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Ootobor 20 , 1936, 

TO: 
F!lell: 

Luther J . Reid of Doooaratic hoo.dquartor a , B111znoro Ucto l , 

llcm York , oallocl mo u p to toll o e tlult your tioe for tho Fr14Ay 

Diflbt spooah ie etrtotly liJ:ti tod to l'iftoon minutes . TbD procrCIII 

in to be ae follOII'e • Dr. Stanley Rich will i atroduoo Joo Konnody, 

'O'ho will thon introduce tho Proaideat. who will be hoard by r adio for 

ois!Jt oinutoo, Konnody will then introduce you, f or a fifteen 

minute opoooh. &nd artor that thoro will be brol\doasts frO'll S11n 

Francisco, Chicago and New Orloane ot t .hN·J ainutoo each. Tho whole 

thino; 1e gOTerned by radio ar1"1U14-nt• oo that there 11:1.11 be no 

opportulli ty to run ooror. 

I ~ your apeech, 1n tile tono ll110bich lt-. ebDom toM 

todq, 1a a trifle too lono;, 
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October 20, 1936 

l4r. White, l4r. Lochhead, llr. Haas and l4r. Taylor 
were 1n the Secretary's office today. He told them:, 
"When we announce on Uonday, at tour o'clock, that we 
added Belglum and Switzerland to our list , I w1eh to 
simultaneously announce t hat all proclamations that • 
have to do with handling of gold prior to October 13, 
1936, are cancelled ru1d from that day on the United 
States is on a managed currency basis. The beauty 
ot thie, • he said, "is that we are on a 24-hour basis 
and we go along ns we are Just as long as the sterling 
bloc behaves ltself, but if it mi sbehaves , then we 
take defensive measures. This is very, very secret. 
GraduallY this thing will sink ln. I think I am rlgbt, 
but I am going to spend tomorrow on it ~ulng and will 
let you all argue at me. 1 

• 
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October 20, 1936 

HK,Jr. asked the group at the meeting t hie morning 
what they thought or t he idea that with countries that 
do not have a s tRbilizat1on fund, tor tear t hat some 
other country might •use them•, we would l1m1t them to 
taking $10,000,000 gold out or the country 1n one day, 
1naemuoh ae we are on a 24-hour basis . 

Viner thought very well or the idea and the Secre­
tary presented 1t to Cochran when he spoke to h1m over 
the telephone. Copy or the conversation with cochran 
!oll0"1'8! 
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~ POSS IBILITY OF PR IVATE GOLD EXPORTS FROM 

~ THIS ~OUNTRY REMA I NED IN DOUBT WH EN SECRET~Y 
MORGENTH AU DECLINED TO S AY WHETHER TREASURY -

l CONSIDERS BELG I UM ON GOLD STANDARD- UNLES~ 

~"'l 
I:IELGIUM THE ONLY COUNTRY BESIDE THE UNITED 

"'l STATES WHICH HAS A FIXED GOLD PRICE IS HE~O 

~ THt TREASURY TO BE ON GOLD STANDARD PR IVATE 

GOLD EXPORTS FROM THIS COUNTRY TO A~B ITRAG E 

THE DOLLAR ARE IMPOSS IBLE ocr 20 ~~ 

TREASURY GOLD STUCKS URUp ~ 000 UOO 

DLS 

WASHN - THE TREASURY-S GOLD STOCKS SHOWEC 

THE FIRST DECREASE IN MANY ' MONTHS ON OCT 17 

WHEN IT DROPPED TO II 001 565 6 14 DLS A 

DECLINE OF 9 138 579 DLS COMPARED WITH THE 

TOT AL FOR THE PREVIOUS DAY , :5S 
-o- Ol.f " 

BY 
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WCNS24 
THE U, S, TREASURY ' S GOLD HOARD REGISTERED A DECLINE Of MORE THAN 

$9, 000, 000 TODAY, MARKING THE fi RST REDUCTION Ot THE HUG£ COLD SUPPLY 

~INC£ THE • GtNTLEMtN•s• AGREEMENT ON CURRENCY STABILIZATION 

NEGOTIA.TED WITH FRANCE AND ENGLAND. 

WCNS25 

ADD COLD 

TREASURY OFFICIALS DECLINED TO DISCUSS_IUE SMALL DENT MADE IN THE 

HUG£ GOLD SUPPLY BUT IT WAS GENERALLY BELIEVED THE $9,138, 579 REDUC­

tiON SHOWN IN THE BALANCE SHEET FOR OCT. 17 REPRESENTED GOLD EARMA RKED .- -
FOM TRANSFER TO ONE OF THE COUNTRIES WHICH HAVE BECOME P~RTIES TO THE 

STABILIZATION ACR££MENT. 

THE TR[ASURY STATEMENT FOR OCT. 16 SHO~[D A GOLD SUPPLY OF 611,-

010,7~1192 ,65 , WHILE THE OCT , 17 STATEMENT TOTALED THE GOLD SUPPLY 

AT 611, 001,565,613.75, 

TK£ STAIILIZATJON AGREEMtMT AND THE SUBSEQUENT REGULATIONS FOR 

CARRYING IT INTO EFFECT PROVIDED FOR A REGULATED FLOW OF COLD IETVEEN 

OR AMONG THE COUNTRIES WHO ARE PARTIES TO THE AGREEMENT AND WHO HAVE 

ESTABLISHED STABILIZATION FUNDS OF THEIR OWN, 

10/2o--R 1022A Regraded Unclassified 



\J_ :Jf.S BRITISH GOLD MOVEMENT OCT
911 

LONDON- LONDON GAZETTE REPORTS TH~f~ 

DURING FOUR DAYS ENOEO OCT 19 UNITED KINGDOM 

IMPORTS OF GOLD TOTALED 870 743 PDS OF WHICH 

17 1 452 POS CAME FROM BRITISH WEST AFRICA 34 2 

276 PDS FROM BRITISH INDIA AND 133 186 POS FROM 

SWITZERLAND - EXPORTS TOTALED 671 014 POS 

OF WHICH 3B6 025 POS WENT TO SW ITZERLAND AND 

2B3 426 POS TO AMERICA 

SILVER IMPORTS WER E VALUED AT I 13 751 POS 

OF WHICH 73 329 PO$ CAME FROM JAPAN - EXPORTS 

WER E VALUED AT 169 B09 POS OF WH I CH 150 9 5 0 

POS WENT TO AMERICA 

-0-
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a.M. 
Cochra n: 

f!!.! jr: 

C: 

H'J jr: 

C: 

11'.1 Jr: 

C: 

!Cl jr: 

C: 

I!Li jr: 

C: 

H!.! Jr: 

C: 

ffiljr: 

C: 

Hl.! jr: 

C: 

ID.t jr: 

C: 

IDI Jr : 

C: 

IDlJr: 

Hello, Mr . Morgenthau . 

Hello, Cochran. 

I got b&ck this morning . 

Yes 

October 20, 1936 . 
ll: JO J. . ll . 

I had a good trip . I was three hours late because of 
a wreck on the line . 

Is that what they ' re trying to do to you? 

Yes, yes - (laughs) - they got the other train, not me . 

Oh, I see . 

So I had r a ther good l uck, and I ' ve sent a cablegram 
on this through a t eleven o ' clock -

Yes -

- setting fo>th the details . 

I see . 

I followed the same practice there as in Brussels . 

Yes . 

Went to our ~inister first . 

Uhluh. 

Then I went to the Central Bank, found the Governor and 
his few assistants -

Yes 
- anu ~e talked over the, t he - a plan of a declarati on, -

Yes 
- t hey t hought, along the lines of the Belgian budget. 

Yes 
That i s , explkining the Swiss deYalJBti on, showing what 
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WJ Jr: 

C: 

Hlljr: 

C: 

Hloljr : 

C: 

Hl.l jr : 

C: 

Hld jr : 

C: 

l:f!l jr: 

C: 

Hlljr : 

C: 

HM jr: 

C: 

l:f!l jr : 

C: 

HIAJr: 

C: 

- 2-

resources they had -

Yes 

- as a stabilization fund, -

Yes 

- if tney haven' t anything called a stabilization fund . 

Yes 

Then we talked over the responsibility for the manage­
ment -

Yes 

- of resources -

Yes 

- and I wanted them to show the willingness of the 
Swiss t o grant reciproci ty to us. 

Yes 

And the Bank raised those same technical points -

Yes 

- r aised in the cablegram to George Harrison. 

Yes 

9 

I told t hem, I said, "I - I cant talk on those . 
IVe must first determine a general quest ion of reciprocity, -

Yes 

n - t hose can be ~orked out later." So we went straight 
ahead then on the 

Then we went over to see Beyer - is th.e head of the 
~inistry of Finance and Customs . 

Yes 

Be is at the same t i me the President of the Federal 
Council . 
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HKJr : 

C: 

H:.tJr : 

C: 

Hll jr : 

C: 

Hlol jr : 

C: 

l:iM Jr : 

C: 

RUJr: 

C: 

!Uijr: 

C: 

Hid Jr : 

C: 

m.ljr: 

C: 

lnl jr : 

10 
-J-

Yes 
So they - they' l l feAl - they elect one or the members 
here to serve as President . 

Yes 
And he was entirely sympathetic, and thankful that our , 
our and accept their cooperation, and so 
on, and said to go ahead and draw up the declaration, -

Yes 
- but that he could not sign it until he consulted his 
colleagues on tbe Federal Council . 

Yes 
Taere are siX colleagues and no one of them signed, 
for the Government was out 

That ' s al l right . 

So thea we went back to the Bank and they dictated tho 
statement and they typed it out while we were at lunch 
together. 

Yes 
Then i n the afternoon we revised it and I translated it 
into English . 

Who paid for the lunch? 

- and I -

Who paid for the lunch? 

Who paid for the lunch? 

- devaluation of those funds and resources a~ailable 
as a fund, so that the Bank is the only one that 
controls this . And furthermore, they were willing 
to give me their sale and purchase price for gold. 

Uh hub. 
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dlljr: 

C: 

!DI jr: 

C: 

.:IIi Jr : 

C: 

IDI jr : 

C: 

!Dljr : 

~. ..... 

IDIJr : 

C: 

!Dijr : 

C: 

lnljr : 

C: 

IDI jr: 

C: 

IDijr: 

C: 

ID!jr : 

C: 

IDI jr: 

C: 

-4-

What I asked was who pai d for the lunch? 

(Laughs) Tbe Swiss . 

Good . 

Very good luncheon. 

Good . All right • 

And, so tnen, I - I didn ' t tnink they would quote me definite prices for gold . 

Yes 

They c ould, until furthe r notice . 

Yes 

So we have something defi nite t o go on • 

But they did? 

Yes, they did . 

Now, they have no stabilization fund, have they? 

They have nothing that ' s labelled as st&bi l i zati on 
fund -

Yes 

- but they have the pr ofit from devaluation -

Yes 

- still held in the bank -

Yes 

- in a special account .­

Yes 

I t amounts to 538 billion francs . 

Uh h uh. 

And, while it's not called an equali zati on fund , it 11 

ll 

a special account, and when the Bsnk operat es in s old, ~~ 

Regraded Unclassified 



l{ll jr: 

C: 

IDIJr: 

C: 

!lll jr: 

C: 

IDIJr: 

C: 

!!M jr : 

C: 

IDI Jr: 

C: 

~Jr : 

C: 

R!.!Jr : 

C: 

!OIJr: 

C: 

ID.IJr : 

C: 

12 
- 5-

operates for th~s special account . 

Now, that ' s all been put in the cable? 

It ' s all in the cable, yes . 

!low, I 1 ve had an i dea that I'd like you to think about -

Yes 

And that is , in vi ew of the fact that Belgium does not 
nave a stabilization fund , &nd all of these declara t i ons 
are on a 24-hour -

Yes 

Don't you think it would be perfectly fair to say that 
~e'd limit the operation for one day to ten million 
dollars? - in order that no other country mi ght use them 
or work through them, you see? 

I see . 

You see, some other country like - take - us i ng Belgi um 
for example, might put a drive on Belgium, you see? -

Yes 

- knowing that they had no stabilizat ion fund . 

Yes 

And therefore, what I•m thinking of is, l i mi t the 
oper a tion t o t en m~llion dollars, and of course i t 
would have to be bot h ways . 

Yes, yes - let me think that over . 

For one day, I mean . 

Yes 

See? 

Yes 

Don' t you t hink t hat sounds fa ir? But think i t over . 

The only t h ing - I ruean to s ay, would you limit London? -
wouldn't limit London or Pa ris to that, would you? 

Regraded Unclassified 
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No , they have stabilization funds . 

Where they have no stabiliza tion fund? 

Yes , where they have no stabilization fund. 

So then, that ' s the only country so far we•ve had 
dealings with. 

Who? 'Nhlch country? 

Bel giUIJl. 

Yes, they have no stabilization fund­

No 

13 

- and therefore I suggest t hat we l imit the opera t ions 
for one d ay to ten million dollars . 

I see . But they have the resources of the Bank which 
they -

I know . 

- so 1t 1 s really Just the same. 

I know . But t011ards our own public I thi.nk it would 
look s ound . 

(Operator): Six minutes. 

C: 

!111 jr : 

C: 

Hlil jr: 

C: 

llll jr: 

C: 

I see. 

Hello . Must be a Scotchman on this phone . 

(Laughs) Yes , yes, I see. 

Well, you think tha t over. When we get the cable, we'll 
take a look ~t it, see? 

That ' s fine. 

And it's all right to keep our French f riends advised. 
We - we'll keep t he British advised here. 

I - I haven 't seen them since I came back. I ~dn' t 
want to -
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'1/ell, I wouldn ' t try to see them today, because I 
can't get the British today , but I'll show the 
British your cable tomorrow, see? 

A~l right. 

So you can show the French wha t you've got tomorrow. 

All right, fine. 

But I -I wouldn't, in order not to give t hem too much 
head start, I wouldn' t do i t until tomorrow afternoon. 

All right. 

See? 

Yes 

Supposing you ask for an a ppointment to see the French 
Treasury tomorrow afternoon . 

All right, fine . 

And we ' 11 t ry to get hold of the British some time 
tomorrow. 

Al1 right . 

- when we have both of your cables, see? 

The statement which the Belgians - which the Swiss 
made - they ' re very anxious tha t no publicity should 
be g iven to it . 

Yes 

Because they ' ve given us some i nformation in r egard 
to their fund and so on -

lll right . 

- not up to date published . 

O.K. 

And ­

Uh-
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- just one other thing. Have you heard anything from 
the Dutch? 

No, and I don't want to - I don 't want to - I don't 
want to go out and solicit any business . 

I see. 

No, I don ' t want to solicit any business. 

No. 

Let ' s just sit tight. 

Yes, yes 

See? 

But ~here's my point the other day, is they might be 
happier if we let them know. 

Well, I'll talk that over here and I ' ll give you an 
answer on that, tomorrow . 

I can't do anything unless I hear from you? 

No . 

All right -

But, but -
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- then you' ll have this this afternoon, and then I 1ll see 
the French. 

Well, what you've done sounds ver1 good. 

All right, fine. 

And I'm very much pleased. 

And we ought to have the definite signature by - will 
be announced - they're going to telephone me as soon 
as the Federal Council approves. 

Yes, well -

So, buenos dias Thursday late . 
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But then they don ' t give t ha t out therb, do they? 

No, no, they give out nothing. 

Yes 

The only thing they want - they should like for us 
to tell theM when we are going to -

l S 

Oh yes - and I'll most likely make it a joint announce­
ment anyway , all around -

Yes 

- with the French and English. 

Yes, but I mean even though the Swi ss MaY not make the 
a nnouncement, they ' d want to know -

Oh yes 

- wnen we were going to make ours . 

Oh, this is a gentlemen ' s agreement . 

(Laughs) Yes 

All right . 

Fine . 

Fine . 

All right, sir . 

•Bye . 

Goodbye . 
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October 20, 1936 . 
2 : 25 P . !J . 

Well , they ' re going very well and very quietly. We 
haven ' t had to do a thing . The market is about 489 to an eight h -

Yes 

- and decidedly smaller volume than yesterday. 
Yes . 

There' s very little going on in it . 

What ' s happening with the francs? 

The francs are holding rather steady, about 465 to 
eleven sixteenths, but there ' s also nothing doing 
there . The ~npers said they hadn 't sold any francs 
for account of the Bank of France today at all . 

What about the guilder? 

The guilder has been jumping around a little bit. 
It built up today - it's a little stronger aga in today . 

Yes 

I should say about ten points stronger . I mean that 
it' s swinging in a Nider range . 

Oh gosh. 

And everything is quiet . 

Yes . 

So - and ~he stock market is still off -

Yes 

- and they say there is a French sale of security bi lls 
in the market today . 

Good. 

And the bond market, I'd say, wo~d be off &bout one -
maybe in one or t wo cases , two thirty-seconds . 

Ye; 
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But no activity. Everything is extremely quiet . 

How much are bonds off? 

The bonds, I 1d say, may be one or two thirty-seconds 
off. 

Well , that ' s all right. 

Oh yes, there 1 s no real action in them at all. 

(]h hub. 

But they say all aroWid the Street today 1t looks 
much quieter . 

All right, Archie . 

O.K . , Henry . 

Goodbye. 
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Hello . 

Herbert? 

Yes 

Ho~ ar e you getting along? 

Oh, all right . 

Are you - ? 

October 20, 1936. 19 
2 : 30 P.M. 

•I We ' re ge tting along all right. We ' re looking up a 
lot of little specific points for them over there . 

Yes . I mean are they taking the corrections you're 
givlilg them? 

Well , yes, they are . Yes, so far as I've seen. 
I bad a few minutes with Sam over there . 

You should be honored . 

Huh? 

You should be honored . 

Ob yes (laughs) . Well, he seems to be directing the 
job, and Stanley Hi gh was there, as well as Tom Corcoran. 

You'd be interested, in confidence, that I told the 
President this morning when I was with t~e President, 
that I t old him that I thought for them to give out 
and leave in the minds or people that t he President is 
going to come t here Friday night and talk, and sell 
tickets on thnt basis , and then not to do it - I thought 
i t was terrible . 

They ' re s t ill leaving it that way, are they? 

I said , "Mr. President, it only reac t s on you." 

Yes . 

And I think it's just a - a cheap trick. 

Well, St eve called me up about t hat on Monday ni ght . 
I said that it ' s poss ible t hat letter went out ~efore 
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the plans were changed, and that I thought by all 
means they ought to get out a new letter immediately 
explaining the situation; and -

Don' t you want to follow it up with Steve Early? 

With Steve Early - yes. 

Yes 

Yes . I mean it was Steve Gibbons that called me 
about it the other -

l.lon1 t you want to bring it to Steve Early ' s attention? 

Well , they haven't sent out any new announcement, have 
they? 

Well, not that I know of. 

Did , did -

Somebody t old me that the announcement - that the 
publicity still seems to be floating right with the 
President and will proceed from there. 

Ch huh . 

And the only person it's going to react on is the 
President . 

Surely, surely. 

Vlhat? 

Surely. You didn't see any of the letters of invita­
tion yourself? 

Yes, the first one . 

'llhat? 

I only looked at the first -

You got - you got the first one? 

Yes, a nd I gave it to Steve Gibbons . 

Uh bub , uh huh, yes. Yes, I'll take that up with Steve 
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this afternoon. 

I - I thi nk so . 

Uh huh. 

I think it ' s - it ' s one of those things , you know. 
If - let 1 s say that they have a t housand or two thou­
sand peopl e there ; they come there , t hey' ve paid f ive 
dollars with the i dea tha t they ' r e going to hear the 
President, and if they don 't hear him it r eacts on the 
President . 

Of course, of course . 

.ilight . All r igbt, Herbert . 

Are you feeling any better? 

Li ttle better, thank you . 

That 1 s f i ne . 

Goodbye . 
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Octo~er 20, 1936 

The President telephoned me at 2 o'clock yesterday, 
while I was at home, and eeid that he had Just learned 
that the ~ueen ot Spain, when she sails trom the United 
St~tee, ie taking with her a lot ot gold to help finance the revolution. 

I was so busy yesterday that I did not get a ohanoe 
to see UcReynolde , but I told him that it was up to him, 
Dow ~d Johnson to handle this matter tor me and that 1f 
necessary Dow should go up to New York. 

Regraded Unclassified 



October 20 , 1936 . 
Wr. Taylor , Dr. Viner , Mr. Eccles, Governor Ransom and 

Mr. Upham met at luncheon in the Treasury, Kr . Morgenthau was 
unable to be present. 

Mr. Eccles brought up the matter or the research starr 
or the Federal Reserve Board and expressed the opinion that they 
shoul d have a much larger and much better starr or economists 
and s t at isticians than they have. His view is that beginning 
about two years hence they wil l have s good many economic prob­
lems to deal with and that they should have a s tarr giv ing 
intensive study to them between now and that time. He referred 
to their plan to integra te with the reeeucb division in Washington 
the roe~ divisions or each or the 12 banks. 

Dr. Viner agreed with Mr. Eccles and t<>ld him tba t hs thvilght 
the Boards present starr is pretty good but mos tly made up or 
Juniors . Opinions were expressed on the present members or tbe 
starr and there were some sugges tions made tor additions to it . 

Mr. Eccles said that he was interested in aeaur1ng the 
services of a f i rst class tax man and s first class social 
security man. He expressed the view that the ?ederal Reserve 
Board cannot operate in a vacuya and that unless t~ey can have 
a part in determining t a x and general credit policy, their Job 
is pretty rutile. 

Dr. Viner said that good tax men were scarce aDd that he bad 
been trying ror a couple or years to find a maD good enough to 
recommend to the Treasury. 

The matler or government r eorganization wee mentioned and 
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wr. !coles indicated that the ~ederal Reserve Board start 

bad been studying for 6 months a possible consolidation or 

Federal banking agencies . They have a plan all worked out , 

he eaid • tor combining the ?DIC and the Comptroller ' s oftioe 

with the Federal ReserYe sys tea . 

Wr. Taylor asked Mr. Upham to briefly describe the d.-velop­

men t s or the last raw days i n oonneotton wi th the banking 

s i tua t ion in Perth nmboy , New Jersey as an i l lustration or how 

the Federal banking agencies might and can work together. 

Mr. Eccles said that be bad a writ ten report from the 

24 

Federal Reserve officials i n San Fr anci sco on the national banking 

examination situat ion out there . He related that the former 

Chief Netion.sl Bank Examiner or the 12th District had round working 

for the present Compt roller so diff icult that he finally h~d to get 

out . In his place, Mr. Eoolea said, was a man who in 1932 r a iled 

to pass the regular examina t i on tor nutional bank examiner 

a t horoughly incompetent person . I more or less facetiously 

asked Mr. Eccles ir he bad not learned anything from the Secret 
,not think 

Service incident of last summer and tr be diN t ha t it was denfleroua 

for him to investigeta another branch or the government. 

Mr. Taylor brought Mr. Eoolea a nd Covernor Ransom up to date 

on developments i n the i nternational monetar y situ~tion with res­

pect to pending negotiations with Belgium , Swit zerland , Sweden, 

Argentina and Bulgaria. 

Mr. Eccles was very hopetul that the a r r angement ror starr 

members or the Treasury and the Federal Reserve to get together 

&nd exchange information be oonau.sate4 proaptly. He indicated 
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that there wee not so much interest in weekly or monthly reports 
on actual developments but much more interest in a diecussion ~ 
ot the vactora involved and the rorces under way so t~t there 
might be intelligent current consideration or developments. 

Dr . Viner expressed agreement with Kr. Eccles• views f ar 
the necessity or the ~ederal Reserve Board being kept informed . 

Mr. Eccles read a memorandum which he hed prepared ror pre­
senation to the Secretary reviewing the rinanoial week sa it 
appears t o them. He thought it might be valuable tor the weekly 
meetings to include an exchange of such memoranda. 

There was some discussion or how the operations or the 
St abil izat ion FUnd might be conducted to reduce excess reserves 
and Mr . Eccle s expres s ed the opinion t ha t he would like to see 
any gold out f low be the outflow of ~edcral Reserve gold rather 
than s t abilization fund gold with a consequent reduction in 
excess reserves . 

Mr . Taylor indicated that sol!l8 attention was being given 
to tha t problem but that no conclusions had been reached . 

The lunch meeting ended with a discussion or t he problema 
or the Federal Reserve in the field of margin requirements ro r 
stock market transactions . 
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Secretary of State, 

Washington. 

1024, October 20, 5 p . m. 

FRO: 1 COCHRAN . 

GRAY 

Paris 

Doted October 20, 1936 

Rec ' d 5 :15 p . m. 

Feature on Paris market today is decline in French 

rentes rone;1ng from 1.25 to 1.90 francs; no particular 

reason is given for this evidence of pessimism . Forward 

francs are offer ed . While London was an important buyer 

of dollaro yesterday, Stockholm is said to be selling 

dolla rs and buying sterling today . lla tJ.onal Bank of 

Belgium reported t o be holdi ng rate of belga against 

dollar . loarket circles believe Bank of Prance did no 

tradinG in sterling or dollars today but that American 

control intervened yesterday evening to offer dollars 

against sterling. Florin has declined following reduc­

tion of Dutch Central Bank r ate from three to two and a 

half per cent . 

BULL ITT 

S!.iS: NPL 
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FROM; .Uiertcan Dlbaeey, Parte, J'rance 

DATI: October 30, 1936, 11 a.•. 

10.: 1031 

PROM COCBIUI. 

I rater to •Y telegraa Ro. 1010 ot October 18. 

When I arri•ed in Bern on Monday aorntna I called 

upon Min1eter Wileon to acquaint h1• with ~• purpoee 

ot ay •1Bi t there. 

Monday •orn1ng at 9 :30 I wa8 rece1•ed at the SWiea 

27 

llational Bank by Bach••nn, Schnyder and Weber. Bloh•n• 

h President of the Board of Oeueral M•n•gere ot tbl 

Sriaa J&Uonel. Bank, and Schnyder ia Vice-Prel1dent &JI4 

Weber the Third Member. 

I IIIII. de refer enoe to the telegrams which the swtea 

!lat1ona1 Bank and the Federal Ruane Bank ot lew Tort 

e:a:ohengecl recently. I ll&cle eugge8Uona a8 to the linee 

of a declaration with a •iew to explanation of cleYalll&-
ot 

Uon by Sri taerland,/the willingneu ot the swtu author-

itia8 to grant reciprocity to the United Statea in gold 

daalinge, of the a•ailability of re8ource8 which could 

be unt1l1aed a8 an exchange eq~~&l1aat1on fund, and of 

the reeponaibility tor the •anage .. nt of such reeourcea. 

DD s~IOJ on. 
BULLift'. 

EA:Lft 
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PARAPHRASE OF SIOf i OI flO or TELEGRAM I O. 1021 
of October a>, 19!16, frc. Par h • 

.laOJii the queet1ou ra1eec1 by Bacha&DD were the tecb.nio&l 

pointe which he h&d set forth in hie telegr&a to the 

28 

Federal Reeene B&Dk of Iew Torlt of October 14. I said tbat 

first the general question of raoiprooity ahould be deter­

mined, &Dd th&t YKX ... tiTPWY the details oould cbe worlte4 

out with the federal Resene Bank l ater on • 

.lt noon B&cha&DD &Dd I went to the SWiss Ministry of 

Finance where we were reoehed by Meyer , who is chief 

of the federal. Dep&rt•ent of J'ine.noes and CUatoaa, end 

ie &leo the SWiss federal. Oounoil'a President. The idea 

of gol4 reoiproaity was explained to Dr . Meyer, and he 

indioated hie entire sympathy with and approYal of the 

plan for cooperation between SWitaerland and the UnHed 

States. However, he said that it would be neoeseary, 
J'eder&l Council 

UDder Swiss praotioe, to get hie/colleagues' approval 

t o the proposed declaration before he could affix hie 

sipature • 

.lfter our Yieit wi th Dr. Meyer, Bacbe•nn &Dd I re­

-turned t o the B&nlt where a draft declaration was drawn 

up; while I lunched with the 'Chree B&Dk offi cers, tiM 

dran was typed out 1.a. rrenoh an4 Oeru.n. The draft -• 

reYiaecl after lunoh &Del I aade en Inglish t ranslation 

tbceof, which - s cheolted by Sob.nider. I quote below 

the trenelation of the draft deolarattoa' 

DD BIOTIOI flO. 

BULLIT!. 
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Secr~tarJ or State, 

Washingt on . 

SPU:CIIIL GRAY 

Paris 

Dated October 20
1 1936 

Rec 1 d 4:27 p , m, 

1021 , Oct ober 20, 11 a , m. (SECTION THREE) 
11:lECLJ.RATIOI1 , 

29 

'~he Gover nment of the Swiaa Confederation , repre­

sented by the Chief of the Federal Department of Finance 

and of Customs , the Swiss liatlonal Bank, represented by its 

General Manager declare and confirm for the information of 

the Government of the Unitod States : 

One . Uy virtue of the law governing the Swiss 

National Bank of April 7, 1921 and of December 20, 1929, 

the Swiss National Bank was obliged to maintain its 

metallic coverage at a minimum ot for ty per cent of i ts 

notes in c irculation. The bank was obliged to redeem ita 

notes in gold or in gold exchange with those countri es 

havinG a free gold market . The ra t e of exchange for 

these currencies was calculated upon the basis of the 

rate or exchange at the moment of the operation. 

?urthermore, the ban.k was obliged in consultation 

with its conditions to purchase r,old from banks of iaaue 

upon 
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IJ,!S 2- No . 1021 , October 20, 11 a . m., Sec. 3, !'rom Paris . 

upon the basis of 3~429 .14 francs per ki l ogram of fino 

gold and t o sell i t at the price of 3 , 444. 44 franca per 

kilogr am of fino gold. 

Tno . By the terms of the decree of the Federal Coun­

cil of Sep•omber 27, 1936, the bank is r elieved from 

redear.1ing 1 ts notes i n gold or 1 n gold e:xchango but it i s 

obliged t o naintain the l egal coverage . It i s fUr t her­

more obl iged to maintain the gold parity of the Swiss 

franc bot:toen 190 and 215 n1ll1srams of fine gold . A 

special ins t ruction obligeo t ho bank to maintain the franc 

o.t a l evel which (END SECTI OI\ THREE ) 

BULL ITT 

&iS : CS B 

Regraded Unclassified 



L11S 

Secretary of State, 

Washir.gton . 

SrECIAL GRAY 

Par ill 

Dated October 20, 1936 

Roc 'd 4:53 p . m. 

1021, October 20, ll a . m. (SECTION FOUR) 

corresponds to a devaluation of approximately thirty 

per cent in relation to the parage fixed by the federal 

monetary law of June 3, 1931 . 

Three . In its relations with the United States of 

America the bank undertakes , until further notice, by 

virtue of t he decreo of September 27, 1936, to cede gold 

at tho price of 41 973, 92 francs por kilogram of fino 

accepted at Bern and to buy gold at the price of 

4, 869. 80 francs per kilogram fine delivered Bern. 

The bank makes this declaration on the basis of the 

declaration of reciprocity contained in the statement 

of' the Secretary of the Treasury llr . llorgonthau on the 

date o:: the. t11olve October 1936 by 11hich the United 

States un<'-.rtaltcs to sell and to buy GOld on tho basis 

of' ~35 per fine ounce. 

rour . Tho bank conducts tts gold operations for tho 

account of a special "equalization fund" in the amount 

of 

31 
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LUS 2- No . 1021, October 20 1 11 e . m. , Soc . 4
1 f r om Pnr1s . 

of epproxllanto1y 538 million frnnoa . This sum rosulto 

f r o·l tho r ovolunt1on to tho extent or 35. 033 por cont 

(one f r anc equals 215 milligram i nstead of 290. 32 mill i ­

gram of f i ne gold} of the gold hold by tho bank 08 or 

Sept~oLr 26, 1936 . 

The equalization fu nd is charGed with maintaining 

t he r a te of exchange within t he now l i mits through buying 

or stlllint; gold or e j;change . 

Only the bank has t he right t o dispose of this 

fund . 

(~um OF' S1':CTI ON FOUR) 

BULL ITT 

CSB 
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PARTIAL P.lRAPH.'aSJ: or \'ILJ:QIW( RJ:OJ:IVED 

BIOTio• FIVJ:, of •o. 1021 of 
October 30, 1958, fro• Parle 

To teat1fr which, the preaent declaration haa been 

signed in order t o be c:• =1oahd t o the Secretary 

of the Treaeury in Waehington. 1 

The J'ederal Oou..noU i t h h oped will appr~e thh 

doouaent during the week, •oet probably at a aeaaion 

on the 3let ar 33114. .le aeon a a it ia eppr~ed I will 

33 

be in1'or•ed o.er the telephone by B&oh•u. He will •il 

to 110 the ori~inal aigned by Meyer, Bac:h.au end one 

of the other bank offic ers. It wae the opinion of the 

Bwiaa otfioiala that no diffio~ty what&Ter would be 

enooUDtered in oollplet1ng the agree•nt . They pro•ieed 

to let •• know pr011ptly if any queation should co•• up. 

The Bwiaa au that, if the Unitid States dao1daa 

attar reoeiYi.Ds word of the SW1aa declaration beiDC 

aipe4 that Slriherland ia el1sible to enJoy our a old 

ta.o1liUaa 1 I infom th• ae to the hour that the 

United statea GoYern.ent will ll&ke ita annoUDoMent. 

TIM SWiaa requeat that the oontenta of their deolar&UoD 

ba k~t atr1oUy oontldential &114 'be not publ1all.ed a1Doa 

1t oGDtalna retaraDCa to iDtarnal iutruoUona to f1:1:1JIC 

of &114 aale prloea t,. gold, &114 to eu.ot natura of the 

exchange equalisation raaouroea, wblob the public 4oea 

aot kDow. 

TIM Slriaa hope, turthamore, that onoa the r•c1•or••• 

ltJ !!IJin-o•et la .... , the 
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in ~elegr.. of Oo~ober 14 troa ~he Sw1 .. Jai1onal B&Dk 

1;o ihe federal R•••n• BNik of Wn Tort •T be turlliahed. 

L&ei ~~1Ja& I llhowed ~· d.r&ft d001a-i io 111~ 

1a~er W1laon, &D4 ~1• aona1q I returned io Parie. 

J:JID OF D88AGI. 

BULLift. 
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l'rolll 
'l'o l 
Dated I 
J(o .l 

PWfHIIAB Ol ftl Wft6M ngcgn;p 

Aaerloan t.ba117 l«rlln. 
91ortt&l'1 ot stal e, ll'uhlftc'on, 
Ootober 20, 1938, 6 p.~. 
308. 

• 

In a 41or~~ publ1ahe4 thh aom1rc JUtler obaJoce4 
Ooerin8 n t h the exe011t1on ot t:.e t OW' 7 ear p l cr.n ot 

economic aelt- autt1o1enof announoed ..... Hurenburl 
Congreoa , Ooerlng le authorl&ed t o l aaue deoreu and 

1natruotlona to all ottlolala tor the f'UJ'I)oae ot rutts.nc 
thla Jll'OCJ'IIa 1nto ef't'eot. 

ContrarJ \o ~~ preaa r eQotlon l&at Apr11 t he 

pn~aa thla u .. l -.dla\el7 blo-at forth l n appronJ. of 

thla aot1on llhl oh the ~UtlllCHlJI BtOnAOH'l'~ Wlthout 

onoe aentlonlna 6ohaoht1 1 na.e 1nterpret a aa pLao1na all 

eoonoato peye:r l n Ooen ac• • handa and e.-haah u pert1-

cul.arl7 that he nll be aup.- l n all quenl ona ot 

e~no-.J.o pOUos. UaA7 ~ ... -oern1nc the r oaUlon 

ot Sohaebt han aJ'laen tJooca t:ble deorw but 1t 1e not 

bell end, afhP OM Y& .. l llfJ YIU'l ) \II 1 0\11'011 1 that bll 

Nt1Ni!llnt 11 lllllnent or that all¥ alteNUona ot a 

rll41o&l -~an at P"""' mYl~ ln !lebaobt'• 

tftlft thle eltua Uon lind that ot lAet AppU. 

r.- IUJ'fa .. ln41oat1ona, on ~· other haM, Cbe 

ln.-.at~lna lnahhnoe ot' Len Partr a;-.ra oa a-. 
Ndloal pJ'Of:I'UI with C"Ater ln4ultrlal oo!KJ'Ol and 

I;J'I&tel' 
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c;J'M.\.., __.h on tbe neoe••UJ' tor Oel'llanJ'' 1 n•n=•• 
aelt-wtne1enoJ lla7 rewn 11\ Cl1a1nhh1fti the e .. enUallJ 
Cl1o\awl'1al. eocm1aale powwa ot lobaeb,. n h p n....UI' 
tbollgh11 t hat he ~4 r ..Un aa the h obn1o1u, 1t 'hll 
PI"'ftl to be the -· 

U 1• aleo b elleYM, 1n oerts.ln quartere , that t:be 
lll.U\ 1\JT aspeote ot the folD' Je&r plan are aa•••• 
('l"eatlr 11gn1t'1oanoe and that the ~. parUaulU"lf • • 
a e t ep t oward 1nduetr1&l 80b111&at1on, 11a7 po11ibl7 be 
tak1n(: added 1ntercet 1n the exeeuUon o t the PNCI'aJI• 

liUob et the CIOIIIIM a t th11 U ae, how...,., 11 
ob'f1oual7 1peoulaUon an4 'llhen the a otu&l deta1ll ot the 
plM U"l known and wl\en t he oonC1.1Uon1 ~r,:on whloh 1\ 
w1ll be pu11 1nto op eration are olar1t1ed, the re'\1 •lpl­
t1oanoe ot th l 1 Cl.eoree will oftlr eppear. 

DO • • 
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DEPARTMENT OF STATE 

WASHINGTON 

October 31, 1938. 

The Secretary of state preaenta hie coapliaenta 

to t he Honorable t he secretary of the Treasury, and 

encloaea for bia i nforaation f1Ye copies of partial 

paraphraae of telegru wo. 30S of Oct ober 30, 1938, 

fr011 the JJaerican Dlbaaay, Berlin, nth regard to a 

deoraa published by Bitler concerning a four-year plan 

of eoonoaio eelf-auffioianoy for Germany. 

In the paraphrase of talagraa Wo. 1010 of 

October 16, 1936, froa t he American Dlba.eay, Part a, 

36 

page one, the second line of the third paragraph, the V 
phraaa 1 Bach of the principal" ahould be changed to 

J:noloaure: 
wo. 308 of October ao 
froa Berl1u. 
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t*M(JtftU"Y W IT"" --· ....... ~~ 

DEPARTMENT OF STATE 

WASHINGTON 

The Seoret•r y of State preeente his co•pli•ente 

to the Honor•ble the Seoret•ry of the Treaeury, end 

encloaea for hie informati on fiTe copies of p.rtial 

p•raphraae of telegru Jo, 308 of October 30, 1938, 

fr0111 the .t.aer1cen Ja~eer, Berlin, w1 th regard to • 

decree published by Hitler concerning • four-year plan 

of eoono•1o eelf-eufficienoy for Germany, 

In the paraphrase of telegru Jo. 1010 of 

October 16, 1936, fro. the Aaer1oan Jabaeey, Parte, 

36 

page one, the second line of the third paragraph, the V 
phrase 1 Baoh of the pr1nc1pu • ehould be ch.nglld to 

the w~rd •sao~•. 

llllcloeure: 
Jo. 308 of October ao 
fro. Berl1za. 

Regraded Unclassified 
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41 

~•~J .. \r -n-.aa. -•ta~-;r 1.- pr_l.ia.,.. 1Jl .._ 
~W '\LAL orn.:na. or Oa\ollu a, l wJco.­
l)ttlelal nu._.~ "'' 46.,. ... r ubl. h b .. , 

fbe ;..oDOreble 

lra 

lleter .. JOae la -4• \0 \he .alt••:t'• 4ea~\N 

Jo. 1080 ~t ,,• P'-•lt• It, lv~6, 'r•a••U.uoc. uo"-lllto 

.a. \a' or \a. 4 .. 1are\1M 011 -•'-•TJ' pel l ay ·~­

...... 1)- ,.~uat. .. '117 u.e ~.,.. .... et ue oalW 

..-........ •n•Sa ... ,..... .. • Se5~SS n •• u. use. 
1 -~ , ... ~ u renuc •rwl-.. ,._ 

• 

17 
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l lJiaJI .. , • 

a 11 ocb. l or\lolo C:D t ho oubJoo1. a; \.!. t 1ltlz:c1&l aolU.or 

or .. 'I' - • 

Tbe rollo in• ta a tran~latton or tho oa.mu»i~u' 

loauo4 br t ho 1nl a1.or or r ino~••• 

1 ~ 1a tn41oato4 in 1.ha co un1oat1on Craa 
tho .oorour:r or 1.ho Troaour or ' "'" l1l1.o4 
.,c;atoo tl.a t. n·••t\eooatnt a r ola\.111 1.0 \.he ... ~1-
oa1 cg- o; orat loo ~1~ 1.ho a oootary •~ ~r1t1oa 
or t.ho o1tod tatoa are ~~l·~•!:r aottl od. 
~·~ ~ o1a\.1on or \.he o~odltJooa or 4ol1Yo~r ot 
old 1o b I .I d0111o by tho .. oaruar.r or tbo t·oaa .. r:r , -­

o ro ulation h 1c!l •111 oro blt all aou.a t.rloa 1.1 ell 
eooor4 r oolpr ooal .rao111 \.loa t o ob\11.1 o l d 1n t.lto 

n1tod \.otoa ~r .oor ioo • a1ns t t he curroLoy ~t 
\.Jult country . 'rho roach C'.o•~ruLlt ...., osr .ul(o4 
t hat •~ol rao \llt.l oa •A&ll be ext Ddo4 at aria 
~• tho aoco1.e ry authcr1\loo or t.4e tnlt.d \.~too. 
'l'r..1s &rrw41 oat, ~lor. 1U bo a do.t \ o 4a;r a r~ o­
IL&ll\1 •t.oul 4 c; ra•UY tacll1uto \Jio t•a..olo&l 
cporationa or t bo xcbo~o '-•Dil l~~~ J~«a. 
. •1•11a r orr&Di!" ent baa K&ll .... nclu4M bo,• .. a 
~• mo~•t•r:r eu\.torlt1ol or .roe\ . r1 ta1A, eo •• t o 
aoauza cftoa\ lvo oo-o~ara~ 1oa bat wo.a • .ria, Loo doa 
u4 llP lork. ~ 

?be t olloKi n( ad41t1ou•l D&r~lculere ••r• &1•••' 
1"ba ""1De1;>&1 p robl.,• \ o bO ••nle• to aJ lo>o 

arteo\1•• oo-o~arotlaa ••t •••a tao =ooat&rJ 
au\ho!'l\.loa or tlao nr.o o ... re ' utlN 1<o U.O 
.-n deelanuoa or •·'-• MI' d lu\, _, ... ,..., 
tbe ,ue a U o a •• to t- ... t. o.e of \laa _,.\.at 
Ol'eonlu~loaa ot ,.,. t.aiW<I u\aa, • • • et ~no& 
~1\aha a1 d or roo• a l c,l>\ "roooro oa \h t'fiO 
o~• ~-~~•t• ol~ 1a exoben,t tor .. rr .. • ' •• bel• 
b;r 1t. '1'1: l • l)J'Obl• , •• tot. !a • del leota Cia. 011 
aeaoua · c r \be aon•t.a"~'! r•,liM• •hhla uio\ 
na,..\lYol) 1A \ he \hz•• aoQAtr1••· L&M tort uoatol7 
liMe aotU••· oaeetClr'\lt• 1J: tAl ro1aUoa• M t. .. a 
~0 ~~ •••t aea\~r• , ~~~ eurr r.•l•• • lll Do 
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&4c~a~ a t!a ~1aat ~14. 

In b! o az . raaaton ot •l .. a oa \be anao~aaa.a& 

• 
~ . l•n~y, cbaar••• '~' prtor t o the dea1atan ot tba 

aore\ary c-.C U.e .:J'Meur7 oa.ly -.,.\clOJA oolll~; proeo:re 

(0141 t ron tba ·· a uat t.S.., •• '"• b t ur clll7 a ut tor-

1zM ,._ol •111 :- • ., , . ~ •~untrlaa !·o•• cur anoia a era 

•~~••~tlbla an4 ~•re ••• •x~ort ot old --. tree, 

1 o4ar •'lC a troll- • tuaM, ao-opn·atlon b .. ,~ ... n \h 

r1U ab, • ra•Jcll •r.d Mt.a r1ou 'twlcOaac• l! qu&l1o~e\loa runta 

•vvl • ._~• baaa &laoa~ t.poaa lbla, be ~1nta cut, 

ot ~· 4 o1a1o~ ot tba eoratarr ot tba ,rea~~r. 

~ . ~~ xpraaaaa 1~ lao• 6t vm,lat• ~4•raten41D& 

or \.be 1.Jl4Soa\1oll ill t ba aedau a ...aounoao.an\ t lla\ r.~4 

.S U be 4nl1nn4 to t ore 1t 11 cto•lD\ .r J.•• ""oea .zot.oe a• 
~all~ation aota l1k~w1•• otter to aall ~old to t ba 

·D.lta4 ., t.a\ea , 

' renoh eu . bor1t 1aa , and t toaa or t Aa otber oe~\r1M 

.. o. toh doaSJ"a t o buy , o14, -•• t1.o. \Be prha-- 111 \aalr 

Hltaa\1Ya oou•t~lea--a\ wlllall \.hey will 1111 gold t o t he 

Tbh p.r1ee, be ~o44e, .. Ul 11&\.lral.l )' 

tap ... g~a t ba rata or ~· .xo~•D&A• 

'ftlrlliaa to .._ .. ,. 'o t.ay -..on UMIJic. • I•MIT 

• .,., • ..._ U.\ .._, u aa.. ... aCUJ,lul- •Ul aUll nuS. 

••n .... ..ul .. •• • r .alllt. ~•r• a. told• M \M 

taet ~\ Sa \lle '.flli\at ilhwe t he Pl' lee e r pld •t ta• 
~ ... Ma ,._lu• t h•• tor '" aa4 oaa Jl.&lt reu1, 

utt loiiM \aU lo.., ~'lod f i':tOYb l ... l ua-.U .1t)' 

,, 
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Mrrlea 1111'-tl u.. •• eca .. naa \be ~J\e4 l kt.ea. a 

~"11•7 or ~r'--•· 

~••int •11 la all. the tla&n.lal ett\Or or 
Ut :rs:Kr3 •-• 1.~ N lll\1ath4 u4 ana •rat" 117 U.. 

•rn.&~&-ot.. •• . ... 1 .... 'W abauJnl! ~ aplal­

'ba' " \o ttl• all\.aa\ \ tla\ ~ a t.ulUt.7 or ~urreaal• 
4e _••••• "~"II lnt.aru\ioaal t.eaQloo au4 coou ... Ul. l\ 

...... tiluit t.lle ua4ar\a~ 111 oll\aiha4 t•oa the r; l\et \a\N 

l a or • 11• \~r• t.o raelllt.a\e t.aa r•t•ra ~o ~1• a t.ablllt} . • 

fl·• oQIO. e · ' ar t tob llll\l ox-1\t retloeh , 111 • l.ar6;e 

aea•uza, lobe Y1wa en ..oa\ f reDah r 1.A.ot. ehl naera oa 

\be &;nOUJio•nt ot U.e ..... , ... , or tu • cea....r7 or 

Ill.. I 

l(J)-;nl c • ?ll.SOir . 

11: .. 1a o. u.-. 
Collluteler ar llaMaaJ. 

... 
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Enclosure~ to dcsp .. tch N o . 
of Ot'lu~ l-1 , 1'\3l. , 

tro= the EmbOJI8y ot Paria 

L.. '!'lDLPS. 

October lt, l V3&. 

LA COLLABORATION MONeTAIRE 
franco ·anglo· am&icaine 
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l I'Amfrlque de ta mbe mulm 
Cd4 ~It li9•1fi4T qou Ul aMiorltl• ""1/W.U 

<I (1"411faUU, Ol..t flU NIU1 del IWIHI pop ftVI 
wu<tn>nt Gehtter, u <111 i<Alont, du mltol ""'"1- ~ 
llllff •~ Btat1- Dnll, d1Vr<r.ot, 4 lour tour, (iz., u~ 
PJ'i.!l - -~ll lntr1 MOIIMU. ,_.I JNCilNI - '*QU.tl 

1 <!lot tl011dl'ont tk l'or au (Ondl dc contrdt. nml"'-
1 Cdln. prt.z q&d ••ro bien ente-ndu tonctloh del tour, 

d" cha-nac. De m.lmt qu U gouv•,.ntm~t diJ 
lV01h!71glo., •U•i poumnt opparcmmmt 1Mdi­
flcr •• p~ oprl1 un priam. tk U MlU'fl, C'n• 
dire quo l'iquUtb., dot tM"ffl qui pourra rl­
ovlt.,. il• .. , -·~.....,, ,,.,... ,_, ,,., ~ 
Mte. n ooaol#at do lnf>o to'"ptl, IOutt(OII, fU''" 
AIMr(qu u Pfiz do ror do II llloU.•• per""" 111 
dnMurl {'"Muobt, IUpull di U - of •lfti: Il l 
1 ... />U fill {<I dllri< MIM< dt toft# tiObUftl tm>llf-
101'71 .. ,.,.,, ,,, .. ,. <614 atlrblll, .... , •• 
nlftlu .... rtlrllt .. bu. I 

QlU>i ~~~ .. 1011, l4J MOtlt(kotiolo dll NgfMc 
41Mbfeoilo .u r•~porltltlo~"' ro• IUU u ... flU­
-.~ nl«um•• tk l'actord monltoi10 trlporlitl dv S.S ,.,,_b.,, tompU••JU ~rdc• ·~ Ia 
coo~ !Ut diono (oltdl d'llolllllloo tkvint 
""" po111biUU I"''iifiU. 61, tla"' 14 ,..,.,.., oQ 
ltJ 1labilit6 du d#!JIIfl dlpond d• ltJ techniqou 11 
d• ltJ ban"' t;<J/o.tl internatCon<tlo, U 11mbu q~U 
!'engag-1 obt'"" dt I'A,.Irlquo 1011 d1 natura 
A {4VOrWor(f r eloW' A Cltll llabltU(. 

If!. A 

I Comment.a.ire omeiel brif.annique 
La TT~sorerle brtf&lllllqut a pul>l" de S<m Mt6 

le c.ommW>Iqu' aulvw : 
• Dos &tT&Ggem .. Lo en VIII de I& ooop4raUOD 

laobelqM avec1es auf4tll4t tnoAfl&l,.. .-u Ela'-­
Uillo IODl malalellalll c:om,l'l4t d ome DOU\ .. Ik 
rillementallon aera I>Ubll4e par Ia ...,.1&1,. .. 
ta 'I'risorute des Et&C..Ualo qui pormel!la • IDUJ 
pa13 oecordul des raefllta rMfproq'* d'obleolr 
de l'or auz l!lla'--Oilft en .. b&ll(t de dollart. 

• Le aouvornemllll Ae II& lil.aJ~" • pril .... 
diapooitiOill poUt qut do lolita foollfl'l toleal &0-
C.OriJ~ 1 Londi"'O aus autorllb am6rfcalneo. 

• L'applloallon de col aeeord •·erroet.uera au 
jour le JOur el devrall pandemc.ol ractttter •••1 
~rellona Locbnlquea du c.onl/6 .. cleo chOOfee. 

• Dos arrangemc.oto elmllal reo onl 6!A rottt aveo 
Ia Benque de "Fran., atln d'Uiurer une ooopo!ra­
Uoo etroellve c.olre ~ lrolt cenlrea finlllolut. • 

Do.nt 101 mfllaux llnlOOienl &~~~lola. on d4elt,te 
qu'll a'qit .....,Uelfemenl d'ull aooord ttndllll l 
racfllf&r lea ap4rattolll du conlrOia des chan,.,.. 
&~ que col accord n'lmpll!IUI aucun ehanaem·enl 
daM Ia pollliQ'IM mol161alre da fa Graarfa-Br6-
J,agne e1 n'a!faete ea rfen la UberU Ae moou-l 
de la devbe brihnnlque. 1 

.-.-- -

4Z 
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it11•J••'• r .... u -•v..rt 1- rrOJi.l • .,., 111 u.a 

G1r& 

J " .-...J. ff'IJ'!~ o r Ce'-O'Mr ~. llo~.t.­
; rrt•1a1 at•, ... a,r 4 ~cera .. ; ti~l ta~t. 

et•l"<tll" 1a -.4a \0 \Ae .._., ..... ~U!a 

:Ooo MIO !>t ap\._._ at. Ull6, 'na•lU!q, aeM"lr, 

u.. \.a' tor u.a ·l•~u•U• oa -·'-"' ;-eltu a'-1-
'-11-..11 .. ,ua•u o,y -&M ilftwauas. et U.. O.l ... 

• 
ta\ee1 ....- ln'Uaill nt ,._.. M U. 1•• • 

J ... b YO , .. k• II» '-0 for•VC a..nolt.lle law 

U.O \lie~" 

or • •)141r.•t.'-'7 v ..... ,. ... II¥ • or~..._ 

anu.t ~ u.. -u,-. ..._ .told! u.. Mon"l-

43 
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• 

aO&. 'D l~;u& pv.ll l hte4 aL Ule .. • '- t&e, ,.. ~;.:;, ~..n t. v t 

• ta lal er~lole en~~~ en•J• •L by Lte tiD&Gelal •ClLer 

ot ... ,.. • 

Tke ro11o tDa 1a • ~r ~•.lattco ot t.he • 

1oeue4 tT Lbe l~t.\er or - ~aa~e• 

1\ 1• tn01eate4 1A "~ cv o1ea\lOA f;oa 
t.lle c41cteury at \ he ~ r••eu~ or ' "' al"-4 
'•te e t...a t. .,,.,,. -~La r olat.la '-0 \-a t. •~1 -

t•l 1\-v~ere \lCD • I\L the &OD•t&ry lla\-Ori L1a• 
of t he n! t.ed t.a t ea •r• ~l•t•ll •~~tleO. 

a re ulatico •• ~bo ec.n<!.ltdOoll or 4<•1har) r;f 
ol d I s l~l• ~v.o b$ t he • ore t.ary or t he oraa.. ry, -­

e "' uht.ioo ohio. wU l ere bl. a U 1·-1&11\ rie a I lcb 
tctor 4 T o1prooa l tae1U Lloa t.o .. t.t.alt. o 14 la t.ll a 
D l\e~ \&tea ef r•rl oa & a Jo~\ ~ta ~orre~-7 of 

\ •. a t CC.tlD\ 1'1, The r .. n cb -oY n:ant. u c. Ta:.«'cd 
u.a. t •uc~o ra.,t\1Hta .. ell be ••t ';d 4 a l arb 
\• Uae a_oca t.ar)' &,. \~ct 1 Ue~ ot Lll• 'lll\404 LaU. • 
• ~ooh e...-r ... oc. .aQ \• • t ar 1 u b. • 4•t w 4ay OL.r •-

' • . 011U ., rea U )' fa oll.h a t.e \ll a \ •o...Dle.U 
ote.l'atl ooa or ~bo xcuen~a ~aolll.e~lon ~ ~~~ . 
, e!Jr.11a r arr al'ljP 1.. e.l\ llAie b""n ~ nol 114e4 c.e ~ .. • • 
\.be ~"•'• f)' e u \ t.orh1eJt or vreat. r i\&ia, .., • • \ o 
aeaure erteet. l•• Ov-opere ~l~ btt.we•n srl e. too~• 
aa4 ~! ft lor~. • 

'l'U f t llo tnc aCoi1UOI:Oll ·M~lol&lau aer• t,lYeQ I 

rta •tnel,al robl • • -. eat.\laC '- al l .. 
affte~l~• ~ .. ~e\lo. ~•'•••• ~ ao.et.ar,r 
e~~r1t1•• ot ,~. ,~,.., ••• r• ~·r'l .. ~ Lke 
--..oc \ealer.\1~ ot e ; \ ca0.7 ~ lee\, ... ,~~• 
_.. •~•,tl&o •• ~ ~ ••Dt o• • •t '~' ·~,.t.ea' 
or.;uo l • 'lc>ao or ~· • nJw• , . ..... • ·• or ·n• -.JuJa __. et r-•• a l ._c\ 'l'rOeii.P" oa , .. ,_ 
o\AV eorut.e olt liS ;ub··~ .. ror ou,.-•uo •• ·aU 
~ "· ... 1 ~ro bl•, 1«. h • ••u .. h . ... "~~ 
...... ~t t.~• POn•~•r r r• La~• ·~1•• ea1•\ 
r••~!Y.lt la ~l.• t:.r•• e~w:\rlee, , • .. t ·t .~:a'dJ "" ~• >-u••· ••••t<.r\A• 1. 'IHt rtl• t.le~~a M\e..,c 
tLt t.lir\oe -rea\ ,,,.u. ' • \..loG ~r 'lela ill •• 

I 

I 
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uebt. .. uo a a lae\ pll. 

l~ 1• az,roeal .. or •1_.& :a ' t• ~ouaoo •-' 

ot . r . o•.:.nU..., ue ra.t:~eJ.el o4aor ot 1.1 r 
' 

oero\a~f or ~to , J" .. W.Z7 Oalf 'eliiU~ O,ul ~roouro 

cold t~oc t ile r oltol t at .. , .. too l •t t•r a17 aut~or-

1a04 •~l• eit~~at Lo o'uatrloo boao aut e&otoe wore 

• ""••rU"blo • .. •r• '~• ox ort ~r ol4 aa trao. 

.ll\be 

~ l ( aa•o ~•• alaDat t.;Gaoiolo, ke .• l ot r v~t • 

.&rt.v • 'It! ••b!.Jls Uae .1Ao~or c... ro· 11:.~ d Hleanoo 

• :o~~ • ¥9roaoeo ~1• lao Of oa,leto uad•••t•b41A& 

or l.be tt.Oio•Uotl 1.a Uio .Mtlou a&ooiiO•HUII ont tbet ol4 

• reaab 5\0.t.orlUoo, •· 4 \ !lou or tao •'--•r oc:.a\ -rl• 

.. u1NI •••tro \0 "bll)'" pll, ..... , t4 Ulo t>rho--lll t.~< olr 

"'"•U•• •o-\.r1 - o\ .,..J.oll tbolf will aoll golcS to the 

Aaul .. eoa\rol, 'l'bh prloo, ,.. d4o, .. 111 aaurall r 

4•~• ... ,.. tlla rate ~r uo • •• - .... . 

on.naaac to '-•• ct•t "' ._, ..a~•r•t••'-o • 1•.., 
ooa\e ... \MS aa. ....... •'ldll"llrlua •111 o\Ul rM&la 

••1"1 .... I'Mla. u • r-oslll\ , 

1"--' .... Ill tao "Jaik4 tas.e u e ~1 .. ., .-14 el .a• 
r ,_. .... •• .. u.l fl i e d tor \- Oalt "•• -al t )a&ra, 

ant W.. .. .,. ).c.q l'9t1o~ I .t-=o•le11)84l Eh&.llUt 
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ea.rlo wltb tt, •• ~~••,r•• \he ~JLe4 \~~. a 

ere ~, a!' l!oi'Ot'-r. ... 

J aU ell 111 •11, t.b rlu.r elal ed1LO)r o '( 

U ..... '<: h aetlaf'le d DII.S eoe Urt&e« by t.lle 

.,.,.. .ent., 114 O<Jn•l• .. • bt o t.roeaj l.t; t..t:. G~1a1• 

t.~· ~ ~o tae ert.&Dt. t Dat. LLe et.ablli~1 ot ourr •oetee 

•• n4a ll)eo lot erut.ioau ~ .u&.cat • a.· · oa • lll , it 

1o or • ut.. re t.o r aoi.Ut.a t.e Uae rott.uc-a ,. t ll h <~'-'loll 1\~ . • 

~. ·~•·t. er t~l• &4\ lcrt t., erloet.e, t o • ierc• 

aeanre, t • Yl•o oJ ac.u. J'r.nu : llot elu • r iten ca 

U. ~aouo&~aqt. ot tt.e ~••rn.,.,. ot t Ao ~nu.a;, or 

e nobor 13. 

ll asJ~oot.tuu) .roure, 

ror t.lle .a'baeea6Dta 

"D IJ. C. 'U.OOII • 
• 1AI c. u •• • 

~ •• , or ~oo.•••~•bt. .... 
~~ t.he oeret..rt or ~ 
~,. ... Uif on lct.o'ber l &o 
U l! tc IK'Q;Iaat (C\14 01 Ulo 
rre~~oto 11\111' \.er or r 1AMee0 
&a t a, •1•1 a r t i , l e b7 
w. , • ..,. p~'blLI •• 1a 
1.1 >'? • 1 ? h t ed · o t.o!»•r 140 
1 .... 
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• E o cloeure JlkS:' to d 08patch l( o . 
ot Och>~?-1. •<)'31.. , 

fro~ the E=bassy at Parts 

41 

1..:. TXIIPS , 

Outob.r 1•, 19~6 . 

1 
L:\ COLLABORATION MON~1'AIR£ I 

I 
llor- ~ 

L c .. -- • T~- u. ...... u.u.. JJ. JIOrVeAIAAI¥. a.inl dt' (dire CU lt&kt ck1 
t olldlf.ON 114M luq.UU.I lu all.toritl• oml!"'£cGi­
ftCI Ptf'PJWUNPU rUIONMII ftz.portdl~ 41 tor, 
vne Cmporltln-t• dld•,..,lon bnl 14 ltttfur fi'OV• 
n"" Lf ttzlc d-dtllotU. 

Au ,,...., o. e#"' 41daNJ.iDn.. le1 ..... u.u 
~ • .,.,.... - ,.., HHrw ,. .. ..,.,. .. . -1/-• eetrt ,..._u .,.. .,. """"" u u ..,_,.,- • ..- u r ..... ,..v ... "'" 
V"'"' '''*" 14 rtobiiiHII4o pro.Uolrt I• h~W. c'tn~A.-din 4 !$ ~l4rl l'once. 4t.IZ (O'Itb lfrcrn.· 
uer1 do rlgularildtr6" U • thll'fl.Dtl 41lf'D4I• lJ 
t:cltdrc a .. flli&Gl jGaAM AltJt B14ti-Oelf &dill lei 
1Khwl oo.Wi"-r. 

ANAl 14 Moo! ....... • /....._ lu 61oh·Gail 
•'oldo,.C,Ofat n filii .. ~ • Jl"'k{,.. IIMf.t 
qv'tt tluffMJi.o• M 1 ,... dtnat lu .,.,.Mk• 
~Uat ~"...,..UNM #I H l'•z,wW~" 41 l'or 
i tatt. ,., CIO"'~"""'· Ubl't. Ill nf.,oflrtl, "o'••­
?NI.C, -·,.,. Mil.,.,., t• f o'ltd.l l4(l.tl1f1t~f\ brl­
""-"lf¥1. 

&i U to•l.'hJIIftlfllf ~i• CNU ptnUU 
d4lU tfltl AtlUawll qrf1 14 ill~...,.,. 141 Na.­
Mitl ft a.loe ftF - ift~l, .. k .ftft M Hat 
plw Ntt&elahf a VM b.u fW flu, - Q .tu'O{I 
protlq~IM UaUI l'~io'a ,.., • VM 111tf4 
d~1Uutto1t, ct.rle dt 14 Belgf.qv.e, qwl ~•• dl4or­
moll l 'urliqll4 J»fll nro.oHn J)Nifttcanl I• IY' .. 
ttme d• l'#tGlma "· n .,, w,.,. ~ qw'w~W t~u, 
n1tritllo1t ••roil ~ 1.- to.ophct{o• tU..t J•..t. 
<t'ifolilorl•• -""'· '--" .. -·· -,.., ,.,..., .... 

G'*- • l'• 4 a; J...,.., ,.. ,_ II. II~._.,_ 
eft~ .. ,.. ... ••J'Jri ..... .. .,.. .... ,., 
- .. .... ,.-t_ .. - c .. ,...,_ •"' Mlrlle tl'IIN "'ullph. - 14 .... ..u. pollfli• • c,.#rl. 
ediN IJ.e ('0" iMpliqU.f '"' eetord eftf,.. lu Dl'fll" 

·- .... -. - .. .. ..,w. ...... r""'-""" no11 IN ,.,._ - ...- • ......... -" .......u "' • ..._.. o. ,..... .. ,,_ .. ""' r. uml4lrl OJOA. 
rieo-la du f'rl-•or t!ftl utdf'ffWWI • iN tor•t:w.'O 
prfli-lf qVI 4f tot' Ht'G tUHerl ~ ftntth 1114-
Ut•lloN 4ftr•~•ruu' oon.Mnllrool • 10 \'tol1rt 

• 
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• I'Am~ri'!Ut de II Glklle Glatlllrt. 

Cd.a """'" ritnifin qu 1u etlloritu tJmfl~ 
et {Nntf..U••• .Soli ,,.. «lUI WI otllru fJGIII 'l"i 
wtidroot ac!utor, 14 .., lt/1/ool, 4,. Milot ""'""· 
llrfn OWl (1411-UftU• ..,.,.,, 4 1"11: t.,.,., ~ "" 
p'IU - "' l~~t~l ,.OoM.I#t Hlplclluct - .... , .. ,, 
11h1 Dmdroot d• l'or au {o'IIIU .U C<IO~I# om~r(... ~ 
e<~in, pria qut 1m-o bltn •ntendu /O'IIdion dtl cour1 
du cllllog/1, D• mimi qu• I• gou"""'"''"' •h 
'IVAIMIIQID .. 111111 jiOU"N>tti a j>J)<Irolllllllftl mni/i-

l fl#r ., fJrl.Z •PI'•• ~· prtaw ;., u At .. n,, C'-.r 
din quo l'lquUtb,.. d., tllll10g11 '"' po""" ri­
llllter <k "'' .,..oo..,.ent ,.,.. troco,.. tm ,..... 
cwriN. n to•t.Wnt tU tiJt(, t6tttpt•, IOillt/oi.f, qv•p: 
A ... tl'lqu ,. ptU "' ror M u d<IIIMt ,., OriCI .,, 
<iMMid'tl lmou<<lbl# IUJIV(I 41,.. '""' et 4nlU; il 
ltnobl# que Ia d.Mril oollltl41 /IIIII IIObUitl prot>!,.. 

11Jir1 e<IOO(JOrll 4/}4, d.K ~~~ ~ - ga-
N!IIW - alfl£,oabl#. ' 

Q.,qi 9•'U .,. 1011, Ia tood.o{lcotwn 4" r/oimc 
allltl'lloln .u rtZJIOI'tatfo1t .u !'or IWt lt C<llllpli­
mnt ttkutalr• d1 l'accord. "'"""'"',.. triptJrtit• 
d" § ••pt-brt, conopj#~Mtd Qr'lfC1t auqv<l I& 
cooplrtuloo d.#• dl-1 (oo41 tl'ifoti4&tit>n det:lcul 
uno po"IIJUIU ,...llqu. &1, d0111 lA ""'""' ou 
Ia 1tobai1C 1111 det:lltl tUpnd do Ia tcchniq"" ct 
de la bonne t:olotat6 ;,,,,.natWna.ll, il •~m.blc: qu.11 
t'ungaaemeut cbttnu fh l'.liO~rtquc 10it de notur4 

I il (auoriltr lc rrloUr a tftrt •lobi/it.!, I 
(. /. 

Comruenl.aire offioiel b1·iW!nique 
J..a TresorerJO brlltJioiqu • A publl6 do !OD eO!~ 

le COl1UJIWllqu6 IUIVID~ : 

• Dell &ri'III&ODltDU tD >'Ill dt Ia too~roll~i 
lechnlquo avoo lu autorll41 1))01141.altel aux Etat.s­
t'na -~ mllnl.el>UL colllpl41h el llllt nouvel~ 
r~ltml!nlallon ...,.. pubiiM par lo •~UWrd de 
Ia Tr&orerlt d .. Elala-t'niJ Cllll pormetlra l tooa 
pa)ll sccordlnl dee f1<IIIW. Hclproque! d'obtw.r 

I ~ l'or auz &la~t1nlo tJI •bqt cle doU&r!.. 
• lA gou•&l'QIIIltJIL dt Sa MaJ .. I4 a pris d .. 

I 
diSj)O!ilioD.I pour qua dt lallt• raelll~! aolflll ... 
cordt!es l Londres aux outorllu amllrlulner. 

• L'ap llcaUOD <16 ttl eccord i'clleotu•ro au 
jour ~ '!our ol dovrall arandl!mCII~ lacllilor 1•1 
opfroUcna lecbDiquta du contr.~le Ilea chang ... 

P v .. arrtngemenu altnllalru onl 416 fall! avec 
Ia B&nque cle "Prance afln d'eaou,..r une cooptra­
llon Offoellvo tnl.rt ... !roil oeolrea flnanolerl!. • I 

Dut 1 .. milieux lln""!lt!'l anataio, on d6olare 
qu•u , • .,11 uatnUtllemenl d'un ucord (eod&lll l 
faollittr Ju opfrollono 4u oonWte du chontM. 
eL quo ttl eooard n'Jmpllque auowa rhangemtnl 

J 
dans Ia pollllque mon6lal,.. dt Ia Orade-Bre­
lllglle &f. n'affocla eo rlen Ia llbtrl6 do mou,·omonl 
do it. d8VIM brll'l4Dlque. 
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FEDERAL RESERVE BANK 

Of' NEWYORK 

October 21, 1936. 
Dear ¥r. Secretary: 

Last Fridq you asked ae oYer the telephooe to i.Dquire 
1D the market Whether there was 8Yidence that American i111portera, 
as a result of reemt d8Ya1uatioas in Europe, had tranarerred 
their bl.l7in& to the .. countries With d8Yalued currmcies. 

I han had inquiries made oa this subJect throuch our 
information departlllent and 8111 adYised as fol1ow11 

11 (1) .An oUicer of a lew York City bank discuued 

With one of that bank' a •ao11t illportant customen' the 

questioa whether or not they were cbancinl the soarcea 

ot their illports as a reiRllt ot chanced currency Yaluea. 

The custoaer replied that there was no reaaou to chance 
anythin& yet. French prices had riaen proaptly and were 

not 't•pt1Dc. 1 They already did a larse illport busi.Daaa 
With C&echodoYald.a, towards which country they bad aoYed 

their trade tolloWin& certain ditticultiea in dealing With 
Gei'II&D)'. 

"(2) J. ••ber of the Produce Bxcb&Die aada inQUiri .. 
which )'ielied the tollowi.D&: in leDeral, it 1a still too 
early to sq aD)'thiDI dec1111Ye. !JI -e cues d8Yaluatioa 
had been anticipated and haartar orders than usual bad been 
placed by illportera With their uoru.l 1111ppliara. Specitic­

a1ly u to CaechoaloYald.a, prh .. there bad b8111 raised, 
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10/21/36. The Honorable, 
The Secretr.%'7 of the Treasu%'7. 

4 9 

e. g., Bata, the shoe manufacturer, has raised his 

Czech-crown prices ll per cent ell l'OUDd. In Boll.nd 

prices ot tobacco products ha·u been raised tar mouch 

to penai t the c011t1Dued sbi~ent of Coanect1cut leaf 

tobacco to that COUDt%'7 despite the clepreciation of the 

guilder. 

ft(Z) An American exporter of lllining products nth 

whom I talked generally about the subJect informed me, in­

cidental.ly 1 that whereas he formerly did a nice barter 

bus1.neas With Wool110rth, Kreqe1 and other such fir11a1 

they tald.Dg the mark proceeds of hia exports and usin& 

them to PIQ' tor i.lllports o:r Ge.:rman goods, tor about three 

months past he had been doing no bua1.neas With th .. , the 

reason being that the Berl1.n-Wash1ngton arrangement had 

made such bus1.neaa impossible.• 

We shall continue ou.r efforts to gather further materiel 

subject and adrtae :rou az: to our succeaa. 

Bespecttu 

The Honorable, 
The Secreta%'7 ot the Treasury, 
Washington, 0. c. 

L. w. Knoke, 
Aaaiatent Vice President. 
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TREASURY GOLO STOCKS UP 4 000 000 OLS 

WASHN -

ADO TREASURY GOLD STOCKS 

WASHN - THE TREASURY uOLO STOCKS AFTER 

DECLI NING BY APPROXIMATELY 9 000 000 DLS ON 

OCT 17 SHOWED A GAIN OF MORE THAN 4 000 OOC 

DLS ON OCT 19 THE TREASURY DAILY STATEMENT 

SHOWS 
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REUTER 01 SPATCH FROM R I GA SAYS THAT f.' _,() 

FOLLOWING DEVALUATION LATVIA HAS TAKEN 

RAP I D ACTION TO PREVENT RISE IN PRICES OF IM­

PORTED GOODS BY CUTTING TARIFFS BY FROM 12 1-2 

PC TO BO PC ON RI CE SP I CES COFFEE TEA TOBACC 

-0 AND GASOLINE- THE GOVERNMENT ALSO 

HAS MADE A BEGINNING TOWARDS ABOLITION OF QUOTAS 

ANO CURRENCY RESTRICTIONS WHICH THE FINANCE 

MINISTER SAYS ARE MADE POSS I BLE BY IMPROVEMENT 

IN LATV I A-S FOREIGN TRADE OCT 2lr:;,v, 
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H.M.Jr: 

Pittman' s 
Secretar:r: 

H. li.Jrs 

H.U.Jr: 

H.JI.Jr: 

H.JI.Jr: 

H.li.Jr: 

H.JI.Jr: 

H.JI.Jr: 

October 21, 1936. 
12:32 p.m. 

I understood from Jlr . Oliphant that Jlr. - Senator 
Pittman would be here at twelve. 

Well now I tell :rou- I don ' t know just - just 
wbat has happened. Jlr . White, here in the offi ce, 
was with the Senator this morning and he left hi.m 
about lls30 or a little l ater and he said that he 
was on his wa:r to :rour office and that he would go 
there i•ediatel;r. Mr. White came here to this 
ottice. 

Oh. 

And I just called him (White) and he assured me 
that the Senator reaembered his appointment with 
:rou and intended to be there at l2 o'clock. 

Well now I•ve got another appointment at 12:30 
outside or the office. 

I see. 

And I ' m terribly sorry I missed him but I ' ve sat 
here tor thirt:r minutes twiddling my fingers . 

(Laughter) I just can't understand that . I don ' t 
know what could possibly have detained him because 
be •••• • 

•••• •• Well would :rou explain to him? 

I certa1nl:r will, sir. 

I'm sorr:r and I understand he t s going out west and 
When he comes back ••••• 

Yes, he leaves this afternoon at 3:25. 

Well when he comes back the next time I hope that I 
.can see him ••• 

All ri&ht • 

•••• and that he won't forget me . 

(Laughter) All right. You - you don ' t plan to be 

1n :rour office a little l ater do ;rou? 
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B.N.Jr: 

H.U. Jr: 

H. N.Jr: 

B.M.Jr: 

R.!I.Jr: 

- 2 -

No I ' m going out now and as a matter of fact I ' m 
not feeling very well and I ' m going home . 

Oh I see. 

And I told him that I ' d leave here and I haven't 
felt very well and I'm going home. 

I see . All right I'll be very glad to tell him 

I mean I don't advertise that but the str ain has 
been so great that I Just ~ to go home. 

. ... 

Well that ' s - that ' s too bad I~m- I tm very sorry 
that you ' ve wai t ed for him and that he didn' t - he 
didn ' t show up but • • • 

Well I tm sorry too . • 
• • • • I feel whatever it is,when we find out what lias 
happened,i t will be unavoidable . 

Right . 

All right, s ir, thank you very much for calling . 
Goodb;ye . 
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Secret~ry of State 

••.to. sh ington 

GRAY 

Parto 

Dated October 21, 1936 

Rec'd 2:15p .m . 

1027, Octobor 21, 5 p .m. 

FRcx· COCHRAN . 

;:>:n• i s excllnnge market quiet 111 th no evidence of Bank 

of Fro.nco oper~t1ng. 

At o. businessmen's lunch in Perin yesterday Paul 

Reynaud 1s reported by the pres~ to have said 1n part 

"Why is t t tlla t our country alone oeems to misunders tnnd 

the i~portnnce of the tripartite agreement wtth the 

Anglo-Saxon donocracies? 1'/hatevcr lliAY be one's op1n1on 

over 11hat the percentage of devaluation should have 

been, let us wo refrain trom lightly speaking as 1s 

too oftun the caoe of a further devaluation . I affirm 

that if the Goverrunent and the nntion do t hei r duty 1 t 

will be o.voided11 • 

~ocent gossip in m~ket circles as to the likelihood 

of :>r:- nco• o hnvino t o dev:11ue tho franc further hall un­

doubtudly choclred to some ex tent tho r e flux of French 

cn_>1 tal alii the improvement in rcntes . Responai bility f f1' r 

t his 0os c1p io attributed partly to a speech mode last 

week 
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U - 2- ;'il027, Oct . 21 , 5 p ,m. fran Paris 

week by tho Swiaa Minister of F'inance 1•herein President 

!!.eyer is roportod by the press to hove soid that France 

would h~ ve preferred to have gone beyond 30% in de­

preciating the fre.nc but that she was checked from devalu­

ing further by threat of reprisals from England and the 

United States . 

\'/hen tallcing with my Swiss friends on Monday I let 

ther.1 !mow that to the best of my !cnol'lledge the French 

rate was cha1 en with entire freudom and without any 

coercion on the port of any other country. Incidentally 

the Swiss were very happy over tho success of their de­

fense loan for which 235,000, 000 francs were sought but 

which 11113 oversubscribed the total reaching 330, 000,000 . 

Swiss National Bank officials told me the whole amount 

would probably be retained partly to facilitate early 

conversion of other loans and partly because of the 

difficulty in cutt1n8fown 

100,000 3Ubscribers . 

allotments to the more than 

French financial press carries American conjectures 

as to whether increase of approximately $10, 000, 000 in 

gold earmarked with Federal Reserve Bank of New York re­

sults from operations under tripartite agreement or from 

Chinese silver transaction. Pruss ccmment is also made 

upon Notional Bank of Belgium forw~rding gol d to New 

York . 
BULLITT 

KL? : CSB 
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B.!I.Jr: 

IC: 

H.K.Jr: 

K: 

H.!.I .Jr : 

K: 

B. ll •• Tr: 

K: 

R.!.I.Jr: 

K: 

B.U.Jr: 

K: 

Yes Knoke. 

October 21, 1936. 
4:07 p.m. 

Last Frida:r :rou ask ae to look into the question 
of shift in trade following gold bloc devaluation. 

Tbat' s right. 

Well I just want to sa:r I mailed a letter to you 
this morning giving the first results of our investi­
gation . 

Well thank you very much. 
this afternoon? 

Bow are things going 

Very quiet. We've done 911 000 pounds. 
no life to the market at al~ . 

What ' s the price? 

There' s 

4.89 we are pa:ring ; 4.89-l/16th others are offering. 

All right. 

All right sir. 

Thank ,.ou. 
Goodb7e. 
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Oct ober 21, 1936 

At 4:45 today ur. Bewley anc ur. Uallet came in 
t o see the Secretary . 

He said to t hem, "I have two cables from Cochran, 
one describing hi e trip to Belgium and the other one 
deecribing hi s trip to Switzerland. I m~ght suggest 
that you go into Taylor ' s room and copy the cables. 
I am trying t o write a speech and that i s whY I am 
asking you to go into Ur. Taylor ' s r oom.• 

Continuing he said, •cochra~ has reported that 
the Belgians and tho Swiss are .willlng. I have not 
yet made up my own mi nd what I am going to do. Tbe 
Swiss note does not bother me; the Beteian does . 
What we dsoide on Belgium, the way I look at it, may 
be cut ting the bridges behi nd us as to t he old gold 
standard -- I want to point that out to you - - as f ar 
as the Un~ted States is concerned . I am going to 
g1v~ you the ln!ormation r.e have. I would l i ke you 
to give it to the Chancellor and I woul d like hi e re­
action. Your problem is not the same as ours . If 
wo decide to go t hrough with t hi s , then we would can­
col all previ ous decrees . We would be doing business 
with Belgium on the decree issued October 13, 1936 . 
I am being very frank. This does not affect you. Do 
you get the signi ficance? " 

Ur. Bewley answered, "No , not enti rely. • The 
Secretary explained to h im, 1 The way we used to do 
it under the January 31, 1934 proclamation, we oper­
ated between gold points under t he old sold s t andard .• 

The Secretary then sai d , "The Belgian Gover nment, 
ao I underctond it , i s oak1ng available to us and to 
England and Prance the entire gold reserve of t he 
Government . I will try to make up my mi nd tomorrow. 
For us it i s a very important s tep. I would much 
rather have you ask me anY questiono you want if it 
is not clear.• 

Ur. Bewley inquired, •It Belgium wants t o buy 
gold 1n England now, t hey can? • The Secretary 
answered, • yes . OUr attitude is this: here are 
t hree countries who have entered into an agreement . 
We are not going t o o~~e any move without conoult ing 
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you. Here io some very important information . As 
a matter of fact , your Government must consider what 
I am telling you about the Swiss as extl'a, extra con­
fidential. They are giving us a price at which they 
wlll sell gold to us. They arc giving us their whole 
financial position . By Friday corning I hope to have 
an answer as to what I will do. In order to save 
ti~e , I want t o show you what Switzerland and Belgium 
have s igned and agr eed to do .• 

Ur. Bewley inquired, 11 I f Swit1.erland has not got 
a fund, how would they do it ? 11 HU, Jr 1 s answer was: 
"They do have a fund . I am givlng you this inforna­
tion in advance of coming to a decision ~self . The 
decision I have to make i s not one you have to cake, 
but 1n the l ong run it will be a ver~y important deci­
sion for c''" ryone . We have explo.ined to Belgium that 
we do not want to do ousinese on t he January 19~4 agree­
ment . I hope to spend most of tomorrow on this thing. 
Uy objective is again to try to clean it up by four 
o 1 clock !Jonday . 

"You cable this over -- just for their information. 
Can they see any repercussions to any of the three 
countries? One thought I have, and I have not de­
cided to say t h i& as yet , and that is where a country 
has not got a stabilization fund, that I say to that 
country in one day we limit you or ourselves to 
$10,000, 000. What I am worrying about a l ittle bit 
is that someone might use Belgium and Swi tzerland to 
attack us. We will not approach Holland, but will 
let her make up her own mind . Frankly , I do not 
like the way Holland is acting . I think she i s 
trying to make a little money out of this . We do 
not want to brlng any pressure on anyone to Join us . 

"I do not consider when Belgium and Switzerland 
do come 1n t hat they are members of this tri-partite 
agreement. I want to call them Junior partners, but 
Lochhead does not l i ke ~la .• U&llet suggested, 
•sattelites.• HY,Jr. agreed, sayi ng, 1 Yea, eattelitea; 
they revolve around ua. • 

ToUr. Bewley , the Secretary said, "I think, 
Bewley, you got the distinction. We no longer go 
between the gold pointe.• Bewl ey answered, "Yea, 

58 

Regraded Unclassified 



-3-

I understand, but I do not understand the machinery.• 
The Secretary's response waa, 1 You will when you read 
the cables. I would like to have a replY Friday 
morning, because I am leavtng here Friday at twelve, 
noon. I hope to aee the Preaident about g or 10 
that morning and I would like to have ao11e kind of 
an answer to show h1JD. ~ 

Ur. Bewley then said , 1 What you reallY want ~e 
the Chancellor ' s observations?• HK,Jr. replied, 1 1 am 
saving time by giving you the information in advance. 
This afternoon we are giving the same information to the 
French. • 
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TREASURY DEPARTMENT 

INTC" 0,-P'ICE CON WUNICAT10N 

OA TC October 21, 1936 

TO The Secretary 
~ 

'"o" lUes L<>nl!IM 

Expenditure of Federal tunda by ~-IIPA, in Septe1:1ber 1936, woe 

higher in 46 Sta tes than in Sopte~:~ber a year 0«0 · 

The averaaa increase for the country wao 56 percent. In 27 States, 

th~ i ncrease was 1:10re than 56 percent. 

The largest increaeee were 7JS percent in New ~shire, 35S percent 

in South Dakota, and 239 percent in llo r t h Ds!<otA. 

These increaaeo are exclusive of Federal fUnd• spent for relief or 

welfare by the Reaettlenent Administration or the Sooinl Security Board. 

• • • • • • 
Work relief aX9enditurea increased 268 percent i n the United Stateo 

co::r,>ared w1 th September a year 8£0· 

In 24 States, the inorec.se in September was eore than 300 percent . 

The largest increnses were Pennsylvania with 3,663 percent increaee, 

M4 lliaeouri w1 th 3, 3133 percent increase. 
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October 22, 19~. 63 
A group met in the Treasury at 10 A.M. for a diauuaaion 

of the inclusion of Switzerland and Belgium in the three-power 
gentlemans agreamsnt on currency. 

Those present were: Kr. Taylor, Mr. Oliphant, Mr. Lochhead, 
Mr. Baas, Mr. White, Dr. Goldenweiser, Dr. John B. Will iams ot 
the Federal Reserve Bank of' New York and Mr. Upham. 

Secretary Morgenthau came i n for a few moments at the beginning 
and indicated what was desired was a discussion or the proposals made 
by Swi tzerland and Belgium as outlined in cables f'rom lfr. Cochran in 
Psrie . One of the things that he thought might be given attention was 

the possibility of' one of the snaller oountriee being used as an 
operating point or channel through which speculation in foreign 
exchange and gold might take place. Be suggested the possibility of' 
limiting the daily gold t r ansactions ot the smaller countries to 
say, 10 million a day. 

lfr. Oliphant raised the point of ownership ot the Belgian &nk 
and suggested as a test or whether the arrangement was between the 
govern~~~ent of the Un1ted States and the governlll8nt of Belgi ua or 
between the government of the United States and the central bank of 
Belgium, a determination of the agency upon which any lose wguld fLll . 

Mr. Wllliams inquired whether there 1s in contemplation a mix­
ture of' the old and the new gold standards and asked 1t there was 
anything 1n the agreement with Prance to prevent the &nk of' Prance 
fr011 selling gold to private banks . This be ing answered in the 
negative, Dr. Goldenweiser stated that he thought it would be a 
violation of the spirit of the agreement. 

Mr. Wllliams raieed the point whether, under the new agreeMnt, 
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private b&nke would be permitted to operate 1n gold and 1t so at 

whose risk. He thought it might be possible tor us to retuse to 

accept gold except tram other governments. It the private banks 

are eliminated, be said, then gold transactions can be only by 

governments or by governments and central banks. 

64 

Mr. Taylor observed that so long as there is an open gold mar­

ket 1n London the details ot the arrangement with Belgium are not 

too important. 

Kr. Ol i phant agreed that the United States government should 

not tell any other country how to operate their own machinery but 

suggested that we might make reference to our own pattern as the 

desirable one , and perhaps let the Belgians know that d1acusa1one 

1n the Treasury here are being prolonged because ot uncertainty 

as to whether their gove~nt ia a principal in daily transactions. 

It was agreed that there was not much danger trom Belgium or 

Swi tzerland as a channel tor speculative acti·1ities in foreign 

exchange or gold and that it was neither necessary nor desirable to 

set any limit such as 10 mlll1on on daily dealings. 

It speculative abuse is developed it was thought that they 

could be curbed better without any daily limit than with one . It 

daily dealings ot 10 million are permitted, there could scarcely 

be any objection to transactions eaoh day of that amount, even 1t 

more than normal . 

Kr. Ol i phant wondered 1t the 10 million a day idea 1a a 

suggestion 1n a search tor a pattern. He asked what l1a1tatioo 

would be acceptable 1n making up a pattern to aeet the absence ot a 

stabilization t'undo 
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)(r • .Baas waa ot tbe opinion that the stabilizati on fund per 

ae i s not so important and that as a substitute we could accept 

soms form of Treasury guarantee ot operations. 

Mr. Taylor thought that might be interpreted as a suggestion 

that they keep their books a certain way 1n the form of a TreaaUl'f 

account rather than a central bank account. He feels government 

partioipat ion in the over-all agreement 1a enough. 

Mr. Oliphant was of the opinion that something more fundamental 

was involved -- that it ia a question ot 14eologr -- involving a 

question or whether the risk 1s to be that ot the govel'IIJII8nt and 

the people , or ot a privately owned central banll:. 

Mr. William& agreed and said that we are doing that nry thing 

and that he is tor it but thinks the mechanism ~or doing it relatively 

unimportant . Why should it not be through the cent~al bank and 

fo r its risk, be asked. It may be important later, he said, 1n 

connection with impounding of gold and regulation ot internal price 

levels , but the negotiations are still 1n an experimental stage 

and it does not make much difference 1n the small countries how it 

1a aet up. It 1s far more important to extend the area ot the agree­

ment than it is to quibble about technicalities and how the currency 

is managed. stability is the =sin thingo 

lfr. Williama md Dr. Goldenweiser were ot the opinion that 

insistence upon governmental participation 1n the covering agree­

ment i s enough. 

Kr. Lochhead rahed the point that stabilization tunde differ 

among themselves, ours not being 11\ce the British. A country with 

a stabilization tund might be aa unlike ua in ita operations aa one 
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wh1cb had no stabllization t'und. 

Mr. White asked whether dealing with the Treasury means through 

central bank11 only or through private banks also. 

66 

Mr. Willi~ thought the determination ot that mecbaniaa might 

be lett until later. Be thought t he questions r esolved themselves 

into (1} whether we are willing to reciprocate it the other countr1ea 

set up a stabilization fund, or (2} whether we are willing to recip­

rocate on some other basis. 

Dr. Goldenweiser added that be thought a third question might 

be whether we are willing to reciprocate it the other governments 

agree to abide by the October 13th agreement. 

Mr. Oliphant thought the pattern ahould be that we agree to 

do business with another governmenttl:lrou.sb any fiscal agent that 

they might designate. 

Mr. Williams wondered it it was not e nough to have an agreement 

with the govemment and leave the day-to- day dealings to the central 

bank . 

Dr. Goldenweiser agreed. 

Mr. Oliphant raised the point whether the statement or 3anuarr 

31, 1934 is really being superseded or whether we are only adher1ng 

to the old fashioned gold standard through a new channel. 

It was replied that the new arrang•ent 1a q..tite ditterent t~ 

the 1934 arrangement because under the new arrangement our private 

banks can't get gold, it being available for aale to other governae.nta 

only. 

There wae a good deal of discussion aa to whether the oable r~ 

Belgium indicated that the Belgian Treasury wa1ld act aa principal and 
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t he central bank as ite agent, or whether the central bank itself 

ia acting aa principal. 

67 

It was pointed out that the gol d 1a owned b;r the central bank -­

no t b;r t he Treasury and accordingly tor the Belgian Treaaur:r t o act 

as principal the gold would have t o be transferred to it. 

Jlr . Williama pointed out that it i .e only t he gove1'111118nt wh1oh 

oan change t h e price of gold or put an embargo on gold and that 

s i nce both Belgium and the United States h ave a f ixed pri ce tor gol d 

t here does no t arise an:r question ot stab1liation tund or otber 

account operations -- that it is really the automati c operation ot 

the old gold standard but on a new 24-hour baaia and transactions 

between the United St ates government and the Belgium central bank. 

He asked it the tact that a country was on the old gold standard m•de 

any difference and 1t what tre wanted was t or Belgium to go on a 

flexible baeia which would requi re a stabilization tund. He asked 

i t we wanted to operate with the Treasury as a juri sdictional 

matter per se or whether we think it to be the pl'Oper mechanics. 

Jlr. Oli phant suggested it might be unfortunate that the United 

States 1s on a fixed b ae1e . 

Jlr. Williams thought that in the case or a amall country like 

Belgium it did not make any d i fference it they had a fixed price tor 

gold but he stated that in the case ot England or France it would 

make quite a d1tterence. 

Jlr. Oliphant raiud the point that an agreement with Belg1IDI, 

which invol ved dealings with the central bank as principal, a1gbt 

eerve u a precedent tor aim.llar agreSJMDte with Oeraaen:r and Itai;r. 

The principal point ot diffi culty in t he Swlae agre-nt had to 
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do with t he epread 1n their gold pr1oe whlah Ill'. Loahbead 1nd1oate4 

was in the neighborhood ot ~ &enae tlw Prenah 1a 1/loth or 1~, 
oure 1e 1/2 ot 1~ and tbe Brltlah have pract1ca.l.l7 no spread at all • 

• 
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TREASURY GOLD FUND CONTINUES TO INCREASE 

WASHN - THE TREASURY-S GOLD FUND RE 

Ac 
HEo 

II 006 331 402 OLSON OCT 20 COMPARED WITH 

II 005 708 971 DLS THE DAY BEFORE THE TREAS­

URY ANNOUNCED 

-0-
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~ULLS ON AMERICAN & FOREIGN POWER ARE 

HOPING THE STABILIZATION AGREEMENT WILL AID 

THAT COMPANY-S OPERATIONS BY TAKING MUCH OF 

THE CURRENCY RISK OUT OF ITS FOREIGN TRANSAC­

TIONS- THE RECENT EARNINGS TREND HAS NOT 

BEEN CALCULATED TO INSPIRE ANY GREAT BULLISH­

NESS AND INTERESTS WHO HAVE BEEN CLOSE TO THAT 

COMPANY-S AFFAIRS ARE TAKING A NEUTRAL 

I o ·. !l1> 
POSITION FOR THE PRESENT 
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~ FRENCH FRANCS WEAK v , .:_...) 

( ~~ ~Vi'TH RADICAL SOCIALIST PARTY MEETING 

TODAY TO DECIDE ITS COURSE OF ACTION AT 
1 o :d-3 

FORTHCOMING SESSION OF FRENCH PARLIAMENT HEAVY 

PRESSURE HAS DEVELOPED AGAINST THE FBENCH ,.. 
FRA NC - A COMBINATION OF BEAR SPECULATION AND 

OUTRIGHT FLIGHT OF CAPITAL HAS PRODUCED SHARP 

WEAKNESS IN THE FRANC 

SPOT FRANCS NOW ARE OFFERED IN LOCAL 

MARKET AT 4 61 3-4 CENTS OFF 3 POINTS - THIS 

IS SHARPEST BREAK TO HAVE TAKEN PLACE SINCE 

THE EARLY DAYS OF DEVALUATION - MARKET IS ON 

THE OFFERED SIDE ENTIRELY AND AS YET THE 

DROP DOES NOT SEEM TO HAVE PRODUCED OFFICIAL 

SUPPORT FROM ANY OF THE THREE CONTROLS DESPITE 

THE ANNOUNr.En INTENTION OF MAINTAINING STABILI-
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TY IN THE RATES AND CURBING SPECULATION 

WEAKNESS IN THE FORWARD FRANC WHICH 

BECAME ACUTE SUDDENLY YESTERDAY HAS BECOME 

INTENSIFIED THIS MORNING - THIRTY-DAY FRANCS 

ARE OFFERED AT A DISCOUNT OF 2 5-8 POINTS 

AGAINST 2 1-4 YESTERDAY AND I 1-2 ON TUESDAY -

NINETY-DAY FRANCS ARE OFFERED AT A DISCOUNT 

OF B 1-2 POINTS UNDER SPOT AGAINST 7 AND 5 1-2 

POINTS 

ACTUAL TURNOVER IN LOCAL MARKET 1$ SMALL -

LONDON AND PARIS HOWEVER REPORT A GOOD 

VOLUME OF BUSINESS 

LARGELY UNDER INFLUENCE OF THE FRENCH 

DEMAND STERLING IS FIRM I~ NEW YORK AT 4 89 

3-B UP 3-B CENT 
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OFFICIAL SUPPORT FOR FRANCS fO :~S 

AFTER AN EARLY LOW OF 4 61 5-8 CENTS 

FRENCH FRANCS NOW HAVE RECOVERED TO 4 63 

1-2 CENTS - I T IS BELIEVED THAT THE RECOVERY 

IS DUE TO OFFICIAL SUPPORT THOUGHT TO HAVE 

COME FROM THE BANK OF FRANCE 

WITH THE FIRMER TENDENCY IN FRANCS WHICH 

HAS DEVELOPED IN RECENT TRADING STERLING 

HAS REACTED TO 4 89 1-8 AGAINST 4 89 3-8 

EARLIER THIS MORNING 
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LONDON- FEATURE OF FORE I GN EXCHANGE MARK ET 

WAS WEAKNESS IN SPOT FRAN CS ON RENEWED 

NERVOUS NESS IN FRENCH S IT UATION- BROKERS RE­

PORTED CONSIDERABLE S ALES FROM THE CONTINENT 

~UT THE TURNOVER WAS MODERATE 

DISCOUNT ON THREE MONTHS PARIS WEAKENED 

FURTHER TO I 3-4 FRANCS AFTER OPENING AT I 

3-8 FRANCS- DISCOUNT ON ONE MONTH PARIS WAS 

5~8 FRANC- THERE HAS BEEN NO CONTROL INTER­

VENT I ON SO FAR 

OTHER CURRENCIES WEAKENED SLIGHTLY IN 

TERMS OF STERLING- DI SCOUNT ON THREE MONTHS 

AMSTERDAM WAS 8 1-2 DUTCH CENTS AND ONE MONTH 

3 1-4 DUTCH CENTS 
ADO LONDON 

LONDON - FRENCH 

FOREI GN EXCHANGE \ ~f\ 

FRANCS WEAKENED SHARPLY \ , 

IN THE FOREIGN EXCHANGE MARKET THIS AFTERNOON 

THE RATE AT ONE TIME TOUCHING 106 37 AT 

WHICH LEVEL THE FRENCH STABILIZATION FUND 

INTERVENED ANO BROUGHT THE RATE BACK TO 105 56 
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· PAR IS EXCHANGE 

~ARIS-SHORTLY AFTER THE CLOSING~~ 
THE OFFICIAL BOURSE STERL ING AND TH~ 

DOLLAR CONT IN UED TO CLIMB REACHING 106 35 

AND 21 71 RESPECTIVELY- CONTROL WHICH 

HITHERTO HAD BEEN INACTIVE THEN INTERVENED 

~OLDLY BRINGING THE RATES TO 105 20 AND 21 52 

AND CORRESPOND I NGLY BELGAS GUILDERS AND 

SWISS FRANCS- THERE WERE HEAVY DEALINGS BUT 

TOWARD THE CLOSE THE MARKET BECAME QUIETER/ 
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CE CORRESPONDENCE 

co•nnnUL.. ru.u 
L. W. l'nolr 

,.-I:DER.Al. fltU£RV& 8A.NI( 

M NltW YORk 

76 

SUDJitCT,__TILJa'IIOII COIYDIA!IOI wrrB 

B-Rito'"' aown. __ 

I called K!". BoUon at ll180 With retermce to the wnlmeaa 

ot the franc. !here waa Dothin& nn other than what the anapapera 

bad prea•ted tor dqaJ the whol e thine dweloped fro. the poUUeel 

dtuaUoD 1D rranoe, where it ••• beliwed a split 1D the Blua 

GoYer1111mt waa poaa1ble. .l4d to that, Bolton cont1Dued, t he at~­

Uon 1D auope 1D r•erel, Spain, lluuia, etc. 1 md :rou haTe t he 

coaplete reaaon tor t he tranc' 1 wealmea1. lobod)- ••• •aki.DC an at­

t•pt to lllpport the hwac aca1net 'lh1oh IPeculaUTe dr1Tel had be• 

mr1Dnred t~ Tar1ous o•ters. I actioned that, aocordi.DI to one 

report reoe1Ted here, ther e wa1 widmoe of rmned hoard1Jlc of 

nerl1Dr and dollar a otu 1D rrancfl. .la tar u he knew, Boltoa laid, 

that wa1 Dot tl'UeJ the CUitODI OODtrol 1D JraDCe waa Yer;r ltrllrt and 

t.porta\1on ot rold eo1D or bmknotea aot at all eaa:r. To hh on 

IJ:noWled&e Bank of JDcland aot11 were nill rltul'DiDI !rom hoard up t o 

!he tranc rate ae .. ed to be turainl aa we were t•lktarJ 

Bolton cuohd •• 101580 bid aner lot 1/4 offered. ! he dollar •ark-' 

was ne&q all 4a;r et about 4.89 8/8. Gold ao•••t wa1 piTotiDI Oil 

t he dolll.l'-nerliDI rate. .lctual~a1neaa was 1111ch 1D acu1 ot tbe 
• 

tiprae reponed dolle at tiJ11DC• Gold CODt1Dued to be lbipped to 

In York te be added to ';rour poor UtUe rold hoard, I aa he pat it. 

I .... ~tideatial ratar••• to the lw111 apra18ed Willllll­

ae .. to .-t• •• t1ra R71Dc and ••u '"' ,11.111 tor rold With a apree4 

of ~- I$ D4 aalllll b1m wh-'her a a1111lar propcaiU• ha4 ooae •P 111~ 

tb• aow or n ... uae u ~·pan. BolMa r.,Ued \hat th.,. ha4 ... , 
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tr"&.DCRAL ftES£RVE BANK 

Of' NEW YORK 

77 

CORRESPONDENCE 

CO.,IDIII1AL J1LJI 

DATE 0 ....... M 1 UJio 

SUBJE~J QOJJ•mOI WJlB 
L._ •• , ..... 

-I-

no aU .... wUh \he hiN aleai \heN llae&J \he, wen 1D eoann 

with tacho\hq 'lnlt hM left U at \hat. ....-1111 a apl'eM ot •• he 

thoueht, 1D41eate4 tbat thq wen tl')'lq to prw•t ua ~ tn41q 

1D Bwi .. tnaea. 

L.1DC 
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ll"CDERAL RERft'VC 8AHK 
OF NEW YORK 
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CORRESPONDENCE 

COJIHDDtULJILIIL 

DATE Oo\o11or a, liN. 

SUIIJKC'n- fiLJP!IOILQQIYU't!XQI ln'll 

L . w. Kaoke ••u or DMCL. ___ _ 

I I ea.Ue4 •r. Caftpel at Utll M4 npone4 1111.etl7 u te 
1aarko\ q'llo\aUoee ben. I bS.Dte4 \ha' thll •llliDI' 1 aonUo ,._o 

aal'kat hero, ma for a U..o \ben wae • ~NTw 1.D alaht, ... ,an.t 

the a4'f'iaab111\7 of bb li'f'i.q 111 their 10ld prlo~~ U..o to r­

ut hera •• OllJ' op.aiJal n\her •~ u at pn-•,, anonae•. Carlpel 

~141•'117 npUe4 •wo 4.U11en'el7 aUo...S 'b• IIU'IIte\ •• ftll ap be­

oauea 1t le aU polUleal •4 " ..... to 11n 11p...U\ore a lea-, 

llblch the,r DOW ~o. I I ~- Ilia tor t.b11 latOJWaUOD. - \tao 

thi'J' nn\od ue \o open\o for til• 1.D tho •llliDI bon, we won Oft 

""""" 4o oo. I 1.Dq'lllrod wbdbw {lan alP'' • purob .. o of 

t r enos bad b- 1.D liDo with hS.e tD'•UOile a4 osplai.Ded \ha,, 1.D 

"bad ane4 1.D aooordaDH With \be parpoH ot thou­

Caftc11el nplled \ha\ \ha' wu aboob'el7 oornet. 
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PROM: Aaerican Dlbaacry, Pari a, rrauoa 

DATE: 6otober aa, 19:56, a p.a. 

•o., lJM 

PROM COOBIWI. 

I refer to telagraa Jo. 431 of October 31, 5 p.a., 

fl'oa the Department. 
naure• tor 

The/price of gold for Bwiae buying &Dd aelling 

are correct aa g1Yen in ay telegraa •o.lOal of October ao, 

ll a.a. 

At the tiaa I 41eouae84 the aatter of a declaration 

wah the three SW1aa •auonal Banlt ott1cara, I gaYe th• 

an idea of our day to day working arrangeaenh w1 th London 

&04 Par1a for fixing cold price 1n their raapect1Ya ourr.­

ciaa. Theea off1oere told ae that 1n lieu of &rriYiag at 

a day to d&y rate the Bwiee preferred to quota def1n1 ta 

prioea for buying and aelliag gold apinat their currency. 

The rate a aet are aubJ ect to ohaqe. Of oouraa, a wider 

41fferanoe axiata between the88 prioea DOW that the 8w188 

are no longer on the gold atandar4 than there •• when 

the gold wUpt •• laplly fh:e4 for the 8W1ea true UDder 

the foraar -y•t•• I undaretand t hat a• etab1lisat1oa 

'he 
;;,f/ovrrenoy prograeaaa, the Bwiae will aaak to oc.preaa 

thh apread. 

Today I receiY84 a letter troa Bao~'llD, dated Octo­

bar :n, atatiag that on the twentr-th1rd ~he Swhe Fe6-

e~ 
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val 00Wlo11 would paee upon ~· queet1CD of the 1w1 .. 

4eolarat1oD, 811.4 tbat on 'fv.eedar, October 3?, tlle Board 

of Gelleral •eupre of the 8w1ee WaUoD&l BeAk woulcl eulaU 

the queet1011. for appro.al to ~•1r board of delecatee. 

BULLI!!. 

:U:Lft 
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PARTIAL PAR.t.l'HRASI OJ TELIGIUK REOIIVID 

J'ROK: .U..rioan lllba .. y, Parie, lr&DOe 

D4!J:: Oo~ber aa, 19:58, 6 p . s. 

10. : 10315 

rtiOK OOOBRU. 

Parie exchange .arket witneeeed a wild day with 

mos t ourreno1ee fluctuating o.er one per cent againet 

81 

the franc . Dollar tor instance opened at 31.50; aOTecl 

to 31.74 &nd t hen wae brought b&o't to 21. 51. rrenoh 

control i ntanened when rate t.ba&e aoared agaillat tr&DC 

&D4 brought thea down Yery etfeotiYel y throQgh giYiD& 

sterling and dollar and taking franca. Ky aarket oontao t 

aaye rr~noh control &lao operated i n to~d aarket 

reducing d.iacount f r oa l-lS/18 t o 1-S/18 tor three aontha. 

Peaaillli• of yuter4ay and today with reapeot to fr&DO 

atnibu.ted gener~ly to politic~ reaaona auch ae poa­

aibi lity of Little Entente statee f ollowing Belgiua'e 

neutrality ea-ple and UDO&rtainty ot Radical Sooialiete 

coDYention co•enecl today at Biarrits. 

Thi s eYeniD& I had a telephone conYara&Uon wUh 

Oariguel. Be had peraonally aupenilecl the control op­

eration• today on the .arket. n •• Ilia opi.aion that 

do.esUc polUioe 11.&4 giYen tll.e apeoul.atore oourqe to 

try to bear the fr&DC dOWD, &n4 hie IQCOell ill oheoll:iDc 

thia aO't'e plealecl 11.1a. 

Stat••' ot Bank ot rranoe a e ot October 18 allowed 

no ohenge in gold holdiJI&e; &dYanoee apinet gold up 

W,OOO,OOO, tranoe; so-day &dYanoel doro~. SOO,OOO, OOO; 

no c llulce ia et&h Ueae; 41eoowate clo1nl 780,000,000; 
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oirQ.llation down 407,000,000,· d-ol1t. down ?11 000 000· 
-r ' ' ' 

coYezage M.l5 •ereua 6:5.38. 

Preae today c&rriee ~idenUy oft1c1all.y i nepired 

denial of ruaon that ooaing finaooial. aDd bwlgetary pro­

proe&la of French Treasury will oontain proviaiona for 

taxes or leviea on capital. 

Under city noh, LOIOOI TIMES today eaya in pazt 

eaoothly but the Du.tch &ll4 Slrha ratea are attll. UAder­

going the rea4jua~ent proceee caueed by the devaluation. 

These exobangea now ahow a greater iDdependenoe of the 

French franc than wae the oaae before the gold bloc 

diaaolved; thia independence ia of course due t o the 

better condition of their f i nancing. The tend of the 

French fr&DO yeaterday again attracted chief attentian 

in the f oreip excM!lge aarltet and Ua wealtneaa •• ee­

peoia.lly shown 1A the fo~rd rate . This cannot ~ 

attributed to politioa alone; until the awkward bud&et 

corner baa been turned, and there are eigne of a def­

inite iaproY•ent in eoonc.io conditioaa 1D France, the 

return of oOILfidace ia boUJid t o be alow. 1 

BOLLITf. 
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October 22, 1936 

At. 5:15 o'clock, t he Secre Lary h~ the following 

group in his office: Mr. Haas , ur. Bell, llr. Upham, 

llr. Taylor, llr. Oli phant., Ur. Lochhead, Dr.~Feis, Dr. 

Goldenweissr and Dr. Williams. Tney were present to 

discuss the action to be taken on the requests of Belgium 

and Switzerland to Join t he tri-partite agreement. 

~. Taylor expressed the opinion of the group 

which had been discueeing the matter. He said, "The 
f i rs t. point is , doss extending this facility to Belgium 

open up very large or serious opportunities for specula­

tion on the part. or others using Belgium as the medium? 

We don't think so . Second , having to do with the de­

sire to put a limitation on the amount of operations 

from day to day , as far as Belgium goes, such as the 

$10, 000,000 figure which you suggested. We also don ' t 

think so. The third point , which is the important one 

having t o do with this question of Belgium having a 

central bank rather than a stabilization point and the 

completeness -- completeness is the proper word -- or 
the undertaking of the Belgian Governments; 1n other 

words, are they actuallY t he princi pal or ie the central 

bank the principal, was the subJect or great. dlecuosio.n 

and I thin~ you had better turn that point over to 

!.!r . Oliphant. • 

The Secretary ' s comment was, "If you don ' t mi nd, 

that. point hits 1:1e the least.. What I would Ulte to do 

Prof. Williamo can't stay here more than a day.• Dr . 
Williams answered, "Yes , I have classes.• The Secretary 

asked him, "Have you classes on Monday?• He answered, 

"Yes . Perhaps I could do something about t hem, but I 

have classes on Monday.• 

HU,Jr. then said, •wnat I want to know -- the thing 

I want to get out of you people, especiallY Dr. Williams , 

and should I eay •our guests', i e this point: what are 

the pros and cons tor our putting Belgium on the October 

13th basis and cancslltng everyth ing, withdrawing every­

t hing, that we have issued prior to that tor anybody to 

sell them gold . That ' s the point. in wh ich I am most 

i nterested . To me the rest of the stuff we can sort 

of do in our own shop, but. that is the important thing, 
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because when we erose that we are cr ossing a very i m­

portant bridge , in ~v opinion. Would each or you talk? 

Dr. ~illiams, will you p l ease apeak firet?" 

Dr. Williams said, "I think it is desirab le to 

do that?• H!.l,Jr . said, 'You do . • Dr. Williams caid, 

"Yea . I see no objection.• HM,Jr. asked h1m, 'You 

fe el that ' s all right?" Dr. Wi lliams answered, "Yes. " 

The Secretary then asked Dr. Goldenwei eer for 

hie opin~on and he said, ' I f eel the same way . I feel 

in the fthole set- up, with the Belgian price being f ixed 

and lt not being 1n any position for that reason to have 

any undesl~able fluctuatione, I thi nk i t is a very good 

~ning to do, to say that r.e are going to admit each 

country on ite merits without any blanket authority . 

Now we are admitting Belgium on such conditions as are 

mutually sat.istact.ory and we will admit any other countrie s 

on conditione t hat are mutually sal isfaotory . I t hi nk 

it is a good thing t o do .• The Secretary askod, "Vou 

do?' Dr. Gol denr.e iser ~~swered, ' Yes, sir.• 

Dr. Williams added, ·~ reservation would be, I 

would f avor a somewhat definite arrangement with the 

3elgi ans from th~ one you now have with the French and 

British, but on t he question you raised, I certainly am 

1n agreement . " The Secretary remarked, "I will come 

back t o you i n a minute, it I may, but ! would like to 

get t h is one point that bother s me the most.• 

He then aske~ Dr. Feis for hl s opini on. Dr. 

Feis said, "I agree. " TUrning to Dr. \Vllliams , t ho 

Secretary asked hi m t o cont.lnue his remarks. Dr . Wi l l iams 

said, "As t o t he d ifference, it seems t o me lt is desirable 

to have an under s tanding with the Belgian Government, but 

that a~angement would not need t o bother the French or 

9rit1sh altogether. Ther e are some differences in t he 

s ituation. They are of~cri~~ us not a fluctuating price 

of gold, but a fixed ~ice of gold. Aa I see it, there 

would not be much, and per haps no t any, occasion f or 

operat.1one in their exchange . I t's mor e like the ol d 

gold standard; i n tact, it ! B J ust like that . I t can 

be terminat ed at t he end of 24 hours and that, as I under­

s tand it , Lhere v:ould be no private commercial deal tngs 

ln gol d . In other words , it ls not an equsl1zet 1on fund 

operation, but mor e a gold s tandard operation and f o r 
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that reas on I would t hlnk t hat, provi ded you had a 

clear understandi ng wlth t he Belgian Government that 

they en ter into the agreement of October 13th 1n all 

its r espects , I think it woul~ be unnecessary to in­

s i st upon set ting up a Treaoury fund t or operations 

because , a s I ee e it, t her e would be no operat ions . 

I t h ink you could go along more or lees with their 

sugge s tion that the Bank or Belgium undertake to buy 

ancl sell gold. • 

The Secretary said to Dr. Will i ams, ~Uny I put 

1t this way? As Cochran describes the s11.uat1on 1n 

hi e cable, you feel that \1e can accept 1t7" Dr. Williams 

answered, • I "ould think so . It l!lBJI be tbD.t you would 

want to strengthen the ~~derstanding that it is an under­

taking between Governments. I personallY fe el 1t i s 

strong enough, but it may be desirable to make it stronger. 

If it s tarts orr by saying, ' The Belgium Government de­

clares and certi fies that the central bank wlll do t hus 

and s o •, in my mind I add to that the fact t hat the Bank 

of Bel gium has no authority to put an embargo on gold or 

chango the price or gold . Those are governmental func­

t i ons and that being eo , I csnnot see that we need any 

s trengthening of the agreement . But perhaps I 8Il wrong 

about that . I don 't see, though, that there i s any oc­

cas ion tor insl.sting on Treasury oper a tions trom their 

end as the operations would be really the old-fashioned 

one or buying and selling gold at f ixed pointe.• 

The Secretary t hen asked Dr. Vl1111ame, "P.ow do 

you reel as to Switzerland?' ~e replied, 1 I reel the 

same way. They propo~e to do lt there through a etabil­

lzat lon fund . I t hi nk that i s a car.ter for them to 

decide . If they want that fund, I take it t~~t it 

c eans that they are not certain in their mind what the 

exchange is go ing to be fina l ly ; what t he price or gold 

is go1.ng t o be f i nallY. I note t ha t they saY ln t heir 

most recent r.clegrac that they propose to of fer us a 

fixed pr1co or gold . I should say t hat that was ac­

ceptable ~~d that the method of carrying i t out, whet her 

through the bank or the sr.ab111zat1on fund , is 1n such 

case a detail; in any caeo, a domestic question for them.• 

•r see,• t he Secretary commented. •Anything you 

want to add?' Dr. Williams ane~ered, "I do want to make 

it clear thAt 1n the case or England, France and the 
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Un i ted States that there is a very valid reason tor 
1ns1s t1ng on a stabilization fund for Treasury opera­
t i ons , because there you are dealing with a new t hing. 
You are deali ng with a f l uctuating pr i ce of gold and 
contemplating operations 1n the exchange. • 

1 As I see the picture,• the Secretary sald , •we 
are not bringing lnto the par tnership as a full partner 
either Belgium or Switzerland. We are Just offering 
them t he facilities. We have three partners an~ l t's 
a closed partnership for the moment. We are simply 
offering t hese people the tac111t1ee which if we don ' t 
offer t hey wlll got in Parte and London and it just 
shuts New York out of that world market.• Dr. Wllllame 
added, "And lt may raise some awkward questions in the 
public m1nd. 1 HK,Jr. then said , 'It might be favoring 
t hese people t oo much , but I have no intention or br1ra­
i ng t hem into full partnership.• Dr. Williams remarked, 
1 And if we reject t hem, it may raise some awkward prob­
lems.• 

The Secretary asked Dr. Gol denweiser 1f he wished 
to add anything and he said, "I havo nothing to add be­
cause I agree enti rely on that. There are plenty or 
arguments , but I don't think they are necessary at t his 
t ime.• 

Wnen t he Secretary asked Dr. Feis , 'Have you said 
enough on this, 1 the answer was, 1 I rather was of tne 
opinion that t he commitment ot tne Belgium Government 
needed greater precision and greater fullness and you 
indicate an alternative attitude, that is, that lt would 
not be a full partnership relation. The object of what 
I had in mind had been to make sure that the obligations 
resting on the Belgians were no different 1n order to 
make it a full partnership relation. If i t is viewed 
in another way and decided that is the way to do, then 
I would come back with even more certainty to the idea 
or the da.lly limit. I wouldn't even put 1t as high ae 
$10, 000, 000. I would put it as low aa $5 ,000,000 which 
would certainly represent the full t otal of legitimate 
deoande between Belgium and t he United States because I 
am not sure -- I would like to 11cten to full discussion, 
tnough I doubt whether i t would be conclusive now -- as 
t o the poss1b111ties of operating through Belgium, for 
example, on the pound sterling rate. I t h ink I could 
take time and work out some hypothetical situations i n 
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which 1t mi ght b e done, especially it the Belgian au­

thoeiritss are not committed a s fully t o t he whole 

undertaking as t he other partners so t h ey would not 

feel the same sense of responsibili ty.• 

Ur. Uorgenthau then asked Dr. Fe1s , •uay I ask 

you a ques t i on. As t ho repres entati ve of t he State 

Department, do you think if I l et this go over until 

Monday I am inJ ur ing anybody?" Dr. FBls' answer was, 

•certainly not; certainly t he other wayaround." 

The Secretary- sai d t o Dr . Fete , •would you mind 

getting off a cable to Cochran that due to preseure of 

business we f ind that we will no t be able to give this 

metter of Belgium and Switzerland f ull consideration 

unti l !Jonday , or something like that . 1 l.!r . Lochhead 

suggested, "I woul d like t o say t he early part of t he 

week, • Ur. Oliphant agreed, saying 1 Thnt' e good .• 

Mr. Morgentha u said , "Yes; instead of saying Monday. 

TAe combination of doing my speech and two tor the 

President has put everybody t hrough t he key-hole and 

I think t hi s is t oo i mportant.• 

Mr . Lochhead r emarked , "Wednesday i s Dr. Williams' 

tree day . • Dr. Williams said, "That 1 e a very small 

point, but I am free on \Vedneedny and Thursday. • The 

Secretary then said to Dr . Williams , 1 You are invited 

here for Wednesday. I have other tnings t han t his whi ch 

I have not had t i me to talk about . I would be delighted 

to have you. All r ight; I think t hat ' s all. I am tre­

mendously obliged to all of you tor your patience and 

ooneid er aticn. • 
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October 22 , 193~ 

The President told me to tell Joe UurpnJ to go 
over and try to make his peace with J. Edgar Hoover, 
tne President evidently having i n mi.nd to appoint 
Joe Uurpny as nead or the Secret Service . 

88 
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I told tne President that I had given ~ word to 
Homer Cummings tnat Uurpny would go to tne Pacific 
coast and tnat he, the Pr~aident , would have t o make 
peace wi t n Cwnminga . Tne President reiter ated t o me 
tnat Llurpn,y anould see Hoover . 

I spoke to Uurph,y t oie corning and explained to 
him what the President ' s wishes were about nis making 
up with Hoover and he flatly r efused to do it. He 
sai d, •Hoover and his cen can never explain why t ney 
snot Green in tne back and 11' and wnen Senat.or IJcKella.r 
calls on me tor an explanation I am going to gi ve him 
the facts just as I know them • 

I told Llurphy that t he only suggesti on I had was 
t nat att.er election he have a talk with the President . 

Regraded Unclassified 



October 22, 193~ 

11 a.m. 

I know wll&t t.he President 1 s plane are a!t.er 
election. I do not want. t.o be Aere alone. I 
want Jack Garner to be here. I ment.ioned it. to 
t.he President, but. he is eo bush he did not pay 
muon at.tention. When the Pr esident leaves here 
on November 11, I think that Garner should be here . 

89 
~ .. 

Regraded Unclassified 



Operator : 

H • • Jr : 
L!aJ•riner 
Ec~ler : 

" . \I .Jr : 

" · I.Jr: 

T : 

" . U . . Jr : 

E: 

P • ..! •• Jr : 

!!. !.Jr : 

E: 

'1 . ~ . Jr : 

E: 

" · I. Jr : 

F: 

P. I. Jr: 

Go ahead . 

Rollo? 

Hello . 

nello > ·~arrincr? 

Yes . 

Henry t nlkinc . 

f!oy, are you this morning? 

October 23, 1936 . 
9: 53 A. !.1 . 

Oh, pretty \\ell . What do you think of the 
Govern:nent bond m:lrket? 

Well , I - ~;ell, just what do you moan? You mean -

\'/ell , I mean what - nhll t is the WltY 1t • s been 
act ine the last coupl e days? 

Well, i t 1 s - you can' t expect it to always be 
exactly steady or t o be goi ng up. It 1 s - I don •t 
think 1 t bas - it hasn 1 t shov;n enough weakness, 
do you think, to be - to be impor tant? I know 

there ' s been a good decl of talk among bonker s 
for some time ever s i nce the st abil i zation agr ee­
ment ~"S been made . They • v~ anticipated , of course, 
that t l,ere ' d be soc:te gold go out . 

Uh huh. 

The psychology of gold going out, of course, would 

be t o r educe excess r eserves n1rl I think it ' s 
purel y a psychological reaction. 

Is the open mar ket committee doi ng anytl'dng at all 

the last day or tl.o? 

I don ' t t hi nk s o . 

Uh huh. 

George is away. 

Uh huh; 11ell -
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1': : 

H. !.Jr: 

E: 

F. • •• Jr : 

E: 

!l . •t . Jr : 

F: 

H.U. Jr : 

E: 

H. t . Jr : 

E: 

r• ••• Jr : 

E: 

''· '" . Jr : 

E: 

u .. Jr: 

- 2 -

George - Geor ge i s out i n - he went over to Kansas 
City and then he 1 s goine down to DallRs . 

Geor&e who? 

Georcc Harrison. 

Oh. f. ell, Then he coes II 'fillY the bond market fa l ls 
1 somethi t. hl>?pens - is thl>t it? 

(Laughs) No, I wouldn ' t say thnt, r wouldn' t s•y 
that . 

Yes . 

We ' ve - he ' l l be - we 1ve t;Ot a meeting called for 
next Friday . 

\.ell , supposinc the bond market continues to fall 
four or five thirty- seconds every day for next week. 

;·,en, we 'd get - r.e •d get in touch nth you and see 
what you l>anted done. 

Oh, I seo . l'le:a , I was Just curious . 

l'lell , you v;ouldn ' t want us to go ahead and suppor t 
a market without gettin8 in t ouch •·ith you, would 
you? 

Oh, I - no - I - I - I ' d be deliGhted to tc-lk it 
over 1 but I just wondered what the Board - what the 
Board thousht of this Governo~nt bond ~rket the 
l as t couple d~ys, that •s all. 

VIe - what we ' d like &o do as far as the Reserve 
System is concer ned i s - i s increase ver y substan­
t i ally our long t er m holdi ngs . 

Yes . 

Well , we •ve - te •ve got a r esolution giving the 
Executive Co~ttee -

Yes . 

- of the Open Uar ket Committee -

Yes . 
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l! .lf. Jr : 

... 
~ · 

H. I . Jr : 

H. .Jr : 

E: 

H.U.Jr : 

E: 

E: 

" · J. Jr : 

-. 
~ -

P •• Jr : 

E: 

H. 1A.Jr : 

E: 

H. I. Jr: 

E: 

- J -

- our support a s a Board - wouldn ' t -
take any ac t ion on it because it •s of 
to thr Open l.!ar '{et Co~':littee . 

Yes . But George i s away. 

Wh'"t i:> H ? 

(Lauchs) But Geor ge is away . 

wouldn't 
course up 

Oh well , George is - he went - he simpl y went 
ovor to Kansas City a couple or days ago . 

I see . 

Of course, the - t he - whenever ther e ' s ever -
whenever there 1 s been any - any mar ket that you ' ve 
been concerned about, you•ve usually cal1ed up 
and said something about it . 

No -

And I 1ve f el t t hat -

No, no, I •ve never done t hat in my l i fe , 

Haven' t you? 

No , no, we ' ve al ways taken car e of t he Government 
bond mar ket ever since November 19, 1933 , without 
anybody ' s hel p . I never rod nny help and I never 
asked for any hel p. 

~el1, or course, the - the mP r ket -

I don't -
- the m~rket has shoT.n as much weakness before 
as it ' s sho\vn i n the last two or three -

I never ca lled up anybody since I •ve been here . 

Wel l , I t alked to you about i t , then. 

That ' s perfectly possible, but I •ve never called 
up and a sked for help. 

Wel l , do you - whnt do you think about it? Do you 
think -
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!f.li .Jr : 

E: 

li . ~ . Jr : 

l : 

• Jr: 

E: 

H. •.Jr: 

... 
~ . I! . Jr : 

F. : 

Ol . li .Jr : 

E: 

11 . 'J . Jr: 

- 4 -

Oh, ~'<ell , wo ' rtl - ;·,c •r e doin{; whtlt \'ie always do . 
l'le - we 1 r e taking care of it . \'le took care of 
it yesterday, ~e took care of i t the day before , 
~e • ll t ake care of it today, and we take care of 
it right straight along . That •s the whole point, 
and tl~t • s jus t t he point that I want t o make . 

rell , we •ve - we •ve got an order to buy up to -
tbat is , on authority t ha t the Commit tee 
gave to tho - the the Executive Committee to buy 
up to five hundred million of long term bonds ; 
that i s , a shift from s hort to long. 

Yes . 

And ,,e hove had an understanding wit h Burgess on 
it that r.e v1ould attempt to pick up t hos e long 
term bonds so as not to put t he market up at times 
when the market showed .,.,eakness . ~lor, t hey ' ve been -
been buying a f ew long teres . I don ' t kno¥ lih8t 
they ' ve done the l ast few days . But I kno• her e 
a while oco while I was away t hey picked up a few 
when the market showed some weakness • 

Well , I - I jus t want ed to register that - 11hat 
we 1re doinc - and -

v,ell -

- and that we - t hat 'hen - wlwn the things are 
cr itical, t he Treasury -

You cGn -

- t akes car e of the bond mGrkct . 

Yes ; well, you can - you can figure that so f ar 
a s v.e •re concerned - at least, so f ar as I 1m 
concerned -

Yes . 

- that we•re - we ' ll be - ~e wont to cooperate, 
we want to support the mar ket; in fact, we want to 
get a lot of long term Covernnents. 

Yes, but Jus t let me r egist er this, uarriner . 
We •re still doing t he operating, see? 
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' · .Jr : 

!1 . 4.Jr : 

R: 

H. J. . Jr : 

E: 

"'. • · Jr : 

H. LI.Jr : 

E: 

n . ~ . Jr : 

J" : 

H. '! . Jr : 

E: 

11 . LJr : 

- 5 -

You "'hat? 

\1e 1re still doing the oper o.tin.; . 

Vlell , do you want us to do it? 

No, but I just want to r egister , see, with you -

Nol'. , do you mean you 1 r e dissatisfied with what 
11e 1re doing? 

No, no, I - it' s - it ' s no differ ent than it ' s 
been >tny time since November ' 33 . See? - as 
far as we •re concerned . And I just ~ant to 
r egi s ter t hat with you . 

Well (la ughs) I - I figured from l!'het you said 
this morning that you feel that r.e probably haven ' t 
done what ¥:e should do to coopcr nte . 

No, no - I mean - I •m jus.t registering t his today . 
V1hcn I s ee you next Tuesday , I' 11 talk to you more 
about it, see? 

Well - but I ' m - here ' s t he -

I mean we ' ve had a weak bond mar ket , the Tr easury 
steps in on a second ' s notice and buys for our 
a ccount; we have money . You•re f r ank enough to say 
you don•t know what t hey've done up t here . 

No -

l'lell -

- but t hey -

You don' t even know \.hat your own Open Ltarttet Com­
mittee has done , but you do wa nt to know hourly 
what t he stabilization fund does . And I just want 
to register that. 

Vlell -
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I kno\V ~.hat you people hDve been doing, because I 
1 
ve 

got to keep t r ack of it . And the point is, that I've 
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ll. l.I.Jr: 

E: 

1!. • Jr: 

H. . Jr: 

E: 

H. lol . Jr: 

E: 

- 6 -

said befor e and I 1m going to say it now - I want 
cooperation, I ' m going to give cooper ati on, but 
up to now and up to ten o ' clock today, we still 
do ull tho oper ating . Now just think it over 
and 1"hen V1e see t oo -

r.ell , 1f 
attitud 
market . 

Yes . 

- if - you - you•ve known of c ·ur~c my 
~ith refer~nce to supporting the 
You ' ve known -

- that we wanted to increase our holdings in long 
tern goverrunent bonds . At tho time 1•.hen r1e 
increased reserve requirements you - I understand 
that you mnde t he statement thnt 1\e had taken 
thct action and wer e not - and George Harrison 
had said that he knev1 nothin& at all about •:hcther 
r:c b::.d don anything to support the long - to 
support the governm~nt bond market . That ' s the 
morninu that r.e announced the increase in reserve 
requirecents . \1ell nov. , that isn •t t rue, because 
I talked to George Har rison the nicht before and 
had a very definite understanding wi th both Harrison 
and with Burgess that they ~ould buy government bonds 
t he next mornin&; so that whun you talked to Harrison 
on the phone and you said - as I under stand it, 
Harri:;on said to you th:lt he didn ' t knov· anythin& 
about it. 

y s . 

Is that correct? 

As I understand it, as I snid it, when I t alked to 
George a t five minutes of ten that mornin&, ho 
said that he had no under standing and didn ' t know 
\';bat to ·do, wanted to know what y,e were going to 
do and talk it over; he was very nervous and very 
excited . 

Well, the next tine George cocos do~ I think I 
better bring - I -

Uh, r.ell -

George tells you one thing and ho tells me another. 
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H.l.l . Jr: 

B: 

H.14.Jr: 

F: 

I'. •. Jr : 

E: 

H. \I .Jr : 

l : 

!l. !.I . Jr : 

E: 

H.Jl.Jr : 

E: 

H.U.Jr : 

E: 

tl . 'l.Jr : 

E: 

B. I.Jr: 

- 7 -

?Jell, we CRn - the three of us can meet. 

Huh? 

T"le Lhree of us can mee t . 

Tbat •s what he does . 

i•ell, anyhow -

Of course, I under--

I just wanted to say - I just thought you •d like 
to knOI'I t hat we ar e t ak i ng the bonds as the bonds 
ar e dropping and v1e 1 re - we took four million 
dollars yesterday, and it ' s a very weak market , 
and we 1r o t he only governmental agency that is 
supporting it . 

Well , I'll get - I ' ll - I'll call Burgess and 
see wbat he ' s doing for the - for the System 
account, Rnd if he isn' t doina anything why he 
isn•t . 

Yes; well , I know -

This -

v;e - we •ve got ample funds ; we C'l.n t !W:e care -

Y:ell , I know, but we •ve - t~e • ve been Yianting to 
increase our holdings -

The 11hole thing -

- for the government for months . 

But her e ' s the whole point. Here ' s your own Open 
Mar ket Committee and I don• t -what you SPY­
nobody on the Board, including yourself, knows 
what they're doing 1n the government bond ~rket, 
but you do • ant to know hourly v.hat t.e •r e doin& in 
the Stabili zation Co~ttee. 

No v.e don•t. 

Oh yes. 
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No, t~ t i sn 1 t right . 

Oh yes, and -

It isn• t a <;uestion of !mo111n, hourly, and 1t 
isn•t a ~uestion of - you ta ~e on the operation 
of the mar ket , we get a report on - on what bonds 
they ' ve boueht , what bonds thoy •ve shifted . 

Yes . 

Vie don ' t ge t it every day becnuse we didn't figure 
that t here was any - t hat we f igured tha t Burgess 
would call up if ther e was any situa tion there that 
re~uired action . Now, Burgess didn' t cell yesterday 
and aoparently he should have called. 

I don ' t know; I don•t kno1 . As far as Bur~ess is 
concerned, the Treasury does a swell job f or him . 
Vie have no complai nt . 

Well , you - you appar ently f eel t hat we - I menn 
we haven• t done wha t we should have done . 

Ito , I just f eel th.'l t conditions are just the •·•Y 
they 've always been. The Treasury has to be on 
the f i ring line and it i s on the f1rin6 l i ne, and 
we •ve got an oper a ting job hero, and we •re doing -

17cll, 1f the Tr easury 1\llnts to drop compl et ely out, 
we 'll take care of the mar ke t . 

(Laughs) Well , if it did it ' d be t he las t t hing -

V.ell, I ' ve - I've - I •ve -

It would be t he firs t tiMe since November •JJ 
t hat we have . 

I've given you that assuraJ.ce t ine and again that 
we were to t ake soce of the increased reserve 
requirements when t he mar ket went down . 

Yea . 
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We would have t aken all the bonds but you said 
you wanted half of them. 

Oh no - no, no, n- n-no. That's incorrect. 

Huh? 

No, no, n-n-n-no. Tbat•s incorrect . 

l'ie split t he bonds that llero purchased during 
that period. 

True, because George Harrison and I came to that 
understanding at 'five minutes of ten on that 
morning . 

Yes, tn~ t • s right. 

Yes. 

But v,e would have been glad to ta'<e al~ the bonds, 
and as I understand it you wanted to - to - you 
had some trust f unds to invest and you wanted 
half of them. You -

If George -

That's ~hat George - that ' s wha t George Harrison 
repor ted . 

Well, you nnd George and I be tter ta1k t~t over 
the next time he ' s -

Ylell, we certainly had , because George has certainly 
put me in the wrong light with you. 

Yes . Well , let •s t he three of us sit down and 
t alk it over . 

Yes . 

And - then I ' ll see you next Tuesday . 

~all, all r i ght then . 

Thank you. 
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October 23, 1936 

At 11 o'clock t~, wr. Bewley came in and Ur . 
Taylor r·eceived him 1n hie offic e, the Secretary having 
loft for New York to give hie addreaa this evening before 
tbe Business Uen's Club. Lochhead was present with 
Ur . Taylor and Ur. Bewley. 

Ur. Taylor told Ur. Bewley that partly in deference 
to the French request tor delay in making the announce­
ment here until they have bean able to make similar con­
tacts , and p&rtly on account ot preaaure ot business 
here, we did not expeot to do anything, one way or the 
other, about the Belgian and Swlea requests until early 
next week or, preferably, aomet11De next week. 

Ur. Bewley t hen sai d , •well, I do not have very 
muon. In the first place, t he Chancellor wanted to 
t hank the Secretary tor t he information he had given 
him and aa regards Switzerland he did not want to otter 
any observations at all. He had already said he wel­
comed extension to other countries and has nothing 
further to say in r egard to Switzerland. 

As regards Belgium, whi le he recognizee t hat the 
deci sion is entirely one , on t hi s matter, for the 
Americans, as Mr. Uorgenthau wee kind enough to ask 
tor hie reactions he would like to aay that he does 
not, himeelf, t hink that t he existence ot a stabiliza­
tion fund ought to be treated aa a necessary condition 
tor mutual cooperation. It doea not aeem to him to 
ba an eaacntial condition, but he feels it the arrange­
ment with Belgium i s to ba really reciprocal it does 
go further t han the other arrangements in th8t it aeema 
to roqulre the conversion lnto gold ot dollar balances 
whloh tne National Bank ot Belgium mignt hold at any 
t ime over here , whatever the etatc or exchange might 
be , and that ls a bigger thing, reallY , t han merelY 
to turn 1nto gold balances held. It seems to go a 
step further. But he merelY pointe tha t out. He 
does not wish to make any comment in tact and he wouldn't 
even point it out only Mr. Morgenthau was good enough to 
ask tor hie reaottone. 

'That's the gist of the telegram. And I take it 
he would like to have the t hing go through with Belgium, 
but he waa J ust pointing 1t out.• 
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ur. Lochhead's commen~ was, 1 I was 1n~erosted 

ln t hnt angle, because J us~ b eca use Belgium !o on 
t~at straight gold standard, one Wa:/ or the other , 
tnat would necessarUy mean they could t ransfer 
balances r egardl e s s of ~he market . I think we 

would try to put them on tho same basi s even though 

they don 't have a stablltzati on fund . That. woul dn ' t 

bar them out . On the other hand , they could ope r ate 

w1 thout a s tab111z.at1on fund on pr actically tho same 

basis as the other s - - in other words , day to day oper­
a tione . • 

l.lr. Tayl or Bald, "We don ' t ~hink the existence 

100 

or n~~-exlstence or a stabilization fund ls important.• 
Bewlej remar~ed, •we are both agreed on that t hen .• 

Taylor added , ' "Also , the Belgian case a s such 1G not 

neceeoar1ly important. , except tha~ lt l s a sllgh~ly 

differont model and for thet reason we are giving lt 

a whole lot or discussion . • Bewley said , "Quite . I 

don ' t thi nk the Chancellor' s remarks add very much . " 

~r . Taylor then said, •we appreci ate t hem very much. 

It is an excellent point and one we would naturally 

in our own conclusi ons , natur·all,y wil l give full con-
sideration to . • Bewley said , "Yes , quite. I think 

that covers the contents or thls message. • 

Ur. Lochhead then said to Mr . Bewley , "You would 

be interested in the s~read of two pointe. The Swiss 
verified those f igures and said that their intention 

was that they would be more incli ned to keep a steady 

gold rate with wider spr ead rather than vary their 

currency . That was their i d ea , though they did say 

that the gold rate would be subJ ect to change . In 
other words, 1t waa meant t o be somewhat steady but 

would be subject to change and , secondly , they did 

this becau se t hey changed f r om ~ho old gold standard 

to th lS and it woul d be t heir idea, i n 1.1me , to com­

press the spread as they wen~ a l ong. • Ur. Bewl ey 

ea1d, • t see. • 

ConL1nu1ng, ar. Lochhead sald , "Since t hat time 

I have cnecked wi th the Federal Reserve and they agree 

with me t hat 1t. is a lit t l e bit out or l i ne no matter 

wha~ the expl anat ion. It allows t hem to work 1n ot h er 

markets on a ~·rower spread t han you could operat e in 
tbelr market. We know t h e Swi ss are very good exchange 

operators. That was not an accident. That cal cul ated 

that pretty carefully. 

• Incidentally,• he added, •th e Feder al Reserve 1n 
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talking with the Bank ot England, back and tor th, asked 
it ~hey had done anything with Swit~erland and I thi nk 
Bolton over there expressed the opinion that you could 
do a tair amount ot talking, but it' n hard to get to­
ISether with Switzerland on operations. I am Just 
pasSing t hat alo.ng as g eneral goes ip to you. " 

Ur . Bewley ' s comnent was, "Yes . I don ' t i magine 
that our control tund would work with Switzerland un­
l ess at the request of t he Swiss, because after all we 
want t o work on the dollar and franc as f ar as keeping 
the pound steady . In polnt ot view of the exchange 
tund, there would be no reason to work on the Swiss.• 

ur. Locnnead remar~ed , •rt would allow Switzerland 
to Join 1n t he general aereement and tend to greater 
stability all around and close up another avenue and 
I think the Swiss are i nclined to t ake advantage or t he 
London open s old market.• Bewley said, •I should 
imagine so . • 

Ur . Taylor then said, •we think t hat general desire 
tor s tab ility and cooperation on the part or t hese other 
nat ione is the t hing to be moat desired . • Bewley ' s 
reply was, "I t hink we all agree on that.• Continuing, 
Ur . Tayl or said , •so the torm ot cooperati on, as long 
a s they will indi cate t he i r gener al teelins, is not 
t remendous l y i mportant .• Bewley anawered, •No, I 
think that's right .• 

To Yr. Bewley , ur. Taylor said , • rr you will please 
thank the Chancel lor on behalf or the Treasury· tor his 
cooperat i on.• Ur. Lochhead Jeat1nglY r eoarked, •r 
t hink they nave a code word tor t hat. • 
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L_, w. lnoke 

FED.RAL RUaRVE BANK 

OfJ NEW YORK 

DATE-October 11.---1111. 

suBJ""""~ coftDuuo• ms_ 

llr. Car1pel called a\ llaliO to 1e;r tba\, a1 a r .. au ot 

yut erdq' 1 ope:raUoe1, b11 aoCCNilt I Wllld be OYU'drae •-no• 111 

t he ne1abborboo4 ot tl,7o,ooo. !bia oYer4Joatt aboal4 be OOYered 

t hrough t he 1ale ot aol4, I aaked 11h-'h•r he 11011ld 11Ye u1 1Dnno­

and he laid h e ~d. 

Cariauel thm reponed br1etl7 about toclaT' 1 Ul'ket. !b.,. 

had done halt ot :reneriq' a tumOYel'J ao tu th.,. ba4 8014 &l,ooo,ooo • 

. h t he s &l'ket looked at the -mt, tbq lliaht be able to bu)' -e ot 

t his nerliDa back. I alked 11hether we OCNld do 87th1Da t or h1JI ben 

and he replied that he woald cal>le Ul 1Jl a t .. a1D1de1. 

I 
LlllaDC 

Regraded Unclassified 



• 

GO LO STOCK UP I 738 000 OLS 

WASHN -

ADO l.iULO STOCK 

/0 .oo 
()C.\ '1.?. \~~ 

WASHN - TREASURY-S GOLD STOCK INCREASED BY 

738 000 OLS ON OCT 2 1 RISING T~ A TOTAL 

OF II 008 069 576 DLS 
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GOLD IM PORTS FOR THE WEEK ENDED OCT , 16 FELL TO $53 0 57~ 0 685 

FRO" $12~ 1 938,717 THE PRECEDING WEEK, THE DEP~RTKENT OF C~RCE 

~~~. 

SILVER I"~RTS FOR THE VEEK TOTALLED $1 1 028 1 77~ AS AGA!NST 

S1,~19 1 1~9 THE PREVIOUS VIEK. EXPORTS OF BOTH KETALS VERI NIGLICIILEo 

10/23--RlO.'A ' 
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FRENCH FRANCS WERE OFFERED AT 105 1-4 IN THE 

EARLY DEALINGS BUT FOLLOWING SUPPORT BY THE 

FRENCH STABILIZATION FUND THE RATE RECOVERED 

TO 105 5-32 BUT THE TURNOVER WAS SMALL- OTHER 

CURRENCIES WERE STEADY- DISCOUNT ON THREE 

MONTHS PARIS IMPROVED AT I 3-8 FRANCS AND 

AMSTERDAM 8 3-4 DUTCH CENTS- DISCOUNT ON ONE 

MONTH PARIS WAS 1-2 FRANC AND AMSTERDAM 3 1-2 

DUTCH CENTS ??:'if() ..,. ~ ., . 
> SUBSTANTIALLY fASIER CONDIT IONS HAVE 

DEVELOPED IN MONEY MARKET IN AMSTERD AM ACCORDING 

TO LOCAL PRIVATE CABLE ADVICES- PRIVATE 

DISCOUNT RATE HAS BEEN LOWERED TO I 7-8 PC FROM 

2 5-B PC PREVAIL I NG EARL I ER IN THE MONTH WHILE 

BUY ING RATE ON PRIME GUI LDER ACCEPTANCES 

IS DOWN TO 2 PC AS AGAINST 2 3-4 PC EARLIER IN 

TH£ MONTH 
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~\ 't> 7, l.':)2UR I OL ON FRENCH BUDGET t_ '-{ tL 

PARIS - VINCENT AURIOL MINISTER OF FINANCE 

IN AN INTERVIEW WITH L- INTRANS I GE ANT DECLARED 

THAT ASSERTIONS TH4T THE 1936 AND 1937 BUDGET 

DEFIC ITS WILL TOTAL 25 AND 33 BILLIONS ARE 

EXAGGERATED 

-ALONGSIDE NORMAL EXPENDITURES AGAINST 

WHICH I SHALL PUT ACTUAL REVENUES THERE ARE 

IMPORTANT DEPARTMENTS LIKE ARMAMENTS WHICH I 

HAVE THE RIGHT TO COVER BY LOANS- MR AURIOL 

SAID 

-THE GOVERNMENT CONTINUES TO BELIEVE IN 
• 

ABSORBING UNEMPLOYMENT AND STI MULATING NATION­

AL ACTIVITIES- IT IS WORKING EFFECTIVELY FOR 
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REDUCTION OF THE DEFICIT WHICH SHOULD NOT 

ALARM EITHER THE BOURSE OR THE EXCHANGES-

IT IS COMMONLY UNOERSTOOO THAT IT IS 

PROPOSED TO INTRODUCE BOTH ORD I NARY AND EX­

TRAORDINARY BUDGETS FOLLOWING THE EXAMPLE 

SET BY MARCEL REGNIER AND URGED BY JOSEPH 

CAILLAUX 

PERSISTENT RUMORS THAT THE EGYPTIAN POUND 

WILL BREAK ITS TIE WITH STERLING DESP ITE OFFI­

CIAL DENIALS WERE REPORTED ACCOMPAN IED BY 

HEAVY EXPORTS OF CAPI TAL - ACCORDING TO A 

L- INTRANSIGEANT DISPATCH FROM CAIRO EXCHANGE 

OF STERLING AGAINST THE EGYPTIAN POUND HAS 

~ECOME IMPRACTICABLE AND SAVINGS BANKS ARE 

LOSING DEPOSITS 

Regraded Unclassified 



FOR )!!LUSIC UPON DELIVERY. 

10-23-36. 

Washington 

Preas Service 
!lo. 8-74 

Addre81 of the Secretu;r of the '1')-eaSU%7 
to be delivered at t he Business Wen ' s 
Dinner under tho auspices of the Good 
Neighbor League at the Waldorf-iat~ria 
Hotel in New York, Fri~ evenin«, 

Oct,ober 23. 1936 , 

I am here to report to )'OU, t he atockholdera of .Aoerica, about the 

financial management of you r great corporation, the United States Government . 

'fhat I ahall soy looks more to the f'llture than t o the pnat , becauae 1 beliovo 

it is in the futuro that you ere pertlc\uarl;r interustod, 

108 

Since Prealdent Roosevelt took office In l!o.rch , 19:>.:3 , manuft\Cturiag employ­

ment haa risen 50 per cent; manufacturin« pa.yrolls have doubled; prices pnid to 

farmers have more than doubled; the market price of corporate bonda has riaen 

50 per cont . 

The Federal Reserve BoArd index of industrial production ia, I think, the 

most comprehensive measure of busineu activity that we have , It stood a t 59 

in Warch, 1933. Today it la approximately 109. 

Theae facta apeak for themselves. The:r nro confirmed by the first-hand 

Oltpdrience of every man and wooan In the ranee of my voice. fhe:r represent the 

combined eff or t• of the whole Nation -- efforts which wore made effective by the 

fiDMclal policlea adopted Md carried out by this id&inia tration. 

Juat what wero thoao policies? 

Firat, we brough t the vnlue of our currency into a more satisfactory 

relntion with the eurreneiea of other c-:>untriea. B:r thnt otep we atoppod a 

di aaat roua deflation in tho United States and b r ought about an immediate and 

otiU crowin« rerlvnl in e ur foreiCJl trade. We broke the shackle• that ware 
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dragcing us down. Tbir~ nations had preceded us in readjusting their curren­

' 
oleo: virtually ell the reat have followed us . 

Tbe soundness and atnblllty of the American dollar are now recognlted 

throll&)iou t the world . 'l'bat didn 1 t just happen. It ia the rosul t of 110netiU')' 

pollcios that have been carafully foroulnted and executed, 

In tbe past month a new s t ep has beon tllken. Great Britain and Pr(lllce have 

joined with u s in a common effort to maintnin oqulllbrium in international 

exchange. We hope that thla cooperation will provide the basis for f r eeing 

international t rade from excessive res t rictiona. We believe it is a real centri-

bution to the cause of international pence. The three nations agree, of courae, 

that each must, as a flrat consideration, safegunrd its own internal prosperity. 

The second major oloment In our fiscal policies was our decision to pro-

vide anfety for bank deposi tors , protection for farms end homes , jobs tor the· 

unemployed, and relief for the neody, at a time w~on no other agency in this 

country, public or private, waa equal to the taalc:. 

lie restored the bll;•ln& powur of our people. 

! a the President hns ao ap tly said, we endo an investment in the future of 

America. It baa rebull t bnth human and mater! al value a . It ~a now paying large 

dividendo to every mon , w•mon, and chi l d in the Unitod States. 

But some pepple ask! Could we afford thl a invea tment ? Tbe answer la l 

lie cou1dn' t aff">rd ~ to Dake it. The future of our count17, of our democratic 

((Ira '>f GoveMIIOent , ..nd the l!Yea and well-belnc of 125 million peraona were a t 

a take. 

Others a akl How ar e ~• go1Dh to P8¥ for itt The fact 1s, I t lo bei ng 

paid for out of the dividenda of recovery. Thla brlftGI me to t l}e third and 

flnal major financial policy of thia -'dmlnhtr&tlon - taxation. 
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It would ho.vo been populo.r 111110ng certain gr oupe of our population to have 

raised ndd1 t lonal revenues by r.ew o~cieo and aaloe taxee - ti\Xos that would 

have fallen moat heavily on those least able t o pq, 

Whnt did we do? First , we borrowod to me1.t the emcr cency. Lnt er , when 

lncomon 11ere gro·.li r g lnr~;er as a reaul t of r ecovery, wo r evised the tax aye tom 

ao as to cake it fu11.7 ade'junte to meet the fut•.lZ'e reverouo ne~d• of the Federal 

Govern=ent . Wo did this b•· provldl::lll taxes bnaed u pon the democratic principle 

of ab11itv top~ -- prloar11y income ~~d estnte t~~es . Thro~h the Revenue Acta 

of 1934 , 19:15 MJ 1936, vo lowiU'ed t he effec t1'1e r ates of taxation on small 

lndivlduol lncol'l(ls and on ooall eor!'Or:lt1on lneonca, but we r nisod Md made ooro 

fully effec t ive tho r~ tes of ir.cooe tax on th~se b~• t ~bl• t o p~ them. 

Our rev~nue receipts hnve not yet aho7n t~e ~u~l vffect of theae tax chan«•• · 

The bulk of collections under tt.e 1935 Nld the 1936 .Revenue Ach will be«!n to 

coco In next yenr . But our lncr enaed r eceipts alro~ abo~ tho pffects of 

business recovo~J nn~ the great improvenont In our tax structur e . 

Total revenue• of the l"eJeral GoveriUJPnt havo inc r cnsod oubstantiall,r In 

every year of tr~ pr eaent AdMinistrat i on . In the fiscal year ended lo.st June , our 

revenues wore nanrly tu1ce na large as they 110.re il' 19:;3 : n:td, durin& the 

pr e•on t fiscal yeo.r , we count on a fur th'8r lncr..,.ue of :>Or e than on&-tili rd, 

Tbe!e facta r cvenl how groundless are tho f ear a , vole ad f or cempnign 

purp>aoa , of the soundness of our fiscal position. 
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We lulve eo impr oved and otren~:therrad the Federnl true structure that 
it h proriding addi tioMl revenues eso11y ou!ficient to insure nn enrly 
ball\neing of the budget nnd therenfter n r11pid reduction in thft public 
debt, 

111 

Some poraons who, to put 1 t mildly, ere not too f riendly to thla AdJ:linis.­
t retion, ere loudly and freque ntly asserting that our policies will bring 
intlntion, and endnnger the value of savings bank ace~Jnta , lifo insurance 
policies , and other forna of anvings. 

i'he fncta I htwe cited, na t o tho mntinued 1\Jld rApi d increnae of our 
rovonuoo 1 furnich n comple t e nnswor t o theoe fenra. 

If ther o was nnything furthe r needed to clinch tho f nct thn t thor o 1e 
no such danger, it •= aupyliod this yenr by tho President nnd tho Congr eaa , 
In Jnnu.vy the Preoidcnt i n his budgot cessftBC told Congrou that any ex­
pend! turoo added to the budgot nnd any loaa of revenuos mua t be finnneod 
\ y truces, In Juno Congroaa , carrying out the Proaidont 1a r e cocmendAtions, 
provided the oupplomontory r ovcnuoa . 

It t ook both courage nnd atahmnnahip on tho pnrt of the Proaidont nnd 
of the Dollocrt>t1c Oongroos to enact nn ii"!J))rtnnt pioco of r eYenuo leg1olt>t1on 
l oaa thnn five mont ha befor o " nnt ionnl el ection, but it eona tituted your 
fiMl aa ourMeo thnt tho fiacll1 polieioo of this J.dni niatr ntion nre ILIId will 
continuo to be sound. 

J'our yGN"3 8&0 go.'\t fin'\ncinl structw'ea w~re collapeing Md vnluoa 
of nll kinds wore di""P))~ng, It wna then t het life insurance po11e1ea 
nnd the poopl o ' • saving• and invootoonts nre in cln=>&er• They nre not in 
clnngor now, Tho """ who saya they nro 1o Just !our yt::.rs behind tho tinea. 
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You still hetll' n1crophono opinionn to tho effect that our dollAr io not 

el\fe. !lut the proof of aen 1a .!:!!!Y. opiniona 1o tn bo found 1:1 the "t\0' they 

act. 

Inv~stnc&t 'bnkore r1 vo to you their re:u opiniona ahcn they otror for 

oubacription and rcconncnd to their custonora z>.y~~. ~yenr , and oven 

60-yul\l' bonds, bonr1ng irotoroot rates of 3i por cont or ovan leu. Coomorcinl 

lllld onvir.ga bl.'!'.korn (live you their roo.l. opinion by thei r 1\ctiona in buyint; 

theao bonds. 

lhat do invutor o ti.ink o! t!lc snfolty <>f the dell'\!! '!heir t\Ctiona 

1how .mat they think. Thoy r.ro bu,;'i116 1:00d· q•uuity, lor<'"tcm, low interoat 

i>onde , and other h11¢1- ernde eccuri tics. 

They are :;>a,yinc 105 todtly for the snno 3 por cont Govorm:ront bond tht\t 

oold below 83 in 1932. 

What do forei,,;noro think o.bo'-!t the al\fotJ of tho Al:>oriCllll dol:U.r? '!'hey 

oro not influenced by aontincnt . 'l'he:; Q~>.n l:eep their n oney 1\t hone, if they 

11lco. Innte.-.d, t hey hnve boon sendin~; 1t over horo to buy pMticipation in 

Anericr.n recovery. Since Jnnunry, 1935, f oroill"ora hnve incrensod their 

holdilli"G of AcoriCI\n acouritioa by nor o thnn 700 n illion dollMa. 

Today, 1.n ovory field of fiMnco 'llbcro tho ro~l opinion of bmkora , 

buoineoaocn, and invootoro ia teatcd b~ thoir ncti cna , we find theo provir.g 

thoir confider.ee in our fllturo in the only ~ in ol\ich confidence cen 

roelly bo proved.t lly l~in< Sewn their nono:r on tho barr el hoadJ 

, .,. ,. pooplo 1\l'U brMd.Ct\lltir.;; America ahort; no one 1a f ool enourll to . 

aell America ohort . 

--oOo-
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Oc tober 2J , 1936. 
IDW"'' SPDCII JOll I!CRftA:IY IIOliGJIIf!IWJ 

I - coillc to talk to J'OU Uda ... D.i"C about the fhoal 

pol1e1ea of Uda .A.dainiotration, of their ruulta, and of 

the preaent fhoal outlook of the OD.ihd St&tea. I u goiac 

to do th1a becauoe I u particul.arl7 arudoua to correct and 

clear up a nuaber of uale&dlac or arroneoua at&te~~~enta, 

i~ired b:r partiaan .otiYea , that ba•• been .ada 1n theae 

In llaroh 1933, when Uda .lda1111atrati on took office, the 

.oat 1noluaiYe -•ure of bua1neaa acth1~ that we ba•e -

the h deral lleaerYe :SOard i ndex of 1n4uotr1al production -

wae onl7 59 percent of the 1923-1925 a•ersg&. Toda7, it 1a 

approlti~~atel:r 105 percent of t hat a•era«e• 

During Uda AdmiD.iatration, -.nute.ctur1ng 8l11Plo711eni 

baa ino.,.aed b;r .ore than 50 percent and lallufacturing 

pq rolla baTe .ore than doubled. 

Prlcea reeei•ed b;r f&l'llll'a at the fane baTe .c.,. 

!h. Do....ronea i ndex o f the pricea of lnduatrial 

atooll:a baa .ore than t ripled. 

'1'hll &Ter&ge -.rltet rate of i ntereat on all loac- tera 

uni ted Statee bonda baa declined b;r 30 percent. 

\!!.e IIC«J'~te .ol- ot 'baDic d.poalh 1n the -bar 

banka of the hderal ll.eaene ~Tat• baa lnereaaed b;r about 

ten bill ion dcllara. 
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Theae figuree, ladiee and gentlemen, ~ for themeelYee, 

They are 1n large pert the ruulte of the fhC8l policiea adopted 

And carried out 'b7 t hh Adnlohtrat1on. Soae people would ba•e 

you belieYe that the onl7 result of our Jiacul policieo baa 

been M 1ncreMe in tb.e public debt. 'l'he tir;urea that I ban 

juat recited and the firat-hand personal knowledge of ever,r i .ndi­

"riclual within range of q .oice pron the contrar,r. 

Now, what, brielly, haYe been the major fiscal policiea 

that hAYe contributed ao aipii'icantq to the rietn& tide of 

buaineea recoYer,r that thia countr,r h now enJoTineT There are 

three of them: our monetar,r policy, our spending policy, and our 

taxation polic;r. 

J'iret, we broucbt an ~diate atop to the rtcioua -soiral 

of deflation in the United Stetea, and an ~diate and still 

crowing revi'ral in our foreign trade , b;r briJI&i.ng the doaeot1c 

and international value of our currency into uligDII8nt with the 

currencies of other countriea. In doing thie , we broke the 

ehacklea that were drauing ue down. Thirt y nationa had preceded 

ue in braaltill& aftT rroa tLa old &Vld etand&rd; Yirt~ all the 

reat ha'Ye followed ue, 

In consequence, the United Statee to~ en,1oye a currena,r 

that h baclced by greater reaern e of &Vld and oilnr than are 

po eoe oeed b;r tm:f other nation on earth. 
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!l!he o.oundnen and etab111t;y or the Allerlcan dollar, 

acbleTed aa a rei'Ult or caretul.IJ- !>l.anned and caretul.l:r 

ueeuted cnet.ar;r pollcin, are DOw recocnhed tbrotlc~t 

the 110rld, Juet I.Jt the peat .,nth, Oreat Brl W n and !'ranee 

ban decided to join with ua 1n a pntl-• e ecreement with 
ot 

the object{ acbl &Ting a laeting monetar;r equ1l1br1UIIo Barring 

unforoeen deTelopaente, which are elwa;re poeeible 1n the 

preeent international eituation, and t or which we l!llat or 

neee .. it;y, like other countrlee , retain a tree band, We 

arreeaent 867 pr o .... the baele tor a liberation of 1nternat1onal 

trade trom the art1t1o1el reotralnh arleing 011t or monetar;r 

JMl.adjuatmen h . 

The eecond major element 1n our tiocel policiea ,.... our 

dechion to proTide Jobo to the W11111Plo;red, relief to the 

deet1 tute, and rt....,clal etrangth to our belike, railroads, ancl. 

l naurence cOII)ani .. at a tille when no other ecenc:r 1n We 

eountr;r, pllbl1o; or pr1Tate, ,.... willing to put up the neceeear;v 

funds . 

Soliae people baTe cellecl. We "prllll.nt; the Pllii!P of reeoTer;y.• 

Other people baTe called 1t waa te and 111180UDd finance. Still 

other J*~Ple, while arreetng with the procrea 1n pneral, baTe 

dleputed OTer lh detaile . Jrobod;r, boW~Ter, can dollbt , 1n the 

tace or the t r emendowo rei'Ulte 1n both buu1l and -terlel tenoe, 

that the 1nnetment that we ... ,.. willing to ll$lce i n the future of 

Allerioa baa proTed a 110st eueeentul ln•eet..nt , and one that h 

DOW pa:r1Jt& larp d1rlct.Jt4a to ..... ,.,. .. , -, ancl. child 1D the 

1Jn1 ted State a , 
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But could we afford thia inveotmenU J.n4 11ow are we going 

to ~ for itt are the queotiono that IOCie :people aolc. 

!he ane""r to tha firet ot theee queat ione I have alreadT 

given to you. It could be etoted otherwiee in t hese t erata 

'ile could !lot afford ~ to Ulldertake theee 8XJ)I!ldituree. fhe 

future of our oowatey, of our dM>Ocratie fora of govertllllent, 

and the livee Md '0'811-being of 125 111ll1on per&ollo were a t 

atUe. 

'l'he anewer to the eeco!ld of tbeee questione -- bow ~~re we 

going to ~ -- br1ft811 WI t o our third and final maJor tiocal 

policy -- t~tion, 

'l'here are aoao per eono who are £01llg about the cowatey on 

pa.rt iaa~~ aiosio!ll , ..aking 8peechee in which they aply or 

actually aoeert that the filcal policies of tbil .Adminiatr&tion 

have e!ldaJI&ered the ftl.ue ot aaTil1ga bank a<:COU!lh, life intiUl"­

&llCe polici es , Md other forae ot aav1~~&•· !l'bq would haY8 you 

ignore entirely t he eff'eeta of the outetandinc ~rove1D81lh in 

the Pecleral tax etructure, in both fairneoo pel adaqu&CJ, that 

have been enacted during thie Adm1Dietrat1o!l; 1mprove11ente that 

1Dmre an early balancing ot tha bwlc'at and a rapid reduotio!l in 

the public debt. 

It would baY8 been oaey and it •1Ft have bee!l popal&r for 

thia .Ada1!l1atrat1o!l to ha•e reoorted to intlationaey de•1cu 

rather tha!l direct borro'l'illf: to aeet the tnporary def1o1h; 
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and it would hAve been e&ay and it mij!bt IIA•e been popular to 

poet oone until a later date the enactoent ot &dditiona.l. tax 

l egislation to 1ncreaae the J'ederal rnonuea. It &lao would IIA•e 

been popular aaons certain ta•ored groupe ot our ~Uon tc 

have ralsod additional reTenuaa by new oxciae and aalea taxea 

that would haTe been "D&id by the =oees ot our poople. 

What did we do 1n these respects? Ue decided to make ade­

quate , intelligent, and fair p rovis i on tor the increased revenue 

req11irementa ot the J'ederal Government, by t axes baaed upon the 

principle of ability to ~ -- by incaoe and eatate taxea 

primarily. 'l'bro\16tl t he Revenue .Acta ot 1934, 1935, and 1936, 

we lowered t he effective ratea of taxAtion on amall indiTidual 

incomea and on BJ:l&ll corporation incooes, but we raised and made 

more tully e t tecthe the rates ct income tax on those beat able 

to t>a7 the:~. 

'l'broudl tbeae mea.urea , we not o.nly in.ured that J'ederal 

revenues 100uld nry ahonly be tully autticient to meet all 

noeda , but we &lao 1n.ured that our people would not PO¥ in­

creased taxes until their incomes -- that meana their ability 

to t>a7 - bad increuecl.. 

The effects ot the .. tax mea.urea hAn not yet been tully 

r eflected 1n the re•enue receipts ot the J'ederal GoTera=ent , 

becauae of the normal delo.Y c! one tc two tiacal yeare 1n the 

receipts of euch taxea . Jleverthel.eee, the tisures alree~ 
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aTallable aLford atrild~~& proof of the enoi'IIOua iqlJ'OT .. ent 

that baa taken place i n the atr&~~&th of our reTenue atra.eture, 

end t he;r ehould la.T pe,_,entq to reat the r141ou1oua t eare, 

Toieed t or e&~:~p&lcn purpoaea , reapecti~~& the aoundneaa of ot\J' 

!heal pod tlon, 

'l'heae ftcun• ahow that the t otal rennuea o f the hderal 

GoYernment ban lncreaaed eubetantl&ll,;v in eYer;v ;vear of the 

preaent J.dal.nhtrati on. In the !heal 7aar ended last .Tillie 30th, 

ot\J' total rennuea ware u.arq twice aa laJ'ce aa tbe;v were 1n 

the !heal ;vaar 19331 end 4ur1ng the pra .. n t !heal 7aar, ,.. 

oount on a further i ncreue of IM)re than one-third OYer the 

revenue reeelpta of the prerloua !heal 7&aro In the bu.cl«et 

e•ti-tea tor the !heal year that will be«J.n nerl July, and 

'llblch will be 1111bal tted b;v the Pr .. ident to the Ooii&J'eaa nerl 

Jenuar;v, I M;Pee t that our eatl•te tor total rennue reee1ph, 

wi tbout the taped tlon of any nn taxa a, will l!ppron•te '""" 

billion dollara. Our elq)en41 tur .. , on the othe r band, will haTe 

paeaed their peal< and will be deel1n1JI&o 

In the ll«ht of tbia pro41g1oua and cont1nu1~~& lapron .. nt 

i n the reYeDUea o f the hder&l OoTerm~ent, the tear that cont1nu4 

bud&et 4etic1h will produoe an lntlatlon of OUJ' cv.rrenoy h a 

tear that locka atll7 tor any but political purpoaea. !be tiM 

'll'hen earl~~&• banlc acooWlh and lnnrence pol1c1ea wer " reall7 i n 

d&JI&er -· back: 1n the dark 4&7• ot 1932. when col d -· le&Yilll 
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thh oount17 011 .,.1'7 outcoiliC ehip; 1lbeD 90 percoDt of the 

~~&trecate IUDOUDt of Go'r&l'lllll&nt 'boDda '"'' oelliliC below par: 

wheD the pr operty 'ralueo and the lne011eo of thh count17 nre 

coiliC down cle;t 'by dq. 'I!IW' IO.S TRI '!'Dill '1'0 J!.UI mn.t.!IOJr. 

I f aDT ot TOll bad an:t r-.1D1Dg doul>h about tbe eowu!.­

neeo of our DODetary and !local pollcieo, theoe doul>te 

ebou.ld baYe been detiui tely and !1~ laid aW~aJ" by the aotioD 

ot the Pru14Mt 011 llarch J , 1936. 

You will rem .. ber that almoot at t he .,..ry 11011111t that 

t he bu4get me1111ge of January J, 1936 '"" t r anllli tte4 to the 

CG"«J'eeo, the Supr- Court 1D'ral14ate4 the A,vteultural .t.dJuet­

M n t .Let. Shortly t her u.fter , the CGI>gl'ell ana<:~ ted the Soil 

Coneenatl on and Dooteatic J.llot111ent .Let, deei!l'led to carey on 

the •Jor ectlrlUeo that bad been started u.uder the .u..t., but 

leclc1~~g the re'ranue prortalono ot that .Let. ID a4d1t1oD, the 

Collofreao "rOted tor the pre~nt ot the TeteHDo ' Jonua. 

'!'hue &'rente tore a b~ bole ill the r&Yenu. eoU-.teo 

upon which tbe Prelldallt'• bwlcet • eoaece _. 'baoed. 

ID thlo a1 tu.atioD, there •• a Deed tor rare COIU"e«& 

and hlcb otateoMDehip. 

'!be Preo14aDt bad both. 

It _. .., alectlon ,_.-. You lalow the ldnd of poll tical 

ablce that -. chen to the Pr .. ldent. 11111T talce the poll tical 

rhlt of bopoa1Dof n ew t axee 111 &II electioD yearT' 
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'l'he Precid.ent, hewerer, ...,.a proYe<l his high a tate~~::~&D-

a i "O. lie re.J.i:ed thorOUGhlY that the continuation of a aound 

r ecoYery, and t he a&l.ntenence of a eound currency recjuired a 

~IIX s tructure thAt would baJ.ance the ~et 1n the near future . 

The Pr eaident1 a tax meeeage of Uarch 3, 1936 waa the r eeult, 

The cour~ and atateacanahip of t he Preaident in trane­

ait t ing thia meaaage , and tl>e courese M el M&hawa~ of the 

De.ocratic Congreaa , 1n eruJCt ing an important p iece of re"Venue 

legisl a tion just aix months before a n&tionnl election, con-

atituted your final a eaurance that the f i acal policiea o! thia 

Administration are and will continue to be aound, You s t ill 

hear c~gn opiniona to the effect that 0\tr dollar ia not 

Cll.fe. But the proof of a~n' a ~ op inion• 1a to be found in 

And, who.t ia t he opinion of American bankers, inYeatora, 

lalary and '118€8 earnero, and fl.nally .Jof foreigner} about the 

aatet:r of the .Ameri can dollar? 

The o-ol nion of our e:reat innatmant bankero hM been given 

to JOU II'YO:I':f c!q 1n t he financial eolu=a of the new8J>8pen 

throughout the peat year , when t hey heY& offered for t1Ubaer1ption 
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a.nd reeom:nendad to their euetomera 20, 30, and evon l~r­

t eno corporation bonde , bearing interest ratoe of 3! percent 

or 3t percent , or even leea, The opinion• of t he co~ercial 

and aavings ba.nkere have be8ll g iTen to you b)' their ac tiona 

in purchasing theoe bonda, a s well aa United Ste tee Government 

bonds, for their OYD portfolios at the prieee offered, 

17hat do invee tore think of the safety ot the dollar? 

Their ac tions show what t hey think. rhey are 'bcying all the 

£0od-qualit;y, lone-tel"'l, low interea t bonde that are beJ.n& 

ot!ored to thu. 

rht~y are pe¥ing 105 todaT for t he ence 3 percent Govern­

ment bond t bnt sold below 83 in 1932, They are pe¥1ng 105 for 

the same bond of t he Pennsylvania RaUro&d, not due until 1970, 

that wae sold below 33~ on the dollar in 1932. 

ihat do our oalar:r and wage earnero and other pureha.aere 

of life insurance poUeiee think of the 861'ety of the doll&rf 

Ba.nk in 1932 , Ollll,l' of thao were eo afraid tor t he safety of 

the dollar that the;r borrolled to the hilt on their lifo insurance 

policiea and withdrew ea•inga from b&nko tor hoarding. Todq, 

policy loane are being rapidl)" reeut:ed, the hoarding of cur­

rency baa •irtually cUuppeared; an.d the aal.ea o! new life 

insurance policlea are apin at p r oaperlty levels. 
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fha.t do foreipero think about the •fety of the 

kerican do:U.Z.? !be;v ~~a .. DO oentl...,t of .&aer1.lall 

pa.triot1oa to 1ntluence th... llaD;r of the• can lceep their 

mone;v 1n gold 1t they lilce. Inetead, tha;v haTe been eend1JIC 

it onr here to be 1nneted 1n the bo11de of the '0111\ed 8tatee. 

GonrDIIODt and the etoclce and bonde of .AIIer1ean corporation.. 

!od&T, in eTer:r field of finance "llhore the real opinion 

of the .oot utute banlcero , bue1neeuoen, and 1nTeetore, 1a 

teeted. eTery d.a:r by t heir actione, ,.. find the "llhole world. 

prorlJIC 1 te contldence i n oor currODcy 1n the only Y'flT ln 

"llhich that contldeiiCe ea.n really be proTed: By la:riJIC do"" 

.oney on the ~el head. 
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I am golll£ t o talk io )'OU thia nenJ.nc about the fhoal 

polieiea of thia AdalAl.atratton , of their rnulta , and of 

tha pruent fhoal outlook of t.he tJilited l tatea. I a goill£ 
I 

t o do thia becauae I aa pe.rtteularl;r anxloua to correct 11114 

t naplred by parthan 110Una, t.het han been ll&d.e ln theee 

oonnee tlone. 

In llarch 1933 , when thia Ad.CnJ.atratlon took offi ce , t.he 

80e t incluain -IIUJ'e of bu.alneu acthH;r \bat we han -

tha hdera.i Buene Board lndax of induatrlal p r oduction -

waa only 59 percent of the 1923-1925 aYerace . fodaT, it la 

Dur1Dg tbia .&.4a1nhtratlon , .anutaoturtnc .-plo;vaent haa 

lnoreaud by 80re thaD 50 percent and amdaoturtnc ~11• 

haTe .ore thaD doubled. 

Pri ce• recehed by faraera at tha fanoa han 110re U... 

doubled. 

fhe Do....ronu index of the p rto .. of 1n4uatrlal atoolta 

haa 110re thaD tripled. 

flwl anrace -.rl<et rate of 1nhreat on all lo~~&-ters United 

ltataa bonda baa dacllned b;r 30 peroe t. 

fhe ~te nl- of bank depodta in the -ber hanlta 

of tha hdaral B .. ern l;ratea baa 1noreaaed b;r ehout ten blll1on 

dollar a, 

-II 
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'l'bele ficlu'••· ladlee Uld cenu-• .,Mk tor the.eel ..... 

!be7 are 1D larce I*J't t~ r.,.lllt. ot the thw poliehe adopted 

and aan11d OQt b7 thh A«wlnlatration . s- people would ba•e 

:rou belleYI that tbe onl7 rewl.t ot our thw pol1o1ee b&e 

been an 1Deree11 1D the publ1o debt, Tbe 1'1pru t~t I b&YI 

Juat reel ted and the t1re~d pereonel lmowledce ot -.ery 1n4.1-

Y1dual 111 tb.iD rene• ot 117 Yolce prOYe t.ba contrary. 

!low, whet, brhtl7, ~ ... beeJ> the -,jor theel pclieiu 

that baYe contributed eo e1cnit1eantl;y t.o t.ba r hl.ng tide ot 

buaineu recoYery t~ t th1a ccnmtry 1e now all,jo71D«T 

liret, we broucbt en haed1ate atop t.o t.ba rlc101l8 &Plrel 

of deflation ln tbe liU1 ted Statu, end an 1•1d1ate end ot111 

crowill£ rev!Tel 1D Ollr foreign trade , b7 br1"CbC the closu tic 

end 1Dternat1onel Yelua ot our carrene7 into a11cuMnt rltb. t.ba 

eurrenclee ot ot~r co\lDtr\11. IJ> doll!« tb.1o , w brclta t.ba 

ebeckl11 that were cl.rec&1D« ua doc. Tb1rt7 net1ona bad preceded 

Ill 1n brMld.J~« eftT tree t~ old gold etenderd! rlrt\lell;y ell t~ 

reet ~ve followed ue. 

IJ> conaeqlllllCe, the OnHid Statu t.ods,y en,l071 a C1U'renc7 

tbat h ~d b7 .,. .. tar reoenu ot cold Uld dl•er tbaJ> are 

PGIIIII!Id b7 1117 other net10J> Oil MJ'tb.. 
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'lhe eoundu .. IL!ld eb.bllit7 ot the "-riOIL!l dollar, 

achieved aa a raeul t of caretull7 planned IL!ld caretull.7 

ezeouted -.onet&r7 polloi .. , are 110w recognised tbro~ut 

the world . Juat in the paet -.oa th , Or•t :Britain aad J'r&DCe 

have decided to Join with ua in a gentlemen' e agreement with 

the obJect of achieTin4 a laatin& aonet&1'7 equ111briua. Barrin& 

untoreeeen denlop~~enta , which are al~a :po .. ible in the 

p r eeent international eituation, and tor which we 11111at of 

nec .. eltj', like other countri es , r etAin a f ree ban4. thia 

acreement may prove the baai a f or a l i bera tion of international 

t r ade troa the artificial reotraiJlta aria ing out of monet&1'7 

IIAl&d,juataanta. 

i'he aeooad MaJor element in our !heal :polloiee was our 

deciaion to p rovide Joba t o the unemployed, rel ief to the 

du titute, and financial etrength to our banks , ra1lroade, BAd 

1nAI11'ance companiea - at a time wbea no other agency in tbio 

couatey, publio or prhate, waa willin& to put up the necna&rT 

tlmde , 

Some people have called thie 1printlng the 'J'W8P of reooney, 1 

Other people han called it waete and uaaouad fineDCe. Still 

o ther people , 'lhlle aQeeing with the prograa in pneral, haft 

dhputed oYer it• detaila , llobo<!T, hoftTer, can doubt, in the 

f ace of the tr•eadoue reaulta in both h.-a BAd •tarial tenoa, 

that the in•eataent that ft ftre willing to uke 1n the tlahre of 

.berica baa praTed a aoat aucceaetul 1Jrreet11ent, and one that 1e 

now ptt,Ti.D« l&rp dirldarul.a to eft%'7- -. Md child in the 

United Statee. 
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But could •• afford thh i.nveataantf .And how are n &'Oi.na 

to paT tor itT are the queetlone that acme people ask. 

ne ananr to the flrat of' these quutiona I haTe alreaey 

given to you. I t could be atated otherwiae 1.n thaae term81 

l'e could not aff'ord !!21 to undertake thaae ezpanditures, 'l'he 

future of' our country, of' our democra tic !oro of' £0Tel'tiJ!Ient , 

and the lives and well-bel~~& of' 125 a1111on peraona were at 

stelc:e . 

The answer to tha second of theae question• - how are wo 

· £Oi.n6 to ~ - b r i.nga us to our third and final aa,jor fiooel 

policy - t8J<&tion. 

There are eome peraona wbo are going about tho country on 

pa.rtlaan aladona, mak!Dc apeechu in wh ich the1' 1mpl1' or 

e.ctually a .. ert that the f'1.8cal pollciea of' thh jj!minlstratlon 

han endangered the Talue of a&Tinga b&Dic account. , life- i.neur­

ance polloiea, and o ther fonae of earl~~&~. !hq would haTe you 

ignore entirely the ef'f'ech of the outatand!Dc iapronmente 1.n 

the J'ederal tu: atructure , 1.n both !alma .. end adequacy, that 

haTe been enacted clurill& thie .Adai.nhtratlon; iaproT_,.ta that 

i.nflure an early balancing of' the ~t and e. ~id reduction 1.n 

the p11bl1c debt . 

I t would haTe been eaq end it 111Ft han been popalar f'or 

thle Adm1n1etrat1on to haTe resorted to inf'latlone.r,r de'l'icea 

rather the.n direct borrowing to aeet the teaport.17 def'lcih; 
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and 1t would baYo been eao:r and 1t m1cht ban been popular to 

pootpone until a later date the ~went of &dditlollal t&x 

l~~«iolation to 1nore&oo the J'eder&l reunueo. It eloo would be.•• 

been J)OipUlar -.q oert&ill f&YOrod crou,po of our population to 

ban rabed &d4Hlonel rnenueo b7 nn u cioe end e&loo \auo 

that would h&Yo been paid b:t the lllllCaet of our people. 

What did n do ln tbeee reepeoto1 l e decided to -.lee &de­

qU&to , lnhll1cent , ed f&lr proYielon tor the lnoreued reYenu. 

requlreaenh of the J'eder&l Oonr-nt , b:y taxea b&eed upon the 

p rtnciple of ~ll1t7 to ~ - b7 lneae end eatate taxea 

p rl.arll7• !'hro111h the llnenne .lcto of 19.}~. 1935, and 1936, 

we lowered tha effeothe rateo of taxlltlon on ..U lndlrtcluel 

1neomea and on -11 corporation 1neoaeo, but we r&laed and 1ll&4e 

110re full7 effeothe t be r&tea of 1nooao taz on tboae b .. t able 

to pq thea. 

!hro111h tbeoe aeuurea, - not onl7 lnourod that hder&l 

rnenuea would Yer:y ahortl;r be full7 ntflolant to -t ell 

n .. de, but n eloo 1noured that our people would not PI¥ 1D­

oreaoed taxu untll their 1nco.,ea - th&t IIIMDI thelr ab111tT 

to PI¥ - b&d tnor eaaod. 

'l'ho etfeota of tbeoe taz .. -our•• be.To not ;ret beo11 fullT 

rotlooted ln the re•azm.o recelph of the J'eder&l ~ .... ......,.t, 

b-•• of the nonoal del.q of .,... to two fbaal 7~ ln the 

rooelpto of auch tax••• IoYortbolooo, the tlCilf'OO ~~ 
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aftilable atforcl. atrild~~& proof of the onol'liOilo l.mproYUeDt 

that bas taken place 1n the otren,rth of our r..,enue atructura. 

ancl. they abould lay penw>aDtq to reet ~be r1c1.1culo,.. fearo, 

T01ced f or c...,alcu purpoeeo , reopeetl~~& the IOWicln .. o cf our 

fiscal position. 
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These f i gure• abow that the total reYenuea of the Jecl.eral 

Go•ernment haYe 1ncreeaecl. .ubotantlally ln tYery year of the 

preaent J.dalnhtretlon. lJl the !local 71ar encl.ecl. l&ot .1\IM JOth. 

our tota.l r..,enu.eo ftra naarq trice ao lor&• u the7 ftre 1n 

the tieca.l year 1933: and ~ the prealllt tioca.l ;year, " 

eo\Ult on a turtb~r increaae of more than on.-thlrd OYer the 

rnenue reedpta of the predoua !heal year. lJl the budl;et 

11t1•tea tor the !heal year that will beein next Jul.J, &Del. 

whl.ch will be .ubl01 tted by tha Proolcl.ent to the Co~~&reoo ned 

.l'81JJlAZ7, I allpeot that our aott.a\e tor total rnanu.e rece1pto. 

wi tbout the iiiPOol Uon of &D7 new taxeo, wlll II'Proxi•t• 11nn 

bllllon doollara. ()Q:r allpancl.1 tur .. , on the other band• will be 

cl.ecl1nl~~&o 

lJl the ll«ht of thio procl.i«ioua and OCDtilllli~~& ~ro..._.nt 

1D the re•enueo of the Jecl.eral Gon..-nt, the fear tbat oontlnuecl. 

bu4«et cl.eflcHa wlll pro<llaM an 1nt'4tlon of our eurrenc7 11 a 

teer that looka 11117 for &117 but political purpooaa. !be u .. 

wball earl~~&• banlc aoooato and 1nnnaoe pol1ol11 • re raall7 1D 

llaDger • • baolt 1n th• dark 4qa ot 1932, wban plcl. •• l•rlac· 
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thia eountey on e.,.17 outgoing llhip; when 90 percent of the 

aggrepte amount of Government bonda """ ael11n« below par; 

cum t he p roperty value a and the 1Dc""ea of tb 1a eoun tey were 

gotnc down da;r by 4AT. 'l'IIA!r US flll '1' Da TO J'Ull IliJ'LAi' IOJI, 

It a:IJ;f of JOU hAd a:IJ;f remaining doubta about the eo~ 

ueu of our monets.ry and fheal policies, theae doubto 

llhould b&ve been definitely and finally laid pq b;r the action 

of the Preaident on lt&rch 3, 1936. 

You will remember that almoat at the ver;r moment that 

the bu.dget mea~ of Januuy 3, 1936 was tranuitted to the 

Coo«r81a, the Supre::se Oourt i nvalidated the jgrlcultural Adjua~ 

ment J.ct, Shortly thereafter, tho Congreae en&eted the Soil 

ConeerYOt1on and Domutic .Allotment J.ct , deolgned to carr;r on 

the uJor &etirttlea tbat hAd been atarted under the AU., but 

laclc:ing the rennue provleiona of that .Act. In addition, the 

Cone:rus voted for the p repa;rment of the Veterana1 llonua. 

!beae eventa tore a big hole 1n the revenue eattaatea 

upon which the Prealdent' a bud&et r:oeaaage wae baaed. 

I n thia situation, there waa a need for rare co~ 

and h isb atate..anehip. 

'!he President hAd both. 

I t wao an election ;rear. You !mow the ltind of political 

advice thAt waa g1Ten to the P reaident . 11hT t ake the pol1t10al 

rielc of t.pooine 11n taxea 1n All election :rearf
1 
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':he Pruident, howenr, "l;a!n prond hia hi&b otate~~~~~&&o 

lhip. He realised t.horou&bl,y that the continuation of a 1011.11d 

recoTery, and the aalntenance of a oouncl c:urreocy requ..lred a 

tax atructure th&t would balance the bu46et 1n the near future , 

The Prea1dent1 o tax eea- of llarch J , 19.36 -• the r eoult , 

The courap and atatemanehip of the Pruident 1n tran .. 

~~tittin& thia eeuap, and the cour&«o and otateomanahip of the 

Deoo<:ratlc Oonuua 1n enactin& an ltoport ant piece of renDU.e 

leglalation Juat oilt 110ntho before a national election, co,... 

a titut ed your final aoourance th&t the fhoal pol1c1ea of thh 

.Adminiatration are and wUl continue to be eound, 

Tou still hear microphone opinion• to the effect that our 

dollar ie n.ot aate , llut the proof of '""' e !!!:!, opinione 11 to be 

found 1n the way they act , 

!he opinion of our great 1nTeataent bonkers haa been g1Ten 

to :rou eYery day 1n the financial col'IIDIUI of the newep~~pero 

throuD>out the peot year, when they ban offered for oubacr1pt1on 
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&Dd rec~ded to their cuato .. ra 25-)"ear, ~7Mr, and eYan 

louger-term corporation bonde, bear1J14t intereet ratee of 3t 

peroent or aYen leaa, !ha oplnlone of the co::.ero1al and 

I&Yingl baDJcera baTe baeD Chen t o TfN b7 their al!tiona in 

pu.""Cbaa1JI4t thaae bonda, ao well a• 11n1ted Statee GoYel'lllllent 

bonde , tor their own porttolloo at the pr1cea offered. 

lhat do inYeetora think of the aatetT of the dollarf 

!heir act1one ahow what thq tb1Dk, !hey are bey~ all the 

eoocl.oqual.lty, loll8'"term, low 1ntereot bondo that are beine 

offered to tbeo, 

'l!be7 are JI&Tine 105 today tor the aaae 3 percent ao .... n>­

aent bond that aold below S3 1n 1932, '!!bey are :payinc 105 for 

the •~• bond of the Penn171Yall1a Railroad, not clue untU 1970, 

that sold below 3"51 on the dollar 1n 1932, 

-.at do our ealary and~ earner• and other purobaaaro • 

of life lneurance pol1c1ea th1Dk of the eatety of the dollar? 

Beclc 1n 1932, 11M7 of th.,. were ao afraid tor t he eatat7 of 

tha dollar that tbq borrowe4 to the hUt on their life ineuranoa 

pol1c1ea and withdraw aaY1.nca froa baDico tor hoardi.n&. !rodq, 

policy loans are be1JI4t rapldlT reduced, and the hoardinc of CUl'­

raDCT baa Ylrtuall7 diuppaarad. 
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lbat do foreJcun th!Dlt ~out \he -.fotT of \be 

.YerioeA dollar! ~T ban DO MD\lMDt Of .YerloeA 

patrlotla to 1Dfluuoe th-. ~ of ~ 0011 ltoop U..lr 

_., lD cold u tbe7 lllto. Illatoa4, \lle7 ba•• 'beeD ..,MDC 

1t OTor here to 'be lnnated ln tho bonda of tbe Ull1 ted I tat .. 

Oon~t all4 \he otoolto u .d bollcla of .Yericaa oorporatl=o. 

focl.t.7, lD OToey tlel4 of flAA:Aoo wbeJ'O the real oplDloD 

of the .,., ao\uto b&Dlten, lllalDeo_, all4 lDTooton, h 

tooted OTe1'7 c1.t.7 b7 their acUona, '" tlDA the ale world 

prorlDC lh ooDfldUioe 1D our CIII'I'UIOT la the oal7 ~ la 

wblch tb&t collflclaoe can raallT be p rOTo4t :17 laTlDC 4om 

_.,. on the barrel bead. 
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October 2J , 19J6. 

I am here to report to you, the stockholders of 

America, about the financial managament of your gr eat 

corporation, the United Statea Government. What I ahall 

aay l ooka more to the future than to the past, because I 

believe it ia in the future that you are particularly 

interested. 

.1.49 
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Since President Roosevelt took ottice in Martih, 

1933, mpm,tacturing employment baa rieen 50 per cent; 

manufacturing payrolls have doubled; prices paid to 

farmers have more than doubled; the market price ot cor-

porate bonds has risen 50 per cent. 

The Federal Reserve Board index ot industrial 

production is, I think, the most comprehensive measure 

ot business activity that we have . It stood at 59 in 

Kartih, 1933. Today it 111 approxllllately 109. 

These facta apeak tor themselvaa. They are con-

tirmed by the first-hand experience ot every man and 

woman in the range ot my voice . They repreaent the 

combined etforta ot the whole Nation -- ettorta wnitih 

were made etteotive by the t1nano1al policiea adopted 

and carried out by th1a Adm1niatrat1on. 
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Just what were those policiea? 

Firat, we brought the value ~ our currenc~ into 

a more satisracto~ relation with the currencies or other 

countries. By that step we stopped a disastrous deflation 

1n the United States and brought about an immediate and 

still gl"O'W'ing reviva.l in our foreign trade . We broke 

the shackles that were dragging us down. Tlrl.rt~ nations 

had preceded us 1n readjusting their currencies; virtuall~ 

all the rest have followed us. 

The soundness and lt'tab111~ or the American dollar 

are now r ecognized thro~out the world. - That didn ' t 

just happen. It 111 the result or monetaey policies that 

have been carerul.l~ rolWllated and~ 
A 
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In the past month a new step haa been taken. 

Great Britain and Prance have joined with u s in a CODIIIon 

ett'ort to maintain equilibrium in intltrnatiooal exchange. 

We hope that this cooperation will provide the basia tor 

treeing international trade trom exceaaive restrictions. 

We believe it is a real contribution to the cauae ot 

international peace. The three nationa agree, ot course, 

that each IIIUat, aa a first consideration, sa.teguard its 

own internal prosperity. -
The second major element 1n a1r tisc&l policies 

was our decision to provide aatety tor bank depositors, 

protection tor tarms and homee, jobs tor the unemployed, -
and relief tor the needy, at a time when no other agency - -
in this count17, public cr private, was equal to the -
task. 

/ I 
We restored t he buyins power ot our people. -

Regraded Unclassified 



153 

-. -
As the President has ao aptly said, we made an 

1.nvestment in the tuture or America. It haa rebuilt 

both human and material v alues . It is now payin8 l.arge 

dividends to every man, woman, and ch1l.d in the United -
States . 

But some people aak: Coul.d we &rrord this i.n-

vostment'l The answer i a : We couldn't arf'ord ~to 

make it. Tho tuturo of' our country, of' our democratic 

rorm or Government, and the lives and woll.- bein8 or 125 

million persona were at stake . 

Others ask: How are we goin8 to pay f'or itT 

The f'act is, it is being paid f'or out or the dividends or 

recovery. This brin8a me to the third and ri.nal major 

r1nancial. policy or this Administration -- taxation. 
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It would have been popular among certain groupa 

of our population to have raised additional revenues by 

~ excise and aalea taxea -- taxea that would have -
fallen moat heavily on thoae leaat able to pay. 

What did we do? Firat, we borrowed to meet the 

emer gency. Later, when incomes were g r owing larger aa 

a result of recovery, we revised the tax ayatem eo aa to 

make it tully adequate to meet the tuture revenue needa 

-
of the Pederal Govermaent. We did thia by provid~ taxea 

based upon the democrati c principle of ability to pay --

primarily income and estate taxea. Through the Revenue 

J.cta at 1 934, 1935, and 1 9:56, we lowered the effective 

ratea of taxation on &lall. i.Ddividual incomes and on amall 

corporation incomes, but we rahed and made more fully - - -
effective the ratea of income tax on thoae beat able to 

pay them. 

Regraded Unclassified 



155 

- 6 -

Our revenue receipts have not .,et ehown the full 

effect of these tax changes. The bulle of collections 

under the 1935 and the 1936 Revenue Acta w11.1 begin to 

oome in next year . But our 1noreaeed receipts already 

show the effeote of bua1neas recovery and the great -
improvement in Q.lr tax structure . 

Total revenues of the Federal Govei'Ill!lent have 

increased substantially in every year of the present 

Administration. In the fiscal year ended last June, our 

revenues were nearly twice as large as they were in 19~; -
and, during the iK'eaent f iscal year, we count on a further 

increase of more than o ne- thirdo 

These facta reveal how groundless are the fears , 

voiced for campaign purpoaea, of the aoundneaa ot our 

fiscal position. 
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We have so itnproved and strengthened the Federal 

tax structure that it is provid.1ng additiona1 revenues 

/ 
easil;r eutticient to insure an early balancing of the -

/. 
budget and thereafter a rapid reduGtion in the public -
debt . 

Some persons who, to put it mildly, are not ~ 

triendly to this Administration, are loudly and frequently 

asserting that our policies will bring inflation, and 

endanger the value of savings bank aGcounts, lite insuranGe 

pollcies, and other torms of savings . 

The facta I hav~ as to the continued and 

rapid increase of our revenues furnish a complete anewer 

to these feare . 
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U thero ~ ~to ol!ooh tho 

-~ 
.tact 

that there !!..Jl..c>A danger , it was aupplied 

this year by the President aDd the Congreae. In January 

t he Preaident in his budget meaaage told Congreu that 

any expenditures added to the budget and any loaa o.t' - -
revenues must be .financed by taxes . In June Congress, 

carrying out the President's recommendt.tiona, provided 

the supplementary revenues. 

It took both courage and statesmanship on the part 

o.t' the President and o.t' the Democratic Congress to enact 

an important piece o .t' revenue legilllation leu than five 

mcnths be.t'ore a n ational election, but it ccnatituted 

, 
your .t'inal a ssurance t hat the .t'iscaJ. policies o.t' thil!l 

/ / 
Administration are and will continue to be sound. 
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~· Four years ago great rtnancial structures were 

collapsing and values of all kinde were disappearing. It 

was then that lire ineurance policiee and the people ' s 

/ 
savings and investments were in danger. They are not in 

I 
danger now. The lll&n who says they are is just four years -
behind the tilllea. 

You still hear microphone opinions to the errect 

that our dollar ia not safe . But the proof of 211en•a !!!! 

opinions ill to be found in the wa7 the7 act. 

Investment bankers give to ::fOU their real opinions 

when they offer for subscription and recollllllend to their 

customers 25-year, 35- ,.ear, and even 60- year bonds, 

bearing interest rates of 3i per cent or even leas. 

Commercial. &nd savings bankBra gin 7ou their r eal opin.ion 

b7 their actions i .n buy-ing theae bonds. 

158 

Regraded Unclassified 



- lO -

What do investors think ot t~ safet,- of the 

dollar? ~ir actions ahow what they think. 'l'he7 are 

buying good- qualit,-, long- term, low interest bonds, and 

other high- grade securities. 

.wvr 
'l'he7 are paying 105 toda7 for tb~same :5 per cent 

Government bond that sold below 8:5 in 1932. 

yc ~ 
... ~ 

What do toreignere think about the sat'ety of the 

American dollar? The,- are not influenced by sentiment. -
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They can keep their money at home, if they like. Inatead, 

they hav3 been aend1ng it over here to buy participation 

in Ameri can recovery. Since January, 19:55, toreigner e --
have increased their holdings of Amer~can securitiee by 

more than 700 million dollar a . 
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Today, in every field of finance where the real 

opinion o1' banker a, busineaqen, and investors 1a tested 

by t heir actions, we find them proving their con1'1dence 

in our :f'uture in the only way in which conridence can 

r eally be proved: By laying down t heir money on the 

barre l headl 

Some people are broadcasting America short; no 

/ 
one is fool enough to sell America ehort . -------

--oOo--
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October 2J , 1GJ6 . 

I am here to report to you, the ~tockholJers 

ot' Juaerica, about t he f1Mnclbl mnnoge111ent o1' your 

gre¥ t corporation, the Cn1t~d St utes Government . What 

I saall say loo" s more to tne future tnen to the paat, 

b~cause I bel~eve it l s ln the ru~ure that you are 

par,iculorlt i nteres t ed . 
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Si nce Presi dent ~oosevelt tooK offi ce i n Karch, 

19)3, senutac~~ring e•ploy•ent hcs r i sen 5j per cent) 

manufactcrtna P&!rotls ~ve jo~hled ; prices pLi d to 

fbrmers have more t hvr. doubled ; the market price of 

corpor &te bonJs h2s risen 50 pLr cer t. 

The teueral ~eserve Bo~ro inJex of industrial 

;>:-o~uct1on 13, I t.'l1n.t , the a:ost. comprener.sive a easure 

of' buslnus activity that •e hove . It stood at 59 in 

!~~&rch, 19)). 'l'odc;y it i s appr oximl tety 1J9 . 

These r~cts s pec;k for t~eeselves . Tney are con-

fir med by t ho f irst-hand experience of every atE.n and 

wo~~~&n in t he r11n~e of my voice. They r epresent t he 

oo::~btned error ~s of the wnole tla t.ion -- ef f orts which 

•ere oade effective by ~~e financia l poli c i es adopted 

and carr led out by this AdJ:tin1str~o t.ion. 
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J ust whe t were t nose vo11ci~s? 

First, we brought t he v~lue or our currency i nto 

a more sat13fvc~ory relation ~itn tab currencies or o ther 

countri es . !ly t llot st.e;;> .ve stopped a ul sastrous derlo t 1on 

in tile United St~>t.es and brought t'bo~ot. an i~Zediate and 

s till growin~ rcvi vvl 1n ~ur roreitn trude. ~e br oke 

ttle s.lac.tlc3 t .... t .rerc d!'aggl ng ...s d?.m . T-zi rty DB t i ons 

nud pr eceded us i n r eadJusting t :.e1r currenci es ; virtually 

all toe r es t nave rolloNeJ us . 

Tne sour.~ness and s t abil1ty or toe J.JBerican dollar 

are no;v recognized t hroughout t he world . That d i dn 't 

Just happen . It is t he r e sult of moneta r y polici es tuet 

nave been c a r e t ully formulated a nd executed. 
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I n t ne past mon t n a ne- step htis been t nken. 

Gr eat Br i t a in a nd France bave jolneu wi th us i n ~ coeaoo 

effort to :aaintaln e ,~.;.llil riu:~ ln i nter ::& U ona l axcllen«•· 

ne nope t nat this cooper9ti on wil l provide the bGs i a for 

treeing in tornllt i onal trade from excessive restr i ctions • 

.• e oelieve 1t i s a r eal contribution to tlle cause of 

inter na t ional peace. 7he ~~rea na t ioLs ezr ee, or course, 

thaL eecn must , as a f i rst considerntl on, s afeguard i ts 

own i nter nal prosperity . 

lne second aajor ele:&nt ln o~ f i scal policies 

ll'as our decision to pr ovioe nrety for bank .i eposi tors , 

pr otec tion for rur!lls and holies, Jobs f or t he uneapl oyed, 

nod r elter for t he needy , at a time wnen no other aaency 

i n t nis countr y , public or private, was e~uel t o t he 

task. 

~e r es t ored t he buYln& po•er of our peopl e . 
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As the P~csldenL hHs so aptly s ai d , ~e .. de an 

investment i n t he future of America . I t has rebuilt 

botn huaan and ma teria l vz.lues . I t is no• paying large 

ui vidends t o every can, woman, and cn1ld in t ne United 

St a tes . 

5ut so~e people as~: CoulJ we a fford t nis i n-

vestment? Toe answe r i s : ~e couldn ' t afford n21 to 

ma~e i t . The f uture of our: countr y , of our democrati c 

form of Gover nment, and the lives and we ll-being of 125 

million persons were at staKe . 

J t hers as~: How are we goi~ to pay for it? 

Tue f act i s , i t i s being pula for out of the dividends of 

recovery . Thls brings me t o t he t n1ra and final ma Jor 

f inancial policy of t h i s Ad~lnistrLtion -- taxation . 

' 
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I t would have been popular acaong certai n g r oups 

or our population to have raised add iti onal r e venues by 

ne w excise and seles t aAes -- t a xes tnat would have 

fallen mos t heavily on tnose l east •ble to pay . 

Nlui t did we do? < trst, we borrowed t o raeet t he 

emergency . La t er, when incoraes were &rowing l arger as 

a result of recove ry , we rev1seo the tnx system so as t o 

mok:e 1t fully adequate t o mee t tne future revenue needs 
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of t he Federa l Government . We di d t u1s by provi di nG taxes 

based upon toe deaocr~t1c princi ple of abi l ity to pay -­

pr1.Ciar1ly 1ncoae and estate taxes . Tnrough the l:l evenue 

Acts of 1934, 1935 , and 1936, we lowered t he effec tive 

rates of t axat ion on small inJ ividuol i ncoa es and on aaall 

corporat i on i ncoraes, tut Ke r a lsea and raade raore fully 

effective tne rates of !ncorae tax on t nose best able to 

pey t llera . 

Regraded Unclassified 



- 8 -

Our re~enue receipts ha~e not yet shown the tull 

ettect ot these t ax chunges. The bulk or collections 

under the 1935 and the 1936 Revenue Acts will begln to 

co~:~e 1n next year. But our lncreo.sed receipts already 

show the effect s ot buslness r eco•ery and t he great 

improvement in our tax s tructure. 

Total r e• enues ot the Federal Go~ernment have 

.1.66 

increased subst antially in e~ery year or the present 

.ldlllinistration . In t he fiscal year ended last June, our 

revenues were near l y twice as lar ge as t hey were 1n 1933J 

and, during tbe present fiscal yeur, we count on a turtber 

lncreese or .are than one-third. 

These t acts reveal how groundless are the rears, 

~o1ced tor caapa1gn purposes, ot t he aoundnea:~ ot our 

fiscal position. 
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" l'e bave ao 1aproved nnd atr engtbened tbe Federal 

t ax structure tha t 1t is providing additional revenue& 

euily sufficient to insure en early balancinc or the 

budget ana thereaf ter a rapid reduction 1n the public 

debt . 
/ 

/ So:se persons who, to put it 11il.dly, a re not too 

friendly to t his Ad.tniatrc t1on, are l oudly end frequent ly 

aaaerting that our policies will bring inf lation, and 

endaneer the val ue of savings bank accounts, life inaurance 

pol icies, and other fora& of saving&. 

np1cl lDo:r•e• ot ou:r :rnen•• tunl111Ja a OOIIPlew ,.....:r 

~ '118aa taa:ra. 
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1.! there was anything \e~ed to clinch t he t act 

~ " 
that there 1s no"dancer 1!11•••••••• it was supplied 

this year by the Preaident and t he Conareas. In .Tanual')' 

the Presi dent in hh budget message told Congresa t hat 

8Jl1 expenditures added t o tbe budget and 8IIY loss ot 

revenues 1m1st be financed by taxes . In .Tune Congress. 

carrying out the Presi dent' !! reco-endati ons• prortded 

the supplementary revenues. 

It took both courage and s tatesmanship on the part 

ot t he Presi dent an4 of t he ~ocratic Congress t o enact 

an iaportant piece ot revenue l egi slation l ess than five 

aonths before a national election. but it constituted 

your final assurance that the fiscal pol iciea ot t his 

Adalnistration are and will eootinue t o be sound. 
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Four year1 ago great financial atructures were 

collapsing and Yalues or all kinds were d i sappearina. It 

waa then that life i n1urance policies and tbe people'• 

saYinga and investaenta were 1n danger. !'hey are not in 

danger now. !he aan who says t hey ore ia Jus t tour yeara 

behind the time1. 

You still hea r •icrophone opinions t o tbe e!'tect 

that our doller 1a not sa.t"e. But the proof ot man's .till 

op1D1ona 1s to be found in the way they act. 

Inveat•ent bankers giYe to you t heir real op1n1ona 

16~ 

when they otter t or subscription and r ecommend to their 

cuatoaers 2~-year• J~-year, and eYen 6o-year bonda, 

bearing interest r ate• o.t" Jl per cent or e•en le••· 

Co..arcial aDd aaY1ngs baukers giYe you t heir real op1n10D 

by their actions 1n b~qing these bonda. 
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lrbllt do investors think or the safety or the 

dollar? Their actions s how wb.at they think. they are 

buring good- quality. l ong-term. l ow interest bonds • aad 

o ther high-grade securities . 

They are PIIJ'1ng 105 today for the sat1e ) per cent 

Govern.ent bond t~t sol d b elow 8) in 19)2. 

What do foreigners think about the .arety ot the 

American dol lu? 'fbey are not infl uenced by aent1aent . 

they can ke ep their aoney at hoae. it they like . Instead• 

t h'Y have been a ending i t over here to buy partic1p&t1oo 

1n Aaer l can r ecover, . Since J anuary . l 9J5. toreigDera 

have increased their holdings ot Aaerlcan securities ~ 

1110re than 700 Dl,illlon dollars. 

170 
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To<lq, 1n every tleld or finance where the real 

opini on of bankers, buainea•en, and 1nvsatora 1a tel\ed 

by their actions, •e t'in<l th .. pr o•tnc their cont1.deooe 

in our future i n the onl.7 way 1n which conti danee oan • 

reall7 'tle proveda By hrtnc down their •onq 011 t he 

barrel head! 

Some peopl e are broade&ating America shortJ no 

one h t ool enough to sell u srica abort. 

--oOo-
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There baa been a lot ot t h is loose talk about -
inflation . Inflation may mean many things, but to moat 

~ 
people it meanaA use ot the p r i .nting- preas method or paying 

the Government 1 11 b ills. This method has been available 

to Preaident Roosevelt since tho spring ot 1933, when t he 

Congress authorized the iasue of three billion dollars in 

greenbacks . In spite ot the magnitude ot the task ot 

putting America ~on its teet, one of t h e biggest 

peace-time tasks any Preaident has ever faced, President -- - -- - - __..,. 

Roosevelt h a.s not used the pr1nt1ng- preaa method. I can -
assure you that that method will not be used. 

There a re some who pro!eaa t o see danger ot 1nt1at1on 

1n our budgetary deficits. 
A/1.1.., 

Their tears also - groundl.eaa . 
/1 -
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11ft. GISI'Oii: 

lr. Roee said llr. 01b'bone telephoned 

him arx! asked that you tell the Secreta11 

that 1100 tickets have been e o1d for the 

dinner up untll this morni re. Ther will 

1500 can be acco 
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COPY 

October 23, 1936 

My dear ~r. President: 

I am sending you herewith a 
copy or the speech which I propose 
to give t oni ght over the radio. 

I will telephone you from 
!lew York bet.reen J : JO and 3 :45 and 
I hope at thut ti~e to get your 
approval. 

Respectfully , 

The President, 

The White House. 

/S/ Henry Morgenthau , Jr. 

Regraded Unclassified 



men at. 
for uy 
ber 23 

, } 

Oct.ober -96, 1936 

The Secret.ary addressed the gat hering of business the teot.1mon1al dinner to the Pr esident, arranged the Good Neighbor League , on Frld~ ni ght , Octo­at t he Waldorf Astoria Hotel ln New York . 

The Pr eaident was scheduled to arrive back i n washington on Thursday nig.'lt , October 22, and HU , JP. was to see h1m Friday morning at 9: 15 t.o get a clearance on his speech . However , HU, Jr. received word early Friday mor ning that the Preeiaent nad arrived after midnight and could not see him at 9:15 , but that he should send the speech over t o ur. l~u1r , take an early train to New York and telepnone the President later 1n the dRJ . HU,Jr. sent t he speech t o llr. Uuir with a note t.hat. he would cal l the Pres ident between 3: 30 and 3 : 45 . 

The Secr etary , Urs. Uor genthau end urs. Klot~ left Waeningt.:m on t.he 11 o 'oloc ~: train for New York . Due to heavy traffic from the Pennsyl vania Stat i on to the Hotel , HU,Jr . did not arrive at the hot.e l unti l 10 mi nutes to 4, a t which t.ime he te lephoned t.o t.be Wh1t.e House. UcintyPe came t.o the ' pnone and said that the President was at Cabi net . He did not. know whe t her the President bad read the speech , but enid that he would get word t o t.he President thnt HU,Jr. was wai ting for a clearance. He wanted to know what. part. of the speech HU,Jr. pnrticular!y wanted a clear­ance on and wh i l e HU, J r . d i d not want to call t ho Presi dent ' s attention to page a, deal i ng wi t h i nfla­t i on, but ~referred b1s r eading t.be entire speech, since Ucintyl'c pressed for ~h1s informati on he felt he ought t o g ive i t to him. 

At 4: 30, stl ll not havi ng ba<'. any word from the ~bite House and the time get~ing short i f there wer e to be any revisions , HU,Jr. again called ~he Wnito House and not. being abl e t.o ga t Uoint.yre on the ' phone be spoke t.o Kannee . Kannee tol d the Secretary t hat. t.hey had sen~ to t.be Pr esident ' s bed r oom tor t.he speech about. a half hour ago, but that the Pr esident wa s wor ki ng on his own speech and when he was fini shed he woul d rend Hll,Jr ' s. 

Regraded Unclassified 



-2-

The Pres ident called ~,Jr. at a minutes to 5. He 
s a id that he definitelY did not want HJ.I ,Jr. to say any­
t.n1ns about. inflation and told ll to to 'klll' pa 81 a. He 
said , "Actions speak louder than words • He also said, 
•r cannot say that ! am not go !..ng t.o use \.he pr1nt1ng 
press method. It would be lots ot tun to use it eoce-
time.• The Secretary 's replY was, •well , I wish you 
would l et me say what I have written on page a at this 
ttmo ,• but the President r epeated that he definitelY 
d i d not want him to use it . 

Page 8 , ae it was submitted to the P1·esid6nt , 1s 
at tached hereto . 

HU,Jr. was terrib lY upset over t.ne delay in getting 
a clearance from t.ne President. The dinner wee scheduled 
t or 7: 30 and h e did not get t he clearance unt.il 5 and up 
to t hat tlme he dl.d not know how much the President would 
t ear the speech apart. The suspense was terrific and 
HM,Jr . was under a great strai n. 

However, he and ~!r . Gaston (tho latter wee at the 
hotel when tho Secretary arrived and was present throughout 
t he conversa tions with the \'Thite House) immediatelY eot 
busy smoothing out tne connection between pages 7 and 9 
otnoe page 8 was now out . 

176 

Regraded Unclassified 



v 

177 

October 26, 1936. 
10 a. m. 

Burgess: Hello 

H .~ .Jr: How are you? 

B: I just wanted to make sure we understood eacb other 
to- day about wbat you want us to do . 

H.M.J r: On the bonds? 

B: Yes, tbat rs right. 

a . M.Jr : Well ltd stay right there with the market. 
try to put i t up but •• ••• • 

B: Yes. 

I wouldn' t 

R.W.J r: • ••• • I- I certainly don't want it- I want tbe orders 
under there just about l/32d under. 

B: Orders l/32d under, yes. 

H.M. Jr : And I' d be fairly aggressive . 

B: Yes. 

H. la!.Jr : Do you look tor any trouble? 

B: No - no everything ' s all right ADd there 1 s no real 
selling bere . 

B.M. Jr: Well l td like to leave it this way - this week 1 1m 
here - if the market at any time bas a soft spot 
will you call me personally yourself? 

B: Yes - yes. 

H. W.Jr: I mean right away. 

B: Yes . 

H.W.Jr : And - ab - bello. 

B: Yep. 

H. M.Jr: Ah - I mean it there's any soft spots just let me know. 
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B: Yes . Now Marriner - Mar riner talked with me after 
you talked with him. 

H. M.Jr: (Laughter) 

B: (Laughter) I told him you were riding him. (Laughter) 

B.M.Jr : What? 

B: I told him you were lli ding him. (Laughter) 

B.Y.Jr: 

B: 

B.M. Jr : 

B: 

B. M.Jr : 

B: 

B. l.t . Jr: 

B: 

B. M.Jr: 

B: 

R. W,Jr: 

B: 

B.LI.Jr: 

Yea. 

(Laughter) But of course if this thing got to the 
point where there was any real - real bulk of support 
necessary we'd be quite prepared to go 1n 1n as he 
said. 

Well he said this - if the market i sn't right something 
about your letting them know. 

That ' s right, yes. 

So I said, "listen, don ' t you wor ry about Bur gess", I 
said, "Burgess i s t aking darn good care of the market 
tor us". 

Yes. 

And I said, nDon •t worry - don ' t - don't - this isn' t 
on Burgess" . 

Yes . 

And I said that two or three times . 

Good for you. 

And I sai d , •I just wanted to find out What you call the 
market and 1t you' ve been doing anything" . 

(Laughter ) 

And or course he di dn ' t even know that the mar ket was or r . 

B: Yes . (Laughter) 
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H.M.Jr: And after all if I just sat here and waited f or you 
to call me up I might have to wait quite a long time. 

B: That ' s right we go ahead and do things. 

B. M.Jr : What? 

B: We can go ahead and take care or • • ••• • 

R.M.Jr: No I want to make i t perfectly clear - I - I just 
wanted to make - well I have certain reasons . 

B: Yes I understood it. 
perfectly. 

I thought I understood it 

B.M. Jr : And - but I made it very plain when he switched and 
sort of tried to - wanted to make it as though you 
should keep him in£ormed . Well after all he' s 
Chairman of the Open Market Committee . 

B: Yes . 

H. I4 .Jr: I don ' t think you' re even a member, a.re you? 

B: No I'm not a member - I •m just the hired employee. 

H. 14.Jr: Pardon me? 

B: I ' m the hired man. 

H.J.I.Jr: Well I made it very plain that as far ilS tpe Treasury 
was concerned and your work there we're more than 
pleased . 

B: 

R. loi ,Jr: 

B: 

H. ll.Jr: 

B: 

H. ll,Jr: 

Yes, well that ' s fine. I •m glad to bear that. 

But I also wanted to make the record that When it 
comes to supporting the market or - or buying why 
we•re carrying the ball. 

That'a right. That• s right. 

We have carried it and I guess we111 have to continue 
t o carry i t . 

Wetl the system - anytime that you teel that we ought 
to help why we can work it out you know perfectly wel l . 

Well -
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B: I think it 1110uld confuse things right now though to -
while you' ve got money that you need to invest . 

H. I& .Jr: Yes . 

B: And the amounts are small like this . 

B .~.Jr: No - I - I was just making a record that's all. 

B: Yes - surprise ourselves . 

B.I&.Jr: But - it's -you got that . 

B: Yes, I got it. 

B. M.Jr : And I don ' t know whether Eccles got it or not. 

B: I think he got it. (Laughter) 

B. J.I.Jr: What? 

B: I think he got it, yes . 

B.M.Jr: All right Burgess . 
particularly there 
nervous one way or 

B: Yep - yep . 

H.M.Jr: •••• you call me . 

Well 1f anything 1s weak 
might be - people get a little 
the other ••• •• 

B: All right we ' ll be right there under the market . 

H.M.Jr: Thank you. 

B: Very good. 

B.M.Jr: Thank you. 

B: GoodbTe. 

B.M.Jr : Goodbye . 

180 
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October ~6, 1936. 
10: 25 J..l/ . 

181 

Present: Wr . Tay lor 
Wr . Gaston 
l,lr . Upham 
llr. Haas 

E . ~' . Jr : 

Upham: 

H. M. Jr : 

Lochhead : 

White : 

H . :.~ . J r : 

!Ar . White 
l.lr . Lochhead 

This is Belgium and S~:1tzerl6nd . Mr . Oliphant has 
got sinus trouble . He says - I ' m per fectly 
serious - he says , "IAr . Upham is my a ttorney and 
ne can represent me ." 

Oliphant said that? 

Oliphant sa i d t hat. 

Viell now, look . 
take Switzer land 
hi s fi ngertips? 
fingertips? 

Which one of you f ellows? - let's 
f irst. Who ' s got this thing a t 
Archi e , have you got it at your 

Well , Switzerland we haven' t discussed in as 
great detail as Belgium . But Switzer l and has got 
a stabilizati on fund . The ~uestion of Switzerland 
is a little d i fferent than Belgium because they 
ha ve t ha t stabil i zat ion fund and it isn ' t just 
whether or not you are working with a country 
wi thout a s tabilization fund . 

The second point . Tiley are making up this 
Jeclaration and in the cable t hey mention tha t it 
has to be passed by the Swiss Federa tion. r<ow, I 
don' t know just legally how f a r, from »r . Oliphant's 
viewpoint, tha t would cover the question of dealing 
with the Government r ather t han with the Central 
Bank . 

In any ca se, it wouldn ' t be the same thing, bpca use 
you are dealing with a stabili za tion fund which is 
owned by the government. 

As I understana it - let me see if I understand 
this thing. Switzerland suys she 1ll sell us gold 
between gold points which vary 2 percent. Is that 
2 percent from the mean or 1 percent up r rom that? 
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Lochhead: 

H. \I . Jr : 

Lochhead : 

1:! . ' . Jr : 

Lochht<ud: 

R. '! , Jr : 

Lochhead: 

H. ·t . Jr : 

Lochhead : 

!!. " . Jr : 

1.ochhead: 

li.'' . Jr : 

Lochhead: 

H. !I . Jr : 

Lochhead: 

1:! . 11 . Jr : 

Hhite : 

Gaston : 

- 2 -

1 per cent up from that . 

I see . Bow bi g a stabilization rund has s he 
got? 

A stabiliza tion fund only about three - let ' s 
see , I think it gives - J58 it wus in the news­
papers . I t ' s 5J8 mi llion rrancs resulting from 
devaluation to the extent of J5 -

182 

Well now, nt the mean how much have t hey devalued -
Switzerl and? I r you teke the mean -

At the mean, JO percent . 

That would va ry , 1 percent up and 1 percent - ? 

That seems to be t heir i dea . 

Does tha t mean, f or instance, tlult we can buy 
between those points? 

Well, we can buy between t hose points, but if we 
did we couldn ' t convert i nto gold wi thout a 
loss ; we have to wait until i t runs the f ull 1 
per cent ei ther s i de . 

The full 1 percent? 

Yes . 

That ' s quite a big margin . Wha t is the mean? 
What i s it worth i n cents, the Swiss franc? 

Well , 1 percent either s i de -

Uo, what i s it worth a t JO percent devaluation? 

I hate t o let ~ memory - may I get ~ sheet? 

Get everything . 

(Lochhead goes out) 

Do you ltnow, White? 

llo, I don 1 t know exactly . 

Isn' t i t about the same as the French franc? 
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Nhite : 

i:i . I . Jr : 

Rhite : 

B. M. Jr : 

White : 

H.!LJr : 

Lochhead: 

H. li . Jr : 

Lochhead : 

H. lLJr : 

Lochhead : 

H. I.C . Jr : 

Lochh ead : 

H.M. Jr : 

LOCHhead : 

H.V. Jr : 

- 3 -

I ' m not sure that you quite understand they can 
extend that range, if they want to, more than 
tha t by changing their buying and selling . 
That ' s not their definitive deVtiluati on. 

You mean they can go more than 30? 

Yes, t hey can more than the French . But they 
can change the b~ing and selling price . 

\'/ell , White, from our standpoint there ' s nothing 
in i t for us . 

On the contrary , I'm afraid I 1m in disagr eement 
with Archie on this . 

(Lochhead comes i n) 

Let ' s just take this thing . ~fuen they devalue 
30 percent, what ' s the Swiss franc? 

They ' re down to about 23 cents . 

How much? 

22 .98 

Well, ~e ' ll call it 23 cents . 

23 cents . 

hll right, well , it ' s worth 23 cents . 

Yes , and we ' ll have to work between, say, 22 .75 
and 23 . 25, roughly . 

Well now, Archie , what is there in it for us on 
this? Vlbat do Ge want to buy or sell Swiss 
fra ncs for? 

183 

I wouldn' t say that we real ly want to buy and sell 
Swiss francs ourselves at all . I hope that we 
don ' t have to go i nto the market . But the point 
is, if the market should be declining and we war.ted 
to steady -

You mean the Swi ss market? 
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lohite : 
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- the Swiss franc , we ' d have to wait; we couldn ' t 
touch it for 25 points one side or the other on 
the buying and selling pri ce they gave us . Row­
ever, if they w~nted to oper &te against our dollar , 
they can do i t at one hElf of 1 percent spr ead, 
inste&d of -

'llh.y & na lf of 1? 

Because it is a quarter on either side . But I 
wouldn 1 t say the t woulo be something enough to 
s t op any agreement on i t at all . 

This i s the \¥8Y I feel. This is what toe purpose 
of this urgument is for. Now, 1.e see, for inste.nce , 
that to get this thing througn they make three or 
tour - This i s tne way tney want to do . This is 
all on a 24-hour basis. Why not take i t the way 
they set it up? 

I would say more than that . I think tha t, parti­
cula r ly because it is an i mportant point to hEve 
the s preud such ~ s t hey desire it, .<e ought to move 
to11ard tneir· direction and not toward our direction -
for two reasons, which I won' t go into for the 
moment, unless you wish to . 

Please go into it. I• ve got all morning . 

Well , the advantage of havifi6 a spread of about 
plus and minus one percent is t'No-fold, of course . 
One is it gives the stabili zation fund or the 
Treasury which is operating a greater degree of 
control over the di scouragement of undesired short 
term capital movements, •~t1thout the necess ity or 
entering upon any exchange controls . 

To demonstrate that the exchange risk of a pos­
sible increase from the low t o the high of 2 
percent over short term periods is enough to 
discourage capital which woulo otherRise move in 
response. t o varyi~ exchange rates from one center 
to another cerater ~of even as much as 2 or J 
percent), one of the di sturbing factors has al~ays 
been that these liquid funds go from one money 
center t o the other in response to short term 
interest r ates . Sometimes that is good - usually 
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Whi te : 
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it isn ' t- but the Treasury ought to be the 
judge as to whether it i s desirable ; and they 
can, by having this opportunity to manipulate 
the exchange r a te or ~o control rates between 
countries - t hey cen go a long way toward 
contr olling the movements of tha t ki nd of 
short term capital . I ' m not speaking of short 
term capital speculating against possible 
devalua tion, and so on - that ' s another matter . 
I ' m speaking of the ki nd of capital movements 
t hat will t a ke place when things tend to settl e 
down . That i s one point which needs a little 
expansion, but I won ' t now . 

To conclu ie ~itb r ega rd to the f irst ooint : 
Ther efore , f or us to make a st~nd, to'say to 
Swtt z<rlnnd n;;e "ould ;>refer t hat you have i t 
toe same as we have it," makes it a l i ttle more 
difficult to do Hha t I hope we •ill do, and thet 
i s to i ncr eLse the spread and not leave i t at t he 
present point or go i n a smaller degree . 

The second poi nt is , I think, c littl e more funda­
ment al a nd a little more i mportant . You' ve got 
two opposi ng schools of thought here . 

You mean in tue Treasury? 

.1ell , let ' s SLY in Via shim; ton - in Washington llnd 

in the subject in g eneral. 

One i s to push gradually to muke those conditions 
possible which wil l r esult in a return to fixed 
exchange r~ tes equivalent to the former gol d stan­
dard so far as the exchange rates are concerned ; 
that i s , a st&bi l i ty , a fixity of exchange r ates . 

185 

The other school believes thHt tnere should be 
some flexil·ility so thbt when conditions warrant, 
in the opinion of whatever toe monetar y authority 
is, the Treasury , there shall be some movement pos­
sible •ithout the concomi tants a nd disastrous 
effects that accompany a change . 

Nov.· whn t has that got t o do with thi s par ticular 
poi~t? Some t hing very important . If you h& ve a 
fixod exchange r a t e in whi ch the spread i s very 
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narrow, the longer t hat persists the closer do 
you become to a legal gold standard in the sense 
that tradition plays the role that law would have 
played, and you cannot alter that law ~ithout 
introducing all kinds of difficulti es and politi­
cal considera tions and stresses end strains . 

You will notice England has kept away f r om that, 
and i f you feel in sympa thy with the other then 
you want t o have that kind of a range of flexi­
bility for the purpose tha t I sai d befor e , of 
control over internat ional capital movements -
t his t s a separate, but in order to make it pos­
s i ble for you to move a little beyond or a l i ttle 
above if t he occa si on warra nts , Yithout calli ng 
forth all the f actors of objection and criti ci sm 
and disturbance t hli t would be called forth 1f 
you ch&ngeJ the fixed r ate . 

For example, I' ll give you an illustrati on. Vlhen 
sterling moves from 490 to 495 , or from f i ve 
dollars to 490, the British people aren ' t dis­
turbed at all . But supposing it had still been 
f ixe<! at 486, 484 to 489, and then sterling went 
to 480 . You would get altogether different con­
se .uences , and you would get an altogether t.l 1ffe r­
ent preliminary before that t ook place ; i t Rould 
h~ve to take greater pressure t o do it . 

Therefore, I would say thbt, so long a s we des i re -
we are not certain of Ranti~ to return to a 
fixity in the long r un - t~t qe want some f lexi­
bility - tha t we oughtn't to toke that i nitial 
step ourselves and therefore we oughtn' t t o 
encourage Switzerland to do it and ther eby go on 
record and make i t easi e r. 

And beyond tha t , there is the further fact tha t 
a spread of plus or minus 1 percent doesn ' t put 
us at any d isadvantaP:e at all with regard to 
Switzerland . It isnl t signifi cant with regard t o 
Switzerland . It might be a lit tle more significant 
Rith rega rd to England; and in any case it bears, 
I would say, negligible effect upon those whom we 
~re mo~t concerned with - I mean the i mporters and 
exporters . A potent i al of plus or minus 1 percent 
is u negligi ble factor . 
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Those are the reasons , in t.r i ef . Ther e i s more 
to be said , but it ' s technical and I don ' t Nant 
to bore you. 

Let me - Who agrees dth Vlh1te on thi s ? 

Her~? I don ' t know . 

I do . 
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~ay I say this , as far as the spread between the 
gold - the gold b~i~ &nd selli ng r ate . I ao 
in favor of a wider spr e1<d th&n r.e u.sed to have . 
In other words, we used to buy and sell gold a t 
20 .67 and 'e Nere tied t o i t ; so I think ~hen we 
said ~uarter of l percent ei ther s i de , buying or 
selling , we taade a step in the r ight airecti on . 
!I oN, the ques tion as to how wi de that spr ead should 
be is one that i s pretty difficult to f i gure out . 
I t may be better to be 2 percent t han a half of 1 
percent . I n other .vords , the spr et<d betl'leen the 
half and 2 percent mlghl make quite & differ ence 
in commerci a l ma tter s . Now, I c&n see your s (to 
.Vhite) on short term capi tal movements . On t ne 
other band, you ' ve got your commerci a l peopl e to 
Nei gh; and, i n the same WGY tha t a spread of 2 
percent di scourages the flight of capi t al f r om 
one countr y to another , it also ~oes ac t as a 
disturbing i nfluence in commerc ial transact i ons . 

·:;ell, let me ask you this . I n this thing with 
Switzerland, is there anythi ng else .ve ' ve got to 
get, for ins t ance , England and France to agr ee 
to? I mean in the case of Lngland and Fr ance 
they give us a f i xed pri ce each day a t which they 
will sell . 

Ontil f ur ther not ice -

Between poi nts . 

I would s ay t ha t it is not s i gni f i cant e t ell . 
The i mportant thing here i s t ha t Engl and can 
shi f t from day to d ay; it isn' t • ha t ~ould happen 
wl t oin t he day t ht1 t i s i mpor tant fo r the purpose 
,,e are discussing . 
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But this i s a little d ifferent . Belgium has 
given us a fixed price which they have . England 
and France have g iven us a price which shifts each 
day . 

And Switzerland has gi ven us a price which- they 
are giving us a f ixed price, but they may change . 

Uay change it, yes . 

Upham, have you got a nything on this particular 
point? 

No, I think not . I should think it is a me. t ter of 
exchange trading . 

Di d you nave any feeling? 

No . I will say that the explanation appears to be 
all right . I certainly don ' t think it should stop 
any agreement between us . 

Wayne? 

I tnink it is desirable to have this other mechanism 
nere, which we can descr i be a s the Swiss mechanism, 
and to see Rhat happens . ~e can' t get hurt very 
much, anJ I thi~ it is a desirtble thing to have 
another experimental approach, if you want to call 
it that , to the problem . 

Let me Just read this over . . . . . . 
Who i s it diff ers, as I call i t , wi th White and 
Haas? 

.Yell, I knon defini t ely tha t Williams and Golden­
wei ser would both be on the other si de . 

Can' t tell; I'm not sure . A year ago, yes , but I ' m 
not sure now. 

I'm merely repeating what they sta ted Wednesday • 
They did stat e t hey preferred the narrower point . 

But tha t ' s only a s mall part ; it ' s only minor . 

Regraded Unclassified 



>'lh1te : 

H." . Jr : 

Locrlhead : 

Tnylor : 

H. ' . Jr : 

Taylor : 

/lhHe : 

t.ochhead : 

h . 'I . Jr : 

Lochhead : 

Taylor : 

- 9 -

Well, I don ' t think it ' s thflt important . 

(Secretary reads part of the Beleian 
~ogree:nent) 

I don ' t &e t this yet . 

llell now , he has a feeling tht t if we accepted 
Belgium in here as a gold st~ndard country we 
mi ght agree to allow Belgi um to convert the 
ba lances they might owe here at any t i me regard­
less of when they secured t hem . I n other Nords, 
just now we tell England and France "If you buy 
dollars today you have to tell us today whether 
or not you ' re going to convert , t nd if you don ' t 
then you 1 ll nave to t ake the chances later on." 
The Chamber of Deputies got the i dea that ve were 
going to allow Belgium the free right to convert 
balances into gold a t any time . 
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Now, frankly , that wasn ' t in my mind . LIY feel i ng 
is that Belgium should be trea ted exactly as the 
other count r ies . They have to declare exactly the 
same day they operate . 

You see, Belgium Joes offer conversi on to everybody , 
gold standard countries . Do, to give full reci p­
rocal f ac ili t i es to Belgi~D -

But only for one day . 

But t hey wi ll do it inJefinitely . We only asked 
for one day . 

There is an enor mous difference . We 1 ve got nothing 
in Belgium; t hey ' ve got a l ot her e . It i s good · 
for her here until she s t ops . 

So we stick to i t . 

She ' d ha~e to do it each day . Well , di l you ex­
plain it in that? 

Yes . 

We naturally had that i n 1ni nd - were ver y apprecia­
t ive. 
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f i scal agent Just as our bank is oper a ting a s our 
f i scal agent; t ha t the same pr oblem di d not ar i se 
wi th the other three countri es because t hey have 
a stabiliza tion fund operated and owned by t he 
government . But here is a country ~ithout a 
stabi lization fund and ~e 'd like the same t ype of 
arraoge~ent; ~e 1 d prefer it . I wouldn' t say any­
thing abou t i nsist i ng u~on i t . We would pr efer t o 
oper a te with Treasuries , and or course t he Treasury 
can name the Central Bank as agent . 

Now, I t hink there i s somet hing a lit t l e mor e at 
stake . 

You don ' t have to argue that . If that point wasn ' t 
clear , I wouldn ' t - I mean as far as I ' m concerned 
there ' s no a rgument on thht . I 1 ve crossed tha t 
bridge . I mean I wi ll only uo business wi th the 
Treasury . 

All r i ght . 

And that was fully e xplai ned to Cochran before 
he neat th~re . 

Well, that ' s not clear from the cable; a t leas t , 
there ' s some doub t i n some of our minds that it ­
let me put i t that way . 

~~ell , as I understand 1 t - does anybody di sagree? -
we only ought to do busi ness wi th the Treasur i es , 
irrespecti ve of whet her they ha ve a s tabi l i zat i on 
f und . 

Th ere is consi der able diffe r ence of opinion there . 

I mean I c r ossed tha t bridge . 

You mean anybody her e? 

Anybody here . 

I don • t think so . 

I s Oli!'hHnt. with us on t hat? 

He a rgued it ver y strongl y . Tha t 1 s t he point · 

.. 
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l'iho wanted to do business the other wa,y? 

I would say that the Federal Reserve people 
had some ques tions in their mind about that 
!:iowever, Willillms , particularly in the disc~s­
sions on - when was it? Wednesday or Thursday -
stated very strongly that he thought that it 
was desirable to do business between Treasuries . 

Vl1111ams? 

Yes 

Well, I've crossed that bridge . 

Much more strongly than I have ever heard hi m 
say i t before • 
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But there is a d iffer ence which I think the Secre­
tary must be aware of . It seems subtle, but actually 
it is fundamental . I think i t is subtle because i t 
is presented in a subtle fo shion , but not because 
the r eel differences are subtle . And - I don 't 
know, I ' m not sure - it seems to me that Williams 
def1n1 tely would say the t it •Hould be perfectly all 
right for the Central Bank to do busi ness with us 
providing the Government there gave it its blessing . 

Well , th&t isn ' t - we ' ve - we ' ve crossed that bridge . 

I mean - is t hat a fair statem~nt of his position? 

I think it is one of those f i ne l ines of shading . 
! wouldn ' t be prepared to take- you get down to a 
question of t he legal authority , of who owns the 
capital stock, what the purpose is , and so on . 

That ' s only on the surface . I think it ' s -

Yes, i t ' s much more . Now, the other thing . Some­
body - not the President - the King of Belgium, by 
decree, withdrev.• this stabili zation -

- and can - a s far as we know, ceo create another 
stabili?a tion fund and , it woulo seem, can also buy and 
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sell gold, so that it doesn ' t seem as though 
they can ruise a n objection on the ground nwell, 
we have to get Parliament, we have to pass a law 
in order to mbke this possible . " It doesn ' t 
see~ to us that it is necessary to do that. 

Exce~t that t hey don' t have any dough. 
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The point really gets doNn a lso to whether or 
not, if you made the arrangements , the Treasury -
they s ay , 11 Yes, •Ne 1 re dealing with you" and the 
next day they say, "'lle ' re not dealing nith you" -
they turn i t over t o the Central Bank. '1/ell now, 
t he legal question there, -Nhetller or not thet i s 
satisfactory -

Listen, the minute that they don ' t do business in 
a satisfactory way, we stop doing business ~ith 
them . Now look - certa inly, you take - no one 
outside of the Treasury would have thought that 
China would be as scrupulous ln her dealings as 
she ' s been with us , and still she ' s been absolutely 
on the up and up . Huh? And anybody tha t isn ' t 
becomes a financial outlaw, thut 1 s all ; the hell 
with them . 

Now, the thing that I wanted to get here today is 
whether we could announce thut we nave added 
Switzer land and if Switzerland is ready to go, 
and whether we have to wait for Belgi um too . 

We don't have to wai t for Belgium, but d idn ' t 
Cochran mention • t one t ime that France nas 
anxi ous , they ' d like to see the whole three? 
There ' s no reason we should ha ve to wa i t , except 
whether it will cast a doubt on the other two . 

I think it is more effective wnen you have one 
and another one and another one . 

It ' s been in tne paper tnat hmsterdam has been 
gaining steadily over the por t in Antwerp, and 
Antwerp, a s I understand , ia the big cr ux of the 
dolland-Belgium f i ght as to which of those ports 
do ~he big business ; and they were gaining, and 
it looks as though they gai ned more. So HolJ and 

Regraded Unclassified 



o\hi te : 

H. '.I . Jr : 

•'rill te : 

Haas : 

- 14 -

may want to sit back and see whut she does . 
She may think it is t o her advant aee in her 
relationship wit h Belgium . 
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But I think t his : that I "'ouldn ' t fool a round 
very much longer and let Belgium have t he right 
to t a ke gold out of here without cancelling; and 
if Belgium didn' t come to ter~s I ' d simply cancel 
anything prior to October 1) . 

'II ell, in \.a lk1ng to Cochran I •11 tell him, a s 
far as Switzerland is concerned, "The minute that 
the Swiss pass this thing , send me a cable , will 
you ." hDd then we 111 take i t up as to what we 
11ant . 

Then, as to Belgium, if we don ' t feel as he stated 
it in the c~ble that it is entirely clear tha t 
~e are doing business with the Belgi an Government, 
not with t he Central Bank, why , we want to do 
bus iness wi th the Government, make it absolutely 
clear that we want to do busi ness only with the 
Treasury . 

Further , we think we are right in our i dea tha t 
through a Roy&l Decree they could reinstate their 
stabili a tion fund . VIe z. re not going to insist 
on it, but we ' d feel better about it . 

das Holland got a stabili7.ation? 

Yes . 

That this seems to be the style right now . 

There ' s good rea son there for creating a stabili­
zation fund . Well , there 1 s less reason in Belgium 
less rea sons where there i s f ixed excbbnge . But 
there still can be made an excellent case . 

There ' s only one question in my cinJ, Mr . Secre­
tary , on thi s , and that 1s t hat - I think this is 
a very satisf actory a rrangement - that i f a country 
the size of Belgium doesn ' t have to have a s t abili ­
zation fund , I don ' t think we ought to put pressure 
on them for it . 
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No, but I would say t hat we ' d feel a little 
better H -

But a t lea st , about the dealing with the Govern­
ment, you mus t dea l with the Treasury actually 
a s the pri ncipal . If the Bank comes in, it must 
be as the agent . 
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Seems to me I 1d go a little light on tha t second 
po int, even that you ' d feel o little better about 
i t, because wi t.1 t lleir set- up there isn 't great 
need for it • 

•. ell, tnere •s no harm in s ayi ng it. 

.. e ll, if you say it, s ay it lightly . 

You ~ean s ay it to Cochran, not to the Belgians . 
My feel ing is they can explore this and there ' s 
no rush; make sure 1ve understand each other, t hat ' s 
the main thing . 

If it comes down to a ques tion of whether we will 
or He won' t , I don ' t think we ought to pay the 
slightest ~ttention -

I don ' t want a ny of this passed on to the Federal 
Reserve here until I give the word - through 
Llarriner, I mean, :1h~t t 11e are doing today. I 
mean, ~fter all we see them a t lunch tomorrow, 
which is time enough . I mean they lrnow enough 
about it now . I mean I don ' t think it is 
necessary -

- to run across the street every f ive minutes . 

No . 

No , I don ' t t hink so either . 

I think they know enough unti l noon tomor row . 

And Geor ge has talked it over and we have agreed 
thHt the thing for George - he ' s go i ng to get up 
the darndest thing for plans - five-year plan, 
monetary plan, and all kinds of things , and we 'll 
lay them al l on Marriner ' s doorstep . We ' re just 
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going to - George is - in other words, we're 
going to make them sweat produci ng figures for 
us . 

>'ie 1 re going to cooper a to . 

.i.hat 1 s right . 

That ' s what you call 80 percent cooperation . 

Yes . 

.1.95 

And the other thing - George and I decided that 
on the 15th of Nove~ber we 're 0oing to release the 
1935 figures on the figures for the first of thiS 
year as to the dealings in gold, capital movements, 
a nd so on, and give it out on the 15t h of l:ovember 
for tne calendar year of 1935 and the first nine 
months of this year . There is a six months ' drag 
there . And do that every three months and begin 
to open up some of this . 

You say there ' s A six months ' drag? 

Six weeks ' dr ag . Do tha t every three months . 

Did you r ead the Herald-Tribune yesterday? 

Yes . Dut I mean this 1s just - I sense tha t we 
should beg in to give more; there ' s no reason in 
the world - one of the things I Nan~ to do before 
tne first of January is to relea se -

As long as there is a sufficient lag I think it's 
all right . 

l'iell, it 1 s six •Neeks 1 lag . 

.i.bere ' s no question in my mind that it ought to be 
three months. 

It ' s just a little close . You say six weeks from 
the time we receive them or s i x weeks from the 
actual date? 

No , you give nJ.ne 1110nths. 
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No.v , vte get down to this other business . Le t 
me just switch 11 minute to the Belgium thing . 
As I understand it, some of the lawyers feel 
that this isn' t- ~e haven ' t got enough backi ng 
of the Government of Belgium, too much Central 
BaM . 

tlot only lawyers . I feel tlu t Nay . 

I t a lked to George last night a t the house , 
and he ond I had a chance at it . Who wants 
to talk on this? 

The only last word, a very short word, is a 
question there as to whether or not this i s 
an agreement of the Central Bank of Belgium wi th 
the United States Treasury containing the bless­
ings of the Belgian Government, or whether or 
no t the Belgi an Government really i s the prin­
cipal, using the Central Bank as an agent . Now, 
I feel there that, naturally , it is much better 
to know we vre dealing with the Trehsury on the 
other side . It i s a question, of course, as to 
how far their set- up will Rllow them to deal 
direct as a Treasury . But I do not feel there 
is a ny need of rushing and , if necessary, we 
oueht to explore it, either tnroueh Coch~fn or 
otner catnnt!ls and find out. just how far • e 
can go . I don' t think we can insist on certain 
forms, but .ve can r e:nove any doubts by asking . 

How would you put it? I mean .vhat do I ask for? 

Well , I think there is something more at stake, 
unless you want that answered . 

Answer thnt first . 

.1.96 

Tel l , I should a sk Cocnrlin to make inr,uiries to 
the effect of whether or not they do not already 
possess the po.ver and whether or not they might 
not finu it feasible , more desirable, to do exactly 
as the other three groups are doing ; namely , to 
operate from Tr easury to Tr easury, and namely, that 
they appolnt a f i scal agent of thei r Central Bank, 
that their Central Bank is opera ting as thei r 
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It •s a little close, llr . Secretary . 

He meant between October -

197 

As to giving it, though - I mean I want to open 
up s ome of the stuff that isn't going to hurt 
anybody and give out , say, a summary of the 
eudit of the stabiliza~ion fund. 

Very good . 

The amount of the profi ts, you mean, etc.? 

Yes. 

I should r egister ~ objection against that, Wr. 
Secretary, very definitely. 

'.'/ell, that isn ' t up right now . The other thing 
is. 

That 's different, but as far as that part of it 
is concerned, I would like to have an opportunity 
to express my objections, which are strong . 
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TREASURY TRANSFERS GOLD TO F EDERAL RESERVE 

WASHN- _ 
WASHN- THE TREAS URY TR ANSFERRED 12 000 

0 0 0 OLS OF GOLD TO THE GO LD CERTIF ICATE 

FUND OF THE FEDERAL RESERV E BOARD ON OCT 23 

THE TREASURY STATEMENT FOR THAT DAY SHOWS 

F UNDS SO TRANSFERRED ARE USED BY THE 

TREASURY FOR GENERAL OPERATIONS INCLUD ING 

INTERNATIONAL CURRENCY TRANSACTIONS 
OCT 2 6 J!)'*t 

THE GOLD TRANSFER ON OCT 23 WAS MORE THAN 

OFFSET BY TREASURY EXPENDITURES OUT OF ITS 

DEPOSITS WITH THE FEDERAL RESERVE BANKS SINCE 

THE TREASURY ACCOUNT WITH THE RESERVE BANKS 

SHOWED A NET DECLINE OF ABOUT 800 000 DLS ON OCT 

? 3 

Regraded Unclassified 



t \).J. ~. ttJ ) 9£61 9<: l:>O 

GOLD MOVEMENT 

~LD AMOUNTING TO 5 292 000 DLS HAS BEEN 

ENGAGED IN ENGLAND FOR SHIPMENT TO NEW YORK 

OF WHICH I 694 000 DLS WAS ENGAG ED TODAY AND 

THE BALANCE AS OF SOME PREVIOUS DATE- I 700 

000 DLS WAS ENGAGED FROM BELGIUM TODAY 

GOLD IMPORTS AT PORT OF NEW YORK UP TO 3 

PM TODAY COMPRISED 600 800 DLS FROM ENGLAND 

55 300 DLS FROM INDIA AND 10 200 DLS FROM EL 

SALVADOR- THERE WERE NO EXPORTS 

MONETARY STOCKS GAINED I 475 400 DLS AS A 

RESULT OF NET DECREASE IN GOLD HELD UNDER EAR­

M~RK FOR FOREIGN ACCOUNY' 
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October 27, l93e 
(DJ 11:10 a.m.) 

T. J . Watson Sees Exchange Agreement Benefit to Tra4e 

Tbomae J. Watson, President ot International Buainaaa 
Exchange Corporation, on his arriTal trom Europe on the 
Aquitania, stated he belieTed conditione in Europe are improT­
iDS and that rosiness and financial leaders of the leading 
countries are uking a deterained effort to bring about better 
trade relations. The international agreement to hold exchange 
rates within reasonable bounds is considered practicable and 
all agreed that it will aproTe trade 1n all countries and 
help t o bring about a normal flow of goode and aerTiCBI acrose 
the borders of nations. 

'" 0 
0 
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C: Bello Mr. Korgenthau. 

H. M.Jr: Bow are you? 

c: All right, thank you. 

October 26, 1936. 
11 : 05 a.m. 

How are you getting on? 

a.M.Jr: Oh pretty well and how about you1 

C: I'm all right . 

B. M.Jr: Now this is the way I feel . 

C: Yes . 

B.M.Jr: On the Swiss - I take it tomorrow they' ll go through 
their l ast motions. 

C: Yes - that was to be at bank to bank tomorrow. 

201 

H.M. Jr: Well AS tar as Switzerland is concerned they're - we•re 
satisfied. 

C: You 're satisfied. 

B.M.Jr: As far as Belgium is concerned we ' re not. 

C: I see. 

H.M. Jr: The people here •~th me in the Treasury do not feel 
that we ar e doing business w1 th the Treasury in 
Belgium. 

C: I see . 

B.K.Jr: We want to make absolutely sure that we're doing 
business with the Treasury and the principals. 

c: Yes . 

B.M.Jr: I t ' s perfectly satisfactory to us to have the Treasury 
designate the National Bank of Belgium as th~ir Fiscal 

Agents. 

C: Yes. 

H. J.I .Jr : But we want to do business with the Tr easury 1D Belgiua 
and I reel very strongl~ on that. 
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Now as to - we have tried here with the best ~acilitiea 
we have to loQt up the Belgium law. 

Yes. 

And we are under the illlpression that the K.1ng of 
Belgium dissolved the Stabilization Fund ••••• 

. ... Yes. 

••• •• through a royal decree. 

Well that •s true. 

And that he could re-establish that Stnbil ization Fund 
through a royal decree . 

Yes . 

Now as to their having a Stabilization Fund we•d a 
little bit r ather have it. 

Yes . 

But we don't feel strongly about it. 

No . 

In other words, we ' ll do business with them if they can 
satisfy us through you that we are doing business with 
the Treasury . Now have I made ~self perfectly clear? 

Yes, yes I get your point . 

llow do you th1nk you ought to go over there and see the.m? 

Well I - I don•t like the point yet because I - I have 
that declaration drawn up to go in the Treasury here 

at the same time. 

Yes well this - then we've bad a lot of people here 
and they've spent all of last week going over itaand 
they finally decided that that is not satilt actory. 

Yes, I see . 

See? 
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C: They consider that they• re one step ahead of us . 
They say they' ve had the Stabi lization Fund and 
wil l work through that so franca are now back to 
a point where the Central Bank is spunky and 
didn' t . . . .... . 
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B.M. Jr : Well they may be - well I don• t want to get into any 
argument - I mean as to what they think but as far as 
we are concerned we're not satisfied and we - if - we'd 
like to do business with Belgium but we ' ll have to be 
satisfied that we're doing business with the government . 

C: Yes. 

B.M.Jr: You see? 

C: Of course I had the approval of the Uinister of 
Finance - his own approval of the Premier of the 
country to that arr angement . 

B.ll. Jr : 

C: 

n. !J. J r : 

C: 

H. n .Jr : 

C: 

I know but I mean we•ve got a lot of people in here -
people like - I mean Central Bank people as well as 
Treasury people and they' ve spent days on this you see? 

Yes, yes. 

And there's been arguing back and forth and back and 
forth and when we get all through • •.•• 

Yes • 

• • • • . • the conclusion v1e come to i s that we don 1 t feel 
that the government t hrough the Treasury ~t Belgium 
is the principal that we ' re dealing with . 

I see - I see. 

B.u.Jr: Now I think the best thing to do would be to go over 
there and spend a day and see them. 

C: I see . And you don't insist on a Stabilization Fund 
being set up again. 

R.M.Jr : ' No I do not. I ' d a lit tle bit prefer it but I do not 
insist. 

C: Yes . 
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I just asked - I'd a little bit prefer it. 

Yes . 

Now _ I see the difference in time - could you still 
go tonight? 

No I couldn' t make it now because the train goes at 
6:10. 

Oh. 
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And I don't like to go up without making some appointment. 

No, no. Well then all right . A day won•t make any 
difference . You could go up there - and anyway you'd 
know tomorrow what action Switzerland is tald..ng . 

Yes that ' s it. 

And then you could go up there Tuesday night. 

Yes I could go up tomorrow night all right. 

Yes , well supposing you do that . 

All right. I ought to - I dont t know just what time 
the Swiss will have their decision. 

No . 

See? 
But I ' d go up to Belgium anyway Tuesday night . 

All right . 
Now just a moment . (Pause - conversation carried on 
in H. M.Jr •s. office) 

Hello. 
Just a minute. They' re asking me to expl ain something -
a point that the British have brought up but I tell them 
if they think it• s necessary they can give you a cable 
which you' ll get before you leave. 

I see. 
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We've explained i t to the British. 
Mr . Chamberlain brought up. It•s 
and Kr . Chamberlain misunderstood. 
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There ' s someth1ng 
a technical point 

C: I see . 

H. ll .Jr: And we've explained it to them and I tll explain it to 
them again . Now I 1 m going to tell the British that 
I •m going to ask you to go up there Tuesday night to 
see them and I ' m going to t ell the British why you' re 
goi ng up, you see? 

C: I see. 

R. N.J r : And you t ell our friends 1n the French Treasury bow I 
reel . 

C: All right . 

B. M.Jr : And I ' ~ going to tell the British that I • • •.•• 

C: Has any of your people there any mor e specific suggestions 
as to what to suggest to the- t o the Belgians • • • 

B.N.Jr l Well it •••• • 

C: •••• shall I get any sort of a formal document or do you 
want 

I ' ll 
B. N.Jr: Cochran, if they have anything now/tell them to put i t 

1n writing and get it orr 1n the next hour or t wo. 

C: All right. 
anyway 

B. M.J r : I tll get it to you/so t hat you have it i f t here ' s anything 
more other than just the very strong reel ing that I have • •• • 

C: 

H. J4 . J r : 

C: 

ll . !4.Jr : 

Yes • 

• • • .. t hat I want to be sure that i t 1 s between goYernraents 
and between Treasuries. 

I see - I see . 

Now I - I - I can• t say anything more than that and i f 
anybody - the technical people have any more technical 
way o! explaining it I ' ll bave to put it down in black 
and white and send i t to you. 
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C: Al1 right just so it will get off t onight • 
• 

s . w.Jr : Yes - now .. .. 

C: •• •• • I ' ll call tonight if I can and make and make 
an appointment for Wednesday then and go up from here 
tomorrow night . 
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R. H.Jr : And will you advise t he French Treasury of the p6sition 
that I •m taking? 

C: Yes . 

B. ll . J r: Please . 

C: I t alked to the French Tr easury just two 
and Baumgartner said we ' ll have no news . 
informed on this trip business, 

minutes ago 
I kept him 

B.U. Jr: Yes. 

C: And he knows I expect somet hing . 

R. H.Jr: Now you might be thinking thi s over - I 1d like your 
opinion - Whether we - if the Belgians hold back should 
we go right ahead with Switzerland? 

C: We 111 go right ahead. 

B. li. J r : Should we or shouldn' t we? With Switzerland alone? 

C: 

R. ti .Jr: 

C: 

R.H. Jr : 

C: 

R.ll.J r: 

C: 

The thing looks a little narrow if we only have one 

out of the t hree . 

Yes . 

Gold bloc country. 

Yes . 

I mean that would be my f irst view. 

Well I don r t think you ' 11 have any trouble wi tb 

Belgium. 

No my only point was just a te~b!:!J.cal ~ne as to wbether­
I mean we ' re going to tell themxrt isn't possible - as 

to wbat we ' d get out of them. 
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Well it - it goes into a lot - you'd have to be over 
here - there's a very important principle which I 
have - I mean - I mean a tunda.mental principle that I 
want to do business between governments and not between 
Central Banks . 

Yes - yes . 

Now that ' s - I mean that is the fundamental principle. 

Yes . 
And I don't know that I 111 ever go back as long as 
Kr. Roosevelt and I are here as to having the thing 
under the control of the Central Banks rather than the 
government . 

Yes - yes. 
But that is, as I might say, the Roosevelt-llorgentbau 
policy now. 

I see . 

And it certainly will be for some time to come . 

Well I t ll read over that Belgian financial law again 
before I go up. 
Yes but I mean that is the fundamental thing and this 
thing is going to be between governments rather than 
between Central Banks and I ' ve explained that to both 
the Feder al Reserve Board here and to the Bank in 

New York and they understand my position tully. 

Yes - yes. 
And - but the best way I can describe it is the 
Roosevelt-Korgenthau policy • a to how we ' re going to 
do business . 

C: Yes - all right. 

B. Y.Jr: How Cochran 

C: Yes . 
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a .M.Jr: While I have you - eh - eh - if the French want to 
bring any pressure on Bolland I bave no objection 
but we' ll • • •.••• 
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C: • • • ••• Just when I was talldng with Baumgartner a 
minute ago I said, nHave you people ever beard from 
the Dutch on this• . I said, •We haven't had a word• . 
Be said, no that we heard last week that Tripp was 
coming over here this week and said to-day tbere bad 
been no further word of it and be ' s inclined to think 
that nothing was developing . 

R.M.Jr: Yes. Well there ' s been something in our American 
papers about the fact tbat Amsterdam - tbe Port of 
Amsterdam is going ahead - the Port or Antwerp. 

C: Yes . 

B.K.J r: And I wonder it Bolland doesn't feel tbat sbe bas an 
advantage now Which sbe doesn't want to give up. 

C: It•s entirely possible and Tri pp is pretty wise and the 
bank tbinks tbat tbese funds might get to working in bis 
pocket some way that would put him at a disadvantage . I 
don ' t know but • •• ••• 

B.U.Jr: Yes . Now . ..... . 

C: 

B.Y.J r : 

C: 

H. loi .Jr: 

C: 

B.M.Jr: 

C: 

I haven't told him - I haven't had a word with him. 

Ah-ha. Did the French papers carry any of rq radio 
t alk Friday night . 

They just summarized it briefly. I have one before me 
now. They say that some praise of the financial policy 
of the government has • ncurred from the increase ot 
receipts bas permitted the balancing or the budget next 
year . 

Ah - ha. 

That's the gist of the summary. 

Well I think I •ll send you over a copy b)' mail. You 
might like to have it. I ' ll mail you a copy. Bello 

Bello 
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a.u.Jr: Now how are economic conditions right now in Prance -
I mean are they •••• • 

C: • •• •••• Not awfully good. They had this radical- socialist 
convention down at Biarritz - lasted several days -

B. M.Jr: Yes. 

C: They ended up by agreeing to support the government. 

B.M.Jr: Yes. 

C: You see the radical- socialist are the most conservative 
of the three parties constituting the popular front 
but they were strongly against any more of these 
moves toward occupying f actories and so on. 

B. ll. Jr: I see. 

C: And there ' s still quite a lot of criticism of the way in 
Which the French Treasury has threatened capital, that i s , 
putting a tax on profits made 1n exchange 1n the last 
month, see? 

H.M • .Tr: 

C: 

B. U. Jr: 

C: 

B. Jl.Jr: 

C: 

B.loi.Jr: 

C: 

B.M.Jr: 

C: 

B.M.Jr: 

C: 

H. loi.Jr : 

Uh-huh. 

And on the gold returning . 

Ah-ha . 

With the result that there •s really a movement or 
capital out of France now instead of back into F~ance . 

Ah- ba. 

So they' re not getting the full benefits of devaluation. 

Ah-ba . 

But it may improve . They're having a Cabinet )(eeting 

tomorrow to start the budget . 

Yes. 
Then it looks like he'll get Parliament together on 

the 3d o! November . 

Yes . 

For probably a very short session. 

Yes. 
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Then recess a little while . 

Yes . 

And then come back to pass the budget toward the end 
of the year. 

A1l right. 
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But it doesntt look like the government is threatened 
that's all . But still there ' s this- then there ' s 
still a lack of confidence. A number of papers 
have been saying that they' ll have to devalue again 
and so on. 

All right . 

All right• then - then 1f you can gin me anything by 
tomorrow all right. If not, I •ll go on up tomorrow 
evening . 

All right . 

And I ' ll see llann at the Treasury and see what I 
can do . 

And when you get back from Belgium telephone me. 

All right fine. 

Thank you. 

All right sir. 

Goodbye . 

Goodbye . 
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October 2d, 1936 

Ur. Bewley and Ur . Uallet came 1n to see the Secre­

tary at 11: 30 today . 

The Secretary &aid to them, •r t ake lt that wh en 

you gentlemen were kind enough to bring in Ur . Chamberl ain ' s 

mes sage wher~ he made a suggestion, that that point has 

been cleared up? Has it? 1 ur. Bewley asked, •on the 

gold? " The Secretary explained, •on Belgium - - whether 

or not they would have t he right t o convert balances into 

gol d.' ur Bewley said to the Secretary, •rt was no t a 

suggestion . I t was merely that you were good enough to 

a sk Ur. Chamberlain and he Just called this to your at ten­

t ion ." 

Hl.!,Jr. then said to Mr . Bewley , "I understood that 

per f ectly . I J ust meant that isn ' t - - how ehall I put 

it? -- it is not a point t hat is under discussion because 

11' we do make arrangements with Belgium it wlll be on t he 

same basis ae with you and F~ance, name!y : the conversi on 

pri v ilege is good for that day on!y . Will you explain 

that tour. Chamberlain t • Ur . Bewley answered, "Yes.• 

To !.1r !Jallet the Secr etary said, •ur. !Aallet, you under­

s t and?" Ur. Uallet replied, "Yes . It ~ae a question 

of the possibility of t heir wishing to convert the wnole 

or t heir balances from the Bank of Belgiuc.• Bewley 

a dded , "It was mcre!y a point that occurred to the Chan­

c el l or . " 

Explaining further, the Secretary said, 1 It ' s a ll 

in one day anyway and I stlll - - s ooe of the people a r·ound 

t he T ' easury don ' t agree with me , but I stillnave it in 

tne back of my mind that we should limit t o to how much 

she can do in one day . Some o f my adv1oere don't think 

it 1s important . It's still in the back or my head . 

But wnat I asked you gentlemen to come in for today is 

to t ell you tnat I am nak lng Cocnran t o be i n Belgium 

Wednesday because a f ter very careful studying the Belgium 

message I am not eatlsfied that ~e a r e dolng business 

wi t h t he Belgium t r easury. It eeeme t o me that we are 

doing busineae wl th t ho Belgium Central Bank, which I 

do not want to do . • Ur . Bewley ' s comment was, "Yes.• 

Continuing his remarks, the Secret ary sald, "I 

don't went to do that . The policY which we have laid 
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down here now lo that we wish to do business between 
Governments, which means between treasuries ; dip:o­
matic n,oroach and between Gov~rnments, which is between 
t~e Government's f i scal agent, which i s the treasury. 
In other words , we want to do business between Govern­
ments and not between central banks which are privatelY 
o~med. • 

!.lr. Bewley and !.lr . Uallet both commented, "Yes; 
quite . • 

Addlng to his remarks , the Secretary seid, •so I 
am s endtns Cochran - - t his is ~on~; I have glven him 
instr uctions to tell tnem that lt is our policy here 
thPt we want to do business between Governcents and 
b~tween treasuri es tnrousn diplomatic channcele and 
the way we understand 1t now ie that tne Belgium Govern­
ment will turn it over to the Bank ot Belgium and ':.he 
Bank or Belgium is the principal and not the Belgium 
Government and we are not eatlstied." ur. Bewley a~d 
Llr. !Jallct both sald , "Yes ." · 

The Secr etary then sald to the two British gentle­
men , III want to expl ain that to you. I don 't know 
whether lt makes much difference to you, but lt dose 
to ue . We are definitelY not go1n~ to go back t o the 
old way or do log buelness. V/o r eel that very stronglY. 
We reel we have made a distinct stop 1n the right dl­
rectlon and I can say we are ~leased with our relation 
a~d we want to keep it between Gov~rncente and treaaur~es 
and so .... e have 1t with the three or us this way and we 
don 't "ent to on the side do business with the Bank of 

Belgiw:t. 
Continuing, the secretary ea1d, "And the other 

meesase was that I would rather-- s v~ry •mild' rather 
have them have a stab 1l1zation fund , but I d id not make 
it .. .. • Interrupt ing, ur. !Jallet said, "Not a s1ns 
qul non ." The s ecretary t hen added, "I r.ould a llt~le 
blt rather, but 1t' e not a sine qui non . But the other 
is . As to sweden, tomorrow ~here a1•e steps to go thr(ll gh 
the laot motion. • Bewley sake d, '' That ' s the Federal 
Council?" The secretary answered , "Yes. And then 
the question comes up: let' s say t he Federal council 
passed 1t. Should " e wal t tor Belgium or should we 
go ahead .,. ith sweden. It does not make much difference 
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to mo .• Bewley ' ~ reaction was, •r~ does not seem any 
9articular r reson ~hy the two should be done together 
I don 't see t'.t all. • Tlle Secretary added, •eochrnn 
would. have an answer f or us , he sald, by Thursday And 
the other thing - - we looked up and found t hat the Kil\8 
or Belgium by decree dissolved the stablllzatton fund 
and h~ still has that eace right to re-create it. • 
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Be~lty asked, "He does not have to take it t o Parliacent? 1 

The Secretary answered, "No.• 

Again addressing himself to the Britlsh , the Sec­
reta.·y said , "I might also add that the French had hoped 
that Holland would Join at t h is time , but I told t hem 
that I would not ap]roacll the Dutch. I!' the ?rench 
wanted to , all right; but I would not ap oroach them. 
In other words , I don ' t want to solicit anybody . The 
thing I sort or picked up, and you might check it, i t 
seems that r1Sht now Aoaterdac has n little the odcc over 
Antwerp and that increased business is growing tn Amster­
do.m dally so Holland C!l£ht t h lnlt t hat b:• holding back 
she will keep her compet1tlve advantage . I d.on't know . 
The French feel a l ittle bit that they would l ike to see 
Holland , Switzerland and Belgium all do 1t at the sace 
time . I said if they feel that way, all r1gnt . ur. 
Tripp , wno is President of the B~nk of Holland, has said 
a couple of times he would come to Parle, but he nas not 
come . But we are not goll\8 to solicit .• Ur. J.!allet ' s 
reaction was, "There i s no hurry." 

Ur. uorgenthau asreed with Ur. Uallet saying, "No . 
If Holland wants t o come in, all right, and if they don ' t 
I mean I don 't want to be in the pos i~ion that lt can be 
sald that the United States brought pres&ur e on anybody. • 
ur . Bewl e ·t • o comment was, "Quit e. r!o ; qu1te." 

HL! , J 1• . t h en sai d , •I think t.hat •s about the whole 

story. • 

Ur Taylor sald to the 
them a bout that other message 
1n this part or the world.• 
cauee I have not had a chance 
it f irst.• 

Sec:-etar y , "You might tell 
that we got. trom a country 
HJ.!,Jr . answered, •No, be-
to read 1 t . I ba ve to read 

ur. Uallet 1nsuired of the ~ecretary, "I am not 
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quite clear - - ar e you expecting some aort of a declare­

tion to be made in London at the same time y?u g~vo it 

here7" Hli,Jr ' s answer v:au , "I think it would be nice. • 

!.!r. Llalle t then sn1d to L!r Bewley, ! t h i n">: we had better 

put tha t in our tel egram .• The Secretary added , •I t hink 

it would be nioe tog~ther. The French have said they 

needed three or four day s to get ready :rom t he time we 

are ready to do buetnees ." l!r . L!nllet t hen i nquired, 

"Tne declaration would merely tell the prees that similar 

ar rangements have been mad~ with Sweden and Belgi um as 

the agreement that was made with the French and British? " 

Taylor remarked, "It i s possibl e t here mlgnt be 

a d ifference in t his case. • Ur. ~llet asked, 'Because 

of the 1934 re~ulation? " And Bewley remarked , I am 

t ninking as far as the Briti sh are concerned, they have 

not boon approached by either Swlt~arland or Belgium a s 

far as we know. So it may be thnt there won ' t be any 

announcement to make .• Ur, Usllet a dded, 'Uaybe there 

will be nothing to say in London ." Tayl or remarked, 

'They are using the open gold market . • 

To Ur. Taylor, the Secretary said , "I disagree 

with you enti r ely , Wayne . I am sorry. I t hink the 

three ought to go through the same motions. I t hi nk 

1t is n nice g esture. It does not l ook as though we 

were a cting s eparately.• 

!.!r Bewley said , •we can always put 1t up to 

London and if they have not been appr oached t hey would 

not want ~o make an announcement. Ur. Mall et commented, 

"We hove not been told whether t hey have ap:>roached 

London . • 

Ur. Uorgenthau' e rea,Ponse to t his t1emark wao, 

•well , t hen , I think I will t ell them to . I co.n do 

t ha t . I can say t hat before ~ make t his move I take 

1t -- I snould 1m8g1ne, because I was under t he dU­

tinct impression that they bad talked to London and 

France.• Bewley said, •or course, I don' t know at 

all; perhaps t hey have. • Conti nuing, HU,Jr. said , 

• Before ! moved I certa inlY would eay , 'Please also, 

approach the Engl1eh and French . Oh, very much so. 

I wouldn' t do it unleee they did. I am a ver y good 

partner, you know!• 
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ur . UBllet's comment was, "I think we had be~oer 
telegraph to London to clear ~hat point up.• mi,Jr. re­
marked, "I took l t perfectly tor granted that they had 
alked to them.• Bewley sai d , •we haven't heard one way 

or the other. • Hl.!,Jr . added, " I t hink we ought to clear 
i t up . I wouldn ' t enter into this agreement with either 
Belgium or Swit.z.erland unless t hey gave you the same op­
portunity . Absolutely, unless they talked to you, I 
would not do it .• ur . ~llet repeated , •we had better 
clear lt up . • The Secretary then said, "I was under t he 
1mpt·ees1on that they had ." l.lr. !4nllet 1 s r&ply was , "I 
was under the 1.mpresston when you flret told us about it 
tnat they presumably had, but since then we have had 
nothing furtner and I rather wonder . We had better find 
out . • 

At t n is pol.nt, Ur. Bewl ey r emarked, ''The pos1tl.on 
1s a ll.ttle different from their point of view, lf they 
approach you and say they can buy gold l.n London and can ' t 
here. • Llr. !.lorgenthau replied, "Tnat'e all true, but as 
a mat.t.er of tact, when I tallted to you about this second 
arr angement, this s econd step, you had already come to 
an agreement wlth France ; on the Saturd~' prevl.ous that we 
had the day to da.,\' arrangement , Md even 1f you had not 
if we should enter into this arrangement wi th S4itzcrland 
and announce it separately lt you -- you would see some 
countries say , ' Uh Huh! They c~ ' t even laeo one mon t h 
together . The United States has made a &operate deal . 
They em 1 t even last one m:mth. ' Even 11' 1 t was purel y 
j ust go1ng through the mot i on . • 

Ur . l!ellet agreed, say lng, "Yes; even 1f you 
were no1ng it , it might be a goo1 thing for us to say 
that we were doing it . Announce it at the same time ." 
Continuing his r emarks , the secr~otnry said, "'lecauso 
some country ~ould say, 'They are not 1n agreement one 
mont h before one steps out and C&f.es a separate arrange­
ment. ' If you are doing it , 1t 1s just going tuoug..lt 
the mot l.ons of saying so and from your standpoint I 
should t hink it would he a distinct advantage and I 
can 't see stU. harm. • Bewley agreed, saying, "I em ' t 
sec any hart:l. • Uallet added, 0 \To will juso sa.y p·:bllclY 
we will do th l.s . And in that case, i~ woul~ b~ neces­
sary to synohroniz.e tho an.nounoements? HU,Jr s answer 
was, "Yee . And you GOO , the French have a sked tor tour 
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dn.ve t'rom the time we come to agreecent.• Bewley r e­
peated, "Four days froo t he time. • And t!r . Ue.llet 
sai d , "That would not be until the end ot' th1s week ." 
HM,Jr . added, "And if 1t went that long, lt would be 
the day b~t'ore e lection and I would rather wait until 
after election. I wouldn't hold it up for a week, but 
1f tt ls a rnatter of a day or two , why take a chance? 
I hPve tal~on so man,y risks I don 't want t o take any 
more .• 

l.lr. Bewley 's reaction was, 1 Q.u1te,• and !.lr. !.lallet 
said , ·~e will telegraph and set that clear. • The Sec­
retory asked, "You have that alt r1ght7• and Ur. Bewley 
answer ed, 1 Yes , I have all the necessary not es .• 
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l!r. t:orec!'lthau ended the meet ing by s aj'11li£, 1Thank you 
tor coming down.• 
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October 26, 1936. 
3 p.m. 
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'Feis : Hello Henry. I'm sorry I•ve been so difficult. 

R. M.Jr: That ' s all right. You haven•t . Herbert, they 
said you wanted to talk to me about this Mexican 
thing. 

F: When you' re ready, yes . 

a.~ .Jr: Is there any burr y? 

F: No . The only burry would arise from the fact that 
he1 s probably expecting an answer before they leave 
here for Buenos Aires . 

S.M.Jr: I could do it either at half past three or half past 
four - either one. 

F: I beg your pardon? 

a . M.Jr: I could do it either at 3:30 or 4:30 . 

F: Well I was going to ask you whether tomorrow would 
be all right. 

R.N.Jr: Tomorrow i s all right with me . 

'F: Is it? All right. It • s better for us. 

B.N.Jr : Because the way I feel - I t m just trying to do it with 
al l of the people going down there. 

F: You' re di sinclined to do what? 

H.N. Jr : To see this man at the head of the Buenos Aires trip. 

F: Ah- I•m ver y glad to bear you say that - it' s in 
substance - I mean the Secr etary wanted me to explain 
his atti tude toward you and that coincides. 

B.N.Jr l Well then we won't - supposing you come over and bring 
anybody you want at ten. 
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l" : All right. Now another thing I ' ve had on 'llrif mind • • • • • • 

B. U.Jr: Is that a good time for you? 

F: Ten tomorrow morning? 

B.I&.J r: Yes . 

F: Yep - fine . 
H. M.Jr : And then when you - ' if you bring Reed - explain to Reed 

When we get through ! want to t alk to you about Europe. 

F : Well that - you must be reading 'llrif mind. 

B. M.J r: Yes . 
F: We•ve had some interesting political telegrams. 

H.M.J r : Yes . 
F: And I want to recite on those for you. 

R.loi.Jr: Good. Well would you do it at that time? 

F: Ten o ' clock. Now do you want me to come at ten and have 
him come over at 10:15? 

H. /.I •. Jr : Well what I - you can't - well why can' t I just ask him -
tell him I want to talk about Europe and ask him to leave . 

F: You can . 

H.ll •• Tr : Wh.at? 
Just tell 

F: 

H.u.Jr: 

F: 

H.!.l.Jr: 

F: 

The other thing might be a little bit easier. 
him to join us over there at 10:15. 

All right do it your way. 

All right . 
Now the other thin& · I spoke to Cochran and asked him 
to go to Belgium tomorrow night because I wasn't sati s-
f i ed, see? 

Yes . 
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B.M.Jr : Does he need any additional instructions on that? 

Be didn' t raise it . 

F: I 1d rather - I 1d almost rather not r,ive him any. 

B.M.Jr: You' d rather not give him any. 

F: And wait until you get further reports from him. 

B. M.Jr: Well - I mean he didn't - he didn't question his 

authority to go . 

F: No . I think • • • • •• 

H. U.Jr: He1 s just going to follow up. I don•t see why 

but I just wanted to make sure. 

F: Well - no - I mean after all BuJ.l1tt lmows - he was 

in on this thing and I don' t think r ight now you' d 

have to worry about having Joe BuJ.litt think you•re 

pulling one of his men away on this mission. I 

think later on if you wanted to do it we can again 

do what you' ve always done. 

H.Y.Jr : Yes . 

F: Let us say - send a cable to the Ambassador and say 

if you have no objection would like Cochran to go 

but on this mission it is so closely connected with 

the thing that was - I mean it' s so much a part -

B.M.Jr : It is a part. 

F: Exactly. That I ••• •• 
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B. M.Jr: To tell them how I reel and .-nt additional assur ances 

f r om BelgiUJII. 

F: Exactly. 

H. M. Jr : But •• ••. . 

F: Well it's about the Belgian situation I wanted to talk 

w1 th you and •• 

H.N,Jr : I see . 

F: ••• • and giYe you that background. 
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H. II .Jr : Well , I ' ll keep plenty of time and then, after all, if 
Reed ' s here and he waits a few minutes , what of it? 

F: 

B.W.Jr: 

F: 

R.M.Jr : 

F: 

R. IA.Jr : 

F: 

H. ILJr : 

F: 

ill right . 

I mean, if we run over that, what of it? I mean -

Precisely 

And I just wanted to say - no, - on Mexico, with Yr. 
Hull leaving just now, I don ' t want to start anything. 

Well, the suggestion we were going to make 

Yes 

Except the Secretary didn't feel free, I mean he said -

Yes 

Be instructed me to wait and see what your attitude 
was . 

H.U.Jr : Well , -

F: But hi s own attitude 

H. U.Jr: Yes 

F: - i s definitely 

B. M. Jr : What should I 

F: - to say this, that t his Conference was not going to 
talk monetary matters 

H.ll.Jr : Yes 

F: 

H. lol .Jr : 

_ t hat t here was another special financial conference 
scheduled t o be held in Sant1aco, Chile, some time 1n 

the ruture. 

~ell, why excuse me. 

F: Yes 

H.M.Jr: You fini sh first . 

F: Well , that ' s all. 
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F: 

H.lt .Jr : 

H.tt . Jr : 

F: 

R. lt.Jr : 

F: 

H. !.I. Jr: 

F: 

R. lt.Jr : 

F: 
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lihy don't I call up Mr . Hull? - I called up this 
morning anyway and he was at his press conference 
and I'll cal l him up and tell him that ; and that 
ends it . 

All right. I t hink the person you really ought to 
talk to on it, if I may sugges t, i s Wells . 

I'd r ather not it you don' t mind . 

You'd r ather not? 
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I mean, if Bull says so, all right - I I (Laughs ) 
I don ' t want to go into it but I' d rather call 

Well, I mean , the Secretary is editing two speeches 
and it's kept us s i tting - -

Well, l et it &O until tomorrow, what the hell, - I 

Tha t ' s the - let it - l et ' s let it go until t omorrow. 

Suits me. 

Al l right, t en o 1 clock I'll be there . 

o. K. 

Right . 
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Oct.ober 2~, l 936 

At. 3:30 tb1a a!t.ernoon , HY,Jr. called Secretary 
Hull and aa1d to him, •on t.b1s Wex1oan tb1ng, I would 
much rat.her leave 1t alone unt.1l you get back from 
Buenos A1rea . They wtred mo that the Wex1can Secretary 
of tho Treasury wants to come up now, but I would much 
rather wa1t unt1l you get baok. We d1d have th1s matter 
up about s1x months ago w1th Sumner Welles I reel at 
t.h1s t1me, Just before you left, that we would not want 
to s tart anything new. 
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In r eply refer to 
!.t. 81:!. 515/ 593 

DEPARTMENT OF STATE 

WASHINGTON 

October 23, 1936 

Tb.e seoretary of state preeente b.h COIIJ)li­

mente to tb.e Honorable tb.e Secretary of tb.e Treaeury, 

and encloeee for b.ie information a copy of telegru 
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Xo. 183 of October aa, 1936, fro. the Aaerican labaeey, 

Kexico City, witb. regard to etabil1aat1on of currenoiee 

on the .llwlrican continent. 

Dcloaure: 
•o. 18S of Ootober aa, L936, 
froa xeaioo City. 
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llrpnrhnrnt of •tau 

RNCLOSUU: 
TO 

- ----

TREASURY 

................. _ .. --
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Socrotnry of Stat~, 

\'/osh1ngton , D.C. 

193, October 22, 6 p .m. 

I.!EXI CC. CITY 

Dntud October 22, 1936 

Roo ' d 9:56 p .m. 

CONFIDID<TIAL . 

In ~ conf1dont1al conversation with the Commercial 

At tochll today, the Finance llinistcr pointed out that ho 

had complet ely fulfilled his agro()l.lents with our 

Treasury to replace demonetized sllver coins in 

circulnt~on and reconstitute the monetary reserve 

of tho Brmk of Mexico on tho bnsia of tour parts gold 

and ono part silver . He oxproasod tho opinion that tho 

r ocont arrangements between tho United Sta tes, Franco, 

and Great Britain hod given our Treasury the whip hand 

in tho fin~~ccs of Furopo and sold it appear ed to him 

that the tremendous monetary power wblch our Treasury 

could no" usc towards stabilization indicated thnt tho 

time was now approaching when c porativc stabilizing 

measures in Central and 3outh America mi ght oduontngo­

ously bo under t aken . Tho Hinistor CJ: :prossod t ho hope 

that our Tronsury would •:ork toward tho end of having 

silver form a certain portion of tho monetary reserves 

of the various countries and also that a_cortnin per­

cot tage of silver miGht be accepted for the payment of 

i nt er nati onal 
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From Mexico City #183 

1ntc..rn<tt1onnl bo.la ncos. Tho llinhtor desired to express 

to tho Secretary of the Treasury his willingness to g1vo 

him the fullest cooperation in measures t ending towards 

stobil1zntion of currencies pCirticulo.rly on this continent . 

He said be believed o conforonco on this subj ect between 

himself end Secretory Morgcnthau might be advisable in 

tho no~ futur e and that ho would bo r ondy to moko o trip 

to Washington nt any time ::r • . lor( l!tlthcu might indicate. 

DAliTELS 

SllS Ei.!B 
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TMCM PIT"'-'' 't WIITATC 

DEPARTMENT OF STATE 

WASHINGTON 

IOY .. ber 12, 1936. 

The Acting Secretary of State preeente hh 

oo-pliaents t o the Honorable the Secretary of the 

Tre&eury, and encloses fiYe oop1ee of de&p&tch Jo, 4056 

of October 31, 1936, fro a the A1111r1can Dabaaey, »ext co , 

tranem1 tt1ng a meeaage frOID J:duardo suarez, 11.1nieter 

of Finance of ll.ex1oo. 

IDolceure; 

Aa at&ted. 
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DB!SSY OP THE UUTID ST.lTJ:S or AJO:RIO.l 

Jo. 4056. 

SUBJIIOT : lle .. ~e to Seoreb.ry Jlorgenthau fra. Eduardo 

Buarea, JI1JI.1eter of 11ua110e. 

'fbe Honorable , 

The Secretary of state , 

Waehingtta. 

I ha•e the honor to report that the contents of 

Depart~ent ' s telegraa nuaber 180 of October as, 1936, were 

tranea1tte4 to Kr. Eduardo suarea, Minister of: finance, 

on Oct ober 30, 19:56, by the 001a111erc1a1 Attache. llr. 

suarea diepl&yecl 1JI.tense intereat 1JI. the aeeeage f:roa 

Secretary llorgenthau and asked that his deepest appreo-

1at1on be extended to hia for hie •ery friendly re1ponse. 

llr. suarea eaid that he would look forward with pleasure 

to a oonfereDOe w1 th Secretary Korgentbau sometime in 

february or Karch at a date which would be con.enient 

tor the latter and whioh oould be arranged after the terai~ 

t1on of: the forthoa.ing Oonter8l ce at Buenos .Urea. 

Respectfully yours , 

JOSEPHUS DUIILS. 
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UQB488Y 

IIO:UCO, D. J' . 

180 

OOWJ'IDD!LU 

October 28, 1936 

WOOD 

Tour telegraa Wo. 183, OCtober 22 six p. a. 
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Please illfora J'io&DC8 Minister SU&res tbat Seoreb.ry 

Korgentbau is a oat a ppreoiatiYe of bia frien4ly •••~• 

aJIIl of his alter o f c ooperation in aeaaure• looll:1a& toward 

i.nternat1onal ourrenoy atab1lh&t1on; alao tbat Secretary 

Morgentbau w1ll always be glad t o reoeiYe the Kin1ater aruS 

to oOD!er with hi• Oil •ttera of mutual 1nterut t o the 

Treasuries of t he two countries whenner the Kinhter •Y 

h&Ye oooaaion to 'fiatt ft ahington. P.ownar, 1t appears 

dOQbtfDl that a s uitabl e opportunity for pr ofitable 418-

cuaaiona on the •ttera aentioned in the Win1ater' • • e• aace ,. 
Will present itself prior to the oonoluaion of the f orth-

coai-c oonferance at Buenos Aires. It ta therefore susses­

tell that Min1ater suarea atght wiab to cona1der deferrtnc 

hie euaeate4 •181t unt1l February . 

HULL 
81f 
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Senator 
lim . L. 
Hill: 

I!Yjr: 

H: 

ffil jr : 

H: 

Hll.lr : 

Monday 
October 26, 1936 
5:10 p. m. 

- enterta1.noent of the Florida Society 

Oh yes 

A Miss J.lcCall -

Yes 

- who has been employed in the Treasury Department 
for a long time -

Yes 

22!} 

H: - attended th& function and us and insisted 
that we come and see you and plead in her behalf. 

Hltjr : 

H: 

IIYjr : 

H: 

IIYjr: 

H: 

Blljr : 

Y.'hat 1 s the l ady' s name? 

ll.cCall 

McCall? - Miss or ll.rs? 

Miss McCall 

Oh, Miss -

Yes 

- of Florida? 

H: About forty years in the Treasury Department. And 
about a year ago, I think perhaps through Senator 
Fletcher ' s talk with you, she was granted an ex­
tension for a year. 

BII.Jr : 

8 : 

HJ.Ijr : 

H: 

Yes 
That time expires on the thirty-first of this month. 

Yes 
She was injured in an accident and was laid up for 
about five - four or five or six months. 

Do you know which Bureau she's in? 
BII.Jr: 
8 : Well, no, I can' t tell you. I don't recall right 

now. 
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HYjr : Yes 

H: Anyway , she's filed a letter with the President 
asking for a further extension of six months or 
t welve months . 

IIKjr: 

8 : 

BJ.I jr : 

R: 

Bl>ljr : 

H: 

H!.l jr : 

Yes 

Someone 1n your office, I expect, has that file. 

I see. 

Vie promised her, Senat or Loftin and r , that we'd 
talk t o you 

Yes 

- t oday if possible . 

Right 
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H: And ask if you could consistently extend that for 
six months or twelve months, or recommend it, rather . 

HUjr : I see. 

H: Now, that - I ' m making that 

HJAJr : 

H: 

HlAJr : 

H: 

IUAJr : 

H: 

Rlljr : 

8 : 

HlilJr : 

H: 

BKjr : 

I underst and . 

- statement on behalf of Senator Loftin and myself. 

Ylell -

I want to be able to t ell her wi th great sincerity -

You have . 

- that we have talked with you nbout it . 

I understand perfectly. 

And she also wanted to say that if you couldn ' t do 
it please don't take any action until after the 
fourth of November - third of November. 

I see . 
I ' m passing that on to you so that each of us can 
tell her that we did everything - or I can tell 
her that I 

Well, you 
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B: 

Bll j r : 

a: 
Bll jr: 

B: 

IDlj r : 

B: 

-3-

both or us. 

You' ve passed your burden on to me and I accept it. 

Thank you so IIUCh. 

All right , Senator. 

Righto 

Thank you . 

Goodbye. 
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October 26, 19.36 

EXCERPT FROLI MR. UPHAM ' S REPORT TO SECRETARY 
dated October 26, 19.36 . 

I visited at the Feder al Reserve Bank of New York 
Saturday morrung with Mr . Lochhead. One of the stops we 
made was at the desk of Kr . Madison, who s eems to operate 
the market transactions of the Open Market Commi t t ee under 
the management of Dr . Burgess . Mr. Lochhead explained to 
him our i nterest in coordinating the investments in Govern­
ment bonds made by trust accounts and investment funds for 
which the Treasury acts , with the condit i on .of t he market 
from day to day . Following that explanation, I asked 
Madison purely as an academic matter what t he Open Uerket 
Committee was doing 1n t he market . f referred to the f act 
that t here is frequently a statement made t hat the Federal 
Reserve is r esponsible for the domesti c dollar and is 
interested 1n exercising an influence over credit conditions . 
It seemed t o me a s a matter of theory that the Open Market 
Committee would be int erested in active and frequent opera­
tions 1n the market . llr. Madison was 1ncl1.ned to think t hat 
they were content to leave t hat to the Tr easury , and stated 
that the Open Market Committee does not hing other t han re­
place maturities, and occasionally shift their hol dings 
f r om one issue to another. They apparently have no thought 
of watching the market froro minute to minute or day t o day, 

and supporting it on occasion . 

You may have not i ced t hat the man who writes about 
Governments in the American Banker uses t he Treasury and 
t he Federa l Reserve almos t interchangeably. He ref erred 
t his week t o the fac t that " the Reserve was able t o turn 
t he ma rket so easily and sti ll allow t he Treasury" to do so 
and so, and then goes on t o say this "is a tribute to its 
discretion" , meaning the discretion of the Federal Reserve. 
Again he speaks or the "brilliant and f ast work by the 
Federal Reserve t o stem the tide of nervous selling . " 
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10 :15 1. .:.1. 
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Present : Mr . Gaston 
lolr . Taylor 

l!. '.1. Jr : This is what the President said - the President 

Gaston: 

'I . "' . Jr : 

Gaston: 

said t o me , you know, about this business of their 
sayi~g tha t Landon' s f i gures were wrong, and he 
d idn t know anything ~bout the Pat Harrison see? 
So he said, "Now, I understand they want to ' say -
give out a statement ~nd say t hat Landon ' s f i gures 
were right and my figures were right . Of course, 
that ' s jus t silly . • And I sai d it ' s s ill y too . 
•Of course t hat 1 s just silly ,• I sai d . • After all 
~ . Pr esident, last night's s~eech i s cold t urkey ' 
today, and what you s ai d a t Aorcester or what Mr. 
~andon s a i d in some pl6ce else people have forgotten .• 

So he pressed me o little bit . I said, "I' ll tell 
you what happened . " I s aid, •One of our people in 
the Treasury, who was very t ired, sat d01m and got 
out a statement, gave it out . The man who d i d it 
call ed me up Saturday, sai d he made a mistake, 
t erribl y upset. I think the whole thing - • And 
that seemed to entirely sati sfy him . I sa i d , "I 
haven 't got the details , but roy advice i s I 1d 
forget it ." 

lie said , "All right, let 's forget it.• See? 

Yes 

So tha t has nothi ng t o do with anything else, has 
it? Whet about this hi tiden tax business? Have 
you got that information? 

Of course, this bore on the question of indirect 
taxes . The t hing th~ t we thought was the mos t 
that we could possibly do was to say that so many 
questions bad been r eceived at ~he Trea sury 
Department as t o the amount of the indirect taxes 
a nd t he direct taxes a nd the record of t ax receipts 
in the last few years , tha t the Treasury i s here­
with making public the f i gures as shown from the 
official records, classifying taxes - classifying 
direct a nd indirect t axes and the recei pts thereof, 
and a summnry of the changes in the tax laws 
affecting these taxes. 
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R. " . Jr : 

Gaston: 

Taylor : 

Gast on: 

H. l.I . Jr : 

Gaston: 

H. V. Jr : 

Gaston : 

Taylor : 

Gaston: 

H. :.I . Jr : 

Gaston: 

H.1' . Jr : 

- 2 -

Well, I mean that has nothing to do with -

I don ' t see t ha t there i s any great value of it, 
but Sam s ay:: that the Pr esi dent wants it . 

Vlell, t ha t mus t be for this conversa tion t ha t ' s 
just been -

No, I talked to Sam again this morning . 

I just left the ~resident . I juJ t left him . I 
know the President hasn ' t s een anybody but me 
this morning . 
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!/ell , it seems to me, then, tha:. t we are not called 
upon to do anything . 

Well , I just left the President and he hadn' t seen 
anybody . He hadn' t fini shed his breakfast . I ' m 
sure he hadn ' t seen anybody . 

Well , I talked to Sam -

The only way i s to get a thorougnly stati stical 
r elease . 

Such a staten:ent would "be taken as an effort by 
the Treasury Department to justify what the 
President . 

Listen, af ter talking Lo tne President, I' d 
forget t ne whole thing . 

!low, what I am goi ng to go i nt o - I don ' t know 
whether you want to si t in - I'm going in on this 
Belgian and Swiss t hing . 

Yes, I' d l ike t o . 

O. K. 
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October 27 , 19~6 

ur. Reed and Dr. Fe1o of the State Department end 
ur Taylor and ur . Locnhead of the Treasury met with Lhe 
So~retary at 10 o 'clock this morning. 

The Secretary said to ur . Reed, "The State Depart­
ment 1D so d iplomatic that they want me to talk first . 
All f!lr as I o.m concerned, I I?Ould be delighted to let 
Suarez postpone his trip until after Ur . P.ull 'e r eturn 
from South Am~rica . Can you people draft a note to 
Ambaeoador Daniele? This t hing onme up while the ?resi­
dent was on a battleship l ast epring and at that ti~e 
the Preo tdent wired me, hev1.ng received word troc Welles 
about a roqueet that was made by some country that on 
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t he agenda at Buenos Aires be put the etab1li~ation of 
currencies . The President telepnoned me -- I think 1t. 
was last spring - - ~~d I told him at t hat time that I 
fe lt I would much rather not heve any internati onel mone­
tary conversations included ln the South American Confer­
ence . Welles said it was a peace conference o.nd that 
h e did not want to sidetrack it as a monetary conference . " 

Llr. Reed inquired, "Do you t hink it was !Jexico?" 
ur . Taylor replied, "It was and it was "hilc you (t.lr. !.!or-
gcnthau) vras at Sea Island." 

The Secretary agreed, se,vina, "Yes; lt was , and 
we covered the thins then. For mAnY reasons I would 
Just as well not see suarez now . • 

ur . Reed said, ••,ye can draft a message. • •Thank 
you very much • said the Secretary . To ur. Reed, Dr. 
Feis said, •when you have ~he drat~ prepared, read it 
over the tel ephone to !.!rB . Klotz and she r.1!1 pass it 
along to the s ecretary .• 

At this point ?Jr. Reed and ~- Lochhead left the 
meeting, Dr. Feis and ur . Taylor remaining with the Sec-

retary . 
Dr Fe is said "This ie on my own initi ative . I 

want to r~ad a cable'wni ch we received !rom Ur. Bullitt 
after he hed been to aee Blum. The gist of the cable i s : 

• The French Premier wae very much dis­
turbed because the Belgium action had cooe 
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L~ h im as a comple~e ~urprise. He 
had received informa~ion a s a r esult 
of conversations between the French 
Fcreign ~inist~r and the Belgium 
Premier that when some action was 
contempla ted the French would be fully 
informed of tho action itself and of 
its significance before any public 
announcement wa s mAde. The French 
Pr emier fel~ ~hat possibly Belgium 
had acted contrary t o the tent atively 
agreed upon procedure because Belgium 
might have more up- to-dat e and specif­
ic information re0ard1ng Germany ' s con­
templated move on the weetern front 
and therefore felt that she must take 
independent action rather than rely on 
the French t o d efend certain sections. 
There was reference to an articl e by 
Edgar Llowrer of t.he Chicago DailY ~le11s 
which apparently ref erred to German 
plans for attack or defense on t he 
western front and t he place of Bel gillll\ 
and Switzerland in these plans. There 
wae a lso consi derabl e comment on the 
attitude of Poland . The general sense 
of this comment was t ha t Poland and 
France were wor king very closelY to­
gether and that ns a result of the 
r ecent visi t of t he Polish Chief-of­
Staff t o Paris that French- Pol!eh re­
l a tionsh i ps had been r e- eetsbl!shed . 

The situation in Czechoslovakia a l so 
was mentioned as a somewhat disturbing 
f actor, 1ndicsting the extent of the 
br eak- up of the Li ttle Entente and the 
extension of Ger man influence in t het 
direction . The French Premier stated 
that he saw no reason t o attempt to 
interfere with the expansion of German 
economic rell\t1onsh1ps 1n centoral 
Europe and t he BalkanS , 1n fact that 
an orderly expansion of t hese relat1on­
sh1os could cont r 1but.e to the pos sibll­
ities for peace but that steps snould 
be t aken to insure t hat t he econo1111c 
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development should not beco~c eo ex­
tensive t hat it cnrrled with it poli t­
ical relationshi ps as well. 

In commenting on the French domestic 
situation he stated that he had rolled 
i n t he past on the cooperat i on of the 
Uoscow Government to influence the Com­
munist party in Franco whenever the 
need was very real and that up t o the 
last two weeks t h is support bad been 
fortncoming on the occaoions on which 
he had invoked it. He now felt that 
he h imself and hie Government were no 
longer in t he good graces of the Uoecow 
authori t ies and t hat the latter would 
like to s ee his Government fall; that 
thie was very short-sighted on tbetr 
part as the only government which could 
replace his would be one much farther 
to the Rlght and t hat in case of a gen­
eral electlon the Communist ?arty would 
lose more than half t helr seats ; that 
the recent tendency wae to increase tho 
d ifficulties between t he empl oyer and 
workers and t ha t the small empl oyers 
were much more rigid in t heir opposi­
tion to needed reforms than had been 
the case previously . 

He also referred t o a message re­
ceived from the ? r es i den t and to the 
attitude of the United States in t he 
currency negotiatlone and thPt be was 
convinced that the United States was 
the sincere friend of France.' 
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Dr. Fe1s remarked , 
only got to me yesterday . 
subsequently . " 

"Thi e cable 1s ten days old and 
AnYtning mtgbt have happened 

The secretary ' s comment was, "I think condit.1one 
are a little bit better now. Thi s cable is ten days old. 

I call up Hull regularly. AnYthi ng that I bave, 
I pass on to him we ar8 abeolutely al one and by our-
oelves and t his ~ort of t hing -- oh, well! what's the 
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uee !" Feis added, "Uy brlnglng t his s tuff over here 1s 
on my own. You undere~and that.• 

Continuing h is remarks , t he Secretary said •on 
this J~panese thing, I have j uot bogged for infortoation 
I haven ' t received ~~ything ! I guess they J ust have · 
nothing. They know nothing about what ie going on . The 
onl y meeeage I got was that the Premier of Japan went up 
to see ~he Emper or. 

There are two thinge that are happening: (1) that 
the Japaneoe balances have gone up on deposits in t hla 
country from $30 ,000, 000 t o C35, ooo , ooo. The other thing 
is t hat the outstanding commodity whlch has risen since 
the devaluation is s ilk. our boys are s t udy 1n6 the reason 
tor thio . 

Let me give you eomet h l ng else . I have had two 
checks ~de , from t wo different sources, and ther e has been 
no big ewing of buying or selling of commodities s!nce de­
val uation and for a very interesting reason . Ther e has 
alrClady been a sufficient Jump in prices abr oad so that 
tnere le no d istinct advantage f or our importers to buy . 
The French devaluation and ot hers will not mean that t here 
will b e a dumping of goods on this shore . 

After elec~ion I am goine to tnvlte certain people 
in to meet informally with me who wi l l give me the infor­
mation I want . It will be similar to t he group we bad ~t 
my house t te night we explained our recent mone~Y moves. 

This is t he flrBt flesh I have he.d. Tile ~hir>g 18, 
to me it is very important because 1f there had been a 
lot of cheap goods come 1n, when Congress met we would hear 
about 1t. our ooys are working on this n.~d are getting 
the information by telegraph and co.ble .• 

or Fels remarked '' You will elwo..Ys have d11'f1CUltY 
ln getting the pol1t1cal'1ntormati on f r om &br oad. " HU,Jr's 
response was , "You do not got mnnY rableG l i ke the one you 
just read . • or. Fe1B agreed, e113 1n!' , "No; the rest you 
can get out of the newepapero . N1ne out of ten cables 
you get you a~ready know about . • 

The Secretary then said, •ono men ~ho is new t o mo 
was tni s man Fox, of the Tariff Cogc1ss 1on . He was on 
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toes and I never knew he ex isted. 
informati on you have given me. 

I appreolate tb1s 

Do you know that the Port of Amoterdao is now 
running &head of Antwerp? ThPt may possibly be 7.'by 
~olland does not want to Join ue . You ~~ow what I 
have done on t he gold buelness? ~e have decided to 
accept Switzerla nd and I have asked Cochran to go to 
Belgium and say t hat we wer e not sat1ofied ond that 
we wanted to do bus1nese with the Government and not 
w1th the Bank of Belgi um. I told t h11l t o the BritiSh 
yesterday . " He then gave Dr. Fl'is the s1et of hie 
conversation yes t er day with Ur . llal le t and lw. Bewley. 

After Dr . Fe1o l eft , ~.Jr. onid, •one of these 
days , Schacht "111 be coming to this country. The next 
big cove 1s f or somebody to talk to Germany on coney and 
not on col onies and trade treaties.• 
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The French Preaier was verr diatW'bed because the Belgila action 

t111d coo e to hill as a co=.plete surprise. Be h4d received information 81 

a result of conversations bet•.een the French Foreign llinister and the 

Belgium Premier tba t wtum some ao t1. on was contemplated the French would 

be fully informed of the action itself nnd of its significance before 
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WIY ;>ublic IUU!ouncement MS =de. Tho French Premier felt tnst possibly 

Belgilllll twd acted contrary to the tootutively agreed upon procedure be 

ccu:e Bel~ium aight have more up-to-date and specific inforcttion re&Lrd~ 

Gcn::: ny 1 c nteaplAted a:ovea oo tho •utero froot :md therefore !'dt that 

ehe must tal< a independent action no th~r than rel~ on the French to 

efend certain sec tioiJS . There n.e reference to an article by P'.dgnr 

IIO't.,lfrer of the Chien go !:\; ily Newa which app&rently referred to Geroan 

plena for attack or defense on tho wootorn front and the pleee of Belgium 

"nd Switzerle.nd in these pltllls . Thore wno nlso considPrsble eoCllnent on 

the ottHude of Poland. The general senae of this com:<ent wHs thut Poland 

• nd Frhtlce were worlt1ng very closely together and tb&t es a result of the 

rooent visit of the Polish Chief-of-Staff to P&ris that French-Polieh 

rel&tiooehips bad been re-esteblbhed. 

The sitwotion in CzechoolovaJda alfo was .entioned as a so. ewn.t 

d isturbing factor, indicating the extent of the breal<-up of the Little 

t.ntente and the ext~ion of German influence in that direction. Tbe 

French Premier s t &ted thut he s&w no reason to atte~pt to interfere with 

the exponeion of Gorman economic relationships in Centrel Europe and the 

8allulna , in fact th"t an orderly exp&naion of these r eletionsbi ps could 

contr ibute to the possibillties for peace but tb&t steps sbould be tlik"n 

to ioaure that the econooaic deYelos-e"~t ehould not be<:OIWI so extensive 
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tbat it carried with it political relatioaah1ps as well. 

In c-..entiDg on t.lte French d01000tic situation be ctated tbat he 

ba<.l relied 1D the past on the cooperation ot the lloscow Govertl.lllent to 

intluence the Coamunist party in France ~honever the need was very reel 

and tbnt up to tbe lest two weeks this support had been forthcoming 

on the occ11aions on which be hlld invoked it. fie now felt that he himself and 

his GovorDJil8nt were no longer in the good graces of the Moscow authorities 

,nd tbat the latter would like to see his Government fall , that this 

.-.. s very abort- sighted on tbeir pert as tho only governoent "bicb could 

replace his would be one ouch further to the Riaht and that 1D case of a 

general election the Collllllunist Party •ould lose more th~m halt their 

•alit&, tha t the recent tendency ""o to increa£e t he difficulties bet,;een 

the employer nnd wor kers end that tho small employers .:ere much more 

rigid in their opposition to needed reforms than had been the cane 

previously . 

Bo also referred to a me&&Gge received frao t he President and 

to the tlttitude of the United States in the currency ne&otinticns and 

that he was convinced that the United States n& t he s incere friend 

or France. 
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Chairman Eccles, Governor Ransom , 

October 27, 1936. 

Mr. Taylor and Mr . Opbam 

had lunch with t h e Secretarr at 1 o ' clock. 
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Mr. Eccles referred to a telephone conversation which the 

Secretary had had with him a tow days ago with reference to the 

Treasurr bearing full responsibility for the Government bond mar­

ket and the fact that t he Open Market Committee is not operating 

in the market . He stated that he never coul d tell whether the 

Secretarr was i n earnest or k i dding him. 

The Secretarr interposed to say he was having tun wtth h im. 

Secretarr Morgenthau went on to say that there i s some need 

tor putting i .nvestmont and trust funds into the market just now, 

thllt he has been buying fairly heavily during the last few days, 

that it may be necessary to continue for a little while, and t hat 

the Federal Reserve system might give some consideration to helping 

carry that burden . He related that after the President ' s Green 

Bay speech, for i nstance , be had purchased $45 milli on or Govern­

ment bonds within half a day. It appears now that thoro i s some 

pressure on the market wh ich can perhaps be l iDbd to the forth-

coming election. 

Kr. Korgemthau sai d that he i s supporting the market one 

t h irty- second bel ow tho bid price now, and that i t tho now bond 

gets down to 101 be will t'ight to keep i t t here. He does not want 

it to break through 101. 

Kr. Eccl es stated that tho Executive Committee or tho Open 

Market Commi ttee, which is made up ot himself and two other member• 

or the Board of Governors and t wo P1·eeidents of t he Reserve Banke, 
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can instruct Dr. Burgess , the manager or the fund, to conduct 

open market operations . Be stated that t he Executive Comclttee 

has freedOIII to use $500 million or t he fund tor investment pur­

poses , and freedom to increase the total reserve system portfolio 

by $250 m1111on. They have in the system portfolio bonds 1n the 

amount of $378 m1111on which they want to increase by $122 million 

to half a billion . The $378 million represents an increase of 

approximately $250 million since ¥aroh of this year. Be indicated 

t hat there is s ome desire to increase earnings . 

Yr. Eccles said that be thinks it would be possible and 

proper t or the Open Uarket Committee to share any open market 

operat i ons at this time and he sugges ted that Dr. Burgess could 

conduct operations for both accounts . Be suggested t hat lf an 

unusual situation developed where lt was thought that the - Federa1 

Reserve might help out , Dr. Burgess might get in touch with h lm 

and he could authorize purchases for t he account of the Open 

Warkot Committee. 
W.r . Morgenthau saw one di!.ficulty. Be eXjla1ned that some­

times Dr. Burgess 1s not 1n thorough agreement with h im as to 

the purchases that should be made . In general , Dr. Burgess 1s 

i nclined to be a little more conservative and, while be does a 

splendid job and serves as a uee.ful check on Treasury operations , 

it must be, after all, a decision of some one person and neither 

Dr.Burgess nor anyone else can serve two bosses . Mr. ~orgentbau 
suggested, therefore , that i t might be a good plan for him to 

proceed as he bas been .ror the last three years -- ~o conduct the 

Regraded Unclassified 



244 

market operations tor the day, giving the Open Market Committee~ 

the option at the end of each day of taking half or the bonde 

purchased. Any tillle they do not want to,al.l they have to do 

is say ao . 

Mr. Eccles agreed to this and Mr. Ransom stated that he 

conside red i t more than f air. 

Mr. Eccles agreed to communicate at once with the other 

members of the Execut i ve Committee of t he Open Market Commi t tee 

and to let lolr. Morgen thau know later in the day, or certainly 

before the market opens in the morning, their decis i on. 

Mr. Morgenthau asked Mr. Taylor 1t he were i n agreement 

with t he proposal and Mr. Taylor said that before answering 

definitely he would like to clear up one or two pointe . He 

stated that he thought there might be some criti cism from the 

public i f they found out , as t hey undoubtedly would, that the 

Federal Reserve System was supporting the market for Government 

bonds . 

Mr. Eccles said they need not know, but Mr. Taylor felt that 

they would inevitably find out. 

Mr. Taylor wondered what reply the Fede ral Reserve could make 

to such a criticism ina smuch a s thei r main interest ie l ong term 

credit poli cy r ather than day to day market support . 

Both 11r. Ecolea and llr. Ransom were of the opinion that the 

Federal Reserve, through ita open market operations, had a very 

legitimate interest in maintaining t he long term Government bond 

market . 
llr. Boolea said that he wou l d han no hesitancy 1n aaP-ng that 
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bo considerod it euontial in the interest of the long term 

credit position that t here be a strong market tor Government 

bonds . 

Mr. Taylor agreed (and explainod after the meeting that 

his l ine of questions had been designed to get a commitment 
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from Ur, Eccles and Xr . Ransom to the proposition that a strong 

market f or Government bonds is a necessary concomitant of a cheap 

money polic;r) . 

Mr. Morgenthau ask~d Mr. Upham 1t he approved of the idea 

and he replied tmt he did but wanted to inquire 1t the operations 

of the Open Market Committee, in participating in Treasury pur­

chases , would serve to increas e their portf olio or be washed out 

b;r sales of e qual amounts of billa and notes. 

Mr. Eccles replied that it woul d not increase the portfolio 

except perhaps from day to d ay between weekly report periods . 

Mr. Upham asked 1t it would be any disadvantage to the 

Open Market Committee to have bonds purchased tor them by the 

Treasury one day a.nd they be under the necessity of making offsetting 

sales of bills and notes on the following da;r, to which both xr. 

Eccles and Xr. Ransom replied t hat they t hought not -- that the;r 

operate that way 1n t heir exchanges at t he present time and that 

everything adjusts itself within the week, before report date . 

Toward the close ot the luncheon Xr. Harri~ came in tor a 

moment at the Secretary' s requ est and reported that the market ia 

quiet , and that he bad bought .8, 875 million boods during the da;r . 

Before leaving the Treasury, Mr. Eccles and Mr. Ransom 

examined the ticker taciliti eo in Mr. Lochhead 'a r ooa. Mr . Ransom 
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waa ot tbe op1n1on tbat tbe Reaene Board should. baYe a <!upl1cat10D 

or t he fao111t1ea and. 1n!ol'll&t1on tor tbe1r uae. 

Upm. 
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October 27th 

The following were present at the 9:30 meeting 
in Secretary Korgenthau•s office this morning: 

Kr . Bell 
Kr . Gaston 
Kr . Gibbons 
Kr . Haas 
Kr. llcReynolds 
Mr. Oliphant 
Miss Roche 
Mr. Taylor 
Mr. Upham 

H.M.Jr: Well Dan I hope you are ready to be kidded this 
morning . 

Bell: I have been already. I was just tell ing them 
(meanins the group outside before the meeting was 
called) he decided my vote. 

H.li. Jr: What did he call Dan? (This question was addressed 
to the group) 

Bell: "Just a room in the White House"·· He is going to 
correct that. 

H.K.Jr: He (Landon) said McCarl was the legal check on 
spending. 

Bell: Yes and that important position has been vacant 
since July and you know what happens when the boss 
is away. 

Gibbons : Was this his last night's speech? 

H.lll.Jr: Yes . 

H.M.Jr: Kac, O.K. on Hester? 

McReynolds: I would like to add another member - Elmer Irey. 

H. M. Jr : 

H.M.Jrc 

Taylorc 

No I don't think so because I don ' t think these 
investigating boys - they have to make good on 
i nvestigation. No . Well Herman put it in better 
English - it hoE reached its judicial stage. 

Wayne? 

Nothing . 
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R. M.Jr: Wayne, Feis will be here at ten. 
in. 

I want you to sit 

Taylor : Wex? (meaning Mexicans) 

R.W.Jr : Kex. 

Gaston: 

Group: 

Taylor: 

H. W.Jr: 

Gaston: 

David Lowe, a British cartoonist, is here 1n town 
pictures for be English newspapers. He wants to 
a sketch of you while you are talking or working. 
is going to sketch the President this afternoon. 

Sure - why not? 

doing 
make 

Re 

Trade one of you for tTTo pictures of Mrs. Simpson. 
(Laughter) 

What do you recommend? 

I would like to see him do it - yes . 

H.'lti .Jr: Well let me think about it . 

Gaston: All right . 

Ask me about ll o' clock. 

Gibbons : Have you decided about Saturday night? 

Gaston: I will talk to you about that . 

Gibbons: I sent Joe Maynard a wire on that Curley thing. S!lid 
he handled himself very well . 

H.li.Jr: 

R.M. Jr: 

Roche: 

Gibbons : 

B.M. Jr : 

Herbert walked home with me last night and be told me 
about it. 

How about you? 
I just got back this morning and everything is running 
fine - O.K. Great enthusiasm everywbere. 

Cincinnati Inquirer yesterday said Roosevelt would 
carry Ohio by one million four hundred twenty tour 
thousand and one million tW? hundred twenty eight -
something like that - for Landon. They have been 
printing vicious editori al s right on the front page . 

Geor ge (Haas) I know you are all right. 
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B. w.Jr: Dan, I haven' t seen you. Is the money holding up? 

Bell: Pretty good. 

H. M.Jr: I would like t o see you about 11. 
hearing on? 

Have you a 

Bell: 

R. Lt . Jr: 

Bell : 

B. U.Jr : 

Bell: 

R. IL . J r : 

Bell: 

Bell: 

R.M.Jr : 

Bell: 

B.l.t.Jr: 

Bell: 

B.M.Jr: 

Bell: 

B.M .Jr: 

Bell: 

Yes I have a bearing. 

How a bout 12? 

Fine . 

Did you do any business over the wee.k-end? 

No sir . 

Lose anything? 

No sir . 

We have about eight million scattered throughout t he 
country and i t is on demand . The banks have to keep 
a reserve against that of 15 per cent. I would like 
to make an arrangement whereby these deposits can be 
made time instead of demand and that reduces r eserve 
requirements and gives the bank a little more in 
balance. 

Would you t a lk that over with Cy Upham? 

Yes sir. 
Well Cy is supposed to be tbe liaison officer between 
Federal Reserve and myself. Let tbe two of you ••• •• 

.• .. . Yes sir . 

What else? 
The Home Loan Bank System is getting short on funds 
and they want to get into ••• •••• 

Dan, let' s do that at noon. 

Nothing to do now except you to see Delano and 
Yr . Taylor the second or third day af ter election. 
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e .u.Jr: Wi ll you take it up again at 12? 

Bell : Surely. 

B.M.Jr : .l Check up with Eccles and Ransom as to whether they 
are coming to lunch. 

Upham: One o ' clock? 

R. t.I .Jr: Yes . You are not coming? 

Upham: I don't think they will miss me. 

R.U. Jr: You let Mrs. Klo~z know so she can order lunch. 

R .~. Jr : Oh if you want to go home to vote it is all right. 
You want to leave here Friday? 

Upham: O.K. 

Me Reynol ds : I was supposed to tnlk to you qn the way down 
this morning about Caledonia McCall . 

H.M.Jr: Let me tell the story my way. 

Note: At this point Secretary Morgenthau instructed McHugh 
not to take tbe story down as it was too silly. 

R.V.Jr: Well everybody is happy. I guess that is about all . 
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Burgess: 

R.loi.Jr: 

Burgl'SS I 

H. t4.Jr: 

B: 

H. N.Jr : 

B: 

B. I& .Jr: 

B: 

R. loi.Jr : 

B: 

R. L\.Jr: 

B: 

Hello 

Hello Burgess. 

Oh hello sir . 

How are you? 

October 27, 1936. 
ll: 25 a . DI . 

Oh pretty well. 
this morning. 

We're picking up a little stuff 
I thought I'd let you know. 

Good. 

We bought about five or six million. 

Five or six million? 

Yes- they' re •• ••• 

• ••• You call that a "little stuff" . 

(Laughter} 

Of course we down liere in the Treasury - we watch 
the pennies and up in New York you talk in millions. 

(Laughter) Well we ' re ----

B.J.t.Jr: Yes • 

B: 

B.!Jl.Jr: 

B: 

B. ~t . Jr : 

B: 

H. M. J'r: 

B: 

• • • • • 111'e' re, as you said, being fairly courageous. 

Yes. 

We're buying a hundred and one two - 2fs. 

Oh really. 

Yes . 

Ah-
Now that was - that was, as you said, a thirty-second 
under the market. 
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H. LI .Jr : 

B: 

R.U.Jr : 

B: 

H.U.Jr : 

B: 

R. l.l .Jr: 

B: 

B. LI.Jr : 

B: 

R.W.Jr: 

B: 

H.M.Jr : 

B: 

B.L!. Jr : 

B: 

B. l' . Jr: 

B: 

B. M.Jr : 

- 2-

Well that •s all r i ght. I ' m glad you are . 
t hink t hey• re a good buy. 

I think they are . 

I 

I - I wouldn' t be afr aid. I - I - I ' d rather not 
see t hem go below a hundred and one. 

Yes - yes . Well that was •• ••• 

In fact when they get to one hundred and one I'd 
fight qui te hard . 

That •s what we•r e working on and we wanted to 
leave ourselves a thirty-second or t wo l eeway 
so that we wouldn't get in too quick and too 
hard on it and we ' d have a little leeway to 
work on. 

Yes . Well I 1 m glad you celled me up. 
call you back again in a half an hour . 

All right, that ' s fine . 

Are you - ar e you concentrating on the 56- 59? 

That ' s right, yes. 

!light. 

Yes . We • re buying some other stuff - we •ve got 
bids in at a thirty- second below the market on 
other agenci es - other important issues. 

And - but this is all for the Treasury . 

That•s right . 

1 see. 
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That•s right . Now if the market gets heavy we 
can take some of the l oad if you want us to. 

Well it ' ll have to get damn heavy. 

Yea _ you' ve got a l ot of money you want to invest . 

Yes and I thi nk they ' r e a good buy. 
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B: 

B. I.I.Jr : 

B: 

s . w.Jr : 

B: 

B. LI . Jr : 

B: 

B.M. Jr : 

a .w.Jr: 

Operator : 

B.ll.Jr: 

B: 

B. M.Jr : 

B: 

R. t.I . Jr : 

B: 

B . t.~ . Jr : 

B: 

R. !i.Jr: 

B: 

H. N.Jr : 
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I think so too . 

Of course if the President begs me to let him have 
some of these cheap bonds why that will be something 
else . 

Yes - yes - yes . 

But for the moment I ' m glad to buy them. 
they' re a good investment . 

I think they are . 

I think 

Yes . All right, Burgess , I ' ll call you again a 
l1 ttle later. Thanks for calling . 

Very good. 

Thank you. 

**** ** **** * *** 

Bello 

Dr . atrgess . 

Bello 

Bello. 

Bow they going? 

Go ahead. 

Oh we bought a little more . 
reasonably well. 

What are they up to now? 

They•re • ••• 

They ' re holding 

• • • • • I mean bolf many have we bought? 

About seven million. 

Seven million. 
That i s about a million more than when I talked to 

you last . 

Ab-ba. 
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B: 

H. M.Jr I 

B: 

H.M.Jr l 

B: 

- 4 - 255 

But they•re - they're holding pretty well. 

All right. Well I'll talk to you a little later. or course U anything happens -.ery startlin; you 
call ae. 

Yep. All right. 

Thank you. 

First r ate. 

Goodbye. 
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H. 1. Jr : 

Oper ator : 

B. lA . Jr : 

0 : 

H . 1( . Jr : 

0 : 

, . . Jr: 

0 : 

. J r : 

0 : 

H .~ . Jr : 

0 : 

H.l.! . Jr: 

0 : 

H. ·• . Jr : 

0 : 

a . •I . Jr : 

0 : 

h . . Jr : 

W.D . 
Pules ton: 

li . :.t . Jr : 

P: 

October 27, 1936 . 
3 : 59 P .ll:. 

Captain Puleston, and if he ' s no t -did we call 
him today? 

Yes , we called him and they said he was ill. 

Well , how sick is he? 

I don ' t Know . She sai d ae ntd a very bad thro~t . 

A bad wn<.t? 

Throat . Sore throat. 

·~ell , oid you call up his home? 
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t;o , I didn ' t . I thin« he can prob~obly c ome to the 
phone . 

t. stt if He can t 6il on t i:le phone, 

Ul r ight . 

At nome . 

,;ll right . 

J.Sj( 1f he can talk. 

hll right . 

Hello . 

Captain Pules t on . 

Hello . 

Go ahead . 

Hello . 

(Pause) 

will you? 

Hello, Ur . Secr ttar y . Ro~ are you? 

I hope I haven ' t bothered you, but I -

No 
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H • .A . Jr : 

P: 

H.M. Jr : 

P: 

H . ~l . Jr : 

P: 

8 . \l . Jr: 

P: 

li . M. Jr : 

P: 

H. AI . Jr : 

P: 

H. :.I . Jr : 

P: 

B • .d. Jr : 

P: 

R. ii .Jr: 

P: 

H. lA . Jr : 
• 

P: 

B. U. Jr: 

- 2 -

- I' m a little disturbed . Hello . 

Hello . 

Have you heard ebout this case up at Baltimore 
where our Customs Agent Cruicksnank, 1.•her e the 
ne~tspapers have found -

//nit a minute . 
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- he was taking numbers on a car - of some Communist 
meetings? Hell o? 

No, no, I haven' t henrd about tbzt . 

Well , a s soon as you eet well and get back and -

Just a minute . 

Your man Dorsey up there -

Yes 

- and I - I think Dorsey sent t oo f ar . 

Too fa r , you think . Is - is he my man- Dorsey? 

Yes , you got a men there by the name of Dorsey. 

Yes - D-o-r-s-e-y? 

D-o- r-s-e-y . 

Yes. 
Now, ~e ' ll have to take the brunt of it and keep 
quiet -

Yes 

- but he went too far. 

Ut hub . 

And be had our man stsnding out there on the curb 
taking numbers of cars goin& i n, so forth and so 
on. St!e? 
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P: 

H. II , Jr : 

P: 

t • .l . Jr : 

P: 

I' . M. Jr : 

P: 

B. 'M . Jr : 

P: 

11 . ~ . Jr : 

P: 

a . ·~ . Jr : 

P: 

H. il.Jr : 

P: 

i:!.M . J r: 

~ : 

E . • • Jr: 

? : 

- J - • 

Yes 

~/ell , tha t •s a little bit outside of our line . 

Yes 

An... ;wnen you get back -

(Laugns) All right, s ir. 

I mean - I think you t.nd Hr<rold Grr.ves bett er get 
together and have a nother talk. 

Uh huh, I will . I 'm awful sorry about it . I hope 
it di dn ' t-
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'/ell, Ne 1r e not going to - we •re not going to t&lk. 
''ie 1 ll keep our mouth shut, see? 

les 

But as soon a s you're well you and Har old ge t 
together . 

All right . 

But I - I don ' t want something like that to happen 
again. 

All right . 

Because - Nell , it ' ll spoil your wor k and it spoil s 
our wor k . 

Yes 

Right? 

Ri ght o . 

I hope you•ll be ~ell soon. 

,7ell , I don 't - it ' s nothing but a heavy colo , 
but that doctor thoueht I ' d better stay aNay from 
the office for a couple of days. 

Regraded Unclassified 



P: 

H. M. Jr : 

P: 

H. \I . Jr : 

P: 

- 4 -

Well , you - soon "s you're well you see Har old 
Graves . 

I will indeed. 

Thank you. 

Very well. 

Goodbye . 

Goodbye . 
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October 27, 1936. 
3:55 p. m. 

B.Jo! .Jr: 0 .K . 

Operator: 

R.M.Jr : 

Eccles: 

B. M.Jr: 

E: 

B .li.Jr: 

Et 

H.lo!.Jr: 

E: 

B.M.Jr: 

B: 

B. V:.Jr: 

E: 

B.M.Jr: 

E: : 

R. II.Jr: 

E: 

All right . Go ahead. 

Hello . 

Hello . That - that arrangement is 100~ satis­
fact!)ry. 

Well now that•s tine, Marriner . 
partners. 

Now we ' re 

That's right. 
partners. 

We're - we're rutl fledged 

And if you don't like what I do during the dny you 
don't have to take it - is that right? 

Well that• s all right . We- we appreciate that 
friendly offer but as a practical matter why we 're 
not going to take any advantage of it. 

Well -

Ah - we - we - I talked to all five members of the 
Executive Committee •• • ••• 

• • • • .. Yes • 

••••• • and they're all in 1'u.ll accord. 

Fine . 

I talked to Burgess ••••• 

•• • • • • Yes • 

•• • •• and Burgess says that that's- he tbinkb
1

s to 
that ' s all right - that ' s perfectly agrees e 
him • •••• • 

Fine . 
• •• •. • and he'll start to - operating that way in 
the morning and • • · · · · • · 
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a.w.Jr : 

E: 

!I. LI.Jr: 

E: 

B. Joi .J r : 

E: 

B. M. Jr : 

E: 

H.M.Jrl. 

E: 

B. li .Jr: 

E: 

H. ll.Jr : 

E: 

H. M.Jr : 

E: 

B. M.Jr: 

E: 

- 2-
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~ 

Oh damn - 1n the morning 1 

Sure. 

Don't you want to wait till after election? 

(Laughter) No of I hell I (laughter) course don•t want to wait -

Ohh now, Uarriner, l et me have a few of these 
c eap nonds now. (Laughter) . 

Well I 1ll tell you - we ' ve been l etting you have 
all of them. 

Oh go on. 

We ' ve been letting you have ell of them. 

You want to start 1n the morning, eh? 

Yep. 

All right . 

Bow' s that- is that all right? 

I let you 1n on the ground floor. 

You might be darn glad to have us 1n before the 
week is out. 

Oh (laughter) 

What? 
M~ybe before the year i s out but I can t ake it for 
a week an)"''ay. 

Well I • • •• 
I - I l ike the arrangemen t . I think i t ' s fine and 
I •m serious now and I think it'S a move 1n the right 

direction. 
Well I -we feel that way about it. I think 1t

1
s 

something that - that - i f they' d done that a couple 
of years ago when the market r eally needed some support -
and of course it may need i t 1n t he future - i f we 

establi sh it now. 
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H.}l.Jr : 

E: 

H. !I .Jr : 

E: 

H.» .Jr : 

E: 

H.ll.J r: 

E: 

- 3-

Ri ght . 

Ah - it - it - it means that if we get 1n a tough 
place in the future we 've at least establi shed a 
precedent . 

Now I ' m very much pleased, Marriner - I appreciate • ••• 

• • •• • • Well if it doesn ' t work t o your satisfaction 
anytime you let me know and 1f our fellows want to 
kick over the traces I •ll let you know. 

O.K. 

All right. 

Fair enough . Thank you for calling. 

Goodbye . 
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H. • . ,.r : 
Prof . 
o'allilltnS : 

t! . ·' . Jr : 

W: 

H. " . Jr : 

.. " . 
H. · • Jr : 

' . . Jr : 

'/i : 

J.': 

ri . IA .Jr : 

/1 : 

H . • I.Jr : 

'li : 

ii.~< . Jr : 

W: 

ri . II . Jr : 

W: 

!. L Jr : 

'N: 

Bow are you? 

I 1 m f ine . 

October 27, 19)6 
) : 59 P .lol. 

263 

They sai d you c~ lled mo. 

Yes , I called because I wondered about tomort•ow . 
You know -

',',' e ll -

wuen I left lli s t week -

Ye s 

- you t hought you mi ght hBve a meeti ne tomorro~ . 

Well, her e ' s tbe s itU! t1on. 7ie sent back in .uir i es 
for more inform~tion . 

Ye s 

And I doub t 
or Friday . 
don ' t you? 

whether we ' ll get tha t bef ore T~ursdey 
Now , you al ways go t o New Yor k Thursdlly, 

Yes , I usually go down tonight . 

To !lew York . 

Tonight . 

To !lew Yor k . 

Ye s 

On, t hiS - today 1s Tuesday? 

Yes , today ' s Tuesoey. 
Well - oh - 11nd whet daysdo you spend in New York? 

I usually spend .'lednesdey tmd 'Ihursdey t her e . 

r'/ell, I woulll suggest t hat you go to !leY' Yor k , 
because tner e ' s no t hing doing her e t omorrow -

Yes 
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R.tl .Jr : 

H. I. Jr : 

H.:.I . Jr : 

1' : 

. Jr: 

h . . Jr : 

oil : 

H. f.t . Jr : 

W: 

H. • Jr : 

W: 

H •• Jr : 

?i : 

!1 . 1 . Jr : 

'h : 

l! . ~ . ,Tr : 

. .., : 

H. 'L ,Tr : 

- 2 -

- and if something brer.k~ I ' ll cell you. 

All right. 

How ' s tbat? 

Thb t ' s fine . I suppose what - ha s Cochr~<n gone - ? 

He ' s going t o Belgium . He ' ~ going to Belgi um 
tonight . 

Yes 

Hell then, I 111 go to lle·.r York tonight end Nai t 
to bear from you. 

Yes . 'llell , you better call me up from !lew York. 

All r ight, I ' ll do that tomorrow . 

But he went t o Belgium tonight . 

Oh yes . 

So we won't hear onythinB until - let ' s see -
Wednesday, Thursday morni ng -

Yes 

- will be t ne earliest. 

Yes 
So will you give me a ring tomorrow? 

All right, I will . 

Thank you f or calling. 

All right . Thanks for calling me • 

Goodbye . 
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October 27, 1936 . 
J : 55 p.m. 

265 
~ 

H.·~ . Jr : O. K. 

OperE tor : 

H. :.! . Jr : 

Eccles : 

F . '' . Jr : 

, . -. 
t! . I,I . ,Tr : 

L: 

H. !.t . Jr : 

E: 

B. ll . Jr : 

E: 

H. I! . Jr : 

E: 

B. M. Jr : 

E: 

B. ll . Jr : 

E: 

All right . Go ahead . 

Hello . 

rlello . Th&t - tha t arrange~ent is 1~0~ satis­
factory . 

riell now that ' s fine , ~urriner . Now we ' re 
partners . 

That ' s right . .Ve 1re - we ' re full fledged partners . 

Ana 1f you don ' t like A'ha t I do dur ing the day you 

don ' t hr.ve to t~.<ke it - is tha~ right? 

l'iell that ' s all right . 71e - •e appreciete that 
friPndly offer but as a practical matter why we ' re 

not 60ing to t€ke &ny advantage of it . 

Well -

~ - Re - we - I tblked to a ll five members of the 

Executive Committee •.•••• 

... . .... Yes • 

..• . • • • end they ' re all in full accord . 

Fine . 

I talked to Burgess ...•• 

. . ... . Yes . 

•• • • ~nd Burgess says that that 's- he thinks 
that 's all r ight - th•t ' s perfectly agreetble to 

hi m . .... 

Fine . 

•• • , !lnd he ' ll start to - operr.ting t hP.t way in 

t he cor ning a nd •••• • •• 
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H. 'I. Jr : 

}!. ; 

'L'l. Jr : 

H. :.l . Jr: 

E: 

B • .ll . Jr : 

!! : 

fi . l.r . Jr : 

E: 

H. :.• . Jr: 

E: 

H. ll . Jr : 

E: 

H. !A. Jr : 

E: 

H.M. Jr: 

E: 

H.U. Jr: 

E: 

- 2 -

Oh damn - i n the morning! 

Sure . 

Don' t you .. a nt to wait till after election? 

(Laughter) No of course I don ' t want to wait 
hell I (lauehter) 

Oh now, Marriner , let me have a few of these 
cheap bon<.is now . (Laughter) • 

'II ell I ' ll t~:~ll you - we've been l etting you have 
all or them . 

Oh go on. 

"el ve teen letting yoU have Lll of them . 

You went to start in the corning, eh? 

Yep . 

All right . 

How 1 s the t - is that all right? 

I let you in on the ground floor. 

You might be darn gl~d t o have us in before the 

week i s out . 

Oh (lcughter) 

What? 
Uaybe before the year i s out but I can take it for 

a week aeyway. 

':'/ell I .... 
I - I like ~he a rrangement . I think it' s fine end 
I'm serious now and I think it's & mo ve in the right 

direction . 
Well I - we r eel that way about it. I t hink it's 
something that - tha t - if t hey 'd done that a couple 
or yeors ago when the market really needed some sup­
port - and or coutse i t may need it in the future -

if we establish it now . 
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H. l.l.Jr : 

£ ; 

Ii . II. Jr : 

L: 

H. 'l. Jr : 

r : 

H. • Jr : 

E: 

- J -

Right . 

Ab - it - it - it means that if we get in a tough 
pl &ce in the f uture we 1 ve a t least established a 
precedent. 

267 

Now I ' m very much pleased , IJarriner - I appreci ate •.•• 

.•••• Well if it doesn't .• ork to your sati sfaction 
any time you let me kno.v a rd 1f our fe llows want t o 
kick over the traces I 1 11 let you know . 

O.K. 

All right. . 

Fair enough. lhank you ror calling . 

Goodbye . 
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H. M. Jr : 

Oper u tor : 

H.M. Jr : 

1/ . R. 
Burcess : 

H. 'I , Jr : 

B: 

h . tA . Jr: 

B: 

H. 'L Jr : 

B: 

H. bi . Jr : 

B: 

R. II . Jr : 

B: 

R.M. J r : 

B: 

dello . 

October 'Z?, 1936 
4 : 45 P . :.!. 

Dr. Burgess - go ahead . 

Hello . 

Bello, sir . 

Well , I suppose you ' ve heerd tJbout the ne•· deal 
.. e •ve put over . 

Yes , Warriner celled =e up and t old oe about it . 

And you1 re satisfied? 

Yes , I think that ' s all right . 

Of course I think the TreGsury ' s got the bad end 
of it, but I suppose I ' l l have t o stand up under 
t he burden . 

Vlell, I think we - we ' ll both benefi t from it . 
Now, I unders t and we sttrt tba t with purchases 
tomorrow . 

Tba t ' s right . !io, I ' m joking . I - I think 1 t ' s 
a ll r ight . 

t.ll ::-i ght . 

And I - seriously, I think from your standpoint 
it ' s - i t ' s good, becau~e you ~on ' t have to t ake 
orders from a Board ~nd from an i ndividU&l both . 

Tha t ' s right . 
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v 

And I think if - if it had been that way, I think 
1t woul d have been - your positi on would have been 
made absol utely impossi bl e . 

Well , t her e ' s- there ' s a good old say i ng somewhere 
about no man bei ng c.ble to s erve two master s . 
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H. :.l. Jr: 

E: 

H. 't. Jr: 

B: 

B. 'I ,Jr : 

£1 : 

H. lt . Jr : 

B: 

B. L! . Jr : 

B: 

H. l(. Jr : 

B: 

H .~ . Jr : 

B: 

H. ll. Jr : 

B: 

H. !A .Jr: 

B: 

B. :.1 . Jr: 

B: 

- 2 -

And this way - just a minute . 

(Pause) 

Hello . 

Yes 

I think that this way - well , we ' ll continue to 
work just as we have in the past -

Sure 

- as f&r as 1 1 m concerned . 

'lhat 1 s right . 

I ' ve been more than pleased with the arrangement . 

Yes 

And I'm delighted to see the Board come i n. 

I think so ; I think they sh?uld really . 

Yes 

At least in their present position they can afford 
to increase their long bonds . 

Yes 

269 

!low, the time may come when they shouldn1 t increase 
them any more, but it hasn ' t collie yet. 

I understa rd we did thirteen lllillion today . 

That's right- 1J, 708 , 000 . 

Fine . 
About half of tlu. t wa s et two a.nd three-quarters . 

Right . 

The r est of i t went -
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f . ~: . Jr: 

B: 

H. tl . Jr : 

B: 

i! . '' . Jr : 

B: 

H. "I , Jr : 

B: 

11 . 11 . Jr : 

B: 

H . lol . Jr : 

B: 

H • .II . Jr : 

B: 

!l. u .Jr : 

B: 

1:! . 11 . Jr : 

B: 

- J -

How did the tone close? How was the tone of the 
market? 

Well, not bad . It 1 s - it ' s fairly steady . 

Yes 

We only bought a tew million toward the end th~re. 

Uh huh . :tell -

So it behLved pretty ~ell . 

Fine . ~11 right, I ' ll be t~ lking to you in the 
morning . 

I don ' t think there ' s any very great selling, you 
know . 

No . 

It ' s just a few seller s . 

270 

Right . night . You might ~ell me t omorrow whore the 
selling is coming from . You might sort of look i t 
up for me . 

All right . 

Will you do that? 

All right. 

Thank )'OU, Burgess . 

Very good . 

Goodbye. 

Goodbye . 
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\iCNS25 

PAkjS--THE • BilLION DOlLAk• 1937 NATIONAL BUDGET ON WHICH 

THE fATE Of THE POPULAR f RONT ADMINISTHATION Of PREMIEk BlUM 

DEPENDS WILL CO BEFORE THE CABI NET ~Y. THE ESTIMATES MUST BE VOTED 

BEFOkE Till END Of THE YEAR , 
' 

THE OUDCET HAS BEEN DkAWN UP BY fiNANCE MINI STER AUR I Ol AND THE 

VARIOUS CABINET MEMBEkS IN THE GREATEST SECkECY , . HOWEVER, TkE UN ITED 

PRESS LEAkNED THAT IT WilL BE BETWEEN 20,000, 000, 000 CB) AND 

25 1 0001 000, 000 CBl fRANCS--OR fkO~ $930,000,000 TO $1 1 162, 5001 000 

AT THE NEW DEPRECIATED RATE Of EXCHANGE . 

THE ESTIMATES THIS YEAR TAKE ON ADDI TIONAL SIGNIFICANCE IN VIEW Of 

THE REVALUATI ON Of THE fkANC BY APPHOXIMATELY ONE-THikD, fkO" ITS 

FOHMEk VALUE Of· AROUND 6 1/2 CENTS TO THE PkESENT RATE OF 4 2/3 CENTS 

PEK f kANC. 

10/27--TP1014A 
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FRENCH CAB I NET TO GET BUDGET oc1 ·) 
-BY UNITED PRESS-

PAR I S - THE FIGURES OF THE 1937 NATIONAL B 

BUDGET ON WHICH THE FATE OF THE POPULAR 

FRONT ADMINISTRATION OF PREM I ER LEON BLUM 

DEPENDS GO BEFORE THE CABINET TODAY - THE 

ESTIMATES MUST BE VOTED BEFORE THE END OF 

THE YEAR 

-o-
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BERTRAND ON BANK OF FRANCE REFORMS 

AD D BERTRAND 

COM~ENTING ON REFORMS RECENTLY INSTITUTED 

~y BANK OF FRANCE ~ULES BERTRAND AQM~ISTRA­

TOR OF THE BANK STATED- -IT' IS GENERAL 

OP I NION THAT THESE REFORMS HAVE BEEN FORCED 

BY LEON BLUM-S POLITICAL PARTY AND THAT 

DIRECTORS OF BANK OF FRANCE HAVE MADE THESE 

REFORMS AGAINST THEIR WISHES-

IT IS MR BERTRAND-S OPINION THESE REFORMS 

ARE - CAMOUFLAGE- AND THFRE IS NO CHANGE 

INWARDLY 
-THE POLITICAL PARTY OF LEON BLUM WILL 

NOT LAST VERY LONG- MR BERTRAND STATED 

-BECAUSE MR BLUM WAS PLACED IN POWER BY 

WORKING CLAS S AND BENEF ITS THEY HAVE RECEIVED 

IN FORM OF R IS ING WAGES ARE ALL BEING SPENT 

BECAUSE COST OF L I VING IN FRANCE IS RISING 

SO RAPIDLY 
-BEFORE THE BLUM GOVERNMENT CAME INTO 

POWER THERE WER E SIGNS OF A BUSINESS RECOVERY 

BUT AT PRESENT A FEELING OF UNCERTAINTY 

PREVAILS IN FRANCE-

-0-
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