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TREASURY DEPARTMENT 

INTC:It O,.P'ICC: COMMUNICATION 

1 

~ 

oAn October 1~, 1936 

Secretary llorsentbau 

Be~ Ollpbant 

I attach a llet ot the IIO!lJabere ot tbe lew York 

Law Socia~, with their professional connections, 

whose work and counsel would be an.Uable to ue in 

the reTaaping or tax law adainietntion with tbe 

eet-up I 1\I&B&Sted ln MDtionlng Greenba~~a to ;you.. 

/tJ -
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"!if!IRS or Till! 1p WRit LAW OOCim 

Robert II, BenJillliD 
Parker, FiD183' 5t BenJuin 
15 Jllllea Street 
lew !ork, I, !. 

Tho.u w. Clzr7aUe 
Cbr1at.1e & Cbeyatie 
19 Cedar Street 
New tork, 1. I . 

Kenneth Dayton 
Deput, Co..issioner ot Licenses ot 
tbe City ot l ew !ork 
llunioipal BuUdiJl& 
!lew York, II . I . 

Eli Wh1tney Debeoviae 
Debeoviae, Stevenson, Plimton & Page 
28 Jaaee Place 
New York, 1 . I. 

Tbo.e.a E. Dew1r7 
Deputy Aast. District Attorney 

I nrk County 

~l.U.l&a 0. Dougla 8 
Seeuri tiea & Ex chang a Coa. 
c. 

1'o,.,.,.,.b w1 th tale Law School) 

~ob..,.t L. Finley 
~ar.l<er, Fin1"7 & BenJ&ain 

Williaa Street 
!ork, II. Y. 

Frank 
Woltt & Ernst 

28S lladiaon Annue 
law York, 11 . ! . 

Walter Gelborn 
ColUIIbia Law Sebool 
ll aw !ork, J. I . 

ldward S. Gr-nbaua 
Grecbaua, 'lloltt a: !mat 
28S lladieoo .f.nnue 
l ew tori<, 1. I. 

Herbert lechaler 
Coluabia Law School 
lew York, 1. Y. 

l"rencia B. Horan 
.f.asiatant U. s. District Attorney 
tor the U. S. District Court 
Federal Bulldillg 
lew York, 1. I. 

licbolaa lell-r 
Larken, Rathbone & Terry 
70 Br oadwa)' 
lew York, 11. ! . 

Roawell llag'lli 
Coluabia Law School 
lew York, 11. !. 

Harold R. lledina 
lledina 5t Sherpick 
165 Broadn.y 
lew York, 11 . ! . 

Jobn llcl1a MiDton 
2115 ar-dway 
llinton & ll1rpb;f 
•• York, I. I. 

Clarence V, Opper 
.f.aeiatant General Counsel 
Tra&l!llll7 Deput.ent 
'llashillgton, D. C. 

Charles Poletti 
Counsel to Gonrnor Le~ 
Executive Chellber 
.f.l~, I . !. 

1lh1 tn.,. llorth s.,..our 
&.peon, Thacher a: Bartlett 
120 Broadw.y 
In York, 1. I. 

l8DIIeth 11. Spence 
Spence, BopUna & Walser 
to 1lall Street 
In York, 1 . I. 

Betbeu.l 11. llebeter, Jr. 
J ebeter a: Garaide 
15 Broad Street 
lew York, 1. J. 
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!I.II . Jr: 

Rochet 

II . II . Jr: 

Roche: 

H. M. Jr: 

Roche: 

H.M.Jr: 

Roche: 

H.li.Jr: 

Roche: 

B. M.Jr: 

H. M.Jr: 

Roche: 

October !5th 

At the 9: 30 aeeting t his morning t he following 
were present: 

Mr • .Gaston 
M.r . Gibbons 
Kr. McReynolds 

Ha"Ye you been away? 

Yes , but I got back Monday . 

Are you moderately happy? 

Kr. Oliphant 
Mi ss Roche 
Kr . Taylor 
Kr. Upham 

3 

~ 

Yes , e"Yerytb.ing i s going grand . I bad a live~ 
time a~xing 1n political and n~n-political aatters . 
We bad a wonderful health meetiug 1n West Virginia. 

I see . All the State Health Otticet's going t o be 
tor Roosevelt? 

Absolutely - absolutely . 

Everything else all right - that aatter that you 
wanted t o work out with Bell? 

Yes, we have gotten the Executive Order . There 
ia a question now of getting t ogether with the 
Secretary of Labor to see it she wil l go along on it. 

Is she in town? 

No she is not but I will get some help ft'os 
Miss Jay - Acting Secretary . 

I don't iaagine I rate very highly with Miss Jay. 
She wanted t o settle something tor me while F'rances 
was tn Europe but I wouldn't let her . 

!low these people that you set. 
in this gold business? 

Are they interested 

I had some very interesting coement 1n West 
Virginia. The woaens ~oup spoke or it 1n connection 
with peace . They thought i t was very intereattnc. 
Other remarks wer e more or a business nature. There 
bas been a good deal or comment . 
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UcReynolds: No unfavorable comment ? 

Roche: No. Some grudgingly said " that ' s a swell thing• . 

Oliphant : EYeryone is in favor of it. 

llcReynol ds: Even these bi g guys that ought to know better, 
so far as their own interests go, approve i t . 

Gi bbons : 

H.M.Jr: 

Gibbons: 

Roche : 

H.M.Jr : 

B.II.Jr: 

Gibbonsz 

B. II.Jr : 

EYecybody in Wall Street is appa.rent1Y for it. 
I saw Charli e Hahn. Be will have those things 
next week. 

As long as Charlie does not have any pet tax cases . 

No, I don 1 t think he will. 
gold thing. 

They are a11 for this 

I was much amused with t he State Health Of f icer s. 
We bad a perfectly good time bef ore the dinner. 
The President of t he lledical Association said there 
would be no speeches at the dinner but a l ot or the 
boys here are business men and they woul d like to 
know if you could give us tips as to what the Treasury 
will do next. 

Where was this - in Richmond? 

No, this was in V.'beeling. 

Evecything all right with you? You are very happy? 

Yes. 

Taking care of all the Border Patrol for Vincent 
Dailey? 

How many were there? 

I think there were two. 

Our autual friend in New York 1s coaine down to s ee 
a e next week and I have asked hill to take lunch with 
ae. 

Well he is I rish. Be will blow up and forget about 
it in thirty days . 

Well you know who I aean, don't you. 

4 
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Gibbonsl Yes, I know wbo you aean. 

R.Y. Jrl Well I cuess 1! that'• all you (• eantng group) ha~e 
I'll &et back to ~ &old. 
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H.M.Jr : 

James 
Dunn: 

H. M.Jr: 

D: 

H. l! . J r: 

D: 

H. !4 .Jr: 

D: 

H. N.Jr: 

D: 

H.M.Jr: 

D: 

H.M.Jr: 

october 15, 1936. 
9:40 a . m. 

- that if it was agreeable to the Secr etary -
Hull - is to ask Mr. Cochran to handle this for us 
in Paris, see? I mean, let hi m handle it - take 
it up with the Swiss over there. 

Yes . 

Now, have you had a chance to think about i t? 

Yes, to some extent, that is I have checked up a 
little and found out that the relation between 
the bank and the Government over there is on a 
different basis that the Government is supposed to 
have very little control ovor t he bank. And t he 
laws provide for a high degree of independence 
and - but that, I suppose, wouldn ' t really cause 
any difficulty about -

Well -

- starti ng a discussion with the Government over 
there, because of the fac t t hat they must be 
cheeked by jowls , you know? 

Well, wha t I ' d like to do - but I didn ' t want to 
do i t because I - I mean I didn ' t want you to 
think I called you in and then went over your head. 
What I ' d like to do i s to speak to Kr. Hull, you 
see? 

Yes . 

And tell him that I ' ve talked to you and you ' re 
f amiliar with it, you s ee? 

Yes . 

But I - I tm willing to move on i t , so, if you 
don ' t mind I think I 1ll call up Mr. Bull if he ' s in. 

Yes. 

And tell hi.J that I'd like to do this - we ' ve 
discussed it with you and would i t be agr eeable 
and would he be ~illing to i ssue instructions to 
Cocr.ran that he ~an do t his for us, you see? 

6 

Regraded Unclassified 



0 : 

HMJr: 

0 : 

f!Kjr: 

0 : 

ffiljr: 

0 : 

Hll j r : 

0 : 

IDijr : 

0: 

HKjr: 

0: 

JUljr : 

0: 

HWJr: 

0 : 

mtjr: 

0: 

IDljr : 

-2-

AU right -

Can you see any objection to that? 

lo - I suppose he would deal with - either with 
-.cl:laann or the Bank of France or t hrough W:nson 
with the Government deferred, wouldn' t he? 

I t hink he - I should think that he ' d intora 
Wilson -

Yes 

- and then deal with whoever the Secretary of the 
Treasury is of Switzerland. 

Yes 

See? 

Yes 

But Cochran 1s so thoroughly drilled in diplomat ic 
procedure that I' d be willinc t o leave it to hia 
if llr • .Hull would be willing to leave it to him. 

Well, I should tnink that that would be all right , 
that is that to clear - to give Cochran the in­
s tructions which will make it all right between him 
and delet;ate 

Right 

Just what :rou mean. 

Right 

All right, sir. 

I'll tell llr. Hul~ - and tell him that :rou are 
familiar with the detaUs -

Yes 

And I'd like to get i t moving t his morning. 

Yes 

Than.lt you very much. 

7 
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Present: 

·October 15, 19)6. 
ll:05 A. M. 

llr. Oliphant 
llr. William B. Shields, Atlantic City, New Jersey. 
Mr. Nelson B. Caskill, Attorney, 726 Jackson Pl., N.W. 

Caskill: Mr. Gaskill, Mr. Secretary. 

H. M., Jr . : Bow do you do. 

Gaskill : May I present Mr . Shields. 

H.M., Jr.: You are both from Atlantic City? 

Gaskill: No, sir, I'm from- my residence is in Washington and 
my former residence was in Trenton. Mr. Shields is 
from Atlantic City. 

H.M., Jr.: This is Mr. Oliphant, General Counsel. 

Gaskill: I know your name very well. 

B.M., Jr.: You live in Washington. 

Gaskill: I came in here to get in the Army with General 
Crowder, about to go overseas in two weeks, and I've 
been here ever since . 

B.W., Jr.: But you've got property down 1n Atlantic City? 

Gaskill: No, sir. I'm merely a friend to M.r. Shi elds and 
a gr oup of men with whom he i s working. 

My connection with the matter , r eally, Mr. Secretary, 
grows out of this: Years ago, when Woodrow Wilson 
was Governor of New Jersey, I was the Assistant 
Attorney General. I had known Governor Wilson very 
well , being a student under him in Princeton, and 
my associations with him were not only friendly but 
close . 

He sent me down into Atlantic County to prosecute 
and clean up a political crimir.al gang which was 
manipulating the business, the government, the 
finance, the crime of Atlantic County and Atlantic 
City. We worked t here for something like two years, 
wi th the result that we broke the gang. 

8 
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It was the tnird or the gr eat muni cipal clean-ups, 
of which San Fr ancisco and Cinci nnati were the 
other two towns, and possibly the last one of the 
three . The resul t of tha t was that some of the 
leaders went to pri son, the minor •somebodies,• 
some of the minor men, went to Jail, there were 
two suicides and three people disappeared; and we 
collected a ver y consider able amount of money in 
fines as a result of about two years•, t wo years • 
and a half, work. 

That situati on conti nued, or tha t situati on cleared 
up, a t At lantic County, and i t stayed fairly decent 
for, I suppose, the next t en or twelve years. 

One of the active elements in the crowd that we were 
pursuing at that t i me was the then Sheriff of the 
county, a man by the name of Enoch L. Johnson. 
Johnson since, a pparently , bas become not only t he 
politi cal boss of the county, but the domina.nt factor 
in its political and financial manipula tion and in 
the conduct of organized cr1me. 

H. M., Jr.: Who was the man? 

Gask1ll: Enoch L. Johnson. 

Shields: J-o-h-n-s-o-n. He ' s the County Treasurer and leader, 
Republ1can leader . 

Gaskill: Through the control of appointments on the Board of 
Elect1on, a s well as the political appo1ntments in 
the county, his i nfluence is apparently paramount. 

Mr . Shields got 1nto this matter some time ago in the 
interests of a fr1end of his whose campa1gn for elec­
t1on as Commiss1oner in Atlantic Ci.ty Mr . Shields 
was conduct1ng . The ev1dences of fraud in that 
election were so outstand1ng that Ur . Shields under­
took, almost s1ngl ehanded, a campai gn to challenge 
and correct that situat1on through a recount. 

Mr. Shields and h1s f8Jil11y have also property i nter­
ests in At lant1c C1ty, and consequently his interest 
1s both publi c and private. 

Row, we found 1n the earl y days, when I commenced 
operations in Atlant1c County, that. 1t was practically 
1mposa1ble to get an unpreJud1ced jury or an unprejudiced 
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Judge. As a matter of fact, the method by which 
we finally succeeded in our efforts was the adoption 
of t he Old English pr actice of assizors. ¥/e pr eferred 
charges against the Sheriff of the county a~ the 
coroner and disqualified the ofticer s who would 
ordinarily draw juries and picked t wo men in the 
county as assi zors who drew a grand jury and a petit 
jury panel; and it was only by that method that we 
secured anything like a fair trial or secured con­
victions . 

Now, unfortunately, that phase of the law was done 
away with at the time the jury laws were revised 
and that opportunity is no longer open. Conse­
quently, the processes of trial, t he ordinary 
operations of the legal processes of the community, 
are prac tical ly controlled by the political i nfluencee 
which are opera ting for their financial profit through 
this organization of which Kr . Johnson is the head. 

Mr. Shields has , by dint of overwhelming proof sub­
mi tted to the grand Jury which has been in sessi on 
there recently, secured a number of indictments. 
I t so happens that after the indictments were r e­
turned, apparently enough political influence was 
brought to bear upon the prosecutor and t he grand 
Jury to cause a reconsider ation of some of the more 
important of those bills, and they were withdrawn, 
as I understand. 

Shields: Reconsidered and no true bill handed out. 

Oli phant : Di d you get a true bill agai nst Johnson? 

Shields : No . Bad one against him which was reconsidered and 
dismissed . 

Gaskill : Kr. Johnson appa.r ently has been "cute" enough to 
cover himself r ather Widely under the guise of a 
number of corporate names. 

Shields: Gildon Corporation being the principal one. 

B. M. , Jr . : How do you spell it? 

Shields: G-1-1-d-o-n. 
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Gaski U : 

Shi elds : 

Gaskill: 

Shields : 

l:laskill: 

4 

Consequently, the situation is just this : It seems 
to be exceedingly difficult to assume the possibilities 
of the conviction of Johnson by the processes of law, 
and the rescue of that community politically, finan­
cially, morally , from the control of the gang which 
he operates by conviction, by trial and conviction; 
it seems to be one of the things against which there 
is so much possibility of his protection that i t is 
almost beyond a possibility . 

In other words, it seems to me , Mr. Secretary, that 
we have here a situation 11hich is very closely akin 
to the Capone situati on in Chicago . If it i s pos­
sible to reach this man for violati on of the Federal 
tax laws , the thing can be ha ndl ed . 

Now, the curious thing about this whole situation 
is that Just so soon as you touch the leader, just 
so soon as it is manifest to his followers that the 
leader is vulnerable to the l aw, the whole organiza­
tion crumbles . When we were in this thing back in .. 
When was thot? 

1912. 

When we were in this thing back 1n 1912, the master 
of the whole cabinet was a man by the Kuehnle, 
K- u-e-h-n-1-e. He had been for years the political 
overlord of that community and his will was law. 
When we convicted Louis Kuehnle in court, the politi cal 
followers of Kuehnle gathered in a crowd around his 
headquarters that night and nearly all night long 
they milled in and out of his place of business , 
trying to make up their minds what they were going 
to do next. But the thing that paralyzed the whole 
outfit was that just so soon as the leader was con­
victed the whole thing fell apart. 

Anything else was useless. 

And consequentlY, it is from my experience with 
t hat type of thing 1n Atlantic County and my knowl­
edge of Atlantic Co~ty that I should say that, unless 
t his man Johnson can be reached in some way , the 
political and criminal and f inancial mani pulation of 
that community wil l continue . 
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H. M. , Jr .: Bob Jackson told me that you had made an investiga­
tion through the Internal Revenue and you thought it 
wasn 1 t so • • . • 

Shiel ds: A man by the name of !.larks in Atlantic Ci ty, a eon­
tractor who has suffered from Johnson, made a eon­
t act with the Philadelphia Office of the Department, 
and it is my ~derstanding they more or less - a 
routine examination which never went very far was 
conducted by the Philadelphia Office . At least, 
there were no concrete results arising from that 
investigation. 

Mr. Morgenthau - Mr . Secretary , 

H. 'L , Jr .: That 1 s all right; Morgentbau is the name. 

Shi elds : Yr. Gaskill bas given fOU the picture as it 
existed in 1912 . It hasn't changed greatly fro~ 
then today, except that I differ wi t h him in this 
respect : I think it is more serious today, for 
this reason. During Prohibition, Johnson was 
enabled through the physical make-up of Atlantic 
City to profit to the extent of an untold amount 
of money by having liquor run into Atlantic City, 
and he then reached such gigantic financial pro­
portions in a town that small that he got control, 
pretty much controlled the banking situation in 
the town. You couldn't directly trace it to him, 
but through his politi cal associ ates - he had a 
Harry Bachrachs; Ike Bachrachs, president of 
another; Emerson Richardson, president of another -
all politicians. 

Now, every bank but one closed in Atlantic City. 
Those who were on the inside got their money out 
beforehand. There hasn't been over one half of 
one percent paid in over three years now since 
they failed by a single one of those. Every 
penny of thP. depositors• money is still tied up, 
because a great amount of money owed i s owed by 
Johnson and others who have concealed their 
assets through dummy corporations, and who 
threaten to go into personal bankruptcy if 
pressed . Now, it 's a terrific hardship on a lot 
of small wage-earners in the city . 

12 

Regraded Unclassified 



S.M., Jr . : 

6 

In addi t ion he i s of such a t yrannical nature 
that few dare oppose him . No matter what line 
of business you ' re in, he ' ll get to you in some 
way or other . 

He keeps ten thousand f r audulent names on the 
regi s tration list in Atlantic County . Then be 
brings repeaters in f r om Philadelphia and, of 
course, can s wing the elect ion any way he wants 
i t; and through that control of the Count y Board 
of Election he control s the Commi ssi on, the Sher iff, 
and the political officers in the County and uses 
that political pressure to control every thing else . 

So you have a community of sixty thousand people 
that should be one of the most prosperous in the 
country that is today i n one of the worst coodi­
tions . And this man i s living to the tune of a 
quarter of a million dollars a year . He keeps an 
apartment in Santa Barbara, a suite for his girl s 
i n the Ritz-Carlton, an a partment in New York, a 
s uite in the Biarri tz, has a Rolls-Royce, a Packard, 
and t wo or three more automobi les , and spends money 
at the r ate of two or t hree thousand dol lars a week 
on wine, women, and s ong . His only obvious source 
of income is six thousand dollars a year as the 
County Treasurer . And yet, people to whom he owes 
money, people whom he has oppressed, are actually 
destitute . And you cannot beat him politi cally 
due to the fact that he controls everything . 

So the only place I see he is vulnerable i s through 
his i ncome tax. 

Let me Just say i t thi s way. I mean I •ve got the 
thing and, if !lr. Oliphant agrees with me . • • • 
We 1 ve had things like thi s before - coJDJDuni t i es , 
very large city i n t he Sout h ; I don' t mean New 
Or leans, but I mean other ones - where we were 
successf ul . It was just as bad . I got hold of -
made a special Job of the thing locally . A news­
paper publi sher br ought t he story. They wer e 
compl et ely t i ed up, c ouldn' t do a thing, gave it 
t o us . Took us a year, but at the end of the year 
t he city was clean. It was a city bi gger than yours . 

The thin~ t ha t I t hink to do, if you agree (to 
Oliphant ) • • • I think if you arrange t o go over 

13 
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and see Irey - he ' s got the I ntelligence - and 
talk to him Just the way you would talk to me. 
Af ter all, it was he and Frank Wilson that got 
Capone, Irey with Wilson, now Assistant Chief 
of the U. S. Secret Service. I think wb11e 
you're in town you ought to take enough time 
to gi ve him, give Irey the whole story . 

Nhat do you t hink of this? Suppose Irey comes 
over t o my place and meets them . 

14 
~ 

H.M., Jr.: Yes, have Irey there . And would you like to have 
Graves there? 

Oliphant: Graves i s out of town . 

B . II ., Jr.: Can anybody s it in for him? 

Oli phant : Whatever your thought is on it. 

R.M., Jr. : McReynolds might sit in. You want them to come 
back t his afternoon. 

Gaskill: 

Oliphant: 

Shi elds: 

Oliphant : 

Shields : 

(On phone) Let me tal k to Mr . Irey, please . 

I t hink tha t ' s t he way to handle it, and put 
everything that you1 ve got at hi s disposa1 . 
Tnen I take it that you1ll feel the stuff to 
him. 

Charlie Moore, 1t he comes down tomorrow, will 
have all of it . 

Have you been in Atlantic City long (to Shields)? 

I was born there. Wy family there goes back s ince 
1854. 

Practicing law? 

No, I'm not an attorney. In the advertising business . 

H.M., Jr.: We are very glad to go into i t , appreciate your coming 
down. 

Shi elds: I certainly appreciate the priVilege of talking to 
you, Kr. Secretary . 
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H. 'd., Jr . : (On phone) Irey, I have some gentlemen in here who 
were sent to me by Bob Jackson. Now, a little later 
on Kr. Oliphant will let you know and I want you to 
meet Oliphant with these men. Now, this thing is 
something that I want handled very specially, very 
carefully, and I don 1 t want a stone left unturned 
to go to the bottom of it; and particularly because 
t hey feel that some of your people from a local 

Gaskill : 

city did look into i t and di d a rather perfunctory 
Job. So i t is up to you t o make sure that evArything 
in your own shop is all right. But in view that 
some of your people were in it before and did not go 
to the bottom of it, I want you to handle it person­
ally and keep me advised personally . Mr. Oliphant 
will let you know when you can see these gentlemen 
and go into this . But this 1s one of the cases I 
want to follow personally. 

Thank you very much . 

May I say to you that you ought to be very glad and 
very proud of th.is internationals tabilization that 
you are working out. I think t hat is one of the 
big things t hat is com.ing . I real ly think so. It 
is colossal in its possibilities. 

Thank you, Mr. Secretary . 

I appreciate your coming down, and don 't you worry. 
If the s i tuation is there and you will g ive it to 
us, and if you don't get cold f eet • •• See? We 
have had these th.ings brought before and then in 
the middle of it somebody ~ts cold feet. 

There are two men the warmth of whose feet in th.is 
matter, and the.ir hearts, I can guarantee; and one 
is Yr. Shields and the other is this Charlie Moore 
of whom we spoke, who has been a fighter for decency 
in that community for many years. 
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Bow ar e you? 

October 15, 1938 
12:12 p.m. 

Oh, I ' m pretty well. How are you? 

Are you only pretty well? 

Well, they've been pushing me a little bard. 

Well, What the bell? You' re making history, 
boy. You're doing big things, and this is just 
a lot of bot water in the snow. 

Right. But I'm- I can't help but be happy • 

You should be. 

Joe, I was just tal king - early 1n the morning 
Stanley High called me - and then I was talking 
to Steve Early, -

Yes . 

About m:r coming up there a week from Frid.ay. 

Yes. 

And I hear that you're the nigger 1n the woodpile. 

Well, I - why am I the nigger? 

Well, I understand that you think I ' d be all right 
up there. 

I think you'd be marTelous. 

Well -

I mean I think that if they can't get the President 
they ought to get you. 

Well, that ' s damn nice of you, but I - you know I 
do this so seldom, I'm terribly atraid -

Well, Henry, I'll tell you what the trouble with 
the thing is now. I mean lett s not be kidding 
ourselves about it. 

Right. 

16 
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This t hl.ng is a God damn important thing that :rou•ve done, 

Yes . 

And there•s no God damn - I mean it' s all right to 
be going along, and having people sa:r •wen, wbat the bell - be ' s down there and he wonf t come out, 
and I mean he ' s afraid all the time that be doesn't want to take the spotlight awa:r from somebod:r or 
something like that, • but that's the same kind of thing that ' s God damn bad for the job as Secr etar:r of the Treasur-y. 

I see . 

I mean i .t :rou weren• t the retiring kind ot a guy 
:rou were, this thing would be blazing . lfow I talked to the editor :resterda:r of the biggest Paris paper -
Yes , 

- wbo asked me to write an article . Winston Chur­
chill is writing on England, and I'm writing one on the political situation here, -

Yes . 

- and he told me that he thought that it France 
would sa:r that :rou had saved it -

Yes . 

Now God damn it, he dido ' t have - be wasn ' t going 
to see :rou, and he didn't f i gure I'd ever see :rou -
lfo. 

- and he told me that. Now I think, Henr:r that it the President ot the United States can•t be here 
that :rou should be here, and I think that :rou ought to do it tor :rourself, tor the j ob that :rou•ve got, and the job that ;rou•ve done, and :rour f amil:r. I mean, tor Chr ist' s sake :rou•ve got to stop being 
down there and onl7 seeing people once in aWhile, I don ' t car e wbat :rou do - just let the• look at ;rou. 

Yes . 

I •ean but :rou can rall;r arov.nd. You can sa:r - well, :rou can point to the things that have been done, and 
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you'll get enthusiasm, and I'll underwrite it. 

Yes. Well, now, that's - I appreciate that more 
t han I can sa7. 

Well, it' s true, Henry . 

Well, you knor. the - well, 70u know how I work 
and-

I know how 7ou work and I know the feeling , and I 
know - I know exactly what 70U've done, and I know 
all that better than anybod7 else here. I mean 
twice - I mean 7ou know that I ' d just as leave say 
'ass-hole' as I would sa7 70u're a great guy. 

Yes . 

But I tell you that this - this thing bas gotten 
beyond people. The7 don't know what the bell bas 
been done !or them. 

Well , now let me ask you a question . 

Yes. 

I can give one o! two speeches . 

Yes. 

I can give a talk about this foreign thing -

Yes. 

-or I .can give a speech which bas not yet been 
given -

Yes . 

- and that is - at least I don ' t think it baa been­
I could talk about taxes and inflation. 

Yes. 

And we crossed this bri dge last Januar7 wben we de­
cided to ask !or taxes rather than to borrow the 
1D0ne7 to pa7 !or the bonus, etc., and so on. 

Yes. 

18 
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•ow Which do you think would be more errective? 

Well, Henry, I - or course, I think that the 
second would be - would probably be more errective, 
but the first one would be - I mean would still 
have - would be stateslll&lllike. I mean, to me, 
I would pick the one Whichever I relt thet I could 
handle best with. 

Yes . 

19 

But either one or those things will be sensational. 

Well, Which one do you think ought to be most erreo­
tive ror the President? 

I think the second one. 

You mean the -

The one on - the one on taxes and budgets. 

Yes . 

And, by the way, I'm going to give our pal Ray a 
lc1ck in the ass today. 

Yes. 

You saw where he took us - you and me - over the 
humps this morning? 

Yes. Well, I had my regular press conrerence, and 
do you lcnow what I told them? 

No. 

I said, 'Now orr the record,' I said, ' I'm not 
going to get into an argument with a fellow who 
doesn't lcnow his French.' 

That's right. 

'lfow, ' I said, 'Kr. llellon and Kr. Ogden llilla es­
tablished the method or our keeping the books, -

Yea. 

- ' and if we call it a - let' s call it a non-partisan 
method of keeping the books, -

Regraded Unclassified 



.M.Jr: 

- 5 -

Yes . 

- 'and Kr. Moley doesn ' t know his facts and I 'm 
not going to get into an argument with a man who 
doesn't know what he ' n talking about.' 

Well, I think you were Yery gentlemanly. 17 
opening remark was, ' Bay should conrine himaelt 
to running econollic conrerences 1n London.' 

(Hearty Laughter) 

(Hearty Laughter) 

2C 

But if you want to use that, you could say it's a 
non-partisan method ot keeping books -

Yes . 

- because the method was laid down by Kr. Mellon 
and Kr. tills. 

Well, ot course, Henry, between you and me, he can 
scarcely add a column of figures let alone talk 
about Government bookkeeping. 

I !mow. 

And between you and me also, all these fellows -
Kr. Vincent Astor sent word to m.e yesterday that 
he didn' t want to be in this situation. 

Who shouldn' t? 

Vincent - Kr. Vincent Astor . 

Be doesn' t want to be in on it? 

No. 

You mean he doesn't want to come to the dinner? 

llo. 

Yes. 

If that isn' t a pain in the ass. 

Well, listen -

Yes . 
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If I decide to come up there --

Well1 listen now boy, they can put t his dinner oYer, and be the bi ggest thing -

Yes • 

- I'm telling you that next to the President, you're the best card they've got. 

Well, I ' m -

The boos is here - I mean he called me on the phone himself -

Who? 

The boss did. 

When was that? 

Just five minutes bef ore he got on the train. 

Yes, and he wants me to go up there. 

And he says - well, he didn ' t say that - he said, 
'You go ahead and put this on - I - it' s more important to me. • 

Yes • 

Arul I.'Te been trying to stall along with hia all week, 
and he wants this tb1ng done -

All right . 

And he said, ' Anything that •s necessary.• As a 
matter of tact, be was - he suggested that four 
members of the Cabinet come up. 

Yes . 

And I said, ' No, we'll t ake this one.• 

Yes. 

1 You can t ake the other three and put them out in 
the country. • 

0. X. All right . Well, on your say so, I'm comina now. 
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Well, Henry, I mean postiTely - I mean I ' ll see that 
the God damn - that it' ll be - I mean if I don't do 
a good job for you boy, don ' t eYer speak to me. 

Yes, Well, listen -

What? 

I'll tell you what I think I'll do~ if you think well 
ot it, I'll send Sten Gibbons up there and let him 
spend a couple or days on this. 

That ' & swell. 

Because, after all, we have three collectors of 
internal revenue and a couple of collectors of cus­
toms, and let them get bus;r. 

That ' s swell. That ' s swell, Henr;r. 

What? 

Oh7 that's manelous because his pal, Eddie Moore, 
is here and they' ll get along great. 

Well, I mean, I ' ll let Steve go up there and spend 
enough time up there, and let some of these collectors 
get busy. 

That ' s great. 

What? 

We - that ' ll be fine, Henry. We' l l have - and l isten -

Yes. 

- if you're coming and going to make a speech, I'll 
underwrite the crowd, don ' t worry . 

Well, I ' ll come now. 

Yes. 

I'll come . 

And there - aud I mean it'll be a hell of a job 1n 
either one of those you state - and eTen if you 
brought in the second, Henry, don 1 t - don't miss the 
tact or putting in - don ' t miss the fact to put 1n 
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about the f oreign thing, because everybody is 
tipping their hat to that . 

Well, I ' ll talk it over here. Are you going to 
talk? 

Well, I'm going to introduce you and the boss. 

Good enough. 

Yes. 

There ' s no one I'd rather have introduce me. 

?3 

Well, I ' m going to introduce you and the President. 

All right. 

I ' ll t ake care of it boy. 

All right . Wel l, I feel much better now. 

All right - don't you worry. I mean it'll be just 
nice and peaceful and calm, and we can - anything 
you want - think about - I ' ll t ake car e of every­
thing . 

O.K. 

All right, Henry. 

Thank you. 

All right, boy. 
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At. 3:30 today, Wr. Irigoyen Galled on t.he Seorst.ary. Also present were Taylor and LoChhead. 

The Seoret~y greeted ur. Irlgoyen and said to hiM, "I had a letter trom your Uin1eter ot Finance say ing 
that you would be here.• Mr. Ir1goyen repl i ed, 'I &Prived trom Buenos Aires last. night. The Uin1eter is very much 
interested 1n tbe monet.a.ry developments and is following closely your active participati on and, ot course, would 
like t.o be 1ntor~od and to keep 1n close touch with what is going on. The n ewspaper rcpo~s are fragmentary and they want t o have closer i nformati on.• 

'What. we have done ,• the Secretary said, •we have an­
nounced publicly. It has all been carried 1n our paper e. Is t here any special information that you want? • Mr. 
Irisoyen answered, •ot course today I could not ask you 
any special i nformation. I have been reading what the papers have publ1ehed. What I would like to do is, would 
you care t.o indicate eoMeone in the Treaeury ot t he Federal Reeerve that I could contact and t o ask questi ons? • The 
Secretary 'e response to t.hls wae: 1 For t.he t ime being, you had better see me; until we get some ot t hese things ~;moothed 
out I would be glad t.o see you ~salt.• Ur. I rigoyen sai d, 'Thank you. • The Secretary added, 1Just l et me know 
and then maybe a little later on, when t hings are leee exciting, I could turn you over to somebody el se. For the time being, I want to eee t.he various financial at­
t.aobee IIIJ&elt. Things are very 1111portant and we are very hopeful ther e ls going to be a new day 1n finance between 
countries.• Mr. Irigoyen remarked, 1That is what we t hink down t here .• 

Continuing, the Seoret.ary aaid, •we are very hopeful 
here and it is now at weeks and we thi nk, so tar, it bas met wlth great euooeae . Aa a matter ot taot, we are in­
terested to know what your country might do. Any time you have any information, I will be glad t.o receive it. 
It you want to know anything i n particular, J ust arrange tor it. and I can be seen quite easily. 

'Please convey ~ regards to the Finance Ulnieter and tell bill that we wlll be very glad to cooperate 1n &qJ 
way we co_n. • 
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Kr. Ir1goyen anewered, 1 In that caee I will aek tor 
a report and will bring it in.• The Secretary added, 
•It there are certain queetione you want anewered epeoit­
lcally, come in to eee me and then it the queetione are 
technical I can turn you oyer to certain people, but I 
want to eee what the questions are _,aelt.• 

IUI,Jr. then inquired ot llr. Ir1goyen, 1 Kow IIIIUl,Y day a 
d1d 1t take you by a1r7• llr. Ir1goyen replied 1 F1ve 
dass and t1ve n1gbte.• The secretary aeked, 'I• that 
eerv1oe used now a great deal7 1 llr. Irigoyen answered, 
1 Yes . • The Secretary eaid, 1 It ueed to take three weeke.• 
Kr. Irigoyen said, 1 It takee 18 483• by boat. Flying 1e 
very good service.• 

25 
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H.ll.Jr: 

D: 

H.ll.Jr: 

Hello? 

llr. Dunn. 

Bello? 

Xes, Mr. Secretary. 

October 15, 1936. 
10 :00 a.m. 

I have ano ther request t o make . 

Oood . 

I•d like Cochran also t o be authorized to handle 
Belgium. 

Oh, well, we'l l just put that in the same -

Cabl e. 

- same cable. Now I have a cabl e here tha t I was 
going t o read t o you. Would you like to hear it? 

If you please. 

1 The Secretary of the Treasury wishes - this is to 
Parts - the Embassy in Paris -

Xes. 

2b 

' The Secret ary of the Treasury wishes to establish 
contact with the Swiss financial authorities and 
negotia te w1 th them through lfr. Cochran regarding 
the r equest of the Swiss Hat . - Swiss National Bank -

Xes. 

- 'to be included in the recent gold arrangements.' 

Xes . 

- 1 This will be agreeable to the Department it you 
have no objections. The Secretary of the Treasury 
requests that llr. Cochran keep the American Minister 
to Switzerland informed of the discussions. The 
Department has not yet instructed the American 
Minister to Switzerland in the matter, and Jlr. 
Cochran shou.ld, of course, c onsu.l t with hill before 
establishing contact with Governmental authorities 
in Switzer land. ' 

Xes, that's the usual practice. 
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And then Wayne Taylor sits in on all of this, and 
he'll keep you people advised hourly if there are 
any c hsnges. 

Good - good. 

All right. 

You' ll do - you're going to do the British here and 
Cochran wil l keep the French? 

Right. 

Yes. 

.Right. 

All r ight - thank you very much. 

Thank you. 

Goodbye. 
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Now we'll Just - we ' ll just add to tha t -

Belgium. 

- the same thing for Belgium. 

Yes. 

Well, we'll shoot tha t right off. 

28 

Right. And now on the Belgium thing, it ' s - they're 
sort of jumping to conclusions, you see? 

Yes. 

That they are included, and we 're going to work on 
this thing very carefully, and 1t isn1 t something 
t twt just can be settled 1n five minutes, but 
Cochran is ideally suited to handle the negotia tions, 
and, of course, all our cables clear through you, so 
you people will be advised. 

Yes. 

And as soon as Feis comes back, why I want his ad­
vice and 1 1 11 keep him informed, and I take it tha t 
Secretary Bull will be kept informed also . 

Well, be's - he's going to communicate with us lat er 
on 1n the morning end we'll tell him about it. There's 
no question about that at all . 

Fine . Well, this - this is a matter - once we get 
hold of Cochran on the phone, it isn ' t going to be a 
matter that can be settled in 24 hours. 

No . 

But having him over there is of great assistance to me. 

Yes, because - oh, yes, I can understand that. 

Yes, and it gives us a clearance point, -

Yes . 

- and as we go a l ong, I •m going to tell him to keep 
the French advised and we ' ll keep the English advised 
a t t his ~nd. ' 

Good. 
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Oper a tor: 

ll.II.Jr: 

Operator: 

H.M.Jr: 

Cochr~>n: 
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H. lol . Jr: 

C.: · 

H.M.Jr: 
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H. M. Jr : 
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H.M.Jr: 

C: 

B.M. Jr: 

c: 
ll . loi .Jr: 

C: 

B.M.Jr : 

C: 

I have Mr. Cochran. 

Thank you. 

Go ahead . 

Hello? 

Hello, Mr. Morgenthau. 

How are you? 

All r i ght - thank you. 

October 15, 1936 
10 :06 a .m. 

Cochra n, we ' re not on the diplomatic wire, so I'll 
try t o be a little bit careful. 

All r ight. 

Now ther e ar e two things : Xour friends in Switzer­land -

Xes. 

- cabled in and they want - to the Federal Reserve 
here, and they want to do business, see? Bello? 

The onas in the town where I was or the headquarters? 

Ob, well, no - the - the State Bank . 

The State Bank? 

Yes . Now wha t we • r e doing i s this - the Federal 
is answering them and saying that they ' ve got to 
take that up through the Treasury and through di­
plomatic channels, see? 

Xes. 

I - I•m doing - you will receive an authorization 
from the State Department authorizing you to handle 
these negoti ati ons for me. 

I see. 

You see? 

Yes . 
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- Keeping Mr. Wilson 1n Geneva informed - that ' s up 
t o you. They 1 re not sending Wilson any instructions. 

No. 

But tbey 1 re sending you instructions that you c•n 
act tor 11e . 

I s ee. 

Now - and it' s up to you to keep Wilson, our Mi nister 
in Switzerland, informed, see? 

Yes , yes . 

Now, I think that :rou might start in right away and 
not wait until these cables come because it will be 
r our or five hours. By that time, you'll lose a 
day . 

Yes . 

And get 1n t ouch with t he - whoever the Minister of 
Finance is t or Switzerland - you see? 

It was f"rom him and not from the Central. Bank? 

Well, I don 1 t care - I mean the point is we want to 
do business with the llinister of Finan ce in Switzerland . 

I see. 

You see? 

Yes . 

And find out what be wants . 

Yes. 

And if they want this thing - just what does be 
-.ant end what does his country want, and explaill 
t o h1m that these things a remrked out through 
di plomati c channels, and through the llinister or 
Secretary of Treasury. 

I see. 

Rather - i t ' s between Governments rather than between 
Central Banks . 
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I see . 

Well, you know the procedure. 

Yes, surely . 
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~nd the Department here - the Stete Department is en­
tirely wil l ing that you do this ror me . 

I see . 

And - but you're - but you're to keep t he Minister 
in Switzerland informed what you do. 

Yes. 

And you think you can do tbat on the t elephone? 

I can make arrangements - I - I doubt a little 
whether I can go the •nole way by the telephone. 

Well, the trouble is I •m going to give you similar 
instructions for Belgium in a minute. 

Yes - all right . 

So I just wonder if -

It would be necessary to call? 

Well, or whether they'd come to see you. 

Yes . 

I 1ll leave that entirely in your hands, see? 

I know Bachmann of the Central Bank, but I don't 
know whether he does the working of their Stabiliza­
tion Fund or not . 

No, but I don't want to- I don't- this is a new 
order . We don't want to do it through Bachmann. 
Tba t 1 s the telegram. We want to do it through the 
IL1tlister of Finance, :ln Switzerland . 

I - I - I get the point, but I say I don't know 
him, but I can meet him, of course. 

ll'ell , you - you - you ' ve got to make his acquaintance, 
you see? 

Surely. 
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I'll leave it to you. 

All right. 

Now, we also have questions up !rom Belgium, you see? 

Ye s. 

And what happened is this: The Federal Reserve sent 
out a copy of IllY cable to a ll Central Banks . Hello? 

Yes . 

On receiving that, the Central Bank of Belgium -
I •ll read this very slowly. It ' s very short, so you 
can take it down, you see? 

All right. 

They s ent a cable to Harrison in New York -

Yes. 

- which reads as follows: 10n reciprocal conditions -

Yes. 

- •your cable -

Yes. 

- ' we confirm our agreement -

Yes. 

- •to sell gold to lhe United States . 

1:o sell gold to the United States. 

- •to the United States. 

Oni ted States. 

- 'Our legal parity -

Yes. 

- ' Please transmit to Treasury. ' I ' ll r epeat it so 
that you get it, see? 

I ' ll read it as I have it. Do you alnd? 
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Well, it 1 s easier f or me to read it, I think. 

Xes. 
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•On reciprocal conditions, your cable, we con!ir• 
our agr eement to sell gold to t he United States our 
legal parity . Transmit Treasury.• Now that's 
signed by Governor Fr~. 

Yrank signed it? 

Yes. Now we ' re going to tell him - we're going to 
send him word through the Federal Reserve t hat if 
they want to do business, they•ve got to do it the 
way every body else does it. 

Xes. 

Now, here's the other thing. I have told the British 
here that any country that comes in and wants this 
agreement, I will inform Great Britain and France 
first; that is, I •ll intora the Chancellor of the 
Exchequer -

Yes. 

- and I will inform, through you, Mr . Aur i ol, -

I see. 

- and I wil l give them the opportunity to say they 
want to Join us again before I =ake any new agree­
ments . 

I see. 

And I want you to tell Mr. Auriol that both Switzer­
l and and Belgium have r aised this question, end would 
they care to do it With us Jointly on the new basis -

I see . 

- and we also want to know, have they any agreement 
with Switzerland, and have they aey agrel!lllent w1 th 
Belgium. 

I see. 

And I'm going to tell the - the British the s&llle thing • 

Xes. 
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We ' ve got a n agreement and before ~e take any 
new partners on, I•m going to consult ~ present 
two partners. 

Ytos. 

"'O you g e t th& t? 

Yes. 

And -

I•m to inform Auriol that these two have approached 
us to go in. 

Right. 

uo the French want to Join us including these new 
partners -

That's right. 

- or have they any agreement so far with them? 

That• s right. 

Have they already any arrangements? 

Now, for your own confidential information -

Yes. 

- lYe don't want Belgium to operate on that old 
order of February 1, 19J4, see? Bello? 

Yes. 

But we don 't want to cancel that until we conclude 
a new agreement, you see? 

I see. 

Because if we cancel t hat without a new agreement, 
it would get too much public 1ty. 

Yes. 

But, after &11, as tar as we know now, Belgium is 
• the only o ountry which could come under the 

February 1, 19J4. 
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Yes . 

It we conc l ude a new agreement with her, then 
s~ultaneously we'll withdraw the February 1, 
1934 -

yes. 

- end everybody will have to operate on the 
October lJ, 1936, statement, you see? 

I see. But, of course, their - their fund 

is abolished now. 

Pardon me? 

I say their stabilization fund is no longer 
existent. 

I know, but our attitude is this - if we - we -
if a country like Belgium wants to come in 
Without a s t abilization fund, we ' ll work it 
out the best we can t o fit her needs and at the 
same time take care of our own interna l situa­
tion. 

Yes, so it - it isn't essential to the working 
arrangement that they set up a -

It's not essential. It would be helpful but 
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it 1 s not essentia~, but we want it- the agreement­
reciprocal agreement on giving up gold. We want 
that with the Government -

Yes. 

- the guarantee, and not with the Bank. 

Yes. 

In other words, I 1 m insisting here that all of 
these agreements go through diplomatic channels 
to the Secretary of t he Treasury, and when we 
go into an agreement - a reciprocal agreement, 
it's between- giving up gold- it' s between 
Governments and not between Central Banks. 

I see. 

The Central Banks will be the agents , of course, -

Yes. 
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- but they will not be the first party of the -
of the contr~ct . I mean - you follow me? 

~es, a bsolutely . 

I mean, now, we've -we 've established this pro­
cedure, and t .his is the procedure that both the 
President and I wish to follow. 

Yes, but when you say through diplomatic 
channels, you don't mean necessarily that it goes 
through their Belgian Ambassador? 

I -no, it' s a - it ' s a Morgenthau diplomatic -
the Morgenthau-Cochran diplomatic channels. 

A special setup there? 

I say it•s the Morgenthau-Cochran diplomatic 
channels. 

I see. I see. 
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ll . !l .Jr: See? 

C: Yes. 

H.loi.Jr : 
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H.II.Jr: 

C: 

H.M . Jr: 

0: 

H.W:.Jr: 

C: 

H.ll.Jr: 

But, I mean, we 'll follow it this way, and I'll 
take care ot the British here iu Washington, 
but you take care of the French. 

Yes, 1'11 - I'll inform them right away of these 
two applica tions . 

Yes, and you better also inform Mr . Bullitt so 
he knows whAt is going on. 

Yes. 

And - but the Department here is entirely agreeable 
and they're delighted to have you act for me and 
will give you the authority, -

Fine. 

- but - but they're not informing the American 
Ambassador in Brussels or the American Minister 
in Switzerland . That ' s up to you, -

Yes, yes. 

- to keep them informed. 
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And if there is any question in your mind , ask me 

and I'll try and clear it. 

The only point is whether you think I should make 

my a ppointment t o thos e people or Just go there 

and call on the Ambassadors like I usually do 

in t h9 course of -

I'll leave that to your good sense. 

Yes. 

"e don't want tc; offend anybody , and we don't 

want any American diplomat t o be able to say 

that we haven't kept him informed. There's a 

difference between consulting him and keeping 

him informf(d· 

Yes, yes. 

Be should be kept informed. 

.lly - my only point was on - on the approach, you 

see? 

Pardon me? 

- ~o make the appointment -

Oh, I ' ll - ! 1 11 leave that to you Cochran. 

- and such with them, and then -

Well, Cochran, you 1Ye g ot to use your Judgment. 

I can't give you detailed instructions . 

Yes, well I - I can work that out aLl right . 

I mean - now just a minute - I want to ask the 

people here in the r oom whether I 1 ve overlooked 

anything. Just - just hold on, please. 

(Pause during which conversation is carried on in 

B.M.Jr•s office) 
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Now, you unders t and that as you go into these 
things - I mean, we'll naturally - there will 
be some things that we 111 have to iron out. 

On, yes, I can' t answer all the questions. 

No, no, and - but I feel confident that you' ve 
done these others and - which were far more dif ­
ficult because they were new - and I know -
I 1m quite sure that - that you ' ll be able t o 
conduct these as successfully. 

Well, I ' ll try . 

or course, it' s an advantage if a country bas a 
stabilization fund, but if it's impossible to 
creat e one, why we can't insist on it. 

Yes, yes. 

But we do want some kind of a guarantee that 
they ' ll hold up their end of their own exchange, 
you see? 

Yes. 

I mean if t hey haven• t got a s tabilization fund , 
what means a re they going to have to hold it up? 

Yes. 

We - we - we want some pretty good - because we 
don't want to do our own and have to do theirs 
as well. 

Yes, yes . 

In other words, we don't want any more lame 
ducks than necessary. 

No, DO. 

Dut we ' re very anxious to - as quickly as possi ble -
to wipe out the January 1, 1 )4, and start on the 
new one which is the October lJtb. 

I see. 
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Now, are we all right? 

Yes, yes; I have it exactly . 

All right, and the cables will be coming 8kng in 
their usual speed and you- but I don't want t o 
wait for them. 

But I - I'll start with the French thls afternoon -
Yes. 

Wnile - while you want me to see these others, of 
course, it 1 s understood that I ' m going to take it 
up with the Treasury -

Pardon me. 

I say, while it 's definitely understood that I am 
to go through the Treasury -

Yes. 

- would you have any objection t o my asking to 
make the appointment - I mean 

You - you decide that. 
I mean, bow you get to 
you. 

- not very well . 

You know your situation. 
see the people is up to 

You - you get in . You be a Fuller brush salesman. 
You get in and see your clients. 

All right. That• s the best way tog et in. I 1 d 
rather get in through them -

All right . 
it's up to 
don't care 
about it. 

All right. 

All right? 

Well, you•ra selling Fuller brushes -
you to get your foot in the door. I 
how you d o it as long as you' re polite 

Yes. I r m afraid it may be necessary to go to se~ 
(squealing noise). 
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Well, that's all right. You 1 ve got to- you•ve 
got to decide that on the ground. I - I can't -
I'll leave that to you. 

Fine - I'll -

I'm giving you a Job to go out and to do it, and 
it's up to you to carry the message to Garcia, lut 
you've got to decide how. 

All right; fine. 

All right. 

Then the Wire is coming tonight authorizing -

Yes, it's -most likely it has left already. 

I see. 

They 've al- - I imagine the cable is on the way now. 
(Pause) Bello? 

Yes. 

Anything else? 

No, that's everything . They - the Bank of France 
bad a good statement today. 

Good. 

They gained 5 ~llion francs in gold, but reduced 
the discount rate to 2 per cent. 

Fine. 

And everything is going nicely. 

Good . liell, this - this -

I ' 11 go over t o the Ministry of Finance now and get 
busy. 

Cochran? 

yes. 

Don't forget to stress to them that we're banding 
to them something on a silver platter or rather a 
gold platter, whatever you want to call it, when 
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we tell tnem that we won't make tnese a rrangements 
wltnout consulting France and Great Britain first. 
Now, t nls is a most generous t hing that we're 
doing. 

:ies ,_ yes. 

And don ' t forget to rub it in a l ittle bit - that 
here is the American generosity a nd desire for 
world peace, and we ' re not cr ippling - what do we 
get out of this? 

Surely, surely. 

Well , don't forget to draw t hat to their at tention, 
you see? 

All right - f ine . 

And 1 t • s perfect ly true because we could go ahead and 
do this, and we wouldn ' t have to walt for them, and 
when we perml t France and England each time to sit 
in on each one of these t hings -

~es. 

- we're reall y handing them something tna t 1s quite 
useful. 

Well, I' ll - I'll speak to them. 

And I'm very consci ous of it and I hope that they 
are, t oo, and don't hesitate to draw their attenti on 
t o it. 

All right - fine. 

O. K. Goodbye. 

If I make any of these trips, I s hall not wire you 
until I get back b ecause it 111 be just one day it 
I go to Belgium. 

But if you go, send me 8 wire tha t you've lett . 

Surely, surely. 

All right. 

But when I'm away, I shall not wire you trom -
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No, no - until you get ba ck. 

Yes . 

Thank you . 

All r i ght . 

Goodbye . 

Goodbye . 
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Opera t or : 

H. li.Jr: 

Oper a tor: 

H. M. Jr: 

Operator : 

H.U.Jr: 

Opera tor : 

H.I.I.Jr: 

Operator : 

Operator. 

Chairman Bccles , please . 

All right . 

(Pause) 

Hello? 

October 15 , 1936 
10: 30 a .m. 

Chairman Eccles is on his way to the office. 
he ' ll be there in about ten minutes . 

Well, remind,. me as soon as my press conference 
is over, I want to talk to him. 

All right, and Kr . Hign is calling you, too, 
from New York . He says it's very important . 

All right. O.K. I can t ake it now if he ' s 
there . 

All right, I'll get him . 
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Operator. 

Chairman Eccles, please . 

All right . 

(Pause) 

Hello? 

October 15, !936 
10:47 a .m. 

Chairma n Eccles . Go a head . 

Hello? 

Hello? 

Marriner? 

Yes . 

We •ve got a couple of new moves which have come 
up today , and Cy Upham knows all a bout them, and 
I 1d like him to drop over and tell you and 
Ransom about them . 

Fine. 
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Now, I t h ink when you bear them that at this stage 
there ' s no particula r r eason why you ' ll find it 
necessa ry to pass it on to a nybody but yourself a nd 
Ransom . After you hear it, if you disagree with 
me, and feel tha t you should pass it on to a ny­
body , will you let me know? 

Yes, I ' ll do tha t. 

But these two things have just come up, and - this 
morning - and Cy is entirely familiar and I'd like 
for him to come over and tell you a bout them . 

You wouldn't -you wouldn ' t want us to talk it 
over with Gardner who is our foreign man. 

~ell, hear the s tory first and toea see whether -
at this stage whet her it ' s necessary . See? 

All right . 

And after you decide whether at this st.age you 
think it would be helpful - I - I don't know - but 
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All right, then. Is he coming right over? 

Be can come immedi ately . 

Well , all right, I 1ll see him immediately. 

Thank you. 

Jus t a m.i nute - let me check and see if I can 
get Ransom, and I 1 l l call him back . 

You' ll call Cy back? 

I 1 ll call Cy . 

Thank you. 

All right. 
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October 15,1936 

HY,Jr. telephoned to Secretary Hull at 9:20. Secretary 
Hull not being 1n hU ot'tice, he spoke to Mr. Gr~. 

He said to Mr. Gray, 1 I had Mr. Live~ey over last n1ght 
at which t1ae we d1eoueeed the Swiee requeet to bU7 gold. 
I should like Cochran to handle thle tor ue in Parie . Do 
you suppose I can take i t up with Jimmie Dunn1 Would that 
be agreeable to Mr. Hull? 1 Gray eaid it would be entirelY 
agreeable to Mr. Hull and that he would take it up with 
J.lr. Dunn and have Mr. DWln oall the Secretary. 

Mr . Dunn called HY,Jr. back a 11ttle whlle later and 
sald it would be all right tor Cochran to handle the matter 
tor HM,Jr. HK,Jr. also got Mr. Dunn's persission to haYs 
Cochran handle the request troa Belgiwa. 
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Operator. 

Chairman Eccles, please. 

All right. 

(Pause) 

Hello? 

October 15, 1936 
10:47 a .m. 

Chairman Eccles. Go ahead . 

Hello? 

Hello? 

llarriner? 

Yes . 

We 1ve got a couple of new moves which have come 
up today, and Cy Upham knows all about them, and 
I'd like him t o drop over and tell you and 
Ransom about them. 

Fine • 

.!low, I think when you hear them that at this stage 
there's no particular reason wny you 'll find it 
necessary to pass it on to anybody but yourself a nd 
Rans011 . After you hear it, 1f you disagree With 
me, and f'eel that you should pass it on to 8117-
body, will you let me know? 

Yes, I ' ll do that. 

But these two things have just come up, and - this 
morning - and Cy is entirely familiar and I ' d like 
for him to come over and tell you about them. 

You wouldn ' t - you wouldn ' t want us to talk it 
over with Gardner who is our f'oreign un. 

Well , hear tbe story first and then see whether -
at this stage whet her it' s necessary. See? 

All right. 

And af'ter you decide whether at this stage you 
think it would be helpful - I - I don 't know - but 
if you think i t would be helpful, all right. But 
hear the story first . 

47 

Regraded Unclassified 



E: 

B.ll .Jr: 

E: 

H.M. Jr: 

E: 

H. ll. Jr: 

E: 

B.ll.Jr: 

B: 

- 2 -

All right, then. Is he coming right over? 

Be can come immediately. 

Well, all right, I ' ll see him immediately. 

Thank you. 

Just a minute - let me check and see if I can 
get Ransom, and I ' ll call him back. 

You' ll call Cy back? 

I ' ll call Cy . 

Thank you. 

All right. 
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Ootober 15 , 1936. 

At Ll A.V. , Ur. Upfiam, at Ur . Uorgenthau•s raqueat, oallad 

on Chairman !coles and Governor Ransom t o into~ them with respect 

to t he sit uations that have developed between the United States 

and Bel gium and between the United States ~nd sw1t~rlaD4 in the 

matter of the purcha se and sale or gold, 

I told them that the Central Bank of SwttzarlaDd had cabled 

to the Federal Reserve Bank or New York asking it they might buy 

and se\1 gold on a reci procal basis, 

I explained tha t it was not wholly clear whether they had 

in cind commercial transactions between oantral banks or whether 

they were aoting on behalf or the Swiss Treasury. I explained 

that s ince Switzerland ·is no t on the gold standard there oould be 

no doubt as t o their ineligibility to operate under the system 

establ ished on January 31 , 1934 , even if that were considered aa 

continuing in tull erreot so tar as the United Stat es is conoarnad, 

I told them that in any evant we ware a rranging through the St ate 

Department tor Ur. Coohran in Paris to negotiate wi t h the Swiss 

Ministry or Finance in an endeavor to ascertain Just what proposal 

the Swiss Oovarnnant bas to make and he was instructed t o i nquire 

what arrangement , tr any, the Swiss had wi th the British and/or the 

l"renoh, 

I explained also t hat ootnc idantally we are informing the 

Br itish and the Franoh or the approach made by the Bank or Switzerland 

and are suggesting that in the avant the Swiss Government wishes to 

enter int o a relationship suoh as we b:w e w1 tb Great Britain and 

l"ranoa, that all three parties to the gentleaans agreement or 

September 26th wil l be consulted before any action ts taken. 
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Wr . Eccles dia~ueaed ror some mo=enta gold inflow and outflow 

and the effects on excess reserves, explained the d i stinction 

between the operat ions of the British EQualization Account and 

the American Stabilization Fund with respect to errecta on excess 

reserves a nd the situation or the Swiss rrom a theoretical stand-

point -- apparen tly tor the purpose or making thorous hly clear 

t o Wr. Ranso111 Just. what the situation 1a . 

I then told Mr. Eccles and Yr. Ransom that a cable rrom the 

Central Bank or Belgi um was also received by the Federal Reserve 
Belgian 

Bank or New York in which the/ bank sought to accept and contira 

the continuance or the arrangement or January 31 , 11134 insofar 

as it arrected the s ale or gold by the United States to Belgiua. 

I explained that we were thinking in the direction or 

cancelling the arrangement or Januar y 31 , 11134 but that we did 

no t think it wise to announce that cancella tion at this time , end 

we a r e proceeding therefor w1til the possibility in mind or including 

Belgiua ln the three- power agreement . 

I explained that we have arranged through the St ate Depart­

ment ror Wr . Coobrea to negotiate with t~e Finsnoe Minister or 

Belg i11111., as be is doing with t he Finance Minister or Switzerland. 

I 111entioned the ract t ha t Belgium might possibly serve as a rally­

ina point ror those who believed in and wanted to work back to the 

old s tyle gold st a ndard. 

Wr . Bcclea wee inclined to think at first that it would be a 

spl endid thing to make public at once the cancellation or the 

arrangement or Januar )• 31 , 11134, but Mr . Ransom wee definitely 

or th~ other op inion and wr. Rcclee quickly agreed that the 
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course we are ~rsuing is sound . 

Yr. Ransom said that he thought the three-power agreement 

was by far the moat constructive event in the international 

field for many many yenra and that he believed its importance 

in the maintenan~e or world peace could not be overemphasized. 

He regar dc the negotiations with Switzerland and Belglua as 

logi cal and desirable axtena tona or the sxisting system and 

sees a possibility or a continued stabilit y rrom day to day wbbh 

may translate itself into permanent stability. 

Yr. Eccles expressed the view that the information conveyed 

to thaa would enable thea to have a background or tntormation 

againat which they co batter respond to proposals that may come 

t o them in their capacity as central bankers. He gave aa an 

example the poeaib1lity or Switzerland applying to the Federal 

neaarve Bank or New York for a loan and said that 1n that event 

they would be in a position to ect more intelligently by reason 

or knowing Treasury developaenta. 

Mr. Ranso2 again express6d the view that they ought to have 

a ticker eo that they can tell what was happening during t ne day. 

He said he understood that a former member or the Board h.ad con­

s idered such a proposal outrageous and had expressed the view 

tha t the Federal Reserve Board should have no concern about wbat 

happens in Wall Street. 

Mr. Boclea said that he t hought t here waa no need to follow 

market developments hour by hour and that a daily review by means 

or tbe newspaper or what baa happene4 h aurrtcte::~.t ror their 

~rpoaaa. 
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Jilr. !coles asked • to tell llr. Morgenthau that be 

saw no reaaon tor paas11lg along the 1utoraat1on about Sw1tzerlaa4 

and Belg1wa to 8D7 other members or the Board or the Federal 

RoaorYe starr. 

Both Mr. Booles and Mr. Rausoa se .. ed Yery auoh pleased 

at the eY1dence or Treasury cooperation and seaaed haPP7 to be 

lot 1n on current negotiations. 

upa. 
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October 15, 1936 
4 : 00 P. ll. 

The Secre~ary having sent tor Ur. Uallet and Mr. Bewley , they came in t o see him at 4:00 o ' clock. Mr. Lochhead and Mr. Taylor were also pres ent. 

llr. Uallet eaid to the Secretary, 1 I gave ~ wife, thanka t o you, a wonderful reception. It was marveloue. She got such a surprise. She t hought she had seen a ghost.• (The Secre t ary had arranged tor the coast Guard to take llr. llallet down the Bay to meet t he Aquitanla, on which Urs. llallet wae arriving trom England.) 

Wr. Wal l et added, •It was moat awfullY ki nd ot you to t ake so muoh trouble. It was a lot ot tun.• 

The Secretary t h en eald, ' The reason I aeked you gentle­men to come down, carrying out ~ agreement , le t hls: Belgium and Switzerland would llke to do bus1neee, and I want to take a minute to explain. In the case ot Swit zerland, they sent a cable -- their central Bank dld -- to New York and t hey asked a lot of questions ot the Federal Reserve Bank and the Federal Reserve wired them back that t he Swiss Treas­
ury would ba't"e to take 1t up with ue. Belgi um dld eomethlng a ll~tle bit different . The Federal Reserve sent out this announcement, wn1ch I made on the morni ng of the 13th, to all t he Central Banke and Belgi um simply wired back, •we accept. 1 
Now, I don 1 t know J uet what that means because Belgium 1 s case 1B a little bit. -- are t hey on the gold standard; what do they t hink they're on?• 

Bewley i nquired, 1 They haven't got a etabillzation tund? 1 
And H.W. Jr. answered, 1No.• Bewley then asked, "They wouldn ' t come under t he terms ot your announcement, or am I wrong7 1 
The Secretary answered, 1 I don'~ quite know but t heir wording wae practically, 'We accept. Thank you very much. 1 In their caee , too, we sent word back and asked them would they please tako lt up through diplomat i c channels and t hrough the Treasuries. That only happened today. I i nformed the French Government ot the same thing and I am going to handle it 1n Just the same way. I have asked Wr. Cochran to approach the llinleter ot Finance in SwitzerlAnd and aleo ln Belgium; Just what have they got in t heir mind, and inform them that I am a l s o informing the Brltlsh Government and the French Government.• 

llr. L!allet asked, •cochran i s going down to Switzerland and Belgium?• llr. llorgenthau answered, •I told him I l eft lt to him. I dldn 1 t know. In both Switzerland and Belgium, he knows the Central Banlul very well but he doe en 't know the Finance Mlnlstors . But I very much want to continue the same way, keeping lt ln tho hand a ot the governments and ua lng the Central Banke to carry 1t out.• Both ur. llallet and ur. Bewley agreed, BB3ing, •Yea. Quite. • 
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Continuing hi8 r emarks , t he Secretary said , 1 That pattern 
i 8 one we very much want to ke ep up here , rather than l et t he 
Central Banks get t ogether and deci de what t hey want to do. 
Of course, again in Belgium ' s case , I want t o make t his pl a in: 

54 

We are very anxious that t be more countries who feel they can 
Join us , the better . Now, we have one pat tern at present but 
the fact that Belgium has not got a stabiliza tion fund doesn't 
mean that we would not do business with her 1f their Government 
would assure us that they would 3ive up gol d on a r eciprocal 
basi s . We will sort of feel our way along. But t he f act t hat 
Belgium does not have a stablltzatlon fund -- I am not going 
to say we will not do business .• ur. Bewley and ur. Uallet 
both said, "Yes .• 

The Secretary then added, "I have pretty good evidence to 
believe t hat France is doing business with Belgium right now. 
They haven ' t t ol d us but they have tranoferred ecme of their 
funds that they have bad on deposit here, to Selgium -- some 
of the Prench funds -- eo they must be doing business , and as 
I say , we are not going t o s imply say we hava only one k i nd 
of model and we wil l only do that; and we are eo anxious that 
this continuance spread. It would be very easy -- we could do 
business with Belgi um on tne 1934 proclamation , or whatever you 
want to call l t , and Just say we will do l t between gold points . 
But the way we fee l here, for the time being, we woul d much 
rather be doing business with the rest of the world on one 
kind of beals rather than doing it wit h France on the Oct ober, 
1936 proclamation and doing it with Belgium on the January, 1934 
proclamation . You have thos~ proclamati ons? • Bewley anowered, 
1 0h, yea . I am qui t e sure we have.• 

H.Y.Jr. then said, "I want to make i t clear: Just because 
Belgium doee not have a stabilization fund , we will not r efUse 
to permit her to have a reci~rocal agreement . • Bewley said, 
"Quite . • continuing , the Secretary said, "I don ' t know how 
you fe el over there but I think it 18 much better to have one 
model and there would not be any otner countrl ee , a e far as we 
know , who could qualify, besides Belgium , under the January 31, 
1934 announcement . I don 't think there i s any other country . 
It immediately brings up the question , Have we two ki nds of 
gold standards?• Bewley said, "Yes. Quite. • 

•It is s o difficult to explain to ~he general public ,• Ur. 
Uorgentnau said. Be~ley answered, •on, yes. I quite agree .• 
H.W.Jr. then eald , •so we would much rather have Belgi um come 
ln . In Switzerland, their Central Bank has been very much 
de tached, a s I underatand it, froc the Government and I don ' t 
ltnow what the answer 1s going to be . But I repeat, we like 
doing business between the Governments and having the pol1cies 
laid do~n as we started . 

1 If you would paae this word along to Ur. Chamberlain, I 
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woald l ike h ie reaotiono 
it along to Ur. Aariol. 
asked you to call. • 

and his suggestions , and we paaaed 
That ia what I had 1n mind when I 

:s 

The Secretary t hen said tour. Uallet and Ur. Bewley, 
"I am not going to pat t his in the f orm of a question, Jast 
passing a remark, which you can take up or not as you wish, 
If I don't hear, my feelings won't be hurt. But oar papers 
her e have been fall of some sort nf a loan to China by Great 
Bri t ain and the people 1n the State Department don't know 
anything aboat 1t. Bat, as I say, 1t I don ' t hear anyth1ng 
about it, I will Jast take 1t t hat, f or reasons, you coald 
not answer. • 

Bewley replied, 1 I know no more about 1t than you, bat 
I think it was an export credi t 's gaarantee. That was the 
imprecsion I got . I may be wrong about that. • Wallet sai d, 
"There wae talk about an export credit. • Bewley added, 'Yes , 
t here was talk about an eXPort credit scheme and it hae been 
extended over most of the world." 

The Secretary t hen sai d , 1 I am Just mentioning it.• 
J.111llet asked, "In what papers was it?" The Secretary replied, 
"In a l l the papers, yesterday ; all t he paper s carried it.• 
Mallet t hen remarked, •on, yes. I remember it. I read it. • 
Taylor said, "I got the same impress i on yoa did, t hat i t was 
export guarantee f ande.• Bewley t hen said , "I knew that was 
ander discussion some time ago, so it is very lik ely i t might 
have become active.• 

The Secretary t nen inquired of l!r. Taylor and Ur. Oli­
phant, ' Have I overlooked anytning7" They said he had not. 
"And the other t hing,• the Secretary sai d to Mr. Bewley and 
Ur. L!allet , 1 t b1s 18 Tharsda.y, the t hi rd day since oar 
annoancement and everything is golng along beautifully . We 
are entirely sa tieficd; everything i s going along beautifully. • 
L!allet asked, •oar machinery i s working smoothly?" And the 
Secretary answered, •very smoothly. And i nasmuch as the poand 
bee been falling , we have been able to make ase of t his 
machine and eo have the French. So far , i t has not creaked 
and the whole t hing, I am very much pleased . Three days, 
and considering t hat it is only two and one- half weeks of 
the campaign remaining, I thlnk we got a .remarkable prase. • 

Bewley's comment was: "There baa been vary little criticism.• 
And tne Secretary added, 'Liontague Norman told Cocnran he w&e 
simply dumbfounded to ~bink we would do thie before the 
election. Nobody dreamed Chat we would do such a t hing be-
fore election. They met at the mont hly meeting of the Inter­
national Bank at Baole . • Mallet inquired, ~He wa s very pleased?" 
The Secretary answered, •He seemed t o be. But t he man who went 
stomping around, Schacht , his position wae, if the lnternat1onal 
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Bank at Basle did not know of this, what use were they? Why 
not abolish it? If t hey di d not know it was going to happen, 
he was in favor of abolishing 1t; that, as far as be wac con­
cerned, they wore uoelese . He was very much upset that be 
went to Parts and they didn't tell him anything about this. 
And the interesting tblng, they were t here Sunday and Uonday 
and we a ll announced this Uonday night and t here were no 
leaks . And they d1dn ' t know again until Ur. Schacht p1oked 
up his paper again. On Tuesday be bad another Schacht (shook) ! " 

Ur . Uallet i nquired, •r.e 1s etill holding out against de­
valuation?• Ur. ~orgenthau answered, 1 They did not say th~ 
would not. At no time 1n t wo days have they sai d they would 
not . But t he whole thing upset him very much. 

"No"• on t b1e thing, as we say , we will let you kn!ll'l and 
we will appreciate 1t 1! you wilt do the same . • Ur. Uallet 
asked, "Is it a matter or urgency?" The Secret4r7 replied, 
"I thi nk eo . The New York Federal Reserve Bank asked me again 
please to hurry because t hese eh itta are GO tremendous. There 
has been an awful lot or gold taken out of Engl.and. Gold is 
moving to France and Switzerland and the French are moving 
money from here t.o Belgium. There 1s a tremendous readJust­
ment taking place and, trom your standpoint, I should think 
you, particularly , would want to hAve an answer on t h i s because 
1f we give Belgium and Switzerland parm1as1on t o take 1t, 1t 1 s 
that much leas strain on you. • Bewley agreed, sayi ng, "Exactly . • 

Continuing, the Secretary said, "Right now t hey are movi ng 
French funds from New York to Belgium end Switzerland 1s mov­
ing fund.s from you, eo you are losing a great amount of gold 
and I should thl nk your people would be ln a greater hurry 
t~an we are . • Bewley answer ed, 1 0h, yea. Oh, yea. • The Secre­
tary t nen said, 'All tnese thlnge, the quicker t hey are ad­
Jueted, the better. If Belgium and Sw1t~erland can draw on 
us , so much the better . So, I think the answer to your ques­
tion is, Yes. • 

Ual let said, •·Re will do i t as quickly as we can . • J.nd 
Ur . Taylarremarked, "After all, we have issued a J ol nt invi ta­
tion to Join the party and we have to be able to take care of 
the guests. • 

The Secretary t hen said t.o Ur. l.!aUst and L!r . Bewhy , "You 
ml.sht make a not.e. Bulgaria wanted to buy some gold from ue. 
The thing i s golng so fast I am going to stall a l l tt.le wi th 
them until we get the Swiss and the Belgians cleared ~p. 
Bulgaria wanted to buy a l i ttle gold. We Just t hought i ! 
you have anything on Bulgaria, why th~ want gold, you mi ght 
let us know, but I am go 1ng to walt a day or t wo on t hem. We 
oan only do now so much, but I wanted to let you know about 
Bulgaria. • Bewl ey inquired, ' I f we have any views on Bulgaria, 
you woul d be interested? ' !.lr. liorgentlulu r eplied , ' Yes. I f 
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you have any newa on Bulgaria, we would like to have lt. • 
Bewley remarked, "I wouldn ' t haYe ~o~~t they had muoh 
spare funds to buy gold in Bulgaria. 1 t'ayl<r explained, 
"It's a small order, but, atter all, we have to take oare 
ot the customere. • And the Secretary added, •And Yr. 
Lochhead keeps getting more orders and he gets l/4 ot 1~ 
on the gold, so it all helps . It all keeps the pot boil1ng. 1 

57 

Regraded Unclassified 



TELEORA:t! SENT 

LI!S sr-crJU. GRAY 

October 15, 1936 

5 p . m. 

A! rr; w:. sJY 

? ...ti 5 ( r:'Ri.l' CE) • 

406 . 

l"'.l COC:ffih.:l ?Ro:: TlfE S":CR':T•t.RY OF THE TREASURY. 

Tho f ollo"in(l are tho texts of ( 1) teleg':'nm da·~ed 

October 14 , 1~36 , f ron Bank ;:ationalc .;••1::-se, Bern, to 

the <ederal Resorvo Bank of New York, nnd (2 ) telegram 

datud October 14 from Govurnor "'t•anck, ?~nque Nationale 

de BelGique, Brussels , to same : 
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.UO'!'E . ( 1) Referring to declare tion of Horgen th..tu 

concerninG your new gold transaction practices are you 

prepar ed to buy and sell gold from and to us? Are you 

further pr epared to accept gold oold to you by us ear­

marked your account at Bank of England instead of to bo 

sent llew York ? Aro you prepared to earmark for us gold 

bought f r o• you? Pleas e cable conditions you woul d apply 

to such t r ansactions . 

(2 ) On reciprocal conditions your cable we conform 

our agreement sell gold to United States our legal parity 

congratulations upon your efforts pleooo transmit 

Treasury . 
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Ll.lS 2- t!o , 106 to Amembo.ssy, Po.ria . 

Treasury . T'NJY'IUOTE . 

The r~plies of the Federal Re3crve Bank will be 

transc1tted to you in another telegram . 

EA :PI.: c.~· I 

CARR, ACTING 
( FL) 
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PARTIAL PAJW>BRJ.SI 01 TILIOJW( SD'f 

TO: .U.•1oaa Jabe.eay, Parte, 1ra110e 

Dl'fl: Ootober 15 , 1936, noon 

•o.; 405. 

RUSH. 

FOR 'fBI AMB.lSSlDOR .liD OOOIIR.U OWLY. STRICTLY 

CO.FIDU'fUL. 

S.oretary Xorgenthau w1ehea to eetablieb oon\aot 
with the Swill t1nano1a.l autbor1t1ee &114 negoUate wi th 
the• tbroup Cochran with regard to the Swiee ••ttOD&l 

Balik'• requeet to be included in the gold arrana•ent 
reoenUy oon-te4. The Dep&rtaent 1e agreeable to 
thie prOY1de4 you haYe no objection. Secretary XorgeD­
tbau aeka that Cochran keep tb.e .laerioan Xinhtar to 

Sw1harl&D4 1lltora8d regarding t he diecu .. t one tbat 

take plaoe. !be .U.erioan X1n1eter to SW1herland bae 
llOt yet ben 1netruoted with regard t o thie •tter, 
&Dd before Ooohra.n eetabliehee oontaot with the lwiee 
goyar-nta.l a1thor1 Uea, be ebould ot ooaree oolliiUlt 
the Xillieter. 

The tore,oillg appliea .utat!e autandie aleo with 

reepeot to usoUaUOGe with Belgi-. 
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Ooobran will be 1natruoted direoUy by the Secretary 

ot ~- 1'reaeury. 

Ke-.p the .. aattere eBt1rely oont1dent1al. 

O.uut, .lO'fUG. 
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• Jr: 

I have llr . Cochran. 

Thank you. 

Go ahead. 

Bello? 

Hello, llr . Korgenthau. 

How are you? 

All right - thank you. 

Octobe.r 15, 1936 
10:06 a .m. 

Cochran we're not on the diplomatic wire, so I'll 
try to be a little bit careful. 

All right • 

Now there are two things: Your friends in Switzer­
land -

Yes. 

- cabled in and they want - to the Federal Reserve 
here, and they want to do business, see? Hello? 

The ones in the town where I was or the headquarters? 

Oh, well, no - the - the State Bank. 

The Stat e Bank? 

Yes . Now what we're doing is this - the Federal 
is answering them and saying that t hey ' ve got to 
take that up through the Treasury and t hrough dip­
lomatic channels, see? 

Yes. 

I - I 'm doing - you Will receive an authorization 
from the State Department authorizing you to handle 
these negotiations for me. 

I see . 

You see? 

Yes . 
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B.M. Jr: 

B.II.Jr: 

C: 

B.II.Jr : 

B.ll. Jr: 

B. II . Jr : 

- 2 - 62 

- Keeping Mr. Wilson in Geneva informed - that ' s up 
t o you. They ' re not sendi ng Wilson any inRtructions . 

No . 

But they 're sending you instruct ions that you can ac t f or me. 

I see. 

Now - and 1 t ' s up t o you t o keep l'lilson, our Minister 
in Switzerland, informed, see? 

Yes, yes . 

Now, I think that you might start in r ight away and 
not wait until these cables come because it will be 
four or five hours, By t ha t time, you ' ll lose a day. 

Yes. 

And get in touch with the - whoever the Minist er of 
Finance is f or Switzerland - you see? 

It was from him and not from the Central Bank? 

Well , I don 't care - I mean the point is we want to 
do business with the Minister of Finance in Switzer­
land. 

I see. 

You see? 

Yes. 

And find out what he wants . 

Yes. 

And U they want this thing - Just what does be 
want and .,ha t does his country want, and explain 
t o him that t hese things ar e worked out through 
diplo~DBtic channels, and through the llinis ter or 
Secretary of Treasury. 

I see. 

Rather - it's between Governments rather than between 
Central Banks. 
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C: 

C: 

H.ll.Jr : 

C: 

H.ll.Jr : 

C: 

H.ll.Jr : 

C: 

H.M. Jr : 

C: 

H.M. Jr : 

C: 

H.M. Jr: 

C: 

H. li .Jr : 

C: 

H.M.Jr: 

C: 

H.ll.Jr: 

- 3 -

I see. 

Well , you know the procedure. 

Yes, surely. 

63 

And the Department here - the State DepartMent i s en­
tirely Willing that you do this for me. 

I see. 

And - but you ' re - but you're t o keep the Minister 
in Swit zerland informed what you do. 

Yes. 

And you think you can do that on the telephone? 

I can make arrangement s - I - I doubt a l ittle 
whet her I can go the whole way by the t elephone . 

\'/ell, t:te trouble is I ' m going to give you s imilar 
ins t ructions for Belgium in a minute. 

Yes - all right. 

So I Just wonder if -

It would be necessary to call? 

Well, or whether t hey ' d come to see you. 
Yes . 

I ' ll leave t hat entirely in your bands, see? 

I know Bachmann of the Central Bank, but I don't 
know whether he does the working of their Stabiliza­tion Fund or not . 

No, but I don't want to - I don ' t - this is a new 
order. We don ' t want to clo it through Bachlaann. 
That' s the telegram. We want to do it through the 
Minister of Finance 1n Switzer land . 

I - I - I get the point, but I say I don ' t know 
him, but I can meet him, or course . 

Well , you - you - you 've got to make his acquaintance, 
you see? 

Surely. 
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H.ll.Jr : 

H.II.Jr: 

H. II .Jr: 

C: 

B. ll. Jr : 

C: 

B. II . Jr: 

H. II .Jr: 

B.ll.Jr : 

B.II. Jr : 

C: 

B.K.Jr : 

B.II.Jr : 

- 4 -

I 111 leave it to you. 

All right. 

64 

Now, we also have questions up from Belgium, you see? 

Yes . 

And what happened is this: The Federal Reserve sent 
out a copy of my cable to all Central Banks. Hello? 

Yes . 

On receiving that, the Central Bank of Belgium -
I 111 read this very slowly. It's very short,, so you 
can take it down, you see? 

All right. 

They sent a cable t o Harrison in New York -

Yes, 

- which reads as follows: ' On reciprocal conditions -

Yes . 

- ' your cable -

Yes. 

- ' we confirm our agreement -

Yes . 

- ' to sell gold to the United States. 

To sell gold to the United States. 

- 'to the United States . 

tkli.ted States. 

- 10ur legal parity -

Yes. 

- ' Please transmit to Treasury.' I ' ll repeat it so 
that you get it, see? 

I'll read it as I have it. Do you m.ind? 
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H.ll.Jr : 

C: 

H.ll. Jr : 

C: 

H.M.Jr : 

C: 

H.II .Jr : 

C: 

B.II. Jr : 

C: 

B.II .Jr : 

C: 

H.II .Jr : 

C: 

H.II.Jr: 

H.ll.Jr: 

- 5 -

Well , it's easier for me to read it, I think. 

Yes. 

' On reciprocal conditions, your cable, we confirm 
our agreement to sell gold to the United States our 
legal parity. Transmit Treasury.' Now that ' s 
s igned by Governor Frank. 

Frank signed it? 

Yes. Now we ' re going to t ell him - we ' r e going to 
send him word through the Federal Reserve that if 
t hey want to do business , they' ve got t o do it the 
way everybody else does it. 

Yes. 

Now, here ' s the other thing. I have t old the British 
here t hat any country that comes in and wants this 
agreement, I will inform Great Britain and France 
first; that is, I ' ll inform the Chancellor of the 
Exchequer -

Yes . 

- and I will inform,through you,llr. Auri ol, -

I see. 

- and I will give them the opportunity to say they 
want t o Join us aga in before I make any new agree­
ments. 

I see . 

And I want you to tell llr . Auriol that both Switzer­
land and Belgium have raised this question, and would 
they care to do it with us Jointly on the new basis -

I see. 

- and we al.so want to know, have they any agreement 
with Switzerl.and, and have they any agreement with 
Belgillll. 

I see. 

And I ' m going to tell the - the British the same 
thing . 

Yes . 
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We've got an agreement and before we take any 
new partners on, I ' m going to consult my present 
two partners . 

Yes . 

Do you get that? 

Yes . 

And -

I ' m to i nform Auriol that these two have ap­
proached us to go in. 

Right . 

Do the French want t o join us including these new 
partners -

That's right. 

- or have they an,- agreement so far with them? 

That ' s right. 

Have they a.lready a n,- arrangements? 

Bow, for your own confidential information -

Yes . 

- We don't want Belgium to operate on that old 
order of February 1 , 1934, see? Hello? 

Yes . 

But we don ' t want to cancel that until we conclude 
a new agreement, you see? 

I see . 

Because if we cancel that wtthout a new agreement, 
it would get too much publicit:r. 

Yes. 

But, after all, as far as we know now, Belgium ia 
the only country which could come under the 
Februa:y 1, 1934. 
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Yes . 

If we conclude a new agreement wi th her , then 
si multaneously we ' ll withdraw the February 1, 
1934 -

Yes. 

- and everybody Will bave to operate on the 
October 13, 1936, statement, you see? 

I see . But, of course, their - t heir fund 
is abolished now. 

Pardon me? 

I say t heir stabilization fund is no longer 
existent . 

I know, but our attitude is this - if we - we -
if a country like Belgium wants to come in 
without a stabilization fund, we ' ll work it 
out the best we can to fit her needs and at the 
same time t ake care of our own internal situa­
t ion . 

Yes , so it - it isn ' t essential to the working 
arrangement tha t they set up a -

It's not essential. It would be helpful but 

67 

it ' s not essential, but we want it - the agreement -
recipr ocal agreement on giving up gold. We want 
that with the Gover nment -

Yes . 

- the guarantee, and not wi th t he Bank. 

Yes . 

In other words, I'm insisting here that all of 
these agreements go through diplomati c channels 
to the Secretary of the Treasury, and when we 
go into an agreement - a reciprocal agreement, 
it' s between - giving up gold - it' s between 
Governments and not b3t ween Central Banks. 

I see . 

The Cent ral Banks will be the agent~, of course, -

Yes. 
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- but they will not be the first party of the -
of the contract. I mean - you follow me? 

Yes, absolutely. 

I mean, now, we've - we ' ve established this pro­
cedure, and this i s t l>e procedure that both the 
President and I wish to f ollow. 

Yes, but when you say through diplomatic 
channels, you don't mean necessarily that it goes 
through t heir Belgian Amb~ssador? 

I - no, it' s a - it ' s ~ Korgenthau diplomatic -
t he Korgenthau-Cochran diplomatic channels . 

A special setup there? 

I say it ' s the Korgenthau-Cochran diplomatic 
channels. 

I see. I see. 

See? 

Yes. 

But, I mean, we'll follow it this way, and I ' ll 
take care of the British here in Washington, 
but you take care of the French. 

Yes, I'll - I 1ll tnrorm them right away of these 
two applications. 

Yes, and you better also inform Mr . Bullitt so 
he knows what is going on. 

Yes . 

And - but the Department here is entirely agreeable 
and they 1re delighted to have you act for me and 
will give you tbe author! t:y, -

Fine. 

- but - but they ' re not informing tbe American 
Ambassador in Brussels or tbe American Kinister 
in Switzerland . That ' s up to you, -

Yes, yes . 

- to keep them informed. 
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Yes . 

Do you understand? 

Yes. 

ADd if there is any question in your mind, ask me 
and I'll try and clear it. 

The only point is whether you tb:tnk I should make 
my appointment to t hose people or Just go there 
and call on the Ambassadors l i ke I usually do 
in the course of -

I 'll leave thst to your good sense. 

Yes. 

We don ' t want to offend anybody, and we don ' t 
want aqyAmerican diplomat to be a ble t o say 
t ha t we haven't kept him informed. There's a 
diffe.rence between consulting him and keeping 
him informed . 

Yes, yes . 

He should be kept informed . 

Uy - my only point wa s on - on t he approach, you see? 

Pardon me? 

- To make t he appointment -

Oh, I ' ll - I'll leave that t o you Cochran. 

- and suc h with them, and then -

\'/ell, Cochran, you ' ve got t o use your Judgement. 
I can' t give you detailed instructions. 

Yes, well I - I can work that out all right. 

I mean - now Just a minute - I want t o ask the 
people here in the room whether I ' ve o~erlooked 
anything. J us t - Just hold on, please; 

(Pause during which conversation is carrJ_ed on 
in H.M.Jr .• s office. ) 
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How, you understand thbt as you go into these 
things - I mean, we'll naturally - there wlll 
be some things that we'll haTe to iron out . 

Oh, yes, I can' t answer all the questions. 

No, no , and - but I feel confi dent that you ' ve 
done these others and - which were far more dif­
ficult because they were new - and I know -
I ' m q.uite sure t hat - that you 'll be a ble t o 
conduct these as successfully. 

Well , I ' ll try. 

Of course, it's an advant age if a country has a 
stabilization fund , but if it ' s impossible t o 
create one, why we can' t insist on it. 

Yes , yes. 

But we do want some kind of a guar antee that 
they ' ll hold up their end of t heir own exchange, 
you see? 

Yes. 

I mean if they haven ' t got a stabilization fund , 
what means are they going t o have to bold it up? 

Yes . 

We - we - we want some pr etty good - because we 
don ' t want to do our own and have to do theirs 
as well. 

Yes, yes . 

I n ot her words, we don ' t want any more lame 
ducks than necessary. 

No, no. 

But we're very anxious t o - as quickly as possible -
to wipe out the January 1, ' 34, and start on the 
new one which is the October 13th. 

I see. 
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Now, are we all right? 

Yes, yes; I have it exactly. 

kll right, and the cables will be coming along in 
their usual speed and :you - but I don't wa.nt to wait ror tbem. 

71 

But I - I 111 start With the French this afternoon -
Yes. 

While - while you want me to see these others, or 
course, it's understood t hat I ' m going to take it 
up with the Treasury -

Pardon me . 

I say 1 while it ' s deri.nitely understood that I am 
to go through the Treasury -

Yes. 

- would you have any objection to my asking 
to make the appointment - I mean 

You - You decide that. You know your situation. 
I mean, how you get to see the people is up to you. 

- not very well. 

You - you get in. You be a Fuller brush salesman. 
You get in and see your clients . 

All right . That's the best way to get in. I ' d 
r11.ther get in through tham -

All right. 
it 1s up to 
don't care 
about it. 

All. right. 

Al.l right? 

Well , you're selling Fuller brushes -
you t o get your foot in the door. I 
bow you do it as long as you' re polite 

Yes. I'm arraid it may be n.ecessary to go to see 
(squealing noise). 
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Well, that ' s all right. You' ve got to - you' ve 
got t o decide that on the ground . I - I can 't -
I ' ll leave that t o you. 

Fine - I'll -

I ' m giving you a job t o go out and t o do it, and 
it's UP to you to carry the message to Gar cia, but 
1ou•ve got t o decide how. 

Al l right; fine . 

All right . 

Then the wire is coming t onight authorizing -

Yes, it ' s - most likely it has left already. 

I see. 

They' ve ~- - I imagine t he cable is on the way now. 
(Pause) Hello? 

Yes . 

Anything else? 

llo, that ' s everything. They- the Bank of France 
had a good statement t oday. 

Good . 

They gained 5 million francs in gold, but reduced 
the discount rate to 2 per cent. 

Fine. 

And everything is going nicely. 

Good. Well , this - this -

I ' ll go over t o the Minis try of Finance now and get 
busy. 

Cochran? 

Yes . 

D?n' t forget t o stress to them that we're handiDC 
t o them something on a silver platter or r ather a 
gold platter, whatever you want to c~ it, when 
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we tell thea that we won' t make these arrangeaents 
without consulting France and Great Britain first, 
low, this is a most eener ous thing that we're doing. 

Yes, yes. 

And don ' t forget to rub it in a little bit - that 
here is the American generosity and desire tor 
worl~ peace, and we 're not crippling - what do we get out of this? 

Surely, surely. 

Well, don ' t forget to draw that to their attention, You -see? 

All right - flne . 

73 

And it's perfectly true because we could go ahead and 
do this, and we wouldn't have to wait for thea, and 
when we permit France and EnglaDd each tiae to lit 
in on each one ot these things -
Yes. 

We're really banding them something that's qUite useful . 

Well, I'll - I ' ll speak to them. 

And I ' m very conscious ot it and I hope that they 
are, too, and don ' t hesitate to draw their attention to it. 

All right - fine . 

O.JC, Goodbye. 

It I make acy of these trips, I shall not wire you 
until I get back because it'll be Just one day it I go to Belgium. 

But if you go, send me a wire that you' ve lett. 

Surely, surel:y. 

All right. 

But when I'a away, I shall DCt Wire you .tl'o. -
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lo, no - uut11 you get back. 

Yes. 

Thank you. 

All right. 

Goodbye . 

Goodbye . 

74 
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Hello? 

Governor Harrison. 

Bello? 

Bello, George? 

Bello, Henry. 

Bow are you? 

October 15, 1936 
11: 25 a . m. 

I ' m first rat e , thank you. 

George, I want to - are you - are you so that 
you can talk for a few minutes? 

Yes, absolutely. 

Good . 

Now there are a couple of things which have come 
across my desk t his morning. The first thing is 
this matter of the Central Bank of Switzerland. 

Yes. 

And I nnt to tell you how I 1m figuring on handling 
it . I don't know how - whethe.r the answer has gone 
back - I mea.n, I don 't know just what the exac t 
status is between ~our shop and mine, but let me 
tell you how I feel about it, see? 

Yes. 

75 
\1 

Now, we've set the pattern here at - I mean, at t he 
direction of the President - that t hese negotiations 
should be carried on between the Treasuries through 
diplomatic channels, you see? 

Yes . 

And in the case of Switzerland and 1n the case of 
Belgi'I.D -

Yes. 

- which are the two ones which have gotten to me so 
far - I want to follow the same pattern which I 
followed with England and France, see? 
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Yes. 

And under - which ;you are now famUiar with. 

Yes. 

If and when we do come t o an agreement with the 
Secretar:r or Treasur;y or ttte JUnister or Finance, 
whatever they call the gentlemen in Switzerland 
and Belgium, and then work it out - then we turn 
it over to the Federal Reserve in New York as 
our fiscal agent . 

Yes. 

But I - I want to continue doing this thing and 
continue to consult my other two partner s before 
I mlike an;y moves. 

I see . 

76 

And I reel that it ' s a tremendous adva ntage to 
England and France to have us do that. Fortunately, 
we have two oceans on either side . They don ' t . 

Yes. 

And it's a great advantage to them; and I think to 
democra tic form or Government in the sense or its 
usual use and not the party sense, U you know what 
I mea n. 

Yes . 

Now I took the thing up with the State Department 
this morning, and I ' ve gotten their approval to let 
Cochran t alk in Paris to the Swiss and to the 
Belgians, you see? 

Yes. 

And I want to follow exactl;y the same pattern as 
I followed with England and with France. 

Yes . 

Now, I just wanted t o let you know, and until we 
can work it out with the Governments -

Yes. 
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- I want to sit tight . 

All right. 

Now .. 

But I think what we ' ll do is just to send a cable 
that we referred the ~tter to the Treasury De­
partment now. 

77 

Yes, yes. Now, I understand others have come in, 
but they're coming so fast that I haven't got time. 
I hear that something - Archie just told me about 
Sweden and something - some country - Bulgaria. 
But I ' m going to t ake it one at a time -

Yes. 

- and I certainly feel that the fact t hat we were 
very careful in t hese other two bas been - so far 
has shown -

Well, we ' ll do it any way you want. 

Vlell, I just wanted to explain it to you, and -

Yes . Well , I ' m - I ' m much obliged t o you and -

Now - now, just one second. I also want you to 
know that we 're keeping Eccles and Ransom in­
foraed at this end what we 1re doing -

Yes. 

- so that they know. 

Oood . 

And that keeps - I mean as far as I am concerned, 
the Treasury, it keeps our relations with yours 
leg~l and, as far as I know it ' s satisfactory to 
them. 

Yes. ' /ell, that's first rat~ . 

But I wanted to make that clear . 

Yes, well there ' s no question as to our legal 
position. We 're your fiscal agent, and we go 
ahead no matter what anybody says. 
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Well -

But it helps me , on the other hand, if you do keep 
them informed , 

Ylell , what I 101 tryU1g to do t o the best of my ability 
i s to keep the Federal Resorve Board happy a nd the 
State Department happy, see? And up to now I think 
I 've been able to do both. 

Yes . 

And I don ' t want - I mean, the t hing i s so much 
bigger than any individual that I don 't want it to 
be tripped up by an individual , if you know what I mean. 

Yes. 

J.nd - because I - nothing i s - 1I I never have 
any other part in a nything else since I have come 
to Wa shingt on or in the future, I think this is 
the biggest opportunity that I ' ve had . 

Yes. 

And I ' m very hopeful that what ' s going to happen 
over the next year or so . Don ' t you feel -

Well , I think it ' s - it ' s leaning t hat way anyway. 

I mean, I don ' t - time will tell. 

Yes . 

But in the meantime, I want to say agai n - Knoke 
is doing a grand job. 

Oh, he •s - he ' s a gr eat fellow. 

And would you f eel free this way - aft er all, he 
knows minute to minute what we 1re doing because he •s 
doing 1t for us . 

Yes. 

Now if something comes up that you feel is a mis­
t ake, I wish you 'd call me on the phone and tell 
me so. 

All right, I shall. 
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Now, I mean, the !'act that I don't call you 
every hour doesn ' t mean that I don 't want your 
advice because I do . 

All right, Henry. Well , I'll do it . You saw 
I did it the other day. 

Yes. Mow, Lf something comes up that you reel 
is a mistake , you tell me. 

Yes, all right. I shall . 

And I ' ll appreciate it. 

Ul right. I shall, indeed. 

Now, a re we all in the clear? 

Yes, we 're all in the clear , u.nd I'm wa tching it 
carei'ully becau:se I keep in touch With both Bob 
and Knoke continuously. 

\'/ell , now, you !'eel that up to dat e everything 
is all right - I mean this week? 

Oh, yes. I t hink it's going on very well now. 
I hope you can settle these other fellows pretty 
quickly because they may get stuck. 

Well, I - I - I 've already phoned Cochran. 

Yes. 

And I told him that his i'ormal authorization from 
the Stat e Department would get there the way i t 
usually doe~, in four or five hours , but not to 
wait for it . 

Yes (laughs). 

And - but I - I didn ' t want to lose f our or five 
hours. 

Yes. That's firs~ rate. 

And it would mean a day on account of t he difference 
in time. 

Well , I hope you ' ll be a ble t o work it out with them 
even though they haven 't got a 8tabllization FUDd. 

9 
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Now, I 1m glad you brought that point up. At my 
press conference, I made it perfectly clear tbat 
we ' d have t o try and suit the pattern to the situation. 

Yes . 

But I am not going to say t hat because a country 
has not got a stabi l i za t ion fund t hat we ' ll not do business with them. 

No, and I understand in some countri es they ' re 
much better off not having one . 

But each country has t o do its own job in its own way . 

Yes. 

And what we want is - this is the way I feel -
t hat what we 1re trying t o do is - is through 
currencies smooth out the way so t hat we can have 
world recovery in business . 

That ' s right. 

All we can do i s to do it, and I 'm not going to 
stic~ on the let ter of the law. I mean - I don't 
mean that - I meo&.n as to the method . 
Yes. 

nnd if Belgium has one situation and Switzer land 
bas another, - now this evening, I don't know what 
they want - the Secret ar y of the Treasury of the 
Argentine ha s sent his r epresentative . He 1 s coming 
in this a fternoon, which will be the f irst South 
American country t o come in. 

Yes. 

And -

Say, some of these f ellows won't be able to afford a stabili zation fund. 

No, but i f , let's say we should make a deal with 
Belgium without a sta bilization fund , then they 'll 
say, ' ~ell, i f you ' ll do that with Belgium, will 
you do it f or us? 1 And the answer would be 1yea. 1 

80 
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Yes . 

What? 

Yes . 

But the thing t hat "e want is, we want to know 
t hat we ' re doing business with the Government -

Yes. 

That ' s the point. 

Yes . 

And - but - we want them t o have t he -

81 . 

• 

The way - the way you can handle t hat is Government 
or duly constituted Governmental agency. 

Yes, but I mean we want to have it - t ake Belgil.a, 
I mean, or Switzer landL we want - I don ' t know what -
the Prime Kinister of l:lelgim - we want his word 
that he ' s back~ng it. 

Yes, yes . That ' s right . 

You see what I mean? 

Yes. 

0 

And if it's q question of giving up gold, we want to 
know if the Pr ime Minister of Belgiu. will O.K. it. 

Yes . 

- And will his Cabinet O.K. it. 

Yes . 

You see? 

That ' s right. 

Because they could perfectly well put 1n r est r ic­
tions which would keep us from getting it. 

Yes , t hat ' s right. 

Isn•t that true? 

Yes, quite right. • 
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So I'm trying to keep my f eet on the gr ound, and 
my attitude is I need all the help and advice I 
can get, so don't hesitat e please to call me. 

All right, I shall, Henry. 

Thank you very much. 

It' s first rate, and t hank you for calling ae. 

Thank you. 

Q ? 
'-
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Hello? 

Governor Harrison. 

Thank you. 

Go ahead . 

Hello? 

Hello? 

&llo, George. 

Yes, Henry. 

October 15, 1936 
3::>0 p.m. 

They said you called me. 

Oh, well , I just called - after I first talked 
to you - to take advant age of your suggestion 
t hat I might call you. 

Please. 

It came to me in t he case of Belgium -

Yes . 

- that you mi ght want t o put them in a differqnt 
category from the other group any *ay -

Yes . 

- on the t heory that they ar e a gold standard 
country, and that the telegram merely confirms 
that f act , that t hey are s till oper ating. 

Yes . 

And that it isn't necessarily, t her efore, agreements 
one way or the other, that t hey should get their gold 
from us only on the old basis - under the old original 
license. 

Yiell, it makes - it makes it awfully difficult to 
explain. Let ' s say eventually, say in a couple 
of weeks, we're doing business with 10 cC','ntries 
on one basis and Belgium on 1:.1other, see? 

Yes . 
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- and , after all, we have to keep explaining all 
the time so that the people in the - can under­
stand what we ' re doing , -

Yes. 

- und if we ' re doing business with 10 countries 
on one basis and Belgium on another, they ' re 
going t o keep asking me twice a week, 'Well, why? ' 

Yes . 

It' s awfully hard to explain. 

Yes. Well , of course, -

I mean -

- looking toward the time when you ' ll get what you 
want; that is, if they become stabilized on gold as 
you are -

Yes . 

- then you ' ll want to go in reverse any way. 
Supposing France should go back on her old gold 
basis at the new rate. 

Yes . 

There would be no occasion to keep up t he new 
arrangement - you'd just keep up the old arrangement . 

No, but what I 'd like to do - I mean, we 've done 
nothing, but I 1d like to do is t o do business with 
everybody on t he same basis. 

Yes . 

In other words, I'd like to be a one-price bouse. 

Yes. Well , when you go into reverse -

Yes. 

- you ' ll have to do it on two djfferent bases because 
it ' s not likely t hat they will all go back on a gold 
standard the same moment any way. 

No, but in t he interim -

Yes. 
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- it ' s much easi~r to explai n one met hod . 

Yes. 

It ' s hard enough t o expla in that, but I - I get 
what you luive in mi nd. 

You see my point? 

And I think you see what I have. 

Yes , I see per fectly . I Just wanted to be sure 
that -

I t ' s awfully- we - we bad a big discussion here 
on this thing, a nd we Just feel that for the 
time being, one month or three months, whateve~ 
it is, or a year, we ' d like to do business with 
the rest of the world on a similar basis. 

Yes . 

Now, af t er all, we consult our partners i n this 
thing and they may feel differently about it. 

Yes . 

You see what I mean? 

Yes . \\ell , all I wanted to be sure was that you 
didn ' t - hadn ' t done anything or say anything that 
might give to t he wor ld or to Belgium your J udg­
ment that Belgium is not on a gold standard . 

No, no . No, no. 

You see what I mean? 

85 

No. I'm not saying what kind of a s t andar d anybody 
is on, except ourselves . 

Yes, yes . 

And don ' t ask me that too closely . 

Yes . 

But -
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I mean, they may think they are and they may 
t hink t hat this telegram is a confirmation of 
that. 

No - well, I don't know, but I think in Cochran 
we have about as good a man. aa we could have. 
And when he talks face to face w1 th hi!ll he' ll 
find out just what they have in mind. 

Yes, that ' s all right. I just wanted to be sure 
that you had that other point in mind. 

No, you you call me once, twice or three times a day 

Yes 

Anytime you get an idea I wish you'd call me. 

All right sir, I will. - Henry, I 1m going to 
be in Wasbington tomorrow; I won' t come near you unless you want me. 

Well, I certainly do want you. When do you get in? 

Well, I am going do\vn late tonight some time. 

Well, you - you go 

Yes 
you go up through 

'lilly don 1 t you - I get in here about nine, I - • 
why don't you call me between nine and nine-thirty? 

I ' ll call you in the morning between nine and 
nine-thirty . 

Will you do that? 

Yes 

Thank you. 

First rate . 

Goodbye 

Goodbye . 
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87 
P'EDERAL RI£SI!.RVE BANI( 

Of' NEW VORl< 

ICE CORRESPONDENCE 

CONFI DD!UL FILlS 

L, W. hoke 

0ATE_0c\Ober 111 1JI8, 

SUDJ«CTo..fiLIP.JIOILOQJYD&A!IQI Jm 

_BAU OJ' ftAICL 

I called Mr. Cuipol at 1.1111 \ odq. !b.lqa wore .Un, 

ao ta.r be bad purchased abou\ .1,000, 000 which be npeot .. 

t o lln o oonTerled. Ri a purchases :r .. t arday wore taae, ooo, 11ll:n1ao 

t o be conTorted accordinc to a cable Dow on t he way. I poiJI\ed out 

t o h1.JI t hat wbeo..,or •• purchased r t•rlin& hero, aa we bad dono ro­

c eot l;r, • • adTiaed LoJldOD the ••• 4.aT e d at t he auo tiao r04(1lened 

conTeraionJ should • • ..,.r b~ treca, •• would proceed 1n tho ._. 

wq . ! bi a, we telt waa 1D line With t h o arraJII•ent rooeotl;r aa4o. 

! bat beiDc eo, would be ploaao aall:o it a poiJI\ t o adTiee ua ot doll ar 

purcbuea alao t he ••• da:T e d roquoa\ CODTeraion ot aucb purcbaaoa 

I aado tbia roqu .. \ 1 I uplaiDed, bocaueo r oceotl;r 

Ilia cables bad been dispatched the t olloWiJI& -J'IIin& -J.:r, which ado 

aaUora Ter:r awlnrarcl tor ••· Likntao, 1D caa .. where be aall:ed ua to 

trees t or bia aooount 1n tbia aarll:ot, woul d be plea .. either 

ua one ceoorol cable to tho ottoc\ th3t t he proceeda ot aliT web 

.. ra olwa:ra to be oonnrtod, or elaa, would be ldndl;r a44 to "ch 

ordorlq tho lola ot trees a tow words to t ho ottoct that tho 

proceeds ot Ul7 aaloa ottocted under tbia order ware to be ooaTorto4 

Caripel replied that he bad delqed diapa\cbinl hie •••N&• 
the tolloWiD& ao1'111na 011\ of co•uideratioa tor 1111 atatt, wblch 

hN"f1l;r ~•norked, pani& J.arl;r at cloaiD& U.eJ he •••eel a 

little irritated at rq tncn•o• Oil 

a.pq nth., r..-on. 
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.. IEOIERAL RE.SI!JtVt: BAN K 

OF NEW YORK 

E COR RESPO NDENCE 

c01n D!IIH.A.t.-nl.ll 

lu..J.__Iuke -. -
0ATE_ ClckbU lJ, lJale 

SUBJ~CT•-IM PROII COIYIIIIIIIII ~·-
, • ., or n••a. 

•• hlket brieflT about aarket ooo41 Uoaa. I apla1De4 

trano1 we:r41 rdher well bid he:re at 411 l/8, ne:rlilll ,. .. ., at 

9/18, 1111lde:ra :rather t1ra With bua1nell doue at 6180. Cari(uel, 

t he aaae •• Bolton T411\a:r4q, •••ec! to be 1nta:r.,tet 1n the now ot 

!oreicn capital into our nook aarkat and aaked •• to 117 14Na. I 

talked t o h1a 1111ch alODC the linea of liT ccmYe:rlaUoa With Boltoa 

Tllte:rdq. 

LllrD C 
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Oct ober 15, 1936 

The following wer e present i n the Secretary ' e offi ce 

to discuss t he cable received by the FederAl Reserve Bank 

of New Yor k fro:~ t he Governor of the Belgian Nat i onal 

Bllnk: !.:r. Taylor, l.:r . Gas ton, !.lr. Ol iphant, !.lr. Wh1 t e , 
ur. Upham and l.lr . Lochhea d . 

The Secretary asked Ur. Lochhead to a cquaint t he 

group with t he matter under discussion. 

l!r. Lochhead sai d , "Ther e was a cable r eceived by 

the Federal Reserve Bank of New Yor k f roc Governor Franck 

of th£ National Bank of Belgi um, whi ch said: 

' Confi dential for Pr esi dent Harri son . 
On r eciprocal conditions your cable 

we conf irm our agreement sell gold to 
Uni t ed States our l egal pari ty. Con­
gratulati ons upon your efforts. Please 
t ransmit Trea&ury . 

(Si gned) Governor Franck 
Banque Nati onale de 
Belgi que. • 

Continuing , ur. Lochhead sai d , "The cable that wee 

sent out by t.he tederal Reserve .-as a cable t o all t he 
cent ral banks in· which t.hcy quoted t he announcement o! 

the Secret ary of t ho Treasur y of October 13 ." 

HU,Jr . asked Lochhead, • Have you had a chance t.o 

tal k to Knoke?" Lochhead repl ied, "I spoke to Knoke 

and he f eels t hat undoubtedly t hey come under t he Jan­
uary 31,1934, condi t i on of sale of gold. They no longer 

have a stabilization fund . At. one certain peeio4 t~ey 

had a stabili1 ation fund, but they have eliminated that. 
end t hey now have a fixed gold st.andard. The point ia, 

t.h i a cabl e g i ves ue assurance t hat. t.h ey st.and willing 

to sell gol d, wh ich we did not have up to this time.• 

The Secr etary inquired, 'Wli.Y is he congratulating 

George Harr1Bon?' l.lr. Lochhead replied, 'T"aa t 18 
Central Bank diplomacy.• 

Ur. Uorgen~nau t hen sai d , 1 There ia a Governmental 

si de to this, and I am not so sure -- I am little aus­
pici ous, t hat this aay not be a trick to put me i n the 
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hole, to show that this is not a new gold standard, and 
I agree tnat the wording of it i s very aouslng, but I 
tnink the purpose back of it Q83 be very serious.• 
l.!r. Oliphant agreed, es,ylng, 'I t.hink eo. The Boston 
inquiry put me on~ guard . ' (He referred to the 
telephone call of UJ· . Coolidge to Governor Harri son in 
which Ur. Cooli dge asked whetner gold could still be 
obtai ned for bhipment to Belgium under the Jan.31 announcement.) 

Continuing hi e remarks , t he Seore~ary said, 'After 
all, if I have to go through all this queotion of ex­
plaining t hat we have two gold standar ds -- we have t he 
eo-called Uorgenthau gold standard and t hen we have eome­
tning else , end what is the something el se . Tnat •e 
retner difficult. Then we have t his other thi ng --
t his statement which I made to t he Brit i sh, and it goes 
for the French, that I won't do anytn ing with any o t her 
country without letting t hose two countries know . I am 
not so sure about th i s thing. Oli phant , Just review 
th i s th.ing from a l egal standpoint. What does that 
mean and what do they t hink they are doing? • 

Mr. Oliphant said , "They are proceeding under t he 
letter of January 31, 1934 , where we .... • Interrupt ­
ing h im, Ur. Lochhead said, "Their cable does not say 
t hat. They refer to the cable cont a i n ing t he October 13 
declaration. That ' s the odd part. Taey refer to that 
cable. • Oliphant's response was, 'I would like very 
much to see Harrison' s cable gram.• Lochhead said, 'I 
have a copy of that-- t he outgoing cable.• HU,Jr. said, 
'I will read it: 

'October 13, 1936. 
Governor, Banque Nationals de Belgique, 

Brussels. 
Referring to our cable of February l, 
1934, No. 2, we quote below for your 
information the text of two statements 
issued last night by the Secretary of 
the Treasury f or release today: 

1 SUPplementing t he announcements made 
by him on January 31 and Februaryl,l934, 
to the effect that the Treasury would 
buy gold, and on January 31, 1934, re­
ferring to t he sale of gold t or export, 
~he Sooretary ot the Treasury ata~ee 
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C A I L E 

To : fro. Rra. ••· ., N.Y. 
DATil l ro., ODT. 14, IIIII 

ON RICI~ROOAL COMOITIONI YOUR OAOLI 01 CON,IRM ou• 

AIRIIMINT IILL IOLO TO UNITIO S TATII Ou• LIIAL ~A.ITY 

CONIRATULATIONI U~DN YOUR .,,ONTI ~LIAII TRANINIT f•IAIURY. 

(SIINIO ) QoviRNOR fRANO• 
8ANeur NATIONALI 01 

IlLII ... 
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·~ha~(hereaf~er, and until, on ~wcnty­
four hours notice, ~hie statement of 
i ntention may be revoked or altered) 
the United States will also sell gold 
for immediate e~ort to, or earmark 
for the account of, the exchange 
equal1~at1on or etab111zat1on funds 
of those countries whose funds like­
wise are offering to sell gold to the 
Un1~ed States, provided such offerings 
of gold are at euoh rates and upon 
such terms and conditione as the Sec­
re~ary may deem moet advan~geous t o 
~he public interest. The Secre~ 
announces herewi~h, and will hereafter 
announce dally , t he namee of the 
foreign countries complying with the 
foregoing conditione. All such sales 
of gold will be made t hrough the Fed­
eral Reserve Bank of New York, as 
fiscal agen~ of the Uni~ed States, 
upon the following terms and condi­
tione which the Seoret&l'Y of the Treas­
ury deems moe~ advantageous to the pub­
lic in~erest: 

Sales of gold will be made at 
i35. 00 per fine ounce, plus one­
quarter per cen~ handling charge, 
and sales and earmarking will be 
governed bythe Regulations issued 
under ~ne Gold Reserve Act of 
1934. 

The Secre~ry of ~he Treasury today 
named Great Britain and France as com­
plying witn the conditions speo!ried ln 
hie press release of October 13, 1936, 
for the purchase of gold from the United 
States for immediate export or earmark. 

(Si gned) Federal Reserve Bank 
of New York. 1 

The Secre~ary then said, "It is perfectly straight on 
Harrison's par~. Evidently Harrison esnt our announce­
ment . .. • Wr. Lochhead interrupting t o add, •To a list of 
the twelve central~. · 

Wr. Oli phant inquired, 1 What 1a that cable ' of Feb­
ruary 1, 1934 No. 2'?" Wr . Lochhead explained, Cable of 
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February 1, No. 2 covers the whole statement which the 
Secretary made -- his statement of January 31 and Febru­
ary 1. They trnnemit all t hose meesagee -- the Bank 
does; ~cir Informati on Department does. • Gaston ex­
plained further, 1 A.nd ~at February 1, that he refers 
to , was t hat we would buy and sell at the gold point.• 

The Secretary ea1d to the gro~p , 1 I don't like 
t his at all. I think Harrison i s all right on this , 
b~t I don't like it. I don't want to be operating 
on two standards.• White inq~ired , "Why co~ld not 
your more recent statement s~percede t he other?• 

Contin~ing his remarks , t he Secretary said, 1 Ae 
a matter of fact , Belgium will be t he on!y one that 
can avail herself of t n1s t hing. Whe~ I said this 
did not affect t he man on the street, I had an object 
in mind. W"nat I was trying to get over, whet I meant 
-- that i t does not affect the man on the street -­

was tha t I did not bslieve it wo~ld affect h is coat 
of living and he would not know, and what I did explain 
was if it did affect the man on the street that's why 
we stay on a 24-hour basis . Using the average man , 
rather than the man on the street, t his story has gone 
over and we have explained that t his iO a new gold 
standard and t he papers have run t h1s thing for about 
three days. Now we come along and we have a dJirer ent 
kind or system and every paper 1n the United States will 
say, 1 So we are back on the old gold standard and Uor­
genthau did not mean what he said. 1 The important 
thing is public relations -- just as I decided I did 
not want, the first day after this was decided, to 
let sterling go below $4. 90 beoa~ae as a matter of 
p~blic relstiono I t hought i t would be mis i nterpreted 
and I was right. B~t I will keep quiet and you people 
can talk. I think it will be a tremendous mistbke 
to have two methode of letting gol d go.• 

Taylor ' s comment wee: 'ActuallY you haven't got 
two metnods , The wnole t hing is on a basie or reci­
prooity and Belgium 1s on exactlY the ea.me bae18, onlY 
on a 24-hour baa1e, just as t h e other people are, on!y 
they f 1x a point and you can tie t hem 1nto your second 
announcement rather than t he first. Yo~ can say that 
Belgium dose not have a stabilization fund , but they 
have an equivalent because thelr central bank 1& oper­
ating for them.• 
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The Secretary' s response to Ur. T93lor•s comment 
was: 1 But t hey a r e gotng to operat e on someth1ng a 8 
ot Februar y 1, 19~4 . • Ur. T~~,tlor then said , 'You can 
work it Sl~und so t hat it is tied under this eaae 
tn1ng on a r ecipr ocal basis, and whether t h ey have 
a atabil1zation fund or whether they haven 't, as tar 
as I can see , doesn 't cake any difference.• HU,Jr. 
r eplied, "But that i8 not the question at st ake.• 

Ur. Oliphant said t o t he Secretary, "Let me risk 
being d i screet. I agree 100% with what you Bft3. 1 
The Secretary inquired, "Is t hat discreet? • Oliphant 
continued: "I am gotng to add to that . You Just 
1oegi ne a room 1n New York in wh1oh our friend Cameron 
and Jeff Coolidge and the other crowd that would be 
headed up by Prot. Caoeron are seated. They eay the 
world depends upon getting back to the old gold stand­
ard and whatever happens, we must preserve Belgium as 
t he point around whi ch t he world will go back to the 
old gold s t andard. And that ' s t he sort of sucker game 
t hey are asking us to subscribe to. If Belgium dis­
approves , then the game i s up. • !Jr. Tayl or eald, •sup­
pose you t i e them into your occond announcement, whioh 
you can de . • 

Ur. Oliphant then said, 1 I have a concrete eug­
geetion. Ask Belgium, 'What is your arrangement with 
France and Gree t Britain tor securi ng gold? '." Loch­
head answered, 1 Ae far as Belgium i s concerned, they 
have an arrangement for sell ing gold t o France .• Oli­
phant' s next ooccent was , "Ask what are their arr ange­
ments and t hen say we will take tho matter under con­
s i deration.• Lochhead said, "I know t hey have a working 
arrangement.• 

The Secretary oa1d t o the group, • t nave a third 
suggestion. Al l old arrangements prior t o October 1~ 
have been cancelled . Everything 18 cancelled. Every­
th1ng up to that date i e off. We wlped the sl ate cl ean. 
Ur . Belgium, do you want to ecce in on t he !lew Deal? 
0 . K. We will tftlte it up w1th our part ner a LB Belle 
Franca and John Bull and we wlll aee 1f thls t hing is 
agreeable t o them . But anytbire prior to October 1~ 
ls in t he ocean and we start anew. • 

Ur. Taylor said, "You have to cancel your regulation,• 
but !.lr. Oli phant disagreed with th10 statement, say1ng, 
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"No . They don 't operate until they make application tor a specifi c Lraneaction and t hey mus t have bought 
exchange . We don ' L want Lo get into t he newspapers 
~he cancellation or thaL thi ng. we don't have t o worr•y about i.llat for a week or eo . We can go ahead 
andwork out the substance of an arrangement wi th Bel­
g lum.• Taylor ' s comment was , "The new t h i ng 1s avail­
able r a ther than t he old one , and whether they have a central bank or a s t abilization fund does not make a damn bi t of difference .• 

"Let me Just do one t h ing at a t h i ng,• t he Secre­tary said t o the group . •ooes anybody ln this r oom 
disagree with t he position that I am taltlng that any 
agreements as to t he export of gold prior to October 13 are cancelled? I don 't say cancelled today, but that 
we willas qui ckly as possib l e cancel t hem?" All pres­ent indicated they wt r e in accord wi th his position. 
Continuing t he Secretary eaid, 0In oth er words , t he 
gold s tandard we are going to operate on is a new gold standard and it' s the October 13 standard, Anybo4,y 
<lieagree .• All anowered no. Then t he Secretar y said, "Then t he t hing to do te t o simply •ell these people --
I am going to tell Dunn that I also want h im to author ize Cochran to negotiate wi t h Belgium. I don 't want to 
go too quickly and we will tell them that thle t h ing !Ula to coma up tbroug11 our dipl omati c c/lnnncela and thnt Ur. Cochran will tal k to t he Secretary or the Treasury of Belgium.• 

llr, White remarked, •we are no t t urning t hem down 
because t hey are not yet ready to act because of t ho earli er order. Tho earlier order said when gold ex­
port point has been r eached . It has not been reached. When you issue an order which counterman~ or supersedes the pr evious order, you will not. be denying them any 
privilege whi ch t hey had up t o t hat moment. Therefore you can 1 t. say you have changed your mlnd, that you are not. going t.o give them s omet h ing they are not en t i t led 
to, In other words , it has not reached tnc gold ex­port point, • Locr.head commented , "You don ' t want to put t hat order out yet. • 

T'ne Secr•etary then eaid, •I think f r om a public 
relations standpoint, I think the t hi ng ur. Oliphant pointed out, t ha t 1f I cancelled Belgium today and 
have noth i ng to put in it.s place, thut ' s a front poge 
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story, but if we do fix up Belgium and Switzerland 
and at that time we announce that anything previous 
is 'over the dam', that t akes care of the public re­
lations thing, and lf someone is try lng to make a 
monkey out ot me they have not been euccesetu1 . Ae 
tar as I am concerned, the old thing 18 burl ed and 
this ls a swell oppOrtunity to bury lt. What ' s worry­
ing you is , w111 we only do buslneee with a country 
that has a stabilization fund and t hat ie something 
that I told the press that when that came up we de­
cided "hi e was t he pattern which looked all right and 
whioh fitted England and France and when some other 
country comes up we would take each country on its 
merits and we have got to do that, because, after all, 
no one has pointed out that we have this r elation with 
China . But t ne fact that a country baa not got a 
etab1lizatlon fund doss not preclude that I w111 not 
elt down and talk, but we have to do these things very 
oarefu11y. 0 Oliphant remarked, 0 I want a chance to 
canvass that very carefully .• 

At this point the Secretary spoke to Mr. Dunn 
in the State Department over the telephone, and the 
following lo a record of t helr conversation . 
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october 15, 1936. 
10:00 a .m. 

H.U.Jr: Hello? 

Operator: Ur. Dunn. 

H.M.J r: Hello? 

Dunn: Yes, Mr. Secretary. 

B. M.Jr : I have another request to make. 

D: Good. 

S .~ .Jr : I•d like Cochran also to be authorized to handle 
Belgium. 

D: Oh, well, we 111 Just put that in the same -

Cable. 

- same cable . Now I have a cable here that I was 
going to read to you. Would you like to hear it? 

If you please. 

'The Secretary or the Treasury wishes - this is to 
Paris - the Embassy 1n Paris -

Yes. 

' The Secretary or the Treasury wishes to establish 
contact with t he Swiss financial authorities and 
negotiat• with them through Mr. Cochran regarding 
the reques t of the Swiss Nat . - Swiss National Bank -

Yes . 

- 1to be included 1n the recent gold arrangements. ' 
.ll.J r: Yes . 

• li.Jr: 

- 'This will be agreeable to the Department it you 
have no obJections. The Secretary of the Treasury 
r equests that Mr . Cochran keep the American Kinister 
to Switzerland informed of the discussions. The 
Department has not yet instructed the ~erican 
Yinister to Switzerland 1n the matter, and Mr. 
Cochran should, of course, consult with him before 
establishing contact with Governmental authorities 
1n Switzerland.' 

Yes, that's the usual practice • 
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D: 

H. IA . Jr : 

0: 

H.M.Jr: 

D: 

H.M.J r: 

ll.Jr: 

. K. Jr: 

• ll.Jr : 

. lol. Jr: 

- 2 -

Now we 1ll Just - we ' ll Just add t o t hat -

Belgi\.1111. 

- the same thing for Belgi\.1111. 

Yes . 

Well , we ' ll shoot t hat right off. 

101 

Right. And now on the Belgi\.1111 thing, it ' s - they' re 
sort of jumping t o conclusions, you see? 

Yes . 

That t hey are included, and we ' re going to work on 
this thing very carefully, a nd it isn' t something 
that just can be settled in five minutes, but 
Cochran is i deally suit ed to handle the negoti a tions, 
and, of course, all our cables clear through you, so 
you people will be advised . 

Yes . 

And as soon as Feis comes back, why I want his ad­
vice and I ' ll keep him informed, and I take it that 
Secret ary Hull will be kept informed also. 

Well , he ' s - he ' s going t o communicate with us later 
on in the mor ning and we ' 11 tell him about it. There ' s 
no question about that a t all . 

Fine. Well, this - t his i s a matter - once we get 
bold of Cochran on the phone, it isn' t going to be a 
matter that can be settled in 24 hours . 

No • 

But having him over there is of great assistance to 
me. 

Yes, because - oh, yes, I can understand that • 

Yes, and it gives us a clear ance point, -

Yes . 

- and as we go along, I ' m going to tel1 him t o keep 
the French advised and we ' ll keep the Engli sh ad­
vised at this end . 

Good. 
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And then Wayne Taylor sits in on all o£ tb1s, and he ' ll 
keep you people advised hourly if there are any 
changes . 

Good - good . 

All right. 

You'll do - you're going to do the British here and 
Cochran will keep t~e French? 

Right . 

Yes . 

Right. 

All right - thank you very much. 

Thank you. 

Goodbye. 
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The Secretary said, 1What I th1nk we should do is 
this: tmmsdiately prepare a cable for Cochran givtng 
him, !irst, the cable that Switzerland sent to the 
Federal Reserve Bank and the one that t he Federal R~serve 
is going to send in reply . Then the same t hing on 
Belgium. • Lochhead explained, •on t he Belgian cable, 
they haven ' t r eplied to that yet. I think it will be 
pretty necessary f or you t o speak to the Federal Reserve 

before t hey send a reply because under t he regulat i ons 
they have t here , I thi nk their ideo would be to cable 
back and refer t o January 31, 1934. 1 The Secretar y 
inquired, • can we do that on legal grounds71 Oliphant 
answered, 1 What is to be said is that the whole sit ua­
tion is being canvassed." The Secretary t hen asked, 
'Should I do it t hrough Harrison, • and Oliphant rep l ied, 
'I woul d do it with Harrison. • Ta.ylor ' s expressed h i s 
opinion as follows: "Say that the reason f or the delay 
is becau se you have an agreement with the French and 
Br1t1oh that you would talk to t hem about everything." 

Mr. Gaston's comment wee, 'Is it necessary tor 
the Foderal to reply t o t hat Belgian cable at all? 
It ' s a reply t o hie cable and it accepts the exi s ting 
arrangement and 1 doubt 1f i t is necessary t o r eply. • 
Ur . White sa id, "I have a possible suggestion. There 
may be some virtue in issuing an order merely defeating 
that order of January beceuee it will indicate def i nitely 
that t here is no parti cular advantage of any country 
being on t he gold s tandard. They no l onger have any 
privi leges here by virtue of being on t h e gold standard.' 

Oliphant asked, •oo you mind letting me take a 
shot at drafting a reply71 HU,Jr' s answer was, 1 What 
I will do , I will call up George Harrieon and explain 
informally J ust whnt we are doing.• Hie remarks were 
interrupt ed whil e he spoke to cochran on the telephone . 
Fol lowing i s a record of the telephone conversation. 

J. 03 
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Resum1ng h1e remarks to t he group, after ho had concl uded his conversat ion with Cochran, the Secretary said , •wnen I get through with me press conference, I will call up George Harrison and explain what I have done. I am th1nlting fast. ll,y thought was - - the reason I particularly aeked Upham to be here wae , I t h ink Upham Ought to walk acroee t he street and see Eccles and tell h i m wha t we are doing. AnYbody see any reason why we ehould no t ?• All answered no. "I will call h im up, •the Secretary then said, •and tell hi m that we are making some new moves and I would lUte to have Upham see h im. • Taylor 'a collll!lent was, "It ' s J ust right , • and Upham eald, "f'1ne . • To Upham t he Secretary said, "And you keep eend1ng me reports on what you do.• 

The Secretary then gave instructions to i nv1te Bewley and Uallet to come in at t our o 'clock. 
Lochhead then sai d to t he secretary, "B.Y the way , 

104 

I tn1nk Apport 1& due down today and h e 1 s dropping l n with a copy of the tranelat1on. • The Secretary said , "Let h im come 1n to see me . We are keepir~ up t he cordiality -- we are taking ADbaeeador and Urs. Laboula,ye to the theatre t his week . • 

Addressing t.be group, the Secretary sai d , "Gentlemen, I wil l call up George Harrison aa soon as my press con­feren ce ls over and tel l him what. I have done. You fell~s can work on the cable and suppose you have some ot those cables ready tor me at about 12 : 15 .• 
Upham remained for the press conference and the Secretary sold to h im, "For Heavens sake! tell Eccles thle ls J ust tor h im and Ransome and for the moment it doee not. concern t heir at.aff. T11is 11 t or him ond Ransome ." Upham asked, "Tell them together?• The Secretary answered, "Yea, but lt does no t concern h i s Board . • 

Transcri pt of the Sec.rstary'e anawer a and the newspaper men ' s questions f ollows: 
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fo 1 J'e4eral a........ llaDlt of 1. T. 

Da t e: 1fe4nu!Sq, October 14, 1936 

llo . 6 . Confidential for Pruident llarrhon. 

On reciprocal coll41 tiona yarJr cable we contlno arJr asr-nt 

aell gold to 0111 ted Stat oa arJr legal parity congratulation• upon 

your ettorte pl .. ee tranalt Tr .. wry. 

( Si&Ded) GoftiM>Or Pranck 
lllulque latioDale de Belctqu.e 
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October 13, 1936 . 

Governor, Banque Nationale de Belgi que, Brussels . 

Referring to our cabl e of February 1, 1934 No. 2 we quote below 

informati on the text of two stat ements issued l ast night ~ tbe 

of the Treasury for release today : 

Supplementing the announcements made by him on January 31 and 

107 

1 , 1934, to the effect t hat t he Treasury would buy gold, and on 

31 , 1934 , referring to t he sale of gold for export , the Secretary 

that (hereaft er, and until , on twenty-four hours 

, this statement of intention may be revoked or altered) the United 

also sell gold for immediate export to, or earmark for t he 

of , t he exchange equalization or stabilization funds of those 

fUnds likewise are offering to sell gold to the United Stat 

such offerings of gold are at such rates and upon such terms and 

• •Fu,•uitions as the Secretary may deem most advantageous to t he public interest 

announces herewith, and will hereafter announce daily , the 

of the foreign countries compl ying with t he foregoing condition• . All 

sales of gold will be made t hr ough the Federal Reserve Bank of New York, 

agent of the United Sta tes, upon the followin g terms and cond~tions 

the Secretary of tho Treasury deems most advantageous to the public 

Sales of gold will be made at $35 per fine ounce, plus 

one-quarter per cent handling char ge, and sales and 

earl!l&rk:ing will be governed by the Regulations issued 

under t he Gold Reserve Ac t of 1934 (OIQUOTE) 

(\;,OOT&) The Secret ary of the Treasury today named Gr eet Br itain and Prance 

s complying with the conditions specified in his press release of October 

, 1936, for t he purchase of gold f roa the United States for immedi ate 

earaark (UN~UOTE) 

Regraded Unclassified 



108 
• 

( 
t 1 .... IIIII'.., • 3 

alllzaw .... ., •• '• Ia • Ollie-
a a ,., ,, " . 7 3 "' r 3 

011 S 111 U. 

.u liGII* 

• •ear liD .- - at~• ~ 1, 1IIIIUUt w • •• oa -. 

DIIIIOIIIU. C. - ..U.S III .. IMIB-• D Na QAIU ..a. -··g.• 
A/'1ill8~'~EVIIIW lAta - .,. ..... - O'UI" til - IIID 

OO t" *U' ..- • •• ... oo w-t. a .. .._...,.. 

t'IA't • .. ,. • • .,.... _. • ., • .._, .. -.. •••••• n ..... 

) 

Regraded Unclassified 



( 

C All. I 

........ .,.,_,_ld_ ........ ~ ..... 

.. ,., DOT 1 4 1936 

DJ I. to wme•a.. ,_ ••• ..,.'IIIID elM *'* ... -
OOLII tiMIAC!IC. I'MC!ICU .. 100 ....... tD 1111' AD -.&. OGU 

aCII .AIID to o• AD 1IIJ JUI!IID I'IIIP.IIID to aoaJPt OGU-. • 

TOO llf 01 ''WMDJI 10Uil .ICCOOif Ill MIK or IIOUIID IIIS&II f1l tD 

1'111* 1lllt JU&a CAIU CODI!l0111100 IIOCIU AI'PU !II mea 11ML 

AoC!J-

J09 

Regraded Unclassified 



COPY - OJJTGOIHG CABLBG!WI 

Foreign Exchange Division 
Exchange Section 

October 16, 19Z8 

Sveriges Riksbank, 

Stockholm 

We have coi!Clunicated your No. l2 to our Treasury and 

it is suggested that general question ot reciprocal dealings 

in gold be taken up by your Treasury wi t h our Treasury through 

t he Swedish Legation at Washington. If general question il 

decided through this channel we would be in position to di s­

cuss with you subsidiary questions such as are mentioned 1n 

your cable 

FEDElU.L R&SBRVS: BAN!t OF HEW YORK 
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cow of O&ble MAt '• :1111111: JaUOMlo u ~· l:iir tu 
Nral I!WD Jerk ot Jn JeO; 

october 15, 1936 

'D'·M.ur)' that U ual4 be MOOe.a"7 for the •Uor to be t.Da 

up l:iir tU 'D'ouurl .. of tU roepecu ... ~ ..... seta Ull'oacb 

4lp1-Uo chaziDele. 
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CAlli. I 

J'rCJill llaDit llatt=-1• a. ~h 
(AdmilliatraUon Centrale) 
Sofia, 'Jial&arla 

H3 

1'ol :Federal Reeern lleDk ot 1 . T. 

l)ahl ledD.••clal, Octobc 14, 1936 

JO. 1 

0 WISH oro llli 1IAil GOLI) JQl $600 1000 WBICl! oro lll Jlll'OSI 'BID 

II 'IH YOU. Q.UILJi FIUO'I Alii) SBWI. 
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Thursday 
October 15, 1936 
4:27 p. m. 

aMjr: Hello 
Gordon 
Rentschl~r: Hello, Mr . Secretary, how are you? 

HMjr: Oh, I ' m fine. 

R: Gordon Rentschler speaking 

B.Yj r : Yes 

R: I called back to tell you that we've thoroughly 
checked the whole situation again today. 

HMJr : Yes 

R: And t her e ' s no excitement in it at all and every­
body now seems to unders tand . 

BKjr : Fine 

R: I t hink the editorial in t he Times yesterday was 
very constructive. 

HJlj r: Yes 

R: Did you see it? 

HM jr : Well, I guess I 've r ead it but it didn't make ·a 
particular impression . I just don ' t happen to •• 

R: 

liYjr: 

R: 

BKJr : 

R: 

!Dljr : 

R: 

HMjr: 

R1 

Well, it was all right, and that plus the other 
things that have been done I think have got it all 
in the clear. 

Yes 

It' s moving very smoothly as far as we can see . 

Well, as ta.r as the co-ercial end ot it - ? 

Yes, the co-ercial end i s 1110ving very smoothly . 

Yes 

And our customers aren't concerned about it now 
they think they unqerstand wbat it's about. 

They do? 

So that I - I don't think you need to give it 
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BMJr: 

R: 

Blljr: 

R: 

BllJr : 

R: 

Bllj r : 

R: 

f!Mjr: 

R: 

H!Ajr: 

R: 

Blfjr: 

R: 

-2-

very much more concern. I don't believe there'll 
be much more discussion about it. 

Well, I think when you consider - two and a half 
weeks before Presidential election and that we 
bad the nerve t o take the move - I think that 
there's - I would sa,y that tbe comment waa 
excellent . 

Yes, I think it ' s all right; I don't think you 
need to concern yourself about it a lot 

I mean, when you ••• 

I ' ve asked Leo to keep me closely in touch and 
if anything does break out well, let me know. 

115 

Well now, let me ask you this. Have you seen an7, 
from your customers, any decided pick-up or falling­
off in any particular direction with any countries? 

No, nothing in particular as yet. 

I mean • •• 

I think it ' s a little too early for that . 

I mean that they didn't get any orders particularly 
from one place or sell any that there' s any 
particular shifting in the channels of trade. 

Ho, I don't think so as yet . I think it ' s a little 
bit too early t o see that registered. 

You do? 

Yes, I think the first thing you would see would 
be orders being placed and then you'd begin to 
get it in the money market afterwards . 

Yes, but I mean, you haven't seen it yet w1 tb your 
commercial accounts? 

Ho, with - no, nothing in that so far. 

Blljr: Yes 

R: But I don ' t t hink there is any question about 
fellows making plans to begin to work on a more 
positive basis . 
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!Dljr: 

R: 

HIIJr: 

R: 

HUjr: 

R: 

l:llljr : 

R: 

Hlljr: 

R: 

m.ljr: 

R: 

HUjr: 

R: 

m.tjr : 

R: 

-3-

On a more what? 

On a more positive basis . I think some of the 
directors take commitments for business 

abroad 

I think you ' ve got to let them have a week or two 
to soak in. 

Yes , well 

I rather expect to see that start some time after 
the election, don't you? 

Well, I don 't know, this thing bas moved so much 
faster than I ever thought it would move t hat -
just how quickly people take commerical advantage 
or a thing I don ' t know. 

Oh, they 111 move i nto it pretty pr omptly, but -

But, certainly 

I mean by"promptly"a month, rather than a week. 

Oh, yes - Well , that would be prompt, I mean • 

Tbatwould be very prompt . 

. . 
When you consider how many years we've bad behind 
us with nothing like t hi s. 

Oh, yes - Then or course, too, there's still a lot 
ot tear on what ' s gojng on in places like Spain 

Yes 

- and France; and then hearing these reports about 
something in Peru which we understand cennot be 
confirmed. 

Hllj r : Yes 

R: 

lilijr: 

R: 

But there's a lot of - there ' s a lot of unrest 
with relation/abroad you kno~ 

to business 
Oh yes, oh yes 

I think this is constructive in the right direction, 
it worked out just as well as we thought it would. 
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I!Uj r : 

R: 

Blljr: 

R: 

RllJr : 

R: 

IDijr : 

R: 

BJijr : 

R: 

f!II.Jr : 

R: 

HllJr: 

R: 

-4-

Yes - we laid the foundation last • • • 

Remember , I was overly optimistic at one stage 
of the game, but I think it was right . 

Yes, well we laid the foundation in June. 

Yes, I think it 's all right. 

Yes 

But if there's anything that goes askew or if 
you see anything that you want us to check why 
give us a ring . 

1.1 7 

Well, I just wanted t o make sure that everybody who 
is doing business betv1een countries understood it 
and you tell me they are. 

Yes , I think they do now. 

Well, that's fine . 

I think I think it' s all right . 

Thank you very much. 

All right, fine. 

Goodbye . 

Bye bye. 

• 
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Knoke: 

IDtjr: 

!C: 

HJtjr: 

K: 

HIAJr : 

K: 

IDtJr : 

K: 

IDIJr : 

K: 

IDtj r : 

K: 

IDtjr : 

K: 

Knoke 

Thursday 
October 15, 1936 
4:27 P• !D o 

Now, Knoke , how are you behaving? 

Oh, perfectly 

Perfectly? 

The market is entirely - is very quiet 

Yes 

- w1 t h no tendency one way or the other 

Yes 

And it certainly doesn ' t 1n ~ opinion ca~~ tor 
any intervention at ~. 

Bo, n.o - no, I haven' t 

Yes 

And everything else is nice? 

I '.; ' s - I t hink i t • s today so very very -
i t shoul d be. r 

Fine all right, thank you. 

All right, sir. 

the way 

1,.. 
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Operator: 

Knoke: 

BL!Jr: 

K: 

lllolj r : 

K: 

llloljr : 

K: 

E!Mjr: 

K: 

HliJr: 

K: 

Rlljr : 

K: 

IIMJr: 

K: 

Hl!Jr: 

K: 

Bliljr: 

It: 

BliJr : 

Yr. Knoke 

Yes, Mr . Secretary 

Thursday 
October 15, 19J6 
4:55 p. m. 

Well , now, bow are you putting that closing on? 

A half bid - nine sixteenths offered 

Vlell, t hat ' s all right . 

Yes, I think it ' s 

And we didn 1 t do a thing . 

llot a thmg; nor did tbe British today. 

Nor did tbe British? 

No 

What about the French? 

Well , the French, he told me over the telephone 
he had bought about a million dollars by noon 
time and I ' m still waiting for his cable giving 
the final figure . 

But the British didn' t do aeythingand we didn ' t? 

That's right . 

Well, that's ---

All the Br itish did was to offer fifteen bars of 
gold in the London market this morning which is 
equivalent to support of sterling. 

Yes, well , I ' d say that was the mini- that's 
almost doing nothing. 

Surely, - I s aid - - that shows - I mentioned it 
merely because I think it shows t he intention . 

Right - thank you. 

All r ight, s i r. 

Goodbye. 
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'OLD STOCKS or THE u.s. TODAY SET AN ALL TINE HI'H WHE. THEY PASSEl 

THt 111,ooo,ooo,ooo NARK. 

A STEADY 1•no11 or 'OLD Flott AIROA.D WAS SHOWN TO HUE llOOSTII THE 

STOCKS TO 1111 001,612,76• ON THE .DAILY TREASURY STATEMENT FOR OCT. 

13. 

WCHS.O 

ADD 'OLD 

SECRETARY MOR,ENTHAU SAID THAT THE INCREASE IN 'OLD STOCKS , HA~ 

NOTHIN' TO DO WITH THE A'Rtt"INT AMON' THE U.S., 'REAT IRITAIN AaD 

TO I'IRM IT THE IUYIN' AND SELLIN' OF 'OLD AMON' THEIR STAIILIZATION J'UIIDS, 

EFFECTIVE TUESDAY. 

HE EXI'LAINED THAT THE INCREASE lEI'tESENTED 'OLD THAT VAS IN TRANSIT 

WHEN THE A'REIMENT VENT ~NTO , EFFECT. HE INDICATED, HOWEVER, THAT THE 

tREASURY EXPECTED TO NAINTAlN SECRECY AIOUT TRANSACTIONS UNDER THE 

ACRttNENT. 

UNDER THE RECENT Til-NATION A,IEEMEWT, ClEAT IRlTAIN, TNI UNITID 

STATtS AND FIAWCE PLED'ID THINSILVES TO USE THill STAIILIZATJ~ fVNII 

TO I'MIVENT VIII FLUCTUATIONS IN tACH OTHERS CURRENCIES. 
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DOl JOKES - October 15, 1936 . 

I 'IJ...O J. 
MO~GENTHAU \AYS GOLD STOCKS INCREASED 

NO - RELATION TO NEW AGREEMENT Cjif:J\ <_; \ 1
1

0 
WASHN- SECY MORGENTHAU SA I D TODAY THAr 

HAS 

THt INCREASE IN GOLD STOCKS TO BRING THE TOTAL 

~EYOND THE I I 000 000 000 DLR MARK WAS NOT 

QUE TO ANY DEVELOPMENTS IN CONNECTION WITH 

THE GOLD AGREEMENT BETWEEN THE U S GREAT 

BRITAIN AND FRANCE- HE PO INT ED OUT THAT THE -INCREASE OCCURRED OCT 13 AND THAT THE IMPORTS 

RESULTING IN THE INCREASE WERE IN TRANSIT TO 

THI S COUNTRY BEFORE THE GOLD EXCHANGE AGREEMENT 

WAS REACHED 

ADD MORGENTHAU 

WASHN- MR MDRGENTHAU STATED THAT HE COULD 

MAKE NO COMMENT TODAY ON ANY FURTHER DEVELOPMENT 

-S IN THE GOLD PROGRAM BETWEEN THE THREE COUNT 

-R IES 
DISCUSS ING THE PRICE AT WHICH THE THREE 

CO UNTRIES WILL SELL EACH OTHER GOLD THE 

SECRETARY STATED IN RESPONSE TO QUEST I ONS THAT 

IF THE TREASURY WANT ED TC BUY GOLD WITH THE 

CURRENC IES OF GREAT BRITAIN OR FRANCE THERE 

WOULD HAVE TO BE A PR I CE FIXED FOR THE 

PURCHASES- THIS WAS TAKEN TO MEAN THAT THE 

TREASURY HE~E IS RECEIVI~~~ION -FROM ~OTH PARIS AND LONDON OCT 15\936 
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1 ')? ....... 

/I. I ~ 9C6L S 1 1:>0 
ADD MORGENTHAU 

WASHN - SECY MORGENTH AU STAT ED THAT 

HE HAD NO COMM~NT TO MAK E ON THE RAD IO --
SPEECH OF CHA I RMAN JO NES OF THE R F C IN 

WHICH THE LATTER EXPRESSED CONF IDENCE THAT 

PRESIDENT ROOSEVELT WAS WI LLING TO HAVE 

THE UNDISTRIBUTED PROFITS TAX LAW ADOPTED 

~y CONGRESS LAST YEAR REVIEWED AND MOD IF I ED 

~y CONGRESS AT THE COMING SESS ION - THE 

S ECY HOWEVER STATED THAT THE CONGRESS I ONAL 

STUDY OF THE TAX STRUCTURE WAS PROGRESS ING 

AN D THAT EXPERTS ON CAPITOL HILL HAVE FRE­

QUENTLY REQUESTED FROM TREASURY CERTA I N 

TAX DATA INCON NECT I ON WITH THE STUDY 

TH~ SECY SA ID THAT TRANSACT I ONS MADE BY 

THE UNITED STATES UNDER THE GOLD AGREEMENT MIGHT 

ULTIMATELY BE REFLECTED IN THE DAILY QUOTED 

F IGURE ON GOLD STOCKS IN THE TREASURY - HE D ID 

~OT HOWEVER BELIEV E THAT TRANSACTIONS WOULD 

BE MAOE PUBLIC DAILY 
THE SECY HAD NO COMMENT TO MAKE ON THE 

STATEMENT BY THE BELGIAN AMBASSADOR ~T THE --STATE DEPT ON WEDNESDAY THAT HI S_ cauNTRY -- -WAS WI LLING TO COOPERATE I N THE EXCHANGE 

AGREEMENT 
T~E SECY SAID THAT NO NOTE HAD BEEN 

RECEIVED AT THE TREASURY FROM BELG I UM RE-

QUESTING THE R IGHT TO PART ICIPATE I N THE GOLD ---
EXCHANGE .~GREEMENT BE'!"WEEN UN I TED STATES 

GREAT BRITA IN AND FRANCE 
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ADO MORGENTHAU 

BUT THAT THE PRICE IS NOT BEING MADE PUBLIC 

ALTHOUGH THE UNITED STATES HAS PUBLICLY AN NOUN­

CED ITS PRICE OF 35 OLS PER OUNCE 

THt SECRETARY STATED THAT THE 200 000 000 

OLS ON BALANCE IN THE RESERVE BANK IN NEW YORK -
OUT OF THE 2 000 000 000 DLS STAB I L IZATIOH 

FUNO IS SUFF ICIENT TO TAKE CARE OF THE UN I TED 

STATES PART OF THE AGREEMENT TO EXCHANGE GOLD 

BETWEEN THE 3 COUNTRIES ocr ' " ,O'X' 

9£6l s u~o 1 f. ~ 
ADO MORGENTHAU 

WASHN- THE GOLD STOCKS OF THE U S PASSED 

THt ELEVEN BILLION MARK ON OCT 13 ACCORDING 

TO DAILY TREASURY STAT EMENT WHI CH SHOWS THAT 

THE GOLD ASSETS IN THE TREASURY WERE 1 I 001 

612 764 OLS ON THAT OAY VS 10 98S 64 1 5 00 OLS 

ON OCT 12 

I 
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COL. AYRES DO'Ii JONES 

cc~ober 15, lQ~6 
( ro e: 56 am) 

October 15 , ~9~. 

Col. Leonar d P. AYr es l n Clevel and Trust Co , 'Wlletln 
uecl8res if all import3nt countries continue t o operat e wi t h 
budgtt de!icite their curr encies ornnot be kept stab111~ed with 
one sn~th r no mRtter bow their secret runds a r e manlpulnt ed, 
Prcaent •· .latlonahlps between the i mportant currencies are 
about • et · '"" were when th1S cycl e or dev:U.uati on started. 
7be bulletl. :tates , ·~e cooperati ve agr eement ls an attempt to 
~old them t~~~e. It le a worthY undertokins and rar better 
than a rcl ps int o :onetorJ cowpetit1on. A r eturn t o sound 
currencl e would be bett~r yet. • 
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Wlmotl DOW J OI\ES - October lS, 19!6. 

- - OCTl 5 19'36 J '?<' ) 7 I 
\ 1 / BANK OF ENhLANr STATEMENT AS OF OCT 14 

SHOWS CIRCULATION 446 367 000 PDS VS 450 8 4 2 

000 PDS ON OCT 7 - RAT IO 40 8 PC VS 39 3 PC -

BULLION 249 732 000 PDS VS 249 751 000 PDS~ 

AD D BANK OF ENGLAND S TATEMENT 

LONDON -

CIRCULATION 

PUBLIC DEPOSITS 

PR IV DEPOSITS 

8 ANK ERS ACCT 

OTH ACCOUNTS 

GOVT SECUR 

OTH SECUR 

OC11 ~JmSaANK 
DISC AND ADV 

SECURITIES 

RESERVES 

PROP RES TO LIAS 

BULLION 

tiANK RATE 

OCT 14 

446 367 

31 616 

123 387 

82 156 

41 231 

eo 368 

28 930 

OF ENGLAND 

9 5 5 3 

19 377 

63 366 

40 8 PC 

249 732 

2 PC 

OCT 7 

450 842 

2 4 752 

125 134 

84 192 

40 942 

79 753 

28 860 

STAT EMENT 

9 291 

19 569 

58 909 

39 3 PC 

249 751 

2 PC 

IN ABOVE FIGURES ARE I N POUND STERLING WITH 

000 OMITTED 

- n-

OCT 15 1936 
BANK OF ENGLAND RAT E UNCHANGED 

LONDON - THE BANK OF ENGLAND MADE NO CHANGE 

IN ITS DISCOUNT RATE OF 2 PC 

-0-
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DOl' JOI\TS - October LS, l!e6. ' .. 7 

FRENCH BANK RATE REDUCED TO 2 PC FROM 

2 1-2 PC q f 0{) 
PARIS -BANK OF FRANCE HAS REDUCED DISCOUNT 

RATE ro 2 PC FROM 2 1-2 P~CT 15 19'J6 
-o-

) ANK OF FRA NC E STATEMEt'll J ~~rQ\. 1 l: I.J..N 

~ARtS- STATEMENT AS OF OCT 9 SHOWS GOLD 

62 358 000 000 FRANCS VS 57 358 000 000 ON OCT 

2- CIRCULATION 85 778 000 000 VS 86 026 000 000-

RATIC 63 38 PC VS 60 47 P~ 

-o-

ADO FRENCH SANK RATE REDUCED 

PAR IS- ADVANCES ON BONOS WERE REDUCED 

TO 3 PC AND ON 30 DAY LOANS TO 2 PC 

-o-

Regraded Unclassified 



AD O BANK OF FRANCE STATEMENT 

PARIS- IN FRANCS AND 000 000 OM I TTED 

GOLD 

SIUHT BAL ABROAD 

NEG BILLS BOT ABRD 

COMM B I LLS FRANCE 

AOV AGNST SECUR 

30-0AY ADVANCES 

NEG BONOS OF S F 

TEMP AOV TO STATE 

CIRCULATION 

TOT CR CURR ACCTS 

TREASURY 

SINKING FUND 

PRIVATE 

TOT S IGHT LIAS 

RATIO 

BANK RATE 

-A- REDUCED TO 2 PC 

-a- RAT!: WAS RED UCED 

AND TO 2 1-2 PC ON OCT 8 

FOOTNOTE -A- SHOULD 

OCT 15-

OCT 9 

62 358 

17 

I 464 

7 267 

3 645 

826 

5 639 

12 302 

85 778 

12 603 

I 5 14 

769 

9 212 

98 38 1 

63 38 PC 

-A- 2 PC 

OCT 9 

ON OCT 2 

OCT 2 

57 358 

IS 

I 464 

7 528 

4 007 

626 

5 639 

12 304 

86 026 

8 827 

5 92 

I 536 

6 616 

9 4 854 

60 47 PC 

- 8 - 3 PC 

TO 3 PC 

READ - REDUCED TO 2 PC 

()N;I g l l:lO 
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BANK OF FRANCE \\1~ 
PARIS -~DRESS ING SHAREHOXOERS OF BANK OF 

FRANCE GOVERNOR LEBEYR I E REFUTED INSINUATIONS 

THAT THE SECRECY OF THE OPERATIONS OF THE EX­

CHANGE FUND WOULD P ERMIT FALSIFICATION OF THE 

WEeKLY STATEMENTS OF BANK OF FRANCE PART I CUL­

ARLY IN THE ITEM OF GOLD RESERV ES 

HE ADMITTED THAT INASMUCH AS THE FUND MUST 

~UY AND SELL GOLD WI TH THE BANK ITS OPERAT­

IONS MUST AFFECT THE WEEKLY STATEMENTS OF CON­

DIT ION OF THE BANK BUT HE DECLAR ED THAT THE 

GOLD RESE RVE THERE INSCRIBED MUST CONT I NUE TO 

BE LESS THAN THE TOTAL MONETARY RESERVE WHICH 

FRANCE POSSESS ES 

HE AD DEO THAT THE WEEKLY STATEMENTS WOULD 

NEV ER D ISCLOSE TH~ TOTAL RESERVE BECAUSE THE 

RELATIVE PROPORTION OF GOLD AND NOTES CONSTIT-

UTING THE FUND WOULD 

VARY 

~ ASSERTED THAT 

ARB I TRARILY BE MADE TO 

oc1t5d 
THE SPECULATIVE OPERATIONS 

BASED ON MOVEMENTS OF THE GOLD RESERVE OF THE 

CENTRAL BANKS COULD ONLY COMPROMI SE TH E EFFORT 

TOWARD GENERAL STAB ILIZATION OF EXCHA NG ES 

WHICH CENTRAL BANK GOVERNORS AT THEIR RECENT 

MEETING IN BASLE RECOGNIZED AS INDISPENSABLE 

FOR ECONOMIC EOU IL IBIRUM OF THE WORLD 

HE CONCLUDED BY SAYING THAT THE VARIATION 

IN THE GOLD RESERVES WOULD 

P UBLIC ONLY WH EN IMPORTANT 

BE KNOWN BY THE 

MOV EMENTS DEVELOP~ 
TO WH AT EXTENT THE EXCHANGE FUND-S GOLD IS 

INCLUDED IN RESERVES OF THE BANK OF FRANCE 

AN O THE FUND-S NOTES ARE INCLUDED IN THE TREAS-
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URY-S BALANCE OR IN PRIVATE DEPOSITS WITH THE 

~ANK OF FRANCE REMAINS THEREFORE PURE GUESS­

WOHK 

A 2 PC BANK RATE HAS NOT BEEN IN EFFECT 

S INCE THE SUMMER OF 1931 

-0-

FRENCH DEHOARD ING MONEY 

REDUCTION IN DISCOUNT RATE OF 6ANK 

OF FRANCE THIS MORNING TO 2 PC THE LOWEST 

LEVEL SINCE 19 

3 
I WAS ACCOMPANIED BY 

DEFINITE INDICATIONS THAT FRENCH PEOPLE AR E 

~EG INNING TO OEHOARO MONEY AS WELL AS A 

RED UCTION I N EMERGENCY DEMAND FOR BANK OF 

FRANCE CREDI Y 

GOLD RESERVES OF BANK OF FRANCE iNCREASED 

AN EVEN 5 000 000 000 FRANCS - WHILE THIS 

INCREASE PARTLY REFLECTS SOME OFFICIAL EXCHANGE 

OPERATIONS THt INCREASE IN GOLD RESERVES WOULD 

TEND TO CONFIRM RECENT AUTHORITATIVE STATEMENTS 

MADE I N PARIS TO THE EFFECT THAT A RETURN 

FLOW OF GOLD IS TAKING PLACE AT A HIGHLY SAT­

ISFACTORY RATE 

NOTE CIRCULATION ITSEL~ DECLINED ONLY 248 

DOO 000 FRANCS - THIS DECL INE IS NOT 

SIGN IFICANT AS THE TOTAL CIRCULATION FLUCTUATES 

AND THE REDUCTION I S NOT AN ABNORMAL AMOUNT 

A REDUCTION IN CIRCULAT I ON OF BANK OF 

ENGLAND BY 4 475 DOO PDS HOWEVER IS HIGHLY 

S I~NIFICANT - A SEASONAL REDUCT I ON TAK ES 
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PLACE IN THIS WEEK BUT DECL I NE THIS YEAR IS 

LARGEST SHOWN FOR CORRESPONDING WEEK OF ANY 

RECENT YEARS - IT COMPARES WITH A REDUCTION OF 

2 497 000 PDS IN SAME WEEK LAST YEAR 

NO TE CIRCULATION OF BANK OF ENGL AND HA D 

SWOLLEN TO ABNORMAL PROPORT I ONS BY THE 

FRENCH DEMAND FOR HOARD ING PURPOSES - A 

GREATER THAN SEASONAL RED UCT I ON THEREFORE 

P OINTS TO PROBABIL ITY THAT SOME OF THE 

131 

HOARDED BANK OF ENGLAND NOTES AR E BEING RETURNED 

THIS ALSO IS CONF IRMED BY A COMPARISON 

OF CIRCULATION FIGURES EACH WEEK FOR PAST 

TWO MONTHS WITH CORRESPONDING WE EK OF LAST 

YEAR - wHeN SEASONAL CIRCULATION PEAK WAS 

REACHED ON AUGUST 5 CIRCULATION WAS 42 571 000 

PDS HIGHER THAN COKRESPONDING WEEK OF PREVIOUS 

YEAR - THE SPREAD GREW STEADILY WIDER UNTIL OCT 

7 WH~N CIRCULATION WAS 48 727 000 PDS HIGHER 

THAN A YEAR AGO - TH IS WEEK THE SPREAD NARROWED 

TO 46 749 000 PDS THE FIRST T IME THAT 

TH~RE WAS A SUBSTANTIAL NAR ROWING OF THE SPREAD 

DURING THAT PERIOD 
CURRENT STAT EMENT OF cONDIT ION OF THE BANK 

OF FR AN CE SHOWED THAT THE FORMER HEAVY DEMAND 

F RO M PR IVATE SO URCES FCR BANK OF FRANCE CREDIT 

IS BEGINNING TO DECLINE - THIS WAS SHOWN BY A 

DECLINE OF 261 000 000 FRANCS IN THE PORTFOLIO 

OF COMMERCIAL DISCOUNTS OF 422 000 000 FRANCS 

IN ADVANCES AGAINST SECURITIES AND 500 OOr 000 

FR ANCS IN THE AMOU~T OF 30 DAY ADVANCES 

- o-
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ADD FRENCH BANK STATEMENT 9£61 g l 
PARIS- REFLECTING HEAVY INFLOW OF FUNDS 

FROM ABROAD THE BANK STATEMENT SHOWS THE 

HluHEST TREASURY BALANCE S I NCE END OF 1934 AND 

THE HIGHEST PR IVATE DEPOSITS SINCE JULY 1935 

THE FORMER INCREASING BY gOO 000 000 FRANC~ 

AN D LATER BY 2 597 OOD 000 

GOLD INCREASE OF EXACTLY 5 000 000 000 

FRANCS PRESUMABLY INDICATES THE EXCHANGE FUND 

IS SELLI NG A PORTION OF ITS 10 000 000 000 FRANC 

-S METAL AGAINST NOTES IN ORDER TO ABSORB OFFERS 

OF STERL ING AND ODLLARS~BUT AS GOVERNOR LEBEYR­

IE HAS WARNED NO DEFIN ITE CONCLUSIONS CAN BE 

DRAWN THEREFROM ABOUT THE POS ITI ON OR OPERA­

TIONS OF THE F UND 

IN~LUX OF FUNDS HAS PERMITTED REDUCT ION 

IN ~ANK RATE AND CONFORMS WITH GOVERNMENT-S 

POLICY OF MAKING S HORT AND THEN LONG MONEY CHEAP 

BOURSE WAS FAVORABLY IMPRES SED WITH THE 

BANK STATEMENT AND RENTES AFTER A RELAPSE AT 

THt OPENING LATER MADE UP THE LOSSES 

-0-

132 

Regraded Unclassified 



H. M.Jr: 0 ello . 

October lo, 1936. 
D : 35 A. Jl . 
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Stanley High: Good morning, sir. 

H. li .Jr: 

H: 

H. K.Jr: 

H: 

Ho1' are you? 

I'm fine, tnank you. 

Good . 

In the first place, I wonder if you would be willing 
to • • • You ~sked me about somebody who might be of 
some assistance to you. 

H. IA .Jr : Yes. 

H: 

R.!.I . Jr: 

II : 

II . ld . Jr : 

R: 

B. ·• . Jr: 

a: 

H. IJ .Jr: 

H: 

J:L li. Jr: 

H: 

a.u. Jr: 

H: 

H. M.Jr: 

Now then, I ha ve a gre~ t deal of respect for the 
judgment a nd the phrase-making ability of Tom 
Corcoran. 

Yes. 

Now, Tom would be delighted to help you. 

Yes. 

If you would be willing to have him . 

I see . Well. • 

Anything you wanted to oo; I mean come 1n at the 
last minute or early or anything else. 

Let me think that over, huh? 

All right, sir. 

And , here ' s the thought ••• 

Yes. 

We've been t alking it over here . !low, who ac t ually 
handles this business? You handle it? 

I can' t understand that. 

Who llandles the dinner? Do you handle it? 
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H: 

H. l . Jr: 

8: 

H. !I! .Jr: 

H: 

H. ll . Jr : 

II : 

H • .l. Jr : 

H: 

B. :.t . Jr: 

H: 

H. :.I . Jr : 

H: 

II . 14 . Jr: 

H: 

H . ll . Jr: 

H: 
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No, Joe's handling - Joe Kennedy ' s going to preside. 
I've got charge of all the a rra ngements, but I •m not 
going to say anything , I don ' t think. 

But I mean Kennedy is going to preside . 

Yes, Kennedy will presi de . I may int roduce Kennedy; 
I don ' t know. 

I see . •iell 
announce it . 
\'le 1 re saying 

~~en, this questi on of who's going to 
I mean t hey ' ve heard about i t here . 

nothing at this end of the line . 

Yes . Well , we haven ' t said &1'\Ything either . 

Well, are you going to announce it? 

Yes, I'll announce it . 

Well , the answer to this thing is that we shouldn ' t 
have any title . 

Yes . 

Just say the Secretary of the Treasury is going to 
speak. 

Yes, that ' s ho" tney usw.lly do it . 

Now, tne other taing is this: I've spent one hour hare 
wi th f!1Y sta ff , and they s ay tha t what I 1 ve outlined , 
what I want to say, I c an ' t s ay under JO minutes . 

Yes . 

No., , they soy !t ' s the only time I ' ve talked ond it ' s 
ridiculous to try to say i t in fifteen minutes. I 
don't know whether t hey 're r i ght or not . As I under­
stand from Kennedy, who seems quite enthusiastic 
about my coming up. • • 

Yes . 

I•m t o be - he ' s to be - the President will talk over 
the r adi o . 

Yes. 

Regraded Unclassified 



H.IA. Jr: 

1! : 

H. !J . Jr: 

1! : 

H. M. Jr : 

H: 

H. !l .Jr: 

H: 

H. M. Jr : 

H: 

H. M.Jr: 

H: 

H.¥ .Jr: 

H: 

H. M. Jr: 

H: 

EI . N. Jr: 

H: 

H. ll . Jr: 

H: 

H. I.I . Jr: 
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Then Kennedy ' s going to introduce me and I ' m the 
only speaker . 

Yes . 

lYell noN, do I s peak on the a ir or ao I Jus t talk 
t o the audience? 

It ' s on the air. 

I do . 

But 1ve - the only point was we only had half on hour . 

Sure . 

And the President probably should take about six or 
seven minuLes . 

I see . 

He certainly won' t t alk more tha n seven mi nutes . 

I see . 

Which we sort of figured would have left about 
twenty-one or -tNo . 

Well, I di an' t know that . You t oink he ' ll talk 
a bout seven? 

I t hink that he certainly won • t tlllk more than thHt . 

\'/ell, tha t lea ves me twenty or twenty-one minutes . 

Yes . 

Well , we'll put it into that, that's all . 

That ' s - t hat would be fine , because that would Just 
keep us ins i de t he ltmit very nicely . 

I won' t pull a "Frances Perkins" on you. 

Ha , ha, ha ; that Nas terrible . 

Yes. Now, let me ask you: Do you know already wha t 
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H: 

B. 'l . Jr : 

H: 

H. M.Jr: 

H: 

H. M.Jr: 

H: 

H. ',!. Jr : 

R : 

8 . M. Jr: 

8 : 

H. ll . Jr: 

H: 

B. 'l. Jr: 

H: 

B. !.I. Jr: 

B: 

H .11. J r: 

8 : 

- 4 -

station i t' s going to be? 

What s t at i on? 

Yes. 

It ' s going to be coast-to-coast, ana it ' s going to be 
on, as I recall it, t he - I'm not sure whet her it ' s 
the Red or the Blue Networ k of N. B. C. In fact, I 
don't know t he hook-up, but it ' s coast- to-coast . 

But you don• t know wha t sta tion. 

No , I was just told it 1 s Columbia; it ' s Columbi a . 

Columbia; good . Do you Know wha t time? 

The time will be ten to ten-thirty; and the only 
thing I haven ' t settled is whether the President 
wants to speak f i rst or second . 

I see . 

I thought I ' d ask him abou~ thvt . 

Naturally . 

Yes . 

Nell now, for instance, wh:m I go on do I speak to tbe 
other d inners as well, or jus t. • • 

Yes, you ' ll be speaking to the other dinners too . 

I see . 

Yes . 

No", of course, wr.en I do this - I mean I am very 
particular about tbe number of words . 

Yes . 

See? And if you say • •• I do a hundr ed words a 
minute . 

Yes. 
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H. U. Jr : 

B: 

H . 1,1 . Jr : 

8 : 

8 . W. Jr : 

8 : 

H. II . Jr: 

H: 

a.:s. Jr : 

H: 

B. M. Jr : 

8 : 

H.M. Jr : 

H: 

H . M. Jr: 

H: 

B . II. Jr : 

H: 

H. 'i. Jr : 

1_37 
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Can 't do mor e than that . 

Yes . 

So if you t el l me i t ' s t wenty minutes or e i ghteen 
mi nut es , wha t ever it is, I ' ll sti ck within tha t, 
you s ee . 

I think if you figured on t went y minut es, i t gives 
us plenty of chance for t he i ntroducti on, you know, 
and plenty of elbow r oom. 

Well , t wenty minutes for me is two thousand words . 

Yes . 

That ' s fine . 

Well , supposing I keep it within that . 

I t hi nk t hat would be the safest t hi ng to do . 

Right . 

Oh, fine . Now, wi ll you let me know if you have a 
thought on Tom Corcoran, that is, you want any help 
on it, ! 1 11 be glad to get in touch wi t h him right 
away . 

Well , I kno~ him moderately well . I meant be ' s 
never worked with us, and t ha t ' s the only r eason 
why; I don' t know how he ' d feel about i t . 

Yes . 

But I know he ' s very a ble and I admire his abilit y . 

Yes . 

And, Just let me turn it over . • • 

All right , sir . 

••• because i t ' s a quest i on of studying t he rela­
tionship between people . I mean, you know • • 
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H: 

H. &l . Jr: 

H: 

H. :II . Jr : 

H: 

H.M. Jr : 

H: 

li . ILJr : 

H: 

H. \I . Jr : 

H: 

H. 'J.Jr: 

1:1 : 

R. M. Jr : 

1:1: 

H. II . Jr : 

il : 

B.M. Jr: 

H: 
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That ' s quite ell right, sir . 

Wha t ? And I don ' t want Corcoran to get the idea that 
v.·e don 1 t want hlm, but . 

Uo , I • • He ' d understand, I'm sure , anything about 
that, but he ' s just a nxious to be helpful or to do 
nothing . 

Have you said a nything to him? 

'llell, no; I asked him whether or not he was goi ng t o 
be free over the weekend . 

Oh . 

And he said he would . 

I see . ,,ell, I ' ve started our boys and I've gi ven 
them so much stuff that t hey say they won ' t be able 
to be reucty until Monday . 

Yes . Good . 

But I ' ll have it i n plenty of time . 

Fine . 

.t.nd I outlined •••• What I'm going to a t tempt to 
do i s to lay this goa t in place . 

Yes . 

And that ' s what I ' m going to do . 

Oh, that ' s swell. 

And tha t' s what I •m going to do- this "bogeyman" 
which they ' ve raised, I'm going to try and lay it . 

Taat ' s grand . 

And· I don ' t - .vhat I ' m going to talk, I 'd l i ke to not 
have i t known, so that they won't be pr eparing t o 
answer. 

Yes, I thi nk t ha t ' s much bet ter strategy . 
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I! .M.Jr: 

1! : 

H. l.I . Jr: 

H: 

I:I . M. Jr : 

B: 

H. :l. Jr: 

H: 

H.M. Jr : 

H: 

H.M. Jr : 

8 : 

H. LI.Jr : 

H; 

H. r.I .Jr: 

H: 

H. M. Jr: 

8 : 

H.li.Jr : 

H: 

But I'm going 
President and 
we got it, do 

Yes. 

- 7 -

to t alk on 
infl a tion . 
we have to 

just one 
Have Ne 

fear it? 

thing - the 
got i t , haven't 

And I think, after talking to Joe, and talking to 
my f a ther - they both feel tha t that is the most 
important thing . 

Vlell , I think that's absolutely right . 

·fihat do you think? 

I think it ' s absolutely right; I think it's the 
biggest question to be answered . 

AoJ it hasn't been answered . 

llo , it oasn ' t been talked about at all. 

No . 

No . 

Well, and that ' s why I thought better no title. 

All right, sir . 

tiow, Steve Gibbons is in the room with me . 

Yes. 

He ' s coming up Sunday or Monday . 

Yes . 

And he ' s going to work with Joe and help put this 
across . 

Yes . 

And we have lot of f riends up there; I have lot of 
friends up in New York, and I don ' t t hink you 1ll 
have any trouble fllling the hall. 

Well, that ' s - I know there won ' t be a ny trouble 
about it . 
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H. IJ .Jr: 

H: 

H. ll .Jr: 

H: 

B. J.I .Jr: 

8 : 

R. Jd .Jr: 

B: 

H. II.Jr: 

B: 

H. U. Jr: 

H: 

H. N.Jr: 

B: 

H. ld .Jr: 

H: 

B. !I .Jr: 

8 : 

H. li.Jr: 

8 : 

R.N.Jr: 
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How much you going to charge? 

Five dollars. 

Five dollars , huh . 

Because ~e want t o make i t self-financing . 

And where you going to have it? 

Waldorf. 

I see. 

Yes . 

Fine. 

All right, sir. 

And then, you•re going to take care of the 
announcement? 

Yes, I am . I ' ll pick tha t al l up. 

!40 

I think - I mean that inasmuch as it ' s around here, 
I t hink that. . • When you going to do it? 

Well, we ' ll probably have a - I'm going to have a 
consultati on about that today. I think the first 
announcement will be in the paper on llonday, because 
we ought t o have the chance for people who want to 
come on the basis of the announcement, to get their 
word back to them. 

Right . 

Yes. 

All right. 

All right, s ir. 

Thank you. 

Thank you very much. 

Goodbye. 
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Dr . 
Lubill: 

B. ll.Jr: 

L: 

B.M. Jr: 

L: 

B.loi .Jr: 

L: 

B.K.Jr: 

L: 

B.M.Jr: 

L: 

B.Ji.Jr: 

L: 

B. II.Jr: 

L: 

B.M.Jr: 

L: 

Bello, llr. Secretary. 

How are you? 

Fine. 

October 15, 1936 
10: 55 a .a . 

Dr . Lubi n, would you be ready tomorrow morning 
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to give me a short lecture on the cost of livi ng , 
what you ' ve got? 

Sure - certa!nly. 

You could do that? 

Yes . 

Would you - could you come over her e, say about 
11 o ' clock? 

Certainly be glad to. 

And then - I mean bring me up to date. By that 
time, I'll have a cleara nce on that money that you 
need. 

Yes . 

See? 

I ' d love to do it. 

All right, but I mean, I 1d like to be brought up to 
date on it. 

Yes, all right, fine. 

Thank you ver y 111ucb. 

Don' t mention it. 
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lpera tor: 

,j,Jr: 

Oper tor : 

High : 

R.M. Jr : 

U: 

l! .!l .Jr: 

R: 

ll . .:J . Jr : 

H: 

H • .:J . Jr: 

H: 

H. 1.Jr: 

II : 

R. III.Jr : 

tl : 

II .M.Jr: 

llello? 

Mr . High . 

O.K. 

Go ahead . 

Hello? 

Yes, - Morgenthau. 

October 15, 19)6 
11 : 00 a .m. 

Mr . Secretary, how are you today? 

I ' m pretty well, thank you? 

How did you like the President ' s speech last 
nil:lht? 

uell , I - you - you say first . 

(Laughs) Well , of course, I thought it was a 
very - the kind of a speech that ' s bound to be 
very popula r. 

Welt , I prefer his Syracuse speech . 

Yes, Nell , of course, I did too, for that matte r 
(laughs) . 

Yes. 

Here ' s the thing t had particular ly 1n mind . I 
talked to him in Kansas City about this Business 
men 's Dinner -

Yes . 

- and after we had talked about it, and I•d gone 
over the whole thing here, the decisi on was to 
postpone it until the 2)rd. Now we•ve - we've got 
i5 business men - we 've got 15 cit!es in which 
simultaneous dinners are going to be held , end 
«e ' re sending out people like Ur . Roper and Jesse 
Jones, and so forth , speaking in these various 
places, and the Presi dent is going to make his 
radio talk from Hyde Park if he doesn ' t oome down 
to this !lew York show. 

Yes. 
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H: 
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H: 
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H: 
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Now, I - (laughs) - I asked him to have his per­
mission to ask you to come to t he - to be our 
guest of honor a t the meeting here . Of course , 
that ' s whet everybody wants here, and he - he 
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was very anxious t ha t I do that, and we •re going 
to have, I tnink, about 1500 business men present, 
and an extraordinarily fine crowd a t the speaker ' ~ 
table; a nd I wanted to clear thet with you right 
away . 

Well , I don ' t know- it's getting so - so - so 
short now that - so near and I've got so much 
to do down here, I - I just wonder whether I - I 
should go and can go and so forth and so on. 

Well , of course, we - we •.vere - we were banking 
heavily on the possibility of your - of your 
presence . ~verybody is sort or -

Well , I mean, I 1m a very frank person, and it 
seemed t o me that when you wanted it before, 
people like, you s a i d, ~r . Watson and Ur . 
Gerard seemed to object - now what - what di f­
ference is there this week t ha t there wasn ' t 
last week? 

Well , except for the fact that we wanted more time 
to work on it, and we had several preliminary 
matters to get out of the way, including the 
President ' s own schedule . 

Yes. 

We wanted it at a time when he could make the speech . 

Yes . 

And he felt that if we had it thi s week, he couldn 't 
possibly do it from out there. 

But your i dea i s just t o have me come up there a nd 
sit there like a -

No, whet - if you a sk me really frankly, what we'd 
like t o have you do, we ' d like to have you make a 
little t alk . 

Yes . Well, let me talk it over with some of my 
people here -

All right . 
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H: 

B. J . Jr : 

tl : 
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f! : 

li . ll . Jr: 
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- and I ' ll give you an answer this afternoon. 

Well , I ' d appreci ate that very much. 

Are you going to be around? 

'44 

Yes, sir, I'll be at the Co~ittee this afternoon. 

\Yell , supposing I s ay that I 1 11 call you at 4: JO? 

Well , thAt will be perfect l y fine . 

But I - I sort of got the feeling that some of the 
people up there just os leave no t have me, ond i t ' s 
sucb. an effort on me, and Lhat -

Well, as a matter of f ac t , everybody up here feels 
that the dinner - that the one chief thing in the 
dinner i s ha ving you present. 

Well , you sound as though you ' ve been associ a ting 
with diplomats . 

(Laughs). Well , no, but that - that' s tho feelin6 . 
I talked this moraine to Joe Kennedy and to several 
others of them . 

Yes. Well , how does the Presi dent feel? 

He - ne wos very anxious . He was the one who parti­
cula rly - spoke to me parti cularly insistently . 

I see . 

And -

In other words, he hus sold you to me . 

Yes, yes, he did . 

Be sold me to you? 

Yes. 

!ole to you . Well , let me think i t over because, as 
I say, I don ' t - I got the kind of feeling that 
somebody up there didn ' t want me and -

Vi ell , t hat ' s - if tha t ' s the case, I ' ve not run 
into it at all because I 1 ve been in on t he thing 
right from the beginning. 
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Yes . 

And I •ve no t heard the slightest inkling of that 
sort . 

Yes . 

Yes . 

;7ell, tht~ -.ay I feel , I ' ll call you :1t 4 : JO -

All right - fine . 

If I do go up there, I mean, it would be silly for 
me to sit there and not say something . 

Yes . \'/ell , I think so, too . I mean that 1 s the 
t hins - I Just hesi tated to a sk you because you 
seemed a little doubtful about cooing end , of 
course we wLnt you to coae even if you don 1 t 
make L speech . But we - the Presi dent particu­
larly w~nted to have you make a t alk. 

Yes. //ell , I ' ll - I'll talk it over wi th some 
of them here . 

Yes . 

Is that definite now? 

That ' s absolutely definite for the 2Jrd . Yes, sir, 
at tne Waldorr- kstoria . 

The 2Jrd? 

Yes, tha t ' s r riday night. 

1 " -'· .. ::> 

Well , that's a Friday . -..hat ' s a week f rom this friday . 

A week from tomorrow ni ght. 

Right . 

ThanA you, sir, very much. 

Thank you. 

All right . 

Regraded Unclassified 



11. M. Jr: 

Operutor: 
George 
Har rison: 

B.ll.Jr: 

H: 

l:l . li.Jr: 

8 : 

l:I.II.Jr: 

1:1: 

B.!.I.Jr: 

1:1: 

a.M.Jr: 

8: 

H./A.Jr: 

B: 

H.li.Jr: 

B: 

H.M • • rr: 

Hello? 

Uoveroor Harrison. 

Hello? 

Hello, George? 

l:lello, Henry. 

Bow are you? 

I 1m first rate, thank you. 

October 15, 1936 
11:25 a .m. 

George, I wa nt to - are you - are you so that 
you can t alk f or a few minutes? 

Yes, absolutely. 

Good. 

Now there are a couple of things which have come 
across my desk this morning. The first thing is 
this mot ter of the Central Bank of Switzerland . 

Yes. 

And I want to tell you how I ' m f iguring on handling 
it. I don 1 t know how - whether the answer ha s gone 
back - I mean, I don't know Just what the exact 
status is between your shop and mine, but let me 
tell you how I f eel about it, see? 

Yes. 

Now, we've set the pattern here at - I mean, at the 
direction of the President - that these negotiations 
should be carried on between the Treasuries t hrough 
diplomatic channels, you see? 

Yes . 

And in the case of Switzerland and in the case of 
Belgium -

Yes . 

- which are the two ones wbich have gotten to me so 
f ar - I want to follow the same pa ttern wbich I 
f oll owed with England and Fr~nce, see? 
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Yes. 

And under - which you are now f amiliar with. 
Yes . 

It and when we do come to an agreement with the Secretary of Treasury or the Minis t er of Finance, whatever they call the gentlemen in Switzerland and Belgium, and then work it out - then we turn it over to the Federal Reserve in New York as our fiscal agent . 

Yes. 

But I - I want to conti nue doing this thing a.nd continue to consult my other two partners bef ore I make any moves . 

I see . 

<. 7 

And I feel that it ' s a tremendous advant age to England and France to have us do tbat. Fortunately, we have two oceans on either si de . They don't . 
Yes . 

And it' s a great advantage t o them; and I think to democratic form of Government in tbe sense of its usual use and not the party sense, if you know what I mean . 

Yes . 

Now I took the thing up with the State Department this morning, end I've gotten their approval t o let Cochran t alk in Paris to the Swiss and t o the Belgians, you see? 

Yes. 

And I want to follow exactly the same pattern as I followed with Engla nd and with France. 
Yes. 

Now, I Just wanted to let you know, and until we can work it out w1 tb the Gov erllllen ts -

Yes. 
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- I want to sit tight. 

All right. 

Now -

But I think what we 111 do i s just to send a cable 
tha t we r eferred the mat~er to the Treasury De­
par tment now. 

Yes, yes. Now, I understand others have come in, 
but they're coming so fa s t that I haven't got time. 
r hear that something - Archie just told me about 
3weden and something - some country - Bulgaria . 
But I 'm going to take 1t one at a time-

Yes. 

- and I certa inly feel t ha t the fact that we were 
very careful in these other two has been - so far 
has shown -

Nell , we ' ll do it any way you want. 

Well, I just wanted to explain it to you, a nd -

Yes. Well, I 1m - I'm much obliged to you a nd -

Now - now, just one second. I also want you t o 
know tha t we ' re keepi ng Eccles and Ransom in­
f ormed at this end what we're doing -

Yes. 

- so that they know. 

Good . 

And that keeps - I mean as f ar as I am concerned, 
the Treasury, it keeps our r elations with yours 
l egal and, as far a s I know it' s satisfactory to 
them. 

Yes. Wel l , that's first r ate. 

But I wanted t o make that clear. 

Yes, well there's no question ns to our legal 
position. We •re your fiscal agent, end we go 
ahead no matter what anybody says. 
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Ylell -

But it helps me, on the other ha nd, if you do keep 
them informed . 

.49 

~ell, what I'm trying to do to tbe best of my ability 
is to keep the Federal Reserve Board happy and the 
State Depa rtment happy, see? And up to now I think 
I've been able t o do both. 

Yes . 

And I don't want - I mean, the thing is so much 
bigger than any individuel tha t I don' t want it to 
be tripped up by en individual, if you know what I 
mean. 

Yes. 

hnd - beceuse I - nothing i s - i f I never have 
any other part in anything else since I have come 
to Washington or in the future, I think this is 
the bigges t opportunity that I've had . 

Yes. 

And I•m very hopeful that what's going to ha ppen 
over the next year or so. Don ' t you feel -

Well , I think it's - it's leo~ng that way any way. 

I mean, I don ' t - time will tell. 

Yes. 

But in the meant ime, I want to say again - Knoke 
is doing a grand job . 

Oh, be's- be ' s a great fellow. 

And would you t eel free this way - a!'ter all, be 
knows minute to minute what we're doing because he ' s 
doing it f or us. 

Yes. 

Now if something comes up that you feel is a mis­
take, I wish you' d call me on the phone and tell 
me so . 

All right, I shall . 
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Now, I mean, the f ac t that I d on't call you every 
hour doesn't mean that I don't want your advice 
because I do. 

All right, Henry. Well, I'll do it . You saw 
I did it the other day . 

Yes. How, if something comes up that you feel 
is a mistake, you tell me. 

Yes, all r ight . I shall . 

And I'll appreciate it. 

All right. I shall, indeed. 

Now, are we all in the clear? 

Yes, we•re all in the clear, and I'm watching it 
car ef ully because I keep in t ouch with both Bob 
and Knoke continuously. 

Well, now, you feel that up to date everything 
is all right - I mean this week? 

Oh yes. I think it's going on very well now. 
I hope you can settle these other fellows pretty 
quickly because they m~y get stuck . 

Well, I - I - I' ve alreadY phoned Cochran . 

Yes . 

And I told him that his f ormal authorization from 
the StateDepartment would get there the way it 
usually does , in four or five hours, but not to 
wait for it . 

Yes (laughs) . 

And - but I - I didn't want t o lose four or five 
hours. 

~e~ . That's first rate. 

150 

And it •·ould mean a day on account of the difference 
in time. 

Well, I hope you '11 be able to work it out with them 
even though they haven't got a Stabilization Fund. 
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Now, I'm glad you brought that point up . At my 
press conference, I made it perfectly cl~ar that 
we 1d have to try and S\lit the pattern to the 
situation. 

Yes. 

But I am not going to say t hat becau.se a country 
bas not g~t a stabilization f und that we'll not 
do business with them. 

No, and I understand in some countries they're 
much b etter off not having one . 

But each country has to do its own job 1n its 
own way. 

Yes. 

And what we want is - this is tbe way I feel -
tba t wha t we 're trying to do is - is t;brough 
currencies smooth out the way so that we can have 
world recovery in business. 

That's right. 

All we can do is to do it, and I'm not going to 
stick on the let ter of tho law. I mean - I don ' t 
mean tba t - I mean as t o the method. 

Xes . 

And if Belgium bas one situation and Switzerland 
has another , - now this evening, I elm ' t know what 
they want - the Secretary of the Treasury of the 
Argmttine has sent his representative. He ' s coming 
in t his afternoon, which will be the first South 
American country to come in. 

Xes. 

And -

Say, some of these fellows won• t be able to afford 
a stabilization fund. 

No, but if, let•s say we should make a deal with 
Belgium without a stabilization fund , then they'll 
say, 'Well, if you'll do that with Belgium, will 
you do it for us?• And the answer would be 'yes . • 
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Yes . 

What? 

Yes . 

But the thing that ~e want is, we want to know 
that we're doing business with the Gover nment-

Yes . 

That• s the point. 

Yes. 

And - but - we want them to have the -

"'52 

'!he way - the way you can handle that is Government 
or duly c onstituted Governmental agency . 

Yes, but I mean we want to have it - take Belgium, 
I mean, or Switzerland, we want - I don•t know what -
the Prime Mi nister of Bel gium - we want his word 
that he ' s backing it. 

Yes, yes. That ' s right . 

You see what I mean? 

Yes. 

And if i t ' s a question of gi ving up gold, we want to 
know if the Prime Minister of Belgium will O.K. it. 

Yes. 

- ~nd will nis Cabinet O. K. it . 

Yes . 

You see? 

That's right. 

Because they could perf~~tly well put in restric­
tions which would keep us from get t ing it . 

Yes , that ' s right. 

Isn't that true? 

Yes, quite right . 
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So I'm trying to keep ~ teet on the ground, and 
~ a ttitude is I need all the help and advice I 
can get, 110 don ' t hesitate please to call me . 

All right, I sball, Henry . 

Thank you very much. 

It's first rate, and thank you for calling me. 

Thank you. 
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How are you? 

October 15 , ~-936 
12:12 p . m. 

Oh , I 1m pretty wel l. How are you? 

Are you only pr etty well? 

\'/ell , they 've been pushine me a little hard . 

\'/ell , 
boy . 
a lot 

Right . 

what t he hell? You' re making hi s tory, 
You're doi ng big things, and thi s is jus t 
of hot water in the snow . 

But I 'm- I can't help but be happy. 

You should be • 

Joe, I wa s just tal king - early in the morning 
Stanley High called me - and then I was talking 
to Steve Ear ly , -

Yes • 

About my coming up there (. week fr om Friday . 

Yes . 

And I hear t ha t you ' re the ni gger in the woodpile • 

Well , I - why ac I the nigger? 

Well , I understand that you think I 1d be all right 
up there . 

I think you ' d be mbrve1ous • 

Well -

I mean I t hink that if they can' t get t he Pres i dent 
they ought to get you. 

Vle1l, that ' s damn nice of you, but I - you know I 
do t his so seldom, I ' m t erribly afraid -

Well, Henry , I ' ll t ell you what the trouble wit h 
the thing is now . I mean let' s not "be kidding 
ourselves about it. 

Right • 
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This thing is a Ood damn important t hing that you•ve done . 

:ies . 

And there 1 s no Ood da:nn - I mer.n it 1 s all right to 
be going along , and having people say, ' 'l:ell , what 
the hell - he ' s down there ~nd he •on• t come out , 
and I mean he 's afraid all the time that he doesn ' t 
want to t ake the spotlight Bway from somebody or 
something like tha t ,• buL that ' s the same kind of 
thing that ' s Ood damn bad for t he job as Secretary 
of the Treasury . 

I see . 

I mean if you weren' t the retiring kind of a g~ 
you were, this thing would be blazing . Now I talked 
to the editor yesterday of the biggest Paris paper -

Yes . 

- who asked me to write una rticle . l'iinston Chur­
chill is •'lriting on England, end I 1m writing one 
on the political situati on here , -

Yes . 

- and he told me that he thought that if France 
would say that you had suved it -

"'es . 

Now Ood daon it, he didn ' t have - he wasn ' t going 
to see you, and he didn ' t figure I'd ever see you -

No . 

- and he told me that . Now I think, Henry, that 
if the President of the United States can' t be here 
that you should be here, and I think t hat you ought 
to do it for yourself, for the job t ha t you've got, 
and the job that you've done, and your family . I 
mean, for Christ ' s sake you 1ve got t o stop being 
down there and only seeing people once 1n awhile. 
I don ' t care v;hat you do - just let them look at you. 

Yes . 

I mean but you c an r ally oround . You c an say -well, 
you con point to the things that have been done, end 
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you 1 11 get enthusiasm, and I ' ll under ~Yrite it. 

Yes. Well , now, that's -I appreci ate t hat more 
than I can say . 

Well , it ' s true, Henry . 

~ell, you know Lhe - well , you know how I work 
and -

I know how you work and I know the feeling , and I 
know - I knoiY exactly what you ' ve done, and I know 
all th1•t better than anybody else here . I mean 
twice- I mean you know that I' d just as leave say 
' ass-hole ' as I would say you' re a great guy . 

Yes . 

But I Lell you that tnis - this tning has gotten 
beyond people . They don ' t know wha t tne hell has 
been done for them . 

'1/ell , now let me ask you a question . 

Yes . 

I can give one of two speeches . 

Yes . 

I can give a talk about this foreign thing -

Yes . 

- or I can give a speech which has not yet been 
given -

Yes . 

- and that is - at least I don ' t think it has been -
I could talk about taxes ond inflation. 

Yes. 

And we crossed tnis bridge last January when we de­
cided to ask for taxes r ather tnan to borrow the 
money to pay r'or the bonus, etc . , end so on. 

Yes. 

Regraded Unclassified 



H. :.I . Jr : 

K: 

i:I • .A . Jr: 

l( : 

l:J . U.Jr: 

K: 

B. M. Jr: 

l{ : 

II . !.C . Jr : 

K: 

H . ~! . Jr: 

K: 

H.M. Jr : 

K: 

H. :A . Jr : 

- 4 -

!low which do you think would be more effective? 

•'/ell, Henry, I - of course, I think that the 
second would be - would probably be more effec­
tive, but the fi r st one wo uld be - I mean would 
still have - would be statesmanlike . I mean, to 
me, I would pick t ne one whichever I fel t tha t I 
could handle best wi th. 

Yes . 

1 57 

But either one of those things will be sensational. 

Well , which one do you think ought to be mos t effec­
t ive for t he Presi dent? 

I think the second one . 

You mean the -

The one on - the one on taxes and budgets . 

Yes . 

And, by the way, I 1m going to give our pal Ray a 
kick in the ass today . 

Yes . 

You sa• where ne took us - you end me - over the 
humps this morning? 

Yes . Well , I bad my regul~r press conference, and 
do you know what I told t hem? 

No . 

I said, ' Now off the record , 1 I sai d, 1 I 1m not 
going to get into an argument with a fello.v who 
doesn ' t know his French. ' 

That ' s right . 

•r;ow, • I said, •Mr . !lellon and lolr . Ogden lUlls es­
tablished the method of our keeping the books, -

Yes . 

- 1and i t we call it a - le t ' s call i t a non-partisan 
method of keeping the books , -
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Yes. 

- ' and Mr . Moley doesn't know his facts and I 1m 
not going to get into an a r gument with a man who 
doesn' t know what he's talking about . • 

Well , I think you were v ery gentlemanly . 14y 
opening r emark was , ' Ray should confine himself 
to running economic conferences in London.• 

(Hearty Laughter) 

(Hearty Laughter) 

But if you want to use that, you could say it's a 
non- partisan method of keeping books -

Yes . 

- because the method was laid down by Ur . Mellon 
and M.r . IIills . 

Well , of course, Henry , between you and me, he can 
scarcely add a cclumn of figures let alone talk 
about Government bookkeeping. 

I know. 

And between you nnd me a lso, a ll these fellows -
Ur . Vin~ent Astor sent word to me yesterday tha t 
he dido t want to be in this situation. 

Who s houldn 1 t? 

Vincent - Ur . Vincent Astor . 

He doesn't want to be in on it? 

No. 
You mean he doesn' t want to come to the dinner? 

No. 

Yes. 

If that isn' t a pain in the a ss. 

Ylell , listen -

Yes . 

Regraded Unclassified 



H.:.! . Jr : 

K: 

H.ll. Jr : 

i( : 

il .!l . Jr: 

K: 

H.M. Jr : 

K: 

'i. ;.I . Jr: 

K: 

ll . ll . Jr : 

K: 

H. 'I.Jr: 

!( : 

H.:.t . Jr: 

K: 

R. l.l . Jr : 

K: 

H. !i. Jr : 

K: 

B . 11 . J-r : 

1 59 
- 6 -

If I decide to come up there --

Well , listen now boy, they can put this dinner over, 
and be the bt ggest t hing -

Yes . 

- I •• telling you that next to the President, you ' re 
the best card they've got . 

~ 

;Tell, I ' m -

The boss is here - I mean he called me on the phone 
himself -

Who? 

The boss did . 

\7hen was that? 

Just f ive minutes before he got on the tra in. 

Yes, and he wants me to go up there . 

And he says - well , he didn ' t say that - be sai d , 
1You go a head and put this on - I - it' s more 
important to me . • 

Yes . 

And I ' ve been trying to stall along ~ith h~m all 
week, ~< nd he wants this thing done -

All right . 

And he said, ' Anything that ' s necessary . • As a 
ma tter of fact , he was - he suggest ed tha t four 
members of tbe Cabinet come up . 

Yes . 

And I said , •No, we ' ll t ake this one .• 

Yes . 

'You can take the other three and put them out in 
t he country . • 

o. K. All right . Well , on your say s o, I 1m coming 
now. 
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Well , Henry , I mean positively - I mean I ' ll s ee that 
the Cod damn - that it ' ll be - I mean i f I don ' t do 
a good job for you boy , don ' t ever speak to me . 

Yes . ..ell , l i sten -

What? 

I ' ll tell you what I think I ' ll do, if you thi nk lte ll 
of i t . I ' ll send Steve Gibbons up there and let him 
spend a couple of days on this . 

That ' s swell . 

Because, after all, we ha ve three col lector s of 
internal revenue and a couple of collector s of cus­
toms, and let tnem get busy . 

Tha t ' s swell . That ' s swell, Henry . 

What? 

Oh, that ' s marvelous because his pal, Eddi e Moore, 
is here and they ' ll get along great . 

Well, I mean, I • 11 let Steve go up ther e and spend 
enough Lime up there, and l e t some of these collectors 
get busy . 

That ' s gre11 t . 

oihat? 

We - tha t • 11 be f i ne, Henry. We 1 ll have - a nd listen -

Yes . 

- if you ' re comi ng and going to make a speech, ! 11 1 
under.rri te the crowd, don ' t worry . 

Well, I 1 11 come no.• . 

Yes . 

I ' ll come . 

And there - a nd I mea n it ' ll be a hel l of a job i n 
ei ther one of those you s ta t e -and eve n i f you 
br ought i n the s econd , Henry , don ' t- don ' t mi ss tbe 
fact of putting in - don ' t miss the f act t o put in 
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about the foreign thing , beca use everybody i s 
tipping their ha t to t hat . 

Well , I ' ll t a lk it over here. Are you going to 
talk? 

Well , I' m goi ng to introduce you and the boss . 

Good enough . 

Yes . 

There ' s no one I'd ra ther have introduce me . 

161 

• 

Well , I 1 m goi ng to introduce you and the Pr esi dent. 

All right . 

I 111 take care of it boy . 

All right . Well , I feel much better now. 

All right -don't you worry . I mean it ' l l be just 
nice and peaceful and calm, and ~e can - anything 
you want - think about - I 111 t ake care of every­
thing . 

O. l( . 

All right, Henry . 

Thank you. 

All right, boy. 
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H.r.!.Jr: 

Oper ator: 

H.M.Jr: 

Oper a tor: 

H.I!.Jr: 
George 
Harrison: 

H.M.Jr: 

8 : 

B.ll. Jr: 

H: 

B.M.Jr: 

H: 

H.lt.Jr: 

ll: 

H.».Jr: 

8 : 

H. II.Jr: 

II: 

H.M.Jr: 

8: 

Bello? 

Governor Harrison. 

Tbank you. 

Go ahead. 

Hello? 

Hello? 

Bello, George . 

Yes, Henry. 

They said you called me . 

October 15, 19J6 
J:OO p.m. 

Ob, wel l, I just called - a fter I first talked 
t o you - t o take advantage of your suggestion 
tbat I might call you. 

Please . 

It came to me in the case of Belgium -

Yes. 

- tba t you might want to put them in a different 
category from the other group any~ay -

- Yes. 

- on the theory tbat they are a gold standard 
country, and that the telegram merely confirms 
that f act, that they are still operating. 

Yes. 

162 

And that it isn't necessarily, therefore, agreements 
one way or the other, tba t they should get their gold 
from us only on the old basis - under the old oricinal 
license. 

Well, it makes - it makes it awfully d~fficult to 
explain. r.et 1 s say eventually, say in • couple of 
weeks, we 're doing business with 10 countries on one 
basis and Belgium on another , see? 

Yes. 
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- and, aiter all, we have to keep explaining all 
the time so t~t the people in the - can under­
stand what we~re doiug, -

Yes. 

•sJ 

- and it we ' re doing business with 10 countries 
on one basis and Belgium on another, t hey ' re 
going to keep asking me twice a week, •Well, why?' 

Yes. 

It' s awfully hard to e xplain. 

Yes. Well, of course, -

I mean -

- looking toward the time when you '11 get what you 
want; that is, if they become stabilized on gold as 
you are -

Yes. 

- then you 1 11 wa1 t to go in reverse anyway. 
Supposing France should go back on her old gold 
basis at the new rate. 

Yes. 

There would be no occasion to keep up the new 
arrangement - you ' d just keep up the old arrangement. 

No , but what I'd like to do - I mean, we've done 
nothing, but I'd like to do is to do business with 
everybody on the same basis. 

Yes. 

In other words, I'd like t o be a one-price house. 

Yes . Well , when you go into reverse -

H.M.Jr: Yes. 

l:l: 

H.W.Jr: 
8: 

- you' ll have to do it on t wo different bases beccuse 
it' s not likely that they will all go back on a gold 
standard the sa.me moment any way . 

Ho, but in the interim -
Yes. 
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-it's much e asier t o explain one method. 

Yes. 

It's hard enough to explain that, but I - I get 
what you have in mind . 

You see ~ point? 

And I think you see what I have . 

Yes, I see perfectly . I Just wanted to be sure 
that -

It' s awfully -we- we had a big discussion here 
on this thing, and we just feel that for the 
time being, one month or three months, whatever 
it is, or a year, we' d like to do business With 
the rest of the world on a similar basis. 

Yes . 

Now, a fter all, we consult our partners in thi t 
thing and they may feel differently about it. 

Yes. 

You see wbat I mean? 

Yes . Well , all I wanted to be sure was that you 
didn't - hadn't done anything or s~ anything that 
might give to the world or to Belgium your judg­
ment that Belgium is not on a gold standard . 

No, no. No, no. 

You see what r mean? 
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No. I • m not saying what kind of a standard anybody 
ia on, except ourselves. 

Yes, yes. 

hnd don't ask me that too closely. 

Yes. 

But -
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I mean, they may tllink they are and they o.ay 
tllink that thJ.s telegram is a contirma tion or 
that. 

No - well, I don't know, but I think in Cochran 
we have about as good a man as we could have. 
And when he talks f ace to face with llim he' 11 
find out just what they have in mind. 

1C5 

Yes, that ' s all right. I just wanted to be sure 
that you had tha t other point in mind. 

No, you you call me once, twice or three 
times a day 

Yes 

Any time you get an i dea I wish you ' d call me. 

All right, sir, I will. - Henry, I'm going to 
be 1n Washington tomorr ow; I won't come near you 
unless you want me . 

Well , I certainly do want you. When do you get in? 

Well , I am going down lat e tonight some time . 

Well , you - you go 

Yes 

you go up through 

Wily don ' t you - I g et in here about nine, I -
why don ' t you call me between nine and nine-tllirty? 

I ' ll call you in the morning between n1ne and 
n1ne- t llir ty • 

Will you do that~ 

Yes 

Thank you • 

First rate. 

Goodbye. 

Goodbye . 
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1-' . ~ . Jr: 

Opcrrtor: 

I .. . Jr : 

Oper e tor: 

H . • Jr: 
Stenlry 
1-'igl- : 

I . ~ .Jr: 

1' : 

I' . 'l. Jr : 

h : 

H.IJ .Jr : 

H: 

H. !..' . Jr : 

; . . Jr: 

li : 

I' . • .Jr: 

li: 

I' . .Jr: 

II : 

H . • Jr : 

f-!ello? 

Stanley High -

Hello -

Go ahead , 

Hello 

l'ello, !!I•. Secretary -

Hello 

Yeo , sir 

Cen you hear me all rl~t? 

Yee, a1r - fine . 

1C6 Thursday o;; 
October 15, 1936 
4 : 27 p.m. 

Well , I ' ve been doi~g e lt ttle consulting ­

Yea 

And after ooneult l ns I ' ve oleoided I ' ll be glacl 
t o come up . 

Well , t~at ' a perfectly swell ! 

And - - emong~t others , I mean, I trlked to 
Steve Errly and I've :=!~ed to Joe Ken~edy end 
no~ - I euppoee you ' d ll~e to know whet I 'm 
go1n6 to t alk about ? 

I ocrtsinl;; vould , t ha t' ll be "big help . 

I suppose , I don 't knov , t het the t~ng t hr t they 're 
most interested i n i s this questlonof stabilization. 

Well , yea - if we could tle t ha t up some way to 
decren t~xPtlon end inflation it ~ould be a good 
idea too, I t hlnk. 

You - you - you want , you ll~e that thl~ thAt I 
talked to the President about? 

Yea - ••ell, Joe told mE' thnt he hon a hunch abou t 
a sub J eot - I don't ltnow o.hot hPr he -

Well, I t alked , I don 't kno~ - I could t ollt 
about tax~e end 1nfletlon or I could t alk upon 
thi~ queAtloo of etab111ty and peace 1n comc~rce -
I don't cnre. 
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H: 
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I t~~k t~e - I thlnk t hat t h e "Taxee ~nd 
Inflation• mekes a bett~r subJect f or the reeso~ 
that ell the tel~ t~~t you hear over here l s t he 
tnev1tab111ty of lnfletlon en~ so forth. 

I eee . 

I !'ee . 

I ' m not a very good Judge but that' s my gues~ 
e nc I thin~ t het ' P •h~ t Joe felt . 

167 

Yes - •e!l , ~hot I ' m trying t o do la to promot e -
t o be of help . 

Yee , slr, rel l - yes - \fell , I think my -
it's Just my superf1c1fl ret~c t!on, llr. Secretary. 

It • ould be "Taxee ~nd I nflst l on•? 

Yf's - yes 

Well , ell right , I opn t ouch on the o~hPr thlng as 
well , maybe , I don 't know ... 

Yes , absolutely -

no,., as t o t hE' time , I l ike - I ~on ' t tell! more 
t hen fifteen mi nutes , I t hi nk thet'e plenty. 

All rlgh: . 

Yes, I think t hat' e a go~ time . 

Don ' t you? 

I thlnk t hat ' s very sood , yes, ~lr, because I 
thlnk t hat- I don ' t care who the speaker l s ­
mor e than fifte en minutE's 1s dlfflcult. 

Well , t here ' E' three or fo•;r tl-uee that I 've tslked 
on the r edlo s i nce I've been herP , I 've kept myeelf 
to fifteen mlnut ee. 

Yee, well I think thet'~ good strategy. 

And - as t o the announcement ! 111 leave t hat to 
you, huh? 
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Yes, sir - ell right -

No.- - then you' 11 let me knor about the time and 
all t hct sort or ? 

Yes, sir, I'll give ycu all the particulars. 

Nov - is that for men only? 

No , no, I should sey not . We - deci dedly not. 

Yea 

The men have their wives . 

Oh -

- or enyone else t hey • ant t o brinb. 

Well, I - well , I think t hPt - I t~~n~ Mr s . 
Morgent hau ~11 cone along ¥1th me . 

Delighted t o have her and of course re ' d want he r 
to sit at t he table . 

And so if you ' d keep her tn mind -

Yes, s ir 

Nor t h e o t her t~ng that I tol~ J oe wee t hi s , aP 
long as I ' m to do thle I thought that I' d a~k 
Steve Gibbons to &o up and pi t ch in end help. 

Oh , that would be fi nP. 

And -

a great help. 

He has 8 lot of connections ri t h 8 lot of people 
up there lf he Jus t ge t to work and go to it. 

Well , I thlnk it would be o greet asset t o ue . 

And - a@ I understAnd it, t~e President 1s 
going to speak and Kennedy 1s goi n& to introduce 
the President and then introduce me, 1a that -? 

That's right, yea, e1r. 

Are you 601ng to have any other epeskera? 

»o, I don't think there'll be any- I don 't 
believe that therP'll be any other speakers. 

1S8 
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Yea - now, have you got ~~Y suggestions as to 
who mlght work ~th me one talk l i ke t~at? 

Oh, let ' a - nor, let's see- or course it's 
s pretty speclall~ed subject, sa far sa the 
phraseol ogy goes -

Yeo 

May I t hlnk about that untll - end call you t o­
morrow? 

Wlll you do tha t ? 

Yee, I \'<111. 

Nor , don' t forget about lt. 

No , slr (Laughc) , I won 't . 

All right . 

All right . 

All r ight . 

Th~nk you very much. 

Goodbye 

G:>odbye 
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Hlljr: 

P: 
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fiKJr: 
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HliJr: 
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Hltjr : 

P: 
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Thursday 
October 15, 1936 
4:27 p.m. 
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You re~ember a week ago when I was down, we dis­
cussed the • aterial that you wanted • e to go over? 

Pardon ~e? 

I say you - we discussed the aaterial that you 
wanted me to go over some time . 

Yes 

Would it be all right for me to come down on - be 
there Friday and Saturday or Monday and Tuesday, 
which would be better? 

Well , llonda,y 

.Al.l right. 

Because our boys are so tired that if they can have 
Sundays off I l et them have Sundays off. 

Surely - well, I ' l l be down there Monday and 
Tuesday . 

.Al.l right, that'll be fine. 

Doctor Warren sends his best wishes . 

Thank you - mine to him. 

We ' ve read wi th interest - the monetary policy 
worked all right. 

Good 

.Al.l right, bye bye 

Goodbye 
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Knoke: 

WIJr: 

K: 

HI.IJr: 

K: 

B.IIJr: 

K: 

IDIJr: 

K: 

HliJr: 

K: 

HllJr: 

K: 

BliJr: 

K: 

Thursday 
Octcber 15, 1936 
4:27 p.m. 

Knoke 

Now, Knoke, bow a r e you behaving? 

Ob, perfectly 

Perfectly? 

Tbe market. is entirely -

Yes 

is ve ry quiet 

- wi tb no tendency one way or t be other 

Yes 

And it certainly doesn't in 11\Y opinion call !'or 
any intervention at all . 

No, no - no, I haven't 

Yes 

And everything else is nice? 

It's - I think it's t oday so very very ­
it should be. 

Fine all right, thank you. 

All right, sir . 

tile way 
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lllljr: Bel~o? 

Operator : Stanley High -

HMj r : Bello -

Operator : Go ahead. 

HM jr: Hello 
Stanley 
High: Hello, Mr . Secret a ry 

HYJr: Bello 

B: Yes, sir 

Thursday 
October 15, 1936 
4: 27 p . Ill . 

HYjr : Can you hear me all right? 

B: Yes , sir - fine . 

BUjr: Well , I 1ve been doing a l i ttle cons~t1ng 

B: Yes 

HMjr: And after cons~ting I 1ve decided I 111 be glad 
t o come up. 

H: Well , t hat' s perfectly swell ! 

IDljr : 

a: 

And - - amongst others I mean I talked to 
Steve Ear ly and I've tahed t o Joe Kennedy and 
now - I suppose you 1 d l ike to know wha t I'm 
going to talk about? 

I certainly wou~d, that ' ll be a big help. 

ue 

BM jr : I suppose, I don't know, t hat the t hing that they ' re 
mos t interested in is this quest ion of stabilization. 

H: 

ffil jr: 

B: 

BMJr : 

Well , yes - if we could tie that up some way to 
deafen taxation and inflation it woul d be a good 
i dea too, I t hink . 

You - you - you • ant, you l ike that t hing that I 
talked to the President about ? 

Yes - well , Joe t old me that he had a hunch about 
a subject - I don't know whether he 

Well, I ta~ed, I don 't know -
about t axes and inflation or I 
this question of stability and 
I don ' t care. 

I could talk 
co~d talk upon 
peace 1D co .. erce -
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I think the I think that the •Taxes and 
Inflation• makes a better sub j ect for the reason 
that all the talk that you hear over here is the 
inevitability ot inflation and so forth . 

I see. 
• 

Yes 

I see. 

I ' m not a very good judge but that's ~ guess 
and I think t hat's what Joe felt. 

Yes - well , what I'm t rying to do is to promote -
to be or help. 

Yes, sir, well yes Well, I think ~ 
i t ' s just my su~erficial r eaction, Ur . Secretary . 

It would be "Taxes and Inflation• ? 

Yes - yes 

Well , all right , I can touch on the other thing as 
well , maybe, I don ' t know • •• 

Yes, absolutely 

Now, as t o the time, I like I won't talk more 
than fifteen minutes, I think that 1 s plenty . 

All r ight. 

What? 

Yes, I think that ' s a good time. 

Don' t you? 

I think that ' s very good, yes, si r , because I 
think that - I don ' t care who the speaker is -
more than fifteen lllinutes is difficult. 

Wel l , there ' s three or tour times that I ' ve talked 
on the radio since I ' ve been here, I ' ve kept ~self 
t o f i fteen minutes . 

Yes , well I think t hat's good strategy . 

And as to the announcement I 'll leave that to 
you, huh? 

1 73 

Regraded Unclassified 



8: 

IDljr: 

8 : 

lllljr : 

H: 

Hlljr: 

H: 

Hl4jr: 

B: 

HIIJr: 

B: 

fllljr : 

8 : 

Hlljr: 

H: 

Rlljr : 

8 : 

IDljr: 

8: 

BUJr: 

B: 

.HKJr: 

H: 

-3-

Yes, sir all right 

Now - then you'll let me know about the time and 
all that sort of --- ? 

Yes , sir, I'll give you all the particulars . 

Now - i s that for men only? 

No, no, I should say not . We - decidely not. 

Yes 

The men have their wives . 

Oh -

- or anyone else they want to bring. 

Well, I well, I think that - I think Krs. 
Korgenthau wi.ll come along with me. 

Delighted to have her a.nd of course we ' d want her 
to sit at t he table. 

And so i f you'd keep her in mind -

Yes, sir 

Now the other thing that I t old Joe was t his , as 
long as I 1m t o do t his I thought that I ' d ask 
Steve Gibbons to go up and pitch 1n and help. 

Oh, that would b e fine. 

And 

a great help. 

He has a lot of connections with a lot of people 
up there i f he just get to wor k and go t o it. 

WeJ.+, I think it would be a great asset to us. 

And as I understand it, the President is 
goi.ng to speak and Kennedy is goi.ng to introduce 
the President and then i.ntroduce me, is that -? 

That's right, yes, sir. 

Are you going t o have any other s peakers? 

lo, I dcu ' t thiDIIt t here'll be any - I d on 't 
believe that there'll be &QT other speaker s . 
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Yes - now, have you got any suggestions as to 
who might work With ae on a talk like that? 

Oh, let' s - now let ' s see - of course it's 
a pretty speciaiized subject , as far as the 
phraseology goes 

Yes 

Kay I t hink about that until - and call you to­
morrow? 

Will you do that? 

Yes , I will. 

Now, don ' t forget about it. 

No, sir (Laughs) , I won' t . 

All right . 

All right . 

All right . 

Thank you very much. 

Goodbye 

Goodbye 
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Thursday 
October 15, 1936 
4: 35 p.m . 

1 76 

RMJr: Hello 
Gordon 
Rentschler: Hello, Mr. Secretary, how are you? 

BloiJr: Oh, I t m fine. 

R: Gordon Rentschler speaking 

BloiJr: Yes 

R: I called back to tell you tha t we've thoroughly 
checked the whole situation again today . 

lii.!Jr: Ye s 

R: And there ' s no excitement in it at all and every­
body now seems to understand. 

BliJr : Fine 

R: I think the editorial in the Timas yesterday was 
very constructive . 

1:!/IJr: Yes 

R: Did you see it? 

HliJr: Well, I guess I•ve read it but it didn't make a 
particular impression. I just don't happen to • 

R: 

IDJJr: 

R: 

Blo!Jr: 

R: 

BloiJr: 

R: 

HIIJr: 

R.: 

Well, it was all right, and that plus the other 
things tha t have been done I think have got it all 
in the clear. 

Yes 

I t 1 s moving very smoothly as far as we can see. 

Well , as f ar as the commer,ial end or it - ? 

Yes, the commercial end is moving very smoothly. 

Yes 

And our customers .uen' t concerned about it now 
ther think they understand wha t it's about. 

They do? 

So that I - 1 don' t think you need to give it 
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very much more concern. I don ' t believe there'll 
be much more discussion about it . 

Well, I think when you c onsider - tflo a nd a half 
weeks before Presidential election and tha t we 
had the nerve t o t ake the move - I think that 
there's - I would say the t the comment was 
excellent . 

~es, I think it ' s all right; I don't think you 
need to concern yoursel f about it a lot - -

I mean, when you . • • 

I ' ve asked Leo t o keep me closely in touch and 
if a~thing does break out well , let me know. 

Well now, let me ask you this . Have you seen any, 
from your customers , any decided pick-up or falling­
off in a ny particular direction with any c ountries? 

No, nothing in particular as yet. 

I rnean . • . 

I think i t•s a little too e arly for that. 

I mean that they didn ' t get any orders particularly 
from one place or sell any that there ' s a ny 
particular shifting in the channels of trade . 

No, I don't think so as yet. I think it•s a little 
bit too early to s ee that registered. 

You do? 

Yes, I think the first thing you would see would 
be orders being placed and then you'd begin to 
get i t in the money market afterwards . 

~es, but I mean, you haven't seen it yet with your 
commercial accounts? 

No, with -

Yes 

, 
no, nothing in that so far. 

But I don't think there is any question about 
fellows making plans to begin to work on a more 
positive basis . 
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On a more what? 

On a more positive basis. I think some of the 
directors take commitments for business 

abroad 

Yes 

I think you've got to let tbem have a week or two to soak in. 

Yes, well 

I rather expect to see that start some time after 
the election, don ' t you? 

Well, I don't know, this tbing has moved so much 
faster than I ever thought it would move that -
Just bow quickly people take commercial advantage 
of a thing I don' t know. 

Oh, tney'll move into it pretty promptly, but -

but, certainly 

I mean by "promptly" a month, rather than a week. 

Oh, yes - 'rlell, that would be prompt, I mean •• 

That would be very prompt . 

6ben you consider how many years we've had behind 
us with nothing like this. 

Oh, yes - lben of course, t oo, there's still a lot 
of fear on what's going on in places like Spain-

Yes 

- and France; and then bearing these reports about 
sometbing in Peru which we understand cannot be 
confirmed • 

Yes 

But there's a lot of - there's a lot of unrest with 
relation to business abroad, you know? 

Oh yes, oh yes 

I tbir~ this is constructive in the right direction, 
it worked out Just as well as we thought it would. 
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Yes - we laid tne foundation last 

Remember, I was overly optimis tic at one stage 
or the g~me, but I think it wes right. 

Yes, well we laid the foundation in June . 

Yes, I think it ' s all right . 

Yes 

But if there' s anything that goes askew or if 
you see aqytbing that you want us to check wby 
give us a ring. 

1 79 

"ell, I just wanted to make sure that e verybody who 
is doing busines s between countries understood it 
a nd you tell me they are . 

Yes, I think they do now. 

Well, that's fine . 

I think I think it ' s all right. 

Thank you very much. 

All right, fine. 

Goodbye. 

Bye bye . 
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Hello 

Hello 

Good morning, Henry . 

Friday 
October 16, 1936 
10:48 e.m • 

I ' m t alking over the leased wire so it ' s not so 
clear, see? 

Yes, all right, Henry . 

tlow, I just talked to Stanley High and I guess 
we ' re all set, see? 

Fine 

180 

And I told llim this - and I 1 m going to try and 
look to you, Joe, on this, r a ther than St anley - -

You are going to try wha t, Henry? 

I'm going to try and look to you on this thing. 

All right. 

Now, I told him this , that I didn ' t want any title, 
see? - I mean, as to what I was going to t alk about . 

Yes 

Because I don ' t want to check~ hand . 

I see . 

Don 1 t you think so? 

We l l , all right, we can - I think we do ell 
we ought to say is that anything coming from the 
Secretary of the Treasury ought to be sewed up as 
a very interesting subject. 

Well , I mean I think, after all, thi s is the first 
public dinner I ' ve ever talked to. 

Yes 

It ' s the first 

on that basis. 
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And it's the f i rst time I've ever 
and only campaign speech 

it's the one 

Yes 

And I 1 ve never t alked to a banquet before- in 
three and a half years, 

Well, that's good for you. 

I 1m glad to come, but I just wanted to tell you. 

Well, I'll take care of it, boy, you will go back 
out of this when you will be perfectly satisfi ed 
or we won' t have the dinner. 

Right now, Steve Gibbons of coarse is asking, 
he said, where can he find you on Uonday. 

He •ll be in l~ew York Monday? 

Yes 

1'/hy, .vell will he give me a r i ng? 

Well where? 

At my office . 

Well , he don't know vmere tha t is . 

It's in Rockefeller Plaza . 

Oh 

Steve's got it ther e on his desk anyway. 

I see . 

He •s had enough letters from me . 

All right. Well , he ' ll be up there Monday and he 's 
going to put his shoulder and he says tha t we ' ll 
help. 

Well, Henry, that • s swell. But I 111 have all t hese 
plans in your hands by Sunday so you can see the 
whole picture end the whole story and then we make 
whatever changes are not per fectly okay. 

How are you going to get them to me? 

What? 
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How are you goine to get them to me? 
?/ell, a re you going to the country? 

No , I'm staying right here. 

I ' ll have them down there to you 
It'll be a Speci al Delivery . 

Do you want to wr i te down my house address? 

Yes 

Twenty two-0- one 

Twenty two-0-one? 

R 

R street? 

Right 

All right, it ' ll be ther e in your hands and you'll 
have the whole picture for the country and every­
thing. 

Now, what I 1 m going to do i s , I t alked it over With 
my father last night and then with my Wife and I ' m 
going to stick my neck out and try and lay this 
bogeyman, i nflation, under the ground . 

Tha t ' s a marvelous t a lk, -

See? 

- a marvelous talk. 

I ' ~ going to talk about infla tion and wby we 
the whole business; a nd I 1m going to go r ight 
after it. 

That ' s great, Henry. 

Now 

Well , how much time do you want to talk? 

Well, High just called me and he said they ' ve got 
thirty minutes only . 

~bey've got bow many? 
Thirty m1nute3 on the radio. 

Yes, well, the Boss has got fifteen and I think 
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you' d probably only t ake ten . 

Yes - well, I told him - before he told me I 
sa id I thought I'd need thirty. Well , he said 
he didn't think I could have it. 

Yes 

But he said I could have twenty minutes. 

Yes 

But, I 

183 

The Boss feels - the Boss feels that, I mean, I 
know OOlf he feels a bout s peeches ; he figures that 
that's a hell of a long time to make a speech. 
Be says that when he - even when he goes a half an 
hour he finds he 's too long. 

Well , - I -

But that's a bell of a lot of work to try and cover 
twenty minutes , Henry. 

Well , I don ' t want them to take more than thirty 
minutes on the radio . 

Yes 

And , I mean, al l - but if t hey' ll just tell me 
whether I get fifteen m1nutes or sixteen m1nutes -
whatever they tell me I' ll - I won ' t go --

Well, why don' t you take - if you want to, take 
twenty? 

I ' ll do the job in twenty. 

Twenty m1nutes? 

Yes 

That's swell, Henry . 

And I won't pull a •Frances Perk1ns" on you either . 

Oh, the hell with that. 

You !mow what she d.1.d? 

Oh, s he - (Laughs) talked s ixteen minutes ov~r? 
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Yes 

Yes, Nell we - t hat ' s all right, tr you t alk 
twenty and the Boss talks fifteen, that ' s okay . 

134 

Well, whatever you tell me, Joe, I ' ll keep withiu 
it to the second . 

Wel l , start on twenty minutes now and then I '11 -
if there ' s any change I ' 11 call you this afternoon, 
so you ought to know today . 

Oh, hell, if I know Monday 1t1 s time enough. 

Well, I know, but I'll let you know today . 

All r ight . Now, Steve ' s co~ng up there and 

Well , I - I'm going to - I 1 ll talk to your dad 
too, will he be in town? 

Yes 

Well , I 'll talk to him. 

He • s in town noYI. 

Yes, well , I'll have a t alk with him and then we ' ll 
see that everything i s set here . 

Right 

All right, Henry . 

And it 1 s going to be at the Tlaldorf? 

That ' s right . And Urs . Worgenthau will be up? 

Yes 

All right , well , tell El we ' ll save her whatever 
ta~le she wants . 

Well -

I mean, as to what - and your dad too -

Righto 

All right, Henry. 

Thank you. 
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I ' l l take care or i t and you' ll hear from me. 

I'll bet you. 

All right . 

Goodbye. 

185 

.. 
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October 16, 1936. 
3 P.M. 

(Laughing) I ' m sure he didn ' t answer. (Mor e laughter) 

No , he d1.dn t t answer. Everyth1.ng qu1.et . 

Terribly qu1.et. It•s so qu1.et that I have.n•t found 
I should bother you at all. 

Good . 

There •s no- London told me there was no turn-over 
there; there is no t um-over here . 

Good. 

Yes. 

Well I have no suggestions. 89i i s it or what? 

5/16ths bid • 

• M.Jr : 5/16tbs. 

Yes, and the only change 1n the trend i s that Francs 
are a little offered which woul d help sterl1.ng • 

• M. Jr: A littl e what? 

On the offered side . 

And that would help sterling . 

Yes, that would - if anything 

Well up to now we don ' t have to watch Francs, do we? 

No - well we should watch everything I guees . 

I know. Well it will be interesting now to see what 
happens with the Belgians and the Swiss. 

Yes (Laughs) 

We can sit - I don•t think we ' ll hear anything before 
Monday. 

Oh no, I •m sure of that 
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B.M.Jr: lfo. ill right . 

K: Very well s ir. 

H. U. Jr: Good-by. 

K: Good-b7. 
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Present: Mrs. Klotz 
Yr . Upllam 
Yr. White 
11r. Bell 
Yr. Baas 
llr. Taylor 
llr. Seltzer 
llr. llurphy 
lir. Gaston 
Mr. Oliphant 

October 16, 19)6. 
) : 08 P.M. 

8.11. , Jr. : Now, who llas anything to show for tills? 

Oliphant: Here's this. 

8.11., Jr. : This is from Oliver Wendell Holmes: "Every exaction 
of money •••• ·" That isn't it. •Taxes are what 
we pay for c ivilized society, including the chance 
to insure. A penalty on the other hand, is intended 
to prevent the thing punished . • That isn't it. 
Be must have said something else. 

Oliphant: I think that ' s the quotation. There it is . 

8.1>1., Jr.: Do you lUnd having your man call up Justice Stone 's 
secretary? 

Oliphant: Be glad to. 

B.M., Jr. : That isn't what it was. If ner.essary, we'll quote 
Justice Stone. 

Oliphant: Did Stone mention it to you? 

H.M. , Jr.: Yes. If we can't quote Holmes, quote Stone . 

Oliphant: I'll get it. 

B.ll. , Jr .; Now, who else is reedy? 

Gas~on: Well, I Just had some thoughts about the general 
organization of this, and started to type out a 
sort of introduction to it. 

I thought we ought to concentrate on t wo thlngs . 
That is, your statement that a crisis was reached, 
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a decision of great importance was made, when 
the President made his sta~ement that we must 
not have any additional expenditures outside of 
the budget unless we provided revenue to pay 
them, and t hat i f we should lose any revenue as 
a result of the action of the Supreme Court we 
sh~uld have to have a compensating revenue; and 
discuss what that meant in the whole budget pic­
ture. And then, in that discussion, r efer back 
to the opportunities for inflation financing 
that the President had and that he decided not 
to use. And t hen, some discussion of the essen­
tial soundness of the position in which we find 
ourselves now and the adequacy of the tax structure 
to meet and - to meet expenditures and to reduce 
the publi c debt quite rapidly , without being too 
specific about when the budget is going to be 
balanced or how s oon we are going to show a sur­
plus. 

And then some refer ence could be made to the 
evidences that the people have already decided 
that the financial situation of the Government 
is sound by the manner in which they are going 
ahead with business , the manner 1n whi ch they 
are investing in Government bonds , and the evi­
dence that Europeans think it i s sound, the 
point that Geor ge brought up about the invest­
ments in American dollars and American securities, 
and so on . 

And that would lead you into e discussion of 
the interna t ional pi cture and these negoti ations , 
which I think are of very gr eat importance and 
ought t o be a part of the speech. 

What about this thing of starting where we were, 
and wher e ere we now, and where we are going? 

I thought that you ought to start by sayi ng that 
you a re not going to 1118ke a political c8111pai gn 
speech, for several reasons , the fir s t of which 
is that others, especially the President , are 
doi ng that very adequately, and all of the other 
r easons are that i t i sn' t necessary , with some 
i nti mation of t he fact that the campaign is all 
over and what you want to talk about is what the 
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direction of our fiscal poli cy is because you 
think they ' ll be i nterested in it . And no 
att empt to deal in detail with the record 
because it is superfluous . 

"I won't give you any figures, because they 
speak for themselves . " 

Is this a politi cal gathering before whom you 
are speaking? 

H. M., Jr .: Supposedl y not . Under t he auspices of this 
Good Neighbor League . I t ' s the same thing as 
Mr . Bull went up and talked to about a month ago, 
you remember. 

Gaston: And I think you ought to s ay a lit tle something 
about ta~ theory in your discussion of taxes , 
the Justi ce of the i dea of taxation according to 
the ability to pay . 

H.M., Jr .: I said that, but I don ' t want to go beyond that. 

Gaston: Jus t a little explanation of what that means . 

B. Y. , Jr.: Do I understand, George, that you are going to 
do one? 

Baas : Yes. We are not f inished yet . Seltzer was 
writing one. Murphy was wr i t ing one. Some of 
the rest of us too . We ' re going to marry the 
sever al ones in our shop and then we t hought 
we 1d bring in one to you. 

Gaston: That ' s not a broad enough word . llel d, I think, 
i s the better word . 

White: MarrY is a better one, because it wi11 probably 
be pulled apart later. 

H. !l ., Jr.: What? 

Klotz : Pulled apart later. 

(laughter) 

White : llerely a realist. 

H.K., Jr . : And you're doing one (to Upham)? 

1c;" 
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Klotz: It ' s done. 

Upham : No, no. I Just have the first three pages. But 
it moves along pretty much in line with what M4. 
Gaston has said. 

B. Y., Jr . : I s your shop doing one (to Oli phant)? 

Oliphant : Uy shop is getting that legislation together. 

B.M., Jr . : And that ' s all. 

Oliphant: I ' M passi ng on some tax cases today. 

Upham: I think it would make some difference whether it 
is being broadcast . 

a.:.., Jr .: It is . 

Gaston: It is being broadcast ? 

H. M. , Jr.: Yes. 

Upham: That ' s unfor t unate . 

Bell: I like that. 

191 

H. M. , Jr .: They ' ve got JO minutes, said they think the President 
will take seven, give me t wenty. 

Sel t zer : Eight or ten typewritten pages, double-spaced? 

B.M., Jr.: Don' t go on pages. I give you now two thousand words . 

Gast on: 

Bell: 

H. M. , Jr . : 

That's not thirty minutes. 

Twenty minutes . 

They've got t his time on, and the President is going 
to use , they say, from seven to ten minutes • time 
himself . 

Gaston: And they only ha ve a halt hour 's time? 

B.M. , Jr. : Half hour ' s time coast to coast. 

Gaston: Two thousand l s enough then. 
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B.U., Jr .: Plenty . 

Upham: Better than thirty. 

H.M., Jr. : Wha t do you mean? 

Upham: You can say the right amount in just twenty minutes. 

Gaston: Upham means it's better for hi s purpose than for my 
purpose that it is twenty. 

H. ll ., Jr .: This is a tough crowd . Now, l et me get this thing . 
You are working on this ( t o Upham) . Your crowd is 
doing something (to Haas) . Bell is getting the 
figures , whatever I need. 

Bell: Yes, I 1m g etting it. 

H.U. , Jr .: Herbert ' s going to have a speech . Right? W9ll, 
shall we say ten o ' clock ~onday morning? 

Gaston: • Yes . 

a. rJ. , Jr. : Is t ha t too soon. 

Haas : No . 

Gaston: Ten o 'clock tonight i C' you want it . 

Sel tzer: Won' t be all done by ten o ' clock, will you? 

Oliphant : Well, no golf tomorrow; i t 1 s raining . 

Klo t z : Ar en' t you going to work it out over the weekend? 

H. IL , Jr .: I jus t didn't want t o crowd t hem too much. 

Klotz: They seem ready. 

Gaston : Do you want t o meet tomorrow night, or tomorrow 
after noon, or give up any t ime on it . 

H. M., Jr. : Four o ' clock tomorrow a f ternoon. Would that keep 
anybody from going anywhere . 

Gaston: No. 
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I don 1 t need everybody . 
you ( t o Oliphant). 

I wo~dn 't think of having 

For this r elief, much thanks . 

a . r~ ., Jr .: Who will come Friday -Saturday , at 4 o ' clock? 

Haas : 

Bell : 

7/hi te: 

Haas : 

H. 'L , 

Haas : 

H. M. , 

Klotz: 

H.M., 

Bell: 

Jr .: 

Jr . : 

Jr.: 

Well, our gang can come, but don ' t you think •• 

I ' ve got football t i cltets . 

I need more time t han that. 

The trouble is t ha t pinches us quite a bit . 
Berbert could do it in a half hour , but we ' re out 
of our water a little bit . But we ' ll have some­
t hing . 

When will you be ~eady? Let ' s put it that way . 

Your first sugges t i on would leave us mor e lati tude. 

All right, tha t ' s plenty of time . Have I anything , 
Wrs . Klot z , Monday? 

No . 

Keep the time on Monday morning f ree. 

Mr. Secretary , I have a War Department bearing 
f or all the Army officers and t heir friends t o 
come over . I can' t very well get out . 

H. ll ., Jr .: Can ' t you g ive me any figures? 

Bell : I can give you my figures . I don' t r eally need to 
sit in on t his conference Monday. I ' 11 furnl sh the 
figures t o fill in the blank spa ces whenever t hey 
get ready . 

Klotz : Is t ha t part of your speech ( to Upham)? 

Upham: This i s t he beginning, yes . 

a .... . , Jr .: Did you bring it to read it? 

Upnam: Oh, I' d r atoer not. 

thearty laughter) 

Regraded Unclassified 



7 

H.N. , Jr.: Go ahead and r ead it . Let ' s see how it sounds. 

Oliphant: Yes, let's have a little entertainment. I move 
he stands up. 

H.U . , Jr . : If you come in with a piece of cake in your hand, 
you don' t expect people jus t to look at it . 

Oliphant: I move he stands up. 

Bell: Will you hesitate when you want to propose? 

Klo t z: I tell you, this is a tough crowd. 

Upham: I'll compromise . 1 111 read the fir st t hree 
paragraphs . Is that all right? 

B.M. , Jr .: Go ahead . 

(Upham reads speech, and 
discussi on continues . • • • . ) .. 
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H.N., Jr . : Go ahead and read i t . Let ' s see how i t sounds . 

Oliphant : Yes, let's have a little entertainment . I move 
he stands up. 

a .~ . , Jr. : If you come in with a piece of cake 1n your hand, 
you don ' t expect people just to look at it . 

Oliphant: I move he stands up . 

Bell: Will you hesitate when you want to propose? 

Klo t z : I tell you, t his is a tough crowd. 

Upham: I ' ll compromise. I'll read the first t hree 
paragraphs. Is that all right? 

H.M., Jr. : Go ahead . 

(Upham reads speech, and 
discussi on continues • • • •• ) .. 
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H. &I.Jr : Hello 

Yes. 

e . M.Jr: Hello Ur. Parker 

P: How arc you? 

R.M.Jr: Very well and you? 

October 16, 1936. 
3 : 40 p.m. 

P: Everything seems to be r airly serene at the moment. 
How do you feel about the s i tuation? 

R.loi.Jr: Well (Laughing) I happen to be very optimistic. 

? : Yes , well I am too . 

H.Y.Jr : Mr. Parker, I took the liberty of asking Ur - your 
friend Mellett Whether I could call on your generosity. 
Has be spoken to you? 

P: Yes he told me in a general way -

- Yes. 

195 

-what it was about. Here ' s my situation. I 1m likely 
to have to go up to New York Monday afternoon or eTening 
and be gone for two or three days ••• 

, • • Ob 

But I wanted to ask you - when do you expect to have your 
manuscript completed on that or 1n rough draft? 

Well I just went over it with the boys here and, on 
account or their needing to do so much research on it, 
we weren't going to meet agt in till 9 : 30 Monday morning . 

9:30 Monday morning. 

Yes. 

It might be possible to go over the thing maybe 
arternoon if they have it in some sor t of rorm. 
be glad to if I don ' t have to make that trip up 

Fine. 

Monday 
I 1d 

there. 
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P: Suppose I just wait to hear ! 'rom you and if I have to 
duck out why you ' ll understand. 

B.M.Jr: Well would you go up on the midnight? 

P: I might go on t be midnight or I might take a rather 
late afternoon train. 

B. M.Jr: I see. 

P: Now I ' ve got one suggestion. 

B.M.Jr: Please. 

P: I! I tm not here and Tom Stokes, Who is out with the 
President, happens to get back. 

B.M.Jr: Yes . 

P: I think maybe you ' d liKe to talk to Tom about that. 
B.W.Jr: No - no. 

I think Me ' s followed the ball a little bit more 
closely on the inflationary phase of the thing than 
I have . 

Well it - Tom Stokes is all right but he isn't Parker. 

Well that's very flattering of you but I -you know 
when you get to tal k1 ng about money I kind of feel 
like Frank Vanderlip Who said, •nobody lmows anything 
about it" . 

Well I can ascribe to that but •• 

Like general philosophy, eh? 

But we ' ll have the facts and figures and what I want 
is somebody who is not in the Treasury, wbo knows how 
to write and knows English and wbo knows the country 
will take a look at it. You see, we ' re so close to 
this thing . 

Yes, I get you. 

I mean - wetre so close and What I - and they squeezed 
me pr etty dry here in the last two months . 

1 ~ 6 
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I 
I imagine it s been pretty wearing on you • ., 
I 1m quite sure I 1ll have something for you earl y in 
the afternoon Monday. 

All right, I ' l l j ust wait to bear from you. 

But I'll give you a ring before noon Monday. 

That'll be fine, or if you want it, i f it's not ­
perhaps it would be more convenient for you to call 
me, say, around two-thirty or three o'clock in the 
afternoon. 

All right. 

Then if you've got it together, I'd be glad to duck 
over there and t alk with you . 

Fine, and t hank you very much for calling . 

O.K. Say, there 's just one thought . 

Please. 

I don ' t think the i nflationary stuff that Frank Knox and 
the rest of them have been trying to build up, including 
Hoover, bas gone over. 

I see. 

' 97 

And I ' m just wondering whether any speech on inflation 
might not kind of put the Administration in the position· 
of accepting an issue that hasn•t been made. 

I see. 

Now, that 's just a very broad, general thought, and I 
may be just as wrong as a man can be on that . I know 
it does stick with a lot of people like - ~h, fo: 
instance, our t r easurer is kind of worried about that, 
you see - with financial people, perhaps . But the great 
rank and file I don't belieTe react to t,bat at all, and 
sometimes when you start denying something it has the 
effect of building it up • Now, that ' s just a general 
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thought in connection with the question of the speech 
and how it ' s prepared, and so forth. 

Well , I think that 1 a very important. The people - you 
see, what they' re trying to do, they have this Good 
Neighbor League, you know •• • 

Yes. 

And Mr. Hull went up there two or three weeks ago and 
made a speech - not too popular, if you remember . 

Right . 

And the thought was that I 1 d come up and talk to the 
same group, and they ' re trying - what they' ll have is 
the so-called business man. 

Yes. 

And they 1n New York feel that these men are worried . 

I see. 

Now, I don't know; I don' t get around enough. But I ' m 
certainly going to think about what you say. 

Just one other thought . 

Please. 

The price level has never got back to where it was 1n 
1929. 

That ' s right. 

And the person Who borrowed money, for example - o~ for 
instance, to simplify it down, suppose I 1d been in the 
fortunate position of having a million doll ars in three 
percent Government bonds in 1929; I would have bad an 
income ot thirty thousand dollars a year, which by 1933 
bad turned into an income, in torms ot purchasing power, 
of about sixty thousand, pretty near double. 

That ' s right. 

Now, that i s cer tainly unfair to the pay~r of that. 

xes . 
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And the inflationary thing doesn't stand up, in ~ 
judgment, just on the grounds that we haven ' t had 
it, and until we get back, say, to the 1926-1929 
level, what the hell? - the debtor is on the losing 
side of the thing . 

I see . 

And it might be pretty well simplified down to that 
price index thing . 

Uh huh. 

At least, that, if I were writing the speech, would be 
one point that I ' d try to simplify and spell out. 

Uh huh. 

OUtsi de of that, I don t t have any immediate thought 
on the subject, but I will be very glad to talk with 
you Jolonday if I do.n' t have to go up to New York in the 
afternoon. 

Well, thank you very much. 

Thank you. 

Goodbye . 

Goodbye . 
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KMjr: Bello 

Operator: Mr. Knoke 

HKjr : Hello 

Knoke: Yes, Mr . Secretary 

HMjr : Knoke 

K: Yes 

BKjr : Hello? 

K: Yes , llr. Secreta.ry 

Friday 
October 16 , 19)6 
4:40 p. m. 

BKjr: I hear that the - this two or three mill i on 
dollars worth of sterling that our friend Jay 
Crain sold is now on the market . 

K: Yes 

BKjr : Well, we don't want it do we? 

K: No 

RWJr : That's what I thought. 

K: 

HMJr : 

K: 

Hlljr : 

K: 

BKjr: 

BKjr: 

No, I don ' t think so. I think it ' s 

He told 
that 1f 

The banks think I you do it you appear to be 
supporting the market f or the Standard Oil. 

Well -

- for the benefit of the Standard Oil or for the 
benefit of the Guaranty,whoever has the order . 

Well, let ae ask you t h is, Crain told me he sold 
that three llillion dollars for a halt of one per 
cent discount. 

Yes 

Well, that ' s remarkable in itself, isn't it? 

It certainly is . 

?0~ 
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K: 

HIAJr: 

.:< : 

flll Jr: 

K: 

lillJr: 

K: 

HMJr: 

K: 

RliJr: 

K: 

HIAJr : 

K: 

lillJr: 

FlMJr: 

K: 

-2-

Yes 

It certainly is. I - I don ' t know how the 
Guaranty figure it; I take it that they got -
they- got it from the - an account of the 
position fro~ abroad, probably from England. 

I see. 

But the one half per cent discount tor a whole 
year i s a remarkably small discount and speaks 
very well tor the status of sterling. 

Yes - well , should I sit here until about five 
minute s of five? 

Well, I - (Laughs) I wouldn ' t if I were you • 

You wouldn ' t? 

No (Laughs) 

Anythi ng around now? 

Still a small amount offered at five sixteenths 
and t he bids 

I ' m sorry, there was Just an automobile passed, 
I couldn't hear it. 

I say, we have still a small amount offered at 
five sixteenths 

I see . 

And bids are in the market at a quarter. 

Yes, well that ' s all right . 

rhat may change, but I don 1 t think it will change 
substantially . 

Have you talked to the Bank of England today? 

Yes 

Well , what was the news? 

Very quiet , they are - they were losing - the Bank 
was l osing gold about f i ve hundred thousand pounds 
a day 
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K: 

IDljr : 

K: 

Hlljr : 

K: 

ll!ljr : 

1( : 

lllljr : 

K: 

HKJr : 

K: 

l!Ai jr : 

K: 

lllljr : 

K: 

HltJr: 

K: 

-3-

Yes 

Vlhich, of course, is very insignificant . 

Yes, and what about the French? 

Well, I didn't speak to them, but they're - they 
did two hundred thousand dollars today which is 
an indication of the very small and orderly market. 

Yes - I wish l.londay that you ' d begin, when you 
talk to these people - various people who talk to 
you - find out whether there is any particular 
pick-up anywhere in either imports or exports' for 
anybody; could you do that? 

Yes 

I mean, for instance, whether any people are - or 
their buying from, say, Czechoslovakia has been 
accelerated, I mean, or i f anything - particular 
shifts 1n the imports or exports due to this de­
valuation. 

Yes , I can ask the question, but I think it ' s too 
early, Mr. Secretary . Those r eports don ' t reach 
through tha t don't go through that far . 

They don' t? 

llo , I don • t think so. 

Well , begin t o a sk here and t here a little bit 
Konday 1 will you? 

Yes, I will, yes . 

You know what I mean? 

Yes , I -
mind. 

I think I unders tand what you have 1n 

Simply t his, if Woolworth' s , say, shift in their 
bu.ying, l et • s say fyom Japan or Germany to 
Czechloslavakia to Italy or vice versa, or some­
thing 11lte that, you know? 

Yes 

See? 

Yes, I think I understend .mat you have in mind. 
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llltJr: 

K: 

HMJ r : 

K: 

Hlljr: 

203 
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But probably, you won ' t be disappointed 11' I can' t 
get anything? 

lo, I w1.l.l not . 

All right, sir . 

All right. 

Goodn1.ght 

Goodnight . 
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Operator: 

Knoke: 

RUJr: 

K: 

B~Jr: 

K: 

IDIJr: 

K: 

!UlJr: 

K: 

Hl.!Jr: 

c K: 

IUIJr: 

K: 

BllJr: 

K: 

BliJr : 

K: 

B.ll. Jr: 

K.: 

• H.ll . Jr: 

Thursday 
October 15, 1936 
4:55 p.m . 

llr. Knoke 

Yes, llr. Secret ary. 

Well , now, how are you putting that closing on? 

A half bid - nina sixteenths offered 

Well, tha t's all right. 

Yes, I think it's 

And we didn' t do a thing • 

Not a thing; nor d i d the British t oday . 

Nor did the British? 

NO. 

What about the French? 

Well, the French, he told me over the telephone 
he bad bought about a million dollars by noon 
time and I'm still waiting for his cable giving 
the final figure. 

But the British didn ' t do anything and we didn't? 

Tbat1 s right . 

Well , that's 

All the British did was to 0!fer fifteen bar s of 
gold in the London market this morning which is 
equivalent t o support of sterling . 

Yes, well , I'd say that was the mini­
almost doing nothing. 

that's 

Surely, - I said - - that shows - I mentioned it 
merely because I think it shows the intention. 

Right - t henk you. 

All right, sir. 

Goodbye • 

;?04 
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Present: 

B.M., Jr. : 

Bell: 

..., -
... ~ 

IU:s. Klotz 
Kr. Upham 
!.lr . Whit e 
Mr . Bell 
)(r. Haas 
L!r. Taylor 
)(r • Jfurpby 
Mr. Seltzer 
llr. Oliphant 
Vr. Gaston 

October 16, 1936 . 
9: 15 A. M. 

Dan, I want you t o sit 1n on this because - U you 
haven•t got the time, I want you to put somebody in 
on it. 

I'm going to give a s peech Friday night a week. 

Friday ni ght a week? 

R.M. , Jr . : A week from Friday night. 

Bell: O.K. , wel l , that's a lot of time. 

B.» ., Jr.: Hello, Berman; sit down. Waiti ng f or you. 

Oli phant : I appreciate your confidence . 

B.M., Jr.: What I have asked you gentlemen to come 1n here tor -
and lady - is this: I'm giving a speech a week fro• 
Friday night . I've blocked it out very roughly. I 1ve 
gone about t wo thirds of the way. The last third 
I haven't attempted. It i s still ~r:r rough, and 
there's cer tain places where I need statistics. 
Because - you know how I work; when I get all through, 
I don' t know how JD.uch I 111 use. 

Can :you hear all right? 

Seltzer: Bot as well as I might. 

B.M., Jr.: Why don't you move up here . 

The main thing I want to atte01pt to do 1n thill speech -
I have talked to other people and I thiDk it i s one of 
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B.M., Jr.: 

Haas: 

H.K. , Jr.: 

Baas : 
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principal blind spots as far as the campaign issues 
go !rom the financial standpoint; a.nd that is this 
question of inflation. That's what I'm going to 
talk about, this ~uestion of inflation. Nobody 1 s 
tackled it and I want to tackle it and I'd like 
it to be as letter perfect as our ietter to Senator 
Vandenberg . 

I'm going to block it out for you and then this 
young man will make copies and we f 11 give you each 
a copy. We'll m~et ~gain at 3 o'clock~ and each of 
you khow wnere the miSsing parts - eacn of you 
people are going to have to furnish me something. 

Now, this i s the way I want to start; it's very 
rough: 

•Let us take an inventory o!tbe nation' s business; 
One -Where were we at three years ago, namely, 
!larch 4, 1933?" 

And right there, George, what I want to put in 
is, for instance, the Fede~al Reserve production 
index. I mean we'll get more statistics than we 
need and we ' ll look again. I mean I'm talking 
physically, you see? The Federal Reserve index, 
stocks index, Moody 's index, commodity index. I ' m 
going to give you more than I need. But the things 
that go into our arriving at our r evenue - imports 
and exports ; I don ' t !mow whether they go in. 

National income . 

The t rouble with national income is I've used different 
figures from the President and I ' m not going to use 
the same figure that be did . 

The Cleveland Trust Company has a monthly figure 
which reaches a low in Karch, 1933. It hasn' t been 
used by a07body, and certainly that source 1s not 
biased for the New Deal. 

Don't they immediately throw t hat ba ck in the face 
of the President? 

It •s monthly. It's not comparabl e with the yearly 
figures. 

B. lll. , Jr.: What? 
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Not comparable with the yearly figures . 

Anyway, it's your group's job to give me figures 
that a business man can understand - to take a 
cross-section - a s I put it, an inventory ot the 
nation' s business ( t hat ' s what I'm calling it) as 
ot March 4 , 1933 . See? 

Now, I don' t know what goes into i t . I don ' t want 
it complicated, not too many f i gures. I don't want 
to use the figures the President uses on income 
because they have been di scredited and I can' t use 
the same figures he did; and they weren' t accurate. 
And I 1m not going to use a different set of figures 
and set ~self up against the President. 

Now, firs t, "inventory of the nati on's business .• 

Two - "Where are we at now?• See? 

Three - "Where may we hope to be three years hence?• 
I don 1 t know - t wo years, three years, as far as 
a couple of years - I don't know just what to say. 

Oli phant: Does t hat mean hope to be, plan to be, or should be, 
or pr obably will be? 

H.U., Jr .: Probably will be - based on the es timates, the best 
estimates that n can do . See? Huh? I mean - that 
is, George will . See? I go back to where we were, 
the nation ' s inventory, the nation' s business three 
and a halt years ago. I know what •s been done, but 
I want to do it a little bit different. I want to 
put in those figures , the figures that we use to 
arrive at the Treasury estimates of income. 

So we have - Where are we at now? Where ma,y e hope 
to be blank years !rom now? See? 

The.n I next wa.nt to trace the financial and fiscal 
leg! slation that has been placed on the books during 
these past three years . 

Oliphant: How about the part that was turned down by Congress? 

H.M., Jr.: Just don ' t - just withhold that a minute, will you? 
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Yes. 

Let me give you the framewor k, and we'll go back. 
I mean I want to have yours l a ter. 

Now, I want to trkce the financial and fiscal 
legislation that has been placed on the book.s . 
I got at i t the other way. I was going to show 
what we did use and what we didn ' t use . What 
Oliphant wants to say is the things t hat we 
suggested and they didn't taka . But I don' t know. 
Anyway, trace the financial and fiscal l egi slation 
placed on t he books . 

Oliphant: If I could interrupt Just once more, Henry.. . What 
I had in mind wa s not what we r ecommended and they 
didn' t do, but what people tried to get through 
down t her e and the Democratic Congress didn't pass. 

H.M., Jr .: We ' ll keep tha t in mind . 

Ol iphant : That was t he thought. 

R . • L , Jr. : What .fi.nancia l s taps, or what fiscal steps, have 
we taken to bring about recovery? What have we 
done? What parts of the inflationary l egislation 
placed on the books of Congress have we not used? 

Next, what has i t cost the country to prima the 
pump? Now, the thing that I want there is a 
little d i f ferent f i gure than has been used before . 
I ~ant to start with our net debt position as of 
March J . By t hat I mean the little money that we 
had - if it was 20 billion; I don ' t know what i t 
was. I mean ~rhatever we had left in the cash. 
And I don ' t think - I don' t know whether you want 
to subtract the recoverables or not. Just take 
the debt position less whatever cash - what we 
owed on t ha t and that debt, r a ther (to Bell). You 
can d o it both -ys and see how it looks for me. 
See what I mean? 

Bel l : Yes. 

H.U., Jr .: The.n taka the picture now, whatever the similar 
picture is. Now our gross debt, J4 billion, less 
our cash. 
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Bell: I ncluding the stabili zation? 

H. 'J. , Jr . : No, and I ' ll tell you wey; I' 11 tell you wey not 
in a minute. In between that gap, whatever it 
i s - ll or lJ billi on, whatever i t is - I then 
want to subtract from that; as I say, i t is 13 
billion; I want to subtract tbe figure t hat bas 
gone into, a s we count it, permanent improvements, 
and then get a figure of the money for which we 
have nothing to show - in other words, how much 
have we given away? See? How much have '.fe given 
away? 

Now, I think that t hat figure - this is my guess -
t hat the money that has been given acray, that 
hasn' t been invested in America, will be something 
around 5 or 6 billion. It's very smal.l . But 
t hat's what I want to get f rom the people in tbe 
room. Do you see what I mean? 

Bell : Uh huh. 

R. N., Jr .: Now, what I want t o s ay i s this : How much does it 
cost to prime the pump? And it ' s tbe money we ' ve 
been giving a.ray; that 1 s tbe interpretation, unless 
you fellows say I•m not thinking strai ght . 

Then I say: Has it been worth while? Have the 
r esults justifi ed the means? Bow have we financed 
tbe cost of recovery? See? 

There have been two methods, t wo roads t hat we 
could take to finance recovery. One was the 
inflati onary, the •printing press• method, and 
the other has been to borrow through interest­
bearing securi t i es in tbe orthodox manner, plus 
r a ising, increasing our revenue through taxes. 

Now, I wan t to say here. • . Wait a minute; I•ve 
got ahead of my sell'. Wait a second . I got the 
wrong page . Bow are we financed? And I say ••• 
I got this - I ' ll have to go back on this thing. 
How m.ight we f i nance? 

I say this: How might we fina nce through existing 
legislation? Sketch the various me thods that we 
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could have used. 

Then I say: We chose the orthodox, conservative 
method. 

Now, this is the whole key of =Y s peech: When 
di d we pass the financial cri sis in this country? 
See? Then - We passed tha t crisis on the day 
t hat the President of the United States , in January 
or whenever it was, made up his mind that he would 
finance the increased burden which was thrown on 
him through the Supreme Court - three A • s and the 
Soldiers ' Bonus . And then I want to dramati ze 
that picture, the decision that the President had 
to make, which road he was to choose . Which road 
was he going to choose? Every polit ician, of course, 
advised him, 1n the face of election, not to dream 
of proposing a tax bill. Inst ead of that, we could 
have increased our borrowings or used the various 
i nflati onary methods we had at our disposal . 

Then I say that the time to worry about inflation 
is ten months behind us. We crossed that bridge 
last January. Just a s you gentl emen know, we are 
not worrying about mrhat 1 s the dollar going to be 
worth tomorrow?• You were worrying about tblt two 
years ago, not t oday . So I say: You people who 
hold insurance poli ci es and you people who hold 
mortgages, and you who have money 1n the savings 
banks, we crossed that bridge ten months ago . 

Now, if President Roosevelt had decided to take 
the inflationary method. • • This is where I get 
it. We could have used 2 billion 8 o£ our profit 
on gold; we could have used 3 billion of commerce 
currency, which makes it 5 billion 8; and we could 
have increased the silver seigniorage to $1.29, and 
that was another 500 million. And he 's had a t his 
disposal all the time 6 billion dollars that be 
could have spent, and he hasn't touched one penny 
of it, and - I hope I 8JII right - that 6 billion 
dollars which he's had, which he could have spent, 
equals , more or less, the money that we have had to 
give away. s,e? That's the point that I want to 
get at. That s why 1 don ' t want to bring in the 
credit of 2 bf llion on the debt. You get the point? 
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Bell: Uh huh. 

H.Y., Jr.: I'll just read what I 1 ve got here, you see. I'll 
go back here again on this thing; I want to get it. 

I say: Have the results Justified the means? 
How di d we finance the cost? How mi ght we have 
financed through existing legislation (meaning 
inflati on)? We chose the orthodox, conservative 
method . 

17hen did we pass the financial crisis in the 
country? Last January, when the Presi dent decided 
to pay tor three A's and the bonus through taxes 
and not by using inflation. It took guts to do 
that . That crisis is ten 1110nths behind us, not 
before us. We have chosen the tax method, based 
on the abUity to pay 1 rather than he inflati on 
method. 

Then I want to say : No one in this audience will 
disagree lfith me as to that decision. They un­
doubtedly will di sagr ee as to kind of taxes. 
No one likes taxes . See? 

Now, I may or may not go into this, but I want 
the facts: On whom do the increased taxes fall? 
See? The 1932 tax, the 1932 H~over tax b111 - he 
claims it - on top or the depth of the depression, 
they increased the taxes on the following classes. 
Now, that ' s all here, and Helvering has gi ven it 
to us, hasn ' t he, llrs . KJ.otz? 

Klotz : Yes. 

Gaston: I have it all. 

B.Y. , Jr.: You have it? 

Gaston: Yes, yes. 

Now I want something on that. I want to show -
dont t want too many brackets - but I want to show 
that in 19321 the man - that s i nce 1932, the 1934, 
1 35, a nd •36 tax bills passed under Roosevelt -
the man from somewhere about 125,000 down pays 
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less; from 25 to 50, he pays a certain percentage 
more; !rom 50 to 100 - certain brackets I want to 
put that in. You have these figures and I'll get 
somebody to tabulate them. 

Then I may want to say this: We have ~eard a lot 
about the recent tax bill, and I wanted to satisfy 
my own curiosity as to just how much it did hurt. 
So I have taken, I have asked the Bureau of I nternal 
Revenue to take a cross-section of the three hundred 
sixty richest m~n and women in America . We have those, 
but don' t give them the names, you see . In this 
group income averaged 1n 1932, the taxable income, 
let us say, averaged one hundred thousand. Their 
taxes - they paid fifty thousand dollars taxes and 
they had left fifty thousand do11ars . In 1933 the 
taxable income was so many hundred thousand dollars ; 
they paid so much taxes, an increase, and they had 
l eft so much; they sti ll had more left . And it goes 
right up to 1935. And this shows that, notwithstanding 
t he fact that each year this group paid more taxes, 
at the ond of the year they had more left to spend 
than they did before . So, while you have paid your 
government more money, you've got more left in each 
of the last three years than you bad the preceding 
years to s pend. 

How, whether I want to use that or not I don' t know. 
But those f i gures are there. Krs . Klotz has got them 
and they have to run them through a machine to average 
them up, you see . Will you take care of that, Oeorge? 

Yes. 

Did they include the tax exempt income of these 
people? 

Well , you'll have to see the figures. It's the taxable 
income. No, it's simple, you see. 

Yes. 

Now, I want to say this: We in the Treasury have 
never taken the posi tion that we know or had the 
last word on taxes. And tberefore, immediately 
after election, I 'm going to follow the same pro­
cedure tha t I di d ~hen I was with Oovernor Roosevelt 

Regraded Unclassified 



9 

in New York, when the Governor appointed an 
Agriculture Advisory Commissi on to study the 
agricultural problems of the State. That board, 
incidentally, was composed of 21 members, 18 of 
which were Republicans . What has happened to 

?13 

~ 

the man and woman who l ives in the rural distri cts 
of New York i s well known to everybody in the State . 
That Commi ssi on was a success . I happened to be 
Chairman of it. Immediat ely after electi on, I am 
go1ng to 1nvite men and women who represent all 
walks of life to volunteer their time to adviso 
me on taxes , and we will be very glad to receive 
the advice from anybody i n this room, a s to who 
should comprise the membership of this. The 
only requirement for a member of this board i s 
that the man or woman who s i ts on it wants to 
serve h is country . 

Now l et ' s take a look at the future. How are we 
going to pay for the pr iming of the pump, a nd who 
is g9ing to pay for it? The record of Mr . Roose­
velt s administration for the last three and a 
half"years bas proved def1n1tely that his methods, 
that the fiscal methods which he has followed , both 
in bringing about recovery and paying for i t , are 
both conservative and have been successful; so that 
there is every rea son for you to have full confidence 
that these same methods will be followed during the 
next four years by President Roosevelt. 

The Presi dent and IIIYSelf are just as anxious and 
desirous - if not , and I believe more so than any­
body in this audi ence or 1n America - that we 
balance the budget just as fast as i s humanly 
possible to do so, and just as fast as business 
recovery wi ll pr oduce the revenue with whi ch tc 
meet the expenses of the government. 

Our est1mates 1n the Treasury for the next fiscal 
year show a revenue - that we can reasonably expect 
a revenue of 7 b1llion dollars. 

Next year or this year? 

Was it tlkis year? 

IJ8. 
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It begins July l this year. 

7 billion dollars ; isn't that right, George? 

It•s 6 and 9, something like that. 

Well , approximately 7 billion dollars . O.K. 
I 1ll match you for the difference . 

Baas : It's very conservative, so I think it will be 
over 7 billion dollars when it works out. 

B. \1., Jr . : We estimate that our ordinary expenditures will 
be approximately X billion. The only sizeable 
increase i n these expendi tures will be for the 
A:riJlY and Navy . 

Bell: Kay have to modify that a little bit. 

B .~ ., Jr.: What did I say? 

Oliphant: Only sizeable increase will be for the Army and 
Navy. 

B . ~ ., Jr.: Yes. The only sizeable increase in expenditures, 
other than Social Security? 

Well, you have Social Security. As I say, that 
will be qualified a little. 

Jr.: All right . I want you to have plenty of time. 

Jr.: 

This thing has to be letter perfect . 

Allowing for five hundred million dollars for 
public works, which this country can and should 
afford - should and can afford; allowing for a 
billion dollars for relief; figuring that we will 
begin to l i quidate some of the emergency aaencies, 
I believe it is conservative to say that during 
the fiscal year beg1nn1ng July 1 , 19)8 ••• 

138? 

'37, ' }7. - we may expect ••• (Mr. Bell can fill 
it in. ) 
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Now let 's look into the next year, which is more 
dii'ficult to forecast. But certainly, it' recovery 
continues at the pace, at the same pace, for the 
next two years that i t has during the last two 
years, it is reasonable to expect a revenue of ••• 
How much, George? 

I can' t say offhand . We wouldn ' t have to make that 
strong an assumption. At the same pace, you' d 
balance your budget; you wouldn't h8ve to assume . 

You' d want to show, I think, a substantial surplus 
in ' 38, 139. 

Jr.: Based on a revenue of how much? 

It ' s about 8 bill ion, or it ' s more then that. 

Between 8 and Si, but a· billion i s all right for 
this . 

Jr .: All right, we can expect a revenue of over 8 billion­
what did I say, beginning July 1, ••• ? 

1938. 

'38. 

Jr.: 1 38 . So that, barring some unforeseen catastrophe 
such as a World War or another drouth, I say that 
it is safe to estimate that we will have a surplus 
in 19--, in the fiscal year 1938. 

Say a substantial surplus. 

Jr. : A substantial surplus. 

1 39, fiscal year 138- 139. 

Jr.: Well, that's 138- 139. 

That ' s right, fiscal year 138- 139. 

Jr .: And, going one year further ••• How much do we have 
there? 
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Oh, we got up there, including Social Security, 

over 11 billion; without, it was about 10 billion, 

a s I remember. 

That was •4].. 

H.M., Jr. : Buh? 

Bell: 

Haas: 

Gaston: 

Haas : 

Bell: 

Haas : 

That was 141 fiscal year , wasn't i t? 

Five years from 1936. 

It was 141. 

It was taxes based on the ' 39 year . 

That's r i ght, on the fiscal year 1939. I guess it 

was. 

That would be ' 40 . Somewhere around it, what I said. 

B .~., Jr.: Somewhere around it. 

Well, figuring. • • What I want to get, George, in 

here is this. What I' d like to get is that we 

might say by 14]. or 1 42, somewhere in there, or 

the next five years - I want to say something that 

goes like this : Your grandchil dren aren 1 t ~ing to 

pay for recovery; your own children aren't going to 

pay for recovery; you are going to have that privi­

lege. And i t is reasonable to say that recovery 

will be paid for and the public debt reduced by 

such and such a year. 

Now, of co~se, the President has got to see this 

thing . He s got to O.K. it. But I 1m willing to 

say that, see? 

Now, I want to say: All of this talk about 

inflation, and raising this questi on of this 

"bogeyman" - I propheay - w11.1. die down just as 

rapidly after election as the question 11What will 

the dollar be wor th?" bas died down today. 

Oh, then in this thing I want to say - in part 

of this thing, as to r ecovery I want to bring in 

this question of world stabilization of currencies. 

See? I want to bring that in. In the future, I 
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want to say - I reaJ.i ze what I am talking about , 
in the next fo1r years - I haven• t been able to 
work this thing out, but do you get the point? 

Noor, what have I got? What I am trying to do is 
to say: 

Where were we three and a half years ago? 
Where are we now? 
Row much d i d it cost? 
How di d we finance it? 
We have done it on the orthodox, con­

servative method . 
The President made his decision last 

January and February, when he decided 
he'd r a ther have new taxes rather 
than use his commerce currenc;y. 

~at we are going to continue to finance 
this government on this conservative, 
orthodox method . 

That, based on the present t ax structure, 
whi ch is the strongest this country 
ha s ever seen, we are going to pay for 
recovery and retire t he increased debt 
within the next five or six years . 

That this whole thing is based on the 
ablli ty to pay. 

That our philosophy 1s to pa;y off our 
debts when we are making the money, 
and not when we are losing it. 

And that the time to worry about infla­
t i on is past. 

That we have been able to f i nance - the 
very fact that we have been able to 
finance recovery at a constantly l ower­
ing cost, increa sing the length of 
our debt until the debt now, the public 
debt, is 1n a more healtb;y position than 
it' s been aey time 1n t en ;years, because 
it i s better distributed. 

And frankly , gent l emen - and lady - what have we got 
to worry about? 

And then, i n closing, I want to bring in that thing, 
and l:lerman, you've got it; i f you haven 't a.nd can ' t 
get i t from any p~ace else, call up Justice Stone ' a 
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secretary - and I want to say that this whole 
recovery i~ based on what Justi ce Oliver Wendell 
Holmes said so beautifully : "The privilege to pay 
one ' s taxes is the price one pays for civilization." 
I want to close on that . 

Now, let me go aroUDd. Be very frank . Do you 
like it, Mrs . Klotz? . 

Klotz : I l ike it very much. 

B. 'll ., Jr .: Sort of- I mean are you worried about your money, 
baby bonds , that sort of stuff, ten years hence? 

Klotz : No; I like it very much. 

Upbu: Yes, I like i t very much as a whole. ~here are one 
or t wo points that I • • 

H.U., Jr . : Oh well , I know. I mean the thought, i s it new? 
Ha s it been presented by anybody? 

Upham: That date in Januar y around which it all centers 
i s the thing wh ich, it seems t o me, is new arA to 
be dramatized. 

H.v. , Jr .: I ncidentally, somebody get hold of Banker Law' s 
s peech. Mrs . !Aorgenthau heard i t . He talked 
about inflation. Can you get it - the one he 
gave up at the New York Tribune? 

Upham: Oh, yes, the New York Tri bune speech. 

H.M., Jr .: I mean this was the sort of turning point, ten 
months back . 

White: 

Oliphant: 

White . 

Number one, with some modifica tions. I' d go :auch 
f urther than Upha.ll, I aigh t •ay. But, rlt h that, 
it would be easilY the best speech, in content -
I don't know 1n delivery - that bas been made in 
this campaign. It has that possibil ity. The 
i dea is wholly new. 

He thinks the deliv~~Y rlll be terrible. 
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H.K., Jr.: 

Upham: 

15 

You are thinking of it as a speech for the 
President? 

Oh no . As I say, the i dea, the gener al simplicity 
of the outline, and the effectiveness of the 
points to be made are both novel and approach 
easily, in rq opinion, the most effective and the 
most important that have been made in this 
campaign. 

White, I 1 11 see tha t you get a n increase in salary 
pr etty soon. 

Can' t we start over again? 

{very hea.rty laughter) 

B.W., Jr .: O.K. That ' s marvel ous . 

Klotz : 

White : 

Bell : 

'l'fh1 te: 

Oliphant: 

White : 

Oli phant : 

White : 

B. M., Jr.: 

White : 

They 'll all have to say they like it now. 

I 1m sticking rq neck out, I know. 

Could I be last? 

{hearty laughter) 

Gentlemen, this is most embarrassing. 

The interes ting thing - you stopped everybody else . 

What? 

You stopped everybody else . 

You know I never hesitate to d i sagree with you, 
Mr . Secretary. 

Li sten, White, if I thought you were "yessing" on 
this, i f I hadn' t beard you tear t hings apart, I 
wouldn' t say this . ill right, got anything more? 
Oh, be doesn't mind me. Say, everybody in this 
room heard him go for everybody else . Are you 
through, Wh1 te? 

I have several i deas, but I presume you want this 
further discussion. 
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B.M., Jr. : Dan. 

Bell: Generally speaking, I think it 1 s grand, but there 
are a few things I don ' t know as to whether or not 
we ought to go into, whether or not we should go 
a s far as. Shouldn' t have said that 1 38- '41; I 
question t hat; that's something for discussion. 

B. M., Jr .: All right. 

Haas : 

George. 

I think the i dea i s excellent, and I think the 
Administration has taken anunnecessary amount of 
punishment on a thing that i s 1n a beaut iful 
defensible position, and I think you have struck 
on a way or defending it. 

I have one suggestion for a close which will take 
me about a minut e to outline. 

H.M., Jr .: Go ahead . 

Haas : You might say, after outlining your whole financial 
program - what you have done, what the situation was, 
what you have done , what the situation is now - ~ell, 

what do the people think about this?" Then quote 
Landon, t he worst sentence you can pick out. Then. • • 

H . lot . , Jr. : No, no • 

Raas : \lfhat I am coming to i s this; you may not want to do 
that part of it . Then I wanted to bring out this 
point - that the people of t he United States actually 
have opinions on this; they have represented t hem by 
putting up their money on them - coming to the question 
of buying these bonds, what they paid for them; to 
develop that dramatically, and what they paid under 
Hoover. Then say: •Hot only the people of the United 
States, but the people of the world have expressed 
themselves on this. • Th•'n show the money that bas 
come in on it. 

H.M., Jr.: Sure, that' s good . But I don ' t- I just want to say 
this : It's a political speech, but, ontbe other har~, 
I want to keep it very di gnified, very temperate. I 
don' t want to refer to Landon or Knox or anybody else, 
don't want to answer Koley. I • ean I want to keep it 
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absolutely temperate as possible . 

Baas: But here is the situation. It 1s not only opinion, 

but opinion which has l~en expressed in terms of 

money both in the United States and outside . 

B.U., Jr.: That ' s all right; that ' s good. But I tbink the 

thing is to keep it just as temperate as possible. 

I think the people are t ired of in the last week 

having people boom at them. 

Baas: Why, I guess so. 

B.M., Jr.: But I think your i dea of showing how people have 

put money on the barrelhead is O.K. 

Baas : Here and abroad. 

H. ll., Jr.: Wayne . 

Taylor: I have got one suggestion in addition. I think it 

i s general ly swell. That is hidden taxes. There's 

been much hullabaloo pr oduced, more produced about 

hidden taxes than anything else - so much f or a 

l oaf of bread, so much for this, and t he rest of it. 

Landon has - I've forgotten which speech it was -

talked about hidden taxes . I think you can do a 

nice job on exploding this • 

. B .~., Jr.: I •m sorry, it ' s going to be 1500 words, and you 

can' t - if you don ' t mind my reaction, you're 

bringing an entirely foreign subject in. I 1m not, 

for instance, going to discuss the merits of the 

1936 tax bill. See? But I'm simply going to say 

it ' s there, it ' s producing ~be revenue, and the 

President had guts to ask for a tax bill, and 

nobody l ikes taxes anyway. 

And I •m going on: I s there a man in the r oom, 1f 

I asked him to write me a tax bill - would 1t be 

like any other? There would be 1500 different kinds 

of tax bills. 

I si.lllp!y want to say, my whole thing is this. The 

speech is this: Inflation or taxes? And we chose 

221 
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the tax method instead of the inflation method. 
Now, that ' s the thing, isn' t it, and that ' s the 
decision that the President made when he made it . 
He could have said, •Well , in face of this 
election, I ' m not going to ask for any new taxes 
to meet this thing. After all, I sai d on January 
5 tha~ we don't need any new taxes unless Congress 
passes some legislation.• The ink on that wasn ' t 
dry; i t went up at 12 o ' clock on a Monday, when the 
Supreme Court at 12: 01 handed down that decision on 
three A1s. Then came the bonus . 

And I say, and I honestly believe this - I mean if 
I didn ' t believe it I couldn ' t make it - that that 
was when we passed the Rubi con on whet her we were 
going to have inflation or coming out of this thing 
by paying for i t and paying tor it out of profi ts . 
See? 

And I don 1 t want tog et into this other business . 
I mean there are t wo ways - inflation, or paying 
i~for it, by taxes, and we chose the tax method . 
Now, do you mind? 

Tayl or: No, not a bit. 

H. !.!., Jr.: That ' s a thing . 

Taylor: I think somebody ought to do this Job. 

H. U., Jr.: I 1 ve got just one idea that I want to g et over, 
and that i s that decision which was made, and that 
thing is behind us, not ahead of us. 

White : You say 1500 words, appr oximately? Going to be 
awfully difficult . 

Taylor: Can't do it. 

H.M., Jr.: No, no, we can do it if we cut out the introduction 
and the f inish. 

Klotz: You're not going to use a lot of figures . 

H.K., Jr .: We 've started, Herbert, haven't we, wl~h about s ix 
thousand and cut 1t down. 
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But I think 7outve got mat&rial here for at least 
six thousand word.s . 

I don't know. 

I ' d l ike just to interrupt . The thing he (Taylor ) 
talks about is awfully good . I'd like to have 
a pproved a plan to let Bob Jackson work i t up and 
deliver it on a nationwide hook-up. 

\Yould Bob do it? 

And do i t well. 

But this thing I am talking on; I'm going to stick 
to ~ sub ject - inflation or no inflati on. 

I think the chief difficul cy would be keeping the 
speech one speech. That i s , you outlined quit e a 
few sub jects and I don ' t think you will get them 
all i n in detai l in one speech . 

Well , let ' s try i t anyway and let 's ~o!!e . And you 
can cut it . There ' s an awful lot of verbiage. 
After all, I've written the whole speech on four 
pages . I haven' t got 200 words there . 

I don't think i t pa7s to have t oo many things . 

I 've got just one i dea . 

About this tracing the history of tax legislati on. • • 

It isn' t r eally more than one idea. 
several aspects, but it is a unified 
i f you keep away from those details. 

There are 
whole as traced, 

But I dislike the i dea of confining yourself to 
1500 words. It seems to me t hat the impor tance ot 
the subject that you are taking a r..1 the tact that 
you are ma.klng only one speech during the campaign 
certainly warrants something more than 1500 words . 

Klotz: That's right. 

H. M., Jr .: Weli , let' s see . 

Regraded Unclassified 



20 

I should think a half hour 1 s speech w ouldn 1 t be 
too much under t he circumstances. 

I 'm the only speaker . 

Easily a half hour . 

There 111 be business men f rom 15 different cities. 
The President is going t o address them on a joint 
hook-up. Besides the President, I ' m goi ng to be 
the only one . 

Is he going to be there, Mr . Secretary? 

No , he ' s not . 

After all , this is the Secretary of the Treasury 
speaking on financial matters and budgets, the only 
speech in the 'ampai gn that he is making, I presume. 
I would go so far as to say it might well even, on 
a speech of that kind, be somewhere between a half 
hour and 45 minutes . 

Don' t want to give them too much . Half hour, I think, 
i s right. 

A half hour is much more than 1500 words. 

About 3500 . 

No , I can' t do in 15 minutes • radio time, allowing 
for introduction, more than 100 words a minute. We've 
been over it so often. 

They cut you a minute and a half off. 

But don't forget you might get a l i ttle applause 
because you' re talking right there . You don't get 
any a pplause on straight '"adio. 

If it's around 3500 words, it ' s plenty of room. 

That ' s r aising the ant e • 

• , Jr . : Where was I ? With you, Seltzer ? Through? 

Murphy. 
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It's hard to say things that are both new and true, 
but it seems to me that the i dea is great, but that 
there is a tremendous problem in compression within 
three t housand words, because there are fundamentall7 
three subjects: the subject of receipts and expendi­
t ures, that is, fiscal policy; the problem of infl a­
tion and the monetary aspect - f or example, the 
distribution of government bonds, which is really a 
different subject; and the subject of taxes . If the 
thing i s going to be put into a half hour dose, which 
is about a11 the audience can take, it is probably 
going to have to have a rather sharp concentration on 
the central theme, centering around that January, 1936, 
crisis that you speak of, which I think has tremendous 
possibi lities of dramatization. 

H.K., Jr.: Well , we'll have to all go to it . Herbert. 

Gaston: Well , I agree with what Mr. Murphy has just said . 
I think that central thought you had or the 
crossroads and the method of payment is the one 
thing to center attention on. But I think also 
that, under the circumstances, making a speech 
before such a gathering, it would be a mistake not 
to say something about the monetary negotiations 
and the monetary settlement. 

H. LI., Jr. : Yes, I want to do that. I want to bring 1ntitis 
European thing, the monetary stabilization, what 
that means in the future, what that means 1n 
revenue, and so forth . 

Gaston: I think the speech ought to start with that and 
then go into this question of how we are going to 
pay f or it and the crossroads of inflation, etc . 

Tayl or : I think it's better the way he has it. 

H. »., Jr.: Well , I think that 's the key to the whole s peech, 
this question of the crossroads. Dan, you will 
agree with me on that . In sincerity, don ' t you 
think we have passed the crossroads? 

Bell: I think you are right . 

H.!l., Jr . : And that has not been shown. llr. Oliphant. 
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And I would be a little shy on going into the question 
of what i s the net cost of recovery, because it 1 s 
been thrashed over by the President and by different 
people and the danger of getting contusion a nd dif­
ferent interpretations of the thing. I think there 
1s so much other fine material that we could pretty 
well pass that up. 

Well , all right. 

It commits you to the pump-priming, too . 

But if you pass up the cost, you definitely do away 
with the possibility of showing that we, r ather than 
our children, will pay for it, because that was based 
on figuring out the necessary amount and then figuring 
out how many years to liquidate it. 

I think i t can be handled. 

Well, let ' s see; that 's what I 1ve got you people in here 
for. 

Ur . Oliphant . And I can 1t raise your salary because 
of statutory prohibition, so you an speak freely . 

I' 111 going to say Just what is on my mind . 

You can demote me . 

You can fire me . I think the substance of the thing, 
t he material you have ·there, is material for a grand 
speech. I am going to make one suggestion about form 
of presentation. I'd start out something like this: 
"A lot of feople have been talki ng during this campaign 
as to what s happened in the past . I want to talk to 
you tonight about what is ahead of us in the future." 
I mean to get this thing off of~e defensive and on 
the offensive. And then, in the process of talking 
about what is going to happen in tJie future , just weave 
in what's happened in the past; the best evidence of 
what i s going to happen in the United States is what 
we have done in the past. See what I mean? 

Jr. : But as to the nucleus? 

The content, as I s tarted out by saying - the content 
is there for a real speech. 
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PEP!' . OF CO~"'FFCf UNTIED i'RE~ - Octob~r 16, .J!6 . 227 

COLD l"PORTS INCREASED FROM 176,00,,637 FOR THE ~K ENDED OCT. 

TO f124,,3S,717 FOR THE VIIK INDID OCT. ,, THE DEPARTKINT OF C~RCE 

THE LARCI l"POITS CAKE f'RlNClf'ALLY FRO" FRANCE AND ~&EAT lllTAJN. 

1""'"" .. SHlf'f'ID f83,273,678 DURII" Tlii RIK AND ~RUT aRITUN, IEQJIA 

10/16•·1U037A 
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DOl' JONIS - October 16, 19U. 

GOLD STOCKS INCREASE AGAIN9£r 

WASHN- THE TREASURY MONETARY STOCK OF 

GOLD ON OCT 14 INCREASED BY I 550 71 I DLS TO 

A TOTAL OF II 003 163 47 5 OLS 

-0-

ADO GOLD STOCKS 

~ WASHN- IMPORTS OF GOLD DURING WEEK ENDED 

:o OCT 9 WERE 124 938 717 DLS VS 76 009 637 DLS 

t 
c 

IN PRECEDING WEEK DEPT OF COMMERCE REPORTED 

S ILVER IMPO~TS DURING WEEK ENDED OCT 9 

a 

WERE I 619 159 DLS VS 4 322 550 DLS IN PRECEDING 

WEEK 
GOLD EXPORTS WERE 19 192 DLS IN WEEK OF 

OCT 9 VS 21 957 DLS IN PRECEDI NG WEEK WHILE 

S ILVER EX PORTS WERE 48 026 DLS VS 48 5 5 6 DLS 

- o-

?28 
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DOW JOKfS COMMENT - October 16, 19S6. 

,~~~- 0 

~~\ ~DH~RENCE OF FORMER GOLD BLOC COUNTRIES 

~~ELGI UM HOLLAND AND SWITZERLAND REPORTED IN 

-WASHINGTON AS PROBABLE NEXT STEP IN DEVELOPMENT ~ 

- OF NEW TRI-PART ITE GOLD EXCHANGE SYSTEM ESTAB-G 
0 LISHED BY U S BRITAIN AND FRANCE 

?29 
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Utll'fED l'tu,:;if - oc• ohcr 16, 1"~·6 . 

PARIS.--URGENT REORIENTATION OF FRENCH FOREI'N POLICY WAS 

TODAY AS FRESH DIPLOKATIC PROILE"S CO"PLICATED JELCIU"'S 

ITCH TO A POLICY OF NEUTRALITY, 

WHILE FOREI'N "INISTER DELIOS WAS STILL DRAFTING A NOTE TO 

8£LGIUM ON KING LEOPOLD'S DECLARATION OF POLICY- - A DAMAGING ILOW TO 

• """"''-L·-THREE NEW, GRAVE POSSIIILITIES AROSE TO PLAGUE THE WORRIED 

OFFICE: 

1.--A REPORT THAT HITLER "IGHT ANNOUNCE FOR"ALLY WITHIN A FEW DAYS 

HIS • sYMBOLICAL• OCCUPATION OF THE RHIN~LAND WAS A THING OF THE 

ST AND THAT THE TERRITORY, DE"ILITARI2ED UNDER THE VERSAILLES 

TY, WAS NOW ORDINARY 'ARRISONED TERRITORY, 

2.--THE IMMINENT FORMATION OF A STRONG FASCIST ILOC IN CENTRAL 

WITH GER"ANY AND ITALY AS ITS LEADERS, OST[NSIILY THIS WOULD 

AN ANTI-COMMUNISTIC ILOCa ACTUALLY IT WOULD IE AI"ED ,DIRECTLY 

SOVIET RUSSIA, FRANCE'S ALLY AND WOULD CO"PRISE A lAND OF TOTAL­

RIAN NATIONS 'OVERNED IY DICTATORS, 

J,--THE PROIAIILITY 0~ TROUILE WITH THE SPA~ISH FASCIST 'OVERNKENT, 

THE RtiELS, NOW WITHIN TWO DAYS' FORCED "ARCH OF "ADRID, WON 

CIVIL WAR. 

FURTHER, A FEROCIOUS ATTACK ON THE LEFT FRONT GOVERNMENT OF 

LAUNCHED CONCERTEDLY THIS "ORNING IY 300 NEWSPAPERS 

LOVER THE COUNTRY, RAISED THt QUESTION ~CUTELY WHETHER THE PRESENT 

WILL IE LEFT IN OFFICE TO ATTACK THE NtW PROILE"S OR ANOTHER 

IE FORMED THROU'H A COALITION INCLININ' " ORE TO THE Rl,HT. 

l0/l6·-R,Q.3A 
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I 

LONOON • ~T IS ISTIMATID THAT ABOUT ONI•TINTH or THI 
, 000, 000 ~OU~OS BANK O' ( N8LAN0 HOT I S HOAROIO BY CONTININTAL• 
VI I EIN OONVIRTID SACK INTO THIIR OWN C~RRINCIIS WITHIN THI 

T WilKo ,, THIS RATI 0, OISHOAR OIN8 CONTINUIS THI ~R08~10• 
STR INIINCY IN NOTI ISSUI AT THI YIAR•IND ~IAK Or CIROULA• 

AIAINST WHI CH THI BANK Or (NI~ANO HAS SI~N ~UROHASINI 
OVIR THI LAST ,IW MONTHS IS LI KILY TO 81 AVOIOIOo 
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TY-:L~G!lAl: SEliT 

r> ,Jus (;>P.AJl CE l . 

4 09 . 

5PI:CI AL GRAY 

Octobe r 16, 193 6 

5 p . m. 

Oil CuC'[!U.r FReY. I SECRETARY 0:' THE TREASURY . 

232 

Poll o•.7in.; i s t h e r ep l y :~ont by the Federal Reserve 

Bani: o~ row Yor1~ on October 1 5 , l\.":Stl, to the National 

Bo.nk ot Bel g ium' s t e l er;l' nr,, quo t ed in Department ' s 406, 

October 15 , 1 936 : 

lUOTr Refer ence your cable llo . 6 of Octobe r 14 . I 

trot.~ ~it ted it to the Treasury a s you r equest ed a nd am 

advised thz t it is the Tr easury ' s view tha t recent d ovelon ­

mcPts hav e made it necessary t o re-ox~~lnu t h is pr obl em 

t n conv or3at ions o.monG the Tr easuri es of the Gover nment s 

conc ur nE'l \'lbicit is b e ing g iven immtldia t e a t t ention . 

I: A: 'L : D.n 

HULL 
( l"L l 
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PARAPHRASE OF TELEGRAM RECEIVED 

FROII : American Embassy , Paris 

DATE: Oct ober 18, 4 p . m. 

NO .: 1010 

STRICTLY CONFIDENT IAL FRO!.! OOCI:iRAN. 

Department 1 e telegrams Nos . 405 and 408, dated 

October 1 5 , noon, and October 15, 5 p .m. , respectively. 

?3J 

Tonight I am going to Brussels where Governor Franck 

of the Belgian national Bank is to receive me tomorrow at 

ten o ' clock in order to present me at the Ministry of 

Finance. I expect to return to Paris Saturday evening 

and on Sunday I shall cable report . 

I shall go to Bern Sunday evening where President 

Bach of the principal of the !Ia t1onal Bank of Sri tzerland 

wlll receive me !londay morni ng at 9 : 30 in order to present 

me to the Minister of Finance of Switzerland. I plan to 

return to Paris on Tuesday morning. 

The above arrangements were made by telephone. I am 
w~c~> 

calling upon Ambassador l!orris and 1!1n1eter Keen (t), to whom 

Ambassador Bullit has telephoned, before seeing any foreign 

offioiale . 

I called at the French lL1n1stry of Finance yesterda}' 

evening to inform the IUnister of the approaches made to 

ue by the Swiss and the Belgians. This afternoon Auriol, 

who waa abeent on account of ill ness, sent word to lAB through 

Baullgartner th&t he rill be glad to associate himself wit h 

Seorotary 
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Secretary Korgenthau in announcing reciproci ty !n gold 

t ransactions vie- a-vie Switzerland and Belgium should IIUQh 

a decision be reaohed .by the United States Treasury. 

E.A:DJW 
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::'ollowin~,; ia the r eply sent October 16, 1936, by l"ederal 

'lesorve Bank of :1• ~1 Yor!: to Swl.!l:~ n tiona1 Bank ' s telogt'arn 

quoted in Dopartmont •a ~06 , October 15, 5 p . m,: 

1U0TE As me11tionee in our J'o . 14 100 communicated your 

inquiry to tho Treasury and arc now adviced that it would 

prefer to have us delay discussion or the details mcmtioned 

in your cable until general arrangenents have been ~Ado be­

trreon the Treasuries or the Swiss Government and the United 

States Gover nment . We are also arlvi sed that the matter of 

discusoir.a such general arrangement!! is being given 1mmo­

dtato att.-nt1on . mrQUO'n' 

EA: "L :DJ\1 

HULL 
(?I.) 
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October 17, 19~6 

The Secretary called Bell from h1a home thi s morning 
and told Bell that he wanted to get the facts ready eo 
that an answer, charge by chargo, could be made to Hoover's 
speech of last n1ght criticising the Treasury's bookkeeping 
system. He told Bell he would be down at tne office in a 
litt le while, but he wanted Bell to get hie men started 
on an answer to the epeeoh, paragraph by parauaph. He 
wae not sure that he would publicly refute the chargee of 
Ur. Hoover, but he thought lt wae pretty vicious stuff. 
Ur . Bell volunteered the information that wr. Robey, who 
made t he same criticleme of President Hoover's accounting 
methods 1n 1932, is with the Landon campaign now. !Doi,Jr. 
ea1d he thought it would be • marvelous• to let that tact 
be known. 
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October 17, 1936 

Ur. Mallet and Mr. Bewley called on 
at his home t hi s morning, at 9 o'clock. 
were !Jr. Taylor and l.lr. Lochhead. 

t he Secretary 
Also present 

Before t he British gentlemen arrived, the Secretary 
made this bet: "They are going to O. K. Switzerland and 
say they haven't had time to think about Belgi um. • Loch­
head said, " I don't know. They may o . k. Belgium and 
hold off on Switzerland, becouse Switzerland has been 
going into the f ree gold market. 11 Ur. !.lorgenthau then 
said, "I may be all wrong. It I am, destroy this bet! 
But all this bue 1ness about Belgium giving up t he Locarno 
Pact, that's where we have to be careful because we don't 
want to be drawn lnto European polltioe.• Taylor•e com­
ment was, 'I haven't any hunches on it at all . " 

Lochhead ea1d to tne Secretary , "I got a blg laugn 
out of Paul Uallon'e column about dressing up tne etabil-
1zatlon agreement , because t he average man, the exchange 
man, who looked into the pact wouldn ' t pay any attention 
to lt, but you took the dry tact and dressed it up, some­
t iling like putting t he fan on Fanny Rand, so it Y:ns i n­
triguing to the man on tne street., but 1f I am sitting 
on the exchange, it' s routine .• HU,Jr's response wee, 
"Everybody said lt was an anti- cll.ma%. or course, I 
dressed lt up !• Taylor sai d , "He givee you f eel credit 
tor 1 t. • 

?37 

Continuing, the Secretary said, "You all thought it 
was go!ng to be a dud. The English came out with a 
little, dry statement and I dramatatized it. Ae a matter 
of fact , J oe Kennedy said to me over the telephone, he 
said, ' Henry, if this waen ' t three weeks before election 
and lf you were not tne kind ot tellow you are, you would 
have every tront page blazing on th18 and this is the big­
gest thing that has struck Aaer1oa . 1 That ' s what he said. 
' You would have every front page blBAing and this ls tho 
b iggest thing that has struck America. ' When you hear 
these fellows like the Standard Oil tal~, good heavens! 
But that 's all r1gnt. It I dreeoed it up, I haven't 
yet squeezed it dry. • Lochhead added, "Tnere ia plenty 
more . • 

Resuming hie remarks, the Secretary aald, 1 Tnere 18 
plenty left and underneath tne whole thing is thle tight 
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to keep Belgiwn as she i s so eventually we can go back 
to the old gold s tandard. That's what Harrison says 
to me -- 'Keep Belgiuc as she is, eo eventually we can 
go back to t hat old gold standard.' In o t her words, 
t hey want to keep a little piece or t he sour dough (tho 
old system) 1n order t o preserve t he old gold standard.• 

Tne 
ge t 

Ur. Mallet and Ur. Bewley cace in at this point. 
Secr etary gree t ed them and said, "I thought I would 
you here early so you would not spoil my week-end ~ 

"I have very little to say, " Ur. llallet said to 
the Secr etary , "because unfortunately we have not got 
an answer to the main question about t he Belgians and 
the Swiss . I don't think we Shall get l t until some­
t.1me today . But I r ather t h.ought I would get it last 
night , and we got an answer t o your question about 
Cnina and I t nought you would like to have it. 

"It simply is that press reports of the British 
loan to China are unfounded. What 1s happening, the 
existing export credits scheme (what we t hought) has 
already been applicable to exports to China, but very 
little business is being done owing t o difficulty or 
assessi ng 1n London the credit risks in China . A 
local representative in China of the ~port Credit 
Guarantee Company is going to be appointed and announce­
ment will be made 1n London on l.!ond~ . The press in 
London has magnified rumors about this and stated t ha t 
a credit of several millions or pounds has been made 
to London and t here is no foundation to this. No l oan 
or credit r·elations with the Chinese Government. have 
taken place and they say I can inform you of that, but 
they ask you to keep t he fact or t he export credit guar­
antee r epresentative 's appointment confidential until 
Uonday;until it has been announced on Uonday.• 

The Secretary' s racetioue comment was, •we can't 
keep secreta, • and ur. Uallet Jestingly r eplied, •we 
have discovered t hat . • 

HU,Jr. t h en asked ur. uallet, •oo you tell that 
to the stat e Department? • Hi s reply was, 1 I haven't 
eo far, because I cerely got t hat ln answer to your 
question.• •oo you wieh ue to or ie that Just for 
ue?' , Mr . Uorcentlulu asked. Ur. Uellet replied, "Juot 
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as you like , but I should think i~ would pr obably be 

be~ter it you did.• ur. Bewley said, "I t hink the 
State Department should know." !4r. Mallet enid , "You 
might explain to them how it got t o you and that r 
would have exp lained 1t to them a t first, bu~ it arose 
from your asking the question and my findi ng out tor 
you . • HU,Jr . then said toUr. Taylor, •wayne , will 
you please tell t hem. • 

Llr. Mallet t hen said to t he Secretary , •aut I am 
sorry that I have not got the answer on the other." 
HU,Jr. answered, 1 That's all r ight.• Uallet said, 
"It we get it later in the day • •. • HU,Jr. interrupt­
ing said , "I never know what t hese things are, eo I 
simply l ike t o keep the ball rolling.• 

ur. Bewley remarked, 1 The papers say the Dutch are 
beginning to get interested. Are t hey going to try to 
come i n? • Replying the Secretary said, "Don ' t believe 
wha~ you see in our papers! There was yesterday's 
statement, wh ich I read, and I think I know where t hey 
picked it up . They did not pick it up in t he Treasury . 
I think I know where they did pick it up . The story 
was Just picked up trom a little bit of gossip here and 
a little bit of gossip t here , but we have nothing from 
toe Dutch. We have a •nibble" from the Swedes. That's 
come in. • 

Lochhead explained, 1 The Federal Reserve Bank sent 
out the proclamation t o the Swedish Central Bank and 
they are get~tng an answer back, Just wanting to know 
what it is all about.• HU,Jr. asked him, 1Wouldn 1t 
you say it is Just a 'nibble'? It isn't a ' strike'?' 
Lochhead answered, "Yes.• 

Bewley inquired, "Have the Swedes got a stabiliza­
tion fund or not?' HY,Jr. answered, "No. They are 
really trying to find out Just where they do stand. The 
Federal Reserve Bank sent thi e letter to the 12 or 14 
central banks. Now they are beginni ng to answer, and 
ae they answer, the Federal Reserve Bank tells them to 
take it uo> through diplomatic c~cele and through the 

Treasuries.• 

The Secretary then aaid to the British, •That's 
quite a supple:nent the London Economist got, out. 1 Bewley 

?33 
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ea1d, "I have aeen or i t, but Chalkley haa ael~ed it 
and kept lt firm 1n hie room . • HK,Jr. explained, 
"They got out a special New Deal s upplement. • Bewley'e 
comment wae, 1 I hope it is favoreble.• The Secretary 
sai d, 1 What I have seen of it le very favorable .• 
Uallet remarked, 1 It certainlY would be. The Eoonom1et 
baa always been very much on the tree trade lines; any­
t hing that would t ree t rade barriers would be favorablY 
written by the Economist . • Kr. Lochbead explained, 1 But 
th1e waa before the currency etabili~ation. It'a on 
the New Deal." wr. Mallet then said' "The Eoonomiet 
would be f or the New Deal, I am sure, and Bewley agreed, 
eay1ng, •on , I think eo. It ls a liberal paper. • Mallet 
added, •It has supported New Deale of all kinde.• 

..,4 -
• 

The Secre tary then said tour. Uallet and Ur. Bewley, 
1 If anything comes, you will l et us know? And I appreci­
ate th.is very much . Thank you. • 
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October 17, 1936 

Tbe attached meeeage trom Ur. Ch&mberl&1n was 
del1vered to the Secretary at h1s home Saturday n1gnt, 
October 17, by ~r . Bewley. 
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Octobel 17, 1936. 
10:00 A.M. 

,.,,­
' ' 

Present: Ur. Bell 
llr. UpbaJD 

H. ll., Jr.: Let 's start in i f you don't mind, going back to 
t his thing about Robey, how the thing was handled . 
Tha t is, give me a lecture on jus t bow this 
thing is, this double bookkeeping, and when it 
was first put in, and this emergency question. 

Bell: Well, the Trea sury, of course, has always been 
attacked on its method of bookkeeping and the way 

a .1., Jr . : 

Bell: 

H.ll. , Jr . : 

Bell: 

it sets up its financial statements for publication. 
There is some merit in that criticism, but *e can• t 
helo it because of the fact that we haven't got full 
control of the accounting system and we have to 
resort to makeshift schemes in order to get up our 
f inancial f igures. 

This criticism largely centers around the fact that 
we include in our regular operating expenditures 
capital expenditures also. Many people in this 
country would l ike to see us follow the policy of 
many European governments of paying current expendi­
tures out of revenues and capitalizing capital 
expenditures. In other words , our borrowings are 
all for capital expenditures . 

They mean now. 

How• s that? 

Our borrowings now. 

All the time, any t1me that you borrow money it is 
done for capital expenditure purposes . That probably 
is all right in theory, but it just doesn't work in 
democracy, because when you set out in a financial 
statement a part of your budget or a part of your 
expenditures which do not go into your regular budget, 
it i s just a means whereby the legislature can vote 
more money, and that was proven in 1932 and 133 in 
the R.F.C. 

At the time that we began to discuss the creation of 
the Reconstruction Finance Corporation, we thought 
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H. V. I Jr.: 

Bell: 

H.M., Jr •: 

Bell: 

H. '>I •' Jr.: 

Bell : 

H. ll ., Jr . : 

Belt: 

H . :.I . I Jr . : 

Bell: 

2 

that that would be a good time to try out the 
theory or taking a capital investment out or 
the budget. We created, therefore, a provisi on 
in the law which says that the Secretary of the 
Treasury can b~ the obligations of the Reconstruc­
tion Finance Corporation and be can sell tbe2, but 
treat those transactions as public debt transac­
tions . 

That had two advantages, one from the standpoint 
of the Treasury and t he other from the standpoint 
or the legislature. It did not show upon the books 
of the legislature that you were appropriating 
2 billion 2 hundred million dollars . It only 
showed an a ppropriation of 5 hundred m1llion. 

When was that, Bell? 

That was February, 1932. 

You got the law passed in February, 1932? 

That's right . 

Under Hoover . 

Under Hoover . The other is that i t did not show an 
investment or general fund moneys a s an expenditure, 
ord1nary expenditure of the Government. 

So, the first year and a half or the operation or 
the R.F.C., we set it outside or the budget figures 
on the daily and showed it as a public debt trans­
action and an investment of the general fund moneys 
in the securities the R. F. C. secured by loans, or 
by collateral the R. F .C. had taken. 

Now, in July, 1932, is when we issued the regular 
yearly financial sta t ement over the Secr etary ' s 
signature . 

That was over Secretary . . . . ? 

111lls1• 

lUlls. 

Signa ture . 
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R." ·• Jr .: July 1 32? 

Bell: July ' 32 . I've forgotten now just how we 
covered the R.F .C., but Robey didn't seem to 
think that we had covered 1t fully in our article 
and said that it sho~ld be as part of the budget. 
Now, of course, he probably has changed his tune 
now. 

But a01way, the legislature the next year started 
in and they started in in the spring of ' 32 to 
put everything in the R. F. C. I t didn ' t make a01 
difference whether it was a good investment or 

"'5 

bad, or whether i t was just a general expenditure. 
Tney authorized the R.P . C. to give the money to the 
Secretary of t he Treasury to subscribe to the Home 
Owners • Loan stock, to make Commi ssioners• loans 
through the Farm Credit Administ ra tion, end t hen 
the Federal Savings and Loan Associations, the 
Joint Stock Land Bank liq~dation, and all of that ; 
and , in addition, authorized the first year to 
make loans to the States for relief purposes, with 
the provision that the only way it co~d be repaid 
was by reducing the allocation subsequent ly made 
by the Federal Government upon the annual Federal 
highway appropriation . Next year, 'Rhen Congress 
came along to map out a program of Federal a i d for 
the highways, they repealed that section of the 
R. F.C. Act, so t hat today there is no method whereby 
the States can repay that 300 !Dillion dollar loan, 
and it is virtually a gift for relief purposes. 

The subsequent year, Congress authorized a 500 
million dollar allocation from the R.F. C. for 
direct relief purposes. Now, we certainly wo~d 
have been attacked 1f we had left the R.F. C. out 
of the budget. 

So , J~y 1, 1933, I, on my own motion, without 
anybody ' s approval or disapproval, put it in the 
budget and in the daily statement as a general 
expenditure of the United States Government . 

H. V., Jr .: That was done in July • • • ? 

Bell: First, 1933 . 
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B .~., Jr.: And you put that in; that is , under Roosevelt . 

Bell: Yes, sir . And now we came along to the Roosevelt 
Administration, And he had authori zed the a ppro­
priation in June, 1933, of 3 billion 3 hundred 
mill i on for public works, about 9 hundred 50 
mill i on dollars for CiviliAn Conservation Corps. 

Upham : 

Bell: 

Upham: 

Bell: 

Upham: 

Bell : 

The question arose as to whether we would include 
those emergency expenditures in the regular budget, 
because the question was raised as to whether or 
not we were going to get good assets and could treat 
t heu as an investment r ather than as an expenditure. 
And klvin Brown, who was then Douglas ' right hand 
man, and Douglas, both recommended that we have 
two budgets . We in effect have got two budgets now, 
because the whole deficit, practically the whole 
deficit, is due to this emergency program. And 
I fought it and I had t o set up something to take 
its place, and I set up the general expenditures 
of the Cove~nment and in a second category I set 
up recovery and relief, subdivided into the various 
classes . And Dean Acheson and Lew Douglas took 
that to the White House and the President approved 
Dean Acheson' s proposal to set it up in the form in 
which we now have it : have but one budget, but have 
t he two categories, the general expenditures and 
recovery and relief . 

Now, is that a big point in here? 

Yes. 

In what way? 

You don ' t include that with the other receipts and 
expenditures . Perfectl y silly, of course . 

The trust funds c.f the Government are not Government 
funds . 

That 1 s r ight. 

Perfectly silly. 

Regraded Unclassified 



ii.\1 . , Jr .: 

Bell: 
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But the other thing i s the point he ma~es there 
about . • • 

Using receipts, using repayments of Government 
loans , to meet the deficit. The answer to that, 
it seems to me, is that Congress a uthorizes a 
revolving fund. They have said to the R.F.C . 

247 

that "your revolving fund is about 4 billion 
dollars" and it rolls over and over. Now, we 
certainly can' t set up on our accounts repayments 
as revenues and set up on the expenditure account 
the total gross expenditures, because that doesn't 
show a revolving fund at all; it shows two separate 
funds, and would indicate that the repayments are 
coming into the Treasury as revenues, whereas they 
are not; they are going back to the credit of that 
fund and they are being used over and over agai n. 

Now, supposing you did sey them up as receipts and 
expenditures. You wouldn t get any different 
results, except to inflate your rec:elpts and inflate 
your expenditures. But your deficit would be 
identically the same, wouldn 't make any difference. 

B . ~ •• Jr .: Have you got that Robey thing? 

Bell : He said: "Some further explanation is needed from 
the Secretary of the Treasury on Federal finances 
for the fiscal year Just ended • • ••• (refer to 
Mr. Bell ' s file from which read) " 

H. ll . , Jr.: 

Bell : 

H. M., Jr . : 

Bell : 

And then, of course, we corrected that in July 1JJ, 
didn't we? 

Now, this is the reply. 

This is Mills' answer? 

He calls attention to this statement. He says : 
"There is no basis whatsoever for such a charge. • 
• ••• (refer to Mr. Bell's file from which read)• 

They called tl>e law on them. 

B.W., Jr.: You wrote this , didn ' t you? 

Bell : Yes. 
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May I take this over the weekend? 
t .ha t file over the weekend. 

Let me just have 

Sure. 

It seems to me that the way to build up 
would be to start with Robey ' s ar t icle . 
traveling with Landon, isn't he? 

this thing 
Robey 1a 

Upham: Yes. 

R.M., Jr. : 

Upham: . 

Start with that, and take Mills ' answer, and that 
tha t Bell said, how we corrected this thing, and 
just tell. t he story . 

But there 1 s some particular t hings in that article -
I mean I t hink that Hoover made some mistakes . 

On whet? 

B.M. , Jr . : What? 

Bell : 

Upham: 

Bell: 

Upham: 

Bell : 

Oh yes. 

They're checking these . 

Yes. 

Your people are doill8 it now. 

Now, let 's see, number one is just an attack on the 
President' s speech. 

H.U., Jr . : (Oh phone) See if Ur . Haas is in. If Baas and 
Seltzer are, I want the two of them 1n here . Because 
they did that work on the Pre"i dent ' s speech, you 
see (to Bell and Upham) . 

Upham: 

Bell: 

Strike 1, strike 2, and strike 3, on the second 
column. . 

Well, all of these fi.gures came from our shop . 

B.M., Jr . : Do you think so? I just want to ulr.e sure . 

Bell : Yes, you' ve got to get all these figures from us . 

Regraded Unclassified 



7 

Now, Herbert Gaston, on the Veterans thi ng, 
wrote a little article the other day and gave 
it to the Democratic headquarters, but I have 
never seen any account of it being used . 

H.ll., J r. : Have you got a copy from him? 

Bell : No . 

H. M., Jr .: Do you want that? 

Bell: Well , you don ' t need that now, but 1t has been 
in the paper several times about his assertion 
that the obligations for the veterans are now 
out of the way. 

Upham: Then he says no publication of the United States 
Government warrants Mr. Roosevelt ' s valuation of 
five billion dollars on recoverable assets. 

Bell : I suppose that's true. There isn ' t any publication 
tha t warrants him . He didn't make any definite 
statement. Be just said, "Let's throw off a 
billion dollars and make it conservative ." That ' s 
the implication of the speech. 

H. ll ., Jr.: That ' s right. 

Upham: 

(Baas and Seltzer come in) 

Then he goes on to this, about the statement that 
8 billion was loaned abroad during the Republican 
regime, and tears that down. 

H. ll ., Jr. : Well , di d you hear it (t~ Haas)? 

Baas : 

Bell : 

Haas: 

Yes. His delivery isn' t good, but, for this type 
of speech, which is very clever, which somebody 
urote f or him, his delivery fitted very well. l:le 
acted the part of a comedian, you know. 

Of course, he ' s improved tremendously in his speaking . 

I think t he way to handle that thing is not to take 
it too ::~erious. 

1:1 . 11 ., Jr.: What we are doing here is, Bell i s going t o put his 
people on it; he thinks ~e 1s ~ot everything. Bell 's 
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going to take it paragraph by paragraph and have 
his people do it over the weeke~d . So in case the 
President wants to handle it or wants me to handle 
it, we'l l be ready, because we can' t do the thing 
just Uke that . 

I think l:laas ought to read that part about that 
8 billion dollars f oreign. 

You know, I begged Cochran to take tha t out . He 
said, " I ' ll take the responsibility for it." So 
there it is again. 

H. ll ., Jr .: Well , make notes of the part you'reg>ing to'itake . 

Bell: You want t o look at the charge tha t he cancelled 
4l percent of the f oreign debts when he devalued 
the dollar (to l:laas) . 

Haas: Yes . 

Bell : Let ' s see , Formula One: The Roosevelt administration 
has made some beauti ful economies by Just omitting 
certain items from its r egular expenditures before 

H. lol . I Jr •: 

Baas : 

B. ll . I Jr.: 

Bell : 

it comes to the totals announced to the people. 
Well, we can answer that; that's District of Columbia 
a nd t rust funds . 

Foraula Two: It has al~ays been a rightful principle 
of government accounting under the old commandments 
to pay all receipts or all final re-:overies from 
r evolving accounts into the Treasury. Then Congress 
appropriates them out and thus holds control of the 
expenditures . That also can be effecti vely answered. 

We ' re going to have to go t hrough that par agraph by 
paragraph. 

What part will you take ( t o l:laas)? 

I 1 l l go through the whole speech, Mr . Secr etary, 
and take everything that Dan' s pointed out to me . 

Who's working for you on this (to Bell)? 

Bartelt is working at home and I ' ve got two people 
upstairs working on it . 
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Corcoran: 

B.ll .Jr : 

Corcoran: 

R. \I . Jr : 

Cor coran: 

H. ti . Jr : 

C: 

C: 

H. 'J . Jr : 

Corcoran, sir . 

Yes, I knoR the name. 

October 17 , 1936 . 
11:08 A. !A . 

I'm up in Roches t er, New York, waiting for the train, 
sir . 

Yes . 

I talked with ~r . Seltzer this morning . 

Yes . 

I was asked if t here - whi le on the tra i n , if there Nas -
what tne ansNer was to t he Hoover speech . 

Yes . 

Mr . Seltzer asked me to talk with you, or I wouldn 't 
be so impertinent as to bother you this morning, sir . 

That's quite all right. 

Now, I just wondered . There are two possible places 
to answer the speech ••• 

Yes • 

• • without asking the President to do it. 

Yes . 

One, of course, is your own speech before the 
business men' s meeting in New York . 

Yes. 

Another is a possible preliminary on a broadcast 
t ha t Kennedy is going to make on Wednesday night . 

Yes. 

Another is a possibility of some answers up here 
in Rochester today if they can be turned off in a 
quick way . 
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It's impossible to do that. 

That's impossible . 

llow. • 

I was told to ask somebody at the Treasury if they 
·•ould get the f i gures , if there is an answer to the 
business about doubling the Treasury books . 

Well now, listen, Corcoran, will you? 

What ' s that, sir? 

~ay I talk a minute? 

Certainl.y . 

I've come down here; we ' ve spent an hour and a half 
on this. I t alked to gichelson . 

Hello . 

Hello . 

Yes, sir. 

Now, this isn • t something . • • I've had a long talk with 
Char l ey Michelson a bout this. 

Yes, sir. 

Now, this isn ' t something that you can throw off wi th a 
snap of your finger . 

Yes, sir. 

It wi ll take all of today, all -tomorrow, before we can 
have this thing ans• ered correct l y. 

All right, sir . 

Now, I. .. We d idn 't have a chance on the Pittsburgh 
s peech, and they keep using those figures back and bsck 
at us again . Now , I 've got a call in to the President 
at one o 'clock when he r.omes in at Rochester. 
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That's right, sir. 

?5. 
L ..) 

And I want to talk to him about this and how he 1 d like 
to handle it . 

All right . 

But I - if my advice is worth aeything, this thing -
no one should attempt to answer this before we can 
have the thing thoroughly analyzed . 

All right. Now what you want me to say, then, is 
that you don 1 t think any a tterapt should be made t o 
answer it. • 

• before Uonday. 

All right, sir . 

No"N, my feeling is this, 
Michelson. I don't know 
at a~l. See? 

Yes, sir. 

a nd I've checked this with 
whether it should be answered 

But if it should be answered, in my opinion there are 
only two people that can a nswer it. One is the President 
and the o ther is myse1f . 

That's right, sir . 

And one or the other should answer it. 

All right . 

Now, Michelson feels that it shouldn't be answered at all. 
I don 1 t kn.ow. See? 

Yes. 

And that 1 s wey I put in a call for the President. 

All right, sir. 

But, for wha tever you think my a dvice is worth, !'m 
going to urge the t nobody a tte•npt to answer it before 
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llonday. 

All right, s ir, that ' s what I'll s ay . 

Now, don 't - I mean I feel that a very good answer 
can be made . See? 

Yes . 

And we ' ve got the material, but these things take 
time . 

All right, sir . 

And t he boys are at work and - but t hey won't have 
anything before Jlonday . 

Then what you want me t o say 'Nhen I g et on the train, 
sir, is that you want very much to be ca1led at the 
Tr easury . 

Well , that ' s been taken c are of . 

Yes . 

I 1ve got the phone arrangement; t hat ' s all tleen taken 
care of . 

All rig.ht, sir. And in the meazHrhile you want nobody 
else to try to answer it befor e then. 

That's right; and ltichelson agrees with me . 

All right, sir. 

Kichelson thinks it would be a terribl e mistake if 
anybody but the President or myself ••• 

All right, sir. 

And he isn' t sure that the President or myself should 
answer 1t. 

I understand. 

See? 

All right, sir. 

?54 
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Well , what do you think? 

I think you're right. 

O.K. 

All right, sir. 

Thank you very much. 

Goodbye . 
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DEPARTMENT OF COMMERCE 

WASHINGTON 

'!M lboore.ble 
The S~reW.ry ot the Tre.w.ry, 

'l'ree.u%'7 Departaeat , 
Wuh1ngtoll, D. 0 , 

1:f dear Mr. Secretary1 

I aa pleued to tre.neu a ccpy ot Special 
Weekly Fiauoial Report ot October l, l~, from the 
Actizll C~rcial.ltteche at Berlin, 011 tbe oubjact 
"Sehach~ 011 Oerwaa Koaat~ Policy, • tc which are 
attacbed a Yarbatia tre.llalat1o11 ot the queatiou &lid 
auwera at Dr. Sohacht ' e eollferaDca with tbe presa 011 
Septtlllber 30 all4 • oopy ot the ottio1al atatame11t be 
mde the -• day before the Oe11tral OCIIIai ttee of the 
Rei c ha be.lllo: • 

..,oloaura l 
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Berl in 
(CUr) 

!!ubmltlA!d by: _ .DDugl.u Mtller .••• -···-·--·--­
CH------ ··--

(~lUred Report) 

101-M'IJPI''r. 

g., '1 

~ a.tinite and official attitude of the Oenaan Oo~t tonrd the 

lateat dnaluatioo .,.,., of aaropec countrlea and tba tripertite egrrssrrt 

beta-een tba llnited Stetea, Great BritAin and France na fo1'11Ul.ated ill a 

ata~t deliorered b)- Dr. Sob&cht 011 S.pteaber 30 before tbe Ceotral eo.ittee 

or tbe Re1chabeak • 

.b re&arda ~~I OWD poe1ti.oD, Scbecbt .-pbat1calJ.7 caa1'1nled the 

cleni&la of ~·• illtention to daftJ.ue wh1cb wwe MISe -clap~ 

bT Herr Re1Dbardt, uaiatent 111n1ater of J'inanoe, ~ad Dr. LeT, Leeder ot tale 

Labor Jrout. "!be Reich Oo•-t and tbe Re1chabeDk•, ae.1d Dr. Scbacht, •a.­

u:.Snecl wbat ~ UDder pre-t CODd1t1011a ooald l1o to oontr1bute 1te part 

towvd the ateMJtutioe ot ~ CODditi.oDao !bq baft ri~ bui.te.U. 
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buia o! intemat1.alla1 uch8nc... h rillh, bowner, that th1a ahoul4 ~:~ot ca1,y 

be aelmowledged b7 !onip -.otriH bllt that tha a..- MftZ'II lllld -uan 

lllould !eel. coa!1deat that the llat1.alla1-S.xdeHet Gcmu'uct 1a eaz1ou to 

K!eguerd the tlill. ftlue o! their pu.rchu1ng ponr ud o! tbe pil'Oeb:t ot 

tbeir work.• 

Or. Schacht did not enter into e.n:r ~aion o! the pros lllld oeme ot c»­
nluation but ~ eMuced cme erg• mt qa.inet it 1lh1ch apparentl,y in bia 

opildoo ia deciain. Be pointed out that tha ~-t qetea ot !onJcn a,.. 

cbanga reculatiooe, llboH illcom'•1eoee md drubecka are UDiftl'Ml.l7 NOOC­

Diled, woul.d not be .ada 8\lpertlllGws b7 a •n dfta1uat1on. Ita Mint-moe 

1a aade neoeeaarr b)- the toreJcn debt reaultiDc tl'OII the TNatT of Veraa1l.laa 

ODl,y relief in both ot thaee directions -.ld pamt a.~ to diapoM ot 

toraip nchm&• ccmtrol . llot ~ 1a the ~o ...U-briJI& ot ~ d.­

pendent em the 110111Uall o! thie probl.a bllt a1ao that o! a1l OOWltriaa wh1oh 

are intare1ted in tbe lldntmuce ot the purcbaain& power ot • .u1£et rith • 

population ot '10 wt 1 11 em • 

.. ~ ~·. Or. &:bacltt prooeedad, •that the pr&11811t intemat1oDal. 

~ tbe Web ~t to UDdartaloe ~ wh1oh 1a DOt in tbe in'--ta 

ot ita - people lllld -a,. !be Be1.ch Qovau xt J.a, bownr, pNpU'84 -' 

e.n:r U. to tab part in intarnat1oDal. nacotiatioU nth a rlft to reeton 

int&mau-1 tru•cw ot •Wifti-ID't o! good8 .ad oepital. It ~a poNi'-llitr 
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would •dOOM it end -..ld be prepered to recoclider the matter.• !2118 

l.attu atataa>t ill c-rall.T interpreted in tlw MllH tlwt Dr. Sobacht 

wwld be prepared to •bendoc tbe preaent 11a.1na1 cold pu'if;T or tbe ..n 

U he could .a a aatietacto1'7 bugain oc the buie or the cacellatioo 

(or aubatalltial reducti011) of Ger.uy1a fore~ debte cd the eolut1o11 ot 

her ra• uterial ditticultiee (•b.ich illplles a ~d for the retum of 

col0111ae) . .l.D loa& aa there 1e 110 prosJ*)t of auch intematioaal. llegotia­

tiOIIe, ~ rill, Dr. Schacht stated, ntch turther denlo~te rlth 

26: 

COIIi)lete cala a11d take the dec:181Cllle llh.1ch abe c011aidera llec&ll8&17 ot her OWII 

rill . ~e regulati011e ot toreJcn emlvl!lge pronde a etahle buill tor tbe 

Ge1'111&11 currenc;r wbicb the Gonr~~~~e~~t ill reeolftd to mailltaill . ~e tr.c­

doua act.>ctace of tb.ia stabillt;r both to C(lllii\IMra end producers by tar 

out..1ghe the inCOII<rllllielloee reeultill& n- fore~ e:xchllllge cCllltrol. 

All iaportent feature of Scbacht' e eta~t na b.ie UCMdlll&~ critical 

attitude toward the three ponrs' c:urrenq ag~t. ~e dll8 procla1MC! 

ill the joint c._miq!M, Bcbacllt atetod, ~~-~ the p1"C**tion of proeperl'!;T 

ill tbe 110rld a~~d illpro<r-t in the llt&lldllrd of l1Y111&, coincide exaatJ.T 

with eta~te of pol1ey -. oc ftl'iOWI occui.olle b)' Sitler ( .. }*)~ 

ill the 11ote of the GeJWZI ~t of llarcll 31, 1936). Sowenr, the a­

YalllatiOD of the llwlo u 110t apt to zw;n the d1Mqa1llbr1ua of h..._ 

llatiocal ...t&r7 CGDCIJ.tiau. ~ the -trarr. 1t hu- dNb'ojed Nla­

tin etabill'!;T wbicb baretofore a::18ted in the cold 'blook -trUe. !be 

acr-t bet em the IIDited state., Orut lll'itaia CD4 Jl ce doee DOt -
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J)1'0"1.cie for a n-4 raUo ot the OWl-iN of the .. tuM -triea .... 

ban Slrit..rl.-4 ADd Boll.aD4 .ada 1a7 ~ prondoca ao --.t tile OWl v 
1Astab1llt.T bu bMil 1DorMN4 ~With -"it.iODa 1lll1eb .U.W ,._ 

YiDualT· !Ilia ~· uot -· l:loaasu, l!ohacbt po:tnteo! oat, tlld Gu 7 
nnte to orit.ioi.M or 41.ftartl 1D azq -.r the -..una tU:a ... the Plwob 

OoTem8eto ~the cootzvT, IIIIa -u wJ.coasa tbaa U, 1D apita ot all, 

the French ~t would acb1an tba -~~ lih1cb U bopea for md 1t 

QCIID&L .,..._ta -w ba restored. 

2S3 
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•.• · ~" ... ,, I I, 

5HM!!IT18 nB 0''9fH7 Cl JBftiNTI!'I 

Dr. Schacht tollowed up the ottictal eta~t Mile Clll S.ptaaber 30 
be.tore the Cetral c-ttt.e ot the Raicb1~ b)' a preu CCIIlt-c• ill tile 
couro. ot wbicb be was ccnllidera~ .ore hwlk md outlpolceD ~ ill Ida 

..sdreaa to the lleicba~ cUrectore. fbi cCIIltarsce wu cootideat1al. ad 

corr .. poodeota were not pe:ndtted to quota Dr. Schacht. J. tull. trlmllatiCD 
ot tte quaetiooa Dr. Schacht wu ulced b)' the preaa repreaeotativea and ot 
bia en...,ra (ae tanG dOIID b)' en AMrleao corraapoodeot wbo wu preaeot) 1a 
given bel.oa. Dr. Scbacbt1e atate.ent thet deaarns the s:z-taat atteDtiCD 

1e proba~ the cne ill llhicb be aaid that OeJw.ey would not uncotlditicnelJT 

probl•a could be aattled and it there could be a rerlval ot world trade, tlwD 

the que.Uen ot gold pertt7 would be ot MOOII41UT illportance. "I u prepared•, 
Schacht said, •to aacriti ce the preeeat per1t7, but I a not rlllJng to do eo 
tor -b a ~tea u the three ponl'l' cleclaratiCD, wbicb cloel not - a 
thins·" J.ttcticn abould el.eo be called to the intarpretat1cD ialt b)' Dr. 
Scbacbt on titl.er'• MOOa4 t~ -t17 proc'•'eetl at the bmba'l 
JlUt7 ccm.t1cD. l!oMcht pneeotad the t~ u a ~ __.. 
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v• 
Q. !he b&l.lme6 ot G-.. tNde with the thrM countries tbe,t haft den.laed },~ 

Pnnce, SlritMrland end Holland - i.e nrr actin. llbat will the tnde ~ situation be with theM countries atter dnal.uatioll? •.;;! 

J.. Oe~ ia bN.'t'ily indsbt.d to these three countries. '1'be7 are therefore 
interes-ted in aain+.e1 n1nl! en export surpl us in ! .-.or ot O.m.~7 atnce 
~ i.e no otbu' poadh11 '\7 ot ~ eont.inu1,..: the eerr1.c1DC ot bar debte. 

You uy gather troa thie bow world econotlie relatione are intcrlock..s md how cullt and expiation alQTa c011pe11aate each other. We ahall •4enor to 
adapt our clearinl! agre-nta with theM countri.ee to the new pari\7. 'l'be 
STetca itcalt will not be altered. '!heM countries 111at either illport '""" goode or we eb&ll aport l .. a and eb&ll DOt 11117 intcNat on ocar dllbta . 

Q. How will the Reich Gon~t raiae the export preai•me? 

J.. We hope to be able SOH U.. to lonr wbstentiall:r the aport~. 
I don It bal1aft that &ZIT illportant cb&,..:ea will be ..u. 

Q, J.re the pound .terling and the dollar not to be considered u stable 
ourraaciaa? Will the !nne be atcbUised in relation to theM CIU'Niloiaa? 

... Prortaioa 1a -. t or • arch ot l3 perc•t tor the tluctuatiolla ot the tranc • I dooD I t call that .tcbUi t:r o 

~be todq I han to inTOioe goods in dollars , I lllBt alwqa expect that 
llr, RooH'I'elt u;r get the 1dM to deftl.ue turther 117 10 paraent. I wu iD 
America wha tha dollar -t ott gold and an otficial of tba Stctc De~t 
said to • "'hat doaa it coocem the world liMn n c1nal.lw?•. Yet it eertcinl:r doaa COIICftD na wile wa haft to collect a bUl ot $1001000 and it Pl'OftB to be worth cal:r $75,000. I dooD't lalow wbether llr, Roo......tt a;r not dnalue turtbar, 
be it tor electinn tactica or tor 1dMl or 110ral IIOtifta. How can I calculate 
wbett I 111at COillaidao IIICh ri.JU? 

Q. 1rould it not be ..ttataceoua tor a._,. to ua tba preeat aport l.ft:r t or 
laMpiDg r.- •tcr1al. price& dec in the - ot denl.DatioDt 

J.. !hia would cal:r be poaaibla it n could 11117 iD ~. Yet tonip 
-ViM do DOt ~ rq Ml'ka. I mat aport cooda. I haft DO ...... 

that tbe7 1dll tUa _.. cooda rna • the ..... 

Q. ht are tba COIIditicDa Wider wb1cb ~ -'A JwtWI t to a bM to: '• cmt· , • ...,_, 
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o' 
t-' v 

cecal all our debta . I doD1t expect that ;rou tr111 do it, or at b..,t I ~ 
oc iMgine tbat you tr1ll. c1111ee1 part of th• or reduce 1ntereat ratee. .:;;-

lbeo 1n bleriea you ~get t percllllt t or your 1101>87 and 1nlliat upoo 1ettial 
7 pereeat on the Ilana boDde, th1a 1a what th.,- cell WIU%'7 in 1l'all st.reet. 
It 1IOIIld also be poseible to add interest to pr1no1pe.l in order at leut to 
create a breathing spel.l. 

!he other probl• is that of ru .. tariale. There is ~ one n:T op-. 
to us to obtain raw .. teriala, nue!Jr if n are given the poadb1llt7 to 
produce these oateriala in our own eurrenc:y. This raieee tha question of 
colonies. We I&Uit ha..-e ra.w •terial colonies 1n order to be able to oOHr 
troe1 theJI at least part ot our require-.ta. It we obte1n ooloni .. , the 
queatioa or debts trill onlJr be of eeeandazT ~rtanee. I111 solution tr1ll. 
proYe caeier to the extect u we obtain rae111t1ea in regard to colOD.ies. In 
t.'MI ease or a eonfelWlee I wottld cert&inl7 put the questioa. ot colOD.ies first. 
!he debt problem i s eu1ar to soln thlll1 that of raw •terial.s. 

Q. How is Ge"-l~T to aaffJC\I&rd illporta of raw •terials in the tutu.r.' 

J.. Do :you beliSTe that at soate later date the four"'78&1'-plan will alee ue 
independent from raw .. terial i.llporta? Or do ;you believe that we oen 

produce these ra• materials with1n German:y just as oheaply as we get th• 
1"roa abroad? The fOU1'o'78ar-plan and all auta.roh7 meuures have bean forced 
upoa us b;y the eitu.tioa.. The;y are certa1nly not desirable and we would drop 
t.baa when the norM! 1nternat1onal exchange or c-'ities could be restored. 

In the -u.. we are 101ng to tor,. to aport 1ooda and to Ulport raw 
aateriale. Sbould thia not be possi ble &n7 110ra, n w1l2 h.Kft to 1et it 10• 
11th our export ~ which ..n out about 20 perc~~Dt of the n1ue of -­
porta, we onlJr cx.peuate one-balf of what we are loainl through the deYaluation 
or foreign countries. The other halt a~at be Oa.q)llb&ated b;y the qulit;r ot 
German t1n1ahed gooda tor wh1nh conll\.lll8ra are prepared to pq a higher pr:Lee. 

Q. Don't ;you bel.18Te that the t1.ma has come t or a new world eoonocd.c conference? 

.l. Laue .. alone rltb your 'IJOrld cooterance. I had an experience 1n a.-
where the repre-tatin or .ltghaniaten aliiOat prom!Dted the peednc or a 

raaolution • .l conr- ba.1 on17 _.. trbea it &>ea not depeod on~ 

.ltl*'•ten -crae• or not. 

lben three b1l CO\Intdes .,ree upon a reaeonable prccraa which tr1ll. be 
accepted b;y other CO\Intriea, thia woul.d be adnntagewa to eftiYbo4J• '!be 

llll&l.ler a conter.,oe, the ereater the r.eulte which it oen ~·· I • 
thoretore in tuor or contereocea, but not when they are attended b;y 66 natioa.e. 

Regraded Unclassified 



BerliD - S, R. f 29 Speeial ~Financial Report No , 5 

Q, Do you belleYe that Ge~ rlll obtain colcmiea? 

J.. I aa fir.ll,y con'rinced that ahe rlll. 

Q. And in wbat tiM? 

J., Oh, in about 14 dqal 

Q. Ia M internatinnal 110118tar7 .tabfH t;r possibl.e without gold reserve? 

?87 

L I IIlii convinced that it ia. A gold reaern can be aubatituted b.r international 

creclit agreeMnta . The experience or tha laat fn rear• bu proyed that 

gol d can be cliapeoeed with aa C\11'1"8DC7 aetel. . I bel1eore that a atabJ.U.sation of 

currencies on a gold baain would be the beat eolutinn in coruoideration of tha 

poa1Uon ll'bich gold oooupies in intematinnal smhqe, but I em~ t.lgine 

that another eo1ut10D would be poeeible. 

I 1r0uld lilte to tell ;rou tha f ol.l.olrini ator:r• 

Tiro druolten tazwera nre nlHnc he.- at n4bt along th& higlrq;r. The:r - a 

toed crouing the roed in fl'cat or ~ •u ;rou aat that toad, I rlll gin ;rou 

10 aarJo:a•, ee1d the one to the other. So he ate it and got h1a 10 arks. Utar 

a while they ..... another toad vroesing the road. •Now, 1t 7011 aat that toad, I 

will also gin ;rou 10 arJca.• The second r~r cl1d lilteri.ae and got h1a 10 

aa.rka. J.tter a abort tiM, wbc the7 "" eober again, the one rarMr aaDd 

the ot.'>er "JJow juet 11!1;7 did .. •t those toa4a?• . - 'l'hia 1a th& etor:r about de­

'l'llluation. h are w l Hng ~on tha rOIOd aDd are all •tine toedao 

Q. Will CleraallT under any cirouastencea stink to the gold pent;,? 

L !be -s.nt.a.noe or the gold parit;r 1a DOt m abeolnte cooditioo tor GeNMT· 
It I • giYC a ohMM to rertn world trade, to aboUI'h t oreip _._.. 

cootrol, to eoln the ru •terial. and c!oebt probl_, t.b1D th.1a q1IH\lal 1a al­

together aeoonda:r;r. It 1a all the - to • wbat " ahall do the. I • ~ 
pared to aacritice the pre-t parity, but I • not rlll1n& to aaor1tice U t or 
a pbiiDW. ~ u the tbrM powra' decl.ardioo 1lh1ch doea DOt- a tiW!c• 

Q, 1lu m a"-Pt be-. -sa to 1ntom o.r-;, in the ~ ot the J~~~PU.U.. 

1lh1ch pr..,~.., the aot.lcn ot the tllrM poooeza? 

L 11o ~ a"-Pt wu ner -sa. 

mv .. 
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30. &-!>lem&et 1936 

'Die franoilftfdje 3!egietung ~I am 27. b. !D!. bet 3!eidjitegietun(! 

bie uon ben btei 3!egietungen in $aTii, 2 onbon unb 6afflinQton 

uet61fentlidjk (!d!iitung llfltt Me ftl8trtang bd ftartS~Il!)en 

;}tonfen pgd)en tr.ITtn unb ~at bo&ei befonbnl bie •ufmedfilm!eit 

gelenft nuf ben •&fob 6, in bem bie !Dlilluitfung bet 11&tigen 91ntioneu 

&ei bet 'DurdjfU~tung bet in bet CoitfTiltung fotmutietlen ~o~itir oe· 

luiinfdjt unb nngefudjt lt.litb. \Diefet Umflnnb unb bie ~lfa~e, bafl 

bie ~&roetbmg bei fml60flfdjen 3ranfen et~e&lldje gliidroitfungen 

auf bie ~flnftung btt intemationaCen ~irtfdjaftJ. unb !!Bii§tung~ 

&e~ie~ungen ~a&en mvfl, leg! ei naf}e, bie beulfdje ~uifaifung in 
biefet ?(ngelegengeil gfeidjfa!lit bet ,Cffenlfidjftil ollt Stennlni! 

au bringen. 
'Die in bet ~ttli\mng bet brei !Dlndjle &efuubele ~&fidjt, .,beat 

tjrieben .JII roaf}ten, bic 6dJnffung uon !Bebinguugeu 0u &egfmftlgen, 

bie am &eftrn aut !!Bieberljerftellung bet Orbnung in ben inlet· 

nationaJen !ll.\itlfdjafl!&e0ieiJungen beitragen filnnen, unb eine ~oflllf 
au beltei&en, bit nuf bie ~ntroidlung bel !!Bof}Cfianbti in bet ~ft 

unb auf bic !Be!Tenmg br! 2e&eniflnnbarbi bet !8offer ab0ieft, • enl· 

fpridjt bollinf}nftfidj bem !!BunjdJe unb !!Biflen, ben bet {jiif}tet unb 

lllridj~fmJ3fet in feinen tuiebetf}often feierlidjen Citffiinmgen nomen~ 
ber !J!cid)~regietung bot bet !!Bertofjettltir!Jfell 611111 ~u!btud ge&radjt 

£jnt. 3 rll bertueife 0um !Befege befjen uut nul bie !J!eidjllogirebe nom 

l!J. 3Jiai 1935 mit if)tcm l6efem1tnii ~u~ ro!rtfcf)afllidjen .8ufammen• 
ntbeit 1mb auf bie bipfomatifdje 9lote bet 9!eidj!tegietung nom 

31. '!D!ilth 1936, bie einen umfafjettben ijdeben&pfan enl~ieU. ~nn 

bic 'Dteimiidjl~·~rtliimng el! aU einei bet ftiinbigen .8iefe if}ttt 

~ofilif &e0eidjnel, ,.ba! grii&lmilgfidje ~feidjgeroidjt auf bern intn• 

nnlionnfen !!Bii~rungimadl 311 er~alten•, fo roirb bi~fe lidfiinmn 

bon 1111~ gem &e!ltiifJl, fann n&et feibet ben ~inroei~ bar:auf nidjl 
\JedJinbern, bali burr!) bit engfi[cf)e foroo~£ role b!e ametifanifdje W&· 
rottlung baJ roitlfdjaftfldje ~~roidjt bet !!Bttt auf boil ''"*'finb' 
lidjfte.gqtili IDot~n ifL i::lai luitb inbefltn bit bfll!fdje !JUgimsno 

nidjt a~, j~reqdtt 11& ..tieftte&unttn 6" untttfiiiben, ~ lllldt 
btt ~rilaadjtt•lidliitull{! fleill'fdm, ,.natfl 111111 Mcf), 111it - .Sid 

?68 
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bet uoUigen ~feitigung, b~ gegenroiidige S?onlingentierun~ unb 
$ii~rungBfontcoUf1Jflem bu milbetn". 

~enu an [ofdjen ll!&ftdjlen bie lll&lurthmg be6 ftnnhiiftfdjen 
\jtnnfen unb if}te IDlobafiliilen gemefTen roetben, [o muli (eibet 
fe[tgeftrnt roerben, bali an bet UnftdJetfJeil bet lnletnntionnfen ~ii~· 
tnng~f(\gC bntd) biefen @Sd)tilt lt•enig geiinbetl 1uorben ifl. ~~~. roii~· 
tenb bet l8fod bet !Mo(b(iinbet uii!f)Ct lllCIIig[teni! fiit feinen l8eteicf) 
6tnTIUitiit geroii~tTei[tete, fo i[t munnc~t nudj bie[e Uetfdjrounben, 
nacf)bCII\ bie mroettung be~ ftnn~iiftfd)CII {jranfen bie l!broettung 
bet 6d)lllti6 unb bet mieber(aube nnd) ftdJ IJC609CII ~nt. ~116 ~iif}• 
tiiii1J3a&fommrn b111i[djen ben brei 3lliidjlen ftef}t nidjt einmnf inner• 
~n(b biefet brei l!Biif}rungen ein gegenfeitigel fepe~ !Betf}iiftn~ uor. 
<ibenfoluenig f}nben bie &ljluei~ unb ~otrnub ein fofdjel f}etgeflent, 
[o bali bic Unfln&ilitiit gegcuiibet bem &i~f}etigen 3 uflnnbe nod) llet• 
megrl luotbrn i[t. ~~ gi&l im 'lCugen&fid, nadjbem bie ftii(jete ntr. 
gcmrine !Berfniipfung mit bem !Molbe au[gef}o&en i[t, aujiet in ~eutfdJ• 
(nnb unb brei obet bier nnbereu 2iinbetn feine mliigtung in bet m!ert 
me~t, bic 1Jthtbipietr eine feft[tefJenbe !Mtunb(nge f)iitle, oiefmef}t ftnb 
fi\tnl!lr!)C Uotigen l!Biif}tuiiQCII lei(~ tiiiiCd)afu geluifTet !MtCII6CII, tei(i! 
un{JefdJtiintl luitrriir(idjet !IRnniiJulietung it)tet !Regierungen unlet• 
luorfen unb ~n&en gan0 iiberroiegenb nudj unlereinnnber tein fejle6 
~er~iiflni~. 

~enn roir b~~a({J nudj nid)t nn ben <itfolg fofdjet nidjt nufein• 
nnber n&gejlimmler lmnl!nn!Jmen gfnu&en, fo ijt ~eulfdjlanb bod) roeil 
t-noon entfernt, bie 3llnflnaf}men, bie bie frnn~iiftfdje !Regierung ge 
gfnu&l f}nt !teffen 611 miifTen, ~~~ ftili~eten ober in irgenb einet l!Beife 
3" fliircn. 3m !Megenfeil f~nn elltm~ nut fe9t mitrtommen fein, roenn 
bet uon bet fton3iiftfd)en !Regietung (aut i9tet ~tUiirung geroiinfdjle 
~tfofg cintteten nub in6&efonbere bie intemntionnfe 3n~(ungi1PdJeto 
!)cit nnb .Sn~{ungilfteiljeit roiebet mcid)t luiitbc. 9!udj filg(en roit 
butr!Jnttil bie \j3ffidjt, au ptiifen, butd) roe(dje elronigen !Dtnlinnf}men 
nnftterftite roit hll bet ~mid)ung biefe! 3 idei &ei!tngen fiinnen. 
!Rcid)etegierung unb !Reidj~&ant ftnb bei biefer \j3tiifung of}nc 
6djlllanfen hU bet ~ntfdj!ieflung gefommen, bali roit bie butd) bie 
!({)ltK'rinngimnlinnf}men bei WuJfonbtJ er~of}le Unftd)ttf}eit ~ 
inlemntiounfer. !lkrfef}tJ nidjt nod) bnbutdj l!etmef}ren mo!Ien, bon 
nud) roit ein unftdjtteJ ~ement in ble il!iif}nmgilage f}ineinttn!Jfll· 
ilie 2cinber, bie mit unil ~nbe( !ttl&en, joUm roifTen, boj mit gnabe 
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in bet l!k[tiinbigfeit eine unedii{llidje {ljnmb(age beJ inlernationa(en 

l8edef}tJ [ef}en. $i1: luiin[djen aflet, bap nidjt nut bnJ ~uJ(anb bie~ 

crfenne, fonbem eil [oil audj bet beut[cfJc Sparer unb ~t&eilet ftc£) 

barauf uedafTen tonnen, ba{l bie nationalfoalali[tifdje !Regietung [ein~ 

~aufftaft unb feine ~t&eil6(ei[tung in if}rem bolfen $erte 311 

e~a(ten roilnfdjt. 
$enn ge(egenllid) audj bon beut[djen ,3nlereflenten bet l!Bun[dj 

nadj einer ~&roertung bet !Reidjilmad Caul luirb, fo milcf)te ic£) bail 

~roidjt bet ~tiinbe f}ietfiir nicf)t babntdj 1i&erttei&en, ba[J ic£) gegen 

fte im einadnen po(emiftm. 3d~ mocf)le fur ~ut[djfanb biefmef}r 

nuT eind fagen, bn{l !>ail IDebijen&emirtfcf)aftungefiJflem, beffen lin· 

&equem!ldjfellen unb !D!nngd mi1: iebet6eil anedannt f)n&en, butcf) 

feine bfo[Je !!&luettung iiuerfliifftg gemacf)t lt>etben ronnie. ~lc fdjmete, 

auil bem !lletfailfer Untedjt enlftanbene SdJu(benfa[t unb bie Sdjn.ie• 

tigfeilen unfertt !Rof}[toff&efdjaffung 3mingen 311 if}m. <itfl beren 

!Dlilberung luitb bie beulfcf)e IDebijenfontrolle ent&ef}rfidj madjen. Wn 

bet ili.i{11ng bie[er ~rage abet f}iingl ninJI nut ba3 luirt[cfJaft£idje 

m!of}letgef}en ~eutfdjfanb3, jonbetn a11d) aller bet 2iinbet, blc an einem 

aufnaf}mefiif}igen l!Jladt bon 70 l!Jlillionen !D!enfdjen inletefTiert ftnb. 

$it ftnb unil ui.illig &elUia{lt, ba[J bie gegenmiimge inlernatior.ale 

$iif}nmgJ(age unil [djluere ,Opfer a11[edegl, a&er foin ~nut mirb bic 

!Reid)iltegicrung beranfnfTen, e!luail 611 hm, luail gegcn bic ,3nleteffen 

if)reil eigencn !BoUeil unb ilanbri! ifl. ~O()C()CII mitb bie !Reidj~te{)ie• 

mng iebeqeit beteit fein, an 61Uedbienlidjen intemationa!en !lletljnnb• 

lungen leil61111ef}men, bie unter fer&jluetjtiinblidjer, audj in bet l!Bii~· 

rungJetf(iinmg bet brei !Diiidjte betonlet, l!Ba~nmg ber nnliona(en 

~ntetefTen einent freien inletnationnfen !lllirtfdJaft~ unb .8a~fungil-

'

betfef}t 311[tte&en. Sollie f!dj im OCnfdJiu{l an bail !llot{)C[Jcn bet -~rei 
lDlad!te eine fold}e l!Jloglidjteit ergel>en, fo luerben mit ba3 &egrusen 

unb 611 emeulet ~tiifung bereit fein. 3n,smifdjen ti.innen unb luerben 

mit b1t l;in!luidlllng in alrer !Ru~e anfef}en unb u~[ere <inlfdjeibungen 

iemeili! nadj fteiem !lllillen tteffen. ~nnr un[erer IDcuifen&emirt• 

fdjaftung f}a&en miT unlet bet uationaffo,siallftifdjen 3!eglenmg bie 

gan31' ,8eit f}inburdj eine [labile ~irtfdjaftilgrunbfage in 11n[eret l!Bii9• 

nmg gef}a&t unb ~tben fte &ef)alten. \Die[et ungef}eute, fiir CZr.seugrr 

unb !8et&roudjet gfeidj roidjtige l8otleiC miegl aile mit bet ~euifen• 
bemirtfdjafhmg berbunbenen Un&eq11emlldjreiten auf. 
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DEPARTMENT OF STAT E • 

WASHINGTON 

TEJ.;BGRAJ4 PROU THE AMERICAN E!JBASSY AT PARIS, 

NO. ~0~8, OCTOBER 18, ~OA.M . 

(PARTLY P ARAPHRA.SED) 

Tb1a telegram 1s from ll.r . Cochran and refers to 

bis telegram No . 10~0, October ~6, 4 p.m. 

I returned !rom Brusse~s last night. 

Saturday morning at 9 :30 I c~led on Ambassador 

Morris . I explained my visit to Brussels and he sug­

gested that before I left I should call on Mr. Van 

Zeeland, the Prime Minister. 

I was received at ~0 a.m. by the Governor of 

the llationa~ Bank of Belgium, Mr. Louis Franck, with 

whom were Mr. Bandewynsi, of the Bank, and Mr. War~and, 

who is the general manager ot the Belgia.n Treasury 

and of the public debt . I spoke of the te~egrama which 

the Natio~ Bank of Be~gium bad exchanged with the 

Federal Reserve Bank of New York. After I bad e~­

p~ained the American position and had suggested the 

~ines along which they might s et forth and c~arity tbe 

Belgian position re~ating to gold, t hey drafted, in 

'lll7 presence, tbe followins dec~aration: 

8 IJBCLARATIOlf. The Be~ian Gover-ent b:r the 
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JJ1n1stcr o1' Finance. and the national. Bank o1' Belgium 

represented by its governor 

Declare and certify 1'or tbe int'ormat ion o1' the 

Government o1' tbe United States 

One. That an exchange equalization 1'und was 

established in Be.lgi um by virtue o1' the law or March :so. 

19~. and by Royal. decree or April 3• .1930 and that the 

management o1' this tund was entrusted to the National 

Bank by virtue o1' tnis decree; that on the basis or 

these provisions the Nationa l Bank in this capacity 

delivered and received gold on a fixed basis of 0 . 150632 

grain of fine gold per belga fixed by the Royal decree 

of March 31 • .1935• to those countries constituting the 

gold bloc and to the United States. 

Two. That the experience having worked out in a 

completely satisfactory manner tile equal.1zat1on tund 

waa suppressed on »arch 31• 1936• the National Bank 

again assuming from that date the obligation or redeem­

ing its notes in gold or in gold exchange in contoraity 

with its lega.l statute upon the above parity this haYing 

become defi nitive again. 

Three . That since tllis date as previously the 

National Bank or Belgium gives gold on this basil to 

the United States and that i t under takes to continue 

to do thia on the basi s or recip~city in ~ontoraity 

w1.tb 
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witb the declarati on of Secretary Yor genth-u of Oct­

ober 12, 1936, of wbicb it bas been informed by c able­

gram from the Federal Reserve Bank of New York of Oot­

ober 13, 1936 . 

272 

Pour. That, tha nks to the racility wbicb it baa 

under the law of gi~ing exchange to other destinations, 

the Na tional Bank is fully in position to control the 

ourflow of gold to destinations other than the United 

States . 

(?)which the present declaration proposes in 

order to be communicated to tbe Secretary of tbe 

Treasury in Washington. 

Brussels, October 17, 1936. " 

The purpose in mind in drafting thia declarati on 

was to indicate that although there is no longer a 

Belgian stabilization fUnd, the National Bank of Bel­

gium is ~ble to reciprocate with us the gold f acilities 

which the United States offera, and that such reoi­

procity is approved of by the Belgian Minister of 

Finance . The usual handling charges are added to the 

basic gold price stated in the second para'Jrc.rh of 

Article one. 

At 11 o'cl ock I accompanied Franck and Warland 

to the Belgian ~inister ~f Finance, Mr. Henry da Mau, 

•ho read the declaration, approved it as drafted, and 

signed 
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B~gned it . It was signed also by Governor Franck in 

my pr esence, rr~ ~he Uinister ot Finance delivered it 

to me . 

Tbe Prtme Uinister r eceived Governor Franck and 

me at noon . We e~plained my errand and tbe document . 

Mr. Van Zeel and read tbe declaration. He four.d it 

satisfactory but pointed out i n connection with tbe 

second para0rapb ot Article One tbat tbere bad been 

no provision of Bel gian law wbicb restricted gold deal­

ings to t be &Ol d bloc countries and tbe United States . 

Returning to the National Bank at 12:15, I trane­

lated t he declaration from French into English, Band­

ewyns checking the translation as given above. 

X bad luncb witb tbe American Ambassador and 

sbowed b1m the Bel gi an decl.aration . 

All the Belgian officials are pleas ed over the 

international monetary progress accomplished through 

the Fr ench- British- American monetary and gold agree­

ments , and they desire to tit Belgium into the pro­

gressive arrangements . They will koep thle matter 

confidential and will await word through me of tbe 

Secretary of the Treasury'• deciaion . 

I am leaving for Bern this evening. 

BULLITT 
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S ANK OF NETHERLAN DS CUTS DISCOUNT RATE -ro 2 1-2 PC 

- uANK o~ NETHE~LANDS HAS RED UCED AMSTERDAM u r 

rHt:. o I SCOUNT RAT E TO 2 1-2 PC FROM 3 PC Q\, l l J .JJiJ 
-n-

oc l l !I j!JJJ to. 'to 
DUTCH INDIES REDUCE DUTIES 

AMSTERDAM- THE NETHERLANDS EAST INDIES 

HAVE REDUCED IMPORT DUTIES ON SEVERAL ARTICLES 

-o-

oc f l ll ji1J6 
DUTCH BONOS UP 

AMSTERDAM- S INCE DEVALUAT ION OF THE 

GUILDER THE BONO INDEX PREPARED BY DE -TELEGRAAF HAS RISEN TO 99 32 FROM 94 94- EASY 

MONEY RATES ARE EXPECTED AND A LARGE GOVERNMENT 

CONVERSION OPERATION TO A 3 PC OR 3 1-2 PC 

BAS IS IS ANTICIPATED 
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OCT 19 1936 ADD DUTCH BANK ~ATE 
I /.lf~ 

AMSTERDAM- ALTHOUGH THE REDUCTION IN THE 

DISCOUNT RATE OF THE BANK OF NETHERLANDS WAS 

FULLY ~USTIFIED BY THE POSITION OF THE MONEY 

MARKET WITH PRIVATE DISCOUNT RATE AT 2 5- 16 

PC NEVERTHELESS THE ACTION CAUSEQ SOME -
SU~RISE OWING L0 THE ~~RAI I VF SCARC ITY 

OF S~OfiT--~FUNDS IN THE AMSTERDAM MONEY 

MARK£T CREATED BY THE LARGE TURNOVER IN STOCK 

AND COMMODITY MARKETS 

THEREFOKE IT IS BELIEVED THE REDUCTION 

WAS PART OF AN OFFICIAL POL I CY AIMING AT 

CHEAPER MONEY ~ND_PREPARATION FOR LARGE 

UOVERNMENT CONVERSION ISSUE 

THE LONG TERM MARKET ALREADY I S ANTICIPAT­

INU CHEAPER MONETARY COND IT IONS THE 3 1-2 

P C DUTCH AND DUTCH IND IANS LOANS HAV I NG RALLIED 

TO ABOVE PAR 

-o-
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OCT 191936 

REUTERS DISPATCH FROM BELGRADE STATES 

THAT ~UGOSLAV EXPORTS HAVE MADE NUM EROUS 

PETITIONS BEGGING PREM I ER STO~ADINOVITCH FOR - -
AT LEAST A PARTIAL DEVALUATION OF THE DINAR 

AND FREEDOM IN FOREIGN EXCHANGE DEALINGS­

EXPORTS HAVE BEEN BADLY HIT BY DEVALUATION 

~y SOME OF THEIR BEST CUSTOMERS SUCH AS ITALY 

CZECHOSLOVAKIA AND FRANCE AND BY THE SPANISH 

CIVIL WAR AND THE AFTER EFFECTS OF SANCTIONS 
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GOLD MOVEMENT 

GOLD ENGAGED ABROAD TOD~Y FOR SHIPMENT 

TO NEW YORK COM 

p 

RISED 2 140 000 DLS FROM 

ENGL AND 

GOLD RECE IVED AT PORT OF N Y UP TO 3 

PM TODAY CONSISTED OF I 454 100 DLS FROM 

INDIA AND 467 700 DLS FROM ENGLAND - THERE 

wERE NO EXPORTS 

MONETARY STOCKS DECL INED 9 975 000 DLS 

AS A RESULT OF NET INCREASE IN GOLD HELD UN­

DER EARMARK FOR FORE IGN ACCOUNT - AD DIT I ONAL 

F OR SATURDAY-

SAN FRANCISCO REPORTS THE RECE IPT OF 

934 000 DLS OF GOLD FROM AUSTRALIA 

-o-
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MEV YOII.••F. R. Y~ VINDE~~, PRESIDENT OF THE PLAZA .... 

C1l ST. LOUIS, ADYOC:ATID IN A LETTER TO THE PIOCOU:SSIYE llUUILICAII 
. - .. - - ~ 

eotMin~ FOR FRANKLIN D. ROOSEVELT TilE RI·ELICTIOII 0~ Tilt Pllllllllfo __ .. ,.. __ __ 
•IN"' OPINION,• . TKI ST. LOUIS KAN VROTE1 ·~~IDENT ROOSIJILI'I 

11>~'1 POLICY ALONE SAYED THE IANICS, IUSINE~. AIID EYEII oua fQ!I!. --
at COOYI .... ENT FlOtt DESTRUCTION •••• - -

•IIOT TO VOTE FOR HIS U:•Il.ECTIOII VOULD IE FOR NE TO COIIYICT IIYIILJ' 

C11 INGRATITUDE.• 

l0/l,..•ll0'2A 

) ..... 
co 
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S~ISS OFfER I NG OVERSUBSCRIBED II:~ 

PARIS - NEWS DISPATCH FROM GENEVA STATES ....... 
THAT ALTHOUGH DEVALUATION CAUGHT SWITZERLAND IN ...... 
THE MIDST OF ~~ Af~EA~ FOR A NATIONAL~FENSE 

LOAN TAKING THE FORM OF 3 PC BONOS AT PAR 

REDEEMABLE WITHIN 10 YEARS BY TENTHS THE 

GOVERNMENT WAS ABLE TO ANNOUNCE A TOTAL OF 330 

000 000 SWISS FRANCS SUBSCRIBED FOR AGAINST 

235 000 000 SWISS FRANCS OFFERED - THE FIRST 

TRANCHE OF BO 000 000 SWISS FRANCS WAS OFFERED 

SEPT 21 AND WAS OVERSUBSCRIBED THE FIRST WEEK 

WH EREUPON THE GOVERNMENT EXTENDED THE ISSUE 

TO COVER THE FULL AMOUNT 

-n-
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BETWEEN STABILIZATION FUNDS OF UNITED STATES 

ENGL AND AND FRANCE MEANT END OF PRIVATE GOLD 

SHIPMENTS REMOVED SATURDAY BY ANNOUNCEMENT -THAT BOO 000 DLS GOLD HAD BEEN ENGAGED IN 

BELGIUM FOR SHIPMENT TO NEW YORK IN NORMAL 

RESPONSE TO WEAKNESS IN BELGA EXCHANGE 

EUROPEAN SITUATION VIEWED OCT 191936 

ADDRESSING A LUNCHEON MEET ING OF THE BONO 

CLUB OF NEW YORK MARQUESS OF LTHIAN ONE OF 

GRE AT BRITAIN- S LEADING LIBERAL PEERS DECLARED 

THAT WHILE NO GOVERNMENT ANO NO PEOPLE IN 

EUROPE WANT WAR NO ONE CAN POSSIBLY SAY THAT 

WAR IS NOT GOING TO DEVELOP - THE MARQUES S OF 

LOTHIAN STRESSED THAT ECONOMIC NATIONALISM 

WITHIN SO SMALL AN AREA AS EUROPE EMBRACES 

AND THE RISING CONFLICT BETWEEN FASCISM AND 

COMMUNISM WERE IMPOKTANT FACTORS IN THE 

EOUASION- HE SAID THAT ALL EUROPE WAS GIVING 

AT TENTION TO REARMAMENT IN THE EVENT THAT IF WAR 

ODES COME EACH NATION HOPES TO BE IN A 

'\) 
Q:; 
C.• 
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PSUTION TO STRIK E THE DEC I SIVE BLOW QUICKLY 

AND END THE CONFL ICT I N SHO RT ORDER INST EAD 

OF REPE ATING WHAT HAPPENED IN 1914-18-

GRE AT BRITAIN HE S AI D IS SEARCHING 

FDH AI RP LANE MECHANICS AND MATERIALS- LABOR 

PARTY THERE WHICH FORMERLY OPP OSED ANY REARMA­

MENT NOW IS SUPPORTING THE GOVERNMENT-S 

PROGR AM 

THE MARQUESS OF LOTH IAN SAID WHILE 

DEMOCRACY IS THE BEST SYSTEM FROM THE POINT 

OF VIEW OF THE INDIVIDUAL THERE WAS NO CER­

TAINTY THAT IT WOULD SURVIV E AND THAT FASCISM 

OR COMMUNISM MIGHT DEVELOP FURTHER- HE AD DEO 

THAT ~tiLE DEVALUATION HAD REMOVED SOME OF 

THE WORST FORMS OF ECONOM IC RESTR ICTIONS IT 

HAO NOT CHANGED THE PROBLEMS OF ECONOMIC NATION­

~LISM 
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Charles 
Michelson: Fine . 

fi . J,I •• Jr : Now here • s the dope . 

lol : Yes. 

October 19, 1936. 
12:14 p.m. 

H. j . Jr : I had n long session with the President . 

K: Yes . 

"83 

H.:&.Jr: And he ' s crazy about what we 've written about Hoover . 

M: Yes . 

IL'4 .Jr: And I ' m eivi ng it out in a press state'llent a t 
5 o ' clock at my regular Press Conference t his 
afternoon. 

li: Yes . 

B.M.Jr: And we Just can't move our pie . 

'J : Can' t tell what kind of pie you' re going to make . 

H. li.Jr: Yes and - .vell what ' s hi s name - Early has a 
Press Conference at 10:30 and announced as follows -
this is ~mat came over the Dow Jones ticker . 
"Roosevelt conferred with Worgenthau. Secretary 
Worgenthau vis ited rlooseveJ.t to-day and showed the 
Pres . .... 

W: Not so f as t and a little louder . 

li .M.Jr: Bello . 

K: I just have •President conferred with 1!or genthau." 

H . ~.Jr: All right . •Secretary Morgenthau vis ited President 
Roosevelt to-day . " 

W: Yep . 

H. \I .Jr: 

li : 

"And showed the President a copy of an address the 
Secretary is to make in substance a t a di nner of 
business men in New York Friday night .• 

Yes. 
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B. Ol . Jr: 

r.t : 

H. rl.Jr: 

N: 

B.M.Jr: 

U: 

!I: 

H. M.Jr : 

lol : 

B.:.t . Jr: 

M: 

H. ot . Jr : 

M: 

B.N.Jr: 

)4: 

- 2 -

"The address which Will deal *ith the budget aatters 
under the Hoover administration will be released in 
part by Secretary Morgenthau at his confernnce this 
afternoon. " \';ell that isn 1 t the way I wanted to 
handle it but t hat ' s wh&t they've said. Hello -

Yes . Now we - will you send that over to my office 
so they can put it on the teletype for me? 

Well it isn't finished but the minute it ' s finished 
I will. 

Yep . Well ~hat's all . 

You mean - you mean one of my press statements? 

YoW' press statement which you are going tx> make 
this afternoon and I 1ll give it out up here at the 
same time . 

No - no . 

No - all right. 

I don ' t think I would. 

All right. 

I•ll tell you - the fact t ha t Steve Early has 
anaounced this - we ' ll have every press associ a tion 
in the world her e. 

Hell that ' s - that ' s all right except that - you see 
we ' ll have a Press Conference on about the same time 
and I thought ..,e could tell them that you were giving 
this out down there - something to talk about but 
it isn' t necessary. You give it out down there. 

Well I • 11 tell you - I've been over it so carefully 
now and the President instructed Early and then he 
instructed me that I hate to deviate. 

I see . That's all right. Now how .!.ong are you go1.ng 

to talk at the dinner. 

llell the\'e ' s a man by the name of KEnnedy. 

Yes. I guess he 's waiting for me inside now. 
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II : 

H. M. Jr: 
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And Kennedy sai d that I cotud have twenty minutes. 

Do you want tha t muc~? 

I - I 111 need tha t much - why? 

'i3S 

Well because they - they just tell me they •re going 
to have little three minute speakers from all over 
the country breaking in ano I just .wanted to gauge 
the time that would be left for t hose folks af t er 
Kennedy and the President and yourself. 

lYell I don ' t think that .!:ennedy - you'll have to talk 
to him I mean I never will fight for rey-self . 

Oh no that ' s all right I just want to know the time . 

Well Kennedy - I tola him f irst I needed a half an hour . 

Ah ha . 

And Kennedy sai d , "we 1 ve got thirty m.inutes . • Be 
says, •I take three, the President takes seven; we ' ll 
give you twenty ." 

That ' s all right . I just wanted to •... 

Now then he sai d , "The rest of these boys are going to 
talk can listen to you" and he says, •the hell With 
tnem. " You know Kennedy . 

Yes . 

Now that ' s his idea - it's not mine . 

That ' s ell right . I just wanted to know the facts 
so that I could gauge the rest of it - that was all . 

//ell t.hat 's - that ' s 1'hat l!:ennedy - I mean those are 
his words a nd that ' s what Stanley High said tha t this -
but .•.. 

Well it may be right even if Stanley High did say i t. 

But I'm doing this to help elect Roosevelt and whatever 
those fellows up there want, why that's all r ight wi th 
me, see? 
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1( : 

!l . loi .Jr: 

U: 
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II : 

H .~ .Jr: 

ll : 
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M: 
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II: 
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II : 
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U: 
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II: 

H. IJ.Jr: 

- 4 -

I see . Henry , you go ahead with your twenty minutes . 

Well I'm doing it to help elect Roosevelt and that ' s wha t I'm doing it for. 

All right sir . 

!low what I ' m going to do - I •m going to send you something tonight . 

Yes . 

Now how do I address it so t hat it will actually 
ge t t o you? 

Just address it to me personally at Room 440. 
Room 440. 
Yes. 

The Biltmore. 

The Biltmore . 

Now that will be on your desk Special Delivery 
tomorrow morDing. 

Fine. 

Now when - when may I expect it back? 

I'll - I'll try to clear it all up t omorrow so that 
you will get it the following morning on your desk. 

Could you do that? 

I ' ll sit up all night, a s I say but I ' ll do it. 

Yes, because the time is getting awful short. 

Yep . I ' ll get it out of th~ way for you tomorrow. 

And then you'll - you' ll send it With a Speci al 
Deli very stamp, will you? 

I'll send it with a Specia l Delivery stamp. 

And •••• 
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And i f there ' s any hitch about it I ' ll put a boy 
on the train and send h im down with :t; but I'll 
get it to you on your desk !londay morning . 

You mean Wednesday morning . 

Wednesday morning . 

Righto . 

If the boy falls 
teletype to you. 
morning . 

Fine . 

All right . 

dead then I 1 11 put it on the 
But I ' ll get it to you Wednesday 

And you're perfect ly happy ~bout the way we 're 
handling this Hoover t hing . 

Oh yes , I think that's quite all right . 

I onl y call him a liar three times . 

Well there ' s luck in odd numbers. 

(Laughter) All right . 

All right . Goodbye . 

Goodbye . 

?87 
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i'OR Illl.iEDlATE R;:t.go SE 
Monday, October 19, 1936, 

Washington 

STATEME!IT BY SECRETARY UORGEI!T!(AU 

?88 

Preoo' 'St rvico 
llo, 8-?0 

The receipts end expenditure& of tpe Government are frequently macle M 

important icoue in Prea1dontial cwnpnigns. In the hent o! these e&~paignn, it ia 

not unco~uon for political cpeakera to critic ize the expendi ture programs of the 

pnrty i n office and in 111M)' instancu the fnch are presented for politic~ pur­

pooon in n m.~nor which confusea tho public mind ns to the r eal situation. 

Tho 'l'rcncury dooo not or dinarii)' at t empt to chcclc tho accuracy of such 

o tat~nts nor t o take official notice of pert~~~ crltlclcm 11rcctcd nt lto 

mothods of bookkeepint: nnd filll\llclal r eporting, 'llhen , however , n former President 

of the United Stntes in a public nddrccs cbl>.rgoo the TreniUJ")' of the United St~tua 

with 1 intollect1lcl dishones ty• nnd •pcr¢ciouo dceeit1 tho public intcreot d&-

mends the.t then': charges be not ignored, 

fho clthens nnturally illlputo to a former President intimnte lalowlcd;;c of 

the financial opgrat1ona of the Govornmont , and when Mr. Roever a t tacks t~e 

integrity of tho public eecounts , hia ntatemonta, if permitted to go unchnllen~d, 

lllisht t end to 1mpe.ir tho con!idcn.:o of tho public in ita, fl,.ncir.l offici.Uz, 

w1 th conaoquont detri1110ntnl effec t on th.: Fac!crt>l crcdl t . 

'l'hnt t~rc the fncta? 

Tho fMta 1\.l'e ti'.At the 'l'rO/UIUl'Y e.cccnmta arc kept ctrietly in a~corcl4neo 

with l~w, r~d Pre not bra~~ upon any pr~tisnn politicrl connidorotiono, !ho 

'l'ro,.oury oubmi to t o tho Oongrcos in nccordanco w1 th t!lo lr.w Bll antiU8l report on 

the c tate of the fineJxoo , end n. dctl\iled report of reeolpte r.nd sxpenditurce 

o! the Gov~rMlont for ~nch Cheal 70rtr. :rurthel'lllor e , U publlchoo f or OYC%7 
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buaineaa day 11 ut r.t emcnt shnwing the condl tion of the publll) Troll.IIUT)', The eo ro­

porta are fr~ time to time auppl~onted by specinl r eportn, Tho Trensury is 

conat~.ntly • tudying tho f onn of lh roporto , rlth n viow to mcldng them moro in­

fo~.tiv . to t~c ?•bl ic, nnd I boli~vo it cnn truthfully bo snid thnt tllia 

Adminlntr rtion ~a fUrni shed the public mor e detniled info~t~on on the fi~~clal 

operations of the Gov~rnoent thr~ nny preceding !dminintr~tion, 

Nr, Hoover no t out in hi s nddrenn thro.J 1 forrr.ulna• \'lhich he clp imo the 

preaont Adoinlatrntion ~s ndo~tod for t ho.purpo:e of ooking c dia torted prenenta-

tion of tho oxpenditurcu of tho Government, 

1 FORMQLA NO. 1; The Roosevel t ~niatrntion has ,.de nom& beauti fUl economies 

by Just omitting cortni n itemo from its rogul~r o~udituroc before it cor.es to 

the totnlo nnnouncod to tho peoplo. 'l.'hoy nppciU' only in n.n nppondix. " 

In i llustrnting the ap~liCP.tion of thi s forrnuln he c ites 1 tho expenditure• 

for Government trust nccountc p.nd for tho District of Columbia pni d by tho 

renidonts•, r.n~. up.ye the:e it cos "Mve been dole ted fr01:1 toWn undor Proddont 

Rooncvolt". 

The public rccorc! ohotto t llr t up to J uly 1, 19:;(), t!to ?ederl\1 Government 

did 0 put <'.own 1\ll o r the money spent on ono sido of the 1 odeor ~d every oont 

takc.n in o.n t he other aide of ~he ledger• , including truot fUnds, But on lin)' 1, 

1930, Presi den t Hoovor ' G Director of the Bud6Qt wrote the Secrctnry of the 

Tre~eury , stnting: 

'!be Prc.aident bns nskod me t o see if .. ppropriate 

nrranguments can bo Ql\do for cxhlbi Ung tho n:ceiph 8Dd 

expen~.1turoo ot the Govorn.,ent in tho Budget and in the 

dni 1y Trensury at~tcaenta , ocpnrnt ely under the cnptione 

GE!iER.U. ro!ID, SPmUL !'IJllDS, Qnd TRUST FmiDS, 1 

Begtnning J\lly 1, 1930, tho DP.ily Trcas\U)' Statenent was chnnged i n thia 

r eopec t to coot tho wi:heo of President Boo• er . 
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Here are Preaiclont lloover ' • own worde on this IUbJeet as con­

tained in hi a '1932 Buc!t;et lleasace to the Congreou 

1 In preparing the detailed statements of royeipta and 

expend! turee contained in this Budgot , I have aeuegated 

trust funds from r;enernl fUnds end apecinl funds. Thla baa 

boen done for the reason that trust funds do not belong to 

the l'edernl Government, but to the benet'iciariea of the 

trust; -and, in aiiiNDarizinr; tbe financ1nl. condition of the 

Covern.aent, trust fllnda should therefore be excluded. • 

Ho went on to say that only genore.l end special funda repre­

sent true Government transactions . 

I am not in diaaueement vi th the cbanr;ea thus effected bT 

direction of Preeident Hoover. On the contrary tbe aegreption 

of truet fund transaction• from tbe financinl transactions of the 

Government ia in 1!13 opinion a diatinct improv~ent in budaotary 

procedure and the reporting of f inancinl date.. 

But when llr. lloovor aacribea reaponaibili ty for this change 

to the present .A.dminiatration bo miaatatea fe.cte . 

1 FORMULJ, NO, Il t It has nJ.wa.vs been e. rightful principle of Govern­

aent accounting under the old co .... andaenta to pq all receipts or 

nll final recoverioa from revolving accounts into the TreNUTl'• 

Then Oongroaa appropriates them out and t bua bolda control of the 

expendi turee . • 

It becomes pertinent to inquire llb~t wore the 0 old COIII!Iandmonta. • 
. . 

lloitber the use of revolving funds nor the 'rreaaury' a ru:counti~ p:-o­

codure in connec t ion with them ie new in Go~ernaont finance. ln 

Seeretar,r Glnes ' annual re~rt tor 1919, be called tho atte~tion ot 

the Con;p-eao to the t'reaOW')' ' a objection t e thia method of appropr iating 

funds. Be said in part t 
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1 By such •pproprl•tions the revonucn "f tho Govcrntlent 

~tccte~ never bccooe uncon~ition·lly avrJleblo to ccot gcnerol 

expen~l turoo , but Rrc ~pproprie.tcd autoo.••ti<U>lly for spcclol 
purposeo without tur t!ler control by the Congrooo nnd •ithout 

?91. 

MY no11 conoVorr.tion of the neritc of tho adtlltiotll\1 oxpon~ituro . 

~tono eppropri11tions by thvir very nat ure t ond to produce expen­

ditures, w~ich , if corol'orcd e~e11, oi~tt not bo aut~orizcd by 

t:te Cocgrcen nn<! I believe t~t t~eir dlscontinutUt<Jc , to U:o 
utnost llo1t pooalble , ie nn essential condition of p~ progr~c 
for ! igid economy i n Govornoent oxpon~.1turo , • 

Occrotary Houston in :~~~ llJll11ll\l r oport for tho fioc:U ;vonr 1920, 

rep<:'.to~ the sr.r.>e objccti?n. 

Thvre heo bo)Ou no chAn,;u in t :u, 110t:tod 'If ha.·u.!Un,; r ovolvin(l . 

tun~n in the Trctl!N.l""J Deill' Str.tet:er.t t'Uo~ in tho Buq;ot ainco 1!>30. 

Thu 'fli"OCodure to~.r>¥ is tho o•.uo ;'IJ"Occ~ur~ t:v .t ""• f ollom:d th,.nu,Jbout 

Prosl~ont Hoover ' • or.n oe:JinictrntiQn, For in~tN\C~ , UD<~Or nuthority 

of the Acricul t'JJ"'\1 llnr%etin,. Act of June 15, 1929, Congr<-3~ , 'In t he 

roco~on~~tion of Proaicont Hoover , ap~roprl~ted. $500,000,0?0 non 

rovolvinll fUnd for usc of tho Filc'.cr:U Fnrn B~ru"t!. Tho rep/IY1llOiota 

rec~ivod up to J'ebru."..TY 28 , 1933, of core th•n $050, <Y>O, OOO on ._ccount 

of lnr.na c:>~.e from thh r ovol v i "6 fun1 t~cre crc~1ted bnck to tho tund 

nn~ thereby opornt~~ to offeot cxpentiturcc in t~o fiacal yonro 1930-

33, It "ill bo a~en t'!:l>t 1 wl<!er tho old C(IC;.lP.n•no:>h1 rcpayocnh t o 

r evolving fun'.B r.~ro no t , no r1l~ .. -:ct, covyrcd i "to tho Trea:Nl"Y nnd 

cubo~-qucntly :•.pproprir-tod by tho Con~,:roao . 

The <rpo r~.~inna '>f :Ul rovolvin~ tun<'s h.-we been h.'\llt!led in n 

aiullnr tlllllnor, i'or instp;1ce, the opor• tiona ~f tho Roconatructio" 

J'i~~e Corp?~ti~n duri~; Yr1 
H?ovor ' • rduinist r•tion roflccto~ n net 

expont1ture of $1 , 572,00CJ, OOO: yet in r.rrlvin,g r.t this fi ~:ure o. crodit of 

$368, 000, 000 l":'t\G tolnn for r~J)I';IIJOntn on lonna previously c.ado, "" e.n 

offodt to &;oao expendituroo, 

Baf Mr. Hoover t ollo11cd tho ?rinciplo underlyin~ hi• oo-eollcd 

"old co:::r.ll\ll(lr.lcnto•, bo wo>tl d ne>t ~.vo tl-kon credit f or the ropeyr.~onta of 
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$368, 000, 000 and would hAve reported the gross oxpondi tures of 

$1, 940,000, 000 instead of a net of $1, 572, 000, 000. 

Thua, in cri t ici1lng the method of accounting for r eYolvtnc 

funds uaod by t he proaent ndm1n1atrat 1on Kr. Hoover is condemning 

his own practice. 

One il:!por tan t chance, but in the di r ection of a more compl e t e 

reporting of these funds hoe been ~:lade by t his 1\drunistr ntion. '!he 

Dail y Stl\tement of tho Treasury has aince Deeectber 1, 1934 ahown 

separAtely the .voss expend1 turea of these eorporl\tions end ered1 t 

agancies of the Gov ernment which opernte on revol,.ing funds , no well 

as the ro~ents received on necount of l oans mode from ouch funds, 

FQ!l!!',iL! J«), 3 : 1 .lnd this ia a wch oore potent forculll for 

Jusgllnc a~rebonrda . In the deTa of the old-tioo arithmetic 
tho Pr eaidont and the Director of t he Budget yenrl:o fought eseh of 
the Fodernl bur6<\usovor every iteo of oxpel\dituree. Congresa fough t 

n t the items and fiDI\lly rnllde n det~ iled approprintion for eseh of 

theo, do<7n to the slllnr; of every cl11rk." 

In dhcussin;; forcule Uo. 3 , dilt1netion ouot bo oade betweon the 

oanne•· in which tho Con.,-ress had nade 0'14ilable for expend1 ture luop-IOUO 

e:ppro)'lr1nt1ons f .-r r oeovor:r and roliof, on tho one hMd, &nd, <>n the 

other hand, the accounti DG ~md reporting proce~ro of the Treasury 

Departl'lont. in connection wi tb aueh expendi tureo. 

Aa t o t he foroer , t he Con~eao author ized President. Roosevel t to 

utilize tho establiahl\4 depe:rtoeato Rnd ngencioa o! t he Go·rernmont 

in oeetillb the uneoplOTOent probl ea . '!'he prinnrJ' object , ,.. to put 

peop l e to work and ~Jech wer e not reject.ed olaply because thq '!'ere 

of n typo t.lw t had been carr ied on by es t s1>11 ahod i ederel ~~gonciu, 

In account ing 1111d repor ting vith respect to r ecoYer)' expondi tureo 

the Troeour; roll$ed t he S30e det ailed qst eo .r accountin& M4 

r eporti llcl " " hoe been followed i n connec tion wit'> t ho handl ing of 
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t ho annual appropriations of the various departoenta end 06tabl1ahner. ta. 

'n-.e Treneury conalders it fundal:sental th:lt expend! tures fron tho 

lll'lp-s= np;>roprlatlona ol'lde available to t.he President for roco•tat"J' 

an1 relief be accounted for separate}¥ fron t he funds grantod by t.he 

CofiGToas to the departl'lente in the annual appropriation acta. It 1e 

to ba noted, however , in t his connection, that the Trensur;: Dopartnent 

in its annual reporta nnd once each oonth in the DP.ily Treasury Ste t r­

oent (published ae of tho 15th of the oonth) reports the •~e in!orn~ 

tion 2i th roepect to expen.di turee fron roco\"ery and relief funda aa 1 t 

clooe vi th r eapec t to t.he expen<ti t:u-ee !ron annual appropriatlona , 

ordinarily r ef erred t o as general expendi turea, 

Fro~ the atntaoont onde by Yr. Hoov er, onn vould be led to 

believe that expenditures !roo the recover' funds are concealed through 

the use of aonll print in th:; l!ud,;ot et:>tenenta. 'l'his h not true. 

'l':le fact 1s that t he dotnllad expendHuroa fr<Xl recover:· funda &re 

p r1nt&4 in tho J!ud6at atntencnts in 1 tel lea Of the S&':le she typo, 

i=ediate}¥ tollowi~ tho related lton payable froo regular tunda. 

For example , on pago A-47 of the 1937 Budr,et 1n the estioated 

oxpendi turea for the ;;oar 1937, thoro "l>P~"r' nn iteo of $1, 000,000 

in Rooan t;Ypo undor the caption 'Gila ProJect .lrhoM1 and .1c:oodintoly 

tollov!~ tbh ltea 1a another it"'" i:> t.'le liMO a he tn>e, but in 

1 telics for tho purpoae of fund !dontlt1cnt1on, under thA cl\ptlon 

•ana ProJect .lrlton..-:S.,ergonc' J:xpen.Utureo (:Eoer.;ene:;- Relief Ac t 

.., • 'l'iuia net ;,od of proaentat!on convey• to tho publlo of 1936) .~ , 400 ,000 . 

the !nfo~tion thftt the aoticat ed expenditure on account of the Gill\ 

aeclacat !on ProJect in 1~37 is $2,400,000, ot which $1 ,000,000 !a 
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p~able froa an annual appropriation and $1 , 400 ,000 from the 

appropriation provided in the !margen~ Relief Appropriation !et 

of 1935. I lenOir of no clearer, simpler or aore stra1gbt--fo1'11ard wq 

of presenting figurea. 

llot only baa Prenident Rooaevel t made available in the IDOat 

convenient form detniled intorm!ltion concerninc the expenditure 

of fund a under the recovery and roll ief appropriation a in the annual 

budget, but the 1'rea8Ul'7 has Dlllde auch information also nva118ble in 

various administrative nccounting reports, which give far greater 

detail thon waa customary in Mrlier practice. In the ar.nual atat&-

ment of receipts sod expenditures .ubmitted to the Congreaa purauent 

to See. 15 of the !et of July 31, 1894, the 'l'ronaury has reported 

detl\ilod infor mation eoneorninr, expenditures under both rumual ll.tld 

recovery oppropriations in tho aamo monner as has been employed over 

a long period of ye:~rs . In addi t!on, tho 'l're...ur,r baa made avail.able 

as of June 30, 1936, a ~ page report s!>owinc the allotments o.nd 

expendi <.urea mad~ undor the Emergency Rel1ef Appropriation !et of 1935, 

Tbie statement ahowo not only the organiz• ti!)nt to which the 1\l.lotmenta 

were otade , but the type of vorlt for wtuch the ollote~anta were oa4e and 

the Statea in which the vork vu done. 

llr. lloover charges that the 'l're&'8Ul'7 has roaorted to "double 

bookkeeping" and, in apeaking of hie r ?rsula No. l , a tatea that one 

of the eaoiest methode of reducing OOYerncant expendi turoa 1a • Juat 

don't put th- in before you announce tho total. • 

There haa been much loose talk about the use or a doublb bud&et 

o.nd double booltkeeping. 'l'ber<~ 1a no tueh thin~ in the United State& 

Government aa a double bu4pt, D8J' ia there ~ qa~• ot double 
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bockkeoping. Probably no government in the world and no busincas 

enterpriae, no matter what ita siz~, ia more meticulous than th e 

United States Treas~ Departmant in keeping ond making public 

ooeounta of the money it receives and peyo out. 

In order that tha public me.y be informed as to the uses made 

of tb.e funds appropriated, the Treaauey c lauifies ito e:rpendi turea 

into two diviaiona, namel7 , •general• and •rtcoveey and relief. • 

These classifications do not indicate double bookkeeping or in 

801 aanso a double budget. ~111 wore adopted by the Treasury on 

July l , l!l33, so as to s~ow the public the purpose for which the 

appropriations ~tera used. 

Probnbly the nearest appr oach that this Government has ever 

mado tn the system of double budget waa under President Hoover in 

1932 wi th the applkntion of the policy o! ahowing tho net e:rpen-

di b.>. rea of the Reconstruction !l'inanco Corporation over and above 

the amount of Cll!>i tal stock as •public debt• trans:>etions. Such 

e:rpenditurea were not included in t he analya1• of receipts and 

e:rpondi turea of general and apeeiel aeeounto o1 thor in the c!.nily 

Treaoury statement or in tho J.nnuel Budget. ond the defic.i t of tho 

B"ovcr ndminiatratlon was thereby undorott<t od by this amount . 

Thia method of treating the net expenditures of the Reconstruction 

Finaneo Corport<tion was chnnged by tho pr9aent ndministrntlon on Jul7 

1 , 1933, ao as t o i~lude thl'm :Uo,.; with ot her cxpcn..U turoa in 

the Budget st&t...,ent. 
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llo effort baa been llt>de here to repl7 to nll of Mr. Boonr' a 

chargea. But the facta do not aupport aey of his cr1t1c1es of 

Government accounting And rep¢rt1ng methode. On the contrary they 

roveal t hat everJ change made by the pre3ent adm1n1etration haa 

29(; 

been in tho direction of gre~ter clarity nnd ~ompletoneas in reporting 

the r eceipta Md expend1 turee of public funda. 

ooOoo 
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DEMOCRATIC NATIONAL CAMPAIGN COI\III\IIITTEE 

H OTEL 8 1L T .. OJIK 

CHoUU.U MICHCLeOH 

OJUCTOII 01' P'I.I ' 1.1CTT'¥ 

Ron. BenrT Vorgentban, 
Secretal'7 of the Treasul')'. 

Dear llr. Secretary: 

NI<W YORK CITY 

Oct. ro, 1936, 

Snclo .. d '1tn wU 1 note t he 11. 'bert7 I han taken with 
Yt:fllr 4el1gbtf'ul wpeech. Id don't 'lalow how teat or how alowl.T .,au t alk 10 
I t h1nlc 1t would be Juet u well if 70u t1•14 .,aureelf on the de11Tery 
ot t h1a, becauoe I think tbat ~ r eT1oe 1• a little bit longer than yrnr 
arr ant;emen t . 

t oure a1ucerel.7, 
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Oct . 19, 19:36 

•ro Secr etary !.lorgenthau 

From Mr . Fussell 

Subject: Friuay night dinner 

~r . ~ichelson says that the Fr iday night 
dinner and the Secretary ' s participation in it 
have already been announced . 

He ssys, however , Lhat he is sending out 
toaay a new release, for morning newspapers which 
states that the dinner is one of c series of 
business men ' s dinners to be held simultaneously 
in various cit i es ; that the demands for attendance 
at the New York dinner bt the Waldorf-As teria have 
been so heavy that the limtt on attendance has 
been taken off ; that the meeting is under the aus­
pices of the Good Neighbor League; that Joseph P. 
Kennedy is to preside . 

Ur . ~ichelson s sys the underst•ndi ng is that 
the Secretary is to have about 20 minutes . The 
President is to send about b 7 word greeting by 
telephone . 

/s/ F 

(The fs ct that the President will not be present 
in person apparently is being concealed i n the 
releases) 
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October 7, l9SE. 

Lot us retreeh our Del:IOrin aa to tho a tate or tho llo.tlon 

'llhen President Roosevelt took 1 t over on l!o.roh 4, 190>5, £113la.nd 

,.,..nt ott gold in Septombor, 1931. From then on the depreaoion 

in thia country become worse IUII1 "M>rae. In l il.>Z l.!r. Hoover pa a sed 

a tax bill which increased everybody'• personal inc<D> tax during 

tho depth of the depreaaion. Thl.a tell on everybody 11hoao inc"""' 

wna lou than $800, 000. 

It is interoeting to note tht.t troo 1924 through to 19SZ 

there waa a sucooaai on of incaoo tax lt•n• At nc ti=e did f1Z111 ot 

thou lnws incroaso the pe raoiUI.l. income tax of " man 1lho he.d &n 

incooo or av .. r $800,000. llo wonder they c&ll l.!r. lo!ollon tho s roo.t­

est Secretary of the Treasury ainoe Alaxandor lla:o1lton. 

I t haa been etatod botoro that tho President took ovor a 

bankrupt nation in !.larch, 19:S3. Lot us again refresh our momorieo 

"39 

o.a to what bao hnppened during tho paat throe yoare . During thh 

period, when everybody connoctod with Ur. Rooanolt' a a&linletration 

has been worldng day and ni~Y>t to put tlds country back on ita teet, 

tbero hu boon at all ti:oa two mothoda to tinance recovery. Ono 

mothod ,.,deb l.!r. Roosevelt could have uaed at fiZ1/I ti..., wa• the 

pr inting press ... thod . Jia l'ad at hl.a finge r tipa throe billion 

dollar• or Th"""'a currency. Be had $2, 800,000, 000 or gol d profit and 

anothn tsoo,ooo,ooo ot .. ipiorao;e on cilnr - 11: he ahDuld law ,.ed 

tM w z1mr ot t hl uipliorao;e avail able - or a total ot ~r sis 
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billion dollars , rue six billion dollars hae been staring hil:l 

il1 the re.ce day e.l'ter d ay ror the put thr<le yee.ra . But he did 

not chooae to uso thia l:l8thod , because he l:aa seen this =-thod 

uood ti:De e.nd e.g&i.n both e.broe.d aJld hore e.tter the Chil lfe.r. 

So be hu chosen t.lld roll"""d the aound , conG&....,..ti ve ..., thod or 

tinanc1ng reccrTery e.nd the.t has been to borrow e.t a oonete.ntly 

deoroaeint; intoreet rate aJld to ro.iae the moeseary twno throuGh 

taxes . 

The tunde.montal dittoronce ot J.lr , Roosevelt' a Mthod to 

gAin r ecovery e.nd J.lr, Hoover'• has boon that !.lr. Rooenelt baa 

been willing to mako e.n invos12:>ent in Alaorioa When no buainesman 

had tho contidenoe or coure.ge to me.la> a ouule.r invost:lent 1n 

either America or hie """ bueinoss , He lwu bad tho ooura;;e to 

r&iae t&xoa on t ho principle or ability to po,y. Be lwu hod the 

courage to n.ise te.xoa rr01:1 tho ooro woll to do rather thAn rr01:1 

tho n e.n with modere.to inoane. Ax>4 ,..., rinally reached tho orou ­

roade 0 r rooovory rroc a tinanoial standpoint wholl on January 5 . 

19~6 , tho Proeident sent hie Budget lloaease to Cont;roaa, in wh1 ch 

he o&ida "I t the Conareoa enacts logialation at the oo::oint; souion 

wbioh will icpoae additione.l chargoa upon the Treuury ror which 

prorleion 1a n ot e.lready ID&de in thia Budget, I atron&ly urge ~t 

additionAl te.xea be prorlded to cover auch oh&rgea. " "It 1a per­

tinent to rep•t here a atatocont appearing in the S~~~~r.>&tion ot 

the 1936 Bu<S&et• •EatiiD&tea or receipt• oontecple.te oont1AUed 
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collection of proceoain& taxea , If tho a ttack which bas been :lade 

upon this act itJ eueta.l.lled wo will have to faoe tho probl..,. of 

financing existing contracts for honefi t pay:>Onta out of acno rom 

of '""' taxos. • • "Tho atate of national recoftry is euoh that re­

ooipte froo Fevailin4 tax aourooe on the baaia of present ratoa 

appear adequate for fino..u.oing tho ordinary opero.tiona of tho Govern­

oent 1n 19!17, inoludin& oerrlce on the public debt; end no new or 

additional to.xea o.ro proposed. • 

Hardly hl\d the ink been driod on tho Preaidont ' a Bud&ot 

lleauge when the Supreme Court declered the Agricultural Adjuatcent 

Act lmConatitutional end •• loot roll6hly $500, 000,000 'trOrth of rnenue , 

And th1 G was im::tediatoly followed by Congrou voting to pay in advanc<> 

the aoldiors' bonus of 01, 700 ,000 ,000 ( 7) . 

At thia rarticulo.r til:lo the President had two couraea Which 

he could folloTls Ilo could !aft foll.,..od tho inflationary cour ao 

and IIIAde up his lou of revenue through ei thor borrowing or thr<lUgh 

apolldin& 'l'h<naa currency, or tho Stabilization Fund, or hia profit 

o~ ae1(;111o~o , But be did not do thia , He ho4 t!l& oour&&•• tho 

olart\oter end norvo on the en of election to do what ovory politician 

adrlaed hil:t not to do, JWOOly, to reoocnend to Congreaa that they 

raiao a dditional revonueo to cake up the lou of r~~Tenue clue to the 

aot or the Supnmo Court and the aot of Cong;roaa 1n ...,tin& the 

soldier& • bonus, \Then tho Prcaident made that momentous cleciaion 

he decided onoe and for all that reooftry aho:>lcl be paid for by 

thoM wbo ha..- the ability to pay rather than uain& the printing 
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preaa WJ.&t1onary method of pa.yin& tor recovery. And ainoo bia 

tax reaaas• to Congreea , 'IIIlich was Cll1 ll&roh :s, l9i)6 , no clou 

thinldnG• roaaoneblo person n.eod TtOrry or t ear int'lation in this 

country just oo long u Rooocvolt 1a o.t tho head or this Ciovornrnent. 

HAvinj!; decided thnt ,., will pe.y tor recovery 1'rom taxes , 

let u a a r;&in look into the ruture and aoo 'llhon will we begin to 

bal&neO our budget, reduce our ta::oa &Dl begin to retire the public 

debt. 
It' r ecovery conti.uwla at the ,.,.., pe.ce that it bas !'or tho 

1 J~ 

l.&at three yee.rs , with the proaont tax ctructure, wh!. ch i& the atro,;• 

eat,.. haw ever had in tho history of tide country, t he national 

inooce will continuo to incrouo 00 rut t hat wit.bin the wxt t..., o r 

three yoar• we will bogin to Pili off our dobt in such large emcunta 

that thi o f,Onerntion will rot onl y onjoy tho benefits or rocovery, 

'but also will hen the sc.tiore.ction of contributing t(JT1tl.l'd• tho 

coat or tba sox>e• 
And in closing let ... quote rrc:e. JuoticO ou, ... r Wondoll Eol:llla , 

..mo aaid• "'!'he privile;e of payilll: one' a taxes i& the price that 

-one Pili• for c.ivili£ation. • 

The big point t.b"t I '!'ll>nt to ~:~olte is that we crosGed tha 

rolld in January and I!D.roh of l 9ZG e. a to whOtbor we would ba ve un• 

controlled i nflation or whothor YIO ""'ul d po.y rcr recovery throlll>h 
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In pol1Uoal ca¥tcn• t or the Pru1411107 ot the United. 

Statu, the reoe1ph and. explllcl.1turea ot tho Oover-t are 

~J-
tnquenU;r IIDde ant\iaaua. I n tho hoo.t ot thea• oampeJ.cn•, 

1t 1a not unco..on tor political ~eakera to cr1t1c1ze the ... 

pencl.1ture procra- ot the p8rl;r i n ottice and. 1D lll4:l1T 1Datancea 

the tach are preeente4 tor political purpo••• 1D a .......ar which 

contll.aee t he public 1DA4 u to t he real dtuauon.1f0rcl.Luril.;r 

the 'fr~ c1.o01 not attempt to check the e<~CU1'6C7 ot auc:h 

atat-nta nor to take otticial mtice ot ct 1tici• cl.1rectecl. 

ner, wbeln a tor.r Preaici.Jint ot the United. State• 1D a public 

&Mreae char&" the 'freuur7 ot th1, 11n1tecl. StatH with •intelleo~ 
A f~" ~~;:?~~"''a.' 

cl.1eho.uet;r• and "pernicioua c1.ece1t1 tboee ch&r&ee u ' b~ ipre4. 

4f' 'fhe oitb..,. ll&tuJ"alJ..T iopu.h to a tor.-r Preeidlllt 1nU•te mow:&.-
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det riMntal etfeo~ on the :re~ral. oredit. 

Jo'f' -
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3. 

a..-J. fiJlaDG••• a da~ed reporl of rocaiph ud e;qumdi\uree of t.MI 

.-:r~..t 
ao .. r-t tor each fiacal ,...r,.~pu:llli.Uy:~ bual.zlau de:t 

a atahroeut abDwill& t ho coud1Uou of the pu:llUo 'l'reaturT• !rheaa ~ 
.... ,_.. ~· ·~· ........ _,_ ... ,, _, ......... ,J' 

.....,.v'tho.. ~itvt,~1 ~ 1\4-vrlw t+--,,._-t;;;=< ·~"" 
'!he 'f're&W%7 1a co~t~ atu41UI tha fora of 1\e r aporla, ud .( 

er&tioua of the Qo.,.~t tbaA o:rq preoedi.D41 A••ln1atrat10A. 

tUvJ 
PnaU•'A l!.oo'f8r aot out 1zl hie addr••• three fol'!llll&a 
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111 1ll ... traU~ ~ o,pplioaUon or \hio toraal& ho olho 

or OolWII>l& p&14 b7 \u rooidah~ &:14 ~ \hooo u-•h&n b-

f~ P.-..u""-"' 
Ule\ecl troa .. t o \alu tL.Z:III1.er Ud:a , t 1 ·=•••••••· 

h4oral 00 ....-..\ 414 "l>ut don all or tho 110 001 ope\ on ono oldl ? '11... 

an4 ••o17 .. ,., telton in on tho o~r ol4o ot tho lod&or ~ inolu41~ 
f--.L; 

truat t'wlu.l Jut oD Ma.7 1. 1930• _. looyer' • D1recrtor of the 

~Qdcet wroto ~ Soorotor7 o! \ho !r_....,., oto\~1 

....,.L .114-fu-: . 
.locUaiQI Jl>lrl , 1930, \ho <la1l7 !rOU\IJ'1 otot-' . _. oh&Qio4.'1\o 

llbblll. •• 

... , the w1eh•• ot ... Prea1Unt el Ws£ et:U:A ••=•••• 
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'Here are Pnteidct Hoonr1a owu wor4a on \hla _..lbJeo\ 

• • ooul&1nl4 111 hio 1932 llwlc•l * oooco lo tho OOJ>Qeooo 

' 1n p repar1J>c the d. olo1lo4 ol&t.,.nto ot 
roooipto anti -ont11 \uno oonloinoti 111 thio ~el, 
1 hon oocrocated. truat twl4l tro• p111r&l twl4l 
an4 opocial t'untio. !h1a hoo 'boon do .. tor l'be r-
~ trual twl4l 4o '"" 'bolo"' to tho Jlo40rll llowr-1, 
w l l o t'be 'benotieiarieo of tho II'WII; and. 111 ,_1.,. 
1"C tho t~ial eol041 Uoa ot tho llonr-1, I rut twl4l 
obov.l4 thorotoro be ~~m1u4M. • 
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for 1919, he calh4 the attention of the Ooncreu to the !fr•wq .. 

obJection to thle method. of &!'Proprat1Dc tu.D4a . Be ea.14 in p.r\1 

"117 web approprat1one the re..,.nuea of the 
Ooverlllllll1t ..tfecte4 ""'er beeo• wwon41 U cmaU7 
a•a1lable to meet ~oral a;>en41tnrea , but are 
a"'J)roprah4 -to•Ucall7 for .peo1al P\Ul)Oree 
wiihau\ ... turther control b7 the OoJlCl'e .. and. 
wi thout aJ>¥ I ..,,. new oonr14eraUon of the 
.. rit.e of the a441t1onal upc41tnre, 'file" 
eppropraUone b7 their nr7 natnre tend. 
to prodUCe upen41turer , whieh, if eonr1dere4 
an .. , ~t mt be authoriu4 b7 the ooncre" 

and. I believe that their 41rcontinuance, to the 
ut1110rt limit poralble, 11 an u rent1al eon41tion 
of ezq proga.a for r1c'1& eoollOIIQ' in Qover.-t 

upen41tnre. • .,;{qtU.., ~ p.o 
!he !freaeur7t• obJeottona,.. were ru\ate4 in Secretar7 Bou.o 

ton' • report ooyer1nc t he fircal year 1920, 
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ot the •icultuzal llu'ketiJic 4c\ ot Jwae u;, 1929, ~·• "PP~ 

pri&hcl $1500 ,000,000 u a r 8Y011'1l:lc tlm4 ./;!:. u..;. 4 t he J'edual 

hra Boar«. !he r~ta rec:elncl up t o h bl'UA%7 zs , 1933, ot .,re 

1-
~ tsoo,ooo,ooo OA &eOO\Uit ot 1oa a ~ hoa thle n .. obiJic t1m4 

• - cr ecUted b&elt t o t he t1m4 &D4 ihereb7 operateol to ~ ~IU.-

turea i D ihe f lecal )'Mra 19:!0-33, rt Will b e aeeD t bat "ww4er the 

a aila11ar li&IIDU', J'or 1Det anca, the operaUona ot the &.conatl'llCUOD 

J'lDaDce Corporation clllr1Dc Mr. lloonrla adalDletraUon CC•"illl~***''-11 ...... 

otl .. l,j!-alll~~tl';,..,.i.Wr"IWMUIIlD ... ~
_,, .................. .-4WsiMI.-S .. i11Cl'W.-!li .. retleo'e4 a D8t 1111 d' ture 

....... ..4A~ .t.A X.. h-... 
,_, t>••• le 11 s]·at '· tWt q l'tuu • oredl' 

'I ~ .._ ~ L ~._~...,~-f-.JMJ.w.. 

.w-~ 

ot $;68,ooo,ooo11t or ~'• ca loue prenoul7 ~ 
..... 

... Jlatef ltf It' y a FAa IIIlo 'I III bnf )a·, tel ' 

i t ' b• JF' U W 

c 

41-.k:c hSa a taL u•l\at tw 
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... ot t11tn.ooo.ooo. 
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~ 

~~ ~~~ ~ ~ 
~~ 

)\ 0-<-~,~ .........t ""u... ,_.._t-
1).~---/.-'-'~ ~. ~~ ~ ~ 
c... ~~t.A. ~~ ~ - ~Ci 
v...,. . ~t.- lr ~ li"(A l 1 ~ 
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!'?J!If!ti iH 'J.nd thia h a moh more potut torcula 

tor Jue&liJic eooreboarda. In thl ~· ot the old-tillwl 

arithmetic the l'relidiut aD4 the Dl.reotor ot the llu4&et 
yearly !OUC)lt each ot the Jederal bu.reaua o•er ncq u .. oL 

Q;pn41turu. OoDQ"••• tOUC)lt at the itoq &114 t1Aa117 
1111>48 & detailed appropriAtion tor each ot them, ciDwD to the aal-

nrr ot f!Yery clerk. • 

In 41acu811Jic tor aula 3 , 4ht1nct1on 111at be ,.... 

beiween the broad poHcy approved b;y the Oo~~&re .. with retpoot 

to the manner in which the recovery tuD4a wou14 be Clade a•aila~• 

tor QPID41 ture, and the method ot ac~;ountin& o.n4 reportin& a4Dpte4 

~ \t_ r;: .._. I ..-.,.,. .. 77 · "J: 
._1D collll80t10n wl.th web u;penditurea. 

AI to the former, the Oon&:rooa authorized ~joe l'reoident ~~<-

el ka pat b) 

a t •· p=t 'M" r .. , ·w=r•' at or t .. 
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pr;' •taau fez ratw e s 9- 1 • 

In fet.irna .. 

10. 

314 
~ 

have bee 

i\•'"""'al. _,.,andituru of tho OoveriiiiMI1t 

01> ltW oUier liii!a,~reuurr b&e follow64 the 

»MOVft"f' ", .. a e IIA• been followed 111 co11118cUon with the baii411Dc 

of th e emn•l appropriation• of the Tar1oua de.pariMnta and eetal>liolloo 

~ 
__.. fro a the lwrp-I!UIII apJ)rOI"' 1.at1one mde to the Pree1dent tor reconry 

~ 

alld relief be aooountecl tor aeparatel¥ from the tw>de granted b7 tha 

C~e .. to the 4.ep&r'tlll011t8 111 the &llll1llll apPropr iation .. ota. l t 1• 
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u. 

IIZI!b (publ1ahe4 u of the 15th of t.~e 1DOnt.h) report. the ...,. info~ 

tion with reepoct t o expenditure• fro• reconry an~ relief tundo ao 1t 

dooo wi tb reopect to t.he upenditureo from OlUiwU appropriation•• ord~ 

aril7 rotorre4 to u general o:q>enditur... Jo~l , ~he afd1t1 

0.. 

of tho e:q>en41tureo for a give ~t=ent 

f foa ~neral appropriations 

atr1otlT co~r-

tion, tor 

:rroa the atat.,....t .,..w 'bJ ~r. lbover, one wO'Illd be leA to 
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the uae ot: aaall. print. rua 1a not t rue. !'he fact h that the 4 .. 

t&Ued. e:~pen41iurea t:roa r eoovery flmd.a &re prinhd. i n the Bu4cot etat .. 

ante in italic" "-41ahl;v t'ollowi.Dc the related tt• pe.)'able troa 

recular (f) 
...... , tlmd.e o ..,r CA~:pl• • on pace ~7 of the 1937 Budcet in the 

.. tiaat e4 e:q,e41turu tor the ye&r 193'1 0 there appeare an item ot' 

$1 ,000 ,000 in loaD t1P• UDder the caption •aua ProJoot .lrhona• 

ifM~~~u....:.. 

and. i-•latel,y follow1JI& thh item 1e another it• in ltalic e 'Wider 

~ ~'lt.~OM.i 

the 04q)tion •an a ProJect .lrbona..ztoorceney bpcdituree (ZIIIIIrc<mo;v 

lielW .Lot ot' 1936) $1 1 400 1000. • Thia ~:~etbcd ot' preeentation conve;ve 

to the public the intonation tbat the eetil:ated e:q,end.1turee on account 

ot' the ana lieclaation ProJect in 193'1 1a $2,400,000, of which 

$11000.000 -• pol*b1• fro a an • mu•l epproJ&"la tion 6114 $1 ,4001000 

. J a a att ' '4 u ae&tit1 j86Doa••ta cow Of pece JJ:if of W IYJJ " 

Regraded Unclassified 



BnApt rr,£bdiJ& Clai it&i. 

in the 1110at convenient form detailed info~t1on concern.lll& the e~.U. 

ture of tunda under tha racoveey and r elief approp- iationa in the aDIUal 

bu4&et , but ~he 'treaiiU17 has ...U tuoh intoraation alae available 1D 

..a., a..£,..., • z;.c::;, el-<C O"'rf:.•r 
var1ouat{eporh. I n the anm,al at.at-t of receipts and apenditurea 

ouln:d tte4 to the Coll(;reaa pU..,...t t o Sec. 15 ot the Act of Jul7 31, 1894, 

the 'froaiiU17 haa reported detailed l.nforcat1on coDCernin& apendituree 

under both azmual and recovery appropriation~ in the ...,.. mannor aa baa 

been eaplo:ted over a lon& period of yeara. Jurtb.ermore , the '!rea.ur:t 

baa IliAd• ava1~le a• of Juna 30, 1936 • a 5o? .-paal r eport showinc 

the all.o\Mnts and upenditurea ...U UDde1' the .,..r&GC1 B.el1af Appro-

»£ T 
pr1&t1on .t.ot of 1935. '!hia atate....,t shDWI not olll7 the or~t1on• 

to cioh the allotmllnh were ...u, but the t)'PI of wozk tor whJ.e)\ the 

So ~ wi~eot. to the ac l.nc 

a;~.,ditur .. tr~ov.rt and relief 

report~ a ,,, 
ltnr. with 

tor the 

117 
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'*"• Koonr • 1ll apMkiDc of hia ro-·'- 1 1 •~ o. • atatea tbat 

don1t put thea in befor e ,ou &DIO'Ill1ee the t otal. • _;;;;t;, ' i (1. c ~ ...._, 
~~ s r , m - ~ I I 

!here baa bHD liWih looae talk about the uu of a laubla 'bu4&e\ 
1\ 

The 'l'rea.u~T ela .. uiea ih &li;)CdUur .. into two dirlaiona. 11All1817 e 

•gonoral" and • racovU7 and relief. • :l:l;pcditura• under the firat-

11&1»4 d1Tia1on HpJeeallt tho .. troa appropriAtion• :a4a apec1f1oall¥ 

GaJJarallTe upc41turea under the aeooncl d1Yia1oa are thoa• froaapp.-

pr1at1ona -.de for e,.rcenOT purpoeea. Thea• olAu if1oatioaa do not 

Regraded Unclassified 
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u. ~ 

in \he W1o1\ and were coneequa\17 lefi out of the bwleet. rue M\ho! 

ot tr•tU& the n-' apeadst~• ot the teoonatructiOD fl:DaDO• CoJ!'o 

poraticm wae cb&ZICe4 on Jul7 l , 1933, b7 1Dclv.41Dc \Ua alOD& w1\h other 

e:q~en!iture• in the Bad&•' atat-n\. 
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( 
In polltical C&JIP8i&nS for the PrecidClDCO of the United States, 

the receipts and expenditures or the Oovorruoent are frequentlJ' ude 

an i.Jnportant issue. In the heat or these campaigns, it is not 

uncom~~on for poll tical spealcera to criticize the expenditure prograaa 

of the part)' in office and 1c ~ icatenccs tho facts are presented 

for poll tical purpuees 1c a ll8llner which contuses the public lll1nd 

as to the real situation. .._, ( 

Otc1:1:mal:l:)' tho Treasury \does n~ttempt to cbcelc ~curacy 
..,_,._.,_, t,;;;;"-<-

•' ~ 
of such eta te~~~&nta nor to te.ke officio.l. notice of" criticism directed 

a t ita methods of boold<eepine and fitUII1Cial reporting. '-.§owever, •hen) 

a forcer Pr eaident of the United States in a public eddress charges 

the Treaeury of the Uaiteci'Stataa rlth • intellectual dishonesty~ and 

•pernicious deceit" the public interest dOJIA,Ilde that those charges 

be not ;l&nored. 

Tho citizens naturallf i mpute to a roreer President intiNte 

knowledge of the fitUII1Cinl operatione of the Government, end -.ban 

Kr. aooorer attacks the 1ntAcl"it;r of the public accounts. his atat.Mnta, 

, 
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if permitted to go uncballe!!ied, vould unquestiolllll>ly impair the 

confidence of the public in its financial offici-'• -"th ~., ·~ consequent 

detr!Jientel effect. on the Federal credit. 

llbat are tbe fact.&t 

The facts ore that tho TrccSlJl'Y nccounts e.ro kept strictly in 

accordo.nce with law, and are not based upon 111\Y partiso.n poll tical 

considerations. The Treasury subod ts to tbe Congress in accordc.nce 

IIi tb the law an annual report on tbc state of the finances, o.nd a 

detailed r eport of receipts and expend.ituros of tho ~ovornment for 

each fiscal year . Furthermore, it publiohee for every bus.incsa 

day a stat8JIII!nt ohowiDC the condition of the public rreas\ll')'· l'bote 

reports IU'e from tilla to time suppleJ:>ented b)' •paci Al reports. 

The Treasury .is constantly studying the form of ita r epor ts, with e 

vie" to ll8ldng thea 110re infol'll&tive to tho public, and I bal1eve it 

public 
110

re dete.iled 1nforoat1on on the t.inancial opernt.lona of the 

Government than an¥ preceding Adllinistration. 
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1 W!!!M!!T,6 10, I 1 fbe loo .... eU J.Aiallllatratioa 11114 ule -• becU­
tlll -.oaiea '117 Jut a.iUiDC certw it•• troa 1h np1ar a:­
pe4Uvea 'before U oo•a to ihe toiala -uclA \ o till people. 
! lloeT IIIJPiaZ' Clllll¥ ill aa appelllliL • 

la 1llv.etraU-c ~e appllcaUoa of t!Ua f oftl>la he c1\ea •u.. 

Gne~t 414 lpu.t 4o• all of t:U aoM7 qnt o• oae a:lu of U.. 

~24 
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'Ia P'~ U. uta1le4 « •t-h of r-lpb 111114 

e:.:pea41mne ooata1Jle4 1Jl thie Jladcet, I l:lan .. creptal 

tl'ut f'lm4e fl'o• pMral tuDAe 111114 8}IH1a1 tuDAe, flUe 11ae 

"• be fOI' the I'-D t.bd ti"Dat tlulde to aot Mlo~~& to 

tlae J'~ Go•ar t, llv.t to t ile 'beDIIf1aial'1 .. ot tile 

tru.t 1 u4, 1D .. •hiJlc the tl-ial oo..UUaa at ~e 

Go•ar• at , tzowot ~. eba'Al4 t hwatore lie &Dl114e4.' 
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II' - id ae .rl7- 1,1,. I11 SoaretaJ7 Glaao1 -=a1 report tor 1919 , 

M aa11 eol t u attaUo11 ot tha Colll"'u• to \ho tr~'• ol>~ouoa 

to UUo aotbo4 ot appropriatiDc flul4o, B:o ooi4 1a ll&rl1 

._ cc!l~~PS>ro)ll'iatlou tM rnnuo ot tho Go-t 
attoato4 an• 11- UAooii41Uoaall7 .-iloblo to aM\ c­
oral upeD41tvoo, nt are 4JIIOpriato4 au'-Uooll7 tor 
8)1e01al parpoeoe wUbout turth .. ooDtro1 'b7 tllo Concrou &114 
wUIIout aJJ:T 11n oou14oraUoll ot tho ••it• ot tbo e441Uo-.1 
upell41t11H. thaeo appropri&Uou 1v tllotr "1"7 110turo t""' 

to pro4uoe Oli;JIMUtui'H, Cioh, 1t oou14•o4 - · aicjlt Mt 
be ctbl)l"be4 'b7 tM 0oliC1"00o u4 I bol1oft tllat tllalr 41_.,. 

t~oe. to tha uboet l1a1t poeoiblo, h all ••-Ual -
4U1oll ot 1U17 procr- tor rtc14 0011110117 1ll Go•-• or-
pe 1141 t 111'0 • • 

326 

Regraded Unclassified 



327 

~]~ 

or the A&rioul tura1 llarltetin& Act ot ohm• 15, 1929, Coagr .. a approprla~ 

t 5QO, OOO, OOO aa a reTo1Tiu& twul tor uoe of the Federal Faza Board. Die 

repayaenh reoehed up to February 28, 19.H , of llc re than t650,000,000 .., 

account of 1oano llade frca thh reT01 'fin& fllnd wen oredi ted back t o the 

t'Wld and t hereby operated to of'faet expenditure• 1.n the tiacal yeara 193o-

33• It will be uen that "Wlder the old ocwMndaenta• repayaenta to re-

quently a ppr opriated by the Con&r••• • 

the operation• of all re,.ol 'fin& tlllldo hevo been handled in a 

aiai lar manner. For lnatanoe, the operation• of the Reconatruotion F1.nanoe 

Corporation durin& Kr. Roo'Y8r 'a ada1niatration retleotad a net expenditure 

of t1, 572, 000, 000
1 

yet 1.n arrl'Yin& at thh ti&ll'"• a credit o.t t 36B,OOO,OOO 

- • taken tor rep&J~~enta on loane pre'fioualy .. de, •• an otraet to voeo ex-

pend.i tur• a. 

Bad Mr. Hooftr followed the principle under1yin.r; hh ao-oalled 

" old <-"daenh", he would not he ... taken credit tor the repayaaot• of 

t }68, 000,000 an4 would ban repo~ the vooo expenditure• or $1,9f,0,000, 000 

inat Md ot a net of tl.572, 000,000• 
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~ 

Thuo, in oritioi&ing the method or o.ooountins tor reYolY~ tuado 

u1ed by the prooont a4aiaiotrotion Xr . BooYor io condemning • preotico wbiob 

w&a iD offoot UDder "the old oo.m&Ddmento" prior to bio adminiotrat1on and 

wae continued by him. 

ODe important change in the direotion ot a more complete report-

ing or theoe f'lmdo baa t een JM.de by thia adainhtro.tinn. 

The Daily Stat .. ent ot the Trea.ury hao for 1ome time llp&r&tely 

retleoted the gro11 expenditure• of ored1t agenoieo ot the Ga.er..-ot 

operating on reYohing f'lmdo, ao well u tho "'p~enta reoohed on o.ooount 

of loane made trQII ouoh f'lmda. 
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FO!Uoi!JLI< !10. 3: "And this ia a wc:h 110re potent fora.tla 
for juggling scoreboards. In the days or the old-tiae 
ari thaet.ic tho President and the Dir ector or the Budj;et 
yearly fought csch of the Federal bureaus over every 1 tem of 
expenditures. Congress fought at the i tems and r1nally 
made a detailed appropriation for each or thom, down to the 
salary or every clerk." 

In discussing formula !lo. J , distinot.ion must be made between 

the broad policy approved by tho Collllreaa with respect to the 

unner 1n which the recovery tunda would be made available for 

expenditure , and the ...,thod of accounting and reporting adopted 

by tho Treasury Department 1n connection with such axpenditures. 

As to the former, the Congress authorized President Roosevelt 

to utuiae the established departaenta and aaencies or the Govern-

ment 1n aee t.i.n& the une~~ploy.ent problea. 
'Ibe pr~ object 

no to put people to ..ork and projects were no t rejected siaply 1>4>-

cause they ware or a type that bad been carried on b; established 

Federal agencies. 

In aocounting and reporting with raspoct to recovery expenditures 

the T,..aBUr7 bas followed the - detailed ayat .. of accounting and 

reportinc u baa been followed 1n co~~nect.ioo with the b..,dllng of 

Regraded Unclassified 
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the annual appropriations of Ule various departllents and eatabllsb-

ants . 

The Tree.sury considers it fundamental that expenditures fro• 

the l\lllp-BWD appropri ations made available to the President for 

r ecovery and relief be accounted for ecpc.rately from the funds granted 

by the Congress to the deparUients in the annual appropriAtion acta. 

I t ill to be noted , bovever, in this connection, that the Treasury 

Dcpc.rtaent in ita annual. reporta a.nd once each aonth in the daily 

Treasury statement (published as of the 15th of the month) repor+.s the 

sa.e information with respect to expenditures fro• recovery and 

relief f'unds aa it does with respect to the expenditures fro• annuc.l 

appropriaU.ons , ordin&rilY referred to aa &eneru expenditureS· 

Fro• the eta t,e~~ent made by llr. Hoover, one would be led to 

believe that expenditures troa the recovery tunde are conceued 

tbrou&b the uae of saUl print. '!'hie ia not trUe• Tbe fact ia 

that the detailed expenditures rroa recovery funda ar'J printed in the 

5ucSset ata~ta in italiCS ~ediatalY followinl: the related 1W. 

~ble troa ....,UU tund•· For example, oa p&&• A-47 of the 19>7 

Regraded Unclassified 
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&ud&et in the eatiAated expenditures for the year 19'P, there appeara 

an item of t1, 000,000 in Rou.n type lllbt under the caption "Gila 

Project Arizona• and ialedlate1y following this ite• is another 

itea in the same size ~e but in italics ..a for the purpose of 

fund identification under the caption •cu.a Project Arizona-

!aergency Expend! tures (l!loergency Relief Act of 1935) i1, 40Q,"OOO. • 

This Mthod of presentation conveys to the public the inforaation 

thct the est!Jiated expenditures on account. or the Gila Reclaz.ation 

Project in 19.37 ia $2, 400,000, of wbich t\1,000, 000 was payable tro• 

an annual appropriation and tl,400, 000 fro• tbe appropriation provided 

in the Ellergency Relief Appropriation Ac t of 1935· I aak Jlr. Hoover 

i f be lcnowe any clearer, silopler or .ore etri&bt forward n:y of 

preaent.ing figuree? 
It secas to ae that if there has been any 

intalleotue.l. dishonesty it certeinl:Y cannot be attributed to tbia 

Adlliuist.ra tion. 
Not only ~ Preaidant Roosevelt aode available 

1n the 1101t convenient fon detAiled intonation concerning tba 

expeod!ture of f'unde under t.b• recover)' and ~iel appropriations in 

the egnnal budcet, ~~ the Treuury bU •de euch info..-Uon abo 

13 ... 

--?$:--
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avaUable in varioua edwinhtraUve account.i.ne report&. In the 

annual etAtaaent of receipts and expenditures subadtted to the 

Congreee ~.mrsuant to Sec. 15 of the Act of July 31, 1894, the 

'treasury has reported detailed Wormn Uon conc-~rning expendi turea 

under both annual and recovery appropriations in the saae manner &e 

baa been eaployed over a long period of years. 
Furthermore, the 

Treasury bae 11111de available aa of Juno 30, 1936, a 509 pege report 

abowing the a.Uotaents and expend1 tures lllllde under the Emergency 

Relie.f Approprillt.ion Act of 1935· 
Tbie stAtement abows not only 

the organizations to \drl.cb the ellol.llent e were ma.de, but the type 

of work tor wbicb the ellot.enta and the States in 1'1hicb the 

expeod.i tures were ll&de. 

Regraded Unclassified 
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Mr. Hoowr, 1D apee.king ot hta Yonoula lo. 1 , atat.a tb.t -

ot the e&aleat -tbocla Of r..SuoiDg GoYer .. ent expendit\lrea ia •Juat cl""'t 

put thea iD before you announce the total." 

There baa been at~ch looae tt.llc about the llae or a clouble bu4cet 

and double boolclceeping. There 1a no auoh •..h1ng iD tbe tJDited Statea a0 .,..,. 

aeot t.o a double budget , nor 1a there a~ ayatem ot double boolclceep1og. 

Probably no go~ernment iD the world and no bua1neao enterpriae no ao.tt.r 

what ita ahe, 1a acre aet1culoue than the United st&tu Treaaury Deper-Dt 

in keep!ng and aalctng public accounta ot the Money it reoe!Yea o.od paye out . 

In o!"der that the public ao.y be inforud o.a to the uaea -d• ot the 

tunde appropriat..s the Treaoury cluaitiea ita npenditurea into two d hhlona, 

namely, •general" and •recovery and reliet. • Kxpeocliturea UDder the tirat-

named clhialon repreaent tboae trca appn>priatlona made apeoitloo.ll:y in the 

annual appropriation acto tor noraal t'unot1on1ngo ot tho ao-.enment. O.Oerally, 

expend1turea under the aeoond clhiaion are thoae tn>• a pproprbtiono -de tor 

!beae olaeaitioationa do not indicate double boolckeeplac 

or iD ""V •••• a double bud£et . 'fbe;y were adopt-.! b:r tbe Treaaury oa ~ly 1, 

19:53 ao u w ell- the pabllo the purpoae tor '1111ioh 
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Probabl7 the nearest appl."C3<::h U..t t.bie Govermoeot hae ever ll&de to 

the systea of double budget 1<&8 under President Hoover in 19J2 w1 th the 

application of the policy of showing the nat expenditures of the 

Reconstruction Finance Corporation over and above the amount of c.apitel 

stock as •public debt• transactiono. Such oxpeoditures were not in·· 

eluded in the anal.ysis of receipts and axpendi turea of general and special 

accounts ei thor in the daily Treasury otateaaot or in the Annual Budaot, 

and the detici t of the Hoover achainistratioo was thereby understated 

by this 8JDOUDt• This method of troatil'lll the net expendi tures of \Jle 

Reconstruction F1nBJlCe Corporation was changed by the preseot adainietra-

Uon on July 1, 19JJ, so as to include thea alol'lll with other expenditures 

in the Budaet stat.Pent. 

The facto do not support eny of llr. Hoover' a critici- of Govern-

ment accounting 
1110

thodB· On the contror)' they reveal thnt every chana• 

made by the present acha1n1stration h4s been in the direction of greater 

clari t:r and candor in reportilll! the roeeipta and oxpeodi turea of public 

.f'w>(le. 
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Oct ober 19 , 1936 

HU,Jr. dictated the following at about 10:30, 
Just after be returned from the ~~ite House where he 
went to d1Bouse with the P.·eeident the material he 
had compiled 1n answer to Hoover 's charge or •double 
bookkeeping •: 

"The Preeident's first reaction was to give this 
t.hing out and say that th1B 1B a preliminary answer 
to Hoover and ~hat I would give the rest or it Friday 
night. , I told him, 'You Just. could not do that.'. 
Th en Ucintyre got. the bright idea that Steve EarlY 
at hie 10:30 preeo conference should tell the beys 
that I could not give ~ answer to Hoover over the 
radio because the speech that I had prepared to glve 
that night was Just too good and that I was going to 
give 1t to the newspaper men at tour o'clock today. 
So I said, 'Wait a minute, Steve. I don't want it 
to appea.r that the White Houee has told me that I 
cannot go on the air. Please say that you prefer 
that I give it to the prees this af t ernoon rather 
than ae a radio speech Friday night. • Then they said 
'All right, but let's say t hat the President said that 
you should glve it to the newspaper man at your press 
conference at four o'clock'." 

335 
~IE 
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