m be towtl't'd MIOft. 

TtM IDal:ft aeU-.ttr oa UN aour- ,... trt. 
1\«ntu .n-. n.. or 1 to 1\16 tta4~ • .,.. ,.. 
Uten4. on. 1120 redee~Dabhl roun ..,._,.. up 
t .ao tTUU owlllc" to the dlaet,paUOft ot ,..,.. ol 
w 1pena1.on Of annual clrawtn(:l alLd the 11~ a• 
c.b&np parant.ee.d t 'l wue up 6.t0 trance ow· 
inc to tllelr rett.OraUon lnto t.be cat•rory ot 
Ma.rtr eecu:rtUea. 

rrtneh eq\d.Uu .,,,. ftrm, ••P+C~&lly Bank 
ot rranct ahara, wtillt lnttmaUoaala wer. 
WMlc. 

The 10~t anaounctd Olen wW bl ao 

turtllar - ·- - , .. opel · ­· ud. otiM:r ......w. ID'I'OlYIA& nw ~tuN 
ww ......... tt.od .. 11M _..., ...--.. 

15 

IA.bo,.t a.euo. Awattedl 
Lt.bor'1 ruc.Uon to l.he atr11 taw1 Ia 

awaited bote wtlb lnt.e.rut but the Labor rtd· 
•ration. which Ia holdlnc lt. annual Con&'r'­
haa not ytt determined upou IC. atUtude. Jt " 
ctrtaln to prote1t the 4luJ 1>Urde.a wbleb tLu 
been lAld upoa th& worke.ra, lncludlq' upedally 
the t ptd&l 2~ l.:neome t.u: levy ca _.., .. wttb· 
out bulo ~Uonl o:r at.Umtnt&. 

Hlt.btrt.o. armuaJ .., .. up to 10.000 frua; 
bad 'M«o atm.pt wbDe tlM t.u oo u.e MCOnd 
.... ll>oUoand lwl ..... onlJ ·~ - aetu&IIJ, 
owt.na' to f...Uy and other dedUCUOn~t tht vu t 
majority ot workua ueaped entirely. 

nt workera art alto hJt hard by an ave,.,. 
u~ lncrtaN lD eoft'ee. aurar. wtnt, tobacco and 
I'UOilnt tuu ud wbway a.od omnlbul taru. 

NevtrLbeliN oppo.ltion to lht ftiUJ Uld ao­
clal ntorm.a t• not expected to be . l ttlout ll 
Reynaud'l pla.n brings capilal bome ud etJmu. 
lalu bUIIJ\taa which reg11le.ted a dJ.IUnct rt• 
vtval ln «rtaln bHtLebu. IAclucU.ta.c tutJJ• 
durlaJ Ocl<lbor. ..... ........ r..-... 

£etlmata tor lhe 1831 UUon.al ud local 
budJ'tLI lD. f"raalee: prior to the a.,...ud p1.t.a 
.._ lOW upeMlturu ot UT,OOO,OOO­
t ........ 

ftl1 ll made up u foUowa: TIM lt.&U'a or­
dl.a.Ary bud.ael a.oeoWlll tor 64i.MO,OOO,OOO tranc• 
and utraordlnaey expendlturea 29,600,000.000 
trance ot whlcb 25000,000,000 are for a.rmamt..at. 
In addJUon a.re \1,.500,000,000 tt&Act tor tbe 
ltn.ktnr fund. 2f.OOO,OOO,OOO franc1 tor local cov• 
trmtnll. o.eoo,ooo,ooo franc• tor publlo work• 
wblJt tbt railroad dt.Aell will call for &.000,000,• 
000 ftll:ICI more. 

Ordinary budttl rev~ut.l ot the Malt '" 
uUmated at $$.000,000,000 ~ whlla tlnk· 
~ l\lnd will bri:IJ In T,:IOO,OOO,OOO and l«aa 
N:VUUitl &f\ Mtfm.a.ted at 22.000,000,000 true._ 
o:- a total rewaue.. ataU cd 1oc:a1. ot ~000.· 
ooo.ooo tranc.. 

Ttl• clt6clt. tbcrt.!oce. amow.ta t.o &1.000.· 
000;000 to whJch m,.t be added WD4ry cbarrt• 
brlnrtnc the total somewhere btlwttn 54,000,·1 
000,000 and ~.000.000,000 tranc:&. 
l ' teld or New Tuea 

The new t.ut"' lm;w»ed bY JNnance WlniJt.tr 
Reynaud &N expoc:ted to yle)d. 10,000,000,000 
fra.nc.t addltJonal revenu, &Dd P.COCrul&vt eoonCI-" 
mlta W'IU lop olf about ~000.000,000 tranu froiD 
expendJturt• mainly t.b:ro\alb pubUc workl ...,... 
ptAUoA and eventuaJ ckbt rtU..IDtAt. The 
nonD&I lAc,..... lD reven.u.e due to rtOOYtr')' II 
......,led 1<1 brlaJ Ia ano<llu 6,000.000,000 IAI 
.,000,000,000 ,...,.. ot reoenuo. lu'I1AJ M.OOO,• 
000,000- lncludlq !be ~.000,000,000 
:mtnt .. pt:ftdttUJ"t to bt CCWt.rt4 by JoUa. 

Of lho o«<b\Uy budpt expelldllUN tot&llnJ 
1'-.600.000,000 tranc1. debt ~Mrtlee IJDOWita to 
1 15,100,000.000 franu an.d penalooa 11.000,000.000 
traoc., or torelher 28-% ot tolal expe.ndltu .... 
CI~J and miULary pertonn4tl wUJ cotl l&,tfO,• 
000;000 franca, aubaldiu 7,140,000,000 truce 
and mtlltary and elvU euppU.. a,.ooo,ooo.ooo 
ft&nCI. 

Tbe nnance Klnllt.c:r poltlt. out tlaat dl.tlt 
ttnlC't , peutou IJid • ..,... amounl to tOft &Ad 
JD.1Ut.111 txptndltun 22~ Of a;peadlt\ll't&. -
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TO 

TREASURY DEPARTMENT 

1Nn1' OP?IC~ COMMUNICAT10N 

Secretary Yorgentb&u 

Nr. Taylor 

The French Financial Attache called at noon today to aay good- bye, 

as tbh time he 1a really sailing. Ro explained that hia sailing before 

had been delayed aa llarchendee.u hed telt that bia presence waa deeirable 

bare in oaae »arohandeau ware able to announce deoreee embod:Yin& hh 

policy before Nov..,ber 15th. Ro then atated t hat the Reynaud progrfJII 

r opr e eonted the laat chance t or a tree eccnocy and that it thh attempt 

tai hd, exchange control and other forme ot oantrol ""re inevitable. 

Ro then d i scussed the position ot the pound at some length, 

tho varioua rumors Which were in circulation and possibl e methods which 

could be evolved to guard against or diaoouraga the typo ot capital movement 

""ioh has .,..rked the past tew yoara, He indicated that inaallllloh as the 

tre.nc wa s very closely tied to the pound that no.lr:neaa or inatability in 

the po1md oou ld not tail to affect tronob eOOIDOI:IYI thet we -re not att eoted 

to the aame extant, but t hat 1n tha tiald ot our agricultural exports the 

or the p ound •s extremely iq>ortant to ua. 

In return, I explained to him t he tact that the exchange olauaea 

i n the propoaed British agreement were aimilar to thoee contained in the 

French agreement, that all tboee c l auses had been evolved prior to the 

Tri - Partite Agreement and that our feeling waa that the Tri- hrtite Agree-t 

otrered a au4h mor e aatiltaotory and flexible 1110ohani• tor diacuasing 

currency relationships than the tra de agrM•nt, particularly ae capital 

--nta had played auch an important part in the currency tluotu&ticma 

ot recent 1•ra. 

' 
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GROUP llEE'l'ING November 15, 1938. 
9:30 A. !{, 

Present: 

H. K.Jr: 

Oliphant: 

H.U. Jr: 

Taylor: 

H.M. Jr: 

Taylor: 

R.M. Jr: 

Taylor: 

H.I.I.Jr: 

llr. Oliphant 
Ur. Gaston 
llr . Haas 
IJr , Taylor 
llr. Gibbons 
llr . Duffield 
llr. White 
llr . Lochhead 
Mr . IJcReynolds 
Lliss Chauncey 

Does anybody know - White, listen to this,· please -
1Fhy I sbouldn' t ask llr. Hull •hen I may expect a 
letter in answer to my letter or October 31, 
which is: "Recent information coming to the 
Treasury Department from responsible quarters , 
indicating that practices in connection with 
exports from Germany to the United States · ··· ·" 

Is there any reason why I shouldn't ask him? 

I think we should ask for an answer . 

Just a question - "When may I expect au a nswer ?" 
Huh, Wayne? 

(Nods "Yes.n) 

(To Llr . Kieley: ) Would you call up ttr . Hull ' s 
office and say, "When may I expect an answer to 
t hat letter?" And then give that letter back to 
Miss Chauncey, please . 

In the conversation I had with him, I emphasized 
a gr eat desire to have an answer on it. That ns 
last Wednesday. 

Well, the thirty-first was - •ell, it1 s sixteen 
days . 

Last Wednesday was the day I went to this tueeting . 

This doesn•t 1n any way embarrass you? 
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Taylor: 

White: 

Taylor: 

H. M.Jr: 

Taylor: 

H,J.(,Jr: 

White: 

H.li.Jr: 

Vlhite: 

H. ll. Jr: 

Taylor: 

H. J.(, Jr: 

- 2 -

lot a bit. 

There was a aub-co.Uttee appointed to examine that. 

That ' s all right. That is , they ar e going to give 
a first answer, which ••••• 

But I am entitled to an answer, unless Wayne 
said to me, "I am carrying the ball for you," or 
something like that. 

I particularly emphasized that you did want an 
answer, and they sat in at - in March when they 
were studying cer tain other aspects of i t, that 
was agreeable to you too. 

They put the pressure on me all the time, and 
when I said I wanted it by one o'clock yesterday, 
at five minutes past one, I got Kr. Hull ' s 
answer on these things . 

It is my under standing that Secretary Wallace 
favors the step. 

He favors it? 

Favors your contemplated step, inasmuch as he is 
definitely affected by t he cotton phase; I mean 
the definite situation. 

Wayne, are you doing anything at ten t hirty this 
morning? 

No. 

Well, you go with me to Wallace; I think HUll's 
going to be there,on this Agriculture- it's a 
combim.tion of State, Agriculture, etc. Have a 
piece of pencil in your pocket, and paper, so you 
can write up what happens for me when we come back. 

One ot her thing here - Bond Market Gossip, New 
York Journal (of co-erce) comaents, 11U. s . Bousinc 
Issue. With a twenty-five a1111on dollar issue of 
United States Housing Author ity bonds expected in 
the next few weeks ••••• • Jlr. Oliphant, 70u were 
going to see their laWJer. 
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Oliphant: 

H. M.Jr: 

Oliphant: 

H. M. Jr: 

Oliphant : 

R.M.Jr: 

( Oliphant : 

H. ll.Jr: 

Oliphant: 

H. M. Jr : 

Oliphant: 

H,h\,Jr: 

Oliphant: 

Chauncey: 

H. M.Jr: 

- 3 -

He was over to see me Saturday; he had nothing new 
to offer . He didn 't - we couldn• t get any bid -
Ed (Foley) saw him with me - we couldn't get him 
to face t he fac t for the bonds to sell - talking 
about local bonds now - to sell at aey such rates . 
The public would have to be Dlislead , and it was 
left like that. He i s coming back to see me today. 

llell, you .... 

We 1re s t ill discussing the letter you propose to 
send the President. 

All right . I ' ve waited again two and a hal f 
weeks, and at tomorrow morning ' s meeting, I •ll 
send a letter to the President . I mean, if you 
will bring in a letter. 

I ' ll br ing it in tomorrow. 

And before you bring it in, let Taylor see it, 
and perhaps let it work around. 

I'll have it ar ound, and have it initialed . 

Twenty-four hours from now I want a letter to send 
t o the President . 

I ' ll have it around; have it initialed, and in 
by nine thirty in the morning. 

Will you tell him to tell Mr. Straus I am going 
t o send a lett er tomorrow morning? 

Yes . 

Or should I tell Straus? 

I think you'd better tell Straus, since he • •••. 

(Low to H.K.Jr: ) Mr . Straus telephoned you yester­
day to say he had Just gotten back in town, and 
in the meantime Mr. Keyserling was discussing it 
with Mr. Oliphant. 

Will you call up ur. Straus• secretary and tell 
him at nine t hirty tomorrow morning - I am meeting 
with my staff at that time. and we are going to 
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Oliphant: 

H.M.Jr: 

Duffield: 

H. L!. Jr: 

Duffield: 

H. lA . Jr : 

Duffield: 

H.M.Jr: 

Duffield: 

H.lo! . Jr: 

Duffield: 

H.M.Jr: 

Duffield: 

H.U. Jr: 

- 4 -

decide on a l etter, and if he wants to see me 
between now and nine thirty t omorrow morning I am 
available . I am available if he wants to see 
me. Between now and tomorrow morning it will -
she blows . 

I have here a memorandum of our conversation with 
Herring, and 1f you waut it for your files •••••• 

(Nods "No . •) Yes . Yes , please . 
(Reads memorandum. ) 

Just a second . 

Gene, does it do anythiQg except j ust put me on 
notice? This memorandum. 

No . I was going to bring it up in the bank meet­
ing . 

Do I do anything about it? 

I shouldn' t think so. 

(To Miss Chauncey:) Better send it to the house 
so I ' l l read it. 

I was going to bring it up in the bank meeting . 

While we ' re on the banking t hing, what about Cy? 
Is he waiting, or a.r e we waiting. 

There is to be a meeting of the banking group 
on Wednesday. Kr . Hanes called it before he lef t . 
At that time we will try to get an answer to 
the Director ' s letter, and as much else as we 
can do. We ' ve got quite a number of things to 
do . 

(To JUss Chauncey:) Will you call up Yr. I'Cannee 
a.nd tell him • • • • (low) 

l(r. Hanes wil.l be absent from that bank1 ng meeting 
t or a while . 

If vte go at two? Isn' t he back tomorrow morning? 

Yes . 

Can't we meet some other time? 
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Duffield: Yes . 

H. li. Jr: And, llac, I think we ought to tell that National 
Resources Fiscal Committee to come back at ten 
fifteen next llonday. 

UcReynolds: Yes. 

H.M. Jr: And the President took that memorandum, and liked 
it, and I think he will give it out this after­
noon, on the National Fiscal Committee, and he 

White: 

Gaston: 

H. J.I .Jr: 

White: 

H.M. Jr: 

Gaston: 

H.!.l.Jr: 

gave me a fifteen minute r ehearsal on what he would 
say - tried it out on me . 

In addition? 

Was b.e going to use the text exactly or was he 
going to talk off-hand? 

I think he 's going to have it formal . 

And supplemented with his own remarks? 

Yes. He is very much interested . 

Did you change it much? Vias it an entirely new 
draft? 

Yeah. (To Uiss Chauncey, low) • •• • •• Give one 
to Gaston. 

It ' s half a page - but he likes it . He thinks 
it ' s all right. 

Just to keep you people informed, you know Friday 
I was a bad boy at Cabinet, because I kept asking 
Wallace what was the two-price plan, and the 
President was very much annoyed at me, but I was 
doing it to protect him, because Wallace had it 
all fixed . Wa11ace was going to see these 
mattress people and give them hell because tbey 
wouldn't cooperate, end the President was going 
on the air . The President got quite annoyed 
because I kept saying,"What is tbe plan?• 
Wallace couldn' t say· because he had no plan. 
This i s , naturally, nine-thirty stuff. Then he 
sends for Wallace Saturday and goes through what 
I did . He's very much annoyed with h1a. Be asks 
llle Monday, "llba t has Wallace got 1n m1nd ?• 

' 
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Oliphant: 

H. M.Jr : 

Haas : 

H. l.l. Jr : 

Haas: 

H.Lt.Jr: 

Haas: 

Oliphant: 

- 6 - It.- f 
I SRid1 "Mr. President , I was t rying to demon­
strate to you at Cabinet Fr iday. I know you didn' t 
like it. Wallace didn't know himselt. w He said, 
11You 1d better go over there t his morning am help 
him out . " So I ' ve got to go over there . I said 
to the President that I never knew very much 
about corn and hogs; I never could umerstam it; 
I know wheat and cotton~ And he said, "Youtve got 
to do something, " so I said, WWell 1 it I am 
going to do anything, the first thing I am going 
to do is insist that the pl an we had last summer, 
where the surplus products wer e given to the three 
million people on relief, be r eestabl ished . Because 
the minute my back was turned, that plan was 
cancelled, and if I followed the technique of the 
other people, I would rush in and tell Kintner 
and Alsop the minute they turned their backs . 
The minute I turned my back Harry went to Wallace 
and said they couldn't do it because that is 
admitting everything you have done is wrong, am, 
naturally, that is right . On the basis of what 
Hopkins said • •••• 

That was aft er it was fully devel oped, wasn ' t i t ? 

(To Mr . Haas : ) You heard it; wasn't you there? 

(Nods "No. 11 ) 

Well, Wiss Lonigan was there; she heard Hopkins 
tell this . 

I think the notes are complete on that meeting . 

If we feed the undernourished the surplus food 
stuffs , that was admitting the plan was a flop , 
and wetd better not do it . 

They .had a conversation afterward. 

The truth was - it was admitting it, and we had 
better do it. 

H.M.Jr: I told the President yesterday that any rlans would 
, have to6t §P.> with taking care of the people; I 

~ .- said we bave still got three mil lion families and 
haven' t got enough. 

' 
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Gibbons: 

a .u.Jr : 

Gibbons: 

H.M.Jr: 

Taylor: 

McReynolds : 

H.U.Jr: 

Taylor: 

H.U.Jr: 

Oliphant: 

H.!.l. Jr: 

Taylor : 

H.M. Jr: 

Oliphant: 

H.M. Jr: 

Oliphant : 

B.lol.Jr: 
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So did the E. R. B. 

What? 

So d.id the E. R. B. , - said it in New York 
yesterday . 

You can underwrite that, can• t you, Wayne? 
That they should be t aken care of first? If 
we•ve got surplus food l et ' s take care of them 
f irst. 

God yes l 

And give it to 
out of it. 

them; don ' t make a t1to-price pl an 

We gave away a million mattresses last year to 

those people. 
On that subject, I r efer you to some r emar ks that 
I made about little pigs, back ir. 1933 · 

VI ell, I go back to the f all of ' 32, when Bill 
Myers and I had a program. I still t hink i t would 
have worked . 

Wel l, I have ..... 

\ 

This is - when I got to t alking yesterday about 
this other t hing, all this barter trade s tuff -
don' t eyer br eat he acy of t his -lie said- talking 
to the President- WWbnt do you think I ' d better do?• 
I said, nyou•d better send for George Peek, Wr· 
President. • 
I think he 's coming back to t own this week. (Laughter) 

I said, nyou•d bet t er send for George Peek. " 

That's that note of the conver sation, and then 
here is a full f i le on yest erday, if you want it . 

very much. 
And then, here are a couple memoranda we worked 
out in conference . 

Fine . I th1nk - don ' t you thiDk we ought to send 
JohnSon a copy of th1a? 
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Oliphant: 

H.M. Jr: 

Haas: 

Taylor : 

H. M. Jr: 

tlcReynolds : 

R. ll. Jr: 

Oliphant: 

H.M.Jr: 

McReynolds: 

Oliphant : 

H.U. Jr: 

Oliphant: 

R.M.Jr: 

.. 

, 
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I said I ' d like not to until I go over it with 
these technicians because I didn't have much 
time to go over policies . 

All right. 

While we're on this Army stuff, I suppose it ' s 
unnecessary to say this , but i .t by chance anybody 
in .. the nine-thirty group should happen to own 
any airplane stock, I ' d appreciate it if they would 
divest themselves or it . I don' t suppose anybody 
does , but i nasmuch as I am up to the thing to 
here (indicates lower l i p) with the President, it 
would be embarrassing to me if anybody who worked 
closely ~th me had any. As I say, it is most 
likely unnecessary, but it is just to protect 
myself , and I just pass it out . I am not l ooking 
a t anybody; I am just • ••• 

The market ' s good for o.nything . 

I •ve got three shares of it I•ve had since 1937, 
I haven' t changed; will I have to change it? 

Yeah. 

I made my wife sell ten shares of airplane stock 
she had the other day. 

Did you? Good. 

I wish you•d looked at me. 

That's all I have . 

You made your wife sell ten shares? 

Yes . I didn' t - I don •t know that it amounted 
to anything, but I just thought the situation 
might • • ' •• 

Sounds like control to me . 

What? 

Sounds like control to me. 

How? 
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Oliphant: 

H.M.Jr: 

Oliphant: 

Gaston: 

H. IL.Jr: 

Gas ton: 

B.M. Jr: 

Haas : 

H.l.I.Jr: 

Gaston: 

H.Il.Jr: 

Haas : 

H. U.Jr: 

Haas : 

H. I4. Jr : 

Haas: 

H.!.l.Jr: 

Haas: 
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She had control or ten shares . 

\'/ell , I just thought I'd mention it . 

That ' s all I have. 

I haven't anything. 

What time is the President ' s press conference? 

Four o 1 clock. 

(Nods to Haas. ) 

These ar e the ••••. 

Excuse me a minute • . I saw fintner at this dinner 
last night, and I said I would work with him. He 
asked me. AD:i if they want to come up to the house 
a t four o'clock Saturday - and then if you 'd 
confirm i t , and send a litt le note so I 1d know 
or it . 

Four o•clock, Saturday. Yes . 

I ' ll be there . 

These are the men that a re coming down for this 
meeting a t ten o•cl ock . 

George, I don' t knov; v;het her I wa.nt to see that 
group or not . 

All right . 

You care whether I see them or not? 

No. I t hink it v;ould be nice if you drop i n, but 
it ..... 

Well, let•s see how the day goes by, huh? See 
how long ur . Wallace keeps me. 

There are two who couldn't come. Colonel Ayers 
is down at the bankers meeting at Houston, and 
ur. Edie •s daughter is ill. 
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Incidentally, I thought your report on business 
this week is particularly good, and I am sending 
the President a copy of it . 

Thank you. 

I am surprised to see how the new orders have 
Jumped . 

Yes , they have Jumped considerably. 

After I get the story from Curry -I all. going to 
have him over sometime this week - I wonder if 
anything that he's got is in conflict wi th what 
we are doing, or whether it is supplemented , or 
is his stuff too far ahead? 

No conflict at all; it is of a little different 
nature - a little different approach. 

But does it supplement? 

I think it supplements t he underlying philosophy 
of the thing . I think •supplement" would be the 
best word . Some of the curves he' s got are probably 
some we •ve got 1 and some of the other ones he 1 s 
got we haven't attempted to estimate . 

1\'hat I am getting at, flas there aeything he ' s got 
that could be incorporated into my weekly business 
forecast? 

At certain times, yes. 

Will you take a look at it? 

Yes . 

And in r eturn, if he wants to look at what we •ve 
got let him do i t . 

You ask~d the other • •• • •• 

I was just going to remark that probably your 
current information wouldn' t be reflect ed in his 
predicted curves , would they? 

No, not those that he was running away along, but 
the underneath - 1.f there is an underlying tunda-
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B.ll. Jr: 

Haas : 

H. :J. Jr: 

Haas : 

H.ti . Jr: 

Haas: 

H.LI.Jr : 

White: 

R. M. Jr: 

Haas : 
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mental devel opment which he is talking about, which 
is more in the longer term trend of the present 
situation. 

Well , there couldn't possibly be any conflict. 

No, but this is here; why not get together with 
him? "This is what I am doing for Ur . llorgenthau; 
if you' ve got any suggestion - anything you•ve 
got that could feed in through r;ry 11eekly report , 
I am sure he'd be tickled to death to have it . " 

I have been using some stuff that Turbo is pre-
paring for him. ' 

Fine . 

There is a question - you asked for the other day -
you 111ay not need it now; you asked if I'd look 
up the notes - how these men estil!lated business, 
etc. Here they are . The average for this six 
months , which ends December 31, Li chtenstein, 
8Qi; Rayford, 81; Naess, Sli; Ayres , 81; Roberts, 
82f. That would run the ones that said 80 -
about 80 - it would make December about 85. See? 
The group - the average for the group is 81, 
which would run somewhere, 85, 86, -- somewhere 
for December . 

Well, UE7'd be off about fifteen points, wouldn' t 
they? 

They'd be off quite a little. 

Well - I mean, t he Federal Reserve Index will 
certainly cross a hundred in December . 

It wouldn' t be off that much in the average. 
They 'd be off a substantial amount, because you 
are dealing ~~th perspective changes, and there­
for e, an er ror of ten per cent in the total is an 
enormous error . 

They will be off ten per cent eas ily, because ten 
per cent of ninety would be nine points. 

They ar e much too conservative, but, I mean, as 
business forecasting goes, they could have been 
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Oliphant: 

B.Y.Jr : 

Haas: 

H.M. Jr: 

Baas: 

H.U. Jr: 

l'fh1 te: 

Gibbons: 

H. ll.Jr: 

Gibbons: 

H.M.Jr : 
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worse, going in the other direction. I am not 
putting any case up tor them, but working in this 
field tor a long time, I don't think it is -
what I was disappoi'nted in is 'that all of them -
they were too uniform in their guesses; there 
wasn't more variations wa, the disappointment. 

Anything else, George? 

They will be i .nterested in knowing how the receipts 
are running with the estiutes . Have you any 
objection to my showing them t~t, on those bubble 
charts. 

The stuff on those cha.rts are already published 
material . 

Well, you know; if you think it' s all right, 
it' s a11 right with me. 

Show the.m the number one - I mean, the number one, 
the one that has the tota1s. 

The totals . A11 right. Anything else? 

That ' s all . 

Harry? 

(Nods "Nothing.") 

We had the conference on the Cz.echoslovak marking 
yesterday - about thirteen different individuals 
represpnting a number of associations and 
manufacturers - importers rather, and we let them 
talk themselves out, and told them that just -
that the marking was in accordance with the law. 

I read the Times. The Times had a good story on 
it. I gather that you stood pat ? 

Yes; we simp1y told them • • •• 

(llr. OUphant picks up Times.) 

It's toward the back. 
happy? 

• I 

Did they go away moderately 
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Yes, the meeting was very agreeable. One of them 
said, "Well, of course , we thought we ' d have sixty 
days, and I told our people to bum it up and turn 
out a hundred per cent .• About a hundr ed twenty, 
he said. He was importing gloves, but he Just 
simply thought we were going to give them thirty 
or ninety, or sixty days, you know, and t hat he 'd 
bring all this stui'f in. Some of them are going 
to take an awful lli:ld.ng, of course. It isn•t 
our fault . 

It's all right? I can forget it? 

Gibbons : Yes . 

H.!l.Jr : 

Taylor: 

H. ll.Jr: 

Taylor : 

H.M.Jr: 

Lochhead: 

H. !l.Jr:· 

Lochhead: 

H. U. Jr: 

Gibbons : 

H. !.l. Jr: 

Gibbons : 

Thank you. 

(Nods "No . ") 

Wayne? 

Leave about ten thirty? 

(Nods "Yes . ") 

Archie? 

Sterling bas been improving a littl e bit since 
the morning figure of 4. 64; it' s up to 4 .69 3/4 
on the bid side Just now, and •••• 

For Pete•s sake stay here, Archie, if it goes 
up while you•re away from your desk. 

The interestillb point is that the French who have 
been keeping t heir r at es against sterling a t 
178. 90, are shifting t heir rates down f r om 178. 90 
to 178 . 31, which, in my opinion. is a much better 
technique than before . They are making the 
fellovrs pay up who are trying to get back in. 

All right. 

Incidentally, I think t he Lauer inVestigation is 
going t o involve this Central Aaerican envoy in 
New York. 

Is it? 

It' s beg~nning to look as though i t will. 
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H.M.Jr: 
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B. rJ . Jr: 

Oliphant: 

Duffield : 
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I don•t have· anything . I plan to be away from 
the building most of the day, unless you want me 
her e . I want to do some scouting ar ound . 

Good. The newspaper men were going to ask me 
yesterday - that they criticized me in this A. B. A. 
I dido' t see it. 

I've read the Amer ican Banker ' s stories; I didn' t 
see it either . 

I thought my answer was good . 

I did t oo . 

I didn ' t see the story . I told them the Secretary 
of the Tr easury could never take too much interest 
in the depositor s in banks . I just couldn' t 
take too much interest in protecting their interests . 

Incidentally, I see t his fellow Smith sounded off -
the cashier of something. 

Yes. ae •s the Chai rman of the National Bank 
Section of t he A. B. A. this year . 

I see he gave Mr . Oliphant quite a boost . 

Ylhere is that? 

Today . He gave you a ~oost. 

New York Times? 

That ' s all . 

He ' s the cashier of the Bank of America, in case 
you don•t know. 

(Nods to Ur . KcReynolds .) 

McReynol ds : (Nods •No.•) 

H. ld.Jr: All right. 

Haas : I forgot to report on one thing. I had a long 
t alk with Lubin yesuerday. 
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Yes ? 

I am going to try to get out a memorandum we can 
j ointly sign. 

Is he interested? 

Yes . I am going to hav~ an interesting cha.rt. 

Is there such a chart in existence? 

I had one when I took over 1 that we v1orked up, 
and then he made some suggestions , and so on. 
I was afraid of the figures , but he doesn ' t seem 
to be disturbed. Be says there ,may be some errors, 
but they illustrate the points . 

On that, they tell me there is a very good 
statistical section over in Social Security. 

That Is right. 

They are running the figures on all people who 
get Government checks. 

We are using the figures . 

What I'd asked George to do was to work out some­
thing for me to show the relation of private 
employment to t he number of people on the 
Government unemployment rolls. See? I mean, I 
got nothing that - I mean, I want to see if there 
is no correlation - as private employment goes up, 
do our rolls- number of ' people getting checks­
go down? Is t here any x·el ation? I asked him to 
work out something . 

There is no relation. 

Vlhat? 

There is no r el ation. 

Well, have you noticed the monthly bulletins Social 
Securi ty is putting out? 

In the papers, yes . 
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Haas : 

H.M.Jr: 

Haas: 

H. M.Jr: 

• 
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I mean their 11.onthly bulletin. It is a, TerJ' 
nice bulletin. 

I only see press excerpts. 

I' 11 send you 1n a copy of the bulletin. 

Will you? 

Yes . 

All right, everybody. 

• 
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"r•::•rE CORRES P ONDENC E 

eo~nDIR!UL nx.• 

FEDERAL R ESE RVE BANK 

01" N~W YORK 

! 7 

DATE Joye)U 111, lt •• 

suaJE= nr.•so•• OOIYDiftiOt II!B 
BMt or •oLM o. 

I oallecl lloltoa at aaDO th1a •oa1nc. fh1Dca were aUll 

I( e) 

Tei'J' d1aappo1nUng, he aalct.. the dollar ••rk-' had OJieecl •• •·'PO 1/IJ 

be bad aold te,ooo,ooo at that ft.pre and 111other te,ooo,ooo •• •·'PO 
and bad c1TIIl 111 0001000 •rth ot iOld at ftxiDC• AI the preuare 

qa1nat aterUng aontlnuecl, th.,. had let the rate di'Op do'llll to 4.11 

llld aolcl another tt,ooo,ooo there lfhlob ha4 .... to help •attel'h 

lfnoe then the rate had p1oke4 ap a little to about 4.'1'0. Bla tohl 

lo•••• tor 1old and ~ars eo far had beeo about tll,ooo,ooo oo.pared 

with total louea 7eatel'lt17 of eu,ooo,ooo. 
It wu "'ita eppareot t~ 'llhat he heard on the Coat1DIIlt 

t hat 1t waa prt.a.r117 the Jewiab queat1on 'llblob tocl~T waa depreaainl 

the ater11DC rate. lolle people were aon.,.1noecl that the Br1t1tb poltOJ 

ot app .. •••• wUh GentaDT had bi'Olceo cloeo aDd that u a real\ 

thereof a 41eturii1Dc aDd aqldcnaa pol1t1oa1 al&uaUon ,., l1lcal7 to 

prwa1l 'llhlab, of oourae, woal.d ooat1nue t o oauae the tranater ot 

capital to the UD1tecl ftat••• If 1t. weren't for theae lateet dwalopoo 

•eta, Boltoa ... eel to th111lk that th.,. llicht han b- able to bold 

•hrlinc between 4.'11 111d •·eo w• Dow the apeH ot bold1n1 it there 

••• t oo •ab tor th• to bear. Be alllced 'tlb•ber I bed U7 1nd1oaUoaa 

•• to lbetber laab1nctoa waa ae:rt.oual7 41-'afted OTU tbil eonUnv .. 

wealalaaa of the ahrl1ac rne. I repllecl that I dapl7 414D't ~mow, 

Dot hiTlnc b- to WalbiDPOD 1n •• w.-e, •• the• 1n ., op1n1011 

OUI' aponu~ 111tUcl T_,. 4&f1.DU817 be IUIAI'II .. 1114 ~4 ~-

1nm•abl7 ...... tor he- •• lbd kbcl et letiald!ft •eaant 
• Regraded Uclassified
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CORRES PONDENCE 

"EOIUtAL. AEHRVa BANK 

Of' N EW YORK 

oo•n~ur. n~r.,.,w,___ _ _ _ 
L. •· Kaoato 

I 

1t norllDI ooauaect to 4Joop. BoUoa 1114 tnt tbiiF ~ l'ftll ... 

all \b11, llat \bo t-.4'1 na.,.,ol were 1-''iDI low u4 el01o to \bo 

~1or lwel eacl lt •• u4 to UH tho lol4 of \bo Bak of -1•4 

the ••l'ttMI -lcl b-o lUll 110ro 4111tvbect. Bo told •o YU7 

-nd•U•llJ' that \bt~F woro 411C!'I•Ilnl oenaln roni'10Uoea aow 

lift tut DI\Urell)' tht~F 41dftl' hilt to tati'OclaOO MlJ' ..... 1'01 11blob 

-lcl uplft \bo troeclolt of \heir •anna. tho qaodlOD ud b._ 

w ctor cllaCIIJnloa for •1117 ctqa 1114 th.,. •lllcl probabl)' adnpt oao or 

two roatl'iotlYO ••a .. rol YOI7 lbortl)' 'llbloh tbeT bopecl would haYo 

DO bad offMto fhi!F WOH bJ' DOW cloflDttol)' OOilftDOot ~It thO 

roo1011 tor tho woolmon or norlial •1 of a pelttloel Datura •• 

t hat MOGa.io rooaona at tho -•t woro n .. llllblo. tb• won 

tull)' ...... , ha OODtlno4, tnt 1f norllq cloprM1do4 YOIT neb 

turtbar it woalcl llpa• tho eolo proo•• MODa.iO di'Uot•H eDd 

wbatwor tht~F 1111ta 4oelfo upoa aow would bo clone oa1T after tho 

110n ctellbora•o OODI14...-loa. lowwor, a1 far 01 tbtt' ooulcl '" 

Dow, thoro wa1 eo reel bopo or lltorllac b..,.lnl "IODIOI' ••11 

thoro waa a reel Sllpt'O'f••• 1n thO peUU-.1 llWdlODo U Wll 

lftt1ac IIOZ'O •4 1101'0 dirfleU t.r aa-~lata W Oll'lT .. , llil 

pro8e' pell41J' wUb Oow•J' •4, wrao ,._., ~-- wa1 a peaa1111U. 

of a peUUoal .. 11' 1D -1•4 1D oooo \bo oppellUOD .-.14 ._.. 

U..o w bo n.WI'l•• -' Uao ,.Ua -' tho 10 t .. liJ'•olM1•o. 

lo •• • ...,. lUi•• .. u .... tbo pn1•\ ll .. .U• with .., "o ..U. 

\ 
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' E OC RAL R~SERVII BANK 

0 ,. NEW YO .. I( 

CORRESPONDENCE 0ATEJOY•tl01' lla lf.o 

SUB.JE<:n ,...,_. COIYIIUIIOI lift 

IMI~ OJ' .Ol.AIID . ..:c•-----L. •· laoato 
I 

1t 1\ul1n1 OOD\1allecl to 41'opo Bolton laid that \biJ nal.l7 Hallled 

aU thia, 'but tbo lad'• roaenoa were 111tt.1D1 low end Clloao to tho 

dell1er lwel Md lf UliJ had to uao tbo 101d of tho Blalt or lllllMC 

tbe aartrna would beooao 1\111 aore dlaturbecl., Be told •• ••17 

ooatld•U•l17 that the)' ware dlaouulnl certain ranr1ot1ona now 

bat that natural17 ther 41c!D'' wMt to 1Dti'Oduoo IIIIT aM~r•• 11b1eh 

WO'Cild upaet the traecloe ot tbalr aarttata. tba quonloa bed b._ 

under 41IC1111lOD for •1117 dqa Md tb., would probab17 adopt ODO or 

two raatrloU•• ••a~raa ••17 lbor\17 wb1eh the)' bopecl would hue 

DO bad effect. fbiJ Wll'l by DOW definltal)' CODrtDO .. \bat the 

raaiOD tor the waalalaaa or norllDI waa or a poll\1 cal natura 1111d 

that HODa.lo I'Maona at tba __ , ware DOI1111blo. tbiJ wan 

t11117 aware, be oonUnod, that 1f nul1ftl dapreolatecl ••17' nib 

further 1t mnld upaft tho eolo prei'IIO\ eoona.to nNot•re 'IIOd 

'llbatwer tbq allbt dM14e upon DOW would be done on17 after tbo 

aon 4al1barate oona1d..U1oa. Bowwer, aa far •• \biJ oould •" 

now, there na DO real bop·a or aterl1111 b..,.lnl fti'OIIIU •Ul 

then waa a real t.p,_.••t 1n the pol1Uoal 11\UaUoao I\ na 

lfttinl INI'I Md INI'I cllttl•U tor CU.berlaln to III'I'J' .. t hll 

praa•t pollCIIJ wltb o....,- •d, wrao ,_., there na a poaalt11U.,. 

or a pol1Uoal apl1\ 1n 11111•4 1a oaae the oppoatUoa abcMald .,... 

U.a \o be rl$1'1 .. • a\ \be poUa a\ the eo tq br·o18ft1••• 

lo na • ..,. Mlll"• to u .... \be ,...._, 11"*• wt\b • ., be _., 
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~NCW YOM 

I 

DATE 8p 3 R 1L lf.o 

IUa.JaCT' TaP -,J COif 5'JM II!J ......... 
end liMP 111 •• f\allT pon .. •• be 101114 '-' laa4 • •* " .. ~n _. 
'laa' 11e ••'' .u~ r... to e.U •• aU taae u... 1 lb0a14, a~ 

ton, .. , boa••• \0 ..U bSa .S.taa• n t1a1 ~ u a\-.. *•"• 
l ...-.. tlafther la1'oNaUa.. 

Ae tu •• tile ~~ •• ......... lelMD tbrrgM 1\ "' 

.UU 11• _. \be\ Cutp~ wu nlU set•tftl \batsp 1_, \b• 

,. .• ~. 
~. .. n 

I J 

" ' I 
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RE PROPOSEJ> CHINESE TUNG OIL LOAN November 15, 
9:40 a .m. 

Present: 

li . !d .Jr : 

l{r . Taylor 
/Jr . "nit e 
llr . Lochhead 

In this envelope to me- it ' s significant how it 
was addressed, so keep it - at one o 'clock, Kr . 
Hamilton, of the Far East Division of the St ate 
Department, d elivered to me a two- page memorandum 
of Yr . Hull ' s comments on my proposed loan against 
tung oil . 

There was also, backing up Kr . Hull ' s memorandum, 
a long letter from Dr. Hornbeck . 

The President r ead it. He was very much disturbed. 
lllr. Hull would not go al ong. We.s very empha tic . 
And the President said, "Let me keep it, and I'll 
discuss i t Nith Mr . Hull . " 

But in Mr. Hull ' s memor a ndum there was nothing new 
· tba t he di an' t say t o us a t the time 'Ne called on 
him . But I •ve got nothing here now - I mean I •ve 
got nothing t o go by . So the matter now rests wi tb 
llr . Hull . 
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REB 

Secretary of State, 

rtash11l,3ton . 

1517, !lovEmbcr 15, 7 P • m, 

!'LAIN 

London 

Dated November 15, 1958 

!lco ' d 3:25 p . m. 

Fr~ ~c:ASiJRY FRO'J BU?!'ER\ICRT:I , 

J\vaila"olE statistics for Oct ober incl•.lding the overseas 

trade ret·.~rns pu'::>l1s!'>..Ed today ar e being widEly scrutinized 

for o~.sr.s of trade revival but i t is ot1ll difficult to 

discntan~lE t he crisis effEcts f~om more fundamental 

trends and seasonal fluctuations . A slight drop in un­

Employment betweEn StptErr~Er 11 and OctobEr 17 was leso 

t l".an the ua;.\8.1 seasonal movment though it includE<! small 

~provements regarded as encOUl'a;)ing in thE coal, cotton, 

wool , iron and stEel tradeo . ~ailway traffic continuco to 

declinE and thE shipyards continue to launch tonnagE 

Which io not replacEd by nEw ordcro . The export re turns 

recordEd a seasonal incrEase u)~oh was less than usual 

with fi:;~rts for exports of s :1ipa arrl machinery still at 

hilh levels reflecting the len ~th or timE between ordErs 

and dEliveriEs ::'athEr than a rmintenanc E of businEss at 

last >Ear's high levels , Importo seasonally incrEased 
but 

20 
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2~~131? , From London , Nov. l5, ?p. rn . 

but cy lt~a thnn US\~1 csptciclly in the: case of raw 

mn terialo . The rtore favorabl e tel'tto of trade combined 

v1i th the cir;:1 level of e ngine cring export a produced a 

reduction in thE tota l ndvcroe rncrc~andiac balance for 

21 

the t en rnontho l"lhich waa 1.329 million no compnrcd 11ith 

1.341 million for the: corrcoponainv period of 193?, en 

improvement undoubtedly more than offset by reduct i ons i n 

sr~?~ing ~d inveotment income . 

'J.'l·.c second aucceosivc incrcr.oe in ot££1 output brou.:;l!t 

the Cctobcr rieurcs to 854 thOI\DMd tono or about ? 5 per 

cent of •.;:1c figure for October 1C37 as compared with the 

low of A~~ot of 658 thousand tono or about 66 per cent 

of At>.guot 1937 . This upturn in ate el output r.mot be 

r egnrded as due to rcstoclcing , nrv~ent activity having 

grndt~lly i nf l uenced t he inventory pooition. Thi s move ­

ment is dO\tbtlc os typical ( t hou:;h more mar ked) of certain 

ot hEr im'.~1otriea , esp ec i ally thoo e affected by nrrnc.mcnt 

dcmnnd . ::n t:1e aboencc ·or c. s cnu:tn e upturn in comr.~odity 

priceo, t:~e i nfluence of reotoc::in(; on industrial 

activity generally muot bE rEGar<1ed c.o t emyornry. Wl">..ilc 

Vlholes a l e pr:.oeo ho.vc prc.cticnl ly recovered to Augus t 

ltvtlo any o timulua of rioin3 p1•1oca on the buoi ncoo 

aitv.ation 
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3-.:11317, !~rom London, Nov , l5, 7p,m, 

s i tuation i s absent while the cost of living rcnains high 

v~th no tendency for wage rates to decline , 

~hE im~rovcment i n unemployment, export and steel 

figures is indicative of no more than a check in thE 

basic donnnard trend , due in sub:. tantial measure to 

arman ent activity, "ithout which general business would 

certainly bE at much loner levels , 

..-:1c policy or interferinG o.s little as possible with 

indv.atry in pursuing the armament program, to0 ethEr l'lith 

thE ?rime !linistcr ' s optimistic statements regarding tro.dt 

o. .. t he end of his Guildhall speech on November 9 gave 

22 

rise to sooc improvement in stock exchange sentiment 

resulting :apecially in higher prices for gilt edged 

securities , This improvement 1n sentiment is now honcvcr 

practically wiped out by reac tions to the events in Germany 

over t~L neck- end, 

KENNEDY 

11PD 
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StorEtary of StatE , 

rlashi11,3ton. 

1318, rlovtmbtr 15, 7 p . m. 

?LAIN 

London 

Dnttd UovEmbEr 15, 1936 

nEo 1d 3 : 35 p . m. 

FOR T::!::A3Ul.Y FROII BUTTERWO:c-.:. 

(1) . ThE dollar opEnEd at ~.70 3/4 strongly b i d 

particularly from Holland and S~7Edtn and althouG}l thE 

Britioh au thor itiES gavE dollar~ frEEl y at that ratE tlK 

buying ?rE~surE did not immEdiatEly cEasE and about 

10:30 1 •• :.i. thEy wEnt out of thE market . ThE ratE moved 

to 4 . 69 and thEy camE in again just as thE Paris BoursE 

was olosi~ and hEld thE ratt . ·. r.~en thE BoursE rEopEnEd 

23 

t he ?rEnch at\tboritiEs ohan3 c d t!u:ir buying ratc f r om 178 

3,4 tD~ and t!.lis crEatEd some of f ering of dollars . Pt1.rt!:!l:r­

morE the strEnathcning of t h E pound in New York last nic;bt 

ar.d tl'E ~rade AgrEEmEnt announc E:·u:nt bad mace ita marie 

and tl, e ratE gr adually movEd to closE a t 4 •. 70 1/4 . '.l'l'E 

hEavy b~~yin:; of dollars in thF: morning sEEms t o havE 

bEEn ~ninly (a) speculativE ttoting of thE intEnti one of 

the British authoritiEs aftEr t h Eir preci pitous rc t r ut 

of yutcrday and (b) thE ruult of thE ovcroaat pol1t1oa l 

horiaon . 
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2-,/l:ne, i:"rom London, Nov , 15, 7p. m. 

hori~on, ~tcrlin5 has become t o an Ex traordinary dEgree 

a political currency which is madE to register EXCba"$E 

traders cst~atEs of thE significancE of political 

dcvclopmt~ta in tErms of thE UnitEd Kingdom's future 

prospects . 

(2) , Z 1e French fund acquired lEss stErling today 

t~n ;estEr~ay a nd EVEn thoUJh it stimulatEd t~E movemEnt 

into franco by loncr1116 thE bcyil'IG rate frooa 1713 3/4 -

l/2 - 1/~. ;'"on:; city banking :C'!.l'DIS interested in Pranc e 

onE napEc t of :tcyna\1d 1 s mEas\1l' t O j.s being par t icularly 

discv.ascd, nwntly, whEth Er thE :;old profit used to 

extin:;t\iBh the Bank of FrancE 1 s a.dvancEs still remains 

l c30lly a fao ~.lity which the :'l•tnch Treasury can drar1 

24 

on ct soat ruturc date should t:~c need arise , I ncidentally 

it res EX;-Jtotcd here that Rcyna\1d would usc this gold 

pro:f·it lar:;cly aa a means to nEtt fUturE nEEds for t h e 

cxtraorc'.in:.r!T bud:.ct and it i o bE:LiEvtd tt>..ot h E was. 

prevented fro~ oo doing n trEly by t he fact thnt Fournier 

put his foot d own on~ got :may \71th it . Tht conolu.oion 

is = t\· rally drann that Rtyna\ld 1o in EffEct gambling to 

on ir,porton~ extEnt on thE poosibility that through French 

capitl11 r M,atriotion h E will be o.blt to obtain Enough s hort 

te~ non[y to finance t he extrao•~inary budget require­

mEnts for aomt time to come . 
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PABAPJilAU OJ' 'n'·'ORAK ~IIt:iD 

d-25 
:nlOII: Aaerioan lab&aay, Parie, J'ranoe 

~!1: loTuber 15, 1938, 8 p.a. 

10.: 1925 

FROM COCJilAN. 

Thh morning at hal f-paat alnen ·I had a talk 

with the Bank of P'ranoa. T.b:e French c ontrol had gained 

only 5,000 pounda by tb&t hour. !hie eTening at half-

past f i Te when I Tiaitecl t h e Bank of J'ranoe t he control had 

t aken in tor the day the amount ot 1,100 ,000 pounda, but 

i n late trading it bad 'been obliged t o giTe up 100,000 

p Oilnda, leaTing 1,000 ,000 t or the net gain f or the day. 

The Minis try of finance had i nstructed that they were 

to improTe t he frano , lest it would be made t o look t oo 

basically feeble by clos e a dherence t o a weak p Oilnd. 

I t waa belieTed that t h e merits of such taotioa wer e 

quite llUeaUonable. Koat of the t rading ye.terday and 

t oday ay fri end t old ae waa professiona.l , and i t ia 

t oo early t o say what will b e the effects in the aonetary 

field of the prograa of Reynaud. 

The r i ch people are vexed aa it ia beoause of hiiber . 

taxes, and the poor people because the coat of liTilli haa 

increa sed. Blua' s or1Uo1ua ot the OOYernMllt 1 a plan 

haTe fazmed the u oldering unhappineaa of the poor people. 

!here is greater atran~h i.D. the forward trano. Only 

allsht ga1na in J'renoh rmtea. Weaker J'renoh aharaa. 

!lae GoTemamt•a pr~u haa thcefore not had &liJ 
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an:r enthueiastio and spontaneous r eaoUon. The eerious 

people neYerthel ee• beliBYB that it ie the best thing tbat 

oan be advanced in the oiroumatances , and that it will 

have to be accepted by the oountr:r, or there will be 

wor ee coming. 

The representatiYB of t he Bank of Ital:r doubts the 

effioao:r of the new plan. Be fears a political crieie 

wh1oh would bring a Blua GoYernaent in power ag&in, 

which in turn would result in riot• and control of 

exchange. 

Inside gossip of difference• of opinion between two 

groupe in the British Cabinet are the cause of part 

of the continental distrust of sterling; it 1e under­

stood that 13,000 ,000 pounds were l ost b:r the British 

control J eeterda;r. 

Toda:r I was informed b:r Rueff that as yet no 

decision had bean talten to set the date for conYolting 

Parl18.111ent . In the prees it 1s mentioned that this 

II&Y take place soon after December 1 . 

DO KI:SSAGJ:. 

WILSOB. 

J:A.:Ln 
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PAilAPJIItAII or TIL-.ul RIOIIl'ID 

J!lOK: .t..ertoan Illbaaay, Puis, J'rauoe 

D.l'l'l1 •o••ber 1.5, 19!8, T p.a. 

•o., uae 

Oo_c, on the reooYery procraa of Reynaud ia the 

preu today h Yirtually the ftrat ba .. 4 upcm the aotual 

tuta of tbe deoree lawa and 1e definitely Ua.pd with 

peuiat•, ..,en in the papers faYoring the Right and 

Ccter. '!'hera ta aotl'le h ostility to the prograa on tbe 

part of the aouthpteoea of the 8ooia1iat and O~at 

parties on the srounda that only the interests of capital 

ue faYore4 and the welfare of labor 1e ooaplstely 

ignored.. 

27 

In the Right and Cmter pre .. the pe .. tat• h ba .. 4 

largely upon the instability of t he political an4 payoholo­

gioal faotou in J'renola life today, rather than upo1l 

alleged. ahortooainge of the GoYer-ent•a plan. 'l'hue 

papera in faot by and large aall:e referenoe t o the upswing 

on the etook exchange yesterday ae proof tha" the neo888UJ' 

1ngre41cta of an eff~iYe r•a4J ue contained. 111 the 

deoree l&we. How..,er, th88e eeoUone of the preae aleo 

obeerYe tha" there 1a resolute oppoat U• to the procraa 

on the part of at lean 33 of tile Ra41oa1 Sootallat daputt .. , 

and that a new Parliaaantary -~ortty -.-. be fowul or 

a way of oonti..Ung without euob a aa~oritJ .at be !OWI4 

bf 
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by the GoTern..a•. 

In s eneral the new~pera are asree4 tllat the 

henoh p eople will bear with rea1pe4 appro-t'al the bu.r4a 

i11po .. d. by t he prop-aa ot Dalad.ier and. R8JIWI4, pl'OTid.e4 

there oan be any aaauranoe that the iribu.te to be paid. 

will a otuall)' brins about reoa.ery in Ua bread.eat aenae. 

The only exoepUoa to t hh Tin h oonta1ne4 1a the Left 

pre a a. 

DD KISBAGJ:. 

WI LaO.. 

28 
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RE TAX- EXEMPT FEATURE ON LOCAL 
HOUSING AUTHORITY BONDS 

November 15, 19)8. 
J:JO p .m. 

Present: 

H. lJ. Jr: 

l.lr. Taylor 
Mr . Bell 
Mr. Ol1pllant 
!Jr . 1-oley 
l!r . Straus 
l!r . Keyser ling 

I ' m going to take tllis position with Straus, Ed . 

I naven 1 t read this stuff that you prepared for 
me; c &n ' t even l ay my bands on i t . 

Foley: Yes . 

a . :..I. Jr: 

Foley: 

H.O!.Jr: 

Foley: 

H . ~! . Jr: 

Fol ey: 

B.M. J r: 

I 1m s.io;>ly going t o s ay t nis : "You say 
leg&l au t hor i ty t o s ay ' Yes • or 'No.'" 
he says , isn't it: tha t I have no l egal 

I have no 
Th&t •s what · 
authority? 

Straus scys tha t about you; on, I think so . 

I thi nk ne submitted it llere because (a) he wanted 
t o ge t some help from you in connection with sub­
mitting tile pl an to the Attorney General for his 
approval ; and (b) he wanted to have somethi ng behind 
aim i n tne event tne thi ng s lipped and ther e wa s some 
criticism, he wanted t o be abl e to tell the President 
t nc t you nad a pproved it f irst. 

Well , ther ef ore, •• • 

Be didn't have to come nere , of course . 

Tlleret'ore, tllere is no use my arguing about it with 
h i •n. 

! na t ' s right. •·hat I would do if I were in your 
pl a ce: a sk him to submit tile bond form, the contract 
a nd pros pectus after he ' s worked it out with the 
syndica te, end then you ' d like to have Taylor and 
Bell and your experts go over it, perhaps t alk i t 
over with your experts in the Federal Reserve Bank 
to see whether or not it would have any effect on 
your borrowing . 

No, that isn ' t the angle I•m going to t ak e . This i s 

\ 
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Foley: 

Kieley : 

B. :.!.Jr: 

ILIA. Jr: 

li. !! . Jr: 

H. li.Jr: 

Oliphant: 

-2-

what J. wanted the advice on. I ' m going to say, 
•Nathan, you say I have no authority . O.K. But 
you nave submitted this t o me; therefore, I ' m going 
to send the letter wuich we wrote originally to 
the Presiaent, with my recommendation t o him t ha t -
tha t this is the way the Treasury reels about it. 
I f you decide to go ahead with it, the Treasury 
will have nothing to do with it; we completely 
wash our hs.nds of it. 1'/e don 1 t want t o be con­
nected witn a failure; we can' t afford to be . We 
can' t recommend it to the publi~. · 

Nell, t hat 's pretty r ough, but it' s 

IAr . Straus wants to bring his legal counsel in -
!ir . t<ey ser ling. 

Sure, but I'm not quite ready. 

(Oliphant comes in) 

I 1m going to s ay to Mr . Straus - t his i s where mine 
aiffers with Ed ' s -

('l'aylor comes in) 

This is what I pr opose to say to Str aus: "You have 
written me that I have no legal authority over this 
thing. Granted . But I have my responsibility t o 
the President of the United States . Therefore, 
unless there's some particular words that you 'd 
like us to change - we ' ve been wai ting here f or 
two and a half weeks - It m going to send tha t 
letter to the President . If ther e i s something 
which is unfair, which i sn•t true • • • • n 

(Bell comes in) 

We •ll do it again. What I 'm saying to Straus is: 
"You s ay I have no legal authority over your tb.ing . 
O. K., granted . But I have a responsibility to the 
President of the United States, so I'm sending this 
letter t o him.• 

Well now, did you (Foley) tell the Secretary how 
the discussion had developed? 
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Foley: 

Oliphant : 

Foley: 

Bell: 

Oliphant: 

Bell: 

Olipl'ulnt: 

B.I.!. Jr: 

Foley: 

B.:.I.Jr: 
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Well , I just st&rteu to tell him . 

Let me say this . Keyserling was over again this 
morning and he in effect is saying this : that when 
we say that these bonds will not sell on such favor­
able terms, at such low rates, without the people 
aaving the feeling that they are equivalent to 
Government -guaranteed - he says, •we take issue 
on that question of fact, because we 1 ve got people 
in our syndicate wao say th&t they can market them 
at three percent or less, because of the way we 
have safeguarded these va rious contingenci es to 
wbicb the promises are subJect.• 

Isn 't th&t where the discussion stands? 

That's right. 

ubat does be mean by pr omi ses - a subsidy? 

No , you see, the promise to pay the subsidy is con­
ditioned . . . 

• •• on an appropriation. 

'."le said, 11\'le 1 ve gone througn and say that each one 
of those many conditions ·· ·" - and he says, •These 
financiers" - he didn 't name t hee to me - "with Whom 
Ne are in conversation soy they can market t hese 
bonds &t three percent or less . • 

Nell, wh£t I'm ~;oing to say to him is: "I, the 
Treasury, a ll or us, unless t hey have changed, feel 
that this shoulan't be done, ~nd I want to let the 
President <0101'1, ond the President can decide. Now, 
if there is any word or phrase in that letter which 
you don't think is fair, a ll right ; that's what I 
want. I don't want to argue with you about your 
god-damned bond. But if there is some statement 
that isn't fair , all right. But, outside of that, 
1 1m going to send the letter end the President can 
do what he wants. I ' m not going to argue with you 
whether I have the authority or not.• 

Well , the only - may I say ••• 

That's what you're here for, damn it, not for your 
handsome face. 
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Taylor : That ' s extra . 

H . ~.Jr: You can save that for night work. 

Oliphant: If he was here on that basis, he'd have to pay to 
get in. 

Bell: Have to pay a cover charge . 

F'oley : Unfair advantage. 

li . t.1 . Jr: Dan says you'd have to puy a cover charge. 

Oli phant : '.'lear o. musk. 

Foley: I tnink the plan is going to b reak down under its 
own weight. Unless you want to take on with him 
the ill wi l l that may be engendered because you 
head it off, perhaps you could accomplish the same 
purpose by accepting the contract from him, acce~ting 
t he bond form, accepting t he prospectus , and then 
t al king it over wi t h the experts in the Federal Reserve 
in New York and here . 

H. ~ . Jr : Ld, we don't do business that way . Cards on the 
t uble, straight from the shoulder . hither you say 
t o me as Secretary of the Tre&sury, "I c~:n recouend 
that bond to you and to my friends ••• "- can you? 

Foley : No, sir, not on what I 1 ve seen so far. 

ri . w.Jr: All right, then, I put it right straight across the 
t able and I don' t pull my punches . 

Foley : O.K. 

Bell: uoes the Secretary have to approve the bond tha t ' s 
sold? 

Foley: Doesn't have to approve anything. 

H.M.Jr: 1 1 m saying to you, I know that theBresident doesn't 
want this thing, so I'm not going to say what I said 
to you, that I won't ha ve anything to do with it; 
I'm JuGt going to write this thing to the Presi dent . 
But I'm telling you if the United States Tr easury -
if you won't recommend this to your f r iends, I won' t 
ha.ve anything to do with the god-damn thing. I don' t 
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have to play politics on the bond . 

Well , I was just thinking of your relationship t o 
Straus , that ' s all, ~r. Secret ary . I gean he' s a 
friend of yours and so on . 

Sure, that ' s why I t r eat him rough. 

He ' s your friend . 

Never say they got special treatment ar ound here . 
Tha t ' s just eXl4ctly the point. 

(Straus and Keyserling come in) 

Hello , Na than. 

Hello, Mr. Secretary . 1ou kno~ Yr . Keyserling . 

I know him v ery ·!tell. Sit down. 

\'/ell, ·.v e 1 ve both been out of t own, so we ' ve kind 
of mlssed out on this and I was trying t o - I hadn ' t 
done any - l'm trying t o plck up the threads from 
these gentlemen . That ' s why I kep t you waiting a 
minute. 

~b~ t I'd like to ~ow is -I mean I t hink it's about 
two and a half 'Keeks since we said we'd s end this 
l et t r - whether your organizati on f i nds any ob j ection 
to any sentence or paragraph in the letter as being 
unfair or untrue . 

Strkus : Mr. Keyserling , you ' ve had - you don't mind his 
answering, because be ' s been i n on t his legal thing­
you hod some discussion on that ; I'd like to have you 
point out the way in which you thought the s t a tements 
weren't at least clear. 

i eyserling : Ne ll, the point I•d like t o present about the letter 
is not primari l y that the letter is unfair or untrue, 
but r ather that if the letter should go over to the 
President and be should sign it, I don't t hi nk that 
a conclusi on will have been reached that will be 
par ticular l y helpful either to the Tr easury or to 
us , beco use as the lett er is now phrased, if the 
Presi dent approved the r ecommendations of the 
Tr~asury the real problem before the United States 

\ 

Regraded Uclassified



1J , ;.! , Jr: 

-6-

Housing Aut hority would r emain unsol ved ; that is, 
t he problem of •lor klng out some method sa t i sfactory 
bota t o the Tr easury and to the United Sta tes 
Housing Authority for gradually b r inging &bout a 
,·:ider distribution of these securities . And the 
~nly suggestion I would like to make, direct ed to 
the letter, would be t hat, t he Unit ed St ates Housing 
Authority not being in any hur r y to go ahead - that 
tner e might be some advantages in t he Tr easury and 
the United St a t es Housing Aut hor i ty going &head , 
work!~ on the pr oblem, and tryi ng t o find somet oing 
t t1at they ar e in complete agreement on. 

:;ell, l.!r . St r aus has informed me , and my people 
agree, as fa r a s our h&ving tbe legal r i ght t o say 
"Yes" or 11 llo," we don ' t have it . But I pave my 
responsibili ties c.s f lsc&l 0 1 f i cer and my r el a tion­
soip with toe President . Now, all I want to do i s 
t o fulfill th~ t r elati ->nship . 

I am quite confident - I mean I - since this has 
happeneo , I h~ven • t discusseo this with t he Presi­
dent, so the f ac t t ha t he 1s had your letter - I 
mean I haven't been i n any way a dvised ; I am quite 
confluent that once tbe t ux features are expl£ined 
t o bim, leaving out ever y thing else - j ust tbe t ax 
featur e - in view of toe a ction tbat be took in 
connect i on ~itb the pr oposal of ~r . Lambert, tha t 
in oraer for oim t o b e consistent he ' d have t o say 
" No" to you people . 

Now, if you - I ' m more tha n will i ng to let you 
continue t be discus s i on with the people in the 
Treasury j ust as long as you want and as l ong as 
t hey 1ve got .vind left to discuss it ·.vith you. But 
nll I Wt<nt to r eserve for myself is thB t .lf you 
suy :r->u' r e going to g o ahead , then I have a 
r esponsiblll ty - not l egal, but a mor al respon­
sibility - t o bring this t o the Presi dent ' s 
a ttention, and I want t o fulfill i t , t hat ' s all . 

11.eyserling : Well, I didn't mean t o indica t e aeytb1ng .... 

H. J.I . J r: 

Straus: 

H. 14. J r: 

I mean is thbt plain? 

Very. 

1111 I want to ask Mr. Straus is for his wor d tbat he 
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won 1 t make a~ offering without giving me first a 
chance to bring tbis matter to the President's 
attention. 

Ur . Secretary, I have already a ssured you of tbat, 
and I c an a ssure you again as solemnly as I know 
how, that nothing is going to be done unti~ and 
unless you kno•,y all about it; and if you are not 
able at present to recommend your approval of t he 
pl an, I v1ant to say again I will not go ahead with 
it . 

What I'd like to work out is - not personal~y work 
out - I 1 d like to get these legal g entlemep to agree 
upon something ;vhlch i s not only in conformity with 
the sta tute but which wil l be sati sfactory to them 
a s your l egal - a s your financial experts, sod to 
you, so tha t something may be taken to the Presi dent 
for his approve~ and not for his disapproval; and 
that pending tha t ~e let it ride . 

Wel l , the peopl e here - I a sked tnem - I thlnk I'm 
correct, for everybody - "Are you unanimous?" I 
think tha t we disapprove of the offering of the 
bond through l ocal authorities a s it is set up now. 
Is tha t r i ght , Wayne? 

Certai nly as it is set up no;v . 

~ith tbe pr esent set-up . 

Herman? 

That ' s r ight . 

Dan? 

Well, I haven' t been in on it, ll r . Secretary . 

.?ell, it ' s nothing differ ent than what it was. 

I am opposed to t he issuance ot the bond under the 
pr esent set-up . 

There you are . 

Now, Keyserling, Foley hasn' t got anythi ng to do, and 
he ' s at your disposal . 
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Keyserling: Well, I ' m a t tlis disposal, as ever . 

B.M. Jr: 

.::;~rt.us : 

Well, so I mean I'm - we wont to be constructive 
if ,e can . But the way the matter stands, you 1 ve 
got everybody in the Treasury that has anything to 
S!lY 11bout it, and "e're unanimous . :o:e feel that in 
view or the President' s position - never mind the 
other s tuff, wh.ich is a nother thing - but just from 
his s t ondpoint , we just go on t h&t idea that once 
it is expla ined . .. .. Now, ·.vha t happened in t he 
case of Ur . Lambert? When we came there and we 
expl11ined the thing to t he Presi dent, he said, •No" -
I mean in vi e\' of tlis position on tax- exempts , that 1 s 
all . 

No1'1 there ' s anotner whole thing, and besides that I 
t hink if you can successfully sell us, you'll have 
to Elso s ell our fisct. l a gents in New York . I don't 
thinK tnat this is breaking any confidence, b ut /Ar . 
Ramlol.>h Burgess called up t•nd he says, "As a friend 
of the Treasury, f or heaven's sakes don't let ' s try 
t o sell those bonds through the local authorities . " 
Now there 1 s a man or great responsibility lind who for 
wlule I 've been here managed - I mean he just called 
up purely vol untarily, hu said, "Don• t let them do 
that ." He said, 11I t• s a grea t mis t ake . " 

So we won't send any l etter, I•ll sit tight, until ar . btraus SLys I• ve either got to do t his or - fish 
or cut ba it; as a fishermun ne knows Nhe t th&t means • 

hnd I think t empor 11r ily we 'll simply pr oceed on the 
understunding that the Treasury does not approve 
anything beyond t he sale of the bonds locally, I 
suppose, as we have been doing . We•ve got to sell 
10 percent of t he bonds . We know that. 

Yes , there ' s no a rgument Lbout those - Dan? 

No argument. 

But you d on't want f or the time being t o go beyond 
that . 

l'iell, not on the basis pr oposed, with this nationwide 
syndica te, Mr . Straus. That ' s the thing tha t bothers 
us: the creation of a syndicate tha t will market these 
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obligu tions on e high-pressure basis end pcrh~ps 
cre~ te in the minds of the public an i mpression 
thll t the obligations are either ~;uerenteed by the 
United S t ates or a re the equivalent of Government­
guar Lntecd obligations . Thct ' s ~nat bothers us . 

:.lr . Secret ory , I don't like t o go on to an answer ; 
yo u uon't .Yant ~n argument. But in tit~ first place, 
I d i slike the expression "high-pressure selesmanshiB" 
end seconcly I don ' t m:.nt to leave it go unchallenged 
taat ~her .. will be t.mythine ,•,1\ich ;vi l l misrepresent. 
I h:.ve cnde-.vor .. u , if I m&y say this, since I have 
t &k lin .lve r t:us jo!J, to do two th1r,gs with r essrd to 
t11c 1 tnu1cLng ; in the l'!.t·st pll..ce, to do wnat was said 
t o be i•Ji)v.>.:;1ble, s ell lJ percent of the bonds 
loc&ll)' ; t ml in the s ocond place, h~ ving done the 
.!.m,.ossiblt! in th<..t resj)l. ..: t, t o do the tning r:bicn 
sce~ed t~ ~c next most ~portent, a nd th&t is to 
cstab.lisn t· bro~a iDo rk;.t for that portion of the 
bvnas :;hi ell are so l e l occ lly , thn t' s not tEken up 
b. us, not t~ken u;> by the Tr ef sury. Now, the \ 
second p11.rt of tha t t Etsk is as yet unfulfilled . 
To my oind, it ' s got to be done, because looking 
nhe,.d fr om t h_. bro< d fiscul u:::pects of the country 
as ll 1111ol.:, ! can't think of tonything mo r e hr.rmi'ul 
than to u~v£ a l o t of these little unrelLted issues 
kicking Lro~a unsup~ort~a , selling at t discount , 
11h!ch t hey .1ill be all over the country - f rom 
$2JJ, vJJ in one city to e2, 0Ju,JJJ in ~nether. I 
believe t!te e s t ablishlllent of £ bro::d muk~t, .~idely 
su,..port.eci, on & uniform basis , is absolutely essen­
tial. I a m only saying th~.ot .lnasmucn t: s this y8rt1-
cullr pl <m h<>s been d isu,Jproved by the Treasury, 
I ' m not going 6 he(.d •1i tllout tile Treasury . 

.lho woulJ support tht:n? 

llho would s up;>ort them? 

Yes . 

'l 'h i" issue of b onds contemp.lll tea would be a large 
issu" .m1ch wou.ld neve a general mar ket t-nd would 
obviously n~ve the general marketab111t~r of c ny 
s ecurity wnere ther~ is a large issue outstanding . 
Who s upvorts Unitea St a tes Steel bonds, who supports 
tne bonds of New York City? 

Regraded Uclassified



Oliphant: 

Straus : 

Foley : 

Straus: 

B. !.I.Jr: 
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Ther e ' s Cities Service t oo . 

Well, where you have a l arge nationwide market , you'll 
find buyers ; where you have a small isolated issue, 
there are many times when you will not find buyers 
and you will have to have racketeering . It is Just 
t o avoid t hose things, 1 r . Foley, that I beli eve it 
is essential VIe establish t his broad market . And I 
believe i t is essential , further, that we extend the 
local participat ion beyond t he minimum s et forth in 
t he stbtute of 10 percent, a s widely a s possible. 
I don ' t recede a bit from tha t posit ion . 

Well , I •m for getting l ocal capital into the program. 
I t hink that is essential, too , for the success of 
the financing a s your ~ct is set up . But I do think 
thLt when you transform the credit behind these obli­
gations from a local b ~sis to a nati onal basi s , which 
you a ro. doil16 Ahen you s 11t up this nationwide syndi­
cat e that ' s interestea only in the nati onal aspect, 
the Federal pledge behind these obligations , I think 
we 're r uru1ing int o danger, and I think that .1e have 
to be very, v ery c areful in so f a r as tne scrutiny 
goes that .ve y. ive it, befor e we give it our approval. 
That ' s my point . 

I n hundred percent endorse that. I t hink \l"e have 
to be very, v ery careful, and I know that you must 
give 1t your closest scrutiny before you g ive it 
your endorsement . 

Well now, look, I •m more t han will ing to go along on 
your suggestion that we continue the discussion with 
the unaerstanding thot if the basis is changed and 
you f eel that you people have got t o go ahead anyway , 
I' ll s i mply be vut on notice - "I'm sorry" - which 
you say you wont do without the Treasury' s endorse­
ment. So see what you can do. 

But ~ oley 's available, isn' t he? Huh? Big broad­
minded fello>t . 

Broad-shouldered. 

What? 

Broad-shouldered . 
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B. l.f .Jr: 

Straus: 

-11-

This thing is so e ssentia ll:y sound that once it is 
understood there can1 t be any obJection; but it's 
going to take time and nothing is going to be done 
in the meanwhile, !lr . Secretary . 

All right. 

Thank you, sir . 

\ 
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BMJr: 

Operator: 

HI&Jr: 
F. B. 
Sayre: 

HJIJr: 

S: 

BUJr: 

S: 

BliJr: 

S: 

HMJ'r : 

S: 

RIIJr: 

S: 

Bl&Jr: 

s: 

Tuesde,;r 
November 15, 1938 

, 3 : 58 p . m. 

Hello. 

Mr. s.,rre 

Bello. 

Oh, how i s Kr. Secretary? 

How are you? 

AJ.l right. Fine . 

Ah - Wayne Taylor gave me a eopy of the memorandum 
of the conversations you bad with the Briti sh 
Ambassador . 

Oh yes . I sent it over. 

And I wanted to t hank you for it. 

Well, I - I'm- I '• only too happy for you to 
have it. 

Wel l , do y ou mind if I just let - you know bow 
I felt about a sentence in there? 

Yes . 

The sentence that sort or bothered me was - it 
said - 11See if steps could not be taken to 
sustain - sus - sustain the pound, particularly 
d~1ng the coming few days 11 • 

Yes . 

Well, or course, from your standpoint I can see 
that but what we 1 re interested in is what 1s going 
to happen to the pound after you sign i t . 

Yes . 

And that sor t of bothered - because ah - ah -
well, it - and I think from the long run stand­
point it' s just as illportant for you that the 
pound -

Yes . 
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S: 

S: 

IUUr: 

S: 

BJIJr: 

S: 

IDIJr: 

S: 

HMJr: 

S: 

Hl&Jr: 

S: 

IDIJr: 

S: 

HliJr: 

, 
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- be maintained afterwards and I would get 
the drift that you were - well, to take care 
of' the pound the next couple of' d.ays and 
everything would be all ri&ht. 

Ye~l well I - I t hink uybe I phrased that 
ba<LQ', Mr. Secretary . I ah - ah - I talked 

·t o him o~ourse about the President 1 s concern -

Yes. 

- particularly during those - these next few 
days - that was the whole subJect of' our conver­
sation. 

Yes. 

And I did not say - or - and I think I didn 1 t 
give the idea that of course we're not concerned 
as to what happens after the expiration of' this 
week . 

Yes. 

I think probably I phrased that a little badly 
1n that memorandum. 

But you did give them the impression that we are 
worried what happens afterwards as well? 

I - I think - well, I didn ' t discuss that as a 
matter of' fact . 

Didn' t discuss it? 

No. 

Oh. 

We were discussing only the President 1 s anxiety 
concernmg these next few days. 

I see. 

That ' s all we were discussing. !low, ah- we Just 
didn't refer to the other thing. 

I see. 

' 
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HKJr: 

s: 
I:DlJr: 

s: 
HJIJr: 

8: 

HUJr: 

S: 

HIIJr: 

s: 
HJUr: 

s: 
HMJr: 

S: 

HliJr: 

S: 

HMJr: 

, 
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So I think, probabl;r 81 phradng in that aeaorandua 
wae a little unfortunate 1n giTing a oontrar.r idea. 

Well, the Treaeury - we're not partioularl.,y worrie4 
what happene t roa dSJ" to dA,7, what we a.re worried 
about il that if th1e thing ie done on Thureda;r 
and then the pound beg1ne to tall rap1dl.,y, what are 
we going to do about 1tf 

Quite . And that 1 e - that -

And I wanted to get OTer to you, while there wae 
etill time how I felt. 

Yee. 

And part1oularl.,y 1t 1e 81 reeponl1bil1t;r. 

I - I ehare ;rour feeling• wholl;r . 

And the other point wae that unleea eoaething happen• 
auch woree than 1t hae, we don't propoae to do 
anything and aelt any queet1one until the Treaty ie 
e lgned. 

Yee. 

But ae soon aa 1t 1 e e1gned, we are going to aelt eoae 
queetione, and Herbert Feie ltnowe all about that. 

Yee. 

So, but I want to malte ay poe1t1on Ter,r clear t o ;rou 
that the a1nute the trading treaty 1e e1gned I 
expect to eend tor Bewle;r and put up a eer1ee of 
questions. 

Uh-huh. 

Ae to the future of the pound. 

Yea. And Fe1e ltnowe about that? 

Fe1e eat 1n at the meeting whi l e the queet1one were 
be ing -

Yea. 

- put up , 
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8: 

RIUr: 

8: 

HMJr: 

8:. 

HMJr: 

8: 

IDIJ'r: 

8: 

IDIJr: 

8: 

IDIJ'r: 

s: 
JDIJr: 

- '-
Y••· 
He lalow1 all about u . And tor Jour otm 1ntor.at1on, 
I ha4 pre11nt at tbat •••tlll& Dr. Jaeob Y1ner, 
Profe11or W1111 .. • of RarTar4, Profe11or Hanlon -

And Dr. Ool4enwe1 .. r. 

Y .. . 

Dr. Peil and ~ otm people, and we worked on that 
two dlff1rent tl•ee. 

Yel. 

And thiJ' a .. hted ue 1D prepar1ng the que1t10n1 . 

Yel . 

So there'• been three weeke work go tnto 1t. 

Yee. 

80 1t 1 e DO flf b7 nlght IOhe•e. 

R1ght. All r18)lt, llr. 8eoreta17, I - I don't thlnk 
there'• a word, I ea1d t o the ..._ba1eador that would-

••. It' • quU.e olear that 7ou were talk1DS about 
the next oovple da.f• . 

Yel . 

And 1 t 1 1 a leo quite olear what I 1 • WOrl71116 about 11 tha 
4&7 after. 

8: All r1pt. About a week, dr. 

RJIJr: Parclon •• · 

8: I eq, and the week after - the weeki after. 

IIIIJr: Week• after? 

8: Yu. 

IDIJr: But I don't want to be put tn the po11t1on that thrO~ 
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, ,. 

~~ drop 1n t.he poUIId, ~at. I 1Te got. t.o wr1t.e :rou 
fellow• let.t.er1 . 

81 Yea. Well I - I been - I ~1n11: •••• 

1D1Jr1 

8: 

HlUr: 

s: 

But. 1t. 1 • 10 111P0rt.ent. t.bat. I went.e4 b:r word of aou~ 
t.o t.ell :rou 10 t.hat. :rou knew exaot.l)' where I 1t.ood. 

Ye1. F1ret rat.e. All right., and t.hanll: :rou Ter,y auoh 
llr. 81oret.ar:r, I apprec1at.l :rou ollinS ae up. 

Thank )'OU. 

All right.. 
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DEPARTMENT OF ST-\TE 
WASHINGTON 

Ky dear Kr. Secretary; 

I am enclosing a copy of a memorandum of converea­

tion between Sir Ronald Lindsay, the British !mbaaaador, 

and Assistant Secretary of State Sayre, held on the 

afternoon of Jcweaber 14. 

29 

On the basis of Kr. Feio• a reports of connected 

discussions on the subject that have taken place over in 

the Treasury, I understand that this action r une completely 

i n accord with the Treasury interest and in fact merely 

repeats an initiative of the same kind made i n accord 

with an understanding w1 th the Treasury. 

Encl osure; 

Ke111orandU111, 

The Honorable 

Sincerely yours , 

Henry Kor genthau, Jr., 

Secretary of the Treaeury. 
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INCLOSUU 
TO 

Letlet' ...,.... ····-··-···-···----

•• ••~•••••• •ooouooooooooo,...ooo•o••-··-·-•••••••--

TR:USURY 

I t 1..n:nu•·' U • -n• t l nloC I ·--

., , 
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BNCLOSUU 
TO 

Letlet' dralled ········-·········---· 

••.•. _._._.,,,,,,,,,ooooo•o•••••Oooooono••••••••••••-••••••••• 

TREASURY 

·--

, ,. 
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COPY 

Department of Sta11e 

Ke1110randua of OonveraaUon 

•ov•ber 14, 1938. 

siring of the British trade asre•ent 
an decline of poWid-dollar rate 

1oipant s: Sir Ronald Linde-r, British Ambaaaador; 
Mr . Sayre. 

I called on the Bri tieh Amba&aador very informally 

at the British lmbaeey at 5: 30 t his afternoon. I told 

~0 

t he Alllbe.aeador that I wanted t o apeak w1 th his unofficial ly 

and izdormally, and then proceeded to tell him of my con­

ver sation with the President thi s afternoon in which t be 

President expressed hie anxiety conoerning the deoline of 

the pound-dollar rate. The r ate fell today to $4.70 and 

t he President bad said t o me: 11hat will we do if the 

pound e.hould drop to $4.55 on Thursday morningt 1 After 

telling the Ambas sador of tbe President ' s anxiety, I sug­

gested that be might want to cable at once to London to 
• 

see i f etepe oould not be taken to sustain the pound , 

part icularly during the coming few days . The Alllb&uador 

said that be would gladly do eo at once. 

I also spoke to the .labaeaador ab~t the ruaor whioh 

is cir oulating to the effeot that the trade ap-eoent oOD­

taine a pr ovieion stabilising the rate of the pound at 

$4. 50. In order to prevent the depr811ing effect of euoh 

a ruaor, I said to the .laba11ador that with hie per llialion 

' 

Regraded Uclassified



31 

-a-

•• wou14 g1Ye cna\ a a\&\-\ \hh •••Dlac deaJlq \ha\ ~· 

trade acraa-\ oou\a1Jla all)' au.ota proY1a1oll. I naranet 

tha\ he alpt &lao \h1llk 1 t a4Y1aable to h&Ya 1111o!l a a\&\~ 

•nt g1•• old at ODDe 1n London. The ubaea&dor a\ onoe 

8&1'•"· 

• 
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lDth R~r, lt31. 

'ftle Bo110rable 

Secretary B•IU"1 llorpnthau, 1r. , 

DeparU.nt or Tree SUI')'' 

laah1ncton, D.C. 

Deer llr, Secretary, 

I enclo" report• typed t'l'oa notu Milt M by Dr. Buck 

tl'oa lAllchoW. 

Reapecttully, 

~~ ~~ . ... ().N> 

!ll14 SeWidere 
Secretary to Dr. Buck 
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I liD IX 

Intern•• with a eecretary to a hi &II oft1ciel 1 

IllterYiew w1 th the Mene&er of a lns- bellk in 
Sian 

InterYiew With OoTernor Cbu Heiao-lianc or 
Jraneu s 

InterYiew w1 th the llane&er of the Cntrel Balik, 
Lenchow . !5 

IIAII8U Wool Export to Ru .. ia 7 
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Siu, lfo..-,.r 5th, 19:!18 

To Secretary Morsentllau 

h<a 1. LoaaiJI& Buck 

Dl'ISRVLII II'IB A SBCRftAl!T '1'0 A. BICB OFnCI.A.L 

•Tbere ia a conceetlon or lllil1 tary euppllea at Paoclli, the ra1lllae4, 

72 ailee waat or Si an, awaiting transportation inland. 

•aaeoline ia nearly 6 .00 yuan a gallon in Sian, aD4 ie being ue..S Yery 

spar ingly , eTen by otriciala. Tile proTince Ilea only 40 ,000 pllou. Jiret pre­

r r.• uca 18 g1 •en the 111.111 tary aD4 COIIIII8rciel pluee. Second raul< orriciall are 

al lowed only 25 gal lon• per month. Gasoline auppliea ba•e been moYed to Ping­

liang, ltaueu. 

•we are abort or coal - tbe price bee already trebled. We are giYin& 

1p1cial attention t o tbe transportation problem, an4 we are now organizing tree­

port by bor1e aD4 ox cart. At present •a.etbiug like 3000 carte era -.pl oyed by 

t he gourmoent traneport bureau. 

"Tile alcohol rectory at Sian bee been IIIOYed to Szecbn n. Tile two 

tlour mille an4 the one cotton mill ere still operating. 

"Sian baa been a.ptied or all mi litary euppliee. 

"Fha tbou....S retupea at Paocbi are eni till& traJI.IPOrtaUoll to 

• 
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Tb Secretary Morsenthau 

~ I. Louing Buck 

2 

Sian, Ro'Y .. ber 6th, l9SB 

Dl'l'ERVIBir WI'IH TBJ MANAGER OJ' A LARGI BANlC Ill SlAM 

"'!'be Chinese Sodet Go•ermoent appeeh to l arae nuabera or people 

because or lts clean so~ernment and the aeltleaan••• ot ita leadere, and be­

esuaa lt ie weeding out the parseitic elemente in eociaty, euch •• the rotten 

gentry. Thouaande ot atudenta are soing to thh area in spite ot atteepta to 

cheek the movement in that direction. 

~The Governor ot Shenai ia oppoae4 to the Chlnaae Soviete and accor«­

ingly takes a non-cooparatl~a attitude, except ae le necessary to prosecute 

the war. Ra doee not l11<e people to Tieit t hat area.• (Hie secretary , when 

I mentioned going there , dhcoureged the idea by eeylng J would t1Dd nothlnc 

ditterant there. I.L.B.) 

"There ie little talk about closer relatione with Ruaaie. 

" I am attending a meetina at the Central Bank tomorrow, to diacuaa 

with sold merchants the probl .. ot collecting more gold tor tbe Con~nt. 

'l'ba market rata h higher than the purchasing rete ot the Conrnment , and • 

ehall probably haTe to pay a higher price.• 

Ria • ita, in diacueai na the general eituation with .. , atatea: 

• we reel deeperete, end we would rather go on tilhti"' and ••en die than 

accept the JOke 1epan would 1l8poae upon ue. • 

... .. ....... .............. Regraded Uclassified
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Tb Secretary Mor~nthau 

From 1. Louin& Buck 

ll 

, 

IAJicbow, llo...-ber 8 t b , 19!8 

INTERVIP WITH GOVERNOR CB11 HSIAO-UANO OF IANSU, 

IIILITARY COIIIWIDD FOR 'lliE PROVINCES OF NDKIHSU, ltANSU NlD TSIIIGIHAI 

"SDall aeale induatry and bandicra.tta are tba cbiet pointe ot tbe 

proY1nolal proar• ot tbia proTince , ln Yiew ot tbe t act tbat we CaDJIOt i.llport 

lllllcblnery. Woollen aood• rr- local wool are already belna lllllde on a -u 

scala, aDd t be lDduetr:r will ba exteDded. 

"The paper 1Dduatry will be deTalopad tor local consumption by the 

ut111zet1on ot a local wild greaa, trom Wblcb paper ot medium qu.eli t:y can be 

manutaoturad. 

"The relet1cna wt t b Ru.aata r.matn tbe aeme.• {He wea Tery reticent 

about diacuaatna IUQ'tbina Ru.u1en, 1 . t .B. ) 

"The on}J' na• road baa been tbe one to S1Dl<iana, but tbe other roada 

ere bain& i.llprond: tbe one to Si an, and the one to Sucbwan Tia T1eubu1 and 

Peocbi. 

"Tba cu.rreneJ e1tu.et1on 1a aat1atactory, tbara 1a no abortase ot notaa. 

There la attll conaiderabl e a1l.,.r in tbe proYince, and wa are at111 oolleot iac 

it.• (Tba au1atant obiet ot tbe rore1p 'l'rede c-laalOII, b-Ter, etetea that 

t here la e aborteaa ln tbe OOWltry cUetr1cta ot botb oae ,..., notaa and ot aub­

ai diary notae. 1.t.B. ) 
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{ODe ot tbe lower ottlclal• la ille ao.,..._. •• ottlce, wbo o.u.t 

011 .. , etote• that !tall IN 11 recrul Uac 10 ,ooo •• per •atll - OTIII' 800 ,ooo 
are now 111 train1nc at 11eiJI7anc, Szechwan, 1.L. 8. I 
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Lanchow, NoTeaber 8th, 1938 

10 Secretary Morgentheu 

~ 1. Lossing Buck 

INT!RVU:W WI'IB 'l'HI MANAGJ!:R 07 'l'HI Ol!N'mAL BANK , LANCHO'I 

CUrrency. Silver ap4 0014 

•Kaneu, like other northwestern proTincea, baa a preference for eilTer , 

and a11Ter dollars are still in e1reuletion in i nterior parts or the proTinee. 

eo .. r,...nt notes, howner, are eleo accepted in moat parts. Silnr and gold are 

atUl hoarded, and since the beginning or the .,.r boarding bee increased. Cold 

hoe OdTanced in price with the depreciatiOn or the yuan in t erms or foreign ex- , 

change. There 1a no shipment of gold between Ohenatu and Lanchow now, as oe~urred 

a few months ago, aa the price is nearly the same i n both places. 

"There are few Russians in the capital or Sinkiang, nothing like the 

nuober enga&e4 1n the Ruaaian air training f orce in Lanchow. The Ch1neae pol1-

t1cel relatione w1 th Sillldang are now good. There 1e no special Ruaeian poll t1cel 

influence or econ0111.1e control in Sillll:iang.• (Tb1e 1e contrary to other opinions 

end intimations from other sources. 1.L.B.) 

"The Rueaien foreign representatiYe in Lanchow 11 here to look after 

the 1ntereete or the Russians in the air t orce. 

"Ther e ia some talk here about the naceaaity or a cloaar alliance with 

Ruuta, but 1t that ..,re possible 1t 110uld hen ccae about earlier. 
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•!Yer)'O,.. h afraid ot tile J:ipth Rovte Red U.,. ror.r Oon..-

Yen Hoi-ehllll ot I!Jhanai, who 1e 11011 ill "'' Slwlll with hh \roopa, 1e dhUUd 

becauoe ot hie cooperative attitude toward the Rode. Ci'r1l11UU1 1D hh territor)' 

are lllltasonietlc to the Rode, enn to tbe point ot -.ntln& to ti&bt th•· Tile 

poll tical so•erlllll8nt ot tbe Red a ia not acceptable to tbe Chinaee . • (The lfanapr 

ia a nat1YO ot Shand, aDd ia tberetore in a poeit1011 to mOll e.-tblq ot the 

reaction ot Sballli people to tba Redo. Be ie aleo a cloaa peraoaal tri-.4 ot 

lllnt eter lull&•. 1.L.B. ) 

\ 
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~ Secretary Morgent bau 

1'!'011 1. LoaotDc Buolt 

., 
Lelichow, IJo'f•ber 8th, 1938 

KANSU \fOOL lCCPORTS TO ROSSIA 

The following information ia trom otticiela or the :Foreign Trade 

eo.odasion in Lanchow:-

The Caomiaaion has purchased 35,000 picula or wool to fulfi ll contracts 

wltb Russia. The problem 11 now one or transportation. C111118l carnen h tbe 

method adopted,and 3,500 camels wi th wool have already been dispatched. The 

Co=iasion 11 certain or being able to obtain 2,500 more cemela, malting 6 ,000 

In ell . TWel'fe t housand men are needed, end the Commission hoe been a aaured ' 
by camel brokers that thia large number can ba procured, aince the Commiaaion 

Ia paying enough to make it profitable tor the cara'f8na. The ae'fen camel broker 

rtrma have now been united into one to handle tho Caomiaaion'a buaineaa. In the 

peat the m111t,ary hne gained control or tbeae carnana, and the owners have beon 

hesitant to accept the Commiaaion 's buaJneas tor tear ot trouble with the mili­

tary otrioiala. 

!Can au wool woe pure baaed at 36 yuan per picul, and 'l'ainghai wool at 

43 yuan . The Rualiana paJd only 36 yuan at rtrat, plua transportation, but cow 

are paying 43 yuan pe r plcul. The coat or transportation from Lanchow to 

S1no1ncba1a (on the ""s t ern boundary or Eanau) and Sinki&n&, a dlatance ot 711 

miles , 11 22.50 yuan. China pa.ya the Ruaeian iJIII)ort tax o! 1.611 yuu per picul. 
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~aoline will be broucbt beoll:, u the OoYe..-nt baa borro...S 

want tbe aaranns trllllsportilll the wool to bring Ru .. ian c.-ditlee into 

Cbine on their return trip. Negotiations are now tall:ing place. Tba prioe 

or tbe commoditiee ie the aajor issue. These negotiation• are not cannecte4 

with tbe tirst Rueaian contract tor war euppliea. 

There are three Ruaelan go•e.rnment repreeentaU-.es in LaDobow: 

consular, e~rcial, and artation. 

It ia a queetion bow mucb help e Ruseian railway would be it built 

to Lanobow. Kanou baa only wool to export. This ie a bulky product tor ita 

value, and the actual production ie not large. Perhaps the 1apaneee would 

come troll Paotow 1n SUiyuan and take a. The Central 0oYerlllll8nt baa DO 

troope in Ninahaia prortnce. There are only poorly trained llo~an troopa 

there, end the 1apaneae could diapoaa or tb .. easily. 

(\!"''f"\ ;)::!t1 ' • .. . a ' • .;:u 
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HIIJr: 

Operator: 

HlUr : 

B 

HKJr: 

B: 

HMJr: 

B: 

IUIJr: 

B: 

IIIIJr: 

B: 

HMJr: 

B: 

HKJr: 

B: 

HIUr: 

B: 

HliJr: 

B: 

Hello . 

llr. Burlew 

Hello. 

Hello, thie ie Burlew. 

How are 70u? 

31- \'\ 

•o•ellber 15, l.G38. 
4 : 17 p .a . 

All right, llr. 8eoret&l'1 . I hope 70u are . 

I • a fine . Burlew 
epeo1al epeoial. 

All right, e1r. 

I want J'OU to do for ae, a 

I 1d like 70u to eend a telegraa or oable to 
Beoret&r7 Iokee . 

Yea. 

And tell hia that I find _,.elf Yer,y auoh 
eabarraeeed haYinS thie artie\ for ten dare and 
I would ooneider it a fayor 1f llr. Iokee would 
leaYe it to 70u or ae. 

Yea. 

!o go ahead with it and that th1e aan hae been 
here for ten da)'e, eo -

You mow we didn't real1n that, I didn't mow 
until thie a1nute he wae etill here. 

Well , he'• been eittinS here, eo t o apeak, on 
_, dooretep. 

That'• a terrible eituation. 

And 1f 70u would - )'OU oould put it in the 
telegraa. 

Well, I'a ~oins to talk to h1a toaorrow 110rn1n8 
at eight o olook, on the phone . 

Well, 1f 70u1 ll tell llr. Iokee that I'd oooeider 
lt a wote of ooDfldenoe. 
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HIIJr: 

B: 

HIIJ'r: 

B: 

B: 

HKJr: 

B: 

IDIJr: 

B: 

RYJr: 

B: 

HIIJ'r: 

B: 

tDLJr : 

B: 

HIIJr: 

1: 

-a-

If he'd let 70u an4 •• ao ahead with it . 

,0.1 rl&ht. lfow the other \h1116 to e\rai&hte 
ou\. Of oouree I su••• I ooul4 do with Bruce, 
an4 that ie, in the Proouraaent DiYieion, \hat 
1e the apace the darned thiJIA• are 1n. You •••• 
there wee - the Prooureaen\ DiYie1on laid out 
that epaoe f or the 8eoret&r7'• - the portrait• 
of the S.ore\ariee of the Interior, 70u mow. 
Y .. . 

And then we deoided we weren't goina to han& 
t hea there, and Rowan eaid the 8eore\&r,r 
and I pn apprOYal to put theee aurale 1n that 
epaoe. 

Yea . 

Then atter \hat, there wee no other plaoe t o han& 
the pi o\uree and we go\ thea up there. 

Well, w~ don't 70u - ie \hat where \hie fellow 
wante to paint? 

Yea. 

Well, look . ~ don't 70u ea7 th1e to llr. Iok .. l 
I f he'd leaye 1t to 70u aDd •• · 

Yea . 

With power t o a ot, eeel 

Yea . 

How would \hat bel 

Yea . !hat'• what I'll aek hia. 

See. And thea I - I -

\ 

I th1nk we oan aet alone that Wa7. Of oolll' .. he ie 
talt1n& euoh an 1n\en.. 1ntereet h1aeelt, 1n the .. 
thiqe, 

I know. 

And that'• the trouble, 1\ O&M up, 70u ••• I 4idn't 
uow that th! e aan wae down here eyen an4 u,.ot 

Regraded Uclassified



IDIJr: 

B: 

HliJr: 

B: 

HJUr: 

B: 

HJUr: 

B: 

IOIJr : 

B: 

HJIJr: 

B: 

lOUr: 

B: 

HJUr: 

- :s -

ue to l ook at thea. We - put thoee up on 
Frida7- Thureda7 or Frida7 . 

Yee. 

ADA be put thea up and then the 8eoret&r7 wae 
gett~ read,r to s o aWa7 and be Juet e111pl;f 
aouldn t set down, eYen t o tbe eeoond floor. 

I underetand. Well, the point ie that tb1e 
fellow hae been here t or ten d~e. he 1 e 11terall;f 
on 113 dooretep. 

Well that 1 e terrible, we'l l haYe to do eoaething. 

A.nd I would lU:e to 1a7 ,yee or no, and I 'd like 
to 1a7 ,yee. 

Yee. I told Jlao tb1e aorning that I'd set Rowan 
OYer here and we'd tr.r and get ahead on t b1e 
queetion ot epaoe, but Rowan awa,y, 

And ,you epoke to Ned Bruoe. 

No, I didn't oall him baok, beoauee it wae a 
question of getting him down here and I didn't 
like to aek him to ooae down here . 

Well I'll tell ,you the wa7 we' ll l eaYe it. 
After ,you 1Ye talked t o Mr. Ioltee, will ,you oall 
ael 

Yee, e1r. I will. 

And, then if it'e a queetion of deciding, we'll 
take the time - t he whole Treaeur,y Department will 
oome oYer and pa,y ,you a oall. 

Well, now, I expect - he arriYee at 111aai at 
eeYen o'olook and he '• got an hour t here before 
the aeroplane leaYee t or Cuba, and I '• eencl1ng a 
wire down t o haYe hia oall ae on another aatter, 
and I' 11 take thie UP with h1a. 

Thank ,you. You underetand the ep1rit 1n wh1oh -

Ob, I'm eure -

It Mr. Iokee, the thing I '• wondering about, will 
be leaYe it to ,you and ae . 
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B: 

HI&Jr: 

B: 

HIIJr: 

B: 

IDIJr: 

B: 

HIUr: 

B: 

HI&Jr: 

-. -
Yea. I UDdera•aa4. 

W1~ power to ao~ . 

Yee. 

And ~MD I'll tell Xed Bruoe ~o el\ U&la\ 11Dt.1l I 
laear troa JOU. I'll hear troa JOU -

You 111 hear troa ae proapt.~ t.oaorrow aol'DlD&, 
b7 ~e t.lae J OU ae\ t.o JOur ott1oe. 

J'1De. 

.Ul rl&ht., d.r . 

!haDit JOU eo auoh. 

GoodbJe. 

OoodbJe, 

Regraded Uclassified



.... -.... -
'-' o-nt--..1 JllM 

'" ... '· .... 
I 

~, .. 0 ' 

..... .... u.~ 
~-'' hl:' nr I -­

"• •• a.tl .... 

1 .n .. lill.., .. ••to *• _....,.. eup - atll1 ~ 

u..,.utl-.. lila aal&. - ~~ ..... , 11M Ill I I •' ... •l/1& lila 11M ..U 

ta.ooo.ooo ., ...,, ,..._a.~_.._ ta.ooo.ooo ., ... ,. ml 11M .a-

11,000,000 wr1111 tl .-1& at ftd... M .. ,.,, • ••• ' ...U.. 11a" I, 

ta..r ... 1 .. ..., ,. .. .,.. ..... • · • a.~ ..u 11't a.ooo.ooo .... *• 
W _.. .. ...,. •tten. a-._ • .... 11M Jl' b I • • Uttla .. 

.... , • · to. lila .. '-1 1a- fu .-J,& all& •an an • ,_ 11M .._ .._, 

tu.ooo.ooo...,...... •• •'-~lMaM JIM ..... at au,ooo,om. 

It- ....... _, ,._ .... , ....... - .. Onratblal .. , "-

tltaftlF ... ~-· ....... ** ... - ... II ..... .....u.. .... \, 
... , • .,,. - ...... 11 .,., .._ -.tua taU• t1 •---•• .. _. 

W ..... .,._ _. ._, .. • ~' e rruf a • l "• ml 

,.,. .. ,.._- llllalF .. ~1 wMa. tl 1 • • ...U ••nnnllt"laa• .. - • 

•....U.. ...., .. 1• ._,.a.~ a.•lrat--. IIJ• 1 t1 w•••t' .._._ ... 
..... fa• ..... 'Mu. lla aeiiM ... I lla4 _, iaGMU.. .... +rOll ... , ...... --·I 'r Ualw? I I - *• -UMIM --- ell .. a...U.. 

.,.... I ..,U .... , I a',.ar 414a't -., •' ....... .._ .............. 1a 

...,_.., 1rat .... a.,..,. ... _ a ••~•-. I "a&W,lla 

............. ~- ..... 18R&....,,.... .. lilt-· ....... , 111M tl 

~ ..Uml all *•• tnllt .. ,_.,. II - - pl$1 .. IRo ml llleM 

...... tnaeem .... ..&Ue,.IIM .. _ .. .Uetl .. llrn*~•l' ' 

Regraded Uclassified



~ 
~ 

1 i [ ! i l ; I I f ! i i ! ,I I l l ' ~ ! f 
f £ • 1J : 1,: ... ~.1 r!' .. lll 

t ~ rlfl•:'!(t:.i• I 
f i I ! f ' l i ; a l ' i i~ f f I I r r I l 
l I r r r ~ • l i ~ f 0 I t l I 1 ; • • 
• , g i t ~ , i .. r 1 .i ,r 1 • ! • r 11 1 
i l I r .. I r r .. l ' l .. f! a • ! f 

=: J'l !lr= .. ·~ 1
3

:· 1
1 Jii 

11 ~!:JiirlilitJlflsfl ~ 
i I ! i ~ i i ; l ! f • l l j : I t I I : + 

' 
f t I I ~ ~ ~ l i • • I • I 5 • 

1 .... ,:! .rr·s I =1 
.. ! :~£rr~ 1 ![f4r = 1 •11 
; ( f ~ i i • : 4 i i J ! ; I g I J ! . I ' 

1 I ! i i r i i i ~ f J I I ~ ! ! t ~~ 1 ! ! 

I .. ~ . . .. I t t I I • i , _,I 
. ; ~,J!]ii "(;;~t .1~1ffiJ 

: " l ; I ~ 1 • t r I f r l I • l f ~ 
~ ( l •1 r ; ; i J • 1 1 t 1 f l I 1 , I l ; 
~ ~.rqi !".('HPJ 

t l. • 
• 

Regraded Uclassified



Novecber 16, 1938 

I called up t he Presiden t t his rnorning at a 
quart e r of ten t o congratulate him. I said , •ur. 
Presi de nt , I want to take t his opportunity to con­
gr atulate you on your two state~ents t hat you made 
last nignt, (1) on t he recall of Ambassador Wilson 
and ( 2) on national defense . He said, "I think the 
one on 'Nilson was good, • and I said , "I certainly do. • 
P.e sai d , "Cordell Hull was good also, • and I said, 
"He certainly was." (He t hen was kind enough t o say 
"I used you1• suggestion on nat i onal defense and ,it 
seeoed to BO over big ." It certainly was nice of him 
to say 1t. ) 

? ') ...; _ 

He t hen said, "But I have got to get ovPr somehow 
tnose figures of how many planes t he Ger mans, the British 
and t he French have on t he first of October i n order to 
get our appropriation through Congress.• I said, "Yes, 
~r . President, but isn't there some other way of doing 
it than having you g ive out the filfures?" He said, 
"Yes , I have an i dea . " He said , I will t ry to get 
the oppoai tion to gi ve it out." I said, "That will be 
swell if you let it come from the other side , but don ' t 
you give it out because ,• I sai d, "if you e ive out t he 
figures you will simpl y be Justifyi ng Chamberlain's 
position. • He said , "Repeat t hat, • and I repeated it. 

I sai d , "I have got t he first concre t e suggest ion 
to ~~e fo r t he J ewish refUgees.• He sa id, •well, for 
Heaven ' s sake , what is it?" I said , "Constant i n Uagui r e 
~~S· sent me a letter suggesting that we make a settlement 
wi th Great Britain and France on t heir war debts for 
British Guinea and French Gninea, and then somehow or 
other r aise enough money t o buy off Holland for Dutoh 
Guinea . " 

He said , "It's no good. • He said, "It would 
take the Jews f r om 25 to 50 years t o overcome the fever 
and , " he oaid , "it's Just no good. • He said, "What ' s 
the ~atter with the i dea I have been t alking to you 
about for a long time and, • he eai d, "that's the Cameroons.• 
P.e said , "The Cameroons was a former German colony and 
now belongs t o France and" he said 1 the same suggest i on 
that you have of g\vi ng these countries a credit on t heir 
deb t t o us would npply t here and "he sAid •r know from 
explorations that have been made in t he Cameroons t hat t hey 
have some very wonderful high l and, table land, wonderful 
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grass and very thinly populated and 1 he said "all of 
t ha t country has been explored and it' s ready.• 

Then he said, "AdJacent t o the Cameroons, the 
Portusese have a territory and• he said "that could be 
included.• But he said all the Cameroons have been ex­
plored and he said it's a good climate. 

The t hing to do is for us to get some geographer 
that Mr . Bowman can recommend and look over all of t he 
colonies belonging t o France and England wherever they 
are and see "hich of those could take a populationend I 
want to say here tha t in discussing this with Mrs. Morgen­
thau I t hink it is most imPortant t hat whatever is done 
is opened up t o all refugees irreepeotive of religion; 
that i t should not be Just for the Jews. 

• • * • 

I called up Cordell Hull to congratulate him on 
his s tatement also and he said, "Well , there ~as very 
good cooperat ion between the State Department and the 
W:1i te House. • Hull's statement was strong er t han the 
President 's. 

The t hing to do is t o get a list of the coloni es 
which they took away from Germany and see which are t he 
good ones . Before t he Germans get t hem back let us give 
the~ back and f orgive oart or t he National debt. I am 
thinking in t erma or ~500 ,000 ,000. The President and I 
figured it out. In t he first place, the most difficult 
thing is to get t he land. Assuming that we have that, 
we are t alking in t er .ns of ;;;>500 ,000 , 000 raised privately . 

If we are going to pick s ome thing new, pick some­
t hing t hat is so good and so rich i n natural resources -­
one of t he r ichest countries in t he world wh ich is un­
explored is Tu~~ey. They have everything. They have 
copper, oil, coal, timber. They have coal right on the 
surface and all t hey do is a fellow goes out with pick 
and shovel and buries it, but they never let t hem mine it. 
That's t he sort of thing I mean. 

I think I could go to the Vice President and he 
would say 1 What t he hell . You want to knock off 825,000,0001 
Oo ahead. " The temper of t he people today we can make t his 

• • 
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n political refuge !or all creede. I think the public 
is ready . Uy motto ia 'Nothing ventured, nothing gained. ' 

The point is the President has this. Nobody ia 
helping him. I am going at least to do the spade work. 
The t hi ng to do is have it re~dy before Congress oomes • 

• 
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SEVELT CONDEMNS NAZI OUTBREAK; 
OULD SCARCELY BELIEVE' IT, HE- SAY~; 
NDON STUDIES JEWISH COLONIZATION 

' ~ • Jt, .... , ........ tf ·.oooea .. or a tt.elt from a.notbv Ooauoent. ~·· 
)more toreeri;Ll u:p,.....oa ot tilt. ld.i.rlty &mOftrl" the OOUAtrt• ta.lht. 

N• • l e r • II all ooua.W• dLtplt..,. Nott of ......,..PUl'"PON wouW M bJa &t.to. 1M ~ r....._.,_ ... --.. n ............. 
STATEMENT SHARP..... lllr 1.. t.haa t-.ntJ'-'foar 'I'M detmdatioa ot 0.1"1B&QY 

. ..,.,... tho .......... , .. """' ...,... . .... uttued ocly oftot ........,. 
of Hqb R. W1t.oo. tba Uftlted. o:.EWd.u&tJoo. Tho IDON Uaaa J00 
Stat• .A.ID....._4or. tor u.. t.cb-con-e.poo4tuu wt1o .......St4 tiM 
lc.D7 ...,,...,. ~ et nport u d PrutcWit'• otttt. kMw It wu to 

language Is as Strong as ......... ,..., ....... b•• , ............ ,,. ...... '0
'...., lw! lw! ........ 

purpoM ot a • 4t~~J:Uae.&Uy tntd'td Mt.k:.e that h woWd .,.U Jt,la 

P 'd t E U ed motMd of pnKeot, .. lculalo4 1o bomlod on Uoo oubjoct. a resl en ver s ...... omphallo ....... , dlplomollc ................. ottloo ... .. 

F 
. . ftota could bt. ., • found M:r. Ro...,.lt ta l:lllb• 1004 

to a nendly NatiOn ITATIMINT 0, ,~IIOOINT bumor. Ho ·- ...... blo 
ft(P ' 1 8 - I The PrntdMt.•e 1\at:.cnnt. fol- ~b&Jr, pf;tffe4 at a clp.~t frOCD • 
-, _ \ow.: , ,. l ioQI' holder and uchanattd but.,... 

' 4 put • tna remark.l wlth tht front. row or 

OPINION 'DEEPLY SHOCKED',;!: ;:;.:.:;::: ... pi::; .. ":.; oomopondonta unut a11 ,.. ' "'" 
pubUa opl•'- 1 .-. U llo4 ared. Than be 4ltlpoM4 of a tow 

t
~ 0 . ......, n lnclcltntal quutlon. th&t wtr. hu-

8t.att.. lu n•.,. from uy part .Uiy ulc.e4 111 the J"Milu.tloo. that 

President Stresses the Word of"'" worl ,....." , .... ..,.,, •- 'oUo•rwl .. lhor Wou~• .. , ... •• • 
duot a •l lnllar ...,rorov.ad I"MGdoa 

'Technically' In Tennlng ...... , A~ ,.. ... 1n ._,. ;'.':""'•• ot ............ , ,.."' 

W'l ' R t N R all ,....of<bo..U... • ' son 1 e urn o ec 1 m,...1, oot.Lld eoaro~b' bell•" Jt&r• eo o.t eo Kala ....... 
th.t n d l.blap ooWd oonr Ia a But tbt Ptuld.ta.t ...,. -.,w W 
twenu.tb CIIDtU17 C:h1UatloD.. Cat to lU malo bul.o. ... ud J.O & 

B1 IJEAT&AJ( D. IIULEM With a wtt• t.o &'fJ..D.lftl' a fi:Nt· . ~t bt. plcW "' a. ~ .. t ot 
...-.a t• Tn .,... 'ftU TDno~. lt&tMt ptc:tw-. or u.. e1WAUo• .. paper aod. &AAOU:~ that b&d Jht 

WA.SHINOTON, NOY. 1$.-~ .. o.na.a.,- I u k .. tht IKnt.uy of tl!Ulb.ed. 4Jctatlq a -.t.t.aMDt bt 
cltct ROOM"lt •oleed tb• eol'lto State to order o~a ~or lA ba4 to~· on O........,qr. 
dtmna Uon. of tl'ut Amt.rtcan people BtrUa to rttlinl a t ooot fOT ,... He c.be:ca rud tt to t.bt OCN"Htpon4. 
and tbetr lovtrameot of Gt-rma.ny'e port a.nd ooo•ultt.UoD. enu. quotlnc ..c:h Mnt.em:e ftpldty, 
attaeka Oft tht J'tw. to4Q Ill 011.0 Btea.UM o1 Itt I.LDU.u.i eh.,.._curb\lt paus:h:tl OftCt to pM lOW&rd t~ 
or the mo•t wtJOf'Out atatement. a.nd It• v11or tho •tat.e.ntnt lmm•ceDinl', blow a. rinr of amoko ucl 
that It wu poMiblo to make in P,.)4la t.e1y po.c1 tho qu .. UoD of wbattrana·pon a ae:nltnCIO from I~ onl.er 
ttet of tho ... nt. .of tho put te,.would be tho ...uuon of Cba..noellorU he bad ort,e..aJ~y dlc\atod wbat 
daya. HIUtr. Ae to thle, Prtetdeet RooM-ht b.a.d to •Y· • 
tn a ol&hmmt that he Had at hl• volt dJd aot a,ppo&r to be worried. De.P~ from cuatora. that 110 .. 
prtu oontertnoe Wr. Roo10velt 4.. ln•ttad, alter oonclud.loi' bla dl• 
nouno.d tho attae.ka In laneu&,. u

1
cuaalon or tht Chrman 1Jlv.aUoo, be' 

•harp u h.t.d. ever b ... employed tum.O In rMpono. to qutatlo~Y to 
bJ • Preal4e:nt a,pJnet the oount,oaUona.l dtrt ntot a.nd m.&de tl bown 
punut4 by a rorelp rovenu»eftt c.b&t bt ..... tonl.ldtrlft&' adequate 
with whle:b tM United S.tatM lla4 mtUUJ'M Ia ooU.aboraUoa. wltb the 
trt.ndiJ dlp1omaUo rtla.-UOM. tw-entr otbar J~trtou rtpubU• 

••• m.)'Mlt coWd. OJC&f'(lelr btlkYt&Ad. C..na4f, tor caor ..... or t.b.Lt 000" 

that .uC:h Ul.lnp could OOC'W' bl a Ua.t~u .. -J'fok' Oeotraa a.a4 louU. 
twmtt•lh-c.alUIJ' cl~ .. b• Am•"'"-.--~ .... thrt&t or at;. 
4ad&rt4. • 0 ·--.,..--
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eru Ul;t White 80UM _..eciiif\r. W!IU. ftOt rtft .rrlllf 4Jrtd!i(O,.to fadlttat. the ~atloa ot J.-. 
ea.e.. 1M &n..DOWLoed u a ~porta that t .. t Valt.d ItaiM NASfrom. ~. Jlr. Hull aid tNt 
.....,. that tht eu.t.m-.t wu tor~~tt.tcl a niUIM pl&A to Bt1WD.M ba4 DO t:D.!onu.Uon • U..t ,.._. 

Uoo 1 t.M _.-. RooeenJt ...W U...t be ....-.t:Joa b.tmlell &D4 b&d. MtD aotA!q 
dSrte-t cuota • pr-n.. JtOthlq: of what ._,. Men happotnJoo It from Am'--dor x.aa.s:y. 

When he eoncl'U4ed th.n wu ·~ fa Loodoa ~ put tweatJ-ofou.l'\ 11M N&Uoul Coaadl tor ""'"-• 
rutl'l of qu•Uoa.- from. tlM eo~n. Ht 414 ltDOW. be add..S. t.lon. ot Waz Ia. a .tat.tata·t lod.a.J' 
1pondent... Tbt ftnt wu a nqu• tt"-t tha lnt.e.rsonmmutaJ Com"'~lu:raM zsot oa.lJ that U.. U..lte4 
ror a n elallonUoa. n... PfoM1dent'1lliU• o.a Retur"' · wbkb bu 1\#talt• approJiriate ftan~ a.t~d mod>­
clte:llntd _ ... 111 ~ etatementb.Mdquarttrs In London, ., ... btndJ'Y tbt lmmta:ratlon law• to factu-

• _,. lq Ita e.troru toward entai"81Aa' tb~•l• the emlpallon o·f Jt...,. ttom 
• poke for lt.ell. tcOpe of Itt work In Y1tW. of tbeGerm&.ft.7' but at.o t.ba t u a tunher 

A1ked w'btll'ltr a ftOt.. ot proLMtlncreutn• t trlouaa ... of tbt O.r.NP tbt protll tm of "1\al" aid bt 
had I:Mtn t ent to Germany. bt r• man •Hua Uon. tWA up a t the Pa.n American Con-
plied that none had. bMrl. Mnt yet. Mked whetbel' ltt had con.atdertdrtrt.De. tn Lima. 

th where the rtlut ... mtaht ao, the Befell ~A nt 0 He did not tndtoate whe er on'Preetdent. replied that he bad. ctvert. 000 e P.-M 
would bt 41apatebed. a veat dul of thouaht to tt, bu~ A. delep.Uora repr ... rt.tlnr rtlll" 

Amb&Na4or WIJ.on, he I&Jd, wu t.hat. the Umt wu a.ot rtpa for art.IOWI ud other orcanlattona In 
NJitnr rrotn Havt't Tbul"'ld&Y 00announcement. Eutera oiU" ceUt<l a t the ltatt 

h t hi 14 hatta.n Th Wbea a oor'I"Mpon4ut tnquJrMPepartment today &nd urrtd the 
l e..__·-~~~· hp "!'._, .., • '•hetber ~ woul4 NOOmmtn4 ~ t()Ufll te4 Statea not to ._nter Into t.r. o1t 
Am .... -or, • ax-p ... n · wu n-eonaTue modlno&Ucm. of t.bt lmml-aat"Mment. with Germany. ~~ 
turnlna by bb ord~ to report a.ndJl"'-tlOn. tawa ta ordu to pannll arMmbt,. wua lnform.t that no 
oonel.llt. Ttc.brt.lealty ud.tT 41plb-larpr numt>.r of ntu .... to enterOOnt.emplatlon. waa belnc &1wn to 
maUe proeedun bt a44e4. It wut.tde count17~ Kr. ~t repU«tt.bt Df:lotlttlon. ot a rtdprocat trade 

• ill the ne:p Un . &I]'M;mftlt with Ck~~ 
not a .--.11, ht In eo -~ ht nu._ bOW'twr, dt4 oot f'UDOVe the* Vok:lnc' thdr lftcll . a "'a.t lht 
cava ab&rp empbul.s to the ~butt)' of ._... ad.,r..t.ment ot.~ apbu t the Wpte• J..,. 
alcally." qootu undu ..S.Una law. Alru.d~ the lead...,... a n4 raambt,. ot 

Tbt Xa.nhl.ttu. a. d'Ut tn Newtbt Gtnnu quota hu bftD to-ot!Mr r.itha Ia GtnD&~t.Y,'' t.bt dtlt­
Yoork New u., tbe 4q be!ere Sef>er.....d br tbt tnc.tu.lon ot A.~D abo aaScl th&t It the Un.ltAd 

• IUI4 It m.,. 1M e.nlai'C't4 • tiD more'et.a.te• deddtd to lmJOM .conomte 
n.tary ot ltata Cord.tU Hun '- t~y maklnl aJJowaacee tor I~C:c.iciM ap.lrut O.nD&fty It woul4 
-.It tor the Pa.D·A.muka.n CoD.tez...tJon trom W Sbdtt.n ar .... tbat!JUPPGrt .uch a etep. 
•~ at. Lima. Puu. AJZd eo p,...ba~ ne.ntly beta Wen o..-.r trom Jitembt,.. of tht del•aatJoa lnelu4· 
eumabl)- Ambuad.or Wll.oa wtnCuc:boelonjJ& ~, Citftllr&D7. It ta..S WlUlam Jr, Cocbran ot Baltloo 
ka..-. an opportunJt,y to coa!tr -s. tba:pac:ttd that an • nM\In.ct.meot o.amore, vq prMideat or th.a Church. 

. W a eubJtet m.a.t bt made .ooa. IM.rue tor Iaduatrtal Dtm«ra.ey: 
ld'r. H\111, That ht will rematn b1 .t.be a.v. Joetph Novak, p,.1by.. 
thl• cou.ntry ln4atlnltely ...,. c:lear.. Jlu.U o.cu ... to Coaa...lt l trla.n c.leriYm&n of B&IUmora: lhl! 
ty Indicated by Uta Se:c:retal')' of ltoerttary HuU wt.a av.a t ... Ulu-'R.v. Cl.anmc:e Bleakney, prNidtnt 
8tate e•rlltr In tbe d&y when bemlnaUn.r on t.ht. pol.nt • t bla preh ot ttr. New Jeney Baptlal Mlnl.t · 

conference. , ten CouneU; Dr. BenJamlft J'' • 
..,ld he dJd not. have a.nytblnr In Atked about l'tPOrtl from London Crawford or the P'&nt. 'Methodl•t 
mind u to the duration ot bla •ta.Y·th&t the tm~aal .. ot tha United Church of Carnede, Pa.; Harry c. 

Defu.r M Plan. Not Clcmtlrme4 Statu, OtMt Britain an4 Franca L&.mberton of Wa.ahln«ton, D. c ., 
recently planned to ettk a re1axa· rc.prNenUft.l' the Amerlean lAatWUe 

Con«-rntnr Lon.don reporta t.h&.ttJon of nr~a.ncJal t't-t \ricUoDa on tor Pet.ce ud Demooracy, a nd tht 
\ht United. 8tatM h..S broaehed ~ewa leavlnl' Gtrmany, Kr. Hu.U &v. Wllll&m Howard llellah of 
plan to Oreal :BrttaJn tor locatlnrrote.rred quutlonera to lht Inter- ctnclnna.u. 
100.000 Jawe from Gennany 111 ape-&ovemmentaJ CommiUet on J\d.' Announeement wu made today 
etrle plac:t• Prul4..nt Roole fltuaea In London. Jt. wu better to tha t hJib C&tholte dlplt&rt ... '"' 

• V . 'have all lfttorm&tiOI'I on that tUbo dudirll me:mbe.ra Ot lbe hlara.rc.h,J 
wu lndt.tinJtt a.t hie pnu COD!u-jecc. coma trom tha t eoura.. 11• a~ a.nd leadua amonr C..tboUo Ia)'• 
en~. Tbt 8\a.te Depa.rtm.e:at tal4pt&Jned. ..,... WOUld jot:n Ill a joint prote.tt 
lbat It k.new a.othln,c about IL A.aked oooo.ni:Q" &AO'Uau LoDdoo •pJ.c•t NUl peneea.Uoa or Otrrn.an 

lo lbe tint place. lht Pruid•ntnport tbat PrlnM Mllll.aWr NeviUt J twt In a proc:ram llorot.d.cut I~ 
wou'-t make no comm-ut on "porttChambul&to wu coatemplaUDI' &Ill morTOW tram t to t :JO P. X. owr 
or: acU't1171n tbt. conn..ction by Jo.PPf'OKh to Pr-Midtot Booatnlt for the National Broa4cuUGa eom.. 
MPh P. Kenn«d7. t.he UnJted Stak~Aaa'o-Amtt1cao coo,.,..Uoo ouUSdt pu.7 blue network. 
Am~ I'D Loculon. tho rnttrco'W'trnme.ata.J Committee Corldetnaatloll ot tbt pal"fKUUon 

- wm be beard nom cout to eout 
Oil tbt ProtftlD wbk:h wtU ort~ 
nat. In Wub.tairton and and at SAn 
Fn.Dcl.lco. wlt.b pi~,. a t New 
York a.nd. othe:r polata. Amona Uut 
epa&ka:rs wtll bt Archbtahop WittY 
or Saa ~ aa.4 Alrr.ct &. 
&o>Jth. 
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_,;.r ':'"'l .. ·r .., !a . . .. --

N~IS 
PRJiiJ;JiiJVT~· SHOOltEtJ~ 

'=B,r ¥J!~ FWS~ 
GIVES· . INi 
~ FoR ALL.O NEW WORLD . . - .. . 
P4. To Need Of.COOtinental ~idatityt-g 

' . 
Uniteil States, CaNida And Twenly:Qne--

·~·l3tin·A'meticlln-RepubJics 
, ...-,.. • f 

A!J¥ricah EM!yToaerlin Notfi~t~e'Ret.urn 
~ Post. Soon~ Wilson's:~e May ·~·. 

Regraded Uclassified



a..b a.n~.,lty •• Ott.Mi 
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:g 
ably tht proeMCI• o« tbr. .. ~ Dutb lfM4 Eme Ouanl u:n.tt kt.er Walthw JI'Unll: .truo.ll a ...,.... 
utlon•• will k JUaewi.M •prop~rdlnl' the eoacent,.Uon camp tq ttot.e In a. •-...c-b toolabt . ... 
eel for t lmllar lndtntnlllcatkm. wbera .fawt .,.. lod&td. concludee : Ml'tfnr tbat "tbt Ja..,. -.aBOt be 

In a ny eatt, the Jawa tu.llr r .. u~ "Whoever wlti'M to know ahaU wholly a rt.4tcat.ed trom tbt Ult of 
that the UqutdaLion and leY)' enta.Uknow t.bat- lt 7ou llkt with '•lnlt ttr ~ sta~. but th.,. oaa be Oladt 
tuc:h lmpoverllhmtnt lor tbent tbadletennlnaUon - we will make u .. ofit.o live• and work (a the .eonomJc 
the oonttnuatlon or e~ultural andlbe bCMital .. Jtwr)' b u turnlabed intere.t." 
othtr oraanl~tatlone It out or theua a coordfnl' to the J ewleb prlr-.,J.-1_ TM •ta.tt of the Vnlt.td 8tatn 
que.lloo, and aft•r the bu.mtnc otple: an eye tor u t )'t, a tooth ton,;onsulata wa• almo.t at tha end of 
t.be ayneaocuae •••n tbt oonUnu&o& tootb. Itt enduranct afttr five da)"' of a t­
lion of raliiiO\I• lira npr..,.ou a. ''There • • l•t.l only ont rllhl here tt.Q)ptJ~·to eolaot tra.nUo J aWll who 
problem, m.ada more 4ftttwlt by and tb&t e. ou.r rtaht, tbe rt._bt of M)qbt eomtort and • f•\7 aea.r tba 
tbt tac-t tha.t many rabbb ..,. v.:ad.uou.r M1f~eteaae. And we aloae aball AnMr1.ca.a n..,... T1M Unu of J'eWI 
&JT~l. d.e.tumlne whtn ao4 llow ttlt to be end otht.rw ... kiO( lmmlrn.tJcm 

bekl.ta.tally, aot oo.ty ~ppUtd." 'riM.t or olher Ml• ..... .,.. Ofttn -.. 
bul alto a m'-ioa bo\boe for Cb.,... ,!fttded far out Into tbt tt:rtot.t .._ 
tla.n J .,.,. ~Uintafaect by U.. o--- D b w:ta. ...,_" O.r:tq- for. U.e eoawl&te. Cort.tutat. ot 
man Protutant On.l.rcb bu l:let~ BCRLJH No• I$ l4't - ..... K·-bthu natlortt b.a•t tMrtn ktJ.~ 
bun'l.ed down In Btrtln.. • • -.r- --Ja.twlte. 

AJthoulb tht number Jnritb ml·,thal Hermaan. OotM.n• ._.. nporttd. "'I am throua'il,.. cme ooualar 
t:id~• mounta a Dd polle. blottenln HUabta qu.artu e toot,ht to h&v. ottlelal • ld In d..,.lr u he 
t:onlaln mainly Jtw·lah n•rn••· tba_bttn In an a.n,. IOOOd when bt emertect tor l~o~nc'il wllb Mnral 
4\fflcfal Oerman Ntwt :eureau to4&¥.1u.rn.ct ot lbt ntw wave ot Nut.compatrlotA., 
I~#Ued a • tattmtnt that In Berlln'anU.S.mltlo VIOitnoe, on the "Ju•t u I wae lnvlnr two 
tbe lola1 nuumbtr ot dt.Uy sulol~rounde thal It uvue ly Jolltd the mothers p1aJnUYtly b.eld their 
had not l.ncruMd. ~~nomie Fou,...Y-.r Plan b' dl·b•blet up to mt. , 

.. n. . a ·- ~t... I .. 'For God'• • •k• . ..... ue 'YiiU 
,... · n r Tho Yarwha1, who .. doa.en ~~we can ttnd our huat».ntb.' they 

Tha Oenna.n PN•• Mnllnuu to-llltlon• Include tht PnmJen.blp or •14. That wu tbt final l trt.w. Jt' 
day to nay both the United 8t.atuPruNi• a.nd auprtmt die-tA.ton.hfpiOt me. " 
a.nd Br1taln for the wa\-N or lndtc.qvu foftlJ'n u:c.han«• ud raw ma.- Ad.dln.r to the d .. pa.tr or eome 
nation arouNd by the O't-rmantuia.b. wu Nporttd to ba.vt atft.ftJ..Ub partntl wu their dlftkulty 
muaul'ft. aJtbo~.aah tor the II'IOmeotalrlct O!'da,.. to ~ proptrty d.,to ftftdta., their tona. UDder n•w 
k Is c.once.ntraUa.r ,.pedally OGatniCtJoon Ub tha t ot a...t "tbundqdtc.re:u, J ewtah .,uca.Uou.J bomu 
Britala. Tbt front p&CH of lbawbt.A J ...t.h storM ud ~'haTe bMn dltlolvtd Ud bof• In 
ne:wa..-pen and the Dtplomatbehelhl'ouabout O.nnaay.._,. dama.pcltbem ha" bMa taken ._....,., 
Kor-r .. pobclen.~, orran or the Fo.-.n4 burae4. . At the IJ(ptrlalientaJ tana tor 
elp Ott\«, a r e btln• monopoliSed He wu •ld al.o to have nktedJtwlah boya at Nt\Madorf, a_,. 
with the German oountarotftnalv.. thOH rblpo.nalbl.e tor d~UDaceBulln, whtre lr&lDlDI l.a tana.tnr 

The Leka.I·An.,lltr, for lns tanc.e,a niouotlnr to millions ot dollars, ud. ructenla.r •u otfer.d., tbe • • 
c!e.c.r1be• In apecla.l a rUc-lu on Brlt-.but tbt amuhln~ ot a laundry and tire etudetlt bocly ot tl~ wu HIMel 
llh mu•u.ree In Palutlnt BrtU1b& ~I')' near Ttmpe.lbof Alrdrom.eiUICI • nt to rronUtr tortlllca.UoCLtt 
colonial hl1tory .-nerally under tbeln Be.rU.n lut niJht lndlc•ttd dl•'reUable IJOUr~e• said, 
headJI.ne "Br1tatn'a B loody Roa.d tofeJ&t'd tor hi• orCittt. Men or blah alandtnr tn the Oor; 
Power," topplnJ' It ott with a front-- ~ar1be.l GoerlnJ hu bttn a4mon· man communlt.y- aclenUill, IM.I'lk· ' 
page plctufle ot tndlan aoldlera t.ledJthln.r the nation to save every"~'~• bualne..• mon- nported that 
to the mouth• of c•nnon ror ueeu-!l<rap of papor, every eheet or tln.· they wen Hin1 Importuned tor ...,. 
Uon In IUT. And lht StuU.pt'tColl. nery meat. bone, tooth pute•i.et.ance by Jtwl1h trlenda, but t.b.al 
Kurler ,..mlnd1 Britain th.at abe too~ube a.nd potato PMHnx. Ha now tbey wtt't unable to hol,p. 
drove ~t tht J.,.._fn 1210 nnd..l lut WMil' e dtttr\JCJUon wu One ne w ruttictlvo mf.hl.l.rt for 

But the ha.rthut word• ·._,.. ~e w orwt Ntbaell hie rolilf'-YMI'Je-. oame In tho rorm or a.n order 

.servH for thoM O.nnane who d.t.-Pia.n for . .. u .. uttlcttocy bu ~to b&nlul to permit Jowe to wtth-

• - • 1 • - 111 ee.Jyecl atoo. l la ln .. ptloo d.r.w DOl moore thaA JOI) m.a.r-b a 
P.--ve at~.... um a..,. ._._, • • day 

anthlewbh rMuuru In dU.,U.L WU... .... CoCfeAcUoM lt. bea.me ll:nown lilat oae 
Tbe Sc.bwane Korpa. orcan of lht A"m'--d t:r.•-h R ......_tt.hy BerU• Jew, tbe owaer of a 
Me"t pollc.., d"'otoe tbe whole ot o.r "'-·-· • Wlltoft ('0&-dtp&nmeat etor. bad .,_... ..­
ita froru. part to thtm, and UIOU&'.bfe:rred with ...,.raJ dlplomatlo oolo ensed 1.000.000 m&,-. by th• l,.w. 
It de.nounue them u " mlM:n..bJet.!&,JUfU t~ay•r'r~~ t.o& hta depart-,ah eommunl\y orrantutlon u hie 
C'Owards on whom a muu.le wUJ ure or 

4 
: v O t- tatu tomor-put or th• levy tor l&tt .....c.' s 

now be put," It admlta that n.ayl"OW, an t wu uaderboood thaldama&ll• ~ 
are p~•cnt "In every butehtr ehop.f. l"'e poulble 10lut1on or the Jewlahl __ 
at. 4very newapaptr stan4 and luflroblem under oon•lderallon. wu wt,..l•• flo,.., Jf•• 'I'Olla T1wu . 
overy call." jt.b•l aome tormtr Oerman colony, MUNICH, Nov. 16,-'T'ht boctlel ot 

Tbo onty proper ..,. ot t.I'Mtlnl'how under mandate to a.notber thr .. Jewa a.rrtt\ed In the a enert.l 
them. aaye chit pollee or,-an, 11 toJ)Ower bt openacl tor a mu.e Jewlllh round•up Ju t wttk w•re retumed 
ho~ "a w•ll·bullt. flit und.o.r tbetre.moW·~oe. 

1 
k 

1 
..._ _.., to their reta.Uvte tod•Y for burial., 

note.'' c ... aa • po etmtn • .l"'lvrm'"' Th• tate or tbe othe,-. I• unll.nown. 
The ora·u , whkh aJeo ropn .. n t.0 t • ~'~-PGf•td DlM to move moet ot but r cpon.t lndklate that lbt ma­

Cerm.any • 100,000 tt.m.alnlq Jtwa jority art t11 the c.onc.._nt.raUoo ~m,p 
to new lande, oomme.nted: -.t n..cllau 

.. FiDe. let tbun ~ M wtU. IL 'Tb• onl 'J..t• kalt In M\J.ft.Seh.. 
The DaOI"''I the beltu. that ot fl Aldlsuu.u. whkh wu· 

rn eonntd.loa wtua Kanbal plated. u!lder a NaG eommt.toau 
Qoerlnz'• ,.tan4, ~omlee Wilt-~ Thunda,y, baa DOW been 

.. .,...11ta:.d" aAd wUI nopen M.t 
Tbund.&Y' undtr the nama of W k.r 
A Co. !Jerr S.lltr I• a. partner In 
the Jlambuf'l' ba.aJt or Tbompeon • 
eo. aDd 11 wt.ll known In t.oodoa. 
and Ntw' Yor~ bank In• cl.rdta. 

MarUn Aut'huyaer, 11n1or pert• 
ner tn . the Munich rlrm, bu bMn 
relu.Md trom Daohau-the tint 
Jew recently a.rN•ted htN Who b .. 
been allo~ to return bome, 
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Draft of a telegram sent 
Secretary from his home theto Mrs. Roosevelt by the • eve ning ofWOd naday, Nov. l6th , l938 
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•. ' . "· "" 
... .. ......... .... ..... 

1 ..... ••'* w.- ,_ ~- ...u ** •• Mill e' s 

..., .. ---··· ........................ _,- .. 
ta111 a.&W ttatss .,..,.. ••eeu.a, " ea.ts Nle ..... Oils ,.., U.t 

tMes ... ,.-pu;t sill 1..e lluss ls'J:I" Ollie t•ls&t et ilhl I Ms 

, .. ._ et ...Ut S' .. 1 d'"'" et Oils sstsn lzens&"*" I 

till t11at u etw ._...,..,.,_ ... ttz,t ea.e -. .,. 011s-, • uts 

.rrsew ea.e ... • u szel••• .. '""'"'" et ...,._. ... _. 
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ou.-e " ttz,t - ,.... st .,.... .. rsttet " ta.sss .-.1• • us \. 

.., ............ 1sSI ...... - ,., ,., ....... 

\ . 

Mise 

Regraded Uclassified



• THE FIRST BosTON CoRPORATION 

A&.I.AN' M POP to: 
P11111116K."l' 

IC1 <lear llr. Secret.acy:-

0.1. Hv•o•.&:P 8 • 0A.DWAT 

N,;w Yottx 

Hoveaber 16, 1958. 

We were very alA<I to bave 
tba pleasure of having Jlr. Henry llurpey of your 
Division of Research aui Statistics with ua <luring 
the <I~ recently. I t hink that ba rather enjoye<l 
hilllaelt 1n going over tha charta which we were 
very glad to explain to him, and I t r ua t t ba t tha 
t ime he spent with us ~ be of help both to bim­
eelt o.nd to your office. 

It' at e.cy tillle 1n t he near future or just 
prior to n new issue you woul<l like to have aoaoe 
one 1n ;your office chack these chart s we ahoul<l 
be very glad to llllike t hem nvailable. 

Very sincerely ;your a , 

Qo o- .. 

The Honorable Henry llorgentbau, Jr., 
Secretary of t he Treasury, 
Washington, o. c. 
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TREASURY DEPARTMEN T 

INTER OFFICE COMMUNICATION 

DATil 

lloYeaber 16, 1938 

ro Secretary Morgentbau 

'"o"' He.-n Oliphant 

P'or xour i pforMtiop 

Five yeare end eight aoathe in Tlubiagtoa lltld m:r !iret inn te~ 
tlon from Corcoran. He asked ae to l 1111cb todq to recite solle ancient 
history. It 11'&8 bow t hat gold opinion got into the Herald Trlb\1118 !he 
yean ago . 

The bare outline or Toa'a recital. was tbat Lew Douglas wu 
beading the f ight against you and the gold aonaentJ that J.cbesoe bad 
asked one or Toa's boys , Watson, for a legal ae110rand1111 011 the Reed-Ollphant 
proposal . Tom doubted Acheson ever saw this aemore.ndua, but said Lew 
Douglas s ent Elliott Thurston (wbo bad long bad such a tree run or the 
whole Treasury that be was looked upon as the Treasury's unoft'icial Gaston) 
down to Tom's office to learn what the fight was all about. Tom said 
Thurston told bia t his and also falsely represented that tbe difference 
between you and Acheson bad been patched up, end it was Thurston' s Job to 
work out a plan in terms of which Acheson could back up. Toa said be 
turned Thurston ove r to Watson, and t bst Thurston wheedled a cow ot tba 
:oe::10re.ndua out o! 1\'ataon, and then covered up hie traclca b1 banng it 
published through Ernest Lindley, wbo also was on the Herald Tr1b11118. 
'!'011 said t hat, to protect Watson, be bad kept quiet ever since, t b1nlt1nc 
t hat the truth was so iaprobable that no one would believe it. 

That i s t he outline of To• '• story, although there were a lot o! 
othor details, such aa Brandeis' part in the gold fight. 

Incidentall,y, Toa recited his and Ben 1 s conversation after they 
left your house recently. 'llba t bo said they said about you would souod 
ertravapnt if I repeated it. 

All of which !or whatever 1 t -:r be worth. 

I 
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TREASURY DEPARTMENT 

~ INTER Of"flCE COMMUNICATION 

OAT& 

WOftaber 17, 1938 

To Secretar.r Moraenthau 

r110" BerMD OUpbaDt 

for xour intomatiop 

Jackson &Dd I Mt Jolmaon 1D hie office. Jackson opellad bJ 
84)'1118 that tbe three or ua should be aura we UD4eretood each otber, &lid 
ID!deretood alike what the Preeident deelrec!. 

Be tben referred to the earller etud7 beiDa carried on bJ 
!Iorrie of Justice, w:l. tb the cooperation of l.rrq, la"7, qnculture &lid 
Peoples tor the TreaeU%'7. That etucl;r cODSidered what we would do, lt a 
Europe&D war broke out, to prevent the dislocation of our &COGCOO". J'ackeon 
said he understood the present etud;r na entirel;r diatiDct fro~~ thia 
earlier one . Jolmaon said be agreed emphaticall;r that the two etucliee 
should not be contused, and those workiD& on the older one should not 
participate in this one. Be aaid be understood the vecy purpose of the 
President ' s suggestion that he wort with Jackllon and .. wae to avoid the 
de}Jcya and opposition which would eo- if the probl• wu handled between 
t he Jucl&e Advocate ' s oftioe and the routiDe teolmieiana or the l.rrq and 
Nuy. 

The conference ended w1 th an agrae•ent tbat Jobnaon would ba ... 
prepared t-liatel;r a deecrlpt1Te etate!DI!llt of just what be would Uka 
the l aw to be 1D order to aet lote of &ood production quickl;r it be 
could have a eoepletel;r trea band and could wr1 te his own ticket. This 
he is to &1 ve to us to wort on 1D order to iron out dittioul ties w1 th 
rcferenco to competitive biddina , excessive prices and patent restrictions. 
There was aarecment that the problem of securin& acceptable designs or 
oodela was distinct from the proble• or qtaDti t.y production and ahonld be 
so treated. 

J'acksoo and I bad lunch toaether over the proble11 and be&&n 
to canvaaa acme of the dltficultiea. Be 11 to put his beet ...,, Paul 
Freund, to wort on the job w1 th rt:f .an, O.oar Cox. 
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'TNIAMIRY Dm'AitTMDIT 

W,_..IHGITOH 

l onaber 16, 1938 

Memorandum to Solicitor Genera! Jackson 

Pursuant to your .euggeation that I carry on, I had a con-

f erance today rlth Col. Jaaes H. Burna ot tha .l.-.y and Capt. Sydney 

II. Kraus, designated to represent the Buy, for the purpose or COD-

tinuing a discussion or the general objectives of the proposed 

legislation. 

Their thought, however, at tba besJ.nning of the conference, 

woe tbat the coam ttee or tour designated by tbe President abould tun~ 

the ebole l!llltter over to a subcoudttee or techniciana or the Arrf1 

and Navy Departaente, the coa:U ttee ot t our later reviewing whatever 

the subcoiUid ttee llligbt present. On turtber diseuaaion, 1 t waa agreed 

that the work should begin with the formulation or a statement of the 

General objectives by the committee of four. They undertook to prepare 

a first draft of sucb a stateaent for eonaideraUoo by the eo.al.ttee 

of tour. 

Hon. Robert H. J aekeon 
Solie! tor General 
Oepart•ent ot Justice 
Washington, D. C. 
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'\" November 16, 1939 

My dear Mr. Secr etary : 

I beg to ac~')j,rle~~~L:eoe!pt of ~ter of 

l'ovember 15th with inolo;~ m1morandum A/4 a c~erea-
"' ... 

t i on between the British A~bassador and Assistant 

Secretary of State Sayre. 

You say in t hie let te r: "I understand that t hi s 

action runs cocpletely in accord with Treasury interest . • 
~ 

Late Tuesday afternoon, September 15th, I called 

!Jr. Sayre, having a copy ot hi~er.lOrf'.~~~~~efore me 

which he had furnished Mr. Taylor""':} 'rv;;;:J to him the 

following sentence from his memorandum: 

"After telling t he Ambassador ot 

t he President's anxiety, I suggested 

that he might want t o cable at once 

to London to see if steps could not 

be taken to sustain t he pount, ~ 

ticularlx dur inrr t he coming few daxs. • 

~~in=/ to Mr. 5~~4 t~ 2~nterest in 

the,_ Pou~ ~~ no ma::-:£:;.t;;~ ee ~::e •the next 

few days •are eeneerned 1 but we "ere vi tally interested 
"' 

in what might happen to t he Pound aft er t he Trade 

Treaty kaA between the United States and Great Britai n 

was s i gned. 
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-:;JJV/CMo ~u{ :r; ~1' , . 
~ ~Q···· ... .;;~ 

We have postponed idiHoR@l --., tf(e British 

Trea surw" ret) M ll le our _grave concern i n connec tion 

with the continued fall of t he Pound~til after t he 

Trade Tr eat y .h&f ~een sign~as ~e d1~ not in any ~ay 
an element ~hioh mi ght be centre-

versi&.l . lf after t he signi ng of t he 

Tre~t:.:, j he Pou'!i:!~d .t,.o;,.u nue~ o fal;:i _' :_rJ 
I ~wish t o te 1 k t o a~~e~~~ntative of t he British 

Treasur y at t he earliesf~t~ 

Sincerely yours , 

The Honorable 

The Secr etary of State. 
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Nonlllber 1&, 1938 

M7 dear llr. Seoretarra 

I beg to acknowledge recei pt of your latter of 

HcYember 15th w1th inclosed memorandua of a conYarea­

t1on between the 8r1t1eh Ambael&dor and Aee1e\ant 

Secretary of State S~re. 

You aay 1~ th1e letter! "I undaretand that thl. 

action rune completalJ 1n aocord w1th ~rea1U1'7 1ntareet.• 

Late TUee4&1 afternoon, September 15th , I called 

lolr. ~re . haYing a oopy of h1e memorandum before 118 

wh1ch he had furnished Mr. Taylor. I read to him the 

followi ng sentence from h1a IIMimorMduaa 

"After telling the Ambaeeador ot 

tbt Prea1dent1 a a nxietr, I suggested 

that he a1ght want to cable at once 

to London to aae 1t atepa oould not 

be taken to auatain the J)OWit, J1A1:: 

t1gularlx 4Jr 1pg tho gggdng t ow Oeya. • 

I explained t o Mr. Sayre that our 1ntereet 1n 

the Pound wae no more or no laae ae tar ae the next 

taw dAJe were concerned, but we were Yitall7 1ntareate4 
~~~).. 

1n what llbollld ~n to the PCII&Dd attar the ~n4e 

~l'eatr a.-a Mtween tbt United Stat .. and Great Br1ta1n 

-• algfted. 

o o o • o o o o o o o , o o o o o 1 Regraded Uclassified
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We ban poetponed talking to the BJ'1t1~ 

f1'1asur7 in regard to OU1" gl'llYe oonoer11 ln oonneoUon 

with the continued fall of the Pound until after the 

Trade Treaty had been elgned ae we dld not 111 &ft1 .., 

w1eh to introduoe an ele .. nt whloh lllght be oontro• 

Yereial. HoweYer, lf after the elgnlng of the 

Treat7 the POWld should oonUnue to fall npldl.7, 

I will w111h to talk to a repruentaUYe of the Britleh 

Treaeurr at the earlieat moment. 

81noeraly 7oure, 

flit Honorable 

The Seoretary of State. 
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TREASURY DEPARTMENT 

INTD OPP'Ica COMMUNICATION 

DAn IJoTn!>er 16, 1931 

To S.oretaq Mor&en\ball 

••oM A. Lochhea4 

IDcb, ot the l'ederel llaoern Bank, 1ntor.e4 .. that be bell 

t cda7 telephoned to Bolton at the llank ot !Deland &114 reteM'ed to 

t be1r ~elephru~e coliTeroatlon of IJoTa.ber 15. IJ>oll:e t old Bolton that be 

peraca.ali.J tboucht that 1t the BrHhh were thtllld.q of pllttlJIC 1a e­

torao ot reetrietione, in connection with exch&D«e, that it would be a 

cood idea for the Britioh treaeury to cat iD t OllCh direct with the 

American Treaaury. Belton 1nt1aated that hio reference recar41q pottible 

reetrlctiona wae eoMthiDC thAt ha4 onl7 bean diacuoaed in the Bank ot 

lnclan4 and ha4 not «one ao tar aa the Britlab fraaeur, 7et, 

IDob eloo pTe Bolton ae hh pereonel op1n1on that 1f etter 

tbe e1P>in& ot the trab traat7 the po'IIA4 eterliDC declined abarpi.J 

the t 1 t wollld look 'f81'7 ha4 on t h h e14e, and thoupt that the llaDII: ot 

ln&leD4 ehollld keep tbie Teey nch in aiD4. Bolton did not pn aD7 

IIIUmaUon •• t o b1a reaction to thh c ... ent, 
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PARAPJIRASI OF TILIQJWI REOIIV:!D 

PROM: Allerio&n lmbaaey, Paria, France 

DATI: lfOY•ber 16, 1938, 11 a.m. 

lfO.: 1929 

COBFIDIHTIAL. 

EB 

During the past two days I haTe had talka with a 

number of well-informed people about the si tua.ti on created 

by the decree l aws issued by Reynaud. The following ie 

my infol'll&ti on in the matter: 

In the main, oCDser...atiYe bankiDg and business people 

are sympathetic, despite the f ear that taxee will be higher, 

and they hope the plan will work. There 1a of course en­

thusiasm on the part of stock market operators. There ie 

skepticism, disappointment or open opposition in practically 

a ll other eeotione of the population. There is a feeliDg 

on the part of the working classes , organized labor , the 

small Bourgeoiaie, that t hey have been sacrifice~ to the 

interests controlling the money. There is a wideepread 

feeling - though it ia perhaps unfair - that the plan doee 

not have imagination and that it is mediocre. It was said 

by one ori tio that t.he plan waa the work of the old group 

of experte at the Minietry of rill&lloe who haTe n01i learned 

anything the paet deO&Cle, and that Oberon or Laftl when 

Miniater of Finance ueed to hand out the same sort of thing; 

he said that since that ti•e there bad been a change in 

the world. 

There is a particular unfayorable r•ction in 

poll tical 

• • 
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politioal oirolee; the 8ooialiete haYe been driYen into the 

opposition with the Ooaauniete, and leaders ot the Sooialiet 

party tell me that they are greatly dieappointecl in the 

prograa. It wae not their wieh to oo.e out in opposition 

to Reynaud, who in t he paet baa taYored an ei.largecl go.ern­

ment w1 th t he Sociallde takinc part , and who hae adYooatecl 

a f oreign polic y whioh they lite much better than that ot 

BO!Ulet. It baa been found neceee&ry, howeyer, that they 

oppose the he&Yy increases in indirect taxation, and the 

aarcaetic reterenoe by Reynaud t o the •week ot two Sundaye• 

baa ancered thea, It ie apparent that eneral Radical 

Sooialiet deputies are in opposition t o the decrees; 

lll&ny deputies ct the Center and Right who b&Ye no con­

fidence in Reynaud and who dislike the hi gher direct 

taKee ezpreee open diesatietaotion. There are eo.e 

tactore which, it the political situation would allow 

enoUih time tor them to dnelop, would eeem to taYor t he 

sucoe11 ot the plan, In ae auch ae the tranc ie under­

valued in world aartete, the plan reate on a eatietactory 

monetary b&eie. Koreo.er, iaproYement ot bueineee in 

other countries, notably the United States, ougbt to be 

ot eome aee1etance. There are, howner, ae against theae, 

a nuaber ot definitely untayorable tactore which one o&n 

well 

Regraded Uclassified



-a.-

wall illua1irda 1»1 a CCIIqlarba of 1itla 111iuaUoa at tllla 

praan1i UM wUIII 1iu Oll.a ill azia1iaoa Ull.d.er Poilaoara 1a 

1926. 'fila 4naata1ilcl raatou lllacl baa reb11111i ai illla1i 

co 

Uaa au4 J'rauoa waa equippa4 w11itl a 1101teru 1aclua1irial. 

plaut. 'foliar it u 4ollbihl whittier tb.a pb.ratoal eq1lip .. 1i 

11 autf1oia1i 1io prolluoa 1ib.a aeoaaaarr ill.or•aecl outpe.t • 

•• liuoa 1illai Uaa J'raob. 1a4uur. rllr1DS oil u:aagerahcl 

proteoUou of tligb. quoiaa aD.d iariffl, b.aa ateadilr 

<latarioraiecl. KoreoTer • tb.a anaUDS pol1 Uoal 11 iuaUoa 

oomparaa Tlrf \ID.faTorablr w1 tb. 1ib.ai iu anatauoa ill 1938. 

'fiLSOJ 

088 

\ 
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~,.,..., .. CORRESPONDENC E 
COIFlDII!IAL FILII 

L. I. IDoke 

,.CDEitAL AESE.RVE BANK 

Of' NEW YORK 

SUBJECT 

Cl 

0 ,.,.. lo••ber lt, 1111. 

!IILIPIOII COIYDIA!%01 WUI 

BMJt or •Gl.Joll D. 

I called Mr. BoUon •• lliZO thh IIOI'Iliq 1114 apleta .. 

\ hat I weoted to tela to h1a cUr~ on the reeort eel lene the•• 

two thoucht• With bial tlrnl:r, he h1d ••Uoaed to •• ••IT ooat14-­

t1all17 .. tt1'4q 'hit thlf' Wel'l dliCIUieiq eenaia Hltlio\lODI 1114 

that one or two renl'1ot1•• aNIUJ'el would pli'Obabl1 ba adopted lbol'tl1. 

111Cht I aot po1at out to h1a how Yll')' helpfUl 1t woald be 1t he would 

set bil !rea111r7 to dli'Op a h1.at of t h ••• •Meure• to Mr. Jluttei'WIIfth 

in London or ella t o -d Mr. Bewl)' to '" wr !rea111r7 people in 

lublncton i n th1t ooaneotloa before lt waa put tbi'OIICh rath er th111 

atttr it we• eo aoooaplhhed taot. !b1a 1t ••• ed to •• wu ldapl1 

1n lint with the 8P1rlt ot t he !rlparllh ~m4ertteDII1nc tbloh ... ed 

t o call t or J\ln that klnd ot d11GUU101l. laooncUT, would be pleue 

try to rtmal1H 'lhet the effect would be on our people it t he 11'1UIIb 

would let the aterllnc rate break the -ent the trade treat:r waa 

stcnec! toaorli'Ow. uJa~Pxa .. a~xta•x:...U.~: In 'a7 oplnlon that 

would bt • 110at IIDdelllrable 4 .. elo,.ct ead the etten ot thtt on Ollr 

people, t o II)' t h e lMit, 1101\ IID1'ortuat.. I lti'OD(l7 •pballted 

t hat bot h the .. ttw.cht• were 'a7 pa~el t houchta, thlt I wu .,...._ 

inc to b1• ott the reeort aa4 \bat I 11•Pl1 ,...,14 hs. to l.t t heN 

two thouchh co 'hli'Oafh b11 llla4. 

Mr. Bolton replied 'hat u tar aa t h e tlrlt tboqb\ •• 

concerned, be lllcht 1\eYe •111M4 •• :relteNif' 'b:r DOt •ak1q 1t •t­

clenU:r clear that \hale wen tboqlata 'lh1eb u••• ••• "'111.41 

hi t rooa 1114 bM aet •• ,_. ..- .,,.. .. • •• ~rea•r:r r-.1 .. 
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P'COERAL R ESERVE OANK 

OF NEW YORK 

C2 

0ATE..JU~I1' 11, 1 ... CORRESPONDENCE 

co•nPiftuL llLII S UBJECT! 1& .. 011 COIYJIU!IOI 11111_ 

I.IIIK or •oLMD. 

I 

•• 1117 nh wba\ tb., ba4 1D .U4 wve aot lt1al powen \bat u.., 
a11bt • .-. l"enhelou, be eoat1Jna .. , b.o appreetat .. wbat 1 ba4 

allicl OD bo\h IIIOHI1 wu1.4 P'fO 1\ ... oanllal \hoap\ lll4 lrotp •• 

tuftb.er 4"alopa•t•~ Jsn bltw \be IDDOao••• ot \ho 

t11111turo ot tho \roo\7 WOQ14 be I'Hiil'f .. "F \bo •utt•• be b.a4 • 

14oa. A wHit aco it 111D111.4 •n p~elllJ' ba'fo helped n ... liae -

ID \be liP\ ot \be lnon 4"elopa•'•• bo-w, n ,., 

qtdtt pouible \hat \be otton ot it WDul4 be loat. 

Be b.a4 clofto oo\htDc aon todq lD \he ••n• 1D a441Uoe 

to tho aalo ot .. ,ooo,ooo wb!eb b.o bad •eUODed 1D b.h cable tb.la 

.omiDJ, fbo a:UuaUoa waa pneUoall7 acb.aDc .. r \h., ..... .UU 

call ed upoe to •PP17 aol4 to tho ••:rtr• •4 t h ... e .. e•t tho 

al11hton bolo ot lft\t.aa ~ baok tra tho ••rtrn. •• tar •• 

t h o fi'IDCI altuaUOD ftl OODOOI'D .. , th ... o Wll DO 4elOI'ioroUOil iD 

tbet p1otun •4 "WIN• ..... to prot• to walt uUl tho 

Cb•b ... lat.a-llalltaa ._..1., with Dol.UOI', aobo41&lo4 tor • wMit ,_ 

tcdq, b.a4 tue pl .... 

. . . . . . . 

\ 
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FEDERAL R£SCRVI! BANK 

Oil' NEW YORK 

CORRESPONDENCE 

COIFIDmiAL nLII 

L. •· Da"'!!!o!!!k~•'-------

0 AT£_1o•••r 111 ltlle 

suaJEcn_fiLIPIIOII COIYJaU!IOI ml 

BAn: or ruae~. 

I oalle4 lr, Cal'ipel a\ latiO \odq, fh• wve doiq 

prt\tJ well ~mder the oirGWin~J~a .. , he eatd, .ad ..,.. eo tar 

uU•tle4 bat the preeet pol1t1o-'- IS.tueUon dlciD't app"r w be 

aood. On llondtir th• had bad • •e~ 100d dq1 reatel'dq • sood one, 

tnd todq he bad ~bt a ·•ell .oaDt 1Jl au••• ot h1a aalee, Ia 

qreed With •• that I~~JDaad'• pro,,.. •• publilhe4 eo tar •••e4 'o 
be • cood oae md that alloY• nn')'\hin& elee IIIJDWd wu probebl)' 

t be b .. t K1111eter or 111111101 Jrazsoe bad bad in • nuber ot r .. re. 

It r .. dne4, bowner, to be eee 11bnber he would sn parlbatnh~ 

1Upport tor his plane -.be the Cb.•b•r •-' on Deo•ber e. Xean­

while •• would ba•• to bide wr U••• 
8ter11D1, be thOQih\1 wu rath er wealt .,ua todq, ••• 

rou lmo• th.,. are do1D1 their ••~ ben to hold u. • 

LillO 
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IIIIJ'r: 
Proteuor 
llerriu: 

HI&Jr: 

II: 

JO&Jr: 

K: 

lOIJr: 

II: 

Hl&Jr: 

M: 

HUJr: 

II: 

RJUr: 

K: 

HJ&Jr: 

II: 

Hli.Tr: 

II: 

Hll.Tr: 

II: 

Hello. 

Good .orn1zl6, Kr. Seore\&1'7. 

No•e•ber 1e, !Q~8. 
11:80 a ••• 

Hello Proteuor llerrs.a., how are 70U7 

I ne Jue\ wr1\1zl6 70u a nob. I nihd un\11 I 
go\ baok to Chicago \o look vp \ba\ .. uar 70u 
were talking to me oyer \he phone about. 

Yee. Yea. 

'!'he u.n \hat I had 1n •ind, part1cularl7, co••• 
up now pertaining to the a1lk producer•. 

Yee. 

Oeorse I. Huee 10 he'• out ot 1\ . 

Well he'e got to be the detenee and otfenee too, 

Oh! Oh! 

He 'e attorne7 aga1net the GoYernaent and th11 
indict.llent on the ailk producer• truet. 

Oh, oh, on \he btg \h1zl67 

Yee . 

C4 

Oh, I thought 70u were thinking 1n tenaa ot Chicago. 
I - 70u •ean the thing that broke out 1n the paper 
toda7t 

Yee. 

I get 70U, 

YOI. 

AU right, Who elle han 70u go\t 

Well now1 \he bee\ •en, there'• no uee giYing the• 
\o 70u, the7'r• tied vp, I don't think 70u'd wan\ 
\o uee the•, like rr.nk Bulb, tormer corporat1~n 
counael, good De.ocrat, Flo7d 'l'hoapaon, toraerl7 
on thel111not.eupreae Court, De.ocrat, but theJ're 
bo\ll, while \he7're oold to the OoYernaent, 
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RliJr: 

II: 

HJ&Jr: 

M: 

HKJr: 

M: 

HIIJr: 

II: 

HUJr: 

II: 

l;DIJr: 

II: 

HMJr: 

M: 

Hl&Jr: 

M: 

HliJr: 

M: 

IDU'r: 

II: 

HIIJr: 

M: 

10Ur1 

-a-

aDd tlle7're - A4111D11trat1on, aDd t.he7 are t.1e4 
vp w1t.h all kiDde ot epeo1al 1Dt.ereat.a. 

Doee 1t. h&•• t.o be a rea14ent. ot Ohioasot 

'fell, 1t 1t.' • so1J16 t.o be a Jlll'7 t.r1al 1t. would 
alaoet. h&•e t.o be. 

I aee. 

Bow here'• a euggeat1on. 

Yea. 

Ot a li&D nued Bowden. 

'fait a a1nut.e. B -

Bow - Bow 

Yea. 

-den. Bowden. 

Yea, I sot. 1t.. 

Georae. Jl'1ret. DUe 11 Georse. 

Yll. 

H1a a144le naae 11 I . 

I . 

Yll. 

I like 1n •ut.t7•t 

I aa 1D •k1t.t7•. 

Yea. 

He' • a proaiJlent auber ot the IA.-rere' OU114. 

Yea. 

He 11 11kel7 t.o be their next Prel14ent., I'•• heard. 

Yea. 

\ 
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II: 

HKJr: 

II: 

HWr: 

II: 

HliJr: 

ll: 

ID&Jr: 

II: 

HJUr: 

II: 

ID&Jr: 

II: 

Hl&Jr: 

1(: 

Hl&Jr: 

II: 

ID&Jr: 

II: 

HKJr: 

l.l: 

HIIJr: 

GS 
- l5 -

And he hal been - he 11 an honor aan in the Law 
Sohool, about tort~ ~ear1 old. 

Ye1. 

Ha1 aade quite a l ittle aone~ and perhap1 would 
Uke to - a1ght be a aan 70u could uee . 

Uhhuh. 

He hae been, however, a 1ort ot a braintruater 
i n a qu1et way tor Igoe . 

Well, that 's Juet what I wouldn ' t want then. 

Well, ·but 1t _he' a all r1ght . 

No. 

He a1ght g1ve 70u a bruehorer. 

No. Aft7body that'• with I goe I don't want. 

Well , be '• the onl7 -

No . No. 

He ' • J ullt- on biB etatt 70u know. 

Well, ot course with the ohange that t ook plaoe 
~eeterda7, things ~ be eaeier tor ue now. 

Yee . Ot oourse, I thought - I always thought 
tairl7 well ot Igoe in oerta1n 11nee ot oaeee. 

No. 

Exoept where be touched oerta1n aattere. 

No. 

But 70u have 70ur own -

No. No. Well, ·do a little aore thinking, wil l 70ul 

Yee, I'• going down town now to talk to 10ae one 
or two people. Hello. 

I want 1no1pien t Dn17. 

\ 
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If: 

HJIJ'r: 

II: 

HMJr: 

K: 

ID&Jr: 

K: 

HUJ'r: 

K: 

I:OIJr: 

K: 

-. -
Y11. I~• not eo eure but th11 fellow Bow4an 
aight be 70ur un. 

Bot 1t he'• • tr1en4 ot Igoe. 

Well. I '11 - I u going down town 

'f'here 1 1 no lll&rJ'1. 'f'here 1 1 no h111T7. When JOU 
ooae baok to Waehtngton will be t1 .. enou&b. 

67 

Oh there'• no hlll"r7. Oh, I tbou&b1(rou - Mtter ot 

No, no, no. We'•e got plent7 ot t1ae. 

Oh well then, I'll take _, t1ae , then. 

No, we'•e got plent7 ot t1ae . 

.lll right. 

'f'hanlt JOU 10 llllch • 

'f'hank JOU. 
\ 
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HllTr: 

Operator: 

HKJr: 
Seo;r. 
Hllll'e Op: 

HlL1r: 
Seo;r. 
Hull 'e Op: 

Cordell 
Hull: 

HJIJr: 

H: 

Hl&Jr: 

H: 

HJUr: 

H: 

HIUr : 

H: 

!UIJr: 

H: 

RMJr: 

H: 

HJIJ'r: 

H: 

HlLJ'r: 

Hello . 

Seor etar;r Hu.ll oall1J16. 

!hank ;rou. 

Yee. 

Hello . 

Hello, Mr. Seoretar.y. 

Hello, Henr;r? 

Hello Cordell. 

WoYeaber 1e, 1Q38 . 
1:09 p ••• 

Yea, e1r. 

What aort ot hUIIOr are ;rou 1nt 

It 

Yee. 

When ;rou oall ae, alwa,ya a good huaor. 

Well , I uaed to, when I held oourt, I ~eed 
Ye1'7 eeyere t1nee and ao•etiaea I .. a or1Uo1&ed 
tor being too eeYere . 

Yea . What are ;rou going t o do now? 

I -

Co~n1t me to life 1mpr1aonmentt 

Baok about a ;rear ago , ther e wae a Br1t1eh ah1p 
mown aa the 'l'a,yback. 

Yea. 

Which had an op11111 oaee. 

Yee . 

And the Departaent ot Juat1oe and the Br1t1ah -
the Br1t1ah 1ntereata entered into an adJuat•ent 
at t815,000. 

Yea , 

ca 

\ 
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Now, there'• eoae - still eoae kind ot aieunderetand­tns or eoaeth1ng. 

Yee. 

The Treaeur,r accepted - they rece1•ed and caehed 
a check, I euppoee 1t auet ha•e been thro\16h eoae 
kind ot 1nad•ertence. Anyhow, the Br1tieh 
Alllba11ador h awfully worried because 1t 1 e - he' e 
fixing to lea•e - he teele that th1e 11 a aeritor1oue 
propoeition, but he'e awfully anx1oue to get thie 
closed out. 

What are we doing, hold - asking thea to pay t wice? 

You people are holding I.IP tor the original aaount 
ot the tine 1netead ot the a4Jueted -ount. That 
wae entered into between the Departaent ot Juet1ce 
and - tor eoae - in eoae way the Treaeur.r rece1•ed 
the check tor $25,000. 

And we caehed itt 

Yee. Now, that's - the point about that ie it'e a 
little hard to - the Britieh Ambassador to explain 
to hie Go•ernment or tor ue to explain to him. 

Yee. 

little, little bit of tendency toward 
hard teel1nge , and I don't know what you can do 
cone1etently, but 1! you could eee your w&7 clear 
to clear that I.IP while we're e16D1DS the Britieh 
Trade Agreement and the Canadian Trade Agreeaent 
toaorrow, it would - I think it would be worth 
oonddertng. 

I'll do the beet I can. 

All right, He1U'7. Tl1anlr. you. 

I'll call you back. 
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Hello . 

Yu. 

Dr. Bowunf 

Yea. 

Heftr7 Korgenthau, Jr. 

Yea Mr. llorgenthau. 

lfonllber 1e, 1838. 
l:oe p.a. 

70 

I hope I haven't diaturbad you at lunohf 

No, I oue hoae a little ear}J' upeot.ing 10ur 
oall. 

Oh! Dr. Bona.n, 1n t.alking with t.he Preaident 
thia aorning, he waa talking about the tor.er 
German ool aq known ae the tau: a. 

Yea. c"'wvr.u-N 

1D donneotion with the poaaible land tor pol1t.ioal 
retugeea troa Europe. 

Yea. 

Bow, I've got. your boolt that 1ou•ve written and I 
wanted to ooae to 10u -

I oan not quite hear 70u. 

I want to get eoaebod7 to help ae 1n soina into 
the eoonoa1o geography ot theae - thia pertioular 
oolony and any other colony that might be uaad 
tor that purpoee. 

Yee. 

And no oan I get to help aef 

Well, ia it Atrioa prlaari}J'f 

Well , it'a aD1 plaoe that ottera a poaaib111t., 
tor theae retugeea to so and aettle and aata a 
deoent livelihood. 
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Yee. I thlnk you know ot the exchange ot lettera 
between Praaident RooeeTelt and ~aelt. 

No, I don't. · 

Well, he aaked ae about the olaime ot the Orinoco. 

No, he didn't, no. 

I eent hia a two thouaand word letter au.mari&ing 
about twenty or twenty tiTe booke and artiolae, 
and the report ia unfavorable there. 

Wall -

But he returned with the requeet, . ot oouree and 
no need to •AT to you that it 'e contident"ial. He 
didn't eo label it but he aaid it wae a pereonal 
inqu1r7 becauae he waa Juat l ooking around the 
aap at the preeent time . 

Wall, the point wae, I -

Ka wanted to know whether Columbia and Weatern 
Vene&uela had any poaeib1litiee out81de the srau 
lande ot Venecuela. 

I'• aend1ng h.im within the next few daya a larSe 
aap about tourteen by ten upon which I will haTe 
indicated all the land in Northern South Aaerioa 
that hae oapacity tor aettlement, and auamary 
atatamenta paated on the map which indicate what 
the adTantagea and diaadTantagea may be . 

Thia 1a 1n South Aaerioaf 

That'a 1n Northern South America. 

Yell, you eee, but -

•ow in direct anawar to the queat1on that you haTe 
aaked about Atrioa, there ie a man at the Univeraity 
ot Oal1torn1a, whoee name ia Xarl Delcer. 

Iarl . 

Delaer. 
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larl. 

Yea. 
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ADd lLe oan be a4drened e1llpl7, "Depart.•ent. ot 
Geo~, UniYerei\1 ot California, Berkele7, 
Oal1tornia.• 

Ot Berkele7, O&litorniat 

Yea. Wow, lLe helped •e 1n t.ll.a\ book ot a1ne 
entitled 1 L1aite ot Land Settleaent•. 

Yea, whloh I haY e. 

Wow, he wrote the eeotion on 

I eee . 

ADd he'• a Geraan. 

Yea. 

He'• not a Jew. 

Yea. 

But he deoided to oome to th1e oountq not 11k1na 
the proepeote. 

Wot Ultins the -

72 

Hie tu117 11 et111 11Till6 1n Ger11&117, and it ie -
it he were oonneoted with it 1n an,r W&7, I 'a qu.1 te 
eure that. he 1d haYe to be rea .. ured 1n a4Yanoe t.hat 
h11 part. 1n 1t would be ent1rel7 unknown. 

Oh! 

Por the prot.eot.1on of hJ.e taa117. You eeet 

Ien't. there an.rbod7 elee t.hat oould -

I wae ao1ns to eusgeet. t.hat. it 7011 wanted t.o haYe 
the a4Yant.ace ot h11 -ot hJ.e knowle«ae, M4 ot 
oou:-ee hie ao_. ot ~ee, an4 hJ.e qu.1ok 
taoil1\1 1n aet.t.lna at. e••r.r~. he'• a well 
trained -.n that. -fr,., tried ou~ 1nt1ut.el7. 

Yea. 
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And 1t 70u wanted that, 70u oould - 70u oould 
deal w1th h1a through ae. 

I eee. 

73 

And I would be 7our butter. I would be hie butter 
1D other worde . 

Well , I 1a do1ng 1t_tiret tor the Pree1dent end 
eeoond on aooount ot ~ own pereonal intereet, 
eeef Hello. 

And ae I ·~ , the Preddent - I wae tallt1.ng to h1a 
th1e aorning, I raieed the queet1on about t he 
P'renoh, lnglhh end Dutoh Gu1D&a1, and - Hello. 

And- beoauee a aan b7 the name ot, oh I t orset 
the aan'• name, but, what i1 hie name, .. , 
written - who wrote a lot about the 
:JOU .. ef 

Yel . 

Wrote th11 letter t71ns ue vp w1th the - w1th our 
war debt . 

Oh, 7e1 . 

And the pou1b1lit7 or eettl1ng eome ot the war 
debt and taking ooloniee. 

Yee . 

811f 

Yee . 

8o that'• wh7 I'• 1D on 1t. 

Oh, 711 . 

Kow, when I aentioned th111 other oountr1ee the 
Preeident oh, no, troa a et&D4po1nt ot future, 
70u can't do an7th1ns w1th thoee oountriee beoauee 
there'• too auoh teYer and eo torth and eo on • 

Y11 . 

Regraded Uclassified



HIIJr: 

8: 

IOIJr: 

B: 

HJUr: 

B: 

IDIJr : 

B: 

HJUr: 

B: 

HJ.IJr: 

B: 

HUJr: 

8: 

HMJr: 

B: 

tour: 

B: 

IDIJr: 

B: 

- IS -

Bu~ I don'~ know whe~her ~ha~'• rigb~ or no~. 
HI eeeaed ~o be qui~• poei~iYe abou~ i~. 

Yee . 

74 

Then he eaid, 1 Wll.r don·~ 70u look a~ ~he J:uerune, 
and - beoau11 bo~h Ens land and Franoe own ~boll . 1 

Yu . 

In o~her worde, wha~ I wae trying to explore tor 
h1Jl wae 10111 oolo~ ~hat belonged ~o a oountey 
who owed ue eoae aone7 . 

Tha~'• rigb~ . 

You eee? 

ln other worde torgi'f'e ~ea tor part ot 
~he obligation U thll''ll " ke par~ ot thh Job. 

Exaotl7. 

Ye1. That ' • a good i dea. 

Now, it wae new to ae, and Kr. Bell here 1n the 
Treae~ , 1e 'f'eey auoh tnteree~ed 1n tha~ . I 
wondered it i~ oouldn ' ~. we oouldn 1~ explore a~ 
tire~ troa ~t etandpoln~, no aatt er where 
England or Jl'ranoe or ~ ot ~he Allie• had a 
ooll~. 

Yee . 

Le~'• ••• it ~e7 1re ~ good. 

Oh, ~ha~'• grand. That'• a good idea. 

II tlla~ new to 7ou? 

Y11. 

Well that wae new to ae. 

Yee . 

Oo~ton D. MoQil1re 11 ~hi aan. 

Yee . 

' 
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You know he wrote the tirat book on the war debt, 
about the idea that we ne~er would collect thea 
or ahould collect thea. 

That'• r1ght. I'~• aet ~.1a ao.etiae , I th1.Dk he 
caae up to talk on foreign relatione when I waa 
1.D New York. 

Well, he ga~e the tiret talk \hat wae e~er gi•en 
on the foreign relatione. 

I eee . 

And th1a ia h1a idea. Now it you'd be willing to 
explore it troa that angle and then if we ' could get 
together aoaewhere I ' d be glad to come o~er , or lt 
you happen to be coalng here, we oould aeet here. 

Well, that'• flne. 

But I 1d like to do 1 t fai rly pro111ptl,y. 

Yee. Well, now -

Whlle the eubJect ie 1n the alnda of the people, 
before lt coole -

Suppoee I wlre tor thie aan Delzer to coae on, and 
eee whether - aee whether he'd be wllllng to coae 
and do aoae work here . 

Well, that would be wonderful. 

How woul d I - how would I co~er hle expenaeeT 

I can let you know th1e afternoon. I '11 a ell:. the 
Pree1dent. 

All right . 

I' ll aek the Preaident and I'll call you baclt. I '• 
going o~er there at two. That'• why I wae eo 
anxioue t o apealt t o you. 

Yea. 

And I ' 11 - I'll tlnd out troa the Pree1dent how 
we can do that. 

Yea . That'll be tlne. Now -

·, 
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But. I t.housht. 1t we could exuine all ot t.hou 
ooloniee tiret.. 

Yea. .Ul right.. I could put. hill right on to that 
and hie ooaaand ot lansuaaea ie auoh that he oao do 
a aplendid J ob 1n Yer'f abort order 1t we had hill 
here. 

Ie he one ot t.hoae refugee proteeeoret 

No. 

He'a not. . 

He ' • a ;roung fellow. He toolt hh training in - 1n 
t.he Uni~ereit;r of California - a fellow 
who h ot Oerii&D origin. 

Yea. 

And Delzer married an Allerican girl and haa taken 
out hie papera and ie an Allerlcan citizen. 

Oh! 

But all t.hh hae happened Juet. within the put tew 
;rear a. 

Oh, ;rea . 

Now he'• l;ring ~ery low. He ia ne~er getting into 
an;rth1ng, he 1 • nner doing an;ything t.hat 1n an;r 
wa;r will dht.urb hie people, 

Uhhuh. 

But I oould aalt h1a to coae on, and do a Piece of 
worlt t or ae, and we ne~er need mention the word 
refugee. 

Yea. How ie he on -

I oan J uet. oall hill along and aa;r, 'Look here, I 
want to know about Oerii&D1'• foreign ooloniea.• 

Yea . 

Intoraation on population oapaoi\7. 
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I get 70u. Did 70u ~ he ie anti-B&ait 

Oh , quite detinitel7. 

Quite 41t1Di tel7. 

Oh, 1••· There'• no queetion about that, and he'• 
not in &n7 leaet degree a Jn. 

Uhhuh • 

.He 1 • Juet a thorough going liberal Geru.n ot the 
1848 Y1ntaaa . 

Wall , he - 1D other worda he'• a &:arl Schult&. 

Yee . Yee. Exactl7. He'• a larl Schultz. 

Well, I think he'd be ideal. 

And he'• not a aan who - who ie interested in 
&D7thing politicall7, 7ou eeet 

Yee . 

He 1 • a etudent, but he did a M91iticent Job t or 
•e on that 1n Ada thing and ie editing 
the other papere 1D that yol~. 

Well. 

He did the checking up and eYer.ything. 

Well, I '• kaenl7 1ntereete4 1n this -reelt, and ae 
eoon ae 70u haYa eo•ething I'd loYe to eit down 
with 70u, and I'• going to •III!Selt th1e t o the 
Pree14ent he giYa 70u an eYenlD&. 

Yae. 

Where the three ot ue could Bit down. 

'!'hat would be beet. Jfow, when 70u work around to 
that quaetion wh7 don't JOU - wh7 4on 1t JOU touch 
the edge ot that lOuth ._erican thing and then let 
hi• apeak. 
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Do what? 

~ don't 10u talk South Aaerioa a little bit and 
get h1a to aention the taot that he 1 e aeked •• 
theee queetionef 

Rigllt . 

And without telling him that 10u know, would 10uf 

Yea. I eee . 

78 

I'Te kept it etriotl1 confidential though he didn't 
aek that, 10u eeef 

Well, 1t ehowe that the Pree1dent and I are both -
got good 1deae to go to the .... aan. 

( laughter) Well that'• awtull1 n1ce ot 10u 
Kr. Morgenthau • 

.Ul right. 

I'll do &Q1th1ng tor 10u. 

Thank 10u. 

For 10u pereonall1 and beoauee ot 10ur old aan. 
I lUte h1a. 

8o do I. 

Good. 8o, I '• getting that Northern 8outh Amer1oa 
etutt within a tn dqe . 

All right. 

And 1t 10u 1ll - 1t 70u1ll g1Te me the word. 

Ftne. 

I ' ll eee what I oan do with Delser and 1t I ~·t 
get h1a, I'll get eo•ebod1 elee. 

I'll let 10u know . ton~t . 

.Ul rtght. Fine. 

Thank 10U. 

- GoodlQ"e. 
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-olac aalM tue8 1a .. ,..., M ..... al ..... ....,., ot .... \lac tM& 

ofttto, n4 aleatac ,. .. a eertala ,.tat, "'' \hi\ 1a \lllo - M -

ot \loa .,IJol• \hi\ \lieN llllnU lie w .... ,1_ ... \lu\\ ..,.,. - ,_ 

... lllPeo\ ..... ~· .-.u w, ,., till& alll\loeel -·· 

"'- Preet&eat •• .._, .,_ .ua ua .. "'" lr • ._ wn • \'Ill• 

.. , ....... - ..... -.14 ........... - ............ \loa\ ..u 

... - , ... ••t• -· .. _ ................ t ... • .,. 1a .. - ..... . 

!llh -.1& ~ ~~~.ro \M ., ... at &aornd .. \M 1 r 0 \la at '"* 

._'-'loa *lA ..U lie a .... \'Ill .. fw tM .._Ill_ ,..,te. 
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87 TREASURY DEPARTMENT 

IHTIIR O F P'ICK COMMUNICATION 

OATO -~~-
•o Secret1lr)' llorgentbau 

roow Henoan Oliphant 

Tho following is & comparative ~sis of the ho.ndl.ing of the 
so-co.lled Louisiana income tax casee by tbis Deparbent and the 
Department of Justice, 

~t.'\ln disclosures volunteered by a resiA:Ient ot Hew Orleana 
in 19J2 proapted investigation by the Bureau of Interaa.l Revenue , 
waica extended from July 18, 1932 practically to November , 1937, 
interrupted only between February and December , 19JJ by t he change in 
administration. Some JOO individuals and corporations were involved. 
On eviA:Ience obtained and referred to the Department of Justice, 
cri.Unal indictments were returned in the United St.ltoa District 
Court :.t N~w Orleaaa against :<6 indi'O'i.duala and two corporations, 
co~prisioe two conspiracy charges involving corpora tions and indiviA:I-
uals and 19 ev~U~ion, per jury and false return charges against indiviA:Iuals. 
On the S<une eviA:Ience the Bureau issued deficiency notices , including 
i'r>ud, negligence and delinquency penalties, aga.ins t 21 indiv1A:Iullla . 
Th•se filed appellla with the Board of Tax Appeo.ls under J4 dockbt 
nuobera. 

Toe criminal Cli888 were tried first . One defendant, St!lte 
Senotor Josepn Fisher, wee convicted, r eceiving an 18-month penitentiarY 
sentence. One other cuse (A. L. Shushan) , wbich was regarded ss strong, 
was then tried and resulted in acquitto.l. Two corporations and 10 
individuals pleaded guilty or nolo contendere and were eent.enced to 
P"1 moderate fines . Tbe remaining indiet:oenta aaainat lJ individuala 
• ere thereupon disaiaeed on "'otion of the United St:ltes Attorney, witbout 
adequate consult~tion with Bureau represent~tives and without their 
approval . Tbis Department was conYinced, despite t he acquitto.l of 
A. L. Shushan under very unusual cirCWIIatances, t ht.t t he other cases 
lllerited trial, notably thAI conspiracy charge agains t Seymour Weiea, in 
which all four of bis co-defendants bad pleaded nolo contendere . One of 
tne dismiaa..d indictaeota WllS azaiost the United Stet.ea Attorney ' s 
brother-in-lsw. 

Hoaringa in thAI civil proceed!nas against the indictod 1ndi v1A:Iuals 
a.'ld corpora tions began under obvious handicap in Jo.ouary , 19)8, and 
continued for t hree weeks to fino.l disposition of the whole list oxcept 
the c .. sea QJ&inst A. L. Shueb"" o::nd S<oymour i:eiss, in wbich es&enticJ. 
>itnesat s ure temporarily absent. No case was lo•t or diSIDiesed. 
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Ntnewen docket m.bera were dUpoeed or b)' de.tault or atipulatiou of dati cienciu, induding peD&lti.ee, &eCOIIIIt1ng tor 11.46,809.29 p1ua int.rest , an m recOftl'J, all or whicb baa been or • ill be paid. Fifwen docket I1Wilbera were v14!oroual,y tried, re1Ult1ng 1n judpenta oggregat1ng t69, 719. 22 plus interest , all ot wbiob bee been or will te p&id. Ro appe&ls bATe been tiled, In edt11t1on, other cirll. proceedings &l!ainst taxpe;rera i n this group wbo 11114 not been indicted wer e tried or settled with siailnr results . two insolvenc;r caaea were comprOillieed for 11ore tbAn could baTe been r ecOTered, Except 
M to t be tmtried casee &&ainst Sl:lusb&n aDd Wei.ea, •TBrY cirll. defi c! enc;r asserted &&ainst t hia entire list of taxpa;rere L&s tbue been eatisf actoril,y accounted for . The SlmabB.n and Weiss cases ban not been set for trial but this orfice will i.Dsis t on their be1ng docketed and tried a t tbe Spr1ng bearinga or tbe Board at llew Orle&ne • 

• 
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!!JD 

Secretory of State, 

. , ,., . t l. oo ..... :.. ~.:; on. 

1323, llovcobcr 16, 6 p . m. 

PL!\I N 

London 

Dated November 16, 1939 . 

Rco'd. 3:47 p . m. 

~I.e volume of t radins i n the Lond on foreign cxc.l1..cn_:;e 

mar!tEt :taa been less than y cs '.;cl•do.y but the market i s nn•­

vouc r.nd \~dcciclcd . 'i'hc dollo~· O?EnEd strongly bid c.nd 

r.1ovcr'. to ~ •• 70 '.'lith almost no dcnlin$0 a t l'lhich point the: 

Br itish c·.\thori tics gan dol lAra ~or a short time . !.s soon 

e.s they cro.s cc'l. the ra tc !'Ell to -~ .69t at wh ich point tl"..ry 

gave f r eely o.3ain. Due to so~e prcfir.1ng salea of dol~nrs 

the l'C.';e uoved up to 'i . 69! ancl. :;radually but ere.ticaHy 

moved up t o cloac a t 4 . 70 1/C. 1.n the later a!'ternoon t~rc 

Ylas no evidence of intervention on the !)art of tl:lE : r i tis~ 

authorit i::o. The Continental ·:~cnand for dollars slnclccned 

tod~y. 

The franc has a lso had a t11o- way n~arkct but on balance 

the French fund has lost a m9dcratc amount of sterling. 

Second tho·.\:;hts seem to be lcndl.ng to the conclusion tbt:t 

Rcynaud'o censures nill produce litt le beneficial r esult i n 

the 
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JIJD - 2- llo. 1323, November l G, 6 p. m. from London 

thE ncar future. 

Of thE 251 bars sold at gold fixing nt 148s. ld. 

almost 200 were supplied by the British fund . 

HPD 

90 

\ 

Regraded Uclassified



HI.IJr: 
Robert 
'l'reiND: 

HKJr: 

'1': 

HJUr: 

'J•: 

T: 

HlLJr: 

T: 

HlUr: 

'1': 

BUJr: 

Hello. 

Hello. 

Morgenthau epealt1n6. 

Th11 11 Bob Treaan. 

Yee. 

Up in Ithaca. 

Yee. 

WoYeaber 18, ~~. 
•=~ p.a. 

~1 

I ' • sorry to bother you, but I Juet let~ V1o 
Underwood, and we wanted ~o au you a proposition. 

Yee. 

We h&Ye our big Oo~~mun1ty Cheet dr1Ye at Ithaca 
right now, and it aeane a great deal to the 
ooamunity, the Un1Yereity g1Yee and eo torth, and 
they ra1ee a lot ot aoney. Well, we'•e always 
been able t o ge~ a thousand dollars troa eaoh ot 
the banks, state bank• up untll laet year, and 
th1e year the r1ret National Banke say that there'e 
a ruling in your Depart.ent they cannot g1Ye to a 
Couun1ty Chest i n Elll1ra and Syracuee and all the 
other placee they do g1Ye and 1t aay eeea un1apor~ant 
and eilly ~o oall you up about 1t, but V1c Underwood 
and CUrry and the r11t ot thea thought 1t we'd 
call you up that you could tell ue otthand but 
nobody eeeae to know wh ether they can or whether 
they oan•~. 

I couldn'~ de 1~ otthand, but 1t you'll eend me a 
telegram I'll get you an anewer 1n ~wenty tour 
houre. 

Well, ~hat'll be tine, and it eeeae ~o ae that one 
ot the tlneet th1nge I could do 1n the country would 
be ~o let the banks oontr1bute 1t there's any way 
1t oould l•e done whether they - the State Banke 
all do, and tor the build UP ot - 1n these tlaee, 
tor -

Well, put it all 1nto a telegraa and go 1nto plenty 
ot de tall and I • 11 get you a ruling. 
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T: 

- a -

All right, t.hat'e fine. I'• awtu117 aorey to 
bother 70u, and 1.tuA!•••, w1 \h all 70u' Ye sot 
on 70ur •ind, an~ort.ant tb.1ng, but I tllousb.t 
70u wouldn't •ind 1t. 

92 

IIIIJr: No . Noth1q -

'1': 

HMJr: 

T: 

HMJ'r: 

T: 

HIUr: 

'1': 

HKJr: 

'1': 

bother 70u w1th 1t. 

Jfo, nothtna 1e uni.llport.ant . 

And I'll aend 70u a tele&r&~~ th1a a1'ternoon and 
U 70u could do what 70u can, I \h1nlt the wbole 
principle 1a, the Prea1dent do 1t, would be, I 
don't •ean now, but - would be a t.h1D6 \hat would 
be a Yeey adyantegeoue thiq for the wbole 
oountey U the7 oould be allowed to do 1t. 

Well, 70u aend me a telear .. and I'll get 70u a 
rultns. 

I hope 70u'll oome up and Y1e1t ua ega1n. 

Al.l r1gb.t. 

!hat' • fine. 

'!'hank 70U. 

Ooodb7e. 
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i!~ STl:.HhtNG iU.TE LllD BRITISH TRADE 
,vi!H.:JL No veober 16, 1na. 

4 : JJ p . m. 
Present : 

:L . . Jr : 

!lr . Taylor 
~l r. White 
;Jr . Lochhead 
~r . McReynolds 
i~r s Klotz 
Mi:;s Chrtuncey 

Here is tnis letter from Hull. 

"I n;;~ er.;:losing , CO,>Y o :· o memo r andum of co:werss tion 
b~t ·;een Sir ~on' ld Line say> tne hri tisn J.mbassodor, 
' nu 'ssistant Se.:retl.ry of ~to.te Sayre, nela on tne 
&fternoQn :>f t::>ve_ber 14 . 
11Jn to .. b ~ sis of :Jr . i' "i:; 1 s reports of conn~cted 
ul.;cussion~ . .m tne subject th..t na ve t aken pl&ce 
v ve r l n tne 1re~ ~ury , 1 Wluerllt:.n..J th<. t this action 
runs corn1letely in t.cco rd with the Tre;.sary interest 
:..nu in fa.:t m!lr ely r e!)e11 ts a n lnltif•tive of the s ame 
klnu •~~tde in ~tccord 11'1 th un unders t !.nciing .1 lth the 
l re.usury . 11 

11
• • • Lno in fo.ct merely r epu~o~ ts an ini th ti ve of the 

sullle .;;ir..:1 made in Lccord .ith an understandine wi tn 
tne " re&sury . n 

.. tll , .men laylor .;~ s in ne re l~:st night I called up 
dr. ciLyre and tolu him toat this does no t run in 
~>ccora \\ itn wn<.t I •·bh, for tnls reLson. Th.is is 
tn~ c unversation betNe~n S~yre ond the British 
•mba ssaaor. Sec, ne •s quo t ing the President- 111/,'ha t 
~ill we uo lf tne ;>ounu should arop to 4 . 55 on Tnur sdsy 
morn.in,{?" End ol' c, uote . 

" After telling the Ambassador of the Pr esident's 
~<nxiety , I suggested thbt he might want to c able a t 
once to London to see if s t eps c ould not be taken 
to sustain the pounu , pllrticul~x· ly ouring the coming 
few days." 

!1o'll , who t I t ol d !Jr . Sayre ::&s tna t I was not 
)art1~ular1y interest ed in Khat happened t o the 
ound during the next feN days, but I was vita lly 

interested in Rha t happened to t ne pound ofter tne 
thing .VbS signe" . So therefore I 1m going to try 
tnis , anu I want this to go t onight . 
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(Di c t a t ing t o Mi $S Chauncey) 

My deur Mr. Secret ary : 

I beg t o a cknowl edge r ecei pt of your l etter of 
November 15, l';i t h enclosed memor andum of a con­
vers& t ion between the Br iti sh Amba ssador and 
Assia t ont Secr et ary of St a t e Sayre . 

~ou say in t nis let ter: 

"I uncierst~md t nat this action runs com­
~letely in ~ccord with TreLsury inte~est . " 

· La t e Tuesday af ternoon, :;epte.nber 15, I called Mr. 
Sayre, having a covy of his memorandum befor e me 
.mich he had furnished !.lr . Taylor . I reed to him 
the follo.v1ng sentence from his memor andum: 

"lif t er t el ling the llmbt ssudor of the 
Pr esident' s anxiety, I s ugges t ed tha t 
he mi ght 1vant to cable at once 't o 
London t o s ee if steps could no t be 
taken t o sustai n the pound, perticu­
l~<rly durilJ6 the coming f ew days ." 

I expluined to Ur . Sayre tha t our interest in t he 
pound \las no more or no less as fer as t he next 
fell dcys were concerned, but we .•er e vitally 
interested in ~nat ~gnt ha~pen t o the pound arter 
the trade t r eaty bet~een t he United St ates and 
Grea t Britcin was signed . 

i.e ha ve postponed taLcing to t he Bri t i s h l reasury 
in r egara t o our gr&ve concern in connection wi t h 
tne continued fall of the pouna unti l a f ter the 
t r ade treaty nas been signed, os ,;e did not i n 
any way wish t o introduce an element which mi ght 
be controversi&l. However, i f llfter t he signing 
of t he trea ty the pound should continue to f all 
r apidly, I wil l wi sh to talk to & r epresentative 
of t he British Tr easur y at the earliest mornent . 

In t ui s connec tion, I thought you might want • ••.• 

',/bat I want her t o do i s t ype it; t hese three men 
(Taylor, ;/bite, Lochhead) can t ake a look e t it; 
they can s end it Nitb a messenger t o t he house, and 

\ 
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,'uti to: 

t! • .J . Jr : 

1! . .... Jr : 

~ . - . Jr: 

'! . : . Jr : 

.:ni t~ : 

:l . ' . Jr : 

n~te : 

:l , . J - ; 

95 

- J-

I wa nt t his - so you c an tl(.i t f or me to s i gn i t -
I want t h is aelive r ed t o Mr . Hull he r e tonight a t 
n i s <.>artment . 

C:.tn :te !Rl. ke s ome s ma l l s uggc:; t i on s? 

Y cs, but not ver y mucn, not ve ry much , " 110r d o r t .vo, 
tout l don ' t ·n .nt much . See, Ht.r r y? 

·•l.ll , t h ere wer e certu in - t hen let 1o1e s p eak of t hem 
no.; . The em.~nt. sis t .l .. r t .. .,., .. rttntly i s tha t y ou don ' t 
• l s u ;_ny subst&ntial d o!.::line <f t er the t r a de 'gree!lent 
is s l gnea , ~a~ I t LAe i t ) Our th~ugnt i s , irres~ective 
:>f t .tE t r c.je • gree- ent , t nc t y our interest is i n :n~: ln­
tt:nt n~" ..> f til., r~te . I o'i010l::t n 1 t r e l a t e i t s o c l ose].y 
t " t oe t nue <.g 1·e e.nent . lou c.Jer e ly yos t poned t D.Aing 
~ .:tt ... r. to ao n.; t.nln.; t o : eo.,, rdl"e tne coru'irmc tion 
v J.' t ne tr~oce ag r eement, l>ut subse,1ue nt ly you wi ll t ake 
SU<.:I> t <.:tl .• n :. s ; u u feel L:; cc.lleJ f or slloulci s t terl1ng 
c~ntinue t o d ecl ine . 

Th1•t ' s wna t 1 Sbi tl . tine t I went t o get ove r t o hi m 
i s t n1.1 t I ' ..l con ce r neu now boc&use tt •s f a lling now, 
but I u i dn ' t ;;ent t o do &ll,)' t llin6 t o l ntroauce tlle 
~.>ntrovte r siel tning , but if ttl~: J.'~ l1 c ont i nue s I •ll 
nc. Vt to uo .::o~e tn.lng . 

•nLt 1s r lgilt • 

.. nu : " "nteu t o wr ite. it t Oll I w~onteo . 11!:1 t o g e t i t 
t oni bbt, s ee, becbuse tn~ t l~tt~r does not re, r esent •••• 

I t n ;,u6n.t ~ . .-~.: w .. r€ go lot to t t.Lt to th" Brl tisll r e ,. re ­
sent~ tive in a ny c ase . 

Yes, but this - ttlis l ::s t. l e tter !.n olni...:b :.tr . Hull 
;.~uts .nc o n t u e s ;Jot, ; nd i Wt nt aim t og t t ttli S 
t. onigh t , 1 :net 11 ne def i nitely put s me o n tne s po t . 

• nan yo u c o ul d S<iY yo u ' r u go ill!' t o speek to the 
b r itish 1ro;:;SU!' .}' s oon a ft er . • • . 

"If . " 

:>nly " i f . " I s e e . 

I mea n I ' o no t - 16t 1 s SI>Y she :~ tays a r ound l, . 7J end 
should s t ;:;y t n:.. t ,;by fo r e mo>n t b . othat ' s t h e usc or 
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Taylor: 

a . :.!.Jr: 

. ini t e : 

il . .J. Jr: 

.. ,11 t e : 

B . ~ . Jr : 

'hl11te: 

Ta , lor: 

H • .!. Jr: 

S6 

-4-

talking to them? 

ilell, I t hink you pr.obobly wa nt to t alk to them 
bnyhow, and you - and t here ore certain tllings 
tha t o r e - it ' s appropriate t o ••• • 

llell, if you people want t o say tha t, the point -
no, l e t me g e t this: don•t chango i t t oo much and 
don ' t a r gue with me . The point t hat I want t o get 
over t o Hull and I want t o put aim on notice is 
this : t ha t if t he thing cont inues to fall after 
toe signing, I want t o t alk, t.nd I want to get 
t hat over nJ~ . Jus t do it~ •~y, will you? . I 
c. on 1 t ••ant t o s ay, "I mmt to t alk enyway . " The 
point I want t o make : I ' m putting him on noti ce t nat 
i f there is~ sn~:rp fel l th~n I ' ve go t to t alk . It 
Joesn 1 t serve my purpose t o s ay, •As soon as the 
trade trea ty is signed, ~•m going t o t a1k. " I went 
it - ne •s put me on notice; I Nant to put him on notice. 

If you aon1 t mind, uo i t ~ way, unless you violently 
a isagree 1·.1th me • 

J ust some language changes . 

I don ' t want t o s ay, "I ' m going t o talk to tnem no 
m~tttbr what nr.ppens . " !.! r . Bull has put me on notice; 
I wont to ~ut him on notice tha t if there is a con­
tlnueu si~ing of the pound ufter toe trade treaty 
is signed, then I 1 m going t o t a lk; I •ve kept quiet 
in or der t o ilelp him t e t nis trt.de trea ty t nr ougb. 
'iha t ' s t he philosopny I want t o g bt over. If you 
Nant t o cnange a fev. o~ords , £11 r ight, but please 
aon ' t coange t oe philosophy, please don ' t say I'm 
going to talk in &ny event • 

~hat ' s clear . 

Is that clear? 

~uite . I don't agree, but it' s ~uite clear . 

You t ol d Sayre tha t you were going to talk i n any 
case . 

.lell - did I? 

Ub-bub. 
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l! .J .Jr: 

1aylor: 

B . ~ .Jr : 

uni t e : 

H . .J . Jr: 

•• •• 1. Jr: 

T~ylor : 

" · .. • Jr: 

n . • . Jr : 

unite : 

H .~ . Jr: 

oo nlte : 

H . ... Jr : 

oolli te : 

a . ..: . Jr: 

-5-

I t hought I said only 1f toe pound sinks . 

You told him tha t you had !l wnole lis t of t,uestions 
tha t we r e prepar ed for d i scussion . 

hll r1~,ht ; ~ny.vay , , , 

You can always change your mind later; it doesn ' t 
co=i t you . 

97 

tl.r . Hull for some r eE son h11s done s omething which I 
tn ink is tricky, rnd I ' ~ goin& to - this is my 
o~por tunity t o put him on not i c e that if the pound -
this is -Nhat y ou 1f'ont - if the pound fa lls sharply, 
1 111 hE ve to c&ncel - U5t the clc.use . And I nent t o 
a;) it no .i, s o nt: Cli.O 1 t srq, " I .vro te you n 

il& ~lsrLpresentea the Tret~sury attitude . 

dt uisrepresenteJ tnt: 1 r er. sury a tt1 tude . 

1'ht..r e is something rwmy u'bou t tha t . 

You bet your s .veet l ife th1.re is . 

rlea;.se , Hll. rry . 

v.K. 
Jnce in a mile I g et the olo.l elbow . ·;e ' ll see . 
No .. , for yo ur infor mb tion, I t a l k a nyway . 

.. ell, t tu.t ' s all r ight; t hc.t •s !Jll I want t o lmow. 

For your in!'ormt ti~n, cs soon ~s the trade treaty 
is ove r ~nd toe boay is sligutly cooled , I t a lk . 

O. K. 

I t &l k . 

O. K. 

~ut Mr . Hull waom yo u mu~tn 1 t f or ge t ls a mountaineer -
::nc. t Jo the/ c t.ll toe fellows - a f eudist - plus former 
~hairwLn o f th~ Na tional Democr a tic Party, plus an 
o ff!.ce-h;)lcer fo r thi rty yea r s - be cant eacn me car ds 
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:hi t e: 

ullite : 

d. " •• Jr : 

/ohite : 

H . .. l , Jr : 

oohite : 

71 ylor: 

H. !.: . Jr: 

98 

-6-

and spades, see? I admi t it . But ~hen he ?~ites 
me "On the basis of Mr . Feis •s reports of connected 
discussions on t he subject tha t have taken place 
over in the Treasury, I under stand that this action 
runs completely in accord with t he Treasury intere3t 
and in f bct mer ely re~eats an initia tive of t he same 
kind made in accord Nith an understanding with the 
Tr easury" - and tnis sentence in here does not repre­
sent 1\'hbt I want . 

No, definitely not . 

And I assure you toa t as soon as the body is moder a tel y 
cool ana toe celebr a t ion i s over and we have aad our 
btn4uet, ~ 1 11 t alk . 

o ..... 

t. r e you s atisfied? 

Perfectl y . 

l:.ntirely? 

oat.i.sfled . 

• layne? 

llo, tha t ' s 

I •~ satisfied , but I've got socething very interesting 
ir. connection nith this und wi th tha t memorandum )OU 
huvc to~re of Knoke ' s televhone conversation with the 
BuM of J:.nglan<J yest er day . You remember yesterda)· the 
Dt M ~f J:.ngl and sa i d to the Feder ul Reserve Bank, • we 
muy have t o "ut in certa in r estrictions; we ' re think­
ing llbout them." I think I probably r a i sed my eyebrows 
over the telephone t o ~noke , Sllying that it was rather 
4ueer, the Bank of England uoing all this talking to 
1-'edenl Reserve Bank of NeiY York. lio Knoke told me 
t his afternoon - he said entirely on his own account 
and not mentioning the Treasury. he had called up 
Dolton, Bank of bQgland, this morning and s ai d the t 
if tney were t aking any steps over there in regard 

\ 
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to r egula tions •... 

(On It bite House phone) Hello . Sure . Hello. 
Yes . How do you do . 1'om, befor e you g et started, 
there must be some ml sunder s t onaing with whoever 
handles your calls, because Mrs . Klotz sai d you were 
u little upset about that - well, ther e ' s no record on 
my switchboar d t ha t you called . No . - No . -
No, no, she didn't; she was bothered because she 
likes to giue service . "DO there is no r ecord of 
any cull on our s~itchboLrd, Lnd I di dn ' t ssk Secr et 
~ervice to check either. No . On this Civil 
$ervlce? On, r eally? Oh. - On . Wel). , I 
aon 1 t - I haven't seen Herman, so I don ' t :utov: ...,hLt 
i t's ell ;;bout . 

Herc~n t ells m& he agrees witn me instead of Tom • 

(0n W. 8 . phone) hll you need is about ten minutes? 
- ::ell, are you up by nino o ' clock? What? -

llell, I 1 11 be delighted to see you her e by nine . - \ 
Flnt! . Thank you. (Conver sa t ion with Cor coran fini shed} 

Go ahead . 

" O :tnol{e intimated to tne D11nk of l!.ngl ana if they were 
consiaer ing any chunges in doing anytni ng, he thought 
tnt <>ri ti sn 1 re:;sury :night very well apyroach t he 
i.cu:. ricsn Treasury . Sec ... ndly - and t his is rather 
inter est ing - Knol{e also t old t he Bank of England 
ilc tnought if tne traae trefi ty .:as signed oru! s terling 
dr op,ed toat it would loo~ like the deuce • 

.. no st~id tot. t ? 

.<nt>ke sc.id thE. t, .ihich was r a tner int eresting . See, 
t au t ' s gone bac~ t o t he Bank of Engl~nd - the Federel 
Heserve saying it would look terrible if sterling 
arops after t he trade tre~J.ty is signed . So t hey•ve 
go t t~nother notch fr out anothf. r angle . 

Am I getting this in writing? I 'm not getting anything 
thr ough t he ears . 

That was made t oday ; it ' ll be coming t hrough. 

You bet ter send it up to me . Can' t you g et it over 
the phone? 
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Lochhead: Yes . 

a.J .Jr: 

Lochhead : 

H. !.! . Jr : 

Lochhead : 

H . .J.Jr : 

'r&y1or: 

H._ . Jr: 

T•ylor : 

H ••• • Jr: 

., ._ . Jr: 

hylor: 

H. - .Jr: 

Now, I 
" copy 
house . 

Yes . 

want the President of the United States to get 
of this tonight, and send me ~ copy t o t he 

.'lil1 you? 

I didn't get wh&t you said . 

•leU, I 111 send a copy of this and a lso a copy of the 
neK cunversntion. 

Yes, ~leuse . ~nd if you gentleoen will do that. 
Now, nayne, are you- don't you think I ought to do 
sometalng? 

Absolut ely . There ' s something screwy about that. 

Yes, and ~r . Bull doesn ' t do things accidentally . 

I think that ' s cor rect, sir . 

And he's a good marksman . 

No.v , !.!r . Hul l called me up and ll sited me to do bim 
ll personal favor . 

uhether Sayre got nim to do it or not is something 
e l se again. 

uell, I haven't got time or the inclination ••. 

lhat r don •t know. 

but I want to go on r ecoro. that I ' m not sa tis!'ied, 
I •v~ stooa by and kep t my peace in order that the 
blankety-blank trade treaty can be s i gned; b~t if 
the pound should continue to fall rapidly, tnen the 
United States Tr ea sury goes into action with a 
broadside . knd, for ilarry White • s sake, ,.,e go 
into action anyway . 

Come on there, you errand boy f or Bull. 

'!hat ' s your copy of your conversati on. 
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Yes , but what ca n I do f o r him? \:an I do it or not? 

:.urc r ou can do it, if yo u like • 

uell, ue wants t o t e l l t ho Britis h Amba ssador t omorrow 
mornin.; l 'O U1 v e acce;t ed t h" che c>t t nd a ll tha t . Can 
i•>U cieur lt a t 9 : 30, l.!uc? 

.. clt , y.>u .:an cle<r i t . 1ns b r i tis n company, in 

.l•th:o the r..::b~sst.aor is 1'1nunci&lly inter es t ed, .•. 

• • • is .me .>f tue o1'l'c:\Uers on ::>..,1\.UI smuggling . They 
c1~i~ tnut they o~ve gucrJs in Hangkong a oc various 
atn"r ;>lc.ces , ana our boy3 , Ho rry Ansl i nger End his 
t:::.n~: , sa;· t h<> t tut gu6rds <re Jus t 6. s e t - up . Ana 
:tn<> t toe:,. 1 r e tn i~ t o ::lo is to 1nd e t hem int o saying 
tno) 1 r e S<Jt.isfl ed to t c.ke ~ • ent~ -five tnousand tha t 
tne;~ •ve l:lref:.!Y got Lna le t i t go so f' s r a s the 
f ine is c onc .;,rned . liut they want t o mak e this 
snipping colll;;r omise t o fo l lo•v the (!:medi a n Pacific 
Sy s t em, .:nich i s t o g ua r o t nuir s tuff .vh ile it ' s 
in t •lair jurisalc t i .>n, J..l t h••t - se~rca t r..eir s e.,men 
.. nen t aey c ome on c.nu t.ll th;..t :sort o f t h ing, s o t :1ey 
~ll n s t"'il t h.c sou.,t~lin,; , .. ulcu h~:.sn ' t l"·een s t o ,JiJed . 
~<nJ tno t •s all t;tey wtnt ln ada1t1on to this . 

!l~w , t h£ t 1 s t n e only ob j ec t i on t he;; ' ve ~;ot . !1o.t, if 
)' .>U neea to, ~- .u CE>t: to : neau Pnd Lell t hem they cen 
eo . uet a ~o ne continue to ride t nem on t neir g ucrding; 
but unless t :1ey guEr J , they 're going to c e t ch t llem in 
~n~thtr case ~nd t hey ' re going to f ine them, c.~d •.• 

!/ell , o l' course, tha t l 3n 1 t whut :J r . Hull t old me, 
~no r • JJ s ure :.lr . Rull i s only t elling me wht. t he 1uts 
tolu . 

:!e.:; . They cun t dl th .. bes t stor y ln tne ~:orld ~:. bout 
how 11ell tlley t~ke cu r o of t nl.l ir s hips . 

" ell , ilh i. t should ne t ell tne British t.mbasseaor 
t omorro N? I me~:.n is t he S25, 0vJ - is that settled? 

·•e 've got the 25 . 

.. e' ve b~:. nked 1 t? 
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Ne•ve banked it. 

Now, wha t else we going to do? 

Of course, negotiations are now going on - t wo con­
f er ences have been hel d t oday - .• • 

Yes . 

• . • t r y ing t o get them t o assent t o an entirely new 
~rr~:ngement Rith respect t o guarding thei r ships 
from smuggling . 

Ar e we going to fine t hem a~ more? 

No, nobody nants t o f ine t hem any more. 

~hat' s wha t I'll t ell ~r. Bull . I s that right? No 
more fine? 

No mor e f i ne . 

llusn1 t be concerned about t ttis $25 ,000? 

No . 

"ell, if you c atch t hem again, you ' ll fine them. 

As to this par t i cul ar case, nobody i s excited about 
tnis pa rticular fine . They ' r e sa tisf i ed with tbst. 
$9l , OJO would ha ve been t he ~enelty if t hey had let 
lt go; no.r they made en offer in compr omise of 
$25, 0JO . 

J.nd vte cccept ed it? 

Acciuent al l y . Julian' s boys put t he wrong stamp on 
~h~ check . They ' ve go t o deposit account . 

I b etter go into t •• e th i ng. I' m sorry . I better 
go .. . 

I think so , because he was t erribly upset about it, 
and I don't thi nK t he man was informed . Reall y I 
don't. He basn 1t got the st ory. 

llo , t:e bet t e :o go into t he thing. And the Ambassador 
himself is interested? 
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uell, tha t ' s wha t St eve t ells me . 1 wouldn't swecr 
to i t. 

I don't know. You'll see whether we have t ime. No, 
I want - I ' m tired now - we ' ll go into the th1ng 
t omorrow. 

:!cR. All r ight. 
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HliJr: 

Operator: 

HKJr: 

0: 

HJ&Jr: 
Dr. 
BoWIIAI\: 

RKJr: 

B: 

HJIJr: 

B: 

HJUr: 

B: 

RliJr: 

B: 

HI&Jr: 

B: 

HIIJr: 

B: 

HI&Jr: 

B: 

Hello. 

Dr. Bowaan in Baltiaore. 

Thank ;rou. 

Go ahead. 

Hello . 

Yee. 

lforgenthau epeakin3 . 

WoTember 18, 1P38. 
4 ::51 p.a. 

Y ee, how do :rou do Mr. Seoretar;r. 

J'ine. I had a chance to talk to the Preddent. 

Yee . 

And he told me about hie work with :rou and wae 
quite llliUBed and pleased that we both went to 
the eame source. 

~t'e nice. 

And - I asked about bringing on that aan from 
California, and the Treaeur:r p~lng tor him and 
he eaid, 'That'll be fine . • 

Yea. 

SO 1t ;rou would do that, and let ae know what it 
1e, an.Tthin6 w1 t.h 1n rea eon we' 11 pa:r. 

Well, that'e tine . He'• a ;roung man and he won ' t 
require an:r tano:r ealar;r. 

Good. 

Probabl;r getting, not aore than two hundred or 
two hundred and t1tt:r a aonth now, and hie trneling 
expeneee, and 1t that'll be all right with ;rou. 

Pine. 

!hat'll be tine. 
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HIIJr: 

B: 

HKJr: 

B: 

HMJr: 

B: 

JD&Jr: 

B: 

HMJr: 

B: 

HIIJr: 

B: 

HliJr: 

B: 

HMJr: 

B: 

HlUr: 

B: 

HIIJr: 

B: 

HliJr: 

B: 

-.-
•ow t.be l'reddent wrote .. out, 1n hie own 
hendwrittDg, a l1et ot oountriee that he wae 
intereete4 1n. 

Yee . 

And to110rrow I'll .. n4 rou a photoetat ot it. 

Oh, I'd like that . 

And - rou1d l1ke that. 

I'd like that. ae a eouTen1r. 

All r16ht. · · 

.t.e well ae aaroh1Dg or4ere. 

l OS 

.t.nd I 111 explain, he hae t heee oountriee partioularl)' 
i n a1nd, but we could do all ot the•. 

Yee. 

In South Atrioa. 

Yee . 

But, and rou oo•e oTer t o Waehington anr regular 
1ntern.le7 

•o I doD 1 t, but I OAJl 0011e oTer at anr tae. 

You oould. Well -.rbe I 11 1 get 1n touch with rou 
an4 poeeibl)' we oould haTe l unoh together. 

!hat would be tine. 

!hank )'OU, 

I'll get right after that .an. 

Beoauee the Pree1dent 1e keenl)' 1ntereete4 1n th1e . 

Y .. . 

Y .. . 

And what - what are rour u.. la1te now? 

\ 
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IDIJr: 

B: 

I!IIJr: 

B: 

HIIJr: 

8: 

RMJr: 

B: 

HJUr: 

B: 

HIIJr: 

B: 

-a- 106 

Well -

You eee I h&Ye to 'br1Jia \hat. IIIU1 tro• C&l11'om1a. 

Well, I'd 8&7 - I 14 do 1t ae quloklJ ae 1e 
teallble. 

Yee. 

Yee. 

Yee. All right., we'll so right t.o lt, 

P'S.De. 

ftenh, I 111 een4 ott a hlesrea tonlpt. 

!h&Dk 7011, 

l!lee 7011 lOOn, 

\ 
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PAIUPD•fl or fiJ.D AX Jl~&Il'I:D a' I 
I'R<*I .lller1ou -.-..,., Parh, J'ranoe ~~[ 

DJ.Tii •OT•ber 18, 19:58, I p.a. n;;.--'1 
•o.a 19Se 

rROI OOOIIR.U • 

J.~ half-pas~ fh'e I Yie1,e4 ~be Under GOTernor of 

the Banlt of rranoe, de Bo1eanier. fod&r 1 • untaYorable 

t rend bo~b in J'renoh ren~e• and eeourttr aarll:ri and ~he 

check in fzanc recoYery he ~old ae was becauee of the 

oppoe1t1on ~o Rernaud1 e proaru br organisell labor , ~he 

Oo..unie~•. Sooial1ete - undez ~be infl uence of Blua - and 

eome Teterane of the War, The rrencb atmosphere is 

mor eover disturbed by the i nternational tension fro. the 

anti-.Jewiab oupaign on the part of Germany, 

It was the Under GoTernor I e opinion t hat it wa s t o 

be expected that there would be aome oppoei t1on. It 1e 

hie belief that Reynaud'• proaru 11 the ri~t one, and 

that it will baYe to be accepted bJ' the rrencb. He tb1nll:1 

that ParUuent will baTe to conYen• before t here is anr 

real recOTUJ', eo that Dale diu aay ehow tbd he haa a 

(omiaaiOD) which will guarantee a iOYernaent of eo•• 

permanencr and aay then d•onetrate real force in the 

carryilli out of hie progru. Should the present issue 

oauee an llp&et in the GOTernment, the Under GoYerllor .ll .. 1-

t atee to enrteaae what ai.~t tall:e place. He do .. not 

tbiall: tba' ParUuent will oODTene until aner the Brit1ell 

•1niaterial Yiei,, 
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.U 8 o' cloolt this .. ening I YiBUad anotlurr section 

of the Bank of :rranoa. I waa t old that during the morning 

the French fund had lost sterling while following a polior 

of strate&Y of adhering t o the dollar rather than to 

sterling, the broker Kaurioe Rueff apparentlr haYing aold 

thh ide& to the Kiniater of finance. The BaDlt of France 

technicians adYiaed that the frano should be kept i n line 

w1 th eterli.ng, and thh afternoon the control had ga1na4 

enough pounds t o bre&lt a little better than a.en for the 

whole d&r. I am told t hat induatrialiata who are beoom-

ing concerned about the growing agitation among thos e wbo 

work for thea state oonfident1allr that if Dalad1er were 

strong enough to place under arrest 50 or 100 of the 

main ag1 tatore - who are for the moat part foreign 

troubl~era - t he whole oppoai tion mo••ent in the .. 

cir cles could be stopped. 

END laSSAGE. 

WILSOJl. 

IA:LD 
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l.C¥ dear l!r. s eoreto.ry& 

I b-s to aokno•ledge receipt ot your letter 
ot lioYel!lber 15th '11. t h the inoloaed cop7 ot a •IIIOran­
dws deeor1b1ng a oon•ere~tion between the 8r1tiab 
Aabanador &nd Aeeiatant s eoretarr of Gt &te ~. 

You ae¥ 1n th1e letter& •I unt!eretand tbat 
t h1e aot1on rune ooi:J)letely in ftoool'd • i th Treaeur:r 
interest .• 

!.ate ':'uoada1 after noon, llovembor 15t h , I 
oo.lled J.:r . 5&¥re, havi n:, a oop;y ot h1e me1110mndwl 
befor e ae wh1oh he hM turn1ehed llr . To.;ylor ot 11:11 
requoet. I reod t o him tbe t ollow1nfi sen tenoe t:rom 
hlo mamorandura& 

"Aft er tttll1!'lfi t ho Allbo.tlllt.dor ot 
the Prea1dent • a a nx1et7 , I auggoat ed 
t hat he 1111ght • an t t o ot1ble a t onoe 
to London t o eee 1t &tepa could not 
be t oken t o auota1n t he Pound , RU::: 
5lpulprlx duP3 M She ppptm toy 4oxa ... 

I explained to Ur . 9&¥re t hat our interest in 
the lev~l of the Pound wae not confined t o the nezt 
t n deJ~e , but t l".at we were aleo 'f1 t all;y 1ntel'I'Jate4 
1n what 1111gbt happen to the Pount! after t he T:Nde 
Tr M t.Y bsheen the United Gt a tee an<l Groat Britain 
W0.8 ll l f\ nedo 

I oxplo.1ned t o h1a aleo t hat " han poetpoll84 
di ocuu11'\"' with the Br1t1ah 'l'N &IUr)' our gJ'&ft oonoeJ'I'I 
1n oonneotlon w1 t h the oont1nued tall of tb41 Pound u 
•• di d not ln &IV W&1 wlah to 1nti'Oduoe aa e1-nt 
wh1oh ld.gbt be oontJ"''Nre1al 1111t1l after tbe 'l'ft4e 
'l'ntllt ,Y haa been 11gned. ao-r, lt atter \be 8lgn-
1ng ot the Tr f!&tJ the Pound ahoul4 oont11111e to tall, 
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1 •ball wt.eb •• u ..... ,bl ....... , .. d\Ja ..... 
~"••••••u .. ot \be ~uu t-Na..., • •u ..rJ.h•' 
poeel~l• ..... ,. 

the Honora~lo 

tho 6ooret&J'7' of State. 
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II;)' dur Mr. Seoreta r;yl 

I beg to .oltnowledge receipt ot 70ur leUer 
of No'lel'lber 15th .nth the i nolo !led cop)' ot a •IIOran­
dua ducr1b1ng a con•ereatlon bet.,.en the BriUIIIl 
Aabaeeador and Aelietent Seoretal')' of St ate 9a)'re. 

lou aa;y in this letters 
thla act i on rune completel)' 1n 
i nterelt.• 

'I ulllleretand that 
aooord with 'l'reasul')' 

Late Tueeda)' afternoon, lloYember 16t h , I 
called .lolr . 5a)'re, haY1nt: a coP)' of hh .. ao:ranOUa 
before me which he had turnhhed llr. 'ra)'lor a t rq 
requeet. I r ead to him t he f ollowing 1ontence from 
hil 11eonorandu•1 

' After tflll1ng t he ~aador ot 
the Prea14ent ' a anxiet)', I suggested 
that he • i ght •ant to O!lble a t onoe 
t o London to see if atepe could not 
be t aken to sustain t he Pound , Rat: 
tlpulorlx s1ur1ng t h e ppmlM (ow 4tyt. " 

I eXJ)l a1ne4 t o Ur . Ba)'re t lla: our intereet in 
the ll'lel of t he Pound ,., not oonl'1ne4 t o the neKt 
few 4 &)'1, but t hat we "re aleo 'f1.tall)' i ntereete4 
in what 111ght happen to the Pound after t he 'l'rade 
Tr eaty between the United atatee and Great Britain 

••• sig ned. 

I ell])l&ined to hl• aleo that we han poatpone4 
dhoueainc with the Britleh TreaeUI')' our paft ooneel'ft 
1n oonneotlon d t h the oonUmaed tall of the Pound •• 
we did not in al'Q' wa)' wteh to inuaduoe u elecent 
whloh might bil oontroYel'li&l until after tbe 'fJ'&4e 
Treaty hae bilen 11gned. Kowe'fer 1 if after the e1gn­
i"8 of the Tr ed7 the Pound llh01ll4 oonUINe to tall, 

\ 
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!be s""'•I'J of a'•'-• 
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lqne 0. 
Tqlora 

•oy .. ber 17, 1838. 
11158 a.a. 

Yt~t.erdll.r att.arnooa tea, t.hh na t.he t.ra4e 
deleaat.iona, Brit.iah and Canadian aaYe a tea. 

113 

IDIJr: Oh, 7ea. Did t.he7 reall7 drink teat 

T: 

fOUr: 

T: 

HKJr: 

HMJr: 

T: 

Hl&Jr: 

T: 

HKJr: 

! : 

IDIJr: 

T: 

JOIJr: 

!: 

'fell that., I dido 1 t. au about. . '1'ba t. wae but. 
t.eohnioall7 lt. waa . !he Brit.iah Aabae;;.dor oaae 
up t.o Sa7re and aa14 that. t.he7 lla4 - had reoeind 
a repl7 t.o hie oablee about. Jepan. 

Yea . 

!hat. he san it. to h1a and let. h1a gl.anoe t.hroll8h 
it. . 

Yea. 

It. was about. a paae and a 'haU and the aenae or 1t. 
waa t.hq were - t.hQ' were do1Dg t.he b81t. t.he7 oould 
and would oontinue t.o do eo. 

Yea. 

And t.hq aaked ae whether, t1rat. it it. had ooae 
oYer here 1D aD7 taah1on and I aaid, 1Wot. aa tar 
aa I mn. • 

You aean t.h11 laat one? 

!hi a laat. one. 

Yea. 

And alao whether, dur1D6 the dq, 1t it. didn't. ooae 
oYer we wanted thea t.o aak tor eaet.h1ng aore 
toraal than that.. I aa1d t.hat.,unleae heard troa 
the oont.rar.J, we'd, we'd let. nature ~UI 
oourae t.odq until t.hq sot. the .,._ed/ITPW up· 

!hat.'• r18ht. . 

And then it We hadn 1t. heard, 8Q' b7 t.J SlJOW, 
about. t.h1e t.h1D8, -n, then "'d prod tllea OD it.. 

'fell, I'd let. kar ride t.odq. 

Yea. 

\ 
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fQIJr: 

HKJr: 

Hl&Jr: 

HKJr: 

HJUr: 

lll(Jr: 

IIIUr: 

HUJr: 

- a -

And then to•orrow we - we oan talk about it. 

Right. 

How'• that? 

Well, that 1e - I think it we, ·~· get th .. to 
·~· •well, where the helL \e thie ••••as••, 
beoauae the;r he·n ehowed-\o 8a7re, :rou eee, 
at a tea, and the:r didn't &i't'e ha a oop:r ot it. 

Oh :rou •ean that the Brit11h - that the state­
wall aelt the ubaeeador tor a oop:r ot the ••••as•. 
Yee . But, he didn 1\ want to do it neceeear1l;r 
toda;r, 1mle .. we telt that it wae ••rr urgent. 

No, and eepeoiall;r in Yiew ot .,. letter to 
Mr. HUll laet night. 

Yee. Yel'l. 

Did the:r know about that? 

No. Didn't eeem to. 

No. I'd let her ride tod~. The pound it etill 
4. 70 Beef 

And to~rrow, it the:r want to aelt the .labauador 
tor a oop;r, o.~. 

Well, that wae whet I tho\16ht :rour teeling would 
be, and I eaid we'd le••• it lilte that unl eee :rou 
wanted to do it ditferentl;r. 

No. I'• •ore than willing t ollawit that ~. 

o.~. 

Thank :rou. 

Right. 
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HJIJr: 

Operator: 

HllJr: 

0: 

O: 

FOLJr: 
James 
Farl811 

HJIJr: 

r: 

Hl&Jr: 

F: 

HKJr: 

r: 

HJIJr: 

HUJr: 

HMJr: 

r: 

HIIJr: 

P' : 

Hello. 

Postaaster General. 

Thank you, 

Just a moment, Mr. Farley. 

Go ahead. 

Hello . 

RoYember 17, 1Q~8. 
1:0~ p.a. 

Don't bell eve what you res.4 1n papers, I haYen 't 
res1gned ;ret . 

(laughter) What a aan, What a aan. 

I WBB having breB.lr.taet th1e morn1ng, 8ll4 I WBB 
etartled, tor a 11011ent , at the news. 

'1-: s --

Well, the T1aes onl;r pr1nts the newe that's t1t -
that 1an't t1t to pr1nt, uh1 • 

Yes. Well, that's all r1ght. 

Wel l I wasn't worr;r1ng about ;rou, but I thought 
that Danny Roper was a l1ttle v1gorous 1n h1s 
denial. 

Yes, I was 1nterested 1n read1ng, 1n one of the 
newspapers about Dann;r be1ng suggested he a1ght -
IDII,1be he'd go t o Rueda. 

No . 

And tor your 1n.tor~~at1on that d1dn't ooae out of 
the a1r. You oan 1JDag1ne where that one OBH 
troll. 

Reall;r. 

Oh, ;res . 

The;r are th1nlt1ng of send1ng h1a to S1ber1a. 

Qo1ng to otter 1t to h1a - !.o ;rou. 

No. 

Reall;r . 

Regraded Uclassified



1. 26 

- a-

J{I(Jr: Well I 1 ll be daaned. God he a&at han it in 
tor the Bolahnika. 

r: !hat' I Tery f\lnn1 1 but I -· &IIUUd when I eaw 
it in print, eo aoaebod7 •uet haTe tel.ked. 

KIIJr: Uhhuh. Well 1a eYeQthins •• it waar 

r: 

HKJr: 

F: 

HKJr: 

r: 

HWJr: 

r: 

IIIIJr: 

F: 

RKJr: 

r: 

llliJr: 

r: 

II!.IJr: 

F: 

llliJr: 

F: 

IDIJr: 

r: 

AI tar ae I know. 

Uhhuh. 

I' 11 tell 10u wb.J I '• bothering 70u now. 

Yu. 

Stewart Underhill who• 70u undoub\edl1 know. 

Yea. 

Fro• Corning, New Yorlt. 

Oh, aure. 

Cue in to eee ae todar and atarted tallt1.ng to ae 
about acme regulation•, all ot which I'• not 
r .. il1ar with. 

Yea. 

He telle rather a plauaible and rather an 1ntereat1ng 
atorr ot eTent• ot the laat tan or fifteen 7eara 
1n connection with their 1nduetrr. 

What induetrr ia that? 

The wine 1nduetr1 

Winer 

Wine. 

Oh, 711. 

The7 control a big wine -

I didn't ltnow that. 

And Henr7, I'd like nrr auoh 1t 7ou 'd at leaat 
let st-ewart -
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RM.Tr: 

F: 

HJUr: 

r: 
HWJr: 

F: 

HIIJr: 

F: 

HllJr: 

F: 

HUJr: 

F: 

HKJr: 

F: 

HIIJr: 

F: 

fDlJr: 

F: 

HUJr: 

F: 

HliJr: 

F: 

117 
- 3-

8\ll'e. 

Tell you the etor.r and then ~be I - I think he'• 
entitled to help ae I listened to hie ator,y -

Well, tell h1a to come on down. 

I don't auoh about - &D1th1ng about regulatione. 

Well, tell him to eend ae a telegram and I'll see him. 

Well when would you want to eee h1a? He'e here in 
New York. When would it be oon..-en1ent tor you? 

Oh, - you aean h1a bue1Deee 11 in New York? 

No, he1 1 1n New York now. He'e here 1n ~ ottioe. 
Not 1n the ottioe while I'• calling, but he 's 
outl1de. 

Oh. That 'a a hell or a da,y tomorrow. 

Would Monday be all right? 

Well, yea. 

Yes. 

Just a moment. Hello. 

Tell h1a at three o 1olook Monday. 

Now, - will you hold on one eecond, and I ' ll -

8\ll'e. 

I'll get hia right here and find out it that'• 
all right, and we oan eettle it right now. 

8\ll'e. 

Meanwhile you hold Danny'• hand and Harry'• hand 
tomorrow, I won't ehow up at the meeting. 

You won't. 

No. 
I can't hOld both their hande at the ePe t1ae. 

Well you 1 ettle the tara problea tor Wallace and 
thatlll be all ript. 
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mtJr: Yu, end how. 

F: Get 1n on that aattr••• bu•1n•••· That'• a good 
bu1ine11. 

K»Jr: (laughter) Well at lea1t I •a~ed the Pre1ident 
troa being toolilh about it. 

F: Yu . Well it 1 
• all Yef7 tWUl,J to •• . 

HWJr: Ye1. 

F: 

HJUr : 

F: 

HI&Jr: 

F: 

RllJr: 

F: 

HKJr: 

P: 

HI&Jr : 

F: 

HJUr: 

r : 

HWJr: 

P: 

HIIJr: 

Ju1t a a1Dute. (a1ide - Stewart, will three 
o' clock Kond&T be all ri~tf ) 
That'll be all ri~t HeDf7. 

Stewart Underhill? 

Stewart Under - Juet a a1nute. Now, would it 
be all ri~t 1t he brought hh attorne7 w1th h1a, 
who a~t be aore taailiar with 10ae ot the 
regulat1one than Stewart? 

Oh -

One aan with h1a. 

It he went• to, but I'd rather - I don't understand 
aD.Jth1ns legal. 

You'd rather he ooae alone would .JOUT 

Ye1 . 

o.x. 
Yee, let h1a lea~• hil laW,Jer home. 

0.1:. 

Tbe7 • r e no daaned good aD.JWa.J . 

0.1: . !hat'• all r1~t. 

All r~t. 

Thalllte a lot. 

Thalllt ,JOU. 
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