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American ProtecU n LeagQe 
See Coug.lUin, Father 

Book Pace 

- B -

Bank of America 
Ha.nea contera with Delano 111<1 Gaston; ll.anea tella 

IDIJr undoubtedl.y Coaoptroller1 a Ottice will have to 
1esue statement- 11/25/39•••••••••••••••••••• •• • ••• 153 39 

Buaineea Cond.i tiona 
ltaaa ma110rand.um on situation for week aDding ll/26/)8 -

11/28/38............... ........................... .. 169 

-c-
China 

Und.eratand.i.o& between Great Bri ta1ll and J epan 1n 
South China atfaira: Rumors reported. by American 
Consul at Hong Kong - 11/25/)8 •••••••••••••••••••••• 

Yunnan-Burma High~: Report from American Consul.ate, 
Iunnantu- 11/25/JS •••••••••••••• ••• •• ••• ••• •• ••••••• 

a) Furthor report froCI American Ambassador at 
Chungking - ll/28/38 •• ••••••••••• •••••••••••••• 

Buck reports: Ruasian influence 1n Northwest China, . 
wool warehouse and factory, Govel'lllliMt purchase of 
grain, silver and gold, etcetera. •••••••••••••••••• 

Prell'"' nary report on tund.amental policy for regulating 
S1no-.1apanese relstiona as decid.ed. upon by Japanese 
Cabinet reported. by Allerican Qabaasy, Told.o - ll/2!1/)8 

Prella1nary report on establlahllent of eeotral government 
for China at "National Peoples Party Congress• sent 
troo A.Mriean representati•e at lllllking - ll/2!1/)8 ..... 

llliJr d.iacuases at 9:)0 118eting assistance for China; t eals 
that 1 t ian 1 t the ...,unt of oooney 1nvol•ed. but the tact 
that there 1a no country 1n the world. tod.q, with the 
exception of Russia, that is d.oing enyth1ng at all • and. 
we, by sitting back, are aleo helping to d.rive tha into 
tbe h&Dda of Russia• - 11/29/38••••••••• •• ••••••••• ••• •• 

Chinese Financial W.uiom Copies of various ll8110randa 

~3~~.~~~.:~.~~~~.~-~:::~.~~~~.: .. 
Wellae, w gether with H...Uton and. Hornbeck, contora with 

ID&Jr concerning position of United. States in Jepzese-
Chioeae struggle- 11/30/38 •••••••••••••••• •• ••••• •• •• • 

Costa Rica 
See Retugees 

Coll{)troller of Currency 
Upbaa intonoa Oliphant of d.1aa1pat1on of d.oubts concerning 

arr~ta f or .. thoritT of General Coun.sel onr legal 
d1Yie1on- 11/26/)8 ••••••••••••••••••• •• • • •••••••••••••• 

Couabl1 n 1 Father 
IIIUr 000811lta Robert .laclleon about refllWice to AMrl.c:an 

Secret SerYice- 11/28/38••••••••••••••••••••••••••••• •• 
J ack8on t.ll.a IIKJr "hiatory of Alleriean ProWetin t.ape• 

11/28/38 •••••••••••••••••••••••••••••••••••••••••••••••• 
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Countervailing Duties 
See Oe~ 

Cuba 
I!IIJr talks to llagill concernlng proposed fiscal 

investigation- 11/28/38 •••••••••• • •••• • •• . 0.0••• •• 153 126 

- D-

Dollar SteBJDshlp Line 
McAdoo (llil.liBJD Gibbs) discusses wltb I!IIJr ahlpmenta 

of bullion 1'1'<111 Asiatic porta - 11/29/38. o o. o o ••• • 

_,_ 
Financing, Gover"""nt 

12~08: 
a preli.minsry memorandum - 11/26/38. o ••••••••••• 

Tbree-way offering suggested by Sproul - 11/28/)8 •• 
Harris-Hadley memorandum suggesting long-term bond 

and five- year note, botb in exchange and for 
casll - 11/28/38 . ... . ................... .. . .. . ... . 

Harris-Hadley memorandum review or security morket 
during past week- ll/28/38 ••••••• o•••••••• • •• o o• 

Conference; present: !IUJr, Bell, Harris , Hadley, 
Haas , Lochhead , Seltzer, Taylor, and Hanes -
11/30/38 ...... 0. • • 0 0 0 •••••••••••• • •••••• • ••••• 0. 

Open market meeting- ll/30/38 ••••••• oo o oooooo o ooo• 

Foreign Trade 
I!IIJr considers asking Basil Harris to come down for 

tbree months to establish intertUltional trade 
organj.zatioo - 11/28/38. o .... o .... o .... o o .. o o .. o .. o 

- G-

Germllll3' 
Countervailing Dutio s: Material ret erred to FDR et 

Warm Springs: Correspondence between State and 
Treasury, proposed Trtl8eury Decision, and note fr011 
HMJr hoping question will be referred to Attorney 
General - 11/28/)8 • .•.••••••.•....•.•...•.••. • •• •. • • 

Report from American Dobassy, Berlin, on Sebacbt's 
apeech an finances- ll/30/38 •.•.•• ••• •.•. • •••• • •••• 

Great Brltaln 
See Stabilization 
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Barria, Bu1l 

IIIUr oouw.r. a•k1nc llcTU to -down tor thne 
IIODthll to utabliab 1Dtel'I>At1ooal. trada orpn1utioo -
ll/'lliJ/'38················ ···· ·· ··· ··················· 153 166 H.Uua 

See Polmd 

- J-

Japan 
See Cb1nll 

-II-

!.lcAdoo1 lUll• G1bba 
See Dollar Steemeb1 p L1.lle 

- N -

Narcotic a 
See Tqbek, Ste ee•h1p (Br1t1ab) 

-o -
Open llarket COIIIIittee 

See Financing, Oovermoent 

-P-

PolaDd 
K.Uua tor - diacuaaed at 9•JO ••Ung - ll/~/38 •••• 

-R-

Re.tuc-
Coate Rieaa 
~ report tranam1tted to FllR b7 I!I&Jr - ll/~/38.. 287 
llemorendwa ot actl"nti .. ot a.tupe EcODOIIlc 

Corporatioo in Coat& Rica - 11/30/38............... 3SO 

Steb111ution 
Oreat Br1ta1Da 

-S-

coot- with Bftl.q aDd lllltterworthJ prueata BlUr, H-, Tqlor, J.oobbe~, aDd 'lb1te - ll/213/')8....... 64 
a ) LoDdon had hopecl trada t.reat7 -u balp 

.terlinc poait1oo1 a&roPND poUtical aituat1oo1 
bowvc, hall ap1D 1Dtertancl 

lll&olr nporta ooor- 'lll.th llll'll!l.q to s--r .. ,. -
11/28/)B........ .................. .................. 177 
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( B~ ~ 
Stabilization• Great Britain (Continued) 

Conference on sterling excb• nge ra~e1 present• HMJr, 
Hanes, Taylor , Blltterworth, llhite, Lochhead, 
Stewart , Warren, Wllll•ws, and Goldenweiaer -
ll/29/38, lO:lS A.M.......... . .............. .. .... 153 181 

a) White agenda tor .. eting. . . ............. . .... 221 
Second Meti.J:2C - )aOO P.M.... . .... . ............ .. ... 226 

a) PreHalnary dr&rt of proposed le~ter to FDR 
(letter essen~ 12/3/38 in Book 154, poge 239).. 253 

b) lle.morandUJD. • • • • • • • • • • • • • • • • • • • . • • . • • • . • • . • . • • • • • 255 
Bewley con1'ers with HIIJr - Lochhead, Taylor, and 

Butterworth also present; ·has received reply from 
London - partly technical and partly general; 
asks that tecbnical part be t reated with absolute 
secrecy- 11/J0/38 ••.••••••...• • .•.••.•.•.•••• • .• • . 

Surplus C..aodities 
SUmmary of o011111odit1es procured - fiscal year 1938 

and f iscal year 1939 to date (11/23/38) ••••• ••••..• 

- T-

Tsybank, Steamabip (Britiab) 

385,396,403 

49 

Gibbons discusses with IIIIJr - 11/30/38.. ... . •.• . • . • • . . 380 

- u-

UnemplOJ71aeut Relief 
FDR al&ns letter allthorlziDg declera~ion of emergency: 

HIIJr telle Hanes- 11/25/38... ...................... 37 
a) Eccles tells HMJr of conversation at 

Wara. Springe - 11/28/38 • • , • • • . • • . • . . . . . • • • • . • . . 135 

- W-

Works Progreea J.dllinistration 
Sse UnMpl071Mftt Relief 
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Stcrttary of Stat£ , 

Washington . 

1357, Uovtmbtr 25 1 noon. 

FOR TREASU!\Y. 

PLAIN 

London 

• 

Dated llovonbEr 25, 1938 

Rec 'd 9:25a .m. 

. ... ' 

On£ . YE3terday's drop in sttrling from thE opEning 

at 4 . 66 1/2 to a closE at 4 . 64 7/8 io attributEd in to­

day ' s FINANCIAL PRES~ to political factors chitfly thE 

Polish CzEch situation. Support by th£ British fund 

yesterday is describEd as halfhEarted until th£ after­

noon whEn tht ratt was fairly tasily brought back from 

4 . 64 1/2 to around 4 . 65 . THE TIMES city Editor's commEnt 

may bE of intErtst . 

"If' thE control has r EsistEd tht fall only spasmodi­

cally and at suoctsaivtly lowEr lEvtls that is in lim: 

with its usual practic£ of rttrtating btforE a major 

movEmEnt . So long as t~E main 1mpttus of thE dEmand for 

dollars comts from ~olitical apprEhEnsions - and thErE 

18 no rEason to Goubt t ltat whattvtr may bt thE tconomio 

or sptculativt prEssurE on t ilE pound it is oomplttely 

dwarfed at thE momtnt by such ap,rthtnsions - no othtr 

policy is optn to it . " 

This 

1 
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- 2- #1357, NovEmbEr 25, noon, trom London 

This morning attrling optntd at 4. 64 3/4 and 

quickly droppEd to 4. 63 3/4 whEn tht British fUnd 

opEratEd hEavily pushing it back to 4. 64 1/2 around 

which lEVEl it has sincE stood without turthtr support. 

Two. \71th practically no arbitragt purchasEs thE 

rEntwal of hoarding dEmand took thE gold pricE yEstEr­

day from 149s 2d a t th~ t'x'~ whEn 359 bars wErE sold 

with a ld prEmium to 149s 9d and aftEr fixing turnovEr 

was rtportEd as r tlativtly small owing to lack of sEllErs . 

Today ' s gold pricE at tht fixing was 149s 10 l/2d tht 

highEst on rtcord whEn 294 bars wErE sold thE bulk bEing 

supplitd by thE British fund thE prEmium bEing 1 l/2d 

at 4 . 64 1/8. 

ThrEE . ThE franc was rtlativEly stEady yEstErday 

with somE support for forward ratts and was sttady this 

morning at around 178 3/4. 

Gilt tdgtd pricEs continuE to tast slightly war 

loan 3 1/2 b t ing now quot td at 98 15/16 . 

KENNEDY 

RR 

2 
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,.COilRAL.. RESERVE BANK 

OF NEW YORK 

• 3 l(o) 

FICE CORRESPONDE NCE 

QWUOWftXAL nt.M 

OAT£-I.n .. W 11._11•• 

suBJ£cn t&IPBOII ~101 •n 
BAIIC fl .OWIOo 

I oallod Boltoa a\ 1 otololk \oltq. their \ohl louoo 

todq wuo about ta,ooo,ooo, pranioall7 aU or 'llbiah bad b- loa\ 

prior w low Yon' • optll1Aa. tho aaa"' bad oloao4 at '·" 1/1 

without .., taaC.q. 

I Hfol"ro4 to bia oablo ot yonort.T 1a 11bilb bo aaaUOD .. 

repol"ta of iapaacliq CMGbo~aldaa-Poliatl oluboa u \bo roa- for 

• hoo'f7 ndd-.17 raaowoC d•oad tor 4ollua aad po1ato4 out that 

0\11" prosa •-oC to attach ••17' 11\tlo a1p1t1oaaoo to 0D7 .ulb 

4oYOlopaa~ta. Bolton thOIIIbt it wao probably tho 117ftit1oot1oa aa 

t o whet wu happaaiq 'lbioh ••• brlqial oa aarkot ••••t• aad 

that n oal¥ r-.atro4 a •aU 1ao14aat tbooo c1qa to beYo 1roat 

ottoot. Aa ru •• yooto,.._, wao ooaooroo4, tho I.oadoa aartln bad 

bam ordor:b' llld witboat ..,. proo .. ro •Ul tbooo ropono troD 

Caoohoalonkh rooohod LoD4oa aad daoo the \bon bad boe talk of 

• now lonl ot 6.10 tor norliac 'IIIJ.ob ••• IIPOIE• or •• likolT tor 

IOD4Q' aol'lliq 0 Bo....,er, at tho bale \b«r WOl'O de\OIIIia .. to ct .. 

appoiat tho aorltn it that no at all poaaiblo. tbtr woro otiU 

4houoaiq nopa to bo take ia 'ooaaooUoa w1Ui \bob forward llloft 

poa1Uoa 1a clollo.H (aoo rq toloplill:.o OHYeroaUoa ot IOY•bar d) 

aa4 bo waa bopohl \bat ho weld 1-' .,.,-... .... 111'00 w \b ... 

plaaa. It adep\od bo •oqbt th'f' ~• aot ....... l'ilT •rtaa idoft 

• hl'lo a.-aoooo - tor tba\ \boN •• pi'Dba~ uo ne tontp _.,. 

atlll loft 1a \bo a&ft"' - '-' n 1""' •llko 1\ Uftiaal\ tor tho __ ............ .. Regraded Uclassified



A:D.RAL UMRVC: BANK 
Oil' NEW YORJC 

OFFICE CORRESPONDENCE 

cgnpprs "L" 
....... 

FROM~L~~~·~~~~~~It!•!•---------------- •• or •• .,. 

I 

apeaalawn M '*• tH• peaUt••• '-' "~ _., et ........ 
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REB 

SEcretary of State , 

Washington. 

1361, NOVEmbEr 25 , 6 Po mo 

FOR TREASURY. 

GRAY 

London 

DatEd NOVEmbEr 25 1 1938 

Rtc ' d 3:51p. m. 

5 

An announcement incrEasing thE fiduciary issue expEctEd 

1n somE quarters yesterday did not matErialize and discus-

sion as to whether it ttill bE (a) nEcEssary, and (b) psycho- ~ 
logically advisablE in thE present circumstances will 

probably continue for another WEtk. YEsterday 's Bank of 

England return shows a further decreasE in thE notE circula-

tion of pounds 2. 5 million. ThE resErVE stands at pounds 

51. 6 million as compared with pounds 67 . 5 million a year 

ago, wh t n tht fiduciary issue had bttn increasEd by pounds 

20 million on November 17 . ThE expansionist influencE of 

the return of notes was neutralized by reductions 1n 

SEcurity holdings of pounds 3 .1 million. ThErE was a 

transfer from public to bankers' deposits rEducing thE 

former 1n spitE of extensive open marke t operations in 

bills by only pounds 3 . 3 milli on to pounds 31. 7 million 

and 
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REB 

2-{/l36l , From London,Nov. 25 , 6p, m. 

~nd incrtasinG the latttr by pounds 2 ,7 million to pounds 

92. 2 million. It is notable that publ ic deposits wtr£ 

o.lso hiGh n ytar ago when ns this year, n war l oan 

di vidtnt Ctll dUE in the subs equent wtck. Clenrins banks 
(b££n?) · 

hnvt not reluctant purchastrs or bills and credit con-

ditions rtlntivcly ti~t . Today ' s Trrascry bill ret£ 

averagE was 17 shillinzn 6 pEnce a s cornp~red with 14 

oh1ll1nGS 11 ptnc£ last ncelt . 

Sterli ng was hEld this artcrnoon mostly betrtccn 4 , 64 

and 64-1/ 2 by h eavy thoueh 1nttrm1ttcnt oupport from th£ 

3rit1sh fund . 

KENliEDY 

RGC 

EDA 

6 
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PAJUPBRASI OJ' TILIORAM RJ:OIIVED 

J!tOll: American Dtbasey, Paria, Frl'.noe 

OAT!: November 25 , 19:58, 5 p .a. 

NO.: 1988 

FROK OOCHR.AJI. 

Today I called on Reynaud, the Kinister of rinance. 

I anid that tomorrow I was going baok to t he United 

States far a brie f visit, and I asked hia whether there 

was anything I oould do for hia in the United St ates. 

Reynaud said that be would appreciate it very much if the 

American presa would give more favorable recogniti on to 

hie aeas urea, expecially the trade papers. He said t hat 

the British financial press, particularly t he EOONOliiiT, 

had giv en his program a mos t cordial r eception. 

The rinanoe Minister is still convinced that he 

will win out with his program , and said that the second 

vote of t he Finance C0111111i ttee - reference, my telegram 

Ho. 1981 of Nov .. ber 23, in which I mentioned the vote 

waa 25 t o 16 in his favor - was really indicative of what 

could be expeotlld fr0111 the Chamber. The J'inance Committee 

itself was considerably further Left than the Chamber. 

Political reasons had been behind the firat vote, He 

ie convinced that when it oo.es to a show down in t he 

Chamber, the French will aooept what they all realize 

i s absolutely neoeeeary and will uphold hie progr ... 

ReyD&Ud 

7 
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- 3 -

Reynaud meniioned the labor problaDa, and said t hat froa 

the first t hey bad anticipated diffioultiea;thta criaia 

was inevitable and had to be aeen through. R~ynaud had 

bad a tal.k with t he Pre:ader yeaterday, and be told Dnladier 

that t he real test period for their prograa would be the 

oomi~ 35 hour a . The firmneaa w1 th which the Prime Minister 

dealt wi th the strikes would determine the outooae, for t he 

most part. The J'inanoe Minister told me that Daladier i-ed­

iately took over the Minis t r y of the Interior hiaeelf . 

He i s now following a sufficiently fi rm policy to meet the 

demand a of anyone. \ 

During our conversation Reynaud was entirely cheerful 

and optiaiatio, and was positively deter mined to go ahead 

wi*h h ill program. 

On the Par1a 111&1'ltet today sentiment is better ae a 

result of the atrong attitude taken by Daladier on the 

strike aituation; it is believed that in case of a general 

strike Daladier will declare military law. 

WILSON. 

E!fD SJ:OTIONS 0111 .uD TWO. 

EA:Lft 

. . . , 

• 
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pJJUPI!JUSI. SEO'UOJ THaD. TELm!W& 10. 1988 of 
lloT•ber 25, 1938, frca Paria 

At f1Te o' clock I bad a talk wi th the Bank of Franoe. 

I was told that the stabilization fund bad lost for the 

day only 100,000 pounds , deapite strikes and other oausee 

for uneasiness. Today my friends at the Bank ere more 

optimistic . The Britiab fund bad a bad day again today, 

at least 5 ,000,000 pounde being loat . 

I wi l l send by"mail an analysie of the latest etate­

ment of the Bank of France, and give a r eport on the 

reduotion in the Bank of rrenoe and government bond ratea. 

END 14ESSJ.GJ:. 

WIUION. 

EA:Lft 

\ 
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J'ro•a llakera 'l'rua\ Co. ot I. T, 
London ottlaa 

~hi loY•'bar 25, 19311 
J'ridq 

.a.G.UI J'.UI! DIIWID J'OI SPO'l IIOLUJIS B.Ul OJ' III'OL&:ID IIDI­

TDID 1.! 4.6375 BD 4 . 6}-3/8. J'OIWIDS SDADf. SPO'l J'ODAJID 

J'lWICS S5ADY O'IBO !0 OO!Im:>X. OPU.l'l'IOIS. 

Dacasm.un II!I:PO!l'!S :UC!WIOI l'IRI' QUilT. S1!0.Ul01 S!IIJXU 

UIJCIWIOID GOYD!IloiEIIT 0011!111/IIIO :DPJ:L 'IOBUIIS. GDUAL S'l'l!lD 

DIC11liD J'OR IJ:IIli'ISillT OOVIIl!IIIIIT DJ:'l'illll1lfiD DISia SS .lLL 

OO'flllliKi:ll'l IIIPX.OTDS P.UTIOIP4TlJI() TIIIRJ:II. DAL&DISR IWl 

OOIIJ'KRJ:IICI US! 1111GIIT II '!II IIILI!W!f .AIJ!IIORl'rnS PliOTIJO DJ:'I!Ill­

laJUIOI !AD: S!BOJG STAID. OI!IIR.ll.LT BJIJIVID liiAL DA.SOV I'Oll 

S!IIIUS 110! DllfOIS!lll!IOIJS AGAJISf DICIII!S ~ :DTOll! IIIIJST.t.!l 

1936 POPt:JI.4I! :ram!. lllDr lWID'f UJC!WIGXD DDDSI BOIJDS JI)I.D-

110 mill! OW .t.liOIIID 3 3/IV/> liS~ 1J!II!fD'l'IOIJ. IIIIBUD 

llliO•DCASfiJG !01111GIIf II P. II, 

CONFIDENTIAL 

!0 
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C .t.JLI 

lro•l Banltera !'ru•t Co. at I , t . 
Lon4on ottice 

Dahl IOY .. ber 25. 19311 
hidq. 

SfllliG PIIISSlllil AG.UBST SUJ!LJIG .&liD .8U1 or IIGLOD JIBaTJ:!ill) 

.t.T V.t.lUOOS PRICES. ll!I!Oll'f T.UliG 11 .t.CCOtlft LOSS or GOLD II OOLD 

IW!D:T lWII: or DGL.UD IW> TO StiPPORT UCH.t.IGJI IWIDf tiSU!lD.U TO 

IXTJJIT or DOLL.t.BS 10/15 lllLLlOII 4ll1l TO!l.t.T OVJ:R DOLL.t.BS 5 lllLLlON. 

lOR114l!DS '1411'n1D. 10 Olm!'!'.&IDIIG mD.IIlOliS SPOT ro!l1WID P.t.lllS 

IWIDf .t.S lm:IICB COIITliOL 1111!UVIIIIIG BOTH U ts, 

D.c.t.S'M!U.+Q DPORTS GBOIIIG Glltlll.t.L ll:ILIU OOVE!MIJ:VT I'ILL 

B.t.Vll Sll.t.LL ll.t.TORift Ilf CB.t.llllD liOmD PIIOLOIG.t.TIOII PIIISJ:If 114111l!l 

llillt UILIDLT 4ll1l II4IT rD:L OO'fl:Rilii3T II4T IIOT sumn U!QID aD 

TI.Ul. OOYDIIICIII!1 S IDIMnTIC JIDI!TII\'1011 TO CU.t.ll l.t.CTOIIIIIS 

Clll.t.TIIIG l.t.'fOIW!LI liiPliiSSIOII. 

lSSUJI 1141'1 2 n.t.R DDIISJ llOIIDS LO'IIilliiD TO }-1/~o/o lllD IWCJ 

TO!l.t.I }-3/4. 

CONFIDENTIAL 

11 

• 
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E ~5~~~ CTAT 

R IO 2?/ l b l ~ 

mna.auru ltp~nt 
TE:Lm"-A"H O ,F'IC• 

EXCELEN CIA KCfti:TA RI O MORQENTHA/O.i9110V 25 pt.f 2 44 
NOC 

11 j~ ACABO RECEBER INT ERM£010 IT AM ARATV COMUNICACA O VEXA TEVE 

NOAOE £NV IARW E E QUE MUlTO AQRAOEOO EM MCU NOME E NO OE MEU QOVERNO 

TOU ELUBORANDO REPOS TA QUE CON TO E NVI AR POR MALA AEKEA P~OXIMA 

(MA~J SAUOACOES COROI AI S 

SO;I ZA COBI A 

) 

) 

) 

•• 
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11 I 46/ 44 UoHe4 ltat .. 

211/ 1614 

11oelleocJ Secretar, Korgentban 

D. O. 

I haTe Juet reeehed. throuch I.ll&taratJ a colll!!lmieatloo 

JOU ba4 tluo lr:iAcme .. ot eendiDc •• and. whlob I IJ'e&tlJ ~rppreciah 1D 

I aa elaboratioc a replJ whiob I 

t o .. ad b7 air aa1l out week. 

Oortial «ree tloce. 

, r • ., • . .,,. • .,.. tro" P ortucueae bJ 
Sebwars, Klnt llurMil. 

Bouza Coda 
1 

13 

\ 
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To : 

From : 

November 25 , 1938 

The Secretary 

l!ies Lon1gan t . 1... 

The total number ot WPA wor kers on 

:love,ber 19 , 193S i e 3 , 243,555· 

The decree.se dur1ng the week !rom 

November 12 to November 19 wo.s 13,882 

workers . ·Thi s i e a t otal decrease ot 

19,071 workers tram November 5 to November 19. 

The total increase !rom the 1~ point ot 

October 2 , 1937 to the high ~oint ot 

Hovember 5, 193g was l,gl4, 215. 

14 
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,. ,· 

WORKS PROGRESS ADMI NISTRATION 

Number o! Workere Employed - Weekly 

Un1 ted Statee 

Number or Workere 
Week ending (I n thousands) 

193g 
2, lfl March 5 

Lla.rch 12 2,2 
!.!arch 19 2 , 357 
Llnrch 26 2, 395 

April 2 2 ,~ 
A1>r1l 9 2, 5 I 

Ai>rn 16 2,5a2 
A;>r1l 23 2, 5 5 
A1)r11 30 2,5t2 

!.lay 7 2,600 
t!ay 14 2,626 
L!ay 21 2, 652 
Lilly 2g 2,67g 

June 4 2, 695 
June 11 2, 711 
June lg 2,7~6 
June 25 2,7 7 

July 2 2, g07 
July 9 2, g53 
July 16 2, g99 
J uly 23 2 , 9~g 
July 30 2,9 7 

August 6 2, 996 
August 13 3, 017 
August 20 3.gg9 
August 27 3. 7 

September 3 3,006 
Sept ember 10 3,102 
September 14 3,114 
September 2 3,120 

Oct6ber 1 3,129 
October g 3,1go 
October 15 3,1 7 
October 22 3,201 
October 29 3,245 

November 5 3,263 
November 12 3 , 2~ 
November 19 3,2 a./ 

Sour ce: Works Progress Administrati on 
!/ Confi dential 

\ 
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WORIB PROGRESS ADUIKISTRATION 

Number ot Workers Employed - Uonthly 

Uni ted Statee 

1936 
Number ot Workers 

(In thousands) 
January 2,926 
February 3, 036 
!!.arch 2, 872 

April 2, 5Kg 
!.lay 2, 3 
June 2,256 

July 2, 249 
August 2,~0 
September 2, 2 

October 2,~1 
No11eober 2, 2 
Deceober 2,192 

1937 
J anuary 2,1~ 
February 2,1 .6 
!.larch 2, 115 

April 2, 070 
May 1 , 999 
June 1, 821 

July 1,~9 
August 1, 0 
September 1,451 

October 1 , 476 
November 1,~20 
December 1, 29 

1938 
J anuary 1,901 
February 2, 075 
March 2,395 

April 2 , ~82 
l!ay 2, ~8 
June 2,7 7 

July 2, 967 
August 3, 067 
September 3,120 

October 3,245 y 
Source : Works Progress Administration 
s/ Contidential 
Uonthly tigures are weekly tigures tor the 

latest week ot the month. 
They include certitied and non-certitied 

workers. 
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CoDI14uUal 

y lB 
P.l.I.AP B.I .ASJI 

.A telec .... (Jo. 84) ot BoTeaber 25, 19311, troa th8 '-er1ou Coanl 

O...eral at Boac J:oac, ruda nbet&ailall7 u tollonl 

bore coaUwe to exht ot epeo1al ua4eretaa41ac betwea Gr•t JrU&ia 

11114 .J11pu 1a eouth Cb1aa att&ire & 4 th8re are eo .. •leu to thh .thct. 

II owner, eo tar the CoARl O...eral baa aot be ... able to obt&iJl arq n14coe 

ot taaclble ... OUCh cb&racter to report. Pr1.acipal Boac J:oac biUiineee 

luter .. h COJltiaue opU&ieUe that there will be arrhe4 at .., ua4eret&a41ac 

persiUiac HRIIpUOa ot hl.Jlterl&4 trade. 

lloet obeeJTere 1a 'lloa« J:oa« attach a1aor iaportaaee to reporh wldch 

pereht th8re ot a dangeroue Chin••• ott1111i'r1 ecaJ.aet Caatoa. Th111 reporh 

are pr1aclpalq prop-canda 1aep1re4 b7 the ChiD .. • Ceatral Ben .At;ei>CT b7 

~ ot the '1!11te4 Pr111 u4 :a.t>.ter'• lll the oplaioa ot Boa« J:OD.C ob111T1r1. 

Go11ip baa it that the Jr1 Ueh repreeaataU'I'e 1a Boac J:oag ot the '1!11te4 

Pre11 h 'l'erT -.ell ua41r th8 1Dtl,...e• ot th8 Jlac ... e Cb& el1q"u •4 other 

Ch111.11e propap""• eourc .. 1f1 th 'lhieh 118 bae 'l'erT elo11 COD.JlecUoa. 

ftle Coanl General baa be ... rellabl7 lato .. et \bat .Jt~> .... " &illterT 

tore•• la eaal.l DUabere are e;r.t-Ucall.T u4 eucc .. etull.T "-opplac "1' 0 

area beheu Boac J:oac troD.Uer u4 ... , ri'l'er Yith a ... 1.,. to p!IUlac lato 

operaUoa the J:owlooa-Caatoa .la1lwe;r. .ll\lloacb .J11pue11 torcee are boabardo­

lac the troatler to• ot Slllmclmll o'b111T1re h8re u Uelpate ao troD. tier la­

cideh biCIIUte .JapNtlle t orCH are ua4eretoo4 to be opera\tac with c1-
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opecUoD \o tba$ a4. .t. t"' \lloua4 ntacM• !IDa ~ w tile froDUer 

lro.$ U.. ,.,.bare are aaller \ball •UoipaW wlltoh lli&tl\ 111410&M .,_, 

J~~PaDeo• proato .. \o callaa u lHUa 41ot'llrll-ca u po .. nte ill \l!. 

1-.4ia\a iUJlMrlud. are bailie a4hara4 \o. Betac" prcllt. l• e\aW 110\ 

78\ \o !IDa approached. oarlou proport1o11111 . 

(COPT) 
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u \ale ..... n ... ..,._.. .. &a .... 18ft ,...., .,. ,, 

\M ...,.,ell ..... ..,..... •• llaftac left 1' •• ,. 

tew a-,~.._,_,,.._-.. •· • ..., w 

ta hft .._ • •-• et t11a MA ...Utlaa et tU 208& 

anu 11a lla& neellaa e ,.La, eppnai8atelF 1• aUaa r... 

.._ .... _..._, b.......,_ tlla VIJ• ..... dtat 

kla tt- to• tale ,_,... ot laftoU .. t!Jic \ale ,.Nl.U­

l\7 at t•u•p•tl- - lt -.,llao tal' • ·~ 

t eeto.,. ftlu .... , tlftl u .a~lMlac 1a T ••· xa 

Ylow ot t11a pl'l'hto eatu. et tllo .. ,. ... it la "'eanaa 

tllat lt M -laa.a eoat1a.t1a1 tu t11a lel'o-Uoa at 

Aearl ... O.HII' t ..... lea oelJo eM \Mt tlla late-U• 

oede1e.ea tllal'ele M eat ,.~aue~~aa. fto ,...'-' pan 

ot t11a I'Opel't .,.., eo toll a 1 

•oa Jloy, 111& 0 lt .. , '" ot our Chleoao etatt, \wo 

ehe\lftnn , .. tale nltor lett , .,..,., with tile hft 

oo4aa , .. e Fori \nak •hlell MI'I'1M 01a p aolleo OQ)l70 

proYleloea, MAAlac, eta. !'lw tll'et tq n ,...,.uea to 

Cllllllniec Y'll lell h eppon.e\ol7 lla1t W7 to !'e.llh aM 

1e U' allea t- K•e•'"'• '!'hen an tllfto YNF nll­

ohlltlal ,.. ,._, eeA eoaei'Oto llrlt1 eo oa thla -\loa 

ot \he I'Oe& eea eo"ue.l ..U _._ ul&cea ot 10 toot 

•••• •• leea 'tlll.lell an Mlaa uea ' a ••uU~ 'tlll.lle tile 

,.,_.,,, a\oea uell 111'1..,• are Mlal Milt. ta 1 re.l, 

..._ a.,. tll.la -\loa ot tM .,.a lo ...a. 0P17 ollo11t 

- M1t ot tll.lo ni'Otu llao Mea snftUMI wt \M 

un ...... an..uu.s..aa.a,-la.n-t~~a.aa 

.. ,.... "' - ........................... ot .... ... 

'-\7 aUaa aa ~ oaa 110 ea.lato.laeA. T~ an 

ona-ea ot 
pne t.lJ 

' 
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•oa .... IN w v.ftlW r... o .. , ...... ft11h. 

a... ........ , •• IZ.-1 .. ~ ........ ... 

... ,. .... •• a, .. fM\ alU,.... ..,.,.111 d .,_ 

MlWJb wna ... SS: .......... l\ - aaUSSIJrF ,_. , ... 

VII* • kelt ., SS:Icnl. ' '- •• •s htw ...-. .,. 

.... ftle ........................ wll ss:l..W. 

n ...... ._ .._. ... _...._ -.~._.., F11 ••• " 

r-et .,.., sa: We .... 1 .. d tile ftFt _. ..., ... 

, .... ftlrF wet• Wl._.. s1-. elte tile t• s••• .... 
•rltps 111llell ... Mlq ......,....., Ull tllMe .... ftlrF 

n~ ,._a llsi.U't ... u '- ... 7Mn'eset. ftis 

-usa sr ........ 1e ..u psWUet rw allen ............ 

. .... - d 1t )Iss ....... psftllst ... ls terial~ 

........... la we\ _..._. hitss:sss sf sll ...... -

.......... sll .................... a-.,. ...• 
...... .. • !'lien h - ass:, fill ....... ftll~ 111llell 

us •• ss:ttlst ..nlslsatl¥ ... .alell 1s tetlal~ 

t•a11ou t•• ell so 11et11 sl ...... rant .. ~· 

n ... ls o ,...nU1tT tMt \ft:le .... 1 .. sr •• l'eet 

wtu dft s _... tss:1 d \n!Ule ...U. tile wt ••• ••· 

...... tft:.ll't - ........... left fallh ... 

Dlsna ... ,._. \M ft7t tw \M tint ft:oa .-1 llsll 

.. • 1a 121 ''.n Slllt1U.. au ...aN' .._ 

• ft ............... ---- ........... ,, ., ls.-

..... aM...-... ftiN ... s ,_ mt•101 st au ... , 

.._ la a s1 \ft:le 1e pebb&r .- _,... ....... .t .._ 

ss:u.. ...a .a1• w ss:u•st •= • sa: .- ... a •• u 
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.... \M\ illl ...... &Ill\ liM), \41 ..... At\41&' ...... 

lla1t MU>'• ... ~ ............... , • ., ...... ~ 
a.M ,_. --.tu Wlalu 'lin acaQ "•• an ..... ... 

~-- •Unl-7 ot Peale& lhla -... •••• -•lllr nhnM 

to u ... ..... ftllo \M ...... aM MnN 11aw \eelS 

wU Hloe\et a&ll lal& -•· \M aac1a at \M au a'Mft 

t.U rod .... \IM oacl• ot till ~ ~· no& on 1a .._ 

.... , -.h \4111 •'"'• aaMU.C \II& aaa\ftl ucla at .. ,. .. 

tor nb \rpe ot •M~rlu. fto nnl\ b \11&\ illli.M a'Mw 

.... Mlft tM ,.. ... on .,_, aa-u.o~tulll .... tM7 rill ... laM 

~ OOIIM -.11. \ro•~• - 1a f.r7 -\Mr. lA o&UU• 

•• ,-. .u ... ,, -.117 ot wllio - Mklac fl••• •• w peaao& 

owr •• • rod, w ..,.. alao aoulHftlillJ' "•larM ~ ,.,. 

.... uuu .. -a t.eJrta1 plaN .. \lao ... no&~~~ wl ..... 

Tb.la ro••• IOA\Olu no pu &U\ 10 fM\ ft Mlf'O .,.. 

llrlq oa oopotll.e or oanru. 1111se loou .u.., ..U 

OUI *loh Oft 'Mlac "JlMMo After Ma MOft VlYlJic 

.... llaH WOK .. url.o& at I'" pee, Ule to\U ...,. e Uo'"l 

llolai lU IIllo•. 

• ! \ r-u.-- ......... \II& IIIII q Rlftlr oa a ..,.._ 

dOA h'itco ot 110 tM' .,.. Mriac 0 fttd OO,.Il\F et 

10 ...... 'fMIN on 11a oti~MUou M \M Wl ... , .._. \M 

. , ..... ~~. oa \ hie al ... la " Ml'l'tilr oM \M aqla ot tua 

... \M Wl ..... oar. ... , l\ ..... '"* ..... 
a ala\oa ~ .... .,.. lato a ,..lu• -. en oa ..,. 

lll'tt ... 'l'llb ~loa ot tl!.o no& wU1 ~ &l'f'O 

•• v..au. tulac •~~a rahr ••••• • 
-oa ....... left ......... , ' ......... aft'f'OI. 

a\ l'Maha d 1 , ... oftelr .....UU. .. ..U•· !1'0~ 

'' tasrrr•~ um..lt ,._I) I •· •n u. 

... Wl ..... '~~~~~" ... ,.._. ...... ru .... .u ._.rur 
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•oa Ulo r.u..uc a.,, .. .,. 1, w lett ow .... at 

9a111 •·•· ... alMn ~·••l.J ... QOa a oU&e Wlalu 

eo~~pletel,J "1-*el Ulo :roal 1 'lllllot Ntllln& tu llell ot 

10 ooelleo aal aM• t w. ••• ot tiM to •-· we tCMIAI 

$lie ftel o1UlN :JU\lall.J N •tli'ol.J bleokel oa Jft8-

Ueall7 eftl')' ...,., hal ..... WN \Ute IOU aM 

.._, WN 1a ... .,. - a- wlUl ttelw tiM 1a 

tolplac u an tl~J'oqb. At ' o•o1Mk w anlftl at tto 

kl- al'fOir ....... Ule o:roNSac - • ,..,...., -

peuloa tlrl ... w!Ul a ntel oapaol\F ot oal,J tw ,_.. 

n •• oa1J attu -.t .... l4ei'atloa tMt w .,...,_.. 

to oN .. 1\ at all, tooouo Ul8 ul&co b Uetlaftl7 

aaac-. n lo ov _._..._.Sac \Mt a.niM wlUlla 

t11e aen a1:a: -tta -.., ot \be _.,_., .. edlM w1U 

M N)la ... aM not ..,.Uo .... 1nM - tile Wl ... U 

te P'" 1t a n\M ...-s. et .-... wa .... . 
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nerall)' a11•1MU• I \lie ..... ot t lla tllCM. At tlle 

pr eHat rete ot Pft&re" • t.11e - wu~e, t ~ 

•••!Jiatt \lltt wl\hia twe 110atllt, ar liT t.llla tiM tllla ftl7 

•nlou• tlU ... JIUI\ ,.,, .. the sel"• i 1'1'U' ere rape.lnt, 

t.be 'DI'l41tl w1U ... a'llout ~ t~lth, e a4 •tlftlT 

OOII£)1th ll)' t.bt U4 ot tCNJ' or tlft IIORM. 

"'l'hen b uothar tM\1.11"8 wb1u •••• lllto -. ...a 

•• u aaoaoale t u , or u4 tilt' h tlle t .. , taaat ~ 

IIUt1 ot 1\ ere 10 llai'I'OW 111 w14th t.llet 1t - ,.._. 

1104&\a OAl7 ou wq tJ'aftla u4 the aaeuel ot u.tfla 

woul4 M a ft17 Hrioua PHlll• tor • aae to _._. 

with, &ll4 OllH t lla l'Oe.4 lt J!l\ 1Ja 1004 toa41Uoa, it 

w1ll nq;1lln a poNt taal ot tl.oH atMiltloa to .Ua lt 

u aooaomle no• .. •• 'l'lltl't an 110 tuUl\1 .. wMtnna 

a.loq 'h• roa4 t or atpt napo'I'U'I t o• Uaftllan. 1 

1DI4ernaa4 the Qh1M 'l'l'aftl a.nt .. an IIOW lnaetlp \1 .. 

the poeeliiU1ty ot pJOYltiaa eueh ,...,_.,, ..a, la taet, 

I ut two ot 'hell'- no - M lrilll • t'U'ft7 et \lila 

t•n,lu. oaa ot the tala&• ._, .U.. tiW ~ ......_. 

U oa 1t tlla leak ot e.-t .. uu .. , ....... .., ot \1M 

41T1tlou ot 'b.a net ... tU ottlllal lllaa4tiut.l'tt1'1 1.a 

1••••1• hi' tanaaaa, Mt..,. ... lett 1: 1 .. , u. t 11l, 

CIL1et ot aoannotloa oo-l•tl .. ot naua PI'O~, 

.... hlecnat • • .u • t , ... J1aMe .... ..-14 " ..... 
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rooohe4 .. , Noll u.u lluUMM& Ua\ .UN na.-Uft 

aeoUou...,.. JUM~o. IIewnu>, U.. -.lOCI'Qil IIJn­

b Oil\ of oriu .. _. of Uio \I.M aal a PM\ ...., of 

tu oooUou oUAO\ 'M naoliM \7 kllll'aa. Tlluoton 

t he oo»4lt.lo» of thooo ooo,lo»a oro uakaowa to U.. ottlolol 

hll4quutero 1» rli.IIIIJ.DC wllloh M &U \11.1\ OJI¥\Ill .. _, ~ 

pu 1» 11J11 of tho 411tr1oh &114 \lla tuto ore 110\ ~ 

1» XUn•l PI 1&11\U 11U1 4qo la\Ol'o 

"TOll 11JA7 1>o 1atOI'oohl ill kaowlAa -Ulac Gt \.M 

orc.uUaaU oJ:t ~elli~ tllo iiM4 OCNalaol .. ootu.l.17. D. 

Uu, .U :aai&W.. u o tt1oo ill "'"' o1, la tllo Fro­

'fillelol Jh1ot C:Nanl'lloUoa · a&laMJ' oa tllo a\l.re JJ'Ooo 

Jeot fJ'oa l'•n'~~& to \lao 81lnA ~CIJ'1L-. TIM :root b 

41rt4e4 1.uto 4latJ'1oto aa4 oooll 4btr1ot uo o nou .. , 

eql.uer who oloo lau ill o4UUoa oo.uol oU.l'ilu\o 

Ollf:l»eno. 1'hooo na14oat ... ,....,, uo no,pou1~o 

olll:v tor \ llo roo4 allll. ~rl4&oa 111 tiMII noponl'fo ..... 

t1ou. It h Ja . Lb.• o .. ti.MUoa t llat \f tu flJ'at 

of l&allUJ, ltat, lllo wwk will Mft -..a aa.ploM&. 

I\ &}lpo&Zo to • t lld U wUl nqllln aola MJ'O tlM. 

At tlla .... tiae tlla coatrol oo......-t oro o...,U.U. 

a lo.dzuoo ... oo &114 C)o.reUou ~-1•, wMOO aUoo 

an t o m.e.l.D.t e.ill Uio rMt Co.A4 ultco• aal o)o.reto Ulo 

tr11411ta 0114 tl'&ot on to'l' l:I.&IU.la& OO'fu_., -tulolo 

O'fOI' t lllo roat. 'l'ho MA 1.D. our .. ot tlllo o-loal• 

lo ~. Ylll&, wlloa I l>olioft r• l:i.an lid aa4 wllo la&o 

Qll.lJ' roouu, ooao to E-'IIC• a a l:i.ao MYW .._ o.u 

\llo ft&,, R\ ltl )Jne! .. \o -.a \llo US., Ia ... wM0 0 

tiM. oOCIHla& h laU at&t_, to • alMa ., n\ua, 

OJl tiM fllo\ of lU~~UT. ltlt, WMa laU .. ..-.nwu .. 
Mclao M wU1 WI u\ \M net u4 Wl ... o 100$ ,_,leta. Regraded Uclassified
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1.-r utalU. ,.,...,, ... _111, ••wlala ,._ .._ w ,. '• 

•• dpalte •• - ~ u4 1lll qlhtv DleMl uwtx• 

alu wlU ..., • ...s .. et t.- 'IIIIIMel w.u-. ot • .,. 

p701lbeM11 _., \ou .. ,.el\7 ...... I Uft \allrM •­

\hh •\\er wUII llr. n .. u4 • ..,.. \llle\ M wlU -.ne, 
nen Ill hal MM o?er the net • "'' ' a ..,.,, -~ ot no 

t un • 1a t llo .. utd•• ' " Ml 111A1rp aat ot toe ..U. 

• nthl of elll'ft\llft to ,. .. 1, th-h klat 1f tnuJV\. 

"'!'hen an 111.117 .._11)' unaae•l of 1001111 'lllllftlac 

Oll \ bh roat, h'oa aOIIfti'M\lOAI eloac \Ill I'Mt OS 

WQ&enue o11aalo•a, I cathent ._,, pr onlaall1 ell 

ot "1111 eooll• an 1neulpt le'Mnn, noolYlRC 

t oot lln • 1'17 t or \llalr 'W'Oitt, Ta .. lllftl, l\ q­

paan 4 t b t \hi uaou\ ot wolir MUI ... 1 ,.. -.. h 

1'11')' -U, J!O .. Tel' • Oil \ h i 1-I'OUI Olll.llOU 

whall J bd \1 • n 101 of 'hill 1011111 I oat1 ~ 

\ o \lift nat r wou4 pa.r tlwa ter \bill' wen, ... t 

11111\ 111 \hat \1117 IISirl.)' l'e411'a4 .. 1111 .. , Olnlllo 

lbltl:aer t b h nat eoul'- M ot 11nl11 t o cntnl d l'­

eratt Sa \ba nuoulllr lll lll' h''" W1U • .,.. • .,.. 

tlt1 aaoUllt e t quell t r ot •aa1Jioer1-c 8M lelllr 

Wbhll t b• ceaU'al oo•u•••' 11 pn,.ret w ..-.n1 

\ o tbe n at atteJ' l\ Mlt11 O?er 011 \hi tl.nt et 

l Giluary, ltll or nall o•ur tdl 'lrlllll \U OOidnl 

con'I'Uen tan• o?er, onieUlT \he ,..,,_ 1• et 

weh ellanner u will eoas- to roqa.lre trw • 

perlol. et wvwal r-an a u ut flit -

~ en.nloa ... as- 1a-.. "'""' 
nlll, tu Jftetllal utal ... JGJGIII tile _. wUl 

Ill .awlw• tor aq ..., _..._ '' owaa. ta aliT 
rl:zw 

::! 0 

•• 
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F'EDERAL RESERVE BANK 

Of' N.:wYoRK 

I ov.,.ber 23 , 1938. 

Dear llr. Secretary• 

Durill8 the p88t three days we ban been aaking a pr eliainar;y can-

voss of t he lll!irkat, i n anticipation ot the Deceaber financing and, in 

addition to our regulu contacts with dealers , we have taJ.l<ed to the heads 

ot some of the principal .banks and iMUrance coapaniea . I - ••lldlna aloDC 

the following notes of these connraationa which aight be of interest to ;you. 

The talk a , of course, ha1'e been in general ten1a , both because it was too 

early to diseuse detaila or possible new issues, a nd because the .. n we con-

sulted were, for ths aoet part, lees faailiar with aaturities and pric1ng than 

with the broader aepecta of the aarket. 

First, ther e wee a general erpectaUon that the Treaoury would an-

ticipete its !larch aaturity in Deceaber , and aek for perhaps $500 to tsoo ail-

lion or new aone;y. This general pr ogru waa considered a deairable one, tbe 

reeling beill8 that this 1a a good tilla to stay three aontha ahead ot require-

acnts. One or t wo tentati•e sucgestions were ""'de that both !larch and l une 

notes be retunded in Dec .. ber. and c;ash requiraaents be aet in !larch , or llaroh 

and Juno , w1 th an 1nter1'ening use of existing belencas or an ii>Creaeed is...- of 

bills in caaa a pressing need f or cash ahould aeanwhile arise . This proposal, 

I think, grows out ot the arguable belief that the coabination ot an ottarinc 

tor cub 8lld an axchaDC• otferinc, the •rights• to which are aell1ng at • sub­

stantial preaiUII, laada to pricing dittioul tiu and a acre erratic aarkat than 

ot.berwiea would exist . It alao n a auccaated that auoh a prop-aa would prennt 

a further accuaul.atio11 or rr .. aur;y belallOaa 111 adnnca of the llaad f or thea. 
. . . ·~ 
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S.oond, it waa the pnaral. opinion of tboae oonaultAd that there 1e DO 

present aarket reason ~ a finenciJ1C operat1011 inYOlrtnc around tl l/2 billion 

of exchangea and DeW 11011e7 should not be readily carried out. This fselinc 1e not 

so strong ae it wae two or tbr .. ftek.s qo, perhaps, the aarltet be'l'ins reaoted to 

disquieting news troa I!Urope &nd to the we&lmess of aterliDg, on the one b&nd, and, 

on the other, to expeot&tioDAI of further reeo't'llry, inere&aed dea&Dd for fund a, and 

ultimste higher interest rates in this country. h't'llrtheles a, there does not aeea 

to be an,y question a bout t he inl tlal succus of the offering. The aub8idance of the 

feeling that anything would go, in an,y amount, expresses itself rather in auggestiona 

that a 22- '.n ;year bond aight be better than a 25-.30 ;year bond, and tbat it aight be 

a good idea to rdse only tsoo aillion of caeh now and t he needed rea&indar next llarch 

end June. 

Third , there na a drift of opinion toward the possible deeirabl.lit:r of 

putting out a .3-wa;r offering this tiM I a note, e ab:rt or intermediate bond , &nd e 

long bond. This opinion grows out of the difficulty of ooabining a note and a long 

bond in a sati sfactory package f or subscription ~ banks which bold the larger part 

of the llarcb 1939 note a or •rights. • It only a note and a l o.ng bond are offered, it 

is held , the e.xchange will be almost entirely for the long bond, beoauee it will of 

neceea1t7 carry a larger preaiua. That would Man tbat, ~inin& th& exchange offer­

i ng o.nd cash ofteriDg, there would be upwards of a billion dollaara in lon& bonds in 

the urket, which 1e thought to be .ueh too large an 8110unt tor proapt plaoeaent with 

invest ors who reall)' wish to bold this ~Jpe of aeeurit;y. A large part of the offerinc 

therefore, be in the banda of the ba.nks aa undenriters andf.bis would probebl;y 

long drawn out eecondary ~~&rket which aight becoM ney nak if tbore were 8DT 

idlettLrban<'e in the situation either hera or abroad. !he beDka are, howe ... r , i&­

i.n interM<Iiata tArs bonde, aq, 10 to 12 ;rear 2 1/u. !l!!a• Would an 

otrering of notea tor which there 1a al.wa:ya ao• u.rltet, of int.r.diate bonda, which 

the benka will take and bold, and of long bonds which appeal. to iD'ftatora intereated 

be tbe beat presoriptiOII tor thia ..rltet! There are 
Regraded Uclassified



all aorta ot nriationa or thb .a~. ot OOilrMI. OM ~U~P•tion •• u otter-
i.nterMdilte 

1ng or •.300 or $400 .U.Uon 10111 bollia tor oalhJ • )()() or $400 .U.Uon or jbolll• 

tor c .. h, end u axohan&• otter ot loJ11 end i.ntuwediate ~ plwl a 110te. 

35 

Another eucgeetlon waa a note end a lone boDd ahoulcl be put out tor caah, •• thare 

are caah i.nnatora tor 80derate aaaunta or both t,.a or ohllption, all! u i.nter­

lllediate bone! ortared tor axob&Jlp, which, pre..-bJJ-, woul.cl co lar .. lT to the 'be.nb. 

The benke woulcl taka part or theae bond• •• i.nnetore and the re1t .. undarwritere, 

hut not IUCh DU'"fOUa UDdarwritera aa tbe7 would be in tha oaae or a loag boll!. 

It hu been too aarJ.T, or eourae, to taolcle the quaation or actuel teru, 

hut when ww talk to the claalare and ea. or the bank operating ••~~o on hlclq aDd 

ear.IJ" next_., , wa ahll.l get 101111 110re apeoifio ideal. 

Ron . lla1117 llorgaDthau, lr., 
Secretar,. or the fr•••urJ, 
TreoBurJ Dapart.Mnt, 
Waahincton, D.C. 

I our a tal tht\&l..lJ", 

8proul, 
Firat lioa Praeidant. 
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HMJr: 
John 
H•n••: 

HIIJ'r: 

H: 

HIIJ'r: 

H: 

HU.Jr: 

R: 

mur: 

H: 

HMJr: 

H: 

HJ.&Jr: 

Hello. 

Henry? 

Yes. 

I talked to Bill Dougla1. 

Yes. 

, 

November a!S, }g~8. 3S 
4:15 p. a . 

And Bi ll said that he did not talk with the Boas, but 
he paesed word along to Miley . 

Yaa. 

And that he had had no repl,y . 

Yea . 
That he had Juat told her, it was - recited to her -
apparently couldn't apeak to the Boee, eo he apparently 
told her that we had given him the 1ntoraation rro• all 
the Department• conoemed. \ 

Yea. 
And that they had decided that nothing would be 1aid that 
- e111J)l1 the order would be given out and Bill hal da­
oided that he'• not going to make any statement. 

rrom 
Uh-huh. 1fe11, /the wa:t he epoke I didn't think he would 
either. 

H: Yea. I d1dn' t think ao, but -

HKJr: 

H: 

HIIJr: 

H: 

RNJr : 

H: 

Now - hello. 

Yea. 

Rallo. 

Yla. Hello. 

Have you told Danny Ball about th1aT 

I haven' t 1a1d a word to Danny Bell a1noe you lett here. 
Should I1 
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HIUr: 

H: 

HKJr: 

H: 

HWJr: 

H: 

HUJr: 

H: 

HKJr : 

H: 

HIIJr: 

H: 

HJUr : 

H: 

HIUr: 

H: 

HIUr: 

H: 

li!.&Jr: 

H: 

HMJr: 

- 3 -

Yea. Beoauee on account of the apportioning of the 
funde and all that. I would, he'd be helpful to110rrow 
if anything went wrong. 

You aean on - you're talking now about the california 
dtuation? 

Yea. 

All right, I ' ll get h.1a right •'B'A1· 
Now you got - the Preeident eigned our letter. 

Oh he did. 

It oame 1n. 

Oh, good. Well I'll be darned . 

Are we good, or are we good? 

I ewear I think that 1 a wonderful. I congratulate you 
on that. 

I feel pretty happy about it . 

What do you mean, he signed the letter authori~1ng the 
declaration of an eaergenoy? 

Yea. 

He did really. Well, I -

He signed it Juet the way it wae ·wr1tten. 

Yea. And no word from him? 

No, I Juet talked to Dan. Dan eaid the letter coaee 
baok, a eingle eheet with the Preeident'e e1gnature 
and no oouent of any kind. 

( laughter) · I ewear. 

Huh. 

I think th&t 'e good. Gee, I'• pleased. 

Without a thing. I aean not eYen a note or anything. 

' 
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HJIJr: 

38 

Dose Hopk1na know about 1t.f 

Wo, not. DOw. I aa14 t.o Daa, 1lli.J don't. :rou let. h1a 
know•. He aa1d, •wall I waa wa1t.1ng t.o t.alk t.o :rou. • 

H: Uh-hllh. Wall, t.hat.'a daaned aood. I '• alad ot that.. 

HXJr: 

H: 

HMJr: 

H: 

HJUr: 

H: 

HKJr: 

H: 

HMJr: 

H: 

HKJr: 

H: 

HliJr: 

H: 

H!Ur: 

H: 

IIJIJr: 

Do :rou th1nlt I ought to oall Harr;r? I th1Dk Rarr:r 
ought to oall ae, don't :rout 

I th1nk ao, :rea. 

'fhatf 

I - 1t I were 1n h1a poa1t1on, I would th1nlt that I 
owed aoaebod;r a b1t. ot grat1t.ude. 

Do :rou t.h1Dk I ought t.o oall h1af 

Ko, I don't. th1Dk - I don't. t.h1Dk I would 1.t I were 
;rou, I t.h1nlt 1t • a hia plaoe t.o oall ;rou. 

Yea, . I t.h1nk eo. 

I don ' t - I don't. bel1eYe I'd oall h1a. 

lfo. 

Unlen :rou haYe aoaet.h1.D& apeo1t1o to a~ t.o h1a. I 
t.h1nlt 1t. • a up t.o hi a t.o aake t.he wire pret.t.:r hot. on 
that . 

Yea . 

Dan aa1d he was wa1t.1ns unt.11 he t.alked to •• and he 
hadn't. t.old a 11•1118 soul. 

Yea. 

Wall I don't. - I - I'M oart.a1Dl:r pleaaed w1t.h 1t. 
a;reelt . 

Yea. 

Is - 1a an:r announoeMnt. ao1ng t.o 'be aada on that.? 

Wo. 
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H: 

HUJr: 

H: 

JOUr: 

H: 

fQIJr: 

H: 

IDIJr: 

H: 

HUJr: 

H: 

HLIJr: 

H: 

HUJr: 

H: 

HUJr: 

H: 

IDIJr: 

H: 

-. -
No publi o announcement. 

No. 

Uh- huh . 

, ,· 

39 

I th1nlt that JOU atght let Frederick Del.auo mow and 
aleo Eoolee. 

Yee . 

If the7 1re in town. I wouldn't bother to oall thea 
if they're out of t own. 

Yes. Eoolea ie .not in town. I haven ' t f ound out where 
he 1e but I 1 ll call Frederick Delano and tell him. 

Tell him. 

Yee. 

I feel very good about it. 

Well I don ' t wonder, I think you should feel good. 

Well now, John. 

Yee. 

There really ien' t an,ything a ore we ca:n do tonight 
1a there? 

Well there'• not anyth1ng but I'm going to at~ here 
until that order haa gotten out . 

Ie Herbert Gaaton around? 

\ 

Yea, and Herbert and Delano and I have been •eeting 
off and on all ~ becauae undoubtedly the Oo~troller• a 
offioe 1e going to have aoaething to ~. !ha7 are 
going t o have to e~ aoaething I ' • afraid. 

AJid we have eat with Delano and tJUe ie the prograa tor 
the moaent, that any requeata,the reporter• will aelt 
ha, for inatanoe doee thh order have &nJthins to 
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do with the aolvenoy ot the bank and that question he 
can answer hiaeel~, that it's the Coaptroller' e 
reeponeibilit7 1n case there were any queetiona or the 
bank - aolvenoy ot the bank to proceed at once to oloae 
the bank or put in a conservator. 

HUJr: Yes. 

H: 

HUJr: 

H: 

HUJr: 

H: 

IU!Jr: 

H: 

H!.!Jr: 

H: 

HUJr: 

H: 

HUJr: 

But that - einoe there ie no queetion ot the bank . 
aolvenoy and he' e been into that &6&1n today, and 
there 1e, he tells me, no question ot the bank solvency. 

I see. 

They are tro%en tight, but their aolvenoy, he eaye all 
the bank examiners in hie department all agreed that 
there's no question about their aolvenoy, and that he 
can say and will ea:~ to the reporters. Herbert and I 
both agreed on this that any other questions that are 
asked him he ehould simply eay, 1 Wby this order coaea 
trom the SEC, it doesn't come trom the Comptroller 
and I have to refer you to the SEC. • 

Well now, John. 
I '• not talking 
through you. 

All right. 

Seet 

All right. 

In order to keep our wirea straight. 
or giving any advice to anybody except 

So, it Preston Delano or any ot them want to call me 
let them go to your ottice and call me trom there and 

then you'll know. 

All right. 

We won't get- in order words, that's the Wa:/ I'd play 

it and I ' • not going to get ay wires oroeeed. 

Yes. Well, now I took the liberty here ot giving 
instructions around to all the people in the Treaeur7 
to refer any newspaper reporter with requeata about 
thle California bueineee to Herbert Gaeton. 

That' a - now did you tell that to T~lor? 
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H: 

HI&Jr: 

H: 

HMJr: 

H: 

RJLJr: 

H: 

1!1.1Jr: 

H: 

HKJr: 

H: 

KMJr: 

H: 

- & -

Yes. I told eyer.yb~ who's been in on it, 883 nothing, 
a1mpl,y to •83 that Herbert Gaston 1a the 11&11 who you 
want to talk to and if he has &n)"th1ng that the Treaaur.y 
has to eay he will say it. 

Yea. 

And that's what I 'm going to do and I asked eyerybod)" 
else to do the same thing and simply not disouss it 
because it'e not our affair. This order itself ie from 
the SEC and we ehouldn1 t be put 1n t .he position of trying 
to explain what it is. 

Yes . 

Let them do their own explaining. 

Yes. 

And let's keep ourselvee out of it, because it isn't our 
business except in so far as the question m1ght be asked, 
"Is this bank solvent or isn't it eolvent• , then the 
Comptroller of the Currency would have to eay that 1f the 
bank was not solvent the law provides that I shall act 
immediately. 

Well now, wait a minute. Instead of making it a double 
negative, couldn't we make it the other way around and 
simply eay the ban~s condition is such that there's no 
occasion for me to do anything. 

Well, that - that - I put it - stated it badl,y, he'• 
going to state it affirmative!)". 

Well, that's what I 

Without g iving - without giving f1guree , he g&Ye me the 
figurea. The figuree are that th.ey'Ye got about ninety­
eeven m1111on dollars of free capital, that is of 
capital i .n the bank unimpaired in eo far ae you can 
tell, they've got .about a hundred and twenty three 
million dollar• of slow aeeete. 

Yea. 

Against that ninety- eeYen million, but there'• no 
question in &n)"bod)"'e mind that there '• a full ninety­
eeYen m1111on of ealyage in that hundred and t wenty 
three m1111on, and therefore he'e willing to eay and 

.. 
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go on the l1ne that the bank ia 1n a aolvent condition 

and make an attu-.&tive atateaent to that etteot. 

Well , tbat 1 e what I meant. 

In anewer to a queetion only that he'e not going to aake 

that etatement voluntarily or course. 

Yes. Now one other thing. I wonder 1t you ' ve eewed 

thie up. Crowley and hle people like to talk pretty 

freely. 

No, I haven't epoken to thea, I Juet epoke with the 

Treasury about that. 

Well. I think - I think I 'd oall up Crowley -

I'll have to do it t hrough John Nichola . Is it all right 

to talk to h im, Crowley is out ot town. 

Who 1e Niohole? 

Niohole i e the executive, what do they oall h1a, \ 

adm1n1etrator or that div1eion and Duffield tells ae that 

the fellow who really ie the ehow over there, next t o 

Leo. 

Wel l I 'd make eure because Crowley likes t o &eke etate­

ments . 

Yes . 

And I wou.ldn ' t heal tate to oall hill up and tell him that 

1n thie caee Juet what you've done and it'e up to the 
Comptroller or the Currency and not to Crowlq . 

Yes . ' 
Crowley mtght make a atatement that, oh we didn't know 

whether theae - about the 1neured depoeita and eo 
forth and eo on. 

Yes . Sure . 

Although he alght 

But he 1 e 1n Kadieon. 
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- all 1naure4, eoaeth1ng, I don ' t mow, but anrwa7 

I'd talk 1t OYer with thea and ••w thea up. 

He'• 1n Kad1eon, W1aoona1n. 

Well -

Crowley 1e. 

I know, but eYeD there I'Ye known Ilia to eltoot ott lt1e 
mouth and make aome stupid atatemente. 

You th1D.lt we ought to call Ilia up. 

I tlt1nk I'd call up Crowley and aek him !tow ;you want to 

ltandle 1t . 

Yes. 

And ;you can aay that I euggeated it, that he 1 e alwa;ya 
cooperated so beautifully, etc., etc. 

Right. 

And - but I would sew up that one. 

All right. Now I talked with Jeeae and he'a going to 

say nothing eo tar aa I mow. 

And !tow about the Fed? 

They're going to aa;y nothing, eo tar as we know here. 

Good. 

I talked with Ranaoa t wice , and lte aaid the;y'Ye done 
eYerything they ' re going to do, the;y 1Ye talked to the 

President out t here, the Federal Reaer.e, and the;y ' Ye 

got everything in read1neee. 

Well-

Jeaee - Jeaae incidentally ie going to have hie man 
a tanding by 1n San Frano1aoo 1n oaee ot eaergenq , 

eo he'll haYe eoae~ there too. 

Well I 'a th1D.lt1ng out loud. It tile Coaptroller ot the 
Currency 1e willing to ea;y that the bank 1e aobent, 

wlt;y wouldn't 1t be a good idea t o let Gaeton eteer a 

\ 
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couple of newepaper men down there. 

Well I think - he didn't want to eay it unleee he had 

to . That wae hie att itude that -

Well -

Firat of all he came 1n with a euggeetion that he would 
simply refer anybody to the Secretary ot the Treaeury . 
Well I eaid, 1 To Hell with that 1 , that1 e not doing anJ 
good. Refer them back to the place where U belongs. 

Yes. 

That'e the SEC. You're going to refer the• anrway, 

but if you're going to talk about ineol•ency ·of the 
bank, then I think you can eately eay, it you'•• 
checked it, and you tell me that you have checked it, 
I think you can satel;y say that I '•e checked the 
figures, I know. what the conditione are and the bank 

1e eolvent. 

Yee. 

And this ie not an attack upon the bank ae I understand 
it, it's an at t ack upon the - I mean the - it's a 
queet1on of the delisting ot the etock. 

Yea. 

On the New York Stock Exchange. That seems to me to be 
a good anewer and it will epike 8Q1 -

Well, it's euch a good answer that I think that the 
newepaper men ought to eee him. 

Yee, oh I eee. All right. Well I 'll talk that over 

w1th Herbert, then. 

Talk that over with Herbert and ~ thought 1• that 
they could be directed down there. I think - and that 
would take care of what the Preeident had 1n m1nd. 

Yea. Yee. 

I think that's worth while, but I'll leaTe that to you 

and Herbert. 

I'll talk that over with Herbert then. 

' 
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But the f ellow m1ght be lt1nd of ehunted down there and 
then he ' d· make that atattment. Now ia he going to be 
there or i e he going to be home 1n bed? 

Who, Delano? 

Yes. 

He'e going t o be here. He eaid he thought he ought to 
be sick tomorrow, it would be a good day to be eiolt. 

Well , he ought not to be eiolt before eeYen o 1ol oolt 
tonight. 

No , no. He's here now. 
eyerybody -

We ' 11 all be here. I illl&gine 

He ought to be at hie dealt tomorrow too. 

Yes, he will be. 

Now John, let me mow later on how she goes because 
I'm t remendously interested . 

I will. I'll do it. 

Call me up later on. 

I will. I ' ll call you up - wi ll be sometime around 
dinner time. 

Well -

Atter we'Ye - atter the report ie out. 

Yea. 

O.K. 

Yes. 

I ' 11 do that. 

And I would eay - yea. Well aft er the thi.ng ie out and 
you mow where ·you ' re at . 

All r1ght. 
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Jue~ before you so boae. 

All r1gh~. I'll do 1~ . I'll oall you. 

And I oan'~ ~ell you how auoh I appreo1a~e ~he w~ 
you're handling 1t . 

Well, I hope I don't aake any a1etakee that'e all. 
I'• going ver,r oaut1ouely, and I hope I don't do 
anything wrong. 

It'e a grea~ ooato~ to ae t o have you there . 

ThAnk you ver,r auoh. I 'a del1gh~ed to be here and 
I'll- I'll call you Juet before I go hoae or Juet 
after I've gone hoae, e1ther one, around eeven 
o ' ol ook. 

All r1gh~. 

Thank you, e1r. 

Qoodn1gh~ . 

Goodnigh~. 
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llovember 26 , 1 938 

'l'O : ~~r . Ol1!>hant 

rom : !:r . Upham 

I have resd your me111orandum o.f llovm:~ber 22nd 

to r . JJelano in · . .nich you cotr.ment on my eemore.ndum 

to .ou of October l~th . 

It zeet•~ to t::o that your opinion answer s fully 

t1.0 criticism 1i ich cn:le to c.o from sor:e outside 

attorneys ar-". vti.ich vto.o presented ln my ~emore.ndum 

of October l3t!'. . Any doubt !I t he t h ve b eer. p l anted 

ln r..:y •rind 11ith respect to the lese.lity of' t he 

v?cretnrr ' s oreer of September 13 t h extending to 

>1.: nuthorit;r over t:-.o Let;al Division or t .3e O.ffice 

of the Comptroller or the Currency have been dissi­

.," ted by your ~upr>lemento. ry opinion of November 22nd . 

\ 
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.... Ollpbant 

lll'o Vp~ 

1 ba,o rea4 Jour -onn4Da ot lo,..bor laid 

to Ill'. Delano 1D &1ah 70u oo-nt 011 .,- _ft...._ 
to 70u ot Ootobor 16th. 

It •o• .. t o •• that J Our op1n1on ana•oN t'llll7 

tho or1t1o1- 'llb1ah c- tD - t:roa •-• out•14e 

attoi'DoJ• aal wh1oh ... pNMntocl 1n _,- • -zoaAdua 

ot Ootobor 16th. Alq 41nbh that ban b M n plantocl 

1D _,- a1Dl wlth ro•poot to tho lopll'r ot tho 

Sooi'Otai'J •o order ot Sopte.bor :Lath ut..,.., aa to 

JOU athorl'r cwor tbo Lepl J)bh1oA ot t.bo ottiao 

ot tbo Co.ptrollor ot tho eurr-o7 he,. been 41od• 

patocl b7 JOUI' nppl-ct•I'J opSA1oD ot lo,•bor 118D4. 

' 
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Dear llr . Secretu-ya 

.. , 

F'EDERAL RESERVE BANK 

OP' N.:wYoRK 

loYeaber 25 , 1938. 

.llllost all the corporate financing, so t ar this aonth, baa been by 

the Mthod of priYate placeaent a - aalea directly to inauranee coapanl.es, 

w1 thout underwriting though trequentl,y using dealers a a agents and 11ore ottcl 

than not without registration with the Securities and Exchange Ooaaission. 

(llaey or t he printe sales by utillt;r eoapaniea are filed with the Coaaisaion 

under tbe Public Uti lity Holdi ng Co11pany Act, but are not register ed under 

t he Securities Act. ) OTer $500,000, 000 , or nearl,y a third or the corporate 

bond ieauea so tar this :rear, baa been placed pri•atel;r. 

This week three ieauee, sold privately, totaled 189, 000, 000, ot 

El 

which $2.4 ,000,000 n s tor new capital. The C0111110mrealth !diaon Coapaey b 

selll.ng $34, 000,000 ot first aortgage 3 1/2s ot 1968 to insurance coapanl.eect 

104. This price coaparea w1 th 101 and 101 1/2 that the compaey recently received 

aa the price, attar colla!. set on a. on underwritten offerings of siatlar bond ilauea. 

The Cood;rear Tire and Rubber Coapany sold $40 ,000,000 f irst mortga&e and 

collateral trust 3 1/2• of 1958 t o insurance companies en:! at the same tiM 

borrowed tlO,OOO, OOO troa banks on a s-:rear credit et 2 1/4 par cent. The Ooa>­

necticut Light and Po.er Coapen:r is placing tl5,000, 000 of first 

aortgage 3 l/4e of 1968. 

In addition the registration o r $2.4 , 500,000 ot eo.aoDwealth !diaoJI 

Coapen:rcPDYertible debenture 3 1/a or 1958 becue effeotift. The iaaue baa been 
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odvertised, but stockholder• ot record on Doceaber 2 will be civen preeaptive 

rit;bts, which expt.r. Doceaber 2l. 

A~ or ieau.a that -y befioated bet-n DOW and the Doc .. ber 

tinoncing date u:t be ot inter .. t . Se'l'el"al ioauee, including • .,., iaau .. ot 

preferred stock, rancinc between t/.,000,000 and $1S,OOO,OOO, are scheduled tor 

the next week or ten days , and a $21,071,600 issue or Continental 

Oil Coapany convert! ble de benturea will be ottered to stockholders under ri&hte 

expirinc December 16. O.ntral Illlnoia Publlc SerTice COIIptllY bonds and note• tor 

l/.8,0001 000 1141 coM out ot reciatration Deceaber 8, and Gnoen Jlountein Power Cor-

and notea tor $91 1001000 1141 becoae eUcibla tor aarketinc Doc-

Large iaauea tor R&llwq !:xpreea A&ency and Public SerTice Coapaey ot 

are expected later in the month . 

Dealers 1 inventories of aunicipal honda have shown a tendency to inoreue 

oomewbet 1n the laat couple of weeks. A $2S , 000,000 Stete of Connecticut ieaue or 

eer ial honda , due 1939-SS, wae awarded this week at an interest coat of 1.5116 per 

Reottered to Jield troa 0 . 1S to about 1.68 per eent, the earller -turitiea 

later -turi tlea beve ao1d weU, but the intel'llediate -turitiea ban B01'ed 

$131000, 000 reaaina unsold. 

Heney Jlorgentbau, Jr., 
llleolreta.J,y of the Treaaury, 

Dopart.ent, 
[Waahi.,sto:n, D.c. 

Jour a faithfull;r, 

\ 
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Prepared by: Lawrence H. Sel tzer 

" .lsoloted by: Sidney G. Tickton 

... , 

PARTMENT 

INTER OFFICE COMMUNICATION 

53 

DATE November 26, 1938 

TO 

PitON 

secretary ~genthau 

14r. Haa~ 
alb ject: December Financing - Prelllllinar)' 

I. Recommendation• 

Aelllllling no great ohange in the character of the market, 
our first ohoioe would be the raising of eome $500 million• 
of new money and the retunding of the $942 millione of Maroh 
notes by a joint offering of 1- 1/4 percent 5-Year notes and 
2- 3/4 percent 20-27 year bonds (195g_65) . The holders of the 
maturing notes would be offered the ohoioe of notee or bonde; 
and the oaeh offering would be divided about evenl:r between 
notes and bonds. · 

If a deterioration of the market dictates the use of a 
medium-term instead of a longer-term bond, we would substi­
tute a 2- 1/2 percent 12-14 :rear bond (1950-52) in the 
r ecommendation made above. 

II. Pros and Oons ot Longer-Term Issue 

1 . Although all seotione of the Govertllllent uour1tiu 
l:lflrltet have exhi b1 ted reaotionar)' prioe tendenoiee tor sev­
eral weeks, the propoud 2-3/4 percent 20-27 :rear bond issue 
should obtain a favorable reception under present conditione . 

(a) The outstanding 2-J/ 4•s ot 195g_63 that were 
offered last June have aoted very well i n the market. 
They olosed today at 102~9/32 to yield 2.60 (Frida:r) . 

The propoeed hsue would have a firs t oall date 
only six 110nthe later than that of the June issue, and 
lts final aaturit:r date would be only 2-l/2 yeare later. 
The proposed issue ehould sell on a yield baeie between 
2. 62 and 2. 65, to command a premium of a little over 
1- 1/2 to 2 pointe. 
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secretary Morgenthau - 2 

(b) The Oanad1an Government this week aucceutull:r 
floated a 30-:rear 3 per cent i ssue to ;rield 3.1~ percent - ­
the same as the corporation tax-equivalent )'ield to banke 
or our 2-3/~ ' s or 195g_63. 

(c) In eaoh or the three significant market de­
clines s1noe late 1936, the longer-term section or the 
Government bond market has held up relativel:r better 
than the short- and med1u~tsrm bonds (see attached 
table) . 

(d) Thus tar during the calendar :rear 193el, there 
has been a small net decrease, rather than an increa1e, 
in the total market supply ot direct Governments; and 
an increase of only $3110 millions in the market eupply 
ot direct and guaranteed Oovernmente combined. Indeed, 
during the 22 monthe ended October 31, 193S, the market 
supply ot direct Governments increased by on11 $727 11111-
lions. (see me1110ranaum of November 17, 193S. ) 

(e) The banking a1 tuation is easy: The t all aea­
aon tor commercial loan expansion has passed; and on 
November 23, excess reserves of all member ba.nks reached 
$3, 350 m1111ons, and those or New York City member banke, 
$l , Sl0 milli ons -- new all-time highs in both cases. 

2. We cannot be sure that conditions wi.ll be a s favor­
able tor a long"term issue next Karch or June as they appear 
to be at present. 

(a) The budget tor 19~ may possibly come as a 
shock to the market. 

(b) When the new Congress convenes, pr~oaals tor 
liberalizing the Ol~ge Benefit Syetem, and{or eli mi­
nati ng the present reserve financing of that sYete•, may 
prove disturbing. Other additional demands upon the 
TI:eaaury may aleo threaten. 

(o) The international s1 tuation Will no doubt 
retain ita capao1t;r tor making trouble. 
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3. A long-term bond issue would no doubt be less at­
tracti ve to banks for continued hol.ding than a mecllum.-tera 
issue, a1though initial bank eubsoriptions might be nearly 
as great . 

The wisdom and effectiveness, however, of designing 
bond issues at th1o time to appea1 to banks for permanent 
investment are debatable. 

(1) The open market supply of Treasury bonds 
increased by approximately $21 000 millions between 
December 31 , 1936 and June 30, 1938. Despite the 
fact that a large part of this increase was occa­
sioned by the refUnding of Treasury notes into 
bonds, the total holdings of United States bonds 
by a1l insured commercial. banks increased by only 
$191 millions net during this period; and their 
total holdings of cllreot Governments declined by 
$1,376 millions. 

During the six months ended June 30, 193!1, 
when their total loans declined by $1 ,021 millions, 
the insured commercial banks nevertheless reduced 
their holdings of direct Governments by $4-13 m1l­
llons, though they increased their holdings of 
United States bonds by $579 m1llione. 

(2) Judging by the experience of the past 
few years, the market risks to a bank of hol~.ng 
mecllum.-term Governments appear to be tully as 
great as, or greater than, those of holding longer­
term Governments (see attached table) . 

(3) From a monetary standpoint, it does not 
appear that an increase in bank investments would 
be preferable at this time to a fuller use of idle 
aav1nge fUnds. Tota1 bank deposits on June 30, 193!1 
approximated the highest levels ever attained in 
this country, indicating that there is less 1111ed 
at the moment for an exoansion in the volume of 
depoa1 ts than in their act1v1 t:r. 

Thirty-seven life insurance companies on 
August 31 had $g03 millions of oash, as against 
$99 millions at the end of 19301 $130 milli ons at 
the end of 1931, and a high of fll70 million• at the 
end of Februar:r 1936. Although their i dle cash hae 
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doubtless deolined somewhat during the last three 
months, there ie good reason t or believing that it 
is still or large amount. In addition, there are 
the idle t'undo or savings banks and trust a ccounts. 

56 

4. I n the event the market becomes si gnificantly weak­
er, a medium-term issue might be easier to eell than a 
longer- term issue. 

III. Kedium-Term I ssue 

1. It i s imposa1ble to !ind a whollY satis!aotory open 
date suitable tor a 2- l/2 per cent coupon. The iscues that 
have bot h their callable periods and thei r t1r.al me.turi ty 
dates wholly concentrated between 194S and 1954 aggregate 
$6,445 millions. I n view or the tact that note maturities 
will probabl y be added to tho bond maturities or this period 
l n due course, it wc. uld oeem that new maturi t ies should be 
sought els ewhere whenever possible. 

2. A linele !ixed maturit y , such as December 15, 1951 , 
or December 15, 1952, would doubtless be popular; but would 
be undesirable !rom the Treasury's sta.ndpoint precisely be­
cause or the great concentration or adjacent maturities 
al r eady existing, and because the new i s sue will probably 
approximate or exceed one billion dollars in amount, 

3. A matur.l. ty somewhat longer than a 1950-52 may be 
possible it the market !irma during the next week, The pro­
posed second ohoioe issue would carry the very liberol pre­
mium ot very nearly two points in the present market; but is 
deliberately designed to be liberal both because it is not 
i ntended t o be used unless the market weakens :turther, and 
because its section or the market bas previously shown iteel! 
particularly vulnerable i n periods or market weakness. 

IV. Proposed Note orrer1ng 

The proposed 1- 1/4 percent 5-Year note issue would oom­
w~nd the adequate premium ot 31/32 it it sold on a yield 
basis or 1,05 percent, The two preceding note maturities -­
a1x months and a year shorter - - are selling to yield . 90 
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end . g2 percent, respectively (Friday) . A mechanical extrr.9-

clntion would produce a yield basis of . 98 tor the proposed 

new 1s~Ja . something must be allowed, howaver, tor adding 

to the supply ot ths long end ot the nota market , and hence, 

an assumed yield basis ot muoh lese than 1.05 percent would 

not be conservative. 

~elders ot the Karoh notes can obtain interest worth 

12/32 by holding their notes to maturity. J udging by the 

current discount rate on Treasury billa, J-monthe' Treasury 

money is worth leos than 1/32. Hence, holders ot the Karoh 

notes can enjoy a premium ot about 11/32 if they do nothing. 

The premium of 31/32 provided in the proposed note 
offer i ng and of 1-1/2 to 2 poi nts in the proposed bond ot ter­

ins appears tully liberal enough to i nsure a successful 

refunding. Nevertheless, it would be advioable, i n the case 

ot note holders who subscribe tor the new notes, to make com­

pensati on tor the i nterest di fferential of l/~ ot 1 oeroent 

tor three months , which amounts t o 2/32 of a poi nt. - A com-

57 

plete interest overlap, which might be advisable it the market \ 

were to weaken substantially, would amount to 12/32. 

v. New ~oney 

There are several reasons tor suggesting that the amount 

ot new money to be raised in this financing be limited to 

about $500 millions. 

1. The Working Balance on Novembar 23 totaled $1,777 
mill ions. It i ncludad some $282 millions sti ll with spacial 

depositaries on account of Treasury bonds and notes sold t o 

them in June and December ot 1937, as wall as some $227 mil­

H one i n suoh depositaries on account of various issues of 

Treasury bills. It is a vary substantially larger balance 

than is naadad f or ordinary working purposas. 

2. It might ba arguad that an axtra cash balanca to 

serve as an amargenoy cash resarva i s Justif iad in thasa 

uncertain times; and that, therefore, $800 millions instead 

ot $500 millions of new money should be raised. 

To this contention, it might ba anawarad that the axtra 

$300 millions would not ba anougb tor ona month's dafi cit; 

and that in a r eal emargenoy any auoh extra cash raearve i s 

apt to pr ove altogathar inadequata. 
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; . The December financing will be a very large oper a­
tion - approximating $1, 442 lllilliona - even if no more than 

$500 millions of new money is raised. It woul.d seem to be 

more important to do everything to aBBure t he suooees ot this 

large operation than to jeopardize it in any particular in an 
attempt t o raise a few hundred millions more of new money. 

ihis oon81derat1on i s the more important because of the 

large e1ze of the refunding part of the operation. We know 

trom past experienoe that many of the holders of the lolaroh 

notes will turn them in tor the new bonds, whether IIBdi~ 
term or long-term, with every intention of selli ng the new 

bonds i mmediately and pocketing the prem,1um. This preotioe, 

which necessarily entails a considerable amount or secondary 

distribution, cannot be prevented. If the new money offering 

is not too large, adequate investment support is likely to be 
readil y forthcoming to assist in the process of secondary 
distribution of the new bonds. It, on the other hand, the 

cash off ering is raised to some tgoo million~ , we must be 

58 

prepared to see a muoh sloppi er market in the new issue•, \ 

i ncident to the secondary distribution thereof. 

1+. It remai ns to be pointed out that the Treasury will 
be in a posi tion to add to its cash through an R. F. C. financ­

ing in February and through additional bill issues, if 
desired, at any time; and that after the l arge June 19;9 
note maturity, only one other really sizeable maturity 
(Maroh 194<>) is sohe&Jled t or several yesre. 

Attachments 

' ' 
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Experience in Recent Periods or Price DeCline 

(Decimal.a ~>re thirty-seconds) 
-. 

Points deol1ne . Number of months yie~d ~oet • 

Issue 0 ~245736 t o !7~~37 !/1773!> to 
: : 2 8 9 ~0 

}-3/!f. 194o-4-3 a·l" . 23 1. 07 ~3 1 261 

J-3/~ 194-1-~3 . lg 1. 02 . 30 : ~~ 9 2~ 

}-1/4- 1941 4.14 1.05 1 . 16 . 9 29 . 
~i~~ 194-}-~7 6. 00 1. 19 1. 23 45 10 17 

194-3-~5 6.03 1. 19 1. 19 45 9 15 

(1/4 1944-46 6.01 1 . 15 l . lg 42 ~ 13 

1944-~~ 6. 21 1.29 2. 00 44 11 15 

2-3/4 1945- 1 5.18 1 . 19 1. 20 35 g 11 

2-1/2 lm. - 1. 20 12 

}-3/4 1 56 6. 19 2.05 2. 14 39 11 16 

3 1946-4~ 5. 2~ 1. 24 1 . 22 34 9 11 

tl/8 1~6-49 5. 2 1. 25 1.17 a~ 9 10 

1/~ 1947-52 l . 26 1. 17 1.31 g 12 ' 
2-3/4 1948-51 . 23 1. 28 1 . 2g 25 9 10 \ 

}-1/8 194-9-52 4. 29 1 . 2g 1 . 23 • 25 9 9 • 
• • 

2-1/2 1~9-53 4. 05 1. 18 1 . 31 21 7 10 

2-1/2 19 g - 1 . 30 12 

2-3/4 1951-54 a · 30 1.16 1.25 19 7 9 

3 1951- 55 .15 1. 22 1. 29 22 8 10 

2-7/8 ~95t6o ~.15 1.1~ 2. 02 : 21 6 10 

2-3/4 195 ~9 3. 25 1. 1 2.02 lg 6 10 

2-3/4 1958- 3 1.30 9 

'frea1111ry Departaent, DiTiaion of Research and 8tatistioa. HoTember 23, 19~ 

I Taking market yield at beginnlng of prioe decline, these figures give the number of 

month• ' y.1eld lost by price decline . For e~mple: A bond yielding 1 percent would 

lose 12 month•' yield if it declined in price by 1 point. Regraded Uclassified
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SEcrEtary of StatE 

Washington 

., , ,· 

GRAY 

London 

DatEd NovEmbEr 26 , 1938 

REc'd 10:30 a . m. 

1363. NovEmbEr 26 , 1938, noon. 

FOR TREASURY 

€0 

OnE. Today ' s prEss commEnt en thE stE~ling dollar 

EXChangE ratE ~ay bE of i ntErESt. WhilE thE TIMBS 

makEs nc commEnt , thE TELEGRAPH in an Editorial stating 

that stErling has bEEn ovEr-valuEd in thE past concludEs , " 

"ThE f und could n9 doubt havE chEckEd thE dEclinE if it 

had wishEd or altErnativEly, the AmErican Exchange fund 
' 

could havE stEppEd in t < arrEst thE apprEciation of t hE 

dollar if it had disapprovEd of that tEndEncy. That 

nEithEr fund bas chosEn t d< S< • r at any ratE t c d•· so 

EffEctivEly sums t c suggEst tha t thE monEtary autbc•ritiES 

of beth ocuntriEB arE t acitly o. ntEnt to sEE stErling 

dE prEcia tE i n tErmS c- f thE dr llar. ThEy may, i n fact, 

bE allowing thE Excdus of rEfugEE monty t~ d<• thE work 

or dEprE ss1ng sttrling t c- its natural ):illr.cbasing powEr 

parity. If t his viEw is c c- rrEot thEn thE prospEct of a 

furthEr fall m11.y dEpEnd on thE opini<•n thE authoritiES bllVE 

formEd of thE lEVEl at which t his ~arity may bE rEgardEd 

a a 
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as attainEd." THE FINANCl AL Tn:ES " monty markEt notEs" 

o
1 

lumn o nt.ni n s thr- f • l l owing sentEnCE, "SurprisE was 

exor• ssEcl t'i"..at AmErica which was closEd c n Thursday for 

Thanksgivi ng Day did n< t follow up thE mo vEmEnt originatEd 

in t~is markEt and forcE thE d~llar still highEr agai nst 

stErling. InGEEd th~ a~~arEnt 1ndiffErEncE of thE UnitEd 

S tat~s a uti'. ritiEs t<' thE wEaknEss i n stErling br<' ught 

ab ut a frEsh burst r:>f sEll• n(l ."r 

A frrnt :-s£5E articlE i n thE 1"11:(\ NCIAL NEWS O<'ntains 

thE follov:\ng: " Internntirnnl uncHtaJ ntiEs of EVEry kind 

arE still d isturbi ng ht•lclErS r:<f stEr ling but optrat<rs 

in LC'ndt· n arE " EnF.rally necr eed that thE nnxiEty bei ng 

sh wn by rr.any h l d Er s o f Londr n fun~s t< convert i nto 

d· l lars , 1;1. ld : :> S'' mE Eur< pe:an currEncy, likE thE Swiss 

franc , wi th ut furthEr d Elay i s duE mainly t <' fEar t hat 

thE aut::<'ri . iEs arE !!laking nr aEr ie us Effort to stEm thE 

fall 1n s t erl :>.ng . " 

ThE city n'-1 tor of the c ~m ' !'1CLE desou1be:a t hE Bri-

t i sh aut)'loritiEs' ExchangE ·, olicy as " paltEr , faltEr and 

maundE r . " 

Two . StErli~g cornEd tc-day at 4 . 63 5/8 and thE 

British fund s < ld dolla rs hEavily until fi xing whEn 147 

bars of 6 ld ~erE s < ld all but 21 bEing su~ylitd by thE 

Bri t i s h fund. ThE pricE was 150 shillings . Subsequently 

thr: 
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AC - 3 - #1363~ NovEmbEr 26, noon, from London 

British auth~ritiEs support Ed thE markE t at 4. 63· 3/8 

undEr considErablE prEssurE. Dealings i n thE franc arE 

very small today, thE bank having SQld stErling at 178. 70 

i r. small amounts . 

KENllEDY 

PEG: CSB 
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PARAPilB'Bl! or 
TILKGIWl J'IIOil Aaerioan lllbuey, Rio de Janeiro 

DATI: lloveaber 36, l p.a., 1938 

!10 .: 378 

' Reference my as», lloveaber 19, noon. 

I am informed by the Director of Exchange tbat the 

Bank of Brazil will oloae excb&nge during the week of 

November 38 for daily quotas and matur1t1ea froa 

Oct ober 17 to October 33 incluaive. 

Will you please info~ Ooamerce. 

BOOT Till 

i:A:DJ'I 

..... .................... ... 

• 

\ 
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NoYember 28, 1938 

11:10 am 

Present: 

llr. Bewley 
llr. Butterworth 
llr. Hanes 
llr. Taylor 
llr. Lochhead 
Dr. White 

HII,Jr: Where are we today7 

Mr. Bewley: Well , I had an answer troa 

London to t he meeaage I sent on last week, wbioh \ 

wae to the general effect that they had, like you, 

been hoping that the trade treaty would help the 

position of Sterling, but that unfortunately the 

POlitical s ituation in Europe had clouded over in 

Europe again Just about the same time as the treaty 

had been signed and that had led to a renewal of 

the removal of money out of London. 

You ea1d that, giYen recovery ln thla country , 

that your purchases abroad could be expected to in­

crease and that there was nothing in the economic 

situation which seemed to you f undamentally to Jus-

tify the apprso1ation of the Dollar Yie-a-Yla Sterl­

ing. With that, the people in London agreed, but 

t hey say that the weakness of Sterling is not funda­

mentally entirely economic , but it's largely peyoho­

logica1y; that the Continent, eapeot4lly Holland 

end Switl:erland, are, whether rightly or wrongly, 

frightened at the political situation in Europe and 

that is at the base of wh&t is at present happening 

and that the re&rMIIIent program tn England hae a 

double effect: that it no doubt strengthens our 

bargaining power and our tpreetige in l:urope, but 

it ia aleo feared, whether rightly or wrongly, it 

llaY hurt our export power for the t1u being, but 

they hope it will 1~roYe. 

they said they were grateful f or your appre-
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c1at1on that they were doing all they could to 
support Sterling and that as regards what you 
said that you are handicapped by lack of exact 
knowledge, they are eend1ng b)' thie beg aa full 
instructions as t hey can to me as regards the 
capital and gold position, which they hope will 
help you to appreciate the situation. The bag 

arrives, or is due to arrive, midday Thursday. 
Whether they sent it in duplicate or not, I do 
not know, but if there ie a lot of typing I may 

not be able to bring it until Friday. 

Then they went on to repeat what they had 
stated in previous telegrams on the position of 
Sterling, whioh I need not repeat, Really, the 
political situation in Europe is at the bottom of 
1t. I think I ought to add perhaps, on my own 
aooount, that the general t~nor of the telegram 
is the weakness of Sterling 1e due to fundamental 
economic and pOlitical tactore; that the foreign 
policy of Europe, at preaent, as you know, is di­
rected to trying to increase oonfidenoe in the 
European situation. As regards the economic 
situation, no doubt it will help when your pur­
chases increase, but at the moment that has not 
yet occurred. We hope it will ooour shortly. 
That you oan't really tight a fundamental economic 
situation by means of any technical devioee. That's 
my own glossary of this. That seems to me to be 
all. 

HK,Jr: Well , in the first place, I take it 
this is trom the Treaaury. 

Kr. Bewley: Oh, yea! 
Treasury. 

This is from the 

HM.Jr: Thanks tor the message. 

Now, let me put thia to you. Suppoeing, 
whatever reason it is, that Sterling should break 
through ita previous low of 4.61. Has the British 
Treasury any suggestion to make, because, tor in­
stance, this morning, I pick up the Washington 
Herald and on the eeoond page I see a story written -­
but which did not originate trom here -- talk of 
further deYaluation on our part, and I think there 
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will be all kinde ot atoriee like that . But does 
the British Treasury agree with the last statement 
that you made that there are no technical devicae 
that we can take? 

Mr. Bewley : They have not said so in so many 
words. I can only say that's the impression I got 
from their telegrams. 

HK.Jr: What I would like you to do is send 
another telegram. 

Mr. Bewley: I will ask them again in so man)' 
worde. 

HK ,Jr: The question that I would like to 
have answered is-- let ' s say that lt breaks through 
the low, which I think wae 4.611 

Mr. Lochhead: That 's right. 

cs 

HK.Jr: Let's say it breakq through that. Are 
we just going to sit hsrel Do nothing? Is the 
Brltlsh Treasury proposing to let it take its course 
or have they s ome suggestion to make? Now the Treas­
ury ls beginning - - I am beginning to be put under 
pressure of bne kind and another and as the convening 
ot Congress approaches , it's going to be more severe. 

Mr . BewleY: When you say •pressure• you mean 
pressure tor devaluation of the dollar? 

HK .Jr: I don' t mean that. 
something. 

Pressure to do 

Mr. Be~lex: To do something. Yes. 

HM,Jr: To do something. 
That just happened to be in this 
over-emphasize that. 

Mr. Bewlty: No. Quite. 

I don't stress that. 
morning's paper. Don' t 

HM.Jr: Because that does not oome from here. 
Ae I have said before -- I think I said it to l ir 
Frederic Ph1llipa - - I say it now, the queation of 
devaluation ia one which I would onlY consider using 
ae a laat reaort. But those atoriea will come and 
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it will not come !rom her e, but I will be under pressure. 

Mr. Bewl ex: Under pressure; yea. 

!llt,Jr: To do sone t hing. 

Mr. Bewley: I quite under stand. 

HK ,Jr: I wonder if they feel we are just going 
to sit here and not try different devi ces or do t hey 
t nink it is hopeless to try any dev1oee. I sincerely 
would l i ke to get some suggestions from t hem what we 
could do, individually or collectivel y. Sse1 

We· BewleY! Yea. 

HK,Jr: Because i t's going to be increasingly 
diffi cult for me to sit here and not do something. See? 

Mr. Bewley: Oh, yea! I tully appreciat e t hat. 

Hli,Jr: Already the crackpots ar e beginning, get­
ting busy. Therefore, I wish you would get of! a mess­
age to Sit John Simon and just repeat what I have said. 

do to 
going 

Kr. Bewley: I will. 

HK,Jr: And has he any suggestions what we might 
stem this tide. It looks t o me like the thing i s 
to get steadily weaker. 

Wr. Bewley: I did put that to him the laet time. 
I don't like you to think I did not pass your message on 
correctly and I assume that theY have not suggested a 
device because it is a reasonable assumption, on mJ 
part , you can 't atop a movement of this type by tech­
nical devi ces , but I will certainly ask again. 

HU ,Jr: I want you t o go this far: . that not only 
is it going to be i ncreasi ngly difficult ! or me to sit 
here and see the Pound go down, but I don ' t want to sit 
here and not do s omething about it. After all, your 
poli tical situation may take months t o correct itself , 
and t o see the Pound constantly go lower it won't be 
poeai ble f or me not to make some kind of a move. 

Wr, Bewl ey : Yep. 

C7 

·, 
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!Ul,Jr: But I want to do that w1 th the Br1 tieh 
Treasury. 

Mr. Bewley : Yes . Yes. 

IIM,Jr: BeeT 

Kr· Bewlex: Yea. 

11M ,Jr: And we are e tudying it. I have no sug­
gestion to make as ot today, but the minute I have one 
I will lose no time in givingit to you to pass it on. 
But, on the othe r hand, it's your Pound. 

Mr· BewleYl Oh, quite! 

ea 

I!K,tr: And it's your politi cal 81tuat1on a nd it 
oan't be e way i t was last summer when you said that 
eorne people ea1d that through our depression we were \ 
dragging the whole world. It that was so , 'IIIlich I don ' t 
think particularly it was, --at least , now -a are lead-
i ng the way back; at least we are having a strong re-
covery here; a very sharp recovery -- eo that particu-
lar argument ia eliminated. But as time goes on and ae 
the Pound continues to get weaker, I am beginning to get 
a l ittle restless. 

Mr. Bewley: Yes, I tully understand. 

HM,Jr: And I just wish you would pass that on. 

J4r, Bedey: Certa1nly , I will. 

BK.Jr: And it I oould get an anewer w1th1n a 
reasonable time - - today ie Monday; it I oould have 
something maybe by Thursday or Friday , that ien' t ••• • 

Mr. BewleY: Oh, certainly; yael 

HK,Jr: They will get this tomorrow. 

Mr. BewleY: Oh, yea; oertainly1 

~Jr: And they w111 have Tuead.ay and Wednesday 
and I o to have it b&ok Thursday. Ie that crowdlngT 

Mr. BewleY: No. 
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HK.Jr: Say by Thursday or Friday? 

Mr. Bewley: Yea. 

HK Jr: I am here. You can aee how much im­
portance t lay on this, I have everybody in the Treasury 
who haa to do w1th it working on it. . 

Wr. Bewley: You say you have no suggestions. 
Have you any ideas of the sort ot line on which it could 
be done , because I have no doubt people 1n London would 
be aa gratefUl as anybody. 

HK .Jr: I am having the so-called best brains 
oome down tomorrow and we are going to spend the daJ 
on it. People outside. And as a result of that, it 
we have anything I won't wait to hear from you, I will 

C9 

give it to you. \ 

Wr. Bewley: No doubt my people will be most 
grateful. 

HK,J~r: I have a memorandum trom Wr. ltnolte ot 
his idea, which I am trying to di gest, and we are ask­
ing ideas from people whom we think have suggestions. 
I don' t know it Wr. Butterworth hae any ideas . It he 
haa, he wUl have a ohanoe to unburden himself, but as 
ot this moment, a concrete suggestion? Mo. 

Wr. Bewley: Ae regarda the tunamental eoonomio 
situation, it you can increase your purchases ot goods 
it will be obviously helpful. 

HK,Jr: But that's what the trade treat7 was tor. 

Wr. Taylor: Those rates don't go into etteot 
until after the first ot the ye ar, so you oan't eXPect 
very much from that until after tnat. 

Wr. Bewley: Slow business. 

RM,Jr: I am talk1nf very confidentially. 
letting you know just how teal an1 if you will 
mit tbat, as I know you will • ••• 

Wr. Bewlex: Certainly. 

I am 
trans-
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HK,Jr: As a good r.eporter. 

Mr. Bewley : I think the British Government reali~ee 

tully your position. I know tney appreciate your atti­

tude, ~.~but t he dift1oulty ie siiiJ)ly to find anything wh ich 

won' t be worse than the disease , because they felt all the 

t i me that supporting t he ~ artifioially it provides the 

bears with a good market. 

HK.Jr: Aa I aay , I have nothing concrete t o sug­

gest today, but I may have tomorrow night or Wednesday 

night . I may have nothing, but these so-called beat 

brains are coming here and I am going to l i sten and they 

may not have anyt hing , but we do consider thi s of fi rs t 

importance as tar as our own eoonomt · ia concerned and aa 

I said, the other day , it seems to me as tar as the 
Treasury and the British Treasury are concerned together 

we ought to be able to lick this t hing. It ' s like wh i ch 

comes first, the ohloken or the egg? Whether the tinan- \ 

cial aggravat es the polit ica l or the poli t i cal aggra -

vates the financial . I don ' t know, but I have listened 

to thia for five years and I don't know which comes first, 

but in our own case, as tar as the Treaeury is concerned, 

we stabilized the dollar a nd then we got political 

stability and they are closely related and I don ' t know 

which comes first, but to have to e i t here tor months 

and see the Pound go lower while we walt on your BJ-
Elections will be rather nerve-wracking a nd I don' t know 

whether my nerves could take it or t he nerves of t he 

American people! 

Again, to go ba ck. "What are you going to do 

about it71 As of today , I don't know. Only we are 

very conscious of it and we want t o do something to be 

helpful and we want to do it together. Some place, 

somebody ia going to get an i dea whi ch will work othe r 

than to Just sit hera and say, Well, it' s the poli tical 

ai tuation. 

Kr. Bewley: Well, I will certainly paaa it on 

and if &nJbody can think of a ny idea i n London I aa 
sure t hey will send it back at once. 

HK.Jr: You oan tell t hem we are all pacing t he 

floor trying to think of something to do. 

oOo- oOo 
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London 
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ThE dollar optntd bid at 4. 62-3/8 but after a small 

amount of support of stErling by thE British authoritiEs a 

natural market, predominated by profit talti.ng, carried tht 

ratE to as high as 4. 65-1/2 and it has stood around 4, 64-1/2 

sincE tht lltw York market optntd. 

ThE Bank of France is thought to haVE bought a fair 

amount of stErling today first at 178, 64 moving thE rat£ 

gradually to around 60, 

451 bars of gold werE sold at thE fixing at 149 shill-

ings 9-1/2 pEnCE tht premium bting quotEd a s ont pEnny 

on 4, 64-1/4. About 300 bars wtrE providEd by ·thE Briti sh 

fund , British GovErnmEnt sEcuritiES castd slightly today, 

war loan 3-1/2 closing 3/16 down at 98- 3/4 . 

PEG 

CSB 

KENNEDY 

\ 
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TREASURY DEPARTMENT 72 
tNTD OPP1C& COM .. UNICATtON 

.,..,. loT ... 'ber 28, 1931. 

To Socretar.r' • J11e o 

rranlc Dlotrich 

At 1:15 P. ll, I Woraed tho S.crotat')' that otor111!« wao otferod 

In \ho llal'kl t at •.~3/8, which .,., a'bon our oporatill« point , 8114 that 

•• the rate "ont blt;her ve would ooll otorll111 ln taal1 &JIO'Imto at 

edY81lClD4 ratu . ~e Seere\ft17 lnotrw>tod .., not to oell e:rq oter1lllc 

wi t hout flrot conolllting hia, and that it tho rate roaohod $4.66 he wao 

to be &d•lood 1 .. ed1atelJ. 

- · 
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'f&U:O!Wl ( YIA 'fRI T£ HOUfl F. lfl R& ) 

TK& Pl\ESI DD1 

WAIUI !.IPRI I:G6 GII>IIOIA 

., 
r 

!lT&ru.liiO CIJ)3ED AT FOUR POUt S1Xft t'1 V f. Al<D ONE 

~AAT&R UP '1'110 MD om; KAU' l'OINT:.I 

K~ OORD&JlTiiAU .Jl\ 

14 

\ 
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GTIJ\I.INO CID3iJ) AT r'OU1\ 1'01111' &lXTX f l'l'£ Ali D OU 

QIIAM&JII UP TWO AND OHE IW.I' rol"'a 

JWaU IAOI'OUTHAU JJI 

I 
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IS (_ 
P.ARAPIIIW!:& Or TELJ:GIWI R:&O:&IVED 

J'ROK: Aaerioan lillbaesy, Parie, France 

DATE: November 28, 1988, 8 p.m. 

110 .; 2008 

FOR TREASURY. 

The atmosphere on the exchange and s ecurity markets 

today was less pessimistic, as apparently it was hoped that 

t he railway strike will finally be averted and that much 

of the force of the present opposition of labor to the 

Government's progra~~~ will thus be lost. A. fair amount of 

sterling was obtained by the fund at 178 . 58 - 178. 88, 

t he rate at present . There was improvement in forwa.rd \ 

pr emiums for sterling to 38 c enti mes for one month, and 

for three months it improved to francs 2. 38 . The present 

rate for the dollar is 38.85, aft er the low ot 38.38. 

I n relation to the ~rene the other main currencies were 

weaker. 

French rentes went up 65 to 75 centimes. Other French 

securitiee were firm today. 

END SEOTIOII ONE. 

WIL80111. 

EA.:Ln 
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P.ARAPHRJ.SIIl. SIOTIOJIB TWO, THJIDI, J'OUR of hlegram 
No. aoos of xov .. ber as, 1938, from Paris. 

77 

Reynaud on Saturday eYening appealed t o the nation 

not to disregard s upr•e national intereeta and to accept 

the reform plan of the Government. The Finance Minister 

.wnrned at diaaeter that would surel y follow the rejection 

of his plan, and urged the public to examine the facta 

and not to ooneidar the campaign, of mierepreaentation 

woi cb opponente had launched againet the program of the 

In an article in LE TIW'S today Frederic Jenny diloul8ee \ 

at length the pound sterling situation. The present laok 

of confidence in sterling ia mentioned, and he then 

successively examinee the effect oc it of the bare done 

to t he foreign trade of Great Britain thr0\18b happenings 

in Central ~ope and the Far last, and t he reez~~&~~~ent pr~ 

eram ooete. Mr. Jenny does not believe that this trade lose 

ha s caused important loss of oontidenoe in the currency, 

nor does it appear that he t hinks the effort of rearmament 

need give rise to any serious preoccupation in this regard. 

Mr. Jenny mentions that the BrapUap(Bri tiah T) Gouruent 

1a obliged to spend large amounta for aruaent under the 

ooat favor able conditione that could be imagined, because 

it finde that British finanoee are perfectly sound and 

balanoee, no borrowing has had to be done by the Chancellor 

of 
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of the Exchequer for aeveral year a, and because norul 

budgetary r esources will take care of part of the apeoial 

armament outlays . It is Ur. Jennyta opinion that tbe 

neoes aity to borrow 200,000,000 pounda next year for 

armaments, and tbe buc1getary defioit which is anticipated, 

should by no ceana have auob an effeot on the financial 

situation in Great Britain that the stability of the 

currency would be imperiled, I n the article it is 

pointed out tbat it should not be 'difficult to borrow 

fo r the purpose of arming on a market which for the past 

f ew years has been left practically untouohed. He adds 

that •compared with American and French finances those of 

Great Britain in truth appear very enviable•. 

It is Kr . Jenny's opinion, however, that there may 

be cause for preoccupation in tbe deisre of t he British 

to continue their cheap money policy. Be states that it 

may lead them to increase the note iseue. In this connec­

tion he mention& that oertain newspapers have indicated that 

tbe British envisage an increase of ao,ooo,ooo pounda 

to replace the funds whioh the Governwent loan issues 

absorbed, The sterling note, be feare, might well be 

unfavor ably influenced by auob an action. 

EIID SIC'!' IONS TWO, 'l'HRJ:J:, FOUR. 

EllD KESIUGJ:. 

WILSOJ . 

EA:Lft 
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C.A.BLI 

l'ro•• Bul<e.-. '!ro.a t Co. ot I. Y. 
London Ott1~ 

1281. 

DOLL.U!S OPi!W> UJIBD Btl! SOOlf TUdliD OJniiiD 01 PII07I! tiXIJC), 

CON'J'IIOL IIILI'ID IIOniiD'!. JORV.IDS S!IAD'r. SPO! JOR1WID riWICS IWJ!ID 

.I.S Sl!l!IIIIIIII! Bl'l'BR II PJJUS. 

DeO.A.STELLA!Ili Rs:POII!S UCIWIC)Ji IWIDT ~E'r COll'l'IIOL '1'001 II CliR'l.A.II 

AIIOUNT Of Sft!ILIIG. IllY '1'0 IllY IIOIIIT VUf 'liGHT J OIIII.A.LLT BA.TI 2 l/2'/. 

BUT liO'l'!IIIiO OJ'J'ii!ID .A.! 'I'IU'r 7IOUlll. l!OtTRSI 110! VlillJ .A.C!Illli BU'l S'l'IIOIG. 

DO!$ NO! BE.LI:I'fl 'IOIIlCIBS WILL IIISPO!ID 'l'O C.A.LL 01 UDIIISillT BA.!iXS WILL Bl 

01'131. 

C O: 'FIDENTIAL 
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D1etr1oh oa.e 1n at 1115 and ea1d, 1 I eugg.et 
that you .. n Sterl1• beoa1.111e 1t h go1q up too faet. 1 

The Seoretar71
1 anewer to D1etr1oh wae, 1Let her go Uf• 

Just lilt her ride. I def1n1hlJ do not want to eell. 

eo 
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FEDCRAL AIS=RVI! SANK 

OF NEW YORK 

81 

FICE CORRESPONDENCE 

~·nomft~~,~~~•~-------

CAn: ln•JtaJ' •• 1111. 

suBJECT! ,...,.110111 conDIA!Ioa au 
••' or •ol.AID. 

1r. Boltoo oalled at 1101. •• ha4 -ftb!DI \o \ell ••• he 

Hid • d it OODOUDed 0111" -••naUOD o l th• pan ·- 01" \hi'" dt!TII 

<ml'lnc o .. •bu tbtr bed euo,ooo,ooo ot tonulb aatul'1q (tbll ... 

t ht bulk of their total lbon podUoa lD 4olla1"1) • tbtr 1111"1 101111 

to 1-' t h• all niD ott •4 thtr 'WU"' colD& to abip aol4 hel"' top \bet 

am ount leu Ul)' epot doUua 'liblob tbtr llilht b• abl• to blq. thtr 

h•4 aalled a ••nina of tll• Loodoll alMI'1DC blllka tht• alhi"Dooa ea4 

ur .. .,&ed with th• \bat thtr ~4 u .. -• ot their twl4a to tlDeno• 

aort tzob•a• oontl"ana fop tonal"4 4•11••17 Ol" w llDanaa ad\'111111 

.. 11111\ &014. ~~ f11UI"'I that th• 1014 OOD\raets fOI" fontl"4 de11Y~ 

wbieb 1D Au&a-' hU staxl at about &11010001000 "~"' uo• 4o• tct troa 

ua,ooo,ooo to uo,ooo,ooo • all thta 1a •or• or leu P••• woK b .. ••• 

tht7 Set 110 111fctNaUOIIJ th• pr.t• pa14 fctl" fonaJ'Cl .. u • ...,. bM 

bttn about t VM pal' _th, equal to ~ pal" --~ It the 11~ 

1ns baDlU ••4• no aooer &Yailabla to tha aaft•t top the abna pu~ .. , 

t t woul4 be 41ftllftllt to l'IUl a tonai'Cl abort poait1oa 1D .tal'liJII. lt 

t ht apot Pate tol" .tul1oa lholal4 lbo• ...amaaa thtr would t17 1114 

auppon that .. rl.cat •• tbtr ha4 doDe to4q (to4&7 thlf' ••• ... 14 1a 

Puahinc th• .,., nta toP nn'llDC up 1 v .. wUhnt .,.uua ear -•> 
PJ'O&r• ot thel7' 1 ~4 1 ... to ou• of t• poaatltllitllll lith• 

would rat .. the nft'l1DC .,.. l"ata or 1111 pat a bll p...at• • 

....... .., dollua, th--, •4 to tha\ •••• 1"14ai1DC tba pi"'t1t ot 

lbe an••••• llltb tala 11MI'lq banka 1181 a 
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I"EO£RAL RESERVE 8ANK 

0,. NEW YORK 

CORRESPONDENCE 

OJtnomuL nr.u -
1. ••• Ia=·;=:-..:.•-------

I 

DATE IO!JI.If II lllle 

SUBJECT> , ....... CIO ..... JOI tllfll 

BM~ or •oi.Aio. 

tho aukM lat .. aotblaa alloft 1\ •4 ~ ... wolllcl tao 

ao publioUr or fA7 Ida .. 

82 

I ropliecl tha\ '"' PI"'CI'• ot tll.S.rt 1 \o •• ..... a loahal 

nop 1a ' bo aM or oponUoaa, \ ho 111'0\ ot *ltb laa4 ~~- \bob 

pr.,.iolll 1np opora\1('1111 it tbo .... .s.at.na tllroSp 'llal•••• 1a Leab 

wtn not too l arao • oat of that ho waa t ho 'boa\ ~•Cia• - a aq~~ ... o 

poi1Uoa Cab\ woU PI'OTO •Moaatlal. .... Jlol\oD tboap' 

s proar• na tho oalJ' oao of a 'ootaioal aa\u n 11b1tb \btr 001114 

thh t tao mUll •POD llbon ot a aeoral •"~~U'IO• 'l'ho lo"or, n17 

ob'liOiulr, wolllcl M't'onho \bo weomoaa of norliiiC •• baTo •• 

lllltat.i•taototT rop-alioaa. 

!hq laa4 .,...... .. wUb ~· BrtUIIl fno•rr w aou~ 

lloJ'Ie\be ot 'h• nepo ooa\.-plo'o4. 

u ncar4a hmoe, Jlol\• \boaab' .n•••• ••• b .. 1ut.aa to 

lOI'-lato t ho\ o.le41er llip\ •orao f,_ hia 'llaUlo wUb ,,_. 

with t1)-Uc oolon. lewa f,_ Preooo -umao4 \0 bo tl'lontllo • 

.. n.lfUtt~ •u auu a•••••a ... aol4. 

Regraded Uclassified



EllA 

SEcrEtary of StatE 

Washington 

71, NovEmbEr 28, 7 p. m. 

., 
r , 

DatEd November 28, 1938 

RecEiVEd 6:20p. m. 

On NovEmbEr 24 and 25 most of Mon£han Road, onE of 

Canton's most ;mportant modErn businEss streets, was 

gutted by firE. 

JapanEsE troops havE rECEntly bEEn throwing up 

oum£roue sand bag and barbed wirE barricadEs througbout 

thE city, SEEmingly in fEar of guErrilla infiltration and 

attacks. ThE barricadEs on Taipi ng Road, onE of thE prin­

cipal thoroughfarEs of thE city, wErE yEstErday tEmpor­

arily mannEd by machinE gun units. ThE militar y haVE 

bEgun rEquiring spEcial military passEs in thE nor thErn 

suburbs . 

During thE last thrEE days firing of riflEs and mchinE 

~Ule oe WEll as htavy txpl osions bEliEVEd to bE aErial 

bombing ~d artillEry fir£ hav£ intErmittently btEn audibl E 

in Canton. Foreign obsErvErs report that th£ villagE of 

Shabo, about a milE from Holy Trini ty CollEgE 1n thE nor­

thErn suburbs, has bEtn lEVElEd as a rEsult of f1ra:s t hEr E. 

JapanESE 

83 

' 

Regraded Uclassified



.. 

EDA - 2 - #'71, NovEmbEr 213, 7 p .m. from Canton 

JapanESE planEs haVE bEEn obsErvEd bombing a suburb nEar 

tht old Wtst GatE, and Early this morning a pl ant , bE­

liEVEd to bE ChinEsE , is said to ~vt droppEd a bomb at 

84 

or nEar thE WhitE Cloud air f iEld. It is rEportEd that this 

morning ChinESE WErE not pErmittEd to lEaVE thE city tO 

visit nEarby villagEs . 

REpEatEd to Chungking, PEiping and HOng Kong. 

!.!YERS 

DDhl :HTM \ 
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GROUP IIEETING November 28, 1938. 
9:30 A. M. 

Present: 

H.l.I .Jr : 

Gaston: 

H. ll , Jr: 

!Innes : 

B. 'l.Jr: 

Banes: 

Gaston: 

Oliphant : 

H.M.Jr: 

Oliphant: 

l(r. Oliphant 
llr. Gaston 
Mr. Haas 
llr . Hanes 
1lr . Taylor 
llr . Gibbons 
J.lr . Duffield 
J.lr. White 
Mr. Lochhead 
ltr. tlcReynolds 
llrs. Klotz 

The climate here isn• t much better than the one 
down in the country. 

I thought that the Trans-America t hing went off 
very quietly . 

Very. 

You haven•t heard anything more, have you? 

No sir, I haven ' t heard a thing since Saturday 
afternoon. The papers didn't do very much damage 
to it. 

If I had to do it again, I ' d do the same thing. 

Thanks. 

I notice .Gianinni says it i s a plot to discredit 
him; he says it very mildly. 

I thought the Vice President 's answer was best; 
he said it is a misunderstanding about the book­
keeping and accounting problems . 

Herman? 

I want to go over this material I sent to the 
term whenever you a.re ready, today. 
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R.ll. Jr: 

Gibbon:~ : 

H.U.Jr : 

Oliphant : 

R. \I . Jr: 

Oliphant : 

ll .JJ . Jr : 

Oliphant: 

H. '.l . Jr : 

Oliphant: 

H.rJ .Jr: 

Oliphant: 

R. \I . Jr: 

Oliphant: 

R.M.Jr : 

Oliphant: 

R.&I.Jr: 

Oliphant: 

- 2 -

., ,. ,. 

C6 

Well , I 111 tell you people now, at ten thirty 
I 111 go over t his t hing . It has to do w1 th this 
stuff on German countervailing duties, so you 
(Mr . Oliphant) , Taylor, Steve Gibbons, White , be 
back here a t ten thirty, and we'll tear it down. 
Ten thirty . 

Want Johnson, too? 

No. No, it•s all prepared . I want you to know 
it 's just .. .. 

I'll be in. 

it wasn•t quite in order to go down. I mea.n, 
ther e is no accompanying letter to the Pr esident . 

By the rray , that carbon was sent along merely to 
sho11 you everybody initialed it. 

But there is no other carbon t o send to the President. 

May I see it? 

You want to bet firs t? 

No . I know somebody never makes a mistake . 

What 's that? You never make a mis t ake? 

No, I never ~aid I never make a mistake. 

Li sten, boy, I went over that three times . I 111 
catch you. You didn't t ake it for t he whole offi ce? 

Oh no. I t isn•t mine, but my responsibility . 

(Hands Ur . Oliphant papers .) I think it• s all 
there - all you sent me . If you are coming back, 
if you have time at ten thir ty , I ' d like to write 
a letter to the President - "Uy dear Ur . President: " 
Just the way you sent it to me . 

I have already dictated that , this morning. 

Fine. Anything else? 

(Nods "No. ") 
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!l , IJ. Jr : 

Gaston: 

H.:&.Jr: 

Gnston: 

H. l .Jr: 

Gaston: 

H. \I . Jr: 

Gr. ston: 

1!. 'A. Jr : 

Duffield: 

H.!t.Jr : 

Gas ton: 

- 3 -

Herbert? 

, , 

Uiss Paxton, of the Bachrach Studios t elephoned 
a while a go and said that JH , Bachrach is in 
t own and would like to get a pict ure of you for 
his files . He has a picture of all the other 
Cabinet members . He doesn ' t want t o sell you any 
pi ctures but he wants to make a negati ve of you. 

87 

Well , he ' s out of luck. I don ' t want to fuss with 
it right now. 

Not no•.·, but some day, I think 1t would be a good 
idea to let him do it. 

l.tr . Goldsmith tells •Rhat your Dece:nber financing 
is ' going to be . 

What does it boil down to? 

He says pr obably seven fifty million of new money, , 
and we •ll pick up the March notes . 

All right. You people, in confidence, know that 
t he Pr esident signed that Executive Order to 
Danny Bell , don't you- the one that was prepared 
by his Fiscal and Monetary Board? He signed it 
at once - no co~ent at al l - just signed the 
piece of paper . 

(To ~s . Klotz : ) Just ~et it and have it photo­
stated and send a copy to Eccles, and Frederic 
Delano, and one for Bell . 

I thought tl~t was interesting, and encouragin&· 

There i s t hat editorial I spoke to you about. 

Thanks . I also would be interested in what Gene 
Duffi el d ' s friend , Wilcox, sent out over t he week­
end i n his letter . 

Vle ' ll have to try it again somewher e . 

Anything el se? 

Ther e is quite a bit of favorable comment on this 
orga.nizat1on of this Fiscal and Economic Advisory 

Col:llllittee. 
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u.u . Jr: 

Gaston: 

II.'J. Jr: 

Hans : 

!!.':. Jr : 

Haas : 

n. ·~ . Jr : 

mute : 

?. . 'I . Jr : 

White : 

'! . A.Jr : 

Haas : 

a. 'J , Jr: 

Ro.as : 

, 

- 4-

They call it the Board, Ylhich is namel ess . 

Yeah. No, I haven• t any t hing else . 

Geor ge? 

ca 

I just have a few of these regular Uonday morning 
things . 

I 111 see you later on. I want to go over that 
latest public job with you. There was some rise 
in tho New York Times I.ndex, wasn ' t there? 

Wasn ' t there? That Bulletin is still standing -
whenever you f eex re~ted . 

I sent t he President a telegram yesterday, letting 
h1l:1 lcnow how much t he Timt:s Index was up. He •d 
asked me Saturday night, and I said I thought it 
was u9, but on account of the railroad business, 
I sent it later . I said it was up almost three 
points . On account of Thanksgiving and the rail­
road business, I sent it yesterday . 

You notice the absence of a lag of business and 
unem~loyment . Taking the statement made by the 
President, it seemed to be contrary to that . I 
wonder if some letter mi~ht r~t • •• • • 

In the Times? 

The editorial in t he NeVI York Times . 

But the Times was wrong. Uhy don ' t you ask Lubin 
to prepare a statement , and I ' ll send 1t dovm, in 
answer . 

Send it down to the President? 

Give me the statement and maybe we•ll do it t he 
way we did before . Let Gaston take it over to 
Krock and show it to him. The last ti.me we did 
it Krock corrected it. 

It wasn' t Krock makinb the s t atement. 

·, 

Regraded Uclassified



H.lf.Jr: 

!laBS : 

H.!.(.Jr : 

Haas : 

H .. i.Jr: 

Gas ton: 

H.l&.Jr: 

Haas: 

H.M.Jr: 

Gaston: 

H. 1.1.Jr: 

Klotz: 

!!.LI.Jr : 

Duffield: 

Taylor: 

B.li . Jr : 

., 
r ,• 

89 
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No, but he ' s on the Editorial Board. Get it; it 
was Friday or Saturday, answering the President. 
The President undoubtedly used t he thing. 

He used t he gener al thing on une~ployment . 

Yes, and, incidentally, in the one you sent me, 
that part that sai~ twenty-nine to date, t hat the 
n~er of eaployables increases at t he r ate or 
six hundred thousand a year, so we've got six 
~llion more e~ployables than before. Include 
that in that thing . I 1ve never seen that 
pointed out before. 

That i s based on figures . There i s some contro­
versy, but Lubin is willing to go along on it. 

Get that s tuff from Lubin to you, to Gaston, and 
Gaston to Krock and let him handle it . 

Unless Krock handl es it in the editorial I think 
we 'd better take it up with Charlie Moore. 

Let us be respectable about it, and see wha t they 
do with i t . Get it today', George. 

Yes sir, I ' l l do it right away . 

Thanks, Harry. But do it that way; don•t do it 
a t the race track. 

No. That all arouses controversy; you never can 
prove it . 

(To Urs . Klotz. ) Did you get it. 

I get it now. 

Race t r ack . 

Gene? 

Nothing. 

(Nods "Nothing .") 

Rave you fellows - somebody, in his vest pocket 
or something - got a memor andum on bow to put 

' 

Regraded Uclassified



Y,"hi te: 

'l. li.Jr : 

Taylor : 

H.JA.Jr : 

Oliphant: 

Taylor: 

H . ~t .Jr: 

Taylor: 

H.l.I . Jr : 

Taylor : 

Hanes : 

Gibbons: 

Wlli t e : 

Lochhead: 

., , ,• 

90 
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Brazil on its feet? 

Well , we had a memorandum prepared some time 
ago in which, I think ther e is the general outline 
of a proposal which would be considered, and if 
you wan-ted to move in that direction, then the 
next step necessary to do is much more comprehensive, 
and requires careful details in executing it, 
but I don•t think there is any merit in moving 
on it unless the general idea appeals to you. 

I don 't know what the general idee is. The 
Brazilian Ambassador asked to see me a t three 
o'clock. If I could see the memorandum maybe I 
could r ead it before then. Have you got ~ 
memorandum? 

I •ve got the one that Harry ' s talking about. 

Well , l et me have what is i n t he shop. Have you 
got one? 

No; I have a compos ite one t hat Harry and I 
worked up, and I think that i s t he one Taylor has . 

Yes, that is t he one I have . 

Will you slip it to me . 

With a long string on i t so I can get it back f r om 
you. Frankly, I don't think it is in good enough 
shape so you should be t alking specificall y about 
it. 

Br in& it in at t en thirty when y;e do this other 
thing, and maybe we can take a look at it. 

Anything else? 

(Nods "No .") 

Nothing . 

No. 

tlothillg more . 

Sterling continues steadily at 4 .65. I was inter­
ested to see F.nglard is carrying out their i dea or 

\ 
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H.M.Jr: 

l!anes : 

H.U.Jr: 

!!anes : 

H.M.Jr: 

- 7 -

shipping over gold to meet that short position 
they had in December. Instead of extending 
their short position, they apparently are going 

91 

to call for extensions . They are shipping seventy­
five million - mostly from france; some from 
the Argentine. 

Well, Bev:ley i s coming in at eleven, so 1f 
you vdll be her e , Harry, Taylor, and listen. Yoa 
•;ant to listen? 

I'd like to. 

Would you like to listen? 

{Nods "Yes . ") 

lolac? 

McReynolds: Nothing. I have nothing. 

H.M.Jr : If Mac, Gaston, end Oliphant could stay, please. 
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November 28, 1Q38. 
10:01 a . m. 

92 

HJ,IJr: Hello. 

Operator: Mr. J aokeon. Go ahead. 

HKJr: Hello. 
Robert 
Jackson: Yes. Good morning. 

Hl&Jr: 

J: 

HUJr: 

J : 

HW'r: 

J: 

HliJr: 

J: 

HUJr: 

J: 

I!!.!Jr: 

J: 

HUJr: 

How are you? 

Very well thMk you and you? 

All right. Are you alone? 

Yes. 

Bob, get hold of a copy or the New York Timee and read 

the story about Father Coughlin, and then will you go 

over, I don ' t know, it goee over to page 6 or 8 and 
talks about the Ameri can Secret Service, eee? Hello. 

Yes. 
• • 

Now I've had Chief Wilson in, and he has made a qu1ok 

aurve.r and he ie ninety- nine per oent eure that the 
work that Father Coughlin ie r eferr ing to ie not done 

by t he United States Beoret Service - hello . 

Yes. 

He thinks, but he doesn ' t know that t here waa an 

organization called the American Pr otective League 
which was sort of a volunteer arm ot Just1oe at 

that tillS, eee? 

Yes. 

Now I've sent 
per oent sure 
but or course 
eee7 

Yea. 

out t o aee Chief Koran to make a thousand 
whether it wae or was not in the Treasury, 

at tour o 'clock I ' m going to be asked, 

And Wileen, Cb1et Wilson ie coming back at t welve to 

tell me, but he ' e talked t o the- all the old men and 

he ea.ra he ' e ninety per oent aura that it'• not 

Treasury - hello . 
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l{l.!Jr: 

J: 

I!UJr: 

J: 

HliJr: 

J: 

HliJr: 

J: 

HliJr: 

- a -

Yea. 

., , 

I thought you might be looking into it on your own. 

Yea, I'll do that. 

93 

Because if - and ~ offhand thought wae that if I find 
that we bad nothing to do with it I'd aillply •BJ that 
I've asked both Chief Wileon and the foraer Chief Koran, 
and no such investigation wae ever aade by the United 
States Secret Service. See? - Hello. 

Yee. 

But then they naturally would be running onr t.o your 
ehop. 

Yea. 

And - ab - I'd like your advice. 

Yes. Well I'll get - I'll get the paper and look 1t 
up right away. 

I ' d like your advice. 

J : All right. I'll call you back. 

HliJr: I thank you. 

J: Right . Goodbye. 
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November 28, 19~8 

10::50 am 

Present: 

Mr. Oliphant 
Jlr, Taylor 
Mr. Gibbon& 
Dr. White 

Mr. Oliphant: I have here a complete set, 
Just ae it is to go to the President. 

HM ,Jr: But not as it went to me. 

Kr• Oliphant: Well, there wae a ribbon copy 
ot your letter to Hull which would have gone to the 

President, but there wasn ' t a copy of your letter 
t o the President Which would have gone to Hull. 

HII,Jr: o. K. As I told you, it there waa 
a question I would have sent it anyway, but I wanted 

an accompanying letter, because it goes all the way 
down to the President without an accompanying let ter. 

~· Oliphant: The onlY changea I made were 
two. ~u suggested in Hull's letter (which is be­
ing retyped) I sa1d we were enclosing a copy of your 
letter to the President. And t hen t he oth~r change 
is that in the letter to the President I start out 
by enumerating t he documents attached. 

HM.Jr: (reading Memorandum tor the Presi-
dent. ) No place tor my signature. 

11r: ··Ol-iphant: It' e a memorandum. 

RK.Jr: (S igned the memorandua) 

HM.Jr: Now, are there any changes in thht 

Mr· 011phpnt: No , except Just two things. 
I put the liet at the head and in the letter to Hull 
I am saying I aa inclosing a copy ot your l etter to 
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the President, the thing you Juat read. 

RK.Jr: A oopy of th1e to Hull? 

Mr. 01\thant: You want Hull to have a cop)" 
of what you to d the Pres ident . 

HM,Jr: lbere'a the letter to Hull? 

Mr. Olipbfnt: Next to the bottom. Now Juet 
read that paragraph. 

RK,Jr: (Reading aloud) 1 Aa rou etate, the 
question whether the procedure• deecr1bed in the 
memorandum attached to my letter of October 31, 
1938 , constitute a bounty or grant within the mean­
ing of Section 303 ot the Tar1!t Act of 1930 ia a 
queation !or determination by the appropriate legal 
authorities. In line with your euggeation and ae 
I did in 1936, I am, before acting, bringing the 
matter to the President's attention and suggesting 
he conaider whether he desires to place the legal 
questions involved before the Attorne1 General . A 
copy ot my let ter to him ia enclosed. 

That's all right . Ie thie the one I Bignl 

Mr. Oliphant: Yea, that'• all right. 

HM~r: Now, my thought waa write on this, 
Just long nd on the memorandum • • •• 

Mr• Oliph&nt: Juat take a piece ot paper. 

HK.Jr: Juet say, ' I hope you will drew tbla 
to the Attorney General .' Stick it underneath. 
Simply say, ' I sincerely hope that you find it poa­
sible to refer this to t he Attorney General.' 

Mr· Oliphant: 'I hope you will find it deeir­
able. 1 

..&a: 1 I aincerely' . (Writing on bls card: 
1 Ishs~~will find it possible to refer tbla 
question to the Attorney General . 1 • 

Kr• Oliphant: O. I. 
do it. 

That's the way I would 

9S 
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HX,Jt: Oliphant will prepare all th1a and 
will giTe i to JU.ae Ohaunoey and it will go down 
in the pouoh tonight and the letter to Hull will 
be delivered b)' hand, Shouldn' t thil be addreaaed 
to the Ac t ing Secretary ot State? 

I;• Oliphant: It will be handled b)' the 
Aoting ~oretar)' . 

!!r. Gibbon•: We a l waye eend 1t that wa1 
when Cordell ia•ar· 

HK,Jr: Anybody got a queat18nl 

!!r. Taylor: lfhat are you going to dol Taolr. 
that on 10 it won't ge t . loetl 

HK.Jr: Juat put it on with a olip. 

oOo-oOo 
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Novedlor 28 , 1938 • 

., • .., llr. a..nt&J7t 

I llaft 70ur reJI11' of lotC Ml' 19, 19,., t.o ., le\t.ol' ot 

Ootoller )1, 19:38, wl\b rupeo\ w pnet.la .. 1a -•Uoa wl\b u­

pon• troa O.l!IIIIIV t.o \be llait.ocll St.ot.• inlll.nac eU.1d1 .. \ba\ 

•- to reoauire \ba app1hat.loa ot ooat.l'ftlU., 411\1.. laldar 

Se.Uoa )0' ot \ba !aritr Ao\ or 19)0, 

I.e TO• 1\at., \ba q••ut.loa *"-" U. proeeclltr .. 4 .. ertbecl 

1a U. •H...t• a\t.Obecl W ., 1a\t.or or Gnober )11 19)8, toaeU-

\IIW a lloat;r or craa\ wl\bl.D U. MUJ.ac ot S.ot.loa )0' or tbe !arltr \ 

u\ ot 19)0 11 a q••Uoa t or 4at.ra1Aat.l.oa bT \ he approprla t. laral 

011\llorlt.ta•, Ia l1aa wUh T OIII' .,....uoa Uld u I 414 la 19,6, I aa, 

lletora aot.tac, llrr1Jif1JII tile -\t.or to \ba Prea14ed'• atW.\ioa .., 

,..,.,Uac be -14ar wlla\ber lie 4ee!ree \o place \ha 1el&l q..U-

18'folncl llatore U.. .t.\toraq O..nl. .l eDJ"T or ., 1ett.or to h1a 11 

•olo•a4, 

I • •- or \be 18POn&aoe or the ooo•lcleret.l.otae ot pollt~T 

ntarract to a 70111' lett.r, "-'• I blow TOU 'fill .,,... wl\lt. • tile\, 

t.M local ct.Uw or \lla a..nt.rJ or u. ,........,. a tllle •tt.or ha'fiac 

..... det.oralMd, I aa 110\ a\ u-..v w tiera .... N \lola tor rw•- ot 

polltiT or -ww1-. t11a relllllt.o ot 70V ls;:wt t•e tllftller ,_., 

ot tlta ~-\1- ot pollt~T ,._. o.UU. will, I aa ...,., M _. 

Uetul 1a otllar -u-, Uld I apprealat. TOV rcpcw to_. 

\Ilea •-u&llle t.o •• 
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It Mt&a .._ ...... ., Ia .. , J ' I .. M ---.,, 

I,.._,.. • '"'1Wtl• .. ,.._ J. til• tla\... ut .... 

.. --.. .. .... ... .. Ia ....... .,... ......... __ .. , 

• uun' ,• v •• ·a -.,..."'-iii • u-

... , pk't 

• $,,.,.... 
(S1goe4) a. Mor,..shau, 1r, ..... , ., 

"- ....,...., ~ ._ tuu r' ' et ..... 

Jl>oloeure 
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llov .. be r 28 , 1938, 

I gornpNHtt 

:a.. ., 1nter ~ ou•• a:a., 11• • t11e Ia••••• 

•• 

~ lkte, wta "*iu I_, c ... ~~a., 
aJ..ce ....._.., bticctua .. , .-lde&a• ..­

~-... Jd• 1a _.... .. -- ._. .. ,.. 
._., • tlla vu, .. etatcc *!a .....,.. 
c,U.ctlcc at _.-ut.ac ldlcc • 

a. 111J .-.J.T at ••••• •• 1 .. te •-akl7 
all'• lot .. r, _. tt.acl1T 

Ia "''-tlcc ~ aa t*"-lllco ~ lCitMr .., .. qrU U 0 

l tM, I ....,_ .. ,.. act 1 M• ~- • c ~ PM&Idcc &1~ 

cetlce at til• lllfee1Ucc ot -•-uu.. .. uae cc •.tela s..eru 

,_ e-, .,.. leoticc 101 o"f aa lanff Aft at :a.t•. Ycc d.ll 

J'MCll *' ,.. ............. ---- ..... , ....... raJ. ,. .... 

•Plaice, .,. **' cc z .. a, u•, -. _...,..... 1a * ftllllc til 

... O..I'Cl Ooccecl tw ... ~~'oc--r ._,.,..., ...... h'cutii'J 

DMllllcc lftJ II .. te ~· l c .... - UotctM ~tile ~· ~ 
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lcotlcc 101 et •• lcnff .a..t ~ :a. .. , _. .. , it• ,._ - ..,...,na .. 

• • VI'7 oct ........ til tllet ---.. 

I- IMft ~· • r.r It' ,....._. c- ft'11...,. IMU&cc 

ll.UC .. , .. til ........... til ........ u....u.• .. Mftlla 

illpute taa I F I -- lootlcc - til ae t'vl.ff Aft ~ 1~ 

llle .. _.;a. a..tcl M ao ft' j I 5 I 9 1 IJJU ...... •u 

. • 
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-·· 
...... l - ....... -· fill ......... ~"--~: .... .. 

atidlo lw I - bellao &Jipaft .. late tM ta.it .. n.taa Ia -

..... ,. •a •• , ... u---... '-IW ue .u~ ta .._._ 

'ftUlaC •u .. _.. leftioa •• 

ftlla ... u •• , .... u -u, .................... . 

r:a n .. or th -.u-aa• a4 fill "' fMtl - ~- •• 1 • 

•tt•fl .. uat • •n 1a .. au-•" ta •• ~--at •• _._ 
wlllac .. u ......... l _.,." ... •tJ-... - •• '"""'-

.. ..-., tt tftlla •• •"- ta ,_ ett.tt• t eton Mtiaa. plftl-

lulT ..... ........., -.110 Ia e loUer .. , ........ l.t, 1ne. MJIII' \ 

.r •t• l• ...... 11aa _._.. -u -tt•-u .. at ..U• 

.... .,w ,.,., tile . , .. tea at ••• , .. ...., ..... 1 ... ~ 

w- ""'- .. ta11a aa •• liM -

(Slgoed ) H. ~rgenthau, :Tr. 

lite lUte ..... 

Mh' '' 
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Noumber 28, 1938. 

$'" •• ,,,, 

I •"-'*._ ..... , 
l .... let""., 0 ...... ll, 1tle .. , .......... ., 

at tkto, Ill~ tllllell I _, a ua at lew, 

•• 

&1M nt .... , iatiMUac .. t ~'loo aft 

lletac .U• la I a1 UtlM Ill* ---- ha 

• ., • •• 'Oalt• It&- 11111a ....,.u.e 
a»UoaU• at -'anullaa tnl-

a. ., npl7 at ........ M, l iM ta a.,....,. 
lhlll'• l .. hr, _. tlaall7 

•• In,.... !'a 1 J DMlal•• 

1a ..,,_"• at •• t-.aa. liT atter ._. .. A~rU a, 

1111, I .nu•,.. *"'I •• "'- • • heaa.,. Deauloa 11~ 

... , .. ot tu "-""'• ot -'-'lllo& •ts .. • o.-.atn np.ru 

,_ G-., -- a.tl• M1 at tllo !'uttt Aot at ltMo Tw lllU 

ftOa1l t-.t,.. Nhll',.. ~ •tt• ta ~ .&t-.nar ._ftl tor • 

oplalM, ...... • I-. 1 0 1,., a. ...,...... la .... ftlt.& at 

"- Geaoroal. 0...~ ,.. ~· ...... 17 lloputMat tllot ......... ""' 

-
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l>oollha ,..,.... • llo , • ..,.. wu U.._... liT ta. ~· at 

'-'1• 101 at tllo !'uLtt .ton ot 11101 _. aat l\e tea- .,..)ll'lato 

.. O&l'l'f R\ ~0 ..U\o at tut ---· 

I-~...,_ ... tn .. ..._ • ..,.a -ft•••l'1 IMUl• 

11~ •Uoo at tu S.,.ltl• at -'-'UIIC ..U.o • -Ula 

• ""· ,_ •••• _.,: --........ at •• llu&ft ... ., lJII. 
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........ 1 • att·••• • •• ., • ,.,... " aq -..aa-. 
t 1*• -· a ---- el a. I HI :al .... al -Cle4f'll ... , 
,, 

MiaW..__ Seflec t J II't.e tat. tM-Wftatee ta­

..... ,. •• • • ••••u- tuN&a ._..,..--~ ..... _ 

ftlltaa eatlsc •• .... l oa -. 

hla .... .._, ,.. wUl naU, -.a .. U-•U• ia _, a, 

10 91.,. • t lts "'I~• ... fill no , .... - ..,_ •• 1 • 
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MUstl .. Qd • • " to • :alt-tf.n tc •• ....... at as ..... _ 

M l taJ eatlw, ••nw, I ._..._ it IIIr ... , u • as .-s-
CMCClw, t. ..U. as •"- t. ,_ c"-tla Mnln set1a&o pUU­

lulJ duo •••nkfF 8IIll, ta a lfttcr .. _. -...... lt, U.. caw 

at *1* b aclc ... , ~· _u_.. --..1 -•••-u- at ..U• 
- .&OIW tllat tlla Cf lal- Of ... .lttc...., ...... 1 .... ~ 
kt_ ... .__ ....... __ l __ 

( Sig~>ed) B. :.:orgOD\bau, 1r, 

Mt·s ,, 
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. ... , t.hJ"UUoa ..UC w ~· YI'MIU7 ~· 
~ ~atlU.• r.•a.rura , la41eatlq ~at praetlaN ta -
.... u oa with upon• twa 1)4'=MJ w t111 Vla1ta4 ... , .. tnoln 
•1>a141., tllet reql&!M '-111 applhattoa of -tU'ft.Ul,.. •ttN 

u4er ... uoa 101 ot the 'ra.rltt A.a\ ot ltiO (v.s.c. ttU• ll, 

.... 1101) Ju.• la4 tho 'rrea8UJ ~· t o laql&!M law 
ourat proo-..ea ... -Sa• the 'llllole Mtter. 

!II• pre••• .-... or lhl• -uatloa 1a an tonll la 
'-II• •elo...S ,._,......_, atoll 1• a'-1Ua4 w 7001 at tlli• ttae 
t or &111 -•• :row...,. ..... w aalle . 

y_,. tralT J'OIU'I 0 

(llpe4) •• Mo.ra•tllla, 1r. 

(CIIftt 
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uoo , tllo lafei'MU.• of n""-Ual _._ et IIIIIIF ..._ ,_ 

..... 1ato •• 111111t .......... - .. "n-... tllloqk , ... 

... ,. ot -•aU .. •knv- arn.c-••· ,_. -rtal t•ftnl 

ot ell taa ... unaa-h u .. , toMb u IJMlal Clrw.lu •· ut, 

1uoaiCI 1>7 tllo uatt .. l totoo Depe--t ot c-.. oa lal7 11, lta, 

u4 otller rallalllo 1atoaaU.oa l>otore tllo 1'1'MA"7 ~'• aret 

(1) tllo proo,..un Jaort ... ~ner ot aaozon-

ph ""-7•" .,.. ot a llaU .. ~or ot tla4e ot -n·n 

Ueo loot- or ooppu 1a Mot, It •• oll, •-1 tor 

dolluo a t t llo wrl4 prtoo. tile kb.4 or - rollaM1M to 

llo .. 1111UICI 1ato 0....., tor tllo P'U'JOH ot tllo ""-rtv­

••• lao_,, ...... !oF tllo o- ~n -trol wtllo1'1Uoe, 

=• •• Qpi'Oftl 1e nriotlr 111111tiCI to a .... "7 ,_ ltiau 

ot poda. 

(I) tile -M"ae•IM 1e elllpp .. lato Ooaaer, 11artaa 

tllerototon Moe oel4 to • .......,.. fOU'OIIeoor tor boo -• 

(*lola, •• ...-r• kl-, oro 11noUotal7 ~ .. 1 et o 

prtoe alletoeUallr lalpn t11ao tllo- ..U...U•t ot tll4 

total ooet to tllo .......... it ~ out le oaloalot .. ot 

t bo 41Vftftt otthlal nto ot cw"u_.. ftlo epM<t or 

1a -· 1a .... - ot .. ,.... la ""7 - ... 

JPI•• M lao po14 117 tllo o.- ... _. .. •n rooolft 
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106 

Regraded Uclassified



-·· 

, , 

,n ... .,...u ,, t11e •• .,_, ..u.1 .u.nu ... 

(It fte...U,.U_,.._..._.._. .. an.,.._ ... 
W H pd. laM .... ,~ -U ta 04TIM -=to, ..._., 

aa -Uoae4 aNn, _.,. an III.U ae ~ ... OJ' -u.llet 

~~~au tor \lll.a .. _, ot ~· pn.,..un ......n- U.,.n• 

-uoae4 .-.... 

C•t a.-.r \bo tolllall1111te\loae ~ ~· .... ot 

aala -t..Uet twa4a 'IIJ ~•• AIUJ't. ... •••• M7 u, ~ar 

011!7 ,....aua->. ua 1a 1a -=• tor o- &Mt• w H 

Mlppe4 to ~· Ualt..S natoa. fte kiad• or_...., tor 

lllllloll aell ~'..,. '• .... an ro1tlin..S t o t~ao• 

.. , """ u 4ote1l ta 1 111t ,.~ou ..... 111 ~· o.­

a-....1 _,ftol n\llloli\1 .. oa lw.lr 11, ltl8. lnl ... et 

tra W• lln ..,.., u ....,U• 

(It AJ'tlela1 ... -utha b llllllell a.-a, 

lllu • 'f't.7tM1 1• -.UO'Ml 110aopel7 w •oil ateat 

\bot naP «QQrt at ~· eureat Up o.-

.,sa .. nqain..., aNti-.... 

I II) GoeU of llllllala \ ll.aro 11 • Mor\ecO 

la 11-.r 10 \lll.a\ ~r _,.n 11 80\ ,..,. ... 

'IIJ ~· 1«01 0oYW \, 

I •I ooot1 ...,..- ot to"'- •-.tala to 

_.. 1 laJ'ao ...... tile\ tiiiA1' ...... 11 Mjlotlnt'tJI 

to ~. aa-- ..,,. nt llun• of tile tn&a • 
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o.-.r•• tom.. 'eJnno Wid.- woaU ruul\ ,_ 

t~w JNl"'bao• ot u.. •wl'lw .... 1a Ulelr __,....,., 

1C8 

n.. aot I'Mult ot \M elloft ~'ed ~~PW'- wouU- to 'e 

tb&t, to \lloao IIIIo aftil \beooHboo ot it, U. paat ot a ftlable 

pri'tl.les• h babe beotooecl .., the o.- ao .. _, ia ..... .uoa 

wi\b t.be exporto\ioa ~ Clehi&JO' to U. IJIUW Stew ot U. M1HW 

ldodo ot ,.....,budJ. .. •-raw 1• the a'boYo -u...- U.t. It .,.. 

pear• that, liT rootric\ioc laporte, t1z1q 1aport prieoo, rocule\ioc 

t b& H t.bod ot pq1ac t or laporte, aad ..trollbc tbe d1opoli\ioa ot 

tba prooeedo ot pqM~~t, tbe "'IUlotorr 171tea ot tbe GeiWAil ao .. ~ 

-t bu prorlW a - wlluobJ r 111\ioo (oottoa aad oopper) 

alll.tablo tor.._ p.rpooo 11&7 be ,..., oo a apeo1al Md1ua or oxeMap 

tor ooaftrtillC dollaro 1ato ....U oa tbe bull ot aD ......... pro.la 

ot Mrta, oa ooadi\loa \bat tbe total ll&l'llo rooohod, 1-.l....UC U. 

prea1a1 bo ueed tor U. pvobouo ot tho U1ted 1ood1 to be oxporW 

t rca O.ft&ll7 to u. lla1 tec1 8\e teo, 

Tile purpGHo ... ....SOrl71al .. ,.... ot tbe rotul•torr -r•'-.,.... 

to be iaootarlal, It U. raoul\ or tbe 171\la 11 to lleHtU u porte 

ia u ...,,.t wb.lob 11&7 'e de\era1alf or .. u-w ... 1a o..U _,. 

that tba &oocle 11&7 bo oold to tbor lla1 tec1 I tatoo tol' lo11 \Mil woaU 

otbarabo bo J10Nilllo1 1t - oloal' \bort \Ioera lo a ""•V Ol' ,.._, 

•1 w .a tJ>o -Iliac ot ov -\onll1.UJII nv ~. n. t•'- ot 

tbo 171\oo elll.ob li" to u. Arroft- l.rlpol'\el' ....w.ia\7 Ill to tM 

Proaia raw at ob1oll b11 dolla,.. olllbe -..w late .utili lt' U. 

... ot oottoa OJ' ooppol' oo aa llltei'Md1o\e ... .,.c1al ..tl• ot 
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ez•au .. , _. .-.. , .. ._ *lu I'WUiat U.a ... ot u.e • .,, ... 

_,. ,_ .... ot U.o ...._., t.......Uoa, w.lt - to .-1Ma a 

-oluioa tllat tao pr.l- ..... te4 ill tlla tom ot Mltlo to M ..,. 

tllr p-tille -.rt• 1e a potU oa tao Palo ot \llo Mttea u .,,_ 

1a Oe- "7 no .IIPPrlMA ialportar, ratllar \Me a •"ot~ • U.o 

u,ort of a- ..... . 

llaoo u.e UMl ... OftiiiOJ'7 re•••U ot tho .,-n• la lh a.nat 

operatlOR - to M tao ,.,._, or "-•~ ot • Mut7 or .,_, 

apoe \lot upon ot o.- aa...u.u .. 1e tllo fora or u ao0111'e4 -

1a ..So tor tao o- nportor 1P aUU1oe to tao oquftloat ot \M 
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1• .. •-• aaao "7 no •art- 1a10nar 1a '-•ttoaa tlroote4 oo11117 \ 

to ..,.., tor U.o o- .,..,, u ~4 - olou t llot aoll ..... 

'*!ell aro taUa\lo _. ... u.o ~ultt .lot ot 19110 are ••Jan to ooah:r-

ftU1 ........ ._.... -uoa 101 ot taat .lot (o. s .o., uuo u, -· 1101) 

1a tllo -t ot \lla fr.l-. l!!!!l! y, !!aUe4 Stat ... (1901) llf V.I. 

411; lloMha •· l!aU!f I!!'"• (1119) U9 !!.&. 141 (ltM) • o, • .Att7. 

o. .... 

Typed ll/2S' 36 

lld:cop1e4 11/ae; ae 
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NoveJrber 28 , 1958 

., ..... llr, .........,.. 

I .,...,. ,....,. npq ~ loo hr 19, 19JI, te ., ~,._, ~ 

Octo'Mr )1, 19,., wi\ll rea~o\ w lllftO\l- 1a 1 e\loa toitaa -

porte rroa a.....,. te \M 1la1 W tl\otae lawln., _.ldlN ta.\ 

10• to I"'OIU1ft tiM &ppll•t.loa ot eo8tel'ft1llJic hUN .... 

s..eu .. )0' of tiM Tui.ff Ae\ of 19)0, 

u 7 .. etat.e, tiM q•aUoa ...,,._, tiM pnoad.,_ doHriW 

1JI tiM uaa?Adw a\taobaCJ to ., la\ter of Oric>Mr 31, 19,., -u­
\oata a ••v or crut wi\ld.a tiM -t., of tlaet.l<a m ~ tiM !llrltt 

.let or 19)0 la a q•eUoa f or cle\ll'lliaa\1 .. 'r the awreprt.at.e l.opl 

au~l'lt.lH, Ia u .. nn,...... ..,...uoa ..... I did 1a 1936, I ., 

Mtora eou.,, ~ tiM •tt.er to tiM Pnll ... t'a a\W.tt• ... 

ncce•taa "" -lcler .-tber • daeii'N to plaM the 1aca1 •••U-
1a'I'01.,.. •ton tiM .l\to~ a-nl, A ec>pJ' of rq latter to h1a lo 

... loeod. 

I • ._ of ta. 1.-pona- ~ tiM -ue"u- ot poll., 

reterracl to 1a ,._ l o\t.er, '1111\, I a... 7"" will qrao toi\ll • tM\0 

tbe lepl ... u .. ot '"" a.-tu)' of U. ,....._,. la \hlo •\ter """"-­

beea clatanlMI, I aa ao\ a\ UMI'tr to l:lN'IIPJ'il UaM tor roM aM ot 

poll., or~-. n. I'NQ.lu ot ,_ lo:,u1 ••• ten ,..., 

ot '"" q-tt- of poll• 1'" ,.,._ .ul, l • -• .. _. 

uetlal la otber -• eu-, .., I Lh u hw JOW papau .. _. 

,. •w.Ualll'... .. -· 
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PARA.PHRA.S:B ----------
A oontidential telegraa (No. 5&Q) ot November 28, 

1938, trom the American Ambassador at Chungking reada 

substantially a s tollows: 

In November (trom the third to the twentieth) ot 

117 

this year an American engineer made a surny ot the 

Yunnan-Burma highway and recently prepared a confidential 

report in regard to this surTey. This report was prepared 

for the Central Airoratt Manufacturing Company Federal 

Incorporated United States or America. This company is 

sai d to have under consideration the building, With cer­

tain financial a ssistance rrom the Chinese Government, 

or a large airplane assembly r ectory in Yunnan proTince 

close by the city or Bhamo and adjacent to the Burma 

border. A member or the Embassy statt has just been 

allowed to read a copy ot the report in whiob is set 

torth the following: 

Although doubt waa expressed with regard to the 

usetulnese or the section between Yunnantu and Talitu 

during the rainy season due to the inadequacy or bard 

surtaoing, the bridge s and road bed i n thie aeotion wer e 

round to be well built and in a condition suitable tor 

heavy tratric it it ware slow. The road ie in many plac­

es narrow and tor long atretches 1s auitable only tor 

one way trattio in the section tram Talitu to the Salween 

RiTer and, as the eurTeyor traTeled westward , the ooDdi-

tion 

• 
' 
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tion ot the highWil:r aDd the quali t:r ot the oonetruotion ...:!..,tj 

work in this seotion were f ound to grow poorer and poorer. 

Three or tour months more work will be needed to CO=Plete 

tbe permanent bridges (which are strone and large) in the 

Tal1tu- Salween Ri~er section; the grades are so steep and 

tbe curves are eo &harp in many places as to malta heaYy 

truck tratt1c dangerous, ~itticult and slow and, moat 

troublesome ot all, landslides take place at all seasons, 

especially durine the ~ainy season, in this section ot the 

road. Between Paoahan and the Salween River t he .Amar ioan 

engineer aet landslides trequentl:r and was able t o go on \ 

bia way only attar workmen had been obtained to clear away 

the debris. As a result of huge landslides which road 

engineers on the spot tholl8ht would require about ah: 

weeks to clear away, the American eneineer waa forced to 

turn back attar proceeding a abort distance to the west 

ot the Salween Ri~ar. It waa found tbat t he suspension 

bridge over the Salween Ri~er could bear only a two-ton 

load altho\l8h the aame kind of bridge over the Kakone 

River was f ound to be aatistactory aDI1 to han a ten-~ 

capacity. The bridge o~er the Salween coult be streng-

t hened by the installation ot new eablea to a satisfactory 

capacit:r and it was estiaated that a period o.t aix montha 

would be required tor thia work. In oonoluaion the report 

stated that, considering the amazine dittioultiea ot the 

terra!Jl 
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terrain, the building or the road was a wonderful piece 

or engineering work but the rtew -s expreseed that woh 

Unpr ovement s as widening, straightening or curves, re-

duction or gradee, hard surtaoing, aDd especially pr even-

tion or l andslides which are likely to block the road tor 

long periods or time, especially in the r ainy aeason, 

were needed. In or der to oo~lete the r oad tor uae by 

general trattio it was t hought that tour or rive more 

months or intensive work would be needed. Doubt -• ex-

pre ssed whether the road oould be made use or by the 

Chi nese authorities especially bet ore the torthcomillg 

rai ns were over . 

According to information received by the Ambaeeador, 

the Chi nese National Government has under a ctive coneid­

eretion the desirability or taking over direct control 

ot the Yunnan-Burma road with the idea or increasing ita 

efficiency. Although the National Government hae sup-

plied tunda tor the buUdi11g or the road the Yunnan pro­

vincial authorities have had charge or t he work. Now it 

appears that atter January 1 or next year the National 

GoverDIIIent wUl have superrtaion or this road. 

893.154/22'1 
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Indted llo.ellber ge . 1g39 f or a 1upper •eu~ u 
~ne:uoct~...-. home on KOnda)' 1Yin1~, loYellber 28, 1831 

Ur. George B. Roberta, 
nee Preo1dent , 
National Ci t y Bank of New Totk. 

l.tr. r. Lealie ~ord, 
Oanar&l l!otora Corporation. 

lolr. Walter Liehtenatein, 
Vice Preddent, 
Jirat !!at1onal 3a.nk o! Chicaco. 

llr. Ref;nar D. !laesa, 
Vice Prea1dent, 
Tri-Cont1nental Corporation. 

llr. Seyoour L. Andrew, 
Ch1e! St&tiat1c1an, 
Anoriean Telephone and Telecraph Co. 

Dr. 11, L. Crum, 
Harvard Un1Tera1tr. 
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Uembers of Industr i al Committee o ! • 

Nati onal Resources Committee 

~Mr . Thomas C. Blaisdell, Jr . - Director, Monopoly Study, Securities and Exchange Commission. 

or. Mordecai Ezekiel - Economic Adviser to the Secretary of 
Agriculture . 

Mr . Leon Henderson - Executive Secretary, Temporary Economic 
Committee, Federal Tr ade Commission . 

L'r . Lauchl1n B. Currie - Assistant Di rector, Div. of Research 
and Stati s tics, Board of Governors , 
Federal Reserve System. 

1
{ l.lr . Charles W. Eliot, 2nd - Executive Officer, National 

Resources Com • 

. I Dr . Isador Lubin - Commiss ioner of Labor Statistics, 
Department of Labor . 

;~ Dr . Gardiner c. Means - Director , Industrial Section, N. R. C. 

~Dr . Marry D. Whi te - Director of Monetary Research 

Dinner l.londay night, 7:30 - business suit. 

!!ovcmber 28, 1938 . 

\ 
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Hello 

Good aorn1J:18. 

How are youf 

WoYember 38, 1Q38. 
11:01 a .a. 

I oan tell you eoaethtng of the hietor;y of that 
Aaer1oan ProteotiYe League. 

Uh- huh. 

That you may want to haYe ~he background on. 

Pleeee. 

I get it froa the Attorney General'• hietor;y of the 
Department of Juetioe. Are you faa111ar with tha~ 
boo ItT 

No, I'• not. 

Entitled •Federal Juet1oe• . The Attorney General 
and Carl llaoFarlane wrote 1t. 

Pardon ae. 

The Attorney General and Carl lllaoFarlane. 

Oh, yea . 

Wrote it, and the etor.r h ginn 1n pagee 420 t o about 
425 . 

I .. e. 

And I ' ll tell ;you what it ea;re, briefly. 

Do. 

PriYate organization• with hundrede of thoueande of 
aeabere were eet ~ to inYeet1sate and report dieloyal 

aote aDd utteranoee . COIIPlainte of enn the aoet 
informal or confidential nature are alwa;ye welooae 
Gregory announced to Dietriot Attorney. Then John 
O' Brien teet1f1ed 1n Consr••• about that D1Y1eion, 
he wae the head of 1t -

' 

HW'r: Y••· 
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And he aa1d \hie, 1 Wo other one oauee contr1bu\ed eo 
auch to the oppreee1on ot innocent aen •• the e;yet .... t1o 
and 1Dd1eor1a1D&te aa1tation aa&1Det what ... cla1aed 
to be an all prevaeive 17etea ot Oeraan eepionaae. 
One unpleaeant tact cont1nuall7 1apreeeed on _, 
aeeooiatee and ~eelt ... the 1Deietent deeire ot a 
ve~ large na.ber ot hlghl;y intelligent aen and .oaen 
to becoae arae ot \he eecret eervice &Dd to devote 
their entire tiae to the patriotic purpoee ot pureu1ng 
epiee.• And then the eto~ ot the organization. 
The Depart.aent ot Juet1ce had eoae three hundred 
1Dveet1gatore eoatt.ered throughout the count.~. In 
addltlon lt relied heavil7 upon the eervicee ot a . 
volunteer organization known ae the American Proteotlve 
Leaaue. 

Uh-huh. 

Wh1oh had been organized earl7 ln 1g17 •ith the 
approval ot the Att.orne;y O.neral tor lntoraal , 
aeeietance in gathering evidence ot neutralit;y violatio e. 
It spread rapidl7. B;y the middle ot June it had 
branches in almoet elx hundred c1tiee in townBand a 
aembereh1p ot nearl7 one hundred thoueand. B;y }gl8 
the memberehip ran to eoae t.o hundred and t1tt7 
thoueand. 

11.1 goeh! 

It pertor11ed varied eervicee tor the Oovernaent 1D 
addition to reporting pertinent information ot value 
• hich came to lte attention. The American Protective 
Leaaue aade thou.eande ot 1nveat1gat1one regard1ng 
regietratione, the antecedent• and lo;yalt;y ot oivil 
emplo;yeee and applioante t or coam1eeione 1n the Reeerve 
Corpe and eo forth. Secret~ ot the Treae~ llc.t.doo 
propoeed to the Preeident the craation ot a B~tau ·ot 
intelligence 1n the Departaent. ot 8tat.e t.o coor41nat.e 
the war .orlt ot the Secret Service, and the Bureau ot 
Inveetigation ot t.he Departaent ot Juetice, and the 
Poetal Inepection Service. Gregor, wrote Preeident 
Wileen a polnt.ed repl7. Ke quoted et.atut.ee and de­
clared there had been no contueion except that the 
8eoret. Service had encroached upon the prerosativee 
ot the Bureau of Inveetlg&tion. MoAAoo eent to 
Gregor, a tour page letter in •hioh he regretted 
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that he could not reply at length concerning the 
inaccuracies in Gregory ' s letter. 

Yes. 

124 

He criticized the American Protective League and its 

badge and identification carde, bearing the worde 
•secret service Di vision• which naturally led to 
confusion with the Secret Servi ce of the Treasury 
Department. You eee that's right where your contusion 

is now. 

Uh-huh. 

Confusion that McAdoo called attention to. And then 

this quotes from McAdoo - "For seventy-five cents or 
a dollar• he wrote , •membership may be obtained 1n 

thi s volunteer organization and authority conferred 
with the approval or the Department of Justice to 

make investigations under the tit.le or Secret Service•. 

He insisted that the badges and carde be destroyed. 
1 You will recall', he said in closing, "that during 

the American revolut i on the volunteer organization 
committing great contueion, and so forth • . However, 
they didn't destroy them and Gregory replied with 

a long defense to the League, doubting that there 
was danger or contusion to the Secret Service, 
he nevertheless arranged that his literature and 
badges should be changed but declared nothing could 

be done about the badges already in private possessi on. 
He proposed that a new badge, stating that the League 
was cooperating with t he Department or Justice. The 

League members thought this too weak. 

Yes. 

In the denial of proper recognition. After several 
monthe auxiliary to the United States Department or 
Justice wae adopted. I th1nk that'e the story of the 

contusion right there. 

Well that - that page ie 420 to 257 

Yes. And if you haven't got it, -

Wby, we've got it. 

And can't get accees to it whY I have a copy here that I'll 

be glad to eend over to you. 
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- " -
No, that won't be neoeaeary. I think that'• the whole . 

anewer. 

I think Herman haa it probably, and -

Yea, I ' ll aek Berman. 

But it you have anJ difficulty I'll ­

What'• the title or the book? 

Federal Justice. 

Right. 

By OUIIlllillge and MacFarlane. And you can ue that they'd 
not only cause oontusion but that the Treaeur,y pointed 
out at the tlae that it would oause contusion. 

HUJr: Yes, LloAdoo evidently took a very strong poe1t1on. 

J: 

HUJr: 

J: 

HIUr: 

J: 

IIUJr: 

J: 

HUJr: 

J: 

Yes. He aensed the danger or it, ao I think you have 
a atronger background tor your etatement than you 
thought. 

Well , I a1ght even reter them to that book. 

Yes, I - I think that would give the whole etory, 

Yes. 

or the contusion or the thing. 

Well, I'• ever eo auoh obliged. 

Very weloome indeed. 

Thank you. 

Goodbye. 
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BoTeabar 38, ~38. 
12:~ p.a. 

l!l.fJr: Hello. 

Opera~or: Dr. Magill . 

I!IIJr : Hello. 

o: Oo ahead. 

HUJr: Hello . 
Ro e wall 
llaglll: Hello. 

HUJr: Hell o, Roe. 

II: Yea. 

I!UJr: You apeak a Spanish? 

U: (laugb~er) 

HUJr: How 1a your Spanish t oday? 

Ll: 

Jil&Jr: 

Ll: 

HllJr: 

II: 

HlJJr: 

Well, I - thie aakaa it woree. So .you 1ra 1Dteraeted 1n 
thie too, are you? 

Sumner Welles called aa up and ea;re, 1It you don't go 
down t here•- I don 't knOw what they call the~ drink 
Coca Cola and Bpanieh rua, but ~hey tell aa it ' • hot 
.~utt. 

(laughter) Wall I don' t euppoea t.ha~ I could haTe 
any ot it do you? 

Oh, they'll Just till you up. 

They will, eh. 

When aPe 'ycuaailing? 

1.1: Well I don • t know about thil thing Henry. Heanna 
and earth, I 1111 auppoead to be teaching achool, you 

HllJr: 

II: 

know. 

I know, but that'• just a euppoaition. 

Well, I bet Kra. Ilot& 11 1D the rooa. 
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Yea. 

... , 

Well, what do 7ou think about it anyw~7 

Well, I think you're rusty. 

Well I -

You've been teaching tor two months. 

I . can see your tine band in it, and I -

No, no, I wae out ot town. No, you're wrong, they 
jus t &eked tor the beat man 1n the United Statee 

and it was unanimous opinion it wae you. 

(laughter) Well, that's - that's very nice . 

Didn't you see those three girls that.wcn the Cuban 
beauty prize that landed in New York? 
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They didn't excite me much. (laughter) Well , what wae 

the - Sumner, what he eaid was - My - I said, "I didn't 
eee how I could get away and eo tortb 1 • He said, 

•well be thought that I could go down there and epend 

a week and come back and then go down again 1n the 

Christmas recese.• 

Sure, take the whole tamily with you and make the Cuban 

Government pay t or it. 

Do you think anything like that would work? 

I - ah - I wouldn't go unless they'd pay tor the whole 

tamily to go down there tor the holidaye. 

Well, I - that seems to be a sound plan. 

HUJr: It dose. All right on the t1tty-nine cent dollar. 

l.!: 

I!UJr: 

II: 

Are you - are you going - will you tl7 •e down there 

Henry? 

Listen, 1t you go down there , I ' ll see that they - they 

not only - that the Pan American tl1ea you down. 

Yea. 
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But that when you go down Chrietaae they'll pay the 

expenses t or your whole fami ly, 

well now what - nothing could be handeoaer than that 

could it? 

What? No, you want anything else? 

I - well I ' ll think, I don't know, but you're r eeling 

awfully good tor Uonday morning. 

well Sumner Welles eaid put the eorews on. 

He di d, eh! 

Yes, he wants this badly. 

What do you think about it Henry, eeriouely. Do you 

think I ought to do it? 

I think thie way. It' e a short thing and I thi nk that -. 

that they're really up against it down there , and we've 

been tooling around tor five years, eay1ng we're going 

to do eoaething tor Cuba, and we haven't done a thing 

except give them a lot or money for their eugar. 

Yes. 

And that'e kind or wearing ott , and I really- I really 

think that troa now on, I don't - anything that hae to 

do with Central South Ameri ca, I'• giving it the 

pref erence over everything elee. 

Well, that' s t he way it looks to me. 

And I think everybody elae that hee anything that -

oan contribute ehould do the eame thing, I 

There '• one thing that immediately worriee ae about the 

eituat1on, am I oorreot in understanding what he eaid 

that their Oongrese meete r i ght after the first or the 

yearf 

I -
the 

I -
the 

I think - I know that they 've got a deadline to 

t1ret or Janu&%'7. It'e a hu.rT7 up Job. 

I don't - you know how i t ie, how it wee with ue, 

time you r etor.ed the Ada1nietration. Now or oouree, 
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Cl.lba h a auoh eaaller plaoe, bu\ I don't know Ju\ 
bow auoh you're going to aoooaplUh 1n \hia lang\b 
ot Ume . 

Well, you give \hem that Pa\ Harrieon'e emile and 
j11et melt away. 

(laughter ) I - ·I•a afraid that I don't know how auoh 
yo11 oan do 1n th1e length - length or Uae. 

IQIJr: Well , it'e at leaet - 1t you go we're giving thea the 
beat we ' ve got. It \hie wae eoaething tor aon\be I'd 
111 no , beoauee I wan\ you down here to hel p ue 

II: 

HllJr: 

II: 

HKJr: 

II: 

HMJr: 

II: 

IDIJr: 

ll: 

HllJr: 

later on. 

How are \binge going, by the W8JT 

BeautifullY, nothing i e happening. 

(laughter). 

Not a thing, that' a wb1 we haven't called you. 

I called you laet week and -

I haven't oall'd you -

- I've had lunch with Earl Bailie, and they eaid 
you were head over heele with other etutr. 

Tee. No, nothing ie happening and \bat'• why I 
haven 't called you, and ae eoon ae we know where we're 
a\, why JohnnJ" Ranee and I 1ll eend an aabulanoe up 
tor you. 

lll right, tbat'e probablY- well I'll need \be\ 
ooa1Dg baok, going down I aigbt be able to uee the 
\rain. 

Tee. 

ll: Well thank you very 11110h tor calling Henry. I haven 
1

\ 

yet got a hold ot 111 wite , b11t I ' ll do 
talking about i \ -

HllJr: No. 
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- and I ' m going to eee Preeident Butler at two-thirty 
and eee it he can etand the ehock. ' 

Well, and then ae to the taking your t8111ly they ought 
to pay tor that. That'• the leaet that they can do. 

Well, I - the t1y1ng down, I euppoee I wuld han to 
do it I'm go1ng to do it quickly. . 

Well, there'e the Pan- they'll tty you down Pan-American. 

And ie that all r1ght? 

Oh, sure. I mean I don't know who'e paying tor thie, 
but that'e up to the State Department. 

Yee. 

Did you mean ie it sate? 

Yee. 

Well you go Eastern Airwaye to Miami. 

Yes. 

Then Uiui two houre by Pan-American, they're all 
good 11nee. 

Yea. 

Abeolutely. 

II: Yes . Well, it'e awfully nice to hear your voice. I 
wieh I wae eeeing you one ot theee tlmee. 

IG!Jr: 

II: 

HllJr: 

You do that, but I didn 't want to bother you to come 
down here until the Treaeury knew where we' re at and 
we haven't got any idea, i n the meantime we 're all 
taking bet. on Arthur JCrock and Harry Hopltine. 

(laughter) Well I - I appreciate that becauee I'•• had -
I've had plenty to do here, gett1ng etralghtened around 
and eo torth. 

Yea. Well, we'll be need1ng you and Juet ae eoon ae 
we know where we 're at we ' ll eend t or you. 

II: Well thanlt you very much, Henry. Gin ray regarde 
to Ure. llorgentheu. 
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I'll do that. Reaeaber, going to Ouba doe•n't keep 
70u troa he~ping U. 8. Tre&•urJ · 

(laughter ) 

Th1e ie Ju•t a little pleasure trip. 

I think I would a little rather help the hoae 1ndu•trJ . 

All right . 

All right. 

Remember me to 70ur tam11y . 
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November 28, lQ~8. 
la:~a p.•. 

11arrtner 
Eccles: Oh, yea HeJU7. 

I!IIJr: 

E: 

HllJr: 

E: 

. !!!IJr: 

E: 

HUJr: 

£: 

l!llJr: 

E: 

RUJr: 

E: 

Hl!Jr: 

How's Warm Springe? 

Well, it isn't very warm. 

It isn't. 

It wae twenty-e1x degree& there ;yeeterday, eo I don't 
know where it geta ita name. 

Good heaven a • 

Have you got a minute or two? 

Sure. 

When I was going to talk to you about going down to 
warm Springe when I oame over there on Wednead&y. 

Oh! 

Aa a matter of tact I di9n't know I waa going until 
Wednead~. 

For heaven's eake. 

And W.o called me up and a eked me to come down there. 
What I had been trying to do, I had been trying to 

aee the President tor - ainoe laet Auguet - I ' ve aeen 
him fifteen m1nutea in tour months. 

Good heaven a. 

E: That'e right. The day you aaw me over there waa the 
only time I've seen him einoe before I went out Weat 
in Auguet. 

HUJr: 

E: 

Hl&Jr: 

£; 

That eeems unbelievable. 

So what I 1ve been teying to do ia to get an appoint•ent 
and I told Mao that unleee I could get at leaat an hour 

or two I didn't want one. 

Yea. 

I ea1d, when I - when you find it poeeible to get that 
much ti•e, wh;y I'd like to a1t down and have a long 

\ 
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v111t about th11 whole banking and Federal RelerTe 

p1oture as I eee it. I 'm not - I ' m ver.r unhappy about 

the 11tuation and I want to Juat lit down and haore a 

long talk with him. So, Kao •aid, 1 WEll, there • • no 

ohanoe in Waehington it doe•n't eeem,• and he ea1d 

the thing to do would be to come down to Warm Springs. 

I've arranged it. 

Uh-huh. 

So that - that happene to be how I went down there 

to - apparentl7 he couldn ' t get &n7 ohanoe - an7 

t111e here. Well, instead of talking about banking, 
I didn't get orer.r muoh time becauee the Pree1dent 

did moat or the talking about other things. 

I eee. 

And -

He had lote of atutr on hie mind, huh? 

Yee, he eeemed to haore. 
t1me about hie Budget. 

I eee. 

' He wanted to talk 110et of the 

And wanted to know what this committee had done, and 

eo forth and so on. Well, I - nothing new, I mean 
that I Just told him what you alread7 know. But on 
the banking end of it I did get an opportunity to 

talk about, oh I gueee halt hour on it, to get - to 
get - g1Ye hia the general high epote and 1t J'OU' re 
1ntereeted in the thing I'll be glad to tell you Just 

what I told him. 

Yea, I am very much i?tereated. 

And aomet~e, wheneorer J'OU feel J'OU'ore got a little 

time, when J'OU want to -

Well, I -

- talk the thing over, whJ' I 1 ll be glad to tell J'OU. 

Yee, I - I'd appreciate it and I ' ll call J'OU up either 

tonight or the first thi ng in the morning. 

O.lt. 
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Find out when it's all right for you. 

Well, are you tied uP tomorrow at lunoh? 

134 

Yes, I've got some fellow ooming down from New York, 

but I ' m not tied u~ Wednesday. 

Yea, well all right. Wednesday would be - you see 

we 've got that - we 've got that open market meeting 

wednesday morning. 

Yes. 

Haven't we? 

Yes. 

Well, I think Wedneeday would be fine with me. 

All right, one o'clock eay? 

Yee . ' 
~r: But you say he was interested in this - in what we were 

doing 1n this, what they call t he Nameleea Committee. 

E: 

HUJr: 

£: 

RUJr: 

£: 

HUJr: 

£: 

The what? 

What? 

Tbat 'e right. 

That 1 s right. 

Yes. 

Yea , he wae - seemed to be - he eeemed to be very 

interested in that. 

Beoauee I haven't- I haven't sent him 8111 report, 

because I had no report to make. 

No, well I mean he wasn't - it was Juet a question of 

him - you know how he doee, he gets off on a - on a -

apparently he ' • been thinking about hit- about hie 

Budget meeaage and about th1e Job that he ' • - about 

what the Budget ie going to look like and what it'• 

going to look like the following year and whether 

there should be taxes or not and if eo, what kind of 

taxes, and he also brought up this question that -
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he aaid, 1 I Just reoei•ed a letter aigned by you and 
othera. • Of couree you know what that letter wae. 

Sure. God we worked bard enough on it. 

And he - he said rather taoetiouely , he did this at the 
dinner table the first ni.ght I was down there, with 
Mrs. Roosevelt, Doc. Mci~tyre and Miss LeHand there, 
he said rather taoetioualy, he eaid he'd gotten thie 
letter. He said, 1You know I had t old them that I 
would not• he said, •Hopkins and Aubrey Will1ama have 
gone ahead and defied ay ordere and done eo and eo and 
eo •• . 1 and he said, 1 They got themeelTea 1n a J .. 
and I told them that I wouldn ' t e1gn thia order•, and 
he aaid, "They go around to ay committee, aee, and 
then ~ committee coaes to their rescue , you see•. 

Yea. 

And he said it rather facetiously. 

Yes. 

And ot course when he got through malting this little 
speech kind ot trying to have a little tun at ~ 
expense. 

Yea. 

And I - I said, 1 I 1 m eure thoee here would be glad 
to hear the other side of this debate.• 

Yea. 

So, then I got ay little eay 1n. But, he seemed to 
feel perfectly all right about that, and I think 
he was very glad to be taken ott the poe1tion that 
he was on and have the thing put in the shape it ia. 
He aeemed to be glad about it. 

I should think he ought to be. 

Well I think he waa and I bad a very good chance to 
tallt to him about the i mportance ot the Government ' • 
contribution and about - about rapid dacreae1ng of 
expenditure, and he could undo all that had been 
done 1t that thing waen ' t properly timed. 

Well I think he ought to be ••ry glad becauee -

\ 
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'fell I think he wae. I th1Dk he waa - I th~nk he -
he telt all right about it, and -

lie e1gned it you know. 

Oh yea. Yee . I knew he eigned it. But he - he was 

glad to sort ot put it on our dooretep. 

And he - he wae under the 1mpreaeion that Hoplt1ne had 

co11e eround to see ue. 

'fell he seemed to be. Ot course I said to him, I said, 
1 'fell now, as a matter ot taot , none ot ue eaw or 

talked to either Williams or Hopltine, none ot the 

committee, unless it possibly was the Secretary, and 

knowing what the situation wae, but there waa not the 

slightest ettort made on their part to - to - that the 

tiret time we heard ot it at all wae the Secretary, at 

a meeting ot thie committee.• 

That's right. 

And he's merely said that he thought it wae hie duty 

to tell us ot the taote. 

Yes. 

\ 

That we would be interested i.n this th~, and ot course 

immediately he told us what the situation was we - we 

were - we were - felt that something should be done. 

'fe were Just as strong tor doing eometh1ng ae - ae the 

Secretary was or ae Hopkins could possibly be. 

That'• right. 

And I said, •we never even eaw Hopkins until the whole 

thing wae decided what ought to be done a s tar ae we 

were concerned.• 

That 1 e right. 

So -

'fell, 1t the committee never doee anything elee I'll 

alwaye be prou.d ot that thing anyway. 

'fell I think that'e- I think that 1e O.K. 'fell, I 
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thought. 70u 14 - 1naa•uoh ae he 414 br1n8 up eo11e ot 
t.he .. other th1age, I 41dn' t. br1ag thea up beoau .. u 
wasn't mJ place to , but. 1nae11uch ae he d1d brlag thea 
up and d1ecuee thea I - I Juet. thought. I'd tell 70u 
about it, and -

Well I appreciate 70ur calUag ney •uoh and I 1 11 loolt 
rorward to hear1ag about 1t. at lunch on 1fedneed&7 . 

Yee. .Ul right. then . 

HliJr: Tlanlt 70u eo IIUoh. 

E: OOodb7e. 
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Jlonllher 28, :lgM. 
2:M p.a. 

operator: A long dietanoe oall troa Mr. Beardale~ Ruml. 

HllJ'r: Yee. 
Beardsley 
RWDl: This ia B. Rual. 

HllJ'r: How do ~ou do? 

138 

R: I haTe a auggeation 1n connection with that job ~ou 
tallted to me about. 

HliJr: Yea. 

R: If ~ou 1 ra still 1ntareated. 

HliJr: Oh nry much. 

R; Well now this fellow I know Tery well. 

HIIJr: Yes. 

R: He is - from the standpoint of character and integrity 
he is absolutely tirat olase. 

HIIJr: Yea. 

R: I s&3 that first ott, beoauee I thinlt it's prett~ 
important. 

HliJr: Yee. 

R: H1e naae is Paul Loeb. L-0-E-B . 

IIKJr: Yee. 

R: He 1 a about thirt~-eeTen ~eare old. 

HlUr: Yea. 

R: He organized and ran t he purchaeing office 1n ~·· · 
HIIJr: I see. 

R: For about tour ~eara or eo. 

HliJr: Yea . 

\ 

Regraded Uclassified



.. , 

- 2 -
:. 39 

R: 

HIIJr: 

R: 

HIIJr: 

R: 

!!!IJ'r: 

R: 

He 1a now at Baaburgere ae Aae1at ant Controller. 

But he oomee !rom New York. 

No, he 11vea in New Jereey. 

Well that wouldn 't help muoh. 

That wouldn't what? 

Well , I - you aee we've got, beeidee ~eel! we 've got 
Hanee !rom New York and Steve Gi bbons !rom New York. 

Uh-huh. Uh-huh. 

H:!Jr: I 1 ve got to go South or Weat . 

R: Well - (laughter) 

KUJr: Vakee 1t a little di!!i oult doeen't 1t? 

R: 

HliJr: 

R: 

KUJr: 

R: 

K!.!Jr: 

R: 

IIJJJr: 

R: 

l!lL1r: 

R: 

It doee make it difficult. 

But I appreciate th1a suggestion Juat the eame. 

Now lieten he came !rom Oal1torn1a ori ginally. 

Yes. 

H1a rather wae 1n bus1neee in Uexico, he knows the 
Latin-American th1.ng very well ! rom a bueineaa point 
or view. He's a sort ot a eecond nephew or Peroy 
Straus and Percy knows him very wall. 

I aee. 

And I don't know whether he'• - he 'a t oo tar out or 
the South - I mean t oo long ago, he waa 1n Texaa. 
He married a Tex.ae girl I know. 

Uh-huh. Wall, let me thing about it and I certainly 
appreciate very much your bothering. 

Yee. 

But let me turn it over in ~ mi nd . 

All right. It there' s anything, it I - but you really 
want something f urther South or Weat. 

·, 
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!IIIJt: Yu I reall.T do. 

R: All right., 

lOUr: 'rr.Y tga1n. 

R: All right.. 

HIIJr: Thank you. 

R: Goodb.re. 
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, , 

3 pm (before arrival 
of Brazilian Ambassador.) 

(HX,Jr to Mr. Taylor) 

. ' 
141 

Sumner Welles called me up 
(1) would I please call up Magill 
do that, which I did and he will. 
Cuban Government.) 

on three things: 
and urge him to 

(Tax adviser to 

(2) Trade Agreement with Cuba. An additional 

15~ benefit to CUba which amounts to t s
1
ooo,ooo 

or $6 ,000 ,ooo. I told Harry White. unde~ 

stand we ~ve been waiting or holding out. I 

told Harry White to bring it up at 9:30. White 

says it ' s a straight grant. 

(3) The other thing: he says that the coopera-
tion between the two Departments on China has not \ 

been good, because they have not been giving us 
the political end on China. They will from now 

on give it to us from day to day, but would we 
please aleo give them anything of significance. 

Will you take that? He mentioned Buok, Nicholson 

and Campbell. 

Then I said, Well, you know about the other 
thing. You know about thie bueineee about making 

this loan on nut oil. He says, Yea . I says, 
Where is it ? He said, It ie with the President. 
And the President has gi ven b1s word and nothing 

has happened. He said, Well, I am goir~ to talk 
to the President shortly and I will ask him about 

it. 

I alao told him that the German thing wa1 
goin« over; wish be would look into that. He 
waanTt at all fam111ar wi th it. I told him that 

I wae recommending to the President that he refer 

it to the Attorney Genaral. 
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Xo•e8ber 28, 1P38. 
3:01 p.a. 

Operator : Operator. 

mwr: Put Knoke on the wire pleaee. 

o: All right. 

HJUr : Hello. 

o: Inoke . Go ahead. 

liiiJr: 

[note: 

mwr: 

K: 

Hello. 

Yea, Kr. Secretary. 

Knolte7 

Ya8, •1r. 

mwr: I've got the b071 here. Now etart all over again and 
tell me 1n simple language what Bolton's been telling 
you. 

K: Well Bolton said t his that their torward contracte 
maturing 1n December are hundred and titty million 
dol l ara. 

HW'r: Ye•. 

I: The7 have decided not to renew &ll1 ot those but t o let 
t hea run ott which aeane t hat t he7 wil l - the7've 
decided to ship gold t o that amount. 

liiiJr : 

It: 

lWJr: 

IC: 

IWJr: 

It : 

Ship gold to the &aoW\t ot how auch7 

HW\dred and titt7 million dollare , when I eq - the7 
will ship gold unless t hey can buy the dollars beck or 
the protite . 

Yee. 

But the baste 1e that they - the7 are going to let 1t 
run ott and will not renew. 

Y••· 
The7 got thie atterooon the London clearing b&Dkl 
together, aiid arr&n6ed wHh thell clearing baoke that 
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they would uae none of their funds for the finanolng 

of forward oontraota in exchange nor for the financing 

of forward oontraota in gold. 

Well, they're getting a little eenee aren ' t they? 

Why, on thie gold, I found thie out, the figure that 

the forward oontraote outetandlng are between thirty­

five and forty million pounde. 

And you mean to a&y that those damn fools have bean 

financing forward contracts on gold? 

Well the bankS have,yae. 

And the Bank of England atanda there and -

Well the Bank of England &a you will.remember, eome e1x 

months ago, through that market ope~"again. For a 

while they ' ve had a gentleman's agreement or an embargO , 

a gentleman's embargo, preventing operation of forward gold 

that earlier in the year when thtnge began to look a • 

whol e lot more normal they thought i t would be the right 

gesture for them to - to remove whatever reet r1ot1one 

bad been on the forwards. 

Well now Knoke, do you think we'll get a hundred and 

fifty million gold? 

Well, I just looked at the figures that are now on the 

water about eighty m1ll1on dollars, t .bat they have 

shipped already , and the firet is beginning, the first 

ah1pment of that is due to11orrow morning. 

Wall ien't this going to be a squeeze? 

Well , if they - they oover it - 1t they provide gold for 

all their operations it surely will be a squeeze unless 

other foreigners or other people who have - who have 

sterling advance the necessary 11oney. 

Now where are they going to get it? 

Well I eaid - after - it'e conceivable that the foreign 

balance ie still held in London wb1oh after all although 

nobody knowa were eati~~ated laet July about a million 

pounds - a b1ll1on pounda, and e&y that half of that 

hae been tranaferred you would still have five hundred 

111llion pounds. 

Yea. 
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Now if aterllng goea up too auddenJ.¥ aJld too faat, 
people who atill have balaJioee, foreignere and aeabera 
of the aterl1ng area for inetanoe, they alght 113, well 
we'll advance the eterling for which there eeeae to be 
a temporary need and get it back later on. In other 
worde, they might thue avoid a equeeze . 

Yes. 

The Bank of England ie full¥ aware of that, and they are 
not sure that they can avoid a equeeze but they feel 
pretty sure ~hat they will avoid continuation of these 
forward aontraote. 

Well , don't you think this ia all to the good? 

Oh, of course i t's all to the good. I think you eaw that­
today already the ratea have gone up about two cents, -

Yea. 

And it hasn't oost the British anything. ' 
HIJJr: You know I've been doing a little squeezing down here, 

you know. 

K: With whoa? 

HIJJr: Well with their Britiah financial representative, we have -

K: Oh, yea I know 
Now let me add thia, that when Bolton was through he aaid, 
•our Treasury is going to notify Mr. Morgenthau of thie.• 

HlLJr: Good. Good. 

K: 

HUJr: 

IC: 

Yea I think that -

Maybe they read the Fortune article. 

The Fortuna? 

HUJr: Yes. Haven't you eeen the article 1n Fortunet 

X: No, did I a1se aoaeth1ng? 

IUIJr: Did you. Well they gave you the aoet wonderful .. nd-off 
i n the World. 

K: Gave it to who? 
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You. 

Well then that would be the reaeon that I didn't read 1t. 

Well -

Well, you'd better set a oopy ot 1t. 

Fortune, well, wel l . 

Yea, very nice. 
ae you said 

Wel l all th1e, I think, 1s - is/ all tor the good. 

Yea. 

How tar it ·will carry 

Well it's good tor a week anyway. 

lbe I eee the connection. 

All right. Well I'm damned glad becauee believe me 
I wae getting worried as this thing approached 4.61 . 
And I don't want anybody - now set thie 1n your taik­
I told Bewley thie morning that I'm very much 1n 
earnest and, about thle thing, and that I just wasn't 
going to alt here and eee thie thing so through 4.61 
withou~ doing something. 

Yea. 

See? 

Yea. 

I've been kidding but I've been very much in earnest 
and I want everybody else to be very much 1n earneet 
with that, ~.l told them we're worried, we're taoins 
the tloor an~rtrth Congreee comins on we could not 
Just eee eterling continue to drop. 

Yea. 

And that 'a what I told them toda.r. And very oourteoue 
but veey t1l'll and I told nerybod.J who' • worlt1ng with 
me alao to be courteoue and t ire. So, 1t .}'Ou'll keep 
that up, I mean &n.Jthtns, it we are d1aturbed, we don ' t 
want to eee and we can not aee aterling continue to 
drop. 
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Now evidently that's gotten aoroea and thie ie Juet 
common eenee and it's part1cularl1 interesting because 
Bewley, this morning, eay speaking tor himself, he eaid 
there wae no technical devices that they knew ot that 
they could use. Well, thia ahowe that t here are. I've 
alwaye thought there were. 

Yea. Well on thie I knew - we knew that the Bank had 
been worlt1ng. 

IUght. 

Kay I j ust add one thing Ur. Secretary, there will be no 
publicity 1n London on thie. 

I don't understand, but there will be nonehere 6ither. 

Well I mean, by that, there will be no announcement by 
the Treaeury in London by t he Bank. That is an arrange­
ment that t he Bank ot England made with the clearing 
banks. 

I eee. Well if I get hard up for a etory I may have 
to uae it Knoke . 

No, please don ' t. 

Can't tell what I'll do when I'm preaeed hard. 

Don't because there'e on11 one fellow you got it from. 

Now liaten, a t four o 1olock I've got a prees conference. 
I haven' t got a good etory. 

Yes, but I know you won't use thie one so it's all right. 

Y.ou never can tell Knoke. All right , don ' t worry. 
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HJ,!J'r: Hello . 

operator: Tom Smith Go ahead. 

H]lJr: 
To• 
Sm1th: 

HJIJr: 

5: 

I!I!Jr : 

S: 

HUJr : 

S: 

li!.IJr:: 

s: 
iBIJr: 

S: 

!lllJr: 

S: 

Hello. 

Yee. 

Hello To•. 

How are you Henry? 

God, you t&ke a long t1llle to eat lunoh. 

Well I bad eome guests here today. 

Oh, boy. Do you euppoae I oould gat a Job out 1n 
St.. Louh? 

Yee, air, we'll put you on the payroll Monday. 

Att.aboy. 

On Llonday. 

On Monday? 

Only do it on Kondaye. 

Only do it on Uondaye. 

That• e all. 

HUJr: ( laughter) I think that Tranaaaerioa thing went off 
all right. 

S: 

HtiJr: 

5: 

H.WJ'r: 

S: 

I d1dn • t hear anything about it here. I gave all the -
all the people that I mew an opportunity to mention 
it and nobody seemed to give a damn about it. 

Well the poi.nt I meant ie there wae no run~ of any lt1nd 
on the bank or any indioation of any run•. 
Well, you - ot oouree you watohed that very oaretully. 

Very. 

And there i•n't BD1· 
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There ien't any and we had everything ready and there 
wae nothing. 

5: Uh-huh. Well that 1 
• fine I di dn • t th1nlt there would be. 

iii/Jr: 

S: 

HUJr: 

S: 

:illJ'r: 

5: 

HW'r: 

5: 

No, nothing. Now about that fellow that you mentioned 
was possible tor the Federal Reserve. 

Yes. 

I just want to - .rou want me to give you the kind of 
1ntormation that I ask ot you. 

That's right. 

You want the low-down. 

That ' s right. 

Well, I don't think he'd be an addition. 

Well, I don't know what hie record is there and I didn't 
know, and I don 't want to get i .nto it unless you told 
me enough. 

i!IIJr: Well, here' e the point. I would clauit.r h1m ae the 
ealeeman type, see? 

S: Yea. 

~r: And if he wants to get in over there he'd just want to 
get in over there as a place to rest , eee? 

S: Yee. 

HMJr: And that Board, Tom, is not too etrong now. Hello . 

5: Yee , I get you. I ' m following . 

I!J.!Jr: And I don 1 t think we need over there, ea.r, a man who' e 
made hie reputation as a high preeaure ealeeman. 

5: Well that'• about the anawer I expect .rou to give. I 
didn't want to anticipate anything beoauae, but that 'e -

HUJr: Well I mean that • • - I think that anybo4,y goes in there 
now ought to be a tellow that we oould all, well be 
proud ot, aomebod.r we can go and talk to occaa1onall.r. 
eee? 
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s: Well I agree with J'OU a hundred per oent Kenr;y. 

~r: And I don 't think that man tille t he bill. 

s: Well I don't, but I didn't want to-

mur: 'fell, J'Ou were aek1ng me and -

s: I appreci ate it and I ehall be, having you ea,. that, 
and knowing what I know, I think he' e done a good -
I understand he' e done a very good j ob where he i s 
and I can underatand how he would. 

mur: Oh, yea, but that' a a promotion job. 

S: That's a different thing. 

HJ.!Jr: That 'a a promotion job. 

S: That's right. When you - you aeked me about him 1n 
the beg1nn1ng I ea1d he wae too laz..y . 

HL!Jr: Well -

S: But he evidently wants to do th1e job. 

l!llJr: 'fell, the point is th1e Tom. Sometime, when you're 
here, we 've got to strengthen thet Board, it 'e an 
awtul weak Board Tom. 

S: Well of course I've been thoroughly disgusted with it . 

l!liJr: And instead of their holdi.ng up 'II1J' hand on important 
things, rea.lly important, that are not oontrovereial, 
the)''re alwaya blocking. Hello . 

S: Yea , I hear you. 

Hl.IJr: And -

S: Well I 'll - I agree w1th J'OU and what I'll do ia Juat 
do not.hing and 1t - well I oan handl.th• - 1t I'• aaked 
what I can do I'll ea)' I oan' t do an)'th1ng. 

Hlo!Jr: I 1 11 be oall1ng J'OU up along the end ot the week on 
the bond market . 

S: All r1ght and I ' 11 keep .,. e)'e a little oloeer on 1t 
than usual. 

' 
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HIIJr: Right. 

8: How'e - bow 1e Preaton gettlna along? 

Hl.(Jr: Well ot oourae he ' • been eick all the time, he haen ' t 
been here. 

S: 

HliJ'r: 

S: 

!II!Jr : 

s: 
l!liJr: 

s: 

FOJJr: 

S: 

HltJr: 

Yes, but he ' e there now ien't he? 

He's there today and he eaid he hopee to be well troa 
now on, but whenever he 1e here he ' s tine . 

Yes. 

Re'a t ine when he'e here. 

Yea. 

But he hasn't been here. But I - the little I 've eeen 
ot him 1t ' e all to the good. 

That' e what I think. 

All to the good. 

He'e very eerioue about i t. 

Yea, and Johnny Ranee ie ewell. 

5: Oh he 'e a grand bo7, HeQrJ. You're awful luck7. 

!!UJr: Yee. 

S: I think you 1 re lucky 1n both ot them. 

!!I!Jr: Sure, I 1111 a lucky SuY Toa. 

S: All right. (l.aughter) 

!IIIJr: 0.11:. 

S: All right. Give ay beat t o the taa1ly. 

Hl!Jr: '!'hank you. 

S: '!'hank you tor calling •• Renr,r . 

li!IJr ; Goodbye . 

S: Goodbye. 
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senator 
Will1aJD 
H. nng: !.lay I speak to you tor a 111nute? 

r::Ur: You cllll talk to •• ae long as you want to, 

X: You won 't get madl 

~r: I never get mad at you, 

K: You won't get tired? 

lll!Jr: No, 

K: I haven't had the pleasure yet ot meeting Mr. Hanes . 
He's taking Lmgillle place isn't he? 

HUJr: That ' s right. 

X: Uy you lose a great ll&n in Maaill, 

llllJr : I ltnow, but -

K: We miss him. I think he - I think it - he waa eo hel pful 
to us on the Co~~mittee. I've been working a little on 
the tax bill, that ie looking at the eouroe of revenue, 
and I wllllted to talk with the one down there tbat we'd 
have before our committee to help us, that'd be Mr. Ranee, 
isn't it? 

HUJr: Well, that '11 be 

K: I beg your pardon. 

H!.IJr: Would you like him to oall you or call on you? 

K: Oh, I'll- oh, 111 dear triend, I'll call on him. 

HUJr: Well, he- I know he 'll be delighted. to aee you at 
any tille. 

K: Well thank you very 11uch. I wanted to apeak to you 
before I went to see him because I haven't had the 
pleasure ot meeting h.im. 

l!l.!Jr: An;:J time and I '11 tell him to get 1n touch with you. 

K: Yea. All right. Well I ' ll come down there because I 
- I want hlm to feel that he ' • - he 'e t he mountain and 
I'm Juet W&homet. 
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mur: Well - he'll get 1n touch with TOU Senator. 

r: All right. Now Juet one other word , 

Hl.!Jr: Pleau. 

K: You - do 70u know a aan na.ed HarrT Sokol - 8-0-~-0-L 
who olaima that he rendered eo•• i8p0rtant aid in 
getting teetimODT to help get eoae taxee out ot thoee 
Canadian people. 

HliJr: No. No the naae ' • not tuiliar. 

K: He olaiae tbat he did a lot ot work there. 

!!IIJr: No, I ' • eOrrT. 

JC: And he • • got - claim tor eeM1oe or eoaething. 

HliJr: No, ot oouree 

JC: What I I tbatf 

HUJr: It '• a big place the Treaeu.r,y but I 1m not tuiliar. 

K: He olaime that he did a lot ot work and met with one 
ot TOur repreeentativee, and he wanted to eee TOU. 
I told him I didn't know him, -

l!l.IJr: Harry what 7 

T.: Harr,y Sokol 8-0-K-0-L. 

HUJr: No . 

r.: 8-0- K-0-L. 

HIIJr: No, I - I don't know h.ia Senator . 

X: I eee. Well 1t he wante to eee eomebodT down there 
to turnieh eome -

l!l.IJr: Now 1t thie i e the tellow who 1e the tnt oraer, eeet 

K: Yee, that'• the tallow. 

l!l.IJr: Well ot oouree I won't •eet theee tntoraere, the7 are 
all a lot ot rate. 
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And I tell them to go over and eee the head or the 
Enforcement Unite . 

Well that's what I told-

And these informers are a lot or rata and we've got to 
do business with them but I don't have to do bueineee 
wi th t hem. 

Well I agree with you. 

And he wae around the other day and I refused to see him, 
and I said t hat he could eee t he Enforcement man, I 
think hie name is Ray, something like that, and I eaid , 
"Go over and eee the head or t he Enforcement Unit,•but 
I ' l l be damned i f I'm goi ng to do business with them. 

Wy dear friend you do the right thing. 

I mean I bate to pay tor i nfor mation but that's the only 
way we can go and get it , but I don't have to meet the 
fellow socially. 

Well , I- I'd do Just the same ae you and I don't blame 
you, and I've Just-

That's the fellow, we once paid him fifty thousand doll ars. 

Ie that eo? 

Yes. 

Great Lord. 

Well, what happened was, t wo ot these fe llows trom 
Vancouver eaoh put up a hundred thousand dollar bond. 

Yea . 

And they came OTer to thie oountr;y and on a Y181t he 
informed that they were here and then they Jumped the 
bond and we paid t wenty tiTe per cent. He collected 
fifty thousand dollars t or that . 

I aee. 
And trankl7 I juet don't want any contact with him at all. 
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Wall I agree with you. I bate t o deal with that - that 
Jtind or 

mwr: That'e the tellow, but -

x: And that's the same crowd. 

mwr: But - he can see GuY Helvering or he can see one ot hie 
aesutanta. 

I: Yes. All right. Well, I 've done my duty. 

l!!JJr: R1ghto. 

I: One ot =1 triende asked me t o see 1r you'd -

mwr: Well, ;you don't want to meet hill ad)' 110re than I do. 

X: Well , it I were you I wouldn' t eee h1m. 

H1tJr: I 1111 not going to. 

K: I share your view my triend. 

Hl.!Jr: No, there' e - these people like that in the Narootio 
people, I J ust don't want t o see them. 

K: All right my dear triend. Thank you. Goodb;ye. 

\ 
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l!IIJr: Hello. 

Operator: L!r. Sproul 

HI!Jr: 

0: 

ffi~ 
Sproul: 

Hl.tJr: 

5: 

l!llJr: 

S: 

I!IIJr: 

Thank you. 

0o ahead. 

Hello. 

Hello Llr. Secretary. 

How are you7 

Been doing some more checking or the market. 

Good. 

And the oonoeneue ot opinion up here seems t o be that 
they would like a three way offering. 

Yee. • • 
S: A long bond a sixty sixty-tlvs say, two and three 

quarters and something around eight and a halt year t w9, 

putting those out tor cash and exchange plus an otterlag 

ot a note tor exchange probably adding to the outstand­

ing one and one-eighths or forty three. We think that 
that eort or a program would etop all types or buyers 
in a way that they could be expected to buy and hold 
rather than to have the banks do a big underwriting 

Job on a very large long term issue which they wouldn 't 

want to hold. 

HUJr: I see. 

S: As near ae you can put together all the various opinione 

that ' s about where the oonoensus would come out, I 

should eay , 1n our oonveraatione tor the last couple 

ot days. 

ffiWr: I don't - I ' m not very orazy about an eight year two. 

S: About what? 

ffiWr: An e ight year two. I don 't like an eight year two. 

S: Well an eight and a half year two, it fite into a period 
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where there 1an' t ~ teating uteriall,y I th1nlt, 
and it'e eomething that the banke would b~q and hold 
and we haYe to depend on the banlte tor a large part ot the t1nanoing. 

!!1/Jr: Well, it'e Juat e.n:rwa7 what the boya tbJ.nlt, uh? 

s: That • e right . 

!!1/Jr: Well, that' e all right, an.d when are you coming down? 

s: Coming down 1ue&d$J' night , and be there Wednuday. 

l!lUr: Right. 

s: And I wanted to ask you about th11 people you want to eee trom up here. 

!!1/Jr: Well, I oan eee eome people, well I want to eee the d1acount boye. 

S: Yee. 

l!lUr: I want to eee Devine. 

5: Yea. 

El!Jr: I thought I mlght do thoae Thuredq. 

s: Do them on 'l'hureday. 

HI.IJr: Don 1 t you th1nlt so? 

S: I th1nlt it would be a good idea. 

llliJr: And then I want to eee eoaebody trom Chaee. 

S: Well I thought we could get Mr. Aldridge, he'e the 
man. 

HI.IJr: Yee. You oan han all 4aJ' 'l'huredq to do with what 
you want. 

S: All day 'l'huraday. 

llliJr: Yee. 

S: Well I •u liAll:e -
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• 
The only thing I have, I have a preee conference at 
ten-th1rt,y Thu.re~, that' e the only thing. 

Leave that out then, preee at ten-thirty. 

From ten-thirty to eleven, but you can have - you can 
have t he whole d~ ae tar as I'm concerned. 

Well, let ' s eay trom eleven o ' olook on then. 

Oh, you can have trom nine o 'clock on. 

Nine t o ten-thirty and tro• eleven on. 

Yee. Well make it nine-fifteen and give me at least 
a chance to look at sterling anyway. 

Yes, that.'e something the market. ' e been watching very 
closelY and t or a while it had them eoared and they 
were pulling in their horne pretty fast, but they've 
taken on eome new oourage I think. 

Yee, from nine-t itteen on, eay t rom n1ne-t1tteen until 
twelve and then it you want eomebody tor lunch we 
can have them tor lunch, I want twel ve to one ott. 

Yea. 

And t hen f rom one o'ol ock on we'll run them right 
through until tou.r. 

Yes. 

So you be thinking it over and it you give me a ring 
again tomorrow give me a list ot euggestione. 

All right. We'll have Kille and 
and eome one trom the Chase, 

Devine 

HIIJr: Yea. 

S: I think you - thought you finally want to eay eo•eone 

trom the Oity too. 

!!U.Jr: Yea. 

S: Ge t Rentschler and Randolph. 

!IUJr: Yea. Randolph might have eome ideas. 
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y", And then •• a1pt put 1JI one or two othere. 

Yee. Well 70u think 1t OYer, and euppoe1Dg 70u read ae 
oYer & 11et 1D the aorn1ng. 

I'll do that. 

R1ght . 

All r18ht. 

Thank JOU. 

Thank JOU, 
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TREASURY DEPARTMENT 

INTD OP'P1Ca C C lUI : • :noM 

""'"' IOTaMr lllo lSilll 

ro 

, ... Jl. <l. l!anil 
' . !!.. BadleJ' -

:t h llll4'''ecl \11&\ \II& Decaber 15\h f1aaachc conde\ ot a lo-c 

u ::: te:.d and a 5-TMor ""to. 'lto\h b ac:Mace a4 f or caeh. U 1e 

:oil !lo~ wUI II \he llaU: of \II& auh M t.abD ~ \he 110 \1 offerlJlc. 

fe r!rml7 bd 1n• a lo-c \en boll4 rill ... , ri\h a- ncoptiOA boo\ 

octo and a bo""- 11 "" ' of well a propor\loa u w I.Jlrtw 'II.Dd:xla opiC'IIlaUca. 

C! tllo p?olible loQ& \en bOilU, a ~/<fl{. ~ 7.-r hru appe.ra \ o 

.~~or ade,...\e prat• aa4 a\ lbe ..... \ia e lift a re- 1111.1ch ehCIIIld proTe 

Ulncthe "' loQC \em u'ftawn ..,a. aa 1AArallee CCIIIpMI... Oa a 71•14 

'cui : ct 2.56 w 2.6'7 - • bo114 alloul4 ohow • pnal- of 1 1/2 \o a po1A" 

In r oprli w poaa1'1tle """ otterbp, a S..7ear 11,.... wUh a 1-1/ 4/ft 

eo-.:;oc a;:peare w 'lte pret ... 'ltle w a 1-1/fl1. .....,.... !be 1-1/.fl{. ""'' oa 

• 11tH 'cae h of 0.9'7 \ o 1 .00 allftl4 Mo9 a pnal• of 1 3/ 1 pcla\e w 

1. 7/3~ po1Jlh, while a 1-1/fl1. .. w ~ ~ 3/ t pcb\ W U /32/0IU oa 

toe •-=• 71114 'lteaea. !M 1-l/fl1. ,;." often a ea\1afMWJ7 pnU.a 1a 

!tult 0..\ coaplecl ri Ul a le-e ,_ 'ltDa4 \II& oprl&ll 1A ,...m- 'lte­

t"JA:h a DOW ad a ~/<fl{. ..,., paz 'ltDa4 ww14 -.. \ee poea\. !be larle 

' 
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bo~4• 1~ preference to \be 110\ea u.4 MDT of \be llol.S.ra of \be .. \urlac 

nottl, alllloucll \bq prefer a •- DOte, '11111'0.14 axcbenp for \be boA4 dln.e 

to tho profit inc111t1Te. A large bon4 h1111 won14 tlmo re111U and c 0 ,... 

10quonU.;y \be •rlalt ailbt talal q>ih -e Uae to abeorll a lJace npplJ 

of loa& bondo. How ... er, ep~t1Te ollliae of the nn bon4e lllipt 

reduce tho premium epr .. d bu. t, at the ,..,. tillle, all lone tam bon4o 

oi&ht be 4r8Qe4 4o'lfll proporUoD&tel;y. 

Tho onl;y ~ tbet such a eituaUon can be ... oi4e4 11 to equalise \be 

pre>iiDo on Ilia two nn iuueo ae far aa pooaibh. lor \bio reaaon we 

prefer the 1"1/4/f. CO~l""n on a >;rear nota O'ter a 1-1/efo conpon. beo if 

the holders of tho matur1111 note• were Ci1'U. an intereot ac!Jue1mant if 

tb47 ezchange tor t.ha 1"1/ef, note, \be total indln.c_,t would bardl7 

u coo4 3/4 point. !he difference between 1-1/ 2'(. (coupon on !larch r1ph) 

and 1-\/8~ tor three ~tontho 1a .09375 canh par $100 or 3/32ndo. !he 

l-l/4f/. coupon olloul4 prort .S. ample pr end""' 1f1 \bout the intereet adJua"'•t 

1n<luc ... ont. 

If tho caah offarilll 4o .. not axceed $600 111111ona, we aucceat a 

50-SO apli t between the two inuaa bll.t 1t \be •ount u cae4o \Ilia figure 

1 t 1a further eugaeted \bot the a441 Uonal ..,,.t be ra1oe4 \~~rouP lbo 

note. Under nomal cirClaatancee \be eu:bange of 1 ri&l>h 1 olloul4 be 

largel;r for the bonb. In the paet, •• aho1fll b;y the table• below, thio 

baa boo11 ,..,.. .,.., .m.n the p.-.:1- ep.-..4 "' •• l ow •• 1/4 point an4 

when tho eprea4 a pproacha4 1/2 point the azobenge ..... al110at cUrel7 for 

honda in preference to not... u.-1111 that ?11{. of the aaWrliiC notll 

1'111 be uchance4 tor bon4a 11114 ~ llillica oalh rill be ra1ae4 throacll 

the bond, an inue totaliac allout one billioD woul4 reaul t . Sach an 

hno oboul4 lie eaa117 abeorlled bat 1f larpr M7 pro,.. to be ql&ita • 
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SepMH!r 11. 1938 "''Mi¥ 
Prat.• prloe apftlll 

.&acnm\ of •iurlll& Pel'Oelltace bet- aew u .... 
!'?h'PU op 4p o( oUtripc 

Jppt 10. 1938 Jip•potpc 
Pr-.1• prloe apread 

.a.o=t of .. tvlll& Percct.ce be'- ,..,. u.,... 
po\ta eghep't4 • exgtern op 4&7 of offtr1M 

~3/41- 'l'l•eu, bollda 19fi8/63 919 17,4 ~ 
1· 1/sf, Troaa, 11ote1 6/1S/~ _B ....aa..ti_ 

1187 ~·~ 

• Two iomea1 3-7/81/. lble 6/115/31& (608 •.11110A) aD4 
3-1/af, \ble 9/115/31& (1579 ailliOD) 

J.lao, ! roaa the aboYe f~•• U call be •- that the abort t ... dab\ 

hat been greatly reduced 'bJ tba two rece11t fiGaDCia&o eo that tba thor \ 

tan. marlaot 11 110'1' 111 a poai t i on to ... uT a beorb qui te a l arp ilona. 

J.tt.acbad it a tallle 8howiAC the poaoibil1Uea diocu.ooed u well aa 

antral othera, 11' U 1a ~14 a4noab1a to ramaill in tba aedi• tem 

field our prefere1101 11 a a-6/81/. bond dated l9D2/D? (1.,19 )'lara). lla.oh 

• bond f1 to i n nq 1licel7 wbareaa &llT a-1/af. bOAd 'IO'Clld fall into a 

btu117 coJICeoted ana. ..,.,,,. 
Tho 1-1/~ Treaouq notea ~· 3/lS/39 are cazrctlJ qmoted 101.16 

bid, 101.18 atbd, which h a prlc• 1 poillt 14/32r>IU abon a lao 711141 

boob, 
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loU..te4 Ill.41cate4 

~ulb1ll\1ao Merk!' Jt!i• Pralw 

g&: 

1-1/ef. duo 12/16/43 (15 7earo) .97 ~ 3/4 polA\ 
1.00 ~ 1'i/32Ab 

1-1M due 12/16/43 (6 7earo) . 97 ~ 1 3/8 polA\o 
1.00 ~ 1 pt. 7 /32:1J4o 

iQE!j; 

?rl/'4 1950/63 (1~15 rear•> 2.38 1 1/4 poiDh 

?rl/2/> 1951/63 (13-15 Je&rl ) 2.36 1 /a'· l5/32Db 
2.42 7 8 polA\ 

?r5/t1f, 1952/57 (1.,.19 Jlaro) 2.1!0 1 pt. l5/32Db 

?r5/Bfo 1953/57 (15-19 Jl&rl) 2.62 1 pt. 10f32DU 

'.)-3/4~ 1963/68 (25-30 Je&rl) 2.67 1 1/2 polAtl 
2.64 2 pointo 

?r3/4'/> 1968/68 (3>-30 7•&r•) 2.615 1 1/2 pointo 
2.63 1 7/8 poinh 

!lo~tl For 11101~ of t M iowea two u,rlcot balll are j!l.Yan. 'I'M !ira\ 

l a q.ll to a conoanatiYa aotiaa\a and t he a ac011d 11 tM baoio on which 
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TREASURY DEPARTMENT 

INTRIIt 01'1'1Ca COMMUNICATlON 

Secratarr Worgactb&n 

11. A. Barrh 
I. H. Ht.dlq 

4tJ.-

A Sl¥trt lain of tht U. s, Ogyenagt 

Stcur1 R Mark!' 4w1M th• Pyt ,., 

In rtew of thAI 1arpal141n& !rea.....,. t1nancillc, the onq alpitica~~t 
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clwlgeo in go.,.l'DIIIact aecuri u .. durllll: the paat weak .,.r• aarkd cu!Jue~ 

::onh in anticipation or Dft '!'rea.....,. ortaringa. 

llarbt actin tT •• ecaparathalT light altbcugb tbore .,, .. , ... 

port folio ad.juotmaDtl b;r b&nko and otluor iD ... ItOro 1DT01TiJ>C aalll of 

intomedlat l a:od long hl'll bondo 1n aDticipation or a pooolble now houe 

of ol::Uar maturi \7. !luore wao alao ocae ertdance of u cb•ngiag Ball 

101ounh of loJ>C h:na boncl.o tor thAI W&rcb 115 , 1939 net .. ( 1rigbto 1 ) aa 

woll ao outright purcbaoeo of Ulooe notee. :BaAk d_,d for the longer 

notea appeara4 d>!.r1ng the latter part of tbe wHlc. 

The price of the •richh' oloae4 thAI waelt at 101 1/2 b14, 4owa • 

l/l6tb for tbe period. 

Price changeo of 'l'raa.....,. laiiUia nrie4 w1 th the 41rterent .. tuz-. 

ltiu. Sbort hDI bolide were vncb•npd t o 1/16 th "PI 11141• tara boll4e 

n ro u.nch&nged; wbile lOI!f oena bo11d1 were don 3 to 6/32ncl.o. .!!!!!!!!. 

notoa 'I'IJ'I Wlcballge4 to 1/lt.th down; 11141• nctaa (1-3 ;raart) were up 

l &n4 2/32ncl.o: 11b1la lo¥ ncteo (3-6 ,.are) were up 1/ Uh point. 

Ouarmtead h!!!!t were about uncballpd on the aTerece. .6.1 a malt of 
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lhoU price dwlpo, \be annoce pria. of \GMe oeUabla or -tv.rizlc 
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after 8 710&1"1 cloold \be - k 1/8\h poLat lowr u4 aboll.t 5/8~ poLat 

below the October 36 hlp pobot frca 'lhleh \he prllellt 41ol1ne orlCllll\14, 

ptelen' Portfoli o• 

n.a1ers' ho141.aga were lower at \be end. of \he 1rllk 'b7 $11. 15 llill1on. 

0ownor, the cbaJlce •• of no particular a1p1tiCIIICe other than a ,.... 

c!u<:Uon of $4 llilllon in not11 -tur~ w1 thi.n 1 fi&ZO, !hie parU calar 

c~e waa probebl7 the rewl t of cont1nu1~~g cuataoer intereat i n the 

•rl&hh•. !let pol l tiona i n all claleif1cat10Jll of 1u uu, ue10pt tha 

1 ~er not eo , contilruea wer, low, Bon4 and loacer nota hol41n&1 han belli 

reduced t o a bare adllUnD i n apparent axpectaUOJl of an 1Dcraa .. rewl til>C 

(in lll11li011a of dollar I) 

Bo1diJ>Ca 
J!OY, 1? 

TrltiUr)' bonda 
!rea111r7 notae (1 71ar) 
free lUI')' notae (1-6 11"1· ) 
TraeiW')' billa 
H. 0. L. C. bonda 
F. r. u. c. bondl 

•• 8 
56, !1 
1,0 

16, 8 
1 •• 

_y 
116.1 

lp S!ca.dV I•mt• 

Bo1d1J>ca 
JOY, .af 

15,0 
52,7 
1.1 

12. 8 
- 1 •• 

_],.,! 
73.6 

'?!' AU 

• 0. 2 
- 4.2 
• 0.1 
- 4.0 
- 2.8 
- 0 .8 
- 11.8 

J'our corporate bond hw.e were eold pr1Tatel7 laat nek to 

1nru.ranee c<apan111 totaliDC $1111 llillion, of which $5".1 111111on •• for 

. ... capital , lluaic1pa1 bond. a•rd• reported 80Utad to ta:s.• ai1Uoa. 

'l'ha Public Semce ~ of Colorado tilld laat 1rllk eta-t e 

••••nac $40,000,000 11- fin\ ... rtc-ce 'boll4ll , c1n.1 19631 $10 ,000,000 

hllle •11lk1ac fund cleblntv.ree, c1n.1 U.S, and 50,000 ahana of ~Un 

!lrst Pl"lferre4 e\ook. !bie 1a La a441tl01l \o \be pro10p10UT1 ll-

1hted 1n lal\ - k 'a -oii8A4Da. 
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CorpopH Boa4 Mfrb\ 

Prices of both h1F cd •edl- grdo oorporat. 1oolldo 4r1t~l4 
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lower durlJ>g tho 1rMk 111 c:on\1JruaUo11 ot tho dool1Jio o\or~Uig llo-...Hr 12. 

woo4l' ' • All average oloaod 3/Btho poi11t below that date w1th about 1/4 

pol.ct drop \b1 a ""lc, while tho B.U anrago was 3/4 po1n\ below lllo••ber 12, 

~·~ loot 1/4 point thh ,. .. lc. ActhH7 conUnuod U&ht. '!'be groa~oa\ 

weolalou na s hown 1JI mldilD cd epecal&\ho grade. rnUo, In\tlla\r1t.l 

lu\let showed 1111xl4 tendonc1oe, utili ties were 111&c\ho, "hlle the foreign 

bon4 market con \1zmed dull wHh a ganorall;y lo,.or \ondoliCJ. 

leder!l Rtaerre Sretw MeOUDt 

Tla only tronaoction clurillg tho week 1n.-ohod tho rod•p tion of 

$44 ,950, 000 maturing 1'roatur7 billa and their roplacCII1t 111 tho urlclt 

by purchaae ot $44,300,000 nn b1lll maturing lobNA1'7 23, 1939 and 

$650 ,000 billa maturing Jobruar;y 15, 1939. 

Tr•!Ufl In•ee1ilpnt Acooup\ 

'!be oDl;y t1'811e&Ction 1JI the. l!n York aaarklt tor !roaiJIU7 1n'flalaODt 

a CCO\Ult was the purchase of $100,000 2 3/4/fo 1'r ... IJIU7 bonde of 1958/63 tor 

the U. S. Housing J.uthor1 q-. A turtht.r i .n'flat.mont of $1,900,000 na aado 

for the account of tho 11. S. Goni'Dllont Lito Inaurt.J>Ce Jlui4.1JI 2f> apec:1t.l 

>year 'l'reaou.r;y no~oo, bringl.Jig tho t otal holding& of Go'flnaont .Lito 111 

~heoe opeclal n.o\oo to $3,800,000. 
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NoYember 28, 1 9~ 

(HW,Jr to Mr. Hanes, Mr. Oliphant, Mr. McReynolds and Mr. 
Oaaton.) 

HM.Jr: Somebody is going to be smart enough to 
have an answer to this barter trading. It we are told 
that Ruaeia baa •x• million tone or manganese that she 
haa to sell and we ea;r tP&t we will not trade with her, 
aooeone alae will. The trouble with Starling ia that 
England has leas and lese people to do business with. 
le han one-third or tha people to trade with, Sterling 
has one-tnlrd, and barter, one-third. 

Take these oountriea. Why don't they organi~e 
a purchasing organl~ation in the United Btatea with head­
quarter& here, so that it they want to buy locomotiYea, 
instead or having oompeti tion alJ,.J)}'er the lot they oan 
do 1t. We will help t hem tradj'~~~ get good prices. 

When I came to Farm Credit, they had 1100,000 , 000 
worth or merohandiae and eYerybody in the Farm Board waa 
trained to buy , not to sell. We got Ed Baboook to coma 
down tor three months and all he did wae .ull. ,Wl, and 
in that r1ae or 19~~ we sold eYerything. 

We need a man ~ke Ed Babcock, who haa courage, 
backbone and intelligence. or oourae, Ed Babcock'• 
trdning 1a agricultural. The way the thing ia written, 
our trade ia just going to shrink and shrink. We JWat 
out-trade aYerybody else. I haYa come to t hat oonolu­
aicn , and 1t anybody puts atones around my neck I will 
Juat exclude them trom my oonterencee. I don't want 
anybody to tell me we can't do this and we can't do that, 
becauae it ia too good tor the Uni t ed States. As the 
Sterling area and the Dollar area ahr1nk, our world'• 
commerce shrinka. What a.re we going to do about it? 

Do you suppose that I could ge t "Baail Harris to 
come down tor three months and see it he can eat up an 
organization that will trade anything with &n7bod71 For 
inst ance, it Argentina needa 16,000 ,000 worth or locomo­
tiYea and Portugal wante to build bridgee, we will be 
able to build the bridges and we will eell them the lo­
cooot1Ye1. 

I 

I 
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I read a •ery intelligent repOrt on Brfzil bJ 
Thomson or t h e Foreign PolicJ Association. t ia a 
private report . Moat interesting! He 18 now w1 th the 
State Department. 

President Vargae, or Brazil, ie Juet aa much a dic-
tator e.e anybody else. I am not going to say that I will 
not do business with him because he is a dictator. The 
taGt remains that these are dictator oountriee , but I want 
to do business with them on any bae1a as long aa the United 
States gets just a little bit more t::tan t h e other fellow. 
I unt 51~ tor the United States. 

It wPwa1t until Hull does it, we are Just going to 
go through another 19~1-19~2. I need an Ed Babcock , who, 
aa I have Just said, 11 an agricultural merohandieer and 
I cannot use him on thie, but I want someone who knowe how 
to trade. I think Bu11 Harril 1a our man. 

Does what I say make eenseY Baeil Harris ie in 
the shipping business and his business ia going to grow 
leaa and lese, a nd we will have to subsidize our shipping 
Gompaniee more and more. I want him to come down, but I 
want t o olear it ~iret with the President. 

I want a national aal ee orga nization. t.erJbodJ 
1a outsmarting ua. When we atop selling cotton to Germ&nJ 
I •ant an answer as t o where we will sell our cotton. AI 
world trade slips , Sterling ia going to go down and down. 
The answer ia a fellow like Barrie -- who likes me and I 
like him -- and it he doee a Job t or me, hie ahipping busi­
ness will bene!i t by it. 

Kennedy oalla up Arthur Krock, who calla up Julius 
Adler: "Can't you atop the Jews !rom oritioizing Chamber­
l81n in America, beoauae Ch&JDberla1n wants to ride back 
into tar or bJ doi~ s omething t or the Jewa. 1 Cbamberla1n 
1a ·t hrough and Deladier 1a through. Nobody 11 doing a nJ 
thinking, I want t h e President to say, •o. K. 1 We are 
not eo well on our way t o recovery that we oan throw away 
$5 ,000,000 worth or looa-otiYes. It GermaDJ giYea them 
tour years, we will giYe them tive Jears. We ehould al-
ways go the other oountr1ea one better. 

Harris was willing to come down when he thought we 

• 
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were going to have a war. fell, we are in a war now. 
'lfe ought to wipe ott England and franoe now. 

Aelt 8a&1l Harr1e if he oan come down and lunch 
wi t h me t omorrow. I want to have a talk with h1a. 
Germany ia outsmarting ua every day. It' • Juet a waste 
or my time to worry, from minute to minute, what the 
Pound will be. It the President ie willing to back 
Baa11 Harrie, he haa to be willing t o take a l1ok1ng fro• 
a lot of people once he coaee down here. 

Th1e thing 111 a oreeping paralJe1a. 
know it until it ie too late. 

They will not 

168 
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T REASURY DEPARTMENT 169 
INTER OFFICI£ COMMUNICATION 

DATil 

CONJ'Il)U'l'IAL 

NoYeaber 28, 1938 

'"'"' 
SubJtot: The B eineu Situation, 

Week ending NoYeaber 26, 1938. 

Oonolue1one 

(1) 
Induetr1al. p roduc tion ourrentl7 ie at a leYel ot about 100, i n terme ot the 1I'RB index, and .. 7 u:oeed that 1eYe1 before the end of the )"ear. Buetneu opt1111em OTer the out­look tor uninterrupted illproTeaent i nto 1939 ha.e been tempered, howen r, b7 recent deTe1opmente, wbioh include: (1 ) Further declines i n ater1ing and other foreign currenoiee, and un!aYorab1e political deTelopaente abroad, wh1oh haTe now centered public attention on the poee1b1lit7 that the f oreign a1tue tion IDA)" proYe a handicap to turther reooTery in th1e ccuntl')'; (2) a deol1n1ng tendeno)" i n .. our1t7 and oouod1t)" \)rioea, which ehowe no definite eigne of ooain.g to an end; (3) a aet back in eteel operation• during the current week. 

(2) 

We see no ·eTidenoe of mala4Juet11ente in the doaeetio a1tua tion wh1oh aight warrant t he expectation of aore tban a minor setback in bueineu aotiY1t7 during earl)" 1939· On the contrary, production hae apparentl7 not 7et tul17 reccnred t o the leTel ot demand, and dea.and 1teelt 1a ahow1ng a tendenc7 to improTe. P'aTorable oondi t1one in th1e country may, howenr, be parti all7 nul1itied b7 weakneu in the fOreign ei tuation. 

'l'he general bueineea picture 

Though eeuonal17 att eoted b)" the 'l'hankegi rtng hol1da7 • bueineu actiYit)" on an adJueted bad e oont1nuee t o impron. Actin ty i n Tarioue 1nduetr1ee noraall7 beg1De to elacke n t.fter the aiddle ot Nonaber. '1'h1e )"ear the elaokening 
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Disquieting news from abroad is oited as a faotor in 
the recent stock market setback. The Wall Street Journal 
menuons th11t 'Bullish operations (in the stook market) were 
~atrained by t h e depressing nature of tbe foreign news . 
!he alunping pound bas been a drag on oommodi ty p rices, and 
tM ruriher sag in that currency yesterday pulled against our 
etook market 's effort to i mprove. Condi tiona in France also 
were rar from reassuring. • 
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Foreign business statistics coming to band, on the 
contrary, have tumed somewhat more favorable. Reuter's index 
or 1ensiti ve commodity p rices in Great Bri taln baa begun to 
tum upward. Business activity increased du ring Sep tember in 
Great Brltaln , Canada, end the Scandinavian countries. The 
1-point ri se in the relatively stable Eoonomiet index for 
Grest Britain in Sep tember, seasonally a dJusted, waa largely 
caused by a higher volume of exports of manufactured products, 
•1th glll !ls also recorded i n coal and el e c tricity consumption , 
co~rcial mo t o rs in use , postal receipts , and bank clearings. 

Steel output in Great Bri taln during October, according 
tc the Iron Age, showed an increase of 13. ~ per cent over 
September, a greater increa se than any other recorded during 
t~t period over the past t en years. The October output, 
~•e•er, wa s 2~. 6 below that in October 1937. I t is reported 
tMt the improvement in the iron and steel marke t is being 
ulntalned a nd tha t business is now expanding in p ractically 
dl depar tments. \Vhile the October i ncrease rep re sented 
~1nly commercial buying, the accelerated armament program 
1e expected to influence t h e figurs e for November and subse­
ouent mont hs . 

The stock price eituati on 

1\'hlle etoo!t price indexes during t h e past t wo weeks have 
loat all the gains made since the middle of October, the fact 
that s tock prices have maintained a oonservati ve trend since 
early October, while buaine 88 a ctivity was making rapi d gains • 
l~uld serve a s some measure or protec tion againet extensive 
declines. 

In Chert 2 we s how the trend of industrial s tock p rices 
by quarters over a period of years in oomperieon with the rRB 
index of induetrial- production. It will be noted that the 
tllarp upt urn in bua1nese aot1v1ty ao far during the last 
quar t er of t he year hae been reflected only slightly in the 
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I toot prioe index. In paet rears, when etoolt priou on th11 
obart have been low in relation to bueineu ao t1w1ty , they 
han been little atteoted b7 hllpOral'J buaineu eetbaoke. 
rue wu eepeoiall7 noticeable in 1924, 1927, and 1934. 

Steel ordere and operatione l ower 

A alight deol1ne i n the r ate or s teel operations thie 
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week, not related to the Thanlug1rtng hol1daJ, prortdu the 
firet indication that the operating rate tor the induetrr 
·~be nee.r its year-end peak. The awerage rate tor the 
industry was reduced to 61.9 per oent or o apaoi tr, a• ooapared 
with 62.6 last weelr.. Trade expeotationa are that the rate will 
bold around current lenle until the end or the year, wb.ioh 
would be better than the ueual uaeonal trend. 

New ateel ordere t or tbl week ended lfoweaber 17, a e 
reported by the U. S. Steel Corporation, decl ined to the 
equ1nlent or 54 per oent or oapao1t7 . Th11 oo11paree with 
62 per oent the prertoue week , and with a recent high or 71 
per oent. Total s teel order boolt1nge in Non aber, according \ 
to the magazine St eel , appear l1ltel7 to t all below the 
October volume , 

\th1le estimated auto110b1le output thie week was reduced 
by the holiday to 84, 930 unite, oollparing with 96,735 unite 
laet week, the anrage da117 r ate reached a new high t o r the 
rear , Next week is expected b7 the trade to eee the first 
100,000 uni t output or 1938, atter wh1oh a len lling out ot 
product i on i e looked t or . The baoltloge or order• tor aoet 
aa.nutaoturere are said to equal t our weeks' out put or better, 
which would i nsure a relat1wel 7 high production during the 
winter monthe , 

Production or non-durable goode lower 

The production or non- durable goode, 'llhioh led the up­
turn in the summer or 1938, reaohed a peak or aotirt t7 1n 
August e.nd hae t urned downward in September and October. 
!be fe.ll r1u hae theref ore , t o a l .arge extent, b11n oon­
oentrated 1n durable goode, largal7 eteel and autoaobllee. 

In Chart 3 we lhow production i ndexll tor the two groupe 
tor the periolrtroa Janual'J 1937 to date , With ee1eoted ooa­
ponente or each group, fhe decline ainoe AUgUet in the pro­
duction or textilee, leather products, an4 tobaooo produote 
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1s particularly noticeable . During a general business recovery, 
a second advance in non-durable goods production often oocura 
after paYroll s and oonaumer demand have been raised to a higher 
level by an increased output ot durable goods. Some evidence ot 
an i mpending upturn in textile activitr has already appeared. 

No lllaladJustments have yet anneared 

While a temporary setback in business activity during 
the early part of 1939 would not be surprising, no economic 
maladJustments in the war ot excessive production or specula­
tive buying, which might indicate that bueinees currently was 
borrowing from the future, have eo tar appee..red. Industrial 
production, on the contrary, has not yet tully recovered to the 
estimated demand level, and demand is showing a tendency to 
improve with rising payrolls and increased industrial require­
ments. Under such conditione, any setback i n business activity 
or more than a temporary nature cannot be anticipated, except 
as s result of some outside influence such as t he unfavorable 
foreign ei tuation. 

Current business news 

The trend ot new orders during November has been downward 
si nce the first week of the month, due at least in part to 
seasonal intluencea. As shown in Chart 4, textile orders were 
the onlr one ot the t hree maJor groupe to improve during the 
third week ot November. 

The New York Times index tor the week ended November 19 
rose 2. 8 points to a new high tor the year at 93. 1. All com­
oonente except 1 all other• carload1nga showed substantial 
i!!'lreaaee, t hese being pa.rticularlr pronounced tor cotton mill 
activity, which rose to the highest level since August, tor 
automobile production, and tor lumber pr oduction, and tor 
miscellaneous oarloadings. The automobile and steel figures 
show further increases tor the following week. 

The BLS i ndex of factory payrolls (unadJusted) increased 
to 83.7 during October, which comparee with 81,0 in September 
end a low ot 70, 6 in .July. While the i ncrease seems moderate 

• I 

in comparison w1 th the ~pofn~ rise 1n the index ot industrial 
production, it conforms to our expectations, owing to a tendencr 
for payrolls to lag about one month behind production. The 
moderate parroll inoreaee in October should be related to the 
small (2-point) riae in industrial production t or the previous 
month, A more substantial gain should appear 1n November parrolle. 
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promisee to be leee than ueual, wh1oh Will regieter ae 
further gaine in the lea•onally-adJu•ted indexee. The 
October rRB index ha1 been r eYiled upward to 96, and the 
November index is expected by the Federal ReeerYe Board to 
equal or exceed 100. Statietioiane ot the Board, ott the 
record, expsot tbe Dioember index to be about 105, wh1oh 
would be at the aYerage leYel ot the year 1936. 

Looking forward into 1939, bueinese sentiment hae 
modified its expeotatione somewhat in rtew ot recent denlop­
ments. Some eetbaok in early 1939, representing a more or 
lees normal reaction after eeYen monthe ot uninterrupted 
bueineee r i ee, appeare now to be rather generally expected. 
This fe eling hae been etrengthened by the decline in 1eourity 
prloes ot the past two weeke , by pronouno1d weakneee in 
foreign currenciee, by reports ot a falling ott in new eteel 
orders , and by eome eetbaok in the rate ot eteel operatione. 

There ie reaeon t or expecting that the eeaeonally­
adJueted FRS index will decline i n January, owing to the 
faot that the uaeonal taotor used tor adJueting iron and 

173 

steel output hae not been changed to conform with the new ' 
automobile aeaeon introduced in 1935· Th1e was at least 
partlr r eeponaible tor a 4-point drop in the FRB index from 
December to January in 1935-36, and tor a 7-point drop in 
1936-37. The known etteot ot au tomobile buying in etimulating 
eteel aotirtty during the laet quarter ot the current year adde 
weight to the possi bi l i ty ot eome eetback in the adJusted rRB 
index during January. 

Conflicting f oreign intluenoea 

The attention ot bueiness ie now being directed mora appre­
hend vely toward world aoonomio oond1 tiona ae a taotor in the 
1939 bueinee• outlook, With the recent pronounced weakneae in 
sterl ing (See Chart 1) attracting untaYOrable ooament. In aome 
quarters it wae belieYed that eome informal arrangement to 
prevent further deolinee in eterling had probably accompanied 
the Anglo-American trade paot. Otherwiae, ae lloody'e InYeators ' 
Service commented at the time ot the announcement, •a declining 
rate tor eterl1ng would haYe meant pr1oe uneettlement in the 
co~odity markete, wh1oh would obYiouely not be a taYGrable 
factor from the ooint ot rtew ot indu1try generally am the 
etook market•. The t r end ot the eeneitiYe Dow-Jonee tuturee 
index (ebown on the obart) hae been downward Iince the middle 
ot t he month. 

• 
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HUJr: Hello. 

Operator: Kr. Wellee. 

HUJr: Hello. 
sumner 
lellea: Hello, yea. 

., , ,. 

Woveaber 28, 1.1138. 
&:~ p . a. 

HUJr: I had eome good newe eo I thought I might paae it 
along. 

1: I'm delighted to hear good new•, Henry, at any Uae . 

HUJr: I don 't know whether they've kept you tnroraed ot _, 
talks with Bewley. 

1: No. 

KUJr: Financial attache ot Great Britain. 

177 

1: No. 

Hl!Jr: Well you know I've llleen - eeen him twice and I've been \ 
putting the preaeure on. 

1: Yee. 

HUJr: See, and I couldn't eit here and see this thing elide, 
and today sterling want up two and a halt pointe on 
ita own. 

1: Yee. 

HUJr: Went up to above 4 .<15. 

'1: Yea . 

HUJr: And then the Bank ot England. They were - the u.rket waa 
short on a hundred and fifty million dollara and they've 
decided to oall it in. 

W: Yea. 

IIIIJr: And the other thing, the Engl1ah banke have been lend1n8 
money to epeoulatore to buy forward gold and they've 
etopped that. 

1: y ea . 
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Jl].IJr: 

If: 

HlJJr: 

W: 

Hl.!Jr: 

r: 

HUJr: 

r: 

HJ4Jr: 

W: 

HI.!Jr: 

W: 

H!.!Jr: 

,. 
ICIJr: 

#' ,. , 

:O.i 8 
- 2-

so evidently tor one reaeon or other they are taking 
aotion although th•y said they oouldn •t.. 

Yea. 

And the result ia all to the good. Now 1t only may be 
tor one day, but at least it's one day to the good. 

I think that • s . . 

And I've been worried siolt over the thing as I ·aaw it 
go down, down, down. 

That's very - very encouraging. 

And wi th - it looked as though there was no bottom t o 
it and I wanted to give it to you. 

The British Ambassador ie sitting with me now. 

Right.. 

And, are you going to be in your ot!ice a little while1 

Well , why do you want to talk to me? 

Yea, there are one or two things I wante~ to ask you. 

How long are you going to be at your ott1ce1 

Well, I ' ll be here until after seven. 

I wae going home, but I got a Wh1t.e Rouse phone and I ' ll 
call you when I get home. How'e that? 

W· Fine. Let me know when you get back. 

~UJr: And I've talked to Uagill too. 

W: He told me. 

HliJr: Ri.ght. 

W: And ha said he'd give me a definite reply 1n the 
morning. 

ICIJr: I ' ll call you on the White House phone when I get boae. 

,. 
HllJr: 
W: 

Thank you very much. 

Right., 
Goodbye. 
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!IE STERLING EXCBAllGE RATE loveaber 29, 19) 8. 
10 :15 a . m. 

Present: ll.r. Ba.nes 
Mr. Taylor 

B.li.Jr : 

J.lr . Butterworth 
Ur . Vlhi te 
lair. Lochhead 
J.lr . Stewart 
Mr. Warren 
Mr. Williams 
Mr. Goldenweiser 

I think we might start, wnile I'm waiting for Harry 
White - he ' s got a memo - we can tell you what 's 
going on. 

You people all can read the papers and see what ' s 
going on; ana what .ve were doing here was to hang 
on wi t h our teeth and grin until Mr. Hull got his 
trade treaty s igned. Vie didn ' t want to do anything 
that in any way would embarrass him in that proposal. 

1'/e di d, as you people know, decide we'd use the tri­
partite a s a device r a ther t han the trade treaty, 
let the trade treaty thing go through a s is, and 
with the hope that after deciding that the thing 
would improve. Everybody was very much disappoint ed 
that it didn •t. 

The British were mor e or less put on notice three or 
f our days in advance bow we f elt by Mr. Sayre, so 
there is no doubt i n t heir mind where we stand. And 
then when I asked you to come down on Sunday - I mean 
the thing Just seemed to be getting wor se and there 
Just didn ' t seem to be anr bott om. And I 1m particu­
l arly disturbed because I thi nk the one soft spot and 
the spot we have t o worry about in our own recovery 
picture is commodities and s t erling . And ther e Just 
didn't seem to be any bottom. 

We sent another message l as t week to them, simply 
taking the position thLt we are disturbed. We saw 
t hem again yesterday or day before and again told 
them. I sai d that I Just can ' t s it here and take 
it and not do something , because Congress is coming 
on and there ere already started rumors on further 
devaluation. I said, "I haven ' t got any suggestion 
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to make today" - that was yesterday - because I ' m 
not going to make a suggestion or make a threat 
unless I ;mow where I'm going to l and if they ca ll 
my bluff . 

J:lut the whole purpose of t he conversa tion was to 
let them ,cnov.- that we couldn' t - and then I told 
them that certainly all t hrough the Wunich epi sode 
11hat hap,:>ened, and up to a 11eek ago or so, or the 
lt.st fe.v days, I nad felt tht. t the British Treasury 
~ES doing everything tna t t ney could, Lnd that - but 
tnen l&st O'eeK tney only begl'n t og ive up hElf as 
much gola as was necessary, which Just aggr ava ted 
tne situEtion ~nd didn't help it. And I kept saying 
t o tnem th~t toe t~o Treasuries ought to be smart 
enough to lick this thing . But I didn ' t make any 
concrete suggestion and I haven' t made any threats . 
I mean the conversation ha s al l been amicable up to 
this stage . But I did let them know I was worried -
damn Norried . 

· .. ell, yesterdar the thing took for one day a turn fo r 
the better . And explain to these gentlemen techni­
ct.lly what happened yesterday , Archie, so t hey get it . 

The b~UK of ~ogland auvi sed yesterday that their 
short position in dollars for December amounted to 
150 million; they baa been considering whether or 
not toey would push on that positi:-n, s wap it out, 
t o a furtner m:>nth, or 'A'hGth€r tiley 1\0uld close it 
out in December; they had decided to close it out 
in December, ~nd were ~oing t o ship enough gold to 
meet those dollar re~uirements . The thought was that 
tn. t woula cause a shortage of sterling in the London 
m: rket and they i\'Ould be nble to s -.ueeze these people 
tha t were shor t on s terling . 

Secondly , they have called bll the London clearing 
house banks in and had gotten them to agr ee not to 
finance for11ar d exchnnge ; &nd s econdl y , not to finance 
gold purchases . They had just called them in yester ­
aay, and they f elt that that would al so, of cours e, 
technically help the situation . 

They stated that we ' re get ting official advice of 
that . That was Just e telephone call . So f ar t her e ' s 
been no cocment in the market, but it is probably due 
to come out in a day or t wo . But of course t ha t 

\ 
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doesn't cover t he other private banks i n London, 
but the general i dea would be that t hey follow 
al ong pr etty genera lly whnt the clearing house 
banks do . 

183 

When White comes i n, we 1 ll have a lis t of poss i­
biliti es that we mi ght do, tha t I want to have you 
fellows chew over. But the frame of mind t ha t I am 
in is , I 11ant t o do somet hing , I know I've got to do 
something, and I' d like to do something that is 
sense and not j ust for tod~y or tomor r ow. And I 
Nent to do it before Congress makes me do so~ething 
foolish, becaus e they 1 r e saying this mor !llng here - I 
dor.' t thin4! any but a very small group a;:>pr eci a te what 
they have D£d i n ~ stable dollar for four year s , but 
tney 1 11 appr.,cit::te it like nell the minute they lose 
it . I mean it ' s sometning t hey have jus t t aken f or 
e r ant cd , but t ake i t away f r om them and give them a 
flo~ ting dollE.r and I think t aey •ll ap;>reci a t e v ery 
<1uickly what they 1 ve had for the l ast four year s . 

Now, I look a t this thing f r om wha t I think i s a 
br oader viewpoint, and that i s t his: t ha t r oughly, 
I t hirut , sterling areo does obout u third of t he 
world ' s business; the blocked currency countries do 
ab~ut a t nir d ; a nd Ne do about u third . And the way 
the thing is goiQ6 , I think that the s ter ling ar ea 
is going to do l ess , I think tn~t ther ef ore we 111 
oo le~s, t nd I t hinK the blocked currency countries 
are steadi ly i ncr easing . 

.:.nd ever ybody i n this count ry i s a ll e xcited about 
the Ger man planes . They suddenly 'Hake u;> to s f~ec t 
which, if ~body travels in Ger many, t hey could 
nave seen or been a ware of. But now we're al l 
11orr ied obout t heir factor ies ~>nd ever ything el se, 
t a l ki ng of s pending a billion dollars t o meet these 
?l anes which may or may not ever come over here. 
}ju t per sonally I think the trade situation, as far as 
t h.;ir own country i s concerned, is f ar more critical 
uno. t lley are s pending mor e money, or a t leas t as 
to get tneir trade end bold it, and we're not doing 
anything t o meet t h&t competition, which I thi nk is 
licking us all over the wor ld . And as it continues 
t o groN ~d lick us , suddenly somebody Nakes up and 
s~ys , "Oh my heavens , look e t this va s t or ganiza tion 
tru t Ger many nas, as Nell as I t aly and J apan. Ne j ust 
have t o do s omethi ng.• 

\ 
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I just don ' t want to sit here and not do something. 
I think it' s a f ar greater menace to America than 
the airplanes - everything I S&Y here is in this 
r oom - because this is something we' r e feeling today , 
which is licking us today . The plene situation we 
Jnay or may not have to meet, but the trade one we 
have, and they're beating us at this business every 
single day, and as they do, our business is go tng to 
snrilll( and sterling i s going to go down, what we 
going to do about it, just sit llere? 

~o.1, tnv.t•s - t nat• s tn& 'O':ay I see it, and I -I 
don' t knoa anything &S far as t ois Administra t i on i s 
c~ncerned which is mor e serious . And I don't want 
to be in tnis ch&ir and see us go through another , Jl 
Lnu 1)2 . I mean tha t must - I wasn' t- thEt must have 
crept up on us, Lnn some people realized it, undoubt­
euly , 1m i le we were in it . .'/e look b<~Ck on it now end 
the picture is clear, but I wonder how rnany people 
r eali ze .vn .. t vta s h!!ppening t o us in 1Jl and 1 )2, how 
mtmy s tudents r ealized in ' .31 or ' J2, di d the public 
generally realize, wh~ t wvs going on? 

No, I tnink ' J2 was the thing thut broke their hearts 
and surprised them. They got ••• 

I mean they didn ' t r ealize t h" t hnglrnd going off 
gold and all the rest of t hat, huh? At the time, 
I mean, big argument, wasn ' t tner e, a s to >~•here toe 
depr ession s t arted and all the r est of it, huh? 
liell, I just don't want to find ourselves slipping 
into thst kind of a situ~ tion again, for different 
re~sons, but a t least losing our ·.orld trade and 
then suddenly waking up and saying, •on my god, we 've 
got to do this or do tha t ,• ond then have all the 
monetary crackpots in Congress getting busy and 
forcing us. I mean tha sign of th~ times is that 
Rene Leon is in town ll gain. 1 mean th~> t 1 s indicative . 
I mean he ' s in circula tion again. Right? I mean 
thbt ' s indicative; he hasn 't been around here for n 
year or t~to . He ' s in circula tion again. It all 
points up. 

Now as I told Bewley, haven't we got enough brains 
in the British Treasury and our o~~ to meet this 
situation? And I'm here t o listen. 

Is the evidence of the snort position pretty large? 

\ 
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Wus t he short position large? 

Nell , the mere f act th&t Lngland is shor t 150 in 

105 

the market indica tes tnut the positi on i s at least 
that large . Now, of course, tne shor t positi on 
exists on the other side . It doesn• t exist on t his 
side, in the sense of & speculator ' s snor t positi on; 
the banks are not short nere and the individuals are 
not snort . However , ther e is no doubt that the com­
mer cial firms a r e short; I meon the people t hat have 
been importing from London buve ceen holding off. 
But t ill. t 1 s just t he r egulcr phenomenon you always 
find ; they &lways bold off .mile the msrket is goi ng 
do\'fll . Of course, it' s h2rd to fi&ure out ho·" much of 
a saortage t h&t is . 

Then c ould you exp&nd a little further on the gold 
shipment arrangements? 

Engl cna some time Lgo sold doll ar s for forward 
delivery . Those contracts are coming due in 
December. I n or der to have the dollars to deliver 
here, they must either send gold over and sell t he 
gold or else they ' ll just ha ve to swap thei r con­
tr~.oc ts for;ts rd again . Now t hey hcve been at times 
dealing in forwar ds and keeping their position 
shifted f or ward all the time . In other words, they 
could just keep shifting the short position forward 
by shifting contrscts. But by making peo;le take up 
the dollars, taey would in effect squeeze the shorts . 
Don ' t lrno11 how effective tht.t >~oula be, but it1 s a 
step 1n t hat direction. 

You mean by not letting t he:D borro"' for the purpose of 
carrying it, they make t hem ship gol d to take their • • •• 

No, the BanK of Lngland has sold tae dollar s . You 
a m~n over in Lonaon has bought dollars from the 
BaDA of ~ngland . The contract is due i n December . 
The Bank of ~ngiand is going to make hi m t ake the 
dollars, and ther efore t he man i n England will have 
to give st erl ing t o the Bonk of ongland i n payment 
for tant and t hat ' s golng to squeeze him, because 
t here is ' not an awful lot of sterling around . Of 
course, t hat for ces t he Bank of England to shi p 
gold over here t o g et the dollars thet they •re 
going to deliver to the man they sold the:D to . 
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I understa nd tha t part o f it. The part I don ' t 
unaerstand - you s a y th~y • re going to discourage 
l ending f or t hat? Tha t one I ' m not clear on. 

'lho se a re two oth!lr 111ethods . 'l:ho. t is , they doni t 
wunt t o finance any f or .var d dealings in e xchang~ , 
und s e condly, t hey ' re going t o ••• 

•.• Lccep t bona fide ones . 

J f cours e, tbey al.vays mL ke ~wances for that. 
.. nd s econa ly, they 110n 1 t allo:. the clearing house 
b&nks - have asked the clea ring hous e banks not to 
l end against gold, which i n my opinion wa s & very 
serious thing tht. t t hey eve r did a llo.7 that. I 
uon 1 t see ho...: any c ountry the. t f igures it • s going 
to stay on the gold sta nda r d can allow banks to 
make l oans on - five an d ten percent loans on 
mar gi n, a nd still stay on the s t a ndard . 

I t isn ' t clear t o me, t ho.>Uilh, bo,; thl' t ' s going to 
s tJ•engthen s ter ling . 

Ho.v it will s trengtllen ste r ling? 

Yes . 

It .fill bring bLc<t gol d . i he o.>nt!s t ht. t nave gold 
.1111 nave t o l1..,u1dt. t e b:>rrow!ng azc. inst gold when 
the lo~ns co:11e ... ue ; tney 1 11 lu. ve t o sell t ne gold . 

Toe tola pr ice l n London Qieht go down ~der t hose 
conJitior.s? 

186 

'l'~e ~ol,, ;>rice might go do•·m if t her e wa s a s bortcge 
v.. !J "' c: r .Ling . 
Tho" Noul d s trengthen sterling . 

l hen th~y •re working three s~uee~es . They ' r e nor«ing 
u s~ueeze by c overing their own short pos i t i on i n 
dollurs; they 're attempting to bring down t he pr ice 
of !!Old by pushing the liquidation of lo&ns aga inst 
so.ld; and th.,y ' re nerrowing the futures m~rket by 
makill8 it more difficult t o s ell futures . 

But ter "orth : The l a tte r isn ' t a s .,ueeze . Tne lett er is a preven­
t1on f or the future . 

Regraded Uclassified



Stewart: 

Williams : 

Lochhead : 

B.II .Jr: 

B1;rorth: 

B.!!. Jr: 

B•wortb: 

B.U. Jr: 

187 

- 7-

But it may narrow the market in the sense it will 
limit the amount of futures. 

Reduces the demand for dollars, doesn't it? 

Yes . 

I think it would be helpful, Butterworth, i f you•d 
take a few minutes and t ell them holY the English 
people feel a bout sterling. 

You mean t he official people? 

They and the ~eople in private finance . 

I saw both Phillips and the people 1n the Treasury 
und Montagu Norman the day I left. I think t hey bot h 
feel th~t st erling ha s become f or the moment a politi­
cal currency and fluctUDtes with the exchange mar­
ket ' s evaluation, whether it be right or wrong, of 
the pros~ects of the British Empire . They think tha t 
they have been going througn a very difficult period, 
which can be compared i n some respects to t he exodus 
of funds in 1931, and that 1t 1 s been conduct ed i n a 
~uch more orderly f a shion . 

~hey believe that they are right in their t actics of 
giving vay to pressure; and Wontagu Norman, for 
instance, particularly insisted tha t he favored 
sudden ~uick and decisive movements to hurt the 
speculat~r, if possible, to keep him uncertain; 
th~; t it would be im~ssible t o peg sterling . Be 
said to peg sterling would be sure death, and even 
to reach agreed limits wttnin which one would l et 
sterling fluctuate - sooner or l ater the market 
would find it out and would t end to increase opera­
tions . 

~<nd be went on, said how right they bad been not to 
stabilize a couple of years ago; that they would 
have been lost if they b.ad. Be inveighed agains t the 
speculator a good deal and said he wanted to burn 
him wnenever he could . ~>nd be also had some harsh 
things to say a bout tne 1.merican brokerage houses 1n 
London who went around t r umping up business . 

'lbo 1 s this? 
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!.lontllgu Nor man. He didn't feel - he said the amount 
of sterl ing in possession o f Bri t i sh subjects thut 
"''d gone ove r wu s inf ini t.esimal , t nd Phillips con­
f irmed t nat s ame view . And they neither one of them 
ex,Jected a lt. r g e movemen t of british funds . They 
both emph.::.sized how much the London money market 
::1 s • for eigner ' s n;. rke t a nd the t t hey had to ,ceep 
it upen; thLt thbt wns wh&t g1 ve l lfe blood t o it; 
th~; foreigner ht.d j)l.:t his money into London because 
he thought it .vLs • sLfe r ep.)s itory, end no?: it Wb.S 
~~lle~ into ~uesti~n bec&us~ people began t o believe 
tu- t ..lunicn ::es nol ._ .-<!ace but " truce, a nd toerefore 
tney nad L r ignt to t ake it out . On tne ot her hLna , 
tnt) ::::.nt~a t o check tru. t :nove.:Jent aS much as ,>ossibl'l . 

hey h::.<.t no.,es tact sterlifl8 l n due cot:.rse - the t every 
t!Je receaes, bat in tnc ru . t u re of tio.les th;. t tn.,y rw ve 
t o c..>me in aga i n, Lnd they hnd hopes tn~. t sterling 
.vould rise . 

They both s a i d thet t hey .(clcomed any sugg estions 
·.m lcil :1e had t o mo ke &nd woulu be only too ~hcl to 
consiaer them . Ano.l Ph illips i n particula r r e ferred 
t o his t &Ht wi th the Secretary e nd nis s tatement a t 
t h<. t t ime , in e a r ly J.ugust , thLt ne f e lt th~ t 4 . SoJ 
.•:oulc! be a stopi)ing ,;oint t'or s t e rliug . He saia he 
t nough t thLt ,as c r e:.soDLble prediction a t tha t time, 
ana tnen ..iunlch ll<.o.l come a na th<l t hr.a chengea t11e 
wnole ,.ieture . But be imJ)lied t he t he s till tnougbt 
4 . JJ Has not ~n unre-.sonable level . 

i.s f Lr , s tne ~ity i s concerned, tney h~ve been bet.rs 
of sterl i ng . There is o good de~l of t~lk ~bout 
bc.l~nce of payments :.n~ :.bout the ex~ort sltu~tion t nd 
increcsed t r xbtion ~ nd retrmt.ment Lna so on, but those 
:. r en ' t tile dynamic f ;;c t or s . People t al k about ther.~, 
but they d on' t believt th~m . I me~n thEt i s n 't t hti 
t n!ng th~ t breetls conviction; t he thing t hn t breeds 
c ;m v icti Jn is tile pol! ticr l ai tuf tion , and they 1 r e al l 
"" tchin& r!i ner ami oll .vu t ching tne so- ca llea yol1cy 
of &..>tJeasemen t . But you cion ' t ge t the i mpr ession tn&t 
tne Brltisn national himsulf i s so concerned about 
111J ~..>untry , about nls currency , the t he is .on the 
,>oint of f l ight . 

;.~· evidence thc.t tne uominions hE. ve snifted a ny 
fw1ds? 
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I haven' t seen any. You know the Iri sh during the 
crisis bought gold and sold their Briti sh s ecurities 
and made a handsome loss on t he transacti on . 

Any estimate of t he amount of these f unds - foreign 
f unds in London that - how big the thing could be? 

No, but I gather tha t Bewley is going t o give us some 
figures on i"hursday or Friday . 

Ther e ' s one otner point, if I'm not going on too long . 
I r ather gather that for the five years when funds 
r.er e coming into London - taat about 40 ,000, 000 pounds 
a year tne British wer e getting in gold which they 
couldn ' t a ccount for in terms of known pot ent ial 
liabilities . I t hink it arises out of the fact, 
we'll s ay, that a Frenchman who bought ster ling -
the bank of Fr ance would r eally earmark so much gold 
for the benefit of the Bank of Lngland; but if t hat 
French national left his funds in the Merchants Bank 
over the end of the month, that woul d be r eported as 
u liability to t he Bank of .ll.nglund· if the next day 
he bought Internatiom.l Nickel or South African gold 
shares, it might not be ceugbt. 

And my sense is thut the British have no real long­
r ange policy; that their policy consists of a series 
of daily improvisations, and tha t in many instances 
t hey haven ' t been a s skillful as we have always been 
led t o believe that they are; t ha t there is a genera~ 
Jittery politics~ atmosphere, and against tha t t hey 
have seen in tbis recent ~ovement more gold moving 
out than there bas been a corresponding r eduction 
in their ~own liabilities. 

And I thiDA one day was awfully symptomatic, which 
was the day that Reynaud ' s decrees came out. They 
lost about ei ght or ten million pounds of gold to 
France . l 'be dol l ar-sterling exchange was compara­
tively quiet, and yet it opened at 4 .74 and closed 
at 4 . 70 J/8 . And wnen I talked to Philli ps about i t , 
it was so obvious they were concerned about their 
loss of gold, and thei r concern about the loss of 
gold found expression in thei r letti ng t he dol lar 
grow strong by over three cents . And I have an i dea 
waon we see Bewley ' s figures , i f t hey ' re up t o d ate, 
we're going to f ind their gold losses per haps heavier 
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than we expect. I think they ' ve been Jittery about 
it. 

It ' s true, isn•t it , that the British Treasury or 
llritish - Bank of England, whichever way - the 
combination - they ' re getting a bad press, aren•t 
they? 

Yos, I think so . 

On l etting the sterling slip. 

Yes, they are, and we ' re gett1"6 a bad press too. 

t. r e we? How? 

B' :rorth: t.no tnht 1 s one of the things that I think we could 
do - is tnzt & very - not infre,1uently after London 
bas closed sterli ng has become even weaker in New 
York, becBQse of the spr ead in the gold buying and 
selling ;>rice that the Bank gives Archie. V/ell, that 
cr en tes t he impression, :rou see - they say, • Well, 
obviously , America doesn t care about sterling depre­
ciation, because t bey on a day wnen unusual conditions 
don't prevail, why, they •re willing to l et sterling, 
after the London control goes out - they 're willing 
to let it slump off another cent." And I personally 
thi~ t hat should be corrected and we should be Lble 
t o narrow those limits tha t they give you so t hat you 
can operate . 

Lochhead: Well, taa t was one of the things I pointed out to 
Bewley in those press comments yesterday, showing 
tha t the sterling bad gone off in t his market point 
by point . I drew his attention to the fact tha t 
this spread - you see, the Bonk of hngl and gives us 
a spread r a te buying and selling, ond what it works 
out is that generally sterling would have to go 
down a full - pretty nearly u cent from the fixing 
price before we would be in a position to go in the 
market and support it . And so if the market has been 
steady over in London and they turn it over at 12 · 
o ' clock if the market goes down we have to watch it 
go down' for a while. I mentioned that to Bewley; it 
was a question whether or not be should take it up 
11ith the Treasury . I didn 1 t tb.ink when you were 
speaking in general broad terms - I thought that was 
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a metter tna t should be corrected t hrough the Bank 
of l:.ngland and the Federal Reserve Bank . 

I pointed out t o Knoke o couple times that I don't 
Nant t o be blamed for that, I ' d like to draw their 
attention to tha t. Be said, "They only los t two 
m!lli~n pounds a day1 so ther ef or e it's bound to 
go down. 11 Be couldn t understand why Butterworth, 
coming b&ck from the other side, would h&ve the 
impressi~n th~t ~e did i t; the market ought t o know 
tha t. I pointed out tl:lll t all the ne .spapers and 
But terNorth and the people in the City don ' t know 
i t, nobody has any conception of it. 

'·ell, .from now on we r efer t hem t o the article in 
r ortune . Have you (Stewart) seen it? 

No. 

I'm going to - I think I could make money selling 
r'ortuoe , if they give me 50 percent commission. 
11ho t'? Haven' t you people s een it? 

J.lr . Butterworth, whet ll'eight do you give to the 
weakness of France? You s a i d this was not British 
money thLt was coming out of London - pr esumably 
continental money. 

Yes . 

And one of the - ho~ much of it would you attribute 
t o inter nul con.flic t i n France, Lnd t he i dea t h& t a 
Ne&A France has gre~ter threa t , let •s say , to England 
t han a str ong Ger many ? 

I think I•J pl ace a part - I shouldn't t hink i t was 
by Ley means t he only consider ation. I mean b~sically 
i t • s ver y true. But t hey hove now gotten in against 
tha t l:.uropean background, wnich is one o.f alarm and 
nervousness; if Bitl er mKkes a speech at Saarbrucken 
or Goebbels makes a s peech and is answered by Winston 
Cnurchill, the m~rket immedia t ely reacts to it. Or 
if t he riots in Pal estine look as though they're 
getting out of control or the J apanese move down 
towar ds Bongkong, oll t hose things immediately pro­
duce a r eaction. But thLt the British er e very con­
cerned ebout the French sit uo tion - yes, quite true. 
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TaKe the ~osition th&t it i s those very reactions -
one mignt ta~e the position th t t it ha s &l ways been 
t aKen i n tecnnica l litert.ture ~n the pr st tha t those 
ve ry r eactions ' r e the unes Nhich t he sto.bili~ation 
f und is su;~osed to be em~loyed for , to serve e s a 
;>r otecti ve device be t ween those pol i t ical occurrences 
unu tnt exch~nge r~te . 

I tnink there is - £5 one of tne Britisn .ITiters put 
it, the ec;ualiza tlon funa w~os , recording t o t he British 
u o.~tnori ties, designed to !.ron vut t.oe fluctUL tions -
".':cl.," tney so.ia, "tne iro n is b&dly in need of 
r~?Lir, bec~use it isn' t ironia; out flu~tuoti~ns." 
_ _, tile c:ere ro.ct y ou uo tu ve ~~litic<.i occurrences 
~n~ thE repercussions a re on toe eY.cnbnge rates 
u~r~l~ !ouicut es tney sre not over Lting t o 9r e vent 
lt . 

That :.e don ' t .:nov. , bUl; •e don ' t thi"" tney have l os t 
n~J t in the l c st t hree .nt>nths - our g uess h: s been -
,,., et.(!ll arrived inaepenaently t. t approximately the 
sa.t! s uess , o. t identict\ l ly tne same guess - t wo hun­
Ci r ud million a oila rs in tne hst thr ee months . !!ow, 
it ru&y be ... 

• 110 hundrca milli~n dolh.rs? 

lwo n...ndr e.:l Jlilli:>n pounds . It mr y be tlu:t it ,;ould 
be ~Uore t lll. n t hat , but I t.m v c. ry, v ery dot:btf.ll about 
it . In f t.ct , I shoul..t bt inclined to s oy tha t ' s & 
c onJcrvLtive e s timute . 

u O.< :llUCll they got l eft ? nbOUt a , •• · 

, bout three &nd u .1t.lf bill lon , three ~ ad t half to 
four billion . 

1ha t •s n ot tne fund , tna t 1 s gold . 

Th!. t I s no t tne f und , t hrt • s t ne fund end the Bank. 

• nut ' s tne BallA of Lnglana v no. th~ fund , it ' s not 

tne fund - "nich is 1m;ortant . It ' s tne fund and 
tne Ba nk . Of cour se, " goou oe~ol of th~t nas gone 

' 
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into boarding , how much I don 1 t know; and whether 
you l'lould want to consider gold that • s b.een hoar ded 
as gold lost to ~ngland - probt bly, but at least 
it ' s of a different order, that is, they might be 
kble to secure control of a portion of it if they 
needed it . 

My impression is tb~t there is as much, if not more, 
gold hoarded in London taan ut tae time tne tripar­
tite WLS sta rted. 

One might hold that that is gold which constitutes a 
secondary line of reserves. 

,uest1on 1s how you get it. If you bid for it in 
the market, that's one t hing; if you merely t s ke 
it cs a reserve, you ' r e comcPndeering it . 

I don't say they woul d, but they could . 

If you did something to induce the holder s of gold 
to s ell t hat a t a r eduction of price, thut would 
help. 

I merely s ay thc t I don ' t know whether we ' re justi­
fied in trea ting gold going into boards identically 
with gold tha t's left the country; there is a differ­
ence . 

Mr . Butterworth, among the Bank and Treasury people 
do ) ou find more or less concern about the loss of 
gold compared with the weakness of sterling? 

Oh, it ' s the gold. 

I t' s the l oss of gold . 

Oh yes . 

Which is the significant thing. 

And tha t ' s wily I think their hand bas shaken on 
occasi on. 

~iell t hen, no.v does tbe betu.vior of the dollar­
sterling rate among these people ~s against tbe 
outside theoretical economist group - do you make 
anytning out of their mind? You speak of the 4 .80; 
but they see this downw&rd drift. Would you say 
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tha t it ' s a thing which tney not only permitted 
but eased wi th r eference to their own pri ce sit ua­
tion, or anyt hing like t hot? Can you read the 
po~i tion well enough? · 

You 're talking about the official mind. 

Yes , the o1"1"ic1al mind. 

I t hink they wanted tog et it down t o uround 4 .80 
because t hey wantea t o cut through the old l esi ons 
of the ol d parity, ~ond t hey di an • t .tent us or the 
.::t r ket or enyboay else t o t h.i rut th& t ·.rs s a bottom, 
because for s ever al year s it had been c bottoQ, ~ith 
~ .J~ or 5.J J e s e t ov. ~o ! think they w&nted that 
end would have liked the little cdvont cge it mi ght 
give thew . But I don 1 t t hink, don ' t believe t ha t 
t here is any general f eellng among the offici als 
tn;.. t E deprec i ation of s t t r ling bel o1·1 t hat point 
is go1116 t o 6 i ve them cn,y t r~<de advantage that 1 s 
W<>rtnwh.l le, or that i t ' s soing t o solve their 
export ~roblem and so on . 

They are r~ ther concerned, I f eel, about the sterling 
ur ea ; it ' s gotten so big, it ' s become a doubl e- edged 
sHar d, and it's tJ little bit unwieldy for t hem when 
you take in not only tho: British .L.mpi r e, with the 
!iOSsible exception of Cannde , which i s midtY&y between, 
but tne ~cakaiDDvicn count ries &nd t he Argentine, 
6nd Fr ance i s no~ par t of the sterling area , and 
J apan; nod then the o t her - the 56nk considers that 
Greece, f or ins tence, a nd •inland t.nd La tvis are 
part of the s terling a rea . J.nd t hen, Hith t he nWDber 
of blocked currencies that ther e are, way, ther e 
l s n' t a g re .. t mf.rket f or Briti sh goods which would 
benefit. 

But the ster ling area is l arger than the ~mpire and 
t he fluctuation of s terling io an evidence of loss 
of political pr estige end is moved by political 
considerations . 1'herefore, t he currency bloc 1s 
a ffected by the political considerati ons of the 
l:.mpire . 

That 's right. 

Is tha t also true of t he City? In the sumDer ther e 
wes some indica tion that the City was not unfriendl)' 
t o a l ower sterling. 
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! don 't thi nk they feel a s s trongly about i t as 
t hLt. I t h i nk a goou meny people hol d t o t he 
of fi cia l vi ew of it. But a gr eat many of them 
associa te a l ower sterling with cer t a i n advan­
t ages . 

I s t m.t a ae.;lining number or incre~tsing number ? 

I a on 1 t t hink 1 t ' s inc1•easing . 

r fet:l tht. t ' s a ve r y strong under s t atement of the 

195 

~~se - I mean & s t t.tement ve r ging on t he opposite side 
o f .lm.t I s hould nold, for tnis r ehson: t ha t either you 
hLve t;, tue toe position that they don ' t under s t and 
completel y waz t tney •r c t alki ng about, which i s 
probebl y t r ue of ~ g r e& t many of t hem, or they do . 

No.1, if you sr;.y t hey underst~ond what they 're t &lki ng 
about, t ney f re,,uent l y say tha t the fundament al 
economi c f a ctors do not. warr c.nt a r a te of ster ling 
at lts pr esent l evel. Now, 1f you push tha t state­
ment b"ck t o i t fi l ogical l ng r eJl ents , break tha t up, 
th~t can mean only t hat their bal ance of payments 
is out of ki l ter - I meu. n from t hei r poi nt o f view, 
t hat' s wha.t t hey ' re r egar d ing . J,nd a fur ther exami na­
tion of t bat would r educe i t to a c1uesti on of an 
altt r a ti;,n in t neir r ecei pt s and payments on current 
account . So tha t , t nough on t he one h& nd they may not 
feel t h<ot ther e is too close t. connection between t he 
st~:rling r a te and t heir ability to get export markets, 
on the othe r nand they speak of t hat f actor which con 
be int e r pr e ted onlY i n t ha t l ight in exactly the s ame 
way t ha t Be•.fley spoke of i t . Be said in the beginning 
of his s t a tement t bbt these ere only psychol ogi ca l 
fac t or s , can be l Lr gel y inter pr e ted in psychological 
ter ms , i f I r emember correctly ; t hen l a t er on, tosa r d 
t he end of his t a l k, he ei t her f or got wha t ne said , or 
didn 1 t f eel it was i mportant , and he sa i d , • This dol'll1-
wurd naovt!ment in ster ling l s t.. reflecti on of fundlimen­
tal economic and politi caltactor s , and it canno t be 
checked by &ny t echnica l devices ." 

Now, wha t do you mean by f undamenta l economic and 
political f actors ? As fa r a s economi c facto r s a r e 
concerned, very definitely 1 t means balance of pay­
ments on current account. 

As I unders t ood Bewley's s t a tement , in the f irst 
per t of i t t hat you 're t a lKing about he wa5 reading 
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f r om the sta tement the British Treusury had 
nutnorlzed him to make; in the s econd pert of 
it he was giving his oNn persona l s=ary of 
lt . 

That ' s possible . 

That ' s right . 

but be had notes; I don •t know . 

196 

hnU his O.tn personal Sumr.lory oYCiS pr Obl bly a C<;uired 
&bout tnree montos Lgo woen ne was there, ~hen t here 
.-;ts :.. gooo deal of t alk :.bout. our purclu.ses havi ng 
fallen off about a hundred milli~n aollars s mont h 
f or five or s ix montos, l nd so on :.. nd so for th, ~nd 
tnere were fund£tJ:ent al econornic f t.ctors t ho t seemed 
t o tnem gooa r e<son for s terling going to the 4 . 80 ' s . 
but as far as their bal ance of payments is concerned, 
I shoul d t nink tna t t ney 1v111 be not less tnan 80 
million pounds short this year end pr obably not mor e \ 
tnan 100 . 

UnfLvor able? 

Unfavorable . 1'hey 1 r e getting .. . 

hxcuse me- tha t ' s on a ccsh lxsis, nas nothing to do 
111 tn s ervices? 

Oh yes, tbat ' s every tiling . Bulance of payments -
not trade, but .(:ayments . 

l'hr. t does no t include - are you i ncluding capital? 

l WhS just coming to tha t. And besides ths t, t hey 're 
getting repayments or amortizati~ns , net r epayments 
of about 70 million h year. 

,•:e estimate t hey •re losing about 20 million dollars a 
month on current account; 25 would be a very, very 
conserva tive estimate; probably closer to 20 mi l lion 
n month on current account. So t ha t from that point 
of v ie.ot one would have t o b e s tretciling a good deal 
t o s~y t hR t tbere is a tremendous pressure agains t 
st~rling on fundamental economic f actors. Yet, you 
go tnrough the pr ess and time end again - not al ... ays , 
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but time and again, there is u r eference t o •or 
cours e, economic factors ere such that any attempt 
to hold s terling at present levels would meet with 
f a ilurt< . 11 Well - I mean tho t 1 s the . , , , 

I'/ ell now, I wasn't giving pr ess opinion. I was 
asked - one - whet wa s t he of f iciul opinion of the 
non-economists, &nd s econdly, whut tne people in 
t ne vity felt - the partners ~nd merchant banking 
and Joint stocKs - and t ha t ' s what I Nos giving . 

I !lee . 

::.., v, tile press i s 1: nor se of &ne t her gar age. 

I was spe&king of t he pr ess and of t neir expl a n&tions . 

The ex~ect~ tion woul a be , fo llowing t nis statement of 
bewley' s that certainly tt hod been both under politi­
cal ' nd economic pressure, thu t the recent and pros- \ 
pective increase in our i mports from the sterling 
ur ea would take off part of the economic pressure . 
I not i ce that since July our imports hllve been 
r ising r a ther b S one Nould expect, und they might 
easily go t o, I suppose, something near er a bal ance 
next year on our end of it. II ell, th& t would take 
off one pressure, wouldn' t it? 

Then thut l ea ves the poli t ical, &na pr obably it is 
an &ll'f ully un!'air question, but do you see anyth.lng 
t ha t wo~d indicate t ha t the pol i tical pr essure on 
s t erli ng ~ght be reduced or t ha t ther e is any 
pr odpect of an apprecia t i on l n British pr estige? 

It is a lmost impossible to pr eaict . 

Of course, you couldn't pr edict it; it would be 
merely "' guess . 

I t hink at t he moment people in Lngl and are going 
througn a s trange psychological stage . Thl¥ are much 
more jittery than the f nets warrant . The main sources 
or fundamental frict ion bet ween Germany and England 
h& ve no~ been r emoved, f rom an immedi ate point of 
view. And if we stay in this high state of ecotionol 
t ension, •h1, undoubtedly, t hey ' re going to create and 
accentuate tae other issues which are below the surf ace . 
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But I don't see any prospect of u war in Europe in 
t ho immedi a te future . 

Could one ask this question possibl y ? Be si gnificant. 
I f the Jomina.nt cause of the outfl ow and the weakness 
in s terling is political, (o) woul d a reducti on -
•·1ould a level of 4 .60 be any less likely to r educe 
sit;nii'icantly t he. out flo11s then would a l evel of 
4 .&0? Tha.t ' s one 4uestion . If not - if, in other 
.1ords, the politic~ol uncerta. i nty will continue, the 
outwat•d flo"s .dll continue, the aownwcrd pr essure 
~n ~terling will continue, tnd if toere is no near 
prospect of t he political situation clearing up 
enough to s ettle tha.t, may not engla.nd be confronted 
.• !to & ver:, difference choice; m;,y she not be con­
fronted wi t h the necessity for exerci sing some super­
vision over those outflorrs of capi tal? 

i:es , ! thJ.nk she may . I don• t thin.< you c an - it ' s 
a s simple as saying whe ther it ' s 4 .80 or 4 .60, beca use \ 
you no t only have t he movement of r efugee funds but 
you like·.dse hot ve t he speculative element end your 
d&y-to- day oper Ltions huve u very important effect on 
tno:n • 

Tha t's very true. 

As r egards control, I shoula t hink t hat t hey would 
cove al ong the l ines that t hey have just undertaken 
) ester day, -.vi th v arious r t. ther minor devices . But 
tha t t hey 're going to change the character of London 
as a money market, •fith all thc t t ha t means in t heir 
services - I s hould thinK that it would be a long 
and difficult period tha t they'd have t o go through 
wi t h before taey would move in tha t di r ection. 

I 4uite agree, except with one i mportant condition. 
I mean 1f they f al l back ~l1vays on t he statement t ha t 
it is not the e.conomic pressure - I 'm speaking o~ 
tnose in the know, those who have control, not tne 
,..ress now - if they s ay, 1'lt 1 s not the economic pres­
sure, we can stand t hllt ; it ' s o loss of 20 million! 
25 million e montn, bad tha t' s perfectly all right , 
~bat dis turbs us i s the poli tical situation, and the 
political sit uation is driving capital out" - now, 
if tuey s ay that ' s only a t empor ary situation, then 
there certa inly i s a lot of justification f or t bem 
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not to permit these fluctuati ons ; if they feel 
lt ls something more than o t emporary one, permcne.nt 
in the sense that they don ' t see the near end of 
it, tnen they must tu!ve it i n the back of their 
mind th~:~t they're going to give V!ay to that pr es­
sure, a steadily declining ster ling . J.nd in this 
instance they have a definite r esponsibility to t he 
NOrld, because a decline in s terling has other 
r epercuss i ons than merely Briti sh consider a tions . 
lio if tney can envisage only a continuati on f or 
some time t o c ome of ~ do~nwaro course in s ter ling , 
res~onding to the polit ical pressure, may they not 
h{.ve tog l ve more serivus consi der ation, much as 
tney dislike it, t o taking the s teps necessary to 
r emove the s~eerbead of th~t downwar d pr essure? 

As I sa i a befor e, 1 1 m not sure they have really 
t hought it through, but thLt nould be my feeling . 

1 1 m inclined to doubt that, because they ' ve got 
some pr etty smar t boys in the Tr easury , they know 
wh" t i t ' s all a bout . 

Aren ' t there some questions that come aheud of any 
possible e xchange control, possibly an informal 
exchange contr ol ? 

Oh sure . 

But b af or e that, wluc t i nteres ts me is the extent 
t o which the situa t ion is cumula tive; tha t is, you 
might s ay taat because sterling is going down, it ' s 
going down . 

! cgree with you. 

I f th~ t is the case, it might be interesting to see 
now the market would ac t if instead of going down 
it •,1ent up; and it .vould be really very si mple to 
put tha t market up t empor arily. 

1'ha t • s the position Ar chie and I have taken f or 
some time here th&t t here's been no real attempt 
t o see bow much gold would bold it. Kont agu Norman' • 
s t at ement t aat they coulon 't possibl y peg sterling 
1s something I would very seriously c,uest ion. What 
si gnificant infor mation does he have that would lead 
him to a definite conclusion of t ha t kind7 
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I t hink the French experience l s the one ••• 

I don' t think it is ut all t:Omi>B r eble . Ther e are 
points of similarity, but I ... 

l 'he French experience, t hough, ..• 

If you continue on the French way .•• 

... you run E. l osing bl.. ttle. If, instead of doing 
thLt, you hol d s ter l ing firm, or us I would pr efer, 
,.,ut it up, ••lwt Nith the l t. rge s pecula tive position 
tlu. t not• exists tnere ml&nt be a very different view 
of tne situa tion in & short ti~e . 

du t pot enti&lly i t ls tecnnically strong •• • • 

If I wer e the Bri tisn, 1 wouJ.a r :. tncr lose a hundred 
million aolla r s in ~ne day vushing sterling up tnan 
losing 1 t in t l1ree Jays lettlng it slide . I 1 d r a ther 
try it . That ' s ul l against t hei r policy . They say \ 
tney •r e follo<llng a trend . In o ther wo r ds , t hey ' re 
f ollowing the Ulurket , not l ending it . P.s long "s 
th&t 1 s the policy, YvU can' t g~t s nything else. 

l h!. t .voula be t ne ,.olicy only up t o a point, a t 
•·hich they would consider the t r end was showing 
Si 6nS of exhcust1on, or somethiDG like tha t • 

.. eu, t ney s ay - but t hey say - th&t 1 s t he expl ana­
t ion es cb time, that the fund is there t o iron out 
fluctua t i ons • 

Even assuming t bE. t that might be a good policy for 
r. period as a way t o begin, aren 1 t you then counting 
on a building up of a speculotive position th1t would 
muke i t easi er t o turn the m~rket ar ound? Doesn't 
tha t t echnique assume tha t a t some point ••• 

Dut they let t he market determine tha t point, not 
tho l und . 

·•ell t uking it as it is, certoinlY in the l a st week 
in ll~.v York tner e has been quite e change in attitude 
ns t o t he market 's i dee of the trend. 

The market 's i dea of whet? 
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The market ' s idea of the trend . 

:iou' ll notice it happens this way. :Lou got those 
comments aft er st erling went up a point; as long as 
s t erling goes down a point, e very newspaper will 
tell :you wh;y sterling is weak . Tiley don't tell 
:you, wben it is down the day before, it sbould be 
s tronger that day, but after sterling goes up a 
point. 

6 nd when it goes up two day s ••• 

... all the more . Tbat•s the same 1n any market. 

I wonder whetller we aren't making any • •• 

Excuse me - do you mind, Barry, if :you read this 
meJ!Iorandwu? 

All r ight . 

t'lbat? Do :you mind? I mean I ' d like to r ead this 
memorandum, -see what • s here. I ' ll read it out loud. 

I have some copies . 

\Vhat? 

I bave some copies . 

Good, distribute them. 

This, of course, is merely for the basis of discussion. 
I ' m afrai d we'll have to do some doubling up here . 

I ' 11 r et.d it out loud anyway. I haven' t seen this 
yet. 

•It was decided et t he last conference on November 
14, 1938, t hat a statement indicating our growing 
concern over the decline of sterling should be 
presented to Kr . Bewley for transmission to the 
British ireasury . On that day sterling was $4.74. 
A draft of the proposed state~ent i s appended . 

"Several days before the British trade agreement 
was signed, the State Departaent coaaunicated to 
the British Govern-ant the concern of our Govern-
ment over the drop in s ter ling as related to the 
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~ro~osed trade agreement. The concern expressed 
by the St&te Departme nt did not, hol·teve r, originate 
,titn tha t Department . ) On November 17 1938 the 
~ritlsh Gover~ent r eplied in a not e t~ the sta te 
De.•1• rtment . ~he note, which was given to t he 
Secretarr, made th~> follodng point s : 

"(d The Bri t isn Government h&d for many months 
rubae $tro~~ effort to support exchange by the use 
of cold reserves and th&t they had every intenti on 
o f c~ntinuing to uo so . 

"(bj Th&t 7:e~:lmess in stt.rling wLs due chiefly to the 
.;1thura11a l 0 1 stcrlin& btolances by non-British sub­
j~ects . 

" (c) ThLt were the British uovernment toat~em.,t to 
~ec ster ling i t s loss of gola might become too great 
in vie'N o f the l a rge f oreign balances held in England . 

" (d) 1h" t the fall i n sterling had been r elative l y 
slignt l nd .vas f a r less tha n would ha ve been the 
ca$e had they not supported it l a vishly . 

11 (e) ThEl t they s a \'I no r eason why sterling s hould not 
impr o ve when there was a r ecovery of confidence. 

"J . On 'l'uesday, NoYembe r 22 , l9Jtl , tae Secretary 
;resent ed to !.!r . BeN ley f s t8 t ement which included 
four p~ragraphs selected f rom the proposed draft 
., 1tn s ooe expl!'netory orr.l co=ents . A copy of 
tne s t a tecent i s a;>pended . The Secretsry re.;uested 
an Qnswer t o bis communlcati~n a s soon es ~osslble . 
~n Nove~ber 21, ster lins c losed a t $4 . 70 . 

"4· On Novemoer 28, 1938, !4r. Be·n ley orally 
t•l<> r esp;>nse of the Briti s h Tree~ury t o the 
tae Secret <>ry h;..d & 1 ven aim on November 2:2 . 
or ~r . Bewley ' s oral rnessc.ge was : 

conveyed 
s t a t ecent 

The gist 

" (u) The Br 1 tish Treasury wa s glad t o furnish us with 
lnform:ltlon with r egard to the gold and capital 
positi )n . The meteri•l would be a vailable Thursday 
or Friday of t his week. 

" (b) The de.:line in s terling was due t o basic e conomi c 
Lna pJlitic&l f~ctors bDd (in Bewley ' s opinion) no 
tecilnical devices could serve to check t he decline · 

Regraded Uclassified



Gold ' r: 

i! . J . Jr : 

Gold • ~: 

-23-

•The ~ecretary asked ~r . Bewley t o convey to the 
Br i tish Tr ea sury the following observa t ions : 

•(a ) He was very concerned about the continued 
decline of sterling and did not feel t hc. t either 
he or t he American public could watch st erli.ng 
continue to decline with~ut doing something to 
attempt t o check it. 

203 

"(b) He wanted t o know whether the British Treasury 
expected t o l et events take toeir course without 
atte~pting to do mor e than they were doing t o check 
t he decline . He asked whether t he British Treasury 
bad any s uggestions whatsoever as to what steps 
coula be taken by t nem or by t he United St ates 
Treasury or jointly to hel p check the decline . 

"5 . The ~uestions before us for considera tion t oday 
are : 

"What mo r e can t he British do t o pr event fur t her 
s t erling declines i n t he near future? 

•Is ther e anythi ng we can do in cooperation with 
the British t o strengthen sterling? 

"Should s terl i ng cont inue t o decline, what inde­
pendent actiJn could we take t o protect the dollar 
position? 

"Examination of the proposed draft of a let ter t o 
the President commenting on a ~roposal t o impose an 
embar go on gold impor ts . • 

Incidentally, wnen you ' r e t hr ough ~ith this stuff, 
i f you' d give it back, please, to White . 

Anu tila t r eference there - I don •t Know, somebody' s 
been seeing the President, r ecoOllllendi ng that we 
pl ace an embargo on gold . I don~t know where it 
comes from, but somebody suggest ed t hat t o him. 

Ur . Cox, isn•t . i t ? 

Who? 

Wr . Cox, isn't it? The chap that bas that gold 
baro~eter. 
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The t ' s right, t hat fellow the t sent t hose t i ve or 
six letters, and I don ' t - I know we got E. couple 
back from the Pr esident, for your :tnforl4ation. 

And he said he was t alking t o Mr . Eccles about it 
11hen he was down there, or would t alk t o him about 
it . ~ut I just - it ' s a l l indic&ti ve . Of course, 
overythlng we s~y here i s i n the room and - but i t ' s 
sll inuicotive of whot our J>roblem i s and wny I'd 
like t o continue to be sensible about this t hing . 

"l'ohat more can tne British ao t o prevent further 
sterling aeclines in tne near future? 

•(a) 1he only thing t aot England h~s done to date 
t o sup,>ort ster l ing has been s al es of moderate 
amounts of gold 

n•::e estimate the. t during the past thr ee months the 
gold r eserves or the British Treasury and t he Bank 
of hngland nave declined r oughly about $20J million. " \ 
Is tha t • .• 

ihat should be pounds . 

lhat •s a bum figure . 

Very r ough figure. I t •s r eally :. guess r ather than 
an estialite . 

• .• 200 million pounds . During tha t per iod ster l ing 
has dr opped about t~enty points or an r verage drop of 
bne point f or every 10 mill i on pounds lost." 

"e 've got &. six montns figure from them, and th~> t 
•.vas before ••• 

Yes, but the heaviest portion has been ••• 

But y.>u had, let ' s say, two weeks of heavy with­
drawals included in thht figure . 

!larch? 

~11 r i ght f or me to go ahead? 

Yes , sure . 
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I me~n you're .•...... 

"During that period s t erling has dropped about twenty 
points or an average drop of one point for everY 
10 mill ion pounds lost. 

"In this connection, it should be pointed out (a) 
tha t .t.ngland still has over $4 billion worth of 
gold, (b) she acquired nalf of this gold in the l ast 
few year s t hr ough capital inflows, (c) that t he loss 
of gold in the past six months has been pr imarily 
~ue to capital outfl ows (her l oss on current a ccount 
is less t~ $25 million p&r month and i s now running 
no higher and probably less t han it nas last year), 
&nd (d) fro~ Julyl935 to 1938, during which time the 
British Treasury gained about $2! billion, the average 
monthly sterling r a t e varied bet ween 490 and 505 . 

"It should also be noted t hat the British Trea sury 
hes done nothing to counter ac t the i nnumerable press 
statements clai ming t hat sterling was overvalued, and \ 
frequently expressing both the hope a nd expectation 
of a lower ster ling r a t e . 

"(b) To strengthen sterl ing the British Treasury (a) 
can use more gold in d erense of the rate; (b) can 
indicat e in an effective manner t het , in its opinion, 
ster ling is no longer overvalued at current l evels, 
and that the British Treasury means to use all appro­
priate measures to keep s terling up; and (c) can ask 
for cooper a t ion from the American Treasury. 

• (c) HON can • e cooperate with tne Btitish Treasury 
to strengthens terling? 

•1 . If t he Brit i sh Treusury gives us ade4ua t e assur -
ance tha t it r eal l y means to do i ts utmost to prevent 
further declines in sterli ng, we might consider the 
possibi l ity of emplofing a portion of our stabiliza­
t i on fund (possibly '200 million) to support sterling 
on the condition t hl: t (a) .~>nglond will expend a 
similbr or larger amount in d ef ense of the rate, 
and (b) th~t any l oss we would sustain from the 
transaction be limited i n amount by Britisb guarantee 
t o supply gold to us at a pr e-agreed upon r ate. • 

This is where I take a deep breath and cough twice . 
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Well, these are just possibilities for discussion. 

I understand, I understand. I got a weak stomach 
today, so I ••• 

"2 . We might reexamine the 1hot money • question with 
a view to &ssisting countries losing funds r ather 
t hen safeguarding ourselves against continued 
ac-.uisitions. 

":l . 7ie can consult with England with the specific 
objective of securing an infor~l agreement to sta­
bilize the sterling dollar r ote. Stabilization of 
t he dollar s t erling r ate by ~~reement does not , of 
cour se, mean any formal arrangement of rigid adher­
ence to the agreed upon r a t e . It means simply ar­
rangements similar to th&t which both Engl and and 
the United St~otes have made in the past ~ith France . 
Possibly the move can be accomp~nied by a formal 
revalua tion of British gold . Possibly the agree­
ment cun be broadened t o include meosures to con­
trol unwanted capital flows or t o provide for the 
exchange of information which will f acilitate such 
control . 

"(2) If sterling continues to decline, what indepen­
dent ac tion c&n we take to help check it? 

• (~o) Inform the British Treasury that unless sterling 
decline is chec~ed you propose t o publicly announce 
dissatisfacti~n with t he course of sterling on the 
gr ounds that either tne British seem to be unsble to 
hold the r a t e wituin & reasonable limit or are seek­
ing a competitive advantage contr~ory t o the terms of 
t he Tripartite Accord. 

"(b) If tha t threat fails to induce the British 
~reasury to hold sterling, the issue of a public sta te­
ment by you that the Bri tish Treasury has violated 
the Tripartite Accord and that the United States con­
siders itself free to t ake whatever action is necessary 
to d efend the dollar positi on. 

" (c) Raise the price of gold by successive amounts 
necessary t o keep the dollar sterling rate with~n 
what we regard as a reasonable relationship. (The 
legal l imit for your opera tion is now, I believe, 
50 percent of old par .) 

\ 
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•(d) Publicly invoke the exchange clause in our 
commercial treaty with Grea t Britain. 
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"(e) Take measures to force the r eputriation of 
portion of the foreign short-term funds held her e . • 

Nu", wha t ' s t his? 

Jh, in:. t' s the draft of the statement that • • • 

tnut you g ~: ve ll1m the other day. 

tiomu time ago . Don't dnow thLt y Ju'd necessarily 
r eaa th~t. 

Thot sounds like a !lew York l aw firm. 

~oulan 1 t be as bad as t hnt . 

You might want t o read the four 
gave . Have a copy of it ther e . 
~uestions the t you s elected . 

Oh . Wha t I sel ected? 

Yes • 

questions that you 
It follows . The 

··ell, they can reed it; we 1 l l come to it in a minute. 

lney uaven't got copies of i t. I can give it t o them 
in a 

~<na t I gave tbem: 

"We are concernea about the decline in sterling" for 
tne following recsons . 

111. This decline if 1t shoul d continue is likely 
to r aise questions in this country concerning the 
~Beaning and usefulness or the Tripar t ite Accord . " 

I meon this is whut went to England. 

11 2. Given a continuance of the present economic 
recovery and the increase in American commodity 
purchases abroad likely to accompany it, Ke do not 
a t present find in the trade positions of the two 

\ 
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countries any apparent fundamental rea son for t he 
iippr eclation of the dollar with reference to 
sterl i ng . loloreover, it appears t o us that there 
~re substantial reasons why n decline of sterling 
Ul&)' not be in tile British i nter ests . 

11 :3 . '.'le feel tha t a continued decline may seriously 
endanger t he >torld economic situation jus t a t a 
t ime wnen American r ecovery is t ending to check 
the geneN 1 decline of trade now affecting most 
countries . 

"4 · In dealing wi th these questions, we find 
ourselves so~e~hat handica~ped by the lack of 
infor.r e. t lon concerning the short- term capi t el and 
golu ~osition of Englana corresponding to the 
:nforill~tlon snich • e oollect and periodically 
publlsh for the Un!tec St ates, and of information 
not yubl!shed th<.t we would be glad to exchange 
w.i.tn the aoherent s of the Tripartite Accord. " 

1 selected those because t11ey .vere the simplest. 
There were some other tn1·~ s 'ln there .vhlch I'd 
l ike t o ao , but 1 didn't h~ve L chance to do my 
ho~ework . I f elt that these were innocuous, so I 
let tue:n go, jus t t o start tha ball rolling. 

11 l1e " re concer ned by the decline in s terling . 

"1. This a ecline, if i t shoula continue, i s likely 
to raise ~uest!ons l n tois country concerning the 
~enning and usPfulness of the Tr ipartite hCCord . " 

lh&t ' s already happened . The NeN Yor k ~ribune gave 
us a nice li ttle dirty d ig . 

'l. hose are the group f r om which you selected the 
f our ( h&nding paper to H . ~t .Jr) . 

Oh. 

I t hought they might want the original. Tha t ' s al l 
there is . 

Oil. !lo.v, what's t his 1n here? 

That t able indica t es the currencies which decline 
with ste r ling and s now tha t the problem is not a 

' 
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dollar-sterling one, but a dollar-versus- the-world 
one . Just snows you the ext ent of the decline . 

J. ll right . 

Nov1, r ead this out loud , My throat is go ng b11ck 
on mo . Read it out loud, will you, Harry . 

This pr eliminary draft? 

Yes . l hls is a l etter - proposed letter to the 
President, isn't it? 

If that ' s - I don't ADOW. 

I t might be. 

• one of the measures proposed to protect the posit ion 
of the collar against further depreciation of the 
s t er!ine currencies is to impose an embargo on the 
imports of gold i nto the United St a t es . I n my opinion, \ 
s ucn o s t ep would tend not only to have the opposite 
effect of the one i ntended but would also have conse­
quences "hich would r aise serious pr oblems for the 
United Sta tes . 

"Vuri ng the past year toe demand for dollar exchange 
has exceeded the su;ply of aolls r exchange by almost 
$ll0 e~illion a Lllonth . J,t;...,ut l>l , 400 lllillion .. orth of 
golti nes been shipped t o the United St a tes so far 
this yea r in or der t o supply the addi t i onal dollars 
to tho f oreign exchange market. If under such con­
ditions an embargo wer e imposed on the importa tion 
of gold, t he demand f or dollars could not be met and 
the dollars 'Nhich a re avoilable in t he foreign exchange 
~arket Houla become mor e valuable. In otaer wor ds , 
other currencies , particulorly the sterling group, 
\VO uld depreciate still further vis-a-vis the dollar . 
Thus an embar go on imports of gold would be a step in 
the direction of aggravating the very condition we 
a re seeking to alleviate . 

~urthermore, the declara t ion of an c~bargo on gold 
imports would be a very disturbing f actor in inter­
national economic relations, the full conse~uences of 
which cannot be enti rely foreseen. It would probably 
cause gold mining stocks, particularly of f orei.gn 
gold minesr to tuable, and there would be adverse 
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r~percussions on leading stock exchbnges which 
~10uld pr eci p1ta te n m~ Jor crisis in Sout h Afr lea 
:. no H minor cris is in Cancdu . Ther e would b e an 
~ t ~empt by foreigners t o acquire dolla rs by sel ling 
~uver t o thE: Uni ted St ll t es ond "e iNoul d be con­
fr onted .vi th the necessity of acquiring more 
fur e len silver or ~ermit the price to f a l l sha r ply. 
I ns t l llillty l n e ;;cll&116e r t. t t:s Nould be g rea tly 
int ensified , witn wide repercussions on the 
t.C.Jn;>.Jic syste:.~ of h ll countries . Toe 1rl,P<orti t e 
•.>r ee..,,;.n't :•oul~, ;>f course, be out.:>:nut!;;ally 
t.,rc.~lr•li t.,..t . 

" ilo o...;o ... t1-ry s te,: tru. t :.e coul<.~ t utte hO ...ld be :~ore 
~r.J.cula te ... r;u a :osis t Cer .:aurv ana I t aly . " !:ot Ja~an . 
"'>.1cy ur e toe v e ry c ountries .vhi~o h&vtl toe sof llest 
r·.,s~;r v~;::; una <. re a t & serious uisaJvunkge cor.tp&red 
,,1 t.h tht>ir possible .Jjl..,onent s ln tne eve nt of y;a r 
-- ~nglaod , Fr a nce, toe smnl l aemocr b t ic countri t:s -­
hnu Russlu . Jne o f the !~portent a dvant ages these 
!utter cow1trles ha ve ove r Ca rmany &nd I t r.ly is t neir 
lart,e r eser ve s of gold wuich t. ney r .-gard a s a 1 war 
.:no~s t . 1 

"If " '- do not !< CCept golu, swulle r countries may 
li.<:eh l se r .. strict toe lnflo .~ of gol d . Tne resul t 
r.ill be tta. t the purchr.sing po;,er of the gold­
llO ldi~ ~ona golu-vrooucing countri~s will be cur­
t ciled . Germany and rtuly " o..tld be ::ltde str .:>r.ger 
oy virtue of the r eouceJ str e ngtn of tneir ;>r ob::::ble 
Oj):JvnEnts . I t is <, u1 t e possibl e tn:. t they Kould 
Lt:co::~e even mor e ::::g,: r easi ve t ht. n they are now e nd 
t h;;:; t he o~.;tbreeK ot· wt r allt'ht possibly t ven be 
hl:;ten .. a . 

" ~:os t importa nt, ho.feve r , would be t tte blo11 t o toe 
,r·esti;;e of gold o.s a n inte rnationa l meuiu.'ll of 
ljXCh<nge . 'le have t oo much interest in the future 
o f g ulti t o s er l ously emln nge r· 1 ts UStl liS a medium 
o f cxctu.nge a mong nutiuns . We mu~t not f orge t 
NG ho ve al.J:los t nal f tne 'IO'Orlu 1 s mone t ary gol o stock 
:..ou hl'e toe •.•orld ' s thira largest go l d pr oducer . 

"•'•e ·.1oula by curtailing t.be 11ossib1lity of' employing 
golu i n i ts r ole as~ compeost t ory mecna nism in the 
settlement of int e rnational trbnsactions be .~romotlr~ 
.idesprea~ reliance on e xchnnge controls c na cleeri tlg 

Regraded Uclassified



211 

-)1-

~greements . The cushioning effect that gold 
novements exert on e xchange r a tes would be removed 

&. nd other countries would thus be induced to adopt 
exchange controls for the purpose of introducing 
some stability in exchange r a tes . New obstacl es 
t o i nternational trude woula thus be created . Our 
action would viol ate t he s pirit of our trade agree­
m~nt progr~m and run counter t o its ob jectives. 

"'!:he domestic political repercussions might well 
be serious : (a; tncre would be strenuous opposition 
from g r oups wno are inter ested in f acilitating foreign 
truae; (b) the action might be interpreted as an 
a ttack by the aaministra tion on democratic countries; 
(c) the paradoxical spectacle of Ln vdminis tration 
which has increased the price of gold and accumula ted 
~ l a rge ~uantity, taking n measure which threatens the 
prestige of gold, 1•.ould pr ove v potent source of 
criticism in the hands of opponents of the Adminis­
tration . No matter ho•11 justifinble the action of the \ 
J•dmlni stration mi ght be in view of t he s ltered inter­
nt<ti onal situn tLm, the public mi ght see only the 
superficial aspects of the policy. The s tep might be 
;ublicized s s a measure diabolically calculated to 
destroy the confidence of the business men in the 
prospects of recoverr. 

"Refus~l t o buy gold by the United States makes our 
security market more vul nerable . If gold cannot be 
sent t.:~ the Uni ted :>tetes t o a c<,uire dollars, there 
will be a grea ter incentive t o ac<,uire dollars 
tnrough the sale of Ame r ican securities held by 
forlligners . " 

I mignt say by ·way of ex tenus tion the t this was 
nurrlealy written and there wus no intent that any 
final copy would include a lot of tnis stuff. 

11 An emb«rgo on gold imports might be useful in one 
sense, however . .l;.ngland would be so strongly 
opposed t o such & step that the mere intimation on 
your ~art that such a move is being contemplated 
might constitute in your ~nds o most powerful bar­
gliining weapon . 

"If instead of pr ohibiting tbe ioportation of gold, 
s teps were taken to reduce the demand for dollars 
(or increase tbe supply, or botn) • e Nould be 
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~< Cuievlng thr ee d esired objectives: " 

I oidn' t - r ead the oeginning of tha t par ag r aph 
t•gt•.L n; I missea t h4 t . 

2!2 

"If, .in~ tead of ;> r ohibiting the importa tion of gold, 
s t~.: ;s :1ere t aken to r e.:luce the demand f or dolla r s 
( or lncrf.< se the suppl) , or both) :;e would be ::chiev­
inb turee desirea ob j ectives : 

" ( l) Rt J ucing tne inflo .• o l' &old into the Oni t ed 
~tc. tc.:; , 

" (<) lteaucir.g tne u,ME-rd ;~res sur e on tne dolla r; 

" (J) Htl; o ther countries t o muint:.in their gold 
rcs~rves . 

"Tnere a re num<Jr o us ways o f r eaucing the liema nd 
l'or dollt.rs ton.- fore i gn e xchange ( rela t1 vely to t he 
su~.,ly) ;i t hout &d ve r sely affec ting col!l:1lercia l trc.ns- \ 
. c iions . Some of these methods ur e : 

" ( 1) Reducing t he flow of short- t Erm cap1 t a l into 
tue united St a tes; 

11 (<: ) Lnco\U'Eging or forcing ~> partiul r ept. tria tion of 
f ..1rttibn f.mus n:YN in the Uni t ed St~otes o 

" (j) v X•oJ.,ratifl6 ,:it t! tile Br i thn Ec;ualh&ti .ln Accoun t 
t ..1 cntt ~.t fu:-tner declines in s ttrling o 

"{4) httEopt to obta~n an a greement f-M006 toe sigoa­
t , ry :l"·o~rs t o b r oauen the pr esent st£biliz&t1on ogree­
m .. nt by c&lling f o r t he e xchange of 1n1"or aati c.r. whi ch 
JJigh t b~o ustld t o r educe t he un.van t ~;:i flow of capital 
, •• ,ong countries o" 

'l' h t. t ' s jus t t he body o o o o 

1 uon • t tni~ tha or uer of those things that we could 
~~ i s ~uite r ight, is it - I me~n in order of t heir 
fw,tlumont;,.l char£cter , s ever ity , wua tever i t i s . 

;;ell , I want t o s ay for 
cn~nce t o polish t ois o 
loO t ice o 

lthite tha t be hasn' t had a 
Be only go t a f er: ho,;r s 1 
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l didn't say that critically, but Jus t in passing _ 
th&t perhaps number t nr ee should come first . 

Yes - oh, I would agree wi t h you, yes . I mean t he 
ordel' of tills •.•• 

Which is t hree? 

" Coo~er&ting with the British ~qualiza tion Account 
to check further declines in sterling." 

'l'hht .vould be the one to come f i rst . There are 
nUQvrous possibilities of checking toe demEnd for 
doll~rs in other we~ I thin.c t he iopor tant thing, 
if it ' s tne President t hL t is inter est ed, is t ha t 
it ' s t he dem&nd f or dollars , not the gold, tha t he 
~unts t o s trike at . 

I Just wunt t o say this - w~> ' ll hllve a seventh 
1lln1ng for ~o fe N moments - I don ' t l!now whether I 
want t o send 1t t o t he President, but if you gentle­
men can 11elp me clarify my own thinlcing on the 
lre~sury • s posi t ion.... But somebody ha s been 
fc~edlnt: this s tuff to the President, and I consider 
it ser ious enougn t ha t I am t hinn:ing of ,.,utting our 
position down in a letter as t o why the gold embargo 
is, I ofould say 1 about the .vorst device tha t we 
could use . I mean I ' c bothered enough about it 
that I think tha t if we can do s omething llnd t hen -
that woulo - in prepari ng & letter for him, we 'd 
neve t o come t o a decisi on liS to wha t the policy of 
the Treasury >:ould be if we nave such e thing. 

Tne l)nly thing I myself can see along the lines of 
trying to do something uirectly t o gold would be 
to confine our imports of gold to the tripartite 
countries and to their monetury a uthorities . Now, 
I don • t know what the e ffec:: ts of that ltOuld be . 
I 1m scared even of that . 

That ' s an interesting question which we considered 
a t some length a year ago . It has some advant ages 
a nd has some disadvantages . 

Yes . It might have the advantege of for cing sales 
ot gold abroad end so reducing t he price of gold, 
which undoubtedly would strengthen s tuling • 
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I like - we discussed that , a na in en emergency the 
bonks won 1 t handle tne gold anyway; Yle found that 
out ll number of times . You .-now, thEy got worried; 
they .von ' t handle it • 

.<.fter a l l , when we co.no to sell ing it, we 11on't sell 
it to unybody - I met.n we 1 11 only sell to a government 
or its agency - and that to get these countries -
say, "J,ll right, we ' ll dea l only amongst the tripartite 
count ries, we 'll only do business through government s 
or their fisca l agency" - •••. 

Pr~~~ic~l~y re=o~ended thct c &ood number of tiaes. 

!le hE-. that up t.vo ye~ors t>go . 

'!:hen it ' s U,) to each country t o say to us wh&t gold 
should come out, see? I lllalln t hat would immediately 
,>Ut Llh l res ,Jonsibility on t hem . ( Leaves r oom) 

furthermore , that 1 s an e ssentiul preliminary s tep to 
.vnu t 1.a amy be confronted wl th some time ir. the 
future , of curtailing thL neHly-mined - the source 
of ntlwly-:ninea gola , oeking a disti nction between 
•aonLt&r • <.llll oon-monet ll ry gold . 

I feel nov, r.e 1rt not plllying t ne game on the same 
rules . On the otb~r side l n London lt i s still 
,tlOSSible f or enyboay t o expr ess a l l tne doubts end 
fears he >.ants in the .tlurchase Lnd sale of gold, 
Lnd it just rais es nob .vitll the exchanges . Now, is 
tncr e some way, short of doing &r.ay wi th a free 
market , that wou.la somenow - v:ell, canalize t his 
t ning through t ne official ciulnnels and m<.ke gold 
serve its purpose of an inter na tional stabilizer 
r a ther t han of an interna tion&l unst abilizer. 

~ou put your finge r on the nub of t he problem. To 
get her &cquiescence i s t o ask her to r everse a 
policy tan t traditionally she NOuld be very reluc­
tunt t o al ter . hS a consc~uence of pressure, she 
llli&ht :onslder that, but I am v ery skeptical about 
her ac4-tescL~ t o that under present circuostances . 

t.el l , it woulc be some steps short - I don•t think 
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it really invoives doing away with a free market, 
because anybody wno •s got gold - he can sell it to 
his own fund, his omo treasury . 

215 

But you ' re not letting them t ake advantage of these 
Hbitr age possibilities that you get, don't you know. 

•'lell, the - I wonder, if you s&y you ' re going to -
i f I understand the last one , which I ' m not sure 
that I d o, i f wha t you ' r e going to do i s to control 
..,urc!u.ses Wld s ales of exchange, specul~otive purclu:.ses 
~o nd sales of e xchange , ths t • s a very d ifferent t hing ; 
if tha t ' s what you have in mind, t hat involves a super­
vision over short- t er m capital movements . 

I didn ' t mea n to go as f ar a s tha t, but Just remove 
one element in the inst abili ty - not remove but reduce 
it . :lh~t would be tae e ffec t on a fellow wao• s been 
buying gold over there, whether from fea r or specula­
tively in anticipation of a higher price, i f he were 
t old that in the future the only gold we ' d accept wouli 
be thct that came to us from monet ar y authorities in 
this group of countries? He might say, •Well, under 
these conditions I don't Know t hat gold is such b 

good buy.n 

He might. 

Might be apt t o sell some, so you ' d get . ••• 

I f he thought he couldn ' t s ell 1t on the free market, 
you would be introducing some doubt. He might say, 
"This i s the first stEp," or might say, •Tnis Will 
affect the market" - ~ke him b little more r eluc­
t &nt . 

Follow t .hat through, J ohn. After you• ve used up 
wh& tever supply of ; rivate hoar ds there might be, 
then what's your position? 

I don ' t know. r haven't thought it through. It 
would t oke care of t his immediate situation, or 
would uelp to . 

John, if you limit tha t suggestion to saying tha t the 
gold should be bought only from official sources, I 
t hink a gooa deal coulo be s ai d in its favor; but I 
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t aought that you coupled ttutt with l1adt1ng l t to 
the group or countries 

Can't be done. 

I think that would be f a tal. 

I t couldn ' t be effective • 

Tha t 1Yould destr oy .••• 

21S 

~ou might find a situation where you ' d be depressing 
the price of gold on one side, just throwing a 
monopoly into the bznds of central banks or stabili­
zation funds; ~ou could see what a squeezing they 
could give the gold pr oducers . Tne average man wo4ld 
h~ve t o take $34 f or hi s gold, if that ' s t he price they 
said t hey 're going t o pay for it. 

Wouldn 't it be a simple wv.y to express it by saying 
you ' d like t o s ee tne other members of the club, so 
t o speak, adopt t he same procedure with r espect to 
gold - not with respect t o price , but with r espect 
to buying and selling - ns we have? 

Tnut •s wnat •s in my oind : as Yle have . Per haps you 
coulan 1 t get t heo t o go tn~t f ar; perhaps it i sn 1 t 
necessEry . nnd I also woula pvrhaps be will ing to 
arop this suggestion thbt \le confine it t o the club. 
DUt us it is no«, people f eel tha t t ney can get any 
&mount of gold t hey want, so gold ls goi ng no t only 
tnrougb international cha.nnels to s teady exctu;nges 
but it ls also going into private boards tnd it ' s 
become speculative . 

And i t limits the control of the funds ove~ the r ate 
to some degree, t oo . They would have more control 
if they had the same control over the gold th&t we 
have over the gold in the United St ates. 

(Secretary r eturns) 

II ell now, <lha t I thought we might do is check ort 
some of these things. They're divided into two 
things . Qne is independent action, one is J~int 
uction. Should we do - if you d.on ' t mind, :t d like 
t o do the ~ndependent action first, because I 

\ 
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thl~ it is the more d ifficul t one in the sense 
tna t at l east we rnus t decide it 1f 1ve do anything . 

1..xcept as i t i s unders t ood, !4r. Secret~<ry, tha t tha t 
!nde~endent action pr esupposes tht t ther e couldn' t be 
Jome sa tisfflc t ory cooper< t1 ve ~ct1on . 

True . I ' ll do b oth . But ! 1m - I ~ean I ' m not - I 
mean the decision as to the independent ~ction is 
a more difficult one . 

You ft.nt to decide •mat you - to look at your hand 
t nd see ~hat y ou have in t oe wuy of cards . 

TnLt1 s rigot . I just wunt to r bi se this point . I 
l.i vn' t knor. no"' successful Ute Swiss 11er e 'lrhen t iley 
trieo.~ to .,ut. a spechl tex or perwlty on f or eign 
c~,>i t~l. Ha ve we explored that - I meEn Gs t o 
cm.,·cing tne people r entel , so to s peak, f or ~teeping 
tueir .oone:y here f or t hem? Hus thL t been explor ed? 

~ert~ln a spe c ts o f it hLve been . 

Unde:r the. ho t money we explored tha t . 

'• htt t we ' a che rge t ueto r ental for tne s a fe -keeping . 

'lhe S<~lss thing , you s&)' , or ours? 

No , toe Swiss went t nr ough t hat at one time. Couldn't -
woula tha t - i s there something t o tha t ? Do you know? 

I t hinK there i s . 

'uh& t coula we do - I mea n I ' m putting it that r.ay - to 
charge these people r ental for keeping their money 
for t ne1.11? 

l,;o you oean di r ect r ental, /.l r. Secretar y? 'Ih er e was 
one questi on a s to t he t ax . Of course, the ind irect 
Nuy wns the kind of wa~ th6t you c ould ma ke banks 
holo hundred per cent reserves aga ins t f ore i gn deposit s . 
'!ht: t would b e indirect t a xation. 

I ~e&n there are tNo philosophies . Up to now we 've 
bo!en following the philosophy •we ' ll ?BY $35 a n ounce 
f or gola unti l hell freezes" - and &lNsys down i n 
sc&ll t ype : " 24 nours . " How - ;.nd •we "ant t o be the 
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monet ary center and al l the rest of t ha t stutf . " 
.Yel l , it's worked pretty well for four years . Now, 
us we have sucked gold out or France until it ' s an 
empty shell - a~ it doesn ' t do us a~ good, cer­
tainly is a great inJury to France - is there some 
way that we could disco~age any more money coming 
her e ll nd possibly encourage some of the money to go 
back? 

Kr. Secr etary, we did an awful lot or work witb t ha t 
about two years ago, or a year and a half, and we ' ve 
got a lot of mater ial on that. We can give you the 
gist of some of t he conclusions now . 

At tba t time it· was in connection with their excess 
reserves . 

No, that was another problem. There were two. 

Hot money in general. Both flow tnis way. Pretty 
much the same pr oblem. 

l:low about reexam.in!ng that whole question of not 
money? Just as to what we have, 1vithout needing 
additional legislation. 

At the time we examined i t, we did it from our own 
point of View - of the United States only, our inter ­
ests. At tha t time I t hink some of t he obJections 
Kere that we couldn't get any cooperation from the 
foreign countries; in fact, that they would rather 
ob ject, because it would broaden the question of 
t axation of their nati onals. I presume in the 
interval of a year and a half t hat there might be 
mor e receptive consider ation given to that by some 
of the countries. You think so, Wil l i ams? 

Well, I should like t o s ay tha t the French financial 
attache, Leroy Beaulieu, Just before be went over to 
see Reynaud, told me be was going to suggest to them 
that it would be a very desirable tb.ing if some 
measures were taken by this country to discourage 
the movement of capital to this country . A very 
definite change in attitude from about two years 
ago. 

I might also say that the time before taey said it 
was our baby. I seid it was a Joint baby just now. 
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'1hey s aid, did tha t mean we were no longer inter est ed? 
... S(>id, n£ tu r ally, we were &lwoys inte r ested , but we 
th;>ught othe r peoj)le ought to be interested in 
uddltlon t o ourselves . 

I c~n ~ive you u goo~ memorandum right on t his 
po.nt righ t now; have 1t r ec.dy . 

Ju3t o second, HLrry . 

.. ould y.>u people who &re visiting nere today :.nd 
nuvc b~en ~ind enough to come doNO take t his memor­
c. na u.n Lnu go over it ana pic" out the things that 
~.>u tutru. - ::nd if tnere is :Oll)'thing that isn' t here , 
put Ln ) .ur o1·:n ideas, t.o give me something , say, 
by tnrl:'e o 1 clock - th<. t .:e could meet c,gain Ecnd 
SLy to me, •.iell, here &re some of t he t ttings we 
tni~ that you snoulu consider th rough joi nt &ction; 
he r e are some of the thi~s th~t you c a n do i ndepen­
>.lently . No:: , we 've been o ver tnis thing ;:nd this 
is wh• t we ' d l ike to bring t o yow- &. ttention. " 

Now, don ' t you think ,;e ' ve gone f a r enougn, and you 
C<Jn come b< ell: ~: t three ana go over i t ag~ in . 

Ha.ve you got e nough t ilne , Stewart? 

Yes . 

Ho:·1 ubou t y;>u, Wil11Lms? 

It• s a.ll right ,•,ith me. Staying o v"r anyNey . 

"na t? <>na the usu::l conference r oom i s available . 
out then I •a lilte to have t h:. t., because - tog et 
tne btn<or'l t . l nen if you people come bt.ck at tnree, 
y ... u will hcve n£.d time to go ove r this th ing bnd 
&lve me the best you •ve got . Bow v.ould that be? 

Uoou a rra ngement. 

.'lhot ? 

It • ~ ~ ~ooa arrangement. 

"'o y .>u •ant us t o attempt to N<>r k over thLt letter, 
or l e t tha t arop? 

·, 
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l o, I ' m worried - I mean out of this thing - no, I 
wouldn't drop that letter. 

Then that letter will be part of it • 

l'he letter might take the form of this: 

ttlo{y dear ILr. President : 

• we have been considering this whole question, and 
her e are some of the things tha t we t hink might be 
done . " And if these gentlemen ••• "But the thing 
that :te want to do last, if at all, would be an . 
embargo on gold" - if that's what they think, see? 

In other words, the let ter to him might very well 
be a statement o!' what the Treasury policy is in 
view of the present situation. But it doesn't mean 
that the letter has to go, because that 's pret ty 
forma l stuff, but .•• I don't know how the British 
feel. I do know that the French would welcome, I 
thin!,, any move on our part to not only discour age 
French capital from coming here, but also t o encourage 
1t to go home . 

And I go back to that Swiss banker who was here, who 
pointed out tne t act that up to no1v no British capital 
has left London, to s peak of, but i f ever the British 
citizens should lose confidence, begin to move their 
capital here, t hen there would be Just no bottoM. 
I don't think, do you think, Butterwortn, that Swiss -
French - ~nglish capital has collie here? 

I believe the statements that they make, that as t ar 
as they know the amount has been extremely siDell. 

Wouldn't you say that there was practically no flight 
of capital ? There is a certain amount of investment 
by the investment trusts, but it isn't flight of 
capital. 

There isn' t very much of that either . 

Isn't much of that Just now. But I aean from tilDe to 
time they invest, but it i sn' t - they clways have 
for 150 years - but i t i sn' t flight of capital . 
Well, if you gentlemen would be back here at tbree, 
why, I ' ll be available . 
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