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Alsop {Joseph) - IU.ntner {Robert) 
To atart column for North American Newapaper Alliance 

on Moveaber 15th .• ·· ··· ·· · •••••••••••••••• • •• • • •• • •• • XCIV 21 

Ann~eifh~~ide News Service• Oliph!!Jlt memorandum on 
American Telephone and Tele~tin Company leased-wire service 

: B : 

Bank tor International Settlements 
Cochran reports on meeting- ll/9/37 •••.••• •• • • ••••••••• 

Bueinooe Conditions 
St erilizatioo of gold: Future action, in light of 

threatened depression, reTiewed by lllliJr with 
a) Rierler - 11/J/J? .....•••••••..•• • •••• • .•.•••.•.. 
b) Viner - ll/3/37 • • •••••••••••••••••..•• • . ... •••••• 

IO&Jr writes YDR coccerning fear of another depression 
a) Letter in IO&Jr's own handwri ting ••• • •• • • • • • ••• • ••• • 
b) • aa sent- 11/4/37 ••.....•••••••••••.••• ..•.. 

IO&Jr and FDR discuss th.reatened depression - 11/4/ 37 ••. • 
a) YDR scathing in rejectloo of idea 
b) FOR asks HMJr to talk to Eoclea about Eccles' 

proraed program 
1 I!MJr ' phones Eccles to bring any plans be 

may have with him when ho comes over for 
luncheon - 11/4/37. • • • . . . . . . • • . . . ••• • • ••••• •• 

c) HWJr asks about further sterilization of gold; 
FOR says he bas completely misunderstood HMJr -
thought he was asklng hlm to rdae the price of 
gold 

d) HXJr thinks Dnited Statoa should atudy 
1) Cessation of sterilizatioo of gold 
2) Spending some of tho gold alread.y sterlllzed 
3) Lowering excess reserve requlre::ents 

FDR at Cabinet meeting states be ' s tired of depresslng 
picture eTeryone is painting without any actual 
auggestiooa- 11/ 4/37 .•... . ..• • ••... • .• •••• ••• • ••• • ••. 

a} IIJUr feel6 Cover~~~~ent should atud.y 
l) Public utilities 
2) Railroads 
3) Housing 

b) Farley and Wallace back IIMJr in biB polnt of view 
1) BMJr discusses situation witb Farley -

ll/6/37 .................................. . . . 
Sterili &atioo policy• Possible discontinuance discussed 

at oonfer«lce} present: BMJr, Tt~ylor, Viner, Lochhead, 
llbite; Eccles, Coldenweber, JU.melblau - ll/5/37 •• ••• 

T&Tlor -orandua giving three .,.in reaeons for 
threatened d.epression - ll/5/37 ••••.••••••••• •••• • • ••• 

1) Lack of positbe attitude OD labor probl-
2) D16like of present tax structure 
3) Fear that Ad•fnf stration will relllllle excess or 

apcd.ing at first aig:oa of a receaaion 
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Business Condition• (Continued) 
Butterworth gives London Econ0111iat' a point of vie• 

oo aituatiao in Aaerica- 11/6/J? •••••••••••••• ••• ••. 
Butterworth reports on PNssure of dollar - 11/8/37 •• • • 
FDR and HIIJr diacuea fUrther threatened depression -

ll/8/37. . . ......•..••••••..•..•••.•...•••• .•.. . ..•. 

China 

a) FDR CC8p&r81 P'asoi• e.nd Deooooraey at 
present tiM 

- c-

Baas memorandum on current trade •1tb Japan and China -
11/3/37······~ · : . . . .. .•.•••• ••••• •. • ••... . •. . •.. 

Chi.Dese Ambasaador cOnfers •ith HIIJr- 11/3/37 ••.•••••• 
a) Silver n011 in London discwssed 

Chinese Mbaaaador consults HIIJr about second shipaent 
ot ten allllcm ounces of silver on boat tollO'IIing 
S/S President Roosevelt .trlch ...ul 08lT1 ten alllion 
ouncee on 11/15/37 •• •• •••••••••••••• ••••• •• ••• •• ••••• 

Claims, Government 
Further Oliph&nt muorandum concerning utilities and 

railroads again•t which Government haa cldms, rlth 
vie• to selection of one as possible aubjoot for 
model reorganization- 11/9/37 ••• ••• ••••••••••• ••• •• • 

a) otllitiee Pour and Light (in the C!iic~o area) 
b) lfichita, Northwestern RallQT C0111pe.cy, if 

he.ndled atrictq rlthin the Treaeury; 
Al.abama, TeDDenee, and Northern Railroad 
Corporatioa, if haDdled through Reoonatructicm 
Finance Corporstiao 

-0-

0ePNSSiOil 
See Business Conditions 

- E -

II:Dgland 
See Stebiliaaticms Great Britain 

- F-

Financing, Gove~t 
C.l 1 tng of approxaateq $5 blllion of outstanding bondss 

oup.ant reporta at 9•30 -ti.ng t110 oasee are about to 
be arped "llbich will eatablleb r!&bt of ~ to 
take th1a aoticm (Ma- caee) - 11/3/37 •••• • • • • • • • • • • • • 

P'ranoe 
See stabiliatiOil 

Book P-ee 

XCIV 136 
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Gold 
S.. Japan 

• Stab1llaat1011: Great Britain 
for Sterillsation (future plana) , eee Business Cooditioae 

Great Britain 
See Stabilization 

- I -

Italy 
See StabUizationa Great Britain 

- J-

Japan 
treasury asks State Do;artaoent to arrango through 

American Eoabassy, Tokio, tor intor~~~~tion ·coacerning 
all clevelopaents al'teoting the yen, the exchange 
situation, et cetera, since actual Japanese export 
of gold. to United States since October 1st has been 
larger than =ount c:entioned by Bank of Japan -
ll/2/37. • • . • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • • • • • . • • • . • • XCIV 7 

Haaa IIIA!moranclum on current trade with Japan and. China-
ll/J/'37 ••••.•• • •• •. 0 0 ••••••• • •••••••••••••••• • 0 • • • • • 29 

- K -

Kintner (Robert) - Alsop (Joseph) 
To start colwm for Korth Aaerican Hewapaper Alliance 

oo. HoV'Glilt»er 15th ••••• • • • •••••••••••••••• • ••••••••• • • 

- .. -
Magill, Roswell 

21 

:!'DR, J&llll!a Roosevelt, and. Hl.IJr con.fer coocernin& -
ll/8/37 •• •• •.••.••••••••••• 0 ••••• • •••• 0 •• 0 •• • 0 •••• 0 • 153 

Mason Case 
See Financing, Governaent - Calling of United States beads 

-lf-

lfation-Wicle News Service (principal purveyor of racing information) 
Oliphant memorandum on whether American Telephone and. 

Telegraph Company can refuse leased-wire aerrtce - 10/J/J7, • • 47-A 

lletberlanda 
See Stabilization 

- 0 -

Oliphant , a.r-n 
See lati<lD~icle Rewa Serrtoe: a.-or&Dd>a oa .Aa .. ican telephooe 

ancl Telegraph CC8pe.D7 leased-wire aerrlce 
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Book Pace 

Public Utilltiea 
See Cl&iaa, OoYel'DIIent 

- R-
Racing Inforaation 

See llation..l•ide lleW8 Service 
• .Anneaberg, ltoe 

Railroad a 
See Claiaa, OoYel'DIIent 

Revmue Rerlaion 
llagill ••orand:ua of conference with !'DRJ preaect: 

BMJr, Wallace, Doughten, llarvin Jones, Vinson, 
Bell, and Magill- ll/9/37 •••• • ••• •• •• •••• •• •••• •••••• XCIV 192 

- s -

SUnr 
See China 

StabillzatiCD 
See also Buaineaa Conditions 
BMJr•a atst•ent concernin& gold laaving ccunt.ey 

a) Asks Knoke ooncernin& reaction- ll/9/37 ••••••• •• •• 
b) Thanks •s..ney• IUein for the wa:r gold atoey was 

b.a:od.led. - 11/9/37 ••.. 0 ••••••••• • •• ••••• ••••••••••• • 

c) Asks Butterworth concernin& reaotiCD - ll/9/37 ••••• 
France: 

Report CD actions or French control operating through 

Lo~/)~~~~-~-~~~ -~ ....................... . 
11/ 4/J? ••••••••••••.•••••••• •••••••••.••••• ••••••. 

Great Br itain: 
Walsy gina Butterworth res.-.1 ot ca.aisaione including 

(a) proposed 'rlait e to Turkey and Ita~, and (b) Swiaa 
sale a of dollara &Dei purchases or gold - ll/2/37 •• • ••• 

Butterworth reports on connraation with Ola7, Econoe.io 
Adviser ot Bank or England- ll/J/37 •••• •••••••••• ••• 

a) Clq ' xpressea doubt that recoveq 1 a pauee 
1a onlJ' t•poraq 

BMJr tella x-hhead to intono ~land that •attar ted&)' 
- will eell no aore gold in London} we will retain 
the little •• baTe lett•- ll/4/37•• ••• ••••••• • •• • •• • 

Butterworth reports f'artber - ll/4/37 ............ .. ... . 
a) lo gold Ocain& out of India, tbue turtber 

ocaplicating aituetian 
Jetberl&Dda: 

Knoke talka to de Jong (De Bederlandaobe Bank) concerninC 
subdi 'rlaion ot apeoial gold acoDilDt into Account A -
that ot Dutch Eqw.liaatian l'uDd- &Dei AoooUDt B -
that ot De lle4erl&Ddaobe Bank - ll/8/37 ............ .. • • 

Switaerl&Dda 
x-hb...S ~on pre-t aituation- ll/6/37 .... . .. 
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SECrEtary of Stat£, 

Washington. 

682, llovtmbtr 1, 6 p . m. 

GRAY 

London 

Dated llovtmbEr 1 , 1937 

REc 1d 3:30p. m. 

FOR TREASU!tf. FRO;: ' UTTERI'iORTH. 

• ... . 

Dut t~ French holiday forEign Exchange markEt was 

SlMll today. HoWEVEr, Swiss banl~s c ontini.!E to stll d(ll­

lars acainst sterling for the purposE of purchasing gold 

and rEcEnt dollar movEoEnts arE occasionEd by this policy. 

SEvEral. London banks havE what constitutEs standing ordErs 

to purchasE gold .on Slfiss accolL"lt. Dtspit t prEss storit s 

apptaring in thE FiilAiiCIAL 1-!E\'/S and othtr jol.!rnals thEre 

is littlt EVidEnce to indicatE any widEsprEad rEhoa rding 

movEmEnt . Tht concluding portion of thE articlE on this 

subjEct appEaril\3 in today 1 s FINANCIAL t<EWS may bE of 

intErtst as indicativt of tht limits of public knowltdgE 

on rEcEnt operations . "Th.ErE would bE an ExcEllmt oppor-

tunity for tht Washington Administration to unload somE 

of thE gold thE influx of which gavE risE to so much 

agitation a fEw months ago. All they would havE to do 

is by agreEment with thE British authoritiEs to allow 

thE 

1 
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2- Uo . 682 , UovonbEr 1, 6 p . m., from London . 

thE premium on gold to widen in accordancE with supply 

and dEmand, and to ronovE . the ban on gold withdrawals 

through private arbitrage . Or alternativ ely they could 

undertake to sEll gold in thE London markEt so as to 

strengthen thE dollar ratE through the rEpatriation of 

thE procEEds. It is not known whether the gold sold by 

official quarters is British or AmErican but judging by 

the tmdE'lr.y of the dollar ratE thE United States authori­

ties EithEr do not stll gold or do 'lOt sell Enough o~ it. 

!lor docs thE exchange equalization account appear to b£ 

vtry ?.nxious to prevent an apprEciat Lon of stErling. EvEn 

tho~~ until nou the movEment has n~~ beEn substantial 

it would be wEll if thE cxchant;E EqULilization account paid 

attEntion to it beforE it proceEds mueh furthEr . During 

thE gold scarE thE ~changE equaliza~ion account failEd 

to buy suffic ient gold to prEvEnt an unwanted appreciation 

of stErlin:;; . !low 1t is sElling too much gold , Encouraging 

a risE in stErling instEad of counteracting it . If thE 

authoritiEs art anxious to modErat E thE widEning of the 

gold premium they could do eo without thEreby causing a 

rise 1n sterling . They could buy dollars and earmark 

gol d in •rEw York to an amount in EXCESS of thE amount thEy 

stll 1n thE London markEt . " 

Bill GRAM 

KLP 

2 
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EDA 

SEcrEtary of StatE 

Wash ington 

6071 JiOVEIJlbEr 2 1 7 p . m. 

FOR T~Al>U.TI' FR>H BUTTERWORTH • 

GRAY 

LONDON 

DatEd NovEmbEr 2 , 1937 

RECEiVEd 5 :20p . m. 

..-n thE coursE of a convErs::~tior. ·.valFy EXJ>l"~sstd much 

thE 'eamE vi Ews as Phillips, rEporttd in No. 673, OctobEr 

28 1 o p . m., Emphasi~ing that this was a momEnt of 

"pausE" in thE British rEcovEry move:mEnt :md that activity 

rtmaintd at an Extraordinarily high lEvEl . HE did, howEvEr , 

admit that a vEry dEfinitE changE in mEntality had occurrEd 

and that insufficiEnt timE had intErvEnEd to pErcEiVE any 

r EflEction of that changE in systtma~izing Economic 

activity. At thE s amE tim£ hE pointEd out that thE cart 

doEs not pull thE horsE in GrEat Britain in a mannEr com­

parablE to thE UnitEd Statts . 

WalEy also said that hE was shortly making visits 

to Turlc.Ey and Italy. ThE ExchangE clEaring arrangEmEnt with 

Turl,Ey was not worldng satisfactorily although thE tradE 

bEtWE En thE two countriEs was rougnly in balancE< British 

crEditors WErE now approximatEly EightEEn months in 

arrtars in obtaining paymtnts. HE rEfErrEd to thE 

3,000, 000 

3 
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EnA - 2 - I/T>87, JfovonbEr 2, 7 p . m. from London 

3,000, 000 pound credit given by British intErEsts ror 

thE construction of a steel works in Turkey as a com­

plicating factor and an EVEn more complicating t'actor 

"the :?orEi8)1 O~f1cc 1 s ardent desire to be vEry rricndly 

with thE Turk" • 

The Anglo- Italian clearing had worked out vEry well 

and practically all ~ the arrEars or British creditors 

had b een cl£artl away. Walcy implicu that certain read-

j ustrn~nts now had t o ;,c made in thj s asrcEmcnt but they 

related more particularly to the future allocation of t'unds 

bEtvrccn rinancial interests and current t!'ade . In response 

to an inquiry about the possibility of aba,doning exchange 

control at this timE Walcy said that in the given cir­

cumstances havinz chicrly in mind Italy's very real need or 

forci::;n exchange "thE abolition or the Anglo-Italian 

olcarins mift\t prove too great a tonptation ror Italy" . 
(that?) 

He added ~ whilE it was impossible to s et any precise 

int'ormation about Italian forci:;n exchange assEts there 

werE incrcasine; indications of stringEncy and he attached 

considerable importance to the ract that in Abyssirrl.a all 

possiblE proj ects were being h£ld in abeyance at the 

moment and that Italy in fact had not even penetrated much 

less attempted to control importan~ sections or the countc7 

which might wel l prove worth-while . 

In connection 

4 
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EDA - 3 - 1/687, novEl!lber 2 , 7 p . m. fran London 

In connection with thE que stion of Swiss sales of 

dollars ~d purchases of gold mentioned in No. 682, llovtmbcr 

l , 6 p . m., and t he fact that recent daily fixings of th£ 

pricE of gold at a premium of four or five pencE per 

ouncE on thE NEw York dollar parity has occassionEd 

comment , i t is worth rEcording that thE National Bank 
{has ?) 

of SwitzErland ~vE a discretionary buying pricE of -- -
~~iss !r~cs pf the 151. 468 pEr ounce. It is understood 

hEre ~hey nrc not: requirEd to t'lltE ar.y gold of.fered to 

them at t his ;-rice but that .figure is a sort of yardstick 

by which o. Sl'liss purchasEr of gold c0uld mEasurE thE 

maximum pric: rmich h£ c an sa.ftly pay . At today 1 s ratE 

of francs 21 . 49 and a.f.' t Er taking charges into account 

thE national Ban.!{ of Switzerland 1 s gol d price is Equiv a.J.r.nt 

to about 141 shill ii".SS per ouncE . T"n£ ref.~re a Swiss 

purchaser of gold who felt reasonably sure t hat thE llationw. 

Bank of Sl11 tzerla.nd would not loi-;Er its pric E of :;pld 

CO\Ud also fEEl rea sonably assurEd that on any price in 

Swiss franc s l<rriEr than thE of.ficial SVIiss pricE hE would 

bE unlikely to 108£ on thE transaction and h E would t here­

t or£ be quite willing to pay the London pricE at thE ruling 

Swiss rate or txchange even ~oush the London price VIas 

WEll above the dollar parity. Why he should be such an 

urgmt buyer of (;Old or why per oontra t h E British fund 

doES 

5 
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EDA - 4 - /1687, NovEmbEr 2 , 7 p . m. t'rom London 

dota not l t t out mort gold is another matter but thE 

nbov£ may (*) somE light on thE ruling pronium on 

gold. 

( * ) ApparEnt om1sa1 on 

SI~S :lfl'L 

' 

BINGHAM 

s 
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EDA 'i'EL<.:GrJC SE''T 

iiOVED'.bEr 2 , 1937 

6 p. m. 

Al·',El.!JASS "I 

'J'C':CYO ( JAPA~! ) 

283. 

Your 454, October 6 , 

Actual Ja:>~mese cr.port of (;old to U·i t cd States sincr 

October l :ms bEEn I!l'fCh larger than IIT.lOlUlt mcn~i oncd lly 

V~ce Governor of thE Bnnk of Ja;>nn. Treasury t1ould likE 

to kno11 hon much more of a gold movcr.n::1t it mi ,sht have to 

nnt ic:l.p!lt c t>ctv;.:cn "low an<l bcg1nninc of next yea r , V/111 

you cndc!lvor t o ;:.rocure inforn~ation on this point if 11nd 

as it can bE doac wi t hout cmbarraaar.~ r.rt , 

Pleas e keep Department fully i nform>.d as to all 

development s in JapanesE situation w:~ch ~~Y affect the 

yen, the exchange sitU!ltion, and oth:~ matters of interest 

to the Treasury. 

EA :Hl' :LW.J FE 

WEU.ES 
ACTING 

IIRW 
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JPC:OERAL RESUVE. BANK 

OF NEW YO RK 

" OFFICE CORRESPONDEN CE 

T O CQMPIDEI!TIAL PILlS 

F ftOM--
D. J. Caaeron 

DAn. •o't'Mber z, ltZ'I'. 

sueJ ECTo tel ephone CoD't'eraation with 

Bank ot 11aclmd 

llr. Dietrich called .. ,. .. terda)' at boae and requ .. te4 H 

to telephone the Balik ot focland to tlnd out whether they bad eold 

&D)' cold. I accordinal )' put in a call tor Mr. Bolt on and was o~­

nected at l o'clock. 

llr. Bolt~ aaid that t.iii"j"!lbad .botiV1t troa ua 121 &00 1000 

at $M. 8SJ that the otticial. price waa 140.6 1/2, which na up one 

penny tro• the pr eTioua da)', and that t he equiYalent was $&&.86-7. 

He aaid t he ezebanae oarket was e:.rtremel)' quiet and that the Jl'reneh 

were getti ng a little exchange which would probably continue until 

the opmlng ot the French Chaaber near the en4 ot thb aonth. 

' . 

' ' • 

I 

8 

Regraded Unclassified



... ,. ,-(: . 

PARAPHRAS~ Oi' TiLZG!Wt RiO~IVED 

FROK: J.merioan Embassy, PariS, France 

DATE: November 3, 1937, 5 p .m. 

uo. : 1552 

FROK: Cochran 

rae French control operating through London gained 

approximately l ,Ooo,ooo pounds of foreign exchange while 

French markets were closed on Saturday, Konday, and 

Tuesday. That is it gained about 250 ,000 pounds on 

Saturday , on lo!onday 300,000 pounds , and on Tuesday 

500,000 pounds. The control yielded about 40,000 pounds 

this morni ng , bringing rate down from 147. 50 to 147 .10 . 

By 4: 30 p .m. at this lower level t he control had bought 

back all that had been lost earlier in the day . 

Therefore, there may be a slightly favorable balance for 

t he day. One Paris-J.merioan bank purchased $200,000 

for the control on Friday evening . The stock market is 

inclined to be dull and rentes to be weak. Remarks made 

publicly by labor leader Jouhaux in favor of exchange 

control and by Cabinet Minister Faure in favor of 

nationalization of industrY tend to dim outlook which 

Redioal Socialist Convention at Lilla hnd somewhat 

frightened. 

"' . s 

During the Paris holidays ~ market contact visited 

London and talked to a nlllllber of people, including Bolton. 

Bolton gained impression in London that demands were being 

made upon British control to yield more gold to supply 

hoardiDg 
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hoarding demand• than it liked, and probable future large 

demands from India were a eouroe of worry to the control . 

UXJIU.d!illiu It was the opinion of m.y market contaot 

that purchase today of bel gae by the British fund might 

indicate an attempt to raise this currency to a level eo 

it would draw gold from the United States and in this way 

let America shere further in meeting demands for gold 

on t he part of Europe. I repeat this to you With due 

reservation. 

Statement of SWiss llationcl !lank as of October 30 

showed gold gainl01,500,000 S11'iee f rance. Statement of 

Netherlands Bank as of November let showed gold gain 

24,000,000 florins. 

END MESSAGE 

BULL ITT 

EA: EIU' 

10 
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Secretary of StatE , 

Washington, D.C. 

691, HovcmbEr 3 , 8 p. m. 

Gray 

LONDON 

DatEd llovElllbtr 3 , 1937 

Rtc 1d 5:50 p. m. 

FOR TREASURY FROI.I BUTTERWORTH. 

In thE coursE of a lunchEon convErsation Clay, Economic 

AdvisEr of t he Eank of England, cxprcssEC serious doubts 

17~tthtr Britain ' s recovery n ovEmtnt l7as only mon Entarily 

at a "pausE" v:hich vtoulc in due courf!E bE tErrdnat;cd in a 

furthEr upwarC mOVEmEnt (Th£ TrEO.S\:ry 1 S ViEYI EXpl't:SSEd by 

Philips and '7a lEy in llo . 673, OctobEr 28, 6 p . m. al".d no. 

607, ~ovEmbEr 2 , 7 p .~ . ) . Clay EmphasizEd thE change in 

~ltntslity and thE f act that contrac t s uErE in somE casts 

bEin~ ca ncElEd , in othErs not btinG pl a cEd if dElivery 

could not bt obta inEd in a reasonab lE timE . Vfrdlt cErtainly 

activity rtmo.intd at a vEry high levEl, it was impossiblE 

to prEdict on the basis of availablE information thE trEnd. 

Any dEfinitE prediction now hazardEd would 1n thE l ast 

analysis dep end on a personal interprEtation of thE tradE 

cyclE thEory. But there was no doubt that privatE EnterprisE 

VTas hEsitating and thE British Government would not bE prEpar 

to takE its placE . In this connEction Clay rEfErrEd to thE 

rta=mt prozram which unlEss it had to bt rEvisEd upwards 

was 

11 
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From London, #691 . 

wna no·11 pasoing its peak . Thus far it hv.d bEEn mainly 

directed tom::rda constructina production .facilities: whilE 

constrictional programs Tlould o.f course continue .for many 

nonths such as thE movinG of Government arsenals .from the 

~outh of England to less exposed places 1n thE north, in 

thE :nain t here l'lould now oq;in the second stage of pro­

ducing from thE recently ExpandEd v:orks largE quantities 

of "consumer coods " such as munitions , guns, airplanes, 

ct cetera . 

Cle.y lil~n:ioE co=mtcd or. thE iLlpl·c-·· :d tactics 

rEcent ly adopted by the French fund and confi~•~ thE 

fact tha t ;;.t had Gained about 25,000,000 pour.ds since '.:he 

l a test dcprccintion . HE a lso .fElt that Bennet •s bude:c t 

reforms am thE l'ECEnt El Ections hv.d improvEd the p.>s:..tlc-n 

but not fundamentally; tho.t thE real ~ifficulty rcmninEd 

politically nnd that no sign of a return of confidence 

was apparent . Clay thoucht that tht franc at its preaent 

level was neithEr undervalued nor overvalued but that it 

wns likEly that it would hE fur ther depreciated a t least 

temporarily bEfore t h e FrEnch situation turned . 

Clay also r eferred to thE tri partite acrt~~cnt anG 

characteriZEd the rela tions between 3olton and his oppo­

site numbers in the UnitEd States, Fr=.ncc, Switzerland, 

Holla nd , and BElGium as excellent . Incidentally, hE mEn­

t 1oncd that the amount of .fore 1gn EJ:chanc c bus inc ss I>Eing 

c.onE in LonC:on wcs i ncrE::tsin& 
incrtasil'.c 

12 
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incrco.:.ing and ga ve t h e following reasons therefor: (OnE) 

it was thE traditional center; (two) similar trading hours 

o.nd proximity to the continent: (thrEE ) thE fact that a 

lnrtt mar kEt always tends to grow larger; and (four) thE 

technical factor that it is mor e favorable for continentals 

to sell thEir gold in London and with the stcrli.nt; thus 

acquircC to buy dollars due to American fixed gold price . 

Clay t ermed thE American position as one of "liqui­

dity u=flation" and compare d it in some rco;pccts to the 

Frtl~Cll oituation . But in his opinion American h :avy indus­

try h ·.c1 nevEr r~ally acquired O\lff i ciomt momrr~um to wit.h­

sto.nd local storr.ts and hE ViEwed the prcs~nt in ccrms of 

1924 or 19~7 . 

Rumors continue to circulate in thE c i ty regarding 

oossible dollar devaluation and they reach here partic­

ularly from Sweden and Svtitzcrland wh ErE t~cy a rE either 

entertained or being kept a livE. 

Am informed that agreement has virtually btEn reached 

between Swiss banl!s and the l!ational .Bank by which a chargr 
per 1 • 

of one/cent per annum will be .111}P,O.Btd ' 'on forci~n balances 
( 

in Swi tzcrland. 

BIPGH.Ali 

S::S Eti!l 

13 
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GROUP liEETING November 3, 1937 
9: 30 a . m. 

Pr esent: 

i!. l . Jr: 

_ug i ll : 

Oliphant : 

H. L Jr: 

Taylor : 

H . ~ . Jr : 

Oliphant : 

ii. li . Jr : 

Olipnant : 

d . J.Jr : 

Cos t on: 

Taylor : 

rl . \! . Jr: 

Gaston: 

llr . Taylor 
!.lr . Magill 
Mr . Gaston 
.!r . Oliphant 
Mr . Baas 
Mr . Gibbons 
Mr . Upham 
llr . Lochhead 
i.tr . Mcrleynolds 

Good morning . 

Good morning. 

Good morning • 

Is tna t Rnere you (Oliphant) keep your notes (on snoe)? 

de r an out of cuffs. 

'!•ell, tha t ' s something , any1iay . 

Little hole in the bottom of it . 

You're trying to bala nce t he shoe . 

lioN a r e you? 

I •m all right . 

Something Rr ong ~ltn o ur daily b alance; it ' s going 
u;> . It is, yo u .cnov . I suppose it's Social Security 
money . 

I ncidentally, s nould I call up Mrs . - whatever her 
name is - tne publisher of tne Washington Herald? 
That was a dLrn good editoria l that man 1vrote . 

I didn r t read 1t this morning . 

/.tr . James Wigga1n wrote that . 

Any harm calling nim up? Would you call up llrs •.• • .• 

I tnink it would be a good idea . 
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H. \I . Jr: 

Taylor: 

H. M. Jr : 

Gaston: 

Gibbons : 

n. t . Jr: 

Guston: 

d. \I . Jr : 

lol agill : 

H. j . Jr : 

Y11gill : 

H.'LJr : 

!Jogill : 

H. M.Jr: 

r.lagill: 
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What 1 s ner name? 

Patterson . 

'floula you at the same time tell her that I think 
Mr . Cecil Dickson is a . . • I'm going to get a 
Washington Herald . He t akes Lippmann and Sullivan -
"Wal t er and Ma r k" - Just t akes t hem apart . 

(To messenger) Get o copy of t he Vlashington Herald , 
please . 

~alt till you s~e it . 

Yes . 

~e • s a nunurea p~rcent vito t he hom1n1stra t1on, you 
know . 

I had nim in here for lunch Nith me . 

I thought of wr1ttng a l etter to the Her ald Tribune 
about :/alt e r and Mark . 

Excuse me (tm·owing newspaper t o Taylor) . How' s t ha t 
for a forward pass? 

How are you (Magill)? 

Ver y good, very gooo . 

You r eedy? 

Got a document for you. 

nell, I've got a gentlemen who stayed over, wants 
t o see me et ten. Take five minutes . I t hought 
right after tha t. 

Wi ll you give me u ring? 

Yes . Be five or t on minutes. I 've got from then 
till noon . I s it o good document, what you ha ve 
wr i tten? 

I t hinK so . 
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H. LJr : 

11igill : 

H . .. . Jr : 

Gc.ston : 

H. d. Jr : 

Ct.ston: 

H. • · Jr: 

.!&gill : 

H.M. Jr : 

Oliph:; nt : 

duas : 

H.1 . Jr : 

·ljaa s : 
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Huh? 

Probably be better t o say no; too long, I th.ink. 

The only thing on tha t Wiggsm thing there is , he 
compr res Social Securi ty to our having udvanced 
pt.yment on the bonus. I don 1 t tnink he ' s quite 
correct on that . But he did a very nice job, and 
so much - so surprising, I mean, to get anytaing 
like tnat . 

v.ell , the bonus i s useful to answer the point as 
to whetner the Government will - makes good its 
obliga t1ons . 

Yes, but he doesn ' t -you ha ven ' t r ead it? 

No, I h~ven 1 t r ead it • 

16 

. I ell, I 111 .vai t until you read 1t . J.nd here 1 s your 
friend Cecil Dickson, and you might decide whether 
I should do anything more about it . 

I/ ell, you 're (l.lagill) ~<ll right then? 

(llods yes) 

Herman? 

.. e •re jus t ubout to argue the two c a ses which will 
involve our por.er to call about five billion of 
outs tan~ing bonds . If we lose the case, we can' t 
call t nem, and if ~:e win the case, we can; and thnt 1 s 
t ht: test case, the L!oson CbSe . Justice accepted 
our point of' view on making the brief lsrgely an 
economic brief on the practical consequences of tne 
decision one way or the other, and George Haas ' s sbop 
did an unusually fine Job in g etting some material 
together . 1ney are responsible for th6t • 

.tienry Murphy in particular . 

uhb t? 

Henry Uurphy in particular . 
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Oliph11nt : 

iL~ . Jr: 

Ollphunt: 

a .. .! . Jr: 

Oliphant: 

ri . 4. Jr : 

Ollphont : 

u . :..! . Jr : 

Oliphant: 

ij • .! . Jr : 

Oliphant : 

t! . d.Jr : 

Oll;>hlin t : 

tl .. J . Jr : 

Ol11>hont: 

T~oylor : 
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I was discussing tha t general tie-bid situati on 
witn them. 

Wha t? 

1he t ie-bid s ituutio n . 

17 

//ell, just as soon os I get a brea thing spell I ' m 
going t o ask St anley Reed end Bob Jackson end you 
and I to sit do~~ . There is something - I r ead your 
thing, and befor e I sign t hat I'd wan t t o show wha t 
I ' m going to •vrite t o Jus t i ce, because there is some­
tOing there which I don ' t understand . And all the 
t hings th~tt I •ve been doing this l a st week, os you 
~now - Commodity Credit and R. F.C. , budget, t axes-
I can' t co every thing . 

'.'/ell , I ' m s &ying th~t .•. . 

out I s ay it ' s one o f those things tha t .... 

...• is t nat it tw·ned out t ha t wha t St anley and I 
.ver e t alking .,bout - we wer e t alking about separa te 
t .'lings , and wer e in bgrecment on t he basic t h i ng . 

,'iell, I want tha t . It ' s jus t a t:tuestion of .. .. . 

llo hurry about it . 

•-nd on that s t.uff tnu t you gave me, on t hose two 
forms ot' co:llponies - I just - my eyesight went 
bad o n :lie af ter I haa read it, ~tnd I ' m going t o 
put t hat in the cooler f o r a while . 

I might point out that s . ~ . c . is probably in the 
process o f ..•• 

Of doing something . 

: •. 1enever you :mnt t o t~.o lk a bout i t . 

tiayne? 

Rogge ' s I?OrK1ng on it . 

I gave you ove r t ne telephone yester day t hat business 
Lbout t hat letter for Socia l Securi t y , and Mac ' s been 
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H. \! . Jr : 

·&cR: 

Taylor : 

cR: 

B • .J.Jr: 

llcR : 

I:I •. ~ . Jr: 

.lcR: 

U.M. Jr : 

'l'uy lor : 

H.;A. Jr : 
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working on that . 

(t.!cReynolds hunus Secretar y let ter ) 

How many pages? 

:tell , \'layne sllid they wanted somet hing to put in 
the Congressional Record, and I t old him Harold 
could write the letter that way . 

They mignt have to put it in . 

hnd it is a p~rfectty good objective, t angible 
letter , from thot standpoint . 

I ' d better reaa 1t . 

I thinK you ought t o r euu it . 

Jus• let me reud it . (Begins to r ead letter) 

Helvering ' s approved it . 

Now, just a second . 

18 

Lis ten, this tetter should be in tllis form - I 111 
be darned if I take the blame - llr . Helvering snould 
Nrite me t memorandum , then I • 11 forwara it to Llr . 
"l tmeyer . I 1 m not t:oing to sign the. t . '.Vhy should 
! sign it because Helvering ' s fallen down on this 
job? 'ihe hell >~lth it . I ' c sick and tired - I 
me~>n anytoing •hat' s good, I give credit toe verybody 
else . Let delvaring ~rite me a memorandum ana sign 
it; if tnose are the facts, I'll for.?ard it to ¥r . 
Altoeyer . I cean noboay brought it to my a ttention, 
~>nd I put Harold Graves in ther e personally . I t 
would s till be the way 1t wss if I hadn ' t put Harold 
Gr aves in there . 

I haven ' t seen that letter, but I can .... 
Mr . Helvering sut there a nd didn' t do his Job , and 
l et the Soci al Security back up . And i t would bave 
been in n worse mess if I personally out of my of fice 
nedn ' t sent somebody over tbere to correct t he t hing . 
Now, why snoutd I t&ke tbe blame? I won ' t do i t. 
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Taylor : 

H .~ . Jr: 

Taylor : 

H.. :.: . Jr : 

~cR: 

H •• 1. Jr : 

fl . ~ .Jr : 

rL .. L Jr : 

Taylor : 

19 
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Tha t isn ' t the i dea, to have you t ake the blame. 

No, I •m not going to do i t . I •m sick and tir ed of 
ooing tne wor.t or nll these bureau beads l> round t he 
Tr easury . hnd if Mr . Helverlng will put his name 
t o it and send i t as u memoran~um to me, I will for ­
ward it t o 1Ar . Altmeyer . !Jr . l!elver ing fel l down 
a na he ' d still be down on bls neck i f l t wasn • t for 
Harold Graves . I neve r was notified wha t the situa­
tion was until I put Gr aves in t her e . And you can 
let Mr . Helver ing put his name to it if t hat' s the 
situation a nd if he ' ll bring it to me this afternoon 
I 1 ll forward i t t o Altmeyer . 

~~ 

Now, the only oi f ference thet I have i s that I •m 
not going to take the rap . You want that l etter 
over there as a matter of r ecor d, don ' t you? 

That ' s t ne 

All r ight, it ' s a good idea, but let ~r . Helverlng 
.,ri\.e it . See any ob jection to tha t? V/ 111 you f ix 
it up, !.lac? 

Yes . 

1ne st£tement is true, isn ' t it, tnat if Graves 
n~dn 't gone over tnere at my r e4uest, it would still 
have been in the mess i t was . 

It probably would . 

l.nd probt.bly worse . If you bring t hat to me t his 
afternoon, I ' ll sign it LS a memorandum from Helvering 
to me . !Jut I ' d like Mr . Magill to see it too . I •d 
like :.!a gill to s ee it befor e I s i gn it . Wha t el se? 

Here ' s a ~etter from Sir Frederic~ Phillips . 

Thank you . 

You (Magill) read tha t and sbe whose job that 
is (handi ng a letter to l.!agi ll) . 

Uo you (laylor) mina i f Arcnie sees this? 

No, I showed it t o him. 
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'Ii,ylor: 

H . • : . Jr: 

Taylor : 

n .~ . Jr: 

'I aylor: 

H . ! . Jr: 

Gaston: 

<l •• ! . Jr: 

Gaston: 

ri . :: . J r: 

Gaston: 

B . ~ . Jr: 
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Give it to Mrs . Klotz to have it copied, if 
you don ' t object, for my di ary. Have it photo­
stated for my diary. 

And he ' s cooing in &t 2 : )0. Did Archie tell ~ou 
wlla t I proposed t o do? 

Yes , and I want t o ta~ about tha t s little before 
they come in . 

How much is a l ittle? 

About a minute and a half . 

ilo you w&nt to s t sy r tght after t his? 

Yes . 

Herbert? 

Nell .•.. 

Should I call up Mrs . Pa tter son on that or no t? 

.. ell , after r eading i t over, I don ' t think it' s so 
hot . 

O.K. hll right, what else? 

20 

~ne Press Club nolds its annual dinner on SLturday, 
tne l)th, «nd the Presi dent ~ill be th~re , t nd while 
you have not had Lny speci&l invitation, it is 
exclusively for members and t hey are hoping that you 
&S ll mEmber of the P1•ess Club will attend, and they 
~<re making provision to seat you at the speaker s ' 
toble wi th the Pr esi dent . 

Well , the ansll"er - r:hat I was going to say - I t alked 
t o t he President . I s a 1d l' d like to go a way for 
a .-eek after I get tnrougn with cy speech; I fe lt 
by t nat time I'a need a week. bnd he sa id "No, " 
vory definitely, tha t be wanted ce here the week 
tnst Congress opens . So when I r ecommended tnet we 
no t nove a special session, he said, "!lone of us 
would hEve anything t o do ." But he very definitely 
Nants me here . So I t hink tha t a fter I make my talk 
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Guston: 

H • •• Jr : 

Guston: 

H • • l . Jr : 

Gustot : 

U,Jhl m: 

G~oston : 

Gaston : 

Tu;, J.or: 

Ct ston : 

lL.l. Jr : 

G11stc-n: 
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up a t !lew YorK I • J.l go up to the f a r m ~nd t~:ike a 
tr!l'ee - day weekend over there, which wil l cover t ha t 
SaturJ~.ty; so I wilJ. not be 

l:>o you wi ll not be nere . 

So I wilJ. not b e t•ere . But I will ge t the t in end 
that s tilJ. c omplies with the President• s request that 
I be oere when Conerc::s meets • 

• ;e 1 re los in!; t<IO of our gooa r epor ters m.re in the 
'ireasury . Bill 'raery is being transferred by tne 
, . P . to the Senate , rr.o t hey ' re goi ng to bring u 
financial man in !"rom r:ew York do-:rn her e to t1.1ko t he 
Irer sury rW1, 11nich I tnink is '- good ideE. . And the 
other one is tnu t Bob Kintner on :;ovember 15th is 
~oing to stut with Joe tlso1' this North America n 
llewsp" per· t.lli• nee c oJ.umn, taking the plt.ce of 
Baukhage . Be E joint signature - Joe AJ.sop rnd Bob 
Kintne r . Am! tttcy wi ll Llso 11 r ite &s a teum for the 
Saturd~y ~vcning Post . 

ilha t 1 s na ppene d to • ••• 

Baukh&e;e? 

C<.tledge . 

Tt..rner C" tl&agc . oot!ll, uis ;10rk on the Times inter­
feres :;ith nis aoing .:>utside otor k . 

uoes tn~< t wel.H tht t Kintn .. r no longer 110rks for the 
Tr ib? 

No longer with tne Hereld Tribune . 1~orkine for the 
No r th ?mcr1c~n ~;e..vs.,>tper ;,J.J.ilcnce . 

'lhE t true of J lsap too? 

.fllsop too . They ' r e both leav ing t he Tribune . 

ell , the 'l"l.mes J)r ucticully is the North American 
Newsp~.per l.llit nee . 

'•b"t ' s true . The New Yor k Times is almost the 
gov ermng voice in the North J.merican lle..;spoper 
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Taylor: 

H. :.! .Jr: 

'l'a1lor : 

H • ..! . Jr: 

Taylor: 

H. I.I . Jr: 

Taylor: 

U • ..! . J r: 

Taylor : 

H • • 1. Jr: 

Oliphant: 

H. ;(.Jr: 
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Alliunce . bo they are pr actically leaving the 
Tribune to work f or the Times . 

Tapp cal l ed up from Agriculture Saturday and Sf i d 
that there was ~uite a lot of hurry on this bill, 
agricultural bi ll . 

Yes . 

.. ondered whether r;e 11ere ret•dY with our changes 
covering the set-up of the Corporation, and i f we 
wanted to take it up t hrough t hem or whether we 
wished to t ake it up direct with Uarvin Jones . I 
didn ' t tell him tha t you were having lunch with 
Marvin J ones . · 

f/hy I ' ca hl vlng lunch with :.I ar vin Jones is, I 1m 
going t o 6Sk him where he ' s going t o get the caoney . 
I' m having lunch with him vnd Bell . "All right, Mr. 
Jones . You fellows are going to do all thia . How 
you ~olng to pay for it?• 

Uo you want to talk to Murvin J ones today •.•• 

On tha t particular iteca? 

••. on that particul~r item? 

Too unimpor tant . 

As to whether he want s t o hear it from us direct . 

Just too unimportant . Just as leave do it through 
Agricul ture and then have our own people watch it 
besides . You (Oliphant) prepare a bill through your 
drafting sect ion . 

Ri ght - or let Agri culture prepare it - which i s it? 

•Vell, I think you better send one over, tell them, 
"This is the way we 'd like it ." i>nd. t hen give them 
a copy &nd give Mr. Jones a copy - I mean both Jesse 
Jones - I ' d snow it t o 1/allace and Jesse J ones and 
Jrlarvin J ones . 
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i:l . J . Jr : 

Oliph&nt: 

H . .... Jr : 

Taylor: 

H . ~ . Jr : 
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H • ..! . Jr : 

~cR : 

H • • I. Jr : 
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H. 'I . Jr : 
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Let ' s nave it nominally prepared under the direc tio n 

of Mr . Bell, see? 

1.11 rignt, yes . 

Right . That t~kes care of any . . .. 

But I •m no t going to - I mean tnat • s a det6il. 

I mot<n I• m going to t a l k o ver-all cesn . ·rhtt ' s 

7h£t I ' m going to talk about . 

You s ee , involved in th~t is wilether it should be 

in the Department of Agriculture . 

:'/ell , if you dun •t mind , as t o - I ' m not going to 

get d r agged doiVn i nto whut I consider a ve ry unim­
portant thing . I 1m simply going to say , "After 

revding all this in tne papers, would you mind, 

!Ata·vin, just lettin6 me in on u 11 ttle secret: 
now, t<nd wno •s goine to puy for it?• But - I mean 

I'm t:l&a to get it - I ' m not going to get 1 nto tha t . 

I 1 ve t olu llt-.llt.ce and so forth - my God, the Pr esident , 

;1h1.. t did he suy in the independent agencies t hing -

uoesn •t it say "independentr and all that? 

Y.,s , bu L e ven tnen there ht• s to l.le some work done on 

it . 

::ell, I• m c;oing to forget about it . But I think it 

should be brought to Bell • s attention, because Dell 

is ~lso ~rep&ring a snifting from hgriculture on tbe 

lo~ning tn~.ot they ho ve done under the old - taking 

care of the r elief people; t nat1 s going back to 

iiopkins - lo&ns on f &rms 1.ond all tnu t. business ; 

I ct.n 1 t .,ive you all tbe details, but it ' s &n entire 

r esnui"fling of t hat whole busines s . In othe r •11ords , 

(etting Gny handling of 6ctual money a way from 

Agricctture . 

Resettlement loens? 

l.es • 

• \e l l , I' ve had e note from Bell asking me to d r aft 

tht t s t atute . 

Well t hen, g ive it to Bell . 
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Oliphant: 

H. Y.Jr: 

Taylor : 

11 . ~.!. Jr : 

UcR : 
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Guston: 
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Gas t on: 

H.M. Jr: 

Guston : 

t! . M. Jr : 

24 

-11-

I think 
cerned . 
it." 

that •s the way so f ar ns Agriculture is con­
It they a sk us, we ' ll s ay, "Bell is doing 

That ' s rignt, and we'll watch it. 

O. K., tlayne? 

·:;ell, I was wondering who was going to make the 
loons . 

1/ell, you•ll have t o ask l:!e.Ll . I mean things ha ve 
happened so fast the l ast few days . I keep track 
of the important t hings , but I - I mean nere they're 
working at such high speed, I just can• t keep track 
ot every thing . 

Danny Ron 't consent t o hgriculture making them . 

1hut•s all right, but I Just wonder ed who . 

1/ell, t ulk t o Dan, becnuse we did the Agriculture 
Department - went so f ast, I . . . . All right? 

ilhen I see Magill , I 1 d like for you (Gas ton) t o 
stay . 

Yes, sir, a t when? 

P&rdon me? 

At when? 

Nell, be five minutes ef'ter this . I ' ll phone you . 

Yes, sir . 

George , in going over with Bell - he did the 
Treusury Department, ana maybe McReynolds knows 
all &bout this; ~cReynolds ought to nandle this 
for you. Be took the Statistical Division in 
Internal Revenue a nd bunched it with yours, and 
made t he statement: •~et t!aas Justify both of them. "· 
Now, oo you consider you are responsible for both or 
tbem? 
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H. V: . Jr: 

'hylor : 

HM s : 

H . ~ . Jr : ,, 
'Iurlor : 
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Gibbons : 

:.lcR: 
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Yes, accor ding t o .•. 

All r ight . He g£ve you t substantial cut, s ee? 

! hat ' s a swell place to Sl>VC aoney. 

25 

"ell , if tne r esponsibility can cut , it cuts off 
t.1e bection ovEOr : ... r e . "ll r ignr. , I 1 d better look 
it over . but I am responsible under an order wnich 
you issued some time Lgo . 

"nd he tlso cut Inter ne! Revenue , and he also 
cut &ab, bonds a million aoller~ . hna Bell made 
the sta-tement: "That ' s a very expensive or ganizati on. " 

Sure it is . 

Nell, I •m Jus t telling you people . £naif on t ha.t­
i f you' d all wor~ through Moe, clear it, let Mr . 
~cReynolds be the funnel to taKe it up dith the 
Budget , ra tner t nan ha ving us all Jump on Sell, see? 
llu t t.nose were tile outst~nding tnings : tha t be cut 
Bhby bonds t milli on, he cut Hnas, he cut Internal 
:tevenue . He cut Coast Guar d - not badly , but some­
t hing . 

Hun? 

de cut vOESt Guard - I forg~~ ~bat it was . But you 
(:.lcRtlyuolds) better find out . 

les, we ' ll ;;et those figures . 

Vlha t? 

lq; 1ll get tnem bacK, have e chance to t alk about them . 

I thought on baby Bonos c.nd on Haas I don ' t ~tno1v the 
set-uj), bnd I wouldn ' t argue on Treasury with him 
Gm·w~y . 

In the ~crry-Go-Round t hi s morning t hey 0 ve go t t he 
s t ory on •1E.escne • s set-up t o transfer personnel for 
tnc ships, you =ow . 

Yes . 
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Gibbons : 

H. M. Jr: 

Gibbons : 

S . ;.!.Jr: 

Gibbons : 

H. loi .Jr: 

Gibbons : 

H. A! .Jr: 

Gibbons: 

l:I . Y.Jr: 

Gibbons : 

H. :.t . Jr: 

Gibbons : 

H.!t,Jr: 

Gibbons : 

Lochhead: 

Upham : 

H .~ .Jr: 

!JcR : 

I 

-l)-

But they give the credit t o old Admiral \'Iiley. 
They said that Kennedy ' s organization kicked hell 
out of the i dea until this Uoritime •• •• 

Commission . 

No- .••• the Maritime Union 
ti0\1 Kennedy na s revived 1 t . 
pr~tty accurately . 

went after Kennedy. 
But they've got it 

They 've got a lot of accurate stuff . 

2S 

~cept that fortunately they don't mention Waesche . 

t hey ' ve got a lot of stuff here thlit is very 
accurate. :.hey don't nave to go just anywher.e 
for it . 

You mean in that Merry-Co-Round . 

Lot of stuff in there . 

I often wonJer wher e t hey get it . 

\Vell , I know wher e they get it from. 

I aon't mean in the Treasury; I mean every depar tment. 

They don't get it out of the Trebsury. 

Not only Treasury matters, but every department . 
Those fellows - they hit the nail pr actically on the 
head pr actically all the time. 

All right . 

That • s r ather amusing . 

No thing . 

Nothing. 

L!ac? 

Nothing . 
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H • .I. Jr: 

Oliphant: 
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Now Ur . Taylor 11ants to see me for a minute a nd a 
half . 

27 

I'd like to discuss the legal a spects of t ha t problem 
with Stanley and Bob preliminar y to your meeting wit h 
them, it' you want to . 

That ' s all right . 
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TO 

, 

TREASURY DEPARTMENT 

INT&ft O .. JFICII COM MUNICATION 

Secretary ~~hau 

Mr. Haa~· 

23 

DATI Novembor ~ , 1937 

SubJect: Current trade with Japan and China. (Preliminary data) 

Trade w1 th J auan 

1. United States exports to Japan 

~er 1937 October 193b Seutember 1937 

let week 
2nd week 
3::-dth week 
4 week 

$ 1,727,000 
5,7~6,000 
4, 492,000 
6 ,763 ,000 

For whole For whole 
month month 

Four weeks 
31S , 72S ,OOO $26 , 663 ,000 $16,S~2,000 

Excluding cotton , our exports this month, although 
incomplete, are almost t wice as great as the exports during 
the whole month of October 1936, and considerably greater 
than the exports ot Septenber 1937 : 

£xports - ~weeks October 1937~ excluding 
• whole month October 193b • 
• • 1 Septenber 1937 • 

2. United States i moorts from Jauan 

let week 
2nd week 
3rd week 
4th week 

October l.lli 

$ 3 , 32S ,OOO 
3,9s~,ooo 
3 , ~19 , 000 
4 ,060 ,000 

Four weeks 
~1~.791,000 

October 1936 

For whole 
month 

$15 , 930,000 

cotton 
a 

• 
- $17 , 715 ,000 

9 , 767,000 
15 , 354,000 

Seotember 1937 

For whole 
month 

$15,9SS ,OOO 

The composi tion of our imports troc Japan is approxi­
mately the same ns that of October 1936. It now appears 
that the total i mports t his month may be slightly leas 
t han that of a year ago , or of a month ago , but not by 
more than 5%· 
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3 . United States exoort of cotton to Jaoan remaine 
negligible. 

1.st Week 
2nd Week 
}rd Week 
4th Weelt 

Four weeks 

nil 
$192,000 

297,000 
~2 . 000 $ 1,000 

Last October cotton exports to Japan amounted to 
$16 , 876 , 000 . 

30 

4 . Comoared with previous months , there is a sharo decrease 
i n exoorts of scrao iron and steel . 

lst l'ieek 
2nd Week 
3rd Week 
4th Week 

Four weeks 

$ 65, 000 
354,000 
468, 000 
106 ,050 

$993,050 

Monthly average l!arch to August 1937 , $5, 600 ,000 . 

5 . Raw silk i moorts f rom Jaoan continue. 

lot 17eek 
2nd Week 
}rd Week 
4th Week 

Four weeks 

$2,04o,ooo 
2,087, 000 
2,095, 000 
1,861 ,000 

$8,08},000 

(Average monthly i mports f r om Japan in 1936, $8,000 , 000} 

6 . The following items show large decr eases in our exnort s 
to Jaoan comoared wi th October of last xear. 

Cotton, unmanufactured 
Fini shed i ron and steel 

manufactures 
Wood, unmanufactur ed 
Tobacco 

Four weeks of 
October 19}7 

$941 ,000 

1}6 , 000 
192 ,000 

19 , 000 

Uonth of 
October 19] 6 

$16,876,000 

l,44o,OOO 
420,000 
384,000 
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] . The f ollowing i tems show l arge increases in exports 
to J apan oomoared with October or last year . 

I ron a nd steel semi-
manufactures 

Pig iron 
Hides a.nd skins 
Ferro Alloys 
Petroleum products 
Copper 
Pig lead 
Scrap braes 
Industrial Machinery 
Coal tar products 

Four weeks or 
October 1937 

!!onth or 
October 1936 

$ 197,000 
None 
141,000 

6,000 
2, 224,000 

956,000 
None 
104,3g0 
65g,ooo 

63 ,000 

United States Trade with China 

8. United States exnorte to China and ~anchuria . 

3rd Week 
4th Week 

3rd and 4-th 
Weeks or 
October 1937 

North China 
and Manchuria 

$ 457,000 
565.000 

$1,022,000 

Shanghai, South China 
and Hong Kong 

$ 787,000 
1,788 ,000 

$2,575,000 

31 

For whole or Chine, llanchuria and Hong Kone 

Whole month October 1936 $5,049,000 

If the exports during the third and fourth week are a 
good sample, our exports to China for the whole conth 
will be considerably greater than last October. 

9 . United States i mnorte from Chine , Uanchuria and Hong Iong. 

3rd Week 
4th Week 

3rd and 4-th 
Weeks or 
October 1937 

North China 
and !Janohuria 

$ 414,000 
653.000 

$1,067,000 

Shanghai , South China 
and Hong Kong 

$ 956,000 
724,000 

Regraded Unclassified



( 

32 

Secretary Uorgentbau - 4 -

For whole or Chin~. Manchuria and Hong Kong 

Whole month October 1936 t5, 446,ooo 

Our i mports from Chinn wi ll probably be somewhat greater 
than last yea~ if the 3rd and 4th week i s a good sample. 

10. Leading export items to China 

(a) North China and llanohuria - 3rd and 4th weeks only 

Iron and steel s emi - manufactures 
Tobacco 
Petroleum ur oduots 
Vehicles, parts and accessories 

Electrical machinery and appar atus 
Cotton 
Industrial Machinery 
Other 

Total 

$ 21g,ooo 
205,000 
205,000 
136,000 

44,000 
38,000 
36,000 

l4o ,ooo 
$1,022,000 

(b) Shanghai , South China ports and Hong Kong 

Petroleum products 
Tobacco 
Iron & Steel seoi- manufactures 
Vehicles, parts and accessories 

Edible vegetable p roducts 
Iron & steel f i ni shed manufactures 
Radi o and apparatus 
Wood, unmanufac tured 

Electrical machinery 
Industrial machinery 
Copper 
Industrial chemicals 
Other 

Total 

6M,ooo 
4o9,ooo 
280, 000 
216 , 000 

209,000 
112,000 

90,000 
80,000 

72, 000 
76 ,000 
10,000 
60,000 

2;~ ·000 
$2 ,5,066 

Regraded Unclassified



• 

Secretary Uorgentbau - 5 -

11. Leading i mnorts from China. 

(a.) Ua.ncburia and North China - :;rd and 4th weeks only 

Bristles 
Food products 
Wool and manufactures 
Leather 
l.lther 

Total 

$ :;4o,ooo 
171,000 
1 68,000 
104 , 000 
?811- , 000 

$1 ,067,000 

( b ) Shanghai, South China porte and Hong Kong 

il'ood oil 
Raw e1lk 
Tin 

Flax and Hemp manufactures 
Tungsten ore 
Food oroduote 
Tea -
Chemicals 
Other 

Total 

$ 419,000 
:;41,000 
193,000 
1~1,000 
1o:;,ooo 

98,000 
58,000 
:;3,000 
~~4, 000 

o~.o.ooo 
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Of the t otal of $1S, 72S,OOO ot exports to Japan during 
the first four weeks of October, the following items aooount 
tor almost all the total: 

Petroleum or oducts 
Iron & steel semi- manufactures 
Copper 
Industr ial machinery 
Paper base stock 
Scrap iron and steel 

Cotton 
Pig 1ron 
Hides and skins 
Vehloles 
Scrap br ass 
Ferro Alloys 

Coal tar products 
Fert111:ter 
Wood, unmanufactured 
Pig lead 
Industrial chemicals 

$ ~.216,000 
3,5SO,OOO 
1, 441,000 
1,3~5.000 
1,106,000 
99~.000 

9~1,000 
SS7,000 
S33 , 000 
63~.000 
~lS,OOO 
279,000 

255,000 
20S, OOO 
192,000 
1o7,ooo 

Photographic and projection goods 
Other 

133,000 
131,000 
96S,OOO 

Total 
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Of the total of $14, 791,000 of imports from Japan 
during the first four weeks of October, the followi ng 
i tems account for the bulk: 

Raw silk 
Cotton manufactures 
Tea 
Silk manufactures 
Chinaware and porcelain 
Rayon manufactures 
Fish 

Inedible animal products 
Perilla oil 
Wool manufactures 
Pyrethum flowers 
Paper manufactures 
Earthenware 
Chemicals 

Lily bulbs 
Wood manufactures 
Metal manufactures 
Food products 
Glasa manufactures 
Flax and hemp manufactures 
Other 

Total 

$ g,021 , 000 
1,119,000 

457,000 
456, 000 
374,000 
356,000 
333,000 

331,000 
307, 000 
272, 000 
26o,ooo 
237,000 
197,000 
lg9,000 

lg3 , 000 
162,000 
15o , OOO 
153, 000 
13o,OOO 
135,000 
951l .ooo 

$14,791,000 
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( .. 
B. II . Jr: 

Operator : 

H.M.Jr : 

Operator : 

H. IA . Jr : 

Wi nfield 
Riefler : 

H. IA . Jr : 

R: 

B. II , J r: 

R: 

H. M.Jr : 

R: 

B. IJ . Jr : 

R: 

B. I.I . Jr : 

R: 

November 3, 1937 
ll: 55 a .m • 

Hello . 

Dr. Ri efler . 

Thank you. 

Go ahead . 

Bello . 

Bello . 

Alorgenthau. 

Yes . 

Well, how do you feel today? 

-.. 

Well, I' ve been thinking it over qui te a bit . !.IY 
feeli ngs are a littl e mixed . I 1 l l t ry to gi ve you 
both s i des. 

Yes . 

Will t hat be sati sfactory? 

Please. 

Froo the long-term point of view, I am awfUl ly 
sympathetic to t he of attitude 
that Jake Viner bas expressed . What he wanted t o 
do, more or less , was to remove sterilization f rom 
a day- to-day deci sion. 

Yes . 

And t hat is a - it is a valuable l ong- term point of 
view, and I 1m i mpressed wit h i t . That ' s my present 
one. 

Second, the dropping of st er ilization is not an 
awfully major move now because we have had a good 
excess reserve, I think . 

H. !4. Jr : Yes . 

R: Even in New York. That 1 s the llliddle posi tion. 
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H.M. Jr: Yes . 

R: 

R.M.Jr : 

R: 

H.JJ.Jr: 

R: 

R, ;'.(,Jr: 

R: 

H.I.! .. Jr: 

R: 

H. ld. Jr: 

R: 

H.M. Jr: 

R: 

H. l<!.Jr : 

R: 

H,I,,Jr: 

R: 

H. lJ • ..Tr: 

Third, sterilization does - it is a moderate f actor 
toward control of a situa tion e t a time r.hen it is 
weak. 

Yes . 

I mean it - i t sounds - it sounds as though you ' re 
trying to deflate - not really, but it sounds as 
though you ' re maintaining a deflationary policy 
at a time when business is f alli ng off. 

That's it. 

And t herefore is continuously subject to misinterpre­
ta tion and attack. 

You mean the sterilization? 

Yes, sterilization as such is . 

Yes . 

I mea n people keep on saying , "Well, what do you mean 
by sterilizing when business is falling off?" 

Yes . 

And it's a very difficult problem to constantly 
explain that it is not so important and that you•re 
not - you 1re not really doing that . 

Yes . 

On bala nce, I think that I would be inclined to drop 
it, jus t because or the - of the pressure at that 
point, to free yourself •••• • 

You 1d be inclined to? 

I - I wouldn ' t take much kick out of it . I think 
you ' r e losing certain things if you do it . 

Uh-huh. 

But I think I'd probably be inclined to drop it. 

Uh-huh. l'lell, I'm not going to make up my lrlnd until 
I have a chance to think about it much more. 
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R: 

H • .li . Jr : 

R: 

H. r.I .Jr: 

R: 

H. IJ ,Jr : 

R: 

H. '.I . J r: 

R: 

H. M. Jr: 

R: 

H. /J .Jr : 

R: 

H . ~ .Jr : 

R: 

B. IJ, Jr : 

R: 

B.M. Jr: 

R: 

- 3 -

Yes , 

But I did want to lmo1v what you thought . 

Well , that gives you my pi cture pretty much, doesn't it? 

Yes , it does. 

I mean it - it ' s not an important move actually, 
and it is one of those bothering things in terms 
or functioning and popular psychology. 

Yes . 

And you just have to weigh t he advantages of one 
against t he ot her . 

That ' s right . 

I don' t think it's going to im~rove the situa tion 
very much •• • .• 

No, I don•t. 

... . actually. 

The only t hing that would make me do i t would be with 
the hope that the public would feel, well , that we -
we 1r e not s o anti-deflationary as t hey think we are . 

Yes. 

See? 

Yes . 

Now, on the other hand , t he Feder al Reserve made their 
l ast move l ast week. 

Yes . 

38 

And it bad an effect for about two days, a nd t hat ' s all. 

Yes . 
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H.ll.Jr : 

R: 

B.!A.Jr : 

R: 

H. M. Jr: 

R: 

H . ~I.Jr: 

R: 

H. l.I .Jr: 

R: 

H.M.Jr: 

R: 

B.!.I.Jr: 

R: 

B. !A. Jr: 

R: 

- 4 -

And if the market continues to go down, and it ' s 
off sharply today, I think the more they study 
that move the Federal made, the more they'll decide it was unwise. 

Yes. 

And I ' m fearful that this is •• ••• 

\~ell , they may say the srune about this, of course, 
if you drop it. 

Well, I think it ' d be good f or about three days. 
Yes. 

The more I ••••• 

It 1 s not a good move in any sense to the market . 
I mean it's • • • •• 

Well ... . . 
It 1 s not i mportant enough. 

Well , the only - the more I think of it, t he less 
I like it - to do it by itself . 

Yes. 

But I - I ' m going to keep examining it for t he next couple of days . 

39 

Yes . Well , I think that as far as timing is concerned, 
I would not do it while the market ' s dropping. 
No. 

Because it isn' t- it really isn•t important in any 
short-term sense, or very important in a long-term 
sense today; and you give them something to talk 
about but it wears out in two or three 
days and leaves a worse situation than you had at the beginning. 
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H.M. Jr: 

R: 

H. lol . Jr: 

R: 

H.M. Jr: 

R: 

H.Lt. Jr: 

R: 

U. loi .Jr : 

- 5 -

That' s right. 

No, I - I wouldn' t do it until I came to a very quiet period . 

I see . \'/ell, thanks very much. 

I mean that ' s just about t he way I feel about it . 

Thank • .••• 

I think that's the psychology . 

Thank you. 

AU right . 

Goodbye . 
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Operator: 

H. ll . J r: 

Jacob 
Viner: 

H.W. Jr: 

V: .. 

H.M. Jr: 

V: 

H. M.Jr: 

V: 

H. loi . Jr : 

V: 

H. M. Jr: 

V: 

H.!i.Jr : 

V: 

B. M.Jr: 

V: 

H. li . Jr: 

V: 

H.M. Jr : 

Go ahead. 

Bello . 

Bello. 

Bello, Jake? 

Bello , Henry . 

Bow are you? 

All r ight. 

November 3, 1937 
2:07 p.m. 

Have you had a chance to t hink that matter over? 

Why , yes , I 1ve thought a little about it . 

Well , do you want •• • 

And I say t hat you oughtn't t o do i t unless Eccl es 
requests you to . 

Uh-huh. 

But ll he requests you to •• • 

Yes • 

.. • . I don 't see very much to be gained by it, not 
very much to be lost by it. But if he requests you 
to - I t hink it ' s his responsibility . 

Well ... . 
I don't mean that you ought to wait until he - you 
!Day •• • • 

Well, I 1 m seeing him t omorrow. 

I see. You may tell him that i t he wants you t o do 
it , you ' d be willing t o do it. 

Uh- huh . Vlell , my - after 24 hours I ' m mor e luke- -
I ' m getting lukewarm on it. 
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Viner : 

u.u.Jr: 

Viner : 

H. JA.Jr: 

Viner: 

U. IJ . J r : 

Viner : 

H. II .Jr: 

V: 

H. :.I .Jr : 

v: 
Ei!.IJr : 

V: 

f! .M. Jr : 

V: 

H. li. Jr : 

V: 

- 2-

It - it - I woul d be lukewRrm about it . I t ' s a 
circui t gest ur e . 

It ' s 8 what ? 

It ' s 8 ci rcuit devic~ . 

Yes . 

It would - it would increase the excess reserves in 
the banks 

Yes . 

• •• at a moment when it ' s not at al l clear t hat they ' d 
have any need for added reserves . --.._ 
Yes . Well, i t isn ' t a matter that I could defend on -
as good economics . 

Well, I don ' t think there ' d be very much to worry 
about if you did it, but I don ' t t hink you - if you 
di d do it , you ought to make any cl aims for it as 
being an i mportant move . 

Well , of course, t he Federal Reser ve did t hat thing 
on margins1 an d the market went up, I t hink, one day, 
and ever s1nce t hen it ' s gone off . 

Yes . l'lel l , t hat was a minor move too. 

I know. I know. 

And I - you see, I don ' t t hink t hat at t he moment t hat ­
t hat the t hings that are the trouble a r e the monetary 
set-up of the Government . 

I agree wi th you t oo . 

I t hink tha t t hat' s a l l right. 

rlow - thank heavens. Well , that ' s what I agr ee, and -
and I t hink we ' ve made all the moves we can . 

And I certainly say that - t hat it would be important 
that y ou shouldn 't gi ve the res t of t he Gover nment the 
impression that you have within your power s orne 
monet ar y devices wher eby you can solve thei r problems 
Wi thout t heir f i xing t heir own houses in order -
putting their own houses i n order. 
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H.M.Jr: 

V: 

a . IA.Jr: 

V: 

B. JA,Jr: 

V: 

H. loi . Jr: 

V: 

H. M.Jr: 

V: 

A.M.Jr: 

V: 

R.U.Jr: 

V: 

B.li.Jr: 

V: 

H. :.t . Jr: 

VI 

H.M. Jr: 

V: 

B. loi.Jr: 

V: 

If. 'l , Jr: 

-3-

I check with you a t housand percent. A thousand 
percent. As a matter ot t act, I •m sick and t ired 
ot having t hem always dump it on the Trea sury as 
far as the monetary thing goes . 

Uh-huh. 

43 

Taxation is something else . All right, J ake, thank 
you very much. The market ' s off five points today. 

The stock market dropped five point s? 

Yes. 

Di d it? 

Yes . 

Well , I 1m not altogether surprised . 

Neither am I. 

I 1 m going t o have some very serious talk w1 th you 
on Friday or Saturday if you give me a chance. 

I ' l l gi ve you all the chance you want if you ' ll give 
me concrete s uggestions . 

I ' ll give you concrete suggesti ons . 

Yes, but I - I - I just don 't want - I mean I'm beyond 
the generalizati on standpoint. 

All right . 

But I'll list en to you as long as you'll talk if you 'll 
give it to me one , two three . 

Well • • •• 

You know what I mean . 

Yes . Well, I 1l l try - I 'll try you out anyway . 
I ' ll try to talk t o you and •••• 

Listen, J ake • • • • 

.. - you won 't, that's a ll. 

.... have you ever a sked me for t ime that I haven 't 
given it to you? 

flo , I'm not - I ' m not .... 

0 . K. 
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V: 

H.M.Jr: 

V: 

H. t.I . Jr: 

V: 

H. II .Jr: 

V: 

B. l.I . Jr : 

V: 

H.M.Jr : 

V: 

B . ~ . Jr : 

V: 

H.U.Jr: 

V: 

H. !A.Jr: 

V: 

B.M.Jr: 

V: 

-4-

1n a complaining mood. 

No. 

But you said to me if I did certain things. Well , 
I ' ll make my attempt and you 'll do what you please. 

\'/ell, listen, J ake, you know you always do i t your 
own way anyway. 

(Laughs) We 111 see. I -

Fine, fine . 

I r eally am very much troubled about this thing . 

Well, so am I , so am I, o.nd I' ll be more than 
delighted to listen to you. 

\'/hat • s that? 

I 111 take it in the Jacob Viner way . 

Oh, fine . 

I 111 be delighted to. Thank you. 

Ah -

What? 

You' ll see me Friday morning . 

Yes, sir. 

All right . 

Good night. 

Goodbye . 
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Tbe Cbinesa Ambassador - Rgyember 3 0 1937 - 2:15 P.M. 

Amb: We always come to you when we need some help. 

R.M .. Tr: We always try to help when we can. 

Amb: Dr. Kung wired me stating that we need more 
ammunition and, therefore, we have to maintain 
our credit in order to get the things we want. 
We are prepared to sell some more of our silver 
either in Hong Kong or in London. Kung asked 
me to come here to see if we can get your help 
again. 

B.M.J r: Let ' s talk about t he silver you have i n London. 
This would be a transaction between the Central 
Bank of China and ourselves . 

Amb: Yes that i s the way. 

Lochhead: I f we take Bong Kong silver it would be coi ns 
but if we take sil ver from London i t probably 
would be in bars . As t he coins would have to 
be melted down, in any case, you might prefer 
t o sell us silver in Hong Kong. From your 
point of view that would be preferable. To us 
it would be the same either i n Bong Kong or 
London. 

B.W,Jr : Thi s i s not cl ear i n rrr:y mind . I s this to be added 
to t he money you already have here for stabilization 
purposes? 

Amb: Yes . The same as the old way, 

Lochhead: They have 50 mi l lion dollars earmarked in gold at 
t he Federal Reserve Bank. The ot her dollar currency 
i s pretty well exhausted. 

H. U.Jr : You only asked t o see me yester day so you onl y had 
t o wait one day. I was not i n Washi ngton yes t erday. 

Amb: That is correct. 
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B.M.Jr: 

Amb: 

H.M.Jr : 

Arnb: 

fi . IJ . Jr : 

Amb: 

R . LI . Jr: 

Amb: 

H. ld .Jr : 

- 2-

We will , as of to-day, buy from you ten million 
ounces of silver to be pai d for on delivery in 
either San Francisco or New York at 45¢ - which 
i s the price t o-day , Same terms as before , This 
holds good for this week. 

I think that i s the same price . 

If next Monday or Tuesday you want t o come back 
to see me my door i s open. 

I can' t ask for anythinG mor e . 

\"/here i s Dr. Kung? 

Dr . kung i s in Shanghai. 

I s the story in this week•s Saturday Evening Post 
on China a fai r one? It i s called •Red China• . 

I have not r ead the story but the Red Army is 
doing good work . 

You need not answer this if you do not want to; 
I am simply curious to know. Am I correct in 
beli eving that most of your supplies are going 
to Germany and then r eshipped i n German boats? 

Amb: Not entir el y . We have various dif ferent lines 
to take things over. We are buying some things 
from Germany . We have some things carried over 
by Fr ench and German boats . 

The Ambassador, getting up to go, said, 
•We appr eci ate very much whet you are doing for usn . 
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On the evening of November 3d, at home, H. M. Jr. , 
wrote the f ollowing draft, 1n long-band, of a proposed 
letter to the President . 

2.111 THIRT.,.... S'nlaan' 

~~~ -~~ 
£., ~J?t,-< 1"'- -.. 74 ~ 

-fL._j-A 'J ~ ~ -Lo...o(_ .:::t;: ~ ~ 
l ~ ~~ :;zG .~~co~ 

~ ;;:ztt-~ ....w-<-11~&(_~.:{_ /V~ ~ 
tVt-tr4o ~~. 

cL.J-- .;.M~ r m ~~~ 
:7/41~ p~-MrL-0 
.:-tie f _.,u,Vt~~..{ ..IV( t-. ~ 
f.(i. ,j 1 ~ frj.--t.~ ~ ~ 7 
4 <:&1 \...~ ~""'-..(. ;;J-;t ~&U- J ~ 

:h~;;zp ~~ «J~ -7(. 7~.....,_ 
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However, the next day he made several changes in the 
atbotve letter and sent the final one t o the President as per a ached copy. 
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llr . Secretary: 

• 
Wr. Oliphant suggested tblllt 

tho original be r e!rieved as it woul d 
be in a more oonTenient form tor ~ou . • 

Md;uire 

BO' a l etter you , together with carbon copy 
ot thil aeeooran4UIIO lett in the Treasurr 
=oil bag. (6: 00 P.W. 10/17' 38 

Regraded Unclassified



·-
TREASURY DEPARTMENT 

The Secrettu')' 

._.. Beraan Oliphant 

INTER OPPlC. COMMUNIC.AT10N 

DATW NOV 3 1937 

This is a aoDOrandwo on the question es to whether the Aaeriean 

Telephone and Telegraph Company can refuse leased-wire service to the 

Nation-Wid~ News Service, the principal purveyor of racing information to 

SnManr 

It seems clear thet if the American 'l'elephone end 'l'elegreph Ooi>­

P~ might l egally refuce to give leased-wire service to the companies who 

sell r ocing information to bookmakers, these news companies could not con­

tinue to do business . In turn, the continued existence of the l a rge-sCilla 

bookm•Hng l:usiness 1a dependent upon tha news eoiiiJ)8llies because it cannot 

operat e ••ithout receiving racing news alaoat lnatantanooual,J trooo the track. 

In inquir ing as to whether the !.llerican Telephone end Telegraph Coe- 1 

pany could refuse service to the Nation-Wide !iowa Service, we ware ~ 

diately confronted with tho Federal law which requires the Telephone Coe­

pany to give service to anyone who applies for it and is will1ng to P«T tbl 

COllpaii,T1 s reasonable rates and COQpl,y ·with ita reasonable regulatiODe. 'fhie 

law is subject to the woll- estshllshed exception, howeTer, that no utili~ 

will be 0001pelled to g1 ve service t o be used for an illegal purpose • 

Consequentl,J, it was neceesnry for us to determine whether, in w1 .. 

of thie exception to the genorcl rule, the Aaerican 'l'elephone and Telegraph 
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Oompaey lllight refuse service to the Nation-Wide News Service if it were 

established t hat tho latter eoa~ was regularq trauaaitting intol'ation 

throuSh the Tel.e;Xlone Compall;f' a faeillties to illegal boolcw•!dng eatabllsh­

unts and that this tact waa known or ought reaoonabq to have been known 

to tbe American Telephone and Telegraph Com~. 

We have concluded that tbe Telephone Company ~. under these oircum­

atnnees , justii',y a refusal of private-wire service to the news eo•~· The 

authorities on this question indicate that , if the news com~ sella exclu-

3iveq to illegal. enterprises, the :elephcne COl:lpeey aay refuse service 

forthwith, but that, it tbe news COIIpeD7 eaters to legitillate newspapers and 

raeing sheets as well as illegal business, the news eompe.n;y 11111st be given e.n 

opportunity to cease selline its news to illegal ent erprises before telephone 

or t elegraph service moy be refused. The Telephone Company ~ give tbo news 

eo=peDT this opportunity to mend its ways br promulgqting a gensrnl regulation 

to the effect t bat , if l eased-wire service is put to illegel uses, tho sel'­

vice will be discontinued notwi thste.nding e.n;y contract existing between the 

parties. The judicial decisions indicate that such a regul.ation would be 

valid and would justii',y service discontinuance if violated. 

The Alleriean Talepbono and Telegrcph Cospa!V in f'urnisbing ita tacU­

ities tor the disse~tion of sporting intoraation is acting as a cOQDOD 

carrier in interstate com:~~erce and is therefore m1bject to section 201 of 

tho Co..unications Act ot 1954, 48 Stat. 1070 (u.s.c. title 47, sec. 201) , 

which requires e11 co..on carriers and public utilities to fUrnish their 

Regraded Unclassified



- l5 -

services to all alllte without cliscrimi.nation. Matter of Private Wire 

Contracts, 50 I. C. C. 7!11, 751, 759; Western Union Telegraph Co. v. foster, 

247 0 . s. 105, However , tbis gener el. rule aga.i.net cliscrilli.Mtion ia sub-

ject to the exce;rtion that service miJ;f be retused or withdraw 1t it 1a be-

lng used for Ulegel. purposes. The juclioial decisionG wbich have enunciated 

this exception would justifY the refusal b,y the Telephone Com~ to give 

service to the Nation-Wide Newe Service. 

Saith v. Western Onion Teleqaph Co. , (1887) 84 ~. 654, 2 S.W. 48!1, 

presents a good BXellple or the 1Wll1er in 'llhieh courts deal rlth eesea of the 

1 
chsrscter under consideration. The petitioner , the owner of a bucket shop, 

filed a petition for mandamus against the Telegraph Oomp~ to require that 

!other eeses identical in principle to the .§mUD osee follow: 

Peoolo ex rel Hiegel y. New York Telephone Co.1 (1922) 195 N.J. Supp. !1!12, 
(refusal of telephone service to a book!lakerJ; 

Thyroton v. Onion PRe. R. R, Co., (1877) 2!1 Fed. Cns. 11921 (refusai or 
rdlwsy service t o one who intended to gamble on the train); 

Peoplo ex rel Montario v. New York Telepboqe Co. , (1917) 167 H. Y. Supp. 
11141 (refusal of tolophona service to a bookmaker) 1 

i/estorn Union Tel. Co. v. ~. (1905) 165 Ind. 492, 76 N.E. 100 (refusal 
ot t e legraph se~ce to a bucket shop) ; 

Snll1van v . Poetal Tel. Cable Co. , (C . O. A. 7th, 1905) 12!5 Fed. 411 (refusel. 
ot t elegraph service to a bucket shop) ; 

Peop1e r rel Restae;yer v. Hew York Telephone Co. , (1916) 159 N, Y. Supp. 
:1691 refusa1 of tele~ono service to a boolauker); 

euuen v. New York Tcll'lphone Co., (1905) 94 H. Y. Supp. 290, (refusal of 
telephon3 service to a bookmaker)J 

~ v , OaroliJla Te1• fs Tel, Co., (1904) 1!16 H. O, 258, 48 S. ! , 6!16, 
(rotueal of telephone s ervice t o a house of prostitution) ; 

~ v. Wasterp Union t el , Co., (o.o. , D. Ky. , 1883) 17 Fed. 825, 
(refusoJ. of telegraph service to e· bucket shop) . 
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Co~~ to fUrnish him with the use of telegrsph facilities for tho r ecep­

tion of market reports, and contended that the Ooa~ wns under s duty to 

give service notwithatsndin& tho character of the patron's business. The 

court held that the 'lelegraph Oo:aJ)all)' could not be coiiiJ)ell.ed to r ender a 

service which ns indispeneable to the continued existence of a busiDeea 

wl\ich was contr11t7 to l aw, good aorals, and public policy, 

There is an apparent distinction between tho Smith case and tho 

situation under dieoueaion, for in our case the bookmaker, conducting an 

illegal business, is not t he patron of the Telephone Co:op&XO' and would not 

be seeking the telephone serv1ce. On the contrar,r, the Ration-Wide News 

Service, engaged in a buainesa which is not u.da illegal l,- statute , i s the 

patron snd would be seeking the service. It i s becsuse of this distinction 

that the American Telephone and Telegraph Cotapnn,y has taken the position 

that it has no legc.l right to r efUse service to the news company. It con-

tends that the S;aith case and others of ita ld.lld do not justitY the Compa%17 

in going behind the nen comp&XO' to question the legalltT of the business 

in which the purchasers or the infol"'lll.tion are engaged. 

It is believed that the Telephone Company places too narrow a con­

struction upon the cases. The principle upon which they are beaed 18 that 
1 

a public utility should not be compelled to foster sn illegc.l enterprise. 

1Last spring J udge Eu&ene O'Dunne of the Balti.llore Crlwln•l Court eec:ured 
the indictaent or tha Oheaape:lll:e aDd Potoooac Telephone ~ for aidinc 
and abetting boo!ce•ld ng , In a letter directed to the Teleph<JGe Coapen;y prior 
to eubdtting t he Jlatter to the grand JurT, J udge O•Dunne stated& 

"I know you are subj ect to certain order• and r egulations or the 
Public Service Colllld.eeion as to service, but I take it that thua 
cannot conflict with such obligatiOD as every pers<JG, natural o.r 
artificial, owes the State or llarylaDd in not lalowiAgq fecilitaUD& 
the co-isaiOD or cri.M. EYen an bullble pawnbroker e&DDot J'Ut11:1 
ael.l.i.DC a gun to a MD wbeD he tnon or by eOFEOP 1ntel11e.;act oupt 
to !qy- that he want.e it to ~ - with.• 
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It is difficult to believe that a court would ignore the patent fact that, 

if it c011peh service to the news coapanr, it would, as a pr actical utter, 

be c011pel.l.i.ng service to boobakera. lo decisions were f OUDd which would 

throw 4D3 doubt upon the velidit;r of this propoeitic-., and three lower court 

caaee, which are closel7 in point, u;r be cited to eupport it. 

In People ax rel Sl&i Rht Hews Co. v. l ew I ork Telephone Co. (1 . 1 . 

Sup. Ct . , Special Term, I . J , L. J . , December 171 1918) 1 the petitioner was 

a concern e.ngsged ln~seeminsting sporting news and it was shown upon the 

trial that viol.etions of the boolnneldng statute resulted from tha disae:oi­

lllltion of this infol"'Ic.tion. The eourt refused to grant a writ of undo••• · 

Again in People ex rel Empire llows Co. , Inc ., v. !lew I or k Teleohono Co. 

(N. Y. Sup. Ct . , Special Term, 11. Y. L. J., llarcb 101 1919) 1 the petitioner 

was a news comP4D31 but it appeared from the evidence that the comP4D3 fur­

nished information to legitiaate newspapers as well as to bookaakera. The 

court granted the writ of undo••s upon t he condition that t he petitioner 

restrict i ta sales to logit iaate enterprisee. 

In Bulletin Puhli shins Comoepy v. Southwest ern Bell Tel epbona Co., 

(Texas case , unreported) , the Telephone Comp4D3 had retuaed the application 

of the Publishing Coape.Q;y tor the instsllation of twent;r-five individual 

line t elephones in en office 10 b7 22 feet in eiH. lben the Puhlillh.inc 

C9mP4D3 sought to coapel the Telepbane Colii})IU11 to llllka this 1natall.etion, 

the latter justitied ita r etuael of service on the grow>d that due to the 

great number of t elephones desired for such a small offic.e it suspected 

that the:r were to be used for booJaos!dng. Despite the PublisbiD.g O»~' s 
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contention that it ~~erel,y intended to satbar end dissellinate sportiliS newa, 

the court refUsed to ca.pel the grantills of service. 

These cases appear to be supported by the decisions ill the ~ 

case and others of its ki.nd and would afford a sound lesal basis for t he 

refUsal by the Allerican Telephone and Telegraph Compan;y to give service to 

the Jiation-Wide lle•s Service • 

.&a abon stated, the court ill the EIIIDire llewa CO!!p!BT case sranted 

the writ of atmd•nm because the news c0111pan;y was able to show that it 

catered to leSitillate newspapers, but granted it onl;r upon condition that 

tbe nows co11pan;y restrict its sales to such legiti.mnte enterprises. Since 

it is possible that the llation-'llide Hews Service does· business with legiti­

aate enterprises as well as bockllekers , it ia necessary to take cognizance 

of this element ill the Ellll>ire Hews deaiaion. Since a violation of the 

court' s ord.er ill that case would han entitled the Telephone Co111p81V to 

refUse leased-wire service, the effect of tho decision is merel,y to give 

the newa Coapeli;Y an opportunit)" to Mnd ita wqa before d~ it tale~ 

service. 

It it appears that the l ation-Wide l cws Service does sall news to 

so11e legitillete establishments, it ia believed that the Telephone Compan;y 

could give the llewa Service the opportunity, npparentl,y required" by the 

Empire llewp decision, to sever ita connection with illegal enterprises by 

ia.uins a seneral r egulation to the effect that lccsed-wire service would 

be diacontilmod U put to illesal u.aee. It ia well M\t.led that a public 

utility 08D refUse or withdraw service U the patron fa.U.a or refUses to 
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eospl;f with its reasonable regul.atioaa1 • The criterion that deterllinea the 

villdit;r of a public utillt;r regul.ation is its reasOilB.hleness as judged upon 

the facta and cirCU.IIlstencee involved in the particular case. For example, 

utilitios ~ promulgate and enforce regulation s designed to protect their 

2 5 
equipment , to eli m1 nate waste of their particular product , to protect the 

public troa injur;r f'roa use of their equi]:aS!It 4 , to insure the P81ll&nt ot 

their chargea5, and to foster the etticien«:T ot their aerv1ce6 . Certsinl;r, 

it would see thet, 1t e court ma;r properl;y ~ down a rule, as was done 

in the Bl!!pire llews esse, to the effect that service could be discontinued 

if put to illegal uses, e. regul.ation issued b;r the telephone Cor.>pa!Q' to 

the same effect would l>a held valid. After the promulgation of such a regu-

l ation, the OompaQ1 could immedistel;y discontinue leased-wire servico with 

impunity, it tbe telephone Co,.pe.~zy discovers that the News Service con­

tinues to violate ita regul.stion b;r usin.g the leased wires to foster boo]<,. 

u.:d.ng establlehaents. 

It should be stated in this coanection that an axn1 nation of the 

American Telephone and Telegraph C~' a regulations governing prints-

wire service tailed to reveal the existence of an:;r such gens.rsl regulation 

as ia above suggested. We understand, however, that the telephone Coli~ 

does, at the present time, insert a provision in t heir contracts with the 

Natioo,.Wide News Service to the effect that, 1t the OOll~ is advised b;r 

1. Barbiaop v. !tptmr!lle Water Co. , (1899) 55 s. W, 993. 
2. Gerdner v. Provici.,ca Tel. Co. , (1901) '9 .ltl. 1004. 
s. Sbiru v. J!1pg, (1892) 29 Pee. 520. 
' · U enm v . ~J;;~ Power Q2., (1930) 127 So. 206. 
s. ••mrp va10L\tC Co. T.~. (1885) 2 •· a. 201. 
6 , llut'"'n v, l uq •tneJ t el. Co., (1909) 121 11 . •· 10~. 
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a local prosecutor or other lew otticer that their equi~eat ia baiDg uaed 

tor illegal. pm-poaea, theT will reiiO're the equi~ Uld diacoot.iD.le service. 

Thia ia obvioua:Q- not broad enough t o aoc011pllah the purpose desired, tor, 

in the tirat plece, the t elephCGe ~ baa, in accordance with the coD­

tract prowiaion, abstained troa actiDg untll thq are requeated to do ao ~ 

the local prosecutor, aDd, in tha second place, the pro<rision would pend.t 

discootinuance of aer<riee 01117 tor the particular boolce•Jd ng eatobllGbllent 

and not tor the entire »atio~ide »ewe Ser<rice net work. ~ , 

~c:q:.e~ 
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lov .. ber 41 1~37. 

lily de~or lilr. Pres1denta 

As I t old you over the telephone l ust night, 

I have ~d to come to the ooncluai on thkt we are he~de4 

right into unother depresalon. 

L&at Yrid~y you told tho newsp1.peraen t~t 

your f lrs t interest •~a tbe one-third of the Nnt1on 

wbo lire 111-nourhhed , 111-clad und 111-boused . Thia 

11urt of our popubtlon 111 1.lso 11.y deep concern und 

therefore I lill. bringi ng tbis ~tter ag~<ln to your atten­

tion, 1n wri tln&. 

I hl.rdly need tel l you thit the f irs t to feel 

unotber deprosaion ~ill be tbis •~e one-third. Thia 

cruel proceaa ~~ ul~eudy begun. 

The queat1~ il1 Kr . ?reY1dant - wbut ur e we 

going to do to stop 1t t 

... . ever, 

Fu1th1'ull7 yo\11'11 to CO'W11nd1 

The President 

The White fbuae 

\ 
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tlu.t 
I\ ill 

November 4 , 1937 9:45 a . m. 

I told Lochhead u t 7:15 this morning to inform Engla nd 
a1't e r to-day we would sell no more gold 1n London . We 
ret~in the little we have le1't . 

49 

I called the President l ast ni ght ut 6 :15 und told him 
th;.t I wus now convinced that we were heuded into another 
depression and t hut I thought he had to do something about it . 
I s ~oid I I\Ould like to c~ll i n a nunber or people over Sat urd!'.y 
;.nd t.undt.y ~nc ciscuss whether 11e should do something about 
gold . From then on the President got very excited, very 
dictatorial and very disagreeable. 

He quo t ed a t gre~t l ength a man whom he described a s 
& "wise old bird" who lu.d told him t lu.t there were 2 , 000 men 
in this count ry who hkd made up t heir minds t~t they would 
hol d a pistol to the President' s he~d und m~ke certain demands 
of him, other wi se they would continue to depr ess business . 
He quoted a lot of other generalities . 

I S«id, " .h gr eut depends on who this person is" a nd, 
like u cr.:.ck 1'ro1:1 "' whip, he s~id, "It is not necessary for 
you to kno1·. who tlu.t person is Ylhich, a1' t e r t hinking it over, 
led me to believe thut the "wise old bird" was himself whom 
he w~os quoting. In t.ny event, he was extremely rude to me a t 
t hut point . Naturally I was not very warm in my convers&tion. 
:.Irs . !iorgenth&u who lu.d he~rd the conversation s&id t hat my 
vo!ce sounded l ike the drippings of an icicle . 

He then Si;iid, 11 &s production gone below consunption11 so 
I replied , " I do not know" and he sui d , 11 Th...t i s the a l l im­
por t c.nt thlng 11 • (I do not believe ttnybody c<>n answer that 
•JuestL>n honestly ~ond th&t is the pattern th<i. t Paul hzur 
pr esented to me ~t the i nstigati on of Jimmy Roosevelt). 

The President then asked me, 11nr e you selling much gold? " , 
... nd I replied yes th..tt r~e were down to our l;,st t en million . 
He s aid , 11!1' gold moves out of t hls country won ' t that be 
bullish" . I sai d , "I do not thlnk it 1·:ould be anything bec~ouse 
some peopl e 1·:111 say thr..t it i s moving out of the country 
bec:.use people ure f t i ghtened . " The President then suid , 
"That i s perfec tly ridiculous . If gold goes out of the country 
peopl e will be delighted to thlnk thut someone else tho..n the 
United St~tes is willing to p .. y $35.00 t.n ounce for gold . " 
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The President then continued to pound me on hoY' peopl e 
•,•.uuted to bc.rg:.in v. i th him before they would agree to do 
,.r:ything so I st.id , 11J.lr . Pr esident, I do not see thut kind 

. so 

of people . The only person I to.lk to i s you" c.nd, I St& i d , "I 
c~nr.ot do conythins for you lt1ld t nere i s not much of anything 
you c-n do for me - ~nd this question t h-t I wn r a i sing i s one 
thl..t h..s to be settled J ust between y;,u und me ' • 

The President st. i d , 11 & ve you t "lked to Eccl es?" t.nd I 
:.1~id , 11 No" . He s-id , "Eccles ht.s li progrt.m und I a sked hirn 
1 hy he did not sho\'. it to you onl:' he r eplied thl..t he did not 
think Mor gentho.u 1·.ould be in sympathy with his progr :.m. " I 

"'ten~, the President t hl.. t Eccles wc.s h:.ving lunch ;·;ith me on 
Th~sduy (I did not tell tne Pre~ident th-: since Eccles 

retlll'Di?d froU~ t~l' '"e. t he h..s been s t eer in:; cle<-r of .oe) . 
?r h...>s I .:1-C.e ~ ::t1- t .. l<e on :.!ond_y 'wn I kne1 t h- t Eccles 

• ~oin; to see tne President c.fter me t h..t I &sked the 
?resident to excuse me .. s I would r- ther h-ve Eccles see him 
.l,nc . T:lls ,_y h-v" -tven the President the ide& t h-t Eccles 
-nd I d i d not get t.lon5 too well - which, of course, we do not. 

Finully the> Px·esident s<.id , "I J ust will not rtlisc the 
,>.ice of gol d ;.t t his time" and I t.nswered , 11 For God 1 s s~.oke , 
h· . Pl·e-ident , I never asked you to r u1se t he price of gold" . 
HI' s-id , ,,. h-t.. -re you t-lkin;; c.bout ? " -ru:l I replied , "I um 
t .. l'<ln& about%houlc we stop steriliz ing eold? " h nd then he 
let :>ut the mo!: r :.ucous 1-ugh t.t:d h<> o;.. i d , 11 I h&ve coopl etely 
~L .. unders to;:,d you• • I thought you "ere urging me to r ... i se t he 
:)rice of gold" . I s-i d , • I never even hinted at such '- thing" . 
I s~id , " I ...:n :..l~o considering should v.e spend some of our 
sterlll7.ed gold &nd , thirdly, should th<> Federul Reserve lower 
its excess reserve requirements . In other words , I suid , 
snoulc: we retr~oce the s t e ps t hc.t we have t .>ken?" 

He ~ept const ~.ontly interrupting me t.nd he s-id, 11VIhy 
th-t is entirely diffe1•en t . By t.ll mctons go &head e.nd study 
t.1o., "ues t1ons" . 

I t oen <oosked h1.c v;hetner I. could come i..Dd see him the 
fir~t thing S~turd~y morninc to go over the final druft of 
oy s,Jeech . He st. ld , "Yes , I w-nt t o t t.lk to you ... bout th:.: t 
ve1•y much bect.use I thlllA in severt.l pl~.oces you make too 
cu t egoric&l s t i:. temcnts und I do not want to be sayins things 
now th-t we wi ll h.uvc to withdraw t wo months l a t er . " 
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The only way I could expl ain to myself as t o why he 
misunderstood me about the gold was thut he must have ~d 
i t in the back of his mind that he awy wish to raise the 
price of go~c·, and th:it is why he was so vehement in his 
argfiin& with me against it. 

' 51 

Regraded Unclassified



c 

( 

November 4, 1937 

At the end of over two hours at Cabinet, the 
President said: Now, I want t o say something. He 
said, Of course I am glad to hear fro m the various 
members of the Cabinet their sad story on how bad 
business condi tions are. He sai d: Last night when 
I went to bed alongside of my bed was the darndest 
let ter you ever saw from Henry. Then he made a 
gri mace of a l ong long face, and he said: It was 
Juet terrible . Then he proceeded t o lose h1e t emper 
and said: I am s i ck and ti~ed of being told by the 
Cabinet, by Henry and by everybody else for the last 
two weeks what's the matter with the country and no­
body suggests what I should do. 

There was complete silence . I said: All right, 
Yr. President, do you want me to start? He said, Yea. 

I said: All right , I will tell you what's wrong 
with it . I sai d, You can do somet hing about public 
ut ilities . You can do something about the rai l roads. 
You oan do something about housing. Then , I said, 
After al l , we are not sitting here as members of your 
Cabi net unless you have got confidence in us and it 
seems to me that you should t ell the various members 
ot your Cabinet to take a particular problem, develop 
i t as far a s they can, and t hen i f they should ge t 
stuck, come and bring 1t to you, but work i t up tor 
you. I said: As far aa I am concerned, you can give 
me any problem tha t you want . I said: I am working 
18 hours a ·day now, but I will take anything you give 
me. 

I said: I mentioned i n my letter what you should 
do about 1 t. I said: I am in the same boat that you 
are , and, I saio , you Just name t he problem and I will 
take it up. 

He said: Well , as far as public ut llities and 
housing are concerned, he said, I have pract ically got 
that ready. Railroads is a very complicated proposi-
tion. He then went into a long discussi on on railroads. 

I eaid: Now, I would like t o eay one more thing. 
I aa1d: You have to say something yourself about busi­
ness on November 15th. And then he sneered at ce and 
he said: "You want me to turn the old record on. • I 
said very forcefully, If you don' t want to hear troa 
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me , I don't have to tell you, but you aaked me. 

Jim Farley said, 1Henry , so on and tell the Pree­
i dent.• 

And I sa.id: What business wants to know is ar e 
we headed towards State sooialiam or are we going to 
continue on a capitalistic baais? He said: I have 
told them that again and again, and I said: All right, 
Ur. President, tell them for the fifteenth time on 
November 15th, because , I said, that's what they want 
to know. 

Farley said: That' a what they do want to know. 

'" · 53 

Wallace backed me up. He said you have to do something 
about labor. Can' t !~as Perkins do something about it? 

Then Farley said: What about telli ng them that 
you are going to reduce t he cost of Government? He 
(Farley) said: That's what people are interested in. 

And then t he President went into a discussion about 
i ncreased reli ef and turned to me a nd said: Now, Henry , 
you have got to be ready in case we are going to have t o 
spend more money for relief. I said: Mr. President, 
I have gone i nto that whole thing in my speech and you 
can see it tomorrow morning. 

This is the first tlme ln my experience that the 
Cabinet has ever t alked on a man t o man basis with the 
President and that we did not s it back and either talk 
trlvilaties or listen to him. When we got through 
Farley said: Ur. President, I would lLke to say t hat 
t hi s is the best Cabinet meeti ng we have ever had. 

COMMENT : I suppose the President thought he could 
down me in front of the whole Cabinet, but instead of 
that hie Cabinet handed it to h1m. 

He agreed t hat on t he 15th he would again re-st ate 
his position on his at ti tude on business and Farley, for 
the f i rst time that I have ever heard him, spoke up and 
said: I would like t o see what you are going to say, 
Mr. President before you say it. The President said: 
All right , Jim; I will t urn on the old record. 
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Operator: 

H.W.Jr: 

Eccles: 

H.lll .Jr: 

E: 

H.M.Jr: 

E: 

H.U.Jr: 

c E: 

H. M.Jr: 

E: 

H.M..Jr: 

E: 

H. J4 . J r: 

E: 

H.M.Jr: 

Hello. 

Chairman Eooles. Go ahead. 

Hello. 

Hello. 

Hello Marriner. 

Good morning, Henry. 

November t, 19~7 . 
lO:ta a.m. 
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I tried to get you, but they sai d that you came in 
late last night, I don't know whether-

Yes. Yes, I wasn't - as a matter or tact, I didn't get 
in here until this morning on an eight o'clock train, 
and I didn't find out until this morning that you bad 
tried to get me. 

I just wanted t o talk a bit. You're coming over at 
noon, aren't you? 

That's right. 

Now, I want to say, that anything that you've got­
that you think that will be helpful on the present 
situation we're in, if you've got anything in writing, 
I ' d be more than pleased it you'd bring it along. 

Well, I'll tell you what I do have . I have a memorandum 
I lett with the President and as far as I'm concerned, 
if he hae no objection, I certainly have no objection 
to giving it to you. 

Well as a matter or tact, he spoke to me last night. 

Yes. 

And he said, had I seen what you had shown him, and I 
ea1d no. He ea1d be would 111te me to see it. 

Yes. 

And t hat he had asked you why you didn ' t ehow it to me, 
and he eaid, that you didn't think I'd be sympathetic 
to it. 
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No, that's not correct . He didn't ask me any eucha 
thing. 

Well, I -

55 

As a matter of tact, the - the memorandum that I lett 
with hia was not completed until Sunda:r and I caught 
the train Sunda:y afternoon and I got up to New York 
late Sunday night. I went up to Hyde Park, so that it 
would have been a physical impoes1b1li ty tor me to show 
it to anybody. 

Well, I -

And it -

Well, I wanted to tell you that because I always figure, 
by now, it I have anything like that, t!mt bothers me, 
I think the quicker I repeat it, the better. 

That's right. Well, I'll be very glad to- anything 
that I leave with the Whits House, it- oertalnly 1t-

Well, he and I had lt - kind ot talk last night, and 
then he said, had I eeen thls, and I said no. Then I 
said I had invited :you to have lunch with me. He said 

"Fine, tel l Marriner t o show you that.• 

Yes . Well, I'll be Tery glad to do it. There's not a 
thing in it . that - I wouldn't show him anything that 
I wouldn't be glad to show you. 

As a matter of tact I wanted to tell. you he sort ot 
suggested that I stay, and I f elt thi s way that I didn't 
want you to think that I was trying to horn in on that . 
meeting, so I asked to be excused. 

Yes. 

See . 

I figured you had come a long distance and that you 
were entitled to see him and I didn't want you to have 
a feeling that I was trying to horn in on the meeting. 

Well as a matter of tact what- what happened. When I 
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got baok, and I went over to see him about the opening 
ot the building and what - and he asked me to give hi.m 
soma euggeetionc as to whnt he might sar, and eo when I 
went over, I Just had a few minutes that morning, that 
was the Wednesday morning that he came down, you know, 
and the services here were at two o'clock. He got i n 
that morning, so I Just had about ten or fifteen 
minutes, and he didn ' t even want to talk about that , 
he Just said, well what had been suggested was O.l . and 
then he said 1 What do you think or t hings?• and he 
started talking about t hings in general , and I said to 
him, I s aid, •well now, you haven't the time here, 
I know, to really.get into that, and what I would prefer 
t o do, it agreeable, ie to really diseuse it at some 
time when we can spend a little time . • 

K. ll.Jr: Yea. 

E: 

!l. lt .Jr: 

E: 

K.M.Jr: 

E: 

H.U.Jr: 

E: 

H.loi.Jr: 

You know when you've got about ten minutes to start 
getting into .someth1ng, general discussion, I Just 
figure i t' d be a waste or time . 

And When he usuall y takes about fifteen or it himself. 

Yes, well he was - you know Just what he was so - eo 
I knew enough t o Just steer clear or it. 

Fine. 

So that - eo he said "Will you come over Friday tor 
lunch? " and Wac was t here; he eaid, 1 put down Warriner 
tor lunch on Friday, • So I went over Friday. Well I 
didn't get an awful lot or time, he had about- I 
think it was about forty minutes and he t ook more 
than t wenty or it, and I Just di scussed more or lese 
in a general way, certain things t hat seemed to me 
to be pretty important, and he said, "Well," and we 
didn ' t get t hrough, - no, I said, "Well, I don ' t know 
whether I have given you a very clear picture , • I said 
"I'm sor ry that we haven't more time so I can• -•Well," 
he aald, "Waybe you can come up t o Hyde Park.• 

I all's. 

He said: "When we won't be disturbed.• He said "Down 
here•, he said, 1 You know how it i s, "and so I said "Well" 
and he said "When,• he said 'What about next Friday? • 
That was a week from that day. 

Yes. 
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I oaid, •well I'll be glad to come up, of oouree, any tiae that it'e convenient for you.• We dieouseed particularly housing, and he suggested that I par­ticularly give eome thought to a housing program. 
Fine. 

So along the end or the week, I juet figured I wasn't ready. 

Yea. 

So I got Wac on the phone and I eald 1 If - if in stead ot coming up on Friday as was suggested last week, that I" - this wae on Wednesday - and I said, •It t hat could be put ott until Monday, it would suit me a lot better and I reel I'd be much better prepared." So, I got word back Monday was O.K. So in the meantime I tried to -I did nothing else practically tor a week, but tried to t hink through the whole thing and to state it in suoh a way that I thought it would be effective and - and that together with the housing program is practically all I did. In fac t, it was all I did. 
Well, now -

But it wasn't finished until Sunday. 
There's nothing- I mean-

So I'm just giving you the - how the thing developed and exactly what it consists of . Now as far as the actual program i t self is concerned, I'll b~ glad to - to give you the same memorandum that he has • . Well, I' d appreciate it for this reason; I've got - got ­something very definite in my mind that affects both our organizations . 

Yt-s. 

And I want to go over with you - I mean I want to talk business. 

Well, nothing i s more i111oorta.nt that this ei tuation. 
Yes. 

I 111ean it's here, and there isn't anything elso, t here's just nothing- I mean, -as far ae I'm concerned, I don't 
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think that we could possibly spend our time to any better advantage no matter how much it t akes, than considering i.mediately Just what t he present problem is . 

So, it you'd let as have it, and another thing, I want to - in strictest or confidence, show you what I propose to say next Wednse~v night in New York. 
Yes. 

I'm very anxious t o have you sse it, to get your reaction. 

Wall, I'll be glad to ass it, and I' ll be glad to gi ve you m;y opini on, and I 1 ll bring th1e memorandum over W1 th . me. 

It's an i wportant document and I've worked one month on it. It goes i nto the whole spending program. 
Yea. 

Bee. 

Yes. 

And I want you to see it. 

Yes. 

And it goes into the tax program. 
Yea. 

It's very confidential but I' m going to show it to you when 70u come over . 

All right. All right. 

And I want your very frank co~ent. 
What I'd l ike to do though, or course it would be difficult to give an opinion, unlees - you know­you've got to - you know those t hings, tor i natanoe it I give you the copy or the one to the President I wouldn ' t want you to pass Judgment on lt, without-
Well, I'll let you take a copy with you, how's that . 
I wieh you would, then you take this other and then let'• get t ogether again to.orrow or t he next day and 
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take euch tiae as, after we've both had a chance to 
ase1a1late- pick what the other'e- what the other'e 
thinki ng. · 

Di d you go into the monetary thing at all? 

No, not in the monetary, not in a technical ~enAe 
at all. 

Did you go into gold at all? 

No, don't touch it . 

Wel l , t hat'e what I want to talk to you about. 

Don't touch it. 

That's not in =Y epeeoh , but-

Yes. I've t hought- I' ve thought of the aspect of it, 
but I didn't put anything 1n here because that eeeme to 
me -

Well then we can talk about that at lunch. 

O.K. 

You haven't- you didn't take your ec~eoh and break it 
down into eubjecte? You haven't got a l ist of what 
subjects you cover 1n that, - I mean in your statements 
to the President. 

Wel l , what the s t a t ement ie, pretty largely, 1e -
1t'e non-technical . 

Yes . 

Very non-technical. It wae - 1 t was written merely 
to relate what I conceive to be the thing that's 
brought about the pre sent situation. 

I see. 

And what are some of the immediate steps that ought to 
be taken t o meet it. 

Uh-huh. Well, I'll take a look at it . 
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And that's what it 18. 
with the labor problem 
our bUilding -

It hae to do prett7 largel7 
and the price rise that 1toppe4 

I sea 

program, and our railroad equipment buying and got your 
economy out of balance, eo that it attacks t he labor 
thing pretty strong. 

I'd like to read it vary much. 

Pretty strong, bsoau~e I think that's the oauAee 
and that's one ot the thlngs that first has to be, 
at least partly deal t with, that together with 
monopoly in construction materials. 

0 • .1(. Marriner. 

Sea. 

See you at one. 

All right. 

Are you bringing Goldenwe1ear with you? 

Well I thought just you and I - unless you want 
somebody else. 

Oh would you rather keep it that way? 

I think so . I think as long as i h got to do with 
the White House Just you and I had better -

Just you and I. 

I think so. 

All right. 

Because when you bring others 1n, there' s jUAt that 
many more. and -

Will you tell Golde~weiaer, then? Just you and I. 
· it's 

Tell him/Just you and I. 

Yea. 

0 . &: . Goodbye . 
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SEorttary of StatE, 

',(asb.ington. 

695, NovEmbEr 4, 7 p . m. 

GRAY 

London 

DatEd NovEmbEr 4 1 1937 

Rto ' d 3:25p. m. 

FOR TREASURY !'ROll BIJTTER'IfORTH. 

Rumors rEgarding possiblE dollar dEvaluation continuE 

and hoarding on bthalf of ContinEntals is o.n tht lncrtasE . 

FrEno~ nationals arE not only gEtting back i nto gold but 

to somE ExtEnt sElling dollars and stErling for francs. 

For instancE, Midland Bank statts in confidEnce that during 

past two WEEks it has rEpatriatF.d from FrancE on£ million 

four hundrtd thousan:l. pounds in Bank of England notEs . Th£ 

prEmium on gold is causing conaidtrablE commEnt 1n thE City 

particularly as during fixing this morning no gold was 

forthcoming at 6 p£ncE prtmium, gold EssEnCEs fixEd 9 pEncE 

prEmium, all of which is said to havE bEEn suppliEd by thE 

Bank of England. 

• 

ThE Indian position 

of gold scarE"• No gold 

casts turth£r1light on thE "scarcity 
' \ .... ' 

is cbming out of India and India 

may vttll bE ovErsold for Januat")' ,and FEbruary dElivEry. PrES­

Ent indications arE that local 80ld rrom upcountry may not 

prov£ sufficiEnt and thErtforE . i lu:l"l: is a possibility that 

importations may rEsult . 

YLP:CSB BINGHAM 
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Oonnraat.ion llr. Inolte had w1 th llr. Bolton ot the Banlt ot JCngland. 

- - - - - - - - - - - - - - -- - - - - -
I called llr. Bolton at 10: 58 th1.e aorn1ng. The7 had had rather 

a hectic time, he eaid, and reminded me that he had warned ae oYer 

the laet two monthe that there wae deYeloping a more critical reeling 

toward the dollar. This critical reeling had been accentuated q, 

various ehoolte which people had received trom Wall Street. The Yer,y 

tact that 'fall Street had started ott on Mond&7 morn1.ng quite weak 

in spite ot the change in margin requirements had c011e ae a new 

shook to the Continent. with the reeult that the dollar had weakened 

further in tei'IIs or all foreign currencies and gold. Another more 

i:Dmed1ate factor, he thought, •ight have been the rwaor that the 

AJDerican Treasury wae on the Yerge of completing an arrangement 

w1th the French Treasur,y, providing tor an exchange or information 

about foreign balances. There might be no truth in thie l'Wior; 

nevertheless, it eeemed to have been eut'ticient for the French 

, people to take precautions and get out of the New York market, 

prst'erably into the London gold market. I replied that I knew ot 

no suoh negotiation& and that, tor at least tour weeke now, I had 

not heard of any euch rumor&. 

A further reaeon tor the wealtneea or the dollar, he thought, 

were the g loo117 reporte about the poeition here next 7ear, which 

continued to reach E1u~pe trom the United Statea. Thie led people 

to wonder what was going to happen to treasury financing in aonthe 

to come , whioh opened up a Yieta that wae detin1tel7 disturbing to 

the world. I asked whether he had read Sprague 1 e c01a11ente 1D 

Regraded Unclassified



' 

~ 

c 
-2-

Cle'f'eland 1eate~, and read to h1ll that part deal.1ng with the 

poeeib1lity ot a higher gold price here. Bolton repl1e4 that he 

had not heard of it but that Sprasue alW11 relli.nded h1• of a 

etook market bu7er who bought at top and eold at bottoa. 'l'altin& 

63 

it all the way round, the feeling eeemed to gain ground that no aatter 

what might happen in Europe, the poeeibilit1 exieted that inflation 

in Amerioa llight gradual.ly exceed any inflation that Europe al.ght 

have to put up with. With the public 1n Europe in thie etate of 

m1nd, the ground wae well laid tor tllrther preseure on the dollar. 

So far, he did not think we had eeen any epeculative selling ot 

the dollars, the recent preseure coming from torelgnere who ware 

actually long ot the market. 

Meanwhile, at the Bank ot England, they were going along with 

their efforte, as he put it, •to mold the aarket to aeet e'f'er,y 

change 1n the eituation. • Ae a result they were al.lowing the 

hoarding demands for gold to have ita tull effect on the aarket 

becauee that, they thought, would probably help both the Br1tieh 

and, ultiaately, ue. At the moment, their dollar purohaeee nre 

ncJ. eo heaV)', eiaply beoause the other currency oontrole were anxioue 

t o buy on a large scale. The Dutch today had bought ver,y eubatantial 

amounte of dollars, absorbing the bulk of whatever was offered. 

The British had absorbed t hese dollars from the Dl.ltoh and give~ thea 

gold in exchange to the extent that their own po81 t1on and our 

standing order permitted ot wch oonvereion. I mentioned that one 

ot fl1 reaeone tor call1ng h1ll \o~ had been to let h1ll know that 

( our 'l'reawr,y had decided to 11&1nta1n a 111.niaua ot $5,000,000 WOrth 

I 
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at gold in London and t.bat., therefor., att.er cloe1ns of bllel.lleee 

todq, our order ot laat. n1.ght. would be cancelled. I nplained 

that I want.ed hia to know th1e beoauee, duriAS preYioue conYera.­

tione, I had aentioned a aint.ua ot 1101 000,000. Bolton replied 

that, einoe I had acre or leee warned h1a in the paet., th1e piece 
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ot new• did not worey hia at all and npeated how e.xt.raor41nari~ 

uaetul our order• had been heret.otore in ' keeping the eituaUon down. 

They would oontinue to do their belt t.o manipulat-e t.he gold price 

in London, ae he put it., tor the purpoee ot aold1J16 the aarket. and 

it the hoard1ng demand continued, t.o let the price rile gra4uall7 

to the New York parity. Meanwhile, they were dieoueeing w1 th t.ba 

Canadians the poeeibil1ty of get.ting some Canadian gold. In addition, 

they expected that the Indian gold which had heretofore continued 

t o New York, would at this lenl find itl WQ into the London 

~~~arket. I mentioned that if at any t.iae they decided to put. eterlins 

orders into thl.s market after their olos1J16, we would, ot oouree, 

be very glad to aot under hie instruotione. 

I referred to our recent telephone oonver11tion 1n which I had 

mentioned the amount ot 11401 000,000 a1 the aaxi.ua ot gold etill 

available to the Japanue tor support ot their currency abroad and 

mentioned that, allowing tor the lateet ahipaent ot t40,000,000, 

part of which was et.ill on the wat.er, the Mount ot gold which Japan 

could at.ill sell aight be Just under lloo,ooo,ooo. 'ftlere ne, 

however, the poeeibilit)' that the Bank of Japan aight. t.eaporart~, 

asainat. P&711ent. ot a penalty t.ax, let. ita gold reserve tall below 

the etat.utory requ1reaente. 
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We dieouaaed the aituat1on in Franoe and I menti oned that the 

Bank ot Franoe had recently unaged to accWIUlate rather 1Jiportant 

amcunta ot dollare which they had aeked ue to convert J,nto gold here. 

Including today' e purchase ot $9,0001 000, the total thus converted 

would be close to $20,000,000, I reterred to Bonnet' a recent speech 

i n L1lle to the etteot that the world would soon eee gold moving 

trom New York to Parle and Bolton thought that this comment ot 

Bonnet ' e was the true clew to the si tuat1on, 'l'he French were 

terribly arud.ous to get eome gold on the water and have the world 

see 1t move to Paris, Oond1t1one 1n Belgium seem a little quieter 

but nobody knew what the possibility was ot t1.Jt1ns up a government 

1n the near tuture, The suggestion had been made that the King 

would ct.ooee hle own man and run the country more or lese under an 

autocratic government. Latest news trom Switzerland spoke ot a l~ 

charge, he said, whlch the Swiss banks might make on all tore1gn 

deposits, Bolton d1d not think that that would do much good. 

He then reterred to the sterling rate and expressed the thought 

that probably, at some point, Washington would be 1ntereeted 1n 

taking some step to maintain the rate ot exchange, He wondered 

what sort ot rate Washington had 1n mind, I replied that I was 

ta1rly well sat1stied that no det1nite t1gure was under contemplation, 

that our gold and sterling operations in London had been etteoted 

solely tor the purpose ot lla1nta1n1ng an orderly urket and that, 

tor instance, last night' a ealea had been made by ua 1n order to 

( J>"e!J:Bllt. the aterl1ng market '• oloa1ng oompletel3 disorganized, 
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w1th all bu7era and no aellara. Bolton replied that, ot oouraa, 

u we mew, theJ had no teelinga in the •attar and t.hat with th• 

ello, 1t waa &iiiPlJ a question ot an orderl1 -net. He re1'erte4 

to the challge 1n the attitude ot the public 'towards the dollar aDd 

expreaeed uneaeineea becauae one ot thea• daJ• we .tght wake up 

and aee a big tlood ot dollare pour into the European •arltet. I 

mentioned that in my own opinion there wa1 no intention whate1'er in 

Wuh1ngton to change the gold price one W8J or tha other, nor d1d 

I think that we need expect earl7 unta1'orable political reaction 

to any auata1ned outflow of capital and the re.ult1ng l011 ot gold. 

I felt sure that we could read1l7 lo1e eney bit now held in the 

1nact1Ye account without the publ1o getting uneaey aa it did in 

1933. Bolton inquired whether thie i naotiYe gold 1tood on our 

booke at our fixed price eo that when we o .. e to aell it we 11'01ll4 

eell 1t onl1 at $35 plue 1/4. 1'h11, I oontinaed. 

6S 
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"R or"""' 
Jlr. Cal'ipel ..Ue4 ao a\ Uall Ul!a Maiq. ftltr ~ 

boaah\ \OUT~- OYU .. ,000,000 lld.tb1 be .. ..,.,, WU a ana 
••T .. uua tor \bo Pal'1a autrft. It&.,. W \all• sa •n deJlua 

bdaJ \he nor~ '*1eh •• a ..-.. aal or \heir f.eUT ....... 

111 rHM\ ftlka M4 -~. Be ... &a!Jla \o •lala aa \•fib' .. 

r-.aan \ba\ ft aMYa\ thaaa dellua !Jato lol4• 

wa u ....... \ha doUu aann a\ .. e ~ •• CuSpel 

thouaht \ba\ \ha praaare llip\ ..U oaUaua tor a ana, a\U 

people cot Ured ot u. .la r .. arcla \ha autt• !a W.dell, he \bMiah\, 

\he dollar ba4 rHoiYed ao apport \bon a\ aU a\11 \bo l'do natbot 

•·••· tha ..uaaaa ot \ha doU.u, he \~h\1 W ba.a helpot al•l 

b)' \he prtlli• oe cold 1D I.Mdell, '*1eh ho a.Uot a U\Uo 41dllftllll• 

I ~~a~aoned \ba\, beulq 1a au4 \he tan \be\ \ho lM1k ot \bo .. u 
.. , hold 1a thia ona\17, 1t \be •-• tor \bo aftal .. ,s-ot, \ho 

LM4oa pr1oo waa likel.T arat•llT \o wrll ap • .. r pl'1" of ... piM 

eharloa. Carlaael ao•ot \0 .. roo wi\h \hia. 

WJ.\h rotor••• \o \he Puta autlo\1 he aotd, \biqa wwn 

't'Ol')' .. io\J \be noak autlft waa a\0'147 111\h UtUo haiaeaa1 ._.,. 

na a 11\\le •aiu. Oat \he 'lbolo, ho aMe4, -..., were toirlT ..U 

ploa•ed wi\b \be 1MT \b1D.I• .u. t•!aa •• wi\h \he nIL\ or Ufi\'11 
\' 

\ha\ •• at '•I balk \0 h•oo... ~ I Uao•MUT lll.Urad aa \0 tlltlll' 
\ .. ~ 

\0\el 1a1a ot torotp ••bN• !a no~ "*• •• Caripel m .... od 

tbft, ataoo \ha fttii'Ul of o.-. .. , \h., W aa1ao4 alleN\ ,,ooo,ooo,ooo 
tnaoa. ftla \o\al bold1qa of, p14 -· ........ 1a •• IHMl1 anua 
~ ,> ,_. nr" ..u cwa 1o,ooo,ooo,ooo ,... ••• 

LWKaao 

67 
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CE CORRESPONDENC E 

C¥WDIWIIJAI. fti.W 

,; .. 63 

o.uAII 9 • A, lllr• 

1 ..U .. Ill-. leltla a\ 101M \Ua -''II• her W W 

,_..._ a II..Ua .s.., he ••, _. • , ...... ~ lao W ....... 

nw \lao 1a.- , .. -"'• \laa\ \Ia .. _. ._.,.,,., a •" atUeal 

t .. u., ...... '"• .. ,... 1111a atual reeu,.. w "- .......... 

'r •m•• .._.. lblell •-.1• w ""''"',..Well"""· he 

.,..., tu\ \laa\ I.U 1\I'M\ W ...,.. .. ott • • •• •I'UIII .U\e 

...ar 1a .,ue of \lao ._.. 1a IIUila 1'1• I••••• W - u a •• 

lbou •o \lao c.•s.a••• wt\la \lao ...-1\ a. \lie ••Ual' w ..-... 
tu\laol' 1a \OJ'III of .U t9Hlp ...,.d .. •• ..U. brtt• •" S.. 

aeUa\e tanol', he "'-'"'• -'lilt baYe , .. \lao .-. \aaat \lao ••-­

tr ... .., -· - \he nJ'IO of I p'.U., - ........ , 111\la .. htaell 

!rea...,. Jnriclial fo• • ...., •• et 1at.•.U. ..._,hoi 'p Ml•n•· 

then apt '• • \ft\la 1a \Ua ._., ••wtiMl ... , 1\ n•11 w a..n 

b .. ..met•• tor \he htaell •-.1.• w tao ••n•Uae •• ... .-II 

\lao 1 .. tea aull .. , Jnf~ laM \lao '•II Jeld ....... I l'lflS .. 

\ha\ I lal .. et • •* at~o\l.U.I •• \laa\1 tel' d leu\ Ml' "*• 
I w •• Ia...,. of ar •• .-n. 

j hftla• 1'1111 191' \lao WI hUI of \he ..Uu, lao t' ... ,, 

••o "'• 111 c .., • ..-• .-.. •• ,.au• ~a ....... ,. ... , *"* ..... 
Un .. \o .......... ,... .... a.s... ....... 1111• 1 ... -.~ ... .... 

•• ....... ..u. w laQ,. • IHUa~"F na•et• 1a _ .. w _., 
tlallb ., ... "P a nlk \laa\ •• ~'ell' UMIM'II w \lao wrlt. 

I •* .. tlallttau he W nM ....... , 1 -•ta 1a Clwelat ,o .. wl•• 

-· ...... Ilia \lad ........ , ........... 11411., ., ........ plt 

'".. ..... Wtl I .u .... u w ......... , 1' - tMt ... 1 ... 
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CORRESPONDENC E o.a.nlft '• .. 1111· 
s uBJECT,,. • ., r"!P ma 

•••• net. 

-·-
, .... Ida ot a ~Hell -*-' •• -. '' JM d MP •• aoU 

a\ -.---. ,.,.., U ell tlt.o _,. h 4, t.lt.o ,.,,., ..... te lola 

anacl tlt.a\ .. ••"•• llbat Gill\....,_ ta luQo, t~ao ,.ut.Mlitl' ... 

lah4 \ba\ tatlnS. ta •m•ldlll' l ... t.l7 .erJaall.., tat1aU.ea 

\ha' .. ,.,oldfb\ lt.aYo to ,n Q WIUa. WUit. a. ,UUo ta aa..,. ta 

\btl nate ot Iliad, \llo ,.,._, •• well la14 , .. ,......_ pna•" • 

\ht 4oUu. 10 tu, llo 414 an 'lltall ,.. _. ... .., tp.-l.Un 

ltl11DI ot 'bo lloUua, \llo .... , PNieN I '•I ,_ ,.. .......... 

wo•• amallT 1oat ot \llo ...._..,, 

•-llbllo, n \llo ..U ot ..... , t.Ur ,.... JOial a1oac wltla 

\hllr ottona, •• llo pQ it, 11M IID14 \llo _._. \a ...a __, --.. 
1a \ho auuu •• • Aa a neal\ \lltr ,.... .U.'dlll \llo MU'UIII •••• 

tor 1014 to hwo ua M1 olton • \be _._. , ..... tlt.&\1 tlatf' 

tlaoq)&\1 tlllllld~~ holp M\1& \be llnUala •4, ~\taaWy, ••• At 

--·· - ": ..u .. pUOIIUot ......... lt.OIIfF ... ,. , ...... 

OtlaOl' ~· .. bell .... e'Jd•a to- .. &luiO aoalOo he 

\ho balk ot llba\..,_.-. ott...a. fio ld.UIIa W all•.tlod \1& ..... ''an 
11'08 \ho Da\tll .a 11•• t~a• pl4 ta ..... ,. M tala onet .. , tUb 

o• poilU• •4 lib' n-41111 o.tOl' peJat\\ .. at ..... llttYalll•• I ..... 

Uoaoll \ba\ •• ot .,. •••nu ,..., .. ,,., Ida .._ W M.- to le\ Ida 

ot .. ,ooo,ooo 
wo.ua ot aol4 1s '•'n _. tlt.at • ...,. .. , aft• udlll ot '-Ills ... 

.....,, •• .... ot ~ stiM .-14M ...... I &"hot tllat 
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DATE IJS '- .. lllro 
SU8JECTa fS PI EEWf p«tcw WJ"' 

••• u •. ,. 
-I-

I ... , .. Ida M .... UllalleenM, tub~~ p....U.a ...... .u.., I W 

•• u ... a wt•' 1t tto,ooo,ooo. MMa •• ,u .. -.n, *" t w 
.... er 1 ... wane4 la1a Ia Ua1 ,. .. , Uaia phoe If .... a.• ... -~ 
Ilia et all -· ............. enno~ ··~ •r II'Cen .... ..... 
h•etoten Ia kaiJ'• \be etwaU.• .... ftatr Will« -u-1" te 
their hat M ..UJIII].aM \be 1114 pl'i .. Ia 1•' , aa It~ ,n U, ter 
\bo PII'PIH ot .al41ai \b1 autrn, •• 1t tll1 ~ ••• _ ..... .., 

•• 1a \lao prte• l'iee , .... all7 • .. •• ~n pmtr. • .. t11111, 

•her wen u .. ldal wttaa •• C.Mt•• taae poaalltUUF ot , .. ~ -. 

e..u. lol«. Ia ..UU•• \btr ••z an .. Uta' Uaa taU• 1114 *lela 
ba4 hai'WMton _Un .. te 1 .. tolfl, -.14 •• Uaie 1-.1 fta4 lh -.r 
laM u.a "-._ aaaa. I ••U.•e4 taae• lf •• ..- u.. a.r 4Ml ... 

._ PIR •••U.. al"4ara la\1 Uale ..a .. aft• \belr et.at.aa, w Wlll4, 

ot ...... a, be •117 aW u an _. .. 1111 la.U..U••· 

I nt_..... M •• ..... •e~.-.e nu•..U.• 1a *lela t W 
aaU__. \be n =• II IUO,ooo,ooo aa Ull ae!!11 ot 1114 at11l ...U-
a~a te \be 1..-... ter ..,,. .. 11 U.elr ...,.._, o .... _. ••U.• .. 

\ha\, allewtaa tar u.a laM• ..... ,.., ef a.o,ooo,ooo, pan 1f tlliell .. 

ft1ll • \be •••• U.a n •• ot all• tide ,.,_ •.t-1 ..ul ..U ..,._ 

"• Jal\ •'- llOO,ooo,ooo. a ..... , a.aee .. , ... ,. •• nnnr ._. ... 
laU at lap•ldP' ,...,....u,, •alan ,.,.., ef a,_.,._ -.a, 1 .. 1•• 
1014 ........ taU W.• ...... ' .. ..,. ...-t·-· 

.. tlanaa .. •• altlllaU.Ia 1a heaM _. I ..U. .. tut till 
leUetheaMW......_ ........ , .... ••S...ftlat .. 
eftellua*lell ... W..a& .... 1 ua•~ate,.u• ... tael•"• 
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4 

DATE ... '.. • J.l.,o , 

-·-wa,• a pui'~H ot 1110001000, tbo W U.s _ _... a 1• M 

e1o .. 1i- IIO,ooo,ooo. I I'Otened '- .._ .. ,a .... , .,..- 1a loUlo • · 

the -""' t.bat tbo Wl'l4 ..-14 ..... aol4 ..n... tfta •• Tollr .. 

Paris •• lol'- tbMIIbt tbst tbls __ , et lsiSsM' a •• tbo -.. .... 

-. •• et.W.U•· no htatla ... t...t'lalT •td•• .. •• ... aet• 
oa •• .. ..., •• tan t~as .. ..,., ... 1t .... ruta. OsllaU•• s.a 
ls1c1• ..... a Uttlo .-1-'• Rt M'liloq a• act \be peui.MU\y 

wa• ot ft"'•• wp a •"-•' Sa tbo a.U taw.n. tho ... ..u. w 
... u4s \bat tbo 11a1 ..-14 slleos•ld.s ~ .. _. na tbo _.,. 

1101'0 n lest at• • ..... nus ••••=••· lost.- .... tfta 

lwl\101'1•4 lfOIE• ot a 1- ....,., be M14, lllllll as hiss .._, atpt 

BUO - all fonip 4 ... sl\So JolMa 414 IIH Wa!r \bot tba I I 114 .. -- ..... 
Be tbn l'elei'I'04 to tbo st•llal nto •• apnsso4 tU "npt 

' hat PNM'IalT, at SOliS pslat, WalldaaMa 11MJ14 M 1at•ssto4 Sa , ...... 

... stSfS \o aalatala tile nts et I ¢ IDIO. Be _ ... le:lr~o4MI .. , .... et 

rats hlilalal'- W Sa 111a4o I 1'11Uo4 tb-' I we h11'17 n1l saUsftet 

'ba' ao 4etlalto ttpn we -.4• .. --.~au., tbat ou- 1o1t _. 

etsrUac opontt•s Sa "-._ W ..._ eftoetet sol~ tOI' tba ,..,. .. 

of raa1at•••sa• • ·~ aaftM •• tbs\1 tel' laatlaao, last alllat' a 

lalea W liOID .... - we Sa • .._ te pi'Wnt \be etel'11slt aaftette 

olodq ~~ u .......... , wttlt au ..,. ........ .u... lolta 

..,Ued tbs\1 ot ....... , as .. ••• UMr w • , .. u.,a Sa tllo aatt• 

11114 t!l&\ wttlt tla• alM, it we 111'~ a ....... el - ..._,. ....... 

Bo r .. wto4 ts tlao •nao Sa as .-.... e1 ... ,_»te ....... •• M'• 
Regraded Unclassified



P'RDC.RAL ltUCRVC eANK 
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DATE ill 

SUBJ O:CT> ~- I I .... -·· 
9 II 4. lift• 

1''1 

............... tt .... , ..... -· ,, tbtlt ..... .._, ... .. 

... ... • ...... ,_. ., ..,, ... .-u tate "" • ..,_ ....... l ... 

u ... .u., 1a liT ...... , Ul .... - iat..U. ....... 1a 

.. lbilll._ tt ._., taae leU •a• •• .., o• tM ..._, ._ tit 

I~._ ft . ......... tuiT .ta9tftlalt ,.UUttl I'IIIU.• M 

taT wa\eia .. ..u1Mr et -.1W ... \M l'llal'UIIIIeu tl ,.u. I 

tau "" an w -.14 •nfllF lett •=» "' ... laeU 1a taae tat .. 

u •• ·--· .,., ' Ult JUU•' ......... ..., .. u tit 1a 1 ... 

leltta .. _..,.. ••• ate iaaft1Yt atlt ..... • au "*•• ... 
nat ,l'l .... Ullt -.. w ... •• ..u 1t w WRlt ..u 1t e.1F 

'' PI Jla• 1/t. ru., 1 wan...c. 

..... 
Regraded Unclassified



JROM; AMrl- l'lab&NJ, P&r11, FruGe 

IA!I: •"e.ller 4, 19!7, aooa 

.o.a 18!5 

RU8B. PR~ OOOBJWI. 

' 73 

TeetftdaJ tho J'rmoh control' • ut plll of foreip 

exclwlce reached one hUD4re4 oigtl"' llllliOD. france. loao 

of tb1e wae ill dollara, but •oat of 11; •• in nerl1D.g. 

Today by welYe aooa the control bad acquired •"•n &Del 

on ... balf aillion dollaro; the rate .arie4 troa twont,-Dino 

point f1ft,-a1x to f i n,-ntke aD4 on ... bau. tho Fr•oh 

control 1a not taking i n •uoh aterl1ng at on ... fortr-a"on 

point na\1811t eipt, ainoo atorltnr h atrongor aptnat 

dollar a. Acoor41ag to •Y off icial oODtaot, tho •.thor­

lando B&Dk hae &lao had a Yery &oUYe tiM thh aorDiq 

purohaai ng dollara, Bow"er u 1e tlloucht tho -'..11. 

oaueoa for tho wo&klloaa of tho dollar are; (1) LoDClOD. 

prolllu on gold. (a) The Aaerl- budget baa nrrtw 

an lncroaaillg dofioU, &Del further plaaa for 111ppon1D.g 

tara prlooa are ODYiaqeclo ( 3) The .Aaerioan arkota 

are weak, and thoro 1a &O .. ip with repr4 to po .. lblo 

r011ort1D.g to further r&iolq tho prloo for pl4. !M 

rather opUaiaUo atat•011.t of Bo11.11.et with reprd to rrmoh 

fiaanooa Jeatord&J before th.- Ou.ber oo-utoo rooulte4 
holplllg ~ 

in/atr•rth of fraoo ~Pillet both dollar all4 a\arllq. 

In tho proaa hero an U• plaJe4 -.. 1a tho probabilUJ of 

&Old ehl,__h to J'ranoo ~o• tbe lnlltM ltatoa. 

BULLlft. 

Regraded Unclassified



·' , 

Pl.lW'IIRABI OJ' TELIOIWI UOIInD 

JBOil: 1.8ericO&Il llabaeQ', Parte 

DATI; lo••ber 4, 193'7, 4 p .a. 

10. 1!58 J'ROM COOJIIU 

Thla foreoo11. while Ouaran1i)' &Dd. Obaee oper&1iecl oa 

the marll:e1i bu)'lng doll.are for the J'reoh control, th1e after­

noon llorpne h&4 an order &114 the)' were qu1 1ie aoU•e &rowul 

39.53 and M. I &a told bJ both 0u&ran1iJ and ational 01t)' 

tlat holdere of l.aerioan ourreOJ are a eouroe of fair de.a4 

for france. Thu.a there 1e a oont1DU.ecl hea•J offer1~ of 

dollare on all e1dee for the rMeODe st•n 1n •J teleiJ'U 

lo. 1!55 ee1i Mrl1er toda)'. 

There wae a r1ee in French reutee. rational defenee bon4e 

are more aoug)lt, a.nd mone)' ie : Meier. The aarlr.et ie bripter, 

1n particular einoe a•oidanoe of etrilr.e threateed for ted&)' 

on the part of Public Service worlr.ere. 

The recent r--.rll: which Bonnet -.de at L1lle to the effeo1i 

that in a abort Uae gold would be caaiJI.g here froa the Onitecl 

Statu wae not oontalnecl 1n hie pnparecl ..,eeoh. Offio1ale of 

t he Bank of J'r&noe were eurpr1ee4 whe the)' read preee aoo-te 

of it. Thb •tter hae now reoehecl eo auoh publloit)' tllat the 

French control feele 1n order to ••e faoe· 1t will ba•e to _.. 

effect an aot1al SOld ehirant. Bide are a&de b)' aarll:et wlh 

tor the o&ell:e oontainiq the fir et gol4 ehipaet for uee u 

pote tor nowere. It ie po .. ible euoh a eh1raet would aeebt 

in reU..tnc a&ropean worriee about the .t.aerioea price for 1014. 

B&Alr. of J'r&Aoe etat-t ae of Oohber 38 ehowecl no ohnl'l 

1n Regraded Unclassified



.. 15 

-·-
1Ja pl4 &DI 11.0 aew a8aaooo M \lao nato; wttla o~tl• 

up cao &114 cao fOU'\Ia ll1lll• f:ruoo, 00Yft!IC8 ... 11oM 

't'Ol'OI&a 11 ••• 

BULLift 

• 

Regraded Unclassified
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DATI: 

•o.: 
RUBB 

.laer1oan •baee,., Parle, rranoe 

.or .. ber 5, 1937, 3 p.a. 

1563 

J'ROK OOCBRU. 

u DOOD. I called on Bolllln to bid hill soodbTe• 

.. 
76 

BoDnet eaid he n.e gratified oYer the iaproY .. ellt 1n f'rellob. 

finanoee whioh had begun to be n14ent. Be n.e 1ntG'ene4 

to note the etateaent of the .laer1oa Beoretar,. of tM 

Tre&&UrJ' ae reported 1n .lGDOI IO~CIII~ tb.1e aorn1111J to 

the effeot that the dollar wou.ld not be further 48Yalue4J 

he himself bad been of the opinion that it was not likelT 

there would be further d8'1aluat1on. The reaeona for the 

reoent .arket oollapaa in the UU1t84 States and the outlook 

for raooyery are hD'f8'1er of oonoarn to Bonaat. Be balie.aa 

that the pr .. ent dollar wKkneaa will not be l&&tiiiiJ• 

I •nt1ou84 to Bo1111n that I waa going to Basel thia 

weakaud. He brought up the que at ion of Queell&y' a auooaaaor 

and inliatad that the general -.nagar of the BI8 ahould 

continue to be rreuoh. 

I 11&4e referenoa to Bo1111n '• nat•ent MAle no daTa 

ago before the Ohallber'a 1'111&1108 0011111 ttea that the f'rellob. 

were haYiiiiJ D&(totiaUona w1 th London OYG' the question of 

the 

Regraded Unclassified



77 

-a-

the fortr-!llloll pOWI4 ballkiD& orecl11i whioh aa1o\aee 111 

Icw•ber and Deoeaber. Bo111181o eaid that thie wae eo, 

and in etrioteet o~ide11oe, ea14 he hopee the eolutioll 

Will be a repa;,aant of one-half of the orecli t - for whioh 

approxiaately 3 b1111one of france would be requ1re4 -

with the other half to be rennet. I aeked hia whether 

1ihe o'liher b&lf of 'lobe ore411i would be exhnde4 by 1i.be 

Br11iie.b bankers or whe'liher 81r1tserl&n4 or ••• other 

aarke'li would haYe to be .augbt. He was of the opillioll 

thd the Br1t1e.b bankers would prolODg the other half. 

Be felt that if the Britieb GoTeraaent wae really anxious 

to cooperate with France no obataolee would be plAoed 

in the way of renewal of thia part of the loan. 

Bonnet said ~e wae unhappy at haYing to rel1Dqu1eh 

his poet aa Aabaeeador to our country. 

I .bad a talk w1 th Rueff, aoYeaent of tun de eecU 011 

of the Kinie1ory. I aade reference to the etat•ent of 

Bonnet before the Finanoe Ooaaittee to the effeot that 

for the r-inder of 1ihe calendar yeare the Treaeu.ry' a 

needa ooul4 be taken care of without drawing UJIOII the Bank 

of J'ranoe for aoney. Rueff eai4 the situation of the 

Treaaury •• easier than it had been for e011e tiae. Be 

eai4 
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eaid nee4a tor one 110ntll. ahead oould now be prOYide4 tor 

and that the at&teaant of Boonat 18 curaly oorreot 

and eafa, prOT1de4 u doea not imolTa repayact on Ula 

London ba.nlc1ng cradi t. The Tra&B\11')' 1a talciq o&ra of 

current naeda by aoae doaeaUc abort term borrowing on 

billa of the Treaaur:r, by the r&il-y loan floated in 

Bwi taer land, b)' the recent iaaua on the Paria aarltet of 

the Credit l&tiona.l loan, and by the Department of the 

Beine loan - which waa antici pated in ay telegrua of 

Ootober 29, 5 p.a. , lo. 1541. The l&at mentioned loan 

18 for appron•tely aix hundra4 lllillion franca and 

begina IOT .. ber 9. The state baa aada &dT&noaa to all 

the&e bodiea , and the atate will be re1mburae4 by an 

Ulport&nt part of the procee4a of the three loans. 

ll)' friend a&id he -· Tery 11\lCh &&&inBt the Treasury 

4raw1ng on the Bank of :rranoa to aeat doaeaUo nae4a. 

HcnrtJYer, he would not be 1.8&in1t u11ng the Bank of J'r&noa 

credit if repayaant 11 to be •de on the London loan at 

•turity. At the prueut t1a1, he aaid, the atabil1&.,.. 

tion tun4 i1 'practically tull 1 eo that tharl would be no 

diaoration 1n obtaining the 1tarli~~g nao11eary for a 
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.l&rga payaat to the Br1t1aht it would probably be n1ca1...-, 

hcnrtJYer, to 4raw on the bank 1n order to obtain the franca 
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I aleo epote w11ih OouYe cla MurY1lla, &DOt.b.er offioer 
, who I thiDll: 1e a4Y&Do1111 rapicll)'o in the KinburJ I aeUonecl to hi• the eader treanrr 

e1-w.Uea, aDcl he relldnclecl ae nat the J'ienoll ha•e ret 

to a43u•' aeYeral baeio probl .. a, the prodUotion &Del 
bal.anoe of trade allcl 1ihe ooat of 11•111&· Be &leo aenUonecl 

that w11ih~reoomen1JI& of Paru .. at on the dneath 

of .OY .. ber, political oon,ro•eraiea aar be proYote4. 

Be expre .. ecl pleanre at 1ihe 1.-prOY•ent eo far, but 

he thinta 11i 1e fool1ell to boaa1i of t he eUuaUon unUl 

hanoe1 • reoOYer)' shall haYe lAetecl the two or three 

reare neoeeearr 1io put her into goocl ehape once -re. 
EID IIUSAGI . 

BIJLLI'l'l'. 
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!he Bank, •1 oftlci&l. ccntaot belinea, Will ba•e ·to 

fUrnish the Treal\lry the :tranoa required to purchase the 

sterling froa the control to pay ott one-half of the Bri Uah 

banking ored.it unless there is 1\lffioient repatriation of 

franca t o permit the Treawry to get the necessary franca 

thro\lih short term paper on the Paria aarltet. Such dnalop­

menta are not likely to take plaoe. 

During the time I was at the Bank word was reoei•ed 

ot a stat ement by the President of the United States 

crit1oi a1Dg currency speculators aore sharply nen t han 

stock market apeoulatcra, and denying goaeip about all&Jed 

Arlerie&n monetary changes. 'fhe sales of dollars obaened 

here come froa the United States ae well aa 8o.n41ua•ia, 

SWitzerland, and other oountriee • 

.ln or der was recet.ed by one Parir.t.aerioan bank t o 

sell a half millicon dollars for an .t.aerie&n ollent and 

to purchase gold in London with the proceeds. 

Dollar -.lea were not on so l&rJe a scale as yesterday 

but ner•oua feeling still prna1la. J'renoh reate and etoolt 

market irregular. 

the OoYernor of the Bank of rranoe left thia nenina 

tor 
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tu B&eel. !-nn IIHldDC lae le •o ooater tlaen wttla 

OOYeraor lo- 1a aa ettu• b enue BII ••rlllalp 
clittereDO... Botla tla .. e OoYu•r• MYe b- -u• 
otlaer O•val Baak 41reotue of the BIB tor eQ;on eboe 

the lallt boar4 •••Unc 1a e>nober • 

.D1) DSIAOI. 

BULLI!!. 
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ftlOih 

DA1'K: 

JO.: 

Aaer1oan s.baaay, Parle, lr&Doe 

JOY•ber 5, 1937, 6 p.a. 

1158? 

RUBR JROK OOOifiU. 

Teater~ the pin of the J'reDOh control •• 

. 355,000,000 franoa of forei;n exoban~e. te,aoo,ooo 
ne inoludecl in thia amo\IJit . A 11Ule aterlin~ n.a 

loat in the forenoon today but the control n.a aligbtly 

a\8&4 on balance at 5 :30 p .a. when I n.s at the s.nk 

of J'rance. At that tiae it bad &leo aoquirecl t&!IOOO( t). 
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This eYening the total gold and foreip. exchange 

holdings of the control in franca are approximately ten and 

a quarter billion. 1'h1a amount in.oludea the foreign ex­

change prooee48 of the recent SWiss bank loan t o the 

J'rench railnya. All of t h e proceeds of this loan went 

to the control with the exception of a saall .. aunt of 

Swiaa franca whioh were needed by the J'renob Treaaury 

itself. 

E5D BKOTIOI 011. 

BlJLLift. 
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IJlS GRAY 

London 

DatEd novEmbEr s, 1937 

REc 1d 4 :22 p . m. 
SEcretary ot State, 

Vlashington. 

699 , l!ovembEr 5, 7 p. m. 

FOR TREAS~ ?ROU BUTTER:/0 Rl'H . 

Although little or no credence is g ivEn in the City 

to rumors circulating on thE continEnt ot impEnding de­

valuation of the dollar, they havE stimulatEd the movement 

(*} gold, gold shares and British Government securities . 

OrdErs for gold arc nOI'I coming from such countriEs as 

CzEchoslovakia as wEll as Holland, PrancE and SwitzErland. 

Gold was fixed at 140 shillings 6 pEncE being almost a 

11 penny premium on the dollar and although the dollar ratc 

went up 1! ccnts gold was not mad~ availablE under fixing 

price . 

At a dinncr of the Political Econ~ Club Henderson 

rEad a paper on the trend of British economic activity. 

His conclusions were that there will have to be a vcry 

sEvere depression indeed in thE UnitEd Statcs i f therE is 

to be even a moderatE deprEssion in this country; that 

apart from possiblE rcpercussions from outsidc, Britain's 

industrial 
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LHS 2- No. 699, NovEmbEr 5, 7 p . m. , from London • . 

industrial outlook rEmains rEasonably satisfactory so far 

as thE nExt yEar or so arc conccrnEd, but in any case 1938 

will be lEss good than 1937 and probably 1939 lEss good than 

1938 . LovEday found some support when hc placEd grcatcr 

Emphasis upon tht significance of AmErican dEvclopmcnts , 

particularly with rcspEct to commodity prices and on all 

sides thErE wes genEral agrEEmEnt that .furthEr dEclinEs in 

commodity prices would bE serious . ThE discussion then 

turnEd to thE UnitEd States ' position and one MauricE 

Hutton who had rECEntly i ntErViEWEd GovErnmEnt officials 

in Washington prEsEntEd a hiGhlY critical analysis of 

AmErican GovErnmEnt policy. RawtrEy also participated 

in thE discussion rEfErring scornfully to this Government 

who talkEd about the "pEak of thE boom" in England being 

past vthEn at no timE unEmploymEnt had fallen bElow tEn 

pErcEnt . HE saw no rEason why thE upward movEment should 

not bE continuEd if govErnmEnts bchavcd sEnsibly, with 

industrial nEEds taking thE placE of armament requirements 

as thE latter declinEd and hE hoped to SEE a condition 

recordEd as normal when not mort than fivE percent of thE 

population was unemployEd. 

ThE sEnsE of thE discussion rEvEalEd a fEEling that 

whilE thE pcak· or Britain's recovery movement had been 

passEd no drastic declinE 1n activity was to bE EXPECted 

in 
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in thE nc.xt six to twElve months ; ~~at thErE WErE now so 

many imponderablES, both political and Economic, that 

furthEr prEdi ctions wErE fut i lE and an attitudE of caution 

in making commitments was thErEforE nECEssary. 

-· --
SI.!S : EIIB 

BitiOHAJd 

..... ''\ 
' I 
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'It:. POSSI BLE DISCO!ITIIfUANCE OF 
GOLD STERILIZATION POLICY 

November 51 1937 
10:30 a .m. 

Present : 

H. lo! . Jr : 

.<ieley : 

il. . Jr : 

Eccl es : 

t . • Jr : 

!lr . Taylor./ 
Dr . Viner~ 
!.lr. Locbhead.t ./ 
Dr . Himmelblau 
Mr. Eccles~ 
Mrs Klotz 
Mr. GoldenweiserJ 
Llr . Vlhite~ 

This thing is a kind of - Eccl es is on his way over 
Lnd I sort of asked him to come over on account of 
this t&lk of mine , see? And I wish I had· a little 
time before he came to expla in it . But we huve sort 
of come to t ne crossing of the roads, in that he 
feels we need certain objectives which he has, which 
will take time, like housing sod labor and all t ha t , 
and I go a long with ni m; but in the meantime he wants 
us to practically sta rt another CWA . 

Mr . Eccles • 

Please . 

(Eccles comes tn) 

Marriner, if it i s agreeobl e to you, what I wanted 
t o do - r ather than discussing m,y t alk any further 
a t this time, you see , pending my seeing the Presi­
dent, see , what I ' d like t o do is to take this time 
wi t h these people - I mean just let's forget that 
talk for e minute, if you ' re willing, a nd also )our 
program for a minute, and then I want t o t e lk &bout 
gold, see? Because the more I think about it the 
more I'd like to bring dovm t he same gr oup of people 
that I brought her e befor e when we made a decisi on 
~;.ffecting foreign exchange . We ' ve brought in people 
from toe outside over Saturday and Sunday, after 
markets are closed, you see, t o talk with us and 
advise with me . I don ' t know whether you came to 
the Treasury when we were doing those original gold 
things -foreign exchange . 

No, I don 't ~now - I was - you don ' t mean - I 
remember originally you brought down Stewart, I 
t hink . 

~o - Walt er Stewart, yes, and people like - a couple 
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bankers, people tnat ~eep t aeir mouth shut and I 've 
got confidence in, who are in the business . 

Ana a s I say , wha t I 1m t hinking about i s this -
" s I s ay , i f I •m goin~ to do anything ~bout gold, 
I ' d want to announce it Sunday night, see? I mean 
if we ' re going to do anything at all - and I haven ' t 
had a chance to t alk with Viner and these other 
people and L just wanted to chin 11.bout - yes, I did 
talk with Viner; excuse ~e . And • just went to t alk 
about the possibility of announcing, first - there 
are two schools of thought in the Trea sury; one is 
t ha t we - first , th( t we Lnnounce th~ t ~e are dis­
continuing sterilization of gold ; th&t 1 s one, see? 
~nd t he ot her one is th~t we take the second step 
end use some of the gola to pay off the weekly matur­
ing bills, see? 

I ' d like t o t alk about the first thing, just the 
stopping . fie Gr e right now, this week, in n transi­
tional per l od , ond .vith the amount of gold going out 
today t her e i s n ' t - .1e11, we ' re just not sterili zing , 
that' s all. Anu the sta tement which read - is tha t 
11 I have deemed it advisable, in the public interest •• · " 
:.ell, supposing I announce tha t we stop sterilizing 
Sunday night . Then they r ead the rest of the statement . 
"Well , why or e you doing it?" 

" (lell, there 1 s no more gold coming in, and the situa­
tion - we ' ve got u billion und a quarter . " 

"¥,ell , is gold goine out, :.lr . :.lorgenthuu?" 

•Yes, gold i s going out . " 

"'liell, as it goes out, a r e you going to carry out 
what you said here , and thr t is to r edeem the out­
standing obligations in cr,se of a movement in the 
r everse di rection?" 

And t he a nswer to that would be, "Yes . " 

knd why do I want to do it? Why am I considering 
doing it? - put it tha t way . Because, t alking again 
Just for myself L c an ' t help but think that certainly 
part of this 1s' psychologi cal, and I ' d like to retrac e 
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the steps t ha t the Tre~sury took as t o putting the 
l i d on this thing in the minds of the public , ond 
thot is my moin r~ason for uoing it . 

No.Y, I realize perfect l y if you ~; sk the c,uesti on, 
"Well , what ar e you going to do when gol d begins 
to move here·?" - well , I jus t haven ' t t alked that 
question . But I feel , wi th a fund of a billion and 
a qu~rter, tha t that ' s enough t o take care of the 
s ituation for which this movement was made, and t hot 
w~s to build up a fund cgainst t he possibility of 
gold moving out. "ell, noN it is moving out; the 
fund is there, it' s & bi llion end a quarter , and 
that ' s enough. 

llo:t, a s to the s econd s t ep, I've got much more 
doubt - I mean I ' m not sold . I haven ' t made up 
my mind on any of t hi s . Uo you underst~:.nd? I don't 
~os.< people to come down &nd ask you to come over 
if I ' ve made up my mind . 

And again I want t o say that it would be most , most 
helpful , if we should deci de to do anything , that 
it could be done so thet s ome sort of a Joint state­
ment could be made . I mean I' d feel much happier 
about t he whole thing if t he t hing could be done 
just the way it was done iler e - "The Secretar y of 
the Tr easury, after conferring with the Boe rd of 
uovernors" - I me&n if tne thing could read exactly 
tne same , I' d feel mu~h happier ebout it . 

And I ' m not saying the t if we can ' t agree I'll do 
a nything . I n other words, the whole t hing i s open. 
I 'll hear f r om e nybody tha t want s t o t alk for or 
against it . 

I'm a 11 ttle confused . I don ' t koo1v jus t •·ha t the 
proposition i s . Is the pr oposition tha t if there 
is a net los s o1' gold , we will use tne proceeds in 
money of the snle of the gold to r edeem bills out ­
s t anding that we used originally to pay for thut 
gold? 

Sec uri ties . 

Huh? 
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Securities. 

Or redeem Governments. 

Doesn't necessari l y mean bills . 

1'/ell, I 1m on record - may I read this to you? 

Yes, c ertainly. 

This is the statement I made. Just let me r ead 
it to you. I made this on December 22. 

"The Secret ary of the Treasury, after conferring 
with the Board of Governors of the Federal Reserve 
System, announces that he pr oposes, whenever it i s 
deemed advisable and in the public interes t to do 
so, t o t ake appropriate action with respect to net 
additional acquisiti ons or releases of gold by the 
Treasury Department . 

39 

"This will be accomplished by the sale of additional 
public debt obliga tions , the proceeds of which will 
be used for the purcha se of gold, and by the purchase 
or redemption of out standing obligations in the case 
of a movement i n the reverse direction." 

In other words- does tha t answer your •••• 

Yes. tou don't need any announcement a t all then, 
if t hat ' s wha t t he proposal is. You' r e just carry­
ing it out. 

No, no, I thought the Secr e t ary i ndicated tha t that 
action was going to be carried out anyhow; t ha t action 
ot the acqui sition of bonds with the proceeds or t he 
gold that i s sold is somet hing t hat would automatically 
take place by virtue of that s t a tement . Be is now 
raising the further issue as to whether or not you 
shall take additional gold. 

You're r aisi ng a separate issue i n addition t o that, 
which is, should you pay off these maturing bills? 

Oh no, that ' s settled, that's settled. 

No, it isn•t . I don't see that it' s settled . 
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You mean, is that the form wb.ich the purchases ot 
Governments shall talce? Whether it shall be running 
off bills or buying Governments . 

You• re going to retire outst anding obligations . 

Something , 

Something. Now, it doesn' t mean bills. 

Something, I mean ••• • 

Tha t was particula rly written that way i .n the 
first place . 

"""' Outstanding oblige'tions . What they'd be I'm not 
prepared to s ay . But, outstanding obligations. 

That ' s the point I ' m making ; it doesn't necessarily 
mean bills. 

Vh no, no, just so you •••• 

May I express wha t I think the issue on this first 
point is: that there is an outflow of gold going 
on Just now, and we probably will not be acquiring 
gold to sterilize, so therefore it is an opportune 
moment to state that tb.is program - as far as sterili­
zation is concerned, we're not getting it anyway -
now, the only effect making that statea~ent would have 
would be that if in a month or so from now gold 
started to come in, we would not start t o automati cally 
steril.i zing it again. We would carry out everything 
that was in the first sta tement, but we have not bound 
ourselves to follow it through at a later date . 

Excuse me just a second. (Bas conversation with 
Miss LeHand on White House phone) 

J us t one second. Will you (Eccles) be free at 11 
o ' clock? 

Yes, Saturday . 

I Just want to take a minute to e xplain. I 1m asking 
these people down; I ' m going to put this thing up to 
them, want them to tell me whether they think it's 
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good, bad, or indifferent. I mean I'm separating 
t his entirely from ttq - I 1m not mixing this and ttq 
speecb. See what I mean, Mar riner? I mean it I 
didn't make any speech at all, I ' d want to bring 
tb.is thing up at this time. Then Miss LeBand said 
the President will DOt be available SUDday but will 
be available just before supper •• • • 

Saturday or Sunday? 

Saturday . So what I was thinking about is that 
after you got an indication of what I was thinking 
about, if it wouldn't be asking or rushing you too 
much, whether you could either say, •I can' t go 
along with you at all, • or at least '"I'll tell the 
Board how you feel and bave a meeting this afternoon,• so we could • •.• 

Well, there are only two members of the Board here, 
see? Davis left last evening and won't be here until 
Monday, and it will be impossible for the Board to 
take a part in this at all, I am perfectly sure, 
this week-end . 

Well, the way tb.is gold thing is moving now - see, 
sterling is up practically to five dollars, and gold 
has jumped from - yesterday in London to $34 . 95 t o 
what? 

$34. 99 . We're just in tbe midst of a big movement. 
We hava to move on 24 hours ••.•• 

Well, what do you mean? You mean with reference to 
using .. . . 

Announelng the - I mean the possibility of - no, 
the possibility of announcing the stopping of our 
sterilization poli cy. 

Well, you don' t mean stopping in the sensa tha t if 
it reversed the other way you wouldn't continue . 
You mean that announcing • • •• 

Just the same way, that in the public interest it is 
noc long9r appropriate to sell - no longer necessary 
or apprc•pr i ata to •• • • 
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Sell bills? 

••• sell bills With which to buy gold. 

Yes . Nell , that isn't an announcement of a di s­
continuance; that is an announcement that there is 
no necessity, the necessity doesn't exist. It 
doesn't say that you discontinue a policy, because 
although there is an outflow this week, say the thing 
reversed and you bad the gold coming in next week; 
it seems to me that if you announce a discontinuance, 
the question naturally arises, "Well, does that mean 
that if there was a reverse trend, you would not 
sterilize?" 

That ' s the bridge I want to cross . That ' s the bridge 
I want to cross. 

It seems to me that to give them the facts tha t i t 
isn't necessary to do it - it doesn't mean that it 
is a change or policy or n discontinuance . 

No, I want to announce discontinuance or steriliza­
tion. 

That's very different from the other. 

I want a definite announcement of the discontinuance 
of sterilization; tha t's proposition number one. 
Let me rephrase that; I mean I want to consider, 
should we announce the discontinuance ot the sterili­
zation policy? That ' s the thing. 

Personally, I don't think we should. 

Well, that 's what I want to talk today, and that ' s 
what I want to ask these people's advice on tomorrow. 

Now, let's hear - let ' s talk about it a little now, 
shall we? 

Yes, it's all right with me. 

(Mrs Klotz leaves) 

I don't think that there is any Justification 
tor the change of policy with reference to 
sterilization. In the first place, it is a function 
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under the powers that the Treasury has that they , 
it seems to me, should perform. If they di scon-
tinue it and there is a big movement or gold this 
way - it is something that the Reserve System has 
no influence or power over; we're not given any 
responsibility to deal with the exchange problem 
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at all; we have no powers that enable us to handle 
any problem that might be created as a r esult 
or gold inflow. And it seems t o me that tor the 
Treasury to say, "All right , we have discontinued 
it," means that you have - that the problem in eff ect 
goes into tile l ap of tile Reserve System, where they 
have no power to deal with tile effects of it in the 
first instance, and where the responsibility of deal­
ing with t he exchange problem in no way lies with the 
Reserve Sys tem but does lie with the Treasury . And 
to - it just seems that so long as you have the 
powers that a re in the Treasury, the problem of 
sterilization becomes a part of the Treasury problem, 
unless the Reserve System gets additional powers . 
I certainly 'ifould - under the circumstances, the 
Reserve System would just be in a perfectly impossible 
place to be. 

(On phone) Tell Mrs. Klotz to include Mr. Ri efler 
for tomorrow. Yes . 

Well •••• 

The 4uestion of sterilization, it seems to me, of 
all countries - it is largely with the Treasuries , 
or the central banks have powers to deal with it; 
usually, as I understand it, it is pretty largely 
with the Treasury, and they are working in con­
junction with the central banks. Certainly that ' s 
the way the Bank of England operates . 

And the question immediately arises - the Treasury 
say, "We're going to discontinue" - then the whole 
question comes: What if the reverse flow comes; then 
who's going to handle it? Now, true, at the moment 
tnere is gold going out. It is due, in my opinion, 
in part t o an improved situation in France and a 
deteriorating - and some deterioration of our 
situation here . In other words, it is a result of a 
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capital flow, capital that we have been getting 
for several years ; it was a capital movement of 
gold which came over her e because of a bad situa­
tion there and a better one here . Now the s itua­
tion is reversed; the situation hes deteriora ted 
here and capital ha s gone out . It is hot money, 
a nd t hey a r e getting the hot money thet we have been 
getting, in some instances . Certainly tha t i s true 
of Switzerland, certainly i t is true of Sweden, cer­
t ainly it is true of Holland , and I suppose it is 
true more of England . France is getting some normal 
return of the capital she lost and we hope she can 
retain. 

Now, it ' s unfortunate that our situati on, in order 
t ha t we can r ever se the flow of gold, has t~ be 
bad , so ths t capital won ' t stay here . It seems to 
me tha t the loss of this gold llas been extremely 
costly, in a way. I mean conditions th&t possibly 
brought about that loss cost much more t han the cost 
of sterilization. Now, if the situation here improves, 
a s it mus t do sooner or l ater, then there is no rea son 
to expect that we won ' t get again a flow of some of 
tlla t capit al ; a r ever se flow could happen. 

So i t seems to me tha t we •ve got the problem of 
sterilization so l ong &s you don 't have a &old 
standa rd or some other mechanism t ha t is not now 
pr ovided under the l aw . Tha t's about my story . 

'Nell , let ' s have a positive statement, why we should 
have it, see . And Harry, you t alk - why don ' t you 
t ake the posi tive positi on? 

All right . I agr ee with Marriner - I think we all 
do - that gol d is flowing out f r om e combi nat i on of 
both f act ors, and t ha t Re would very much prefer to 
s ee .. .. . 

Excuse me Just a minute. Would you (Eccles) mind 
i f . we would have Goldenwei ser come over here? 

I ' d be glad to have him come over . 

I ' d l ike him to sit with us tomor row. 
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Let's have him - let ' s ha ve him come over . 

Is that a greeable t o you? 
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Not only agreeable, but it 1s wha t I•d like to have . 

(On phone) Ask Mr . Goldenweiser if he would please 
come over to the Treasury. Mr. Eccles would like to 
have bim come over to my office. 

Of course, I didn 1 t know we were going to have a 
coni"erence and what was going to be discussed, so I ' m 
Just .... 

Well , I unders t and, ol d man, a nd I ' m not tryi .ng • •••• • 
If you Just th i nk of it thi s way 

I•ve been thinking out loud . 

This i s a Treasury me et ing which I •ve a sked you as an 
individual t o s it 1n on, Just in the same capacity, 
if you d on't mind comparing you - when we are working 
on s tuff tb&t ~ffects the State Department, we have 
Dr. Feis s itting here; ins tead of hi s going to report 
to Mr. Bull , you r eport to yourself. That i s , this 
is in t he formative stage and t his i s a Treasury meet­
ing. But it's in a forma tive s t age. And I very much 
wanted you to •••• 

Well , I appreci ate it. It s aves t ime, I think. 

And it s aves time. I ' m not in any way trying to 
commit you to anything. But it ' s exactly the kind 
of me~ting t hD t would affect State and Mr. Feis sits 
here. If you will do it in t hat spirit, why, I would 
very much like to Rave you sit bere. But I ' m not in 
any way trying to push you or commit you. But it 
Just so happens that I , going back to my speech, have 
gone a s far a s I can With it up to the time that the 
President sees it. Now, when the Pres ident sees it, 
that bridge will be cros sed. You see wha t I mean? 
And I ' m willing to cros s the bridge now, if he is, you 
see. And I ' m not going to try- I 1m not going to use 
·salesmanship on him; I Just want him to make up his 
own mind . See, Marriner? 
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Well, I don•t know that I blue you, because after 
all too much salesmanship is taki.ng an awful lot of 
responsibility, isn' t it? 

Sure, sure. I'm not trying to sell 

Don't you want to take lots or responsibility? 

Well, there are certain situations 1n which I'd 
just as soon not. 

No, but I 1m his Secretary of the Treasury, and I 
t hink I •m entitled to know at tbis stage which 
hoJbse I •m riding • .. _ 
I think you•ve got to know. 

What? 

I think you've got to know. 

I mean I 1ve just got to know where I ' m at. And the 
thing is now - and the reason that Haas isn' t here is 
that he 1 s editing it with Gaston. 

Just as a matter or interest, I told you that I was 
going to sbow it to Parker, didn't I? 

To wbo? 

Parker: be' s tbe Chief Editor for Scripps-Howard. 
But heis the only newspaperman I •ve showed it to. 
And I don ' t know - I value hi• opinion; I mean I 
don't consider him a newspaperman, he's sn editor, 
He went over it. \Vhen he got all through and done, 
he said, "I ' ll put my money on this statement: that 
the ~peach is constructive.• I mean that was Just 
his reaction ~his morning. 

9ut anyway, let's get back to gold . And if you want 
to s ay anything to me privately or personally before 
we leave , l ' l~ be glad to receive it, Marriner. 

All rigbt. 
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But you understand. Now, Mr. Eccles • position 
here - t his is a Treasury conrerence which he ' s 
sitting in on as a fAvor to me, in order to keep 
nimself posted on what we are thinking of doing . 

Now Or . White •• 
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I said that I agree , and I think we all agree, with 
the sta tement that ! t is unrortunate that one of the 
motives that is leading gold to f l ow out is a r ecessi on 
here; we would have preferred it other wise . 

However, gol d is flowing out ; to the e xtent thlit gold 
does flow out , then, ac tion is almost automatic a fter 
the stabilization fund of 200 million i s filled wi th 
cash. From then on, the purchase of securities auto­
matically t~es place, and the Secr etary would want to 
make ~ decision whether be should purchase bills or 
some other form; tba t•s a separate problem. 

But the question as to whether to announce at this 
time a cessati on of the program of s t er i l i za tion 
because the moment i s appropriate, appropriate action 
is being t aken, I thi nk has to be evaluated exclusively 
from the point of view of what effect it would have on 
business conditions . Tbe actual ef fect it would have 
admittedly is nil , because no gold is flowing in; 
therefore, no steriliza tion would t ake place anyway. 

Therefore, i ts effect has to be a psychological one; 
it would be a psychological one even if there were a 
11 ttle gold flolfing in . Now, the psychological effect 
of tha t statement is, I feel, not ver y g rent ; but it 
i s somewhat bullish, slight ly bullish . It is an indi­
ca tion tba t there is a r eversal in pol icy, that there 
is a public abandonment , if you l i ke, of a policy of 
res triction, tha t there is a reemphasi s on the intro­
ducti on of ~n easy money policy a s tbe first step 
towerd meeting what may be ll continued r ecession. 
From that point of view it 1s valuable, and I think 
possibly we would wish to consider it. 

Tbe Secretary will r aise the question as to whe t her 
we ousbt to !10 furt.her than t hat , but t akifl8 up 
your {Eccles) point, let' s assume that t ha t statement 
i s made . Le t us assume tha t the r eaction 18 slightly 
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bullish, that the public begins to teel that the 
Government has taken cognizance of the recession 
and is going to take such moderate reasonable mea­
sures as will insure a return to r ecovery. 

Let us say that we go beyond that. Let us say that 
gold continues to flow in. How, your point was, 
when t hat happens, what's the Federal Reserve Board 
going to do about it? Well , it appears to me that 
that i s a bridge that should be crossed at that time; 
that after al l the policy was definitely stated to be 
one which was going to be ad justed according to tbe 
situation, and if the situation in the future, one 
month or two months or four months from now, is such 
that Y,OU are getting a return flow of gold, and it, 
further, you reel that that return flow of gold 
Jeopardizes the stability - the imminent stability 
or the future stability - then I think there is en 
excellent ground for a r econsideration of the case 
at that time, and I am sure it will receive considera­
tion a t that time, in the same way that it was 
considered earlier. 

But we want to s queeze the mexi.mum effect we can 
out or any action that we can take that is moderate 
and reasonable, to attempt to check the present 
recession. And I wouldn ' t wish to claim too much 
for it. I don ' t think the Secretary does . It is 
a moderate step wbich we hope would have some kind 
of a favor able psychological reaction. Your point 
doesn ' t become an issue until some time in the fUture. 
When it does become an issue, I think it should be 
given and will be given such consideration as the 
situation warrants . 

That certainly i s very frank . 

Jake, want to say something? 

I made Dl1 speech last night. I think that it would 
be an extremely foolish move on tha t ground. It is 
a trivial move; it bas no immediate significance. 
There is no logic behind it except that it i~ an 
inflationary gesture, and I don't think that s the way 
at all to deal with tbe present situation. I think 
tha t there is a logic in the sterilization program, 
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more logi c in that than in some other parts of 
our whole set- up, that 1t is working beautifully 
now in terms or the present situation; that now, i f 
there is going to be a gold outflow, it 1s goi.ng out 
without d isturbing the credit base of the country 
a t all, which is Just what it was set up for . That 
part or the system is wor king Just right, and because 
it is working right, you now say, •well, when the 
time comes for the movement - the movement reverses 
itself, we ' ll abandon the system. • 

Now, if White is right tha t if t here is an inward 
flow of gol d we ought t hen to decide on the merits 
of the situation what we do, then I say that is the 
time to decide whether we abandon this policy, not 
now and not when i t i s working •ell . 

And apparent ly the sole ob jective t here i s that you, 
as Secretary of the Treasury, shall do some inflation­
ary talk. Well, I say that is Just ~·hat i s not indi­
cated now. Nobody believes that you can cure this 
situation now by that sort of monetary dope, and 
that i s not wha t the sick horse needs . I ' d say it 
is unimportant except as an indicat i on of bow we 1re 
going to look for help; as t hat , it is very important, 
because a s I see i t personally it is looking forward in 
absolut ely the wrong direction, as wrong as you can 
find . 

Xou reel, then, it is an important indication of 
the .... 

If it works . How the public takes it, I don' t know. 
If there is a statement which is along the lines or 
your statement, then i t would be import ant. Then 
the public would say, "The Secretary still thinks 
tha t he's got monetary t ricks i n his bag that he can 
use without touching on the fundamental issues in t he 
situation which will correct the situation.• And I 
say you have not got the monetary tricks and if you 
think you have you are on the downward path to a 
crash. 

If what? 

If you think you have monetary t ricks in your bag 
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which Will solve the present situation, I say 
in my opinion - and I say it soberly after a 
week' s hard thinking -you are altogether wrong. 

Dr. Ooldenweiser . 

Please. 

This isn't monetary. 

(Goldenweiser comes in) 

Good morning, Yr. Secretary . 

Ho" are you? 
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Do you (Eccles) want to explain what we are talking 
about? 

Yes, I can. Do you went me to take the time? 

Well , yes, so that •• • • 

Well , the Secretary was ha ving a conference with 
these men here and he a sked me to come over. I 
didn't know of the conference . I thought I was 
going to meet him. The thought in having me here 
was tha t it would possibly f acilitate matters or 
save time. Now, the thing that they are discussing 
i s the gold question. There is en outflow of gold 
at this time, and at the time the statement was 
made, when t he policy of sterilization was adopted, 
it was stated by the Secretary that the proceeds 
from the gold outflow would be used to retire the 
d~bt that was crea ted for the purpose of steriliza­
tion. 

You mean last December? 

That's right . 

The I(Uestion now is, should they announce a discon­
tinuance of the sterilization policy? That's one 
of the questions. Another question i s - well , I 
don't know that you raised that one yet; that was 
the questi on of desterilizing either al.l or a portion 
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of the gold now in the sterilization fund by the 
retirement of Government obligations - the discon­
tinuance of bills of 50 million a week and the 
retirement of such maturities, I suppose, as would 
come due in the near tuture. I mean that ' s the • • • • • 

That's the picture . 

Now, I•ve expressed IIIYSelf briefly on the first 
point and Dr . Vlhite has also expressed himself, 
and Mr. Viner . 

Viner unalterably opposed. 

Well, I agree with Viner a hundr ed per cent. 

Onalterably opposed to discontinuing it now, is that 
it? 

Be can make his statement again. 

Ylhat is it, Jack? 

Well, you see, at the present t i me the sterilization 
program works to release - I mean gold is flowing 
out, not in, at the moment. The question under con­
sideration is whether we should choose this time to 
say tha t if the flow of gold r everses itself and it 
begins to come in again, we Will not then sterilize. 

I say it obviously has no immediate direct effect, 
it is a statement as to policy in the fUture , it is 
mode at this time f or some purpose . The purpose 
presumably will be stated that this is intended to 
indicate that we are not going to take any control 
measures or deflationary measures until future cir­
cumstances may indicate that they are necessary. 
And I say that that means we are using it now - it 
is trivial in itself at the present time, its aign1-
ficance is only as indicating a direction which the 
Government is taktng tor meeting wha t is in my 
opinion a very serious situation. 

And then I say tha t os a sign of the line of policy 
to be taken to meet the situation, it is as wrong 
as it could possibly be, because it is the wrong 
direction; it looks again for monetary devices, 

• 
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monetsry manipulations and operations, as a means 
or dealing with a fundamental maladJus tment in the 
economic situation, a maladJustment of tbe sort 
which isn' t monet ary at all . 

But you say tbat the qu.estion is t bat or announcing 
now that you ere not going to - that the whole 
sterilization program in effect will be abandoned, 
and a t a time when that is not in i tself going to 
release any funds . 

Tbat 1 s right . 

Golde n.: >iel l , I haven ' t thought about tbat particular thing. 
~~ _can't- I don ' t see the- may I ask what the purpose 

of that would be at this stage? 

H.M. Jr: 

White: 

H. !tl. . Jr : 

Viner: 

H.M. Jr: 

Viner: 

White: 

••ell, let White - I mean l et White state his position 
again. 

I take it this is all in tbe nature of discussion. 
I ' m going to take your (H.M.Jr) position, because my 
personal position is that tha t in i tself would not 
be sufficient; but on the basis of that alone •••• 

'Nell, why not go through that and state the whole 
position for yourself e nd for Haas? Give him the 
whole works . 

For Ooldenweiser . 

I mean he's t alking - he can talk f or himself and for 
Haas, saying what their position is on this whole 
gold question, for the benefit of Dr. Goldenweiser. 

I ' m - I'd like to hear i t too. 

Well, the only change with respect to what has already 
been stated is tbat we feel tha t the announcement or 
a cessation of tbe policy of sterilizati on until 
further notice, in the usual terms, should be coupled 
with a stat ement that it i s intended to use a portion 
of the gold which i s now in the inactive fund, such 
portion as r emains there after any outflow will take 
place, for the purpose of t aking up the bills which 
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are maturing weekly - some large concentr a tion in 
December, so that probably until the remainder of 
the yeaT it amounts to 900 million dollars , leaving 
the further policy t o be sta ted later as to what 
shal l be done next year, whether that shall be con­
tinued . And t he more gold tha t flows out, the less 
necessary does i t become t o resort to this, because 
the outflow of gold accomplishes the same purpose. 

Certainly it does . 

In part it does not substitute, a nd it is not a 
substitute, for wha t we conceive to be the most 
impor t&nt effect of an announcement, namely the 
psychological effect . And I think the f ac t that 
Vi ner pointed out is true , tha t the importance does 
not lie 1n the mechanical e ffects, i t does not l ie 
in the f act tha t you are increasing reserves and 
ther eby having certa in consequences mechanically; 
it lies in the realm of psychological eff ect on the 
business community. I t is an a nnouncement t hat the 
Administra tion has taken cognizance of the recession 
a nd it 1s about to initia te a poli cy of taking such 
action a s in i ts opinion will help the s ituation. 

And one of the first and moderate steps is t he 
reintroduction of a - shall we say a more easy 
money policy . To call that manipulati on is a 
little bit unfair, because it i s only doing the 
reverse or what we di d when we initia ted the policy . 
It wasn ' t called manipulation then; it was protect­
ing our domestic economy . 

I didn't mean that manipula tions wer e necessarily 
wrong . Wha t I think I s a i d was t hat to g ive the 
public the indication that we think t hat by manipula­
tions of t he moneta ry structure we can cure this s itua­
tion, is a wrong pr ocedure . 

Well, t didn ' t t hink •• . • 

I believe in monet ary manipula tions a t the r ight time, 
and 1n t he right direction, and connected w1 th the 
other items in t he policy . I' m not an opponent of 
manipula tions. 
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I don 1 t think, and I didn ' t think that it is 
expected on all hands, that this move will create 
miracles or will stop the recession. We merely 
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feel that it is a bullish step, that psychologically 
it may be interpreted - may well be interpreted 

As an effort to cure a situati on by ••• • 

Excuse me, Marriner. Do you (Lochhead) want to 
check on the f oreign exchange thing? 

I was just looking a t this. Sterling is four 
ninety-nine and· f ive-eighths, and fra ncs are up to 
.0340. 

Pardon me? 

Francs are .0340 and sterling is four ninety-nine 
and five-eighths. And incidentally, they also say 
tha t there's been an increase in the price of gold 
in the London market since the opening . This i sn't 
official, but they claim it works out $35 .10 in the 
open ma rket. 

Go out and t alk to Knoke, a nd then I ' ll come out and 
talk to you a minute. 

(Lochhead goes out) 

I don't t hink that this implies that the Administra­
tion feels that the recession can be cured by monetary 
means . It merely is i n the position where it has 
t o take whatever means - a ll the means that it thinks 
have reasonable possibilities for success and will 
contribute toward a turn of the trend. And I think 
t hat ' s the issue. I think Jake stated it very clearly. 
If y ou believe that at this time an indication that 
the Administration i s going to pursue - he called it 
a n inflationary policy • •• • 

Easy money policy, a ll right. 

I call it easy money policy. • ••• at this time -
if y ou feel t hat this is bad , then the step is bad . 
If, however, one f eels that Will help to contribute 
t o make the business men believe that action will be 
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t aken, t ha t we may be going into a period in which 
the immediate trend of prices will be checked -
downwar d trend - a nd will be upward, and if you 
feel tha t the business community responds to the 
expectation of easy money volley,. which is followed 
by rising prices, etc ., t hen I t hink the move is a 
good one, and it must be evaluated on that basis . 
If, however, you a r e opposed to the Government taking 
any a c tion which would indicate to the business com­
munity t hat they are going t o abandon the policy or 
rigi d - I don ' t like to use an ad jective ; it ' s bad -
deflationary thinking, obviously you won't be in f avor 
of it. But we ' re i n f a vor of it because we think it 
will introduce a note of hope for rising prices , a 
hope for easy money, a hope for 

Tha t's one or the t roubles now; you' ve got prices too 
high, in certain fields . 

It isn't a question of level or prices; it's a 
question or which way t hey 're moving . I agr ee with 
you that some pri ces are t oo high. But I agree with 
Jake tha t we can ' t expect miracles from it. 

Well , I ' m no t willing to agree; you may get a 
miracle out of tha t sort of a statement. 

You may g et a mir acle in reverse. 

In r e ver se. 

It reminds me of the s ituation with two boys out 
in t he boat and t hey discovered tha t the anchor 
di dn ' t have a~ chain on it. •Well,• they said, 
"we ' ll turn i t over anyhow; it might do some good ." 

Well, it' s like all analogies . It sounds good in 
i tself, but it doesn ' t bear on the point et issue . 
We 're not turning the boat over, • e • re not out a t 
sea . We ' re merely announci ng a reversal of a 
policy which has been in operation and has been 
a ccompanied by - •~te won 1 t say "caused" - has been 
accompanied by increasing recession. 

You•r e indicating tha t the policy, then, is r espon­
sible t or t he recession, and th er efore you' re 
r eversing t he policy , 
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No, no, I s t udi ously avoided saying 1t was the 
cause. We won' t go i nto that . I merely say 
i t was accompanied by •• •• 
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But it seems to me that you're t r ying to accomplJ.sh 
thi s through what would tend to be an infla tionar y 
gesture, on the a ssumption that the cause is a lack 
of sufficient easy money a nd ther efore the r ecessi on 
has been brought about by that r eason. 

Well , I t hink you yourself took a similar posi t i on 
a shor t time ago when you were considering i ncr easing 
reserve r equirements . The discussion was center ed 
around a ques t ion as to whether t ha t move would hel p 
to check risi ng prices, would help to give you control 
over a situation which may be runnJ.ng away . In other 
words, the discussions, the pros a.nd the cons, rested 
upon wha t the effect would be of a reduction 1n 
reserves . I f you thought it had no effect, I can 't 
quite see why all tha t discussi on took place or why 
it was such an important move a t t he time. It was 
obviously because you felt that t he r eduction in 
excess r eserves would have some effect if you t ook 
it. Exactly. For t he very same reason, we want t o 
investi gat e ••••• 

or course, I don 't want to discuss this, because­
but I issued a statement; if you will look a t i t , 
you will s ee very d efini te1y that the action taken 
was not with the idea of restraining the use of 
credit. I t was - there was not hizg to tha t effect 
said. It was not with t he idea of putting on t he 
brakes. I t was merely wi th the i dea of ta.king up 
some slack, a nd you ' ve still got some slack . 

Why 'f Why could.n ' t you have waited t o .. .. 

Is tha t history a metter f or discussion now? The 
situation that we are f acing is a s i tuation i n 
November, 1937 . 

Exactly. Except that in t he analys i s of e situation, 
one f requently a nd unfortunately has t o resort to 
his t orical pr ecedents in order t o br i ng out a poi nt . 

I know, b ut supposing t he policy was wrong i n lllar ch, 
1937. 
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Well , I don't wish - I mean I IVouldn' t spea.k of that 
agai n. I mer ely r aised it as an indication •• .• 

I don't know whet her it is my turn or not . 

It is. 

Last night af t er I went home from the Treasury, 
before the dinner, why, I thought I would - I saw 
certain points which would be brought up, and so 
I wrote them down on the back of an envelope . 
There's only a few tha t apply to th.is particular 
subject, and I 1'd just like to make ~eyself perfectly 
clear. 

Go ahead and read . 

"There is no credit stringency . If one develops 
we can take appropria te measures. An outward gold 
movement has started . The entire mechanism which 
has been created during the past two years was 
i ntended to insulate our domestic credit s tructure 
agains t the bad effects of a withdr awal which we 
hoped would take place . I do not t hink we should 
desterilize a l arge block of gold. I don't think 
we should pay off our bill ms turities by desterilizing 
enough gold to meet these ma turiti es, as it is probable 
tha t t he natural outward movement will take care of 
~uite a proportion of these requirements and have the 
same effect as formal action. " 

Is that 611 you got? Is that all? 

That is on this subject. 

Oh. 

The other isn ' t very long. 

Go ahead . I thought I saw more than one page . 

Well, I picked out the pieces that directly applied 
t o this subject. 

Go on, read the whole memorandum. 
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llay I ask one question to clear up the last 
sentence . "Would have the saae effect" - what 
do you mean, tbe saae effect on the budget? 
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On the cash balance position. And you could use 
those proceeds or not to do wb.at you wanted to as 
far as your financing went . I don ' t think we OU8ht 
to retire bills. 

But gold going out isn't going - if gold is going 
out and you meet it out of the sterilized gold ••••• 

That's the only pla ce we can get it. 

That's all right, I'm Just trying to get clear - it 
isn1 t going to have the same erfect as thoU&h you 
were meeting maturities out of it, is it? 

Well, it won' t have tbe same effect but it will put 
you in the same position, rou see, so that you will 
retire public debt. I don t think it OU&ht to be 
bills . 

To the extent t hat it does. 

Yes. 

I see. 

It doesn't become excess reserves, but it r etires 
bills. If youretire bills and it doesn't go out, 
then of course you have increased your ••• •• 

In other words, I think we ought to stay put on 
December 22. 

The dit't'erence I want to make is that it doesn ' t -
does reduce your public debt, but it does not 
increase your reserve position. That's the distinc­
tion . Now, excuse me, go ahead • 

. 
Say tllat again please . 

I mean, Mr . Secretary, that if all you d~ is meet 
gold exports out or your sterilized gold, end retire 
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that proport ion of Treasury bil ls, the excess 
reserves of the member banks will not change; 
whereas, if you adopt a policy of paying oft all 
the bills that mature out of your sterilized gold, 
then your excess reserves will increase unless the 
gold movement assumes proportions that no one can 
possibly expect. 

You (Taylor) -want to read the rest, or isn't that 
pertinent? 

The rest of it isn' t pertinent to this particular 
discussion. 

Way I take a look at it . 

Yes. (Hands papers to Secretary) . That's the 
cable, and that fits - that ' s simply part of the 
text, you see. 

Excuse me a minute . (Reads) 

Do you have any reaction to this discussion, Mr. 
R1mmelblau, or is this • • •• 

On the first proposal that you are discussing, I 
raise no point. On the second, I have an idea 
I mentioned, but I don 1 t know what the e ftect on 
business would be, if these technical things take 
place; that's beyond me. 

You don't know. Well , let me ask you this, because 
that ' s why I ' d like to have you in here: talking i n 
very general terms, supposing we do something about 
gold, and the average business man just knows 
Washington is doing something about gold, see? 

Be a question of the motive. 

Pardon me? 

Be the question of tne motive - why you ' re doing it . 

Well , I mean what a t this Juncture would his reaction 
be , good or bad? Do you think we 1 re doing something 
to help him or hurt him? 
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Depends on who picks up the argument and uses i t . 
In other words, your publicist would pick it up 
and say it's ei ther good or bad, and the business 
man would believe his particular favorite publici st. 

Well , what do you think? 

Well, frankly , I don ' t know much about the effect 
of gold movements. That ' s beyond me . 

And this discussion this morning hasn' t made it any 
clearer . 

As to the - the only effect, if you want to move a 
bit beyond the question which is Point Number Two -
I think if the effect of this action is to reduce 
the total debt even temporarily, that would b.ave a 
very f avor able effect psycb.ologically . 

Well, of course, if gold goes out, and it is going 
out under tb.e announcement we have, remeaber, 
we automatically reduce our debt. 

And I think that would have a very favorable effect . 
Now, the question that you are postulating is whether 
or no t you should do nothing, or just let it go out, 
and then later on say you won' t sterilize any mor e, 
or whether you should say somethtng more . It's all 
new t o me. I hadn ' t heard of it, frankly. I just 
don ' t quite clear my own mind on it. 

Let me ask you this, which you do know. What do you 
hear from your clients this past week a s to their 
business? 

Poor. 

Poorer? 

Yes, business is poor, has been poorer; in other words, 
it has been falling off. 

You didn ' t tell me that a week ago . 

You asked me what happened this last week. 

I ' m very definit e. 
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During this past week it siMply has been falling 
ott . In other words, simply -I would say a 
more intense feeling of being out in the dark and 
not knowing which way to turn. 

You may be interested 1n ~is, by the way, that 
soMe sort of r etail conference, I guess the big 
department stor es, Bimmelblau, has been going on 
in Chicago . 

Chain s tores primari ly. 

111 

And General Wood spoke to a small group in confi dence 
and said that in the past ten days t heir orders have 
been slumping badly, even from the farm - their f ar m 
orders - so t hat t he slump has reached the farm. 

I got a letter from Wood yesterday, inasmuch as you 
ha ve mentioned this now, so tha t he apparently - he 
wrote the letter confidenti a lly - but he said that 
during the past t wo weeks, which were t he l as t .two 
weeks of October, tha t their total volume of sales 
was 15 percent less tha.n the saMe peri od a year ago. 

Rummel of the • acy Brothers - oh, excuse me - another 
bit of evidence: Rummel of the Uacy Brothers made a 
statement t o a group two or three days a go in w!licb 
he said that t hei r sales a t Macy 1 s held up until two 
weeks ago, and then bega n t o drop r ather sharply. 

Well, that checks . 

I ' d like to point out a difference, a fundamental 
difference, in the oppositi on that I think ought to 
be called to your at t ention. On t he one hand we 
have one view indicating that the thing wil l have a 
lot of effect , bad or good, but i t bas the potenti al­
ities of being a substantial effect. I take tha t to 
be Viner ' s view. 

I t may , yes. It ' s a psychological question. 

l'lbereas one mus t put against that the view that it 
will ha ve no effect, and therefore opposing it . 

Well, that ' s - there' s another view. 
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Well, the effect •••• 

I see almost no possibilities of its having a good 
effect . I 1m assuming that that's the proposal and 
that it is not part of a general picture. I ' d 
certainly say that the Oovernment program ought to 
be one which includes assurance to the public that 
we are going to maintain easy money, say, as part 
of our general program. 

Have you heard from any source that there was any 
intent that they wouldn't maintain easy 1noney? 

Well , you 1 ve got all the people in the room here 
responsible for it. 

Well, I thought the general impression was that that 
policy is being maintained. I've never heard anything 
to the contrary until this morning . 

I 1m surely on record enough on that score, and there 
is no indication or feeling tha t there is any inten­
tion to do other than that , And everybody knows 
that, comparatively speaking , money is the most 
available thing there is today, People want to 
know what to do with their money , It isn' t a question 
of a l ack of it. The great trouble is idle balances 
and banks w1th idle reserves t ha t they just don• t 
know what to do with • 

• Vell , to answer you (Himmelblau), the people who 
advocate this feel that it is a certain move which 
they made down here to stop this rise in prices, see? 
And one of the moves which they blame for it is this 
gold sterilization policy, again quoting them, and 
they feel that if we announce the discontinuance of 
t hat, that would be a n indication that Washington 
felt that the deflation of prices has gone far enough. 

That we ought to have a further rise, that would mean. 
That would mean higher building costs, certainly not 
lower, if it had the effect that it is desired to have, 
It would mean the railroads would be in the saae boat, 
be less able to buy. Bottlenecks that exist would 
exist to a greater extent. You wouldn ' t be dealing 
with the fundaaental problems at all . 
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Tha t's what they s ai d in 130, ' 31 - "Pri ces were too 
high. When they get down low enough, people will 
begin doing work. " And you' ve heard - a grea t many 
said - you can go back to it, if I may use a his­
tori cal episode - ther e were a very great many 
economists who s aid, "The ad jus tment i s t a.king pl ace. 
We 1re on t he way down. When things go low enough, 
the trend will turn. n 

1 1m not arguing that . 

No, no, I ' m • • • • 

I ' m not s aying that it will pick up of ~tself. I 
think i t requires positive action . And I •m cer tairULy 
not i n sympa thy at all wi th what was done in ' 31 . 
But I think the action has to get down and deal more 
with the causes of the thing r a ther than deal with 
matters tha t a r e not t he causes . And i t seems to me 
the monetary is the one thing that ha s had least to 
do with the situat ion that ha s developed . 

The fact r emains i n the minds of the public a nd in the 
minds of the world , beginning With the Pr esident - I 
mea n a number of s tatements tha t were made by hi.m and 
other people t hat prices wer e too high, and from that 
time on prices have gone down . 

Star ted really bef or e that. In the wholesale prices 
in London t ha t broke before that . 

Well , I t hink t hey broke right after a st a tement came 
out of the White House . I think that they started 
to break right then. But anyway , we ' r e dealing with 
a s t ate of mind. I mean it's - and there ' s no indi­
cation- this has nothing to do wit h •••.• 

Of course, t hat sta tement s houldn't have been made 
in that way, and t here i s never a situation in which 
a ll prices are too high. 

May I just - and I say again, the people tha t advocate 
it say there is no indication from Washington t hat 
they feel t ha t prices now are low enough. Now let 
me go ba ck - af ter all, right or wrong, Mr . Roosevelt 
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started out this whole quest ion; be ' s always been 
talking of pri ces, thct he wanted prices to r each 
tha t level and tha t stabi lity so that a Man could 
sell his goods and pay off his debt s at approximately 
the pr ice a t which he contracted them. He sent that 
as a message to London in ' JJ , 

But merely a ction of this sort doesn't increase 
prices of products, such as the agricultural 
products, where there Are t he surpluses. 

VI ell - but Marr iner , I again say that nobody her e 
has said tha t the present price level hos dropped 
t o a point wher e we think it is l ow enough, and 
every day it1 s Just going a little lower. 

I don 't think that a statement of it would correct 
that . 

One of the things tha t t hey blame for the falling off 
in pri ces, right or wrong, is the gold sterilization 
policy . And I again preface my remar k - I haven ' t 
crossed t his br i dge. This i s simpl y i n the argumenta­
tive st age, you see , and I 1m asking and listening and 
asking more people to come down. Because this t hing 
ha s been advocated by such important people tha t it 
Just can't be brushed asi de; I mean people out s i de of 
the Treasury who are of first importance in ability 
&nd r espectability . 

What do you say, Goldenweiser? 

No, I was Just listening . 

No, I mean nothing has been settled . But I t hink 
when a t hing of this kind is recommended by peopl e 
of that nature - I meon you Just can't - ~ Job, 
I t ake it, is to listen, ~eigh them, and ma.ke up my 
mind . That ' s what I ' m trying to do today and tomorrow. 

You want t o make a decis i on tomorrow, ~r . Secretary? 

I want t o make up my mind tomorrow if I should do 
anything over the week-end . I might deci de to do 
nothing over t he week-end ond then let it run another 
week, you see . I mean • • • • 
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Sure, you never can say way in advance . 

And I 1m perfectly frank in saying that I ' m approach­
ing this thing at this particular ttme - not trying 
to cure fundamentals. To use an example, l abor - I ' m 
not thinking of that for the moment. I'm Just trying 
to think, wha t can we do to indicate to the public 
something which will convince them that we are con­
scious of the f act of what is going on. Now, the only 
public sta tement that's been made by anybody down 
here is a statement by Roper that everything ' s lovely . 

That ' s ridiculous. 

You go through the press and see if there is any 
person in any position of responsibility who has 
let business kno·• tba t we know that the thing is 
dropping out from under our feet every single minute . 
I mean I haven't seen any statement, have you, Vr • •• • • 

No. 

I haven ' t seen any statement by any person of 
responsibility that we realize that business con­
ditions are as bad as they are . 

There is the Department of Agriculture release on the 
forecast of their economists as to the trend of 
business. 

Yes, there is·that- their statement about a recession. 

\'/ell, that just came out. 

That came out day before yesterday. 

Yes , but Wallace didn't put his name to it. 

He never does . That ' s the B. A. E. •hat comes out of 
t he B.JI. E. 

The summary of business conditions that we issued 
recently s bows an unfavorable trend. There isn't 
much interpretation, but •• •• • 

You mean the index dropped . 
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Not Dnly the index of production, but every single • • •• 

Every single element i~ it. 

All the way through. 

But you avoid any interpretation. 

That particular thing doesn't interpret it; Just states 
it. 

Well, I was thinking i .n terms of individuals, Mr. 
Goldenweiser. 

High officials, yes. 

Kr. Lubin got out a sta tement showing that the trend 
of l abor was off, didn't he? ~he same day Miss 
Perkins tried to take it and make it look good, if I 
remember correctly . I was thinking in terms of indivi­
duals. 

This thing has reached a s ituation where a statement 
by anybody, it seems to me - except the President 
himself, in which he shows a recognition of the trend 
and undertakes to correct it by having some positive 
program - is all lost. ~nd I think that the fewer 
statements the better, and that he should - Congress 
is meeting here; there's his opportunity, it seems 
to me, to go before Congress with a message that not 
only r ecognizes exactly what the situation is, as 
he sees it, the causes for it, but what ought to be 
done about it . Now, that - then you can rally 
support; you've got a program, you intend to do 
something. If the statement is accepted f avorably, 
it can do some good. But any of the rest of us making 
statements - it Just doesn ' t - I don ' t think it has the 
effect . 

Well, we can't argue on that - I mean comparing 
anybody else ' s statement to the President's . 

Jake, would you mind stating - I mean you've made 
several times the statement that this doesn' t go 
to the root of the matter, the fundamentals. Would 
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you mind stating what you think ar e t he funda­
mentals? 
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'Nell, as I see the s ituati on, i t is this . I have 
some notions as to what s t arted the downwar d trend, 
but I don ' t t hink the monetary policy bad much, i f 
anything, to do with it. I feel myself that what 
started the downward trend was the upward trend in 
prices and the feeling of busi ness that the trend 
was going to cont inue, and the fact t hat they 
over-bought , and the result was that orders s t opped 
coming in, they realized that they bad over-bought, 
and they began checking up . I think you can g et an 
adequate explanation of the first stages of this 
decline in terms of the purchasing agents ' discussions 
a s reported in the newspapers at thei r various meeti ngs . 
They discovered about March or April that l ast fall and 
early this spring they had generally over-ordered i n 
a nticipation of higher prices , and they bad commitments 
outstanding larger than they would need for a long 
time unless busi ness kept on rising at a quite rapid 
rate . 

Since then, what has happened has been - s ee , I t bought 
we were going to have not a depression, - a reverse -
what do you say for a slight • • • • 

Recession • 

• • • • a summer recession. My forecast was for that . 
I was wrong . And 1 was wrong, I think, now, examining 
that and talking to people - the mistake was that I 
had underestimated, didn ' t know t he tull e xtent of the 
commi tments t hat were outst anding . 

Backlog of orders. 

And business kept on going this summer on orders which 
were going into inventories, so that therefore that 
postponed the r ecession f or three or four mont hs . 

Then the next thing is, why is the recessi on taki ng 
the nosedive, because I just heard a busi ness executive 
say t hat this is going downhill faster than on any 
previous occasion, that it has spread f rom - the lags 
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a r e all being shortened; I mean it started at 
the usual place, but tbe lags are all short and the 
r a te ot intensification i s more r apid. 

And what is the nosedive? Well , when business psy­
chology points that way, they use all the unfavorable 
terms they can pick up in the situation to Justify 
their pessimism, and they ' ve got plenty of them now. 
There i s this underlying fear of government policy 
which was existent even when business seemed to be 
in a healthy condition; there is this emotional ele­
ment which, when they have borderline decisions to 
make - the f ac t that tbey resent the policy ot the 
government helps them to make the decision: inaction 
and liquidation, etc. 

And that the fundamentals are that our recovery was 
mainly a consumers • goods and retooling recovery. 
It didn' t become a capital goods recovery and a 
housing recovery. 

I think that this was the first time that, in so 
many year s of recovery, we didn 1 t get back to the 
pre-depression normal; we have not yet bad full 
recovery, and tha t that is unprecedented . And that 
the explanation there is that the Government has 
established these bottlenecks of various sorts, some 
of them legislative, some of them atmospheric; and 
that the persons who control funds, who are relatively 
a few thousand persons in the community, don' t feel 
that they have any security, they don't see a prospect 
of profit, they are not convinced that the Government 
wants them to have any prospect of profit; and that, 
with the sick spiral that you have now, unless some 
of those ideas of theirs can be got ten out , of their 
mind, there is no need for this spiral to be any 
less intensive than the 130, 1 31, or ' J2 . 

Now, there are certain things that can be done, and 
t here ... •. 

Well, Just tick them off . What are the things that 
we can do? Tnat the Government can do. Government. 

Well , I think the only constructive approach to the 
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problem i s the one that Vr . Eccles has suggested, 
for the President t o state what his policy is now 
in the light of this situation and how he intends to 
implement it, and if that is the policy which is right 
tha t may cure the situation. 

11ell, what is the right policy for him to follow? 

Well , I 1d say he's got to' remove the bottlenecks 
which he has est ablished or has permitted to become 
est ablished. One of t hem is the too r apid rise of 
costs in t orms of prices , in t erms of higher l abor 
costs . Now, you may say that politically that is 
f a tal for him. I 1m not - I mean if you say the right 
things can' t be done, tnen I throw-iiit'.IIIY hands . 

Another one is the utilities, who are attacked from 
two si des . One of them is the TVA thing, which tells 
them tha t the Government plans with a ridiculous 
pretense of a yardstick to establish Government-owned 
enterprises wherever i t wants to, and is going to do 
it on a larger scale regardless of what conditions 
may be . l!ell , how could the Board of Directors of 
a utility company pr opose to anybody tba t t hey sink 
more money into an enterprise that f aces the uncer­
tainties t bey do? The other one is the holding com­
pany thing, in which I think the utilities are t o 
blame themselves . But there is a bottleneck there, 
and perhaps it is possible to overcome it by more 
vigorous initiative on our part. 

Another one is the housing situation. And, as I 
have said since 19.34 and kept on saying, the notion 
the t you can get a housing revival when the housing -
the ingredients of housing are monopoly-controlled 
products with high prices, with Government encourage­
ment - and our $20 a day l abor providing a commodity 
for $20 a week consumers; you can 't do that. The 
housing problem has never been faced squarely since 
19.34 . The Government has evaded it and evaded it . 
And he'd have to deal with that. 

I haven ' t seen Jake a t al~. 

No, no. 
inter im 
in this 

Le t me ask Jake one question. In this 
- I •d like very much to have you s t ate this -
interim • • ••. Let ' s say the President did say 
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the thlllgs you t .b.ink be should say . Do you believe 
that i.n the interim period, next few months, until 
those things can catch on, we should increase 
spending? 

I say you should certainly not do anything until , 
those things are said . 

I mean do you believe we should increase the spending? 

No, no, I 1 m not through. I'd say also the tax 
structure - I haven ' t sai d enythlllg about the t ax 
structure. 

Oh, I know how you feel about that . 

On this spending, wha t you mean is that these things -
some of these things have got to be said, something 1 s 
got to be done with reference to t he housing, end 
then, but do you think tha t you should reduce spending 
tempororily or tht t you should increase it in connec­
tion with a •.... 

In connection with a statement of a reorientation 
of policy of that sort . I would also make the 
statement t hat the Government, in the meantime, 
intends to do whPt it can until business has time 
to make its plans, etc. , to keep things going as 
fully a s they ca n. 

I ' d also s ay one other concret e move, as part of a 
program. Again I am going beck to 19.34· I would ••..• 

Let me interrupt you. 

I would reduce the contributions on Social Security 
wi thout affecting the budget by reducing the reserves 
s.et up. 

Would you change the speed of spending as it is right 
now? 

As a single step I would not . 

No, es part • .••• 
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I mean aside from a reorientation of policy, anything 
which looks in the direction of unbalancing t he 
budget furt her ••• • 

No, as a pert of the whole thing . 

Yes, I say budget-balancing becomes less i mportant. 
I ' d put a top on expenditures, then I ' d l et r evenues 
take cere of themselves, if at the same time there 
w;,re an announcement of a r eorientation of poli cy with 
respect t o private business; in other words, that 
bus iness should fe el we ere not trying to get out of 
this depression by Government spending, but by malting 
it possible for priva te business to expand and t ake 
its place, and perhaps for a short int erim peri od . 
easing t he process along by increasing the spending -
as po rt of£ year ' s prpgram; i n other wor ds, doing it 
now and not doing it next spring . But short of tha t, 
l must say , I ' d say almost anything you' d do, in my 
opinion, would be ~Tong, if it isn' t tha t. 

Be in a worse situation next year t han you are now; 
if you get a shot in the arm t hr ough a n inflationary 
s care, it would go right up and ••.• • 

It mightn ' t even go up . 

Kight not even go up. 

And if it did go up, it would be a little balloon 
which would come down f aster tban it went up . 

Let's say for argument we 1 re spending 150 mil l ion 
dollars a month emergency money r igb t now - exact ly 
whut we spent l as t month. 

I ' d say the only increased spendi ng I ' d Justify 
right now is by Barry Hopkins . 

It' s quick . 

Not only b eceuse it 1 s quick, but 1 t ..-ould also relieve 
human distress . 

I meero looking at it purely from an economi c standpoint, 
that would be an effective, quick f low of funds • 

•• 
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You'd have that whether you wanted that or not . 

Therefore recognize it. 
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Don't be scared about that. But don ' t try t o 
speed it up. That ' s sometntng you kno~ we're going 
to do . Don't s ay, "We can' t afford thst , " because 
Chri s t knows we're going to do it anyhow . But don 't 
take any action which would encourage that. 

The only way you can t alk about a balanced budget is 
first to stop a r ecessi on . The balanced budget of 
' 39 i s dependent entirely on the stopping of this 
recession now. 

Our whole t ax structure is based on busi ness activity 
and business profits . 

And I'd point out something else with respect to the 
f i scal year 1938 estimates, that even if the corpora­
tions break even in the last quarter of this year, so 
that, as far a s thut i s concerned, they retain the 
profits they have earned in the l ast nine months, 
t hey're going to have big inventory losses to write 
off December 31, so that our estimates for t his year 
are likely to be off. 

I wasn't fer off- spent 145 million dollars emergency 
expenditures last month. 

How much,did you collect on Social Security, though 
that isn t fi gured a s r evenue? 

• 
No, no, I'm Just t alking about emergeDCY expenditures . 

But that- oh, I see, yes . That doesn ' t mean t he •• •• 

That ' s not the net . 

Doesn't it mean the .. .. 
The r ate a t which the billion and a half is spent. 

or course, the carry-over , the whole thing - Agricul­
ture, War, Civilian Conservation, Public Works, Works 
l'r ogr ess . 

l:io>< does that compare with a year ago? 
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September - October, 145. September a year ago, 
we spent 253 . 

And a year ago you had the bonus effect. 

V/ell, that was pretty well gone by then, l&arriner. 

September? 

Vi ell, they had the money . 

Well - oh, I ' m t alking about out of the Treasury . 

The money was paid out mostly in June , but it 
couldn ' t have been spent until the summer, and 500 
millions of it, if I remember right, wa s out after 
June 30 . 

Ur . Secretary, I came i n here this way and l i stened to 
see what the subjects - what t he main positions were . 
I am prepar ed to state, if you wish, how it l ooks to 
me. 

I wish you would, please . 

As far a s the economic Lnalysis is concerned, I agr ee 
absolutely w1 th Viner . I think it is exactly the 
same way that I look a t it - and the reasons for the 
situation and the remedies as he mentioned the=, too . 
So that there is no di fference of opini on on that . 

On t he more s pecific question that you spoke of, ebout 
the gold, a t this time , as near a s I can ~nk of it 
in a hurry, I would - I cun see no pa rticular point 
in announcing t he discontinuance of your policy at 
this exact st age, when the policy is no longer result­
ing in increasing your debt and when t he gold movement 
i s not inward. You a r e having an outward movement of 
gold, and it probably is not going to get reversed for 
some little time now. So I don' t s ee that it is a 
very opportune ti.me, or an effecti ve t ime, to discon­
tinue your policy. It might be taken that you are using 
sterilization a t the time when gold might have been 
inflationary and you stop using it when it ceases to 
be inflationary . It might be misinterpreted as though 
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you were going to play the deflationary game on 
both ends . So that by itself I can see no 
particular - it doesn't seem to me this is an 
opportune time for announcing it . 

I do think t his: as between this date of November 
dth, or whatever it is, and the - November 6th -
1 don't know wha t date it is - and the end of the 
year, it is necessary to carry out wi th complete 
good faith and in a generous interpretation the 
policy that was announced on September 12th, of 
seeing to it that there is no shrinkage in reserves 
from now until the end of the year. Now, the Treasury 
has taken c are of three hundred mi l lions of it, and 
the 4uestion is, between now and the end of the year, 
either the Treasury or the Federal Reserve System has 
got to supply the additional reserves. And I would 
not be very meticulous about being sure that we don't 
supply too much, because this is not the time when 
t hat i s going to do any harm. And so mY proposal 
woula be that the Federal Reserve System now proceed 
immedia tely to buy some securities so as to anticipate 
the coming December demand for funds , and to see to 
it that the reserve picture never goes below - much 
below a billion dollars . It is likely to go down to 
about 800 million dol l ars , but it may not go that 
low, because the currency - one of the indica tions 
of our r ecession is that the currency demand is 
much smaller than anticipated and it may be thab the 
reserves won't go down below 900 million dollars . 
But I would be in favor of action either by the 
Treasury or by the System to b~ Governments bet ween 
now and the end of the year , a nd my own preference 
would be, in order to carry out the arrangement, tha t 
the action from now on .be purchases by the System. 

As f ar as gold is concerned, I do t hink that an 
inflationary announcement in the gold field i s likely 
to have bad psychological effects rather than good 
ones, because I think that people would interpret it 
as meaning that we still have too much faith in the 
monetary remedies, tbat we are s till - that we are 
misreading the situation, and that there i s less 
reason for confidence that we ore go.ing - that the 
System is going to !unction uninterrupted and 
unintert'ered with, than there will be if you say 
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nothing about it at this stage. I haven't 
organized my thoughts very well, but that ' s about 
the way it l ooks to me at the moment. 

I'd like to raise a question. The President has 
made quite a number of statements with reference 
to the budget pi cture and t he 700 million deficit 
for this year, with a balanced budget next year, 
which has of course been given a good deal of pub­
licity. It's a commitment. 

It seems to me that - and there is some disagreement, 
no doubt, on this point - that the 700 million dollar 
deficit is not a deficit in the same sense that it 
would be-rt Lt wasn ' t for the Social Security not 
being included as revenue-producing - if the Social 
Security was considered a r evenue-producing operation. 
This is what I mean, that in this fiscal year ' J8 the 
Government wil l have taken out of the community in 
money about 400 million i .n excess of what it puts back 
into the colllllluni ty. In other words, so far as the 
public is concerned, there will be a r eduction in the 
amount of Government debt held by them . The reduction 
will be very largely in the amount of Government debt 
held by the banks, because the retirement will be 
in bills and notes, if you could carry through on the 
schedule. And then the Treasury would issue to the 
Social Security fund the three percent - what is it, 
three percent bonds ; it' s three, isn' t it? 

Two and a hal f and three. Two different kinds . 

Yes. So that so far as the effect on the econo~ 
is concerned, it is deflationary to the extent of 
400 million, even though we say that we nave a 
deficit of 700 million. Now, it seems t o me that it 
isn't fair to have the Government put in the posi tion 
where they ' ve got the deficit, which in the minds of 
a lot of people means that they are really spendi ng 
700 million more than they a-e taking in, whereas they 
are actually spending 400 million less than they are 
taking in when you take into account t hese funds . And 
the monetary effect is exactly the same, so f ar as the 
community buying power is concerned, as it would be if 
t hose were any other kind of taxes. It's 400 million 
dollars deflationary. 
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Tha t's committed for the next fiscal year . 

For this year . 

I mean ending 138 . . . 
That ' s r ight . Now, for the next fiscal ye~r, ~e 
figure tha t we haven ' t got a balanced budget until 
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we nave actually r etired from the public over a 
billion dollars of outstanding Government debt. Now, 
t ha t is - that would be defla tionary t o the extent 
of a billi on dollars. hnd unless you have priva te 
credit expanding by fully tha t amount or more - it 
s hould be more- then it isn' t wi se to retire that 
amount, whether for Social Security or whether f or 
cancel lati on, so far as the community - the effect 
on the community - is concerned . I mention that 
beca use it is a big factor, it seems to me, ln these 
considerations here and what the Pres ident might have 
t o say wi th r eference to the budget picture. 

Now, I menti oned something to you yesterday, Henry, 
on the desterili zation of gold in the fund for the 
purpose of taking care of deficits to the extent t ha t 
you don't have to change the budget picture. In other 
wor ds , if you should t ake f ive hundred million or a 
billion of the gold in the des t erilized - in the 
sterilized fund for the purpose of providing Hopkins 
with funds, or for the purpose of taking c are of funds 
tha t Wallace. might get through your agricultural pro­
gram here for the support of the corn and wheat and 
prices - to keep those from going down. To have to 
go out and borrow money - i t would increa se the public 
debt; it wouldn 1 t l ook good . 

Well, !.larrit•<:!', the way t he thing is going now, if it 
keeps up this way for a l ittle ~bile, we won ' t need 
any new money - I mean we 're selling it so f ast. I 
mean the figures that we have made - ne won ' t need 
a ny money in December . 

Is this - yes, I know, but i f - wha t I am thinking 

of is ...... 

It' s the same t hing if it didn ' t happen. 
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I f the Presi dent should go before Congress and 
say, "Now, we ' re not ~oing -we're going to balance 
this human budget; we ve got these people out of 
employment and we want to give assurance that while 
private spending is diminishing, we can't diminish 
public expenditures at the su e time, and during this 
interim period, why, we a r e going to meet this r equir e­
ment t o the extent that we have to increase what 
Hopkins - what we may need for relief and to the 
extent tha t we may need for this corn program . But 
we have borrowed a billion and a half approximately 
and we have increased the debt by that amount and 
we have gold tha t is being carried against i t . We 
can desterilize a portion of that gold, get those 
funds , without further expanding the debt." I'm 
t hinking of it from a public standpoint . Now, see 
wha t r eaction some of t hese men here have on it. 

Well, if you don• t mind, I 1d like to stop now. I 
know ~hat you•ve got; I don ' t want to stop you, and 
if you want t o go into Taylor 's room &nd talk it 
over .... 

All r ight, I'll do that. 

But I've just got to stop; I mean you're more than 
generous t o give me all t he time you have, but I 
didn' t allow enough. 

There i s nothing - tber e 1 s nothing else importaat 
right no~. 

I don't know whether you want t o continue it in 
Taylor's r oom. Now, that ' s up to you. 

I'd like to do that. I t alked t o you yesterday. 

I would like Viner to stay to t alk about a personal 
matter, if you would . 
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INTP OP'PI<:a COMMUNICATION 

..... IIO'naber 5, lti:Sf 

•o T~ S.oretary 

,_ llr. '1'o7lo r 

~ butlineea o-.u ty ud tho now capital •rkot a.re ln a ata te 

ot atasnatlon, lt not panic. '!'here are t!IMe -1n r eaeona tor thh 

oltuatlon: 

1 . 'l'he7 are dhturbed b7 what ther oonolder to be tho lack ~ 

a poa1t1~ attitude on the labor problea. 

2. Tbe7 do not lllte tbo proaont tax atructure , ln particular tho 

un41atr1buted protUa tax, and the capl tal plna tax ln thal r preaont tol'll. 

:s. 'l'he7 do not thlnlt that tho GoTel"Dl!!ent baa tho counge to 

curtail ouba141oa and what they conalder unnecoaaary expen41 turu; a1l4 

they tear that at tbo t l rat algma ot a r ecoaalon tho Atminlatratloa will 

resume nceoal.,.. spending or atart monkeying w1 th tho dollar. I.Uber 

mon would •an the beg1DD1ng ot the end ln t belr lllinda, ud the pr1nt1nc 

preu would be juet a.round t ho corner. 

In ottoot we baTe a repotltlon to~ aa yet, m1uor degree ot 

t he French situation. IIQalu .. and capl tal ban toJIPOrarllJ loat een-

t1donco ln too uon rnment; untll thla cont14enoo 1a rutored no purolr 

.,netary or credit m?e will be ettoot1Te. I rater rou to tbe cable of 

October 30t h, l'fo. 15411 , section .2, ~1z1ng tho ruolutlona pa .. o4 

by t he Ba41oal &oclalla ta. They applJ with equal ettoot1Toneaa here. 

Tho Radloal Soc1al1ota ln France c~are to moderate l ett groqp ln thlo 

OOUiltry ; ln ot~r wordo, tho ... Deal. 
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lib8t can the Treasury do? Then ia no credit etringenc:y, 1t 

one dnelopa we can take appropriate •easurea. An out.ward sold •o.,•­

• ent bas started. The entin -ecbani .. which baa been created durina 

~ 123 

the past two years wae intended to insulate our domestic credit atrllCitiU'e 

against tba bad effects of s withdrawal which we hoped would talce plece. 

If we are facing an unbalanced bud.get in any ease, l et ua te.Jce 

the risk of unbalancing it b:y ebenging cur tex structure; in other 

words , let'& see 1t buaineaa w1ll aalce tbe expenditures. If tbey do 

our tex reeeipte wi.ll aut0118t1cally increase; 1t the:y don 't, •e w1ll 

have to borrow and go through the whole proceca of 1933-1937, provided 

it will work again, and it probebl:y won't because we have educated the 

public to know wha t the moves mean. 

I do not think tbat we should deaterilize a large block or 

gold. I do not think tbat we should p11:y ott our bill lllituritiea b:y 

doater1U:r;1na enough gold to Met these u turitiea as it i a probable 

that the natural outward movHOant w1ll take care of quite a portion of 

these require~~ente and have the sa11o effect as formal action. I do 

think :you should lllllke :your speech about &a 1e • 
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Bello. 

Here ' s Kr . Farley . 

Bello. 

• 

Bow' s the situation? 

Bello, Jim? 

Yes, are you tree to talk? 

Yes, I can listen. 

Wovember 6, 1937 
11: 0) • ••• 

Bow' s the situation this morning? An:! better? 

Well, I was with him f or an hour and a quarter. 

Yes. 

And - much better. 

Well, that's fine. 

Yes. 

I think that tha t •as extremely helpful yesterday . 
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I think so; I think it may be a turning point, Jim. 

Yes. Well , it' s highly essential that - frankly, 
that - I think that we ought to sort of have another 
check-up next Friday on it. You know what I mean. 

I know. And what I did this morning was - you see, 
I'm speaking in New York on the night of November 
lOt h . 

Yes. 

On spending . 

Yes . 

And on taxes. 
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Yes . 

And I've got a very s tl'ong speech. 

Yes . 

And by God he okayed it. 

I see . Well, t hat's all right . 

I. hat? 

That's all r ight . 

See? 
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That 's all l'ight, but it's highly • •• Now, I'm going 
to make a statement hel'e and I don't want you to 
even comment on i t one way or the other . 

Yes . 

It ' s just the same thing to you. 

Yes sil' . 

But I'm fearful at times that he gets somewhat of 
the wrong slant fr om people who want to ingratiate 
themselves with nim and don't lay the cards right 
on the table. 

Well, you're just a thousand percent right, Jim. 

See? Now, God knows I •ve never done thet, but I've 
never butted in much in fields where I have no right 
to be in . 

Yes . 

But I felt that the time has a rrived t o speak out in 
court . 

Well ••. 
Of course, between you and me, we don't get very much 
help in there, you know. 
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I know we don1 t. 

See? 

-)-
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ADd we sit around for a couple of hours and it' s 
pretty.much wasted . 

Yes, but there isn't - you don' t get mucb help 
from your associates in there . 

No . 

And I think it' s because of fear . They just - t hey 
just - they're afraid t o speak out. 

Well 

I t 1 s unfortunate, but that ' s true . 

Yes. Well , I had t o get under his skin, didn't I? 

Yes, you did . 

What? 

Uf course I had to use that word "stubborn" because 
that ' s just what t he boys use , you know. 

I know . 

I don' t .mow whether he liked it or not, but I gave 
it to him .... 

Well, he was in a very good hucor this morning. 

He was, huh? 

Very. And •. •• 

Well, I think - frankly , I think tha t he saw the 
sincerity of everybody. 

And I was with him for an hour and a quarter on this 
speech, and he - the only thing he looked - be never 
referred to what happened there except to say t hat 
he - the things which were brought out there , see? -

Yes. 
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- and the things which were necessary to do - he told 
t hat t o Roy Howard and bis twelve editors who were 
with him last night. Now, isn't that interesting? 

He told that to them? 

He told them that- "Here are the things ·· · " -he 
said, ni told them what are the tbings ,wbich are 
necessary to be done which were brought out in 
Cabinet yesterday." 

That's very interesting. 

What? 

That's very interes t i ng . 

I thought it was mos t encouraging. That's the only 
reference be made, and I was with him from 9:15 to 
9 . . - to 10 : 30 • 

That 's very inter esting . Well, all right. I'/ ell , 
thanks a l ot . I wa s Just sort of checking up. 

.Yell, Jim, I can't tell you how much I appreciate 
the backing you gave me yesterday . 

Well , hell , you were t elling the truth. I always 
stand for a fellow when I think he's telling the 
truth. I 'd have disagreed with you just as quickly 
if I'd thought you wer e saying the wrong thing from 
my point of view. 

\'/ell, I - I certainly appreciate the backing you 
gave me . 

O.K., sir . 

Thank you very much. 
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INTa:R O~C.& C::ONNUNICATION 

To ltr. llorc•U... 

l'oow J.. LocbhMA 

On J'ridq, Jo••lMr 5, the Swhe JaUOIIal Balik at Berne cabled to 

the Federal a .. u..e Balik of ._ York aD4 requ .. ted that the ftd.,.al a .. ..-.. 

Balik parchaae for the aecllllllt of the SWhe JaUo11al Balik $6 ,coo ,000 «Old at 

$35 per 01111e1, plua 1/41/o chars••• debitill« the accGUDt of the Slrill JaUOIIal 

Balik, Znrich, 011 their bocb 1Jl p&,711Dt. J. fllrth8r cable recehed ~~ ... 

clq inatrueted the J'ederal a ........ Banll: to parehue an ad.41t1oDal $5,000,000 

1Jl !Old 1Jl ~~ 1-1 MIIDIJ'. JO refereDCI WU 111&41 in thlll cablll U to 

wheth.,. or not th111 tranaaetlone were c ... du.eted UDder the tripartite ~­

ment, and although the J'ederal aeune Balik ba4 recehed $6,000,000 for the 

cre41t of the !lorhe Jatloul Balik the 4q prniocuo, 1t wu fowl4 that the11 

tunAl were •ere~ a trce,fer ITem the Sri .. kUOIIal Banll:'• own aec"""'t with 

the JatioDal Clt7 Bank of Jew York. The !'ederal aeaene Balik, under our i,._ 

etrucUone, cabled to the Sri .. JaUonal Banll:, Berne, point111f: 011t that 1t 

the purchaae of gol4 eich th17 requ .. ted wu under the t..,., of the tripartite 

J.«reeent, it wou.ld be neeeaearr to ehow that the dollar• eo acquired were 

the renlt of .., uehazl«e tranaaetion, and the atrlea palled thrO'Qg)l the 

SpeCial J.eCClWlt of the SWhe Balik which bed be• eet up ,.. the booka of the 

!'ederal a .. ene Banll: for that parpoll and in eonformlt7 ri th the procedure 

acreed to b7 the Swiu JaUo:aal Balik at the tiae ther had adhered t o the 

t ripartite ~eeent. It waa pouted out that aDT eale of cold other u.... 

under the tripartite ~-eDt eOilld onl7 be llla4e under a epeclel ltcen .. 

obtained thr""«h the trea1Ul7 Department. 

'l'odq, the SWill BatioDal Banll:, Berne, informed the !'ederal aee~~r•e 

Balik, '117 cable, that th17 ba4 be• obliged to parchaae approximahlT 

$21 ,000,000 on Jo••b~~r 5 ln order to etablllse the SW1ee dollar rate ln 

their market. fheae tunda are to be recehed liT the ftd~~ral a .. .,...,. Balik Oil 

Jo••ber 8, eel are to be cleared through the proper aecOilDt . fhq r equHted 

that a parchaae of $11,000,000 of gold be made aD4 earaerl<e4 for their &eCCIQllt 

under tha t-e of the tripartite ~·••t and etated that thq would inform 

ua on llondq u to their uchallf:• tranaaetione todq eel WOilld at that tial 

ghe ua fllrther tnatruetione ,.. to gol4 eomereione ~t th .. e operaUou. 
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PRO!! COCHRA!I . 

GRAY 

Paris 

DatEd NovembEr 6 , 19~ 

Rtc 1d 9:04 a .m. 

Paris banks opEn this forenoon to compensatE for 

holido.y earlier 1:1 week , Featu!'Z o~ unt>ff icial trcding is 

continUE( 17~e.k:'.~ ss of dollar , t-nt Paris J.m£rican c~n!c 

bo~ht )170, 000 for French con~rol at 29, 41 3/8 Wid 

( Lazards d~.d probably a l arger c.:r.ount , Impr~ssion her:. is 

( 

that llethtrl ands control this morning bEgan st lllng florins 

and buyin~ sterlinG instead of dolldrs a~ htrctofor, , 

ProcEEdin£ to BasEl ton1&nt; rEt urning Tuesday 

morning . 

BULLI?r 

CSB 

~ 

~\ 
~') 

t. •' .. 
• •• .. . ' .., .. , ,. ,.; .- ; 

··" ..-
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GRAY 

London 

DatEd NovEmbEr 6, 1937 

REc 1 d 4:15 p ,m, 

F'lR TREASURY FROM Btrr'TEil'iiORTH , 

136 

--
~~dny' g ECJ~OMISr contnir.s ~analytical a~ticlE or thE 

Econe>::li.c o..ttloo'{ in AmErice. , pErt i llE!l:; Exc~rpts from llhich 

arE as follows 

( ",.t 111i .iawnmEr thEn thE pos i tion ;,c.s -:;.:1at c•U'rrnt 

conam.1ptio•1 wns hEalChy and flou.l'ishing but tha~ tbc 

cnpital goods ! ro:iustriEs was st ~ ll fl"Y!"14g, hindrrEd by a 

dormant nEw issut markEt *** stE t:l ac t ivl t.l.ts which .,ns 

rtducEd by thE strikE in t'ay nEvEr rully rEcovErEd anei has 

bEEn dEclining rapidly sincE April , Thus thE capital goods 

i ndustr iES wtrE not only in thE morE vuln~ rablE position 

EarliEr 1n thE yEar but thEy havE in ract startEd thE down­

wc~d movEmEnt , ThErE can bE no onE EXplanation ror this 

changE in trEnd , Par t of thE rEsponsibility can bE upon thE 

dEnrEssing El"fEcts in thE bond markEt of thE FEdEral REsErvE'& 

policy of raising thE rEsErvE rEquirEmEnts of thE banks , 

This undoubtEdly put a stop to thE incipiEnt rEvival i n thE 

( nEw issuEs markEt . SimultanEously thE hEavy tax on 

undist ributEd 
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undistributEd profits madE it morE difficult to financE 

capital EXtEnsions out of progrt ss . In somE industriEs 

notably t hE ra i l ways and buildi ng, rising labor costs 

137 

tith Er dirEctly instigatEd or at lEast EncouragEd by GovErn­

mEnt action prEvEntEd EXpEnditurE on capital goods . And 

finally thE Ef.fort madE 1n o/ashington to balancE tht budgEt. 

SE VE r Ely r Eduotd tht GovErnmEnt ' s ovm EXpEnditurE on capital 

goods . I t migl.t al~otost havE bnn a <-.on::c:rtEd progrru:s t o 

d1scourag< capjtal invEstmEnt . 

ThE dEclit,E in thE volum<: r. f nEw bur..l.nEss for thE 

hEav< inc'1.:>tr!c:s naturally rEactEd en tho: st~cl' : xt:he.ng:: . 

'.:Ecurity >ricEs had risEn lEss l'atlidl:; thE.n cc.:·porP• • .:.on 

profits sincE thE bc.ttom of thE slump. But thr lEv•l of 

rricES was not in this sEnsE ~~o hi&.; !t SEE~s to bt truE 

that t hE rEgulatory action of thE last .fEw yEars has mad~ 

thE markEt vEry vulnErablE to sElling prEssurE . Com~ara~ivE ­

ly small salEs producEd drastic rE<i'.:-: tio~;,, in quotrd pricEe, 

Sharp falls in sEcurity pricEs t urntd itldustrial htsitation 

into pEssimism and pEssinusm into an alarm. Psychology 

thErEupon affEctEd thE confid EncE of businEssmEn throughout 

thE country . Not only that; EVEry individual and corporation 

whosE c rtdit dEptndEd upon stock ExchangE collatEral .found 

his borrowing powtr r EducEd, &s always dE.flation in onE 

part of thE systEm sprtads~o othErs" . 
At"ttr 
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AftEr Emphasizing that t his is not 1929 , that 

!undn~Entally the position is much lEss unsound, consumers ' 

purchasing power bEing wEl l maintainEd and capital goods 

b Eing undEr rathEr than ovEr suppliEd, thE article concludEs 

with thE following rEcommEndations : "ThE difficulty sEEms 

to liE in thE main in thE nExus of financE and confidencE 

which links thE nEEd for capital EquipmEnt with thE 

industriEs whiuh ar E r Eady t o :~uppl7 it . It i~ a d.raightEn·· 

1ng out of oirrtuation not a c.stor t ion of st~ucturE . It 

follc.v-s that t:te main linE of remEdial ar.i:ion should bE 

a direct att empt to rEmovE th~ obs'tructin.s to act:vity in 

thE capical goc-.ls industriEs . · hErE ar~ =Y ~orms ~1hich 

( this action ooula takE , all of which arE familiar to th• 

nuthorit iEs at Washington and coul d l·E appliEd if thE 

dEciaion on policy wErE takEn . Something has bEEn donE to 

rEvErsE thE dEprEssion influencEs in thE bond market anc 

t o !.mpro·,;: thE ttthnical position of thF <J tock marlc~t . 

' I uch could be done to lower thE cost of C<lpi tal construction 

and t o raisE thE margin of i ncomE of oom£ industriE s notably 

the railroads which arE at prEsEnt unablE to afford rEEquip­

~Ent thEy rEquirE . Much could also bE donE by thE adjustment 

of taxes which at prEsEnt discriminatEd against capital 

ExoznditurE . If, in curing the recEssion of 1937, policiEs 
\ 

wErE adopted which l Ed t O c.~ hpEtttion of thE wild Expansion 

of 1929 thE nEt rEsult would cert ainly bE morE harmful t han 

( bEnEfic ial . ThE supr EmE. tas~ of thE AmErican authoritiEs is 

to avoi d a ll extremism 1n polioy. 

srs :o:a BINGIIAio! 
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lellUI .. ,1aae4 111l411' Otfll' ...,, he ftae4, D4 be 
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I eellet llro do l ... '' J.Oe,a .... I nlunt M lata 

.. "• ot ••••"•• 1, ... _. .... .,.. •• • •Wtnto bh ••-' rolt 
lll ... t laM IP..,_al 1014 111-t A-· IPMlal rolt IIU&t lo 

1 a• ... I -.'•••ee, \bat •• ot .... t• •• .,..,.al rol.t 
aeuat1 •• tlaat ot \be..,, ..... u..u....., \lao nur ot "­

lo\bul_.• a.~t. ul-. ..,Uod \bat uah •• aU• wu 01noe\, 

..: that uah .,u._. ... ot • tupo~ aatuo 11114 bd M& .... aeooo-

1117 " •• tan .... , ....... .u .. u • .... wld.oll ... hl1 ot rolcl, 

H41U.,.. plUOI' •••••• la4 tol' \bat ..... 1\ ..U 110,000,000 •nil 

at ro14 \o 1.-hule .. a 1-*J tbat 1p..,_al ro14 ••• t I •• \bo 
bull'• aeuut, .,..,.alrol4 .... t A ua.t ot \bo ..... 1 ..._._. 

4e 1-. •• \old b1a \bat l 11111114 lllcl b1a a Ollllo tutab\ "'ens.. 
•r • ._.. •• , .. •• to tba anuo ot ua ... t• a,..Sal roU ao- · 

-•• •• a*lalld.a M ...nm t1o •• tbat ro14 bolclJ.a uuul I 
waa tho PNP-'J' ot tbo I.U.U'l&cll ll.at &d \bet .. \lail'cl PaRT bot 

& let.,.... 1a ito I •lalaeA tNt It WI 1 .... 1117 r.r u tlo aloar 

., tbh polat ....... ot • U•••• haet \o •• 'r \1M,,......,. 
o.,..-.., 1a lllaf.tla wa1 laOirpol'ltod • llallu p...tlll• w uae ot-

'"' tbat rolt ""'"' I!F •• tor •••n b....nu •n 11o uao ,,...._ 
ot uao Sa .. lta\Ua r.• .-. .. lllaettt .... 01m1n wu ....... I attet 

U..t 1a •• •• •-• _. a MU.•, ot tllltll M ..Ut Mto" 1-. rn 
• .. ,, be Wlllcl tiM a et•hr el&M ••• .....alae ot tol .. 
•• , ...... u .... , .............. Ill ........... , ... ,, ... 
•• 1a ...... •• Millet .. a.e~a• ... .,. " ._ um..tuoa s.a 
••&IIW:'II .. pU ,._ ... alII& t I .. ltldal II t A. Regraded Unclassified
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'bla =1F w:ltb au .... •• Mt.-1 .... .,. lbe laa1h17 at lbe ,.,.. • .,. 
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.. a ....... w.r• • un• *le -.a •• w "" • ant•• 
••• wttb de''an tlslllT aft ..... I _,..at_. \Ul • *-ld lie·~ 
"-'" te ., ..... fe• 1dll f.a \lata Ultr-' 1111 tf.aa be ... , .. •• .... •• 
I added tut I taiMIIPlt .. -.ld P"beii1J', ,.,. .. lei, laM a .... deal 
ot lold nd t?lat Wlilk., .......... Te1'7 u,, wu it. de ,.., 
~ ... lellld .......... ..... , ... M Ullt' w ......... 
fMUIII ...... .....a1F "-1• .. laM pU. 

I .... ..,_ .... Pt11 IUKt ................ f.a t?aiPea 
.... II'UIUJ ldlll u ...... MU• ........... , ... ,.. Pl11 ... 
-.. I ,_...... en ... •• r&eld • t•n•l'7 M111 .. Jft&U..U,. 
•• • -., •• Mel ... Ml"lll .0111 ,. _. •• ldlla 
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FEDERAL RESERVE B A N K 

OF NEW YORK 

CORRESPONDENCE DATF Joyee, .. 1, lllf. 

SUBJ ECT• f&IPBOII CO'!"'ITIOI mB 

'''1 01 W!t,q 

Ill'. loltoa oallH a\ l11U tod.a7. tho aarkft ha4 b .. 

niT aoUn aSAoo tho op..sq, ho n14. 'fhOT he4 ao far tu• 

tn,ooo,ooo (tlt,ooo,ooo f~ tho Cseohoalcwakiaaa). I MlltiODM 

that 11AH 1014 prS.ooa 1A I..-. u4 ... Yol'k nre aow 1D lao, I 

a110ed thOT WR14 b .. SA oaJ'Ul'tdDc hft'o. loltoe rtplled thOT 414 

DOt wllh M OUIIU'k a -':-' of 1014 11Dl.OII th07 felt that thil ~--t 

••• coiBc 

117 twr or fS:n •UUu dollar• t0D11ht u4 th• lhlp a r .. ulltOD 

to Loll40D SA or4u to cet tho Lcm4oc ul'ket 1Ato 1hapo u4 •able 

t h• bettor to OODti'Ol cold. thoro. Bo alao had a RftiZII fH11q 

that 1t wal4 haYo a aaluta17 effeet to IH cold IIO'tiq tn. ... Yol'k 
t o Lond on 

to LcmdoD or to Pan1. Such lh1~•t/WOill4 bo puralT OlQIII'iaatalJ 

at u7 rate, 1t ,,_e4 to th• tho acw••t had coao far aou&ht •• 

p~aloal lhlpaat-1 alaht well b,elp to oorreet tho a1tua\10D. I 1111-

,.ned that what ha4 I'OallT happaH w&l DO-H thaD ha4 beOil .,_ 

peotH. I alao ••tloaed that tho Pr•oh had Ju•t aued •• to mtp 

to th• oa 1Jedlao"-T OD tho Jonau41o tlo, ooo,ooo or t hetr cold, Wbllh, 

I thoqht, lllolald haYO a YOI7 11bole ... e .Uoet. D11ftii1DC toUT' I 

earket SA dfta11, BoltOD Aid tha\ ho ha4 aot b .. able to t1A4 a 

traoe or 1eu he of dollar• free Loa'- but tha\ \ho 'lllllk had bo• 

tor aeOOWlt of hlt10l'lOD41 Boll01l41 Belci• ODd C•tnl .. rop,_ 

oout1'1e1. ' ' •101, the la••r had aoted IIOH tllidlT Ua.- other 

COUDtr1el, llllt, SA all of th•, \hOJ'O WUO a 1004 1181' boldft'l of 

4ollar• t1ao cot tho w1A4 •P· I alllro4 wb-'1111' ho OR14 tell •• •T­
thiDa aM\at tho oalo1 111:r C...Uilcrftlli• IIUODal hall, bd lloltoa 
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CORRESPONDENCE DATE Jft"W f, lffto 
S U BJ E CT • t'&IPBO .. OOiniUII. mB 

----------AM~~~~L----­• I • 

r.,u .. ~., all ho ... wu ~- fnpo ha4 oall .. h1a 011 \bo hle­
pboao a4 oftere4 h1a \ho .. uua tdlloh ho ha4 '*• J'11h' • ..., bHaae, 
B4or \ho prwan1nl aukn ooa4U1•a, ho 414 .n ,.., \hCIIl \o \hl'OW 
~ach lUI• ub • ~· autrn. !hue w b .. DO \1ao tor h1a too 

I •* •lilT "'•-'1••· 
Be 1a~r .. 111bfthor \he hlaa ha4 .... 8D7\hl.llc buo 8114 I 

tol4 h1a \ha\ n ha4 • la,urtq rooo1Ye4 a requon •o oaJII&Itl: ,..,I'I'OW 
abola' tll,ooo,ooo. I aho ••UCIIle4 \he' C~el hat I•'* eall .. ae 
•• n:r •h•• be h .. M111h' 1'11 0001 000 1a \ho farla auta:•• \oCq. lol\CIIl, 

I \hnlb\, aue 1\ .Uh a polD' -. ln •• lmo• tbd, •• tar •• \her 
wore MDteme4, ~olr pollq waa \o \17 •' ke., tbo aan_. lJl 10M 

orter a4 the' ,h.,. 414 no\ '*' ach lD•ven 1D lilT pu\laalu ner11q-
4ollu rah. I uae4 \hla opponllllity to HPM' •h•• we ~4 be •UnlT 
•• 'bolr 41IIJOI&l 1t • 11a7 Uao, ,h.,. wate4 •• •• operah tor ~ollr 
&OOGU' lJl 'hla aulrft aftU LCIIldea 'ftl eloao4. 

ll ~ I I . 

L.:aiiC 
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l:ashington. 

703, NovEtlbEr 8 , 7 p , m, 

ORAY 

London 

' ... 145 

Dattd NovEmbEr 8 1 1937 

Rt c 1d 4 p . m. 

!';)R TFEAs·n:y FROM BUTTER;OPTH . 

ThE a tErl !ng dollar ratE has movEd durin? rEctnt 

d~.ys r bout on£ ntrcEnt and as always whEn it is subjtct 

i n a bri£! ptriod to any such fluctu~:~tion quEstions ani\ 

crit ici 3ms bEe,~ n t o appEar ~s to t hE workings and tfficac~ 

of thE tr~parti tE agrEEmEnt . This ~s pErhaps accEntuatEd 

ty rEason of t hE fact that although thE city and thE publ~z 

gEnErally associatE t hE tripartitE agrEEmEnt with stabil~ty, 

in thE casE of thE franc it hao bEEn morE honorEd in thE 

brEach t han in th£ obsErvancE . 

This has playEd a paTt in thE prtssurE on thE dollar 

toda~ augmEnttd by ptrsistEnt rumors from thE continEnt 

rEgard1n- devaluation and by a technical factor, viz that 

almost a l l foreign Exchange dEalErs wErE long of dollars 

and 7dxn t hE dollar wEakEnEd fur thEr today many of thEm wErE 

forc ed to swi tch. Although thE salt s of dollars in London 

wE r t not 
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PB - 2- No , 703, NovEmbEr 8 , 7 p.m. f r om London 

WErE not as grtat as in Paris, nEvtrthElEss tht prEsSurE 

was very hEavy, sElling cominc from many parts of thE con­

tinEnt and this country , On thE other hand if and when any 

indication is forthcoming that gold will or is bEing shipped 

f rom the UnitEd St atts a r apid revErsal is to bE Exptottd , 

ThE uncErtainty in thE Exchange position is said to 

havE ~laycd a uart in thE abru~t d EclinE in commodity ~r1~Es 

toeav, moot of tht mttals for examplE making nEw rEcEnt laws , 

r.ikEwisE , thE London s t ock ExchangE was very weak , The 

dtc~.int i n co.mmodit1Es is having an important psychological 

tfftct h~rt: it 1s accEntuatinG decidedly thE feEling of 

uncErtainty and at the sam£ timE is bringing homE thE im­

p :rtancE of AmErican dEvElopocnts on this country, 

ThtrE art a ftw bankers in the city who sEE in the 

prEsEnt dollar sttrling and gold movtmcnts an indication 

that thE authoritiES of t hE two countriEs arE advErtently 

or inadvertently taking upon t hEmsElves thE rEsponsibility 

or handling the major adju~tmEnt movements bEtweEn thE two 

countriEs rather than merely attempting to iron out minor 

EXC~~E fluctuations , They nrE awarE that on£ rEsult woul~ 

bE that forEign Exchange dealErs who have heretofore relied 

on thEir 09positE numbers in other count ries for balancing 

opErations 
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RR - 3- No . 703, NovEmbEr 8, 7 p . m. from London 

opcr~tions would 2ncrEa~ 1ngly hav£ to dEfEnd in th£ir 
(of?) 

importancE dEalings ~ th£ authori tiEs in' thEi r own 

oountr·•. I ncidEntally I should think that SiEpmann would 

b£ nwnrE of nny such trEnd and would bE willing (as an 

individual) quiEtly to fostEr it . 

CSB 

BINGHAJt 

'., I • '\ :'1 ' • c ,I I ~ ~ 

.. 
' 
......... -· - •• • 
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PAIW'BIWII OF 'fi:LIDWl RIOJ:ITID 

J'llOih Aaerioaa l:llbassy, Parh, France 

DATI:& loY .. ber 8, 1937, ~p.m. 

10.; 1~73 

rat TRtiSURT. 

The dollar has been offere4 on a luge scale here 

today with the result tbat the rate has fallen to around 

39.3~. Our market omtaot inforaa us that the tund baa 

been able to retrieYe very substantial amounta of both 

sterling and dollars. Thia contact states that well o•er 

ten aillion dollars haYe been puroba.ae4 by the Oh&ee alll1 

Iational Oity together. It ia our understanding, also, that 

before ll o1 oloolc this morning the British control pur­

chase.! at least t1s,ooo,ooo. The sterling rate ia now 

around 147 .oe. 
Various reasons are put forward to explain the flight 

fro• the dol lar. Among the moat outatanding may be men­

tioned the impreaaion that the American GoYernaent might 

eventually be led to reduce the present gold Yalue of the 

dollar, t he decline in buaine11 in the United Statu and the 

unsettled international 
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RB - 2- No . 1573, NovEI!IbEr 8 , 5 p .m. 1'rom Paris 

int Erna tional situation . 

T~E SECurity markEt was dEprESSEd and priCES WErE 

l owEr :111 around including rtntts . (END GRAY) 

NPL 

RGC 

BULL ITT 

'{I 

' .. • .. r 
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IIDialANDI»J OF Tim DAY' S ACTIVITIES 

Noftlllber g, 1937 

To: Sooretary Korgentb&u 

lolr • l*lgill 

The CO!llllittee spent the day clisouselng the tex on oepitel 
geins . It waa decided tenta t1Tely that protita on the sale or 
property held for one )'8ar or lese should be tamd in the -
•Y ae ordinary inoome. This b the preeent eobmla . The Coaaittu 
&lao incllnee to the rtaw tb&t a taxpayer should be permitted to 
oarry-onr net loaMa fra:o the sale or capital. asseta for one year 
and to deduct them trcn any capital. pine tor the eubsequent yaar. 

Tha COCIIIi ttea baa reached no conclusion aa to the 11111thod 
or taxing capital. gains . The general inclination i s to proTide 
some rate or tax lower than the present tor the benefit or taxpayers 
with large incomes . I han been holdill8 out against any method or 
treatment wbiob ia more beneficial to tsxpayara with large inoCIMa 
than to ta.xpay&ra with small incomes . I think the chances are that 
the Calllllittee will arrhe at so:ne oonolualon within a day or two . 
Thereafter the Caaittee will probebly wish to proceed with a dis­
cussion or the undistributed profits tax. 

The CCDIIittee is ..,etlng regularly frCllll ten to twelft ud 
trca. two to four each day . This plan orse tea eerloua problalU t or 
ua since the Coaalttee obTlously 1111Dta 11111 to take the inltiatlft 
in present1118 the material and reoQiliD8ndll.tions; and, of oouree , tblt 
11111terial has to be prepared at night . 

The COIIIIIJ.ttea• s attitude is entirely trlendly. and oooperetlft. 
Thay are all anxious to han 11.1 show them 80018 •Y ln which tbey can 
reduce enryonet a taxae and still get the ~~- amount or money • 
haft been reoairtng heretofore . 
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November 8 . 1937 - 11 a . m. 

H. M.Jr: Kr. Lochhead tells me that we are going to get 
off a shipment of your silver . 

Lochhead: The Central Bank in Shanghai instructed the 
Central Bank in London to ship 10 million ounces 
of silver. We looked up the steamers and it 
will probably be leaving on the President 
Roosevelt on the 16th. 

Amb: Dr . Kung is anxious to dispose of more of his 
silver and would like to get your help again -
whether you could take another lot this week. 

B. M.Jr: I would not want to take it on t his boat . I 
do not want to take more than 10 million ounces 
at .a time . I will t ake another 10 million ounces 
on a boat which follows the Roosevelt . I am will­
i ng to say to you now that I will buy a second 
10 million ounces of silver at 45¢ - same terms -
but it would have to come over on anothe~ boat 
or I will t ake it this week if it comes from the 
Pacific side. 

Amb: Dr. Kung wants me to express his great thanks 
to you. 

H. r.! .Jr: I am interested in the 19 airplanes that sa.iled 
from Ph11adelph1a on Friday on an English boat. 
Does that boat go dll'ectly to China? 

Amb: It goes via the Suez Canal. 

. 151 
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November 8 . 1937 . 

At l unch with the President he said, "I want to put a 
flea in your ear, Have you ever stopped to consider that Fascism 
is winning out in t his world and that Democracies are gradually 
becoming weaker?" He said, "Take it in Brazil, for instance, 
as the situation gets worse the President of Brazil turns towards 

Fascism and the Army because h.:. bas seen that EB.scism in Germany 
has been a success - as it has been in Italy. n He said, "In 
no country was l a bor stronger than it was in Genuany but Hitler 
tells l abor in Germany about how long they should work and what 
their wages should be. " He said, "You can't deny that the new 
tri-partite agreement betVteen Ger~~~any, Italy and Japan, for the 
time being1 is going forward while the Democratic countries are 
all going backward" . 

Be said, "Take the situation in our own country" . 
He said, "Four or five people may get together and they'll talk 
this thing over and they ' ll simply say we have simply got to 
get our own man in Washington but there i s no use in trying to 
make them understand" . He said, •washington every so often 
says that they want business to make a profit and they believe 
in property rights but we don ' t believe tbemn. He said, "Now 
I don ' t say that 2,000 men have all got together and agreed to 
block us but I do say that 2£000 men have come to about the 
same conclusion." I said n agree with you on that but I 
can' t agree that any particular group have met somewhere and 
have decided to go on a sit-down strike" . "What I have got to 
think out" said the President, "is do we want to bold all of 
the form t~at we have got and continue to go forward or do the 
way Mr. Hoover did, call in groups and try to cure the particular 
situations one at a time?" 

Be said, "Now to-day I am meeting with Hopkins and 
a certain group of economists; tomorrow I am meeting with 
another group; Wednesday I IIlii meeting with Gerard Swope and 
some others on housing and Thursday w1 tb another group on 
public utilities" , I interrupted him to say, "Now, Kr. President, 
if you can't find anybody else in Washington to get this small 
housing progr am started promptly, I am willint to do i t" . I 
said, "Not that I am fe eling particularly well but i f you can' t 
find anybody else I am willing to t a.ke it on" . I said, "What I 
am talking about is building five or t en thousand houseils not 
to cost more than $51 000. apiece" . Be said, nWell I w1 want 
to talk to you about it about Thursday" , 

Be then continued this talk about what the chances 
were that the industrialists in this country would gradually 
let their thoughts crystalize that it was better to get their 
own man down here . Several times I said to the President, "Now 
is there anything behind what you're saying to me; have you 
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something on your mind that you ' re trying to get over to me? 
I am jus t not getting it". Be sud, "No, absolutely not, I 
have nothing in mind ot her than what I am telling you". 

I said, "Well I have tried to define the New Deal 
to my son, Henry , t he other day and, I said, my conception 
of ~hat you bad accompli shed in the five years was that the 

United States bad come through this terrific world turmoil 
and tha t the individual in this country still had t he right 
to think, t alk and worship as be wished" . The President sud, 
• And add to that the right to work". I said, "That' s my idea 
of what you have accomplished but, I sai d, 1f' you 're asking 
me l td say it i s f ar more important that you paint a big broad 
picture and maintain the true Democratic principles in this 
country than to thi.nk of any single individual problem" . 

I then sai d, •I don't know whether you are conscious 
of the fact, that when you're talking about them wanting to 
get their own man down her e , of the drive that ' s on me and 
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that they' re using Jones and Kennedy on account of our attitude 
on taxes". The President said, "I am perfectly aware and con­
scious of that and, he said, "that ' s what bothered me the other 
night so much about Magill" . He said, "Can ' t you get a pair of 
handcuffs with just one link between them and handcuff Magil l 
and Oliphant toget her?" He said, "Oliphant has got vision". 
He said, 111lagill only gave me little piddling things". He said1 
111 am worried about Magill" . At this particul ar st age, Jimmy 
Roosevelt came in. I said, "Now, Mr. President, you don ' t have 
to worry one minute about Kagill". I said, "Be • s absolutely 
loyal and, I said, I don ' t come and tell you everytime somebody 
wants to resi gn but, I said , i t took me three days to get Kagi ll 
back on his feet after you got through With him in Hyde Park" . 
The President di dn ' t l ike this . "And, I said, perfectly frankly, 
1f Magill r esigned to-day I think it i s almost impossible to 
replace him". Jimmy Roosevelt then spoke up. Be said, •Magill 
i s fine , I agree with Henry• . I said, "You tried to take in 
t hree hours six months work and you Just couldn1 t take it and, 
I s ai d, i t i s out of the question to expect Magill and Oliphant 
to work together". I s ai d, "I have bad trouble enough trying 
t o keep bot h or them happy w1 thout t rying to get them to work 
t ogether and, I said, i f you want Magi ll to be inspired, you 
certainly ought t o give us another session•. 

Be said, "Well how do I know what Magill is saying 
on the Bill" so I said •I am telling you that you don't have 
to worry about what Magill 1s saying on the Bill; that be is 
only saying up there What we have agreed on". 
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The President said, WWhy should I spend so much time 
on the details of the taxes• and l said, nWell you took up an 
awtul lot of time arguing about details the other night.• 

Be handed me a report that Roper gave lUll. Be said, 
W!ow look at that • a lot of generalities". Be sai d , •Bow can 
I get anything out of that•? 

I dontt exactly know what the President was trying 
to get over. I suppose he was trying to give me a pi cture 
of how he felt and possibly frighten me a little bit ~ waving 
t beF.ascist flag before me . I know this wasn't necessary. 
On the other hand, when he got all through and done rtiY reaction 
was that he i s fighting like a co~t·q lkon; that he does not 
want to be tamed and still, on the other l!lmd1 he does not know 
where he can put his strength at this partiCUJ.ar juncture t o 
bring about recovery. 

Ot course, the !ikscist governments are going ahead 
and it is most vitally important that t his country shouldn' t 
have an industrial slump because it gives the enertiY of true 
liberalism an opportunity to crack down on us as the most 
important Democracy and point with pride to our f ailure. 
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TREASURY DEPARTMENT 

DATI NOV 8 1937 

To Secretar,y Moraentbau 

"""" Be.-n OUpb&nt 

lor your 1ntor¥:t.10A 

Spent part of Saturday afternoon with a slll&l.l ,roup Jao.Jcaon 

has working on the revision of the Shenaan, Cla,yton, &lid Federal 

Trade eo..ission Acta . 

After the JD8etins, Lubin told ae that, at ;your suagestioa, 

be bad been world.ng With Captain Collins on keeping GoTern.ent 

purob!l.sea fro~~ beina made at the peaks ot seasonal. demand. In this 

e>onneotion he said he had found the GoTernaent could illlllediatel7 

let aoae large contracts for future supplies which, it done quicltl7, 

be thought would do auch to reTerae the present recession. I 

suggested he put it on a sheet ot paper and send it direct to 70u. 

155 

Regraded Unclassified



• • 

Opera tor: 

H . ~! .Jr: 

James A. 
Far l ey : 

EI .M. Jr: 

B.J .Jr: 

F: 

H. IJ .Jr: 

F: 

B.M. Jr: 

F: 

H. l . Jr: 

F: 

a . .J .Jr: 

F: 

H.M.Jr: 

F: 

H. li . Jr: 

F: 

Co ahead . 

Hello . 

Hello . 

Yes, Jim . 
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November 8, 1937 
2 : 57 p.m. 

I was just curious to know whether there's anything -
any - the situa tion changed any since I t alked with 
you Saturday. 

No. I saw him aga in today . 

Yes . 

And the situation hasn't changed any, and I don't 
think he's changed any . And I still think that 
while we•ve cracked the ice - I still think 

Vlhat •s that? 

We •ve still got - the battle is still before us . 

I see . 

See? Hello? 

Yes. 

And I t hink there's lots of work to be done . 

Yes, I do too. 

See? 

Well , I was just curious to know how you were getting 
along with him yourself. 

Well, personally, I'm get- - I mean as far as my 
personal relations are concerned, I was - they ' re 
aces high. Hello? 

Yes, I know. 
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I was with him this morning 
you know, a nd t hen again for lunch. But it' s a 
tough job, Jim. 

Yes . 

It's a tough job . 

Wel l, I ' ll t alk t o you; I ' ll be down lat er in the 
week and ! 111 t a lk witb you. 

All rigbt. I mean it' s - ab - the situation is 
very , very serious and it ' s - and t be whole thing 
is very di f ficult. 

Yes . OYe ll, we ' ll j us t have to keep pitching f ast 
balls, t ha t ' s all . 

Yes, and - a nd hard ones. 

Tha t' s right. 

That' s right. 

O.K., goodbye. 

Thank you. 
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Hello. 

November 8, 1937 
J:JS p .m. 
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I ' ll have to call Or . Viner at his apartment; it 
will be about fift een minutes . 

All right. 

Hello. 

Bello . 

Jakel 

Yes . 

* * * * * 
3: 55 p .m. 

I thought you ' d like to know that the speech is 
fini shed a nd it 's gone to the mimeogr epher. 

Fine . 

The President made a few more changes, liberalizing 
a little bit more a t the end . 

Uh-huh. 

A little bit more - how shell I say? 

Hedging? 

Pardon me? 

Hedging? 

No, not hedging, but making things a little bit more 
clear t ha t Ne ' re going to take care of toe - t he 
undernourished, etc . etc . 

Uh-huh. 

Everybody around here, including Taylor • ••• 

Yes . 
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•• •• on that is ~ntlrely satisfied . 

aight. 

See? 

Yes . 

hntirely satisfied. And so am I . 

That ' s all r ight. 

And I again want to say how much I ~ppreciate all 
the help you gave me . 

That ' s all rignt; I was glad to do it. 

Now •••• 

Other t hings -how's the market today? 
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V:ell , - ah - the - for your information - I mean I 1 ll 
take a chance on the phone •• • • 

Yes . 

•.•• there ' s ten million gold going out Wednesday t o 
France . 

Uh- huh. 

And Britain made up its mind and earmarked five today 
for two days and it goes out Thursday. 

Uh- huh . 

So t ilat' s tha t. 

Uh-iluh . 

But •.. 

Uh-huh. 

But we made a *urvey: frolll the first of September 
to t he fifth of Oc-- November •• •• 

Yes . 
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• •• • the total net movement or capital, including 
everything, out of tbe country is only a hundred 
million. 

Uh-huh. 

Which isn't bad. 

Oh no . 

That's the total net figure . 

Uh-huh. 

Incltidfilk ~Well!¥ thing. 

Uh-huh . .Yell, that isn't a major movement . 

Pardon me? 

That isn' t a major movement. 

No . 

No. 

Well , my main object in calling was •••• 

All right, t hank you very much for calling me . 

••. to say thank you. 

1CO 

And I ' ll - I'll listen in on the radio Wednesday night. 

Let me know what your children think of it. 

All right, I will. 

I • m s erious . 

All right . 

Goodbye. 

Goodbye . Good luck . 

Thank you. I need it. 
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H. M.Jr: 
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Hello. 

Dr. Bimmelblau. 

Thank you. 

Go l'- head . 

Hello . 

Himruelblau spea king . 

This is Llo rgenthau. 

Yes, sir. 

November 8, 1937 
3~35 p . m. 
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I just .vanted t o s ay I was awfully sorry I didn' t 
have a chance t o see you before you left, and also 
to say how much I appreciatEdyour coming down . 

Oh, that wa s all right; I knew you l"le re tied up . 

Mr. Taylor told me tha t he thought you were getting 
along very well. 

Yes, well we expect to have something finished late 
this .veek . 

>tell, tha t ' d be grand. And I appreciate so much 
your coming down and going to all tbe trouble tha t 
you nave . 

That was a most interesting l unch . 

\Yell, I jus t wanted to tell you that . 

Thank you ever so much. 

Goodbye. 

Goodbye . 
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GROUP IIEETING November 9, 1937 
9:JO a.11 . 

Present : 

H .~.Jr: 

Gaston: 

B. !.!. Jr: 

Gaston: 

B • .l! .Jr: 

Gaston: 

B.M. Jr: 

llr . Magill 
lolr. Oliphant 
llr. Taylor 
!Jr. Gaston 
Mr. Haas 
lolr . Gibbons 
!Lr . Upham 
tlr . Lochhead 
r.lr. !lcReynolds 
Kr. Bell 

Herbert , I'd like to call up Sandy Klein and tell him 

how much I appreciate how they handled that story l as t 
night on gold . I thought they handled that beautifull y . 

:ray, you might mention another thing to hill . Sandy 
called me up and two others called me up; somebody 
read on your pad a not e, •Great Bri tain, five,• and 
each fellow wasafraid that the others would think we 
had sold t hem five million. And I told him I was sure 
nobody would use anything like that, and tha t t hat was 
just a reminder that there was five hours ' difference 
in time between New York and London . But at a ny r ate 
I t alked to Sa ndy a t some length. 

When I saw wba t he was reading , I Just slipped my 

thing down. 

It was Sandy that read it? 

Sure . 

The fellows that threatened to use it - one of the 
other fellows bad actually writ ten it up in a pr etty 
definite sort of way, but Sandy persuaded him not to 

use it. 

Sandy read it, and the only other fellow who could 
have reed it was Clarence L1nz . But Sandy managed 
to read it . lolrs . Klotz usually takes everything 
and turns it upside down. But this was r i ght in front 
of my nose. If you have something like that, you don ' t 
think a fellow s1 tting over there is going to read it . 

But he did. 
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And upside down. 

But I was absolutely truthful with t hose boys, because 
t ha t f ive mil l i on dollars is earmarked her e and we 
don 1 t know what i t ' s going to do . 

No, excuse me, but .• .. • 

Is that gol d earmarked t oday? 

The gold that i s earmarked today 

Is it? Is i t earmarked tomorrow s till? Well, is it 
ear marked today? 

It will be earmarked today . 

And aren't we on a 24-hour 
did I know wha t tb ey did? 
today. 

Yes . 

basis? Well, how the hell 
I s ay it ' s still earmarked 

It will s t ill be under earmark and we are on a 24-hour 
basis , and you don ' t know now t hat i f the price con­
tinues to dr op they ' ll ship it . Now, t hey turned 
gold a round from I ndia tha t lcnded here yester day, 
How do you &now tha t if t his thing - after today -
everything dropping down - t ha t that will eo out 
Thursday? You don't, Archie . I 111 make you a bet 
on it too . I •l l make you a bet on i t . I 111 gi ve 
you odds tha t it doesn ' t go out. 

Oh, I ' ll t ake you on that . I ' ll take you on t he t , 
when you off er t o give me odds . 

(To H. M. J r ) Be careful . 

I'll let you talk with the newspapermen, but when you 
want to bet with ce ••• • 

But t echnically wha t we told t hem i s correct; that gold 
is earm~rked today . And I ' m not going to talk about 
something 72 hours of f . Because you might have 
announced that gol d arrived from India; it did, but 
i t went back again. 
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But thanks for t he tip . 
everything over twi ce . 
story, huh? 
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From now on I •ll look 
But t hat's a very amus ing 

I think the difference in time is a perfect answer . 

or course, his attitude wa s such that he would.n•t use 
it, but he wa s afra id t ha t the other fellows were going 
to use it and wa s he going to be left out on a limb . 

That ' s a grand story, end or course the whole purpose 
or withholding it - I mean the psychologi cal effect -
i f i t goes to France, i t ' s because t he French condi t i ons 
have improved since Sept ember 17; but if it went to 
England, it went for another reason. But - well, 
anyway , should I call up Sandy l at er ? 

Yes , I think i t would be a good idea. 

IVhat? 

I t hink it would be a very good i dea to call hi m up. 

And without menti oning anything , s i mply s ay I want 
to tell the boys I think they handled a very difficult 
story extremely well. 

Very good, yes. 

(On phone) .ksk Ur . Sandy Klein, from 
H he will be up here a t ten o ' clock. 
see him please . Sandy Klein of 
t en o ' clock. 

the tle•s Room, 
I 1d like to 

United Press, 

Now, tha t ' s t hat. But thot 1 s very funny, i sn ' t it? 

You' d make a good l awyer . Archie makes a poor witness, 
though. 

Tha t ' s very good . .Yell , I accept tha t a s a compliment. 

Coming from a lawyer. 

Yes, c oming from a l anyer. 

First duty befor e you put a witness on the stand is 
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H.M.Jr: 
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Magill: 
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lfagill: 
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-4-

to interview him in your office. 

Known to John E. llack as "horse-shedding.• 

We 1 re working on capital gains . 

So I see. 
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As I wrote you last night, the boys are very anxious 
to reduce taxes in all directions, particularly for 
the wealthy . They have also been extremely anxious 
for me to lead them by the hand, which so far I have 
refused to do . 

That was nice of you. 

No, 1t1 s unkind . Not being led by the hand, I think 
about what they ' ll aecide to do wil~ be that there 
ought to be a top r a te or about 20 percent on capital 
gains . Having reluctantly abandoned 12! percent and 
15 percent, I think they 1ll probably stop at about 20 . 

Well , would you like to have my comment? 

I would . 

I mean the news story on· capital gains - well, it 
makes jus t a s much sense to me a s llark Sull ivan on 
Soci al Security. 

Just about. 

Just a bout. And if anybody knows what those figures 
mean, I ' d pin a rose on them. I mean the - you ' d 
like my comment, you know, us one lawyer to another . 

As one lawyer to another . 

As you doubtless apprecia ted, we deliberately refused 
to put any interpreta tion on the figures. You can 
put two or three interpreta tions on it . 

Well, I just thought you'd like to have a legal 
opinion on this. But if a nybody can tell it, I 
suppose that ' s al l right. 
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It is, as a matter of fact. 

O. K. , all right. What time do you and Cyril want 
to go? 

Our kindergarten starts at 10 o ' clock. 

Well, you can stay another f 1 ve minutes. 

Undistributed profits is going to r ear its ugly 
head in, I should say, about two days . 

Yle' re all feeling better today . 
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The boys Nere very anxious to grab it by the throat 
on r.londay . 

Bow about Armistice Day? 'ilouldn' t that be a good 
day? 

No, they say, "lYe work every day; we ' re going to 
stop the t day . " Except your speech - they are agreeable 
to letting me have a furlough tomorrow aftern oon. 

Are you through? 

I Jus t wa nt to say somet n1ng very interesting - and 
those of you who have been in on this speech end 
worried so - a nd Barry White would be i nterested 1n 
t his. Mrs . !lorgenthau made a very interesting comment. 
She s a id, "Some of your people are so worried that 
you ' re going to get out on t he end of a 11mb." She 
s a id, "As a matter of f act, the only remark that you 
have made publicly - you people are all so close to 
it that • • •• n -the only remark that I have made 
publicly on balancing the budget i s t hat nobody could 
tell whether the budget would be balanced until January. 
All the statements about balancing the budget have been 
made by the President. I haven ' t said a word. My 
hands are a bsolutely untied. You people know the road 
that I have tra veled wLth him the last month, so you 
have all been worrying; but publicly this i s the first 
time I have said anything. And the only fellow that 
really 1s sawing himself off is the President, and 
that ' s why he came out With that statement twice 
yesterday from the White Bouse . Be's not going to let 
anybody star~ 1t. And when is his next press conference, 
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Wednesday morning or today? 

It is this afternoon at four o 'clock. 

Nell, I bet you anything that you want that he 
spills my speech tonight. He's not going to let me 
go up there and say tha t Without getting it out from 
the White House first. \Vent to bet? 

I think he probably will. 

Hut isn't my wife ' s comment on that interesting? 

Very good, very true . 

I mean here we are all so worried here and everything. 
But now that I've a rrived at the point where I am, up 
to what he says tonight, I'm ahead of the procession -
the way it is written now. 

Yes. Yes. 

Forgetting all the heartaches we ' ve gone through. 

You never mentioned it but once in your press conference? 

They said, "What about balancing the budget?" I said, 
"How could anyboqy tell?" 

And it wasn' t mentioned ••• • 

I said , •How could anybody tell the budget could be 
balanced until January?• Then t hey went up to see 
the President and said, •Morgenthau said the budget 
won't be balanced and you say it will . " 

He said, •What did Yorgenthau say?• 

•He said, 1 r'lell, how could aeybody tell the budget 
could be balanced until January? ' " 

He said, •That's right." 

Now, that ' s the only comment I ' ve made. 

That 's an interesting perspective ; she ' s oway from it. 
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I thought i t was very interesting . 

All r ight, you're (Magill) excused . But isn' t 
that interesting? 

Very . (Bolds a side conversation with Oliphant) 
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Say, listen, what does tha t mean, that I can' t play 
cross-word puzzles now that the Supreme Court has 
taken action on puzzl es? 

Oh, Herman felt that the Legal Department couldn' t 
get along without a Supreme Court decisi on as to 
whether a jig-saw puzzle was a gain. So, while the 
Supreme Court has a good deal to do, he thought this 
was one of those burning questions that had to be 
decided . They decided it. 

Isn't Magill good today? Isn't Wagill good today? 
J.ttaboyl 

(Magil l and Upham leave) 

(On phone) Hello . .~ell, I 111 talk . Otherwise, 
he ' ll be worried whether I had him up ••.. Hello, 
Sandy Klein. Morgenthau. As the President of the 
Treasury Press Club, I just wanted to tell you I 
wish you ' d tell the boys that I am simply delighted 
the way t hey hbndled t ha t gold story. 

Well , I certainly wUl tell them . 

I thought that t hey ha ndled a very diffi cult story 
absolutely ••• • 

Well , that ' s fine, I'm gl ad to hear that, s i r . All 
right, I ' ll be gl ad to convey that all to them. 

Goodbye. (Conversation with Klein finished) 

If he had been here, I could have kidded him a little 
bit about reading upside down . Be must have practiced 
reading backwards . But I can't do it over the tele­
phone . 

Maybe he just worked in the Printing Of f ice. 
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All right. Her man? 

Nothing except on t hat cross-word puzzle I did issue 
orders that trivial cases like t hat shouldn' t be car­
ried to the Supreme ~ourt, but those metters should be 
b.Dndled by cha nges in the legislation. 

Vlell , all I can s ay is, all the columnists have lost 
their sense of humor . 

I hoped the Supreme Court ~~uld s pank us . 

I thought tha t was a marvelous story - that we ' d get 
fllll11Y about i t . 

It was. Did you see - we dragged that poor ca se all 
the lfaY t hrough the District Court, the Circuit Court 
of nppeals, a nd the United States Supreme Court, to 
settle a little question that could have been settled 
by one line . 

It was silly. O.K. Anything on your mind, anything 
tha t ' s pressing? I ' m going to get back to earth 
again next week . 

Good , 

I have no more speeches in prospect . 

I've got a couple invitations for you. 

O. K., I 've got a price for them too . And I 1 ve paid 
t he pri ce t his last month . Got a couple good ones? 
Wayne Just loves to make speeches . 

Oh yes I 

One is a company which records the voices of great 
men f or pcsterity, and t hey want five mi nutes of you 
a l'l£1 •••• 

Well, I ' m not a grea t man and I ' m not interested i n 
posterity. 

Picture and recor d . You can take pa rt of this speech 
and do it. It goes i nto a l i brary . 
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No. What else? What serious matters have you got? 

Well , as to the handling of t his speech, my present 
idea is simply that we wil l g ive it out here about 
four o ' clock tomorrow afternoon, and I ' ve put a line 
on it saying tha t it is f or release on delivery and 
must not be printed in any papers appearing on the 
street before delivery i s begun, a nd up to delivery 
it must be t rea ted as wholly confi dent i al. Giving 
it out her e a t four o ' c l ock won't give them much 
chance to get i t ar ound. And t hen I ' ll t ake some 
copies - to make sure, I ' ll go around to the papers 
in New York and hand them around bet ween f ive and 
six o ' clock. 

And then give some to Et hel, Herman' s friend. 

(Laughs) Oh, she' s a wonder . She called me up 
again. 

Did she? I only heard the first story. 

You mean you heard the one where she called me up 
and because you thought you shouldn' t t ake t oo much 
time she wanted me to let her know whether you 
wanted •. • • 

Well, you were goi ng t o sit on - she thought I had 
two tickets her e for you and ~rs . Oliphant. 

I didn1 t bear t ha t one. I t alked to her aga in. She 
got her tickets back. 

You were her persona l 
girl friend of yours . 
secretary? 

guest. She must be an old 
What i s she, Mitchell ' s 

She is now, a nd she runs t his Political Science . 

So I hear. 

And anybody else tha t is anyway near her she runs. 

She ' s a scream . I asked about my .30 minutes - did 
I have t o worry about Byrd running overtime? "Not 
with Ethel there." 

Regraded Unclassified



Oliphant: 

H. l.l . Jr: 

Oliphant : 

H. '.I . Jr: 

Oli;>hant: 

Caston: 

Taylor : 

H. :.I .Jr: 

Taylor : 

H. M.Jr : 

. Cast on: 

l! . :.t.Jr: 

-10-

She called me up again, kept t alking and talking 
a bout the time you bad to talk, and there wa s no 
reason why you shouldn' t - she got more and more 
excited. I said , "Wait a minute, bas be got the 
invitation yet?• "Ho.• 

Ob, you 1 r e going back to ea rlier. Well, I wish I 
bad taken more time . 

Maxwell Smi t b has been r e ta ined for Goodyear Tire 
and Rubber Company. It seems this tire t hing has 
broken up the combination. 

Good . Fine . Anything else? 

That ' s all . 

I know of nothing else. 
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Sl oan Colt, whom you probably remember, is here 1n 
town today and would like to pay his respects. Be 
wants to t ake his chance on doing it; he ' s coming 
into my office a t 10:15. He ' s down here to see the 
Feder al Reserve Board . Tbey wanted hi m to c ome down 
for somet hing . He 1 s a very good fellow, as you know, 
and I t hink it would be a good idea if you did see 
him, just to s ay hello to him. 

Well , you better do it a t 10 :151 will you? 

All right, fine. 

At 10:15. O. K. Because I want to go down a nd work . 

I nave a letter f r om Richard 'Naldo s aying tha t the 
President of Barc1Ly 1 s, Limited, is in t his country 
end he ' s going t o drop into Washington sooner or 
lat er - doesn't give any definite date - thinks 
it would be very fine for you to see him, becaus e 
he ' s a very brill i ant fellow; that ' s the British 
bank, Barclay's . If be's coming up, i t ' s a questlon 
of handling it the aay he comes, I s hould say . 

Yes . 

George? 
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I nave nothing new tnis morninc . 

All rignt. 

Nothing. 
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Exchange has slackened off, but they haven ' t gone 
down very much. It seems th~ are trying to weigh 
what this a ll means for a little while. 

Yes . 

l.lcReynolds? 

One thing I ' d like to know is whether you want me 
to put Dan on notice tha t he hasn' t closed the 
question of your Baby Bond advertising program. 

Well , you and \'layne - let Wayne go to bat on that, 
if he wants to . 

Wel l , I 1 m - it isn' t - it isn' t a question of that 
at all . 

Well, it's just a 1.1 uest1on of policy there. If 
Dan is bull- dozed enough, he 1ll put the money back. 
If he isn't, he won' t put any back. 

Vlell, I • m in a very , very vulnerable position at this 
time as far a s goi~ to Dan about anything in the 
Treasury, but you (Taylor) are not, and you know the 
s tory, a nd I don ' t ca re how hard you go at Dim. I 
mean you know what tools you need to work with; I 
don't . I can learn them, but I don't want to take 
the time, You fix it up. Somebody has told Dan that 
this is a very expensive thing a nd so forth. And I 
think U' you explain to Dan why we want a t~~illion 
people and ultimately wa nt f ive million people to be 
stockholders in this government, I think you can 
sell him. But I don't think onybody ' s ever taken 
the time to sell Dan on Baby Bonds . 

Dan goes back to the White Bouse conference in which 
they changed tblit number and Baby Bonds were t~~entioned 

there. 
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Wb.at Wb.ite House conference was tb.at? 

That ' s when they cb.anged the number. 

172 

Tb.e boss was present when the President marked tb.at 
stuff up a t Hyde Park. 

All Dan says is, "Tb.is is very expensi ve, and cut 
it or r.n But I can't sit there -when I sit there, 
1 1m sitting on Dan's side of the table - and argue 
about the Treasury. So I would say, take Dan out 
for luncb. and give him tb.e works, b.ub.? 

Well, be 1ll go rigb.t back to the White Bouse w1.tb. it . 

No , no . You're hesi t a ting doing it? 

Not in tb.e slightest, but I ' m just telling you wb.at 
the s tory is . 

Give bim the story why we need it, and then let him 
make up hi s mind. 

No good. 

'lhy not? 

Because he ' ll go back and say, "The President marked 
this - cb.anged t b.a t figure from .four t o three . " 

Listen, will you give him the story and then when 
you get through • • •• 

I • ve already done it . 

When? 

Const antly . 

Well , evidently, if you don ' t mind ay s aying it, 
you didn' t maKe a very good salesman to Mr. Bell. 

(Bell comes in) 

Here he is right here . 
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1 111 just repeat word for word . Before Mr . Bell 
came in, we were talking about the money on the 
Baby Bonds, end I . •... 

That ' s just what I came down here for . 
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I said t ha t when I go over there with you on this 
departmental budget I• m sitting on the same si de 
of the table as you are, end I can't say anything 
and won't say anything i n behalf of the Treasury. 
I said it was up to Mr . Taylor to explain to you why 
he neede4 the money, and he said he had as you came 
in, and ~ said , •Well , evidently you didn ' t do a 
very good job." And that ' s word for word what I 
s aid. And I wouldn't t alk to you, because I go over 
t here with yo u a nd I can' t pass on my own department. 
Check? 

'llell, I haven ' t passed on the estimet e as Wayne 
subsequently explained it to me. In my origi nal 
recommendation, I recommended four million, a nd the 
President cut it to three milli on. 

You went so f est tl:la t day, Den - all I knew, I was 
out a million, but I didn't know where. I mean you 
were going - a nd neither d id the Presi dent . I didn' t 
want t o s ay anything , but you were traveling awfully 
f ast. 

Well, we were getting at the end of the time • 

.lell , I r ecommended i n my sta tement four mil l i on 
dollars for expense alone, as compar ed with four 
mi l lion four recommended by t he Treasury. In other 
words, I cut the Treasury t400, 000 . 

And we can get along on the four . 

Do that ell right . 

Then what ere we arguing about? 

'l'he President cut my four million another million, 
down to three. Now, what is in my mind - I can t ake 
the responsibility , I t hink, and put it back to four . 
But I hesitated to do it because you were sitting there 
when he cut it and I said , •There goes your Beby Bonds," 
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and you d idn 1 t say anything . 

I can explain. 
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I 'm perfectly willing 
put it back to four . 
with this pr oblem .•• 

to take the responsibility and 
But I do think you1 re faced 

I'll never go over with you on departments and talk 
in behalf of the Treasury . I won ' t do it. 

The committees in Congress are looking at thi s -
Ap?ropri nt ion Committee is looking at this expensive 
loans item. Last year they put a limit of $2, 975 , 000 
on it, something that ' s never been done before; it's 
been there for 17 years . Now, the Treasury has gone 
ahead on a program which deliberately creates a 
defici t of ab~ut a mill i on end e half, and you may 
be severely criticized When you go up for a deficiency 
this spring . Now , next year you come along on a four 
million dollar program, carrying th&t program of 1 38 
forward, and they may cut you again to the two million 
975 . Now, you always have to face that . 

\/ell , I think 1t is up to whoever i s in charge of 
Be. by Bonds to ex;>lain it. Now, after all, we ' ve got 
a lmost twice a s many names, and the wbole ides bsck 
of this thing is - what I hope some day is to get 
five million people t hat own Governments , and if we 
get fi ve million people to own Governments , I think 
they ' re going to take s n interest in their government; 
going to have a t remendous correspondence - constantly 
writing in, asking ques tions about expenditures , taxes , 
etc . We ' ve got to develop t his - v;hat they call in 
France the rentier class, t he middle cla ss , in America , 
who are Government bondholders . And I t hink it is a 
real investment tog et these people owning Governments 
and I tnink eventually it is going to save us a great 
deal of money; we ' ve got somebody we can appeal to • 

.'/ell , I think somebody has got to go into tbat pbase 
of it befor e the Committee, because you ' ve got to • • • .• 

\'/ell, I'd be delighted to do tbat . 
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I think it is Mr. Taylor ' s job. 

You've got to say frankly that you r ealize this is 
the most expensive form of f i nanci ng that we do, ye t 
ther e is this aspect, that it has an appeal a nd good 
from the s t andpoint of the country, and get the 
Committee sold on it . 

Are you willing to d etend it? 

Absolutely. 

All r ight, then, I'll r estore the tour lllillion dollars 
on my own respons i bilit y a nd make a ••• • 

Be delighted to be the Roman s acrifice on that one. 

Talking a bout the French, they' d go over and kiss 
them on both cheeks . 

Let me pick my Congressman t ha t I kiss, wil l you? 

Well now, I ' ll give you an i dea . I 1d say, take one 
advertisement and expla in the thing ri&ht. in the 
advertisement . 

Can you take on adver tisement and explain t he results? 

You bet . 

That's tine. 

~ not say, "This is wha t it costs, this is what 
we r e doi ng , and this i s the r esults , " and put it on 
a page i n the Saturday Evening Post . 

I ' d be frank about the cost . I ' d say you r ealize it 
is tbe most expensive form of financing . 

No question about i t . We di d it deliberat ely . 

~hy don't you ha ve t hem write an ad , put i t r i ght ' in 

the advertisement? 
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You mean right 1n the hearing. 

No, on the full page ad; come right out publi cly and 
say it . 

Say what? 

Just how much it costs to do th.is thlng, what the 
results are, what we get for this money, a nd why l'te 're 
doing it. Now, why not take the wind out of their 
sails and s ay so right now? They 've had this ad 
written for some time a bout the results, but no t what 
i t costs . In other words , come out first before they 
a ttack us. 

I don' t know where your interest rate would go~ you 
had your cost of f!nuncing, do you? 

Buh? 

Bow much would your 2 . 91 be increa sed by your costs 
of financing? 

All depends on wha t you c all the cost of financing. 

Well, I call it all the overhead • 

You mean all over, the Pos t Office stuff, the Federal 
Re serve, and so on. 

Including that. 

Yes . 

In other words , I call a bout $2, 200, 0JO of the budget 
t ha t you have outli ned f or this yea r as the over-all 
cost . 

Well, on the other bonds you put a one- point premium 
all the time. That' s really a cost on those • 

But your coupon r eflects that . 

Dut the cost i s there Just the same . 

That's your interest cost . 
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Very definitely has to be a Job of education, and 
I t hink it's up to you t o do it . 

Yes , sir. 

That ' s what I came down for . 

May I say - may I address the Dir ector of the Budget 
and t hank him for his very f air a ttitude in this 
matter. 

You 1 r e very welcome . 

'Ihe Savings Bonds thank you. 

Because you ~ow what I thought you were go~ to 
say to me? I thought you were going to say 1 "I 1 11 
put back two million if you ' ll s ave it out somewher e 
else . " Then I ' d say, •All right , take it out of 
one of Steve Gibbons • bureaus . • 

I have a bee on a lmost all of them . 

Danny , make a note that - if somebody should ask -
tha t even though you were Assistant to the Secretar y , 
the whole time you were here, the Secret ary of the 
Treasury never asked you for a nickel as Director 
of the Budget . Not once . And t never will . 

All r ight, we thank you. 

Now, you're all through with my speech? 

Yes . I •11 talk t o Herbert ss soon as this is t hro1.0gb, 
if you want me to . 

Well, can you do it right now? Di d you read it? 
How did you like it? 

Fine . 

No t 

Yes . 

My gosh! Do you r eally like it? 
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There is one matter of policy that I ' d like to r aise. 
Who ' s going - you' re going to speak first? 

No, Byrd . 

Las t. Parker Gilbert, 15 minutes; Byrd, JO minutes; 
and then the Secretary. 

or course, Byrd is going into the waste - wastef ul 
expenditures - and I was just wondering if you 
couldn 't say that t his war, like - just like any 
war , you had - ycu naturally had wasted expendi tures 
because of the large programs that have to b e carried 
on. 

Pr epared hastily - initia ted end carried on hastily. 

When we went into t he War, we bought enough leather 
to carry on ten wars. Tha t was a complete waste . 
But i t had to be done overnight. And just the same 
way , t his program had to be done hurriedl y, and 1t 
was in those cases justii'ied from that standpoint. 
I just wondered if you would take some of the wind 
out of Byrd ' s sails . 

Kr . Secretary, you had that put 1n about draft eight, 
end I guess cutting down we cut it out. 

That was in once . 

Just t ake a sentence or two. I tbink it would be a 
good point. 

See if you can t ake ••..• 

Just ~ sentence or two; ! think it's a good point . 

Yes . 

On page 8 , where you talk about the revenue and 
expenditures of this year, the difference between the 
r evenue and expendi tures comes out to a definite figure , 
and yet you go up to 700 mi lli on . I think: I'd change 
that to 695 million to make the figures gee, wouldn ' t 
you? 
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Yes . 

In other words, your r esult is f i ve million off 
f r om the actual subtraction . 

J us t as easy to make i t exact . 

180 

On page 9 , you say •to attain an ordinary balancing 
of t he budget next year," and then you put in a 
parenthetical phra se •..• 

Which is yours, word for word . 

Then you go on, "it would therefore n I wonder 
if the •therefore• s houldn1 t come out. •To a ttein 
an ordinary bal ancing or the budget, it would be 
necessary . .•••• • 

I r ead that thing over three times . I knew there 
was something the ma t ter. Herbert, do you want to 
look at that? r •ve r ead that thing three t imes; I 
knew t her e wa s something the ma t ter with i t . 
" . . • • ordi nary balanci ng of the budget next year 1 it would be necessary • •.• . • 

You see, your "therefore• ls hung on the parenthet i cal 
part of i t . 

There ' s something • • •. 

Wha t lt means i s tha t in view of our decision not to 
count on more r evenue, it would be necessary. 

llell , do you want t he "therefore " in? 

No , it isn' t necessary; it i sn ' t essential . 

Little awkward, I think. 

It was just lDl!lnt to r ef cr back to tha t origi nal 
a ssumption. 

On page 10 - I don ' t think there is much you can do 
about this - of course, you have picked out certai n 
expend! tures which you want to comment on and t alk 
about later on as the ones responsible for the past 
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deficits. No particular expenditure is responsible 
for any deficit. Now, maybe that's all right. I 
don 1 t see how you can correct that item. 

Well, they are the added t hings , aren' t t hey? They 
are the major added· i tems to an ordi nary budget . 

Public hi ghways end public VIOrks, normally no; but 
they have always been in our budgets . 

But what we ' re speaking about is huge additions to 
those items wnich are largely responsible. 

You don' t say that. You s ay that several of these 
items of expenditure have been mainly r esponsible 
for our past deficits; then you talk about Agricul­
ture, and we added five hundred mi llion dollars t o 
the t ax structure two years ago to take care of your 
agricultural payments, largely your agriculturel 
payment s . I haven ' t any suggestion for correcting it. 

I think that ' s all right, Dan; I think they ' ll get 
that. It's the l a rge - those are the excess expendi­
tures, in those items . 

't1ell, if they were eliminated, our budget would be 
balanced, cert.ainly . 

Right . I think t ha t ' s al l right . 

Non, you take them up one a t a time - the highways -
and you say, •Prior t o the depression, the Federal 
grants to the sta tes for public highway construction 
regularly r an under one hundred mill i on dollars 
annually.• There a r e two cases wher e tney r an 
slightly over. I ' d like to suggest one of two things . 
hi ther say •genera lly" instead of •regularly• or say 
•rar ely ran over .• On two occasions they r an over 
a hundred million. 

Wha t page are you on? 

Bottom of page 10 . 

Why not s ay •witb one or two exceptions"? 
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If you wanted Just one word changed, you can say 
"generall y r an under one hundred million dollars .• 
If you want to make it the other way, you can say 
•rarely r an over one hundr ed mil lion dollar s . " 

(McReynolds leaves) 

"Ran about one hundred million dollars" - shorter 
yet . 

Sometimes it went down to about 75. So •generally" 
is a good word . 

•Gener ally" is all right . 

Down a t the bottom of page 11, you say, •Next year , 
despite the fact t hat available unspent appropri a tions 
for this purpose alr eady exceed a hundred million 
dollars .••. . • I ' d l i ke to suggest t his: •Next year, 
despit e the fac t that there will be available in 
appropria tions a nd alloca tions already made fo r t his 
purpose more than 600 million dollar s . . .• • • 

You (G~ston) get tha t . 

In other wor ds , what you ' re trying to state 
ther e is already on the books 600 mill i on . 
"already made . • 

i s tha t 
Say 

As a matter of f act, when you go out of here, just 
go over this with Gaston. But I want to make - my 
time is t;etting short; I want tog et i t right from 
the •hors~•s mouth, " as t he English s ay . 

Page 12, t ha t third numbered par agr aph . You s ay, 
"These expenditures are a l r eady being r educed by 
780 million dollars below l as t year ." 

Where ar e you, Dan? 

Las t line 

Page ll . 

12. 

.... .. 

780 million dollar s . 
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There ar e some switches there in these figures . 
See, we get into d i fficulty when we take one 
statement on a functional basis and another 
statement on an ob j ective classification basi s . 
I ' d like t o change t hat to • more than t hree 
quarter s of a bi llion. " About 20 mi l lion dol lars 
di ffe r ence. That ' s better reading anyhow. 

All r i ght. 

Now, included in the third paragraph a re some 
figures t hat you've got down 1n the second par agraph. 
You see , tha t ' s the trouble we get into when we t ake 
& functional and an objective classifica tion, because 
they overlap. The Resettl ement.. expenditures include 
grants for relief, which yaa.ve got in the third 
paragraph above , and l ower i nterest r ates for Federal 
Land Bank borrowing is relief . And there ' s about 90 
mil lion dol l a rs in tha t paragraph - the f i gures are 
correct, the statement i s correct, but there is that 
overlappi ng, and there i sn ' t anybody that can check 
it . I think tha t you probably ought to leave 
Resettl ement and lower interest r e t es i n t hat pare­
graph, e ven though t her e is some duplication . 

I think that 's all right . I t hought about it. 

Nobody can check it? 

No . 

(Laughing) Leave it. 

We ' re talking about isolat ed expenditures from the 
standpoint tha t .•..• 

See how l egalistic I am? 

We considered tha t . 

I don ' t think it i s serious . 

And I can call on you to jus tify i t . 

Wel1, I can c heck it. I don' t t hink anybody will 
object. 
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Now, down at the bottom of page 16 and top of page 
17, you say, "This net improvement of more than two 
billion dollars in a single year provides the best 
answer to those who, i n most cases i gnorant of the 
true facts, · ··· " etc. "True, much of t his year ' s 
anticipated budgetary improvement comes· from increased 
revenue, but we are supplementing this by seeking 
reductions in expenditures." 

The seeking reduction in expenditures, in my way 
of interpretation, would apply to the present year , 
if that ' s what you're talking about , only •••• 

Yes, that's right. 

There's an improvement of two billion and 12 million ••• 

Bow much? 

Two billion and 12 million, and there ' s 98 million 
applied to reduction in expenditures . 

How much? 

98 million. You see, 557 m.illion of the reduction 
is bonus, elimina tion of the bonus; and one billion 
357 million is increa sed revenue . So that accounts 
for one billion 914 million. 

':'fell , ne still s aved something. 

If you will change that a little so you will indicate 
it' s going to apply to 1939 • • •• 

or course, the pr esent picture, I think, is a little 
better than that . While that revenue increased all 
tha t amount, we took on - we had only about 250 
millions in revenue from Social Security and we took 
on huge expenditures of over 400 million in Social 
Security there. 

Well, if you take the additional expenditures we took 
on because of last minute acts of Congress • • • • • 
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Well, wha t the hell have you and I been doing the 
l ast six weeks? 

But to make up for tha t we did make some other 
cuts. 

But it is on its f ace •••• 

I t bink I 1m v ery noble to s ay, "True, much of this 
budget ary i mprovement comes from increas ed r evenue . " 

Vlell, I think it can be explained like Herbert ha s 
explai ned it, but it i sn ' t explainable on its f ace. 

No, but I fee l I am perfec tly sincere in tha t we did 
go r ight out and make cut s and if it hadn't been for 
Congress we would nave cut tha t 418 - it wa s origi nally •• 

He would have cut it t o 150 . 

Yes. 

I'm agreeable to leaving it like that. 

Tha t i sn ' t the way it wa s written at first, but this 
t ha t i s written now i s t he Pres i dent of the United 
St a t es . 

I have no serious ob Jection t o it, 

I di dn ' t tell you t hat unt i l I got through a rguing 
with you; I didn't want t o embarrass you. 

18, t op of the page. 

Iier man s uggests - I suppose it' s impossible to change 
it- it says "ignora nt of the true facts"; if we bad 
a wor d l ike •unaware" of the true facts , it would be 
!!luch better. 

"Ignorant" is a ll right. 

Uf courscA technical ly they mean the s ame thing, but 
"ignorant ha s some contemptuous connotations. 

Let me Just tell you gentlemen this . The President 
r a ised the question, •Wher e is the Socia l Security 
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thing?" 

"Now, Mr. President, I lifted tha t out of there. But 
there are the sentences that you have written i n with 
your own handwriting tmd I want to give you my .vord 
that I haven 't changed a single word . " That ' s whHt I 
told him. I decided this is no place to argue about 
whether tiocial Security i s right or wrong; I ' m not 
going to argue about it. But I said, "As to the 
individual woras tha t you put in there, every single 
vtord is in there." And I w ouldn 1 t even want to cha nge 
one word, because if s omething comes out - now, there ' s 
a l ot of stuff in here which he's r ead three times , 
and I wa s dumfounded tha t he let it go back. So 
subsequently he can ' t say, "Well , Henry must have 
ch!inged it." •No, i.lr . Pr esident, every single word 
tha t you' ve got is there." I know - I think af~er the 
speech i s over tha t may be worth a great deal t o me. 

I didn't kno·11 about that • 

.but L t hink "ignorant" ls all right . 

But I don't want him to say afterwards to Steve 
Ear ly , "How did you l e t Morgenthau say that?" I want 
to s ay tha t every single word is as he wrote it, 
but there are certain things which he '~>Tote v;hich 
I lifted out bodi l y. Huh? It's worth a lot. Say , 
listen, there ar e things i n those last two pages tha t 
I don't like to s ay either. 

I only ha ve one more . 

That's f or the tiew York Tribune . That ' s wha t tbe 
!'resident says . 

1op of page 18, second line, you say, "The maximum 
r eduction made in any s ingle year in t he public debt 
hela by private invest ors wa s one billion 350 million 
dollars . " Published records show one billion 286, a nd 
by taking in unpublished ma t eri al we ca n run it up to 
one billion J50, as here stated. I 1d like to say •more 

· than one billion and a quarter." 

Put i t in. 
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Larry suggested to me that we change it to a 
billion three . 

Billion and a quarter, I think, is a good round 
figure, nice to say. 

Yes . 

Those are the •••• 
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If the President of the United States should say to 
me, WWhat does Danny Bell think of this speech?" what 
should I ten him? 

I think it 1s a good s peech. 

That's what I told him. 
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Go ahead . 

Bello . 
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Butterworth:Bello, bow do you do, s ir? 

H. Jl. Jr: 

B: 

B, IJ . Jr: 

B: 
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H.M.Jr: 
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B: 

H.M.Jr: 

B: 
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B: 

( B. M. Jr: 

B: 

I'm fine . Butterworth, what I wanted was Just a 
little gossip on the reaction t o what I said 
yesterday about gold leaving the country. 

Well, your statement bad the desired effect. 

Yes . 

It' s been quiet today . The trend has been reversed, 
at least temporarily . 

Yes. 

I t hink it will take a day or two to work itself out . 

Yes . 

There was still some signs of a demand for gold this 
afternoon. 

Uh-huh. 

As you know the 
quarter , and with a 
and fourpence. 

!.Jh-huh. 

of gold was six and a 
premium of only one shilling 

The dollar has been dead this afternoon, but not only 
are some of the continentals reversing their position -

Yes. 

But there ' s been some buying on commercial account 
as well . 

Uh-huh. 

And I understand troa one ot the dealers that there • s 
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been some buying of dollars on behal f of China . 

Oh- huh. 
I The Bank of France, according to my informati on, 

has been bidding for dollars, while the Bri tish 
controls here have been selling them this after­
noon at five dollars to one pound . 

I see. But the general effect was good. 
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As far as the general atmosphere is concePned , I think 
that the f acility which your s tatement gave t o the 
exchange situati on has helped the commodity markets 
as well . 

Good. ......... 
They've strengthened up in this country; and copper, 
for instance, went up to J 9 pounds, f or ins tance, 
this morning. 

Oh-huh. 

And the stock exchange has l ikewise strengthened up 
a little bit . 

Good . 

There is still a general a tmosphere, of course, of 
uncertai.nty . 

Well, that's to be expected. 

And, even in the short time that I 1 ve been back, 
three weeks, I 1 ve noted the change in the atmosphere 
here. 

Yes . 

It ' s become more uncertain, and every day it' s be­
coming more apparent to more people, that the key to 
the position lies in the United States . 

Oh-huh. 

These people here, as you know, s i r , are more sus­
ceptible to t he movements in the commodity markets, 
t han they are to t he movement 1n the stock exchange. 

I see. 
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And the declines 1n the commodities put the tear ot 
God into them. 

Oh-huh, 

The government is concerned that they have been -
they're making credit pretty stringent now, and they 
seem to have gott en control p t the government 
security markets . 

I see. 

British governments have been appreciated, but there 
have been rumors here that - that is preparatory to 
the issuance of a new loan. 

Oh- huh. 

But I have no - I have made no official inquiries 
about that, but personally I should doubt it . 

I sec. 

I think they ' re trying to use that as a measure of 
establishing confidence. 

Ub-huh. Well , that ' s about all that I wanted. 

Right, sir . 

Ub - that's all - you ' re all right, are you? 

I am very well, sir, thank you . 

That's good , 

Are there any - I am going to see Phillips shortly; 
are there any particular questions you'd like me to 
take up w1 th 111m? 

No, no. 

Be asked me last time, he said 8 If there' s any 
particular t hing t hat your people want, you Just let 
me knoww, so I thought I 1d pass that on to you, wh~ 
you telephoned me next, so 1n case there was anything, 
you could Just give me a flash. 

No, everything- I said everything that I had to say, 
yesterd&¥. 
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Good. Right , sir. 

All r i ght . 

'!'hank you Yery much. 

Goodbye. 
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Me80randua of conference with the Prea1dent on !loYBDber 9, 1937, 
at 2 P.M. attended by Seereta17 Morceotbau, Sacretar:r Wallace, 
Congreaamen Doughton, MArTio Jonea and Vinaoo, Weaara. Bell 

&Dd llagl.U 

Secretary Morgenthau slipped in &bead of the rest of ua in order 
to requeat the Preoident to dieeuea the tax reviaion program firat . 
As aoon ae we were all seated the President turned to Mr. Doughton and 
aaked how the tax revision progr&C waa comin& along. Ur. Doughton said 
that the eubco~ttee waa proceeding very eatiafactorily; and t hat the 
Treaaury was supplying all the neceaeary information. He asked 
Wr. Vinaon, who~ he characteri~ed aa the greatest tax expert in the 
United States, other than the Proaident, Secretary Worgenthau, and =Y­
ael!, to tell t he President what the committee had done. 

Mr. Vinson said that tho co=itteo had been working on capital 
ga1na and expected to take up the und1atributed profits tax oext. It 
had been agreed t hat capital ga1na realised oo sales of proper ty held 
tor lflea tbau a year ahould be te.xed exactly like ordina17 income: 
and t hat net losses from the aala or capital assets should be curiad 
over for one year aod IIJ)ol1ed again at any capital gains for the second 
year . The committee ~•• considering varioue methode of taxing capital 
gaine and had not yet decided upon ono, pending the recei pt of eati­
mat ee froo the Treasury as to several al t ernative plane. 

The President said that he had always t~~ught some con•ideration 
ahould be given to t be tRXpeyer'e i ntent in making a transaction and 
cited the ea•e of an individual who buY• a $5000 house which, bacauae 
a new boulevard 1s cut throU&h, becomea worth $25, 000. The individual 
did not go into tbs transaction for the purpose of speculation. 
Mr . Vineon pointed out t hat the preaent method of taxing capi tal galna 
took care of this kind ot altustion by taxing lese than 100 percent ot 
the gain i f the proper ty sold had been held ! or more then one year. 

lLr . Vinson said the co-1ttte wanted to go ahead with the und1a­
tr1buted profits tax tooorrow and wanted to get the Preo1dent1a Tiewo. 
The Preaident aaid that he thought the general plan of t he bouoe bill 
laat year wae excellent and that the principle of the undiotributed 
protita tax ahould be r etained. He aald he tho~t that some prefer­
ential trea toent should be given for amell corporation& with incomeo 
of $15,000 or leea, to permit them t o use earnings on expansion of 
plant or on reserves. ~r. Vinaon aaid that be felt it would be de­
sirable to give some further exemption for amall corporat ion• dimi n1ah­
ing aa the amount of earnings increaoed; and t hat aome special trea t ­
ment ahould be giYen to defici t corporationa. He did not define what 
he meant by a •datici t corporation. • The President said that we would 
han t o cuard apinat t he pouibil1ty of corporations defeating the 
tax throU&b readjuataenta in their capital atructure. The Preaident 
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oaid that t he Tice Preaident and a number of other prominent »e.ocrata 
were inhreated in a ttacld.D« the problem of eo.nopoly. He aald that 
too much ot t he wealth of the country waa controlled by 200 large 
corporatlona. He gave "-' M illustration the control by New York 
banlcera over loans being made by aaall countey banka. Consequently, 
be felt t hat in co~~ection with the program of controlling aonopoliea 
i t would be well tor the subcommittee t o consider t he deoirability of 
leeoeni ng the t axes on small corporations ao compared to large onea. 
The President alao suggested the poaaibility of providi ng that sumo 
exempted from t he undietributad profite tax abould be set aside in 
reeervee and the Treasury abould make eome efforta to aee that if 
they wer e uaed for any other purpoae a tax would be imnoaed. Vinaon 
pointed out that it would be difficult or i mpoaa ible to exerciae auch 
aupervialon. I told the Prealdant that in connection lli.th the capital 
gaina the coooittee waa conaiderlng the poooibility of a naxi=u= rate 
of , o,.y 20 :;lercent, which the taxpa¥er &l~t uae at hi a option l nate&d 
or the present rate scale. The Preaidant indicated no obJection to 
thh plan. 

The conference then proceeded t o a diacueeion of the financing 
of the egr icul tural prograzo. The Pruident insisted that the o.oounh 
required for emergency expenditurea, now being made under section 32, 
should be provided by aome permanent forr:1 of taxation. Ur. Jonee i n­
oioted equally strongly that it was proper to earmark part of t he r e­
ceipts from t he tariff for uae for agricultural benefit payments, 
s ince the tariff receipts caoe out of the farmers . It waa euggeoted 
that the tRX pr ovision.s ought to be referred to the \'lays and llaMa 
Coi!ICittee, but no agree~ent was r eached on that eubJect. llr. Jonee 
stated that the provisions wero now par t of tho agricultural bill but 
i n a oeparate title. 

At the close of the conference the Preeident sugseated that there 
waa a great deal ~f discusaion to the e! foc t that the Supreme Court 
would r everse its uosition on the taxetion of atock dividendi if the 
law were aoended tO nrovtde t hat all atock dividends obould be taxable. 
Ur . Vinaon pointed out t hat the law had been acended in such a way that 
all atock dividends are n.ow tan>ble except those the !!acomber deci aion 
holdo are not taxable . The Preaident aaid he thougbt that t he only 
atock dividend which ehoQ\d be exempt ia a dividend of no -par cocmon 
etock t o a holder of no-par coJ!IDOn. Yr. Vineon argued t hat legally 
a holder of par value ·common wns in the eame position and t hat i ndi­
cated t hat he did not favor any further chango in the l aw. The 
President aekod me whether we were getting a tax on stock dividendo 
now. I told him that we had Cl>aea before the Supreme Court under t he 
prior law and t bnt under the present law we were collecting the tax 
on atock dividends so far a o they are legally taxable. 

At the close of t he conf@rence Secretary Yorgenthau told me that 
he auggeated to Ur. EarlT i n an uide t hat his four o'clock pre .. 
con!erence the President aillbt aa well take credit for what had been 
decided aa to the undistr ibuted protlta tax. llr. :&arlT aeid tb&t he 
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lwt 8Pell\ the 1101'1liD& urctac \he Pr .. l4eet to 4o eo: u4 he u..lla\~ 
pu .. 4 on \he eugeeUon to the Pr .. l4et. '!he Prea14e\ calle4 cn&t, 
•Jo, 110tblac h ... bee 4ecl4e4. ..,•mhlac le etlll l n \he etM7 et.,.. 
'!'be !reUU1'7 h eUll n"'-1 ttlac lllforutlon. • ~ tble tt..e "'"J701le 
••• le&Yill& \he rooa eXC8Pt Mr. Jon .. , who contlaue4 1n conTereatlon 
with the Preel4ent. 

aot ee taken b~ Hr. Vl!.gil l 
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TREASURY DEPARTMENT (per llliC 12/17 /Y 
11185) 

llfTCR Ol"f"'C:. COMMUNICATION 

.. ,. NOV 9 1937 

"' Secretary llorge~~th&u 

r.oM Herman Oliphant 

In further reference to a utll.ity and raUroad for a IDOdel ')( 

reorg&ni ... tion , I b&ve learned, since I gave you the data on a 

~r of companies, tb&t the but poasibll.ity in tbe utll.it)' 

field is apparently the reorg&ni ... tion of the Utu.itiea Power lc 

Light (in the Chi~o area) . This is now in progress under the 

auspices of the SEC, in connection with i t& control over public 

utility holding companies &ncl not because there is 8IIY Gover~~~~~ent 

clailll against the comPBQY. Rogge is handling it. Do you want M 

to do anything further? 

Aa to a raUroad, the beat ot the three possibilities I 

111lggeat&d appears to be ft'iehita, Nortl:nrestern Ra.il'II'B.Y Colllp8Dy, it 

tbe uttar is to be b&ndled strictly w1 thin the Treasury. If, 

bowever, i t can be operated through the RPC, the best possibility 

would s- to be the Alabau, Tenneaaee & Northern Railroad Cor­

poration. Do you want further work done on sitb.er or these in X 
line with your or iginal suggestion? 

L 
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Yes Kr. Secretary. 

November 9 , 1937 
9:28 a . •• 

How do they reel in New York arter my little 
announcement? 

Well, it seems t o me the whole worldhae turned orr. 

Really. 
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Oh, yes, you see all the rates are down. The guilder 
rate is down, the Swiss rate is down and t he belga 
is down, and sterling is down. 

So it had a good errect. 

Yes- oh, yes, I think the- it surely had a good 
effect . 

I thought so. Hello . 

Way I just one say - say one thing Mr. Secretary. 

Say two . 

I think, you see the ract that you mentioned ten 
million, two fifty, I think, showed that your 
information was based on something that t he Bank or 
France gave. 

Yes. 

I had hoped you would say something that was based 
on the reports here in the market that freight and 
lneura.nce had been booked. 

Had been what? 

That freight and insurance had been booked, and 

You mean why I mentioned the amount. 

Yes. 

The reason I mentioned t he amount, the United Press 
said that t here was six billion trance had been 
engaged. 
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81.x billion franca. 

Yae. So, that was the story the United Preas had. 

I eee . 
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So I felt it was- I did what I realize wae unusual, 
I mentioned the amount. 

Well, if you had Just mentioned ten - ten million 
dollars, I think that would have -

Well, Archie told me ten and a quarter. 

Yea, all right, but don'~ you eee, ~en million and 
a quarter is what t hey bought and ten million ia what 
they've asked us to ship. 

Well, again -

There's no connection between the two. 

No, you're perfectly right, but let me explain. I 
said- I said a little over ten. 

Yea. 

So they ea1d well does that mean maybe twenty. 

Yes, I eee . 

So I said all righ t, I' ll give you the specific 
amount. 

Yee. 

You eee what I mean? 

Yea. 

I mean t here's always two aides, you eee, end first 
they h~d it six billion france, then when I said, "A 
little over ten,• they said, "Well, how much over? • 

Yee. 

So I said, •well, I'll tell you the exact amount. • 
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But at anyrate, the effect has been very good, there's 
no doubt. 

Listen, outside or you and me and Mr. Cariguel, 
nobody knows whether it's ten or ten and a quarter. 

Yes. 

But, on account of the United Press having t his 
perfectly asinine story, I thought it ~as better to 
give the exact amount . I first said,~lightly over 
ten. • 

Yes . 

Then t hey &aid ," ell how much over? 1 you see. 

These birds do ask questions all t he time. 

Yes . I thought the New York Tribune handl ed it 
beautifullr. 

I tell rou I never read the Tribune. 

Well , read it today, will you. 

Yes 

New York Tribune handled t he etorr t he beet of all . 

The Tribune. 

Yes, but it's - the main thing is it's - it's had a 
good effect. 

Oh, that is deflnitelr eo. 

Oh, I agree with you on the detail that if I didn't 
have to set anr amount, it would have been better, 
but I had to. 

Yes. 

See 

Yes 

But it' e had a very good effect, hasn't 1 t ? 

W!il.l that I 11111 positive of, res. 

No, I am alwar s glad to get suggestions and crit1oie s. 
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-. -
Well, 1t waa not meant aa 

No, I understand. 

It was meant aa a - my peraonal reaction. 

R1ghto . Thank you very muoh. 

Thank you. 
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H.M.Jr: 

Operator: 

H.U.Jr: 
Sandy 
Klein: 

H.IJ .Jr: 

K: 

H.lJ .Jr: 

K: 

H.IJ .Jr: 

K: 

H.I.! . Jr : 

K: 

H . i~ .Jr: 

K: 

H. Y.J r: 

K: 

All right . Go ahead. 

Hello 

Hello 

Sandy Klein . 

Yes. 

Worgenthau . 

Good morning, Mr. Secretary. 

November 9 , 1937. 
9:44a. m. 
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Ae the President of the Treasury Press Club, I Just 
wanted to tell you - I wish you'd tell the boys, that 
I' m simply delighted the way they handled that gold 
story . 

Oh, swell, I certainly wil l tell them. 

I thought that they handled a very di fficult story, 
absolutely f irst class . 

Well, that's fine, I 1m glad t o hear that, sir. 

And I'm del i ghted. 

All right, I'll be glad t o convey that along to them. 

Goodbye. 

Goodbye. 
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H. ll.Jr: 

Operator: 

H.M.Jr: 
Marriner 
Eccles: 

H.IJ.Jr: 

E: 

H.!.I. J r: 

E: 4 4 

H.M.Jr : 

E: 

H. I4.Jr : 

E: 

H. LI .Jr: 

E: 

H.U.Jr : 

E: 

H.U.Jr : 

E: 

H.M.Jr : 

E: 

H. loi . J r: 

Hello 

Chairman Ecclea. 

Hello 

Hello 

Marriper? 

Yes, Henry . 

November 9, 193? . 
10: 30 a .m. 

I Just want to explain, in person, that that call 
yesterday was - I thought, today belng Tuesday, 
I thought it was our lunch date , you see. 

That's right. 
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Until I called you up elmply t o find out - I had 
nothing special other than I want ed just to have a -

Well, the - the only reason that I - I have always 
left Tuesday aside, but the reason tha t it came 1n 
now was thi s housing matter, that - that you know 
I ' ve been working on. 

I know. 

I' ve got th1e conference, these men -

Fi ne . 

In here today at one o'clock. 

All right. 

The five of them, Wharton, Swope and so forth. 

All right . 

And we have a meeting tomorrow with the President . 

Fine . 

And eo, it was neceoeary on account of getting our 
meeting fixed tomorrow at the White House to gat 
them in today. 

Fine. 
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E: 

H.M.Jr: 

E: 

H .w .J r: 

E: 

H.ll.J r: 

E: 

H.l\.J r: 

E: 

H.tA .Jr: 

E: 

H.U.Jr: 

E: 

H. l.t. Jr: 

E: 

H.ll.Jr: 
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8o that 's the r eaeon that I had to - I had to put ott 
that - our regular meet 1118· I dislike to do it 
because I would like to have had a - ' 

Well, I just didn't want ' to have 1t go through 
operators, and have any misunderstanding. That ' s 
!hr I'm calling. 

Well let's get together later i n the week . 

Well, I'm going to go awe.y tomorrow, and I -

Oh, you won't be back until -

No, but -

You won't be back before next Monday. 

No. 

I see. 

I hope not, unless t here's some emergency, I'm not 
sure. 

Yes, yes. 

I mean, but -

And by the way, I've got Harrison and St Clai r , t he 
two members of t he executive committee ot the Open 
llarke t Committee. . ~ere's t he three here and 
the two outside, eo - what we call our executive 
committee • . I've got t hem in here this morning and 
with the idea of d1ecues1ng t he question ot buyill8 
notes or bills as we d1ecueeed doing 1n September, 
and I don 't know - ot course t he exceee reserves 
in New York - the situation has been pretty easy, 
it's just the question of doing something in con­
templation. I 4on't know what reaction we' l l get 
tram Harrison. As a matter of tact I can guess. 

R1ghto. 
But at leaet,I juot thought I'd tell you tha t that's­
we got them in here tor a preliminary discussion 
anyway . 
Well, why don't you give me a ring later on t~1e 
afternoon or to•orrow and let me know how you r e 
coa1.ng alo118, 1! you feel lUte it. 
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E: 

H. I.! .Jr: 

E: 

H. M.Jr: 

E: 

H. I!.Jr : 

E: 

H. I! . Jr: 

E: 

H.!A.Jr: 

E: 

H.AJ .J r: 

E: 

ILl.! .Jr: 

E: 

H.h!. Jr: 

E: 

H.loi. Jr: 

E: 

H. !.I . Jr: 
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Do you mean on - on the housing? 

No, I mean on thie t hing with Harrison. 

Oh, yes, you -

Let ' s put it this way. It you decide you're going 
to do anything, give me a ring, but it you deoide 
not to do anything, I won't hear from you. 

Yes. 

How's that? 

Do you- you don't see any objection to at least 
starting in. After all, it' e a situation it you're 
going to accumulate any - a hundred - even a hundred 
m11lions ot bills or notes over a period ot a couple 
ot months. It takes -

Well, if you're going t o do it, now's the time to 
do it. 

Wel~, ot course, you don't want to do i t in 
December. 

But I don't know whether- whether that's- whethPr 
it's necessary now. 

Well, nobody knows definitely. 

No. 

But if you wait until December. 

Then it's too late. 

Then it' s too late because you can' t pick up a 
lot ot them 1n a hurry. 

That ' s right. 

Without raising hel l with the market. 

That' e right. 

And not only that, but what financing you may have 
to do that's unoerta1n. 

That ' s right. 
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H .~t .Jr: 

E: 

H.&.I .Jr: 

E: 

H.U.Jr: 

E: 

( 

-. -
And :you oertainl:y don 1 t -nt to be 1n the -rltet 
at the t1ae you haYS an:y kind ot financing. 

That ' e right. 

So that it seems to me that it's now or neYer. 

Check all around, yes. 

All right, t i ne . 

Goodbye. 

Goodb:ye. 
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Operator: 

H.l.l .Jr: 

o: 
H.Lt.Jr: 

Hello 

Wr. Butterworth. 

Thank you. 

Go ahead. 

Hello . 

November 9, 19~7. 
11:57 a.m. 

20:; 

Butterworth : Hello, how do you do, sir? 

H.M.Jr: 

B: 

H . lo! . J r: 

8 : 

H.M.Jr: 

B: 

H.U.Jr: 

B: 

H.I.I .Jr: 

B: 

H.U.Jr : 

B: 

H.IJ .Jr: 

B: 

H.JA,Jr : 

B: 

I' m fine . Butterworth, what I wanted was just a 
little gossip on the reaction to what I sald 
yesterday about gold leavi ng the country. 

Well, your etatement had the desired effec t . 

Yea . 

It's been quiet t oday . The trend has been reversed, 
at least t emporarily. 

Yes . 

I t hink it w111 take a day or two t o work itself out. 

Yes . 

There was stil l some signa of a demand for gold thle 
afternoon. 

Uh-huh. 

As you know the of gold was six and a quarter, 
and with a premium of only one s.IU.ll1ng and fourpence. 

Uh- huh. 

The dollar has been dead this afternoon, but not only 
are eome of the continentals reversing their poe1tlon -

'yes . 

But t here 's been some buying on commercial aooount 
ae well. 

Uh- huh. 

And I understand from one of the dealers that there's 
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B: 

H.M.Jr: 

B: 

H.W.Jr: 

B: 

H.N.Jr: 

B: 

El . lt .Jr: 

B: 

H.M. Jr: 

B: 

H.M.Jr: 

B: 

H .}LJr: 

B: 

H.M.Jr: 

B: 

H.U.Jr: 
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bean eo•• bU7ing ot dollars on behalf ot Ohina. 

Uh-huh. 

The Bank ot rran.:e, aooording to •:r intor~~~a t1on, hae 
been bidding tor dollars, while the British controls 

here haYe been eelling them this afternoon at t1YB 
dollars to one pound. 

I eee . But the general etreot wae good. 

Ae tar ae the general atmosphere 1s concerned, I think 

that the raoil1t;r wh1oh your statement gave to the 
exchange situation has helped the coamodity markets 
ae well. 

Good. -- -
They've strengthened up in th1B COUntry; ;nd oopper,~--
for instance, went up to 39 pounds, tor instance, 
this morning. 

Uh-huh. 

And the stock exchange has l ikewise strengthened up 

a little bit. 

Good. 

There 18 still a general atmoephere, ot course, ot 

uncertainty. 

Well, that's to be expected. 

And, even in the short time t hat I've been back, three 

weeks, I've noted the change in the atmosphere here. 

Xes. 

It's become more uncertain, and every day it's becoming 
more e.~parent to more people, that the key to ~he 

position liee in t he United ~tates. 

Uh-huh. 

These people here, as you know, sir, ere .ore eue­
ceptible to the movements in the co~odit;r markets, 
than they are to the •oYement in the stock exchange . 

I eee. 

And the deolinee in the oomaoditie• put the tear ot 

God into them. 
Uh-huh . 
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B: 

H. t\ .Jr: 

B: 

H.ll .Jr: 

B: 

H.ll .Jr: 

B: 

H.M.Jr: 

B: 

H. JJ , Jr : 

B: 

H. l! .Jr: 

B: 

H.I.I .Jr: 

B: 

H. U.Jr: 

B: 

H. W. Jr: 
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The government is concerned that they have been - they're 
making cred1t pretty stringent now, and t hey seem to have 
gotten control of the government security markets. 

I see. 

Britieh governments have been ap?reciat ed, but there 
have been rumors here t hat - that is preparatory to 
the issuance or a new loan. 

Uh- huh. 

But I have no - I have made no official inquiries 
about that, but personally I should doubt it. 

I see. 

I think they're trying to use that as a measure or 
establishing confidence. 

Uh-huh. Well, that's about all that I wanted. 

Right, sir. 

Uh - that's all- you ' re all right, are you? 

I am very well, sir , thank you. 

That's good. 

Are there any - I am going to see Phillips shortly; 
are there any particul ar questions you'd like me to 
take up with him? 

No, no. 
He asked me last time , he said "If there's any . 
particular t~ng that your people want, you Just let 
me know", eo I thought I'd pass that on to you, when 
you telephoned me next, eo in case there was nnythine, 
you could just give me a flash . 

No, everything - I eaid everything tha t I had t o say, 
yesterday. 

Good. Right, sir. 

.Ul right . 

Thank you very much. 

Goodbye. 
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H.U.Jr: 

Operator: 

H.lot.Jr: 

0: 

H.!J .Jr: 

LaGuardia: 

H.U.Jr: 

L: 

H. AI . Jr : 

L: 

L: 

H.!L Jr : 

L: 

H. l& . J r: 

L: 

H.IA.Jr : 

L: 

H.~t .Jr: 

L: 

H.lt.Jr: 

L: 

Hello. 

Nayor LaGuardia. 

R1ght . 

Go ahead. 

Hello. 

Novecber 9, 19~7. 
12:55 a . m. 

Hello, llr. Secretary, how are you? 

Fine. Wy belated congratulations. 
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Thanks very much. Say, I suppose you're coming to 
the fo otball game. 

(laughs) I' m havine a football game or my o~n, I'm 
talking - I'm spending Wednesday night in your city. 

Oh, and then you won't- w111 you be in town next 
Monday, in Washing ton, I mean? 

Yes, yes. 

I'll be t here Monday, Tuesday and Wednesday. 

Well -

Can I phone your office and make an appointment t hen? 

Yes, would you 11ke to have lunch with me Tuesday? 

Yes. We'll do t~t, I' m there with the conference 
or mayors, eo may I telephone Monday morning if I 
c~ do 1 t llonday or Tuesday. 

Well -

Because we have one luncheon ~r the mayors, see. 

Well , you -

And I don't know what day it ts. 

Well , wonday, I usually lunoh w1tp t he President , but 
either Tuesday or Wednesday -

All right. 
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L: 

H.IJ .Jr: 

L: 

H.M. Jr: 
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Wou1d be t1ne. 

Then I'll phone you Monday. 

Thank :you. 

Thank you, very muoh. 

Al.l r1ght . 

20S 
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,, .-PAJW>BRA&• Or f.UGIWl UC.ITCI 

J'JlOII& Aaeriou ..,. .. ,, Par1a, Franca 

DlT., IOY•ber 9, 1937, 9 ... 

10., 157'7 

J'JlOM COOHRQ, 

Th1a aorn1ng I ratU1'DII4 from Baeel where on Bwld&:r 

and Monda:r the d1reotora of the BIB ha• their meetiQS. 

The .ubjecte dieouaeed in the main were the aucceaaor f or 

Que~y &I general manager, capital movement•, and gold. 

J'ollowing the confidential meeUng on Sunday of 

the central b&nlt goyernor1, Qoyernor rourn1er told me that 

they had d11ouaaad the general managership . Be 8&1<1 he 

did not preu for a vote on naming a Frenchman because he 

yoasibly 
felt he might/not h&Ye been aucceaatul . J'ournier 1a Yttry 

woll thought of by Trip and aoae of his othor oolleaguea, 

and these colleagues of Fournier' a would not nnt anything 

to happen in the BIB which might be interpreted in Franca 

as a reflection upon J'ourn1er 1 s ability to hold hie own 

w1 th his f rienda at the BIB, The auggestion ns lllll.ds by 

Trip to haYe a Frenchman appointed for one year with the un­

derstanding that in t he meantime a study ehoul<1 be •de 

of the question of general reorganization of the BIB 

ma~•ant. It 11 not bellned that aucb a tentathe 

arran&eaant would be accepted b:r a rrenobaan. Therefore 

there were ~ infora&l oonferenoas on the aubjeot of the 

general 
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general ~uac••h1p. Jlolrner, the •Uer wa11 DOt broupt 

up 1n the off1o1al aeeUDg, an4 no deo1111on will be t&ltllll 

before the board aeeU~ tn Deo•ber. It wae nen eucaene4 

tbat the deo1e1on be polltpone4 until ne:n Jlar wh• the 

annual aeeUng 111 hllld. 

lllD BI:O'l'IOJ 011. 

BULLU''r. 

U.:Lft 
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P.lJUPBRASI OF SIOTIO• TWO OF TILI GRA.II •o. 15?7 of 
• o•eaber 9, 1937, fr011 the herican lllb&esy, Par h. 
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It is thought that somo of the directors who really 

are in fa•or of entire reorganization on an effio1ency 

basis will in the end vote for a French general manager 

rather than risk injury to the in1titution. There is 

not much cause for the French feeling that t he Bri t1ah are 

in favor of GerJDan aaaiotant general manager Hechler for 

the poet as a nice gesture t o Germany; Hechl er himsel~ - . -~--

doee not want i t. The Germane furthermore prefer con-

tinuance of the pr esent system of replacing an officer 

~ith one of the same nationality, lest the origi.nal 

assistant general manngerahip of Germany eventually be 

lost . For the same reason the Italians wani cont1n~nce 

of the system aa at present they have the secretary gen­

eral•hip. 

The BIB President , Beyen, still hopes he can make 

a visit to t he United States but until the above question 

i e settled he will not be able to le&"f'e his post . 

The Gover nor of the Bank of England, Norman, t old me 

that just before he l eft London to attend thie meeting 

t he Chancellor of the lxchequer had t old him that an 

arrangement w&l be ing sought by the lliniotry of rtnanoe 

of rranoe .t~ereunder one-half of the Lo.ndon Banking Credit 

to the French Railway• would be paid at maturity, and 
the 
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the re.&inder oonaolid&ted into three-year bonde with no 

eeourity to be pledged for thia part of the 1au1. The 

Governor eaid that when he got bact to London he would 

take this -.tter up with the oi ty banter a. Be bollevecl 

that the banters would be willing to extend one-halt of 

the credit for s&y six montha, but that oon .. l1dat1on or 

withdrawal of exist ing security prov1eions would b• opposed. 

Governor Worman said be 1s not at all oonvino~ that 

:rranoe is soUDdly on the way to financial recovery, and 

he believeo Fr&ncs -.y yet have further serious diffi­

oultiea. Bo said that in his opinion the recent cantonal 

eleot 1ono and party oonventione have ohown the mere 

glossing over of a fundamental differeo~e of policy and 

opinion within the Popular Front party. lfo important 

return of oonfidsnce ti anticipated by Norman a s long 

as the real situation of the Governaent and its ineffec­

tiveness in solving really basic problems are known to 

the capitalists. lorman does not thint that a liberal 

poli cy can be followed successfully by a Left Ooveroaeat. 

Therefore it would not be a surpriaa to him to ••• fur­

t her deterioration follow the present period of respite 

1n J'ranoe. Attar Parli&•"Dt reoonvenea and actual faalinle 

are diaolosad, he eaid, another Blu. Oovarnaent and ex­

obange control might r..W.t. In hie opinion the eleotione 

proved 
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pro't'ed that collditione in rranoe are not yet aufficienUy 

bad to demand that a Center Goverment be aet up, and 

ae thi s ie politically impossible, he thinka that if the 

Chauteapa Go't'ernaent fa1la the ning will be further to 

the Left. He expressed the be lief that France can be 

more genuinely aided by being told the truth than by 

paying nice coapUments to her. 

Governor !lorman said that the inetab1lity of the world 

situation ie reveAled by the recent market oollapaee , 

movementa of capital and fluctuations of currencies. In 

nie mind a problem is still pr eaented by the gold aitua­

tion. At the present price ho does not want to take any 

more than he must . I asked Morman whether at present he 

wae not losing a fair amount of gold; he replied that 

the lew millions now going to Franoe did not amount to 

muc$1, and. that all too son he would be getting them back 

again. Each country, he said, should. look after ita 

own currency if it i o at an able to, and he recosnir:ed 

that France d.id not ha't'e sufficient strength to do thi1. 

I ·gained the impre88ion froa thie and a related rM&rk that 

he d.oea not wieh to aupport the dollar and earmark gold in 

our country. 

According to Jieaeyer the French 1ituation ia still 

doubtfUl. 
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doubtful . Be said that the etoriea o! Bonnet .aneUYering 

within the Cllaute11pe Go'l'erllllent had not b4 a good illpree­

lion in London. 

In atricteat confidence Go'l'ernor Trip told ae that 

the Br1 tieh authori Uee had intoraecl hia a !ew days ago 

that they could not be looked to to take dollara against 

gold in unlimited quantitiea. Trip aa you know bas been 

oon ... erting gold into dollara at Londoo, the dollara being 

purchaaed in Europe to steady the flor in- dollar rate. 

Trip baa been regularly t ranaterring into gold in t he 

United Statea onl y those dollarc bought for h1Ja i n •ew 
York by the Federal Raaer'l'e when the Netherlands Bank was 

closed . The abo'l'e notice was received by Trip just 

about tbe tiae t hat an important premiua on gol d was 

developing on tbe London market. 

IND SEOTIO• s TWO THRD AID rouR. BULLITT . 

:U: L1"f 
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Of aOY .. ber 9, 1937, from Paris. 

Trip had to change his practice , since he -s conrtaced 

that the Brit1ah were willing to eee t he dollar drop to 

a point which might in reality be considered an e~ort 

gold point for !lew York via-1- vis London, and .tnce he 

f elt they were not willing to take all t he dollars which 

he might accumulate. Trip would have been flooded with 

dollars, which perhaps he would not have been able to 

dispose of in London, if he had continued to hold the 

florin-dollar rate steady irrespeotiYe of the change in 

the dollar-sterling rate. Therefore he began to let up 

on hte dollar purchases last week, allOiring t he dollar­

f lorin rate to weaken and he started purchasing sterling 

and converting the latter into gold ln London. 

The •etherlands Bank Gover nor dose not believe that 

216 

the world is entering a second economic depreeeion; he 

looks for improvement 1n the United States and elsewhere. 

This improvement would be facilitated if- ae ie ezpeoted 

by aoae obaer-rere at Basel - the Japanese may be eatiefied 

with their achievements in China by the end of the year, 

and if by Spring rranoo gains control of Spain. This 

period of deflation, he said, helped induatriea in the 

Netherland Eaat Indies to get on euch a basis that even 

now 
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now t hey oan .ate good profi'e de8pite the recent price 

drop for rubber , eugar and tin. Trip 1a still of the 

opinion tbat a&Buranoe t o the world that the dol l.ILr ' e 

gold value will not be changed woUld go a long way toward 

aiding recovery in general . 

Governor Trip said he wac a little unhappy when he 

learned of BachMnn ' a plane, anno1moed on Monday to the 

press , for checking the influx of funde into SWitserland. 

This plan, Trip believed, would be only partly effective. 

Be said oven if it were eff ective it wou1d siiiJ)ly cause 

trouble for other countries of capital refuge - such as 

t he Jetherlands. He prefer s a more natural sett lement of 

these pr oblems, believing t ha t most of thea will be 

worked out in tiae. 

I quote below the English t r anelat ion of the French 

draft of the confidential Gentlemen ' s Agre8111ent between 

the Swillo Battonal Bank and the bankc in Swi tserland, 

a aUIIII&ry of which was given to the press by Bachllan!ll 

END SECTION JIVE. 
BULLift. 

U.:Lft 
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RB GRAY 

Paris 

Dated November 9, 1937 

Rro 1 d 3:45 p , m, 

Ztorctnry of State 

::ash1ngton . 

1577 , Mc.vL·· :_ -- 9!\$ ? a . m. (SECTION SIX) 
a aa ..... -

"~h . --'· ti t . -• E o.u.=s. pP.l" ts o t nt 'Ortsrnt convention, declare 

themsr lvrs prepared to aid t hE National Bank in its efforts 

t o rrdncr thE ExcEss of forEign deposits accumulated in 

:~vtitztrland , within the framEwork of thE measures outlinEd 

bElow : 

CnE , In thE stnsE of thE present convention all 

· oldin,.. s with Swiss francs of fortignrra domicilEd abroad 

Vlill b e considEred as forEign holdings . Also thE banl:s 

will OE orrparrd, according to thE orovisons of tht ~rEsEnt 

cc.nvrntion, to dral with t ht hol dings dE positEd in tht name 

of a ~wiss holder of an ac~ount (individuals and legal 

rnt 1t1E3 , financial comcanir c and holdings, Et cEttra) but 

218 

in rc ('ard to which thr. ~nk knows or is in a position to 

know that such holdings art not thE propert y of the Swis :~ 

holdEr of an account , ~ut o foreigne rs . ThErE will comt 

undtr this catrgor~ notabl~ the holdings of holding co~panirs 

t :ta~lishEd w1th Sw1t ztr1 and for tht purpose of managing 

forEign 
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.forEign .funds . 

Two. From thE datE of thE com.ing i nto .forcE and 

during the li.ft of the prEsEnt convention the banks under­

takE to suspend all intErEst allowances on all foreign 

sight deposita with Swiss francs . Maturing time deposits 

with Swiss frnncs as WEll as new time deposits , will bE 

ass~~latcd to thEsE sight holdi~a unlEss they art firm 

for ninE months minimum. 

219 

ThrtE . ThE banks undertake no longer to accept forrign 

sight deposits but only at thrEE months firm at lEast . 

Pour . ThE banks undertake furthermore to inform forEign 

holdErs of accounts of deposits already Exi8t1ng and to thE 

EXtEnt to which thESE dEposit s EXCEEd t hE balanCES at Stpttm· 

bEr 30, 19~, that thEy art bound for thrEE months , anG aa 

concErns sight deposits , for as lon~ as thEy still Exist 

with th£ banks on DEcEmbEr 1 and as concErns maturing timE 

deposits , for as long as they still remain with thE banks 

on!: month aft er maturity. 

FivE . The fixed deposits , in thE sense of Articlrs 

'i'hrEE and Pour, which arE bound for period of lus than six 

months , will be subject to a commission of one percent per 

nnnu.m. 

Six . ThE 
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RB - 3- No . 1577, NovembEr 9, 9 a . m. (SECTION SIX) 
from Paris 

~ix. ThE following art ExcludEd from t h£ t i mE limits 

and the commission providEd for undtr ArticlEs ThrtE , Four, 
and i ive: 

(A) ThE accounts ot banks in so tar as thEir 

total corrtsnonds to thE amounts nEcEssary tor tht 

otttlemEnt of normal bus inEss r Elations; 

( B) ThE accounts of co~~Ercial EntErprisEs in 

s o far os thEy s ErvE commercial purposEs with SwitzErland. 

BULL ITT 
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(C ) The accounts of individuals and of lEgal entitiEs , 

not int£ndtd for commErcial us£, which hav£ bEEn opEnEd 

in ~orElation with a dEposit or SEcuritiEs and thE avrragE 

holding of which doEs not rEach 20, 000 francs-- during, 

respEctivEly, thE sEcond half of 1937 , thE first s~x months 

of 1938 , and thE last six months of 1938. In thE EvEnt of 

a ourEly tEmoorary passing of this limit, as thE rEsult of 

a crEdit of coupons or as a rr sult of thr rrimbursr~cnt of 

sEcuritiEs , th£ provisions of Ar t icles ThrEE , Pour, and 

l?ive will not bt applicable; 

(D) Foreign dEposits which nrc 1ntrndEd to cover 

maturEd intrrest, thE amortization or th£ rEimbursE~rnt 

of crEdits and of l oans in Swi ztrrland , 

SEvEn, ThE banks will rEfusE thr safrkttping of 

''"iss bank notre in opEn accounts for thE account of 

r orrignrrs , At thE tim£ of the oprning of nEw firm deposits 

and 
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and at th£ tim£ of rEnting nEw safE OEposit boxEs, thE 

baru•s will requirE from fortign cliEnts a writtEn dEclara­

tion, ~n a standard form for all banks , attEsting that 

t11£-- Wl ll not g1 VE Swiss bank notEs in d e:posi t or that 

thEr havE not dtposi t Ed such notEs in tht safe dEposit 

box . This wr~ t tEn dEclaration will also bE dEmandEd whEn 

thE occn=~~n ?rEsEnts itsElf from holdErs of dEposits 

alr.o:ady tx~st1ng and from prEsEnt holdErs of safE dc!)os~t 
boxEs , 

Eight . T!'\E banks will 01dhErE to this convEntion 

unon thE condition that thE Swiss National Banlt and thE 

OfficE of Post&l ChEcks wi ll also a~ply thE nrEcEding 

pro,-13ions, nnd that thE Swhs National Bank will bind 

all banks and bankErs likEly to handlE mattErs with fortigr. 

c t•.stomErs to adhErE to thE convtntic-n. 

NinE • ThE convEnt ion will comE into forcE on Nov­

EmbEr 15 and will havE EffEct up to DEcEmbEr 31, 1938. 

At lEast thr££ months bEforE this da tE, th£ Swiss National 

Bank will communicatE with thE banks in cast a rEn£wal 

sho1.>ld apptar opportunE to it , " 

(NotE: I n th£ r£vis£d tExt or which no copy is yet 

avai lablE , thEr£ will appEar an addition undtr ArticlE 

Six 

Regraded Unclassified



no -::- ;;o . 1577, NovEmbEr O, 9 a . m. SECTION SEVEN 
.from Pnris 

223 

GiX' •.vh·.ch providEs thnt forugnrrs with .finnncinl intErESt s 

in Cwltz£rland nrt pErmittEd to hnvE on dEposit 5, 000 

Cl'li03 francs without po.ying comzuission) . 

BULLITT 

SI..:S 
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PARAPBRASI 01 SEOTIOIS IIGH! AWD B1Nt OF TELIGRAK !0, l 577 
of Iov•ber 9 , 1937, fr011 Pari e. 

The central bankers who were at Basel w.re quick to 

pick flawa 1n the plan quoted above. The O'llllerc of flight 

capital aeek1Dg refuge i .n Swit zerl&nd who do not want to 

leave their funds aa long as thia regulation (oaiRoion) 

can circumvent it by purchasing Swisa bank notes and hold­

ing them outside of SwitP.erland, or by tnveeting in real 
in 

proper~!~ Switzerland or/aecuritiea, including governm~t 

bonds. Should theae owners challe to invest in government 

bonae, the Swiss Government might have a real problea on 

1 ta h1111da if ctu.piDg of t hea wae once started by foreigner.. 

I had several tallte with Bacblll&nn. The large influx 

of foreign bonds ie a source of concern to him; he is 

particularly concerned over the extent to which Swiaa and 

soae French are turning i nto Swiaa franca their Aaarican 

securities or bank deposita. He said he bad to talte 

21,000,000 dollars one day last week in spite of the 

shifting t&otica followed by the Swiss contr ol. During 

the past six monthe he bae converhd into dollars all of 

hie etabiliz&tion fund, most of hi e other foreign exchange 

holdings, and some of hie gold. Be now finds that fear 

of turther dollar devaluation hae seriously alaraed the 

Swiu . BaobMnn arra nged for Solmorf, hie exchange expert, 

to c011e to Basel to talk with ae on Monday afternoon. 

They 
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Ther p.ve •e a nuaber of questions on gold and dolla:re 

which I aball repori to ihe Treaau:ry on •Y Yieit to the 

United Statee. 
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The President of the BI8, Bey en, also dieouseecl with 

•e gold pr1Yilegee for the Bank. Beyen does not thinlt tbat 

there will be a change in the Yalue of the dollar. He 

belie...ee that the longer gover1111ente fool around wHh 

..n&ged currencies the stronger will be the e...entual oluor 

for an international gold stanclard syat811, and perhaps 

there will not be so lD&Ily inno-..ationa therein a• bave been 

anticipatecl during the past f n yea:ra. 

From another aouroe I learned, incidentally, that at 

the inforaal meeting on Sunclay the fact that the BIS ie 

long $6,000,000 was aade known to the Goyernora. The 

otatement was made by Schacht that he did not trust any of 

these foreign currencies, and he augge8ted the un...arying 

Reiob..ark a8 the proper aediua f or BIS inYeatmente, unleee 

a guarantee of convertibility into gold of any Swiee france 

they might hold cou1d be given by Bachaann. Baoha&nn'e 

al:reaciy heavy spirit 'II&B further dep:reeoedl11y thio teaeiq. 

The management was given no ineti tutiona(inetruoUonat) about 

the doll&re, but thil oco&8ion '11&1 taken by Rooth and Trip 

to exprea8 oonfidenoe in the Aaerican curreucy. 

J.t Basel the one •oet nerYOUI about the ciollar' 1 future 

'11&8 
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was Baobm•nn, but most o! tho banlr.era there wore die­

appointedwi th the Aaeric&n s1 tuation. Ther were not at 

!IJ.l sure that we m&f not continue to contribute to tbl 

uneaaineaa o! the world. It waa tbe oonsonaua o! opinion 

that nothing would lead more direotlr to coaplete obaoa 

in tho wor ld's ourrenoiea than further dollar dBTaluation. 

END SECTIONS .EIGHT .lND NIU. 

BULLIH. 

lt.l: Lft 
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P.t.RAPBRAP OP' SIOTIOIS TD ILIYD .lliD 'l'RLVJ: or TILmJWI 
Jo. Hi?? of Jonaber 9, 193?, fro• Parte. 

These central bankers reason that the dollar rate will not 

be lowered by the President beoau .. (1) cines the last 

depreciation he appa.rently has come to distrust monetary 

manipulation, (a) the cost of liYing would be increaaed, 

(3) the dollar sterling rate is now around five dollars 

and not four twenty four - which would merely provide gold 

producers with a fUrther subsidy. Some of theee observer& 

a t the same time reason, to put it concisely and souwhat 

brutally, that the President has given attention to 

emergency aeasures rather than to t hooe that are constr uc­

tive. .l spurt through spreading purchasing power has 

resulted fro• theee 811lergenoy measures, such as the N.R • .l., 

the bonus to the veterans, silver, and t he public worlte 
they 

prograa; the for ce of these meaw.res 1e spent, and/ cannot 

be rspeatedt t heir place bas not been taken by normal forces. 

Furthermore confidence bas been shaken and peace has not 

been made with business interests. The question is asked 

whether the President as the second term advances can reach 

a successful 111Utually trusting coaprolliee with these business 

interests, whether big business would rather see the .ldlliD­

istration fail at t his late day, or whether deeperate eaer­

gency aeaeures will again be resorted to by the Predd«nt. 

European observers are disturbed by t he latter poeeibility, 

including conceivable monetary chaD&•• 

I had a talk w1 th Schacht , in which he diecuesed 

everything 
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nerything froa Bedaux io China. He relAted to .. thai 

at a pa.rty ghen by Oonaul General Jenkins a lAdy guut 

asked him a queeiioa io which he ga•e a jolting reply - not 

knowing she was a newepapeno~~&n - which she i-ediately 

cabled to her American paper with the resultant injuriea 

to atory that Schacht waa out of the GoYer1111ent. While 

we were epee.Jti.ng of Japan, I resarlted thai Japan' a policy 

would certainly not make friends for her, would destroy 

her currency, and oheolt the adyanoea made in the past few 

years in world trade. Schacht agreed with all this, saying 

that the military powers 1 in some countries• seeaed bent 

on destroying those countries. IIXIIIIXIJIJI'IIIII The 

undertakings and standard of l1•ing of Japan, Italy all4 

Oeraany were compared by Schacht, and he insisted that 
t 

this country was still better off than the othere were. 

There ia a consensus of opinion on the part of Schacht'• 

f riends t hat within the next few daya he will definitely 

leave the Wini.atry of Economics since he has not Obtained 

suff icient concessions from Hitler and Goering on account 

of his resignation which he tendered on the eighteenth of 

August. He cannot run the ll:1nistry independent of the 

tour yea.r plan, and prefer• to lea•• to tMxp• a Goering 

the undiY1ded reaponaibllity. The pos aibility was ez­

preseed by soae of Sohacht'a frienda thai on April 1 Schacht 

~114 Under GoYernor Dreyae will lea•• the Rsioheb&nk. 
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Soae obeerYere think, on the o~her band, tbat b,rore that 

~iae Hitler will have eo thoroughly realized t he folly of 

permitting t he military to get control of German eoonoaioe 

that he will a&ke every ettort to keep Schacht in the 

Reiohebant and will keep hia in the Oabinet without port­
folio in the interim. 

The opinion wae expressed by observers that Germany 
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1e at preeent losing a great opportunity tor increaaing her 

world trade while othere &re engaged i n aratng or in t 1ghUng. 

In t he present oirCUilatancee Oerany 1e preventecl. !ro• being 

a dangerous competitor because her first attention is t o 

munitione and because of her procl.uotion with uneoonom.ioally 

prepared or obl&ined aateriale. A crash in Germany is not 

expectecl. by any one. Oel'III&Dy baa enough food alld aateriale 

in sight to carry through the coa.i.ng winter. 

Just now J anseen 1s Acting Governor ot the Bank of Bel­

gtua, and he caae to Basel tor the f irst time at t hie month'• 

meeting. The former Governor, Franck, lett the Belgian 

Bank, eevering all connections when hie vacation atartecl. 

in antio1pat1on ot retirement becauae o! age at t he end of 

this year . 

I wa1 intoraecl. by Galopin, the Belgian indueu ial direc­

tor, that he t hought Janseen had a good chance t o aucoeecl. to 

Franck' a poet; he does not t hink that Paul van Zeolancl. will 

be 
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be cons1dere4 any more. van Zee~, he said, wae contin­

uing 1ri th hie world economic study but 1n the preeent cir­

cumstance a thie taelt ill hopeleee. I wae a eeure4 by Cl&lop1n 

that the lateet depreciation in the French franc could be 

wi thstood by the belga. 

There was not ae 111\lch diecueeion &bout the French 

situation &s there uoually is. Pleasure wae expre11ed by 

everyohi at b~!_flight progress rrance has a&de, but no 

one is yet conTinced that there will be entirely e1110oth 

going for that country. The French GoTernaent i s payiug 

almost seTen per cent for doaeetic borrowing which fact 1e 

not conduc1Te to optiai•• 

lfi th regard to the Japanese situation, no one expects 

sanctions einoe they would not be effective without war. 

Dec8111ber 13 has been set for the date of the next 

meettug. 

END W:SSAGE. 

BULLI'l'l'. 
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AgrEEMEnt tnttrs into fore£ NJvEmbEr 15, 1937 to rEmain 
~~ Vi l1 '1 

in EffEct until DEcEmbEr 31, 1~38, 

HARRISON 

-· -. r LP 

GEntlEmEn's agrEEmEnt bEtwEEn th£ 
national Bank and Swiss BankErs 
Association with a vi Ew to rEstrict­
ing floating forEign capital and 
hoe.rdl.n~ of currEncy in SwitzErland. 
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PARAPHRASE or TJ:Liat.lK RJ:OJ:IVED 

J'ROII: Aaerican l:abe.oay, Parte, France 

nlTE: IDYe.ber 9 , 1937, 5 p.a. 

!10.: 1578 

FROM COOHRAN, 

O:t:ter o:t dollar s on Paria market was lighter today. 
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One Parie American bank purchaeed t wo and three quarter s 

million dollars for the French contr ol and a French bank 

did about t wo million dollars. The British control was 

reported this evening to be offeri ng dollare a t 5 . 009. 

French rentea are down and market sentiment i s not good. 

Whi le no tangible reason can be f ound, general uneaoi nese 

comee :trom fear that political difficulties arise when 

Parliament reconYenee and particularly that Blua may ca uee 

'Cr ouble. 

I had a visit t hi s afternoon f r om Morgan Paris partner. 

This obserYer thi nks that there has been improvement in the 

French eituation especially ae compar ed with what it wae 

a year ago. He does not f eel , however , t hat everything 

is clear :tor t he future. Last week hla fi r m i n l ondon met 

with Lazard and Rothschild to disouas renewal of the 

Briti sh banking or edi t to the railn.ye of France. J.aonc 

the banke which participated in thie cre41 t in London there 

is general :teeUng thd France should r epay the whole amount. 

11 y contact t hought it might be poaaible, how&Yer, for rranoe 

to 
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to get renewal for part of the oredii. Be th01J8ht H 

would be impossible to effect a change in the very nature 

of the credit through coneolidation into aediua tera bonde 

whi ch would probably have to be paseed on to the public. 

I invited to lunch at my home today Governor Rooth 

of the Swedish Central Bank. Governor Rootb oame f r om 

Basel to paris last night and will proceed shortly to Lon­

C1on on his sflllliannual tour of central banks. The Bank 

of France Governor, Fournier, a loo bad lunch wi tb us. 

Governor Rooth told us that during ~be past few weeks 

oueineaa in Sweden has slackened, but pressure for apprec­

iation of the crown, on the other hand, bas died down and 

it is no~ an~icipated that there will be monetary change 

in Slreden. The lar ge amount of gold which the Freooh 

fund had acquired yesterday while Governor Fournier was 

at Basel delighted Fournier. The attention bei ng given 

to the first gold llMpment from the United States to 

France amuaed him a little. Governor Fournier discussed 

wtth uo the French railw&yo and the real problee they 

pre sent t o f i nancea in France. Be anticipates an inoreaee 

i n rates of 35 percent, to be aade effective the fir st of 

J a nuary. In order to overooa e tbedefioit of the r&ilwaye 

they must either raise the ratee or there must be an i n-

crease 
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crease 1n tax .. io perlllit tile Treawry to cOYer the d.ef-

1o1t of '!Ohe ra1lwaya. It baa been oouidered. ju.t to 

ra1ae the railway rates e1noe rranoe already baa 111gh 

taxes bu.t compa.rat1Yely r•aonabla railway rataa. 

EJD KES8AQI. 

BOLLit'T. 

U.:Lft 
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D.t.T:t: •OYeaber 10, 193'7 , noon. 

NO . : 1582 

RUSH ntCil COCBR.t.lf. 

23 ... 

This morning at 11 o1 olock I visited the Bank of 

France . There was coneidera 'de deend for the dollar, 

and by t hat hour there bad been no operations either in 

dollars or· sterling by the French control. At the Bank 

it - • the opinion t hat the dollar scare - sa/-f'';;ld thU 
• rl 

an importanfcaus e waa the widely publicized shipment of 

gold froa the United Statee . 

The French stabilization fund as of thie morning 

contained in gol d and foreign exchange approximatel y 

eleven and one-half billion francs . This amount of for-

eign exchange holdings includes the Swiss franc proceeda 

of the r ecent loan to the French railways fr om the French 

banks; however either today or tomorrow t his 11111ount will 

be converted into gold, I n a previ ous telegram I reported 

that a gain of three hun4re4 !thy-five aillion French 

franca of foreign exchange u :n x1• h d "CQ was IIIS.da by the 

contr ol last Thursday , The contr ol gained forty-four ail­

lion f ranca on Friday, thirty-two million franca on satur­

day, three-hundred sixty-t wo million francs on Monday, and 

two hundred fifty-seven a1ll1on trance on Tueaday. 

I sail on the S8 QUEEN WoRT t his afternoon. 

BOLLift . 

.. . 
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London 

Dot cd llov mbcr 10 • 1937 

:tcc 'd 2 :10 p.,. 

Sccrzter: of StatE 

:·;as· ..ir~Gton 

705, Novcnbcr 10, 6 n .n . 

T:~n·E i ll little to add to t llt information givcn in 

yEstcrC:.c.y ' s tel cph onc convcrnc.ti on. 'i'h£ r cvcrsal of thE 

trcnr~ EffEcted by tl>c s t atoncn'o; r :: _ard1n;s gold exports 

fro;n Am< rica hils cont:>.nued. Cold r1as fi::o:etl. at 140 shillings 

2 p mcE the prDDium bEing reduced to 1 shilling l~ pence. 

The dc::mnd since fixin3 baa bEEn Within reasonable liru.ts . 

I n t h E circwnstanccs the dollar bas not "bEEn particularly 

activE b\:t tht movonEnt into the franc continw:a . 

T>E risE in Briti s h Govcrnmcrt scot\l'itic s is "orthy 

of no\;e and is not r.>trEl y a r tsul t of industrial uncer­

taict! a:s . There arc sisns t:.Ut the British monetary auth­

oritiE s arc attDD?tin; to make credit easy, that tl~y ~v£ 

ta~~n oohtr~l' of the gilt- edge marke t and arc cng1nctr1~~ 

th£ r!.oc in l3 r1tisb s tocka in the belief that it will bL\vc a 

bcnEf~cic.l paycholo3!cal Effect . 
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\'lnahlll$ton 

1:;::!5, November 10, 5 p . n . 

PO:l ':(. ~ TR ~St!RY • 

G:tAY 

Paris 

23. 

Datcc'l llovcml:cr 10, 1~'17 

REc'd 2 :10 p . m. 

~:ra('\:l.n; VIaS quiet on t hE exchange mark£ t here today 

and t~tE ,ound and thE dol lar moved wl. thin thE compe.r a t:•.vely 

narrol'l li.'1itS of 147 . OG to 147 .cg 29. 39 to 29. 43 respEc­

tively. There was evi dence t~~t uneasine ss with r espect 

to thE ~~~~e of the dollar ~as considerably subsided. 

ThE security markEt was !liOre cheerfUl all aro\md. 

~rntcs uained abOut 7S centimes. 

6ULLJTT 

10...P 
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