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Op r•tor : Go ahead , 
~ . ·~t~rle 
Co<'hrnn: Hello . 

fl. I.Jr: Hello . 

C: Hello, Ur . Uorgenthau. 

1l. •.! .Jr : Hello, Cochran. 

October 28, 1936 . 
9 : 35 A. U. 

C: I ' m speaking froM the Embassy in Brussel s . 

q , 1. Jr: Yes . 

C: Here last nig~t -

ll . "..I .. Tr : Yes . 

C: - nine o ' clock. This morninc; I went first to the 
Gover nor of the Bank -

H.M.Jr : Yes 

C: - tlr . Compton -

H. ,{. Jr : Yes 

C: - and I took up the proposition with hit! to see 
what we could draw up -

n. :.a .Jr : Yes 

C: - and then he talked to t he L!inister of Finance 
in my presence -

R. !l.Jr : Yes . 

C: - and we have a t entative statement which they will 
get the Minister of Finance to sign -

It. !.Jr : Yes 

C: - if it is agreeable to you. 

H. ~ .Jr : Yes 

C: Hello? 

H . ~.Jr : Go ahead 

1 
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C: And I'l l - I ' ll r ead i t to you now. 

H. •t.Jr : Yes . 

C: They ' re vnlli ng to address a l etter to me -

H. li. Jr : Yes . 

C: - so that i t won ' t have to go through the diplomatic 
channels of the Embassy and the Forei gn Office, and 
so on, in which they will say: "Wi th ref er ence to 
the declarat ion of Oct ober 17, 1936, I have the 
honor - " Now, this will be signed by t he Llinis t er 
of Finance . 

H. l.Jr : Yes . 

C: " - I have the honor to confirm to you that the 
BelgiF-n Government fully guarantees to the Govern­
ment o! the United States the obl igations assumed 
in this declaration by the National Bank of 
Belgium, r.hich is furth~rmorc, as you knoTI , the 
fiscal agent of the State . " 

R. tl . Jr : The \"lh.a t ? 

C: I s the fiscal agent . 

1! . :.I .Jr : Yes . 

C: I knew you liked that phrase - "is the fiscal agent 
of the Sta te . " 

R.U.Jr : That ' s all right . 

C: So, do you think that one paragraph r.ould straighten 
this out? 

R. M.Jr : v:ell now, let me think a minute . What is the objec­
tion to sending it through the regular diplomatic 
channels? 

c: There • s one thing they make - t here 1 s one final 
sentence on this . 

H. LI .Jr : Oh. 

C: As follows : "It is under stood - " 

B. J . Jr : Pardon me -
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C: " - that this declaration - n 

H.t!.Jr : I didn' t get thllt . 

C: "It is understood t hat this declaration shall 
not be made public without the consent of the 
two Governments ." 

'' · 'l.Jr : Without the consent of t he t r.o Goverments? 

C: That's of your Government and the Belgian Government . 

H. l!. Jr : Yes . 

C: Because they \loul d r a tho:;r not l et - let this thing 
get out . 

H. 'J.Jr : Why not? 

C: Well , thoy - t hey insisted upon the separate func­
tions and t he independence of their Central Bank, 
and while the Treasury is willing to give us this 
assurance , they - they ' r e afraid it Viould cause 
improper tactics on the part of t he public. 

II .M.Jr : Cause what? 

C: ~ould cause unsympathetic criticism in Belgium. 

!!. I. Jr : I didn 1 t get that . 

C: They are afraid that it might cause criticism here 
1D Belgium of the Government . 

R.M.Jr : Yes . Well, I still say let' s - let ' s leave that to 
one side for the minute . Just a minute -

C: All right. 

H.W.Jr : (Short aside conversation.) Eello . 

C: Hello. You see, they - they don't want to sign this 
unless it ' s something that ' s agreeable to us. 

H. LI .Jr : Well , I couldn't give an answer on that over the 
telephone . You 'll have to send it to me in the form 
of a tentative draft . 

C: I see . 

H. 'l.Jr: I would - I "auld cable it fro~:~ Belgium. Let the 

3 
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C: I ' ll be back in Paris in - in good time this evening , 

H. M. Jr: No . Well, I want it tomorrow morning . 

C: Well, I'll coblo it froD Paris tonight yet . 

H. 'I.Jr : Oh, would you? 

C: Yes . It ' s only a quarter to three. I can get the 
four o ' clock train from her e . 

U. '.I .Jr : Ob, I sec . Row long does 1t take you to get to 
Paris? 

C: Thl'ee hours aro a half , 

B. :.I. Jr : Ob, I see. Well, if you could put it on tonizht , 
then I'd have it in the morning . 

C: Well, I'll put it on t here - from t here tonight . 

n . ~I . Jr : Well, I 1m - I wouldn't want to give a snap answer 
to t hat . 

C: Yes . 

H. li. Jr : Because - I furthermor e . Just read me that noto 
once more, will you - ~hat it says . 

C: It will be a letter to be addressed to oe . 

~ . 1LJr : A letter to address to you. 

C: To be signed by the Minister or Finance -

li . !.I. Jr : Yes . 

C: - of Belgium . And then it begins : "With reference 
to the declaration of October 17, 1936, I have the 
honor to confirm to you that the Bel gian Govcr~ent 
fully guar antees to the Governoent of t he United 
States the obligations assumed in this declaration by 
the National Bank of Belgium, which is furthermore, 
as you kno" , the fiscal agent or the State . 

(Paragraph) "It is uroerstood that this declaration 
shall not be made public without the consent of the 
two Governments . " 

B .~ .Jr: Well, there ' s one thing -

Regraded Unclassified 



- 5 -

C: It reads in the text as -

!l . ~I . Jr : Yes . Well , there ' s one thing . 

C: - aoo -

H. 'l.Jr : That's going to be signed by the Secretary of the 
Treasury of Bel&ium, isn' t it? 

c: Yes . 

H. lf .Jr : V/ell then, it should be addressed to me. 

C: They - they were afr aid it would have to go through 
channels - Oh, I think they could addr ess it to 
you all right . 

R. i . Jr : Well , they should address it to me. 

C: And the For eign Off'ice - aoo the !linistry of -of 
Foreign Affairs can -

H. I.Jr : ~ell, even if it should - I mean I think it ' d be 
that much better . I - I think that that - that 
should be addressed to me and that it should come 
through the Foreign Office . 

Tblco 0 : Six minutes . 

fl . ~ . Jr : Hello . 

C: You prefer that it come that ~ay. 

H. M.Jr : Yei . But you can tell them this - there ' s no use 
routing it that way until we know it's acceptable. 

C: No . 

li. lJ .Jr: But I would say one - that the way - I mean the 
main thing is the content. Is the contents of 
it satisfactory? v:en, I -

C: Yes . 

H. \t . Jr : You send it to me in tentative form . 

C: Yes . 

H. {. Jr : But beforo you l eave you can say you talked to mo -

C: Yes. 

5 
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H.M.Jr : - and if we want it we - I want it addressed to me 
and I want it to come through the Foreign Office . 

C: You see - that ' s - I ' m not sure t~~t t hey ' ll be 

6 

willing on that, because they - they don' t want it to -
to cake any publicity or any argument in Parliament on it . 

H.U.Jr : Wel l , if - if they can' t do it then I - then I ' m 
not sure that 11'9 can do business with them. 

C: Vlell, I mean they 're - they ' re trying to meet our 
requirements . 

H.U.Jr : Well, I - I know, but I don ' t want - I can' t - I - I 
cannot have any secret agreements . I mean any agreement -

C: Do you want this to be made public? 

H.U.Jr : Well, any agr eement that I make I ' m going to oake public . 

C: I se., , 

R.M. Jr : I mean any agreement that - I •ve got to announce publicly 
that I ' m doing business with Belgium. 

C: Yes, you - you have to anno·unce publicly that you•re 
doing business with them. 

H. •LJr: Yes . 

C: That - thnt ' s understood . 

R. !.!. Jr : Yes . But I have to make this note public . I 1111 not 
going to make any secret agreements . 

C: Their - thelr statement the other day gave the exact 
situation here -

R.LI .Jr: Yes . 

C: 

R. i.I.Jr: 

C: 

- and gave such 
make under the law. 

as they ' re authorized to 

Well, you send - you send a cable, send the whole 
thing, and I •ll discuss it with the State Department 
here tomorrow . 

Yes . 
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H . ~ . Jr : And we ' ll have a car eful discussi on and then we 'll 
decide . Bu t they may not agr ee wi th me, t he State 
Depar tment . See? Rallo? 

C: Hello. 

~ .• Jr: But certainly the note should be addressed to me . 

C: All right. 

R.M.Jr : And you send it to me tentative and by the time you 
get back to Paris you will undoubt edly have t he 
Swi ss answer a l so. 

C: Yes, yes , I should have that . 

H.~.Jr : You see? And -

C: Uaybe I ' d better file this f r om here this afternoon. 

H. •t. Jr: I thin.lt so . 

C: All right . 

Jl . Lt .Jr: And - I think so - and then j ust give me what your 
opinion is the reasons why it should not be made public . 

C: Yes . 

H. 'l.Jr: But I ' ve got to make something public . 

C: You - you see , they - they don ' t want to give the State 
the impression here of instability . I mean they - they 
don ' t take to the idea of reestablishing a - a stabil i ­
zation fund or anything of toot sort . 

n . •.t .Jr : No , but there ' s no - why should it be a s i gn of 
inStability if t he Gover nment communicates with the 
Government of t he United States? I should think i t 
would add to t heir str engt h . 

C: Uo, that ' s not the thing. They understand that 
the Bank of Belgium s t ands on its own, t ha t it ' s 
independent, and that they really need no guar antee 
f r om the state -

H. 'A. J r : \'/ell -

C: - to eet it to hold to its pr omises . 

7 
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But my dear Cochran, we ' re not going to do business 
t hat way any more . 

I - I under stand, and I ' ve argued here and I ' ve 
gotten this letter out of them -

Yes . 

-but it 1 s about as far as they ' ll go . 

fiell , you send it over . You send it to me . I don•t 
see why you can' t file it f r om where you are . 

Yes . 

And that will save time . 

I 1d rat~er think it over as I go home . 

Well , that ' s all right. 

All right . 

That ' s all right . And then when you get home you 
might phone Paris and tell thorn if they have any­
thing from Swltzcrland to have it ready for you. 

Yes - yes, that ' ll be t here - I ' ll see to that when I -

And you send it along and then I'll discuss it 
with the people over at the State Department and 
we ' ll give it very careful considerati on. 

Fine . All right, sir, I ' ll fix up a message as I 
come home, and ! 111 tell them to - that we 111 hold 
this tentatively -

Yes -

- and I'll phone back to the IUnistry of Finance as 
soon as I have your answer . 

And 1f you have an;y political impressions of an;y 
ki nd, you might jus t sort or give me a couple of 
hints in your cable . 

Yes , yes . 

I mean of - of Belgium. 

Yes . 

B 
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R. l.I . Jr : I mean if you have anything that - that would bear 
on the econornic side. You see what I mean? 

C: I haven' t a lot. I had luncheon today with - with 
the Minister of Agriculture and the Governor of the 
Bank and about - and all the Directors . This liaS 
the day of their monthly meeting . 

H. l .Jr : Well, 1f you pick up anything which would bear on 
the economic , why, you - you put it in your cable . 

C: All right, but I - I tell you I can' t probably have 
much, because I ' ll have to hurry now and fleece up 
and get tho train. 

H. 'l . Jr: All right . Thank you. 

C: If I took the later train, then I couldn ' t get the 
cablegram to you -

H. I.Jr : Yes . 

C: - because there -

f!. M. Jr : Well , you tul<e it and you can be thinking it over 
and then vrhon you get t here you cable me . 

C: All right . 

H. U.Jr : Thank you very cuch. 

C: But quite frankly , these people think they •ve gone 
quite a ways in this . 

H.!,. Jr : Yes . Ylell , you -

C: I ' ll - I •ll put it up to you and - and l et you think 
it over too . 

H. l.A .Jr : Right. 

C: Fine . 

R. •.Jr: Thank you. 

C: Goodbye . 

H.M.Jr : Goodbye. 

9 
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F: 

October 28, 1936 
9 :50A .M. 
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- - that the Secretary of the Treasury would guar ­
antee what the Bank of Belgium proposed to do, but 
they didn't want any publici~ because they said it 
would weaken the position of the Bank of Belgium. 
See? 

Well, I said, in the first place, any letter ad­
dressed to him - the letter must be addressed to 
me if it's from the Secretary of the Treasury of 
Belgium. Huh? 

·Yes. 

And not to Cochran . 

Right . 

In the second place, that -

Who ' s doing this, by the way? 

The Secretary of the Treasury of Belgium. 

:ies. 

In t he second place, that I - the way I felt -
that any st atement or any agreement that we had 
with them couldn 't on the surface appear t o be with 
the Bank of Belgium and in secret agreement with 
the - with the Treasury. 

Yes. 

That if we were going to do this thing, it would 
have t o be out and above board . 

Right. 

That seemed to upset Cochran very much, because be -

That seemed to what? 

Upset Cochran. 

Yes. 
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Because he said he didn ' t think they'd agree to it 
because it would mean that the note would have to 
go through the Foreign Office and the State Depart­
ment to me; and I said that's Just the way I wanted 
it to go . See? 

Certainly going through the State Department doesn ' t -

No , ha meant tnrough the Belgian For eign Office, 
and -

You - you're quite right. 

Now - then he said - well, tha t he was quite sure 
that they wouldn't do i t because it would be a sign 
of weakness on the part of the Bank of Belgium, 
would be so interpreted . Well , I said I Just 
couldn't see it and would they please - he could -
he could - he 's taking a t hree o ' clock train to 
Belgium - to Paris and will file the cable tonight. 
s ee? 

Yes 

Now -

" by should it be a sign of weakness in the Bank of 
Belgium when it wasn't in the -

That 's what I say. 

- Bank or England up -

Yes- and that they don't wa nt any publicity, and I 
said - well, I - tbey way I feel, if I can't announce 
it, if Belgium can't do business tha t way, we' d 
better not do business a t all . 

You have to list them, don't you? 

We have to a nnounce it. 

"ell, I - you wouldn't have to make a separate 
announcement but you 'd have to put them on your 
list . 

That ' s r ight. 
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"ell, immediately some sharp newspaperman would 
catch thl• t and there you are - then you ' d have to 
discuss the Whole matter anyway . 

••ell, I can 1 t say that - what they want me t o say 
is tha t the a greement i s between - with .the Bank 

12 

of Belgium. And t hen I •ve got a secret letter from 
the Secreta ry of the Treasury addressed to Cochran 
saying that the Secreta ry of the Treasury of Belgi•~ 
guaren- - of - the Secretary of the Tr easury of 
Belgium guarantees the Bank of Belg:tlllll. It 1 s silly . 

l wonder whether the- it ' s curious, too, With Van 
Zeeland there as Prime Minister -

Well -

lie certa inly must be fer it . 

Well , he - he didn ' t get t o the Prime lolinister thls 
time. 

No, but I'm wondering what there is - you can assume 
that there ' s something in their domestic situation ­
that it ' s not theory - there ' s something in their 
domestic situation. 

rlight - and I t old Cochran if he had picked up 
anything which - any gossip which would bear on the 
economic , to i nclude it in his cabl e. Well , he said 
he hadn't picked up much. 

kll right - now -

And that cable - he ' ll file that tonight, we ' ll have 
it in the morning and then wllen i t comes let 1 s - come 
over and let ' s t alk it over . See? 

All riJht, and of course he reels completely r ree -
well, be did - on hls first trip to Belgium be 
s topped in and saw the Legation, didn't be? 

Ob, he was phoning me from there. 

Yes, so he feels completely free to consult those 
fellows . 

Oh, be was phoning from there. 

Regraded Unclassified 
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All right, let's wa.it and see what we get, and -

And then we 'll get the Swiss . But - but I - r -
but he - I - you evidently feel the way I do. 

I Just- I Just don't see what's on the other side . 

I don' t either. 

I don ' t know that it' s - and if we had time enough 
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t o holo the whole thing off and catch a per spective -

But we haven't -

I don't know that it 1 s absolutely essential that it 
be a governmental commitment. 

But we have - they • r e willing to make the govern­
menta l commitment but they want that neld secret . 

I know it. l'lell - there - I concede that there 
might be some r eason f or it, but let them t ell 
us why. 

Well, he -

The one r eason they cite, tha t it'll be a sign of 
admi ssion of weakness in the Bank -

Yes 

- that's the bunk. 

Well, r told Cochran t o put down the arguments as be 
has them, r eceived them, and his own arguments. 

It comes t o this, as I see it : When the other three 
governments signed this thing, they said towards 
each other responsibly, "We're going to try to keep 
these currencies stable , even though it's sometimes 
a 11 t tle bit dU'ficul t for us and we have to riSk a 
little bit of money. " That ' s wha t they in substance 
said t n e ach other . Now, Belgium bas to accept an 
obligation of the same type and it' s got to rest on 
the Belgian governmental authorities, not merely on 
the technical banking authorities -

Right . 
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- and it's got to be known as such. 

I -

You don't want any secrets . You want to be in a 
position a t any time to be able to s ay to Congress 
or anyone else: "You kn.ow everything there i s to 
know. " 

Well, Herbert, if you - you and I ere thinking 
eye-to-eye . 

All right. 

And I said there ' s one thing - I sa id to Cochran 
r a ther than a sign of weakness I consider it a 
sign of strength because it means that the Belgian 
Goverment is bac.k of the Bank of Belgium. 

ru interpr e t it to mean, then, the other thing 
about - tha t they realize that if they give us 
something publicly known as a government commit­
ment, it' s 8 stronger commitment than if l t were 
merely 8 banking commitment . 

True. 

I think they're using the reason in the wrong way . 
I mean -

That they're r eversed . 

That 1 s right. 

That 's right . 

It strikes me as the rever se, not - not as they put 
it . 

14 

Right. Well , I'm - I'm awfully glad that we feel 
the same, and ·we' 11 wei t now until tomorrow morning and 
when tha cable comes then we ' ll get together. 

Right . Now, the Secretary - I don't believe he's 
in today, so I can't - I don ' t want to t ell him 
this over the telephone. 
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No, n- n- no. Well, it's -

I think we'll let it ride until tomorrow. 

Wait until it comes 1n the cable; that's time 
enough . 

All right. Right, sir . 

Thank you . 
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H.!: .Jr : 
·,1 . R. 
Burgess : 

B. l.I . Jr : 

B: 

H . '~ . Jr : 

B: 

li . :I. Jr: 

B: 

H. :.1 . Jr: 

B: 

H. M. Jr : 

B: 

H. ;.t . Jr: 

B: 

H.'' . Jr : 

B: 

B.:.l. Jr : 

B: 

B. W. Jr : 

Bello . 

Good morning . 

Hello, Burgess . 

Oc tober 28, 1936 
10 : 20 I . !.I . 

The market ' s about u thirty-second of f this 
morning . 

Uh huh . 

Two thirty- seconds on one or two t hings, but not 
much . The new ones a re one hundred and one one . 

Pardon me . 

The new ones are one hundred and one one . 

I see . 

lie ' re in there at a hundred and one . 

Yes . 

Now, I think we ought to fol low about the same 
procedure as yesterday, wi th perhaps a shade 
lighter touch, if we can. There was some comment 
yest erday about our buying . 

Well - ':fell, .vhat about letting those bonds go 
below 101? 

Well , I don' t think it ' s &Of great disaster . I 
think we ought to hold it 101 fa i rly sol id for -
oh, up to ten million anyway , wouldn ' t you? 

At 101. 

Yes . 

Be up to ten. 

Yes . 

Well, that would satisfy me . 
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Xes, I - I would think that would be about the 
right way -

Xes . I mean if - if we can ' t hold it at that with 
ten -

Xes 

- then I - then I wish you'd cull me . 

All right. 

On a drop of a thirty-second . 

Xes , yes . 

~ell , that would be - I woulan' t complain on tha t. 

No, I think that ' s about right, if we don ' t want to 
"strong- ar m" it too much --

N- no . 

- but I think we can do that much. 

No, that ' s entirely agreellble . 

Xes . Now, you wer e asking again l as t night about 
who was doi ng the selling. 

Right. 
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It's very hard to find a ny concentrated selling . The -
purchases yesterday were about a third up from declers -

Xes 

- and about a third up on the Board . 

Yes 

And about a third from out -of-town banks. 

Ub huh . 

Oh-
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Well , that sounds all right, Burgess . 

There was one insurance company selling a little 
somet hing . 

Well , that sounds all right. 

There was a few banks . I think you can get it . 
The dealers like to load a little • 

.Hight . 

They Rere a little bit high . 

Ob nub . 

But it ' s - there ' s nothing very concentr ated . 
Things are quiet this morning . 

All right, I ' ll tali to you a little later . 

First r ate . 

Thank you. 

I ' ll call up if anything speci al happens. 

Thank you. 

Very good . 

Goodbye . 
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COWJIDD!Lt.L 

Oo,ober 28, 1938 

WOOD 

Tour 'e1egraa Wo. 183, OOtober 33 eix p.a, 
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Pleaee infora P'in&noe llininer Buares that Secre,ary 

llorgenthau ie aost appreciatiYe of hie friendly •••aa&• 
all4 of hie crtfer of cooperati on in aeaeuree looking ton.rcl 

international ourrenoy stabi1isatioa; also tb&t Secre,ary 

llargentb&u will al-y• be glacl to reoeiYe the llinilter an& 

to oODfer with hill on •ttere of 11n1tual interest to the 

Treaeurtee of the two ooun,rtea whenner the 111n1ater ... ,. 

b&Ye oocae1on to T111.t liiLehi~on. HoweYer, u appean 

cloub,ful that a sui,ab1e opportunitT for profitable clie­

ouaeiona on the •ttere lllll'ionecl in 'he 111D1eter'• a eeaage 

Will preeent i taelf prior to the oonclua1on of the forth­

ooaing oonferenoe at Bueno• Airee. It 11 therefore euuee­

tecl that 111n1eter Buarea aight 1riab to coadcler cleferrinc 

hh 81li8eate4 Tiait unUl rebruarT. 

HULL 
n 

Regraded Unclassified 



THE SOVIET GOVERNMENT LAST NIGHT REVALUED 

ITS CURRENCY WH ICH WAS PEGGED TO THE FPENCH 

FRANC TO CORRESPOND WITH PARIS RECENT DEVAL- ~ 
:-" 

UATION - THE COUNCIL OF PEOPLES COMM I SSARS ,P 
d> 

ISSUED A DECREE FIXING THE VALUE OF THE 

ROUBLE AT 4 1-4 FRANCS - PREV IOUSLY THE 

RUSSIAN CURRENCY HAD BEEN PEGGED AT 3 GOLD 

FRANCS - · THIS DECREE CARRIES OUT INTENTION 

ANNOUNC ED AT THE TIMF OF FRENCH DEVALUATION 

~ 
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PARIS- IT IS OFFICIALLY CONFIRMED THAT 

THE 1937 EXPEND ITURES ARE DIVIDED INTO OROI ~­
ARY AND EXTRAORDINARY THE BUDGETS FOR WHICH 

HAVE BEEN FORMED IN THE AMOUNT OF ABOUT THE 

1936 TOTAL AND ARE ALMOST COVERED BY REVENUE 

BUT THE LATTER-S TOTAL IS NO T MENTIONED AN D 

IS COVERED BY LOANS OR CREDITJ THROUGH THE 
CENTRAL BANKS Od . .(J; .Jt. 

ADO FRENCH BUDGET IU .I~ 
PARIS- AMONG F I SCAL REFOR~f~~SJEdTED IS 

ABROGATION OF LAVAL-S 10 PC LEVY ON COUPONS 

OF RENTES AND MUNI CIPAL BONOS AND THE SUBSTIT­

UTION FOR TURNOVER TAXES OF A 6 PC TAX LEVIED 

ONLY IN THE FINAL STAGE OF PRODUCTION BEFORE 

PRODUCTS REACH THE RETA ILER - THIS MEASURE IS 

EXPECTED TO RAISE 6 000 000 000 FRANCS ANNUAL­

LY EXCEEDING THE YIELD OF THE ACTUAL TURNOVER 
TAX ES 

ADO FRENCH BUDGET OCT 2 8 19l) \ ~ ,1-0 
· PAR IS - THE WE IGHT OF THE WAR PENS I ONS IS RE 

-MOVED FROM THE BUDGET BY THE INTRODUCTION OF 

A SYSTEM WH ICH WI LL INVOLVE ANNUA L UN I FORM 
LOANS 
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MOSCOW.--TH£ SOVIET COV£KNM£NT TONIGHT REVALUED ITS CURRENCY, 

p£CC£D TO TH£ fRENCH fk~C, TO CO~R£SPOND WITH f RANCE ' S RECENT DEV~LU-

~ION. 

THE COUNC IL Of PEOPLE ' S COMMISSARS ISSUED A DECREE fi XING THE VAL.u~ 

or THE ~OUBL£ AT fOUR AND ONE-QUARTER fRANCS. PREVIOUSLY, RUSSI~N 

CURRENCY HAD BEEN PEGGED AT THREE COLD f RANCS . 

WCNS98 

ADD ROUBLE, MOSCOW 

THE ORDER DOES NOT CHANG£ THE VALUE Of THE ROUBLE IN OTHER-COUN­

TRIES, BUT MERELY ADJUSTED THE kOUBL£ TO THE CHANCE IN THE V~LUt OF 

THE fkANC . 

10/28·-E5~7P . 
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Ocwber 28,lllS6 

On NO...-er 17, cochre.n tranlllli tted to the Seorete.ry t he original 
signed l etter f1'Cllll Uiniater of nnance de Man wi th transla tion thereof, 
wherein the Minietwr confirmed that the Delginn covernmeot would tully 
guarantee the obligation& e a8111118d by the Ne~ionol Benlc of Bel.gi~&. 'l'be 
letter ie dated NOTember ll . 

(J'11.ed Stabilization Polder , under date of r:ovember ll.) 

' 
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~ 

Minutea of aoeting held at the baa. ot GoTernor Warriner 6 , loolea at 7 o'clock P,K,, October 28 , 1936, 

Warriner S, loolea, Cbairaan, Board of Oo .. rnora of the Federal l!eaerTe Sy.t•, 
Wayne C, fa7lor, Aaaietant Secretary of tho Treaaury, Jboneet G, Draper, .Aaaiatant Secretary, Dept.rt.eat ot ec-•roe. 
Iaador Lubin, Ca..ioaionor of Labor Statietioa, Dopart­Mnt or Labor , 
Otto f , llallery, retired buaineaa aen and atudent of atabiliaation ot induatry and ot public r•oreation, I, A. Ocldonftiaer, Director, Dh'iaion or lllaearoh and Statiatica, Board of GoTernore or tho Federal ReaerTe Syat•, 
Lauchlin Currie , .Aaaiatant Director of the Di"rlliCIII of Roaearoh aDd Statietioe, Board of Gonrnora of the Federal ReaerTe Syat .. , 
George C, llu.a , Dirootor of Jlaaearob and Statietica, ON1ce ot tho Secretary ot tho Treaaury, 

llr. Lubin openocl tho aain diaouaaion ot the enning b7 aayiJic 
it ... tho belief or ·- ooon.-ieta that tbe preaent upturn ot 
tho bullneaa 070le will haTe ...,rlced itaelt out b7 letO, and that 
n ...,u.ld then be faced witb another depreoaion , )fr, Lubin aaid 
he thought it h1sJU7 deairable that,.. begin ~atelJ to ...,rk 
out plane and procedure to ban in re&diD .. a to uae at the proper 
tt.e to prnent another oriaia, 

llr. Boo lea aaid be had p no considerable tboupt to tbil 

aituation aa be felt that the oapital1et1o OJit .. i t it ~e to 
aurTiTe would """ to ahoor a bettar record ot porto~. Be 
aaid be felt that the people would deauxl a ~e in - diN o­
tion it the OJitea did aot eo t\moti011 ac aa 11$ to haw large 
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nuabera \lll•ployed onr lone p.rioda ot t~. 'l'lw bi& tunda­

.. ntu nate. the nation&! nate. u be aaw it. ie not in what 

people are o&lling waste. but the national loaa which ocoura 

when people are un-.ployed and are not produoinr; end oona\llinr; 

r;ooda, 

25 

~ 

Be put out for oonaiderat1on a propoa&l which would involve 

lepelation setting up a board to be o&llecl. the l'lllployMllt Stabilha­

tion Board. 'l'hb Board. aa be Tiaualhed it. ehould be ce.poaed ot 

aen aeleated because of their profaaaional capaoitiea entirely die­

auociatecl. from politico. In thie way the Board• be felt. would 

continue t r 0111 011e adminiatraticn to another. 'l'he aa1n function or 

thh Board would be to work out plena end procedure for public worlta 

or other ezpmditurea which he thougbt at timea would be neoea&al")' 

to maintain buaineu atability. 'l'hia Board would serve in a purely 

adTiaory eapacity to the Preaidct. the aotu&l operation• ctailed 

in t he expcditurea to be carried on by the ......-ioua operatinr; 

apneiu. 

'l'ba Board. aa be pointed out, would proceed ~diately to 

make a aurvey oC>Tering the whoh or the tbited Statu to deteraine 

where public worlta. end the type or public projeota whiob would 

aern tt. moat uaetul purpose, could be initiated. and carry thia 

aurny out in creat detail, inolud1ng for e:a:&~~ple the c redit poait1.., 

ot the local con..-enta, etoetera. the Board 110uld tb• be in a 

Regraded Unclassified 



- 3 -

poeition to uc-nd to ttw Proeident that bo &ale tor &II appro• 

priation ot a o•rt&U uaolmt &nd at the eaae tiae be in • podt1CIIl 

to tell b1a j u.t how thie ....,ey ooul4 be expeoded ..,,t etteotinl:r 

to a&int&in buaineu at&bility. 

He turther pointed out that thia would bo a great illp,._eat 

onr the pruent dtUfttiCIIII in wbioh each ot tho ar;•oiea haw 

priM.rlly only Cillo tboUC)tt in mJld &lid that 11 to eecure ..,re tuDde 

tor their partioul&r aoth'1ty. there h praotioaU:r 110 oorrel&tiOD 

to tit the parte into a whole tCIIIILJ"d a certain objeotin. Be pointed 

out turther that thh would be ot r;roat a uht&Doe to the trMeury 

Department and to the Budget Bureau ;oohich now baa a continual etrur;r;le 

with the ~ agenoiae to keep t'- trOIIA onrexpmdillr;. Ho indicated 

that 1111cler the pruent aet-up it 110uld bo natural tor Mr. Iolcee to 

be inter.,.ted 111 ""P"""illr; ttw publlo worlce in which he h enr;ar;ed 

and that other people would want to oxp&lld the l!aeettl-" 4de'nht,..,. 

tion, etoote:ra. 

Mr. Boclu ea14 that the public 110r1 or leu loolce4 to the 

Federal Reee,...,.. Bo&r4 to a&int&in bueinue et&hillty, &114 that M 

fte oon~oed the l!aaarn Boar4 did not h&..,.. aMq\ate p-r to 4o 

thia , U. aaid he •e teutul that it 1t att.pted to oheok a bud• 

neu booa it ai&)tt initiate clefia ticm, and that without - detillite 

orpn1aat1on ""?-?•e epeoitio t'ullotion wae to rect-ed the epeodtnr; 

ot aoaey to illoroaee purob&einr; powr, '" air;ht t1lld O'III'Hl..,..e 
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1Jt r. 41ttioult aitutia. Be •••eel to t eel "n)' atron£17 with 

rer;ar4 to thia, and 1Jtcl1o&te4 th&t be would not w.nt to be &round 

when the oheoll:a to & booa were &pplie4 unleu provhion b&d b•• 

u.de tor & o&ret'lllly planned prooedure to p;O'tern expencl1 t= .. to 

oounterr.ct 1Jt i ta er.r!J eta&•• UJ:f 4etl&t1oD 'llhioh aipt follow. 

ICy iapreaaion ot the cl1aouu1CIII whioh tollowe.t wu th&t the 

r;ener&l pr1Jto1plea UDderlyinr; the 14M wre r;oo4 &nd r.ocept&hle, 

but there waa ooneiderable akeptici• rer;r.r41Ar; the type ot II&Chineey 

wbioh ooul4 a tteothwl:r O&rl')' cut the gener&l pl&ll. The dittioultiea 

ot b&D411Jtr; thie •tt•r with oOllj!;r .. a, &114 other cl1tt1oult1 .. wbioh 

r.rhe in &ll)' fol'll ot d- orr.oy, were • ph&ab..t . 
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DAU: 

.lMricu J:abaeey, Parh, J'r&JICe 

OC~ober 28, 1938, 10 p.a. 

1081 

BTRIC1'LT COD'IDD!IlL. 

JROM COCIIR.d FOR THJ: SICRITART OF THJ: TREASURY. 

28 

I hacl a h1ephone call fr~ you on Monday aaternooD (Oc~. 
28) 

/at 4.:30 with regard. to (1) the clraft of a clec1arat1on by 

the aonetary authori~iee of SW1taerlancl- eee ay te1egra. 

J o. 1021 of OCtober 20 - ancl (2) the cleclaratiOD of the 

aooe~y au~horitiee of BelgiUil eipecl Oc~ober 17 by the 

Be1gi&D M1D1eter of FiD&DOe repreeentiac the GO\'&nma~ 

of Belpa ancl by the 00\'erDor of the nuona1 Banlt of 

Be1pua, which I incorporated i n ay te1ep .. of october 18, 

Jo. 1018. .u that Uae you ~olcl ae ~t the SW1ee etatr 

aent •• aauetaotory to you, ucl if the SW1ee wthoriUee 

clefilli ta1y p.Ye their &pprOYal to the cJ.ran you would. 

accept 1t. The queUiOD •• erpeotecl to be deterainecl 'by 

t he Swiee authorities oo !Ueeclay. 

The Belg1&D etateaent, you •aiel, wee not eat1ef-

tory to you, eilloe the Belgian arr&D&•ent 1DY01Yecl 

&rr&Dge-te with the C•~ral Ballk rat~ than with the 

!'r•IRI1"7. I .. nuonecl tM.t ~lie Millhter of n-e lla4 

a11P*l the clQQ••eat ill &d41t1on to the GonrDar of the 

Jati-1 Bank of Belgi-. 1 11&4 tu~~aore a&4e a 

peraoaal call on the Priae M1n1eter of Belgi- &Del lie 

pYe 
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g&1'e • hie oral apprOYal of ~he dOCIIUleB~ in queeUon. 

You aa14 ~-~ you oOilld 4o bu.e1neee with ~r .. wrha 

only, and. aet84 •e ~o go ~o Brv.eeela on lloDday 81'81l1Jl8 

~ ge~ an arrang•eu~ w1~ ~e Treaaury of Belg1-. 

n was ~oo la~e, I e&1d, ~o ~elephODe Brueeela for 

appo1Jl~aen~ and ge~ ~he ~a1u which left at 8&10. I 

e&1d howe1'er, that I would at onoe telephone to Brueaela 

&Dd aelt far ~~ppointaeBta for 1fe4nea~, &ncl if •Y oon~te 

would be iD BruBBele I would laa•e Parte oo tueacSay 

81'er.!ug. 

I bel181'84 that the Belgian declaration oonati~t84 

an accurate exposition of the eituaUon in Belgi•, aDd 

of the w1111Dpeaa of the c011petent author1Uee to ced.e 

gold to the Un1 ted. Statee on a reciprocal bade. 'l'heu 

fOil a&id tbU a weelt wae spent by fOilr staff ~ upch 

1Jl goiJI& OYer tM doOUIIIID~ &ncl it waa f OUDd UA&oceptable 

by th•J I aelt84 whe~er the expert& in that U•e .bl.4 

arrived at any idea ae to w.lat would constitute an accept-­

able &rr&JI&BIIeDt. ID &newer you 8&1d th&~ the uruce•ent 

aue1o be beiiw- 'l'reaeur1ee, bu.1i thai> fOil would cable • 1! 

fOil fouad fOilr uperh .lad &Jlf id8&8 ae 1;o how ~e acre .. 

•en1i ahollld be worked ou1i. •o 1na1iruoUc.ae with repr4 

thereto .bl.4 been reoeh84 when I left Jlarh l&Bt D1p1i. 

29 

I reoe1•e4 a telephone •s•eace at nine o'clock thia aorutac 

(1fe4Deaday) 1D Brtuaele frc. the Jlarh lllllbuBJ oo4e alert 

nats.ac 
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ataung tllat DOtbiq for .. ha4 bee reoe1·u4. 

I aaw J'%uoll: au B'vd W)Aa, Ocruraor au 8eoretuy, 

reapeothely, of tu wau011a1 Ba.lllt of Balgi1a at 9: !0 

30 

thia .,rAioc, aDd 1D41-ta4 )'OIU' wiahll aa t o tu ~-t. 

Tbe OOTerDOr, who before 1M beoaae a central b&lllter -• 

a d1aUD8\lillllecl lawyer, oontall414 that the uolarat1oa 

of tbe aneataenth of OOtobar aoourata~ portrayad the 

a1 tu&Uon wbioA pel'll1tta4 the a aauraDOe to be gh• )'Oil 

ewer t.lle 

DD a ~anon on: AID n o. 
BULLITT. 
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P&rapbraee of Seo,iooe 'hr•• &n4 four of ~•lecr&a 
Io. 10&1 of Oo~ober 38, 19:5&, fro. the Allerioan 
Dabaeey, P&r1e. 

aigna~uree of the 111niahr of J'inanoe an4 of hia tha~ 

~hey c 01ll.4 &D4 woul4 ooDOur in your gol4 arrang-D~. 

The Gcwernor r•ill4e4 ae ~a' gold which would be oe4e4 

to you would oa.e DOt fro. the freaau.ry bu~ fro. hie 

Bank. The ac.ernaen~ of Belgiua i~eelf owna no etook 

i n the Iational Bank of Belg1ua, and under the ata,ut .. of 

t he Cen~ral Bank U iB au~orised ~o aalte gold deale. 

In their ooun~ry the obl1gaUon t o buy gold at a etahcl 

price doee Dot deYolYe on ~e eta~e iteelf. Under the 

law the IaUooal Banlr. of Belgiua 11 c harged with rede­

ing ita no~ea in gold or if i ~ ohooeee 1n exchange. 

Thil choice ree~e 1n ~he banlr. alone; t herefore, exer-

d s ing thia ohoioe ~he Bank had pleqed i te wUlingneee 

t o cede gold ~o you reciprocally • 

.Dilring ay oon· ... r aation w1 th GoYernor P'ranclr., he 

recalled ~ha~ BeJ.ciua has already paeee4 throqh ~he 

etabil1sat1on fund •~age, that it ie now on the gold 

s t&D4ar4 def1n1 tely, an4 has been loaing gold to Iew 
~l'lof 

Torlr. Tery reoctly. They in~end to reeetablillh a 
II 

e~ilisation fund, which th-.r ooneidare4 aerely a t..-

porary an4 tranei,ory orp.n1sat1on. The Belciua tv.rlaier­

aore do not wan~ 'o ~alr.e u.y aotiOD wbioll alp~ ooa­

ceiTably g1Te the public ~he 1apreee1on tha~ there ie the 

lea•' bit unoer~inty reprd1J1C ~he e~il1 ty of the belp., 

or that the ~-eo' 11 aalr.iq an aUeap~ to ocatr&TeDe 

\M 
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~he lua -d praoUoaa which fill: ~• rala~iou beween ~he 
Cc~ral Ballk aDd ~he Oon~~. 

I real1n4 ~hai 1~ waa noi likel y there wou.ld be a 
chan&• aa4a in ~be bedo Belgl- aOAaiary ••~-up u &h'an 

in ~e Oo~ober 17 daolarauon. Therefore I eougM aoae 

aor~ of &441 UOD&l atahaen~ by the 111Ja1ahr of 11nuoa 
whloh aighi aake .. ~~era ea~lafaotory. 

Toward thla end the ~ext of a letter wae drafted, and 

the prOYialonal apprOYal of tbe 111n1ater of 11D.aDca, ~. 

waa obtained for it. BoweYer it wae requested ~t I 
find ou~ froa you, before ulting D- to alp, whether 
your requireaen~a woul d be aat by the draft. 

Then I went to the .U.erio- J:llbaaay ill Brueaale 
where I eJ:plaiDecl the eituaUon tully to .U.baaaa4or Morris, 

and put in a call to talk with you at a:;,o in the afternoon. 
I read ~o you oTer the telephone the lngliah ~ranalatioa 
of the J'renoh text of ~he la~~•r, which I quo~a below& 

•I'Uh rafaranoa i o ~he d.eolaraUca of October 17, -19:58, I haTe ~he hcaor to oonf1ra to you that ~he BelC1all -
OOYarnact fully sur-taae w1 th re&&rd ~o the OOYerOilaai 
of ._ UnUecl Stahl ~he obl1pUoaa ae~ 1a thil 

deol&raUoa by the JaUonal Bank of Bal&i• which 1e 

aoreoYer u you me~r the fieoal agent of the etah. 

U ie uacleraiood ~t th1a deolaraUOD shall noi M 
.--t>-1-"-' 

-.d.e<JIIoee1bla)w1ilaou~ the o~on ocaaent of the wo &o.an-

••ie.• 

"' 
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.u ~ll• U• I ~alltecl ~o y~Ml, J'Oil ooul4 ~~~ pYe 
ae an 1-1141•~• anner ae t o whether ~he queaUoa would 
be aooep~ably aolYecl by the aboYe letter, 8.114 J'Oil aakecl 
•e to cable the ten together w1 th &IIJ' o~uta I lul4 

t o malta. Therefore the draft letter waa not aubla1tte4 
to K1n1ater Deeaa tor a1gaature at a 4 o 1 cloo~ appo111'­

aezat aade tor the purpoae of do1zag eo. 
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Before I took the <&; U tra111 tor Paris I had a final 
tallt w1 th Got' erzaor l'ranolt. It waa Ullderatocd that 1! 
you dea1re4 that the letter be ooapleted I would o~ 
1oate further with Bru aaela. The Bela;1an author1Uea 
are agreeable that tb1a letter be addreaaed to you. &114 

be aent t o ae for tran•1as1011l to you; th1a procedure waa 
apprOYed by .&ab&aaa.dor Korr1a. 

EJID 8J:OTI018 THRD AJID J'OUJl, 

BULLITT. 
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P&rapllraee at 8BOUOil !he of •o• 1061 of Oo~obc 38, 
1936, fra. ~he .berican llllla•81, J'&rte. 

Darlllg \be telephone ooDYered1on yw ~ook excepUon 

~o the eeoODd puaaraph at the 4raft letter, eaylJI& thd 

you 414 not 1r&llt •Y eecre~ arn.ng•cte rep.r41ac inter­

national go14 4ea11JI&e, &ll4 the~ you wantecl liberty t o 

-.ke public an:r\bing done aloaa t hh line. 

In the telegru in which I reported the Bwtee draft -

•o. 1031 of October ao - I aentione4 that the swtee of­

ficiale requeeted that the oonten~e of the1r declaration 

be kept 1ll etr1ot oonfideGoe and be not publhhecl e1nce 

reference to 1Dternal 1lletructione 18 contained thcein, 

ae well ae to ~he fixing of the purohaee and eale prices 

for go14 and to the e:u.ot nature of tbe reeouroee of the 

exchange equalisation fUD4 which the public doee not 

know. The X1D1eter of 1'1Danoe of Belgiu. 1De1eh that 1f 

the letter 4raftecl today 1e sent t o yOil 1t should be held 

in etriot c onfidence. The Belstan offioiale bali~•. 

furtheraore, tha~ no publicity eh01ll4 be ghen the11' 

orig1.nal declarai1on of the e~en~eanth of Ootobc. 

The BeJ.ciaa offioiale UD4eretand that, uader the tarae of 

your October 13 etateaent, the naaee ~ euoh o01111triee ae 

-:r beca.e elti1ble to enJoy your gold fan1UUee will be 

publicly annOUDCecl. It 1e the oplllion at \be Bwiu aD4 

Belgian aonetU'y twthor1tiee, how~c, that th1e !ant ehCNld 

not require or 1DYol•• :roar aalt~ac poblio deolarat1aae 

ar lettere wh1ola ooatat.n 1Dfora&i1GD that their reepeoi1Ye 
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pu.bl1oe do aot la&Ye. I feel that, ae a faitllfUl !rind 

but cruel cr1Uo, I ehoul4 let you tnw that the faoeUov.e 

reu.rt 1e already oiroulaUq ewer here that ODe n&b111-

UOD fll.D4 1e worltiag for publ1oity &D4 foar for profU. 

TOll ea14 1ll our OonYereaUOD that we 8111pl)' Oould DOt 

do bueineee 1r1 th the Belgi&De 1f they oould not aHt ou 

requir-ente. I reepeottully eu~ t that if we are honeeUy 

•orltins for etab111ty in curreaoiee, 1t would be unfair t o 

penalise Belgi• eiaplJ beomee the lawe of Belgtu, whioh 
1 taeU 1e aol14ly OD the gold etand&rd &D4 foUC11riae 

EllD SIOfiOI nvz. 

BULLIS'!. 
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PAIUPBIU.U of a.ouoa aix of hlecr- •o. 1081 ot 
Oo~obar as, 19SI, froa Parle. 
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the rul.ea thereof do not h&Ye prOYiaiOD for the acW&l. 

exiatenoe of a ~eaaury-ooatrolle4 a~b111sat1on or equal­

izaUOD f und in the D8l'row aenae prescribed in your 

October 13 a~t•en~. Should thia baaia of procedure be 
f ollowecl, what would beooae of our arr~eaenta wi~ France, 
Bwi tserland aDd perhaps other countries when they return 
t o fixed gold per1~1ea after tera1nat1ng ~eir atab111~ 

tion tundaT Ia it likely that, if we o&DDot aooap~ the 
arrange~~ent of Belg1WII, we will be able to aalte reoipro-

oal gold arrangeaenta w1 th countries with independent central 
banks bu~ no etab1liaat1on tunda, no -.tter how a~able 

their currencies aay be or bow generously aDd faithfully 

t hey are shipping gold ~ the UDi ted 8tataa when t hey 
reach t heir gold erport pointe? 

If,in the lighi of the e:rplanaUo.o abO'fe, the ori,.. 

1nal October 17 atate11e~ by the Balg1ane 1a not aooaoptable, 

I reoa..encl that I be au~orhecl to aak that they c o.plaie 

the draft letter. lhould you how8'fer wiah a •ore forll&l. 

arrang•ent and ooe beyoll4 that whic h I haYe been able to 

ach1ne - 1nYol'fing negotiations through the Belgian 

Kini.ter of J'areip .Affaire - thh pre-bly would llaYe 

to be carriecl OQt under the Depar ... nt of Stat•'• ~1f1o 
1natruot10Da aD4 throqh Ua acore4Uecl diploaaUo otfloere 

ln the oountry concerned in the -uer. 
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Uter ay hllt w11ib you. I d1eouaee4 1ibe Belpan probl• 

wHh .Aab&aaa4or Morrie. I do not pra.-e to quote 

Aaba .. a4or Morrh (&D4 be haa not seen 1ihia blegraa) lid 

I ga1Jle4 the Tery 4efinUe iapreaaiOD ~t he t boupt 

I ba4 not only gotten ou.t of the Belpana everything to 

whioh I waa ent1tle4, but even aore than that. 

I talltecl w1 tb Tar1ou.a Belpau offio1ala a1i a 41reotora' 

l\lllOheoD g1Ten at the Iat1onal BaDlt of Belpua. 'fheae 

1nolwlecl the OoYerDor-GeDeral of 1ibe 'freaaary, the Minister 

of Agriculture, the O<n'ernar of tbe Belp&D Congo, the 

Dutch lll1D1ater t o Belg1ua, au4 eo on. I obta1ne4 no 

unfaTorable 1.-preeeioDa 4epreoat1ng the Balg1&D outlook 

fraa these off1o1ale nor traa .Aabaaea4or Morrie. 

UD SIO'fiOJ SIX. 

DD D88ACB. 

J:A:Lft 

BULLift. 
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October 29 , 1936 

At P: l5 this morning the Secretary talked with 
~ Oli~hant and ~. ~cReynolds about Assistant General 
Couneel :!arla.'l. z.:r. Oliphant had l~oroed the secre­
tary that ~r. Harlan bad notified him of his intention 
to resign in February, next year, to enter private 
practice of the law 1n •nash1ngton in conJunction with 
ur . Alvord, who already bas an established practice. 

!.!r. Llorgenthnu recounted the r e.ct that it seemed 
a coincidence that Ur. Harlan had decided to resign the 
next day after ~cReynolds had obJected to Harlan's desig­
nation aa a member or a committee to consider the report 
of an investigation recently oade by Secret Service in­
volving the Chief ClerA of the Department, and immediately 
following the disclosure t~t ur. ~orton was cognizant or 
an offici al inve~ tigation which is being conducted con­
cerning Uorton ' e conduct . 

Ur. Oliphant stated that he has no reservation& 
wha.tever with respect to Harlan' s loyalty and integrity 
~nd that he does not a.ttach ~~ Significance to the time 
when Harlan announced his intention to resign. 

Tne Secretary told Ur. Oli phant that he felt if 
Harlan definitely decides to resign he should arrange 
to sever hie connection ~ith the Treasury on Deccober 1, 
rather than waiting until February . Such leave ae he 
was entitled to ~an be taken after that date, but t he 
last day on which he bas access to official matters in 
t he Department should be November 30. The Secretar y 
expressed t ho foelins that Harl an should not be permit­
ted to rema1n,ror a period or threo months after his 
decision to resign, in a position where he could take 
advantage of official information which would be avail­
able to him as Assistant Gener al Counsel. Ur. Oli phant 
stated he would carry out the Secretary's wishes 1n th1s 
matter. 

~. Irey was t hen called into the conference. 
The Secretary inquired the status of the ~orton inves­
tigation. Irey recounted the raot t hat laet Uonday , 
October 26, Uorton cama to h im with the information 
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~ha~ he had discovered t hat he was under i nvestigation 
t hrough 1nqu1ries made concerning his purchase of a 
Packard automobile. 

Uor~on sta~ed he hoped that this investigation 
would be handled discreetly so as not ~o interfere with 
negotiations he is carrying on looking to a contract 
for eoployment at a liberal salary by an outside firm. 

Irey stated that, so tar, no crimincal acts by 
Horton had been disclosed by the investigation and that 
while he 1e still studying the inforrnation eo far ob­
t a ined in the Uorton i ftvesttgation, it is hie opinion 
t entatively that Uorton's resignation should be accepted. 
He promised a definite recommendation later, after further 
s tudy of his recorda. 

The Secretary told ur. Oliphant that he felt 
Uor~on should not be permitted access to h i s office 
after Saturday of ~hie week; the~ arrangemen~s could 
be made that he could take leave eo that no reflection 
on him would result, but in any event he s hould not have 
access to official records after Sat urday. 

The Secretary also d irected Irey to prepare a 
full statement concerning the Uorton case and bring it 
to his office at 11 o'clock t omorrow, at which time he 
would again canter with him and Oliphant and WcReynolda. 
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n:DERAL R£SI!RVI: BANK 

OF NEW YORK 

... '.... .:. -=.. '• .... . ... c: -

E CORRES PONDENCE OA~~.llllo 

suoJEcn. t&lnala COIYIIIAtiOILmB 

L. I. r.o1r• __ BAll or_naca. _ _ _ 

llr. Co~el ctelled o\ 11 o'clock \oQT \o eQla1a 1llv" bo 

r ootoU 7 pu:.obaoed dollar• { 'tlb1ch ho Deeded) 1D tho LoadoD -ne\ 

41d DOt 1110 hie 10ld hue. Rh dollar "'lllirtato\1 wue cllae, u 
oDttealra, not ODl.7 to ountot tll'Ueaot1•• bu\ eleo to o dollar deb' 

owed to Belci•. Bo ne TOJ7 811.Zicntl \o NTO tho 10ld wbieb ho hai 
.._._ 'bi.C 

• •• Ion tor 1 N1Jq 4q, •• bo put tt, when ho .. ' DOt be ~o 

In onu to pro-r14o tor eaob .,..,. wtotu­

aJ.ll~:r, ho wented to ltoop 80110 10ld 1D 1 .. Ion aad bad, thontoro, 

••~ced tho BUlk ot IDClmd to baT dollar• tor bh 1D tho Load-. •ann. 

inquired 11het tho nat ltep 1D their opuaUone would bo but bo A14 

414D' t mow; tho1r proe•t 4ol1ro wu to !coop tho -not 1U111o u 

u po1l1lllo. 

lo 41101lued -not -uu .. 1 llr1otl7J Cartpol naaned 

hoped WO 41d DOt aiDd h11 ••41DI 111 ONUio I told bh, .. 0. I 

added that tb11 ot OCNJ"Io 414 DOt liTo 111 • oppol"tllD1t7 to opon•• 

fraDOI •4or tbo rOOtot IC.,._tot1 bu\ \hat that ftl a bl'14&0 Wbteb 

tbero. 
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Pre~~ont: 

H. loi . Jr : 

Feis : 

iL M. Jr : 

Fe is : 

B. 1• Jr : 

Feis : 

H. d.Jr : 

Fe is : 

Oli;>Mnt : 

B. ll!.Jr : 

:.Irs . Klot z 
Mr . Taylor 
:lr . Upham 
Ur • Lochhead 
Dr . Herbert Fe1s 
Ur . Haas 
Dr . Goldenweiser 
Professor Williams 
llr . Gaston 
'!r . Oliprumt 

October 29, 1936 
11 : 05 J. . :J . 

7/e are a little bit at a disadvantage because the 
State Department only goes to ftork at 10 o'clock 
in the morning . 

tlow, I don ' t know Hhether it ' s all in here or not, 
but is it - will it come over? 

I brought it . 

Oll, you' ve got it . 'liell, may I read from that, 
or would you want to read it? 

No, no . 

On, you•ve got it . (Laughter ) Honestly, tnese 
St a te Depart~ent people -

No, sir, th~t jus t came one minute before I came, 
just got tnese two copies, know1ng ~t you only 
had a part of it - messeneer just came with it. 

~/ell , let me read 1. t . Unybe 1 t 1 s all here, but 
it ' s a sort of di sndvantage -

It ' s all here now. 

Yay I . ask has there been any interchange prior to 
this that all of us don ' t know about? 

All right . I called up a few days ago on the 

• 
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phone - Monday - and told ~r . Cochran to go 
over to Brussels, because Lfter meeting here 
with my own peopl e I deci ded tha t it was no t 
entirely clear thct we Here doing business with 
the Belgian Government and that the Belgian 
Government were the principals ; and therefore, 
I asked him to go over and explain to the Belgian 
Government that the American Government ' s policy 
in the future is to only have rel&tions in connec­
tion 11ith reciprocal exchange of gold with govern­
ments ~>.nd not with their central banks, and that 
t his arrangement «lth Belgium would have to be 
oone tbrougn diplomPti c governmental channels, 
and tnat those of us here did not feel that the 
arrangement taey offered was - was governmental -
thP-t it really was an arrangement with the Central 
Bank, and that he should go over there and try to 
explain that, ma~e t hat arrange~ent . 

I furtnermore told him that, as I understood it, 
the arrangement with t he Swiss was satisfactor y 
because the Swiss government Nus going tnrough 

42 

with that . And I gave - asked hi m to go, &nd he 
went and he culled me yesterday on the phone . o'1e 
nad a Long discussion and Cochr an felt that he had 
a satisfactory arrangement, which w&s a note ad­
dressed by the Secretary of the Tr easury of Belgium 
to Cochran personally , telling him th&t they guar an­
teed whatever the Bank or Selgiuc did, and another 
paragraph in wnicn it sa id this thing must be kept 
secret . 

·~ell , I felt thl' t wcs entirely unsatisfactory , 
wasn ' t what we wanted , and I told nim he should put 
it all in a cable and then we ' d ~ook at i t . Hut -
I mean I can' t ta~e a note of the Secretary of t he 
Treasury or Uinister of Finance , whatever they cell 
him, of Belgi um t o Cochran, and ~ith a footnote -
"This is secret." And I called - ue checked here -
and my own crowd bgreed with roe , and I called up 
Dr . Feis and what account I gave him over the phone -
f r om 1tha t I t old him over the phone he agreed wi t h 
me . I told Cochran to go back and - Well , t his 
is still wurm, H still kind of burns a little bit . 

So, with thBt introduction, Ur . Oli phant -

Regraded Unclassified 



Olir tu•nt: 

H. 'L Jr : 

Oliph&nt : 
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Oliphant: 
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Feis : 
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Thank you . I ' ve been out of touch for a day or 
t.vo . 

I apprecia~e your question, Mr . Bones . As inter­
l ocutor , I try to -

Well , I'm c.t the end . I ' m the end man ~nd Wnyne •s 
the other end man. 

He looks more like a center to me . He mey ha ve 
played end twenty ye&rs ago, but -

(Hearty l aughter) 

All right . "Strictly confidential, for the 
Secretary of Treasury and guests - - - n 

(Secret ary rends cable from 
Cocnran) 

He ' s an excellent reporter on these things , Her­
bert . I mean he gets tnese things . 
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There ' s one point in this c~ble , as far as I could 
gl ance through it , tnat might for a moment lead 
you to believe that he reported something he shouldn' t 
llbve . I think so . 

(Secretary continues reading) 

Complete oamn fool . Nothin& to be said ct all for 
cabling thAt across the Atlantic . (About an uncompli­

mentary refer ence) 
I ' d rather ~ow it than not know it . 

Ue 1 s trying to be helpful . 

Trying to let him see everything . 

No . You mean i f you cable you are 'passing the 
wisecrack of some minor Central Bank official 
across the Atlantic . 

That isn' t what he said . 

"ls already circulating . • Circula ting where? And 
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what of it? What's your purpose? Ko, no . 

What does he mean by four stabilizati on funds? 
Only three . 

Switzerland . 

(Secretary conctudes 
rending of c~ble) 

Vlell , tnere' s one distinction obviously thnt 
Cochran didn't get, and appa::-ently :.lr . Franck 
didn ' t - m~ybe he did, maybe ne 1s a better lawyer 
tnan I think he is - and that is the distinction 
betNeen toe - that is, Lne phrase •doing business 
~ito the Belgian Government" is ambiguous . It 
~eans two things . Doint busi ness with the Belgian 
Government for the purpose, or in the process, of 
setting up this Lrrangement is one meaning . Tho 
other is doing business from day to d ay with the 
Belgian Government . 

Now, apparently ~ochran is merely talking about 
these documents as being sufficient as constituting 
doing business with the Belgian Government for the 
purpose of setting up the arrangement . He doesn ' t 
at all see the problem t h!lt you want - that if you 
are going to operate as the Onited States Treasury 
from day to day, you want to be operating «ith the 
Treasury and not Aith toe Central Bank. 

,Ynat part did you say where ne wasn ' t such a good 
reporter Rhen I first began (to feis)? 

I nad one particular passage in mind but not i n 
connection with reporter . I have the one that 
you stopped at, about this remark about the 
four stabilization funas and tne one stabilization 
fund . It is from an obscure source, unless the 
transmitter believes that by that wisecrack he is 
illuminrting something that ' s escaped observation 
over here and, as I don ' t believe ~hat wisecrack 
does, I don ' t think it should be in there. But I 
think it would be a mistake to assign any impor­
tance to t bn t. Every human bei ng - occasi onally 
his tongue slips. 
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BehinJ thBt , I want to say, f irst, that I don ' t 
feel I have had time enough really systema tically 
to think over this problem. But that reserva tion -
I get the sense that his conduct or the discus­
sions on this matter hasn't been a clear d istinc­
tion between the nature of the tnings that you 
feel r equired to make of public ~o•ledge and the 
nature or the things that you would be perfectly 
willing t o ~eep confidential . 

Now, in our a rrangements with Gre<1 t Britain and 
France we hHve not yet - even until this day , as 
I understand it, have no intention of revealing 
a considerable amount of technical detail. 

Day to day opernti ons . 

Yes, the t echnical details . But that the a rrange­
ment is one for the reciprocal exchange of gold on 
certain broad principles made public and resting 
upon a distinctly governmental commitment that 
we have made public . And Lht•t , I feel , is an 
essential of e very arrangeatent a nd tha t, I also 
feel , is somethine that the Belgi an Government 
would consent to if t his thing became mor e clari­
fied . 

That is why, despite the appearance of grave diffi­
culty on this sit Ubtion, unless I am mis t aken, this 
thing can be worked out . 

71ell, I think thbt Cochran is so intelllgent -
I think he ' s willfully mixed up this question of 
what we want here on publicity to. nd what we don ' t . 
Now, he lmons perfectly well thL t we don 1 t announce 
what the price of gold is, wlu. t we will buy at, 
between France and England etoch d ay . And this 
inl'ormbtion given us by Switzerland - we have no 
intention of giving it out . ::e hB ve cever E.nr.ounced 
what our ~rrange~ents are ~i th Chins . But the fact -
what the Belgians don ' t wE.nt to say - and thrt i s 
the crux of the whole thing - is t ha t this is an 
errar.gement wi tn toe Belgh n Treasury . 

I don ' t think it ' s clear . !hat is, I remember 
yesterduy, whenever i t was when we talked about it 
before, I got the same impressi on that Herbert 
Fe is did . 
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Vlha t? 

That whet i t was t ha t they d idn ' t wi sh made public 
were the details of t his arrbngement - that t hey 
were perfec~ly willi ng t o i ndicate that the Belgi &n 
Goverrment and the Belgifn Treasury were cooper~ting 
with - and so on . 

No, no . 

They don ' t want to m&ke public that the Trebsury 
is gUbranteei ng the opera'l.lons of the Centra l 
Bank . He says if it becomes known that the Belgian 
Government is guarenteeine a contract of the 
Bank of France - BalM of Belgium, that tlu: t i s 
a sign of weakness on the part of the Bank of 
Belgium, and what they don ' t want ~o~ is that 
this is between governments . 

And another thing, ~ . Secretary, I think is 
clearly indicated there - th~st Cochran doesn ' t 
understand your problem with regard to publici ty , 
that in developing monetary exchanges i n a rnonettJry 
system you are doing very well to keep the stabi li­
zation fund secrets, without keeping any of t he 
other t hings; you have to feed that to tne public . 
And I don ' t tnink ne understands your problem . 
I think he tried to be nelpful in making that com­
ment, but, more impor tant, it indi ca t es he may not 
understand . 

Well , he may not understand some of the other . 
This is a democr acy and we don' t have di ctat ors 
over her e , and we have h public ; and, ilith the 
excepti on of England i t is the only press i n the 
worl d here, the Uni t ed Ste~es , that can write 
anything that it wants to, can say enything it 
wants to . And it makes England - even in ~ngland 
they can' t pr int anything they want to that i s 
derogatory to the King . And it is an entir ely 
different problem. As a matter of tact, I have 
seen the criti ci sm 1n English p&pers t ha t why 
don ' t the hnglish people tell their peopl e as much 
as they do here . I t i s tne other way around . 

You possibl y have the pr oblem of making i t clear 
a new to Cocnr un &s to way on certain aspec t s of 
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this thing public knowledge i~ essenti al . 

Then I think - I don't know, I can ' t tell from 
Cochran ' s report to what extent he carried through 
the discussion on tne points the Belgians had in 
mind , which, cs far as t hey 6rise from Governor 
Franck ' s summary, are : 

First, they are finished with the stabilizeticn 
fund , which - I suppose we can imply that in itself 
is no obstacle . 

Secondly, th~t they do not desire to take any 
action •lhich might conceivably give the impression 
to the public of instability of the belea - th6t it 
is the least bit in question . I should think it 
wo~d be very easy to inJic&te to him that an 
arr&ngement between the two governments on the 
reciprocal exchange of gold would in no way give 
that impre~sion . I mean it i s perverse to hold 
the idea that 1t might . 

And thirdly, that the govlolrnment is seeking to 
contravene the laws and prac1.1ces 'Nhich fix the 
relt tions between the government t.nd Central Bank . 
~ell, that means that either under their laws the 
government bas the authori ty to see that this 
arrangemeut with the tmerican Treasury is cerried 
out, or it hasn 1 t . If it has, it can s ay so, and 
it says it without contravening any laws t.nd 
practices ; and if it hasn ' t, we don ' t want the 
agreement . I mean that is about the thing . 

And those things , I think, are some of the things 
that might be spelled out to assist Cochran . 

That ' s ';IIlla t I think . 

He might be genuinely confused . 

I have an impression - this day ' s discussion we 
had ln there i n watching H - .ve kept slipping 
back into thi s confusion that I am talking about 
a little bit ago, and I have the impression that 
Cochran, 1vhatevP.r else may be wrong with him, is 
a victim of that confusion, and I ' d l i ke now Just 
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to s t op a nd clar ify my own mind by asking you. 
There ' s two separate things . 

I understand that your position is that in 
negot iations a nd in t he process of setting up 
this arrangement, you want to do business with 
the Belgibn Government as princi pal . 

That Is t'ight . 

Now tha t ' s clear . 

Now, it 1 s been set up th~ t. way and we move forward 
ten days , two weeks , and now, in those day t o day 
operhtions two weeks from now, is it your position 
thht you ~ant t o do business with the Belgi an 
Government as principal? 

I don' t get the question . 

After the thing is set up and you ' re oper~ting -
of course, you ' d be operating through a f i scal 
agent over there and over here - but do you, as 
Secretary of the Treasury , in buying and selling 
gold, want to be buying and selling to and from 
the Belgian Government as the principal? 

No . By that time we ' d be doine busine~s with the 
Bank of Belgium. 

·::en, they Rill be tl'!.e flscal agent, just as 
Harrison' s benk i s your fi scal egent . Now, Har­
rison is buying and selling your gold ; you are the 
principal and he is the agent. 

But the things aren ' t compurable . 

But t ney s ay the -

The gold belongs to the Bank of Belgium and not the 
Government . 

But tne law is over there - by simply walking across 
the stree t a nd having the King sign an executive 
order the Secretary of the Treasury can be euthorized 
to buy ond sell gold , just as you are doing through 
Harrison . 
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But he hasn' t got any gold in Belgium . The 
gold doesn't belong to the Treasury . 

But you can acquire the gold, just in the same 
way t hEt you did . 

But they won ' t go through those moti ons . I mean 
the title t o the gold, as I get it, belongs to 
the Bank of Belgium a nd does not belong to t he 
Treasury . 

Until they buy it . 

But I wouldn ' t make - be so bold as to suggest 
to t heo that, in order to do business with us , 
the Government of Belgium t&ke ove r their gold . 

I can answer your question this way . i'lh.at I a m 
trying to do is to make a pa ttern which will fit 
the Belgian sitU£ tion and at the same time fit 
ours . Now, wnnt I want is an arrangement t hrough 
our State Deportment and their Por eign Office to 
their TreiJSury in which we enter &n e greement as 
to bow and when, under wh1t cirrumst ances , we will 
exchange gold . I want it a formal agreement 
between governments . 

!io11, in our case I design&te the Federal Reserve 
of New Yor« to act as my &gent . In their case the 
government will say, "lOot only is t he Bank of 
Belgium our f iscal agent but tney actually have 
in possession the gold ," so that the transections 
between the Treasury or the Uni ted St ates, their 
fiscal agent, wil l be with the Bank of Belgium . 
But - which is all right and thc•t is wha t I want 
known publicly . hnd that is what I want known . 

But if we decide any day that we don ' t want to 
cont inue with it, Ne W1ll notify the Belgian 
Government and break rel&tions on this thing ~ith 
the Belgian Government and not with the Bank of 
Belgium . 

Now, that is the way I s ee it . I mean I ~uld 
call up the State Depar tment and say , "Pl ease pre­
par e a cable for me notifying the Belgi a n Government 
that as of tonight .ve have disconti nued this 
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arrangement ." l<ow, isn ' t that about the thing? 

Now, as to the publicity - at what point we will 
sell gold or now we will sell gold, anything 
else - that won ' t be any more made public than 
will our arrangements with Eoeland or France , 
DUt the fact that we have an arrangement with the 
government - I want to have that kno;m publicly 
and I •won• t enter into aeything unless we do . 

Now, what do you think about my position (to 
Feis)? 

Only in agreement . I would strengthen its logic 
by recalling that right after our simultareovs 
declaration - the next day the Belgian Cbarg~ 
was in here with a statement from his government, 
if you remember, supporting the same princi ples 
end going in the same direction. W"nat we are doing 
now could be presented as just the logical develop­
ment of that move. 

As to whether we want i t to go through the State 
Department, that is a matter for your determination . 

hut I meant this . After all, ~e ' ve got a pattern 
and I .vant to s tic:it to it. I do not and will not 
do business as Secretary of the Treasury Nith the 
Bank of Belgium . 

You 're right. 

That's the re&son I want Lo ask you another ques­
tion . l think there is an ambiguity in it still 
and I ' d like to point it out an.d be sure about it. 
In your dealings with the other countries, France 
and Engl&nd, aQY transaction that Archie enters 
is a contract between two sovereigns and they are 
the parties to the contract. 

flow, as you just outlined it, if tend ays froa~ 
now we entered into a transaction in the Bel~ian 
case, one party to tha t contract would be the 
United States Government and the other party to 
the contract would be a priv~ tely o~med bank 
operated for profit in Belgium . 

t . !.( . Jr : No . 

50 

Regraded Unclassified 



Oliphant: 

11 . :.! . Jr : 

Oliphant : 

Upham: 

Haas : 

~·eis : 

011phent : 

Feis : 

Olipnant : 

- 11 -

Well , the way you state 1t that ' s true . 

Well , no; that is , the way I stated it our con­
t r act i s with, our arrangements ar e with the 
Belgi an Bank, and when i t comes to breaking 
the contract you notify the B~:lgian Covern~:~ent . 

t;ow, if the Belgi an Government consi ders i t 
wise to designate a nd give the necessary a~thor­
ity to carry out this transaction i n its behalf 
to the Bank of Belgium, I s ay tha t is Belgium ' s 
business . 

And now you are saying that from - in the day 
t o day transacti ons you want the Belgian Govern­
ment as the principal . 

Guaranteed . 

Guar anteed . 

~r . Secretary , may I say as f ar as I have been 
able to understand Herman Oliphant ' s reason, I 
think the two statements you made appear to be 
somewhat i n contradiction. The di s tinction that 
I t hought might be crea ted is a nother distinction . 
The responsibility for the arrangement would lie 
between the two governments . Legal questions sur­
r ounding any particula r transacti~n might run to 
the Ba~ of Belgi~ as an entity r ather than -

As principal. 

- than to the Government of Belgium . Tl~t would 
have been the set- up according to your f irst summary 
as ! under s t ood it . The t erms of t his agreement 
between the two governments would be deci ded by the 
t wo governments, would be a government al undertaking . 
The termination of the agreement would be something 
to be decided between the two governments . But, 
because a pparently of the n&ture of the r el&tion­
ship between the Bank of Belgium and the Belgian 
Government, the legal r esponsibility on specific 
transacti ons would run towards tha t other entity, 
unless there was a change in their laws or stetutes 
or regulotions . Isn ' t that -

That is - that is, t hat the day to day contracts 
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entered into would be contracts between the 
United States Government, on the one hand, and 
the privately oAned Central Bank on the other ; 
so thnt, for example, if something went wrong 
in a particular contract (I have to think of 
this as a lawyer) - a ship is sunk or somebody 
forgot to effectuate insurance, or something 
of that sort - I won't take time to work out 
what would be a practical case, but some such 
cases can arise; that i~ what happens always and 
l ikely to happen now, - and that thing had to go 
to arbi tration, the par~ies to that would not be 
the Belgian Government and the United Stutes 
Government, but it would be the United Stat es 
Government and the Central Bank of Belgium, under 
the arrangement as you just outlined it (to Feis) , 
unless you say that the principal in the day to 
day transactions, as well as the principal in 
setting up the arrangement, is to be the Bel~ian 
Government . 

Now , may I make a suggestion about this . What I 
suggest is this : Let ' s set it up both ways , 
because e vidently there ' s two ways that this thiug 
can be set up from a legal standpoint . 

Isn ' t there a third? · 

Is there? 

I thought of this one - that the principal might 
be the Bank of France and the United States . 

Bank of F'rance? 

I mean the Bank of Belg.i.um and the Uhi ted States 
Government . But, as the Uinister of Finance over 
there said , he would guarantee that . That makes 
it just like you have a note, with the BaP~ of 
Belgium g w.ranteed by the government . They endorse 
the note . If he can do that legally and if you 
can make it public if you wanted to , you see, that 
makes a third way . 

Well , I think the thing to do i s to draw it up. 
If there are three ways, let ' s draw it up three 
ways and have them all, and then decide which is 
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of the - first, our own advantage , and then 
which looks best from both sides - huh? -
and would it be workable from the Belgi an side, 
could they uo it . 

I ' d like to make a suggestion, partl y to clear 
my own mind . It seems t o me that what the 
Belgians are tryi ng to say through Cochran is 
that t hey have returned to the gold standard 
pretty much without ch!lnge from the way they had 
it before, and tb.at means t o them that the Bank 
of Belgiwn gives up gold, not only to us but to 
other countries , at a f ixed price, a nd buys gold 
at a fixed price, and they are Lsking us whether 
that is acceptable to us . And ,ye are suggesting 
that the authority is insufficient . They feel 
it is an internsl question with them; they feel 
that is t he way they want to operate the gold 
standar d . 

Now, i f there is any guarantee of gold - i t ' s 
like the question 1ve 1ve-re debating prior to 
1 J2- 1 JJ whether we should have guaranteed depos­
its, deposits guaranteed in gold, and our old 
answer used to be "We are on the gold standard 
and that ' s the guarantee . " That' s our conception 
of a guarantee, and the Belgians are replying 
in the same way . They say that any guarantee 
by the government, whether public or secr et, would 
be unnecessary in t heir view, and it would lead t he 
public to feel that there must be something t he 
matter with the Bank of Belgium and i t would be 
impossible to expl ain that, the Belgian tradition 
being what it i s - i mpossible to explain that to 
them . 

So they are offering us t he gold standard as it 
was and as it is, and asking us if we can f it that 
into our pattern . 

!low, I should t hink we can fit 1t in 1! we would 
be content Ni t n an exchange of views by diplomatic 
correspondence in which t uey express sufficient 
understanding . !low, they have already shown their 
a ccord with the statement or September 25 and 
their desire to enter into reciprocal gold dealings , 
do you see? - then adding that Belgium has returned 
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to the gold standard and is willing to give up 
gold and buy and sell gold at a fixed price . 
And the only publicity th~t would be involved 
would be, perhaps, none on their side, since 
they feel that they have covered it all by 
returning to toe gold standard and no special 
&rrang~:.:ent with snybody is necessary, and on 
our siae the statement' that Ne are now undertaking 
to sell gold to Belgium and buy gold from Belgium 
and a modification of our sta t ement of October 13 
to include "end fiscal agencies" - and something 
like that, showing that this involves this much 
modifies tion of our statement. '·nd no further 
publicity woula be necessary except the simple 
announcement that we were dealing with Belgium 
and that one change in the formal statement. 
And the governmental &greement would be, whether 
they b~ndled it through the Treasury or otherwise -
would be an excnange of views on the statement of 
September ~5, that they were in accord with it and 
wanted to adhere to it; that would be the n&ture 
of the agreement . 

I think I see t heir point of view that in making 
an arrangement for reciprocal gold dealings they 
don ' t see what t hey can do; they are on the gold 
standard as they have always conceived it; they 
simply returned to that. 

Then they are the only country in the world on 
such a standard . 

That ' s all right ; I think I can mbke it cle&r . 

That ' s true, ond the question is whether we feel 
that ~e ought to change their whole conception of 
it to fit into our pattern or whether we can take 
their pattern and fit it tnto ours, the difference 
being th~t over here we would have to have this 
diplom•tic understanding that we were all in 
accord on the Septe~ber 25 statement and that •e 
would have to announce to our public that we were 
dealint with Belgium in gotd, and then change, 
insert a couple of words in the Oc tober 13 state­
ment , see? - "and fiscal agencies ." 

To match the pattern that they are putting up to 

54 

Regraded Unclassified 



Vlilli~< ms : 

H. ·• . Jr : 

Golden­
weiser : 

- 15 -

you a nd asking you to fit into your pattern -
to match it perfectly , what you would do, you 
would sell the Federal Reserve Bank of New York 
b supply of gold and then you would license the 
Federal Reserve Bank of !lew York to sell its 
gold to the :entral Bank of Belgium, and transfer 
the oper ati ons f rom this r oom up into Kew York. 
That is in substance wh<t they a re putting up to 
you. 

I agree with you except that it seems to me a 
matter of your choosing whether you will deal 
.,,i t h the Central Bank; tha t is clearly involved, 
in my conception of it - that the general arrbnee­
ment is Nith t he Belgian Government but the gold 
dealings are between you as princ i pal and the Bank 
of Belgi~~ as principal . 

Now, if you dissent from thbt I don ' t see how you 
can deal Nith Belgi um at all, ~less they will 
consent to chBnge their arrangements from the gro~d 

up and to make over their whole sys tem. Now, if 
you don't want to do t h£ t and wa nt t o deal with 
Belgium on tneir terms - but under your decl ar a­
tion of September 25 I t hink it could be done . 
It siwply depends on ~:hcther you are ');'1lling to 
dea l wi t h a foreign centra l bnnk . 

dave you got any i deas (to Goldenweiser)? 

I don 't -<DOIJ thBt I have anything new to add t o 
Nhat ' s been said; I 1 ve been t hinking about it. 
The ~uestion is simply one of buying and selling 
gold, is it not, Mr . Secretary, a nd buying and 
selling gold which on t heir side is a t a f ixed 
price . I can see no r eason why - myself - why 
you couldn't agree with that Central Bank of 
Belgium to buy ~nd sell gold with them - a 
r eciprocal gold trea ty and agreement - so long 
as you obtain a very clcarcut a rrangement with 
the Treasury about ~aking the ar rangements, and 
that you cancel it t hrough the government . To 
have the government as a principal is, as Ur . 
Will t Ams said - is apparently an impossib111 ty 
~der the Belgian set-up. Vlhether the government 
could guarantee it or not ~der their set-up, I 
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don't know for sure . 

But - pardon me - they have offered, the govern­
ment has offer ed t o guarantee 1~, but tha t i s 
what tney went to keep secret . Yes , they can 
or-.rer to - they can guarantee, but they don' t 
want t o make it public . 

I ' d like to explore the reasons for that secrecy. 

But t hey have offered t o guarantee it, but they 
want t o keep it secret . 

Thht is - it seems t o me - the way it looks to 
me, .!r . Secretary, is tht' t your decision r ests 
on ~hether or not you are willing to deal with 
~hem without a guar antee, because it is clear 
to me tha t you don ' t nant to accept tneir 8UL•r­
antee unless you can make lt public . They don't 
want to make i t public and I should think thot 
that would be decisive; I mean you ' d accept it 
tha t t hey don ' t want to mRke it public . Your 
question is whether or not you are willin~ to 
deal Nith t hem ;'/lthout a guarantee . That s 
about the way it sizes up . 

7>ell, I don 't 1u1te get that . I mean I agr ee 
with you that the interpretation we are giVing 
of it should - t hey are willing to give a 
guarant ee, but -

As I get it, what they are not willing to do i s 
to make thut guar antee public . 

Exactl y . 

~:ell , you mi ght explor e that further, I suppose -
whether t hey are willing to make it public . 

Supposing I s ai d to them - I put in a cell 
early t his morning for ~ocnran <t 12 o ' clock, 
t o ask him ~hether they ob ject to making public 
the fact tha t the Belgia n Government i s guarantee­
ing the Bank of Belgium - whether that is what 
they ob jec t to or whether they ob j ec t to the daily 
·Rorking of the fund. Now, wA went all through that 
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with England and everything else . 

If they are willing to make their guarantee 
public, th~n it is acceptable to you, is i t 
not? 

Well, then I 1d have to satisfy the legal. But 
from my standpoint, unless there is something 
legally, that would go a long wny toward wha t 
.ve want - making public thnt the Belgi an Govern­
ment ls accepting this t hing . 

That is, you are willine to hnve day to d ay 
oper a tions over there in the hands of the Central 
Bank crowd, as opposed to being in the hands of 
the Treasury cro~d? 

"ell, I can ' t- tha t is, their set-up - I can ' t 
tell Belgium how to run t heir business . 

I don't think it is ~uite thb t way for this 
reason - they are coming to you and asking you 
to do something . Now, you ' re not trying to tell 
them what to do . 

But Herman, I've thought this through and have 
folloNed these things long enough; I mean I've 
been through it ·•ith 11exico, went through 1t with 
China . bach time each person - they 've all got 
their own systems . The way I feel is that, from 
our standpoint - I •m not going to say this to 
Cochran - but that if the Belgian Government would 
make a note public which would come through the 
regular channels - what Cochran omits to say is 
that this note originally was written to him a nd 
not to me . But I think that, from our standpoint, 
th£t we are doing business with the Belgian Govern­
ment, because it would have been the Belgian Govern­
ment tb& t makes the note public . :low 1 if the 
Belgian Government wished to let the gold remain 
with the Bank of Belgium and let the Bank of Belgium 
do the day to day oper ati ons , I say thEt is their 
business . 

Do the day to day operations as fiscal agent or as 
principal? 
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I don ' t think - that, to me , is unimportant . I 
don ' t care . 

Di d they make it perfectly clear that you a re 
dealing with -

I don't care . 

It seems to me that it really comes down to do 
you want their guarantee or do you simply want 
t he Belgi an Government to make it clear -

Well , the Belgian Government has offered their 
guarantee of the Bank of Belgium . 

0 ut only provided the guarantee is kept secret. 
clow, that is unacceptable; that is perfectly 
clear . 

Yes, and I think ever)•body is in accord in this 
room, aren 't they, that if we ar e doing business 
and the Belgi an Government guarantees the Bank, 
that that guarantee should be made publi c . 

I agree with that absolutely . 

I Rould like the .,uestion rai sed for considera­
tion as to the Risdom of the guarantee, -

That ' s the point I would liKe to -

- whether public or secret, because i t seems it is 
not at all in accord with the Belgian idea . I 
can picture them over there , feeling that tney 
have uone evet•ything , they have gone all out -
beck on the gold s t andard according to t heir 
i deas , and tht t means t hat the Bank of Belgium 
buys and sells gold , has t itle to the gold; 
that is their arrangement . 

Now, i f we ask for 
is unaccept able to 
of their pattern . 
our purposes . 

a guarantee we a re saying •This 
us" and tha t implies a criticism 
We don ' t like their pattern for 

Jus t a minute . 14ay I answer t hat ques t ion? 
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Now, I ' m not a lawyer , but I can think of a 
lot of t hings . Let ' s say th~t Ne buy a 
million dollars worth of col d f rom the Bank 
of Belgi~~ , and they nave an upset in Belgium, 
and the Belgian King sends troops t o take over 
the r a i lroads . See? Which i s perfectly pos­
sible . He takes over the r ailroads, and we 
say, •we bought this million dollars worta of 
gold from the Bank of Belgi um and we ' d like i t 
to c ome through the port . • The Belgi a n Govern­
ment shrugs their sho~ders and says , •We have 
no control over that ; we are terribly sorry ." 

But we say, "But wait a minute . We have the 
g~rantee of the Government of Belgium t ha t thi s 
thing must come through. " And then t he King says, 
"Well, we 111 put an extra company of t roops on 
and see thbt it does go through . " 

There ' s all the d i fference in the world . !low 
when t his ques tion comes 1 they are willing t.o 
give us gold in advance and see that their trucks 
and soldiers s&w that it got to the port . 

Now, wi th conditi ons as they are, to enter i nto 
an agr eement - why, there ' o no difference as far 
as I can see, doing business with the BanK of 
Belgium anu Ni ta - I don ' t k~ow the names of 
their o ther private banks . But I want to ~no~ 
that when I buy gold that the Belgi an Government 
is saying to me, •Ur . Secretary , you can have it 
and it is up to ~ to see tha t you get it . n 

You don ' t know how the Belgian public, for instance, 
feels toward the Bank of Belgium . They may have 
a Father Coughlin over there . 

I think ·•e •re trying t o make oil and water mix 
and I think they won' t mix. 

(On phone) Hel lo . 

I ' ll call you back in a second . 

Well , I agree , of co~se, that there is that 
risk . You might l ose -
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Well, I mean I Just think of that as an example. 
Or ~ mean there m~ght suddenly a lot of gold go 
out and - - (On ph~ne) Mr. Cochran. Bello, 
Mr . Cochran . 

(Following is the record of the 
telephone conversation bet11een 
the Secretary end Mr . Cochran:) 

so 
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The only observati on I 1 ve got to make is that 
I ' m not, despite the fact that Cochran reaffirmed 
that ~e didn't think the Belgi an Government would 
want to be publicly associated with this 
government in any way in this move - I am not 
convinced t hat that 1s so . 

He didn't r eaffirm . He said just the opposite . 
He said t hat they would be willing to . The l as t 
time , when t he question was clarifi ed, he sai d , 
nor course . " 

. 
'lell , I d.idn ' t get that . 

It ' s perfectly clear t ha t ne 1 s confused . 

As soon a s it is finished , send over to Dr . Feis 
the copy, which will be marked for Secretary 
riull and Dr . Feis only . See? (To Mrs . Klotz) 
Extra confidential for Secretary Hull and Dr . 
Fe is . ','/hat 1 s the name of the man over in your 
office? 

That ' s e l l right . He 1ll see it . 

Now, let me just - May I suggest what you do i s 
this, because I run down nill these days pr etty 
fas t . Can you people try to get together - i n 
view of this conversation, in view of this cable, 
and try to put something down f or me? Don 1 t you 
think so? And I'd like to have, - I know t he 
way Oliphant does it; I know *hat is motivati ng 
him . I don ' t kno~ whether he ' s r ight or wrong . 
But I ' d like to have this put do*n in the for m 
of two or three alternative drafts . Then come 
in here at t hree o ' clock and let ' s do it. I f 
I ' m not s1~e, I ' ll take it home and di gest i t 
and we 'll do it again. But I' d like to have 
two or t hree alt ernhtive drafts on t his. Is 
t hat possible? 

~r . Secret ary, may I suggest that I think it 
would be usef ul if you would gi ve us more time 
tilan t hre£1 o 1 clo-:k . 

• ould you like to let i t go over to t omorrow? 

• 
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For ~ part, yes - for my part . 

Can you stay over tomorro•11 (to Williams)? 

I have classes tomorrow. 

I 1d hope to complete it this afternoon. 

I 1ll be available at three and if you can' t 
do it at three we can meet again tomorrow 
morning at ten, huh? 1'/ha t•s the matter (to 
Lochhead)? 

r ~ertainly feel that ~e have to get down -
we: re trying to give instructions to Cochran 
and there is difference of opinion right here . 
As soon as we can -

Now, Dr . nilliams has some thing definite and 
he can give us his draft. When does your train 
leave? Eight o ' clock? 

Nine . 

Nine. 

Is your boss in to1m (to Fe is)? No speeches? 

He won 't be in town unl~ss he ' s got one . 

I mean are you free to do this? 

Yes, I'd like to and I don't think that the dif­
ferences are very great in this group myself . 

I don ' t really think they are either . 
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Thursday 
October 29, 1936 
11: 56 a .m. 

I haven' t had his voice yet, I'll call you back 
in a second . 

Thank you . 

All right . 

Hello 

l&r . Cochran 

:.:r . lolorgenthau 

Bello, Cochran? 

Yes 

"e have your cable number 1061. 

Yes 

Now, let me clear up one point . 

All right . 

This question about giving this note publicity 

Yes 

See whether we understand each o ther . We feel 
here t hat the fact th~ t we have entered into an 
arror~ ement with the Belgian ~overnment - that 
is what we want to give publi city to; not the 
day to day oper a tions . 

Yes 

Now, do they understand that? Or is 1t the 
fact that they object to any publicity if there ' s 
any arrangement between the Belgian Government 
a nd our Government? 

1ney ob j ect to the i dea of there being any 
necessity for a note to supplement that original 
declar ati on • 
• lelt, then - "'ell, then, they object to any publicity 
that the Belgian Government is guaranteeing that the 
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Bank of Fr ance will ca rry out their contract? 
The Bank of Belgium I mean . Is that r i ght? 

That - that's the i dea . 

64 

Yes . I~ ell of course the t 1 s a fundame ntal differ ence 
that I don ' t think - I don' t know that we can get 
together on . 

You see I tried to make the point that gold is not 
the gold of t he government but of t he Bank of France . 

Yes , well we got t hat all right . Now let me ask 
you another thing . From what source d i d you get 
the remark that I was more interested in publi city 
than I was in making t he fund work? 

Well you .mow I 1 m alwt.ys very frank 1lr . Se::retary . 

Yes . 

I di dn ' t aim at any personal r eflection at all . 
What they do think is you ' re giving too much pub­
licity t o all this . 

Well who is "they•? 

IVell I mean I beard it from banks; I heard it from 
two or three people at Basel and yesterday in Belgium 
t hey sai d , "well we hove so many declar ations by 
Treasury, Central Bank people and so on we ' d rather 
not put quite so much in Tripp ." 

Well I mean this is all Central Back people? 

',Yell yes it was . I ' ll have to check of course . 

I mean i t was Central Bank people? 

Well the French ?.linis t er of Finance a t one time and 
rather good-naturedly don' t think ther e ' s any bit­
terness about i t . The Minister did . 1hey jus t 
smiled a 11 ttle bit. and probably d eoi ded here we 
make everything public . 

~lell of course we happen t o have a d.,m..,cracy over here 
end we have newspapers tha t can print anything that 
they want and we don ' t have dictatorship. 

Yes that is right. 
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And we don't have controlled press and there ' s 
quite a different s i tuation over here then there 
is abroad . I like to get criticism but I 
think it ' s very unfortunate that you put it in 
a cable . 

I'm sorry if that was the wrong thing to do . 

'.'.'ell I don ' t see wh6t was to be gained . I mean 
if you ha ve some criticism end was to write me a 
personal letter I 1d be glad to get it but to put 
it in a cable like that I uon ' t think shows very 
good Judgment . 

llel l I'm sorry . 

bnd it's d i fficult enough to do these th1ngs here 
end some of the Central Banks naturally don ' t like 
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to see the Tr easury doing this thing that they ' ve 
been d oing for years themselves a nd the Central Banks 
have had five years now to try to get together on 
st abilization and they haven' t done it and as far as 
the publicity goes - the publicity that I give here 
i s the publicity that I think the American public is 
enti tled to . 

What? 

I s ay the publicity that I give here is the publicity 
that I believe t he A~erican public is enti tled to. 

I see . 

As a matter of fact , I ' ve seen in the Engli sh news­
papers the s tatement that H the English would give 
their public a little bit more publicity they might 
be bett.er satlsfied . 

It just happens to be the difference in 

The difference 1n what? 

In practice . Over here they do not . 

\'/ell - ah 

I f it ' s set up you·get the public sore. 
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Well also over here - I mean- well anyway - i t ' s 
an ent i r ely di ffer ent practice and we've got an 
entirely different for m of government over here . 

Surely. 
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~ell now Just a minute . (Pause - short conversation 
in Secret ary ' s office) 

Bello . 

Hello . 

Dr . Fei s wants me to ask you this question. 

Yes . 

(Pause) 

I s it your understanding that the Belgi an govern­
ment would not wish to be associ ated publicly with 
the United States in a ny such arrangement - in this 
particular arrangement? 

I - I didn' t get part of the sentence . 

1 111 repea t i t again. 

Ul right. 

Wbat Dr . Feis wants to kno* is this . Is it your 
understanding that the Belgian government does not 
wish t o be associated with the United States gover n­
ment publicly ln this arrangement? 

I couldn't say that but what they do not ~ant to do 
is to have some arrangements announced and some 
letter disclosed wh1ch might be i nterpreted as 
involving 1n a statement that such are the r i ghts 
of the Central Bank . 

I see. Now would you mind repeating that please . 

But what they do not want is the disclosure of this 
letter which we - which was draf ted - a public 
declaration . (Rumbling noise) 
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I'm sorry Cochran, we have static . You'll have 
to say it again. 

I say , the Belgians - the Belgians do not want 
any document, such a s thHt letter, or anything 
else revea led or disclosed which might lead to 
the belief or give the information that the 
Government of Belgium was in any way interfering 
dth the prerogative of the Nationa l Bank of 
Belgium . 

Yes - 'lfell, tha t ltll!kes the point - and that ' s the 
fundamental difference and I don't know that we ' re 
going to be able to j~~p over it or not . 

Uf course, the ~inister or Fi nance, a s you know, 
s igned the original document 

1:h6 t ? 

- as an explanation and so on . 

I KnOH 1 but - -

- when t hey designed this supplement al letter . 

Wen, t he point is this, thll t the reason, if I 
muy say so, t ha t t he American public has got 
confi dence in wha t we ' re doing here, tha t I 
hLve told tnem each time t hrt He have no agree­
cent, no secret agreecents , .o h idden agreecents 
a n1 no s i de agreements . 

Yes 

And t hey believed me . 

So of course t h&t- thr t Swiss declarati on, as 
I pointed out, is not t o be made public either . 

Oh - well, now, jus t a moment . As to the 
St abilization Fund workings - a s to the pri ce 
of the gold; we have no intention of making 
that public a ny more tb&n ••e ha ve our arrange­
ment Gith England or France ; we haven 't told 
anybody how much we do each day or on what 
basis «e do it . 

That's just it . They had the 
funds were opera ting secretly . 

that these 
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'Nell, they are . 

(Connection goes bad) 

Bello? 

- we're satisfied with the statement 
make that i f they agree to 
a1mounc1ng publicly that to consider 
that would be enough . 

which they 
for 

them eligible, 

Well, but but we 1 ve got to announce with whom 
we ' re doing business. 

Well, let ae put up one other question, because 
I telephoned Bachmann this afternoon -

Yes 

- to see how he had gotten along ~ith this Swiss 
a rrangement since it was to have been finished 
the tNenty-seventh, you ltnow? 

Yes 

And I talked with him a t three-fifteen. 

Yes 

And he said that their bank had altered the 
declaration slightly. 

Yes 

But is sending me the copy today; I should have 
i t in the morning. 

Yes 

But the main quarter, the Federal Council or 
Switzerland, will olso pass on this matter and 
~hen he ' ll phone me around noon as to whether it 
i a completely approved by the two But in 
his revision of the declaration they said it 
was principally that ttUtt edi torial had the view-
point to reserve the certain on 
twenty-four hours notice as we di d. 

Yes 

bello? 
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Hello I don't hear very welt . 

I say, he i s going to put in a t wenty-four hour 
cl~use like we have . 

Yes 

And then ~~der point four of his declaration be 
is going t o make it plain thAt the Swiss currency -
their exchange r ates - be hel d here by the gold 
of the equeli?.ation account or by gold of the 
Nat i onal Bank of Swi tzerland 

Yes 

itself . He sai d he thi nks the la t ter would be 
the ct.se, th10t is , the Bank or Switzerland gold 
being 

Cochran - 11e 

- ization fund 

Cochran, we h~ve a bad connecti on . 

Yes 

Lnd , inasmuch as you ' re only going to get this to­
morro• I think you might send ~e c cable telling 
me about your conversation with Bachmann, see? 

Yes 

And r •ve got a bad connection here and I can' t hear 
it, but let me just - can you hear me? 

Yes, I can hear very .. ell. 

Well , I he~r you very poorly. 

Yes 

Now, whf.t I want to say is, for instance, in the 
case of Switzerland , if we came to an agreement 
as to the price of gold and a ll that 

Yes 

Of course I wouldn't make that public. ~ut, as to 
the f act tha t the Swiss Council had entered into 
an agreemen t as the principal of the Swiss Govern-
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mont I certainly would want to make an announce­
ment as to whom I NuS doing business with. 

Oh, that 's all rieht, I'm sure . 

.Vell, that 1 s all that we have ln mind here. 

Yes, and on that Belgian business , I don ' t think 
there ' ll be any ob jection to the stati ng that 
you had a statement from the Minister of Finance 
and the Governor of the Belgian Bank . 

ilell, that - tnat ' s Hhat we ' re arguing about. 

I see . 

And we want and when ,,e do business with 
Switzerland we wish to say thFt we have an agree­
ment with the Swiss Government and the Swiss 
Council and the various agencies have passed on 
it . u'ha t that agreement. is or how we do i t , or 
a t wha t point gold moves, we have no intention 
or announcing that . 

I see . 

After all, we made our agreement with China six 
months ago and nobody s till knows what that agree­
ment i s . 
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Oh, that - that ' s in my mind too, and your ~exican 
agree"lent the same way . 

'Hell, of course, and as far a s a record of being 
able to keep a thin& secret, nobody bas e better 
re~ord than the Tre&sury has , because there has 
never been a leak from here . 

No, I understand that. 

But, as t o - but as to with whom we ' re doing business, 
ve 've got to tell our American publ ic who you ' re 
doing business with. Are you doing business with o 
private bank or are you doing business wi t h a govern-
ment . 

Yes 
And that's the point that I'm tr7ing to establish. 

Yes 
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Now, you might be interested to know that in the 
room here, besides the Treasury people, we have 
people from the Federal Reserve Board here, the 
Stat e De partment, and the Federal Reserve Bank in 
!lew York . 

No, I know 1t 

And so we ' ve got everybody that when we do move 
here we •re moving in compl Pte accord and I have 
the backing of all the agencies involved. 

Yes 

And I haven ' t made a single move that everybody 
hasn ' t been unanimous . And 'lie move very care fully 
here . 

Well , the people over here Nant - they 
don • t want anything to c orne out which would give 
the impression that they are going to set up a new 
stubil1zati on fund or thPt it ' s necessary for the 
action of t his speci al bank to be supervi sed en­
t irely by the Council . 

Yes , well , now Hhat Ne •ll uo ei ther today or to­
morrow, but surely by tomorrow, we ~~11 get off 
a carefully drafted cable in which we wi ll explain 
to you our exact posi tion as to how we can do 
busi ness with Belgium . 

How you what? 

On Nhst basi s we can do business with Belgi um. 
I say, not later than Fr i day nieht we ' ll eet off 
a c;,ble . 

All right . 

But, I ' m going to ask 

I'll cabl e you tomorrow the revision in the Swiss -

That's r i ght . 

- declaration . 

Yes 
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And one other t hing , - Doctor Tri pp telephoned 
me this afternoon 

Yes 

- the President of the Bank of the Netherlands . 

Yes 

ae sai d that he had not let us hear from him, 
because ot f irst s ight he d id not see the practical 
benefit of this arr angement . 

Yes 

He said he ' s "a it1ng to see :vhet mi eht develop . 
He said he nlld heard thE.t the Amel' icans didn ' t 
understand why he hadn' t come fol'ward -

Yes 

I sa id there has been no curiosity on our part, 
that we had gone ahead with the t wo which bad 
come forward , the Swiss and the Bel gi ans . And be 
sai d be would like to t alk this thing over with 
me . 

Yes 

if I could spe~k 1n the affirmative and he 
sai d that he had procured the approval of ColiJn, 
the Prime Minister, to his telephoning me . 

Right 

- to 4uote him tha t I would be talking w itb you 
this eveni ng 

Yes 

- and would let hi m know about getting together. 
He sai d that he could either ~eet at Basel on 
tlovember 8th when I go thel'e -

Yes 

- or if I came up we could meet in Amsterdam. 

Yes 
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Hello? 

Yes, I hear you. 

I told him that the latter, going to ~msterdam, 
might be preferable since He must di scuss the 
ma tter with Government officials . 

Yes 

- especially the Treasury , 

Yes 

And he told me to l e t him know if you wanted me 
to go up or not . 

?fell now, just a minute and let me ask Dr . Feis 
wh~t he thinks, just a moment . 

All rieht . 

(Conversation in room) 

Hell.>? 

Yes 

.'lha t I would say is this , tho. t you appreci ate very 
much his telephoning you; that you a t present are 
more than fully occupied Nith some of the other 
countries . 

Yes 

That if you are free before the eighth you ' ll 
come up there ; otherwise you 1ll look forward t o 
seeing him a t Basel . 

Do nothing until I go to Basel? 

t:o, I don 1 t sa:1 that, but I me&n 1f we can get 
over this Belgian hurdle, you see, and the Swi ss 
hurdle, then you ' d be free to go up to Amsterdam. 

I see . 

Personally, I'd a little bit r ather have you go 
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to Amsterdam so you could see the - Mr . Colijn and 
the other people there, see? 

He sai d he ' ll t ake me to see Coli jn there . 

But I think •e ought to just - Ne•ve got about all 
we can digest right now. 
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Yes , yes - I mean you ' ve got those ~~sic points to settle . 

Yes , but I would to be tell him that we appre-
ciate it very much and we hope to get together with 
him but just now you•ve got about all you can handle 
for the moment . 

Al l right, fine , I'll call him in t he morning . 

Just a moment, please, just a moment . Hello 

Hello 

Herbert Feis agrees that if you talk to him you 
should t a lk t o him in tmsterdnm and not Bhsel . 

That I should talk in Amsterdam? 

Yes - s o I would tell them th~t when you are free, 
and the minute that you are fr ee you will come to 
Amsterdru:! . 

All right, fine. 

liow, Just a minute, I ,.,ant to make sure . 

All right . 

NoR, just let me say this in conclusion, after all, 
you ' re over there and you want to know what the 
pulse of your Ooverncent is, because you want to 
represent us to the best of your ability. Now, 
this is a new move 1n the monetary world and we're 
moving in the direction of doing business between 
Treasuries instead of between these Central banks . 

Yes 
And naturally the Central banks of the '"orld resent 
this thing. 

Yes 
And naturally they will try to undermine me as one 
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of t he prime movers in moving towa rds more, how 
shall I say, influence for Treasuries r a ther than 
Centr al banks, and I'm perfectly willing to leave 
my reputa tion and char acter in your hands to fee 
that in this - all of t hese things that I don t 
s uffer a s a representa tive of the United States 
Government, you see? 

l.es, surely . 

Now, do I make myself plain? 

Yes, absolutely 

All r ight . Now, you've done a fine job and I 1 !11 
sure you ' re going t o continue to represent us 

There are points tha t a re not clear now 

Pa rdon me? 

I say, t here are certain points tha t are not 
easily gotten over . 

And don't f orget also, the final worry, that 
our Stabilization Fund expires in January and I 
have to get that extended . 

Surely 

knd in order to do tha t I have to take our ?Ublic 
into our confidence to a certain nxtent . 

Surely 

But I'm more t han wi lling to leave my reputation 
abroad in your hends . 

I'll do the best I can, don't 

I ' m sure you will . 

All right, sir. 

Goodbye . 

Goodbye . 
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oloaar to tba lltuauoa, ba afab\ 11Ya 111 a plotun 11b1Cib •• poallbl;r 

nora IICIIll'a\e \ba wa 001114 obtalJI ot \bla 4111\aaoaa lD ~4011 \h17 

coaJ1den4 1t ., • ., 4111111'0111 to ... ...,. at tbla Uaa \o torea 4allYU'1 

u aobo4J a ew mat \ha nate of atta1ra ••• 111 8pa111. u a reault ell 

uturlJia forwll'\t -•net• wwo bel.q JNt 111 cold atonca, •• ha JN\ lt. 

! bb prooetue •• betlll r.uo ... 1a Lou._ baoaaa •••17 •• 1a 1 pod­

tloa to lllllN •~• 4ol.i'IWJ' 1a lladft4, puUIIIIlll'lT _., daH \bat 

city ••• pn.U.aall7 ~m~tott tn. \ba nn of \ba wod4 lll4 otlllld Mt M 

I'Mahad ei\bor bT -~·or 1at••· Be ba4 b...,. of tho laUoaal CltJ' 

Beuta ellla \be' \biJ' 001114 aaka dol.i'IWJ' of .U.U•• of ••••• •••I 
1JI IPila. hat aa ....... • ..... Ia '•1m Wa17, daM 

lan .,.,., w .... eel to 1 .a 4ol.i.,.,. .. .,, 111 111dplft .. , -••· 

lbara ,.,. .... of wUJtoaa be4 Mea INOI'ad 1a 1ae1do' OIH ... poHf.bl.T 

.. •• u ._ ..__. w-.. .,, ..... ) aan .... u.n. • .. 
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F£DIERAL. RCSERY£ BANK 

01' NCW YORK 

SUBJECT'-

•• 

04~--------------

Loadoa bales ftl'e IU:lwa \o n.U •• \o 1-' •n deepq laYOlY ... 

'lollld I plMae taae., IOod olftHa ad \allE •-e or \ be.._.. benJI 

ptrUCIIllarlT \be Ci\7 a.M. I \old Bol\oa tba\ I Wllld U, _,. ,..._ 

Be~- retured ,...,. OODt1da\1all7, ad tor., •• ~• 

onl7, to • repon .._, ••llbtDI•• •• ,...., •• aDD01ed wUb tbe Da\ab 

ror Dot U71J11 to 1n ~o \bo ... U'nlll•••• tbo faot ot ~e 

u tter wu, be N14, ._, \bo 0.\e o.,.aMa\1 tor poUUae.l ....... , 

CIOWd DOt -.e a\ ~· pn .. \ ... t. Bow - \ba\ .S.b\ ..... , he 

did Dot !mow. As tar •• \be 11'1Uib .... ooeeoned, \btr bad u4e a 

t•poral')" ad boo &na~••• to balp \be O.Mb to 1n nor the proa•t 

IZIIOertaillt7 tNt •\blai like a tla4( .. naat ba(hot 1t ....... 
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LI~S 

Seoretal'Y of State , 

.Yil9hin(lton . 

499 , October 29, 7 p . m, 

GRAY 

London 

Dated October 29, 1936 

Rec 1d 4:25 p . m. 

78 

Your letter of October 5 , 1936 . 

British Treas ury has arranged with Butterworth for 

first meet ing to take place early next week . Following 

awranary of recent discussion at Tuesday Club which he 

attended as a guest may be of 1nterco t: H. G, Henderson 

opened the discussion on the "financial and economic out­

l ook after the devaluation of tho sold bloc countries '' by 

expoundi~ the case tha t sterling would have a naturally 

wcalt tendency in terms of dollars due to (one) repatriation 

of ca?ital by e x-gold bloc countries , (two ) movement of 

British funds to \'/all Stree t , ( tbr.ee) effect of rearmament 

expenditure on British balance of 1)ayments . Keynes dis ­

agreed with He nderson 's vi'lw and took the line that America 

and EnGland wure in rnuch the same position as regards bal­

ance of payments; that while there n1ight be further Brit13h 

funds ,oving to ~all Street at tho same time there would 

be 
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LMS 2- No . 499, October 29, 7 p . n ., from London . 

be a tendency on the part of Swiss, Dutch , and perhaps 

French nationals to repatriate part of their American 

holdings; that in any case the present practical limits 

seemed t o be between, say $4 . 70 to $5. 00 and that it was 

impossible in the given circumstances to measure the 

future effect of the tug of forces sufficiently precisely 

to say, for example, 4 . 80 was too high or 4 . 90 too low . 

Given the large mnrgin of the French devaluation limits 

it might resolve itself into a question of what policy 

the French equalization fund \10uld ndopt; and Keynes for 

his part , while doubting that an enormous amount of money 

would now go to 'Vall Street (the institutional money hnd 

nlready GO ne and the American tax plus the British income 

tax made f ixed and preferr ed Ameri can investments not 

very attractive after important capital profits had been 

made ), urged action by the British Treasury to control or 

limit any large movement of private funds . 

N. F . Hall then suggested that his recent experience 

in the United States indicated that 4 . 86 was politically 

a minimUQ point for the pound irrespective of the factors; 

that if, f er example, the rate should go to 4 . 80 the 

American administration would be under sovere political 

pressure to act . 

Francis 

·rs 
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Francis Rodd expressed agreement with that view and 

said therefore one had two points of stability, (one) the 

fact that the American Treasury would sell gold at t35 per 

ounce, plus charges, (two) that Ameri~a could not accept 

a pound rate sub,tantiallf lower than 4 .86 while England 

could not accept one substantially higher; and certainly 

England was not prepared. to ma:n' use of the bank rate for 

an excban~e purpose . Therefore given the proper measure 

of cooperation between the thre·~ authori ~ies practical 

stabi lity should be abl e to be ttaintained at ascertainable 

levels ; 

80 

At this point Rueff , who ••as also a guest, said that 

althOUGh the word bad not been mentioned the tenor of the 

conversation was in terms of "overvalued" sterling . Tbh , 

be maintained in extenso, was impossible of ascertainment 

at this time; he fur~her quaried why the bank rate should 

not be used as a tomporary means of adaptation. As a 

permanent policy, he admit ted 1 t was useless and ha!1 proved, 
I 

for example, ineffective i n Franco; but as a temporarr 

expedient it sho~ld not be neglected as an effective weapon 

ot policy , 

There followed·a good deal of unenli ghtened diaeua• i on , 
about how the eqralization and stablilization tunda oou14 

or could not cooperate and both Hopkins and 1'/aley turpru,ed 

reiJ'et 
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regret that they coul d not take part . 

o. T . Falclc then suggested that there wer e other 

aspects to the problem in the commercial policy field and 

be then questioned Ruef f with a view to making him admit 

that the French quota and tariff reductions had been moti­

va ted solely by the cost of livi ng problem. Rueff at 

the s BDo tilne emphasized that it was o. gesture unilaterally 

made 17ithout compcnantion but with the hope that it would 

not be left alone in a cold world . 

Dudley ' ·ard, who had been in an obscure industrial 

continent when the monetary arrangement had been reached, 

asked what had caused the change of view and created the 

budding hope thnt the woul d would begin to grapple intel­

ligently with its problems , and he sugsested that it might 

be up to Great •.Britain to take advantage of its present 

favorable situation to gi ve a l ead. There fol lowed some 

discussion on the possi bility of r educing Bri t ish t ariff 

barr iers on such product s as steel , and the reaction to 

such a ~ovo ha1 in general the quality of that metal . 

I then sug"ested that aside f r ?l the ~uota and t ari!f 

situation in the United Kingdom, certain Br i t i sh bi latera l 

arr angement s offered a mesns by which Grea t Britai n could 

give a l ead; that a rel axation of certain or t he payment s , 

purchase 

81 
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j)urchnsCI and license arranaoments , to permit the other 

contrnctinG party to United ICl.ngdom agreements to behave 

82 

in as onliBhtened a fashion a s r oBards mos t - favored -nation 

treatment as Great Britain herself did, would be most help­

ful , et cetera . V/aley then statod the familiar British 

case for these arrangements , to which the reply was made 

that i!' DUdley Ward ' s hope was to "bud", then perhaps the 

premisos of procedure of 1931 bad to be re- examined in 

t he liGht of 19~6 conditions . 

Schuster, Brand, and Falck carried on this di scussion 

in general terms but one could not but gather tha t there 

was no ,J ositive feeling in favor of f orsaking pres ent ills 

for those they knew not of, the moat i mportant of which 

lay in helping to strengthen a Germany nith aggressive 

intentions , and Hopkins said in an aside to me that in his 

opini on it was up to the countries which had erected their 

econo1~1c and financial super str uctures to make more than 

a beginning a t t earing them down before others could move , 

especially since the loud impact of devaluation over so 
(was ?) 

wide a fie l d ~ unascertainable but woul d probably be 

considernblo on this country . 

BINGHAJJ 

s:ts:cs:a 
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H.!J.Jr: 

Fe1S: 

a .u .Jr : 

F: 

H. ll .J r : 

F: 

H. Jl . J r: 

F: 

R. w.Jr: 

Hello Herbert. 

October 29, 1936. 
3 : 22 p .m. 

Henry, what I' ve done i s this. I ' ve just finished 
a rather long - probably too tull - exposition of 
what I conceive your leading ideas to be • • ••• 

Yes • 

••••• on the necessity for an inter-governmental 
understanding- necessi ty and limit ••• 

Yes . 

•••• on this question of publicity. 

Yes. 

Now if I'm correct you ' re not going to have another 
discussion of this till ten tomor row morning . 

That ' s right. 

F: Well suppose I send over to you, after I 1ve finished 
it, a copy of this rough draft . Would you like to 
look it over? 

H.LI . Jr : 

F: 

H.I!.Jr: 

F: 

a .w.Jr : 
... . . . 
H. u.J r : 

F: 

Very much. . Would you mind s~nding it right up to 
the house. 

Not at 
here . 
I send 
to ••• • 

Taylor • 

- uo - it will be - I ' ll have my messenger 
I'll send it to the bouse . Now shouldn't 

copies - should I send another copy or two 

••••• Wayne who might- they might be having their 
own meeting . 

That's right • 

Right? 

That's right . 

All right. 

\ 83 
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a .u.Jr: 

'!:' · .. 

R.li.Jr: 

F: 

B.K.Jr: 

P: 

B.I!. Jr: 

F: 

B. ll.Jr : 

F: 

R.U.Jr: 

F: 

H.H.Jr: 

P: 

H.Y.Jr : 

- 2 -

I ' m awtull7 glad you' re doing this separately 
because .. . . . . 

Well my thought was this - to get an expositi on 
of the background - prettr full exposition of 
the background which rou undoubtedly will want 
to correct but which is my understanding of it . 

Yes . 

If I did that part I begun by saying that I ' m 
transmitting to rou below the text of such a 
statement as I believe the Belgian government 
might be willing to have publicly made . Not 
that I ' m not trying to draft . That I tm leaving 
f or the technicians. 

Well ••• 

And - for discussion tomorrow 

Ah-ha. 

But I then go on to say that for your discussi on 
1n fvrtber - for your guidance in further dis­
cussion with the Belgians I wanted to give you 
very fully my attitude on those two points and 
then I do . Now my purpose is first , I think, 
in the sense to instruct Cochran. I don' t think 
be thoroughly comprehends it. Secondly, to make 
i t a matter of record • • •• ••• 

All right • 

•••• • • ln the light of this cable from him. 

Fi ne. 

All right, I •ll shoot one copy to your bouse . 

Yes. 

And a couple of others to Tarlor and the crowd 
to chew over . 

Good . 
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- 3 -

F: Now I ' ve no doubt 1n the world that 7ou'll want 
to change - even i! 70u want to use it at all 
you'll probabl7 want to change it throughout 
but I just thought I•d take a first shot at it. 

H.M.Jr : Thank 70u very much. 

F: All right. GoodbJe. 

as 
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1'.b.e at.t.aO.b.ed -..oranda were prepared b7 t.boee 
working on t..b.e Belg1WI eU.uat.1oD and repneent. t..b.e 
pereonal op1n1oD ot eao.b. ot t..b.e •• ae 1.o how t.he 
Bel&1111l oaee ehould be .baDdle4. 

At.t.ao.b.e4 aleo 1a draft. ot OOIIIIWl1oat.1oD t.o t.he 
Pree14ent., wh1oh 1• referred t.o 1n Mr. 1'~lor 1 e .. ao­
randua, al eo a t.t.ao.b.ed. 

as 
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COnElT. My o.m preference ls for the first alternative. The 

t hird is clearly contrary to the pattern of tho Belgilill 11011etary 

orgonhation. The Mcon1 the Belgians ao not .6.11t unless the guar&nteo 

is to be secret , whlcll we do not want . In o:; opinion, such a .,;uLrantee, 

ono it secret , 1a not 1Jl accazoJance dtb the Delgi&n pattern ~nd is not 

eeeonti &l . 

ilbb.t seems eeoenti•u is public agree11ent between the government& 

upon the principles of t he September 25th otnte .. ent . This could be 

eurpie,..,~ted to any extant :e~irod b;, diplour- tic corrt:epon:!ence deai;ned 

to Give and <Otain u ur-,nce:o of goo1 fait!l WI full po.rticiprtion in 

• 11 a rr..ngellenta 1111de to c'rry out the decllor tion of principles. 

If this view •• ere ta.ken , the follo•ln& public •nnouncelll8llt could 

be ••nde by the Trenaury: 

The Government of Belgiu. subacrlb'' to the decl&r~tion of 

principles issued b, the GovertlaiGiltl of t>le United States, l'r <J~Ce 

and Gre6t Britain oo :Apt8lllber 25th. In pursUAnce t::tereof, the 

United St..tes Govt~m.oent anJ the Bel&i&D GovertiJient b&ve conclUo.led 

an arrt.nge..,nt for reciprocal gold purctu-ee And sale between the 

two countries. 

The Belgian Govern.oent, if it chose , could issue this atateJOMt 

suppl-nted by tlleir proposed declaration of October 17th, ebich would 

be " .. tlstactoey expla!la tion to ~be Belgian people of tbe cauJltlonl of 

sol<! purchase and sale . 
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There appe&r to be three altern&thes: 

1. The Covernaent of Belgi\111 subscribes to the declaration ot 

principles or September 25tb. 

(ThiS ehould be included in all otlt orlll•tives . ) 

< • (*) T,e United St~tes Trehsury will deal in gold with tho Control 

aank of Belgiu:a . 

(o) T~• Unit~ Stet " s Treh&\117 will dsal 1.ri gold with the Central 

Dank of llelgiua provideJ thl' t the Bl!lgian Gover1111ent g<.l!lr anteu 

the eold de•li~s. 

(c) Col'l deal~s 11ust be between the t•o tre<:~suries as princip.•ls, 

with Central Banks a& fiscal agencies . 

J II· w .:Pt. ...... 
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Ooto'ber Ill, 1$36. 

!MIIora.ndWD for 'l'R! SBCR&TAR!: 

We aub:ai t the tollowtn&: 

1. 'rbere 1a DO wholly aatiafactory eoluHon for the 

probl• preaented by tile Belgian application, but we outliDe 

below the one we think to be beet on the whole. 

2 . At the outset 1 t h borne 1n mind tlu>.t the Belgian 

application 1s not 011 attempt to extend t he eet- up you baft 

eought to ach1e ... by the doOWIIenta of September 2:1, and October 

13, but to a 11mitat1on thereon, namely, to aake it certain 

tbat there h rooa 1n &DJ such general plOD tor the operct1on 

89 

ot a central bank of a country on the old-te.abioned gold standard. 

3. Tb1a be1118 eo , 1t ae ... to ue that the threahhold 

queetion tor your decia1on 1a whether you wish to continue to 

act under the declaration of 1anuary 3l, 19~ (not yet re.oked) 

wb1ch '""' that the Treaaury would release gold to the ceutra.l 

banka of gold standard countriea when the dollar 11 at the 

export pointe 1n terms of the currencies ot tboae eountnu. 

'· It 1a our new that we abould not continue tb1a 

llrftn&-nt and that Belgiua 1a unw1111118 publlclr to afnm 

go ... rnMntal reapone1'b111 ty tor 1t• oentrel bank operatiou, 

al tbo*P pri TatelJ we are to be a .. ured tbat the ~nt 

•de bf the oentra.l bank w1 tb the J'edera.l Treaeury would haft 

tbe Goftnwent • a appronl. 
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5. Accordingly, we auggeat ~bat the queation rtiaa4 

by the Belgiall application oe dealt with on this baeie: the 

e1 t uatiou in the oountriea - t7Di te4 Statee, !ngl.an4, !'ralloe, 

Sw1 tze:-lud end Hollu4 - ere ripe tor all intar-go'f&l'llliWintal 

arrangement to h&lldle exchange relatione. ODtil eon41 t 1ona 

in other countr1•• become ripe tor moT1ng torward on t he general 

arrangement which you 11re read,y to work out, their needa tor 

gold should be Mt by our handling such day to day eppl1cat1ona 

tor gold ae t hey II&)' make . There 1a attaohe4 the type ot letc.r 

tor the President'& approval which would g1Te ue the appropriate 

aet·-UP for handling this application tor gold in thia tashion. 

We a re authorized to add that Lochhead. aeea DO objection 

to t he arrang.,.nt we ausgeat tram all operating atendpolnt , 

but he point a out that in Me Judpent 1 t will raise all tbe 

hue and cry which will attend a formal a balldonment on the part 

or thh CoTernment of the automatic arrenge...nt tor deal.i .ng w1 tl1 

gold standard countrlea now set up 1n the 'l'reaaury s tatement 

ot 1anunry 31, lii:S4. 

It ahould be pointed out the~ 1t the method we propoae , 

which would inTolT& iuulnc a atate:oent to conr al.l tbe oountrlea 

other th&ll tho•• ti ttill& into the more general pat tern ot the 

statement of October 1::5, were adopted, 1t would not then be 
dealri n& 

neoeseaey tor Belgium or anY other countrJ/to take adT&ntag& of tble 

&l'l'allg8lMnt to iaeue public etat e:ll&n U of any eort. 

90 
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lo odlllt tM fellRl .. a 

1. Deft h ao 'llllell7 •U8hetft7 •laUwa hi' -

pMla ,_ ... - - .. J.claa ..,u .. u .... , .. .au. 

MlW t.lle - • WK w M ... , .. tM ... le. 

lo A\ \1118 ntM\ lt h 'Ilene Sa .... \lila\ \1118 -.!elM 

appU•U• h aot u . ,._.,,. an.M \ 1118 •'-"' ,_-. 

_., w aelllow IIJ \1118 .. _ .. of lep....., 16, •• oo .. MI' 

lll, llot w o Ulll .. U n tlloJ'ua, -.lJ, w ..aa. n •l"tala 

tllat tMn Sa ,_ Sa .., _. .....-1 plu tv tM .,...,, .. 

of a -u.l llaK of a •••I'J • tM ol&-fulll-1 1111t otutut. 

lo fth 'llelac M o U - w • tllat tll8 .Ur tll8lt 

~u- tor JOV deol at• to ,.. .... :rw wtM to -u.- .. 
aot a4or \1111 ... leftuoa ot ,_.., ~~ . 111M (aot ,., awnlllll 

willet •• \llllt \ 1118 fi'Mni'J .u• nl- ..U to tll8 -tal 

..,... of eDlt oWMaN -•l'lwa noa ... tollol' lo o\ tM 

o:Qel'\ potaw la w- of tllo ooaneDoloo ot tllaM -tl'l"• 
•• I\ lo om" 'tlow tllat w otoaU aot -•'- Wo 

........-• ,... tat .. l ll• to 8Wllll-. •$"oll to atflm 

...--tal ... , ... nun, ,_ sw -•Nl ..- .,...u-. 
autn.., prlftte17 w aN to lie ,.....,.. ttat \1118 --• ' 

_..- , .. -•ra111aU wttt ""r.-.u ftMOVJ woall 11aw 

... ...__, •• appi'Wftlo 
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ai_U_ 1a n .. _,riM- 11altel l tatee, • .,.,,,., fs N, 

swtu.rluol ... leU... - ue "" fer aa uta ... ....-w 

le otMr -'"'' lie- l'lpe ter •wtec fereal"' • tile ..,I'Pl 

a.rraec-t ""* JW ue ~«T \o wrll "'· \llelr ,... tw 

tor IPU u \lleJ' .a)' .... ftNoe 1a a\\e..,. \lie \Jpe at letter 

tor \lie Preo14eet'• PJipi'Oftl. wlllwll wlll4 Cl" u tale PPJ:Npi'lata 

.. ._., tor lleMUec tllh ~11-tift tor 11U le tide tealll•· 

to \M a.rraec-t .. -u n tna aa open\lec ,.....,let, 

Ina\ lie pele\e ftt \laat le lil a Je'IIR\ U wtU raiao aU tale 

baa u4 fll7 ~u wtll attad a ta.-1 ~·•••••--• • \lie pert 

of \Ilia ao.._,t ~ tbot u-U• .,...,.._, ter ...Uec wt• 

p 14 e\odar4 -•n•• eow "' liP le \lie 'I'I'PeOVJ ,.,..,_, 

of~~ :u, liMo 

I\ eMI&l4 lie poletel ft\ U..\ lt \lie •uaM w ,,.,..., 

wlllwll ..u laftlw t.-1.,. e •'-'-' te - ell \lie -•• 

0 ............ flttl.PI le\e \lie ..... ·- ....... Ill \lie 

•"'-' of Onoller 11, - ,.., ... , U .-14 eot tMa lie 
,.. 4,ea1r1ns 

IM'aaa"'T fer .,lel• or ~ a\ller -~ .,. ...... -.. " *-

...,,4 t ta h- ,.We •'-'--'' Ill _, ear\. 
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TREASURY DEPARTMENT 

INTC:" O fP'P'fC:. CONMU H ICAT10N 

o• n October 29 , l9U. 

To The Secretary 

roow lolr. 'fa:rlor 

Be= Ollpb&nt, nerbert Ce.aton, Oeorge I!Alaa and I bad lunch 

together end ewhed an alternate method tor handling the Belgian and 

a imller caeee. Herman Oliphant, tollowing tbia dieouaaion, drat t ad 

tba l etter to tbe Pres ident, whicb is attached. 

The ~e=ore.ndua tor the Secretary wh i ch atarte with -we submit 

,~. t ollowiog"' repreaanh the rlewa or tboee who were at lunch plua cr 

Upham. Arobi e Lochhead waa p resent tor part or the latter diecusaion 

wbi oh resulted in tbe memonllldum. 

We a lso bad the benet1 t ot Feia' euggeetad draft ot a communication 

to Cochran and we wieh to place this new auggeation be tore you so that you 

could be'Y8 the oenerH or i t tonight wben you are going '"er t he Pale, 

1l.U,...and Goldanwelaer atatementa . Incidentally, tbe utbnd outlined 

in our Nmore.ndum was dhcuaaed in b road outline w1 tb Goldenwolaar and 

111ll1ame. '111lll11111s did not agree one hundred par cent but did not ra1aa 

any particular objaotiona. Coldenwaiaar will probably comment on tbia 

poaa1bility in bis aamorandum to you. 
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October 29, 19~ 

For the Secretary: 

1 . There appears to be no poeaibilit}" ot arransinS 

that the actual purchases and aalea ot gold which -Y taka 

place between the United States and Belgium shall .-- be 

between the Governments. 

2. Thoro appears to be no poaaibility ot getting the 

Bel gian Treasury t o guarantee the daily gold transactions 

ot the Belgian caatra1 bank (except upon a basis ot soorecy 

which is rightly unacceptable t o u s ) . 

3. I t does s eem possible, however, t o arrange a 

Gentleman's agreement between the Belgian Gove l'D.IIJ!Int and tho 

Government ot the United States, under which daily gold 

transaction.a between tho Government ot t he United St atoe 

and tho Belgian contra1 bank can take place, tlllt rlth t he 

oper ation.a ot the Belgian bank unguaranteed. 

Lot us look tor a moment at tho only possibility ot 

t hese three---- the third. 

The cbie t objection which 1a made to i * eeema to 
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me t o be not econoaic or l egal, but pbiloaophical or eoo1alo 

It leave• the control ot international gold operations, eo 

tar as Belgi'am 1a concerned, 1n the baD4e ot private banker•• 

That ia where they are now and will continue t o bo under 

&nJ arrangement, unlesa we want t o (aDd aucceed 1D) force 

the Belgians t o transfer gold ownerabip from the centra1 bauk 
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t o the Government. If we feel str ongly that we will not 

deal with the central bank, the thi rd poeei bility 1a &lao 

out . 

95 

Suppose we • o agree t o deal with the Belgian bank aa 

principal. Have we gained anything over the arrangement of 

January 31, 19M! The Belgiana w111 have 1eaa freed0111 than 

they have under the 1934 arrangement. we will be able to 

cancel the 1934 agreement and definitel y end our recognition 

or t ns old automatic gold lltandard. So it would seem that 

the Number 3 possibility ia to be preferred to the pr esent 

(more or lese inactive) arrangement with Belgium (which at 

least has no t been formally cancelled). 

4. It 18 possible to hoek trea. Belgium juat a a we 

do China, and the other countries not on a gold standard. 

Thia would do'llbtleae be something of a let down to Belgium, 

and would probably cause more public CCIIIIIIIent about moving awa:r 

from the old style gold standard than action under Number 3 . 

I am not certain whe~er negot i a tions with countries in the 

Chinese c1aas1tioat1on are with central banks or Governmenta. 

It not with Governments, perhaps nothing would be gained for 

t h e pb11oaophera by r eaort to that •thod. 

5 . I have aome idea that there lllight be value to leaving 

the arrangement of January 31, 1934 in effect, and making 

no new deal at a 11. It 1AI n ot operative and there aeane 

11tt1 .. 11lcel 1hood of i t becoming ao aoon. I t oould be 
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oabcelled ~tly at any tiiM 1n the ru.ture, 1t oooadon 

-de it se11111 desirable. 

In az~,y event, I favor moving slowly and givin8 aoae 

more aer1oua thought to poaaible reaults ot each action. 

ss 

Upm 
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October 29, 19.36 

lleaoorandua tor S.cretary llorgenthaua 

1'be alternative coura81J or action in connection w1 th the Belgian 

negotiations are ouUined in John Williams' 11emorandwa1 and the exact 

for 11 of the announc.,..ent and or the changes in regulations that need 

to be made can be eaaU;y worked out after the general polic;y bas be811 

detenained. 

It bas occurred to ae that one tbing that I may poseibl;y add to 

the discussion ia ~ general 't'iew en the question wbat kind of a 

aonetar;y standard we would like to see in the world . While I realhe 

that it is not up to us to dictate to other countries the wa;y the;y 

should do business, it will nevertheless be u.aier to decide upon a 

course of action it we clarif'y in our own llinds the character of aone­

tary arrange:oenta that we would cor.sider desirable. If, for exaaple, 

we consider it desirabl e to have the aunagpent of gold in the hands 

ot treasuries in all countries , then it 1118,)' be wise tor ua to throw 

obstacles in the way of an agree111ent w1 th Belgiua, which relies upon 

a central bank, because by doing so we would exert an 1Atluence in the 

direction of treeeur)' ccutro.l of aonetary aattere in foreign countries. 

Before eta t1ng a,y om rlewe on this aa tter, I ahould 111<a to sa;r 

that I u not in faYor of a return of the world to an 6utomat1c gold 

standard . I feel strong.ly that the power to change the geld content 

of currencies should be in the hands of an executin bod)', eo that 

legislation would not be required for aaki.ng a chanCe• 1'be r.aacn 1a 

that lqisleticn ia too protracted and cluaay a proceeding to use in 

an -.enc;y. .tt tbe - U.. I th1nk that it wou.ld be desirable to 
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Pase 2 

baYe such econoaic c0Ddit1ona in the world that exchange atebll1t7 could 

prenil and gold could aon lreel,y froe one country to the other in 

aett.leaeot of teaporarUy unfnorable balances. 

Since I am not looking for11ard to a r eturn of tbe automatic aold 

standard , I am not interested in preservine Belgiwa as a nucleus or 

gold standard f'rom which it could spread to other eoun tries. I aa in­

clined to look at this utter froiD a practical, realistic point of Yiew. 

I uk IIIJ'selt the question , what would be to the advantase of thia COI.Uit.ry 

and to the adYMtege or world trade in the luediate future? Beyond the 

iuediate future it ia difficult to look at the present t1ae. It would 

aeu to me that the desirable thing is for the three great trading coun­

tries to be on the baaia micb bas now been established, namely, a basi a 

ot -utual cooperation between treasury-controlled stabilization funds 

used for the purpose or mainte1Ding exchange stab ill ty so long sa it ia 

not inconsistent with national prosperity. I feel that a t present there 

1a a better chance of revi val of world trade under this arranseaent than 

under any other that can be Yieualized. 

The iaaediate quest10!1 is llbether it RUld be to our advantaae to 

have the su.ller countries handle their &!fairs in the 88.Ce way as the 

three great countries in the asreeaent. lly feeling 1a that it would 

not be to our adYBnta&e and that it would be better for world trade and 

for our o•n recoyer;y 1f the litt.le countries had a fixed price for gold. 

These countries are not Yaey iaportant to the world troa the point or 

Yiew of trade, but tbe world 1a n ey iaportant to th• because the7 d ... 

pend lar&el7 on ror eiSD trade. lbile the7 cunot upHt the , .. en1 world 
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Pace 3 

equilibr11Lil uteriell;y, wide nuetuetions in their exchanges add a 

haUrd to the busineae of 118117 indi Yidual fims and to aany linea of 

trade . One could feel more secure about world trade if these little 

cOWltries bad fi.rml;y fixed eurreac;y values. 

To come to the point under immediate consideration, since I be­

lieve that i t 1a to our advantage to have Belgiua continue m the aold 

stendard , and since I am convinced, as I believe ;you are, that it h 

aot desirable for us to exert pressure on her in an;y direction , I thinlc 

that 1 t would serve our purposes beat to accept the agreement of the 

Belgian Govomaent tha t Belgian monetary relations nth thia cOUDtr;y will 

be conducted in accordance with the aareement of September 25 and to be 

will ina to trade from da;y to da;y with the B&nlc of Belgiua, mich 1a desi&-

nated b;y the Belgian Governaent f or this purpose. I thinlc that we bave 

nothing t o lose b;y this agreement and that we have 11011ething to g&io . 

1be g&io would arise partl;y fro• the feet stated above that 1t 1a 

advantageous to us to have Belgium have a currency w1 th a fixed gold 

Y&lue. Another g&io would be that eueb a procedure would belp to aain­

tain the presti.ge of monetary leadernhip which we haYe recently acquired. 

The tri-partite agre-t concluded in Septelober hu raiaed Aaerican 

prestige abroad enOI'IIIOUsly, and I thinlc tha t 1 t would be helpful in llllin­

.. 1n1ng thia prestige to proceed turther in the direetioo ot extending 

the acreement to other countri es . For these reaeona 1 t would be regret-­

table to beca.e too technie&l or to edopt an attitude that could be in­

terpreted ae tr;ying to take a band in inf'luen~ing foreign countries to 

adopt the pattern of our t i.nancl.el inatitutiooa. 

f.R-~ 
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111 dear Air. President• 

Heretofore , with your approval., licenses have been 

issued by the Secrete%)' of the Trensury to the central banks of 

n number of foreign countries , authorizing tho acquisition ot 
• 

gold from the Clnited States, purSUAllt to applications ther..for 

atatlns out that aucb gold was needed for monetary reserves . 

It 11111 be anticipated that reasonabl e emounta of gold rill t'roa 

tillle to tiDe be required by these and other countries for this 

and other appropriate purposes, such countries not com~ 

with the conditione tor the sale of gold prescribed in the 

Troaaury Steto.,..,nt of October 13, 1936, which set up a general 

arrangeaent tor the release of gold to toroisn countries . 

To 1118et auch special situations not covered by this 

general arrangement , and with your approval, I propo..,, on ap­

plication therefor, to sell gold in rea•onablo amounts to 8l\Y 

f oreign country or foreign central bank (including the Bank for 

International SettleMnts) to meet ~~ene tary reserve require•nts 

and for other appropriate purposes, whensTor auch aa1es are dePG<I 

110st advantageous to the pUhlic intoreet and are not inconsietent 

with the purposes of tho Gold Reserve Act ot 1934· 
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I propose, with Jf7Ur approval, to .alta auch edee, unU1 

turther ootice, at tss per tiJ>a OUDce, plu. on._quarter per cent 

handling charge. TheJ will be gonrned by the roculationa iesued 

under the Gold RaeerTe .let or 19&4. 

Such arrnno:eaent tor the b&IX'J.in& ot epeciel casee, to-

getber with tha general arnu>ge~~ent set up 1n the Treasury State-

ment or October 15, 19ll6 • will cover the entire matter or aelee or 

gold abroe.d &Dd will time 11</l:e 11Dn8Ca88ar7 turther use or tha arreace­
lleDt set out 1n tha Treee1U'7 Stateaent or J&DUArJ Sl, 19&4. Accordin&lJ • 

I shall, upon ;your approval or tbe arrangament herein proposed, gin 

notice or ths withdrawal or eJ.l arrangement& except this arrangement 

tor special cas es &Dd the genersJ. arrangement or October 15, 19!16. 

October 29, 19ll6. 

Regraded Unclassified 



October 29 , 1936 

After the group left the Secretary's office , ror 
the purpose or each putting down on paper hls own sug­
gestion as to ho~ to decide on the Belgiua request, HU,Jr. 
dictated the follo~ing to Urs. Klot~: 

I am going to sit tight and do nothing about 
Belgium and go ahead ~ith Swit~erland. Then, ~hen we 
do announce the arrangement ~ith Switzerland, at the 
same tlme we will co.noel all outstanding arrangements 
prior to October 13 (which, of course, means Belgium) 
and then sit tight and •mit until Belgium makes o.nother 
movij and even possiblY taKe up the gold question with 
Holland, who has a etabil1Eation fund. I am quite sure 
that after we have come to an agreement with Switzerland 
an<l possiblY !lolland, Belgium will eee the light. 
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Aaa~ei'4U - Anar a t\u"fJaer ftll¥ 1n IP'' 1 dar enben&a 
\he Jlllt.oh akbUJ.&at.1on tlm4 1D\aneMcl 1n \he toni&D ePbt'WO 
aaritet. 'IV bqlDS at.erl.J.D6, t.bale balt.lDS t.he rtae 1D &1&114ere. 

( nJ 1811.11 p.a.) 
Baaed on \he taot. toUt. \he ott1o1al control .baa 801.4 

Sllilclere at. ~a le'hl. \he l.DtaNDoe 1e 4ft• an t.laat. \he 
eaot.rol wlll not. allow \he ..&Ulcler t.o at.reii&\Aen allen a 
etn•=w depreo1at.1on of ~ 

Aaertoan 1enea "" ottere4 1n • dllll. no" aarket., 
\he feat.woe of which ••• nrea&\A 1n Dll~oh nl'b'ber an4 Un 
e.barea. 
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WASHN - SECY OF TRE AS URY MORGENTHAU SAI D 

TOD AY THAT THE MONTH OLD MONETARY AGREEMENT 

HAD BEEN VERY SUCCESSFUL FROM THE STANDPOINT 

OF THE U S - REMARKING THAT THE ORIGINAL 

AGREEMENT WAS HOW A MONTH OLD THE SECY SAID 

THAT HE THOUGHT IT HAD BEEN VERY SATISFACTORY 

TO THIS COUNTRY BECAUSE FRANCE HAD DEVALUED 

AND THERE HAD BEEN NO REPRECUSS IONS HERE -

THIS SITUAT I ON CONTRASTS WITH WHAT HAPPE~ED 

HERE FIVE YEARS AGO AFTER GREAT BRITAIN LEFT 

GOLD HE SAID 
ADD MORGEHTHAU 

WASHN - f 2 9 1936 
THE SECY DECLINED TO COMMENT ON REPORTS 

THAT RUSSIA HAD ALL IGNED HER CURRENCY WITH 

THE FRANC SAYING THAT HE KNEW NOTHING OF THE -
MOVE EXCEPT WHAT HE HAD READ IN THE PAPERS: 

HE REMARKED THAT THE FORE I GN EXCHANGE 

MARKETS HAD BEEN EXTREMELY QU I ET FOR THE PAST Wll~ 

THE SECY IS LEAVING TOMORROW FOR HIS 

NEW YORK FARM AND WILL NOT RETURN TO THE 

TREASURY UNTIL WEDNESDAY 

IN 6TH LINE MAKE OVERL I NE READ -PAST WEEK-

-0-

.... 
0 .. 
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StC~tTARY MORGENTHAU SAI D TODAY THAT THE fiRST MONTH' S OPERA!ION OF 

THE TRI•NATION MONETARY AGREEMENT HAD BEEN •VERY SUCCESSfUL FROM THE 

VIEWPOINT OF THI UNITED STATtS,• 

COMMENTING ON THE ~REEMENT AMONG THE U,S,, GREAT BRITAIN AND 

~ANC£ UNDER WHICH EACH NATION PLEDGED US£ OF ITS STABILIZATION FUNDS 

10 PREVENT WILD FLUCTUATIONS IN CURRENCIES, MORGENTHAU SAID THERE NAD 
• 

BE~N NO UNFAVOVARL£ REP~CUGSION& IN THIS COUNTRY, 

•FRANC£ DEVALUED HER CURRENCY UNDER THE AGREEMENT,• MORCENTHAU 

SAID, •tHERE WERE NO UNFAVORABLE DISTURBANCES IN THIS COUNTRY AS A 

RESULT ,• 

•you NEED ONLY TO GO BACK FIVE YEARS WHEN GREAT BRITAIN WENT 

OFF THE COLD STANDARD TO SEE THE TRADE REPERCUSSIONS,• 

HE SAID THAT LAC~~ THESE REPERCUSSIONS WAS A C~OD BEGINNING 

FOR THE AGREEMENT. 

MORCENTHAU SA ID HE PLANNED TO LEAVE WASHINGTON TOMORROW TO VOTE 

AT HIS DUCHESS COUNTY, N.Y., HOME AMD WOULD RETURN HERE NEXT WEDNlSDAYo 

10/29-·RlO~A 
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October 29, 1936 

EXCERPT FROM MR . TAYLOR 1 S 111lEMORANDtnl OF DAY'S 
ACTIVITIES8 DATED OCTOBER 29, 1936 . 

Last night I attended the dinner given by Marriner 
Eccles , at which Ernest Draper, Goldenweiser

6 
Currieil 

Lubin, George Haas and a man by t he name or tto Ma ery, 
were ~resent. Mr . Mallery is apparently a student of, 
and aut hority on planning to broaden recreational possi ­
bilities for adults, and to use Government planning to 
t ake up seasonal and cyclical unemployment. llarriner 
Eccles f eels that the Government should start planning 
at this time a set-up which should t ake t he form of legis­
l a tion to provide for Government spending for approved 
pro j ects whenever v arious factors appear which indicate 
that such expenditures are desirable. To sum up, be 
s t ated that wben, as, and if, it appeared necessary for 
the F. F. Board t o take action which would correct in­
flationary tendencies t hat there should be in exist ence 
some other body wbicb could advise t he President anq 
Congress that Governmental expenditures were desi r able 
and to submit an approved list of such expenditures . He 
was very frank 1n saying that he hoped that such a Board 
with adequate powers would be created so that when the 
a ction of the Federal Reserve Board checked certain ten­
dencies that there would be a cushion to take up the slack 
which might be induced by the action of his Board. The 
whole t one of the evening ' s discussion was along the usual 
lines , namely t hat we should be intelligent enough to plan 
adequately so t hat when the business cycle turned downward 
we would bave carefully approved public works to f all back 
on to iron out the recession. There wa s nothing particu­
l arly new in either the ideas or the methods of approach 
but it is always interesting to listen t o a certain amount 
or it. 

. I.: 
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?resent: 

Seiber: 

H. li . Jr : 

Jelt""er : 

October 30, 1936 
9 : '0 A.:l . 

l.lrs . Klotz 
..lr . Seltzer 
1ir . r.lur pby 
Several other Treasury people 
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'W' 

Briefly , toere is no reason to suspect that the 
uelay in the rord production i s due to any other 
than the usU£1 Ford c~ouses . They hsve an a.vful 
t1~e making any ~1nd of changes because everythi ng 
depends on Henry Ford ' s final O. K • 

.'lell , Henry Ford fnd Sox>enson and Edsel "ere away 
a good part of the summer - Henry looking at 
antiques - and tney neglected, the people in charge 
neglected to build up a bank of cars and parts to 
supply the 1936 model while retooling and so on 
went on for tne 1 37 model . So, while the other 
companies were uble to supply a 1 36 model while 
they were building ' 37 ' s , Ford and to continue to 
produce 1 36 ' s because tho demand was so strong . 

They did get a final decisi on on such things as 
the brake - whether it hod hydrLulic or mechanical 
brakes . 

Nhat did they decide? 

They decided on mechanicals . Ana then, too, there 
is talk of Ford running two engines; that is , he 
is building up banks of o big engine and a small 
engine to be used in the same cnassis . That too 
woula delay things because he ' d have to have 
double b~s, you see, and it also requires changes 
with the connections . 

They are getting into production noN, e~pect to 
be running about a thousLnd a day by Tuesday. 
None of the othet· motor car companies, of course, 
had any delay i n getting their production­
Chevrolet never did a smoother change-over - and 
it would be, oh, very doubtful whether Ford by 
himself would voluntarily give away the f i rst 
rush of busi ness to these other companies in 
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U.M. Jr : 

Seltzer : 

H. ' . Jr : 

Sel tzer : 

H. ' . Jr : 

Sel t n r : 

H. II.Jr : 

Seltzer : 

H." . Jr : 

- 2 -

order to accomplish a political end . It ' s 
Jus t his bard luck so f a r . 

Well , he ' s a l ways had tha t d ifficul ty when he 
cMnged . 

'lha t ' s righ t . 

Now , nha t •s he goi ng 
V-8 that he has now, 
ne makes in lngland? 

to do - get out the same 
end the four cylinder that 

I s that the i dea? 

:io , nobody 1 s very cle~ r on that. He ba ~ a 
very good "secret service . " 

~r . Cour t, the statistici~n for the Automobile 
!anufncturers Jssoci a t i on, tells me he under­
stands - of course, Ford is not a member of t he 
Associa tion - he just understands such things , 
tha t both of the motors will be eights, one about 
the same horsepower as the pr esent motor , the 
other substantiflly smo ller; thnt t hey will both 
come in the s ame chassis , ~ nd t he t on the smaller 
motor he is usi ng a rodi cclly differ ent met hod 
of casting the block, wtth which he had some 
difficulty . He unuerstvnds thLt that has been 
cle< red up nolf and tht.. t he ' s beeu &ssembli ng 
"'OLors o f both uorsepowers for c bout a month, 
but tha t ne 1s had difficul t i es i n m&kin~ proper 
•d justments ~or the chassis , but that, t s Dr . 
Seltzer s~ys, ne is probbbly jus t getting going 
DOlL 

.tell, as they s cy , thli t 1 s t ht. t . 

O. K. 

dow ' s the t one in Detroit¥ HoA di d it look? 

Oh, very good ; very good , that i s , except 
politically . Politicall y, ell t he people we saw 
were very much anti-Administration, very much 
,_~ro- L~>ndon . 

'lell, "hat do they s~>y a bout the St ate of Ki chi ean? 
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Seltzer : 

.;. \I . Jr : 

Seltzer : 

, . ' . Jr : 

Selt~er : 

H.:.I. Jr : 

:lelt<er : 

B . ~ . Jr : 

Selt7er: 

- 3 -

Well, t bey are all willing to bet on L&ndon' s 
election, generally in the country es a whole . 

Really? 

Bobs ting they are willing to put up monP.y for 
.Lt and so on . 

But they are not . 

They are raising a lot or money end sending it to 
!lew York. 

To bet? 

Yes 

But tbey ~ant odds . 

Nell, they ~<re not insisting; they will take 
whatever odds are offered . 
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October ~. 1936 

Ur . Hall came 1n to eee the Secretary this morning 
at 9:45 to discuss the attached memorandum which had been 
prepared by Ur. Hall and f urnished to the Secretary. 

Hall not being able to get' together with the Post 
Office on the issuance of a Government catalogue illus­
trating the United states postage etnops , the Secretary 
tel ephoned Ur. Nort h, Deputy Thi rd Assistant Postmaster 
General, and t he foll owing is a record of their conversa-
t!on: 
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TREASURY DEPARTMENT 

BUREAU OF ENGRAVING AND PRINTING 

Ofl'FIC& OfF THE DIRECTOR 

MEMORANDUM 

October 211, 11158. 

For The Seeret&r)' ot the Tr .. •=7• 
Repreaentatina ot the rr ... lll7 O.pe.rtaent • t in -r 

otrice ~ rlth repre- tetine or the Poet Ottica O.part.nt 

to ocmeidar the propoeition ot belling a covenl8ellt eatalopa 

illuetrat.i.nc th11tad Stetee postage staape. Ill the absence ot tba 

Third .t.aaiatant Poat.aater General., wbo is ill, the O.p~~ty Third 

Aasiatant Poetaster General. headed the Post Otti.:e O.part.nt 

delegatioo. 

UDder the present lew, the Public Printer ia \alder a 

duty to ..U Govern.ent publieatioos &Dd the plate• troa which 

they are ada to an,y parson who otters to ptq the coat ot th ... 

The otfice ot the Public Printer adrlsea the.t no eal.ea han bean 

aade in the peat, and that when raquaata are racein4 th117 are not 

t'ultilled. 

Ill order that no reproductiooe ot the illustrations 

appearing in the catalogue will ba ada b)' newspapers or pariodieala, 

1 t will be neceaa&J7 to coaaider such reproduotioa as a 'fiola tioa 

or the oountarteitinc law. The rapresentetin ot tbe Ganaral. 

Counsel • a otfice 1a pre per inC a paragraph to ba printed em tbe 

trootiapiece or the booklet aettinc torth this prohibitioo. 

It wae a,raed b7 all who attended the cooterance that 

the catal.opa ba&rinc illuatratioae ot the poetace atupa could, 

and should , ba printed, tmd that no new lagislatioa would ba 

required to accoaplish 1 t . 

Rapresentat1vaa or the Poet Ottice Daparta.nt expressed 

reluctance in ha•inc tba catal.opa 1aeued aa a Poet Otrice Dapart.­

MDt dOCUMDt. llbi.le the7 are w1lllng to cooperate in e••rT respect, 

tha7 axpreased a w1eb that tbe •ttar ba bandled b7 tba Traa&UrT 

Dapart.nt. em this point rapreaantativaa ot the Treaa1U7 Depart­

Milt could not -.ne. 

The Poet Ott ice Department ia now re'fiainc the text tor 

the booklet co poatace atupa which ie to ba iened u ot Dac&llbar 

1!1, 111116. It will be a nrT abpla •ttar to add the Uluatrat101l8 

to this text, and the Poet Office Dapart.Mnt ot ricia1a he.n ~ 

to cooperate in this reapaet. 
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S1Doa t.bere 1a not.biD£ to pr~bit tbe Gof'~t rr­
iasv.iDC a oatalopa baariDC illpr ... iGD& ot Ullitad Stat .. poataca 
etupe, I reepac~ reo me! that tbe work be Ulldartaka at 
once. U tbe 'lreu1lr7 Dapartamt 1a to Ulldertaka tbe u-e ot 
thie doc-t, it will reqllira a datici.o)' appropriation tor tbe 
curreot tiKaJ. ,-r aa tbera are no l'ID!a aftilabl.e tor tbe proJaot 
in the prlntiDC &114 b1Dd1nc appropriation. 

I u ot the opiDion, hoornar, that tbe docu.nt llhould 
be ieaued 'b7 the Poat ottioe DepartMDt, 1D whioh oaaa the Poat.-atar 
Genera1 ll!>ould be c!ireotad to proceed with the work. 

/s!· . -· ._ 
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Operator: Operator. 

October 30 1 1936. 
9:48 a .m. 

113 

~ 

B.I!.Jr: See i f vr. Howes , Acting Postmaster General, is in 
and if be' s not in find out who is Acting Postmaster 
General. 

Operator : All right . 

H.!l.Jr : Please . 

Operator: Operator. 

H.ll.Jr : Well who is . 

Operator: Yr. Branch 1s Acting but be hasn't come 1n yet. 

B. U.Jr : He basn•t . 

Oper ator : No they expect him most anytime . 

R.ll.Jr : Well get me vr. North then. 

Operator: Mr . North. All right. 

B.U.Jr: 

s .u.Jr: 

Please . 

Hello. 

Operator : Kr. North . 

H. loi .Jr : 
Roy 11 . 
North : 

H.!i.Jr : 

North: 

B.II.Jr: 

N: 

Hello. 

Hello vr. Secretary. 

How are you? 

I ' m fine, how ~ you sir? 

Fine. • Kr. North, I called up Kr . Branch- be hasn' t 
come in yet but I wish you' d tell hill about -r con­
versation with you so he ' ll know about i t please. 

It ll be glad to. 
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H.Jl .Jr: 

Jl : 

a.N.Jr: 

N: 

H.Jl .Jr : 

H. V.Jr : 

N: 

B.M.Jr : 

N: 

a .v.Jr: 

N: 

B.N. Jr: 

N: 

a .u.Jr : 

N: 

H.M.Jr: 

N: 

H.N.Jr: 

N: 

- 2 -

Now on this question of illustrating this catalogue 
which i s coming out . 

Yes . 

The President is quite urgent on that, s ee? 

Yes. 

And I•ve gone over i t myself and I can' t see why 
this catalogueiwhich you•re working on now, 
shouldn' t be i lustrat ed. 

Yes . 

And i t seems to me that the Post Office bas always 
gotten i t out •• ••• 

Yes . 

•• •• and you' re getting one out now. 

Yes . 

And i t will be distributed I suppose through the 
Philat eli c Agency. 

Why no that ' s distributedz. )(r . Secretary, by the 
Superintendent of Public uocuments . 

Oh. 

Now he has that printed at bis own expense. 

Oh. 
And that is. sent out at a fee - similar to tbe 
Department of Agriculture publications. 

Ob. 
Now we bad a conference yesterday, Vr. Secretary, 
with Mr . Ball • ••• 

Yes . 

d m Of vour legal folks and we - we are 
.... an so e # in perfect agreement to go ahead with 1llusi.<·at1ng 
that book and I believe as 4 result of our conference 
we can go right ahead. 
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Yes. 

And to protect this situation, Mr. Secr etary, we 
over he~- we put up the text t or the books . 

Yes . 

115 

.m--

Now the Bureau of Engraving has the stamps and the 
Secret Service has administration of the - of the 
law against r eproduction of the postage stamps. 

Yes. 

And we told Mr. Hall now - we - we won' t - wet re 
i n perfect agreement - you folks just go ahead 
and put 1n the cuts here and tben we ' ll just bring 
down the books and put them 1n and get it out. 

Well Mr. Hall is here with me now. 

Yes. 
As I understand it, the thing will go ahead? 

Yes - yes go right ahead with it . Mr. Ball - our 
understanding was with bim that be could go ahead 
and put in the cuts and we ' d supply the text for 
the book and it would bo gotten out as it1 s gotten 
out now. 
But I mean wbo assumes responsibility tor getting 
the book out? 
Well we turnisb the text Wr. Secretary, but under 
the law of course you folks are responsible tor the 
reproductions . 
Well that - well I - well now just a minute. Let 
me ask vr. Ball a question please will you? Will 
you hold on just a minute? 

N: Yes sir, that 's all right Mr. Secretary. 

(Pause - conversation aside with Vr . Ball) 

Bello . a .w.Jr: 

N: Bello Mr. Secretary. 
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We •re - as I understand it - we're per!ectly willing 
to assume responsibility tor the illustrations. 

Yes . 

But the publication will be a Post Office publication, 
is that right. 

Well it will be . We have our symbol on it now. 
We have our seal, Mr. Secretary. 

On - on the front. 

On the front. And we'll go ahead just as we have 
gone ahead. 

Fine . 

And now there' ll be no change . 

I mean it will be just the same except, as I understand 
it, we'll furnish th~ illustrations •• •• • 

That ' s right. 

•••• •• we'll be responsible and we ' ll- and will it 
say that we're responsible - anything in the front -
anything like that. 

N: Well it was thought that it might be well to have a 
little inscription in front o.n behalf of the Treasury 
to the ettect that these stamps could not be reproduced. 

H. tt .Jr: 

N: 

B.Y.Jr: 

ll: 

B.J.t.Jr: 

N: 

Tbat •s all right . 

And now that wouldn't hurt anything . 

No , that•s all r ight . 

Yes. 
Well then can I tell the President this next catalogue 
you get out will be illustrated? 

Yes - yes we're ready to go right ahead and I think 
Yr. Hall i s ready t o go ahead with the cuts . 
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Now just let me s ee - let me clear with him. 
(Pause} 

H.M.Jr: Be says he ' s ready. 

N: Air right, fine, Kr. Secretary. 

B .U .J~: Well that - I know that will please the President 
very much and I ' ll tell him of your cooperation. 

N: Fine, ur. Secretary, you know I want to go further 
than that but that ' s outside the question at this 
time. We t re all in favor of going a little bit 
further in- the boys know it's conference work­
that is to say if we can do something f or the 
columnists •• • • 

B. M.Jr: Yes. 

II: •••• •• it would be very helpful to us. 

B. M.Jr: We11 could we cross that bridge after w9 get this done? 

N: That ' s right - that ' s right- it will involve a 
change in law, Yr. Secretary. 

B.Y.Jr: Yes, but this does not. 

N: A1l right . 

B. M.Jr: Thank you very much. 

N: Fine, thank you sir. 
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!low, wl"w t I 1 ve done is t hi s . I ' ve got memorAnd ums 
heore from ·.vnuums ; I 1 ve got E< memorandum here from 
vr . Goldenweiscr ; I 1 ve got a dr~ ft here f rom Yr . 
Fe1s ; I got one here fro~ T~ylor , and I got ore 
her( from Oliphant . 

~:o., , I retd e 11 of these over very c li re fully , lind 
I •flKed do11n with Cr . ~eis &nd I g& ve rum some 
&auitionlll tnoughts this morning , and he ' s been 
kit1tl enoueh to rewrite tnlM uruft nith & couph 
of su~tt:estlons I made . I lwven 1 t seen it 6nd 
I ' ll rood it out loud now . 

"For Cochran t"r om the Secretory of the Treasury . 
For your guid&nce in further • . . • n 

(Secretary reaos Lr . Feis 1 

tent&ti ve draft of message 
to Cochrar,) 

The phr~;seology is obvious ly rotten. 

I thought you said at the begi nning - ther e wts 
some plt ce you sai d , you rcfPrreci to a subset.uent 
note . 

That Nas i n the origi nal dr&ft, but I t ook tha t 
out no•Y. 

Let me tell you why I like to send this note . 
In the first pl&ce, I t hink i t is important that 
we make a recor d of our position . In t he second 
pluce , I come to the conclusion that I don ' t 
think ~r . Cochran really knows what we have in 
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our mind , how we feel about this thing . I n 
the third place, I think thut this Switzerbnd 
i s so ne~r being ready to go th&t Ne might move, 
and then i f Holland is reEdy we might move, end 
th£t •ould l et Belgium - give her time to t hink 
i t over . She may think a little differ ently cbout 
it t en d nys , t wo weeks from now. ~n1 there is 
nothing par ticular to gain; I want to play, frar~ly, 
a little poker. I 1 ve been maybe pushing this thi ng 
a 11 ttle too hard . I think 11. would be ~;ise to 
give it a rest . As far as I cun tell , I think 
this her e is do.1e extremely well , and I •d be gltld 
to go over the thing; but as far as I can sec -
I read it last night about three t imes ; this is 
about the fourth time - it sounds pretty good t o 
me . l.nd I tnink tlwt we can just let the Belgian 
thing rest ; I think it ~oula be •ise . I f , on the 
other hand , ~r . ~ocnran feels tnat ne •s got to go 
back, all right, he can go back and leave tnis 
caole in nis pocotet, and re-pr!'sent the thing. 

Now, l et ' s go around, end I take it that you h«ve 
all seen this . Cy? 

'.'/ell, I ~>gree thoro~hly; it sounds pretty good 
to me , but there •ere one or two sent ences I 
didn • t like . 

It isn' t f& i r to as'( you becr.use you hav.!n 1 t hr.d 
e chance (to :;bite) • 

t:o, the general idea , it i s cener::.lly good . 

ParJon me . 

I say I am ,1ui te symp< thet i c with the gener~>l 
i dea . 
Ther e 's t•o things besides the ~rinciple , •~icb I 
agree ~ith - the t echnical pa rt of bow to do i t; 
but you a re holcir~ that in abeyance, so I'm in 
agreement . 

Wayne? 

n suits me . 
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I t hink i t is very necessary t hat 
your general pri nci ples and get sn 
with general principles on Belgium 
settle on details . 
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I hgree tha t ~e ought to - that it is probably 
the best t actics t o stall so f ar as Belgi um i s 
concerned, and go ahead with the others . 
I think this note, t hough, i s suscepti ble of en 
interpreta tion tht t what we era o ffering them 
is a confirmation of the declaration of January 
Jl , 1934, of the autom6tic trBnsfers of gold a t 
the gold point, and I think th~t possible inter­
pretati on ought to be eliminated , because they 
mitht Guickly accept that End •e probably woulon• t 
went that . I t hink that ought to be safeguarded 
further in the note . 

I think that ' s been -

I ' m not sure I understand . 

We 1 ve given Cochran instructions telling him the t 
if we - Ne were going to cancel that of Januar y 
Jl. 
I thought , as this note read, it l eft it open for 
Belgium to assume - all right, we declare as a 
gover nment thnt ... e are dlling to conti nue to 
act ~der tae declbration of January Jl, 1934, 
1 nd I think tha t is a resul t 11e shoulan ' t wlilnt . 

::ell, ther e ' s b place at the bottom o!' page 2 
t here, ""hich I think i s the pl6ce you referred to, 
Nhere if you insert • its" - See , it r eads "if t 11e 
Belgi an Government believes that present arr&nge­
ments for golo movements" - to i nsert •its present 
arr angements ," that woula clear tbat up. I wanted 
to get -

\'/ha t I ' m goi ng to do - let me Jus t - Herman? 

I agree tha t Cochran does not understand the 
pr oblem . I believe that it is highly desirable 
t ha t you wa i t a nd proceed with Belgium - I mean 
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Switzerland and Holland - first . 

I also ugree with Gaston that, as this note reads , 
it says to Cochran, •Our position is th=t i f they 
subscribe to the pri nciples of that t ripartite 
s t atement, then the ar rangement of January 31 is 
satisfact ory," bec~use it says thls : "If tbe 
Belgian Government believes tha t present arrange­
ments for gold movements would satisfy the under­
lying i dea of the simultaneous declaration, and 
its responsibilititos undtr the gol d agreo:ment now 
under discussion, I r egar d th~ t a s a matter for 
their deci sion. " 

l h&t •·as a s l ip . You :>ee, I d idn ' t even ha ve t.ne 
January thing in ~ind . I mean it is Belgi um ' s -

Let ' s do this thing now . There ' s no use having 
any other meeting . Let ' s just do it through . 

I fully agr ee with t he last point . I wasn't 
&ware enough of this J anu&ry '34 agr eement . 

Yes , tha t ' s what they ' re r eally asking for; 
they ' re asking us to c onfirm t hat January ' 34 
agreement . 

(Secre t ary aga in goes over draft 
and r evises, Ai t h su~gestions and 
d i scussion f r om t he group) 

I really think tha t, if you don ' t mind, the best 
tning is for you people to get tofetner on this 
and then the minute you 1 ve got the thing straightened 
out to come back agcin. Can you s ticK (to Fels}? 

Yes , I will . I think t here i s still one obscurity 
tha t is a m&tter of important substance. ·.1e can 
pnrase tuis in such a way os to still continue t o 
say tha t i f the Belgian - if the Belgi an Govern­
ment believes that its own e xi sti ng arrangements 
in Belgium governing gold movements fulfill the 
purposes of the declaration und also t hey accept 
r esponsibility 

1 
that ,.e, for our part, will let 

Lbem c err v on witn tne1r own arrangements ; nowever, 
bet.r in mlnd th~< t E t our end ~:•e plan at an appro­
priate time to .dthdr o.w the oeclaratio:: of JanUlir)' , 
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1934, ~s curli er explEined to you, and our 
system wil l be different . 

~o~ , that' s one thing . I t nink Oliphant has the 
i deG that theJ in Belgium must ~lso give up 
tneir orrangements . !low, it i s certE.inly a 
point that you would like to get clear . 

You' ll have to state thtt aga.L , Herbert . 

I t hink there are two suggestions for change 
under consideration . The first would be to 
r evise thut sentence so th6t ii would reed some­
thing as follows : "If the Belgian authorit i es -
if the Belgirn Government believes that i ts 
existing - its own existing arrangements govern­
ing the purchase and sale of gold sE.t i sfoctori ly 
carry out the purposes of the declE.ration, tnd 
E.ccept responsibility thlit they should carry theca 
out , we do not ob j ect to those ·arrangements ; we 
think tha t is a matter for their decision. " 

Then would come in parentheses : "Bear i n mind 
that &t our end we plan ~ i on ~ppropriate time to 
ltithdruw the declaration of Janua ry, 1934, os 
already explained to you . " Tht t i s, one suggested 
revision would take that form . I ' m not sure -
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Uay I give you mY i dea . I don ' t know what Oli phant 
has in mind . ~he ~ey I ' d like to put i t i s this -
we want the crux of the whole thing as I see it 
~<nd , as I see the thing , it i s thi s : '.l'e wi sh to 
point out to the Belgian Goverrunent tha t P.t on 
appropr i lite t i me we expect to withdraw the 
January )0, 1934 , statement . Yle expect to do 
business with the BelgiLn Government and hold t hem 
r esponsible , a s we are responsible , for this 
reciprocal exchange of gold . If the Belgian 
Government has a formula vhich they feel will 
live up to t oe spir it of our most recent oecl ,ra­
t i on, always keepi ng i n mind thr t ne are going to 
withdr aw the J a nuary, 1934, s t atement, we ar e 
resay to acce pt the Belgi an Government's word 
and guor ontee for the me t hod which t hey propose 
which will fit in wi th their own internal e conomy . 

Now does that - do J make it clear? 

Regraded Unclassified 



Feis : 

Oliphant: 

. ·~ . Jr : 

Ol.lph nt: 

~ . M .Jr: 

- 6 -

YEs, tnat ' s the first revision. Tbkt is , in 
substance, the first revision . 

ht toe risk of being vr~oying , I don' t want to 
let this pass <s being over-simplified, because 
i t might turn out thbt if we agree that they could 
continue to op~rnte their eutom~tic gold standard 
on Central Bank opentions between gold points, 
that after we revoked January 31 and I came to 
dr a fting the thing tru t ~1us to take its place, 
it would be exactly like January 31 . 

Wnat do you mcoen? 

Th8t that is just whllt Janu~ory 31 is . Ttl8t if 
the Belgian Government- I don ' t ~ow, I haven ' t 
tnought it through - that if the Belgian Govern­
mEnt is to cor.tinue to oper& te on ~n automatic 
gold standard between points, ordinary Central 
Bank operations between points, the necessary 
counter part of that in this country becomes the 
January 31 . 

llow Herman, let ' s get this straight . This is the 
principle ~e are going to work on. I don ' t care 
what kind of a method th&t they use, as long as -
the principle that I Wllnt established is that I ' m 
going to do business with the Belgi a n Government . 
Now we ' ll go back on the Bri t ish thing, and if 
we had stood here and insisted ttu>t we must have 
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a guarantee from the British Government that they 
will keep between 490 and five dollars , we wouldn ' t 
have any arrangement . !\ow, the British had o def­
inite home proposition thc.t t hey had to live up 
to . But in order to get this thing through I 
recognized the fact that they weren ' t ready to 
say at what price the pound should be, End tnere­
fore ~e Nent ahead end did business with t heM and 
they ore not at t -.ched to anything . 

Now, we do business with Frar.ce on a di fferent 
basis . We give up gol d to China on s different 
besi s . And if Belgium wants to have - to do 
busl ness betw~on fixed points but live up to our 
principle - I mean if they want to do the thi ng 
I ' m wi lling to do that . I think i t i s unimportant; 
that ' s their problem . The important problem to 
establish i s thGt our rel,t i onshi p between Belgi um 
end ourselves i s between gover nments . 
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!low, how they wor k out thei r own internal 
economy i s t heir busi ness . The day t hat 
Brazil, tho Argentine, comes i n I don ' t 
know how they ' r e goi ng to do . But I'm not afrai d 
of hcvi ng Bel~ium on the old gold standard, be­
c~;use she isn t important enough to swi ng the 
whole world her way . She just isn ' t ioportant 
enough . 

Mr . Secretary , may I object to your l ast 
position? 

You may . 

Granted Belgium is not important; it doesn ' t 
~atter wh~t Belgium is as f6r as the effect on 
us in toe foreign market . Nevertheless, she is 
important in a very different vmy, and an impor­
t~nce wnich I think must be token consideration of 
noi7 in 1.he light of ultimate goals which you mhy 
have established . And thct is , this is the first 
opportunity in whi ch b decision has been necessary 
as to what you wil l ao witn a country that is on 
the old gold standard . 

You are maldQ6 e plea for &n tomphesis on de~ling 
bet'Neen governments , which is all to the good , 
very necessary . 1hen, in addition t o th6t, you 
are making a stete~ent to the effect that you don ' t 
care how she implements her orror~ements so long 
as the underqtanding is within gover nments, which 
is all right , with this condition, which I think 
is important: You state thrt as long as she agrees 
to the spit' i t - Well , she will come back and 
say, "Yes, we agree with the spir it and i n cat'ryi ng 
out the spirit Ne go back to the old gold standard , 
because we envisage that as a goal to v:hich oll 
governments Wfnt to r eturn." Then you are placi ng 
yourself in this position of admitting, the firs t 
time when there was ~ cnoicc of making them stick, 
that a return to the old gold standard i s i n l i ne 
with the spirit of the goal which you or e tryi ng 
to achieve , and to th~t extent a re you making -
the next cese will be equally simple , and each time 
wi ll be a very sli ght step and each t i me t he diver-
gence will be -
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No.1 wait , minute , White ; you ' v~ rna de your point , 
I know whlit you' re dr iving at . Bow would you 
h&ndle this Belgian thing? 
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Just as you are aendling it, but I would be very 
careful of the phraseology bnd one of the things 
I would not put in - thht ltst statement, I 
~ouldn ' t put it in th6t it they feel ~t method 
is in spirit in accord, it is all r i ght . In ot her 
VIOrds , I tnoroughly agree with your appr01:.ch , Nith 
your general idea . It is merely in the execution 
of thut; it ls falli ng in certai n statements which 
l a ter will put you in a position where you will 
have to go along wi th them, whether you wish or 
not . 

All r i ght, they sent us a note on September 28 . 
~nall I say tne note isn' t any good? 

tlo , no . I am ss.ying the Approach is all r i ght. 
It i s merely n ~uestion of the way in ~hich you 
made certain phrases in whicn - made certa i n 
st~tements which will give them the opening door 
to defea t the very J>urpose for which you are stand­
ing out in the first place . 

Tlow just r minute . Now let me just get this . You 
know thr t the Belgian Government itself doesn ' t 
own any gola ; all the gold is in the Central Bank. 
Snall I simply say : all right, unless they take 
over the gold, have a st~ bili~~tion fund , I won' t 
do business? 

No , I wouldn ' t think so . And I don ' t t hink you 
are interfering with their domestic <Jffairs .1hen 
you establish the condition .that you will only deal 
with Tr"t.suries . 

,';ell , tht: only thing you don ' t w~o.nt a:e to say i s 
about tneir conducting their internal aft'a i rs in 
any Aay so us to -

tlo , I don't thi~ that should eo in. 

Well , if you don 1 t mind, I don ' t t hink this i s 
i mportant . 
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:lell, just to clar ify, there ' s two other sent&nces 
in there s~ying that the responsi bility for hr.ving 
these arrangements s erve the purposes of the declara­
tion r~~ts on the Belgian Government; but further 
in this case of -

~ay I refresh your minJs? ~et 1 s take Wexico . 
If ~e had stood on the letter of the law - not 
the letter but the spi rit of the thing . They 
had a hundred thousand - two hundred thousand 
silver pesos out and a hundred thousand s ilver 
i n coinuge , und when we talked to them ~1e Sb i d , 
"Well now, we don ' t like you getting out paper 
currency; Ne think you should keep all of your 
currency in silver coins," they explained to us 
the co~trary to what h~d been said that you 
couldn t get a Mexican peon to handle paper money . 
Naturally - 11ell - but we couldn' t tell them how 
to handle that proposition, any more than we 
could China . And all I say ls this : 1hat , a s a 
guidance, that if t he Beleiun Government says to 
us, which they have ln a formal note, that they 
r.r e for t he spirit of the tr l partite agreement 
and they want to help us carry i t out , I soy at 
this stage I consi der it t~ be a m£jor block for 
us to tell them that the Belgian Government should 
take back their gold and crevte a stabilization 
fund; I S P>' that is nont: of our business . If 
we are gains to do that, it would be much better 
to do nothlne , and I - oy whole thing that I hPve 
been doine here is taking chances , relying on 
these people , that they mean what they say , in 
order to keep these things moving . I don ' t like 
it ; it isn' t oerfect . It tsn ' t wh6t I like , but -
! much prefer.what Swi t zerland has, I much prefer 
wh~t Holland h~s -but I don ' t know wha t their 
proposition - I don ' t Anow wh9t thei r intern~l 
f i nLnce - I mean I don ' t AnON whether the King of 
Belgiun is strong , or ~hether Van Zeeland is going 
to fall , or ~bather Frbnc~ is the big power i n 
Belgi~~ . But we have laid doNn thi s thing and 
we have lai d domn this princi ple . 

~r . Secretpr y , at the risk uf i ncurr i ng your di s­
pleasure and annoyance , I insist that the thing 
is i~portant enough . 
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Well look, wny don' t you try it on these 
other fellows? 

It ' s all right with me, as long as your mind 
is not mr.de up . 

No, it ' s not mnde up . 

I'd li~e very much to go in there and discuss 
it . I Am p~rfectly sure that Feis - Henry, tha t 
Feis thlnks that you can have " gold standard at 
one end und not a gold st.tmdard a t the other ; 
th~ t the coin - you can h!..ve s coin tlult i s one 
way on one side and not on the other , it is not 
all one side . I 'd li~e to go i nto thot . 

I ht< ven' t ne6 rd F'eis say tht; t . 
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I say that the mistake which you have 
wilt necessitate leaving the order of 
in force . I 'd like to nork on that . 
whut I mean? It ' s jus t unevoid~ble . 

eu:de, Henry, 
Janw:ry Jl 
Do you see 

The purpose of Gskine you to go out is to try , if 
you can - I ncidentally , ·~r . Bewley is comine in 
here at ll : JO; he may t.~row some light on this 
thing . ~ow , the re~son I 1 lsays ask you peoplo to 
come in is t.o get together, • nd if you can't get 
togeth~r &t 1~ o 1 cloc~ let the thing go until 
·~onJuJ . 

.'/ell, tnere ls a fundaments! point . 

I think ~he 4uestion under discussion hasn ' t 
been mude clear . It isn ' t ~ question of the 
sta bilization fund, it 1.s a question of under what 
conditions the gold moves - to ma6e it cle~r whether 
or not gold moves in the f i rst. pl ace out of Belgium 
auto~rticutly when the belba drops belon the gold 
point, and t~t se might perhaps agree to; and 
then the other .uestion is und~r wh&t conditions 
gold moves out of the Un1.ted St6tes . Does it 
move automrtically in rree trading when the dollar 
drops below the golc point in terms or the Belgian 
currency? Tbat is the ques tion involved and i s 
vital to the whole propositi on. 
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No, I don't thini! - I aon ' t think the t that is -

That ;ras cleared up some time ego . 

It hasn 't been c leared up, Lnd it's the problem 
thf· t I 111 be up again!lt when I come to draw tha t 
contract . 

All right -

128 

Mr . Secretery , again at the risk of maki ng trouble, 
I reslly tnin~ t nat -

I'd love to go in and listen at the door ~hen you ­
you go in tnere «ith tnem, will you (to ~e~~rter) . 

lnere is a ~uestion to be cle~red uo here and not -
I uon ' t believe it ' s & uifficult question . I feel 
tn6t I am taking too l~ading , I ~Y say , a part in 
this di scus s i on. It is a tacnnical - tnis i s rea l l y 
a technical monetary question on which I'd r eally 
pre f er to be silent until I know what deci sion the 
Treasury reached . I 1 ll just say t his in the hope 
I can shut up afterwards : tb~t certa i nly the draft 
wa s prepared in the judgment that, though they might 
opente the automatic gold standa't'd - t hat 1f your 
stabilization fund got bclgas to be sure of getting 
gold under their l aws without any question a t the 
gold point; over h~re , certrinly that the terms for 
releasing gold to Belgiu~ be decided by you in the 
swoe type of independent decision as you have made 
in regard to f r ance and Great Britain. Certa inly 
the draft was made on t hat supposition. 

»ell, tho t ought t o be made clear to Cochran. 

Yes, and that isn' t clear here at all. 

I think that 1:!1 the very thine on which he i s 

foggy . 

Go in there for a hslf hour t<Od see wh&t you can do . 
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I 

So Ne 1re now going to describe a marriage between 
John li nd L!c.ry and John' s married but !Jary isn1 t . 

That ' s very easy . 

The tning you•re tald:ing .. bout here is a relation 
and it 1 s t>n organic thing and you can't take it 
into septnte parts like tluit . 

Le t ' s SllVe a little time a nd nave Arcnie describe 
what he contemplates doing about Belgium . 

129 

It ' s not a ~uestion of contemplating, it ' s a 
Guesti on of differentia ting between the Januc.ry 
31, 1934, statement and ~hat Nould be drawn up 
now . NoN, in the 1934 declr ration we eutom•tically 
give up eold whenever the Belgia n exchange go~s 
over the gold expvrt point and we give up gold 
to any -

- gold st~ndard country . 

No, no - to anybody who i s going to export; I 
mean any commercial bonk is - cnn get gold as 
long as they show -

You mesn when it is at thtt point . 

Yes , tnat ' s rignt . 

7lo.v then, I understood that if you are going to 
cancel that , that even if gold went up, the belga 
went up above the gold export point, under this 
new a~r&ngement we would only give gold direct 
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to the agents selected by the Belgian Tr e&sury . 

That ' s right, and Curtner than that -

Now Nait a mi nute ; let me read somet hing to you: 
"lie will also sell eold for export t o f or ei gn 
centr al banks ." That ' s January 31 . 

That 1 s right . 

I ' ll agree, but there ' s a change i n i t that -

If you analyze it, the change -

130 

I~ you direct it on t hrough, I fidmit th&t ultimPtely 
it ' s the same . But I mean f r om the practical 
viewpoint you are elimina ting the co~ercial 
banks . 

You e re doing one other thint , as I understand i t. 
You are only extending that privilege for the 
balances wnich they bove on that - that have been 
created on that particular day . In other vtords, 
you are doing it exactly as you are treating the 
British and the French and tne Swiss ; they have to 
convert or not and soy so . I s n ' t tha t correct? 

I ' ll admit tnat under tne present arrangement Ne 
onlJ £ive banAS gold for the balance that they 
ac~uire on that particular day , even right now. 
That is also right . 

Yes, but that isn' t impl icit . 

I/ ell , I tell you, that ' s one thing to be cleared 
up - that in any case of giving gold ~e ~ill only 
give it for trensactions entered i nto i n i t for 
the particular day in which gold is asked for; 
VIe will not gi ve gold jus t because t hey have 
balances. That is my idea of i t i n wha tever t hey 
do . 
May I set f or th the bas iS for my ob Jection, 
because I think it is both di f f erent and I t hink 
more fundamental than wha t i s at stake, and at 
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the s~oe time more subtle hnJ therefore more 

difficult to ~xplain ; th~refore, I need a little 

!lore time . 

As I see it, our interest in what we do, what 

errangements we make with Belgium, rests on two 

grounds : flrst and foremost, by virtue of its 

effe c t on our own policies, our own monetary 

policies - I would put that as paramount, the 

mos t important of the two; and the second is, 

we are interested in the a rrangement insofa r 

as it furthers the policy a s stated by the 

various governments to.1ard - for want of a more 

exact word at the moment, let' s soy toward 

stabili zation, realignment of currenci~s . 

!'low, with rega rd to the first point, we carmot 

approacn the problem •ith Belgiu~, it seems to 

me , intelligibly or intelligently unless we know 

*here are •e headed for ourselves, what do we 

want as a monetary standard? 

Now, I 1 m assuming this; I ' m not stating that this 

is the goal that we ought to approach . I'm merely 

assuming that there is an acceptance of the idea, 

firs t , thh t we will deal only with Treasuries, hnd 

secondly , that Ne •ant to adopt, pursue, promote, 

and furtner a policy of managed currency as dis­

tinct from the opposite goal of the gold standard . 

Why I want t o make those two goals clear is this 

simple fac t: If we a re uncertain which way we 

want to go, then I bold it doesn ' t matter •hat we 

do about Belgium . If we don ' t know which goal 

•e wknt to promote , then I hold thet the distinc­

t ion between any of the possible cour ses of action 

is a matter of no moment . If, on the other hand, 

we do know that we want to pursue a goal, then the 

question is : •:.rhich goal? 

131 

I assume that the Secretary wants to pursue the 

patn toward managed currency and not toward the 

reestablishment of the old gold standard . Assuming 

tha t - and inci dentally and also by vir tue of my 

readiness to r ead that assumption, approving or tha t -

I f ur ther as sume t ha t any s tep t aken way back here, 
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Nhich i s a long d i stance from that, must ei ther 
be pointed toward t h&t goal or away from tha t 
goal , a nd a ny step th8t we t ake now must be 
evaluated to the extent that it does one or the 
other . If it does neitner, it i s o~ no imoortance 
except on minor issues which may and which.have 
already been discussed in consi derable detail . 
If it does one or the other , then I hold that is 
the criterion upon which the whole tning may rest . 

Ther efore , t he question in my mind becomes this : 
Is any action that we can take with r egard to this 
Belgi an issue , which is of no importance i n and 
by itself because of t he unimportance of Belgium 
in our general international finRnci al arrangements -
b~t does t he ar rangement tend toward the di rection 
of the gold standar d or does i t tend towa~d the 
~irection of mGnaged curr ency? 

Now, l et me pause there for a moment and say: 
what difference does it make to us whether Belgium 
adopts a gold s t andard or adopts any other standard? 
Ve may be interested in a particula r s t andard for 
ourselves ; ~~hy should 11e go a step further and 
say we want to i mpose our parti cular system on a 
tnird country? For this r eason, which I think i s 
important : The United States could not and would 
not stand out alone on a managed currency if other 
currencies went back to a gold stbndard ; it would 
be only v s hort space of time before the forces 
Nno f a vor gold, the gold standard - and they are 
very po;rer ful · nd many - xould say , "Why, t h8 t .. as 
all r i ght for e n interim, but every other country 
has r eturned to the gold standard . There is no 
longer any use for your stabilization fund ; there 
i~ no longer any need for those a r rangements ." 
They will say exactly wha t Belgium is s aying right 
now: tha t the stabilizati on fund was an instrwoent 
needed for a particular occasion, and is no longer 
needed . Tney will s ay wha t England says right now, 
al though i t doesn ' t ac t in tha t direction; namely , 
t hat n.,e wi ll r eturn t o a gold standard" .vhen, if, 
and as; 6nd they will s ay whPt Netherlands ar e 
saying. And so you will find that the United St a tes 
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ln five years or more, depending upon how 
quiet the sitU&tion i s , will be pushed back on 
the gold standar d , somet hing very close to the 
old one . 

Now, assuming further tha t you don ' t want tha t 
t o be done - why? Bec~use the t est of a gold 
standard is not during periods of quiet, smooth 
operation, in which there ~re no severe cycli cal 
movements one way or the other . The test of a 

gold standard i s at a t ime of strain and stress ; 
and therefore, the danger of going back before a 
time of stress and strain appears , I think, is to 
be strenuously avoided ; and therefore, I tiJUl.d wi sh 
to do whatever is possible or desirable to do now 
to a void going back when things are smooth, in 
order to a voi d goi ng off when things are bad . 

~33 

Now t hen, what significance has this pa rticular , 
step? hre we making a mountain of a mole here? J~l 
I think not . I think that if we are to say t o 
Belgi um, "We want to do business 'lfith the Treasury 1 " 

that ' s a ll to the good ; I think at least that much 
should be said . But if we further say to her, 
• Now, how you may do it is your business, and if 
you fi(l(l that any arrangements you make are in 
accord with the spirlt of our pronouncement of 
such and such a date, then that i s all right with 
us ," that is equivalent to giving our endorsement 
o r the fact thrt we r ecognize its gold standard 
may be a legitimate ins trument for achieving the 
kind of stability thf t ~e would wish to achieve; 
and I hold thht we are not ready to cake any such 

recogni t1on . 

There' s a shor t way to say tbat - would be just 
t o say : they ask us, "Are we eligible to receive 
gold under t he proclamation of January 31?" and 
the short answer, if you want to s ay l t, is "Yes, 
you a re.• That ' s all there is to it . 

I ' d like t o finish this i f you think lt i s impor­

tant . 

I think it i s very important t hat we spend a little 
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time in articula ting some of our ma jor premises -
I mean in our thinking around here . 

I would like to know wny Harry thinks that tell­
ing Belgium, "Well , th~ t • s your business and 
that ' s your opinion" means tha t we s ay tha t that 
is possibly s atisfactory to us a t some future 
time . 

Well , befor e I answer that, can Ne agree so far , 
so we •ll know where our point of departure is? 

L~t me interrupt once more and say t h is: Let ' s 
Lssume we don ' t know whether our ultimate obJective 
is t he old gold standard or the managed currency . 
On that assumption, we should r efrain from sction 
which predetermines one development or the other . 

Refrain compl etely - not prejudiced • 

All right, check . 

We don ' t ha ve to soy - take oction which lends 
only this way or that way . 

Check . 7/e assume .ve don 1 t know . 

I' ll even go further; unless we are prepar ed to 
say that >1e want to go back to the gold standard , 
then we should refrain from action leading in 
th.& t direction. 

hll right, do y~u think tha t doing business with 
Belgium on a day to Jay basi s , which says that 
t he best method of handling its monetary affairs 
and transfers and so a nd so happens to be the 
gold sta ndard, does agree in any way or i ndi cate 
a direction? 

!low, I think t he question you are asking is a 
d ifficult one t o answer, and I will further admit 
to the staff t hLt the cose we are considering , 
I "ould say 

1 
i s n ' t a strong one, that the impor -

tance is small. 
Le t me pursue t ha t by a roundabout way , i f I may . 
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I nold that, in the de t ermina tion, in the pursuit 

of any pol icy of government, there rarely comes 

an occasi on when you can say, naere 1 s a clear cut 

decision between this point, this path and this 

path, n that usuall y the d ifference becomes , the 

difference appears very slight at firs t, like a 

crack in the ice . We can take &S an example 

Grelt Britain' s political policy , if I may in­

truJe on your field superficially; there have 

been occasions when she bas said, "Oh, t h i s isn' t 

very i mportant, whether *e do this or that, " and 

a few times like tha t and the f irst t hing you know 

she hks developed a line of policy; the fir$t thing 

you .mo.T, e a ch step provides the b6sis for and 

leaos i n the direction of the next . 

I hold that such i s the situ~tion witn us now. 

The distance between the two , I ' ll admit, is very 

slight. I f the di stance were very not i ce&ble, 

He would have no difficulty in co•ning to an obvious 

decision . We would say, "VIell , 1t1 s the gol d stan­

dard or managed currency; there is no choice . n 

hnd the fact mus t be reali zed thA t most gover nmental 

policies in wes t ern civilization ure created by a 

process of accreti on . 

And precedent, whicn is a part of accreti on. 

Therefore, I would say thtt the importance of this 

lies not s o much in t he difference , but i f Ne can 

demonstr a t e to your sa tisfaction that there i s 

some difference , you see - so=e difference; and 

if t he difference l ies on this side rather than 

the other, then I should say we should be very 

careful f r om taking any such step which would be 

other than - which might be i nterpr eted as being 

in the direction 'll'hich we don ' t wont t.o go . Rather , 

t he alternative course would be to r efrain co=pletely . 

And Nith tha t prelira~nary , we will attempt to 

answer -

Can I i nter ject something a t this point? It 
reminds me of a position which we aight t ake . In 

other ~ords, we happen to think that our form of 
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government is a democracy and that it is the 
only thing that is good for the ~World . See? 
•rnerefore, having t hat in mind, wey , any weak­
ening of that point of view - in other v.ord:~ , 
i f ~e believe in a democracy , why , if we recog­
nize that there is such L thing in the world as 
a monarcny , why , ue can't talk to them because 
that ties our hands ; th11t ties our hands so that 
we 11re gradually working towards a mo08rchy . 

While we na ve White off the floor , let me answel' 
that . That overlooks the thing which, if I may 
be permitted to say , Feis w11.s overlooking ; that 
is, whether there is a democracy here and a 
monarchy over toere are disparate and oisJointed 
tnings, but an exchange rel, tion is a unitary 
t hing . It is one thin&, it is not two things . 
It's & coin; it just has two sides, there are not 
two coins there . hnd you can' t, from the very 
nature of it -

I don ' t think it is just &s precise as that . 

I think it is; you can' t deal with me if I can1 t 
deal with you . 

Let ' s just assume that you are '' Chinaman for 

.l36 

the minute, and I am an Armenian. Now, you 
haopen to - for a long p~riod you nave h'd cer­
tain types of silver tokens, you see, which were 
pretty good ; and noe you could, by turning th~m ln 
at a certain point, turn a profit . You do busin~ss 
with an Armenian tha t didn ' t like those s i lver 
tokens . There was a bridge thPt had to be crossed . 
I, an 1 rmenian - I had square money, whatever the 
hell 1l. is they used for money . And there are not 
two sides to the one coin. 

~ell , when you come to trLnslnte one into the 
other , the mechanism by which you do it iS an 
organic , unitary thing . 

1iell , • eyne , oo1r do you suggest - I cean wh11t 
mechanism do you have in mind on this thing ln 
case they come back and allY th&t? Would it be 
a censor like the JanUHry Jl arrangement? 

No, I think tha t may -
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~r . Haas , may I say here - ~r . White was bringing 
out the ,uestion DS to when something comes up 
there is a small crack, there is some little line 
!n one direction taken which d e termines the direc­
tion of policy . 

.!37 

Now, as I understand it just now, some feel that 
if we deal with the BelgiLD Government the way they 
say ,qe are dealing with r.er - they say that we have 
simply set up again the January 31, 1934, d.clLra­
tion - of dealing with ~ gold stllndard country. 

No~ , my fe~ling from the technical viewpoint was 
t~t ~e were going to c&ncel that end -e were going 
to change it slightly , I wi ll admit on the basis 
that we will s till be detling somewh~ t with a 
centrbl bank ; but we ere not doin( the same, the 
accepted 1vay of the gol d s tand&rd . !lor., in ~ 
mind , I thought thtt th~t was the point, that s 
where we ,qere showing whft d irection . In other 
words , I feel that that possibly is as far as He 
can go on it at the moment . 

I mean I am looking ot it from the practi cal view­
point . What can :c do with the least di sturbance 
now and still keep on the right path? Now, to my 
mind I thought that was movine in the directi on we 
v.10.nted plainly enough. liow, to my mind I thought 
thLt was plain, when we cancelled that January 
31, 1934, declaration and made them dea l direct 
with us instead of allor.ing the olo commercial 
banks to draw out gold under the old gold standard, 
that we were making l distincti on between the -

In other words , r.hen you channelized the flow of 
gold - th~t was the main ui s tinction. 

You could do it on a day to day channeli?ed basis, 
absolutely contrary to the principles or the 
tutomotic gold stand~rd . 

In other ~ords, I feel that any of these things -
you can only, no mbtter what directi on se are 
going or nant to go - from a practi cal viewpoint, 
you can only go so fer 1-t a cer tain time, and I 
think tha t maybe this is as f ar , from ~ viewpoint, 
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as we can go at this time . And yet, I don 't 
think that it commits us to the gold standard . 
You see , I'm Just simply speaking from my v~ew­
point of the exchnnge man that ' s handling it. 
Now, I think to an exchange men that does make 
a break when you call out here and say that the 
banks here are not allowed to ship gold over. 
Of course, you are de6ling with business men and 
others who don ' t see it so clearly , but it i s 
recognized as a change in international monetary 
circles . 

Viell , I think Harry makes 11 very good point on 
this thing, thrt rec6rdless of bon we work this 
thing out, the fundamental force always is the 
line of least resistance, lna when things get bfck 
to normel , the line of least resistance will be to 
go back to the old gold strndard, which will mean 
that out of the depression we practically learned 
nothing, accomplished nothine, made no improvement 
in our system . 

l38 

CasseJ told me tht·t when I was over in Sweden; 
that ' s what he was feurful &bout : when times bacome 
good, they are lil•ble to Just revert back to it; 
then a new depression and the same thing over again. 
He wasn't t oo sure that might not happen, and that 
it would t ake another catastrophe of these propor­
tions to finally oducute the world along monetary 
lines . 

But I ' d like to he~r Harry say -

I'm agreeing, but it ' s just a Question of distinc­
tion about how sharp your digression has to be 
from the angle, the w&y you start there - how fer 
it has to be and how far it is practical to be . 

Nell , I think we can cct down there if we bear 
what Barry says . 

ilell, a lso I' d like to have Harry state again, 
after these various r emarks I have made and other 
people b.ave made, why this par ticular thing looks 
so important to him . I meun why does be recognize 
thJt as a serious ob jection &ll,)· mor e than the 
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recognition of the Chinese silver ~greement? 
And we are doing business with them . 

I ' d nave to premise that vith wh9t I have said 
before, because I maintain th&t the pl &nc of 
discussion has c.rrived at a plane of subtleties 
and ~e bre ~ealing r.it~ subtleties here we ar e 
not dealing with a clearcut issue. And

1

I must 
make my case on the strength of these narr ow 
differences . 

I am s aying that as a preliminary because I 
admit c.t once that the difficult y betfleen what 
was suggested originally before any of this dis­
cussion came up, which i s being suggest ed now, 
~nd which I have in ~nd only slightly mojifi ed -
I hold that the difference is very slight . 

You will re~ember, if I can carry back the con­
versation to whEt ~&s said earlier , there were 
those who held th&t it made no difference whether 
you dealt with central banks or with Treasuries . 
The position that some of us took then was that 

1.39 

it makes a pr ofound differ ence t ha t 'lie insist 
upon the dealings being stil ted as between 
TreHsuries , with t he central banks as their fis­
cal a gents . Wby? Because it mckes any differ ence 
in actual oper ati on? No . Archie will tell you 
the t 8 ny time . Aeyone knows bow these operations 
proceed ; it aoesn ' t make eey difference. 

But we were establishing 8 principle . V:e wer e 
fighting for a principle which we wanted to lay 
down because of its importance in the direc tion 
it took . And I am gratifi ed to note that that 
has become the pl ane of d isc ussion, that the dis­
cussion no longer is between central banks end 
Trer. sur i c s . 

But the ,uestion now is whetner Ke are achievi ng 
our end as between Trea~uries by r parti cul&r form 
of sta~ement r ather than possibly by a somewhbt 
mod i fied form . In ot her -ords, we have moved 
over in the direction of away from, shall we say, 
the old gold standard . Now we come to a difference 
which i s less subtle - I mean l ess importan t - than 
that was, 1md one which certainly I wouldn ' t feel 
so keenly about as that wi th regard to dea ling with 
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Tt•eusur les end not central banks . 

And the d i stincti on is this: Do we want to say 
by a s tatement to the Belgian Government in effect 
that " Ne Nant to deal with your government and •e 
ere ready to deal with your governoent, so long 
as you agree to &bide by the spirit of these arr&nge­
ments as set forth - these principles a s set forth 
in tha t September 26 statement , a nd how you permit 
the parti cular mechanism to operate is a matter 
about which we have no concern•? We very definitely 
hove a concern. Suppose thtt thoy sald - I nm 
saying suppose - they snid , "We 111 per m! t private 
commercial banks t o ship gold ." Immedi ately we 
would s tep in and say no . llould ;o;e by tlult fact 
be interfering Nith their domestic situution? 
·:;e most assuredly would, l'S we alw~>ys i nterfere 
with t heir domestic situation •henever there is 
a ny agreement of a01 kind r el 6ting to poli t ical 
or economi c factors; only in that I think every-
body would ~gree th: t the i nterference had been 
justi f i able, because we di d not want to see the 
monetary system t~:.ke tha t dJ.r ecti on. 

Let ' s come down to brass teoks . Does t his 
acceptance of the Belgi~n position up to non 
lead us tow~>rd ~ further strengthening of the 
position of the gold stand~rd? I definitely feel 
that i t does . nnd I reel that if Ne can mnke it 
a little less ~esker by making i t cl e&r i n our 
sta t ement, as I think most of the statement di d -
I like tlu• t statement very .11uch; there were only 
a f ew phr"ses and only the addi t i on that the 
Secr etary made the• I had some ob jections t o -
if we can make it clear in that statement that we 
are still dec ling Nith Tretsuries and thnt thq 
Treasury can desi gnate any 11gency it sees fit as 
its fiscal a gency, and t hat if it doesn' t sec fit 
to ctesign~te any fiscal agency, then I woula go 
further a nd say I don' t see •by there i s any need 
for any of this; 5e don't need any a greecent. 

I say that Nhat is at stake here is solel y the 
a1rection we give monet~ ry policy - nothine else. 
Belgium can continue to oper a te with gold between 
third countries . She either buys and sells gold 
on our t erms, which vre very r easonable, or she 
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can conti nue j ust as though we were of f the 
~old standard completely and hnd no gol d . 
So I would soy t hat the opportunity exists 
for making a positive step - no, let me rephrase 
that - ttu:t the o. portun1ty exists for ;: voiding 
& positive step toward the golo standard , and 
we ought to take t ha t OPi·Ortunity ra ther than 
m~ke of it a positive step t oRard the gold stan­
dard, because I bold that the whole thing is not 
i mportant except i nsofar as it does that. 
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See if this is on t he line of whbt we want to say. 
It may not be at all; •we are not concerned wi th 
the mechanics of the day to dLy transactions on 
the Belgian end . :.'e do not regHd a stabilization 
fund as r. necessary ret.uisite to an ~<gree!llent , nor 
do we ob Ject to dealing with the Belgilin State 
Bank . But we do regard it as necessary tha t the 
governing errangement and £11 trr.nsactions nave 
the approval of "he Belgian Government and are 
desired by it for the purposes of safeguarding its 
currency . Further transactions are not to be on 
the basis of the J anuary 31, 19.34, d eclarotion 
wi th r espect to sales c! gold by the United Stutes , 
but gold will be r el eased by the United States i n 
exch[nge for dollar credit only in settlement of 
currer.t t r Lns actions at a price presently fixed 
a t :35 per fine ounce plus one quarter of one 
percent. but s ubject to ~benge on £4 hours ' 
notice . Reciprocally , it i s proposed that t he 
United St a tes stabilization fund be permitted to 
acquire gold for belges for similar purposes and 
under similar circumstances at the pr i ce currently 
established by Belgi um ." 

One thing thot you said , about getti ng gold from 
us - I thir~ we have to narrow tha t down "through 
d irect oper a tions of the fiscal aeent of the 
Treasury . n 

~ell, is that i n general concretely what Ae want 
t o te 11 theCJ? 

I think we will come to ~n cgreee~en t that we •ant 
to deal with Treasuries inste~d of banks . But 
now we are going to a second point t her e and we 
are trying to say that what t hey have to do wi t h 
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it should be on a no gold standard or managed 

basis ; we a r e no1v st~rting in one s tep further 

and tha t is where we ar e splitting on it . Now: 

I agree with Harry r i ght here now that I don't 

Lhink that the Belgian cose itsel f i s i mportant 

enough that we should mve to be rushed i nto 

a nything, a nd certainl y H we don ' t underst&nd 

~&ch other clearly I ' d hate to see us enter into 

any arr angement which we are not entirely in 

agreement with . 

I want to give you my impression of the discus­

s i on up to the pr esent t ime, particularly a s 

rega rds Whi t e ' s statements . 

As f"r as I &m ac u&inted ,11th any official 

stat ement of American monetary poli cy in thi s 

f i eld, it is contained in the triparti te declar a ­

tion. The Belgian Government has voluntarily 

s"id it joined i n t hose purposes and principles 

ther ein embodied . As a natural development, 

means for the reciprocal purchase of gold and 
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sale of gold are being worked out . The arrange­

ment s uggest ed in tha t first dr~ft was that the 

Belgian Government now assume full responsibility 

fo r the way in which such gold ar rangements work 

in order that they might s erve the purposes and 

policies of t he tripartite declaration ar~ not 

operu te c ontrbry to them, and they ar e put on 

notice that if contrary is the case we wi ll take 

it up with the Belgian Gover nment and not with the 

Bank of Belgium. 

I f the Belgian Government holds the opi nion tha t 

an important government commitment, in accord with 

American policies as fa r as it has ever been 

offici ally f ormuleted, is carried out by its 

existing laws, we accept t hat fact . 

At that poi nt, White seems to me to step i n and 

say, nwe•ll punish you f or carrying out the 

oper a tion of these poli cies and principles through 

e central bank under t he gold standard . ~e won' t 

per mi t you to do it . You may profess complet e 

i dentity of purjlose wi th us , you may Join with us 

for the objects that Ne sai d w~rB ot the base of 

our policy ; but if you wa nt to do it wi thout a 
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stabilization fund, by leavi ng the conversion of 
gold in Belgium and in Belgium solely, to be 
carried out under your gold standard arrangements 
we will punish you, because that might work con- ' 
trary some time in the remote future upon the 
development of monetary policy here or elsewhere ." 

I think th~ t is formulGting an independent policy, 
a per sonal policy, and one th~ t goes far beyond 
anything I knew was under consideration in these 
d iscussions . 

That certainly requires an answer , because I 
think that is a very profound , devastating 
criti c i sm . One can select one ' s words &nd use 
"punish," but it doesn' t fit because it is not 
a punishment to Belgium. I pointed this out . 
I ' m sure Archie would tgree it ' s not punishment 
to Belgium of any signifi~ance - whether she deals 
with us . 

As I get l t , it is no punishment on the mechnnical 
operation. What I am afraid of in this whole thing 
is tha t you are goi ng to drive this right out into 
a publi c di scussion . Now, I don ' t think we need 
to fool ourselves - that most people, when they 
reacted to this question of the tripartite arrange­
ment, they reacted to the question of stability . 

Now, s t eb1lity means different t hings to diffetent 
people . To the main mass of people st6bility s till 
means the old gold standard . You know that if you 
go down and talk to the a verage man - I mean 
financial man - that has ony ideas at al l - you ' ve 
got another group there, tl~t is , s tudent~ - but 
your main class are not students; they just pi ck 
up their ideas about i t. If we drive this out in 
the open Just now, you are going to have your whole 
thing Just dripping right out - I mean, Are we going 
to have stability or are we going to have managed 
currency? In other worJs, they 1 re not going to l et 
you st~nd on stability ; they ' re going to say 
mana~P~ currency . 

It ' s all right; that i sn ' t up to me to decide 
what should be done . I think we should recogni ze 
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wha t it is going t o l ook like . As far as 
~e are concerned , I mean bs f ar as mech~nically 
chengi ng gol d , we can do it through any one of 
these opers ttons . The i des is : •ih&t i s t he 
publi c and the wor1d going to thi nk on t ha t? 
I think - I feel th&t you ar e goi ng to dr ive i t 
right out . 

Now, if we ar e r eady f or t he t , al l right ; but I 
think you have t o r ecognize t ha t . Tha t ' s why 
I was saying why can' t ae work Bl ong , t hc t i s , 
wait . By br eaking that of January Jl and 
cilanging, we are still s rving our line of 
direction . But yet, you were -

~ell , tnere is very little difference in our 
positions . I a~ concentrati ng on that litt le 
difference . ~nd I ~ant to ansKer t hat - f or 
want of better words, let ' s say cri t i cism or 
eccusation . In the f irst place, my incentive, 
such as it is, i s due to a per sonal pre~ilection 
for a porticular s t atea policy , whi ch I thi nk 
is wholly beside Lhe poi nt , because I star ted 

1 • • ... .,. 

out with the assumption thr· l the Secret ary di d 
not know ei ther whi ch of the t wo he wanted or 11ss 
not certain that he wanted a menaged currency but 
was certai n t hat he did not want to r eturn to the 
gold s tandard &s things looked now. I am a ssum1ng 
that or would go even further , tha t i t doesn ' t 
m&tter ~hich he has l n mind . ~Y positi on her e is 
merely to poi nt out thP t this step which i s bei ng 
taken leads in t.hi s di rection r"ther than tha t 
directi on. .'lhi ch direction the Admin1stru tion 
w&nts to go i s not a ontter t hat will be deci ded 
here, and ther e i s no prttense upon any pL r t that 
such deci s i on *ill be made her e . 

But i t i s necessary no t t o l et the Secretery 
be taken i n by slight changes and smooth st< t e­
ments so t h3 t he 1s dr iven into a posi t i on wher e 
he has no l onger tho choice that he has at t his 
moment . Tha t i s why t insi st - not i nsi s t , but 
I said and s oy t ha t he should unders tand tha t i f 
this step i s bei ng t aken he is to t ha t ext ent 
moving a l ittle closer towar d t hat par t whi ch 
makes i t easier t o fol low t his goal r a ther than 
another . 
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So I say tha t your sta tement that I am t aking 

t his position because as a personal matter I 

feel that this is the case rather than the 

other - I think is besides the point. 

!low, secondly you say we are punishing Belgium 

because she doesn't Nant to follow the kind of 

system we do . But I don ' t see it in that light. 

I see it merely in the light Nhere a country 

comes t o us and says , "We want to make certai n 

arrangements . We have r ead your s t atement and 

we subscribe . ;ve are ready to take certa in 

ac tion. " And we answer: "Good . We are glad you 

will join us . The conditi ons under which we 

entered this ar rangement wi th others were tha t i t 

should be among Treasuries . 'lie wi ll enter t he 

same arrangements with you, and you can designate 

a ny agency t o act for you tha t you like . I f you 

don't wish t o abide by what we consi der to be the 

conditions under which we wi sh to operate, tha t 

is your affai r . Ther e ' s no pressure agai nst you; 

there ' s no punishment . You c an easily operate 

through third markets . Your desi re to operate i n 

the Ameri can market is not one upon which depends 

any grea t degree of prosperi ty or where there is 

any grea t monetary loss involved . You merely 

want t o Join this agr eement . Good, we 1 l l let 

you join this agreement; but in our statement in 

which we finally come to some conclusi on, we want 

to make certa in that in accepting you as one of 

those who ere subJect, illho are gi ven c ertsin 

privileges here in our gold marke t - we want to 

make certain that by that act we do not commit 

ourselves to an endorsement of the kind of system 

which we are not r eady as ye t to approve of . " 

Now, in other wor ds, putting i t as you put it 

puts a very different phase on i t , because you 

r emember th~t I sai d that t he statement as you 

read it I t hought was excellent , with certP tn 

slight modifications, and aoong those modifica­

tions I would not wish to put it in that anything 

t ney select or any way they wish to engage i n gold 

oper ations is all right wi t h us. That's where the 

d ifference £ppears . Aga i n I say the difference 

i s not great in length, it i s merely e question of 
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emphas i s; and I t hink thr t easily the phr ases 
could be worked out so the t it would not iu ve 
the kind of emphasis which I think leads in 
that di r ection . 

I move 11e merely omit the sentence . 

Herbert had somethl~ written out . 

There ' s one point I ' d like to make, Harry , which 
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I made last nieht Rhen you weren ' t here, because 
I thi.~ it is -ell worth bringing out this point . 
'Then we m~Je thls declaration with the British 
&nd the French, the only uestion "bout returning 
to r.ny kind of a ste ndard which •rt•s raised was 
raised by the French, and every time in those dis­
c ussions the French ?Ut in phraseology about the 
raturn to the interna ti~nal gold standard - we 
didn' t get any agreement wi th the French at all 
tb&t that •'lasn' t the ultim~ t e desi re ; Ne si mply 
stated that at this point i t was not desi rabl e to 
include taat . '.'le hbd exactly the same experience 
with the Bt· it.l.sh . I ncl u tl ·.e got in those nego­
tiations wus an omissi on of certain ultimate 
desi res which may .; till be present a s far as 11e 
.tnow on the p· rt of both thtJ Briti sh and the 
French . 

::ow :Ye come to t.no ther country v.ho s ays, "'lie 
neve a cert£. in ool.nion . " There is nothi~ i n 
the oublic st> t ement and there is nothi ng in 
anythl~ else thLt alters the position which we 
took vi s - r--vis the British :;oj vis-a-vis the 
French ; nor does it clter the positi on of Belgium 
•t this time or wh· t m~y be t he positi on of France 
11t this time, or what ~ty be the position of 
t.ngland at this time . I t hink :1. t is very v:ell 
to empht.size it ~t this potnt . 

I agree with you, a nd sga tn I say tha t I think 
t hat a s I remember f rom - as I remember f rom 
reading there was nothing in there tha t I cldn' t 
think fitted in from my point of vi ew . 

In e ther words , we elimlnat ed that statement from 
t he oublic declGrati on, but we did not get a n 
agreement on it . 
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~ay I near what Gas t on wr ote . 

I was just t;y i ng to ge t over the simple i a ea . 
Probabl y t ecnnical l y i t has some nole s in it . 
Her e 1 t is : 11 1Ve are not concerned wi t h the 
taechani cs of t he d ay to d ay transactions . . • 
. • • ( et c ., as on p. 13) " 

I don ' t know. •ha t ' s not very much diff erent , 
because i t i s less than 24 hours ' not ice; no~ 
i t is on one hour noti ce , under this January Jl 
thing . 

T.ell , I t hought the essential t hing i s to make 
it plai n t hat we are not going t o - we ar e no t 
proposi ng to operate under t he J anuary Jl . I 
thin& it prob~bly needs to be spell ed out more 
accurately . What ~e are proposi ng is an ,gree­
ment which i s in so:ne sense br oader and some sense 
narro.ver than the J anuary Jl . 

You can' t evoio t he s tatement t hat you are going 
to give up gol d under 1·eciprocal conditions, and 
tha t one of her cond i t i ons thht she mAy set wil l 
be t ha t when go ld re.•ches this poi nt she wi ll sell 
gold and when it reh~bes thi s point she will buY 
gold , and t hose points may be a ~uarter percent 
or a half percent or two percent separated . Thr t ' s 
something we can' t t~~e issue ~i th ; I don ' t t hink 
we can avoid that . All i t seems to me ~e ought 
to do i s na ve the clef r understendinf thot i t is 
bet ween ~reasuries and th~t there ere two alt~rna­
tives : ei ther th>t t h& Central Ba~ is thei r 
fiscal agent , or 1f .~e don ' t wi sh t o U.ke tha t 
posi t i on t hen we can take some such position as 
i s i nd i cated in this ; nsme!J, that we still feel 
·1e are deal inz with tne central government and 
she can, i f she wi sh, permi t the Centr a l Bank to 
engage in t hose oper ktions, providi ng she has a 
check on Hhe ther or not oper a t i ons are 1n a ccord 
with the pri nc i ples a s stated in September 26. 

All right now, supposing your s t at ement i s just 
tha t , I don ' t need t o change January Jl one iota . 
And you can ' t r evoke it unless you pr oduce some­
thing t o t ake its pl ace . 

Where i s t he pertinent part of the January J l? 
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I• ll read it t o yo~ . 

Leave out the export point in your statement. 
~aybe th e effect of how it oper a t ed would be 
very si milar , Berman , but have it s pelled out; 
a nd the pri nciples on which they oper ate ar e 
u iffer ent and t hey are i n accordance with the 
arraogel!lent s we now hr. ve with England and 
Franc e . 
They a r en ' t , and they ctin 1 t be in accordance . 
nrie will sell gol d for e xport to f oreign 
central ba tiKs whenever our exchange r a t es with 
gold s tandard curr encies reach t he gold export 
poi nt ." 
The same s pelling, the same t erminol ogy , as 
with England a nd France, ~nd t ake away tha t 
expor t point stuff . 

That brings out 
talking about . 
i t i n t erms and 
of currenci es . 

thi s littl e split that Barry ' s 
I l!le~ n it ' s sme ll , but i t puts 
or gani zation of the other type 

You can ' t a void the s t a tement t ha t you wi l l buy 
a nd sell gold ~ t a price set fr ol!l day to day, 
and I don ' t Kno.v c. s you 'lliSh to a void it . '1/ha t 
you do :.i sh to r.void l s 'll'ha t George pc:- l.nts out , 
that t hose a re expor t-import poi nts , and tha t 
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does make a di st i nc t i on . I me&n no ma t ter wh~t 
your statement would be, i t would be a declara t i on 
of an i nt enti on t o buy &nd sell gold at certai n 
pri ces, wit h the f ur ther provis i on t hat t hLt price 
may change fr om t imo to t ime without notice . 

Further mor e , it has to come thr ough one channel, and -

It now nas t o come through one channel . 

Yes, but you could spel l i t out in t hi s t hing . 
The public thinks it is a r egular gold standard 
whi ch t hey are not aw<~ re of but '1e ar e , even on 
the ol d decla ra tion . Do you see? 

Yes , I thi~ so . I don ' t s ee how you can avoi d 
such a s ta tement . 
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As it says now, •will sell gold for export to 
foreign central banks ." Th~t would be all 
right . 

To sell gold . llo, you ' re not going to have that 
statement, all of it, in this statement. 

Now, wait s minute . 

You are withdrawing this statement . 

Now, w!>it a minute . The Secretary i s an Ol'dinary 
human unt.l.l he i s clothed with an author! ty ·~Which 
he gsts by virtue of presidential approval, and 
his cloak of that authority hLs to be fixed in 
language . OtherRise, be bas no authority to do 
this . 

\'/ell, "hat authority h~s he to buy and sell gold 
with Englond? 

It is represented by the press release of October 
13, 1936, no more, no less - because the P!'esident 
ha s approved it . The Secretary wi ll sell gold to 
the exchange, equalization, or stabilization funds 
of those countries whose fundslikewise are offering 
to sell gold to the United 8t a tes . Now, the 
autnority of the Secretary to sell gold will nave 
to s pell out to whom he t s going to sell gold . 

·.~ell then, couldn ' t we phr ase the s tateoent exactly 
similar to tha t , substituting the words •governments 
or their f i scal agent s , or their central banks"? 

That wouldn ' t be true , because under this arrange­
ment , the Bank of Belgium is not the fiscal agent, 
it 1 s tne principal . 

But it seems, if tney wers to designate someone, 

that -
If they abandon their position, if they completely 
abandon thei r position and say the purch£ses and 
sales shall be for the account of and at the risk 
of the Treasury, the Central Bank bei ng thO f i scal 
agent , then that would be true . 
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Well, here ' s another suggesti on, that you can 
say , instead of usi ng the technical phrase 
"fiscal agent" you could say "with governments 
or such agencies as the governments may desi g­
nate and whose actions the government assumes 
full r esponsibility for . " 
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~ell , listen . You can make anything you want to 
say to the public just as weasel-worded as you 
~Vant . But wl'>en we come to go to the President 
to ge t the authori ty for Uorgenthau to act, it ' s 
not going to be weasel-worded; it ' s going to be 
exactly defined . One of' the necessary points 
is that he can sell gold . First, to whom? !<low, 
that won ' t be weasel-worded. He will either sell 
it to the Belgian Government or to the Central 
Bank . 
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October ~o. 1936 

At 11:15 this morning, Ur. Irey, ~- Oliphant 
~nd ~· . ~cReynolds d iscussed wt th the Secretary the 
investigation of Harl~ F. Uo~ton and Clarence F. Pollock. 

Hll, Jr. read the l!ll'mOrllndwn prepared by Irey on 
tnic investigation. (Copy of repor t 1s att ached .) 

It ~as deci ded that Pollock shoul d be suspended 
from the service and HU,Jr. suggested that Uorton be 
g iven a leave of absence without pay, which he r eel s 
will acco~lish his objective and take Morton away !roo 
hh desk . 

~- Oli phant 1nqu1rcA 1! Uorton while on a leave 
ot abs~nce r.1thout pay statue could e1gn e:ny papers s i nce 
he still had the tltle of 

Inasmuch a s t ho conferees could not come to a de­
o1s1on , HU ,Jr . asked ~- Ol iphant whether he ~ould be 
satlsfled to leave it entirelY to t he J udgment of 
Uc . t.:cReynolds and Ur . I roy to decide what diepos1t1on 
to mc!:o of !.lort on . Oliphant e1greed to leave 1t entirelY 
to theeo two men. I rey will send t he secretary a mel!lo­
re.n~nm :>•ltl lng the dec talon thl'Y come to . 
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Tba facta end clroumatancea recited herein relat­

Ing parti cularl y to Harry Jl. Morton ware not diecloaed 

tbroll&h investigation or speciti o chargee "481net bUt. 

;:,ey Cetle to light t hrough inquiriea which o.aenta or 

thla Obit ware caki ng of oertein alleged unethical 

nracticea by Bank and pOllard, attorneys practicing 

before the Treasur7 Department. 

we tind that !Jr . Morton firat leid h!Juelt open 

to auapiolon among a rew or hla otficiol aaaoclatea 

dwrinr tba tall ot 1;35 . At that tl~e bo ocoupled 

the pca1t1on ot SPecial Attorney In the ottice ot the 

A.Sa lstant General counsel and waa detailed to aaalat 

In the prosecu t i on ot a number ot customs traud caaea 

in 1/&W York C1 ty. l'lhile there he resided tor a tiM 

ot the Barblzon-Plaza Hotel and waa 1n tlm4taly as­

sociated with !!arry w. Bank, the enrolled o.aant . 

In August, 1935, while In a conference with a pprox­

~taly f ltteen other repreaentativea ot the Departmolnt , 

held 1n t he CUstomhouse a t New York , L:orton openl7 ex­

preased his dhappro-ral ot tbe Technical starr or t he 

Inter nal ReTenue aa a departmental o.aancy to negotiate 

for t he settlement or tax caaaa. Tbla 1nfo~t1on came 

to ua trom one ot the parties preaent, but, tor ob'Wioua 

reaaona, baa not yet been •eritiad. These remarks ot 

!Jr . Morton • a became known to eeTeral lllelllbera ot the 

reohnical s tatt . ""d great concern •as tel t in that 

crtaeization when, in january, 1;3&, be waa appointed 

Ac ting Bead ot the Appeals D!~sion. 

Tbe aaaociatlon ot Bank end IJor ton oontlnued t o 

be very oloae, and their actions were ouch a a to give 

goOd reoaon to belie ve t hey were quietly endeavoring to 

br ing about ~be abol1ahment or the Tecbnicl\l Start ' 80 

that t be APP&ala Dlvlalon alone wauld have au thority 

to dispose or tax caaaa before the BOard without the 

haloperiDS influences which they tolt were exercleed 

by tbe Technical Stett. Bonk created t he lmpruaion 

througbout the Bureau that be waa haTing cona1darabla 

to do with br1nging about tbeae cbansea, and hie etate­

ments were auoh eo to leaTe an Lmpreaaion tbet he wae 
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blsh 1n COUD01b ot tbe 'l'rHatr:y Dep&n-t. Ba 

e•en nnt .., tar ae t o 1nd1oata t o certain •PlOTaN 

that ther Would ba taken care ot 1n the a Yent ot the 

c~~anaee propoeed. Be let it be known t hat be waa 

on vary 1nUmate terma With JIDil !lllrja. 'l'bie 1e 

supported b7 norn teat~ ot -bera o.t the 

Technical ~. 

An exmainatlon or tbe recorda cOYeriJl6 lc:mg 

dia~anca toll chargee agatnat the telephone regie­

tared in the name ot Bank and Pollard ai Nn York 

Ci ty lndlcataa that Yortc:m and Bank ware 1n cloaa 

contact during the month ot Deocber, 111~. rt waa 

during that period that lolortc:m waa Making t he pro­

JOOtion t o Head ot the ,&ppeala Dirtatc:m, wb.ich he 

receiYod the tollowtng month. On DeCember&, 11135, 

Bank telephoned Yorton from New Yorlr, Md again on 

December 12, 13, 14, 17 and 21 calla were lllllda by 

Bank to MortCil . on December 14 and 17 uort<m called 

Bank in New York, and in thane two inetancea be bad 

tho chargee re•ereed. 

Sometime in 111~ there wae a ~eetion about the 

notirttiea ot J'llllea J(. Poll<, J'r., an attorney at the 

General COwlael • a otti ee located in new York, and, 

folloWing the inquiriaa with respect to t hie otticar , 

be resigned tram the Serrtca. LIOrt<m, Bank and 

Pollard were intimately aeaociated , and at the time 

ot the separation or Poll< Mortem meda the ateteant . 

which ia att .. ted 1n an att14aYit or a lllllmber ot the 

Tenbnieal 'ltatt , that •Bank ebowad bimaelt to be a 

pretty daoent tallow b:y ottering J'. K. roll<, J'r. a 

job at $111 ,000 a year whoa Pollc tound 1 t neeaeeary 

t o resign tram hie poet tion aa apeoial Attorney. • 

Soc:m after l(orton entered upen bia n ew dutiea 

ae Aot1ng Heed ot the &Ppaala Di rtaion he •d• 

eeYeral abort t rip& to New York City. on tbeoe oc­

ceeiona Bank gaYa part1aa 1n bonor ot Yortco and 

iDYited Yarioua repreaentaUYOa Of tba Tra&IUI')' 

Depar-D1 to aUelld. He expreaaed bimaalt aa 

being ver:y ~a~ch pleeaed With what had be.., accca­

pliebad in tba w117 ot pra.oti.ng uortoo and indicated 

that the tina ot Bank end Pollard was IIUCh encouraged. 

At one ot tha .. partiaa ha ,..de tbe atetamant to a 
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.,..!Hir ot ~ba 'l'tolmioel ~. wbiob 1a cont1~ 

by 1110rn art'ida't'U , tha~ Konoa 11Duld not ~op in 

b ia p.re-t poa1UOD but waul.d bee ... A .. htut 

Gonaral COUDMl or General Counael. ot tba Tr-1"1 

O.partmant; that tba TaOiulical Starr ...,.r naa4 

not worry abOilt hb poaiUoa , an4 that ba, BeDk, 

would a&O to 1t t bat affiant would be takan cera 

ot, in the nant ot the abolieluant ot tba 'l'tcbnicel 

Stott. Re eugeate4 that H aigM ba "ll tor the 

clt tterent meabera ot tba TecbDical Stott to be 

• triend1y• in ott1eial mattara with tba tina ot B4Dk 

ODd PollaN. 

The point wbicb it 1e desired to eon .... y h tbat 

the detillite impreaaicn which lleJll< at1empte4 to lllllke 

on 't'arioua rapreaentatl't'aa ot the Treasury O.partlllwt 

wee thet be waa in a large meaeure responsible tor 
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the pra:oUon ot J.lortcn, and that it would be t o their 

personal illteraeta to extend ta't'ora to the firm ot 

Bank and PollaN. 

DUrill6 January and :r-bruar)', 11136, BeDk ata&K 

liquor part1aa at tbe Barbizon- Plaza Hotel, Lincoln 

Hotel, l!diaOII Hohl, l)eolpM)'' a Nlsbt Club, and 1 n 

BeDk•a tormer rqidanca in New York City. Tbel8 

portico ware a ttanded by trOll al(lbt to twen ty -

plOJ- et the Traaaury ])Opartman~ ensased ill the 

settlement ot ccaaa pending before tba Board ot T8X 

APpeals . At auch pertiaa BaLk 1n't'ar1ably designated 

llr. r.:orton aa tbe guest or honor. A~ leaat ..,. ot 

the partiea wu bald in an apertll8nt occupied a~ the 

t ime b;y Harry Morton a~ ~he Berblzon-Pleze Ho~al. 

ur. BeDk, in reaponding to a compu-nt abou~ the 

tine appearance or tbia par1:1cular apert.ent, atated 

to a -bar ot ~be '!lllcbnical Stott, •thia i a the 

kind ot a place that I eecura tor ~ triende.• 

\fa alread,;y be .... 1nfo1'11l6 Uon that ettber all or 

a portiCIII ot llortClll•e bill at ~hie particular hotel 

waa pa id by l!an'Y sank. A1J agent ta at preaent 1n 

New Yol'l< cbecl<iD& o't'8r the r...or4a to ••rttJ tbia 

1ntormatlcn. 

lD'fOlnd w1 th }!&rrJ' Norton 1a Clarence J , 

Pollock, an Auditor ot tba Inca. TaX Onit detailed 

to au1at bia. 'l'b1a man baa b- almoat 4allJ con­

ducting bimealt ln tucb a annar aa to warrent hh 
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r&*lnl 1'ro:l the S.nice. POlloolt, et the requNt ot 

garry Bank, wae the one who induced other -.ployeeo 

to attend the liquor partioe; ho wao cbei r.an ot ar­

rangements and tha one who aided in proTiding all tho 

tacilitiea ot entert ainment , includins certain ~n 

ot doubttul morals , whonoTor t he guaoto became ir­

responsible enough to otter no object ion. 

we have started today an i nveot i£at1on to detar.lne 

who paid nuce.r ous billa or large al:lOUDta in entert ain­

ing the triendo ot Bank •ployod in the Treasury Depert­

IIODt . Beceuee ot the nature ot our 1nveat1get1on , we 

have necessarily retreine4 trom such open inquirtea. 

A llllperticial i nnatigation which wu made ot a bill 

rendere4 to Bank and Pollard on account ot miocellanooua 

chargee incurred by Bank at the Hotel Uncoln in !lew 

York during tho period between January II lllld l!'11bruary l8, 

19311 , in tho 81DOI1.nt ot $83? .00 , showo tbat $1?. 00 repre­

aented a chars• egeinot Morton and $&2. 00 a chars• 

asainat POllock. we have allo be .. inton~~d t hat the 

account of ~:orton at the Barbizon- Plazo Hotel woe paid 

by Bank, and our turther information 1a that various 

other billa at ditterent hotel a in New York i ncurred 

by Uorton end Pollock wore paid by tbe tir= ot Bank 

en4 POllard . 

There are several t ax caeea 1 nvol T1nl! nry largo 

auma ot money with which Mort on baa been directly con­

nected and concerning which 1 t b our purpose t o 

question him. Particuler ly do we have 1n mind ~he 

eo-celle4 Six ca=pany ceseo. Tbese companiee have 

been eni!A&ed on the conetruction ot the BOUlder 08m , 

end Morton•e relations with Henry J'. IAiser, who 

controlo one ot the Six companies , naa been nry 

queetionable. Recently, in tact on sunday , oc t ober 

18, 1936, Paul ~errin , reproeenting the Henry J' . 

Keiser COIIIpany , t olophone4 a.:orton at hie hoae in 

Virl!inia end told him that Keiaer fts in bio room 

at the Shoreham Hotel, tQ£1ther with otber employees 

ot Ee1aer, aDd requested bill to o.- t o the hotel 

to disouu with th• the •lQt• ouo pondinl a&ainlt 

the )(aiaer CG:II>&IIY• JoiOrtDD did go to tba botol Oil 

tho t $1ndey attol'Doon in reaponao to thia requoat • 

On lolonday, Oct ober 2M, on the occuion of hi a Tiait 

to IllY ot tioo to diacuaa the 1nnatipt1ou wbioh ia 

being 11111do ot hiJII, he ateted that he hl4 been ortered a 

con tract with ODe ot tba Six companiea. Bore we haTO 

a • 1 tuati CD wherein IICrtGD wa. viaiting tl11 t8%pa)'lr 
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1n hia hotel roca an a SWI4q at'tv.._ to cUacu. .. 

a caoe pending bat ore the Teobnicel start, and 

ahort ly thereat'ter he intonu ... that he ia con­

ai derl.ng e mpl.,...,t by e ither the taxpqer or OIWI 

ot bio aaeooiat••· JUrtbe rmore , i t ia or 1ntereat 

to know that on OCtober 19th, tbe dey ~etely 

rollow1"6 the conference 1n the h~el roc., the 

t axpayer tiled hie petit ion bet ore the Board ot 

Te.x API>" ala, thereby tranaterrtnc auperTl sian or 

the caee trOll the Technical Sterr, over llhicb 

L'Orton had no juriadiotion, to t be APPeals Division 

beaded by lilOrtcm. 
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At the time ot hie Visit to 'ffJ:1 ot tica ur • .:orton 

1ntol'llle4 me that ha had heard throU&h an autOIDObila 

concern 1n New York that iDctUiriae ""re be1ng made with 

respect to him by Secret Service aeente. He atated be 

asaii:Ded t ba inveetipUon wee actually balDS made by 

agents or the Inta111gence OD1 t , and he then told .,. 

or bia propoaed contr act tor ecploymant, and added 

turt her that he bad no cr1t ici9Dl to Dl8lce ot any invas­

UgaUon we might ba mal<1ng; that he realized w bad 

our duty t o pertona and that he would be glad to 

anawer ctueatione or g h'e intonoatton ths t lligbt he 

des ired in tbe course ot our 1nvea t1gat1on . He dio , 

howenr , expreaa hillleelt w1 tb can cern our tba pos­

sibili ty or publicity be1ng ginn the 1nnat1gatton 

and tbGreby attecting hie cbancee tor ~plQYlllent . 

Another one ot the questionable caau about which 

i t t o desired t o interView h\r. J.!orton ia t he J, '1. 

Shea COIIIi>&DY , or pOrtland, Oregon . Thh is one or the 

Si x Cacpany caaea and ia repr eaented by Paul W&rrin , 

tba Nme tax repreaentative who waa with Kataer at the 

Shorehaa Hotel in the cantaranca w1 th Kortm on the 

Kaiser Company caaa . Tbare was aaaertad in t h ie caaa a 

daticieocy or ~.ooo, and l"aCCl121Danda t1on wu mede by 

t he Technical Start tor daten .. or tba caae bef ore the 

Board , It waa aattled, on or abou t .TUna l!i, 1936, by 

t he ac~9ptance ot an otter ot $37 ,~00. 

llajor pOllard ie the JUII1or partner Of Banko 

Telephone raeorde d1ecloaa that eince the a~po1ntment 

ot !!orton to h ie pre-t poe1 Uao ba and his wit• 

have b~d trequent conTer ea tiona with U.jor and MrS · 

P<>llard. Tbe two tallili .. hen •inta1na4 cloae 

aoc1a1 r alaUaoa, and ea late aa SW14ay, OCtober l8tb , 
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the Uortona Tiel tad the Pollarda in their apartMnt 

a t the E:enned)'-lfarren in tbla c1t7. Other loll8 

diatance tehphona recorda are ot interen. 011 

sunday, llay lOth , laat, Bank while at the Palace 

Hotel in San l'ranciaoo, telephoned J:Drton at hie 

pr1Yate realdence at hl.la Church, V1rs1n1a. Dt­

aediately following tbla telephone call Bank 

t elepha!led Louie rerrare, Cbiat counMl ot the 

Trana-~rloa Corporation. This is ot particular 

a1gni t1canoe beoauaa ot tbe tact that Hart')' Bank 

was at that t1.11e try1118 to •cbiae1 in• on the 

Bancitaly (Trana- Amarlca) oaee. OD or about APril ?, 

l93a , Banlc bad contacted Ferrara, sol1c1 ted employ­

..,nt on be halt ot hi a firm, and aatonlabad the tu­

peyer•a repreeentat1Te with hia apparent knowledge ot 

the facta and adTanca 1ni'ormat1on which ha bad ot t he 

Board 's daolaion, Whiob waa not publlobed until 

.aprU ~tb , but which waa Juet u Banlc had repJ'eaentad 

i t would be . 

lihUe some ot the 1ntormat1on cont ained in thie 

m..morandum 1a supported by aworn etatementa , yet the 

graate r portion bu al.llply came to ua w1 tbout an 

opportuni ty to t his date tor Ter1t1cat1a•~o \Te ban 

reuon to beliaTe that a great portion ot 1 t can be 

Teri tled and that other tach and 1.ntan.t1on ot Talua 

in daterm1n1118 tho diapoeltion ot ur. ~orton •a oaee 

can be aacurad, and it 1a our purpose to forthwith 

begin the 1nYaatigation to th1a e nd. 

I t 1• obT1oua to the 1nveet1gatora and to CJ••lt, 

howaYOr, that we han eutticient 1ntorcat1oa ot ~ 

proper aseoc1at1one and actiTitiea ot Worton t o indi­

cate the wlad~ ot relie'fing bl.ll troa turtber employ­

unt in the poll t1on which he holda. case a 1nYolT1118 

n at auma ot money are paaaed on in that pal'tioular 

di Tiaion daily, and tbare should be d1rect1118 tba 

act1T1 tie a ot the organiatlon a per eon 1n whoa the 

Secretary can have abaolute confidence. I rec.-end 

that &tepa be taken t o relieTe Kl'• ~ortoD Of hie 

aaalgnment pend ing ocmplatlon ot the )J>nat1gat1an. 

Clarence Pollock, the Alld1 tor ot the !llc:ome '1'lLX 

Uni t who ia uaigne4 to aaalat ).lr. Uortan and 1a an­

gaged 011 dut7 111 Nn York at the pre..,t \iaa, baa bean 

gull ty ot groaa 1•propr1et1aa. I t 1a be wllo baa bad 

contact w1 th t arpayera 1n the dtacuaaian ot caaea pend1ag 
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be tore the Board , '111 th which ouea he i a not pre..-ed 
to be ottici ell.y connected, He hu ahown eTery deai re 
to te•or t he taxpayer in hie diacuaaiane with ot ricer e 
ot the Deportment charged wi t h the eett le.ent of such 
cae••· ne ia tbe one who baa arranged tbe partiea 
tor Be.Dk nnd 1nT1t ed the of fic er • ot tho Treaaury 
Deportment. I f eel that hi a conduct baa be.n aucb 
aa to Juati fY relie'fing him or dut y, and I recommend 
that be be auapended at once. 

111 t h such action taken in the cue a ot Uorton lllld 
pOllock , it i a our purpose to proceed aa;reaaiTely 
111 tb an open ill'l'ntigatian to detemil>l ell the t acta 
a'flilable about tbeae two omcen, or any other ot ­
ticere ot the Treaaurr l)epartaent who 1118.)' be inTol'fed , 
and turner to take atepa looking to the di ebal"'l.nt 
of Be.Dk and Pollard and other t ax prectitionera againat 

whOa e'Jidence ia now being obtained. 

Regraded Unclassified 



!.:r. Bewley 
~t. ll; <!o; today. 
and 1tr . Lochhead. 

October ;:o, 1936 

and Ur. Ualle t met. with the Secretary 

Also preeent were Dr. Feis, Ur. Taylor 

Ur. Ua l l et said to the Secretary , •we have got an 

answer t or y ou, Ur. Secretary , t o the question you put 

to t he Chancellor . The Chancellor wishes to t hank you 

tor t he f urther i n! ormation regarding the present posi­

tion and he says t hnt when you make the ~~nouncement 

about any countries named acceding to the reciprocal 

arrangement a bout sales of gold, he would certainly con­

sider maki ng s imultaneous declaration in London , but the 

wor ding or t he declaration will require consider ation i n 

the light of t he actual c ircumstances. 

"The Chancellor tnlnks he woul d be in posit ion to 

say , if you so des i r e , that h~ ~elcomes t he extens i on by 

the United State s Treasury of their arr angement s t o t he 

countr ies named , wh i ch i s i n harmony with the arrangement& 

a lready made between Uni t t d States and Grea t Britai n and 

United States and France. The ext ens ion of t h is arrange­

ment io also in harmony with the general ba &is of mutual 

coopera• ion which exists between British monetary authori­

t ies and the monetary a ut hori t i es named in t he United 

St ates announcement. Per haps you may need an amplif i ca­

t i on of this and I wi l l a sk Ur . Bewley t o amplify certa in 

technical poi nts.• 

ur. Bewley reoarked, 1 It really i sn 't ver y tech­

nica l . I t hink t he Chancellor wants to explain t hat t he 

arrang emente wnich Great Bri t a in woul d make , f or Swit~er­

land, for instance , "ould probablY not be exact lY dupli­

cated by t he arrangements you make her e , because cir cum­

s t ances are somewhat d i f ferent. In t he f irst place, t he 

Lonrlon market is open at exa ctlY vhe same hours a s the 

Swi s s ; Swit~erland i s onlY Just acrose the way, and t he 

two market s are open at the same. time, eo that it. i8 

possible for them to act much mor~ of ten by telephone 

and , 1f necessary, to alter t he price of gold aeveral 

times a day. That' s the same queat1on that arose in 

t he case of France , and, rurtrter, 1n t he British caee 

the arrangements a r e more made t h •ough central banks 

than in the case of Amerlca. I mean more i8 left i n 

t.he Central Bank i n otlber countries t hnn her e. Our two 
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ar r angement s would not be exactly parallel, but t he 
announcement which the Chancellor suggests would , or 
couroe , cover both . " 

The Secretary inquired of Mr. Bewley, "Is there 
any s i gnltioance t hat you mention Switzerland rather 
t han Belgium!" Mr. Bewley r eplied, "I don 't think so; 
not any particular significance; any of these countries . " 

The Secretary then said, "The other question wh ich 
I aoked, which I t ake it t h i s i s an answer to , whether 
Switzer l and and Belgium also talked to England, and I 
take it they have.• ur Bewley's answer was, "As I 
unaors t nnd it , the pos!tion i s they are already selling 
and buYing gold in England .• The secr etary added, •we 
put thot ques t ion quite direct ly and ~bey nave •nt ... • 
I nterrupt i ng blm, ur. Bewley said , "It says t hey do al­
ready vary the price of gold if necessary several times 
a day accordi ng t o the state of exchange , so very cl early 
they a re already buYir~ and selling gold i n London .• 
The Secretary r emarked , "But evidentlY they nad not in­
formed you of this . We asked whet her t hey had tho in­
for mation . Have I the anower?" Bewley replied, "I 
t hink this is the ans~Ver - - they are already buYing and 
selling. That constitutes an approach . " 
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HU ,Jr . said t o t he British, "In the fir st place, 
may I s ay 'Thank you ror t he ~nrormntion ' and I am gl ad 
that t he Chancellor wishes to make a s i multaneous an­
nouncement because it i s all helpful even thOugh the 
wording may be differ ent due to circumstances. We have 
no t made very much progress wlth Belgium and the Switzer­
land t nl ng, as I understand , is t hrough and it's 1n a 
cable now. Ve will either get it today or tomorrow. 
Isn't t hat right, Her bert ?" Dr. Feis answered, •Yes , sir. • 

Continuing his remarks to the British, the Secretary 
eai d "And you will !llSO be interested t o kn~ that we 
bave'now heard f rom Hol land - - n ~ort of fe eler. " Bewley 
~aid , "Yes? ". The Secre tary added, •yes, v:e have had a 
fe el er from Holland and J ust ac soon as we get t he time 
t o get around to 1t , we are going to f ollow lt up . It 
~Y b e n few deye until we can tallow 1t up. 

" I think t llat 'e about a ll. 
We are tryine to wor~ 
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it out with Bel g ium and I t hink ~e wi ll , but the queotlon 
which seems t o be worryln~ the Bel gians 1s t hat we lnelet 
on doing business wi tn t he C~vern:oent . They woul d U lce 
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us to do business wlth t he Bank of Belgium, but t hey t hen 
turn around and are willing to g ive ue a secr et guarantee 
on the pa1·t of the Be·1gi um Government whi ch is not accept ­
able to u& . I e..on ' t want any secret t hi ngs . I don 

1 
t 

want any secret t h i ngs . I have snld there have not been 
a~Y secret agreements . I don ' t r.nnt any . Possibly they 
Just don ' t quite understand how r.e fee l about l t and we 
are trying to f1x up a cable to explain it t~ theo ..-hy we 
wish to do bus inea& through the Government and then if they 
wish to appoint the Bank of Belgium ae their flscel agent, 
t hll"' tnctr business . T~~t • e tnetr busi~ess.• ~r Bewley 
on~ :!r . U..llet both aaroce. , sPo;J L"l£;, "Yes . Yes. • 

The Secretary then eai~ , 1 W1th Swi tzer land we won't 
have any t rouble and I don't think we will have any trouble 
with Holland , but tho Bel gians seem to be -- af ter all, we 
have time . " 

Ur . Bewley inquired, "Am I rignt 1n t hi nking you 
sro wa1 t i ng on Sw1 t zerland? " !!li,Jr . replled, "It ill 
through. It went through on tho 27th, but beine Switzer­
land they ~1led t~c i n!orrnstion t o Perls i ne teed of tele­
graphing lt and so I guess they onlY got it today and until 
i~ ic decoded, I euppoee we will g~t i t tomorrow. But 
Switzerland cal led the whole t hing down to ?arle . • 

Mr. ~llet then aa~ed , 1 There ie notn~~ about 
t1~1ng of the announcement? Tbat ' e not impor tant? ' HU,Jr'e 
answer was, "!lo; no; no. we will get together , as be~ween 
Sw1tzerl~~~ ~~d Belg1UO . The two ~ave no connectlone , but 
when ~e get the Swiss cable ~o will show 1t to you.• ur . 
Uallet an.ld , "Thank you. " Tho Secretary then aci.ded, •And 
again, a e I understand it, Fro.nce want s f our days ' time , 
ao if we decide what Switzerland of f ered ue 1e acceptable 
then wo would say so and we woul d say t our daYS from t hat 
day we will announce l t. we will give you plenty of time. 
Wo wouldn 't count a week- end!' Ther e wes much laughter 
over thi s . continuing t he Secretary said , •we stopped 
counti ng on Friday noon and begin oounting Uonday noon. 
So t he chances are 11' this comes 1n t omorrow, we moet l ikelY 
won ' t di sturb you unt i l Uondey . • 
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To the.Sritieh t he Secretary then said, "I nm 
very gl ad that you people , oven t hough you are already 
doing lt , want to go al ong . What I said was , if we 
announce separately for Sweden, the t hlng I was afrn~d 
or v.as that some other country would say , ' See! Americl\ 
has already broke loose. '" Bewley remarked, "I don • t 
t hink t her e is the least intention os that .• HU,Jr. 
answered, "You just reaffirm the position I take . • 

Ur. Lochhead expressed hio opinion as rollowo: 
1 I can see it would be very practical that the Bank or 
Engl~~d would change its rates from day to day with 
Swi tzerland. or course they don't mention anything 
or who~ t he Swiss are orrerlng them 1n t he Swiss aarket. 
UBybe nothing. It may be one-cided. But I can eee 
certainly that t hey would probably reserve t he right to 
change the rate from time to time, because Switzerland 
lea heavY t r ader." Ur. UAllet ' s ccmoent was, "Prob-
ably sever a l times a day. " t.:r. LOchhead added, • At 
l cf·Bt t hoy reserve the right t o do that. • 
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•one other suggestion, • the SecretiU•y said, "and 
I don ' t know how to say it in the di plomatic phraseology 
'informal ' we call it or •off the record ' - - the pound-dollar 
relationship bas settled down beautlfully this week, but 
~here is continued weakness of the franc . If you people 
coul d give me a llttle background on that, I would appre­
ciate lt . • Bewley inquired, •you mean why it 1s weak?

1 

The Secretary explained, •wny, in your opinion; or i s it 
goir~ to continue to be weak. We sense that here -- the 
continued weakness or the rranc, and 1f you could t hrow 
a little light on it and if you can't I will understand 
t hat , but if you can it might be helpful to us.• Ur. Uallet 
eaid, •we will see what we can find out about it.• The 
Secretary then added, •aut the continuance or the dollar­
pound relationshiP -- we do practically nothing; haven 't 
all vreek . Isn't that right, Aroh1e? 1 !.lr. Lochhead answered, 

•very small." 
The Secretary then said, "I am l eaving t his after­

noon and will be back wednesdaY morning, ~ut I will be in 
touch with t he Treasury. I am taking a week-end. " There 
wno much laugnter over thiB remark. 
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l'llDERAL RESERVII B .. NI( 

Of' NI:W YO RK 

o .. TL.Oo\Dt;: ~ 101. 
FICE CORRESPONDENCE 

COIIIIOM.UL I'ILU SUB.JECT- ~JlOa.! CO•JUU!JOLUIJI_ 

Ju W. Knoke ----

a r. Car1pel oa.llecl at Uaoe to4q 112 ••• he oa.Ued a • .,. 

cont1deaUal aa'ter, that 11 the rep.,.et to the Bl'1thh or the 1 
d.•r'IV~<~ 

uo,ooo,ooo ••tllriol 112 ao..-11er - Deee.J>u, ol'11ba11T a 7..,. 

ICO t or three -th• and th• \hJ'ee Uaae rea....s. th.,. were 101121 to 

pay t hil loan ott, be laid, ud for that P'lJ'PO" he 1nt•ded to .. __ 

Illata aterUq 1t poll1'ble. Under t he c1nualhDcaa it 110Uld halp h1a 

1reatl1 1t t he dollar-etal'lbl rah oould 'be kept ""d7 at the PNieat 

B1nce th11 rate "' udar our ooatrol, h e .. ted to ull: ae 

whet her I tboucbt the rate could be pr.,eated troa coin& aboYa 4.18. 

I interrupted Cal'1pel to N7 that hil nat•eat, that the rata ... 

under our oootrol, "' corr.ot •• tar a1 it ••t but that the aatter 

di d not lie uclui1YelJ' with 111 'beeau1a, a1 be laaew, t he llbole recent 

arrqMet ranecl upoo the da11T .... pl'1oa tor &old 1D tena ot 

attrl1f11• Cu1pel .. ned. I a.Uillled that it wa1 of -rae 1apoea1-

ble tor ae to •ner b1a quanteo o~d bat that I tal\ aate 1D ~ 

t hat there wa1 e ••1'7 dettai\a 4"1" hare to II:MP the 1terl11l1 nta upoe 

I bqvJracl pudecllT 11bathar 4.&a "' the top pl'1M tor 

h11 cala.&laUoal •cl -.ca1\ed that tor ct.an1o fOCII 1 ailh\ 'be •• 
J>.. ~ ' --e.-<-1 

taa1er to oo.p!T with h11 requan 1t the rata ....,._ N7 ,10. C.rlpel 

took h11 p•o11 •d paper, 41d -• n,.rbl •4 ..,Uacl Sbat •OYer •·• 

1t 1101lld tbrcr~ .,. aal~aueo1 "' at ,..,, • Mdt., that be '"' •• t1111 

1llf01'11&UOD Ye1'7 01DI14..Uall7 •4 pr1YaW,. I .. UIIIIed M \lUI a-..t 

1 ._...,,t bt.cbar 1~ lMt Cartcael ,.,.,eel that that -.14 Mt '" Ia 

l1oe wiUl-.. u ._._. ..... 1 .., ..... -..., -•l'er!IIIIIIOW ,. .. u., 
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CORRESPONDENCE 

COinOanAL m.D 

,I:DERAL AUERVE" BANK 

Ofl' NEW YORK 
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DAn. O_c_tohr 110, lite. 

suBJatc:T'-!IILIPBOWI COiitti!!AtiOW wm 

L. W. bU.'--- _gl OP ..DPCI. 

- I -

bad aote4 dur1q the laet t .. wHile, there lli&ht be ao ow .. tor b1a 

to wofl7' ebout tbe rah JOHIDtDI •P· Be 11Hed 'but po1Dh4 out tbn 

1f t b e a u·ltet lall'ned that be 1Dte4e4 to pe.r ott tile 1401 0001000 1t 

wu 11kel7 to 8J)Hiillate Oil t.he r111 an4 tl7 to pnlb t.he nte biabar. 

rua, be 414 aot want ta blppc baoauea lt 1101114 ool114e with all 

or hit calcnal.atloDI. I 1DQU1re4 11tta t be 1101&14 4o 1t be tOW14 tblt 

t be r at e, a a a rellllt ot bi a operatl01lt1 1NIIt ap, al.o whether 1 t 

wu hh preterenea \o operata 111 atarltaa rat.har than pe.r 111 1old. 

Car111.1el raplled that ba WIDQl.4 oparata h ltarlllll 1t t.he aartret Pll'­

altte4, that probably tbe oballoe ot h1a baSJaa able to do .o na aall 

and t hat Ci1l1 te po111b1T tba blalk ot tba oparatf.Oil 1101ll4 ha'fa to ba 

4ooe l n cold. I atlted bla wbatbar be had 4Uoalle4 tbe qv11Uoa 'Ill tb 

Bolton and he rapl1e4 ba had aot •• yat baaauaa be ••• IDJI101ia to 1-' 

e.r raaotlOD batora he ••t to LGadOD nen heMa.r. I .. IUHd C~al 

t hat I WIDQl.4 aot taU to 4laouaa the uttar bare (YU7' oontldcUallT 

to be NN) 1 
that be WM&ld biYI to llYI ae I 11Ule tiae and that I 

allbt r"art to lt a.ftar \be "*•d na OYil'o 
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PARAPHRASE OJ ULIOR.AM RIIOUUD 

J'ROM: beriou 'lllbaelrJ , Parie, hanca 

DoUK: Oc1iober 30, 1938, noon. 

•o.: 1063 

STRICTLY OONJ'IDDTIAL. 

JRClt COCB!Wf FCR ~ARY or THE TRDSURT. 

Taeterday anunoon I bad a telephone call t.r011 

Ameterdaa f r 011 Pree1dent Trip of the Netherlude Bank, 

who said tha1i he deeired, wi1ih Pre•ier Coli~n' e appra.el, 

to inquire regard1n& the foraali1iiee with reepeot to 

entering a reoiprooal gold arrugement With our country. 

Trip said he .bad been fUlly occupied aDd before now 

he.d not gottan 1n t ouch with ua becauee of recant aonetar:r 

d.ralopaenta in hie countr y; .be .bad not yet .bad tiae or 

opportunity to deter•ine what practical banafita woh u 

arrangement w1 th the Un1 ted s tate a would giYa to t.ba 

let.berlande. Ae to thia point hie people .bad raaohed no 

decision but would be glad of the opportunity to diacuaa 

the question. Trip wanted to aaaura ua of the i&DUine 

desire of .bia people to cooperate on the •tter. 

I raportacl the aes•1e of Trip 1n a:r telaphODa 

coDYersation With yo11 at 6 o'clock yeeterday. 

BULLIT'f. 
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SecUon two. 

I telephooad Trip at ten o'clock this morning in 

acoordance with the oral instruotiona which you s&Ye ••· 

I told hi• t hat we appreciated hh inquiry, and that aa 

soon as negotiations with the Swiss an4 Belgians would 

perait me to leave Paris it could probably be arranged for 

me to visit hia. It was his opi.nion tbat it would be 

bett.r for us to discuss the aatter i n the Jetherlande 

rather than at the BIB in Basle. Trip aaid that be bad 

a telephone oooYera&tion with Prl!lllier Colijn att . .r talltiq 

wi th ae yesterday BYening. The Premier .. id that be 

would be glad to recaiYa ae i~ I mi ght proceed to Aaster­

dA& and than go to The Hague With Dr. Trip to aeet Premier 

Colijn. Dr. Trip told ae that a definite daol&ration by 

the lfether landa oould probably be obtained by seeing the 

J!rellli.r and perhaps the JUn1ster of finance at the aaaa 

time I viai ted hia Bank. 

On Friday BYeniq, Jgyaaber s, Trip plana to la&Ye 

Aaoterdam at about sill: o ' clock in order to be in Basal 

for the BIB diraotora' aesting. Be expresead the hope that 

before we •ke any announc•• regarding Be~iua or SWitr 

8rland we 11a7 g1Ya the Dutch an opportwlity to daolda upOil 

aubiUUng their tar•• for a r&otprooal arraq-nt with ~ l
7
) 

ua. A.t 10 a45 this aornilla I •11 a telephone oall frOII toi · 

of the FrBDOY llillietry of J'inaDCB• Be 1DqU1racl abOilt the 

praaant statue of om- ne~iaUoaa, IID4 I told hia that 

I hopacl to baYa word fro• the SWhs today of a f1Dal IMOia-
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ton. In &441UOD I tol4 h1• of -r two oon•er•Uou w1 \h 

Dr· !rip of tbe JetherlaDCSa. The op1Jl10D w.e etroJIIl:r 

adv&DOed b)' Ban•prtner that no &nnouno•eJXt ahOilld be 

u.de w1 th reepeot t o Bw:laerhncl or Belgi• until we aee 

whether \he Je\herl&nde oan aleo 'be 'bro~~&ht into the apee-

ment and until U•e 1e \hen giYen for or•t Braatn and 

FraDCe t o apee upon annowao•ente t o be •de at the .... e 

Ua that the .Aaerioan announoeaet 1a ~. 

auuu. 

EA:Lft 
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a .w.Jr: 

october so, 1936. 
l aOl. p.m. 

I'll tell you Wha t I deny •• •• • 

168 

Kiplinger: Ah-ha. 

R. r.t . J r : 

K: 

a .w.Jr : 

It: 

R. U.Jr : 

K: 

R.U.J r : 

K: 

B. Ji . J r : 

K: 

R.M.Jr : 

K: 

•• •• • without even consulting you. 

That ' s fine. Youlre a good newspaperman. 

They called me up !rom headquarters in New York. 

Yep. 
That a stock exchange firm had received a telegram •• •• 

Yep - I've heard it a hundred t imes. 

And without even talking to you I denied it. 

Yuch obliged. 

See? 

You' re correct. 
I said personally I didn't believe you did business 
that way and so forth Rnd so on. 

Yeah. Well here are the !acts. 

R.W.Jr : Yes . 
I told him I just did 

IC: 

B.M.Jr : 

K: 

H. N.Jr : 

K: 

B.l.t.Jr: 

IC I 

I did gossip with a friend . 
Literary Digest. 

Yes. 

Everyone does that. 

sure. 
He probably told a friend and it got on the wire. 

Ah-ha . 
And we've bad it all day yesterday and all day to-dey. 
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B.V.Jr: 

K: 

R. r.t.Jr : 

K: 

B.ll.Jr: 

K: 

B. J,I .Jr: 

K: 

B. IA.Jr: 

K: 

H. Lt .Jr : 

K: 

R.lLJr : 

Itt' 

K: 

B. l.I .J r: 

K: 

B.LI .Jr: 

K: 

R. IJI .J r: 

- 2 -

Well I just •• •• ••• 

And I guess l t m going to issue a statement saTing 
that I have issued no statement . 

Well . .. . .•• 

I •m much obliged to you. 

••••• • that ' s that anyway. 
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I - I don' t know how the election is going to come 
out - this is just between us. 

Yes. 

I'm working on it - spent all day 1n New York 
yesterdaT trying to find out ••• 

Yes. 

• ••• still don' t know, do you? 

Do I !mow? 

Ah-ha. 

Sure. 

I see, all right . 

(Laughter bT both) 

I ' ll not ask you to make a stateaent then. 

No that's the easiest thing I ever forecast 1n DIT 
life . 

I see . 

Yos. 
Well l t d like you after - I'd like to hold a post mortem 
with TOU after the election. 

Weli.. I expect to have several. 
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Yeah. 

a . w.Jr : Can't do i t 1n one . (Laughter) 

~= Sure I know - and - all right well we111 do that. 

B.W.Jr: All right . 

K: Vuch obliged. 

H.w.Jr : Goodbye. 

K: Goodb,ye . 
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B.U.Jt' : Yes. 

Mayor 
Hagp.e: Haig. 

H.u .Jr: Morgenthau speaking. 

October 301 1936. 
l10S p.11. 

H: Yes, Hague- Jersey City. 

H. J.I . J r: Hello J.tr . Mayor. 

B: Bow are you? 

H.U.Jr: I 1s fine . 

171 

R: What I called you about 1s this - that article that 
appeared 1n the American t he other morning • ••. • 

B.W.Jr : I don't •• •. 

B: Did you see that? 

B.M.Jr: No. 
H: It was the most disgraceful, despicable thing I ever 

read about anybody . 

H.M.J r: I don•t know even who it was about . 

B: Why the American published a dirty article on you. 

a .w.J r: On ae? 
B: Yes - you ought to - I don ' t know - I•d rather you 

not read it. 

H.14.Jr: 

H: 

H.ll.Jr• 

H: 

Yes . Yfuat morning was that? 

Yesterday morning . 

No . 
That ' s what I called you about . ·I simply wanted to 
tell you how dirty and lo~~~~y that article was . 
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B. J.l.Jr: What was it about? 

B: About bow you were offset to be a memoer of the 
Cabinet and bow you were incompetent and you were 
just a farmer and that was a disgrace to the American 
public to have a man like you bead of the Treasury 
Department . Ob it was the most despicable thing -
that ' s why I'm calling you. 

H. LI.Jr : What was it - an editorial? 

B: No - no it was this fellow Forbes - is that bis name? 

a . li .Jr : The financial writer. 

H: Yes that financial writer . 

B. » .Jr: Ob yes. 

B: Yes, be' s the fellow signs it . 

B.M.Jr: No, I didn' t see it . 

a : You ought to see that . 

R. LI .Jr: (Laughter) 
8: I don't think you ought to let him get away with that . 

B. U.Jr: Ob I guess I ' ll feel better i f I don ' t . 

8 : No - don ' t - don't see it - no I wanted to call you 
and tell you that I thought it was the dirtiest thing 
that I ever rer.d on anybody, !mowing you as I know 

B.X.J r : 

B: 

H. LI .Jr: 

H: 

B. LI .Jr t 

B: 

you. 

WelL •• 

And I want you to lmow one thing ••• .• 

Yes • 
•••••• that you get ready to celebrate becauakse we'rtei 
going to kick hell out of them. Now you t e my P• 

O.K. 
You get ready and you'll have one of the God damndest 
finest celebrations you ever had 1n your 11fe. 
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a.ll.Jr : Fwe. I t ve been ready now for about a month. 

H: All right but you go out because you' ll get more 
satisfacti on out of this thing . Don' t read that 

H.Y..Jr: 

H: 

H.LI .Jr: 

H: 

H. lo! .Jr: 

B: 

H. M.Jr: 

8 : 

B. ll.J r: 

H: 

H.t.t.Jr: 

B: 

H.!.I.Jr: 

B: 

a .u.Jr: 

H: 

thing .. . . .. . 

I won't . 

•• ••••• It 1s- it's too despicable tor you. 

All right . 

It burned me up . 

Well I•m sorry. I guess I ' m just a little 
thick-skinned but I hadn't seen it. 

Well I know - but I know you' re not mixed up in that 
kind of a game and you mind your own business and I 
don ' t know how they selected you out - you haven't 
interfered and you haven't bothered - no justification 
for it - no reason tor it. 

VI ell it's very nice of you to call me. 

That•s all right. I only wanted you to know that I 
was burned up about it and, knowing you as I do, it' s 
an outrage but I want to a ssw. you that you S)t ready 
for your celebration and we'll take a helluva lot of 
kinks out of it for you . 

Fine. 
All right now - good luck - I'm sorry for it - I only 
just wanted to tell you that I wanted to encourage you 
to say, •don't pay any attention to that kind of stuff", 

Thank you very much. 

All right now Secretary - keep your chin up. 

I will - I never let it down yet. 
All right now you're going to have cause to celebrat~ -

you watch . 

All right. 

Goo bye . 
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P.t.Rt UL PA!UPIIUSI Or 1'J:LICJljJ( RICIITID 

J'ROII.: Aaerloan J:llb& .. y, Parta, r.ranoe 

D&1'1: OCtober l!O, 19:56, 3 p.a. 

JO.: 10&& 

STRIC!LT OOD'IDDTUL. 

J'ROII. OOCHR.U FOR !HE SECRft.t.RT OF TBI TREASURY. 

On Tburllday afternoon when I •s speaking wUh you 

J 14 

by telephone I t ol4 you that I ha4 Jus t had a telephone 

conTeraa.t1on with Bach•nn, President of the Sries IJ&tional 

Banlc, at zurioh, SWitzerland. He told me he bad • i led 

t o ae a slightly .reTised text of their draft declaration 

which it is o 'bserTed bad 'been approYed by the Board of 

Deleaate1 of the SWiss Vational Bank on the iw1nt,-eigbth 

of Ooto'ber. !he J'ederal OOUDC1l he •td would pa11 upon 

the rpised text at t h eir Octc'ber 30 1ess1on. 

I rece1Yed 'by aa1l this forenoon the rn1Becl text in 

Garman and in Frenoh. BacM•nn in h1 e tranlllli tUng letter 

pointed out that there ~ been c bangel on two pointe; i . e., 

Article Three hal been o a.pleted by a paracraph acoordinc 

t o 'IIIlich the SWill •ttonal Bank reaerYel a11o the right 

to retire troa the agraeaent upon notice of twentr-four 

ho\D'I. BachMnn al10 said 1n h11 letter tllat •~uaore, 

t he proYiliona of Article rour concerning the equa11aat1C:D 

fund baYe been ohoMD 1n acre general teras•. 

1ll• text of the SW1BI deolaratioa 11 the - &I the 

ar111D&l t~ w)"..ioh I tnoorporatecl iD ~ ulep-u of o­

tober ao, .o. lDJl, up w and 1nolud1DI the two p&racnPhl 

of -~- lorliola tlaee; bel• I q~~ote a tnnalat1oa 
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•b1oh I 81ld.e 1n1io Engliah of 1ihe balance of 1ihe r .. taecl hrl· , 
thai: is, the pu1i which oo11pletes the 1:en following after 

the two puagr~ba of .t.rUcle Three &D4 replaces .. ery1;b1q 

after those two puaarapba nnnv •hioh appeared. in the 

ten origi1111oUy aen1i you. 

1 In the aboY-entioned s1ia1iemen1i 1ihe UnUed 81iaha 

baa resened 1ihe rigb1i 1io annul Us deolar&Uon 011 

twen1iy-four hours• noUce; the bani: has 1ihe righ1i 1:0 

annul that of it in the aaae oondi tiona. 

Four. The bank carries out the eperauona oo•eriq 

for Us own accoun1i or for the accoun1i of an equal1&&Uon 

( 0111sa1on) 1nhD4ed for ll&in1ia1ning 1iba rate of cc.penaa­

t101l •i thin 1ihe new 11•1 ta through bll)"ing or sellill8 gold 

or exchange. Onl:r that bank baa the rigb1i t o dispose of 

th1a tuD4. 

To testify •hich the preaen1i deolaraUon has been 

signed in order 1io be 1iraoaai1ited 1io the Secretary of the 

Treasury a1i Washington. 

B.,;on, October 38, 1936. 

Federal Departaen1i of Ftoanoes end Cus1ioma. 

91r1aa •aUollllol Bank. • 

B&oh•nn explained to ae in his telephone oomeraation 

yeaterday afternoon thai: the r .. iaiOD of .t.rtiole Four wu 

llo84e to take oars of the au.-uon after the Bwi i!S equaliaa­

Uon fund is nppreaaed and bank prooeeda 1io proteo1i tha 

S.1aa trano with ita own resources as Belgiua 1e DOir 

doiq a1DOe it 1a on 1ibe IDld a1i&IICIU'4· 
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io4&1• It •• claie4 lllrioll, Ooiober S). 

176 

•red.eral. COWI01l ba• auiborhed. FiuaDOe Deparillui to 

sign deolar&iiOD of Ooiober 88. Baoh•nn. 1 

DD YJSSAGE. 
BULLIT!. 
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(lebat one solution of the problem would look like, ) 

PRESS RlJ.!:ASE ---

for Immediate Roleeee 

October _, 1936 

!.lod.ifYing the e.nnounccment mada by him on Januru:y 31, 19341 and 

rel&ting to the eaJ.e of gold, the Secretuy of the Treasury atetea that 

(herufter, o.nd untU, on twent)'-four hours notice, thia statlli!IOnt of iD-

• 

tention ga:y be revoked or altered) the United Stutea w1ll sell gold to those 

foro~ central. banks (or aey and all countries including France and England?) 

which de1l;r offer to sell gold to tho United States, r rovi.dill8 such offerings 

of gold are at such re.tes and 'UJ)On such terms and colldi tions as the Secretary 

.zy deem cost advantageous to the public interest. Al.l such sales or gold 

will be IInde through the Federal Reserve Bank of tlew York as the fiscnl agent 

of the United Statos upon the following tel'lM and colldi tiona which tho Secre­

tal7 deoJ:JS 110st adrnntegeoua to the .ubl.ic interest: 

Sales of gold will be mde at such prices and upon such 

terms and collditions aa the Secretary flllrl'• with tho approval 

of tho President, fix froo> ~ to dq. To aey such price 

will be added one-quarter per cent hen<lllng charge. All such 

sales and earmarldngs will be governed by the regul4tiona 

iesued under the Gold Reserve Act of 1934· 
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PilUS au. ua _.. __ 

- -tula\41 a.l·-­

O.WloeJ' -.J 19l6 

~ ~ I I 5??Mat .U. "' h1a oe l,_r, n , l t.Ue ... 

r 1au., w ta.. 11&1.• •1' ,.u, tid ._u rr ot au ,..,._, .,.. \ca talc \ 

(~, _.. •U11 oe t.-"'"'.r-~~ -"•• tllb $'-\ fJI S. 

t .. ll• -w ..e reY!Ib4 oral...,...) 1M tlllw s' w• •J.ll .. u colA tA .._,. 

• U! ~ _.. tu~ ~ 1 utJ. .. MI"'M kllk et Jew to..- a4 ~ fitul acea\ 

et \1111 vatW I U.\41• " • u-e toll .. '- wru a.t a..tlU.. ..,.. ~ '--

t.• rr w.. ••• • .,.~ .. u.. -..we a\eftett 

a.J.oo at .,.u wU1 11o a4e ot .... rl- 11M u - ...­

...,... _ , ...:1"- ~• .._ s..rev rr ..,, wi\oll \al ' "" "tal 

.Ul llo ........ ~ 

.. 1 ..... ~·will llo ... - I • \lie ,....uu­

i.....C ~\be a.u 11 •• _... rrt 19)4. 

C:C I Ill' o • r llor\ I . Gu­
llro Ueh1e Ll•t u.S 
.... ....... c. tqlar 
• • o •• •• c .... 
ilr. llton7 ~. 1)1\o 

• QrrU 1 . llpbaa 
Dr . ... ..,, hu 
ar. •.-.o~ 
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BANK OF THE 

NETHERLANDS ACTING ON BEHA LF OF THE DUTCH 

EQ UALI ZATION FUND TODAY PURCHASED LARGE 

AMOUNTS OF STERLING WH ICH WERE BEING OFFERED IN 

THE EXCHANGE MARK ET OWING TO LIOUIOATION OF 

LARGE BEAR POSITIONS IN THE GUILDER 

Regraded Unclassified 



DUTCH MONEY RATES 

/AH EAS IER TONE HAS 

EASIER ,.. -DEVELOPED I N THE1' / ~I) 

AMSTERDAM MONEY MARKET ACCORDING TO LOCAL 

PRIVATE CABLE ADVICES WITH RATES REACHING 

THE LOWEST LEVELS TO BE QUOTED S INCE 

DEV ALUATION OF THE GUILDER MADE POSS IBLE 

A HEW ATTEMPT "TOWARD AH EASY MONEY PROGRAM­

PRIVATE OISCOUHT RATE IS HOW QUOTED AT 

15-16 PC OF I PC WHILE THE BUY ING RATE OH 

PRIME GUILDER ACCEPTANCE IS I PC / 

)-0 
0 
0 

Regraded Unclassified 



FRENCH GO LO OEL I VERY OAT E EXTg_NQfO 

I :l. .5'S' 

PARIS- BANK OF FR ANCE HAS AN~UNCEO EX­

TE NTION OF THE L IMI T FOR DELIVERY OF GOLD UNTIL 

NOV 15 WHICH REMAINS THE OATE LIMIT FOR DECLARA 

-TION BY THOSE WHO CHOOSE TO RETAIN THE METAL 

ORIGINALLY THE REGUL ATIONS CALLED FOR THE 

DELIVERY BY NOV I OF ALL GO LD BARS OR CO IN HELD 

ON SEPT 26- COMPENSATION FOH THIS GOLD IS TO 

BE MADE IN FRANCS AT THE OLD PR ICE PREVAILING 

BEFORE DEVALUATION 

-0-

OCT 3 0 1936 
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ALL I NO IV I DUALS AND CDMPAN 1 ES f91t; 

DOMICI LED IN FR ANCE WHO CHOOSE TO HOLD GOLD 

EITHER AT HOM E OR ABROAD MUST DECLARE THEIR 

HOLDINGS BY NOV 15 AND BE TAXED FOR SUMS EQUAL 

IN AMOUNT TO THE APP REC IATION IN THE FRANC VALUE 

OF THE METAL- ONLY EXCEPTIONS TO THIS RULE ARE 

CASES WHERE THE AMOUNTS HELD ARE LESS THAN 200 

GRAMS OR WHEN IT IS PROVED NECESSARY TO HAVE 

GO LD FOR THE CONDUCT OF BUSINESS- FAILURE TO 

DECLARE THE GOLD HELD INVOLVES SE I ZURE OF AN 

EQUIVALENT AMOUNT OF PROPERTY 

/IT IS LEARNED FROM AN AUTHORITATIVE 

SOURCE THAT THE AMOUNT OF GOLD FLOWING INTO 

THE ~ANK OF FRANCE SINCE OEVALUATION~REPRE­

SENTING EITHER REPATRIATION OF CAPITAL OR 

SURRENDER OF GOLD IS VERY CONS I DERABLE 

RUNNING INTO THE BILLIONS OF FRANCSj AN EXTRA­

ORDINARY ASSORTMENT OF BARS OF ALL WEIGHTS 

ALSO IS BEING RECEIVED FROM I ND I VIDUALS AT THE 

HEADQUARTERS OF THE BANK OF FRANCE 

TO WHAT EXTENT THE GOLD WH I CH WAS HELD 

ABRO AD ON SEPT 26 ESPEC IALLY IN LONDON HAS 

BEEN CONVERTED INTO CURRENCY IS GUESSWORK BUT 
, -4 

co 
N 
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IT IS POINTED OUT THAT I N CASE OF LARG E CORPOR­

AT IONS THE CO NVERSION I S R I SKY S INCE IT IS 

DIFF ICULT TO ELIMINATE TRACES OF THE OPERATION 

FROM THE BOOKS OF CORPORAT IONS 

ON OTHER HAND WHILE IT IS CERTAIN THAT 

THERE HAS BEEN A BRISK TRAFFIC IN SMUGGLING 

OF GOLD ACROSS THE FRONTIERS IT IS INEVITABLE 

THAT THE PROCEEDS OF THE SALE OF TH IS METAL 

ABROAD WILL BE REPATRIATED SINCE OTHERWISE 

THERE WOULD BE NO PROF IT- CONSEQUENTLY EVEN 

THIS TRAFFIC AUGMENTS THE INFLUX OF CAPITAL 

INTO FRANCE 

~0 DATE INFLOW OF CAPITAL INTO FRANCE HAS 

PRODUCED A GREAT ABUNDANCE OF FUNDS IN PARIS 

MONEY MARKET WHERE OVERNIGHT RATE HAS DIPPED 

TO I PC-/ HENCE THERE HAS BEEN A REVIVAL IN 

MARKET FOR TREASURY BILLS- BECAUSE OF THISTREA­

S URY HAS BEEN ABLE TO INCREASE ITS BALANC E 

WITH BANK OF FRANCE TO 2 400 000 000 FRANCS 

COMPARED WITH 150 000 000 FRANCS A MONTH EARL I Ef 

DESP ITE REDUCTION IN TREASURY BILL RATE 

FUG TV 
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AD O FRE NCH GOLD DEL IVERY 

DESPITE REDUCT I ON IN TREASURY BILL RATE 

FROM 3 PC TO I 7-B PC- THE BETTER MARK ET 

FOR TREASURY P APER ALSO HAS FOUND REFLECTIO N 

I N DECLINE IN 30- DAY.ADVANCES BY ·BANK OF FRANCE 

AGA INST TREASURY PAPER TO 270 000 000 FRANCS 

FROM 1 627 000 000 FRANCS ON THE MORROW OF 

DEV ALUATION 

A F URTH ER INDICATION OF ABUNDANCE OF MON EY 

IN PARIS MARKET IS FOUND IN PRIVATE DEPOSITS 

AT BANK OF FRANCE WHICH ARE UP ALMOST 45 PC 

SINCE OCT 2- INASMUCH AS THE RETURNING CAP ITAL 

IS NOT WILLING TO INVEST IN MEDIUM OR LONG­

TERM ISSUES IT IS EXPECTED MONEY MARKET WILL 

REMAIN FLUSH OVER THE WEEK-END UNTIL WHEN THE 

TREASURY- S POSITION ALSO IS SAFE ESPECIALLY 

AS TAX COLLECTIONS NORMALLY ARE HEAVY AT THIS 

SEASON OF YEAR 

THE PROBLEM REMAINS HOWEVER OF INDUCING 

CAPITAL TO GO INTO REAL INVESTMENTS BOTH 

PUBLIC AND PR IVATE- GOVER NM ENT-S BUDGET PRO­

POSALS ARE HOPED TO SPUR THIS BY ABOLISHING 

THE 10 PC LAVA L LEVY ON COUPONS OF STATE AND 

• 
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DOMESTIC STOCKS FROM 24 PC TO 18 PC- T AX ON 

FOR EI GN D IV IDENDS HOWEVER REM AI NS AT 25 PC 

I N ORD ER TO MAKE INVESTMENT IN DOMESTIC STOCKS 

RE LATIVELY MORE AT TRACT IVE THAN I N FOREIGN 

THE BOURSE HOWEV ER HAS NOT YET REACTED 

FAVORABLY SINCE IT IS DISCOURAGED BY ANNO UNCE­

MENT OF INTRODUCTION OF THE COMPULSORY FISCAL 

IDENTI TY CARD AT THE BEGINNI NG OF THE NEW YEAR-

3~ 
ADD FRENCH GOLD DELIVERY 

PARIS- LEGISLATION FOR TH IS CARD WAS VOTED 

THREE YEARS AGO BUT IT WAS NEVER ENFORCED 

BECAUSE IT WAS BELIEVED IT WOULD BE INEFFECTIVE 

AS A MEANS OF TAXATION CONTROL OWING TO THE 

HUGE NUMBER OF TRANSACTIONS EMANATING FROM 

PROBABLY 8 000 000 HOLDERS OF BONOS AND SHARES 

THE SYSTEM IMPLIES THE INSCRIPTION ON THE 

CARD OF ALL COUPONS PA I D AND THE DELIVERY 

OF THE CARD ANNUALLY TO THE TAX CONTROLLERS 

FOK COMPAR ISON WITH INCOME TAX DECLARATIONS­

THe CARD HOWEVER FAILS OF ITS PURPOSE WHERE 

TAX CO UPONS ARE CASHED ABROAD 

Regraded Unclassified 



TO FRENCH CAPITALISTS IS THE TAX ON COMPANY 

RESERVES WHICH HAS BEEN BORROWED FROM PRESIDENT 

ROOSEVELT- THIS WILL BE NORMALLY 2 PC BUT IN 

CERTAIN CASES WILL GO AS HIGH AS 4 PC OF THE 

1937 RESERVES ANTICIPATING pROFITS FROM 

DEVALUAT ION 
' 
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~o . 19 $6 Seoretary »or genth&u 

OCT 
FRENCH AND BR ITISH REPRESENTATIVES CALL ON 

MD~GENTHAU 

WASHN - REPRESENTATIVES OF FRENCH AND 

BR ITISH GOVERNMENTS WHO WERE ACTIVE IN 

ARRANGING PREVIOUS MONETARY AGREEMENT 

CONF ERRED WITH SECY MDRGENTHAU AND A GROUP OF 

TREASURY AND STATE DEPT ADVISERS 

THIS MORNING 

NO STEP OF MAJOR IMPORT AN CE WAS UNDER 

D ISCUSS ION IT WAS LEARNED AUTHORITATIVELY 

- THE BRI T ISH WERE REPRESENTED BY V A L MAL LET 

COUNSELOR OF THE EMBASSY AND THE FRENCH WER E 

REPRESENT ED BY JEAN APPERT F INANCIAL AT TACHE­

BESIDES SECRETARY MORG ENTHAU THE AMERICAN RE­

PRESE NTATI VES INCLUDED 

ASSISTANT SECY TAYLO~ AND OR HERBERT FE I S 

ECONOMIC ADVISER TO THE ST ATE DEPT 

Regraded Unclassified 



october 30, 1936 
( DJ 12: :l6 p. m.) 

French and Briti sh Representatives Call on worsenthau 

Y/aehn. - Representatives of French and British Govern­
mente who were active arrans1n previous monetar.J agreement 
conferred with Secy . uorgenthau and a group of Treasury and 
State Dept. advisers thiS morning. 

No step of maJor importance was under diacuaeion, i t 
wee learned aut horitativelY. The British were r epreeented 
bY v. A. L. Hallett, Counsel or of the Eabe.ssy , and the Frenoh 
were represented Q1 Jean Appert, Financial At taches. Beei dee 
wr . worsenthau, the American representatives included Aeet. 
secretary Taylor and Dr . Herbert Feie, Econaaic Advieer to 
the St at e Department . 

.... 
co 
co 
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Oo~ober ~ 

The a t taohed drat~ of oable ~o OoobraD wa• pre­
pared b7 Dr. re1•, bu~ 1~ ••• deo1ded no~ ~ •IQd 1~ 
1n ~n1• fora, ~he group na•Lna ooae ~o an !aPa••e when 
d1•ou••1n6 1~. I~ wa• deo1ded ~o a1•e .ore ~ouah~ and 

•tud1· 
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4VQIBA88Y 

PARIS ( JR.UIOI) 

FOR COOlltU JROil fBI smRETARY or 'I'~ TJU:AstJRY. 

I u f~rward1J18 ~o you below the ~u~ ot ~he ~JPe of 

publi c deolara~ion regarding a gold arrangeaen~ between 

~he Allericaa 8.114 Belr;iaa ~ which would be aooep~­

able to us aDd which I hope and ~rua~ will likewhe b8 

acoep~able to ~be Belgian Go't'er1111an~. 

In drafUIIi it I haYs taken into full aocOWlt Ue 

fac~ thd Balgiua hae re~ned to ~be sold etandard and 

UDder ita u1aUJ18 arrang•ante gold a0\'•8Dh in aDd out 

of Belgiua are parai tted, 8.Dd. alao ~he axplan&tiODa you 

haYe giYen •• in regard to ~he atti ~ude of ~ha Belgian 

Go't'ernaan~ and ita desire to &Yoid ohaagae in ita present 

arrangeaenta. 

ror your guidance in further dieouaeion 1 , bf *t'= 

a· &SLCIU1M I wish to apin lilake clear ~o you what 

ay guid1118 ideaa in ~he •thr are. 

J'irat, as regard• the charao~ar of the arraag•at. 

Any arr&Jii-n~ n01r entered in~o between ~he Aaericaa aDd 

Belgian authorities I reprd aa prtaartly ~ha natural IUp­

pl-r&taUOil of the ~riparUte declaration in reprd w 

a tab111 ty -de by tha Aaer1can, Bri ttah aDd rreaola Go't'erll­

aeAte, tn wlaicll the Belgian ao.er-8Dt joine4 1n iU r&ote 

to tbe Allerio&D Treaaury of s.,t.ber •• ! Ilia 4eolarat101l 

of -•tarT pol1oy ple.4ed tta. IO"er-ts oonoerAed t o 

direct their -•tarT polio)' for Ue purpoeee •JPI'••.- ill 
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the public deoluato.ion. Arr&~~ge.nh for tohe purobaae a114 

ll&le of gold I regard ae a -· of turt;~r .U:iJii effectoiYa 

toheee purpoeee. In •i .. of tba fact tbatl •••••.., pol1cy 

llae •baa be¥4 ado IIJo public decl&raUone a di.reot coaoern 

of go•ernaeDte, I consider U both ooapletely lopoal and 

necaaea.ry tbat connected arr&n&ementa dealing witob tbe pur-­

obase and aalo of gold are likewise a aatter of coucern for 

gOYerz:aeDta, and that the uU1aah reeponaibility for the 

execution of any arrang•ent.e eDtered into in that field 

11\let rest upon gOYarz:aente. That bas been ey guiding tbo1J6bt 

during the recant diacuaeion with the Belgian authorities. 

It should be clearly understood and should eo appear 

1n the public preaentation of the arrangement, that the 

Aaerican GOYarnaeDt and the Belgian Go'fernaent accept re­

apoaeibility f or the operation of gold arrang•ents, and 

the reeponaibility of seeing tbat they eerYe t o aeaiet i n 

aalting eucceaaful the priudplea ellbodied in the e111lltan­

e01la deol&raUon, and ill ao way worlt apinat auoh priD­

ciplea. It ie 1n this aenee that I bel1Cl'fe 1t neceaaary 

that the Balpan Go•ernaent clearl y awear a a a prlDCipal 

in the uerlcan-Belglan agre•ant now UDder d.lacualion. 

on the other 

~be &4aptation by 

band, I ba•a no w1'8b to 1na1at upon 

Belglua of any pez~1oulllr eet of arrance­

If the 

Belstan GOYarz:aent bal1eYee that preeant •rrang ... nte 

for p~l4 .,•••t• wCIIll.d eaUefy the ODderlying ldaa of 
tile 
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t be •1aul'-eou.a daolaraUon, and. ita r eaponaibil1t1ea 

under the gold agreeaent now under d1aouau1on between ua 

I regard that aa a aatter for their deo1e1on. The whole 

work of exeout1nc the gold arr&~~geaenta My be left to 

the Bank of Belg1'11.11; the gold that a OYea 1n and out II&Y 

• 

be the Bank of Belg1WI1 e gold; and the Belgian ~ernaent 

-Y not participate 1ll any way in the day t o day operation 

of the arrangeaenta. BoweYer, the ults..&t. respona1b111ty 

for the execut10D of the arrange•ent 1n oontor•ity with the 

spirit of the ~ oillt declar&t10D would be the reeponeibUity 

of tho Belgian GoYernaent and in the Pent of difficulty 

cr aiaunderat&Dding, we ahoul.cl expect t o dieouaa the •tter 

with the Bolg18D GoTel!' ... ent and not the Balik of Belgim~. 

Second, and closely oonnected with the preoecling anal­

ysis , is tho problea of publication. I feel it essent ial 

that if an agree~~~ent be reaohed between the Allerican Belgian 

Treasuries regarding reciprocal purc hase and aale of gold 

there be f ull public knowledge of tile faot of aaro-nt. 

Beyond that I aee no nec111tty f'..lr public • tat•ent 

or for the publication of the cleta11e4 arrang .. enta. 

SUch details baTe not bean publ1alaa4 aa reprda the arrang.­

aote now i n enatenoe between the -'-rican Trea.u:ry u4 

the Treasuries of Ora&t Britain u4 Frame. 

I bel18Ye that tall public knowlaclp of the anatenoe 

of &a utarwco .... r-tal arruc-at 1a both 
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deeirable. The Aaeric&n Tre&8Ury cannot enter i nto aay 

arr&~~geaente fr¥r ~he purch&ee and eale of gold without pub­

lication ol ~ fact, aDd in .uch publlcaUoD it -•t be 

clear that the arrange .. nt i s with anotber ga.ernaent . 

FUrther, I u of tbl opinion that a1ob public lmowledge t. 

deeirable and helptul and not the o011trary. Such a state­

•nt of t • type I - suaesUAg would appee.z t o ae 1n 110 

way to justify G<wernor J'l"anoll: 1 a fears a s tran8111 Ued iA 

your 1061. It should sene t o iDdicde that the Belgiu 

autboritiell are acting in eYery way t o -.ll:e effectbe t he 

s tal:t l Uy of the belga; I cannot 11ee how the ga.ermaental 

r espons ibility of arrangeaents for reciprocal purchase &Dd 

sale of gold, balled on and 1n accord with existing Belgian 

l!lw, c&D concebably be construed by the public as bringing 

the stability of tbl belga into question. J'urther11ore, 

I do Dot see how J.t can eiailarly be construed &II oontra­

YGiAC the 1-e 11hich fix the relations between the OOYerD­

aent and the Central Banll: . 

I baYs, t o repeat, no desire !or useless publicity 

reprding the operations of the stabiliaati cn fund or of 

any arrange .. ute t he Aaerican Treasury aay enter i nto re­

prdiag exoh&Jlge of gold. Bu.t on the ~r hand I haYs 

the tulleet desire &Dd int.ntioD of ll:aeping the Aaer1oan 

publio tully 11lfr1rlle4 of tbe UDde.rlY111i pri1101ples &lld 

D&~e of uy o-lt••te whi~ we aoo-s»t, aDd if eucb 
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aouon 18 inca.p&Uble with pren.illng praoUoee i n 

Belg1-, I ah&ll reluot&nUy ban to gi't'8 up the idea of 

etteoUq a n a,sre•ent w1 til the• in thia tielcl. 

In .--ry, •:r Yiewa are: 

(1) That the arrangeMnta tar tbe purohaee aDd eal e 

ot gold between Belgiu. aDd the United States .uet reat 

on an agreesent directly entered into between the two 

Govemunta, &Del plaolng ult1aate reeponeibilitT upon t h ... 

(2) The ta.ot ot the exietenoe ot this agreement 11111t 

be publicly known. 

(3) That if the Belgian Go-..ern.ent wiebea to leave 

t he execution of this arrang .. ent oo~letelT t o the Bank 

ot Belgiu. I regard that as a .. tter tor their deoie1on. 

(4) That aa to the preciee ter•• and detail& of 

the arrang8Mnto t or the reciprocal purcbaae aDc1 a&la of 

gold and a1•1lar tecbnica:l •ttera I see no neoeali ty f or 

publ1oat1 on . 

EA:D:Lft 
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FltOII!RAL RII!SitRVI! BANIC 

Of' NEW YORK .-
CORRESPONDENCE 

com DII!IJI. nx.u 
OAT£ DdobU n_ liJI0 

SuBJr:=-IJIIoiPIOD CQ!lf •m01 ~ 

1... _L_ Dlaka_ __ 
--- ----"'1&1. OLDAIC!I 

Kr. Cal'ilual oallecl n U1" 'o4q ud na\ecl tha' iaa-eb 

aa t h o Pal'ia aartcn 1101lld be olo1ecl oa lkmdq be •• 101ac to lllld •• 

a cable Sh11 aftol'llOOD1 repeaUq \odiiJ' • ol'4ar, 10od for Koedq. I 

a ado reforiDOe '0 J'Ofterdql I \aloplloao OOIITOrlaUOil ud lllll\iODH 

t hat illaauoh u \be loorftUJ ha4 loft Walhiq\oa JOA&l'dq after­

noon and would aot be bau utU WeclnoldaJ aol'll1q, thuo ... ao' 

IIUch t hat I CCMIJ.d do ill tho aMilUao. I wald, ll.ownrer, like, I -­

tilluod, to ra11o a fn po1D''• 411C111111oa of 'llbich ~4 elldlo •• t o 

undera,aad tho 11\uaUoa a l1Ulo bn\or. I\ •••ad to •• \ha,, ao 

uUor what happeecl, he wald YOI'J' 11lrol7 ulUaatelJ lo .. aeld. 

Cal'11Uol r.,liod \bat tha' wa• IIU'o. I poilltod out tba' thll •••eel 
to •• t h o illwi,ablo nllllt llllleaa he ftllted to dopro11 \he fl'lllllo l'do 

conlidorab1J ill te:ra1 of tho dollar and norl1Jl&. Cari&uol ropll .. 

that tha\ wu not tha1r ill\IDUDD. thoro were alao a fn -••• 

which I na 1D a poi1Uoa to aako ao• ud tho•• wore \he followialr 

{1) t h oro ftl of oouae a AJ'ODI 4ol1ro bore to oooporah to tho 

IUllon auet poaliblo ud aon oona11llJ ao dtliro to ool­

lido with h11 Jl•• ill e.:r ..,., aor (u4 \bia of oour•• ••' 

witboll' IIIJ'iAI) to \alee ........ of tho iatol'UUOD 11YID ••• 

(1) I •• a U.U• uemaill tlbfthar .. OCNld be .., ..... to 11n 

a 4et11li'o aiiiU'IIIOe \ha' IAJ' l'de -.ld be bold d IAJ' 11Y• 

lwol. cars.ao1 idonwP'ecl to 1111 U1d be .ftlllT a4ernoo4 

\lid. 

(I) •• ware faetac a roa1 Ulftnl\7 bM_.. .. W ao a\ol'li.lll 

to ..U .-J.eaa 1' wa lit'•" ,.U. AI a ,. ... to IIIla Je .. 
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ln.:-C1rE CORRESPONDENCE 

COJn.DD!.IjL nLa 

I'I:DER'IL RIISERVII e'INIC 

OF NEW YORK 

~ J. L Kaoke_ ----

o .. n Onober Sl, 1~11. 

suaJa=-tiLIPJlon COIYIIUIIOI wm 
_un OF _DA~g, 

- I-

hJ'daT, our whole ur.aa•ct ftl baaed 11po11 t he Lo.Dcloll cold 

prioe. that be1Da eo, U ... quite CODoeinble that at tiall 

t h e Loacloll cold price wul.d be tilled at a hnl that would 

cau1e 111 ua aotual l o11 it we eold nnl1Dc qa1.Dn u at 

4.8~. I took 1t tor cruated, I cont1Dued, that 1t wa1 not 

hia 1Dtctton to IIIII"' that •• lhould enr 1111 ateJ'liDC at 

a lou. Caricuel replied that he wollld not th1llk ot tt. 

(4) Could h e CiTe •e ua 1D41caUOD u to how he planned to operate? 

Cartcuel replied that he wov.l.d be 1D Lollllon next Jlon~ 1n order 

ott1cial.l7 to hll \he Br1Uih that thq were coiDC to pq ott. 

t he 1D1tU.cta would l'Wl rro. loT•ber 10 until Deo•bn 88 -

tairl.T well spread, one 1D1tU.ct a week, t he tirlt ot 

ee,ooo,ooo and the other ot &e,ooo,ooo - and to en the reaction 

ot the Britilh. He thoucht t he Br1Uih would quite undel'ltad 

t hat t h e l"rOilch lhftld be 8Dllioua to pq ott1 he wu sure that 

\hq ~d 4o all tbe:r oould to lUke \he utter eaq t or ~e 

J'r•ch. th11 trip would cin him a chance to find out What the 

Britiab n"1 were. '111• he retumed rro. London he would oall 

ue qaiD. the real ob~tn ot h11 call 7eltel'UT waa t o aoqlla1.Dt 

•e with the deoiaiOD thiiT had tall• (nl'7 cOilfidOilUallT or 

courll) uad to eable u1 to -dernua4 \he r..-1 tor nrcc\h 

ot nerl.iDc u aaoh nrec\h abo8ld d«elop. It, ~l'iDC the 

perio4 or ~eir J'lraba1e 1, nerliDI wa1 to aboot ..,, •• 1t did 

_e uae ... to, ~ 1.10, ~e pt.Ded t..-aant• WR14 or 

ecNrll re.-lt 1a a ft17 1r1 .... 1 1011 fer the l"rrOlab· Be allan4 
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CORRESPONDENCE 

COlin D!ftUL rJLII 

I'I:DERAL AI!SI:AVE BANI( 

OF NEW YORK 

1$ 7 

19 7 
DATE Ootobtl' at, liM. 

sua.~cCT !ILVB.OJ.J COR:rn•mOJ IID'B 

L. w. lllolre"----- -- JIJR OJ' J'WCJ, -. -
oar 1Dteren 1D haYina \he auket u nead7 aa pou1ble. I 1a.,atre4 

m n her he 1D\tud~ PriaU'UT to opera\e 1n Loa4oa. Caripel .. ._ 

plied t hd t hd n a hh 1DtcUm bHauae he Deeded ahrliqJ 11 be 

could not c et t he ntrliDc 1D t he auket at preact ratea he wwl.4 

ben to aell sold 1D London 1D or4er to en ahrl1.Dc. 8aoh Nle 

would be aa4e prtntelT to t he BUlk ot JD&laod, I pointed to hia 

recant opere\iona which h.a4 bee 1D the direction ot rupponiDc 

tranu r ather than lteepiDc trance troa coiDc up and alked wbether, 

under the c1rcualtancu, he expac11ed to ce11 11uch aterl1Dc 1D t he 

aarket unl.eaa he wanted t o dtipreu the traDe ra11e. He repeated thet 

he had no int111Uon to depreaa the tranc r ah and added 11hat per-­

aonel.J.T he did not \hinlt he could buy 1111ch eterl1q. He added t lat , 

1D France , the polit1oal eituation had a very iaportant 1Dtlueooe on 

the trend ot the tranc and, therefore, nobod7 mew Wbd t he tuture 

had 1.D atore. It political wch 110Yed _thlJ', he tbouaht, t hf'1 

ahoul.d be eble to purabue a fair ..ount ot n erl1Dc. I acUODe4 

that 1t he waated to ciYe ua nerlinl or4era tor eaecutioo 1D thia 

aerket we lbevld naturallT be Yel"1 hapP7 to do the ben po11ible. 

Cartauel 414 DOt th1Dlt he Wlll&ld aiYe ua a11er~ order• beoe.uae he 

did Dot hue the c!oUera to pq t or the nerliDc· HecaiD .-pba­

liaed 11he nMe,.it7 ot U..111Dc thA wbole ••"u 1D nrtaten coa­

tidcae ud I a111ured hill tla11 he need aot WOII'I7 oa 1lhd aoore. 
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