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Secrttary of State , 

Washington. 

GRAY 

PARIS 

Datcd Au~sr. 21 , 1939 

Rec 1d 3 :20 p. m. 

:.n 

1534
1 

August 21 , 6 p . m. (SECTION THREE) , 

Incidentally, wt learn confidentially that thE aftErnoon 

befart his dEa th Kannhrimcr obtained ~1,000,000 from 

Lazard Frcres under promisE to remit the equivaltnt i n 

sttrling the following day : this would sttm to indicate 

that his Lazard asoooiatts , at least , werE not aware of 

his financial difficult iEs . FurthErmore , thE ~1,000 ,000 

has not yet btEn traced. Similarly, ht obtai ntd from his 

firm 1n Amsterdam '-2, 000, 000 two days btforc his death 

for payment for ccrtn1n Ar3cnt1ru: tranoportotion company 

bonds : tht bonds wtre not delivErEd and tht $~,ooo ,ooo 

has liktwio£ not bE en found . 

{END SECTION THREE) , 

BULI.J: TT 

PEG 
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CJ 

Secr,tnry of Stnte , 

Waslli .1gton. 

GRAY 

PARIS 

173 

DntEd August 211 1939 

REo 1 d 4 :20 P oll1o 

1534, August 21, 6 p . m. (SECTION FOUR ) . 

There was littlE business on either the exchange 

mark£~ or thE security mar ket t oday though on thE l atter 

thE undertone was decidedly pessimistic under thE in

fluence of tue inter~tional political tension particu

larly Ciano' s announced interviews With the various am

bassadors at Rome . Rentcs were down from 65 centimES to 

one franc and long term issues in general were heavy. 

Sterling was a littlE more bid in Paris today and the 

fund gained no pounds . On th.; other hllnd the British 

control lost a fair amount of dollars . ThE pr emium 

on thE forward fronc is 13 and ~ ccnt1nl£ a for one month 

a nd three months rcapcct1vcly. ThE bclga end florin 

were unchanged and thE Swiaa frnno :a l ittlE more offered. 

For thE month of July thE French \1holcsalt pri cE 

index dropped from 683 to 678 largely duE to a aeoaonol 

decrease in f oodstuffs . Retail prices rose one point to 

759. The (?) index (baaed on 1930) rooc only to 122. 6 i n 

loloy in comparison with 122. 3 in Fl bruury ( nnd 115. 3 in Uoy, 

1938) BOLLITT 

E!AB: NPL 

.. 
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OJ 

SEcrEtary of StatE, 

Washington. 

GRAY 

PARIS 

:74 

Dated August 21, 1939 

REc'd 4:22 p. m. 

1534, August 21, 6 p . m. (SEC'riON FIVE) . 

In LE TEMPS ' lEading WEEkly financial articlE GtrmainR 

Martin forL~r MinistEr of FinancE dia~~soEs thE pr EsEnt 

maldistribution of gold but contributEs li ttlE original 

or constructivE thought to thE question. WhilE hE con

siders th.~t a system of ExchangE of fiacol info- ~ntion 

betweEn goverrn.lEnts might conatitut£ n brakE on cap1tc.l 

movEments his principal thErEundEr is thE obvious one that 

as l ong co dangEr of wor Existo capitol will SEEk sEcurity 

whErEVEr ovoi loblE . Uc likEwisE quotEa thE SEcrEtory to 

thE EffECt that , 11ThE bESt way t O r EdUCE gold imports 

into thE ··Jn i tEd StatES is to as sist economic r EcovEry 

which would incrtast our (American ) imports or mErchandisE 

mor e r~EPidly than our Exports ." 

(END OF "1E 3SAOE) 

BULLITT 

HPL: EMB 

.. 
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PAR'fUL P.t.RAPIIIU.H 01' '1'J:LmJW( RECJ:.I'fED 

FROM: American Ellbaaay, Berlin, Germ&IQ' 

DATE: Auguet 21, 1939, 1 p.a. 

10.1 646 

My 799, Auguat 16, 5 p.m . 

).74 -A 

rhia mcrning1 e press announces the ccncluaicn on 

August 111 atter langtb.7 negot1at1ona ot a commercial and 

credit agreement between Germany and Russia which provides 

tor •a widening ot reciprocal commodit7 trattio 0 and tor a 

credit of 200, 000, 000 marks to Ruesia. It is alec stated 

that Rueeia will deliver goode to Germany in the next two 

year• to a value of 180,000,000 marke. 

In ccuent1ng on the agreement the MON'l'J.GS POII'l' deolar.. • 

that the declining Rueeian-German trade ot recent years dcee 

not correapond v1 th the •natural and econoll.ic poaeibili tiel 

which are pres ent 1n both countries t or an active trade• and 

that t he •newly concluded agreement w111 bring the trade turn

over to euitable 1eve1 ° through the exchange of Rueaian raw 

materiale tor German induetr1al goode. It ie further ob-

eerved that the conclusion ot this agreement oont1nuee the 

German commercial poli cy ot •atriv1ng tor close aconoll.io coop

eration with all countries. • 

It the preae information given above is correct, 

be seen that 1n t he next two yaare the annual Rueaian dellver1ee 

to Germany will aver age 90 million marka. rhie total ia 

lee a 
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1111 than half of What had been •2P•oted b7 an author1tat1Ye 

German eouroe earl7 thie •onth; reference, rq te1egru of 

Auguet 2, Jlo. 724.. During the f1ret half of thie rear 

German illporh tro• Ruada vere onl7 11 .t111on -arlte, and 

during 19~8 ther vere onl7 53 •1111on marke; therefore 

the nev asreeaent apparentl7 1oolte to a oone1dereb1e expansion 

onr the pr .. ent 1ov 1enl of trading. .h to the credit tel'llle, 

ve do not ae ret haYe any 1nfor.at1on. 

It 1a requ .. ted that the !rea1Ul')' be 1nfor.ed of the 

foregoing. 

ItiiU:. 

U.:LW 

Regraded Unclassified



PAM!'HIUSE OF TELZGIW( RECEIVED 

FROM: American Embaeey, Paris, France 

nATE: August 21 , 1939, 3 p.m. 

NO. I 1531 

FOR 'l'BE TREASURY. 

l -c. 

On Sunday Rernaud and his Chef de Cabinet Palewekf 

lunched with us alone. Reynaud again expressed his anx1etr 

over the tuture ot the pound (retersnoe: telegram No. 1488 

ot Auguet 11 from the Embassy), He said that the Britiah 

control had again lost over a billion trance 011 one of the 

bad days last week. He is of the opinion that the control 

>~111 be able to hold the present level of sterling •tor the 

period ot the war orieis 1 ; however, he is convinced that 

in October it will be necessary tor the British to take 

serious and tar-reaching measures along his own linea if 

the pound ie to b e •saved• and it the British are to main

tain a tree eoonomT srstem. 8peciticall1, Reynaud ea1d that 

Great Britain would have to increase taxes and draeticall1 

reduce public works relief and similar expenditures it 

ther are to avoid inflation and it they restore oontidenoe 

in the pound. Be spoke ecorntully ot the 1halt measures• 

which the Brit111h have adopted e1nce the beg1nn1.ng ot th1e 

year, and he queat1oned the ettioaor ot the attempts to 

discourage capital tllght by the steps they have taken eo 

tar. 

• 
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We aaked Rernaud about the Xendelaaohn situation and 

about the death ot Xannhe1ller, and reterring to Claude 
taaoue noYel 

Farrere' e )w eQI4ifiijC~JCIOIIIIIf'ICI. "1 1 ho11111e qui aeeaeeina • he 

qu1okl.J" replied 'I am the -n wbo kll.led h1ll1 • In explana

tion he said that be had taken adYantage ot the inordinate 

vanity ot Xannheiaer to persuade ~ to carry out hie recent 

operation• tor the J'renoh Treaeury, and particularlr to 

ban the bill issue aade renewable up to eiX yeare. Rernaud 

said that ~1hereaa Mannheimer bad relied in previous issues 

upon the exhtenoe in the Netherlanda ot .ubstantial swu 

ot J"renoh tllght oe.p1tal to take up the tranohea floated • 

there aa a reeult ot his, Reynaud1 a,euooeeatul financial 

policies and French capital repatriati on, there no longer 

vera preaent auoh inveatment aourcae. Rernaud had received 

categorical assuranoe1 on ~o oooaaion~ from Kannheimer 

that the recent ieeuea had been euoceeetullr d1apoaed ot , 

and that the ieauee had been taken nna. 

Reynaud expreeaed confidence that the Mendelssohn sue

pension would not have auoh etteot given 1 the existing 

favorable market for Frenoh Govenuaent paper•, but the danger ot 

political raperouaeion in France vas admitted by Palevak1. 

Inoidentall1, Rernaud added that the partners of Xannhelmar 

vera poor unfortunate people wbo, Juet w1thln the laat 

three months, had been persuaded to Join t he firs; it ie 

Reynaud'• ballet that debta tor the aoet part will sake 

up Kannheiaer1 e peraonal e1tate. 
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Reynaud g&Ya Xannha1mar credit tor baYing rendered 

service to Franca 1n two or1aea - 1n datanaa ot t he Poincare 

tranc, and Reynaud 1 • ovn t'rano. Xannha1mer1 a diaappaaranoa, 

be said, vould eea• to do ava7 v1 ~ the :laat aouroa ot inter

national borrov1ng tor Franca. 

Reynaud hopaa tor turtber auepana1on ot quotae to 

aaa1at b1m 1n h1a etruggla aga1net pr1oe r1aa. BovaYar, 

aa r agarde :llila Ja&D7 ot the remaining 260 1nduatr1a1 1 tau 

vh1ob are at111 under quota 11Jl1tat1ona , he adlaltted that 

he vould haYa to JaOYa elov:Ly. Agricultural pr1oaa v111 

be b1a next point ot •attack • ; he planned to make a etate

ment 1n t h1e r egard tod&7. Be said that they continue 

to have highly eatiataotory eubeoriptiona to the armament 

bonde, vhlob aubaoript1ons atill aYeraga dally mora t.n 

a hundred alll i on trance. 

He told ua that the &Jaount ot the credit extended to 

Poland tor purobaaea 1n Franca vu t or 600 •1lli on tranoa1 

the agreement ooYaring this credit vaa signed Frid&7. 

Reynaud 11 one ot tboae people Vbo are ot the opinion 

that tb1a au tWill var v111 ooaeJ he th1nke that 1 t Ja&7 

begin abortl;r attar the aeat1ng at lfure~aburg (vll1ob beg1na 

on September 2) .: ha raaaona that th1a v1ll ba the tiaa 

when anov in tha .U,pa v111 iapada a French &dYanoa into 

Italy but the rains in Poland,vb1ob IU.Ite 111J)aaaabla 12\a 

routes tor ~aeohanizad unite, v11 not yet b&Ya begun. 

END or MESSAGe. 

U.:LW 

.. 

Regraded Unclassified



'1'0: Aaar1oan hba.••T, Berlin, Gsl'll&nT 

D.l'l'!: Auguat 21, 19:59, 6 p. •· 

BO. : :56& 

174 -F 

In the August 19 1eeue of the MEW YORI ~8 there 

1e a etorr b7 '1'ol1eohue vh1oh 1e -oat 1ntereet1ng, v1th 

regard to the failure of the plan for tax prepqment 

oert1f1oate•. It 1• tbe belief of the Department that a 

epeo1al report on thJ.s eubjeot Would be ueetul, 1nd1oat1ng 

the dnelop11ent of d1aoount on the .. oert1f1oatee and 

whether red1•oount pr1rtlegee are extended and are being 

u•ed. '1'he report ehould aleo s tate what the future proe

peote are for further uee of thJ.e aethod of tax prepaJaent 

oert1f1oatea, and 11 the oert1f1oatee are to be ourta1led, 

TOur be•t Judgment ae to what eubet1tute uthode the 

Gei'II&Jl OoTernaent a1ght uee. 

VELLE8 

AoUng (HI') 

EA:unr 
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f"KOIRAL RKS&AVC 8ANK 

OF NEW VORK 
• f • 

- · ~ I 
CE CORRESPONDENCE 

COIFIOII'lUL FILI8 

L. w. ltllolte 

DAn -aa\ ., ,1818. 

SU8JftCT 'flELSPBOJI! COPJWI.diOI II'fB 

BAIJt OF !IGLAI D. 

•r· Ba111ter callecl at llal& \oc1q expnaaiJle tlleir th.-ke 

t or t he tncreua4 cold o rder li'Ytm tll• O"Yer nilhtJ t h e)' creatl7 

appreciat ed t he gesture • . I replied tllat I would COII'YtiT tlle aeaaeca 

to ria shtngton. !here we a a cbelftle in the situation todq in t h1a 

r espect, that the public' a 8)'e1 on the Contin ent, instead ot beinc 

rheted aleo on t he curranq situation aa bereto.ton 1 had now turaed 

to t h e political aide ot t he cuestion mtirelr. .U a r e1101t o.t the 

proposed Gera.811-lluuian treat71 tbt17 were now a.traid o.t war and bad 

tu m ad t o the dollar and awa:r tro• cold. .ta a result, todq' s 8ou\h , 

Atrioen gol d in the aarket b ad satisf ied t he creat17 reduced d•and 

on t b e part ot t he pabliCJ 011 the other band, that .tor dollar s had 

been t errific and be bad so .tar had to s ell t:u,ooo,ooo IIJI(It and 

•4, 0001 000 outrtsbt .to r t orward daliYer,r 1n addition to t e2, ooo,ooo 

swaps. 

'fbe onl7 cbaace in quotation• in torailn excbelftl•• had bam 

t hat .tor the be~a which bad weakened 11Ubatant1all7 d:ue to a suddm 

night ot capital rro. Bruaaala to lew t ork Yia Londoo. !his bad1 

ot course, added t o the troubles o.t the lllllliC. 

t h ere waa a craat deal ot ~~peculation c oinl oo aa to 'llhat 

t h ia new lluuo-Oemm noa- qcre .. iOD pact r eal1T aemt. lo de.tin1 t a 

n 8We wae uailable at the -mt but at ant rate 1t looked like a 

var,r bic d1pl<11Bat1c da.taat .tor Jnclmd. It •-84 doubtfUl to Rawer 

whether the ~barlain COYeftlllant WO!Ud t\Md the llboclc it OeNIIIJ' 

I 
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r&OE.R.AL AESERVIE B ANK 

OF NEW YORK 
:71., 

DATE 'pJPft ... lAI!It. 

• 

fi!LIPBOI BJ:QIJ1UJ!>.JJliiL.I!J.XIL..I 

B£Mlt OJ' !IOLAIO 

aatuall7 concluded thia pact With aua.a. Ot t.be la\ter he "•oach' 

there could be Uttle dou"' b-H 1t d1cl DOt a- t.bfnlrabh that 

Hitler would aalte ID --o•IDt ot the •rt haued laa Dicln 

UDhn ba bad cood c:rouada to malte lt, otbentae be would be left 

hi«b and dz7 it it dicl not t1Dall7 aahri~iH. 

People in Loodoo were Yef7 deprened todq. ~h.,. teared 

t he wont alt.bouch -• thoucht that thia latest dwelo~IDt aicht 

aaan no war 1D the near tuture. Ra11ker1 biJa .. lt, oould not aae 1t 

t hat we:r at all. 

Lilt aD 
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CJ 

Secretary of Stntc , 

1540, Augus ' 22, 4 p . m. 

FOR T::E TREASURY • 

GRAY 

PARIS 

Dntcd August 22, 1939 

ReG 1 d 2:39p. m. 

The :?aria markets today were completely dominated 

by th£ shock of the news or the Russo-German non-aggression 

pact and r apid development of the international politiGal 

crisis . In fairly active trading the pound was under 

extr emely heavy pressure from the dollar both spot and 

forward. Tbt fund gained a 11 ttlc sterling and thE 

forward franc was very much bid, the premium adva~cing to 

20 centimes and 50 centimes for one month and thrEE 

months respectively . The Swi ss rranc and tht flori n wt r£ 

somewhat erratic a nd t he letter u little more offered. ThE 

Nati onal B:lnlt or Bel g ium dropped the bclga rate thr££ 

per mill from o .~g to 6 . 40. The security market was very 

heavy, down t hree t o r i ve per cent at thE opening. Rent£& 

closed one rrano down . 

( EfrD S!:CTION ONE ) . 

BULUTT 

CSB 
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'ftle BUlk of ,... .. \Jtwoi'IIOI', rot~P~~ter, Wbo to oao of 

Ulo fn NMinlnc opUa1eta here, d 1-ok to4a7 told u that 

he wu ettll ho oM that U wa14 be pout'ble to aYo ld \ho 

oataa trophe of war; hownor ho llla4 110 tdoa •• to ..mat eoluUoa 

a1gbt be uae4. If war ohould b o aYo1de4, be aa14, tbh 

aata. tho tutul'o of the poud w111 prooont a pro'bl ... 

•• h of the oplaloa, u u llw,..,_,.., that u will bo aoeoo-

•&JT for tho BrUloh k \do CnoUo otopa k •pat tholl' 

houo 1a or«or• 'b7 ra1o1ag tueo aa4 J'Muota« ozpea41 turoe 

tor non-&l'll&llent JIU'POOH. Bo thillb that ...... oo tho poua4 

h eoantlat oYar-Y&lao4 aa4 eald \:hero 1o an 1aoroaoo 1a 

the 111'1 Uoh adYoroo balanoa of ~ata oa oUJ'I'ont aooouat. 

Ro reaa1te4, with a aa Uo, that 01f atorllag to pora1 Uo4 

to fall ooiiO'Wtlat 1t roaalao to bo •- what JO'Il w111 4o 

,.-ttll \M 4ollar"J 11e a ddoa that ho ba4 a fMlla« that -. 

uanoa 8\atH wellld aot 4o aDT'hlliC for a half a 1oar, 

at lout. I &~ll:o4 roarnlol' what PI'IUUIO wO'Illd do wl th til 

traao 1f thoro aboald bo a drop 1a t ho poud and tt tho 

pro••t e.dYantap of Fl'aaoa oftr world pr1oH ware th .. 

loot. In - be aatd that thl traao wu not Uo4 to 

tho poaaa, aD4 that tho oli'Ouotaaooo o:a:loUBI at thO 

tl.M YOlll.d onUI'OlT 4otOP01no p.POoe4a'o. 

It 1e roarn1or'• op1a1oa that tbe t1aano1al •UuaUoa 

of o....., h oenoao aa4 that a OI'Uil _, - 1a tu 

1--. ra: lwM¥11', bo oa14 u to Ufflaalt to oalt.ato .. 

tla1111 

-~ 

• 
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.• 'v- C. -·-
tlldiiC tho ... t. •• oa14 tllat the lad• ou kelp tho b&ll 

J'Olllng tor another olz .. a tho or a JOU, -, oao 4...-too or 

another. 

Ao tor the ho4obo.- fall ue, roanlor .... u.-t 

of lte offooto. l'o oa14 that tho preuve ot ..... liiPOI'taat 

• .,. ... ,. hero 111 &uropo woata eooa oauoo tu attalr to bo 

rorcottea. 

1CNJ'II1or •••UI'04 uo , 1no14eatal17, that ,.. oaooaclJ 

a .. lJ'M to ooaUauo tho olooo ooop ... uoa ana tlra.ak u4 

oor41al rolaUoao ox1otlac ll•'-• Ulo Ual tee ! tat .. aa4 

tho Bank or rr&noo horotoforo. 

Coaf14nUal 1aforaat1oa bao ooao to •• that tho 

Baak of I114o-Cih1na 11 ou of tho .. 1a .. 11 ... ot oterl1q, 

aa4 1o oonorttac 1ato 4oll&J'o 1u'p po'llll4 hol4lqo tor 

·- of 1to lea4tac eu .. , • • . 

BULLift. 

0 
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OJ 

Secretary or State, 

Washington, 

RUSH . 

121~, August 22, 9 p. m. 

PLAIN 

LONDON 

17G- D 

Dated August 22, 19~9 

Rco'd ~:48 p. m. 

FOR TREASURY PROM Bll'l'TERWORTB, 

l o The City was complEtEly flabbergasted by th£ 

announcEm£nt of Ribbtntrop's tmpEnding visit to Moscow 

to sign a Russo-GErman non- aggrtsoion pact, Although 

apprehension has bEEn gradually mounting dur1ng thE past 

month the fact that an acutE crisis had bEEn tully anti

cipated had atrvtd to prEsErvE a measure of confidEncE 1n 

the City which bad also bern augmented by th£ i .nspircd 

reports or British prcparednEsst war was regardEd as a 

definitE possibility but a firm stand was seEn as th£ 

means of avoiding war , Therefore thE initial reaction in 

the 6ity to last night's news from BErlin and Moscow was 

unrt litvtd pESsimism, ThE London Stock ExchangE illllltd1atE

ly ma.rktd all prioca down and j.obbtrs rtaorttd to their 

usual crisis taotios of widening thE spread between 

their buying and selling prices to such an c~tcnt as to 

make: 
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- 2- #1213, August 22, 9 p. m., from London 

rnak£ tradin~ unattractivE . ConsEquEntly the turnover 

was small. _ritish Oovcrnmrnt securiti es werE particu

lnrly weak, 3t percent war loa.n for txWDple which closEd 

lc.ot night at 89 3/4 was init i ally quoted as l ow as 86 

and clooEd o&!. Such buoincoo o.a there was mootly took 

plccc at c.rJtmd 87t - 3/4. This comparEs with thE 

11 Munich11 l ow of 90. But it Vll.ll bE recalled that at 

that tim£ t~~ Stock Exchange Co:nmittEE , at thE instiga

tion of ~~r. Critish monctar~ au thoritScs, imposed mini 

mum priors . ~owcvcr , thE Treasury and Bank of England, 

for politica l ao well as f i nancial rcasono , arc reluc

tant to take th:l.o a tEp again until thr. oi tuation absolu

tely requires it o 

ThE d£no.:nd for both spot and forwcrd dollcrs has been 

very large and the British fund has bEEn virtually th£ 

only seller. It continues to supply one month dol lars 

at 3/4 and thrEE months at 2 1/4 but is indirectly scru

tini zing and rationing the supply . The Exchange broktrs 

at the i nstigation or the British authorities arc EXEr

cisi ng particular care that a r equired forward trans

action i s for bone fide canmcrcial purposes and thE amount, 

nllJDe end standing of the finc.ncic l insti tution is being 

token into nccount. Large dealings ore hard to effect and 

delay oftEn results of hclf on hour or mor t as o further 

discouraging 

.. 
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-3- #1213, August 22, 9 p . m., from Lolldoo 

diooou.ro.ging influEncE • The supplying of spot dollars 

remains \\OaffEcted. 

At gold fixing 140 bars YltrE initially offered at 

148s 7d but therE were no takers . The price was then 

dropped l/2d and 152 bars were sold ot which 31 were 

married t.'le r :arla:t supplying all . NErvouanEss on the 

part of hoareErs and arbitrageurs is responsible tor this 

volte- face; recently aold has been mainly supplied by 

the British tund and buyers have been rationed. (END 

SECTI ON ONE) . 

KENNEDY 

RPD 

Regraded Unclassified



PARAPBRl81 or 810TIOB 2, 

.... I" 
.:.. \) - \,;1 

81r Freder1ok Ph1111pe told me that 1t would be 

1mpoee1ble to take a new on tinano1al denlopmente, 

e1nce there vae i nauttio1ent reliabl e taotual intorma~ 

t1on on the international a1tuat1on on vbich to go , 

It vas to be expeoted, theretore, that London should 

haTe a eeTere ebook th1e morning, It vae also \lo be 

expeoted that there ehould be a large drain on Br1 thh 

gold reserves , I haTs t he impreeeion, trom the tenor 

ot h1a conTeraat1on and trom other ind1oat1one, that , 

at least t or the reet ot th1e ve'illt, the7 will hold hard, 

.. 
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" DI:ftAL RES ERVE BANK 

OF NEW YORK 

C E CORRESPONDENCE 

CONnOIIITI~ 

L. w. KDolle 

SULJECT 

_ .... ..._ __ ... 
M(e) .:. -, f 
DAT" AillfU R 881 18118. 

ULIPBOIB COIT'IIIU!IOI WI%8 

BAlK OF !IGLAIO. 

I called •r. Hawker at 12120 todt¥. !he:r had sold eo tar 

:~,000,000. !ha preswra wu terrific. • .. :rode Md bem bf.c sellers 

ot sterUDg this atte~; t he:r Md also bam act1Ye 1D Pitcbes, 

aelUnc spot and buTillc tol'Ward dollara. 

!he 1nter .. t1nc thine todq wae a aaaiiUn ot wea.lmaas 1D 

the Fr.ncb franc. the pressure was not Yel')' bf.c but nwerthelan 1t 

was a complete rnaraal ot the prnioua ted.nCT• 

Ool d wu ba1DC dillboarded '117 the c-t1Dent. Be bad boucht 

aome todq. It probablJ' would be ditficult ti:dnc t 0110r:row baeauae 

t he arb1traceurs were not wodc1DC at the preset price ot l48a 8 1/24, 

whi ch was protitabla to tha ODl.J' it thtl)' could ali•d.aata wa,r risk ' 

1nsur once and that, of course, the:r ware not wtllin& to do under 

prno111lli c1rc:uastances. 

!he beJ.ca was posaibly a trine bntar. 

I refened to his cable ot t his comiDC adYisinc t hat thiiJ' 

had chm us ;~5,000,000 cold ill London. Would be pl ease ... whether 

he could an ange shipmet ot $151 000,000 ot this cold on the 11•• 
Aaaterd• troa Southampton on qun 21S and aleo try to get another 

$51 000, 000 on the American Banker on t he ae11e datet Be r eplied that 

t he sold na 8lread7 packed and proaised that he would do u raqueated. 

He apoloc1Md t o r hninc to put so IIUcb cold int o ua but he Jun 

eouldll 't keep up With the pressure; a a a a atter ot tact he was not 

up. Hawker retaned t o hi a cable adY1 atnc of the ah1ptunt ot 

ot cold troa Canada. I r eplied t hat we had rece1Yed the 

cable and had al.o heard troa Canada OYer the teltpbane. 
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fi'&D £AAL RES& RV£ 8ANI( 

OF NEW VORl( :..re 
C E CORRESPONDENCE 

COIFIDI&iiAL_liLJI 

L. •· ltJioll:e 

DATE .l!111lllt IU, 11U!8, 

SuBJECT• f~--COP~A!IOI mB 

B.lU OF I!!OL.liD, 

I ca11ed llr. Bawv at 121 so tcdq. 7odq' s aales aow 

totaled $75,000, 000, be u.id, aad ware stUl golnc stMGC• SterliDs 

was weak age1nst el l eurrmcies, ucept posaibl7 the Canadian doll., 

which was also weakening in t h e London •arket. The demand tor dollars 

was t err1t1c. EYe17bod7 was depressed .ad Tary anxious about the 

.tuture but prepared tor tbe 11Qr.t. 1\ltana were <;Uoted 1A London d 

2 3/4 t or lS .ontba .ad 2 1/4 tor one month. 7 be trouble which tbe 

!lew York banks now were haTing 1n placins f orward aterl.ins "en tor 

commercial busineae was due to tbe tact tbot they bad gone in TeJT .. 

heaTily before, poaai bly on speculstiTa operations, and that t he 

domestic banks 1n Locdon now had reached t he l1111t of t heir linea 

Wi t h lew Yorlt banll:s, 

01sboard1ng or cold continued. The p rice was now do., to 

l48s 4 1/214, ~1Talmt to IM.7290, or at lS 1/td discount With t h e 

New York rate. Oold coins wer e elao wealccing. On t he other hand the 

d81Dand tor French bmlc notes was i ncreasing, probably due to the 

mobilization 1n FrMce and the desire on the part of t hose called 

to the colora t o l ..,.e t heir f emi11ea wttb cub. 

lloaey 1n London was tigbteaing, d.., tc ~ rates on depoaih 

now being ~ (aca!An "r/ 8'/. l .. t wHit). Th e 1, 2 and lS month a rates 

had not 7 et been fixed. 

I stated tbet tbe Preai4mt llooa.,.eU;, acheduled to aa11 

to !lew York !1'011 8outtu.ptoa em Sept•ber 1 llight now aa11 • 

,. 
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n DER.AL RES&RVE BAHt( 
OF N EW YO R'( 1:3 

,.,..~,,..E CORRESPONDENCE 

COJnJ)II%lli.J'I.L 

DATF -lUI\ he llta, 

S UBJECT !LBPROIIB COHII\SA%I.QL.Il%IL...._ 

L. •· lAo~• """"\ BAll It OJ' !IGL.&I D. 

I 

.&uaullt -n, it ita call at BaabllJS, •• DOW pl-ed, was c.ncelled. 

It that should happiD, oould th«J' arraoce to llbip the $1&,000,000 

i n gold 'ltlich we s till hue there; was t hat pb)'s1 cal.l7 poss1bl.t 

Bawltar anrwar ed, "B7 all aeana, without Ill)' dou~t at all. • Be waa 

gidng ua today, he oontinued, the balance o f our gold order, about 

ta,ooo,ooo; 110Uld • • want t nat shipped aleo? I answered, "Yea•. 

ThG7 would then put f.2Z,ooo,ooo on t he Praaid10t Rooawelt . Be would 

call me on t he phone a little l ater 1D the day. 

llr. Bawar cal led me at 21 20 p.a. to tind out how t h1naa 

war e go1ft1! hera. I reported on our stock market and told hi.• t hat 

in the Coreica exchaoce marltet busiaeu was 't'8r)' c:uiet; so t ar we 

had boUCht £901 000 onl)', and the bulk of t hat was Cor Chinese acoount. 

Be r epeated what he had said 1n his earlln call, t hat he would 

telephone ae acain tonilbt, either at bo!lle or at the bank. It, 1n 

the meant ime, acthit)' in aterliDg 1n the Wew York market should 

increase and •• be called upon to bu)' laJ'Ie amounts, would I plene 

call him at the baalt, 'llbich I proiD.ised. 

(I noaa i n this aeeond call oonaid~le ner'lllU!Ilosson thei r 

PArt as to the tllture aterliDI! rate and that tht17 aay well now be 

cona1der1.ac how 111Uch lOftier the,r caa hold the r ate at the preaaat l nel 

Lilian 

! h u e ware no newa. !he Br•ID wu eonttnuiftl! her tl'ip to 

&Dd the a.ll'opa waa acheclaled to arl'i't'e at Bouth•ptOD oa 
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.....,., 22, 19J9 

,.., ..... PO! .. nw 

ftoe IIIOM _,__, WI la \be otflll of U.. VU.. S...\aq 
of S\a\1 aa\horhel _, U.. Prwl4a\ 11 aa la\~\&1 -l\\11 
lllklac pNpan\loa tor..,_,_. will* at•\ arlee ot oo..UUou 
a'troaA. Proo11\ a\ U.e -•tac _. U.e tollwtact 111>4• Seere\M)' 
Velloo, .ueh\u\ SIIN\UJ' IIotta\\, lerll . •-•••lU.. Ao\lac 
SIIH\UJ of War LeU• lobuoa, J.e\lac SIIN\UJ' of U.1 wa..,- Charlie 
14hoa, .U vat... SIIN\UJ' of~ ...... A11h\aa\ Seori\UJ 
of fi'IIIUJ Oaa\oa, •-••· 1111 eal O.lraa of U.1 fr~UUJ, allo 
etatt ottloere of U.. loft/7 olio& Wa..,-. 

Ape-\ ~\ho of \ ble .. Ia _.\t .. ..U... U.t cllall'
...... l p of J.oell\aa\ s-.taq of S\a\1 Jorh .U r.proe•\&Uft of 
~ Mr .... , .. , •"*•••t&Uft of heUoo \o be ~ • .U a rop
roo•\aUft fro. U.o S\a\1 .U War Dopartau\. !l\1 *""-"" ... 
l u\.....,\el \ o pro .... tlarlher wltll co\Uac all papon \ocoUlor tJooa 
ner7 4opartaoa\ U.a\ .-14 'M MOO&IUJ' la .... of .UftloaU:r alwoat. 
A -uac of ""' .u '"" wtll be bel4 oa w.._tq. """'"' 2)rt. 
a \ 2t)O la U.1 oftlll of Mr. Jorla. 

. t' 

J.ao\hor tall I-'"" t o wolt< oa U.a flaaaolal attain 'IIAclor U.a 
laa4anblp of U.. fl'laiV7 llapar\-\ wlU. a NpNa•\&Uft troa S\ah, 
.ruuoe, aa4 U.t Pllohl lootr.... lloArll aa4 VIle flnt -\lDC wlll 
l>t hal4 oa Wt'-4a:r aoralac ot 10 A. 11. 

!'be AYla\loa SIO\loa le 'lltlac ball41el 'r Mr. Joafto of \111 S\a\t 
Dtpar-..\ u4ar Mr. hrll, aa4 U.t tln\ a11\lac wU1 be !Mlt at 
10 o 1 oloak W.._4a;r, ..,..., 2)r4, ooaala\lac of :JQfte , llaaoa ot U.t 
CJ.A, lleal\oa of heUoo, aaA a r.proe•\&Uft tro. U.. Coal\ oaara. 

ftle t l aal -u"C of u.a •11 -•"• wtll ba-Wl !lmro4q 
at\onooa at ) o'tloelt la Ule oftltO of \lit l71141r SeWe\UJ ot S\a\t , 
a \ ..,ldl \1111 \lla tlaal bat\ t- wUl be naq tor \be Preal4&\ oa 
Pl1.4q aoratac, ...,.., 25U.. 

• 
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...... 22, 19)9 

..,..,.,JOaftiPDII.-t 

a.t.rrhc \o ,...... •-l'aalba of ....,.., U, 19}9, .. ...,. r-l'IM 

a """" .. llr. J- lllllo\\ ._til of lorfolk, Tlrc&al .. • - -

...... 'f' Oonr110r Prtoo tor O.lloo\or of 0...\oole a\ lorfoUt, Tlrc&ala. 

I .-w tlla ~ul- _. r111 wh\loa ot a,oolal ..,_, 

.utrol 1. la\oro0 Jr., aool .... \o .-c. Udo l.Hoo\lca\loa 'r \ba Olol~ 

of \bo Ja\olllcaaoo Ual\t 

"!!do la .... ucau ... llu 4loolooe4 \ba\ llr • ._til 11M 

a~ ...._\loa, lo ooaol4ore4 Mllolar17 'r hlo 

aoooclo\oo, ~. ea onolloa\ ropoa\a\loa for boaooqo, 

roua~Uv 0114 la\ecrf.\J', ae4, -r4lac \o all 

le41Y14ulo la\enl-.t, 1e u.. .. u\..Uac a\\o~ u 
lorfollr, lt 110\ \bo oo\lro 1\o\o of Tlrc&ala. 

....... * 11M ..,_,17 lhol wlUda lalo -•· ao\ 
lalo o\Uca\loao ao ooo\rao\ol 0114 llu 110 orUlaal r-rt • 

..... .. * lo U\ho lo tlla prac\loo of lalo profoMlo .. 

h 1B .... pbraloal ooa4l tloa, _. 1\ h 'Mllent *-' 
he 1e M17 .... n., -\&117 _. pbJ'oloal17, of 

.-fol'ldac, la a •\lotao\oi'J -· \he au .. ....,.trol 

ot ldJilo \ba poolUoa whleb he ..... 

0 1\ lo \horotoro ro111 ••to& ~' f..ora)lo ooaoltaro\loo 

\a cl,_ "'- IUta\\ .. til, lorfolk, Tlrclala, tor 
..,.la._\ \o \ba pool Uoo of OoUoo\Or of 0...\oole. • 

I ~. aloo aoltol for a r.,.n oa llr. A117B Joooo ot l..,.n .... , 

Tlrc&ala, roa w'ol 'r luoar•r Prtoo..,. llr. a. lal\M llooro tor 

Oolloo\or ot la\orOal ..,_a\ as-. ... Tl1Wlalao ftlo """" le 

.... , .. la a f• a.e, a\ wbieb \lao I oball fo.....,. \0 ,... 

/:-.;'/ -- l ....... j J .. l ... 
• 

F ' 

.TIIh co 
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r!l:. !l:.nSURES TO PROTeCT VIJt!UUS 
:.lilitiU~S I N !!;VENT 0 1• WAR IN WROPE 

August 2J , 19)9 . 
l ll : ov a . Ul • 

!Jte!lent : 

HLnes : 

• lr . Hanes (presiding) 
l.!r . Gaston 
t.lr. Bell 
.:Jr . ..:c.1 rn~ 
~r. Gl~·sser .r . Feis 
J r . 'l'~>'lnserul (Justice) 
.. r . H\l.><J.l1cf Thoo~>s (FeuEr~>l .le~erve) 

Aft~r thut first meeting t hut we had over in the 
:>t:.tc Oep;~rtment, accor u i nl: to our agreement Nith 
.:.uanor .elles , v.e sent t he i'resiaent o mess• gc IJS 

follo•s : 

"At (. 'tleeting cLlled t oaay by Under »ecrctary 
.. elles at wnicb repr esenttlives of -'tt t e , • r eEsury, 
11hr, !lr.vy ~: na J ustice ue, ar t ment s wer e present, 
1 t wus suggested tnat ~~et>sur~· head an informcl 
coJmi ttee to be composed of r epresentatives of 
~ederal neserve Boar d, S to te and Justi ce, voss lbly 
to be ougmented later by rcpres~nt~tives of 
Securities lxchange Commiss i on und ~ommerce , t o 
study Dnd comple t e Rh& tt<ve r plans e re necessar y 
to ex~rcise , in case of emergenc:; , cont rol over 
trt.nstctions i n f or eign excnange, transfers of 
credit , expor~; of co ius ~:nd c Llrrency, Sble of 
securities in th e hmerican murket by foreign 
holders , other Ob tte rs brising ~nder ~action J 
of i.te !ieutrnli t) .l.c t , a nd a~ oth er rel~ted 
m&tttrs .-hich might a rise . 

" I fuel I s houla na ve your app1·ovel be fore 
,- roceeuing to create such u committee . " 

In uns>'ler t .:J tha t r.e of c ourse hna the r eply b)' 
tt1e Presi oent >-ppr oving tile f orma tion of tnis 
co=Htee, ana a t tile meeting yes t erdty ~t t ile 
utLte ue~Lrtmtnt 3e decided to bola the first 
;;>r elimlm;ry c eeting of t his sub- col'lOittee to 
consider tnes e catters Lno to go over the detnils -
go uver in deta il a i l the popors that bave been 
pr ep6r ed unu which were Byproved by tile President 
a t the tlme of tile las t dlff'iculty in the spring . 
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~ii-1rns : 

tJ. bnes : 

'-airns: 

-- ~~--

-2- :aJ 

1\nd ! ' 11 a~k tlunting t on ~airns if he 'll start Bnd 
let us go a l ong slowl)" 11no go ovor each one of 
tttasc docWDents llna give us the background of e ll 
o f them. hnd then if there ~re a ny suggestions 
nere , '·" ' ll i r on them out in a moment. 

~upposo I summ~rize the papers first , end then 
if there a re eny ~uestlons , we can pr oceed to 
uetulls . 

ftll r ight. 

Under the author ity of Section 5- B of the •roding
"ith-tne-~nemy Act , tr•11t 19 , the Ac t of October 6 , 
1'117, ~s amended by ~ect.lun ;( of tne hct of i.!arch 9 , 
l'JJJ , the ~ergency BanKing Act, toe Pr esident has 
tne au tnority duri ng ticc of ~tar or any other period 
of n& tional emergency t o invbst1gate, regul~tc , or 
pr onibit, under sucn r~l~s knU regul~ tions LS ne 
oay pr escribe by means of licenses or other •r.ise, 
trbns&c tions ln for ei gn exchLnge, transf~rs of 
cr eul t between or ;)ayruents b)' b&nking institut i ons, 
End tne export, noar<ilng, melting or earmarking of 
coin or bullion or currency . 

•. n J:.xcc .. tlve Or ae r n:..s been pr e!•ered, tne efJ'ect 
uf 11111icl1 would be t o re-, ui r e licenses for \ G) trcns
~cti<lns in foreign excllfngc; \b) trr.nsfer5 of credlt 
b.,t;,eo:n bUiAing iT.S tltutiuns li tnin toe vni t ea "tOteS 
a.nc bt ni<int; inst l t.utlvns :>utside the Uni t eJ ->ttc tes; 

CJ tnc ex.,ort fro:>~ tne Unite.! "'t" tes of any c ~.rrency 

or coi n or bulli vn; anu (aJ transfers of credlt. b~t~een 
&ny b<.nhing ins t1tutlun5 w1til1n t ne vnited St11teo &nd 
p• ymcnts by t ny banKing institutions ::ithin the 
Un i tell States in wni.:h b i \Y f orei gn country or IJ 

no tiont l t nereof has any inttres t. 

>ue '-'Xecut.ive Or der wo <.la td so req t..ire ae tviled 
!'<!ports or foreign property interests in the vni t ea 
Sta.tcs . 

On J &nULry 15, 19J4, tile ~resident issued ~xecutive 
Order llo . 6560, wnich pr ovi ded for l i.Uted foreign 
exchcnte contr ol . On November 12 , 19>4, r egulat i ons 
were issued bj the Secr <! tury of the <reasury under 
sucn Jo.xec uti ve Or der, which r egulati ons had the 
effect of lifting the r estr ict ions imvosed by such 
Or der. The Lxecutive Order whi ch hvs now been 
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drafted amends the Executive Order of January 15, 
1934, so as t o tighten the r estrictions impos~J 
therein. Ther e has also been dr afted an Order 
revoking the r egulations of November 12, 19)4. 

The follo*ing papers i mplementing the bxecutive 
Or der nuve also been pr epared : 

1. Regulati ons which set up v system for the 
licensing of for eign exchange transactions, et 
cetera, and which also give detai led instructi ons 
with r es pect t o t he filins of r eports of foreign 
property inter es t s in the United States. 

2 . Telegr ams to the Federal Reserve ~anks, ~ol
lectors of ~ustoms, und the !Hnts and assay offices, 
and n letter t o the Postmaster General, advising the 
addr·es.oecs of the issucnce of the ebove-indi cuted 
orders and re&Ulations and explaining the duties 
to be performeo by the addressees in carrying out 
orders and regulations . 

J , The following report forms : 

o . T.F.R. lUO. ~his is a basic r epor t form 
t o be filed by hmeric~ns indica ting the 
nolding of property for foreigners . "'he 
report form requires a state=ent by tne 
reporter of the amounts and detailed 
uescription of each of tne various types 
of pr operty being neld . 

b . 1 . F. R. lUJ-A . This is a similar report 
form to be filed by t he person owning the 
property . 

c . T. F. R. 200 . 1his r eport f orm is to be filed 
by certain limited gr oups of banks , corpora
tions, et ceteru , indicating tnat t hey do 
not nold a nY property subject t o r eport. 

d . 1 . F. R. JJO. This report form indicates 
changes i n the s t ctus of re~rtable pr operty. 

4· 1he following forms implementing the licensing 
provisions : 

a . T. F. E. 1. Application f orm indicating the 
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danes : 

Cairns : 

Gaston: 

Cairns : 

Gaston: 

teis: 

Gas t on: 

F'eis : 

-4-

pur pose and t r ansacti on for which the 
license is desired . 

, c . , 
-~~ 

b . T. F. E. L. 1 . License f orm descrlbi.ng and 
uuthorizing the transaction. 

c . T.F.E. R. 1 . Report f orm to be filed by the 
l icensee indica t ing tnat the transect ion 
has been consumma t ed . 

5. Press r elease describing the above-indi ca ted 
orders and regula t ions briefly. 

Now, do you - is tha t - are ell these for ms, under 
the la•", necessary, is thut - that must be done? 

hell ••••• 

J ohnny, it seems to me tha t this - as nearly as I 
understand this plan, tha t it pr ovides the possibility 
f o r two different lines of procedure, one of which 
might be called the gradual Gpproach and the other the , 
itnmediate appr oach . I n one course of action wha t you 
would pr obably do is f i rst slmply t o r evoke the 
treasury regula tions of Noveruber, 1934, • • •• 

.. ell, January - ob yes, November. 

• • • of November, 1934, which wer e based on the 
Executive Order of J anuary , 1934. The oxecutive 
Or der of Januar y, 1934, alloKed for transactions 
in foreign exchange to c arry out ordinary commercial 
transac t ions, pr oviding funds f or travelers, and 
fulfilling old contrbc t s , but that ~xecutive Or der 
provided that the Secr e t a ry of the Treasury by 
r egulation might r evoke this general authorizat i on 
f or commercial transactions, e t c . The Order of 
"ovember, 1934 - the Treasury r egulation, r a ther, 
of November, 1934, issued a general license for all 
sorts of excbDnge transactions . ~ow •••• 

·fill you excuse me? !.fay I get my office? I 've just 
forgotten that I bad an engagement. Herbert, excuse 
my i nterrupt i on. 

hn Or der - in the most •••• 

Oo ahead . 
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Caston: 

..:airns : 

tiunes : 

'lownsend : 

<.alrns : 

'•ownsend : 

-5-

In the most gradual forw of appr oach, a Treasury 
r <!g..Ua tlon cot.ld be issued which simply r evoked the 
Tr e&sury r egulations of NoveoDber , 1934, which h'Ould 
put us bock int o t oe situation created by the 
Executive Order of January, 1~34 , ·Nhich re~uired 
tne license of all f orei gn exchange transactions 
except the normal commer cial, t r avelers, and old 
controcts . 

'lie nave prepared suca f n Lxecutive Order • 

Such u Treasury r egulation has been prepared , so 
thbt toll .. .. '.l:hen toe next step woulo be, if we 
wish to do so, to issue 1motller '.L r easury r egula tion 
t aKing ue~ vuntage of the power given to the ;,ecret a ry 
in the L~ecutive Or ner to revoke toe ~rivilege of 
nor~u l co~~crci~l t ransLCtlons without license . '.Lnat 
coulo be uone next. 

:low tnen, if tbe situation tuen seemed to b" out of 
nand, if there wer e ph1.ses tnat wer e no t being 
cover ed, if t hings were occurr ing t hat we didn 't 
1.a nt t o occur, we could t nen tuke the dr astic step 
of the new l:.xecutive vrder pr oviaing for vll t hese 
things th~t :Jr . <.airns nas out lint:d there in his 
summ~ry . 

That, us I say , woulc be the gr&dual appr oacn to the 
problem . •ht: o ther line of approach wo~a be nlmos t 
l~cd1Qtely to issue t nls neH ~xecutive Oraer clamping 
on a very s trlcgent exchanGe and pr~perty control, and 
then t o moalfy that by rt:gulu t ion so far as it seemed 
expe4tent ~nu necessary t~ uo so . 

.Jy point nere - tne r eoson I wus Fs!<ing tne -.uos t i on 
was , those things - I don ' t knol'l >hetheo· they are or 
not; t hey sound terribly do•1ut1c . If we 're not going 
into the .vo r ns to belligerent ourselves, it sounds 
to me like a t e r ribly o r nstic pr ogrum f o r us to go 
out~~ ~nd embark upon right away • 

• ell, that Executive Or J er - it's tne svme one? 

Yes, tout ' s the one. 

ihat bx~cutive Order, I think, goes about the full 
length that 1:e f e l t tbe !'ro~l<lent could go . It vas 
pr e Pll red N1 th <: v1e1v tna t 1 t would be used if the 
emergency was such as demanded it . 

.. 
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flones: 

Townsend: 

Gas t on: 

Townsend: 

Gaston: 

To•110send : 

Cairns: 

Gaston: 

Townsend: 

Thous: 

Gnston: 

Cnirns: 

Thomas: 

Townsend: 

:s1 
-6-

That would be - that would mean if we wer e engaged 
in the war our selves, I would assume. 

Not necessari ly . 

Not necessar ily. 

Not necessarily, Wr. Banes. The idea behind it was 
that it might be in cooperation with for eign countries 
that would seize securiti es held over there - American 
securities - and they might not want them dumped on 
the market over here, but would want them to be grad
uaUy liquidated. And the idea was to control the 
Exchange so as t o enable those securities to be 
gradually U ..,uidated rather than thrust upon the mar
ket immediately. 

Wouldn't there be •••• 

That was mainly the idea behind it . 

Xes . 

Wouldn't there be another phase to it? ~f the 
na tionals of some particula r foreign country or 
countries should attempt a Nrecking oper ati on in 
the United States, should they deliberately under
take to disorganize our economy, or because of 
panic co~dltions should take such steps as would 
tend to disorganize our econo~, it might be 
necessary to control their property and securiti es . 

Yes. 

The degr ee to which tbis would be drastic would 
depend upon bow freely the licenses were granted. 
So f a r as I can see, tnis primarily calls for 
reports, basic inforlllltion. ~sn • t that right ? It 
migh t actually ••.• 

'rhat 1 s correct, yes. 

That ' s r i ght . 

Xou might not actually enter into anything • •• •• 

It could be made very rigid by regula t ions or it 
could be made rather loosely fitting . 
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Thomas : 

To.msend : 

(;;.., iros: 

dones: 

l:&i rns : 

1'o:msend: 

t!~oncs : 

Townsend: 

.:sa 
-7-

Might be simply a matter of getting reports . 

The idea was that it might be found necessary, 
if war broke out in ~urope, to protect the 
American excoar~e market against sudden flooding 
either from holders in Europe or from people over 
nere: probabl y peopl~ wno wanted - Rho felt - who 
n&d e.n interest in the countries a t .:ar and .. ould 
~ant t o get their securities into cash, either to 
niae it &way from t htlr home country or to get - or 
to send it over there. Anyway, the idea was to keep 
it fro1n being a sudden flood of the market with 
securities . The extent to which it would have to 
be <ande rigid or lax would depend, of course, upon 
the activities on t he stock market. 

'lhe <>ecr ~: tary v;antea to know now much power he had, 
·•h&t .<as the furthest limit . 

Yes . 

lhi~ u-.>ci.Wlent discloses tha t . li nd tnere is ~ n 
oplnlon of the Attorney General appr oving the 
leg~llty of this ~xecutlve Or der . hny action l ass 
thun tl1io E.xdcutlve Order wou ld , of course , t> lso be 
l..gnl. 

~es . 

" '-S tnt. t j)aper - wu.s tnat particular Or der sub<Dit ted 
to the Pr esident lost s;rlng? 

Yes . l n&v~ a sta tement from the ~resident which I 
mignt r ead: 

111.1emor ondum fo r the Secrohry of the 'lrens .. ry -
"Pril 1~, 19J9 : This, I tt>ke it, is the Order which 
will be Ke pt in your sufo r eooy to be signed at any 
time . Plesse, however, r evd tne opinion of the 
Attorney General." l n1t1alled "r' . D. !L" 

As suggested Just e ~oment ego, even if tnis Order 
Nere signed in i ts arnstlc form , the rigidity o f it 
coula be modified consider ably by ~reasury r egul a
tions - by Treasury action prob&bly more tnan 
regulati ons; that is , in granting the licenses . 
Isn't thnt true? 
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Could I ask you t o r epeat that first page o r so of 
summary descript.ion :>f just what was covered in t hese 
Order s , and then could I ask you - later on ln your 
memoronJum the .1ord • aut horize" comes in a nd I didn't 
~uite get its bearing . 

I · .. ant; t o say, .Jr . tianes, tbat as far es I lrnow -
I 11ant to s ay thljt tnese - t he subject of these 
vrders noturally a ffects the commerce o f the Unit ed 
S t utes; tney a ffect the foreign r e l a tions o f tne 
Uniteo l>t •tes, affecting as they do t he property 
of f or eign ne tiol'Ulls , uno tr1er ef ore indirectly 
a ffect toe position of J.merics n i nvestments 
ab road . xs f a r as I know - I may be 1vrong - those 
~articular - I 1 lt be int~res teu t o hea r from Mr . 
Cairns - this llllrticulor se t of Orders the State 
~apartment nas never been consul ted on. Am I 
wr ong on that? 

I understood t ha t ~lr. borle had a copy of this 
.c:.xecutive Order. 

You Clean wi th tn t he l r.st fe<l days? 

No, ne ' s had a copy for some time. Isn ' t tnat 
your (Gaston) understund ing? 

\;eu, my =der s t nnd in& is - •hen .. e ta l .ted wi t h 
oerle - I t hink it ~ns on friday, wasn' t it? 

u r Uo nday . 

Or ~ond~y - I ' m no t cer t uin- .•. . he sulo yes , he 
w6s f umili&r with th»t b~osic Urder, thut he had hod 
a copy . How r ecently, I don 1 t know . 

1 me~n a t the time Qf their f or mula tion and submission 
to the Wn1 te House . 

that I aon•t .••• 

.. 
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As far as I Kno~ , the Department wasn 't consulted 
on i t. 

I only know Mr . Berte ' s s t a t ement . I di dn't know 
Nhether the St a te Department haa been consulted, but 
Mr . Berle stated he bad.a copy . 

I imagine 1 t was g hen to nim 

Herbert, wcren 1 t you in these conf erences? 

I "" s at t wo confcreo:ces . I ·Has the <>tate '-'epllrtment 
representative in those conferences . As far as I 
~ow, no one in t he Department was told as to how 
t hey were aevelorea into subsequent plans or Oraers . 
No•, I say tnat subject t o correction. 

Yes . 

I suggest you talk to Mr . Berle about it, because 
he stated tha t he had o copy, and ne hasn ' t received 
a copy ... i thin the l as t few days, because it ' s b~en ,. 
l ocKed in the safe and no one bas h8d a copy . bo 
if he received it, he mus t have received i t , I should 
thi nK, about the time 1 t II~>S prepar ed . 

Suppose I h~na you this . 

lloula you clnd my looking it over ? I find 1 t hard 
t o juage just whRt its scope is . 

-~e naven ' t got a ouplice te copy there? I've tried 
t o make not es nere, but I got benind you. 

(Calrns h6nJs Hanes duplicate copy) 

Sorry I bhven•t li CO ;>Y for everyone . 

You (Gaston) can l ook on this if you ~ant to . 

I •ve looked it over pr e tty ca refully. Jus t generally 
famili ar with tne ides . 

lf you want to see any of the original papers, Yr . 
Feis, 1 bave them here. 

Huntington, thiS f i rst "(a) transactions in foreign 
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exchange" - does that mean each individual trans
action in foreign exchange? 

Al l transactions •••• 

hcve t o be approved and licensed, huh? 

No , gener al - tnat is, you could grant licenses for 
a cert~in type of transac tion. It isn't necessary 
thr. t ever•y transaction - you might say, for instance, 
that rll commercia l transac tions between two coun
tries ••.. 

Thvt ' s .:h1•t I meant . It sa i d "licenses f o r trons
~ctlor.s . " l JUSt "vndere.l if th&t's each s 1•ecific 
tn ns"c t1->n . 

It c~ ... la t o><c ei ther for o . 

In :>tnt:.r •• or us , you lc!'ve ttu t open for the 'J.reasury 
regutr tions . 

But the Or der ~ronibits , except unde r license, eve ry 
t r onsoction in f oreign exctwn, ., . 

~ see . 

I n otb~r No rds, Johnny, i f this Or der goes into 
effect, i t free~es everything, and then you "unL&x" 
as tne Secre t a ry issues r egulations . 

Is t hiS Or de r more d r nstlc tnen tne one in l9JJ? 

Yes . 

Oil , much. 

Oh yes, it covers ~ much Ni ner field . 

I t covers one field esp~ciclly t~dt aes not cover ed 
by that, and tha t is the r eporting of the nold ing of 

of j)roperty . 

of property f or aliens or alien countries. 

And 1 t. .:o vt~ rs ell foreign exchange transactions? 

.. 
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An effort bas been made to include every foreign 
exchange transaction. If one could be carried out 
in violation of the Order, then it'~ the f ault of 
the Order; but it ' s an attempt t o include everything. 

But there were a lot of things r eported in ' JJ . 

1he bxecutive Order of J anuary, 19J4, expressly 
exempted three types of transactions: normal commer
cial or business requi r ements ; reasonable traveling 
and other personal r equi rements; and the fulfillment 
of legally enfor ceable obligations incurred prior 
t o Jarch ~ . 19JJ . 

l>ut f or a short time in ' JJ lfe r en' t there - there 
*8S quite en elabor a t6 r eporting system, some sort 
of control device . 

!•m no t f a miliar Hith tha t. 

I don't th i DA tha t Or de r 

Coula I s ee F. T. E.L . 1? 

.. as that i n connection with foreign exchange or 
with the request f or gold movements? 

It was my unders t anding it was in connection with 
foreign exchange . Fred Kent had it in t he Federa l 
rteserve Bank the r e a t llew York. 

I think that's right. I t hink Ur. Kent is the f ellow 
I 1 m trying to t o i nk of. 

Got a tremendous amount of r eports from all foreign 
exchange deal er s ; ~ent al ong f or several months . 

•lasn't tha t , !Lr. Thomas , inci denta l to the gold 
transactions? 

Yes. 

I t hink the thing was handle<! through the control, 
ovel" gold . 

It was t hrough the control over gold, but it was 
r eally a ll f o r e i gn exchange transactions . 

Regraded Unclassified



• ->·msend : 

Bell : 

(;oi rns : 

i ONilSend : 

..;~>!rns : 

>o .msend: 

l..nlrns : 

•ownsend : 

d o nos : 

, OJ 
-v 

-12-

•his goes further a nd re~ulres reports from 
~roperty holders, wnether there is any fo r eign 
excn~nge involved or not . Hut it's necess&ry 
t o have ,Jr operty loco tod ln o rder to know whether 
there might b e • • • . 

Hut so far as current reports ~nd contr ol devices 
a re concerned, it migllt be very similar to Whbt 
was attemvt~d ll t tha t time, end os I untlerst&nd 
it, a t ti16t tiwE actu~<lly no control ~.as .. xerclsed; 
the reports ner~ obtnined, but no a ttemvt was made 
to control the foreign exchange transacti ons or to 
res~rict t hem i n ~:<ny ,.·uy . !s that your (Dell) 
underst anding? 

I t nin.< that ' s correct, yes . 

If 1 may sEy this, Mr . tianes . hs 1 understood lt, 
t t the time t his Or ut: r .v11 s o:~rcfted it w:;s the idea 
of the Pre~ident thLt he w~nted t o :m or: jus t how f e r 
could be gone; ne wanted on Or ae r going tha t f nr, 
no·. ~:i th t he i<.lt& thb t H .vo~.-lu be used unless the 
emerGency became so g rt! a t tht.t 1 t .vas necesce ry to 
use tn" t; that o ther mt. thous woL.lti be used, ~ s f a r 
r.s possible . Wc;s n' t tllut rieht, "!r . Cairns? 

l uon ' t .rnow thr. t it NbS <lefini tely decioed which 
~vproach wo~d be t~.ten. 

'lhbt :.as t hE understanding 1 naa from !.!r . Foley . 

l uo .tl10" the Pre~ident 1.110 tne "ecrete.ry 1i&ntea t O· 

6no~ toe l i mits of their powers . 

ln~ t' s true, tney wLnted to .u1ow toe lill1 ts, in 
c~ se the emergency ... &s suco that they b.od to go the 
J.im1t. 

I 1m not &w .. re t nn t Lny particular plan was &greed 
upon. 

llo , l t hink no particular plan <~as agr eed upon. 

1he point comes now - wha t t his committee has got 
to make , - es I understtind the procedure , this 
committee has got t o meke a r ecommendation to the 
sub- coom1ttee of tnis committee of the whole, tind 

.. 
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dec i de on the type of regulot i on Ne ' re going to 
r ecommend to the Pre3ident to star t with in the 
case of a ·;:ar brevking out wbicn we will certu i nly 
not be a party to a t the outset, a t any ra te - what 
type of r egulution Ne 're going to r ecommend to that 
sub- co1n!!littee , &nd th&t s ub-committee in turn to the 
main C<lmmittee, which is going to r eport to .the 
Pr esident on ~ri.Jsy . rs that your understanding, 
Herbert? 

Yes . 

It seems to ce our Job her~ is to explore the 
sit~tion and find out Rha t ty.E of v rder - ar~ &e 
g.)~r.g to go tu .. >~hole nog e t the outset or ore we 
going t o r ecom:neno some r ._gulr. tion ,.hich "olold 
~occo:oplish the .::ein obJvctive which we r.:oe see«ing, 
~no taat is for the 1 r otection of our 01m best 
inter ests - m•rkets , enJ so forth . 

~he minimum s tep ~nvi3cged here in all these docu
mcr.ts is a simple 1 re .. sury r egult.tion revokine tho 
1'r e"sury r egula ti-'n or Nov(.mber , 1934· The situll tion 
the n Nould be tn6 t transact i ons in forei gn exchonce 
could be carrieu on ~ithout license f o r the p~roose 
of finunc i ng orolint.ry c ommer cial tra ns .. ctions 6nd 
needeo f unds for tra veler s , but i f ther e we r e eny 
attempt t o t~~nsfer oopitvl funds it No~ld require 
a s pecial l i cense . 

I t seems to me t ha t the plan tna t might be the most 
adv1sr.ble ~ould be to t ake th&t step fir s t, t o r evoke 
thE Tr el'SU'Y r egula tions in effect, r evoke theo b)' a 
ne.1 I"egul~t1un . If tn::. t accooplishts the desired end, 
taere '.1o;;J..: be hU nee;~ t" GO fl.irther . L f 1 t d ton t t I 

then the sec,no step wol.iiu be ne:t rcgulaticms by the 
'l: r ec.s...ry un.jer tne ola Or uEr, >hi co l taink could be 
m~~e arastic enough . I f that succeeded in bringing 
nb-'"t tae aesircd results 1 we woulon' t 11ave to go ony 
l'urtner . l;ut lf tne conaitiou~ got sti ll wor se, ts e 
lhst resort it might be necessar) t o issue uu l:.xecut 
Or oet· so~:>eiVho t simila r to t nls one . 

1het first ~te~ , it seems t o me , would entail r u ther 
complete supervision ol' ell f o relen exchange trc!ls
t.c tions . ue would hllVC t o r~>SS on the c,Uestion of 
wnether t his particulor tr1.nsact1on >.hich i s present ed 
to us i s a nor~tl commercl&i transaction, end t nct ' s 

·"''I 
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a mat ter of administrative decis i on: shether i t' s 
a normal commercial transaction or funds f or 
travelers . 

~<bat kind of transacti on, Herbert? 

A normal commer cial transuction; those can be 
carried on without license . How, just what our 
faciliti es would be for r ~ising the question ns 
to whether .they a r e normttl commer cial transactions 
or not , I don't know. 

" e haven' t any f &ci li ties except Federal neserve 
Danks . 

It would be nandled through your re~orts ; t hat , I 
t hink, is •.-lu; t was done in ' )) . 

How's that? 

It would have to be done through the reports . 

·~here would have to be nomebody to go over t hose 
r eports . We ' d lwve t o s e t up a new administr~>tive 
or ganization. 

I t seems to me .ve ' d have t o ao that in 811)' event . 
::e• ve go t t o huve an ndministrative or g&nization t o 
nandle t he thing . 

Pr obably nave t o rel ) to ~ gr eat ext ent, certain!) 
in ~ne earlier stages , on tne Federal Heserve oanks . 

I have no sense of opposition or cri&icism of even 
tnat preliminar7 measure, but I would feel a whole 
lot easier if someone could r eally explain to me in 
a 'Nay that wo uld convince me as t o the r ehsons why 
we ere even doing that . I feel we're going to do that , 
but I 'm quite unclear in my own mind as to the r ea
sons why .ve are, even in advance of the development 
of a ny situation, inaugur a ting an exchange control 
and exchange l i censing system . 

I don't understand tha t it is proposed to do it in 
advance of a situation that might require it. 

~xcept, vs Mr. H~nes has sai d , we ' ve got to go into 
that ful l committee tomorrow end they ' re expecting 
definite r ecommendations . 
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# 01' _ ... ~.~ 

As I understood it, it wns thought that the 
situa~ion requiring some action might develop 
so fest that there would not be time to carefully 
consider and prepare the proper Orders and document~ 
to put tne system into effect , and that it was 
tnougnt tnat the matter ought to be considered in 
advance, thought out carefully, the steps tnat might 
be necessary t o be taken prepared in advance, so 
when the moment arrived it could be done without 
delay . 

u1te. 

I take it one of the functions 
is to agree upon a time-table . 
oas yet been agreed upon. 

of the sub- committee 
I don' t think any 

~ou mean it is the function of this committee to 
decide wha t are the things that might be considered 
as re~u1ring such ac t i on . 

ies . 

Isn't that your (~e1 s ) question? 

hs I understand it, that's what the main committee 
would expect of us t omorrow. 

As I understand, Ur. Fels, you were r a ising the 
!lues tion wbetner, assuming a state o f wa r in l:.urope, ••• 

'lbat' s rigbt. 

•• • it is necessary or desirnbl e for us to make any 
cbange in the pr esent excbange s.ystem. 

That's one way of stating it. I was r ather going 
a l ong with the general sense tnat it was deemed 
necessary to institute a t least some t ore of licensing 
system. But I Just r epeat, I would feel more essured 
in my action if someone explained to me why . 

Tha t might be true, ~ootor , but past experience has 
proven that when the thing starts to changing, it is 
ap t to change rather pr eci pita tely end drastically, 
and it' s too l e te t ben to t hink out your problem. 

Oh, quite. There ' s no - •.\'lth your explanation of 
why Or ders ere prepured in advance l nave no quarrel . 
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I am r aising a separate 4ues tion . As f ar as I 
remember , un til we got into the l ast .,.nr ·ce d i d not 
inaugura t e a ny system 01 exchange contr ol . is that 
correct or not? 

Is t hat correct, Dan? I think tha t ' s right. 

I think it i s . I ' d have t o check. But I don ' t 
tnin.< thct "e had t> ny control whatever over the 
LxcnGnges untU a ftet" the declar a tion of wa t" - until 
sooetlme &fter . 

't es . No"' , l hn t co:nmi t tee tomorr ow 

,•,e_ did close thE: StocK t.xchenge, I believe . 

"ho would have tbe info rmation here in tb e Treasury'! 
~ight be nell to get some background on that , get 
stl'rted right t.Wr.> . 

1 r eally don ' t know . !'t·obabl) be in the old 
Secretary 1 s file s . I 1 11 look after it . 

I' m s ure , J ohn, if you may permit the suggestion, 
if you just got the report of t he Secretary of ~he 
'J.'r easury for that year , 1 think you could 

There might be somebody in the bank 

Ar . Glasser said be could get i t. 

I can f ind it. 

••ould you do t bo t 'f 1 think we ougbt t o bove some 
bBckground on what wcs done the last ti~e, to give 
us some - sort of guide us on wha t happens here this 
time. 

The S t ock ""Xchange wos closed, 'Nas 1t not , ln 1914 . 

I t ake i t t here ' S a nother set of Orders having t o do 
with tha t subJect somewhere . 

'J.uey were ove r in t h e S. F.. C. , hunting t on. 1 1m sure 
the S . E. C. was wl th us wllen we went to tne 

I s ugges t at a ce!"te in stage we ought to ne ve en 
S. E. C. man on thls committee. 

.. 

Regraded Unclassified



danes : 

Fe iS : 

Cairns: 

Hanes: 

bell : 

danes: 

~>ell : 

Hanes : 

!.;a irns : 

danes : 

Townsend : 

H&nes : 

-17-

You suggest what?· 

ht a certain stage we ought t o have an S. E. C. man 
on this committee. 

"e have in tbe past. I 1 a1 told ~·ranA was her e a t 
those meet ings, and t hat Uougla s was here at one 
stage. 

I ta l ked t o Leon Henderson t his mor ning . Frank 
is away and he's acting Chairman in Frank's absence, 
and he ' s coming over to have lunch with me today; and 
1 though t I ' d run over t heir part of this situation, 
such part a s t hey a r e directly interested in, with 
the permissi on of thi s commit tee . An~ so f ar as 1 1 m 
concer ned, I think tha t we a~ight well invite thea~ to 
come and sit wi th us and talk t his t hing over before 
Re go back t o the coca~i ttee w1 th the final r ecommenda
U on. 

ar. H&nes, you remember that it was suggested a t this 
f i r s t mee ting teat Commer ce and Exchan&e vommission 
be cul led in l a ter . I think the uepartment of ngri
cultur e was overlooked . • hey 're vitally interested 
in the commodity excnanges , und if you do anything to 
stock exchanges, you certa i nly would ~ant t o do or 
t ake some11hat sialilar action with r espect t o the coal
modi ty excnanges . 

~h&t 's right . hod t acy •ere in the f irst •••• 

lhey wer~ in the fi r st meeting l ast spring . 

Tney wer e a t t he meeting a t the Whi te douse; • 
remember <>ecret a ry 'Nalloce was there. 

I unders t and frank took the position tha t his 
Commission NaS without authority to close the 
exchanges; t hey had moral per suasion to utilize , 
and if the ~caance said, •we want to close," t he 
'-omJ:Iission .1ould say , •Fine . " 

I think they can close the l:.Xchange with an Or der 
f r om the Pr esident. 

Tbe Lxcnange can be closed f or ninety days. 

The Pr esi dent - and the Order is dra·RD - t he 
Pr esident - I 've forgotten b~w that Or der was 

.. 
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drawn; it was dr awn in a very mild manner , suggesting 
to the hxchange that tney close; not that it was 
ordered to close, but suggesting that they close . 

• he s t a tute gives them aut hority to close it for 
not exceeding ninety days, arbitrarily. 

Well, I thl~ ~airns is r eferring to our conversation 
with Kr chie Lochhead . 

Yes . 

That ~·as nis recollection of Frank 's statement. "ut 
I •ve been just the last few minutes going over the 
meetir~ we had here in hprll, and I haven ' t finished 
it yet, but I - what I get from Frank is that we do 
nave the authority. de sa id in one place1 •we can 
play i t like a piano," and 1 t ake it that s broad 
authority. 

1ney can close 1t for ten days without approval of 
the President, and with a pproval of the ~resident 
they can close it for ninety days . 

I g ot the same impr ession. 

"ell , that' s what Archie stated, but •• • • 

1 take 1t here Frank t hinks be has authority to do 
most anytning . 

But there i s some idee t hat they want the exchange 
itself to do the closing , isn' t there, if necessary, 
or to work out some s cheme for keeping it in opera
tion? 

Oh yes , they made the t definitely cl ear a t this 
meeting, that t hey wanted t o do everything they could 
t o keep the exchanges open . 

~Y I talA a l oud a minute, 
cerely ask some questions? 
field . 

Johnny, Just again sin
This is in the Treasury 

I toke it thought's been given to the question of what 
'Hould h&ppen to , say , the value of the pound if we 
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instituted any f orm of exchange licensing and 
control . •oinking a l oud, nothing more, Just plain 
tt"dnking oloud , I take it that that means that the 
Briti~h Governoent, for example, through its agents, 
no l onger freely operates in t he exchange markets. 
lf that is so, isn•t lt relieved of all r esponsi
bilities under t he tripartite a rrangement? ~an tnat 
still be expected t o operate? ~ don't know. I Just 
r aise the ~uestion. 

Another way of ra ising the same question ••••• 

llouldn' t that, nerbert - rigbt tbere, in answer to 
that, wouldn't that be subJect to this more or less 
broad-~egulatory power of the Treasury; if we say, 
"Exchange transuctions by t be Bri tish st&bilization 
fund- licensed , " we'll say .••• 

•bat ' s t.le t hing I was going to s &:i next. Aouldn't 
:1e possibly have t o give some authority, even if 
vte • ••• 

Am I right "bout t hat? 

Cairns: ~es. 

Fe is: 

Cairns: 

thomas: 

I.Jl&sser : 

••• even if 1ve star t ea on tnot general t bing - sort 
of o blanket au thorizv t!on- I don't know- to the 
stabilization fund? 

Just as we did in tbe regulations of November, 19J4 , 
~hey sthtea - the Lxecutive Order pr ohibited exchange 
transactions in certain instances, and regula tions 
moti1fied the Lxecutive Urder by saying, •A license 
is hereby granted ." 

·•ell, 1C wnr starts and we don• t get into it, there 
ls some ques tion as to ~nether sterling exchange could 
be mu1ntained anywhere near its present level anyhow, 
regaruless - I mean assuming that the british will 
be b~ing oere . Of course, they'll have balances in 
gold tney can use for 4ulte a while, snd it may be 
that with some exchange control ~hich tney themselves 
~ould also impose, the exchange ~ght be nel d f a irly 
steady f or so~etime . 

They have already taken preliminary s teps to get 
control of the foreign securities that are owned by 
British nationals, and t hey would probably hNve five 
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to six billion dollar s of proper t y thut tney could 
lit.uidate . 

•nere is nothing, l t ake i t , in tnat Order, uunt lngton, 
nhich would ~:.ffect direct e>.change t r ansactions between 
the s t abilization f~d and tne Br itish. 

1.xcept by licensing . You could gi ve them a license. 

In terms it does . 

"eli , taose t rans;.ctions ha ve tt1e appr oval o f t he 
::>ecr eta. r y . 

'!hose trunsactions tu. ve the a .•prov&l of the Secretary, 
an\l could c ar ry right ·wi th the,;; , bS an a ttechlllcnt, 
1o l icense to c a rry ::m the pa r ticul a r tr< nssction covered 
ir. tht ~brce~ent. 

It' :te ::tt<rt~lY r-es too r e the executive Orde r of J~;nw.ry, 
1'1J4, 11e a r e not meeting t he potnt th::t the d r as tic 
~xecutlve J r Jer a ttempt s to re~ch; that is, to assist , 
f oreign governments in tn .. control wnicn t hey wont -
which tney may at tempt t o e xercise with r espec~o 
nmuricrun s ecurities nela by the ir n~tionals . ~t i s 
not cl ea. r i n my mind t o t•na. t extent •·e want to cooper s 
but the l.xecutive Or der - the drastic ~xecutive Order 
?er mi t s fUll cooper n tion . iha t 1 s a ~atter of very 
lligh policy a s to .vlllch I aa. ve no knollleage . 

On t na t , · v:nich is a ::lhtter of the utmost importance, 
very ~onfidentially within tlli s rooc, th~~e have been 
certrin Lmount o f pr ellminery conversations, es you 
(H~nes) know, left in an inconclusive stage , but one 
th.s t could be carr led for Nard . 

Kow , I cer tainl y believe , Lnd no·,. I 101 t hl ruting of 
our r ecoliiJnenda tions to t he C01nmi t tee tomorrow, that 
"~tt<ver r ecommendations are wade should clea rly 
separ a te any sucg ested action in the field of forei gn 
excnange licens ing Lnd control froQ any suggested 
action as regar ds r eporting on or o ealing with for
e i gn proper ty interest s in the United S t ates . You 
&e t t .. o diffe rent sets o f consider a tions , end I think 
tha t they can 4uite properly be separated, i n f ac t 
with 6ov1sabil1 ty be scpt.r e ted . 

But still s ticking t o the substance, leavin~ aside 
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the law - and, looking a t that first page, it is 
not quite clear to ~e that the question or r eporting 
on foreign property interests falls under the stat ute 
t hat i s cited there, but maybe it does; I don' t know; 
it's a point we'd have to look into - but ass~ it 
does , I feel the two tbings ought to be separated, 
and that certainly if tile r eason behind any action 
as r egards foreien pr operty in the United St ates i s 
to f acilitate the execution of an arrange~ent for 
the l i quidation of such pr operty, any acti on should 
await the course of discussion, whi ch could be very 
s peedily carried out- it1 s been substantially pre
pared - with other gover~ents. 

Tlaen I aigbt add th.is . Tbis is traveling - ~ 
reaarks are traveling on awfully far ground in a 
short tiae. Any d iscuss i ons with foreign govern-
ments nave only concerned security holdings that 
aight a ffect our security exchanges. Certain parts 
of this Order as drawn, inclusive of all property, 
including bank balances, t ouch t ha t witlaout prior 
discussion w1tla these gover~ents; and you are touch- ~ 
ing a complete central nerve center of t heir power 
i n the first ninety days of this war, if it co~es, 
to carry on; and when it was even most tentatively 
mentioned in these conversations , they ran right 
away from it. There is no understanding on that 
subject whatsoever . 

An interaed1ate step between the f irst t wo sugges
tions by you and t he s igning of tbis Executive Order 
would be an additional Executive Or der amending the 
19)4 Order so as t o eake all transactions in f oreign 
exchange subJect to license. 

I think tbat can be done, sir, without an Executive 
Order under the teras of the January ••• 

I think it can, probably. 

Yes. 

Tnen practically the only thing t his drastic Order 
does is to reach out and touch ell pr operty requir ed 
to be listed and located. I tbink that's tba aain 
difference between tlae other and this, isn't it? 
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That's correct. 

nnd of course, it was my understanding that it was 
only contemplated that this drastic vrder would be 
used as a last resort, •••• 

1 understand. 

••. if it became highly necessary to do it. 

I understand. 

What's your recommendati on? I like ebe recommenda
tion - r like the statement that you made a minute 
ago, Judge 'J.ownsend, about the simple approach at the 
outset of restoring the Order of January, 19J4i for 
a teaporary measure, and then proceed cautious y as 
we go along, find~ng what things are expedient or 
necessary to do; have tb.is other more drastic thing 
in the background that you could do if occasion 
demanded it. 

I t b.ink that 1 s the wiser course. 

You're assuming the outbr eak of hostilities . 

lluh? 

You ' re assuming the outbreak of hostilities. 

Exac t ly . 

Oh, I think all of t nis is predicated on that. I 
don't thi nk there is anything in the of fing that 
would suggest the necessity of doing anything unless 
tha t does happen. And if that happened, it i s only 
in the event tha t it began to disturb our internal 
affairs that it would be necessary to t ake ony action 
then. You' d have to hove a pretty close finger on the 
;>ulse, so as to not let it get away from you. 

That's what ' s worrying me, Jobnny . L wonder how 
this collllllittee can go there tomorrow and make 
specific recoJilJilendations as t o what should be done, 
and 1 1 m wondering • • •• 

Well, this is - here ls my thought of a way to 
a pproach this. You see, this other sub-couittee is 
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going to have a meeting at 2 : JJ this afternoon in 
tbe Secret ar.y of St a te ' s - I mean over a t t he St a te 
Dep~o rtment . 

derle 1 s o f f ice. 

berle' s office . 
let,' s call this , 
'J.o1msend Plan. 

~Y thought would be that we outline -
for lack o f a better term, the 

lie had one of t hose in the last o.;ongress. 

It was inevitable, Judge. 

better call it something else . 

It Mas inevitable, Judge, that t hat should come. 

lio kin to tllb t To.mseru, not even en in-lnw. 

'-'&ll it the Judge 'l'ollnsend Plan, n:>t the Doctor 
To'.Ynsen..t Plan. 

I noppon to know a good deal about your background . 
That ' s the rea~on I ~entioned that . 

llut let's set tnes e things down, ste,.ts one , t.~o , 

three, ::md say t o this committee this aft ernoon, 
"I n our Ju~gment , h~re ' s the f!rst t hing t hbt 1 s the 
minim~, and, as ~ course of procedure, nere 's the 
second end tnird ," going a l l t oe way to t he more 
dr asti c plan. 

I thiDA you could put 1t tn1s way: ••hen it is 
determined tha t any action is necessary , t aa t tne 
first s tep be t aken. I f t na t does not suffice , t ake 
t he second ste,tl . 

Hanes : Yes . 

Townsend : 

Henes : 

And if conditions get such ns require it, as a fina l 
ac t ion t ake the third s t ep . 1 t hink thEt 1 s a good 
way to sugges t it. :iou c~<u ' t say definitely when to 
ao tt . 

Does tha t appeal t o you os o possibl e course of 
proceJure , Herber t? 
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Yes and no. 

nell, let ' s get t he •no• fi~st . 

The "no" being that we ought to be better qualified 
here to indicate a Judgment as t o whicn of these 
tnings under the present circumst ances i s advisable, 
t han is that sub- committee. 

Thht NOS exactly my point in saying one, two, three, 
our number one being our recommendation of the 
immediate pr ocedure , number t wo in case of necessity, 
number three in case of necessity. There may be 
number t our, too. 

Yes, thore might be sti ll further action. 

Kaybe we' l l rind that none of tnese things have 
sufficed. ·le may have t o go a lot further than we 
have here. Wy thought is t hat Ne r ecommend this 
course - here it is - number one, that we do thus 
and so . 'fhen that CO<Illllittee, as 1 understand - the 
f unction of that committee is t o t ake the reco~nenda
t i ons of this committee end either accept them and 
put them befor e the main committee, or to r e jec t t hem 
and say, 11No , we don 1 t li:te them." 

No one knows yet, t he t hing is so fluid; I don ' t 
t hink this particulEr sub-committee was supposed 
t o hove inter media ry aut hority •••• 

You t hink t hey ,.ere just to coordinate the ef for t s 
ot the .... 

1her e were so many topics, it was i mpossible to work 
through the very l arge committee. ! t was a l iaison 
com•nittee - that's my understanding or it - r a ther 
thun on executive committee . 

Well, would you have objecti on t o our setting down 
t hese vari ous courses of procedure 1n the order in 
which we reco~end tna t action be taken, and let 
that be submitted t o tnat committee t his afternoon, 
and the recommendations accepted or, as the case may 
be, rejec t ed, if you like, and then bring before t he 
main committee tomorrow not only tnese suggestions 
one, two and thr ee, b ut the ac tual paper s outlining 
each s tep, and all the documents necessary? 
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That seems all right, but I should like to see the 
thing actually drafted and I should like to press 
further for my suggestion that the question or 
dealing Ytith foreign pr operty be separ a ted tro111 the 
question of dealing with control of foreign exchange . 

Tha t plan would separate it - that dealing wit h 
foreign pr operty. l'he listing of foreign property 
would be only in the !sst step. 

You see, we nave two steps here which would colll
pletel y cover the question of prohibition of foreign 
exchange except under licenses . lnat would c0111pletely 
cover tnat without touching this general Order. 1his 
general Order is framed in such u way that it would 
be both a substitute for these other two steps and 
an addi t1on t o them, and the ~<ddition t o t he111 consists 
of the control over f or eign credits and pr operty in 
this country. 

Yes, except, Herbert, I could imagine ~e might want 
to do something about f or ei gn pr operty before we 
went t o the lost step on exobange control. '•bat •s 
o l so conceivable . 

I doubt if that would be necessary . 

You've go t two wnole . .... Suppose, in accordance 
with wbat I tbin.c Glasser sai d - suppose we dld reach 
so111e sort of a rrangement witb one of these govern
ments , dealing with the ques tion of t he liquidating 
of their pr operty . <le might 11ant sooe such measure 
in the field of f oreign pr operty r eporting e ven 
t llough ••• • 

If you did, Doctor, a ll you would have to do would 
be to issue the Oraer. 

"<uite. 

And t he r egulations could be made such tha t you could 
go even t o the first step and the f oreign property 
regulations, or t he second step and the f oreign 
pr operty r egul a tions . 

That's right. That ' s all I was suggesting. 
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You see , tile last Or der would be merely a substitution 
for tile Or der noN in existence, plus the pr operty 
regulation. That ' s all it is . So you could take 
the foreign property regulation and t he first step 
or the property regula tion and the second step under 
the Oraer . 

Or you could go to the third step of foreign exchange 
regulat i ?n and s till do nothing about property 
r egula tion. Tnat•s .vnat I mean by separating the 
two topics . 

Correct . 

It's so it can be separated now. 

I nave 11 f eeling Ne may contuse this other committee 
this ufternoon and t ne whole committee tomorrow. I 
t hin& both comnittees wlll look t o this committee for 
~specific r ecoomendution •••. 

'rhnt ' s just whDt I pr opose . 

••• ln the event of nostllltles . 

Just exactly Nhat I pr opose . 

I feel we sbould agree on Just one plan, s uch as 
the Judge Townsenu Plan, the mere revocati on of ~~e 
November r egulations, couplea r. itn the sta t ement 
tnat i f clrcUJ!lstances develop 110icn we can ' t 
1m.,ro v1se or foresee, .•e ore prepared t o t&.ke more 
dr astic - 10e nave the power to t ake mor e drastic 
s t eps . 

lha t 1 s my unaers·tending of wnu t 14r . Hanes propooes 

ThLt ' s whet I propose, exactly . 

l feel we don't neea to go iut o t he oth~r steps . 

:.ell now, in o rder to crys t &llize tna t and get it 
down into the fewest possi ble GorJs and simplest 
terms, so tnat this can be explained quickly , Judge 
'l'oNnsend, 'lfOuld you just outline tnat pr ogram as tb.e 
thing you would recommend . 
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I don• t know whether I can state it ,yel l or not. 
I ' 11 try. 

Uoes thls contemplate some acti on on tbe outbreak 
of hostilities - Hill this recoiDIIIendati on conte~:~
plate some ac tion? 

As 1 under stand •• •. 

On that, personolly - I mean before the Judge 
begins - I in al l probability will be wllllng to 
go alon1J , but since even our most moderate r ecom
mendution me11ns a system of immediate licensing of 
all f o reign exchange transactions, I feel that 
before I could say conclusively that that was 
agreeable to the uepartment, I'd aant to speak to 
l.lr . Hull , 'Kno ls returning this afternoon. And I 
don't ~now, I repeat, that I ' m going to nave an 
easy time =aking clear to him why it is neces~ary. 

You understand the ~xecutive Order exempts three 
kinds of transactions . It exempts or dinary commer
cial transact i ons, travelers' funds, and legally 
enforceable obligations enter ed into prior to .larch 
~ . l9JJ. 

"hich makes it apply ..,r imarily to capital transfers; 
is that it? 

Yes. 

riell, certainly tnht makes an enor~:~ous difference . 

Oh, it makes a tremendous differ ence. lf I read -
suppose I read the oper ating l anguage • ••• 

llould you mind? 

••• so you know what Ne 1 r e discussing . 

I r eally bbte to take more time, but 

Tbls is important. 1'/e oug.1t to take ell the time 
that's necessary. 

I •m reuding Section 1 of the Executive ll rder of 
January 15 , 1934: ·~very transaction in foreign 
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exchanse, transfer of credit between any banking 
instituti on within the United St ates and any banking 
institution outside of the United btates, including 
any principal, agent, home office,·branch , or cor
resp~ndent outside of the unitea btates of 11 banking 
lnstit~tion within the United btates, and toe expor t 
o r withdrawal from tne Onited States of any currency 
or silver coin which is legsl tender 1n the vnited 
States by any pe.r son wltb!o the United btates, is 
hereby prohibited except under license therefor 
issued pursuant to this Lxecutive Order; provided, 
however, tnat, except as pt·ohibited under r egulati ons 
presct•ibed by the Secretary of the Tr easury 1 foreign 
exchange transactions and transfers of credit may be 
carried out without a license fo r (a) normal commer
cial or business r equirements, (b) reasonable travel
ing end other personal r equirement s, or (c) tbe ful
fillment of legally enforceable obligations incurred 
~rior to Yarcn 9 , l9JJ." 

lhat was the Order of 19) 4. 

Janu~ry 15, 1934. 

I agree that makes nine-tenths of the difference . 
No doubt about tbat. 

Can I - again t rying to make sure thnt we know what 
.ve ' re doing 1 suppose it's c flow of e xcbange this 
way , sup~ose some citi~en of & belligerent country 
wants to transfer his funds over here; will this 
license be - operate? 

For 6ny transfer ne will have to have a license, 
ns ! understand it. 

r s itould Judge from tne .Language it covers trans
actions botb ways. 

Oh yes, "transoctions .Ln f oreign exchange" works both 
wnys . 

nn ~merlcnn banking institution cannot engage t o 
receive and cannot r eceive funos transferred from 
abroad, except under license, unless they are for 
those sdmi tted purposes . 

Unlcs~ tna t foreigner were t r ansferring gold, he 
would necessarily have t o buy dollars, which would 
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" 'U t!. 

mean that somebody over here would have to sell 
him the dollars; so the other side of the trans
action woul d come ~Aer l icense. 

Oh, I think t ha t anotner ~ucstion - i n ' 34 did we 
have toe stabilization f und? Is tnere any necessity 
of mentioning toe fund in here? 

We had the stabiliza t ion fund a t the time t h i s 
J:xecut1ve Order was issued . It was issued on 
J anuary 15; I believe t he stabilization fund came 
into exis tence •••• 

January JO, fifteen days after . 

Tbat 1 s right. We didn ' t have it . The stabilizati on 
fund did not come into existence :.ntil the 31st. 

That ' s right. 

I'm wrong . 

Now, would we have to t ake uny explicit cognizance 

I don ' t tbink it would be advisable to recognize it 
explicitly. If any paper is necessary, it con be 
draft ed ~d Just kept in the Treasury ' s files . 

.. 

But durin& mos t of t he period t ha t ~xecutive Order 
was in force, t he stabil i za t ion f und was in operation. 

That' s right; that's right. 

What do you (Cairns) mean, a specific order t o allow 
the s tabilizati on fund t o opera te? 

:ius . 

That would be a Tr easury •••• 

~es . 'lhe Secr etary siens all orders, so tha t ' s an 
exempti on or a license •••• 

vf cour se, each paper can be r egarded as a license. 

Be no difficulty there . 

(A s wnmary of recommendations IY&S 

prepared, copy of which is attached, 
after wbicn d i scussion continued:) 
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There ia one .ore tbin& on which the tull co.aittee 
is expectinc an answer toaorrow. We read it yesterday 
at the tull couittee aeetin&. The co-ittee went 
over all tbe Orders to be issued under our neutrality 
proclamati on except Section 3, bavin& to do witb loans 
and credits, and when it oaae to tbat, it put it over 
until tllis co11.111ittee ab.ould nave bad time to a tud,y it 
and make a report to tbe full committee tomorrow. 
Now, tbe State Department bad prepared an Order on 
Section 3. I think the Treasury bas, too, altbougb. 
I'm not sure. Ia tbat correct? 

Do you (Glasser ) know it we bave? 

(Nods negatively) 

Not faailiar witb it. 

I aight put tbat before tb.e co1111ittee and see whether 
it tllinks it satisfactory . It's regulations concern
ing credits to belligerents. 

•section 3 ot tbe Joint resolution ot Congress 
approved Kay l , 1937, reads in part as follows: ••• • 

Should I read tbe wbole section? It's rather 
long . 

I ea. 

•section 3. (a) Whenever tbe President shall bave 
issued a proclaaation under the authority ot 
section 1 ot tbis Act, it sball thereafter be 
unlawful tor any parson within the United States 
to purchase, sell, or exchange bonds, securities, 
or other obligations ot tb.e government ot any 
belligerent state or ot any state wherein civil 
strife exists, named 1n such proclamation, or ot 
any political subdivision ot any such state, or ot 
a01 person actin& tor or on behalf ot tbe government 
of any such state, or ot any tacti on or asserted 
government within any such state wherein civil 
strife exists, or ot any person acting tor or on 
behalf ot any taction or asserted govera.ent within 
any sucb 1tate wherein civil str1te exists, iaaued 
attar the date ot such proclaaation, or to make 
any loan or extend a01 credi t to any such governaent, 

.. 
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political subdivision, faction, asserted govern
ment, or person, or to solicit or receive any 
contribution for any sucb covernaent, political 
subdivision, taction, asserted covernaent, or 
person: Proyided, Tbet it the President shall find 
that such action will serve to protect the coamer 
cial or other interests of the United States or its 
citizens, he may, in his discreti on, and to such 
extent aDd under such regulations as he may prescribe, 
except from the operation ot this section ordinary 
commercial credits and short-time obligations in 
aid of legal transactions aDd of a character· 
customarily used in normal peacetime commercial 
transactions.• 

Then the rest of the secti on is about solicitation 
ot funds tor medical aid, which we don't have to 
botber about. 

•(b) The provisions ot this section shall not 
apply to a renewal or adJustment of such indebted
ness as may exist on the date of the President's 
proclamation. 

•(c) Whoever shall violate the provisions of this 
section or ot any r egulati ons issued hereunder shall, 
upon conviction thereof, be tined not more than 
t so,ooo or iaprisoned t or not more than five years, 
or both. Should the violation be by a corporation, 
organization, or association, each ctticer or acent 
thereof participating in the violation may be liable 
to the penalty herein prescribed.• 

Then the Order. That finiahea the statute. 

•onder the provisions of this section aDd b:( virtue 
ot the power delegated to the Secretary of State by 
the President• a Proclamation of , , 
prohibiting the exportation of arms, aanun1t1on and 
implements of war t o and 

, to promulca te such rules end recula
tions not inconsistent with law as maybe necessary 
to carry out any ot the provisions of the Joint 
resolution of Congress approved May 1, 19)7, the 
Secretary of State announces that the President bas 
found that it will serve to protect the coamercial 
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and other interests or the United States and 
its citizens to except trom the operation or 
sect ion .3 of the Joint resolution or Congress 
appr oved Kay 1, 19.37, as made applicable to 

and 
by t be Pr esident • s Pr ocla.aati on aforesaid, 
or di nary commercial credits and short-time 
obligations 1n aid of legal transacti ons and 
ot a character customarily used in normal 
peace time commercial transactions, and tbey 
are therefore hereby excepted until further 
notice. • 

What i s tbat, a proposed Executive Or der? 

" 1 3 --

Tbat goes a l ong with tba rest of the r egulations . 

That•a Section .3 , is it, ot t he •••• 

That' s Section J , 

• •• ot t he pr oposed Neutrality Proclamation. 

It•s a drastic statute, isn' t it? 

.. 

Does it cover - it seems t o me that - they speak 
there of issue before the date of the proclamation •••• 

This is a regulation, and the purpose is to exempt -
is t o act under tbis pr oviso . 

In the terms of the s t atute and r egulation would 
it not permit transactions such as this? Well, t he 
ones I ' m thinking of would be covered by the Johnson 
Act a.nyway , so it's an i dle question. But tbat 
doesn't seem to cover t he ques tion or an old issue, 
let us say, of British securities purchased in 
~ngland by, say, an American bank and shipped over 
to the United States and resold within the United 
St ates - a.n old issue of securities. or course, 
they are covered by the Jobnson Act. 

Herbert, you're bringing up something that will 
turn t he Treasury's hair gray. The aore you study 
Section .3 - we bad t his special sub-committee -
the more tull of l oopholes - legal loopholes t he 
Section is. 
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Tnat looks as wide as a barn door . You have only 
tile Johnson Act standing in the way . 

That's full of boles; tile Johnson Act is tull ot 
loopholes. 

As t o United States agencies, particularly. 

Well •.•• 

Well, yes , I know tile otller boles; I know what 
tlley are . 

Take tile second sentence or this; I can juat take 
a minute. 

"Whenever tile President shall nave issued a 
proclamation under the authority of section l 
of this Act, it shall thereafter be unlawful t or 
any person ••• • -and then t lley added •within the 
United States •••• • Does that lllean you can Juat 
go to Canada and • • • • - I don • t know. .. 

Tbe Jollnson Act, as I see it, doesn ' t forbid the 
City of London to sell its obligations to tile 
United States if the City of London is not in 
default on any· debts to tile United States. 

Default on debts to the United States uovernaent. 

~bat ' s rigllt - to tile United States . ~o the ~ity 
ot London could sell its obligations •••• 

It also prohibits an Alllerican bank froiD buyina 
previously-issued securities , or an Alllerican bank 
from buying Britisll securities., •• 

You mean the Johnson Act? 

Yes. 

Yes, I think it does . 

Not past issues, not issues prior to the Act itaelt. 

Ob yes. 

I tb.ink the Treasury will have to be prepared, and 
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this isn't - t o set up iamediately a committee to 
deal with quest ions that will arise under thia 
Section J. 

Wall, is it your idea tnat we're going to nave to 
make a report; is tnis colllllli ttee going to bave to 
make a report back on this doc1111ent toliiOrrow? 

Yes - I thought my Job is to nand this over t o you, 
as chairman or this com111i ttee - as to whether 
tnis draft is •••• 

To 1111 non- legal lii1Dd it l ooks to me a s it that 
draft covers about all you can do under that 
Section J. 

Wall , this regulation nas as its purpose the taking 
advant age or tbet proviso wbich authorizes the 
Pr esident t o exempt these ordinsry comaercial 
transactions. Tnat•s its sole purpose. And tnat ' s 
the deci sion before the committee. 

Nothing as to tbe l egal form. 1'he legal t orm 1s 
perfect. It's tne question of the policy: Do you 
want t o except these transactions or not ? 

Tbat•s t he ques tion before the comm.ittee. 

How would tbat affect whatever we do under one, 
two, tnree and tour? 

Tbat' s wbat I was tninking about . 

Might be inconsist ent - certainly would be incon
a1atent with number one. 

Mo, it wouldn't be inconsis tent with number one; 
be inconsistent w1 th number t our. 

I don' t believe it's i nconsistent. I think it 
you still exempt them from the Neutrality Aot •• • • 

Not l egally inconsi stent. It may be the policy is. 

This would be the feature or permitting a l1beral1sa
tion of the r estraints and restricti ons; i t you didn' t 
have that restriction, then - it you didn' t have that 
exemption, then t he Secret ary might pass r egulations 
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permitting commercial transactions, but they'd 
be prevented by tnat Order. On the other band, if 
you permit that exemption, then the Secretary bas 
the power to either permit or not permit it. 

Quite. Unless you have tnat proYiso, it means, 
let1 e aey, . that every sale of cotton on a 90-day 
bill - no longer. See? 

Well, it isn't necessary to say anything in this 
Executive Order about the regulations of the 
Secretary. 

llo. 

If the Secretary took action under number two, 
which would revoke tbe Treasury regulations of 
November, 1934, it would be the same as this 
Order, wouldn' t it? 

Yes; they both exempt ordinary commercial trans
actions. 

That would be the same thing. ~o if you issue 
tbis, you jump from nothing to two on that one. 

llo, Danny. 

Yes, it would . 

No, because •••• -say that again; maybe~ didn' t 
near you ..... 

If you issue tbis one, you're complyi.ng wi.th number 
two on our recommendation. 

on, no . No, no. All this does - Section J itself 
flatly says: no loans or cr edits of any kind between 
the designated parties. 1bis Order would si.mply 
say: no, there still can be credits of an ordinary 
commercial character. That's all this says . Now, 
if there is no exchange control whatsoever, those 
payments are made. If you impose two, you could 
still make these loans, but you'd have to - the 
payment on them would have to be licensed. And so 
on down the list . And if you imposed further bans -
there's no conflict of law there. 

.. 
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I should imagine that tbe Securities and Excbange 
Commiss i on had studied tbis particular section 
and that we ought to have their view before we 
decide. 

On commercial transactions, coaaercial credits? 

On Section J {a) . 

This is limited to commercial credits by a govern
ment or politi cal - to a government or political 
subdivision thereof or a person actingupon behalf 
or tbat government or political subdivision tbereor; 
and I abould tllink the case that would arise would 
be the case or a purchasing agent for a belligerent 
government seeking to buy supplies wbicb are not 
~aunitions or war in tbe United St ates . Is that 
an ordinary co~~~Rercial transaction wllich would be 
peraitted - in other words, on wllich he'd be 
permitted to obtain sbort-term credit in the United 
States? 

Uid you say munitions or war? 

It it were not for munitions but for ordinary 
supplies. 

That's right. 

That's tbe case that you bave, as I see it, here. 

Tbat• s right, and this is within the Treasury 
field. As I say , if you pass tbis, tbe Treasur~ 
will bave to set up a collllllittee to a.nswer queries. 

Now, certainly in our thinking tbe wbole thinking 
was tbat by ordinary commercial transactions we mean 
only trade, not security transactions . 

I think that' s correct. 

That's been our thinking. And the Treasury would 
simply bandle tlla t work. 

Commercial transactions don't mean transactions in 
securities? 

.. 
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Ordinary commercial credits and short - time 
obligations in aid of legal transactions of a 
character customari ly used in normal peace- time 
transactions. Now, that doesn't mean tha t this 
is a normal peace- time transaction. It might be 
the purchase of several shiploads of wheat . 1hey 
would be permitted to use the credit devices 
ordinarily used in commercial transactions; t ha t 
is, an agent or the British Government would be 
permitted t o use those credits ordinarily available 
in commercial transactions . 

Like a 90-day bill. ~>nd that 'NBS the intent or the 
commit t ee of Congress that vassed Section J . l have 
ascer t ained tha t since by asking the committee, •How 
di d you come t o leave these many loopholes?• After 
talking wi th them, they said, •Well, t hat's wha t we -
that's the law we wanted ." 

Normal peace-time commercial t ransactions . 

But it would be within the Treasur y's power t o 
decide, or the Treasury's committee's power - ! 
think this ought to be an interdepartmental 
committee - to decide whether that exemption is 
limited t o trade loans or anything 1n any other 
field; and our thinking bas been right along that 
it would be l1m1 ted to trade - to commerce. 

Sale or merchandise and not securities. 

That's right. 

J ust on the race of it, it would l ook as if -
laying aside the J ohnson Law, it would look as if 
that permitted a bank here, ac ting as an agent 
for the British Government, to sell and distribute 
in this country british obligations, ~onsols and so 
on, issued prior to the issuance of the procl amation. 

Now you're not going to thi' particular exemption; 
now you're going right to the bulk of the text or 
Section J, which adm1ttedly i s full of loopholes. 
But on that we can do nothing. 

That's what I say. 

lie can do nothing on that. 

.. 
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Tbe boles are in Section J . 

Tbat ' s r1gbt. 

Tbat would be tbe function of tbe Executive Order -
to effectively block all tbose loopholes, and 
more •• • • • 

An Executive Order -you can't block tbose lo9pboles 
without a new Act of • •• • 

It anybody should have acy doubt tbat your construc
tion of that language makes it only applicable to 
trade in commodities, it can be so limited by tbe 
language of your regulation, because "tbe President 
may in bis discretion and to sucb extent •• • • - so 
be can only limit it to tbat extent if he wants it 
limited. 

Tbat 's sometbi.ng tbat ' s before us for decision. 

Well, yes, and it seemed tbe best w~q to do tbat is ,. 
to bave the President take advantage of tbis proViso 
and then when the Treasury gets out its necessary 
regulations admi .nistering that , limit it as you see 
fit. 

Tbe section doesn ' t say •Ttiis is permitted to 
finance ordinary couercial transactions,• it 
says it is "permitted to finance legal transactions• 
by the devices ordinarily used to finance regular 
commercial transactions. 

Correct. And says it quite deliberately. 

oVell, do you want to pass on that at this meeting? 
Do you want some time for study? 

Do you (Feis) want to outline the reasons for the 
issuance of tbis Executive Order? 

~rimarily the reasons are that to cut orr ordinary 
short-time credit would severely injure and interrupt 
much or our commerce; secondarily, that to go beyond 
this becomes an act of policy of not too friendly a 
cbaracter . It would only make it possible for 
people to handle ordinary commercial bills tor tbe 
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financing of goods in tbe United States . •nd 
thirdly, it was the intent of Congress as f a r as 
we can find out . 

I am inclined t o agree with your suggestion. I 
like this Or der the way it is . And, of course, 
1t will mean that we will bave to set up aacb1nery 
for administrative determination of the problems 
that will arise under it. 

You will have to set up machinery to handle the 
problems that will arise under Section 3 itself 
because of the loopholes, and secondly, the 
problems tbnt will arise under this exemption 
from Section 3. 

Yes , botb e.nds. 

Both ends of it. 

Of course, that ' s tied in quite closely with these 
f oreign exchange measures t ha t we laid out. It ' s 
the same machine. 

It' a the same machine, but if you try tog et one 
group of men to do that wor k, they •ll go off their 
heads in about four days •. 

What is your wish on this one? 

Well, I suggest t hat we approve the draft. 

All those ln favor • • •• 

Are you (~airns) ready t o give your i dea? 

I •m in favor of it. 

So am I. 

O.K. 

(Hods appr oval) 

All r ight. O.K. 

Then will you report it t o the full committee 
t omorrow? 
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We'll report it to tbe full committee . 

Eiuntington, you bring tbat along to tbe full 
committee tomorrow witb these otber recommendations, 
and we'll recommend the approval ot tbat Order. 

~es. 

Herbert, you probably want to take that with you 
tbis afternoon in case it does come up before this 
other committee. 

Yes. Well, I'll want Huntington to go with me, it 
it' s all rigbt with you. 

~es, absolutely. 

Would you take the precaution - as far a s I know, 
tbat's the only copy whicb we bave - would you take 
tbe precaution ot having one copy made somewhere? 

Yes, and I'll return tbia one to you personally. 

You can bave it photostated. 

I'm turning it over to tbe chairman of tbis 
committee. 

All right, gentlemen, if tbere is no f urther 
business we•ll stand ad journed. 
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RECOIOlEIIDATIOIIS WITH REGARD TO FOREIGII EXCHAIIGB 

In the absence or emergency of sucb 

extreme character as to require otherwi se, it 

is recommended: 

1 . On outbreak or hostilit ies, take 
no immediate action. 

2. If conditions require acti on, 
revoke Treasury regulati ons of 
November, 1934 . 

3. If conditions require further 
action, issue new Treasury regula
tions requiring all transactions 1n 
foreign exchange to be subJect to 
license . 

4. If conditions further require, 
issue the Executive Order prepared 
in April of 1939, or some modifica
tion thereof. 
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R~ YLASURES TO PROTECT VARIOUS 
r.lJJ\K1TS IN EVhliT OF W.I..R IN EUROPE 

~ugust 2) , 19)9. 
) : 00 p . a> . 

Present : 

Hllnes: 

t eis: 

Hanes : 

r'eis: 

IIanes: 

~r . Banes (presiding) 
llr . Bell 
lolr . Glasser 
l4r. Woodlief Thomas 
Mr. Car l rarry 
Mr . Leon Bemler son 
~r . Francis Gr een 
Mr . r'els 

"bile ..-e•re welting for Feis, ·• e might - bave you 
seen - might r ead this memorandum from ~r . Glasser 
here . • nts is action t oken by the united ~tates 
in the field of for e i gn exchange during tbe Grea t .. uar . 

•Tbe following r epresent s the action IVnich was 
taken by the Onited ~tates in tbe fi eld of foreign 
excna nge ond securi ty m" rkets during the Great l•ar: 

"1. Tbe New York Stock l..xcha.nge vol unt ar ily closed 
on J uly 31, 1914 . f,ttnough the sal es of l a rge blocs ' 
of stocKs 11er e thus halted , unofficia l trading 
be t 1veen 1nd1 vta ua ls on \tall ::i tree t sidewalks begvn 
af t er a few Neeks and continued until the ~took 
J:.xc!U!ng., was openeo on December 11 . The St ock 
uxchnnge di d no t close in April 1917 wben the 
United St &tes entered the •ar. 

"2 . ~be 1r evsury mode av&ilable to banks during 
the period nugus t t o Oct ober, 1914, a l arge amount 
of energency currency to t ak e care of a possible pbnlc 
aemand for currency." 

( r eis comes in) 

Sorry to be ls te . 

I .1as Just revaing tne s taps we t ook in t he l as t 
war , as r egards secu~iUes m&rkets . 

'-'ef ore we got in or a i't.;rwaros? 

lhe fi rst thing tha t happened - in 1914 tbe ~tock 
J.;.xchange · •A'&s closed . ihe Tr easury made available t o 
the banks be t ween Augus t and October , 1914, a l orge 
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amount of emergency currency to t ake care of 
vossible ~nlc uemanu f or currency . 

J ... 

"J . The Trevsury ctlled a conf erence of bankers 
ana business mt!n for tne ;,>urpose of r estoring tne 
f or e ijln tlXCOI'nge m:t r&:ets (&nd tnc commodity export 
trude) wnich h~d been disrup ted by t he outbreak o f 
.t& r . '1his confertnce udop tea resolutions nnd com
mi tt.ees ·::ere sot up to wo rk out t he best met.ns of 
solving taec j)robh.11 in coover~tion .;itn tn <O covtrn
r.tent . 

"4 . 'ihe "ecr~ t~ry ,Jf tne 'lrea sury ~nd ~ederal 
:iescrv.o h~ar-1 :.,>pr ovcJ L pl;.n fo r setting U? t: 
.;old :\md of ~ lJJ ~.ol:.i.lon; til" golu :.t:s c .:.nt.ributed 
'o) !Ju1..s :;.:~J tr..:st. co.J,>:.ni-.s tn.l tue f .ma •. &s Ldmin
! stt. r-c:.J. b:; u .!O.:ttitte~ .)t" Lrr..KE=rs in ~e.·; ior:t. J.h~ 
\!.; t :,bllsh::>ent uf t nls f<Jnd ls & .. ,aosed t o n· ve m.d 11 
SLl Ut l, ry e ffect o n excrwllbe ~>ltno;,gh t aere is no 
inl'->rma ti.:~ n r e<:.u ily ~ovuilablL t s to its oper' ttons . 

"5 . Jn :ie,:>t~m!:l,.r 7 1 1Jl7 , four .. ontn3 o.fter the 
vnitC.l <> t r.tc;; ent~r .. u ttl~ Wh !' tue Pr .. s ident, ~nder 
a utnori ~- of tne i.e t or Junl.! 15 , 1917, issued & 
;H·ocl L::IIl t.ion pl'vhibi tin~ the export& tion of coin, 
bullLm "n" ..:u r rency on li nd t-fttr• t rH? lJth ~f 
f:ieptember , 1'117 , excep t •mder Pr esidentia l r t &Ult.-
ti.ms. · 

11 J.ne 'o~.retls~ry .... ~ ·u rtoent i nitio tee. a s r- r i es o f 
nt;;ot i e ti >ns 'i tn f oreign countries for tne pur pose 
o f s t cbil i =ing t .• c exc.1r. ge r e. tes bet veen the "nlted 
:>tt-tes s.na t.e\..trt-.1 C~JWltr1ts . 

"o. • he un1t~u St~ tcs uovcr~ent ~eraitt~a , b) the 
use of its lo"ns tnJ crcJits , tnc s~.:p,>ort of trre 
excr1anges uf C.re&t brit&.;, n, ..;,m.d .. , Fra r.ce t :: ... [t.bly 
u,.on t!le United StGtes ~o xc.u.nge o .. r~ets Juring tue 
,>er i;:>d ••e ;vero: in ihl nr . Tne 'I r c&s<.lr y also tf'f ected 
t rrangements f or s tllbill~ lng th ~ f or eign Excnnnge r·~ t cs 
of a numb er of ntutrt. l countrit~s . 

"7. Ctpit>•l rs~ues Cornrnlttee was crt!l.l t eo ea r l>· in 
1'1ld to ;:>ass upon ,>1'-'P.:JSt. ls for the issuance of new 
aecuri tie> t,~ d~ t t r llint wll.,the:r or n;> t the l!ls u~nce 
->:' s uca zecur i tits NO~ coJmpb tible :.-1 th ~· ubllc inter est. 

•her~ ' s n? t ~. gr(;o t. Jot..l t v t ub t , is there·t 
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Henderson: Good summary, t hougn. Could we have copies or 
that? 

danes : dub? 

denderson: ~ould we have copies of that? 

Hanes: 

ulasser: 

danes : 

Glasser: 

danes: 

Tbouas : 

Ranes : 

'J.homas : 

Glasser: 

Ilanes: 

Dell: 

Ills sser: 

bell : 

Ilanes: 

Glasser : 

Ilanes : 

Yes . Have you (Glasser) got any copies there with 
you? 

I have some copies . 

~ill you give a copy to each one of these •••• 

Don't know whether I have enough. 

You can nave some more maae and sent t o them. 

hlso, a committee ln New York t hat Ben titrong ran had 
sometaing to do Nith limiting the use of credit on 
tne $t ock ~xchange. 

ile ' ll klave copies made. Glasser, you'll have copies ' 
made if you haven ' t got enoush copies. Just see how 
many ,qe 1 ve got here. ile want one , two - all you need 
is three. 

I' d like one r or the ~ederal rlQserve . 

Yes. 

Have you got thr ee there? 

~hat probably could be expanded a li ttle . 

Yes . 

It was done very nurr iedly and checked r ather 
4ulckly, Lnd we d idn ' t go over all the records. 
\'le might find something l a ter in 1 17 and early in 
118 that was skipped here . 

If we do supple•nent it, send that t o them. 

l have enough copi es . 

All r ight . Just give each one of them one . 
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J.n1s meeting - I th'-'~JGht we ' d better in this 
meeting get ~r . nenJet·s.m to come over anci t alK 
with us about t he next step . 

,,e huve tois morninG concludeci the recommenua tions 
t o be maJe t o t he com.nittee in r egar d to f ore i gn 
exchange, Ntti c n a r e as f ol lows : 

11 In the t.bsence of emergency of such ex t reme 
CHH r " cter >.s t o rt!~ Ulre oth~r..,ise , it i s recom
menced : 

"1 . On outbre&~ of nost111t1es, t 6ke 
n~ l~~ciate a c tion . 

" 4 . If conditions require ac tion, r e voke 
Trensury r egul6 tions of :!ove:nbcr, 1934 . 

"3 . l f c.:>nd ttions r e-.uirc f urther oct1~n, 
issue nc .. 1 r eLSW"> r egula tions re"uir ing 
a ll tr&n~octivns in foreign ~xcht.nge to 
be s ubjec t to license . 

"4 · If conuHions furt11er re~uire, issue the 
e xecutlVC Jr~er prept.rea in Rpril of 
19.3} , or some ua;>uificto t i on ther~:of . 11 

• nt.t Orie:- tm. t n. s ,>r c,>:. r <Jil in A~ril 1n9 outlined 
tue ~'-'>.i.J..cu Pvllo r .ua,..,!r t. u., ~•., tuLe tru. t tne Yr e::i
.,Jent .;o.Jlu l it.Vt in tny tc}:.1Cr6cncy . 'lnat's right, 
isn't it, uu~6~? 

• ot. t 1 s rigrtt - ov .. r f " r<Ji(;n excru.nge . 

vver fore~n .:xcn~nge . 

No11 , s ubjec t to <ti scu::s t on nt r e tnis r. fte rno~n 
L S t o •m t s t e;>s Ne 1 ll tLke · n the sec..arities 
m~ rkets outside of t h11 f' .; t·eJ.gn exch~nge ... . 

I thi n.'< yot. (rep,rte l') needn ' t meke ~< copy of 
t 11ts, bec .. u se ,,e •ve t. lre~dy got tne r ecoru of t ttls . 
I 1 l:l just golng to r clid .:.r . l- r unk ' S l 8tter so&~ t o 
bring evor;;boa:; u,> to dut c N1 th the las t meeting . 
I think I 1d bettor just r.;ud this me:oore.nou:n, .. tt icn 
is fr oo ~he uecurith .s 'ml t:.xcttange ~om'llission . 
-'nis r eHdS ll!l follO•IS ! 
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"We are of t ne opinion tha t it would be desirabl e , 
both f rom t he point of view of public psychology 
nnd of the end tbot our investors may be provided 
with u continuous market for the purchase and sal e 
of securities, that our markets should remnin open 
a t a ll times . Bo~ever , conditions over which there 
muy be no control may so demor alize those markets 
as seriously to jeopardi~e the interests or our 
investors and unduly affect t he public psychology. 
It is therefore our view tha t a l l possible measures 
s hould be taken 1n aavance of bn outbreak of wa r t o 
control t hose detr imental influences and t hat o 
close wa tch should be kept for the appearance of 
uncontrollable factors indicating t he advisabi lity 
or taking measur es toNard the closing of the marke t 
in order to ward off t he effect or panic conditions . 

"'lie understand that negotia tions nave been instituted 
in an effort to obtain assurances f r om the member 
governments of the Tripartite thet American securiti es 
as well as ot her interests and properties in Americ& , 
~wned by nati onals of t hose governments , will be 
taken over and held and will not be sold on our 
murkets wi t hout pr ior consultation wi t h our Govern
ment . I t obtv i ned1 these measures should go f or 
toward pr eventi ng undue selling pressure in our 
mHrkets . 

•we respectfully suggest, however,tbat the terms 
of the agreement sought should be widened to the 
extent or obtaining guaranties thst 1n the event 
of the outbreak or war these countries will place 
upon their nati onals ~ prohibition against selling 
of American securiti es in hmerican markets in the 
absence or &n express permission issued ufter con
sultation with our Go vernment . This sugges tion is 
advanced in an a t t empt to prevents speculative 
r a id upon our markets through the empl oyment or 
the device or shor t selling, the use or which 
would no t be for es t alled by the assurances presen~~.r .. _. 
helJ or wnich heve been d iscussed wito the Dri tish 
~overnoent ana are being sought from t ne other 
meiDbers or the Tr i partite. 

"ne propose to make arrangements between this 
Commission and the governing offi cials of our 
national security exchanges , particularly the 
New Yo r k exchanges , est&blishing a complete system 

.. 
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of minute- t o-minute observa tlon of f 11 ct ors 
entering the market and of current interchange 
of information in hand. lhus 1t w"ill be possible 
to detect the point of danger a t which selling 
orders in nature and extent so predominate over 
buyi ng orders as t o presage a demoralization ot 
the price structure and re~tant panic conditions . 

"Should this point arrive , it is our considered 
opinion, as expressed in the memorandum of April 
12 , 1939, that steps should be t aken t o close our 
national s ecurities exchanges and t o obtain 
coopera tive measures from organizati ons of brokers 
and dealers in the over-the-counter market. l here
af t er every effort should be made to r eopen those 
marke t s a t the earliest possi ble time and under 
such restrictions and s upervisi on as may seem 
necessary or desirable . 

•The suggestion b&s been made tha t even if matters 
r each a serious panic stage, rather than t o t ake 
t he immedi a te course of cl osing tae market s t hey 
shoul d be permitted t o remain open, even in the 
f ace of such panic conditions , under some t ype of 
restrictive limitations. With t his view we cannot 
agree , and in this connec tion reference is again 
made t o the memor andum of April 12, 19J9 . As 
already pointed out, our Collllllission is fully pre
pa r ed, once the approva l of the Pres i dent is 
obta i ned , t o issue orders cl osing our exchanges 
within a s pace of a few minutes , if t ha t becomes 
necessary. 

"(Interpolation by Frank: ) I might add t b· t the 
papers tha t Ne have prepared have been examined by 
the Attorney Genera l and he approves of t lleir f'or11. 

•we reiterate, however, tba t every endeavor should 
be made to keep our murkets open and available if 
that can possibly be done consis t ently wi t h t he 
best inte r ests of the holders of the securities o f 
our bmerican enterprises , as Mel 1 as potentia l 
investor s in those enterprises .• 

Then trank goes on to say - be says, "I aigat say 
tQat tbe one novel idea suggested here was developed 
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since our last conterenoe here, and that was 
that eYen it tae securities held by nationals or 
foreign countries wer e tully taken over by those 
respective countries, tbere would be tbe possi
bility or short sellin&, wbica aigat be very 
serioua; and we suggest that t be possibility or 
precluding that k1lld or eventuality should be 
considered . • 

Now, attar that aeeting - I b&Yen•t refreshed a7 
memory as to t be rest ot tbis discussion; I was 
bereL as I recall. Danny, wbat happened next? 
Tae ~omaission want back and drafted up the 
necessar y papers and we brought them all over to 
the Pr esident and be approYed taea at that after
noon meeting, and those papers oqbt to be in your 
possession oYer 1n tbe •••• 

Henderson: We have thea. 

Banes: You have taea. Well now, have you got aey thoughts 
of aey !urtber step that we ought to take at tbis 
tille in tbe matter - on these recommendations? 

Henderson: We have a further recommendation, sort of ancillar y 
to this . Since the April meeting, tbe Maloney Act 
bas gone into torce and tbere bas been created -
what is it, a • • •• 

Green: Rational Associati on o! Security Dealers. 

Henderson: ••• Rational Association ot Security Uealers, 
representin& a substantial porti on or t ile oYer
tile-counter dealers. 

Green: All tbe illportant houses. 

Hender son: And tbat Associetion is setting its organizati on 
well under way and we are drafting tor t be President 
a telegraa aillilar to the one wbica was su!sested 
for the COIIlllodity excbanges, lnrtting their 
cooperation in r et'usel t o make security transac
tions durin& tae pe.riod in wbica tbe national 
exchanges are closed . 

Bell: Is t bat tae only control you &ave oYer t baa -
is one or cooperation? 

.. 
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Henderson: Yes, but the - but that is a pretty significant 
one, in view of the eagerness of some of the aea
bers to make a success out of that Association. 
It would give you sometaing better than was bad 
in 1914 in that seven-aonths period when there was 
bootlec tradinc . 

Hanes: It•s coing to be an awfully aard Job to stop 
tbe so-called •cutter• aarket in any event. If 
people aave to sell things, they bave to raise 
aoney, they'll go to the cutter market and do it, 
I imagine. But this i s undoubtedly • • • • 

Henderson: But wouldn't it aean that only small blocs could 
be exchanged? 

Banes: Ob yes, you 1re in a auch better condition than 
you were before, with this Association, I should 
think - auch better. 

Henderson: I ' d like at sometiae to cet up-to-date on what that 
fourtb point is, and tbe u ximum powers over .,. 
exchange, and I expect I could do tbat sometime 
running through tile •• , • 

Banes: I taink tae best - I think tile best way to do tbat 
A'Ould be to get Huntington Cairns to read you this 
Executive Order, whicb states - taat's - what was 
taat - t hc t was under Section 191? 

Townsend: Trading-witb-tbe-Ene~ Act, as amended by tbe Act 
of 19)), 

Bell: By tae Banking Act. 

Townsend: Yes, by the ilank1ng Act. 

Henderson: By tbe Banking Act. 

Townsend: Tbe main t hinc added by this Executive Order to tile 
powers already possible under tbe Executive Order of 
' )4 is e listing and a reportinc so as to have located 
all alien-owned property in the United States, wherever 
1t can be located - complete reporting of all property 
bald by any person for an alien. 

Henderson: I presume tbe aeabers of tbe coamittee know that in 

.-~ 
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tbe Departaent of Coaaerce an atteapt ~a been 
aade t o find out wbicb companies in Aaerica, wbiob 
plants are owned by nationals of other countriea. 
1 don•t know bow f ar tbat's gotten, but certainly 
they bave made some attempt to find out, Just aa 
they undertake to know wbat the holdings or Aaarioana 
are abroad, - to know wbat is held here. We are 
expecting to present some of tba t material before 
tbe T.N.E. C. before the end of the year. 

Herbert, ~ve you any suggestions here tbat we oucbt 
to go any further? 

I 1 ve got a good aany observations. Tbe first obser
vation is t o again r eiterate ay understandinc that 
we are discussing Aaerican policy during a period 
or neut.rality in wbicb we are not at war. 

Rigbt. 

And not policy in wbicll we're at war . And tllat, 
therefore, before imposing measures of control, I 
tbink it is incumbent upon all of us to understand 
Just w~t the obJectives are tbat we're shootinc at. 
Witb tbat I return to our discussion tAis aorn1ng 
for a moment. or course, as soon as I got back and 
got talking witll Berle and be put up to me tlle quea
tion of what are we shooting at witll this most rigid 
exchange control, I couldn't tell bia, and I couldn't 
find out tllis aorn1.ng. But tben I explained to Ilia 
tbat we were not reco111111end1Dg that - tb.at our recom
mendations followed tbe otller Or der, and tbat acre 
or less clarified tbat. 

And ay second observation is again a reiteration of 
something I said t bis morning, tllat as far aa tile 
State Department was advised, there is - it knew 
notlling of developments in tbis field since the teo 
large meetings held in the office of the Secretary 
of the Treasury . And, though Berle was, I preauaa, 
in possession of t his exchange Order, it bad navar 
the subJect of discussion. And so on tbia, ainoa 
those two large aeetings, tbe Department baa never 
been advised of the furtber course of consideration 
as represented by the docuaent you bave Jus t read. 
I don't know w~t its date is. 

1:~t was April 15. You were present at t~t aaetinc . 
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This isn't a later thing you Juat read? 

This is April 15 . Your nama is on the list. 

,.. 3 ') l ,_ 

Then tbat questi on doesn't arise in this connection. 

The.n to go to the doc1111ent itsell, the first point 
I'd r aise is the one I raised that day, which I then 
had the opportunity or talking through with llr. Frank 
the aame day. You remember I, meaning to be halt
teasing, spoke about the •irrelevant parentheses. • 
Wall, that ' s still in there, on the first page - in 
which the shift is made trom the question or securi
ties to the questi on or other types or alien property. 
And I 1uggested that the colllllittee sight first con
lidar whether it has any purpose in dealln& wi th 
other types or aU.en property, particularly bank 
deposita and so on, at this time, and whether such 
action falls within tbe purview or S. B.C. , although 
that is secondary. And when I went over tbat with 
Mr. Fr ank, be said be had put it i .n merely tor formal-
ity, to square witb an earlier Treasury document ' 
wblob bed included it, but that his interest and the 
S.E.C.•s interest was wholly with the security aspects 
ot the question and that be would drop it, be bed no 
interest whatsoever in it. 

It il so important because it concerns the available 
liquid funds with which certain governaents would 
undoubted.ly count on financing their supplies or 
food , cotton, stutt like that, and to tie that UP 
1a te.nteaount al.Aost to coDdeaning tbea to defeat 
before the struggle has started. And I therefore 
laY that certainly any consideration giyen to it 
abould not be incidental to tbe question or the pro
tection or our security markets, tbat it is a wholly 
different question. Now, I don't know wbetber you 
went to dispose of that before I go on to otber 
pointe or not. Just as you think best . 

Well, I bad rather hoped we oould confine tbis 
diiCUIIion here to one which t.aediately concerns 
the Securities an~ hxcban&e Co..tssion, Which is 
tbe protection ot American investors, and ea I 
underataDd it, tbat's what we're directed- what 
tbeae Orders , for instance, that tbe President 
approved - wbat that was directed toward wes the 
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closing of the markets. I don ' t think it went 
any further than JWit the - I don• t know, .aybe 
I '• llistaken - I think your (Henderson) paper a 
jWit so to setting the President1 a approval on 
the te11porary closing of exchanges should panic 
conditions arise . 

How, that I don1 t - I see your (Feis) point. What 
you• re setting at is a matter of putting on auch 
claaping down, such res trictions on the move11ent of 
foreign assets, that they could not be - they ' d be 
unable to buy or sell. 

JWit again because it happens to be mentioned on 
the first page of the thing you read - that ' s the 
only r eason I brought it up. 

Henderson: Well, as I r ecall, and thia is very vague, in the 
considerations with t he British as to what they 
would do, they indicated that not only would they 
take steps to iapound the securities, but they 
would undertake to take over the other proper ty 
holdings . Wasn't that correct? 

Feis: Ho - I mean I hesitate a l ittle bit to discuss 
what happened. l'hey allowed a coaplete will ingness 
to cooperate with us in eTery way that we llight sug
gest as r egards 8D1 possible liquidati on of British 
securities oTer here. On anything else they coa
pletely ended diSCWiaion, and we dropped it. 

Henderson: il'ell, I•a glad to haTe that, Berb, because WJ' 
intor.ation on that did not coaae through the S.B.C. 
route and I evidently sot it wrons. 

Feis: 

Banes: 

Feia: 

Banes: 

How, have there been aDJ conversations with other 
me~abers of the Tripartite as t o what they would do? 

This intoraation I'm giTing you is Treasury intoraa
tion. 

That•s all right, we havan•t 10t any secrets here; 
let's set it all out in the open. 

Do you author ize •• •••• 

•o, that ' s all right. 
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The thing was done in a great hurry, and thro~~&h 
our man in Paris we made certain approaches to aome 
of the smaller members of the Tripartite - ~ memory 
is Bolland and Belgium, 

Switzerland . 

Maybe Switzerland - I've forgotten. They all 
immediately went into an excited funk. Our man 
didn't get, by virtue of the fact that he was told 
to act with extreme hurriedness - he couldn't get 
that quickly to the people be bad to see, and the 
thing Just lapsed at about there. 

lbere•s been no resumption? 

No, and that• s one of the iaportant tb.ings that 
we've got to discuss. The li"rench discussions, 
beyond also eliciting a general willingness to 
cooperate, reached no clear issue either. The 
British went farthest and reached the point -
you can almost call it agreement - where they 
said •Xes, • but all of this as regards the 
liquidation of securities and the protection of 
American s ecurities markets - limited to that. 

Henderson: Is there any information as to what intelligence 
the members of the Tripartite have about the 
holdings of their nationals in this country? bow 
complete 1s it? 

Banes: Their knowledge about their holdings? 

Henderson: Xes. 

Hanes: That•s one I can't answer. 

Feis: I'm aura the French don't know. 

Henderson: Do not know. 

FeilJ: No. 

Bell: About all kinds or properties, now? 

Henderson: No, securities. 

.. 
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Feiss The Swiss make it a point of not knowing. 

ijender son: In order to get business, I expect. 

Feis: Right . I think the English probably can give 
you more reliable e stimates more quickly tban any 
other by circular. But there again I get back to 
purpose. I take it our sole purpose is to see 
tbat our security markets and our general economic 
condition are not injured by an unnecessary collapse 
in the security markets. And I tbink you can probably 
count on botb .t.ngland and France anyway to work with 
you to tbat end. For one thing, if they ' re going to 
bave to liquidate t hese a t some time or other, tbey 
want to get the best possible price for them. I 
tbink you can count upon tbat. 

When you get to the small fellows, we may run into 
greater difficulty . 

Henderson: Well, bas anybody got an intelligent guess eve.n as 
to whether or not the small members of the Tripartite ~ 
would be likely to liquidate or, as some observers 
think, more l ikely would buy in our market? Has 
anybody made an intelligent guess on tbat? 

Hanes: I never beard of it. 

Feis: I ' ll bet the capital movement will be this way, and 
heavily tbis way. Now, wbetber it goes into secur
ities or not, I don't know. But foreign selling ia 
not going to wreck your American markets . It•s 
pe.rfect1y asinine. 

Henderson: I bave an inclination to agree witb you. 

Feis: Just ss obvious as the nose on your face. 

Henderson: I have an inclination to agree witb you. 

Hanes: My recollection is that their holdings - all foreign 
holdings of the v olatile issues of common stocks 
in this country don't amount to much over a billion 
and a half dollars. 

Henderson: Xes , but that represents as much as a full three 
months ' trading recently. 

.. 
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Banes: Well, I understand, but i t isn•t - I mean it isn't 
a tning tnat we ned to contend with at the last war. 

Henderson: Ne nad a long account ot 80118 etgnt or nine billion 
dollars , aaaybe. 

Feis: Isn' t it also true, Leon, as tar as tne records go, 
the f oreigners nave not - tor example, tne recorda 
coveri.ng the Municn crisis didn't snow tnet foreign
ers sold. 

Henderson: The peculiar thing ••• • 

Green: They were buying on balance on certain ot the worst 
days ot tne Municn crisis. 

Bellderson: But i t ' a a curious tning - 1n our recent rise 1n 
July tnere was very substantial selling soae deys. 

Glasser : 

Henderson: 

Fe is: 

Banes: 

Thomas: 

Feis: 

Bell: 

Banes: 

Bell: 

'l'nere was a persistent selling move~~~ent during tne 
past six weeks, past eignt weeks. It isn' t lar ge, 
but tnere 1 s been foreign selling. 

But it was selli ng on a strong market. 
weak market, in tne Municn crisis, many 
noted, there was buying. 

And on a 
days , as 

Tnere, Jonn - I•11 now wondering - is, of course, 
the great Treasury problea, 1f tnis coaes, to wnich 
all others are secondary, wnich is: suppose you set 
another tnree, tour, five billion dollars worth of 
gold . I mean there's tne problem. The tnings we ' re 
spending our tille on today are unimportant. But 
the problem of wnat you•ll do if you get another 
or five billion dollars worth of gold • ••• 

We •ve been tninking a little bit about t hat . 

You aay that's the illportant problem? 

Yes, sir. But wnat to do about it is - I haven't 

I tnink we tnought about it when it was down to 
twelve billion, and now it ' s up to • ••• 

Sixteen two. Got another t our billi on after we 
thought. 

Tnat • 8 risnt. 

. .. 

.. 
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Henderson: I haven' t noticed the difference. 

Feis: We 1re still thinking. 

Hanes: We're still think.ing. 

Henderson: But - yes , but as tar as the price level is con
cerned, it1 s had no effect at all. So there cer
tainly is something within the mechanism tor rendering 
it redundant. 

Hanes : Well, the main point of this discussion here this 
afternoon was to find out if there is anything, in 
the opinion or this committee, which we ought to 
recommend - ought to suggest to the S. E.C. that 
they do, or that the S. E. C. wants to suggest that 
we do, which would augment what has already been 
done, or is the situation - are you satisfied with 
it? 

Fe is: 

Banes: 

Henderson: 

Thomas: 

I 1d suggest that we might recommend that an 
extremely close watch be kept over the security , 
markets, the Orders necessary tor controlling them 
be all prepared, and that 1t at any time the S.E. C. 
and the Treasury together believed that such action 
is necessary, they'd call another meeting to con-
sult on the thing with a view of making a recommenda
tion to the President. 

That ' s practically what the S.E. C. themselves recom
mend. They say that "It. is therefore our view that 
all possible measures should be taken in advance or 
an outbreak or war to ·control those detrimental 
influences and that a close watch should be kept 
tor the appearance or uncontrollable factors indi
cating the advisability of taking measures toward 
the closing of the market i .n order to ward off the 
effect of panic conditions." 

In that connection, as far as close watch is con
cerned, I think that as tar as the New York exchanges 
are concerned we've got as rapid a check on unusual 
movements as could be expected. We maintain that, 
of course, as a current thing 1n order to detect 
Jiggles and manipulations or all kinds . 

You mean by a check, a check on information, or do 
you mean a check rein? 
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denderson: No , You might call it tape-reading, if you want 
some tera for it. And we have it 1n such a way that 
our people in the New York office can be into the 
brokerage otticea in a very, very abort tiae. 

Hanes: Well , you've also got a pretty close check on all 
the dealers in New York who are dealing abroad, 
so you know instantaneously of any movement either 
to or from this market. 

Green: We get the figures on f oreign buying and selling 
at the cl ose ot the market every day - in the New 
York offi ce between six and eight at night, and 
down here the next morning. 

Feis: Wllat would a typical day• s t .rading be during these 
days of recently quiet t rading, a typical day' a 
trading on foreign account? About bow many shares 
would be bought and sold? 

Banes: Have it in the tor• of balance in dollars. 

Green: We have it in shares and we have it in dollars. 

Banes: Oh, you have both. 

Green: I would say the balance will run from f ive thousand 
to ten thousand shares, one way or another. 

Feis: And voluae would be about how much? 

Bell: You mean 1n bow maey •••• 

Green: That ' s the balance, 

Henderson: Tbat•s the balance. 

Feis: Balance arising from a total ot fifty thousand 
snares or a hundred thousand shares? 

Green: Well, the average daily volume of trading is 
eight hundred thousand shares or thereabouts 
eight hundred thousand to nine hundred thousand. 
Total foreign participation, I •d guess, ten 
percent, 

Feisa Ten percent. 
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This , of course, is all subJect to immediate 
authoritative check. I can get those out in .... 
We 1 r e all so vague. I bad no i dea whether it was 
five percent or ten or forty percent. 

It's around ten percent. 

1 was trying to get tbe r ange . 

Wel l , is t bere anything else you want to suggest 
now? 

Yes. I a l so think then - now, whether this i s 
Just for this group or wbetber i t's for tbe Treasury 
alone or whether it's for the full co..tttee, I 
don' t know - I also t hink tbe time bas come wher e 
we ought to r esume discussion with, at any r ate, 
the British and French governments about this matter 
of arrangements bearing on the l i quidati on or thei.r 
securities in time of war. 

Well, as I recall, Herbert, tbe last t .ime we took 
this tbing up we got - I tbink we got messages from 
both Kennedy and Bu111tt. l'lould you take that up 
with tbem from your Department? 

fell, you'll have to give us the instructions . 
'Me• 11 gladly act as the 1ntermedia.ry. 

I wondered how that was done before . I remember 
seeing the cables that came through fro• 0 ullitt 
and Kennedy. 

I n t he case of the English, it simply means going 
a little bit further and asking tbem for information 
now as to whether they have developed the practical 
arrangement s necessary to carry these out. We've 
got that in pretty considerable detail. In t act , 
I now believe that the Treasury bas 1n its tiles 
certain papers from the British that pretty well 
give that n.ecessery detail. I think those would 
have t o be s tudied - those wil l have to be studied 
again and see what more we want, it anything. 

Dan, will you look up and see if we've got those? 

We•ve got more work to do with the French. And my 

.. 
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suggestion is to limit ourselves tor the moment 
to the French and the British, the belligerents, 
and get those 1n band betore we go on to the other 
tbree countr ies. 

Henderson: Has anybody got an intelligent guess as to which ot 
the three, Belgium, Bolland or Switzerland, bas the 
greates t amount ot American holdings? 

Feis : Holland. 

Henderson: Bolland. 

Feis1 (Nods yes) 

Bell: Is there acy suspicion that Bolland might •••• 

Fei s: They never sell, Leon. 

Henderson: What? 

Feis: The Dutch never sell; they just pile it up. 

Henderson: You can get rich t bat way. 

Thomas: Switzerland and Bolland on stocks and bonds are 
pretty clqse . 

Bell: 

Feis: 

Bell: 

Feisl 

Bell: 

Feis: 

Herbert , is there anJ suspicion that Bolland might 
be piling up some balances in this country tor 
Oeraany? 

Ob 1 I think you could ••• 

In which case there might be some selling. 

I think you can assume that both Holland and 
Switzerland represent - this is pure bunch - I 
suspect that the Dutch investment is primarily 
Dut ch investment, but that the Swiss investment 
is t or the Whole darn world, including Germany. 

So there might be some recall ot balances i .n 
case ot war. 

Well, I doubt that. Maybe. It's possible . • hat 
of it? 

Henderson: Jus t a payment in gold . 
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Feis: Bow are the Germans going to get the gold over 
there? 

Henderson: I seem t o nave beard of a plan or cash-and-carry, 
or move it down to the dock tor them and tell them 
to come and get it. 

'!:homes : 

Feis: 

The Dutch can take it over . Would they? 

I guess you're right. That's how they'd get it 
over there . 

Henderson: Sure. 

Thomas: ~uestion whether they'd want to take a chance • . 

Banes: Wel l , there are the two suggestions now. Is there 
anything more we've got to add to that? Dan, do 
you see anything further we ought to do in this 
matter? 

Bell: No, it seems to me the situation here is about the 
same as it was this morning, that there isn't any
thing ~hat you can do definitely. Kight be reody 
to take action on two or three fronts, but the first 
thing you•ve got to do is see what happens on the 
outbreak or war, and study the situation and see 
what s tep you take first. Kight be very aild; 
might do nothing, as we said - number one - this 
morning, or it might be very mild, as in number two. 
And Just what the Exchange Coaaissi on could do as a 
mild step as compared with a drastic one • •• • 

Feis: Yay I suggest this before I forget: that on tne 
seconcl thing I suggest that perhaps beyond indi
cating to the big committee that the question or 
liquidati on or securities is being studied, that 
this matter or discussion be kept as a matter within 
this group; because it will give rise to all sorts 
ot rumors that might afte~~ the outcome or the 
negotiation itself, it might start movements in t he 
securities markets, and all or that, it the knowledge 
ot these conversations were to become cenerally 
known. 

Henderson: I might say that we have taken a business-as-usual 
attitude and have played down any inquiries from the 
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press as to the effect on the A•erican markets. 

Banes : I notice in the .... 
Henderson: And I have not bad aey co11111unicati on from the 

Stoc.k £xcbange either, ao tbat evidently notb.iilg 
is aTailable 1n the way of illt'orution to tbe 
Exchange indicating any d i slocation; and I think 
usually you would have some indications of that. 

Banes : I notice in tbe last meeting bare tbe Secr etary 
called the attention of the members of this group 
to the f act tbat be bad been asked specifically 
by Helgium, Bolland and Switzerland - wasn't it, 
Danny? -

Bell: Ub- bub. 

Hanes: ••• t hat their name be not menti oned 1n aey connec
tion with this . They are terribly fearful that -
they didn't even want to talk to us about i t. 

Feis: 

Hanes: 

hxactly. When they saw Cochran, they almost climbed 
up to the r oof. 

Tbey didn't want - they were so afraid it would set 
back over there that they were havi ng discussions 
along t hi s l ine. So I Just caution you all to keep 
tbia under your bat. I know you-will. It isn't 
necessary. 

Well1 I don' t think there is anything moce unless 
someoody else bas sot something to add. 

Thomas: Did I understand from Mr . Frank's letter t hat it 
is the view of the Commission that idcase - if the 
exchanges - they would rather c l ose the Exchange 
than to impose restrictions on trading? Is it an 
alternative between complete closing or complete 
f r eedom, or is there some middle ground? 

Henderson: I f there were strained conditions, it is the 
opinion of the Commission that we ought to close 
with the idea of opening as soon as possible, and 
using the interim period for taking stock and for 
considering any proposals which wouldllmit fluctua
tion. 

Tbomas: Cl osing ••• 

.. 
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lhat difference was made by virtue of the fac t 
that somebody had suggested a restriction ot ten 
percent fluctuation in value per day, something of 
that kind, and the bxchange Commission, I think, 
was opposed to t hat. 

ihose plans look in general to me as if they were 
pretty good. I studied the matter last tall and 
again this spring. While I was not in attendance 
at these meetings, I knew something about them 
through ll.r . Golden'Neiser, who was here part a: the 
time; and I folloNed what was in the papers, and so 
forth. 

I studied the matter last fall and again this spring, 
and am myself persuaded that the real threat of a 
demoralized market over here is not from foreign 
selling, either tor long account or, for that matter, 
tor snor t account, although so far as short selling 
is concerned, it is anyboay 1 s pure guess. •he real 
threat, in ey opinion, aoes not come from tha t 
source; it comes from domestic selling . And domestic• 
selling I expect to be in very substantial volume, 
partly because on very weak days , over the last year 
or two, particularly when tnere Nas foreign news to 
sell on, the selling was frequently or that irra
tional character that you can ' t do anything obout. 
The customers simply won't listen to you. 

r'urtnermore, I believe that the disposition on the 
part of traders , including the semi-professional and 
the amateur , to run away at the first sign of danger 
is greater than it used to be in past years. 

bo that, whatever limitation on foreign selling may 
be in prospect through their mobilizing their secur
ities and holding them for a better market and so 
on, I consider the main problem to be a domesti c 
problem, and I think prep&retions should be made 
rather heavY selling from domestic sources. 

rrom the plan as outlined, it would seem t o me that 
the outcome will be a closing of the market, unless 
there are feature s tbat I do not know about . ll.y 
reason for feel ing that is that tnese things develop 
with extreme rapidity. In 1914, as recently as the 
day before - a s the night before they closed the 
market , there was sharp difference of opinion amongst 
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qualified people as to whether they should close 
or not; but before the opening the next day, after 
London bad closed, it was perfectly evident that 
there was an avalanche of selling orders, and they 
made the decision to close within a matter of a 
few moments before the opening . 

What I am suggesting is that the thing moves with 
such extreme rapidity that if war should break out 
tonight, you wouldn't have time to wait, of course, 
until tomorrow af ternoon to get the reports on the 
foreign selling. Nor , f or that matter, could you -
would you, I think, be able to get very much from 
the tape, because the first problem that arises 
would be on the floor when the governor in charge 
of a given post will be asked his permission to 
allow that stock - say Steel or Anaconda or whatever 
it is - to open at the following price. hccording 
to the general rules of the Committee on Floor 
Procedure, he must approve the opening price. Well , 
if it's two points, five, ten, or fifteen points 
below what it was last night, it would be that man's .. 
Judgment at that time to determine the question. 

I understand that the plans that have been made by 
the New York Stock Exchange are fairly comprehensive. 
Probably you know more about them than I do. But 
what t hey amount t o in princi ple is the establishment 
of control through, first, the Execut ive ~ommittee, 
which 1n time of crisis would be repr esented on the 
floor by one of the governors of the Exchange at 
every post or, since there aren ' t enough governors, 
perhaps some ex-governors, all of whom are ol d banda; 
they ' re cool heads , they' re seasoned. In addition 
to that, certain of the reporters who report the 
transactions so that they'll be put on the tape have 
been selected, with one cool bead to take the lead at 
each post. 

These governors have certain instructions which I 
do not understand in detail, but so far as I do 
understand them, the governor bas before he starts 
authority to permit that stock t o open, to permit 
sales to be made either on the opening or subse
quently a t a price not more than ten percent below 
last night's close. In some of their earlier dis
cussions I understand that the figure of five percent 
was discussed, but that in the end it was ten percent 
that they decided on. 
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In my opinion that is the one serious and probably 
fatal weakness of the scheme; for if it is within 
the authority of the individual governor t o let the 
price open at ten percent down or to let it go down 
ten percent before be calls a halt, that is, before 
be says, "No, there shan't be any trading in this 
stock at all because it can•t open at a reasonable 
price,• there is a risk tha t the domestic selling 
~hich I anticipate will in fact force the market 
down to the limit practically at the very opening, 
which is, if it takes place in t he market leaders 
or on any considerable scale - will itself t hrow 
a scare into the trading public , and you'll have 
~xactly the situation wblcb will call upon t he 
"ommission t o use its po .. e r s f or closing the 
Exchange. 

In my opinion, they shoul d take a leaf from the 
booiC that they wro te in 1914, whe.n the "-xchange 
opened in December after having been closed from 
the end of July. 1hey ought to put into effect 
now a rule that they put into effect then, and • 
in some such form as this: tha t so far as the very 
first day is conce rned, no official of the "'xchange 
shall be permitted to authorize any sale at a price 
below last night's clos e. 

That is a drastic rule . It would result in no 
trading in a grea t ma ny stocks. I do not t h ink 
it would result in no trading in all stocks, be
cause there a re some stocks whi ch would go up in 
consequence of tne war and t here are others which 
are l ess affec ted generally than some of the more 
volatile stocks. If t hey would supplement their 
present plan with a rule of that character, with 
the understanding that the committee in charge 
would do tomorrow or t he next day or the day after 
wbat the committee in charge in December did the 
second, third, or fourth day, as occasion offered, 
and change the limits - ror the first day, no sales 
below last night ' s close; then, on the basis of what 
is learned today, let it ba said that such and such 
stocks, two points down, others five points down, 
and so forth - that's merely following the pattern 
that was f ollowed in December, 1914. 

In my opi nion, the pr esent scheme needs to be 
supplemented by a rule which will put a floor under 
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tbe aarket for the very first day, or else tile 
set of conditions will arise perhaps at 10115 or 
10:20, or •ery soon in tbe I!'Orning, wbicb 11111 cdl 
upon tbe Comaission to use its powers to close tbe 
Exchange . 

Now, while I think that's the way it should be 
handled, I do not tllink tbat it would be particular!)' 
serious even if tbe Exchange were 1n fact closed at 
tile very outbreak of tile war, particularly if it 
were closed with the understanding and t ile expecta
tion that it would be opened as soon as possible; 
because I think as soon as it is closed, all or tbe 
experience gained in 1914 will be promptly reviewed, 
in so far as it hasn't been renewed already 1 and a 
scbeme sometbing like the one I now suggest will be 
presently set up. There will be no occasion for 
waiting a.nything like the period that tlley waited 
in 1914. illhat I am saying there ia tbat even though 
it should be necessary to close tbe hxchange, I would 
not look upon tbat as a particularly serious utter, 
because I think recovery would be tairl)' prompt. 

I do feel, however, most certainly, that tllere 
should either be drastic control or else a c losing 
ot tile Excbange to barter with tbe situation; and 
to have something short or drastic control seeaed to 
me likely to result first 1n a break that will 1n 
itself be halt way, at least, toward what you want 
to prevent, and second, in closing after all. 

Now, without anything like so mucb holler, without 
anything like so auch emphasis, I have expressed 
that view to Wr. Martin, not recently, but quite 
some time ago, when there was nothing at all in the 
oir. And he t old me tbat after ! bad broached the 
idea, he had taken the matter up again witll his own 
Board of Oovernors and tbey had decided to stand pat 
upon their present plan. daving gone as tar as that 
without aQJ sort of ott1cial direction, I felt that 
I bad gone as far as I ought to co, until this occa
sion orrered. 

1he securing of tbat kind 
reculations would have to 
a request, as a request. 
tbat action. 

or amendment to tbeir 
be more in the l'lll ture of 
There is no way to compel 
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It could be co~pelled by a certain interpretation 
ot the Exchange Act regardi.ng your powers to close 
the Exchange, which I bavo bad one or our lawyers 
look into to satisty -r curiosity. •he powers that 
you have to close t he hxchange With the per~ission 
of the President seem to ~e and Tom to go so tar 
that you could close it piece-meal ; you could say, 
"There sba.n1 t be any trading in any stocks that 
can' t sell within such and such a traction ot last 
night's close,• or •tbat can't sell at or above 
l ust night's close.• That would in tact • • • • 

~>ssuming that the power exists, which do you think 
would give the better results? 

In my opinion i t should be negotiated with the New 
York Stock Exchange as largel y a volunt ary matter. 

~eforehand or after temporary closing? 

It should, I think, be part or the plans that they 
have already made and have on i ce well in advance 
ot the occasion. 

You mean that the discussion With the Board or 
Governors should be taken up now or after •••• 

Tba t would be my idea • 

Do you think it would be better t o make a temporary 
c l osing and then negotiate? 

I have quite a sympatby with the view that the 
mar ket should be kept open it possible . In my 
opinion, it could be successtully kept open under 
the type of control which t hey have in mind plus 
this one element that they have used betore; other
wise, I think it would be necessary to close it. 
Again I would sa,y to sake the arr angement well 1n 
adva,nce . 

There is one tact or I'd like to bring out in con
nection with the discussion: tbtlt when the stock 
market was closed in 1914 they btld decided to keep 
it open, but 1t was only in t he last rew lli.nutes, as 
you say, that they decided to close it. *ell, the 
reason for i t was that the stock markets 1n hurope 
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had closed and the New York ~arket was the only 
ava i lable large market where people throughout the 
world could liquidate their securities; and they 
rushed into the New York market and the authorities 
understood that there were large selling orders which 
had co~e over from the Continent. 

Now, you can• t Judge the effect of fore i gn selling 
from looking at our market as i t is now, but you 
have t o take into account t he ot her available mar-
kets in the world . tio that you might get - even 
though normally only ten percent of the transactions 
are foreign transactions , if the ~uropean markets 
close or if the Kontreal markets close, you' ll get 
a concentration in New Xork of all the desire t o 
l i quidate throughout the world centered at one point. 
And if you bad fartial closings, say, of only cer tain 
securities, you d find that that drive for l i quidation, 
which may not be important looking at the situation 
as a wnole, but when it is concentrated will have 
very powerful effects - you'll find that it will 
shift from cert ain securi ties to other securities . • 
If you prohibit trading or you block trading in 
certain securities , then the remaining securities 
in which trading does take place will bear the whole 
brunt of the liquidation move~ent, because the l arge 
fortunes throughout the world have diver sified 
portfolios, and if they can• t liquidate some they'll 
liquidate those that th~ can. 

~o apply it to the situation, now, it would seem 
to me that it would be much better to close the 
Exchange and then watch the selling orders and 
reopen it, rather lhan have these parti al measures, 
which will - and you'll probably have to come to 
the extreme measure anyway, if this is the onl y 
market that's open, the only impor t ant market that's 
open. 

Hanes: lblnk of anything else? 

Henderson: No. 

Hanes: Anything else, Herbert? 

Feis: No, sir. 

Hanes: Your idea is that t omorrow we will Just simply say 
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th.is thing is well i .n hand; we'll not lll&ke any 
detailed report on that before the whole committee. 

Except as regards the exchanges. 

Close the exch~es, if necessary. 

1 think 1f llr. Bell or aey or the Treasury people 
t hat you want and myself could have a chance perhaps 
t omorrow morning t o review that correspondence we 
had with foreign governments , and see just where it 
stands, and s tart promptly these discussions again -
I 1d feel a l ittle bit more comfortable if we could 
tie this thing up a little more definitely. 

~anny , as soon &s you get that stuff out of the 
Secretary ' s tile, we 111 call Herbert and get him 
star ted on t he discussion With the foreigners. 

~o you want to do thet right now or wait until 
after t he meeting tomorrow? 

• o me tomorrow morning would be a good time. You' 11 
probably want a little time to get your papers 
together, and I want to get the cables - our cabl e 
record out and see just where it stands . 

Are you referring t o the cable t hat we received 
from the Bri tish Government ? Thet tile ot cables 
at that time - t hose papers - I t hink I heve those 
in Mr. Whi te• s offi ce. 

Give them to llr. Bell, and you and Mr. Bell and llr . 
Fe is and I will get together t omorrow morning. 

Kr. Secretary , before you close I'd like to bring 
up one other point which I believe was ••• • Have 
you fini shed with this discussion? 

I think so. 

At the meeting lest spring, as I unde.rstand, there 
was some discussi on as to acti on with regard to the 
Government security markets , and I 1 d simply li.ke t o 
res t ate what was done at t het time. 

I can give you that in a second. I 'll give you 
Just exactly what the Federal Reserve decided 
at thet time. 

.. 
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*ell, there's been a alight amendment 1n that 
wbicb I aigbt report. 

All ricbt, well, I whb :you would. 

~ou aigbt review the •• • 

':'ru . -

I•ll just review - tbis ia what Mr. Eccles seid. 
:.:bat 'ilas one of the questions we •ere considering: 
the condition of the Government bond market. 

• The Secretary was just asking us to report •ith 
reference to wha t the Reserve System would be 
prepared to do with reference to protecting the 
Government bond market, and I was just reporting 
that the members of t he Open Market Committee, the 
committee that has responsibi lity for the operations 
in the Government bond market, have been contacted 
either b:y telephone or in person; as a matter of 
fact, all but three were here; the Board and Mr. 
Harrtson and Ur . Leach were all here, and the other 
three members were contacted . And I reported to 
them these conferences and the purposes, and we 
~ot unanimous agreement - that is, the Executive 
~ommittee , which consists of five members of the 
full Committee and have direct charge of the policy 
in the interim between the meetings of the full 
Committee, were authorized to purchase, that is, 
increase the portfolio, up to an aaount of five 
hundred taillion . ~·bat, together with the hundred 
taillion wbich the Treasury have of Trust Funds, 
would make available that amount for the purpose 
of maintaining an orderly market. 

• The idea would certainlY be not to attempt in any 
way to peg the market or to protect the very sub
stantial profits that the investors and banka 
already bava as a r esult of their Government 
bond holdings. There would be no need for a.n:y 
selling of bonds in so far as pressure was con
cerned , because all of the banks, with practically 
no exception, have substantial excess reserves. In 
other words, what the7 lack is a place to put their 
funds, either investments or loa.ns. So that any 
selling would not be a result of credit pressure 
but would merely be from a desire on their part to 
cash 1n on appreci ations which they now have, with 
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the thought ot course, 11kely, that they would 
be able to buy in cheaper. And any market 
operation would bave to take that into account, 
of course. And the Committee bad the thought in 
mind that in attempting to operate in the market 
1t would certainly not be with tht~ idea of guaran
teeing .or letting them cash in on all the profits 
tbat they bave . 

"At the same time, it would be necessary to avoid 
a complete panic i n the market or to prevent the 
absence of a marke t . And I tbink that Kr. Harrison, 
the New York Dank being the agent tor t he Open 
Market Committee and carrying out operations under 
his direction, would be better able U anything 
needs to be sai d further with reference to the 
metter of handling the mkrket .~ 

Tbat was - they were prepar ed t o buy five hundred 
million dollars, and we were prepared t o buy e 
hundred million from the trust funds at that time. 

Henderson: Probably got more i n the trust funds now. 

Hanesr 

Dell: 

Hanes: 

Bell: 

Hanes: 

Bell: 

Hane.s: 

I don't know, Pr obably one fifty there, isn't there, 
Danny? 

"e've got more than that , as a matter of fact; but 
the Secretary at that time conteaplated redeeming 
some ot tbe special two percents in the ~ostal 
Savings and F. D. I . C. and investing them i n the 
market. We could go a little further t ba.n t ha t 
now: probably 200 milli on. 

J.s it stands now, it anything should happen 1D the 
market now, the agreelll8nt between ourselves a.nd 
the Federal Reserve t or the moment is fifty-fifty . 

l or this present decline . 

F'or the present situation. 

or course, that doesn ' t contemplate wer . 

No . 

Now, you wanted to add something? 

.. 
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In additi on to that possible action by the Open 
Market Co1111ittee, that is direct purchases of 
Governments, the Federal Aeserve Banks have also 
agreed on some general policy as to l ending to banks 
on Government securities to the extent to which any 
bank wants to borrow. It is not likely that they'll 
want to borrow. But the Boord has prepared and 
submitted to the Banks t he statement they want to 
issue a t that time , for psychological effect, which 
is - the s tatement as it is now being revised reads 
as f ollows: 

"A Statement t o t he press 't o be released by the 
Board of Governors only 1n event of outbreak of 
hosti l ities abr oad resulting 1n serious distur
bances ln the mar ket. 

"In view of the outbreak of hosti11ties i .n Europe, 
t he Board of Governors of the Federal Reserve 
System and the twel ve Federal Reserve Banks announce 
that the Federal Heserve Banks stand ready a t this 
t ime to make advances on United States Government ' 
obligations at par to all member and non-member 
banks at the discount r ates of the respective 
Federal Reserve Banks. The Federal Reserve banks 
ar e issuing statements informing the banks in their 
districts or this policy of the Federal Heserve 
System.• 

Now, that's pr obably more psychological than real, 
because it isn't likely that t hey ' ll have to borrow. 
But there has bee.n a questi on 1n the minds of banks 
as to whether t ney can borrow a t par on t hese Govern
ments which they hold, and this would be a defi ni te 
statement. 

I t's a general release to t he press saying tha t the 
banks can borrow e hundred cents on the dollar. 

Can borrow a t per. 

At par. 

At par on their holdings or Governments, at the 
discount r ate, which i s now one percent in New ~ork. 

As a matter of f act , they can do t hat now. 
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But thla is a reaaaurinC atat•ent; whether in oaaa 
the aarket went down abarply they could continue 
to do it ia soaetbiiiC the announc-nt atteota. 
That ' s the policy that 1 a been adopted. 

Anytbinc elae? All ri1ht. Well , thank you ever 
so auch. 
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Pro•id~nt 3r.~ he 3Uthori=ed thac t o rorm \L~dor G TroR!~Y subco~ittee 

ot tttn cabi ne t eo~~! tt ee f or ~ete~in&ti o~ o! C4rt3in ~~~c1el 
.~l!C1fp . ~~ St~~e ~}&T~~~nt ~~'r app~lnt•d- r~r•sent ~t!~e t~ zs1 
CG~t ~l~h t he 7r~~ry r~r!ftent~tt~ea ~~d P~eo i s asking the ?e~~ ral 
~t• :--.,. t.n.d J:.a .. Uce to ~a .,_ f ot:.r-way ~=tteee which t~e-y ~· 

JC:""'rt -.!.t!l ~!'C and Co:..::erce. !tnnea a~·~~ that Drqer A!JPQint s e-::e
c.ne !t"lo t.ho Feder .l :t~etrve. Dr"'J)er aalced 1~ h• wr..ntl!d t:z.x a 
! :'m1c!. . ..r.. . rat."'rr t!'-.e.'"l .,. ~oo.rC. a•e"1'1.Ct Md Ur. Ea.~• • said , "'fer . • 
·:-. F~~~r 'd:;,• '•"d hlc • hat. ~"t! S'trte DepArtn•nt hNl ~oiated. Fe1s 
:.r.d tl:o Trea•ur;r !:.ad appo1nt•d Danr.y !tll. DrAptr told !!ones he ::~1G)lt 

wle~ to t '\lk wi t.h P.Ansoae 1~ =~ew Tor!: r c . the r opreaent ative. Rllnea 
~ok~d th~ t t~e r~rt ~~~t~ttve be at h1• o~fieo the nex t mo~ninb a t ten 
a ' clocl<. l:r , Renee said a t the la•t - •we wM t tho l!oard t o be pos~ed 
~"' to tthb. t ts gc1:'l(; on i n c~"e ,.,. are cnlled ) '1 to e.ct q,uickl;t. 

Cl! 

:s!> 

• 
.. 
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...,.., 2}, 19}9 

!'M tollowt .. p-• .. , ta tile ...__...,.,. ottl• \o4-r a\ 
10115 A. 11 . - Jar'-"' J'ah or \1M st•'• n.par.._,, 1Joodllat 
ThoMe of \ba "ecl•ftl ,....,rn, ~ 'lowe.,.. ot hatloa, Mil Jell, 
Oaa\oo, 01••••• Cal ... , &114 n... of \he !I'~- \lila 'Mi .. 
tile Ja\.....,...,.\&1 a...suaa oa bohallc'a Coa\ro1, ote. 

1'ha to11owiQ~ ruca :'•\lou _.. 11Croe4 ..,oa \o 'M ..U \a 
tile IataM.partoo.ntal a...su .. ot \1M •1a 011 ~ aft
at \brae o 1olook1 

1. Oa out'"'* of hoaU11\l .. , t.lta ., t..41ata anlo11. 

2. Ir conc\1 U ona t'&Cluin ac\to11, r....oke ,..........,. "Pl .. 
'loDe of ..... -... 19}4. 

}• It 0011111\loD& raqlllra t'IIMher aoUo11, hw.a ,.., ~ 
rOCQlatlona roquirt.Q~ all trMaaoUou in forelllft •.-...r• 
\o lie ft'ltjeo\ \o llo.,••· 

4. It .-1\loaa tllr\ber raqlllra, hwue \1M Ex-tin 01-4er 
p,._..ecl la ...,..11 ot 19}9, or •• ...Ufloatloa \bet'oot. 

"'• o-tnoe fllrtMr .,p~o;ecl '1-Un 01-4er ~ 'lt7 \he S\a\a 
~' ua4er Soo\loa } of the w ... \ftll\7 ~. oaUtac fot' ooatro1 
ot ealo or '••lp .,..,_t o'ltllca\toae, .... 

J • • • "· 

' I I 
-;) J 

• 
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Wr. m n• 

l'objM\a UldW !"\a ... ant• 1a u. n.u ot r~ ,.......,. 
Doa'I'1Jir the O..a\ ,.... 

'!be t.u.iac aopnulft \be ..U• ns.ll_. ........ tile UldW 
:otate• 1a -. ruu ., ,_lilt ~ ... -nv • .-u ftri.tll • 
o.-\'fara 

1. TM ... Toft St.Mit I I I" ftl.a\uUT olMed • ~ )10 
1'114 • .U~ U. eelN ot 1Arp til.- ef __..- U.. bal.W, 
-rncw v.4111c be- laolt~ • w.u ~'"" dd-na 'lle.
aner • r.. -1ca ... ••U... •W u. S\oell ....._. .. .,_. 
• Dt Ill' u. '!be ' \otlr k e..._. did net o~ la l,prU 1'117 ..,_ 
\be OIJ1W Sta\ae .. -..- \he war. 

2. 'l'ba ~ Mde ... aUable \ o lab """la« t he per1M "-"" 
to Oe\elln', 1914, • 1-.. -' et a ~ ow: ~ to tan MN et 
• poNlble l*d• ..... ,.. _ •• ....,. 

'· !lie '*'--7 oall.M a_,. .. II of t I ta ... ~ ... -
f• \be pw; I I of J*"-1111 U. t-ip a I nl" _,... ( -s \M o
... 1- ..,.... -...) 111a1e -. ben dtaropW _. u. .. ...._. ot ..... 
Tid• 111hi ... ,. ...... 1eu- and ...t.tteea - en wp ta ..-

( 

~ t ( _.., 

-'\loa 1left- ot Ml'fU!! U. ,....,1• la lllpllaU.. 111tb \he c•••1 ... 

-'· 
'· ,.. I!Mft'-17 et \be,....., and ,...relit-- lloal'd ........ 

• p1a tw .. ~ oq • ..U ,... ot $100 atllt•a tM «eld - ooa\rt.
b11W b)' lab and \na\ .......,.Ua aad tbe ,_, ... ~111•..,.. b)' • 
.-!\ ... of 1 ' 1 a 1a ... 1'Mo fte ..ullllet u\ of t.bie ,_. 1a 

xes 1 n te.,...-. • Nl.11\A17 athft • • 1 .... •1"""""-. t.a 
.. w-tt. .... 117 a...U.ble •• to ita .,....u-. 

s. ea s.,.1 '11 1, 1'117, ,_ ..tM an.""' lllllW s~ 
...... \M - ~ ~ ......... rr'tt' ot \loa .t.a\ ., Jwa u. 
1917 ~ • ,. , ___ ..-blu.c \loa ....... ., Mia, 

'M!l]~- aal WI fO'- ... an.tr tile lDUI el Sapti 'tr1 1917, _,. 
.... ,. rr.et .. \W .,..al.a\t.e. 

.. 
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Ill'.~- 2 

1'be '!\-WJ t aput ' talt.l&W a ..n- et -..\l.aU... 
.t.\11 r~ -'ri" tw \!Ia ,..,_. .r e\alllll.alllc ,.,. ..,.....,. 
,..tM t.- Ule UldW 1'\1\11 _. -v.l •~• 

6. 1'be llalW S\1.,.. Ocwa \ P•••UW, 117 Ule - .r i\1 
~· &Jid ......... , .. ~ et u.. •• ' ,.. .r a ... , l'ln\ab, 
C&Md&, ,.._ _. Italy .... t.M llal ted 11\1\aa _.... .. IU?Iete 
cl'ol'1af t.t. pari .. W- lil,.. WZ'o 1'be '!\MIL) 1111 .tt.eW 
a.....aa-t.a rw o\abllbi.. t.M ,.,..tea n .. ,.. ,.. ... et a ..... 
• , _, .. 1 -•rt••· 

7. Ceplt.al I-• C~"-e ._. _ _. III')T lil 19111 t.o .... 

, ! ;I _..., .., 

.,_ puc;tttl8 t .. \be ia I of_. -.rl\lM M ... '" -.u.r 

.. ""' u-. l .r ,..., Mnrtu .. - _,.ullla •tt~ pabUa 
ldaii'N\. 

• 

.. 
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!he tollowlal , .,._ M\ la ._ '""ta.7'• ottl• W. a\ 
10115 A. 11. - ln\en ?ell ot \be Sta\e Depar._,, WeMl&ot 
!Ito- ot \ bo 714eral R"*"'• ohwlc• 'foweea& et Ja eUoe, llllll Jell, 
Oaetoa, 01u-, Calrae, u4 a... or U.e tr...,- - \Ide w .. 
\be la\ftlper\Ma\&1 o.-lU11 oa ~ Oea\re1, •'-• 

!he te11ow1 .. ruaa 't\lo111 wre ......- -· \o 'IMt _.. w 
.-ratenep.,..•tal eo-tu .. or u.. •11 .. ~ _,_ 
a\ \hree o 'oloelrt 

1. 0. ... ,-.. or boe\111\111, ..... '--'la\1 eonloa. 

2. It ooll4tUoae ....,atre 110\loa, r....,..• treuuy "Pl~ 
\loae ot ..,.. ... 193~. 

)• It ooa4Uloae r..,..Sre tlanhor 1o0Uoa, hno ... fr-Uil"/ 
riC'IIla\loae re.-.lnac all traae110\loae la torolp ,....._. 
\o \1 .,.\Jeot \o llo•••· 

~. It o.,.4U&oa e hlr\b.r ....,atre, h..,. \he lx-Un OHar 
prepue4 t a Aprll ot 1939, or eoM RD41tl•Uoa u..r.t. 

Ill• o..att\oe........, appro•ICI s-un Orcler prlpU'I4-., the 1\a\o !loop....,, .... ,r S.OUoa ) ot \he . ... ,ralt" .lo\, oa111-. t or ooa\1'11 
ot WI ot tOHllll ..... ...... , olll lcaUOIII, 1\11• 

1. W. B. 

.. 
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C.t.liLI 

J'roa1 li&Dl<ero ~at Co. of X. Y. 
London Office 

Ilate1 .t.qu.et 2}, 19}9 

f5J}. lmWID l'OR SPOf DOLLU!S .t.:&I.!IP COliSIDIIIULY. .t.GUI 

OJW.'f Dtm CULH IlU.LiliG II JOIII.IJIDS. SLIOII'fLY 07J'l:l!ll) Uill6!1!0D 

Ill 91'0'1' JORIIUD P.t.Il!S. 

f 54}. 11HILS! POSSIBILITY IXISII'S HITLIR lilY IIAD Il!WI.t.TIC 

IIOVI LlSII' IIOIIE!III' PUBLIC OPiliiOII lll!llll!l IIABIIIJ:tliG SO 'lUll' 110 lUIM'IID 

COIIClSSIOIIS .t.PPE.\R POSSiliLR li'ROII DIIIOCRlOIIS. IIORI IIIII ~ tiP 

liO!H BJI:BJI: .t.IID IIWICI IIUliLY SPIOI.t.LIS'fS. Dec.t.S'fiLI.I.Ii:!: IIXPOR'fS COII'fROL 

IIICII'BD SIUULI .IJIOtlft Sftl!LIIG 'BSTUlli.Y llll'f IIO'l!IIIG 'fODA.Y, Bl 

'fOO CO»SIIIIJIS SITU.UIOII i'J'!'BJMUY SIRIOUS. 

• 
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P~ OJ' m.IXI!•M JIEOUfBD 

ft\OKt .Aitor1oan z.buo:r, London, EnglaB4 

DA'l'lt J.uguat 23, 1939, IS p.a, 

lo.t 1218 

RUBH 

P'OR TJIEA51JBY I'ROII But''l'I:RWOR!B. 

One. Lut enning attar tellrh~g b;r telephone with 

tho Seorotar:r ot tho TroaeiU'1, I i n.fol'lled Sir Fredor1ok 

Phill ipo 1D oollt1donoo that on J.uguot 30 8ooretar:r 

llorgentbau aight oa11 tro• Stookhola &114 not return to 

London tor tho purpo10 ot oooing Sir John 81aon, •• ha4 

bean planned proYioual;r. Sir J'roder1ok •aid that both 

he and the Chancellor would regret •1•e1ng Mr. Morgenth&u, 

but that 1D tho o1roumotanoe• the:r would UDderetand tho 

deo1rab111t;r ot an:r euoh deoie1on. Be YolUDtoero4 that 

ae tor their tinanoial outlook, tbaro wao no baoio change. 

Be oa1d "w• an Juot eitting tight and ooAQ.n'M on troa 

~ to ~· - th1e reterenoo to tba Britiah tu.A4o gold 

lo .... (tinal p~a.ph, telegru of J.uguat 22 lo, 1213 

troa z.bue:r). Should thoro b e a prolongation of tho 

or1e1e ataoophoro, we a&7 well at eoae g1Yen point be faced 

with the intention of tho Britloh to perait a drop in the 

pound, In the o1rouaetano .. 1t would be b.olptul 1f we 

could ban 1n adYanoo an:r thollghto :rou •a:r ban u to po .. ible 

alternat1no oour••• to follow. I wu uked b:r Sooretar:r 

.. 
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PA!W'RRAB& or 'l'ELIGIWl RECEIVED 

rROX: Alaerioan bbue;y, Parh, rranoe 

DAft: .llJ8Uit 23, 1.939, aidnil!bt. 

BO. r 1.&&2 

I'OR THJ: '1'JIE.l.8tiRX • 

' 

'1'h1e enning I -• tol.d b;y Paul. Re;ynaud that Vh1l.e 

the Br1tieh GoYernment had g1Yen h111 no definite etatement, 

he had muoh inforaat1on trom London ind1oating that new 

reetr1otione on the export of capital. trom Engl and woul.d be 

introduced al.aoet a t once , ~en tul.l. povere ebal.l baTe been 

reoeiYed b;y tba Britiab GoYernaent. 

Re;ynaud1 e Chef de Cabinet, PaYl.IVIIt1, tol.d u that 

in the immediate tuture the Britieh GoYernment had decided 

to deYalue the pound; tbe;y had not yet deoided the exact 

aaount of dnal.uat1on, but the rrenob bad b een intol'lled that 

it woul.d not be a great deal.. 

Re;ynaud tol.d ae that he did not intend to take e1a1l.ar 

aeaeuree at preeent, that he woul.d watch the run of eTente 

it war eboul.d oo11e. Shoul.d there be continuation ot the 

return ot gold to Franoe, or if there are onl;y ellght gol.d 

loasee, he voul.d continue to tr;y to oarr;y on hie e;yete• of 

a tree eoono111 ae at present. On tile other hand, eboul.d 

France etart l.oe1ng gold 1n l.arge quantit1 .. , he voul.d 

introduce r eetriotione at once. 

!here were h eay;y loeeee of gol.d toda;y by tile Britieh, 

vb1l.e eoae gol.d vu gained b;y tile Frenoh. 

BULLI'H. 

U :Ln 
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PAJIAJ'JIBASIII, ucno• mBD, 'fJ:LZQIW( •o. 11568 o~ .t.ucu~ 23, 
19:59, troa .t.aer1oan lilllbu17, Paril. 

We ware ~old ~ol'la7 b7 a rallable and well-1llfenad l'rllloh 

t1nano1al eource (who Ju•~ got baolt troa LoDCloll) ~bat he 

hal exoellell~ reaeoll ~o bel1eTe ~~ thl Br1t1ah OoTernaeat 

v1ll loter ~e poUDd &Dd ee~abl1oh a 171tea ot real ooa~rol 

ot emhazl&e U IOOD U ~~ Br1 Uoh Parllaaeat TO hi ~11 

powere. Ruett eaid, 1D regard to ~~ report, ~t he 

did not ban any 1llforu.Uon Oll the utter but tba~ he 

vould no~ be eurpr1eed a~ euoh ao~1on - reterenoe, ltabua7 

telegraa •o. 1488 ot .t.uaue~ 11, P&1'88l'&Ph ~hree. 

EJII) or M!Bs.t.GI. 

BULLift . 

p:Ln 
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RE MEASURES TO PROTECT VARIOUS MARKETS 
IN EVENT OF WAR IN EUROPE 

August 24, 1939. 
10: 50 a.m. 

Present: 

Gaston: 

Bell: 

Gaston: 

Feis; 

Hanes: 

Feis: 

Gaston: 

~r. Hanes (presiding) 
llr. Bell 
ilr. Gaston 
llr . Feis 
llr. Livesey 

Johnny, there's one question I want to r aise with 
you, and I think it might be a good idea to raise it 
with the President. On the shipping matter we have 
three groups of messages. The first group is to 
Collectors of ~ustoms , telling them simply to 
f amiliarize themselves with the provisions of 
Section 170, or Secti on 178, of Treasury regulations, 
which is the - their duty in case of war with respect 
t o neutrality. It simply tells them to familiarize 
themselves with those provisions, and auntington and 
I thought that we ought to send those telegrams out 
immediately. It isn't telling them to do anything 
at all, but simply to familiarize themselves with 
the applicable provisions of the law with respect to 
a war situation. 

'!.'be other groups require ••••• 

You've already sent one set of telegrams. 

'.that has no relation to a war situation. :.·hose 
telegrams that we sent are telling them for the 
present to be q u1 te meticulous in their examine t1on 
of ships, especially in cases of abrupt departure 
ahead of schedule. 

I suggest that even on that first notice, unless 
it made a very vital difference, we wait until we 
get over at that meeting this afternoon and ask 
Welles . 

On the •••. 

Even on this notification •••• 

On this first group of telegrams, which is a group 
to Collectors merely telling them to "familiarize 
yourselves with your duty if a European war should 
break out, and your responsibilities are contained 
in Se'ction 178 of Treasury regulations." 

' 
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Gaston: 

Feu: 

Gaston: 

Bell: 

Hanes: 

P'eis: 

Gaston: 

Feia: 

Gaston: 

Fels: 

Bell: 

Feta: 

8ane11 

-2-

Well, tbat nasn•t already gone out. 

Tllat llas not gone out, no . 

It would almost necessarily become a matter ot 
public knowledge. 

~ot necessarily, no . 

Tney are strictly confidential . 

Tney are strictly confidential . 

Tllat would be tne only proble:a. Certainly no 
objection otnerwise. 

Z€1 

We could send it as we sent tnese otner aessagea. 
fe could send it in code t or agents, to~ trans
mission to Collectors, wbere there are agents i .n 
the sue city, and by air mail marked strictly 
confidenti al to the Collectors who do not nave 
agents witn tnea. 

You see, there is every reason to suppose that the 
President would apply t he Beutrality Act at once. I 
haven't neard any suggestion to tne contr ary. ijut 
I don't ltnow that any one ' s llad tllat really detinita1y 
from his own lips. Bow, be's getting back this attar
noon. I imagi.ne wa 1d like to bear b1a say quite 
definitely, "Yes, no utter what else I do, I'll do 
tnat. " Tllat comes into 117 aind, you see. 

Yes, yes. 

llow perhaps be llas alr eady t old tbat to Welles: that 
be 1 s made up his mind on tbet point. I wouldn't know 
it. I naven•t seen it. L don't see tbe cables that 
pass between Welles and tne President, so I wouldn't 
know, see? But I snould think tnat's wbat you'd 
to clear up before •••• 

Before tnis telecr aa goes out. 

Before that went out. iie could do it this afternoon, 
I should tnink. 

Herbert, you aake a notal 
tllat this afternoon. 

we'll ask Welles about 
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Gaston: 

Banes: 

Gaston: 

Banes : 

Bell: 

Ilanes : 

Bell: 

-)-

Yes. The other group of tel egrams require 
executive action before they issue . 

• ~,. j 
t r. 

Yes. That's in case he declares a nati onal emergency. 

That ' s right. Well - yes . 

Well now, what have we got to talk about? Do we 
want to talk about what we ' re going to do with this 
foreign holdings or American securities? 

I went over the - last night went over the cables 
that were exchanged during last April with Cochran 
and Butterworth on this subJect, and tried t o set 
them out in brief fashion here. It took nine pages 
in which to do i t. If you want to glance through 
it, Just to get the general tenor of the thing •• •• 

We might do that. 

"On outbreak of war ••• "- this is on )-31- "Upon 
outbreak of war British liovernment will requisition 
al l foreign securities, foreign bal ances and gold 
belonging to british residents. 

"(b) British Government Nill not take steps to 
liquidate any American securities so requisitioned 
without prior consultation with appropriate American 
authorities . 

"2. British Government does not intend to declare 
general moratorium, but expects to close all banks 
and financial !nsti tutions for one day . 

"). Bank of England would announce, probably daily, 
foreign exchange r ates t or sterling, and other 
banking institutions would be authorized to supply 
foreign exchange in sui table amounts f or bona fide 
reasons . 

"4· Stock exchanges will be shut. British ~reasury 
intends to reopen them as soon as practicable , but 
can' t set any definite period as ob Ject of shutting 
them is t o prevent panic selling." 

Now, that's general ly their policy, and tha t was 
set out in cable 428, which will be referred to 
hereafter. 

• 
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Banes: 

Bell: 

Ilanes: 

Bell: 

Hanes: 

1lell : 

Ilanes: 

Pais: 

Bell: 

Feis: 

bell: 

keis : 

Ilanes: 

: c3 
-4-

:ies. 

Now, here's the Secretary's suggestion f or consulta
tions. 

"Asking pr0111pt consultation directed toward protect
ing tbe security, commodity, ond money markets in 
the event o r war , and agreeing upon effective mea
sures tor that purpose, with particula.r regard to 
preventing pan.icky ma~keting and utilization or 
assets in markets or other countries .•· 

ibat's what the Secretary sent to •• • • 

Xes, be was asking them to protect • •• • 

Wbo did tb.at go to in London and t'aris? 

1lutterwortb and Cochran; Butterworth to consult the 
British authorities and Cochran to consult tbe trench, 
Belgium, Netherlands and Switzerland authorities. 

"London. Welcomes suggestions in our 254 for 
consultation.• 

There, if I can interrupt, I feel tbat in the summary 
you don't bring out one important point. I keep 
insisting an the importance ot this. Nh.ile London 
•elcomes the idea of consultation directed towards 
protecting the security, commod.ity, and money markets 
in event of war, tbe Treasury completely avoided tbe 
di scussion in our last phrase: • utilization of assets 
in markets of other countries." You' ll find •••• 

Who avoided that? 

Tbe British Treasury. I mean Butterworth's cable 
tbere, if you 've got it there •••• 

You mean markets other than ours . 

No, no, the American market. They avoided any dis
cussion regarding tbe bank deposits of Briti sh 
nationals end so on, which t bey are counting on 
to finance • • •• 

They said here "··· speaking informally, tbat matter 
or bank deposits and earmarked gold seemed to tall 
into a somewhat different category from ques tion 
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Feis: 

Hanes: 

Bell: 

Livesey: 

Banes: 

Bell : 

Ilanes: 

Gaston: 

Banes: 

Bell: 

Feis1 

Banes: 

-5-

regarding marketing securities; •••• • 

Oh, you•ve got it . That•s right. 

That's it. "··· and that in the event of war 
they would expect to use available dollar funds 
for purchasing "merican proclivity • • • • - what's 
that? 

I don't know what that means . 

Just a garbl e; nobody bothered to correct it. 

• purchasing American products ••• • 

It follows down below - f or supplies. 

:64 

• • • • and as regards ea rmarked gold they hoped they 
could assume that the United States would continue 
to give dollars 1n exchange f or such gold which 
would likewise be us ed for American purchases in 
United St ates .• "Proclivity~ would be purchases -
purchases of American products. 

'!'bey Just took the adj oining word in the code book, 
apparently . 

.. 

"As to American securities , they had in mind approach
ing american monetary authorities on this subject. 
They would natural ly wish to obtain funds from the 
American securities t o be taken over from British 
residents and that there seemed only t wo possible 
methods: (1) to sell them, and (2) to borrow against 
them. They prefer t o borrow against them but ques
tion erose as to whether it would conflict with 
existing legislation. If British Government could 
not borrow against such securities, could a ' straw 
man' be used.• 

That 1 s i.mportant from here on. 

That's the important question. 

"Advised that they were sending two copies of 
British Treasury financial regulations, together 
with forms and notices . 

"Expressed appreciation of American memorandum (r254) 
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Bell: 

Fe is: 

Bell: 

Hanes: 

Gaston: 

Bell: 

Hanes: 

-6-

and agreed in principle to consultations. Britisb 
participati on conditioned as to whether bilateral 
exchanges were intended or a general conference. 
Preferred bilateral. 

•British Treasury asked to be furnished any informa
tion regarding emergency measures ~merica proposes 
to take. 

•Re: guarantees to Poland, Greece and Rumania.• 

Those are the political loans which apparently a r e 
stumping the British quite a bit now, because they're 
coming in and esk!.ng for more a~ the time. I Just 
put that .• •• 

They're asld.ng now. Britain ought to have given 
it to them six months ago. We won't go into that. 

Just put it down there to show what they're thinking 
about. 

"Plan of Wasserman, President of Investment Corpora
tion of Philadelphia, and Delaware Fund, Inc., 
whereby American trusts, insurance companies and 
banks with assistance of U. s. Government would 
take over Britisb and French holdings of American 
securities and nrronge a program of orderly d i sposal. 
British asked confirmati on of this report.• 

Aell, that was that wild thing 

Yes - London Times story. 

'ihey quote a long editorial from the London times 
on it. 

"Reference your 428 and note with satisfaction 
plans for or derly liquidation of British-owned 
American securities and your 473 muking inquiry 
wi t h respect to British ability to borrow here on 
collateral of requisitioned American securities. 

"Advised that •I t would appear to us that the dollar 
funds which the British Government might need during 
the early stages of any conflict might preferably be 
obt ained either t hrough the utilizati on of the dollar 
balances or through the sale of gold rather than from 
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immediate sale of any subs tantial amount of 
securities.'" 

That's wbat the Secretary said to the British. 

That would probably give us our starting point, 
right there. 

"If Briti sh Government adopted this course would 
have ample funds for their immediate needs, in 
which event there would be ample time, after 
out break of hostilities, 1n which to canvass 
possibility of furtbor supplies of dollar exchange 
from securities. 

"Informal opinion of general counsel tba t Johnson 
and Neutrality Acts prevent private sources in 
t his country from extending credit either to the 
British Government di rectl y or t hrough medium of 
an agency of the Bri t i sh Government or a 'straw 
man.• These acts do not, however , prevent l oans 
to such Government by American Government or 
agency thereof." 

"These acts do not, however, prevent l oans t o 
such Government by American Government or agency 
thereof." What does t bat mean? 

Intended to say this: 1t they or ganized an agency 
which took over these securi t ies, the R. F. C. might 
be able to make t bam a loan. 

Or the .t>xport-Iaport jjank, it it bad su1'!1cient 
funds. 

I prevailed on the Secr etary at tbat time to put 
it merely as the informal opinion of the General 
Counsel. Later you ' ll see bow this thing ••• 

~es, he ' s asking •.•• They said in this same cable1 
by the way, that this was an informal opinion and it 
had no t bee.n concurred in by the Attorney General. 

That's what I meant. 

or course, the Johnson Ac t specifically exempts 
agencies of the United St a t es Government from its 

.. 
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prohibitions. 

~n agency of the United States Government could 
loan to a foreign government or foreign - straw 
man,• we'll say. 

•ne Jobnson Act bas that exception, yes. 

Yes. It says: •As used in t his Act, t he term 
•person' includes individual, partnership, cor
por ation, or association other tban a public 
corporation created by or pursuant to special 
authorization of Congress, or a corporation in 
which the Government of the United States has or 
exercises a controlling interest tbrougb stock 
owner ship or otherwise.• 

~bat ' s the Jobnson Act. 

:cr 

During tbe last war they organized a British 
dollar security exchange corporation, or whatever 
it was, to bold all the securities and to sell all ' 
securities for foreign nationals. 

Right . 

Now, should tbey repeat that pr ocedure, what this 
says is that an agency of this Government would not 
be precluded by the Johnson Act from lending that 
corporation or agency or the Briti sh Government 
money on those securities, witb those securities as 
collateral, huh? 

There is an int eresting 4ues t ion there as to con
trolling interest . Suppose we, tbe Government, 
were to organize a corporation in which it held 
one hundred percent of the collllllon stock, which it 
bought for one dollar, or one thousand dollars, and 
the preferred stock were sold to private persons; 
would the Government there have a controlling 
interest in tbis corporation? •he sale of the 
preferred stock would furnish the cap1 tal tor the 
purchase or loan. Would the Government there bave 
a controlli.ng inter est? 

The preferred stock would have no voting rights? 

i he preferred stock would have no voting rigbts. 
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Have all the controlling interest. 

Have all the controlling interest - one dollar 
bill. 

There 's a possibility. 

"Advised we were willing to proceed with consulta
tion on a bilateral basis. This can be altered 
subsequently if f ound desirable. 

"We have formulated tentative plans for protection 
of our Government bond, security, and commodity 
markets . We will bend every effort to keep tnese 
markets open." 

You remember, now, in one of toe previ ous cables 
they asked us if ~e bad f ormulated any plans, and 
would like to have copies of those plans . Now, that's 
as f ar as we've gone. We said we've formulated them, 
but we have not furnished them copies of anything. 

"London •• • "- no - ·~· (1) Advised know nothing of 
Wasserman plan r ef erred in their 489. 

"London. • • • Asked if ~ttorney General concurred 
in opinions of General Counsel re ability of British 
to borrow in American market." 

•hey•re continually interested in that as we go 
along, you'll find. 

"Osborne of Dank of ~ngland sailed for Canada to 
arrange with Canadian monetary authorities concerted 
measures 1n event of war . 

"London •• •• British Treasury will permit for eign 
balances , etc., to be withdrawn in an orderly fashi on 
and to the extent that c ircumstances will permit.• 

~'oreign balances in London . 

• 

"Discussed balances of American subsidiary companies. • 

l'hat question was asked, as to whether the American 
company in London making a profit would be allowed t o 
transfer that money t o America, and they said that 
under or dinary conditions taey would . 
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"Asked again if Attorney General had passed on 
question of British borrowing in this market 
against Aaerican securities and whether a plan 
bed been worked out in Weshington tor such borrow
ings 1.t perllitted . They said it they bed intoru
tion on tbis point they could come to grips with 
problema and would be prepared to supply anJ 
available information necessary and desirable 
regarding type and distrib~tion of such assets. 

"Bank of ~ngland requests so-called outside 
bouse.! ····" 

That's -right there- it seems to me , Herbert, 
that might be something that we could devote some 
time to in trying to work out a plan wbicb would 
not be contrary to our Johnson Act, in cese of an 
emergency. 

Well now, there was something done on it. 

Xes, b~t let 's not put tbot on tbe record. 

(neporter instructed not to take ensuing 
discuss~on) 

All we•re doing is exploring what we can do to 
prevent panic conditions from uvse tting and tearing 
our market all to pieces. That s as t ar as we go . 
Tbe question or neutrality is something tor somebody 
else to decide. 

Johnny, if you wanted to get tbis opinion from the 
file, I presume Cairns ' office could dig it up. 

McHugh i s trying to complete this file. 
in the Secretary 's file. He 1 s tryi.ng to 
it with the draft or tbe cable. 

.::airns could undoubtedly get it. 

Tbat' s 
complete 

I think 1•11 have that before t be day is over. 

~bow it to Herbert - if you baven1 t already seen 
tbat opinion. 

.. 
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I know it exists. 

Here's some correspondence from Jesse Jones on t he 
subject, but it doesn't go into it. Be Just refers 
to a plan; doesn't discuss it . 

Where was I? 

a t t he bottom of that page - 694· 

694. 

•Bank of kngland requests so-called outside houses 
which circulate price lists of dollar bonds to dis
continue tbiS practice in view of Chancellor 1 s 
request that British subjects refrain from pur
chasing foreign securities. • 

•be british ~hancellor on the floor of the British 
Parliament asked the British citizens not to purchase -
make foreign purchases; and be sai d that that•s all 
he intended to do, was merely nsk their cooperation. ' 
And be said he thought it was being effective, but 
one thing that was i nterfering with that effective
ness was the American houses circulating dollar 
prices, and he asked them to stop it. I Just put 
that in here as a matter of interest. 

•conversations between American brokerage houses 
in London and Bank of england re transf!!r of 
Briti sh funds into Ameri can securities . 

•British a re anxious t o prevent flow of sterling 
funds into ~merican securities, and furthermore 
are desi rous of taking back some British capital 
repatriation.• 

This is a London record; stops there. And now 
you begin with the '!lashing ton-Paris record . 

•washington • •••• Cable to Cochran to communicate 
with financial authorities of France, Belgium, 
Switzerland, and the Netherlands asking them to 
consult with America r e protecting security, com
modity and money market s in t he event of war . (bame 
as cable to London #254). 

"Paris ••••• Luncheon conversati on with Finance 
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Minister at which British plans were discussed. 
Finance Minister thought British plans all wrong. 
Be proposed drastic measures for France aDd hoped 
that United States would favor his policy as 
against what the British were contemplating. Be 
would like to have e round table discussion.• 

lhat's as opposed to the British bilateral, see? 
The British want it bilateral and the l''rench want 
a round table. 

•Delivered Treasury message re consultation to 
French Treasury. It favored such consultation and 
looked upon this interview as first consultation. 
::la.id Fre.nce was gaining gold and that there were 
no plans other tba.n those developed last ~>ept ember. 
lie favored freedom from exchange control. Bis plans 
envisage no moratorium; they would try t o keep banks 
open without even a banking holiday for one day. Be 
had no plans for closing stock and commodity markets. 
lo close them would be in conflict w1.th hopes of 
keeping business going . 

"Cochran telephoned Janssen of Belgian National 
bank, who liked idea of consultation but would have 
to consult Finance Minister. Later telephoned after 
talking with Finance Minister who in turn liked idea 
but he would have to consult Foreign Minister. 
Janssen stressed importance of keeping this matter 
a secret. Be favored doing everything possible to 
avoid panic, but did not favor moratorium. Apparently 
all were afraid of political situation. 

• Cochran also telephoned Tripp or t he Netherlands 
Bank who liked idea of consultation, but he would 
have to consult b!s Government. Be also stressed 
importance of keeping this matter secret. 

•French Treasury confirmed previous statements 
and added that it very much appreciated continuing 
consideration and kindness of Secretary Yorgenthau. 
It would welcome suggestions with respect to methods 
ot procedure. It would also be glad to have consulta
tions, especially those which would draw in the 
British. But all meetings and conversations should 
be strictly confidential. 
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•Swiss said tbey were alweys ready to discuss 
tbese questions, expressing a preference for direct 
discussion alone rotber than any round table among 
all members of Tripartite Agreement . Because of 
political situation they must be careful, and they 
asked for absolute secrecy. 

"Tbe Netherlands Government is gladly prepared to 
consult with United St a tes on matters r eferred to 
in Secretary ' s message. 

•rnv1tes attention to f act tbat assets mentioned 
(bank depositsL securities, and investments) belong 
as f ar as tbe Netherlands is concerned to private 
instituti ons or individuals.• 

Tbat•s wbat you (Feis) told me yes terday; do you 
re111ember? 

"Earmarked gold in United St ates is not expected to 
present any difficulties. It is not expected privata 
instituti ons and individuals would proceed to panicky' 
selling or assets in United S~ates. 

"Tbis Government does not intend t o mobilize and 
sell these assets. 

"If it becomes necessary to take measures for sale 
of sucb assets , tbat Government is prepared to 
consult witb t be Uni t ed States . 

"In their opinion it would be inadvisabl e to bold 
a conference of tbe members of tbe Tripartite 
Agreement. 

"Belgians confirmed Janssen's personal views tbat 
such a conference is desirable, provided considera
tion is given to speci al position of that country. 
~hey would prefer conference on group basis r a ther 
tban separate talks.• 

You see, tbe little countri es are Just scared to 
death, as Herbert told you yesterday. Tbey•re 
Just scared to deatb or this whole situation. 

Uid you sea this message from Bullitt? 

"This evening I was t old by Paul Reynaud tbat while 
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the British Government bad given him no defini te 
.statement, be had much information from London 
indicating that new restrictions on the export 
of capital from ~ngland would be introduced almost 
at once, when fUll power sball have been received 
by the British Government. 

•Reynaud ' s Chef de Cabinet, Pawlewski, told me 
tbat in the immediate future tbe British Government 
bad decided to devalue the pound ; they bad not yet 
decided the exact aaount of devaluation, but the 
French had been informed that it would not be a 
great deaL 

"Reynaud told me that he did not intend to take 
similar measures at present, that be would watch 
tbe r un of events if war should come. Should there 
be continuation ot the return ot gold to France, 
or if there are only slight gold losses, be would 
continue to try to carry on his system ot a free 
economy as at present. On tbe other hand, should 
France start losing gold in large quanti ties, he ~ 
would introduce restrictions at once. 

"There were heavy losses of gold today by tbe 
British, while some gol d was gained by the 
l''rench. • . 

Well, that's about the same situation as existed 
back there in April. The French didn't agree with 
the British method. 

But now they say • • •• the British Government bad 
decided to devalue the pound ••• bad not yet 
decided the exact aaount of devaluati on ••••••••• 
not be a great deal.• 

In the light of these cables back here, Herbert, 
at t hat time, I think we ought to start t he machinery 
going again for some sort of s discussion with them. 

Agreed. 

What is your suggestion as t o the method of doing 
that? 

My suggestion is, thinking aloud , • • •• 

Just off the r ecord. 
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llo , no ob jection. Just t hinking aloud, both. t or 
practical reasons and oth.er reasons, we might 
limit our first effort t o tb.e pr ospective ' belli
gerent s on the score that the likelihood or liquida
t i on on their part is greater t h.an liquidation on 
t he part or the pr ospective neutrals - take it 1D 
t wo stages that way; aDd th.a't, a t any rate, in the 
fir s t s t age limit ourselves to t h.is question ot 
regular liquidati on of securities, and no t bring 
up the matter of the other assets of th.ei P nationals, 
although at a later point they might themselves 
approach. us and ask if we had an enumerati on ot 
such property . But that we s tart in a limited 
field, with. belligerents, to try to perfect such. 
arrangements as might seem useful to us to pr otect 
our security markets as regards l i quidation by the 
nati onals or belligerent countri es of American 
securities. 

Would that mean more th.an France and Great Britain? 

N~ , I should th.ink not. No . 

In t his cable that 

we could put i t on the ground of mutual advant age: 
that if they want to liquidate these t h.ings , they 
want t o get as good prices as possible. 

In this cable that the Secretary sent in April , 
the first paragraph s ays: "The countries who ar e 
members of the Tripartite Accord and their national s 
now bold in t he United St ates over f i ve hundred 
mil lion dollars of earmarked gold, over one billion 
dollars or bank deposits, and over t wo billion 
dollars of ~merican securities, and over one billion 
dollars of dlrect investments. • '.&:bat's three -
t hat's fou~ and a half billi on dollars or assets. 

Now, the British came back - apparently lnterpreted 
that we - t hey got lt as applylng to Great Britain -
they came back and sai d they thought our estlllates 
were blgb, that their estlmate was that the "ritish 
resldents held one hundred flfty to t wo hundred 
mil lion pounds sterling or American securlties . 
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l•ell, I Just go t the published figures a moment 
ago; I ' ve got them all written down out here. oo 
we •ve got pretty accurate - I say pr etty a ccurate ; 
I donr t know how accurate i t i s . I t ' s just the 
~apartment of 9ommerce f igures ; it's all they 
publish - the only published record . 

I take it that we ' re prepared to confirm what we 
let a r i se by presumption i n this earli er interchange: 
t ha t as far as their earmarked gold goes, they are 
perfectl y free t o turn that into dollars any t a e 
they want. 

I think one of these cables the oecretary sent 
said - indicated that be would assume they would 
use their bank balances and their gold fir st . 

Xes . I should think that the first thing to do 
is - as a f i rst step, although I have l ittle doubt 
we'll get beyond i t soon - would be to star t with 
l'rance a nd Great britain and talk about liquidation , 
of liquid securi ties; and then if we want to go on 
to the ot her forms of direct i nvestment, so on, 
extend the conversation. 

ihese documents - these cables 
good indi cation of the way our 
on that problem of securities . 
present, I should think. 

give them a pr ett y • 
minds a r e r unning 

J!:nough for the 

Of course, the French are going to be in a di f f erent 
position. That is, the British have it 1n mind to 
Just clemp on - these become br iti sh Government 
securities, in effect, instead of private securities, 
a day or two after the hoatil1 ties start. But the 
Fr ench want t o keep ott that , so th~ won't be in 
the same position to control •• •• 

~ell, t here's nothing in this file to indicate what 
the French attitude is towards the hmericnn securi
t i es owned by ~rencbmen. 

~·bey have a generlil policy of freedom; they want to 
let t hings go, Just try to travel on a confi dence 
basis . 

Use up all their gold f i rst. 
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France will look so much stronger and safer, tney 
hope, than any other adjoining countr y, and people 
over there will not wish to ship gold across the 
Atlant ic. For that reason, they just let it -
"laissez faire" - 1t ·Hill work out t o their advan
tage, and there they ' ll be in this proud position, 
and wi ll impose no restrictions. That would go a 
little against this idea of ask ing them to control 
the sales over here. I suppose, however, t hey might 
try to do whet the ·British so naturally do: talk t o 
the public, tell them to lay off. 

Appeal to taeir patriotism. 

Isn't there an element of this also: the French may 
just be refusing to envisage the possibility of tneir 
being involved in war. 

Nell, taey have, tney state in one cable, no plans . 

Probably part of the problem is that •• • • 

It says here they have rio plans today. 

In all probability there's been en e xtraordinary 
amount of tax evasion on the incomes from these 
bmerican securiti es held by Frenchmen. That ' s my 
guess as to the chief reason why they are so much 
for this policy of freedom - because if the Treasury 
begins to find out too much about the French-owned 
American securities, they'll discover that half the 
Frenchmen in France are violating their tax laws. 

.. 

Including Treasury officials. They had a drive 
over there - some Soci alistic government - they were 
going to enforce this, were going to r eally collect 
taxes, particularly from the weal thy; and t hey did 
get on the trail of evasion through investigation 
in Switzerland. In feet, they go t a list of names. 
Looking through the list of names, they found one 
of the elderly Inspectors of Finance, who was rated 
at the top of the permanent Treasury staff; his 
securiti es were on the list. So that thing j ust 
passed out - too much scandal there. That's the way 
they go . 

John, I've got to tQke a London t elephone call at 
twelve o'clock. Now, Livesey can atey over here 
and •••• 
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Do you think we ought to work up a cable? 

I think the least we should do is to start with 
London and Paris in that limited f i eld again. 

Ret erring back to the previous •• • • • 

Or maybe you think we should do more then that. 
That ' s somethi.ng I think you might want to decide. 
It maY be that if there is a substantial enough 
risk of liquidation trom the other members ot tbe 
Tripartite Agreement, you also might want to begin 
discussion there. 

Well, certainly we ought t o start with Great britain 
and Fr ance - Great Britain right away, I•d say. 

We•d have to anticipate •••• 

lhelr own figures indicate that they hold the great 
bulk of the securities held in this country by 
foreigners - by the members of the Tripartite. 
Don't they? 1hey speak ••• 

~ccording to their figures, six, seven hundred 
million. 

1hey figure from six to eight or nine hundred 
million. 

One fifty to two hundred million pounds; that's 
right. 

Let' s see, what was your total f igure tor securities 
held? Two? 

Two. 

For six countries. 

Two billion American securities. 

The British may hold close to a billi on. 

Xes. 

There ' s the question, too, of bow Canada would tit 
ln. 

.. 
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I should suspect they wouldn't liquidate at once. 
If they got i nto the war later, began to issue 
these big war loans, it may be they'd have to 
liquidate to dig up more loans . But there i s 
the separ ate problem or Canada . ~ow those 
officials were due down here when - ~eptember? -
to t alk over this problem. 

l don't know. 

You'll find the arrange .. nts are made tor officials 
of the Canadian Government to come down here. 
Probably if trouble CIJIIe tbey would hurry their 
visit. That's another .... 

To~ers was here, wasn't be, last April? 

Yes, 
find 
half 

but they didn't progress very tar. 
stuff in the file. Now, l can come 
past twelve if you want me . 

You'll 
back by 

'l:hat isn't necessary. We •ll keep him (Livesey) 
posted on what we do and he •••.• 

You can do the actual drafting . We can get •••• 

... 

Just one last remark, i f I may: if we go to London, 
I think we can anticipate in a l l probability t hey' ll 
return to this idea or the formation of a corporation 
that can extend loans on the basis or those securi
ties. I don't know wbeth&r that's been cleared with 
the President or not. I Just don' t know. 

Well, we'll try to get up something on that also, 
so we ' ll - if that question comes up, we 1ll have the -
at least the preliminary steps done on it. 

You didn' t see all)'thing in the files to show that 
that bad been cleared with the President, bub? 

Yes, it bad bee.n cleared, but it badn' t been -
I beli eve hadn ' t been discussed . 

The timing of that would be important, because if 
the President was going to do certain things as 
regards neutrality legislation, why, he might want 
to post pone anything on this until be bad. 

It you want me to come back at half past twelve, 
you can Just telephone. 
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I don' t think we' ll need you. We'll Just 
start on it Thank you very much, Herbert. 

(l,.e ls l ee: von) 

Well, it seems to me, Johnny, that first - it may 
have been answered, when I get the fi les complete -
the British want to know what the htt orney General 
thinks about the opinion of the General Counsel. 
That has not been answered. And if he agrees - and 
that R. F . C. can set up some straw man, well, t hen 
they probably are going to want t o know that, too. 

Yes, but ~ don't think we should ment i on that in 
our first cable. 

Jus t that we want t o..J:es ume discussions. 

If you mention that one o f the - the most formal 
opinion in this country is that the R. F. C. can 
parti cipate in such an organizati on, that pretty 
near implies that we are willing to do tha t , we 
are 'Rilling to act in that way, and 10e may not want 
t o ac t in tbat way. ••e may prefer tbat some private 
market organization handle it - that they can do it; 
and I presume there's two or three possibilities 
to explore. One is tho possibility that a strictly 
private corporation could be formed of •mericans 
which would purchase, i f they could not loan. I 
presume the matter of landi ng on securities by a 
private corporati on would probably be out; but it 
might be possible for that corpor ation to purcha se, 
and purchases a re often arranged on a repurchase 
agreement basis. 

Or on a gua ranty. 

Yes, and the t perhaps would be within the law: not 
a loan but a purchase. 1hat•s one possibi lity . 
And the other possibility is a corporati on controlled 
by the United States 'Mithout the United St ates 
actually putting the money into it, holding t ile 
common stock so as t o control the operati ons of 
the corporation, but go ing to the market for the 
money, wi tbout a guaranty on the sec uri ties which 
it sells, you see. 

•hen the third thing would be the stra1gbt R. F. C. 
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proposition - the R.F.C. forming n corporation. 

Yes, but it seems to me al l those things - it 
seems to me everything to do with lending money 
on these securities, end so forth, is a matter 
tor ruture negotiation a nd not for prel iminary 
negotiation, getting the thing started. 

It would be my thoug ht, if you don't disagree -
if you d~ s ay so - that we go back to that number 
254 and say: "Asking prompt consultation directed 
toward protecting the security, commodity, and 
money markets in the event or war, and agreeing 
upon effective measures for that purpose, with 
particular regard to pr eventing panicky marketing 
and utilization •••• • -well, leave out " ··· panicky 
marketing of American securities in your country.• 

:r.es, we can 

It seems to me t ha t to start Just with that shel l -
we're going to be led immediately into the other 
discussion; that we r ecognize; but in order to 
get the thing started a nd get t hem thinking, let 
them know that we 're thinking a long tilese lines , 
I thi.nk it would be important for us to s tazot right 
away. 

How do you (Livesey) reel about that? Do you 
agree with tha t ? 

Yes . One can forecast t he Bri tish ~uite easily. 
That is, they apparently are pretty much lined up 
on IIlla t they want to do , and t hey 111 do it promptly. 
They can do it over-night - that is, reach out for 
these securities; end then toey 1d be confronted with 
the problem of what to do about them . 

Yes. I suppose that - I wonder if a step at thU 
time isn•t something like this: tha t we seek - or 
we assume that the British Government still stands 
on t he - those fir s t two paragraphs, (a) and (b) 
of their 428 or Yaroh J l, 1939 ; that is, that~he 
British Government on the outbreak of wa r intends 
t o re~uisition all foreign securities, f oreign 
balances and gold belonging to British residents , 
end that t hey will not take steps t o liquidate any 
Amer ican securities so re(juisitioned without prior 
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Livesey: 

!Iones : 

Gaston: 

Bell: 

IIanes : 

Bell: 

-22-

consultation witb appropria te American authorities.• 

That "liquidate'' of course is "liquidate any American 
sec uri ties." 1·ney mention several items up bare: 
foreign balances and gold; but wbat they're not going 
t o liquidate is the securities. :!:bat way, it gives 
them a margin of time if they proceed with both of 
those, and 1ncidentaliy steadies t ne market over her e 
because of the f ac t these are not coming in from 
England . And t hat a lmost immedi ately pr ecipitat es 
the questi on, how about these other countries -
precipitates with t ne public the question. 

Who would that cable go to? That go t o Butter wor th? 

I should think so, wouldn ' t you, llan? 

Ought to follow tbe pr evious one - this way. 

Well , suppose we •.•• 

I agree with Herber t that I think we ought t o ask 
if ther e ' s been any change in the proposed plans 
of the Hritish Go vernment as outlined previously. 

.. 
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J'r oa1 llankero Truat CoiiiPAJIT of I . Y., 
LoDdOD Office 

Date: .lli&U•t 24, 1939 

1552 

COLOSSAL Dl!MANDS FOR DOLLARS lll!IOH COlr.rROL SATISFIED .U 

4.~1/8. J'ORWA.'IDS l!OIIIlW.. SPOT FORWARD PARIS QJJIH. 

m: CJ.S'I'ZIJ.A!t& l!ii.POiiTS F3ELI!lG Ill PAIIIS VERY PZSSIHIS'l'IC. 

SPI!ZER BELUMIS POU:S REACTION TO OCCUPATION DA!!ZIG BY 

GERJW<S WILL BE VIOU:l!CJ: • BEPOR'IED GER.'WI lliMBJ.SSY WARS.All 

!WIOVI!iG J:RCRlVlliS. I!IFORIWI'I' BECllill'l'LY Rlli!URilli:D i'RON ITALY 

CON?Illl·lED 110 SPACUL WAll PBEPARATIO!I JWJI 'I'ICP.lli BUT PEOPUI 

MUCH MORE 100RP.o:D 'l'lWI LJ.S'f ~. 'fOilS ~I..7BEI<CR 

PROP.AGA!IDJ. CIWIGID AllD BECOME NO!ll Glmi!UL. .!:IC!W!CII 

BECEIVlliD MODERA!'ll JHOU!n'S DOLLARS BOORS! 'IIE.AX 111!1'11 NO 

BUSII!BSS. DE CAS'ZELI.Aml lUIDORSES PlliSSWI SM BUT STILL 

BELIEVES WAll OAII BE AVOIDED , 

CONFIDENTIAL 
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PS.P TELEGWI SENT 

GRL.Y 

/.uguat 24, 1939 

7 p.m. 

l .. !tEHB/, ';J .. 

LOUDON ( G::;u. ND) 

686 

FOR l" T"~'£-:· .• c~T·· FRO' /.CTJ N" J!:C:lET:-'lY 0? TRE TRE/.TlRY 

Yc>ur 1237 , I.ugu!Jt 24. 

l . In vicvr o f tht fact thnt th£ Cril: i 3h GovE r nncnt 

a ppcars t <> !'>..avt ta\cc:1 its dteioi<>n , tl'Ert a ppcars t o bc no 

uat for uo t c· na l<t c 11ru·.c nt cxecpt t o any the. t VIE find tht 

notice 3ivcr. E;:trEot1;; short, makin:; dioc-..3s ion 1.mpoou1blE . 

2 . In t~.o cablE Ph1111po 1o citEd a~ saying tha t 

fortign balancES WErE not far Off tht 1931 lEVEl . 'P.E 

would welcor•E nort dcta11Ed i n!ormation on t his point . 

'cas e. k EEP Treasury informed c s to efforts bEing 

mcdc bj eritia~ C~vt~m£nt to sctcgunrd against sevEr£ 

br eak in sttrlinz. 

EA:HF:EB 

HULL 
( !'IF) 
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TELEGR/.11 :lENT 

J.-uguot 24 , 1939 

;,'tE':l .. ;r 

LO!\'lX 1 ( E!'uL .t.'D) 

I'01l e17r-.i'~R;-;o:!T:· FRO:! /.CTI w; :;e:CRETI.RY OF THE TRC!..3l'RY 

687 

I ::>n Jlcd t o note Phillips' ret'ffl.rrLtion in your 1237 

o r ;.u :r<lst 24 o f intcntbn of followin.3 thrc ·~ <~ith plcms 

re -::c rd lng l'obill.zcti r..n of oecuri tics , of r,J->ich you inforned 

t he 'l'rruoury on '!arch 31 (your no, ~28 ) , I hc vc reference 

po.rticulnrl:· to ~he dctcils g i v en in nunbrr<:d pnragrnpho 

1 1'00 2 , 

F,..r your 1nforr.IO.t1C'n , this rmttcr hcs ? em undrr 

clooe scrutiny hErr, and you e re rcquratrd to f ollow it 

vcr~ closely end to make 3Ure tl-: t we kaor: o.' the tine 

schedule "h£ British will f ollow nnd rl rta1ls ns they 

devclr , 

£/,:HF:£8 

HULL 
( HF) 

• 
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CJ 

Storct~ry of Stott, 

Washington. 

RUSB o 

12301 August 241 4 p0m0 

PLAIN 

LONDON 

Dated August 241 1939 
I REo d 10:16 n, m, 

Fat TREAS :RY FRO!tl Btn'T :RV«>RTR o 

Dcali03s on the stock exchange very few and far bt

twt tn and although minimum prices have not been put on com

mon stocks, thE tactics of the jobbtrs have paralyzed the 

market , But such selling orders that brokers receivE arc 

not num~rous and com£ mainly from abroad because domcstio 

holders sec no alternative profitable employment of funds in 

the event or war. With thE rise in the bank rate swap trans

actions and forward market rt~in virtually strangled; but 

the British Fund continues to supply spot dollars at the 

pcgsed note. 

The City is naturally bewildEred and despairing at thE 

epttd and turn of events . Its modd at the moment is to sEE 

no alternative to fighting regardless or the ohoractcr or 

condition of the so- celled peooc front . An incident moy 

sErve to paint thr emotional pioturt l a lieutenant in the 

guards • scarlet un.iform happened to peas through the City 1n 
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an automobilto Crowds gathered from nowher! and he was 

chEErEd to the echo by top-hattEd otnior partners and mts• 

acngtra al1kt
0 

Row long this mood v11ll last rcmaino to bt 

s EEn. But at any rntc i t 1a well t o doubt that it is 

shar&d by t.Poae: who hold t!W pol1t10"l po17tr of dcc1o1on 0 

KENNEDY 

ALC 

Regraded Unclassified
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Storctary of State 

Vlashinston 

RUSH 

1237, August 24 , 7 p. m. 

GRAY 

London 

Dated August 24, 1939 

Rt<' I d 

::.J ·f 

FOR THE ACTING SECRETARY OF THE TREASURY FROM BUTTERWORTH 

STRICTLY CONFIDENTIAL FOR IMl!EDIATE DELIVERY, 

Sir Frederick Phillips stnb'Tor mt this afternoon, 

Ht sai d tr~t the mounting European cri s is was producing an ~ 

increasing drain on their gold resources and the ratE of 

increase was very alarming . Last week they had lost thi rty 

million pounds (sterling) and i n the first threE days of this 

wEEk thi.•ty fivE (#) pounds (sterling) • They had been 

hanging on "from day to day" and after raisins the bank rate 

this morning they had reluctantly oomt to thE conclusion that 

they must adopt one of two courses to conservE thEir gold 

resources; tithEr put on exchange control or let sterling 

depreciate. They had decidEd not to adopt th£ former coursE 

principally bEcaus e i f thE crisis should pass many months would 

ensuE or perhaps as long as a year before thEy could rtmove 

the controls but if they let sterling depreciate , if the 

polit i cal crisis shoul d pass they wer t convinced sterling 

would 
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MA -2- ttl 12371 August 241 7 p ' m• from London 

would r apidly rebound to ncar the current l tvtlo Philipps 

went on to say that their btst i nformation was that foreign 

balnnots wert not far off thE 1931 levEl and that thEy 

would usc every sui table means t o hinder speculation by making 

sterling diff icult t o get . Ht addEd t hnt t hE usual order 

hnd btEn givtn to New Yor k to carry on t o thE c losE of thE 

American market but t hat when London optntd tomo.rrow thE 

British fund would s tny out or the market and l Et s t trling find 

its own ltvElo I nsktd him whEther hE nnd his associates wert 

fully convinced that n depreciat i on of sterling at thE present 

t i m£ would hindEr r a thEr thnn foster thE exodus and he sa i d ~ 

t hat givEn the fact thnt the crisis mi ght b E prol onged and 

tht pact nt which the gold l ossEs was incrEc.sing they felt 

it was t hE onl y thing that they could do0 I prEssed him about 

tht PrimE l!in1stEr ' s s t atement in t he Houu: of Commons this 

afternoon which I 8Jl! sending upo.rnt tly and ntt tr some 

questi oni ng hE statEd thnt Chamberlai n ' s sta tEmEnt was thE 

first step t owards i nducing Bri tish f i rms with abnormAlly large 

balances to rcpntri nt c them. 1 nsktd him t o what ltv£~ ht 

expected sterling to dtprtoiatt and how long thE Br i tish fund 

proposed to stay out of the market . HE said that they would 

stny out until stErling found a nEw lEVEl which would .. ~rtninly 

take a do.y or two and that i t Ttas dif:ioult to prejudgE what 

r nt t i ~ would b t since political tvtnts wert moving so fast , 

but ht impliEd that hE did not txptot the depreciati on to 

bt drastic. 
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MA --3- tcl 12371 A ugust 24, 7 p. m. from London 

bt drost~. o . I oskEd Phillips whllt woe his Estimcltt of thE 

amount of British copitol thllt wos sctlcing rEtugE abroad and hE 

said that thE British monEtar1 authoritiEs wErE convincEd that 

EVEn in recEnt da1s 9/10 of thE EXodus rEprEsEntEd forEign 

funds . 

Phillips also addEd that in thE EVEnt of war thE British n 
Treasury propos Ed to adbcrc to thc plans which I _sEnt to .. ~/~ 

11r lolorgcnthau somE months ago. ff3, 

Phillips EmphasizEd thE confidential oharactcr of this 

mEssagc and thc fact that hE was sorr1 that such short 

notiot was bEing givEn but t h£1 had bun hanging on from day ., 

to day and thE dEcision had only just beEn mad£. HE askEd 

that this bE kEpt strictly oonf1dcnt1al and addEd that the 

FrEnch wErE not bEing told until 8 o ' clock tonight to mi nimizE 

chancEs of lEaks . 

K£NNEDY 

KLP 
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CJ 

Stcrttary of st~.t£ , 

Wo.ot ingto n. 

ROSH. 

1238, Augu3t 24, 7 p . m. 

GRAY 

LONDON 

" .J - I 

Dottd August 24, 1939 

REo 1 d 2 :20 p. m. 

FOR IMME> IATE AND PERSO~lAL 1'-LIVER:t TO THE ACTING 

SECRETARY OF THE TREASURY. 

'~h£ following information was obtained on tht undEr

standing that it -auld only bE rtocivcd by you and thE 

SEcrEtary and would bE trEatEd in the strictEst confidtno£. 

In the oours£ of my convErsation with Phillips, rEported 

in my 1237, August 24, B p . m., I prEssEd strongly for in

formation rEgarding thE actual statE of t h E British eqco.li

zation fund . Phillips said that counting thE fo rward lossES 

thErt now remainEd 1n thE fund about pounds 180 mill i on or 

gold. If this bE addEd to thE pounda 246 million in thE 

Bank of England thE aggrEgate gold rtoourcts amountEd to 

pounds 40ot million as comparEd ~ith about pounds 

590
1
000

1
000 at thE end of March (s££ my No. 920, JunE 30, 

7 p. m. ) . In supplying thESE figurEs Phillips took pai ns 

to tm~siz£ that at the moment it was the pace that was 

killing. 
KEII!IEDY 

.. 
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CJ 

Seorctnr;; of State, 

Washington. 

12391 A~st 24, 8 p. m. 

PLAIN 

LONDON 

Dated A~st 24, 1939 
I REO d 2 :25 p. m. 

FOR TREASURY FRO!! BUTTERWORTH. 

In thE coursE of his sp£tch in the HonsE of Commons 

':31 

this ~.f tErnoon th£ Prime Minister , after refErring to thE 

rise in th£ bank rate, said that t hErE is in this connec

tion a contribution to be mad£ by British citizEns gentrally1 

thqt thE public can best cooperatE by reducing as far as 

possiblE any dtmands directly or indirEctly for thE purchasE 

of foreign txchangE; nExt by scrupulously obsErvin~ thE 

Chancellor's rEquEst that capital should not at prcstnt 

b£ SEnt or moved out of thE country and final ly, .by holding 

no mort forEign assEts than arE strictly required for th£ 

normal purposes of business. 

KENNEDY 
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ItA 

Stcrttn~y ot StatE 

Washington 

1566, August 24 , 1 p .m. 

FOR THE TREASu'RY. 

GRAY 

Paris 

Dated August 24, 1939 

Rtc ' d 1:05 p. m. 

WhilE thE markEt atmosphErE this morning ls onE ot 

extreme pessimism on tht chancEs ot averting vrar thErE is 

nothing approaching panic and FrancE rEtJa ins calm and dttErminECI 

Tht banks rtport inertna1ng dtme.nd both tor FrEnch bank notEs 

and tor AmErican dollar currency and whilE the franc is under 

slight prEssure thErE is as yEt no approach to conditions 

similar to t hosE during tht Stpttmbtr crisis last yEar. 

StErling is quotEd at 176,72. Tht florin is strong. 

BULL ITT 

WWC:PEC" 
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n o rUtAL.. RISCAVC BANK 

Of' NIW YO"K 

18(e) 
~eJ 

FICE CORRESPONDENCE 

coanoarui. nx.,...u,._ __ 
x.. w. lnoke 

OATW ADIUR 24, 111!1. 

suaJ<CT• TII:LEPBOI& COitii8Ml'IOI !B 
~or aoLMD. 

•r. Hawker called •• at taO& P••• Be bad a b1t or new• tor 

me, a bit or a shock, he ~&1da I aas .. how he1197 thei r lou•• had b

ror t h a paat weelt or mor e, al30 that the 1nternat1ooal situation b ad 

gotten YaJ'7 web worse, ao that olrr1oual7 t here wa a "ery need tor 

thea t o ooosen'e thei r oatiooa~ r esenes . Collaequeotl.7, they ba4 

t hat they co~do't atand t he pr esent pace and ao tomo rrow 

they ~<o~d b e out or t h e markat and lot aterlin& depreci ate. 

r.bon thO)' would co111 e baclc anJ aupport be could not aay at the -ant 

aboYe was t h e decision t1nell7 t llkan. • 
I replied t hat our Treasury had beMl notitiecl or that attp 

attemoon and that t h .,., in tum, bad a dYis ecl me. HaWker 

replied be cuaasecl that aucb but nnerthalau felt t b.et he sbo~d l et 

me know as it . ... ad all wronc t hat t he cantial banks sbo~d not ad<rhe 

other. 

'llbat did I tbiDk the aff ect wo~d b e on t he m1ll'ttat and 'llbat 

the r eaction or our Treasu!Tf What did I pereonally thinkt 

to the traa!!UJ'7' s reaction, I stated, I cou.l d not, ot cour s e, answer. 

resards the lew York 11al'ket, it would natur allY be a terrific ahocll: 

alt hou,ch people had 110re and 110re generally figu red in recent weeka 

t hat aomethinc waa bound to bappm. h to 111 personal !eelinc i n the 

aatter, I felt that restr1GtiOGa u a tirst attp wo~d hna been leu 

o r a llhock to t h e public bare. nat wa a what I ~d r~l7 ha<re 

lllPected \hotJ&h ~ a-re ot the tact that restrictions wou~d not 

... 
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; ., . 
n DERAL RESERVE BANK 

OF NEW YORK 
,...o ,a _.;;!, 

n~:·s:-~e~E CORRESPONDENCE 

COIIFI0!11tUL num 

OAT• .&11JU&t 24, liZ8, 

SUBJECT· 'ti'!LIPBOI'! <XliYU8.AtiOI fiiTll 

B.AH!t OF I!IIOLAI O. L. w. ltnoke 

be very etrecti'l'e in the lona: run. llnerthele .. , I would have t hought 

t hat , considering the great t endon in the international at11oapbere, 

t h qy would haTe coneidered it preferable to carry on with restrictions 

at lea.t until the crash h ad come (if t he r e was to be a crash) r ather 

t han risk giTing Hitler a chance to use this deTelopount as a t'urtn er 

inducement to s t and pat. All this was, or course, my personal opi nion , 

f or m ich be had a sked me; nat ur all7 I had not h ad a ch611Ce n en t o 

discu ss i t with a117body. HaWker r eplied t ht-t all t his had bel!ll con-

• sidered b7 t hem at great lmgth and that t h e above deciaion had been 

t alu.n attar a~oat careful deli beration. The difficulty With restrictions 

was that th1111 could not r eadi ly be t aka'! orr again once impos ed. On 

t he othe r band, i f atter a break 1n sterling t h e .toi'QI should blow 

thq were conTinced t ha t sterling 110uld recoTer in a harry. I 

b1!ll whether be would Tenture a guess as to how far storling might 

Bawlcer said h e bad no idea. 

Be bad no other news tor me except t ha t t h e sailings or two 

boats h ad been cancelled. O.n t he ot her hand, the l!uropa wes 

on its Wit¥ to Southampton and t he Br•en to New York. 
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H . M .Jr: 

Hanes: 

H.II.Jr: 

Hanes: 

H.W.Jr: 

Hanes: 

H.M. Jr: 

Hanes: 

H. M.Jr: 

Ranes: 

H. II.Jr: 

Hane:J: 

H.M. Jr: 

Hanes: 

H.U.Jr: 

Banes: 

August 24, 1939. 
2:50 P.ll. 

I have no speci a l but I jus t - ah - things 
seem to be getting hott er and hotter •••••• 

Yes. 

••• • and I wondered what you knew. 

Well, now first of all I think I better t ell 
you - have you gotten my cablegram about your 
plane. 

Ah - no, it came in a little while ago and he's 
decoding it now. 

All righ~,_well I'll tell you hastily - ah 
the CAIIP~L is t~~ days out of Colb Island. 

Yes . 

She could get there and pi ck you up Sunday -
i f you wanted to come back on t he CAMPBELL. 

Well can I go to Oslo also? 

Well yes you can go to - ah - let me see -
I've got the di stance here from Bergen - how 
far are you from Ber gen, Norway? 

Well we ' re not - i t ' s better to go to Bergen -
yes, I meant Bergen. 

Well Bergen - be's four days and four hours 
from Berge.n . 

Well did you get a clearance from the White Rouse? 

I haven't yet . The President didn ' t get in 
until t wo o ' clock to-day; he ' s just got ten back 
from his fishing trip • • •••• 

I see • 

•••• and he just came 1n a few minutes before 
t wo o•clock to-day and I've got the State 
Department all r ight; that 1s all cleared but 
I haven't bad a chance to get to the White Rouse. 
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H. U.Jr: 

Hanes : 
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Vlell i t will take them that - i t will take 
them long enough to set there anyway. 

I t will t~ke them what? 

Why don' t you have him head for Ber gen? 

Yes, al l r i ght. 

And I'm sur e the President will see that side . 

Yes , ·Nell, Henry , he ' s - he• s only 1300 miles 
from Colb. I thought you wanted to get back 
here quickly, if you were talking about coming 
by plane . 

Well I can•t get from Bergen over unless I get 
the cutter to Bergen. 

I see . 

It•s al l very unsettled but I want to t ake care 
of the f am.lly first. 

'l'hat t s right. All right , well no" Henry. On 
the plane business I •ve ~ot two seats for you 
l eaving Marseille at 8 olclock !londay morning . 

On !londay. 

Yeah. 

I see . 

And that goes from Uarseille down by the Azores 
and Bermuda •..•.•• 

I see . 

• • •• and I- I- they want to know as quickly as 
we can give them an answer as to whether or not 
you want that - ah - those two seat s . 

Well I'll l et the~t I 1 d only come i f war 
broke out. 

Well in case - i f war broke out I don't know 
if you'd be able to come or not . 
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I don't think it would be very good to go 
from there. 

I don•t think so - I don ' t like Marseille. 

No, I ' d cancel that and thank them and say no. 

All r i ght, fine. 

That will t ake care of that. 

Yes, well then you won't have to answer the 
cable - I'll just cancel it. 

Right. 

How t hen we ' ll order the CAMPBELL to proceed 
to Bergen. 

Yes. 

She'll arrive there on Monday, Henry . 

Well I can Just - who will - what will arrive 
there Monday - the Bergen? 

The CAKBBELL. 

The CAllPBELL. 

CAMPBELL will arrive in Bergen on Monday. 

Bello 

Bello . 

I can hear you fine , Johnny. 

Wbat•s that? 

I hear you all right. 

All right, I say the CAilPBELL will arrive in 
Bergen on Monday morning. 

Well in the meantime you can- ah ••• 

I ' ll get the clearance. 

.. 
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I ' d tel1 - I would Just tell General Watson 
what we•re doing. 

That• s right- that 's just what I planned to 
do this afternoon. 

That ' s all right. 

Now everything else- there•s not a thing else 
here that I think that you need to worry about; 
markets, of course, have been Jittery •••• •• 

Yes • 

• ••••• but they1 ve been very orderly. Our bond 
market - the government bond market bas been 
fairly weak but it ' s not as weak as - I mean 
we ' ve had a break of one and a half points to-day 
but it's been a very orderly break. 

I see. 

And things are, I t hink, in pretty good shape 
all around; I don• t think there ' s anything for 
you to worry about other than getting yourself 
home. 

Well, as I say, I want to take care of the family 
first and then see When I can come i n but I 
010uldn' t want to go down to llarseille. 

No, all right fine- well that•s the - it was 
impossible to get on the plane leaving Southampton 
on Wednesday. 

Wel1 let t s try for tha t one next. 

The Southampton Wednesday? 

Yes. 

I ' ve asked him to save - to catch the first 
cancell ation and hold it fol' us. 

All right, now as long as I've got you on the 
wire, do you want to ask me anything? 

.. 
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Wait just a minute . (Aside t o group: Do you 
want to ask him anything•?) I don't believe 
ther e ' s a single thing Renry i we ' re all in good 
sh:lpe here; Danny says he wants to talk to you 
just lor a second. 

Well I 1ve got plenty of time. 

Danny was just talking about conferences that 
we•ve been holding here for the last week over 
at the State Department that has to do wi th the 
general subjects - financial subjects - all of 
which we covered last spring pretty thoroughly and 
we•ve just been renewing those confer ences and 
holding another one this afternoon with Welles• 
office. 

On what • • •• 

That• s just on the financial picture - overall 
picture. 

I see . 

Just like the ones we held last spring, you 
r emember? 

And they ' ll be held in my offi ce ? 

That • s right . 

Well who all was over at Welles ' office? 

That•s State, War and Navy, Treasury and Justice. 

I see. I see. And who goes over there from our 
place? 

Danny and Herbert and myself. 

You all went over? 

Yes . sir. 

I see . 

So we ' ve got it all in good shape, I think. I 
believe everything i s moving along smoothly. 

~o ,.,......,. 

.. 
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lfow what else do you knowt 

Well I don' t know anything else other than what 
you see in th.e papers and the dispatches that 
we•ve been sending you; the thing bas looked very 
bad. 

Yes. 

We don't know anything more than the dispatches 
that we've been sending to you and I fuess you've 
been getting t hose right along, haven t you? 

Yes, they come along i .n fine shape. 

Yes. Well t her e rs nothing new, we don•t know 
anything EDOre. That - that treaty that was s i gned 
between Russi a and Germany, of course, wasn• t any 
good news from that. 

No. Bow are you betting, Johnny, on war? 

Well the betting here i s two to one on. 

Two to one what? 

On - on. 

On. 

Yes. 

I see. I s ee. 

We are not making any commitments on the September 
financing and we t re not going to; we• r e Just going 
to bide our time and watch until next Friday. 

When i s the deadline? 

The deadline i s Tuosday- that's t he dey after 
Labor Day. 

Well when would - oh, you wouldn• t make the 
announcement until When? 

We 'd make that on Thursday 

... 
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Of this week? 

No, i t would be Thursday, the 7th. 

Oh we•ve got lots of time. 

Yes. 

I mean you don ' t make the public announcement until 
the 7th? 

That• s right. 

Oh ~ heavens. 

So we•ve got plenty of time and we're not doing 
anything about that except sitting tight for the 
moment. 

All right, well then, Johnny, you tell Coast 
Guard to shove the boat towards Bergen, see? 

All right. 

And I would just 
what we •re going 
be any trouble. 

tell - I •d simply tell Pa Watson 
to do a nd I'm sure there won ' t 

All r i ght now f ine. Wait just a minute - Herbert 
wants to say a word to you. 

All right. 

Bello Henry. 

Bello Herbert. 

Bow' s the family? 

We• re all tiptop. 

That•s fine . Just after you left, I put that 
thing about the cutter up to Pa Watson thru 
Kannee and I got word back that Pa \'Iatson said 
he would not talk to the President about it; that 
we should decide it for ourselves . 

Well then why bother the President? 

.. 
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So I don•t thi nk there ' s really any real necessity 
for taking i t up w1 th him at all again. 

Well then I wouldn' t do it. 

All right. The only thing at all new to-day 1s 
that the Presideht sent to King Victor Emanuel an 
appeal - of Italy - asking hill to use his influence 
for peace. 

I see. 

Hitler i s back 1n Berlin. 

I see. 

Are you able to get the news from the Swedish 
papers? 

Yes I get it from there and Butterworth telephones 
me every night and so does Heath from Berlin. 

Yes. Shoul d we give you more than we•re giving 
you? 

Give me all you can in the cables. 

All right, anything else? 

But I ' d like t o know more about what they say and 
what the St ate Department t hink. 

Yes. All r ight, we ' l l give you that 1n code and 
the other open. 

You told Pa Wat son after I lett about this cutter, 
did you? 

I did. I told it to Kannee because Pa Watson was 
away that day - at that t ime - Kannee called me 
later 1n the day; said I talked to Pa Watson -
Pa Watson says he will not put t hat up to the 
President; that•s something you should decide for 
yourselves - do as you see fit; I will tear up my 
memorandum and you forget that you called me. That 
meant to me that he•d taken it up With full authori ty. 

.. 
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Well my own impression would be - if I was there -
I wouldn't bother the Pres i dent. 

I think you•re right . 

Vlhat? 

I think you 1 re right; I think we shouldn' t bother 
them again. 

Does Johnny agree? 

Johnny agrees. 

Am I on the loud speaker? 

You are. 

Well t hat ' s good . 

Yes. 

!low - ah - then I wouldn • t bother him. 

All right, here•s ~obnny he wants to talk to you 
again. 

Henry, I was just goine to walk by the White House 
and Just say hello to Pa Watson who has just gotten 
back and t hen I was go i ng to mention to him casual l y 
tha t we are going ahead with these i nstructions for 
them to go up there and get you, you see? Just as 
a matter of course - not make any point of it at 
all. 

Tbat•s all right. Now I ' m not at all sure that 
~ • 11 use her , you s ee? 

Oh yes, sure, I see. 

I simply feel if she was within a day or so out 
there it would be an ace in the hole . 

That's right - tha t •s right. Well we ' ll keep 
you posted by cable also of her "hereabouts and 
she ' ll notify you when she gets within striking 
distance of Bergen. 

.. 
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Hello. 

Yes. 

I don't know whether they have the news there 
but the is closed. 

Yes, we have that information. 

I 1ve had that tor three days now and also they ' re 
English submarines east of Denmark on the other 
side . 

Yes. 

Did you know that? 

No I didn' t !mow that. 

And- there•s a rumor here tonight which has not 
been confirmed that the parley between Sweden and 
Germany has been cancelled - no more communications. 

Is that so. 

That's what a newspaperman told me here but I don•t 
know what -he said it was just a rumor. 

Ye~, well now it there's anything at all develops 
here we'll send you this week-end but don't 
worry about anythi.ng here unless we get word over 
this side - we ' re not. 

All right, well I'll tell you - I'll call you again 
to1110rrow. Are you going to be there tomorrow nening? 

Yes sir. 

You•re going to stay on deck, aren' t you? 

Right - all the time - they can get me - the operator 
has my number all the time. 

Ylell I mean are you going to stay in Washington 
tomorrow? 

Yes sir, I'll be here right straight on tbru. I 
don ' t think I ' m going toleave tills week-end at all 
the way it looks now • 

. -
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Well I•d feel better if you didn' t , Johnny. 

Well don ' t worry I won 1t. I f there 's any reason 
in the world why I should stay here I ' ll be here. 

Well I'll put in a call when I get t o Oslo tomorrow. 

All right, fine. 

I •ll cal l you when I get to Oslo . 

All right , f i ne. Your operator here will know 
where I am all the time if I ' m in - I mean I ' ll 
be in Washington but if I 111 not in the Treasury 
she ' ll know where I am. 

I think the way the things are it would be better 
i f you stayed in Washington over the week-end . 

Ylell I ' ll do that . 

Yes . 

Now wait a minute Herbert wants to say a word to 
you. 

If you approve, we •ll order the CAMPBELL to-day to 
proceed full speed for Bergen. 

That• s right. 

O.K. 

As long as Danny' s there l et me say hello. 

Yep. 

Hello 

Bello Dan. 

I t ' s nice to hear your voice. 

Bow are you? 

Pretty good. A little jittery but then we•r e 
all well - on t he job. 

.. 
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Will it be a long or a short or a medium one? 

(Laughs) Well I guess we ' ll have to call it a 
a medium. 

You ' ll have to call it a medium. 

Yes. As Johnny told you t he market has steadily 
gone down but they considered in Uew York that it 
is orderly. The dealers have been on the job con
stantly watching it and discouraging selling . 

Is Eccles involved? 

What's that? 

Is Eccles 1n town? 

Uo he 's out of town but Ransom and his crew have 
been to New York two days this week .•••.. 

Ah- ha. 

..•. . !llld t hey are in close touch with it as we 
are with them and we have an agreement that if 
we go in at this time it will be a 50- 50 but on 
a rather small scale, t aking care of the small 
fellows and not the big ones but the big people -
the big bsnks are not selling and they say that 
if there ' s a~y chance of the thing leveli ng out 
there ' s a lot of money tha t ' s just waiting to 
come in for bar gains so that if this thing clears 
up you can expect the market to go back u p with 
a whoop, I think. 

Vlell I " ish I was back ther e and could help. 

Well we wish you were here too but don ' t worry 
abou t it . 

All right. 

O.K. Bye- bye 
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Hello 

Yea Johnny. 

Arob1e7 

Yes. 

August 24, 1939. 
4:12 P. J.I. 

You're familiar with th1a twelve t hirty-seven. 

That' a right. 

Frank Dietrich told me he' d mall 1t to you. 

That's right. 

Have you got any oomcent nov, we're Juat sitting 
here , Herbert Gaston and Danny Bell, Frank Di etrich 
and ayself, we've Jus t been over tb1s cable and it 
reads to us as though this 18 information 

Yes, in other words t hey're 

It ' s an accomplished fact . 

- any Questions they 1 ro t olling us t he facts. 

.. 

Yes, I say it's an aooompli ebed toot and they're simply 
saying to us this i s what we ' re goi ng to do . 

That's right. 

Nov clearly, should ve cake any answer or should we 
tell Butte~orth we have no oo~ent to make . We 
regret th1e move of course but we have no further 
oocment to aake. 

I think that's t ho eateat thing because or course 
it ' s water over t he dam. I ' m terribly sorry t hey 
didn't try to use exchange control but that - 1t ' e 
too late , I mean they're not goi ng to- t hey've 
made up their minds. 

Yes . 

The only tb1ng I - the t hing that I' m thi nking about 
1a tha t t o110rrow we're going to be asked about the 
tripartite agreement . In other words t hey haven't 
mentioned that but t hat' s t he i mportant thing. 

Yea. 
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Is the tripe.rt1 te agreement st111 in effect. l>ow 
my personal feeling 18 tha t we shouldn' t let t he 
tripa.rt1 te slip out jus t now. 

1:e11, that's what we all teel. 

Yes. I mean in othe r words we could take t he 
a ttitude that this 1S an exceptional time juat no1·1 
and ~1e 1 re reviewinu the s itua tion. In t he meantime 
the tripartite will cont i nue . 

Yes . 

But I' ~ Just thinking ahead about what' s goi ne to 
haypen tomorrow. 

Yes. 

Because tcerc ' e nothi ng fir= about it - tte re •s no 
doubt , I mean they 've ac t ually onde their deci s i on 
on it, and noth inG we ' re goi ng to say i s goi ng to 
change it . 

Yes . 

But I think tho.t >~e should j uct simply tell Butter
worth t hat ~1e regr e t very much t he decision nnd not 
make any more cor•llllent on i t . 

Yes. That - I thinlt t hat Jibcc with everybody' s 
opinion here t oo , Archi e . 

Yes , and I checked here. I talked it over with 
Governor ?.arrison. 

Yes. 

And he reels t~~t there ' s nothi ng - I mean it ' s Just 
a statement, he said the sane t hing. He said t hat's 
t he eai'est. 

Yes . 

Of cour se it ' s- I don 't say i t takes us e.ltogeth~r 
b y s~rise except, frankly, I thought that they' d 
use exchange oontrol, even if they also let exchange 
drop. 

Yes. 

But they're not going to be able to sway thee, of 
course t tey ' ve got - it ' s a very realistic viewpoi nt 
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they' ve t aken ot it, that it t he thing goes back, 
the prices come back, they' l l let sterling run back. 
Now that's going to be a ques tion how t hey live up 
to it. 

Yes. 

But there's nothing certain t hat I can sea t hat we 
can do. ~le can ' t tell t hem you can't do it. 

No. 

And we certa inly can't truot t hem. I don't think we 
can trus t t hat t ha t ' s t he end ot t he tripartite, 
because I th ink t hat some -

I' 11 •• •• • • •• • . 

- t he State Department's viewpoint or gener al 
point t hat was the l ast t hing i n the world we 
to sha.l{e . 

That's right. 

view
want 

So I think we, it look& t o me as it we ' re going t o 
have to swallow somet hing , tor n ehort time a t 
least. 

Yes. All right Archie, I Jus t ltanted to cheek with 
you and mnke sur e that we all telt alike about it. . . 

... 

Yea . So I ' ve been studyi ng over here. Ot course 
tomorrow t he e xcca nge i s go i ng to drop ou t . The 
tund is no t goi n@" to be in t he oarket· on t he exchange 
on sterling. I don't know yet what France wil l do , 
Whether France - ot oou.r ae t hey said t hat wha t they' r e 
going to do i s to wntch it a little while. 

Yes . 

I presume that' s probably about t he only way we can 
do i s also wat oh 1t slightly. But on the other 
hand I di dn't know but whet , whether you t hought 
it better that I como on dolm tonight rather t han 
staying here. 

\~ell I don ' t know Arch , I don't know wether it' & -

I leave that to you. I think as long as you're 
t here, we ' re all in close touoh anyway, oaybe it 
might be a good i dea t o have somebody t here i n 
l:ew York. 
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\/ell , I th1nlt I' 11 leeve -

I ' m Just thinking out loud now. 

Yes . \/ell , here ' G 
way here . ! don ' t 
up, 11hether or not 
dolm the re or not , 
any 

t he way- ot course 1t ' s t h1s 
knoll t he wa~ the newspapers play 
I ' d be more vulnerable 1! I was 
but on the other hand 1! t hc t•e ' s 
1t 1 d be better for oe . Yo u see 

I can just ta.'te t he tra in righ t down. 

Archie? 

Yes. 

Herbert Gaston says put on false whiskers and cone 
on do"~~r-n . 

All r i ght . '.:ell, ! ' 11 tell t he absolute truth. 
! f eel t hat I mi eht be all right up here but if 
somet hing came up it ni~ht be a lit t le diff1cult 
if I 1 m not do~rn in '.lashington . 

All right . Fino . Co··,o on. 

0 . K. ! ' ll be do 1m w1 th a full se t . 

7haro: you very much. 

o. ::. 

Goodbye . 

Goodbye . 
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Aug. 24, 1939· 
4:22 P. !-! . 

Herbert? :?11 
Yeo. 

Hew are you? 

I 1 1t tine. 1'/ho 18 it? 

John Hanes . 

Hello John. 

Herbert, we ' ve just been st udyi ng over t hi s cable 
No. 1237. 

Right. 

From Butterworth. 

Ri ght. 

And t hi s i s a.n accompli~led tact. They ' re jus t 
notifying us of eomethi ne t hat t hey have already 
made up t heir mi nds t o do . 

Praotice.lly. 

And t he market ~1111 be open t hr re 1n another c1x 
hour s. So I don 't sec t hat t here's anything t hat 
we can do except jus t sa y t o Butteruor th no co~ent. 
lie ' re sorry t hat t hey've t al: en t his step » 1 thout 
consulting the triparti te. 

Well, I think- I wouldn't say ve •re sorry - I ' m 
f i rmly conVinced J ohn t hat t hey've got to do i t . 

Yes . 

Every report tie get here -

\·iell I t hink we are t oo. 

And I think i t' s in a sense wise t hat t hey should 
do it . 

Yes. 

I t hi nk - I euggeat we avoid t he words that t hey're 
sorry and r eally say t ha t ' s it damned short notice . 

( laughe) 

.. 
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!right have expected -

Yeo . 

Longer notice . 

Yes . \~ell, will you tnlte - Hill you send the 
message back tltrouch to ButterwortM 

Suppose I cl.o thiS . 
hand at a draft and 
him to read i t baol~ 

Yes, >11ll you? 

Yes. 

All right . 

Suppooe I ask 
read it back . 
to, yoursel f ? 

Liveey t o try h i s 
tll:o do you want 

All right, we' ll have it l<ithin s half hour. 

Thank you. .. 
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PAP 

Stcrttary of State 

Washington 

RUSH 

1248, August 25 , 2 p.m. 

GRAY 

LONDON 

DatEd August 25, 1939 

R£c'd 1:05 p . m. 

FOR DILTI>IATE D£LIVERY TO 'lEE ACTING SECRETARY OF 'lEE 

TREASURY, 

I took up tht matters mentioned in your 686 and 667 

ot August 24 with Phillips and charactErizEd your comments 

as constituting an ad intErim repl y . on tht point of thE 

shortnEss ot timE I had yEstErday rEpresEnted strongly th.1s 

consideration to him ond today he again reiterated thE 

pressing nature or the situation and save me his word 

that thE decision had not been reached until ycsterday. 

went on to point out how rapidly thE gold loaats ot th£ 

Br~t1sh fund wErt rising culi how thEy had ltaped up from 

\ 
say pounds 7 (<>) ptr day towards tht tnd of last wetk to 

pounds 16, 000,000 yesterday. Ht emphasized "that it is 

the pact that kills". Be also rtftrrtd to thE nature of 

thE French reply about which I have also cablEd. 

Be 

As rtgll_rds his rEftrtnct that forEign bo.lnncts wert 

not far off tht 1931 level ht said that thEir computations 

indicated 

.. 
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indicated that a couple of days ago they wert within pounds 

80, 000, 000 or tht low of 1931. This computation includEd 

'~all sorts of assets" and thErEforE was admittedly subjEct 

to cons!dErablE error. As you know and as I havE reportEd 

previously Phil ipps is always sceptical about thE foreign 

capital figures which thE Bank of England is ablE to gtt end 

compute , HE also showed mE in strict confidencE the diagram 

supplied him by thE Bank of England of thE trend of all 

foreign dtposl. ts in London (which nlso contains ascertainable 

foreign holdines of British Government securities) . ThesE 

ohow a •;rand total of pounds 475 , 000, 000 on January 1, 1938, 

pounds 512, 000, 000 on January 1, 1939 and ltss than pounds 

400,000, 000 at the End of May . IncidEntally in January 

1938 tht French figure was about 100,000, 000, thE composite 

Belgian, Dutch and swiss figure pounds 75, 000,000 and thE 

rest of EuropE pounds 90,000,000. At tht End of April 

the rrench bt~an to co down heavily, soon aftEr followed 

by tht dtlgian, Dutch and Swiss and towards the End of thE 

summtr the rtst of EuropE followed . In January 1939 the 

French stood at pounds 65 , 000, 000, Belgian, · Dutch and Swiss 

undtr pounds 50, 000, 000 and thE rest of EuropE pounds 

70, 000,000 . Until this summEr tht Btlgian, Dutch and Swiss 

was rathtr stablt but the French and thE rest of EuropE 

continued 

.. 
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continued downward , i promised that thtat figurEs would bt 

t r eattd in a sptcial and thorou;Vlly confidEntial r, ·•nncr . 

As rEgards thE British plans in thE cvtnt of war for 
(of?) 

purpos£3 ~:clarity I rEad to Philipps paragraphs numbErEd 

on£ and two o~· my t ElEgram No . 428 , llarch 31 , 6 p .m., and ht 

confi~Ed thkt they accurately rtprtatntEd tht situation. 

rn this conntctio~ may I makt a suggEstion that if and whEn 

Great Britain GOES to nor wE 1~Ld1ntEly takt stEps dzfinittly 

to ascE,•tain trt 3ritis!-l Treasury'" intentions. ilaturally our 

position would bE atrongtr if \1E prohibited thE import of 

gold , ao did ::lwtdEn in tht last war , EXCEpt under licensE . 

Philippa confir mEd that thEy wert dEfinitely staying 

out of thE markEt but hE s aid that t hE FrEnch fund had 

bten buying sterl1n0 heavily although they wzrE being 

accorded no facilitiEs for car- marking gold . HE was ob

viously encc:>.ll'l>gEd by the mannEr i n which thE rat£ was 

holding up a.l·i rEitEratEd that it \IOuld tokE a couplE of 

days beforE t llE r13 t in the Trensuri bill rat£ had the 

d eairEd e ffect , I asktd him about tht tripartitE monetary 

agrEtmtnt and hE said that ht considered tha t "i t remainEd 

thcrt in princi pl e" . 

KENNEDY 

HPD 

(•) Appnrtnt omission. 

.. 
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CJ 

Secretary of St~tt , 

W.loh1ngton. 

12491 August 25 1 5 p , m, 

PLAIN 

LONDON 

Dnttd August 25, 1939 

Rto ' d 12 :15 p . m. 

FOR TR£ASURY FROM BUTTERWORTH, 

One or t hE Directors of the Bank or England "ho had a 

talk with Ho~tasu Norman yesterday g&in~d thE 1mp~ession 

that the Govcrncr had betn advocating for ~omt time a rist 

in the bank rate , and that it was only yesterday morning 

t~t he was able to persuadE the Treasury to take this sttpo 

Norman, as the official responsible for the working of the 

money market, took a fiscal view of thE situation - that the 

interest rate hnd to beer some rea rmbl once to thE measurE 

or the hazard or risk, in order tha t the mechanism of thE 

market shou.1.1 continue to function , so tblt Longs ns •ell 

o.a Shorts co ... ld be placed ; in othEr words , it •ns necesso.ry 

to mnkt o rnorkEt bcccuse n market 1o neededo 

Thio morning ' s press makes it oltar that the step was 

a complete surprise to thE City, especially becausE thE 

Bank or EnGland had bEtn a free buyer of bills at rates 

of from 9/16 to 13/16 percent in the two previous days. This 

had 

.. 
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had madt a dtpsrturE from the chl:ap money policy seem 

unlikely. ThE markEt was bEwildtrtd and thEre wne at 

first acmE criticism sino£ tht step would i ncrease thE 

cost or Ooverrunent borrowing and would not attrect foreign 

fUnds or chEck an outflow and oould, thereforE, do littlE 

to help att7l1ng. The City Editor of THE TINES poi.nted out, 

howtver, that it would makE speculation mort costly, 

(Incidentally, it should bt noted thnt bEcnust or the 

timt - lng in ~E tfftet Of thl: SQUEEZE ~n SptculntivL for

Eign txohnngE Opornt iona , thE dtg:•tt of curtai lm£nt of 

bt~r opercti~ns o~ stErling is not yet evidEnt, 

Tht lending finencinl writtra ' more considtr~d viEws, 

whioh appeared in this morning ' s press , ind!cetE a real i

zation that thE monty market situation bas c~angtd materially 

since StptE::Ibtr and that the tra or chEap .:onty was in any 

cast rapidly coming to an end, as armantnt activi ty increased, 

full emplo~znt approachEd, and i nterest ratEs showEd a 

rising tendency, 

In thE words or a rront page article in thE FINANCIAL 

NEWS "investors wErE fEttring n ptrsiattnt risE in intErESt 

rntts<~ l><wihiob would hcunptr public S\lbsoriptlons to lonna . 

With thE stc.b!.hztttion of the onnk r a tE nt 4 per cent n 

slow but ptra~attnt and, therefore , disturbing risE in 

interest ratEa will bE avoided, " This pnper also EmphasizEs 

thE 

.. 
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the desirability of nn ott1o1nl indiontion that 4 percent 

is thr final lrv£1 nnd not nn intrrmcdintr step to higher 

rntrs . Discount rates ycstrrday went to levels indi cating 

fEar or a fUrthEr incrcaar in bank rate , September, 

October and NovEll1btr Treaeury billa bEing quoted at s, 
3t and St p•r cent, respectively, while S months drafts 

werE finally quoted at S S/4 - S 7/8 and alx months 

paper nominally at 4 to S prr oent . 

Todaya ~rssury bill tender avcrag-.d a rate ot 

~ 14S 4-l/ZD as compared with 15S 7 ,J9D last week. 

KENNEDY 

ALC 

3!4 - f' 
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Secretory o! St &tc, 

Wo.shing~on . 

RUSH 

12531 August 25, 6 p .m. 

PLAIN 

LONllON 

D&ttd AugMs t 25, 1939 

Rtc 1 d 12 :' 0 p , m, 

i."'R Il''>C::JIATE DELIVERY TO TEE ACTI NO SECRETARY OF 'l1HE 

TREASl1\Y: 

Lc Norcy, Acting French Financial Attache , call£d to 

SEE me to ~s l< a bout our attitude , In turn,hc showed me t hE 

not£ which hE ia presenting to thE British Treas ury in 

which Reynaud congratulates Simon on deciding not to imposE 

exchange control and expressEs appreciation of thE British 

attitude , I t points out that it is important that thE 

pound rEach an equilibrium point and r cJervts the right 

to take corrEsponding swift action for the franc . It notEs 

that no mention was madE of thE TripartitE AgrEtlii.Ent end 

ito accompanying tEchnical orrongc~cnts end wh i ch it hopes 

still hold good , 

I told LE Nor cy thnt I could not tell him whet my 

Oovcrnm£nt ' s a ttitudE was bEcnus £ tht telegram deal i ng 

with this wcs still being decoded. Ht c skcd m£ for my 

p~:· sonnl 

.. 
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pEraon~l opinion which I gave him Emphasizing that it was 

purely pErsonal, that thE noticE had been ExtrEmEl y Short, 

which point inci dEntally I had prEsSEd Philli ps about 

yes t Erday, I told him that whEreas I had quEsti oned 

Phillips dEcidEdly about thE Efficacy of dEpreciating 

sterling at t~s time , the dEsirability or otherwi se of 

thESE tactios would surely i n thE last analysis dEptnd upon 

thE duration of thE crisis pEriod, If tht period proved 

long thE Uletic~ would no doubt bE considered justified, if 

short , not , Lc Norcy said thio correspondEd with his views 

and that of tb£ FrEnch TrE~sury, HE askEd, did thE United ' 

Stotco conoidEr the Tripartite Aar£EmEnt as in Effcct and 

I said that until I hEard to thE contr ary I woul assumE 

that it w~a, HE elao askEd about thE quEstion of thE com

petitive advanta gE sterling would rEceivE from bEing depre

ciated and ! said that speaking pcroonally I fElt thE 

question hal•dly arosE during a fEW daya of acutE crisis but 

that when t hE cri~is tcminatcd thE quEsti on would no doubt 

come up anu bE c onsiderEd in the light or thE thEn c ircum-

a tancra , 

I took occa3ion to tEll Phi llips in my intErview with 

h im of Lc Norcy ' s call and of this question and of my 

answEr thErE t o, 

KENNEO'i 

ALC 
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Srorrtnry of StatE , 

Wnsh1ngton. 

1261, August 25, 9 p . m. 

PLAIN 

LONDON 

3!4- I 

Dated August .25 , 1939 

Rto ' d 2:30 p. m. 

FOR TREAS TRY FRO II BUTTERWORTH. 

ThErE was practically no businEss on th£ Stock Ex

change today, though many quotations closEd slightly up 

on l ost night ' s closi ng. 

With thE support of thE ExchangE Equalization account 

withdrawn thE first businEss in stErling was donE a t 4 . 59 

nf t Er whioh .thE ratE f£11 r apidly to 4 . 35 but whEn NEw York 

opened and provEd a hEa vy GEllEr of dollars stErling WEnt 

to 4 . 46 end lctEr sEttlEd at 4 . 42 whErE it rEmainEd until 

thE la tE aftErnoon. On REuters r Eport thot thE British 

Ambcloaador bad bE:En sEnt for by Bitltr which was intErprEtEd 

not ns a possiblE ultimatum but as a possiblE way out togEthEr 

with th£ rEport of Japan ' s protEst stErling closEd at 

4.49 . TurnovEr substantial EspEcially towards closE . 

151 ba::'ll of gol d wErE sold at thE fixing at l50s . 6d. 

which rEprEsEntEd a discount of 2• 9d all thE gc; .l bElng 

forthooming from thE narkrt . AftEr fixing dEalings WErE doru: 

at 15la rE prEsEnting a diaoount of 4s lld dishoarding 

contlnUEa o 
KENNEDY 
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J'ROII: harlcan Zllbaee)', Parte, P'ra.nce 

DATE: Augu.t 2&, 193g, 2 ~ a. 

10. s 1580 

RUSH. 

FOR 'l'HE TREASURY DEPARTMEN'l', 

"' ... • ..... ~ .J 

Reference 18 made to telegram& Noa. 16&8 ot Auguat 23, 

7 p.a. , and 1662, Auguat 23, 1111dn1ght, troll the !!mbaU)'. 

At 11idn1ght Ruatt called Xatthewa to tbe finance 111n.1atr)'. 

!'hera he vaa conterr1ng with Reynaud, J'ourn1er, and other 

Bank ot Prance ott1c1ale. Ruatt read to llattheva the eolia

What garbled text ot a telegram vhich the)' had raca1Ted 

trom London, stating that the J'rench J'1nano1al Attach' had 

been called in tonight by the Br1t1eh authorities - and 

1t 1a presumed that Butterworth vaa alec present. !'he 

Attaoh6 had been told that the Br1t1ah had decided no longer 

to auppcrt the pound 1n T1ev ot the extre111ly heaT)' loaeaa 

ot t ba put rev da7a. The telegraa atated that tor tha 

acaant the Br1t1ah were taki.ng no tcraal aeaaure ot exchange 

control, though ot couraa the author1t1ea vculd continue 

to keep atr1ftt aur.a1llanoe oYer tranaaotione 1n exchange. 

Re~t vaa expressed by the Br1t1ah that the)' had not been 

able to ha'fa pre'f1oue ocneultat1on. It 11 euppoaed that -· tull cable report 1a baing aant )'OU b)' Butterworth. 

Xattheve vu aaked b)' Ruett whether tha !abase)' had aa 

)'It heard troa Yaah1ngton aa to )'Our reaction, and ea1d that 

ve had not rece1Ted euoh word. Re)'naud 11 nov ooneult1ng the 
r .. t or the J'rench Gonrnaent u to the nature ot the repl)' 

.. 
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to be 11&4e, Jluett oa14, P4 at 91:!0 th1a aorn1ng, he proa1ae4, 

be will ehow ua a oopr ot their r eplJ, 

!o4ar the Br1t1oh loot 10,000,000 poun4a, aocor41ng to 

Rueff, On the liTeral priTiOua 4aJO Oia1lar lUI were loot. 

END or KESBAOI:. 

BULLift. 

U tL'IIf 

... 
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SEcrEtary of Stat£ 

Washington 

RUSH 

GRAY 

Paris 

DatEd August 25, 1939 

REo 'd 9 :20a. m. 

1583, August 25, 11 a .m. (SECTION TWO~ 

"WE havE j ust rEc£1v£d a communication from thE 

British GovErnmEnt which informs us that thE stabili

zation fund is Vlithdrawing from thE markEt. 

WE havE only bEEn ablE officially to acknowlEdgE 

to thE British GovErnmEnt rECEipt of its communica

tion adding, howEvEr, that although it makEs no 

mention of thE tripartitE agrEEmEnt wE bEliEVE that 

3~ 4- L 

that agrttcEnt is still in •ffrot and that thE t£chnical 

provisions dEriving thErEfrom arc not modifiEd. 

WE bEli£vE that in conformity with thE tripartitE 

agrEEmEnt and thE contidEn~t which inspirEs our r Elations 

WE should ini'orm you tln t i n thE prEsEncE of thE dis

turbancEs this dEcision will lEnd to on thE ExchangE 

markEt , wE havE had to rtstrv• thE same 1 ibtrty of 

action f or thE fixation Of thE ro.tE Of thE franc" • 

BULLITT 

WWC:I!PD 

Regraded Unclassified
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PA1!4PBBASI, IIIO~IOU fllllD AND JOII\ , Hl&GIWl •o. 1~ 
OP AUGU8! 25, 19:51, J'llOII 11m Alii:IUOAII lllBUSY, P AJlUI 

Then Rueff reaarked that it vaa oD17 at 8 o 'olook laet 

enniDg that the Bri t1eh had 1nto1'11e4 t he rrenoh, and had 

s t ipulated that t he neve ehould not be eent to Par1e b7 

telephone; 1t vae 11 p.a. before the t elegraa vaa reoe1Yed 

and deooded. I t oould hardl)' be ea1d that th1e vaa 1oon

eultat1on1, but Rueff added that the Frenoh OoYernaent had 

no option but to reeerYe libert)' of aot1on ae etated aboYe, 1D 

Yiew of the auddenne•• of the aot 1on. Be UDderetanda that 

there will be continuation of purohaaee , ealee and oonYereion 

of reepeotiYe ourrenoiee b7 the !ripartite partner•• 

~~ 11orniDg, he t old ue, the frano rate vae quoted onl)' 

•a l ittle higher• than the ,quotat1on va l heretofore. 

Rueff eaid 1t vae t oo earl )' t o eee wbat the ult1aate 

etfeot of the Br1t ieh aot1on Will be either on the pound 

or on the trano. Be eaid t hat fllture deYelop-nt s would 

deteraiae th1e, of oouree. 

At the preeent aoaent, eterU.C 11 be!Dg boliSM b)' 

the B&Dlt of France at 178.e8 and offering• are onl)' in aod

erate aaounte. !here ie ae 71t no definite kDovle4ge 

on the aarket of the British deo1eion. BoveYer, in Yiew 

of the faot that dollar• are not be1Dg quoted ia London or 

(OIIiee1on) and the faot that the Britieh oontrol ie not 1n 

t he aarket, it ie euepioioue. 

Dll llUSAR. 

BtiLLlft. 

IA:LIIW 
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RUSH. 

Aaor1oan ~uo7, Par11, J'ruoo 

Ane,ui 26, 19:19, 11 a .a. 

11183 

FOR THE TREASURY DEPAR!MENT. 

' 

Reference 11 -d• io hlogru lo. 1080 of Augu.t 26 

troa tho J:aba .. 7. 

!hie aorning Xaithewo vao rooo1Tod b7 Rueff, vho 

ea1d that ReTD&ud had 1notruohd h1JI to gin Xatthewo 

a ••••ago, aDd proceeded to read a oiatoaont, a oop7 of 

wh1oh wae given to Katthevo and whioh roado ao follow• 

(1n trane1ai1on)l 

E11D SJ:cl!IOI OU. 

BtJLLI'!"f • 

U:LQ 

.. 
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l'IIOM; Aaer1oan Embuey, Par1e 

DATJ:t A~t 211, 6 p . m. 

10.1 11190 

roR 'l!lll: !II&AliURr 

8eot1on 1. 'l'h1e arternoon Paul Re;rnaud 1Drormed ua 

that be thought the Br1t1ah idea eoanbat eltetohy, of 

what oonetituted ooneultation under the tr1part1te 

e.gre ... nt . He 1e of th1e op1n1on beoauee the telegraa 

Wi.oh 111rol'1Ded h1a of the Br1 tieh GoTernaent 1 a deoi a1on 

not to adopt exobange oontrol, but to let the pound 

eeek 1 te own lenl wb1le applying certain aeaii\U'ee of 

exohange reetr1ot1on, had only reaohed him late laet 

evening (ae wae reported 1n Embaeey telegram No. 158~, 

dated August 211 , 19~9, 11 ·~•·>· Aleo, this telegram 

had merely 1ntol'llled him of the deo1a1on wb1oh the 

Br1t1eh GoTer11111ent had alreadJ' taken. 

Paul Re7naud ea1d be had made a pol1 te replJ to 

the Br1t1ah GoTer11111ent 1 s unilateral aot1on. In order 

to keep up the eemblenoe of real oooperat1on, he hoped 

that the Un1ted Statee GoTernaent would also pretent 

that 1 t had been 111rol'llled 1n adT&noe. 

8eot1on 2. Aooord1ng to hie pr1T&h opinion, 

the aatttr had been fooUehl7 han4led b7 the Br1 thh. 

'l'he7 would han had a obeap aone7 an4 a etrc.ng one 

whioh would han drawn gold, had the7 abol1ehed all 

114- 0 

reetr1ot1one 
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r .. tr1ot1ona 011 gold export& IIJld aiJNl ta~~eouel:r &topped 

operat1one ot the ata~1zat1on tund, aDd let the pound 

drop w1th a reaound1ng tbud to a Ter;r low po1nt 1ndeed 

and then pegged 1t there. In h11 op1n1on, ,.,.,,.. 

l't rtw,._.. a oont1nued tl1ght fro• the pound would be 

oauaed b;r the reetr1ot1one et1ll praTa111ng on the ex

pOl' t& ot gold aDd tuture exchange traneaot1ona. 

8eot1on :5. HaTing been confronted w1 til the de-

o1a1on ot the Br1 t1ell, he had been obl1ged to aalte h1e 

own deo1a1on 1n regard to the trano, Re:rnaud a&1d. 

In deo1d1ng that he would perm t the trano to follow 

the pound at a oerta1n d1atanoe 1n order that persona 

who exchanged pounde tor tranoa would aake a al1gllt 

prot1t, he had had no hee1tat1on. It he had the re

eouroee, he would t1e the trano to the dollar, he added. 

BoweTer, ehould an:r auoh oouree be taken, people would 

lin ow that the trano could not be aa111ta1ned at 1 te par1 t:r 

ot :r .. terda;r, 111 the taoe ot war. lpeoul.at1oll eg&111at 

the tr&Do IIJld a oraall eTentuall;r ot the tra~~o would be 

the reeult. J'or the prel8nt, the OoTel"lllllent ot J'ra~~oe 

hae no 1ntent1o11 ot 1ntroc!U.o1ng an:r lt1nd ot exolla~~ge 

r .. tr1ot1o11e . 

,~<'-
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PARAPBlWIB OF 8EC'l'IOII8 JOUR AIID nn OJ' !ELIOJWl 
110. 11190, ADCR18! 21S, 6 P·•· , J'JIOM PARIS 

' ? . 

In addition he etated that he einoerel:r hoped that 

the UD1ted Statee GoYe~nt would not denounce the 

!rade Agreement with Great Britain beoauee or the 

drop in the pound; It vaa hie underetanding that 

Allerioan text1lea might be granl:r atteoted b;r the 

pound drop. Be telt, hovanr, that the Br1tieh GonrnMnt 

would realize that the ~tenanoe ot the 'l'r&4e AgreeMnt 

would be ot benefit to Great Br1ta1D and that 1t would 

t herefore ~e to an inoreaee in duUee on Britieh 

ta.Jr.t1l .. ; 

Re;rnaud etated alae that he had been 1ntoraed b7 

81r John 81mon that the Gonrnaent ot Great Br1ta1n 

had no intentione or iapoaing eJr.ohenge control 1n ep1te 

ot the dee1re ot the Bank ot England to do ao (see para

graph 3 or telegram no. U88, Ausuat 11, 6 p;•.); He 

etated turther that he bad gladl7 bought 1.1,000,000 troa 

t he Br1t1eh thie morning aa he could traneter tha 1nto 

dollare at a proru; It vaa hie opinion that the Br1t1eh 

would be viae to bu7 dollara now and oauee the pound to 

be deYaluated turther and aoaewbat art1t1o1all7 1n order 

that it might beooae reall7 a atrong aone:r wh1oh oould 

be aa1nta1ned at a relat1Yel:r t1Jr.ad po1nt; 

8B01'IOII nn: 
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In oonneot1on v1 th the 'WIUateral aot 1on or the 

Br1t1ah v1thout ooaa ult1ng the Aaer1oan and rrenoh 0oY

erl1lllente r1nde , Dal.e.41er reaarlted to the Aabu eador 

toda7 that he vell rea .. bered the prot .. te vh1oh the 

Br1t1eh OoYel'lllllent aade laet Jear wllen the J'renoh 1were 

pol1te enough to ooneult the Br1t11h about the deYaluat1on 

ot the rrano•: £!though he wae not b1tter about th11 

be called 1t a tJP1oal eX&J~~Ple or the rul.ee tbe Br1t11h 

rolloved 1n dea11ng w1 t h the r .. t or the world; one rul.e 

wh1oh app11ed onlJ to thu .. lne, and another vb1oh 

. - R 

appl1ed to eYel')" other oo'Witey. (You will remember Ph1111pe ' 

oo .. ente to Butterworth 1n th11 regard vh1oh were reported 

1n paragraph -& or telegraa no. 3118, Apr11 29, 9 p.a:, rroa 

London;) 

BULLI!! 
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Scorct cry of St a t E 

\\'nshin;ton 

1595, i.·>aust 25, 8 p . m. 

GRAY 

PA1 IS 

DotEd Auguot 25, 1939 

Rto 1d 5 :05p. m. 

FOR '•'':Z SEC1ETARY CF THE TREAStJRY. 

ThE ~~~:t Nas , of coursE both activE and disorde r ly 

foll owing '"'! .:>l ·itisll control ' s rctire.n::nt. rrol'l chc r..arkct , 

ThE financial comiiUll;. ty hl:rE is still somewhat at a loss 

as t o how to ga\'.S£ future British and French policy but 

s cc lns to f EEl tlJE t stErling will be :>Ermittcd to find i t s 

own level. T11~ pound was quoted hErr down to 437i against 

the dollar but at 6 p .m. had swung back to 4 . 45 , Th£ fund 

as indic~trd in our t£lcgram 1590 August ?~, 5 p . m., gained 

substantiAl sUlllS of st£rling this morning and ..,s a gainEr 

of dollars on thE day. The franc dollar r ete r&ngtd from 39 

to 40 , 50, Franc agcins t th£ pound lS 175 . 45. Tb£rr wcs 

little or no arbitragE businE~O don£ today. Tbr Swiss franc , 

Belga and i'lorl.n w£rE inclined to follow thE dolla r and 

w£rE very otrong a ga ins t sterli ng. The Br. l ga i s noVI 

quotEd a t 5, 94. Swis s fr~.nc a t 4. 46 againat thE dollc.r . 

END SEC'!'J Ol'l ONE. 

BOLLlTT 
V/'110 
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NO 

Stcrttary of State 

'iiaohiacrt;on 

GRAY 

PARIS 

Datr.d /.ugW> t 25 , 1939 

Rte 'd 5 :10 p , m. 

1595 L~:;ust 25 , 8 p , m, (SECTION TV/0) 

While n 3li~Jtly more opt1m13t1e feeling concerning 

the pol1tic:>l oit,llltion nao evident in the markrt !or no 

very tangilil~ rca~on C'thcr than ab~tne~ of ,,,.,rc cnu news , 

the demand b.:>tll fo:o<' Prrnch and Amc .·ican currency continued 

on an incrcaocd. a co.lr . 

The ton£ ::of the s<curltico marke t wao sli:;htly brt.tcr 

anu rrntro <;t··c onE franc up ttl three francs dO\'m (th e 

latter figm·e ap~lyinz to the cxchanee option i osut) 

BULLI'l'T 

Wi'IC 
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SEarttary of StatE 

1"1 as h1 ng ton 

GRAY 

Paris 

DatEd AUgust 251 1939 

Rtc 1d 5 :30 p , m, 

1595, t.ugust 25, 8 p .m. (SECTION THREE) 

3!4· u 

Sto.tDllmt publishEd today r£Vu.ls that ExchangE 

Equalization rund possESSEd 14, 938 million fro.,cs gold at thE 

End of April eon>parEd with 181 835 millions end thE End of 

March, Taking into account thE 5 billions trnne"ErrEd to 

Bank or FranCE during WEEk Ending April 20 holdings or 

fund incrEasEd during April by 1, 100 million. 

July rEvEnUE from indirEct taxation obout 366 million 

franca mort than Estimat Es , GEnEral budgEtary rEvEnUE for 

aamE month shows incrEasE or 1100 million comparEd with 

July 1938. 

Financi al prEss publishEs an announo£mtnt by Bank of 

Spain that aftEr Fri day nExt i t will rEsumE paymEnt of 

1nttrEat on sEcuri t iEs of thE Spanish publi c dEbt hEld in 

its vaults bEfOrE July 18, 1936, END OF MESSAGE, 

BULLITT 

I"JWC 

• 
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THE WHITE HOUSE 

WASHINGTON 

oenr Mr. secretary :-

August 25, 1939. 

! have reason t o believe that 
there is a possibi l ity that merchant ships 
belonging t o European governments, which may 
become involved in war , or belonging to their 
citi~ens, are carrying armaments capable ot 
being mounted on the h i gh seas, thus converting 
them i nto armed ships. This ra i ses i mmediately 
the queetion of American roeponsib1lity tor 
g i ving clearance papers to such ships unless 
this government i s wholly certain t hat such 
armaments are no t being carri ed. 

You wi l l, t herefore, withhold 
clearance papers from all shi ps suspected of 
carry i ng armaments until a complete search has 
been made and you are sa tisfied that no armaments 
are on board. 

Very sincerely yours , 

The Honorable 
The Acting Secretary of the Treasury, 

Washington, D. C. 

I 

---. 

• 

v • 

· . 

• 
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I hnve r eason t o believe t~~t ~ere ie a ~o~~lbi li ty 

t\:.o._. merchsnt c:J-.lpa belongi n'; to S:uropenn JOvcr.c.ments 'lfhich 
MtV te 1n·tol vtd i n wo.r or to t heir cit1·or .. t . a:-• corry-! c.g 

r-a.:.&:J .t ~- CC.f.:l~le of • .. e1:l!: _,.:~ .P~ ~o~t. t~t b.J.;i-j,Pag , t~·.15 
~o:o· l'U.1; vue:h s'hip: tc ~'-!e stat.ua or vced Jcccelt. 

Sue;, a poaoi'.>ility lt.:edll\tely r'\itea the q:le<tl >:. c ! 
A:.'!:-l ::-.._.. ret;;.ons1 b-1 H ty ~ :;,:• ""h" 1 :t; elto.rar.ce 'Pi~¥ era ~o 
• ~w!' ·!"'Jy· . i~ !-, tl:~rtl!'<..r• , o! the u~.,. 1apo:-t~nce t.!:at 
~t!t ~0\"'~ ... r.;-..-... - t !'ir ,t aee~rt Ain -1 ! '":.-:- ~r not auch 
~ot:t• -'-:. ~o !r:.;. c~rt .. :... 

Yo'.J '~'ill , there-!'o:-... , to i t~ .. ".cl\\ c.!.tarn."'ICI raper:; te::g:or l'\l"ily 
!"rc~ nll , .. !,.:- w:11~ :a;.• ~\l "'"~:s;.ee~tl\ o! cr r r:•inc ~c::.t:: 
untll • eo~pl~ t~ ~care~~~. teen ~~dow&~~~ ~re eat lcfi~d 
tl;.nt. no arc"'me:r:.t s fi,.I.' E )!! toor" . 

317-A 
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..,.... ......... !be .\\\ont!F -Ill will M ....-, to ClYO u ot-san 
........................ """ ...... Soooll ........ tboalcl Mt " ...... 
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I"'EDf!R.AL. RESERVE BANK 

OF NEW YORK 

-
19(e) 

~.g 

CE CORRESPONDENCE DATE gust 

w. ~olte 
SUOJ~CT· TELBPSOME~~~~~~~~]!~ 

BANit OF EIOL.lli~D-=-• __ 

llr. Hawker called at IS o ' clock. Things had gone u well a a 

could haTe bel!'l expected. The market was s bit st unned at the opening 

and nobody was willing to make a st art. flben rrentlially they got 

going the doll or was gr adually bid up to 4.. 381 gold was fixed at a 

dis caunt or 2a l/24 on the dollar witb some arbitraging and a good 

deal or d1sboard1ng, whi ch g r aduolly brought the dollar back t o ..: . 42. 

Lazard sold some ac ain at gold on arb1 tree e. The day I s t otal tu moT ar 

was probably between »o,ooo,ooo and $151 000, 000. Switzerland •as 

among those bu:r1llg gold, malt:1ng prot1 t a as high aa 5s an ounce. 

The franc was bald wit h st erling and attar tluctuating a 

little bit and l oaing and gaini ng , Carlgu el probably came out about 

square. 

There was praet1callT no business 1n t he Conard IIAJ'lcat . 

The Conttnmt, Hawker t hought, ae•ed to h aTe c;uite generdly 

expected exchenge control , but se•ed to haTe t aken depr eciation or 

sterling (lUi t e aat1atacto r11T so far. •He aT en knows .. hat will happen 

in t he tuture. • The stock a a rket bad opened dull but h eld up quite 

well . There wunlt a great deal to report rrora h ere, I said, 

he r ead the oo-ant 0t1 thi s morning I a press conter ence or the Acting 

Secrata1:7 or the Treasul'7f Balllter r eplied t hat he had, that h e t houcbt 

Ye!)' adairable at at eramt, a tine goature on t he part or our 

and &YeJ7boc!T there waa 1reat1T pl eaae4 With it and could only 

reel cratetul to the .beriem Treaau17 t or ita atti tude. 
QM~Ift.• 

Regraded Unclassified



Operator: 

Hanes : 

Operator: 

Bello ttr. Hanes. 

Hello. 

Thank you - one moment. 

August 25, 1939 . 
9:30 a.m. 

Butterworth: Hello 

Ranes: 

Operator: 

Ranes: 

B: 

Ranes : 

B: 

Hanes : 

B: 

Hanes: 

B: 

Ranes: 

B: 

!Innes : 

B: 

Henes: 

Hello 

(Long pause) 

Go ahead. 

Hello 

!.lr. Hanes? 

Yes . 

This is But ter·.vorth. 

Hello Butterworth - how are you? Hello - hello 

Hello - this is Butterworth. 

All right, fine - go ahead - now I can hear you. 

I thought I'd better call you up as your market 
was opening. 

Yes. 

I 1 ve gotten your t wo telegrams and I•ve had a 
t alk with Phillips. 

Yes . 

They are staying out of the market entirely and 
from now on there were practically no dealings 
and t hen they started off about 456 and they 
gradually worked down to about 435 and then there 
was a rebound and the rata at the momen runs 
somewhere around 440. 

Ri ght. 
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B: 

H~nes: 

B: 

Ilanes: 

B: 

!!ones : 

B: 

Ilanes : 

B: 

Rr.neo: 

Fl : 

l!anos: 

B: 

Henes: 

B: 

Hanes: 
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l!oiT the Bank of France has been buying sterlillg 
even though th~ can•t convert i t i nto gold. 

I didn' t hear that l ast. 

: 21 

I say the Bank of France has been buying s t erling 
even though they cannot convert it into gold •••••. 

I understand. 

•••• and that has done a good deal to support the 
market ••••.••• 

I see • 

•••• and some of the New York banks have orders 
to sell dollars and, of cour se, you may know 
u:ore about that than I do . 

Right . 

I ' m sending you a long telegram about my con
versation 111 th Phillips •••••••• 

Good. 

•••.•• explaining the business about the shortness 
of notice. As llr. IC ennedy said about some of the 
other people - they' re rather punch drunk .•••••. 

Yes . 

•••••• and Phill i ps given me his word that this 
decisi on was only ~de yesterday and yesterday 
they lost 16 million pounds . 

I see . Well are they making any announcement 
from London as to the reasons for this. 

llo , they are making no announcement at all but I 
gather that the Governor of the Bank of Engl and is 
coing to see some of the Pross this aft ernoon and 
try to put the risht twist on the story. 

Well we're having an awful lot of pressure put on 
us over here to give some r easons ror this ~ove on 
t he part of Great Britain. · 
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B: 

Hanes: 

B: 

Ilanes: 

B: 

Hones: 

Operator: 

Henes : 

B: 

t Ilanes: 

B: 

Ha nes: 

B: 

H: 

B: 

H: 

B: 

H: 
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Well I think about all that one can say is that 
one doesn't know how long the crisis is going to 
last . 

Xes. 

lly own personal view is that 1f this thing is 
going to leap ahead one day in the next few 
days one way or the other these tactics are bad. 

Yes. 

But 1f the crisis i s going to be prolonged over 
a period of time then they are obviously necessary. 

Yes - hello - hello - hello - hello. 

Just one moment. 

All right . 

Bello . 

Hello. 

Yes - I'm sorry we lost it. 

Did you get that? 

Xes I did. 

But that , of course, is only my personal reaction -
I mean t hat ' s- I pressed him very strongly yesterday 
on the shortness of the time. 

Ri ght. 

But perhaps that was the real feeling . These 
people, when they get mortng gold - it was like 
the French l ast year and the year before; they 
don ' t see any hope and they just look at their 
figures and watch it going and they get j ittery . 

Right. Well now wait just a minute - Archie 
Lochhead wants to ask you a question. 

Its possible they ' ve done a bad thing ; if its 
eo1ng to last a very short time well then i t 's 
obrtously been a misjudgement . 

Right. Well now hold on just a minute. 

.. 
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Lochhead: 

!l : 

L: 

B: 

L: 

L: 

!1: 

[. : 

13 : 

[.: 

B: 

L: 

ll : 

L: 

B: 

L: 

B: 
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Hello - l'laJ.ton. Vlalton - hello. 

Yes . 

This is Ar chi e .Lochhcad . 

Yes Archi e . 

There ' s one thing I want to refer you to . 

Yes . 

llow, of course, we•1·e going to get an awful lot 
of ~uestions over here as to ~nether or not the 
tri-partite agreement i s still in full effect. 

Yes. 

!1011 naturally I think we ' re going to try to carry 
thru as best Yte can smoothing it down but I want 
to refer you to the Press Release of Tuesday, 
October l o, 1936. 

October 13, 1936. 

You've ;;o t copies of thllt . That was when we made 
arrangements to supply each other with gold and we 
mentioned, et that time, that we would publish the 
ones whom we were supplyinr, gold to because they 
were supplying gold to us . 

Yes . 

Now I presuoe tha t GO f ar the English a r e not going 
to give us a c old price to-da y . 

That ' s right . 

·:lell now if they don ' t I ' m afr aid that we may have 
to make a Press Release tha t we have stopped offer
ing go ld t o the Bri tish . 

Yes . 

Now I don' t know. That decision hasn' t been made 
yet . We haven ' t been able to check into it entirely. 

It just makes us do tha t . 

.. 
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L: 

B: 

L: 

B: 

L: 

( ll: 

L: 

B: 

L: 

B: 

L: 

B: 

L: 
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But I'm afraid that under that Press Release 
we gave we1 ve given notice that we'll make public 
r ecord each day and somebody is going to dig that 
up and ask us about it and that , of course, the 
fact that we•ll say England is not suppl ying us 
gol d and v1e 1re not supplying them gold isn' t so 
good. 

Yes . 

Now Just look over that Press Helease and •••• . • 

\'/ell suppose I don• t have that. 

Oh well you have it and the British have it - both . 
They can look it up. Tuesday, October 13, 1936 -
the British Treasury has it; the Bank of England 
has it. 

Yes. 

So I mean th ere •s no use trying to read it over 
the phone . 

No . 

Its Press Service No . 866 . 

Now Archie, the French Financial Attache called on 
me to-day - hello- •••• • •• 

Yes • 

••••• and showed me the note that Reynaud had 
instructed him to present and it says - it starts 
off by congratulati ng Simon on deciding not to 
impose exchange. 

(Laughs} That ' s typically French this time. 

Yes. Now he goes on to hope that an equilibri um 
will be es t ablished soon and reserves 

the right to take equally swift action as r egards 
the franc. 

Yes. 

.. 

.. 
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Then it brings up t his question of the tri-par ti te 
ag r eement and the accompanying t echnical agreement, 
you know. 

Yes. 

And says, 1n r a the r compl icated 
French phraseology, that it hopes it holds good. 

I see. 

Well the British have told them that they are 
not going to give them a gold price and I asked 
them also , on my own i nitiative, about the 
tri-partite agreeme.nt . Philli ps says that he 
assumes that the t ri-partite agreement still holds 
good in principle. 

Yes , well now I think that is what they ' ll have 
to work on - that it holds in principle - bu t 
it ' s going to be an awfully hard Job explaining 
i t t o the public. 

Yes . 

Now you say that the French, in t heir not e , put 
the Britilb on record that they r eserve the right 
of action . 

They reserve t he right of - a literal translati on 
of it- as I r ecall it 1n my mind - he didn ' t 
give me a copy of it but he let me r ead it -
it ran something like • Equally swift action• . 

Yes, well now, Waltoni we have given you nothing 
but a straight acknow edgem~nt of the note. That 
doesn ' t imply, of course, that we don ' t r etain 

all our rights. 

Yes, well now look here - t o cover ourselves -
when I went to see Phillips to- day I said, •I have 
only an reply". 

Yes . 

Which snid that we acknowledge the receipt of 
this message which r eached us at a very l ate 
hour and, therefore, it made our notice extremely 
short . . .... . 
f ood. 

.. 
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B: 

L: 

B: 

L: 

B: 

L: 

B: 

( 
L: 

B: 

L: 

Hanes: 

B: 

H: 

B: 

H: 

B: 

Ht 

t B: 
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•••• • which precluded any discussion, you see? 

Yes, well I think that was perfectly right and 
I think that ' s the way we•re going to stand 
just now. 

You ' ll talk about the other things that you ' ve 
cabled me about. 

That • s right. 

Since we didn't alter our position I never felt 
by saying an ad-interim r eply. 

Well that interim r eply can stay until we decide 
if and when we make a different reply. 

If you want to put and form a legal 
document, so to speak, why: t hen you can do so 
at your leisure . 

That ' s right because there ' s going to be no hurry 
about anything . 

.No . 

About any new - any more formal reply . All right 
then - no10 just a moment please. 

(Aside to group: Anybody el se anything) Hello 

Yes. 

Have you got anytbing else? 

There ' s only one thing. Reynaud, when be c ame 
to see me- you know he ' s the Acting French- he 
asked me what our opinion was about tbis , tba t and 
the other and I told him the cable from Washington 
was still being decoded, you see? 

Yes. 

I thought that was a way out. 

Yes . 

And then be asked me what my personal ppinion 
was about the depreciation of the pound in terms 
as far as a trade advantage was concerned. 

.. 
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B: 

1!: 

B: 

1!: 

B: 

A: 

B: 

H: 

B: 

H: 

B: 

1!: 

D: 

A: 

-. - :2 { 

Yes. 

And I said my personal opinion was that a trade 
advantage didn ' t really arise as a question during 
an acute moment of crisis but when the crisis s t art s, 
in one form or another, then that would create a 
new situation which would have to be examined in the 
light of the then circumstances. 

Well I think that ' s exactly right. 

I took occasion to say to Phillips that thi s man 
bad called and that this was what I told him. 

Right . 

It served the purpose of putting him on record as 
to ary personal belief w1 thout having to be rude 
about it. 

Right . Well I think that ' s perfectly all right. 
Now have you got anything else for us? 

No, the at mosphere i s not a damned bit good over 
here. 

It is not . 

No and these people are awfully determined - n.ot 
because they want to do anything but because they 
don't see any way out. 

Yes. 

They•re on the horns of the d.1le111118; either they 
fight - and it ' s going to be awtul - for if they 
don' t fight and do another Uunich, they ' ll never 
be able to hold their Empire and the Allies 
t ogether agai n . 

Yes. 

And so it's in that state but I personall y haven ' t 
given up hope. 

I see. 
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But there ' s nothing tangi ble which you can base 
a hope on. 

Yes. 

But events are moving !nst and - but we haven ' t 
played the game out yet. 

I see. Al l right, well you keep i n touch with us; 
1! anything happens l et us know right away and we'll 
keep in touch wi th you. 

You don• t mind my telephoning? 

Not a bit no. Telephone us at anytime that you 
have anything that• s important. 

Right . 

O.K. 

Goodbye. 

Goodbye. 
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• 
Hanes : 

Operat or: 

Hance: 

O:;>ero.t or : 

Operator: 

Hnnee : 

Hance : 

c '•lel leo: 

HI.Uie o: 

llellee : 

Hnnee: 

~:elles : 

Iiane a: 

~:elles : 

Saneo: 

llellee: 

Hanes: 

~lellee : 

Hanes : 

Hello . 

Mr . Hanes, may they co.ll you baclt? 
with Secretary Hull. 

Au~at 25, 1939. 
llt.q.o a.a. 

l·tr , Welles 1s 

All right . Juot ask the Seorcto.ry to call me as 
quickly as I can to.lk t o him. 

Thanks . 

All r1ght , Y.r. Hanes. 

All r1ght . 

There ' s !·lr. Eanes. 

Hello. 

Hello . 

Sumner? 

Good morning, Johnny. 

How are you? 

F1ne, thanks. 

11:50 a . m. 

Good. I Just had a telephone onll from Joe Kennedy. 

Joe Kennedy. 

~ 24 
~ ~ 

Yea, I guess 1t was 1n response to our telegram yes
terday so!Dewhat or1tici~ine the haste ot t!lat Bri t1w•.-
aotion, 

Yes, 

And he was explaining to me >lhy they had to t oke this 
move r a ther suddenly. 

I see. 
The second t hing he asked me was - he asked before \18 

t ook any decision on - especially on gol d or securit i es -
that we consult with h1m, ae he had eo::~e i deae whl.oh 
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\ielloe: 

Ho.nee: 

Uolleo: 

Hance: 

l:ellce: 

Hnnea: 

~:cllca : 

Hanes: 

~tellea : c HRnos : 

\:ellea: 
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he wanted to lay before us , 

Ub- h uh. 

I assured h1m that I would, 

I see. 

1·/ha t was t he l ast t hing that he said - oh, he ec.1d 
that he had an ~portant message which he was going 
to send to you and asked me t o convey that message 
t o you, 

I see. 

He vas eenciing that rl:;ht aloJ18. 

All rlght , Johnny, Thank you very much indeed, 

O. K. 

See you l a ter. 

R1ghto. 

Goodbye . 

.. 
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• 
Hance: 

Borle: 

Hans s : 

Berl o: 

Hanoa: 

Berle : 

Hanes: 

Berle : 

Hanes: 

( Berle: 

Ho.nea: 

Berle: 

Ranoa: 

B~rle : 

Hanel! 

Berle: 

0 

Hello . Hello, Adoltt 

Yes. 

John Hanes . 

Oh, hello John, yes, 

How are yout 

First rate, tine. 

Au~et 25, 1939· 
11:45 a.e. 

Have you got a oinute or are you terribly t ied 
up? 

No, I • ~ not, go right ahead. 

Well, I was going to aak you to do the same thing 
tor oe you di d t he other day and gi ve me a short 
message that I can get ott t o the Secretary betore 
he goes to bed tonight. 

Ri ght - now I wonder this - could you let ~e call 
you back in a f ew minutes. The reason why 1s tha t 
a tlook ot cables havo come in since the last few 
moments I ' ve been in t he committee meeting which 
haa Just adJourned. 

Yes . 

.t.nd attar I get over t hose 1t 1111ght change tbe 
picture a little. 

.t.ny time betore 2:00 o'olook, Adolt. 

All right, I ' ll do tha t . I'll do i t in the next 
fifteen or twenty olnutea but I do think tha t I 
olght g1ve him a bad ateor unless I go over t his 
last kit or etutt that ' s in. 

That' s tine. Thank you ever so much. 

Ul r ight. 
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• 
Operator: 

HMe&: 

Oper a tor: 

London 
o,erator: 

Xennedy' a 
Seore tary: 

Hanes: 

!l:ennedy' a 
$cere t ary: 

Hanes: 

Kennedy ' s 

c Secretary: 

Hanes : 

Kennedy: 

Hanes : 

Kennody: 

Hanea: 

Kennedy: 

He..nen: 

Kennedy I 

Hanee: 

Hello - all ready, Hr. Hnnes. 

All right. 

There ' s Mr. Hanes. 

August 25, 1939 • 
ll:35 a . m. 

Hello - l·lr . Hanee - I"eady on t he call f r om London. 

Hello - Hr. Hanes . 

Yea. 

Ambassador Kennedy - just a moocnt . 

(Pause) 

Hello. 

Just a moment, will you, J.!r . Hanes - l·!r . Kennedy 
will be here in just a oecond. 

All right. (Pause) 

Hello. 

Hello, Joh!tny. 

Hello, Joe, hou are you? 

I 1o fine. How are you' 

Jus t fine, thank you. 

Johnny, I have a oouple of i deas on t hi s s i tuat i on 
that I thou~ht I •e like to pass you since I used 
t o be i n the finance busineea. 

Righto . I ' d be del1;pted. 

In the first place, ther e i sn ' t any - wasn't any 
way of having a d1scuosion about this thing because 
my own belief is t hat t his thing t urned 1n the 
l ast week faster thM they had any suspi c i on t hat 
1 t was go1"8 to turn. 

Yes . 

.. 
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Kennedy: 

HMoB: 

Kennedy: 

Kane a: 

Kennedy: 

Kane a: 

Kennedy: 

Hanes: 

Kennedy: 

Hanes: 

Kennedy: 

Hanee: 

ltennedy: 

Ho.nea: 

Kennedy I 

Hanes: 

ltennedy: 

- 2 -

In the eeoond place , I think 1t vee their intention, 
U it was possi ble , to hold tbls thing at that 
level until they had a olear indication that 
there was no more hope. 

Yes. 

11ell then they got murdered this week and they -
it went on - I think that thoy decided it all 
w1th1n six or seven houro themoelvee. 

Well, that was our reeling here, Joe. 

The e1tuat1on -that ha])pened on the trano last 
sumzer was a d1souee1on tor months. 

Yes. 

This thing - I mean I 1m giving you th1s - I hold no 
brief on the situation as you'll see when I 

diecuss my second subject. 

Yes . 

On t his one I woul dn 1 t let everybody get ~torked 
up because I Just wee talking to ortey 1n Paris 
and he sai d that they were all upoet about 1t 
and I said, 01\lhen are you go1ne; to make up your 
mind that you' re going to do this thing >men 
theao t h ings are happening t o you as raet as they 
are. 1 

Right . 

In other words, I think you can get mad about some 
things but I don ' t think this is one or them. 

Yee. 

Now a second thing. Hello, Jobnny. 

Right. 

Hello , Johnny. 

Yea, I hear. Go ahead. before 
I think that it 's most important that/you oome to 
a defi nite decision a• t o what you might do on 
eeouri t 1ea or t hings like that that I have one 
ahot at you. 

... 
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Hnnoo: 

Kennedy: 

Hance: 

!tennedy: 

'innes : 

Kennedy: 

ilnno e: 

Kennedy: 

Kennedy: 

!!nnos: 

!Cennedy: 

Hance: 

Kennedy: 

Hanes : 

Kennedy: 

Haneo: 
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I didn' t hear thnt last . 

I want t o talk ~11th you. I mean i n ot her >:ords 
I wouldn't make any deoiBi on as to how you were 
going t o handle securi t i es or how you were going 
t o do an yt hing about gol d or anything like t hat 
o.nd 1·1hen the s i tuation o.r10ee, 1f i t does w1 t h i n 
the next 48 or 72 hours , until I ha ve a chance t o 
h:we a chn t 1·l1 th you. 

\/el l, I'll do that . I ' ll o8ll you before we do 
anything on ei t her ono or t hem. 

Because you want to be plenty oare!ul that you 
don ' t !1nd ~~ls baby ri~t i n your l ap. 

Right . \:ell, I certainly will, Joe, I ' 11 call 
you before t:e oake DJ\Y t•adlcal declSlons on any
thing . 

Oh, Br>l endili l 

~/hnt? 

I uant to - 1~e 1 ro working for our own country firat . 

R1s ht . 

And remember that t hey ' ve had a hello~ a lot more 
practice a t this than 110 have . 

Yes . 

So I just wanted to Harn you - I just mmted to 
give you my slant beoaune I •ve e9 t a very def1n1to 
i dea that before any pror>oci tion i s turned u~ I ' d 
like to go over 1t pre t ty cnretully • 

.Ul r i ght, Joe. 

And they ' ll put theo up to us - nnd I' ll send you 
i f you don ' t mind my own opinion on the plans. 

All right , I l>'i eh you tloul ll . 

I' m el eeni ng on t op of t hl• and as you know ue ' vc 
got a damn good man her e 1n Butterworth. 

R1 gbto. 
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Kennedy: 

Hance: 

!Cennedy: 

Hanes: 

!Conned)' I 

Ho.nee: 

Kennedy: 

Hanoa : 

tcenned)'l 

Hanes: 

Ke nned)'t 

Han en: 

Kennedy: 

Ho.nco: 

Kenned)'l 

Hanes: 

Kenned)' l 

Hance: 
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We11 , goodb)'e, Jobnn)'. 

Now Joe - he11o - how 
situation 1n genera1. 
peso1m1ot1c - what 1B 

do you ree1 about the 
Are you opt1m1st1o or 

your ree11ngf 

I'm pessimi stic o.s hell , Johnny. 

You are. 

And 1 t 1 s lousy. 

~ 3' - J 

Yes, i t looks bad now to me. I •ve been optim1st1o 
up untn today. 

Well - you ring up tho bo81 or llel1ee and tell 
theo t his conversation - within a conpe.ratively 
short time I 1 n going to send them a message. 

Hello -

Yes, I hear. 

I • ~ going to send them a message that may be 
or great concern o.s to ~10ther it i s or whether 
it un•t. 

Yea. 

He knows they're expecting that rroo me and 
they'll probab1)' pass it on to you. 

R1gbto. 

Goodbye , Johnny. 

Thank you, Joe, ever eo muoh . 

0 . X., boy. I'm \fatoh1ng t hie too wlth you, so 1t 
you don't mind I ' ll keep on top or i t too. 

\/ell, that's tine, I appreciate 1t. 

A11 right , Johnny. 

Thank you, Joe. 

Goodbye. 

Goodbye. 
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Operator: 

Overseas 
Operator: 

0 : 

Ranes: 

Operator: 

Gaston: 

0 : 

G: 

Oil 

G: 

0 : 

G: 

01 

G· 

Gast on: 

R.II.Jr: 

0 : 

R. t.t.Jr: 

Hello - operator . 

August 25, 1939. 
12: 28 p. m. 

Yes - just a minute now we' re not ready. 

Oh you're not quite ready, All right Kr .Hanes, 
I •ll call you back in a minute. 

All right . 

Who is this - Mr. Gaston? 

Yes. 

3 :42 p.m. 

Mr. Gaston, did Mr. Hanes tell you about Yrs. Mor
genthau•s sister inquiring tor them? 

Yes . 

I didn 1 t know whether he had told you or not and I 
thought you might • ant to mention i t to the Secretary. 

Yes - yes. 

That ' s Mrs. Josten, you know. 

Yes. 

All r i ght . I think it w1.ll be thru no'lf 1n a couple 
of minutes. 

Thank you. 

Hello. 

He~lo . 

Bello . 

Yea. 
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G: 
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G: 

R.!J.Jr: 

G: 

H. 'J .Jr: 

c: 

c H. ti . Jr: 

C: 

R .11.Jr: 

C: 

H . t~ . Jr : 

C: 
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This is Herbert . 

Yes Herbert . Where1 s Johnny? 

Johnny is at a Cabinet Meeting and there ' s a 
meeting at Hull's office fol lowing that . 

I see . That ' s all right- hello . 

Yes. 

I i magined that ' s where he was . 

Yes . 

Wbat have you got to t ell me. 

Well - ah - we replied to that note from Butterworth 
simply acknowledging it and •••••. 

Hello 

Hello 

Replied to what ? 

Ah - the Butterworth information on the pound 
and we merely acknowledged i t but expessed surprise 
that we didn't have earlier advi ce that they were 
taking that action. Ah - Kennedy called up Johnny 
this morning and he justifi ed the British action 
and said they didn't have tioe to consult and it 
was a terrible emergency and they bad to act . The 
other thing that Kennedy said was that he had some 
ideas on the matter of gold transactions and ~at 
we should do about foreign securities and he' d like 
to have us consul t with him before we do anything 
drastic . 

Yes. 

Be asked that we report that to the State Depart'11ent 
l¥h1ch Johnny di d . 

Yes. 

Now the President, at his Press Conference this 
morning, said that there was still hope that war 
might be averted; he was not calli ng Congress i nto 
special session; he wouldn ' t do so until war was 
imminent; he didn't regard i t as being i~nent now. 

.. 
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The market reacted ta•orably to that; go• ernaent 
bonds bad dropped some at the opening but they 
rebounded • ery sharply; the six leading bonds were 
about one and a halt points above the low of to-day 
for a time but at the close they were l5/32ds higher 
than yesterday. 

Good. Herbert, when I 'm thru - is Danny Bell with 
you? 

Danny i s here, yes. 

Well when I get thru talking to you I ' d like to 
talk to him. 

Right. 

We went all over those arrangements last spring, 
you know? 

Yes. 

Without Joe ' s help. 

Yes - yes - I think so . 

So is Johnny going to follow that? 

Well - ab - I don't know. 

We worked on that for a soli d week you know. 

Yes - yes - well - ah - of course, its obvious 
that Joe will know what passes !rom Butterworth 
and nothing can s top him expressing his opinion. 

That's all right. 

Krs. J osten called up. 
you were and she wanted 
we could tell her about 

She wanted to know how 
to know if there's anything 
your plans. 

Well the only thing you could t ell her i s that the 
family is booked on this boat - the Bergen. 

Yes - yes. 

Sailing on the 31st. 

31st. 

.. 

Regraded Unclassified



R.K.Jr: 

G: 

H.M.Jr: 

G: 

H. M.Jr: 

G: 

R. U.Jr: 

G: 

H. u.Jr: 

lhN.Jr: 

G: 

R.M.Jr: 

0: 

H. t! .Jr: 

G: 

!!. Y.Jr: 

G: 

R.M.Jr: 

G: 

0 

- 4-

Herbert. 

Yes. 

I just talked to - i s Archie with you all? 

Archie i s here - yep. 

I just talked to Walton Butterworth and he tells 
me that the President HARDING may sail on the 27th. 

Oh did be? 

That also they may turn the KANHATTAN around, see? 

Yes - well now the ROOSEVELT is sailing tomorrow 
from Havre. 

• • •••• to keep you posted- hello. 

Ask Basil Harris What he's doing, you see? 

Yes. 

You know Basil Harris. 

Yes I do. 

And if you would code as little as possible because 
McKay just can• t handle it. 

Yes - right. 

Just use it on the absolutely illlportant stu!f. 

Yes - yes - all right and I•ll give you a report 
on the ships by plain messaee . 

And then I'd l i ke to have when - as soon as Hanes 
comes back I •d like him to send me a message in coda 
what happened at Cabinet and also what happened over 

at the State Department. 

Yes - yes - all right. 

.. 
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~t I take it, with our market rebounding like this , 
that there•s nobody fi5uring on doing anything. 

No - no - when it began to shoot up so fast this 
morning there was some talk about whether we ought 
to sell something with the conclusion that we ought 
not to . 

Was Johnny impressed with Joe calling him? 

Oh I guess not great ly. He had an interesting 
conversa tion . 

I see . 

Yes. 

But thJs call comes thru London I suppose the Briti sh 
government gets ~~e benefit of it . 

I guess so - yes. 

How do you feel about thi s whole thing Her bert? 

Well I f eel that there ' s just a little touch of 
hope to- day. Bitler sent for llenderson,according 
to the rqdio reports, and some hope arose out of 
that . 

Henderson has sent in his answer and they are 
decoding it righ t now at the Foreign Office, you see? 

Oh, are t hey. 

I suppose 1n a little while t hey ' ll have it and send 
it to Washington and it you know what i t i s and 
can find out from the St ate Department let me know. 

Yes. 

Now the other thing , Johnny i s staying over the 
week- end at Washington. 

He is- yes, he ' s staying . 

And had he planned on going away? 

Well no - not since this thing got so hot he had not. 
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Is ~ General Counsel there? 

Your General Counsel is up 1n Bar Harbor , I think. 

Well you better send him a wire and tell him to be 
in the office Monday. 

In the office Monday - yes. 

Re better be back Monday morning . 

Berney Bernstein is in Paris and we ' ve been trying 
to make some special arrangement to get him on the 
ROOSEVELT tomorrow. 

Good. To get him back. 

Yes. 

He ought to come back before this. 

Yes. 

What else . 

Why that 1 s about all. Johnny had a conversation 
with Rentschler t his morning and Rentschler told 
him how the King of Siam brought his ten million 
back and that all the New York banks were getting 
a gr eat flood of money from abroad. 

Well the main thing i s tonight when Johnny comes 
back I•d like to have a summary of what h appened 
at Cabinet - also 1f anything happened at the St ate 
Department . 

Yes - and including the Henderson thing. !low do 
you want to t alk to Archie or to Dan? 

Well Dan first . 

Yes . 

Hello 

Dan. 

Yes sir. 

• 
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I got your timetable on our financing , see? 

Yes. 

Now as I remember it last year we did not do any 
announcing until ai'ter Labor Day. 

That i s right. 

And now you are suggesting t hat we do it before 
Labor Day. 

No - ah - only the informal - I think you did a 
little of that last year but I would even eliminate 
that now in view of what has happened. That was only 
in case it went along at the time that I wrote t hat 

memorandum. 

Yes but do nothing -that ' s the way I feel now. 

That ' s right and I feel that way too; that we do 
not hing until Tuesday the 5th. 

Until Tuesday the 5th - to hold everything . 

That ' s right. 

Wake no commitments publicly or privately. 

That ' s right. 

Do you agree with me? 

Yes sir - 1~ and Itm sure Johnny does now. 

Now what else do you know? 

Ah - not a thing. Herbert told you about the 
market; i t ' s acted very nicely; George Harrison 
had a long conference yesterday with the biggest 
bankers in l<e• York and they all agreed that they 
would not sell their securities and as a mat t er 
of fact they would buy on the do-n-swing and some 
of them did . 

When you speak of securit ies you mean gold ones. 

What ? 

Bonds. 

.. 
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Government bonds - r es, right. 

Ri ght. 

And some of them did buy yesterde)'. I think the 
Guarant)' and the National Cit)' each bought about 
6 million apiece. 

Right . 

So that the market has acted very nicel)'; it's been 
very orderly and, while it ' s lost a lot of ground, 
it will come back pretty fast. Gordon Re.ntscbler 
says there is volumes in money waiting for investment 
and it bas got to go some place and there isn't an)' 

place but governaent market. 

\\bat wi.ll be a good time to talk to me tomorrow, Dan? 

Anytime rou say - we'll be here all day. 

Supposing you people put in a call for me at 12 o ' clock . 

12 o 'clock - that ' s six your time. All right 
12 o'clock tomorrow we ' ll put i n a call for you. 

I don' t have to pay for it at this end. 

(Laughs) All right- well wby don ' t rou reverse 
the charges. 

Cant t do that. 

Can' t do that. 

No. 

Allright, Herbert's got one more word for you. 

Allrigbt. 

On the boats, Heney, the CAIIPBELL should. be in 
Bergen Monday night or Tuesday morning. It may be 
about as good as you can do - she does about 21 knots. 

I see . 
be 

Yes - she should/there llonday night or Tuesda)' morning. 

.. 
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Sbe must baTe been away out at sea. 

Well I told him, you know, when be got up to the 
corner there near Cape Brace I told him to keep on 
drifting east instead of going hortb end then when 
we got your word yesterday we told him to go ahead 
full speed for Bergen. 

Ob yes. 

So be never did go up to Greenland. 

I see. 

Yes. 

If you think I migh t be just as well on her - end 
then I thought the thing - to take me - keep this 
very quiet - as far as llewfoundlend end then have 
them pick me up with a seaplane. 

344 

Yes, well now I thought this that the amphibian could 
go out from Boston and up there off the coast somewhere 
within two or three hundred miles and then we could ' 
have the Lockhead at Sailamast Station and you make 
the transfer there and come on down. 

To Boston. 

Yes. 

Yes. 

!h - Johnny is here now but I also want to tell you 
that Jake Viner is in Bergen. 

He is? 

Yes. . 
Well I wish you ' d send him a telegram just where I 
am and have him phone me. 

All right, we have your address , have we? 

Oh yes. 

!11 right, I t ll send him a cable. Eddie gave me t hat 
information. Eddie called up because some friend of 
yours suggested to him that you - ah - they beard -
r ead that you weren ' t going to come home and weren' t 
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going to cut short your vacation and they thought 
that was a mistake and I assut·ed Eddi e you were goi ng 
to get home as quick as you could safely. 

Was that 1n the newspapers - I wasn 1 t coming home? 

No - well there migh t have been somet h i ng awhile back 
to that effect . Of course, we didn' t want to advertise 
any change in your plans until it happened. 

That ' s all right . 

Johnny is here now. 

All right. 

Henry - hello Henry. Hello . 

Hello Johnny? 

Bello Henry . I just came back this minute from the 
cabinet meeting . 

Yes. 

And there was nothing there at all to-day that we 
don' t already know and I guess Herbert has told you 
that nothing new came up nt all . We were j ust 
getting i nstructions for each Department which way 
they were to move- that! s all . 

I see. 

But it was more or less 1n line with all the things 
you were already familiar with last spr ing. 

Well haven ' t we got everything in good shape? 

I think so. We are malting a survey now - Frank 
t.lurphy - he asked Frank and me to make a survey 
of all papers in all departments to see 1f everything 
was ready. 

I see . 

.. 

And we ' re going over to a meeting now at State and 
I think that every thing - we'll get the f inal documents 
over there thi s afternoon •••••• 

Right. 
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• ••• and I thi.nk it ' s all in good shape. I don' t 
\mow of anything else to tell you that happened 
there; it was all more or less routine. 

I see . Well I have nothing here. The boys will 
tell you what I said •• • •• •• 

Ri ght. 

••• • • and I won't repeat because I have to pay for 
this. 

Yes (laughs) - that 1 s right. Well I guess Herbert 
asked you about llrs. llOrgenthau•s sister. 

I gave him the answer on that . 

A1l right , fine- that's all I had to say. 

The !.!ANHATTAN and the other boat may sail earlier 
and I asked him (Gaston) to talk to Basil Barris 
and find out about the MANHATTAN and the PRESIDENT 
HARDING because Butterworth tells me that they may 
be sailing very much earli er . 

I guess they tol d jou the ROOSEVELT is seiling Sunday 
afternoon . 

\'/ell that ' s what Butterworth told me but I don ' t 
:mow. bow the hell I •d get over there and I can1 t 
get the family over there anyw&¥ . 

l/o . 

This is what I think Gnd I wonder whether you people 
agree . I• ve got these r eservations for the family 
on this Norweigian boat and she ' s sailing on the 31st 
and I think that's the best bet for them. 

Wel l I would think so too. I think these boys here 
agree with that. or course, I don' t know - how about 
the family with the Coast Guard? 

The what? 

On the Co~st Guard. 

No, they all refused to go on that. 
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They did. Vlel l t hey migh t be pret ty colllfortable on 
ther e . 

Well as l ong as th ey can go on the BERGEI'ISDORD I 
think i t woul d be better . 

Yes , well I• ll t el l you what we ' ll do. l'le ' ll make 
an examinat ion of everyt~ing t ha t ' s leaving over 
t her e , see , and we ' ll call you tomorrow. I under
stand we ' r e goi ng to talk t o you t omorrow at 
12 o ' clock our t i me. 

That ' s r i ght. 

And ~e ' ll call you. 

That ' s right . 

And t hey know how to get you . 

Yeil . 

Al l right f ine, we ' l l be t alki ng to you . I n the 
mean ti me fr11 try t o locate all t he inf ormati on about 
oncoming ones . 

Yes, wel l I guess Basil Harris wou.ld know better t han 
anybody el se . 

Yes, we ' ll get in touch with ht m r ight away . 

But I gather the Cabinet weeting was a cui et one. 

I t was extr emely quiet . It was all detai l ; all 
routine ; he said everything I know you know - i t ' s 
in the papers. 

Then I also gather there was no objection to having 
the CAWPBELL come fo r me? 

Wel l no I • m sure t here w11.1 not be any. I asked to 
see Pa but I didn ' t say anything to the boss abo ut it . 

Yes . 

But I asked to see Pa and Pa was out . 

.. 
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Di d you say anything to him about my pl ans? 

no, I di dn ' t say a word to him. I just tol d him 
that I tal!ted " i th you on the t el ephone and that 
you were well. 

!I . ~· . Jr : Yes . 

ll : 

i!.ld . Jr: 

ll : 

R: loi .Jr: 

H: 

l!.IA. Jr: 

H: 

l!.t' . Jr: 

H: 

!l.l!. Jr : 

II : 

H. !' .Jr : 

R: 

Lochhead: 

H.J4 .Jr: 

L: 

R. L! . Jr: 

And al l the family was well . He asked about you. 

But he didn ' t ask when I was coming home? 

!lo . 

or didn ' t suggest anything . 

No , he did not . I imagine he co t the information 
thru Pa. I told Pa lust nisht that we hadn ' t 
ch:m;;ed our mind about the CAKPBELL you know. 

Oh. 

So I imagine he had that informati on and he didn ' t 
quest i on me on i t . 

Oh you did tell that to Pa . 

I just told him that we had not made any change in 
our olans and that I would come over and t a l k to 
him about it and tell him what I plan was so he 
said, •Fi ne , fine" - und let it ~o at that. 

Good. ~ow could I t alk - ah - anythin& else? 

That ' s all I•ve got, Henry . 

Could I talk one minute to Archi e? 

Yes, j ust a moment. 

Hello. 

Bello Arch i e? 

Yes sir. 

\'/hat have you got that you can tell me. 
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Well I•ll tell you. The market in the exchanges 
has mostly been nominal. to-day, They are all trying 
to s ize it up and there ' s nothing going on. As far 
as we s tand on the other side you know we're all 
cleaned up this week-end . 

Oh fine . 

Not a thing - the boat on Sunday or Saturday -
whether it sail s Saturday or Sunday clears us all 
up • •• •• • 

Fine. 

••••• and so we•re sitting very pretty. 

Well tbatt! good. 

And there • s r eally nothinf to t alk about except the 
gener al situation, of course, 1n the sterling and 
so forth and they are ve1·y well satisf ied with the 
statement Johnny Hanes made this morning . 

He made a statement? 

\'/ell yes you see the boys came in right away and 
wanted. t o know whether ·the tripartite had busted up. 

Yes. 

And Johnny said no, we considered i t in f orce. 

I see. 

And they wanted to know whether this Br inkin Exchange 
wouldn' t bust it up and they say no 1n t hese circum
stances it wouldn ' t be competitive devaluation . 

Good. 

And they also came in right away and wanted to know 
whether he was considerinc devaluing the dollar under 
the power you have and Johnny said - spiked t hat right 

away - sai d we hadn ' t thoueht or t alked about it. 

Good. 

So I think we ' r e very reassuring; the market took it 
very well •..••.• 

Fine. 

.. 
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•••• and they seem to be very well satisfied with 
i t on the other side also. 

Fine. 

So cvei~thing , as I say, as far as it goes - every
thing is easy; there ' s no high blood pressure here 
on that part . 

Good . 

All right , well I •m still - you know I'm still 
pulling for what I said you went away; that there 
will be no explosion. I ' m very much - I think the 

minority but I still feel that way. 

Pull like hell . 

Well maybe - It m pulllne - because Kennedy - you 
know J oe was very pessimistic this n:orning . 

He was . 

Yes but I think you always have to discount a 
certain amount cominr. from those tv~ centers of 
course. 

That 1 s right . 

Wel l , as I say, I • t1 !! l ad to lalo1• you are feeling 
well. That ' s the main thing . 

I am. ~ay I have Hanes a minute again. 

Well now I'll have to try to catch him - he jus t 
ran into his own office. 

:lell let him go . 

All right , then - goodbye . 

Goodbye . 

' 

.. 
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Archie? 

Yes i:alton. 

Augus t 25, 1939. 
3:13p. m. 

-q ... ,) -

I had a t a lk ~11th Ph1ll1ps about tl:a t October 13, 
1936 Pre ss Release . 

I don' t Just h ear tr~t . 

I h ad a tal k with Phillipo about your 
October 13, 1 36. 

Yes . 

And tl:ey lool:ec! 1 t U!' and oouldn • t fine: !t but 
I hPppened to have a copy . 

Yes . 

And 1t d1s t ul·bec! t l:e::t a gooll deal bec&u~e t l:cy 
sai d t ha t altl:oubh t r ey hadn 't us ed tl:ese ~cc1litics 
very ouch t ha t Ucy 1:~ ro afrai d t hat i!' t ho.t public 
announc encnt cane out 1 t ~tould affect t h e bond 
me rctet ; 1ncreaoe t he -o:•osoure of th e st rl1n;; and ~ 
too 1·1ould. onuse t l·cm t o c;uertion t he tripart1 t c . 

Yes . 

And t hey hoped very much t hat you coul d bloll 1t 
ovc:- . 

\:ell, no~e we • ve been t alkln;; &lon;; tlce rc~c line . 
·.:e can't &ive any a sour a nce t hat 1:e ~on 1 t h&Ve t o 
~;1ve out socothin- but 1:e want to tal!o - thin~ 
it over &nd try to c!e loy 1t if >:e · can or !JOSSl bly 
cll oina te it, ::ow ve oan ' t ~&ran tee t !'.c. t : hat 
t:1ll be !JO&&l ble. 

Yes . 

But >le have not nade any s t n t ement so tar e nd will 
t ry our best not to i f uc ca n fin<:. any v1ay out or 
it. 

That ' s what I told h i m, t ha t I w~e sure t hs t you 
would do that if you oould . 

Yes . 

And ::r . Xenncdy says t l a t he thinks you can juot 

confuse thee - c- o-n-f-u-s-e. 

Regraded Unclassified



L: 

B: 

L: 

B: 

L: 

B: 

!.. : 

B: 

L: 

B: 

L: 

'3 : 

L: 

B: 

L: 

B: 

L: 

B: 

L: 

B: 

- 2 -

Yeo. 

(laughs) 

\/ell , as I so.y , t:c ' vc tried our best on this side 
and you've seen l!r. Hanoo • statement t h i s mot•ning • 
Has t hat come over? 

No. 

':iell, t he Bank of Engl and has seen it and t hey were 
very ::~uch pl ea sed ~:i th the state::~ent. 

o. od. 

Because t:e stat ed tho. t t he tripartite wa s still 
in existence and we d i d no t cons ider i t compe titive 
devaluation . 

G-ood. 

So I think everyth ing on t his ai de so far , has been, 
I should say, 100;> ottort on our part t o coopet•ate . " 

Oh sure - oure . 

'.lell now as I - we ·~ere Just tal king about t hat a 
te1·1 mooents aeo and .,e' re tryins not t o do anything 
on it 1 r 1:e can a void it. 

~/ell , I Just c alled you up - I e>ee.n, s1r>ply 
because Phillip s called ::1c Ul) Jus t now. 

Yes . 

I' m in the midst of ha vina dinner, and - passed 
this on. 

I see . 

I t hought I'd pa s s it on to you. 

Fine. 

I oean he ' s not ho t and bot hered and neither am I . 

No , but lt' s jus t t he t hlng t ha t ~<e would like t o 
avoid, if we could, on all sides, I t hink. 

Yes . 
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No~t, Buttel."'ilorth, a couple ot t hi ng s I uanted t o 
ask you. You're talk i ng t o t he Secretary every 
day? Hello? 

Hello. 

Are you spealtin~ t o t he Secre t ary every day? 

'1/hat? 

Are you t a lY..i n!l t o the Secret ary , by telephone~ 

He ' s coo ln" on t :te telephone l n about t •.<o oinute&. 

About two olnutee, well t !ten he 's going t o talk 
to us also, llo1 rc ::ai tins tor a call trim hi::. 

All right , -

And he has e.sl:ed uo. t o su•'l."lar1~e your :nessaces to 
us . 

Yeo - he "leans t :1e oonf1dent1al ones . 

I see . 

Because t he marke t >ras ntill open. 

I see - well >re 1 l l. do our best . or:,ere ' s n lot ot 
1 t goi ne over nnd t te 1 re t ry1n"' t o sun"1nr 1 re 1 t 
and send 1 t over but I' ill afraid 1 t ' s c'01nr. to 
g ive the~ a l ot o! work on - his =~~ dee~dinr. 

I Jmo,; . 

But we' 11 do t :1e bes t we e~.., on keepln::; t he:a 
soin::;. 

About this , beecuoe - I ooan there was sooebody 
else on business and t h i s g~~ i s, right now, 
is pretty t ough. 

Yos , yes . \!ell , >te 1 l l !:"ollov - I junt wan t ed t o 
mllke sure t hnt you Here not sayi ng anyt!l1n£> to 
h im - t hnt >re 11ere not dupl1oat1ng. 

I >~nsn' t eay1nC a t ltincr t o h t ;n . 

I see . 

::crely about the gener al t er ':ls e.bout t h e European 
s i tuation. 

.. 
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I see. 

ReservAtions a nd all t hat . Anyth i ng el se I said 
was 1t you got !~oKay to got on to the tlire he 'll 
be able to catch i t . 

I see . All right. Well now, i s there - are 
t here any l ate developments? 

No l at e developments. 

I see. Just - t hey feel as ~essimlstio as ever. 

But the oarket hoe been ~opt up today by the 
~enoh , really and by t he ~r - t here ' s a 
rumor tha t it - when lt was round that Henderson, 
tho Briti sh A~baaaador vas going to see Hitler, 
they took it as not oeanin& thnt Hitler was 
going to hand t hem an ultlmatim. 

Yeo . 

But i t should be a way out . 

I see . 

J.:crket on t ha t basis. 

Yes . 

But t he co~blnatlon or that rumor ~lue t he French 
action which ia t he situation. 

0 . r: . Just a second. All r i ght . !;'ell I think 
that clears t hAt because I kno~ you ' r e waiting 
tor a call from t he Secretary and so .are we. 
So we 'll cut t his orr . 

Now, Archie . 

Ye s . 

I ' m awfully sorry you're goi ng . 

It' s a little premature yet and eo as we've alwaya 
said we' r e not malti ng any etnteosnte, we 're not 
talking about i t at all . 

That makes ne reel bo t ter. 

.. 

I see . I'll- when and if t he time comes I' ll tal~ 
to you. 
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8 : I tholl8ht eo. 

L: O, K, then, goodbye. 

... 
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