
STATEMENT OF SECRETARY ! OROENTHAU 

BEFORE THE JOINT CO!~~TTEE ON TAX EVASION AND AVOIDANCE 

THUP.SDAY, JUllE 17, 1937, 

The pr oblem ot closi ng loophol es in t ax la"s is 

continui ng and ever-pr esent. It is never settled by any 

part i cular les i sla tion. Tax administra t i on t oday requires 

a successi on ot l aws to prevent t he use ot i ngenious devices 

v·hi ch di stort the ori ginal purpose ot the act and whi ch create 

r1hat t o the averao;e rran seems unethical and unwarranted 

avoi dance ot taxes. 

This i s not t he r esult ot activities on t he part ot any 

particular group ot persons. Nor is it the result ot concert~ 

not ion on t he part ot taxpayers as a whole . It 1s caused by 

!)ressures l'lhich come tror:t deep-oeated attitudes in certain 

quarters toward taxation. These attitudes and t hese presaurea 

must be realistically considered as part ot the problem ot 
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te.x adn1n1strat1on. I will describe them briefly becauoe 

t hey furnish the backgr ound agains t whi ch true adlllin1atrat1on 

must operate. 

In the t 1rst place , we have developed i n this country 

a group ot 1ngen1oue l awyers and accountants who make t heir 

11v1n& by showing to people who can a fford to ecploy t hem 

ways by which they may pay the least possible t axes. Thi s 

may be a l egitimate business. Nevertheless, by virtue ot 

its highly competitive character, it bri ngs about the 

followi ng situation. The ordinary a ccepted standard by which 

many wealthy t a.xpayere Judge t he effi ciency of the tax 

attorney is the amount t hat he can eave in taxes. The moat 

1ngen1ous at t orney, therefore , beoocee the most suoceeetul 

and the most eouoht after. He feels t hat hie sole duty ie 

toward his client. It he 1s honest, he will not condone 

perjur y but he feels little moral or soci a l reepone.ib1lity 
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to the Government . Therefore, it he oan invent a new 

scheme !or olroumventlng the intent o! tax laws, which 

wi ll be upheld by the courts, he ie well w1th1n the ethics 

ot his profession, regardless or the unf ortunat e effect 

that such a scheme will have upon the general application 

ct such laws. We have now a bar ot registered attorneys 

and tax accountants numbering approximately 45,000. Against 

them are pitted some 2800 f'i eld agents aotlvely engaged in 

tax investigations tor the Government. The contest is, ot 

course, unequal . The tees ot the tax lawYer exceed by 

t housands ot per cent t he pay o! his opponent employed by 

the Government. I n this manner t he most resourceful brains 

ot the legal world are engaged actively in trying to avoi d 

taxes tor their clients. Among these are men who received 

thei r early trai ning from the Government , and who use the 

1~7 
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alt1ll they acquired in that service agains t the younger 

aen who take thei r places . The Government then beo~e 

a t r aini ng school f or many of ita opponent s . 

I am not attaching any blame to anyone in parti cular 

for t~is s i tuation. I am only pointi ng out t hat it exieta 

and t hat it is one of the reasons r equiring continual 

revision of the t ax laws . 

A second factor which creates the probl em which now 

confronts us is the fact that tax avoidance , as opposed to 

t~~ evasion, i s considered by many a legitimate and 

honor able aim. Where privat e obligations are concerned , the 

oame people who now hir e i ngenious attorneys t o out down 

their taxes would scorn to use the eace subtle devi ces i n 

avoidi ng payments t o t heir creditors. Here again I am 

simply calli ng attention to a n exieting a ttitude. The 
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ethics of t ax avoidance have grown up out of a variety 

of circumstances and the probleQ is not solved by blaning 

anyone. It is only i mportant to recognize those ethics 

as an existing fa ct because they are a very important 

eleoent in t he oroblem which f aces t he Treasury. 

I hope t hat in the tuture an atmosphere may be 

created in which men will hesitate to use i ngenious 

devices to avoi d the payment of taxes. Nevertheless, that 

baopens to be the present attitude of some persons toward 

payment to the Government. 

A third f actor in the situation is the difficulty 
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of distinguishing , a t least before a case is tried, between 

tax avoidance which is supposed to be proper, and !!! 

evasi on which is supposed to be i mmoral. I will not 

attempt to defi ne t hese terms. So hazy is the line between 

t ax evasion and t ax avoidance that it is always poosi ble t o 
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classify any complicated eoheme as tax avoidance , so long 

aa there is no absolute certainty that it will be adjudged 

invali d at the end of long liti gation. 

These attitudes have creat ed what might be called 

t he sporting theory of tax administration. . So long as 

t hese attitudes exist, the 9rocess of tax les1slation will 

be somewhat as follows: A law will be passed; i ngenious 

devices for circumventing i ts application to indivi duals 

will be tried out . This 1'1111 take time. Finally, when 

sufficient of those dev1oee have become current eo t hat a 

sreat lose in governmental revenue begins to appear, 

leg1elat1on will have to be draft ed specifi cally di rected 

at the new tax-avoidance i nventions which have appeared 

si nce the last law. 

Today because of t he variety of devices to avoid 

taxes, t he situation oalls f or remedial legislat ion. That 

2oa 
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t ria is a recurring situation is illustrated by tbe tax 

history o f the l as t few years . Pr i or to 1934 , the 

provisions ?ermitting deductions for losses resulting from 

stock sales had beoo~e one of t he largest loopholes in 

our t ax adQinistra t i on. I ngenious use ot t hese deduction 

pr ovis i ons permitted individuals to establish losses by 

exchangins stocks with each other and calling the transaction 

a sale. However , it wa s the kind ot a sale which would 

never have taken place had it not been tor the desire to 

avoid t axes. That loophole was plugged in 1934. Since 

t hat date new devices ot even greater complexity and 

i nsenui t y have been developed, i mitated and copied until 

they are now in very general u se. As is usual i n such 

oases it takes time before suffi cient int erest is created 

to demand reform. For example, in 1935 - two yeare ago -
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under my i nstructions , ~r. Robert H. J ackson called to the 

attention of the Committee on Finance many of the methode 

of t ax evasi on which are now t he subject of this inquiry. 

The use of t hose devices was then a lees serious obstruction 

to t he collecti on of revenue and nothing was done about 

them. Resort to them has now increased to such an extent 

tha t some reform is i m9erative. 

Of course the attitudes wh1ch create this continuous 

task of circumvent i ng new t ax avoidance devices cannot be 

legi sl ated a19ay. The i mmedi ate objective i n the pr esent 

ecergency i s practical t ax l egislation. Nevertheless, I 

am hopeful t hat the continued publicity whi ch hearings of 

this sort give with respect to the g8Jlle of t ax avoidance 

may help to create an atmosphere in which men 19ill hesitate 

to use t hese artificial deVices to avoid t he payoent of 
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taxes Just a s t oday they hesitate to use such devices to 

escape the payment of private debts. The gr eat body of 

citizens already display the same attitude toward their 

obligations to t he Government that they display towa.rd 

their private obligations. An examination of their returns 

year after year discloses no attempts to push the letter 

ot t he law to its limit, and no use of corporate forme 

or other elaborate subterfuges tor the sole purpose of 

avoi ding their normal tax burden. Perhaps continued 

publicit7 given to the more f antastic met hods of tax 

avoidance now considered legitimate may make such an 

attitude more nearly universal. This may be an important 

by- product of public hearings on current tax devices. 

I will therefore attemot briefly to describe the 

general character of some of the methods now i n use in 
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terms which the average taxpayer may understand. One 

ctllll'acter1stic rune through all ot thee. It 1B the 

creation ot a multiple personality in the taxpayer. By 

t~~s device he oeasee to be a single individual and baoomee 

a whole group ot 980ple , some ot whom are earning money 

whi l e others are loeine; 1 t;;···· He divides himself into 

sever a l people, sometimes i ncorporated and someti mes not. 

He purports to carry on business tranoactions with his 

family at arms- length. Otten he oonvinoea himself that 

t t ese separate people actually exist. Each one or t hese 

imaginary individuals into nhich the t axpayer divides 

himself deale and trades with all t he other imaginary 

1ndi vi duals. 
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The total result is a aeries or losses which would 

not have been deductible t or tax purposes bad the taxpayer 

re~i~ed a single personality, The di !!erent methode by 

·~hioh the parts or this multiple personality deal with eaoh 

other are varied and intricate . We will a ttempt to olassi!y 

them later. They are, however, or this general character. 

A taxpayer creates a separate personality to engage in an 

activity uhich is a hobby or a luxury or an ordinary living 

expense or even a method or i nvesting !unds . He then 

charges t he expenses and the losses or such activity against 

himself , Thus, he is able to pay interest to himself , to 

chArge himself !or vacat i ons and pleasures, to give himself 

pensi ons , to be his own i nsu.rance company and eo on. These 

transactions partake or the s ame unreal character as it a 

small taxpayer incorporated his household kitchen as a 

restaurant and deducted the expenses and losses !rom his 

taxable inoooe because he had so !ew customers. 

?Q .... 
- :J 
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Practically all or t he devi oes which we will cite 

l a ter would look absurd i f a pplied to persons or small 

1noooes whose activities were neoessar1ly more restricted. 

They are i lll])ortant as t ax- dodgi ng devices only f or the very 

rich. Not only do they loolt absurd when applied to the 

small t axpayer but they are also too expensive to be useful 

unless large sums are involved. 

The analogies which are used to support these devices 

are found in the corporate structure by whi oh business in 

this country 1s conduct ed. The dietingui shlng feature, 

h011ever , between the corporation used for a business purpose 

and the corporation used for a tax avoi dance purpose is the 

fac t t hat in the latter case ~ere it not for t he tax laws 

no such corporations would have been for~ed . 
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The use o! the corporate device in order to split 

A single man into a number o! personalities ia often 

extraordinarily intricate. However, o! late some tax 

attorneys have !elt t hat i t was not necessary to go to so 

cuch trouble. They have 1n effect split individuals up 

1ntc different persons without botheri ng to i ncorporate • 

• '1. rich man runs a racing stable ae a hobby. He calls 

himself a horae-breeder and 1n this character l oses money 

very heavily indeed. He never makes a financial success 

as a horse-breeder because racing demands too much luxury 

on his !arm. This r aises hls expenses. He then charges 

off the loss on hls r aci ng stable against hle income . 

No small taxpayer would think of calli ng himself 

a golf instructor and then charge the expense o! hie golf 

game against hie income because he got no pupi ls. However , 
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we ! i nd an individual who i n one oapaoity chart ers a 

pleasure yacht to himself at a lose and deducts it ! rom 
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h1e income because though as a business man he is successful, 

as a professional yachtsman he is a heavy loser. These 

i nstances are not yet as frequent as t he use of t he 

cooplicated corgorate personality which is harder to see 

through. Neverthel ess, unless legis l ative acti on is eoon 

t aken ouch pleasant methods o! t aki ng vacations and getting 

r1d o! taxes at the same time will be imitated and 

constitute a serious threat to t he revenue. 

Uoet of these people have t alked t hemselves into 

believi ng that the methode which t hey uee are socially 

legitimate. They profess complete oereonal irresponsibility , 

contending that i! their methode are wrong it is the duty 

ot t he tax administration to terret them out and to conduct 

long and expensive litigation in order t o deterc1ne their 
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val1di ty. The individual believes thAt he i s mor ally 

entitled to take the sporting ohnnoo and t hat he ha.s nothing 

t o lose and everything t o gain by t aki ng it. 

~he device or t he cultiple person~lity or the single 

t~~nyer is ot c ourse not t he only loophole which requires 

1~ .ediate attention. The Under Secretary or t he Treasury, 

Ur. Roswell Cagill, who will follow me , will undertake 

to cl assify t he principal ones tor you in detail. 

I wi l l only s~~ri~e t he principal schemes which 

are bein& devised, copied and i mitated today. They may be 

divided roughly i nt o three claaaea. 

First, there is the device which I have Jus t 

described or making the taxpayer a multiple per sonality 

~hose characters deal with each ot her . 

203 
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Second , there i s a variati on on that devi ce by 

'IIllich the taxpayer deals •ri t h his family at arms-lengt h 

and creates taxable losses out ot the performance of 

personal obligations which he owes to them. He take his 

wife into partnership with him. He splits his income 

between himself and his children inatead of mai ntaining 

them. 

The third device is one where the i ndividual doi ng 

210 

business in this country mskeo 1t appear by a aer ies of 

corporate personalities which he controls that he ia 

actually doing business abroad in soce country where he 

cannot, be taxed. In other words , transfers of t i tle •hich' 

might result i n taxable i ncome are made t o appear to have 

occurred outsi de of t he United States. 
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We do not know how extensively this latter dev1oe 

19 being used. lfe do know that w1 thin the last two years, 

585 foreign corporations have been formed which probably 

represent business i nt erests in Ameri ca. We do not kno~ 

ho~ oany have been used tor tax avofdance purposes , but 

¥e do know that some have been ao used. lfe believe , 

ho,.,ever, that the use ot t his device is spreading. It is 

most i mportant that ita growt h be etopoed bef ore vested 

intercs:a ari se which make it a still more d i ffi cult problem 

to deal l'f1 th in t he future . 
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For these reasons I beli eve that t he use of the 

multiple personality by the taxpayer has now reached the 

atase where Congress should consider corrective legislation. 

The process ot fighti ng in the courts all the different 

schemes which may be woven around th1o concept i s too slow 

tor efficient tax ad!ll1n1atrat i on. 11'e int end to give exa.mplea 
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of a large number ot oases, not all of which would be 

upheld by the courts but many of which are suff iciently 

pl ausible eo that they can delay and hinder t~~ collection. 

I t is the history of tax litigation that it takes years t o 

finally outlaw a tax avoidance device, once it gets a 

foothold acong tax a ttorneys. In the meanwhile, the 

Governcent revenue is impaired in t wo ways; first, by t he 

actual loss or revenue in specific oases; and second, by the 

expenditure of the time and energy ot the tax-enforcing 

asencies in litigation. 

It is true that many of the devices which we have 

referred to are being l i mited and restric t ed by the courts. 

~evertheless, the situation is sufficiently contused so 

that a great deal of litigation is required because eaoh 

case deale with only the particular t aots involved and 

distinctions i n intri cate situations can always be made. 
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And what effect has the increasing use of these 

devices on revenues? That , of course, cannot be exactly 

determined. Nevertheless, it is a subst anti al f actor 

which is ownulati ve in effect, Just as the influence of a 

continued course of sharp practices in bankruptcy oases 

t ends t o reduce the total dividends to creditors. The 

nearest estimate which we can make of the loss in revenues 

caused by such pr a ctices in the tnx field has been ar r ived 

at in the following way: 

As you l~now , each November the Treasury Department 

is r equired to make an estimate of the r evenue of the 

Federal Government tor the balance of the current f i scal 

year ending on the following J une 30t h. I need hardl:r 

say that the problem or estimating the revenue is an 

exceedingly complicated one ; and that some margin of error 

1n the annual estimat es , rest i ng as they do upon forecasts 
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o! business conditione, prices , a nd a hos t o! other factors, 

is inevitable. I t ake great sati sfaction in the accuracy 

o! t he revenue for ecasts made since I assumed the 

responsibi l i ties of the office of Secretary of t he Treasury, 

The firs t estimate of incooe tax recei p ts oade under my 

supervision was for the fiscal year 1935. Actual receipts 

!or t hat year ~roved to be 4.6 per cent gr eater than my 

eat i mo.te . In the following fiscal year, 1936, actual 

receipts were only 1 . 5 per cent under my esti mate for t hat 

year . For the fiscal year 1937 , the Treasury Department 

e~loyed t he eame methods and the same personnel in maki ng 

t he r evenue estimates as had been employed in the t wo 

;>receding years . When, t here fore, the tlarch 15 income tax 

collections indicated t hat t ot al income tax recei pts for 

t he fis cal year 1937 might be as much as 10.4 per cent below 

the esti mate made last November, I became concerned. I 
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realized fully, as I am sure you do, that all the care 

1n the world coul d not always pr event a substantial error 

from entering into our revenue estimates, for , as I have 

already sai d , these estimates depend upon forecasts of the 

~ture ; and the capacity is not given to n:ere human beings 

to foretell the future ~ith accuracy. I was aware also 

t hat my predecessors in the Treasury Department had 

ovel'-eatimated the Government• & income t ax receipts in 

the three years 1931 , 1932 , and 1933, by 15 . 1 per cent, 

7.3 per oent, and 13. 3 per cent , respectively. 

Nevertheless, I decided to investigate the details , 

eo far as possible, of our uarch, 1937, incooe tax 

collections. This investigati on disclosed the following 

very significant f act: Collections in certain areas where 

t here ls a considerable concentration of wealth and i ncome 
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had not increased by as lars e a oeroentage as had the 

t ot al income t ax receiots for the country as a whole. 

In connection with this f act it is particul arly iu.portant 

to no t e t hat dividends represent a larger percentage of 

the ne t incooe o! people with larse i ncooee then they do 

!or people wi th smallinoooee. We knew t hAt dividend 

d!sburee~ents by corpora tions during t he calendar year 

1936 had inoreased materiallY over t hose of t he preceding 

calendar year . 

It eeened reasonable to suppose, therefore , that 

part a t l east ot the discrepancy bet fleen our ori binal 
\ 

est1cate of incoce tax receipts a nd t he receipts that might 

be estimated on the basis of our actual collections in 

Uarch, 1937, might be due to a wi der use of various methode 

of t a x evasion and t ax avoidance. And when lolr. Uagill 
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undertook a fi eld investigation ot this possibility at 

my request, he found much to support this conclusion. 

Ur. :~gill will descri be to you in some detail 

t he character ot hie i nvesti gation. Neoessarily , it was a 

quick survey, and the further audit ot the 1936 returns 

r.ill undoubtedly disclose additional data to enable us to 

deter~ne with gr eater accuracy t he methods ot avoidance 

er.1ployed by some t axpayers. I n this connecti on , it must 

be borne in mind t hat the Bureau ot I nternal Revenue t aoes 

tre~endoua physical problems in t he audit ot t he returns 

and in i ts ettort to prevent tax evasion and avoidance. 

There were about 6 million r eturns tiled tor the taxable 

Year 1936, and it has been our experience i n the past t hat 

only about 500,000 can be audited with the force ot about 

3,000 cen that we have available. 

Regraded Uclassified



?.18 
- 24 -

I believe tr~t it may b e appropri ate to say a rew 

rords regardi ng t h e Bureau's progress in the last few years 

in connection with t he making or t hese detailed audits. 

Pri or to 1935 , the field investigations or returns were not 

comcenced until apprOY.i mately one year after fili ng and 

~ere not completed until about two years a fter fili ng. 

At present, fie ld investi gati ons are besun 3t months a fter 

filing and are completed 1~ months after fili ng - an 

e.d\•ttnce i n the conduct or the wor k of field investigations 

ot approuc:.ately 9 months . 

The collection or additional t axes , a substantial 

portion of wh1oh represents recoveries in instances when 

t ax avoidance or evasion has been attempted, has constantly 

been increasi ns. Our revenue agenta 1 reco~endations 

tor the assessment ot additional t axes increased from $203 

Million i n 1934 to $355 million i n 1936. Experience has 

shown that, through l i t i gati on or agreement with the 
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taxnayer , about 70 per cent o! t hese recommended additional 

t axes are ultimately collected by the Treasury. For the 

fi r st ten months or the present fiscal year, agreements 

w1 th t axpayers !or the collection o! addi t1onal taxes , 

acountin& to about $130 millions, have been secured, and 

Commiss i oner Helvering has informed me that he is confident 

t hat the Bureau will collect by agreements more taxes 

during this fiscal year than it has ever collected 1n that 

manner a t any time in ite history. 

Undoubtedly, prevention or tax avoidance and evasion 

trould be a ided by an ex.am.1na tion o t a greater voluoe or 

returns. I think that tully 750 ,000 returns, rather than 

t he present 500,000 , deserve yearly audit. Ho~ever , i n 

consi deration of t he small personnel of the Depart ment 

compared with the very large number of accountants and 
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attorneys who are constantly e ngaged in t he oreparation 

of returns and in the d efense of the t axpayers' contentions , 

t he record of the Bureau is good, With our limited force, 

we must collect the maximum of revenue, and we must do so 

l n such a way that 1'78 are not years behind 1n our work • 
....... 

These t ax avoidance devices t o which I have alluded 

have a ffected revenues of the Government i n the following 

ttays: 

(1) They creat e the beli ef t hat rich cen with 

expensive attorneys do not nave to pay taxes. There is 

Jus t enough truth in this to have far reaching oonsequenoea 

on t he morale of hundreds of thousands of taxpayers. No 

one can possibly calculate how many petty evasions which 

cnn never be detected among 6 million returns are due to the 

belief that cleverness rather than foirness is a proper 

criterion of t he taxpayer. Thus , t ax ethics generally today 
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are where buslness ethlcs and trade practices were in the 

nineties. 

(2) I n t he highly compet itive situation whlch exists 

among expert t ax attorneys , plausible devices s~read r apidly 

and t ax evasion a nd avoidance increase without anyone 

realizing t he extent ot the impairment ot tax administration 

until the end ot the taxable year. Even then an exact 

estimate of t he effect of tax avoidance is impossible . 

(3) Vested interests grow up in tax avoidance devices 

i n t he course of time so t hat it becooee very difficult to 

change t hem after t hey receive a semi- respectable standing. 
' 

This f actor makes quick acti on advi sable to decapi tate new 

achet1es before t hey achieve the force and respectab1li ty 

of law. 

(4) After tax avoidance devices have become an 

accepted part of tax law, any at tempt to change them ie 
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heralded as a persecution or the rich. Today, tor example , 

r:e nre met by the charge made 1 n so1:1e quarters t hat this 

attempt on the part or the Treasury , forced on us by a 

sr adual accumulation or tax avoidance devices s i nce the 

Jlnssage or the Revenue Act _or 1934 , i s an attack on wealt h. 

Actually , anyone who gives the matter unbiased consideration 

~ill rea lize t hat it is t or the benefi t or t he rich t o plug 

loophole s 1n tax laws, since t his rai ses more revenues 

without r a ising rates. The prevalence or t he devices we 

are going to descr ibe has cast a suspicion on many rich 

cen who do not deserve such suspici on. There is certainly 

no poseible advantage to the conscientious man or large 

incoree to allow fantastic schemes or tax avoidance to 

continue. 
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(5) And :rinally there 18 the very i mportant question 

of the revenue. Those tax devices wh1oh defeat t he intent 

of Congress cos t the Government huge oume, which Congress 

never actually intended to give away. Uoreover, they crea te 

conti nual and expensive litigation. No collecting agenoy 

can operate effectively i f it is hampered at every turn by 

lar.- eui ts. 

For these reasons, I considered it i mperative to 

call t hese oe.tters to the attention o f Congress a t this 

tir e, 

--ooo--
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'l'1 ;,G R- r ;~J:.!;.;ii CiU SIS June li! , 1937 
9 : JJ J . ~ . 

: l.n t : 

r. . • Jr : 

.. .. .. .:.~ : 

l r : 

. . J~ : 

• .. Jr : 

n l t' : 

. . Jr : 

.! .. t. : 

r . Tayl o r 
' r . Opper 
Dr . Viner 
.l r . Ri efler 
.! r . o~hite 
!t• . Locnhead 
.i r . HI' as 
\lr . Oliph a nt 

~y~e , toe floor i~ you~s • 

.. t. nt ve t.;o r epr csentt ti ves , ~essrs . Opper a nd 
n1te . I ;: uess, Cl 1 r &n.;e , you •a better s t~;rt wi t h 

til<; t thing t n& t you tu. ve there • 

•. ell , tnese Er e Just t.hc p<.pers tha t fol l ow along 
<.I'tE: r toe s tt t emen t of ~< l terru.t1ves . Is ther e & 

possibility tout H& rry ' s comes fir s t? 

uell , t ney both com .. toeetne r . Yours fits in Lt 
etcn point . 

ell , I guess mq•be th:.. t go~;s fir s t (to '!:hite) . 

(.::11 te h £n ;ls t t.lr. cned me:3o to Cec:-et~: r:;) 

\ •·f ter r eEding) .. ell, lE: t ' s l<..te C<. se One . n Fr 1 nee 
ceEses to sell &ny f'Olo unoer 2ny circu::lztcnces tnd 
.oer tver r;eld . " .. ell , tn~ t 1 s E - .~oul::! she CLll it 

<. gql.; eobargo? 

It .:oula be c::.lled :. solJ eobart;o o n exports . 

uell , ;;. r~r-<t.Y - b u t you t;llt tbout <- go l o emb• r go, 

don ' t y ou? 

l:es 

I oe<.n why uon ' t you s c.y tnc t ins tead of " Fr&nce 

.:cr ses"? 
"ecruse it· i s cc.pable of b eing misunderstoood . An 
emb&r go on gold m16ht be bn eubar go on &11 c old 
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ex~orts , might be t hut no i nuiviautl co~d take 
golu out of Fr~nce, Lna so forth . 

2t5 

You s alci "ceases to s ell IHJY gala unaer 1ony cir­
cur.l~tances ' nd wherevur held · " 

I met.nt t he Gov<;rllll!cnt of Fr ance . 

Tne October 13 s~Ltement , whicn ties b t;Ck i nto i t , 
specific~lly says thr. t governutnts 1 stabilization 
fun~os .. nich offer to sell golu to Ul! unaer conditions 
... nich you deem to b e in tile public inter est - ana 
tm.t ' s •ne reoson for that . 

I see . 

11 ( ~.- ) Statement issuea urop ing Fnnce f r om October 
13th list , i. e . , the ne>• list ,•:oulc not contuin 
Fr: nee . " You mesn you •d i ssue 1 ne;. s t e temtnt . 

'ln; t st:. t ement is prep!. red l•nd r evdy . If you•o like 
to have i t read, Clr renee hus it . 

how lone is i t ? 

!.bout e ight lines . 

He;.~d it . 

"In lieu of the s tcte:nents of tne Secret::ry of tne 
:recsury of October 1)1 press release ~367, Lnd 
;;ovember :<4, 19Jo, press releuse ttd95 , naming the 
countries co.: ply 1nt Kith the con<!i tions specified 
for tne purcnase of gal"' from the United Stetes ."or 
immediat e export or earmark, tne Secr et:;ry of tne 
Tre1.sury today ncmeu the follo•,, i ng count r i es 1>- S 

compl ying with s uch conalti ons , cs set for th in his 
press release #B66 of October 13, 1936 , LS supplemen~ed 
by his pr ess r elease rtd9~ of November 24, 1936 . " And 
t hen t he f our countries a r e list ed wi thou t i ncludi ng 
Fr a nce . 

" (b) ~ eaer al Reserve B~oM of NE>W York to be notif i ed 
of such ac tion arui instructed to not i fy t he Eank of 
r'rr.nce . " .'.'ell, I don ' t l'l!>nt to s ee t hose . 

n (c ) Such ~;ction is not a repudi ati on of the t r i par­
t i te undertaking . " 
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You meLn a s a whole? I t j us t d rops • . .. 

't ht. t odds to t ha t public oeclf. r ation, .tnich i s the 
.sener61 policy . 

~ut i t would aro~ rrhncc t3 L member • 

:.ot necessar ily . 

i.s t· mel'lbet· enti t led to r ecd ve gold . 

neceivc gol d from whom? 

Fr om us . 

You mu.n S<Ie c ould th~te gold out of here? 

2t6 

I SL:J tt!L t stops her from t Lki ng gol c aw~y froo us , 
hL ViO£ access to gold, but it coes not dr op her from 
tue ori..,im l trip&rtite; t ne orig inc l trip~;rtite 
L~recn~nt r.t&u e r,o .ncntion of gold • 

I see . 

I don ' t ' s ree <:1 th thn t mys t> lf . I s&y th:> t we don ' t -
.. e sUll clon ' t hc.ve t o decl~<re tha t sne is not a 
m,;mher 01 the ~:.greement . 

" ell , thn t ' s wm. t I'm - tn~n you ' re a r guirll: on the 
s; me st-oe . 

,;e clon ' t hvve to m&ke a uech r c tion th-. t she is not 
;. :nember of the agr eement , but in f act shE h[ s not 
lived up to .vh t t he s b ecome of the a gr eement . That 
is, ~he Nouldn' t be in ~ood stbnu tng, but we needn ' t 
s~;y s tle i s no l onger a member • 

.. ell, you ' re on tne op ~osite tJntl we ' re on th E: s Lme 
slue . 

r t illr~K oo, yes . 

~ne quc:; tion I rsise 1.; t nis . 1ne -,uestion I r1.ise -
i1 "e publisn t nis ne•·1 lis t , I t oke it that tno t .toes 
r.ot - I me1.1 n we 're dechring Fronce out of the t r i­
jJartite ngr eement, i s th~o t right? 
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(Vine r , Taylor , l nd Ol1ph{.nt nod yes) 

'! h e n t ne next l!uestion I r f i s e - wha t f tc i l i t i e s 
of t he t r i pa r tite agr eement a r e l e ft to he r ? 

t;onsul t c. tio n & nu ex cha ngo ol' inform::. t i o n . 

U7 

hnd h(or a uty to do whL t sha C~<n t o ma i nt<: in e xchange 
r<. tes ::. na 1 11 the r e!l t of the under taking • 

.. nu our r ecogniti on that. s h e hr.s not vio h .t e d i t ; 
t.n< t is , o ur he.< of public s tr teme nt t hat she has . 

·•htc t obli ga tions do 11e nave to hEr? 

Our r (ociproc£.1 obli5h t i on to o .bat; ,.e c E>n to 
maint;aln e~change !'b l.es . 

.. ell, t n •. t br ings up tnc potnt , would .. e m ve that 

.. .: y - t o- aay oper« tio n 1 s between tt1e two banks? 

tlo . 

.': ell t hen, ·.·.h., t i s \.her e l tf l. to s t tbil i zi nr excnf\nge? 

~ell, you can ... 

Just a minute, pleLse .• 
i t t h i s ~ay - I metr. NhLt 
n~r end? 

~hat i s t nere l eft? Put 
ooes Frtnce co to nola - P 

~nat ' s the ~uestlon I ~;s.<ed . I thin.< Lll t htt cLme 
Lfter.1ar ds became pLrt of t t.ls t r i pa rti te q: r ecmE>nt . 
I li.<e to truce t :tem ell t o;;tthc.r a ne also t o a ssume 
trn. t Fr ance unaer too.< t.t tne ti!De to make r. r range­
ments with us t na t wou1u be S~>t isfactor>· , a na t na t 
:~uen s t1e e ven b:i f or ce of circ ums t ances w&s f o r ced 
out of thelll , we may stil l gn n t her ~>11 the pr i vi­
l et;cs of t he a gr eemen t i f we wt.nt t o , but we t r e 
under no obliga tio ns to do so . 

I • m still g~ t o ori ve on t h i s poi nt . Fr a nce t oke s 
£ctio n on h er p~rt , i ndependent a c tion , I t oke it, 
w1 thout co nsul t ntion v. ith us - a nd there i s not hing 
sa i d in here a s t o whe t her this i s done wi t h or 
withou t consul ta tion . That 1 s l eft out. 
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It' M~< does t.~ thi!IJ ,, ttnou\. c . .msult:.tion, she is 
vi-'lL une it . 

'ittu. ·Ut ttu; t in uncte r (u) . Unuer \&) there should 
bt! 11 .; i tn co.1sultution" &.nu 11 .vlt.,out consultt.t.ion . " 
•m t. snoulci be i nclu<.led . 

. 1~. : utL t stloultl be in tneru . ::e took i t !'or gn .nted . 

. . Jr : 

.. . . J: : 

. i 'lt..l' : 

• J !' : 

.. . Jr : 

.. . J r : 

.l,• cr : 

l.ou ct n ' t t: . .te i 't !'or g r r nted . 

I t.tliO.t t. · t 1 .> ' · ''- cs;:~encc o:" the .mole t111n.: . If' 
s,.e uoes 1;;. ;li th c onsuttt.t1::lll , tn"n she is living 
..t,.. to the t nill6 · r ,.'itn consultatl onr .• e&ns .;.te ,,...,wd 
t sot :>u:- ,>o.r.;~ission . •·ell , :;u p os iD£ .,e s::.it. , "Unl.ler 
t.ne c ircu.n~'t! nc~os tnerc i s nothi~ e lse :;ou c ::.n do . " 
'l'lt~on this :!..:; ::.ll r ic;nt . !:lut SU:J;JOSing she <.Joe:. 1 t 
.. ltllout consultL tion ; t..11..n ;;cu.t L; there - w.•y sttOi..ld 
s.te rem<.in ln t.t" club? L.~;t. ' s 1..r~; ue th<.t wny • 
• tlcl'ler-? 

(No.is r:o t nine) 

.. m t? I mean i t ulni{ I .voul.; 1tut 1 L •• er~ ''Possible 
t. ..:ti:m. " I don' t. tli{P th; t sent.;n::e , tut: ny .;cj• .... 

u<.ll , tm t' s mine . 

.. ell , I .Jon • t lli{e it . I cet.n 1t 1 s to;> .;~tr~ ;.roros 
t :to I dor. ' t tnin.t it SI>YS :.nytnitli . It eltner snould 
hf< ·,ore O!' less . 

r t coul·~ be less . 

•. ell , it e i tn"r :::noul..t bo.- .~ore or less . Un-1er t nt t 
,.o ... la be (t.) 1 - 111vltn C-'nsultt.tion, " r.:.u tuer. wt. do 
cert 11 in .tnings ; (t ) 2 - ll,;lt.lout consul t 6tlon . " No.1, 
it s11e aoes t n is thlnf .:itho ut co nsultc tioni t nen I..,., 
~l:.rence , I tnink tn;,t ow· decla r a tion sl1ou d be 
some thin; e lse ; tncn 1 t nink He should ju~ t r. nnowt~'-

s•w i s out . 

1he tning I n~s tnin.tin,; NI.S tm t this cuts tr.rough 
ull tnese different £Jlter~ tives . You m1gnt put o 
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"t:. te.u<lnt a t t he e nd . 

Le t 1 s jus t i nsert tna t . !.et • s uiscuss •... 

nll of tn.ose urt! .. 1 ~n <.:onsul t v tion . 

.. ell , l ;;t 1 s put it in, but heve ~n >.1 tern:.. ti ve ln 
"ten c t. s e , 11 :ti tnout consul t h t1 .,n . 11 

"0'-~ n,,itn C'-'!l!iul.t;.t.lol\11 lli•Vt: t. ud'inite e:nougll .ne~onlnt; 
in tnl J i~ttnce? 

I 111 o.x.>l<.in ... l t t I :oct n : t'lf t t.1ev .. il: c i ~htr seno 
f) r '-ocnr< n o r nt.ve tne t.mbr..ss< ao r ' cooe in r..no sr..y, 
, ... ,. are ,.or o!)Osi r.t. to -..o t .... ! oll.o .. ing t.ti!lf .. 1 thin 
-..4 nou:-s . 11 

• n- . ive us ~ cncnce t o s uc;:est to t ne::t tnt. t t ncre 
::. i.7 !'1t l>~; so::t~;t!'ll n e l se tney mi .,nt c o? 

'ic.:. . out t :.ey ' ve go t to t' iv~> us 41.-nour notice unvc r 
t.1e &,; retment . 

'In•• t. .>OUlJ be no tlllCt.. t.lon . I tute 1t consulta tion 
.oulu s ive us tn op,or t unl ty •.. . 

• • . . t o a r g ue .. 1tn t.nc1D . 

•{i&nt . !>Ut 11' tney i' lvt us t he right to ~:m::ult - but 
I t .11:;.t i f tne;: shou l.l move .1 t:-~out tnt. t, tru;n I 1 d sr 1 
t .. ;;; If c:-e uef1ni tt t y out . Let 1 s s ::; tney cio g 1 ve us 
t.lt ri;;ht, &nc t i1en ~oe uou ' t q;ree; tnen t tt"J zo .. ne&ci . 
~noulJ .. e s till - tnen t ne;y L t•e still E. m~mber of tne 
tri ;n.rt.ite "gr eer.1en t . lhcn 'm t ; rf'> our obli ,:a tions 
to tne!ll? 

ue.ore ~e let.ve thLt other point , ::t:.y I -.sk , ..:oes the 
trip~rt1te L· gr eement as ~uch c ont :;1n provis i o n for 
~4-hour no t i ce'! I cion ' t t'l:member th:.t: 

,..) t.: l' : No . 

;/ .. Or : 

.I. • Jr : 

No . 
·•ell , I ::~e:. n I' ve s a id it - I 1 ve said th• t £S far ns 
~e • re concerned , publicly, th~ t tne trip~rtite agree­
ment is only on 24-nour not1~c . 
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.. ell , t .u.t •s & lltt..le uifl'crent . Dut at no place 
in the tripartite o r t ny or the p~:.rts ...••• 
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o~el.l , tnere was so.Ae t h lng put in on tha t thing which 
tney oidn1 t lil(a , lf you t•emember; tne French wnnted 
1 t out - tn~> t thin~: ; Luer e h some definite ve rbiage 
i n ttwre m i ch let v .,r t nt t i rupt·es s i on . 

T!lt. t .ves the purcm se 1 nu st lt! of eol<i - Oc tober 13 • 

Jus t tr<>ce t~ little history . It ' s t. little confused . 
I 1 ~ li <e us to .;o b;.. cit t o t he .~or nilli F fte.r the 
tri?brtite &greemenl WbS cons~sted anu r efr esh 
our !'ecoll.,ctions bS to ,,,., t tne :>icture .. ~s tncn. 
> Ut! tt•i.J;.rt1t"' ~e; r .. euent H':. .or:t~d .>ut , ::-e~el sed , 
• n-. so fortn . ...len, .1uc:1 l~ ter , .. e too.< up tne 
.uesti on " No> , o n .vn~ t con••1t! ons ~na 1.0 .-:noa .\ il l 
c reletse ;:old? " /n. !l •.-·:s in coMection · ith t.w t 

Later :r-rt.nge .dent to rel~:t.s e t;olu to pe rt!cull r co un­
tries tJ1i t .t .. or.tt;u out tn1s ;.>lf n o\ .lt!r eb:; .e •a 
~per: t c Nitn tntn, CO'lllllit our selves to t neGJ on & 

,/
1
-•lour IJ's1s , ••nJ s t1!>Uluti nt: fo r <11-twur notice . 

i,o,v , ..:ttrt:. i nl;t 11' t11cy u i un 1 t g ive ... s :0 /,- hour notice, 
t .<t. t woul J bt ~ r~>;>Uu .lll t L...n or tm t subse<, uent 
:d' l'c.n~e:nent , but i t .. o .... w.n ' t lle - I .ne< n tht••t- 1 s u 
Mitfe rance ther tt , you see . 

.• e ll, .iu t noes t!le suhse ,u~nt :. rrant;e•oent on t .• c 
,_;.:C•lL•.;;:t: Of gold - .11· t oOIJ" tnt t S& j ' '? /,nyuOU;' .;o t 
t..t!.;. t ? 

ve:-:t:-<.1 .::tt- te.;.ent ? 

•. t" : aebd it . ..oicn i s tilt. o ne .ne re .e en:;~:;E to e xcm fll: 6 

e;o ld? 

J; . r : • n;. t ' s t m .. Octob1.. r 1>· You r tctl l t u ... re .. er <.. t .;o of 
t.'""'i t ilt. first ont Lj)pl.leu t o Lnt;lb nd ~n<i ~ r<nce ; 
t .l<. t wt.s October 13 . 

Let ' s n•ve tnc t . 

11 Su > Jlementin- the <;nno uncements ·~a de by nim on 
J~nm ry Jl • nct l•ebr ua r y 1, 113~ , to t he e rrect tn11 t 
tue ! reES i...I'Y .:oulJ buy gol d , t.nd on J~>nu;:ry J l, 
l9.>L ref'errin• to t ile s~;.le of r old for "xport, 
the Secr ete r y of t ne Tret.SW'Y s t c; t es t ru.t nerer fter , 
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· nu wtti.l on ~4-hour notice tnis stttecent of 
lnl.t:ntion il!lY bt revotteu or t.lt<;re<l , tne United 
;:;t,· t.: s .. ill r lso se;ll gol a for immediate expor t 
to or . . . . " 
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!r I L1< y ;.cd just one oihL r piec e or nistory to 
.~Lit cleEr , tmt tntn1 w:s follo•ed by c. n c>.cnrnge 
:)1 <.:Orrc.;,>onu~nce bE:t . ."CE:ll the b~ U~ •;tl.;reby .. e .IOI'IH:U 

.>lot · r.ot.n .. r :.~-nour tnint: , :.na Locllh€tt: c~o.n tell you 
1· t t.lt t is . 

• s I in<;tr,_,rt;t t,lt; s! tut tion, t:l€ z.:b;et.uen\. t r:-u:re­
. .... :.ts .er;, necess~ ry in or .. er to i..>;le:~e:-~t tnc 
ori,;ix t st· t.; .• t:nt , t n .. tn .... nolt business is tne 
t..t· · )~ t·t! tt t !:reE \t.'lt , r: ~th .. r tnt n tnt ori61nt t cocu­
.!t.er,t . 

Ju-t t !:lo•nent .•.. 

1.na i.nc Luc: in;· : ll th!' cu~toc.Js cnc unoersttndilll:s thE t 
m vt: oevel0pett unuer it . 

"" 1 unaerst~na it, t,n,. c, l,t"r ::r eeotents ""r " l'ore-
s.•: Qo .eu r>y tn~o ori;in: l :; tt tE:a<.nt , n!cn .v: s int.t<nued -
.. " t .;tt te;:~Ent in\.<.llt.cu to b<. follo,;e.J lJy u rnn~em;,nts, 
• "'' tab t. \.He lf t. .. r • rl'b llt.'-·"Lnt.;; , ,>lus t.ne o ribiru:l 
t ·ree-1e!'lt , plus 1...1u unoerste:tA.&in~s en~ c:>nversrttons , 
to ·etntlr I"or:n toe trip~ rtit" arr~ r..:e::oo:tts , r ny r.ot 1 ny 

:-tic.ll r ;,ocu.uen1. t n~ t.IE .. :-ticul: r :o.· ~s in tnt> t 
J~rt.iculfr uoCU;Jlent . 'f11t t 1s •1Y un.>ersttn~in~ . lnd 
t. ltrtfore, if til\. l t. tur u rrt n~ew.c::nts .. ·t:!.'"t for"':,,v-uo .. t:o 
l:l, Lte ori gintl »t:ree•n~nt , ; nu lf tn~ S?irit of the 
or:t.; in' 1 o.;ree"llent 11oulu not h~ve been C>;rrio:o out 
il t•tcse ~;r r ~nt:.,mtnls h<.u nol tten re< cneo , tnen ll 
v.l.ol::.tion or those f, rr~n,.e.nunts , unless .;e : r& nt tht t 
tnt circu.'l15 t &nces we r e :;UC•l L s to force i t or llltttt iL 
:.cce.Jt>ble t.o us , is 1. vlolt t 1on of th£ tripurtite 
~t:reement . I ;unit thlt i s : n int .. r,>ret~t1on . I 
uon • t ::~e<.n I c :.n sno1. it. t -> you or ue::~on~tnte it . 
•'~.;rm. ,s t nL t 1 s • .. ront: w1y of loo.t1n;; at it, lut it ' s 
t .• e w~y I l oo.< ut t.nl .. nolt! busi ness , .:no I t nin.< it ' s 
tne w &y t ne public looks ~ t 1 t . 

Regraded Uclassified



J. r: 

. t •. t !' : 

.. Jr: 

t. • J r: 

l ' : 

.. . Jr : 

• • • • ) t" : 

. . J ,, : 

-) -

You remember , don ' t you, J ~.olte , th< t tn<!re is rlo 
rtftrence in !'lert, in tho October 13 s t r tement , 
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" t tn~;r expr essly or h~ impllc~ tion , tying this tning 
u,, ·i th til.: s i gm.tory countries to tne tripartite 
..1ec1Lr ution . J.he Secr e t 11 ry c ould adu t en countr i es 
to tnt t list ,·.no tlt•U notnln~> to uo • ••• 

o>ut actua lly 1e : s.<ed for s ttte .1ents fro.n oth\.r 
..:<lW1tries , we tried tot; et ;; t L ten.ents f r om other 
c>t:.ntrlas tn· t r.wy .. oulu subscri be to th:.t 
J!'l~lr.ol st~te~ent . 

~;.1 , Wt...J .:>ine<. it, t. .H. • ..tia sul:-scrlbe . 1he 
l. .. !"'tt. ..::>Wt~rl~ .... teet c;._e in 3Ub3e uet:tl\• - t.ht.:y 
.J i-" s:.oscrioe to tnc otner . · · 

:n~ t i.> ,:.er1'e..:tly true, :.till it .. ~:. :;ou:- ;olicy : t 
t..•t t time not to e xt .. n .. t.lll J .• rivil..,t:e o!' October 
~.)to t n)t:;o-.y .-.w o..iun ' t sulscd.tc . 

.uut ne-vcrt.~,elt~ss , t .. t... uocwn'"'nt 1.; such : n t.n .... 
•ro.; r :. •. 1 s tr t ed in 1 t 1 ~ such tm t if you uecided 
t \' t _; ou w: nt;;u no .. to e:-temi iL to t.;n ointr coun­
tri~3 .10 were :-.ot. si n• tot•i t.s , or subscri bers, to 
t.1c t r'- in.rtit;, atcl• rcti.>r. , lt !:"to.lS to "le it ·o..tla 
l:e lnconsist..,~t .1 th tnc rrame~:ora of t nis to oo 
~ :.,iL,Iin~ t!lse; 11' you J',lt ;,•o 1.0 ougot to -o it, you 

c:>..lv "" 1 t . 

L~ t • !: s<:; Jr ,ten w: s <llo.:.<in 
t oi:l • c ·.oul • s: y to tu<i l -

t .• t.. ~,e p-:c ,her ::.L uocu:~tnt.? 1, 

t'~inciplo.s . 

' t our ooor . • .. ~ first 
r• oul- you s ubsc r H " to 

. rinciple:s . 'l.m t ~oul. b~ t.t ... fL•st t . 1i ng . 
11 I:ol'l , 

• .>..t ..:o o r ; ,u "'n't . !I' :rou uo , ~.ll rignt, tntn 
·:c ' l g ive you Ln~< s • 1110 ,tr l vi lett!S .. e iwve livc.n 
dolli.r.i.l r.n.:t :.ele;ium, provi,:~o ttl" t it is' (I'Ct!l ble 
tJ , m·ltnu <no h" nee . " No:. , • e; z:r.,e tllf t 'ny more 
.n~nbo=rs - .. e vult consc~lt Lntl;.na ~r.;t Frfnce 's to 
.. . h..:t.ler tile co:ne in, ;.no .1e cou1..tr• ' t ~o t .. rough t.ll 
t.ois ri.:mt role; but in e1 ch Cl St .. e .. o..:L.1 con~ult t. e 
ori.~i nr..i t .. o .!h .. Ot-t..r3 , .. uL~n ,a.re ln;:lc.oo c.r.~ r:f~~e . 
::.ut .. e ;oul:.n r t t.. t ~ ey ..;o-s, co ~e in unl~ss .,;1e, Jub­
_,cribeJ t o tue , rir.ct,.. ... s :>f Se,t~< .ber ,6 . 

(Jllpntnt u..,.__. o1.t) 
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. n~o _>r inci;>l~.s ore tne ir.ljlOrt.ant tning , ond t ncn tne 
;;ecru.ict l r rr Gfeoents, linich very lit;ely will V!< I'Y 

it.n e ~ ch c ountry . 

l•nd , t s time goes on, •.ri th circwnstbnces . 

J r mecht-11 tcs which implement H , but ur e not neces­
s~<rily t rund~mentLl l'art of tne tripr r t ite ~greement . 

·ell no,, , i :., the at.oos.•here cler r er? uo .• e under­
~tL:hJ t:Lcn other? 'i'n£n il btt .. Jo7;n to t his t h i ng 
~~;..in, t .. i~ !.:n..Jor~;..nt 't.'-t:StlJr. o!" ~ :ith constdttti o n .r 
!1 ~r: nee ~ho1.:1~ cor.sult · 1Lh us a bout ~ colo embt rgo 
or 11m1t1nr. - s a;.: , t ilE <li.:><.:Ont!.m.ur.ce of. .•.• 

t..r.~,; lnt lr" ; ... tell ,,oints - tint ' s tu., t hing which she 
i s lloing , see? 

.>ur osln::. Slle c: n ' t con t..:.nuf to do thu t . I mc1 n 
t .u. t ' s just .• mt you ' r~ t:lltin.; ·bout nert~ . t..o .,;e 
slw,JlY : .m.H.nce tm .. L ,.., ·" vt r e v.:>.ted the Oc tobt r 13 
: rr:. '\t,.c.~.ooent ., or -o 'ttt: tO b fCtC t-nJW. sz..y snt is not 
~vtn _:':li.:c:f' ..:>f tne ~t..~t· ttr 'o Grr· _tJlto. nt':' 

J.'I)U ht. VC' ,)' \Jur opt i on ., I 1 v J' .~ , t t:c. you ou~n t not to 
>~ec.l-.c tw.t , I'd s";; , b~iore ..... 

Il' :, vU tn t t o :t i c:c tu<.w ou t , y.:>u c~n ; 11' j ou u.on• t , 
, ou ~J.;n 1 t nt.v~c- t o . 

o\,;14. , I .. aula sar t.u t. ,'''t;: 'v .tiC~< t ne ::s out of the 
.. t. ~t. bt. r 2c. ttUnt; "nl~ , s t n c i tre.:r,e -~' ~ara ., lt1 ve 
~.~a: t LS t.tsolut.el:t - ltrl tnt h:)~es Lar t 11 .~ ct.r.cel 
":. .• ~ Jctotc;. t· !3 yriv~ l"t.."' " cir~Ui.iA.5t&.o~es ..... ts"' \!O:tc so 
.;J • • t Jl nt ,l. c.bl(;. to com£ bt..crl: t.6 t. in . auh? 

(lions yc s ) 

No.r , woo u i Sbi; r ees ::i tu tnv t thought? 
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I uon 1 t c isegree wlt.<l your conclus i on. I thin.< 
L you 111sned t o kick t nE:.n out - I t hin.< the ct oe 
,1~11t - ;. str ong.,r ct ... t. mi.;ht b~: m; ue tb~: n .. h::. t 
~in6r o1<:1 , t l1r t you <~ouldn 1 t mve &s eae,_ut• te g rounos 
's > ou u1~0e o ut . b u t. since t m t i sn ' t the oolnt at 
i ssuE , tne r e is no n eed of a i s cussine it . · 

I oon ' t ~isr:~;ree .. ltn tnt. c onclu s ion e ither, b ut I 
.: . . 1t t.:> s ug0es t t. ln t tnut·c t n . s till al t <o rm tin•s 
t .• ere . I rucss t.u er .. 1 rc · t let st tilo . One is tht t 
notuin_ is s' i o :bout the Se,)tt:Jober : o s t L te:ntnt ; 
tn< t i, , sio.>ly r n 1 nnouncccent ti'l< t t nei u re no 
.or...,er .. m tne Oct.obo:r lJ list . :l.1e other i s t:l,.t , ou 
•• ·At c.:: o:.i.·~i'!D t lvt $ t t- t.E: "'lt!nt , ~o to spe:. k , 1..0 s e t :..t 
rE. t t :o;; intt.r ntotionl ... e:tior: , : n~ SE:/ tnt t , ou 
c.on ' t r egc r J t.H: t s 01.11. or t nu ~epte;:~b., r ;;o '~,. re~;:-
.. ~~,.ut . 

.J . cour :H: , t .1e c ircu:,..,tEnccs s..;rrounci i n;: 1m tcvcr 

. " ' r.ce d .:>cs 1.ill m. l p to .11 .<e u, one 1 s .'lind . But 
L:. 1.,, vln.., ner i n , one 1 S.>ll:lllJ t aefini t., obl i tll tion, 
t ; • .1 i t. s l so c~ :: be conaoncu b) the: pul.>lic - I me< n 1 t 
cr n be int~r !)rt t .,ci b;, the pul>lic the ;. .:e condone to 
.tove••.ent in the ,;1rection - in 1 direction wnicl1 i s 
!·uv .... ,·s .. to .. 11:.. t .'It n<..vc been workinr f or . 1 lll£bll I 
t .. in.- t:u t ' 's to i..t. c onsi der eu ver y thorougi1!y . i.J'tor 
tll, if rr<..nce d i U tnis , tm;y 1 >J. s:.y , n ''ell , ~\r . ~'Or t! en­
t.u!!U, uO yo.J t . ,.>rOVt: of .ht t. Frtnce lU s u.:>nc?'' " .. e ll , 
t.tc c tunces a rt. I d on ' t . " " .. ell tn<..n, .my uo you lc1.ve 
HEr in tne tr1pr r1.1t" t.~. re~;:.ller.t?" • ::el , .• e >.rt. in 
.>O,.. .. s tno.t snc .. 11. ,,.,._ tu" li: h t :.. nu c o:ue btc";t . " 

Tn· t she ' ll get w~;:l l . 

o .. , no .. ou:ld m vt 1.0 s i .. n tuis .. o::urnent itt.re, Cr se 

One? 

You me<..n tne: press relet se . Sell, theore:tict.lly 1 it 
coulu be i ssued by you 'ntl i t .vouldn ' t ht ve to be 
s i Lncu by &nybody . 

uiu it mad "with the a pprovLl of t he ~resident'' ? How 
;[ s 1 t done before? 

r : "nis is i oenticol with t he for:D o f the ;>r evious s t:.. te­
.:~ent . Eut you u i "' ;;t: t t nC; 'j)prov:..l of t he !' r esident 
to :.. 11 those ;>hpers befor e you i ssued the:n . 
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but nc doesn ' t nave t o have it . 

! l.(.t ;>anion? 

You c.ou • t n~v~ Lo htve it . 

~Ld LhE Octob~r 13 hLve Lnc President ' s &pprovtl? 

') 'J ­
-\J:l 

,. , Jut• office copy n· s ntd t pprov~ l. 

-...... 

1 :;t<e . ell , I 
u n .;'-' se .:wo . 

tnttJt I unuu·st: no rnd ! 1 m r e~oly to 
Loes kl'\)'boo.y •• nt to t!.l« to Cll se 

One? 1.11 r ign t . 

I '1s.1 rie:r.J<.r. .. o .. tu s 1L in. I ' c 
o •.-r t :.is t.dn .. nor., tru 11 once . 
... , . t "" • s doiO: , but I ;,rJ.y . •• . • 
l r . Jlipn~nt? nt: .lt<nt out .,uitl 

not goin;; to ;:o 
I .le< n I don ' t .~no"" 

(On pilonc) ht:r., • s 
::. ;;hile e,;o • 

.. ill yvu (Opper ) eo out t nt.1 te U Jr . Oliph< nt I 
uon ' t c;.re .;h1 t i t 1.3 1 ! ' rn not. goin_: t o nt·Ve t iliS 
t.n.i.nt int.,rru,:>ttHl by 1.n, body; I ' m the only ,mC; iiu t ' s 
c. :lin~ t.o t<c.<t: ~ny lrnerru ,>t. ions . 

(OtJ~cr _o~;J out) 

It. ' :; ex~!:; inea in t.n" ne>:t. sentEnce 
o.Jt. ... ts i!: ec en cc se . 

s pecir 1 or rc nre-

• Jr : 1 !1" l'r<.llC C i mposeS In \.r.lb<.r ;;> .. itn <0 <IOC I rrt ll e ICI.tS " -

n: t. ..tOe!O tllli L term met n? 

" . . -

' · . Jr : 

t:o re£ul&r E.rrLngements , eccn sni ,.nnenL en:~ s1le 
tnvolvio~ E spcci~l tr~dti . 

(Olipht nt t.r.J Op er r eturn) 

th,r mr n , .• e "''-Y pass ovtor som ... tning , ~nd ..... 

I • m sorr , but t nr t wt s ttl<; l'inal s t L t ement • 

.• ell, I me< n 1 week from noN I ' d sry . • ·. · • 

.... xcuse ":le . 'fen o • c loc.< is t pproL chin~ v er:t N ,_.il!ly . 
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u ut I meE•n I 1 ro t he only on& th1. t c s n 1nterru;>t. 

No~ , ~nere ~er~ ~e? 

Ct.se Two • 

"If !> r a nee imposes tn emb~ rco w1Ln ad noc t t'rl.'n['e ­
ments , Erreneements wni c h i nvolve t he purchtse tnd 
s t le of gold onl:f on t ertas t. rn nged for e a c t1 trnns­
·c t 1on . 11 I still don ' t- I m;;t.n tnis langu~sge is the 
_ost involveti lt.n&U~t t: e I •ve evtt• r ead . 

ueJ.l , we c f. n s1m;>l1t'y i t . 

( on ~none) uello . (Convers < ~1Jn .itn Cochrtn 
4ollo .. s : ) 
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Cochran , 
Llerle H.: 

c.: 

H.U.Jr: 

c: 
H. l.. .Jr: 

C: 

H .... . Jr: 

c: 
H. M.Jr: 

C: 

!i . IA .Jr: 

,. , 
w o 

!i . lt . Jr: 

C: 

C: 

H • .,. .Jr: 

Hello. 

Good morning . 

Good morni ng, Sir. 

Now Cochran -

HUH ! 

June 18, 1937 , 
9 : 38 a.m. 

23? 

- I handled the question that you put to me in 
the following manner. 

Huh! 

Hello. 

Yes. 

In the first place I discussed it with your 
Superior and with mine, and then I sent tor 
t he British Ambassador and told hirn the whole 
story . 

Yes. 

And asked him to advise me what were t he wishes 
ot the British Treasury. 

Yea. 

Now, I'll read you over t he phone wha t - the word 
I have from the Bri t1ah Tr easury, see ! 

Yes . 

"Please inform Wr . Worgenthau that Wr. Norman'• 
suggestion arose from t he tact tha t it will be 
necessary to give very oloae a ttention in the 
immediate future to the French position on which 
we are very much in the dark.• 

Yes. 

"From the amounts ot gold which have passed 
to us in the l aat six days it 1B obvious that 
they are losing gold at extremely heavy rate even 
tor them. • 
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Yes . 
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•Governor of the Bank of England, 'llho had seen 
!Jr. Cochran at Basel, suggested if he could find 
it convenient to visit London, h1e opinion on 
the situation in Parle would be most valuable . 
The Treasury concurred a nd ea1d that they would 
be most glad of opportunity or discussion of 
position informally with wr. Cochran, if it suited 
hie convenience . Chancellor hopes that Wr. Llorgen­
thau sees no objection.• 

Hello. I can't understand that. 

Hello. 

Hello: 

D1d you get that? 

Yes, I- I didn't t ake it down - I have the 
sense of 1t. 

Yes. Now, under those o1rcumetancee I am perfectly 
w1111ng tha t you do go to London on Monday. 

rnat , that I do ••.• 

• That you do go. 

Yes • 

I r.ant you to file me your cable from London, 
whatever information you get there. 

I see . 

And I also - when you get through - I want you to 
tell Butterworth entirely what happened . 

All right. 

And I am telling Butterworth that you ' re coming. 

F1ne. 

I'm asking h1m to cooperate with you when you 
arrive there. 

F1ne . 

Futhermore, on the return of Wr. Bull1tt, I w1ah 
h1m also informed. 

I see. 
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H .~ . Jr . 

c: 
h · . • Jr. 

,.. 
" ' 
H.li.Jr: 

c: 
~ . u .Jr: 

C: 

'l. !.I .Jr: 

C: 

!! .l.I .Jr: 

C: 

C: 

H .M.Jr: 

C: 

H . ... . Jr; 

C: 

H.M.Jr: 

H.l.t .Jr: 

C: 

See? 

That's al l r i ght. 

Now - look - have you got your instructions - -

239 

ae 

I, I want them carried out Just a e I'm giving t h em 
to you. 

I, I didn't get t hat - - ­

Hello. 

Hello. 

And I ' d like you to carry out these instructi ons 
Just t he way I ' ~ givi ng them to you. 

All right. Let me get t hat straight once more. You 
want me to t ile t he cnble a t London. 

Yes. 

To let Butterworth know just what I 've done. 

Yes . 

And to let Bullitt know when he comes back . 

That 's right . 

All right. 

Hello. 

Huh ! 

Just a minute. 
·worth to otter 
arriva.l there. 

Surely . 

And - yes, I'm asking wr. Butter­
you every cooperat ion on your 

And •••• eo there won't be any possible mis­
understanding • 

. . • You want anything that I get; whether it'• 
on bankl or anything else - you want it tiled t here . 

That's right. 

Because, Just between us, I stil l have the reel ing 
that 1t'e something beyond that • · • 
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:! . ~ . Jr : 

c: 
:.: . ~t .Jr: 

:i . .. . Jr: 

~ . 
~ · 

H . ~~ . Jr : 

C: 

li . :t.Jr: 

C: 

~ .~ .Jr: 

C: 

:f . !J .Jr: 

~ . 

~· 

C: 

i!H,Jr: 

H. U. Jr: 

What's that ? 

I stil l have the reeling that they may bring up 
something besides the French ei tuation. 

That's all right. 

Fine . Fine. 

I trust our Embaee1es. 

240 
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I mean I'm not going to have Mr. Norman casting any 
doub t on any Amer1oan Embassy. 

Well, I--I think that's t he right t h1ng. 

And I have comple te oon!idence in our Embaesles 
a nd t helr statts. 

put up to me. 

Pardon me? 

I say I put lt up t o you Just as lt was put up t o 
me . 

Yee, and I ' ve, and I 've spent a lot of time on 
this . 

Yes, I know you have . 

Now, when you go over - a 

• • • • I can leave here . . . . • noon. 

Pardon me? 

I shall leave here Sunday noon. 

All right . Now you uee your Ju~ment when you go 
over there . 

• .• and get the night traln back . 

Yes . 

That may - might make it pretty difflcult tor me 
f1le my message from London • 

Now listen Cochran, please don't a r gue on that. 

I, 'II! I!Orry. 

Please don't argue on that. And- a - a- ae I 
eay, when you get over there, I ' m not going to -
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you Juet gotta uee your head, that ' s all. 

Fine . 

I 1m leaving that part to you. 

Yes. 

But as to this other, I have definite reasons 
why I want it done just the way I've asked you to. 

All right. I'll take it up exactly that way. 

But as to what you do and what you eay and what 
you hear, I've got--

• I didn ' t hear t ha t last. 

I say, ae to what you do and what you say I have 
complete conf i dence in you. 

All right, Sir . 

But ae to t his mechanics, I have definite reasons 
why I want it this way. 

• • I'm sorry . . . . 

I say, as to the mechanics, I have definite r eaeone 
why I ' d like you to handle it the way I suggested 
it. 

I understa nd absolutely . 

See. And it it's sufficiently i mportant, why don't 
hesitate to use the te l ephone trom London. 

Al l right. But, but the chances are that they'll 
keep me busy there that day, and I'll t'lle the 
cablegram the l ast thing, and then come back eo ae 
to be here Tuesday morning. 

Right. 

. . . . 
Wish you the beet or luck . 

. . here is pretty bad. 

What' e that? 

I say, the s i tuation h ere may get worse over the 
week- end. 

Yee . I mean, I wouldn 1 t let you go it' I dldn 1 t 
have complete confidence in you. 
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(Laughter) I know it . 

And I'm, I ' m not trying to tell you what to say 
or what you shouldn't say. 

I know, and I Shall listen - that'll be a main 
t h ing. 

That's, that's right . Well, good luck. 

All right, Sir. I ' ll be baok h ere Tuesday 
morning then. 

Anything you want t o tell me about the French 
situation? 

The, the only thing is that the Senate Finance 
Committee received thi s measure 
yesterday evening. 

Yes . 

Yest erday afternoon • 

Yes . 

But • •.•.. • •. •. .•• to give the 
tull power. They want the Government to state 
detlni tely what t hey intend to do . . • • 

Yes . 

• to st op epeoulatione and fraud • 

Yes. 

Blum and Auriol are supposed to have sent word 
thle afternoon tha t they would not be satietisd 
with any measure which would l imit them. See . 

I see. 

They want t he tull au t hority as 
Tr easury. 

Yes . 

So now they try tor a compromise. 

Yes. 

1n the 

And the bill probably will be debated t omorrow. 

Yee. 
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It is possible that the debate a1ght be postponed 
untll lolonday. 

Yes. Now, Hello . 

Yes . 

The important thing that we want is--if i t , if you 
have, can give us hints as to possible course, if 
any, t hat the Frenoh may t ake . 

Just now I can' t - they • • • . • . . • 

I didn' t get that. 

. • . • • • stab111r.ing • . . . • 
and getting the ten bi llion 

Would you mind repeating that please? 

I say, it seems that they have dropped to their 
authority 

Yes. 

Their motive ie to devalue to the full l imit. 

Yes. 

To forty-three milligram. 

Yes . 

That's twenty-two point ninety-six to the dollar . 

Yee. 

And take the profit wh ich they could . • • 

Yes . 

and also 

And the Senate doesn't want them to have euoh full 
authority, 

I see. 

And the Senate is also against 
they pledged themselves not to 
control. 

. • • • you know 
put on exchange 

M .~ .Jr: Yes. 
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C: 

r. . ~ .Jr: 
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But they will close superv1e1on. 

Yea . 

Perhaps put a heavy tax on holdings in France, 

I see. 

Upon accounts and deposits, and eo on, that will 
tax the amount or foreign exchange sold. 

Yea. 

And the Senate is afraid to let them 
have eo much power. 

Well. Now Cochran 

There's been trouble over the Ministry ot 
Finance, because I just had word five mi nutes 
ago that Ruert was out. 

Oh, really. 

Yes. Hie Assistant was tired last week. 

Really. 

had had ditticultiee with Auriol . 

Yea. 

And t he story today 18 t hat he's out, but I haven't 
confirmed it , I just got it five m1nutee ago . 

Well, ill R1et no longer a member? 

No, Riet and 

Oh, my l 

So they, they bot h got ott. 

Ah, that's too bad. 

And it had a bad errect . 

Yes. 

both quit last Saturday. 

Then the other thing I had - just a moment . 
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Oh , they, t hey told me very cont1~ent1ally th1e 
morning, that the Bank Statement which comes 
out a week from yesterday • . • 

Yes . 

that 1s, it gives the condition or, as or 
yesterday - w1ll show no gol~ lose. . . They say, 
they told me that 1t'e no trick, but that they are 

over a certain profit; t ha t they are paid 
some profit on the fund, but I ~on ' t know whether 
they've converted that into gold some place or 
what. But a ny way, they're going to present the 
Bank Statement showing any gold loss to be 

Well, who do, who are they trying to tool? 

(Laughter) I don't know. 

Yes . All right - Cochran, I got your letter, 
and I extended that arrangement J uly let, tor 
t welve months . 

Oh, tine. Thanks a lot . 

Rlght. 

And I 'll carry thiR through just as you have said. 

I! you please. 

Even if t hey put in somethinG t hat's entirely 
foreign I'll put 1t a! l in the cable and not hold 
out any thing . 

If you please . 

All right , Sir. 

Thank you. 

All right. 

Thank you . 

Good-bye . 

Good- bye. 
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; ~.~ . e ' 11 b& ve 1.na t 1 s - hlS-nLme in L minute -
... utte r11orth will te on in 1 second . 

I don ' t •<now, '-OChr!in - nc •s t: l ittle "o1<i - m!ic 1sn" 
b.>ut so'lle of tnis s tuff . I uon 1 t 1 . ~nt nim to g o 

to Gret t Brita in and tlt!Vb the /.mt..rict<n E!llb:.ssy 
i.n Lonuon feel t hz t n"' m sn1 t ~ot enough confidence -
.. e •s ;:ot to go o ve r t o Pt r ls :.na file ni s Ct bles . I 
,.,;.n a:'ter :.11 tmt ' s - I don ' t 'tnt; ~r.ycody to S!.Y 
I n: vez. ' t. got enou;:n cllnridence in our st~ ffs. I 
e~!• tmt ' s "'·to .J r . tiull. •·no I tniiM toe ,. ::!l.rictr. 

, ~· .~;..,..:>:- to Gre: t Erit~ln w.;t.l~ sc: , 11 'Ih!' t 1 s 
· .. ~ .!'\:.1 sli:; .. t , ... or ·e;n t.hvu . " I :~ne:: 1.e 1d st.y - I 
.ne ne .. oul;;r- 1 t WLnt to co tziL t . I ::et t oe oe nedest -
ne t:zl>us of t ne :aost ,•)z~; .. .,r!'o.L rt:. sor.s w.ty hE- snouLn ' t 
r.:.lc tm: in r:el::ill.;J 1 n~ noll: nu; '"' ma to .orr:: lln tue 
lc·-. L~ , :.r~.~ :1is note;.;. .. t.rt..n ' t in snt;.pe . I .;now ·sny 
.. L ' :; .JOlr\L it; he &.iousn ' t loLn t this stuff t o lHk . 
cUt llll tue otlU.t' ht 0•.1 1 a •s o:in·l o: toU[!\ on these 
i<:Ubt s,,, UO!'S . 

(On ,• hone) "11y t .11 I .<ept .. ,, 1 tint, so l on,; !'or London? 

wut Ilt 3 t o 5t t -r • L Utit.:r .. ortn . 

. Jr : I •m j us t t etsing . 

• • • 0 . " .. 

.! l t.t : 

I tu~u._ot you erE< • 

( HeHt;- 11 u,:nter ) 

Gooo g irl. 

'lot: f < c t to;; t t ney hc ve t neir s t r tement fixed so t s 
not to sno;t s ny loss next ;veek ..•• · 

'lh!J t ' s wny Rueff went ou~ , probtbly . 

z\emombe r t ne s t a tement I go t from New York ; th~ t • s 
.my Hist ;;ent out; his lt s t r ccson, spec i fic rer son, 
.~· a they r a ked tat! statement . 

On tue o tner !ll'>nO , 1 t means tney don ' t t:~ave to do 

1 1
;ytuing over tnis Nee~end . ;. lo t of t i1e:1 •• 10 r e £fr b1d 
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the s tt te :.cnt v.ould c a use so much t r ouble, und 
noO': they ' ll drt. w e deep br ee th end fi e:h t 1 t out 
in ?·rliument on ~r.othtr dty . 

· .. , .t;; 1 s t.1c .. t.ne .<in..: :>~ t nin· 1 s no t letting 
r.:;le .:no .. wtt.il after tne; .1, .. eo: t el. tnere t .. c t 
Lt be:-rit: 1 sn 1 t co.nin~o uf tht:o re . I o ean 1 t ' s the 
sr!!le tning . 

·::ell , I I ll ect Jown to th i>• tuing in [ minute . You 
boys go t 1t i n nice s hape . I t Hll "ets down to this 
tllinr; . l.c i' s st•Y thfit - Ju~t wnile~ Ne 1 re :1uiting -
I d on ' t .<nil .. ~nt.ther t his is covbred - l e t •s s~y tile 
z:.a nK o f Jo'runce doesn 1 t mr,.<e r n tlonest s t~ te1"ent . Is 
tiu. t any of our ••..• 

"ell , .. e uon 1 t .mo .. ,•:he tiler i t. is or not . 

J. oU c-.n • t cont.e.;t tr.eir .;tt. tement. 

Gentle.:~n Ll'tl s ti ll 5 ~;ntL.,,,,tn • 

hf•d t ut.ir bookKeeping i s lhc;ir o.m business • 

How ao you kno11? 

Isn' t it. ·uiH"Velous , wnen you s t ur l. to tniru of i t , 
t•l&t tn~; corruvt1on of public ofi'icia l s conl.inues 
cbr ocd just liAe t he tari ff aoes in tnis country . 

.. ell, t ~ol.<int; on tn1. t, r es dint; my str tement t nis 
morning , I loved the t nine t ill t. tuey gave me, the 
sportlnt. atUtude tow&rd l. uxos ; I think tht t tn11 t 1s 
gr and . You know, the Tribune c ouldn ' t fino u sinele 
t hin& wront: .. i th 1 t f r om the news stbn<ipoint • 

I d i d.n • t r end the i r ibune. I st w the 1'1:nes . 

Did you s ee the 'limes? The Tr ibune hed not ~ single 
s~ rcr st1c tning in it. And all BoaA Carter could 
sey las t ni ent G>-s, •Tne Trel sur;, &p,.>e6red on the 
riil l , t uey s ;, id t ney ' re goinb to give tne n£mes , 
.1e ' ll st!e wno t we will see . " 'J. hat 1 s all ne sai d • 

.. ell, l!ny wuy , we ' ll g o on while we ' re waiting for 
buttt<I"No rth. "If Fr ance i mposes bD embargo" - we •ve 
go t . t hn t :.d hoc s tuff; I think tht t w:; s a Kind of a 
Imine . 
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It ' s c. bet: r . 

rlt< ve you passed trll< t? 

No . 

"/. rrvn;;eoents which involve t he purcha se end s•·le 
o: eol d onl y on t erms arr!ln&ed for each trtnsac tion ." 

(1o tCieley) I f rnybody should c r.ll :.!r . Olipmnt, let 
.1i:n kno .v , will you, becr.us<. tuey cwy need him on this 
thing . 

" '" rrf nJ;;emenl:s v;nlcn involve 1:ne ,.>W' Chc se ~ nc. sz.le 
-> .' 60lu only on t .. re~:. r rrt.u~;,ed for eac.~ transec tion. n 
Y .>u oeur. lney only do 1 t. o n e; en single trt r.s~:ction? 

!!o r e.guh.r plo t tern . I n othtr wor ds •••• 

[.ike Cos t & <Her • 

ell , t he r e ' s no argument the r e . 

Ctse 'Ihr ee . "!f l· nnce a .. clf rt. s an embargo on exports 
or t~o lc to r 11 count.ri<.s but Wlciertr.kes to tre( t club 
mtnbers <. s taey ' r e tro:t ted no ·: with respect to gold 
,1 urchr.ses <n<i sEles . 11 •••• ''t.o all c ountries , but 
um.ierkkes .. " - I meLn tney e >.cluoe club :nenbors, 
is thrt it? 

Yes • 

"lbere are two possible covrses o~ action thrt e i ght 
i:e tao<en b;,- the Secr e t Ery . (F) Do nottung t-nd Clt.ke 
no s t c teaients . (b) l.lo nothing but issue ; s t G temcnt 
to tr~e effect t 111 t Frr.nce 1 s course of action is in 
~ ccord with the tripartite under tcking . " 

'Ihey then put t hernselvcs in the some posi t i on we a re 
in now • 

Th< t :;e' !!re in? 

.. e now - tna t •s tne wty we oper 6 te . 

.. i tn t ne e xception tn6t :.e do mL.ite speci&l arrantements . 
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(t!oas yes) 

uo 11e '! !'lave we , Jo •e? 

! 1 m L:.l><inb a bout non-club countries . ""' do ,obke 
~~~cial ~rrbnb~mcnts . 

" 0 c o1..ld t uey ir tne .;overrun;mt wished to . 

"i. es, but tru t woula be the one difference in the 
.>r.tt;,rn. 

-v~;n t t.:. t zi.:ntn 1 t be tu.,re • 

.... :: .Je r o ur . "lf 1-rc.nce .... f1 Anyto.J.y go~ c..ny thinc on 
l.odJ? 

I j ust w-.nteJ to s t y th1. t ln tne e vent you a i u .... 1.t 
~ ,, r 1 tten s t a te•nent to ~ oHl ~ffect t nL t thcr-. hud 
bct.:n no cnafi;! e, we lu ve o ne nere . 

/. 11ritten onE: . I see . I <t Uestion t m t . 

Ju~ t. to b ~ r ecuy in ccse you dia . 

De~cn.>s on tnc consultLtion . I f yo u Lnd the Eritish 
o..r.c tne Fr encn agree trw ~ t .. r1 t ten s t~ ternent .mien 
.oul- be uni:'or c .. l s desinble, you could oo it t hat 
:.ny . 

~ne 1- r ench mi ght J)r ess you for such a s t a te11cnt . 
~hey mi Eht w:.nt it ve r y btdly . 

'.los t lil<ely woulu . 

.Jo ~t li><t:lly would . 

•n ey wo uld, yes . 

rour . "lf Fr anc e i mposes e n embu r go on the export 
of gold .•... 

(On phone) ilello . (Convt r sction liitb i'lutterworth 
follows : ) 
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r. ·•· .Jr: 

Operator: 

Opern tor: 

H.U.Jr : 

Hello. 

Mr. Butterworth. 

Thank you. 

Go ahead. 

Hello . Hello. 

Butterworth: How-do-you-do, Sir. 

~ .u.Jr: Hello, Butterworth? 

9 : Butterworth speaking. 

i! . ~ .Jr: Can you hear me? 

B: Yes, Sir. 

June 18, 193?. 
10:45 a.m. 

250 

P. .U.Jr: Butterworth, a - When Governor Norman was, met 
Cochran in Basel he sounded him out about 
coming over to have lunch at the Bank or England. 

~ : 

H .... Jr: 

3 : 

!i . ... . Jr: 

9: 

H.: . • Jr: 

e: 

B: 

H. !.I .Jr: 

I see . 

He subsequently tel eohoned him and asked hlm to 
come next Uonday • . • 

Yes . 

•• • implyi ng that he had consulted with t he 
Treasury . 

I beg pardon, I can't hear you. 

That he had consul t ed with the British Treasury . 

Yes. 

But he wanted it surrounded with a l l kinde or 
secrecy. 

Yee. 

So I told the whole story to Sir Ronald Lindsay 
' and asked him to give me hie advi ce . 

Yes. 
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That I wanted 1t - as 81r Ronald put it - trom 
the horse's mouth di rec t . 

Yes. 

So, he cabled tor instructions, and they, they, 
and sent me the f ollowing message . 

Yea . 

"Please inform Mr. Morgenthau t hat Mr . Norman ' s 
suggestion a rose from the tnct that it will be 
necessary to give very close attention in the 
immediate future to the French position on wh ich 
we are very much 1n the dark. From the amounts 
ot gold which have passed to ue i n the laet six 
daye, it ie obvious that they are losing gold . . , 

... . I can't hear you . 

'From the amounts ot gold which have passed to ue 
in the last eix daye, it i s obvious that they are 
l osing gold at extremely hea vy rate even tor them.• 

Yea . 

'Governor or Bank ot England, who had seen Mr . 
Cochran at Basel , suggested 1f be could t1nd 1t 
convenient to via1t London, hie opinion on the 
situation ln Parle would be most valuable . • 

Yes. 

1 The Treasury concurred and eald that they would 
be most glad ot opportunity or discussion ot 
positi on informally with Mr. Cochran, i t 1t suited 
hie convenience.• 

Right. 

' Chancellor hopes that Mr. Morgenthau sees no 
obJection . • 

Yes • • • 

Well, under those - under the - in view or that 
s t atement I have asked Coch.ran to be there Monday. 

Right. 

To keep you informed • • • 

Right. 
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To file his cable in London . • 

Yes. 

To l et you see i t , and I ' m asked to, to, and I ' m 
a ski ng you to offer him full cooperation while 
he 1 a there. 

Ri ght . Tha t' s fine . I shall be delighted t o do 
anythi ng I can. 

Non, do you - anything you want to a sk me about 
tha t ? 

No, nothing - I, I pre sume tha t , t ha t I wil l go 
to the Treasury·m th h im, but no t to the Bank or 
England . 

A - yes, I mean, 1f they i nvi t e r ou to the Bank 
of England, or course go ; and if t hey go t o the 
Treasury , I should t hink you would go . 

Ri &ht . 

A - a - I was very careful t o tel l them, Sir 
Ronald, that I was , I had a representa tive there 
who he knew, who was carrying on our, who was 
representing ua entirely eatl sfactorily . 

Good . Well , that was very kind or you . 

And tha t - I told h im that. 

Yea . Well , that's very ki rul or you . 

So, if he goes t o t he Treasury, or course you go 
along. And - -

Yes, well . . • 

And any information whi ch you have please, which 
would be helpful, please give it to them. 

Oh, I will then - I mean, I ' d be delighted to do 
anything I possibly can. 

Now, - -

by the word this morning . . . 

I don't hea r you. 

. Phillips has gone there for the week-
end . 
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Pardon me? 

I say, I had a word wlth Waley thls morning. 

Yes . 

Phillips has gone away for the week-end . 

Yea . 

To t he country. • • . 

Wel l , that, Well that isn ' t news, is it? 

I beg pardon? 

That isn't news, is i t ? 

(Laughter) No, that ' s not news . But Ph1ll1pa 
has talked to IAr. 
and ln tur1't';· we ' re going to speak to hlm 
again this afternoon, and I probably shall 
have another word tt1 th Waley t his afternoon 
about the Swi ss position. 

Yes . 

Ah, there ' s one thing more I ' d l ike to sugges t . 

Please. 

In that connection- i s - I haven ' t round i t out 
from the British Treasury, but from i nformal 
inquiries that I ' ve been·making with some of 
my marke t cont acts, it seems quite possible 
that there llll\Y be other Central Banke, among 
the smaller oountr1ee, who are l ikewi se doi ng 
a little selling. Now, I don ' t know that that's 
happening . 

But they 're not members of the tri-partite a greement. 

No, they ' re not. 

Right. 

Still it seems to me t ha t it's an important thing 
t ha t bot h countries have to bear in mind . 

Well, that's all right. 

. • . • if, if it 111 the question or the dry 
rot spreading, and the other smaller Central Banke 
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unloadi ng some ot t he i r, at l ea st some ot their 
excess gold on ue. 

Yes . \'/ell, I have no doubt t ha t , that t hey 111 try 
it. 

There's a classic story that floats around the 
Cit y ot London - I reouember hear in~ 1t 11'hen I first 
came here - and it has to do with Tripp's prede­
cessor. 

IHth Tripp? 

Tripp's predecessor. 

At Basel. 

No, no, as Head ot the Dutch Central Bank . 

Yes . 

I t hink hls name was 

Yes. 

And he ' s alleged t o have rung up 
a t t he Bank of England, in t he bad days of 1931, 
and asked him about the pound. 

Yes. 

And he received t he answer that t he pound was a s 
strong a s Gibralter. And as a result ot t hat he 
di dn ' t but as a result of that the 
Dutch Central Bank and as a reeul t 
of that took t he t i tle from Tripp • • 

I, I get it. 

Do you understand it? 

I understand t he i s-- perfectly. 

It 'e a matter of record about t he ~~ench losses • 

Yes. 

About the French l oseee in 1931, t oo • 

Yes. 
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~1th that general feeling in mi nd, it there should 
be a sort ot confederate movement, among the smaller 
Central Banke, to sel l some ot their gold, and I 'm 
not sure t hat some ot them haven ' t been although I 
can ' t obtain proof about them. 

I see • 

It might be a movement that it would be sound tor 
us to have, to keep our high on • • 

That's right . 

. • and to diseuse with the Bri t1sh. . . . 

Not yet. 

• . t he Bank ot England would know definitely 
what the Austrian, Hungarian and the 
country people have been doing in the way ot their 
gold . 

Well now just hole the wire a minute . Just hold 
t he wire a minute. 

Hello . 

Yes, Sir. 

There'& no quee­

I don ' t hear you. 

There' a no question but wha t they've been doing it, 
see • 

Yes. 

But it isn't a particular sort ot worry to us at 
this time . 

Good. 

And I would rather that you cUd not bring 1t up 
because I don't want them to think that we 're 
worrying about ~~t particula r phase at this time. 

I didn't say a word to them and I didn't intend to 
until I had a word with you tiret, Sir. 

No, I wouldn't do it. 
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Thanks . 

But, do I gather from t he t act that Yr . Ph illips 
has lett tor the week-end t hat he le not worrying, 
or does it Just mean that he has lett tor the week­
end? 

(Laughter) I think he's Just left f or the week-end . 

Yes. 

They said at the British Treasury this morning -
they showed me • 

Pardon me? 

They showed me 
t heir man in Parle . 

latest report. He's 

.. 

H . ~.Jr: Yes. 

8: 

r .lJ .Jr : 

h: 

~ . :... . Jr : 

3: 

H. !..Jr: 

B: 

H •... • Jr: 

B: 

!! . L. .Jr: 

!! : 

The British Treasury's in Parle, and 

I see . 

and quite f rankly he didn't know what was going 
to happen in the Senate, but that he thought that 

Well, the latest gossip trom Paris is that Ruett 
is out. 

Yes. 

And you know that R1st ie out. 

Yes, I'c heard that . 

Yes . Now just a minute . The men in the 
room here say that I can ooint out to you the 
reason that we are concerned about what the Swiee 
ha ve been doing is because they are a Club member . 

Quite . 

And that i s quite different than some, what some 
other Central Bank 1s doing to another Club member. 

I quite understand you. 
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You see? 

Yes, I underst~nd . 

And the thing that we will rear is - I mean that 
Holland who, and Belgium who have been behaving 
extremely well . . • 

Quite. 

.• • mi ght say, •Well , why should we continue 
this way it Switzerland can get away with it"? 

(Laughter). Yea, I, I . 

You see? And -
ask? 

anything el se you want to 

No, that's all, 81r. 

Well, well that's that. 

Thank you very muoh. 

Good luck . 
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•t~re ' s a short c-.ble ft•om Cochrt n; it ' s no1:. necesst r)· 
to re~.od , e xcept t ill.. t ue e::~,.m.:;i~es t::JL t the~· •. 11! hole 
t\l tuE; tri,J::.r tite Btl l' tl(;loeut , sEy s t hey h£ve no incen­
tion or get tin(" ~wc.y fr om ttlc t . 

1 1 ::1 .;led to s ec .ny l.>t.ltnct. bLCK to ov er a uillion 
-ollu rs . "iun • t l oo.-; :.o t>OOO do .. n t her e . 

• 11 r i ght , ~ectlemen , A' ' l l no .. go ::.het.d . 

~ 0 \:.1' . ''If r r rnce i...Fose..; t n c .l:t.r go on tne export of 
ol<. .-. it:> ~ ne~ ,>1 tt~orn o. tn(. s::. l e o1' -ol u , tn~ t new 

.... ttern ;:,~y t t..<:e ont or .,;;:.r.y for::1 s . Irre!;pectiv._ of 
tnt f or ::! i t. Ctn t b.-;e , t.nere t r e tso ~ain tltt..l' l•' tlvc 
~.;~rS~.;o .. nicn thC: wE-Cr(;ti.rj CCJ. ~ursue : 

' (:.) ;:le cr n oecic.e t tu t nt-• t E. r 1s o:· sr.le of rold 
· r~ :;ucn a s n·e in tnc intereots o !' t .. e ..>Uulic . 
,ucn decision . ouloJ bf rollo .. ~\,1 b:,· the. necessity 
ro r r.o a ctl on uulcss tilE: "'ec r e t :c r y ished to mt ke 
:.. ,>ublic s t f teL~l nt : s ln Three o bove . 

" (b) If tne Sec r e t r r y ,•;ere. t o decide thn t tnc new 
ter11~ ,,er e not in the puhlic int e res t , he could 
,JJrsue' one 01 t•o c ourJ LS: 

" (l) He c oulo t ..:~opt tne ,>r oceuure 1c ent 1ct l •1i tn 
tm t outlined unae r One . 

" (£) He could lntrouuce t.n 1nterce.d1~:.ry step - r.t !l:l.ly , 
to s <.g.,est to ~ r c.nce .;nc. t c l gnt be ~one t o co.:. lfy 
tae t cr;~s of s1.le so t s t o cute t he:J: s; tist'tctor. t o 
tne Jni t;ea -.,tr.. t es . tt 

"ht. t could be a ne.; pt tter n? 

bcttlement once r Aeek, or once ~::very montn, or 
once e vt;r y two yem·s . 

Or once o ve r t ht wee .-; ond . 

l'i v1. . "If Frtonce c bolishes ncr s t l' biliz~ tion fund , 
but ., .. rmits t.h" Bbnk o f r nnce to sell gold, (a) ~'he 
wecret&r y of the 1: r eo sury 1vould nE-ve t o r e-. ues t thu t 
tne ~rencn Govern~tnt but r~nteu th£ gold ope r u t1ons of 
t w: Bank of !- rc nee NHh us; (b) A new lis t of countries 
cooplying •. 1th cona1t1ons of t ne !lovecl: s r :<4th or d er 
,;ou.:. ... be 1 ssu~::d to lnclu~o~e l' r~nce . " I don ' t ge.t tnt. t . 
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'Inc. t ' s of t he belgi ~> n type . Tn& t would put France 
in tne Belgir.n t-,1 pe; .ve ::oul.:~ put ne r on tht t list . 

•he f o r .. tu:.t t nis t<. itt~ S .... You rt~membt:r .. ~; uls­
cusse ... tnis , tn<. t to:.t Wvuh. l erve Gret t il ritt.i r . 
.;Uc~tir. o ... t l i,;;e L 3ore; tnlll:lb . ::.o toe f or m we 
-..iscus~cd is a rcs t a tc::a.nt of t nt f 1 ve countrie!l 
c j, t.i.l•~ in Wl-.t! r tne t,;o s t t tt..wnts t o('.,tncr , o ne 
or tilt: otller , :1ithout sept r t ting t nem . 

One or t.ll" otner . Other 1dse vou •a luve Ilritt in 
t. l one unJe r tne fit• s t and thf; othe r fow· countrie s 
unut' r tlu: s econd . 

!n .. o .. -. r t:ssing . 

I se£ . 

"•.cti .:>ns tt ~ten b, tne Frtnch Gover nment i nv<>hin<; 
txc.at.r~e c ontrol - somt: res tric tion on the ,>urcn; s e 
~r ... sull or f orei !On e,cnt nee . 

"C> .\<L u!x . The i mposition o r ' limitr. tion on tile 
rieot o!' United :::. t~ t es t o ac•.uire J'r:.ncs . 

" Int smucn • s the S<.cre t t r r :; tt t eu thr t t-11 efforts 
snoulu be m::.cie to d:ee ;> Fr~>nce ln t:.., club, • nu s ince 
it i:: '.,ret-a ~m t tnc .~or.! in~ or' t!1e t:-i;n rt l t t. s t:.te­
w<.nt ,>~: r.;;lts •. im :o -..0 so , no conside:-~tion is beine 
~iven nc r t.in t o t:.e -.~:est.ion OJ' :metoer he mi.;ht 'lso 
ot~ JU. t l f i,;u in tl ~ting tnt: pos i tion tnb t Fr~ rtce n~<d 
ue,)t.rtt.o from toe t rip:.rtit~ ""'cl~ro tion b;t c"OJJting 
t~.· . .:m l.b c control. 

11/,n)l other form of e xcna nee c ontrol. Acti on t<S i n 
~, se ..51x . 

''Im:retse in import •,uotts . nction Sf"le rs in Ct• Se 
->lx. 

·~cn• nce Depr eci ation. Jhoulu Fr Ence rev~luu t t" 
r ete lo .t.r tn~n tnet ~greed U¥On l~st f~ll or if it 
_, .. rmi ts fr&nc excM nee to d c;>reclf te ::~: lo .. tu& t 
1L.1lt" - ••.ell t hEn, she i s out . 

.. eLL, i t. .v~ s a t t h;; t point tht t the discussion J l a 
not L err.~int te , 1.nd I wusn 1 t sure the r e wr.s q; recment . 
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;'ell, til~t • s the Nnole purpose - I me~:n tbLt ' s 
t bsolutely tne funelrmentt.l thing . .:hat? 

I wou ld : g ree ; but int~rb i s s ome d i sagr eement , 

'!ney 1re o ut so !' Co r 1 s October 1.3 . 

Unles:; t hey brine tnems\llvtos br c.< in agr i n . 

1o ·~ ve r , if ;,•ou f n<.t t he !J r 1 tisn ~nJ the Frencn 
..... ci<.ied t :u. t t. t tnis nc ,, l~: vel t ••ey woulo continue 
t o _ive '-'.' to tne u r ,>oses , t t c ., of tne tripLriiie 
· &r e~o::~e:nt , w .. ~· , ;o1.. c oulJ s:y tnr t tmt wlls s1 tis-
• ~tory to you, 11' , ou WLn t..·.a t o . 

260 

.:o lister., .• r yne, o.;ltn" r t.tt!Y live up 1:0 t nis t hing 
o r tney d on ' t . l:o,, , 1 1 you b~oe lr, t o l et plO;>le b .. cooe 
•· ,H: .i-r.•.m~t-1: ,(; 11 - is tn· t the ··or a ? 

Fine .. o rd . 

( J. o r eporter) Ask Dr . Viner for t tle s pelling; ne 
.(00\V S i t . 

No" , ,\ht t I s t c. rtel.l t o Sly , thf. o, Ued tion WL S , :.nett 
.. uula r r c.nce l ose he r 1, 1t tcur s tr nc:in& >. nd become 
: 1l r oi'ess1onal? 

uell , tna t •s '- llll'iicult •••• 

.. n.t t? 

'ltwt •s <- u iff icult <.uestion or Ju~;::nenr; , b1 sea on 
t107> nopeful you ,: nteu t o bt, <.nu !to·.~ cooper ::. tive 
) ou w<.nteo t o be, 1n le t ti l'lb ner sal vc.ge t.nytain• sne 
,.oss1bly coulu or her pr l:>ent .;i tut. tion, b~ c&use in 
view or the we~6ness • ••• • 

e ll, it woul<t seem t iLt t unde r the orig im l triparti te 
"gr eement, if you t h in( you c ~; n s til l .<eep it , uve 
i n 11ny r e a l sense, yo u mte ht suy " Anyth1n:: f Oes, " ~tnd 
I s ~oy you' re o~e l ,> ing Fro nee no.; l>nd you ' r e just t;;i ving 
U9 any thins tlu. t you "1 1n"d i n s i gnin,:: the or1gim•l 
tri~ortite rgr eeoent . There are those t~o ~olnLs of 
vie11 , you s ee . 

, 
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• hE •. hole tri ,JF- r tit..; q;reement , i r I :Jc;;,· ooserve 
.. Ls 1otivr tea l·y t nt. cir..:umstr.nces of Fr ance l t thDt 
Ur.~e , ''tucn '" ' s tott., r ine; , llhl t o s ove t l1e t ooli ~icol 
,g-.~, t i on i n .est e r n Lu rope . · 

I J•e nernber ~ t Lhat t irnt. , .Jt·, Gecr c t a r y - y :>U r .,c1 l l. ..•. 

;.ml tn~e ;;itur tion no.1 nc.::ds toler· nee ~:nd ?L tience 
eve·~ Jore t n:;n tot t nt t tLne . 

:lou r ccLll. .•.. 

. nc t .r:>u r tt 11~ tu v .. 1 rc.currt;nce o:'" t .!t condil1ons 

.n ' ~.~ "'"='" . resent v t t: .e t i me to• t y;:>u en&cgeo ln 
t .• e :>ri.;in~ l :>nt: , Ln .. ~·rt.ILCe ui- uro;> X cnount ~nd 
, :>.r t:>o;: .1-:' o· c.< in . 

cut ·1 tn tn., big aiffcrence tn: t she' s i1Pci t he bcnefi t 
of t aevtlU<.ti.:>n • n-.~ ~,.tmt it . 

i es . 

.• o .. sr1e1 s ri~ni br CK II .Hore srll. •t s Lt t nr.t time . 

, ell, r1e r e •;; tnE situr tion. Yo.t .v·nt to .teep t nis 
f r om bein" · s ·1st strous ra . OS$1ble, t nc y •m 're 
:-1_.1t bb.::! .:he:-c :,.·ou ~Crt . You cLn t;. <te her bECk 
i n , 1., t ner oo .. :1: t :~o1.; thin-<s r:ecess E:. r y to s r. ve 
ner.;elf, just · s you die b.:for e , if :fOu wen t t o • 

I thirL< tnercl i s sooc t hin;; v"r, i;;;;.or tf nt i nvolved 
.1er .; ::.nc t h< t the ,ues t ion 1.• not o ne of cooper Ltion 
,, i th F'n ne e . Yo u c• n cooper a t e hi t n her ve ry c ener­
vusly wi t nout rami t tint. thr..t she h<d s t 11yea within 
t l1t: o r·ig incl tripcrt i to q; r ee!:lent, by ::u:klns c. ne.v 
one but Sllyin

6 
t he o l d on~ •. 1 s c r ee l t ;1ing :1h1le it 

lnsted ; o r y ou mMy s vy y ou ' l l cooper Ete with her by 
say i n;; , nun yes , unde r the c ir•cwn~t~nces Fr ance is 
liv ing up t o it; end e ven if t hey a r en ' t '' t th in t he 
tg r ee:nent - t nc t aoesn ' t roe• n Liu t i t wc.sn t u s t ep 
l'or j·,·tro. . 

But r ecemb er r;o;7 tnat t hr t t ripnrtite &greement wtrsn ' t 
.at:rai;r c. i u t o Fr &nce . ·, ., tl1rin 1 t nerely s ay t o the 
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.. orL .. , n:;e n~ve ne l pea ~ r c..nce . " ·,nf t we st 1<1 to 

2"' ? C-

t hE .vorl.:t ;a .. s , 11 t.e iu.ve mhde E ne.: monetary s e t-up . " 
LO•.l I t n intt to '!It: t ntt l'lt.S 1.. nistor ica l moment, t no 
it 1:oulv. be :11tnout point to .;ut it now; r; nJ I th1M 
.• c can r emuin jus t bS generous to frbnce nitnout e ULLlng 
Lm t trip< rtlte tgreomcn t , no mt tiLr wh;;t st~J to Fr!lnce 
i':.lls in. 

Just ::. oinute 
Geor ... c . 

I 1 l l ..; ive you:: chr.nce in t mlnuie , 

ilo . , do I un~erstr r. ... from t h~ t s tr. te!!!ent tlu, t you c c n 
;:;o so :·· r t-::: t o d r <>p frt nee out but s till l!eep t he 
S.Jirit of it? 

r .. oul ssy t ru.. t in tn~ li ... ht of t h., ne .. French c ir­
~u;n£tcnces ,-fc n~ ve t o mt ke ~ ne;~ Ebree:~en t, rnu tru t 
is the ne :1 r greement . 

" i tn Fra nce . 

.. ittl France .. o ut noi i o s u:t thut the nt " tl rt'~<neement 
is ~uite under the t e r ms of ihu ol a , f na thnt no 
tu ju•t~ents 1 re nece~Y• ry . 

I f you b rE .~il Lll'l!l i o ntgoti ute E new one .. hen t he 
o th"'r ,>ertner of tne club SfYS you ca n - tne o iffe r .. nce 
bet .le .<n tnc. t e nu st yint: )' '~ lu Vt! br.:rched t:1.: or l ,:incl 
o ne is ::. -ifference or ~~~r.; s . :O.h«:. diff erence bet .. een 
tnose t .;o til!n~s , a s I s ee it, i s - considerea bri~fly , 
is < uifference ol' f or m t n..t not <~ubst~>nce . 

tio.•; , Geor ee? 

I IIOUld s&y - you r ect.ll 1mt •• we d i .;cussed it, !'nd 
l' lso the :Jress confe1· ence f ollo ing , the ... ecret~ ry 
too.< pt. ins , v ref• t pc in~ , t o em ,>n&size tm· t the essence 
or tne ligreeient wc.s - the first t hillb th;. t t hey i<:ept 
l n :nind ::.1-:lt.)'s .;L s the interne 1 economy 01 t.\e olffor~nt 
countr i es; you f iml tnt t em1Jnasi ::ed in tht. agreement ; 
seconaly ""s the rlg i ui Ly of e xcnange . So I ' d say if 
rr&nce got i nto aifficult thr•t they 1a still be within 
~no s cope of tne origin~< l q;reetnent , a nd m1 king ad just­
m"nts ;lhich .vere contempla ted in toe ori g inc. l tripar­
tite egr ee,ent, onu tnat were ~ept open not only for 
their benefit but for our benefi t . I remember fi t that 
time .. e didn • t wa n t to empllE size too s trongly tht t 11e 
Here going t o l rig i d e xchange basis; e nd the 3r1 t isb 
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ct'Jc b&c~ c no.1 d1dn 1, t use "stfbility" of excru:nge; 
t,1L:,· used 11 equiltbrium11 1 n.t t aey t an:e tllh t bro&aer 
t., r •u to incluje int.er11t l 1 s .. ell as ex.t;,rntl 
r,.l, tions . 

Y~~ . but Geort(e , here ' s the thing . .. hen these thine;s 
nr.p;Jen , you c ~n e,>ply t ltl'"'l to your o,m personL l 
ex~~rlences . I ' ve b~;.~n uotn. bu:;lness .l'itil tho: 
.:v;.uai:;slon :uan - B••lUlly nict lello;; person> lly 1 

Vbry bones t . He ' s lo. t a lot of money lind ont of 
tnt o~JC«s 13 clo- eu . I ' ve been ho,?in;; tmt n~.: • u 
"·.let~ ·et b'C.t . rie n:..:ln 1 t ;:;ot enourn ~;or~<ing 

.!<, it:.l. rl, o.es tn .. ::lt;; ttcn: t;;xes . iie .:> cs nis 
1 • .; .. o<.:u . ..aen I d ia ousiness .. 1 tn :tic, ne•o ;..e 
".>ntu5 oe.11~ in .. is .ol' y;Jo.;nts . ..ell, I hl•ll to mun:e 
t.11,; o;:;::.;;,i.>r: , .v:Jul-1 I do t. usin~ss .;ith nim tocr.;• or 
oula I not . I ciu bu<J.lno:ss v.itn r.im :·or ten yc: rs -

oJtrfect ly ni"" fe llo .. : nu thiJYS itep t his woru . But 
.• ·-.~ ne so t;XhLust.,d his c~p1 tul :.nci ;:;otten ln such bad 
,;:,· o~e iiu t I coulun 1 t ao business? 

.. o 
1 

.·n€n the Fr ench - .vutn we. tol.tect .vitn t nc;;;n l&st 
-et)tember , tne.y ~til l h~·u thr.t cusnion , tht· t extro 
c•1snion ot' aev1lU1 tlon . 'l.n;:y a lso h>~u t he •. uestion 
o: fot·e i e;n ,m.rkets , >· ll" tnc ,,uesti on of tnei r stt-tus 
11it.n taeir o:.n ,Jeople ; tm. rrencn ,,eople n~dn ' t lost 
~r~ :noney ; ;,ou.lo tney r ~'l in sufficient confiaence 
in iae uovern.:J.,nt to invest in Governme:nt s ecurit.i1.s? 
" vu.la toey ~et .... Look .. ru.t hrf)pened in Belgium 
· fter cievalut. t1or., · r.Cl tnc lfuY tuty ;;: ot ne;·, forci;;n 
.:l.:r ..cet.s , new tr~ae . Tney '· •nt &ae .. a , t t.£Y r.ept t t.vir 
rice levels in relr t i on to tne new conet r:. ry ;Jicture, 

• r.u t.1ey got t.ne aav~:.ntq;e r:.nd the;: .vent Lile;.a . ,','ell 
n.;).

1 
Fr&nce nEd Belgium' s ext.~,,le . :.nc riollc nct ·n~d e 

its ~a jus tment; tney ' ve gone 'heaa . An;~ tne Frer;ch 
.1< ven • t . 

No .. , I t nink we ' re in 1 sor t or position nere of 
int erm tiom.l Clm.nce tnt t 11 e ' v"' got t o Just .aL ke 
>.~p "ur minJs tht t if ,,e cont inue t o cerry Fr£1nce -
let ' s sey sne d e values lower t lun the pr esen t e n­
nounceo limit; i s s nc c. n nss~ot tm t is worth pre­
:>ervlng to tne spirtt or tne tripc.rtite q;reenent,? 
<.s '-6" 1ns t t his - l e t ' s c:;ll it tne Scntcht system. 
I meun c <.n we - ore .. e str~ne; e nougn , !.n,;l £n.:l • nd 
ourselves, to c t rry .l t? 
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' l.ul.n.r.t uguinst r~s~isl.j is ..vor t.'l ,>r eserving , 
• 11>.1 tnbt 1 s tne t hing lyint~ bt.c<t of t ne tr i;>H tit.e 

reE:nent . 

:•o , I uon' t 1<(l r t~; 111t.n you on th1 t , f!e r:n~.<n . No , 
t•tis i s :. '"'' t t t. t' no •. - I met- n I t nin.c 1 t 1 s the 
oLhtr ~uy . The tr ip! rtlLc r~rcemcnt SLVed FrLnco 
I:':>r tne ti::~e bein& r.n(.! ulu s1 vc IH:r f r om F~scism , 
but ln .• d,;hint; t.11:> t h.!.n£ - I ueun I t!1inlt .. c • ve 
0

ot to tni ru• i n terms of fim nee; cun we cE rry 1 t ? 
I ~EL ~ s nt ~!cnt not nccess~rlly - sne micht 50 
\,;o:1 u.."lis t ; ~ ne mit:ht .,o c..,.r....uni .>t - buc I mn n I 
tniru .~e • vc Lll .;ot t o rut .!" U? ou c-.!.n:!s . I oon1t 
t~ein.c 1 t .Jt Ke!! :JUCil ... tfference .. nt t F'r :.nce .. oulu be 
ooln&, · :w e 7t OI.Uil 110 on ooi ng busi ness ; ·e 1 a still 
be ~oin.. ousiness . I me· n I 1M not coin.: to •ivc t:1e 
.- r.s ·;e r t odr :t . I .~on ' t Kno:: wne t 1 s g~tni: to h< ;pen . 
L>Ut if s ne bet. ins to lC K(j r. lse Stl tela .. nts , t nu s o 
rorth unu so on - I tle!ln t l.. ::ys uependi ns on •• nu t 
s ne does . I tnin.c tuis b ' ve r ; l mpor ttlnt .. uestion 
< nu i~; get s ao .. n t o c. .• uestion of intui tion t no hunch 
:nll tn~ t sort or t ntne . b ut <1o n1t mlsunder :;tund a1e ; 
t.s I saia e: rlier , 11 e l.iL do e ve r;,• t nin~, to bene 
ou~sclves t o 1.10 i t, t.nd I have v e ry mucn i n my .ni nll 
;;nt: l'uct t n1. t t aiJ ia t libtnl form of .:ove r rwJCnt 
: na denocr &cy , 1 nd o ne o!' tnt re .1 tn .. t i s lef't . 
out thE::re l s . lot or ·"'' ul nlct ,)eople in b us iness , 
anu you mt.S b E v t-ry fonu of tnun , but ;tou j ust c: n 

1 
t 

sc. v., t .le.J b~;c£ use tht./ 1r" s ... co. ,>Oi>r business peo,•le . 
You .~no. tm. t . 

'l.lt. c • s r i .;nt . 

~ee .. il:... t r·;J~f;fn? laere i sr.1 t r-1:;' - I :let.n I .• ignt 
.1~ve t ue.J ;..s f rienus vn~ :;uy , "G.,t ouJ; of business 
· ~·i I 111 ,:t:t you on t1 llOI.I n~e , 11 but I r Efune t o 
f i n• nee tne i r business . 

Of c ourse, we uc. ven l t been l'i m nc ing t neir bl.4s i ness; 
;, c l ve been on" c:sn bbsis . 

I «now, u1y siwile migh t not be any good . 

1 ell, it m:Kes th~ polnt. I neve tne feel i ng - I c~n • t 
.;et i t out of ::zy .nina - t nb t :...s .. e s i t !'.ere t ner e &re 
t xo Fr ances , e nd .... 
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Just "~ it one secund . 

(~o ~1eley) J r . T~ytor will co~c to toe ~non~ in 
five minutes . Llo you (~ay lor•) Jino? 

Not a bit . 

I ' ll te ll you "lhFt I we nt to ask you . I .. r s c'ln­
;; iuerin~ C&lling - do you ;>eo;>le tnin.< tn~ t 1¥6 OUCh~ 
to tell tne British 'lre~ sury th&t 1.·e 1re e Oi l'\l ov<:r 
vc riou s methoos ItO.! ,>lt ns, e tc . , in CLSe tnc Fr~:nch 

- •. bout tne Frencn'? 

~:11 , tnat 1 s :m~ t tne Br i tlsn Tre&sur:; , in e ffect , 
toln y o u t-'lere , alan ' t tuey , in t O' t cocunent '? 

Yes 

•tl~ t t n.,y .. er e: .;oins over t ne s i tuo.· tion £ny wr n teu t o 
t -. lo: t o Cochra n . 

Isu ' ~ it obvious tn&~ .. nu t rou ' rt: doine; - t elllng 
~ne'll is y ou ' r e l oin.:; yo u:· job ; tuey a i a n • t me r ely 
t tlll us t hey ll t<re .vorltlnc on tuis , t ney tole us 
tnO:y wc ntet.i to tr L{ t.o o nu oJ' our re: pr esen t r ti ve:: . 

'1! .t€ tlle call " no tell tnc:;J (ilr i Lisn EanbbsS,) •·1.:. • n 
.:i€IH~ing Cocnr~n, if' t.nr t ' s NtH·t he 1s &Sking . nnu 
.o...tu :;ou :ninu .:::.lUll£ u.,. ..J~..rbc rt r eis t no t<:llinll 
ni1 tna t te ' ve sent fo r 11al instructi ons •o ::ochrbn 
"" • o to ;,onuon. .hOu ltll Sir Rom.!.J I a on ' t - I 
·:toni t ~c;tno.dE;cge r .:ceipt of n1s lette r ar.l.:ss ne 
,;~>nts ::Je to; a oes he v.u:t f f :>r"-1~ 1 ~ c,::no~le-.tgoent -
I 1on • e t ::.<e it ttu. t ne r~ ulres 1• - 'bu t .Joes ne 
·• nt ;, form" l : c .<no nleo.,uent? .tnLt? 

Un-nus1 • ( uoE;S out) 

? lec.se . 

... s I st~ rted to s ~y , ts I s it ht:re t.na t~el.< 11bout 
this thin~ , I Keep r eouinulnr - Yf: hll do - t m t 
tut:re are t•10 Fr t. nc .. s . First, ti1er e e re these very 
.Jorthl werl tnll t 1:. t tnc noment hsve po •. e r t rH: re, t:nd 
.e n~. ve ,.;;tcned tne 11 do ~ 11 sort!' of foolis h tntnt s 
r nc t ll s orts of silly t hincs · n~ s tu~i~ tni~cs , •r.d 
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::~ see ho·~ much better otner households are 01t< naged 
lihe Belg ium ~nd SwitLerlena , etc . , etc . Eut t here' 
i · th< t o the r Frt nee, t n 1 tht t is tne France o f those 
•lllions ~r peopl e constituting t he Fr encn na tio n, 

.1 h l ch <Jo cons ti t.u te " trewenuous bulwark tJgs ins t tl1e 
~,>ret<d el t her or· Commw1!sm or Fsscism . ;,no , r eg~t rc.l­
lcs!l or tnc liuJltt tlons , tuol lillfects , <.nu so forth, 
•>f tue pr.rtlcul" r 1nen tht t nr ppen to be in the svddle 
o vo,r tn;,re <.t tue tl.ne , lt Slot;-":; to me tm. t bLCI< of 
t .. t t ;..; &rw t otner tning . .nu or course, i f Fr.,.nce 
blo .. ·.; "'"' Brit'"in &n<J our!{t~l ves ,,ill i e doin• business 
•t. &.lt s '".::e ~la sttna , o~t 11. .. il be a d ifferent 

.>rlu if t.h.:re art only t ,o, ;.s 0>'1J05tu to t.1ree . 

. r . ;)ecrett.ry , I A oulun 1 t ·u~nt to be t:.naers t ooo tnt t 
I .oul-.~ .. isn us to tLI<C I'll ur.gen~rous :: ttituae to ·:~> rd 
f n nee . I ' o re :.ill tn:: t o eo nucb f &rt.1e r t::tt n tnis 
C.>Wlt ry i s ' t t ll wlllin.: to •r et-m ol r oing in helping 
'" r , li~<e r big locn, etc . But :lhet ne r t hey violr te 
tu., tri ;J<.rt i te &gr eement o r not - I ' d sepente tnose 
t .o ~hings : "' bencrous e t titude tow;: rd Fnnce, nnd the 
~ri ,n.rtite agreement . Thcrt' 1 re other cow1trles in 
tnt agJ•tenamt too, Hnu 1 t looks to.:< ru a IJUr po.1e 'Nhlch 
w;m ' t peculi~o rly e:o t ~rtnce ln minu . So th£t I 'u s Dy 
tut t ::o are sepc. r t te questions , to me . ,,e can b e t'en­
<.rous to ti1en c.nd bt t h<. sllme t i :ne not get our~elvcs 
in the. )OSition o i' sq•l n;; tm.t somt! tnin;; .,...,itc out of 
•ac s;>irit of t 11e oririn: l t rt, .c.rtite <t; r ee .. en~ .vt s 
in t.t~t spir i t . I ' <- 11.~ .. to ::t~e. ooto, • .~eeping 1tr.ln 
~.1. spirit ~n..i tue occt.sion o, tne - t .. E n i sto:· i ct·l 
occ•si on of ~ne or1Lint l tript ~tt· e a~ree~ent, r nu 1 

er.er ous <. t ti tuae t o :c.:- L :lllCIOC rL~ic F:-;.nce; t .l .nl. 
,w.lir'ic;:ti on I •a put i s tm t it saoul~ ~til - ~t·y 
~e~ocr~ t~c . · 

~ ~· : [ t.liM t<lere i S l J iff.,.rence , j ust llS J Et<e St ys , 
be t ,;een t ne t•.to ,uesti ons, but i sn• t possibly the 
.;ir' lllrencc: t.le ot.h-.r 'Nt•Y arounu? 'l:nrt i s , you ' ve 
been o i scussin.,: , Mr . Secr ll t c. r y , tne. .uestion o1 .m(lt ts 
t.ot :nore nF tur~> l thln!l t o ao 111 t h r espect t o "ny 
~pllc11'ic c.ction by Fr~>nce; c nu o bviously, th .. t is h 

u .. cision wni.::<l ,ou Nill iluvo to m;.~<e when you Know 
: ... , t tlln t action is . But the,•e i s " mor e fundLmentul 
uestion ... icn I ~~ ne i t NbS thtc ori~ !.n!ll .uestion th1 t 

·. s u i~cusseu •• er~;: , 11.-.i t tl: t is , uoes i t necessorily 
folto. tn•· 't becu~se FrLnce, afte r coi!sulvt 1on .·.1th 
urett .eritt.ln anti tn.: t.initf:u -.:t~ tf.: s , ; r.-.. ts t. r esul t 
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~~ the inte:rnal si tu: t1on tr.J 1n or~ er t o :nr.1ntt 1n 
1 r t.nc.:e t. s one or tnc. Jubsct·tbint c ountries , , n.t .v! t.h 
t.• tL SE: s c11e policl e:; r no oucumants , ... r o;>s below tne 
_> t·esent r llnt:e :~no into o nE:,'I r t nfe whicn is L gr eed 
un r.mvn.: tne c ountt• l es - dots it necesst r i ly f ol l ow 
f r om t M t t n; t rre nce nus v1ol•• t eti t.11e Sept ember ~5 
ueclt.a•;; t ion? l.n" oi co ut'S t: , ! or; t.1e Sept~.;mber 25 
ln u lstinc tion from tnc Oct.·Jbtr 1.3 , bec;. use of course 
tue October 1.> :1oul..a he out . 

Just t minute . 
Yor.t . 

( On ;>hone) 'Jr . J{no<tc , ? let se , ~.ew 

I:e: r in .ui.n~ t ru. t , .ltr.Ju_;;n i t i s true ·•" .::r. ... the 
rt .. ~c L t t t1e ti.Jt- tnt. w€;>tt...~bt..r ~ 5 ll~Clt r t:.t.iOn Wt S 
.· <te - .e ... ne, tnc r t n,;e - •.e v.oul..a n:.ve bee:1 ilre;>rrcd 
to a .:ce; t : ,;o r~t r t n,e !'rJ.n t l .E s t;; .. u;>oi nt of t.nc 
t' clctl onsni;.> or th. c~rrer.cic~ ; tnu t.m. f•cttrot •. e 
· s..:r:u to f inu out tnt r ' nz~; bc!'ot'e ,;e .oulu slr n the 
1_ re~ -.ent !:ler ely t-eunt tn: t Cne only M•Y ''" coulu l'ind 
out. "nether t he t• t.n&C 1'11•!1 s~tisft.c tory t o us vm s to 
enos \Vh~•t i t 'Nt.s . I n o ltler ·o ~·ut , y~u • C \'illnt t o .<now 
it " ~s • rigi1t r<ll['e . 

~oJ. t no . , I reel - I tnln,t I ' u lilt" to co:ne to ~<ome 
~t.ntor s tuff . I t h i'lot .e•vc ron .. IS f t r lS ::r: Cl.n, 

t.u. ./::>t.. Jh:::!"~ ut Vt:. uor.c .tht. t I nt. ve t s.:teti you to oo, 
L .. a r • .. liJ:e t:> ~t.oj) ikr .. , btC' usc I 1>.nt to $tO;> tJ t 

J. oJ I .; lo.,;~ 'llu tilt ~f. t S L COU;>le Othtr thilli:S to do • 

1 ~n.:. ... < Ne! cc..n b i: ;c~:;;tt., .:>Ul"t: ~,, .... ; wo.:' ; ~ st: to cut 
'·".1.o.. 1..1~ r ~ ll<,t [. t t :11S ti .t: . 

Ju~t t.lis one woru , thr t tn~rto i s 1 mot·e import~> nt point 
t 1l t. t. 'IE; nave - .:£ sno u l.1 t1 "" Ull .ith r es,>ect to Fr t.nce , 
1 1u.1 t m t i s 11hi t ... e ou,n t to JO in ct se lnnce does -
in c• se i t ",,,e, rs tllf t Fr t ncc ,Jl y b~ove to s li ,> bL lo;: 
t111; t line . Tna t 1 s • vury u if!'eren t pr oblem !'ro1~ 
01 UH t . . ... . 

1m. t •s :..~on.: t•lo t••· ti•lnes . 

Y~s , b.1t .·.e ' ve bten consiuerint: t.l~ -.~..cstion or 
tt:Cllli~<>l :.rn.nge:lcnts rna lett titles, ;.no. I ,;, r, t to 
intr ~uuce tJle bro~acr ... e3 t1on o f policy . 

1hl t i s .. nr.t we ' ve t-een tLl~<ing ·bout .. · . 
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.. n, t i s toe po Hey b1.. t ••.• 

•.... for the l&s t hour &nd t hree quarters . 

I 1.1vn •t t nin.t ,,e •ve been t 1 l.<ing ~>b out the .uestion 
ts t o ·.h;t :,e should uo uctut l ly i n the ctse ""a re 
.:onfront~:;o .. 1t.1 '· situ1 t.ion i n >hich Fr~ nce f i nds i t 
_ifficult and li.<cly to be l1polls1bl e t o ,,old t he 
'"·co~ur..;" rc. t e ~< t t m. t l eve l ~nd it begins t o s l i p . 
t.o .. ·, t he r e a r e certuin t n! nts .ve c1.n .... 

t<\o t ht ve "e been t c.l.<int 'bout nere for tae h .st 
••• ,ur r..fi<' t 11::-ee .,~rters? 

" u, Vt; been ... erely s t~ t.in.. .:nt t action .~e would t.L~te 
.itt. r es;>ec t t .:> t Jlc tri!'tr t t t e undertc.ki ng and witn 
r espect t o or cer s 1 no rceul~ t ions 1 nd. s t o. teoe:1 t s . 
r t hi nk tht r e i s a bro6der fi eld of action thr t is 
lnc~bent upon us t o consider • 

uua t is i t? 

Well , I t h i nk it would .••••• 

(On phone) Hello . (Convcrs <. tion ·: i t h Knoke follo~:s : ) 
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H.U.Jr: 

Operator: 

l! . t •• Jr: 

Knoke : 

H.M.Jr: 

K: 

H ••.•• Jr: 

K: 

I! .U.Jr: 

K: 

H. l.l.Jr: 

K: 

H . ~ •• Jr: 

K: 

H. l .Jr: 

K: 

H. b.! .Jr: 

K: 

~ .!i . Jr : 

K: 

H . l,t . Jr: 

K: 

H. !J.Jr: 

Hello. 

l.lr . Knoke . 

Hello. 

Good morning , »r. Secretary . 

How are you, Knoke? 

Fine , thank you. 

Knoke. 

Yes. 

June 18, 1937 . 
11:03 a . m. 

Are you talking to Cariguel to-day? .. 
No, I haven 't tried t o, llr. Secreta-r y, because 
everything i s so nice a nd quiet. 

Where? 

Here and in London. 

Yes . Well , I wondered i f you coul d get f rom 
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h im some kind of an assurance or hint whether any­
th1ng1ll happen before Monday. 

Well , all, all r i ght, I' l l call him. 

Do you Dl!nd? 

No, not a bit . 

I talked to Cochran earlier and Rueff i s out . 

He ' s out now. 

Yes. And see 1f you can get something out of 
Cariguel, he always t alks very frankly. 

Whether anything is l ikely to happen before Monday? 

It you please . 

Yes. All right, Sir. 

Thank you. 

(Break - - - - - Converaa.tion with Secretary Hull) 
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(T~ylor r tturns) 

. ,r .. : t.ll , 'l:.ync? 

.. . 

. . J: : 

•• r: 

•' ,11 1.ted to o<no 'I if' thf r.t~S~P't' itwt you haci r·e­
ctlvea 1H·s s rtisl':ociory . I .'1 Ic th< t it wrs com-
·- • ttly <onu ttu t Cocnr 11 .. oultJ b• 1n~tr .. cte.:~ to ·o . 
.o. i .JlJ ic;:_..., tnt:. .Jio .. ll.,; t .. it~t · t.i~ ;,j,C,iu tHLt t.1e 

0 

t::...: ..... E t: , .... tL u ll.="~ uy a: .ce"" l ,j tHE .uecstion , •. J 
\.;. t ''" na. Ct 11£<. lJ, l'.:>r 1M: • 

• <;_ 1 I s ent c-. f..!ol:Jj ~ .. 
... ........ n • t - :>n.J.:..!u. .I c 

1.1llo.J~tj 1 .... 

!.1.. U\.Ll-? 
le.tt.:r tv .11 • 
r ~-•1t...~ : 1 ,_. b. ttt> z· . 

.. t!:> . ,-r.."" ln ... ta·'"'ctlur.:; 11 b· !J!"t"t'' ~E'w. 1 tH t l. t.u 
i, il' ; l'tt ll~ t .:> tuE I _t! s~. uvr - I _eL .• our 

, ... .) .. Jr . t.~ t t. •• \..rc .. n t t b t r.j' ~.-_t:t.;::;ti.~r: · tot.t 
l at t . 

. J:•: HO ..l.V J OU to~€4 n? 

tl l l' : 

. ol.lr : 

.•. -- . 
.. J·: 

.d . .; 1. .... , t.lt t ' ~ l.o.~~ f or.,• t, .• t t. t.,ll.... u ... t:. in t.utir 
:J~. trl.o.'l.:tio: s - 11 L~o.' •. ~1'rlll ~.;. tv t.t._ 1 •. 11~ S.Jl.H)J' . '' 

~~.1~ ~.~ric:!. 1 L . • l o r? 

' .. w 1 c;l t s:;~ .... u~ to Grct 1.. Lr 1 t::!. , 1 \o ~o~t 1 c. . 

.:n...:::: 

I t. .... lu ~,iw · b~u t. t .. ~ .i.n:-tru~tio: t._ji.. t ~ o~ .... ivc:. 
to ... ~t tt; ;"' .ortu ~ r11 1 t~o t ::J Co.:.tr~ r - t :-:.. t~ it' ~"ot" C 
~ u!ittt . 

feb 1ll rlt; .. t or. tt1·t? 

. ir nvru lo · s v ~:r;. pl~l Sb J tm t /vU .·.cr~e St;;nulni 
'-' U~~ .. r~n . 

t~ , l:l~rr., ,.t \·e • :>u {vt tnt< .. w t:r to 
< !' .. 0..1.1' QO 1!' t 1c: d EVl h.e? 

t :' ou tn 1r..< 

(Jn .none) ciello . (.: nvu·~· t! ·n .ith !.t.lll : :>llo ;s: ) 
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Operator: 

H. II .Jr: 

Operator: 

H.M.Jr: 

Operator: 

!i . I. .Jr: 

Operator: 

Hull : 

Operator: 

H . ~.Jr: 

Hull: 

!i .l!.Jr: 

H: 

H.Lt.Jr: 

H: 

!l . J,l .Jr: 

H: 

H.II .Jr: 

H: 

!i .U.Jr: 

Hello. 

Secretary Hull coming on . 

(lfai ting) 

Hello 

Hello 

June 18, 1937 . 
ll:03 a . m. 

Sorry, she said she had him right there. 

Well, you can call me . 

All right. 

Hello 

Just a moment please . 

Hello. 

Hello Henr y. 

Good morning. 

What's going on? 

Well, I sent you a copy ot my l etter from Sir 
Ronald. 

Yes. 

And - which I thought was very nice . 

Yea . 

And- I think 1t works out beautifully, don ' t 
you? 

27l 

Yee, I Juet - I was a fraid that fellow would get 
peeved it we went the other way, but it we get by 
1t111 be good and Just t he same. 

Well, it l ooks a• though we got by. 
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H.M.Jr: 

" ' r o 

H.t; .Jr: 

K: 

H •. • Jr: 

H: 

H. -.. .Jr: 

H. I.\ ,Jr: 

"' ... 

H. :t.Jr: 

H: 

H.?.i .Jr: 

H: 

H .~ .Jr: 

!-! : 

H. ~ .Jr: 

- 2-

Yee. 

And I had Taylor call Feie to confirm tha t 
Cochran should go t o London. 

Now if - yea - now if our man -

Yea 

272 

He's got a marvelous chance there to do some real 
cross examining • • • 

Yea •• 

. . • of the Bank of England., and pick up in­
cident ally, some things t hat we mi ght not get out 
of t he Government . 

Yes. 

So I hope t hat , I hope that be will prove to be a 
real cross examiner, without intent 
t o do so, but in the interest of the general 
solution of things. 

Yes. \Ve l t .•.. 

He might ge t you some real information ln there 
about the attitude, you understand, of the Bank 
of England which is, wh ich ls a f actor in the 
situation . 

Oh, yes. Well , I just wanted to let you know 
direct. 

Yea. 

And see whether you were eat lsfled. 

Oh, yea, I - that was the only thing . I just 
didn't want to thrOw away hie influence. 

Fine. 

All right • 

• Thank you. 
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... 1~ t :le nt s _,t; .... t ... heo j"~U t..o ... o is tl in:-. t..ruct 
" c .. rt n to) fi"'' out frv.n Normtn wuy lle i s opposing 
.:>r .s coo1 'bout tn.:. possiblli ty of li trt Cle 
. c r e<.ment . 

1 no.. l s noulu ao t w t? I o<nc 
I IIOUl-n 1 t ' so< t n: t ' r;, mort> 
us~ .utttt· ortn to sit in on 

Ill t w: S i"t, ,;;, l'CtiOSlOVI .<1' ? 

ldll t ue WI S UOill!! 1 I ltd 
t!u n r woulc let them 
1 debt nq·o t it tion .1 th -

.. r : r! un : :-:, . 

. • Jr: 

• .. J': 

. J:-: 

.. J:- : 

r..u.r. r !•) • I :Lt;.: n •· ~ 1 ve t.:Vt so ... etrdn'J hert: . .-ticu ls 
\l ... .. rv:: t.:u;. '-..,vt;rh .. a .. r.t , ' u ... ... . 

I •• - •• f t. a t• .... L.. nc; I • Ju. L. .... 

I ~!"!.) 

' ~ liO.j 
rl.Jlll? ' I ott ) .. !JO • OU (rli etl~;:·) t ulllK ! 1m 

I mt.L!l woul<. you Wticlll. "ocur• n .. o .n IVitn •••• 

k>, Oi:l ll,;l . 

I c crt<.lnl~ .o1.l r. l ~ "' ve <.~one 1 t on , Ol.a' v •. n 
l.ltitct.ivt; lj. nt- h!tJ c s ttt:tJ 11 .. 1 o~\>..,. coul ... r. 1 t '"Vt.. 
• • 1-' n·;o• or 1 t. .. oulo 111 ve btrE>h o ifficul t to ll< vc 
Sti~ 1' .:o . .. 

(;, .1Un:;) Jt .:e , I dian ' t 1:110 '·" t .'le C"e{.nt ; I 
11 n 1 t .mo h• l .lt ~· s 'littn,; at . 

I u ~"" 1 t e i tnt r • 

•it( ; I "erEly WEntt:J to Ct 11 your &ttent1on to t he f :.c t 
tht t .. e n~vt r.ot yut - lrectoa our ~ t tentlon to ,.,os1t1ve 
~~tion to ':teet t si t\U t i on lillian mi[ht h• ve ver·y 
serious rever cu'sstons 1 ll tht m•; arow1d ; r nd c l et• r ly 
I ••ouldn l t m;nt to rt lse th~ i ssues now, b ~ct use I 
houlco Nr.nt rn Oj) •o r tunity to u efena t heoD , beer use I 
.mo .. tney .vould be r ec:cl ved • 1 th s«c.-tic i sc; ~nd 
C.>olncss . out I t uln.< our a ltt-ntion ou.:ilt to be 
... 1rectt..; in tcto~~ cnmlll•ds . 
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I d on ' t ::!lnt you t o "rt:ut . I .vllnt you to t ell me 
· 11~ t JO U thiru< , e nd nol>oo~ (·lse ,,111 areue wi t n you • 
.. u~ t ao , ou t h ink? I utc~< n "iv" '"1:! >. clecncu t stt t e­
neht; you ' ve r Lised it . .'lm t would you a d vise r.u: t o 
o tl1is _,ornir..; if i n it>n ..Jinut£:; tat t nin! c~me ovt t' 

t1.t.t rr;.r:.::e ~:.s ~one : Ch.v:.lueu btlo. tht ~ &r h.tl t ? 

.. el , b~ t h·:; t i.~e 1 t ould bE il:.;>ossi ble t o rollot: 
"''"t ··.t~t I ~:::.coin., to s ::· . 

. .;:-: ~,;ll , Lr" ~-ou .'Oin_: to ;;JLKe '- lon_ s t r te::~ent? 

.... l t. : 

• • • J l' : 

.. 1 " ' : 

. J~ : 

. Jr : 

.. . t~ : 

.. Jr : 

. ~ .. t. : 

• I t.t.. : 

Huh? 

•. re , ou t.o i ng to !'lr ke L lon;, str tement ? 

Of 11y positio n ~<t !JI' &~ent? 

!t .. ill t £Ae sever~l minutes • 

.. ell, I 1 "' r , ther• !'lot • 

. elL, tnct 1 s .:hy I . .•.. 

Z _.eL n i f it ' S 0olne tO t>..te t;;ll olnu:;es, a.o tuen ." • 

H•t. t ' s r i c;ttt , ~~~o t•tt:rd\>re I ~~~~ uer o=l:r in,t i cu;ir.g 
tm t tut r e i,; ... or e t.nat is re t to b e •... 

"' V t , ou s t io t bJ i t t.o t nel>e ,>eOiJl e-? 

t~o . 

.1.1.11 you sta t e it al'te r ,;a r ds to t neo? 

I i ntend eo t o . 

t'lt<: se, Ni ll you ? Th-. thint: t.hb t I .<a nt t o 
.:. ... t.ai s . I f <-el - iOU ~no .. , af t t r .. _11, - ~'e 
r i nance ~inist~r b!'rlv~s t onight - ~~si. · 

gt:t on 
Br azilirn 
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- )~ -

" , I •on ' 1- su.• ">Jt; r n,y of ;. u~;. h· "'' t !:ou.·h t - 11Lve 
. uu- ot 'llj'\.uln fur l( - ho .• tl't .;r, zoin t o s~l l 

r· .a ·' "11 lJl . . H>llr ~~ .• :>rtn of rold on-tru lnstr li ­
nt ,11· ~., ·no ••o r1·e t.H.y ~oin& to ""c u~e al' it, 

~; . ? .~t-ouy ;!.Jt Ln.th1n !'o r :oe? 

. Jr : . Vl • ..,u ~uL..:l t t._~ 1 t t<.> tnt:.c , to, 1~? 

t : eL1 1 _ : ~ J..0!" 1 S ,:. .l 

Vt r· ~;. ..:'ln . 

• "'!' ! \:-l · .. 0 

. J:· : ·d r l ·nt . .ell, Vin~r tnu .\i€J'lE r Ll'" ,:oin nome 
t;.>nlrht, b e ·o: CK .u~~ury mo~ning . If you coulu c 1.vt~ 
-:.. ........ e c.c~.. c:: ,')t.c. io .. c.~t. .JH tul.- , t..tc. J.~t_: ht be .. ll t i ng 
to t. "" 1;; ~tlon. wl tn l.n.:u . I tuin,; l .,:·ol'L tnt:! 
lv v~ t. •>ni_r 1. t.r~( . ou 111. t o n: ve SO..JE.thin- so tu~;, 

c •• l " t . .ir..-.111 huut 1 i . 

L >.:>ss i ble • 

. J .. · : . . l~ t ? 

r : If !.t. is :"e1 s i ble, nU.":l' :;!.,., .:> ... sil"'l£ . 

. . . . 

.: 11 !,; t u : 

.. t: cc..r. t ell t(lt,;.U t oo\.l.t it . 

• U , •ny.Hy , I •t r.t t o t :olo< tbuu t tne br cdlit n 
t~olut. . i\nn J. w t, nt t o ,)lt n on t.nt Cninese ; .r!;, 
:.10u:con 1t. .. e buy 1.uelr· 5J r.tilllon ,mnces or s 1lv,r 
t..a:-·t. t..aey ' v c ~o t. u~:.:r~? Cut: I ju~ t. st) u :~o" ? hLV~ 
.t 1 n.r .; .,.g., .., s l.iun~ t o ·~~•<~: to U1e;:~ &t>out; go l a? 

1_, •• illion ouncos first , before tne .. 
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·• . . Jr: 
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'lney 111 probably brill& up tne •. uesti on of the 
lJ ounces which t ney 1 r e holcing in commtrc i a l 
b£n.<S . Thtct 1 s the e xcess t ney rusueo out of 
.snc.ugn~i ~:o t t he time the Jas>unese were stepping 
;>retty strong . 

/mu 1\nt t ;.bout the 50 milli o n? 

I s q t ney mi.;ht t ppr ot ch you fir~t on t11e lJ 
.3iEion . 

'llere ' s t ne 5J :lillion? 
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It ' s up at ~elby , ne!'E tt•C~ 1re s.elting silv<.:r­
uc.n ?"re:ncisco . 

ue 1 ve got Lr . «un.; cooing , 
.. ell, .1e don ' t do e~·thin!! 
~11 , ,.e ' re enti tle..t to our 

e htve SouzL Cost& • 
until h e shons up . After 
weet<enci . 

And we s till d on ' t ~tn011 \\ht. t he ' s eoing t o tel.< 
t bout . 'lie thin~t ,,~ ao • 

I ' m bll mixed u~ . 

You ~lso nave .Jr . Cc.scy . 

.. r .. c.t ' s ne? 

ne • s t:le rim.nce .!inisttor o:· JJ.str el ia? 

uhere aoes he co.1e in? 

Be in tomorrow. 

'l'hu t ' s news to me . I think you .<:no1: - tell you 
SOll.:tning terribly funuy tht t at·ppened . I suppose 
some of you got invited to t he Chinese - the JJtn, 

is it? 

'£he :18th . 

(To Kieley) .. hen ar(, t he Chinese giving tnei r 
meeting - luncheon? 

1he 28th. 
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hnd I 1 m ~i ving mine tile ::9th? 

A d inner, yes . 

Anu when is tne .-loost vclt wedding , the JJth? 

The 30 th . 

Just me ~e s urt in~t I d on ' t ~&~e Lny eng~bement 
un tile 30th . 

277 

J;o,, , Enybou.y tt..<to f snot a t me - ;;nytning t.ney ,;o t . 
"iefler, you ' r e so .uiet, I ' m ·,;orried . 

[;on ' t be 71or ried . 

;;o .. , I nad l unch ll s:. e ve nine - supper - d th our 
two consul t~.nts . 1 nu incluent:.lly, ao you (v inr, r ) 
?i<.nt me to pu t in t ne p!.ptl r th&t your yositton -
in< t you ' rt. consultt nt? 'rn;,y ket;p calling you 
soue t<ling c if'ferent . 

I don ' t c &re . I ' o jus t uJ soon 
v r..., tning 1f you c o uld c voi.o it . 
el<SY if you c &n 1 t r void H . 

you dio n ' t sc y 
Le t roe down 

Tney loo.cea inio !!IY moutn, felt my pulse, fdt 
JJY blooo ,.. resilure, t n<- it. sllems frC!.n .. h& t I tL l<ted 
that the n<ox t move tueir ·•<-Y is - and I 1 11 l ee vt< it 
to y ou - is tot r y to g .. t our s t eff a nd tne Feaeral 
nes.,rve s t~;.ff t o,;e\.th. r .vi tn :.lr . iccles so::>e •• here 
else . 

,;ell , tha t 1 S - · I CilCCK on t hat . 

'lnen t<lere's & ..,uestio n or .,.o;, tnoJ , LS to uo .. t.o uo 
t na t . I na ven ' t chan.;ea ou.:h f r om tne sort of a 
gen~ral pl~n t.wt •e ~i scussed l abt e veninr Ahen 
"'e broke up , thh t 11' He c an have e statement of 
what tne 1'r e&sury position i s , .my , I c ~>n t~lk to 
him e nd s &y, " Now, he r e i s the Tret sur y position, 
wnich a i ffer s t.Uite mu teriol l y on certa in points 
fro:n yours . ~·o r tne s ul<e of convenience, I nave 
written tnat down," a nd not ha ve tne t wos t a ffs 
;> resent ·1hen the t goes on; e nd t hen try to > rrange 
tha t t oe tRo s t 1.ffs wil e meet on tne basis of \\ll& t 
tne Tre~o. so.U'y ;>osition i s , .. ith 1\ial out . 
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I tninK tn<- t ' s uoing wru t ne ' s done , you see . 
!I. ' s r ,cin.; tne. other slue ,; i ti\ ~ n ulti lllf.i\l.'ll o r 
ut:cl!.r<-t i on, .. nert<tS Wtt vnnt t o sor t of t•ender 
OL so le t e t n& t speech of l c c l es tne other •norni ng , 
''o r L 01 tet it out of tn11 1Jictttr e . I f we intro ­
\lUCe: Lnother ont which isn ' t l ike hi s , t hen the 
• tt.fi's Er e obliged to consiaer - they c ons i der 
ow·s lS so.netning we ctn ' t ci!Lnge . ·:e w~nt to 
~.E t unaer Eccles . 

::.u •eosint: I c e-ll up .J:.rrin;;r , or you ('l'~ )'lor) 
\!t 11 ni:t: u~ , ~n ... s e:.y , ttYou Kr.o .. , ~arriner, .e ' ve 
uot so..:e things over ner~ .. (. 1 re ::ord: i ro~; on, "nd 
•. .; ' J. 11.<" to invite cert1in me.:Dber s of your s t &ff 
over . Is it q: r eet ble? • 'ln~<t 1 s <oll. Seccuse h e 
s: id ·.men ne left here, coulc he c.-11 on cr.y people 
from us . ..e ll, we •ve o;ot cert~oin tu.ings , r.n11 , e send 
for S.:l.oe or .11s people . HE ' 11 s~y "'i es . " Then t ell 
niCl .::10 :.e wt..nt . 

In vie ~ of t nrt shJW ycst~rJLY ··· ... 

.ell , list er. , '"eyne , Lt.ke these boys b~:.ck e nd - bu t 
1 t hink i t ' s ver y 1mpor ttnt thLt t nese people ge t 
to.::e,;n_,r wi tn Gol <Jen11eiser "'nu Gt> I"d ne r end >'II ut 1 s ­
uis- nerne . 

Currie • 

C..;r r ie . 

I t niM tne lESS irnport&r.t ,,e cc.n !!eke t ht. t. session 
of yes t e r d&y morning, tnc better it is for t he 
'i r eus=-t •. n~ the Govern'llen t . 

I c r n c r 11 u;:~ in :1Y 1Mocence : I c &n do tnis t hing 
i n <- ve r y c e.su~:- 1 v.uy . Let me h::.n·.1 l e i t , ;, i ll you? 
uo you mina ? 

No t r bit . 

I wouldn ' t lose the a dvant Gge t na t l'.e ht ven ' t had 

• ny ,JOSi tion so f vr. 

(On phone) i:!e llo (Conve r st tion wi th Knoke follows :) 
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Operator: 

Knoke: 

r. . r.. .Jr: 

K: 

H. Lr .Jr: 

K: 

li . li.Jr: 

K: 

H. L!.Jr: 

K: 

H •• .t.Jr: 

K: 

li . li.Jr: 

K: 

H., .. . Jr: 

K: 

lLU.Jr: 

lC: 

li . L Jr: 

K: 

H ,},l,Jr: 

K: 

213 
- 2-

lolr . Knoke • 

I Just had Car iguel . He sounded ki nda worn out 
and gloomy . 

Yes. 

I aeked whether I could eleep - to, to earely 
sleep over the week-end ; he said he thought eo. 
He had no news or anything that could happen, 
that might happen political ly, and as rar as the 
foreign exchange market was concerned, and the 
tranc rate, he had no hint or no suggestion tha t 
anything was pl anned . 

Well , that ' e that. 
All right . Well, I'll hope tonight to be at 
Beacon 211 . 

Beacon 211 . 

Yes. 

. All • 

What, What ie - what is your home tel ephone number? 
New Rochelle 1895. 

New Rochelle 

1895. 

18 

95 

Eighteen - ninety- t1ve . 

That ' s right . 

Al l r i ght- that was betore the Cuban War, wasn't 
it? 

(Laughter) That was what? 

Before the Spanish - the year betore B17an. 

That' s right . (Laughter ) 

All right. 

Oh, no - yee, yes the year before Bryan -
that 1 e r ight. 
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K: 
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K: 

H . •. • Jr: 
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Al l right . 195_ 

I asked about Ruerr . He ea1d he understood eo 
but nothing, there wae no confirmation. 

All right. 

Nor was there an o!!1cial communique on R1et 
and 

Yes. All right . 

That ' s 1t. 

Thank you very much. 

Good-bye. 

2oO 
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• J:- : 

. Jr : 
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I don 1 t tnic.-< so , 1:. ect. use I tried every wc.y 
"os~ibl<:! yE.s teru~ y in tn11 t t Ro- bour session t o 
~>"t tne t .. o s t~of!'s ~oct.tner , ;.no n<. took the 
,)osi tion t.iot· t t h• t woulu s ~o rve no use,ful. purpose . 

Do you oliml l e ttinG me try i t? 

281 

I ' d lik,. to t• h: t o our cro .. ct bf:lfore ,ou d o t nut , 
b;;couse it ' s - I meLn after tryin; to do t ru t for 
t. .• o r.ours , ,-t t n 1. l l tnc c L r<J:; on t he tabl" , I aon ' t 
\.•tiM th· t it i s pbrt i cul;rly ~.t ,•;i:;e tuin.; for ;ou 
t.o .,;o bt..::&. ol' tuc r ... tllr ns ther e , ever: 11' _-ou 
.,t..:re!: ' 't tnere . 

" )Utu ~ <-uss~p ses,;!.on tt t .. een :~e ~nu Golaen,.~:iser 
ce out of or~er? 

.l.>t in :- r~· WLY . ..e 1 ve ··ot. to ~ct pretty soon on 
t.•is :·ureit.n bt lt. n~~:.s blls ln&:;s ; ! a on' t t.liM you ' ve 
t,ot ron unli.:.iteu c .aunt or time . 

ur~·&n St>'S m: .. t 1.ts to s~:E "'" t •lis Lfte r noun t no 
L' m ~oinc Lo s e" 11\m !'or L•o m~nutes e t ~ : 45 · 

I f .. 11yne f eEls str on&ly , I don ' t .. Lnt t o but~ tn . 

I tr.illA t n L t a r.y Ofl<l 01' thE< r .. llo.ts c;cu uO '! .,)" of 
Lue L<l.t in., tn~t. ;tot. .tnt to , but i t C>.rt ' ~ be ...... 

I oer. n i1 ! s t i u I t nou, ht th~ t sessi on o~en~ v " ry 
b;,c: ly • . .• 

You .r:e2n ju~t t.S you lu.ve luncn .1it h nio? 
' 

~cs . 'l:t£ t I t 10ugnt J.t .VEnt ver>' b~al,- , Lna .. na t 
,',(; S ovt'Oil<;, , , i th 1 t . 

'fhct • s rll rieht . I thiM I coula c:,.ll hL , u)l Lnd 
I •a s.,y , "You :m o., , .. t: • r e aor.<int: on somt of t.:.is 
s t uff; ::c •J lil<e to n:ve some of ;,ou people s it in . " 

Pt·o vld i n,; .1e is ••.. 

. :t.;;nt: , 1o.y I ttl.! t o you just '' ra~nut.~ a bout it? 
•. o.;:j ;;cu :;in~ if I t t l.<eO t o ;,'::>U jus t ::. ::: inu tc Lbout 
i t ? nne furg lve ~e i f I ' o t little p~tt> . It ~tri&es 
... e. ~3 t.r. e le .• .,r.t,.r;r r ..J.e i n v i ,:.lo:l;:tic r.egot1Ltions , 
t. :".~ tnbt• s ,vnt.t t h i s 1:1 , not to allo.v ~;n., tnint! to coroe 
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to ulo·.•s . No.~ , ~s Jt.ke ,Joints out , tney hEl ve 
.,t, teJ t heir !)osition ; liE; h L VL so f Lr not st~< ted 
our ;>osit i on . I f y ou. once ::;c t EcclEs in t ile r oom 
Lrt'-' st~:te your ,>osition, why , t ilen you ' re soing 
t.o neve t o use ;. club , b ucuusc t hen you hn ve 
b loci<ed a ll. • • • 

ohich me;.n s whut? - LnLt lf I cf l l •... 

I :nean g et tntl t ~;clinic: l sttff togeth" r c.n<l not 
• t.ri.<c - t;b..te your vos i tion :· t •.... 

>e tried to do thL t ror t .~o n ours :•esterdcy . 

out :.ccles v.as th<.r ... ; t ru. t 1 s tnE trouble . 

I t h i n.c ::n"r. Jt.i<e - t.nrboa;; ~:.lse cc.n t~l.< 1.itnout 
o~t viu& i t cle1. r tilrOut;h, l 10 t 1 s Sl':f , ne to • ccles , 
or t . e Jec:ett.r, to ~;.ccl~;s . 

I tnin,( you ' r e wr OD!l · I tnink I coul- ctll nim up -
I m~ ~<n coou nUJ!Iol· , et~: . , Pnu I ' d s ey , " Noll , 1 1 ve ! ot 
my ,>eople ovt< r ..•... . " 

->t•Y 11e .:ant to i!O over tht- t. echnlcbl probleL1S . 

;;o , I •u s ay Jus t. - I ' v<. uone t nis before - I 1o sty , 
".Jarrir.er, bet'ore cLlling up Golaen,.eiser t r.o sOr.IE' 
of nis ,:~eople , ! •c. l i .<C to <no. c:ne t ner it ' s lgree­
Lole to :;ou t o navt SO::le of t <l o:IOI c o:ne over . .. ., •re 
in t oe -l~st o f b o i scussion a nJ I ' d lt~e t o ,. ve 
l.ol den.-ei ser t> nJ s:>::~e o!' Ius cro .. j sit in . " l.nd 
ne .~oulan ' t sf.r a nytnin& · Lis ttr., l e t me try it . 

rlones tly , I tnin.< it ' s :nucn bet<;er t o neve .. 1n or 
J <cl.(e Vine r go t urough this business tor t they :;ugges t 
~na not nave you int r oJuceu into it <t ~ 11 ~ t th&t 

iJr r ti eule r time . 

I teno ~ l~o to a gree tnt t if Ne are trying to keep 
uim out , ;;e ought 11t toe StJme time .•. . . 

Keeo out the men whose po:;itions ar e import&nt . 
I f i.e d iffer , who c ~> res . 

o. r: ., ) ou (niel'lc:r) nuv~ lunch with Goloem,eiser • 
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J.ll r i ght . 

out. then, tn~ t aoesn 1 t ge t you ~ ny .1here . You' re 
not g oing to have any 1oee t1ng this <>f te r noon , And 
these fellows - I t h i nk you I re nrong , but if you 
!'eel str ongly , I don 1 t •• . . . 

.. ell , woulu I. .. .. 

!.i s ten, .-1ould you f ello:1s go b~ cit in .:ayne 1 s room 
~ nu t tcl k 1 t over, ~ond whli tever the crowd ugrees is 
· ~ree~ ble with me . 
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.he pouible actlor.s which the French '.overnr.ent r:ay take e.ro listed 
~ l t't. . t c l:'cnour eo Tihioh the Secretary ce.n take 11: reapon:c to auch actio 
?rr. :ndlc11ted 1n each in.rtanoe • 

• rntts of the various orders nnd announccccnto , that eight hnve to be 
•~:c ir oach instMce hc.ve been prepared 'by tho leGal starr . Tho cedent 
c! thor.o prol1minary drafts havo 'been •creed upon in conreronce , tut thoro 
:.•c not yet boon tir.!e to agree on the oxc.ot •lOrding. 

284 

lt ••• t;cner all) a ;;r oo<l thnt i11 oc.oh oo.oe or action or inaction (lnclud ln_: 
1111 od cto.tc"entc) ·.10 woul d oonault with tho Brlti3h 'Ircan"r ond tr 

e· ,. 1 ith the Fr ench ':rcnsury before to.kin;; octl on pcr tainL-1; to U o tr"partito 
~· ' r::h· I , n.!1d tlote sale a..."'1tl purch~ac cf e:;ol-! . lt wns al n:o &bf'el d tl-~" ot'-~" r 
.. ·l "- " -b ·o would be a-ivised ot surh aotion .'lC -.:e· ;rl,;l.~ 1rlah to take . 

" S&ibl o &CtionO involvin~ purchoce and •&le Of ;;ol d for OX]>Ort , 

IT c· c~ •• Sl:.S TO :::u .iC!Y r:>Lu mm:.R I·X'f Cl C " TAJ'C:i:S A:'D F.R;:vrr flU.: • 

.. r~ion to be to.l<en by Secretl\ry. 

(n) 

('b) 

(c) 

Statement issued dr opplnc Fronce from the October 13th 
11~t , l . e . , tho new liat Ttculd ~oJ cor:.talr. : ro.nco . 

Felleral l eserve ~e.r.:: of •;.,. io•·k to be notified of tuch 
o.ction a..'ld instructed to notify '~o RANt of ?ra.hee , 

Such action 1:: not & ropudh.t~on o!" tho ~r ·~ e.:tl.tt u!t!lor­
t a.ktn,;. 

i.otl on to be to.ken by the Secretary ea:•o no in CtLOe I above . 

"'J'Or.rs 0~ ,.,,Lll ro f.LL cru:nu-s Bl'T ;)liD! P-
l. . . :~;ct D! CLARES A.'i E!!BAllGO 011 - ' t ' .,.. • ... i' ··--cr . ~·1.0 
• · ··-• !' TREAT "CLUB J.:El!BERS" AS THEY AAE ,r.tA. <> lo(.l. .. • 

~ ·rs .t.::U SALES. 

ct1 that otLht be to::on '"J the 
..... oro arc two possibl e courses ot a on 

c.rtory . 

\o.) Do nothlr.g and cake no lltahconh . 

or 
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(b) ;:;o not~~ but iuue a ate.to:::~ent to the ottoct ~hat 
:ranee s course ot a ct len ic in accord with the 
t r i partite undert&l<in,; . 

The &tater.ent coul d bo either 

\1 ' ~ ~~oral ~no eo t he prena , or 

(2 ' ) ' m· itten one. 
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I J~·cr: 11.""0~$ A'. E:.J!ARGO 011 'ZHE J::.X.."O()RT OF ':OIL " I'l'B A :2'1 PAT'l'!Rll ,J;, 

"'iL... : t;~,~LL; :H.:·.! :X.7 PJ~':TElU! l".AY i'Al-!I; om; OF '~:Y 1-"0iG': : 

r r os:ectlvc of the f~rr it can t&ko, there are two ~in alto~•ti~e 
e u:-:.~:: o;tioh the Secretary can pursue; 

h) llo co.n decide that no•' tenu of .. l e ot &olt are such as are 
in tho interest& of t he publ ic . Such docicion wcul~ be fol ­
l orrod by the necessit y for n o action unleso the Secr e tary 
wlohod to make a public statcnont •• in Ill above . 

(b) It tho Secret ory wer e to decide thnt the new terns "er e ~ 
in the public interent , ho ooul rt pursue one of two eour •os : 

(1 ) Ho coul d ndopt t he pr oooduro identi cal with t hot out ­
lined under I . 

(2) He could int r oduce nn intcnnedinry step - niL'l:ely, t o 
s ug6est to France whet might bo done to codi!'y the 
tern& of sale eo n.s t o !take thoc •athfo.etory to the 
1inl t ed States . 

I. F:>.A:.:C: ~Li:S!!.:.S HB St.t.BILIZ/1'410!: : \!Jill - EliT fiPJm'S '::!r! SA':: 0!' f!'.A! C£ 

~~:.L AiLD. 

'Iho Secretary of Treuury 'IIOUl d have to requc&t 
Covor noent ~arantee the c old operations of the 

with us . 

that tl:e t r Oilch 
Eanlc of France 

(b) A now list of countries cOMpl yi ng with cond itions of the 
::ovomber 24th order ?toul d b e iaouod to include France. 
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B, 

Lotions taken 11<; the I rcnch Covernmont invol v­
ia; excha~~o cont rol - i . e . , come roctriction 
on t he purcho.so o.n1 oalo or foreib'l exchengo , 

"I. • .. ::. IJ.:'O~ I'r l;)!l m· A LIIHTATI~l: <'!l 'n-11:. I J~UT 0!- t"'ITFD S':'ATFS 
ACC"• IRE Fi!A!ICS , 

Iraonuch as tho Secret ary otatod that all etrort. ohoul d bo mndo 
to ::e p • ranee in the "club" , and oinco it is o.creed that tho r~ordin., 
r, t'Je trip~rtite statenent ponolt. ~ir to 'o oo, no eona1dcrat1on 
1 bOir'V .;ivan herOin tO the (JU~It10D Of Tf~Othcr h0 tU.;ht ftlaO 1>0 
j•atlr~ed ~ tak:i.r.;; tho podtlon that !' ranee hcd rh:p*-t depo.rted 
'Yo:-: the tripo.rtite c!eelaratlon b:f adoptin.; excho.n;;e control . 

'g":lc.n aore as in Case VI . 

c 

Exchanco Deproc1et1on 

!."" . - •~ n ,-oA:·~ RE'IAL'JE AT A RAT! L • U! ':"!i/~· Ti!A':' AG4"TD lf"O' LJ." _ 
-..~ .. .., ... -.&.1' ~r . ~ . ... -- e c. Ld""" rH,A I 
I ALL OP IF rr ~ITS FRA!IC DClW.:GE T:> ll::P!>.ECU. .:. , ., ~ 

ll l'\ l "r 
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H. ~ ! . Jr: Hello . 

Oper ator: Mr . Butter worth. 

H. ·~ •• Tr : Thank you. 

Oper ntor : Go ahead . 

!l. l~ . Jr: Hello . Hello. 
VI, VI . 
Butter worth: How do you do, sir? 

'I. I! .. Jr l 

D: 

l! . !.I .. Tr: 

B: 

Hello, Butterworth? 

Butterworth speaking. 

Can you hear me? 

Yes sir . 

June 18, 1937. 
10 :45 a , :n. 

n. :~t . Jr: Butterworth, a - When Governor Norman was, me t 
Cochran in Basel he sounded him out about 
coming over to have lunch a t t he Bank of Englnnd . 

B: I see . 

H. :I .J!': He subsequently telephoned hiu nnd asKed him to 
come next Monday •••• 

B: Yes . 

ll.U.Jr : ••••• implying that he had consulted dth t he 
Treasury. 

il : I beg pardon, I can't hear you . 

l! . tJ ,.Tr: That he had consulted with the British Treasury . 

B: Yes. 

H.14.Jr: But he want ed it surrounded with all kinds of 
secr ecy. 

B: 

B: 

Yes . 
So, I told the 1h ole story to Sir Ronald Lindsay 
and asked him to give me his advice. 

Yes . 
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!I.IJ.Jr : 

B: 

H . ~.I . Jr : 

B: 

H. J4 .. Tr: 

B: 

I!. I.! •. Tr: 

C: 

R. r.l .. Tr : 

B: 

H.M .. Tr : 

B: 

H. ;,t •• Tr : 

B: 

H. '4 .. Tr : 

B: 

R. ~.Jr: 

B: 

- 2 -

That I wanted• it - as Sir Ronald put it - from 
t he horse ' s mouth direc t . 

Yes . 

So , he cabl ed for ins tructions , and they, they, 
and sent me the following rnossage . 

Yes. 

"Please i nforrn Llr. IAorgonthau t hat Ur . Norman' s 
suggestion arose from the fact t hat it will be 
necessary to give very close attention in t ile 
immediate future to the French position on which 
we a r e very much in the dark. From the amounts 
of gold which have pas~ to us in the l ast six 
days, it i s obvious that they are losing gold • • •• 

. . .. . I can ' t hear you. 

"From the amounts of gold which have passed t o us 
in t he l ast six days, i t is obvious tnct t hey are 
losing gold at extremely heavy ra t e even for them .• 

Yes . 

"Governor of Bank of England , who had seen :.!r . 
Cochran at Basel, ~ug6osted if he could find it 
convenient to visit London, his opinion on the 
situa t ion in Paris would be most valuable." 

Yes . 

"The Treasury concurred and said t hat they would 
be most glad of opportunity of discussion of 
position i nformall y wit h Ur . Cochran, if it suited 
his convenience . " 

Right . 

"Chancellor hopes that Yr . J&or genthau sees no 
objection. " 

Yes • • • 

und those - under t he - i n vie?l of that 
Well , er --~ve as"'ed Cochran to be there Uonday . 
statement I "'"' A 

Ri&ht . 

To keep you infor med . • • · • 
Right . 

28o 
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R. II.Jr: 

B: 

H. :.t •. Tr: 

D: 

n ... I . Jr : 

B: 

U.1d.Jr : 

B: 

H. M •• Tt": 

B: 

H. IJ .. Tr: 

tl : 

·t . U.Jr: 

B: 

ll . M.Jr: 

B: 

R. ld.Jr: 

B: 

- ) -

To file his cable in London •••• 

Yes. 

To l et you see it, and I 1m asked to - to - and I •m 
asking you to offer him fUll cooper ation while 
he ' s ther e . 

Ri ght . That ' s fine . I shall be delighted to do 
anything I can. 

283 

Now, do you - anything you want to ask me about that? 

No, rut bing - I , I presume that, that I will go 
to the Treasury with him, but not to the Bank of 
England . 

A - yes, I mea n, if they invite you to t he Bank 
of Englerxi, of course go; a nd if they go to the 
Treasury, I should think you would go. 

Ri ght. 

A - a - I was ver y careful to tell them - Sir Ronald -
that I was, I had a representative there who he knew, 
who was carrying on our, who was representing us 
enti rely satisfactorily. 

Good. Well , that v.·as very kind of you . 

So, if he goes to the Treasury, of course you go 
along . Alxi 

Yes, well • . • 

And any information Ylhich you have olease, which 
vmuld be helpful, please give 1 t to" them. 

I 'd be del i ghted to do Oh, I will then - I mean, 
anything I possibly can. 

Now, - -

. . . 
I don't 

. . . 

by the word t his morning • • • 

hear you. 
• Phillips haS gone there for the week-end. 

Regraded Uclassified



H ••. ! .• Tr: 

B: 

ri . 14.Jr ~ 

B: 

H.M •. Tr : 

B: 

H . :~ . Jr s 

B: 

H • . ( .. T-r: 

D: 

H. J.I . Jr: 

B: 

B: 

~l . i.t. JN 

8: 

H.:J. Jr: 

B: 

H.M.Jr: 

- 4 -

Pardon me? 

I say 1 I had a word with Vlaley this morning. 

Yes. 

Phillips has gone away for the weel<-end . 

Yes . 

To the country • • • • • • • 

Well , that - ~ell that isn' t news, is it? 

I beg pardon? 

That isn't news, is i t ? 

(Laught er) No, that ' s not news . But Phillips 
has talked to !Ar . 
and in turn, we're going to speak t o h1m 
again this afternoon, and I probablY shall have 
another word with Waley this afternoon about the 
Swiss position. 

Yes . 
I Ah - ther e s one t hing more I ' d like to sugeest . 

A 

Please . 

In that connection - is - I haven't f ound it out 
from the British Treasury, but from informal 
inquiries that I tve been making with some of 
my market contacts, it seems quite possible 
that there may be other Central Banks, among 
the smaller countries, who are likewise doing a 
little selli ng . Now, I don•t know that that's 
happening •• •. • 
But they ' re not members of the tripar tite agreement . 

No, they 're not. 

Right. 
Still it seems to me that it's an imp~rtant thing 
that both countries have to bear 1n m1.nd. 

Well, that's all r i ght. 
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( 
B: 

R.JJ • .Tr I 

B: 

rt .~j .Jr: 

B: 

H. I!. Jr : 

a= 

:1 . 1.1 •• rr: 

B: 

H • .'.! .Jr l 

B: 

li .!J.Jr& 

B: 

H. I! .Jr: 

B: 

H. M • .Tr: 

B: 

H. :J.Jr: 

B: 

R. I.I . Jr: 

- 5 -

.. .•. • if- if it is the question of the dry rot 
spreading, and the other smaller Centra~ Banks un­
loading some of t heir, at least soce of their excess 
gold on us , ,. 

Yes. V/ell , I have no doubt that - that they'll try 
it . 

There ' s a classic story that floats ar ound the 
City of London - I retnember hearing it when I first 
came here - and it has to do with Tri~p•s predecessor , 

\'lith Tripp? 

Tri~p•s predecessor. 

At Basel. 

No, no, as Head of the Dutch Central Bank. 

Yes . 

I think his name was 

Yes, 

And he ' s alleged to have rung up 
at the Bank of England, in the bad days of 19Jl , 
and asked him about the pound. 

Yes. 

And he received the arun1er that the pound was as 
strong as Gibraltar. And as a res~t of t~mt he 
didn • t but as a res~ t or that b.:1e 
Dutch Central,Bank and as a res~ t 
of that took t he title from Tripp. 

I - I get it . 

Do you understand it? 

I understand the iS- - perfectly. 

It ' s a matter of record about the French losses . 

Yes . 
About the French losses in 1931, too. 
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B: 

H. r.t •. Tr: 

B: 

l! . I! .Jr : 

ll : 

:t . '.! . Jr: 

8 : 

H. rl .Jr: 

8 : 

H. IA .Jr : 

B: 

H. ' l • • Tr: 

8 : 

H.U.Jr: 

B: 

H.M.Jr: 

B: 

li . IJ.Jr: 

- 6 -

V•ith that general feeling i n mind, i f ther e should 
be a sort of confederate movement, among the smaller 
Central Banks, t o sell some of their gol d , and I'm 
not sure t hat some of them haven't been although • 
can• t obtain proof about them. 

I see . 

It might be a movement that it would be sound for 
us t o have, to keep our high on • • • •• 

Thnt ' s right. 

• • •• • and t o discuss with the British • • • • • 

Not yet. 

• • • • the Bank of England would know definitely 
what the Austri an, Hungarian and the 
country people have been doing in the way of 
t heir gold. 

Well now, just hold the wi re a minute . Just hold 
t he wire a minute . 

Hello . 

Yes, Sir . 

There's no ques- •••• 

I don't hear you. 

There Is no question but wnat -they •ve been doing it, 
see •.•.. 

' 
Yes . 

It a Particular sort of worry to us at 
But it isn 
t hi s time . 

Good . 
t hat ou did not bring it up 

And I vtould rather Y hink that we ' re 
because I don' t went th~~c~la~ phase at this time. 
worrying about that par 

d to t hem and I didn't intend 
I didn' t say a wao:ord with you fir st, sir. 
to until I bad " 

No, I wouldn' t do it. 
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8: 

q, J.t .Jr: 

8 : 

H.!.I .. Tr: 

8 : 

H. 'J.Jr: 

8 : 

- 7 -

Thanks. 

But, do I gather from the fact that Mr. Phillips 
has left for the week-end that he is not worrying, 
or does it just mean t hat he has left for t he week­
end? 

(Laughter) I think he 1 s just l eft for the weel<-end. 

Yes . 

They said at the British Treasury this morning -
t:tey shov:ed me ••• • • • 

Pardoo me? 

They shov1ed me l atest report. He's 
their man in Paris. 

H.M.Jr: Yes. 

B: 

H. '.! .. Jr: 

8 : 

H. l& .Jr t 

B: 

!l. I! . Jr : 

B: 

H . I~ .Jr : 

B: 

H.H.Jr: 

B: 

The British Treasury's 

I see . 

1n Paris , and • . •• 

• • • • and quite frankly he di dn't know what was going 
to happen in the Sennte, but t ha t he thought that 

Well the latest gossip f rom Paris is t ha t Rueff 
is out . 

Yes. 

And you know that Rist is out. 

Yes, I'd heard trot. 

Yes. 
here 
that 
been 

Now just a minute. The men in t he room 
say that I can point out to you the reason 
we are concerned about what the Swiss have 
doing is because they are a Club member. 

Quite . 
And that is quite different than some, what some 
other central Bank is doing to another Club member. 

I quite understand you. 
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H.!l.Jr : You see? 

B: Yes, I understand. 

11. •.t .. rr : And the t hing that we will fea r is - I mean that 
Holland who, and Belgium who have been behaving 
extremely well. ••••• 

U: Quite . 

H. 'J , .Tr: •• • • • might say, "Well , why should we continue 
t his way if Switzerland can get away with it"? 

B: (Laughter) . Yes I , I •••• 

'I , '.! . Jr : 

B: 

H. ',I . Jr : 

B: 

H.\I.Jr: 

You see? And --- anything else you want to ask? 

No , that's all, Sir . 

Well, well that's that. 

Thank you very much. 

Good luck. 
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H. \t •. Jr: Hello. 

Oper utor: Yr. Knoke. 

H.M.Jr: Hello . 
L. W. 

June 18, 1937, 
11:03 a . m. 

Knoke : Good morning , Ur. Secret ary. 

!l . Jl • .Jr: How are you, Knoke? 

K: Fine , thank you. 

H. J.I .Jr: Knoke. 

f{ : Yes . 

H.lJ .. Jr: Are you talld.ng to Cariguel today? 

K: No, I haven' t tried to, Ltr. Secretary, because 
everything is so nice and quiet. 

H. ld . . Tr: Where? 

K: Here a.nd in London. 

H.!A.Jr: Yes . Well , I wondered if you could get f r om 
h1m some kind of an assurance or hint whether 
anything 111 happen before Uonday. 

:<: Well , all - all right , I'll call h1JD , 

!l. :.t .Jr: Do you mini? 

K: No, not a bit . 

H. ,.t.Jr : I talked to Cochran earli er and Rueff is out . 

K: He ' s out now . 

H. M.Jr: Yes. And see if you can get something out of 
Cariguel; he a l ways talks very frankly . 

K: Whether anything is likely to happen before !.!onday? 

R. :.l . Jr: If you please . 

K: Yes. All right, Sir. 

H. M.Jr: Thank you. 
(Break --- Conversation with Secretary !Jull.) 
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Ope1•ator: llr. Knoke . 

Knoke : 

H. •.!. Jr : 

l{ : 

i( : 

H. rl .. r r : 

K: 

H. iA •. rr: 

K: 

H. '.!.Jr: 

K: 

'! . '.I .. Jr: 

K: 

H, I.! . Jr : 

K: 

H. M •. r r : 

K: 

H.M.Jr : 

I just had Cariguel. He sounded kind of worn out 
and gloomy. 

Yes . 

I aslted whether I could sleep - to - to safely 
sleep over the week-end; he said he t hought so. 
He had no news of anything that could happen, 
that might happen politically, and as f ar as the 
foreign exchange market was concerned, and the 
franc rate , he had no hint or no suggestion that 
anything was planned . 

V!ell , that's that. All right . Well , I'll hope to­
night to be at Beacon 211. 

Beacon 211. 

Yes . 

. . . All • . . 
What - v1hat i s - what i s your home telephone number? 

New Rochelle 189S. 

New Rochelle • • • 

1895 . 

18 • 

95 . 

Eighteen - ninety-five . 

That ' S right . 

All r i ght. 
it? 

(Laughter) 

That was before the Cuban war , wasn't 

That was what? 

Befor e the Spanish - the year before Bryan. 

K: That ' s right. (Laughter) 

H. '.t .Jr: All right. 

?D " -"b 
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K: Oh, no - yes - yes the year before Bryan - that ' s 
right. 

H. ll •. Tr: 

K: 

H. 'J ,Jr: 

!( : 

ll .!i.Jr: 

K: 

II .M.Jr: 

K: 

All right. 195_. 

I asked about Rueff . He said he umer stood so but 
nothing - there was no confirmation. 

All right . 

Nor was there an official communique on Rist 
and 

Yes. All right . 

That's it . 

Thank you very much. 

Goodbye. 

2~7 
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Opera t or: 

H.M •. rr: Hello . 

June 18, 1937. 
ll:03 a . m. 

Opera tor: Secretary Hull coming on. 

(Waiting) 

!f.U.Jr: Hello Hello. 

Oper a t or : Sorry - she said she had h1lll right there . 

' I •• A.J r: Well , you can call me . 

Oper a tor : All right. 
Cordell 
Hull: Hello . 

Operator : Jus t a moment please . 

H. r,! . Jr : 

Hull : 

!i .~.~ .Jr: 

H: 

H.·1.Jr: 

H: 

H. I! ,Jr: 

H: 

H.M.Jr: 

H: 

'l .U.Jr: 

! ' . .. 

Hello . 

Hell o Henry. 

Good morning . 

Vlha t' s going on? 

Well , I sent you a copy or my letter from Sir 
Ronald . 

Yes . 

And - which I thought was very nice. 

Yes . 
And - I think it works out beautifull y, don' t 
you? 
Yes , I just - I was afraid that f elloYI would get 
peeved if we went the other way, but if we get by 
it'll be good and just the same . 

1'/ell, it l ooks as though we &ot by . 

Yes • 

2~8 
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!l.M.Jr: And I had Taylor call Feis to confirm t ha t 
~ochran should go to London. 

H: Now if - yes - now if our man -

H.M.Jr: Yes • . •• 

H: He 1 s got a marvelous chance there to do some real 
cross examining •••• • 

!!. :I.Jr: Yes ••• 

2:J3 

H: • • • • • of the Bank of Engl and 1 and pick t•.p incidentall y 1 

some things t hat we m.ight no t get out o~ t he Govern­
ment. 

H •• l . Jr : 

H: 

H.M.Jr : 

H: 

H. Ll . Jr : 

R: 

H. r.t . Jr : 

H: 

H.M.Jr : 

Yes . 

So I hope that, I hope t ha t he will prove to be a 
real cross examiner , without intent to do so, but 
in the interest of t he gener al solut ion of things . 

Yes . Well. ••.• 

He mi ght get you some real information in t her e 
about the attitudl, you understand , of the Bank 
of England, which i s , which is a factor in the 
situati on. 

Oh, yes . Well , I just wanted to let you know 
direct . 

Yes . 

And see whether you were sa tisfied . 

Oh yes , I - that was the only thing . I just 
didn ' t want to thrOVl away his influence . 

Fine . 

All right •• • •• 

Thank you • . . . 
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P.&.RAPJIRASIC or TICLIICIRAK BICIT 

TO: Aaer10&A ICIIbaaey, P&rh, J'l'&DOe 

DATIC: June 18, 193?, 1 p.a. 

No.: ass 

FOR THIC .AKBASSADOR. 

Ooobrao 1& requeate4 by the Beoretary of the Treaa­

ury to go to London for dilouaeiooa rlth off1o1ala of the 

Bank of England &Del Treaaury. 

T~1a •1e1t 1e bel1a•e4 a4v1aable by the Departaent, 

&D4 pro•1de4 it i s agreeable t o you, ailthorhea CoohrUl 

to go to London. 

The Department baa been intoraed that Secretary 

Korgenthau suggested to Ooohrao that he cooperate fully 

with Butterworth 1n theae oonvereationa, that the ccn­

vereatione be reported by cable troa London, and thd 

upon hie return to parie he inform you fully of wha t 

trao~1re4. The DepartMnt believes these suggeattone 

adTi&able. 

HULL. 

U; L11'W 
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LrS 

Soorotnry of State , 

Washington . 

HUSH . 

392, June 18, 9 p . m. 

GRAY 

London 

Dated June 18, 1937 

Reo •d 4:16p.m. 

~.~ 3;;!CRETARY MORGENTBAU ?RC!l BUTTER\10Rl'H . 

I \10. S handed at the British Treasury late this 

ovonin:.; the following mossngo which Sir John Silnon 

doail'Ot'. to be transmitted to you . At the so.me time 

it wo.s co.nunlly (repettt casually) mentioned thnt tho 

first draft of this message had contained a suggestion 

that if you so ~ished it tho British Treasury would 

conoidor anew their attitude but that Sir John eventually 

decided to el iminate this passaae because he considered 

that i t was always to be understood in communications 

with the American Treasury that he was willing to 

diaouss and reexamine any decision affecting mutual 

concerns which he might hnve taken. 

"The Chancellor of the Exchequer is grateful t o 

~lr . ro1•c;enthau for letting him knOW the position which 

he t ook up with the Swiss . Sir John Simon much regrets 

he could not send an earlier reply. 
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L!lS 2 - ll:> . 392, June 18, 9 p . m. , from London . 

Tho Chancellor emphasizes that he fully recognizes 

tho advantagA or insisting from time to t ime that mem­

b<Jrship of the c l ub carrios responsibilities as well 

as privileges, and that on this point t her e is absolutely 

no difforenc~ or opinion between himself and Mr. Hor­

gonthau. 

Tho Tre~sury have thought a greet dea l over the 

quoction :the:;her it would servo t'te purpose which they 

a.v\ !'r . ::orzenthau have ir. common for them to follow 

up r.i7 ~essa3e by a similar message from them to the 

Sni$& . On the whole, they have come to the conclusion 

that it wov ld not be ei thor easy or vtise for them to do 

so . 

The '.l'1•easury agree thnt i t might prove very em­

barl•ass int; that the Swiss should have chosen just at 

this ti~e to dispose or a part or their gold . But 

t~cy thi~k that in rnirness to the Swiss ~~ must be 

borne in o ind that the gold was acquired under differ­

ent and norhpps unexpected conditions as recently as 

last f.utumn . So far as this market is concerned, the 

Troas~lry have no complaint o ma e t k as regards the pro-

· d they have no dir ect coduro ad~pted by the Swiss, an 

ltnowl7dGe of the motives which prompted t he recent 

sales . it would not be very easy Thus they feel that 

for 
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L~'S .3- i:o . 392, June 181 9 p . m., from London. 

for thom to take up the question with the Swiss . 

J.Joreover, they doubt if 1t would be , on the whole , 

he lpful for them to do so . They feel that it may be 

\tseful to show, both inside and outside the club, tha.t 

go l d ~till finds a ready market . If they were to add 

their O\Tn r epresentat ions to those which Mr . ~orgenthau 

has already made, they fear that the Swiss would be 

lil:ol}' to conclude that this is not so" . 

BDIOHAM 

HPD 
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LHS 

Secretary of State , 

Ylashington . 

815, June 18, 5 p . m. 

GRAY 

Paris 

Dated June 18, 1937 

Rec 1d 5 p . m. 

304 

ITs1ile it seemed yesterday that the chances were 

in fa·vor of a compromise being reached be tween the 

~onate and the Government on tho full power s bill, 

subsequent developments havo created a situation fully 

as se1•io\tS f o r the Government as that wh i ch faced 1t 

in the :::hamber . 

The full powers bill wa.s tabled in the Senate 

by llinister of Finance Auriol yesterday afternoon and 

was tmoediately sent for ex~ation to its Finance 

COlWlittee . This body summoned Auriol for a hearing 

o.nd it was subsequently reported that his .explanations 

were found to be e vasive nnd far from convincing . Tho 

Finance Committee is believed to have taken the posi­

tion that ~nless it cou l d obtnin so.tisfactory answers 

to its questions it would not be willing to grant the 

Government special powers except to check speculation 

and prevent tax evasion . The Committee demanded 1n 

fact a new text in this sense . The opinion is general 
tho.t 
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LrS ::!- .,!io , 815 , June 18 , 5 p , m., from Paris , 

tho.t the Prilr.e }!inister, who is now before the Finance 

Committee to state his caso , will not consent to any 

such request . 

!t was expected that the Senate would meet to­

morrow afternoon at 3 :00 o t clock to start the deb ate 

but the press is now of the belief that in view of the 

fail~c of the Finance Comr.ittee and the Government 

305 

"~ c ·~c to o.n agreement on tho text of the bill it will 

t.r.ke a lon:;er time than was or•.g•.nally thought to 

r each a co:n!>romise , if indeed any compromi se can be 

r eached, It is now possible that the measure nay not 

be cleh~ted in t he Senate until early next vteek. 

BULLITT 

SllS : llGC 
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PARTIAL PAJW>BRASI or TELIGIWI RIOIIVED 

l'ROih 

DATE: 

Aller lou IIDbaasy, Parh, JrUloe 

June lS, 193?, 8 p.m. 

•o.; 818 

JROK OOOIIJWI. 

Paris exchange market was fairly atea4y this fore­

noon, at noon rrenoh control lowered fr011 110.90 to 

110.88, the price at which it would giYe aterling and 

the dseend therefor immediately increased. Rentea did 

not continue yeate\d&y1 s IPeotaoular riaa. 

This afternoon there was a ruaor that Rueff was to 

be displaced aa D1reotor of the MoY•et of Funda Seoiion 

of the K1nhtry of Finance. It waa said that no announce­

ment waa to be a&de until a auooeaaor might be found who 

would carry out instructions without trying to put aoroaa 

too many of hia om ideae. L&at well: KaxiiiiB Robert, prin­

cipal aaaietant director to Rueff , was replaced by a yo~ 

111811. who ia said to have the qual1f1oationa just mentioned. 

Riat and Baudoin, as I pr&Yiously reported, resisnecl fr011 

the Stabilisation FUnd O~Utea last Saturday. Should 

Rueff now ~aYe the QoYernment, of the original four 

appointee! to the COIIIlittee Labeyrie woulcl be the only one 

left. 

The Bank of J'r&DO<i tolcl M tbia atternoOD ln the 

strictest oonf1denoe that no gold l oaa will be 1hown on 

the June 17 atat ... nt, which 11 to be 11114e public OD June :M. 

I jolted 
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I jolted abou.t auoh a etataent, but they quickly a11ured 

11e that there -• no •trick•. They eaid that to date there 

had been a proti t froa the opera tiona of the fund, whioh 

together w1 th 1 reYaluatiCIIl1 of certain holdings obYiate4 the 

neceeaity of r.,..ealilag any lo88 by the fund. 

In IIY daily reports I haYs g1Yen you an aooount of 

the extent to which gold hae been drawn froa tbll Banlt the 

firet three daye of thia week. Thureday' e lou I a11 told 

was about half that of the day before. It ie probable that 

the loeeee tOday are heaYier than they were yesterday. 

A cloee and well-inforaed oontaot - who is not a J'renoh 

official - aeeured 11e two daye ago that no gold loee would 

be shown on the B&nlt' e etat•ent, and I said I oould not 

belleYe woh a thing. HoweYer he was oouvinoed t he 1n­

foraaticm wee oorreot which be had to the effect that the 

Sa.iet OoYerDlleDt had -de a•a1lable approx.iaataly one­

half billion france of gold to rranoe in thia till8 of 

8llergenoy. The Rueeian etory ie lent aoae oredenoe by 

the yague etat•ent about 1prof11ia1 aD4 •reYaluatton•. 

DD SIOTIOJ 00. 
BULLITT. 
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L?!S GRAY 

Paris 

Dated June 18, 1937 

Rec •d 5 :22 p • m. 
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Secretary of State , 

•;Jo.s!'l.ington . 

816, June 181 6 p . m. (SECTIOII TWO) 

Seno.te Finance Committee after yesterday's session 

publi~he~ a communique indico.ting that after having 

hear d t;1e Hinis ter of Fino.nce on the measure for full 

financial powers it had decided to request the Oovern­

n.cnt before going further, to present a bill limited to 

action aga~nst speculative abuse and against rro.ud . 

'Phc press this evening re?orts that Auriol has in 

r eply written a letter to President Ca111aux of the 

Senate Conmittee insisting upon the text of the bill ns 

voted by the Chamber (quoted in my 809, June 17, 4 p . 111} ~ 
The session of the Senate this afternoon oa s adjourned 

early because of death of former President Doumergue . 

It io possible that the committCle may get a report out 

to the Senate in time for the latter to begin debate 

thereon sometime Saturday . :Cftorts to,1ard compromise 

are beinG made this evening . 
This forenoon the Chamber adopted the full customs 

po•ers 
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t:.•s 2 - No , fll6, Jun<:l 18, 6 p , m., Soc . 2, from Paris , 

po17C·rs '.:Jill with tho amendment against e:'!change control , 

Press r eports Minister of Finance of the Netherlands 

has pe rmitted Netherl ands Bank upon application thereto 

to sive unrestricted exemption f rom the exportation pro­

hibition on gold coins and gol d bullion imposed Septem­

ber 26 , (END MESSAGE) 

BULL ITT 

CZD 

Regraded Uclassified



J~~e 18, 1937 

Af t er Cabinet today, the Attorney General and the 

Poetmaster General and HU,Jr conferred on the attached 

~n~ tho ?ostmaeter General wants a week on i t. 
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Tit. s; CRST.\!IT o• Tl~ TR!.A!- IBY 

USIU IIGt'Oii 

\OEt\ht~ and \~n opoo\ t o a~' 

7 . t'I . R.• 

You reoontl7 ourgeottd oonoldo ratlon bt ~lYon tho reo ppololoent ot 

1atoph olr eo Colheto~ or lattl'llal llnonuo a t 9 \, l'sul , . h noooto, and 

a ooardln,.lJ I he•• bed t ho ueual 1nnttl f'o\loa -~. 

·.olt ""' eppohhd or 1KIDallJ " ' Coll .. \or on ;.U(Uo\ 1 , l~S!I , om4 

nor1"od bot h In thAt oapecl\7 ond oa Do~~oratlc ~o tloaal C~tttt:en un t il 

~pt..,.bor :00, 19!'4, W'llen be rul("llt d u Colloci:>r t o dn ot o bh anU ra 

tlrne \o t~o dut l oo o r C~i\too.ao. r~ oontloue4 ID \blo pool tloa unt il 

1uno, 19~&. 1tnet R, Land7 ~~ oppol otod Collootor OD J uoo 1~ , 19~~. t o 

oucoood ~olr, ii!lo ondorM4 hi• tor t~ poal uoa. 

The lDnettpUion bet dleoloeod tbore •ea oo undorabn41os bo-on 

"'olr and I.Aftd7 t bot o\ 1t0a1t oortala u .. 1o \ be fut uro when , olt 4 .. 1 ro4 

roop;><>l o\:lent a o Collootor , Landy would reol r '' an4 •ke ~-11¥ ror ouob rt• 

~~~ointment. A .. ,,Ins ••• hold ot the bone ot v~. Adolpb er. .. r or 

3t. ?aol ln Uerob, 19!'!1, s t wblob \"lolf end Land)' , wltb othro, ••re praoont . 

l t '"'" ~t t llle M oUnr tb&t tho ~rrans•-•t • •tween ?olr on.4 Lend7 Wil l 

d l oou oood end t ho a~roe3ent entered Int o. Aooordlag t o tho otnteoont or 

Llondy , &fbr T.olf e n4 t he otbera b84 l ett t bo roooa, hr. Adolpb llrtMr 

lndloeto4 t o Landy tbet, ln Ylt• ot ~olt'o look or tun4o e nJ bl• coa­

oldo~ble otfloo oxpeo ooo, ~tbln• ahOQld bo dono t or bl•. Ko atoteo 

It "'"' n~o4 bot-n l!r. BJ'B!Im'&nd hi-lt tllat Lea4y •oul4 P'7 • Olt 

$7~,00 a aoa\b, rolloelnr. biG eppol nteont be di d Oftke AUOb pt~ft\1 tor 

8 1)er1 ad or one ya er beBIADl"f! July l, 19:0::1. l'hotootoUc ooplu ot \bo 

cbeoka In ,ueo\l oo art In the tllea •cd • olr &~Ito t hot be reoeiYO~ t c ... 

'!o ulntshe, ...,....,.r, t bot t booe wr.a ropr .. ento4 pe)'Mato to t bo IAao­

Of"'tt o .... .,.. l tD tuo<l , Kownor, nino or t ho c Aoeko wore <lo poe l\..S l a loll 

poraon•l bank aoooaet , aad , 00 tor •• oould be ttotrteloed, nll or t bo 

e lr)>enaee or the :n a-. de:oooratle ort l oo woro pn l <l r r aa tbo a:)lolol • ••"""' 

or aetlla, tbo \ro~wror. 

In Juno, 19~&, LandT and ~olt, wltb ot hlro, o«aln .. , at t he bane ot 

• .,. ~dolpb Bro•r end thoro dl.ouoaed tho ~ueotloo or Land)' reol r nlas Ia 

tn~or ot :'olt. Lend7 1u1ote4 bit undora-.n<li D!I bs 4 bolD '~!. ~. •:,~~: 

P'M1U o4 t o rouln •• Collae\or t or t va roou. ,\a hi bt4 • -

I l"-'147 on4 •olt bo\b ,._._ 

onl y about one year, be ro tuoo4 t o roo liD • Lend)' but 

thft t , , .. let-.r orrarod t o roturn , .. aeoo.oo r•••!:-: ~:~ lotor· 41 .. 

\ bi t otter ••• dool1aa 4. L&a47 t oatlrleo tu~~or ,: ottortd t o pe)' lola 

oenaln tanuon\181 and waltbl' oltlttn• of • :"'~ -•r .. would boYO 

t he ..,,. or tl!,l!OO, wlllolo ropre-to4 t ho ~.>0<111 ° 
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earu4 sa Collector fro. t hat U• to tiM a nd of \be two-11a r period, 

fl!ld t o return \ o htlll tlla $100,00 •blob be had p• l 4 'l;olf, Lan4:r eta\ .. 

tba t be elao ret'llaed tbla offer, 

Til• tn.,.atl ratlon aleo de~dope4 andanoe t hat oolt iuld reoe l"d 

nrtoua INJila ot aonay rroc applioante who. 1M an4orea4 for poa-ater­

tblpo 4url ag t ho yea r 19~3. ~olt aa .. r ta t h&\ all or tbeae oon\rlbutlona 

were ,.,.. ~'l ~olwatnr1l:r N>d 1Ml ntelna t hat t lla ,.,_nh were noad tor 

poU\\eel purpoeea IUid were no\ lnc- \ o bla pe ra01111 ll7o lie ete\ea 

t hat recorda e nd reoe lpta ware not alwa~a kapt and ad~lto t hat eo.a of 

t ile !'llne • ware 48J)oal tad lll bla peraonal beiU uaowa t, but •lntatna 

tbat m at or tile"' were deooot ted ln t ile bank oaoount of l!r , llatha u 

traaaurar and ware uaed t o pft7 a~enaeo or Wolf'• poltttcal ottloe • 

.. ltb ona noapU oa, tllaM alla«ed ottenaea ooourre4 1>0ra t be t brae 

yearo ·~ · and are, therefore, barred by \he s tatuto of L1Bdtot1oao t n 

ao t or aa t be appllcfttlon of low Ia ooncernad, 

Rowa"r• It is daflnltely 4etorwdned tlla\ Wolf did rooo-n1 Len4y 

t or llppolnt•nt ea Collector! that at tllet \IM t llare ..,. eo UDdaratand• 

tnr bo t•oan \ball tl:at L1111dy woald reltnqlll r h t ba office to ft olf at • ._. 

u ... In the t'llturo; nnd t'llrt her tllat LliD~ 414 po:r t o ~olt t he oua of 

$?!!.00 por .aot~tb tor a period ot - JOU• Tb• .. orr.., ... ore l n dlraot 

1'lolo \1on ot Saottona 14\l M4 lt'JO of \be l'lilted Statu Cr1111D8l Coda , 

• blob aeotlone probl'blt t l:.e pe,_nt or reoalpt of any IOODeyo 111 oonnaotloa 

with the re~n~atlon ror or oppolntaont t o e federal oftloa . rbo 

.. otlono noted s ro eet out I n full on the "ttaohad aheet. 

Obnouely • olt eannot be oonatdered t or eppolntaont •• Collootor1 

turtheraore, Lancl,y llbould be !JneUately re!'4o,..4 tr<11 t he poal\lon wblob 

be boldo, Tt 1o TJY rooo-ndlltlon tb&t t blo be done ""~ that all ot tba 

taota tn t h h O! .. be oubmlttad to t ho Attorney 1'-D• !'Olo 

/ a/ B, rAOROSII"ni.U1 , 1R. 

Sooret&1'7 or tba ·r-rouur:r 

April ~, 19:5'1 
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• ?a;r.nt. !lllU t or 1ntluenca oune4 In 
procurltl(; appo1nt1.,. pubUo ottl• proll1b1\a4. 
n ahall be Ulllawtul t o p&J or otter or pro.UM 
\o P'Q' ..,. ...., ot _,., or •111 otlloor \blllc or 
nl•, t o any peraoa, t11'2, or corporsUoa la 
ooaaldaration or tbe "" o r proa1• t o ue u.r 
l ntlueDCa, wllat110nar, t o proaw'e a111 appointhe 
attloe under tbe uo•e,...nt ot tbo Obl\84 S1atea 
t or MJ rea110n ahatiiOanr. (Dao. U , 19&6, c, !, 
SaoUOil 1 , '" Std. 918, ) • 

"Pa,.,.,.ta reHI'ft4 t or 111tl•n•• axorta4 1n 
ob\alnlns eppolntl•• publl o otfloe problb1ta4. 
I\ ahall be ulawtul to 110UoU or reMln trca 
aaroa• wbe tao&Yar, a1t ber •• • pollt1oal aoatr1bu• 
uoa, or t ol' pe~l a.ol-nt, a111 - of _., 
or tll1-e of •al•, "b&tiiO& .. r, 111 oooa1dara\loa ot 
t ho p?ODiM ot aup~ol'\, or "'" or lntluenct , or t or 
tba auppol'\ 01' l crluaaoa or \be P111"• lz> b e halt or 
tba ,.,...,. pa:ri.llf! the_.,, or ·all1 oU•r ,..._, 111 
ob1a1111111! ar .,olll\tft ottl• u4er \lloe Co-\ 
ot tbe tlalta4 aut••· (Dee. u, ltU, •• s, Soatloa •• 

'" Stat, 918.)• 
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Tr.e Honore hl c 
The Secrot ry of tJ r- Trc.rll!-\:.I'j t 

'·~ .... u!..n;:ton, D. C. 

p 
~TV ,-Oft ""-IYATil \Mil to AYOI.O 

PAY NCHT C. ~AOC tJttt 
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':laohington. 

::11 .31 J. 
June 19, 1 p .m. 

FOR T:t.::.".SURY ?1!0!,1 BUTTERWORTH • 

GRAY 

London 

Dnted June 19, 1937 

Rec ' d 9 : 15 c. . m. 

315 

Cit y continue s to cmc.it ne11S of political develop:"lents 

from P~ris but is inclined to b e lieve thc.t the frc.nc will 

ope n on l!ond c.y morning at the rorty- three millogrc.m level . 

Incide ntc.l.Jy this morning London pre ss cc.rrie s the follOI'Iing 

r eport ''the Dot~ -Jones Service l ecrns from W:tshington th::o. t t ho 

United ::: tc. tc~ i s apparently williOB to g ive t.:onsieu Bl\llll tw? 

type s or a id in the latter's effort to r epatriate French 

cc.nitc.l . !n the first instc.nco the Treasury i s prepared 

t o r c cor.one nd to Congre~s much he~.vier trucntion on foreign 

c c.pitc.l ; ~nd, secondly to help France in locating c.nd 

identifying :'::-ench funds in thO United States so that such 

fund o cc.t\ be t ~.xed by Frc.nco . •.rt.o l at ter proposc.l may be n 

fo1•erunncr of c. gene r c.l inter covornmen t nl e xch:mge of 

informntion on a lie n inve stments" . 

I ' Ja confide:'lt i nllY informed t hnt two bullion firlnll 

n::.mely wocctt:-. :md Goldschmidt , •.nc!. Johnson :-.nd I assey hc.v e 

c.gc.in decide d to cease shippinG gold to the Uoit~d Sta tes 

on t~~ir c~:. accounts since their r~presentotivos hnve just 
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JR ' JUne 19, l p . m. , f~m London fo r Treasury from 
Butterworth. 

316 

r eturned fl~m ~ r e cent visit to the United St a t e s where th~y 

gained t ho defi n i te impr ession th:lt the r eachi ng of the 

billion dollar l eve l in the sterilization account would 

occasion c recons i derction of America ' s attitude regarding 

gold. <.ther:: ;-:ho have heo.rd of tho decision of these rir:~s 

have boo:1 sow:mhnt affected by their point of v iew. 'i'ht'rrtore , 

if the billion mark is passed without considerntion, change 

or indic:-.t ion uf contemplated change it m:ty tend to augment 

oonfiC::.onco . 

!1 this gonero.l connection J: :ll1l sending by pos t three 

article~ ,lhich appeo.red in the •nr..:s of J une lG, 17 nnd 18 

on tho gol~ problem by Robert Brand, ~ Di r ector of the 

Bank of _;nglnn<!. ·:Lereo.s it co.nnot be sc i d th:lt t mse 

crticles reflect the British Government ' s cttitude, I h:lp-•r. 

to knon th.'\t they were discussed by Br a nd with both the 

"' " F!-e B"nk o f Englcmd bef· ·r e pub l ien tion . 
l r easury :-.n,~ ·•" ~ 

BIUGHAN 

wwc 
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·r orotnry of State , 

~·rnshington . 

::ll'EC UJ, GRAY 

Paris 

Dated June 19, 1937 

Ree 1d 9 :25a.m. 

619, June 19, 10 a •. m. ( SECTIOII ONE) . 

F;-:( •; OOCHRAN. 
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:'here is r eproduced h orew1th the text of a l etter 

in nc;lHh r e ceived today sinned Bachmann and Schn~el! 

o: th "·,nss National Btlnk and by Meyer, Chi ef of the 

"·•i • ;) )ll::'tment of Finance c.n:l Customs . 

11 :-':m•ich 17th June 1937 . i!r . Horace Merle Cochran, 

r1r~t 3ccretary of the Anerican ~bassy, Paris, for 

.. ::-ans:nJ.!I!I i.m to •:r ; l!orgonthau, Secr etary of the United 

wtates ' r·~asury, "lashingtcn . Dear Sir: 'ie beg to 

::- f er to the personal conversation nhich the first 

unC.ersir;ned h as been privileged t o have on the 12th 

an' 13th instant in Bnse 1 ·.11th !.lr . Horace Merle Cochran, 

~irst 3ccr3tary of tho American Embassy, Paris . 

Tn conne ction ther ewith we have the honor to give 

y:· i:' e.t;r ~e~nt with the !l111sa Department of F1ne.nces 

;. ·• ,_ ~gnr1 to th! dcclarntion made on october 19, 

! ~. :: =~~ Secretary of tho United States Treasury 

: ~llo--~~ 1nfor=ation . 
one 
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JR f/819 , June 19, 10 a ,m, (St:CTION ONE) from Paris . 

One , The Swiss National Bank adheres to its 

Po licy of foreign exchange by buying and selli ng gold 

and foreign exchanges according to its declarations 

in tho agreement of October 19, 1936 , 

(~ID SECTION ONE) . 

BULL ITT 
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Paris 

D~ted June 19, 1937 

Rec •d 9 : 35 a . m. 
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Secretary of ~t~.te , 

VI c-.sh5.1!~·to n. 

819, J\:no 19, 10 a , m, ( S.6CTIOH 'l'WO) , 

Two . c ·.:i n:; to the dependency of Swit?.erla nd upon 

tho forc i :;n r.:a:•kets of r m• me. t ori:- ls ~.nd f oodstuff -md t c 

th;: GI' :-.t ~-=>' nt; of short tern foNit;n debts of the country 

the ::;- is= r~.ti:>"l:-. 1 B:-.nk deems it necessary at the present 

time to di:l !" O:>':l of ::-. fund of fore ign exchr.nges of the 

equiv('.lon'• of :::bout 500, 000, 000 fr:mcs in order to mee t n t 

rny tin:e "-ll th~ engagements ro uul tint; the refrom. 

Three , f;<}corc1 int;; to its statement of June 15, 1937 , 

the (l·.tiS!l l:at i ;.n:-.1 B:lr.k possesses g old for 2, 524, 000, 000 

fr:.nc o, i , c , :-.b:.ut 550 francs per he:\t' of the p opul ation ~.n<i 

f or eign e~ch:::nGOS for 20, 000, 000 fr:::ncs . 

The eql:.alizntion fund eonsicted on th:-.t' day of 117, 000, 00tl 

fr: nco i n ~old, 412 , 000, 000 f r:-.ncs ~n foreign e xchanges 

17 ,ooo,ooo fr('.ncs in othe r b~ lc.nces . 

Theref ore, it would be nooosrJo.ry t o c onvert in the 

cominG woel:s some furthe r 120, 000, 000 fr~.ncs of gold in 

fore i gn e xchanges , 

Fc .. ur , The gold which hc.s f lown to the b:-.nk from the 

disho:::r~in~ in our own country h:::s successively been sold 

by us on the f ree gold market in London ~nd the foreign 
b~.l::.nces 
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JR //819, Jl.:lle 19, 10 o. ,m, (SECTIOII TWO) t rom Paris , 

balances thus obtnined ~~ve been utilized to meet t he 

current demcnds of foreign exchanges . 

1'/e intend to proceed likewise in the future . 

Believe us to be dear sir, yours very truly, Banque 

Nationale Suisse . (signed) G. Bachmann, (signed) Schn¥der , 

Eidg ( ?) , Fi n:lnz,.u. Zoll Depo.rtement . (signed Meyer)" . ' 

(~~"' ·~"'"A"~) 4'.&'\U • t .... J \JA • • 

KLP :HPD 

BUT..LITJ.' 
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FS GRAY 

Parts 

DatEd .Tune 19, 1':>37 

Secretary of StatE, 

· :asm.ngtan . 

REc ' d 

020, .r·:.nE 10, noon, (SECTICl; Ol!E) , 

FaOi~ CCC::RA!~ • 

9 :45 a. m. 

1-'in.:-.nc £ Cntt-1! tt££ yE'ltErdny by 10 votes to 6 ni th 

10 o:oJnC En.;• •.ms ·.grEEd to suhst~.tut£ t.:'\E following t e;:t 

for t __ t: prujtc t E.<lopted by tll£ Cllllr.1b~.- on .TunE 15, 

11 Proje:ct of law dtsisnecl to pro•;j_dE ';ilE governmr.nt 

with n~c E:J "·'Y.'Y powErs to chEck specu1nti v~: manE'.lVEl''' l:i.lctly 

to tndan.:;r.:.• sav~ngs, thE currency and public c.-edit , 

Sol£ il:'ticJ.E, ::>ul'' ~ tlx o1'<i1na:-y session of 1937 

3n d o.t tnE :WtE3t until July 31 , 19371 thE GovErnmEnt is 

al!th<>r!zEd t o tal~£ by decrns 1 d tcidEd uJ)On in Counci l 

of llin~. stE!'s , mEasurEs intendEd dirEctly ani ExclusivEly to 

::'ore: stall en<". to repress spEcu1ati ve nanEUVErs 1iltE1Y to 

tndo.ngtr scVings , thE currtncy an:l p.tblic crEdit , 

This aut hortza t5.on expressly u:cludEs : 

(OnE) Any tn£aaure:s 1nt£n:l£d to establish EJ:chang£ 

control and notablY to ESto.blish tariff ratEs or 

BUILITT 
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SEcrEtary of StatE , 

l'lashil'.<)ton. 

GRAY 

Paris 

DatEd JunE 19, 1937 , 

REc 1d , 11:30 a ,m, 

t.:~O, r, mE 19 , noon (SEC '!'I OH T\10) 

322 

custo~1s P•'Ohibi tiona appl5.cabl£ to cl.l:'rEnciE s, ban.lc notEs 

and D£C'.\\ri ·i;~.Es; to prohibit, to limit, to control or to 

su~p!:nC. s~·::tlEmEnts in Franc£ i11 forzign ;urr£nciEs or in 

gold and genErally spEaking all transfErs of capite.l i n 

FrEnch or forEign movablE sEcuritiEs , madE for any purposE 

whatEvEr bEtvtEEn FrancE and forEign countriEs EXCEpt as 

conc Erno t~£ functioning ar Existing clEaring arrangEmEnts ; 

to pro~bit, to limit , to control or to suspEnd dEalins s 

in and frEE quotations of forEign currEnciEs on French 

tErritory, as wEll as t h£ frEE disposal by moral or 

physical ,Ersons of forEign or FrEnch sEcuritiEs, whEthEr or 

not thE~E sEcuritiEs carry £xc'~ne:E guar antEE or EXchangE 

option; 

~10, Any mEasurEs 1nodifyill8 thE pari t y of thE franc as 

dEtErcinEd by thE monEtary lan of OctobEr 1, 1936. 
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820 fror.l Pal'is - SEction two. 

Ti~'EE o Any mEasurEs intEndEd to imposE new Ex­

pEnditurES on thE statE on oollEctivitiEs or on public 

bodiEs, t o crEatE nEw posts or nEw public 3ErvicEs or 

esta~li~~Ents; to bind thE statE or a public Establiahment 

~urough nationalization, participation ar guarantEE in casE3 

not provid Ed for by Existing 

( M S3CTI Oll ':'·.m) 

BT!LLITT 

IWIC : ~:PD 
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~ocre tnry of St~te , 

''!a~ h inG t on , 

GRAY 

Paris 

Dated June 191 19~7 

Rec •d 9 : 50 a , m, 

3t4 

820, J:me 19, noon , ( S:C:CTIOII THREE) . 

l ogisl::. t ion. 

Fo;u- . : .• :y £::.lasures constitutco a forced l oan, forced 

consoli nt~~n ,~forced oonvercion : f the public debt or of 

privat C.cb~::; . 

Five. : .n;- measures intended to modi fy laws and 

couvention: ur.ich g ove rn. the r elations between the ~t':l~o 

and tho l)t·.n:: or :~l"ance . 

Tho .:ocrees issued in o.pplicntion of the present 1ar1 

will b e ~-ubliohed i n the Journal Official a-,d submitted for the 

r atifico.tion c f the Chambers U'ithin three days . These decree ~ 

••ill ceJ.se. to havE executive force after the expiration of 

one datJ.n~; fr •. u the ir publica tion if the decision of 

ro.t1f i oal.i-:>n h~ s not been taken bef ore this date" . 

Para..,ra.>h n\llllbered one abovo reproc\uces the essential 

provi~iono of Art i cle 
one- a of the full !JOWer s of the 

bill aimrov:Jct by t h e Chambe r ycat or clay . The tex t was 

embodiec: in tho Emb assy ' s de spatch No , 710 of June 8, 19~7 . 

It •:1ill be r ecalled in connection l'lith par agraph five 

above ~uotc.: ~:Ul t article throe of t he agreement of 

Septc::~bcr 25, 1936 between the l'inister of Finance and 

the Bi\:'lk of r:•anoe provides as follows : 
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A portion of this telegram 
must be close ly paraphr ased 
before bcill{; communicated 
to anyone . ( C ) 

~ocretnry cf ~tate 

'.'lo.shincton. 

Paris 

Dated June 19, ~937 

Rec 1 d 1 :27 p . m. 

325 

820, June 19, ne-on ( SE<.,'T !Oil POUR) • 

(GRAY I "thn ~ro~e2ds of the complementary revaluation , which 

may talco ' l&cc later in consequence of t he fixing of the 

new .·;old c?nte.~t of t he franc shall be al lo t t ed to the 

Governmen t i n cvnditions to ~e s pecified in a later a:lree­

mcnt . 

The sa:~.d !_)rocecds tonether 11ith the pl'Oceeds of t he 

liquidation o f the exchange stabilization fund may not be 

, a~ ro~ri~ted otherwise than for the redemption of the 

national d ebt" . 

There has thus developed a clear- cut diff erence between 

the t;e>vernment w!1ich insiSts upon at least as full financial 

powero o.s the .Jbarnber voted it o.nd the Senat e Finance Com­

Jaitteo \1hich d.;osire s to restrict such powers . Debate in 

Senate will come this afte rnoon . Gover nme n t apparently 

intent' s to fo!'CO deciSion on special powers quest ion lllfore 

! ondny . 
Press 
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Preaa reperta that Senate Finance Co.mittee yeaterday 

studied leiter of reaignatioa of Riat and. Baudo1Jl. I b&Ye 

been ~oraecl by fritllda that 1 t waa reported the -bera 

of the Co.mittee agreed to deatroy the letter and not di­

vulge its oontente. Rumor h already leading t o aurmiaea 

as to allegedly improper operationa in Treasury securities 

which the GoYeraaent sought to impoae upon the Stabiliza­

t ion FUnd. How..,er at present I cannot ocnfira an,y of 

t hia. 

Today the press baa a report froa Jew York that the 

American Treaaury will aid rranoe through taxing foreisn 

hol41Jlgs in the United States, and through g1Ying informa­

tion regarding rrenoh tunda on the American market to 

the French GoYernaent . 

Tod&J there ia a ruaor current that Rueff h not only 

being disaiased free the KoYeaent of J'unda Beoticm, but 

he will either .be g1Ten a llinor poaition in the Koroooan 

Bank or completely •reToked1 as a publio official. 

At 13: 30 tod&J I .bad a talk 11'1 th the Banlt of France. 

Yesterday the rrenoh ocmtrol .bad a fairly h•YY day. Today 

the control ia aupport1Jlg the trano through British control 

at London wi th aarkets oloae4. 

Reference 1a •de. to telesru Jo. 3811 of June 18, 1 p.a., 

!rca the Department. on Sunday morning at 10:30 I le&Te 

Paria for LoDdoD. I will atay at Cl&r14gea Hotel . On Sunday 

night I will aM BuUarwortll. It 1B •r hope that I ou 
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ar~ for 1Aten1 .. a aD4 file oablqra at LOD4al ill Uae 

t o oatq the ta o1 oloolt traia oa JfoDdar n.igbt. I e:q>eOt 

to reaoh Paria 'l'uead&r aoraiDc at alae o'oloolt. 

DD 810'1' IOlJS I' OUR AliD J'I 'flo 

DD USSAGI. 

IAt L11 

BULLit'l'. 
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DEPARTMENT OF STATE 

WASHINGTON 

.JUDe 31, 19:57. 

Jly dear lllr • Secretary: 

I enclose for your 1nforaat1on a copy of 

telegraa •o. 824 of .June 31, 1937, 11 a.a., !rca 

the Aaer1c&n Eab&sey, Paris, t ran..ttt1ng a pol1t1o&l 

report, 

!nolosu.re: 
rroa par1e, •o. 834. 

The Honorable 

Sincerely yours, 

Henry llorgentb&u, .Jr. • 

secretary of the Treasury • 

washington, D. o. 

3~8 
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Secretary of State , 

"lnshin::; ton. 

num. 

824, June 21 , 11 a .m. 

?o.ris 

Da t ed June 21, 1937 

nec ' d 9:25 a . m. 

The Blum Government f ell at 2:30 this morning, 

foll017in:; a l engthy conference o.t the Hotel &<tignon 

329 

between the .')olitical lenders and the Prime J:inister . The 

Cnbine t then ucnt dir<!ctly to the I:lysee Palace and t endered 

ito r eoi gnnt ioj to President Lebrun . 

Tllc Senat e met at 10 o ' clocl: l as t night and f ollowing 

''· heate t" debate rejecte~ the compromise t ext < f t he 

rcprcnont~tives of the Left parties by a vote of 168 to 96 . 

It th~n c~o~t~~ b y 198 votes to 82 the t ext which bad been 

r evised. by its :>i ne.nco Co~~r:~i ttee cur~ the dey. The Pr imo 

"inist(;r inte rvened in the debate in a passionate appeal 

for t:1e passa_;c of t he com!)roml SO text . Hi s intervention 

hol'le vo r only o.:;.peared to sti ffe:l the r e sistance of the 

Sunnto . CaiJ.l;-.ux , President of the ? inance Commission , 

i n 11 ccmst ic re >l Y r acnlled the Senate ' s constant desire 

to collnbc.rct :> with the l'opulnr Front Gover nmen t . He 

f e lt th:lt t ile Oove rnment had deceived the Senate when 

it had deval ued the franc after a promi se thnt there 

woul d be no devaluation . 
He cr iticised the 

o.pplica t1on 
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JR ~824 , June 21, 11 a . m., from Paris . 

applicat i on of the f orty hour week a social reform which 

the Government had also premised to apply gradually and 

no t. ribi dly ~s ha~ been done . 

330 

The Genat~ t han adjourned end the Cabi net members 

proceeded t 0 the Hotel Matignon from whera the Government ' s 

resignation ucs announced at 3 o ' clock this morning by 

Campinchi , head of the Radical Socialist Par liamentary 

grcur: . 
Cl::>.utemps has no·.v accerted the l!lllndate of attempting 

t? form ~- ('cverr>..ment and consultations are in progress . It 

J.G doubtful tlhether anything very definit e will be knolfn 

bofoi'C t ho ('.ftcrnoon . It is probable that the new gove:rnme~t 

1•ill still be based on c. popul al' Front majority and that 

ocvornl 1neL1be:;:os of the lact Cabinet including Blum •.•ill be 

include . therein. 

BULL IT'!' 

I:PD 
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Secretary of State 

';/ashington . 

GRAY 

Paris 

Dat ed June 21, 1937 

Roc 1 d 3 p . m. 

828, June 21, 6 p . m, ( Si:CTIO!l ONE) . 

1'0R THD TREASURY. 

r::.:wparative calm prevailed on the exchange market 

today ar.d t r ansactions were not on a large scal e . The 

exchanc;e fund held starling at 110 . 89 and we ar o told 

by our marke t contact t hat tho fund probably yiel ded 

about half a mi l l ion pounds , The doll ar is quoted at 

around : 2 . 44 . 

331 

The secur i t y market was irregular . After showing 

aome strength at t he opening r entes lost from 25 centimes 

to 1 franc . 

Tho forward r ate for one month ster ling strengthened 

to 3t and t he t hree month rate to st 
BULL ITT 

CSB 
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JR GRAY 

Pr.ris 

Dated June 2 1 , 1937 

Roc •d 3 : 05 p .m. 

Soorotnry of St a t e , 

''!o.thinGtvn . 

628, J une 2 1 , 6 p .m. (SECTION T''lO) . 

':'he t~::t of t he Bill of the !;•Mate Fi n9.nce Committee 

tran"llit t:-C: in ~olegr~m tlo . 820, Juno 19 , noon , \7C.S adopted 

by t h. S::,-_" t~ -:>a Saturc'.ny al't or noc n by 238 votes to 52 . 

i:o,, .;vo r l a';e r i n the sc.me day t h e Chnrnber r e j ected the 

Senate d'lC~~ion c.nd by 346 vo tes t o 248 confi rmed i t s 

nppr ovr.l <.>f t h e t e x t vo t ed by i t on June 15 . 

A com;'romi se text worked out by tho del egation of t he 

Lef t parti e s ::tn d a c ce pted by the Government >1as presented 

to t he ::;onc.t e :'inanco Commi ttee ye ster dny =rning . This 

compronu ::~e t e:o:t contc.ined c e rtain res trictions of the 

full ponc=s dc=andec by t ho Govc~ent . I t e xc ludes 

devaluation , c.::>mpul sory conve r r .. or. :m d e xchange con t r o l 

(as d i d ',;he to::'.; votocl by tho Ch~11b0r on J une 1 5 ) . Hot'levor 

i t e lse e;:c ludcd ::.ny incren:~o i n numbers of gove rnme n t 

e>ntpl oycos , c o:n,ml sor y consolidations nnd customs cha rges on 

fore i gn securi ties nt~d r equisition of securi ties . Nevorthol oos 

thio ~id net s ntis fY 

BULL I?!' 

lii'D 
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Secrotnry of Stntc, 

Wnsh:J.nGton. 

GRAY 

Pnris 

Dntcd June 21, 1937 

nec 1d 3 : 20 p . m. 

828 . June 21, 6 p .m. (S~CTION THREE) . 

333 

tho Senate Finance Committee r~hich held that under the text 

c: it ~tt :•' t.hc Governrnc~t could cons ider itself nuthorizod 

to mo~ti!'y th: r~L:ttions between t ho Senate o.nd the B.:-nk of 

Fr::tnco :Oc- t rocce-' to compuloory lonn issues o.ncl to make 

orof<•Ua··l tr..tnsfor mutions in tho economic regime of the country . 

Tho :_o.1c.tc F inance Committctl therefore amended the 

comoromisc te;:t in such a way c.s t o axclude the Gove rnment 

from oprylyinc customs duties or prohibitions to gold and 

from r estricting free dealings in gold and in French or 

foNign sect~ritics e ither botnoon Fr::tnce and fo reign 

countr1es or ·.1ithin Fronce itse lf . Furthermore a p rovision 

w::.o ineluc1.~ r: t o pr e vent th3 Government from modifying the 

l:Wis end conventions •·1hich r ogulat.l i t s relations rlith t ho 

Bonk of 1•r~.nce . Thus o.mendecl the bill came b ef ore the 

!lonnto in the e venin 3 when the rc :>ortor of the Senate Finance 

Cc-mm1tteo cr-n t ndc-1. that tho prcjoct left the Government 

with l nrgo : c:>:~ ibilities of action and at t he so.me time 

accorded ~i~h the imperious rights of Pnrli~cnt. 

CSB 
BULL ITT 
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Secretary of State 

',laahington. 

GRAY 

Paris 

Dat ed June 21, 193? 

Rec ' d 3:30 p . m, 

828, June 21, 6 p . m. (SECTIOt' FOUR ) 

334 1 

A•riol refused to accept the Mtendments . He contended 

that if tl.e "sixty billion f r ancs" of French capi t al sent 

a~rocC. wt.s 1.m·e~ted in Frenci1 securitie s and returned t o 

tho f-rench market the f inanclal problems of the Government 

woulC: be solved. He begged the Senate to believe that he 

ho.d done hi s duty under ver y difficult cucumstances . He 

recalled that from the beginning he had sought international 

collabor a tion and he was proud that he had negotiated and 

signed the triparhte agree!'lent "which was well thought of 

by all o.nd regarded as "the possible germ of useful collab­

oration in the international eomain" . After briefly sur­

voyl ng the difficultie s onco•mtered by him the llinl.ster 

bitt erly cor;plal.ned "that ho nad recently been abandoned 

nnder painful circumstances by mon whose duty was to resist 

ant. to c' efend t hemselves as well as the Goverment " . As far 

93 he 1nnsel f was concerned "he could not r esign himsolf to 

being reduced to impotence w'1on it was necessary to fight" or 

to be obl1ged to betray ideas which it was 
BULLITT 

H!"D 
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Secretary of State 

'VashinGtcn . 

GRAY 

Paris 

Da ted J une 21, 1937 

Hec 1 d 4 :17 p , m. 

826, J\me 21 1 G p , rn . (~E\:TIO!I '>IVE) 

3J5 

his uuty to <.'.c·~er , The Senate could ask anything of him, 

he co clu·~~ . e - copt that . 

:.ftcX' " h e had p leaded for the ~.doption of the com­

r romioe t c;:t ~:~·1 after the intervent ion of ::aillaux the 

compl'Omise t c:<t 1"/aS rejected by the Senate by 168 vote s 

to 96 , The Gppor House than adopted the te:<t as amended 

by i t s Pl.ncEce ';onunittee, by 190 vote s to 82 , At midnight 

the sittinG 11as s u s pende d to 1:30 this morning , •"Jhon the 

};ous e re:lsse:\lbled the C.'hairman :mpounced toot he had 

received c ~essave from tho Covernment that it had decided 

"not to ·mrsue the discussion of the financial pro joct" and 

thereupon the iJenate c1ec i dod to ~. jcurn sine die . (El!D 

ll:SSA' E) 
nULL ITT 

CSB 
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DEPARTMENT OF STATE 

WASHINGTON 

June 21, 1937. 

11.1 dear llr . secretary: 

I enclose tor your information one copy of 

each of the following telegraaa fro• the American 

Dlbaasy, Paris, reporting on the bill for full powera 

in financial aattera which is now before the French 

Gov er1111en t; 

J o, 831 of June 19, 1937 , 3 P·•· 

Bo. 832 of June ao, 1937, noon. 

Partial paraphrase of 10. 823 of June 20 , 
1937, 7 P••· 

-
Enclosures: 

.t.s listed. 

The Honorable 

Sincerely yours, 

Henry Korgentbau, Jr . , 

Secretary of the Treasury. 

3J 6 
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'3~~ , .!:•nE 20., 7 p . m. 

Po.r1o 

Dated Junt 20, 19J7 

Rcc'd 5 :18 p . m. 

:t~fc :•cncc on!> 822, JunE 20, noo:~ . 

'x' •i o ems bEEn o. day of fevtrioll nEgo t iations among 

t hE r.l~Jj,'i;<. c al g••oups and parliamen t S":{ CO::.U:titt<Es , 

T~E 4' C_:)l ... £3t!ntatiVES of tllE LE f t srou·:>a in thE 

Cho.mi)Er tlr. ~ morni~ draftEd a compron1a• t Ext for 

the full po~1Era bill. ThE Smo.te whi ch nas to mEEt at 

3 : 00 o 1 cloc!: postponEd its M£Eti~ until 6 :00 d clock 

t o give t <_.,c for furthEr cono.id rrat1 on by its Finance 

Commi',;t cc an•• by the GovErl'ILIEn t . We riErE told Early 

in t!'u: a t ';;crnoon by a mEmb El• of t hE Cabinet that agrEe­

mEnt \'Ia:; i n sight . 

:iowcv c•• , nn1 difficultiEs arosE and thE SEnatE 1 s 

a cssion ··a s again bE En postponEd, this tim£ until 

9 : 30 ton~. -;:.~t • 

El:D IJ_' SEC'n OH ONE 

B1JLLITT 

337 
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P.utu'HRASJ: OJ' SJ:OTIO. TYO or T.ILJ:GR.Ul 10. 83S 
of June 30, 1937, fr011 the Allerican llllb&eey, parte. 

J. pereon cl oee t o the Pr1• lllinieter baa just tol4 ue 

that Blu. will not agree to any text which wil l r eetrict 

the use of full powers beyODd t he 11a1tatione which the 

Obaaber inMr t e4 in the bill i t voted. J. change in pbraee­

ology would be acceptable , but not a change in 8\lbetanca . 

The Senate, it was added, (and particularly the Radical 

Socialiet aeabere thereof ) 1s &bowing eigne of apprebene1on 

over the s i tuation t he fall of the present Governaent might 

involve, ouch ae a general strike. We have been intoraed 

that the question of confidence will not be put before 

the Senate by Blum because be contends t hat the Chamber of 

Deputiee has given the Goverlllllent its vote of approval, 

and that eince the people directly elect the ••bers to 

the Chamber, they are the only body before whoa the queetion 

of confidence can be raised. It i s still doubtful aa to 

what the outcaae of the ielllle wil.l be. 

END or KJ:SSAGJ:. 

BULLITT. 
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Paris 

Dated June 19 , 1937 

Pec •d 1:32 p , m, 

333 

Secre tary of ;t~te 

''In shin:; ton , 

C21, J\mo 19 , 3 p . m, 

;_bn''''"" ' S <315, June 1f , 5 p . m. 

Tt.vo ·- ·ru:1+.3 in the situation :tro as f ollows: 

Y~ste.dn1 ~he Senate Finance ~o~nittee after r eceiving 

a l ottor :''t' 'm the 1.\inistor of Jo'inanco declininG to set forth 

the e::nct : \.'.l' .;,~o s for which tho 1\'l.L powers would be used, 

pro)ln::-ed :'.l:ci a - ,pted by a vote of 10 te> 6 o. bill limitill{l 

the c xorc:!.ao o::: full powers e:tc!usiv·J)y to measures against 

~peculation , and ~xpressly excluding by detailed provisions 

t h e S L ttin& u;;> of exchnn<:;e control C:evaluation, forced con·· 

version, .. r ~-~ · modification in oxi,ting arrangements betl'loen 

the ~.tnto :m<l the Banlt of France . This text reveals 1 as 

l t 1•a:'J Clon::t l ess in tended to do , entire lack of confidence 

1n t l.e Gc,·Jernment . I n vie VI of tho a doption of the f oresc•inc 

text Fl v-'1 who ;1:1d been expeotoC' t o appear before the Finance 

Committee }~sterday afternoon diG not aPpear . 

;, f\u•ther development of interest was t he adoption by 

tbe ~hamber 
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RB - 2-#821 , June 19, 3 p , m, from Paris 

tho Cho.mbor of an amendment t o the bill reque s ting full 

poviOl'S in customs du t i e s which repeats verbatim many of 

the restrictive c l auses of the above mentioned b ~ll of 

the Senate ~ir~nce Committ ee , The ~adical Socialist 

de~uties voted for this amendment , whil e the Socialist and 

Communist ce~uties voted aco.in~t it , 

ihe r.sc~ssion in the Senate is scheduled t o begin o.t 

4 o 1 u, '-'"1c ~l::Ls :'.ftemoon. It seems to be generally be lievcd 

that El\1111 ;;ill not r aise the question of conf idence nnCI. 

that t.ho ·;unc>.~c \7ill adopt the \Jill ::-::oopo~ed by its F1no.nce 

r:o.nmit tee , T;,.., d iscussion s woulc th&n revert t<' t he Chrunb&r 

o.t the i r sc3sion to he held to-night . 

The Cc.verr.r.1ent a:-!)ears to be ?re~sing for an ear l y 

~ocision &nd it is said that Blum bas let it be known that 

if full po;•ers are not voted by, r:onday mo r ning in a form 

acceptable to the Government , t~e Government woul d no lon~er 

to.lte tho t'C'SJ::>onsibility of remninin::; in office , 

DOLLlTT 

DDl1 

\'f~C 
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Secr etary of Stat e 

~lashinston 

822, June 20 , noon • 

341 

PARIS 

Dated June 20, 1937 

Received 9 : 10 a .m. 

.'he Senat e met yesterday afternoon and af ter a heated 

debat~ in <lh i.:.h the Prime Minister i ntervened adopted by 

238 votes t o 58 a modif ied bill •.Thich rejects the Govern" 

ment •s dl'mand for pl enary powers t o deal with the financi al 

crisis . Tho C.cnate bill l imits the powers of the Government 

to measures o~clusively and directly designed to suppress 

speculation a~d f i scal fraud . It also bans all forms of 

e~changP control and inflation and embodies a s eries of other 

specifi c pro~i~itions . 

The Cl::SJJ:':ler then met last ni ght at 10 o'tlock and 

completely disregarding the Senate ' s modified bill proceeded 

to pass by 346 votes to 248 the o ri~inal version of its 

plenary :)o•.1ers bill which it had o.doJ?ted last Vlednesday and 

which the Senate had in turn i gnored. 
The Senate met this morning and its Finance Commission 

is now occupied in a pro ro~ e~amination of the uoaecepta" 

ble Ch&I:lber bill and also of a "com?romise• bill submitted 
by 
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EDA - 2 - # 522, June 20, noon from Paris 

by Chautemps . Blum and Auriol are to appear before the 

Senate Finance Commission this morning. The Senate will 

then reconvene at three o' clock this afternoon and i f a 

compromise is reached which now appears doubtful the 

Chamber will again meet at si~ o ' clock this afternoon. 

BULLI'l'T 

EMB : !IF'L 
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Secretary of State , 

'.'J r.alt..inc ton . 

396 , June 21 , 7 p . m. 

FRO' COCH:lAN , 

343 

GRAY 

London 

Dated June 21, 1937 

Rec ' d 3 : :35 p . m. 

~d'crr::.ng to Dapartmont • a 28;) , J'me 18, 1 p .m • 

.1\rrivo•: Lo:1don Sundc.y evening :md. discussed visit 

with Atbert"Jn ::.,,d Buttel"'lorth shortin.3 them above mentioned 

instructic.n . 

! ,·;en'.: to tho B:mk of England at 11 Nonday morning 

tho hour '1over tnr Norman had filmd, He told rno that h e 

had asked .• ir :>roderick Philipps to come to the bc.nk to 

lunch u ith ~s . He sa1d he would not partieipata in my 

tr.llcs with " bilipps . I r a isod the question as to Butter11orth 

joininb u s . Until Philipps arrived the Governor chatted with 

me ovar c; u o stj.c:-ts r1hi ch TIC ho.c' discussed at Basel a week 

nco but he ~.c::dod nothing to aupplement his statements nhich 

l have already reported. 

?hilip"s c ::unc to the bank en hour b efore l unch time . 

I c xr>lc.incd thc t I wes hero officially nod cooperating with 

our timbc.ssy . Tie sc.id he first desired to ask me some 

question:: ab~ut France on r1h1ch subject he presumc:1 the 
:::=bnssy 
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JR #306 , June 21 , 7 p . m. , from ondon . 

Embassy horc coul d not contribute . \Ve hr.d r eceived v1ord 

ot tho fr.l l of t h e Blum Government and e xchanged ideas as 

to >lha . nli cht f:>llo•n . I told l'hilippa in reply to his 

C(uc sticn that the French had not r.:Jproached us for 

financinl ol' monetary advice . Ile asked i f they nere 

secki~ nn nrrangcoont nith us t o Give reciprocal 

l nfor .. t~.ti"-~ in l'f>gard to 1nvc st:10nts on our respcct1vc 

mnrk~r.= . I tel ' h~ the French h=~ mcntionee thls to me 

a.t'tc r the ai[;nin:; of their agroemor.t ·tith Sweden b\•t thr.t 

nothin; had ao i'~r come of it . He s a i d that it 11nuld be 

oontrr..ry to c st""lblish<.ld British r olicy for them to give 

France thi a typ~ of agreement . I said that I t hought an 

acrecmont on cur part wi th r'ranco ·.~ould not assur" the ·. 

r <: turn or Prench tunC:s from tho · nitod States to Fra.\cc so 

lon.:; ~s ~?r::.ncc can conswmnnte no o.rrangements- '71th such 

countr i e s .;,,- crcat Bt•itcin, S~titzcrland , the Nctherlo.nds 

o.nd Belgiur.t . 

!'hiliiJp:> is part1c:.~larly intoNated to see ho'.7 much 

gold the French will be \'tilling to lose in support of tho 

franc . 

P.t luncheon I mot a number of Bonk of Engl and officials 

~nd 4 th a no s•"nificant ' onve rso.tion . ACtor 
- f;UOSto bu... era ,., s .&.O 

lunch I tclc?hon~d Butterworth end he joined ?hil1ryps and 

mo . i hil~~~s bro~Sht up the gold quest ion . 
Be snid there 

seemed 
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JR C396, Juno 21 , 7 p . m., from London . 

seemed to bo developing tl'lo different vic~·1 s: ( 1) oomo 

pnoplo t hink no act ion l'lith respect t ·: gold should be 

considered before prices have rison further and times arc 

more prosperous ; (2) others think that the gold probl em 

must bn f~ced e ventually so it is preferable to hasten a 

sottlcmunt thereof l ost the uncertainty of tho situation 

r.;ta.rd economic recovery . Philip.~ :; favored the first vicn , 

i'hili1,:_. :~ thought thot llritioh r '>alize.tion or improved 

economi c conditionn should tonr to <" ir sipa te gold worries , 

He otlt .. •: nhetllor At.n~'lC :ln o!'.fioic.l s favored either of the 

above. vici7S , I coulu give only pcl'sono.l opinions since ! had 

no off icial i~ormation beyond tho public statements of tho 

President o.nd the Secretary of tho Treasury . ! d i d not sao 

our pr oocnt , rice situation calling for any imr.edio.te notion . 

I thou.;:~t there migllt be an increase in public comment on our 

gold stcriliz:>.tl.on policy now tho.t the fun<i b!ls pa~scd tho 

blllion Lt~.rk , Philipp:~ ' questions wore so posed o.s to 

revoo.l hi3 ho;:>o ! believe that l'le might not pr ecipitate 

notion , X found him loss concerned over the mat ter than I 

had found Norm.::.n at Basel . 

r mentionec\ to Philipps tho viel'l of Trip ns set forth 

in his nnn~l r c 9ort to the Netherlands Bank and ns shared 

somenhat by Franck and Bachmann on control of gold produc t ion , 

Philipps 
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Philippa docs no t belie v e control ·:1oul d be effec t i ve . He 

minimizes the early eff ect on !)reduction of a lowering of 

tho gv l t\ ) r i ce on tho ground that t:1e Sovi ets will continuo 

t o produce irre spective of tho ? rico and that South African 

and 00!:\C other :_'reducers would merely wor k higher grnde ores . 

Phili:-- s opposed any unilater::.l decision on gold. 

He tl"ou;ht th..: i'ino.ncittlly im,ort:m t countries should act 

in COI1Cert , in case notion is ever ,vcessary, lest their 

c xchc.nc;oo to \J.lJset . He sO. I'/ no roo son fo r drawi ng Russia 

into any d iscussions . Ho l•nid ho waD gl ad t o have h ad the 

tall< ·:lith Ilut t orwot•th and r..o o11,cc t:1o Chancel l or of t ho 

L;cchequor would be gc. tting £'.round to <.nswer i ng Secr etary 

!Jorgcntho.u' s no ssage . 

After l7;} had sai d goodby to t:~o Governor ~nd then 

~ro~p~d . hili~?s at tho Treasury, ButteFo7orth and I coThparcd 

no teo a 1<:) found that ne ither of us knew what messn!;e "as 

involved. 

Returni nG to Paris toniGht . 

BINGHAM 

CSB 
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In reply refer to 
FE 

CONFIDENTIAL 

DEPARTMENT OF STATE 

WASHINGTON 

June 21 , 1937 

The Secretary of State pr esents his compliments to 

t he Honorable the Secretary of the Treasury and, with 

reference to this Department's letter of June 10 , 19~7, 

347 

in regard to Chinese loan negotiations with Great Brita in, 

encloses, for the information of the Secretary of the 

Treasury , a copy of that portion of telegram No. ~94 of 

June 21 , 2 p .m. , rrom the American Ambassador at London, 

whioh relates to the subject under reference . 

Enclosure: 
From Embassy London 
No . 394, June 21, 2 p .m., 
in part. 

\ 
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Secretary of St~te , 

',lo.shill3ton, 

394, June 21, 2 p , m. 

London 

Dated June 21, 1937 

Rec •d 12: 34 p ,m, 

CadOG3n sent for me this oorning and handed me a 

348 

"ve~ c onfidential " mei!!Or nnd\un ro.:;o.r!iing Kung • s currency 

lonr . negotiat i ms here . Inas~M<.:l". ;-.s he is, according to the 

radi o bull eti.l, due t o arrive 1n .. luJnington in a fe\1 days 

I rum co.bl1n3 t ex t in full . 

"The Chi ne se Mini ster of r lnnnoe Dr. Kung, dur~.ng hio 

recent vioit t o England rniSed the <il.<estion of the :..ssuc 1n 

London of a currency loan t or Ch1no.. D1scussions in r egard 

to this - roposal are still i n an earl7 a•age but His 

><aj esty ' 3 Govct'lll!lent i n the United !\ingdom desire to intonr; 

( <>) cor.f:.i'en tially of t heir course os t hey are anxious th:.t 

i n mnttora of this k ind there ahould be clos e consultat ion 

be tween the r;overnments prinoipo.lly concerned. 

T11n , Hio Majesty' s Oovernmont; are di sposed to view 

Or , :-:ung 1
0 

_;>roposal w i th f avor provided that 1t forms part 

of a wo:l considered program f or mainta ining the stability 

of tho ~hineso curr ency and t or the e~ecution of a sound 

financial policy on the part of t he Chinese Government , 

They f ee l that the carrying out of such a programme is 
essent.ial 
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essential in the interests of Chinn and is to the advantage 

' · f nll countries vthich trade vtith China and intend to 

cooperate ~n her economic developments . 

'l.'hrec . In particular His Jlajes ty' s Government attc.ch 

importcnco tc the establishment in China of an independen t 

and non-~olitical central reservo ba~~ . The principles for 

the .:et ~in:· ""? :-~ a central reoerve bcnk have a lready been 

adoptee. by the ~hinese Government :ucl it is satisfactory to 

note th::.t Ur . ··.m3 has stated his intention of putting 

these p rinci;:J l os into practical effect without delay . In 

c iscussin:; the question of a currency loan it v1as mr.de clear 

to Dr. ~{ung that His Ma jesty ' s Oovernment rege.rd it as very 

important that satisfactory l egislation for a central 

raservo banl;: should be put into force as s or·n as possible 

and that it uould be essential t hat this step should have 

beoln tai,c:". before the iSsue of any currency loan . 

rour . ~:1e p rogramme envis::LGed nould of course include 

provisions ::.s to the disposal of t~e proceecs of a currency 

loan . The sterlin.:; l'lould be sold by the Chinese Government to 

the central reserve bank and vtoulcl <>e use d by the bank solely 

for foreign c::chango transactions in order t o maintain the 

stability of the Chinese currency. It woul d clenrly not be 

de sirable thct the Chinese do l lara t~us received by the 

Chinese covernrnent f rom the central r~sorve bank should be 

avai l able 
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~v~ilable for current budget expenditure and the progrnmme 

would provide that these dollars should be used by the 

Chinese Gov3rnment gradually over ~ period for the 

redemption of existing domestic bonds which would have 

the effect of improving tho credit of the Chinese Government 

in their onn internal market . It Tiould also be part of tho 

procrnm tb.::ct t::e Chinese Oovernr.1enl: should pursue a policy 

of b;cl:mc.c(1 brl.dget . 

Five . ~·rovided that a currency loan formed part of a 

well con sidered ~rogram on these lines His Ma jesty 's Govern­

mont fe l t that they could themselves view it r~ith favor 

and could hope that the proposal l?oul d be viewed sympathet i c­

ally by the Uni ted States Government and t he other govern­

ment s concerned . But it was mode clear to Dr . Kung that 

His ~ajcsty • s Oovernment could no t express any opinion as 

to nhethcr and on what terms a loan could be successfully 

issued ~a the London market and that this must depend on 

negotiations nith the financial institutions concerned. 

Six . Dr. Kung proposed that the loan should be 

secured on tho maritime customs r evenue in which connection 

His J!aje sty' s Covernment stated that theY would expect an 

assurance that the existing system of the narit~e customs 

'lould be continued . They here ero;?hasized the ~portance 
of the res~~tion of the r ecruitment of foreign personnel . 

Seven 
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So3ven , The d iscussions with the f ina ncial i nstitution s 

ce>ncernec'. arc s t ill at o.n eo.rly a t age and i t i s no t ye t 

clear t~hether t he Chi ne s e Ooverrunent wil l b e in o. position 

to offer securi ty t?hich the mo.rket r10u l d ::rego.r.d as adequate 

evon for ~. com:.>aratively small currency loan of s o.y not 

~oro t:~~ ~ound 10, 000, 000 to ~cuncs 20, 000, 000. ( If the 

total \1C~'a o.oro than pounds 10, 000, 000 only pounds 

lO, OOO, CO-:! .. ,,_~_:.; be issued i n tl:.o first instance) . 

Discus:Ji:-ns or. this point are undor~tcod t o be continuing . 

Bi ght . -:: :~-:>uld the so d iGcusDJ.ons be successfully 

concluded i t is unders t ood to be the desi re of Dr . 1:ung to 

13S\\e :l C\:.rret1c"· l oan in t h e autumn . I n t his c onnect ion 

tho question of the consortium ho.s of course t o be recallcG 

into a:::co\:.nt , his !J::>jesty ' s Gc.vern..,ent • rus t that they will 

shortly recei ve f rom the French c.nd. JaDS.nese Governm<>nt n, 

as they c:lvc o.lready recei ved !rom the United States 

Govornr .. cni: , :m inti~~~&tion tho.t they agr ee to negotiations 

batween the Groups r~r tho dis~olution of t he e~1 st1ng 
c-:>nsor tiUln by mutual consent . In that event 1t may be 

c xrec t ec th:lt the consortium •::ill h o.ve been d issolved b efore 

the A\\tULm .-.nd no quest i on of 11 formal decision by tho gr oup 

will be i nvolved; but i t would of course continue to be 

"aj e sty• a Gove~~ent to k eep in c lose 
t he policy of Hi s ~ 

touch or. tho r.:atter with the other t hree interested 
government s 
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government s . In the a1 ternet1 ve event of the consort1WII 

not hllving b een dissolved by the Autumn Hie Ke.JPsty' e 

Government trust that the United States Government would 

f1nd no d1f1'1cul ty 1n us1ng the1r influence w1 th the 

United States group tc secure the consent to the 1a1111e 

352 

1n London of a currency loan e.a part of e. well considered 

progrl!.l!l on the Unes descr1 bed above •. 

BINGHAM 
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i!nbject : 

TREASURY DEPARTMENT 

INTER OJri"'C& C:OMMUH IC.ATION 

Secretar~enthau 

Mr. He~ 

The Busine ss end Price Si t uetion, 
'.'ieek Ended June l S , 1937. 

Summary 

3!>3 

•••• June 21 , 1937 

. ?.ua~ness sent i:nent has been edv• r sely hffected t t ls 
.>.: by lscour~lng news on the s t r i ke s 1 tuo;; i on e.cco~­

•anied by r enewed decli nes in the stock e nd coco~ty rnar~ets . 
Th~> New York Times business i ndex hgs declined furt her 

t~ 107. 1 for the week ended June 12 , ns comn~red >.tth 107. S 
~~r t he lJl'evious 'week . (Sec Ch, rt 1.) It r e flects ,. g r ee t er 
thnn ae~so!'lnl decline in e u":; omobile or oduction, cotton mill 
oct l'l l~Y . CPrlnedlngs, ond power outl)ut, wh lch ere l)Prtly 
1ftaPt by Rn 1mprovem~nt ln the r ate of steel oper ?tl ons . 

Our exr>ectation of a reces~lon l n buaine ss befl nn1ng 
·, ·~ ~.,n~h 1s s t:-en!)thened by the oo:1t.1nuotlon of t he st .. e l 

• •! '· ~ , by o gr eeter "thnn sen sonr l decline in putomobi l e 
"'!'o 'l"t~ ' n for t he t hi r d succes sive wock, onoi b:t ~. furth~r 
• ·!tn- in buil ding construct i on . The f~vorable agricultural 
'utl 1?lt, on the otner be nd , £> nd n ~:o ll-ci:-int ~ined l evel ot' 
r~tftil ouyi ng, ~artlcularly i n rur £>1 n:-ens , pr ovide encourage-
1 n: r or the l onger-tero outl ook . 

Review of t he Week' s De~oo~ents 

The continua tion or t he s t eel s trike eope~rs t he mos t 
unf.ovor s> ol e develooment or the week. The strike sHu!ttlon 
1" "n unfavorable factor chiefly because the inabili tY of 
ou >iness men to see clearly how the pr esent l abor difflcul­
t.l <!G wlll be settled 1a tending to unset business conf i dence 
"llu i s caus ing a oostoonement of indus trial bu:fing. Fresh 
Jtrikea and threats of strikes 1n industries ,.,here the labor 
>robl em was thoUfht t o have bsen set tled aopear especinlly 

l sconoertlng . 
The steel end textile indus tries illustra te t he ef fect 

of or es cnt uncertaint i e s on new buyi ng. Sales of steel out 
or war ehouse s are declining fester then seasonally, according 
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to re~orte rron iron a nd steel j obber o , be c ause t oo much 
unclrt• l n ty ove r the industrlc l e nd labor outlook bas made 

,,;u:.o ra un 111111ng to buy. Ut>ch ine t ool makers el so r e'>Ort 
P lt>~~ o f new or ders r e cently due to unset:led conditions in 
1rnu!'c>cturlng centers . TextUe me rchPnts are sho\';lng concern 
?'I l ' ti~<3 strike s1 tuotion , since 1 t is e!'rectinc· thP novonent 
f t:v•lr .,oods . Increasin.., r nuuesta for def e rring of dellv­
rl•!! or ooos, it is r e'1ort ed , h~ve be••n f ound C.ue l.n nel'rly 
'1 c see to ~ s lUflp 1n busi neos ln s trike comn~,ities , ~ nd 

~., • f~ l in_ of u:tcert~ inty ove r . he l!' llOr outlook amonr; 
t•c:l nts ln l niiustrle l cen ters • 

• ~~ 1 10bll; ~reduction durin•· the c;.~r:-ent c-:e~l: h:ls s~. o-:n 
• . - ,. r :; ,~n seasone l 6ecllne for t.he :hlrd l':eek i n suc­

Sw1 on . :'his r.eelt 1 s 1no.ex o f 115 . 0 coo?ar e s r.l th r n "Ure 
o: l:'l. & for lest week . A strii:o i n c nlent. ~t>;:ln::: cylinder 

l C 'S :'Or the ::;;1evr.olet c pr rPS 11 n l rmor t ::ont fector. 

uildln cons truction nctLvl t1es 1n1t1a t eo. so fB r in 
J~"" • r s i no.ict>ted by current r P'>Or t s , show the Go~llest 

." L• '>V" r 193o or eny month tnls y~pr. Tne total for June, 
~n 'lr·o•qent n r osoects , s eems l ikely t o sho·:1 less t ;1an the 
1"' 1 r~~mt l ncree se ove r l~tst 'J!Jitr r ecor ded in ~iay . The 
ecllne ln r:1te of bei n W!IS firJt AO()oront in :larch , wh~n 

· t '''l 1 d t'J l o oerc ent PB co!lln:Jrecl \'li th 33 nercent J.n 
.. Lru "'Y · Sht'r'?lY rl sl.ns c::onst.ructlon costs, I'Jld los s of 
,.,,, 'i 'l.tce due t? .,;e:~e rE>l l11bor unce r tr i n tles e nd t he dr OI:l 
tn "curl ty ~rices a re blamed for the decline. 

Steel oo2rat.~.::ms accor<Un_; t ' tl e Dot">-Jones _1r.dex, r oac 
l ?o~nt to 7o n z r cen;;'of c l\_ec1t:; f')r 1-ilt: t-:eek enc.~d J~ne 1~, 
( . .. , r lt o f an 1ncreeseci l'(lte of ooet·atlons 1n J.naeoend-

' ~ ~ • U - ~teel 
en:. .,l•nts . (See Cb~ rt l.) New orders o. tne • " ' ~ . 
~'>I' :>"stlon for t h e wee k e nued June 10 CEde e ;ore favor nol e 

'•·in' r ecove r in"' to the level ~rpvcllln" be - ore thP. shf' l'P 
• , u ' 

slu•t > ln or ders of the o r e vlous two wee?.:s . 

Stock nr l ces declined to nel" l orts t hi s ~~ek , a s, the .. 
~f~ot. ~f an 1ncreesed voiune of sell in~ on.·~eb~t~~!et~~~~ 

•·nil the French mone t a ry cri P.l.s was 6exa!>b~ra1en -h~ J)~1:·-Jones 
n ·• '?f the mar ket . An uoturn. of ooin 6 ,nr~~ent inter-
lr. ustrit-1 a veraGe follo~;lng tne news of. Go~~ the market 
V"J.tton in t he steel s tl'ike t 'lstl.f'l e<\ bo .. h of the l •bor 
t:.lnn~ss '?n the uosicle e nd to t h e imoortr~~e vol~'1~ of rore l~n 
i•u~ti on es a ~ket f~tctor. An ncress r e on t he oprke t. 
a~llinu on t he decl lne added to tne or e s s u · 
(See Cht-rt 2 . ) 
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Coomodity orlcee also reached sli ghtly bel o" their low 
levele of the 9r evious week. Divergent trends in different 
commodi ties have begun to appear , however, which me y i ndicate 
a slorr1ng up or the decline . 1'1heat , rubber end sugar showed 
ln<\eoendent str ength. Unfavorabl e crop news from Canada 
M\d othllr wheat countrie s , t or;ether w1 th t he recent or1ce 
11cti on , eugr;es t t hat wheat may be one commodi t y t hat ha s 

stobllshed i ts lo~ for the year . 
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!.!&gill: 
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i.t : 

H. t • • Jr: 

M: 

H. H.Jr : 

IJ : 

H.J;. .Jr: 

!.1 : 

H. ii. .• Jr: 

c : 

.. : 
H.U.Jr; 

lo : 

H. !: .Jr: 

June 22, 1937, 3b6 
9:10 a . m. 

Wag111 and McReynolds are here. 

I see . Al l r i ght . Put Magill on, please. Ie 
Miss Chauncey there? . 

No, Mise Chauncey isn't here . I turned this on 
for the recorder though. 

Well, that' s all right . Put - •.•• 

• Wr. Wagill . . • 

Buzz for Mise Chauncey . 

All right, I' l l buzz for Chauncey. 

Good morning . 

Hello Roe . 

Row are you Henry? 

Well , I'm a little under the weather. 

That ' s too bad. 

And I ' ll stay indoors for another day anyway . 

Oh, yes . Well do it by al l means. 

The Doctor's corDing again a t ten- and look me 
over again at ten . 

Yes . 
A - I wanted t o talk to you before you went up 
on the Hill and see i f t here is anything I can help. 

Yes. I don ' t think eo today- we, the program 1a 
to go ahead with th i s foreign insur ance co!Dpany 

device 

Right. 

. • • and Leming of 
put it on. 

Yes. 

I think it' ll be all right. 

Yee. 

office is going to 
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I hope I can get the Co!lllll1.ttee to adjourn for -
until Thursday. 

Well, I'd make a def inite effort. 

Yes, because • 

I ' d Just t ell them you're not ready . 

I think we can do t hat. 

Yes . 

Yes. 

Which 1s the truth. 

Yes - certainly ia • 

And that would - that gives us a chance. 

Yes. 

And t he next day - next week, if we ' re still 
at it, we can give them a three day show • • 

Yes. 
We can do it Monday, Tuesday and Wednesday •• 

Yes. 
and then atop. Something like that • 

Yes. 

You know? 

Yes. 
I'd Just tell them - and you can quote me -
saying that we ' re not going to do what we did 
last year, work the people so t hat everybody 
cracks up. 

Al l right. I ' ll tell them that . 

Yes . You can tell them t hat last year they did 
it and, and that, and tha t we Just can't do it 
and do al l the other work that we've got. 

Yes. 
And - if you want to you can bring i n the foreign 
ai tuat1on, and if they say, •well , what have ycu got?', 

Regraded Uclassified



!i •.• • Jr : 

. : 
!i . iJ .Jr: 

.--! . .... . Jl': 

't . . Jr: 

r. . .. • Jr: 

H.J .Jr : 

•.. 
ri .L .Jr: 

- 3-

- - well , you're ln on 1t an~ I've consulted 
you, e t c . , a nd eo on. 

Yee . 

I don ' t expect to go to Heaven anyway . 

(Laughter) I think you - - I - I surely 
you don't right away, but I should think 
long-time chances would be good . 

hope 
your 

3oO 

Yes . Well - eo - and then what I thought I'd do 
1e thia - t hat - - you ' d be back from the Hill 
mos t likely about a quarter or one? 

I should think so - or before. 

Well. I 1 m not going t o call again until nbout s 
quarter or one, and t he people can meet in ~ 
office at t ha t time a nd I'll talk to t hem. 

Al l right, Sir, I'll plan to be here at a quarter 
of one. 

The people who are in t he office now can be in 
there agnin a t a quarter or one . 

Yes . I don ' t think there' s any thing el se to . 

V~t I wa nt to do is - UcReynolds can - if anybody 
has anythi ng he can bring it over . I want to see 
h im anyway, and he can como over not~ - and there 
ie only thing; I understand Von Zeeland 
wants to see me Thursday . Well, I'C. give him -
tell Kiel ey t o give him a tentative appointment -­
le Miss Chauncey lietening? 

Yes, she's here . 

Well, he can give him a t entative a!)poi ntment tor 
11 o ' oloc k, Thursday. 

All right. She's got it down • 

But t hey ' ll have to tell him it'e tentative, and 
if they say why, you can say, "The Secretary is 
not f eeli ng well " . 

1 : Yea . 

~ .U .Jr: See? 

t : All right . We've got it. 
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And now, let' s talk to Professor Taylor. 

All right, I ' ll put h i m on. 

Hello. 

Wayne? 

Yes , Henry . 

Now, you get your boya together and clear tha t 
100% t~ bu~iness, aee, ao t hat if by strange 
circumstances the Federal ReFerve Board should 
agree to i t , ~ou coul d meet with t hem this after­
noon and go ahead . Now, I - I ' m j ust goi ng to 
rely on you, And Viner, and Riefler , and Lochhead 
and White - see? ' 

Yes. 

And if you i f, if four out of the five or you 
can agree, I ' ll be sa tis fi ed - see? 

All right. 

And I'd like tour out of f ive to agree, and 
whAt h er the - - the thing t ha t I 
is the principal and - oh, I remember there w11s 
something , I forget now, t ha t White mentioned t o 
me - there, t here unimportant. 

That' a right . 

And I remember there's one thing he quest ioned 
a nd I eaid, •Well, leove something in so that 
Senator Glass has got something to object to 
that we can give in to• . See? 

Yea. 
So I ' d try to get t hem in th i s afternoon, and 
yo~ fellows will just have to carry on, and I ' ve 
got confidence in you - and go to i t - t hat ' s 
all . And I hope t~~t I won' t be l aid up more 
than a day or two. 

All right - we' ll 
know whet her t he 
afternoon .. · 

Well we cert ainly hope ao. 
take'care of t hnt. I don ' t 
Board will be ready by th1B 

Well if they are, if they are - I - the people 
I mentioned i s yoursel f, and Lochhead, and White, 
and R1efler, and Viner. 

Ri gh t . 
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No• 1t you can - you ought t o be able to get 
tour out ot five to agree - don't you th1nk so? 

I would t hink so. 

And on t hat basis . . . 
• • Might even ge t all f i ve . 

What? 

(Laught er) Might even ge t all five . 

Well, tha t would be too much, knowing the f ive. 

Yes (Laug~ter) 

(Laughter) I haven't lost my sense of hucor . 
After all, 1f four were toge~~er J ake would 
want to be the one agin 1 t. 

(Laughter) Well , maybe we'd better start 'tT1th 
hi m and find out what he thinks . 

All right . But I ' l l t alk again a t a quarter of 
one . 

All rlBht . No·R, I've got- you've heR.rd about 
t his message from t he French Ambassador? 

I have not . 

'The French Ambassador would like to see Mr. 
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Worgenthau today before 12 o'clock, and would 
l lke to be advised a t residence before 10 o'clock .' 

Well, yo~ tell the Fr ench Ambassador, "I'm very 
sorry but ur. Llorgenthau 18 ho111e - he 18 not well, 
and that Mr , Taylor will be very glad to see him" , 

Yes , Sir . 
t hrough llr , 

The Br1tiBh have received your message 
Mallett. 

Yes. 

And 

Ho• do you know tha t ? 

Because they told me . (Laughter) 
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When did they tell you? 

Last night. 

Oh! 

But I • • • 

Did ~~ey call you, or cnll on you, or telephone 
you? 

No, I - I went over there late in the afternoon 
and played tennis . 

1 see. 

And 1 recei ved tha t message then. 

From 'll!:loo? 

Froc the Ambassador. 

1 see. 

And he said that there was no answer yet, but 
that very thankful and Just - and there was one 
on the way. 

Oh, 1 - 1 loved Cochran and Butterworth enoh 
asking them if they knen what ~~e message was. 
You saw that in Butterworth's cable? 

Jo3 

No, 1- 1 let- 1 haven't seen that cable yet. 

Well, I was doing t hat while lying here - I read 
that. 

Yes . 
I'm

1 
I ' m still one ahead or you, but by noon 

you 11 be two ahead or me. 

Well, we'll see. 

And that's all right, but you see the bunch . 

. . , one thing, you know, that - of interest 
there is that he keeps bei ng mentioned as the 
possible Uiniater or Finance. 

God help France! 
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(Laughter) Well , he's been lt before. (Laughter) 

Well, if you don ' t mind , •men you have h i m 
there, would you mind havlng Ui ee Chauncey there 
t o take notes? 

I ' d be delighted to have M1ee Chauncey there to 
take notes. 

Thank you. 

Now just a minute . Uiee, Ulee Chauncey wants 
to talk to you. 

Yes. 

Mr . Oliphant 1s here now and he'l l tel l you wha t 
I bad to tell you Ur. Worgenthau. 

All right . 

Hello. · 

Yes , Herman. 

At three i 'clock yesterday afternoon the Judge 
sentenced J(. u. Smith to eighteen months in 
the penitentiary on t he first count • • • . 

Yes. 

. and eighteen months on the second count 
to run concurrently 

Yes. 
• eo he goes to t he penitentiary for 

eighteen months. Fined him $10,000 on the 
third count • • 

Yes 

$ 0 000 the fourth count, and $5,000 
. • 1 , on 

on the fi f th count. 

Yes. 
so he got eighteen months in the peni t entia ry 
and a f25, 000 fine. 

And how much does Bruce Kramer get? 
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{Laughter) Well, I haven ' t seen his contingent 
contract yet. I suppose he's working on a 
percent age baeis. He may - I don ' t t hink he ' l l 
ge t much of tha t eighteen months. 

(Laughter) 

(Laughter) 

(Laugh t er) 0 - o - boy I 

Oh, well tha t 's something . . . 
• That's some th i ng ••• 

to f eel good about , l sn't it? 

Yes. 

Yes, that's a piece of the bacon. 

Well, via Mrs . Bhatroth, Mrs. Mo r genthau to me, 

Yes 

Mr . Shafroth i s ready to resign, but he ' l l do i t 
how, when - it' s agreeable to me . 

Yes, I 'd like to talk to you about tha t. 

Well, I - I ' m not goi ng to see enybody until the 
Doctor sa ys I can. 

Oh, until he says you can, huh? 
\ 

And Uac is coming over in a few minutes, and .. 

Yes 

I, I want - for today - until t he Doctor 
says o.k. I want to eee Just • • 

Well , I'd like Just to say t his to you now • 

Yes • 

I have some suggesti ons for somebody else when­
ever we want to talk about it • • .but in the 
meantime . 
. . • • Well . . 

Hello. 
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I t's one of your Asei s tRnte and I don't do any­
t hing until I talk to you. 

I know, but I t hought - I was going to say 
that in the meantime I 1 d l ike to t alk to l!orrie 
on the basi s of his carrying on for the present. 

3E>6 

Well, I - we can't- I ' d put it t h is way t o him­
between my own crowd we don ' t want him to resign 
now because it would look terr i ble . · 

Well, may I handle it with hlm? 

But for Morrie ' s sake, of course we don'~ want an 
abruption, an abrupt • • • 

Wel l, my thought is - now Morrie is pretty badly 
broken up. I'd l ike t o send Mor r ie away for a 
couple or weeks' r e s t • • 

Yee • • • 

. . And t hen I' d l ike for hlm to carr y on tor a 
little bit . 

That's all right . 

May I handl e it with him? 

It would be a f avor to me it you did. 

Thank you. 

Because whenever he comes, hls wife i s comi ng 
with him to see me •• 

Yes . 

I don ' t --and if he could ge t awar and 
go up to Cape Cod tor a couple or weeks it d be 
fine. 

Well, I ' d like to euggeet t hat to him. 

All right . 

I ' ll see him this morning. 

Now what I told the boys is that I'd call again 
at a quarter of one 
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Yes. · 

And I Just ask you tellowe to do t he beet you can, 
and - that's that. 

Well , you're on the bridge, we're up in the ropes; 
everything i s going to go tine . 

Well, don ' t ge t seasick . 

(Laughter) 

Or dizzy. 

Oh - we mi ght get dizzy. 

You tell that tellow McReynolds I want to see 
that baby . 

By t he way, will you - t he next t1me I see you, 
will you tell me about being dizzy - I've got a 
story I want to tel l you. 

Do what? 

Tell me about being dizzy- I've got a story I 
want to tell you. 

Al l right. Tel l Mise Chauncey to go out of the 
room. 

(Laughter) I can't do i t. 

All right . 

Good-bye. 

Tell Me - Tell McReynolds 

•• • He's listening 

that he should come on over - I want to see h1m. 

All right - I'll send h1m over. 

Thank you. 

Good-bye. 

Hello. 

Hello 

It ' s r oom 516. 

• 
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r. .w.Jr: Yes . 

o: Righ t . 

H.t .Jr: All right. Good-bye. 
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June 22, 1937 

11: 30 a .m. 

::~~Llng in :!r . Tay lor ' s off1 oe with Ambassador Bonnet and 
::r. Juleo Henry . 

::r. Tavlor: The seore t l'.ry i R vrry s orry . He h8 o not 
been f •t' l1ns ;vc ll for two or three daye e.nd t he Doctor oade 
>.~-:~ .J h?rDe and s tay there . I t hink he will b e all righ t. 
t .. t.;J .orron. 

:.ob:u;cador: I wished t o see I.:r. !.!or gent hau because ! 
t. tn% t.hn t. r s~all l t>ave \'lash 1ng t.on t.om?rrow camino t o go 
t> r:-c nee. 

(The Aobaeea dor c?nt l nued h ie conver epti?n in French. ) 

tw . Henr~ : Do you wish me t o t.r~nslate? 

1:r. Taylor : I got it. 

~nbaaoador : (Again speaking in French .) 

::r. T~<vlor : Well , I wlll exvres s for h i m r.ll the good 
•·1-hcs . If you fi nd t llPt. t.h Rt 1& the t hine; to do , why we 
• l>n ::o•1 e very success and lf you d?n 't, we ..-111 r.elcome you 
' ~C'k hero . 

I think ~o . I h ope s o , because my wlfe 
does not go to Parla. (Nex t re::J:tr~s 1n 

Anbii&Oador: 
~111 stay . She 
Fre:\cil .) 

:tr . Taylor: You th ink. that thf't. situati on will r eoaln 
CJ~~ J r less as it is. You will be t ner e tn about a week. 

Anbaseador : ( I n French .) 

3o3 

J:r . Tayl or : All through thi s period, ~hilt ' s been ""r k-
1ne; very se.t lsfact.or 11Y. We havE! been ke eping ln t ouch wlth 
tne s ituati on with h im through our ~bRssy on the ot her s1de 
bccou:e t h ey s re s o much on t he ground t here . 

Ur. Henry : (Translated ur. Taylor 's remarks !or t he 
Ar'b11~ sador. ) 

Ambassador: (I n French.) 

~r. Taylor: In otner wor ds , you have accepted pr ovi&1on­

'\lly? 
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~ :Zm!:1_; Ten t a t ~\' ely . 

,.r:Jb!leeac\or : Tcnt ati ve . 
!'l'<r.oh. ) 

Yes . ( Re at of r e!ll<r ks in 

l.!r . H~nrv : HP would have full .>Owcrs in the d i rection 
'~ thiTrench ftnances and economy . That ' ~ t.he condition. 

N.bassador: (Speaki ng in French . ) 

::1'. Taylor: Well , you know t t.l' t Y"'l v:1ll get all t he 
CJ J,,Crf t i on tha t v;e can o!!~r. 

I.llbnc sa1or : ( In ?rench . ) 

370 

:..:. T&lor: Perna;>s . l'ie r.aven' t talked t o h i m y t!t ab::~ut 
t~· t , ~ut t cere a re s o oany ot he r f~ctors that Enter into i t 
1.~ 1. 1~hen people tal!t about t he over-v11 luation or under-vnlun­
!.1·.>n J f curr ency today , that mcnns so oany d ifferent t h i ngs 
end its -- peopl e t a l k about under- vnluntion of t he dollar. 
:• )!lt of t.he ntandards which formerly eppl1ed t o what people 
nu\d caill under-va l uation o r ov el'-valuation a re pr esent in 
: ~ _1\.ul' t.ion which cn uees gold t.o flow her e at the pr esent 
· t.•t . If those old ruleR , if y ou c~n ct•l l them rules , wer e 
nc1.1vo: , why gold would be flowing JUt . 

!:r. !!t nrv : ( Tronelat~d J.:r. Taylor ' s remar '..:e f or t he I.lJ­

·~(' s ... q_ ~ Jr. ) 

~:r . Tayl:>r: so 1t 1 e a ques t ion of deftn1t1on and you 
- ·:< t.> go tnt? tt.e urtderlylne s 1tu~tJ<1on be~ore y"l\1 can de­
t .~tne ~ne~her cert&1n currencies are or are not• wha tever 
-~;,· j'OU wt nt it to work out. 

~bnaeador: Uy familY will t~le~hone to ~e . TP:Ilor. 

- oOo-oOo-

Af ter the Ambas sador' a departur~ , :Jr. Te.,y l or exp l Rined 
Lt.At. ~he :.mbaasador had sRid ho has acce:>t ed t he poet of 
::tn Lnter of F'inRnce provided t hat the post or U1n1ster or 
~ubltc Economy i s also placed under hi~ an~ slso pr oviding 
:~~t f\6 Ui nister of ~1na~ce he i H given extremelY broad pow~ra. 
~e 1R sailing tocorrow a nd he h opee t hat the si t uat ion can e 
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wot·lled out , but t hat he 1s l eaving l.!lle. Bonnet here , so 
~~nL it mignt indicate that there was some doubt i n his mind. 

The Atobassa<1 or said that tho problem was repatriation 
of suffic ient French capital t o permi t t hem to carry on in 
order l y f aeh1on ; that the French policy was definitely to 
c~nt 1nue the Tripartite Agreem~nt. Tne Ambassador also sa1d 
t :ll' t. van zeeland had indicated t o h im t hat certain currencies 
vcr P ct1ll overvalued. (Yr. Tayl or replied to this st atement 
st r ecor ded on page 2 of thie report.) 

Tnc Ambassador did not have onytn1ng in mind exce~t t o 
1nf 1rm t he s ecretary of hi e departure nnd explain t he circum­
c•~nceo t o him rutd pay h1s r eGpect s , etc. 
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J'ROK: .uaer1oan lllbuey, Parh, France 

DATE: June aa, 1937, noon 

NO.: 830 

J'ROK COOHRJ.N. 

31 ~ 

This morning at 9 o 1olook I got back to parte. 

At 11 o ' clock I YiaUe4 at the Bank of rranoe. Teeter­

day 169 million franca were lost by the Frencb etabiliza­

tion fUJid. Th1a morning the market was uneasy, but 

operator& were still eo uncertain of the outlook that they 

hesitated to open transactions. The French fund had 

yielded 159,000 pounds by 11 o'olook. 

At the Bank I was t old that the reason for the heaYy 

offerings of dollars against sterling ai110e last Friday 

was the press report trc. the Un1 ted States that the 

Oonrnaent woul.d help the rrenoh tbrOilgh taxing foreign 

funds on the .uaerioan aarket, and through giving Franoe 

intor-tion regarding hold1Di• in the United States by 

French people. The fact that dollars haYe been sold against 

sterling (repeat aterl1Jii) ae•• significant. On aneral 

oooaaiona I h&Ya reported to y011 various opinions t o tbe 

effect that shoul.d such an arrangBBient be made by the United 

states wi tb the French, 1 t would not relllll t in driving back 

funds to Franca ao long as oontidt~nOe 18 not inspired by 

the J'ranoh situation itself, aDd eo long as other capital 

OOI1Dtriea, particularlY tho•• near rranoa, bad no aiailar 
asre•ent• 
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agreesmta. 

It ie tbe opinion of •r contact at the Bank of rrance 

t hat the French publ1o does not r ealise the trul.r chaDt1o 

oondi tion of the finances of the oountrr. Little hope for 

reeolTing thia chaoe 1a offered b)' Ohau.te.pa and wch 

collaborators aa are ao far suggested. The OoTerner of 

t he BaDlt of Franca 1B still Labe,.rie, aDd. he has giTan no 

1nc1ioat1on that he will resign fro. that poa1t101lo Direo­

tar of tbe mOTeamt of fllllda eeoUon of the Trealllll')' b 

eUll Rueff. It ie rumored in the preae that Rueff II&)' 

be appointed F.reDOh finanoial attaohe at Washington. 

BULLIH . 

U:Lft 
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June 22, 1937. 
12: 46 p .m. 

cn·•unccy: I W'lderstood he was goi ng to call again at a quarter 
of one. 

0: 

c: 
0: 

0: 

c: 
:~nrill : 

~I : 

r • 

" ri ll: 

II: 

~~ag ill : 

.. . 
''nrill: 

'' o A O 

I see . I was just wondering because 0 0 0 •••••• 

W~it a moment please . 

.•• • .• Ur. UcReynolds might know. 

(PO>use) 

llo, we ' ll wait a few minutes . 

nll right. 

All right. 

Well we heard on this fellow Lemming - ah - he ' s 
a very - slow - very careful performer . 

Yes . 

I - 11' they had l et him t ake hi~ 01-m way why he would 
hr.ve done very well. They l et him t ake his own way for 
about an hour • •• ••••.• 

Yes . 
• •• •• and then they began popping questions at him and 
hurrying him and so forth and - ah - I think they got 
a little bored with hi m at the end. He didn't quite 
finish up. 

V!ell that ' s all right . 
But I think on the whole that it went satisfactorily • 

Ah-ha . 
Ah - I had a little brush with Treadway at the beginning 
1vhich was almost over before I knew what i t was all 

aoout ..... . . . 

I see . 
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••••• and it wound up in a fight between Dickson -' t· ... 
and cooper - each of them spitting at each other . 

Yes . 

So I guess that was that. 

\'/ell from what you - you would never say it was perfect . 
From what you s ay I 1 d say i t was ver y good. 

(L~ughs) I don ' t know whether it ' s very good. I f - ah­
but if - I don 1 t know what the papers will say because 
I don 1 t know how well they got it . 

Well -
VIe couldn't give t hem any press releases to- day becau::e 
i t - ah - Lemming was doing it orally and •• • ••••• 

That ' s all right. 

• ••• •• and they may pan us a bit- ah- Upham wa s r tmning 
around like a chicken with his head off but - ah • • •• . • 

Why? 
l'lell he was all hot and bothered because be couldn't 
give them the releases and couldn' t do t his and couldn' t 
do that and I told him, to calm him down and •• • • •••• 

Wel l you were present when I t alked to - to Upham. 

Yes . 
And I told him we gave him this job and this is his 
cross; l et him bear it. 

Yes, well t hat ' s the thing . 

And he al so s aid something about working through t~e 
night. and I sa id, nFine, that ' s the f irst time you ve 
done it i n a year • ••...• . . 

(Laughs) 

d 
~ou may have to do i t some more nights• • ·····.an " t i bt" Be looked at me and be said, •That s r g • 

(Laughs) Bow you feeli~ this noon? 
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\'/ell I•m a little better . The doctor told me that .,I 
should e o home tomorrow morning •• • ••• • • 

Yes • 

• • • • • • • • and s t ay there the r est or t he week. 

Ye s • 

He culled up Dr. Mcintyre , the Pr esident ' s oh.ysician, 
and told him he was order ing me home . 

Yt>s . 

And he said that I should try and Just handle 
emergencies for the r est of the lfeek . 

Yes . I - I 1d like to see you before you go but then 
that ' s one of those things I suppose . 

Well you 're al l going out to that golf t hing , aren't 
you? 

\'/ell I ' m - I• m - Itm not. I don ' t know - ah .• • •..• 

You ' r e not? 

Well how can I? I mean •••.. 

··.en then if you 're not maybe I can see you after 
my supper, if I f eel all right. 

I wish you could. 

Provided you promis e t o be cheerful . 

Ah - I • ll spend the afternoon going around the build­
i ng getting some dir ty st ories . 

(Laughs) No , that i sn ' t my i dea of being cheerful. 

(Laughs) 
llell - ah - all right. Now what I'd suggest 
balance t he week that - t hat the people meet 
of fic e every morning around 9 :15 or so, see? 

is to 
in your 

'' ·111 : Yes. 
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I me~n people who are in t he room now. 

Yep. 

377 

Plus Herbert Gaston, 1f he ' s well and I call that my 
Kitchen Cabinet. There ' s no use having Miss Roche 
or 14r . Gibbons - I mean they don ' t contribut e anything 
and t here ' s no use of havinc t hem, see? 

Yes . 

And I think they ouuht to meet again around 4 o ' clock 
in the afternoon at your office • • ..• . • 

Ye!> • 

• •.••.• and then check twice a day . 

9 :15 and 4. 

ilell I - I use that time as being possi bl y convenient 
to ever ybody, see? 

Yes . 

Because you ' ve got to get u p on the Hill and 9 : 3~ i s 
too l ate .......•. . . 

Yes • 

• •• •• and 9 o' clock i~ too early for ~orne of t hem. 

By tr.P way we have - we huve to go on tomorrow and I 
didn' t see any way out of it • • ••••• 

hll right • 

• ••••.• because Lemming didn•t finish up • • . • .••• 

I see • 

..... • and I didn't think we could very •.1ell continue 

over another day. 

Fine • 

I think be' s got to finish up. 
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.:en if I ' m f eeling up to i t I ' 11 try and see y:lu 
after supper f or a litt l e bi t . 

Good I wish you could . 

376 

Now i s - I heard on the r adi o that - t hat - ah - '."iayno ' 5 

friend , Bonnet, i s Mini ster of Finance? 

Do you want to t al k to 'o"layne? 

Yes • 

All ri&ht . 

ltello 

Bello "layne • 

Ah - he i s t entatively Uinistcr of Finance . 

(Laughs) What do you mean ten tatively? 

(Laughs) 
Like they asked me yesterday, 11'ilas I !;Oing to r elax 
my f!Old release " and I sai d, ni wish we could all 
rel ax" • What do you mean tentatively? I f he could 
eet t~ere 1n time and t~ere • s still a Cabinet ? 

'ell he retains his post as A~bossador •. • .. • . . 

Yes . 

• ••••• al so tentatively •...... 

Yes • 
• •••.• • r.nd he' s leaving Madan Bonnet her e . 

Leaving her here as a hosto.ce, eh? 

Yes, however , he ' s t aking the fir st boat, whi ch is 
t omorrow and he has accepted on two condi t i ons. 

Yes . 
One , t hat he given very broad power s ••••..• 

Yes. 
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•••.• ~d, two, that he i s also r, iven either charge of 
or the a ctual pos t of !Jinistor of llational Economy in 
addi tion to the ~inister of Finance . 

I see, l i ke Dir ector of the Budget , eh? 

\'/ell it 1 s - i t ' s a different set up. 

Oh . 

nh - that means, as I get i t , the - ah - eouival~nt of 
na t ional Pl anning Board, eto ., which i s a Cabinet post. 

Yes, t~ell nort - ah - i s there anything on th&t that I 
should do or see or ;mo\1 or • ••• • .• 

llo , I don 1 t think so . 

l'lell isn 1 t it just as well t hat I h::.dn 1 t - couldn ' t sec 
him? 

nh - yes i t was - what he wanted to do was to say goodbye 
nnd explain what he was doing and I - ah - tried to do 
t he necessar y and Miss Chauncey can - ah - t ell you 
whether I was courteous enough . 

Vlel l did you kiss him on both cheeks? 

no, I didn' t • 

Cnn Mis s Chauncey testify t o t~at? 

Yes . (Laughs) But I wished him every success if that 
was what he wanted to do. (Laughs) That we would be 
delighted to see him back if he wanted t o come back so 
who coul d do more th:m t hat . 

Yes . 
And he mentioned particularly - nh - tr i partite 
agreement. 

Good . 
nh - that \vas sentimental in the fir s t policy i n general. 

Now _ well I think t hat ' s - does anybody - you•r e going 
out tonight, aren' t you t o thot golf? 
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I don ' t think so . 

You don 1 t? (Laughs) \7hy? 

;/ell - ah - I just don 1 t t hink I t · m going to be nhle 
to. 

Oh, do you want to come around ~then Ros does , 1f he 
does? 

Yep. 

What? 

I - I think so • 

All right. 

Now - ah - Von Zeeland - why we can send t'tat t ent atlvr 
engagement tomor row - we want to cancel that, eh? 

Tomorrow? It was Thursday. 

I mean Thursday , yes • 

Yes, unless he -unless he - t ell. him that you ' d he 
there. 

Yes . 
What I 1 d do i s t o call up t he State Departoent · :."d 
simply s ay that Itm not reeling well nnd &hat t'te 
doctor has ordered me to t ake a r es t for t he res t 
of the week. 

Yes - ah - are you goinG out of town? 

I 1
m right at the f arm. I ' m go1n~ to l eave at 10 o • cl~c~ 

tomorrow morning. 

Yes , well I'll t ell him that . 

I'd just tell him the truth that I •m - the doctor 
said I must rest for the balance of the week .•. .... 

Yes . 

d t hat I hope t hat 1 111 be ~ell e"~~·b t J 
• •• • ••• an 

come back Yonday. 
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Yes , well 1 111 - I 'll tell him that. 
o ther circumstances to them ••••.•• 

I explained the 

Yes • 

.•.••• and they understood that . 

el l , i ncidentally, i f UcReynolds ' listenlng,he should 
pl ease notify - have Kieley notify the ~te Bouse 
I 1ll ~ot be t here for dinner tomorrow night and that I •11 
not - ah - at Urs. Hull ' s dinner - whatever my soci al 
engngements . are • 

.uh-ha . 

I knon I accepted one - luncheon from Bull and the 
;7h l te House tomorrow night - all off. 

And the boys have been working on •• ••• •• • 

·en 1 t makes me awful tired, Wayne, unless it 1 s 
ie~portant . 

'lo , i t i sn ' t . 

ell let ' s can i t . 

O. K. 
'lo"' the only t hing - I do want to insiSt t hat llc!leynolds 
·oes out t his aft ernoon because he 1 s pl anned i t and 
th~re ' s no reason why he $houldn't go . 

Hc •s - he ' s going out. 

~o~d and - I mean I ' d feel disappointed i f he didn ' t 
·o . 

He says he would too. (Laughs) 

All right , and t ell vagill the onl y other per son t hat 
I ' d add t o the ~tchen Cabinet i s Gaston, i f he comes 
bac\c • 

. ! ·'lt . 

~o i s present so I'll Just know. 
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D~n, Archie, Herman, Mac - Uiss Chauncey . 

I . ell the peopl e t hat - isn ' t Oliphant there? 

Yes . 

!li ght . Now does Bell want to say anything? 
kid Bell . Put him on a mlnute. 

All rieht . 

Hello 

He:tlo Dan. 

Yes . 

382 

I want to 

Don ' t tell me my President isn' t smart when he invited 
you to go down on the boat with him. 

Vlhy? 

He knew how to get you down there . 

Well I declined i t . 

No I 

Yes . 

On the boat? 

Yep. 

You' re not going on the boat? 

I ' I ~sked to be excused and he s~id No, m not going . u 

O.K. 

Oh really? 

Yes . 
•sked to be excused but when 

Because Mac said you f irst ~ 
he asked you to go down on the boat - ah •••••••• 
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Oh no, that was in the origi nal invitation. 

Oh, I didn ' t know that . 

Yes, I thought i t was a little too politi cal. 

VI ell you know what I told McReynolds • 

Yes . 

I thought it unfa ir to a Civil Service employee to 
as'{ you to go. 

"/ell I put it up to the President t hat way t hat I 
thought it was a l ittl e embarrassin~ to me and unless 
it was an offi ci al reques t •••• • •• 

Yes • 

••...•••• • that I didn ' t care to go and l 1d like to be 
relieved and he said, •Fine, I think you ' re absolutely 
right" . 

Dan i s there anything that I can help on or do you 
want anything? 

nh - no, I just wanted to tell you that unless you ' ve 
seen the income t ax slip this morning that it hits it 
right on the line . 

I ' ve seen nothing . 

~h- up to the 21st our estimate was 480 mill i on •• • • • • 

Yes • 

••• .• and the act ual collections 480,378. 

Grand. 

So I GUess we ' r e going t o get the 515 all right . 

Well may I just say this to the group that ' s in the 
room I• m goi ng away for these few days having com­
plat~ confidence 1n the people who are in t he room. 

Thank you . 
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~<nd I 1m S\lre that you all can carry on and r will call 
up once a day, see? 

That will be at 9 : 15. 

That will be at 9 :15 and only once a day and 1f there• s 
anything important you people can put it up to me but 
I will call once a day. 

O.K. Anybody else you want to talk to now - J.!ac - Archie? 

Only if - ah - if they want me. 

Just a moment - Mac wants to say something . 

Please • 

~c~ .. jrnolds : May I sign your name to that 1'/annop letter? 

... 

, .. 

·: 

• 
. cR: 

l:cR: 

'!cH: 

... 
I-teR: 

... 

Yes, please • 

All right, I •ve got it r ewrit ten. 

All right. Now listen Mac . 

Yes . 

·,'/hen you go out there I hope you win a golf bag 
or a silver cup or something • 

(Laughs} Well I wasn ' t really planning to go and 

play golf . 

I ' d feel badly if you didn 't go. 

O.K. I 1ll go. 

Anybody else? 

No, I think everybody' s set . 

Well - well I'll Call Up in the morning . 

O.K. 

Everybody's left? 
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:.:cH: No, they're all right here . 

:.1 : All right, well wish me good luck. 

1Jcr.: We certainly do . 

H: All right . 

t.:cr : Goodbye. 

. . Goodbye • 
~· 
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A pol'tion of this t e l egro.."!! 
muet b e closely pnro.phrnsed 
befoN b ei!'lG co~ununicnted 
to anyone . (B) (C) 

Secr etory of St ate, 

"io.shington . 

834, Ju~e 22 , 6 p . m. (GRAY) 

Pnris 

Dated June 22 , 1937 

Rcc 1d 3 :30 p .m. 

386 

P<Jre lG!1 e::chr.nge marke t hno. nc t b een fr.vorobly impressed 

by simult~.ncc-u:: mblication of fol~- ';;i:.r. :>f Cabine t nnci by 

outloc.Jc f or th~ continuo.nca of the ' O)Ul o.r front gover l'lt'lont 

l'lith ler.ce::-::hi ';;he r o in merely movecl from the Left to tho 

Right scct~_on . 3on<1Ct l'.S pr ospectiv3 ; inister of Finnnco 

nith i)OS sibl y I'ino. ly (the banker 11ho lately qui t the 3nnc,uo 

de raris et ; ~ys Bcs) ns h is adviser r eceives n better 

11clcono in t he p re ss then on the mar:~ct . St e rlinG bccn: .. c 

ntl' 1161:; :Jo\l!jht around noon nnd tho J:::.nk of ?ranee yie l ded 

at 110 . 39 throughout the afte rnoon. Discount on forward 

fra nc nidcno•'- • Ron t es i mnrovod •.then f~ c.r tho.t Comnunists 

might pnrtici~Jnte in tbc Cnb1not was dispelle d . 

1), l l crs con tinued tc• como from liC\'1 York for convel'llJ.t n 

~nto stor lL•£;. ono Paris Antoricc.n bnnl: today :Ook 42 bc rs of 

go l d from London market for snlo to Nution~l Bank of Bolc1~~ 
o.nd the lutter institution 18 s:~id to h:l\'e :ll s o bought 3old 

dircctl~ ~t ~~ndon. ( END GRAY) .... 
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I haTe been giTen t o understand, in strict confidence, 

that r ec ently the Austrian National Bank has sold gold t o 

the BIS and ie holdi ng the prooeede in dollars . It ie 

alao reported that the Bank of Nicaragua sold geld to t he 

SIS, r equiring the p.rooeeda for co111111 t111111ts in dollar a 

o.nd s terling. 

l)lring the past f ew days the GoYarncr of the l3&nk of 

France, Labeyrie, has been questioning offi cials of the 

Bank of Italy i n laney on t he working of the exchange 

control system i n Italy. 

BULLITT. 

U:LWI 
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Parts, June 22 , 193? . 

Dear ~. Secretary: 

I have pleasur e in transMitting 
her evtit h, for possible addition to 70ur 
o1m files on the Tripartite Agreement . 
en abridged translation of the Report of 
t he Governor of the Bank of Italy at the 
hDDUal General ~eating of the Shareholder s, 
held in Rome on the 31st llar ch , 193?, which, 
on page 6 , refers to the Agreement of 
September 25, 1936, and consequent steps 
as "the firs t honest attempt towards wide 
international cooperation which bas been 
made since September , 1931 . " 

Faithfully yours , 

• of Embassy. 

Enclosure. 

The Honorable Eenry ~orgenthau, Junior, 

Secretary of the Treasury , 

'i/asbington , D. C. 
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I 'OlT 8 , 1937. 

!lear Ill' . Coebna 1 

'.lle Secr~ to r;r l'w.o t>cked • \e \hallk 
you t or J OUl' lettar ot 1- 2284, wbleh 
~nclooeo an abr id(:ed t.ranal&Uoa of U.e 
ilepor\ of \he Goftrnot ot \loe ~ at 
1"1:1' e l lhr Annucl lle!UII'al lleeUzc of 
\he :N.reholUra, MU 1a a- • -.rob 
311\. lie ol oo hac r ece1..-d " -rq of \lae 
~·\ octtUo4, • ..._.\ai'J u4 licosotia 
S1to3U oa or u. 1 . .t.. 1926-1N1"', e1o 
J01l _, lWo wUh J OW' ..... acmal C8J'4, 
.. 1a cl•d \0 h&ft bo'-11 of \ h ... -pUJ.t ..... -
\loao !or h i e owa recorde • 

•. • .J. ' ·· Prtww ~br¥· 

noa. H. ller le CocbrtA, 

'*' SHr•'""'' ot -llal\ed ............ . 
hr1o, ~. 

017/•'M 
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BANCA D'ITALIA 

ABRIDGED TRANSLATION OF THE 

REPORT OF THE GOVERNOR 
AT THE 

ANNUAL GENERAL MEETING OF THE 

SHAREHOLDERS 

HELD IN ROME ON THE 3ht MARCH. 1937. 

YEAR 1936. 

, 

3SG 

Regraded Uclassified



World economy, particularly during the last month.' of the year a. ...... t n.,,.,.,. 
w:lli. has ~hown 1\ further improvement 83 compared with the 
prt'l'ious year, contributory causes being the Tripartite Monetary 
.\i(fi.~•mcnt and tho alignment of tho currencies which formed 

t ht• !(Old bloc. 

It lllll>enrs that the recovery is only t>Rrtly duo to a return 
tu utor<' hcu lthy economic conditions: it is rn.Ut~r the result of 
t•·utpe~rnry Stt•te intervention, of artificial credit expansion, and of 

hn!(~ 1•xpcnditure on armaments. 

It must l>e noted, moreover, that the rise in world prices, which 

i-tltw to the gn•dual J'C·C8tablishment or cquilibrimn between demand 
nnd ~upply is of greater benefit to countries producing raw materials, 
"lw~hy importing countries are more and more compelled to 
foo·j!o, ns fnr as possible, the importation of raw materials aud food· 
•Iliff• . nnd to make use of the stocks accumulated in previous years. 
' l'hi• i" noticeable in the comparatively small expansion in inter· 

"" t ionnl t mel c. 

On the other hand, it is only through the clearing of the inter· 
untionnl polit.ical horizon that the improvement noticeable in the 
1~'"1 F"r ran he consolidated by genuine factors of l118ting economic 

prHj.T<'Sit. 

Agricultural production, which closely affects economic condi· 
tions. has l;een unsatisfactory in certain countries, owing to un· 
fnoumblr climatic conditions. Unemployment, although reduced, 
;, •till nt n fairly ltigh level ; international trade has not increased 
l""i JKtAAU with production, and h118 continued to be hamJlered 
loy tlot• instability of exchanges, especially up to last September, 
loy tlw lock of medium and long·tcrm capital movements, by the 

dit·tntrs of nationnlistic policies, and, for a good part of the year, by 

lloc• <'xc·~ptionul obstacle of "sanctions." 

'l'hc !Jitter struggle for predominnncc in the exchange market, 
11i1lo itR for.rcacbing consequences nnd fluctuations from one to t.be 
Htlwr of 1 he three most important world monetary centres, has 
<< nu inl~· influenced the psychology of tho "saving " masses and of 
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lJ\oR tngag«{ in the \'AriOU.8 branches O( economio ACtivity. for 
thooe in ~ion of.....,..., unrest, l&ek of ooafidence and o11eo 
panic have for toO long alternated violently with lhOt't periodo of 

ealm to allow of lhe ..... tabliahmeo• of A period of tranquillity in the 

immediAte tutu"'. 

'nu~ uncertAinty and inBtahilit.y of tho principl\l tirmnoinl market.a 
wtrc neoompAnied by n. similar sitoation in intcnltttiorud political 
roiACion.s, thus rct.lu,lhlg still furUter tho roturll of confidence which 
is <'f48Cntln1 to the t·e·Ctitablishmcnt of normal ooonomlo rclntloru. 

The monct.ury cvenUJ of tho J)ft&t. year cnn bo oompnrcd, for 
hHJJOrt.lu\0(1 nnd ill far·reaeblng con.sequenoes, with th08C of 1931. 
but, ••h.,... tho departure from the gold st&Jtdard of sterling opeood 

up A J>triod of diven!e ")'8WIII8 of money control and of""""' infH. 
nationAl C'OOnom.ic oootruts. which resulted in n thrinbge of tndt. 
lh(' alignmentA \\hi~h ha,·~ taken place after th•e yst8 ~to be 

the firot iteJ> to""rda a 1..,. unstable relation beb·oen the int«oaa 
and tht" rxtt-mal purehAsing power of the varioua ou.mnciee. 

TI•e fealui'CI of the foreign exchange market. were in tho earl1 
IX>rt of 1036 the ott,.ckll on the curreoci'"' of the gold bloc. the defence 
of which ""!Uired lnrge expom of gold, and later A proce11 of adj\111-
mcm. following on the currency a lignmen... In tho firot period the 

we•kncOI oft he currcncico of tbe gold bloc contributed to the olrenglb 
of 1tcrling And doiiMill, which, as the. roeult. of their I"'Orpoor.ivo monetAry 
policiClf., J.:~mintlllned with COJ\8iderable stability tho poaitiOI\Il\t.t.nined 
in 19:14. 

Tho ll<>lgn h .. nlso boon mainly stable in the period under 
review, during whioh the goldst.andard wM rtJOmmod by re . .,.tabUJhilli• 
,.. from t ho 31ot. March, the convertibility into gold of the notoo of 
the National Bank at a Jl'lrity depreciated by 28per oent,ao compottd 
with that fixed in 1926. Shortly Afterwards, however, Pol&.nd,owingto 

eomm<'fcial difflcultieo, WAS compelled to break away from the gold 
bloc. by introducing strict exchange control. 

Tho auentioo of the international markel. muainod, bo-· 
mainly eonctotraled on the Freneh frano, which '""" oubj«tod to 

heavy preooure, particularly between May and Juno. lo iplte ol 
the intervention of tbe British and American ExchAoge EqualiiAlioO 
}'undo, for the purpoae of minimioing the spo• rato Ouot.u•tiolll, the 

6 

.,....""' wu noticeable in the high ....-gin on forward ralel and in 
the gold 1- which greatly reduced the ,_.., •• of the Oanquo d<! 
t'ranoe. ( I) 111... oircuniAtaoeea. la~y due to the action of 
Lfte .Prench people thcrtu~elvee. and eausiog in t-heir tum lne:rt>!UiC.Id 
internal flnanc:ial and aconomic difficulties. helped to cauac the 
1-'rench Go.vernment to PfOJ)()IO to Pllrliament. on t-he 26th SoJ)t.ember, 
the roducttOn of tho gold oont.cnt of the franc, aft.er htwi1lg obtained 
(r()JH tho United Stnt.M and Orellt Bri~ain the 8JJ8uraneo th"t. thoy 
would CO·Ol)OrMO for t·ho au<xXl81J of the opomtion. 

;\$ A rosult of lho lt•w of 1st Oetobor, 1936, the 1-,l"(!noh fmuo 
hns IOflt iUJ olu•,~Wr of n currency ha.vio.g a fixed gold oont.ent. 
and has MSurnod ternJJONlrily the nature of a managed ourroncy, 
between two limit& corresponding to a gold content of 49 and of 43 
milligramm(!S of gold of A flrW!IICM of 900/ 1000, im·olviug a depreti&· 
rion at the rate of 26·19 and 3-1·35 per eeot. reopeetively, u eompat'tl(l 
with the frane of 1928. At the aome time an Exehange Equaliation 
Fund wu ae< up, with 10.000 million gold frane8 at lhe new p.ri<y. 
obtained throngh the re·•·aluation of the gold .........., of the llanquo 
de }'ranee. 

The featu ... of the SwiM franc and of the Dut.ch guilder in tho 
first period or 1936 were similar to those of the French franc, aiocc 
the internaticnu•l t!Xrhange markd felt that the above ourre.neiett 
would be UllAble to majntain their gold parit.y if ihhoukl be abandoned 
by tho Ji'rouoh frnno. In fnct. lUI frorn the 27th Septembor, the Swi• 
fr1u1c waa moved from n fixed gold parity of 290·32 milligmnuu(llf or 
fine gold to a vnl•tblo p~Arity l.lcLwocn 216 and 100 JUiUigmnWl OI 
of fine gold, involving a deprociation of 25·94 per cent. and 34·00 
per cent. rospeetively. All ,. rooult. of the re-v&lwulon of the gold 
reeerve of t.he N~t.Uonal Bank au Bxch&oge .Equalisation l-Und wu 
oet up, amountiug 10 638·6 million SwiM franes. Holland, followiug 
llle Engli&h oxampl<!, oonfined iiAI action lo placing an emborgo on 

the export of gold and created a oimilu fund. amoonuog "' 300 
million guildero in n-uty Bil.lo. 

In faee of tho AOiion taken by the eount:rieo which formed 
the gold bloc, tho Italian Go•·crmncnt. ao will be _... lata-. aher 

t•.t •,_ .. .._._,..,..t.nc•a..,_ ... _ ...... .--._~.-.­wM-1,,... ...... , . ..,...,.. ... n-•1,.... ..a. • ~; .. ...._. ,_ ....... _. 
~ ~ U.. WI'-' "" .. 1 fl P"H pow_... ill Xe7 ...a,....,..-'.,..,....... .. U>tT 
f* -t.la leplolftllblr. 
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UlAture eonoideration, .., . ..,...bliahed on the 6th Oelobor tiH> ~'<lid 
value of the lira on the same le,·el, a.s compu"ed with the Jwincipal 
fomgn currendeo. aa hod been fixed in the sl&biliaation Ia• of tho 
21st De«mbor. 1927, and which had been affected. with dArnagi11g 
re8Ult4 for our country, by the subsequent devaluation of alltheabo,·e. 
weutioncd eurTCI\CiC8. After the re-establishment, on tho new basis 
which reduced hy 11hont 41 per oont. lhe gold oont<;nt of tho lim. of 
thCI p!trity or 10 lire to tho dollar, the Government lu~vo 1'08(\f\'Ctl thti 
01)tio11 (11"' in t1w Ur1ited States of America) to Mrry out, if 1\000II.'JI,ry , 

l\ furthCI' dCVI\hU\t10U Of 10 JKifOOilt. 

1\11 n_1g1uds tho minor currencies. tho following featurt'lf m"y l~e 
mentioned: n further devaluation by l5·99 per cent. of tho Or.eeho· 
slo,•nkiJ,n ~rown and of 27·536 per oent. of tho RoumRnian leu: che 
"'loJllion of the pound by Greece and 1\rrkcy 08 the !>Mil of tbar 
mpl'Cth"<" eunenciee : and ab;o the adoption hy t.be Latvian bt of 
the ll<rli•>& baais. 

The ogreenren~ concluded on the 2Jth SepWmber. bet_,. tho 
Unitt'd :)tate.. Greet Britain and France, to which other count:riel 
\\hich align«J their cunoencies have ftdhered in principle, including 
Uelgium. hM 1.t1bttituted for the old conflict. bet.ween the cmmnciea 
"f ohe stcrllng bloc and of tho gold bloc (while tho dollar roain,..nod 
nn OJ)})Rrently independent. position, though in roolit.y cor\noctod 
with sttrling-t\ connect~on which wM in ft-.ct. 4.:~U~blit1hod in 1934 
nnd luRintaincd in tho two years U}35 and l1l36) a now grou)Jing, 
whlllh is t-ho first. honest attempt tow~ud~J wide intcrnnUonal co· 
operotior1 whioh hna been made ainoo SeptemOOr, 11)31 . 'rhis Agn!if!· 
anent; l.a ~t.t-cr defined as a monetary truco, since, wbilo the deeire 
iAI exvrC811«1 " to f011tcr lhooe cooditioll8 which ""lcguard l"'acc and 
will ben contribute to the restomtion of order i.n inlcrn,.tional 
eoonomie relations • ., it is &aid immediately after that. .. tho Oovern· 
menl of obo United States and the Governmen• of ()..,.• Bri~A~in, in 
th<'ir JlOiioy to~ ... rdtl international nlOnct.Ary relAtioua. nnLS&o l&ke 
into full IICCOUot the ""'uirernento of the intunal JH'OIIperity of tk 
Uniud States Republic and of the British Empire. while the ·~ 
Oo,'emnwm. will naturally take into account. aimilar oonaideft.UOOI 
regardlug t.hc economic noeds or France And of it.t O\'Ot'·tCM ~ 
tdona. ·• It i1 always subject tO t.heeo oon.sidcrat.iont t.hat. tl1o cotl· 
trt\(lting part..iC8 OXJlreu r.heir iotent.ion w ac.11 in auoh a wr.y tbJt> 
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··tire IP""""'t ~blo <quilibri1101 in the sy•tem of in..,rootienal 
•sebaugc oho111d be main!Aiined," &nd they insist 011 tho ..-ity 
of a co•run.ou -.ctioo to relu pr"Ogl"eAively Lhe proacnt. •ya.t.em of 
'luotM and exchange eon troll, with & view t.o their alx>l:ition. 

Convenw.tion.a which have ainoe taken plaoe. with t-he ohjcot. 
of defining techniCA1 oondiUon.s for OO·Opcration between t·ho signl\t.ory 
countries, C8J>CCil_,lly in connoction with gold movemen~. lod to fre6h 
og:rt.oemC.Illtl, founded on tho )Jrinoiple of rooiproeity, by whioh tho 
Unitt-d StnteK Jm.ve dool••n..-<1 t hl:\t thoy are willing to sell gold t.o tho 
~.·xclumge e<aunllsatioll fundB and foreign 'l'rcMuril".!f., nudfor fiiC4'1 
!\gents or>en,ting on OOhalf o£ auch 1'~urics and gunr"nttol.l(l IJy 
them. provided tim~ they. in turn, arc IJrcpnred to $ell gold to d1o 
United Stat.el nt. tho price, and on the conditiolll5. which are reJli"'th.-d 
uy the United Stat.ca Treuury .. boo~ •uited to tho public inl<reo~. 

With the reoen&. chan.gC!8 which fuwe ta.k~ plaee in the curt"C!'ncy 
sy~-"tc.onl!J.the exchange equali.sation funds ha,·eacq,uired a puamoun&. 
influence O\'er intt'.n\ation.al financial relation&. The &\'DilaiJlc 
means aod the optratione of the fund.t are k.C!pt in the great.e81 teereey. 
E'•ery proeaution ia taken to pnwent 3J*Ulati,·e aeth<ity in the 
exchangca, and the path io Jell. open for f.,.Jr odj111tmenl• of the 
,-.-alue of currencie~ to ntltiom•l economic requirernenut and to i8Ul"tinJ!C 
1he Jtcunc money nl&rkct, from the inftttCJ1008 of tbe intemationftl 
market. It rcrn4,iUIJ doubtful, ho"'ever, whether the exohnngc toqul\li• 
6t'tion funds c1111 ,.lwByt e..U~ily check exchange speotlll\t~ou, if. for 
more or l eat~ well founded I"'AAOI\8, t·hcro i.s a gene"'l g~t i r' or lol!l'f uf 
confidence iu any J)Rrticular currency; nor, on the-other hand would 
i~ be possible LO ~~Iter frequently 1\nd unilaterally the \'1•luo of ttny 
<:urrency without. eau.~Jing ret.nlialions on the part. uf othent in order 
to neutrali8C, at lea.at. pnrtly, iUI effect. 

Co111idering more teO\,nt eV"enhl, tspeeit'lly ill eonm:<:don with 
international capital moveruentl-. and rnoney rates, .the ~ fDr 
the &ettlement. of the variout currencies on a 50und: buia,. both tntt:mal 
and exu~rnal eetll'-' •till far from finality. while the final atabililation 
rates of ~n EuropN.n cumncits are &till u:ntf'ttain. &Od the 

..... ,_,, ~"' -··-· ... be relation bet•un th~ value of dollanJ Mel •~~-& 8lUJ re..___._ 
definitdy fixed. J• may be noted, ho.,...,, ..... th .. t.he extreme con· 
trasting t.t:ndcntiee ha,•e b«':n oonaiderably nano•'Od down. (1) 

CU n. ......-..a. ill N- , • ......., _,...Mod_,_ .. e\• ~ ......_, W ........,. ""'"" 
.. -ru.-t..~ ..,.._ ... ~ ~ \lfi'OII , ... old ,..,.7., ...... 
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ll'h•""" the J>roductioo of g<>ld is inc ...... ing, (I) COillnlry 10 
IlK~ u\081 n~liahk- anticipRtions of a few yeara AgO. a lt.t-edy rnlgr.tioo 
of '""' mrtAI to,nrds tM cou.ntrie-8 having a favourab~ ba1A1tee of 
P"~ mruu1, or v. fto8(> rum:·neies, o•ing t o the pArticular ~ircuJniftanots 
uf the tinuo. rnjoy specU.l confidence, is going on. ThiJ ('-AlliN a 
di ... turi11Ul<'«' iu tl1c c~vort, a.s well as in tho import, mllrketa. In 
JU:lU.~Ioi lc I ll<' omtlow of gold frvrn tho oounirioo of tho gokl bloe 
conu·iiJllttd t~lwnrds <Umsing tbe fall iu the ~J)(letivc eumncle. 
tlw inUux huu thu United States has Lccomo t~ Cnti.!JO of grcBtconecrn 
1u'd hua n(•ct•lcmtt'tl the procet;i; of credit expansion. (2) 

1ftl(' JJih'cr mnrket. although having boon It~ di.t~LuriJcd th::ua 
in the>'"'""' JO:.J.I nnd 1935, still remains un.stnblc. While J>roduction 
hill furthrr incl1't'-i('(l, (3) the United Stntcs 'r~uury have rochtetd 
thdr Jllln"hn~ at home and in tho count.riee with which .-pedal 
ngrcerut'ntt h.a,-e been c.:oncluded. 

Thf mtutrt8 w-hich were not subject to monetary dii.turbante 
tr•a in1Arntd gr<"at Jittuidity. since, in order to meet oontingeocis 
and fur fin~ncia1 1"('3.&008. ~ policy of Cll8y money bu bee-n pun:ued. 
'flw low nlt('til of int<"l"('il ha,·e caused a further development. in the 
tt<-•th· ili(·~ of l'ri'Ah' ente.,lrise aud cnQbled the C:ovenunent.l t<l 

ol.ttnln ou CR3)' l<'rrns the nt'()C.!;Sary loans. 

In N(•w York 1hc official diSCOllllt nit(! of tho f•'cdeml H(!6ei'V(' 
JJorrk l r uo~J r'(•mninc,od unchttngcd at. l t per cent.. 'l'ho 8~~ly inflow or 
gold und t ire· hu·r'('fiSC' ill the Federal Public Oobt, whiCih in 1036 rote 
(rl)m :.JO·U tu 3.t·.t thousand miltion do1Jnr11:, luwo brought. nl.10ut, in 
I'IJ;ire of efforts to check it, a credit expansion in which tho elcmentl of 
inlll\tion nre not lacking. It should be noticed. however. thAt.ln the 

0 

money marke~ o ol~~ rile in the ahon..term rateo haa taken p1ac:e 
.. oppooed w a fall in the medium and loag-l«m ...... ( I ) owi"!! 
to the inveatmt-nt. of available funds in the money IJ1Ar'kct and to the 
""'ion of the Tr••·••ry in promoling the funding of the liotoli"!! d&b"-

AlBO in London tho di800unt. ra.tc hu remained unchangad. 1\11 
2%. The monthly nvemge.e of money mtee have been fairty s~~ly, 
with a. ha.rdening in ,Juno and Dooember of a. 3et\80nal nature. (2) 
(:rtxlj~ hM further oxp•ndod and month by month in tho Y"'" 1930 
the banktt' etntcnuonliJ htwu 8hown new high rooords in tho volumo of 
dcpooitM. 

On tbe other hnnd, in tho countries which formerly belo.-.gOO t.o 
l]lC SOld bloc, ~he 61111noial market, though directed toward! A policy 
or ea.sy money, wu nllected by the trend of tho e.:o::haug.,.. Mel l.ly tho 
oulflo~· ol capital. 

Tile discoun~ mto ol the &nque de France WM subject w wide 
Huctuatioru, rcAehing a maximum of 6% in May and June. with " 
minimum of 2 per cent. in the last. mon~ tho ruad:tt. "'k."A 
Huctu.lli"!! ....,.,.-di"!!ly. 

It Wl\l aJmoet tho tame in the Dutch nlAI"k~ although nJoney 
ratof!S remained tlt a conaidera.bly Jower level than in fi'mtroe; Whtt'M8 
the: SwiM market. was very slightly affected by the tnonct.ary oven~.!~ 
Arld the mtco looo•rno euier. (3) · 

The New York Stook •;xchaogc h .. been deflllitely on tho oioo : 
the improvement in ooonomio conditions, t ho high dividerl<b. Rr~d tho 
large monoy ro80urcC8 hl\vO contributed towards n JH'(Jg1'081livo ri~ 
especially in llhl\rce. 

In London tho oollnpoo of the gold bloc, by enhnnd"!! tho hopo 
of a new era of development in world trade, accelerAted tho Swek 
Excha"!!" boom which had been in progreos in the pnlOCCiing month>!. 
thanks to \be fAvOUI'ftble trend of dom.attic e<:OMrnic deveJopment.. 

The t'rench Stock Exchango wu all<eted by the unconainty 
of the economic and 6nanciAI pooition. The prioeo of home oecuritieo 
,.....,,...,.k, until thedo-nlu.otion 100k ploce. bu<.aiterthe~l-. 
• dell.nite rioing tendency oet in. tepecially in the - of "''••ll<oo 
and foreign oecuril.iea. 

U~(I) Uid fiJ ft.tT.W.•,...tt). 
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Italian ooonomy in 1036 UOtuned a porti<!ulariy natlonaln.r ..... .....,. 
thazactn. Wtll fitted for the effort. to o>-.roome obotaelea and 
diftieultiea in the way of atl<lining i"' gre&tgoRI. in tlle tim por< of 
the year, it. hAd. in the rto.alisation of the lmperilll idoa of .MUIIIOiini, 
the best. induoement. W prove il.8elf worthy of the new A.ttd widl·r 
field of endca\'our. 

'l'he eeonornfc 81ego 1\nd the hard fought. ru1d gloriously won "'Ar 
luwe CrClltcd J)()WCrfUI fo rcl'tl, indiCAting the 80undnt'68 and tiU'~ J)()!jljj. 
hilititt:~ c>( tbu C<!(UUltnio structure, which Wili not wcakeu~l but well 
lernJ>trcd. by the ~trugglo in wbi¢:h ove.ry Halian felt h..im*"lf erlgat.g(XI. 

'.l'ho Italian market. itl every branch half followed t he lhM) of 
action whie:h wu clearly .ct. finding in itael! .such financinl ~tiKI 
eoooomie J't.'«)Uf'Cetll u nu,de poe&ible th~ triumph due to the lmn-t'fy 
of the tlghtiug fore8 and to the faith and diJ!tipline of a •tn><og and 
laborious people. 

The 1-"ut:in Oovemmcnt. regulatt-<1 in C\"ef)' fk-kl. by timely 
d..._, the life of the eonntry, and the po~y Jeod<oro. aooi•t<d by 
COrJ)()rath·e and l)'lldical bodi~ were a.cth·e in the perfonn&I'Oa 

of task.! or tho bi.gh~t Vl\luc, •·hkh are still being camro uul~ MMI 
are 8peciaJialng iu the dtlicate tuk or prioe oontrol. 

&:onomio dcvclopmeru.a thufl show cwideoce of n linn 1u1d 
C008tant will, uiming, ill nccon.ll\rloo wfth the u plll.n " drawn UJl by 
tbe Ooce, ut. OIJlnblis.hiug gr1\dw\lly 11nd mctJlOdit:oUy l11e euuntry'.! 

«.'OOnom.ic stn.•otu.ro on n lmai.EJ which wiU fmaUy ensure tho gN.!t'l k"t!t; 

}J088.ible nationnl oconom.io independence. 

Sanctjona have given the most decided impttua towa.rdil the 
achievement of this plan at\d the economic life of the nation now 
proooeda within cbe framework of an org•nis:t.tiou which iiJ uo ~'f 
impoeed by apocial c:onti,ngenciet but baa bcoome OOf111AI in it.t 
development. 

In the period of anction• the aca.reity of mean~ of intema~ 
tioD&lp.yment. im.-Ja reduetion in therrupptieo of raw~ 
and gooda from ab.-1. Ho,...,ver, by utilising otocb, by ~bnreal 
altenti001, by C>Iploiting eve')' notionAl ,_.,..,., and making ... 
of agrioultutal and lndtatriJ<I by-prod•- the home manuf..,tu,... 
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·~in tnttling lht exotptional miUiary requlremon,., in additioa 
to the normal ~ of the populAtion. v.-ere able t.o m.ainta;n • 
AlmA<WI';-' "''·•1. •llhough vAriouA braochto bavo boon ..no,o~y 
bit by the thrinbge in ex:pom. 

U~t thr tirncly l'ro~-ris:ions for reducing the foreign lndebtednea 
of l•t~Unn l•iinka ni1cl for nttaiuing tho lllrgcst. llleAIUI'e of liqnidit~· 
nt. hou1e. it bnt betn J)()RSible to faoe the fln.a.ncinl Mnotlons 1md t~ 
m~t nU l ho Cl'('(lit. n<.'<.'da of the home industriee. 

tiub8('(jU('Iltly, when internMional trade WM re~Jurned.nnd through 
th(' t•urr('ury nligmnent. Italy w1'8 n.hlc to tl\kC pnrt. in the Jlrogrt'M 

which tuua I ){'t il llll'<h: in world economy. 

Sig:n.ll or hnJlfO\'rment in ioternnl conditions l\I'C in fACt viJihlt. 
nJ»I't from the monttnry factor. in the tendeney towru'tb th(': ~ 
t'flltabliJhmt~nt of ('(tnilihrium between pric:e& and eo&LI. the gmwr 
oonfkltnce in invettments, the eonsidemb1e rile in depoe.iu.. d11e 
chiefly to thr creation of flUb aavinga, the improvemr:nt. in the 
•totk mark~ the satiifactory industrial output. the devtlopmM' 
in domt'ttic traclt. and the revi,•al of tourist. lra.Rk. 

~o·-u:n ~ An int.f'l't'8ting ~t of economic event.l in tt.aly in 1936 is 
MO\\ n. "'alrMd,\' mentioned, by the trend of foreign c,rade. excluding 
trAde 'o\-.;th ltAU"n oolonies. The nl.JO\'t' trend ie a.hown by tho t.ot.AJ 
,·nluo ollmporl•. which, between 1935 and 1936. loll from 7·7 W ~·8 
thon81md million lire, nnd the value or oxport.&. whi0-h showed a 
811ltlllar £1\ll £rom 4·5 to 3·8 t,holl8t\nd million lire. At Rr&·~ elghtl cheee 
1111')' OPJ>CAr ra\•(uarahlt' figures, s inoo they ~Jhow tho.t. the .dvo.niO 
(u,ltUICC' or vi8ibiC' trodo hM been roduecd from 3•2 to 2·3 thOu81lnd 
miiUon li~. Mtnely, by abou" one-third. 

Analysing them, however. the effcc~ of etu\OtiOIV.. wbieb 
wo~ tnforotd wholly Ol' partially by the counlri .. which toOk abott! 
Ot>e·h•lf of lht lotal txpol't8, • .., apparent. Al~r tho _,,.... 
.oncludod priOI' 10 tht 18th Novtmber, 1935, had boon caniod 001

• 

hali&n txpon. to 53ncdonist. oountrite, aubloquenc. to JanuatY• 
1936, •·•re mluood to negii8ible figureL 

A• lbo Ame lime, the .... ,. requi,..meniAI o&llod fOI' latSO oupptiel 
from abi'OI\d, And for limitat~on, in other thl'n Wilt induttriet. of tbe 
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.,.ppty of foreign eu,..,noi .. reqult<d 101' I be impo<t oflht ,_.,. 
ra•• materia.ll, ln view, 100ft0Vft'0 O( the diflicuttits aod \he 
of ma.rkc:\.. di.llocation.t imJlOit'd on the ex:pol'\ indtJ.I.t.tiel ~ 

• • bl . • y 
0 

6a.l)(.U01\J.st.• ~· 1\. II AJ}p!\rtnt that & lall,"C. ac:f\·ene ball\llOO of vililJie 
trnde wu movnAble. 

The cfl'cctt of thle luud rought war on t-wo £ront.4 wero met, 
tUtd ruinimii(I(J Hrbt. lt~ the imJ)I)8ition of couut<:.r·sanctiuns, oousiJt.lng 
Of the rCpCOI o£ exi$t·tOg tradO iLgi'OOIUO-tl\3 with 8tUlCtiuni"t. OOUIItriUll 

tllld the 8"trlot. chook Oil illlJ>Ort8 from Lhnm, t hrough tho Jt.doption Of 
the lictuce ay~tttm. IJy which imports wcro reduced to 108!1 tlum IH,If 
tbcir normellcvcl. Moroovcr, tn~o w&e increased with uon.11u1ulioni.dt 
eountrie~t. in J)l•rticull\r Oerm.llny nnd the United St.at.e8. The main. 
tcnnnee of n large lnteN)han.ge of goocb with theee two cotmtrit.~ 
was an eltment. of the greMCit importance for the mtistauce or Italy 
at the time of the aanction ... 

The aetion or the 8'-te and the initiatire shown by t'Sportml 

,.-t'T'e e:ffecth·e in ~urir~. with the \<ietory in the &t:kl. the viec.ory 
ur lhe Italian people on the unetion.iic. froot. which • .,. ..-led lly 
the ~~ of ••1Cliona in the month of July. 

Jo'rom the mo111ent. trade n·egoti&tions were f'C8umt'll with funntr 
&lnctioni&t. oountrit.'l. wit11 the exc:eption of tbe U.S.S.Jt-.• which 
rc~Sult.OO in l\gretmcnt.f regulAting ItAly's trado IJy cloMin,g tt.rtl~nge· 
m~uus on n. parit-y lJMis, with a. margin in l taly"t {Kvour whenever 
old inUciJtt.'CiHC88 remalnod t.o bo ilet.tlcd. A'3 l\ r"ClJult. triulo WM 

ilmuediatcly rCfJtHUt.'<l, with con&idcmble bcJ;cfit. t.o Ul\U"n CXJ)Qrtolf, 
which received rurthCr VllluniJ(o l\86i.iJtlll'l(.'C lrotn tho 1d_ig1m1Mt. of 
tho lim. lJu}>OI'W Juwc al8o 1hown a dooided tendency to riJte. owing 
to the larger iLUOtM whioh were granted. in view or the generally 
iutpro\•ed exc.hango po8ition and a.Lso or the dCJ:irabilit.y for nolo 
curta.i.Ung frutbcr the tupply of raw matcria.ts for indlL!Jtriort otllt:!r 
than v.ar ind111trice., and. mOI'OO\'Cr. o•ing to the nectt!II'Ji.ty or Hlling 
sa .. in home •grioultural output-.. 

Tbu ai tbe end of 1ho yoal' Italy'• foreign mode boa deeidodly 
rt\·i,·OO. The ex-pal\lioo ol uporta will now dt"pe~Mito a large: e~t.ctlt 
on theimpnw~mcnc.in the wehniqueol produetion•nd tNdeorg.atU· 
stLlion. and on tbe direction ol fort"ign •-mde policy. 
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An nnfa,·Otn•hk> feoturt' affecting lhe toOOnomic polition of lbt 
rountry wu lhf' 1)001' han-Ht. du~ to adverse clint.atie eonditio.l&, of 

mOf't of the Cn1fl8· In pnrti~ular, the production of ~reaM wu 

1afTt~lt"C.I. .and tht' •ht"•t. rye. Mt-3,. b~u,lcy ar\d riefl t:rops ank to lbt 

low('"'t ''-'''t'ls of the la..oJL dt'Cfid('. llaize, how(Wt•r, gave" better yield, 

1dn(ll' rotKlitihlul in the Lt.ter pnrt of the MCf'-'•on were moro fa,·onrablt 
for iluu. c•ruJJ. '11H.' foud requirNn<'nts of the country which oooJd 
only ' ' ' •~ limill'<l r:<t('nt. l1<· 81\tisfi('(l h,\' A hu·gcr UfJO of home grown 
IM ~tUIJI ntlll potniAI('d. hud 10 be met, hy nclrlitiOill\l imJlOrts, 6t!J>ccinlly 
nf wht·!H. from ftweign countri('S., T ho Ciflv4'rnment. httve tAken attp!l 
w rdh·'''-' t ht' d illt n'f!llt nf the forme~ in t he, mOfft. ~riou4ly "lfectM 
cli~otriel•. lw JtmHting C"-"dit fucilities nnd organbJing poolx for the llle 
of 11~1'i{'uh uml Jnoduce au standllnt J)riCX'8, in ordC'r w ('08111'\'A roi!On· 

ft ltl(' n•tntiiWmlion hJ the famlC'~ for their g()()(ll, 'J,ho JKIOiiqg of 
•h{·At ••8 ml\d(• rompuiMr.\• hy lc-gi&huion. and for o1ht'r oerNl! 

,.<•hmlar:r J)IIOb "'~"-' ammged. Thr marketing of ri~ WM rtgulattd 

by lht- J-:ntt" ~aT.ionAie lti!!i. The industrilll <'1"0Jl8, parti4:ularlyht:atp. 
Ita>. and oouon. p,·e m~ satisfactory ~·i("kiJJ.. thus eontributin@: 10 

lhr twtlional rc:onorni<" indc1W!nden~. 1-... or th~ 100 ko~latlon WN 

t tultle'd for "-'1ZUllltin~ the 31"CU under eulth·Mion And for pooliiJI 
lhf' erop~ unde-r the eootrol of the appropriate corporative l:lodMs. 
The eroJ) of 11u,gnr beet. in spite of the ln.rgtr Mrcagc 110wt'd WM 

11tl.83tisfnc:tory. 

t.t'gis iAtion was also (•tt.a.cted as a r<'flult. of the very poor erop 
of olh•o uil. I'C(Iuiring thC! grading of home produced oil~t fuld rcducins 
I he C'XCi&O ~tlld irnJlOrL d ut-ies on oi1·801..'dr.. All rcgl\n:l8 win~, mt\f\8UI'tt 
wcr(' tnkcu for utilizing. iJ neccs.'~Ary, n J')()rtion of t he. tJurvha8 Hl3& 

~tLO(':k~ for tU3tiiJntion JHU'J>OSC8. At. tho tinte of the ne'" vin~e, 
the gm1~ u~K'CI for the UltulUfact ure of hou!K'hold wino wcrtl exempt«~ 
from ~xdrtc duty, and under a new l)rcc_roo-, whieh hM roocntJy bed 
APJlr'O'\'t"'C.i by tl•t· Cabinet. mC~UJUN"fl tuwe IH"t'n adopted for &he 

N"gulation lhroutWout> of wine production. 

A .,...., deportment h3S been,., up •• tho ~liniBiry of .~tCIZt 
and t•ormry for o(lricultural planning, the marketillj( of ~­
and firtAncing it. ; this affords further c'•idenec of the J»rticu~N 
intportanec •hicb the- (.:cwemment Attaeh«< tO agrieuh.uraiJ~ 

Ouring 1036 industrial Mtivity. atimulat.ed by tho .-11 of 
1111 

moment. and by the prl'88u.re of eanntio~ wu mArked. ""' ,.rrtf'lit 
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mtnlion«l, by a ~finite tende-ney toward.<s tJK.; atto•inm('nt of 1h~ 

$!1'\'ftltlit poaible- C"CCnomio iudependcoet". 

This JiM> Of AottiOJl ri'<JIIiR.'d the modification O( th(' hXh~trisJ 
J)l:mt snct o f U't'hnieal J)~. in order to !ftUrt' th~ full"'"t. ~X· 
ploitation of nl\tlom~l mM>tH'Ct.'@. which enaLJed ~rt.1in indu<~ lrit't!l 

mniuly f l f'vflt,'() In the C'KJ)Ort tmdt•. W Wf'Ct the diflleulties i fll)l()'l('t l 
hy i!1llletiOnl'. 'l' luut. f'l• rtl\in hnmches of the minin;c induiitry nnd 

t lu18t" tnAkfllS( l1 Mo4' l)r Jli'OtiUCllf or l h l' 8UiJ fOr IIU\IIUfuc luri llg f)UI'fil\tl('lt, 

n>t•rc ' ' '"•ily Nli(I'J(NI nh1o duri ng t ltc periotl «.~ f tl1c AIHUttifll\11 , lu 
ruarmrtu·turin~ g(IOd8 hJ J'c•plnoc tho90 formerly i rnpoC"1rtrd fmm niJI'(l.11l, 

'rhft Govt•rmn••rH, nssilil <'d IJy t he syndical o~:mi~tion~. ndoplt"fl 
I inwJy tiU'IIIIUI'('fll for h('lpi11)t th~ tc'C'hnjc,'l( tmn!'Ofil1'1UrtliOI1 or Jndu•1 rh• .. 

whic•h "c>J'(' not ;~ uftl<"ir••H.v d('\·etovM to mc..'t'L uiUiun!\1 ,.._....,uirNm•ulll. 
ANi~lll \\A~ t"fi-l~iftll)' dirt"CI«< 10\\"~itds the m_., .,.Jopnu.'flt. or C'OI'I 
rnininJ; and towArd~ promoting ~~ product-ion of 8~'1HhNko li•1uid 
furl. thf" uif' of , ·a.riOtJII a~uhunll prodiJ('U or lw.pmdu!'U fnr thc­
pmdoction of nSroholif' fu<'l, lh~ den>l&pnK"nt of tt'Ofl8 for thC" liltiJ .. .al 
of mw mAtc-riaflit for ma.ling cellub;t-. and the- n .. ~ of other r-.tw 

matt"ri-als. in ordf'r to ext('nd tlw production nnd u.:.e in tht trxti~ 
industries of tlAtuf"ftl And arti6cial ltaliAn tibmJ. ( l ) 

'l'hc need for nmkin.'( the fullftlt JXlMihle use of th<· indn"tri~. .. 
which 1\f'C moeL ('M("+lllinl for nl\lioall'l dclt"tteC indHCCI'I the FlUtist 
Oo\'Cmment to l~xtcnd tit-Me control LO them. With che 81Uno nhji~&. 

in view, lllCJ)IJ were u-~kcn to oxploit. nnd (:<)·ordinntc mc)re (•flt'C"th·cly 
the national ftOUI'CCf Of (Metric power. (:!) 

'J'ho well.phlnncd ro-orgnr,jsution of uatioar1tl ct'«Jnomy btlfl fo11nd 
A J)()werfut in1n rumcnt in the control of the c:rc;:ttion of nc\V lndu"trinl 
pJant And the cxpAnl!.ion of rxhlting piRnl. '!"hill tMk, which hMI 1)1..-cn 

fl) ~ tllra h&.IU... 'lfhld!. ... \-. lJl'8 """"'it'd lur- tlof npWlahM 4lf ~~~olio ..... ,__ 
~- fuav.-1111-)' I• _.._... I \ ... ~ o.rto.JIIi le.ll (.,..l)r,. ta. Al_..ta tt..a- 1 .... 1'4011 
Aa..M toll'- ea.. Ar .... !~'......a. ... ~ ~· (~),. l.lw A.dr .... » ......... 
....,.. ,~ c.,..• "•..., ~ .. s .. .....we'" ~a<.Willk- .. """c-- ~~..,.,..,...~ 

... ................................... ,_.,;....... J. Rof.& u.r- ·--~ ... ., 
, .................... ..,. ........ c..u..r Dlort:tlnl,.,..,.. ....................... t(= .. ...;w_........,... ... ,...... ................. -.,~""'1· ..... - .. ..., ... 
lWIJW'a- .c .. ~--,__... .. ___..., .... .,..... -.n- ............... _, ... 
...... -. - ., ...... ... ., ,.._. ............... - ftri .......,_._.,. -.n_,..., --'ft. ...... ~ .... ,; .... w ,..._.,-* ....... ,.,_._,....... ..... _,. ..... "" .--....,. ................ .,..,_ .. .............,. ..,_._ ,_ ... ~-., ....... . 
-..1 ..... - olllr9 ............... .r ~,,.. ~ ...... ""---~ ~ • .,...,., 
'*lt e( .......... _......,.._ t ....... ,... ~ ....t _.,...,,.-,.1· 
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•ntnut<d by the Ia• of 1003 10 a opeeial Board, hu now bem t...,.. 
ftn"td to the CorporAtiom which are more oompet-eot. to·~ 
the problfn\1 concerning each eeonomie branch of economic aethity, 

tw&. only M rtga.rda immediate requ.irementa, Lut. abto with " \'lew to 
the J)OOI!lbllitieo and nee.,..ities of the future. 

Si1lli1Miy, under the Roy"l Dceroo Law No. 1200 of the llltb 
April. 1036, nnd tho Royal Dooroe Law No. 1680 of tho lltb May, 
1036, lhc t•x-isting volunt11ry consortiutnff, 1\3 well nJol HJlOOinl l~ 

nnd insHtulior~.& which hnd IJceri set up tO rcgulnt.r CC'rtfli H brnticliet 

of )JI'O<.Iuction, ( I) were vJnood under tho control of 'he rt'8JK.'<lt i~ 
0oJ1>0rotions, eo AA to el18-urc I hat Utcir action should conform W• the 

~"'"""'' l><>licy. 
~.-o..-- 1 n the year 1 Q36 I btre was a net incmu;c of I U limilet.l Cuwpanil'l 

wilh a paid·UJl capital of itO million lire; on the 3 1at. lk«o~nhtr, 
10,363 Companito were in eml<!nte •ith • CApitol IOUIIillg #8 

thouoond million lilt'. The avenge capital of ...,h Comi""'Y il 
thu.o 2·3 nilllion li...,, whieh i! slightly higher than i~ ,.-.., at the flO! 
of 103J.(2) 

Important provi:Sons •fleeting CompaniN weft C'ru&et«< in 193& 
ftiJ>eciAlly as regards the income t.ax n81JCM:ment. the dh•i<l('nda &Dd 
1\Udi~. 

As rcgnrd• the fU!Cal provisions, the Roynl Doorec Law No. 1231 
of the 8th June, 1936. introducod a now lwlia for, tn.x 3M(.'Mmeo~ 
aubjoot to •'djustnlC'nt n<:c.:ording to tho notunl rctmlt.t. 'l'hc 81une law 
Jli"'vidcll for the t••xation of untaxed rescrvce of previous yt!t'-I'S, if 
And when <Ustrilmu:d to shnreholders, nllownnoo being nu~o forc<!rtain 
cxpendilu...,. 

ll<garding dividendi, Ute Royal Doorce l.&w No. 1744 of tbeOtlt 
Oc~ber. 1030, by whieh a progrosoive ~• on dividendo,.. .. impoo<d. 

lltn.l••~~~~• O......t..,...(-.u.J. tMtr.t.s.......-.-.~~r '! 1-:; 
""'-M~....,I.-...~o.o-..~t~r.....).•t~· 
.................. x.-....Loferbt.•A.-....~ lsal ... (~).· ·::.._~ ..... - ........... - .................. - .... -· ............ ~ ... _. ................. ......_ -

It) n. _. .,_.. ~ ....... ..,. ....... ,..,..,..,.. .-.. .._.., _.. ._ .. ... 
:"'»~-. ........ ~.,,..,._ ........... _. ...... .,~. ......... -"""*'., ........... "f'W e( ~ ......... 0. ,... ....... ..... ....... .. I.Jo)l =. .. = ............ ., ...... t'!l_ .... _ ........ ~ ... ll-
''*'"'"'.;.....~~~ -::::::-:..: .... "':.::::::.:!;~ .... --~~--.., f'O•plniea( ttJ 1IIIlllionbN)I .,...,... ..... ......,.... 
,..., .. ,,.... ........ bulle.! lltJ lire) IWid MlwldrJ «<Ilii,... ........... ). 
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baa -bliih<d freoclom in tho distribution of profiu by eom.,..i ... 
1"hc! ~ve taxa don it inlerKIOO to avoid speculativ6 ffuctul\liOIU 
in lham valueo and 10 oblige the dit<eton of timiled CompaniN 10 
refrain from tho polioy of making too lavi.&h distributioru or profha to 
"hArehokleN. 

The audit. ctum~ which were enacted by r.ho Roy" I Oooi'C!C J.aw 
No. IIW8 or the 2Jjth July, 1936. aimed at. rnakinJ{ mol'(' t•fTt'fltiw 
the control excroi80d by AuditonJ. 

.<\nother men11uro C.nAot.c<l by the Royttl D('(ln.OO r~ruv No, lft.J of 
the 4th Fchrunry, 1037, rcgulntce t he re-valuation of plant. on the 
bMiK of tho currency l\lignment., forhiW, tho tot,.r or Jl•"rtia.l dist.rlhn · 
tion of th~ J}I"())(!(.'(i8 or ~moh re-valuation. or their u~c for inerol\ .. idng 
the capital of the OompAnit"'!!. Tbe proceeds or such re-\•aluAtion 
may he tllaoed to ~·e and are not suhjeet to tlu_• pmgmtsive t.ax­

on dividendi cnforoed by Royal ~ Law No. 1744, of tht'l Gth 
OttolxT. 1936. The abo\·e meunres ue intended to tn<UII"f' ihat th.-

halanee ohm of Companito wll - he infuttnl by .................... . 
valuation of thcir &8ICte.. 

The trtnd of bank dt])OI'ita in thfo )"taT 19361l&8 I.K'f'n '"'·(Mr,.bif,, ~ 

The toU~l arnount. th~reoC roee in tbe ye.r from 6 1·5 to 6A·9 thouMnd 
million li~. Of thC! latter AtnOUnl. 8·2 tbouMnd 11\.illion lire WCM 

held by publit' Law t.mlit. hutilulions. 9-7 t hotL'Rtrw:l million ljno hy 
public law bank&. 10·6 1 hou.snnd milli.on liro by o ther joint ll tO(!k 
hanks, 19·3 thou8l\nd million lire by the ll\rger ll.'l\tinp hnnkiJ, tmd 
21·2 thou.AAnd million Ute by l he Poet Office Savings &nk. 

The import.anco of t ho rille in dcpoe_it~J lUI an index of the t'OfiiiOIIIIo 
recovory ia abown l;y t ho (t'ot. that t ho irlerea.ow hM not only Y&k(!n 
J)laoe jn the OMC of ordhl MY Mvinge bllnb ~nd t he P08t om,., Stwinu"' 

Ba.nk, but. Al.80 i n t.ho OtUJO o( the joint at.ock banJuJ. 
After a lengthy period of JJteady ahrinkAge in hus:int•. StOC'k ""''" ~ 

Exehange acth>ity revived considerably during the lMt. monthll of 
th& year 1936; the volume of transact ion& roee to thC'I SAme k>'·••l u 
that reac:hed in the nUddle of 1935 and the prioe4 of JlbamJ nw io 
n<arly double t.ho lo- quotations toucb<d in June, 1932.(1) Cl, ,...-..,.,.. ..,_- ..... .t&t. ~,.,.._-- _. ...,_ .......-. 
. ....... .o....a.. ·- .... ..,._._. , ...... l"ie- .-- ............. ....-..........,,.,.........,..._.....,._ .. ~. a.._ .. .__~_. 
_..,.__.,... .. tt. ...... """ ....... ..... - ....................... ..,. ........... 
..... - " .............. ...,._....., .... t:t-r. PI"'~-~ .......... , ... 
ill o..-.. ..... "'--- ... _. ...... -- ...... ., u. h. ......... ~ ...... ... 
..... rW ....-.. .......... ~ , ....... _ .... -~ .... ... ,.... ...... ..., 

.,......~-- .a..r ..... 
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Tho 1bo,·e ,,..nd ..,.. b100j!ht allOY• by higher inlmoal pr;... 
and in ch~ rMr of rtrt&in indu.stries, J)IU1ieularty the ttxtlle indtlStty, 
b,\' thr 1.ff'U-tr opening11 for e-xport trade M a rNult of th~ rt'pNl of 
N"llltCionA. And by the conclusion of new commtrt:ial agl't'ftltn\1. 

Mul'\"'f)\tr. thto rt"·,·nluntion of indnJStriRI plnnt ~annot. 1jlj\ d..iS:rt'prded 
M " J'li'_\'Chologicnl fr\Ctor. The influence of the progr(.lli8iv~ tu on 
4livid<·ndtt hn~J l>et•n aen.reely noticet\hle. aincc h .. WM pnrtly &C~ of 
l1y th(i rt'1X'nl of thl• limit•Hion of dividend di~ttri lmtion~e nhove &roo 

l>ivitkmlll llist rihutcd in 193ft g•wc nn IW{•rllS(O .~'i <'ld 11liglitly 
lwl•'w r;~l) lmd . in t lu, C~ll&(' of hearer sh•u•cs (owi11g to the 10% tax) 
mthC' I' lc·&~J than ·llo/o hal~ on the \'nluc or shn~ in L)ec(·mhrr of that. 
rc•£\r. ( I) On the other hnnd, the yield on Oo\•trnmcm k'Curitief 

i" JOlightl,r A00\'t' 5° 0• This is dut> to I he rNtUil'<'mt!nt. of IMt Oetol.Hf' 
of a ~h m~trgin of 2-j~.o for contan~o,oo OJ'K'rntions, in ordt'f' to rurWI 
~oJ)f'('UliUion. 

O"'in,g to 8U('b pnl\·isions, tht Amount or euh lrd~ 
h~ it'K'rt'Me'd. bcinl% mainly in ~t of Oo,·emmrnt ttCUriliee. 
•1~1 tnuMACtions in shlll"eS are •lmoet entirrly for f!On~ 

.. ul•m•nl. (2) 

In 1tai)•.M w('JI &$in ml\ny other countries. the trt1KI of whok­
~~1(' pri~ tuld of th(' cost o£ living haeshown during 1036 n tollJil,a.l\~ 
ttndcne~· to ri~:tC, which bas been mo.intRincd during the fln:1t. montbl 

or 1037. On the Italian m.arket thia tendency, which w.~ t ile outcome 

f•£ Lite ri ~C' in world priC4~$ nnd in t ho exoiH\ngc rnlCff, IJCW\Il to be 
ll iJ ti t't·~dtlo •luring the !i<."'CCnd hal£ of the ycnr 193Jl. 

(I) l'n.r..- Uw .. l Nllo~ t.he f~i*la)'Wd.tm Oc;\oemllllNI"I «lll'ltkoa.-1 .. .,. 
•"Itt! '••M ,W.I• dindffi•l i11 the laort tw~h .. lft!With. t-

.... ,. _ ...... 
.... 

:;r~ --
YWd (pw 01111.) .,._ .. - _ ... ---+"' -... 
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llttT..., !J<pl•mbtr. 1935. priorlolh•boginniogofU..AhyiOinlan 

War, and Septembtr, 1036. when prices or ~rtain commodid~ W'tft 

fixed auiJ~~eQutnt. to the alignment of the lira.. there..,.. an increa.e, 
according to th~ indj«'' of th.e Ctont"'J Statistical lnstitut~. of 7·7 
JK'r ct'nt. in whoi(IMie priee8. 9-3 JX'1' Cf!r\t. in rctait pri«W und 7•8 

TK"' Ct'llt. in lht> ooet. or lh··ing. Further rise8, or 5·6. iH5 Rnd 4 ·1 )let 

N."nt.. tCii"peCtivtly, hnvc ll\ken plnce between September, 10.:10 • .u1d 
f'obnoory. 1037. 

'('he rl.11lng tonde•loy luUJ been checked by the severo J)rioo control 
<•x('rcis<'d l•y n 8J>CQIR1 UOI\rd, which WfU!: created in Ootol.wr, JO:lli, 
nK fll'rt of t he ~<:x('Outh•o of the NaUontd Ji'naciat. Party. Thl.11 J].o.ard , 
which wa11 formed with tho object o( pre,·cnt~ng violent movcmcnl.t 

in the domeatio market a nd unjustifiable rises in the OOiir. or Jh•ing 
during the exceptional t:teriod or the Abytsinia.n War a.nd of cho 
tOOnomic ai~'f:. hM extended it.s control subsequently to All t"Omrnodi· 
ti<'8. hy virtu~ of Royal Decree Law No. li46. of the .5th Octol)ft', 
1936. 

ThiA d""""'· whieh fonD«! pan o( the legiilation -ling lh• 
tbe alignmmt of the lira. contains drastic regulati~ for avoiding: 

unjustifiable and exOfllive ri8te in prices. especially in thoee ~m· 
moditle!e and terVi«''ll wh.ieh primarily affect tho 0011'- of living, Arw:l for 

lll•fcgmuding thu-8 the purobuing power or the lira and the welfare 
of the lCMJ wcll·tO.·do olAUCe. 

'fho regu1.ntlon8 l\pply to pricee o( c:ommoditica., i.O tenUI O( All 
kinde, a.nd to 80:rvioCMJ, each group bcirlg sepan~toly oon.'lidc.rod. AA 
regnrdt oommodltlce. It i8 forbidden to !ltlll thcso at ]Uioos higher 
tlum th010 fixed by t ho Cc11t.ral Price Control BoanJ nnd by ILK tmiJ. 
ordinate Provincial I ntef • .ayndlcai.UO.rds, And. in OI\8C8 where JJriC\'4 
are oot 110 fi.xed. At. a price h.igbcr lhA..O that naling in the n\onth of 
September, 1936. tn t ha cue of rente of town bou.te~~ a.nd country 
a.t.at.ea.., no incm!Ne WN pumitt.cd for a period of two yt'4rt. and a 

simila.r limitation ap))litd al8o to che prict'8 of etrtain osaential ~ 
SU('h u water, ctectriclty. gu. tNJ~port. and freight& 

Pri<!8. ho•"'t!:vtr, have rW>t been definitdy fixed in Mety ('AM, 

aUowance ha¥1111 lJ«n made for ftadju.stmen~ due to aetnal a.nd 

unavoidablolne-ln -"'· 
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•.ntc Centnl Prit(> Control Bonn.l may, therefore. anth6ri• and 

rt'~U IJUC 811Ch adjustnwnt8 ~~ mny become neceesary, with the . 

op<·•·•Hion of the SyndicAl orgnniMtions, who examine the dtmMt~ 
for J)ri(lf revisions, which lu\VC tv be •mbmit.t.OO to t hu Cent•·al Hoard. 

A Jll'<'IH<'r <>lrunitity is pcrmiMiblc for tho.;e oommodlti~ which 

flrt' not in gcnet81 \181" or whieh may be regttrded M luxuriCl8, 1'btn 
h.u 1Jl'<"n. thc.-rt-fore. a t4"rw:lent)t to t•qualise the retuma in indllltty 
a nd oomm(."R'C·. ei~ th<' dMStk regulations eoneeming the ~ 
of ronuuodities in tooK' ~»<'f'i\1 u~ nre offd!Ct by k!uer rMrietiorw 
on th<' J')riee8 of mort' l'xpt"mh•e- rornmodities. and in Jl"ftitulu of 
thO!!(' conunoditits the irntM>rtl\tiOr\ or which from abroad is ptrmiued. 

Ln order to r:nRkr th<' 1\lJ()\'e I'CJ.!UIIltio•ll1 effecti\•e, heavy penalti~ 

h1wl~ tx>en prescribed. nnd In ccrtl\in cMCe applied to thMC guilty o( 

illt•"nl honrdinJf, nnd a ll nt.WmJlt~t to en use an artif;oi•ll shortago of 

corumudities in more g('nC'rnl uM•, hy cnmouUaging t-he-ir nature, bll\'e 

ht.-'('ll 1'1"\·Crt'IJ' J)U nishffi, 

The ordinary Bud~K·t fur the financial ye:.\r 1935-36 do!!td wiUI 

an RUual deficit of 1,5J() million Ji~. or 1,657 ntillion lire 1es.l than blld 

boro ..,unatrcl. Th~ onliooary Budget. d.,.. oo< inc:loode the •Jlii'O' 
J~riat ions for utraordinary r'('()Uireme:nt& in East. Afriu • .-tuth. in 
the C'Qltn;e of the finandl\1 year, amounted to ll ,J36·5 million~~~. (I) 

For t he present fin.Anein l ycn.r, t he e~tlimated eurplu.IJ of 00 million 

lin• i11 the ordinary Budget, iK t he n."iiult of fhumcil•l propot.\11, 
indicr\tA..'(l in the last Hcpor·t., fo r tho pu11)()Sc of incrcR.Sing rL'CtipU 

''·" 2,:}23 million lin:. thl\iuly in re8)>ect. of ~he larger yield from 
t·xeiJK: dutie6 and 1m.idnC'81 'w.x<'8 wbich wore subjoo~ t.o w~rioul 

( l )'l'htn..~~ .... Mot.\&.. _ _.._.u-n,_ .............. ... 
~'"'""" A.&,.&.OC:4nolllll " -~ 
,._ T...O----of lire) 

.......... ·='::! 
"-r.lli.IIG.l, S.. IM4 ..... .,.,..,. ~ ... 
~~IIII.),.S .. IIll .. ...- Ww ... ,..,. 

tl:.. lt:l4. .s.. ... ~ .. ,...,. ... •••• 
~"-lllr. '""" Nn- 111! ..... .... . .... 
,~..,.,.,. "'' I•H. x~ 1 ... y~AJ,..&.··· •• f..._,_ tk"- ltH. Sn.. Ul 

,., 
31....:111 tt' ltlH. S o.. 4f.8 
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adjtr:Jtment.. It A.houkl be not.«l. howeYer, thnt. aul~uetat. provi· 
~iuns. whieh were nt.~ry iu the li.J(ht. of aluwgcd t.-conomie eonili­

tionM, auUth IUJ the rochrotion in the ~to~'lo prioo of 1~trol nnd other 

minoml oil~ "flN t·hc roptt\l or " &motions •• nnd tho reduction of 

CUI'ILOtn8 dutil'tl And tho abolition of tho (1(/ oolortm dutieff after tho 

tdignmt'nt of the tiro, will r<~~ult in reducing t ile t.'l!l tim~t.t.OO addit•onal 
yield fro on tlo..., taxco.( I ) 

t)peeial 10ention should bt: made of th., "--.dju!Jlloent which is 

taking place in the aeoounts olthe State &U•..,.Y¥- for which in tho 

put )'t'Af a dl'fkit. of 900 million lil"r" had b«n nniuJAted. B)' an 

inc.rt'&lte of about. 000 million lire in rootipl4-. due w improved 

tmftic re'urn.s. tmd the reduction of 1'bou~ 300 million tiro in 

cxpenditun:. the fMMlition !!hould be balnnucd in t iro 1n~11~ yt.-ar. 

~l~llC not.. lncrt•nsc of 64-ti million lire ht CM.JM!.ntlit urc ror t ho 

fhuu\eh\1 yt~tf 1936..37. a.E~ oompl.rod with t ho provioufi firumciA-1 

yt'ftr, i.ll d ue a lmOfJt entirely t.o the intef"C8t.. on t he 5 per ccJtt-. Con· 
<l!Olidat-t'C:l l...oan. which was issued t4 1Uoe1. the gpoci.al rt'Cluirement.. 

in Eut. Afriea.. 

flrom \he above estimalCJ i&. Ul rc!UOtiAble to hope tML the 

ld\'HMI io::xch«Jucr caah position will 1.01. be &oo u nfa•otuable, 8incc. 

if oen.in ltt:nur of expellditore t:xptlnd and oti"Wn n.~nuc:s are 
curt.ail'-'<1. t here thould be larger yielc:ill from din.!o'to t.~•x.ation. businetlic 

l"xee 1u1d exciljC dutica. as t he rurult. o f irtertMed nt'uHtfl..cturiog 
•'Cth•ity through the rc,•ival Qf domctJtio ~tltd~. ril'ling pricCI5, 1'nd tlru 

fuller ~men~ vf inoomca. Moreover, (I'(Ujh ~i(Jt..'l will 1.00n•o 
from the progl"t.'88iVO tax Oil divideUdlf Of li miUXI Qomp:tni<:s, which 
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-.ill bt OJ)('tath·6 for the financial year of \be Companit~~ in brir'l( 00 
tho date of publiCfttion of the Dec...., in.stiluting the lax (Gth O.tobor, 
1tl36MII 

b)l«lal irnporumce attoebes lA> the 6"""1 reform elloct«lhy tbo 
l(oy•l l>o<roo LAw No. 1639 of <ho 7th Augun, 193il, hy whiab, 
in Addition to a requi~mcnt for the closer l\88("&uuent.. of inoomCIJ and 
or t rrmsf<'l'll or car)ital, in order to ensure a more t'(tlli W\IJie diHtrilmtion 
or the filtl' " ' uhnrg~. tho whole system i.8 •'<ijmttod 0 1) Corporath•e 
linN nnd tho Syndi~\tes have to eo-op('rl\tc with t ho H-4wcmue 
;\ut hol'il i\!3, Acoordingly . incomes 1\I'C I'-Mt'83cd in l ite light or the 
iutlividunl'• oc.-cupntion, ba.sed on t ho :wcrnge ye~"IY Income tl\rnt'(l 
by J>tntOibJ ~ngngcd in each Corporntjvc activit-y. '('ho ll\w CIUJJOY.1lf1 

IOt'al ~MI to estaLiis.h. in oollnOOmtion with the Syndic"( IJOdibl. 
mllrorm etandartb of t\.SSC'$5meot subject.. to individual ftucluationi 
VncJt., the new ord~r it will be poea:ible. thtrefore. on the one h&od 
to t h«k t'n&:ion and to IJRM!6S incom<'8 and tn.fl8fena of e3JH14l with 
gi'Mt("f' t'xaclitud~. and, on the other, the taxpayer will not be liable 
to unjun.f.ab1e ~enta by the Revenue Authorili~. 

)IOft'O\'t"r, hy requiring all taxpayers to ew.tablilh a dominie 
fVI' tuation aa "ell l\8 for civil PUI'JXI8C8 &1~d by ectting up a fitcal 
J'('gi..atcr. on wMch t.he oamea not. ooly of the ao&.ual but. sl80 potenti•l 
ll.lXJ>AYC!nl ArO intcribcd, tl better basis for fi8cal iu<tulry 1\nd fur the 
IUIO~J'tft inment. of ~tcl.ual ta x-paying capacity lu~ IJCt!_U en1turOO.(~) 

'l'hc Citimnl.4.'8 for t he fina u<;ial year 1937-38 include fill in<'I\.'MC 
uf ,nlJoul. 3,000 million lirc io expoll(Ut urcns cumJ){I.rt.'<l with thGJH'CYiCmll 
ycnr. or tllilli I~IUOunt. over 1,200 million Lire. uru ncoounwd fur Ly 
t l1c Ul'W J>ermanent. chargct~ for orgal'li!Jing l\11\1 dcvcluJ)ing the 
H·rritori('8 lu llftUan foM~ Africa, cha rgc..'IJ which incrcaac fourfokl the 
4.'.\J»Cnditure of t he.Col.onial Office. l-Urtber, au iucroo80 in expcnditu~ 
vt D-•t million lire falb upon the t 'inaoce Ministry, chiefly in l't'lfptcl 
ol additional intffl'St on Public Debt. '!'he armament.~ prosnuulllt, .. , ...... ,"7~---~- ..... " 1HJ'.,.,__.,.. =-~---................... '11( ...... . . : . .... .. ............. "' ..... _ .... t • ._.,. , • • __ ). __ ~_,_....,... "' 
IH ....... j, ....,,_.._.,..,...._...,.'-I lew lM S• "J"(U-f .... ~Mo). .....,.wb ., ........ ...,.....,. ~tt ..... £..). ..... _. .... ~ ...... ~, .......... ... ._.,....,. .. , .. s.a-. .._._. ~ .. ~.. (If ....... ,. :::::.:!".;:;:-...._._ .. ,.,. ~ .. ......, r..w s.:-.w ,_ Orlkoe ~ ........... .: : 

ttl~ floor.~,.....,...-- -'-illlloo ... v(tlle_-.1.....,~· ....... ..... ~ ...... ~ ...... lfl!ll ~ dutb. 

f't'IIC.-'t*-lly for lbe Navy and the Air l''oroe, •·hleb. " 'N I~C.t.«< tw 
the int4:rn.ad01lAl &~tuation, hu brought. the total of onlill"t)' eXJ)Ctl• 

diturc on the antled foroet. from 4.800 to 5..500 million Urr. 

A net inCl"'(..MC of rc«illt4 of 2-8,; million lire is etrtimatOO, W$ c.•mu· 
J'IU"t'C.I l\ ith t ho fi r ianei~t1 year l936-3 i . ehkH.\· on ACOOunt of tbc.1 
t'x-tnwrdhlftry re.ol {'HtAlO duty Rnd of the increase. on" oon8Cr'''~1h•c.1 
c1tlcull\tiou. uf certAin lt-cnu of re\rc1mo IW\8Cd on 1hcir JU't•·nt ~~~C' ltl 
t'lnd on t he vi!fible 11igm1 of grtL<-hu\1 rt'<:ove.ry. 

ln ord4.•r t.o 1noot. t ho expenditure rt'quin'tl for Etupirc dcvclotJ: ,~, , i.,Atot 1 ....... 
Ill'-'"" nml for further defence rt't juircm.cnu. renl t.'Eitntc hnK ht't' tt cnlk·d 
un to nu~kc itt~ contribut iOrl. 8inoc. il1though to 14Qmc extent. nlT4.'\ltl'tl 
IJ~' the crisis. it. now enjoys betWr conditioos and benditlll (rum the 
c;,mK.•quencee of t he curft"ncy alignment. ·rhe Royal lkocn._'C Ww No. 
1743. of the- Gth Oetobtt'. 1936. authoristd the L!ssue uf n 51K"r ttnt. 
n:d~mab~ lt*n. to he 1)1\id off in :!3 yea.nJ by dm•·irtg~~. btg:Uuring 
frolll the bl.JanuAry.J938, Q-.·nft'iOfrteJ~·ate, with ft_.t,.oepli1J.IL"­
A.rt ~1uiml tcJ aut.cril~ to the loon for an amount e•1u•l to G I"" 
('('Itt. of tht~ \'alue of th~ JWOPfr1Y o•utd~ wbieh ill c.-aleu.laud. afk'r 
deducting txistiug mongag""' on the basis o! the rateaiOO .\-.luc 
~in 1936. Thtcy n~ al:lo IUt.hlc to a spet:&Al duty for A J~MOd of 
25 years, whi~h ill fix~"CJ at tho m te of 3·,j() ptr rniJie of tb(' \•a luc 

~a~allove:. 

1'hc I CM~n luu. l>een IKt Arr~mgcd :us to ensure n. J.~rft."Cl n•ln~iun 
!,ct.wt"<'ll t he 1\0IIUiil yieltl or the ~Jpt-'Cilll dut,y and t he IHIIU N.'<&llll"l..'d 
b,v tho ~xche<aucr for meeting tho intcro.t nnd $inking fund ou t,'utt.. 
pnrt. of t he lo(tu to which 1mbscription is ootnJJUisory. IIUIIIIXIut t<! 
1'\'ut~lon of the duty nu~y he Ml'Ou~l by n CMh J.h.'l,)'JUCIIt. of ~ IJICr 
wnt. of the tunount to be 1111t.strihcd. while, sui.Jeequc•ntly. I'Ctllllll!lloll 

can be obta•incd at a ny moment. by surrendering tht bor:KLJ. Luunc· 
diAte n."tlemptioo hu undoubted &dvantai,'t.'l'll (or the la.'< •P">~r. 
both ~tute it r«<uON 001uiderRbly the total burden of lht duty 
and bteaWit' the value of the propeny is autoJllatically higher. 

Thia upe...tion hu beclt farilitatcd by th~ authorily gin'f1 tu all 
hank• to allow ach•aocce agaimt the nc• · boncb up to "? JlC'I' ~nl. 

, , I 1. • 1 10 ~ t't'tlt of thnr ll\·.ulaiJI<~• of tht>ir face' \'~tluc- •·atlun 1 u• mul!l o r· • 
' , • hC! IJanea d'ltelia to grant on hutd.!t; and by IlK' atnhonl~· gJ\·tn tot 
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~wu~nhnn"tl(h·atM't'IStootheri.Nt.nb (t.~ 1,_ 
I 

. . . ,_.,1\A ht• IO trw- .L. 
At('' Ml\' lulcc-s ~ 1ll not le&d to a hea,.-y iue~ · h . -..-·-

I I 
. IU t ~ ~.rtUlatioft ol 

nut\'11. .01 a ow:mg w the liquidity of the bll k. nd 
1nttilahk- for thNC J'C"qHirementa. 

11 
a to th~ fatilitiel 

On t II(' ''th<'r hand. the banks wltich luw•·"' • ~ "" !CCI\'"' ~U(•b ac:J-... -
UIIll'ot n.·mt·mlx·r that. their rep~ayuumt. must. 1 ~ ·• ·-....-uo • • , J<l lll""O Jl!U1 1 y 000 of 
l'M"ttn,g iiA\'UljtJJ twd part ly out of fres.h 81"•iJu,1 nn 1 II 1 . I I' . . 'f) ' ( IIH. t 10:1'\'(0f'e 
Ill lit ( t1 tun W the sums which t heir cu8t.o n • - ' II 1 ' • 1 _ 1 Cl"lf we K' gradually 
f\•pnymp, •1 tt-y will 1\IStl luwu to set nt~ ido n ocrti,in p!wllon or t • 
fuud~t "\'1ulnhle f•·om other sources. he 

Tht· numcrotUI uwnt·rlS of prop('rty v"lucd nt. l<'tllf thlul 10,001 
lin.• Ml' (·~Nnptf'd from compulsory ;mht~edpt ion. 'l'hulf., the amaO 
Lmd O\\ nc.-r hM not heen made tiaLlc for '" cluuogc whieh he w-ould 
luwl' fouutl \' t'ry lm.rdeusumc. 

0\\ m~ to the e.M'mplioruJ • hich luwe l~t--en aii•J'At'CI and &o 

thr ~~~~ of the- \·aluaticm. the M·<'ra~ yitld of the IMn tbould be 
f'U1~tantudJy ~ than .;j per CleOl. Of tho tolfiJ Value Of dte prin~ 
noal t"'-tat<' in t he country. 

'llw llAtK'A d' h alia is oontributing w~·ardlt the ~~ of tbe 
•J)I('fntiuu not only b.~· making ad'•nnct•8 to l~nka withoot. the 
lll'<'t"'-'"llr" nu--a t~ I ut I t t t· · · • u ~ JY ena J 111g ttM looal braneiiN (.() mAke 
dln; t utlwuwc~ in c . ·I 1 dSCS '~ 1cre Lac loonl bnnk~ ~arc urlAIJ l~ to rnee~ 
tltl' •h·lnrl!ldM nf thc.'ir customcrw. 

1'tt '"'(''''' u, n~ist • •t " • • 
I 

Ill ~ w •Hm nctng of the gcru.•rf'l lnnd n-ulnniAtJOill 
~· lt'lllf' 1lu• 'l'n;· Ul 1 1 • 

1 
~ 1 ur,\• ms .1t.'Cn empowered hy t ho Hoynl l)ocrtoe LAw 

:\co, !~.n of tho 19th n.. · ·- . . _ ..... 1 1 ' U'\."'CC!nJU\:r. 1936, to ~uc lfJ)(.'CIItl rtgtttcrno 
.11111• '( l'ldlt"'l "('re<f"t. C 'f' • " 

II 
. ' crt• t(:atcs for 1-'imu\cing _lAnd lk'CJ .. matton. 

.~ 111(".1 ll"i Hf t ht'Se I lA h . • L will 1 II IOI\( t osc entrmJlt"C:J Wllh rcclanuauon worro 
14' A 1 ,. h1 markc•t witt di • . . · L~ . 10ut fficult.y the anmutu."ii owmg to tn~ll 

>t~ l• Stnte t'4mtrilmtion.( I) 

ll~n. .-....... ... -.............. ~ ...... tt.":! ..... --. ............ ....... .....,.." ...... .., 0.: --............ .., ... ....._._ct..,_ ... .,.....Wdlu.•• ._. ..... .._ ...... .., c:'D:..:!-7 ~. Y.w tile.,_. .. -·fill W ,_, ttl1 .. n,......... ....... lilt I ..... .....,_,.. 11117, M ....... .... 
---.~- ........ ,.-~--,_..hew ...... l ......... .~ .-.: ..... ,. 
..... "'-- ....... a.. c... -- ,_ -. tt.t.r. uu..u.. Milll ............... ,.,-

""'1-.L .... --- ..... ttlwt..;ta tlle7 ...;.y .. "" ................. ~ 
.... M ..._.If, W ~ --...:e ~-~ &o taa. 4IW'I' ..... ~ ... ,.::; .. -l ......... _, :--o...- u..ir ~ ~ ............ ~ ............. .. -· 

1lte put )"tar wu of ex-eeptional imporunce whb reg•rtl ton.,._., )ol.tUoa 

tht" defence of the lin.. in view or the complu eeooomio and financlal 
problom> whi<h aroot. Th- "- eol<td. tbanb to the ~I 
organ&Mtion• alreftdy in uittenct', for a ooD~Jiderabl~ limt. 

The Under Secretary of Stat.e for Tnlde aod Exeh1mgt•8., M " 

n.'iuJt o f tho extension of hi.ll functions. wM in " poAition to rcgub't~ 
t "" ly'~t trade rel~t~lonA with o ther ooontrieil, atnd und('r the Hoytd 
Dt.>crrc t.n.w No. I l SI or the 8th June. ) 936. h.is j tu·illdic:Liun Wl'­

("xt<'lld(.'<.i to ltl\linn Jf:Mt.. Africn. 

The NatiOnAl lnstit.ute o f Exc:lu\nge. hav-ing been in its turn 
com•t.•rted into an executive orgnn of t he 'Onder SecretAry. wM tin.1tlly 
rrorganited Hnder Ike!~ of lhe Finance Minister, w~tcd t ile 4th 
Mtuth. and the !!3rd ,June, 1036, by whi~h ite functions were 
oonfirnied u the eole tontroller of foreign c.xeb3~ and ~~:okl. u 
•'f'll u adminiatmt()r, on I:M!tu.U of the Treasury. of r0f"ei¥n cr•t'tLLII 
and securitiee 1ubjtt'L to rtquiliition. [n the C!OUJ'8Il" of tb'- rt· 
organ.iatioo tb~ Cornrniuee of the lnstitute WM di.s!olved and il.tl 
fU001. iolll ... -ere t ... ntfened to • new Bo6rd. while a new Tec:hnieal 
Committet wueet up. JM'8kltd onr by the Go-YemoT of the Banea 
d'lt&lia~ f04' txamining the de:mancb for ex60ption and all 
OOlltf'O\' t':tliAI rntt.tt~t'l COUC('rning Lhe compuOOry handing 0\"t'f of 
foreign tl'tdit.J and 8CCuritiee. 

The task of enforein~t t he foreign exehtmgc rl"gulsuion~t oontit&u<.od 
-to b(' ('ntmsted, on t he t.("Chniolll side, to tbc lr\8pt'Clomtc fur 
Exch1u1go OpcraUon8 of t ho Jl.fUlC&. d ' f t.alia. The lntlN hM ni*J l.lt.'t'n 
conccrm."C:l with tho cnrrying out of the Royal l)t.'Cree 1-.A:LW ~o. 1014 
of ~be 28th Augu-At, 10:}5, by which t he handing over to thu ln~t&ituW 
of foreign cn:d.ltAJ *'"d roroign or Italian seeurit-i<'S i!lttu(.-d alirO!M-i 
WM uu1.du compul.ttory. The lnspecwrnte hna recch·ed nlt(,grthr·r 
about. 70,000 de<"lnrationlt and has tent ou\ over i4.000 dem1uML..., 

The rtguladOM for the handing O\'er of foreign IURI(l&li • ·en! 
complet.ed by the Royal Ore~ Law ~o. 1631 of the 'hh Au~u''· 
1936, • ·hie.h roquirtd Corporal-ions or penon~ of halian uattou.hty 
o•rUng fOftign crtdiu M at<"Urities. of whieb they had OC)CIIe into 
~on s(tt.T the 28th AuguR-. 1935. to ~U.J"rt:oder them at. turnout. 
,.., .. and priceo. Sul-u•rnly, by the Royal Otc""' Law Xo. 1197 

Regraded Uclassified



or the 28th Deoember, 1006, i~ - deemed d .. irable ~· •• 
from the oblig~ti?n of &\~rrend,ering •n~cb Meete ltaliAn chiurue•:: 
wtrc rc-e6tabh6lung thetr ret•dtmcc Ill [ t&Jy or foroign~nt hA 1 
1\Ct!Hirol:l ltnlian citirt.eJUlhip nfk'r t.ho 8th January, 1937 a nd vi\~IJ 
Jtnlinns rt.'6iding in Holy J~ing foreign securities r~ch•(l(l .10 

dowry or inherited from foreignert. "" 
lloJWYcr. sinoe the AlignntC:Jlt. of the lira. required an adjustmen~~o 

of the exchange ra~ in the C84le of foreign credita and aecuritiet 
atoll due lor ..,rrender under the Royol Decree LAw No. 1814 or tbe 
28th Aooguot, 19;15. the above o..,...., provided thai., u lrom lho 
6th O.tober, 1936, the eurren~ ,.tc ol exehaoge obould apply. 

~lnally. in order to AMi.lt. in the recovery of foreign tr .. de 
~lataonl', the same Decree allowed cornmcroial companiet, C:OtJ)C)ra· 

horus ".nd finns.. th~ $COpe of w~oec n~tivities wa.s mainly in fol't'ign 
oountnt'8. to n\Amt1un ncc:ount. m fore.Lgn cttrroncles and uac for 'heir 
owu trflde requirement~ foreign Lnh\neea or prooecds of rorcign 
8t'CUritiCK, fron\ the 8\lri'Cildt.•r of which to t he ("rtatitulO they lu~l 

lx'<·n excm,,ted. 
With tlle same o bjN't. the rtoyfl.l J)ocr(.'C lAw No. l or tho l ith 

Jemuary. l93i~ h.as e~tehlish«< A I,YI!Il<'-m for enAbling e . .xpof'U'ol"f 1.0 

rt'Ot'l,.~ ad,·anees from the bftnkt on eu.ms due to them h 'Orn fortign 

countnes. to be «·'lll«< under clearing amu.gem.eote. 
In the put. year, progrtW h.N been made---either in rKlf"iUo] 

cou~ o1 events or through Kpt!C:l&l agreements eooc:tluded wuh dse 
varaous rountri~in thllwirllJ the fnncn tire balanc8 owned by 
loreigro holden, which hod been bloeked under the Dooree or tbe 
lUth November, 1!)35, in tho eo-called •• old lire ac<.-ountt." 
)lurt.'O\'Cr, M from tho I st. Ooo:cml;cr, 1036, foreigners and rC~t:idcmw 
nhrood hnve. hren entitled to open wit.h t.be banks who fli'O 11gen1t 

for tho l n!S·lltute or which work undc.r t-ho auspices o f tho Oenca 
d' ltalia, . " free accouu\4" in lire or foreign currene.iee, which are 
not. IIUbJCCl to any restrietiorut whllt.eocver. either for payn)Cntt 
in h&ly or for the oonvtmdon of the lire inW ot-her cunoenoierl.( I ) , .... ,....__... .. _, ~ ......... ., .... ........,_ 

t-J a....'- • ......,.~,......__.,.- -...k ..... , ... ~ .................. . 
.... .._._ ., lhft. ................ _,_.,. ..-d. .., ........ ., ... 
...-.~_.._...._...._.a.-dl 

..,. "----~ .... "".......,. riplot ...... ""..,..,.._..,,_.,,_..,. 
......,... tuty ; 

Itt "-'t*- (II~ 1a 1- or,....~ .,....,. a. ...... fill...­..,.._, 
(/) ,......._.. --_IIJol .. ,.. ... b)' ...... ;. \lf'II'MU C.. .;U~ouA ....... ~..~ ..,......., 
tJot ~~"" ia (orelp Olln"'ftf'"" t......rlflftlblt a.broltd. -..u~ tty, .. SMIOft-t 

ltMmu~A:to( Ec~ 1 
141 ~'*' C!nt.n 41( ""'Yflll'llll (if ~,. ~ d,.wft _, ~ ftoM IIOCOfllllll 

Ill "-"te, '" ~'~'~~PM'~ or lmpo,_ tro..- ~nlrifl w'llf whkb ~~ Wf'llll=~ 
t;;,.;:!~'.' r"""" _...,Se« 10 ,..w ~~•.on-""" or \he :oo .. l~ •~ .,.. 

'Mle NationaJ lmJtitute or Exchange. in Agt'lleUlCnt. with the 

Tn.spcotont.ta for t he Defence of Savings. and the OrMting or Credit. 
FM.ilitiCI, hu given instructionK conceming: the Mtcs of intoreat 
to he "lloWO<I on Kuoh aooountt, And t ho u&o to "'hich t ho fllflds 

tht•·rcin dOJlOtlitod 11\B.y be put. 
At • ho MIUO time, forcigneN l\nd midenLiJ abi'Oild hllvC rt.bo l )()ell 

entitJNI to open •• free depob;te" in which forcigu u well M f t&liA.n 
8Ceurit~ ntay be hrld. provided that. the&e Am purchll'M!d by Dl01\n.4 
of a ~·mittance in a fredy tn.nsferabk! (~~s;n CU.rftflC'y. 01' by uJing 
balanc:ft held in. urree aeooun"-" 

In aocordanee with precedent. the f'inanc . ..., lUni5ter hai been 

autho~ to iMue t to 3-year Tree.tnry Urll!l in forclgn eurrenci'-"t. 

to be pl11o0t'd abi"'lld~ The above 8ill8.. according to the lfinisterial 

Decree of the 6th Mnreb. 1937. may be i&~uNI In Uuiwd States dollllnl. 
11terling. Swi.lt8 frtUl e&, Frcneh fmnc:s. guilder~. 1md SW(.'di.sh kronor. 

lloroover, hl order to inore.MC tho ~lpl-IIJ frQlll t ho irwisiblo 

item te)lrQIIC:nL~<d by visitora to the countr,\', t ho R.oyAl Dooroo L~w 
No • .-to, of tho 20th MArch~ 1936. nuthori.80<1t.hc NaUon"'l Jn~tiua t.O 
of ExchtU\h"C to issue spooit\-1 Tourist l J"tU"nt of Credit. Ordalll for 
ptt)'lll<'n\. for ReimbunM.":ment of Tourist. &-n•icee and Tourist Clloqucs, 
llC)ft·traJ\IIerable. draW"n in lite upon the ln§t.itute iwlf. for dcfi,~ery 
againot paymen• in fr<dy tnUOSieralole fomg~o ..,..,..... 

n.e errvice of lhe is8ue or TourisL Jtc.c.cr. or crcdil. and cheqUM 
abro.d wu entrusted to banb atMI touring agtnciaJ. while the 

regulation of 'he opentions was entntJ.ted to t!pcc:ially authorised 

bankl and Agcnll in Italy • . 
T11c NMionJ~l ln!Jtituto of Exelumgc fixiYI. with t ho l'pprovrtl 

of t he trinnnO(} Mini8ter the rBtea ror TouriJI·L Lire. Tht'SIC wcro 
Originally fixed 1\t n diltCO:lDt o£ l\boUt 26 per \.'01\b., M oomp3rod with 
the ofllc.iol rl'tt, wbilo. after tbf:' r\LI.gnuu~_nt. of Lhc lirtt. there h"" l~n 
a margin in ft.vou.r of the Tourltt LiNL. of A00ut. G' per oe:nt... whu:h 

hao ,_.ntly been rai8ed w abou• 10 JO"f oen~. 
AJ>PIOIH"ia&.e regulationS ba,·t 6,xc.od tho daily m.uimuro aroouns. 

oiTouriot Lire wbklo eaeh peroon may uoo (I) and tbo Jl"""'d•"' for 
the m.expo,....lioo o1 lloe uowoed Touriot eloeq""' and Jette,. ol 

emlil, ...... u .. of UOO!p<Ot lin!.(2) ...... 
tltn.t .._._ ._.._.,__..._,._,_..,.h;-: .. sSH'rf'l'tY;__.. 

•- ......a to lOt .. ,_....-.. ... _ .... :rr.:. ~ _....,.. ~ ,...._,., JW. 
Alllwvhi • .....,.,.._, or t6 IH lh ~ 
t:he *- u.IW .... ,..,a.d .. H0. J00 ~ S$t W. ...... lwty. ..,..- tM ........... ill ,.-.,. 

(J) lt.ol.._ ot-.riK ~ttwnol C'..-dil-_.....,..~..,. whi-h. 111 ,....._,., 1tn, 

C!ll,_._ c;( -~~ I!U- wil~~ .... llinlil .. • ttl ~~.:-~!":'=~'""' o(ol I* -l.'"' ~ 
• .,. f'.u..IIO 1,300 1.._ .._, t'-'t .,II .... ,..... ._ 
COI,.I.,.._IUI_._ 

Regraded Uclassified



On the other hand. h hu pro\'ed nec~ry to rett • M 
~tu.rn to hal\' of Italian currency and bank notes and la'm ::'" • 

1
. • • · · ..... , ,untlft 

of ••II kmds. nnd ~f ooupon11 ~hereof. r~htl4. under n. DoorC<! of t~ 
25th Muy •. 1936, 1t. wAS forb•ddun to mtroduoe from nbroud into 
h nly. lttduu1 cu11't'llCY or hnuk notes by mAll. or to introduoo lira 
&t'CuritiCII or coupons in nny other form l·han by a mail ~mlut~ 
to the Banea d'h ali.a or tO one of the lmnks who are agentAI for c: 

Institute. )Joreo~"'· tnvellet"' we~ forbidden to export. or impon. 
more than a. OHUm amount of h alum currency either in tht fona 

of notes or coins.( I) 

At the same timt.•. the lnfflitute granted ~ter fACilitk'l for 

the 1mppl~, of foreign curffncit"tt to thoee who h~tve to tnwcl abn)(l(l. 

(2) 

~ L~~'!""''' ... ut An e \'ent of pAramount iiHJ)Ort .. ulee in 1930 wa8 t ht' JH'oviaion 
of the lwyal Decn:'<l 1-.w No. 1745 of t he 5t h Oetober, 19311, by wbioh 
llao gold oonlent of I he lirn w .. reduced from 0·079111 1~ O·Ol611 

gramm~ fine. 

As alnwly mentiOIM!d. tht abov~ JWO'i.Bioo waa due to 11101ttlll)' 
t\"C'fll8 and to the lftn(J of th~ markets in recent yeant:. 

ln t he yetuw 1927-28. by the alabiliwntion of t he t.wo lead.illg 

Latin e u ri'(' I\Oie!tf, the veriod of monet.l'ry uuc.."Crt.l, int.y foUc:twing the 

WM i!JOCntotl '"' lUl end ; but world ooonon:t.y hnd nut &hAken off 
th" ofTcct1 of the previous general in fbuion of onrrenoics •nd Grodit-. 

't'he tXJ)IU,~tion of p!lJ>er money had lUI effoo.l- on im·C!IhD('nt.s 

and pul"('buing J>OWC.r, causing a rise in •·01id gokl pri~ to about 

00 Jlf'f' C!ent~ above the pre-""'" ltwel. The cri~Ls which NUne in the 
autumn of Utlil. and sublfequent. de,•floprnenlif Mo-.'ed the artificial 
uann·e of "bat had appeared to be a pc;lllition of natural equiliOrium. 

•rJte f&ll in prices. the slowing c.lo._,, of economie ac-tivity and 

the dillicmltic. in the way of intcn uuion.nl tnu;le, gM'ft ri.~~e W pruhlem-. 
of the m~intcn~ncc or outlets for export tr1~lc. of pr~rving t he 
t•arning CAJli\Oi t.y of b usined8 cnterpri~, nnd of f\.'((uc:iug t ho growing 

hurdcn of indcbtednetS~J. Owing W HlC80 dlflioulti('lj the r.wo grt'JLl 

English·l'pcaking oountries wero forced, in I 031 fUld 103!•, reRJ>OOtively. 
to a1:m•tdon the gold paritica of their currenti~. IUJ' ' 'Y other oount.riCll 

follo~ ing au it.. 

F\lrther timilar problems had to be I!Oivcd in tboso couo\f"ins 
•hi<:h had ~lllAintd faithful to gold and •h•ch found theoweh·eti 

plaotd in a partic-ulArly diAd,·ant·agootut poeltlon owing to the uend 

of priete and the dieloc;ation of internationnl tnwlr.largely dominated 

by the countriee with a d ep recinted cufftJtcy. 

·oue coneidcrllUon should lie g:ivc11 lo chc foot du•t.. tmdo 
relation~:~ nro moro dc{M:mdcnt upon thl• ilt*'hllit.y In priet'6 juttl 

cxohnugc rtLt.oe t hau upon t ho II'Lilbility of che currency·,. gold 
oont~m .. llnd it may I>B Mid, ill fact.. thl't.. the IJU,biliiy of t11o gold 
eont.cmt. of a currency is onJy im]>Urt&nt. btcau~U i\. ex-JJrt'8861!1 &mply 
and approxhnatt:ly the ba.sisof the• t.abili\.y of that currellCy. ~ 
in oommoditic!ol and in other currt'ntiC!JI. 'l'blt was the exptrience 
of lon.g pt'rioda of economic nonn:dily. during • hich cbe \-alue o·f 

eumno::ift moved vr:.ry •lightly. 

But. if. ln thoee daya of limited flu<:Luacion.tt in pri~ ~Kl of 

norm~tl tl'ft,(le rciMions oontidenoe in t he gold At.lu~tltud wu c<H"URiit tnt. 

with the at-ability of int.enml und inwrn~ttonal lrndo rcb•tiom•. 

nftcr tho rnll uf t he J»>Wld, 11nd IJliU moro,~hcr t ho f11H of the dollar, 
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there it no tiQul.t that the Lradition.al ronditiout att.nt:hcd w find 
~ld tolll('11t cum·neies \CaS broken. 

• Fvr aOOut fin· . .):Cft,g Ll~e value o( ~ld hl'-$ awihly ,,1,~i&kd 
ut term.11 o£ wmruodttt«* nnd at has hecome rn~t.. unstable M a UK-'6!1 

O( \'~tiU\'8. 'l'he purclul.ISillg pOwt•r Of CUrrt"neieH with n tix~l ; 
\!OUll•nt lttl3 lnel't'nsed Jmd t hi6 "IJIIt'\."t'intion of I.UI'(lh.lUJin.g JJO•·er 
i ll h•rm.S u( CUIIIIIIOditics has, lUJ the rHult. of duvt•luMion of oth('r 
cum.•n<lil~. led to n ri.ac· in t heir excha nge "'t&J. 

11'11 ... prm·i~ion or the Jlth Octobt!r. hy which tho gold ountcnt 
of the lim Wl'-8 rt'<htc<•d by -10·04 per cent., n.>·ll8ll\tJII8h08 the l'<(Ulli· 

l•rium which cxit!trd at tho time of the )U'(•viou,. ;;tA.I;ili~lUion. both 
itl the r<'litlion het"("'t'H Ute lira and oth<"r cum·ocit':tf 1md bc.1.Wl'('n 
inltonllll nnd wurkl pric.-e lcYels. 

In fl,t'l. un the ne•' gokl ha.siiS, tlw dntnl)'C in home prK.ft; u 

('(JIUJ•n-d 'Wollh lht> ~--...ar 192-8. exp~l in loJ,rokl. Lt in ciOI!K' ronformitr 
.,,h the •n-cmgt> chAnges whk:h hfWC taken pi~ iu d~ bcliDi 
furrign rnarkns. Thu:s. the handicap on h .. tian t'.\iporlm ..tao 
wrre atltett'd t.y the fact tbnt the fall in intenml gold J,ri«''lf dwing 

n."Ct"flt Yl'lt.n: hnd Leen mueh zunaJier than in the couutriCtJ whtre 

('urren~y dt-J)J't'eiation had ta ken pLtoe haa Leen rliminat«Ul) 

!tlort'O\'C:r, t he alignment. of the lir1t Ahoultl considerohly improve the 
yh:ld from ltnlittn shipping freight6 and from rcruit.LRnet"JJ of (t.lliana 
nhru{u.lt hoth in lire nnd in foreign currcncie8, itcru, which 1u•e of 

grcnt. hnporttmcc for h u.ly 'a balance or pa.ymontd. 

'l'h~· bJM...'Ciol ouuditions under whieh [Jto ndjusteuenL of tho gold 
~UIIh'IIL or lhC! lira hilS taken JJhWC rshoultJ 1\0t, however. lower Cbe 

mt.ernAI 4111d extt·n•ul purolu.s:ing J)QWCr in term!t of c:omutoditiM 
And c>'(chan,:c ratt.'lf of the eurrcnoy below t ho levels 001rufpc>ndill8 
lv tl.c JK•riud wbie.h immediately foUowed tho J)rcviout sW.lnlisadoo. 
.\l ,,,.. IJm~<"lll gokl lllie<s lhe purchasing ,.,~..., ol lhc ,,. .. lito 

~'et"•(ls hy 0\'('t 30 per emt. the pu.rehuing poYfCt ol the Ura uf um­
ln I'WJ!ftt- C1f t'Oillmoditietl of intematloual uiC. 

,.,.,.!!.!.!: , .. I""'! ....,..._. _.... ,..,.,. '-- "........._ __., ... w ~ 
ll,......., '::-r·s.w.,..~-· .... ·~~- ... --
,_.-..,.,':tJ';.."';:..~-~~-· ........ "'~· .... - ..................... .._-:._. 
•-.....:.tltd ........... vt ... -:.~ ';;~ -~ ,.,.. ........ ,......... 
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In the domfl'lie market the ri8e O\--er tJae 19'!7 lt'\"f'l iM nlQft' tlum 
:!::; ptT cent. in thf' t"Mit of wh~le pri<"t:: and about 20 pr-r t'('t\l, for 
rt'lAil prie8. 1'h('"te il thml a eonsklerable margin for the int,•itable 

arfju.-stment of J)rict'll within the limit. of thtl; purOOuiug poW\"1' o( tho 
1927 liM. HoWC\'l'r. the position needs to be c•u·efully w~tU'hcd, 10 

th~tt rising world priect or the eoutfte of local evetlt.s m"y not rOOucl• 
too nmc.h or too CJUif'kly t he above u1argin. 'l'hc currency. which. 
by \tirtUC n( thO M• ri(!t. COI\~f'QI lWCI' intC.rnation.nJ IUO\'t' ll lt'II1M uf 

merchnndt~, gold ;uv l OllJ)ital, hiUJ IH..'l'r' pt'rtly rt'IOIIliOd from thu 

t mditiorml n •lc" govt'rnin.g the gold rl.1K'r\•cg, is now dC-f>et~lcnt uu 

1 he wise m1uutgcmcnt.. of tho monclnry nnd finanoi"l poli('y nu lwr tlmn 

on 1\ut.<lmltl.ic eonl.ru1. 

Arlit:lc 4 ur 1 he.~ L>c<!f'('('i ,dtcring the gold ouutent. or chc.· lim~: ,:;j!'!.lj'~ 
J_.nwtdOO thht the proot.'Cds ul the re--\·ahuuion uf the gokl 1'\!ftler,·c 
of the Danca d'halht elwuld go w the State. The aOO\·u Jl"Wi~-'~iun 
... -u oa.rritd oul. u•ldrT the ltoy~l IX"t:rec LA•· Xo. 43 of tht" <4th 

January, 1{)37, and the ~It: hll\"e been credited, M f~Jn lht• 
ath Octolx-r, 1036. to the •r reaaury accou.nt. with the IJ:u~• d h alitt. 

as in the CA~~C of tho 19'l7 e.tabillsatton. 

111 conJonnit.y with SuL·IK'Ction fli of the Royal IAocl'('t' t.a.w S~. ::::'::.:!"' .... 
37G of •he 12th )larch. 1936. the nc"· &tatut:al of the llnnea d hahn 

we>re dnlwn 111-1 nnd appruvt'(l under Royal l)c."Crt'e Lt~w ~H. 1007 
of the 1 Hh .June. 1930, which wM sul~litutcd for the tJre\'tnu" mh· 

ufthc. 21at Jm\e, 1028. No. 140.L 

l u lluJt ycl\r'H rCJlOf"tt un out line W(\,11 givcu of tbc t•dur m l,y whil'l1 
lhe BAnk, e.hher directly or through. ~~iatc.'<l il\1!1itulionlf ~t l 1n 
Istituto ~loiJillllf"' l t.l~lhmo, tbt- Syndic~tc fqr ~d\'luleOII ;~glun!lt. 
indu&trilll 8C<lllritit!8. the Nutiona\l ln&titutc of 1-':xe:htt.nKt\ tho 
ln~,-pootorat.c fur 1he defence of ~twing8 and tJ1e gra11Ung uf t.•n:dlt. 
f .. ciliti~) "'"' entruaw.od wid• t.J1c control of tllc muncy markea... uf 
the c•.xe:han,l.'<'. of tttpital and credit. and. vf h:mkll aud hankmg 

opera tiona. 

The Ua~ d'halia. (rold a limited rompany of print.t,.. ~han"· 
holdnt.. hM IM'f'n tnmtfonued into a public bod~· and i~ ~ptal uf 
300 miUion liK" h~t.~~ ht-tn JllulJM-riiA'\1, urKitr ,\rtic~ ~vi Kuyal 0...'f"rt"' 

Law No. 37G of \he l :hh Marth. 1006. Ly ~winp banb. 1~1blw .t." 
t redit. hUititutiUtll, public law banks and insurance c:tuupanaef. l1

1
" 
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3()0.00} shat'\"8 of 1.000 li11.', which oorUititute the new cmpital. h"ve 
lH:'Cti entirely token onr hy the C..'1.m80rtium referred to in the. "l..ovc 

JJt'<'rt~. which wtu'l rorm(otl ou the Otb April. toan. uudur ll\e 

('hnir1lHUl8hip or 1h(• OovcrtlUr vf t lte I:Ja non d~ludia. The Mvings 
hnnktS which \rcre .-lroo.dy 14hlu·choldon!l wero allott.«< new tiba....,. 
t,u t he full 1unount. of tlwir exi!Ling holding. 

l'nc.ter the nt"''' staHit(l!fl the sluu"(''IJ aro ti'IU\!Jferablo beh;eea 
authori.o;ed eha.reboldffif.. 6\tbjt.'<:L t.o the permi.'iSion of thr Ooatd. 

"rhc VO'n!•nl of thr IJ.t\nk ""-' v(oet«i in the ~nrral ltmtn8 of 

~~m~boldtlil. the Boor\~ of Oirecton5, the Commitwe, tho GoVffMr 

tlti• l>iM.'CtOr-Oeneml. and the Oeput.y Director-General. n,; 
Ocm·nd ~~t~tin.g rnny he Attended t..y shareholden1 holding not. lees 
than 100 13harcs, with t ltc right.- of one vow for every 100 slu~rct~ UJ• tQ 

GOO swd t1n cxtrtl. vote £or twcry further 500 shnrt'it, t ho position of the 
l!lmnll•·r shnrcholdert • hu.s l.cing tnur~ ft~vourablc, ns oorup1•rod ••itb 

th<' l~trgl·r unt"!!., Hum waUJ thr C:MC under the old Statut.e. 

'ntc Board of UirectunJ. v .. hi<'h. JM"ior to the rcfonn 001Witcd of 
31 mtl.nbtts.. of •-holn 26 • -ere appoint«~ annually by the locAl boMb 
of the chid branch .. of the Bank, ond 5 by the General Medin«.­
l'UI~ta. of i;j m~ntbcont, "'ho rtnWn in office for three .)•r~o aod of 

\\hom l2 are appointed t.y lhc branch meetings of ahareholde:ra. and 
3 IJy the I!I$UNncc tmd Cn.'<lh. Cort>Oration. Thus, the OJ)J>Onunity 
ror 1'\-g:ioo.al revK'8Cntntiou IUUi ht'CII maintained, together wilh &he 

new prindplo of oorpon~tlvc rupro~at~~t~oo. 

'J'hc CommitH-e ~nl8ill'ttl uuw of 5 nle.mbc.n, conl )>tm.Xl with II 

under the old order, 1u1d it includ.<'AI 4. Dircc.tol'8 Beloct.ed at. th6 til'lt 
mceling of the Board in tnch yeAr and the Governor. 'rlttt off.oe of 

Chairman of tho Boord hMIJe<n ""PI"''"""'!. 

Tho Go• .. mor, the Oi,...tor-Gene"'l and tho Dcputy·lli­
<.:tontml are appointed or dituni!Rk'(l by the Boord. and both apPOi.n'­

ment o.od di!nUs8al """'' 0. •pprovod by • Royal Decree. ~~ 
by the Primu ~liniKtCr, in conjuncUon with the Jo'inance )hni~Wf• 
aubjeca.. to tho ll.p]lrova1 of tho Ct'hinot.. 

. 'l'hcru nrc con.~ticl,· raiJic ohnuget:t which o.fJoot. tha •W•n.hditr&· 
Uun of branch oflices: 1hc Uo11.rd of DirectorS i.& now r61JI)Oitslblc few 
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the nomination and Appointnl'"l\l> of the officcrw "'ho tll'fYe in the 

IOCill branahCII. 

'l'heeo innovntlol\8., and otherll of 1\ minor c.h31'1'0tCr, whio.h 
Ate contatnod in U1o new statutes, IU'C ~thnod n~ combining simpl~· 
and effooth•t•ly t he indcpendcnoo of the lll\nk with ll•e- 800Urity 
of puhlie in(.{'rN\.1, and IU'lrk f~h l)I'Ogi'<'.IM in lhl• (liN'<!tion or 

:;t:rt'fth'r deptu1 mt'nt.Al Lolasticity and m'nAgeriAI ornt.ndisation. 

The alt-trations •hie~ io the Iaino f"' yMn. ha,·c tslk..""'fl pla'!C in ··~a.-, ... 
th~ ratio or l'tet'Ne Lo the cireulation of ~ and in Lhe- CJ"e!CCit ·--~ ......... 
and d~bit. poeltion between the Bank and the ~ry. h!\\"e required 

th.M new arrangements shoukl he mMie n.ogulAtlng th<' tin.'lnt'l:ial 

relation between t he Bank and the State. Theeo wer~ approved hy 
th<' decree of t he 1-'inl'ncc Minister d~ted the 3lt~t ~.-mbcr. l930. 

Ail rrom thtl 18\. J lumn.ry, l936, tho oiroull\t.iOil ti\X on 110t.C!4 will 

be at the rMc of one· tent h of tho official di100unt r~~t.<>. with A minimum 
of l per cent •• the circulAtion being c"louiA-tA!<l 1\ftcr tJ'e dc:d.uotion 
of the whoiC'I runount. or the reeerve in gold. or itM equiwdcnt. hdd h~· 
the Bank and the tH>tell i88ued for a.dvaft«''f w the 'l'reMury. 

The limh. for tA.>mporary adva.DON to be grant«! to t.he Treasury 
haa been inc.....OO from 450 to 1,000 million li..,, allowa,.... hc'ng 

PU\(Ie fo·r la~r advatlCt!8 against Treunry Hill!! wht-t\tVeT ~:<oeptiunal 
State requi~mentll ari8e. 

At. t ho M1ne time the Treasury I:LM been relieved from keeping 
At tho llfink ·~ nxcd 4~!UOUnt. o( 60 million llro in r(!tfJ>C.'Ct. of Trea.<tury 
ti(! tViOOII. Tho 001' 0068iOil to the Bl\1\01\ d'hnUn. or coli<'CtiOIUI llllfl 
paymc.ntt and othe.r ltf"n..-icce on beludf or the. •rre,umry. wh.ich wn<;j 
renewable e,·ery two yoar& and expirOO on the 311L December. 1936, 
hu now been extended until the 31st. ~mbtr. lOt;(). tlnd the .Bat'k'a 
yNrly remnn~tion from such *"rrioefl; hu l>et'l\ rAiMxt from 21 ·9 

million to 30 million lire. 

l • haa aloo been~ tha• lh• &ate .W.ll ,_;ve all,... 

profita a(ltl' the allocation or 20 per cen'- w ordinary reeerft. the 
payment of" 4 pt.r cent.. annuity to the Reel Jo:A&.&te Mortgage [mlitute 

((onnerly btlonglng to t he lAte National &nk) a 6 pc.r cent. divide~l 
ro tha almreholden. ,..net., fif..ally, a rurther 20 per cent.. for a spectal 
t"('8Crve fund with the approv&l of the J~'iMnce t\lini•t.er. 
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The &yal Dee""' l.aw No. 376 of the L2th ~lArch. 1936 ' · . 

I
. d I I ' . • re .. hnw 

Lu mcc '.mu an ong-tenn crcc: IUI.Jl~vtded for the making or additionAl 
rC:gltiAtlOI\8 for thu 1lOCt"88firy nltcrt,tiOil Of the 8lAlUte8 Of the f8t' 

,\lohil~n.re lt:\li.nno nnd the SymUcJ•.W for Advn.nce& against Tndu;~~ 
&"Cuntt<'S. whtch wns @Ct 11J) n.tl nn mdcpendent section of thl' fonn~. 
nnd of l ite Institute for J ndtutlril•l Reconstructiotl. 

('onoequcntly, by th• Royal DeertC LAw No. 1042 of the ~h 
~h'Y· 1936. the whole AMCt8 of the financial section of the lnithu~ 
for lndnstrial R«ona:truttion. no-.• di.MOived. have betn tranlft'n'td 
to tlK-1icluidation 8«tion. tht lAtter ha,·ing undertaken all ou"*'&adl~ 

flmmci.al opmltions and the l"f1)6yntcnt. of the capital or the formrr 
l'ol'<:tiou within a period of t.wenLy ycaNJ. Under the Royal I:>rttm 
l.nw Nu. 951 of the 28th May, 1036. the new stA.tutCfl of the [tthuto 

Mohi1inrc Italiano nnd the Syn<Lion.to for Advance6 nga.in.!Jt lnduAtNI 
SN:uritiefi luwe hcen protnulgAt~d. 'fhey came into foroo '"'from the 

!hh Juno, 1930. 

The 800JX' of th<' nhovf' Institution haA 1M"Cn c.xf.(-'otlcd by 
incrH.sing to twenty _)'('.IU'I thr rnAt.urity of the loans ••hie:h the 

lstitulo llobilia~ ltalt"no """Y grant, and by increASing the a.mowlt 

•hi<h lhc Syndicate may ,....dioooun• at lhe llan<a d'IWJ.a lli.W. 
hnuto whieh shall be determin<d ~y Orders ol the F'inanco )hn-. 

11u:~ 'tNl8ilion or the BAnk for International Set.tlemcn~ did nol 
~how •mr ~Suhstnntin l (tlu\uge in the year 1936 n.od very eligh' tltt~· 
tif.lll8 nre'nppart'nt in the VflriOU8 itetM 0£ its bn.h.UOO•fdtCC.t.,( J) 

The alnu;w;t uni\'t!n!OI l<'lld{lnCy towllrds the nbnndonmcnt of tbo 
nutomntie A~"'l>tcm of currency control made moro dcsim1Jie fr«tutn\ 
int('I'OOUNiC l.K:twt'en thr motwLAry nuthoriti1~ of the leading (l()untrit't 
11KI tl1t" Uilr nf a rommon Nnt ~ where importa-nt. gold tl'iltl83Ction• 

('(M_tkl bt effMt{'(l •ithout. thf' inl("ritrer)OO of t•riv&te inttrtlfl& 

Tht BAnk for lnttrnAliOnnl Scttkl:menta bu mK the t.boft 

rtqui1"f'nttno. If tht' variCHJll mo1wt•ry eveote which ha,\"e ooc:untd 
sine:" it11 en""'aticm hl\vt- m.'C.~rily curtailed ill activiti(lih ~till dtt 

IJtulc Bl\nk, ket-ping fAith with the lc.U.e.r and the spirh of hi lt,tUW!It 

hns l)('('n nble to mRintAill throughout. tho politinJ~I COiliJJiiOAdODI 

1111 ,~J 'Mill tu.U -t. ... d 1'-.ltll.tio-ortJ.- DMidwt.vo oJww'«<d hOm s•• " " 061. 1~11111 

3l•t l~~nlll!r, I~U. to llwlo.. ....,, t l ll.!llli,O:!•Ji on ' '- :lht ~~~btl'. lt:ll. 

of ll•tter ytftn illl chAracttT M a Jl'lf\'ly intenlAtionKl inMitution~ 
fl"t"e from nil political inftutnctS in th~ ronduct nf it« IKu'lking and 

monetnry poli<' i~. 

In thi11 tho centrnl hanks or the IC'ndlng world tnl.\rk<'bl wit h 
1hc AArll(\ 1\imJ; ;,nd with Lhe snrne obliglllionll '"'d right~!~. Th('8(' *'"' 
('SI!o('ntl"l C..'Oll<lhions for enabling the Rank. in " futuft'i whiC'h to-day 
AJ)J)t'l!'l'f rlO• fAr di5lalll. to attAin in thf'l fuU~t d~ Lh<" ob)ecrtA 

for •-hith it -..u founded. 

AI all"('tl.(ly alated, 1~ sbai'OI in the tllpit"l of thC" S."ltlOl cfltalia .....,._. 

ran only be h('kl in ~eml form by lllWing. hctnk:IJ.. .. puMic Jaw"'*"' 
11 11 

credit. inadtutions. and banks and by insunulef' <'0111(10Jm.t.. 

On the 3 1tt. Dc..-ccm.OOr. 1936, thr inMlitlttion!l holding the 300.000 

fihn~ w('n' rcm.t~titut('(l M follow• :-

88 Slwing~J Uank!J 
II J>ttlJ1it" Ln:w (.."t«<.it. Tnstitut i111U 

Al\tt I:S.Ank8 ••• 
10 lnsunncc Companies 

Total : 109 Sha"'h'*'-

180.000 shnrt'8 

()8,4~ 

~0.000 

300.000 ohareo 

A• th< •nd of 1936. of the 600,000 aham lonuill!< the old copilot 

of t he Bonk, 487.821 hlld l,...n repoid. 

1'hC CA8h turnov'er Of the Jl4ulk (or thC yetlr 193(; IUtli)UUted toe .... ~ . . . u.,.~~~ 

fi04,129 million lire, iUl inere~ of 28,003 mllllnn ltrc on the pro\'mus 
.\~r. 1leoeiplll 1\ggregaW<l 297,350 million lire llnd uutgohlg" 296.17:' 
million lirr. M ngahut 28l.G30 rmd 283.GOO million lire rc':fJJ)C'<'tively 

in 1936. 

The cireulatton or baoknoc.t'it on the 31.C.. J}Mtm~. 1936. o-.. l_ 

totalt.d 16.6!:1·1 million lire, of whi<h 1,480 nuUioct ll..- ,.~n\ro 
the total amount. eent to lbe bMnchte of the U.nk in l-Ast Aflica. 
Momovn the &r'k hcld 756·5 million lirt" in roin and c:ul'ftfltCY 

note~ lllifd by t he Sr.ate. 

BAnk money orders and dernand d"'ftl outMttmdin~ nt.. the aamt 
dn.W nmountc..otl to i26·1 miiHon lire ; whrrcM the dcpo41tA u1 current 
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aooount kitAIIed 705·8 million lire. 'rlu.LS. the t.ot.Al liAbilities requirin 
ft"8l"n"fi e~wc·r amoonted to 17.9.56--6 million lire. g 

On the 20th )larch the figu,... wenl M followo :-

No~ in circulAtion. including 
remittl\net'" to Ef~.st. Africa l5,87 1·3 111illion lire 

SMte coin and mar~noy not.cs 
h•ld by the llonk 61!7·3 .. 

'"'""' Rgu.... arc gi•·•n oftkiaUy in onler to C>Omplete the fijiUitO 

disc"""-'<l at the meeting of the Insurance And Credit Corpo...tioo 

a nd Auhft('(JUClldy at the nletting of the F38C.'!btt Omod Council. They 

1\Sstun•' grt:'At.er signiti~mc.c wh4'u t he cxOOJllion"l circuJl\Stallet'ft of 

th<' pul(t y('tnr 1\.rc oonsidt•red. 

Th~ t:HlJlirt has been g~tincd through tht· gigantic effort of thr 

whok- n11tion under the guidance and by the "-;11 of the Duet: pro. 

ducth·e activiti~ in e-\~ry teet ion haY~ nwle the la.rgtSt umtribution 

to"'-nn:l. the a.chie,·ement of &hie goa1. while the eoonontic &itb~ ftl 

an aUr mpt to deprive the country of evt•ry wcnpou. nnd, in foo&, to 

&tlnvo It·. 

At the end of the yeAr the eiroutation of uot('J6 had no~ 

subltanti.a.lly increased: actualJy. a.os compAred with the JM'f"Ul 

period, t.king into ueotmt tlte changes in the valu ... of the eumncy, 

the iner<..OO population, and the higheT •tAndal'd of living, i• may 

he rf'g1u·dtd At having been reduced. · 

AIIJO, 1\)Jfirt from tlu• l'('tdiKlttion o' Imperial nirns during the 

put yt4,r, it t!hould IIC' noted that in' rne)tlt countri(.\!J during 1936 

th• cirtulatiOtl of bank notfO hM eonsiderably expanded.( I ) 

. Althou~h in .U .,.._ 1hito dovelopment WM .,.u.oed by big)~« 
pnt.e lrvcls, the incrcasted volume of t rnd.e, wl\gee and salariet. i\. 

may be IJ;I'id that the lArger not.u issues wero 011ly ptutially due to an 

-J'' 'Mill rulklwln.l talollt .t~o.-. liM """"'"'l""' ,.... 4tf !I.e ..... In ' "" rMIU drtaltolfon.., 

" ~llfll "*"' ..... oU t bf, ~ , ,, "''' .. ~ witlil ....... ""- ,_, -

Jl~~. Jlt4~· a-.,.. ..... ....... 
IUM4 1._...1 

4 11•7 .. l .. 
4,.W.1 ...... . 

11,1&0-t ... ,.. ... 
3,109-1 •.nu 

T .... ..... . ... . .... . .... 

impro,·tmen~ in the economic poAidon, .;;int-e in o ther oountri'-'- it 

-.v ea\I.IIC!'d to " lArge exwnt by purely ntgllth·e fa.etora. auch M 

ditguiiltd ln:flation for unproducth·e object.e and the mum o1 repilal 

1lot ~t('kin.g ii\Ve&t..,nent but looking for Mfc&.y nh4."r the mont'tary 

ndju.struents of t he llUt.utnn. 

'l'hc. conlpari.&c>l\ ahowt. mor<·over. t lu\t. the i86ue ..,r noc.o. lu 

Italy hu been ma.intAinOO in eiOri!e relation to producti\·e act.ivitit'IJ 

and to the actu&J nct'd.8 of the country. tbuA aaJcoguarding elle 

confidrnte -.-hich. t.hankl to the constant ''igilaal!C'(! of lh(' iM•Iing 

bank, it inopircd by the not.,., 

In conformity with the provis.ion11 or Article 4 or tho lt oyul 

L>ccrcc I AIW No. 1745 of tho 6th Oetobcr, ID30. t ho """rvc uf gold or 

Itt e<"&Ui~~l&ent held on the 30t.Jl SeJJLcJUber. 1030, hl\8 bocu ro-vt'lued 

on the new gold bo8it fi.xed by Article I of the .. meDeeroe. 

On the 31at O...nabor. 1936, the ....,.. held by th• IIAnk .._... 

againat notes in ei.roulation and other sight liAbilities amount('(l to 

.~,012·6 million lire. nt follows:­

Oold in luand( I) 
Balances a broul 

.. .... :J,U58·K mi11iou Liro 
' 6:1'8 

4,021-6 million li:re 

On the 20th March. 1037, the abo,·e figufft •-cre unchangOO. 

In 1936, there wM n furt her dovelopmcnt of the U'K' of Kold 

IUf u moou" of eettling in ternat.iol\al d ilfrrenct'8. Ita hnhling nnd 

ute have been confinOO &till furtht":r to central b1u\lul. to tb(' E):cbangc 

lo::.qualieation Pundt.. •nd \0 Goverrunmua for the purpose of mt'ftiug 

tl'lde and financial de6dto; wbereaa the importao«> of sold u • 

bMi1 for the internal credit. of tbe nation'* Leeoming more and more 

merely l!lymbolic. 

' l'ltc Cl LIU18ic miCif uf the gold st~t.nd!ll'd , which fuJ\etionc:xl lu 

oorml!ll tim~ before the War in oort.Ain countrict. h&\'e Jll'O''OO to 

be inoperative a.nd lnAJ)plicable in the attemJ,t.e to appJy thew 

~xtenth·tly in nlOit. count.riftl in the ptriod 102J..31. 

• • • """ , ...,. ....... ..,_ ...... '-"""" .......... "-... ... "'-' illdlloW. 
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'ntc •Y•"'"' h•• pro,·od to ho too rigid : il locks tloc """'-ry 
elaitit'it.y lO cope ";th the eco•lOmic changee and to O\'tn»me m.. 
or ch .. k boorm. 'That the gold point8 should be fuced aololy 00 tht 

C08t of ln•umoce. freight• and money rates may be ~bte ira 

conditions of l.mltulccd trAde lf priooe nre a.table, and in exctuLQg~ 

mnrkt'tllJ In whith only legitinH\l.O IJu"incss and not I!IJlOOUlAth•c bullinet~ 

is cnJTiOO out. OthrrwiS(', the r'-'8triet.cd margin for fhU'iuation lc'<lt 

to {l"('(lucnt ah('ntntin,g nU)\'f'mcnte of gold, whith CRutK', in Mditlon 

to lack of tonfidmc:e and alarm. 11uddeo credit restrktioll.!J which bfv 

unfAirly on rronornic life whhout.di!oouraging lpfCUIAtion. 

So much mlJX'Ct. wM pnid to the &'\Cli'Cfl rulet~ of the gold standArd 

thz\t, t hou@h fl<elin!t its dri\wbnekll, no one in tltc J)I..S~ h!\(l dared OJKmly 

to n•medy Lhcm. lndi~t, lllt'IUturf'tol. with tt lirniWd ltOOJ>e And with 

no tnctlrnl effect, wc>r't" odopwd. Th(• diflrl"('nt u.~~n~ of the variou• 

gold rnarkt u J)('flllitt.nl at timN n v.•idening of the F01d l)()ints b.'' thf' 

delinry of gold bars not RCC'tptable on market. to which d.ey WM 

bcing itlll, tht mcltin,g and n'fining cos~ thU3 tuu•ing to be Added lO 

th«' C'OKLI', or through nsing ~~;uld coin inst('1u:l of b1\n1. By th~ nll'aM 

it. wtt~ Jl019!1ihll· to gain 1inw nnll lo allow for cxchnngo fluctuiLtiont 

within widt>r limits, without. \.{)uching t he roscrvC8. M~t.ny centrlll 

bsnk11. in fact.. eo,·erfd ";th the formulA (which h.u no longer any 

ti~ifitfti"K'e) ·• minting righta:· the ma'l:,.rilll bc>t.'ll-et.t\ the buying a.nd 

the M'lling pric:e of gold. in ordrr to 1!3in S,!'re&t<'r f~lom of actio11 ia 

mana~ting the exchange l'fiU'il. 

Expc,·lcnt-e hnss.hown thll.t &uch p1dlintivcf.l tU'C of no usc whtn 

then:• are otht'r dt"t."JH"OOL('(l e"u8<.'8 o£ monet."ry clil'turbanoo: d~~)' 
are rqually inadequate for ki)IK)rLing the shock& of wideipN!td 

tconornie eha~res.. the rou"*' of whieb it is impoMiMe to cheek. 

Although the relation of n currency to l\ fixed gokl contto\ 

i!J nectegl\ry tU! a yArdstick to eniJu.ro confidence for eavings nnd f(lt 

nntionn1 ('(:Onom.ic dc\•cloprnenl,, t.hcrc m1ust, however, be sullici~~ 
mArgin for l'mootbinJ! out the contst.anl. clumgce nnd Rlt.cr~tion8 wlueh 

are t.akiug ))lace in the \'Ar,vlng fnt.tonl which AfToo&. tbe intcnll\lion.Jl 

\'&lue of that cnn"l"Dey. 

The price levels in vA.riouiJ countries are not, nor can the! bt, 

eonstan\. amd fixed : .C.'lliM>nnl fnetors and tempo,..ry influence~ m.,_ 

3D 

fi1\d vtnl> in slight. exo.hang" ftuctmtionl rMhl'r Uu..n in f'n ino~ 
or 1'\"duetion of the nAtional gold te~~tn-e. In thi.t "''•Y tbML'I fac:torw. 

in."'Nd or rt'&Cting on tht Cftdi\ basis. will afreet dli'C"etly the t'.xttn .. l 

pu~hasing powto:r of the euMncy, W'IUeh is eaUed the uchange, nnd 

1hne te•etll\bli!.b the balAnce (luic:kly and effeetivcly. 

n, however, tho cxohnn.gc !hould hooomo .,hnorml\lly ~tmng ur 

w4!'Ak, then. and only then. l!hould the autboritiC'It who tlrc reii]J!CHIJihle 

forth<- managen..w\ of tllAt eunency interven~ • •ith All the me.n11. "" 

\htir diJrpoAI. in order tO effeet. t.be net'f'l!lo:Ury adjust.ulf1\l, tithtr by 

Cw<torM poliey or by any other .,.....,. •• the di.8~ of th• :>tale 

(hr n'gulnting economic eon(UI..ions. 

'l'hc llank'~J credit with t he StM.e for l ·IU.:)~ I KiiOb'fl.ll\111('14 ur ,.,_ryU•billol ... ., the'"'"!!. 
fint" gold de))()6:ited at the l).ank of EngL1u\d during the W1•r hM not 

~n alltred and remains A.t the figure of 1.71lt·8 million lire. 1'hiJt 

J()kl iii not ineludM in the rt'l("n~. 

Ttmporary advallCftl to the '['reMury. nu1dt- in accordAJ'IM' • hh 

Article 4! 1 o£ t.be Decree of the 31At l)(.oeemi)Cr, 1936. amounted 

nL tho c.ud of the yea.r tO 1,000 million lire, tuld t he extmorililmry 

Rd\•nnoc'l against '.f'rctul,ury 13i1JII to 2,000 million lire. 

On the 3bt ~mbtr the amount of 1\iUt di..9countcd •M a..........-. 

1.!66-1 million lire; adnoote agai.ns\.llfCuriliH pntfd by tM ~nk 
Weft 1,599-3 million lire, And deferred paymc-n\8 at the cltft.nr\g· 

hou~ 2l·2 million lire ; "'htreu the Goven1numt ur Covrrmntn~ 
gul\rtt.ntet.'<l 8C<luritiee owned 1Jy tho Bnnk nmountc..-d to J .M3·3 

million lire. Thus t he intC!'J'CII.'I.·CI'-roing inv(.lfj,Uucut.s of tho H1mk 

tota1100 4,420-5 million lire. 

Th~ offie:ial di8oount. rat.e. which had f't'lnained al- 5 P" ('(!ftt. 

oince the 9th Sept.em~r. 1933, .... rodt-1 W 41 per con•. ~ tht 

18th May, l936. The twemgc rate fordi....ount.o)X'nt.Lionscamed ous. 

in 1986 Wt\8 4·69 per OCill, 

Following l\ 8poe:ia.l agrce.mcnt. entered inw under the •K"Si• ~f ::-~"~ 
thfl Treaaury. in aooon:tanoe •"ith t he terrill of Article 6 of ftoyal .. ,..l-. 
0.....0 Law Ko. 376 of tho 12th M&rd>. t9.'16, and of Hoyt'! Dot,... 

Law No. l().l2 of the ;Mtll )lay. 1936. for the final oe<t~ll of tho 
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relation 1Jt•t\\t."CI1 the Uank emd the [nstituto for LndUBtriJU Reoo. 
Ktnatdon. 1M amount Oln'<l by the latter to the Bank on \h I• 

llrffntiK'f'. 1936. •11.84.708·1 •niltionlirc. 
0 31

• 

11 ;o~ llutlkl hl· m('ntium.~l tlmt. in nrUer to c ,rry .... , 'h , . • ..,~ ~o . en~ry 

J.Nmk111~ not"'I\1(\ I'UC:fiOII h(•t.Wl'l.' l\ IIIC \'("<.U'8 1031 nnd J034 
' " ' ' I'OCUli11C 

hud I,L;,t) tu be ntfldC tO thb I ~IIHL' o£ UQtcg COrro&nnndhu, ~ ... tJ f' 
~ r • I'" 'It ""' ' 0 tglll"e 

a!JoH I1'C'Orded. flu& figure woukt ha,re been gi'CC\tly ex:ceedt'd if 

wailim~uioncd b:o· the 1-li\IU\('(")tini.ater at the m~in.g of the lnsu 'u 

and t'rtodit ('urpomtion on the :!3n.l l--ebruary lut. the managt-= 

of the 11i.!ititute for ltK,lustril'l Reconstruction hnd not. rrom the 

~>tint, l'l,llt'tl UJHJU puhlio ~wings thr<High vnri0ll8 i88ues of 1 'lLJ. 

nnd .<·n•'l'irtl out imJIOrt,.nL Co11l1111go OJJerlltions. In t his way : .,.; 
J.IO&'Oihll' to ch·fC'I' and J"C'8tric:t l'l'l-'UUn!iO to tho nol~ t-in.mlation ol tile 

(.."t'ntral bnuk. 

Ou the otht"r haod. it V.l~& not po6Sible. in a period o£ eoonoaaie 

tli~ctthit'll l'ri!'~ng out of tlw '~ orld cri~ to auain the objet~ for 

'~tuch the lnl!lfltute for ludu,.trial lteco.-u;-truotlou hnd IJeett created, 

lltHltc.•ly, the lfi>C\'dy liquidntiou of u. lt,rge m1mlter uf iu.stitutionll Md 

Hnns. ~m10ng which it should l.H.' not\•d that. nmuy wctc called U]»>il to 

make unportant effOrt.fl to nu'\'t the war I"'Q.UirctueaiiA in East. Afrioa 

and tu tarry out d~ t.KOgnunu:u~ o( Mtional defence. 

'lllr lnMilute for lndtl&triRI ltcoonstruetaon was th~ obligtd. 

' 's wnll lnrgt.•ly the case with tho latu Liquidn i011 Institute, to norte 

1' lllll(C muuiK'r of ent.crpri!k.•t~ um.lcl:' its control through orcditl 

glllmmtt't'tl IJy the State. 

t '" to he hoped that the 1)rvgrammo " "hich bM lx.toeo consumti.Y I . 

auued at IJy the ma1utgC"ruent of the lmtitute for lndUitri&l flo. 

COI:uttmttion will be rcAii.!fCtl. 

M(·Utitm ~Jhould be uuH.Ic of the fact. that, hy tho creation ~f che 

·~UIJ~<·lumh.• for the D<•f<.•noc or &win_gJJ 1\nd tho. Unulting or Ctcdit 

l':u;t!I11N, the dnnger of 1' r<:p<:titiOil . or pMt. miBtl.,kCIJ, which had 

""ttnn.'Ct the inten·ention of the State nnd lJrought. suoh bta''Y 

burdtN UJlOD it· .,.·ould Le eUminat<d. 

'!11(' IM]K\.tomle iii to.doy nlm n1Kl 8CC.'8 to it. thnt, in tholt'di
00 

1\' IJHUlU lu 1 U • • '""'• o 11~ um and loug term (;rcc:Lit, only aucb lnsututt"'"" 
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OJX"f""le M ha"e bern etNt«l nnd arc orga.nl8c!d for thnt JRU'J~ 

and h, will prennt. ~my ovtr·ll'PtKng. which may caUID • reemnpt.io11 

nl th• bonkA" participation in ind1181rie8 and IM __ , r,...;"3 

of t hrir Meets. 

1 u the nbove 6C'Ction th(' h!tih•tn Mohilin•'<' 1L"Ii1um Ll now ncth•c· 

in m~ting to the fullost ~xtcnt nctual rec,ulrcment~t, nA WM 

Authoriu,th•('ly reeogni.itt'd A\. the last ,eMion of the hll5uranoo and 
Crtdi\. Corporation, .,.·ith the valuable co-optr"'tlOal o( 1he Syndieattr 

for Ad,·al\(.'f'IJ againiL lnduauial Securiticw. •nd the united t-ffort.tt 

of the tv.o Uurt.itutioM hl\.ve proYed of the grftlt'lt. &d\'luttage in 

S«uring A more retionnl "''d cconomie di!ltribution of mC'dium L<"nll 

ert'llit.. 

'l'hrough the n.etivo and cklec co-opcmt iOil with the branc.hct 

of the Uanca d'l talia. the lsUtuto llobilial"ft Italiano ls p.I.Actt:l hl 

tonlACt ";th industrial undertakings ('\t"» of medium and ~ 
imporuwce in every distric&. and is ab~ to ptrfonu thoroughly it• 

vAluable work.(J) 

'ntc Jlremi&ee owned hy the BAnk, which utltlcr it~ new c..·mlMtltu• ''"'',_ 

tion r<"]Jre8Cnt. a e.Apitl'l ilwcetruent of the lJAnk. Rrc ffitcred in tiiC' 

1936 bola•><e.oh<et "' 138·1 million lire. 

•nu~ ac:\h1t.y of the l~torate for the Oeft-n~ of Saving~ anti o-,.._.....,... 
the Ortmting of Credit Facilitiee has in ita flra\ ytM already IX!etl 

tha objcc.t of nn c,:lumative reJ.Xtrt Rt.\ the IM't r.es.'5ion or tht• 

lnituranoc and Credit. CorJ)()rotion. It. will aufllo<• hero to mention t hnt, 
in c:arryin3 out it.a vU\. and dclieate tllllkt~o. the huspectornw h~ 
e()l\ft.A~tly availed it.Klf of t-he ,-ariou• ttrviccL and c.wpccialb• 

of tht branch orgaru .. tion of t.M et:nual bank. •-hK-:h ena-bbl it to 

carry ou&. effectively ita control over the ac-tivitifiJ and ~don 
e\•en of the ltM important I.N\nb ht the amaliNt. etnt.n.'8. 

A8 regards the tC(thniel\1 ad\'ioo whieh it. ht~ l..e('n rcquin.<tl 

to give, the centTfll bank. when e.urnining tbe demaJlds ror 1hc 

opening of new br&ncl>N by banks. haa lollo~·od fl<D""'IIY t11e)>rinciplc 

ti)O. •.at.t ~., .......................... ti.:M~,.,...... ...... 
.... ... • ,........ w ~ ........ .........-a .......... __... ........... ""' 
•t.Uol twt~.,...,.l--~_ ....... __ ._...,...,..... 
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of ra,·ourinsr: &ueh ~ only in thole ctntrft whic:h had no 
bonkitljlll'<''i<n; wh.,... it bN exp..-1 diapproval ollhe OJlt<1inl 
of ne• tmmcbt'IJ in th08t' centres whic:h were atrc.dy tufficitntly 

pro\ idtd •ith other bank offices. Experienoo h.Af on many oc:cuiool 

;d1o• ll that. these new banking bnmches would uot be able to earry 

out. llM"(ul work in comJection with the. act.ual requiremcnt4f of the 

\'l\riOut ccntr(.'8, Lut. would btlvo ended by encroa.ohing upon the 

ncti\·ith.-t of t:'Xi-3Ling IJtlllks, thus intensifying competition whioll, io 

tho tmiJlic int<.'M..lfSt.. *'nd to ensure t he full llttalnmunt. of the ubjoct. 

set uut;, in tho J..e~ow, it is dcsirnLlc to <liscourngc.( I ) 

Pu•·th<·r clToi11J have 1>een 1na.dc t.o clirninai.o, through llU\Aig"nu,. 
t ion or nbKOI']>tion. ban.k3 whieh aer\·t,.'(l no UiJCful JH1rpo8C or were in 

" JH't'Cltriuut t.oood.ition. and to el060 tho ICM cftlcicn\. or rcdw\da.ut 
branch ... (2) 

In 1936 nine applications • -ere made for optnillg new banb 
and 1b~ obtainl'd the required authority. ln t.hia fiekl the ttotnl 
bAnk. •ht"n ~Kpl'ft!IISing ita opinion, roeommended lho c:rNtioo. iD 

Ill I• 111M, IIJ ~-~ _... t.y .. ...._ ~ ...,..._,_ '-b ..a fa -... 
,_.._..-....,.,_. '" r-.. ~ : .. ---.... Tlw ~,_....._,_..._-a.,.. 
-.-•,. ,,. ·~"-"'· ~ tbt ~ ot 10:1 ~ ... __,.,...a •Ill• sa • • """_,_, 

I I .....,. .... '"- !:«& aw.borie..J CO Nlf"1 aut t.u: Nllle~ /ww"tlul .. -a lq P ...... \WI .. ,n,,_ • ~ .. ..._... dioant'IA. 

!lj In liM the appliNtlu. to:,. -~ ...... Of" .-..-.. ... lbl IUIII~I"I't'll U. Jrnlih~ U 
1-k.o. l'a••u lhtllf'l"!!eelt II ut ,,...,~ .. a1~t""'"' ~,,. ,_,.,,,_.11.,. ..-.nboll•"'~-. 

O•lrw •!lt'l.c .. lool" on w~it"11 tlw u.u- d'ltalia , ... ,,. W. Md•uk.i ~~<h ~ lut •'*""" II 
coltullfll!nt, w.-nwd t-

'l'bt •·lw1411f111 ul 11 pr.rtQt!nohip illlU a 1Uuiw.t COirljMil¥ I­
I -ttplk>alb,, •llieb ,.. .. "'~; 

n. tak.II'C U'\'('or or ~Jra~Kbftl of '-''ll.. 'lrlllrh ""'"' t..kl~r wi)UIIII""r -
h IIPJII!tal "-- t'ocalt't!nl.in& the takiJ. "VW Of 4t~ 1-wtiM Q( ............ al Wltidl 

411 •er.lldtnitud 1 
Th.t.-ltrt~r~._ ~-

IIOIIJIPIM:t.tiollll. ofwbieb ttl -.e .utbori.ed 1 
,\\l&l~ly IO ........ ~hll"lll U'l!dil.. W d-~ W .~ ...... ritol.'l­

n .,~ oi•We~t t• .._ac-t ... , 
'noll~- ~I\'JoipllllibilitT b 0. ~""'~~P riOU. ~­

• ..,......._ flf• ..... :-.,_..;; 

t.,.._ • ..,...., -
·~wllidl-~; a-.., __ _ 
,...,._. __ ... ~ . ....... - - Ute~-- ..... lwiliitilt.. .............. ., .... J = 

!:;-..:.~ ~ .... ,_ ..... .,_ ............ _., ll'f,llt .... "' 
• t.J..,aw.a ............... _o/IGt..._ ... _~ 

O..fllll ... l-.. •,..... "- {adlilW......W U. ~ ................... :t: ........ -~ ,.,.., ..... ~ ....... .._ ....... ......,... ..... .,....---
::-:~~'7. ~ o. fM Jl.t& ~. IIIJI, ........ a lOW tl 'H.t _......~a,.......... 

-•~wid!U..Siu~,INI. 

lh• «nlml unprovicl<d lor. ol lypi..Uy l«al banks • ·hi<h. a1 loo~j~ 
•~ 1hey are nre(ully and t.'C'Onomdlly ron, can carry out moll t.Q1tful 
wnrk. for whic.h thty are ptuticularly •uil«f. in mq~l of &h~ rnOrl' 

auoclC8t indu.stric.. tMdl'llrn<'n "nd an\1111 ownen. h· hM be-rn provf\l 
th"t, where tJueh t,_nb are l .. eking. usury in i~ uriou• fonnJ nMy 

cnsily reur illf head. 

l n the ltogi'lttr which hn~t lx:<~n ~:~ct. up at the fnlf!}C()t.m~tc ~ix 
h:mk$ hnvc oiJttducd lho atuthorit..y tu collc<:t dapo~iltft, nnd lJii 

hanks h1w0 been t~t n.1ok oil.( I ) 

Alt<~gethcr, on thll :Ue:t 1:>4-temht .. -r, 1936, the m1tni"H'r of batnk= 

O}M··rating in ltnly wu :.!,000. working in 3.9-t-4. ~.''t~ 111rough 7.7r,... 
t'OWlt<!nJ. whit..;, 8Hi lHmk• wt-rc in ooursc of hcawdattou. 

J.>uring the pe..l )'1"8r the officas uf tbc Bank n..rri~l out I"U 

i~-pf(ltionl. 38 of ., h~h ...... ~ made in onlcr to ~a.tu ~ he1ht't' 
the t('-rm:J of the Uank tar1cl trft"f' ht-iug ob8ef\·cd. w~~ bnrlgW the 

, --!-I t. t!iDoe tbe nn."'WUlOUS for the 
num~of total hwp«"liOJ~ e&ITR." ou r-
safeguarding of atwiugt •<'I'C lint ertfurt't.'(l. to 3..430. 

rea,"1a1\Ai :-

Grotlli P1·ofit.IJ 

Kxtx•nditui'O 1\ud ~"' 

Nc• !'roO• 

·r.iru 
3:!0,036.Ul,; .. l:! 

248, 7Q 1,611'!-:10 

71 ,:U5.:!~3·0H 

~ ... .._....., ........... . II).,..,, ... _........, .... ~ .• ..........,. ........... . 
ltt_ .. ,_. ...... .t . .... -'••wc .,._..,....,.. .............. . 
.,.__.., .......... y .. .-.... .......... 
··-~_,......,..._.,. ............... , 
lt•~_,...,_.._tl ...... 
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Th.o grooo profilllari.., !rom :­
Discount Opcrlltlons 
lntc.rest on Adv1mooa ... 
lnt<:.rest on tJtc Dcforrod 'P4,ytncnta 

nt. the Clearing Hou8Cfl · .. . 
lnU>rt"irt. on Current Aooounte .. . 
\'arious Commil&iol\8 ••• 
Profilll on Foreign Bulin.,.. .•• 
Miloellaneouo Profit~~ ... 
lntt'rt'St on Government. Securities 
lnoomc from ~I FAt.Rtc 
Int.,..• on Colonial Omnchcs 

Fund ... 
f.!·rofit& ari8ing from the Uqu.idn· 

t ion of lttt.c Notc-iMuing Banks 

'l'otal 

1-..:x1~iture and taxct Are aa follows:­
Ad:ministntion J.!x)X'n.8CIJ 
Oi.rretors' t"'ee.. etc. 
Tranapo~ of Spooio and otlte< 

\'alues ... ... • .• 

Printing of Xotet 
Hou .. Propo~y Aoooun~ 
io"oreign BusinefJII EXJX'08e8 

Vnrious TaxeM ••• 
Unpaid BilL! 
Variou~ Amorti.antion.s 
Interest and Annuities .. , ... 
Charitif'l a.nd o ther Contributions 
Contribution& wwarch t:mptoyoea' 

Pension Pund ... . .. 
Depnclation ol UiiiA ~..,. 

.......... tc. ... .. . ... 

Temporary Staff Pension fund 
Compensation on He-paid 

Sh•""' ... 
Total K~]X'.ndlture 

Net Profit 

Tot.ol 

Lire 
L2'2,49-1,661·28 
109,571,671·31 

1,46G,37G·82 
9,684, 126·11 

15.179,390·81 
631,833-68 

14,448,035·86 
33,652,671 ·82 

9,664,62"2·32 

460,000.00 

2,784,026·41 

320,030,915-42 

U r<> 
101,239,326·59 

I, i72,873·20 

1,~14,683·29 

10,583,011Ml0 
2,269,209-67 

16,309·78 
33, 169,027·97 
6,891,876· 11 

35,869,GG7·!J.I 
18,693,762·01 
2,500,000.00 

8,873.606-110 

10,000,000.00 
3,000,000.00 

12,497,660-00 

248,791,692·36 
71,246,223·00 

320,036,916·42 

In aceorcb.nce with the lem\1 of Article 54 of the Statutt'l!l, Di~•.,_, 

of the MiniiJteril'lltegula tious a.nd 3\. the auggetition of t he Auditor$. 

the Botud of Olrecton of the .Bank havo dt"Cidcd t.o fJubmit. to tho 

Oencrl\l Meeting the foUowing distribution of uo~ vrofit. for t ho yeM 

193(1 : 

20 per ooot. I<> the Ordinary 
l«won·e •und 

l."' per cent. to the Rxtr&· 
ordinary Reoen.., F\Jnd 

~ro tho Credit<> t'ondi•rio (il<&l 
t:otato )lortgage Institute), 
formerly Leloogiog to the 
lat.o 'Ntt.l~On*'L &nk, beiu~; 
int..crest. at. the rate of ·1 r.er 
c.sent. in te6))00t of the 
t«<'rve transferred lO the 
Ba.nea d' ltalia in the yeu 
1913 ... 

To the Sbareholdens: at the 
,..._,. of 6 ptf om.t. on the 

paid-up fapital foT 7 months 
(Itt. June to 31st December. 
1936) ... 

llt,lsnoc of Prolita to the State •.. 

Lire 
14.:MO,OU.;;I 

14.2t9,()U.;;I 

28JjOO(H){) 

10,000,000.00 
!JI,IHi6.073·SI 

The f'MUI\At of the past year. W'hich are auLmiued for your~ 
approval. ara e:hai"'K'"krised by the li&tiifactory tn"'d in a period 

ntarked by the gJ'fttfiiJt e,·entll in our hi.&tory. 

' l"be lowKiatJon of the Entpi.r'e. " fletftllh)' for the tife of our 
people And for their progreea. impo«"t on our ui1tcncc • ~ 
whic.h h!l Lhe reflt'Ction o f the !,<enius who COJK!t-1vt"d it. And snimatt.-d 

it.., tu\d who i~ our guide throug h every 0~\.lu:Je t.owuni.IJ the great. 

goal tot· by the uge.Jong tl't\ditiollll of our nt.<~e. 
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Within the (nuucwork vr lito nl\tion .d (M!(.HlUfnio uro, wilic:h it 
tu·dny wider. &tfer JUld motu full of promit:~e. we fool tho n~lty 
<Jf c:<J>rcssing our d t'CJI gr1~tit.udo l\nd profound devotion to Ht. 
MnjciJt•Y· tho King of ltnly, b:mJ)(}I'(n" of Ethiopia, n.nd to tho Ouoo. 

the tenacious antl untirin~ builcll!r of the greatness of our country. 

V. AZZOLINI, 

c-. 

BALANCE SHEET, 

J/>1 o ... mber. 1936. 

PROFIT AND LOSS ACCOUNT. 
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48 49 

IT ALIA. 

BALANC E December, 1838- XV.- C.,.. 

ASSETS. 

CoW I• lt.& .............. ,, ............. ....... .............. . ....................... ............. ,,. ,., , .,,,, L. 

Blli:a-'ll« t AWoiiN .... ...... • ... .. • ..... • • ..... .. ........ . ... • ... .. • .... ... • ............... ... , ....... , ... , .,, ., 

t'Mal RtMNt ... 1... 

C.W.......,.... ...._ •• r..r liM S...se ........ - ......... .... ·-·- ... -............................. .. 

c. ...... " .... ·-···"''"'''"""'"'"'"""""'""''""'' ......... - ........... ~ .......... - ...... - .. 
hlboM ...... _ ................... _ ... _ .. _ ...................... - ....... ............... -... ....... .. ----
............. (~ .......... ...-llor.&.alt) .......................................... .. 

O . A.cc ... UIIIUM:~ : 

o.l....t r.,,_._ "' c....rlt~~ H-.-..................... 1.. 

o..herAeoo.n" 

1t,•.S•·&o&.•t 
,JJ.,S,tl\444.60 ... 

Afvli'll(tt tO lilt Tnill..,y..-Tecm·porvy .................................. ,.,,,,,.,................ ....... •• 

EllrMit'dtnJry, J.P{nt t Trtli61aty 81111 ' ""'"""'"'"""'"' "" 

htMIMt .................................................................................. ,,,,,., ,.,, ............ .. 

Crt4ilt ""'liiiiMdtlltf tor l• tmdal Rtc: .. .-n.alon ,,,, ...... _ ..................... ,,,,., ,,,.,.,,. ,. 

Od!• AIIOICk ...... ............. ,..,., ................. , """'"'' " ................ , "'''",, ....... , "", ,., .. 

... 

- l.lADILinU. 

.., ... ~ ... • dtt'lilatlo. ,..................................................................................... •• ... L, 

--;:;~~~~~ Dnfh O.tA.alld ... ............................ .............. ... . . ..... ................ ..... .. .. .. . ·""- ........................................................................................ . 
TtOJ SJC!bl UUIIICS. .•• I.. 

--··-····-···············-···-·--··· .. --··-··-·-·-··-···--·-· .. 
~ ~· .................... ---·--·------------- ··- .. 
Dtk ........ ,._. oec..·· ~ ~ -··-···--··-··--·-··-··· ....... ···-·-···-·-··-·-··-·--·-·-··-···- .. 

... 

43rd YEAR. 

•6•J'lJoii).U.,_ 

,a,,ot.,uo.u ,., .... ,.., ..• , 

,.. ....... ........ ,..,. 
, ....... »JAJ 

, .... ,.,...1J 
, ... , .. ,..,_ .. 

.. , ........... . 
Jf,.1't j,11)M 

.... , .... ,.,, ... ,, 
J7oS1J.fN,II J.,. 

~ ......... ........,.~ ................................................................... .. .;:;;~~ ...... .., ..... ~ .............................................. _ ......... -.. --········ 
L. , • .., .......... , 

··~.., .. +--........ _.. ....... _,_,_, __ .... -·--·-·--.. - . .. "- ................. ,..... ________________________ .. __ .......... - . 
To<>£---- ... 

~ ........................... L. ~~~--~~·~-----------------=-=--=----------- ____ ... 
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P ROFI T A 55 ACCO UN T 
..-10-:KV.- 10. F. -

rli ~~~......;:;:~:::::: L. 

J ""':t= ... ::u..:c~ .. ~ , ......... ....... .......... .. 
ll01- l»ro,~ttl1y AOOOI.ln~ •• , 

.I lltamp. Mid .cMUltliMion• 01'1 
r-Ip~ ........ . 

{ 

Clft~laliorl 1&ll: - now. ... 

"'-!!.': .'~~ .: .. ~ .. 
1-Tu ................. . 

.1 Adod.doon.l t-Tu 

llowlll~ ........... ...... .. 
WiiiiiPU -a -.....,.., u. •....... -..... .. 
~;;;; .. ·o;;;;:; -

... ..... ,.., ... ,.! lo77l,f1J.t0 

1,-414,68,S.19 
IO, ]I,J.019-00 
2,t ()op,10!).0, 

16.JQIO.JII 

_,...,..,..... -··· .. ~ I J "-l tAl••• Tu ............ .. 

o.a.. ~ ·-·-·-···· .. 1,)11),1f91 ,. c.,.... .... ··-····-·-·--·-···-···-····-······-·······-········-········- I. .._.. ....w... .... ·-···-···-····-·····-·····~···-······-·········· .. ·················-............. --........ .... _,,_,,,,,_,,,,,_,,, .......... _ ................................ -.. ·- .. 
~ .......... .-villolta- ·········-· ....................................................... . a... ......... ~ . ........ l!' .... ......................................................... .. 
0.,...:'-Woa .. .................. (', ............................................................ .. 

~=;..:.1~ :r.:w.:.~··::.::·.::::::~~::~:·:.:::::~::~·::.·:.::::::::.:::::.:.::::~::::·:::.. .. 
L 

--

~~~. .. ~ ... ,,... 
,...._,_,.,,.,.,.,,,,.,,,, L . 

''•r'• ju-n.-. ................. . 

... .. .• , .. , ...... 
t6, )68.t79-9& 

lnt......-on-.d••- ....................................... L. 
h1&e""" m Or, Mti'O\IIIM • " ' "" "'" • "'"'"' " ''" "" 

f:;;:.':~.;;~·· · ~;Wi ·;~~~·;;.:.;n;~·;;.· ;~ """"-· ... ...c~-...., ........ ............... .. 
()l.bW rwoftw................................................ .. 
•• -..... .. ~ ...... ~-. .................... L. 

J i.::.i;:.r:!.E~~r:·~::::: -l ..._ .......... ,,_ .................. -........ . 

IU,..j1ho661.13 
109.)11oj7lo]l 

l l,lf9o,S01•9.J 
l]oiNo)qGolh 

6)l,ll.).6l 
• ~.ul.oJ,.at'• 

l)o"·'..,'"' 
~ ... ~1-)J ·-­J., ........... 

Tcrf•_s. .................. L. 

NET PROFIT 

, •. ,...,.~..(. 1 .... ,_~·-~' ... -tSJ,ofiO,.e(l 
)tJ966.o7)-&l 

"" ,_'" .. .. _.... • .,.. •• .:: .. ·::·""...:L.:--•'~'"':;;;;"""'2!".-
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