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I sign it and send it over with the letters. 

Well , he ' s leaving in about f ive minutes . 

Well - oh, i s be? 

Yes . 

B: Five minutes - I thought it was 12:00 . Well , I ' ll 
try and catch -

H. M. Jr: 

B: 

H .~ . Jr : 

B: 

H. !I. Jr : 

Well, the train l eaves at 12: 00. 

I thought that I might try and catch the train and 
let it go along . 

Yes . I- I - I say O.K. 

All right. Well, the Comptroller General would go 
along on rand g but I don't think that be would 
go along on a ny of the other limitations . 

Yes, well, send me - after you get it signed, send 
me a copy, please . 

B: All right . Fine . 

E. '' . Jr: 

B: 

All right. 

Thanks . 
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October 8 , 1936 185 
11:26 cum. 

a..-. 

Mr . Knoke . 

Good morning , Mr . Secretary. 

Knoke, I don ' t know whet her the - di d you r ead what 
I s&1d on the Dow J ones ticker? 

Not yet. 

Well , let me read it to you - at my press confer ence, 
I said everything for backgr ound , and this i s the 
way t hey wrote it, which to me is entirely sati s­
f actory - it was on a t 11 :00 . I t s~ys : •washington -
Administr~tion offici als say t her e ' s no monet ary 
competi t ion be t ween t he United States and Greut 
Britain, contrary t o publi s hed r eports that the 
Br itish want a cheap pound . The view of t he 
Treasury circles i s that the monetary r e- ad justment 
,..-111 t&.ke place :;wiftly vrith u comp,;rutively small 
amount of international disturbance . Time alone 
1'1ill indicat e the f ut ur e levels of the var ious 
world currenci es , but exchanges a lready are 
r apidly set tling t owards normal , according to the 
vie~ expressed today in high Government qU&rters . • 
addi t ional - ' Tremendous changes in mone tary val­
ua t ions and international trude condi tions are 
still taking place , but the Administration f eels 
t hat t he objectives for which i t has been worki ng 
i n the monetary field are be ing sat isfa ctorily 
achieved. 1 

Good . 

What? 

Well , I think that - my - my first r eaction is t hat 1 s 
s plendid, I think. 

Yes . Well , that -

It ' s very helpful . 

- that t akes care of t hese stor i es about the wars, 
vou know, and all that . 

Yes - yes - yes . 

llow, we ' ve got t he British answer and it' s satisf~tc­
tory. The boys are working at it, and Lochhead ,-til 

tell you about it a l ittle later, see? 

Fine. 
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But it ' s all r i ght, and we ' re preparing an answer 
now. It ' s not yet for publication , see? 

Yes - yes . 

But we told the British we ' e show them what we ' r e 
going to do bef or e we do it, a nd we ' re going to 
show it to the French, see? 

Yes . 

But there ' s nothing - t hey ' re just in the midst 
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of it now, and a little later on Lochhead will give 
you the whole thing . 

Thank you very much. 

And now, how about - how ' s the market behavi ng? 

Well , there ' s - there ' s very little to say about 
the market here. 

Fine. 

It' s - there ' s practically no volume. The l&st I 
heard wa s 4 . 89-l/ 2 and I arranged with Lochhead 
that I would put i n an order at 4.89-l/4 if the 
market showed downwbrd tendencies. 

Yes . You &ot - did you get your figures this mor n­
i ng on the stock market? 

llot yet - no. You see Lochhead has been tied UP 
in a confer ence - I spoke to him very l ittle . 

I see. There is on balance for the world a l i ttle 
bit better than $4, 000, 000, all. bought and sol d . 

$4, 000, 000? Vlb1ch i s UP ~<gain -

A lit tle bi t -

Which is UP from the day before. 

Yes, the day befor e was a l ittle bit less than a 
milli on and t oday it ' s a l ittle bit over - well , 

j ust a second . 

Yes , I see. 

Four aail l1on t wo , and t ha nP.t purchas es of - net 
purchases f r om Gr eat Britain were two billi on 
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ei ght seventy-nine . 

~vo billion eight seventy-nine net purchases of 
Gre«t Britain? 

Yes . France, t hree eighty-nine. 

I see . 

Netherlands , three ninety-three (Pause) . 

Yes . 

Switzerla nd , four ninety-nine . 

Yes . 

Can&da ,nct sales a hundred seventy-three . 

!let sales? 

Yes . 

(Laughs) 

And others, net purchases two ninety-one. 

Two ninet y-one? 
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Tot al net purchases four aillion two seventy-eight. 

Four million t wo seventy-ei ght net purchases for 
the day? 

Yes . 

Vlell , those figures ought to be very hel pful. 

I think so . 

Yes . 

It shows you where it ' s c011ing frolll . 

Yes . 

Here ' s a s t atement f rom the United Press. I 111 r ead 
it t o you. This was on the United Press ticker 
here - ' Officia~s said they were pleased with the 
working of the accord thus far and believe it is 
bringing about rapid readjustment of the world 
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currencies to proper levels with a minimUJil of 
trade disturbances . They intima ted that a cer­
t ain amount or maneuvering for position among 
international currencies was to be expected be­
fore exchange levels shake down to stabilized 
ratios. • 

Yes. 

'It was indicated that such developments had 
been anticipated and that Gre~t Britain, France 
and the United States were cooperating carefully 
to guard against su:lden e.xohange disturbances 
as a result of sue~ j ockeying. ' 

Yes - again that ' s helpful, I think. 

Isn' t that helpful? 

Yes. 

I think it 1 s very good -

Yes . 

-myself. And the boys have handled it beautiful­
ly. I talked entirely off the r ecord and that ' s 
the result. 

Fine. 

What? 

Yes, I think there ' s no fault to find the - the 
way that works. 

That ought to steady the thing . 

Oh, I think so - yes. 

And now, if we get this other thing stra ightened 
out, why it's just another step . 

Vlell , what is t he other - you mean with the -

I mean this - this question of giving up gold . 

Oh, yes - yes . 

Yes. 
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Well , there ' s no question in your mind , is ther e? 

About that? 

Yes . 

Oh, no, no, no. 

Yes . 

No, it ' s just a questi on of working out the 
mechanics . 

Yes, I understand - yes. 

Yes . 

Thank you very much. 

Thank you. Hello? 

Yes . 
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You'll r eport this to Governor Harrison, won ' t you? 

I will - yes . 

Pl ease - tell him I asked you to. 

Yes, all right. 

Thank you. 

All right, s i .r. 
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II%B BAR OJ aOLAIID. 

•r. Bolton cal1ed •• a\ lltl& \odq, !hinaa wuo YOJ7, 

quie\J aov•en\ 1D I.oa.doa had dopped ~plehlyJ \hero -• 

no d•and ror f'rencb hanca, SWiaa rranca o r dollaraJ aa a rollll\ 

at arline -• roall7 quilt nra, ror tho -en\ an;rwq. ! be chance 

in trend, be \ boucbt, waa due to two roaaona1 (l) !be world 

Utllled to haYe built up a bull poaition 1n dollars and waa aot 

willing, ror t he tiao boiDc at loaat, to 1Dcroaae it, (1) \be 

Runian GoYe:maen\1 a \wo notaa \braa\lllinl 1D\or...ant1on ill lpein. • 

1t aupport or t ho rebel cauu waa not d1aCOD\1Dued by Ualt, Oaraaa.r 

and Portucal, which waa placiDc t ho Blua OoTOrDIIIII\ ill a d1UicuU 

and lli&M ultiaa\al.T aaaa ih tal.l. 

Bolton \ hill rorarred to \ be nqot1at1ona now coinc on bnw­

t he \wo t'roaaurioa and \ h e d1acuaa1on be and I had bad a row dqa qo 

aa to tho baaia or ' be price r or cold he wovld quo\o ua 4U11. Be re­

peated t h at he had .ucconed \o hh people that hh da11y price ror ua 

ahould be t he price oatabliabed nary aom1nc at rU~tnc or, aa an al­

tarnatiYa, tho aYarqe ba\ween \be price oatabliabed a\ riXlac \he 

diJ' barore and t ho aaaa dq. I upl1ed \ha\ it •••ad w •• tho ala­

plan ae\hod would be \be aoat daairablo and t ho aiaplaa\ 1D tbia caao, 

it appeared t o aa, waa tAo price anabl1abed dU.l1 at f1.li:1.Dc. I addo4 

\hat it, attar a tow dqa or trtal, tbia did aot ••• to be •JtS.aa _. 

properly, we 110Uld haYo to en toco\har and diaov.aa -• otbu baaia. 

I illquired 11bnhar be would quota ua \wo priooa; aao ror b~qinc ud OGe 

ror t•ll tac and he ropUo4 \hat be would .-eta Gila priu OlllT, at 'tlb111a 

OOIIld oi\bu buT or aal.l. I Uied to -d h1a aa to m.t bia ideu 
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BoUoo Uloulh' \ha' \!117 WIIMI.ld. .. r•• \o ~ 1M wollld. 

( I u•cd. •o .,,,,. \o h1a •-1'1"0• 'ha\ \he cuenl• 

ot ol d balanc .. be left piD41DI tor \he _c,. ) 
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October 8, 1936 . 
11:48 a .m. 

Hello, Ur . Morgentbau - yes . 

Bow are you? Cochran? Hello? 

Hello, Yr. Uorgenthau . 

Can you hear me? 

Yes, very well now. 

Good . I 1m going to take a chance on the t elophone. 

All right . 

V/e 1ve had a very satisfactory answer from Mr . 
Chamberlain. 

Fine - I'm glad . 

And he - we •re y;orking now on an ansuer which y;ill 
be ready so~etime around f our o 1 clock. 

You - you are working on the answer? 

Well, it - it really doesn ' t require - we gave him 
a statement and he came back with an answer which 
is 98 per cent satisfactory. Now what t hey ' ve 
asked us to do is to give them a copy of our 
proclamation, plus a copy of whnt I am going to 
give to the prsss, you see? 

Are you givi ng t hem a copy of the -

or ow· proclamation -

You're giving to the press? 

No, a copy of the proclamation and a copy of the 
press s t atement, you see? 

There are going to be both, are t here? 

There ar e t?to. 

Yes . 

There ' s a proclanation and e copy to the press . 

Yes . 

"0? ~ -
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And when we gi ve i t to - and when we give it t o them, 
we 111 get it off immediat ely by cable t o you. 

I s ee . 

But we - we - t hey're coming in t o see us about 
four o ' clock so that 'll get in t onight, and 1f 
you could have it decoded , you could take i t 
ar ound to Yr . Auri ol the first thing to~orrow 
morning . 

I see . 

Now my t hought is t hat - and Mr . Chamberl a i n seemed 
to l ike the idea of our m~king a simultaneous 
s t atement. 

I see . 

As a matter or fact, I ' ll send you a copy or 
Cbaoberlain•s message to ce . Then you ' ll have 
the whole business . 

All right . 

And the thought i s t hat someti me over t he week­
end we ' l l get this out, see? 

I see . 

(Aside : ' Oh, all right. Come on.• ) Hello . 

Hello . 

Sometime over the vieekend, we ' l l - we 1ll get this out. 

I see . 

See? 

Y.;~s . 

Now jus t a .ainute . Or . Feis 1s here am he' s s haking 
his head . Jus t a momen t . 

Yes . (Pause) 

Wait a m.inute . (H. IJ . Jr . s peaks to or . Feis) . No, no, 
he s ai d - no, I t hought he was disagreeing on >~omething . 

I see. 
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No - everything i s all right . 

Fine. 
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tlow that ou&ht - will go out. of here so that you ' ll 
get it. I mean that it 'll go out or here some 
time between four end five, and by the t1111e 1t•s 
coded am ever ythiDL, it ' ll get in t here tonieht. 
Have your code people in fairly early, will you? 

\'/ell , I 1 ll - I 1 ll have them in tonight if you • re 
going to get it in. 

I think so . 

All r!ght . Then does this call ror any statement 
part of the French? 

Ye~ . \/ell, now l€t me put it this r.ay . Yle have 
to make a statement, see? Hello? 

Yes . 

And after they 1ve seen this thing, I think they' ll 
want to make a statement, but it isn•t necessary . 

I see . That - t hat ' s the way . 

It's not necessary for them to make a statement 
but I think that they will and I think that l.lr . 
Chamberlain will . 

I see - oxnctly . 

But it•s not necessary . 

I see . 

But this will be an announce~ent -

Issued at once? 

Pardon me? 

You •;ill not be issuing this publicly at once? 

I don ' t hear ver y well . 

You v;ill not be issuing this at once? 

No, riiY thought is t hat t his would be.. issued mos t 
likely - the t!Qe t hat I prefer to issue it is 
for Sunday morning papers . 
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Sunday morning? 

That ' s when I ' d like to do it, so tl~t lt gives the 
peopl e a ch~nce to digest it. 

Yes . 

You see? 

But I ' o to show this to t hese people a t once and 
get any reaction from them. 

That ' s the idea, and when - the time that I ' d like 
to do it is Sunday morning to become effective 
IJonday . 

I see . 

You see? 

Yes . 

We give it out for Sunday morning papers to go into 
effect !.!onday morning . 

I see . 

Now let rne see if our people her e have got anything 
t hat they' d like to ask. Jus t hold the \r.lre , 
please . 

!Ill right . 

(Pause during which conversation is carr i ed on in 
R.M • .Tr . 1 s of fice. ) 

Hello? 

Hello? 

That state~ent we ent you ten days ago - this 
i s goin& to super sede that. 

It does - I ' m glad . 

See? 

Yes , yes . 
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\'le 1 re working on something new nor., and this will 
supersede th::tt . 

Fine . 

Now, I got your stntement; I got your suggestion, 
and I want you to f eel free at any time to send 
me any ideas you ' ve got, and I ' m not goi ng to 
always accept them -

That ' s all right - I don 1 t expect you to. 

- but, on the other hand , you' re there, and I want 
you to think; I want you to use your head; <>nd any 
time you have any ideas you send them a long. 

All right, sir . 

?OG 

And I 'll accept them in the spirit in whic h t hey ' re 
sent . 

All right . Well , I apprecia t e t hat very much. 

Now, just a moment. Just a minute . (Pause) When 
did you pl an to go to Basle? 

I planned t o go do1m on the night - on Saturday 
night . 

l'lell -

That would be about eleven o 'clock I' d leave here . 

~iell, let's see how this works out, but what I ' d 
like to do, as I say , is t o oake this effec t1 ve 
Monday and give it out for Sunday morning papers . 

I see . 

Now just a 
ment here . 
to you and 

All right . 

minute. I - I gave out a short state­
I f you ' ve got somebody - I ' ll give it 

you can copy it down, see? 

I think it will be helpful because ther e ' s been 
constant stories here that there is a war on between 
ourselves and the British as to t he r ates, you see? 

I see - yes . 
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And t his is what just came out over the flall Street 
ticker - the Dow Jones ticker - you see? 

Yes . 

Rave you got somebody you could repeat this to? 

Just a minute - I 1ll get my secretary . 

All right . 

(Pause{ during which, conversation and laughter nere 
carriea on in H. I4 . Jr . ' s office . ) 

Hello? Bello? 

Bello? 

If you could just read it to me, I ' ll repeat it 
to QY as s istant here . 

All right . ' Administra tion officials -

Administration officials -

- •sRy t her e is no monetary competi tion­

say t here is no monetary competition -

- •be tween the United States and Gr eat Britain, -

between the United States and Great Britain, -

-•contra ry to published reports -

-contrary to published reports -

-' that the Br itish want a cheap pound. 

That the British want what? 

- •a cheap pound . 

A cheap pound? 

Yes . Para&raph. 

Par a&r.aph. 

•The view in Tr easury circl es -

The? 
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- 1The view in Treasury circl es -

The viow in Treasury circles -

- ' is that monetary readjustment -

- is that monetary readJu~t~ent -

- •will take place swiftly -

- will t a:te place swiftly -

- •and with a comparatively small -

aod with a comparatively small -

- ' amount or internat ional disturbance . 

- amount of intern~tional disturbance . 

Par agraph. 

Par agr aph. 

1Time a lone -

Time alone -

- •will indicate -

- will indicate.-

- • the f uture l evel -

- the future l evel -

•of various worl d currencies , -

of vari ous world cw·rencies , -

•but exchanges already -

The - the first word? 

- •but exchanges -

but exchan&es already -

•a re rapidly settling -

- are rapidly settling 
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- • toward normal -

- tonard nor~al -

- •according to the view -

- according to the view -

- •expressed today -

- expressed today -

-' in high Government quarters .• 

- 1n high C-overnment ~uarters . 

Paragr aph. 

Paragr aph. 

JTremendous c hanges -

Tremendous changes -

- 1 in monetary valuations -

- in monetary valuati ons -

- 1and international t rade conditions -

- and inter~~tional trade conditions -

- •are still taking pl ace, -

- are still taking pl ace -

- •but the Administration f eels -

Vlhat? 

- •bu t t he Adminis tration f eel s -

- but t he Administration feels -

- • that the objecti ves -

- that t he objectives -

• for which i t has been world.ng -

- for which it has bevn working -
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- ' i n t he monetary f ield 

- in the monetary f ield -

- 1are being satisfactorily achieved.• 

- ar e being satisfactorily attained or achieved? 

Achieved . 

Achieved? 

Yes . 

All right . 

Now I gave that out for background and t hey 've all 
got it . 

I see . 

And I did that - I think that ' ll help a lot. 

All right . Fine . 

And you can use it ~?here you think best . 

All right . 

NO\Y, you 111 - this stuff will go out of here to­
night, a m you ask to see &lr . Auriol the firs t 
t hing in t he mor ning -

Yes . 

- and you t ell t hem thnt if Gr eat Br i t ain and Fr a nce 
ar e agr eeable, why we ' d like to give it out Sunday 
t o go into ef f ect Monday . 

All r i ght. 

And we will send you our statement - t he decl ara tion -

Yes . 

- plus a copy elf' t he memorandum which I r eceived 
this morning from Ur. Chamberlain. 

I see . 

See? 
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Yes . 

And then as soon as you see Mr . Auriol, you tele­
phone me . 

I - I telephone you as soon as I ' ve seen him? 

Yes . Is Bullitt out ot bed? 

Yes , he 's down for t ho first time . He was down an 
hour day before yesterday - I think it was. 

Yes . 

And I just spoke to him a minute ago . Would you 
want to speak to him? 

No, no . 

Y/ell , I mean he ' d be glad to say 'hello,' I 1m sure. 

No - well, tomorron maybe . 

All right . 

Tomorrow . 

Rere, I have just one point - it ' s t he s ame old 
point and you ' re solving it . What does t he &linistry 
of Finance and t he Bank of France do on this whole 
business? That's just " hat you 1re settling . 

Pardon me? 

I say tho Bank of France has called me once and 
Baumgartner called roe this morning -

Yes . 

- wanting to know if t her e was RQYthing new. 

Well this is the answer -

- a more complete basis ; I was sure I could tell 
him shortly . · 

This i s t he answer - you 111 have the Y!hole story 
t he first thing tomorrow morning . 

Yes . Well they - they were very nice, but that ' s 
all t hey want - that ' s all . 
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Well, I think if it can work out that the three 
Governments make a simultaneous statement, it 
will be very hel pful, but we •re not holding out 
for that . 

Yes . 

But I think that you' ll find that the British 
vtill want to -

Get up all of that . 

- get up all of it and Join bands . 

Yes . 

I ca n ' t imagine them giving up such an opportunity . 

I see . 

Yes . 

Viell , the other day they - they seemed willing to 
do anyt hinl; that we might suggest . 

Fine . 

They should - they ' ll get the gold . 

\',ell, you' ll have everything on your desk in the 
mor ning. 

All right . Fine . I 1ll have my code cl erks down 
tonight • 

Good . 

So that they'll have it all prepared. 

All right . 

Well , thanks so much. 

Goodbye . 
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t he 

October 8 , 11136 
3:10 P. M. 

/ / 

Wr. White, Dr. Fei e , Wr. Haas , 
Ollphant and Wr. a..st on met to 
proposed public statement . 

~ / 

Wr. Taylor, Wr. Lochhead, 
di scuss with the Secretary 

The Secretary began to read Ur . Gaston's dratt as follows : 

(Copy is attached) . 

•supplementing the declaration with respect to transactions 

in gold with certai n foreign countries issued today , the Secre­

tary ot the Treasury makes the following statement: 

"Developments in the international m.onetary situation since 

the eta~ement ot September 25th, declaring the oommon views ot 

t be governments ot the United States , Great Britain and France 

have made possible a further step to advance the common ob­

Jectives at the tbree governments. 

"To protect the domestic value of our currency and at the 

same time to maintain the monetary equilibrium envisaged 1n 

the declaration ot September 25th, i t bas seemed advisable to 

provide means tor t ransactione in monetary gold between the 

three countries. 

"Initiation of such transactions on a mutually sat1etactory 

basis bas been facilitated by t he establishment ot an exoAange 

stabilizati on fund in France, through which transactions may be 

oarried on with similar funds of the United States and Grea t 

Britain. 

"The cooperation envisaged by the statement of September 

25th is going forward. This cooperation will be strengthened 

by the present arrangement tor purobaeee and salee of gold be­

tween the funds reciprocally. Full liberty is of course re­

tained by each of the governments to deal only on terms sat­

isfactory to i t and in harmony with the desires or each pri mar­

ily to safeguard their own domestic economies but at the same 

t ime to facilitate internati onal commerce. • 

The Secretary ' s comment was , "There is something the matt er 

with this thing.• He then added, "Before I forget it , bas that 

memorandum from Wr. Chamberlain to me been sent to Cochran? 

Don't you think we ought to have asked peraiseion? 1 Feis 

answered , "Just t or luck, I wrote 1n the cable to Cochran -

'For your 1n.formation . • 1 The Secretary added, "Because, aoross 

tbs top ot the memo 1B the word 'confidential. 11 Fei e eaid, 

"The phrase ' For your information ' I thi nk guards that. • 

ur. Feis then said, •rr you are going to accept one, T8310r 1 e 

substi tute would eave you the troubl e or re-dr afting that first 

sentence.• The Secretary t hen read the t hird paragraph ot the 
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gold with cert..in f'croign cotmtriea iaeued today , tho Sooret-.ry or tho 

:rouury rakeo tho !'ollowi.ng atatemont• 

Dovelopcentc in tho internationAl monoto.ry situo.tion since the 

statomont o!' September 2.5th, doole.ring tho o011m0n vicma o!' the gOYOrn­

cento o!' the United Stntoa, Groat Britain and Franco ba-ro made pouible 

a 1'\lrther ctop to adn.noe tho ooc::>On objootinc or tho throe r;overllCollnt.t . 

To protect tho do:neatio -ralua o!' our currency and at the aace time 

to caintllin the DOnetary equ1Ubr1uc ol1't"icll4!;ed in i-ho declaration o!' 

Septa:abor 2.5th, it baa ae...,.,d advioablo to provide aoana !'or tranaaotiona 

in 110net-.ry &~lei batwoen the throo oountrioo. 

Init~.ation o!' ouch tranaactions on o. mutually aatia!'aotory baaia 

baa boon re.o1l1tntod by tho eoteblisbaont or o.n excb......., atabilhetion 

!'l1nd in Frnnce , thrO\I&h 'n'hich trnnGO.ction.a 'fill>:/ be cerried on with ailoilar 

1'\mda o !' the Uni tod Statoa end Greet Britain. 

the coopon.tion enri•"58d by tho ctatecent of September 25th 1a going 

forsan!. This cooperation will be at.rongtboned by tho p-oaont u-nD;;e­

CIInt for purohoaoo and saloa o!' gold botTreon the !'uncle rooipro~ally. Full 

'!/ c.- "-"""-q,<.-
liborty 1e .. retained by eo.cb or tblt gonl"IIIJent& to doo.l only on toraJ aat-

iaf'aotory to 1 t o.nd in hannoey W'1 th thAI doairoa or each p-t-ri~ to 

so.!'eguo.rd their own d<~Ceatio eo011C1:11ea but at the •- t~ to taoilltate 

international o(ll:ltleroe. 

Regraded Unclassified 



Subatituto for 2nd and :Srd para.gra.ph.e . 

In ardor to pert>it the close cooperation or tbe atab111&at1CIIl 

t'unda OUYi$t.£Od in tho declaration or Soptol:lbor 26th. it 1a m oeuary 

to amenrl the regulationG iasuod by tho Trouury in order to pend.t ~ 

tro.nsrer or gold bot'lleen the stabilication J'unda d: tbe three oountrioe 

on a reoiproCG.l basis. 

Th1 a ohan&O in the regulations permits the hou.r to hour ooopor-

ation and tlox1bil1ty 'lfhich are noous&ry to achieve tbo goo.l or stable 

into""'tional currency relationships . 
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draft and said, "Let me start out entirely differently, it 
I may .• He t hen dictated the following draft : (Copy is 
attached.) 

"Two weeks have passed since the United States Govornment 
Joined with Great Britain and France in issuing s1mu.ltaneous 
s tatements in regard to real.ignment of the French franc. Dur­
ing this short period we feel t hat it has been demonstrated 
that this understanding bas met with great success and has 
pointed the way towards a much larger field 1n world pence 
and oommeroe. 

•we now t1nd that another step is necessary 1n or·der to 
permit the three Stabilization Funds of the three respective 
countries to carry out this gentlemen's agreement, to wit: 
to even out the fluotuations in the various f inancial capitals 
of not only the three respective countries but almost every 
capital in the world. we also find that it is necessary to 
take an additional step t o assure the national prosperity of 
the United States. · 

I 

•with t bie obJ ective ln mtna, we are issuing on Uonday 
the statement under which gold may be exchanged between the 
Governmental agencies of the United States, England and France, 
always keepi.ng 1n mlnd that our first thought is our own 
national prosperity .• 

Mr. Gaston remarked, "Tbat is a very different thing from 
what I supposed we were worki.ng on.• 

&son of the other members present t hen read to the 
Secretary the draf~e they had prepared. (Copies aro attached. ) 

Wr. LoChhead said, "llonday i s Columbus Day end a legal boll­
day in New York and all our exchanges will be closed on that 
day . Great Britain and France will be open; we will all be 
closed, so there will probably be no transactions on Monday. • 

The Secretary said, • rterbert (Gaston) , bow do you l ike this?• 
Mr. Gaston replied, "This, then, i s something di fferent? This 
is a statement to be issued in advance, in wh1oh we give notice 
of the latest sta tement? 

The Secretary replied, "This is to be given out. Let's 
say we are going to give it on Monday, to get lilY timing correct. 
Th1e is given out on Sunday in a4vanoe, announcing that we are 
going to do thie thing on Uonday -- issue this lloenae.• Gast on 
remarked, 1 I had a dif f erent underetanding, that you would make •• • • 
Interrupting him, Ur. uorgenthau explained, "No, thie ie lilY 
statement to the prase, wby I am taking this additional etep, 
and wha~ the English ask is, would we do them the courtesy or 
letting t hem see the kind of statement we are going to make be-
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Two weet. have paeaed einoe the Un1~ed 8\atea Governaent 

Jo1ned witn Grea~ Bri~a1n and Franoe in ieeulng e~ltaneoue 

atateaenta 1n regard to real!gnaent ot tne French trano. 

During th1a short perlod we teal ~hat 1~ has been deaon1trated 

that th11 underetanding hae •e~ w1th grea~ 1uooea1 and hal 

pointed the way towarda a auoh larger t1eld 1n world peaoe 

and oo .. eroe. 

We now t1nd that another 1tep ie neoeaaary 1n order to 

permit the three Stab111~tion Fundi ot the three reapeo~ive 

ooun~riee t o O&rr7 out this gentlemen's agreemen~, to wit: 

to even ou~ ~he tluotua~iona 1n the Yarioua financial 

oap1tala or not only the three reapeot1ve ooun~riea but alaoat 

every capital 1n the world. We alao t1nd that it ie neoeaaar.r 

~o ~ake an add1~ional atep ~ aaaure ~he national proaperi~ 

ot the Un1ted Statee . 

With th1a obJeot1ve 1n tD1nd, we are 1aau1ng on Monday 

t he etateaent under wh1oh gold may be exchanged between ~he 

Governaental agenoiea ot ~he United Sta~ea, England and rranoe, 

alwaye lteeplng in miliA that our t1ret thought ia our own 

national proeperit7. 
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cause ~hey most likely will want ~o make one , too, and ~ 

~nougAt waa to do it on Sunday eo people could d1gee~ this 

thing. Attar a ll, 1r it appears 1n our pap ers on Sunday , 

1t means the rea~ ot the world has halr-a-day ' a adyantaga to 

work on th1s and, whether or not we do this on Sunday, ~he 

permit will begin to Usue llonday and we are closed , and I 

would rather do 1t on Monday and the license begln to work 

on Tuesday eo tha~ t hey don't get halt-a-day's advantage. • 

Gaston repeated, 1 That i 8 a ver y d1tteren~ thing from what I 

supposed we were working on. • 

Dr. Pel s aa1d, 1 I think 1~ is an exoellen~ 8ta~ement ot 

what may b e involved in this action ultimatelY. It definitely 

steps up and dramatizes the import ance ot t hese new regu.l&tions 

permi tting the movement ot gold between stabil ization funds , 

Now you alone can Judge whether you w1ll be satisfied whether 

it is read that way. I ehould think i~ would be more exped­

ient to present it leas dramaticallY, more as a mlnor a~ep 

~nan a maJor s t ep. Tnat 1a what 1a behind Taylor's presenta­

~1on. • 

A~ t.h18 poln~ , Dr. Fe1s read hie own dr&rt statemen~, as 

follows: (Copy 1a at. tached) 

1 The policy declared 1n the simultaneous declaratione re­

garding monetary atab111ty, issued two weeks ago by the French, 

Br1t1ah and American Governments , 1s operating moat succes s­

tully . 

•To make 1t tully etteo~ive i~ 1a necessary to provide, on 

a r eciprocal ba81a, tor the ~ranater or tunda between ~he three 

8~abil1zation runda. In order to provide tor this, and t hus 

permit ~he close coopera~1on ot the t.hree currency tunda, 1t 

18 necessary to amend the regul.at 1one iss ued by the Treasury , e tc. 1 

and suggested using t.he closing paragraph in Oaaton 1e dr&rt 1n 

addition to h1a. 

Wr. Taylor remarked, 1 Fe1a 1a quite right about wanting to 

t reat it not as a ma~~er ot maJor 1mpor~ance.• 

Haas said, 1 Kaoy people ,when we gave out the first state­

lllent, ~ook 1t tor granted tha~ you bad 1n mind, 1t 1t was not 

already diaou.aaed, some way ot handling ~he gold movemente. • 

The Secretary said, ' I don't want to plead tor ~ thing. 

I didn' t know I was dr~tidng it. Bu~, rrom ~he • onetary end, 

t.here ia nothing more dramat i c. We haYe 10 or 12 billion• ot 

gold and I can'~ parmi t France to have a reciprocal basis and 

cut out the tremendous importance ot the Engliah. Attar all, 

it • s another step. • lir. Taylor added, "Ano~her very Ulportsn t 

step. • 
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Cont1nui~, the Secretary said, "Taki ng care of the one 
cricitiem that Herber t Feis has, when we see the boys we can 
explain the d ifference between this and the old gold standard, 
which is that under this agreement, operations in gol d are be­
tween Oovernmen~s only and a t a price fixed by t hose Govern­
mente . Under ~he ol d gold standard, anybody could opera~e 
be~ween the gold point e . That, as I understand i~ , i s the old 
gold standard. That's what you said, Herbert . You said you 
had to entirely r e-educate yoursel f a s to your thinking. This 
can be expl a ined to the men, tha~ this ~hing jus~ works on a 
day- to-day basi s and the thtng i s not fixed , and explain it. 
The great troubl e in this thing so far as the cri t i cism I have 
received i s this: 'It is very nice, but what have you done? 
Nobody understands what you have done. The taxi cab driver 
doesn ' t understand i t . •• 

The Secretary t hen r ead aloud the statement he ha d dic­
tated above . He said to the group, "This i s something I am 
going to read to the boys ~self, talking J ust a s I di d t his 
morning, talking i nformally to tho newspaper boys.• Oliphant 
tnquired, "That is to go to Yr. Chamberlain?• t.lr. llorgenthau 
replied , •Yes. They asked how ~hey can explain i t.• Ur. Oli­
phant then asked, 1 Thie is net to be a written statement?• wr. 
Uorgen~hau answered, "Whether it is writ t en or not, this is ~ 
explanation when I hand o~t t his license .• 

Mr. Gaston r emarked, "It seems to me we should have a formal 
statement , something like ' The Secretary announced today that 
regulations will be amended on Tuesday eo ae to provide, etc. • • 
Wr. llorgenthau said, "I have ~old t hem right along that there 
was no further understanding than wnat I had t old them.• Oas~on 

added , •It ie a fur~herance of t he objec~ivee . • And Taylor said, 
"It wlll facil ita t e the clae coopera tion.• 

The Secretary read his draft agaln , and r emarked, "I t hlnk 
it ' s e damn good statement .• Haas asked, •coul d you take out 
the word 'necessary? '" The Secre~ary answered, "Before you got 
down to words, you can tear lt apart. 1 

Ollphan~ expressed hls opini on as follows: •we never ~~ow 

how any of theee things are going to take on. I was surprised, 
end pr obably other peopl e wer e surprised, ~hat the press and 
the world attached a great deal more importance to the ot her 
thing than you could for eeee and I think t here l e danger of an 
anti- climax. The danger is, Morgentbau is oversold on the 
importance of this step. And t hat 's bor ne out by the fact that 
Gaston sai d that a s soon a s a tri - partite statement came out, 
~be newspaper boys came to him and said, Now you must sell gol d 
to each other. On what terms i s that going to bc? As an anti­
climax t his will sort of fall flat. They know i~ l s golng to 
be done and thdy ar e merelY curious about the t erms. • 
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Ur . Whl te sald, "I am inclined to agree that we have 
squeezed t he maximum advantage out of t his move ; that it 
baa taken hold and that we are getting great results . I 
don 't see how we can get any mor e profit only 1n the nature 
ot an anti- climax . I l i ke some of your s tatement. I like 
the general principles. I think with oome changes that 
could tit 1n with t he t hesis of making it over ae the nex t 
step 1n the pr ocedure and without making it seem a s though 
this was not contemplated; t hat we d.i d not know this next 
step would be necessary . In other words , I am in favor of 
not making it. dramatic. I don ' t t.h1nk t his does make it 
dramatl.c , pr ovided certain changes can be made 1n i t , and 
that statement can provide a basi s t or a publi c statement , 
if we would work on it a very l ittle, without providi ng t he 
danger of an anti-climax. • 

The Secretary t h en said, • unfortunately, we have not been 
sitti ng toget her. I make this s t atement very quietly. I am 
not seeking any climax , any publici ty. I have to say some­
thing. I give t his out. It may go on the back page or on 
the front page , but what am I going to ea,y? I say about 150 
words and that's all. You peopl e are sort ot talking t hat I 
am t rying to publicize this thing. I have to say something. 
r don't say anyth ing dramati c. I am taking the next s tep . 
Wben we f i rst gave out the Vandenberg letter, the men came 
around to Gaston and sai d , There i s nothing new in thi s . That 
was thei r reaction. But the men at the desk thought t here 
was. That ' s what you told me t hey sa i d anyway , Herbert. • 
Gas ton explained, "They said , There isn 't any statement of 

new poli cy in t h is . And I said , No . 1 

Continuing, Ur. Korgenthau said , "The boys sai d , Why does 
Morgenthau get excited a bout t hi e? 1 Gaston remarked , •on, 
they all realized it was a good s t ory .• The Secretary then 
said , "But they t hought I was unduly excited. Now, I am not 
unduly excited about t his but I have to explain it. And what 
you handed me does not explain it. What I have said here ie 
an honest statement of what has happened and t hat waited t or 
a coupl e of weeks . And t hey asked, Is t here anot her atep? I 
didn ' t know. And it wasn ' t perfectly clear when we ent ered 
into the other agreement. that we were going to do t hi s .• 

ur. LOchhead sai d , "When we made the first statement, 
somebody said, You are going to give up gold? That was what 
they were t rying to !1nd out. That was a cer taln s t ep . 1 Mr. 

Morgenthau answered, "It wa en 1 t. clear 1n my own mind. we are 
now golng to give up gold and we are golng to announce that 
we wlll give up gold t o France and England . We have to let 
t hem know t hat we have gained enough experience 1n this short 
period t hat we have confidence to take thls step. I don ' t. 
honestly believe that in the beg1nn1ng there was anything 1n 
the t r i-partite etat.eme~t. t hat would give anybody a ssurance 
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that we would gl.ve up gold. ·!ne newspapermen were Just u-y-
1ng us out. ~nen we di d this , aome or you people aa1d that 
500 million dollars or gpld would leave this country right 
away . There was not a single parson who sai d to me, It you 
do tnla thing you will gain gold. Some thought that people 
would Bell stocks and t ake their money. Nobody thought there 
would be a big buYing boom from England in our stocks. There 
wasn ' t anybody who dared forecast that 10 or l2 countries 
would i mmedi ately follow on t his, Italy 1n particular. I 
didn't ~self know t hat I would do t his thi ng. I never rec­
ommended i t to the President. There is nobody who was able 
definitely to roreoaet that tbi e thi ng would happen this way. 
Is that r i ght?" 
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llr. White said , 1 I think I did 1o a meco . • llr. llorgenthau 
aald, •Ir you di d, I didn't s ee it. It you did, I don't re­
member it. The poi nt I am getting a t is, I consider I waa 
nervous about the other eturri more nervous than aliDOat any­
thing I have done. I am st1l nervous about this , because I 
don 1 t know that t his i s the right thing and all I say 1B that 
during the last two •~eke t his thing bas worked.• 

Dr. Pels' comments were: 1 The tact that t his was not oom­
plete, 1ndicated by what we have done previ ously, glvee it ita 
dramatic importance. You may be sure it will find lte way on 
the front page and not on tho back page. I t is dramat i c i n 
that i t is exper imental i.n two regards -- you don ' t know how 
publio opini on i s going to take it and we don ' t know bow it 
i s going to operate; ther efore, the reason for treat i ng i t in 
an ordinary rasbion rather than in a dramatizing r aohlon. Oer­
taln parte 1n there, reference to world commerce and world 
peace, and the very start or the sentence 1Two weeks ago' -­
that's oratorical. I am not arraid that this wlll be an ant i­
olimax at the moment , but later it might make it almost a a 
much a climax as the firs t acti on.• 

Taylor expressed hie opinion a s follows: "Also, you don't 
want to give the 1mprsee1on that you weren't t hinking or t hi e 
as a poss1b1lity because you were thinkl.ng or th18 back 1n June 
and you ought not t o aot too surpri sed about l t. You hadn 't 
made uP your mind you were goi ng to do i t .• The Secretary re­
marked, 1 The French didn ' t have a fund. • Taylor, continui ng, 
sal d, •r think you have to avoid t wo things -- 1 , maki ng l t 
too important, and the other , giving tbs i mpression t hat you 
bad not thought about lt, becAuse you bad t hought about i t be­
fore but you hadn't said you ' d do l t. • 

Oliphant expressed his opinion ae follows , 1 Tbis contains 
little or not hing of the sort you outlined thi s morning.• llr. 
Uorgentnau sai d 1 I le t t that out . I read thi s morning ' s 
editorial in th~ Herald-Tribune where they say I am i n a tog 
and, 11' I eay I am 1n a t og, t hey will eay, I tol d you eo. • 
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H.K. Jr. then eaid , 1 Let'e take this paragraph by paragraph. • 
He read the tiret paragraph or h1B dratt: 

"Two weeks have paeeed since the United States Government 
Joined wit.b Great Bri tain and France i n iea~ing aim~ltaneoua 
statements 1n regard to reali gnment or the French franc. D~ing 

t h is ehort period we reel that it has been demonstrated tbet 
thie ~derstandin~ has met with great suooeee and hae pointed 
the way towards a much larger field in world peace and commerce.• 

He then eaid, 1 Si noe then the French have set up a stab1l­
i~ation fund and 1t you put t hat in, you have reason to go 
ahead with thie step . • 

Gaston suggested, "I think the best way to do this 1s to 

work from the tact of wanting to confer with England and get 
t.he1r approval; Just. tell the boys what. you propose and if you 
are going t.o write 1t. out and submit 1t. to the British, t.bat 
would be t.he normal wa:t ot t.ell1ng it to t.he boys . You could 
say to them, ' I have an announcement to make whiCh I think will 
be of considerable newe val~e to you. We will 1esue on Konday 
some regulations which will permit England and France, through 
t heir stabilization ~de, to obtain gold from o~ stabiliza­
tion fund, and we in t.~n will be able to obtain gold from them. 
Then proceed that. it ie the logical step. But you begin b,y 

announcing the news. • The Secretary said, "That's all right 
with me. I got away with it this morning and I bad not re­
hearsed that.• 

Cont1nui.ng, Gaston said, ' You will not. have t.he el1gbt.est 
trouble telling the boys the facta but. the only complication 
is the apparent necessity or checki ng with the Brit.ieh on what 
you are going to say. So t hat requires writing out something. • 

Ta:tlor euggeeted , • can• t you flx that by saying, ' I will 
make th1e simple verbal statement•. What do you think o! that 
Herbert (Fe1e)1 1 Dr. Fe1s answered, •I agree wi t h Gaston, be­
ginning with the ~ewe .• Kr. Gaet.on then inquired, "But. could 
we Just tell the Br1t1eh that the Secretary on saturday verbally 
and informally w1ll tell t.he boys or the formal announcement he 
w111 make on Tuesda:t . • Dr. Fe1e said, 1 llo reason wby not. • 

The Secretary said, 1 Let 1 e talk about the date. Columbua 
Day , coming on Uonday , ma.Ybe i t would be bet•.er to announce '-t 

Uonda:t, erreot1ve Tueeday. 1 LOchhead ea1d, •I don ' t f eel t here 
will be any operat.ione by the two stabilization funds. I doubt 
whether there would be &nY neo&1sit.y tor them to b~ gold from 
ue on Konday. Tber etore , it could bold over until Tueeday. 1 

Tho Secretary said, • we could announ~e i t Uonday morning, t he 
license to go into etteot Tuesday . Is it a license? Oliphant 
answered, "No, it 's a statement.• Gast.on aa1d, 1 It ' a an amend­
ment. of o~ regulat.1ol!e. • Oli phant. added, ' You are b~1ng md 
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selling gold under a sta~eoent whloh you leeue. 
of new met bode in traneactiona in gold which are 
methode here~otore promulgated." 

A a~ateme:tt 
outalde the 
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Mr. Haas suggested: "There 1a another consideration wi th 
regard to t iming. There may be some advantage 1n holding it 
tor Tuesday and the psychology may be wrong t o do 1t over the 
week-end . In ot her words , it ' s nothi ng which should have a 
bad effect on the marke~.· The Secre~ary said , •we wil l do 
it tor Tuesday morning.• 

Gaston inquired , "Why announce 1t without giving out the 
text of the statement?• And the Secretary sai d , •we w111.• 
ur . Taylor said, "The more I listen, I think 1~ 1e Just 1bue­
lnees as usual. '" Fe i s agreed, saying, "That ' s right . Treat 
it as a subordinate stop.• 

The Seore~ary said, "Let's Just atop and think a minute . 
We give the British a copy ot this press statement. Then the 
thoUght ie, we wil l announce t h i s -- give t his to t he boys?" 
Gaston replied, 1 Give i~ t o the boys Uonda3 afternoon and give 
a verbal explanation ot why t his ie done. • 

The Secretary t hen inqui r ed, •you wouldn't want to do it 
tor Monday morning, a. day in advance? • Gaston said, 1 llonda3 
afternoon is our r egular press confer ence. It you would give 
it out Uonday afternoon, the European markets will all be 
closed and they will act simult aneous lY on 1t, or call a press 
conference on i~ Uonday morning.• The Secre~ary said, "But 
the markets are closed on Uonday.• wr. Gaston then said, "I 
should think t hat would argue 1n favor of giving it out Uonday 
afternoon, after the markets are closed. I would give it out 
a t the regular press conference Uonday.• 

H.U.Jr. said, "Let me tell you what we will do . These 
fe llows will be here in five minutes. Lat'e try it out this 
way : Here is the statement we propose t o give out Monday 
afternoon tor Tuesday morning ' s papers. With 1t I wil l Just 
simplY axpla1n: 'You can take notos. I will tel l you about 
"hat I am going ~o say. I will not have a formal stat ement. 
Th1a is t he way I feel. •• Gaston agreed, sayi ng, 1 I think 
that 1e best by all odds. • 

Cont1.nu1ng, the Secretary said, 1 Ae a matter of tact, it 
may be better than to have 1t subsequently come out and,bef ore 
I can make a statement to the press, I have to aak peraiaa1on 
from England and France . Who is not satisfied tnat I do th1a 
1n an informal manner? • 

Mr. White remarked , •Providing, I understand you are not 
going to include a couple of s entences you have i n your pre­
li.allnary draft. • The Secretary asked, "W.bat. ar e you referring 
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to?• And Dr. White r eplied, "Tell the British that within 
t he last two weeks ever ything has operated with great suooeee. 
Because tha~ seems to give our 0 . K. to t heir action ot 
letting sterling drop to 4.115. 1 Lochhead sai d , ' You have 
to give it to bot h ot t hem. That hae to be put down in 
writi ng to go to the French.• Ur. Morgenthau said, "I will 
do it over the telephone. • Wr. LOohbead, continui ng, said, 
1 Unleae , on the other hand, you want to cable the statement 
to Cochran and t hen call him on the telephone. • 

The Secretary a sked Dr. Fete , ' Herbert, are you ea tiatied 
to have me do it this way7 1 Feia answered, 1 Entirely. I have 
a dietinot preference that you do i t the way you now suggest 
doing. I sympathize wit h White'e observation ot saying any­
t hing that t hey oould take as a complete endorsement ot the 
exchange abroad . • 

In answer to this, Yr. Morgenthau said, "I said it to t hem 
this morning. I ea1d I wae pleased and that I thought t hey 
had acted extr emely well . I have gotten White ' s reaction 
through Lochhead. There i e nothing to s how that t he Engl.ieb 
have 1n any way forced t h10 thing; t h ey have spent about three 
times to our one to keep i t up. They have spent about three 
times ae muoh money as we have. There has never been a time 
in the united States Treasury's history t hat you coul d tell 
there was $10,000 ot sterling being sold. The Secretary or 
the Treasury never knew and no Secretary or the Treasury knew 
when the marriage eea aon was on in India because i t wasn 't ot 
i mportance to them . But this etutr -- I ' ve been auspicious 
or the EngliSh t or three years and eo has the President and 
we have worked t hi s thing, inch by inch, unt il we have gotten 
to where we a r e. And they were very euepi cioue ot us. And I 
wHl go on record now and maybe history will pr ove me wrong -­
that the last two weeks they hav e played ball and there i sn' t 
t he el~teet sign that they have eased it down. • 

~Jr. White said, "I don't mean t hat t hey eased i t down but 
t hey didn ' t help t o keep i t trom going down. • Mr. Uorgenthau 
taen said, "There i s even tho.t statement supposed to have been 
made by a member of t hi s administration who ie looking to a 
4.86 pound. I t hae appeared in all the papers. I t's on this 
aide . • Haal remarked, "If you go further back than t hat, didn ' t 
t hey put in a bi d the first day ot 4.90, when it waa 5.0?? 1 

Taylor said, ·~ben it waa 4.111. 1 Mr. Morgenthau eaid, •When t he 
thing wae 4.111, t hey came t hrough with an order for ~ million 
pounds at 4.110. 1 

Dr. Feie 1 comment was , 1 I have not the elighteat apeck or 
suspi c i on r egarding their conduct, but nevertheleaa, on the 
general bae1e of experience, I wouldn ' t want ~o indi cate any 
relaxa tion or att1~ude.• 
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The Secretary aald, 1 In thia thing, wa have lett it on 
a 24-hou.r basis, Listen, I will rehearse ~ statement with 
all ot you people about three timaa more and, 1n view ot 
seeing how I reel, I would be more than pleased it you 
would take a ahot at writing something on a page tor •• 
and you have trom now until llonday 110rning to do it, I 
would: be very much pleaaed 1t you would. But when we went 
all through th1a tUng betore, you, Harbert, euggeated and 
we decided to put it. a d1tterent w-.r. 1 

Dr, Fe1a aaid, 1 Th1a Will go all r1ght, too; Juat talk­
ing to clarity the position.• Wh.ite said, •we all like that 
method better . • 

llr, llorgent.hau 1 a comment was: 1 Thanke tor the vote ot 
conf idence. Now I think you might aa well go ahead.• 
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l . The picture of which this arrangement for the intereb&nae of 

gold is a technic'Ll part is that of foreign exchange as a three-eoroored 

plane, the three corners resting on the purpose of the three governments to 

minimize fluctuation in exchange r &tes by the UBe of their respective stebU­

i zation funds and other appropriate and effective lDeanll . 

• 

• 

• 
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3 • Thus, public officers, reepoosible to their goverllll8ot and iD 

turn to the people, are t&lci.n8 the refl\llAtion of the mediwa of exchange in 

foreign trade o11t of the bands of the relatlvel,y fe• individu.al.s engaged 

o.s international speculators iD foreign exchange. Tbue, instead of having 

tbase persons who are responsible to no one o.nd who recognize no nag_, in 

control of' f oreign exchange markets, gradu.al.ly govornmente are taldng over 

this f'unction_,wi.th the re811lt that bl.lsiness Den who export and iaport wi.ll 

find one of their bwlinesa risks gradu.al.ly eliain&ted--na:oel,y, the risk of 

fluctuation in foreign exchange. As this mediWil for doing bl.lsinesa BliOn& 

countries is gradu.al.ly made 110re depeodable by the eliJiinstion of such 

factors of uneertaintl,y ae unbealtey speculation iD foreign e:r.cbanie, inter­

Diltional trade and COIIIerce will prosper with the removnl of other b&rriers 

to it, such as trade 1·ostrictions set 11p by various countries to prevent the 

dWilping of goods made possible by exchnnge and other coapetiti..-e advantl\ges. 

' 

' 

• 

• 
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1, 'l'hre .. cornere4 plue, each corner r .. te on a !o1111d&Uon 

of a atabiliaation ~4. 

2. lach coUIIt%')' opera tee to equalise 1ta on curreDC)' b)' 

~~~~ and .. 111111 nchenge ill haa of other ClU'HJICiea, llo 

cowtt%')' whh .. to acCUIIIIllate too web paper currency of other 

cowttr1 .. , and, therefore, we will peraai t each cowtt%')' to con• art 

ita (other f ellow'•) paper ~On&7 ioto &Old, the price bain~ f ixed 

each da;y, 

3 . !hue t he officer• r aaponaible to the e lectorate are taking 

out of the banda of the iot.,.n!lt1onal opeculaton in foreign e»o 

~ the reGUlation of the 1:1ed11De of n ebnp, 'l'hua 111atea4 

of haYilll 1D4ivicluah reaponaihle to 110 one ao4 recolllisl»C 110 

fiq rniiD'"C th.e foreign axeheng• _.-nb, grac!nall7 the Yariou.a 

GoY&rDO.enh are taldng over thtc function wt t h the r oeu.l t that the 

bltalnua ..,. who export& or illporta can crac!nall7 e11a1ute one 

rial!: ln hh bwollleu, n:::ne:L71 the rlak of foreign exchange, AI 

the ae411D for 4oilll bltaiAeu batnea cOUDtri .. 1a grac!nal~ ...,otha4 

out 11114 foreign exeha~~~& OC~~Peti tion 1a el1a1nate4, trade barrier• 

let up betweea COIUitri .. to pr8Yent bJ>lnc of coode thrOQ&b ncbenp 

a4Y&Dtagea fall ntoa:t.tical~. 
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1 , Three-corner.d plane , each corner rub on a foundation 

or a etllb111zation fllDd. 

2. Eacn COUll t ry operate s to stabilize ito ow-" currency by 

buytng and selling exch~ on other oountriee. llo counny nshea 

to acCUI!IIl.late too 01.1ch paper currency or otber CollDtriu, and, the..., 

tor., '"'rill pe1'1111 t each counuy to conTert ita (other tellow•a) 

paper r.w:mey on the day or day atter be a-.quir.a it inlo gold, tbe 

price being tixed each day. 

:!1, Thus in each ot the three COilDtriU the government, which 

1a reaponsihle to the electoret~ia taldng out or the bands or the 

tnternatlonal apeculatora i n foreign exchange the regulation or the 

,.diUJU ot exchange. Tbua instead or hartng i ndirtduala reaponaible 

to no one a nd recognizing no tlag manipulati ng the foreign exchange 

~rkata, gradually the various Governments are cooperating to stabilize 

foreign exchange ratea. As this cooperation advances one important 

business risk tor t be man who expor 't s or illporta w-ill be lll1n1111zed; 

na..,.ly , the risk or toraigo e xchange . In turn , u tba -ehinery tor 

doing business between countries is gradually smoot hed out and foreign 

exchange compet1~ion ia eliminated, those trade barriero sat up 

be t ween countriee to prevent dum, i ng or goode through competi tive 

exchange manipulation w1ll c ease to be neceoaary a,nd should disappear. 
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Tho level of foreign e xchange aa bot,veon Franco , Groat 
Britain and tho United States L'Ay be thought of as a triangul«r 
plano, each corner of wh ich r ests on the foundation of a 

stabilization fund , (Aa other countries como under tho agreement, 
tho geometrical f orm of the pl.ano can chango, 1'11 th other corners 
being added) , 

All one of the other corners riaoe or falls, the country 
at the third earner usee ita stabilization fund to equalize 
that action and keep tho plo.ao level, It ooa t his by buying or 
aelling the currency or one or the other of the two cooperating 
countriea . Tho agroeoent now being consummated permits tho 
conversion of these accumulatio~a of paper currency into gold, 
Tho price at which gold can be acquired by one country from 
another will be fixed each day, 

' 

' 
• 
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The exporter and t he importer, and the banks u-tn which 

financ e their foreign trade will not now be subject t o t he 

riske that have beer. inherent 1n international exchant;e by 

reaeon of speculative activities of currency pirates~,. , 

235 

so tnat "Mus • b• a,pl ••• aeret:e' tfte e}lceu:a:atsa r 
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crvc f\.,~ ·-.y-_ .__., 4t~ 
AI ! ?-f· &A'~ t-1~ 
/];() ~.,/ 1 t ~ Ll f.l~. 
C.~c~~O\-V 

A6 f~e(~~ 
tt, _;;-~~ (~~ 

2. Each country operates to eqUAlize i t s own currency by bcyi"i 

...... eut., exeban;le in terms of other currono1es. No country wiohes to 

o.cOUIDUJ.ate teo much paper currency of other countries, and, therefore , we 

~· . • .'. 

will perrlit each country to convert ita {other f ellow' s) peper money into 

aold • .J'.--4 ~leA- ~ S" ~c' <.c--d, cfJ..~y 
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a or t he control or the 

foreign exchange marke t h om lntE:rnati nal speculatore , Th• 

reeponai ble Governments of the peo, le will now cooperate t o 

aesure that exchange rluctuatione tt• .. ~-xztxwy~tt· .. 

rollow the flow of international tro.de, Persona with 

merchandiee to sell abroad or who are buying for importa tion 

will be .free to operate through t hei r banks 1n JID:mll&a 

r egu.l a r and normal e&bbang,e operati ons . The international 

Speculator, r e sponsible to no one , o.nd recognizing no flag 

237 

in t h e conduct of his business, will not n~• be ab le, by 

rapi dly sh ifti ng h is funds from market to ma.»ket , to reap 

private advantage through st1mul.o.t1ng chaos 1n fore ign e xchange , 

I 
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The level of foreign exchange ~s between the United 

S~tes, Grout Br1t u1n und Fr once ~Y be t hought or a1 a 

"' t ri.ngulu.r plau . Each corner rests on the foundation 

of a atub1l1zu t1on fund . 

Each country operutes its own stabilisation fund to 

equ..lize its own currency by buyine ~and selling exchunce 

i n t erms of other currencies . By thut I mean, in t hil 

market we buy s t erling or !runes . 

bo buyi ng dollur s or tr&ncs. 

In London t hey woul4 

tlo cou:ltry wi shes through t heae oper~>tiona to accusu-

l ute too s uch puper currency ot tne other countries and, 

theref ore, we propose to permit euoh country to convert t he 

other countries' puper money i nto gol d, the pr i ce beiuc 

f ixed euc h duy. 

This repras•nts a dl vorce:aent or t he control or the 

f oreign exchange ~~et f r o:a t he few i ndividual 1nterna-

t i onul specula tors. The r esponsible Governments or t he 

people will now cooperate to assure a •lnumum exohance 

fl uc t \.IIi. tlon. 

Bual ne11 •on with merchundlae to sell abroad or 

bua1D811 •en who ure i mporting aerchundiae will be f r ee 

to operate through thel .r r eapec Lln banks 1n regular aDd 
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noraal. uchaoce opera tions. The 1nte:rnutlonal speoulMto:r, 
:responsible to no one aDd :recoco1z1nc no !lac 1n the con­

duct or Dis bus1U4111 will 1n the future not be ~ble b7 

:r~p1dly sh1tt1nc b1s funds froa au:rket to •~:rket ~ to 

reup privute ~t.d vamtage through lti.sul.ati ng cbeoa l n foreign 
excbenges , 

2J9 

Regraded Unclassified 



' 

TELEGRAJ:. SEtlr 

LHS GRAY 

October 8 , 1936 

3 p . m. 

ldEtiBASSY 

PA!US ( FRANCE) . 

391. 

FOR COCHRJ I' PROil 'ffiE Sl:CR.~ARY OP THE TREASURY . 

Thero follows below tho text of the Chancellor ' s 

conmunicntion : 

<~_UOTE 

240 

1 . Chancellor of t he Exchequer welcurnes Mr . Morgen­

thau ' s suggestion for cooper~tion botweP.~ exchange contr ols 

by way o: a mutual arrangement for c.onversion of cu~t·ency 

tnto gold ond vice versa at prices to be agreed frc.a day 

to day . Ho accepts proposed suggestion in principle and 

will gladly r e ciprocate on lines sot out below . 

2 . An arrangement on similar lines is already in 

operation between Bank of England and Bank of Prance . 

Price is agreed between two Banks on telephone in close 

relation to exchange rates of moment . Experience shows 

in order to maintain this close relotionship price may 

have to bo varied several times i n the course of one day. 

This pr esents no difficul ty with both markets open and 

with telephonic communication frequen t and cheap . S&me 
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LHS 2- No . 391 to Amembassy, Parts . 

Srone conditions cannot obtain between Bank of England 

and Federal Reserve Bank of Now York . 

241 

3 , No difficulty arises as regards conversion or 

dollars into t;old or vice vez•sa . This can be effected on 

terms proposed by Mr . Morgenthau namely that United States 

Treasury will sell and buy gold at 35 dollars per ounce 

(plus or minus 1/4 per cent) whenever British exchange 

equalization account has occasion to convert dollars into 

gol d or vice versa as a result of intervention in market . 

4 . But for conversion of sterling into gold it seems 

necessary to arrive at an agrood basis to suit conditions 

of the two markets which open and closo ct di fferenct 

times . Chancellor suggests theref> r~ that any ste~:o.tng 

acquired by United States Treasury through control opera· 

tiona of Federal Reserve Bank should be converted into 

gold in London at price fixed in London market whether or 

that day or on previous day or at mean between the two a& 

l.!r , Morgenthau prei'ers . Similarly if United States 

Treasury l'leNl oversold in sterling as a result of their 

control operations Bank of England would be willing to 

buy gold i'rom them on following day for delivery in London 

at London price for gold determined as above. At option 

of Ba~ of England such gold could be set aside in New York 

instead 
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U4S 3-No . 391 to Amembassy, Paris . 

instead or being shipped . 

242 

5 . Those minor mod1t1catio~s are technically neces ­

sary and Mr . Morgenthau will no doubt agree that they 

respect spirit and intentions or his proposal . The ar­

rangement will naturally be subject to such further tech­

nical ad justments as may be found to be desirable in 

practice . Chancellor assumca that (?arrangamont) tokes 

fal"nn of a :1o,•kin understandin-:; rather than of a formal 

ot;reement . 

6 . Chancellor notes that tn proposal as modo dura­

tion of understnndino; is l .:.ft induterminate . Ho assumes 

that arr~ngum~nt is intended to remain 1r. forco for an 

indcf:nite period subject to a right r os orvud to -:h 

side to suspend it or r oviow it (~ithout prejudic~ of 

course to past transactions) on t ermination of draft agree­

mont in the event of unforosoon circumstances arining . 

7 . Ctlanccllor trusts thu t !.!r , Morgonthau will bo 

in agroer.1unt "ith foregoing and that under thos e condi­

tions arrang~mont may result in cffcctiv~ cooperation 

botwoon c~chang~ controls . 

a. Chancellor would bo grateful for an opportunity 

of cons idering t erms of any announ6cment; found necessary 

in United State s and or cocrdinot1:•s any similar announce­

mont 1r one. bucomus necessary . ..liD -:)UOTE . 

I hove 
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U~S 4-No . 391 to Amombassy, Paris . 

I have givon you tho t ext as we now have 1 t . There 

1s probobly a garble in numborod parngr cph six in rocrnrd 

to th<J phrase "on t ermination" which does not mnko cloar 

aonse . 

-".A : H "" : !,li'.7 

C."''m, ACTING 
(HP) 

243 
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ootober a , 1936 
4:05 P. K. 

Mr. Bewley oame in to eee the Secretary. Wr. Lochhead, 
Dr. Fe1s and Mr. Taylor were also present. 

Mr. Bewley said, "I want to apologhe ror Mr. Wallet and 
also to explain that Just before I oame down he got a 
message from London that there was a telephone conversation 
oom1ng through and as it is a telephone message , and ooming 
at 10: 00 o'olook (London t1me), 1t must be very important,• 

Mr. Worgenthau sa1d toUr. Bewley, 1 The brain trust or 
the Treasury, or wh1oh Dr. Fe1s is an aot1ve member • ••.• • 
"Honorary member,• Dr. Feis said, • ••••• has been going baok 
and forth and t hey finally gave me ten d ifferent draf ts or 
what I was supposed to say at my press oon!erenoe. And I 
wrote one. And i t was as good or bad as the rest or them. 
Here 1 s the trouble. Ai'ter talking 1t all over, we reel that 
when I give out t his statement, I should Just talk perfectly 
naturall,y, the Wa:J I do. And, if you don ' t mtnd, 1! you will 
take a pencil, I will try it out on you. In the first plaoe , 
here is the ot!ioial form 1n which the announcement will be 
made , what we will say officially . That is !or you, tor you 
to send to Mr. Chamberlain.• Mr. Bewley said, •on, yea, quits .• 

Mr. Uorgenthau t hen said to Mr. Bewley, "Befor e we go on, 
you have no obJections to our sending a copy of the messase 
Mr. Chamberlain sent to me to Mr. Coollran in Par1s1 • Bewley 
answered, •on, not at all. I suppose your arrangement with 
France is something along the same linea .• 

Mr. llorgenthau explained, "What we are doing 1e sending 
exactly the same statement to Coollran and asking him t o give 
this to Mr. Auriol tomorrow morning, the same thing that I am 
handing you, and it will be exactly the same arrangement. 
That ' s what we have been waiting tor, isn 't it?• Bewley answered, 
'Quite.• Ur. Morgenthau added, •we might almost say praying 
for, that this thing would work with the three countrie1 . That 's 
the point.• Bewley anewe~ed, 1Yea. • 

Continuing, the Secretary said, "I might say I talked to 
CoGIU'an and the French have again courteously asked, When il 
this going to nappenl And this is something they would like 
very auch to have. Now once your people get my statement and 
turn it over to the Bank of England, t hen I think i t simplY 
get1 to the point or t he Bank of England working it out with 
the Federal Reserve Bank in New York. I would simply turn 
the whole thing over to them. • Bewley agreed, saying, "Yea, 
I think t hat 's right. It is a matter tor the banks .• 

Reeualng hie remarks, the Secretary said, 1What I t hought 
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I would do t we find now t hat Monday ie Columbus Day and eyery­
tbing ie closed here. And I have a regular press conference 
Monday afternoon. What I thought I would do, provided alw~e 
that this t hing clicks , is on Mon~ afternoon I will simply 
han~ t his out to the press and simply say that we have taken 
this step and that this ie a natural step.• 

Yr. Bewley inquired, "And thi s regulation would be issued 
Uon~, effective Tuesday morning?" Kr. Uorgenthau replied, 
"Yes, i t would begin on Tuesday . We are closed on Monday . It 
would be effective Tuesday morning and I would simply give them 
a very abort explanation and simply Sa<f, Now that the French 
have a stabilization fund that this license, or whatever you 
want to call it - - we are entering into t his r eciprocal agree­
ment with France and Great Britain on a 24-hour basis and that 
this is another step which will make the mechanism of the 
agre ement work. You see?• 

Ur. Bewley t hen inquired, "It is necessary to announce the 
names of the foreign countries daily? That means you eay 
France and Great Britain every morning. • Ur. Uorgenthau answer­
ed, •we won ' t keep r epeati ng it.• 

Mr. Bewley t nen asked, •It doesn't have anything to do with 
the amounts?" Ur. Uorgenthau replied, "No, and we won't an­
nounce amounts. What I will say to the press is tnis: I am 
not going to see the press every ~. I see them twice a week, 
wh ich is sometimes twice too often. I will simply say this 
is good until further notice -- that until further notice t his 
agreement exists between England, France and the united States. 
I never ~ow what questi ons I am going to be asked -- but it is 
very di fficult tor me --- we t r ied it here -- very difficult 
to put this down any other way than t hls. This is the announce­
ment , plus a verbal explanation. What I woul d like i s t hat 
your Government would make some sort or announcement Uonday 
night and t he French make some sort tor Tuesday morning. This 
would go i nto effect Tuesday . 

"This i s the way I feel . May I make ~self clear? Having 
received this thing, and I now take i t tha t t h is agreement has 
been arrived at, I accept what Llr. Chamberlal.D has said and I 
am ready to enter into t his agreement lolonday night to go 1nto 
effect Tuesday.• Ur. Bewley answer ed, "Yea.• 

Continuing hie remarhs, the Secretary said, "The reason I 
have picked Uonday n~t i a , 1n the first Place , it' s s holiday 
and, in the second place, it happeno to be my regular preee 
confer ence afternoon and I don't want it to seem out of the 
ordinary -- perfectly normal thing, Just talking informally. 
Do you see anything in this thing t hat anybody could obj ect to?• 

l.lr. Bewley read t he statement very carefully and then sai d: 
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1 It seems porrectlY all right as t ar as I can see. The only 
phrase which takes my eye - 1w111 herearter announce dallY 
t he names or the foreign coun1.r1ea oompl,y1ng w1t.h t.be tore­
goi ng conditions '. I don't particularly mind t.be phrase but 
I wonder it the other governments will be surprised to think 
il. is necessary to announce i t dail,y.• Ur. Taylor explained, 
"I think it i s entirely a legal point.. It's a question ot 
adding to the list , r ather than anything else .• Bewley then 
said , "I am quite sure that no one could make any obJection 
to it . Have the Dutch or Swiss mado any suggesti on ot t his 
sort?" Llr. Llorgont.hau answered, "Just the French." 

Ur. Oliphant , who had been sent for, came in at t h i s point, 

The Secretary ea.1d to him, •ur. Bewley is asking me 'about 
the legal reason tor the necessity tor a daily announcement. 
He says t hat the onl,y th ing that hie Government m.1ght queet.1on 
1e t he reason for a dally announcement,• 

Ur. Oliphant explained, "The only thing in mind there 1a, 
in the set-up there is a good deal or tormalt~ involved in 
getting necessary au t horizations . It i s set up on the basis 
t hat 1t can be an expansive l ict and other countri es could be 
added trom day to day .• Ur. Bewley said, •Yea. I don ' t suppose 
anybody woul d raise any point about it, but I Just wondered it 
they would understand. But that ' s all it is, merely t o permit 
additions to the list if required?" Llr. Oliphant answered, 
•yes .• Ur. Bewley then asked, •so 1! t he Czechs come in you 
don ' t have to get another new proclamation -- you simply add 
their name?" Llr . Oliphant said , "That 's right..• And Ur. 
Bewley said, "I understand, 

1 The question I SUPpose the press would ask when you make 
the announcement 1s, Are you going to announce purchases by 
t he d ifferent countries?• Ur. Uorgcnthau answered, "I can 
assure you very definitely t hat we will not. When I told t hem 
that we had made this particular purcaaoe of the famou.a Russian 
otter t hat I had broken ~ rule; that I wantsd to announce then 
and t her e that I most 11kel,y would never do 1t again. I am no 
more desirous t han you people to let anybody know dallY, weeklY 
or monthlY operations or our tunda because t here are so many 
reasons why they shouldn't.• Llr. Bewley said, 'Quite. • 

Ur. Uorgenthau said, "This thing never could have come about 
it we could not have done it secretly. I t hink it has been 
ampl,y demonstrated t hat eo- oalled conferences are not very 
fruitful or results but when a peraon can do it the way we did 
the last one , i t seems a method of arrivtng at a successful oon­
ol~:sion and J: can assure you t hat the workings ot the Arller1oa.n 
stabilization t und w111 be kept aeoret. And the onl,y thing in 
t his ~ing ls Mr. Oliphant feels be spent 11terall1 mont hS on 
this and t hat t.hte i.e the way to do it. Th1a 1an' t aoro.ething 
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t.hat wa s drafted toda,y . This 18 a1mpl.,y our method of doing 
it .• Mr. Bewley answered, ·~u1t.e. Oh, yea, I quite under­
s tand that. 1 

Continuing hla remarks, the Secretary said, •Every day, 
as I will explain to the country, until further notice, these 
are the countries and 1t t her e ar e any other countries who 
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want to Join, t hey will be added to the 11et, I wouldn't know 
how we would do that with a oount.ry that didn't have a atab1l-
1zat1on fund. " Bewley said, •That will be met when 1t arrives . • 

Resuming, the Secretary said, •But if some other country 
oomes 1n and says , we would like to have this same privilege - ­
I haven't been able to think beyond t his. But you can e~e, to 
write out a formal statement is rather dUficult. What else 
comes to your 1111.nd? 1 

Bewley said , 1 I don't like t.he phrase, 1the exchange equal­
i~ation or stabi l ization funds of those countries whose funds 
likewise are offering to sell gold to the United States . ' Is 
it possible that gold might be offered by the Bank of England 
and not the fundt 1 Yr. Morgent.hau replied, 1As I explained to 
you when I saw you in July, the point I wanted, 1t we gave up 
gold, I wanted the guarantee of the British Government. I don't 
oare where they get their gold or whose gold it is but 1t should 
be between the British Government and the United States Govern­
ment . You see?• Bewley anewered, "Yes.• 

Wr. Morgenthau continuing, said, "Whether it ' s open market 
or whether it's gold that you got out of China. How do I know 
where you got the gold?• 

Bewley then said, 1 I was only wonder1.ng on this actual 
phraseology, 'The United States will a l so sell gold tor immed­
iate export to, or earmark tor the account of, the exchange 
equali~at1on or stab111~at1on tunds . 11 

Yr. Morgenthau answered, 1 I suppose 1t is rigllt but it 
might be a technical position. In London gold would be ear­
marked tor the Bank ot England.• Mr. Oliphant said, •It is a 
question of agency, on which I t hink we would have no trouble.• 
And llr. Bewley remarked, "I don't think eo.• Mr. Oliphant 
added, 'The Bank of England would aot tor the fund Just as the 
Federal Reserve Bank does tor our fund 1n New York. • 

Mr. llorgentbau said, "As I say, once this gets over to 
England, we would turn it over to the bank~ and let t hem get 
together, • lb·. Bewley inquired, "You mean the actual text or 
the actual workings? • Mr. Morgenthau replied, 1 The text--
1t' e Thursday night. They will have Friday, Saturday and 
Sunday. • B~ley said, 1 0h, yes. I think t here 1e plenty of 
t1Jae. ! was just th1nk1ng of &n3 oonoe1vable pointe that alght. 
arise. 1 Mr. Morgentbau added, 1And I am bere over the weelr.end. 1 
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Mr. Taylor then said, 1 There ia one point : Thl e maete 
all t he legal r equirements or our eituation and unleae there 
ia soae particular thing that requires alterations, we would 
much prefer ~o have it stay exactly as 1t 1a.• Mr. Oliphant 
ea1d, •we ar e not subm1t~1ng this text tor d1ecuse1on or t or 
alterations .• Mr. Bewley said, "I quite understand that.• 
continuing, Mr . Oliphant said, "This document baa been exe­
cuted by a soverei gnty. I thought Ur. Taylor's statement 
might be m.1elead1ng.• Mr. Korgenthau added, 1 And th1e thing 
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1e signed both by the President and by myself. They mlght 11ke 
to know that.• Ur. Bewley ea1d, •Yes. • And Mr. uorgenthau 
added, 1 And tor your 1ntormat1on, he e1gned 1~ before he lett. • 
Ur. Bewley eaid , "I am not euggeet1ng tor a moment t hat we 
would ask tor alterations.• 

The Secretary t hen said to Mr. Bewley, •we understand each 
other . There mlgbt be something i n here that would be abso­
lutely unworkable from your standpoint.• Mr. Bewley replied, 
1 I don ' t t hi nk eo.• The Secretary t hen said, 1It t here ia, 
that's what we would 11ke to know. I take it t hat you people 
are also going to say something Monday afternoon and when you 
do, I would appreclate the courtesy of knowing wha~ it is.• 
Bewley answered, "Yes . Quit e. • 

"I think there 1s one point t hat bas not been clearly 
brought out,• Or. Feie said. 1 It, at the press conference, 
when you give this out, ~he newspapermen say - - The etatement 
telle the price at which we will sell gold. Does the Br1t1eh 
stab111za~ion fund promis e to s ell gold , and eo on. Will we 
make that public or not? Old you mean to ask Ur. Bewley?• The 
Secretary answered and said, "Isn't the answer to t hat, that 
the price is arrived at each day; that. I am very sorry but that 
is an ogreecent. between ~he two funds which are operated secret­
ly.• Mr. Bewley ea1d, "I imagine there will be no obJecti on to 
sayi ng, 'the current price of the day.•• H. W. Jr. ea1d, "I can 
get away with it. I don 't have to say anything.• Taylor added, 
•on a ba s i s which 1e mutuel and satisfactory.• Bewley: "Yes. 
Qulte . • 

The Secretary said to IJr. Bowley , •Remember I want ed to 
ask you a question about our situation and Just r emember this: 
that there were no leaks out of th1e Treasury and there haven't 
been since I ' ve been here . You know that.• 

At this point, a message arrived that the British Embassy 
was on the phone and wanted to apeak toUr. Bewley rlgnt awoy. 

When l.!r. Bewley returned, he said, "I am very sorry to 
have gone out. Mallet was on the phone and eald t hat the mes­
sage !~London was ~hat t hey could not. possibly manage for an 
announcement tomorrow.• 
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Mr. Korgenthau sai d, 1You explained to t hem?• 
sa1d, ' Yes. • 
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Kr. Bewle.r 

Ur. Worgenthau then said, 1I w111 tell you what I am going 
to do . I have a call coming in f rom Coohran. There may be 
some reason why t he Frenoh would not want to wa1t. As tar as 
we are concerned, Wonda3 afternoon would be ideal. Do you 
mind wa 1t1ng while I talk to Cochran?• Ur. Bewley answered, 
1 No , not at all. 1 

Ur. Bewley lett the Secretary's office. 

Dr. Fei s said to the Secretary, •I t hink th1e message to 
Cochran that you want me to send is one t hat I will have to 
aubm1t here. You want me to relate to Cochran everyth1ng that 
you have told Bewley?• The Secretary answered, 1I am going to 
give it t o Cochran over the telephone. All you have to do i s 
s end the press relese.• 

At this point, the Secretary t alked t o Kr. Cochran on the 
telephone. Record ot their conversat1on f ollows : 
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Oper a tor: 

H.M.Jr: 

Opera tor: 

H.M.Jr: 

Oper at or : 

H.ll .Jr: 

Oper ator: 

B.M.Jr: 

Ooer a t or: 

H.M.Jr : 

Oper at or : 

fi .M. Jr: 

Oper a t or : 

H.N.Jr: 

Cochran; 

H. M.Jr: 

C: 

H.M.Jr : 

C: 

H. li. Jr: 

C: 

H. l4 .Jr: 

C: 

H.II. Jr: 

October 8, 1936 250 
4 :36 p.m. 

On the diplomatic circuit, Mr . llorgenthau, I won' t 
have the call at 4: 30. 

When will you have it? 

They're trying to clear it now. 

Well, a sk them if there is other - any other ci r­
cuit which bas secrecy besides that. 

All right. 

They seem to have another circuit besides that one. 

Yes , they do. 

Ask them for that one . 

All right . 

(Pause) 

Hello . 

I 'm r eady now. 

Thank you. 

Go a head . 

Hello? 

Hello, Mr. Morgenthau. 

How are you? 

All right - thank you. 

Are you nt home? 

Yes, yes. 

That ' s good . Got on your sli ppers? 

Beg Pardon? 

Have you got your slippers on? 

(laughs) - no,not ~uite. 

Jlot quite (laughs) . Cochran? 
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C: 

H.M.Jr: 

C: 

H.!i .Jr : 

C: 

B. J4 .. Jr: 

C: 

B.li. Jr : 

C: 

B.M.Jr: 

C: 

B.M.Jr: 

C: 

H. Y . Jr: 

C: 

B. J.I.Jr: 

C: 

H.I4. Jr: 

C: 

H.Ji. Jr: 
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Yes. 

After working her e all day -

Yes. 

- we •ve decided that we cannot submit a f ormal pr ess 
statement to either the French or the British. It ' s 
too difficult to prepare. Whht we have done - lir . 
Bewley hus been here f or a half an hour -

Yes . 

- and we have gi ven him a copy of the statement -
t he official stat ement which will be signed by the 
President and myself -

Yes . 

- which will permit the interchange on a recipro­
cal basis of gold between England and the United 
States, and between the United St ates and France . 
Hello? 

Yes . 

We will send you through the St ate Department a 
copy of this statement this afternoon. You' ll 
get 1t during the night . 

Yes . 

You - please, ex?lain this - let me - that this is 
t he s tatement which our attorneys, after working 
on it for months -

I don ' t hear you very well. 

This statement 1s a legal statement which has been 
drawn up by our attorneys -

Yes . 

And they feel that this i s the proper form that it 
has to t ake in order to comply with the law. 

I see. 

Now on account of Monday being a bank holiday here -

Yes. 

- and our ba~s being closed -
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B. M. Jr : 

C: 

H.K. Jr: 

C: 

B. K. Jr: 

C: 

H. li. Jr : 

C: 

B. li.Jr: 

C: 

B.M.Jr: 

C: 

B. li.Jr: 

C: 

B. M. Jr : 

C: 

H.M. Jr : 

C: 

H. li. Jr: 

C: 

H.M. Jr: 
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Yes . 

- we thought - I have a regUlar press conference -
(Aside, ' Is it 4:00 or 4: 30? ' ) 

~ou will hb.ve what ki nd of a press conference? 

No, I have a r egular press confer ence every Monday 
at four o ' clock . 

Four o ' clock? 

Monday -

Yes . 

252 

- and I thought that I would give out this statement 
on Monday and then simply explain it verbally. 

Yes. 

And it would be for releuse for Tuesday morning. 

I see . 

And if - and this - do you want to call it - what­
ever you call it; I call it the license; the lawyers 
tell me to call it the statement - would go into 
effect Tuesday because all of our banks are closed 
here Monday. 

I see . 

You see? 

Yes . 

Now I think Mr . Feis has already sent you Mr . Chamber­
lain ' s messa9e to me - hello? Hello? 

Hello. 

11r . Chamberlain' s message which we got this morning 
bas already been sent t o you. 

By t he State Department? 

Yes. 

Yes. 

And this will go on the ~ires also, so you w!ll 
have t o present to Mr . Auriol t omorrow morniD& 
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H,l.l. Jr : 

C: 

H. lol.Jr : 

C: 

H.ld.Jr : 

C: 

H. loi . Jr : 

C: 

B.li. Jr: 

C: 

H. ll. Jr : 

C: 

H. loi . Jr : 

C: 

B.Ll . Jr : 

C: 

B.M . Jr: 

C: 

H.M.Jr : 

C: 

H.M. Jr: 
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this s t at ement which I pr opose to release a t 
four o ' clock Monday afternoon -

Yes . 

- to go into effect Tuesday -

Yes . 

- and i t' s for Tuesday morning' s paper s . 

Yes. 

I have made exactly the sa.me s t a tement t o the 
British. 

Yes . 

And if I hear anything from the British, I will 
immedia t e ly communica t e with you. 

Yes . 

Now as to the actual workings, I told the British 
t hat they should a t once get in touch with the 
Bank in New York. 

I di dn 't get that - you t old them to get i n touch 
with the Bank in New York? 

The Federal Reserve . 

Yes . 

- in New York . 

Yes . 

- And work out the details. 

Yes . 

And you make t he same suggestion t o Mr . Auri ol . 

I see. When - when could they get in touch - at 
once? 

Tomor- - beginning tomorrow morning . 

They could get in t ouch directly tomorrow? 

Yes - immediately after you' ve presented this 
sta tement to them. 
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B.M.Jr: 

C: 

B.M.Jr: 

C: 

B.M.Jr: 

C: 

H. J.I .Jr: 

C: 

H.U. Jr: 

C: 

B. II.Jr: 

C: 

B.lol.Jr: 

C: 

B.M.Jr: 

C: 

B.II.Jr: 

C: 
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Immediately after I've presented this sta te­
ment? 

Yes . 

Yf'ls . 

And this is entirely different from the one you 
had before . This is tho official statement -

Yes . 

- and please make note that it wi ll be signed by 
the President of the Unitod States and the 
Secretary of the Treasury. 

I see - finally it does come out . 

What's that? 

Then it comes out. 

Yes. 

Is there a proclamation, too? 

This is - this is the proclamation. 

It is t he proclamation? 

Yes. knd then there'll simply be an informal 
explanation by myself. 

Yes . 

Now when you get it, t here may be certain things 
that you don ' t understand on account of the legal 
language, and if you don't understand it, why -
call us up and we 111 explain it, but I think it 1 s 
perfectly understandable . 

I see . 

And -

Then the - the first sentenca of your conversa­
tion I - I didn' t get - that i s , whether there ' s 
anything that these people would give out . 
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H. M.Jr: 

C: 

H.M.Jr: 

C: 

H.W.Jr: 

C: 

H.M.Jr : 

C: 

H. ll .Jr: 

C: 

H. M.Jr : 

C: 

E. !.i .Jr : 

C: 

H.li . Jr: 

C: 

H.M . Jr: 
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Well, that's up to them. I s hould think that they 
would. 

Yes. 

Now just a moment . (Pause during which conversa­
tion i s curried on in H. li.Jr. ' s office.) Hello? 

Yes. 

You' ll tu.ve this t hing the first thing in t he 
morning , -

Yes . 

- and this is the statement - I ' ll repeat - this 
1s the offici al document which I will pr opose, I'm 
pr oposing t o give out Monday a t 4 o ' clock. 

Yes . 

With it , I will explain verbally - answer any 
questions that t he pr ess may ask me, you see? 

Yes . 

But I em not going t o explain that we 
this on a - the daily price of gold . 
going into any de t ails, you see? 

Yes, I understand . 

are doing 
I'm not 

• 

But I t hi nk after you get it, you' ll understand 
it because you know how these things work. 

Yes - all right. 

And - and we ' re pr oposing t o do it Monday a t 
4 o ' clock, provided that this meet s with the ap­
proval of the French and t he British. 

Yes - yes . 

You see? 

Yes . 

But when you get llr. Chamberlain ' s statement, 
you' ll realize that we ' re in 96 per cent complete 
accord . The only differences are 1n the minor 
details - how the thing will work. 

Regraded Unclassified 



C: 

11. 11 . Jr : 

C: 

l:l . li. Jr: 

C: 
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C: 

a.M. Jr : 

C: 

I:I. JI .Jr: 

C: 

H. IA .Jr : 

C: 
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C: 
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C: 
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C: 
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C: 
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May I show Chamberlain ' s sta t ement t o Auriol? 

Yes . 

It ' s permi ssible? 

Yes . 

AJ.l right. 
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Now just a moment - (Pause during which conver sa­
tion is ca rried on in B,M, J r .' s offi ce . ) Bello? 

Hello? 

I - I think - I t hink when you get this i n the 
morning you ' ll understand it . Now if you don ' t , 
you call me , see? 

The point is I Will try t o see h1m before noon, 
you see? 

Pardon me? 

I 1ve alrelidy telephoned the Ministry this even.ing -

Yes . 

- and it is agreeable thlit I shall come over in 
the morn.1ng as soon o.s I have this decoded. 

Well , t hen as soon as you 1;e seen Mr . Auriol, 
you call me, pl ease bearing in m.1nd t here ' s five 
hours ' difference . 

Yes - yes, that ' s j ust it. That ' s why if it' s 
cl ear t o me , I ' l l go to see Mr . Auriol i n the 
morning and then patl you short l y aft er l unch. 

Shortly after what? 

Yes - to - t o tell you the reaction her e . 

You' ll call me when? 

Say 2: 30. 

That ' s a go?d t ime . 

9: 30 your time . 

That ' s a good t ime . 
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H.M.Jr: 

C: 
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C: 
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H.loi . Jr: 

C: 
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C: 
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You' ll be back at the offi ce then? 

All right . 

And the only point is - I mean I can't tell until 
I 1ve seen these documents but they ' ll - they ' ll be 
in shape so that I could leave a copy with Auriol . 

Yes - yes, you could leave a copy - you could leave 
a copy of everything we sent you. 

I see . 

Yes . 

All right, and if I have any uncertainty, I'll hold 
until I get in touch with you. 

That's right. 

Other wise, I ' ll see them and call you back a t 2 : 30 
to give you the1r reaction. 

Thank you. 

All right, sir . 

Goodnight . 

Goodnight . 

.. 
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Kr. Lochhead said t o the Secretary, "Ka1 I send a oop7 
ot that statement to the Federal Reserve?• The Secret&r7 
answered, "Yea. I would mail it to them.• 

258 

Kr. Bewley was invited to come baolt to the Secretary'• 
ottioe. The Secretary said to him, 1 I juet spoke to Cochran 
and he had nothing new. He has an appointment to see Auriol 
tomorrow morning and he is going to do Just what we have done 
here and exPlain this thing and tell them that we will do this 
as ot Monday afternoon, it thi& i s acceptable to all three 
countries. • Mr. Bewley said, 1All right. Thank you very muoh. 1 

The Secretary added 1 And it you get anyth.1ng, g1ve us a 
ring. • Mr. Bewley answered, 1Yes. I will.' 
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Secr etary of Stat e , 

''lashington. 

51, October a , 5 p . m, 

GRAY 

Praha 

Dated October a , 1936 

Rec 1d 12: 5a p . m. 

l!y tel ogrlll:l llo. 50, October 7, 9 p . m. 

House this afternoon adopted amended bill provid­

ing for devaluation Of from 13. 3 to la . 6 per cent , 

Please inform Cor~erce . 

WRIGHT 

P~G 
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Oliphant : 

B. U .Jr : 

0 : 

H.li.Jr : 

0 : 

H.li.Jr : 

0 : 

B.ll.Jr: 

0 : 

H. lo! .Jr : 

0 : 

October 8J 1936 
4:46 p.DI . 

These docU!IIents are !:odelled on previous ones but 
they have not been cleared with the staff at the 
Federal Reservg Bank, naMely, their lapyers , etc . 
Now I want you t o tell DIG when we can start doing 
that . 

Staff of the Federal Reserve where? 

In - in New York. 

Ylell , let Die - you and Archie get together on 
that. He just r aised that very - this question . 

Yes . 

I ' ll leave it - I ' ll leave that - you can start 
right now. 

Right. 

Now -

Then as soon as you release Archie I ' ll go to work 
on it. 

Yes . · 

Right . All right. 
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Oper~otor : 
George 
&rrison : 

B.li .Jr : 

B: 

B.U.Jr: 

H: 

B. loi . Jr : 

B: 

H.M. Jr : 

B: 

H. U: .Jr : 

H: 

H. !.l .Jr: 

H: 

H.M. Jr : 

H: 

H.M.Jr: 

Go ahe&d . 

Hello? 

Hello? 

Henry? 

Yes . 

George . 

Yes, George . 

October 8, 1936 
4 : 50 p. m. 

I ' ve been keeping up indirectly with what ' s -

Yes . 

- been going on down t here, and I think your note 
was a fine one . 

Which note was that? 

Well, I mean - I don ' t know - I haven ' t seen it, 
but Lochhead told - t old Knoke the substance of 
the one you got which I t hought was -

Oh, oh. 

- pr etty good . 

Well , now her e ' s the thing - her e 's the thing the 
way this thing is breaking. 

Yes . 

I've just told Oli phant and Lo~hhead t o give the -
our official statement which we are proposing to 
release now on Mond£y at 4 o ' clock, t o your bank 
and t o your lawyers and all t hat thing, see? 

Yes . 

And I thilllt that rather - that - t bat you better 
be on t he New York end t omorr ow and see t hat 
this thing all goes smoothly. But I 've t old both 
the Bank of England and the Bank of France that 
they should work directly from now on with you 
peopl e for the ne.xt two days. 

Yes . 
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See? 

Well , that ' s all right nod I ' ll come any time you 
want. 

Well , I. think that Friday and Saturday will be -
in New York - will be the important end now that 
we 've gott en together , see? 

Oh, I see . 

And undoubtedly both the Bank of France and the 
Bank of England will be calling you a number of 
times tomorrow. 

Yes - well - first rate. Well , now, Henry -

Yes . 

Vlhen did you say you were going to r elease it? 

We ' re proposing to release it lionday at 4 o 'clock. 

Monday a t four? 

Yes, on account of your being - e~erything ' s 
closed Konday. 

Yes . 

Yes . 

That ' s not a bad idea. 

See? What? 

Yes, that ' s all right. 

Everything is closed on Konday. 

That will be all right unless they need to do some­
thing before then, which I doubt if they Will. 

I don ' t think so. I don ' t think so . 

Yes • 

• Jr : If - the only thing, tbe French can get their gold 
from London if they ~ant it. 

:res . Are you - you're having Lochhead telephone 
the thing up to us? 
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B: 
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I've - I've just told Lochhead and Oliphant to get 
in immediate touch With your people. 

First rate. 

See? 

All right - well , t hank you so much. Then I won' t 
come down tonight? 

No . 

All right. 

Thanks for calling. 
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And you let me know, whenever you want me I' 11 come. 

Right. 

Fine . 

Thank you. 

Goodbye. 
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H. U: . Jr: 
Gardner 
Jackson: 

H. M.Jr: 

J : 

H. M.Jr : 

J: 

H.M .Jr: 

J: 

H.M.Jr: 

Hello . 

Hello, u:r . Korgenthau. 

How are you? 

All right - how are you? 

Fine . 

To be right to the point -

Please . 

October 8 , 1936 
4 : 55 p.m. 

265 

There is a speech t o be delivered over a nationwide 
hookup tonight at 8 o ' clock by Father Ryan of the 
National Catholic Welfare Conference in defense of 
the New Deal. 

Yes . 

It ' s called ' Roosevelt Safeguards America.' 

H.U. Jr: Yes . 

The National Catholic Welfare people told me i t i s 
under the auspices of a Democrat ic National Com­
mittee . 

Yes. 

Father Ryan handed me a copy of it this morning as 
I was leaving a conference with him, and told me 
that the Democra tic National Committee is to print 
a good many thousand for circulation. 

Yes. 

I t defends Roosevelt against the charges of Commun­
i sm, Feli.x Frankfurter against t hose charges , Rex 
against t hose char ges , Sydney Philman agai nst t hem, 
and David Dubinsky. 

Yes . 

Then it drags i n t hese two paragraphs which I want 
to r ead to you. ' A considerable part of t~~ exces­
sive t repidation about CoP~unism i n Amer ica i s 
due to reckless propaganda manufactured by 
notorious newspape~a. Another part bad its 
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origin in the unspeakable excesses and a trocities 
committed by Communists a nd Anarchists in the de­
plorable conflict now r aging in Spain. Timid , 
undiscriminating and ill-informed persons with 
t oo active imaginations transfer the bloody 
scenes or that confl~ct t o our own land . They 
are misled by the sympathy which the Spanish 
Communists are receiving from certain self­
styled Liberals iD the United States . The 
latter are credited With much more influence 
than they really possess . Uany of them are the 
victims of misinformation and false inferences . 
Just as some innocent Americans are induced to 
believe that Roosevelt is a Communist, so a great 
many well-meaning American Liberals have lleen 
deceived into thinking that the present Spanish 
Government is Liberal and Republican. The truth 
of the matter is t hat the Government has been 
unwilling or unable t o coutrol the anti-religious, 
Communistic , and Anarchistic elements in t he 
Spanish population. The revolution began the 
middle of last June. During the three months 
immediately preceding that dat e, 160 churches 
were burned attempts were made to burn 250 
other churches, 10 Catholic publishing plants 
were destroyed , and 33 others were attacked . 
260 per sons were killed, and 1 , 287 injured . 
No &olid hope could be ent erta ined that t he 
Government would restore order or protect the 
rights of Catholics. It is no wonder that the 
decent elements iD the community revolted. 
Thank God, they now seem likely to be successful. 
In passing, may I say frankly that if I had t o 
choose between FasciSm and Communism, I should 
unhesitatingly t ake the f ormer . I profoundly 
detest both these forms of despotism and t yranny, 
but I believe that Fascism i s the lesser evil 
because its despotism i s less comprehensive . 
Fascism exhibits less disregard for individual 
rights than does Communism, and it sho~s more 
consideration for humanity ' s dearest possession; 
that is, religion.• Well-

Yes . 

The consequences of that t hing, I think, are 
likely t o be t errifi c . 

Well , you' ll have to explain . I mean I (laughs) -
t his is a little bit out of my field . 
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Yes, I know it is. 

I mean what are - what are the possible consequences? 

Well, there - politically in the first place . Sp~n­
sored by the Democratic National Committee, you have 
t here an utterance that can be interpret ed as nothing 
more r eally than pro - pro-Fascist. It' s going -
I t alked t o John Lewis about it and - in New York -
and he hit the ceiling, and he said , •or course, 
you're right; . That ' s going to alienate just no end 
of labor votes .• 

I see. 

Th~ next thing, of course, is t he obvious inter­
national complications involved in this thing. The 
new Spanish Ambassador arrived today. Be's to pre­
sent his credentials tomorrow or the next day -
whenever t he President gets back. 

Yes . 

Here a person speaking under the auspices of the 
political arm of our Government calls his Government 
a bunch of villians and cutthroats and what not . 

Yes. Well, now - I don 't know. Where are you? 
Where can I reach you? 

Well, I'm 1n my office a t the moment. I ' ve got 
to leave. But now whot - what has been done thus 
far, I - I talked to Rex -

Yes . 

- lilex wanted me to get Steve Early right away a.nd 
Steve is out playing today and I couldn 't find him. 

Yes . 

I got Vlallace ' s crowd -Wallace, oddly enough, 
having called me down there last week for a t alk 
on just this subject of Fascism -

Yes . 

- and his fear of the things in this countr;t -

Yes . 
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Well , I t alked with them about it, and they have 
put it on the wire to Wallace on the train with 
F. D. -

Yes. 

ra 

- which they hope they'll catch. And Waters - Jim 
Lacarne I think of Wall~ce • s staff has called - no, 
Ickes has called Jim Farley and expressed what - his 
concern about the thing . But I just thought that 
you ought to know if there is any angle that you 
might tackle it -

Y•ell , what did - what did I ckes report? 

I haven ' t - I don ' t know that. 

Well , this is Father Ryan, is it? 

Yes - Father J ohn A. Ryan. 

And - und - what - a nd what is his organization? 

The National Ca t holic Welfare Conference. 

Oh, yes , - National Catholic -

He ' s the leading Cath- one of the leading Catholic 
Liberals in this country. 

Yes. Well , I don ' t know whether I can do anything 
but I ' ll see and I certainly appr eciat e very much 
your calling me . 

Righto, and I hope when something lets down some time -

Yes . 

- that we may see you and your wife . 

Yes - r i ght. I hope so, too . 

You bet • 

• Jr: Thank you very much. 

Righto • 

• Jr: Thank you. 

Goodbye. 
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October 8, 1936 
5:04 p.m. 

Hello. 

Mr . l.!erz. 

All r16ht. 

Go ahead. 

Hello , l.lorz. 

Hollo . 

How are you? 

Good . I wanted t o wrlto a s hort editorial f or 
toraorro10 -

Yet! . 

- in the Tlmes about th1R Red Cross businesP . 

Yee . 

The Sun bee got ~n edltori~ l on i t tonight, and 
undoubt edly you e~<.•' the Her al d Trl bunc t hl e 
morning -

Yee . 

- and I never have seen t he text of t his f~ous 
letter that so much fuse i s being nade about . 

Yee . 

We put ln very little or it, but as I understand 
it, all you said ln t ha t l etter was that you 
didn ' t feel t ha t y ou coul d indicate your approval 
of t he purchaPe of any securities other then 
GovAr nment obligations or Government organi za­
tions gueranteed es to prinoipel end interest, 
and that you didn 't undertake- th~t you di dn't 
feel it was your - you were in a position to 
pees on the i nvestments in privat e securities . 

That'e right. 

In other •ordY, the - the attempt t o read your 
letter as an 1moli oat1on t ha t the Government 
a l one offers prOtection to t he investor end that 
any rands put into ~~e securities of private 
correspondence - corporations was unsafe, was un- -
not Justified -
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L! : 
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!.! : 

- ~ -
An~ untrue - i t' s untr ue . 

.\'he t ? 

It ' A untrue . 

I moan ther e ' s nothing- thAre was nothing 1 n t he 
full text of it thp t carried any such i mol icnt 1on 
a a t he t , was t her e? · 

• o , and they had a meetl"'g ot' thet pc.rtlcular 
orgnnlzetlon l n my office ycPterday -

Yes . 

- And I eAylained 1n greet detail my positi on to 
them, thPt I si~ply felt th~t as the Secret~ry of 
t he Treasury, t ha t I could not pass on comoerclel 
securl ties . 

Yes. Well , now, have you got time for me to read 
one paragraph to you? 

Sure . 

That ' s all I waF ~oing t o ~rite ­

Sur!' . 

- but I didn't think - I thoug~ t it was a t empest 
i n a t eapot but I didn' t like to see i t go by 
~lthout somethlne b ei fl6 sald to set t he -

It's - lt's Just- it'a e month before elections . 

Yes . Well , I ' ve written Just one parasra~h , ~~~ 
if you ~oulo mind pri ckln6 any ~~srtatement or 
f ac t in it, I'd appreci~te lt. 

Well , thank you for repd1ng lt . 

All r i ght. I Jus t say, ' Much ndo is helng made 
ahout e lett e1· of Seoreto~~ry ,l!orgenthau written 
last L!ay on the subject or invest ments by t he 
Red Cross Endownent Fund . Ao Chal. nnan of t he 
Board of Trust ees of that Fund , Ur . ~orgent~au 
sdd 1n his let ter that he did not f eel he could 
lndicntP hls eporoval ot t he purchase o~ any 
Recurttles o t her tb~n direct obli gations o~ the 
Govern~ent or obll~atlons of a Gover nnent al 
or0an1 zet~on , guar anteed sa to bot h pr incl?Pl 
&nd i nt erest. -
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Yes. 

- ' In some quPrters efforts are noT being made t o 
lntE:rpet t his as an 1nd1ost1on on the Seoret arv ' s 
part that the Government alone offers real protec­
tion for the lnveat ors, and tha t funds put 1n the 
eeourlties of priva te corporct1ons are unsafe . 
llr . !.lorgenti:au hlm pelf oxplalna thPt he was not 
a ttempting to dra~ any comparison between 
Government ~~d prlvate obl1gat1ons , -

- ' and hie lettPr wnF v-rltten in reply to a request 
made by tee Seeretery or the Board or Tr..:.s teos t or 
:~.dvice ae to in;•e et menta , end th11t he regards 1 t 
as i mproper for the Secretary or the Treas~ry to 
pas& on 1ovestcentA ln private eocur1t1es . -

Absolutely rlght. 

- ' Tha t exolanatlon ought to Bllt1sfy all reaGan­
able people . • 

It ' s 100% rlght . 

All l'lght, a! r . 

And I appreci ate -

Tha•llt you very ouch . Hotr ere you? 

271 

Oh , I'm all r1~ht. I ~ot to hold myself i n my cha1r 
wi th both hands to keep me from getting partisan . 

( Laut;hs) . 

But thls - thl s thl :Jc. is pretty small s tuff . 

YeB. 

And - what you ssy 1s absolutely accurate end when 
I mot ~l~b them there wasn ' t s ~ember of t~c Bosr d 
who dlsegree wi t h my position . 

Yes. Well , I ' ~ eure ot that. Thi s -

There ' s only - there ls ono ccmber sne he wasn't 
here , and he ' s thP man ~ho has made all the t rouble . 
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Yes. 

And he 's a prominent Republican. 

Yes . 

llut I -

Viall , as you say, it ' s Just the - the last t hree 
Yleeks or the oampaign. 

That's right . 

Well , you see -

You knov: the only - the only t!:t1ng that would have 
been a story in this thing - 1f I had co~e out 
and had endorsed their buying those things . 

Absolutely - I' a; M.th you on that point. 

That might l'.s ve been a story . 

Yes . Thank you very much. 

Thank you . 
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Q11s t on: 

H.M. Jr : 

G: 

H. ll. Jr : 

G: 

H • .l. Jr : 

0 : 

H.ll. Jr: 

G: 

October 8, 1936 
5 :11 p. m. 

- and then we called in Gra ves and l at er we got 
ahotd of Etmer Irey, a nd we decided t hat it was 
best t o let Elmer ' s men do the investigation 
r a t her t han that - r ather than Procurement . They 
might fumble it, so we - so Elmer called Hugh 
YcQuillan on t he phone and t old him t o get to 
t he bottom of t he thing and see what it amounted 
t o , and we suggest ed to Procurement that they 
don' t def i ni t ely fire the man until McQuillan 
has a chance t o work on him. 

Well , the ticker s aid he lul.d been s uspended. 

Well , appar ently t hat was the ac tion of Ford, his 
immedi at e superior in New York . The story ap­
peared in the early edition of the Herald 
Tribune. I mean t he World Telegram. 

Well does - does Peoples know anything about this? 

Peoples i s a t home . I haven ' t called him. I - the 
only man I •ve t alked t o over t here is Rehlaender, 
and Peoples hasn't been down today, and I didn' t 
call him a t home. The man i s a - the man i s a 
pro j ect clerk on WPA work at $2100 a year . He 
i s a r eserve offi cer who was a capt a in of infan­
try in the Wor ld War. He doesn ' t seem to be 
just a crazy man. 

He doesn ' t j ust seem t o be a cra zy man? 

No, I wouldn 't think from that record that be 
was . 

Vlell , what do you think we ought to do? 

Well , I think that this thing i s clearly the kind 
or subversive activity that can ' t be permitted 
among Government employees . It ' s just the same 
as he ' s organi zing a Fascis t army - it ' s just 
the s&ae us - a r~ctional army - it's Jus~ t he 
same as if he were organizi ng an armed corps 
of Communis ts. There i sn't any difference . 
And - and I t hink the man will ultimat ely have 
to be fired , and - and we ' ll have t o make it 
plain tha t no such activities are going to be 
tolerated. But I think t hat first that we want 
to find out just how f ar the thing has gone and 
whether there's anything more i n it than just 
this fellow Eldred ' s imaginings . 
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And tho t hing is - but has - has Ford suspended him? 

The U. P. ticker said - quoted Eldred as saying he 
had been suspended, but that lfSS not done by action 
fr om her e . It may have been done by Ford . 

Rave you been asked questi ons? 

Yes, and we have simply told them that we know 
nothing about it other than t hat there is such a 
man us a project cler k, and we ' re i nvestigating. 

I don 1 t see what else we can do , do you? 

No, we- we ought t o move pretty cautiously. It ' s 
a scheme to put us - it ' s either , first , a crazy man 
on h1s own initiative or , second , it ' s a scheme 
to put us on the spot. But we can' t back away 
from t he thing. I think if - i f it' s whnt he says 
it is, why it ' s - it ' s the kind of an organization 
that you couldn ' t tolerate Government employees 
participating in. 

Right . 

Yes . 

Well , we ' ll go coasting now. 

Yes . 

Yes - good . Thank you. 

All right. Say, we ' ve been asked by several people 
about this William Phil lip Stimms ' story t hat 
Germany is going t o get into 11ne with a - evening 
out the market, probably devalUing, and I ' m simply 
t ol d them that there ' s no comment - we know nothing 
about i t. 

I haven ' t seen it. 

Well , t~ - it ' s in the evening news here. Be says­

Wen. 

- says Ger many i s about t o devalue and eliminate 
her exchange rest rictions . 

VleU , we don' t know anything about that . 
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Yes - right , Ylell , then there ' s Just no coE~~ent, -

All right. 

- until we get something . 

O.K. 

Ri ght . 

Goodbye. 

Goodbye . 
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Socrotcry of State, 

Vlas~htl!;ton . 

~co, Oct ober 8 , 7 p .o . 

!"'lO. CO CidRAN 

GRAY 

Pari s 

Dat~d October 8 , 193G 

Roc ' d 5 : 35 p . m. 

St.Jrl~ns not so much undOl' pressure today and 

bonofittod f rom natur al support due to Chase being 

a biG purchaser for, I b olievo, Spanish account . llo 

big turnovor in dollars at Baru: or France, rate or 

21. 415. r lorin stronger. 

~ank of France stat~~ont as of October 2 was 

r ol caoed this afternoon, boi nc first since devalua~ion. 

I t shott·.d aold gain 7, 240, 000, 000 francs; discounts 

up 420, 000; th irtY day advances up 788, 000, 000; ad­

vance to Government under Articl~a One and Two down 

1 , 539, 000, 000; advances under Arti cle Thr ee which 

totalod 570, 000, 000 prccedin ~ ~ock uiped out thus 

t hoao ~no iteus presunably 1ndi c "o roirnburaeoent by 

Treasury to Bank of ?ranee ap~rox1mately 3. 5 billion 

francs; discounts up 488, 000, 000; circulation up 

2, 300, 000, 000 

276 

, 

Regraded Unclassified 



• 1 

sms 2 - 900, October 8, rrom Paris . 

2, 3001 000, 000; coverage 60. 47 verous 54. 42. Dis­

count rai.:> l o11ered to 2 . 5 percent; advances 171th 

securities to 3 . 5; and thH~ty day advances to 2 . 5 . 

sms 

emb 
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0o'ober 8, 1936, 6 p.a. 

393 

rROK TBI SIORET.lRY OJ' TBI TREAStRY. 

J'OR COO flUB. 

I quo'• below the text of 'be stateMnt wbioh I 

propoee to 1eeu.e. 

278 

QOOTJ:. a&pple•nt1llg the unouno••ts aa4e by h1lll 

on January Sl an4 J'ebruary l, 1934, t o the effect that tm 

Treasury would buy gold, ud on January 31, 1934 , refer­

ring to the sale of gold for expon, the Beoretary of 

the Treasury etatea that, (hereafter, &Dd until, on 

twenty-four hours notioe, th1s etat•ent of intention aay 

be reYoked or altered), the United States w1ll also sell 

SOld for ~41ate export ~, or earaark for the aooowat 

of, the exchu&e equalisation or stabilisation twlds of 

thoee countries whose fUDds likewise are offsriq to 

eell gold to the Un1 ted States, prcwlded such offerlqs 

of gold are at euoh rates ancl upon IIUCh teras aD4 oollcli­

t10Ds as the Secretary •Y de• aoat a4Y&Dtageous to the 

publlc interest. Tile Secretary announoes hern1 th, &Del 

will herea~ter announoe daily, theza..s of the forelp 

oo'IIJltriea co-.>lY1D6 with the torego1D6 oond1t1ol18. .All 

euoh •lss of gold will be •de throuch the Federal 

ReaerYe Bank of .... York• as fiscal &e•t of +.he Un1 'eel 

8t&1ies. 
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Statea, upon the following terae an4 coDdltiono which 

t be Secretary of the 'l'reawr:r de•a aoet aclTanta&eoua to 

the public intereet; 

•Salee of gold will be .. de at IS5 

per fiue ounce, plus one-quarter percent 

handling charge , and aalee and e&l'llarking will 

be gOYerne4 by the Regulati one iaeuecl un4ar 

the Gol4 Reeene Act of 193'.EBD QUO'l'l . 

Th1a atat•ent, aa I told you over the telepAcce, 

will be signed by the President an4 by -raelf an4 if it 

ia eatiafaotory, I plan to g1•e it out at the regQlar 

preae conference I will haTe next Monday afternoon. It 

will be for release in the p&pere Tuell4&y morning, an4 

begizm.ing Tuell4&y will be effecthe • 

. U the pre81 coni'erenoe when I st•• oo.t the etate­

•nt I shall alta a ahort an4 infor .. l explanation of 

ih purpose and aeening, without going into detail& a.a 

t o the &rr&ni-nh -de regarding it . I hope tbat 

similar etat-h will also be • 4• on Monday anerllOOJl 

by the J'renoh end Bri tieh OoYern.ente. 

The Br1t1ah lllbaeey in 'f&shington baa been at•en a 

copy of thh e&&e hxt for tran•1ee1on to the Oll&noellor 

of the lxohequ.er in LondDn. 

Of 
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Of course, I shall be 11•4 ~o oCJDdder any c:-cr •t 

which ~he Oh&Doellor of ~be Jxohequer or K1n1eter jUrlol 

•Y ha•• to rake, bv.~ the text -•t naturally oGIDfo:ra to 

the lepl requir-Dh 1a ~hie oouatry . 

.t.lao, aa I told you OYer the telephone, I l•Te 1t 

to ~~ Federal Reeene BaDlt of •- Tark to work oat 

w1 ~h the li&Dl: of h'anoe &114 the BaDk of Jla&l.&A4 the 

det&Ua of operaliGIDo 1'heae iaatUutione, if they Wish, 

•Y be tree to begin dhoua&iea of the •Uer ~-row, 

Friday, with the Federal ReeerTe li&Dl: of •- Tor)[. 
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( Treuur7 Departan\ 
D1v1a1on of RaaearCb and SLatiatioa 

'l'o: Saoretary Mors .. thau 

from: llr. llaaa 

.In aooordalloe with 70ur raqu .. t , 
I pn llr. O.atcm o. OOJI1 ot tllla -
rand.., oD Ootober Rth. 

• 
• 
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To: 

J'rool: 

Subject: 

• 
Secretary/~~tbau 

l!r. ~~· 

by 
14r. L . H. SelltzeP . 

D1Y1oion ot 
Reeearoh and Statiatioa . 

October S, 1936 

Co~rative individunl income tnxeo in the United States , 
CalWl.a , and Gro11t Britllin. 

1. It 1a not poaaible to llll!.ke perfectl7 accurate internat ioonl 
cor.nariaona ot h c ,oe tll%&tion . 'l'bia is J)IU't icularly true if the co<>­
pe.rhon!> are lioited t o the r ate achedu' e a a a IUCh. 

( a ) TllX8ble income 1B differently defined in different 
countr i es . The United States include • vari ous proportions 
of capitlll p L'ls in to.x&blo income, for &XI!J'I!>le , wbereaa 
Great Bri taln and CIU>3da exclude the creater !)ar t o! eueh onne. 

(b) Trsat o ent of certain eourcee ot inc ome and ex­
pondituree , aa well ae of exemptions and oredi t s , varies. 
Dividend• r ecei ved by individus.la aro exempt :from the 
British normal taxoa , for example , the tax having been paid 
by the cor~orat1on at eource; United Sta t es individual in­
co:e texae on dividendi are in eddition t o c or poration in­
coca te.xeo. Credita apinet the t e.x are llll owed tor lite 
insurance and annuity premiuma within certain lilllitl 1n 
Great Britain; they are not , in tho United Sta t ee. 

(c) So~e 30 American Sta tee impoes individunl i nooae 
taxea in addit ion t o thoee levied by the J'ederlll Oonrc~~ent; 
no co:aoarable income texea are impoeed in !ngland, but they 
are in Canada. 

(d) The i ncone tax occupies 11 different poaition i n 
the aggrecate t nx structure of different countr1ea, nnd 
taxu illlpoaed by loclll coverlll:lenh are like .. ise of varying 
l.aportance in the &«grepte te.x structure of the aenr al 
countriee. 'l'bere 1a alae conaidereble Y&ri&tion in t he 
eenieea r endered by the national covern:oenta in d1trerent 
count r1ee. 

2 , Deapito these dif!' 'ulties. it 1e poeelble t o make rou&bly 
accurate c oaparieone of the incidence o! tbe nati onal incone tax lawa 
or the United Stat e a , Canada and Great Britain, upon a repreeentllt!Ta 
aeries o! ind1Yi4wtl incoa81. 'ftlat ie, it h possible and illUIIIJ.natia& 
t o C:O"J>>U'e t lw ...ounta paid i n DAtiona.l 1ncoae te.xea on .Lmertcan 1neo.,., 
w1 th the a:oounte t hat would be paid upon the aB::" ineoll8a identically 
consti tuted, if t b• l atter were subject to the Canadian or the !rit teh 
income taxea. Thia l i done in t he appended tllble, 

?R 
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To obtain maximum comparability, it was necessary, !iret, t o ndjuet 
the statutory net income , as defined by Amer ican law, to include wholly 
tax-exempt intereat. Second, it was neceeaar,y to break down each 
adjusted selected income by aourcee of income i n order that appropriate 
allo"I!IUlce might be 111ade for the Y8J71ng treatment of capital pine and 
loaaea, earned income credits , tax-exaopt intereat, a nd investment income 
1n the three countriea. 'lbia breakdown wee baaed upon the data prepared 
tor the Statiatica ot lnoo~e for 1934. 

I n consequence of these adjuatmente, the f inal figures ~ be aaid 
to represent the national 1ncoce taxes t hat would be paid by the average 
Aaorican of hia income claaa rsportin& any of the statutory net ineones 
liatod in t he table, under (1) the United Sta tea Jederal income tu law; 
(2) the Canadian Dominion income tax law; and (3) the British income tax 
law. 

This COl'p&rieon 1a valid for the purpose of i llustra t ing how l:IUCb 
woree off the enrage J.::lerican of virtually every incooe cl4sa would be, 
as reapecta national inco~e tax l aws alone , it nia Aaarlca.n income were 
eubjectod to the Canadian or British law, ra.tter t han to the United 
States law. It a oouoeo, of course , tb&t an income of a civen anount in 
t he Uni ted Statea repr esents the same economic and social power and 11 
derived from the saoo sources es the aame income would be if it were 
taxed under the OMD.dian or British l aws. It further a ssumes that the 
1934 compos ition of American incomes is oubat ont lnlly typical of American 
incoe~e composition over a period of yeare. :ror t he higher-inoome sroupa, 
the 1934 composition mininica& the normal i~rtanca of capital caine; 
t or the l owel-incoae sroupa. it ia p re!ND8b!y t)'l>ical becauae ot the 
overwbel21ng importance in thne groupo ot wll(;es and salariaa. 

3· The table clearly d""o:utrates t h&t if Aoerican 1nc011es were 
oubjec ted to the Bri tlah tax laws , the taxeo paid would be very eubstan­
tially in exceaa of thooe payable under American law (1936) . A sin&le 
individual with no dependente , reportine a statutory net i ncome o! 
$1,500 , would pay $71.99 , instead of $14. 00; it bia statutory net inoo: e 
~ere $2, 50Q, be would pay $270.30, inetead of $5Q. OO; if hie ata tutory 
no t income were $3 , 500, be would pay $468. 61, 1netoad of $88. 00. A 
JOOrriod individual with two dependents, reporti.n& a etatutory ne t incooe 
ot $2, 50Q, would pay $46. 57, instead of nothin&; if his stat utory net 
lncoae were $3 .500, be would pay $231.11, 1netea4 of nothing; if hie 
statut ory n.et inco•e were $5,000, be would piT $559.57, instead of 
$!)6. 00; it his eta tutory net incone were $10,000, be would pay $1,6!;4.59, 
instead of $362.88; and if hia statutory net income were $50,000, be 
would pay $20,018.19 , instead of $8,621. 

If American incoe~ee were subject to the Canadian l aw, t!;e taxeo 
paid would also , in ne&rly every caea, bo greater than those paid under 
American law, thaucb the Canadian r l\tee are IIUCh leas severe for moet 
income clas ses than the Bri thb retas . A ain&le individual without 
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depe~onta, reporting a • "•tutor, net ir.eoca of $1, 5QO, would pa7 
$15. 24 under tbe Canadian law aa a&&inat $14.00 in the United Sta tea. 
If hi e atotutor,y net incone war~ $3 ,500, be would ~ $95. 90. inatea4 
o! $66.00. 4 married ind1Tiduel with t~ dependents , reporting a 
ata tutor,y net ineoae o! $3,500. would POT $21. 54 1! subJect to thl 
Oanidlan law, instead of notblns in t he Uni ted Sts tee; it hia ata tutor.r 
not inco~e were $5 ,000, he would p~ $69. 22, instead o! $56. 00; 1• hie 
at• tutory net income ware $10,000, be "" lld p13 $595. 76, inete~d o! 
$362. 68; i! his statutory net incoDO ware $300,000, hi would p_, 
$161,318. 01, instead o! $161, 700; and i! b11 statutory net incooa ware 
$1 ,000,000, be would P&T $693,618.62, lnaterul o! $678,436. 

The table presents tbeae dnta by pereentagea o! total lnco•e •• 
~•1 1 aa 1n abaolute amounta, 

4 t t ao lunen ta 
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Procedure IJaed in CollpUt1Jl4: Taxes on Selected American Incomea 
under American, Canadian, and :Sritlah I ncomo Tax Le.wa 

1. ~ repreaentntlve aeriea of American etatutor,y net lncooee wea 
choaen ranging from $800 t o $3,500 for a aingla individual without depend­
ante , and from $1 ,000 t o $5,000 ,000 for a carried individual with two 
dapenden ta . 

2. :Secauae certain sources of incooe are differently treated t or tax 
~aes in the three countriea, it waa tlret necaaaar,y to deter=lne the 
cospoaltlon (by aoureea) of each selected atatutory nat income. Thla waa 
dona on the beals of tha data compiled for the Stntlatics of Income for 
1934. I t waa assumed that each selected etatutory net 1ncooe baa tho aaoe 
compoaition oe the average of the income itama in the income clnaa in 
whi ch i t fell in 1934. l or ench income claaa, the omouota of buaineea, 
partnarahip , and capitol loeaea were deduc t ed from the like positive itema , 
and there woe then added the amount of wholly tax-exempt interest i n each 
claaa. The percentage co:oooattion of the adjuated t otal income f or the 
claaa, tbua obtained, waa then deter.:oined 'by aourcea of income; and theae 
1>0rcentagea were applied to arrive at the co11p0ait1on by aoureea ot each 
aelect ad atatutor,y net lncoce, ae adjueted to include wholly tnx-exe::spt 
tntareat . 'Phis procedure bad the incidental effect of pro rating etatu­
tory deduction. tor taxea paid, contrlbuttone, etc., over ell the varloue 
sourcea of i ncome. In moat ca aea , the eelected atetutory net income tell 
on the borderline between two income clnssea , and 1n these casee, the 
average coopoeltion or the two classes wee used. ~1 incomes under $5,000 
are grouped in one claaa in the Statist ics of Incooe analyses. Our fis­
urae for the selected income of $5.000,000 wor e baaed upon the over&&e 
compoait1on of Bll incooe cl~•••• over $l ,;oo,ooo. 

3· '1'he procedure juat outlined oede it poaaible t o exclude f rc:a the 
applicat ion o! the Canadian and the :Sritieh income tax laws the pertiona 
of ca:;~ttal &&in• and loaaea w ich are reco~hed fer incoce tax purpoaee 
in the IJD1ted Statea , but ~bich are not oo rococnised in Canada or Great 
:Britain; an<!. to include, for the applicat ion of the C&nadlen end the 
:Srittah 1ncooe tax lawe, tho ooounta of lntereet r eported in the United 
Stateo that enjoyed cooplete tax exempti on in 1934. 'the tull amount of 
wholly tax-exaapt interoat in the United Statee wea oeaumed to be taxable 
under Canadien incooe tax lawa. despite the tact thnt negligible amount a 
ot whol\7 tax-ex~t interest exist in Canad&. On the other hand , it wna 
neceeaary to ig~>ore tho not inconsiderable aoount of wholly tax-exeapt 
inter .. t that is beHflTed t o be regularly O>rltted from the r eturns t1lad 
bJ taxpa.yere in the 11111 ted Statea. I n appl.Yin« the :Sri tieh low to di rtdend 

nco::e , tha noraal tax, ..t.ich 1a actually paid at the aouree by the co,._ 
poration, was i ncluded in the tax paid by the iDdlvidual. 

4. Our final ncurea r.nect edjuatmenta for differoncea in the 
three countries in the treatment of cepHal pina and looses, wholly tax­
ex .. pt interest, earned incooe credits , end peraonal oxemptiona nod 
credita for dApendenta; nod they therefore overcome the ~Jor obat aclaa 
to arri vine at COlll]l&rabh ttgurec. 'l'he:y ig~>Ore var1oue minor ditferencea 
in allo,.blo deduction• and credits, but thee• are not ~elieved oerioualy 
to l.:apair ;be ftl.idl ty of the collj)llriaon, 
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:Ste.tutocy : 
: net iceo:e: .l!:lount of tax fax &a a percentage of (2) 

St&tutoey : United :-----;-----------;----:-----;--- ----­
n•t ir.ci)Ce : States : 

$ 

Oni~ed : edJuated : 
Btatea :to include: 

: .. holly tax: 
fi.Xa::!pt : 

intereat : 

800 $ 800 
1,000 1,000 
1,500 1,500 
2,000 2,000 
2,500 2,500 
3,000 3,000 
3.500 3.500 

! ,000 1,000 
1,500 1,500 

$ 

OnHed Canada United : United : 
Ce.nad& 

United 
Sta t ee Ki.c8d-OII Statea : ll:inl;do:> 

( 3) (4) 

Sin~le individual 
$ 1J.J1 1.66 

- • .1, 26.53 ~ 2.65 
14.00 15.2 11·99 ·93 1.02 4. 80 
32.00 30·4o 171.02 1.60 1.52 8. 55 
50.00 50· 52 270.30 2.00 2.02 10.81 
68.00 70. 75 ~·34 2.27 2.}6 12.31 
88.00 95·90 .61 2. 51 2. 74 13-39 

!larried incUTidual with tl!O del!endente 

2,000 2,000 13.46 . 67 
2,500 2,500 46.57 1. 86 
3.500 3.500 21.54 231.11 .62 6.6o 
4,500 4,500 34.80 58.92 429.42 . 77 1.31 9.54 
~.ooo 5,056 56.00 89. 22 559.57 1.11 1.76 11.07 

10,000 10,204 362.88 595.76 1,654.59 3·56 5.84 16.22 
20,0V0 20,768 1.~93·52 2,5J4.91 4.998.93 7.19 12.21 24.07 
30 .000 31.746 3.4o2.4o 5.594.37 9.431.99 10.72 17.62 29.71 
50.000 53.821 8,621.00 13.005.15 20,018.19 16.02 24.16 ~.19 

100,000 110,856 31.997.00 37.983.68 50.754.33 28.86 34.26 . 78 
)00,000 329 ,308 161,]00.00 161,318.01 180,900.08 49.10 48.99 .93 
500,COO 572,738 303,568.00 317,428.42 332.483.98 53.00 55.42 58.05 

1,000,000 1,129,944 678.~36.00 693.618.62 685.331.93 6o.o4 61.39 6o.65 
5·009·000 s.6o5.852 3.788.370.00 5,81u,4o7.65 5,o;14.o61.n 44,02 67.88 64.o! 

!!reawz:o Depe.rt~:ent , Divieion of lleaearch and Sta tiatice October 12 , 193 
!/ Procedure deacri'bed in aeeO!IIJ)&IIT1nc ael00rand1l:'l . Pound converted at $5.00. 
1/ Leu than .005. 
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oot.ober e, 10~e 

The Prea1dent aa1d I abould expla1D to Hopk~a that 

286 
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1! he allooatea, tor e~le, $2,000,000 to Ch1oaao t4rougb 
Iokea and Hopk1na 1a alrea~ apen41n6 •10,000,000 1D Ch1oe&Q, 
he n.nta Hopkina t.o epeD4 onl7 te,ooo,ooo. He n.nte th.1e 
plan followed 1D eyer.y o~1\7 where he allooatea aon17 
troa now on to I okea aD4 1t'• up t o Bell to eee that th1a 
11 carried out. Tbe Prea1dent LaT• great at reaa on th1a. 
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October 9, 1936 

HK,Jr. called in Kr. Prentice and Ur. O' Connor. Speak­
i ng to Yr. O'Connor, the Secretary aaid, 'While you were 
a~, I got hol d ot Kr. Prentice. He prepared a report. 
tor me on Judge Bleakley. I want to ghe it baok to h1a. 
I went into t hia with t he President and OoTernor Lehaan 
and the question as to whet her a Supreme Court Judge oan 
or cannot taktil a aalary 1s .not a olean-out legal one and 
atter t alking 1t over with Governor Lehman, we have both 
decided that it 1s too small and not dignitied and that we 
did not like 1t and, beeides, Governor Lehman says he does 
not need 1t. Let 1 a Jus t torget the whole matter. • 
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T HE CO N PT,.OLLEA 0 ,. TH E CU,.,.ENCY 

WA8HI NOTO N 

October 15, 19)6. 

Dear Henry: 

This 110rning Senator Joseph Guffey called 
111e trom New York and wanted to know, it he sent 
a repr esentative to Yonker s , New Yor k , whether 
he could secur~ certain intor i!IB.tion t lwt was being 
tolked about quite gener ally about a certn1n oertx 
who is indebted to the r ecoi vership of t ho national. 
bank ther e and hie connection with the open hank . 

I told t he Senator that a slailar r equest 
had been aade to you nnd you were ot tb4 opinion that 
it. would not be prop6r and thll t 1 t ..,ell8d to us her e 
ae if it wou1d be hitting below t he belt . J oe took 
it good- n.oturedly and I u inclined t o believe he 
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was &atisfied with the explanati on. However , I t hought 
he alight call you and I wanted you to know just what 
conver sation took plAce. 

I ~d a wondertu1 audience in Philadelphia 
and also at llaytield, Pennsyl vania , and 52 bus iness 
11en and be.nl<ers gave 118 a dinner in bcrMtoo, which 
gave ""' haJ.t an hour ovor t he oir on t b4 acco.,pllsh­
ll!lnts under the banking prograa. 

Cordially youry 

J:l;~, 
CQmptroller 

Honorable Henry YorgenthaU, Jr. 
becretary or the Treasury 
~aahington, D. C. 
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H.ll. Jr : 
H. llorle 
Cochran: 

H. !.Jr : 

C: 

11 . t.Jr : 

C: 

f! . ~t . Jr : 

C: 

H. . Jr : 

C: 

H. i.t . Jr : 

C: 

H. I .Jr : 

C: 

" · LJr : 

C: 

H. 14. Jr : 

C: 

R. • .Jr : 

C: 

R. l .Jr : 

C: 

R • .ll . Jr: 

Hello? 

Hello? 

Cochro.n? 

Yes . 

Go ahead . Good morning . 

October 9, 1936. 
9:01 a . m. 

I r eceived your two telegrams this morning -

Yes . 

2A9 

Arter t hey wer e decoded I went over to t he IUnistry 
of Finance . 

Yes . 

I was r eceived by Auriol and Baumgartner . 

By whom? 

I summarized the - t he t el egr ams to them . 

Yes . 

Then I r.ent into Baumgartner ' s room, and l et him 
read the two messages completely . 

Yes . 

Then I left with him excerpts therefrom. 

Yes . 

That i s the cocplete text or ~. Chamberlai n 's 
co=unication -

Yes. 

- and the full te:;.:t of your proposed declaration. 

Yes . 

And I explained to them ~bout Uonday being a 
bank holiday -

Yes. 
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C: 

H •• I . Jr : 

C: 

B. l .Jr: 

C: 

H. \I .Jr : 

C: 

U. J . Jr : 

C: 

H. lol . Jr : 

C: 

H. . Jr : 

C: 

}I , I .Jr : 

C: 

n . •. Jr : 

C: 

- 2 -

- as tho reason why you would have to postpone 
until 4 o ' clock that day -

Yes . 

- t he announceceb. 

Yes . 

Now - no~ just one question - I notice that you say 
you trust that the French and British ~ill also 
make similar statements . 

Yes . 

No,. , I'm - I 1m not so sure on that point . Do you 
want t hem to make stateoents indicating that they 
ar e ~illi~ to give gold? 

Pardon me? 

- and that thby will buy? 

You' ll ~~ve to repeat . I didn' t get t hat . I d1dn •t 
hear truot . 

In your telegram, after ~uoting the statement 
which you propose -

Yes . 

- then you say that, "At t ho so~e tine thut I give 
it out, I shall make a short and informal explana­
tion, si mply and briefly, without going into 
details as to the arrangements . I trust that the 
British and French Governments will also on 
Mondn.y afternoon make similar statements ." 

Yes . 

No or ,.;hat - what 1 s the idea? You want th"m to 
make statements -

Tha.t - t ha t - the thought i s that t hey would make 
a statement in ~hich they would say that they 
will give up gold to us under similar conditions . 

Well , I mean tohis - this r efers to your general 
stat ement which says to what countr ies you will 
&he up gold. 
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a . 'I . Jr : 

C: 

H. LI .Jr : 

C: 

li. " .Jr : 

C: 

H. LI . Jr : 

C: 

H. >t .Jr : 

C: 

!I. L! .Jr : 

C: 

fl. !A .Jr : 

C: 

IL'I .Jr : 

C: 

29:i 
- J -

Pardon me? 

I s ay - this - your stater~ent is quite general. 

No - well, the statement thn t will be - l et ' s say 
we set the time f or Uonday at 4 o ' clock -

Yes . 

- which is 9 o ' clock your time . 

Yes . 

Then I will say this statement goes into effect 
Tuesday, and the arrangement is with Great 
Britain and France, you see? 

Yes . 

And my thought is that if 9 o'clock U:onday evening 1 the French and the British will make a statement 
in which they will say: "~e 1 ve entered into an 
agt•oeraont with the United Sta tes, and on which we 
will gi ve up gold on a day-to-day basis ." 

I see . 

I menn what ever technical statement they want to 
ma'te . 

I see. 
about a 
to your 

fioll this - this thine where you 
similar sta tement, isn' t it - it 
general statement there? 

say 
refer s 

Well , t his i s something - I ' ll be quite frank -
that Herbert Feis must have written after he 
went back. I have not soon H . I haven' t got 
it on my desk. 

I see. 

Re "ent bnck and he said he was going to write 
something . 

You see, we didn ' t - t her o was no comment on the 
thing at all except Baumgartner said to me - he 
said 1 "Well , do you want us to molce a statement 
as to whom we are vtillins to give gold and in what 
circums tances , or do you want us to give to the 
French press the text of the Secretary 's 
state~ent - that's your formal statement - and 
give a l ittle comment thereon?" 
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Vlell, the nnswer t o all of those t hings i s yes . 
I would like them to give my s t a t ement -

Yes . 

- I' d li'-~:o them to mal~e a co.nr •• .mt on ClY s t a t e:nent -

Yes . 

- and I ' d l i ':te them to mAke a statement of t heir 
o\.n. 

I sec - as to t heir policy on &ivi ng up gol d? 

Yes . Uo1: ls that per fec t l y clear? 

Yes . 

That ' s perfectly clear? 

I mean not just a s to giving up gold vis- a - vis you 
and vis-a-vis t he British, but their genet;al 
policy? 

Their general pol i cy . 

Genera l pol icy? 

Yes . 

All right . 

Nov; - now just a minute; l ot me check with the 
people hore . Let - l et me r epeat . 

au rit;ht . 

My thought l s this : They ill give out a copy of 
my statc~ent that I 1m giving out her e . 

Yes . 

They ' l l m~e some comment on it expl a ining i t. 

Yes . 

And I t'lke it, they ' ll gi ve ou t a s tat ement which 
Ifill say t h.'lt they are going to give up gol d under 
simil~r conditions t o Gr eat Bri tain and United 
St a t es . (Pause) Hello? 
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Yes . 

ThAt t s aU . 

Nothine fw·ther than th., t as to gener a l policy -

I don ' t t hink so . I don' t think it ' s necessary 
at this time. 

Yes - yes , I just v;anted to be sure on that . 

No - no - no . I don ' t think Anything beyond thnt. 
Nov:, after all, l et ' s say thnt we do this on 
Tuesday -

Yes . 

- and then on Tuesday, l et ' s say t ha t S~itzerland 
or Roll and or Sweden calls us up ao:i says , "We 
want to &et in on this ·" 

Yes . 

Then all we 1ve got to say i s , 11To this list has 
been added Sweden, " and that 1 s all. 

Yes - yes . 

- or Holl 'lnd . 

Yes . 

And t hen the one statement Ifill go for all. That • :. 
the reason we worded it so thnt we won' t have to 
continually get out additionnl statements . We •lt 
simply have to announce additional countries have 
joined it, that ' s all . 

Yes . And you •ll - you 'll give out this one state­
ment as your state~ent, of course? 

Yes - yes . 

Yes . 

And then as - as additional countries join us -

Yes . 

- in aski ng for this privilege , ·,;c •l l silllply an­
nounce that ad ' itional countries - •:e won't have 
to get out any more stat~ents . 
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I s ee . I see . 
• 

~lor/ tho one thing that the Britis h worried Y/as , 
were 11e goi~ to ~nnounce every single morning 
that we have this arrangement nith Gr eat Britain 
and Fra rce . \'le sai d , "llo. n 

Yes . 

- Trot in my verbal state1ent I ;.as - ver bal 
explanation I was goi ng to soy, "This stateiUent 
is good until furt her notice. " 

I see . 

And if any oth. r countries Join us , ne ' ll simply 
say whatever country, Bolland -

Just :mnounce tlult ther e ,,., s a ne11 addition. 

Just announce the net:' addition; tmt •s all. 

I see . 

Now be sure we under s t and ono another . 

I - I - I ' vo got that point . Have you had t he 
British reply yet to - to the cable'Which t r ans­
mit~ed t h i s state~ent? 

No. I spoke to them and I gave them t hat and I 
tai•e it t hat froo now on, I told the1.1 t hat they 
should - the British and t he Bank of Engl and -
shoul d talk to the Banl< in New York. 

Yes . 

And that - I tol d them that I consider ed this an 
accomplished fact - t hat ~>e r.ore in agr eement -

Yes . 
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- and unless ther e was so~e point that tr~y wanted 
to raise, I took it fo~ granted t ha t this "vuld -
that t htoy ' d do this lJonday at 9 o•cloclc in Engl and . 

At 9 o ' c l ock the evening of Uondny? 

Yes . Now Jus t a minute . Ar chie Lochhead i s making 
faces at 111e . 
Yes-
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(Pause during which conversation is carried on in 
B.M.Jr.•s office.) A.h -

Yes. 
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Cochran, in order - this i s so important . Would you 
mind - Lochhead is a l ittle worried - repeating 
what your idea is now of wha t I'd l ike you to do. 
Just repea t - I mean wha t you're going to tell the 
French, s o we 're - we 're i n perfect accord. 

I 1m going t o tell t he French t hat you are giving 
out this statement a t 5 - a t 4 o •clock on Monday 
afternoon, -

Right. 

- to become effective t he next day. That you ask 
that t hey give out a copy of your same statement. 

Right. 

- That tbey make any comment on the statement which 
t hey wish to make . 

Right. 

- Tha t they also indicat e wha t their policy - wha t 
their policy i s going to be toward gi ving gold to 
the British and the Americans. 

Right. And that•s all. 

That's all? 

That's all . We - we have perfect understanding. 

Just - just one question -

Yes. 

The text of this I find 1s practically identical 
witn the orig1nal text. 

Yes. 

Is it? 

Well, I · I - I•m under such pressure here. If 
you s ay it is I 1ll take your word for it. I haven' t 
checked t hem. 
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Well, I - I Just wanted to be sure that it was all 
right. 

Bello? 

Hello? 

Oliphant ' s people have been over it and over it and 
over it and this is wba t they say they feel is neces­
sary in or der to comply with the law . 

I see. 

Now there ' s certain -

Well, I mean I understood yesterday -

- t here -

- that it was a repl aced statement. 

Well , I - I -you can' t i magine the pressure I'm 
under here. It's terrific. 

I - I unders t and it thor oughl y. 

and the point is this - the 24-hour busi ness is 
for home consumption, see? 

Surely. 

And - while if you read the British note, they more 
or less say the same but they say this t hing will 
run along until something goes wrong, you see? 

Yes. 

And I'll - 1 111 more or less indicate t hat in my 
verbal interpretation. 

I see. 

But - but K,r. Chamberlain certainly puts in all the 
hedges . Be even talks about a n hourly business, 
you know? 

Yes, on - on the r ates . 

Yes . 

Yes . 
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And there is a little criticism here - you know, 
foreign entangling alliences and all that sort of 
thi~. 

Yes; yes. 

And - from the Hearst papers - and t his 24-hour day 
takes it, but I can explain tha t when I talk to 
t hem verbally, see? 

Yes, surel y. 

But the thought is that we•ve made one step- I'll 
just take time to explain ~t to you how I feel -
I feel it has met with great success, far greater 
success than I ever hoped for. 

ihe - the first step - yes. 

The first step. This is a second step which seems 
necessary. 

Yes . 

If it works , it'll - it' ll become more or less 
permanent, you see? 

Yes. 

Now what the third step is, nobody can tell? 

I see. 

But we•re moving in the right direction - everybody 
that hasn't got his mind on the election thinks 
this is s great c~nstructive move, the most 
constructive economic move in - since England 
went off gold. 

Yes; yes. 

And everybody is very nappy about it and that it's 
safe . They - they can't find much fault with it, 
see? 

They what? 

They can 't find much rault with 1t. They can' t 
rind much fault with it, I say. 
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No, they can 1t. 

Now, let me ask you a question. 

Yes. 

Did anY of that material which I gave you over 
the telephone - did any of tha t come in the French 
papers? 

That you ga ve me yesterday? 

Yes . 

It was in the British papers . I didn't see it in 
a single French paper. 

But in tbe British papers? 

Yes; yes. 

Xes . 

It came a t first with Dow Jones ticker. 

Yes . 

You see? 

Di d they handle it all right. 

It didn't use the exact wording but it was very 
good. 

It was all right. Now may - let me ask you some­
thine else? 

Xes . 

Are you worried over there about Russia 's statement 
on interference in Spain - does tbat bother you 
people over there? 

In the market yesterday, they said . 

Pardon me? 

That affected the market here some . 

Xes , but bow is it today? 
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. 
1 haven't heard the stock exchange quotations yet. 

Yes . 

But the exchange was - well sterl ing was s tronser, 
of course. The dollar wa s up .495 to 1 . 05 . You see 
sterling i s stronger. 

Well, s t erling was stronger here, too. 

' Yes- yes . I don't think that's going to be too 
serious -

No. 

- but it - it ha s made a little setback in their 
rentes here and 1n their stock market. 

On the o ther hand , the Chinese-Ja panese thing 
seems t o be a little better. 

Yes . 

~o - well now you' re going back to see them, are 
you? 

Yes. While I was there, Ba umgartner got in touch 
with Fournier -

- Yes . 

- and has an a ppointment f or 3 o 'clock . 

Fine. 

It's a quarter past two . 

Yes. 

So I•m going to lunch now, and then he's going to 
call me b~tween four and five. 

lind t aen - and then as the d ay goes along you'll 
call me agPin? 

1es. You' ll - you'll be there? 

B. M.Jr: Yss . 
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Fine. Well, I'll call you - wel l , as soon as I get 
an answer from them which may be near six. That 
would be one o ' clock. 

Well , don't call me between - try not to call me 
between one a nd three. 

Don't call between one and three? 

Yes - either call me before one or after three. 

All right. 

See? 

Well, it' ll - it1ll just depend upon the hour I 
get the wor d from them. 

All right . 

All right . 

Thank you. 
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Bello. 

Kr. Knoke. 

October 9, 1936 
10:08 a.m. 

Good morning, Kr. Secretary. 

Hello, Knoke. Well , my s t atement of yesterday didn ' t do any harm, did it? 

On t he contrary, I think it helped very decided­ly. 

Yes. And I would have hated t o see the thing go 
to 4.87 for the effect it would have -
Yes . 

- about all thes e - the Rumelys, and the Rands and 
the Vanderlips, and t ha t whole crowd, you Know? 
Yes. Yes - yes . 

And - but she seems - what is it? 4. 90 - 8.90 -4 . 90? 

No, it ' s 4.90 - 4 .90-l/4 about . 

That ' s very nice. 

4.90-1/4 with very little business, but probably 
a little more on the bid Side than on the offered side Just now. 

Veryn!ce. Well, how - and you haven't heard yet from a broad, have you on -

No. I out in a call for England and I expect to 
get it in the next few minutes . 

Are you going t o t alk to Cariguel today? 

I will later on - yes. 

Right. And then would you l et Archie know? 
I shall - yes. 

But everything seems lovely, doesn 't it? 

Everything seems fine . 
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The Ger~ans have - seem t o be having a bard time. 

Yes , well (laughs) of course I - they ' ll have t o 
come ar ound ult i mat ely. J ust how Schacht will work 
it out, I don ' t know. That ' s a -

No. 

- t hat ' s a t ough j ob he bas. 

Yes - ver y. He ' s bad it all his own way for a long 
time. 

Yes , and he - he ' s the kind of fellow who wanted all 
bis own way, t oo. 

Ri ght . Tell me , in t alking to the people that you 
talk to, has anybody made any sarca stic remarks 
about my statement on the Red Cross investments? 
Have you picked t hat up a t all? 

No , I haven ' t spoken t o anybody on that. 

I mean nobpdy has mentioned it to you? I ' aean 
I ' m trying t o gather how important - I mean I don ' t -
I mean the New York Tribune and Sun editorially, 
of cour·se, t ook a dirty crack at me because I -

Yes - that I saw. 

- and I wondered whet her that i s getting down t o 
the people who are really de&ling in finance. 

Well I - I must frankly say I 've been so much­
Yes . 

- occupi ed with the - the exc hange end that I haven ' t 
had a chance to t a lk to a nybody on the outside a t 
all. 

Good . Vi ell , I 1m going t o ask - I'm going to uk 
Burgess . He might -

Yes , be ' s much more i n t ouch ~ith the market . 

Ri ght . All right , t hank you. 

All right , Mr . Secretary. 

Bello? 10:15 - 10:15. 
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DOW JONES - October 9, 19~. 

~9 D 
AURIOL ON DEVALUATION 

P ARIS-COPYRIGHT U P- I N THE F IRST INTER­
VIEW HE WAS GRANTED SINCE FRANCE DEVALUED HER 
CURRE NCY FINANCE MINISTER AURIOL SAID THAT HE 
HOPED -ALL GREAT NATIONS- WOULD SUPP ORT A WORLD­
WIDE F INANCIAL AND ECONOMIC OWGANIZATION TO 
AVERT THE THREAT OF WAR 

AURI OL HAILED AS THE - BEGINNING OF A NEW 
EC ONOMI C ERA- THt RECENTLY AN NOUNCED MONETARY 
ACC O~D BETW EEN FRANCE THE UNITED STATES AND 
GRE AT BRITAIN- AN INTERNATIONAL 

FI NANCIAL AND ECONOMIC ORGANIZATION AURIOL 
SUGGESTED WAS THE LOGICAL SEQUEL TO THE ACCORD 

-UNTIL NOW WE WERE ENGAGED IN A MONETARY 
WA R WHI CH WAS FORM OF ECON OM IC WAR- AURIOL 
SA ID -EVERY COU NTRY LIVED BEHIND TARIFF BARR IERS 
AND UNDER A REGIME OF MONETARY DISPARITY 

-EV ER Y NATION OF ANY IMPORTANCE ISOLATED 
ITSELF AND PROTECTED ITSELF AGAINST THE 
ECO NOMIC ACTIVITY OF OTHER COUNTRIES AND THUS 
EVEN COUNTRIES WHICH DECLARED THEY WERE NOT 
IN REALITY WERE UNDER A REGIME OF ECONOMIC 
AUTOCRACY 

-BY ADJUSTING OUR CURRENCY ON THE BASIS OF 
WO~LD PRICES WE LEVELLED THE GROUND OVER WHICH 
MERCHAND ISE CAN PASS FREELY FROM COUNTRY TO 
COUNTRY 
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-THE ATTITUDE OF OTHER NATIONS PARTICULARLY 

THA T OF ITA LY SHOWS THE CONSIDERABLE IMPORTANCE 

OF THt EVENT WHICH -NEV ILLE- CHAMBERLA I N AND 

SECY MORGENTHAU WERE ABLE TO DESCRIBE AS A CAPIT 

- AL PO INT IN THE HISTORY OF OUR PEOPLES-

TURN I NG TO THE TAS~ OF THE I MMED I ATE FUTURE 

AURIOL SAID 

- NOW WE MUST ENLARGE AND CONSOLIDATE TH IS 

VAST ENT ERPRISE AND WE 00 NOT INTEND TO HALT ON 

THE ROAD- PREMIER MUSSOL I NI WAS R IGHT WHEN HE 

SAI D WE MUST GO FROM THE TEMPORARY TO THE OUR­

ABLE- WE MUST COMPLETE TH I S COMMON EFFORT AND 

LE AD PROGRESS IV ELY TO A EUROPEAN AND WOR LDWIDE 

FI NANCIAL AND ECONOMIC ORGANIZATION 

-IT GOES WITHOUT SAY ING THAT NOBODY WILL 

BE EXCLUDED FROM THI S EFFORT AT COOPERATION AND 

IT IS TO BE HOPED THAT ALL GREAT NATIONS WILL 

G IVE IT THEIR SUPPORT 

-BUT IT WAS NECESSARY TO HAVE A BEGINNING 

AND THAT IS WHY I REJOI CE THAT OUR THREE GREAT 

POWERS HAVE SET AN EXAMPLE-

I N RESPONSE TO QUESTIONS THE FINANCE MINIS­

TER S AID HE WAS CERTAIN OF BALANCING THE BUDGET 

IN FRANCE BUT PO INTED OUT THAT OTHER BUDGETS 

- NOTABLY THOSE OF THE UNITED STATES AND BELGIUM­

wE RE NOT BALANCED 

-1 MUST SAY THAT A BALANCED BUDGET IS 

I ~PORTANT NOT FO~ THE IDEAS BUILT UP AROUND 

I T ~UT FOK THE CONSEOUE~CES- I F TOO PRESSING 
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DEMANDS ARE MADE ON THE CAPITAL MARKET TO MEET 

THE DEFIC ITS WE AGAIN WILL ARRIVE AT INCREASING 

INTEREST RATES AND HAMPER PRIVATE INDUSTRY 

-BUT THt BUDGET DEFICIT CAN AND SHOULD BE 

F ILLED BY THE RESUMPTION OF ECONOMIC ACTIVITY­

I T IS IN THIS DIRECTION THAT WE WILL BEND OUR 

EFFO~TS- THt EXPERIMENT OF DEFLATION PROVED IT 

WAS TOO SENSELESS TO TRY- I AM CERTAIN I SHALL 

~RING A BALANCED BUDGET-

AURIOL SAIO HE FELT CERTAIN THAT -FROM AN 

INTERNAL VIEWPOINT THE MONETARY ADJUSTMENT WILL 

LE AD TO RECOVERY OF OUR FOREIGN TRADE AND FRENCH 
TOURISM-

-MANY STUPID THINGS HAVE BEEN SAID ABOUT 

DEVALUATION- HE ADDEO -NOTABLY THAT WE WERE 

GO ING TO RUIN THE COUNTRY- BUT THE EXAMPLE OF 

OTHER NATIONS PROVES THE CONTRARY-

-a-
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uurr::o mss - October , 13:00 . 

I IICNSU 

PAliS.--FINAHCt MINJSTII AURIOL TOLl THE UNITII PlESS TOlAY TKA~ --Kt KOPEl •ALL . ,ItAT NATIONS• VOULI SUPPORT A IOlLJ-VIIt FINANCIAL ANI 
ECON~Jc oacANIZATION To AYllT TKI THJEAT or vAt. 

AUR IOL VHO ISS~D Tkt ltClttS VKICK TOOK FIANCE OFF 'OLJ, 
*ILtl AS Tt •at, INNIN!I: OF A IIV tCONOt'IC ~u• tH ltCE.NT~IOIOUNCU 
._,NtTAIY ACCOU llTVUII FlAIICt, TKE U.S. AIQ atAT JliTUN. '" 
INTtRNATIO.,_L FINANCIAL ANI ECONOMIC Ol,ANIZATION, AURIOL SU,'iSTtl, 
VAS T~t L~IC~.l. SEQUEL T~ TKI ACCOlt. 

•UNtiL NOV, It VIII t~ACIJ Ill A ~TAIY VAl VHICM . VAS A FOIM OF 
ECO!tOtiJC VAl, • AIIIIOL SAil. •EVElY COllfTIY Llvtl IEKUII TAIIJF 
IAUJEitS ANI UNIU A It;! fit 0 NONETUY IISPAIITY • 

•ay At.JUSTIM; Out CUIIIHCY Olf 1'111 JASIS OF VOILI PIICIS1 VI LtVtLtD 
TKE CIOUNI 09[1 WHICH KtiCKANIIIE CAN PASS 1ltELY FROM COUITIY TO 
COUNTRY. 

•THt ATTJTUIE OF OTKE~ NATIOM&, PAITICULAILY rNAT OF ITALY, SNOI~ 
TKE CONSIIElAILt JMPOITA.ct or TKI IYENT VHICI (NEVILLE> CKAMitlLAJN 
ANI SICltTAIY NOICENTHAU VUE AILI TO KSCIIIt AS A CAPiTAL POUlT 
IN THE KISTOIY OF Out PEOPLES.• 

PlEMID MUSSOLINI VAS IICMT . VIID Kt SAil H 1ST CO 110M Tt1E 
TEMPOUIY TO THE IIIIAaLE. H MUST Cot!PLtTt TillS COiftiON IFFOIT AMI 
U:AJ l'lOClEUJnL Y TO A EUROPEAN AIQ WOILJ-IIIt FINANCIAL AIQ ICOIIOIIIC 
C:.CANIZATIOII. 
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•IT COU ll111011T IAYII!IC fiAT IIOIOt'!' WIU II UCLIKt ROll , Till 
P'FOIT AT COOPEIATIOit1 AU IT II Te • JOPU fiAT AU IIIAT IATI .. WILL CIYE IT filii IIPPOIT • 

• 
P U:SPfSII TO IRITJ .. , Till FIIIIICI Rp!IITP SAlt II WAS CIITAII 

01 ULAIICPC Til lltclf II RAIICI, 1ft !OIII1D tiT 'DIAl. OtiiD ..,crt'l 
-IIOTAILY TIOA: OF Til •110 ITATIS a• .UIIIt-•WUI ~T IAUIICit • .. ,,. ...... 
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UtlrrED PRESS - October l , 19:16 • 

JCNS60 

CENEVA .--AMEH ICAN BUSINESS HAS ADVANCED TO THE POINT • wHEHE 

SIGNS OF kECOV£HY AilE UNMISTAKABLE,• THE LEAGUE OF NATIONS ' S WORLD 

ECONOMIC SUH VEY llEPOHT SA~D TODAY . 

AFTEH CITI NG THE SET-BACKS IN PHESIDENT HOOSEVELT'S RECOVEHY PHOGRAM 

·suLTINC FROM SUPERME COUkT DECI SIONS, THE SURVEY SAID: 

• MAKKETS WEHE A LITTLE PERTUHBED BY THESE JUDICIAL CHANGES . STEADY 

IN(;HEASE IN ECONOM IC ACTIVITY, DESPITE THEM AND DESPITE THE APPROACH­

INC ELECTION SUGGESTS ECONOMIC AS DISTINCT FHOM POLITICAL INFLUENCES 
E GAHHNC THE ASC£NDENCY . • 

THE ll£POHT SA ID MA INTENA NCE OF THE DOLLAR SINCE 193q AT A CONSTANT 

VEL Otl ~ORLD EXCHANGE AND THE GOVEilNMENT'S WORK RELIEF PHOGRAM WERE 
L~PORTANT FACTOHS I N RECOVEHY. 

10/1--Rl055A 
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UNTT:D PRFSS - October &, 19~6. 
"l 9 

Atl ...rTAAY ACIUIIUT 

JCOUS OF COM.ICATIOU FIOR a.aiCAII IISIIISS llltl A•J PDSOIIS Ll.-I 
Q.OSILT llTil FOIIlCII TIAK liAR PORIJ IIITO Til TUUIIY UPUUJ•c 

MTUFA~IOII Oftl TIII iC:llllta'r1 IT IAI SAl,. 

li:CPT , NNITAIY ACTIHS 1• fiAIICII, IOU.AIIJ1 NLCII .. , ITALY AD 

•ntDLMJ 1111 tlllll U n•JIIM TO PIT TIISI CRI.UCIIS 01 A ... IW. 
LEftL P'IIPAIATOIY TO STUJLIZATIOII0 

TUASUIT OffiCIALS 1111 IIOT ALADIEJ 0¥11 Til POP I~ Til PIICI 

tW Till 1'0~1. IT CLOIIJ YIITUIAY AT -..111 TDII I'OIIITS 111.0. TD 

n~:n& IIIU Till flb~T STIP"I I" llfl !111 ITAIILIZATIOII r•1 IIP"f. a' 
11;11 JAY AFTU Til fll-•ATIOII ACIUICIU1 AD PUCIIASIJ 11 0001 000 I'OIIIIiS 
Dl Tlll In TOll liAIDT OFrDIJ 1Y 1111 ST&TI JAR OF IISIIA ·u IIIAT 
SCUTAIT JtOai:UTIIAI Tlltlll A •tiiTUir Pilei. 

TUASUIT OffiCIALS SAil Tllil IU JEfl 110 AIIOINAL TIANSACT~OIS 
JlfVOLYIIK Til . ITUILIZATIOII JWJ1 Tlll LAICIST KI•~> 'U1 00. 1'0 .. 11, 

liUCil UPUSIIITII A COIIIIUTIH or OUIIS. 

OFFICIALS llPIIIIIJ A PlltATI KLIIF TIAT Till LOWIIING or Til 
.IISCOIIIT IATI IT Till Mill OF FIAIICI ROll TIIUI TO TIO A••• OB-IIALF 

PEl C1WT lAS A FAtoiAaLI SIION Ill Til IIITliiiATIOIAL PlCTIII. 

AJMIIIISTIATIO. OFIICIALI TOOl Til POSIT! .. TIAT A LOIIC-IANGI STAI~I-
ZATIOII AIQ flAil IRP'IOfDIPT NOCIAII lAS ceiiiH IAPIIU TO A IIIAI U 

A IISULT OF Til AC:IEIREMT. 

10/ 1--llU•A 

' 
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3.0 

A ... IIIITIATI. errJCilLI SAil TOlAY Till lolo Alii CIIAT UITAII •u COOPlUTIIK acaDIIC TO PLd Ill Till Tai•PAin -~U~ Acall 
.. TUT TIIU Ill 10 TDIIT or a IPLIT Oftl M DCI'FII UTII tr Till 
1'0111 Ill JOLUI. 

10/a-·JUUA 

All ~alt atiiiMIIT 

I 

Till OrJlCilLI lUI Tin ftU PUAIII lift Til IOUI. tr Till ac:ceat 
TIIA 1AI &Ill ll&.lhll IT Ill DIICliC IIOIT UPII UANUIMWI " IMII 
CftAPCIU TO PIOI'b Lnll.l IITI a 1111111• or TalK IUT.IAIIRI. 

TlllT IITIMIII TilT a CDTUI 1110•1 or ....UIII rea NIJTI• 
llltOIK IITUMTI-1. C•1 PCIU WU Tt. IIJIICTII •nu IICIAIIII UtiLI 
•AD lOIII TO ITAIJI.IIO Uflllo 

lT WAS IDICITII TilT ~ liftl OJ SUI I szat ... AJITICI~TII 
Mil TUT CIIAT Mltall, htHI Mt TSK lolo 1111 CMPIUTI. 
CAIU1IU.Y te nut aCAIIIT ..... UCUSIII IIITWIMSSCII AS a 
•sat or IICI JOCUYI•. 

&o/ a--auua 
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DOll JONES - Oet.ober 8 , 19:SS . 

• 

NO U S BRITISH MONETARY COMPETIT I ON 

WASHN- ADMINISTRATION OFFICIALS SAY 

T~E IS NO MONETARY COMeEJJJION~~IWEEN THE 

UNITED STATES AND GREAT BRITA I N CONTRARY TO -
PUB LISHED REPORTS THAT THE BR ITISH WANT A CHEAP 
PO UNO 

THE VIEW IN TREASURY C I RCLES IS THAT 

MONETARY READJUSTMENTS WILL TAKE PLACE SWIFTLY 

AND WI TH A COMPARAT I VELJ_ ?MALL AMOUNT OF INTER­

NATIONAL DISTURBANCE -

GOVER NMENT QUARTERS 

-0-

-
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" I /I AD O NO U S BRITISH MONEtARY COMPETITION 

WASHN - TREMENDOUS CHANGES I N MONETARY 

VALUATIONS AND INTERNATIONAL TRADE CONDITIONS 

ARE STILL TAKING PLACE BUT THE ADMINISTRATION 

FEELS THAT THE OBJECTIVES FOR WH I CH IT HAS 

BEEN WORKING IN THE MONETARY F I ELD ARE BEING 

S ATISFACTO~ Y ACHIEVED 

- o-

9f:6t 8 J.:Jn 

9rJ>t 8 l.:JO 
AD O NO U S BR IT ISH MONETARY 

COMPETITION 

WASHN - NO ARTIFICIAL ATTEMPT TO MOVE THE 

DOLLAR-POUND-FRANC RELATIONSHIPS HAS BEEN 

MADE SINCE THE SALE BY RUSS IA OF I 000 000 

PO UNDS STERL ING ON SEPT 26 IT WAS LEARNED -

TH~ LARGEST TRANSACT I ON SINCE THAT DATE IN NEW 

YOHK AGGREGATED ONLY 75 000 POUNDS ACCORD-

ING TO STATEMENTS MADE HERE 

OFFICIAL CIRCLES INTERPRETED THE LOWER I NG 

OF THE FRENCH DISCOUNT RATE TODAY AS A SIGN 

OF INCREASED CONF IDENCE AND WELL BE I NG WITHIN 

FR ANCE 

- o-
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,-a-OERAL R£S£ftV& 8ANK 

OF NEW YORK 

313 

A"'"'''r"' C O RRESPONDENC E 

COiriDIII!I.U. rn,u 
I.. w. hoke 

0ATE_Q_c_~o~U' 81 l.8Mo 

SUDJKCTl- fJa.II!BOII COnuutiOI 

111'11 BAll 0'1 aowD. 

I called Mr. Bo~ion ai 10al8 i odq . 8ierl1.nc waa on the 

b1d side 1D l.olldon, he aa1d, and he wondered whether there na noi 

an o•nraold poa1Uon 1D lew York. I replied that I d1d no\ lalOWJ 

but 1t t here were, 1t could Bot be Yery aubaiani1al beoaul8 the 

•arlr.ei'a whole uchallee poaiiion waa Bot iaponant. Bolton uhibited 

aoae 1Dtereai 1D t he aterl1D& aarket t or forward del1Yery. t here ap­

peara to be cona14erable blQ'i.nc tor Jkaropean and Brii1ab account ot 
aterl1.nc tor one and t hree aonth a dal1Yary qa1Dat aiaulianaoue aal.e 

tor apot dal1Yery, with the reault t hat t he d1acount on tllture 

aterl1D& baa narrowed qu.ite a Utile, 

I 1Dqll1ra4 whether t here were any new dnalopam\a With r.­

card to t he arrancweni now under contwplation. Bolton replied iha\ 

ihq had a .. n a copy ot \be Secretary' a aeaaqe to llr. QaaberlalD 

and thai it looked aa thOUCh ihq would cet an mner ott t.Ucht. 

I ataied t hat 1D tbia connection I wanted to d1acuaa the toJDWiq 

po1Di with b1a and be aura there waa no aiaunderatandiall 

.Uauai.nl, I aa1d, thai neryih1Dc na aet tor ! ueadq, and 

we boucht aierl1Dc on thai 4aT and decided to eonYeri ihia aterliaC 
h"'. 1Dto co~d ai \be price cuoted \bw, we ~d b.aYe t o oable the -

nichi, c1'f'1Dc \be UIOUDt purohaaed and ausnc the racueat tor -­

Boltoe q:reed. that balq ao, I conUBued, I aa!NIDed that 

t hey alao ~d cable ua on t'ueedq nicht and, tor tha\ aa\\er ot 

courae, ~' wh111nar operai1ona were cona• a\ed, ci'f'iDc ua \he 

dollar w wat and aek1na ua io cnaTut 1a\o cold. It, tor ~--• ot 
'"""'""r o•, \b8f Ud not el"' io re1111en -•ua1oe 1a\o aol4 \be ... Regraded Unclassified 



FEDERAL RESE..RVE DANK 

OF NEW YORK 

0ATE 0$ber i,_ 1811. CORRESPONDENCE 
DII!UL rn.u 

--""'"-'•• IQoke 

SUBJ E CT• IJLIPBOI& 901JJN41QI I'IJI 
BjJX M aGWID. 

-I-

was .sT un4trnao41Dc ua• IUb .. qu•t CODYerlito 'IIIM&14 be a adter 

neco•1aUOD. Othel'Wi .. , we would be d a 41aa4Yu,.,e beoauae we hM -cooTer\ da.117 ill order to be able to ua• the rde quoted 1ll OD tha\ 

Bolton repea'e4 'hat he .,reed •t1rtl7 • 

.U recarda 'h• balance 'llbioh thtT had with ua, and tor tha' 

~at.1tar t~t which we bad with th•, tt ••• rcr undernaodi.Da tha' a an­

~·••,t of \hia would not be autoaat1o but rather a u•t•r ot aeco,ia­

Theretore, pa4ina a dec1a.1on •• to What we ~4 both Wiah t o 

I'IICI .. ted t hat they be aet alide tor 'be U.. 

and that 1! Tu.ead&f were the t1rat 4&1 under the nn trrM~••'• 

wou1d conYert on ua• d'f only Wha' had bea done on fuelde;r but aot 

,....,n.<rua tran~aot1ooa. 
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I'COERAL. R£S£.RVE BANK 
Of' NEW YORIC 

FFICE CORRESPONDENCE 

CQlUI'I.DENtHt. FU.ES 

OAT,. Octoller_j,~ 

SUBJIICT> Tf.l.EPHOBE C!lllVFllSATIOlll---­

nTIL.BANK OF FlUNCE. 

I called &lr . Cariguel a t 10: 40 today. Thillga were II0'91.ng 

verJ a t1sfactor1ly, he said. With r egard to the arrange:a.ent now 

under contempl a tion, Cariguol see~ed a little uneasy lest, 1n case 

of cancellation, he find himself 1.n a position where he could no 

lon&tr c ~nvert into gol d dollar s purchased by him 1n t he Paria mnr­

ket for retular deliver y, that is, t wo daya. I r eplied tha t he 

should not worry on that scor e because it was cert ainly my under­

standing th.. t abrogation of the ar r angement would be •d. tbout pr eju­

dice t o past transactions . 

I t hen went at t reat length into the question or con'9ert­

i ng daily into gold the f or eign curr ency bought by each of us . As­

sumlng, I axplained, tha t the arrangement becomes effective on Tues­

day and th• t on Tuesday he buys dolla rs, he would, as I under stood 

it, ct.ble us the amount the same night and request that these dol­

l ara be converted into gold; such conversion would then be auto11atic• 

It, however, for reasons of his own he decided not t o request con­

version the same day, ~ubsequent con'9ereion of such dollar' woaid 

no l onger be automat i c but a ma t t er ot negotiat ion, In ot her worda, 

it he decided t o accu.:n1la te balances 1n Net~ York, the subsec;uent con­

of the2 •ould be subjec t to negotiation. 

I explained that we t ook 1t t ha t he would opera t e on thie 

a because in cases wher e we bought francs i n New Yor k we would 

t~~ lly have to advise Paris the same n1abt and request convers 

order to be sure t ha t the gold r a t e quot ed ua t hat morn1n6 

Cari guel ver y clee.rly repli£d h1s under standt n.,. that, •The 

be nlid has Regraded Unclassified 



,.COERAL RESERVE BANK 

OF NEW YORK 

CORRESPONDENCE 

316 

OATF OctobQr ~. ]9ZI6 

SUBJ£CT: Tl:.r.EP.!II)H£ COliVlJl~S!IIA:l:T.I.IIO~Ii:t_ __ _ 

L. r . Knoke IT I BAJIIC 01" f!WICE!..• ----

He th.n r ererred to th£ ba lances •h1ch hb had accumulated 

alnov th• :>r anch rund boaon t o work(;hi cl:l now &Diount ed t o • 

•la,ooo,oo~ nd >~hic tt a1r.ht lncrea aa 1n vol U!IIe becaus e, a rtor ha't'ing 

p;~rch eed 1n London "'ol d t the ext m t or '~o,ooo,ooo, he "'' not 

abl to •et L:l7 a':lr e th re Iince t he f.w1s• 1 t i t.nnl &nA was ,- l ao 

a b~y r . I r eplied th t 11nce conv£r s1on into '"ld wou.ld bt; aut o­

matic only for n L- trbnl•c tion s fro~ th• day tho arr~c~ent be­

C~A:~e effective , convcrlllon or hts old bllltnoe into gol d would h. ve 

1110 t t r of ne._ot i ation . I su...teat od th t , s soon f t.ht 

rranl~ t • a 1n force , ha dvi•e us b cable wbP t he •cnt od to 

it~ his bl lance nd , 1f be re~uested convarsion into g .ld, his 

request ould be ._ ivr pro=~t con sider at ion . 

I th~n made r ofer en e to his doily or der s t o sell f r anc a 

a eked tl:l t be tellw definitely \'lhether the r~tto quot ed by him 

to be net to him or whether brokel"~<ge and 'llliDJ.ssion 1n tbia 

be tor hil a ccount , Cer1a.uf l repli«.d tha t the r a te 

ca.bl ed us aa l eaye oeant t o he net to hi s . 

Regraded Unclassified 
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SEcrEtary of StatE 

Ylasbington 

52, OctobEr 9, 2 p .m. 

GRAY 

Pro.ho. 

DatEd October 9, 1936 

REc 1 d 11:20 a , m, 

My tElEgram No, 51, OctobEr 8 , 5 p .m, 
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Bill as amEndEd by llousE passEd SEnatE today EffEctivE 

lOth inotant . 

WRIGHT 

KLP:RR 

Bill pr ovidin.g for dEvaluation. 

Regraded Unclassified 



8 . loi •• Tr: 

Oper lltor: 

8 . l.l .Jr : 

8ogate: 

B.!J! .Jr: 

8: 

a.M. Jr : 

8 : 

B.!.!. Jr: 

B: 

8. M. Jr : 

B: 

B. II. .Jr: 

B: 

B. lt . J r: 

a: 
8 . M.Jr: 

B: 

B. ll . Jr: 

H: 

B.M.Jr: 

Bello? 

Mr. Bogate. 

Bello? 

dello, Yr . Secretary. 

Bow are you? 

Fine - thank you. And you? 

October 9, 19.36 
11 : 01 a .m. 

Oh, I' m in a good humor but kind or as though 
they've put me thr ough t he wringer. 

I•ll bet you are . You've had a pretty t ough two 
weeks of it, haven' t you? 

It' s been almost unbelievable. 

Well I can - I can believe it. 

.Lt's about -

I think you•ve done a fine job. 

Thank you. It •s about all one person can handle. 

• little more so, I should say (laughs) . 

I agree with you. I just wanted t o kind of gossip with 
you f or a m.inute or so -

Yes. 

- as a friend. I di scussed a t my press conference 
on Monday this so-called Red Cross letter. 

Yes . 

And your people carried on the front page, a perfectly 
straightforward story, and I was entirely satisfied, 
and so did the Tribune, see? 

Yes. 

Since then the Tribune and the Sun have taken a 
crack at me editorially, a nd I - my own feeling 
and inclinati on is t o let her ride- forget about it. 

Regraded Unclassified 



H: 

H. M.Jr: 

B: 

B.ll. Jr: 

B: 

I! . Ll . Jr : 

H: 

a. I.I .Jr: 

B: 

a .... Jr : 

ll: 

R: 

B: 

B.N • . Jr : 

8: 

H. N.Jr: 

- 2 -

Yes . 

I wondered if you thought I was right or whether 
it - it should be handled again. 

319 

Well , a str ange thing -
about that last night. 
the Tribune editorial. 
did have an edito~ial . 

~ wife and I were talking 
She ' s seen - I haven' t seen 
It seems that the Tribune 

Yes, they had one, and the Sun bad one practically 
the same . I don't know- they 're working it in so 
now it's a Communistic state . I don't know how they 
get that . 

(Laughs) 

But they brought that in. 

And - my preliminary dispositi on bas been the same 
as yours - not to s ay anything about it, -

Yes . 

- but Ann was asking me about it, and I gave the 
same explanetion which you had given, wt1icb we 
published, -

Yes . 

- which cleared it up entirely in her mind . 

Yes . 

I don't Know th:>ugh really what you can do about it . 

No . 

Ah -

Well, t he point is t his - some o! the people called up -

I beg your pardon? 

There's some people - I just want to A.llow, i s it really 
making any difference to the people who ar e not over­
political or over-partisan - I mean - I think - I 
mean the man who has his money to i nvest and running 
trust funds, etc. , is it making any - do t hey under­
stand whet I 've done? 

Regraded Unclassified 



B: 

l:I.M. Jr: 

B: 

B. II. Jr : 

H: 

B. ILJr: 

H: 

H. l.t. Jr: 

H: 

d . II . Jr : 

B: 

B. M.Jr: 

H: 

H.li. Jr: 

- 3 -

Oh, I think so entirely. I•ve - I 
yes t erday I had l unch wit~ a group 
t he ma tter didn't come up a t all . 
they were concerned about i t , t hey 
something about it. 

3?0 

- I have been -
of bankers, and 
I mean, I think if 
would have said 

Yes . Well, the way I•d lik e to leave it, if you 
think i t should be handled aga in, I'd greatly 
appr eci ate if you' d call me. 

I •ll be hap~y t o do it, and as a ma tter of fact I'll 
kind of Just touch upon the subject -

Yes . 

- with a few people a nd see if I can g et any rise from 
t he!l . 

I - yes - my own inclination was I gave t he explana tion; 
t he men who wri t e s traight thr ough stories handled it 
absolutely nicely, a nd I can't control the editorial 
writers . 

You - you cannot, and you' d be making a lmost a mis­
t ake, I think, to try it. 

IVell I - I - I th i nk so . I mean the whole thing is -
I mean- I - I mean i t i s the most unusual thing . I 
mean the letter was Nr i t t en back in May; it's been 
ther e all this time; and, of course, I knew ~no dug 
it out and I know who gave i t out, -

Yes . 

And I was never so shocked in my lif e to think t ha t a 
man of his s t andi ng would go as f ar a s he did. 

Well I - I t hink it was pre tty ridiculous . You are 
abi ding by - by what? The by-laws of the Red Cross -
you're a member of that Comm.ittee, aren' t you? 

That's the point . And, if- I mean, and if the 
Secretary of the Treasury is a member, that organiza­
tion then becomes a quas1-public institution. 

That's right . 

And as a quasi-publ ic ins titution , I can' t recommend 
t ha t they put anythi ng of thei::- money into anytb1ng 
except Governments , and tnere was no 1nference at 
any ti.me on say part d id I say that they can' t buy 
Co!llllercial secm·i ties. 

Regraded Unclassified 



II: 

II .M.Jr: 

II: 

II .... Jr: 

II : 

II . !.I .Jr: 

II: 

11 . 1.1. Jr: 

H: 

H. d .Jr: 

B: 

B.l.t.Jr : 

II: 

II .M.Jr: 

II: 

a . J.t .Jr: 

H: 

B. l4.Jr : 

8 : 

- 4 -

Yes. 

And that's what they ' re trying to make, and your 
people havo got it. 

I thought our - I thought our explanation was 
perfectly clear. 

It ~as 100~ satisfactory t o me, and, as a matter 
of fact, when people have called me up, I said1 ' Please get the Wall Street Journal and read tne 
front page story in the 'Hall Street Journal which 
is t he best explanation that I can give .• That 's 
what I 've t old everybody. 

hell I•m - I ' m happy that you 're - tha t you•re 
able to do that. 

Well, you write a straight through s t ory . 

Well, aoy tlme we don ' t I want you to tell me 
about it. 

Uon•t worry - I will. 

(Laughs) 

"nd - but -

321 

By t he way I understand tbat we had a little sub r osa 
help froo you on a very nice story yesterday morning 
on the pound situation, -

Well -

- and it was a very nice story . 

Yes . And you've - yes . Well , you ran i t all right. 

Well, -

You didn't get it fro= me but you got it, I think, 
from Taylor. 

Beg your pardon? 

I think they got it from Taylor, didn't they? Or 
Gaston? 

Yes, well I -I didn't know . I knew it came f r om 
t he Treasury and tbat you !mew so-thing about it. 

Regraded Unclassified 



a .w.Jr: 

8: 

H.U.Jr: 

8: 

H .~.Jr: 

H: 

H.ll .Jr: 

H: 

H.M. Jr: 

8 : 

B: 

32.2 

- 5 -

~es, that's right, and it meant-

I - I thought it made a good story and -

- and then I followed it up and you people carried 
it on the ticker, and I thought it was good enough. 
I read it over the l ong dist ance overseas telephone -
the Dow Jones ticker. 

~es, good (Laughs). 

Well, but it isn't you know - now t his thing -

Well, I'll be glad to check into that, Wr . Secretary, 
and see -

Yes. 

- but my present disposition is to believe that it 
hasn' t caused any- any furore outside of definitely 
partisan circles. 

Well, if I don't bear from you, I 1 ll take it that ' s 
the way it is. 

All right and I'll - I ' ll make some inquiries. 

Tnank you very much. 

All right - thank you. Goodbye. 

Regraded Unclassified 



a.M . Jr: 

Knoke: 

B . II . Jr : 

K: 

H. !L Jr: 

K: 

K: 

H. l.l . Jr: 

K: 

B .M. Jr : 

K: 

B.ii.Jr: 

K: 

R. II . Jr: 

K: 

H. M. Jr : 

K: 

H. li.Jr : 

K: 

Hello . 

Yes, llr . Secretar y . 

Knoke? 

Yes . 

October 9 , 1936 
12: 30 p .m. 

323 

What ' s the matter with you fellows? Can' t you give 
me a little excitement up t here? 

No; the market refuses to be excited . 

Ye!:. 

Very quiet and I should say Tnank Reaven (laughs) . 

lie too. Everything appears to be behaving beauti­
fully , don• t they? 

I think so, yes . 

Yes . And I gat her f r om your conversati ons abroad 
t hRt t he Bank of England and the Bank of Fr ance 
are sati sfi ed . 

Yes, I think there ' s a perfect clear understanding 
as to what the a r rangement is - i s driving at . The 
Bank of Engla.nd - they told me t hey thought a cable 
would go out to the Treasury - from t he Treasury 
to the Tr easury tonight -

Yes . I bear they think we 've got a f evo extra 
lawyers down here . 

Well they certai nly do (laughs) • 

(Laughs) . 

But no - no - not only ir. Washington - t hey think 
there are t oo many lawyers in this country ( laughs) . 

Well , I' d love to write t hat . 

(Laughs) • 

Yes . I ' ll have to write tnat . 

Yes. 
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B.JI.J r: 

K: 

B.M. Jr : 

K: 

B. L! .Jr- : 

K: 

K: 

a . !I . Jr: 

K: 

H.!I .Jr: 

K: 

H. li . Jr : 

J{ : 

B.M . Jr : 

K: 

B.M.Jr: 

K: 

- 2 -

But the thing l ooks all right? 

Very quiet and I think it looks all right to me. 

And did they raise any question as to our - to the 
time we picked? 

No. No, a s a matter of fact, I think we can do 
it none t oo s oon for the French. 

No , but I think Monday at 4 o ' clock is all ~t, 
don't you? 

Oh, I think it' s - it's the best time . It' s 
better than Saturday afternoon, I think. 

A better ti.me? 

I t' s bett er than Sa turuuy afternoon. 

Yes, I think so . 

Yes . 

And·when we g et this t hing , I 1m not going to stand 
on the letter of the l a w. I mean if the French 
ha ve got some gold t hey 've accumulated, I'm going 
to be very generous with them . 

Well, I t hink tha t 'IIQuld be a -

I may charge t hem a half of one per cent instead or 
a quarter but other•lfise 1 t' s all right. 

No, you won' t. 

(Laughs) . 

(Laughs) . 

All right. 

l<ll right, sir . 

All right. 

Goodbye. 

Goodbye . 
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11:.).) . Let me Just put on the record - what 1s tbe 
corr ec t time? You answer me. 

I have 12:.).). 

Wha t time is it? 

It is now 12 : .)) . 

O.K. 

All right. 

Thank you. 
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Bello? Hello? 

Bello . 

Bello? 

Bello, Wr. Korgenthau? 

Yes. 

'-'an you hear me? 

Yes . 

October 9, 1936 
4:1) p.m. 

After I talked with you, I got in t ouch with 
Baumgartner -

Yes. 

- who was with Fournier at the Bank of France, 
and talked over this matter. 

Yes. 

I gave them your present explanation in regard to 
the declaration. 

Yes. 

- and then t hey talked with London -

Yes. 

- and all three of them - that's Fournier and 
Baumgartner and the Minister himself -

Yes . 

- have been a little uneasy over that 24-hour 
business . 

"bat ' s t'ns t ? 

I say they have been a little uneasy over the 
reference to 24 hours. 

Yes . 

But I 1 ve convinced them that wss the best part 
of the whole thing. 
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You convinced them what? 

That - that's a joke . 

Oh. 

They - t ney accept it all right . They talked to 
London, and the London people gave them the text 
of the d eclara t1on which they are going to release. 

I didn't get taat. 

I say the Bank of England -

Yes . 

- ga ve to the Bank of Fra nce when the Bank of 
France telephoned them -

Yes. 

-gave t he t ext of the communique ~nich they, the 
Bank of England, are going t o give out on Monday 
night. 

I see. 

And I have tha t text now. 

You have? 

And the French have agreed to give out an iden­
tical text. 

Ob, well we haven't recei ved it yet . 

May I read it t o you - it's very short? 

Just a minute {Pause). 

Hello? 

Yes. 

They - they wnJ.d give out your declaration, 
the British -

Yes. 

- and the French Will translate your declaration -
they're '•orking on it now -

Yes. 
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- and w~ll show me th~ translation in the morninl • 

Yes . 

And they're making a translation of the British 
communique, -

Yes. 

- which they will use just changing a few words. 

Yes. 

Ft<a nce f or Great Brita in. 

Yes. 

This is the British sta t ement which w~11 accompany 
t he issuance of your sta tement. 

Yes. 

It says : 1Arra.ngements for technical cooperation 
with the monetary authorities in the United 
States of America -

Yes . 

- 'have now been complet ed . 

I didn't get that. 

- 1 have now been completed - have now been com­
pleted, -

Yes . 

- ' and the new regulations have been published by 
the Secretary of the United States Treasury, -

Yes . 

- 'which will enable gold to be obt ained 1n the 
United States of America -

Yes . 

- ' in exchange for dollars by any country which 
gives r eciprocal facilities to the United States of 
America. 

B.li.Jr: Yes. 
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' His Ma j esty 's Gover nment have arranged for such 
facilities to be afforded in London to the United 
States authorities. 

Yes . 

.i:"aragr:J ph . 'This day-to-day working arrangement 
should great l y facilitate the technical operation 
of the exchange contr ol . 

Yes . 

- ' Similar arrangement - arrangeMents have been 
made with t he Bank of Prance, so as to proVide 
f or effective cooper a tion bet•11een the three 
centers.' 

Yes . 

Tha t ' s it. 

Well, you better repeat it a gain . Then we ' ll 
surely have it . Jus t repeat it once more. 

There 's - t her e 's three short paragraphs . 

Yes . 

' Arrangements for technical cooperation with the 
monetary authorities in the United St a tes of 
America have now been completed, and the new 
regula tions -

And the wha t? 

- ' and the new -

Yes . 

- 'regula tions -

Yes. 

- 'have been published by the Secretary of the 
United St a tes Treasury, which will enable gold 
to be obtained in tbe United St a tes of America 
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in exchange for dollars by a ny 
gives reciprocal facilities to 
States of America. 

Yes . 
Paragraph . 

Yes. 

country which 
the Onited 

18is Kajesty ' s Government has arranged for such 
facilities to be afforded in London to the 
On1ted Stat es authorities . -

Yes. 
Paragraph . •This day-to-day working arrangement 
should greatly facilitate the tecb.nical operation 
of the exchange control . -

Yes . 

- 1 '=>imilar arrangements have been made with the 
Bank of France so as to provide for effective 
cooperation between the three centers .• 

Yes. Well, I think that sounds all right t o me. 

It looks awfully good - yes. 

Doesn' t it? 

And I mean, I said, •Well , that finishes it then. • 

Yes . 

Be said, •Well , Fournier just bad one question 
about 48 hours instead or 24 on certain arrange­
ments with the Federal Reserve Bank. • I mean 
a little technical point, and he was in touch 
with the Federal this afternoon. 

Yes. 

(Squealing Noise) 

What ' s that? 
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On the arrangements - there was no question about -
that your arrangements such as you have w1 th the 
British . 

B.K.Jr: Yes . 
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I mean that t echnical arrangement s eemed to - to 
please Fournier . 
VI ell, Lochhead said tba t 1 s being taken care of, 
tha t he talked t o the Feder al this afternoon . 
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'l.ba t • s it. He talked while - while Baumgartner W6 S 

Yes . 

And Baumgartner sa i d be understood it had been arranged. 

Archie says, 1Yes 1 • 

Yes - good . I didn't t a lk with Fournier after he 
talked with New York. 

Archie s ays, •Yes , it ' s all right.• 

Fine . 

Now wait a minute . Of course, I t ake it that the 
British will have a cable in tonight or t omorrow 
and then I' l l get i t, you see? 

Oh, we -

Bello? Hello? (Pause) 

Bello? 

Cochran? 

Yes. 

I imagine that the British will wa lk in here tonight 
or t omorr ow morning with their cable . 

1'1111 what? 

They 1ll most likely get a cable on this thing tonight 
or tomorrow morning - the Briti sh Embassy here. 

Yes . 

And as soon as I get it, we ' ll send you - we' ll 
either phone you or send you ti cable, see? 

You - you will what? 

We ' ll telephone you as soon as we hear from the 
British Embassy here 1n Washington . 
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All right. 

But I would say that this thing is all through, but 
we have to hear officially from the British here, 
which we haven' t . 

I see. Of course, there might be a word different 
here because they got it by telephone -

That's that. 

- from London, you see. 

I understand, and then our lawyers haven' t looked 
at it either, but I guess it ' s all right. 

Yes - yes. 

Now I think tha t sounds fine, don't you? 

I - I don ' t see anything else to do. It looks 
pretty complete . 

Now all you've got to do is write up your notes 
on what ' s happened . 

(Laughs) All right . 

Have you done that? 

I started on it; I haven't finished it . 

Well remember now you can't go to Basle until you 
finish that. 

Oh - oh - you might make me miss my train. 

(Laughs). Well, don't forget it . 

I'm going do WD there. 

What? 

Is it all right to go to Basle tomorrow night? 

Yes. 

All right. 
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l'fhy don't you - yes - tllis tiling will be - well. you 
wait until you - the minute I hear from the British 
I'll telephone you . 

All right. 

But I don 't want you to go until we bear from the 
British but the minute I hear it ' s O.K. 

I see . 

See? 

Now that would be after noon, woulan•t it? 

nell it would be - ab - they migbt phone tonight and 
1C we - if tbey phone tonight wily we'll send you a 
cable . 

All right. 

They might phone tnis to Taylor t onight. 

I see . 

See? 

So then if everything i s clear in tbe cable it would 
be all right f or me to go down tbere . 

Yes . When does your train leave? 

It leaves tomorrow n1gbt at 10 o 1cloc.k. 

Ob, yes . 

The only thing is I • d bey my ticket befoi'e noon t o­
morrow . 

Well , I think it ' s a pretty good gamble . 

All right. 

Yes. 

Nell I 1ll - I 1 ll be available here up until 9 o'clock 
tomorrow night. 

Well , the minute we bear we'll either phone or cable 
you - tbe minute. 
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Well I'll be in the bouse all night tonight. I'm 
s toying home now. 

You'll be home tonight? 

i'ou can get me tomorrow here, too . 

Vlell are they pleased - artt the French pleased? 
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I told you the only point is just about that 24 hours . 

Yes. Now let me ask you - they know 'llhat time I'm 
going t o release it here, don't they? 

Yes, at 4 o 'clock your time - 9 o'clock here. 

Til& t' s right . 

9 o ' clock llonday night. 

Fine - well -

And they're giving me their translation tomorrow. 

Fine. 

nnd then if the British text is any different from 
this text I'll notify the French at once. 

Fine. ~ell, I think you handled this again very 
well . 

Oh - surely . 

I'm very much pleased. 

I 1m going to Basle and if you ever wanted me there 
you could get me a t Hotel Schweitzerhoff. 

Schweitzerlioff? 

Schweitzerhoff . 

Schweitzerhoff? 

That's it. 

Schweitzer or Kaiser? 

Schweitzer . 

Schweitzerhoff . All right. 
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Schweitzernoff . 

If I want to - Schweitzerhoff - If I want you I'll 
just call up Dr . Schacht and then I ' ll get you. 

That ' s right. 

(Hearty laughter) 

(Hearty l a ughter) 

By the Nay he sent an emissary here the last few days . 

Yes. 

And the people here tell me - or told me t onight that 
he's being fired . 

Vlna t? 

FiredJ b ecause his cnief sai d J 'Look here - you• re 
supposed to keep up on a ll these international 
shinanigans a nd this is one you di dn ' t know about . • 

•lel l, ther e ' s a mall tha t writes for the New York 
Times fr om London by the name of Augur -A-u-g-u-r . 

Yes - yes. 

Nell I don't know whether they carry his stuff in 
Europe but he wrote a very surprising article a bout -
that Mr. Hitler wa s very much a nnoyed with Dr. 
Schacht because he didn' t keep him informed. 

Yes - yes . 

And that's the same idea, isn1 t it? 

No. They sent a man here who tells the French 
Treasury tha t. 

They did? 

Yes. 

I see . 

They - they Just told me tonight when I was over 
there at 7 o ' clock . 

Ab-ba. Well, that 1 s very interestiug . 
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Well I ' ll see them all down there if I go and get 
what reaction they offer to -

Fine. 

- things that are taking place. 

You know Monday - all the banks are closed here Monday. 

Yes - yes. Columbus 06y. 

All right. 

All right. I ' ll- I 111 defer these plans until I 
get your clearance on this Briti sh. 

But I'm very much pleased . 

All right . I'm glad it's gone this way. 

Thank you. 

All right - good night. 
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Hello, Henry. 

October 9, 1936 
4:32 p .m. 
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Herbert, Cochran Just called me from Paris -

Right. 

- ana he said that the French have been in touch 
with the Br itish, the British read their communique 
t o them which they are sending to us, and the French 
are going to copy it word for word and use the same 
one, and the -

I 1m a little bit mixed up. 

Well -

The -

The what - t he announcement t hat the British are 
going t o make a t 9 o 'clock Monday night -

Yes. 

- they telephoned a copy of it to the French -

Yes . 

And the French agreed t hat they would use the same 
thing, only translating it into French. 

Well, have we seen it yet? 

No, because I suppose they 've had t o code it and I 
suppose -

Oh, all right - that's swell. 

But I mean it's - it's completed and the British 
showed it to the French, and the French acce pted 
it and are translating it into French, and I 
suppose in t hree, f our hours we'll hea r from the 
British. 

hnd tha t also means, I take it, that in the announce­
ment they'll cover not only our arrangements but 
the arrangements between the British and the French 
themselves . 

True. It' s all in it. 
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Well, that -

Well, but I mean I t old ~ochran that he shouldn 't -
he's anxious to get off tomorrow night t o Basle 
but he should not go unti l I had beard from the 
British, but I suppose tha t in two or three hours 
they ' ll call up. 

We•ll get it from the British and no t from Cochran? 

We ' ll get it directly from the British. 

Well, probabl y they 'll hold it until morning . 

Well , they usually let us know t hat they have a 
message, you see? I ' m not going to say anything 
to them, would you? 

No. 

But I've got it from Cochran -

No . 

I think the thing - I haven ' t- I never tried to 
show any a nxiety . I can wait until the morning . 

Of course . 

and, after all, we have until Wonday . 

Of course . 

Rut the thing's through- it•s finisued . 

Well, that ' s grand . 

Don' t you think it ' s pr etty nice? 

I think it's - it's grand . 

He r ead me t he British cc:~unique over the phone . 
The girls a r e typing it now. r. : t hey get it through, 
would you l ike to see it? 

Very much. 

I 111 tell them that as soon as it's through -

Jus t send me a copy. 
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It's one of these trans-Atlantic telephone things; 
you know, it may be a little sketchy. 

You like it, do you? 

I think it's fine. 4 nd I told Cochran my lawyers 
haven' t seen i t yet b~t it ' s all right . 

Well , honest, I ' m terribly pleased that we've now 
moved to the point of an international monetary 
system, and yet on a basis tha t can be reshaped 
with accumulating experience • 

.E-xactly. 

And on this my bunch is thft eccumulating experi­
ence will probably indicate necessary changes . 

.Jh, surely . 'lhe thing that Cochran said that -
the French didn't like the 24-hour business, but 

33 9 

he talked the~ out of it. But - oh a lot of this -
he s ays tha t ' s putting up t o what - they've got 
17, 18 million dollar5 here - would we convert 
them? I told them the chances are we most likely 
will, because they said we told tnem that we 
were going to do this thing, and we 1 ve taken two 
weeks, would we do it. And I told them the changes 
are nine out of ten, we will. Bello? 

Yes. 

~hose are all f aithful things to do -

I - I tnink so . 

- and we can do them very easily, see? 

Yes. 

out -

"e 1 ve taken in - how much gold have we taken in 
since September 1? 

God, I don't know . 

We •ve taken in 250 million, haven't we? 

Something like that. What's 17 or 18 million mo\'e 
or less . 

Yes. 
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Hell, I thought you'd be pleased and I -

I'm very pleased. It•s -you na ve no ­

~nd I'll tell t he -

340 

And you nave no obJecti on, of course, to l etting the 
Secretary know . Be ' s Jus t gotten ln. 

On, yes . Well, would you tell nim. 

llay I, and perhaps he'll wa nt to telephone you. 
I Just - I haven't seen him yet . 

Ylell , please tell ll!.m and tell b1lll I' 11 be here 
f or about - until five o'clock. 

Well, I 1 ll try and see if I can get to ll1m now. 

hnd I'll tell Mrs . Klotz as soon as the girls have 
typed - have worked thtt t telephone tiling over, 
I ' ll send one copy tothe Secretary and one to you. 

Right. Thank you. 

H. M.Jr: O. K. 

Regraded Unclassified 



. 
Qctober 9th 

~ 

At a meeting held in Secretary Morgenthau's 
office at 10:20 this morning the f ollowing 
were present: 

Admiral Waesche 
Admiral Peoples 
Captain Chalker 

H. s . Cocklin, 
Aeronautical Engineer 
ot U.S. Coast Guard 

acrnur·~~ W: We got bids from four people. The Fairchild 
Corporation r.ame in with low bid but it is a 
plane which didn't comply with all the speci­
fications. The Hall people bid exactly aame 
as last ti.me - tll7,000; Consolidated t1~,000 
and Sikorsky tl45,000. 

At this point Admiral Waesche handed Secr etary 
Morgenthau a large sheet. 

IODur·a~ W: !he r ight hand column gives the total bid. 

The right hand column? 

Yes. 

What• a the thought? 

IUIIll.r<L.~ W1 We are all in accord with the Hall Aluminum bid. 

What kind of a plane will they use? 

Going to give us an 8 ton flying boat baaed on a 
design which was originally turned out in 1927 It 
baa been changed to bring it up to date as far aa 
the power plant is concerned and to give us addi­
tional strength throughout the airplane where the 
landing require.ents d•end it. At the same tiae 
requirements were set up about three years ago 
by the Javy so that this plane could be used as a 
3,000 mile plane. The requirements for flight 
were changed by the lfavy so that it can be operated 
the same as a 21,000 pound airplane . This seta 
the design up a little less than 17,000 pounds. 
It is an all metal ship except tor fabric coYering 
on the surfaces tbeaaelves and it baa bean specially 
cbanged to suit our purpose. 

What horsepower are the anginas? 
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We reco•end the Wri&ht Cfclones which are rated at 850 but we can get more than that out ot them 1t you wish. 

Is that What they call the •aea level engine•? 
It is almost sea level. 
It is not the supercharged? 
llo. 

You get more on the take-orr. 
Yes. 

What do you call that other engine? 
The Pratt and Whitney. 
It see11s to have more power on the take-orr than the Pratt and Whitney. 

We found the Wright was a better engine tor this particular plane. 
Wha~ is the cruising radius? 
Set up tor 2,000. With additional tanka we can get &,ooo. 
This is a !lying boat? 
Yes. 

What about delivery? 

Tbey promise coaplete delivery within 14 aontbs. 
What about the strength? 
Tbe strength bas been brought up to l.O - about 2~. 
What is the cruising speed? 
The cruising speed is between 100 and 110 - not a raat airplane. 
What 1a the uxtwqp? 

Tbe ux1•n• is 160 - that 1a at 8 1 000 teat, 
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A little bit t aster than the Douglas. 

About 20 miles . 

Everybody 1n agreement? 

Yes sir. 

But we don ' t save any money on this. 
same budget. 

Yes. 

This i s the 

Now the next thing is how many. 
think Waesche? 

How many do you 

We better get six. We have enough to get s ix from 
the old appropriation. That will leave us enough 
money to get four to six - Fairchilds and St1nsons -
light land planes for this alcohol t ax work. 

Can•t you pick up some little stuff from the Army 

and Navy? 

Most or tbeir pl anes are not fitted for Alcohol Tax. 
They are fitted tor high landing speed. 

Arrrry and Navy never use this type of plane that we 
use in inland work. 

You really want six? 

Oh yes we need six. We have 8 stations and I don ' t 
know whether Chalker intends to dist ribute these but 
we should have two at Salem, two down in South Carolina, 
two 1n San Diego and two 1n Los Angeles . For this 
long-range plane work we should bave two of those 
planes at all our important stations. 

Will these be more expensive to operate than the 
Douglas? 

A l ittle more on account of horsepower . 

Well they won't be going out as much. 

They can save them for sea landings . 
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Is this plane like a Condor? 
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It is designed scmetbing like it - came up from the 
PN class. That development came through !"rom '25 
to 130 and Mr. Hall got this job to make it specf.al . 

What is this special plane for the Navy? 

That is a torpedo plane for bomb work. I am trying 
to think of a type that you might be interested in 

B.W.Jr: This will be the only bi-plane? 

Cocklin: This will be the only bi-plane. The bi-plane bas 
the advantage of being able to carry special loads 
so it works in very well for our purpose. The bi- plane 
bas advantages for our particular wants . I! we wanted 
a real speedy sbip--

B. M.Jr: We don't need a speedy ~hip. 

Waescbe: As near as I can find out the only advantage in 

a monoplane is increased speed and economical 
operation at high speeds . What we want is low 
landing speed. 

Chalker: The Navy is still buying bi- planes. 

B.U.Jr: 

Cocklin: 

B.W.Jr: 

Cocklin: 

B. M.Jr: 

Cocklin: 

B. ll.Jr: 

Someone told me - I don ' t know Where I picked this 
up - that the Consolidated is building a Ball type 
plane . 

That is not exactly so. The Navy goes through the 
Bureau over here up to a certain speed and tblt includes 
tunnel work. It is basically What we call the old 
71. PFLB was based on the same design. That was 
one of the first monoplanes the Navy brought out. 

What is the landing s peed of this plane? 

60 with a fUll load. 

With tlaps? 

No you get less than that with flaps . 

What do these monoplanes land at? 
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63. The Consolidated Job is designed for a 27,000 pound plane. 

What do the present Douglas land at? 

Close to 60 with the flaps. 68 on full load. We have actually measured it. It has been tested with calibrated instruments. 

Then everybody is satisfied you want this? 
Yes sir. 

And how much money over? 

$71, 000 in round figures - two Stinsons for $4,000 each and four Fa1rch1lds at $12,000 or three and one. 
Well get one kind of plane. 

Well the d1fference is we need a faster plane on the Uexican Border . For Alcohol Tax we need a slow 'Olane for going over trees looking for stills. At San Antonio we are using an old type Navy plane. We haTe changed aviators and t hey both agree that they want a taster plane . 

Do you have to cet out more bids? 
We have bids for the Fairchild. 

Do I sign anything? 

No sir - just your O.K. 

We will have one ready on the Fairchild ~ext week. 
Wha~ the matter with the old Waco - they made a gond plane. 

The most rugged plane we can find is the Stinson. We were at the Naval Ai r Station and they can put that plane down on one corner of the runway and stop it before they hit the other end. They can stop within ~00 feet after they put the wheels on the ground. They get ott 1n 400 feet . That's what we wanted for Alcohol Tax. 
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H.Y.J r : 

Cocklin: 

H.U.Jr: 

Cocklin : 
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Why would it be better? 

Well it costs twice as much as the other. 

What i s it•s cruising speed? 

Around 1 40. 

That costs $141 020. What is the other? 

$6,000. We are buying them off the shelves. 

H.W.Jr: You can get a Fairchild with a 50 mile an hour 
landing speed? 

Cockling : Yes . With that we can just circle around and 
hover a little . 

H. W. Jr: Have you satisfied yourself that Hall is financially 
able to carry out this project? 

Cocklin: Yes . 

Waesche: Yes sir, we are sati sfied. 
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Ocrtober 11, liN 

llllMOII.UXIOX FOR TO SllCUUJIT, 

(THitOOQB ASBJliTJJI'f SllCRlil!AaT 01 1100!18) 1 

'1'be u.ndoraS&IIM ha.,. , _ .,.,. oaretllll)- into the •tt. 
of a~ the Cia"- t -ip .. rrt .. I.D aarape, ·~ 
peoi al oouidontiGil baT'-Jll ..,._ p - to tho ..-t.l¥ •U or 
u. ·-u••U• of 111u ;•na diatrlo'- _....- •porrt_,. 
bM.tl and the o.tobU t t ot a •it to be IIP"iall:r ~ 
Gil ~o and. otlwr .tor 1 1ft work,....,. u. ... w ro 1 ' 

tho tolloorin& ohaii&Oa 1a pe...-1 ot tho Ciao"'- ....,. Sor­
"ri.oe• da •• 

1 . 'l'l"anator cunc.a ~ Sib)' J . h ,.,, cat-u. 
14800. per ~UU~~a, to the alotiJitl ftOOIUIT ot Trouul'J A.ttaobe, 
Lon4cm, ~~~&land, eat-u, taeoo. par .-. 

Ac«lt ~ 1a u ,...... or ace. ODd omoroc! the C~aatoM 
Sol'rt• I.D 1110 u a olol1t in the ot1"1ao ot tho Colloo1:clr ot 
Claat.. at._ Tol1te He ._. appoiJito4 a .. n... ar;otdl in lltt. 
lD 11110 llr. X.m Ill ._. tnnatorroc! to the ponti• ot .ua1a• 
oat Collootor ot Cllat.e a"t San~ 1Wr11o llloo, aD4 t.o 
,...... later._. -.do tho Collootor ot CU.toM (IIDdor CiYU 
Sorn•) ot tha• diatrln, at t NOO. por .-. lD ltll tho 

p ro80d Collootor ot c.anc.., lira , .r- Sprtacnoa4 11h1" "• 
-• appo~ to tho ooll..tor-'dp at San "'-• ant llrn " n ~ 
wu VaDotorrod to Ilia t-r pooltloo ot ouatc.a ~ at 
t6«)0, per -· lJo h - lai!Mr anoolal aaalpr b to tho 
Apprahor ot llerollu41ao at low Yos1r., u ut1a& •t=l•1atratho 
A.llah-..t to tho Appra!Nrn 

347 

It 1a tolt that llr. loDIIOIIIIJ•o ~ -"'1 -'- npori­
IIDol aoa c "u.-...-a .-ptl-tq qua11f7 ll1a t or the peat 1a 
t.on4Gile 

1. TNutw Cbarlaa L . Turrill trca bl.o pro_. PM1t1• 
aa TNu1ar7 A.tw..ho at n-. cat-11, tiiOO. por .-, to 111111 

poo1tia of eut.. .....-. eat-u, t eooo. por -· -.ith ot• 
tlelal natioa at .,at., .... 
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a. fnllater Clwrl•• a. Clarit h-oa hie pre-t pc~Uti• 
u AP!n.at tl'M8Ilr)' Att&cbe, J..oaolCIIl, IDe~• car-u.tteoO • 
per ~ to t1w poe1Uoa. e1 tna...,- ...,....--uw a~ ..... 
Un. 111.~ obNip iA preaonrt pwle or O t&C~e~-ti•• 

• • Pk-'- Qlarl" a . ~ ~ Ilia p.....at poeU1• 
u 'l'"aalll')' ••pre.-tatiw, c:ar-.12, 14'00· per ...-, to the 
poait 1011 or An18tlmt ~ Attaolw, at~. eat- u , 
$6800• per am_, 'lioe Cl&rtt· 

&. ~ INp llalleat.b, '1'reuw7 llepreMDt&Uw• 

Cat-1o. t3500· per ·-·· to car-u. I4'QO., rith a.~u• 
u ~ a.pre-tauw Mti.Qs iA Cllarp, at n -. 'lioe 
e-rdo 

e. ~ wu- c ...... -:.........,. aepre-tauw. 
car-10 , t3600., p n-. to t1w poe1t1oa. or '1'nuw7 •~ 
ecDtatiw , eat-111 taeoo. per ..-, at Plorle . 

1 . Cbaac' the ortto1a1 .tat10D ot EWoy o . D~~JN. 
~eu.ry Bepreeeatatt.w, car-10. taeoo. per ann•• at Paria. 
to ~o~D~tcm1 wi~ ahaDp iA preaonrt t:....S. or ~uoa.. 

a. ~ l.&&ai., L. Pleard, 'E'rO&.uJ')' aapre.onrtauw.v~. 

Ce.flo.9, tuoo. per-· to c:ar-.10, eaaoo. per ........ 

e. Pk-w Jart1D H.-~. tr••INrl' .,..._.u ..... '-­
cton. cat'-10, 11100· per ...-. to car-u. taiOO• per -· 

10 o Pk-w R • '' I . 11111'9&1ao '1'.-....uy llepre . .-tat1w0 !Ml­
dae., c:ar-.10, taaoo. per ........ to car-u, taeoo. per -· 

llo Author1M tile appoLt' 1 It ot a ·~ra}IMJ'0011Tp1n, at 
t l700o per -· iA tM otfioe ot thoe tl'M8Ilr)' .A.ttache, at Jlluola, 
tor dutiea iA IIOIIlleOtiOD ritb the ~ 1 <;latecl at'or1 •• ..-. 
liP at Paria. 

JWICOftC lOLL 

11. ~ ept::de1 ' F1olnt rr. h1a pNect poaitica u 

ltpwlal -1~ (au.- ot laroo'lN) 0 t2800o ,er -• to 
lpM1al -1~ Ulcl Aetizlg \'reaallr7 atlpNaaatatiw, at taiOOo 
pezo -.-., ritb ott1o1al .taU • at Jlluola. 
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u. Jli 1l ana .... ,_ IIU p1 ' ,_._ u 
,, •••• ,, .... (... ol .......... , ............. . 

1111 •• •• eftlela1 nau- • ....._,., • ._ •IN'• 
.... - • JUl ....... Cle* " t .......... "'. " .......... 

... ...u '""'"' 
14. e • ... p a ,, 'r"'-., CllarJN •• ~. 

~, a1QM (IU et •a.nMlM), .-.... te 
..... ., .,. a,u • ,, , .... Aol*f .. \'a 0) a I a .... 
•• elft.a.l ...Uw _. ...U0 ....... 

'IIIII u.n •• Ill wlU r*INl. la .. t= I m 1a e • I 

-----~ 

b .,.., J.~. ftlfta, fli 1 • 
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Oot.ober 9 , 1936 
5:20 P. ll. 

llr. Wallet. and llr. Bewley came i .n to eee the Secretary. 

llr. Walla t said, 1 I got the meeeage trom the Chancellor 
ot the Exchequer. He eays he has no ohangee or oriticieme t.o 
make on t.he American announcement. which you ga ve u.s yest.erda,y 
and, it you concur, he would like t.o issue a statement. t or 
Tuesday morning ' s preee and I give you a copy ot 1t.. He eaye 
t hat the last. sentence ot t hat. s t atement. , the tinal sentence, 
is subJ eot. t.o Frenoh agreement, whiCh London is seeking. And 
the Chancellor ot the Exchequer entirelY concurs t hat. the 
exact. method ot price fixing should be lett to the two banks. 

llr. llorgent.hau read the following statement.: (See 
Exhibit A attaChed) 

1 Propoeed t.erme ot statement. are as t ollowa. 

•Arrangements for t.echnloal cooperat ion with monetary 
authorities in United St.atee have now been completed and a 

Jso 

new regulation is being published by Secretary of United States 
Treasury which will enable gold to be ob t a ined 1n United States 
in exchange for dollars by any country which gives reciprocal 
facilities to United States. Hie llajeet.y 1e Government have 
arranged for such facilities to be a fforded in London to United 
States authorities. This day to day working arrangement ehould 
greatly facilitate technical operations ot exchange control; 
similar arrangements have been made with Bank of France so ae 
to provide effective cooperation between the three centres . • 

Referring t.o t.he fourth line of the second paragraph, 
•published by Secretary ot United States Treasury•, llr. llorgen­
thau said to the Briti sh, 1 If you don't. mind, it. is Secretary 
ot the Treasury of the United States. • llr. Bewley said, ' Quite 
true. Let's make a note of t hat . • 

llr. llorgenthau said to the Br1t1Sh, "Let. me tell you wbat. 'e 
happened. About. 4:15 Cochran called me from Paris. The French 
had your s tatement. They agreed to it.; they are translating 
it word for word, and changing Just two words, -king it read 
the French Government. instead of the British, and they have ac­
cepted this. Now what I would like is , I want _, people here 
and the New York Federal Reserve Bank to takea look at this and 
if it looke all right. I will aek you to drop 1n . But. I Just 
want to give them a chance to look th18 over. I had it an hour 
ago. As you know, we have lawyera and fcrelgn exchange experta 
and profeesora, and I want. t hem to look it over, and aometiae 
in the morning you people will be 1n. But, as far a a I can tell, 
it looks all r ight. Don't you think eo, Wayne? (Taylor ). • Mr. 
Taylor anewered, ' I think the fellowa you have mentioned will 

look at it hard. ' 
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Proposed terms or statement are as 

follows . 

Arrangements for technical cooperation 

with monetary authoritie s in United States have 

now been completed and a new regulation iR being 

published by Secretary of United Stat~s Treasury 

which will enable gold to be obtained in United 

States in exchange for dollars by any country which 

gives reciprocal facilities to United States. His 

Me j t sty' a Gove rnment have ar ranged for such 

fac ilities to be a fforded in London t o Uni ted States 

author! ties. This day t o d.sy working a rrangement 

should greatly facilitate technical ope rations or 

exchange control; similar arrangements have been 

made with Bank or France ao as to provide effective 

cooper a t ion between tbe three centres . 
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Wr. Korge.nt.hau t hen said, •The ep1r1 t ot the t hing 18 
there . We have our experts and you have yours. I am not an 
expert and 1t looks all right to me. But. the experts have 
their very good uae and I would , sometime 1n the forenoon --
I may actually go and ride horseback 1! 1t 1s a clear day - ­
but. sometime 1n the mornlng I will ask you to come 1n. But 
tale 1B very pleae1ng to me. Coonran told me the Frenoa aave 
1t. They are taklng 1t verbat.um exoept that they are uelng 
the word Frenoh Government 1net.ead ot British. Wayne, you 
might. send thls over right away to Herbert Fe1e and toll hlm 
to aek the Frenon please to call me Secret ary or the Treasur.y 
ot the United States. I think 1t 1e tlne.• Wr. )o(allet answered, 
"Good. • 

Wr. Morgenthau then said, •we are really getting places. • 
Mallet agreed , saying, 1 0h, yea.• 

The Secretary then said t.o the Br1t1sh, "I! you haven 't 
read the New York Tlmee today, read the dlspat.oh by your man 
Augur out. ot London. (Clipping attached). Very interesting.• 
Uallet sald , 1 I don ' t believe I read 1t.• Bewley said, 1 I 
don't. think I read 1t. either.• The Secretary then sald to the 
gentlemen, "You must. get 1t. Hitler 1s tur1oue at Sohacht.• 

Continuing, H.M.Jr. said , 1 Here ' e a bit o! gossip tor you. 
The Germans sent somebody into Parl e and chided the French 
Treasur y very severely tor not having told them what wee going 
on when Schacht wae t here a couple or weeke ago; chided them 
tor not having told t hem what was going on. Ot course they 
all get together at Balse Sunday and they wlll all hash this 
thing over. I t hink we are moving 1n the right directi on and 
all I can say 1e, I aJD very much pleased. Even 1! sterling 1e 
above 4.90 , and I don 't believe we did anything. • Bewley asked, 
•went up by 1tselt1 1 The Secretary answered, "As tar as I 
Know, we dl dn ' t do a thing. The statement I gave our cleared 
the thing up. The idea that somebody was looking !or a 4.40 
pound was to~rot and, ae tar as I know, England took care ot 
1 tselt today. 

"I take 1t the time 1s agreeable -- 4 : 00 o ' clook here and 
9:00 o'clock theret• Wallet said, 1 Yee. Tuesday morning'• 
papers . • The Secretary ea~d , 1 But ask them not to glve 1t out 
before 9:00 o ' clock yourtime, because 1t 1s a little bit em­
barrassing 1t you give 1t out !1ret.• Kr. )o(allet sald, •It 
wlll be given out 9:00 o 'clock Uonday night, LOndon tlae.• And 
Wr. Uorgentbau answered, 1 That' e all r ight . our market• are 
closed and yours will be, too. 

•But aometlme tomorrow morning you either wlll hear trom 
Wayne Taylor or ~eel!. A8 tar ae I can aee, 1t'• all right 
but I ~ Ve£7 happy over the whole thing. The thing pleases aa 
t.remendoual.)<. I never th.ought that the whole e1tuat1on ·o~ould 
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REICH ASTONISHED I 
BY NEW ISOLATION 

Feels Italy 'Betrayed' Her by 
Joining General Monetary 
Stabilization Measures. 

BRITISH PUSH PARLEY PLAN 

Tht y and tht Frtnch Want to 
Foret Ctrrnany Into tht Opt n 

by Cooperation Movto. 

By AUGlT& 
W't:nhM L5 'h11 W• • 1H:1t Tallq. 

LONDON, Oct. I .- Behind the 
•moke acrMn cruted by th• ant· 
mated u c.han a•• and diplomatic 
broadald .. In the hatUe ovar non­
lltt......,enUon In the e:IYO ...,. In 
Spain. work lt proeM41nc quleUy 
to Pl't,.,.. tb• l"f''UA4 for Usa pro­
'POM!d coahnac. of the ti•• ••t.o. 
~·· powtn.. 

Lond.oa and Pula • "' ~ 
e ltber to brlnr orr thJ1 mHtlnr 
before the 11n.d of the year or to j 
I IQ)OH Otrmeny, by lnoont.rov.,. .. 
llblt. n lctenc., u 'europe'• trouble 
m&ker. 

The Brlttah Oovemmnt It tU:IIy 
a •"&&'e that Bulin I• not a vente to 
COOC::IudJAC a DtW lr'M.lY bDl dl.loo 
Ukn the t•a ot a n lfttuua UoQa S 
om!er.ne. In whk.b tbt ~kh 
WOUJd be f&U d by tM .. ma que .. 
llou that un'll now It baa a voldld 
a.n•wntnr In 1plte of .UOJ\1' p" .. 
1ure trom London. 

Cha.nc•llor Adolf H!tlu woul4 
pr.!tr l"Ntrlcttnr tba n..,-otlatlon• 
e.nUn17 to dlploo:lat.lo eb&..a.aet. .. 
pu.bHa optn.'oo would. not bt I• 
torm.M 01 tbe ttve .. uaauoa. Aleo. 
ta that caM tt 111r0UW. be .....,r tor 

the Germa.111 to reellt a demand tor 
fnelualon Of Ru.t~i• In t.be fl na l H t• 
tloment. In a ny ea .. , tuH • Kre .. 
mtnt u lttl betwee n the Brltbh a nd 
~eneh Oovernmenu Qn the way 
the mauer or tbe "Loearl'IO" ooa. 
fereace mu.c. be baftdled.. 

The ~M ou:tcome of lb• 
AAIIo - Pl-aMO • A mt:rScaa Jlll.l']lel 
mo .... toWa ,.. •ta blllu.Uoc of eu,... 
A adu ..._. 'N4n to •Ue:nathu tm· 
menMly the hand• or lbe Anal• 
Fnneh t':nl#nt.e, 

The Germ•n• ha ve fo•· yean 
te-re<l miUt.J')' ~nelrc.lement. whlc.h. 
bow-"tr, hu bHn •low in eomlnl • 
But u r u ult or t.he d.rawlnl' to­
aether of lbt JM>\lod-, 4ollar a nd 
traoc to fOI'M • W'Of'l4..wid• .. n• ot 
aAe ftuJ..S&I coodJUo-. HiOn '• 
a.Jeb \I DOW faoed. with tbO peril 
Of reel OOGftOiftiO • clrd..ndto .. 
PldaUy ai"e• Italy. tty d....tulna 
t.be lin.. hu iMOWft lbat .ate dOH 
not bold wt th the ()uD'I..u ide• or 

NEW YORK TIMES 

Oc 9 ,193d 

e:re• Unr. u nder ltlllo-Gt.rm•n It-ad· I ment view the ~nomlo atw.uon I 
e.nl\rp, a power fUl aroup of Statu lnt lde German)' wuh areat appr .. 
adopdnc banu la.t~ or cub hMalcm. BlUer hu linked TMI'1Da · 
paymu.u ... the bull of tbcl.r oco- CMnt Witb h1t tiJht -.p.IAtt 
nock u e.ba.nau. Ot.ta.e\J'Qpbic. Clft._m,.)'Die.o.t.. Ooeo 

AIU.oucb atablltu.Uon of curren- ~rtM. th• Proc:'!b8 ea.t~:.aot be tater. 
d u la only bea tnnln• · It alru.dy u - N pted wllbout pol It~ ttqed;y. 
trel'" .t..n lrr .. lttlble pull over Ka.nbal Wen:'ler von BlomberJ; 
moet Europun count.rle.. The and hJa h officiAl• of the Foretrn 
PI'OtJ~t or btlnJ • bit to return, Ottice , when they meet. dl.tt ln­
even thou&.h by • low •ta.ae• , 10 tht •ul•h ed. Sr1Uah I Utlla lntht u pon 
old •r•tem ol euy tradln1 • without lbt du .cer of a warlike uplo•ion 
probibltlve ta.rtlfa, la.num.erahlt ,..... unl ... Lhe w .. tarn powere que to 
atrlctJve quotu aDd. othu tR-akN., 

1 
•crllk::u In the fonn or tredlta and 

baa a-teeS ntw hope (Q:r -..tu lift t.be ckU.etJ or -.onlu to permit. 
Oft t.bo Ocl!fttltLtnt. Huce. tee OD• CH.rma.QJ' to cb&nc• btr pt'eaotl)t pol.. 
UOQI. barterin,- aaTMmeftt. bave k'Y to -.oer method._ 
Jo.t tbel r power to a ttract. A. London expt<et. tha.t It ever HJUu 
brtath of frNh a ir hu been Jet Into •tHH to e«ad • dtle,atlon to the 
tb• t tlnln,- atmotphere. of over-- ••t.oea rno" oonftrenct , ht will tlr •t. 
crowded a nd lmpovtrlthed Europe , t ry to obta.!o Jn advance an unquali-

There 11 ,..11.-ble lnform•llon that. tl td protnl• e ot conc.u t lona or lhl• 
HIUt r 11 turloua with Dr . !Ua.lma r natura. 
kbac:ht, Jllnlatet> or Jl:eonomic:a. for The Jl'roe.ncb ba~>•e Informed tbtlr 
a.Uowln.J tala thlq to happu. w1th BriUtb pa.rtne.rt tbat tbey appre-­
~ l.tt 0\lt ta the ool4 u I f bt.od that ffiller -.u.alJy will irwtt 
the wu. oon-a.S.tut. in world al· OD aa adY&Dc. ....,.ratlOI tb&t. Bu. 
raJn . A ttw w .. u betoM tbe • la wW M ud.uded hom puddpa­
bom"-be.U of dtvalua.Uon ot U.• tlon In ....,. dtreet or lndJNC:t Wut .. , 
trane explOded, Dr. Sch cill wu In em E\lropea.o Htt.lemenc... Jn otbn 
Parit , but Frtnch tlna nclen re- wonlt, th• French Government be­
r.·alned from lnformln~ hlm what lltVN mue.r•s attaek on the 
wu coming. fl"ranoo.RuNt.n a lliance w111 de·! 

Th• economic dictator of Ge.... velop fu rther. N ow Pula mt.Y b•ve 
many •poke to lbtm a.bout lh• .uo- oootM toward JioiCOW, but the al· 
au at bla te.ht.me for dr-&win,c Uanco 'Will be maintained. 
Euttrn aod Sout.hem Eu.ropo Into The BrtUM Go~mm.ot ai""*Y* 

tbe mMb ot tbe Oermu com.me~ a;;ro...s It Wb.el'l the late Loutal 
d al I'Yfl.am. " ' enn bt.W. f ortb on &rtbou nnt tlroatlltd U1e ..abJect 
lh t ubr...ct of Hltlt , •o plan •• . .. In London before lnlt Lt.un1 neco-

.,. ..... tlatlone with Joaeph 8ta1Jn a.od 
dtrt.ake conquet t of the Vkraint apJn when .Pie,-,.. lA"-1• before 
provided w .. tem powen eon.aenled •lt nlnJ" the treat)'. f t.ve nouce to 
to buy peaee tor thtmt~lvu at tha the P'ortlrn Office htrt. But the 
price of leavlnr Otrmuy a t ree advleo liven to the P'renc.h Oov­
ha.M e!Mwhere. Tbt..n. Ulte a. cla p tmment t. to ahow tlrmneN toward 
of thundu eame the ~ch 4ed- liMCOw . aftd tbe Cerm.u m.aoa.Uo 

•ion to lower egfte:oey. a.ccom- •n wtU be dt-luted btlore. lt. 1 

p&nlecl by Amertea.a &Del Britl&b belfln-. 
prom-. of t t.rocll" .upport tor LQ.. 'The BriU..b Ooftro.me.ot lt d .. 
terna Uon&l at:abUtaaUon. IIJ btM with t.be a ttitude tat.n by 

Dr. 3ehae-ht wu obll.red to con- the ltaU.an• . and hoi" I• upr~ 
f t .. t o Hltlt r hit ltnorance o f thlt that a bettu atmo• phere will now 
momtntoua move. Tben ca.me the prev.-11, permJtUn.r •tlllamant or 
blow of wh.at Otrmans ti..cdbe u the MedJterran ea.n ru·oblt m, It I.e 
tbe IW.la.n " belra')'al," followed b)' •l&nlrlea.nt that the Jrorelrn Otfle• 
• IP. ot 1ha btH.k·up or t.he taboo here dcmiH knowl~re of a..n lntuut­
rlou.abo coAiti"'Ucttd IY• WD or ba.ttu I td rial& l!r the Tul'klah Prw~Uer. 
a.crum• nta wltb U:le Balka.D Stat-. wtth m.1Uta.J7 a.oa O&ftl u:perc... to 
lmportall.t to O• nn.!lay 'Dicau. ot Londoa. u lh1l bad ta.kt.a pl&cl, 

U.tlr aancuttllral ~ Aa.a l•IWU rclat._ mil'bt hut: 

BJ\Itr 'lOW IDu.tl decide wbet.ber come ucdtr a DIW dnd. 

the mark lball r.mate ln •plendJd 
ltola.Uon. proudly malotalniDC" a. 
fleUUoua value far above the tnut 
level lndlca t.cl b)' the 4LM.at.rotat 
t l tatt or t.be Oerman U'ade b&laoce. 
or capltulat• to "democratic" p.-... 
•urt: Uld b ri.D.I' t.be t.\ltftiDC7 w1.tb • 
nt.eb dow. f'roal the pNMt~.t an....,.. 
nnta.bl7 b1Cb ...,.,, dtet.roYbac the 
can:tul :t)* nurt.u,_. ta.Jtb of t.be 0... 
man people Ia. their abDJ~ to eJdl.t 
ln4e,.....tc tl7 from l.be r.t ot tbe 
WOt'l4 . 

IC:a:perU of the 8 rttllh Govern~ 

Regraded Unclassified 
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develop eo rapidly after we bad done ~hie thing.• 

Mr. Malle~ remarked, 1 It has been very exciting to watch. ' ur. Uorgenthau said, 1The moat exciting thing sinoe I ' ve been 
here and I really am tremendously pleased with the whole thing. 
I have no business to say this , but I am going to say 1t. I 
am not in t he diplomatic field, but I personally reel that thie kept Japan from going into Chi.na. That's f1IY own teel1.ng. • Bewley said, 1 Yee. 1 

Continuing, the Secretary said, •Japan t hought that this 
was the t1me beoauee they thought there would be t his revolu­
tion in Franoe. And while everyuo~ was worried over there , this was the time to JWIIJ> on China. I am purely out ot 1113 
field, but I believe that was what made Japan back down and 
she bas backed down. And if we had had that and the Ruse1ane and all the rest, we would all have been in a mess. And I 
personally believe that what we have done bas prevented us from 
havi ng a world conflagration. I am out of 1113 field , but every­
thing looked as though Japan was picking the time and that Franoe would blow up. This has oaught her unaware as it oaught Germany, 
and this t hing has steadied GertlB.DS' and Japan is not going t o JWIIJ> on China because, it she does, everybody hae time to look 
at her.• Mr. Bewley said, 1 I think tha~ ' s right.• And Mallet said, "I think i t is very l i kely . I have not seen much news 
from Chi.na the last few days.• ur. Uorgenthau informed him, 1It 1 e all good news. I have been the only one around here who sai d for the past week that Japan would back down a.nd she has. 
we strained a point or two here with China over the last week.• 

Bewley asked, 1 Ie t he Chinese scheme in taot going satie­tactorily71 Mr. Morgenthau answered, "Going beautifully.• Mr. 
Mallet inquired, •Ie the extension to the south going all r1ght7• Wr. Morgenthau replied, "Beautiful. Beautiful. The thing there 
baa gone forward Just ae rapidly and ae well ae th18 thing baa in Europe and they are making tremendous strides. Tremendoue 
etr1des. And I am doing everything I oan to help t hem. 1 Bnle7 sa!d, "I am sure we appreciate that.• And Mallet added, •we 
have a common interest . • Mr. Bewley said, •certainly we have the strongest possible oommon interest.• 

The Seoretary then eaid, 'It the President will let me 
ta.lk more - I am very 1nd1eoreeto now - - I would like to talk, 
bu~ if we had not pulled tb18 thing ott, we would have bad a Japaneee-Chineee war and everythi ng elee would have piled in on it and I think this is the only thing that stopped 1t. And our 
interests are tar more i .arportant on what happens out t here. • Mr . Mallet sai d, "Our intereete in China are very , very big. • H. M. Jr. 
a aid, •I may eay, like the cat that swallowed the canary, I P 
very pleased. • 

Regraded Unclassified 
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Ae they were exchanging good-byee, Bewley aaked ~lar a 
question. And Kr. Bewl87 eaid to the Secretar.y, "I wae &¥k­
ing it there ie a written agreeaent between you and China. • 
The Secretary laughingly replied, •come 1n next week and we 
win ha.,e a tallt. Nobod;r ltnowa!• Continuing 1n h1e taoet1otUI 
tone, the Secretarr ea1d, "I don 't ltnow bow aany people ha.,e 
been abot trying to t1nd out! I will eea 1! I oan gat a 
clearance to talk. • 

Regraded Unclassified 
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Proposed t e rme ot state-nt are ae 

follows. 

Arrangements tor tecbnical oooparation 

with 1110nata17 authoritiea in Dn1ted Btetea llaYe 

now been completed and a new regulation ia beiDa 

publ1abe4 by Secreur;r o1' United Statea Treaaur;r 

wbicb will enable aold t o be obtained in Oni ted 

States in exobanp tor 4ollara b7 &n7 countr;r which 

giYea reci procal tac ilitiaa t o United Btatea. Hie 

Maj t atT'• OoYernment baYe arranged tor euob 

tac1l1tiea t o be attorde4 in London t o Un1 t.e4 Stetea 

autbor1t1ea. 'l'hia de¥ t o day wor lcina arranae•nt 

should areatl7 tac1l1 tate technical opera tiona ot 

exohanae oontrol J sia1lar arrangement• haYe been 

-de w1 tb Bank ot Franca ao aa to proYida etteot1Ya 

cooperation between the three centrea. 
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ST. PAUL.··PaESIJENT IOOSEYILT ~ICZHT . RADE HIS ritST liD or TMI 

CA"PAUN rot THE AQJCULTUIAL •on:, CITII" IDilriTS TO TilE rAtfCD 

FlO" HIS IIC:JPIOCAL TIAN POLleY All TH IECUT MOH rot ITAIILIIATIC* 

OF r OIEICN ElC:HAN"• 

KE C:ITtl THE N~IIIt or TJU: ~OIIITIY'S rOIIICZI TIAJE II NPUSSIOI 

!EllS, IEC:ALLED ~OANS TO rotEJCZI IATI~S All THEN TUIKEI TO TIE PACTS 

-rHAT HAlE llEN MAlt VJTN t• roRIICN COUITIJES rot NUTUAL TJAN AIVAI-

na.• 
OISERV!ICZ THAT IEC:IETAIT lULL MAl SPOKEN II BJMII~A •CLEAILT All 

IIN[QUJVOCAUY• II ~llall TO TIIOSl ACIUNDU, ~· IOOSIVILT 

AilED TNAT •Hi POJifTEI 0111" TO YOU THE CJIAPTII AD ftlSE or Til STATIST· 

!CAL lEC:OID .IHIC:H SHOWS IKAT THESE ACiltNIIfTS IAYI AC:C:OBPLIJKED 

TO IIC:lEUE THE TillE All IIICOIIE MOT M.Y or THE INDUIDIAL IOIKEIS 

IUT or THE rAIKIIS or THE IATIOI.• 

•IT VAS lOT A QUISTJOI or VIIIIUNt; 01 LOSJICZ AllY Tl~n,• HE SAil. 

"'fUTUAL AIW.IfTACZI liAS lED THE SIICCISSFUL OJJJ:CTIYII ANI OU EIPOlTS 

~INCZ THE FllST IIALF or TNIS TEAl, AS COIIPAIID lfiTII LAST TEAl, IIAYI 

DICIEASED IY IUa,eoo,oeo. • 

· so/~-raar. 
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LONJX>N OOil JONFS - October 9, 1936. 

LONDON FOKE I GN EXCHANGE MARKET OPENED q 
FAIRLY ACTIVE WITH FORE IGN CURRENC IES 1N 

DEMAND ~UT LATER THE TENDENCY REVERSED IN 

FAVO~ OF STERLING AND THE MARKET BECAME LESS 

ACTIVE - THERE WAS NO SIGN OF INTERVENTION 

~() 

~y ANY OF THE CONTROLS AND CURRENC I ES WERE 

~E~NG LEFT TO FINO THEIR OWN LEVELS - IM­

PROVEMENT IN STERLING IS BEL I EVED TO BE DUE 

MAINLY TO UNCERTAINTIES ARISING OUT OF MOSSOW-S 

THREAT TO INTERVENE IN SPAIN WHICH TEMPO­

RARILY RESTRICTED REPATRIATION OF BALANCES 

TO EUROPE -DISCOUNT ON THREE MONTHS PARIS 

WAS 5-16 TO 9- 16 FRANC AND AMSTERDAM 10 1-2 

TO 12 1-2 DUTCH CENTS 
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mlli u .. rnr I R.E. S - Oc:ob, r .•, 19: s. ~.;; 

( 

PAllS,--TJI lAIII OJ liAICI TOlAY LOHUJ TU - IATI ,._ I 

- --
10 a 1/3 PEl. CPT • 

PAIU.--POLICI, ACTIH 011 UIDn' co•u.aJIT OIJI1~1 IRPT 10H 

• UAJQIAITtaS Of Til fASCIST SOCIAL PUTT OYU Til IITIU CIIIATU 

MUS AIU TOlAY. 

IYIIT PIICAITJ .. IAI TAIKI TO CIAAJ ACAIMST LEAKA~E OF INfOihATJOI 

I!CAIJIIC TKE IAIJI TO Til fASCISTS, 

IAIJIHC SCUIUI JISCIMJ 011 IIIAJQIUTDI or Til OICAIIIZATIOI ALL 

OJII PAllS SlhiLTAIIIOYSLY. 

OFFICIALS or Till U:IIIl KPAIDIIIIT PIOSICIITIIII OffiCI KCAII A lAITY 

.,. TJIOIOIICI IIAICII or MiltS AIIJ FlU CAJIIIITS Alit . Sll~J ALL JOCihiWU 

fiOfi T111 hATDlAt. U:IZU1 Till PIOiiCITOII1 aCTIIIC Ill tEIALf or 

PUhlll Jl.'"~S LiFT WIMC COAUTI .. IO'YlliMEIIT1 UPICTiJ ~ PIOft 

11AT TJii raaicll SOCIAL PUTT II TJCE OU CIOII Jl n1 OIGAMIZATIOII OF 

CIIL. Jl LA IOQ. Ill JUCIIU:. 

LA IOQII'I JIOhl IAI ahOIIC TIIOU: IADIJ. 

Ill ALL ni~ll HU: M IAIJS1 POLICI SAJJi, UICLYJINC Till PAITT 

.. IAL DAMYAITDI AIIJ Till llaJQIMITDI or TU PUTT'S IPOIT 

IDCJITT. 
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DOW JONES - October 91 l93G . 

FRENCH DECREE ON SECURITY TRADES -

P ARIS -THE GOVER NMENT HAS ISSUED A DECREE 

WHICH COMPELS BROKERS TO REPORT THE NAMES AD­

DRESSES AND DETAILS OF PURCHASES OF ALL 

CLI ENTS TAKEN UP AT THE LAST SETTLEMENT OF 

SHA RES ~OUGHT FO~ FORWARD DEL IVERY 

50 PC 

0 TAX 

THE DEVALUATION LAW IMPOSES A 

ON NET PROFITS RESULT I NG FROM THE LIOUIDA-

~ T lON OF FORWARD OPERATIONS CONTRACTED BETWEEN 
<&> 

SEPT 2 1 AND SEPT 26 IN ALL SECUR ITI ES LISTED ON 

~ THI:. BOURSE EXCEPT RENTES UNLESS OPERATIONS 

C O~R ESPOND TO COMMERC IAL REQUIREMENTS 

QC\ 9 ~ AOD FRENCH DECREE ON SECURITY TR ADES 

PAR IS- IT WAS SUPPOSED THAT BY TAKING UP 

SHA RES BUYERS WOULD ESCAPE THE TAX AND THERE­

FO~E AT SETTLEMENT LARGE BLOCKS WERE ~AKEN UP 

SO THAT OFFICI AL FIGURES SHOWED THE LONG POS I­

TION HA D INCREASED ONLY 20 P C OVER THE MONTHEND 

THE DECREE OF WHICH THERE WERE RUMORS 

YESTERDAY WHICH DISTURBED THE BOURSE IS LIKELY 

TO BE A RUDE JAR TO SPECULATORS WHO PRESUMABLY 

NOW ~RE REQUIRED TO PROV E pOSIT I ONS LIQUID ATED 

wERE CONTRACTED BEFORE SEPTEMB ER 21 OR NO PROF IT 

WAS REALIZED AT LIQUIDATI ON 
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GDil.\IA - 0011 JOI\l'S - October 9, 19:16. 

l-{. '"" \ -' . 
(JCT 9 1936 

LEAGUE RESOLUTIONS ON RECOVERY 

GENEVA -UP- THE LEAGUE OF NATIONS ECONOM I C 

COMMISSION ADOPTED FOUR RESOL UTI ONS WHICH IT 

FOKWARDED TO THE LEAGUE ASSEMBLY IN AN EFFORT 

TO SPEED UP WORLD ECONOM I C RECOVERY - THE 

FOUR WERE-

I - A FRANCO-BRITISH RESOLUTION ENDORSING 

TH t THREE-POWER DECLARATION OF SEPT 26 

ASSERTING THAT ECONOMIC RECOVERY WILL REINFORCE 

PEACE AND RECOMMENDING ALL NATIONS REDUCE EX­

CESS I VE TRADE BARRIERS ESPEC I ALLY IMPORT OUOTAS 

AND EXCHANGE CONTROL 

2- A BRITISH RESOLUTION LAUNCH ING A LEAGUE 

INQUIRY INTO THE QUESTION OF -EQUAL COMMERCIAL 

ACCESS FOR ALL NATIONS TO CERTAIN RAW MATER­

IALS-

3 - A POLISH RESOLUTION STRESSING THE 

IMPORTANCE OF EMIGRATION IN ECONOMIC RECOVERY 

4- A FRENCH RESOLUTION FOR A LEAGUE INQUIRY 

I NTO THE FISC AL FRAUD OF DOUBLE TAXAT ION 

-0-
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A US!' RIA lXJW JOI\1'5 - October 9, 1956. 

)1. S \ OCT 9 19:10 
F INANCE MINISTER DRAXLER OF AUSTRIA SAYS 

THAT COUNTRY IS DETERM I NED NOT TO DEVALUE 

TH~ SCHILLING DECLARING AUSTRIA-SLOW 

STANDARD OF LIVING WOULD MAKE IT IMPOSSIBLE 

FOK HER TO STAND A RISE IN PR ICES WH ICH MUST 

FOLLOW DEVALUAT I ON ACCORDING TO REUTERS 

VIENNA DISPATCH 

362 
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0011 J ONJoS - October 9, 19:16. 

..-< ~ \~ ..;- I 
\)\o' ITALY FIXES GOLD PR I CE,Io.t j y 

~ROME-UP- THE BANK OF ITALY F IXED THE PR ICE .. 
OF FINE GOLD AT 2 1 1jll LIRE PER GRAM - THE 

1.-¥\1 
ACTION WAS IN LINE WITH RECENT DEVALUATION OF 

THE ITALIAN UNIT • 
FIGURE IN SECOND L INE SHOULD READ 21 

381-1000 

-o-
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PRAGU'F DO" JONES Oct ober 9, 19~6 . 

~ 
,?-_~ -~~ CZECHOSLAVAKIA DEVALUES 16 PC -PRAGUE - THE GOVERNMENT HAS FIXED THE GOLD 

CONTENT OF THE CROWN AT 31 31 MILLIGRAMS 

REPRESENTING A DEVALUATION OF 16 PC ACCORDING 

TO REUTERS 

-0-

NATIONAL SANK OF CZECHOSLOVAKI A ~l· 
~RAGUE-UP- STATEMENT FOR WEEK ENDED OCT 7 

SHOWED GOLD STOCK OF 2 593 200 000 CROWNS VS 

2 594 500 000 A WEEK EARL IER - NOTE CIRCULATION 

DROPPED FROM 5 742 300 000 TO 5 705 300 000 

CROWNS/ OCT 9 \936 
-o-
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AJISTEP.DAII 00'11 JONfS - October 9 , 19:16. 

UUI~n ~A~Unt UU I . c~ 

{AMSTERDAM- DUTCH GOVERNMENT CONTEMPLATES 

INTRODUCTION 0~ EXTRAORD INARY EXPORT DUT I ES 

ON DUTCH- INDIAN PRODUCTS PROBABLY COMBINED WITH 

A REDUCTION IN CERTAIN IMPORT DUT IES/ / I I 
r v:J· ' -0-

3o5 
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October 10, 1936 

Just before ten o'clock this morning the Secretary 
spoke to Cochran. Copy o! tbe1; · convereat1on !ollowe: 

366 ...... 

• 
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Operator: 

B.M. Jr: 

Cochran: 

B. III . Jr : 

C: 

B.K.Jr: 

C: 

H.!l. Jr: 

C: 

fi.I.I.Jr: 

C: 

B.M.Jr: 

C: 

B. ll.Jr : 

C: 

B.M.Jr: 

C: 

B.li.Jr: 

C: 

B. H. Jr: 

0 

Hello? 

Hello? Hello? 

Bello? 

Cochran? 

Yes, Mr. lilorgenthau. 

How are you? 

All right. Thank you. 

October 10, 1936 
9 : 3 7 a . m. 

Cochran, the British are coming in here in another 
20 minut es . 

Yes. 

And the statement that they gave me is accept able to 
us. Bello? 

Yes . 

But I ' d like you to wait about an hour before you 
say anything to the French. 

I see . 

Now let ' s see - it's ten - it 1 s - what ' s that, f ive 
o ' clock? It ' s twenty minutes of - what time is it 
in your place? 

Twenty minutes to three . 

What ' s that? Hello? 

Bello? 

Wh&t time is i t? 

Twenty minutes to three. 

Well , I wouldn ' t say anything t o them until four 
o ' clock. 

I see. 

367 

But by four o 'clock, you tell them. I mean I want to 
give them -
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C: 

B.N.Jr: 

C: 

B.M.Jr: 

Operator: 

B.M.Jr: 

Opera t or : 

Outside 
Oper 11tor : 

B.M.Jr: 
Outside 
Operator: 

H.M. Jr : 

Operator : 

H.M.Jr: 

C: 

H. ll.Jr: 

C: 

B.li.Jr: 

C: 

B. N.Jr: 

C: 

H.lol. Jr : 

C: 

368 
- 2-

Tell them that it has been settled? 

You tell them that everything over here is settled . 
Hello? 

Is this the British one telephoned t o Paris last 
night? · 

Wait a minute . There's something wrong with this. 
Wait a minute - hold on. 

Operat or . 

Tell them this circuit is not satisfactory. 

Not satisfactory - all right. 

(Pause) 

Privacy is not on this circuit. 

No privacy? 

No privacy. 

All right . Thank you. 

Go ahead please. 

Hello? 

Hello, :!lr . Morgenthau. 

Now, Cochran, we have no privacy on this telephone 
so I ' ll be very careful. 

Yes - all right. 

Now I can bear you ver y well . 

Yes . 
Our friends have come in; they' ve given me the docu­
ment they' re going to give out; and we 've studied 
it. It ' s entirely satisfactory. 

I see. 

Hello? 

Yes. 
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B.W.Jr: 

C: 

H.ll . Jr: 

C: 

B.W.Jr: 

C: 

H.W.Jr: 

C: 

B.Y. Jr : 

C: 

H.K.Jr: 

C: 

B. K. Jr: 

C: 

B.K. Jr: 

C: 

B.ll .Jr: 

C: 

B.ll.Jr: 

C: 

B.W.Jr: 

- 3 -

They ' re sitting outside of m.y room. now, a.nd I'• 
going to tell them that everything is set for the 
time which I said - which - you know what time . 

Yes - I - I know the hour . 

369 

And I ' m going to ask them please to be very care­
ful to see that this does not get out in advance, 
and I ' d like you to tell your f r iends t here in Paris 
the same thing. 

Is the copy which you received ide.ntical with the 
one which I read you? 

I haven' t had time to compare it but, wait a minute -

Well, I - I can - hello? 

We haven' t had a chance to, but-

Well, my - my friends here received a copy by mail -

Yes. 

- this morning, and they said it was identical with 
the t elephoned version. 

Well , then I guess it was the same. 

And they have made a translation her e , both of it -

Yes . 

- of your docUDient -

Yes. 

- and of their short stat ement. 

Are you going t o send us a copy of the translation? 

I - I have the copies now and I found two or three 
corrections, which I am going to get i n touch with 
my fri end t his afternoon -

And -

- and call to his attention • 

_ And you have - the mistake 1n the English one 
was, it should read •Secret ary of the Treasury of 
tbe United St a tes. 1 
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C: 

H.I4 .Jr: 

C: 

B. li.Jr : 

C: 

H.M.Jr : 

C: 

H. ll . Jr: 

C: 

B.M. Jr: 

C: 

B. ll.Jr: 

C: 

H.U: .Jr : 

C: 

B.K.Jr: 

C: 

B.K.Jr: 

C: 

a.w . .rr : 

0 C: 

- 4 - 370 

I mean not - not use United Stat es as an ad jective . 

Vlell, t hey - they - as I have it, they said, •Sec­
retary of United States Treasury. ' 

Yes, Secret ary of the Treasury. 

It should be Secr etary of the Treasury of the United 
St a tes . 

Yes; yes . 

Secre t ary - it should read •secret ary of the Treasury 
of the United Stat es .• 

All right . I' ll - I'll watch that . 

Will you tell him that, please. 

Yes; :yes . 

Otherwise it' s all right. We 1ve been over i t ver:y 
carefully. Now you know the time on Monday? 

Yes - I - I know the time and I ' ll use- I ' ll see 
if the French translat ion of the t ext as received 
from London is corr ect. 

Par don me? 

I sa:y - I ' m - I 'm going to get them this afternoon, 
and show them o:1e or two errors 1n their transla­
tion. 

Right . And then- but tell them again- l et ' s see 
if we can do t his thing and hold 1t unt11 the proper 
time on Monday. 

I see - Just - just as we did before -

Yes . 

- Keep it absolutely quiet. 

That ' s right. 

All right. 

And the - things here ar e very Quiet,financi a lly 
everything 1 s quiet. 

Yes. It ' s quie1. here this morning. 
exciting. 
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B. M.Jr: 

C: 

H. J.I .Jr: 

C: 

H.M . Jr: 

C: 

B.K.Jr : 

C: 

B. M.Jr : 

C: 

B. II .Jr: 

C: 

B.M.Jr: 

C: 

B.M.Jr: 

C: 

R.N:.Jr: 

C: 

B.ll.Jr : 

C: 

( B.M. Jr: 

- 5 -
371 

The papers her e play up thi:~ Spanish thing tremen­
dously . 

Yes . But here t here wasn' t quite so much about it. 

Yes . 

They 're having some Communist meetings down in 
Alsace-Lorraine t omorrow, -

Yes . 

- which worry them a l i t tle bit -

Yes . 

- and these regulations in regard to taxing profits 
from alleged specula tion -

Yes. 

- ar e being criticized pretty sharply by the f inan­
cial papers. 

I see. 

But there ' s nothing exciting. The - the stock market 
has - has slumped a little bit -

Yes . 

- but their recovery was so quick that you couldn' t 
expect it t o stay up very well . 

Yes . Well , then you' re going on up t o Basle and 
you' ll be back Monday? 

No, I - I would leave there Monday night. I will be 
here at seven o ' clock Tuesday morning. 

That's all right. 

Well , but I ' ll - I ' ll see that everything is O. K. 
on this. 

All right . 

The only t hing i s the transla t ion -

All right. 
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C: 

B.Jl.Jr : 

C: 

B.M.Jr: 

C: 

H. ll.Jr: 

C: 

B.M.Jr: 

C: 

H. ll. Jr: 

C: 

B.li.Jr: 

C: 

H. M.Jr: 

C: 

B. II.Jr: 

C: 

B.M.Jr: 

C: 

H.ll.Jr : 

C: 

( R.M.Jr : 

- 6 -

- and I ' 11 - I ' ll go over and see Baumgartner right 
away on - on that . 

Right. 

And you have my addr ess there. If you wanted me to 
phone -

Yes. 

372 

- any of these people, I can get them in ten minutes 
from Basle. 

All right . Thank you. 

Fine. And so I ' ll send it- the t elegr am on Tuesday 
giving any gossip from down there. 

That's right . 

And I wanted to e.xplain about the little delay in this 
letter, you know, which you want. 

Yes . 

I had one stenographer - I 1 ve had him four years and 
a half - a nd he quit Just at the height of this thing 
and went back to the sta t es . 

For Pat 1 s sake 1 

And so I t ook a code cl erk as a replacement -

Yes . 

- until now, and two of the code clerks have been 
sick from overwork. 

I see. 

So it sort of ruined the s taff, but I ' ll got it out. 

Yes, because I 'd like very much to have it. 

Surely - surely . 

All right . 

All right. TheL· I'll - I' ll l et you he&r from me 
Tuesday then. 

Thank you. 
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All right, sir . 

Goodbye. 

Goodbye. 

- 7-
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Bewle7 and Mallet caae 1n and the Secretary aa1d to thea 

'OUr people baTe been oYer this thlng very oaretull,y and th&J'' 

hATe no euggeet1ona to make, eo I tb.lnk we are all set. we 

would like to keep the th1ng eeoret until 4:00 o'clock Mon~.· 

Mallet ea1d, tree. g: oo o 1olook London. we telegraphed that.• 

The Secretary then sa!d, •we cautioned Cochran to oaut1on 

the French to treat 1t secretly, but I am afraid when all the 

central banke get together 1n Balsa tomorrow, I am a little 

f eart'ul. Tbq haTe th1a monthl,y •eetlng tomorrow 1n Bale e. • 

Mr. Mallet asked, 1 How many ot the• know ~thing about it?• 

And Mr. Korgenthau replied, 'The only one t hat knows anything 

about 1t ie Cochran. • Bewley aaid, 'Norman •uet, of oourae, 

know it.• Kr. KorgenthAu t hen eaid, 'Just thoee three,• Kr. 

Kallet asked, 1 Doea Cochran go to Balae7 1 Kr. Korgentbau 

anawered, 1 He goes there 1n an informal capacity. He ueed to 

be Consul there. He baa been doing it for about 5 years. 

He piolta up a lot of etutf there too. Tiley have a grand gossip 

teet.• Mr. Mallet ea1d, 1Yea, a Yery good opportunity. • And 

Kr. Korgenthau ea1d, 1 0h, yee, they alw~e have a grand goeeip 

teet. • 

Mr. Mallet then inquired, 'Then we can telegraph tbat 

everyth.1ng ie 1n ordert We telegraphed already the moment or 

the release. 1 Mr. Morgenthau said, ' Yea. And, ae I understand 

it, when I g1ve out m1ne, I will also g1ve out this or is t hat 

not neoeaeary - Just give out ouref 1 Bewley eaid, 'I don'~ 

th1nlt that 1 1 neoeeeary. • Mr. Mallet ea1d, ' You can ea;y a e1a­

ilar statement 11 being 1Seued at thU moment by the Brit18h 

OoYernment 1n London, but there i s no harlll. But by all aeane 

eay a a1ailar one 1a being ieeued 1n LOndon. 1 Kr. Korgenthau 

reurlted, 1 Th&J' w1ll piolt 1t up over there . Those thing• come 

aoroea Tar,. fast . Tb1nga are very quiet. I'• yery ~mch 

pleaaed- etarling 1a 4.go ~/4. 1 Mallet said, 10h, ie it? 1 

Mr. llorgenthau then said, 1 I th1nk they are pla;ylng up 

th1a Spania.h thing here much more than they eeem to do abroad. 

Thq are not eo •uoh d1aturbed oyer there 1n Paris aa our 

people are here, according to Cochran. 1 Mallet said, 'I thoueht 

it was a 11ttle b1t 1nol1ned to be a newepaper stunt.• Kr. 

Morganthau sa1d, 'Attar all, 1t th~ were going to do anything, 

with theee people about to tall, 1t's pretty late to get ex­

cited.• Mr. Bewley agreed, sa,y1ng, 1 I t'• too late 1n the da3. 1 

And llr. Mallet eald, • I th1nlt 1t ie tor internal oonswaption 1n 

Ru .. ia. Thq don't want the c-unlat. party to 883 thq han 

done noth1na. • Mr. Korgentbau aaid, 1AnJ'bod.J who had a dip­

laaat1o ott1oe 1n Liabon •uet have ltnown what wae going on. The7 

tell •• aYer,.bod¥ oan aee it. I can't get excited about it, 

because we feel thoae thlnga ao taat thrOugh the toreigo ex­

change urltat. You t eal tboae th1nga. 1 Mal» t aske~, ' There 

baa been no ~d reaotionf1 Mr. lloreenthau replied, Ilona at 

all. • 
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'I th1nk 1t we make this move now and then we wtll eee 
what the next one is. I haven't thought it through- I am 
Just throwing this out. There undoubtedly will be other 
countries who will come and say, We would like t he eame arrange­
~ent. Whether we should do it together or separately - I 
haven 11. thought that through. You gentlemen lllgllt be th1nk-
ing of that. 883 th18 comes out in TUeada.Y morning's papers 
and Belgium eays , we want to get in on this . Do we do tt to­
esther or separately? Bewley sai d , •we might put that up to 
London. • Mallet added, 1And &83 1t 111 p&BB1ng through your 
mi nd, 1:t you will allow us to 183 that. • 

xr. Lochhead eatd, 'I t hink Belgium 1a t he last one that 
1a still covered by your old gold regulations, Kr. Korgenthau. 
Take Holland or 8w1t~erland, 1 Kr. Korgenthau agreed, saying, 
'You're right. Let' a take Sweden or Morw83 who have been 
ni bbling t or the last three to elx months with us.• Bewley 
said, ' You might put it up to London. I think the amounts 
they wculd want are small. They could always get 1t on the 
open market 1n London.• cont1nu1ng, the Secretary said, 1 They 
have taUe d to us 1n the last elx months. We have done 
nothing. • 

Bewley said, 1 I am pretty vague about Norwa.Y and Sweden, 
but haven't they a loose connection with sterling alreadyl 1 

Kr. Korgenthau answered, •sweden had dollar balanoee here end 
t hey wanted to convert them into gold, Suppose they want to 

do it in France. They are all right ae tar as you are con­
cerned, but this ie something new tor us. I am Just throwlng 
it out , it 1en't very big- I am Jus t wondering. Supposlng 
Tuesday or Wednesday, Sweden eaye , We have about 5 or 10 
m1111on dollars here and we want to convert 1t into gold. Is 
1t all rlghtl Should we Just go ahead and add them to the 11et?· 
Lochhead explained, ' They oouldn 1 t be added to that liet be­
cause they haven't a stab111zat1on fund.• 

To Kr. Bewley and Kr. Mallet, the Secretary eald, 'Forget 
1t tar the moment. I wouldn't eend 1t because we haven't 
thought 1t out. Don' t let ' s complicate 1t. 1 Mallet said, •we 
will say nothing about 1t. 1 Kr. Kargenthau, oontinulng, eald, 
'Because they m.lght attach more e1gn1t1oance to 1t. But , 1! any 
country comes in and wants 1t, I will talk to you tlret. Mallet 
said, 1 That 1 e perteotly all r1gh1., 1 And Kr. Korgentbau said, 
• It you want to send that baolt, that ' • all right. 1 

Mall et inquired, •Are the Italians Ultely t o? ' Kr. 

Worgen thau answered, 1 There you are. But before we do 1t tor 
any other country, we will dieouea it here lntormally.' Bewley 
eald ' That '• very eatutaotory. • The Secretary eatd, •aut if 
eome'other country comes in, we will talk to you first.• And 
Kr. Walle t eaid, •we mlgllt. t.ell the Br1t1ah that. 1 Kr. lforgen­
theu then aa1d,•Beoauee we have aometblng here and before we 
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give it up we a1ght aake the beet uae ot it.• Bewley agreed, 
eay1ng, "Oh, oertainly.• 

The Seoretary then eaid, 1Aa tar ae we are oonoerned, our 
only objective ie general recovery 1n the world. We will take 
our chanoea on getting our share . • Mr. Mallet eal.d to the 
Seoretary, 1 It ia a great thl..ng to t1nd you teldng euch an 
active part. Great encourageaant tor all ot ua. Enoraoua 
e.ncourageaent tor ua 1n Europe. • Mr. llorgentb&u replied, and 
aaid, 1 Th1a whole buai.neaa, aa I aea the picture today, all 
theee thinge -- it doean't aeea t hat anybody learned anything 
out ot the World War. I think we have eoaething now that'• 
going to help . • 

Mr. Taylor then said, •one other thing that doeen't have 
anything to do with thia aituation at all - we get a lot ot 
ailenoe out ot South Allerioa and I juat wonder 1! you could 
paaa on to ua any reeling that you get. It ian't terribly 
iaportant but, ot course, there ia a a1lance and it you have 
any reaction ••• • • Mr. Bewley interrupted and said, 1About 
what7 1 Mr. Taylor answered, and aaid, 'About thia aonetary 
situation. But they are liable to be delibarate and we get 
praotioally noth ing. 1 llallet said, 1 I have heard nothing. • 
And Bewley said, •we have heard absolutely nothing at all.• 
Mr. Taylor said, 1 There is no ruah about it but it would be 
interesting to us to know what that situation ia there.• llr. 
Bewley said, •we will be very glad to paaa on anything we have 
got.• llr. llallet added, 1 I have beard absolutelY nothing eo 
tar. • 
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PARTIAL Pt.ltAPBRASS OP' TELIGIU.It ~:&IV:tD 

rRO»: American Embaaay, Perla, P'rance 

DATE: October 10, 1936, 1 p . m. 

110.: 985 

FROU COCIIRJJf. 

I 3 77 

French financial preaa continues to critic ise 

P'ranoe' e 1ertalaUon and r"lgu1at1ona againat al1e&ed 

hoarder s and apeculatora, it being f elt that auch meaaurea 

are tending to prevent reflux of French capital. Soae 

concern continues to be felt oYer internal political 

situation, particularly in connection with co-.uniat 

meet1nga. 

I talked to cariguel , ~ho told me they had a quiet 

morning at the Bank of France. During the morning part 

of hie operation& inYOlYed the purchase of sterling 

needed by a French r ailway to pay off a London loan. 

Approxiaately one million dollar• ~ere acquired ageinet 

trance during the forenoon . 

Tonight I &Ill going to B&ael, where on Sunday and 

Monday the BIS directors will meet; on Tuead&y I will 

sand ay next telegram. 
BULLIT'f . 

U:Lll'l 
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SECrEtary of StatE 

Washington 

OctobEr 10, 11 a . m. 

GRAY 

Ban bay 

DatEd 

REc 1 d 

• 

OctobEr 10, 

2:20 a .m. 

FOR THE SECRETARY OF T!m TR&ASORY. 

1 78 

1936 

WEEk opEnEd with siliEr at rupEE 49- 12 pEr 100 tola& 

and gradually a~vanctd to 50- 3 in consonancE with apprE­

ciation of thE dol lar a!ld atEadiEr advicEs from London but 

closEd at 49- 15( Stock on hand Es timatEd at about 

115 , 000 bars and daily avEragE off takE a bout 50 bars , 

A shipmEnt from London rEportEd valuEd at 260, 000 pounds , 

WEEk ' s i mports about 475 bars . 

In sympathy with dollar gold opEnEd at rupEES 34- 14 

pEr tola, touchEd 35-3-3 but closEd at 35-2- 3 . 

KLP 
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SECREI' ARl HULL 00'11 J ON} S - Oetober 10, 1936. 

HU LL COMMENTS ON LEAGUE ACT I ON I o. c; I 
WASH N- SECY OF ST AT E HULL TOLD H IS 

PRESS CON~ERENCE THIS MORNING THAT HE WAS 

GRATIF IED WITH ACTION OF NATIONS REPRESENTED 

AT GENEVA IN THE IR ACT IVI TIES TOWARDS 

RESTORATION OF ECONOMIC ACTIVITY -HE SAID 

THeRE IS A GREATER MOMENTUM IN THAT DIRECTION 

AT THIS TIME THAN AT ANY TIME WITHIN HIS 

MEMORY ""9£61 0 I l:>O 
-o-
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DOW JOt\tS - October 10, 1956 . 38 2 

IO.'f <{ 
FOREIGN EXCHANGES QUIET ~\0 \ l.:l() 

LOCAL FO~EIGN EXCHANGE MARKET IS DULL AND 

STEADY OUE ~OTH TO APPROACH OF THE LONG WEEK 

END AND O~IET CONDITIONS PREVAILING IN LONDON­

PRIVATE CABLE ADVICES FROM LONDON INDICATE THAT 

ACTIVITY IN EXCHANGES THERE IS SMALL WHICH 

IS TAKEN AS A REFLECTION OF BETTER TONE IN 

POLITICAL SITUATION ABROAD THIS MORNING 

STERLING IS STEADY AND ABOUT UNCHANGED -

FRENCH DEMAND FO~ STERLING WHICH WAS A FEATURE 

YESTERDAY AP PARE NTLY HAS DRIED UP AND 

MOVEMENT OF FUNDS IN EITHER DIRECTION 

BETWEEN PARIS AND LONDON SEEMS TO BE AT A 

STANDSTILL 
FRENCH FRANCS ARE A SHADE SOFTER BUT THIS 

IS BELIEVED TO BE THE RESULT OF OFFICIAL OP­

ERATIONS RATHER THAN OF PRIVATE SELL ING OF 

FRANCS - AS COMPARED WITH THE RATE OF 4 67 

CENTS WHICH W~S MAINTAINED FOR THE GREATER 

PART YESTERDAY ONE OF THE CONTROLS IS BELIEV­

ED TO BE READY TO SUPPLY FRANCS AT 4 66 15-16 

cENTS - TRADERS STATE THAT THE cONTROL IS 

NOT ACTIVELY OFFERING FRANCS AT THAT LEVEL 

~UT RATHER IS MEETING ALL DEMAND FREELY-

BUSINESS IS SMALL 

-o-
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U lilTUl 1 'f.ISS 

PUIS.-·COL. FIAieCOU IE LA IOCCUIE, LlADU OF FASCISII Ill TUIIICI, 

OIAIC:J:I TilE SOCIALIST C:O'u.tnfT AIITJIOIITJU JIAJ IITIAJCJ• 1111 AD 

OTHEIS WHIII IIIIICTIJ TOIAT FOI ALLE~LY IEOIC:AW1211C: Til CIOII 11 

JtU, OutLAID FASCIST QOIIJ'. 

IICIIS'1 

AU LA IOCCIUI, PAllS 

•1 TOLl Till JU~ Tlll . llll"IIDI IIAI IIPI IECJIII IIFOU . TD lA US, • 

LA IOCQUE SAil, 011 LlAfiiiC: Til COUI1'11011SI ATTII TU FOIIIAL IIOTifiCATloi 

t11 rn eoutT•s Ac:tlOII. 

II AD 1011 OTID fASCIST LbKII 1IIU lUICTII ArTU P'OLICI lAIII 

IESULTII II CMUc:IS OF ..UtFIIL llOIU.IJATJOII OF TD JA.U Olc:AtllZA­

nOII OPPOSEI IY ,ptiJIIh LlOI a• Alii Ill IOCIAL~IT CAll lET. Till . OTJb 

arDIJAirTS AU .n:A• llhJIOZ, J'LID1 CJIAILIS JAU.l•, c:IOic:E llCII Alii 

PI~LlPI YIIUD, DO APPIUII IIFOII IIAClsnATI IITIILLl OF TU 

SEliE COUIT. 
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GENEVA - DOW JOIJ: S - October 10, 19~6. 

LEAGUE TO ACT ON ECUNOMI C CO~ I SSION 

REPOKT OCT 1 0 1936 
GENEVA-U P- THE LEAGUE ASSEMBLY-5 ECO NOMIC 

COMMISS ION TODAY URGED THE NATIONS TO REMOVE 

I MPORT QUOTAS CONT INUE THE PRESE NT MOVEMENT -TOWARD CURRENCY STABILIZAT ION TO OPEN THE 

CHANNELS FOR A FREER ACCES~TO RAW MATERIALS 

AND TO LIBERALIZ E EXCHANGE CONTROL 

THESE REFORMS WERE RECOMMENDED IN A REPORT 

S IGNED BY REPRESENTATIVES OF 52 NATIONS- THE 

LEAGUE ASSEMBLY SESS I ON OPENED THIS MORNING TO 

ACT ON THE REPO~T 

URGING ABOLITION OF EXCHANGE RESTRICTIONS 

AND FREER ACCESS TO MAT ER IALS IT ADDED 

-THE INFLUX OF FOREIGN CAPITAL AND THE 

RETURN OF HOARDED CAP ITAL WILL LEAD TO CHEAP ER 

MONEY AND LOWERED PRODUCTION COSTS-

-0-

' 
() 

OCT 1 0 1936 ADD LEAGUE 

uENEVA- U p- THE PRESENT MOVEMENT TO FREE 

CURRENCIES IS ADMIRABLE THE REPORT SAID BUT 

ADDEO 
-THE GOVERNMENTS SHOULD NOT CONFINE THEM-

1d4 

SELVES TO THE F I RST MEASURES WHEREBY THEY 
BUT ENTER 

WITH A VI EW 

POLICY-

ACCOMPANIED THE NEW MONETARY LAWS 

NEuDTIATIONS AT THE EARLI EST WOMENT 

TO UVERHAULING THE WHOLE COMMERC IAL 

-0-
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IICNSU8 

SECRETARY MOR,ENTHAU ANNOUNCES FOR ~RNING ,A,IRS THAT THE U. s., 

GREAT IRlTAlN AND fRANC[ TOMORROW WILL '0 ON A •NEW 'OLD STANDARD• 

WHICH WILL ROUT MONEY ~~CULATORS AND AID FURTHER STAIILIZATION OF 

WORLD CURRENCIES, 

THE ME~ AGREEMENT, UNDER WHICH THE THREE NATIONS WILL ,ERMIT AN 

EXCHANGE OF GOLD FOR THE CONVERSION OF PAPER CURRENCIES OF THE INII­

VlDUAL COUNTRIES, WILL OPERATE OM A DAY-To-DAY IASIS, IT NAY It CAN­

CELLED IT ART OF THE PARTICIPANTS ON 2• HO~S NOTICE, 

•IT IS A NE~ GOLD STANDARD, A VAT OF JOING ~USINESS WHICH HAS 

II:VlR ltDI TRIED lEFORt,• NORaNTHAII UIJ. •IN A'RUJI" TO THE PROPOSAL 

~ TOOK INTO CONSIDERATION .FIRST AND ALWAYS OUR INTERNAL ,ROS~RITY. 

•IF, FOR IX~MPLI, Wt FIND THAT THE AGRE~ENT AND ITS OPER~TIONS 

ARE RETARDING RECOVERY, WE'LL SCRA' IT. ENGLAND AND FRANCE HAVE THE 

SANE 'RIVILEGE,• 

THE NEW PLAN, MORGENTHAU SAID, DlFFEIIS FROM THE OLD GOLD 

STANDARD IN THAT IT WILL ,[liMIT THE EXPORT OR EARMARXIN' OF 'OLD ONLY 

TO AND atTVIEN GOVERNMENTS INSTEAD OF ,RIVATE IUSINESS INSTITUTIONS AND 

TRADERS, 
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BATAVIA - DOW JONES - Oc tober 10, 1956 . 

RUBBER EXPORT DUTY RAISED 

~ATAVIA- NETHERLANDS EAST INDIES EXPORT 

DUTY ON NATIVE RUBB ER WI LL BE RAISED TO 52 

GUILDERS PER tOO KILOGRAMS UP I GUILDER 

EFFECTIVE OCTOBER I I ACCORDING TO REUTERS 

-0-
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October 10, 1936 

UEUORAN DOM TO THE PRESIDEIIT : 

The attached l etter allocatin6 ~202 , 700,000 to the 
Works Progress Adminis t r a tion has been prepared for your 
signature at the request of Mr . Oill as set forth in his 
l etter of October 7, 1936 which i s enclosed herewit h . 

You have already allocat ed to that Adminis tration the 
full amount which you indi cated you were willing t o have 
expended prior to December Jl, 1936 . Ur . Oill, however , 
sta• es that this additional amount i s needed t o carry the 
progr am through November, 1936. 

As of September 30th t he latest date for wh ich com­
pl~ te figures are available, the ~orks Progress Adm1ni3tra­
tion had an unexpended bal ance of $467 ~illion , of which 
~282 million was unobliga ted . At the present time, 
obli gations are being incurred a t the r ate or about $170 
milll on per month and expenditures at the r ate of about 
$165 million per month. At t hi s r ate, the present unobli­
gated balance should l as t over l~ months , and t he unexpended 
balance over t wo months . It is necessary of course tha t a 
substantial amount b e avail abl e for obligation sometime in 
advance of actual expenditure . Due t o the l arge number of 
accounts , among which t h is must be distributed, I f eel tha t 
the Works Pr ogress Adminis tration should be per mit t ed to 
s t a rt November with an unexpended bal ance of about $400 
million, abtlUt halJ' of which should cons ist of unobligated 

funds . 
If no allocation is made at this time the unexpended 

balance on October Jls t should be about $330 million, of 
which $145 million would be unobligated. (The $30 million 
r ecently allocated f or class (f) and class (g) projects is 
i ncluded in t hese estimates ) 

I ther efore suggest tha t you reduce the amount to be 
allocated in t he attach ed l etter t o $75 million and sign 
the draft of the enclosed letter t o lllr . Bopkins which I 

have prepared . 
The present unallocat ed balance of t he appropriation of 

$1 , 425 million (less amount~ r eserved for the Res ettlement 
A~ministration) is only $340 million with no reserve for 
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administrative expenses . If the Works Progress Adminis­
tration is allocated the full amount requested, it would 
leave only $138 mil l i on available to carry out your entire 
program after November 30 , 1936 including administrative 
expenses . Expenditures by all agencies which have received 
allocations are now being made at the rate of about ;240 
million per month, which will pr actically exhaust available 
funds before the end of the year . 

38k-

In order that you may have sufficient funds t o carry 
out your program, wit hout rescinding fUnds previously allo­
cated t o other agenci es , until the new Congress votes addi­
tional runds , it i s important t hat the enti re ques tion of 
expenditures of emergency funds be given serious consideration 
before the end of October . 

(Signed) D. W. BELL 

Acting Director . 
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WORKS PROGRESS ADlliNIS!RATIOII 
Walker-Johnson Bldg . 

1734 New York Avenue, !Ill. 

Harry L. Hopkins 
Administrator 

£Qll 

L\r . D. W. Bell, Acting Director 
Bureau of the Budget 
Treasury Department 
Washington , D. C. 

October 7, 1936 

389 

Dear ur . Bell : 
In accordance with my memorandum of September 19, 

1936, summarizing the financial requirements of the Works 
Progress Administration, request is hereby made for an allo­
cation of funds in the amount of $202, 700 , 000 to cover the 
cost of operating the Works Progress Administration program 
(not for actual expenditure) through November , 1936. 

The above figure includes $39, 700, 000, repre­
senting the difference between ~183 , 700 ,000 requested on 
September 5, 1936 to cover the cost of October needs, and 
the allocation of $144

1
000, 000 made on September 14, 1936. 

There is also included an item of ~6 ,000,000 representing 
tho cost incident to increased drought employment for the 
month or October . The bal ance of &157,000,000, represents 
$152, 000, 000 to cover the cost of the regular Works Progress 
Administration program for the montb of November plus $5, 000, -
000 for drought for November . The total of $202, 700,000 will 
be required by October 10, 1936. 

KindlY bear 1n mind that this entire sum is re­
quired to operate the program t hrough the remainder of October 
and the month of November and it cannot be reduced without a 
proportionate r eduction in the number of persons empl oyed . 

Very trulY yours, 

(Signed) 

Corrington Gill 
Assistant Administrator 
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October 12, 1936 

Uy dear Mr . Administrator : 

I have today s i gned a letter allocating $75 1 000, 000 

to the V/or ks Progr ess Administration instead of the 

$202 , 700, 000 requested by Yr . Gill in his let ter of 

October 7
1 

1936 to the Acting Director of the Bureau of 

the Budget . 

On September 141 
1936, I indicated to Mr . Gill that 

390 

he was not to spend more thun $780 1 000, 000 between July 1 , 

and December 31, exclusive or the National Youth Admin­

istration, and al located $144 1 000, 000 for the month of 

October . It will be necessary for you to so ar range your 

operations that t his additional $75 , 000, 000 together wit h 

your unexpended balance of $467, 0001 000 on September 30 , 

1936, of which $282 , 000, 000 was unobli gated on that da t e , 

wi ll last until november 30, 19)6. This contempla tes tha t 

the unobligated funds will amount on October 31 to approxi­

mately $220 , 000, 000, includi.ng the $30 1 000 , 000 recentlY 

allocated for class (g) and class (f) pro j ects . 

Sincerely yours, 

(Sigr. ed) Franklin D. Roosevelt 

Honorable Barry L. Hopkins 
Administrator 
Ylorks Progress Admini str ation 
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TH r; WHITE H OUSE 

WASHINQTON 

OCT 12 1936 

., nna• ot u.. authority , •• t..s ill - UDder u.. - .. ,....,. 

a.uet ~oprlat1- .&.ct or 1886, apprCiftd J~&e 22, 1836, 1t 1a 

....... '-4 tllat tloo rolla.la& t\m<ll 'be t ""arerr9d tr.,. t M a ppr o • 

priatt.• ~ 1D ado! Act to tha • orlt• Pr"'J'•U .U•!ohtr&t1CD 

tw tile purpoao 1Ddieat..s 'belCIWt 

AlllUIIfo tlllt7QQ,OGO )'"J~~ ~. 

IVU..&t For tho p1'01.0Ut1CID or IIOII· ' •"•r&l public project • 
.tUlia U.o Dilatr1ct or Co1Wib1&, a pprOYOd by •• prior to JIIIIO 
&&, 18 .. .-der tile prar1a1ona ot tbe laer1e1107 Roller Appro· 
pri&tl• Aot or 19a&, ( praY1ded that the •11Te1•t e aaount ex• 
,_ • ..s up- uy oae project at.ll oot exceed the aaount 1Dd1oeted 
U.erefor ill tbe aobedulea or projeot a ill wb1cb ouch project 
appNr..S• ~· expelld1tu roa W>der thie alloor.t 10D ahall t e t ub• 
j .. t to tbe oapl~at pr 091t1oca or tho -r101107 Relief Appro-

pr1et1- .let of leas. ) 

11DOeroly youra, 

fbe B011oro.ble, 

n>- Seorot&ry or tho frouury . 
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Octob~r 10, l g36 . 

At 10 o ' clock AJI, , Nr. Taylor and Mr. Upham called on 

Chairman Eccles or tbe Board or Governors ot the ~ederal ReaerYe 

System in his otrica i n the Washington Building . This conference 

was 1n continuation or a t alk which Mr . Morgent hau and Mr. Eccles 

had on their way to t he otti ce this morning. 

Aa agreed upon between them, there was lett w1th Nr. ZOclee 

tor hie exclusive i nformation , a copy or the statement which it 

is contaRplated will be i ssued on Monday ne~ with respect to the 

l icen.sing arrangement agreed upon by the governments or Great 

Britain, Fr anc e and the United Stat es governing the government 

purchase and sale or gold in each or the three markets. 

Arter a raw aoments pre~nary discussion or Nr. Eccles • 

experiences in the west during the weeks or his vacation this summer 

and or the political s ituat ion generally, Wr. Eccl e s read through 

the "license" s t atement and t hen , baaing his observa t ions on t~ 

statement and his early mor ni ng discuesion with Mr. Mor genthau , 

Mr . Bccle s reviewed his understanding or the meaning or the new 

arrangement a nd operations to be conducted under it. 

Mr . Eccles mentioned tbe tact that pri or to devaluation or the 

Franc , the Brit ish Equali zation Account had been able to operate 

in roreign exchange by uai ng t he gold l!'ranc as a rulcl'Wil. Since 

devaluation, be said, there ns no gold currenc7 t o peg tbe Poun« 

cgatnat. The Dollar is the only one or t he t hree currenc ies etch 

has an abao1ute f ixed gold content . Her etoror e it has been our 

practise to permi t the purchas e or gold a t a fi xed pr1oe by and 

through tile central Banks or countries which are similarly on gol~. 

Under the new arrang•ent, we will permit the British and the JreDOh 

gove~usent s to purchase gold in t his market at our ti~ed pr i ce ror 
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24 hour pe~ioda, the privilege being renewable each day. In return 

the Britiah and 1rench go~ern.enta wtll advise ue each day a fixed 

gold price at which we may buy gold rrom them tor a period or 24 

hours , in their caeee the price and tbe peraiesion belng renewable 

each day and the price possibly being chang~d upon occasion . He 

described it as a "gold standard by the daY" or a ,.24 hour renewabl.e 

gold standard". 

Mr. Bccle s discussed some or the economic tactora involved 

and the possibilities or fluctuations in the price or the Pound 

particularly. He suggested that it is fortunate that we do not 

have an export surplus ror if we did it would tend to depress the 

Pound unduly. Other factors which he mentioned as likely ln the 

coming months to aatntain the Pound are general bueineas prosperity 

in t h is country, the likelihood or an increase in American tourtat 

trade in Europe and the likelihood or an increase in t=nigrant 

remittances. He expressed hopefulness that there would be some 

movement or gold out or the United States. He at ressed particularly 

that the United States should not be disturbed about the downward 

tendency in the Pound -- expressing the view that we ere in an 

extremel.y favorable position where we more or l ese daainate the 

international situation and that n should be gener ous and libera.l 

and not suep1c1oue or the Brit ish or anyone alee . 

~. Taylor interposed to aeeure Mr. Eccl es tbet that 1• t ha 

poaition or the Treasury and State Departments an.d added that the 

meesas ee which go beok and forth between Kr. Morgentbau and Kr. 

Ch.aberlatn contain many informal a ssurances or autual reepec~ 

and arrection. 
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Kr. Kccles then began a discueaion or the rela t ionship wh ich 
~ 

ehould exist between the Treasury and the Federal ReserYe Sy.te.. 

He declared that the 7edera l Reserve System is vitally interested 

in liiiUlY or the things that the Treas ury is doing and vise veran. 

He referred particularly to the situation under which the Federal 

Reserve Bank or New York acta as tiacel agent tor the Treasury and 

in some instanoee is intormed about Treasury and Stabilization Fund 

activities which are ~nknown to the members or the Board in Washing­

ton. He referred to the old condition under which the f ederal 

Reserve Board and, indeed the Treasury, and perhaps even the White 

House were da.inated , so tar ae r t nancial matter s were concerned , 

by the Federal Reserve Bank or New York -- Kr . Harrison , Kr. Young, 

Kr . Mitchell , etc. In aany instance he Celt Secretary Mills and 

Governor Kyers were ordered wha t to do by New York. The Congress , 

i n the Banking Act or 1.933 e.nd or 1935 and the Securities and 

Exchange t r ied to put en end to this . They made it illegal tor 

the !"ederel Reserve Bank or New York to engage in conversations 

or negotiation• with roreign central banks without mekinF tull and 

complete disclosure• to the Board or Governor• in Washington. He 

wae or the opinion that even when acting a s fiscal agent tor the 

Treasury it is i llegal tor the Federa l Reserve Bank or New York to 

withhold in~ormation rrom the Boord or Governors. 

Be ref erred to the t eet tha t the Board now bas ~Y authori­

t i es over the Reserve Banks which it did not previously have, The 

very raot that appointments in the Reserve Banks must be approved 

by the Board gives them an added influence over the banks. The 
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reserve aotiYit1es or the Syste. are now oenterad in Waabin«'oa 

and Professor Willia.a or the lew York Bank ia not only assistant 

to Dr. Ooldenwe1aer aa eoon--• at t or the k -... open mar et oo-ittM 

but as a matter or tao•, i n his capac ity as adYiser to the We• York 

bank, really a part or the economic or research section or the 

Board itself . He thought it unsatisfactory all the way round tor 

those in the New York bank to have informat ion which is no t aYail­

able to the ir superiors i n ~aahington. 

ll:r. Taylor explained that the Treasury bad l ooked upo~ the 

New York bank as ita fiscal agent rather than as the pert or the 

Federal Reserve System aa auoh. 

Mr. Koclea waa certain t hat any ini'onm t ion wh.ioh people in 

the ~ew York bank had was sooner or later made known t o the priYate 

bankers and business men who are member s or their Board. Tbia 

seemed to rai se the question which I understand had been raised by 

Mr. Morgenthau at the early morning discussion with respect to the 

propriety or having a.n institution or private character a ot aa 

t isoa.l agent tor the GoverQIIIent in ita confidential international 

transactions. 

Mr . Taylor explained t o Mr. !oolea how foreign exchange 

market 1a handled by telling bim t ha t the British and rrencb t ake 

oar s or the market up to 12 noon and that we handle it rrom then on 

unt il the rest or t he day. 

Mr. Bocles expressed h is pleasure at an arrange.ant Which 

had been entered upon at his request, UDder which be and Governor 

Ranaoa will have luncheon once a week with Mr. JIOrgent hau and Mr. 

Taylor to be followed by suppleaentary coni'erencea between Mr. Haas 
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and 11r. White tor the T~·eaeury end Dr. Goldenweiser and 11r . Oardller 

ror the ReeerYe Systaa, 

llr . Eccles telt that 1t ia the duty of the ~ederal ReeerYe 

Board to keep the ottioiale or the ~ederal Reserve banks regularly 

and accurately inl'onud on events which tr&nspire a.nd that the 

ban...&nd business men or the country look to the reeerYe b&nke 

tor such information and that it c&n be a very Yaluable eerYice 

to the Treasury. 

kr. Eccles was or the opinion that the ~ederel ReserYe ought 

to be informed about tax &nd budget operations ~md proposals 

ina-..c.h aa they cannot properly exercise the tinancial dutiee 

ror •hich they are responsible without a complete picture or What 

is goi ng on . He added tbat unless the Board or Governors were in 

a position to know,:hat be was not particularly interested in 

retaining the position as Chairmen or the Board. He seemed to be 

completely satiatied with the arrangements ror mututal exchange or 

Yiewe which baa been established, 
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