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.lppointaenta and Res1o>at1ona 
Stevena, Ur. : 

!Wr, Foley, lleRaynolds , and Oae ton confer about 
appointment 1n case of war - 6/2$/39 ••••••• ••• • 199 

- B-

Buainoea Conditions 
11844 memorlll'ldum on situation !or Yl&ek endin& 6/24/)9 
Recovery Progr~: 

Railroad Equipment Progr8l!l: Proeidenta o! Amorican 
Locomotive Company nnd /uuerican Cor and Foundry 
Co~ ask llUJr to confer with thom concernine 
proposed financinG of purchases - 6/26/)9 ••••••• 

Currie DC::lOrm~dw:l sent to F!ll - 6/2$/)9 ....... .. .. 
HIIJr, l'tbite, and Currie confer on Ftll 1 a press 

confer ence; til:Iing of bill to be sent up t o CongreSSJ 
et co~era - 6/27/39 •••.••••••••••••• ••••• • .• ••..••.• 

a ) HlJJr says this must be a success bee111Se "all 
New Dealers either wUl have nothill6 to do llith 
i t or are opposed to i t" 

Luncheon conference on l ending o.ct.ivitios; prosont: 
IWJr, i~allace, Jones, Carmody, l.lollett., Hlll'les, Foley, 
and OasLon - 6/27/)9 ••• . •• •• •• •• • •••• ••••••.•••....• 

a) II!.IJr wishes to enlist hel p of loaders in 
Administration toward ouccees 

b) llellett will handle Fllfl' a press conference 
c) Jones asked !or expresoion of opi.nion on progren 
d) Interdepartmental meot.inc hold at I!J.!Jr' a 

hoce - 6/29/39•••• • • • •• ••• • •• ••• • ••• • •••••••• • •• 
Automobile Industry re~ : Selt~er memorandum - 6/28/)9 
Haas meaorandum on business situation baaed on conferences 

with officials of Sears, l!oebuck and Company, International 
llarveat.er Company, and klarican Steol Foundries Company -
6/)0/39 .... .. . ...... .. .. .... ... ........................... .. 

Canada 
See Silver 
Sao 'rlar Conditions 

Const Ouard 

- c -

Additional cutters and long-dis tnnoe plnnoa discussed by 
HI.!Jr and Smith (Budget Buroo.u) after HllJr has talked 

))4 

59 

84 
271 

ll8 

121 

m 
179 

with Fllll - 6/J0/39....... • • • • • . . . . • • . • . . . . . . . . . . . . . • . . . 448 
Cotton 

See Spain 
China 

Sea Silver 

.. 
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- C - (Continued) 
Book P~e 

Cocnodity Credit Corporation 
HllJr into:nos Director ot Budget he does not approve 

of an otricial ot the Oo-rert~Mnt having administrative 
supervision over an organhation such aa Commocli ty 
Cr edH Corporation also exercising rights accruing to 
the holder of stock in such corporation - 6/J0/39 •• • , . 199 

Countoi'\ a1line Ou ties 
Cormany: Tobacco 

Tobaooo produced in Bulgaria, thon oxported to 
Gormnny is next exportod to United States without 
in meantime having been manufactured or processecl ; 
expor tation from Germany is subjoot to grant or 
bount y: Foley opinion that countorvo.1l1ng du t ies may 
not bo applied unless new law is paasod - 6/Z7/J9 .. , 

Italy: 
Costanzo Ciano ( President, I W1111 Ch&llber) death 

postpones conference - 6/'rl/)9 ••. .••.••........... · .• 
a ) WaH (CUs~ representative, PG.rio) advisee! 

Treasury will lfithhold notice unt il July 5 •••• , 
JWJr and Welles discuss del*Y• • ••• • •••••••• • • • •••••••• 
Guarniori and Wait confer- 6/ 28/39 •••••••••••• •• ••••• 

a ) Guarnieri consi ders loan paid by Government to 
silk-{,orowsrs comparable to Uni ted States 
assis tance to prodUcers ot cott on and wheat 

Wait reG\lmd of situation - 6/J0/39• • ••• • •• •• •••••••••• 
Craig, l!alin (General) 

Thanks IUJJr for courtesy and nye noodbye preparatory to 
loavinc as Chief of Starr of Ylnr OopD.J·tm.ont - 6/29/39 

Custo11111, llu.reau of 
HIJJr tells Gibbons he will transfor Custom:J to Oa.ston; 

Gibbons says he is leaving and this will g1 ve him 
"black eye" 1 IDIJr bad not kno'OI\ this and will pos tpone 
o~er- 6/J0/39• • •••• • •• • • •••••• • •••••• •• •••••• • ••····· 

Czech Gold Balances in London: 
Preas co......,t, debates in House ot Cocaons, et cetera -

386 

124,125 

126 
161 
182 

338 

.. 

6/24/)9 ••••• •••• . ••• ••• •• •• ••••••••••••••. ••. •••• •••••• 
Rellll:ll# ot entire a£fair prepared by lluttenorth - 6/24/39 
\lhite rullllllt1 "l''hat. ha_ppene<1 to Ouch gol d in the Bank 

1,8? 
25, 37,100 

o£ England?"- 6/27/)9 • •• •••••••••••••••••••••••.••.••• 
a) Discussed by Hl!Jr, l'ihit.e, Lochhead, Cocbrm, and 

Bernstein - 6/28/)9 ••••••• ••••• •• ••••.••• •••••..• • 

- F-

Federal Roservo Board 

114 

16) 

Eccles discusses with HlJJr "runninn orr of bills in 
accordance with authority given to Exacu tivo Co~t~e 
by Open Yarket Conoittee•- 6/27/39. .............. .... 128 

Finlllnd 
Hull sends Hll.Jr strictly confidenti al aomorandlllll 
" International political situation of Finland in 
rolat.i on to international l oan• - 6/Z7/J9.......... ... . • 149 
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For Czech gold balances ill London, oeo Czeeboalovak1a 
See also Countervailing Duties 

Gibbons, Stephan B. 
See Cuatou, a.r..au of 

Government Bond Warket 

Book Page 

Haas MCIOrandUill on recent financial developments: 
averaee of high- grade corporate bond yields revised -
6/24/)9... ... .... ... ... .. .......... .... ........ .... 199 49 

Review of market for week ending 6/24/39.... ........ . 76 
Groat Br1 tain 

Seo Silver 

I t.Uy 
See Countorvllili.ng Duties 

Lonigan, Edna 
See Sel!-Hel.p Cooperatives 

Louisiana 

- I-

-L-

Smith' a (J . Uonroe) (President of Univoraity of 
Louia1ana) Olllbezzlement of funds discussed nt 9:30 
meoting - 6/29/39•••• • • • •• • •• • • ••• ••• • • •·•• ·••••• • 

a) Attorney General • s degree recently from 
University of Louisiana also discussed 

- II -

Wonetary Legislation 

292 

HWJr, Foley, Bernstein, White, and Lochhead confer - 6/29/39 341, 388 
a) IIIIJr consults llint and finds no nnl.r-ained sUver 

would be taken in over week-enda.. . .... .. ... .. ....... 347 
b) Foley 11e00randum: "Purchase or newly-cd.ned domestic 

ailvor wxier Silver Purchase Aet11 •••••••• • •••• • •• • ••• 350 
c) Lochhead memorandUill: •Procedu.re for aUVllr 

purchases by Federal Reservo Bank of lin York as 
fiscal agent of United Stetos undor Silver Purchase 
Act of 193411

•• •••••• • ••• ••• •• •• ••••••• • •••••••••• •• • • 35S 
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- U - (Cont.inued) 

Monetary Le~ala~ion - (Continued) 
Atwmey General's opinion on sutticUnoy of 

provisions ot H.R. JJ25 w accOIIpliah purpo11e it 
enacted inw law after addnigbt - 6/J0/)9 ....... 

e) IIUJr tells Grace Tull.y w ao inform mt -
6/'J0/39 •• •• •••. . .• •••• ••• ..•••...•..••.•.. • 

- p -

Poland 
Seo War Condi tiona 

- n -
Railroads 

For ~s-nt progra:a, aee lllaineu Conditionas 
Recovery Progr• 

Revonuo Revision 
Hane.a• proposed testimony reviewed by lt.:Jr , Gaston, 

and Hanes - 6/213/39 •••••••••••••• ••••• • •• •• •• ••• 

- S .-

Solt-Holp Cooperatives 
IWJr tells Colonel Harrington FD!t sugaeata expansion 

ot program by starting bureau in \'forks Progress 
Adadnistra tion with !.lias Edna Lonigan a t head. -
6/28/39 •• •. ••• •••• •• •• •• •• •• ••• •. •• •• •• ••••• •••• • •• 

Sllver 
See also llonotsry Legislation 
Ccxo:ll.lnieations trcr.o l!l.!Jr to Treasury llhile en route w 

Book P~~go 

199 J82 

J87 

184 

~&Sbington by plane... . ... .... .. ....... ... .... ..... 159 
lniJr tella Barkley sllver in London haa broken 40#; 

conaequentl,y Treasury has made price 40- - 6/Z7 /J9.. l2J 
a) KUJr also tells Wagner... .. ........ .. .. .. ... ... 138 
b) IIUJr authorizes drop to J8-- 6/29/)9.,,....... JS9 

Hl.tJr and Hull confer on status ard opinion ot 
silver Senators tbat price be T7¢ - 6/Z7/J9.. .. . .. .. 14J 

a) •unholJ" slliancs bet'lmen non-devaluationist 
and ellver bloc" 

Chinese Alllbsasad.or consults HliJr about future sales in 
view of report Senate favors teradn4tin(l .foroian 
purohaaes - 6/28/39•• • •• • ••• • •••••••••••• •• ••• •• ••• • 260 

Future Canadien purchases discussod bot11e0n Hull And 

KUJr - 6/28/39• •••• • • •••• • •• ••• •••••••••••••••• •• •• • 267 
Jos!IJ)hue Denials (Ambassador, Wexioo) aake to be kept 

infor.-1 ot action taken by Congress - 6/JO/J9.... .. J85 
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- S - (Continued) 

Simon, Louis A. (l'llbllc l!u.Udinea BrMch, ProCI1I'el:>!!llt 
Division) 

Thanks I!Wr for inspiration of Lira. l!loiJr and IWaaelt 

Book 

upon tranater to Federal l'lorka Agency - 6/JO/J9, .. ~99 
Spain 

l.teoJOr(.llc!UJ:l to Jasse Jonae at&tir.g conditiona precadent 
to any arrangament to finance exportation of cotton 
to- 6/30/39·••• ••• • •• •• ••• • •••••••• • ••••• •• •••••••• 

Stevena 1 1.tr. 
See Appointments and Resisnations 

Surpluo Cotr:todi ti ec 
\.hect.: ' f34.0 ros~ - 6/10-24/39· • ..••••... . .•..•.•... 

- T-

Taxation 
See Revenue Revision 

- u -

u.s.s.R. 

JJ6 

Oumanslcy (Arllbassador) confers 'dt.h llliJr on possibility 
ot eettling debt - 6/J0/39. ... . .... .. . . ... . ......... 428 

a) Hull informed ol contorence... . .. .............. 425 

-W-

'Rar CoDCiitJ.ona 
Canada: Conference with regard to cooperative prograa 

for protection of security, money, and cocmodity 
cuarlcets, et cetera, in event of acute dietu.rbances 
abroed p!Mned bet""en United States Treasury and 
Canadian ll1nister of Finance - 6/~/JO •• ••.••• , • • • • ')02 

a) Jaroae Frank notitiad, ....... . ............... . 324 
b) Ecclea notified................... ..... ... ... . 330 

Poland: Butter'IIOrt.h reports ner,otiations tor ar;ma:Jents, 
raw materials, and cash bet.,.,en Pollsh dolegation and 
Britiah Trell.!t.!J7 "drag on"; Pollan reque3t from French 
also reported on- 6/28/39•• •• • ••••·••••••••••••••••• • 244 

Devaluation of currencies of Poland, TUr'.cey1 Oreeco, snd 
Roumania may be suggested by Britieh and l•'ronch 
\loverl'llllonts to United States "if r::Uropean situation 
holds together this Sllm!""r" (lluttenrort.h reports) -
6/2!il/39.. . . ................ . .... .. ... . ... ... ... .. ..... 245 
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- • - ( ContJ.nuecl) 

lru CondUione - ( Continu"<l) 
Drraluation (silllult~) b7 Italians and 0el'!IW>8 

on Jul,r lat l'UIIOred b7 llullitt - 6/28/39 . ...... . 
a) Alleri~ E.baeey, Berlin, C1Yee relrllllllf or 

preeent e1 tuation bet11'een Italy and OermenT, 
diocC\!."ltiq: ~~aib1.11 t y !o:- tho mocont -
6/29/39 ••••••••••••• •• ••• •••• • •••• •••• ••••• 

b) Allerican .lilabesay, Rome, roporta on situation -
6/30/39 •• •• ••• •••••••••••• •••••• •••••• •• •• •• 

199 2S2 

370 

375 

.. 
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1'MC SlOIWT"-" " or n • n: 

-· ~ 

ropl7 refer \ o 

DEPARTMENT OF ST ATE 

WASHINGTON 

June rM, 19311 . 

X, dear Kr. D1e\r1ohz 

1'1\h tllr\her referenoe \o liT le\\er \o 701l of 

7e1\1r4a7, I aa enoloe1J16 a ee\ of olipplnge whioh 

hae been een\ \o \ he J>epar\•ent. fJ'OII \hi Aaerioan 

bba117 1n London, rel&\1JI6 \o Oaeohoelnak sold 1n 

London. 

!he .. ol1pp1J161 ebould be re\umed \o \hie 

Depart•en\ at 7our oonTenienoe. 

81noerel7 70ure, 

4.~·~ 
Mr. J'N.IIk D1etr1oh, 

Offioe of \he AdT1eer 
on In\erna\1onal 

Eoonoaie Attaire 

Oare of xr. Loohhead1e Off1oe, 

!re&lllll'J Departaen\. 

1 

• 
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PARLIAMENTARY DEBATES 
House of Commons 
25 t:ay 1939 . 
London. Cclo, ~511-~5A2. 

CZECHO-SLOVAKIA (ASSETS, 
GREAT BRITA TN). 

Mr. A. Hendenon asked the Chancdlor 
of the Exchequer to what l11w, according 
to the protocols. the Bank of Jntemlltional 
StiUement is subject, and what action 
Hls Majesty's Government P"''"* to 
toke. in view of the fact that the ._,... 
of the said bank, which contains two 
rep.....,lalives of the Bank of EncJaoc!, 
bas m:eoUy token a decioico with rtSpOCt 
to the CU<h gold, whi.!h oonstilqtiS a 
recosnition that the German Government 
is tlie tk ftu• Govemmtnt or Bob<mia 
and Moravia, ooniJaly to the policy ol 
His Maj..,Ys Govem-ntl ' 

Sir J . Siln0111 I would ref<r the hon. 
and learned Member to the convention 
respecting the Bank for I ntemationa.l 
Settlements signed at the Hagne In 
J anuary, 1930 (Command Papor 3484) 
and the Constituent Charter granted by 
the Swiss Govemment to the bank in 
1930 ln accordance with thnt convention. 
No doubt the bank carries out bankilljl 
traasactioas in accordance with wh&t 1t 
undersl2nd$ to be its legal obliptions, 
and I am oot aware ol any evidence that 
the transaction ref<rred to in the qu.., 
lion can properly be bold to Imply that 
tk jtlre re<X>SJiition bad been granted to 
the incoq>oration of Boh""* and Moravia 
in the Reich. In any cue. it is dear 
that there is no action wbich Jiio 
MajiSty'o Government can ~ally take 
in the rna- . 

NUMBER : I 2 

... 
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ClT'- • L -..11' 

M.l' .S I'I!OTt~'T ~~~i:::!i:;:.,; 
,\GAL\o'T C"lfX:U 
GOLD TK.\NSPER 

l"HA."CJo:I.I.OR TO 
SEEI( All\'IC£ 

'0\ILV H:UlGRAPII 
OISI'IJJSIIR£ 

R~Sf. NOT ACT 
01" TIU!M1V'JtV 
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P.A.PER: 

CITY: 

DAILY TELIX:RAPH rn.o.mER: 

LONDON DATE: 

mE CZECH COLO 
lJot the J.i&bt of the fuller loforma;!t 

Imparted by Sit JOKK SDIOI< 7H 
Minlsten at'O eomplot<ly cleored o! ll,e 
charg .. of .u.u..enuousne11 which had 
been levelled &Cllinst their atlltudo to the 
aft'alr ol the Cleeh gold. When, on Friday 
of la•t week, the Prime Minister described 
the whole matter n a .. mare's nest " he 
was merely repeating In good faith what 
he hod been told by the Treasury In refer· I 
ence lO the disclosure made for tho Ont 
time In Tint D.w.Y Ta.ro114PR that momlna. 
We "re now aware that what we then l)Uh-­
llshed wu based on an Incomplete 
knowledae of the facts: but it IJ sulll<lentto 
remark that not only the Prime MIDIJt« 
but the Clw>celle>< himself were at that 
dmo completely uninformed. and that the 
U'Utb. as since verUled. wu a mattH of 
prime pu_bli~ interest. It h.as ~plain 
that the aold in qu6tion wu held on 
depooit in the Bank of England on behalf of 
r)le Bank for International Settleme<>ts and 
!hat the transfer of the gold to the 1\elchs­
bonk wu due solely to tlw! Initiative of tbo 
ftank for International Settlements. against 
which the BrltiJh Oovemment had no legal 
power to Intervene. 

It does. lndoed. appear that Sir JOIIH 
Srt.toN, in his desire to avoid a_ny peulble 
a:uspic:ion of interference whh the lndo-­
pondent jurisdiction of the Bank lor 
lnternallonaJ Settlement$. had rather con• 
out of bis way to keep blmselt ln total 
ignorance of the actlMs of that Institution. 
Somewhat curlously M derived IOich 
lnfommloo u he had. not from the British 
npram~tjva OD the Bank. but casually 
!rom an undisdooed Continental --
1:1~ eveo now does not know. rather sur­
prisingly, whether tho gold t. 1tlll In tlw! 
country. That to mmplete a cktaduneot 
on the part of the British Govtmm~nt b 
nec:t'SSai'Y to th& proper fllncdonln~t of t~ 
B~nk tor International Settlemtnta roused 
doubts Ln lht minds ot many members or the 
House yesterday as to the further u.sofulnelll 
of the Iauer institution. The B•nk wa~ 
rounded as a ·· central Bank for Cel\tr'Ol 
Banks.'' with the express obJect of racllltal,. 
iOJt a totally non·poHtical conduct or 
International financ:ial tranucdOf\L Thb1 
purpose has been defeated by tho hlahly 
political and controversial acl1on of the 
Bank in transferrin& the Cleeh aold to 
unauthoristd clai.ma.nts. If. as a,ppeAJ"L the 
&nk Is to become an lnstrurMnt for •'dina 
and abettina in agaression then the ooor>tt 
Its s .. tuta are radically rev•>ed the beuer. 
ldN.nwbi~. It Is satisfactory that Sir JOIIlf 
StM OH is to se6. tunhe.r legal advtoe- u \0 
whether the Czech gold. if sull within rHCh. 
m•lfht no1 alter all be impounded on beholl 
ol Its ri&htM owners. 

AIAY 2 7 1939 

• 
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I:T: ..... 
G9VERMIENT & CZECH/ 
, , GOLD RELEASE 
~I 

CHANCElLOR TO TAKE LEGAL 

ADVICE I 
NO LARGE SURPLUS OF ASSETS UKEI.Y 

n.~ ................ ~ ...... 
- ... ,...... .. . .,__. ~......,.- m..u... , ... 
llltWT(om.f • IQ u. 81 s ..... of~ .... c.t-llpW 
W(""-•1• 

Th• 1~"-·n•loet ••• ri""'• "r str .r(lh .. Si.m i:a the~"' 
(!! el~e ~til.,. tA. • •lj(mnuneul ff'IMr4•r. bu\ be ••n.-.:1 
lt..e.,,.l"-C. In h .. drw, llw -c...,_, ..-rllt 1.be 8 r ll .... 
......... 

.....,. .... u....-... ~~.r .... ~~--
... JII'l ~ .. ,....~t ... al..tael...,f._, 
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t INAJICIAL !IE1'.S NUI.ffiER: 

LOK:x>l! DATE: MAY 2 7 1939 

'\ F INANCIAL APPEASEMENT 
Tho question or recognition of tho Oorman conqueot of Czecho­

l:llovnkla and the !ale of the Czech al!S<lls in this country occupied 
f'arliamcnt lor 4! hours yesterday to tho exclusion of everything els&­
"aigni8canllribute to the importance of !acta which tho Primo Minister 
oaw IIIlo describe as a " mare's nest," when they were 8ral reported in 
these columns. Thuubslantialaccuraey of theso !acts Ia now univoraally 
accepted, and this in ilsell is a gain or some Importance in days when 
public men are too frequently lamp~ to UM tho Press as a scapegoat. 
But, apart !rom tha, the poeition a!ler yesterday'& debala remoinJ hardly 
mora aatlslaetory than before. The Oovemmenl'a intentions both in 
m!*l of the recognition of Herr lliller'a " protectorate " and of the 
Cuch balances In London are still omcure, and there Is olill room to 
lear that this obscurity may eon<eal the moat deplorable typo of 
diplomatic blunder. Speaker alter opeaker in yest.rd&y'a debete made 
plain the e.dreme disw\4 with which all parllca In this country would 
viow any Oovemmenlal action Implying even de facto-much less de 
furc-recosnilion of the German invasion of Czecho-Slovakia. These 
etrong feelings have a wund practical foundation. The whole policy 
or building the new peace front against aggression Ia but two months 
old, and II was only as a result of this Invasion that the new policy 
was adopted. There are still somo quarters, both at home and abroad, in 
which tho sincerity o! the Government's renunciation of "appeasement" 
Ia slill doubted. There can bo little doubt thai any !altering, such as 
would be implied by rooognition now, would multiply these suspicions 
wilh potentially dangerous resuit.s lor lhe solidarity or the peace !ronl. 
Foriunalcly, Parliament bas intervened deeiolvely during the past week 
and tho Primo Minister has promiled to lake no ac~ion until II 
~mbles. When thai lime comes the Government will have no 
excu10 for unawanoness of the •tala of publiG feeling. 

While tho House of Commons yHterday len no doubt of its strong 
polillcal objection to recognilion or lha present state of a.tfairs in Gzecho­
Siovakia, iL was no less outspoken on the ftnanc.ial questions involved. I 
II Is a remarkable fact lhat, out of nine opo.akero drawn !rom nearly 
all parlies, nol one c:oold be found to approve either lhe handing over 
or .£6,000,000 of gold to the Reichsbank or lhe "informal talks" about 
the !ale of lbe Czech asset.s covered by tho Cxec:hoelovakia (!leslriclions 
on Bonking Accounts, &c.) Act. In the matlcr of the .£6,000,000 held 
by the Dank of England on behall or the llank lor lnlemalional 
Solllcmenb, Sir John Simon was able lo defend his own and the 
'rrCMury's inaction by reference lo ihe strict ~rovlalons Of the protocols 
or t030 nnd J036. This was the " lcgallsllo' dMence which members 
oxpoctcd !rom lho Chancellor. llut in 1hc mfi!Or of lho Czech asset.s now 
blocked In London , Sir John had not even the defence or lhe law. Laymen. 
both in tho City and elsewhere, find II dimculllo understand wby lheso 
al!S<ll& should be lhe subject of negotiatior( at this limo. In tho absence 
or better explanations than have so far been forthcoming they will bo 
apt lo oonoludo thai these negoiialiona are only tho prelude lo 
"a~peasemenl" on a wider front. Tho Government would bo well 
IOdviJed to bow to public op.ioion, and lot the Treuury; think again. 
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Tllt\0\SFEJt OF CZECH ASSETS 
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'ol.'"lTUJII CYrJ "''" DlUC'rO&$ CIUTICIS(D I 
·---~':"'!:..:!":: ~-=-------~ 

~ ... .,: ... ,:-_: = ~ SO POWEll TO 4CJ ·----- _ .. ___ ..,._ --------.. ·--·-·- ·­..__4~----- - .. ·---- ... ...... ·--- --~--·----
... --- ... - ...... _.., ____ _ -·----... - .. __ ... _ ............ _ 
' -.. -.. -- ... -... -.... -......... -·--·- -------· ~ ... -... ·- .. - ... _ .. __ ,.,. 
..... : .. -...· :.;:;·.-:;.. ·:.::-:: ::= -.:.· ;:::"'...::.--.-:1 "'-·----·-·-· .. ·- .. -- ... ~. ": o:.:.·.:.~..::.:·.:: ='=11:3"-..::·:..-~~·=1 
:· ... :. :.·:.-::. ~::-:= = t=;"::!.':."'- , ...... ;. .... ' .... _ ................ --.. - ........ ---~ 
' ' ;::: ~-~:..::. •.!; _, l..:E-.:: .. " .. 't:::.-
0 ~- ._,'":'"'...: :-... ':.::;:=: •. ::'!'.-&: ~ ::-= 

' ---········ .. ----·­.... -·-~-···---·­··· ..... "'--·-
"' l;:i~-~~~·~-~~"~~ l- .... •"u-., .... -........... --... --

• 

Regraded Unclassified



l AFER: 

CITY: 

IWICliESTER GUARDIAN 

LOIIDON 

The Czech Gold 
Y ett«ddy'a d(b4 te on tht cold 

of the CZMh National Bank Mld 
in thla "'"""" did •• ,,.,hi .. 
to dnr up the myatery of what t .. t 
week w._ Gffic:lally anly a " mare 'a 
nttt • of Mr. Lloyd Ototlt'l 
diaeovery, 'That unfortunate phriM 
l.s now disowned. a nd the Prime 
Minister hn been dutifully t xon• 
erated from rttpontlblllty for It b)' 
Sir John S imon : but thi.J llnnat 
chapter b not at an end... and tht 
Kouse will undoubtedly retum to 1l 
im:medi.atelJ afttt' the WhJtwnddt 
reoea. It wa.a dea.r )'tl ttrdJ,)' th.al 
.U oarti<s and all Jhlld<o ol oplnl011 
an deotPIY cli.m.Jrbect at mt 'PC*lbUity 
ot baftdi:nl ovu to O«rmm:~ 
a!X»JJI» to wllkh hor <lownuMi>l 
hu no shadow ol rlaht. !be N..I"M 
view was upl"t"U'td i:ft. .-prr«h attn 
IPf"C'(b. and it Is a natural and Just 
virw. "tbe tn¥uion ol ~ 
SLo'VU:La by Guma-111 wu a erlmt 
which b.u btttl vll0f"0!.1tl.r dmounce<l 
by all. and not w1th ltut v1aou.r by 
the Prl~ MinUter. The Govnnoo 
mcnt hat not reeorntud It, 1nd thtrt 
it aencral agreement that no attPI 
towards reeognltfna It lhould bt 
taken. To do 4nythlna which mlaht 
Imply reeognillon would bt directly 
oppolotd to the whole trend of our 
forelgn policy. That much IJ c-lear, 

Thtte ~a ln., ho-•ever, th_ret thlna• 
about thl.s history to be c-leartdi up : 
how did. the I)CIIIJibllltl' of tnntfer 
•r~. how far hu it cot. and how can 
It be l)rtVtr:t.led from aol.na •ny 
fartba! Acoordin~ to Sir John 
Simoa. the fuuury hurd • quite 
lnd.iredly .,-that is to ...,., nritht.T 
from the Bank of Eqland not 
from an.y ezt.m ~taUnt­
that lhe &nt for lnttrNdon~J 

Sdtlmwnb propoMd to takt alf'pl 
10 r<CIIll the cold. II II had 

I been ln his powu be WC\11d 1\avt 
re:fustd to let the translf'r take pllet, 
but Jt wu not In hit pcw;•tr, and the 
tranaftr wu a~reed to without, u far 
as ean be Rl!n. • ny protest on the part I 
of Mr. Mont• au N'ormfln or of S ir 
Otto Niemeyer, the &nk of En&land'• 
repre~entativet on the Dink tor 
International Stttlemr:nta. Whtre 
the sold is now Ia not 
known: at any ratt', Sir John 
Simon hu no knowltdge and ta not 
turt that he hu the rfl'ht to u'k. h 
II • ~ odd bua1nfta. Sir J ohn 
su.- b. at- port«''ly luatlftlld 
in I)OinU., OUI thallhe Bank I« ln..,_ 
nallonal SotU......to b. by Ita 
toaStJwu.a. ..,.tuny cuarcSH r­
cowtr'ftmmtal mtm~. &t the 

NlOOJER : 7 
DATE: MAY 2 i 1939 

8enk 1a ftO"'IJ a VC'J'Y dill' rren t body 
from whit It wu when it wu ~et up 
u an huttume:nt ot lntematl.on.l 
n:covu:r ten yurs aao. It hu rtven 
w ay to German pr.-ure In tht. cue, 
and It it much lo be hoPtd that. at 
).tr. Lloyd Georse S\ldetted, the 
Chancellor and hi• advisen will be 
able to nnd aome way of gettJnr over 
the ltlal dlftkultlet: and so l)rtvent 
tbt. t'OI.Intry from ...Utinr In -.1hat 
wu not too 1trona1Y called. the 
• rol>btnl" or tha Cud> poop!<. 'l'ht 
Incident br1.np up sharplJ the 
.-elat~ bet••Hft lbe Bank of 
Ellalond ond tM eo..rnm..L Whlll 
lt lnrrecbblt .. w' for two months 
alttt the tranatn- of tht 10~ ,..., llrM 
~td. tM BntWl Goftrnmt'l:'lt hold 
appe.R'ntb' onl,y an • f.ftdir«t • kl'low~ 
Iedet o( what was on ;oot and abc 
ttntral publk no knowltd' e at alL 
lt Is poalble tb•t the Coven"UMnl In 
one of II• not ln!requent tn()~Mntt oC 
• tartltnr obtu.Hnett failed to reau .. 
the an1• r such a propoul would 
cauM U lt were 'known. It '"' 
ll)fMirtnt1y fa iled to reply with t nY 
••Indirect" protestl and hu actually 
bta·.n OOftYir.'"TDtion.s with German 
reprutntatlves over the Cud'! autt• 
now biOl'ked ln Lond011 by t tatute. 
conversatlcma that are: admJtttdly 
Unked up whh .. de fACto " rk'Oinlt ion 
or lht Gtrman oonqutst. The German• 
may excusably have beUevtd tha: 
LMrt would In the tnd be no obll.ele 
to full f'C"t.'CCCD)tJon and a full tl'IJ'IJier 
of .u Cuch .,.a.. Ntilher COUI'M 

-ld -be ~blo. 
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•'AfER: 

CITY : 

DAILY 'ZA.A.LD 

LO."IXiU 

'here Must 
Be Control 
W H 0 dec.ldea Brtt.aln'a 

forelgn policy and ftnan· 
clal policy? Mr. Monttt.IU 

Norman or l·he Government? 
ln \he put. year or two the 

Treaaury lltt.med c.o be tncreftl• 
tn1 Its control ove:r the Bank 
ot England ULLie by Ut.Ua. wo 
natt.ered ouraelves that Mr. 
Norman bad btcun to reeornlle 
the BrtUsh con.stJt.uLlon under 
which c.be wtU or the people 11 
expressed In Parliament.. 

But. th1l coutldence prove. to 
hue bft.n prvn.atu.re. The 
utou.ncuoc atr-.tr or the Caech 
rold surrendered to oe.rm.anJ 
&bows \hat Mr. Norman ia aUlt 
t.attnc d~on.a ot bllh pollc.J 
Into blt own hands and wn•· 
lnt a cobweb or lecal quibble 
and ft.nanclal MJSU:r1es around 
hb operatJons. 

* * * Mr. Norman never to!d the 
Government. that. Lbo Bank for 
lnt.ern~t.Uonal Set.Uementa wu 
propoalnc to hand over t.he cold 
to Oennany. 

The Government dou not. 
even know otnclally whether 
Mr. Norman. on the Boar<l or 
t.he Bank at Basel, favourtd the 
tra,ru:fer, or op))C)Sed u .. 

SJr lobn Simon bu to ten the 
Hou..e th&L he does not even 
kn01r wbere Ule fOld U.. and 
doet not think he hu lhe rlJht 
to au. Kr. Norma.n. 

* * * 80, tn raee or U\e unJ\ed 
demand for lnt.tmaUonal 
J uauee trom tbe Br1 ti.Jh 
Parlla.ment. the Chal\cellor ot 
the EXchequer hu to nplaln 
humbly and apotoset.leallJ LhU 
he hu no power to uk Ole 
OoYtrnor of Lhe Banll to do 
what Pnllament wanLI. 

Could Lhere be a. more con .. 
clu.she proof or the vaUdtty ot 
Labout"a e1a1m tha.t the Bank, 
u.nde.r t.he Governor, ahouJd be 
made openlJ and ollklally J 
aervant or the BrtUih public? 

I 
That elalm ts now ahown to be 

not me.re.ty valid but urcent... No 
teetlon of llle Br1U&h pubUc 
can tolen.t.e llle 51tuat.1on In 
whleh Mr. Montacu Norman 
c:arrtu on w\Lh Lhe polley of 

l
a~nt... whtn enn Mr. 
Ctiamberlain claims to ban 
ahe.n tt. up. 
• 

9 
lluL:BER : 

o.m: MAY 2 7 1939 

• 
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MR. NORMAN 
IN CZECH 
GOLD UPROAR 

Oy DOUGLAS JA 1' . "Ooily Herold" City £Jitor 

extraordinary situation has hccn 
created hy Sir John Simon's speech in 

the House of Commons yesterday on the 
. '5,000.000 o f Czech gold, which Lhe Bank 
1f En:;:lnncl has hcen orderccl to trunsfcr· 

to German\', 
E·vtryonc Jn the City who 

ought to Know beltovt3 thnt. the 
gold Is sun In the blmk'a 
vault.s. 

In Pllr-Homent. yeaterdlly nearly 
every 4pea.ter demanded lha~ the 
Oovernment. ahould take lmmecll· 
ate s~pa to prnen~ lhe aold ftnd· 
1~ lt.s way lO Otrmany. 

L\Jr. Wcdp.od fk:nn .aid thaC 
IJ the ,-old was stJU Jn the. Bank 
of £n&l&nd's n•lt... Sir .lobn 
sho1lld. Knd the Su-Jun&.•at· 
Amut..f~kblt .. 

NO CONTROL 
Slr J Ohn made almoat no 

atte:mp~ to d efend Mr. Mont.acu 
Norman, Oonmor or the Banll: of 
Englan<l. 

lnJLtad h e protested lhat, for 
all sorts of technical legal rea10au1. 
he could no1. cont.rol Mr . NormAn 
In this mat..Ur at. all. 

Sir Joh n told Lhe Houao UU'L he 
would Uko Lo. provctnt. the N~.1.11 
seLLing tho gold. But. he added, 
to the growing aatonlabment. or 
the Mtmben, Ula\ hf did not. even 
know where the gold wu, and did 
not thJot he bad power to aak Mr . 
Nor:ma.n to tdl him.. 

SILENCE 
Wo&L lllrPri.IIJ\I of au. Sir John 

aald Lbat Mt . Honna.n wu not. ln 
Lhe habit ot W:lll.DI &be 'I'Uuury 
abOUt the atratra or t.he Bank for 
lnt.unaUonaJ SelUt:mtnY: Wbkh 
recenUJ LO t.ranl· 
tu tbe credU. of .... 

heed wllb a unanlmoua de• 
ma.nd for further aeuon. Sir John 
promlted to re-examine lhe lep.J 
fllH.•.sUO tl and see wllether the 
'l'reiUIUf)' could not CQll upon the ...., 
Onnk or Engtnnd to wltllhold the 
(lOICI art.er all. 

Many legal and nnanelal cx.perl-11 
beltevc t.hnt. t.hJs L5 the proper 
course. and that. t.he RdCh$bnnk 
~:~hould be rorc.ed c.o 4ue tho Bank 
of Enatand ln lhc BrlU$h c:outt.i. 
tr It wt.shes c.o get. the cold. r 

Sir John'1 ne.xt. move t.s.awalted 
with very crta-t lnl.trt'S& tn .ParUa­
ment. tn &he City, and throu;hout 
the counlP'. 

Regraded Unclassified



lA t;k : tlNAllCIAL IIK1.S NU!.IDER: 

CITY! DATE: 

LOMBARD STREET 
SURR.ENDER OF CZECH GOLD : GOVERNMENT'S 

FI.JRTBEll ADMISSION 
)10.-.cDA 1' EnlfllfO. 

0\lrl.dc tiM a~erM o• 1bl 
c .. da a...U latl Fddaf, 1M' ~~ .. ;~·j~,, ~ 
ttle K•utttqu,.,. "'••I.e •n .. mlMtoe 
I'ICiped. lbt IIIIIIUOB tl deaernd. Ill CO&• 
l ..e•l lbll tbt T,...ury lmew • .tine. 11:10 
"ld O( r.111.rd 1, 1~11 Lbt •ctlon U ll:tll bJ 
tt1e f!4'm..a n 1111borl1let to I.'"Aitl pOI~klfl 
of 1111 Cttl'l'l 1101e1 Clf,POllled In London Ill 
u~ name o• tb• Dl•~k fO¥ lnternulotlal 
8elllemtnlt. 01'1 lbe Olber haM, our tn· 
ICKn•aUon tJ that u .. aetual lrandn dkl 

l ..ut like plllfl tlfl.tll Mtl1 IO )I&J. 'nllll 
"""" tbatlhe Trea.w.ry had unp.le time to 
tali.t ll'J• I actvke, OIIUln au u .. ~ry 
tnt~ rrom tbe 8&rllr 4lf EqtaM. 
a.ad to ta.ka tile ~ry MtPf ffW ~ 
P.lll Ute t,_IIJIKUOL 

,.,.. u.. TreuGt1 *-lllfd ta tar .... 

dtUIJ .._.,. t• IQII!IIl lkl tbe l.al'lt 
b tMIUfd w wiUd!told l•f•nuUoa aon a.lJ 
t ltbj.et. U tiM CkwtfOIMI\l lkm~"ldl 11., 
Durll!ol lhe kll ftw IIIOftlbt Ull G<l'f'IJUo. 
OU!I!ol ..ciM .... Il ,...jMI!Uftl rtCU .. I.. IO aU 
banQ. 11M IYII'I lltOUII'I II h..cl no ...... 
rllbl lCI df'lfltnd tbt OI\CuUon of til r eo 
~~~~ 111 -.nu w1111na11 to~npUtrd wlu1 
thtm. 11 It tdrn!.Miblt u.-t lbt Govttn· 
nunt ahoul<l bt tnUlltd 1.0 UC*'l loy•l to­
oparallol\ In 11'11 pUbUc lnltttfll tro111 any 
t&nlr uctpt Lhl D.anlr or Kqlud f 

POLITICAL BANIJNG 

U.. Ia Na7 ..tJ, at u. ..... ...._ u 1bt 
r ...... -. tt ..,... t. ... e Md • Jttl-..c. 
t-U8M tor ...., _. .. ., - llN Jf'OIIM o:-· • ,.,.-.• : 
..,., ... ,. 'WM .. u.. eo lab utloL '"1~""~'''";.<;..;,. • ''b. Ail, .... ~·· coat~.._...,. 
.... ....,.,.. t .. t. ..,.. t11ett;:ll k ... , ~;; .. ;n:.;i.o;; 
_.. Ula• a ...... .._ ll'ls dUpoMl, k Pf• 
tmfll to lhWtbl tf'OIIII GolDe aa,-tbt~ oc~···:-,: ~ 
MJOCIIIII '" coo.INrtlll 1M ....Urr ,.. pre. 
.-Wablf Wlthlll Ill, Otrft d.,._,unt:DI, It 
•-oakl aptWif WI bit dJd ooc t'f'tn t&ka 
Ifill adv1tt, Judii.Of tl)' 1M r~ct tbat o" 
rr~lay he pto.olwd to flo ta. It Mtnu. 
tl)(lrtfo.rt. that hb dallll\ lhll b.t 'a' l.t •• 

au• lout u nnJ'bocl1 to tcop tht lr•ruttr U 
powJblt wa., mltll ~uwntiOII. Tbe oov­
,rn•»•nt v. IU hln'a lO trtva \'tty 
tfldtrttt Of Ut dc•lre to •top lbt ;;;;,;;;;;:I''"'~~··.'•"VIIO''~ 

In ontu to ruakt 10011 ,.., h.:attlon ::~i I:=~;:~~;::~:..: ~areh and Mt)'. In tbt abM'nC* 
•~ lde1~q U w-Ill be reneraJiy uuamed t.hal 
U"' T,..aurt dt lillcfa.tel, ahtLIJt1ed from 
t&.ll!\l lbf 'lfC'<tU&f)• llt'll' lt1 JIUDUitlte 
II• p~Ucr 01 •• ft~~a.norlal a~ea~:• 

/D 11 

MAY 30 19'39 
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CITY: 

HNA.IlCIAL !IEl\S 

LOll DOll 

M.P .S AND CZECH 
GOLD RELEASE 

MORE QUESTIONS TO 
MINISTERS 

f"'t\btr ~ abodit tbe rtlMN 
1M Rt.'lcMbt.ok or tiM lU(Ili,OOO ot (M(':b 
10~ hdd 10 l.oD4GJl OD a ebOlltll Ol tiMe 
!lank r~r tn~ematloftll ~1tl8M!QI<I. wUI be 
••keel lA tbe Hollie or COIIII:DOOI when llar. 
Uam«llt H:IJMmlllU ancr tbt ~\'lliUU.IiUdt 
roc .. a. 

I Jn the debllt on ''"'••!••""!'!"'· on 
day, whlcb y,•as t\lllT ·~;;:;;;;.,;;.,,; 
FJtiM1clll New., boUt tbt ' 
tbt U:rti.Ub rt.'PfiHft"U'I'el Oft 
tht n.u. (N.C. Noanlll and S&r 
Slflllt Jtt') we:r. tt~VC~~1J' crttJdtH. rrocn 
quarttl"' ot liM ltOI,lM. 
'l'bt Ql.ancltUot of lbe EAtbtqlltr Uld 

m!Md. tM.tlbe Gonn~meat "WWI4 
a•h 'kti oa lbe lfl*l10il wiM\Nr 1l 
WfGD&lJ' i ll ~- fnMa UIWfftl .. 
willl lM rt..._ Ollbt plcL 

L&GAL AIPI.OT OP "-"""' 

CZECH l>EBTS TO 
U.K. HOLDERS 

~ 

JUNE 17 THE FINAL 
DATE FOR CLAIMS 

llVIIDER : 1/ 
DATE: 

~At ,o 1939 

Regraded Unclassified



CITY: LO!IDOI1 

I 

1
BANK AND CZECH 

GOLD 

GOVT. TO ADOPT NEW 
LiNE OF DEFENCE ? 

H l.t und11ut00d UI.At •• a mun or att l 
u t.banae oe view• IMI\\'IItn Ult Tl'f!liUJY 
11ontJ dlot Dn.nk o t E IIIIAnd 011 l'rldll)'. lh t 
Oo,·ernment Ia likely to chtiiJCO U1 line or 
dtrenet In fa(e 01 lhe trllld.t mt dlrC!Cltd 
a;n.tnn tbt 1 'tfttUr)''t aUitudt In the 
mautr or the sunender ot Cr.eda ; old ll)' 1 
lbtUIS. 
nu«~8flOUt f'rlday'e 4tbt.le tbe m.~Jn 

tf'S'dlllt"'U .,,,b ,.bkla Sir IOhn Simon 
SOtl);hl to «<n"lll<lt Uw IIOOM t:bt.t tbt 
Tf'f\HUr)' .-., UUbM 10 ~t'DI lhe 
u·an.$fer ol the a.D'Jo..«tJ 101 CUtb fOld "t 
the 8.1..5. 'KU tlll&t 1De a~ htN bT t&.. 
8 I.S. n,JOJ lauallftlfJ aptlltl btl.q ....... 
n.a. b ,..UOG te btll..,-e tlalit tbt 

GQ<rermelttlt will aci(ISI4. a to&&ll7 4Uf~cnnt 
IIWlbocl ol dtfrno. etltr lbt ,....lnbiJ ol 
l>arliameftl,. l.ftd lbat tlfiKdonb UMI .... In 
etrumrnt w111.,. tbattbe IN nil ot Etl«l.and 
b~s 110 lmo~~> lfd6• a~t 1~ ultltnce ol 
any C.lft-h fOld '" lt. ~auu-. bt1011<l 011 
nn.ount 'll!bJ.:Il It brld ltl the name Of lhe 
Cz«bo-Siouk Nauonal IU.nll: atloll whiC'b 
1.! bloclo:td under 111• Cllf't-ll04ilovlkla 
(11t:a'lri("tion on IJ.II1tktna A«OUIII~, &c.) 
AcL 

OIICU,,AIMIR aY IAHKf 
·n•t Oovem•ntm will mnlntlllln thnl the 

Uat•k or ttuat11m1 di~Cithu• "'"tot"'"• uu y 
UlfOtllilt.IIOri abuut the o~ntrtlil jl Ol I Oid 
I~W. tu•r~t In lht MUll o f til• IJ l,t',. " nd 
11~1. 1t1l• btll~ tbt n~. no uuon C'bul!.l 
.be taker. tiU~otr now Of Mrlltt for tht 
~J7urt of the .. tllf'fed " Cll'th dtPQilllt In 
I.AliDCion. \lo1~ U;l,i~tntt I• •• l.lDPI"'\'11'0, .. 

1bt u:planauon 01 U.• hJlPtoelifll m•,or:e 
lA tiM meotbi)Cl of dtf~ Un In lht fl('l 

:"~ .. 0~~ ~~·~.!~':'e:=!~ 
0011 aDd not 1M Aanr Of Kqttncl • ....,. 
&bat u.. ~l'f'ftmotllt •'GUHI bt en.w:Ud o. 
1M llOUM Clf a .... ,._ rauM to toch•tt UM 
J:SaOL ., Eqtaad ' " .... abe ..... - ... 
o-. l .. li&lln. 

FRENCH CklTICISM OF 
B.I .S. 

FIIO.M OVa 0. ,_- C<NIUIIO.'fOC."tf 
p ,\RlS. )fay 10.- 111 f'ttfl(b fftldtl 

d.rdH II'XII'fiDt ~-t¥1 Ill IRIIntall'lfd C<mo 
ctrnin; the CUdt ROid tuNttwltr, anti 
c.<Mnr'ltents art reru.c!d. Nt vtnhtlt lf, u Ia 
UMtrteood In ftntiiC:ill.l «jlllrtfra thM .... 
pon• thtllt f 'r fl'ld• r•rrtM1111lii¥U on tilt 
U.I.S. bOard OVJIOifel thl lrt,IIJrtr 10 Gt:r• 
'"'''Y a rt correct. 

StrOll$ crlllcltnl of 11ie 0 .1.1. I.Jonrd I t 
tXJ~rft.Hd In liiU'lkhijJ tlf't'IK. U t1 COli• 
lidt.rtd that till bMrd'i •tKhlou w•• ou 
Ute prlnclple tnllt •••• •llu•Uon t.~l Crttho. 
stcn·akiA - 'u unch&II.ICMI by '"' ' co~o~n trr'• 
1111\fXIUOn tud ~ieqlilf'tUI.t tiMH (;er• 
mt.ll)', oa·tnc to tbt .. , .. ,, .. utot Of for«, 
•-u eatUJed to f':Ur.·lw uttiHio,....,, •• , 
rJCht.t. u.ro.d. II il felt •Jao Uta4lhl l.LIJt.. 

l
lhOUkl htq, Mlbm!ll(ld the q~lo. to The u.,.... Tnllun&l 8pf('lall)' •l~ IN B I 8. 
ttt.Hr on.,aatec~ t.ht You•• 11u •b~ 
~ 1« au~rou• etllit,.U• .,.. 
(!Mdiut.. 

lruJ.IDER : / J- . 
DATE: MAY 31 1939 

• 
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PAPER: I''INAJICIAL !IE\'S liUI.ffiER: 

CITY: LONDO II DATE: MAY 31 1939 

LOMBARD STREET 
BANK OF ENGLAND DISCLt.IMS KNOWLEDGE OP 

CZECH GOLD l 
T\.'IIOA'f Evt.'(ll"O. 

roUo•lna U1o0 tWbat• on lb• Ct.teb aJ.Jo!'tt 

111 th• llouJot of common• on f riday, the 
TI'C'p~ury hu betn oon"tarnly eoatcrr1r•r 
\\ ilh rht uonk or I~ l ind. Tbo JJ.ank 
bnt llllPIIttrlll)' round • ntw txp.l&lllllon 
for ttle t'Ondu(t ot lbt U J.S. And tilt 

nant now """ a to&aur dlnrrt-nt 
lltlt from tba.t "' 1he CbantdJor or 
lilt Extllil"q'Mr In bl• «:ply to quetelons 
on Mar D. &&14 at.o In lab ~at 
la•t Friday. , . ._ ~rt'• ••lb'ODI 
lUll., b tbat &he OO\'t111i11KILI Y&t dtbltTfd 

fro. tlkl.nf aJl1 ~ uftdtr '11M lii.&Vt 
Aa'rHftMftl ot Jt)t aJ14 tbe BNNda ~ 
totol or Ita. b1 ,.t.rtue ot wblltb tbe <iOVft'Do 
N•t lfaAIM a-ua.i\7 to B.I.S. UMtl 

qalat.' Hlare al:l4 ~ftlcattoa.. \\'b«<l.e.r 
ot ... U1b M-ftaC& U WtUtU&bt U tar u 
tiM 'ht-atUf1 lt coo«raed, lt etnalCLI7 4oa 
no& cO'I'tt tiM Dank OC £Daland. 1'bt l.Utf'r 
n• M paltf tO tM qrttmtnU. Wbld't 

wtn "'"'"" U~.e o_r.s. an4 tbe Go,·em• 
mrru. 

Aceotdln;ly. the "''"" adopttd t.mona: 
lntunollon•l lawyeu t• tbet il wu nOt tor 
liM 'l'rtt.tury but tor the Ba.nk oc Ena;laniJ 
to JIUVtn\ lilt •urrtnller or the Cr«tl aoli! 
to Oer1t1eny, by rtlua.lfl.IJ to corry OUL tlle 

hutrucllon.t ot tbe 0 .1.8. peni)lt'li • "'11n1 
111 lilt Coutt. ne Tnuury, It tJ: • rrued, 
h 10 be blamed only lo 10 far u It f.al.IM 
10 UM 11.1 coul<ltrablt ln.thlUICI tin&. lO 
1114~ u .. OriU•h dl.rfC_tOn of tbe B.I.S. 
to rt•l•t tM Gtmwl.n dman4 for the .ur­
rtndtr or tbt UMta. and ~J. to 
lnchiC!t tiM Buk ol &Dclul4 \0 rdUM 10 
eoiaplp •1tlll UM; ~ rt«iTfld from 
U.. II,$, 

BlTCH IN THE DEFENCE 
'f'ba U•a Of lf:ffDClt adopt.td by ~ 8allk 

.r D,c'*ll4 was etuon18 ~ IDf'tt tble 
Ita. t( att.a.tlt. II ~ ot a aim-pit CU. 
daiiMr 01 uowtMre ot the t::lhtn~N or 
MY (:::a;«h ~MU tn Itt .-aults, berOGd thOM 
btl4 lA tilt MIIM Of lhfi C&«»Sionk 
~auoaal Dank, •hid\ ere alrfM:Y btodrtd 
llndtt ttla CUdi04UO\*Ild• CRtMrictiOIU Oft 
Dan.lltna Accoun\J, a.c:.) Ac:t. Tr.e Bank o r 
f.nJ iftntl m.11lntaln, lhat h hu no kn.Ow• 
kdl t • •bata\'t't o r the ownenhlp or tbe 
fiOid held on •ecount or \bo O.I.S.. and 
that. tn lilt abtenoe ot tniOfflladon AbOUt 
ttlt Ult.itllee 01 a Clf(:h told d!J)Oiil 
an~tl lila 10lcl holdi.nc• undt.r the name 
of U1t U,J,S,. u •·ould not bt In a pos1Uon 
to rtfu.M lna.t rvc:t.lol'l• by \be IU .S. oon· 
ftntlh.J tba trartlllu or pen or ua &old 
bo<tdtn.a-. A•OS!UOil or tllll Une or &tenee 
"Oltld rut.llt u tl.ktar thai, ant-r tbe .,. 
~~~ o« tJM tlouw.. ~e» WOCI14 bl uarc 
.._., tiM •••••ll1 0( ca«b IOid ........ by 
,,.. a t s. •••• uo.t. lloC'II or DoWklll't or 
IU't"fUI.toVIM'!to 

·~ •• tllb .,,,... ...,. appeu, h 
baa ... .,..,., «*nou& lbw. Two o1 tile 
•J.t'fe10ft or a. 8aftll ot .:.c.._.. .,. • 
IM *"' Ct( lilt 8 lA Ad11Dtuecll1. 411~ 
loOn ~ ~ - Clai!D ~ pc~Mft• 
enrydOI*lit- bowWfe or &he Ia· 

, ...... ~ .. 4:U.ltJ: ~~ t'III!.IY...;:~ oc ~t 

bollrdt lbty •II. fUr Otto Xltmertr. how· 
• "••· 1" t l'lc.ltmtn .,-r u .. n 1 &. "'"Uc 1r . 
l iOtllllf\l Korman 1-' 01\lt Ol IIWI Crt"&IOtl and 
thu J"'OMJDh or tho bank. 

BANKING SECRECY PLEA 
UNTENABLE 

It tt thtrtlort not an unrc:atonahlt rrr• 
tumpeion that bOih llr, ~onoan anll Sir 
Otto Nltmt} or mt1t11 lit eopln.nt or tbe 
owae.r.blp o r U111 IH,a. told 4tposlll ta 
Londo•.-., •U efftl\4 a.o far u ltaporta1n 
•('(!OI.l.at._ tuch u \bat e~rtbe ~k»Tak 
~al.loo.al DaD. 'lltrt eoo«"""- Sw k It 
~ •• pl!fM tbat lbt Wtalltr of tba 
OW'llltl"l Ol tM Mpotll IWwl &o M ~llltd. 
U a Nookt .. MC:ttt. lll UN Jo'«NI 01 tlrae 
OW'M"- 1"bot Cu<lllo4lO•U ~ .. ._.IIJ&Ak 
lUotll UfU IOIJ,.I 10 IIIWt 11M' I.U Llu.t part 
ot U.t J.Aoo4o. aold •tpotlt wu Mkl uDMr 
lbt MIM or lila 0 IS. to tDt prntnt altua· 
tl4n u lt ob'I'Moutlp aralan tbt fott.rHU or 
the NaUot~•l O..nk lbat Ill owntnblp 
•hould bt conctt.lottl 1111dtr UM plea ol 
bll.olt:IOIJ MCff'CJ, 

ln. thtM tolwllllont, II mAy be dOUbtt4 
whelhtr &fllon 111 l~arlltnltnt will Plf· 
luedt tht nantc or Y.nal•nd to aclll•lt kno•·· 
lt<l.irt or ltte ul4!tnet of lilt Cztdl IOkl­
unleu. ol C"'11rllt, !ht tlrtllllh or p.,Jia· 
cllf'l\1&1)' jlN'ttl.lrt l.t fi'~Al I! IIOUMh tO C:OII'• 
!l'f1 tbo 'rrtltllt)' 10 llflnJ f'(!Ually tlrotlJ" 
prl'bUrt 011 tllo Otlnk Of &n;huu\. If tO, 
tht public re.una fln:IUJd ll)' lbl.t analr 
'' unlikely to cllt down. 

IS THE B.I.S. 
NON-POLITICAL T 

£.-ea ....... IMM "'hO .,.. llld.l.a.ed to 
a«<P' tiM T,.._tf't 4t'ffll('e .t Ut 
poUtr. tea.,.. " • lf'O••oc """'-t.~MM 
&p.Aitl TJM allllodt \aU. .,. U. B.LS.. 
•hkb ta ,..., 11vamn •~ ,.,..,.. .. u r:blt 
.. 'tlllatll ot liM .,....... ..,. tad rut tM 
Cba.~~Uli!Ot' Ct( 1be Dtlw4wr ... ,. 
pet.tedly tcapll;aJitcd hh IM .. IIIfiO oblalft 
lnfOMiftaiiOa allOin lbt.\ IMIAIC ftom Ut 
Ontl.ab dl...cton b aiM aublect 10 nu,ach 
achttM crUic'-m. tUr JOtlll !inw.o'• U· 
platla.tlon tbat tue:l'l a td41U I~ lnt:Yital>lt. 
owlnM: to the tdtnllaUy '*"po!!Ucal 
characttr or ttHI It I 8. falh to can)' con­
vic\! on. Tht CllanttUor l)t the I'.Jtcht<Quer 
cnn bar~ly have overkKIIftd lht w•ll• 
known raet tl~•t one o r the Hetman dJtte­
lott ol tho o,J,IJ., llflrr Punk, I• a mtmbtt 
or 111o Guman oovt rument. 

h 11 cumcuU to '""''lne lb•t. O'IU or 
entbual••m fOf tbe prlnCIP1t or ltwll!pt_n· 
dC!nt ~ntR1 llanli.tna. lltrr t'Unk. tht 
director o r 1h• Jt.I.S, eonetalt •::.e kiiOW· 
ltdlt atq\IIM Ill "-'It lrtrn ltttr Fuok. 
U:l• 04'rm.an Nlnltlf'r or Sa.Uoaal l:«.inOIQ' 
-« ftOM &D)' OIIM'r Gtnea• Go\•tmmtnt 
MfMln.ettt. '11ma. • •U• lbt Urltltll 
Gow-t'miMft·t I• ''" Ia 1.._ ••111. ( ... leu H 
h.apptn• It OMaJa lnfonut1oe lo4if'ti(U,y 
ltOOL DftfPHiiiH c.IIMIItal """'"') lbt 
Gt,.... Ooortr ... mt ~•"• tan lat ....... '* lhfOUih tbt prtMMe 01 .. " ~:.. 
... ..._,.. at liM bOard -..«•o •• Ua.tk. 
b 111M a ... polllle&J Malt •llliC'h COUQb 
tk" t'11oll antonc lh ctlrttton • corur.-
41ttloa Ia IH'Ift' t 
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CITY : 

-
. . 

• 0 

- ~ 

'!Ui :;ER: !It 
;:, • -oo:: : MAY 3 1 1939 

SURRENDER ) 
ORDER FOR 
CZECH 
GOLD 

BALE, Tuesday. 

THE B a n k for Inter­
national Settlements 

announced to-day that it had 
u been forced" to authorise 
the handing over to Ger­
many of £6,000,000 deposited 
by the C z e c h o- S I o v a k 
National Bank in the Bank 
of England. 

The authorisation eame under 
an olllolal clemand • !rom the new 
lldmiDistration of the Cuch 
Natlooal 8&ak.. • t.ta. .Ba:nt tor latera a. 
Uonal Stttfemtnts stated. 

City Puzz1•d 
n... Bu.k of loler:aational Settle­

menu ••td th.at their oaJy part of \ht 
Utnt,ttlon wu to verily the lfcna.. 
ture on tht fY.&teh Bal)k'a Mqut.st for 
th~ money.-Auoci4kd Pre~.•. 

'fh• City ot London IJ sUII much 
puz:clf'd about the praent whereabouU: 
ot the Cte(h &old (uys Tltt Ooil¥ Mall 
City Editor). Neither the Bank of 
En111nd l"t'turns nor the bullion ex-port 
fta'Uret d ladoae any ablpmtnt to 
Switurland or ~rmany. 

It may be that the Cz:II!Cb cold hat 
bftn 101d b1 Guma.oy J.a London and 
converttd rnto doUars, but those who 
follow the bu.IUoa marbt btlleve that 
the £1.000.008 ll still iD tb• lbnt: ol 
J:a,o'-DCL 

• 
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PA.PER: 

CITY : LONDON 

· ' £1.6 ,000.000 LEJM' " 

,.,_ Oar Ow• Outtwt a••e•t 
. aor.a. WedMid.,.. 

The .. Rato del caruno ... orpn or tbe: 
Fuc&.t par\1. states that the German 
Gove:rnmeGt hal obtalntcl eomp~ta 
utiataction OYtt \be C.Ch aokt 
dePOSited in Br ltllln. 

'the Bank for lntanu~UooaJ SetUe­
mtrU.a hu ordered the Banl; ot En111nd 

tD bAnd ·---depoolll 10 .... Rolobsblnk. Tbe BriU.h Oooomment 
could rwt object bteau.. the OS>tra tlon 
wu q,ulte Jttitfmat.e. 

But the fte'WIIM~ add& that ~rt: It 
ttlU £10.000.000 [n Britatn whle:h bdon~:• 
Jo the former Cz«hot!ovalt Oovemment. 
betlclet .ea..ooo.ooo beton•lnl to Ca.f!th 
private df"positon. T he! BrHith Oo~m­
ment, it s.ays. lias laid an emburo on 
,.hele two depo:tlts. 

TALKS SUSP END ED 
87 O.r City Ecllior 

It. wu Jeamt yesterday that the talka 
wh.lch h ave beel'l tak ll\l place between 
the Brit.lsh Trca.S.U?" and Htrt Rueutr, 
or t..M Enal\sb aect1on or tM Ce.rm1n 
Forelan Oft\ee, hav~ been lndcftnltely 
·~ed. 

Tbde t.alks which ~latC'd to the ru tu.re 
or the Cleeb assettln Loadon. e-x(:)ucllnt 
1M u .eoo.ooo of told hold by the B.I.S.. 
'oto"erc taeftlially preliminary ln ('hlraea 
wr. 'Tbt'tr alm wat to expao~ the poaJ.. 
b Uit.J of snu.o. off the O«:h ....u btkt 
in London qainst the mrUna llabUilles 
or \be okt Czeebostovak ~~•te. 

!lUMBER: / h 
1{ 

DJ..TE: JUN l 1939 

-. 

• 
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P.a.PKR: 

CITY: 

DAILY TELIDRAFB ll'l.V.IDER: 

LONDON 
.JUN 11939 

D;.TE: . 

TRANSFER OF OZEOH 
GOLD EXPLAINED 

'l'!O P RESSURE EXERTED' 

F'rOal Ou 0.... C01 n 1to tnt 
PARJS. Wedi>Hday. 

An tnu,m- with Dr. Be>-tzl. pr.,ldfnt 
of the Bank for International SetU .. 
menta at Bule, on the t.n.n.a.ftf' of Czech 
&ol<l 10 the ~leh t. pub!Wied _., In 
1M .. Aimee EcoDom!Que et F'f.niM'W:r. ... 

Accordin• to the: Bul• tOrTHi)Ondfl't l 
of the papu, Dr. Beyen u1d that lhe 
quatkm was a purt\1 teehnkll one tor 
tbe B.l.S.. No preuure wu e.xtrted. on 
It from any quarter whattoeWr. 

The 8.LS., be uid.. had. only 10 e.umlnc 
whether the order c Jve:n. wu valid. 
Neither the s ·nlfsh Oovemmt1\t nor the 
Bank of EnRla..nd could p~wnt It from 
dealing wlfh the aold dtpotlted ln 
London. 

Swiss let1slatJon did not require tho 
B.I.S. to examine the le1ltlmacy of tht 
orderJ .liven to It by the .Nation•' Bank 
of C'z.eclloalovalda. 

"' Dr. Beyen remarked that It WIJ 
n.aturallY not the bualnCI:tl of the B.I.S. 
to determine whether preuure had betn 
exerted by Ge:nn.any on the National 
Bank of Ctochoalovakla. and In any ca10 
It had not the means or 10 dolna." the 
pa~r odds. 

UnUJ now no clalma had been made 
oo the boldinp of the Natlona.l Bank of 
Cz.ec::hotlovakla. It was DO\ lnna.mbcon t 
upon tb~ BJ.S. to nqotl•te Oft thle tub­
jed with ""7 German hutJIUtlon. Any 
atttompt at pO!Ilieal PfetiUfe woukS haw 
...., 510ppod lmm<di•IOI;r by tho BJ.S." 

• 

! 8 

Regraded Unclassified



PA?ER: 

CITY: 

riNAliCIAL !lE\.S 

LONDOH 

B.I.S. AND CZECH 
GOLD TRANSFER 

~ " PURELY TECHNICAL," 
SAYS PRESIDENT 

In ftl\ Interview gtven to the hMie corre· 
aponllcllt Of tho Parts Agenoo Econo­
nll<l\10 ct 1-'tnanol&rc. Dr. Oeye1l, pres tdcnl 
or the na_nle tor Jnte.rnatJonll seutemc:nta. 
Is repone4 to h1ve atd he regretted lh" 
lhe quuUon of tho surrender ol £6.000.000 
Of CU<h 1010 f rom the Bank of V.,n.atancl 
had betOmt a poliUtal on~ 

Ue atftrmed \hat n was a purely tKbnteal 
mautr for the BJ.S. and that no prusu,. 
had *n uerclsed from any quaner. Ill 
aald Lbal t'ltllhtr the Brftlsla Govemmtnl 
nor the O&nk ot EPala.od could prtvtnt ll'lt 
B.I.S. trom u&lng the gold dtJ)OIIttd tn 
London In whatever way It desired, nor 
wu tho O.l.S. bOund by SWI!os luw 10 
examine In any apee.lat w&y the lt(ltlmi'O)' 
or order• gtvon by the NatJonat uank or 
C~cho·Stoveltla to \he B. I.S. 

PR&IIUR• PROM CIRMAMYf 

Dr. Otytn pointed out lb&t the ,Old Clld 
not. btLOnl \0 tbe U.I.S. aocl lhe.r:e waJ no 
quM-Uon for eu.mlna.Uon whe1btr thart 
had Men prusu.R rrom Genftt.01 on the 
NatloMI Bank ot CletbO-Slo•&lda.. t\Of' 
wtrt the: onlen ~ bY that bank to 
tbl 8.1..& tub)ect. lO qudtfon. 
n• Alt~"« Ecooomlqut et Plna.ndUe 

atacU an tdltMJal note. acc:ordl.nJ to n euter, 
thAt 1\ It unde.rat.andable that public 
opinion tjhOUld be al'locke:d. by the muurer. 
whlrh 1- IJll;..'lrtn\1)· of 11. rt{(Uiar nauare. 

u wout<l be bett("r to llquldBtt tllll lnJt l· 
1ut1on. r.onunuee tbe rmptt, thon let It bo 
In • l)ot~IUon to earry oot t r3nllaetlons 
whtr.t' t would eertcatnly be m ore dlmcnn 
ror Hit nclcb!Jbank to nchte\'& wUhout u . 

Itt 1110 "U"'U.rill ltrMt1" p .. t I. 

NU!.IDER : If· . . 
DATE : JUN, .11939 

Regraded Unclassified



PArER: HNA!lCIAL rw.·s t-1\nffiER : 

CITY: LOI::JOII DATE: JUH 

LOMBARQ STREET 
THE B.I.S. BREAKS ITS SILENCE: DR. BEVEN'S 

APOLOGIA 
Wr.O~'UI.On' 6\'f.SI !'(O, 

H 18 neAr-ly a rortlllarlu t.lnce the fil'lt 
IIUV. II. (I f IIIII •urrtudtr af tilt'! CX«h gold 
IJ)' 1110 IJ 1.8. to Cli'UilAO)'. J>urln~; thlll 

Ume-nml Ulore fl'll • tlc:ular1y tincc the cOrl• 
nrml&llon or tllfl ntowll by 11 M. Go,•erntnetu 
on M.-y t~. lhl Oa11k tor lntt!rnotlooal 
~Uit'm\lnU lu" b(oen lil~"ttply crillciHd 
fNMR •II "llltt. To-.lly, for 1t11 Onl tJ.tnt!, 
lht bonk, llltOUih ~~~ prhldtDI, O.t. Deftn, 
h•• tHtrnrt..._t 10 nful.4 the crltki.S.Im.. Or. 
lk)'tn li rtpot\fd to ba,,. np~ ftl«"l 
tM\ tht qut1otlon olthc: tr•nJ.frr ol ~» 
~""alii row ln>m tM &Ide: Of f.o;:Land 
balll bHn ''"" poU1Jnl .. ptftc•Dft. LCit 
ttu• ttllttmttll, ho~nr. •hOuW he lntt,.. 
prt"'f'd. at IUJ1ttU1ti; rtpt'nta.Mf' tor tbf' 
d~i~on to rnaL.e tbe ttanliff'r tor polillul 
~on,liltr.:~tion•. or. O~)'tn hat;tl'ncoc.l to ad.d 
that the trn.Manton ,.,_. l'urtl)' a t eot-bnltal 
matt('r, lind lttllt no prt-~IIUNI bad been 

l
f!'(ntlo.(l(l r rorn tli1Y qu1u1tr Y.ht!I.Soe\'f' r. 

It lhi'H '¥lOrdi 11ro 10 IM:~ lnt~rprt'IM 
llltrnll)', ~An tnthl a.~otumo th11 t the 11..1.5. 

I \\fit 10 flll'(I OU• IO ublilfO llf'rl ill lhOI It 

l
rnnltd out Hrrmnrt)''l Y.l l h v.l th Ollt et•tn 
1•1"11\R JIU'~>~e-t to do to. Attunll)', Ur. 

lllt)'t!l tiOt• 11'U th"n jthlire to hl1t b:ank 
hy IUII!Ct,llnlf thn.t It ch~trrully II:JC'rlnted 
the lntl'ft"lll or 1111 ditnl. the C:~.e.;ho. 
~lot ok 1\'ati<W\111 non", In thl• way, lf(!!(piU! 
tht fiU'I that Utt m~lrucllon_, wnt from 
,., ..... """ obvlotuly a lv•n undrrdurfM. 

lNDECENT HASTE 
Ot lk)'tft It rtport(d 10 b:n·e de<l~trll. 

runtwr. that un1otr s-~.u t.• tbe B.LS. 
••,. u.n.Jtr no Mllptlon. 10 uamtoe ttwo 
lfllll ... ry Ol tbe ordus lh"I'D aoel to CO 
lnle the QUtJCIOft Of ,OS'hWe d:llf'tS&. II 
.. I. hi hJ\ I betn ftrt'Mimftd U ~IOU$, 
•ltiMul aar •perc.la1 u:amlnarlon, lb.a.t tbt 
Cl.tcho-Siov•k S.ahon•l Bu k ..,·o.dd not.. 

lo r 11a o•n ftte wllt, tina sh·tn ln~ruc• 
lion• 100 ob'llou.-1)' t«~lnry to Ita o v. 1'1 
lnlfttil'\111, n .. l'~•ldtnl &f11.Jel lhal II 
'"' no1 ttte clliiV e~r tha I,.I .S. 10 eonslder 
tlli1 atpcct, ilut dots not pau.e 10 cons.idtr 
"hcthft tht u 1.~. hell 1111 rtgltt 10 J)llrt 
1'1 lth Ultl 1((11(1, Yt l, tiiCN! i.J IOnlO evldtnte 
l!lal fl"~'"'ll lhC U,l ~. ~'lh llO~ fttlogcthtr 
''"'•nttl wlllt the I,.. all I met )' Gf tho Germ1111 
d ontlncllil'l'l 0\'('t tho NatioMI O•nk. The 
~ollna rlll'hi rttltt~rutd by I he l.OM ,haru 
hcl!.l by th• S.atlonlll Hank wu t'JtrC'LYd 

411 the t.hlllrtttotdeN>' mttling, not by the 
Utlth\bollll t.4n prot U.lon.ally bf Or. 
lk)t'll 

In bN:tdly .. mil.ar casts. llanlu h.ate 
tr~II.Jfl\tlf, In onltr 111 nft,u:ar\1 tbtlr 

I 
cUtDta• IRII'tHU. rei'UsN 10 UtcU~ l~~o 
tiNCtiOorn., p .. Jtn; a ruhn,z by tiM l.a• 
r..ourb or UNit countrk.t. r.~n 10 tbb 
day, no &(liOD hu rr-u been brougbl 1111 
t..nalanJ by 1t1t r..tmn authoriUt:S to 

I otM\ • thot torrtnd~r of the wbslut!al 

IS LIQUIDATION 
ADVISABLE? 

Fe"• teart would IJo •hcd 11, u a re.ult 
or the excel! fiOI<I Mrnlr, tht 11.1.s. "nu 
rurc:td 11110 llqul<lntlou . A M1tult:t 11t tho 
llKures of tht bltnnco-tillrc-t ft nd montltly 
return thOY. S lh.,l the t.,.nk '' morlbmll.l 
a rHL utterly laC'k4 \'llnllcy, The ambltlou~ 
.Kbem~ lllldlt'll to II at tht OUIW't tL&Ht 
eoma to noUtlng. At prtw.nl. il fulftlt& no 
t\lnctlont wbl<h couJ.t noc. bt Ptrfonntd 
equally lllldl b)' aon I)OIItlal bal'lkiQt: 
iii'Kihrtklru It• 1u.rnour, a,.t1 from tiM 
rmt-.·al ol trou:n utdlt.i. l.t aJfDCM:I ...,... 
ll3:lblt:. aod liMY cltdlot tWtbtr afttr tbe 
c::ttotbooSio•'ll arralr. 

A tl"t •ttP to•arcb tbc llqul4atlon of an 
unlortun.W' U',ertmt:nl In morl'tat)' lnltT· 
natlooali.t:m •ouhJ ba the dnl'mlh.!aUon oC 
the ltUMinlt'l •Mtb tKurtd Immunity ror 
IU.S. UW'lt. Thlt 1\.0Uid rtmO\ e prec:tl· 
r-ally tbl! onty lndtl~t'Mtnt tor Ctr•trn.l 
nank& 10 ,.,etp Jlollrl or their rotd In l.ond(ln 
In Utt noma or the IJ t &. Frnnce w:ouht 
uncloubiC'dly foliO"' 11rltllht'l example. In 
ttun ('ru;c. UI.S. d tJIOI-11• v.ou1d rll \.'lln thl'lr 
humulllt)' on I)' In one or Olhtr o r the Stilts 
llar\letin: on Ciermnuy. Sui'!& .. prOI)OII· 
lion " oo ld h ardly bO utllacth't, Pew 
peoJ)II! woold bll conndl! l\1 lhnt tillY Gernu&n 
artuy or ftllfltt'4~h>n would rhp«t U\a 
lffiffi!lnllf O( 0 1 S 11~11. 

GROWING STORM 
T1touah liOn•• tru.tl~rllo aNt tuC;ttiltn; 

d1at Uttr• hu bftn out m~~rh IJI.,·uttlon 
o: 11w •urrt'lldu or tbt t:a.·d1 cow de­
po&.ltfd tn Lonllon. a crt~~t •tal more ts 
bJ..I'ly 10 CVMt. I 'Ublle lnttrht. tar from 
••1in1. (9nlln•tf'l to ,,.., lr~ •&rt'n;tb. 
lA5S •Kk tiM tna)otll)' el eMily ... .,,,.. 
PIP"'t conft~ Uw .. Mhta to l'f'JttodiK'tna 
Parl .. tnt'nlat'f ftc)~~ &114 d~IH OQ UM 
subj«1, •1thout tom.rntnt Thl• • Hil, 
h0'¥t·e\f'f, Ulf: c~.ttt~Uon ll ddlnltel)' 
•• ne1u," and COinmtnt It alnH,.t unitormt)' 
critical In 1he tor-elm t,.ttH, at..o. u;pe­
t'lally tho 1-~rtncb Jlrt•t. 1110 tnA1111r Is ,-e­
t:l'hlng "" ,.ru•rc o r atttnlio:n. 

St''l'tral )..tl'• 11&\'e derlaN'+I 1t1~lr h&tcn· 
tlo•• or llllr•ulllJ tho flttf'IIIIOt& rurtht'r. 
'Mttl'(l t11 Y.'l<lctprcad nnllioty to retulo the 
nrrrumenlt used b)' Sir Jotm fttmon d urtng 
ln5t friday·• dbcmJtlou . Crtleu AC)Iuo 
flt.Uo n UIC:ullllt(l 10 Mliii,Y f•nrtiarn~n \u)' 
ophdon rf'IUIIII rrorn rhe tcrat advica tnken 
by the Trrt'lnf, Ulo qu o.•llon Jllaf be a 
t horny Qtll tor t ill Dull:lCM'lllt't. 

t• E. 

\ u'*rtaft •~•• •hkb an btld bJ' cf'rtaln 
ttrm.a. ~M~ntr.a. 11M 111 s dk! nos rouow l " 1 Jlf'tl"acltm. bul aCltd tP imlfftnt hbtl'. 

In,_ Ill dlfflt• tnttrHI~ 

11 c 

1 1939 
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?AI'ER: 

CITY: 

DAILY I,Z,ULD 
Hl.il.!l:ll>R : 

LOJJDON 
D .. ' .. 'l'Z: 

CZECH GOLD: 
IT GETS ODDER 

By DOUCLAS JA l', "Daily Herald" City E<litor 

J NDIGNATION about the r..,_nt trlllL<r.,r or £5,000,000 or 

Czech gold !rom the Bank or Eng.la~~tl to c.,rmany '''• 

the Bonk oC l nleruatlom,I Seu1emenhl hns been furthe.r 

inereascd by a filft l e.nu~_nt 

from Or. &y.,n, Dutch P ro-
oident of the B.I .S., made 
yeotenlay in Baoel. 
Dr. Beyen uya that the trans­

fer or JOid wu rtprded by the 
8.1.8. as a puroly • ledlnlcal • 
measure and not .. poHtleal '" at 
all. 

Contrudicl:ion 
Thll au.ttud.e ll In ftaL eotnradie­

Uon wnh thai. ot Lbe Brtt..l.lb Oonm­
ment. whlch rtfwecl to reletH ft.er­
Una naaeu held by Czechs on the 
around• tha.t. the Nul a.eliuNI of 
Pr.,ue wu Wtcat 
ft• pc:IIIUCWI. 01 M.r MODlA.I\t NOI'!IWS 

a.nd Sir Octo N~ <dl.rtc'ton ol 
both &be &nt or t'ocland and tht: 
'B.l-8.), hA& thUI become oddct.t than 
e~r. 

"r.-• Clt1 wanta tO koQW, and ParU.. 
IDVl' wlD want &o In,.,.. whf'U:Ltr tbe? 
acupe. t.be Yl.ft' ot t.be BnlWl Oonm­
mf:nt or &bat or Dr. &nn. 

DU.agrecmenl 
Dr. B~o·a pronounctmC'nL hu 
~ u.. _..... .. ,,.ru.a• 
lbc:re t1 a artou.a ~nt bd"Wt'tft 
tM n.t\UY and UM Ba.nk ot &hiland 
over 1.1\e whOIII!I matter. 

Whe.n Pl.rllame-nt l"ta.uemblft Uteno 
... m bt a auona ck'lr.anel that. Sir JobJa 
Si1non lbouJd call on Mr. Norman 10 
raJae U. IDAUa' e.pift •'- tbt B.LB. on 
1M unckraandtnl thaL u \be B.l.B. 

retu• c.o re•~ lt. deetaton. me Bank 
or Enal•nd would •lt.bdraw from 11.1 
parUel,.tk>n In the B.JA 

8houkl Nr. Norman relUI. tuch • 
rf!Quttt fi'OID Lbe Cba.Dcdlor. Lhe Queto­
Uol\ ot \be: n:laiJoa ~fteft \be BM.t 
of Enttan4 .n4 Partlament W"OUid a.r1.w 
1n an &cute form. 

~ 
21 

JUN 11939 
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rAPER : 

CfTY : 

FI!:AJICIAL n~:ES 

LO::OON 

CZECH ASSETS 
TOTAL 

£1 :1,500,000 SO FAit 

BRITISU CLAIMS 
OUTLINED 

Br •~,. 'I'OLITICAJ.. CORRtSI'ONDt:NT 

\\'EST)I IXSTER, MondA)'. 
In the flou~Se of Commo"" to-day Sta 

JouN liJ'.J..Wit (C., T,mworth) .. ktd thl" 
than<'tllor of t.be Exthtqutr if he would 
11tate thf' AJo,,:·revate .t.mcM.ant of thr 
A"-"'t'la .,. far -.~rtaintd to be aubJf'tt 
to the ("a«b~;Sto\alcu. ( R~trirtiot'lf on 
BankinJr AttOUniJI, el('.l Act and of 
daim.t a~eaia.st tuth UHt&. 

He at.o lnquirut whtther he h.a.d now 
obcaiud .ulfttie!lt putic'ulln to tnable 
bim 10 form a:D approximate- tllimate or 
tht> total amount fO\~nd by the Aet. 

(,",\rl·, ft ( .. OOIC~IIA~I(. Piultdal Sec ..... 
..._,,. W tht Trn.:~1U7, 11aid th• "dMat,d 
amount ut tlw! ~LA ~ tar AMntauwd to 
lw 11Ub)fft t() th~ Act aod availabt. for 
mot~ttinc rl:ainu w~ lwtWHft tl4,000.000 
•. lid ua,I)IIQ,OOO, Tb!" rlaams 11\thldf'll ltlt 
NlPo')' ti\Nil 10 the Tt('IU\11')' or tht! lulvnnc:e 
or r~~.ooo.non, tht- t.n~.~U>!er to thll Ca1.o<h 
Re!ure~ Tru"'t t'und of the Unf'XIIf'l\1 1~1 
l~o~~hmt,. t>f the f'r.•t! Cil!t- nan'lfll)' 
~:1,'1MJ.OOO-dolmo~. rrmn llrhl•h bl)ltlu..a 
'" ,,.., ,wrt Q! bank b:~~1ann.'"l r tc., amount· 
in~ w 11bttut c.J.:I()(I.OOO. ttn• 1n rHopeott ~of 
l,.l}n•l• ,.-ith • fat~ \'&1ue of nbou~ 
t'l~OO 000. C'lalnU+ h~d •1"4 bHft rec:•h·ed 
from iinli.sh hold•r'll In ret~pect of partkl· 
P"tiCin in lndlblrf, noal nl.llt .. •t~ .• whkh 
('10\ljd 00\ ~OQ\'f"l)lfftliY be apretJNII Aa a 
c-..apaUI1 IU.M. 

A rMttieto had .,.,.., il.-ued Ia thlt p,.._. 
tbt 17th June wu the final ht• tor 
~.:i•t..-rma rlsinu •bd that n. fonM 
•ould W ~ aft~r lhlll cbt• U.1ltfllhl 
tht ,........_ !Gr thf: tl<tla)o ••re aatlatar'-rr 
to tiM- y,._...,., CntiJ aU Uw dai .. r.M 
Mottl ""'qd -.1 uncil UIQ Mel ....._ 
nam•Md tiM: 6C1U'ft ~1.-en ~~~~ not ... 
~nt"'hod u ev~a - •Hro• i .. c•lr 
a.m.ntf' "liiiLat• of lM da.iJU ot Rrh.bll ......... 
CHANCELLOR ON THE 

CZECH GOLD 
T il E 13 .\.'iK'S POSl'l'l0:\1 

NlJJ,Il!ER: I 
JU!j 6 1939 

SETfLEMENTS BANK 
RETURN FOR MAY 

QIH~TIO~ Ot' C'7.F.C'II GOI. t> 
, , _ OUIIt OWN COMLJNJIIDLNT 

BA.SLE, 6tb June. 
The r.tu.rn. ot the &nk for lnte.mational 

8eUI•~n~ fvr )by, jwt IHU@(I, 11)w,w1 a 
d«llllt ln rh• baJaJI(',~..fh~et rot.t l b)' 
:;.,,., 1-'n. l~.ooo,ooo Cabout l6:>o.ooo at 
turrtr•~ nte&• to t•n..67 .. 37fl,I9J 
li:.!:IUI!I,OOO), 

011 t ht auel~ 1 i d~!. rold i n hars i iW'rntfld 
by J."r11.21.000.000 U l.050.000), bu~ ca•h I• 
Yrt.ll;000,-()00 (£S.:IO.OOO) I~•. al.~th t tund11 
f"l'll.l6,000.000 C£160.000) dowo and invut.­

t'n..l7.000.000 (£850.000) lowe.r. 
llabllltiM., abort-tum and •'•~! 

~~~~OOJdt!!e!ru.Hd by Pn.I8.000.ooo 
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J'IJWlCIAL TlllltS 

LO!lDON 

FUTlJRE 011' 'I'll~!: 
B.r.s. 

i\li.wncept:lont 'YfhJt'h need ntver 
hav• existed conurnlnr the GO\'ern· 
ment. tbe Bank tor f.nternatlonal 
Setllementa and the Cleth rold t•·a•U· 
attlon ha\'t now been pa1ntu11)' anti 
lengthily elea.red •way. The epi1CHie 
h au objed luwn in how •uth matter• 
tbould not be man .. ed. In Parlla· 
mtnt. the ttatemenu of rae-t. whleh 
end~d tbe debate would, If made at h• 
commeneemt-nt. ha\'e a\·oldtd much 
eoafuaion of tbouaht ud Uftdlanlfted 
aHuca.tJo:n. As for Ole Baolc h.atlf, 
Itt oricia.al budllna of the .. Csed1 '" 
applicatJoo appUn t·o hue abowo 
t i(llal dllrtp rd of the l.mporun« of 
tht priadples inYOlYed. Althou~h h. 
l.t ~tur lhat nelth.r the Trn•u'7 aoT 
tbt Bank o! Enalaod could hau dont 
other thao h- did, h. It diflieuh to u otd 
the impresaiOA that the Britith reprt• 
ltntativu on the Bank tor l nltt,... 
national Settlement• have bun at 
fan1t. The pouiblth-1 that tuth a 
tltualion ml.abt arll.e mu-11l have befn 
evident to· tbt·m. from tbtJ mom111t of 
tht German occupation of l'rarue. Yet 
the tra.naler of the Czech aneta held 
b)' the B.t.S. took place without them 
rtt•d•tnin& any prottat Ol' promotlna 
ant ditcunlon of 1-n iaaue of obvlout 
Jmportance for the B.J.S. in I~ 
eap.acltr aa a pe:rlodic roQnd..table 
conference of iat4.nsatioaa.t buken.. 

It may be that the po11Uul el,.. 
euauta.aua of to-d.t.T and the Baak'a 
own «on.atitutlon .,.ld hne rtadeNd 
auch a pt"Ot-Ht lllelfec:dvt, but th.at 
fact don nol. .Ue It U7 tht. leu 
tnl"''tllblt' that the opportualtr wat 
aot taken of pubUd7 airinr the pr1n· 
ciplt• involved. lnternatJonal opinion 
would certainly bavt been mort 
fanarably tmpreutd than by a pro. 
ctdan whiC-h atemed to Imply com· 
ptal•ance. In auch clrcum.!ltanua. 
t1ftrutt~lon o f the Bank'a future It of 
little more than aeademJc lnttrettt.. 
Aa 111 institution of practical Import• 
ance lu impotene-fl lula bee.n hea'IIIT 
undtrlintd by the Ct.tc.h aolcl epltode. 
O n the. other haad, to dec-lare Ita to\.11 
abolitioa would be to take unnetf ... 
aaril~ draallt actloa aralnat u lnat1· 
tution which en ali II perform urtala 
u.Jtful fu.D-ctio.a. 

NUI>IBER: 

D.\'tt: • JuH 7 1939 

Ob\'lou•ly. Lhe Bank. wiU more and 
mvrr terid to ~ome a b&nkt n' eul-. 
tural and atatiatieal een1n.. No 
fonnal mea.11ure wUI be nteded to I 
t'fi'Ht thi• tnntformatioa, wl:lfeh el""' l 
eunu\a.t:t«t have bfta aeteJenti.aa for 
aome eoa.aiderable timf'. Th tulc of 
rellaWUtadD.J: lh.e. .Bank for later· 
.. uor.al SetUemtDl.a Ia bound up wlta 
Ut• tuk of ~ttorina- political aaatty 
and con6dence to the world. The only 
way In which the Ba.t~ lc: can be made 
to f11nction h~altbUy once araln ft to 
J)mvlde a reuoaab!e den ee ot aaaur-

l
ance that there ahall be no more a ch 
evtntt •• the annexation of Cucho. 
Slunlclt . To alter the constlt~;~tion oL, 
the 8•nk 10 that I t would not tHt 
h!&ally requlftd to tra.nafer the at~ett 
of conquered ellenta would be to act 
on the a.uumption that the new 
BrUlab foreign pollt-1 fa to be entirely 
lntf eellve. l t would be brtter. tor I be 
lim~ bein~r. to be reair .ntd to tbe pro-. 
Vf'C'I of the Bank losinr ita dluu. In 

l
1b• hopt that ..ooner or l••~r eondl· 
t1~tnlli wll.l ~.._ more pmpillou tor 
a a ~x~nmetttlD iDtematioaal ctattal 
bln.klDJ . 
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r APER : t 'I !l.\:lCIAL 'l'UlES 

CITY : to:::xm D.~r.:· 'Uri J ·~:; 

B.I.S. HAVE STOPPED C ZECH 

G OLD TRANSFER ? 

T HAT SHOULD HAVE BEEN C ONSIDERED 

FULL STATEMENT D ESIRABLE 

FI'Otm A. CORRESPONDENT 
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CJ ' 

Stcretary of State , 

Y{ashington, 

8961 JunE 24, 8 p. m. 

PLIIIN 

U>NDON 

Dated Junt 24 1 1939 

Rec'd 5:35 p,m, 

STRICTLY CONFIDENTIAL FOR I Mt!EOIATE OF.LIVERY 

TO THE SECRETARY OF THE TREASURY FROH Bll'TTERWORTH • . 

Your 474, Junt 23, 11 a . m. The following i s the 

s tory of the CzEch gold affair according to my infor ­

mation and estimate . 

Tht Germans mar clEd into Prague on March 15·. On 

March 16 Simon announcEd in the House of Commons that no 

request had up to that tim£ btEn made for a transfEr ot 

any gold rtatrvEs hEld in London by the Czech llat1onal 

Bank and that the British Government hod requested the 

Bank of England not to 1114kt nny exceptionnl trnnsfer ot 

gold or bnlnnces without previous reference to thE 

British Oovernmtnt (my 346) . 

This request wns generalized to nll finnncinl in­

stitutions nnd nppli t d to bnlonccs , securities, ond 

gold held on behAlf of nny institution, fira or resi­

dent institution, firm or residtnt in Ozechoslovnkin 1n 

Q 

?' -:> 

... 
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- 2- :896, June 24, 8 p. m., from London 

a communication dated March 17 which thE British 

TrEasury requested thE Bani{ of Engl.l\nd to circulate ~ (This 

and other pertinent documEnts including Simon' s letters 

to Norman may bE found in EithEr my written report 

No. 2387 of April 3 , cr telegram No. 377 of March 21, 

noon) • 

By March 27 legislation had been passed by both 

housca of ParliamEnt lEgalizing this impounding of Czech 

assets, thEsE assets still remain so impounded , the only 

withdrawals permitted bEing by Czech rctugcca and somE 

payments in sntiofaction of prc- Mnroh 15 contracts . The 

nmount now subject t o this act totola nbout pounds 

16, 0001 000 of Vlhich pounds 14, 250, 000 arc regarded by thE 

British TrEf.Shry as firm assets (my 712) . 

On May 18 a German delegation made up of Muller , 

Von Susskind, and Ritter arrived 1n London for explora­

tory conversations with the British Treasury. According 

to the British Treasury (my 712) the German representa­

tives were inform£d that if the matter could not be 

handled through ncgotiationo the British Government 

proposed to paos legisl ation during thto session of 

Parliament to take over the impounded Czech aoacts and 

to usc thEm to liquidatE Britiah clnimo . My own i~­

pression was and io that thE British Treasury would be 

!lOSt 
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most rtl u&bont to take ouch action since Great Britain 

has enormous foreign aaacto and is awnre of thE dang;.r 

of th£ prtocdtnt that would thua b~ created, Afttr a 

day or two the German delegation rcturntd to Berl in to 

consult their government, and the British Government 

has just rcotivtd a note from th£ German Embassy stating 

that the German Governn£nt was prepared to negotiate 

2f 

in this matter although it di d not r ecognize the legality 

ot the British action in impounding these assets and it 

did not regard all thE British d~manda as just , ThE 

British Treasury is now awaiting a Cabinet decision as 

to when or whether it will procttd to enter into such 

negotiations , This is the straightforward part of this 

affair , The other port is curiously complicated. Such 

toots as hnva now becooe public reachtd thE light of day 

because or two separate stories which happened to oppenr 

in the I1.ULY TELEGRAPH and the FINANCIAL NC:WS on the sOO£ 

day 1 llay 19, THE DAILY TEl£ GRAPH publ1oh£d an erroneous 

story to the effect that Herr Wohlthnt , head or the 

Comoeroial Dcpnrtr£nt of the German Foreign Office, ~~d 

been in London since May 12 ntgotiating with thE British 

Trtasury which had "agreed to rtltast pounds 5 , 000, 000 

or Czechoslovak assets in this country to th£ Bank of 

International SettleQcnts to be carnarked for thE usc ot 

the Reiohsbank" . 

THE 
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THE FINANCIAL NEWS story wu to the effect tlw.t tht 

G£rman authoriti Es had obtained control or part of the 

Czech gold hel d in London tha t this sum or pounds 

6 1 0001 000 represented the amount held 1n London in the 

name or the Bank f or International Settlements ond thBt 

it was found that the B. I . S. gold could not be br ought 

within the scopE or the act passed to block Czech 

assets in London. Lloyd George read the DAILY TELEGRAPH 

story on his way t o thE House or Conrnons t o participate 

in a f or eign affaire deba t e and he usEd ib in tl1e dtbatc. 

Sino£ thE debate wo.s o.bout foreign policy there were no 

Treasury officials in the House of Co~ons to advise 

-· 

thE PrimE' Minillttr • II ~§).tp~one: ooll :~~os mnde to Vlaley 

w}lo )ul4 p £Q.d the DAILY TELEGRAPH ator y but hod not s ttn 
• t · I• I• •• • ._ .., , 

.the FlNANCl: AL NEW3f nnd be 4cnicd the nsstl'tiona i n thE 
I 

·' DAILY ;EI£01JAPH l,l'l'OBY , ;Ln his opeech the Prime 
·' . ' , . ... ; . 

Minietc~ ustd thlo 1nfor oation in eu~h a way that it was 
I f ' ' , , f ' 

' ' . 
subject t o th£ j,.n,tcrprctation of being 8 denial of both 

I • • • ;t • f • •' 

' atoriu• He s.8id ~The Right Honorable Omt lcnan (Lloyd 

Ocorg't) · r·o~d 8~of.htr subjEct for gl oom i n 8 story in . . 
the prees' that 8 oer'lllan r cprcs mtativc wu in t his 

o2untry tngaged upon a sinister mission 1n consequence of 

Which th£ British Treasury was t o rele8s£ sttrling 

5, 000, 000 or Cztohoslov8k assets to the Bank t or Inter-

nat1ona1 

.. 
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nat i onal SettlEMEnts f or the benefit of the Reichsbanko 

I nm glad to bE nbl£ to ohecr up the Right Honor able 

Gentleman on thnt parti cular point , because the whole 

story 18 a marc• ~est. (Laughter) Hn'r Wohlthat, thr: 

gentleman named, is not in London at all as it happens , 

o.nd anyhow the Trr naury has not agreed to relcnse any 

Czechosl ovak assets to the Bank f or International Scttlc­

~nts or to anyone else . The only releases that havz 

been made have been releases or small amounts to refugees 

from Czechoslovaki a apart fr~m s ome rclens es of small 

amounts to pay trade debbs due under contracts madE be-

fore llaroh, 1939" . Since the FINANCIAL NEWS at cry was .., 

basically true the Prime M.1nist£r ' a phrnoe " a marc's 

nest" hns haunted both him and the British Treasury ever 

since . The Gcroan authorities l'tid obtain possession of 

pounds 61 0001 000 ot gold whi.ch was held in London i n thE 

name or the Bank f or International Settler.1tnts and arc 

alleged t o have obtained several millions or othEr as-

sets which the Czechoslovak National Bank had on deposit 

in the B. I . S. which the latter held in Switzerland or 

clscwh£rt 0 Shortly after the Germans entered Prague thry 

bad the Czech National Bonk orric14ls sign the ru:ocsaary 

papers requesting the B. I . S. to tranafcr assets held on 

behold of thE Czechoslovak National Bank. My information 

is 
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is tbnt they d id not request thE transfer or all thE 

a~srt~ at one time . Wb£n the first request was received 

at. ~stl, Oubion, the French Manager of thE B. I . s . wished 

to delay honoring ito B£Ytn, thE PresidEnt, supported 

by the German ~anager, was favor Ed honoring it. Oubion 

is oaid t o haVE cocmun1cattd with Fourni er, who cay or 

may not bnv£ talked on the telephonE with Montague 

Norman. At any ratE although Fournier later protested 

against thE release ct thE DEEting of the directors at 

20 

the end of March, hE sEeca to hnvE bttn unwilling to takE 

individual action , HE did communicatE the facts to thE 

Fr ench GovernmEnt Which in turn approached thr British 

GovErnmrnt for the first time on March 24. SubsEquently 

thE French Embassy made several represEntations both to 

thE British Treasury a.nd to thE Foreign OfficE in an 

attempt to pErsuade the British Government to take action. 

The British GovErnment refused to move . ThErE is con~ 

sidcrabl£ confusi on as to thE Exact datE on which Beytn 

authorizEd the f irst rElEaa£ of thE Czechoslovak Nati onal 

Bank assEts to the German autlloritico. From the British 

onE geto thE 1mprEasion that the release occurrEd almost 

simultaneously with thE first French reprtsentati ono J 

from the Frtnch onE geta thE 1mprtooion that therE was 

s till time if quick notion had bEEn taken . But even thE 

French a dmit tint by cbout that da te a quortEr of the 

assets 
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assets were released. As Bonnet indica ted in his 

otatcmcnt of June 21st before the French Foreign Affairs 

Committee . thE trrnof t r of the assets was mode by BEycn 

himself. Whrn the directors of the B. I . s . me t at the 

end of March thE overwhelming majority of the assets 

had been rtlEascd . Fournier a t that mccting protcstEd 

vigorously against the action takEn but his protests 

wErE cvaluEd as being designed to avoid criticism at 

:.n 

home . It is often hard and uoually unfair to a ttributt 

motives on insufficient facto . but in appraising Bcycn ' o 

a~tion in rclcnoing the gold• with or without the informal 

concurrtno£ of some of the directors . it muot be said 

thllt h£ hlld Au(ltria and other prcccdcnto and the 

central bankcr - cuotomcr tradition favoring such a pro­

cedure . It also baa to bE s aid thnt he bed alrco.dy o.cccp­

tcd o.n import~~t position in London which he will t nk£ 

up o.t the cnd of the yco.r with Lever BrothErs and 

Unilcver Ltd •• cmd thct this concern has lo.rge German 

interests. The Br1tioh Governocnt cla i ms t ha t on the 

same dny that thE French first made r eprcoento.tiona , 

namely Jolnroh 24• but cc.r liEr on that dc.y , it recdvcd 

information from "o. contincnt~l source" c.bout the Czecho­

slovak National Bank assets h£lclwith thE B. r . s . It is 

possiblE that thE nritish Treasury knEW before this , if 

Fournier 

.. 
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Pournitr bad comaunicatrd with Noraan, ~or it is unlikcl7 

that Nornmn would not have passed on thl.a i~ol'I:IB.t1on 

to t h e Treasury. On thE other band, whm I askEd thE 

British Treasury on thE aftErnoon of Karch 21 about thE 

report which had rraohrd Washington that when thE 

GtrJ:lO.ns nrri vrd in Prague thcy hnd found thn t "tll£ 

cupboard was barr•, Wnlty enid that hE could not bEliEVE 

that wa s trUE and WhilE I WOO thErE hE tElEphoned Cobbold 

of the Bank of England, tlho ato.tnl that as tar as thE 

Bank of England kntw aost of thE gold of thE Czecho­

slovak National Bank was in Prague whrn th£ Orrcana oc­

cupied th£ city (oy 382) . It ia an accepted fact hErE 

that the British Oovtrl'll'ltnt ooold not hnvr prrvrnttd thE 

rEmoval of any assets held in th£ Bo.nk of England in thE 

nncr of the B. I . S. without contravening the provisions of 

thE HaguE Protocol Of 1930 and thE Bruss els Protocol 

of 1936. It is by no oenns an aoo&ptcd fact that thE 

British Government could not have taken steps through 

t!lt Bc!.nk of England to attonpt through court action to 

dtlay or prtvtnt somE if not all of the (*) rtlrascd to 

thE Gtrman authoritiEs . In this connection the antcor­

drnts of th1a affair arc pertinent. As reported 1n 'tltl 

374 of Mnroh 20, 6 p.m. , the British Treasury decided 

to 
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to impound thE Czech naacta in London bcoaust it "dtd 

not propos£ to repeat ito cxpcricnocs over Auatria, 

namely, to turn over nll nascts in effect to th£ German 

authorities end thEn ~ave to make a ploy, wi thout thio 

tr~p cord, tor tht settlement of obligations to 8ritish 

nationals." It oo hnppcntd thr.t theot obligations to 

Britioh nationalo included unfulfilled Dr1tish Government 

orders to Czech munition firms for guns, gun- steEl, nnd 

armor- plr. tE o On throE in accordance with standard Euro­

pean munitions practice, one third of the purchase price 

had t.scn paid on tht a13J11ng of the contracts . Hence 

thE British Treasury had immEdiatE practical problems 

which requirEd energetic action and it wao motivated 

by thtsE considcrotiono end not by idcologi~al and poli­

tical CQDCEpto in the impounding of the Czech oaaEts 

in the United Kingdom. HowevEr , th1o otcp woo token 

a t tb£ aame time that thE Britiah Amboooador wao rcccl.led 

from Berlin and th£ Prime Llinistcr mad£ th£ optECh refer­

red to in my 359 or Horch 18, 1 p . m., a nd ouch woo end io 

the rising tid£ or Britioh public opinion tha t it in­

trrprrtrd the Trcr.oury move no "reta lia tion agai nat 

German cggrcaoion• ns a means of cftroting •not-a- penny­

for-Hitler" . WhEn it became clear that this in fact 

was not thE i nlpElling motive for thE impounding of thE 

CZECh 
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Ca tch assets, political controvtrsy arose in acutE form• 
. 

Tht opposition in th' House or Commons saw •appeasement• 

raising its hens; thE Chnncelor or the Exchequer denied 

that hE favored Germany obtaining possession of these 

funds ~ For further information on this aspect of the 

affair please seE my written report No, 2776 or June late 

However, in his cxpl~nations in the House of Commons 

Simon went so far in Exphaaizing both thE non-political 

international chnrnotcr of the Bank for International 

Scttlcmcnta e nd the private character of thE Bank of 

England in order to expl ain why Norman woo under no 

obligation to inform him of B.I . S . a ffairs or to tnke 

hie instructions on such matters , that he provided an 

opportunity for furthEr controvcray, A section of thE 

House of Commons io urging that the B. I .S , statutes 

eithEr bt amended or thE British r epresentation withdrawn; 

and an even larger secti on of tiE Bouse of Commons baa 

bEcome intErested in the qucotion of how closE is thE 

contact maintained betwEEn the Bank or England and thE 

British Trcaaury. My own opinion is that the contact 

is very close and that both thE Treasury and the BOnk 

of England merely emphasizE thE: private character of thE 

Bank of England when it is convrnicnt and the govcrnmtn• 

t el ch&ractt r of thE Bank ot England whEn tha t is con• 

VEDiEnt. 
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vcni£nt• However , public statemento hnve been made 1n 

the course or thi~ controveroy which hnve given 1mpctuo 

to the movemEnts for a more exact definition of the re­

lationohip and for nati onalization of thE Bank of Eng­

land , Furthermore, Bonnct1 o public statement of June 

2lot has laid the Price Minister and the Chancclor of 

the Exchequer open to a charge of misrepresentation, 

For instance, the LABOR DAILY HERALD of June 22 1n an 

editorial entitled "A Marc's Ncst" raises "the qucot!on 

of the Minister's good faith" and states that "this is 

not the first time that l.!r , Chamberlain has misled thl: 

Commons . " For England in t he ynr 1939 that i s strong 

political language , Although the B. I .S . assets of the 

Czechoslovak National Bank h4ve long sinoc passed into 

Otrmon posscdoion th£ sign~ficant controversy which it 

caused in this country is otill alive . This is the otory 

as I get it ond ace it. I have tried to cover the de­

velopments as they occurred and for convEniEnt rcfcrcno£ 

for further details my telegraphic and written reports 

arc lioted below. 

WRITTEN REPORTS Nos , 2299, March 20 ; 2387 of April 

3 , 2731 of May 23, 2742 of May 25, 2776 of June 1 , 2811 

of June 6 , 
TELEGRAPHIC 
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TELEGRAPHIC REPORTS Bos 0 ~~6 Maroh 15, 7 p.~.; 

~461 Maroh 16, 7 p,m,J ~741 Maroh 20, 6 p. m.; 3771 

Maroh 21, noon; 382, Maroh 21, 7 p ,m.; paragraph num­

bErEd 2 or 694, May 16, 9 p . m.J 712, Hay 19, 5 p. m.; 

724, May 22, 6 p .m.; · 729, May 231 6 p ,m.; 749, May 26, 

6 p , m,J 779
1 

Jun£ 5, 6 p ,m,; 828, June 14, 7 p ,m. 

KENNEDY 

NPL (*) Apparent omission 

0 1 V I 1 :l J f! 

111 • tl'.-'P" ... ". r 
,.. .o ....... u., . -4. .... ,! )al 
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TlfiS IS A CORRECTED COPY OF !.IESSAC.E .8ECEIVED ON SATURDAY. 

CJ PLAIN 

Storttary of St~tt , 

\Vu hingtoo. 

896, JunE 24, 8 p . m. 

LONDON 

D&t£d JunE 24, 1939 

R~o'd 4: 06 p. m. 

Strictly conf,dEntial . For immEdiatE dEl17Ery to 

tht Jtcrttary of thE TrEasury from Bu~tErw~rth. 

Your 474 JunE 23 11 a . m. ThE followJ.nJ is thE story 

of th£ Czech gold affair according to my information and 

£stimatt 0 (paragraph) 

Tht Gtrmans marchEd into Prague on March 15 . On 

March 16 Simon announcEd in thE HouaE of Commons that no 

requEst had up to that tl.lll£ bEEn madt for a tranat'cr of 

any gold resErvEs hEld 1n London by tht CzEch Nati onal 

Bank o.nd t ha.t thE British GovErnment ho.d requestEd tht 

Bank of Englo.nd not to mo.kE any txoEptio!Ull transfer ot' 

gold or balancEs without prEvious rtftrtnoE to thE British 

GovernmEnt (my 346 ). This rEquest was gEneralizEd to nll 

finanoi o.l institutions and npplitd to balances , sEcurities 

and gold hEld on bEhalf of any institution, firm or rE­

sidEnt in C£Echoslovak1o. in a communication datEd 

March 17 which t hE British Treo.sury rtqutstEd thE Bank 

or 

3 ( 
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of Engl and to c i rculate , (Thi s and other pcrti ncnt 

doo\~Ents i nc ludi ng Simon's letters to Norman may be 

found in either my wr 1ttcn rcport no. 2387 or Apri l 3 1 

or telegram No , 377 or Haroh 21, noon (paragr!lph) , 

38 

By liarch 27 legi slati on had been passed by both 

Houses of Parliament legalizing this impounding of Czech 

assets , (thESE assets still remain so impounded, ) the only 

withdrawals permitt ed being by Czech refugees and some 

paymento i n sati sfaction of pre- '!arch 15 contr&cts. The 

amount noll subj cot to t his act totals about 16 million 

pounds of which 14-1/4 milli on pounds arc regarded by the 

British Treasury as f i rm assets (my 712) (paragraph) , 

On !lay 18 n German delegation made up of Muller, 

von Susskind and RittEr arrived in London for exploratory 

conversations with thE British Treasury. According to the 

British Treasury (my 712) the German representatives 

were informed that if the matter could not be handled 

through negotiations the Bri tish Government propos ed to 

pass legi slati on duri ng this session of Parliament to 

take over the impounded Czech assets and to usc thEm to 

l iquidate British clai ms , My own impression was and i s 

that thE British Treasury would be most reluctant to 

take such act i on s i nce Great Bri ta i n has enormous fore i gn 

ass ets and is aware of the dongcr of the prcc~dcnt that 

would 
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··•ould thus be cr rated. After I' dny or two the Gcrmon 

delega t ion returnEd to Berlin to consult thei r Govern­

ment , and the Briti s h GovernmEnt has just r ecei vEd a 

3:3 

note from the German Embassy stnting that the German 

Government was prepar ed to negotiate in t his matter 

a lthoueh it di d not recognize the legality of the British 

~ction i n impounding thesE assets and it did not regard 

a ll the 3riti s h donnnds a s just . ThE British ~recsury 

i ll no11 :maitin;; :. Cabinet decis i on " ·' to ·:thEn or 

whether 1t "ill procEEd to enter int o such n egotiat i ons • . 

Thia it thE strai ghtl'or t•al'Cl part of this nffai r o The 

other part 1s curi ously complict\ tedo Such f ac t s as hove 

DOT/ bECOME public rE:lChEd thE licht Of d.::y bECI\USE of tVIO 

s cpar~t c stor1 cs r:hich happened to nppt:lr in the DAILY 

TELEGRAPH nnd the FI!iAKCIAL NE'7S on the srune day 1 !Jlay 19o 

The DAILY 't'ELEORAPll publi:~hed a n erroneous story to the 

effect th'\ t Herr r~ohltMt , hEc.d of the Comm crcial 

Dtp'lrtmen~ of thE GOMu'\n Forci a n Office , had b een in 

London sinc e !hy 12 nEgotin ting vti th the British Treasury 

11hioh h 'ld "ngrEed to rel cn cc 5 million pounds of Czecho­

slovnk ossete in this country to the Bc.nk of Inter nationa l 

Settlement~ to bE earmarked for the usc of the 

Rciclwbnnk 

.. 
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Rcichsbanke" ThE FINANCIAL NE'i/S story v1as to thE 

effect that t he German authorities had obtained control 

of part of the Czech gold held in London that this sum 

of 6 million pounds represented the amount held in 

London in the name of the bonk for International 

Sett lements and that it was round that thE B. I . s . gold 

could not bE brought <~ith1n the scope of the net 

40 

passed to Block Czech assets in London . Lloyd George 

rco.d in the DAILY TELEGRAPH story on his way to the 

House of Commons to participate in n for•i gn affairs' 

debate nnd he used i t in the debate. Sinor the debate 

was about foreign policy therE were no treasury officials 

in the House of Commons to advise the Prim£ Minister. 

A telephone call was made to Walcy who had read the 

DAILY TELEGRAPH stor y but had not sEEn thE F~NANCIAL 

N8VS 1 and h£ dEniEd thE assertions in the DAILY TELE• 

GRAPH story. In his speech the Prime Minister used this 

information in such a way thst it was subject to the in­

terpretation of bring a denial of both stories . He said 

"ThE right honorablE gentleman · (Lloyd George) f ound 

another subject for gloom in a story in the press that a 

German representative was in this country engages upon 

a sinister mission in conscqucncc or which the Bri t i sh 

Treasury was to release pounds 5 1 0001 000 of Czechoslovak 

assets 

.. 
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asstts tc. thE Bank f or IntErnational Srttlcmt nts for tlu: 

bEnEfit of t ht Reichsbank. I am glad to be able to cheer 

up tlu: right honorablE gEntlEman on that particular point, 

becausE thE whole story is a mart's nest . (LaughtErl. 

41 

Herr Wohlthat , the gcntlcman namrd, is not 1n London at all 

as it happrns , and anyhow tht Trtasury hns not ngrtcd to 

rEleasr any Czechoslovak assrts to thc Bank f'or IntErnation­

al SettlEmEnts or to anyonr clsc. The only relcasEs that 

havc bEEn mnde bcvE bEEn releases of amnll amounts torE­

f'ugEES f'rom Czechosl ovakia apart f'rom some r ElEases of small 

amounts to pay trcdr dEbts duc undEr contrr c ts madE be-

for~ Mnroh, 1939. 11 Siner tht FINANCIAL NEVIS ' story woe 

bnsionlly trur tht Pr1mt lfinistrr 1 s phrnoc 11n mnrE 1 D nest" 

hns hauntEd both him nnd thE British TrEasury EVEr since. 

Tht GErman author iti Es did obtain possEssion of 6 million 

pounds of gold which was held in London in thE namt of tlu: 

Bank for I n tErnational SEttlEmEnts nnd arc allEged to havE 

obtainrd sEVEral millions of other assets Which t hE Czccho• 

slovak National Bank had on dEposit in the B. I . S . which 

thc lattEr hEld in SwitzErland or elsewhEre . Shortly 

aftEr thE GEnnana EntErEd PraguE they had thE CzEch Nation­

al Bank officials sign th£ nECEssary pnpcrs rEqucsting thE 

B. I . S. to trnnafrr assEts hrld on b£hnlt of thE Cztcho­

olovnk National Bank . My informotion is thnt thEy did not 

rEquest 
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request the transfer cf all the assets at on£ time , When 

tlx firat request waa r eceived at Baslc, Oubi on , the 

French =nngtr of thE B. I .s. wishtd to delay honoring it. 

Bcy cn, thE PrEsident, supported by the GErncn mc.nager, 

f c.vorcd honoring it , Oubion io oaid to ha ve coDD!luni cattd 

with Fournier, who mr.y or may not have tallttd on the tele­

phone with Montcgw: Norur:m. At cny rat£ although Fournier 

later protcotcd cgaillllt the rElease c. t the mEEting of thE 

director o at the end of March, be ate~ t o hnvr. been un­

willing to take individual action, HE did communicate the 

facts to the French 'lovcrnmrnt which in turn approached tbt 

British Government f or the firat timE on Uarch 24, Subse­

quently the French Embassy made S tvtral r£ p- tstnta tiona 

both to thE Sri tish TrEasury ani to thE Foreign OfficE in 

an attempt to p Ersuade th£ ~ritish Gover nment to takE action, 

The British Government refustd to move , Thtr£ io con­

siderablE c o nfusion ao t o the exact d a t e on Which BEytn 

author izEd thE fira t rtlEast o f th£ Cztchoolova k National 

Bonk no:~ttu to tht GErman authoritiEo , Froa thE Br i tish 

one gcta thE imprco~ion that thE r cltcac occurred a lmost 

aimultanEouoly ~ith tht firot French rcprtoEntat1ons ; from 

thE Frcnoh ont gEto the imprco:~ion that therE wao still tin£ 

if quick c c t 1nn had beEn t nkm, But EVEn thE Frr.nch cdlnl.t 

tha t by ab<'>ut tllt.t datE a qucr ttr of thE aoot to wert 

r£1ECO£d e 
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rrlE&3Edo As Bonnet indicated in his statement of JunE 

21st bEforE thE Frrnch ForEign Affairs Committee , thE 

transfer of thE assets was made ~ BtyEn himself. V~tn 

thE directors of thE B. I .S . met at thE End of March thE 

overwhelming majority of the assets h t<d bEEn rEleased. 

Fournier at that mEEting protested vigoroWJly against thE 

action t~kEn but his protests were rvoluEd as bring dE• 

signed to avoid oritioiam at homE . It is oftEn hard ond 

usuolly unf'c1r to a ttribute motiveo on in::m1'fio~.rnt ::'nets, 

but in opprc.isinn Beyrn ' a c.ct ion in rElros~ng the gold, 

with or witbout tht informal concurrencE of some of th£ 

directors, it must be ooid that hE had Austria and other 

precedents and thE central banker-customer tradition 

favoring suoh a procedure . lt also has to bE oaid that hE 

had already accepted an important position in London(wb1ch 

hE will t ake up ot thr End of thE year) w1 th Lever Brothers 

end UnilrvEr Ltd. and that this concern hao lcrgr. German 

interests . ThE British Government olcimo thot on thE oame 

dey thnt thE French firo 1: mod£ r~:prrorntntiono , nome::ly 

Unrch 24, but ecrlirr on that day, it received information 

from "a continental source" about thE CzEchoslovak National 

Bank aosrts held with thE B. l .S . It is possiblE that thE 

British Treasury knew before this , if FourniEr had communi­

catEd with Norman, for it io unlikely that Norman would not 

have 
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-· 
have passtd on this information to th£ Trtasury. On the 

othtr hand, wh~ I askEd th£ British TrEasury on thE aftEr­

noon of lla.rcb 21 c bout t hE rEport which bed rEached Waohing­

ton that when the Germans crr1vcd in PraguE they had found 

that "thE cupbonrd wao bare" 1 Y/nlcy onid thnt hE could not 

btliEv~ toot wao trut C'.nd whil e I was thErE h E tElEphoned 

to Cobbold of thE Bank of England, who a tat Ed that as tar 

as thE Bank or England kntw most or the JOld of thE Cuoho­

slovak National Bank nas i n Prague whEn the Gc4•r:nns I)QCU­

piEd thE city (my 382) . It is an accepted tact hEr£ that 

thE British Oovtr nm£nt c nul.d not havE prEvEntEd thE removal 

of any assets h tld in the Bank or England in thE name of 

the B. I . '3 . without c o ntravening thE provisi one or thr: Hague 

Prot ocol of 1930 and the Brussels Protocol of 19~6 . It is 

by no means e n a ccEpted r a e t that thE Sri tish Onvernmen t 

c ould n ot lr.vE takEn atcpo through thE Bank or England to 

a ttempt ~oU3h court action to dtla~ or pr tvtnt some if 

not all of thrc r eleasee tc tht Gt rman authoritie s . In this 

connection the antEcedents or this affair art pErtinEnt . 

As r eported in my 374 of 14nrch 20, 6 p . m. the British 

Treasury dEc idEd to i mpound thE Cztch asst ts in London bE­

cause it11did not proposE to rtpcat its EXpEr iEncEs ovtr 

Austria, namEly, to turn ovEr all assets i n Effect to thE 

German authoritiEo and t hen have to mnkt a play, without 

this 
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this trump card, for thE settlEmEnt or obligations to 

British nationals . " It so happened tbl: t thea£ obligations 

to British nationals included unfulfilled Br1t1oh Govern-

45 

ment orders to Czech munition firma for guno , gun- steel and 

a rmor- plate . On thcoc , in accordnncc with standard 

European munit1ono practice, one t~rd of thE purchase price 

had been poid on th£ aigning of the contracto . Hence thc 

British Treasury had iiiUD£dia te practical problems Vlhich re­

quired energetic action and it was motiva~Ld by t h£sl con­

siderations and not by ideological and political concepta 

in the impo~1ng of the Czech aosets in the United Kingdom. 

However , tllis step was taken at the oame time that thE 

British Ambassador waa recalled from Berlin and the Prim£ 

Mlnioter made the opcech referred t o in my 359 of March 181 

1 p . m. and ouch wao and is the rising tide of Britiah pub­

lic opinion that it interpreted the Treasury move as "r£­

talla t, on r.gc.inot Germnn aggression" , a:J a meabs of cf-

When it became clear that f£cting 11not- a-penny- far - R1tl£r" . 
impounding 

fact was not the impelling motive for/the Czech this in 

assets , political contraversy aro~e in acute form, The op­

position in thE Rouse of Comoons saw "appeaa£m£ntr. raiaing 

its headJ th£ Chancelor of the Exchequer denied that he 

favored GErmanY obtoining TJossession of then£ fund,s . For 

further informat ion on this ospect of t he nffair plcaoc sEE 

.. 
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my written report No. 2776 of JunE lat . HowEvEr in his 

explanations in th£ House of Commons Simon went so far 1n 

emphasizing both th£ non- political intcrnntionnl character 

of the Bank for International Settlements and thE private 

char ac t Er of thE Bank of England in order to Explain why 

Norman was under no obligation to inform him of B.I . S . 

arfairs or to take hia instructions on such matter, that 

he provided an opportunity for further controvcrcy. A 

section Of thE Eouse of Commons is ~ng t~t t~~ B. I . S. 

statutes either bE amended or the British representation 

withdrawn; and an even larger section of the House of 

Commons hao become interested in thE qutstion of how close 

is the contact LlBintained betwEEn the Bank of En?and and 

thE British Treasury. My own opinion is that the contact 

is very c loac and that both the Treasury and the Bank of , 
England merely emphasize thE private charcctcr of the Bank 

of England when it is convenient LDd thE governmental 

chnrcctcr of the Bank or Englcnd whEn that ia convenient. 

However, public stctemtnts haVE been made in the coursE of 

this controversy which hr.vc given impEtus to thE 1'10V£m£n ta 

for a more exact definition or the relationship end for 

nati onalization of the Bank of England . FurthErmore, Bon­

ne t ' s public statement or J:unc 2lot has ltlid the Prime 

Minister end thE Choncelor of thE ExchEquer opm to a. chcrge 

of 
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of m1arcprtscntation. For inbLanGC 1 tlu: LAbOR D.'\ILY 

HERALD of June: 22 in an Editorial tntitltd "A Marc's Neat" 

raiseo" the: qutsti on of thE llinistEr 1a good faith" a nd statES 

that "this is not thE first timE that Mr. Char.~btrlain has 

1111sltd the Commons • 11 For Englo.nd in the yEar 1939 that is 

strong pol1t1Gal langUagE . So, although t hE B. I . S . assets 

of thE CzEchoslovak Notional Bank havE l ong sincE passed 

i nto GEr~n posoEssion thE oi~~fic~nt c~ntrovEroy which 

1t oauocd 1n t h1a country ill a till nl 4.vE . 'ihi.J ' :l t:1c 

otory no I g tt and sec 1t . I havt t r ied t.J cover thE d c­

VElopmcnto a s they occnrrtd t.nd f or onuvEtliEnt refErEncE 

for furth Er details my t£1E~raph1c and written r tporto 

are 11otcd bElow . Wri tten rtporto Noo . 2299 Horch 20; 

2387 ..., r April 3 , 2731 of llo.y 23, 2742 of l.lny 25, 2776 of 

June 1
1 

2811 of June 6 , ~nd tclt3I'aph1c rcporto Nos . 3361 

Mcrch 15, 7 p . m. ; 346, IIo.r oh 16 , 7 p . o . ; 374, March 201 

6 p . m.; 377, f~rch 21, noon; 382 , rlcrch 21, 7 p . n .; 

parc.grDph nur.tbcrcd 2 or 694 , l!cy 16 , 9 p . o . ; 712, l.lny 191 

5 p . m.; 724, Mo.y 22, 6 p . r.to; 729, i.ioy 23, 6 p .m.; 749, U11y 

26, 6 p . m.; 779
1 

JunE 5 , 6 p .n . ; 028 1 JunE 141 7 p .o . 

~ \• I \1 
I 1Jp'[) 

KENNEDY 

... 

Regraded Unclassified



TO 

TREASURY DEPARTMENT 

Prepar_ed by: H. c. llurphJ' 
A~eleted by: Wesley Lindo~ 

and v. L. Eyre ~8 

oATil June 24, 1939 

Subjeotl 

Seoret~rr rgenthau 

Mr. Baa 

Reoent inano1al Develop~enta; Average of High­
Grade Corporate Bond Yields Revised. 

SUIIIW« 

(1) 'l'he reoent deol1ne in the Government bond aarltet 
oanoelled a 11 ttle leas than one•f1tth of the 
epring riae. 'l'he wealmees wae greateet, in teraa 
ot yield, in the 11ed1U11 aaturi ties, 11h1ob had ex­
hibited the moat strength during the preoed1ng 
ri88 (Chart I). 

(2) &xcess reserve• have deoreaeed bT 170 millione 
during the past 110nth, due prinoipallT to a net 
withdrawal of private foreign balances fro~ this 
country (Chart II). Th1• deorease was probably 
not a aignltloant factor in the decline ot the 
Government bond market. 

(3) Weekly reporting ~ember banka were buyer• rather 
than sellers of Governments during the deoline. 
The largest net acquisitions were those ot notes 
bT the lfew York Oi ty bank; (Chart III). 

(4) The Treasury average ot high- grade oorporate 
bond yields has been revised, beoauae ot a lack 
ot eensitivitT in the old average due to bonds 
eell1ng above their oall prices. The revised 
index ahowa the oorporate bond market coneider­
ablT stronger during the lpring than had been 
indicated by the unrevieed index. Even on the 
revised baaia, however, oorporatee lagged tar be­
h1.nd Governaenta during the spring riae. High­
grade oorporatea oont1nued to advance during 
the recent deoline in Governments, aharply re­
duoing the d1tterent1al between Treasury and 
oorporate bond yields (Chart IV). 
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!he Recessi on in the GoYernment Bond Market 

&tter reaching an a11- tlllle high on Mond&T J une 5, the 
Governaent bond •arket declined untll Mond&T, june 19. !he 

!:0 

net decline waa equa1 to a riee ot .07 peroant ln the aYer-
age 7ield or a11 long-ters '1'raaaur7 bonds.• On '1'ueeda7, 
Wedneeday, and Thureday the market ra1lied, the long-tera Jield 
average declining b7 . 03 percent. 

The decline between June 5 and June 19 cancelled on the 
average, a little leee than one-tittb ot the riee 1n freaeurT 
bonda wh1a.h had taken place during the IBOYe f rol!l February 21 
until June 5. Measured J.n terse ot price, the. deo1ine waa 
about equall7 great 1n the long end aedium aatur1 tlee. 
~eaeured in teraa ot 7ield, howeYer, the weakneea wae greateet 
ln the medlWD aaturi tlee. 'l'heae maturi tiee, it wil l be r e­
membered, had been the etrongeat during the epring rlae. 

The poai t i on ot the .arket on 
June 19, reapectlYelT, ia compared 1n 
changee between these datee tor three 
euee - - the onee indicated eeparatel7 1n 
red and green curves -- are shown in the 

21, June 5, and 
!he 7ield 

tat1ve bond 18-
the a.hart on the 
t ollowing table: 

Change• 1n the Y1elda ot 'l'hree Selected 'l'reaeurT Bonde 
(One Short, ODe Medium, and One Long) 

Between Febru&rT 21 and June 5, and Between June 5 and June 19 

(Percent ) 

x1e~C1e aa or M8"10 ge Peroent 

reb. 
Feb. 21 June 5 ot gain 

21 June 5 June 19 to to loet 
June 5 June lQ 

2-31~ · · 19~5-47 1. 52 1.07 1. 13 - ·45 + . o6 13~ 

2-3/41 • 1951- 54 2. 30 l . t5 1. 94 - . 45 ... 09 20 

2- 31'418 1960-65 2. 54 2. 26 2. 32 - . 28 + . o6 21 

• &dJueting t or the Qbange 1n t he compoa1 t1on ot the anr age on 
June 15. 

.. 
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Treasury notes were also sor t during the two weeks end­
ing on June 19. The declines on the old i ssuss , howevert 
averaged only . 03 percent in terms or yield a11d cancellea. 
only about 10 percent or the rise sines February similarly 
expressed. The new 3/4 or l percent notes were some~at 
weaker than t he old i ssues, their yield increasing by 

Sl 

. 05 percent from a level alreadY out or line! on the basie 
of recent precedent, with the old issues or ~ediately pre­
ceding maturity. Tne weakness i n the new notes is easily 
seen i n Chart I, where this isoue is the only note separatel y 
indicated on the green curve. 

Exoess Reserves 

The exceso reserves or all member banks, which had 
reached an all-time high on May 24 decreased by $70 mil­
lions between that date and June 2i. The excess reservea or 
New York City banks decreased by about $120 millions during 
this period, those of banks outside or New York City increas­
ing by about $~ millions (Obert II) . The decrease i n excess 
reserves t or all banks during this period was due entirel y to 
an increase in r equired reserves, total member bank reserves 
remaining praotioally unchanged. 

The erreot or domestic taotore during the period under 
review ~ould have been such as to have cauaed a continued in­
crease in exoees reserves, so that ' tbe enti re decrease which 
did actually occur is attributable t o internati onal factors, 
principally an increase in the deposits or f oreign central 
banks at the Federal Reserve banks. Thie increase in foreign 
deposits is , in turn, attr ibutable to a net withdrawal or 
private foreign funds from this country. The decrease in ex­
cess reserves was probably no t a significant f actor in the 
recent deoll.ne 1n the Government bond market. 

Changes in Bank Holdings of United States Securities 

The weakness in t he Government bond market between 
June 5 and June 19 was not caused by bank l i qui dation. On 
the contrary, between May 31 and June 21, weekly reporting 
member banks i n New York City i ncreased t hei r holding& or 
Government bonds and notes by $95 •llllone , o r which $75 mil­
lions consisted of notes (Chart III). While the figure• 
are not nvailable tor weekly reporting member banks in the 
other citi es tor the entire period, the changes between WaY 31 
and June 14 were negligible. 

• 
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The !.~:r~aee in the holdings of notes by Hew York Oity 
b~,kc is a logical outcome ot the June financing. When it 
was announced on June l that an issue ot notes would be of­
fered in exchange for the September notes~ the market was 
taken by surpriset tor a bond 1eeue seemed to haTe been 
generally expected. Consequently, the June "rights• became 
relatively more attractiTe to the Hew York banke, and they 
tended to aooWDUla te them en net ·balance. 

New ATerege ot High-Grade Corporate Bond Yields 

The Treasury aTerage ot high-grade corporate bond yields 
was originally act up because Moody' s Aaa aTerago had lost a 
great deal ot its senai ti TJ ty because so many ot the bonds 
i ncluded in it were selling aboTe their oall prices. !o 

guard against thie, the Treasury anrage included only non­
callable bonds and callable bonds with a coupon rate of not 
higher than }-l/2 percent. Long-term intereet rates have 
since decreased t o such an extent, howeTer, that all of the 
callable bonds included in the Treasury aTsrage are now sell­
ing aboTe their call prices, and are consequently relatiTely 
1nsensitiTe to further decreases in interest rates. The same 
situation seems to prevail in nearly the same degree at the 
present time with respect to Moody' a Aaa average, wh1oh has 
behaved Tery auoh 1• k.e the Treasury an rage 80 tar this year. 

52 

Unfortunately, it ia impossibl e at the present time to 
obtain a broad list of corporate bonds from which a satis­
f actory average may be derived, since every 1 h1gh-grade 0 call­
able bond actively traded on either the New York Stock Exchange 
or the Curb Exchange is now selling aboTe 1 te call price, and 
there are almost no long-tel'll higll-grade non-callable bonds, 
except rails. 

The best solution ot this problem seems to be to base our 
corporate bond average, tor ae long as mar be neoescary, upon 
a small list ot bonds which are actually tree• to move, and 
so indicate changes in the underlying =arket.• The tiTe bonds 
selected tor th1e purpose are as f ollows: 

W Ultimately, either thi rate ot interest Will &dTanoe, 10 

•treeing• the bonda now aelli.ng above their call price; or 
the bonds will be called and replaced by new bonds with 
lower coupon rates, Which will eell below their call pr1oee 
and eo be tree to retlent changes in interest rates. A• 
soon as either of these things happens, the index can again 
be enl.arged. 
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I .. u .. Included in Jew .t.nr age ot High-Grade 
Corpor ate Bond Yielde 

1 Pi'ioe 1 tle14 

53 

1 June 21 1 June 21 

Penne)'lYan1a Railroad 11-1/21 • 1960 120 3·19 

Norfolk and Weeter n Railway 4•· 1996 122-5/~ 3· 15 

New England Tel. and Tel. 4-1/2• 8 1961 12~1/2 2.5d 

Bell Telephone ot Penna. 5'• 1960 133-3A 2.66 

Standard Oil ot Hew Je~ee:r 2- J/4• 8 1953 106 2.25 

.t.nrage 7ield 2. 76 

!be tiret t our ot the iasuee included 1n the &boYe table 

are not callable w1 thin the next twelYe :rean. • !be fjfth 

(While now eelling aubatantiall;r aboYe its call price ot 

103-1/2) has a coupon rate ot onl7 2-J/4 percent. .t.ll ot the 

bonda han a .. tur1 t7 ot onr tweln ;rears. !be rail a are nr7 

high-grade. The two telephone coapan)' bonda are the onl)' 

regularl)' traded long-tara bonda (other than ra1lll) not oall­

abla w1 thin the next tweln 7eara, Whioh wo haYe been able to 

tind on either the Jlew York Stock Exchange or the Curb Exchange. 

The Standard Oil ot Hew Jereer bond -- which •• haYe included 

reluotantl)' beoauae ot ita call feature -- ia, ot oourae, Yerr 

high-grade, and is giYen oonaiderable treedoa ot aoYeaent, de­

apite the call feature , b7 ita ver7 low coupon rate. 

On Septeaber 14 19~, the average 7ield ot the tiYe bonde 

Just d1souaaed waa t~e aame ae that ot the old twent:r-bond 

index. !be relative aoY .. ent ot the two averagea Iince that 

tlao 1a ahown in Chart IV. It will be obaerved that, ae 

measured b7 the new average, the corporate bond .. rket hae 

ahown auoh greater strength during the apr1ng than ae measured 

b7 the old. &van as eo aeaaund, howeYer, it hal not been 

nearl7 as atrong aa the Govel'IUient bond market, and the d1t­

terential between Treaaur;r and corporation bond ;rielde on the 

* The Penna:rivan1a and the Hortolk and W~atern bOnds are non­

callable. The Jew England Telephone'• are t1rat callable 

at par in 195d and the Bell Telephone ot Penna)'lYania's in 

1957, and their 7ielde are ooapute~ to these dates. 

.. 
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new bade ro .. troa o." peroent on Jebruary 21 to o. 73 pe:r­
oent on .Tune 7. 'file ::o~rah url:et 1 aa aeaeve4 bJ the new 
1n4ax, hae oont1nued to ~yanoe ~ng the reoent reoeee1on 
ot the Oonl'IIJient aarket, eo that the d1fferent1al between 
the oorporate and long-teJ'III 'l'reaeurJ aYeragu hae fallen baolt 
t o o. 60 peroe.nt ae of June 21. 

Attaohllenta. 

.. 
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TO 

FRO" 

SubJect: 

TREASURY DEPARTMENT 

INTER OFP'ICE COMMUNICATION OONJ'IDJ:Nfl.U. 

8ecret~~ent~ 

Mr. Baa~ 

!he Buaineee Situation, 
Week ending June 24, 19)9· 

eu-n 

oAu: June 26, 19)9 

(1) The contra-aeaaonal r1ee in bueineaa aotiY1ty ccn­

t1nuu under wq deapih growiq pol1t1oa1 tendon abroad, 

with further aubetantial 1ncreaa .. reported 1D the a4,Juated 

1ndexee of ateel and automobile production. Were 1t not tor 

the foreign eituation, buaineaa actiY1ty now would doubtleaa 

be at a aubatant1ally higher leYel. The approach of the 

Fourth of July hol14&1 ia likely to briq a decline 1n eteel 

operat1q eohedulea and per~pa eo .. elaoken1ng in other 

induetriee during the current week. 

(2) Continued weunna in .. ne1t1Ye co-od1ty pricu 

eeeae to toreehadow further uneettling deYelopaente abroad, 

since the do .. atic picture reaalns taYorable for rie1ng prioee. 

The uncerta1.nt)' onr what a&7 happen in Europe and the ll'ar 

East oYer the next few aontha rellalna the uJcr bandlca.P to a 

rapid bu81neee reconey. 

()) I. ebarp downturn in eeaeonally-a4,Juated ree1dent1al 

awarde oocurred during the first halt of June, firat tore­

shadowed by a decline in rBA eelected aortgagee in April. 

Mortgage data tor Kay and early June, boweYer, i ndicate that 

rea1dent1al awarda dur1ng July and Auguet are not likely to 

decline further. 

'l'be cu.rre.nt bue1ne.. trend 

Bueineee act1Y1ty, ae aeaaured by the New York T~e• 

index, continued to gain during the week ended June 17
6
. (Bee 

Chart 1) !he a4,Juated 1ndax tor that week roee to 90. tro• 

89.8 the preyioue week. ot the two leading 1n4uetr1ee (ahown 

on the ohart) eteel actiYity baa contributed aoet to the 

bua1neaa upturn, ootton alll aot1Y1ty reu1n111C relaUYely 

atead)" . ll'or the weak ending June 24, further 1apronaent 1e 

shown 1n the indexee of eteel production aJIC1 autoaob1le 

production, the only ooaponente eo tar aYa1lable. 

~'J 

• 
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Dar1J11 the l'al7 • hoU4a7 ••* aow ..,proaehiq, a nb­
etantt.l tellpol'ai'J 4.J'op 11 l.Uel7 to be reoorded 1a the 

a4Ja1ted bue1DIII 1Dlez, OW1ag to the bol1Q7 fall1 .. Oft 

'fuelda)', e11loe ~ wol"kere 1a both faetorbe and ott1eee 

'11'111 be lflYeft a bol1Q7 Oft lloft4a7 ae ftllo 

1'he J'14eral JleHrn Boar4, 1n pu~111hilllf 1tl prel1C.Bai'J 

index figure of 92 tor lllq, repone that a eonddel'allle 

1noreaee 1n 1aduetr1al pl'Oduot1on ooourrl4 dur1nc the f1ret 

t hrle welt• of .Tune. Printl eet1•tee of the pro~e J'RI 

t1SUN tor June range bet .... 95 and 9t1. 

!he po111bU1t:r of another eeYere er1e1e abro114 durtq 

the next tew 80nthe, with poea1ble aooo~:rtac ••aka••• 1a 

eeour1t:r pr1oee, oont1aue1 to aot ae a II&Jor reetra1at on 

aot1n bue1nell reoo'I'IJ'7. !o the erteat that war teare ha'l'e 

alread:r held bue1D111 back, bo"nr, the &book of eer1oae uw 

dnelo~nte would be re411oed. 11 Ul the preHnt bae1o atrencth 

in tbl 4ouet1o budne11 aUuat1on, euoh de'l'llopa•t• would not 

be 11kel7 to pl'I'I'IBt a farther bui1DIII 1'111 duriJII the IIOOnd 

halt ot the 71ar, tho"'f}l the rate of rile cpt be 80re poa4ual. 

!he etul 11 tuat1on 

The rate of operation• in the etee1 in4uatr:r roee 1.9 

pointe laet week to 55.0 per oent of OQ&01t7, al80et reaoh1111f 

t he lpr1111f peak utablhhed 1ft ~rU. !!» 1Dlependent ooa­

paniee oont1nue to ebow 11110h hiper aot1rtt:r than U. a. Stell, 

their aYerace rate for the week ended June 19 r1e1aa 1/2 po1at 

to 61 per eeat of OQ&01tJ, while tbl u. a. ltee1 rate dropped 

1 1/2 pointe further to -... 1/2 per oent. 

A deoline 1ft eteel operatiJII eclbldulee .. ,., 1ft proepeet 

tor the ourrent ••*, ow1ag part17 t o the approaoh of the 

J'ourtb. of Jlll.7 bol1dq, 1'hl YO\IJICeton 41etriot 11 eohedllled 

to N411oe 1te operatiJII rate 6 pointe thll week, whieh 11 

recarud ae teiiJ)Ol'ai'J• In tbl Jhattale area tbl rate wae re­

duoed • 1/2 po1ate at the a1d4le of laet week. 

Jew order• reported '1117 tbl U. 8. lteel OorporaUoa laet 

week 1noreaee4 alightl7 to ~ per oent of .. pe.o1 t:r, nrn• 

" per oent tbl prertoue ... k. 1'he order• are oloeel7 1a 

llne with tbl Oorporat1on '• " 1/ 2 per oent operat1ac rate. 

In new ot 1tl re1at1'1'elJ low 1e'l'll of order• and low operat­

ill8 rate, it appeare that thie eteel ooapaa:r, epeo1ali&llllf 1a 

hla'I'J etnl pl'Odaote, ..,. ha'l'l been 80re ooaeernt1n than the 

independent oo~e• about aooepUac reoeat t~~~to80b1le 

etee1 order• at 1 prot1tleee prloee•. 
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AutoiiObUe outpvt laet weelt ro .. further to 81,070 

un1h, troa 78,305 unite tbe preT1oue weelt. !he trend Will 

probablJ be dowllwar4 troa 11ow until late .Jul7 or earl:t 
Auguet, whell proc1Liotion or 1940 modele wUl s;et under wa;r. 
fbe end ot th1e week eaw f our ooapa~~1ee t11liahe4 with 1939 

model rune, and b)' the a144le ot Jul7 all or tbe Ge11eral 
Wotor• and ChrJ'aler planta are expeoted to be t1111ahed. 

Pr1oe trelld lower 

A continued weakening ten4eno:t 1n aenait1Te coaaodit7 

p r1oee (See Ohart 2) appeare rather oai11oua aa pouibl7 
toreahadow1ng further 41eturb1ac denlopaenh 1n the foreign 

11 tuat1on, part1oularlJ e1nce ria11lg priaee wauld naraallJ 

£.!. 

be indiaated b7 the etrengthening daaeatia outlaok and 1apraT­

ing bul1neu aat1rtt7 in England and certain other foreign 
countr1ea. fbe end or the weelt, howeTer, aaw at leaat a 

teaporar, priae upturn. Security pr1cee 1n Londo11 and Parie 

during the paet week haTe tur~~ed eoaewhat weaker than 1n 
New York. 

Pricea ar 1nduatr1al -teriala, wh1oh are 110at cloeely 

related to baaio bueilleee aan41tiane, continue to be well 
maintained. (See Chart 3) Prices at tara praduah, on the 
other hand, haTe aondnued the deol1ne Wh1ah began at the 
end ot )(arab. During the week ended June 17 the BLS price 

index ot tara praduch reaahed the loweat point 1n the paat 
th'e yeare. 

Deepite the lower prioe trend, oaeh farm inooae 1n lfq, 

including OoYel'IUHnt payaente, waa 6. 5 per oent larger than 

1n April. Tbe t o tal of 1589 aillione wae 6 . 3 per aent aboTe 

the coaparable figure tor llay laet year. Total oaah tara 
i nooae during the f1rat tiTe aonthe or th1e 7ear exceeded 
that ot the preTioue :tear b7 1~7 Millione, wh1oh account• 
at leaat 1n part tor the taYOrable ehowing ot rural retail 

•alee in reaent 110ntha. 

lleeidential a•ard• lower 

fhe r. w. Dodge ree14ent1al contract award• tor the 
first halt ot June dropped eherply troa the oorreepon41ng 
May tiguree, indicating a t otal tor the entire month at th1e 

rate or 197,400, 000. Th1e would ooapare nth a lla)' total ot 
ll33 ,Sl8,000. Seaaonall7 adJueted figure• are ehown 1n 

Chart ~. 
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A 48el11M 1a Ne148aUel ~ 1a hM 1M& liMa tere­
......... ~ a eoann 1a AprU 1a 11u .-1- et nA .. n..,.• 
••1H11e4 ter appra1Nl.. !MM •n..,. 4a11a Uft .. a•148rallll 
torewuUlli value ill 1~eaUJIS 11'11.1 11Hil4. et rel14e11UIIl 
awar4e, lbowiac a lee et IIPPN~11el:r n. •atiu, aner 
••••oaal aiJ••t.ea11. 

A d114J we baTI ..... of 11bl 11rea4 of PIIA lelee1114 •r11-
g-cu dur1ac JlaJ .... 11m t1r•11 par11 of .Tlaae 4H• ae11 1ad1aa11e 
a tur1lhlr 4eel1ae 1a relluaUal oea11rae11 awal'lla, h11 ncpa11a 
t bat thiJ are 11kllJ 11o liTil out 4ur1ac J¥1J aa4 Jaca•11 a 11 
approxt•t•l J t he Jua• ra11e. 
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June 26. 1939 

I spoke to Bull on the telephone from the !arm 
about the loan to Finland and he aa1d, •Some ot the big 
powers lllight object•. I told him that unleaa he waa 
entirely happy about it that I did not want to do it; 
that I bad no interest 1n it. Then he said you know 
bow we all !eel about Finland and would I have a further 
talk with him when I came back. 

£7 

Regraded Unclassified



• 

Til IIIIAfl ll&.rll ILIC1 ... MD II A flU IU TilT W 

Ill IIJ'PfP II M AniDT It fll Til ..UtiC IILftl' fi!CI WI LAW 

AT tloiC All ..a. 

Til nn was ~ " sa 
CIU••UlhJP 

All IIOIIITAIY IIU1 l ... fl 

Til ~f~UL. Ill ihiiil • IIIAYil Plmaal AI All A IMIII It 
~ 

111 PIIIIIIIC IIOIIITAIY IIU. UYIIIIII fil Tit ftAII ftl ITAIILUAfltl 

,_A. PIUI.III1' .... mJ.T'I Pi1D TO IIYAUl Til MUI. n 

IIPIUlllfD A IOIIflCATitl tr Plmll'l illlllll. ANI I 1111' FIJIIIC 

m PIICI AT lloJJ All .-ct. 

AI.TIIOICI Til iJLfDifll lftPID TALDIC lAIC II litO tt.PDIIT 

Til mt i1 111 Plmaal PLAII, 111Y WTDAfll fiAT 111 _, IIU. 

IWU K .. IICaiD IIKIIIILY- IUill TillY lliiU PIDlf ITI 

PAIIACI. "tn IIU -T • llliD WI til Jlllllllllf WI III*IIT .­

H TO PIDDI DPIIAtltl tr Til AIIIIIJITIATiil'l -'AllY PIIRAI • 

... IIIITIAtlil LUIIU JAil fiAT Ir Til ll,.fDITU CtftiiiiD It 

PIOUI!f HIAfl1 111 IIIAfl 1Mt • _. II lllllil Ti11Cft••1a 

fiiiT IIIIT IIIQOI fll 111 YUI. 

CIM-U~ 

Regraded Unclassified



• 

ADD 11omAIT IIU., IDifl 

Arm TIE IDIAY, PIT1UII trfDD IIIIIID MIJI ill 10 Pa Til 

PII CI AT 17. , ; earn. Tl&t Wll Til PIJ" fi'ID II ltlt na Til 

SJLnl PWCIAII PltCUII Wll llltU1D. Ill PIICI US-4:1 UD AT 

Til 1D fll lUl Tt M.M CDTS. 

6/U••UlMP 

ADD IIOIIETAIT aiU., s.-n 
Til SECOII PlniWI MIIHIII Wll Olttll liTO A ... NIAL 1'1 

SDATte dAIIS 10 UU. Ill ll'fALIIAtl• AmNJn. Ill IILtllltiS 

I OPD Tt 1'Wt Ill Ml'"lll lfD TDeiCI Ill CMalllltl• WITI la&Tas 

OPPOSD TO Jl'fALIAnOI. 

6/26·-UUIP 

ADD NOWETAIY JILL, I~TI 

Til IJ'JOIT TO COIPU U.IIIMTIOI fir til UICWTJfl ~AIY 

COITIOL A8 til FIIIK fW Til IOHSTIC: IILfll PIIC:I AT 11.t1 II A Tilt 

YOTI: liAS IW.TD II' A PAILIAIIIITAIY IICWI. 

SIJIATOI M*IIAit PIUIIIK, WPIIU ..... ITT WID ••s.n•s 
COITDTJOI fiAT two IIPWTI lftSTI .. UU llfOLnt II Til AIAIIS 

AIIDIDIIIIT All OUIUI A fOTI 01 UCI. 

l liARS IMDIATILY APPIAI.II TO til SIIATI TO fi'SIT Til Mill • 

~/26••1UlP 

/ -
Regraded Unclassified



IC 

AIID IIOifiTAIY IILL, 1111Atl 

JA.IIAI0 S ULI• IAI IPIIU, - ~· tO 35, All fill Alllllllll IAI 

SPLIT l .rG TIO IICTitll. 

Til IIIMR ftfD ~NY fO IIPIAL JIUIIIIIIT IIOIIftLT•I· Nfta 

TO JIYALII tD IOLUI. 

Til •on lAS .. AI AIIIIIIIUT If IIIATOI UAIII Tt tD PIDI• IIGIITAIY 

JILL. 

Til •on .Tt IIPI 1ft Til NID lAS U fO J1. 

' / 26••12t1P 

All IIOIIIT .. Y IJLL, I~R <flat 2tTP) 

AJOrn• or. Rl Alii II IAI Mil roiSI~ liD i!IPKII tf tD 

Sll.fD ILOC1 Allan If urnAJ. tr tD AIIJIIITUflll Tt IOOIT til 

NICI TU tiiAIIIY PAYI fM HUSfiCAU.Y llat IJLftl, YtfP AUIOST 

SOLlJLT ftl IT. 

' / 2,••121" 

A rn liMa Uta, fill IIUft ftfD Tt IIHIU fill tuAS•Y Tt 

11•112 Clllfl All t11C1 fM MIIStiC.U.Y II .. IILftl. nl Uim• 

II~.~ earn. 

.. 

Regraded Unclassified



A.OD IIOUTAIY JILL, SIIIAfl 

Til SILfll fOTI •AI .. Tt H. 

15/ K••Ul?P 

ADD IIOIIrYAIY IJLL, IIJIAfl 

Til lOLL CALL .. S'liii'I'IIC 'Ill PIISIIIIIT tr Ill llfWAYI .. 

AUTIOUn JOU.tnt 

Af:UJIST llfWATI .. <U> 

DDIOCUYS <U>••AIMII, .. usa, ASDUT, tuLlY, 10111, ....,., 

BilLOW, .. Ill, l'fU, CUU fW nan, CUll tr IJSHHJ, JOCKf, 

f:WY, _CUSS, UDU, DUIR, IOLT, IICCAIUII, ..... ,, O'IAINIY, 

PlfTIWI, UJCJ.IFrlt SCIWII.I.DIACI, mtKS, fAll InS, WAUl, ma.a, 

.IOIIIISOII or COLOUM Alii IIIIC. 

• IIJIVILICdl <lT> AISTII, JUIOUI, •UIU, CUPP, IWUI, llfiS, 

• 

FU~lD, c~, UU, IOUIAI, J-· tr CALIFtiiU, UD, Ttl!, 

TOOSIII, fAIIIUIDC, Rift .. IJLIY. 

FUIID UIOllfl < l) UJPSTIAI. 

rot Dn4uatt• c~i> 

lpiOCUYS <21> M-Al, IAULIY, IJLIO, trJBit ll.U.~, ClOICI, 

f:llllf, nna, hTCII, IJLL, llllllt Ul, J.OCAI!f, LIICAS, IAL Sf, 

"etnLu, itLLa, •r~t•, aa.Y, tnat•, U1110LH, a-.s~, 

sunay, HA'IIIU, ITIIUT, 'lltlal • tiUitiiA, TUIMII, Alii WAGD. 

U"II.ICdl < U ..... 

PIOCUISifll < 1 > U fOLUTTI. 

I.IPUIIIIT < i > 1101111 • 

/ 
Regraded Unclassified



ADD IIOIII'tAI'f JILL, -~ 

DDIOCIATIC LWIU JAil LATD TIAT WID fU JILL II IDT te 

COIIFIIDICI IIH Til IGISI•·PUJAIL'f UTI 'fOIA'f••IUT 1011.1 11AU 

I ~ 

&I' &nan te IAR fU ctiRua IDT .. fU mALIAti• PIOflll •• 

6/2,·-UHP 

All IIOIIITAI'f JILL, IIIIAl'l 

Til ltLL ~ 'ffl • Til IILfD liN Ult 

FOI 111 IIIII Ill <,41) , 

I~Ufl (Jt)••AIAIII, ADUIII, MIWUT1 ~IA11, (IIIL., -· 

1111.011 CUll .,-j .... , ~ er '111 .. 1~ IWIIIt, ru.-a, IATCf, 

IAnP, ..-as•, ~· I , .. eF C.~H, II~, LU, LM~ IICCAIIAII, •ILLII 

IIUUII'f1 IDLY, e•IIAI..,, ORIT .. , PJTTIIM, ICIULLIJIIIICI, lfnAIT, • 

or MtA._,, •• ...,., AD naLU. 

llNM.IC .. ( IC) . ann•, Milia, IOUI, .IKU, CAPPD, I'.IIID, 

la.n''~ - rtAIID, .• 111)11', IIAUt. ltLMII• ,_ .. er CA&.If ... lll, UD, 

I'IUIIIDllltH, Riff All lli.&T. 

PIOGIIIIIQ (I) Wti.UTTio 

,..,_. LA .. U) 'JIIPJTUI. 

&;&l•t fU ll'iliiMIIIf (le) 

DIJIOCIATI (27) IIIILI'f.-f'ilnn, .... , ..01 JTU, ftUU, 

JIOit41, tDif, CUll, ..... , hillY, IIU.. MT, JnNJIU, LICU, 

~~~L~IIIJT, 1CUU.411 •Jn., IAICLIJfl, UftiUI, UJHLL, ILATTD'f, 

'f191W11 m ... , IAUI Ml IACIII. 

IIPI&ICAJJ CJ) tell'f, tenllll. 

IIIIPUIDT ( l) ...... 

Regraded Unclassified



I -

ADD NOMITUT JILL, s-..rc 
Til IIIIATI WICT"' .21 h ~t, All •MUMDT If 1'IOMI er f!1 'FilA, 

TO li .. IU Tli COfD'PT'I fiSCAL QlleiiTIU Tt STAULIU Til MUAI 

Jll TPIIS or C:-tln PllC:D AT A LPIL er lH. 

6/U•·U~ 

Till SIIIATI IIPIAUI If A fOICI fOTI Till IILfll PIICUII ACT 

.......... .. -
ADD SILY~ ACT, IDATI 

Til IIIIATI liOPTIJ All ... I Ill If IIIIATtl .... C. rwu• IUPITI ~ 

Till PLUS or IAJOiln l'*N' I'Win tiAt 111 UPIAL 1011.1 llrUCT IJ 

OUR TIAII IITI fOIIJU CJ&a&ll. 

Sl11ATOI UnliT 1111111 D 111 lltnl JII~MI ACT U A fAIUII 

AID TOLl Til IDATI ThT -a llf II or TIAil rtl IYPY It IJIIIItD. • 

SIIIAfOI MillY UIJ ftit 111 lliifll ITATII AM•'t. ;AT All 

AlflfiCIAU.J liiCaWD PIICI ft ..au COWl Jll fOa IJLYD, 

I WIIICI W o-.t til fAUI tr A CII.OIIn AD RICI CtiU IIOT • 

• -,..., AT A PIICI lllf 11D1 lUI Til .-uu PllCL 

R IAII tiAT If 111 t.S. IIIDI te Pill Ill flAil fiAT If .... U 

Wf IOOIIIU C:OTTCIIIIO tiAt .. IJIILAIII IMP JICIT li 

Regraded Unclassified



ADD SU.fD trn, ... II 

•IIIIJCO 111 .... 1 Tt .. ltDI$ 1 ., llnAtD IJJZIIU. 

A11£iiCAJI raon:an,• ASIIIIT UIIJIID m SIIIAII .... ==n 

ASSD TD tut tu jOIIJ. IATJ- IDI llfa I ffiAIIII Nlll 

JY TU IJLYD IC.UIIJtl ... 

AIID SILYil. ACT 1 1111111 

Til ~- ' I Ill IDIILD ., til· Ani- If 1111 IILYD 

I'UICIIII ACT .... UI~ r• JtiiJII ICtiJUitl-. Ill IIU, "IC11 

ALSO PICIYIIIS JOI IIIIIIIC ....US, lalllU 1ht 111 MCSSI If 

SILfP IS til •• I. 711"'1'1 ... _, •• ,. ., 1111 ftTI&. Ci'IUC"f • 

6/2,··•" 
til lnATI TtiQCIIT PUID " ftiCI 'rOll a. SillY ft eotiiDISCI 

C:O'IIU.IIIrr Pll« • ....,10 IILftl a. IAISJ. ~ JPDI&. I'IIICIIAIIS 

FOUJCII IILYD, 

• 

/ Regraded Unclassified



• 

ADD IIOIIIY IILLt IIMU 

Tlll ta,HO,HO, ... n&II&.IUTIOI ,. .. UI.DIDiD J'OI TWO YIAIS 

VlTKOfT CHAftt: A ' Un IIIITI: Af1111J'T ' ' IIIIITel IUIII TICIIIAS 'N 

IPOCI Til ,. .. TO *'"~~, ... ~ TUIIIJ'D Ta 1111&111. 

tl,~,t~1000 TO Til CPtlAL ; ... OJ' til TUASOY, •as UJ'IATO. 

" 2' OIN26P 

UD IIOHTUY II~,_IIMTI 
IUATI 01 ti8M1° Ali Ill Tt ....CI 1'11 n&ULIZAfl. ,_ •as 

DlatCTED TOirAII ITS llf'LAfi .... T NIIIIIUtiU. IDdl& IAI~-
or IO*TM CA .. LI~SAII fiAT 111 It,,.., ... , ... C ... JltwTII T 

•Tilt IOSI -~~ TU tllrf.• . _ . . . _ .. 

rir .~on: :r= •=ft-=~·::: ~=-:'="ms:.-.=!· 
IIIWT TO Til UA .. a lllCI flll'lllllat lid til HIP Tt liM 

U,ooo,tot,'" II -tllDI•MCII.• til SAil MIIIIIDI Clfl 

TilE PIUUIIT HIP TO IIIIICI tU IOU c•ror Of til NLW IT A.­

IIAliJ IIUit OJ' ,. Pll CIIT. IllS LATII lAS lllnlcnt TO •11111 

,. AIID 6t PU CIIIT IT Ta · .. LI Ulllft ~ • 

, 
Regraded Unclassified



TREASURY DEPARTMENT 

INTER OFIFICE COMMUNICATION 

TO Seci•O\IU")' lloJ'Ce&IUIA 

' """ I. B. Jldlq 

.,..,, '' Hw "nmns lll.rkt' 

lttk ' "'¥ lyt at. l!il 

DATI: Ju. Jl0 lilt 

JlllrlJI& u.. WMk u.. co.,. ... , •rat rnerM4 u.. ._.,.... t....t 

ot U.. prrrlo•• '" -a. Al~ .. , ••17 eoUn, loac frMnr7 llea4a 

mon4 v.p •• ow.ch ao 1/2 ~la\ ea ll81 \e4 "-1111C· !!do lNftnal of \roal. 

wao •&11117 at\rl...,.\alolo to U.. ..,......,_, tba\ $100 101ll1oa ro4aral 

rano llortcaco ....... .,.. 1a hp\aller wnll. lie ~1. off 1a oaolt. Otller 

to""" aMiiiC \o Wo n- \Mfaq llppMrM \o lie \1>&\ proflt-ooll111C 

b7 baab tor Juo liO a\a'-t ~aoa ,. • ...,......,17 _,lo\14 all 

4eohro1 ~r\folloa ft.ro -altoml-7 .. ....,.... !roaftlT Mtoo abo'OOI. 

catu of 1 t o &/~ 'llililo cu.r-toe4 la- wro v.p 1 to 8/~. 

!oclq, lloll4q, tr....u, lie .... loa\ ...... , 1/4 polll\ 111 QIIP&\117 wl\ll 

a 3-polllt 4rop 111 \!lo a\oolt IIUb\ ao a ronli of uoor\&111\ha 1a \M 

rar lao\ora dtw.&Uoa. 

J)Ml•n • hrttoltoa 

Dealorol 'Dold.lap aboftl. a .......,U011. of ...... , $3' alllloa. !M 

prlaolpal lad.lwl~ ......... taoldM a .......,\tea of $at • 1111• 1a 

troon..,. klu 'DolUaca M4 u lDCnuo of Unt $11101111oa 1a 1 to & 

y ao.r !roaov.J7 aotoa. 

/ -

76 

... 

Regraded Unclassified



-~ 

pte1tn' brVtlitl 

t ,.....qboad.a fr.....,., .. , •• (1 ,...., 
fi'M8V7 .. ,.. (1-11 71'•·) 
tr•UU7 ~u. 
H.o.x.. c. boll4a 
r.r.11.o. bollA• 

(la .Sllloaa) 

... It &114M W..lt •U& 
l!M17 JwM 

til,& ao.a 
••• . .o 
D. I "·' -... • • I 
1.1 1.1 

1211.6 106. 0 

'''en= 
- ~.a 

- a.• 
+ u .a 

+ 0.1 
- 1.1 -•.. 

I { 

Dealen' Y01- ooa\lwe4 11cht. Da117 uenc- .... _., $110 alllloa, 

t&O alllloll of wtllcb na 111 ,.........,. )oa4a, 

1ft I I rtR It'MI 

,.,. oorpora\o ....-l\7 aulr:e\ w.a qlllh oo\lft, .l taW of tea 

alllloa boa4a won otferef., o f wb1cb _., $?1 .Sllloa ..,., fer rotaatiac. 

two hl&b craM hiiUo, lacl'a4lac $110 .S1lloD 311-r•ar bollA• of SoooDJ ,_, .. 

wo.- woll re.ln4 aa4 aoU crat qlllcldr at a 'P..U• abon \M offeriac 

'Prioe, .l uUUtJ luu et .-.t •11 alllha, wUb a ._.. cra4a raUac, 

\7 Illlaoh Olratrel J.l&b\ aliA hwor ••" raU.. alowlJ at alleat \M 

oftertac 'Prlee. .&)oat $?1 111111 .. 1a uw loa&to oro apec>\M \e bo offer" 

ftrlDC u.o -...It aow ovreat, laclll4lac •• al111oa 30-JOar boiiAe 'tl' · 

••~ell• lteel eo.,..rauoa. 

OtEftpH lp4. Marpt 

no oorporate boN _.. .. , *"' ~ ..... at~ tartac tiU walt. 

Blp &raU laiiUa ooatiaaeA at _,17 .. .uua~~et ro.rol ld.p leftl• 

• bile ·-- cnU h-• ........ p1u raaclaC \e &Mat 1/1 pola\ .. 

&Yenc-, .Ao:UTl\7 la tiiJ.a aarlott, -•r, na raU.Or Upt. 

Regraded Unclassified



i8 

.. .-. ~· \o\all-a P,tli,OOO et ftl'l- tii'M\ ............ 1-

tor _, el ._. J.Ma ._. et h~ at ObetveU. tun eelee 

"" \o 11.,. tM ._....., euld ia ..U. ett t&l•11lla .,._...., 

cOII!a& .,. hl7 1. Ia eMUla, e ~ et tiiO,OOO 1M& \Pill ....., t ... 

ooa.u\ of u. 1. llnebc atMI'l\T- .... 

ne 1'1'' 

.a. te\el et •• 1500,000 1•1/ . lllloO 'llee&e wen •U 1e tM an.\, 

\1'11111-. \M \o\el eol& \o ... 1100,000 ee& 1emec. w- \o .. u ef 

$16,100,000 et \M el'li1Ul t100 •llllee •\Mneeu ... 

, ... lltml .,.,. I p\ 

fte oelr 'reeeao\lae _. ~ hUn1 .... ". 1M1'1Ae& npJuaw\ 

of ti6,MI,OOO ~-rr ldlh wttk- ldlle ee& e pvelleee ef tl,IO'P,OOO 

\llle 1e atlotpe\lee et We welt0 e -\e.l'l~ et t66.1111,000. 

------~--~------------------~ 
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TREASURY DEPARTMENT 

INTER OFl"'CE COMMUN1CA'T10N 

To The Beoret ary 

'"o" 11188 Loniganf" <. 

DATa June 26, 19}9 

The total number ot WPA workers on June 1~, 19}9 

is 2 , ~9 , 76o. 
the deorea8e from the week ending June 7 to the 

week ending June 1~ was 3, 7g2 worker•. 

7~ 

.. 

Regraded Unclassified
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WOBS PR:lGilDS ADUJIISTRATIOJ 
Nuaber of Worker• -.p1o7ad - Week1J 

United Stat .. 

Week en~ng 
19)8 

October 1 
October 8 
October 15 
October 22 
October 29 

November 5 
November l2 
November 19. 
November 26 

December 3 
December lo 
December 17 
Deo011ber 24-
Deoember 31 

1939 
Januar:r 7 
J anuar:r 111-
January 21 
January 28 

February 11-
Februar:r U 
February 18 
Februa.ry 25 

l.!arch 11-
l.!aroh 11 
Karch 18 
llaroh 25 

April 1 
April 5 
April l2 
April 19 
April 26 

Kay 3 
Kay 10 
Kay 17 
J~a:r 24-
Kay 31 

Juno l 
June II-

Source: Work• Progreaa A4• 1n1atra\1oD. 
!I Cont14ent1al. 

3,070 
3,030 
3,001 
2,986 

2,966 
2, 966 
3, 011 
3, Oll-3 

3, 032 
3, 009 
3, 015 
3, 009 

2,980 
2,906 
2,761 
2, 752 
2,751 

~:~~ 
2, 622 
2, 6o9 
2, 598 
2, 5911-
2,590 y 

81 

Regraded Unclassified



WOMB PROGRESS ADICINI8'1'RA'1'ION 
Nuaber or Workers ~ployed - ~onthly 

United 8tatee 

1936 
June 
July 
A\18'18t 
September 
Ootober 
Noveaber 
December 

1937 
January 
J'ebruary 
lllaroh 
April 
May 
June 
July 
A\18'1et 
September 
October 
November 
December 

193~ 
January 
Februar:r 
Karoh 
April 
14ay 
June 
July 
A\18'1Bt 
September 
October 
NOYember 
December 

1939 
January 
February 
lllaroh 
April 
May 

Nuaber or Worker • 
(In thouaande) 

2,256 
2,2119 
2,377 
2, 4152 
2,5~1 
2,4153 
2,192 

2,138 
2,146 
2,115 
2,070 
1,999 
1,821 
1,569 
1 ,~ 
1,~1 
1,476 
1, 520 
1, 629 

1,901 
2,075 
2,395 
2,5g2 
2, 67g 
2,767 
3,053 
3,153 
3, 219 
J , 34b 
3, 319 
3,094 

2,986 
3, 043 
3, 009 
2, 751 
2,59g !I 

Source: 

Montht 

Worka Progress AdJD1n1strat1on. 
Confidential . 

figures are weekly t1gurea tor the 
latest week or the month. 

They 1nolude oert1t1ed and non-oert1r1ed workers. 
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District 3544 

Mr. Sutherland or Mloo S~poon 

'flan t' an hou.r 

-
f \ t- • 

• ,- .f 

• 
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EO 

Secretary ot State , 

HoshL"lgton , 

901, June 26 , 6 p . m. 

GRAY 

London 

-nttd Junt 26, 1939 

Rtc 1d 1 :28 p .m. 

FOn TnEASURY FROw BUTTEKVORTH . 

The B~itish fund did prooticnlly no ousin£33 i n 

thE opot dollnr t oday; thE r ate w.o ~tcady nl1 day as 

11ao also t:~c !'orward rate . ThE British !'und gavE 

about 53 or thE 1 .10 bars or Gold at the r~ng. 

Five t'l£r£ mnrricd .and as main bu.ytr Sam•.a:l llontagU 
• 

was prorated at 50% rEoEivins 100 bars . 

No silver was invoicEd today and thE spot pricE 

at !'ixin:;· \Y:l.S 19 5/8 pence the forward 19 7/16 pence . 

KEN11EDY 

.. . .. 
1 ·A HI• . ' 

7 ,. 

es 
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DEPARTMENT OF STATE 

WASHINGTON 

Jue as, 1131. 

I .. enolodJ16 oop1 .. ot t wo a441t1oll&l cleepatohe• 

troe the AMr101Ul bha"7 ill Londoa rel.atiAg to 

OaeohoelOTN a .. et. ill the Uai tecl I1J18doa. !he .. are 

d .. patoh ao. USII, 4ate4 llaroh ao, 1831, and DO. 8778, 

date4 June 1. 

llilloerel7 70ure, 

8 1 

4/J~ 
Lero7 D. IIUaeboftr 

1. 

a. 

Ottioe ot A4rteer on Iatenaati~ 
loolloaio Attain 

Pro• Loncloa, DO. 88111, 
llaroh 80, 11139. 
Pro• LODdOD! DO. 87761 
June 1, 111311. 

Mr. PraJik D1etr1oh, 
Oare ot llr. Loobhea4'• Ottioe, 

!NUU.l'J' l)epartMDt. 

7 

.. 

Regraded Unclassified



oorr:D :m 

DIBAISY or 'fBK 
tJIIIUD ft.l'fU or AXIRICA 

LOJID<IC, Maroh 80, 111311. 

Jo. 1111911 

IIUBJIO'l': Brit1eh ll'inanoial .luhtanoe to the 
rormer GoYernment ot OzeohosloYal1a. 

The Honorable 

81r: 

!he Seoretar7 ot State, 
'faeh1ngton. 

I baYe the honor to reter to dupatoh llo. 2163 ot 
Februar1 27, 111311, regarding the tinano1al arrangement• 
entered into between the Br1t1eh, rrenoh and Ozeoho­
lloY&k1a representat1Yee, and to transcribe below the 
pertinent portion ot a atatement ade b7 the Seoretaey 
ot State tor roreign Attairs in the Houee ot Lords on 
llaroh 15, 111311, Haneard Ooluans ltl&-1!17: 

'As regard• the tinanoial assietanoe to the 
toraer Goyernment ot O&eoho- Slov&k1a, wbloh was 
authorised b7 the Act ot Parliament passed laet 
aonth, the position, so tar ae I baYe been abl e 
to aeoert.a1n, ie ae tollowe:- Section I ot the 
.lot proYided that the !reaeuey ehould rep&)' t o 

88 

the Bank ot England the lolO,OOO,OOO which bad been 
placed at the cUspoeal ot the .. t1onal Bank ot 
Ozecho-nOY&kla, and that hal been done. !he 
uount tbat hae been withdrawn b7 Oucho-SloY&kia 
e1nce thle adYance wae tirst .. de aY&llable - laet 
October - 11 lo3 , lt50,000. The balance ct lo'6, 750,000 
hae not been drawn upon but re .. ine with the Bank 
ot England. !he eohe.. ae orig1nall1 devised between 
ourlllYII , the J'renoh <Joyernaent and the tor .. r 
Ozeoho-SloY&k GOYernment included tbl· 1eeue b7 the 
laet- na•d GoYernment ot a loan on the London ... r!tet 
b7 ••an• ot which the aeeietanoe g1Yen to tbat 
GoYer.n.ent, eo tar ae it took the tor• ot loan, 
would be repaid. In tba new oirouast.ancee, when 
it would appear tbat the GoYem .. nt ot Ozeoho-

llloY&kla 

/ Regraded Unclassified
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11~ baa ...... t.o onot. aa4 t.he t.H'1'1to17 tor 
whloh \bat. Gon~t. ... torMJ'l7 1'8opon81ble bu 
been cU•U • .a, tt. woa14 •••• lllpO .. tbl • \bat. the 
ooh•• oaa be oarrto4 t.hroU&h, &D4 ot.opo ba•• boon 
taken t.o roqv.oot. t.ho Iaiit ot lllslaD4 t.o -.ko 110 

t urt.hor p&JWent.o out. ot t.ho balanoo ot t.ho 
•10,000,000 v.nt.ll t.ho olt.uat.lon hao boon oloaro4 
up an4 40t1ntt.o oonoluolono roaoho4, I .. 7 OAT 
\hat. I ha•• no 1'8uon t.o euppo .. t.hat. t.ho lol,850,000 
alroa47 draWD hao 110t. boon appltod ln aooor4anoo 
wtt.h t.ho pro•181ono whloh ••" oot. out. 1D t.ho 
rooont. Whlt.o Paper, ud a oubot.ut.lal port.lon ot 
t.ho .wa bao boon dlroo\17 4o.ot.o4 t.o t.ho aoolot.uoo 
ot 1'8fll6ooo, 1 

Ao 1'8port.o4 1D pa~ one ot t.ho lllbaoq1o t.ol­
sru ••• as&, llaJ'oh 115, ' p~a.. t.ho Pr1ao ll1Dl8t.or .ado 
a dallar ot.at.oaont. 1D t.ho Rouoo ot o-ne on t.ho -
4&7. 

'fffB/ Jo 

aeopoot.tull7 ~. 

ror \ he .t.abaooa4or: 

RDIOHJ:L V. JOIIJISOJI 
Oounoolor ot Eabaoq 

... 
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lfo. 1'1'1'0 

s liBJIC't 1 oa~ ••••• lll u. UBJ.M4 
!t'ngd •• 

'Ill' a 

'ftlll r-tu'7 ot SbH, 

"•~on. 

I ba•o &be ~ 'o repert that Cbo npll .. t l'l'eD 

b)' t.ba Pl'lM Unlator 11114 Cbo Chanoollor ot Ule EubofliiOI' 

to !IUOOtlODa ropJ'd1ns &be adalnhtratloa ot the Oaoobo­

elo•alc (RootrloUoaa an Banlrlna Aooounto, ote. ) Aot, 111:111, 

• hleh "" aot toMb 1D d .. poHbao Ro . 11'711 ot .. 1 U, 

&lid •o. 1'7ta ot .. 1 a, lllall, •"'*o4 nttlal•t. orlt.lol• 

to -.o Cbo lo-• to bo n.loocl oa tho odj-..-t. ot 

t.ba ..... or 0-• tor Ule llhlt.o\ID -··· t't\01'0 lo 

1/ enolooocl t.ho !Janeor4 text. o£ tbo dobaLo tlhioh took plooo 

C:l 

90 
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... 
011 11117 18, McetbeP wUb tbe _., ot ~ Clobato ._, 

~.,.usd 1.-o tM !ltulebM .. • ......Um •t ~ f'oU?I'll\l! ~~ 

wbioh la not anl:r a talP aaal7ala ot Uae OOIU'H ot t1w 

debate INt ao.,...tolJ ~aenta tho NaoUon or taa. BcNoo 

ar c ~ oaa. 

'l'bo ••al elpltlo- ot tbo Clot..to lloo not ln _,. 

partlCIII.l.ar 1uuo IIIIPI'O md'nl tho ooeor.blp ot tho 1)014 

bolo"81ng to tho c .. oh •attonal 8anlc but held ln London 

ln th o - ot the Bank tor IDtomatlonal SaUl-t., blat 

l n the 4-.tPatlon that ~ •- ot o_,. pft on 

thlo oooaalon or lte em-rae~ attltl&M to Oo~. AD4 

a t loaat 1n thlo aattoP tlw Jlouao or a--• tJo\117 ,.._ 

nootad BI'Uhb publio oplnlon whlab boo bar~ 1M••-­
abl7 dnoo tho lhmlab ape nt. On lbe otaa.r baDcl, 

appoaoo•nt ln - rON or anoUwtt 01' tor ona roaoon oP 

another 1a otlU tn11"1'01\t 1n tho thougtlto or the Bl'lthb 

Cablnot blat tho l'anlc an4 tllo ftPpOI"toro of tbo Ka tl~ 

Oon,_t 1n tbo llcNoo or o one ODd tho lirithb siubllo 

1n fliiiOPal .,.. lo .. ODd la .. CllopoHCl to a.prcal• b7 
oonMaelon. ADd &&. to ~ ut-t or tho lnopli"'el propa­

ganda •• to the rap14l'7 or BrUhb ........ ont tho DHCl 

tor ec~~~P.--i.M oonoooolona la 110 lOQ8er held -•MJT• 
'l'boratoro, at - polnt tbla 41Yers~n•J ot aUltlldo botwo• 

tho head, the bod7 ODd tho tall .. , oauoo troulllo. 

lA ~. •••Pal oonnoot.lon 1 t la porhepe llMtul to 

1'0'11" tho ante10t=ta ot tbla oaoab pld atta1r. Aa re­

portad 1a ••• 376 ot llarab ao, e P•"'• tho Brltlab 'l'J'O•INIT 

dooldM t.o • 5 oS tbo Caoob aooo t o ln London booauao tlw7 

•414 not propooo to Npoat tholr oapor lonoo onr Auatr1a, 

- 1>'• t o t um o•or ell aooote in or root to tho oo..-

au t hor1t181 

.. 
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-a-
a11t1101'1tlaa aDd the ban to .Ua a plaJ' wi thout t!Maa 

t~ aarda tin' the aaUl-t or obUptlODa to Brut• 

uUonala•. It .o bapp•ed that theM obl1J at1GDa to 

JII'Hhb national• 1nolwted \lllt\&l t llled llrlthb co,_.__, 

oJ'd..,., to o .. ob .mtt1011a r traa tor- sana, s- atHl aDd 

er'IIOf' plata. On thaea, ln aooo'I'CS4U'Ioe with etaa4a'I'CS Ruf'o­

pean amUlODa JII'&Otlaa, OM t h11'CS or the JNJ"obaaa pr'lH 

had bean pal d an tba alent ng or the oontnota. Benoa, 

t~a Bf'l t1ah ~OII&r7 had t..adla te pr-aet laal pr-obl ... 

wh.loh r-a¢1'14 cergatlo a otl- and lt •• aot1Yate4 bJ' 

theaa oonalderetlana aftd not 14-.loatoal or pol1 tlaal oan­

oeph 1n ~ Caaoh aaaata 1n the UIUtacS IC1ftgd•• 

l'lu'tbat'IOOJ'e, •• raga'I'CSa the eolcS o r the Caeoho.J.oftk 

llatl-1 Bank h eld 1n tba Bank or llbgland ln the n- or 

the Bank tor Int el"DD t l onal 8e t tl•('l\h, ulcla rro. the 

legal poaltlan, llhloh aa pointed out 1n deapatoh lfo. ll'l'al 

or ._,. ta, 1113SJ, o"loualr sa•• the 11old '-"'' t7 tl'Ca 

at l&I&J'e, tha llr1tlah OOwern.ent had no daelf't unneoaaearll7 

to ll'l'ltata 0.,_.7 ~ bl"tnglng prea~~&P~ to bear on tbl 

8anlr tw Dlkl'llat.lcmal 'lattl-n ta w f'IC('df'l a cSeehlan 

t'Jooa, ...,, t.ba s wtaa COW"h or the llltal'llaUODal COW't at 

'ftla B.aiPM b. ton 1'eleaa1Jla tha gold • 'l'ba PJ'enAih OO'U~t 

apparentl7 ~ a dltter lllt wlaw and I ~ rellabl7 tar~ 

11n.aaouatl&ll7 '111'8M the Brltlah Ooni'IU!IInt t o take a11oh 

ao,loa. ~~~•, thla fl&rtber llluatl'a t e a the taot that 1n 

J.apoun41q the aaaeta ln the 11nltad !Clnfld- held ln the 

- ot c .. eh banlca, rlraa 01' ln41Y1dlolala, the BJ'lthh '~'~'•••-

111'7 •• aoUwatacS bJ' -uar o r root oonal d er-a t lODa. Dl&t 

woh h tba r-htng tlde or llrltloh publlo opln1on that U 

lntarprated the Tr••Ml1'7' a aon a a ratt.llat.lon .. alnat Oenlall 

agqeulGD 

.. 
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a,;creulon, AI a uaaa ot etteetf.ac ewo'-a•PeNQ'•fO:P.. 

J11tlar•, When the real -tlna ot the '1'1'ea111117 bepa 

to be unoonn1oualJ renaled through the inept annera 

&1•~~"~ 1n the HOil&& ot a-• on llaJ n, aa and a• aD4 

r eported 1n the cSeapatabea retel'l'e4 ~ abon, thm the 

poll t 1oal pot bep&~ to boll, 

The Cabinet bee a oonoerned a bollt the M tter , par­

t1oularlJ alnoe the oontronreJ 4 .. oenda4 upon ttMa rather 

unexpaotedlJo Mr, n, Ao .8\ltler, the ParlhmenhJ07 1!114er­

SeoretarJ tor Poreif')l Affa1ra na ann reoalle4 trc. the 

teague c eetina at a-- and ba4 aCIPie 41tt1olll tJ in pel"­

IIUad1ng S1r John st.an, .mo 1a -rr io1entlr Ulb1t1oua to 

e1ah to ••old llDil&oeee&J07 41tt1clllt1ee, that the aontro­

verar waa o•erwtwb111181T a 1'1'eallll17 -tt•r. SlJ' J ohn 

Slmon made the 4etanaa tor the OOYa~t, and a fti'J 

humbl e aa4 oono111at orT ona it na, Attar axplaln1n& at 

- • le~~gth tha t neltber be - the Pr~ lllnhter had ln· 

hnded 4el1beratel7 to a1alaa4 or 4eoehe tbe UO\lM or 

CCDIODa b)' their prarto~&& atat~ta be •pbaabed the 

epeo1al and non-polltioal obaraoter or tba Dank tor Inter­

national settl•anta at sraat le~~&th aD4 poatponad the 

~barraaalng apaolt 1o t 1n&nolal quaetl ona to a later date. 

Ue alao aa•• an aaMU"aDoe 1n the -~tar or 4e taoto 

recodJdUon or the Ulft8JI&t1on or Bob-'• an4 110rarta, whlob, 

l n view of OIU' - intereat 1n t.hia -tear, 1a quoted belowa 

•tbere la ~ q~&aaUon whleh le _.or 
a P~Jre18J) o rtloa q~&&a tlon per bep a 1 than a 
Tr••&llJ"J' quaatlan and ha a to do W1 Lh the 
appolnt..nt o r a oonelllar repraaentetiYa 1n 
~· Prior to 15 th llarob •• hold 1n Prague 
at OIU' Legation 0111' ll ln1a~er aa d1plOMtlO 
repreaant a t1Ye. J.no• tbm the queat1on baa 
MOeaearil;r a r1.- bow we are to arranse 

NOtter a 

.. 
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matter• 1n view or the annexation or o~echo­
Sl ovak1a to the OarmMA Raioh. The dlplo-
n~tio repr~aontatlve GOUld noL continuo, 
bce~aua~ t he OorNMn Oovsrnmant had r equi r ed 
that attar 26th Nay d1plo-.t1o rapreaon ta-
ti vaa 1n Pre.gua ahould not an joy extra 
territorial r1wnta wh1Gh they bad pravi oualy 
been allowed to anjoy. Aa roga~a the t aga­
t lon, • • al'a withdrawing our lol i n latar, and 
cortain other ~vornmanta, notably the u.s.s.F.. 
and the Ull1tad Stataa, have already wi thdrawn 
their Lega t ions under s1allar not1oa and have 
lof t tor the t1aa be1nt oonaular rapraaenta­
tlvea to look a f ter t heir 1n t erosta. To 
l eave our own dipl 0111llt1G ropr eanntat1 va, 
Lhat ia tho lol1n1at ar, ln Prague a tbor ba had 
ceaaed to have d1plomat1G stntua MAd pr1v1-
legaa woul d be an a baurdJ.tJ. Ho would mor ol y 
be M privata peraon. The Lega t i on waa Gl oaod 
yeatardny1 and, aa _,. right bon . ~riend the 
Price ~inlator l ntormed t he nouee on ~adnaa­
day, the Britiah i nteresto 1n .lOhoal.a ond 
Moravia 61"a now in charge or the Uri t lah 
Vioe-conaul. 

"Then oomaM tho question abou~ the 
proaenoa l n t haL area of the Dri tiah Oonaul . 
Tho Oerman Ooverl'Ullant i n thoi r oo<ll!lllnioa­
tlon, eol ci t hat. Oonu;J.ar roproaentat1 vos in 
bot h prov1nGee would oeaao to be rt~e~oan1zod 
on and a t tar 20th JUne unlaeo, l n the maan­
t lllla , t he oonaul obh.1na the exequatur or 
au thor1 tJ. Zhe Houae , no doubt 1 lmowa the t 
that h t he tol"lll ot doc.-nt WUJ.oh gina the 
coneul hla au thor 1tJ. It ia under tha t tha t 
be 1a entitled to t Mke under hl a •ina Brltioh 
aubJaota that need protaotion or rapreaenta­
Uona to be -d•. 1 t aJ. ao an t1 tlea hl a t o 
aand hla ot t 1o1al bag and to uaa a oiphar and 
to aend i nformation to the CovorrwOI'lt . Aa 
haa already bean referred to, 1n a oaaa like 
Prague a ve r y important =at t ar la tha t 1n 
conne ction with ra~aea. Tho quoa t l on whloh 
baa to be Gonaidorad 1a, wtw~ our aGt1on ahould 
ba 1n t~.a t ai tua t l on . I t would bo no uaa l eav­
ing anJbodJ in Prague unla a a ho haJ conaulU' 
authori t J. Where •• do have oonaula, they en­
joy ott1oial recogniti on, and we wan t thoa to 
r ive all t he oorv!e~ea thoJ can render to uo and 
t o Br1 t iah aubJaota or to r•tua••• or whoever 
they ~•Y ~ . I t 1a not a compliment to any 
Oovernmant t hat tha r o ia granted an axoquatur. 
It 1a not nooaa~ary thn t t hlo point ohould bo 
daGidad i na tantly by tho Sr i t l ah Uover~ont , 
and I now atatfl to t l\l s Hou8fl the~ wo ahall not 
.aka that daGhlon until t ho !louse r eaW!Iea. It 
1• not intended ~o N>ke 1 • duri n ; the raeoas . 

It 

• 
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•rt will be app..,.o1ate4 that t hor o aro 
1n taot oonalderablo Brltlah lntoroota tbet 
wo ben at laaot to bMr 1n -.tM. 1 waa not 
~qoolt nan tbet ~ Pl'illa IGlaletor'• worc1o 
on WO<Snollda7 -• to bo Wl4oratoocl •• ooate.­
platlns o:tq clo juJ"' I'OOOpltlOD d all. Cor­
ta1nl71 • • tar •• 11r1 11\1'-tlon gooa tbat 
1• not What la ln oonte.platlon at all, but no 
doubt 1t 11 tho taot that, lt our conaul got• 
t ho oaoquatul' whlob ho -•t aot b7 Both Jllno, 
1t CIJ.S)lt bo oallod • do taoto roooQJ~ltlon or 
Oer .. n author1t7. That h eaaotly tlho probln, 
and 1 • - ro17 ata.tlna u. I =1Aht remind tho 
Rou10 that thla d1!'tloulll7 baa arbon botoro. 
For 1nataaoo, 1n tho oaao o!' /b7aa1n1a. Tho 
Br1t1ah Conaul tharo troa the YOf'7 earl7 a tagoa 
o!' th e Italian 1nva1loa rooolvod tho Italian 
exequatur loag bo!'oro thoro waa anr ~·t1on 
o!' do Jur• roooaait10D. 'l'ho . ... t hins, I -
l ntol'llod, waa tl'\lo ot Auatrla. 'tborotoro, a a 
tar •• prooe4onh go, I do not thlnlc it 1a 
Yary aurpr1a1na that it haa boon toun4 poaalblo 
to aoouro tho proteo tlon or Drlt1ah lntereata 
1n thou aroaa without ••king t he do Jure ro­
ooan1t1an ot thoao now powera. 

"Ill'. Ale:u.nder a 'l'ht do tao to racocn1t1on 
ot t h o Conaul in AUatria and Abyaalnla tollowod 
•• n lgnt t ollowa day, •• •••nt1 pr oved, but 
1n llanohultuo wo have b eard or no report or arrr 
•er lou• ~a• to Brltlah 1nter aata , nor baa 
tho !lritiah oovernment up to tho pr oaent given 
de taoto reOObn1t1on. 

"Sir J. Slaona Tho actual quoatl on now 
1a •• to our oonaular repreaentatlve a t Pragua. 
The queatlon 1a under oonaldoratlon, and •• are 
1n oonaultation with o ther Oova~enta about tt. 
1 oaa give tha Houae an aaauranoa that no re­
levant aot1oa will be taken about the matter 
.. til tha Bouae roau.ea. 

•'l'bo r16bt bon. llt•bor tor lllllaborougb 
(""• Aloaand_.) haa Juat rotoM'od t o another 
•attar on whloh I have eomo roapona1b111t7• 
It la (ruo tha t ln that oaae tha Br1 t 1•h Oovern­
•on~ and the thon Yoroicn Joorotary .. C\U'oe1 at 
the League of Katlona the odopt 1on or t ho prln­
oiple the t thoro eboule1 not bo acknowledGm&nt 
or rooosn1Uoa o r a conqueot or onnaaatlon 
wh1oh b.a4 taken plaoo in broaob ot tho CoYenant 
or the Jtollosg Pao'. I II -• I • a P"Jrel CJl :looro­
t.ary who propoaoe1 that at Oonova, it waa I who 
aot lt oarr1ed by ~bo Lea~;Uo, 11nd I r ooelve4 
tho thanko ot t.ho AJ:erlca.n covern&Ont tor dolng 
"• ~rofore, r an perteotl7 tanllhr with 
the proooclOilt. I .,.., h-vor. bound t o 0&1 
Ulat I do not th lnlt MJbod7 would •1'1'•• t hat 
tbo ovorlaat ln& axolu olon or Brltleb ooneular 
aoolotanoo 1n an area would bo ln thft ln t oroato 
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of Brlthh trallo, I noUoell tho polnt of tbe 
rl~t hon. n-n-• .t.toh ... \bat aDo -•t 
pem.po draw a c1lotlnetlon botwoon - ~. 
laDatUPO aokoowl~nt or a ol tuatloa Whlob 
tnku a new ahapo, mlob _,. bo u aotlon wtdob 
we J'ilploldhtt 10nd lloplc.ro 1.nd w:.iGh 'b6i1GMaa a 
portion ot a -r• po~ont ot1'\10tlll'o, ~ 
oaeo or Wanohllklao lo Ill'\ lnotanoo 0 tho only ln­
e t anoo 110 rar •• I len-• or tll01oa t a &•narol 
deolalon not t o rooocnloo a ob&ngoll PoYorolgDty 
whlch h ao boon brO\lght about by mama aontJ'U7 
to t ho Co•enant.• 

(ffanoard, ¥ay 26,l~'u , Col o. B7G?-e) 

Raopeotrully youro, 

Por tbo /~baaoador a 

lloroohol v. Johnoon 
Counoolor or •baeoy 

l , Parllamonta~ Debat oo, l anaard or 
••ay 26, 1~110 OollllllnO lfflS:§I ,., 
ln ~lntuplloato, 

c. Artlolo tram tho 
tan or May 'Z'1 
~'o Crlttoloo Transfer or C&ooh 
Ool4 to ~rmany•, 1n ~lntuplloato. 

& flU\ CO•f 

tf Hll t lti• UI 
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q•:..,., <OV{'Iyin& olf.c:ial inlonnatloo to under ohe U1lW conditions applicable to ' •~»• a~tndy ~- in 11>e agriculturu employment. 
S<n-ice Handbook, and in the • 

froiD tUne to time? 

Mt. e~ Browrlt 1 ~~ been a~ktd to 
The supply of anronnallon for 
"ho are ;mxious tt• participate in 
Yrvice but Q.re unurtaJn ln what 
IItt-y can most use(uUy do so is 

in the first instance. for the 
Scrvlcc: Committees cstabllsl1ed 

locality. In London, a Central 
llltfonriMi•Oll :md Rocruiting Bureau bas 

in optr:ttion experimentally (or the 
fiw w~·ks: and National Service 

:..,,,.;,,..., h:we rootntly betn invited to 
\\h~ tb~·r similar bureaux mi~ht 
bt opc11ed in thc:tr re5pCCti ve 

J...A,'"D ARWY VOl Um'URS. 

R. Cl,. uked the ~linister ol 
!S"cul''""' "bc:thtr he can arrange for 

of those who ''"tr<d their 
in tht· ~btional Regdttt for servi« 
bnd anny to be communicated to 

appropriate authority h tach county 
tb:at a Khtme may bfl devised for 

ptN>n" to have the opportunity to 
to obtnin expt.rienu ln assi~ting 
thl;; htuvest under proptr 

co•Klit i•O"' lai~ down by tho Wages 

Sir R. Dorman-Smllh• If my bon. and 
l~ri<'Od will rercr to tlle National 
llandbook. he will oee that women 

im·it<'<l 10 enrol in the \Vomen's 
Amty to undertake {arm work in 

of war. AI stated ln the reply 
am giving to-day to my bon. 

the Mmbera for Tt.mworlh and 
,...-h·<ly. ~ .. ""' 

to provide tnJnu:-.g facilities 
Army volunteut in tinn< of 

\\'!til< the primary objective ol 
lninin.g is an addition to the 

laboor 1upply available in 
there Is no objection to any 
the Women's Lan<l Anny 
farm work in pe:tce time 

ACAICULT1JAE. 
OEJtELtCT I..AND CULTIVATION. 

Mr. W. A. Duolcworth u ked the 
MJni>tu of Agriculture whethu be has 
any statistics showing- thu uxtent to which 
[anners without any sub&kly arc elearing 
semi-derelict acreage for the purpose of 
cultivation; and, lf so, whether he <:an 
give any detailsl 

Sir A. Dorman·Sntlth• I r<gTet that tho 
informatioo is not ;,.vailllble. 

SJI&EP, 0A1S A!ID 8ARU!Y (STATISTICS). 

Mr. Lambert wed the Minister o f 
Agrirulture what wu the number of sho<p 
and a.nage of oots and barley in the 
Uniled Kingdom for <Uh of the last five 
years? 

Sir A. Donna...Sntkh• The follo,.;ng 
stat<meot gives the number of sheep and 
the acreages of oots and barley on the 
United Kingdom u ,.turned by tho 
o«upiers of agricultural holdinga in june 
in eacb of the last five yeara. 

YNr. Sheep. O.•• Jjarley. 

1934 
1\)J$ 
1936 
•93, .. , 

N~unbc!t. Acre.. ....... 
... ···~3·''8 ~ . .. 1}8,)0t Q,S\),alh. 
... ~,. t.7 19 ~.,518,UI 1171,27:1 
... ~$.O<f0, 1 77 '·' · ~·69"~ 89).1)99 ... -:.s.J40,QOS '2,19 ,8.)0 906'1'• ... d,?7j,<f'll .,,,QJ,016 987. n 

BRITISH ARMY ~RECRUITS, 
VACCINAT ON). 

Mr. C...,ves wed ohe Socretazy of State 
for War wbethrr the paragnphs of the 
Regulatioos for the Army Medal s.M<e 
regard.ine the vaccinat~n of ~IS afttr 
roaching tho .depot Wlll ho alttr<d to .-t 
lh< case of cons<ripto, who cannot be 
compelled to be vaccinated l 

Mr. H~Btlis.ha: Any ntcaAJy altera· 
tion of regulations will be made. 

B 

• 

/ 

• 
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HOUSE OF C0)[\IONS C14do~low .. io 

f/.EC IIO>WVAKIA. 
\l1ottn11 n'l.ldt". 1nd Qt~tion proposed. 
'nut tht.t- II()U)f< do IKIW adjourn:·­

( llf'I•IJf JIMfRtSSOJ, ) 

JI .]J ;l,lfl, 

Mr. A. V. Alexander: On Wednt:sday 
,lf th"' v.,'t·k my ri~ht l1on, Friend the 
tl•Jt..llr of 1h~1 Opp()~lllon ,::avo notice that 
bt• .,muld to-dily r.ai-,c the luestion of the 
J>O"-•al•k cc,n~idu'iltion by lis Majesty's 
Gm I Hlltlt m ol lbc rn:ognitioo or the 
,. \t-lln~> 'lttuhon tince the :aggression of 
{.;uttuuy m Cztcho-Sio\'ilki2. I would 
rrmtnrl tbr 11011~ tbJt on \\"tdMSday 
l.hfo Pnnlil' lhni.,t.-r WJ'i :uktd by~ hon. 
~fnnh" f ~ 1\.,...ood (Wr. Sandys) to 
gw~ .m U.Ur.liW<r l~t no ~tion 
"\lolJoUid bt ~1\"t'ft IO thlt anno: .. uoa. of 
Cuth<>!-lo• .. tb h:l• Germany trithoat this u..._.., btin~ ,.,., «tetiUhcd, and lh• 
Prin){'i N'ini.,u-r rtplitd d1Jt he coald gi\'e 
no such as...;,.unnrt Ob,iously. that 
ans\\rr rau~'\.1 "r:l' ~t~t concern to 
hon. A!~1brrs on tlu .. ~idt, and "'!.>' right 
hon. hu·nd !I~Nl \\h«-thtr the Govern· 
mrnt \~• uo <"~l~h mpbting such action, 
Tho !;nuw Mm14h·r lhtn rt-plied, rntJtr:r 
cryplu-.ally, thai lhl' mtHter was being 
eon.sid,tttd. \VI1rn ht" wai rurtht-r prC$51..>d, 
l1c ~:ud lluu thr Hou~ would h:wc its 
Q\\ t1 \\,1y or t'Xpi\."SJ.ing its tapprovaJ, and 

I bot>" that boo. Mcmbm ,.. 
oo thl$ side. but in .U Plrlll ~I the 
will led that it would abo b>,,. ib 
ny ol expreosins its di.aJlllfO\'>l 1 
ean do so dthcr by lonnaJ -
there is an acttUI R<sotut;., bob.""' 
HOU!e, or by all<~int it. 1,..,...,. ,.t 
expressed on oucll an O<niion as 
when we ra,iso the matttr in q~ a.., 
the Govm>ment. I hope that M,t.,: 
th~ H~use. whatever tht-ir J):tr1y 111ay br 
will gJ\'e tl1e Government tG-day 1 cb 
indication of their view (If thl! IIU!ttt 
~vhir;h is causing us II(] muC'h anxiety. It 
LS ncccs.~tuy before we go 1my funhe.~a 
remind ourselves or the vlt"ws which •• 
expressed by leading Mcmbt11 ol 11o 
Majesty's Government as 1100n u 6t 
latest aggression in March a8aintt C&tct. 
Slo\'akia by Germany hod takm plio. 
I think I might quote fU'It the .,._ 
made by the Socrttary ol Sr.tr 1w 
J;'n:reign Affairs. On 20th Marcla ht 11if 

" We ha'"' protated .,.._ u. ca.. 
e&med io ~Ia by en..~ 
ta.ry aotioa ud han add 11M1 • • fa 
t.bole du.~ an dol' old of &I'J ._ 1 
ltplity.'' 

That was a vtry authoritath-e ud tis 
stuement by the Socrtt1ry ol Slut &r 
Forego Allain. In a subooquetn­
in his statement on that c:Lty, be U: 

" We are oon(rotlt4!d .,·hh tll.e 
MIJ)plftlloon of an IDde)ltDCkn1 
~laic by rorce and by tl~o~· \ l<•bdcm 
mu!lt ttsa.rd :.• che elcomeflhuy ru)tt 
n;11. tioMI conduc:t ." 

That, again, was a most pt)\\'trful stait 
ment o{ what I think wu 1he pcq!!f 
view for Hl.s Majesty's Govml!ltCit I 
take of the !Utuation. Wh~u cot~ta• 
now is something which was sumad 
in a shert subsequent phrase in tho 
statement by the Seeret•ry ol $011. I 
rf:member as I was listeninc 10 lilt • II 
time that he laid: 

·• £wry coutty wbkh ill ~ 
Dti&bbolai it now a!XfltUI ol 1M _.. 

I submit that to-day, in ,;.wol 
ol th,$ Prime lolinistet to 5ltiily tho 
on this point on Wednttday Wt. 
one of those countries will be IIIII' • 
certain ol the morrow. TC><Ily """'.,. 
be an occasion when we can £d 1 * 
ment-tt least I hope wo ca,;;..trcoo 
Government that no such artiOtl 
ol us le-'< m•y toke pl•ce will. In 
put into operntion. I should Ilk• 
port what I have quoted rrom 
tary of State lor Foreign Affall1 
enc:es to the statements oe the 

Ho'*"' A.ut~l ~ MA V 19.)9 Cu<~'- ' 1'6 
;~d tumself. We •tre all dis- the ~ }!linisler bad made a &tatnntnl 

ted •itb the tenor of hls it&t&- at Birminsbam which ..... ol vory ueat 
;a~ in the House on J,Sth March w~ile importance in its upm:sioo of view with :"actual opcrarioos were "dl f.~"!' regard to the actioo of G<nnony in iUpo 
10 
(~lonkia. It is pan y hit atu· pressing Cucho-Siovak;., but that he had 

tud< tlut dAy ~h~eh make UJ lear what not answered the qll<itiool which he had 
hii acuons WJY be. 1 rtaU that he pul in that statement. Since that date 
~: the Prime M.inisttr and his colleagut"J in 

•• It 6 u 1-uraJ that 1 abCHUd bltW:IIy rq:ret the Cabinet, without giving a vubl.l 
.,Jut~' now oc~tuu<!d, bwt do aot Jci1 UJ .. on answer to the questions , hnvc un· 
c.b.lt .~~ccoun t l.llll ddi«Lftd from our c:ou••· doubtedly by their arrangement• with 
\\'Mt Mune of u.!l ft::tr It that, as hu Poland, Grooce. Rumania and 1'urkey, 
I~J)pt~ted on many OCCMionl in the con· and their ntgoti;•Lions with tho U.S.S.R .• 
duct of fo reign nffairs aluco tho Prime given wbat seems to ben JH''.tcticnlnnliwor 
\linistc.r took executive power in that to the problem of having reasonable t .'lfO· 
department of t11c GO\'t.rnmcnt'a activities guards (or tlle futuro. Now nrter the 
ill this flousc. he may ragain wobble from statement of the Prlrne Mini1Hcr on 
wbat is. the proper coul"'IC- for chis country Wedntsday we arc once more disturbed 
10 take. After great prwqre from people lest those very actiom wbic.h hav~ been 
of .l1J p;uties in this country tho Pri~T~e laken partially in answer to the qudo­
).liniitn t"''O days later made a spe«h at tions whM:b the Prime ~linisttt postulated 
Birming.bam. Then he nude OM or two will, in fac.t, detrxt from th01e JJIQSUrtS 
,.."""'"" which, I think, will stroncJy and less<n the desrte o1 seeurity that we 
mnfortt our coottotion this morning that all want to see. 
tbmshouldbtnoconsidcntion e'Vflt given TbertJore. • --e submit to-day that not 
ao :hr qurstion of t.bt f'f'COgnition of the only shook! the Go\'Cmment not give 
sta:e of affairs in Cuc:bo·Sfovakia. The actual ~tioo to the annuation o f 
Primr lfinister made UJe of ltaicments of Czecho·Siova.kb. but ought not even to 
lhis thar'atter at Birming.ham on 17th cons.ider it. Jl is not DOCHSary for us 
.March. He txJM'tSSfd indignation that to set out at Jeogth tbe tragic story or 

bad bttn w;mtonly 'hattertd. He Cucho-Slovalcja., Tho bare fact il that 
thlt Hitler had tak~n the law into his the German Go"emment, having tricked 

0\\11 ha.ndJ;., Surtly that l.a not a bas.it for the Cz.cchs into surrcndt'"rlng one of the 
considering recofinltion now. Then he strongest strate~ic positions In r~urope. 
:t.Skt'd these qutostion!l which are extremely subscqu~tly wtthout a !'ilmdow or rfght 
important : annexed the whole country nnd brought 
"b HtiJ tbe ln.llt " llnc:k upon a 1ma1l Stato, lo an end, to '};uQtc tho wotdt~ of one ol 

o:r is 11 to be foUO"<!d by otiH!n, h tb~. tl · 'I · 1 • I' · 1 "tt 's.tcncc lu f.Kt. a 11 tep in t.he dit«tlon or an tl.it~n\pt IS " 3Jes y s ams ers, ttl CXI 
to do.mln.J te tl~ world by rorc:e1 'rhtt~e are of a sovereign State." This was done 
8Jll''e .and &trlou1 IJ;UitttW>nt. I Am not solng d~pite the agreement wMch h11d been 
t~ .ml!'rnpt to answer them tooniJht.'' come to between Herr Hitler and the 

ROYAL ASSENT. 
J/as.,e to •lte•d ,..,_ 1Atd1 

siown: 

Prime Minister hbn~U at Munich. h 
was also done in defiance or lht gua.nan· 
cees given by !lis Majesty's Govem~t 

T~ Ho.se Will; ••d. A.vi•l rf>o 
buod;-

Co''"""- to the CUcb Govemrnmt, on the laJth 
ol wiUc:b the C..Ch GoV<rnment made 
thOr suaeodtr in the intHt:ltl of 
Eumpean peacr. The Britblt Go•'<f11· 
ment rmdt, in fac:t. no dfcwt to rc:odeun 
its pledges "Aith ~gard to thole Auaran· 
tees, and many people t~y rof!Vd the 

.llr. s ..... KER ></KJrlU IM Royol Aue•t 

CZECHO·SLOVAKI/1 . 
again pi'OJ)C)5C(l, •• Th3l this 

do now ndjmrnt." 

a.m. 
Aluander1 When tha Debate WRI 

lnte''"'I>Ied I had ju<t been 10ying that 

Co,remment as being in the positiOn of • 
defaulting guarantor. 

ThcrtJore, in my view it i& unthinklble 
that t)'~ should DOW propo!le tO TOOOKflliiCI 
the achon of Germany. I would .go 
further and say th;~.t ev~n lrom the pomt 
of view of his own sclf·re"pec-t I lll1QUid 
have thought the Prime M.iniattr woukl 
not even have considered it. Out, afler 

B t 

.. 

Regraded Unclassified



77•7 A4,_,..,..r-
I!OiiSE OF CO!oOIONS c..,-.,.,. 

'7•1 
company oi the law-breoJt<n in C.. ...,. 
tbot by his mum he may appoa,. tlaoio 
in their a~ns. It is curious lh.t;, >I 
the ddCU- lod ..... .,. ... •boot ... 
U.S.S.R. the Pri- Minlottt .... 
>J>Jl"r<ntly, not b«n pt'tpartd to r,. 
single friendly word pass h11 lipo in m.• 
tion to that touutry, but nevtrtbelesJ lit 
sends his Amba.11:1dor to the victory IDlrth 
of Genernl Fro nco 10 worch the IJ01>de ol 
Italian troops. who are allll In Splio il 
violation of the pledges which we-no gifta 
to him djrcctly by lhc Jtallau GO\'tn:l. 
ment. The right hon. Gentleman ., 
seems to hanker nrtcr rccognhion of the 
C7.CX-ho-51ovrtk i!ln conquest. Is it llOI 
plain to Membe,. o l the House tlut m 
back&lidings from lhe proposals to """" 
to coiJective a«urity must dCJK"l"IJ tltt 
friends ol peoce abroodl At bm ~~~<y., 
examples ol tho ha\'cring and chtlltrq 
wiUc.h ha\-e in the opinion of a Mem~ci 
!he Co•'mltntnt, ch.anctcri>Cd Com. 
mmt policy in anothtr matta-. 

()lr Alrund•<·l 
aJJ .,...,. ts ~~blllg at .,Qke fill ~ 
&mplWt.l.nl C\dt th.J.ft tN w.1f-rtS~l ~f 
tM ......... !WJ.IU1otf'r. Sud~ tta!pl~· 1 

*' •m toi ~ Jl\tn, • ould be, .'". our 
, ttJI ,..,\' f(lfltrat\' to tht pnnc•ples 
of dill' l.n.rut' of ~-•hun• 

Ou 11110,fry (l(r.l\ior~ m tht pa.:.t few 
)"'OUi thu~· prmciplt'~ h:t\'(' been 
111•w lu111 rl by thi" (,o\·• rumL·nt, but we 
111,1 h .. r un to t.u1" th;lt they h:.d really 
1o 1111 1 thdr 1. , .nu Wt• thought that 
,,,, lfoiJ' I( ,u !1\UIIht nnt"nt or Czecho-
5lu\.ll.l., 11ntl thr rutllh•"' :.f'1uisition of 
Alt11ni, hv tlw Nl111 11irt:~tor lad :at b .t 
put .\ lotp (I) .t 11(•JkV of SO·C3Jied 
IIJ'fl4'a 11M Ill I'\ r •tfliJ'hnty in ilk'ga.lity 
.,,., \l• !quf, 111kl that lhL-rt wa.s to be 
a '' i m '" th,. ,,nn< ir~"\ UJX'Il whKh 
ak r n thur> hr ri,il"o;rd intercourse 
lort•an I~IMIOol. 

Tho- f .. ..nn.u,...... ! a J>1 « front •hicb 
.., urd n.l ~'At'" h."f''''· """ undn9and. 
k a!mr 1 c~ tn.l l'llrt'ly implifs :a rt­

ltlt r thr ,,w .. rt .. t•f tht ndt of b'" 
1 qd f lbr r•' n N ~N.Jthy. No 
do l1ht horJ \(, mb t· 1 \( n·4«1 tht- "'ptt'Ch 
n dr I') th,. .._,rrt .. l'\ ••f ~t.lh: for Foreign 
.A· A fi Oil ct.. r ... lt!. tl ••f tM Ln~uc: fJf 

to.. 11 r at c,, t!f'\ • durin~: th(' past fev. 
d1\ lt•l. -"' k\\ ""''1\ fmm it: 

I ask the Chancellor o l tbe t:Jrd.oq.s 
when he ftPiies to this Dd»att to coasidr:r 
also the actual !<sal pooitioo. I "'" 
tried to put before tho House wlut I ltd 
is the nsht politicAl position .. hich .. 
ought to Wopt in this matter, but thm 
is also the legal position. I "- 6 
possibly pretend to be lu any scrue u 
authorfty upon legal matters in in1u· 
na tionnl afrain. but there lltc OJ)Cil to lli 
authorities ot whic.h we enn look I rom llr.rw 
to time for our personal views, :and quott 
if nC'Ccssary. It i.s plain from m 
c\•idenee as is avoUablc to uJ that d II 
f•cto recognition takes pia«. the Britbh 
couns thernftcr will ha\·e 10 gh>t rr­
cognjt.ion to the validit)' of t.ht aebOD fl 
the Cenn&n authorittes in c.dJo. 
SIO\'Okill. For no otber ....- llwl dwl 
this House oughr illUil(<jJardy to pmult 
the eo,·emmtnt to ~(use to coa:sider il 
f•cl<> rc<osnition. The ocher point I ...W 
bring to tho notioe of the Pri1110 lUtilor 
is thai tbere has grown up in rh< bJt lor 
\'ears in international law a cltar tt­

Cognition ol a principle 10 be oi:J<~ • 
these mauen, whieh is lh.:t.t in this "" 
called noo·recognition. thtre roust ~ 1 

definite act taken by way of r""""' 
not to rec.ognise. This is of fund~ 
importance in the po!lt·W• r legal pooliol 
of intcmationBI rclntionshil» · Th~ stJtl' 
ment which wa.s made by Mr. Simpllll 
over the invuion of Manehuri~ by~~~ 
was one o( the prtetd~IS wtut h"" 

., .. ·44~•_,..,_ 16 MAY 1939 C&.c:~N. 2710 

,joobr bt lollo•·od by ocher oalloos in anaJo&y lrom rules of nadonal law COO· 
.,.. ·qa<>rions " hofe ~ has coming preocription I could quote 
uktO pb«. many other aulhorities, bur 1 hope 1 

have made a sufficitntly .-1 ...., 10 
Tht df«t of tho principle wiU be tbol oblain independent and symparhotic ...... 

m."ticl::» trho <~rr \ian:uorilf.!l . to ~ port !rom au p.t..tt.io in lb~ House fn 
CO\-m~-Rt of th~C lngue, or sagnatones tesped of the question which should be 
10 tbe P:lct of Paris with the prindple$ put to the Government in this matter. 
tbt:ct b.id do\\O, must refta.in from giving 
It /~Jclb or d~ jure recognition. J a.ha.ll 
bt sLld il the Chonccllor of !he 
Excb«j!Jtr will be good cnou~h to look it 
up, l.k'I.:JU~l· I think he will find there is 
G.OOC11er prtcedrnl in this nuHtcr to be 
found in the Trta.ty which wu concluded 
in t9JJ by the l.,ttn·Amcrican Slat .. and 
to • hich, by the way, both Italy ond the 
L'oittd StattS of Amcric:1 adhtnd. The 
Truty st>ttd thai 1/10 high oontracting 
puties ,_niS<d no rmitorial &ITO.fl8e­
"""" !hat •ere not obtained through 
pari6c _,., nor lbe validity ot any 
~- or acquisition or territory 
~t aboat by annod lot«. The 
Con·rn:mmt W"OUkl be •'tU advised to re-­
~ tho positio? from char point of 
ntW", and to m:a.Jce 11 plain to the House 
ol Commons tbJtt they will not consider 
U f.utQ rrtogn.ilion, The Prime Mtnister 
might uguto in dd cnce of recognition that 
lbt Co\ c-nant or the League ca..n.not be 
~ld lo mean that no change in the exist· 
mg s«atus of the members of the League 
can t\'tr be mndc nnd th3C on grounds 
of pr.!tlical politiC$ it might be neces.11..uy 
to rtcO#,'llise chnngtt made by armed 
1
-· It moy be •drnillod that in the 
(Oa~ f • • • 

n ttmr mlr ma hona.J Jaw may bave 
10 .de\-.;1~ a rule eorreapondi11.g to pre­
:b~Kirt. m on:ftr to vaHdatc a posit;on 
"'P. mly h:a\-e been V.'f"Ong a.t its m. 
>«!:'~ 1but "hi<h has b«n de fod<J' 

-~cu nr a 1on1 time. 

.~• tA.t ""'!« I have botn lookiog vp 
1Dd 

1

1 "'trtfw;tnh~. wt-re av.tllable to me. 
1"riod "":: 10 '"'ltonal S)'$1tmo o l bw that 
1~ to~.;. ptHcripdon are I•J for from 
d!: • )ttars llvhtn tha-e hu b«n no 
pc~~-~ d.i'pore conctJ"nins right!~ of 
SJo,'ill/m In the case of Ctecho­
nf de l:t. lh~1 tragic victim of the failure 
in 0 fflt'J(~Cie\ to honour their bond, left 
bv tl(f':t-

1101Y n.nd finally dh;;membcred 
~itni~t;1•1<t.ator, in spite of the Prime 
bound:t .' P!od.ges to gunrantec its 
the fl ;;es. 11 I! only two months since 
fo.nb n 1ft of brutal llAATeMion was per· 
no tM .• 1 thert.fort~ submit that there ll 

'lnf"nv;Jblt ca~ lor recognition by 

tn the court.e of my rt:ma.rks I have 
referred to other matters which have bc.oe.u 
present in the minds of aomc hou. 
Members, particularly the Jlrocoduro 
which has taken p1nce with rtspeet to the 
Bank {or lntcrnationot SeHic.ments, 1 
hope later on in the Deb:uo that my right 
hoo. Friend the Member lor East 
Edinburgh (Mr. Pethiek-Lawrence) wiU 
say a word or two on this question. ln 
conclusion, I would say that if the British 
Co\'etnmalt "·ere to grant ftC08nh;on to 
Germany over the a.nnuation of Cz.echo.. 
Slova.ki3. at this time. such an aetion 
""'Ould be inc:onsisttnt with the Co''tnant 
of !he !.<ague just at the time when tho 
sp«cb ol tho Secretary ol S~re at lhe 
l.ngue Council Ibis -k has givm us 
hope that we were more inclined to a 
sane "iew in these m:auers. SecondJy, it 
would be impossible lor AUGh on action to 
ba rtconciled with the prcvloiJ.!I dt'Cisioos 
o l the Council and of tho ASSCJmbly. 
Thirdly. it is contrary to 1ntcmatlonallaw 
;~.s accepted by the American Stntcs; and, 
fourthly, it lS impossible co juitily on 
grounds of prescription. Such action wilJ 
strike a very heavy blow indec.trd at the 
hopes we ha\'e of beginning: to rebuild a 
proper recognition of intco.mat.ionAI llw. 
Jt is not justified by the actions of the 
Co•·emmenr in the past. Th.ey llill have 
not recogniS<d Manc:hukuo; we 11iU bopo 
they will not rocot;nise Albania as a con· 
quest of llaly; and I bes thiJ House lo 
make it de:ilr ro the Go\'mlmmt to-<b.y 
thor ir is strongly ol opinion. in all pans 
ol this Assembly. thai the Co•-.mment 
0\lght not t\"C"D tO oonsicltt recosnitiOD of 
this brutal aggression at this f>tlge. 

12.6 p.m. 
Sir Ardlibald Sinclaln There is no 

doubt that the right bon, Gentleman tJ1o 
Member lor Hillsborough (Mr. A. V. 
AJexander) has constnJch:d a mwive 
case In opposition 10 the propos.':l.l for 
the recognition of the Ccnnan Aune:x.a· 
Lion of Cze<:bo-.SJovaJda. I do not intend 
to follow him into the main llS))C!Ctl or 
that ~. though I wu rbe fit~ to rai.te 

• 
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' " 
' \ '""b•r ·h n t•ridot\' of an m\ prt"' 0 

- --
t tt L I La)· I ••,h to ~fint ro~-

l 1111 & u t hi.bl)' of tuc; 
"lin Ja.&lht"lll~t tu l.l:t:.P,:.:;lk. ""ith 
•PI" tmr •1 4•t :.r. ~I ','h;at \\t' ,Jt• .uld h;n.: 
11 un 11 Itt. 1 

1111 lf hucn thr Ger-
1 'PI''~ I t ln ',c ... t li-l,lhn I he other 

( "\1111R14 11 II' · . of 
I t!l ' ~'' •I tilt tJU'"tl••ll h , ' 
"'I" '' 1111 1 l 1 , h hlLtn..-•~ '" 

l~tl d It• ,.II d 
c 'r t ""' h I ,uHil'f'-..t:lfl , my 
1' I u, '"

11 . 1 11;, \I•UIIkr f1•r C:lr­
•• hi I!PIIOI l ll•lfl4 t \11 1 11>\'d ( of'"Hl"O:t') il> 
I tf\•d '1 1 I I . ) - 1' 

II•' In I t! 11 II i " nh. ·'"' \\' \\.!i 

II It t I" I •I .II •tm·~tlllll , 
It , I • 111, th It to .1JIJ•I) fur th.b. 

f til t,.rrnlll t;O\trnmtntm 
;~·,,1 n •I nd tt• t•• r• • ·n "'" ,/, j.h to Gt.-r· 

11 In t 1 1 ..,t .,.1f,.u, \\uulJ ~ 
UlC 111 "1lh lht· nwn 

I ) • . ..,..t's 
1.! , 1 II \la)'l h j (,,1\\mn ... !' 

1 • ..a ) 01 at k t~r. ttw- pnnnp_k-
\ 1,, 1 , , b:s\c nuct. llk" nu.m 

t tbt I 1-.iie\ • IU~l· 
..l.l:WI (lo .li:1:fl .... "'tOll~ 

~ ""' ld JIX" on ;a \d)' 
I• l .l \\1)" Pt"Cos.lf)' 

1 I" .. 1 Jt .. , , r\ ~ol.ano;•f••u.,. t.1lh.·r· 
1'1'1 "'- t 411 'o\o" -.c I ~>lll..,. JH., ;ttrO::.,•• lht 

11tl .. t t111 1\\u ch• ttlt•r-:- in Glrmany 1
caolltu\ .. t·!l \\lltll \\o' J;hc· ,:::uar<mt~ 

to , "111t11• m J..a..,h 111 Europe hke 
l'"l•u t l~unuui.a ;tnt I. Gruf\'. II i~ n 
\'ttr d.U,I\• h•n~ cnhrrn,..:, <'nd ml(> wlurh 
\It ,h 111 !U!I ht• .th!C' IO hrin,; tO :mCCCS..'i 
" 1thc1111 1 Itt me ndnu;; n:ttion:tl t"ffon 
h• h ct ho t•h, ,mol \\illlmH ..... 'Curing the 
J, •\" II Ill I I olflh•ltlll .. urpun of a \ "'t.rj' 
J.,r , wunt .... t ,,f fn. n•l-. :.bw.ld. Any· 
lima("'" t. \\1- clt<.lrn~ h(·Nt.~n lli anJ 
~u r h ..-p. 1 m • uro J~t· l n I in oth"r con· 
tU'trflt c I lht •otJ.l mu.;.t irk\ itlbh 
tltmnt.M (fcJlh ~ ch1nr" nf OW. 
<~u• n"U m t rpn~ I n n1urr- to 
.._., Chll the- ~nctg,.lr of thr frt1Kh 
'··'\lrMlt'hl L."' tbii rr•'l"-..11 vf tlk 
.li1W11n111Ynl 't :a f• n-.gl m l"ntrof' mu~ 
t-t· dt tr tr. m th. 1n~'"n •hich wal> 
,..,, t n tc1 lhr l' 1 .. tinn f'f thr hon. \I em. 
ht r fc1r ' '''"'•"•' ' \lr "-:t ut~ ... ) thi .. monr 
uu:. It \\ ·'" ttlllh' £1t·ar from that 
a n ... nn lh:U lht Fn•nth Cn\·rrnmmt ba\·e 
~ (:\r rrft .1i11•'1.1 from app•uintint: a cansul 
in ~ft,,·ltld,,, .\hhou~:h th~.:y ''cre 
:IJ1proarltnl h,\' fli ~t .\1ajr .. t)"s Go\'ern· 
nu•r11. and \\l' fl' infnrmfd h\' l l is 
M:.jf'lf\''~ GO\'t'UUill'tlt or wh:\1 thtv in· 
trmlt"t:f lo c-1~. thl'\' haw nf'ithu appOinted 
n con.,ul lhrm~l\'~ nor l'~J.)r~ any 
appru\·;Jl Clr lh(' 1.1ction o( Hcs MaJesty's 

Go\·emmt'nt in appointut~ 
comul at Brataslava. 

Pcnom.lly. as I Aid la>t l'ricby 1 Q. 
like tbe icka or thiJ :lppointmc:a~ of l 
British consul at Uratiila\-a, but 1 Qll 
undcn.tand th01 t a a.&e a n be n.t.ck out 
for ahe appuinuncnt of a consul lht•t« 
because there you nrc r~ogm ... iu~. ~ 
some foreign Govt.•rmne:ut , but thli 11n. 
Slov;ak Go\'c.nuncrH, which i .. an iocJt. 
pt>ndcnt :md imligenou~ G0\4'fllmtnt 
t:or my own pan I n:g.ml it il~ J. J~UJ)JICI 
Go\'errnnctU in the hand~ of tho Gtrnulb 
but I realise llu\1 it l.s po~iblc to ta.kt ~ 
different \' icw. II 1", however, qnltt im. 
~.;iblc to t:-lkC It diffrrent view of tht 
nppointmenl of n consul In Pnagu~. 1~ 
that case you h.avc to apply . for ycc: 
exequatur to tht Covemmcm m EkrtiD. 
.-and that woukl n~uily in\'ohe l't«<t­
nit.ion of the: German ann-eurq. Tha 
""'U1cl undoubttcUy how~ a \'HY serioti 
affect on opimon in France-. and I brlint 
1t 't'""Ollld ba\'t a \'ery serioos cfltct • 
opiniod in the United Stat~ of Amtrica. 
1 bope we shall ha \'t, in ann tr 10 dlt 
spe<oeh of lhc rillhl hon. Ctntlmwt iJx 
Member for HillSborough, a d«lm• 
from the Government that they appm't' 
o£ the: Stimson dextrine of non·rrcopitioa. 
o( the {ruit5 of forc<'fUI1tggTC$Sion. I 
we could have thllt deda.mtion. 
could be more likely to strengthn<~ 
undenilanding bcl\\'Ctl,l ounoeh·~ and !ht 
United States o f Amcrtea than the tnlkll~g 
of such :t dccl:.rntion by IIi~ MnjtRy's 
Go\'cmment. Moroovcr. the Czeth lqion· 
aries have a very strong influence CD 
public opinion, in the. United ~tts ol 
America and m Russaa, and thtS .~ 
templatcd action in regard to r~ 
of the: German annexation in Cadoo 
Slo\-a.kia would 1wins t.h~ \\~ ol ~ 
inftu<n<e of 1he Cud\ lt8""'>n<S ~ 
us in lhe Uniltd Sial .. of Aroma.. • 
Russia , aod, indttd.ln all 51••-

Mortcw<:r, \\hal would lhf ~ 
think of ill In the 1~. " !""":":.: 
ba\'e had a pat manr. mtt r.'lt"a-s 
Genna.ns, (rom Glll41t:lltr.f em tbt ~ 
ba.nd to n:fugecs on the othtr • .and~~ 
many people in between those cb: 
and apart fro"! the rxtrt:'mt'fi on ~~.~ 
!:ide-the Gll141ttl~rs and the wfug~ <e 
take. o f course, the cxtrt '!'e ~rtnJII\' 
either side-modemtc pt'Oph• Ill G io ~ 
living there now,__ 11'1Bny of t~l~'ITI hlrt 
portan\ and rt-.ponsible JlO<'r''f" ~ 
said to me, '' \Vc nrc doubt u . 61 
you. the democrncirs. are ~u.OO.tn.l 
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• .aJ pru~ •a•J. 11 l tK' ~odd \Vt koow t:ons w. \out thi.: hl>c~ly for applym,g 
~-·" nnnnp&.~ \\t" \:lilnd for, ahhough for any exequahiT, and IIK·rrlon~ \\ith· 
•~ao~l ~-~ olft' ..botktd .u 1be infringe- oot lhe .Mctssi1y for accontans any =- CIC lhtN princ1plt'S "hm Htrr de /•do ru:ognition. 1 an quite 
IIJIIrr '"'~ and annt'xe<l Ct.ee:OO.. understand that points of th;at kmd rn;ty 
,,.,. b:t t•u• until thtn \\r frh confident require more considt:ration. Wh.at 1 tun 
c-f ~ l-'"'l(' lllc~ for \\IHch we Sla~. pressing for is an auswcr to thi~ point. 
tM a1c , 1"l rully "t:\rulmK .rnr a~~y pnn- \Viii the Clw~Jlor assure UJi I hat tho 

lt of rt i-.1.tnC't' to .t,::gr~•on? ~ta!'y ultimate decision will bt.~ one whkh .,., ill 
CfJ'Itb .. 11111J t rah• nu-11 h.t\'t.~ />le.1dc-d wtth in no case invoh·c rccoanition of the '' \-.. ' I ' I I C • mt ,,, ur.,c: "'UC'h hll '-' Ill uc>nce '" ennan anne.'\:ation of C'u'(ho-Siovakia? 
1,.. ,..,. .... ''' -tH·flgthtn tlw Govt·rnmem The the quefition of c:onsuh~11ion whh 
.t~Jin-t Ml\' wn•luu:uion (lf thl~ annexa.· p r t 

1 
be . 

1 
f 

1 ''·"'· Mt•l ·In m.lkt• h riC'nr that we .do a...· mmen \tts ~n l'a1"'-'t • I u ly 
~ • 1 r recognise Lhat the constilulionnl f~iehl -
.. tJJ.S ••II tlw prim 11• l', ~~~~ 0 • pr~tccung tion is that lht• Govcmmcnt hnvt' n 
P.riu··h u1t• r\ .. t.., lht· Untl'ih 1-.rnp!re a nd J>erfect right to tL'Cognisc the fiiUWMltion 
l!ntt·1• pu ..... -.. .. ,t111"• bu~ ?r P~Oit.~tmg the or Czccho-Siov3ki;t without con~ulting 
1HJofld ln•lmlm.: the Bnush l:.mptre, from Parliament. anti "'c ~ltoukl haw no 
dk chn.tt c•f aJ:.J.:ll'"iOII 

ground for complaint. Hut J>OhtK'ally th=tt 
1 •n~.1lJ Uk.t· to ;,~ Jc tlw Ch:mrellor of that is not true. J>oJitically 1t "'ould be 

1!1£ h ht"tll• r "hat inttrbb in SIO\-ak:ia, an act of che higbbt and Rr.West si_gni6· 
:tD t!k- fir 1 pi <,· \H' :1~ protccling by QJ1C:e if the Gon:ntmtnt did that. 
Oc- .. ppovt~nl of thi ... tOn)ul at Rrnti· Politic:aUy the Go\·ernm<"nt h;t\'c no rig:ht 
.. 4\a .. btl •l:tr.tt au· tht' ifllnbb tOOt we to commit thb country to condO«t.lhon 
.... iotdd b: ndt~tin.: by appointa.ng a con- of a crime withOt.Jt cochtlll.ahon \\ith the 
~a1 m Pr-.a • : ~o doubt ~ t ha\-e acf'r't:tin representati\-o. of thcJM!OJ>k:. Ttk· Prime 
UDOWlt ('of trad,• -.t1ll "ith th()'it countriM, ~lini$tcr, lor e.x.tml c, recogm..c'd the 
aod th"ffl con .. ul .. would Jk-rfonn a use. political aspect of a !l.imil;u· qu~tion whe-n 
ful funrh •n: :lUll tlkn- are, of course, in the Hou...c of Comrnons tn NO\'~o:rnb('r 
thf' inlt."tl· .. t~ hf Ute rcfUJ:C'C.'$ lo be con· J~t be referred to the tenns of the gu..tr.Ut· 

~ sidtr\d. I u 11 C.IUitc undt'f'!\tand. :met I tee of the frontitrs of Cl.ec.ho·S1ovakla. 
' am '"'-'' dtn}ll*{: for ;~ moment, th.;at there He ended a p.a.s..-.ab"' of hilli "'Ptt'fh by 

art ..,Ud1 int.._n ... ts, Munc of which would saying; 
be nry importout ir\l('l't.1it:s: hut I would 
:a•J.. tht ChantdiOI' or lhc l::xchcquer, can 
lht~· fl.lll)' I~ weighed in the bal:tnce 
a~am~t tlw !i.U!>.pidon and unetrtainty that 
u.ould tx: ;amus..ocl in lhi~ country nnd 
tll.lull .. bra U th~ "Orld U llii MnJcsty's 
G<.~•mnunt \\ere to tllke a ny oactton 
•hl(b tn\oh·t'<l rtcO{Cn1tion of the German 
~' r · '' Tl11.: Govtrnrntnt ~\'e long 
bttn ( l. nng thb (l~tK.n. As km.g 
a.:, H 1 hid.\\· the l:ndtt·Sec:ret:uy of 
5· • I I m. df:arly that an application 
'

11 t 'K"lD.ln Go\lmmcnt. for an t-xe~ :;.·.a ., 'I ;tmuunt to rtrCOf;.n ition. He 

.dl "hat,.,·rr N• t..m ukorn \O 
' f\lolht t lrc'~m tbto C.t>rm;\Q Go\flll· 

•uwloJ "' 11'('0 rtttlll bon. (,f'nlle­
t lh, amc~u11t to thl'" 41,. /IJft(j r~· 

~ 1\ .. h•·mb anal M0¥"111\ 'lil " -(01'1'1• 
.,, t•,ll• \13\', ''IJ'); C"ul, t!McJ, Vol 

T~,, '":tn, lhtrtror(', be rw> dispute 
a ut 11itl, and the llou~ i" entitll'tl now 
~ :m ' !IUf.lhl't', not tha t no C'On~ul will 
~~k. 1PP'"Inlf·d-that i'l not what I am 
~c:1,.mf fo r no1 thal the pn,-scnt vke--

IJ m.t)· oo• lx· continul'<l in his rune· 

'' Of cour~~oC. IJcfom l lfl)'thhll( \hi " at•u lr~ l tlio!J 
INms of such :t f!U:tmnl('C Mtd t Ju~ u:unrt C)f 
lho:te' t.aldn{( 1)3r1 111 i t ~Aould loe lmtll.l(JH tJottforc 
1J~ llou.sc-. '-(O~tlliJol. ltti'Ci~ 1, n l Nuv~m· 
!)(or, 1q.}8; w t. ~. Vc,t. J·l" 1 

Qb,ious.ly, ~U!IC it "':\S . t ftlJIICf of 
such \'ery gra\-e con3d1Uence. Uut . flO 
is this aud, if it wu right .then to gwe 
that a.s5u..ril..Dce to the Home of Commons , 
it is right now to gi .. ·c u:! th_. assunnce 
for ~hicb we ask, ttut no MK"h dqNrture 
in policy .;n be mack without tocbultin& 
the House. 1f wr- a~ fi:Oin,; to any to a 
succtSSful conciusion thd hu.udous Cfltcr~ 
prise of collcclin rhislante to Al:l;f6-
sion. w~ must f)t' J)~>a.J"ed 10 rnJkt ~4." 
sacriftctS of fia;uK"ialmtt·r~t. of «''nomtc 
advantage a.nd of comrnc·rci:~ l C"OO\'tllll"'llCC 
10 th~ r:n.aju J)UrJ>OSe of rallyin,; I he \\odd 
fo rces of resistance lo <~~grC<\Sion. To 
recognise the IUII1t'xation uf Ct.c't'hO 
Slovakia woultl 00 to poison the rl"lltticns 
between those who arc engltjtL'tl togt•th~r 
on this g reat cnterpd-,r. I hfl; tile Gov~ 
crnment 10 ,::ive us 111 4" l!l..~uronc,. Uul 
whatcvt•r action the}' m:.y t:1kt W l)rtl iC'Ct 
our iuterc.'St.S o r to help lht rrfug«-'1-

• 
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u ::. ~:;.,, Braithwaite;_ \\'t lu.\-e jO§l 

r. ·d "' t•u n~ht bon. (;. ntlcmen and. 
'liD« w .ill .:~.ccounb. •c are shortly 

tu J,.tlu ''' tbicc uaot~. l_ hupe lbc House 
14111 l""nlon an int~..rv\nt•on ho.m a. back 
l~tfl.dl. J can a~sure thern 11 will be 
ot the hric·t cllaract~-r th.tt \\tl \\'<:re told 
,>·t ttul.ly lloboold ch•tracu·rl!IC our proc.ced· 
lit~•· I h.;t\'t no kno" lc•dJ;t t>f the dJplo· 
m.~ht nKttlb of Ll~ momrn ~b as 
" l",.~,,ro by ,..ny rWII ~·· F~. 
l~tll 1 Wllnt to pol a b~ I 'teW ~ 
lhr ··rrttnt sit~tion. •hlth ~ tblt_ ~ 
t•.Un'tV ~Jd 'Aithhokt r~ubon, 
, tlh1 r "Jt f.uto or J~ 11u t, fot a kn&';hY 
pt:lt•MI, ,\.5 .tO indtcatt•ln ~(our IIH:h&11.1UOn 
oll!d :~!Jhoncnce :tt tlu,.,. nnnt:x;tt lon of 
Cr.cdto Slov.akin. l•f o1111 a logict~ l stand· 
•M•Inl hov.e\'cr-ahhough Jo~:k is not 
~ \(r,)'tbing in thrse rnaltN'$-il ktms to 
1nt· dJflk uh to v.ithhold .nddmitrly rec::og­
IUI•nu 10 th«sr eircunbiJncC'S un145!. ooe is 
I"' r~r"' h) fore(' til II -f~ l1k st•lti.S 
'i"' , 11, ~ •ho gkr- ttut \kw must be 
J•fcp.l.n'<l .n the- t:\"'t'll\ to ,..a to that ex­
''' nu·. Hut l hope th.Jt m •h.: J)teSeRt 
uu.llkiU tl14.•re \\ill be no qut~tklo, for at 

'''•'"' ,, \ t:ry coc~-.-.idernblc l"lt·riod, of any 
.. u\h l t'fo~nitiou dtht r tlr fa(IO or de j1trc. 

I 11,.h1 IMI. t_,, uti• m.1n th" ~h:rnbcr 
f •I IIIli tllnfoug:h (Mr. Alt'\ln,kr) touched 
111tt 1 nruin hr~nci.al ~umces .,,...,g frum 1hi:"' nult('f". anti h b upon 
,,.,, 1tnt I $hoWd Ilk.~ to ..a\· a Wllld. It 
.11tn 1 .. Ito. "itu ,, ... ,. "Ahi<h W arisen in 
f(-tlU\'-liOU with thf' n .utl.. for (nter­
n.Jhllf\.11 ~III•Ol• Uh m 4\lnllt"\·tton With 

C' m. h flqlOSit-.;. I think we !hould 
1ln \H'II to n·mtrn1K.•r -\\hilt i ~ often 
fnr,t.:f'tlh n in these d~)~ \\hr-n ('('Onomic 
thN~!' doorish-lh.nt dw l>nm.:try 
lun<hon or 1M hanla-r 1~ to take 
~n of his dft..-•-..it~· mnntv and 
to prodtKt' it ~hm ttquirtd £,--m if 
t~ bmk nu.~gtt L~XM, th.u it is bring 
\\'lthdr.a.-n f« m~hi('\fl4.b or t'\'W im­
moral pu~ it i.s :ttill hi1i duty to 

l)roduce the cash ,., ~tnd "lwn rrquired. 
t IJ tm~ of the P«>it Oni('O S.wing5: 

Unnk. or Joint stcx;k llank~ nnd C\'t.n of 
t he f•1lcmationaJ U:mk in IL\ crudest 
form. [ll•l~f'Nptio,..] l waJ trying to 
sh-e the ac:tuaJ situ:uion. bot t do nol 

Uunk my huu. fri-nd will q~rrc:l 
that dcfmhion of the primary functLot. 
the banker which in Utese daya isM> ofQ 
fo~otten . ln the particular cue ,111d 
teVlCW, we have the Bank for lnt~tff 
national Setllc~ts establishtd at Ua_,~ 
to perform cortam fUIICtlOn$, 004.\bi 1lot 
handlin& ol the vuy difficult t~ 
p<OOI<m ol pa!Oing repantioo ... _ 
a.- uruuble and fluctuating uc~~o­
lt is, in f11ct, an example of intmu.&; 
alism J• l•.x.. 

I should like to indic:.'lte some: or lhe 
coo5e.'<tuenCM which have resulted 1Jc111 
this attempt lo operate lhe iulcm:nlonat 
theory in this case. 1 lhinlc a paraDtt 
exi5ts i.n the military iituadon. 1 re­
member very well i.mmediatdy ahtr u.r 
War coming home, very thankful 10 lor 
alive. and bein( •temly n:buked lor,.. 
gating that ~ 11mple contintAUOO of tk 
war-time alliaDClr was the best rotthod 
of preserving peace on the Continent of 
Europe. I was told that th.1t method 
was out o f date and that all hopes v.m 
now centred tn the new peaoo txpni• 
ment, the J...ea~e of Nationl , and that if 
only the rcquis1t·e nwnber of l:tftU~ 
wu ~mde at the mention Of the wwd 
·' Geneva '' and the formub '' colll'diw 
S<Curity " repeated with sufficimt -
viction, all would be woll. I It~ 
that wu a_n experiment which 
tried. and I think this country 
nt the time, undct the lenderhiJ) 
right hon. Genlle:man opposite, to tnla 
U1e Lcagt•o o f Nations and to 1Mb an 
attempt to operate it. But tod~)' the 
whetl hu gone fuJI circle. 3nd th~ bat a 
bearing on the fi~l situ>tion. Alllf 
d<11011ncing alliances .. being oot ol cblr. 
the Government are now ~n, av' 
impotltntly and stridftltly: by .... 
Members opposite to entes: 1nto ~ 
alliances with the lea.s:t )Xl5S•ble deb.r . 
various tota litarian and ~mi·totahtar,lll 
Stateil in ordc:r to resist tho ch<~ lltngt th1t 
i$ brb1g made by other totalitarian Statet. 

Sir A. SIMialn Do you appto\Y of~~ 

Mr. Brakhwaltll C<minly, I .:r.: 
that policy. I am ~ to ~y . 
right hon. Centkman wtll bt ,...,._ 
that alt<r the War I lelt that t~ ~ 
of military alliances w;tS one which&; 
well hn.vc been continued. but 1 ffl~t bt 
the Lco~uo ol N•tions systen• fir' ·n1r 
tried. The wheel hilS now s<>n< .:;,;; tbt 
and l !eel that wo should ' '!•••;;:.;... 
system oltho bolan<e ol JlO"'"' •• ,_.,.. 

.• ll,_,..,...t-- t6 NAY 1939 W.c.~ ~tl 

~ Chur<htll: ,vou:d lb.;: hon. lll•r.:!>cr b rtconstm<trd, on lhc <'Onomic basis 
, r.tl•" tho poHcy might be Hnked up that l have tnd .. vour«< to indicate. At 
~ Lbal or tile l..caguc of NatioM? the moment it is a hotbed of intrisuc. 

1 believe that Ita winding-up would rc. 
Mr. SrlllttwaiCel lf it is pos.~ible to h~vc quire a two--thirds majonty of the 

I¥ btSl of both worlds. 1 have no ObJCC• Assembly-bon. Members will C::OrToc:t me 
tioo- The- right hon. t.trutJemall l\b .Jfea.t af I ~ wrong, lf that is not possible. 
'"1""""' of U.\gue matters. l prdtt lo then: tS anothec method ol dtaling with 
bl n&hct mort' bca'ily on the militazy the mat.ter. That is. to witbd.raw the 
side ol tbt arra~t than on the British and Frendl deposits from tho 
Gtae\-a atnapbtrc or technique, but he Bank. which would have the J~ f•c:to­
bJS mt•rt t.\ptritnce on the subject than if that i:s the correct term---effec:t of pro-
1 113\t. Thl.l international financial venting a similar lamenbble incident. l 
tJUchinuy hM been set ':'P· and t~erc Is would humbly submit to the. Honse thnt 
~me discontent nnd cons:idernble d1sc:om· point of view, while apologis.ing for stnnd· 
fon lX"Cll•~ it is not functioning in 1~ between hon. Memberi and other 
acc:ortb..nrt with the wishes of Britain and Pnvy Councnlon who want to spt:ak. 
F....,.. I do nol think I am unl.alr in 
"l-ios th>t. at least in this Elouoe. a t the 
JIIOD'at intunatiooa.lism is being Inter· 
pm<d .. tbt lulfilineot ol demo<ntic 
~. I wtkome that new definition, but 
( doubt whtther 1hi.\ facade ean be pn>o 
loog<d logi<ally or even fairly. In lhc 
fu1ancial, n~t wt U lUI the milita~ sphere. 
u·e cann()t lki controlled at thLs period 
from rithc·r Basic or Geneva. 1 am ono or 
thw.-.tnd I hope the .w>t bon. Gentle­
.,.. the \lunbcr lor Epping (llr. 
Cbwd>iD) •ill at lcut allow me to ~ay 
w.-.-11o hope lhat the League will be 
..OOOt. and rtbuilt in ouc time bot 1 
bdi"'" lh>t that will have to be• on Cite 
basis of ~onomi( co.ope:ration. with many 
of tilt more Ktntimental claust$ with 
which th(' IA.--a,c:ue embarked on ils: CDrt"C.r 
dttei•d. 

I d~1bt HI}' much wbethtr the Bank 
for lntm1.1tt<>n>l S.ltlcm<nts bas a useful 
lllliCIIon IO Ptrfonn to-day. 1 had the 
..._.r ol b..~llG mte-rrupted Just now by 
'"Y hnn. Frwnd the ~fember lor Noeth 
Pa&lm~t,., (Mr. ~rncken), who luis bad 
~~ t':\:Jl('nt.·nce m these mauns. 11..nd 

bo, • 1 hi"Otl~h one of his orguns. bas been 
~~1118_ thts 111Mtcr eloquently nnd 1 
l mk "'~>tCiy . in the 1ast few dnys. 1 
:agrett '<'lth ""hat be JN.id about money 
!>cing l~.:~rwl l:'d ovn under duress, That 
" ~"' method <mploy<d in hank rol>­
borieo, • hrn insuflielent staff is provided 
~ nutttr an ~OCl.DI«tioo with wbich I 
~.~""""ted a Private Member's Bill 
.,..., m>dt no P~· B I • 
!flab th" 6 ·--=-· ... --: ut want to 
oltb' 11 nal obkrvabon as the moral 
Stl ., lament~ble occurrence. 1 want to 

I !lg"t quite strloullly that the Bnnk lo r 
ntema tiona I < - 1 11Stf 1 f • Jett tment:s hu no longer a 

t thrnk u~Kt~on to.Perlonn. Jt should be, 
t'Vlvtd, U' and when the Lugue 

12.JI p.m. 
Mr. Pethiclt-Lawnnco• The bon. Mem· 

ber foe Hoklem<a ()lr. C. Braithwaite) 
bas opened up a very imponant question 
rebting to the Bank for International 
Seltlcments. Therefore. perhaps it will be 
convenient to the House if I raise this 
matter on somewhat general Jirles, in 
order that the Debotc may thetealter run 
both as regacdo lhe nuio issue of recos· 
nitioo by the Government and the sul>­
sidiary issue ol what is to happen to the 
Czech curreo<y. I sho<tkl like 10 btgin 
by a statement ol what I believe to be 
the facts. U 1 ltate them inconec:tly t 
hope the ChanceiJor wiU interrupt me. I 
understand the position to be thllt the 
Bank for Jnte.rna.Hon3l Sc:ttlernents-com· 
monJy known as the 1l. J.S.-J1eld certain 
assets for the Bank or Cucho-Siovakia1 

and deposited them in the lorm of gold 
with the Bank ol E"ib.nd· A lew da)'l 
ago the authorities ol the B.I.S. 8&''" in· 
IUUCtions to the &nk ol England to 
hand those assets ovtr to the Ctrtmn 
Reichsbank. This in~truction eithtt lw 
been o r is shortly to be obeyed. 

The facts of this tron!dcr were referred 
to on F ridny l:t$1 by the righl hon. Gentle· 
man the Member (or Carnarvon Boronths 
(Mr. Lloyd George), who, in bis usu•l 
picturesque ..... ay, nude certain comments 
upoo it, and inciclentaDy charged the 
Trnsury with btins a !!"">' to the""'"" 
mcnl. The Prime Miru:stu. speaking on 
that day. said thot the whole story ...,. 
a mares nest. a..nd added that the only 
releases that had been made were or reo 
latively sm."'lll sums tn refugees in CUch~ 
Slovakia. Subsequently. in aoswcr to 
questions the Ch;mccllor or the Ex~ 
chequcr ' and the Financial S«ret•l)' 

.. 
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• ....... ,- IIOliSE OF COMAIONS '1)0 
Tbe CbanctUoc ol tbe Exch<quu ' ... 

\h J'cthlllk 1-l•fli'Kil: 
d tbr t.llti LJt .,,.,,..h . .t d~e same 

!IJ.&. l l_ but wtd that •ita\ 
tr~ U I h.t\4 c,.,.,.,. ' f ht .U.ht 

lot W tUIC' tD dw ...tAt..mtflt 0 I •-o ;ll(lfl (, tlt-rn.tn tb- )lrmb«• for U r­
r~t\r n Hoi Ch ••"' ~ .. ' '~.,. th:at th~ 
Tu \biY "'' u· Ill""' "'">' n--ponsabk for 
\bt u.ui , ''"" 1l•r ( h3tlC'dlor has uot 

' 
, ,,,1. ~ull mutt 4•1 bet~: then..._ 

("ol1C" lQ ;od h lml', I J uinr thtt I h i'• o;tatt t ern 

njjH' tiV 
Tho Chllllttllor ol HUI Euher,uer (Sir 

John Sinton)! In u·rt..li ll ,, . ..,I~(' IS th~ 
"'"'lt 111, 111 1111111· h)' t)w rit;ht. hu.n. Grntlc· 
"''" 1, uol ,11111, nJ!ht. lit· 111\l~t..'<l nw to 
mttnUJ•I bun. hut I d•• nnt ttun~ I can 
1
1 1 \\tlh ' 1111111b ,ttll4' .H a unw. It 
" ol hUI J., it1U\1Uil111 for lllC 10 pop 
1~, ,,, r\ mtlllh' tn urtl•r to do th:at. 

Mr. ChurcMI: \\ til m)' ri~tht horl. 
1 ,,. 1 •l 1 '"'h tht- nutlt':· nrly in tht: 
tt>r' 1 tlul tht lh~U....t- NY know 
"'11 1 •t•.at' 

$tr J . $ri'Mft a•J.,•It~ •~xal. 

Mr. Ptthkk Lat~rTMct: Pnhaps abe 
1 t <11 (oi1itltm.lll \\iU fUtll.'C1 rnt'\\Jten 

"' I '"' . '"''' I 1~1 IM!C. bdit:H tha~ I 
h " n~o~tli o~ll) ""-rtc)U .. nu!>Apr~ntaHon 
c•f II , t •• t... 11u "'4' f.tc b rai~ Ctrl:o"lin 
lu~hl\ m!JII•1t.wt '1111"'110il iii. 11le fir.st 
!Jilt h1111 1•l "IIJIU'UH' importiU)ll~ is the 
11 I llt\•lt~l''l ' ,,j tht• ( ;,wtl ''nwnt to the 
Jhtlhh h'Jlfr~rutlh\t' on tlw IU .S. We 
11 •II• ul u~ •lbfiUh' th.1t Mr. )lontagu 
'l'll"·"' ollll l ~il Olio Nit..rnC\'Cr :lCC on 
d~t 1\.mlr. j,.r lnttmJtion.tl Scttlem~nt.:. 
llll•t '" dlrttl r,·prt'llnt.lti\','S o( the Gov­
trtiiH•nt. ltut J'i TtJ)fl"4!ntJ.th·,-s o( the 
H .. 111lr. ,,. lu lu~~l l.ut thJI 6 not to s:l)'• 
"ll.tt ill'l'"'ntl\ th• nunn:Uor of the 
I \~ht"l'~o;t wl•l. ttut. m CorbtqUtnce o( 
dut tht \ bfl no .th..r buun..l to consult 
"''" tt~r c,..,,m,_m l-.f.of, ~k:i~ any 
ac 1 um ''" thto U I \\ • MiU ........... a~ lhey 
111 Ul.t a tinr m loc'""'bnct' ..-i1h \\hat 
tht> t .. u\t nuatnt.,i.Ja C'll nul intc:rnJlionll 
nuth'l' r~l bn U\ that thq• are not 
t\t·n l•l t .. '\f't-c-h-..l h'l ''"l""n a d«lsion 
th 11 1f11':\" h .. m. tJL:t 1\ on dw-.t intu­
n.ltll•n.al clu' "' '''ll~ If th:u rtall\• i"- tht> 
f'tl''' '"n o ,ttM• Gonrnmun \'ill-l~Vis 1bc:se 
ft'l'h·_~·t.l,ltl\ l • c•f tlw Jhnk of En"lnnd. 
11 '" •• m~l fl:l.l\l' a01l l>Oiou~ ;:uhui.._"'-$ion. 
I t:O fUi tlh r. I \' utm~· IO think I hat in 
tlwt. c,,.,.. wt• h.I\ C" had, if that bt tme 
ol dlrt'('t fCJIIIIkt flf o&ltitud1• bc•tWt'l'U th~ 
Co',l n~mt•.tH ,m~ 1~ ~u\, who :tn= in a 
' 't't) nprlitlll.tflw J}O'\Ihon on tht." R. I .S. 

bo\'e us belie"' that bt lm<w ,;:::: I) 
about w!"t was bappenlnc, '"'' lti 
beard ol '' 0<\ly by aa:idtno f- a d!iol 
pany. and lh.al tbe dtdolon oakm by dot 
B.I.S . in no way _IK'CtSS3n1y ~ 
the views of tbf> Cio\-'t:mment. 

We in t.bis Hou!le, lcno\loil~ the kog;atistir 
mjud of the Chanet:llor of the J!~chtqutr 
believe what he 11.1.)'1, but I am ~ 
that no foreign Govt:rnments "ill bdN:\ 
it. They do not wotk,in thAt w.1y. w~ 
lht)' have rcpn."!!Cntahvcs of thr1r couull)• 
rcpn•scnlins tl t"'-lr ccn lral bilnk Bitting 011 
some imJ>Ortant lxxly- thi''l nry aiCd 
itscU- tlu:y take very KrCIH ('~re thatt~ 
views that these rcpresrntnthrts put f«· 
ward arc tl1e ' 'icws of their Go\enunHJt, 

·I am told that ill t 1o·cry ont of the odwr 
cases-this may be uaggen.tion-.­
' 'ie\\'S of the Govunmtnt are put fonncl 
by lht repmenoativ<S on obe B.I.S., ...r 
I cmainly do not think lh>t tht a.... 
c<Uor ol the Exch<qutr will ht bd;,., 
abroad when be puiS 0\"tr the 11ory Ilia 
these represcnblti"-es act on the •holt a. 
depcn<itnoly, and, l""'ibly. in cauil 
cases. directly at vanante v.itb tht ,-iNJ 
of the Government. 

We come now to the St'OOnd questiol. 
what in fac t were the vil:w,. that dar 
British rcprescnta1ivcs JHit forward? ~ 
they in fact, on the 13.1.S .• support tht 
tra.ns(ercnCt" of thbe C~c.:'l·h MSCIJ 10 thr 
Rtichb<mk? Because if they did thiJ. 
it is a most Important thing. t-:vtn if tht 
Go\'crnmcnt were contcnlplating rtOOt 
nition, they hl)d not nt thai time decidtd 
to rtcogmse. and 1 Juggto:,l thilt tbr 
dt:cision that the Ctcc.h t.!t.il.'h are to bt 
h;mded over to the Rcichbank c:onsti1Jia 
a ro;:ognition of some kuw:l at any nllt ef 
tht control and lht hold ol Gtrllllll}' ""' 
the country that was flohnni:~ and~ 
ol Cucho-Sio"2kia. Tbao i> oht ...­
qutstioo. and it ls a v~-ry SfJ't' •· 

I do not beli.-·e that obe lor<!!' 
Govemmeuts "ill for a momm-t crtdit Ita 
Go,·emmtnt w1th an auimOt cldicrd' 
!rom the one which tht r.._-prrsrntath'tS ; 
the B.I.S. supply. and "" in this II.,. 
arc at least entitled to know wiult ,

0 

the view of tb® British represeauaum­
The third question-and it h:.~ btc'O * 
policy o f the C h::ulccllor of tht ExchtqOIJ 
all through these di!W:US.Sion~ to II)' tt 
make the House believe ttut. t thii tA'lJ: 
only issue itwolvt.od- is. if and "iw:~~..,. 
B. I.S. gave these instn1ction1 to the Dll-

I 

·hi"' .,.,.,,.,_ 26 MAY 1939 C~«Jto-Sl0t1•ltW. ~Jl 

tl Ertctand· ~-.. lht Bank ol Entl,and mo!";""l$, _but I would like 10 '"'Y· on obe 
1.-1 10 can)" th<m out? TI.al os • political side, lh.at I listened with c:otn· 
.. tr« du.l on h< OJSutd, and io optn lO plete agnement to wbat lht rij;hl hon. 
__.. Unl, pntinc lor the sake ol G<;nlltrna.n the Lra.der ollht Uber.ll Party 

' 
1 

du.t 11 bad no oth<r coune saM!. We bave to disliJ18Uisb in thO$ 
~ 1.1.1nk lor l ot•m•tional Sdde- matter- betwteo the purdy practical •ide -u h1d t>kfll th:ll decision, that c1oe5 ol conducting nonnol btWnt!ll relations 
DOl in the ka,sl rtleMt the Co\·~mmt:nl with a cC1'14lin part of Ccntn.l Europe-
from tht<ir sb,uc of rtSJ>Ontdbility for tho I mean by that the appointmtnt of 11 
-=boD that theg men took. when lhey con~u1 or .vice~nsul to rtprtStnt Driti&h 
v.·ere dealing with the matter 111 the U.I .S. busmC!?-40. mtc_rc:st.!-.,nd the qut:Stion of 

Tilt fourth maHer that nriscs l.s the rec;~mtmn c1t!'ter de ju~e o r de facto of 
stattmtnt tlmt w:1s made by thu Prime C~.lurSlova_km. I bchcvc thnt , in the 
\linbttr in thi§ Ho1.1W. I k1lOW thnl the 0P1010':' of th1!> House nnd of tht: country, 
Prim~.: Minister is a vCI'Y busy man. and any .kmd of n.."Coguition ~y the British 
1 do oot In the lca~t charge him with a. Gove~m~nl o~ the :w~ex!lhon o f Cuc.ho· 
brta(b of faith . but there was an Slovak!~ lS qmte un~hu1ka~Jc, ~nd I c;~n­
intmOLI bttwt<"n the stntement of the not bcllt ve lhlt HI!, MaJesty 1 Covtn1-
rif;bt bon. Gentleman the Member for ment ate conttmplating nny such Jtep. 
Cato;u\'On Boroughs and the Prime There wo~ld be_ the sam~ )c-tnd of uproar 
~tr's rt(•ly. and I have no doubt - much worse. w my opmaon--as gn:tted 
whalt'\"'tf th:~t lbe Prime Minister tTQ.de the H oare--Laval proposa!J when t~ey first 
lis su.ttmml as a result o f information ~ up. Tb.at.IS the kind of thtng that 
n<ft,-..J lrocn tbe C~>anallor ol tht "ould bopptn il lht Govtmmtnl pro-
Udocqorr on bthall ol the Treasury posed or t\'UI conttmpbltd talung IUcll 

· a step. 1Derelore, I am .. ~ th11 the 

Mr. Llord c-. .. He said so. 
Mr. Ptthitk .. Lawrtnotl He said 10 the 

Giber da.y. I an quite underJita.nd. and 
I think on the basis w-hk.h the Chanoe11or 
of tl~ Exc:htquer now says it might h11ve 
btta contc-t for the Prime Minister to 
say th1t the facts mentioned by the right 
~on Gentlcmau Wtrt not correct. mtai\­
'D!: by thM thM the Treasury were not 
r~nsible, it i! ll matter o• argument. 
B_ut tt was quite J>OSSible to say tha.t. He 
did oot s.1y th.at. hut that the whole st·ory 
v.-as il m:m:'s nest. That is obviously 
untrut. and \\ht:n hC! went on to say 
tlut tlk ooly rtlta.!CS that ha,.,e been 
~ ha.\(" b«o rtlcasa of small amounts 
.. moe- lrom Cucho-Siovakia, ht 
&mllj· po>nttd a picture lh.al was tntirdy 
~· lo lht lac!$. We ha'oe the right 

<Unpbin when a r<SpOnsible iblcmtnl 
~ t~ ~ comet is allowed to be m:ule 
- ~ lhnhtcr Thr$e are the important 
~: first ol all, the position ol the 
~~ rtPt't"<tttath·CI on the 8.1 .S. to 
that <~\cmmtnt; socoodly, the attitude 
~1 tJ 1~ rtprescnbtives actually took 
stat w .I.S.: and thirdly. the mis~ 
auo::Jm of, f~ets which the T rea&ury 
Friday 1!~ I nmo Minis ter to make on 

11.~3 p.m. 
the ""'f

1
8oot.hby: I do nm proJ>OSC to detain 
On!oe fol' more than a very rc.w 

Chancellor of the Excb<quu "ill be in a 
position to :wure us that they do not 
contempla.tc taking any iUdl itep. 

What I really want to opo&k about lor 
a moment or two is the fin.ancla.l u ptct 
raised by the right hon. Gentleman the 
Member lor East "!;din burgh (Mr. P.Ohick· 
Lawrence) and to say that, with reg~rd 
to the Bank for lntctnationa.l Settlcmc:nts, 
I belie,·e that the Government a.re on 
souf!d ground from the pul'elr legnl point 
o( Vlew. From my readmg o the St3 tu tes 
of the Bank o( lnten:mtion~l Scttlt mentl, 
I beliove thai the Bank ol England is 
bound by these Statutes to hand ovt.r any 
funds \bat may be mtrusted 10 d~rn. 
What ...., complain about, and have tbe 
right to complain about, d the evk~nt 
lacl: ol liotiso• between lht Britith ~ 
oentati,..,. co lh< Bank lor lnotmational 
S.lllemeol$ and tbe Tr<as~~ry. I think 
lh.al lht right bon. Gtnoltman is quite 
right wben be says lh>l very ltw lor<ign 
countries woukl bclie\>'t: for a moment chAt 
these tyro directors coukl h.avt acud on 
the Board or the Ba.nlc ror lntt rnatlonal 
Settlements independently of the Treasury 
and of the Govcm.mcnt. My right hon. 
Friend the Chancellor of the! l~xchcqu~ 
told the Hour.c aflcn.•,oan:IA tha t he had 
heard of the tronsacticm from another 
source, subsequently. I ~hould like to 
know from wbom he htard lt. We always 
assume in this House th~re i~ the elo&tll 
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claitM on our tld<l atislnc ou 1 of dot 
blocked C&ocb ... to in thlO """""Y u 
was modo !";rloo:tly plain in tile ~ 
on the Bill that British bolde,. 
balancea io Prague 1.n the Corm of c-: 

Tbot pcNh•JCI or tbt llritisb di:r«lors on 
tht n.,nlc for ln1truAtional S.·ttlcments 
iJ .. \ FI)' im·idioo• one if they are to 
proc:ml oo thOr dut.ltl regardls of the 
rrr.uwy. Such ~n invidious position 
fe.~ds one to thjnk lh.it " "'t ou&ht to 
••.x.11nine the po:;itton of tJte Oank for 
Jnl.cnu1KMI\IIl ~lllnnt·nts itsdf. l am by 
no •~nt tlt'IU.iJt tlut lhas Bank has not 

J,n~ 1.1nfr cr.bl\1 to fulfil a ~ful functioA 

"' tltarpo"(", ltw 111.1in I>Urpo5e for which 
lht.• Rank ~a.s ~tllblb.ht'd, u;undy, to 

l,~o~."iht.Jh· mlnmUOr:gl tnltif~ of funds 
un oo lon..,-n br Qrntd out ln respect 

t.,f ....-. ,~Y etJuntno, ~and ir it b to exist 
lor tht• !lulr pur~ of enabling tronsfc:rs 
"' fuod. co ht• madt" from the dtmoc.ratic 
!loU!b IU tbt IOU:btlrian S&atb. •iric:b 
«tm-. to tM' ib rn.1m foncuon at the 
rnome111, thrn the r.ooncr it t'i wound up, 
thr llOOntr our dir«to:rs are "hhdrawn 
ilnd our deposits •uthdra•-n, the better 
few thil country and for Europt. The 

Ch~Hl(tllor or Lhe F:xc.hcqucr ~'OO)d do 

" cll lo c·o,lJidtT Llw whole position of 
the ll.lnl f"' lntmutiM.J S<ltltments at 
the: pnstnl ttmt for, ln the •'Oids of the 

hon, lJrmbtr ~>f 1-:, .... ~ham (Mr . De la 
urn~). it i~ Mghly Ul\5..'\ tl!•factory. 

We ought not ro confuse 1he question 
or t.tJe. r:t"COPition PI tbt annenlioo of 

CU'tb~~OY;lk(a, either de jN'' or de 
}at lo, Wtlh mly ncgolialions that miy 
tal<< pboe .be•w- the r ... ....,ry and the 
rtpnS<ntoh\'OS ol tbe Rrichobonk -ith 
r~ to the settlement ol ouUt•nding 

O< boodJ and bona fide C&ocll ~ 
1D thlO <IOWilry wbo ha\ .. claW. it 
1pect ll> eub or bonds, •"~:hi to be "' 
pcnsated to the lull .out ~~ the ~ 
usets that we hold Ill thiS c:ouotJy J,. 

len there il any question of ~ 
anything to tho Gorman •uthorinoi: 
Once those claims are compensated 0 
of the assets that we now hold, ~ 
lo the quick and ft'IOiute actioo of 6t 
Chancdlo< of the ExebeqU« 1 111oo11 
lfke the ~mainde:r or the Wets to bt 
put into • suspellJO fWld and usod fO< the 
benefit or relug- of one kiod or ...a.. 
and for the .-_ of C&ocll. -
Cucho-Siovakia. In any rue 1 Chiot 
the whole of this busin.,. ,;,ighl bt 
facilitated and quidtenod by diroct • 
tiations with the German eo,_ 
and in thooe nogocio tions ,. .. Jba1t """P'' 
o. very 1trong po!{don beaau~ v.·e ba"­
'" our hands very oonsidertble ste.rlinc 
wets. 

~ only otber point is tllat 1 ~>tint 
the assets of the Czeeh banks whicb .., 
hold in London should be tr<Atod u ..,., 
unjt with the Ct.ech Natioaal But. • 
Btlore the o.nnexation thae blob Jodi 
lhc:ir fund• by pennLssion of the Czub 
Nationalllank; they we.re includ..S ic lllo 
weekly statement of the CZ<Ch N•OOaai 
Bank ond could not be told or u.. 
f<rred without petmisoiocl or the enG 
National Bank. J hope that io tht 
negotiations with U1e Gennan Govtnto 
mmt, which will take fonn>l obapo ;,- tilt 
ntar future. we shall treat the aSSdS fl 
the Czech llank held in London as • 
unit, and I hope that in his nt:goliatiolll 
with the Cerma.os the Chanedlor of tlot 
Excl>equer will 001 cive away tile *".,. 
t~ that we bave f<>l• but that be d 
dnve a hard bargtun for the bc:oefu ~ 
llritish claimants against c-J,..SJonk• 
and for the benefit of Cu<h ~ 
here who may have claitM •nd do "' 
desperately han! up at the present-· 

12.49 p.m. 
Mr. C. ,_, I ahoclld lib ., ..... 

the main line of arsumeot which haS bt<l 
adopted and to ask the Go,•nt'ntcnt~ 
qll<$lio!IS. The first question it io 0~._ 
to the Prime Minister'• .u•.­
f'riday, when be said that the~~>-" 

lilJC"'"',.,.,_ 
qJJ 
,..do by lh<' rigM hon. Mtmber for 
~ ()(r. Uoyd George) 

~·s -· 1 -ld like to draw 
the Dlttntion or the House to tb~ fact ~at 
We (;oo,<tcnmen1 spokesmen m try1ng 
s:Wl~tly 10 explain away tha-t. r&o 

;.,mblt .,1......,t of the l'nme Mullote< 
ha\e brtn contndic.tM)'. I aboulc;t. the~ 
f rt lib thc.>m to try and e..xplrun away 
~ oootndict;ous. It wiU be reme:m· 
IMftd tbll ia aos• ·tr to a Supplementary 
Qot<IIOCI .. hich I put on '!>< Tu.~y 
~k'in~ ~·hy it w;~s that t,he Prime M m1ster 
said lhllt the story. which we oow know 

11 bt subs&antially true, wu a mAre's 

""'· tJoe tnundal Soctttary to the Trea· 
~ry a;~,id : 
.. I •111,.1J ltkco w m:.ke it dear lhat my rl1ht 
bQ. 1 ritDd (tb. Primo Mlailter) bu m 
_.ell ~ .. whrt.brr tM fKCf are. or are 
-., a. tU.IItd t.,. t.bt boa. Nl'llftbu for Nonh 
[Nat4ota. t}lr. G. Strautt) "-(OrJ'ICUL 
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lly qu..tiM wu wbdher the Czeeh 
llllh,.. in lh<' hands of the Bank for 
Jn~tion.JJ StnJemcnts deposited lo 
l.oDCIOII woukl bt handed over. The 
F'm...ncbl St.ocretary to the Treasury said 
doot the Prime )finist<l' had DO ll\U!IS o( 

t--.oc .. btthcr that had happened and 
that wnsequently he was justified in his 
~ornnce or tht' mauer. However, the 
~~ doy the Chanc<llo< of the Excll<qucr 

•• r "*I• I lll..e t•• nuke it piAln to lbe Howe 
tbt tiM' T~Qlul')' did Mar lndlrettly Lh3l it 
tii'U llfltr\'t'd tbat tbc German Rtk.hlbank wu 
.,.... tG ll'rt f10111 the Ban)l lor lc~tfoaal 
~tt aa ...,..at of cold with wbkb it 
lad ~ cal:rwled by tht Caed N.~ot.bl&l 
&nk:• 

..!; J. Simooo Surely that is a dill<r<nt 

Mr:: Slra.u:ss: I do not think so, f'iBt, 
lilt f •nan<ial Secretary saya that the Cov­
~t eanDO( know anything 1boot it 
11

- ClftUmSta~. a.od then the Chan· 
tt!U of the Exchequer. th(l next day 
SI)'S' "A ' 
l00Q. • s a matter of fnct wt~ dld hear 

t 11• and DO« onJy did we heat about 
il ht •~ _~nade in\'tStig.ltions. Tbere is a 

vny obvious. conttadi(tion in the Mate­
~of the Financial Sccrtla.J'.Y and that 

the 11 C~l~< of the Excl)equer, ond 

tioo """IS entotltd to 1 further ""''lana· 
tbo 1f tile nutter. We on thio side of 

~,.,d o.;se :~e p.uticularly tuspicious in 
- o IS matter. because we have 

10 ... ":""~ in the Jut yar or t-
as .. ..., tbe Tr<UUry Bench on 

quedions we havo put. partict•larly in 

reprd to Spain, wh~ it was evident that 

the Covemment have beeo much mono 
anxk>us to withhold lnfortn3.tion which 
wu in tbcir possession than to g ive it to 
the House of Commona. 

1.d me """"' to another point, which 

wu dealt with by the hon. Member for 

Eaat Abenl«''l (Mr. Boothby) and my 
right bon. Friend the Member for East 

Edinbw81> (JU. Pethiclt·Lawronco) 
namely the position ol Mr. Montagu 

Nonnan and Sir Otto Niemeyer on the 

Board o{ the Bank for lntc.rnational 

S<ttl..,..ts. The Chancdlor of the Ex· 
chequer said: 

" It is terUt.lnly DOt t~ lia.ct that tbe Gov· 
en10r of lho Uanlc of Ef14J.Iand repotbl to the 
Orltlsh Cowrnment oo a matter o{ \bil t10rt. 
It 1a • minab to sappale U..t tt.. Gove:rDor 
of \bo 8&ak of fAibnd tltf' eJ 011 the Board 
of the &nk lot tftterudoul Settlemeob as 
a nominee of tho Btllllb Govrrnment."­
(Orrscut. RarO•T. '3Jrd May. •039; cot.. 
oo&Ho. Vol, J<7·J 

Tb<n whoM int.....U dots be ...,.....,I 
on the B:mk lor International Settle­
ments? h it ICI'ious.Jy suggested tha.r he 
iJ mttely the rtp<esmtative of the inter· 
esu of the sbonhold.,. of the Bank of 

England 1 Nobody in this country a.nd 
nobody in nny other country woultf swal­

low that story. He iJ obviously thtre as 
the representative ol the Cov<mment. 

Yet on a matter so dit<Ctly ond ll<riomly 
affecting tho national interests of thiS 

oountry and affecting poMibly the lives o f 

many J>CIOJl!e in Ibis eountry-Jor thlO 
money which is going to Cetmany is used 
mainfy for the pufPO'C of building up 

their ammments--wc arc told that ~tr. 

Moota.gu Nonnan does not even report on 

the nuttt< to the BririSh Co•...,_,t. II 

that be SO, I IU~ tha.t it is a.n intoler­

able situation. lllhat is really true, and 
if the Governor of the Btmk of Engl.a.nd 

a.nd Sir Otto Ni~ ait on the Board 
of tbe Bank for lntomatioaal Settloments 

either in their personal capacity or as 
representing the sb3reholdm of the Bank 

ol England. then that is the llroogost 

OJlUment that Ius "'"' boon put lon<anf 
ror the nationalisalion or the Bank of 
England and for makiug lh~ (;()t.itrnOr of 
the Bank of Engbnd tl1c ..,...nt of U1c 
British people. Indeed. ,. .. are alw•ys 
told by bon )!embers oppoute, wben 

we argue thAt cue, that in point of fac:t 

the Bank of EngJa.nd it in m:.t t~ers affect· 
in< the 6nancial intca-t:~lJ or tblt eo~tJ)' 
lhe "«<"I of the Co..........,t, but 111 I 
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h.u pl•ood wilh the bank and lho bo.J..\ 

' r,t!~i !~~~;~Or tllh .ort \\'e llud that knows lhat tbe customer dots not 'll':J~ 
1 d nut follow the to do 10. but is being forced to tlo ..,• .... 

th" dirtttor'> nc,t 0 11.Y 0 • b third n,uty, the "---•· ,·n 111~. cl by, 
m•UOCtion~ ~~ th•· ( •0\'tnuurut hero ut ...-· ucuut "'llLl rt 
J,, IMII ocn bor.ht.r to rt tlOrt OOc:k t~ the stances ia entltltd to keep tbc dtpo..jt ._ 
t. ,, rurlk.lil llJ•Ilo.:tS cJ tn,mtn!J4: nahoo.al prc\'tHt it being taken away by': 
0 

,,,... d<pO>ilor and ha.odod over 10 1 ~ 
pany. 

1 •.wl w. pat ~ funh« qlK"hOD about 
tlw ,. t D.!> t f .Yr l lont1gu ~orma.n and 
~a ou11 ~~a:::l)('yn .on 1~ fJ.oud ol tbe 
Uwk f, .r lnttmauvn.tl Stttlt mcnts. I 
'l'ilJil to oa.•l.. !4bdht•r th1.•y w niidered at 
ill~' tur;c tht tr.UI r~r ur this Cu-.:-h money 
t.,.m l·ugbnd IH tht• Vnilcd S tat('$ or 
\ m• n• a. • n,~ l'nit~.:d States did not 
wp tlK .lt;rn~nJ•nt ''hkh " U ~igned by 
tbb u.untn· o~nd. tkn fort' the dt posits 
,., thr u.u~ic for lutmutt~..nal Sclt.lemcnts 
•· • I 11ot bt- lmmurk fnlln fOnfi:SC'Oltioo. 
(tf ·1.11~ or hmpoflf)" l'blrilinl. in the 
l'rutn.l ~utes. I ,JJ.>ul•l h;au~ thought 
lhltll•t-.o~· dirt"(tcor-.. un the U.wk for lnter­
n.lll"n.al •····nl<'m,·nh, tf tltt \' thuuf!tlt there 
".L• 41 -ti;::hte:-t •Llnl\''r of the monC}' in 
I HUdt•n hc·lr•~ t.a ~ul hv (;t'lmany, might 
h"h' thoUJ.!)U 11 dt..Jr.tlJI .. to transfer thr 
fll •In ,. 111 lht• l'mtt-d 'liU._.. If it is 
u.:•l«i th1t thr dirt'( lOft of the· llank of 
tncllnd ..aclinc (IR tht &alt. for ln ter­
Nhuru.l ~ r:kmcnh .U(' In ~ minority 
~U.·n .100 ttut thr U .. u1&. f,.,- Inter­
n "'""n~J :,..;ttlt"mtn~.. h undn the in~ 
ll tl.t·n• '-' a... h.1... 1"1\~ n ;tllq.:t-rl, a t the 
m•m~o~:nt of the• F.t-.. i-.t C'ttunltlt'S, that 
.1~.1111 j~ ;Ln UJ'I3Ib\\ t'l'llhltt :t f):UIIll'nl for the 
ahohtiun .1h~thf'r of tlh· l'.mk for 1 ntl'r­
no~.tinnal Sttdctnf'nt~. 

Ilk: nnt JXIIOI I v: Jbl tu J•ul i ... could 
tl~ Urit1-ll ~ t fl'lmtnt. taking Uno 
anc ~t tbr ProtOC'tll and flnlbb b.w, and 
lno"mc lhll' f.k~. h.n~ .. topptd 1br tnn:s­
ft r or tlu .. m.•nif')' ttl Grtm.1.nv? 1 suggest 
lhtn: .ue t\\U groundi (Ill • hich they 
l Ould b;avc dont so if lht-y w;Jnted. In 
lht• fu-:-t pl.:acr , it i-. f'!enr that the Bank 
for luttTn:ujonal Scoultmf'IUJ was pm 
UJlclcr dur~. br thl" Gr 1111,111 GoH•rnment. 
TIK·re "l.S. ID (.irl. ton-.idn-Jble opposi­
tiOn 10 t.bis mG\--e. I undtf..und that jn­
ft....,u.d Cueb rird<s pn.-0<1 '"'' lhe 
lraoolu >houJd noo ukr pl&co, buo lhe 
<knund ""J5 ~. and ~Uift8 under 
durrss tbt Bank for lntnn.uion.tl StttJe­
nH':nts fclt th.tt they hld lo give way. 1 *111 uot a la"-yer. bnt I undtntand from 
SliJ!lt of my feg;:~l rriend$ thnt tbe law of 
SwiiZ('I'illnd. as well as of this country 
it that when a rustorntr of a l»nk: ~ 
m.uads to t.al;e away a <lrposil which be 

I •ho ~nd. ~in r,..,. 
my leg>! friends, lhao if I h>-. 1 ':J:: 
" ' • bank and lho bank kno., u,., "' 
rnouey I hold t~e~ is being kq>t (or ICimr. 
other purpo~. IS ln trust for some odltr 
party, nnd I give an order tu II~J~.~ llal'\k 111 
deliver the rnoncy. which tht.~ bank bo-a 
1 am OOidin.g. in trust Cor some otht·r pll~ 
pose, 1o • llunl party, porh>p• lO J>Or" 
~Y bookmalc<r, il I h>ve one. u. ...., 
CU'CU.tmlanca the bank is tnlltJtd DOt tt 
pon wilh lh>l money when il "-.., 
ohe dtpooil Is held in 1rus1. 11 r­
A h .. • d<pooil at a bonk •••I 1Jb lor 
the money to be given to Y, the 0011k 
ntc(lrding to British law, cnn l..ly " T~ 
money it held in tntSt for X, lnd then­
fore, we cannot allow it to bt. paid out to 
Y." I submit lhat the lael$ in this ctot 
fall inoo such citcumsoanots. Tho &.1 
for I nlemalional Setllemtn,. bdd 11. 
money in London in point ol fa<t iD .. 
lor 1be C.eclt ~. Tbe B.onl< 
F.ngl:lnd know !hat; and 1be ll>nk j,) 
I ntern:uional Settlements 1hrn 3Sktd t1Jr 
B:mk of F.nghmd that the money lbooW 
be handed over to a third p.uty. 

In these circumstance& I think the &nl: 
of England i-' running the dan£' r of ro. 
mi1dfl8. U it hu not actually ('Oft'l.n:u.nnd 
a b=t h ol lrust, and I am inl......t lo 
my l<pl friend th>t the """tr k .,.. 
IO «>rl>idor.lblo doubl, and Iii> I il ht­
><lvising tho Bank of E~nd ht ...W 
c~rta inly tciJ them not to p1rt ... id, dr 
money. In view of the doubt which fXHft 
in I hi~ mi\lter, J submit thnt the f,o\'tft> 
ment should have held the money batt 
pending action in the: court• of law. • 
should have oome to l'•rli•I!K'IM .,. 
ashd lor tbe dire<;tion of Portia-· I 
lbe Govmuneol h>d roaUy '- ,_ 
IO pr"''<nl this Czech money bti~ ..... 
O\'tr to Germany Iiley h>d qui!< I pol 
legal <>50 lor holding up lhe onfto/11 
until I he legal aspea had bttn lllliol" 
unlil lcglsl.oion had be<n P"''" ~ 
P~Jrlinment. Out neither lbe Hank .. 
England nor the Treasury $t-trMed • 1 

anxious to pre\'cut this trandt-r ol **f 
thtir ehid CODOmJ stems to ha\<e bete • 
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r7~""tnt thr mJIIll being made public to held in trust for the Cucbo-Stovak 
~bJni(·IU Of the: country. cpJe and S.1.y lhtlt after the claims have 

111
,.

1 
li tlw I>05ition now in regard, ec.n properly n.nd fully cctded. wh:H 

... d t d It at u c balance Ulere may bo-ai1d there may be 
10 d1i1 mont·y 1 1 un crS ·an · ' 

1 a considerable ono-wilJ be kept here in 
_.... i<t 101111 tn the Bank ol England, thal { 

•
,_ba> 1101 lk'<ll l>kcn aw3y . If lh,• lruSl or the Ctocho·.Siovak people and 

ct · 1 wtU in no circumstances be handed back 
Go,"l:fllmtP\ rrally "~1 to. 3 Jn t U.!l to Germany whtl't', as •-e kilO\\', it " 'ould 
alUtf Ill tht dlndion Ul "'·hich ~ am pc"f· be: used for purpote~ quilt: contr.uy t.o 
{Kdy «ttlm lh~ I-IOUk wants 11 to act, the: intt:r'6t5 of the Cucho·Siovak rV>f\1'\le 
il cookl ~ull prt"\'\'Jlt that gokl re:aching a.nd those of workl l>t'JCt'. .~-r 
tbt nuth ctf tlw H.cichsbauk by t:·ivin8 
a:rtltn gu.,mntecs to tbe Bank of I hope the riGht hon. GentJem~ the 
f.l'l,;bnd ,,nd tltuc JHitting through the Chancellor or the Exchequer will make 

11('((~-Jry lq(a~lll t inn . II the Covenuncu\ himself quite clear on the matter. From 
an: a_nx iou~o. tu Jll t: \'cnt this money soing tho state.ment that he made, it would 

10 Crrrmall), "hY do they not ad 1 111ern appear that the Govcmment contemplate 
u funhu .1 "("nl.US d.an~-cr for the Chan- u1.1.kitag a gCJteral release to Germany of 
«1Jor ol 1h< h chequcr. One of lh..., "hal ba1anoe ohm: may be. On Tuesday. 
cb'> 11 nu) be th>~ an indepmdenl lhe C~llor said lhal then: will be 
Cttci»-~1,\od.U " ill arise and say to the no ~ ~~~se o{ tbe assets unless 
B.mk ol F.m:l.md and to the British and until a sadsbctory arra.n.gement has 
Trt.J."U'l· ·• \'uu hdd 16.000.000 of our ~ made in regard to the 6roncia.l 
moDI:}'• Lui you h3tKlcd it over to n third obligations of Czecho-Slovakia to British 
J»ny \\ithout our r,:rmissi<ln. \ Va wuut holders, £rom which 0 110 gathers. by in~ 
lii.Jt momy bark. ' In those circum- rercnce, that when such an (ln"ltngcment 
lllanct'l I t1111 tnld that the National Jlauk bas been made thero will be a relca..~ 

of (.tf'(ho-~lo\':iki:. would have a very of the assets to the C%t'Ch NatjonaJ Bank 
ftiOd ast" fPf' dunanding that the money and to Ge~ny. J submit that this 
,"-'ld be n lundl'd lo obe Bank ol matter is or con>idl'nlbic importance 001 

Cmllo-~lo' •ki.t, and the British IOJ<paytt ooly to the P'<>Pic ol this oountry, bul 
wwld "''• lo hnd the £6,000.000 in to lhe people ol ott. "O<Id. The people 
ordrr IO h:'lnd ovrr to the b:lnk of an o{ the world are watcbi~ ;mxiously to 
inrl·-J"tnd1 nt f tttho-Sio\"akia. I hope that see what is the forcigJ1 policy of the Gov· 
at:Utc r h.h not t"5C3pt'(l the attention of ernment at the present time. If it appear.s 
tbe Ch.:an•rfl.or of the Exchequer. that, in spite of all the pacts that have 

Tht-rc I'\ anothrr very extremely im· been entered into nnd the guarantees that 
paount /~int. 1 w:u1t to ask the Chan· have been made by the Government dur­
ct~ Cl thr Exch(."(Jucr whether he wilJ ing recent months. they are continuing 
docid;nr l.r 100,. clculy lhan h<o hu a policy ol appouing and satisfying lhe 
IIJIIo <ht _ , "h>l is the position o1 diclators by maklllg sacrif~CCS to lhooe 
Cadi h>~1l<« " hith are beinjt hold hero, diclalors at lhe <JCponte ol small -.lions. 
qultt apan from the i:s5ue of the B:anJc then J thjnk t.he world will ~ve Jjttle 
lor lnl<rnaoiona l S.lllements. Whal is faith in any chan(\• of policy by ohe 
lh! pobcy "'hich the Government arc pur· Government and w1ll be convu'ICed tb:at 
Slung in thi '\ matter? As far as 1 can tbe Government a.re contj11uing tbeir old 

~· tilt}' C'an punuo qne of two polici~. policy of appcascmt•lt. 
bey <'lln S.'ly that they are holdinf:; the Therefore, l think it i.s desirable, first 
:~ _htre In order that British nationals from the point or view or the Bank of 
C 10"hlution. "ho ba,·c claims again!.~ England, that che position in this respc;el 

- Slo-akia shall be 5alisfi<d and shoold be clear. II moy well be thai 
::n: •bon lbeoo claims bave all ;_, lbe Bank ol England, all.,. wh>l hu 
._a ,.o;.r...l, lhe boJanc., wtll be ..,.., h>ppenod, may no 1-be looked upeo 
io bern tht Cttc-h N~tional Bank, which u the safe:st P.bce m the "'Ortd and lhat 
Tb.u 1 m•-an' to the German Covemmtnt. the phrase 'u u.fe u the Bank of 
The G' nnr auitude that c:an be tnk~n. England .. may no longtt apply. Tbe 
poft ov.tmrnent t'an look upon che de. Ctec:h people ~and otht r J>eoJJics may look 
~~'hlch they arc ketping here undtr upon the B.1nk of Englomd :\!; being very 
satiJf 1n.} ~~ 3 ntgociat:ing jnstrument to unsafe and tht phrase may become " as 
lh<yy nll,.hctllim~, Onthcolhcrh•nd. uo..re'asohc Jlank of England." The 

tan look upon oh<o money as being deposils or small countries may go IO 
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Bank for lntematioaal Sett~<m<nb 
.,,. 

\tr '"'"'" D.-L of ott..rr' Cf\IIPIIM"'. alkl not to the ~ 
f r nd "''~ the Chancdlor. ~ 

-

......... that hf .,u take what acooo 
• ,- ~-~·· to h.: un t•J I~"' tnt money nct''bill . 

fh. ( .trr1_, ~lu\ ;a k ptOI ... a 5l ID 
t1~ pul" (If thr ll.lnk O• F~od. from 
G"'nl! tntu th4- band$ of r& lturd party. 

~1 uw11\·, 1111'1 tn..&Utr i:t u:ry important 
flolft lhf l"'illl ue \ it~· of lhe s:tfetr, of 
flu,. tiJUIIlf\' Jc \HJUld hen \'('ry sefiOUS 
chlm: tf tt•,lo•.tiiiU flf h'l't' money were 
l ul~tlt • l u\tt lu G,•rm.lll)' for the purth~se 
t1f M\\ mtltn\1 ... (M o~crn:tnwnls wh1~h 
1111 ~:_1!t 111. U'-t it m ~(lilt<' ~reat war m 
"Ill• h I .u•L1t1~ 1 .1114l (~rrm:uty \H~rc opp<>-
111ul ,mol v.htch might rt"iUh in the 
,J, lru• t"''* ~·• milli,llb flof liu'S in 1his 
et"J'"''" '£hiull)'• fwm the• inl('rrutiorul 
I" 111t ,,f 'i~·• ,~n,l lnorn tht· point (I( view 
c•l II to .tt I• ru• ,,f n 11fttrk~ such a:r. tbe 
lauf• I 't-It t•l,\n~o~. rir:l. Hussh and tbe 
!<nt•ll• r ""mlrw-t '" F.un>Pf. "~ ton­
l•kr•.- •or Pl•l'-t 11.1\t" 1f \W OUt: 10 1\3\"e 
an\· r• I ~c 1~atl apin~ a~ioo. 
11 k t 1QI t1Yt \\l" sbcluJd l'Dlle it 
a1.w'tdJnll\ ('l. ;.ar lhll "~ art no longt"T 
1"" 11 ''~ th•• po1~ey (){ appeasnnrnt and 
P'"'J: 111 to lht· drcn.1ncl~ of the dictators 
v. h· n the\ m.tl.t' ttK'1n. no-t a.s a s;tcrifice 
fl ·m tht.. wtuttrv, but as a sacrifKt' from 
"mdJ rnuutut• "hich :\H' unahk- to resist 
tit~ ,. tlc·tumll". If Wt' lmw1 O\'('f' to G(•r­
muw olll\ p.ut Clf Ilk' ('J;C'fh lnf'oncy th..lt 
j., 114."1 ill thiot ('fiU IIII\' • \\1.-, S.h31l be 
.!olt tmut~ '•ur»~ h 't1, ;uul · •uclt reputation 
... \h 111.w h.t\'' K.;Jinfil tluring the l.ast 
ft I" nto :1th" nf ~<-l.uuHng up a~;ainst 
a fl u .. t "'II irhl;lnlly dl$.'lfiJ>t"ar. 

rep......,t tbe Bank of En(land. ""~ 
I am ctrtain that my fi&bt han. F•' ... 

the Cbancollor of the Excb«t- ww 
us ao admirable lopliitk ddtnce i.: 
British GO\-'t'IJUDellt's "rnngtMtnt Yi'ii 
regard to tbc Bank lor lnt<rnatioo.J 
Settlements' dq>Oiit . The Cho.IIOdlor 
wouJd be right in maintainin~ that tbr 
British Government have no power ••bat 
ever over the deposits of tho Bank b 
lntemationa l Settlenltnts, whC:'ther bttd 
in London or olscwhcm. Tiw Hank for 
Jntern.atiomtl Sctllcmcntll: i! v.lt.11 JlllBOns 
call a pc.oeuliar. Jt is t\ hank tbnt Wll 
put outside the sco~ of the lavo1 o1 rae 
m.:wy countries whtch were itoc fom~ 
so that the Government c::Ln rnJke out a 
\'try ~ood ca~ for poiSC55ing no power 
O\'er at5 depo~o~ts. 

It is moot distnssing to 1 .. m tbot tho 
British ditec:ton on the Boord of tho Bul 
for International Settltmmb did 111 
thinlc 6t to inform the Tmsuoy o1 ,.. 
a~t to transfer CU<h PI tt 
the Nazi pngs.ters who ha\"t bl~ 
and robbOd C=OO.Siov.okb. n. 0... 
ct:llor told us that he beard flf it fltlln u 
unofficial Continental IOUIU'. ( 1bink C11J 
right hoo. Friend hu b<tn \'M)' bulr 
treated by the two di,..tor. of tho Bani:\ 
of England who sit on the Jloard of the 
Bank for lntcmMional Scttlrm{•nts. I 
entirely aorrce with my hon. (i'ri(•nd the 
Member for Eoot Ab<ni<'Ml (»r. 
Boothby) who dc,.ribcd 50 Mil tho "' 
lationships that exi!lt brtwt.ocn tlw! Blnk 
of England nnd tht C'hancc•llor of tho 
Exchequer. My hon. fri~:nd dtseril:d 
the position •• being th31 of tho F'dl< 
Lord and the l'itst S.a l.om. I ha" 
oftm v.-·ondtred wbo was Firtt Lord ud 
who First Sea Lord-not, of .....,., ia 
eonn«tioc with the pm<nt Cb;uoall: 
of tbe Ex<hequer, boca~ - * 
Treasury ha"" a nauch &""''" """"' 
O\.'ft' the goings oo in tht ~ 
Strtet department of national litPlldll 
afb.irs. But it is very hanJ i.ncktd Cl 
the Chanctllor that be should b>\'t to 111-
pt:nd on an unoft"tcl11l Continental soattt 
for infonnation or such vital importanet 

One of tile directOrs of the Bllli J 
England on the Boord of the ~··k 0: 
1ntcml'l t-ionral Sctllement!l, Sir rJ 
Niemeyer. is a former Controller 
F'in:mce 11t tho Trea&ury. I p«Sl1~ 
that he has access to the Chanctlklr 
the Exchequer, o.nd would ,q;ard h " 
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Swiss law to 6nd out what my trustttS 
did wbm tbe Cftmans attempted to get 
bo!<l. of this n:ocey. It mij;ht have been -ble. tluoup diplomatic ~iations, 
to have .,._ted tbe transfer of the gold 
until the Swiso eow111 had rol<d on tllo 
~IY of tbe C.rmao e>«upatlon. I 
thmk that is a aound point. It Is abo 
clear that tbe Briti•h directors of tho 
Bank ror lote.matiooal Scttko:mtnts made 
no effort to protect those people. who had 
put their trust in them. Let Ul fCC081liJO 
that !oct. 

lis clulY 10 ....,dt wll h the Cbanctllor of 
[lodl<q--1 !obould be very much !r..s if "'l hnn. ~ rieud the ~.ember fer 

~-·Sd (;'lr. ~n) would 
,.. 11o1c1 a di>u"""'n \\1lh his lord t:nd 
~tl" tht t'nc!'T ~·'>'for Fo~n 
Afta.iN; 1 ha\'c no doubt he, hu important 
iaforrruticm to itnt»rt lo h1m, but I sug­
~ dt11 bot ~bould do it ourside the 
Ho.s. I 3 111 sure that the Ch!\notUor 
.-ill 'W"' thllt Sir Otto Niemeyer nnd 
r.ht other direclol' rc:.ld t11e CzochQ.o 
Slo\'lki1 (r<L-,Iridious on Banking Ao­
counb, e-tc.) Ad that WBA f>Q.Sitd by the 
HCI'I~ . 11n:y w<"u1d do ISO in Lhcir capa· 
dty as dift(tors of the B.111k or England. 
Sonrtly. ha'·ing read that Ad. it muit 
ha\"'t OC<'urrcd to them that they should 
nxnt:ion to the ChMIC.t.Lior or the Ex­
cbtqoer th.1t they. as directors of the 
8uai: of Inb:m<UJt:m.:.J St.ttltments. ltnew 
dill !6.ooc>.O(}(I of gold ixJon8ing to the 
Czrdt;. •';}" 'kpoYttd in London, and 
>l!o .... th< C'ot:111Wl5 ""re prmi"' for • ,_,. « that mooey. 

lllo)• coold ha,,. aid: " We reo.lioe 
dw the (Jian<ellor tw no ltgal po­
to ltD us ~h:at 10 do. but in view of 
tbt btt that "e did foster this Ad, we 
~ld bkt< to kno\f the opinion of the 
JO\ttumrnt on what our duty should 

" 1 S&y that they should htwe gone 
fmthcr. I say that the two directors 
sllouJd 11<~1 ouly have notified the Chan· 
ctlklr but should have gone to IJnsle and 
ma~e tht strongest possible protc:st. H 
thrir mUragues had attempted, in di~ 
~rd of t11tir vieW'S, to hand over this 
~to the Gtrmans, they should have 
~~. ftom tbt Board and withdnwn 
the British deposi IS I rom the Bank, 1 
~that thot!it two Britl'-h dir«ton of the 

for InttftQtional ~tlemtnls are 
~~or the onfonunate C=ho­
ior """" · They had a duty to thole 
loci btm thoy wen: trust-. thole who 
10 bludf;roued by the CmnaM, cl!ti'::" th.t mooey until they sot a 

frum the COUrts in S~it.r.trland. 

~~ ~ ':' :lf,:ft't" "iU1 the hon. Member 
lor · 011 l.:unbcth that It i• po!l&ible 
:~~ t~n~ of Engltmd to be sued in 
tba1 it ,.111

tlta1 mallcr. I do not bclicve 
llld • 1)(> lll'Cts!lr.uy for u~ to pass an 
E~~ty b Btl! IO proh..'Ct the ll:mk or 
v.'bc) 1 • • lll 1f I Wtl'O " Ct.eeho-Siovak 
Cuc:h:S~h~. tho bopo that the state of 
'ivut 1 sh va 

1
m would one day be re· 

... ou d take tome trouble under 
•"f) IJ I 

Mr. Boothby! Does nty hon. Friend 
suggest that Mr. Nonnan and Sir Otto 
Niemeyer might in certain circumstonces 
he held personally lbble lor this debt. 
under Swiss law? 

Mr. Bradl111: I am not alawyw. ( HO«. 
~IE><B!Jts: "Hear, hear."] Tho Chief 
Whip who is behind )Jr. Speaker's chair 
Ay& " hear, hear," which I Sllfr&'St is 
out of order, but t\tn gorgOOUJiy an>~ 
as he is tc>-day, J would say thiS to h1m. 
We all know that dinct<IR of any institu· 
tioo, wbetber in Switurla.nd or ln En&· 
land, who definitely break a trust with 
their depositots or sharehold<'l'll, may bo 
shot at in tho courts. J do not bdlevo 
it is possib]e that the Govcmol' or the 
Bank of England or Sir Otto Niemeyer 
will bo caUed upon to P.'Y this£6.ooo.ooo. 
But I llliok IIley might he subjec:t<'<l to 
a good deal of whac ia kuown as lcg.a.l 
mangllng in the eourt5 in Switxe:rland 
and J, personally, would like to~ some 
mangling. It seems to me thnl they 
adopted the attitude, " The No•ls have 
got control of Czech bank balances by 
violence and we ha "'-e to band ovu tho 
mon.ey to the gattRSltti who ha''O broken 
into c.cchc>Siovakia and Jciuod the title 
deeds of tbe property of the C=ha." 
The ditec:ton of the Book for Inter· 
national Settlements simply .. id, in dlect, 
to tbe gangsW5. " We r<ali<e that yon 
are right-" I think of tbe5e di,..torL 
it must be said that they eame. they .. w 
and IIley capito!ated. 

I ask the bon. M~mber for JloJdtmm 
(Mr. C. Braithwaite) what would be the 
attitude of a l).ritish b.1nkcr If a f:1"f;Stcr 
came into his OOnk and att~mptf'd to 
cas.h :a. cheque !'ig~cd by on~ of hi• 
customers when he knew thnt thRI 
customer 'was under durCSA? ll i$ ()fr• 
fcc.tly cle:;ar that the b:wkcr would not 
cash the ch«fue, hut woukl send it bnek 

c 
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remember JU~din« in the -b of '1!6 
Swift a criticism of the Irish '*' n:::J 
in the eichteenth COOIUI)'. S•~t IIOid 
was very tnle that the bisbopo •ho 1 

appointed to Inland by a c;o.....,_ "'; 
EosJand ond. when they had ...._ 
ster.lted in London. Jolt !hi. <ity • 
the highest reputation for morn~ 
scholanhip and discretion, Bu.i-1' 
addt.'d, it wn.s evident that ...,.hen' 1! 
were crossing Hounslow Heath they~ 
S<iud upon by hlghwny robben •ho 
stole their robes and went to helllld 
h~ the.ir place, nnd gre;~Uy di.scrcdited tdi­
g•on m c.bat country. Somebody i~ try 
ing to •teal the clothes of ~·• Chwdb 
of the Exchequer and of our T"'""'Y 
officials in thi1 Cuch affair. 

I not •• u.l tn b. \tfy rontrovtrsial. 
\\ h 1 I h )\t 111.1 ,., b.r •ill lead no ooe 
''' t .. ;.. \\, ' .. m ,ur,·, th~t t ha,•e b«n 
m .n, '\ ,,. '''' r u no.~•riom of the Go\·· 
trnfnl nt llut n•IW I prt•pose to say a 
"1•111 ,., h\t• ~hnut ~lut the l'rimc .Minis· 
Ia 4".111, tlw " mf01 mal negotiations " 
"hi. tl olll' .:·~illj.: (lll betWI..'Cil the Nnd 
(,l·ru•.•n lt'J'h "''rllaliV'I't~ or the Rtichsbank 
iu lu11•lun .md 11411 1rtw•urv oftkbJs. ~ly 
l!t~rt l"ric·u•l 1lw \lt~nlx·r ror E.1.st Aber· 
ih·· n ht Ill\' f;r& 11 "'urpri"t. blessed those. 
lll'J.:OIIlticm nw Pnm(' Minister is DOt 
110 t.~lrt· .11\c•Ut lJwrn. I I~ ca.Lls thtm 
'' wl 1unl ·• Wtu1 .ur the Government 
nc t:t '"'' 1 • lhf'4lt t Tht- "'"-"('1.5 and 5.1\ings 
of lht ( t 11 '!'-I<" .tk ptoplll', lodged in 
l•JO.I•rn \\ 1th •hml art they nrgotiat· 

Ill#, Ur • "' '"' 1m :in- that it •"OUid 
No •ill• ahf r •. h ... but not .11 ~. Thn· 
Uif' nr.,:fflQt~DJ: \\ilh tht Xnis wbo pi· 
rounJ ( II'\ b.,. !"1-l, '"i.a an~J robbtd hu 
nf hn f'O•t.,,«"'Unn". ~ ar(' f.b(" pc.-ople 
'"lh \\~c•rn "'" lfr nf'goti .. ling, Xot ~ 
Cztch h '"' ·tnt fit lbr:,t nt'gotiations. 
Th')' c.-rtJh'\.1 thr...r .L .. itb, tht'' own this 
property but thfy a.rt not rCprtS(':nt«<. 
Th~ f;•lllf.o.,.ltN \\ hO ('ame in and c-aptured 
theu (ountry art thO'-e "ith ,~horn the 
~~.'·erruncnt .~~~~ nt·goti~~ing . 1 arn stag· 
~Urd hy IPu<i Uft"il o( m(ounal UC':f;Olia· 
lion~ bchte'fn our Trt•a.surv official'> 
'~hOSI' auslt•re ll r:~d ~its iu thi,. Ho~ 
'1nd thft repn>itnutti\'CS of ~ncb men. I 

I have not attempt«~ to make auy Ql. 
tuLuion of what shall be left by ny <I 
surplus. but there ahould be a W!y 
substantial surplus whm the ripts 4 
British claimants have bem met, .,. 1 
<ntirdy agne with my bon. Frillld • 
Member for Eut Aberdtm about tht .. 
tination of that ""\'lUI. Tbo Clbjut <1 
these informal negoll;otioM is dru. n. 
Nazi bosses of CZ<cho·Sio,,.kil an Ill' 
ing to get u much Catcho·Sk>vak -, 
or assets as they ca.n for tn1n5fe~ tt 
the Reichsbank an Berlin. Wh:u are 
doing here o thcrwioe? Doe. an}'llo6y 
think that t11ey nrc sitling round a tablt 
here talking amiably with TrtUGry 
offieial.J about tho weather :•ntl the prict 
of fowls? No, they aro trying lo &ttaJ 
much of these assets aa ~sible Lo tab 
back to Germany in order to buy \'ari:lal 
metals of war wMch will be required • 
the day when )I...,., llitler and C. 
pany really believe that the m>jor _. 
and·grab nid is ripe for dtlr•"'Y· So 
that we at the prt'SC':nt tin~. iD IAIII:Ir& 
are acti•'Oly hclpin« the CtrnWI ,_ 
mont prosramme. and oar Tr<UIIf,. 
cials an sitting ""'nd a tabk t.llbC • 
people about stolen «<>neeS 0< aboat ... 
mucb of those stoltn ROOd• ...,... lit 
gh-en OO.:k to Cmnany ln ordtr 10 bl» 
tate her rearmament prq;r.unmt. 

Really, this is the n101t l(lu>lid f..,.al 
appeasement. PoJiticnl apprMt[ld'l" 
the present Hmo Is, of eotln-4!, out of dr 
question. Tho by·eltoclions, aocl * 
various political dtwtlopnwnl-8 1n tbe Jail 
few months show that U1M policy at.: 
r.\t'e is dead nnd damned. but some 
of appeasement is still, appMtnOy. :l:; 
to the heart of tllo Go\'tf'Un1tot. to 
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lor fi...ndal app<aa<m<nt. But it and that the British Go•ocmm<nt would 
f' 11 uy ,qualid form of financial ap.,..- not ~ the Government o1 Cz.echo. 
• • ' IJ<aiiSO they are appea~~n« the Slovakia. They are two of the .,..t 
-· _llh the money or the unlortu- infiU<:Iltial directon ol the bank and are 
~Cz«hs. 1 think it would be a htt!« regarded as its co-founden, and it was 
lonll o1 fuwo<i>l apptaVm•nt to pve thoi;r dnlf to go to R•sl• a'ld protes: 
- - •• our own money-not, elf against this sumndor ol Cl<ch ...u and 
coUl1t t}ut 1 am reoommending any s.udl if tbcir colleagues would not ta.ke notb 
adion; 1 P'f that th ... Informal oego- of them, they should have resigned. 
Jiatlons, •h•ch m•y shortly become 
fonl'l:a l, fll'l" hi,:;hly d.lnftcrou5, o.nd no one 
it.l this Ho~ apprO\'t'S them. I ngrec 
v.·ith the bon. Member for EaAl Aberdt..-cn 
v.htn ha &.1}'!0 lhat H the publle find oul 
that ool only :~rc the Covcnunent now 
v.illing to rt"Cognise the Cermun eonquc.'St 
ol Ct«llO-SkN·.tki._. but arc ni!IO going to 
t1kt lht S.l\;ngs of the Cuc-ho·Siovakia.u 
ptOPit and tDn .. rrr tht-m to Germany in 
on:Jrr to bciliut~ bet reanname11t, there 
•il inc.f«d br as mj,ghty an uproar u 
.-,....,.,..,..the Hoarc-Laval proposals. 

uSp.oa. 
~ JoU Wlldtaw.MUntl It is one of 

tilt urot adva.nt>,;es of the House of 
Cc:.raoftS thlt in a Debote of this kind 
n art abl.- tn hear both iidtt of a quts­
tion. ThcrtfM""e. my hon. Frtt:nd the 
ll""bor for North Pnddington (}lr. 

• 
Brack-en) "ill urKicrs:mnd when I say a\ 
ODC'f: that I think I disngrec with a t least 
three-qu>rtm or whnt he hns j us t said. 
Of ronr,e, I do rll)l dis:.grce with every 
t,n)n), ;and I . ilpJ)r~ialc, ns. t nm sure, 
did thev.holt House, the very brecty way 
iD .,..·hich ht Jmt his nrgume:nt forward, 
but v.·bcn he w3s den. ling With the posilion 
of tbt Brili.;.h directors of the & nk for 
rntenational Scltlementt, I am bound to 
"!Y that I found it im.-lble to follow 
!tim- As I understand his argtune:nt, it 
"tha1 two diroct<m. bting a amall propor· 
""' <ll tbt total Board of the B:rnk foe 
1"!"">tion.l c;.ul<m<>nts. >hol11d have 
~ to that ban\ giving an order to 
• . Ban~ ol F.nJ;Iand to dispose o1 ..,... 
llich did ""' htloog to the latter. but 

00 tht ll,n~ for lnttm•tion;ol Sdtkmcnts. 
· ~that. •f th<y had found that the rest 
~ r coll•gues did not agne with tbom 

fY c;!)?'11'1 h;m .. made a public prot~l 
illld ""&ned from the Boord. 

tht Mr • . Brad(e~r f musl say ngain tha t 
Rritipo'"1. at 1"iue i!l thi,, th:u the two 
~J' sb drrt-chof'CI on 1he Bnnk for Inter· 
lhl~l Srut~rncnt.J were perfectly nw;lrc 
tn lhe Bnl1"h Govcmment hnd ptl&Sed 
u;~· <>lll'd the Crecho Slovokl• ( llcs· 

s on Banking Accounls, ete.) Act. 
s,. ''* 

Sir d. Wltdlaw·MiiM• It would be of 
grc"-t advantage if we did not mix up 
two things. I am dealing only whh the 
position of these directors in connection 
wiUl the demand on the Honk of England 
(or Ute transfer of mon~ which beJong<.'d 
to the Bank for Jutematlonol Seulements. 
J :un not at the lhomcnt concunod with 
the issue as to whether they felt h their 
pcr.;onal duty to m>l<e a public protest 
and ll:Sign-that is a matic.r entirely for 
tbemsel\·es..-but I am coneemtd v.·ith the 
position of the Bank of England. which 
had money d<'P""ted "itb it by anotber 
bank. As I ste it, tbe Bank o( Engl.uld 
had no other coune but to follow the 
instruc:tioos wbicb they r<crived from the 
people who owned th• money. The 
money wns the property, not of the Bank 
of England, hut o l the Bank for lntor· 
national Settlements. who were pc:rfoectly 
entitled to 53Y to the Bank of England, 
" Transfer this money to America., to 
Japan, or to Gennany,•• or to a.nywhe:rc 
they choose. 

The proposition which h;~s been put for· 
ward several times in this Debate. tJmt a. 
banker in the position of tho Bank of 
England. holding funds belonging to some 
other party, should he able to diJI>OSC 
of those funds in a way contnry to the 
wishes of the ou;'Oef, metdy because 1hey 
think that the .....,.. has no ri&ht to the 
fUJ'Kk or is giving impropa instrudions, 
is. to me. one of the most extraordinary 
statements that I ha\-e .,..,. heard. I 
completely fail to und•..,and that atti­
tude. but I want to AY that that doea 
not oecessarily mnn that I diQgrte with 
a."1ything tlut has been Solid thi~ morning 
regarding the desiro~bility or otherwl~ ol 
continuing the Bank lor lntcm~llon:~l 
Settlements. I am not at all sure thM 
l do not agree thnt the time has oome 
when t11e Bank for lmemn1ional ~ul~ 
1'11CDlS might well disa.pJ)Car. I think 1t 
bas perhaps se.rvod it.'> pt!iOO of US(Iful · 
ness but that is quhe n different JJMble:tn 
fro,.; the probltnl. which h;~s bocn so ohcn 
s tatod th.is 1no.rni•1g in one ronn or 

c. 
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(~ot J. w.otb" lf>ln<.) namdy 
UQ~~bl:r, tWt fvt i01'M r~~ 1 ha,,; 
bfralt"t •-o h.l\t' )ymt!Qth,.--..-hrr bon 
u much .. )MJ.Jthy u hu any J' Cue..,: 
u t. r • nh tbt IJOI.I non umkr 
~'"'"k••· '"'" ts.mk of 1-..ngUnd f this 
lbor m••ntriiiOrt"' (•f thf' Go'''--mmcnt o • 

tly houkl h;t\~ l ilkrn an act.aon 
rouu • kl 'bly take nllh-
•h•ch no ln;an cou pos5J r not fulfiUing 

ll I n lit thr Jltr-l ltOn o t;: tw..t ttw hon. Mt·tnbt.'l' f~r Now;th 
t.unlwth (MI (, ~tr.nl ,.;) , (no!~<'~ fwd~ 
l llh It I -.1~1 111.11 th<'< ()hf;l5C 3 C ~ 
tht Ha .. lk uf l·nKiuul" "oukl soon diS· 
a I lc.il' d tlH l)f•hry lhlll he n~lvoc:lled 
.,.I~ nrH fnlltwud, but surely It would 
mnr•• •lu•l"ld)' 411._11,1M:'ar if we had. the 
ptnlllfJO 10 "hl\h a OOnkd \\':J<; ~nll.tled 
10 d•.1l \\Jth 111,11my t·ntm,ltfl .•o h•m m a 
•'3V Ct~nlf.ll)' tO tht- tft'ilnJCUOil.:i O[ lbe 

ro~· ... "' """' 0"111"1.1 the" money. 
Mt. c. St,...., 11'1U th< bon. G<n_tJe. 

rwn .t.rt.tot.d "')' ~aut~Mlft If ~ dtpOSitor 
b... .a 1r1 .. t tuh<l \\ 11h .t. t .. ml.t'r ;and sends 
1n..trlkl.,., W tb .. h.anlu "bich he knows 
~h an \ !IIlLI" 141 ut thr lnbl. Jou.rdy the 
t .. 'lfl \l tn1l•r \\tJI .:~~.;r,~ that tht banker 
ul1,J.1 th.l'<o(' tth unl.~t.lJKa is acting c:or­
h th ~.~, ,)l ..... lit') dMlilt inilruaions, sub­
jnltu u•nhrm.&tt<Cifl, 111qutry, and so on? 

Sir J , Wardlaw-Milne: That is a ' ''-1)' 
h)IM)!hfli( .11 t :l'ot', hut B" ~ 1.4.'(' it .i:t b3.rtker 
i11 tnllllt'il 111 dt-.~•h•j' hi~ mstmcuons only 
1f lw "·'" n·,,..cm 10 btlic•\'t' thnt they ::.re 
J::m 11 illt~t Ill), ,111d ir iu this case it 
fnuld h\• IUO\'\'tl thJl tl.e- Bank for lnlcr­
n.Jti.uutl XU It nh nh did n~t ~ve tbf" 
ln·•Uul lt.llh ur h.ul uvl lht' right to gi\'e 
tile" in lrudiun, that \\OUld be t(uitc a 
d1fft rt nt ,,., ti.m. Hut hue is a (<be in 
•h~o~h thr n 1nl.. of 1-:nJ.ilukl could not go 
l..tr1h• r h.u 1.. lh.\n dtt' prvpk- who de--
1'11."'-11\"d the· ~I'M.)' •1th t~m. They 
could n .. t P' b.·lund thtm ,a_od say. 
•• \\hth ,litJ >'* J.."rl the: money? Did 
}VU c-t 1t tCoth<d) 1 •• nth. ts a pchi­
... , m • hk h de hi:~ lit in~rwtion$ were 
l:i\tn l?· lht u"ncr" of tht property to 
lbo"'_. \\hn lud n •n tru t, ;md clearly lhe 
U.ml. of 1-n"t.'hl.l h.1tl II•) ~thrr course 
tl1.1n In 1 JU) o.u lhctr in')trut:tions. 

_ !"r· Brackoru I d rn~· ~i\·f' my hon. 
l•nrrMJ It "'flt"flfiC' (',,(,~ _ .\ftt·r Auqria was 
attark•·d by lht (;rl'lllilfh, lht> Rf'irhsbank 
in Bt rlfn \\Nit to C\'ll.1in L.ondcm ba.nl.:s 
and il"kt'tJ thtm to d<'livrr montys held 
on Au~tri.1n ruTount to variow; br:mchcs 
ol U11" Rt•kh .. h:lllk, ruwl th~ l.ondon 
Mnk.s l't'fusrd to dclh·,·r that monty. 

Sir J . WardloW:-' I <>-. ~ I 
-· say an~ obout 1 - ~ wbich I know noth111&. but 1-
knowr.dge of anything thlt th< C...: 
authorities may bave done. h dots .. 
gi\'C me much cnoficS•nec that •c ~ 
follow such a c:oune. To me it i:l4f11t 
clear th:.t our actkms mu~ oe il 
aooordanc:e with th$ proe<dure ~hlcll"'l' 
private banker wouJd adOJH. Tbe haft. 
Membor lor North Paddin$t011 rdemd 
to tho dangers of neRotiatton11 betv.• 
the Govcnuncnt " nd tho German llutbo­
rities, and mndc tho 11tatement, whlth 1 
have no doubt is corrrc:t, to the tffect thll 
no Czechs were fCJJrcscntod ir_t those rwgo. 
t.iations. So fnr a.s he is amuous to :l\'Oid 
any tmnsfer of money to Gtrmaoy bt 
can be a!SU.ted that the whole H015t 1 
with him, but the point which he taps 
is. as I unders:t~nd it, that tbm is 1i1:Jt 
tikoli~ of any money boing tnmf«<W 
to Gmnanr at all b<auJ< the~~ 
thtse Dtgohatiom are in coruwctiol .,.. 
claims oo behalf of Britbh oubj«b. IIi 
it may \'try "cll be that il is _. a 
th<: int<r<SIO of Britbh aubj«ts th>t tift 
oogotiations ohould go on. I .­
strongly object if the n<piatioru .,... 
the transfer of 11 great dto~l of mtp')' • 
Germany. but if th~ negotiations mea:~,., 
the settlement of a large nomhtr oft • 
in favour of Brilish sub/'oc1Jt I do QOt 
think we should take up C 1c lltlitode that 
we aro not pi'CJ>3tod tO ne~otl"tt. ~y 
main object in rl.!llng was to empb1J8 
the point thot the attitude of the ll.1lli 
of England wns the only po:"i!iihle auit!ldt 
that could have bctn tnkt:n up en g, 
circumstanc:es. 

1.31 p.m. 
Mr. Lloyd C- 111 I rally ooglll.• 

apologise lor talti~~j; p<~rt in th< ~ 
at aD. b<aUJ< it IS the ,..,,.r.d~ 
tbe House that it sboold he ,_,.... 
mainly by priv>l< )!embffi. ~ 1.,: 
wdl symp<~tbise witb that. h>•"'C 
a Privote Mornbor longer than "'I~• 
the House. As. ~e,·er, tbto. ~ 
Ius dc\·cloped .. the ....... or my~ 
vention in the debate laJt F~!:_~ • 
bound to say 11 few word• tn '~":'­
it. 1 came here 1MI Friday to In•!~ 
discussion on behalf of my he;"'· FdJifS. 
below the Gangway on fore1P,l' pd 
On my way I tcad the m·" •P"JM'fi J~P" 
tlwrc found a Statement in lfVC't'lll 
papers-- •. " "I Ttio 

Sir .1. Simont ll was the l)ltY 
graph.'" 

All~rMfll- 26 MAY 1939 C.•~_.._ '1-'1 
q)J d c.~• That Is abe one I of .£s.ooo.ooo-aud I thlok n<aru 

llr· Uor .,.d--it is a hici>IY reput· £6,ooo,ooo-ol Cudlo-Siovatian -
~ti,-e "'"'<f>IP<f· nl!. thougl>thatt which •ve dl'pOSil<d in the Bank o1 
- 1 rud ,.... 10 ... 111& England ba• e .,.., banded oY« to the 
..., ~ ....... spealW>& 1 divened from the ReichsbWo.. Would .{;::'!.,hive be· 
·~ •h~ 1 was de,·doping and I sum· lie,·od from the Prime • • 'a atat• 
·~ ... tbc otat•""'"' Ito'" mun.>ry. I .nena that that traJ....,I.ioo had occurred? :i7o"tbc right bon. (;ontltm.>O • • ~ think Jt O<X:urred with tbe COlllftlt of tWO or 

gbt to ha\ e some exrlanation of our repre!iefltatives on the lnlt"'"ftational ;'hl,. ~ 1 "'"' porfectly wei within the Bank. The Chancellor of tbe Excl1equor 
..;..t.t.s of a )1embc:r of Parli11tnent to a£k knew about it. He has sajd 10. U 
'~'t from 11 MiniS-ter. J drew aome con· he denies it I can quote what ho said 
' 1asmns as lo what tlJo c(k<t would be about it. 
~ dte facts were sucll as they were repre .. 

ated 10 be by this irnfJOrtant newApaper. 
n~ siiltnac·nt which ap~red In tho 
Qt'&'Spolpl!r ~;_id that tbc Tru1ury ha.d 
lf;ll."C.'d to this transaction. I natu~lly 
a5ttd lbe Tn.-a!ury what the explatta.UOn 
.,..&S. Nobody now will aay thal the U · 
pbnation \li"al fair or a:trai,ghtf()(\ltard. In 
bet. it ns 'Uf diswgtfiUOUI. The .Prime 
Jlinisltr stated tbat he repeated m tho 
u.... what he had .,.., told bY th<: 
lrnsu}'· Ob\·tously. therdort. it was 
tilt T....ury wbo ~•"' ~blc. U. 
as w •kat th(" l~me Mmillt'r saKI in 
- to lhis. lie said that I took a 
'""Y pc!om)• , . .,... of Ibis transact ion---

Sir J . Simon: Ptthaps the right 
boo. Gts:~tlcmau will be willing lo read 
thr satlt'O((", 

Mr. l loyd G""'811 lie 011id: 
"The riJtl!t IIOtl Gentl(!mAn round t&not.M.r 

tllbjf<t ror sloum in a lll()ry tn the prtl!t 
l.lut a ti.tmt\11 reprl!lt'nt:atlve Wat In thla 
coaauy enp~-d U!,X!fl 11 tl lllttctr rnlulon In 
(OIL"<r'qUI'R(t of whtth u,e IJrlllth T~MUt)' 
.., tt rdr-.Aw (.s.ooo.ooo ot Cz.ec:ho--SJova1cb.n 
awt' t.., tftot BAn\: for l ntc!ma.tl<l'rta1 St-nle· 
BM:a6 tor lbe btoodit of the Rekh.1bank." 

h b tht 51:\tttucnt in lhe '' = T elc-
ppll " whic-h I h:lVt summa • . 

I - b.J \4 Le aM~ to r:~ vp tbc 
~~ W C'of:nt~ 0111 tMt pank.oa..r 
,.__ tu..,._ tbt- who&e •torr t. a IDIU"e'• 
..._ Hm \\ohlta.e.-tM .. liM ore the en• =-- 111:tt lA ......._ at all, u h bappcDI. 

UTI!o. tJw. Trtllhry- hu DOl ~ to 
rdtMr U) Catt~ldaa ueeu to the 
&.a ~ , .. ,. --nat...,naJ ""'~'·' (H' to any· 
_. d. 11Mo C'mlv l't'........ that baWl hem 
-st hU'f' '~ II I~ O.f ama)J &lftOIIDla 

1 • lri~ hom C-t~Sio-.•&lda, apart from 
::; ttlf-a.., flf f.ma11 amounbl to pay \ tade 
lb.rdi -'*' no!Jftl' oont*ll mAdG before 
ro ''ll'Q 'tbt.l hi • amaH m.nttt.-
tarn"' 'vL Ruotnn : tt}th May. 1930: Colt. .,.,, t<l. l47·) 

Would anvone hn.\ 'C bdicved from thAt 
"~t _lhe tn\nJWJction really wa11? l.et us 
byta t 1t as it i.s gt:.ucna.Uy ndmHtcd now 

t:\'ervbody in the House. An amount 

Sir J. Simon• It came Indirectly to "'· 

Mr. Lloyd c-. .. He I<JICW about it: 
that is what I am saying. 

Sir J . Simon: I am not making any 
quarrel about it. but I will ••plain how 
far I bad any intimation. 

Mr. Uoyd Ceorc:e: Here were •wo """ 
pmtntatives of tbo Britbh Govmunmt 
on the Bank Icc lntmutional SettJ&. 
ments.. I am ama.zcd a.t the •-ay in whk:h 
the position of the Bank ol Enpnd hu 
.,.., nrisreprcoenterl. It is treated u if 
it w<r< purdy an nrdirulry bank with no 
responsibilities to tlH: Government, no re-­
sponsibilities to Parliament. except 1he 
responsibilities that we all have as eiliuns 
of this realm, and no n:5ponsibilitits to the 
Treasury. That wAs never the attitude 
ndopted by the Bank of En8bu~ or the 
Treasury in the dnys when my tight hon. 
Friend tbe Membor for flpping (Mr. 
Churchill) or I and other5 were at the 
Treasu_ry, or even the Primtt Mlnister. 
They were always coosulling us. If th~rt 
were anything that involved a. g,mu pnn· 
cipJe or a matter of 5;>0licy. ~ ~trtainly 
i£ there were an)'thini whicb tnvolv~l 
fofti&n affairs. tb~ wc:re con~tantly an 
toodi with us. They would .no•. have 
dreamt in the okl. day~ ~f ~tmng mt4? a 
tr.m•..:tion of tb"' kind •o>tbout -~ 
the Clwlc:ellor of the F.>dlequor. Thil 
is a slackness. a \oostrW'SS of lrtet~_l· 
which must ba\·e been introduced ~ltbtn 
the l3St vear or two, becau.r.e IJlllt tl noc 
the vieW' which any oth<:r Chancollor of 
the Exchequer or .a.ny other Govt'mor of 
the Bank of England woukl have taken 
as to the n:]ations belw~n the n".nk and 
tlle GQvcrnmenl. 

When the Bank of England l:tket' II c.er­
tain line which impinge!! upou foreign 

I. there is nobody tither m thil eoun· po l<y ' h dO<S ncl try or ;my other country. w 0 
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~r l.lo)J (af'.lft.;(' • • 
b<lio•• thAI ~ 11 II" polK)' o! the Co-­
cf11DIIf1lt rtunc~tllun of tbr f:Xchequ« 
lw,\c \rry ol1rn b('tll ddf("fl."nt ''1C""'5 from 
lh t.t-M t~· the c;o,'('ffttJ( ~ the B~nk 
ot t.11f;l uJd ,.11 ,.c •• u.;n . .-ffu.:U;t.S f~ 
,..,un•rl("'. 1 thd Ml t.tkl' 1br same 'lt'o\' 
u l• .. f;,."m •f' (1t lhf' flank of _England 
\\llh rtJ::!iTJ IH l<q•:trahOU", for IR~Ianc~. 
t.u1 h• u' ,, r un h,, n"n ~utbonty as 
r~u\• rw•r nf thr H.111k uf, England not 
m 1 h ,J,, l.u. cl th.tt pohry but :.cted 
111'"11 it 1 \I'll U lit' \\OUid haw h:u) . the 
I'""', 1 '. ,,,, u. II•· 111ul :~ pt"'rf"'' nght 
, .. put hb 'i•·\\ , 1•• full· tht~ Go\'trnmqlt 
u( tilt' •I ..... bul Ill' lmn\' JX'If~ctly \~Cll 
th ,, I, , .. u!•ll•·•l a• t UJ~'" a mJtttr wtuc.h 
u, I• I a u.•t 111111)' o-lht r n.lli•'ll5 3$ 

" I ullt '''' n "ith(••ll hr:.t c>bt.tining 
1h nt..IC:•tl tf d11 (~''''mmtnt o{ the 

\ l 11 i , n16!ol "'' 'r.1ur•l;nary doc· 
t 1 1 , t""o ntkm.n Ylho :are 
nL•'''' ... • nc-• •of 1ht l:bnk o£ 

t r~~l but f•l•r• ttt.ll!H'I vf the (tO\"· 
t'rnJNnt • hD llff' afllJOrntc'\1 t.._· thr Go,·· 
l1'n I•'• ""~""'"' .\t ;l.D}' r.ut. 
tb.' ••1 dtH('fM c I thto Hank of 
} hll. onr (ll lhrm 1..- nJ: thr GonTnor 
and l110· o•lu 1 :a ''" imJ'II'•TUnl dirtdN. 

ltht\ (!1CI~In~tC ht\l" ah·..oh"t-d tl.rm­
'~ h<>tll ~~~ If pun-il•tlil)' which the-y 

h •lul••l•l th• · •II· um 1 •nrC'S as directors 
t•ll't 1t.u•k ul l'n!.!l:t!ltl. 

S~r J. Wardltw·MIInc: 1\rc th•·y 
·'l'l.,iut .. l 11_,. 1111" (icl\1 numnt? 

Mr. Lloyd Coor&er Thr Ch;lOCC'llor of 
I • I· \• I~~'• IHI r I• i!t lilt' tiW\' \\('r(' not 
·•PI'' nl I II\· tht t~,,,.,~rnm,·i1t. 

Sir J. Stmon: L h.n,· J lr •. uJy !>.""lid they 
"' h ltro•f • 

nj,llt to 1t u~ a bursJM who ho. captor 
beonr boods would have a rict>t to .. I 
tbem to a bank and ult !or the ra;h btt 
it "-ere kno..-n that it wu the ~ 
who wu a.sJting !or the cub. "<>uld 
banlr rn3J108<' pvo him tho """"Yl '({ 
coo"" not. Legally whee thry are 
scnted the bank hu no ri«))t to ~ 
into an argumtnt and a&k, •• Wbne :! 
you get them? H •"' you got tb<t, 
honestly or otherwise? " - that is d~e 
whole point o r bearer bond~. If 
knew that t_hcy had been burglrd, u you 
knew the date, If you knew how he Q 
broken into the bank, knew the w~poM 
used, kt'aew how he burat tile S3fc lid 
took them out, what 10rt of " fool « 
knave would the manra;ger be v. h!l caJbtd 
those bonds? 

1t is nonsense J,o treat thiJ q~ 
with th ... miserable logal qmbbl<s. fint 
of all, you know they are 5tokn poll. 
you know that they are soing to bt M 
to your detriment. you k- wt t1tt 
..-hole transoction .. ;u he ,...p<n<d .;a 
when the k:pl c.la.imant may hl'~ a 
chance or putting hiJ a.. in • ltiJioor 
court. But a.Jl these facts \\(1l' k-ft CIUl 
of the uplanation of the Primr \hnbttr. 
It was aU •• a marc's nest." The lltit 
bad ho<o captured by the hrig,nck. bt:t { 
the mare was in our su~ble, and from all 
J can understand It is still there. I bnc 
other questions to JHil to the fhanctllor 
of the Exchequer, because I do oot want 
to keep this ::u·gument merely <In tht le\·tl 
of n dispute between the J>rhru· },linis1tr 
and myself on a m:ut9r or t'~J>Ia~!ion. 
But there it is. After what ht" ,.tid thm 
is no one here who btlirnd du: 
£6.ooo.ooo or Cucho-Siov•ki>n J\Oid 1ud 
been transfemd to the Rtkh.,bJnk. ~ 
one would have believed tlul •e bl 
partOO with any mont)'-t"'<Ctpt • 
rt:£ogees and in payment of ioCDt t8d 
tri>ial bill$. That wu th• im~ 
convey~. 

I agree with my hon. Fri.nd bditti 
me that there hu been far tt'IO m~ fll 
this. We had the same thin~ Ut C< 
demte on Friday. J put a quf'l'.oon •u• 
whether the Government had srcurtd dlt 
ad•;ce o! the General Stn!! bcfort tJwr 
committed lUI to thnt c>.traordinl~' 
pledge to guarantee Poland and 111>1111"' 
wit1lout any assurance of fUJ!port f~~ 
Russ.il. 1 asked :1 I('C(Ind ume •• , • 
answer. J asked it of tht \\'M lliBJst:; 
my righl bon. Friend the• Mrmb<r 

•11 .. -IJJ'.,... .. ,_ :z6 MA v 1939 
··jl ' ·· . ~ it. a.od al Wt "'., ~~.. JlaL fact t.e ~.nct'a.k:d lr .. ail ~ 1:~ 
~1 the House coulcl reo( ... ured of Cocnmoos? Wby an we to he the 
dll the c;,MrnJD<flt are always in coo· ouly people wbo an DOt to know what is 

l itlt .00 coooulting the e-ra! SWI. going oo. wheo we an rqmsentinf 
~do· oot Jbme Jum. lie was giving 4J.ooo,ooo people in this country? 
~ \,biC'h Jud ~ put into his think we ought to know. 
bJJIC);. It -u not .true. To Af that, I am going to ask tho Cb~llor or the 
~Y· t.bc:y arc m con~ wnh the E"cheque:r this: The cash iJ here now, so 
~~~b~~~~r o:~ce j~J'pr:!{o~u:h~; I .h~ . . I noticed lhat he did not contra-
body S rr 

1 1 
been consulted before d 1ct 1t when the 5tatemcnt was made by 

GmeraJ · 1.\ '3c It w:lJ Intended to 000.. an bon. Member behind me, nud ( asked 
lh11 g:am.n ~;._.Won • That impression a couple of hours ago about it. J told 
,·ey ldl ~ 111f 

1
<,(' 

000
' him that 1 had just hcan:l that 1t was still 

•·ou a , tl • • . here. Is that so? The right hon, Gcn-
And h,·fl' b a110thcr ont', hero. 1 ~ .n st:~:te- Uoma.n cannot contradict it? 

r.'ll'l1t u·hid1 "ould convey lhe unpn!M10n 
that Lbcn.• "'·b nothin~; whatever in the 

1 

.,.,.. about the (s.ooo.ooo or £6.ooo,ooo, 
;u>.~' tlut [5.0010.000 or l6.ooo.ooo had 
Dill bttn p..1··....-d 10 1he Cermans. The 
q~n "'~ thl r thr Treasury mtrely 
lCqDlb(t"d or ~'"''e ib conKnt is, I agree. 
.m llllfl"'Unt powt. They decided not to 
;a(\, •bicb mr.ms th:at they' acquiesced. 
Tilt: •• D.&.ily T t'~~h '' atat('rncnt was 
t»t ch<y lud • . Wtll. in the cir· 
cmtbb.nn-.. tiH:.rt iJ nol aU thai differ .. 
dK't" bd"et n thC' t¥.0, At :my nte, there 
v;m the mam b.cts o f the story, that 
mii1ioru. 6! c.t• kn l'n()l\OY b:1d bern t•kcn 
J.Wlj' for c\"Cr. 1~ on to the robbef'5. C J.Dd 1t b;~d l)('i n done with the consent of 
Slr _Otto ~iuucyt.r. \\hO, I bc1icvc, i.s 
prbid~'11t of the 13:wk. At nny rate he 
J.nd l it. N(')rrna.n arc both directors of the 
li.tnk C•f Luglo~uc-1--

Mr. Ellis Smitht ·nu) friends of the Ger­
man Co'·\:rnm<.'nt. 

Mt. Lloyd Ct CH'Jt: I will t..'\y something 
1bout th;1t dirtc-t1y. No\ only that, but 

tl). ~o -un·. knov.ing it, took no action, 
oiOid m ~• lo~t u their conduct ~A"U con­
'-~ t~ tr.m..;tction ~ Ple through 
~ttaout Y tntt"rftrenc:t. It is amazing 
~1 .t!lt ·oo:~optt- 41oukl ha\·e gone there, 
Wctin~. th 'r ~tion in a ~t national 
~~ · 1c: great national bank, the 
'_ · k or_ this country--.a..nd never 
0 ''ttl a · lt> mumatMm 10 the Govem-
~1 of ~Auat was HOing on. Dkl tbe 
.r~~ "r of the E.xchequer complain 
inf:a: '"11 h(' h('ard or it- when he was 
Jnd _ 00. \\hen sornc ~;cmip came along 
L-. ~I "' mcthing a !.>out it ? Did be 
liQf nnth" r 
1:,~ C' h 111~ rorn, the representatives ol 
couQ•u~ O·Slo\'akmn Covcmment in this 
e<tr;;l) r Not a wonH That i!t mthcr 
Wt ;n nar\". Where did it come from? 

r• rnhtk.·d to know. Why should 

Sir J, Simon: 1 cannot contradict it 
because I do not know, but if the right 
hon. Geotl<man wiU he good enough--

Mr. Uoyd c -aa• This is vory im· 
portant. I asked about this matter """" 
than two hours ago and I .. icl I was goong 
to ask the right bon. Gmtlcman a qlk>' 
lion. I gavt notice to tho right bon. 
Gentleman that I woulcl ask th< qutstlon. 
and I hope that he wiU have an oppor· 
tunity or ascertaining wb<tll« the 
£6,ooo.ooo is in the Bank of E.ngl::md or 
whether it is now in the possession of If err 
Hit1er for tbe purchase of ann:unents and 
or materia) for making war. U he finds 
out that it is here I arn Mking him now 
whether the Government will rt'COnsid~·r 
their ;lttitude. Let bjm put this point to 
them, because 1 think il h:lll not been put: 
[ am very hopeful that war will be 
avoided and 1 am more hopeful s.incc the 
Government have decided to bring Ru.ssla 
in. I cannot conceive of rncn of the ex 
tn.ordina.ty position. shrewdness and 1><•· 
spic:ac:ity of Herr Hitler and t.ht It• ian 
Ouc:e engaging in a war in which th("ir 
chances ha'-e been so con!ptcuGusJy 
diminished by the introcluetion of the 
greatest military JKWier in the • --odd­
althoogh it hu btto said that tbue is • 
C~eru.in mad.Des.s in nxn. ma.kmg thmt 
fling the.mseh:es int~ impos.sib~ .cn1~ 
prises. That 1S the rnc:a..lcul.able thtng Ill 
human nature upon which you cannot 
depend. 

I personally am saJ1gulno tha t war "ill 
be nYerted the mon1e11t that 1hat agrre­
mcnt is signed. and i( it i.! entered hHo to 
the extent of ~grccmctH l>ct\\'e<'ll tho 
geoe.rnl staffs and ob"ious 1>rcp3mti()n~ 011 
the part of tbe three l'owtn to c.o-Op('r.ttt. 
But that is not peace. It rnust be foiiO\H.'d 
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7717 A..,._,_ thii: u ir at wu" an on~mar1 ~.,. !llr ·,~ ~~~~ .. ltlemcl>l ~ill be> ttamaaloa. II il the ....... of a . j 
by ""'~· - basioess • blunt pi.ooo ol budiuy P<rl'drltod ._ 
\"dV .... - II,. .... """·'·'· clio- aw-s wbo ha• .. alnocJy ...... "f 
L- had m<ft 00 ""' ...,. ~ It •L- - ... "- >""' . p ris 11 took COOilby a or ano..,... You .,._ 

.,...,.~ tbr 1lwiC "' • • ilh thai ... il It ...., &II ord•oary ~ 
,. .. nth• If )VU had had men " tnos3Cuoo. Banken do 

1101 
clooJ 

WJJ,ttnt inttn.ab who tna.dl' mutu.al oon~ those principks witb men or th:at ~ 
«~ it YI OOJd h:ne mkcn v.-ell O\~ a tioo4 But wheo you. meet tht5t-;_: 
ycu \\'l~t v.ill be thl positic.n then wJtb trits, as l hope you wiiJ. when it is -
rrg>;d to Czecho-Slovakia? !I the clear to the "iS'fliiiOro thollh<y ca..:­
fonuuntnl ut: taking itcps one by one any further. and they themseh'a ~ 
1~ build up ret~guition of lht G~an to be aruc.ious for a conftre.ll!!e, tet illt 
~mclut·lllt , lr~vJng nothh:tg, but Ole copu,tg- a conference with the knowJcdge that tbr 
~ltlflt' to bt 1•ut 1}11, you \\Ill not get pea~ power is bcll ind us , and kt.'(lp lhi5 QJb 
m ttw- \\nrkl ma th:al b:asis: but tb.at 15 of these poor Cteebo-SkwakiaJJQ 
"t~.o1t H~otv ~an• do1ns: All this talk about and protect it (or the honour of lud. 
appoinhri~t roowb. tl1i' trnnsft.•l'tnce of 
{b.OOO,OOO or the a....~l"i ~f Czecho- 2,,8 p.m. 
~lo\a)aa to Gmna.l1)'-wbat 1s that but Sir J . Shno•u The hour il not per:tup 
~nOtMilte~n? It i~ ' "tf)' su~antial re- a very convenient one ford&~ baa. 
f'C'Ir.nlltnn Trut. it lJ onty rtCOgnition by Members in la.rr numben in the H0111. 
\lr \lnnt>J:U SOil!llll at the pttoenl but I think it 11 rilht that I ~ .,. 
.._ nt. bcot tbr Tlt'a.<ury ha\"0 pnrtic:dly plain as simply u I can tbe '"'l' ..... 
IINJillf"'Cn'd and acq~ 15 only a tant matters which ha\oe bma n.iJcd il 
<O'O>P!Iv ...,hod 10lo"""ing. the dixu>sM>n t<Mby. I am no1 io 6t 

h least disposed to rqard them as -
Thaw ut ~II CIUl""tions •hich oug t to ponant, or as matttn to be pat oa w 

bt ltllltd u pon ol the gcnenl sctlle- side. and I wish Hoo!e to ~>diM • 
mrnt. \\'h.u are you going to do Yoi.tb ... 

6 
_ 6...t. • .._ 

~. u&.:t:tn CtmQD)'• "ith Bobemia, Yoitb wbt.n 1 say bu.t not appr~.J~Au u.::. 

Cutho-Slo, 'J.kia? You cannot give 
bdordund t \ trytlllng thc:y want and then 
t.11l thlln to a conftrtnrt. They \\ iU say: 
·· \'ou ha'e aheady n.··c:ogniscd our cOt\· 
' InN uf t'lt~·I)Q <ihH'Jlciot. It belongs to 
U3 now, lh h t il i'; you ha,·e "-PJ>Ointt.ocl 
ufflcl~ l~ lhtr1•, )OU b.J.\C! treated us as 
11111· Jt (~tto s;oHmot-&, rulcn and pos· 
..c·""'""' f•f th:ll rmmtrv " . \\'ould it not 
1"' ht:lltr th:u, in tho fntertst of any con­
f,rmrt "hkh lhty may ha,·c to swmnon 
Pf td ;alltnd a1 they must if you are to 
w,,,. n·.d J'llC'~ in tht "orld afttt tbest 
£"\llc'ml n rr.a.l.1.;,co 1lu.t thrir ~ of 
•gp-r-"'lQ i' to comr lou md-a.nd until 
)"OU d.:• th.Jt it ~ im(lOWolb&t to dul ~ith 
th<m thai tho- Co\tnuntnt sbould lal<e 
~~'P' n.·• .-nd Qy: •• Wr cannot allow 
th.~ f"\h I() ~. u.ntil •r ba'"'t a Jepl 
d«h•un upoca it" 

\l'bl"ihu thr dt. .... i.ion i! by our courts 
eor not. the- :u tJun "uuld h:t\'(' to be 
bl'nUJ;ht by <it'fniJUy. (;rrmany \\OUkl 

ht an the- 00'<. Thty • oukl say to her 
" \\~t~ thd yoo ~~ it: whont did yo~ 
c.-.ke n ftom :. what nght hl\1! you to it? 
You btl'l:ftd lhC' Mre: il that your case? 
Is ytmr claim the bt1f$1ar·, je:mmy? •• 
llaoy WOC!kl h:n-e to go mto the box and 
malct 1l1('1r c.bim. Jl i5 no u.se treating 

in what is Clllltd ,.,.. 

•• 
The first thing 
wish to deal with It 
once, is the suggestion 
Minister, on the ground of the liiSWtr 
which he guve to tho right hon. Gmtlr­
man on Friday lU I, could mlly­
under any reproach. Whoevrr n~ay bt 
bla!Md 

Mr. Uoyd G-P• lle said it tt!Oi 
... lly with you. 

Sir J. Sloooooot The Debate oo tlt>t dor 
since it wu a Friday. IWlcd C2Ii1 ~ 
did 10-cby, and I ra.tber lhullc lilt...­
bon. C.atlauan otarted it. Nntlitr • 
right hon. Friend oor aayooo ,,., •"' 
as I know had the 1cut icka 1hal 10 
particular 'point, which ~ riP! .,_ 
Gentlemen mention«! hoVl,. ':: 
seen it in a newspo.ptr u be Wlll. Ji 
down to the House. would be rU<d."* 
related to the Cle<ho-Sioval<io (R .licl 
tion of Bnnking AccouniJ. de.) "': .licl 
1 carried through the House 1Ul , • 
has been the subject or close uttc:D' u,. 
my part, and I w>a P'"fcc:cly • ...,. 
lonned as to whal wao h•Pr<""'f: ~ 
nection with that Act. \Vbta 

A4,..n4 __ ,_ a6 MA. y .t9JP c.,.,. ~M a?(io 

.,,. Gcntkmln made ba ~atioo. 1 DCOI.' • be gave to lhe l!Duie the lull 
:::-,..,. loc t~l, and uncloobtedly the iaformaJioo l.bat he bad. There wu a 
artidt U> wbi<h he rokmd unpiled., thai I~ that the expm&ion " mare ·o 
- bod .,.., done bad bem done by nest'' was too "'""'S a term. AI the 
the TRUll)' uncl«r thai AA:1 by way of te- time I did rot think 10, fDt il wu quite 
-. Ur.ttU""tionoblv that was the ellact plain to mo, and I thlnl: to mo.t 
of the anid<. and it· wu pla.inly impli:«' ldf!mben ol the House, that what wu 
. wbot the rigltt hoo. Gentleman $0.id. bei,. •118&eskd was thai, in connoction 
~'bal be came to this. his power of dra.~ with the authority wb.ic.h J have ov« 
aune out au.d it is the f:act tb.:tt, havu't«: the blocked Czecho-Siovnkinn ~t~~els, I 
plainly s~ggcsted that oomelhing had ~><;on hod just rcl<alii.'CI • great block of them. 
doM by the Treasury und~ t.he Act wbicb I had done nothing of the kjnd. 
.,1 should not have done, and tJmt tJ:tis wu Eq ,·ae meta ,1,0_ '"ere _ 11,., d t T • U . I "' .. .. • .._ 
simply a concession uo to t ae r'CIU!ury numerous in tlmt Debate as the the a·ight 
ghia,; iiS consent which the Act n> hon. Gentleman had been talking about 

quires-- looking a pov:erful gift horse in the 
Mr. Llo.td Geor&es I ncvtT menlioned mouth. Perhaps he would prefer me to 

tbe At1. uy that I think the 5U:ggtstion made was 
an attempt to pul o pa.rticulorly large 

..!~ J. Simoou lle point«! 10 me and cuckoo"s egg into my n .. l, and. u 1 had 
nothing 10 de with it, I naturally rci.....S 

'"llln' are 110( ~~ttrd)' robben.. b wo *"' it. That. 1 ~. -will show lO e\'ft)'ODe 
_. ,_.. 10 .c. 1M1 they ..,. t.be receh~ and •de ·•· •- • 
o1 .....,. pdt ... th 1-he -....elkin of the in this House outsi uuat h1110~ IS 
~ a.a..,no. ('If tbt ~un-. aod 1 no sort of rq>roa.ch on the Prime Minister 
..., t .. u ...._ tWI Ddlare ll o\er .. abaD at an. t do not think it hu been 
.. ,. ~ nplaaat._ of t.Mt "-~Ornct.u. appreciated by the ffouse thai thi:s other 
~~ 1'"~ Joby, '9.)9; col. ' tJ; vol. matter to which our attention is being 

I cbre-wy hon. Memben who were in directed is not one th:at has just 
tb< u...,. ob6<n'ed thai, thai not know- happened. It happened month• ogo. It 
ing \\bou the right hon. Gentleman had did not happen at the moment wb~ the 
btt!n rdtrring to. J corasuhW the otncials ne"'$f><lpet" article in quation appeared, 
under the Gallery, nnd there wa.s no one ot at the lime whtJ·1 we were then d.i.J.. 
there who hi'ld come P.n.tJ>.Ued with lhis; cussing jt. Jt was c:enainly two mooth1 
but a note CIUllO hn&LIIy down statlu8 in ago, l am infOf'm~. that this ~thor 
''«)'plain ternu; that it wu not lhc case question was first ta l.sed-(IHI.tr,.upl•o~t]. 
that a.ny release h~ad beet' given. The It was in Ma.rcb, and not in May. 

Prime )ljuister uid it was not true that Mr. Uoyd Ceorae: Wh('ll the Bank 
the German representative na.mcd wu in d.ecided on the transference to Germany 1 
tlti. country •118•&00 on thio mallcr, but 
!hat tht gtnLicma.n bJ qUHt.ion was not 
ID Loodon 11 all, ond anyhow the 
T rruwy hod not """""' U> re1eue any 
~Siovuioa .... II to the Bani: loc 
~ .. tiona! Settlcmeo11 oc to aoyooe 
;"::. , All that was perfectly true, and, if 

- known •• the time that aome 
J>OtdltJ rcltt<nce w;u invoi...J. I 
~y .bould have informed the Prime 
~- At any rate, the Prime 
llioiu.r had oo knowled~ of il, and J 
~.Dt to make t~t e:nt.trdy clear. J am !111

te. prepared to l~ke any bl11.me, but 
Y ~bt bon. Friend I• completely with­

out um.m:e. He simply repeated at W:ry 
~·notice. the note thnt bad been siveo 

hlttl wh.•le the riRht hon. Gentleman "'i. ~aku,g. Jt did not in fact deal 
fr:r:n tb.11 other mil ttct at all, and a part 

U'C use of the exprtesion •• ma.re·s 

Sir J . SiMOe: II was t~'lrdS the tnd 
ol !olarcb-1 cannot give the exoct dale­
that inf011001ion, eominr indinclly, 
rcachod the T......uy !hal the Bank lor 
lalematiooal Settlm><111S ,. .. , takin& steps 
to tr.ulSier Ibis gold. AI the md of 
ldalcb a nunour of this had ....,chod tbe 
Oepartmeot. I cannot stale !rom wbot 
soun:e it cam~ \Vbat it important to 
apprteiat.e is ~t we were not so infonntd 
by the Bank of England nor by the 
Czecbo.Siovaki:m L<goticn. It is - of 
those pieces of information which do oot 
come m such a (orm thtU I can state the 
!IOU me. That wu the exltnt of our know~ 
ledge. J considertd tbnt. it would , be 
ri8bt to tnke the opportunity or mnkms: 
a .statement which would &how what lhe 
(ac.ts were as Ja.r as we k11ew them. It 
was not the fad ln 010 least r n the "\';odd 
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$1t A. Sinclain t .... il not ,.~~~( 
( d&l' ,.,. dut ,f d"' T rt:t..Uf)' : h t 
1 ,, ,1 hon .at tbr rfld of_ M.lrc: • a 3 

l:mt •IK'h kl:• L&t..-1 ...... 'lo btm~ r~ 
l<• t.tup the- tr.&~ff'l' Cll. <inular ~~ 
1, m.: •n t.ond<tn. thr nght ~· . 

f' ' .. U"" t n 1 ill~ did not dbdosc ll to 
b m1 

S•r J, Simon1 1 think the right hon. 
(.1 n1km 11 \\ill ~'f' how th:Jl works oul. 
1 i" rh,-tlr undtN.mtl thr conctm of tbe 
lfnu~•'. ,,n.1 I .... k to he al\o"cd to &tate 
;1, d,·o•rh ~A-. I ran 111y knmdL'tigc of 1he 
111,1uu · 1 ,,,,, ~-:uing to oh~n.·e on ~~e 
•tu•· .. ttun 11f IIIC' h<~rt. Gruth man OI>J)()Site 
\\httht r Utt.• .trhwrr (.: iVtn hy thC' Fin3ncial 
~tht ... ry U'lrHIJ}(tlldt'llto ''hat I sta~ed 
thr m \i tit)'• Tlut 11 so. The quesboo 
a •·,1" ~~ \\hdhrr nny trart!(er in respect 
ut th•" ' ' '1'1l"'ll h ul r('(ently taken place. 
It ~:lj, u1 <unno:\tl• n "ith th:u that the 
hn.•t• bl ~nt.uv mJdc: 11 clnr that l 
h.ul no nxlilrb of k~in~ ~bttbtr tbe 
(I( b •tl\: Of •trt not :b stated by the 
h n \lcmh."f r, r S Nth lamhfth (llr. 
G. sar ... au). llut ;.,. rnfn.tly acruratr .. 
A .... bl""t'\t1. th- hrl~lll bad ttcri\-cd 
tJus hmt. I nudt thfo Utt'mt'nt on 23rd 
)by. 

\\'(1 rntl'lt ru~· fovn\1• l11("11U0ft to wh..lt is 
thr ruHtre of thf' lbnk for lntl-m:ttional 
~tl .. menlj. h ~~ a b:mk ''ith \ '('rv ex· 
crption,,J urununttir-, I h:w~ refreshed 
my llit'mmy :u1 lfl it ll ,;tntutes and the 
Trt.tiJ~ !-il)utd by . t nmnbrr of countries 
'' hkh havt givtn It au irnmuniiv which 
is ;~~lto,sc•thrr f''trt'jlt!on~l. ,lr i1 M ~entirely 
non governrnrnt.1 IO, I11Utton. ltli dirte­
tors comi11t o( the Gowmon of Central 

Banks. and ~lati- ol iodaun.. 
etc. They ., not appoint-.! by ' 
British Gu"""""•"t at Olt and u..,. .., 
not .,.,...,.ble 10 the British CO.,.. 
ment in any ...,.., Disput .. •'- ;;. 
in!l:'rJ'<el>tloot ol .... c;,tut .. ol tht ~ 
bn .. to be .-.!erred to the lnt<nutiotol 
Court a_t the Hague a.nd, for the rat, il 
order to make It quite clear that the &.1 
should be free from any governm.,tal;,. 
tervc.ntion or inttrfeft:noe, the C'tO\"'tflt. 
ments concen1ed with th~ ns,rtemtn1, u.. 
eluding His Majt§ty•a Goverrunent. lbe 
Ftench nnd aU tho other GO\'t.rnmms. 
gttvc i t by Treaty ttnd Protocol (ODlpltte 
immunity from all form.."\ of «:s•rictioa •lid 
inttrferenoc, and ll is exprtSSiy stipobk,J 
that this complete immunity a'/'plits both 
to the property and well o the &ot 
itself and p<operty and """"' w!Ucb tho 
Bank holds for tbe tet:ount of others, 

I think it is a tittle rash to..,_ tMt, 
ha\ing tnt~ into treaties •ilh lhe G6u 
countries of Europe that that wD be 6t 
nat ore of this Ba.nk. &nd com pktdy ,... 
litving it from any .-.'biloty cl a 
embargo or restmlnt bring put GO ill 
~ or any awu for the aetoaDt 4i 
olbe:rs, that the Treuury hrre, is I~~ 
The right hon. CtnUtman tnhrtly omitlnl 
aU reference to thi.J. 1t iJ vt ry easy tor 
dismiss these thin,gs as mit;m~ble ltpr 
q\tibble5 but the fact is thM the O:tnk llti 
been crei\ttd in tho.t form. I most say I 
rct;nrd it as not without importnnct thll 
we should respect its oonstitulion. It V.li 
the very fact that thl~ i~ the nat~m ol 
the protection enjoy<d by the Rnnk f« 
International Settlements by lntrmaricllll 
treaty which wo1Jid ~ve pm'tflttd • 
from dfect.ive intttfe~ce. 

Mr. Pothlclt·La""neot The f'i4tht t. 
Gentleman is really getting any 1,.. * 
point. The main point is not _... 
"ben the Bank lor lnt<m>tionol ~ 
mttt.ts made a decision we c:oald RSdl' 
Theq~niswhat~n~r~ 
ti\'ts took in coming to that dfeiMa· 

Sir J . Simoou 1 do not 1hink l "" oil­
parting from the point. It is 1 ~ 
which has beel1 vtry carefully ~D\ brtt' 
in tho House and it has ".'rtl)' d11«1 ~ 
ing on the matter the nght hM k: dtll 
man now mentions. I mw.t ~ J~ .,; 
point good before l go lun.lter. for H< 
clearly oul of tlte qu<tt.oon rltr< ..;.~ 
Majesty's Govt:mm~nt to mtt Dank tlf 
the trans!..- of OJS<ts by tlot 

~Jp.,.,w.,_ oz6 MAY 1939 
r,6J • 
~ot«D>tiooW xttklll<tlts- '~)>at ts 11>e 
- ~ • bid> by uaty. on commoa 
rib aD tht cKb<t ~>tts. ":'." mUS1 llOI do. 
1 ~· point <Mll that •· was for that 
..,... among otherS. that v.hen we c1tew 
1IP ~ Jc=i.!ltJOO •e did uot indude thd. 
w~ ('(IQ,J' not include it unlcu ~e ~ 
~ to br<ak the treaty obhgattons 
that ..-~ ha.d. That was why. when the 
r4;bt hon. Gc:ntlan w quite p~ainly impl!ed 
that something was happenms co wh1eh 
1 h:td gh-eu my consent, the nnswcr was 
given. perhaps a little hotly, but At any 
r.~te quite truthfully. thnt thnt was not 
tht ca.sc:. 

We lu\'C heard from my right hon. 
Fri.OO •ho has just opoken that the 
British members-not the Government 
nwmbtrs. but thr British mtmbt.n o£ the 
&nk ought, in hi' view, to be in dose 
communication "ith the Britilih Govern-­
_,_ l an only say that they most 
muialy :ue not in communication with 
t11r British Gcn-.mment on lbe allan ol 

' illis bulk in Switzcmnd. It might be 
!liQ:<SIOd. perhaps. that the pr<ROt in­
aoml>mt of my post is .-.spomible lor 
Wt, &Del that no doubt thtre "'~ better 
amngtmtOts made before. I have in,.. 
quinod into tl-is at t.he Tm.s:ury, a_nd J am 

f ~olc_l that the J>O!iition hu always bet:n as 
11 ts. n~·. I agn..oo tlu' t this is 11 very 
~pecr~l kmd of b:mk. It w:u csta.bUshc:d 
m1930 as a rtsult of tlu~ activities of Lord 
SDIW.~en at tho Hague, under fint or :dl. 
~ senes of articles of n110eintion, but· 
tr""<' up by these protocol•. 

Mr. Lamberti Was it .. lllblish<d by the 
l>bour Go,.mment of thot day I 

S~ J. ~imont I do not think that that is 
.I fair po!Ol 

u ~ w~ood Bonn• It is 001 • point 

a: J. Simon: Wt eanoot in this matter 
' "' blow hot and cold. The ob­
«t ol ~thnJt up the Bank for Jnttrna· 
~ St-tt.irrzw"_nts v.u to ht\'e a great 
t'lllrtf Ln 111utJon, which v.--ould be not : te loea~ conct:mcd w!ll1 the politics 

6Qr :tuJ:. I ha,·e no doubt that that is 
~nk 1 ~ ~ns why tho directora of the 
h -cu1."'nly lhc British dlrcc.tors­
ar~ Cttn ' "' I the b.u' t nt Y taken the view that 

lha.t th tl('j<o or the Bank is not a matter 
Go,·crn cy c.ould discuS! with the Orlt.i.!lh 
h.u ~ n11. n1. and I a.m nM.ured th:tt that 

~ ;a.} !>t-en the position. You may 

say. if you tikt, that you do no< app<ove 
of that am.ngemcnt. You may ay. u 
<be right boa. Gentleman oppoa!te aald, 
that you would ltl;e 10 - tho Bank of 
England mtiooafuod. oot in this eon­
ne--lion the B<.nk lor lo:trr.ati<.n.ll S..ti.,. 
ments is not an institution in the a.ffalra 
o.r w~ the British Government ha.vo a 
ngbt to lDlerfere. Jt was set up in auch a 
~y th~t it sbo~ not bo allect<d by 
1ntematonal polrbcs; and ir1 deci&ions 
are not deci.slons in which tho Orhlsll 
Government can interfere, 11mt is Ul t· 
d~ubr~Jy U1c po5ilion, aud if onybody 
thmks ot should be nltcr<d th¢y ore going 
much further than this issue. 

. Mr. Gall.a~hen Y~u arc evnding the 
ISSUe. Polil:cs are introduced when the 
money is taken 10 Cenmny. 

Sir J . s;.....,, I am mer.ly trying tJ> 
make the position <~<or. Tlie Bank lor 
lntema~ Settlements is, by that vuy 
~tubon, not "'""""'<d W1th J>Oiiti<al 
~es. . It ta..rr.es out instrueuons ro­
Cftved tn accordance o;; itb whar it con· 
aives to be its logo! obligations, and tho 
Bank of England, in this matter. ;. not 
speakmg for the British Covunmtnt. 
~~ougb it is the Govcrmnml's banku, 
11 tS not a Govem.rntnt bank. There are 
nil sorts of things ~lat the Bonk of 
England do whidl are not rnatte:rs for 
the Government at aU. It hns been asked 
w~erc these assets arc now held: M l 
sa:d, l really have no ir•forrnacion on that. 
But. be that 4$ it may, f wiiJ ~Mainly 
~ave it «??nsfdcred immediately. with lhe 
mfonnat:on tlut I can get, whether in this 
matter we bave gone wrong. But if, u 
I believe. these protocols involve an ab-­
solute assurance to the &rue: ror lntet-· 
""tiooal Settlements that their ordm thoU 
be obey.d l do not SH how we can fail 
to obey them except by brnklng our 
tJeaty obl;gatioos. 

Mr. Lloyd c-,o: I hope that when 
tbe Cha.nc:ellor is 5rtking an opinion he 
wiU not put the qu('Sljon in tlat fonn­
•• \Vas: J Y.TODg "? I think that iJ ~ 
imponant. \ViU he uk whctht:r it 11 
within the power of the Trusury 10 ral.se 
lhe is$ue in any court. In order to obtn.in 
a legal opinion as to his rigiH to suspend 
payment until tho question of owncn.hlp 
1s fina lly se!Uedl 

Sir oJ. Simont r· think 1h~t is qui!(' 't 
reasonable suggestion, :.Utd I am gnlltlul 
to the old solicitor. I do not want to· 
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Mr. Lloyd CoorJtl AC«SS to the 
rour!l. 

Mr. Otnn: Wtll the Chancellor tell us. 
t.·ron• wr ri \C t t ,. f!'dock. \\'hcther the 
~old l!i iu lht lhnk of E1~gland? The 
a..,nlt of f.nstiJnd l111 only a mile and a 
lu1f ""~tv. If ht will not tell us, cnn we 
a.nrllbe.)ttg(OW\ to inc,uire? 

Mr. Boothby1 b the ptocnt Czec;h 
'S".u nn:al lbnk tht ~Unw b:mk. "hich origi­
.,.uy brld th< dtpo~~t~? t beti.--e it i< 
1.11111e a cbffrrtnt bllnk. 

Sw J , _Slmo•u 'Thotrt 3r~ quilt a num­
t.- • "f rntntf "hirh an .... .tnd on a pr...­
(1 c.., '" I coolcl de ;aJ Ytlth them. Bat I 
thml tho llowc: • -ill ~ that 'A't ha\-e 
I , n· JWI lhc·!if" pmtoroli. AtJrtSaJt, ] 
c$11 nne "I'IJI'C' ialt' hoY. "~ cou lake the 
~' Ht1n "l4:1\t--ttd an ,;""'. of that rw: but 
L.t' all rnt :\RJ Itt us hl \'e any further 
adnu• Al•,UI it tlut we can get. 

Mr. C. Straun1 \\'IIi!~ making his in­
quirlt"4, will tlw rl~ht hon. Gentleman see 
rh.u lht' f.iOid d01~ not suddenly depart 
by :u•mJ'Ilnr or :tny oU1rr method? 

Sir J . Slmon1 I obviou!ly cannot 
u.ntkr1Jkr 3rly1hirtt:: of tht kind. We have 
not ~tnt th# J,'Oid in tht Trt:tsury. Hon. 
Mrmhtl"'l, whtlt lctf'n on t~ hunt, should 
be p«pmd 10 rm>«ni!< the m>nilest 
bmit;at~,,. undrr whkh tbe CovtTnment 
art. Tht r,.., ... rnmnt h:a.\~ no more 
;authorhy _thln ;anybod\• tlse in this 
ll·lU~- \\ C' 1D ''~"' tO do •bat is. in 
·~ 'ltrum..tmu"- the- pmpr:r and "­thin~ ,,_ 

Mr: Bt'l dl.~: I ~m 1,( ny IO inte:rru t 
m\' n~ttll hortn. l·rit"rwi. but J lhink this 'is 
unportant. \\'~rn ht l i cOn4illlting v.ith 
htJ k laW)'tf'll, ,\\'IIJ hr :1~k \l,htlhtr it \\i.ll 
ma. e any dtffc-rtt~('to that thf' prot 1 
wbJch Ctntr.mr nnd this rountty si~ 
have brtn tom up by tht" Citrman~ and 
th.-t the Cf'.nn.lu' h.,,., llC'tun.JJy g~t ph· l· 
~J b:k"iSIOil of tht 'Au~trian sharei'in 
~?n and lllbo ot the Ct«ho-Slovak 

Sir J. Sllnotlt I lhaJl be ''"'Y Pad 
cons;der that aod a.oy au. 11 
that any boo. ) !ember is p>d "'""'- ' 
l.!'n:t.•· aod I om ob1i«uJ 10 .:; : 

Mr. Stolt., c~noot •• ba, .. bt!,.. . 
House rises this af&emooo ~ 11t 
lhe question or whel.ber ~ Bw "':" 11 
land c:ould be asked whether iJ 1105 f..t 
tbe gold or DOll 1111 

Sir Stonltr RMda On n point ol 0n1cr 
May we not be nllowcd to hear lhil • • 
port:.1nt .sta tement from Ute Cbn.nctllol' a:. 
~he Exc~1cqucr without 1h~ contin~ 
mtcrrupt1ons? 

Sir J, Slmont I am not aware to vt.u 
c:dwt it is rca.Uy lcgitima.te ror the eo.. 
ernmenl to addreu 1he Bank of ~ 
and iD:<tuire whether they b:~.'~ or hl11t 
not gold in their coll~rs. [ / ol<..,,llioo.) 
1 wond<r whcthtr the right boo C...S,: 
man will allow me to proaed. 

Mr. a..aa I am not int<m~ptioc-

Sir J. Sl- • I wu ayinc 111>1 1 • 
not awp-e to what extent the Trea.., 
have the right to prCIO the ll:onk o/14-
l:tnd 10 say whether they have get ill t10r 
ccllan gold marked 1041\d.... 1 • 
that the Bank or England in oome 
is in a different po1ilion hom 
banks. 

Mr. Llord C-stt I t I• n gmt inl<r· 
n3tional question. 

Sir J . Slm0<11 I lulve done my b<sl ID 
make a statt ment about this matler ir 
the information of t.be H'ouse. and J ha\l 
told the facts ., far u 1 know the!ll. 

Sir A. Sinclair• The right hon. G<odo 
man bas probably lorgotttn tltll II 
promised in the <> rlitr port of bis spoil 
to explain to lhe House why it ., ill 
thio in{onnotion. whic:h .-.oth<d tbe T• 
sury officials two months 11:0· - Jilr 
in Ma.rch. was not band<d 011 10 loio." 
that he could have c:ommencod tbe • 
tiations which he bas promi!<d tbe U. 
this altm>OOII. 

Slt J . Slmoft.' The infnnoatd il 
rtach me. \ Vhat t pid WJJ thac oo .-.r 
examined it became quite dtar thai. • 
view of the Protocol. It wa,.. n(IC ~IL 
to tnk e U1o atcps now MIAA<tittd. 
however. it i.s thought, in 11pitfl ol -r 
statement. it is possible. J \fill do~ 
to get the btst advice It is JlO"' 
obtain. 

q111 A4,_.-,_ o6 MAY 1919 c,,.....__ .. lo .,o1 

Ddt an two otbc:t' polnts lhat w~ ~· what our action should be in that shua· 
............, and altboUIIh 1 am O<CUJ>Y'n& !i""· It would be DO ... Ieavins anybody 
_. o1 the ._ of lhe Hooso than !n !'rape unte.. he bad con.ular author· 
putaaps 1 ougl!l. I •wid rWiy b"ke. 110 ny. Where we do have ccnsu1t. they mjoy 
Jr.kt a sbon statm»tDt upon tbtm. Fust offic:ia.J recognition. a.nd we w~nc thmt to 
r:1 d. tMft is the q~1 ~hlda iJ mo:r~ gi"e .U the serv~ tbey can render to "-. 
of a For<i!:• Office q.-aon per~ps. than and to British sub j<ets or to rdll&""' or 
a Trta$UtY quntion and hM 10 do with whoever they may be. It is not a com· * appointu1ent of a CORJ.ular representa· pUment to. any GOvernment that there Is 
tr.-e t-n a>r.aguc:. Prior to 15th March v.-e granted a n exeqU4Iut. Jt is not nooes5a h~d. in Pmgu~ at o.ur Lc:gaHon ."ur that this point should be decided inJtanZ 
~tntstcr a~ d1plom~ue reprcscnta.b~c. by the Briti'ih Government. a.nd J now 
SitiCe then the CiU('SUOn hos nooessan ly s tate to this House that we sl131l uo t mnkc 
illiscn )IO\\' \\ \• 111-e . to nrrant:,;C Ji\1\lle:rs in that decision until the House ret\lm t'S It 
\it'llo' _or the anu.cxation or C1..ocho-- is not intended to make it during' the 
SJonkta to lhe Gt"rman Reicl1. The recx:ss 
diplomatic rqm:scntadve could not con· . '. . . 
tinue, brcau._--c the German Covtmmc-nt lt will be apprecaa.ted lbat there are to 
bod r«tllired that alter o~th May diplo- fact considerable Brili!h inter .. tt that we 
aa;~tic rtpn~ntath·es in 1T.tg:ue should have a t least to bear in mind. l wu 
"" mjo)· txlr.l territorial richts which not myself aware that the Prime 
IWy lud P"''io<t>IY bcon allowed to Minister's wOlds on Wedncoday -e to 
"'l")"· As "'1>-'rdJ the 1-<e>tlon. we are l?e ~ as cootanplatinc any tl• 
withdn-.ing our M_in&ttr, and ccrt.ain ,.,.,-c recognition at aU. Cat:ainly. u far 
tdxr Go>:<':""""IJ• notably the U.S.S.R. !" _my information 80011 that is not wh>t 
mel tbt lruttd States. have aJready with· as to cootemplabon at alt. but oo doubt 
dn..-nlhrir Lt-~tion.J u:ndrr iimibr notice it U the fact thoat, if our Consul gttJ the 
aod ha, .. ldt lor lhe time being consular <Uiwd• r which he must get by 20th 
rrpttS<11UU\"<S to look altrr their inltre$1s. June, it mijlbt be caUC'd a def•tl<~ .-.c:og­
~o k-.a\'e our own diplomatic representa- nition of German authority. That is 
m~. th.tt b. the ~linist~. in l)m~e nftC!r exactly the problem, and J am merely 
be ba~ ~ to have diplomatic status stating it. I might remind the House 
and pnvdtgcs would be an 1\bs:u rdity. He tbat this difficully has arisen before. For 
would. mcrcly be a privlltc penon. The instance, in the case o f Abyssinia . 11lC 
ltg:l~on wa" cl050(1 yesterday. and, 3$ British Consul thctt l'rom trio very early 
~~· ngbt bon. Friend tha Prime Minister stages of u,e Ttalia.n invl\!lion r«tlvcd 
~ ):ec.J the H~usc on Wednesday . the the Italian exeqffa l ur long before there 

n mt.cft'SU m Bohemia and Afomvia was a ny question of de l'wre rteognition. t::' m charge of the British Vice-- The same: thing. I am in ormod. WM true 

~n _comtS the: questkm about the 
~e an th.1t ;un of the ~ritish Con!>u.l. 
lDI4lW:a ~ ~o,'tmment. 1n their com­
.,..,. • ";:jbsaicl ~t Consular....,......,._ 

10 prGVUlCCS woukl cease to be 
~lf<d ""·and aft<r 20th June unless, 

........ .,.. the CoU>ul obWns the :1.. .. 1;: authority. The House, no 
docuni.n •. that _lbat is the lonn ol 
aa~t t "h~ch gt\'rs the consul his 
tifltd Y· 1t lS under that t.hat he is t'n· 
sub· to t.lkc under his wing British 
~ that nt-ed protection Ot' rcf.re. 
him to ':,!0~0 h.J:Je 1mnac.Jc. l t nlso cnl tles 
cipher a "' o 1d~l b:-g nnd to usc n ct..n

1 
nd to send mfontll\tion to the 

,...mutt A• l I d to, in a ' , ~'IJ a rcA y bcx>n rcfemld 
ll».tttr it.tase h~e I mgue n very important 
Tbe qubf~t in ~nnection with rdugees. 

100 wh•ch has to be considered 

of Austria. Tiu~:reforc, u far u p~ 
cedents go. I do not Uaink it is vel)' 
surprising tbal it bas be<n found """'bl• 
to secun: the protection of Oritioll 
int~ in these arm.~ without maldnc 
the de frtr• recognition ol th<S<I new 
po..-eB. 

Mt. AJex:ancltrt 'The ~._ f•cto recogni· 
tion ol the Consul in AUitria and 
Abyssinia lollo\oed as Dighl lolJo-.>'1 day. 
as e\·ents proved. bul in Manchukuo we 
have heard of no rcpon of an)' striouJ 
damage to British inltrt.'5b:. n.or hb the 
British Go,•ernment up to the J)restnl 
given de Ja(,to recognioon. 

Slr J. Simon: The .. ctual quC'tlou now 
i.s n.s to our corUiulnr n'JH't!tnt~tive nc 
Prague. The <Lues.tion i" under OOil'•ikll"ta• 
lion and we otrc in eon~ultatton with 
oth~ Governments about h. I c.\D gioJe 
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'" J. ~.) ·~ rd<Y>Dt lll>l' 11011..,. '" a.«tura~ trut no 
•rUret •ill lw' u km aboot the uuner 
UtJtll •IK' Uno.'"" rno:~ 

' Hill>-fl="' n~.b1 bun. Nuulxr .0! -

bo•r oU<h (~lr. Alt'"rl<ltl) has jlllil rclmcd 
to Jr,nllt•f mJtht. on v.hich I ha\:e some 
h ponwb•hty. 11 is true that 1n that 
,._ .... tht· n11thJ1 (ib\'f.'lllm t'1\t and 1he then 
hh 11,11 St"W.IdJI)' Jlt-("tlft-d at tbe ~ea~uc 
v.r No~lilm I tlw ;ulfJ)ltion or the pnnc1p1c 
I hilt th• u· ~>.huul!l nut IH' ttdcnowledgment 
(•I ttl..i•~rutinn uf n corHtUtiiol ()r nnncxa· 
tlou v. lud1 had t.tkt n J)loco in breach o£ 
tit•· t'41\t'lt.~U I Hr the ·~t'llOAA Pnct. ll 
v..-. 1 ,a, l•utd•·u S«rd•try \\hO proposed 
ab.11 .11 t,lllt\-J, it v.;t' I wbo got it 
... m ... d by the· 1-A.~~ur, and [ rect.oi \'00. the 
tb ml..t ,I( the An~o~·ric:m Gonm.ment for 
,~.:,.n..; JICJ. The rtf11rt, I :un pufec.tly 
htnih.H v.ith tbr rn·ndrnt. I :tm, how· 
, \• '· bnuol to say llut I do nol think 
all~liPtr •uu•l•rt'-'C' d~oat the a·db.sting 
, \t I~H~Dt~ 1,f Uut(..b C'<lmubr a.ssista.nce 
1n an ;ar,-;a •ooJ.:I l~t~ m the &nttresl$ of 
Hnt .h IJ,•clt. I rlblit\<d lht point of lhe 
r ht hon. hn'ltlc m '"· \\h~h ""H that 
•fK' mu I ~1111h.1p .. dnv. :t tlbtind jon be-­
l""' 11 ti(:>Uit ..... tdtn, inlml ture ad:n<M·­
&.~klntut uta 'IU.ititllll \l.hkh t<~kN a new 
.illJ,.., \\lli•h 11M)' he· .m :u~timt \\hich we 
''l' •lciMh' +UMI tit p1illt' <~r .. l \\hich becomes 
.~ JHHltuu 11f " mmc p~·nn1ancnl strtucture. 
rln 1 "'t' ul M11m l111kuo is nn in:,l:ance 
tlw ••llh' iu-.1.\11('4' 50 l;tr 1\$ r L:now. of 
.1hwr~1 .l ~~·twml d• 'C'i .. inn nol to recognise 
.1 rluu~;L-.1 So\'t"rdgnty which has been 
h.r.•u.:ht .ahnt&l hy ftW".) fl1 t·ontrnry to the 
( '"'II trH 

is overdra~ 0< that h. has boon ...._ 
dr.lwn. It IS utremely dil!iallt to ;.,... 
that ~tenl ~m!n_JS~ration is tht ""'­
II. Without preJudiO.OI the int.._ ol 
those COil<>en>Od. yoo could 1:<1 1 ~ 
schedule of :be c:launs, amV<d 11 "r 
agreement , u a rtsU.It of the exami112Sc. 
ol ac:counts oo both &idet, 1 do not thitl 
anyone would say that Ulllt Is nm pl<f<r 
able. · 

I think that the popular hnptb&ion lh11 we have n very . huge Rn~mt blocbd 
here, will bo found to be exnF;~emlOO 1 
the nrtide which the right hon. Ce'n-~ 
man quoted a Rgurc was eiven whQ 
is a much larger figure th;~n we t:nJcabte 
upon. On the othtr h•nd tht ,...., 
:ag3inst that figure are genui1lt> and sa!). 
stontlal. n ... is the debt whkb """' 
be repaid to us. because we ltn~ money " 
the old Cud!O>Slovak State, and wt­
gcl it back. Th<o thtre is . .............. 
.sum rtqiJ.ired for the rtfu~ I«<u:QL l"• 
quostioo2bly, we must taket'-­
out. Thtn ~Mre are claims for sm. 
holders. MOll of th= may be """"' 
cbims. but thtre may be capilli <bioo 
of a dilftttDt sort. It is all ~ 
compJjcattd. J understand that ~rtba.t his 
been dono by the Treasury. apart hom 
cxamJning books, Is purelr, JJrclimi~rytJ' 
seeing whether it l• poss.1ble 10 draw up 
s-uch a scheme. \Vhcther there will be anr 
baJancc n t nll tet:ms to be more tluo 
doubtful from tho flgtJrtl that I havt 1m1. 
but r must not exclude lhc possibility, 

The question wUI lhtll be. if there is 
a balance. whether we are entitled in dlt 
cin;umstances to NY th:u YJ t' w.ill llli 
allow that balance to go to \'Jrious • 
tutions or pmons In Cu<ho-Sio<..m. 
because we have 5trong rtl50ft5 for b­
ing that if h reaches thtm lt nuy k 
taken from them. 1 am ~b falty Jiw 
to that poooibility u tn)bcdy, llot I 
some private tradtr in Bohtmia hJ:9fd 
to ha'"-e an account htre and his~ 
is not needed for ~eulirv: ocar u,odolbl&! 
cloims, I find it difficult to und<fttJII. 
oo what principle IA't art: to ,.ay lh1t W 
must go without it . I hne Wed IW 
Treasury to give me o rtJ)('Irt - 1 ha'-e.lllll 
seen it yet-and J n.m going to c:onskltf 
it. and J hope 10 give an nctounl ~ 
tho House of how the rnntlt1' ~ 
when we reassemble. 

These arc the three subjft'~ dtJI~~ 
and although I have no doubt 1. 1 
h:a vc failed to a~wcr every questiOL 

m• 
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doO< my boot. I hope tho House YtfY srateful to him 10< the lbl.....nt he 
""' .. that io ~.is matter tho TROSUry has has ma.de that he is goioc to n>doavour 
~ io a sU>is~Jti<l<"ard way. I have to prevent this £6,ooo,ooo worth o1 &old 

aiO(t dtsile to see our imdtution 10 being handed oVtt to the Nui Covan· 
10 Old as to grvo uoistanc:e to the ment. That is the point that is really 
'~"" _wnrcb poooibrhty the rigtt ot the root of all our fe<linso. I do oot 
~tJernan so ,_.oundly dcoou~ want to enter i1tto aitic.ism ol whether 
tluJI any man in lhiS country. Thts ts he ought to have acted bdore, or whether 

1 
,'t1Y coulplex qurstion, in rt~rd to the Treasury ought to have been in· 

wbich 
1
t is nctt'SS3ry to keep one s head, fo rmed by the Bank or England. Those 

~t~d r hopr that v.•hat J have said hu are points that might have boe:n urged. 
Jbo"

11 
that thcrt: was a good and but U1ey ate no longer relevant once the 

suffidcnt axpl.umtion !or the matte.l"!l r ight hon. Gentleman gives to the IJouliO 
v.hic-lt ban: ltcc.n so nutumlly miscd hts rt..f;Sur.\f iOC that be will do his very 
t(Kby. utmost to stop this money being sent 

away. 
.:.sz p.m. 

Mr. Tinker: l wa.nt to turn away from 
tw- iotrma.tion:al questions, bec:.'Ullt on 
the )lotion for the Adjoummtnt there arc 
«tter ma11m to discws. Cert:~,inly, the 
" ""' r>1 Comonons ought to '""lise tbat 
tbtrt art otbtr thiogs to clul with. l 
,_.__,. tb.>t this is a grave pTOblem 
au:t •"' ba\T htrn ditcut.sinc. but it ts 
001 a <iom<-.trc probltm although it may 
lrt disoppointio~ for the ri&ht bon. Mem­
b<J for Epprng (Mr. Churchill) that I 
Ju,? btm (';.Ucd instt3d of him, 1 want 
him to rcali!>C that there are other ques-­
ticos-

Mr. Churchill! r should have stood for 
o!liY t"'-o or three: minutes between the 
rigbt bon. Gentleman and the s ubject 
which the hon, Member rur Le.igh (Mr. 
Tinkt•r) wbhc:! to raise. There were. 
bowt'.·cr, I\\O points arWng from tho 
statcmcn1 of the Chancellor o r the Ex­
cbtqotr to which I wi~hOO to reftt'. 

Mr. Tinker: I am prepartd to give 
~ 10 the rigbt bon. GcnUeman to allow 
WlU to pot his point. 

Mr. s-ktn If the boo. Membtr for 
lcic~ (Mr. Tinktt) gives W1Y then I 
..,,.. no cb)<dioo. ' 

l..iJ p.m. 
b<J Mr. Cllon:hill: I t.hanlt the bon. Mem­
m . '"'Y much. I libould like to soy. 

' lDC b~c:ned to lhil Debate and to the 
'P«<h ol tho Chan«llor of the Ex· 
<h<qpl' Ucr, that we must all wish to com~ 

tnltnt hlm on his faimcu hls good 
~fliJ>t'f, nod his readinw to n~wcr ques-­
i:ns. ~Vt: n!cognise. as l aa.id in on 
tar~~hon, that as nn old PorUa.mon· 

111 •:..n to. nudentt;mds lht' conv<-:mHOI\Al 
I{ :IJllllT In Wh ich the busines& O( tllC 

oose b &o often conducted. We are 

That is tbe onJy point r wbh to n1:1ke. 
but it is a '\'et)' vital one. llere we a.re 
going about urging our people to tnHst. 
urging them to acxept ntw fonns of mili­
tary compulsioo; btre \\'C are paying taxes 
on a gigantic sc:aJe in OC'Ckr to pn:>l:td 
Otlf'5el,.·es. If at the same time our 
mechanism ol r''-.mment is 10 holttr· 
lin&efcd that Ibis 16.ooo.ooo of cold can 
be tnnslerrcd to the Nazi Covm~mont ol 
Germany. which only wishes to use it, 
and is: only using it. a.s it does aU its 
foreign. exdl.a.nge, for the j)UI'J:IOIIC of in· 
creasing its annamcnts, if this money it to 
be transferred out of our hands, to come 
back: in oc.rta..in circum.5tanecl even 
quicker than it went. it tUultWes alto­
gether the efforts our people arc m:aking 
in every clas11 and iu every !'arty to secure 
National Defence and m ly the whoh~ 
forces o f the country. The Chancellor of 
the Exchequer has shown hirnsclr v<-:ry 
properly forward in the matter of the 
Czeth balances. 1 c:a.nn<lt understand 
even after tbe explan-ation, bow it coukt 
have esc3ped him, but I accept his Sliltt· 
ment that he will do all he can -with • II 
the resoun'fS of his lts;al br.Un. and with 
~~~ the energy he pos:sdoMS. 10 P~'·rnt 
wbat would be a poblic: di>asttt. namely • 
the translemxe of this £6,ooo.ooo ol 
Czech money into the hands ol t'- who 
have overthrown and destroyed the Cr«h 
Republic:. 
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LOiffiOil DATE: 

~t.P.s CRITICISE TRANSFER OF 

CZECH GOLD TO GERMANY 

MAY 2 7 1939 

Chancellor· Does Not Know Where IL Is 

A"ITACKS ON ACTION OF TWO HANK 
01' ENGLAND DIRECTORS 

fROM OUR PARLIAMtliTAAY COJUU.5P01fD£ttl' 

Regraded Unclassified



• 

DEPARTMENT OF STATE 

WASHINGTON 

June 36 , 19:59. 

My dear Mr. Dietrich: 

I am enclosing herewith a copy of despatch Bo. 3811 

dated June 6, 1939, from the Aaer ican lllbaeey, London, 

on Ozeohoelo't'llk Asseta in tile United Ungdoa. I ha•e 

now s ent to you wi thi n the l a s t t hree days all of the 

written r eporta to wh1oh reference 1& made by Butterworth 

in the next to the last paragraph of hie t elegram Bo. 

896 of June 24, 8 P••• 

Sincerely yours, 

Enclosure: 

Bo. 2811 of June 6 
from London. 

Mr . ~Tank Dietrich, 

;L fl.~ 
V'~oy D. Stinebower, 

Aeeietant t o the AdYi ser on Inter-
naU onal ! conolllio Af fair s. 

Oare of Kr. Lochhead 1 s Of fie e, 

Treasury Department. 

- Regraded Unclassified



QOIN'fOPLICATB 

If-:: 21:H1 ....... ,.. •• 1 ... . 

8UIInG'I'I 0&1 ' &I UU ....... l& Ule llllW 

"· .. -

'l'be noao"\le 

Tbe ! oero\ar7 ot ·new, 

h8h1.acton. 

I baft tJie ho110r t o "'u to dus-teh no. lnl 

or hlle 1, lt:11 1 and p,...,loue rer>orte rep.r41 .. \1:11 

OOftti'OYonr wllloh arooe oat f1t tho OM~U: 

(RosuloUoas 011 tellklAG .\ooo1111te 1 ew. ) t.ot til lt•, 

1/ U4 to tnDamlt herowith till ,.,,.ra wst o r t.ho .,...." 

'llbloll tbo C!!•no,.uor ot tae ~eboqwer ..ao 1ft t.lll Jllollw 

ot C o \0 tJ:• "'lllotloaa .. ~ h ls on .nmo 5 , 103t. 

TIM" ete~ont.o or t 1r •ohn 1IIOft do not. 110411'J 1A 

eny 

.. 
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102 

....,. ~ ua. pvpon ot u.. &eepa a.!\ ••• retu ..... 

I11elt•a•~• • pror•eor at Kwa oa.u..ce •• 

111'1\HD \0 De T1"' \0 111&11'\ \bat 1t \be IM* r.r 
IDterutl.oMl ! e\tleMD\1 11&1 llO M\\01 Ul tollftla& 

~uU 'be eppnprlaMs JI.I.s. tat. qlll elto 4at.. 

Reepea\hll)' J oua, 

tor t.bl .bban..Sors 

RII'Mhal V • 1o'I"OI 
Colli! ralor o t r..t~u 111 

l, ~rllaNl'l\ai'J PlbaMI{ RII!!P. 
of 11Die 151 ltM, 00 1. • 
1n quJAtupl1oate. 

.. 
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Or-' Alllwn li JUNE 19)9 f>al A'• IIHFI 3-4 

~ R"'din« ol the Ollicial So=b Mr. Elllolo II my boa. J'ritod will live 
JliD. At tho mom<nt I can only say that me details of th3t. I wiU look into it. \ 
tk (,cn'tmmtdt are unable to agree to /c 
IIY ...,.-1 for v.t<Dtlinc the ~ ol -
tbt &D. CZECHO-SLOVAKIA (ASSETS). 

111r O>vldoooo In view ol the !act that 49· Sir J . llollor uked the Chanuilor 
the Prime MiniJttr himself, in a01wer to or the Exchequer the a~uptc amount 
1»6tiMI~ ill lh" House, definitely assurtd of the assets so rar uce.rtame<t to be a.ub­J:: Uo""' that the IJil! would ap~ly and i«:t to the C..Cho-Siovakla (ll .. trktions 

r;ctend only to qudt•ons or es:p!onase. on Bankin~ Accounts, etc.) Act and of 
nnd in view of 1hc fact that the 81ll does claims agamst suc.h aa.sets: and whether 
oot1

1
ing or the kind, will not tho Prime he has now obta.ined sufficient particulan 

arlinlslo- take steps to ~ to it that Ulis to enable him to form an approximate 
is made clenr in the Uill before it comes estimate of the total n.mount covered by 
up lor Seoond R .. ding l the Act l 

Tht Prime Mlnlaten Tho powen under Tht Fiunclal S..Ntary to the Treawry 
Section 6 ol the old Act have been eon· (Captain Croo ... ~ank): The <Sllmated 
6ntd in abe Blll to cues of espionage. amount of the assets 10 fu ucutainod to 

TOWN PLANNING (AIR MUIISTRY 
SITES). 

..S. 5J< J. Mtlkw at.ked the Minister ol 
u .. kh •beth«. havi"'! roprd to the 
UDJ~g<....,IJ mode between himoelf and 
lbt Stc:rcury of State for War for con­
sult:ttion btt\loetn count.r Territorial 
ASSOC'i:uion:~ and town planmn~ authorities 
in conn«tion with the aelect1on of sites 
for Territorial Army purpose~ which 
amngtments Wfrc communicated to local 
atllhoritics by C1rc.ulu r82r, and, in view 
of the absence or any similar arrangements 
in re-lation to tho selection of sites for tho 
purposes of the Air Ministry, he will con­
s;u1t with the Secreta~ of State for Air 
i:n order to ensure, wathout prejudice to 
rapidity of action, iuch COI15ultation 
bti,.,~ the Ajr Minlt!ry and the town 
pb.Min& authorititt as may be in the 
ia,.....ofaDconcernedl 

T1le Mi• lstor of Hllltlo (Mr. Ellol) : 
~or .te1ne time am~ments foT consuJta­
"!"' btn<een the Air M inist')' and plan· 
-.c aad10rities !'ave bun m operation 
tluou&h my Department. My bon. Frieod 
..-\11 appm:iate that, owing to the various 
ltthnic::.l considerations Involved in the 
rtq~rtments of the Air MJnistry, it is 
~r<~b~ that consultation ahould in each 
?"' be tll«:tcd through my Department 
m the fifl.t place. 

Sir J . Molton Can my right hon. Friend 
~y why this proet.'dure was not followed 
m tbr rtce:nt IMtanec of the acqWsitioo 
ol> oitc by the Air Mlnlatry in the Solihull 
tub.1n distritt? 

be subjoct to the c..cbo-Siovakia (Re­
strictioos on Bankin3 AOOO<lniJ, e~.) Act 
and available lor meetinc claims is he­
tweeo £1.4.000,000 and L~.ooo.ooo. The 
claims include the rtpaym<nt to the 
Treasury ol the adYJ.nce ol l6.ooo.ooo. 
the tranofer to a c..ch Refugee Trust 
Fund of the unexpended halanoe ol the 
Free Gilt. ""moly, LJ.soo.ooo, claims 
from British holden in respect of bank 
bala.nees, etc.. amounting to about 
£3.5oo.ooo. and in respect ol bonds to • 
lace value of about £•.5oo.ooo. Claims 
have also been recejved from Brilisb 
holders in respect o f partieip3tion in in­
dustry, real esto.te, etc., which cannot 
conveniently be exprciscd nt a capital 
sum. A notice has been luutd in the 
Press that 17th June Is the final date lor 
registering claiml, and that no forms 
would be ac:::c:t'pted after that date unless 
the reasons for the delay are Nlisfac.toryto 
the Treasury. Until &11 the d&ims h3ve 
been ,...eived and until they h&ve been 
examinNI, the figu.m J1vaa c:anoot. of 
~.he rq;anled u even on •pproxi· 
mately ateurate.estimate ol the claims ol 
British bolder>. 

Mr. G. Strau11o Can the Financial 
Secre.ta.ry make a.ny ata~nt about the 
C..Ch gold held by the Bank ol England 
und.H' the Bank for lntemadonal Settle­
ments? 

Captain Crooklhlnlu That is another 
question. 

Mr. Bellenrort Will oil th .. e cl>ims. if 
accepted as genuine, be d('alt with on an 
equal basis, without any diteriroination 
between any clusea of claimantt1 

/ 
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~ A••~' I-lOUSE OF COMMONS ONtl A...-• m 
JS B . addi' J' 

CoptoM C ........... kl I JboUid like ut. Ill bOn 10 malciQc inquhy I( 
nrh<< 01 ony qu.,uon as co bow the t!:e &AI< of En;;blld, I al 1J1o...,. tioor 
claims .;u be d<ah wnh; this is only • ooosht the ad~ of the Law omc..,,. 
question of bow much thry were. anum~ of pomts. What I am abo.& 

to say lS m accordance with their advb_ 
Mr. croenwood (~y Ptiwl• Noli<•) His )lajesty's Covtmrn<nt oro l"tciUcl<d 

a..<ike<l tht Chanctllor ~f the Exthtquer by the ttrm.s o~ the Protocols of !9JO lDd 
whethtr he cttn now ~1~·e to tit!.! Holl!e 19~6 ft:om takmg any steps, by way <A 
tbt r~u1t or the ln<lurrt~ he undertook legJslo.tlon o~r otherwise, to ~rcvent the 
to rl'l~krr ~~nd of the n~vlce be intended Bank. or E~gland from ~bcylng the iD· 

10 ti!.'tk on the gubJt:Ct of Cucho- strudions gave.n to l.t by ata eustomer tbe 
Slovtki!tl\ a~lll ctUrufittod to the Bank Bank for lntcrnahonnl Settlements to 
for Jntcrnatlonnl Sc:tll<'mCflll omd alleged transfer gold a.s it may be instructed· lbe 
to be tlcJ>O$il4'<l with tbc Bank of V.echo.Slovakin (Restrietions on Danku. 
En~lnnd? Acoouots. etc.) Aol. •939. dooo not 

operate to. prohibjt the Bank or England 
The Chancellor of the Exche~quer tSlr lrom makang wch 11 transf~.:r "'itbollt tbc 

Johll Simon): In tilt Dtl»lt which took consent of the Treasury. Even iJ it did 
pbco cen d>y> ago. on lht Motion for it would be a brtach ol trucy obli~;>~ 
thr Ad)OUmmtn1, 11 .,..,_, assumed by to withhold Trcuury conse-nt. Tbcrt is 
Sf'\"('Ql ~kt11 ttu.t the Bank of no '-a.lidity in any of the suuestioas 
Ensb.nd. • hrn d<olinc wilh cold « ca.sh made in the mmt O.bace tb.at cbe s..t 
bob.nt"> h<ld by il 10 the On!« of the of England would be mtitlcd 10 muse co 
Bank far lnlr<n>IIOCUI Seltk-rotats, obey the instructions r·, .. n IO U by dot 
...... ld be .,..,. of cbe pony IO wllom Bank lor lnc<mationa Selciemnlts; 111111 
IIO(b ....cs belonJ:<d. and in pmicular th<n: are no ..,..... by whidl dot 
cb.ac Gold enlru>ltd. by cht National &AI< Treasury could obtain a rulinf of dot 
of Cn1:ho-Sklvakia 10 the Bank for In- court5 as to whether they have the powu 
tt~Ntion;a1 Scttkme:nl~ and deposited by to prevent the Bank of England from 
the bth r with the Bank of England making a transfer when ordc:rtd to do 10 
would be hdd by th~ IJ;'lu.k of England until the quc:stion of the true ownm!Up 
with tht knowled~;a that it bc1ongt:d to o{ tbr. gold is finally detennined. 
thf' Natiomtl Ut1.nk. 

As :.0011 :lil t he DdMte w;as over I made 
inquiril"S of the Dunk of England as to 
the farli. n.ud il b: 1>1.-in that the usump­
tjoll to "hich I b:wo rtf•·rrcd ls incorrect. 
The R11..nk of Enr;tantl i l<llCII tb.al it bokls 
from timr. to time amounts of g~d in 
sa.ft· cuS1ody for the 1:bnk for lntetna· 
tio .. l Stui<mcntJ, and holds SU<b gold 
10 .... onln ollho Bank r..- International 
SdllnomtJ, but lhlc tbt Bank or 
Encb.ad b.ao no kno..Wge •bethtt gold 
10 brill tJ tn fut the absolute property 
ole!"' R.oni f« lncumcio .. aJ Sttckmencs 
or b htld b)· the b tttr in whole or in 
P'" lor lh< li((OIInl of others. The Bank 
ofh £n«bnd i1. tlw:rdo~. not aware 
" <lhtr sold h<kl by II ac any time in 
the noamt ~ the 6an\ for lntern.'ltionaJ 
Settltment~ 11 thC' J)l\lptrty o{ the National 
Bank of Cmho Slov~kia. 

l'hc J.'lnte 5ituation exists as r ard,; 
cash balaucc!l held by the Uank ~ th~ 
~~elr of tho IJank for tntcmatlonal 
~u ements. 

No\v tha[ the c:ort'eCt position d under­
st~. ~ good rruny qut'$tions whic:b were 
nJ ised tn the: Debate are d isposocl of . 

Mr. Pelhlek-Lawren011 Arc not tile 
Governor of the Bank of F.nglruld and 
onothcr director of the !lank of E~and 
directors of the Bank for lntermbOCial 
Settlements-and not only directors. ben 
on the executive or that body.....a.nd do 
not tbey in that capacity know the trvc 
facts? Further, is the right hoo. C..U. 
mao now prepared to give u a.awa.DCt 
to this House that the llril4b ,...-. 
lives on the Bank lor lntemabooal Sdllo­
.r:ntnts in matters or hi,gh intem~-t:dlll 
policy will not act oontr:uy 10 I» poiOr 
ol His Ma jtsty' s Covemmenll 

Sir J , Simon• With recanlto tbt ~ 
question, it is, l believe, a fact tbatn~-~ 
laid down in the constitution or the. IWI'" 

for International Settlements tbat it 
shoukl include among its dlrecton. J 
think, the Govemor aOO, iu the ~ bd 
the Bank of E ngland, • ae<Ond """' 
of the bank. I am JlOt nwnrc wh~:.tllt)'t 
are memben of the executive comuoo• er. 

Mr. Bracken: One la chajnnn.n. 

Sir J. Simon• I can only ,.y thai,:;: 
not aware of it. Withrtganl to the · 

()f'al A•......, 5 JUNE 19.39 Onl AaltHN )If 

11 • 
1 

(SliiJO( 1 think. odd moR than the Bank for International S<ttlemmll to 
q--, to the HntM as 1 have dcao. transltr it to G<rmany. to the Reich in 
t~:.~the te5ult o( ihe lnqu~. the 10me form Ol other, tither to Pra.pe M 

• ·tion actually is. 1 cannot m lbe to Germany? 

~wnsunees b< exp<decl to go beyond Sir J, Sl-• The right bon. Gentle· 
lh••· man. I think . will see, if he will be good 

Mr. Pet!ti:k·Law;t ntt: The right boo. enough to )t)()k at my answer, that really 
GentleOTlO is dealing with the ~nd ~ both the questions he has put a.ro 
of the transaction, and 1 am de~hng w1th t~nswered. U be asks me whether I can 
the first part, and i.\SkJng the nght bon. tell him where the gold is, he Ia making 
Gcntlelllan whether, ir\ foture, he cnnnol the assumption that there it or may be 
undertake tO 5CC that when d~esC geutltt- in LondOJl, with lhe knowledge o( the 
men go 115 British reprcsent~hvea to t~e lJaok of England, a block of gold which 
Bank for lnternation3l Settlements their belongs to the Bank of Ct.eeb<rSlovakia. 
policy on matters of high international The answer 1 have given to 1he House 

1
mportaoee will be in accord with the shows that that is not so. A5 for tho ri(;ht 
policy of His Majesty's Government? boo. c;en~eman·s other question, namely, 

whether or not the gold is liable to be 
Sir J, Simon: I really think that the translemd under an order of the Bank lor 

bon. Ctncleman introduces a tittle oon· IDwnational Settlements. the .,.._ I 
fusion wbtn b< spnlcs of British rq>rO- have alnady P'~ shows that it Ia. I am 
sa>tllh'<S. These crntl- .... not advis<d. that unles we are~ .... to 
British RpteKntatives in the nlevant bnak treaties that we have sas.nod. DO 
....,., They do not r<preJ<nl tho British other course is pDO'ible • 
Go•-.mmeot: they do n<K r<prettnt British 
policy. They are individuals. who. by 
\>lrtue of their office, are members or the 
directorate of the Bank for lntemationaJ 
Settlements, and I really cannot be u kcd 
to indiute. what the policy would be. 

Mr. Pelhick-LawrenNs Docs the right 
hon. Gentleman really mean to convey 
that an important British institution-the 
Sank of England-it to be o.Jlowed to 
have representatives going to aet on the 
Bank for lntemattona.l Settlemt:n~ i.n 
matters of high policy contrary to the 
views of the GO,·emment? 

Sir J. S-1 I do not knew any· 
chin& about mact<ts of high policy. I 
1cnow lhll - an u\1emalional bank 
kJc:ated in Switurland hu its dtrectora.te, 
thr mc:mbers or that directorate must act 
~ to thcir authority and judg· 
men1. and they do not g<t that authority 
from the Britisb Govt:C'IUl)tnt. 

Mr. Lloyd Ceor111 Hu the right bon. 
Gentleman had time to a~«:rta.ln where 
the gold is? Is it in the Bank of Engltnd 
:t.1 the present moment, or hal it been 
transferred td 50mewhere ellc; and, if 10. 

to whom? I also a.ik. in tho seeul\d iJlace. 
if it is in the Bank of England, wuo.t i.J 
lhe oblij;>tioo of the Banl< of England 
according to the interpretation of tl1e right 
bon. Gentleman? Are they to pus it 
over 1 Aie they bouud by the ordUI of 

Mr. Lloyd c-p: With~ to tho 
first qutStioo, surely there is £6,ooo.ooo of 
gold somewhere which fonnt.rly belonged 
to Cz«ho-Siovakia ? It was depooitecl, I 
understand. here. Where ;, that gold l 
Really, we ought to know, that £6.ooo.ooo 
that formerly belonged to Czecho-Slovakia, 
and which we stiU mninta.in belongs to 
che same people now. Where Ia ltl 
Under whose orders is it? 

Sir J , Simon: The tight bon. Centlo­
man,l am sun, sees that that is a ques­
tion wbicb neither I nor anybody elte 
could aruwer. [An Ho•. M!lOil!a: "II 
is in the Lloyd George Fund."] I _ha, .. 
already explained that n •-u a "';-k• 
to suppose ~~ there -.-as a quantity of 
cold b<loo&ing 10 the Cui:bo-Sicwalc 
authorities which was in London as far u 
tither the Treasury or the Bank uf 
England know. Buc cb< Bank of 
Eog,Jand bokls a considerable qulnhty-
1 know nothing about £6.ooo,__.,. 
account of tbe Bank for International 
Settlmaents. Where it come~ from it uot 
3 rna ttc:r for them. 

Sir Irving Albtf'YI Is it nat the fact 
thtlt, if such testtietioll.l 3S arc &uggestod 
by right bon. Gentlemen and hon. Genlle­
men op~ite w tte Unposed upon the 
Bank of England, the only rtsuh woukl 
b< that it would b< impoulble on future: 

I 
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..... ..-a ..... 1s- 111o ,.._ 
mrnul bet that v.ndu inttnabOaiJ lh 
~y bu oo eb.im to a.oy C..C. 
d,liets untU sbt> bas tt!td'f'td ~ 
recognition for the conq_~t of C.: 
Slovaki:l. and will the CbanetJlor ~ 
y;itb the Governor of the &nJt 111 
tng~nd to find mrans by whic-h Ctrmaoy 
can be pre"·ented from takins Molril 
gOOds! 

Sir J. Simoni l am vtry ready io lllce 
into oon&ideration wha t it •uggcittd -
l am afraid du t it wm N>l ~ folic~ 10 
be easy. 

Mr. G. Slraustt Does the risbt -. 
Cf:ntlemao want the House 10 unctmtbd 
!bat the Covunor of the Bonk ol EoaJud 
does DOt know wbelhcr this loW 1. 11 
Loodon or DOC, a.ad, i1 he doea bow,._ 
tw bem uked to live an CX'Piaaa• 1t 
the T.-my; ond ~ he hu ~­
bulle- wdoool 

sa- J. Simoft1 I bave every ,_ • 
bWeve that the informatioa I havt M 
g;,..., is completely caJ>C!ld ood -· 
ahl<. and I accq>t lt. 

Mr . Creenwoodc 11 tt the cue dial. d 
Mr. Montagu Nonnan. as Cbaltmu ol 
the Bank ol Ensland, wu at the~ 
of the Bank for lnternadon:1l SetlkrnctM 
which took this decision, he do8 noc ).11(111 
his other h3.lf and doe~ not lcnow v.tlm 
the money really is? Can tht~ r!ch1 hoi. 
Gentleman say whether the fo:x«uth! 
Committee at th:u meetlns whkh td 
thiJ vc:ry important dcd~loa was fdy 
represtntative of the mdtlbtn of !be 
bank. 

Sir .J, Si.oftt I really c:anftCil .­
on m.J.tlt!S that have to do~~-~!'!!: 
duct of the Bs.nk for lnttrnaDCJao~~ ~ 
ll'ICDts. h il not for me to •Y ..,.. • 
- oltJUS-- be .w.. 

.... c ............ If the """ __ ..... 
&man -.rue to deeb-re that ~~ 
wbieb took that d«itioa· ""i4 Will':: 
not properly rtpftK1'1>ttV< • ...,.Jcl cl"' 
be b1s duty to prw on tbe 'DoUd ., 
Bank tor tnte~Donal Stctk-a ., 
British Govuntntnt's YltWt 011 

matter ? 

~nclosure _'ilo. l ... t o d.eapatoh 111!!&1.1 of ··-6-J\Jl~ 'IM4" 
, rum U·• s;_mbtnay at London, England . 

PJJU.IAUI!NTA.RY DEBATES NmlBER; 
House or Commons 
5, June , 19311 . 
London, Uolo . 34-41 • 

il 0 •11J A •U••u $ J UN 

Sir J, Simon: No I do not bl!lieve 1htre 
it any ground fOr thinktng tha t there was 
any irregularity. But l must moil 
resp«t!vUy s:ubmlt thAI r ea.nnot be u:­
pet:tt"d to answtr for the Bank for Inter· 
mtional SeetJements. 

Mr. Stephetu Will the fUbt bon. Ctft,. 
dtmu aot agree that the dt!Kulty aro~e 
~ lhe bet !hoi tbo eo. ....... ol lhe 
8uot ol ~ ...., .. Cmnony to "' 
Ibis money? 

Mr. Harold Macmillan1 \Voa.Jd my 
~llooo. Frimol be prq»nd 10 conold<r 
as a pure m:uttt ol i-~Utrna.tional law • 
wbet.ha-. ~ ArtM:Ie 2 of the 1930 eon: 
""t'Dboo U IS not po!i5LDf,e for His )(_a jftry• 1 
Go\'tr'!.mmt to bring this d.ltpute with 
t~ Swt5!" Goo.·ernment, fOr h~vitiR allowed 
thiS ur~n on the part of the Bnnk for 
lo!em~bona,J Settltmenu, before the 
Tnbuonl laid down in this Article or 
ahern:uh,rly v;bether it Is not oom~tcnt 
mkler th~ terms of the Con ... ention for tilts 
~nk of En&laDd to brlpg the di\ p•ue 
wnh the Bank for lntemntionll.l Seule­
~rnts bf!fore th~ Tribunal so laid dowu 
10 the Con .. •ention ? 

~~~ tl. Simon: I do not like to offer a n 
OJllruon on a complicated ltpJ mautr 
ac::tOM. the Floor of the Uouse ben u far 
It I am a•""- o l.. • • ~ ...... u.~ere • no ditpute AI ,0 
nuiOOl) ~-~of the Banlt for Jntu. 

~UJaDmts wu contn.ry to law. 

Mr. C. S. Taybr Bas my ri&llt boa 
F ntDd sem a sttlt':mft!t issued fn:lm Balle 
bt tfw 8a.l'lk for Inte:ru.tiobi.J Scttltmtnb 

"'' !hey bod """" 10 this - wilh ''Uy peat ~? 

Mr · 0. Ia Bltt: Does not the • hole 
lltltter stiD teaWn hi,shly unsatisfutory? 

- "3 ---

• 
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JR 

Secretary of State, 

I ·ashington. 

1197, JunE 26, 5 p . m. 

FOR TI!E TREASURY. 

GRAY 

Paris 

Dated June 26, 1939 

Rtc ' d 2 :20 p . m. 

JtJ 
Statement of s i tuation of exchange cquali ?.ation 

fund published i n JOURNAL OF~ICIAL of June 25 shows that 

fund possessed about 171 423 million francs gold at thE 

end of February co,~pared \11th 1'1, 321 million at t he 

end of January (pl ease set my telegram No . 959 of May 17) . 

llo transactions art rEported between exchange 

equali zation fund and rentcs fund dur i ng the month of 

February. 

A semiofficial noticE published i n the FI NANCIAL 

PRESS indicates t hat the French Government has not yet 

of f icially recEived notification or the s i gnature or 

the Franco- Japanes e commercial agrtcntnt , and that 

offi c i al quarters consi der that " an exaggerat ed 

lmportnnce" bas been given to tbe negotia t i ons . It is 

txplnincd, with respect to payment arrangements , that 

~ht agreement links up purchases or Japa nese merchandise 

by France and her colonies to purchases by Japan of 

French 
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-2- #1197 , JunE 26, 5 p. m., f r om Paris 

Frtnch products so cs to ltad Jap~n to utilize in Prance 

thE francs arising f r om paymEnts madE to Japan for 

dtlivEr1ts to FrancE and colonies , In this respect i t 

1s pointEd out that the substantial commtro1al bal ance 

in f avor of Japan has up to now bttn at thE frEE 

d1apos~l of the lattEr . 

END SECTION ONE. 

lfiLSON 

1~'1C :CSB 

.. 
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EG 

Storetary or StatE, 

Wnshinc;ton , 

GRAY 

Paris 

Dated JUnE 26, l9J9 

Rtc1d 2 :15 p , m, 

:as 

1197, JbnE 26, 5 p . m. (SECTION TWO ) , It is stated 

that the adverse balancE tor Prance in its commErcial 

relations ~1ith Japan up to bEtncen 65 and 9~ id offset 

by French Indo- China trade nith Japan . It io indicatEd 

finally that in cane of nEcessity thE arrangEmEnt Vlill 

not prevent France from joining Vlith Grcnt Britain in 

reprioalo that thE latter may be ltd to takE to protect 

Europe~ inttrEsto in thE Fer Eaot , 

It io stated in today 1s preos that in accordance 

with thE dccioion rendered by the civil tribunal at 

La Rochelle on JUne 21 ¢eclo.ring valid the dist rn1nt 

claim of private bar.ko in th£ Bi lbno rEgions 9000 cases 

of Spanioh gold o.nd va).uablea 11hich have beEn hEld in 

Ln nochcll£ sincE May 1937 ere about to be shippEd back 

to Spain . 

The Pcris Tribunal of Commerce has decidEd that 

moncyo onina to citizcno or the former czechoslovakia 

muot be paid by thE debtor to his credit or in pcroon 

and 
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· 2- 1/1197, J\lnE 26, 5 p . m. (SECTION TWO) f r an Po.ris 

o.nd not to thE Commissar appointEd by thE Gtrmo.n 

GovEr nmEnt to o.dminist t r the crEditors o.ffairs . 

BusinEss on thE t xcho.ng E mo.rkEt was on a small 

3oalt o.nd mOVEmEnts in ra tEs wErE narrow. ThE f'unds 

bOUGht oomE stErling. ThE SEcurity markEt was dE­

prEss Ed and inactivE with rEnt Eo and variablE rEVEnUE 

SEcuritiEs shovting .fro.otion:tl lo03Ea. 

(END :~ESSAOE) 

WILSON 

CSB 

•• ' II .. 

:o ( 
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JR 

Secretary of State , 

':lashington. 

904, June 27, 6 p . m. 

PLAIN 

London 

Dated June 27, 1939 

Rte ' d 2:;50 P ollio 

FOR TREASURY PRO!! BUTTERWORTH. 

1 . The dollar opened offered and remai ned so all 

day due to a rQ~or which is alleged to have been 

reproduced in the Paris press to the Effect that thE 

PresidEnt if dcpri vEd of thE po1•ter to dEval uE thE dollar 

after July lst would usc thE existing powEr to devalue 

the dollar beforE July lst . New York also came in a seller 

of dollars and the Bri tish fund was a buyer . The turnover 

was l arger than in recent days . { Needless to say the 

Bri t ish would vi ew with complacent satisfaction t he 

expirat i on of the devaluati on powers . \ 

2 . The ac t i on of the Senate as risards purchases 

of foreign silver caused a drop of 11/16 in both spot 

and forward s ilver at fixing . HowevEr the amount done at 

fixing v•as not l argE and thE s clUng was mainly by 

spEculators and Indi a . There werE somE post-fix ing 

deali ngs at a sixteenth abovE the fixing price . The silver 

market 

.. 
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markEt is of coursE at sea as to what will Eventuate , 

Silver shipments i nvoicEd today nrc as follows : 

400, 152 finE ounces, va l ued at $161 1 061 by t hE NIEU\'1 

AliSTERDAM (which sailed June 23) from the Anglo Metal 

Company to thE American Metal Company; 1071 730 standard 

ounces vo.luEd o.t pounds 8 , 640 from Sharps and '.• illdns to 

Handy and Harman; 1081 446 s tandard ounces valued at 

pounds 0 , 867 !'rom Sharps and r.i lldns to Handy cr 1 Herman; 

216, 090 sto.ndard ounces valued at poun1s 17,8P5 from 

lloco.ttn and Goldsmid to Irvington Smelti ng; 1081 011 

standard OUnCES va lUEd at pounds 8 1550, 19 , 0 from SamuEl 

llonto.gu to AmErican Smelting . ThE lo.ttcr shipments 

ar c by the QUEEN HARY, 

3 , B.wlty tElls mE that thE directors of thE 

Chinese sto.bilizat i on fund arc satisfied Y11th thE mnnntr 

in which the spot squeeze is operat i ng , Havi ng allowed 

the Chi nese dolla r to f~ll to a level at ~hich i t could 

be mort eas i ly defendEd in thE f ncE of thE pressurE of 

increased importat i ons into China , thc r estri cti ons of 

bank withdrawals have had thE desirEd EffEct of reducing 

thc volume of currEncy, thus strengthening the exchangE 

posi tion of thE ChinEsE dollar . 

4 , DuE to the news from Ti Entsin and the abs EnCE 

of any specifically cncourag1n~; n£YIS regardi ng the 

Anglo-Russ i an negotia tions the London Stock llarlctt has bEEn 

marking 
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- 3- #9041 JunE 271 6 p. m., from London. 

mnrki ng t imE • 

226 bars wErE sold a t gold fixing of lthich 14 P Ert 

married :~nd ovEr onE hundrEd suppliEd by thE British 

rund . 

KENNEDY 

CSB 

• 

... 
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PARAPHRAS~ OF TILIGRAK RIOIIVID 

JROlh .llllerioan ~eey, Parh, l"ra.noe 

DATI: June 37, 1939 , ' p.m. 

10.' 1301 

FOR THI 'rRUSURT DEPARTimliT . 

Today the apathetic condition o! t he exchange 

market continued. Bot much buainees took place. 

A !air Mount o! aterling and dollars wae obtained by 

the !Und, there haTing been o!!eri.ngs o! dollars in 

particular, Almoat no change in continental ourrenoiee. 

In a cagging market !or eecuri ties, bueinen was almoat 

at a etandetill. 

The French financial preae hae giYen much not"ice 

to the barter arrangement recently concluded between 

Great Britain and the United Statee , but t here hae been 

no enthuaiaea &rouled thereby, The fact that it ha1 been 

con&idced neceseary to return to medieval t rading methode 

ia regarded aa regrettable. Surprise ia expressed that 

apparently the United Statee and Great Br i tain haTe 

forgotten their ardor for dnelopment of libcal inter­

national oommeroial transactions. rurtoer, it is noted 

that the arrangement ia nei t her an econoeio, commercial 

nor monetary one, a.nd therefore 1t is eugg·eated that 

1t 
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it probably 1a a pol1Uoal uriiiiC•mt. U 1a po1Jlte4 

out in thh reiiJ)ecn that the 1n1UaUYe -e tum at 

the aoaent 11hiD Oongreaa reoeiYM the propoae4 .. adaat 

to the neutral1 ty law. The uransemat h &lao regard eel 

&a a tentat1Ye one fareehadow1ng the adoption of more 

extena1Ye aethocla of tr&41q one oc.ao41ty for another 

oo .. o41ty. 

BULLift. 

:U;LII 0.1 

.. 
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Flt.OERAL R£SERVI!' BANK 

OF' NCW YORK 

.a( e) 

1 1 CORRESPONDENCE 

CONJllll21TIAL n LU S U tlJ It CT1 

DATF.- JUDe fr7 I l 938e 

TILIPBOJI'! COIYIIJR6A1'IOI WITH 

!Alit OF D OUR o. L. w. ltnok e 

~lt,ooo,ooo, h e said, lbi ch were ottered Oil ~r• t hat t h e 

Presi dent was aoine to e11erciae hi• po wer to denlue, betore 

June ro. Bol den of do l lar s bad sol d and dt• pted to 10 i .nto 

cold 'llhi eb was quoted at the -mt aro1111d ~~~.78 ecain at 34.'78 11• 

this moming . I nplailled t o h1a what t he p arll• wthl')' procedure 

was coi.ng to be in oonneotion with Jeater4a7' 1 -.ote ar~d that t h e 

out co11e ot the conterence ••• UDpr ediotaltle. People aell!lled to 

t hink, hown er, I oOBtinued, that t h e atablllaation fUnd 110\llll be 

e ain tained. 

IJ \ " I i , I 1 ~ 
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TO 

FROM 

Suh,le c ~ : 

.. 

TREASURY DEPARTMENT 

I NTER OFI"'CE COMMUNICATION 

secreta ry Mo rgentbau 

!Ar. Whi te 

DATit June 27, 1939 

o~t Happened t o the Czech Gold in the Bank ot 
Enl(ltmd? 

• • 4 .i !. 

The following oict ure emerges t rom the different versions 
or t' ~ c~ech ~ld affair which have a ppe red : 

~n ~arch 14 (end possi bly tor some days lster) the 
ou ch llllt lono.l Bank held goo,ooo ounces or gold (or $2g mil­
l ion) with the Ba nk for Internat i onal Settlements . This gold 
~aa held by the B.I .S. on eo.r mark with the Bank of England. 

On March 15, Prague wae occupi ed by the German ArmY· 

On March 16 , t he Br 1 t i sh Trea sury r equested the Bank of .. 
En~land not t o make any except i onal transfer of gold or bal­

ncas ''" Czech acc'lunt wi thcut prior r e fe r ence t o t he Brl tlsh 
K>vernment. 

On ~arch 17, the Br itish Tr~aeury r~ ue s ted all f inancie l 
in tl tu tiona to block all Czech a88ets . 

On Karch 27, British legi s lAti on was finally enacted 
le~alizin~ thi s i mpoundi ng of czech assets. However, it is 
n~~ known thHt these $2S mill i on c t assets were t r• nsrerred 
t, the Oerlll8ll oovernt~~ent some ti111e bel.ween Karch 15 and 
hl• rch '1. · 

Some time af ter the occupation or Prague by the Germane 
thr •xsct date is not xoown to us -- the reap nsible offlciele 
of the Czech Nat i onal Bank si~ed the necessary papers rP.quest-
in~ tho B.I.S. t o transfer aesete held on behalf or t he czech 
~lo tlonal Bani< t o t he Re1c hsbank. The Oer,nons tre r eby obta ined 
t lt1e to the $2S m1 l l i on or gold held 1n London in the name or 
the ll . I. s. The source of t h1& inforro\1\ t i on i e 9u tterworth. 
( WhP ther tre Czech Nat1onal Bank o r1'1c1als signed t he papers 
volunt a rily or under duress 1s not divulged. ) 

Prepe red by Mr. Adle r 
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It is not known preci sely "hen the title t o the gold 
~as transferred t o t he Gerwans and i t 1e not known when the 
Ge r1nane utilit.ed t h&t gold . Aooording to Butterworth, the 
Germane did not ask tor thE' trans fer or the $2S million at 

ne t 1me. (One reported source -- The Week -- ~:_:~s that 
:he tt tle was trane r .. rred on Karch 17 and gold was released 

j_!S 

on ~Arch 21, i.e. , s ix daye after t he Germane occupi ed Prague 
end five dnys af t er t he Bri t ieh Treaeury r equested t he Bank 
of England not t o make any exceptional t r ansfe r or gold on 
Czech account without pre vious refer~noe t o the British Govern­
J>ent . ) 

Some time before March 2~ t he French Kanage r ot the 
3 .1 .5., Wr. Aubol n, objected t o the t r ansfer ot gol d and re­
oor ted thl' me.t ter t o t he Governor or the Bank Of France, who 
in t urn reported it to the French Government. 

On Maroh 24 the French Gove r nment made r epresentations 
to the British Government oppoeing t he transfer or gold to 
Ger~any . (But terworth go t t he i mpression from the Britieh 
tr..et the transfer or gold occurred "bout tha t ltate.) 

On May 19, Ll oyd George asked Chamberlain in the House 
of Commons whether it was true t ha t a Gerlll8n official wae 
negotiati ng with t he British Treasury which had •agr eed to 
release 5 milli on pounds or Ct.ech essete in t his country to 
the Bank t or International Settlements t o be earmarked t or 
the use or t he Re ichebank1 • Mr. Chamber lain replied that 
on that pert1cular point "the whole story i s a mare's neat• 
and tha t "the Treaeury had not agreed t o releaee any Czech­
oslovak seeete t o t he Ba k tor Inte rnat i onal Settlement& or 
to anyone e la e • . 

r r om l!ay 19 on critici sm o r tbf' transfer or gold t o the 
Reichebank g· thered in f orce and mor e o~eetione were aeked 
1n the House or Commons ae t o actually what had happened. 

During the nex t t wo weeks British GOvernment official• 
a ttempted t o Justi fy the r elease or gold on the grounds that 
they did not have t he authori t y t o atop i t or even the power 
t o i nves t i gate. Sir John Simon emnhasi ~ed that t he Bank tor 
Interna ti onal Settlements was non-politica l i n character and 
therefore had to f ollow le gal precedent, and furthermore that 
the Bank or England wae or such pr i Tate chAracte r that Nor man 
wes under no obli gation t o i nform the British Treasury or 
a ffa ire of the Bank for Int e r national se . tlemente a nd was 
unde r no obli ga t i on to teke instructi ons on euoh ma t t ers from 
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che llrlU eh treasury. (the Bri tlsh Government, he said, 
MoB unde r trea ty obliga tion not to violate t he immunity ot 
1 11 holdings ot t he B.I .S. in London.) 

On May 26, Sir John Simon stated in the House ot 
co.n••Jons Ch" t he d1 d not even then know wher e the gold was 
nnd t het he was not over-oertaln that t he Treasury had the 
nowe r t o find out. Yet two months earlie r, on uarch 17, 
Lo rd Hal i f ax (in Pa ris at t he time) informed Cochran tha t 

, ~ 6 --

re h~d discussed the question or Che Czech assets ·•ith Simon 
n•l t.hr t Simon had stt> ted t ha t t he Bank ot England believed 

lt coul d not refuse t o honor drafts on gold held tor t he 
account of czechoslovakia presented t o them. thus t he 
Treasury end the Bank of England hsd already discussed the 
J tte r befor e March 17 and i~ would appear Ulat in spi te ot 
.h~ Trer sury order t o the Bank or England t o block the c zech 
f& eta t hey had both decided not t o block t hem pe~~ently . 

The House or Commons has not ye t been informed nor does 
che oubl1c know -- no r d o •·e know -- v·hetber any ot the 
4 2S mill i on ot gold is still on ea rmark with the Bank ot 
En land or v.he ther t he Re1chsba nk ha s converted that gold 
intO other assets. .. 

When, on May 26, Sir John Simon was asked t o find out 
whether any of the gold was still in the !lank of England he 
·ueetioned whethe r he had the authority 10\t obtain such intor­

ti on fro~ the Bank of England and pr omised t o f i nd out whet 
h~ could. 

Cn June 5, he reported tha t he hAd inquired !rom the 
Rnk or England as to the tacta and wae i nformed that the 

3A'Ik of England has no knowledge whe t he r t he gold 1t holds 
on ~ "rmark tor t he B.I.S. 1s the a bsolute property ot the 

. I. S. or not and therefore i s not aware whether any gold 
he ld by 1t in the name of t he B. I. S. i s the proper ty of the 
C~eoh Nati onal Bank or not. 

It is a fact t hat the B.I.S. pe rmi t t ed the tttle to the 
Czech gol d to pass from the Bank of C:teohoelovaki a to the 
~elohsbank probabl y some time in Maroh. It i s not known 
•he the r Beyen, the Pres ident or the B.I.S., obtai ned the 
•)Oprove l -- ro rn~al. or i nformal -- or eome of t he directors. 
(!:eyen had r esigned earlier fro "' the B. I. s. to take an a p­
oo1ntment with a London company, Lever eroa. , which has 
ll'rge inves t men t s 1n Germany, but bed not ye t terminated 
le poa1t i on wlth t he B.I. S.) 

Regraded Unclassified



secretary Worgenthau - ~ 

On ~Y 30, Beyen stated in an interview that the ques­
t ion ot transfer was a purely technical one and that no 
pressure bad been excreized on the B. I.S. !rom any quarter. 

' .. , --

It ls known, however, that pressure by the French 
?'aMt;e r or the B.I.S . , Mr. Auboin, wae exerted on Beyen 
~0 prevent him trom acting so quickly. It is a l so known that 
rour nl e r at the end ot March protested t o the transfer at a 
meeting ot t he Board ot Directors. 

on June 21, Bonnet t old the French Foreign Attalrs 
Colillll ttee that Bey en did not consult the B. I. s . Boerd ot 
Direc tor s and thB t Beyen had handled the trans fer himself. 

It hae 
ef'n ~ ~ ma e ~ .e amoun o ~ec oe ov an assets 

tmpoundPd ln London totals about llj,i million pounds ot re­
ali zable assets. According t o Butterworth the British 
Tr eosury decided t o impound the Czech eseete in London be­
cause "it did not propose t o repes t i te experiences over 
Aus tr ia, namPly, to turn over ~ll assets in effect to the 
re r nten authorities e nd then have t o mall.e a play, "1.thout 
thie trump ovrd, tor tre settlement of obl1g9t1ons to 
Br1t1~h na tionals•. These obliga tions to Bri tish na tionals 
incl uded untultllled British Government orders to czech 
munition firms on which, in accordance with standard 
Eu r opean munit i ons practice, one-t~ird of the purchase price 
had a lresdy been paid . On llay 19, nego ti•• t1 ons be tween tba 
Br1t i eh and ·oerman ott1c1a ls began '1'1th respect to t he die­
posnl ot t~ C~Pch s ssete. 

... 
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Present: 

Dr. White 
r.lr. Currie 
lira. Klotz 

June 27, 1939 

12: 40 p . m. 

KW .Jr: I want t o tell these gentlemen this: 
I put up t he fol lowing sugge stion to the President: 

_:.B 

that he had a press conference at which people l ike 
Carmody, Baldwin of Farm Security and Stewart YacDonald 
come and explain the thing. I suggested we have a dress 
r ehearsal, and give each man 15 minu t es. He first sa id 
he would have a special one Thursday and then he said, 
"No; I wi ll do it a t my regular press conference Friday.• 

And I ' ve got soma of t he hea~s in today. I 
le t Lowell Me l lett handle it . I suggested Lowell Mellett 
because St eve Earl y isn ' t here . Now I, in the r oom, 
thought we would do a nice Job first . And he sai d, 
•we will do half one day and t he other half on Mbnday. 
Let Jones go over until Monday. Work out the t echnique, 
first . • 'rhat was my thought. I have put Carmody and 
Baldwin and UncDonald on Friday. 

Dr. White: How about Adame of REAl 
l et Carmody handle tha t ? 

Going to 

HW,Jr: Let him designate whoever he want s . 

The President wante to do it at hi e preee confer­
ence, wh1oh I think i s all to t he good. That gi ves you 
(Currie) addit i onal time to do railroads. But by that 
time somebody will ha ve to be wi lling to go to the Preei­
dent ' A press conference . I don't know whether on Monday 
or Tuesday-- I gueee Tuesday, aomebody will have t o go 
and say t his is t he way we are going to do i t 1 but thi s 
gives you a full week. Don't you think t hat sa good 
i dea , Harry 'r Not only doe s 1 t give it to the press, but 
also g ivea the Presi dent a ohanoe t o learn what it ia all 
about. 

.. 
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What about timing? Bending up 

HK.Jr: I don't know. 
he had not heard trom Jones. 

Last I talked to Foley 

Mr. Currie: lades told me this mor ni ng that 
Hamilton, General Counsel ot R. F. c. , had made a alterna­
t ive suggestion. Put it this way: don't ask !or addi­
tiona l legislation. R. F. c. could do it now by setting 
up a corporation tqrwhioh common etook would be subscri bed 
by railr oad equipment companies and RFO would loan to this 
cor por a tion. 

HK.Jr: What Jones always d~e is, he would rather 
t rade than eat . Any time! He will go without toed to 
~et a good trade and he will start trading on this thing • 
• nls is t ypical and he will make t he thing Just as i nvolved 
as possible. Well i t it1 e correct it dose not need legie­
lation , why has he not done it in t he last tive or six 
years? 

~. Currie: That's your answer. Sure! 

HK,Jr: A nd I t hink t he mood t he President is in, 
I don't t hink he will s t and tor it . 

'i9 --

I· want to say anot her t hing t o you "hall room boys• , 
that we have got t o pretty well sell t his t h ing and I am 
dolng it today and I want ideas, because Ha nes tells me, 
tor instance, that Walter Stone, ot Scripps Howard, has 
been talking to I ckea and all so-called New Dealers and a l l 
waah t heir banda ot it ; either said they wo~ld have nothing 
t o do with it or are opposed to it. 

I was willing to start the people today and the 
Preaident said no, he wanted to do it at hie preae confer­
ence. He wlll start Friday and will do 1t aga in Tuesday. 
And in t he meantime I am going to press t or this legisla­
r i on. Jones will put up a placi d reeietanoe; very hard 
to move h im. 

i nto 
than 

Dr~ White: What he will do will be to <Hvert 1t 
other channels. That will be hie teohnique 1 rather 
opposing. He probably senaes the Preeident e keen-

Regraded Unclassified



neee and he feels if he has control he can t ake care 
of 1t later on. 

H~hJr: I knew we would have this trouble wi th 
Jones. ' s why I am putting it over to TueSdaY· 
The stage will be. set on Friday and those people will 
go down the Hne. It will be very easy for the Presi­
dent to say , •Jessef you saw what I did Friday on these 
ot her t hings wnich want done. • 

I talked to the President early this morning. 
He was just as fine, chipper; everything ia all right. 
I Dean on the monetary thing. He eaid, "Everything is 
grand! Fine! This is good tun. • So it i s not a thing 
for t he Treasury to hang ita head about. 

Ot oourae, the ama~ing thing is Sterling is very 
s trong on the rumor that the President ie going to de­
value between now and Friday, ae a result or which the 
Engl1ah are able to recover some of their dollars, which 
they are short. 
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J\IDe 27 , 1939 , 

TO t Secretory lOorgent h&u 
fRCil • llr. c u ton 

116110RA!iDml 

SUBJECT • Luncheon oont'erenoe on l endil\jl aotlvitlee . 

Thos e present o.t the lWlohoon oont'orenoe i n your di ning room 
at ono o' elook todC'¥ ~ Tuoedtt¥, J\lD8 27th, ware a 

Seorohrieo Uorgentheu o.nd Wo.llaoo 
Jeaae Jonea 
J ohn Cana ody 
Lowell llella tt 
llr. IW!eo 
ILr. Foley 
llr. Oa1 t on 

:21 

You explained t hat you had ho.d a talk with t ho Proaident aa a 
rooult of -.hioh you wiehod to enliot the help of leadore in the .l.dctin­
la~re.tion, po.rtioularly thoo o who would have oomothinll to do with the 
oxooution o f tho now lending pro~:ram, in mt.lcin& lt euooouful. You 
oxpla inod that tho Prooldent wiohed to hol d one o r more p ros a oollfer­
••••• o.t -.hich the objooti'r .. end t ho mo tbodo or opo ro.tion of t ho now 
aolf- liquidatiJ>& prograa would be exp lained. At thi o preu oo ntorenoa, 
or oor.J"eroncea, tl-..e Prealdent doairocl to ha.ve JrOaent the t'bur or t1•• 
""n who would be oh&rged wi th tho rooponaibi li t y t or e xecution or the 
r rograa o.nd he wou ld a.ak them i ndividually to explain t o the prooo how 
the t hin& would worlc. You oxplainod that oinoo St evo Bo.rly -• tog­
bound on t he Yo.nkoe Clipper oomewbore in Now Brunawiok, tho President 
•lahod Lowoll llellett to have ohar;:;e of mo.kin& the no ceullry plana for 
tha pre•• oonforenQe . 

You invited o.n expreasion rrom llr. Joneo .. to tho prO&J"&Cl 1n 
&ono r lll. He uid th&t he didn't thoroughly underoto.nd o.ll of it but 
that ho -• ready to obey order.. Be referred t o t M oontorenoe at tho 
l'lhito House laot Frid~ a fternoon , 'llhen t he la g1 alat1Te leaders wore 
preaent, and soid t !>&t ho h&d uait;nOd Jo:r. !Woilton of tho R.F.C. lapl 
·~rr t o eonfor wit h JLr. Poley, ~ccordi,.; to inotruot iono, an t ho toot 
ot a bill . Poley reported th&t he bod bod a oonterenoe wl th U.ilton 
o.nd tho.t a ronaed dro.tt or .. bill had boon proporod. Be was, however, 

.. 
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•""1t.l.n~ a mOM rAndum from I!Alllilt.on, Tho t-ext ot t.ho proposed bill 

had boon s"-1 to all d' tho a&"nciea affected. It calla for a o1 Jl&lO 

londiDC corpon>tion >ohich will lll&rloo t 1 to oocuri ties and turn ovor the 

proceeds "" roquirod to tho vario~• •t~•ncl.ea for their oolf-liq~idat1ng 

loano . Officers of thio oorporation are to be the Sooroto.ey of tho 

troao~ey, tho Secretary of A,;riculturo , and t i'e Chai..-n of the worJca 

o.nd l oan at onoioo . 

Quooti on1ns by llr. Joneo elicited a doto.ilod oxp lo.nation from 

l!r . Co.noocly ao to tho n othodo under >oh i ch tho Rural Bloctrificatlon 

Adrill• totration now ope rate a and tho proapoot for additional capital 

eutlayo . llr. Carmody aaid that tho payment record, both of intoreat 

and pr incipal insta lmonta, on tho loans they bad oo far -do wu good 

and thoro wao an oxtenaivo field for additiona l projooto . Amon& tho 

states makinc largoot ~•• of tho R. E.A. faoilitioo a ro Texas, Iowa and 

J.:inno aote.. It was explained that tho now program was for tho dio­

burae::cnt or 4500,000, 000 over a period or aevon ;;eara l'!'d tte ro was 

no limit W1 thin tlult t\QOUnt on tho loane to be mado in tho next ficcal 

yoor , but it wn.s oaticated that tho new pr ogrer~ •ould roault in an 

addi t ional ~20,000,000 of aotual expenditure within tho noxt filco.l 

year . 

lJr• ~'cloy said that tho R. F.C . bod succootod thnt tho railrood 

oq"ipcoont pro.;rm be expanded by addinG authority to lond fwd • for 

tho c oru;truotlon and equireont of railroad ahopa, which would be loa•ec! , 

with an option to purchase , as in the oeee or rolline otock . ltr. 

Con>ody ro&&rdod t h1 o e.s hlJ:hly Important linco, 1., uid, rtL! lroo.d shopa 

1<0 ro oharactoriatically poorly equipped and would ~rnioh a lo.rr;o aar!cot 

for drill pr'lsses , modern la thea and similar e quipment which would 

benoflt tho whole machine tool ind~otry. 

You aalaod n.rl ouo onu of tho gr oup Wh> they would aosi v> to 

repro$Gnt thom at tho Proaidont' a oonterence . Ur. Jonoa s&id that he 

would co hl..alaolf; l.!r. Caroody sold tnot he co~ld roproaont both R. E • .&. 

8Jld tho new ti!Qrks ac*DCY' since the dtaraotor or the loan• to be mde 

by tho new worko a&<~ncy wo~ld bo very silllilar in po.ttem to thooo bei ng 

made by tho R. E. A. t.nd oi noo he .,., to bo tho hood of tho now works 

~J:onoy. He arg-•od a;:;ainat callin,:; in anybody from FilA, a s aus.;oatod 

by llr , l'oloy, on tho r;rounl thot Seorotar; Ickoa 11 unoympothotio and 

t hot none of hi& "'"" would mo.lco a oatio fa otoey appearance. llr. Wollo.oo 

nld he would undol.btedly aok lloDon!lld to appear on roads ond oomuono 

!"rca Farm Soo\lri ty to appear as to their program. Ltr . Jones would take 

c&.ro of reproaontation on railroad loe.na and forei&n loana. 

.. 
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llr, )lollott re•nct4 a.t thia point tha.t it waa highl.y importent 
that there abo\llcl be t. 4reu rehet.rul ot thia preu eonfe ,..,n<>e before 
Fr14oy, -re\lpon :yo\1 inntocl a.ll thoae p roaent to - to yO\lr ho\lO e 
tor d.ir..ner and a ocmtereno. talorrow night a t ••'f'tD o'oloolc. You 1n· 
Yl tacl Jlr, Joma, llr. Wt.llt.ce .,d llr. Cu.ody to brin& a.n:y crt t heir 
uahta.nta tha:y de alrecl. llr. Ca.mody at.ld it would ~ bo necouar:y 
tor hi.D to bring a.n:ybod:y, but llr. Jonea at.ld he '1101114 like to brint; 
\'lorren Pieraon tor tho foreign loa.n end t.nd eoMbod:y elae tor t he 
rdlroo.cl phue. Se<>reta.ry 11a.llt.oe at.id ho wo\114 bri~ lloOonald a.nd 
Btlclwin, or aona other, trom Fam Security. 

Aa to tho foreign loa.na llr. Jonea oxplalnecl it waa hia belief 
that they t.lready hod tho t.\lthority to malce o\loh l oa.no . He called 
attontlon t o tho otata.mont ho !'ad ade yeatorda:y a.t a preoa eonforenoo 
and yo\1 roca.rl<ed that yw t hought it a -..ry e;oocl ata.-t, 

Aa t ha conterenoo brolot up you oado the au sceatl on that .... 
ahould havo a chart crt t ho mw lo~ aot i'O'ity , •~& tho or&Clha­
tlon of tho a gonci .. thrw t;b Whom tho loana '110\lld be r;rantod, tho OO\lri>O 

or 1\mda in tho publio .. rlott, tho 10nd1!11 corpora.tlon &nd t ho rlow or 
fur.do to the varioua projeota . You inatruotacl llr. Foley and .., to ca.ll 
In l!r, !leas and got t o work prep.rin& auoh a. ohart, to be ready it 
poaalble for the meetine a.t your houoe llaclneaday enning. llr. Mellett 
•cldod t hat wo should have <>oploo ot thla chart avo.llable for t ho prou, 
llr, Foley, llr, llellott , llr, lla&a m d llr. Xadoa Mt ilnoeclt at ely attar­
ward with- In ftJ/1 office a.nd dilcuaaed wlwt waa W&Dtod, 11horoupon llr. 

llau wont beck to hia otfloo to att.rt work on i t . I <>t.llecl llr. White 
end llr, Boll, oxplt. lned to tho• wbllt waa bel"' clone , &ncl in'O'itacl til-
to tho meting t ....,rrow e VGCln,; . 

• 
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SEcretary of State, 

rfashington . 

RUSB . 

237, June 27 , 6 p .m. 

FRO:• \IAIT POP T:\EASURY. 

GRAY 

RomE 

Dated JunE 27 , 1939 

Reo ' d 1 :40 p. m. 

On acnount or death of Costanzo Ciano, PrEsident 

of thE Italian Chembtr and Gov ernment partici pation in 

funer al away from Rome, my appointment to discuss 

bounty situation may havE to bE postponed a few days . 

Is Department willing to postpone 1asuanct noti cE on 

sil~ for a few days and if so until wbat.dat£ 1n ordEr 

that conversations may be had before order is i ssued. 

9 . 03 . 

PHILLIPS 

KLP 

.:24 
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JR GRAY 

RomE 

DatEd JunE ?.7 1 1939 

Rto 1 d 6 :23a .m. 

SEcrEtary of StatE, 

\"la.ahington . 
I 

23~ , JunE 27 , ll a .m. 

?:lOl l \fAIT 
1 

TREASURY ATTAC~' E , FOR TREASURY DEPART!.IEJIT . 

HavE appointmEnt n i th Italian offi cials for WEdnEsday. 

Will try to d i sposE of silk qutstio~ that day and advist 

rtsult immEdiatEly. Thursday holiday hErE . 4 . 92 . 

PHILLI PS 

oon 
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ROll! (ITALY) 

Tour 237, lime ;n, 6 P·•· 

Mrtae lla1 t rr-.u>T will w1 tllllol4 not1 oe CD 

aUk so<><~• ~mtU ·~ 5· 

• 

.. 

U:IB:LIW 

(ID1t1ale4) IIRJ" Ill mr ,J"r. 
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~. u. Joloy, l r. 

'!'oboe~ produood in Bul &VIa 11 orpot"t.-4 to a.Z'IiflliY. 
&.lba~UGCI\ly , without 1n tbo I*Uit11ac l:oYI.ncl booD amllfoc' urecl 
or procoa,.d, 1t 1s orponld to tho Ulll.\e<l But.. . Tho orporto­
tloo hca 0.~ 1a t:to wl>Jeot or o ..,...nt or bount r by t l:.o 
o..- Oonru::"" t . 

Seotlo. :103 or t ho 'l'arttt Aot o~ l )::,0 t rortdoa ' tat 
•ll:.oconr qy OO\mtry • • • aWl P.J or bu to..,, d!rooUr or 
1ndh,.otlJ1 tiQJ bounty or IV""' upoo tho :::.Dut~Ot\U'OI or IU'O<l'~o­
t !oc or orport ot nny mrtt olo or ~orob4n11oo nAautcoturot4 or 
T~~~~~-/?~~~~'f,• • • "• 'them u~ t ho IA;ortat i cn or i 13 c!ut1ol>lo , """''" aholl be J.ode<l on 

eqWIJ. to tho net &DOunt ot tbo b<>Wlty or pilllt . 

II io "'3 opini on t bot oounh:·nUincJ dut1a u MY not be 
nppl114 to !.llporta or tobacco o.a abo" dooorlboct. Tho qu .. uoo 
~•3 eub&itt od !nto~lly to l uat!oo ood i t uoDcuro wi~b t~io 
vt .... 

'i'llo oaly utbod now oni loblo to olo•• up tho l oophole 
in tbo ot otut o 11 legblotloc. Then 11 o d..,_;or, ~ ........ thot , 
1f wo •tt• pt t o OD.or.d t!>e otnuco, t llo S t:to O."A!l't...,..t .,..,. t ol<o 
tb opponiiD1ty : o ut'.\:1 Ito ro~ ool. 

C\lato.a lo.:;1alat1CII> 1o ro!orr..S t c tbo Way• arul li­
Coaolttoo ot tho Bouse . 

llll1t1a lool •· ~. r , , J~. 
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EX'!llil COllFIDEHTIAL 
=-

June 27, 1939 
3:07 p.m. 

!!arriner Ecole&: ••..•• llhen the Open Harket Committee met •••••. 

!l)o!Jr : Yeah. 

E: • •••••• and gave authority to t he Executive Committee t o 
let some bills run off, 

Jll.lJr: Uh- huh. 

E: !low, it is all subject to developmonte , of course, 1n 
t ho i nteri m. 

li!!Jr: Yeah. 

E: And t his ls the way t he tblng eete at t he present t ime , 
unless you see some reason wby we should do otherwise. 

~!Jr: Yeah. 

E: The blll e yes terday-- let'o eee, we had 44 -- 44 ollllon 
olght hundred and eighty-five t houeaod oome due -- this 
last ~teeks ' bllle. 

Hl!Jr: 

E: 

!iJ.'Jr: 

<'• 
~ . 

!U!Jr: 

... 
~ . 

l!lo'Jr: 

!U!Jr: 

Yeah. 

And ~ts had already repl aced a m1111on five hundred and 
osven thousand. Now we have 43 mllllon three hundred end 
seventy- eight t housand. 

Yeah. 

And What we 're dol~ 1B r epl acing t hose, all but about 
t hirteen million t hree hundred end eeventy-eight thousand. 
You eee mos t of t he billa are bought by t he dealere and 
the dealer banks • • •.•.. 

um.- hm • 
• • •••• and they ean leave t hem With all bills they bought. 

Yeah. 

The first week would be p1•etty drastic , eo whet we were 
proposing to do was to l e t r bout 13 m1111on of t he total 
run off . 

:t. eah. 
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E: 
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£: 
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E: 
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That will pret ty well olean up the dealers and the dealer 
bank e. 

Yeah. 

You see? 

Yeah. 

So that th ere will be a very small amount of billa that - -
• that would be wi th the dealers. 

Yes. 

And it would be an indication to thea t hen t hat in the 
future when t hey're buying billa -- ot course, in the 
past what t hey' ve done, t hey've-- they've bought t hese 
bills and never even pai d tor t hem; they Just aot as an 
agent. 

Yes. 
then 

They buy the bil ls and/Just immediately turn them over 
to the Fed. and take their commi ssion. 

Yeah. 

And they don't care what they pay tor them at all be­
cause t hey don ' t have to go t o t he market with them. 

Yeah. 

You see? Now, what we would - - t his would show up in 
our statement t hat comes out Friday morning. 

Yeah. 

And What we expected to do on Thursday, t hat would be 
tomorrow - - or, day after tomorrow, i s t o glve t his 
s t a tement to the press. I ' ll read it t o you: 

1 As a resul t or a reduction in the holdings or 
Treasury bi lls , th1o week's statement of 
condit ion of the Federal Reserve Banks showe 
a deol1ne of blank dollars •• • ••• • • 

Yeah. 

.. 
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S: • • • •• ••• 1n the system's open market account . • 

!G!Jr: Yeah. 

H!!Jr: 

E: 

HI!Jr: 

H!~Jr: 

!: : 

~~Jr: 

::: 

'I"Jr: 

E: 

1 Thid is in accordance wlth the action taken 
by the Federal Open J.!arket Committee on 
June the 21st, 1939 · " 

Yeah. 

•For some time past Treasury bills have been 
purchased for the syste~•e account at or 
near a no yield basis, and the account at 
times has bad difriculty i n replacing its 
cBturing bills.• 

Yeah. 

1 It was decided that 
purpose t o continue 
maturing bills, the 
always equal to the 

Yeah . 

it would serve no useful 
further replacement or 
supply or which 1s not 
market demand, • 

"This action is in reoponso to technical condi­
tions 1n t he bill marltet and docs not represent 
a change in general oredlt policy.• 

Yeah. 

Now, that's t he story. 

11ell, I have no obJections. 

\lell , I -- I clldn't t h ink you would, but I didn't molf 
wha t -- wh ~ t he s1 tuation -- ir t here was something 
I dldn' t kno~' or. 

No , you don 't-- there's nothing tha t ••••.. 

Hut it seems t o mo that -- althoueh I, per sonally, , i 
the end of last year was someWhat against action at 
that time~ r Tbe s1 tuat1on now io considerably dltrorent 
than it was at that time and I , personally, have been 
tavorabls to this eort of thing now. 

I Just want - - got one question. How many -- what 's 
the maximum that you tellowe will let run ott? 

.. 
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~ 
'that we will leo/off ln the future? 

Yeah. 

\!ell, of course , that-- I -- I couldn't say that. I 
couldn't - -ro-mean out of the total amount? 

t!t:Jr: Yes. 

E: 

:=: 

l!IIJr: 

E: 

H1·1Jr: 

E: 

Hl'Jr: 

E: 

E: 

lli'Jr: 

E: 

Well, that' l l be 
market condition 

t hat'll depend enti rely on the 
what the reaotion is, that we . •••.• 

I mean, have you an authorization to let so many millions 
run ofn 

Well, we could let them all -- all the bllls we have, 
run off over the next ninety daye. 

~ell , you've got six or seven hundred mill ion. 

No, five -- a little leso than five; f our or five 
hundred. 

I see . 

I D the aggregate . 

I soe. 

11hich -- which as a matter of faot, doesn't amount to - ­
the excess reserves 1<1ll likely build up through - ­
through Treasury diebureemente and through gold imports 
taster than -- taster than our bills vlll mat ure, so 
t hat the excess reserveo in Nev York will likely -­
even-- even it all t he bills Should run ott . .••.• 

Yeah. 

• • • • •• • which I don 't contemplate 1s what we'd do at all. 
My ldea of t his t h i ng would be to oont1nue 1n the market 
tor bills in order t o etabil1ze the mar ket . 

Well , you ' d check wlth us next week, wouldn't you? 

~le -- we will check lfith you any week. You can onll us 
up any time where you r eel tha t the tbina is not 
satisfactor y. 

That's fair enough. 

• 

.. 
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-. ~~ " 
A~ we have no -- we have no progr am and we're Just 
doing this now and next week wo may take the~ all . 

!!!lJr: Yeah . \/ell • •••• 

E: If -- if t he situa tion wae such t hat it affect ed t ho 
market and t here seemed to be any un -- an unstabilized 
oondi t1on, \te' d t ake them all next week in order to 
if t here we.o any question about t he bill rate going up 
t oo tast , see? 

:~ Jr : That's fai r enough . 

J.,[ oy idea is t het t he bill r a te would continue 
very low and it it -- and if it doesn't, I woul d 
t ainly t hi nk we should atay in t he market . 

very, 
eel'-

:-:Jr: ::ell, t hank you very muoh tor letting oe know, a nd I 
can 't possi bly have any objection. 

:: : Yeah. l1ell, all right t hen . 

H' :Jr: Thnnk you. 

E: 

~:::Jr: 

~ . 

f : 

'Jr: 

!: : 

~ : 

Cood bye . Listen, Henry .•••• 

Yeah. 

Juot a minute. It 1 e --of course, I t's a.rful ly important 
t hat -- t hat t hle be kept very confidential until after 
it oomes out in the paper. 

Yeah. \fell, I'll tel l. •..•• 

Instead of •.••.• 

I'll tell Hanes and Dan Bell. 

And tell them bow important it 1s and we've -- we've kept 
1t around here f or a wee k or with -- =ong .••. • 

\,ell , I 'll guarantee t o ltcop tt tor a month . 

All right. Fine I 

All right . 

Good bye. 

'l'hanlt you. 
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!!HJr: Hello. 

Operator: Senat or Barkley. 

!ll~Jr: Thank you. 

() : Go ahead. 

J!MJr: llello. 
Alben 
Barkley: Hello. 

ro:Jr : Alben • ••.•• 

B: Yeah. 

June 27, 1939 
12:30 p . o . 

!C~Jr : I t hought you'd like to knov that allver in London 
today broke f orty cents. 

B: It did ? 

_JJ 

Hl!Jr: So after th iS consul t1ng with t he Preaident t or a hlll.t 
an hou.r or eo -- I Just got i n , Just flew i n -- we •ve 
made our price t orty cent s . 

B: Uh- huh. 

ID!Jr: Here t hat ' s tor foreign silver. That 's . .. •.• 

B: That t hat is •••••••• 

JC.:Jr : • .••..• three cente leoe . 

B: 

;!I(Jr: 

8: 

HY.Jr: 

B: 

l!Nr : 

Yeah. You mean t or foreign silver . 

For forei gn silver. 

Yeah. lieU •• ••• . 

Ve -- ve dropped ••••..• 

I felt eure t hat the result or t his t hi ng yesterday would 

break the pr ice or silver • ..... 
Now, I don't koov hov you doped it, but it eeeoed t o me 
that it vas bad any vay you looked at it tor us to con­
t1n\le t o pay forty-three cents with it droppi ng 
continually i n London. 
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B: 
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That's right. 

And that 1f -- if the foreign silver we~ forty cents, 
well then sixty- four and a half looked t o u e t hat 
muoh sweeter. 

Yeah. 

It looks three cents sweet er, doesn ' t it? 

That's right. 

'Was I argui ng all right? 

Yeah. It seeos t o me so . 

Ah • ••• • • 

or course. I don It know what we - - I don I t know tlhen the 
conferees wi ll mee t on t hi s t hing. 

Yeah. 

It may be t hat we can't got the thing worked out before • 
Friday because ~1e ' re taking the Re l ief up and we '11 have 
to have some odd seaalone on that, eo I think pr obably 
it ' s very good strategy no t t o be in too big a hurry. 

You do? 

Or -- what do you t hink? Of course, I reali~e the im­
,Portanoe of t he Stabili~ation and t he Devaluation part . 

Yeah. 

And I haven 1 t any doubt t hat we oan -- t .hat the all ver 
people would agree without any trouble if we'd agree to 
t heir s i l ver increase -- thn t t hey ' d go along with the 
devaluation. 

Yoah. Did you talk to the President t oday? 

Yeah, he called me about a half an hour ago. 

Yeah. 

He gave a press -- he had a 'Oreae oonforenoe th1a morning 
i n which he gave out a l ot of information about the 
hl atory •• • • .• 
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B: 
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3: 
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B: 
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• 
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Yeah. 

•.. , .• ot the devaluation, but not eo auch the silver. 

Yeah. He told me -- he eaid, •I Juet had a magnif icent 
press conference and I told them why not fix the price 
on hogs, corn, and wheat, and everything. • 

That's right. 

HuM 
/ 

Yeah. t:ell, ·I 111 be interested 1n reading vhat they 
eay about it. 

But the ma1n t hing, I vented to get your horseback op­
inion. Do you t hink it's all right t hat I dropped the 
f oreign price' 

Why, I don't see anything else you could do. 

Right I I don • t . . . ..• 

Yeah. 

It you see Bob tlagrier, you might tell him. 

I will. 

Thank you. 

, 

We're in receaa nov Just vait ing tor t he A?propriations 
Committee to report the Rellet Bill. 

Well , of oourse • •..•.. 

Let me ask you, hov -- how iaportant is this - - this 
foreign purchase ot silver? 

The foreign purchase ot silver? 

Yeah, 

trot important at all. 

I argued against the 
gr ound tha t it vould 
buying etutr trom us 
silver they couldn't 

... ~.11 . .. .. . . 

the amendment yeeterday on t he 
handicap some ot the nations in 
because if we didn ' t buy their 
pay tor 1t. 

.. 
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8: 
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B: 
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9: 

B: 

Hl!Jr: 

!l : 

!!HJr: 
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But it d1dn • t do them any good. 

1:eu, you're being coneUtent. 

Yeah. 

\11th 11hnt 11e • ve been doing here • ..... 

That •e right. 

••• ••. but you • re asking me a point blank question. at all 
the t hings , I t h ink the foreign silver is t he least 
important. 

Vel l I t h ink t hat's t rue too. 

And ...... .. 

But I didn't know bow well it was regarded as of any 
great consequence or not. 

No , because we•ve cleaned up most or the silver i n the 
world. 

Uh-huh. 

And poor old China has practically none lett that she 
cnn sell, that 1Sn' t in the hande or the Japanese . 

Yes. 

You know -- you know t here ' • a big quantity of silver 
in ten oente. 

Yeah. 

And that's one of the t h ings t hat t he Japanese are 
after. 

r!~uttWhy d1d t hey l eave it theref 1/hy didn't t hey move 

They weren't a ble to. 

Oh, yeah. 

They tried their best . No , I -- I ' d bate to see the 
Stabili~ation Fund lapse on mo. 

Well I would too. 

.. 
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!!!!Jr: Yeah. 

!l: Ot oourae , I don't know what sort or concessions we'll 
have t o rnake , it any. The House, I think, will stand 
pat. 

h~!Jr : Yeah . ~lhen will the oontereee meet? 

B: 

HI:Jr: 

B: 

!C-:Jr: 

!l: 

ii!!Jr: 

B: 

lll~Jr : 

!1 : 

I don't know. 

Uh- huh. 

I don' t know. 

Oh. 

It all depends on how we get along with the Relief Bi ll. 
We have to sort or do 1t between meals. 

llell , if you don't mind , I'd like t o call you up again. 

Yeo, I'll keep in t ouch wi th you. 

Than!t you. 

All right, Henry. 

.. 
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June 27, 1939 
2: 20 p ,m, 

lii!Jr: Hello. 

OPerator: Senator Wagner 1s not 1n hio ot!ioe and he ' s not on 
the rloor. 

!U!Jr: \fell Just leave word that when Wagner -- Senat or Wagner 
is ready, I am. 

0: All right. 

H!!Jr: Thank you. 

2:33 p.!D. 

EMJr: Hello. 

Operator: All right. Go ahead. 

!!l-!Jr: Hello. 

Robert 
\lagner: 

!l:t.Jr: 

il : 

:!J.!Jr: 

II : 

!IMJr: 

tl : 

Hl!Jr: 

11: 

f!!.!J r: 

'rl: 

ll : 

Hello. 

Bob? 

Hello, Henry. 

Can I sell you a little silver at about t hirty oents? 

Ah -- well, it you give me -- make -- make it twent y. 

What? 

(Laughs) How is t he pound going today? Any ••• • •• . 

Well, t he pound is strong and I 'll tell you why. 

Yeah. 

The British, or the speculators, think that the President 
is going t o devalue between now and Fri day night. 

Ob, I see. 

And on that basis they' re sslling t he dollar and buying 
pounds. 

Ob, I see. 
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And tor that r eason it's a little bit s t rong , but when 
they wake up Saturday mornin& ond find t hat he didn't, 
why I think you ' ll f ind that the sterli ng will be weak. 

Yoe.h . 

Dut that ...... 

No1·1, listen that •mo a great oombi nll tion. 

(La.uchtcr) 

I Juat -- I could.n ' t believe it, you know. They -- t hey 
kind or -- Pat told me in tho oornina tha t they had it. 

Yeah. 

'.!ell , I - - I Just uouldn 't believe t lw.t t he aepubl1cane 
would vote t he way they did. 

Yeah. 

Trying e. hold up, bu t 1t 1 a -- ttould you have believed 
that? 

All • .••. .• 

Vanden be rg and fellovts of that kind vo ting •. ••.• 

No , no. I, personally, t hink it ' s one of the blackest 
uagee 1n our h i story. 

I do t oo . I t WP S a pure holdup. 

Yeah. 

There •e no doubt about that. 

I • .... . 

But now we've got t o t h in!': over night what to do , you 
oee . 

Yeah. 

Put on your t h inking cap . 

And ••••.• 

.. 
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For what it's worth . 

~/ell, I wouldn •It ask you U' I didn' t think it waa 
worth it . 

Thank you, sir. 

( Laugho) Ah -- but, of oourso , we were all sorry about 
it, Henry, but there-- there's nothing you can do 
ngainst n combination l i ke t ho t. 

Vell now, I ta1ked to the President twice today and I 
underst and he haa talked to Barkley. 

Yea. 

And he thinks he's sitting pretty. 

Just leave it alone? 

\/ell , he t hinks t hat you tellowe oan take care of this 
t hing in conference. 

~/ell , t hnt 1sn' t so eaay • 

Thnt 'a not oo easy. 

Not votes. I mean -- we -- we•ve got t he vote - - I 
mean, I -- I made up the oonferenoe committee myself. 
We've got t he three votes t hnt' l l stand up undoubtedly. 

Yeah. 

But we wil l have to -- wo may have to co~e back to the 
Senate, you see , because -- to get further instructions 
and inform them that the House will not pr oceed. ~e 
thing to do is to be sure t hat t he House appoints ODn­
ferees t hat' l l stand up f or t hem, don't you know? 

Yea. )/ell, is there any ohanoe of doing anything be­
fore Friday night? 

llell t hat ' s what Ji m worried about now. That seems an 
nwful abort time it we get tied up. I was even think­
ing of-- but t hey won ' t l e t us do t hat I don 't believe ­
getting unanimous consent to push -- rush t hr ou3h a 
bi l l to continue the Stabil1~ation FUnd, and t hen have 
t he other so t hat we can - - eo t hat -- t hat that at 
l eaet Will be available on -- on J uly f irst. 

.. 
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•.:oll no>: , I 1 ::t in t h iS ? OOl t1on. The President last 
>:oo't snl<i. he \<anted t o tumclo this h1asclf e nd. he sai d 
thltt o.r:n1n this corning. 

l!r 1:hrt? He 11anted. to hl\n<llo 1 t h1111Belf? 

Yonh. 

•.:ell t hr. t • s a l l r i ght • 

3o I can 1 t =:te o.ny c o::mi t tlont ...... 

::co..~ • 

• .... fro~ t his e:1d or tho Avenue bcon~£e he ' 6 te.J.l:l ng ...... 

~. ell , I have:1 ' t tcl.!:ed to Brr':l e;; yet totiay, bccaurc 
everybody ' 6 been t ieC. u;:> rn<" t'1cy lu'.<i. a !:lectin::; all 
norn1n:; of t h e 3o.nl:1n:; Corn1 ttce . 

But I -- nnt ur c.ll;; I >:ont to do all I can to he l ;) , bu t 
I ne~n , I ru.sht sa•' • " Yce , I ' d l1lte just to !lave t ho 
Strb111znt1on f.'und, " or "I >trnt dovo.luP.t1on. " • . .. . . 

Ycnl1 . ' .. ell, ! - - I ci.on ' t thinl:IIO can do th.'\t Pn~'~>ray. 

.3u t he -- he ' s tru.:tin~ directly to Be.rl:ley and I - - I 
e.on • t •.:ont to co.,e bc t11ecn. I oo1•t of . ..... 

'./ell t ho.t ' s all rir;ht . I 1:-1 juot ho.,l n- thr t a l'!n-
other dRY liil l - - uill na•:c those fello~ts realize u:tot 
s louG:f deal they ucnt thr ou:;t . ::ou cee? 

::ow :·ou :mo·.:, o.t noon toe ny I C'.ro;>:;>ed tJe .,rice or 
forcl::;n silver t ' roe cent s . 

·:cal'. , I heard that • 

!Jo you t h i:1!: t hn t 1 s good or bnd? 

Coed 1 

· •. oll , t hl't ' s uhat Bor'tloy on1u . I nolted :Se.rkl e;; to try 
to tell vou. Is t h.' t nll right? 

Yf'nh . I t h ink t lla t 1 A •·ood . 

.. 

: Jt~ : \:itn t ? 
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'l'bat' s good. l~aybe :you'll drop a little more to~aorrov. 

Well, it ' s possibl e, because it makes the 64i cente 
look three cents sweeter. 

Yeah. 

Is that right? 

Yeah. 

That's what I t hought. 

Yeah. Vell all right, Henry, I'll get in touch with 
you again then. 

Thank you 80 much. 

All right. 

Bob ...... 

Yeah. 

I appreciate tremendously t he !i6ht you made. 

1/ell, it' 8 one or -- I'll tell you, when you're up against 
pure - - Just fighting for -- !or What you might call -
well, I do n't want t o characterlr.e . . .... 

That's all right. 

•..... :you can 't-- you oan't do anything about it , don 't 
you &now? 

~ell , I -- I still aey I apprecia te tremendously the 
tight rou put up. 

All right, Henry. 

~le ' re not licked yet. 

Oh, heok no I 

llo. 

No, 

o. x. 
Good bJe. 
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Ct>rdell 
Hull: 

!!J.!Jr: 

!l : 

!! : 

llllJr: 

H: 

l!}!Jr: 

H: 

'!l!Jr: 

!i : 

H:!Jr: 

!i : 

!ll!Jr: 

ll : 

I'll baok. 

June 27, 1939 
2:47 p . m. 

I'Ve got a litcle memorandum on t hat thing I'll send 
you over-- on that Finnish thing. I think that ' s 
all you want to see. 

I see . 

Now on the other-- this other business ••. . • 

'1/hat IS that? 

This action or the Senate yesterday about the purchase 
or silver. 

Yeah. 

What ls th1e -- what do you t h ink is t he real status ot 
thnt over t here? 

Well , I t h ink th1s, Cordell. 
Barkley and to 1•/agner and in 
silver fellows want 77 oents 

Yes . 

I ' ve talked bot h to 
the t1ret place, these 
tor eilver. 

Number two, they don ' t want the President to have t he 
right to oontinut~dsvalue t he dollar. 

Yes, that' s the silver rellovs don't. 

No • • • ••• 

Tbat' e the other rellowa. 

It's a -- wel l, it's a -- it ' s a special bloc . I don ' t 
know What you ' d call them - fellows like Carter Glasa ••. • 

Yeah. 

l!}:Jr: • ••••• Adame, and that 'Whole group. 

1! : 

Hl!Jr: 

\·/ell , t he silver rellovs went in with them? 

They -- I think t he President called it •an unholy 
alliance . • 

: 

... 
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Yeo, I aoe. 

••••.• between t he non-devaluat1on1sts and the silver 
nloo . 

Yeah. 

And -- no one knew it was oomlng. Wagner said he di dn't 
know 1t was coming. He aald he didn ' t know it was 
there until t hey sprung it on h1m. 

Yeo. Well ••..• 

so ••••.• 

••••.•. what do you t h1nk t hey'll do 1n t he House? 

\/ell , I think they're go1ng t o stand pat . 

You don't think they'll aooept that amendment? 

I ' m -- well , I'm -- I'm f airly sur e they won ' t. I ' m 
not sure or anything after what happened yesterday. 

\tell then, would t he President -- do you suppose he ' d 
veto 1t 1f i t passes? 

Well 

Yeah. 

do 1 think ao? 

Hy gueas 10 yes. 

Uh-huh. 

!!y guess 1a -- because he gave me ths impression t hat 
he was just going to alt tight . 

Yea, I see. 

He -- well , I'll put it thla way so -- thlo 1 & Just be­
tween the two of us. He oa1d he will not t ake t he 
higher prloe for e1lver. 

Yoo , I sec. 

He dat1n1tely ••• ••• 

It's nov 65, 1sn1 t it? 

• 

.. 
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r~:Jr: 6lj.. l\'~. 

1:: Yeo . 

l!!!Jr: Bu t he said he det1n1tely will not take the !11ghel' 
price for s ilver. 

~ : Yeah. 

;-~~Jr: Now, he didn 't say e.nythinf!' about vetoing; but be !llllde 
t hat tla t statement . 

::: 

h"'~Jr: 

... 

H· . 

Yeah. Well • •...• 

So -- and now, s ilver opened in London today below 
forty cents. We ' ve been paylns forty- three. 

Yeah • 

Sq, agalr. between us , t he Preoident dldn 1 t t~ant me t o 
buy any for eign silver t oday. 

I see. 

H!!Jr: SO I said , "1-!r. Presi dent , we ' ve been doing i t right 
along . I th i nk the shook to the world would be t oo 
groat . • 

F. : 

w.:Jr: 

:! : 

.,. Jr: 

H: 

H!~Jr : 

H: 

I t might dror> down to no t hins . 

To nothing. So be sold, •Well, what do you think"? 
I sai d , •Well , what we ' d do norcally, i t t here vas 
no bi ll or anyt!11n6, ~e'd pay forty cents. • 

Yeah • 

So he said , 0 All right , pay forty cents.• 

Yes . Is there much -- much oomin~ in today? 

I t hink t hey bought -- I t hink they bought -- I t hink 
t hey bought around t our million ounoos, I tllink-

Yenh . './ell , • .. .. 

ir.'Jr : ""- • t luCy vo go .•.•. 
.. . . •.... maybe we get -- you see, we oan have someth ing 

Just like the l-lexloan oil matter, even it we had to ad­
Just t hat to a point , and somet~ing Hlte t !li s 

.. 
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suddenly ha~pened over there and you know nothing 
about it and we know nothing about it, and the l-!exicans 
think t hat it ' s sanction we're putting on them, you 
know. 

HJ.tJr : No. l~o . 

H: 

!!I!Jr: 

H: 

h'1!Jr: 

It shows how delicate those things •....• 

\/ell , as I say, I only -- I spoke to \lagner wi thin the 
hour • •.... 

Yeah. 

••••.• and he tells me tha t the thing was completely 
sprung on h1m; he knew nothing about it, and he didn't 
know that Key had the combination or anything else . 

Yes , I see. 

HMJr: Now, again, both last week and again this week the 
President has told me he wanted to handle the thi ng 
h imself on aocoun~ ot neutralit y. 

H: 

~ : 

!-:HJr: 

lfi.!Jr: 

H: 

liell, we d i dn't know anything about it, you know. 

\·/ell , ot course, now \Iegner tried to get a commi t ment 
out ot me , you see? Would I tak e t his or that . And 
I said, ·~iai t a minute, Senator. The President has 
told ms twice t hat he 's handling this h i mself direct 
eo I ' m sorry I can't make any co~itmonts.• 

I see. to 
I mean - - he said -- he wanted, you know,/put me - ­
say, would I take this or t hat ; and I said , 1 'l'here' s 
no uee aa1t1ng me because when I talked to Barkley• 
oh, I don • t know, somet 1m e ar ound noon -- 1 he said 
he ' d Just been through talking with the President 
on t h1s thlng, and t he President is talking di rectly 
to Barkley. • 

Yeah. 

So I -- I eat by and kept my mouth abut and hoped t or 
t he best . 

Well , you can ' t do bot h. You pan't k)eep your mout h 
shut and hope tor t he best. lLaunJ:Is 

... 
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(Laughs) Well, I'm going through that phenoaenon right 
now. But that -- t hat 1 e the background and it ail ver 
- - and it silver should dron turther in London t omorrow, 
I ' m going to drop it again. 

Yes . \~ell , I -- I ' d like to keep in touch with you 
beoauae this ~lexioan matt er we are -- we are pressing 
everything to the ninety-ninth on t h io oil negotia t i ons 
and t hose politicians s t art up a report immediately 
t hat we bave put a il'eputting ooeroion on them, you know. 

'.!ell the report on the tioker tape said that the nexioane 
shut down on t heir foreign exohange but t hey blatted t he 
United States Senate. They d i dn ' t blame t he President 
or the Treasury. 

I know t he r eal knowi ng ones -- but t he politicians 
got busy, you know, and they carry t hings before them. 

Now, another thing, so t ha t you've got t he whole picture. 
llor mally, a t th18 time ot t he month we send a let ter up 
to t he bank in Canada agreeing to buy a million two 
hundred thousand ounces tor t he next month. 

Yeah. 

And I ' m holding t hat letter up. I ' m not letting it go 
out. 

Oh, I see. 

ffi!Jr : Beoauee I -- it -- it t he bill vent -- it t he thing vas 
on Saturday, the tirst ot July t be way it is nov, I 
wouldn't have t he authority to buy it. 

r. : 

!l : 

Hl!Jr : 

li : 

ilHJr: 

H: 

OM 
Yes, If see t hat. 

So I don't want any outstanding oommltmenta. 

Exactly I tlell let me ••...•. 

But t hat' s ..... 

•.•.•. keep in touch with you , Henry. 

libat• s that? 

Let me keep 1n t ouch "'ith you. 
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Well , Cordell, call me and I ' ll come over any t1me 
you want me. 

\~ell , Just a word over the phone 11 all that 1 s neoea­
eary now a~d then. 

But t hat-- that's the whole p1oturo. 

Yes. Well, thank you so much. 

Good bye. 

Good bye. 
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DEPARTMENT OF STAT£ 

T HE S E CRE TARY 

June 37, 1939. 

sr~~c.r Lf C II .IV F,'IJE: Kri/f 1. 
ILEllORAimUll r<)R SECRETARY J.IORGEMTHAU 

The attached memo may be 

of interest . It 18 my person­

al copy and I would appreo1ate 

1te return at your convenience . 

C.!-1 

.- .. 

: 

• 

.~ 
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DEPARTMENT OF STATE 

DIVISION OF EUROPEAN AFFAIR.S 

June 27, 19:59. 

lfDIQ!WIIlUM 

tne International Politioa1 8ityat1op ot 
1'1nland in Relation to an Internat1on!l Loan. 

At the present time Finland oooupiea an 1aportant 

position in the European political aituatlon. !be Joint 

etrorta ot finland and Sweden to obtain appro•al b7 the 

Counci l ot the League ot Nation• ot the propoeed remilitar1za­

tion or the Aland Island• wee blocked bT the So•iet Union. 

Finland desires to prooeed at once with the rortitication 

despite So•iet oppoeition, but the Swedlah Government ia 

inclined to be more oautioua. The So•1et Union 1• 

bring ing preaaure on Finland to cede aoae F1nn1ah 

l sl anda in the Gult ot Finland ott Leningrad in exchange 

tor a strip ot ltarel1a. Soviet oppoa1 t1on to the Aland 

rortifioationa •AT be part ot thie preaaure, although 

aome co .. entatora have pointed to Soviet d1atruat or 

Finland' • relatione with GermanT and to the pouib1lity 

that the So•iete theaaelvea aa7 wieh to seize the Aland• 

in the event ot war in order to prevent Geraan acoeae to 

Swed1eh ore. It would aeea reasonable to auJlp9ae that 

Finland would be w1ll1ng to •alt:e the proposed exchange 

were 
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were U not tor the oppoe1t1on ot GeraaDJ'. 

A loan the e1ze ot that propoeed, wh1ah tor a countr,r 

Ulte r1nllllld 1• Ter,r oone1derabl e, would oertainl7 a trengthen 

the band ot that aountr,r 1D reehting BaYiet pre .. ure. 

I aeeuae that the loc wou.ld be ueed oh1efl1 tor araaaente, 

tor there appear• ta be little other Ju.titioation tor a 

loan ot thie eize. 'l'lle total publio debt ot J'inland uounte 
.,..u. 

to onl1 :1,~,000, J'inaUh a arlte (rousbl1 171,000,000) and 

according to a stateaent in the Bulletin ot the Banlt ot 

Finland tor April, the or41narr budget for the current 1ear 

a aaiiJiee that the State would raiee loan• ot 11&0,000,000 aarlte. 

!be Bulletin etatad tha t the OoYernaent had decided to ieeue 

an internal bond loan ot th1e aaount at 4.-l/2 peroent interut, 

the loan running for 211 7eare. 

Uthou.gb euoh a loan would aalte po .. ible a Yer,r oonetde~ 

able strengthening of rtnnieh deteneee, it can eoa.roel1 be. 

argued that t h e loan would haYe aft1 dl519i bearing on the 

question of the refortifloation of t he Aland Ielande, a• the 

coat-of the•• to1'tit1oatione would not appear to be a aaterial 

factor. According to pree• reporte, the ooet would uount 

to onl 7 4.26,000,000 J'inn1eh aarll:e (about elgbt and three­

quar~ere aUlion dollare), onl1 100,000,000 a arlle of wbiob 

would be apent 1n t h e current 7ear. On April 21 the Legation 

reported that J'lnland had floated a loan an Aprll l 1n the 

uount of 30,000,000 l!lwedieh orowne (about •-"•n and one-half 

• U Uon dollare) for purchaaee of aateriale and equ1paent 

tor 
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tor detenee and the .Aland queet1on would appear to be 

taportant enough to Sweden for that oount!')' to gtve Finland 

&n1 necall&rJ aeeietanoe were the expenee of f ortifioation 

an iaporta.nt faotor. (On J11111 t the Lega tion at HelaiDU 

reported a oonfidantial etatement of the Foreign Kinieter 

tbat l egieletion provicl1ng the appropriati on f or the 

rort1t1oat1on of the Ala.nda would be pa18ed n17 eoon. ) 

Finla.nd hal lhown i half a.nxioua to aaintain 1te 

neutralitJ in ever7 poa1ible •anner, and the l'inn1eh 

OoverMent •&J well feel that the United State• ie ~o•t 

tbe onlJ oount!')' ill wb1ch it oould obtain a loan of t h11 

e1ze without giving tbe t.preee1on that i t wae abendoning 

tb1• polioJ, A loan froa Great Britain, even a large 

comoeroial loan, would probablJ oeu1e re11ntaent in GeraaDJ 

and give rile to charge• that F1.nland was Joining the 

ant1-axie powere. 

It the appUoat1on for a loan beoue publ1o lalowl edge 

1t would 1ee• likelJ to receive a ba4 pre11, end would aalte 

possible the charge that the onlJ oountrJ now •eating it• 

debt p&Jient l to the United State• wal t!')'ing to • caeh i n" 

on 1 ta good faith. Fro• the etandpoint of our relatione w1 th 

Finland 1t would be \lllfortunata if the loan had to be ret u .. d 

becau•e ot public or Oongree eional opinion. 

J. further 

• 
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A further diaadYantaga to the loan would ap~ar to 

be the r1ak t hat 1n apita or ~· !1nano1al aaa1atanoe 

Finland, caught between the preaaure or the SoYiat Union 

and that or Ge~&DT. •AT ba r oroad to go OYer to one or 

the ot her, and either oho1oa woul d be unfortunate ao tar 

ae the Uni tad State a 1a conoemed. (It wae widel J reported 

that the reeignation or Foreign Kiniater Holat1 laat 1ear 

wae the direct reault or Ge~an preeaure. l OJl the other 

hand the loan would aateriallJ atrengthen the poaaibilitJ or 

Finland1 a aa1nta1ning ita nautralitJ along with ita northem 

neighbora, and 1t Finland aucoeeda in aocoapliahing thia 

the ab1l1tJ or Sweden and • orwAT t o do eo will be atrencth enad. , 

FinallJ it •AT be pointed out that oppoa1 tion to a 

l oan to Finland, added to the oppoai t1on alread1 axJ. eUng 

to the ocnt•platad loan• to Latin J.aerioan oountr1ea 

a1ght be euttioient to JeopardJ.&a the whole prograa or 

loane to Latin J.a~oa. 

~~~~ :;p~ 
~~~·~~~~1'~ .. 
~~~b"IU . . ~ ~~. ~ 
~ ~· -u:-; . . . "1$"~ .w.' ~. 

J..('/ 
f%;1: 
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TUesday , June 27, 1939 

The f ollowinfl radi o message was received from the 

secretar y of the Treasury at 10 : 31 a.m. thi~ morning while 

he · ~s enroute by plane to Washington : 

• l'Ol !•!l:i KLOTZ AND LOCHHEAD CAN YOU DELAY FIXlllG PRICE 

0~ SlLVJ:.H UJrtrL I ARRIVE Pl:.RIOD FniD OUT I F THE 

.,I l..uT HLL SPUK TO YE Olf T E.Lt::PIIONE AS SOOll AS I 

, RR I VE PE.RI OD TELL GR/,CE TOLLEY I \?AliT TO TALK TO 

fllll ABOuT Fl:X DIG PRI CE OF I'OREI G!I SILVER PLEASE REPLY 

fiGIIE.D liJRG.'llTBAO" 

'!r_ . Klotz telephoned !.tlss Tulley at ~de Park and made 

'rrbn~emcnts for the Pres i dent to speak to the Secr etar y , 

tnd lh<.> f ollowing r adio was d ispt1tchcd to the Secreta ry at 

10: 47 ll . 'l!.: 

"FIXING P!HCE OF SILVER CAll BF HELD UllTIL YOU A!lRIVE 

P" f O lliT CAll SPEAK TO YOD A FfY, l.lnWTES BI.FORE BE 

GO " TO LDIICH J.T 1300 (1 p . m. daylight stving time) 

OR ~T 1400 (2 p . m. daylight savin~ t i me) PlRI OD 

HP.lRI J:.'rTA KLO'!.'Z" 

The !;ecretary instructed Urs . Klotz and Ur . Lochhead to 

ocet n 1m a t the Washing ton Airport , and r.trs . Klotz made 

arr11neements f or a telephone call to be put in to the Pres i dent 

• ftw minut es b efore 12 o ' clock (Standard t ime) . 

.. 
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The Secretery arrived at the Ai rport ot 11:55 a . m. 

l!r . Lochhead advised him t hat t he price o r silver bad 

declined in London owing to the Senat e action yest erday 

and ns fixed ut J9. 90¢ per ounce. The Secretary i mmedi ately 

co~~icated with the President by telephone and stated that 

1n view or the fall of the price of silver in London he 

t hought it would be a good idea to r educe our buying price 

Cor fore ign silver 1n New York todey . The President at 

Cirs t ! Uggested that the Treasury cease purchasing silver 

cnttrely todoy but finally agreed with the Secretary that i t 

wo~ld be better to simply reduce the price we were paying. 

t 60 

The Secret ory then advi sed r educing the price to 40¢ per ounce, 

to which the President agreed. This decision was made at 12 

noon and Yr. Morgentbau immediately t elephoned Mr. Gaston to 

~dvise t!1e newspapers of the new price so t b::.t there would 

be no possibili~ of anyone taking advantage of a possible 

leak in t he news and Yr . Gaston announced the price t o t he 

newspapers i mmediately . 

* * * ,. 
Later in the afternoon the quest i on of the Canadi an 

Aerecment wos r a ised by Mr . Lochhead. The Canadian Agr eement 

expires on June JOth . A new letter has been prepar ed as 

usual for the following month, but under the Secreta ry ' s 

instructions we are holding this letter pending his fUrther 

orders. 
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SUilller 
Yelle& : 

mur: 
\i : 

Hello. 

Hello, llenry. 

How are you? 

Fine. I hope you ere. 

K:!Jr : I arn . 

'i : Good ! 

June 27, 1939 
4:03 p . m. 

161 

O:'Jr : Sur.mer, in order to save you 'ln'i ting desperate l etters 
to the President, we Just go t th is one rroo Philips 
saying Costanzo Ciano . 

V: Count Ciano ' s deeth , I Just read it in 
ego . 

a few Dlinutes 

!-~!Jr: Yes . \/ell , I don 't know Who that 18, but anyway ••... 

... .. I t' s the rather of the for eign minister and the 
President or t he Faoist chamber senate . 

HI!Jr : \'/ell , i1' we g ive t hem until t he 5th or July >~ould t he.t 
help t hem? 

li : lYell, I think i t would be very helpful in view of t h 1&, 
yes. 

o::Jr: Shall lte say the 5t h o1' July? 

\i : I'd appreciate i t greatly. I th ink that would cover 
tlhA t we agreed upon 11' it hadn 't been for t h1s hitch . 

<-~:Jr: l1ell I say now the 5th o1' J uly. 

Fine . Thank you so much . 

Thank you. 

\/ill you send orders t hen t o your men , or do you ~<ant me 
t o s end wo1•d? 

\/ell , Foley end Cairns are sitting bore and th ey ' ll 
ge t orr t he cable to our men . 

All right. 

... 
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~~!Jr: And you can send one to Ph111pe 11' you w111. 

Right . Thank you very much i ndeed , Henry. 

lll(Jr: ~/o 111 send one to our man 1mmed1ate l.y. 

All r lght. Thanks a l ot. 

Are you - - do you want -- can I sell you a l ittle 
s1lve r1 

( Lau~hter) I should t h1nk - - I should t h1nk you' d haTe 
plenty on your hands. 

Exactly . All rlght. 

All r1ght , Henry. 

Good bye . 

Good bye. 

.. 
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June 28, 19~9 

Present: 

Dr. White 
Mr. Loohhead 
~r . Cochran 
Ur. Bernstein (for par t of meet i ng) 

(Ur. Lochhead gave the Secretary the attached 
copy ot a cable, which t he Secretary aigned and added 
•Rush ~ !. • 

llr . L9ohhead: 
because thAt hook s up 

Better report the whole cable ....... 
I take it you (Cochran) know the tech-

nlque . 

llr. Cochran: Yes. Yea. 
neoeesar1iy go through Rome . 

And t hat would not 

HJ.I .Jr: I have talked w1 th Butterworth this 
morning and asked him to check up and I talked to Bullitt 
and he said he would . Take that story 1n the Timea that 
they ere going t o devalue in Danzig. They have carried 
thet aame atory in London thia morning. 

Now, I want you to get that oft right &waY• 

I read Butterworth ' s cable on Czech gold. lben 
you bol l it all down, t his ia what I get out of i t: 
that the 6,000, 000 pounds of BIS gold in London waa 
almos t immediat ely transferred. 

Dr. ~lite: Date unknown, but certainly within 
12 daye , probably within 5 or 6 days, the title waa 
transferred. 

~: And all th1e atut1' that 1t was Mr. Benea 
or whether-tn1

3 
fellow consulted thia fellow, that doeo 

not intereat me. But the other poi nt , the 16,000,000 pounds 

I • 
..... -

.. 
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ot gold ia still looked up in London and they have got 
1~ ~hrough the Parliament formally the ri~ht to hold it. 

Dr. White : That ' s deposited. 

HLI ,Jr: And all this t hing that Hr. Lloyd George 
read one paper and did not read the other is all very 
8 muaingb but when you boil it all down, for my purpose, 
the 6 ,0 0 ,000 BIS gold was given t o the Germans, but the 
16,000, 000 is still there. 

!tlr. Lochhead: That' a right. 

:64 

!tlr. Cochran: Yes, but it ' s 
have been d ieouaaing in Parliament. 
touch t ne other. 

the 6 , 000 ,000 that they 
Legislation would not 

Dr. White: There 
said "all Czech assets•. 
or 815 ia a fine point. 

is the question -- the legislation 
Whether that was a Czech nsset 

HM ,Jr: Again, BIS ~old is gone, eo that ' s water 
over the daon, no matter who a guilty or not guilty. 

lolr. Cochran: BIS statute provides for that i mmunity 
and a lso ror apecial protocol with the Brll>tish Government. 

HLI,ir: So the 16,000 ,000 is still there and the 
Czech a a have a chance. 

Dr. White: I t is of i nterest to know that the 
french Governoent did object to the tranafer and wasn't 
aole even to postpone the transfer and that the french 
Oovernoent did objeot to the British Government and the 
British Government said t hey not only knew nothing abOut 
it, but were not in position to make an invest igation to 
find out ; that when t hey were finally pressed, later, 
and said they would find out, although there ie evidence 
they did know about it earlier, they were told by the Bank 
or Eng land that the Bank of EnRland ooulc:! not tell whose 
gold it wna . To thsm it was BIS and they were in no po­
sition to know or investigate. 

HM,Jr: That part is all •..• 

Dr. White: It's of interest to us because a year 
ago we took the position that that might happen and we 
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dldn' t want t o deal with SIS -- peroni t SIS t o transfer 
a fund -- beoauoe we anticipated some possibility of 
the sort. 

Hli,Jr: 
you look at it, 
did protest. 

Well, it's dirty business whichever way 
beoauee England clai ms t he French never 

Dr. White: That comes from t he French. 

~ ,Jr: No, but coming from the British, the 
British easur¥ won't admi t it. But all I wanted was 
a way to boil it down, and t he 16,000,000 is still t her e . 
Is t hat right? 16,000,000? 

Ur . Lochhead: Originally started at that . Prob­
ablY have made so~e adjustment s and pai d out some amounts 
as soon as t hey established t ha t the t hinR i s to go to 
the C~eohs . 

~~ Ars 1we all right? 

Ur. Lochhead: We are all r ight. I t ttlltsd up 
1n New ¥ork on silver. Very f ew people have any news 
from t he ot he r side and t he be t a are running 39jt to 38¢ 
banks nre betting on t he price. 

IUI ,Jr: What I wish you (Lochhead) wo••ld do , ge t 
hold or your lawyer -- Bernstein -- and I wish in t he 
next 24 hO\lrs if he could g ive me a page brier. You 
fellows have got so damn many regulations, t his 6 months ' 
stuff and all the r est of t he sturr. Let' s do this and 
ge t ni m r i ght on it. Go on t he assumption t hat the first 
of July the present ~ethod is overboard . Now we start 
on the first or July. You have got me all tied up. A 
fellow can dump silver here tor six months . Will he be 
ttble to do it afte r t he first of July? 

(At t his poi nt, the Secreta ry phoned for rw. Bern­
s t e in to oozne to hi s office. l 

¥ou have all kinds of rules and re6ulat ions • 

Hr. Lochhead: On foreign purchases we haven't a 
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alngle rule or regulation. What we do, we elmpl,y 
buY silver !or spot or forward delivery, We buy eilver 
rot forward deliver7 up to 5 monthe if it oomea withln 
tho requirements. No regulations . Wi t h spot, any 
minute we wont • .•• 

~Jr: • •• But wait a minute. On the first 
of July, dy and Harmon announce t hey have silver for 
6 months ' delivery. We go on the assumption this bill 
haa paned. 

Mr. Loohhead: If t hey offered, we can' t buy be­
causa we can1t set a price. 

pr. White : He has reference to del ivery matter 
we aattle two months ago -- t he warehouse and so forth. 

HK.Jr: But on Jul,y lT 

Mr• LoObhead: No regulation out. 
put a prioe, we stop •••.• 

If we don't 

HW ,Jr : If I put a price, are you still going to 
have regulations under the Silver Purchase Aot? 

Jlr. Locbhead: If you put out a price and you 
hAve no au t hotity to buy foreign s i lver , no reason to 
put a price. 

(At thls point, Mr. Bernstein oame in.) 

~·Jf: Bernstein, I want a brief from you to-
morrow t t. thle monetary bill doeanot pan and I 
.ant to buy, if we should decide t o buy domeetic e1lver 
what rules and regulations have you got as to delivery 
to the Nint, eto., etc. Would any of theaa be in force 
or would you have to draw up new regulations. That ' s 
number 1. l umbar 2: if we buy foreign s1lvor, what 
about methods or delivery under t ha Silver Purcheae Act 
after the first or Ju1y7 

Ur. Bernstein: If the bill doee not pass? 

HK ,Jr : If the bill doea not paaa. Firat or 
Jul,y, I operate under the Silver PurchAae Act. What 
kind of ru1ea and regulations will there be in effect 

... 
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ae t o del1v81'Y of !oreigr. silver and domestic sllver? 

Mr. Bernstein: I can tell you right away. 
On toreign silver there would be no change. You 
would do it under the Silver Purchase Aot , under what­
ever procedure you have been following. 

HU,Jr: I am not buying silver under the Silvgr 
PurohaAe Aot. 

Wr. Lochhead: That's t he only Ac t you can buy 
lt . 

, (''Y 
,.!.t) f 

IUI ,Jr : I thought we were buy 1ng under t he Thomas 
Amendment . 

Yr . Lochhead: No! No! 

I!I.I ,Jr: Well, I am glad to be set right. 

Do we have t he same rules and reg ul ations for 
foreign silver a f ter the first or July? 

Mr. Bernstein: There are on an informal basi s. 

HU ,Jr: Can you put them down on a piece of paper 
so 1 oan eee what they are< 

l!r. Bernstein: Yea. 

With respect to domestic silver, you wouldmv.e 
to have an entire new set-up. The preaen t is under t he 
President's proclamat i on, under the Thomas Amendment, and 
t hat e7~ires when the proclamation eXPires, on June 30th, 
and you would have to work out a new set or regulations 
1f you were t o buy any. In Uany respects 1t .. ould be 
the same , but existing regulations would not do. 

HU ,Jr: But it's certainly fair to ask you to give 
me tomorrow , Thursday, a draft of what kind of rules and 
regulations you think I ought to operata under, under the 
conditione that I am setting up. 

Ur . Bernstein: Got in mind any s ort of particular 
pr1co? 

.. 
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Dr. lrhite: No. 
should be the eame l eeway 
t o time ot deliver y. 

And I don't think there 
t hat you gave with reepeot 

HW ,Jr: You are get t i ng it, Ur. White~ 

1~ . Lochhead: You mean on tr.e domestic. 

Dr. White: On t he domestic . 

:.£8 

Wr. Bernstein: You won ' t have the same spr ead 
or price . 

Dr. White : I am not speaking or price. I am 
speaking or delivery. 

Hid Jr: A fellow has how many months to del i ver 
on domes~ 

Mr . Bernstein: Five months ; snaoe e.s foreign . 

Hr . Lochhead: The bae1a or 5 months ia we check 
in t o t ho market, we find out t o a great extent that silver 
that oomee out or t he mine by the timeit is through process­
ing and can be delivered, it will be abou t five months. 
Scr.e go shorter, but r1 ve r.tonths would be the ri.gure. 

ckHll .Jr: Think it all over a nd l ook it over and 
co::-.e ba omorrow and see ne t omorrow. Huh? 

Ur. Lochhead: Yea. 

oOo-oOo 

• 
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Secretary of State, 

'.'lashington. 

904 , June 27 , 6 p .m. 

PLAIN 

London 

Dated June 271 1939 

Rtc 1d 2 t30 p . m. 

FOR TREASURY FROU BUTTERWORTH. 

1. Th£ dollar opEned offtrtd and remained so all 

d~y due to o rumor which i s alleged to have been 

rtproduotd in the Paris press to th£ tffcot that th£ 

President if deprived of t he power to devalue the dollar 

aftEr July 1st would usc the existing power to devaluE 

thE dollar before July lst . New York also came i n a seller 

of dollars and the British fund was a buyer. The turnover 

was larger than i n recent days . Needless to say the 

Briti 3h would vi ew with complacent sati sfaction the 

EXpira t ion of the devaluation powtr8 o 

2 , The action of the Senate as rtgards purchases 

of forei gn s i lver caus ed a drop of 11/16 in both spot 

and forward silver at fixing . However the amount done at 

f i xing VIas not largE and the selling wee mainl y by 

speculators and Indi a . ThErE wert somE post-fixing 

dEalings at a s i xteenth above thE f ixing pri ct . Tht silvEr 

markEt 

... 
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-2- 9904, June 27 , 6 p . m., from London. 

mnrktt is of coursE at sea as to what will eventuatE. 

SilvEr shipntnts i nvoiced today urt as follows : 

400, 152 fin~ ounces , valued at $161 1061 by the NIEUW 

AMSTEJlOAM (which sailed JunE 23) from tht Angl o Metal 

Company to thE American Metal Company; 1071730 standard 

ounces valued at pounds 8 1 640 from Sharps and •.,i lldns to 

Handy and Harman; 1081 446.standard ounces valued at 

pounds 0 ,867 from Sharps and 1·1lkins to Handy end HIU'IIIan; 

216, 090 standard ounces valued ot poun~s 171 8P5 from 

Mooatta and Goldsm1d to Irvington Smelt i ng; 108, 011 

s tandard ounces valued at pounds 8 1 550. 19. 0 from Samuel 

Hontagu to American Smel ting. ThE lnttcr ohipments 

art by t he Q.UEEN IIARY. 

3 . BewlEy tells mt that thE directors of thE 

Chinese stabilization fund orE snti af1Ed with tt.t manner 

i n which the spot squeEZE is operating. Hoving allowed 

the Chincat dollar to f~ll to a level a t which i t could 

bt mor e easily defended in thE f ac t or the pressure of 

increased i mportat ions into China , the restrictions of 

bonk "ithdrowals have had the desirEd effect of reduci ng 

the volume of currency, t hus str cngthtning tht exchangE 

poo1t1on of the Chinese dollar. 

4 . Out t o the ntv:s from 'l'itntsin and the absencE 

ttu 

or nny specifically cncouro.gi nc ntvJs regarding the 

Anglo-Russ i an negot i at ions the London Stock Market haS bctn 

marking 

.. 
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marking t i mE . 

22G b e>rs wErE sold et gold f ixing of 11h1ch 14 rt ErE 

m~rricd ~nd over onE hundred suppli Ed by thE British 

rund . 

KENNEDY 

CSB 

171 

.. 

Regraded Unclassified



fol Dr. , ... 

,..., liP. ~· 

WUl ,_ ,,._ ...a u.e follewl .. ••U• to tao. ~­

......_, .. . .. u .... \M _._ .... q ...... 

••t•- lo _.. to .Ule ,,.. _,_ 0..-lato 

O..al, Jll:U., 4aW h• u , 1'0111&1 .. ao fall•"' 

•.aa -ri- ,.,..7 ... WIT hfor.M ~ a 

1-.41-c ltllaa \..X Ulat 'Mclul .. \U tlnt at 

h1J t1toe hd of I\a17 wll1 ao lo ... r lin t'w\UJ' 

, .... ,,. ......... _._ .. " .. •1• ..... '""-"-
.. til ,.n.pl alii& Oar '17• WUia ,....... to \M o\Mr 

15 -Vl••• \MM h ao alaa-co la \be ot-.uoa • 

...,. .. , la Raiaoaa olral•• \M .. u .. h la"'r,"W 

.. ,.no.. p"P"-ciac .... 17 .... t.ol ............... 

lira .. era~ .. u-. .. lo .. 

J'l- _, .. till• ..-..... , ..... u ... h1l7 

"'"" liMp u -•toa\17 1ator.M ... •• .., tatoruu .. 

rw aH !IIIlo to_., 

.. 

Regraded Unclassified



,.,. ••• or Yn •e awaavu 
..... ...n- I el~e Or &1 0 IIU.-, lalJ 

llifla ,_. n, w•. • P·•· 

&a ,....._ 1 e ., •• ..-, laf__. -, a lu«•• 

1111aa llaM tllat •uatu•ac \U tllflt et llalJ u.. laak ef 

1\alJ tr1U M ~.-&• Ill•• ~- l•elp e•tsn .. 

puu, .. • cl..UC u.....ueu wtta. ••*' •' _. 
au ... ,. Wltll .. ._.. te tile ..._ u ... ,n .. , .-.. 
tt ......... t.a .-. .s-.u.. • ...... t.a ... ,..... 

lllnl .. ._, ..U. h lata ...... u ,....,.. ,w"IIEII•I 

.... 1, ... a-1, .. , ......... 1Ua ·~· 

1 n•. 

nts••"· 

-,;----

- f3 

Regraded Unclassified



June 28, 1939 

While at home today, the Seoretary phoned to 
Mr. Butterworth along the same linea ae hie phone 
oonvereatlon with Ambassador Bullitt at 10108 am today. 

I 

:74 

Regraded Unclassified



Present: 

June 28, 19~9 

12 noon 

llr. Lochhead 
r.lr. Duffield 
lira. IClotz 

HII,Jr: The price 1s ~at conto. Two tiUnga 
I want you to point out: by a strange oo1nc1dence , 
t h1a is halt' of 77 cents. (TIUa i s t ho President of 

: 1s 

t h8 United States.) And t he other thing-- you can 
have t h1a -- t his 1s the ,ay the Br1t1Bh feel about 1 t -­
the r ed part underlined. Give t hat to t he boys. Have 
the cable 1n your hands . 

(The Secr etary referred to cable 904 , dated 
June 27 , 1~39 , from Butterwort h) 

.. 
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Present: 

June 28, 1939 

4:15 pm 

lolr . Lochhead 
Mr . D\1f1'1eld 

' 

lolr. Lochhead: Bernie (Bernstein) hed an inter­
eating suggesti on. He said you might consider atop 
buying forward foreign silver right now. 

HJI,Jr: Are we doing thatT 

Ur. Loohhead: That's the r egular thing. Five 
months delivery. We oan change that in a moment . It 
you wanted to change it on the 30th, you would not be 
doing anything new. 

HM ,Jr: Well, I wouldn ' t want to do that until 
after the 30th. 

(Nr. Duffield came in at this point.) 

Thiq is anot her idea. From the French. This 
is the French. Thi s is another idea. (Cable #913 
from London, excerpt of which reads: "Incidentally , the 
French Finanoial Attache got in touoh with me to i nquire 
about the dollar devaluat i on powere. He expressed the 
hope that the new legislation would contain such powers 
because he feared t hat the movement ot oapital from 
Europe t o the United States would reoeive a new impetus 
should the potential threat of any turther dollar deval­
uation be entirely removed. 1 

Pass t hat along to the boys. Xou oould say 
this is the French viewpoi nt . They llke to get that 
stuff, 

Nr. Pu!tield: You bet they do. 

HJI ,Jr: Doesn't it help them? 

lolr. Dutt1eld: You bet! 

oOo-oOo 

.. 
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.rw.. 27. 1939 

Tot '!'Ita Secrotar:r 

Fro.'nt ~r. llalloa 

'l'hla la th e orlgl aal !roa vhlch I vlll read tomorrov, 

lt H aooto with 70ur approYal. 

Rarbart Gn.ton baa ao .. roaor-ratlona aa to vbather 

tho latter part o! the atat ... ont eoll!oru to Treaaur7 pol1q. 

In f!tJ opinion It do .. but I vant to be eura. 11111 7ou be 

aood onoll6h to call me at ~ hou.so tonlcl:lt attar 70\l haYa 

tlnlahod vltb Itt 

Dict ated OYer telephone 
'b7 llr. ll&Daa - 6:50 P.ll. 

- i I 

• 
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• Prepared by Lawrence H. Selt~er 

.· 
,~_ .-

-,j_ . • 
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TREASURY DEPARTMENT 

INTER OFI'tCE COMMUNICATION 

DAn June :>e, 1939 

TO 

'"'"' 
Mr. Haa . 

SUbJeot: 

Secret~arg thau 

Pcsiti o and Prospects ot t he Automobile Industry 
aa Reported t o Mr. Seltzer by Meaara. Knudeen, 
Keller, and Others 

I . Plana and Sentiment 

The general. feeling in automobile c,ircles in Detro! t 

is more optimistic than it has been at any time this spri ng. 

All danger ot unwieldy field stooke appears to han diaaP­

peared and plana t or the 1940 modal year are bel ng ~~a de in 
a rather confident atmosphere. 

It appears at the moment that the basic output forecast 

fer the 1~ IIIOdel year, which largely deteral.naa the prici ng 

end cost amortization per car, will run in terms of 3.5 mil­

lions uni ta -- the same ae th11 year ' s anticipated production. 

While no increase apparently ie go i ng to be counted on, it is 

s1gn1t1cant that the present estimates involve no decrease, 

tor the tendency is to make th1a estimate a relatively con­

serva t1 ve one. 

II. Current Retail De~~~a~~d 

The retail demand tor automobiles during May and the 
early part ot June haa bean better than had been anticipated; 

and fragmental')' repor t s indicate that the etrong deau.nd ie 

continuing. 

<ENERAL MOTORS SALES in the t1ret ten daY• ot June 
were 66 percent ahead ot the same period 1n 1938, 

as compared w1 th a 42 percent gain in May • 

Cl!RYS!.ER DEALERS aold 15,700 carl in the week 
ended June 24, a gain of 11 percent over the pre­
ceding week and a gain of ll-7 percent over the aame 

period last year. 

.. 
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FORD AND r.i:RCURY RETAIL SALES tor the aeoond 
10-daY period ot June aurpaeeed thoae ot the 
same period l a st year by 62 peroent -- the 
greatest p ercentage gain in any 10-day period 
si nce t he introduotion or the 19)9 modele. 

III. Field Stooke 

The excellent volume ot retail aalea is rapidly reduc­
i ng fiel d atooke, with some small ohanoe that shortages will 
develop in particular modele , particularly i t strikes should 
retard the scheduled introduction ot the 194o oars. 

IV. Output 

OUtput is expected to approXimate 275,000 in June , 
165, 000 in July, and 1)5, 000, or lese, in Augus t . Produc­
tion in September should step up sharply t o perhap s 250, 000, 
with output b eing well aaintained in October and November 
barring labor trouble•. 

The industry is in prooess ot winding up produc­
tion on ita 19)9 modele and i s actively preparing 
tor the introduotion ot the 194o modele. During 
July , OheTrolet will be the only General Motor a 
unit to be turning out t1n1ehed oars. Chrysler, 
which was held baok by about two weeks by the 
Briggs strike early in June, will continue produc­
tion on this year ' s modele until about the middle 
or July. 

Ford may continue a week or two longer. 

General Motors baa eoheduled total July produot1on 
at 78,000 oars and truolts (inaludlng ),000 in 
Ca.nada) , all or whioh will be ror Chevrolet: and 
Chrysler baa scheduled 39, 000 tor July. 

v. Steel Release• 

Steel releasee against the 194o aodele are being made 
now by both parte maltere and manutaoturere. The big releaeee 
tor body parts are scheduled tor about the middle or July. 
Chrysler baa bought i te complete eteel requirements tor the 
rest ot the calendar year (during the period ot acute price 
• ealtness in IIIIQ') , and th1e i a believed to be eubetentiall.:t' 

true ot General Kotora . 

tso 
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VI. Labor 81 tuat1on 

EliPloJUnt nll fall oft Yer'7 ebarpl:r during J\lly s.nd 

August -- p erhape b:r 40 peroent -- b:r reaaon of the au .. bl :r 
u ne shut-downe incident to the ohangeonr to 194<> 80dele. 
::aployment will begin to rise again eome t11D41 in J.uguet and 

wUl probabl:r reach a peak 801118 t11D8 in Oc.tober or lloveaber. 

Both Mr. lnudaen and Mr. Keller are concerned about 
the poeaib111 t:r of labor trouble eho1•t1:r. A etr1lte vote ie 

to be t aken a111ong the tool- an4.-d1e llakere t or General Motore; 

and i t the etr1lte should aatlr1alize, the introduc tion of 
new IIIOdele 111&1 be oone1derabl:r d&la;red. 

Vr, Kel l er hae heard reporte that John L. Lewie intends 

to begin hie oa-paign for a oloaed OIO shop i n t he 1nduetr:r 

by demands upon Chr:rel er before the new modele are out. Kan:r 

labor sympathizers i n Detroit bel ieve, however , that there 
will not be eer1ous labor trouble this suJIIIIIer and fall be­
oauae the r ank and file are not at pr81ent diepoeed to wage 

another s trike. .. 
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JO,: 1138 

Doto!J:I Jano 88, USI, S p.a. 

Before le&Ylng Ro•, t.ho Kl.Dle\or of rore.lg.n 'l'rado 

and lxob&ngo arranged \hie .ol'Dlng \o ••• 'fal\, Bot.h 

th• Couorolal .l\t.aoh' and All J:ab& .. 7 80oret.a17 wore 

pro .. nt. &lld af\or a gonorol. oonyoraat.10D, t.ho Jl1Jl1ot.or 

ot Fore.lg.n 'l're.do and lxohallgo pu\ Ill'. 'fa1\ ln \woh nth 

\be appropna\o fodoN\lon aut.hontl... Ill', taU w111 

&Ike a report ot tho ro~te or hle 1nYoet1gat1one, 

It. lo Gwarn1or1 1e op1n1on t.ha\ the prea1Qa which 

t.he Ital1an GoYomaont. ~e \o dlk growore h ooapaNblt 

t.o t.he aoe1otanoo whloh tho Un1\od St.ateo OoYornaent. g1Yeo 

t.o Un1t.od St.a\oe pro~cere of cotton and whoa\, Re eta\ed 

\bat. 1t tho Un1\od St.at .. Gonmaont. ehou.ld t1.nd 1\ lleo .. -

Al'J t.o app17 eooUon sos \o allk prodll.o\e 1aported froa 

I\&17, h o alght. be torood t.o adopt. \ ho - -011ree n\h 

reterenoe t.o laporte troa t.ho United St.at .. wb1oh recoin 

e1allar a .. 1at.anoo, llowYor, ho t.hOIIgbt. t.bat. 1t. oculd bo 

ehotm after oareflll ot.ud7 t.hat. 1f t.he 11lt.ont. of the law 

were Juot.~ appl10d, \he uoou1 \7 ot our lapodng oOilllter­

Y&U1ng ~u .. wculd bo ob1'1a\od. 

I\ •• aadO oloar b7 (Jaarnlon \he\ 111 oaoo tho ao\1011 

of 
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of t.bt Ua1 w4 1\aWI Go'ftl"'IHnt. rea1 t.e4 1ll t.lle redllo­

u on•of It.I11M lllpOJ't.e lJlt.o t.be UD1t.l4 1\at.ll, 1t. •CIIll4 

bt neo111&1"1 tor b.la t.o redlloe 111p0rt.1 froa t.lll UD1 h4 

lt.Atll 1nt.o It.al1 b7 a llke -nt., ellloe he oCIIlld not. 

efford t.o bu7 troa a -.Jitet. 1ll whloh hi oould not. .. u, 

~~~~•• of t.be 1oaro1t.7 of for•1&D exob&nge 1ll It.al)'. 

a :u 
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Present : 

June 28, 1939 

9 : 30 a m 

llr. Hanes 
llr . Gaston 
l.!rs . Klotf. 

(Hr. Hanes began reading his tax s tatement be­
gi nn ing a t t he top or page 38 and read without interruP­

t i on t o the very end or page 41. ) 

HM ,Jr: Wbat ' a t he part Gaston obJects toT 

~r . Hanes: 1 guess I am coming to that now. 

(Continued r ead ing aloud beginni ng at t he top 
of page 42 . At t he end or t he second sentence on page 
« , ' Only one i ndividual haa been aubJeot to the 75 per­
cent re t e s ince it was established, ' t he Secr etary in­

terrupted t he reed i ng.) 

HM.Jr: Only one individual? 

llr. Hnnee: Yea. 

llr. Gaston: Yes. John o. Rockefeller, Jr . 

(llr. Hanes resumed reading rtom t ha t point on 

and cont i nued without interruption t o the end of hie 

s tat ement . ) 

HK,Jr: Well , now, I have one c ri ticism before 
I hear Her ber t' s and it isn ' t even a critic ism; it's 
Poli cy and maybe you have sa id it, but t hat is to say 
the t hi ng which 1 said in my statement, that the key to 
the whole thi ng , doing away with tax-exe mpt securities, 
ltlle t come firs t . After t hey have done that , t he ot her 

thing follows . 

.84 

l£r . Hanes: 
ls t he premise upon 
' Dur i ng your recent 

Let me Just start the statement. This 
which t he whole statement 1e based. 
hearings r elat ing t o tax revision for the 
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•purpose ot encouraging bueineee enterprise, Secretary 
Worgenthau ,ade the statement t hAt 'we sh~uld by all 
means pass legislation t o make it impossible in the 
tuture to ieeue any more tax-exempt securities. This 
nav1ng been accomplished first, it would then be fair 
and logical t o reexamine the question ot whether the 
presen t surtax rates on very large incomes may not be 
so hlgh that the7 discourage t he limited number ot in­
dividuals subject to them tro~ taking normal business 
risks' • 1 

:ss 

Ur. Gaston: Firat we have quoting you on that 
poli cy. Then we have an argument tor removing exemption 
on Governmental securities. Then we have a totall y in­
dependent argument tor lowering high surtax rates and 
t he closing ot the address is an argument t or lowering 
blgh surtaxes, which is not dependent or contingent en 
the matter or eliminating exemptions and the point I made 
waa while you start out on the policy outlined , you don't 
finish en that note and there should be some conclusion 
which says that the two things are i nterdependent and I 
would be satisfied it he had just one paragraph, such ae 
this: 

"For all of these reasons, it is our beli ef 
that when action has been taken to abolish 
the exemptions on the tuture issues or Gov­
ernment securities, the Congress shoul d then 
give prompt attention to a revision ot the 
h~gher surtax rates. Thw two actions seem 
to me to be interdependent and it is believed 
that action on both would improve our tax 
system. 1 

Mr. Hanes: I can't say t hat . 
both are i nterdependent. 

I ean' t agree that 

Mr. Gaston: You have already proved in you.r speech 
that they are. 

Mr. Hense: We have provsd --we made cut a 37-page 
case en the removal of t he tax-exempts. There is a 10-
Page brief on surtaxes and , in ~ opinion, both eoonomically 
and from a oommon-eense standpoint, the two things are as 
far apart as t he poles. However, we connect t hem. I 
put them t oge t her at the very f i rst shot out ot the box. 
I aatd t hese two t hings are absolut ely bound t ogether in 

t 

.. 
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one place and I quote what you say and go ahead to de­
velop t he argument on each one t o give the strongest 
argutaent that I oan give and I give the weakest argument 
I can on surtaxes. 

Ur. aaston: I am only concerned with the matter 
ot consistency of policy and 1f I were writ ing a news 
story on t his apeeoh I would aay 1Wodify i ng the poeition 
the Treasury has heretofore taken, Under-secretary Hanes 
todAY ~~~ade an argument before the Ways and Keane Comm1 ttee 
tor prompt revision of high surtaxes.• 

wr. Hanes: But you could not say that honestly 
and not read thRt first page. 

Mr. Gaston: I say two arguments are presented 
quite independently and you end on the note that high 
aurtaxea should be reduced and that dif!era from the 
policy outlined i n the Secretary's speech. 

:86 

HII .Jr: I know nobo<l y has tried t o hold a gun to .. 
my head, but I can 1 t do an 1ntell1~ent th i ng on a a import-
ant a matter aa this. I just oan t. It's s i lly for me 
to try . I mean, I can't at f ive minutes or ten get 1n 
on it. I don 't know when you (Gaston) aaw it. 

llr. Gaston: We worked on it all day yesterday 
and we d1dn1t come to this until 5 o'clock yesterday 
afternoon. 

~.Jr: The only e~eetion I have: instead of 
saying t last t hing, say havlng accomplished t h is 
first, •I mean, bring in this quote at t he end. Would 
that satiety you, Herbert? 

llr. aaaton: Yea. Or it would ant1s!y me to 
aay everything he has aa1d t here and then say t his (llr . 
Gaston's suggeati~n as above ). 

HM. Jr: He does not want to eay that , but instead 
or saying what's on here (last page) oan you work in 'hat 
I have said on th1a? Can you bring in t his sentence 
again saying "This having been aooompl1ahed 0 --I don't 
know. 

Kr. Hanes: I don't know, Henry. It Just strikes 
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me that it 11 such a.n 1nocuoue thing 

HU,Jr: The way I feel, John, 11 I would rather 
not take any reaponsib1lity for what you eay because I 
can't think thiA way • 

"r. Ranes: Let's out off the last page . 
atop n t the end of the page before. 

Hli ,Jr: I think that that would help. 

"r· anston: Let's see what that doea. 

I will 

: a r 

l!loi,Jr: But I would much rather have you take t he 
reaponaibili t y on that with Herbert. I am alwaye will-
lng ••••• 

lir. Ot\ston: That would pleaee IllS moderately well 
to Juat drop the last page, but I would much prefer to drop 
the last page and put this thing •..• 

Mr. Hanes: I can ' t, because I don't believe it. 

Ur. Otleton: It' a only something t he Secretary says 
1n h1B own statement. It' s a paraphrase of the Secretary' e 
own statement. 

lir. Ranee: I will just take that laet paragraph 
orr and not eay 1 t at all. 

oOo-oOo 

.. 
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