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October 1.2, 19~6 

At • aeet1ng 1n t.he Seoret.a.ey •a ort1oe t.111a 110rn1ng, 
he read t.o the SJ'O\.IP the at.t&o.lled drat\ ot a propoaed atat.e­
•ont 1D oonneot.1on w1t.h the ?reaaury announce~t. that. 1t 
would aell gold. The Seoret.a17 had written t.h1a out hia­
aelt and aaked the •en to go t.o t.ha1r ott1oea and at.~ 1t 
and otter &n7 auggeatlona or •od1t1oat.1ona and he would 
haTe another •eet.1ng 1n hla ottlce 1n t.ll.e afternoon. 
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Oc~ober 12, lQ36 

The Secre~ary was though~ he would uae t nle 
at h1a preaa conrcrenoe bu~ after ~h1nk1ns it over, 
he decided not ~o use 1t. 

... 
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1!Q.g_ Ut.ITUl I'RlSS - October H, 19U>. 9 

IICNSlU 

10111:.--TIII JTALlA. QMDIMIIIT, 111111111111 TO 1111' PIICU 

.AI TilE UVE1. 01 IIIP 1111 LIU lAS IIWAL•I LAST VIII, ~~ 

TODAY LOOSEIUIK: Of UIPOIT QUOTA~ A COWSJ!ODI'' llt!p UI~JOI 

OF CUSTORS IUTIES. 
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llond•f 
October 12, 1936 
3:10 p. !II . 

HUJr : Hello 

Operat or: Mr. Knoke 

HMJr : Bello 

Knoke : Yes , Yr. Secretary 

HUJr : I have Archie in here with me and I think today 
it'd be a Mistake to let sterling go below !our 
ninety unless there is a big drive on it, see? 
In other words, i! you can keep sterling !rom 
going below !our ninety easUJ' I•d like you to do 
it. 

lt: Yes 

HUJr : Wha t? 

lt: 

I:IUJr: 

1(: 

WlJr : 

lt: 

I:Uljr: 

lt: 

HUJr : 

1:: 

HMJr : 

K: 

HUJr: 

K: 

Yes , I t hink i t - I think it can be done. 

Yes - and now whether we convert into gold - we 
can deoide on how IIUCh. I! we only get fifty 
thousand I wouldn't convert, see? 

Oh, I see. 

See what I a ean? 

Yes, I under s tand. 

BOt the first thing, I don 't want it to go below 
! our ninety. 

Yes - All right, that can be done. 

Give out your orders and then let ae know. 

Good 

I aean 

In other words 

I! 70u cat a big drive, let's see - hello? 

What? 

10 
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RY Jr : 

K: 

BllJr: 

K: 

BllJr : 

-2-

It you cet - I 'll 11ve you an order now to ~U1 
a hundred thousand s t erlins at tour n1netr. 

Ye• - All ri&ht, I ' ll set bu•r· 

Thank you. 

Thank you. 

Three-titty three- titty. 

Regraded Unclassified 



October 12 , 1936 
3:10 P. lol. 

lolr . Ollpl\DJl t , Ur. LOchhead, l.lr. Upharn and Ur. Gas ton met. 1n the Sec1·etary ' a off1ce. 

l.(r . Gae t.on ea1d, "Tber·e 18 a rumor 81110ng the newspaper­
men t.na t. t.bere w1ll be a Join t. at.at.eoent. by !"ranee, Great Bri tain and ourselves at. 4:00 o'clock. I f1rst beard 1t from Ted Ooldsmlth and next from an A. P. man who 1e inter­
ested in bonds . • The Secretary Joki nglY said, "Uy sod, we will have t o get t.b lngs ready. Tha t ' s what comes from golng noraeback riding on Columbus Day .• 

Ur. Oliphant ea l d , "This 1s the form approved by the President. on Bept.ember 27 . • The Secret.ary t hen began to read: 
•sup;>lementlng the announcements made by hlm on January 31 and February 1 , 1934 , t o t he effect t hat. t he '!'reaaury would buy gol d , and on January 31, 1934, referring to the sale or 

sold for export, the Secretary of the Treasury stat.ee that, (hereafter, and unt1l , on twenty- tour hours notice , thla state­men t of 1ntent1on may be r evoked or alter ed,) the Untted States will a l so s ell gold t or immediate export t o , or earmark tor the account of , t he exchange equali~ation or e tabili~atlon funds or those countri es whoso f unds likewise are offering to s ell gold to the Unit ed Sta t. es , provided s uch offerl ngs or gold are at 
euob rat.es and upon s uoh terms and conditions as the Seoret.ary may deem most advantageous t o the public i nterest . • 

The Secre tary sol d, "Now let me ask you -is t.bat. the syet.em we opera ted on unt.il !"ranee went ott gold and Holland went. ott and Switzerland? Suppose t hey ask t.he question, would Belgium qual ify under that?• Mr. Oli phant. replied, "Assuming t.hat the lat est advioes are correct, to t he effect that she 1s still on an automatic gold standard, that' s true. I hope t hey don ' t ask H. • ur. t!orgent.hau sa1d, •suppose they ask. • ur. Lochhead sai d , "If anybody wants a test., all t hey need to do is to walt until t heir currency 1s above the gold point and applY tor a llcense .• 

The Secretary sald, •It the que&tlon 1s asked, wouldn ' t the beet way to L~ewer it be t.o say the question isn't. up tor con­s 1der at1on7 • Oeston sai d, 0 They wlll say , Doesn't that g1ve the speculators a chanco to shoot the currency?• ur. Oliphant agreed with the Secretary 's op1n1on, saying, •I would say t hat the question 1s not. up." !.Ir . Uorgent.hau then remarked, •I wanted that cleared. I wlll t ry to duck 1t.. We m~y have to to­n1gbt. We o.re supposedlY among friends. • 

Mr. Oliphant then sald, 1 Tbere 1& one other 1t em t hat la 
not on here that you probably rocall, but I want to be sure you do. I t 1s a matter that oame up in connection with 
Guatemala and llexl co. • ur. uorgenthau adde~ , 0And Ohlna. • 

12 
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Oonttnu1ng, ur. Oliphant s a id, 1 And we there acted 
specially on those countries, although they were non- gold 
countries . • Ur. Morgenthau replied, "I got t hat , and the 
ot her thing is , how about other countriee that want to come 
in-- we will take up eaCh country as t hey come in?• 

Mr. Gaston explained, "This statement we have doesn't 
name any countr ies, although it says a supplemental state­
ment ~111 name the countries. I haven ' t anything. Will we 
do that orallY?" Oliphant sald, 1 I might have 1t for you. 
It ' s only one line.• He then dictated: 

"The Secretary of t he Treasury named certa1n coun~r1ee 
as complying wlth certain conditions specified 1n press 
rel ease of October 13. " 

The Secretary s aid, •r think we ought to have that and 
have 1t mimeographed.• Ur. Lochhead asked, "That wil l be 
dated tomor row?• And ur. Oliphant said, 1 Then you don 't 
want to give it out until tomorrow? • The Secretary sa1d, 
•uo , tor tomorrow mom1.ng 1 s papers.• Ur, Gaston said, 1 Then 
I wi l l have to change it. • And Ur. Uorsenthau said, "That's 
all right. We have 45 minutes.• 

Mr. Oliphant t hen dictated the f ollowing draft of prese 
release : (Copyis attached) 

1 The Secreta.ry of the Treasury t oday named Great Britain 
and Prance as complyi ng with the conditions speci fied 1n his 
pres s release of October 13, 1936, t or the purchase of ~old 
f r om the United States tor l.mmediate expo1•t or earmark. 

ur. Oliphant t hen said, 1 A r eference to pri ce might in­
d icate t hat we ar e going to change t he price tomorrow or 
next day. I t hink t he point i~we don't want the price to 
come up.• 

Ur. Lochhead expressed hi s op ini on as follows: "You 
s l1m1nat.e one risk -- namely, foreign exchange speculation. 
Thi s , to my mind, would give the ldea t hat what we are doing 
is r eturning to a fixed gold standard. In other words, tho 
only way you can avoi d the risk of foreign exchange i e to 
settle gol d pointe with no changes and 1t gives the 1m­
pr ess ion t.hat we are going backto the old gold standard. In 
my opinion, wnen you eliminate the risk of foreign exchange 
you el1m1nnte the risk of sharp fluctuation tn foreign ex­
change; tn other words , iron out the ebarp fluctuat.lons. 

The Secretary asked Wr. Upham what he had, and he read 
n1s draft. (Oopy 1s attached) 

13 

Regraded Unclassified 



October 13 , 1936 

Tbe Secretary of tbe %rea sury today numed Great Britain 

w~ Fr~oce as complying with tbe cond itions specified i n bis 

press release of October 13, 1936, for t be purchase of gold 

from the Unit ed bt at es for immediate export or earmark. 
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The l evel of for eign exchange aa betvteen France, Groat 

Britain and the United States may be th&ugnt of as a triangular 

plane, each corner of wh ich rests on a stabilization fund , 

(As ot her countries are a dded t o the Gentleman's Agreement, the 

geomet1•ical form of the plane cay change, with a corner beine; 

added for each country, ) 

As tho l evel of the other t1Yo c01•ners riaes or falls , the 

country at tho t hird earner lUl&llk seoka t o restore equilibr ium 

by t he purchase or sale of tho currency of one ar both of the 

cooperating countries , The pres ent a.rrangemont permits the 

conversion of suvh a ccumulations of paper currency into gold, 

at pr ices fixed each d ay, 

This represents a divorcement of tho control of the fore ign 

exchange mar kets from the speculators in i nternational currencies . 

The responsible Governments of the pe ople will now cooperate 

t o brin~ about a greater stability of tho exchanges , Business 

men with merchandise t o sell abroad or who are impartine; !'rom 

other countries will be !'roe t o operate through their banlcs 1n 

regular and normal exchange operations . The internat i onal 

speculator, responoibla to no one and racognizing no flag in the 

conduct of his buainaaa, will not i .n tha futuro be abl"e, by 

rapidly shifting his funds !'rom market to market , to :Rail secure 

private a4x gain tbrougb stimula tion of chaos 1n foreign 

exchange. 
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Changea in !'oreign oxbh&ngo levela \7111 now b e permitted t o 

.follow the natl.ll'al now of' .fore ign trade . The risk o.r 

!'luotuatione due t o the operationa of' the international 

opeoulatcre will be largely removed. And yet the hand• of' 

Oovel'!Ullent will not be tied by !'ixed and 1n.rlex1ble gold 

rolatioaahipa auoh aa ex iatod under tho old atylo of' gold 

standard. 
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The Secretary then said, 1 I t h1.nk wnat I had better do i d not t o have a definite statement.• Mr. Gaston agreed. 

The Secretary continued: •one new thought I got ie this. I t hought I might say something like this -- that one or the things that worried Pres tdant Roosevelt the moat ror the 
first six months be was President was that he round himself in a vice of t he old gol d standard. In fact, in discus s ing i t with me, he remarked that hie hands and feet were shackled and it was n't until we found a way of fre e.•.ng him and this country from that vice that we were able to move forward. 
tiow, hav1.ng seen the country suffer for three years in this vice , we are going t o take migoty good car e not to fall back on t hat old fallacy. Now I shall never forget. The Pres­i dent Bald to rna , ' Henry, when we came ovor t here we found this method or breaking this t hing. 1 He said, 'Uy hands and fee t have been shackled and I havo begged the people in the Treasury t o find sooe way. Nobody could until we, over 1n 

17 

Farm Credlt , found a way and we a r e not going to let ourselves fall back 1nto the position t hat we are again 1n a vloe. This Administration will free itself from that. 1 That will answer tn1e t h ing of, are we going back to the old gold standard. All I can do 1& s1t here for half an hour and absorb 1t and t hen pray for good luck t o do th1s tiling. But t n18 thing t hat I have just said -- do you like 1t? It ' e true. And then let somebody oome back and talk about convertibility of gold and bringing back the old gold standard. I just hope and pray that s omebody will be dumb enough. But that's the way the President expressed it.• 

Mr. White remar~ed, "I t hink 1t would be excellent if t hey coul d get it in the press verbatum.• The Secretary then sa1d, "All I ' m trying to do is to get over to them that we are not going back. WhY? we know what that means. we are not going back and we are not going to find our hands and feet shackJ.ed by t his old gold standard. America suffered long enough , and on thinking it over, I am not going to do anything in any WSJ that anybody would think of as a elap to the State Department. I don 't want in any way to detract from llr. Hull. I have a half hour and I can build this picture up. I appreciate what each and every one or you has done very, vary much. 

"You all got your invitations for tonight , didn't you? What I thought I would do is this: I would do it like we d i d at Farm Credit Administration. I w111 appoint myself Chairman and as each question oomea UP, I will point to the person I t h ink particularlY suited to answer and l et him answer. So we won ' t fi.nd our people, t wo or three or t hem, Jumping up at 
once. • 

ur. White then said, •we didn't know lt was going to be used without an accompanying statement. • 
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Ur. Korgenthau anawered, 1 It th~ want more intormation, 
they can go back to Ur. Gaaton'e ottioe and Kr. Gaeton oan 
oall i n the neoeeaary people ~ go into aa grea t deta1l aa 
anybody wants. On this question ot the Suprema Court de­
oi~lon ot today, if there i s anything they want, I will Juat 
883 I haven ' t had tiae to study H. And 1t they want it, 
Oliphant and Gaston will put t hem in touoh with the right 
people. I oan't hit that today.• 

(At~chad are oopiee ot letters to the Fedaral Reeerye 
Bank: 1, Tranamlttins the new regulations; and, 2, oon­
atitutiong a license under the new regulations. Also a 
oopy ot letter to the Superintendant ot the United Statae 
A&eay Ottice, authorizing him to deliver gold bare to tba 
Federal Reserve Bank in view ot the new regulations . } 
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THE SECRETA RY OF' T HE TREAS URY 

WASHINGTON 

October 12, 1956. 

Dear Sirsc 

Tbia will confirm to you that tba s tatement isoued 

by the Secretary of the Treasury, approved by the President on 

September 27, 19S6, relating to the eale of gold, eonatitutea 

a license within the meaning of your lleonse No. NY-18-1, dated 

February s, 1954, as Ulended, and tbat.tlerefore, the gold sold 

pursuant to s ueh statflG\eot 1M¥ be bold by you for export t o, or 

earlll&l"k for the account or, the exchange eqWilir.ation or atabillu-

tion 1Uld purcbaeing such gold . 

I .f'urther continQ that lilY" letter to you approved by 

the President on Septeaber 27, 19S6, respecting the aOC!uiSition 

and use of gol d as provided in the above mentioned atf\tement, 

constitutes a license pursuant tc Section !54 of the Provisional 

Regula tiona issued under the Gold Reserve Act of 19!54, u &llllllded. 

Very t~ yours, 

(Signed) tlenry lolorgeothau, Jr . 

Secretary of the Treasury. 

Federal Reeerve Bnnk of !lew York, 

New York, New York. 
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Deo.r Si.rl 

lneloaed i& e. cow of a letter of autborization 

eent to the Federal Reserve Bank of Maw York. 

You are bereby aut.lx>rbed and directed , upon receipt 

of the eert.itication signed by the Preaident, or a Vice 

Preaideot, of t.be Federal Reserve Bank or llaw York to de­

Uver gold hera for any of the purpose& set out in the stat.e­

aent i ,aauod today, cow of • bich ill ucloaed, provided thet 

the certification of the Federal Reserve Bank atates tb&t 

the gold is acquired for any of such purpoaee and tb&t a 

credit baa been establlabed on the book& of the Federal 

Reserve Bank of lin York in favor of the Treaaurer of the 

IJilited States for the gol.d eo acquired at the rate of ~S 
(pl\111 one-qQ&rter of one per ceot) per tine ounce. 

Veey ~ yours , 

/a/ 11em'7 Morgeutb&u, Jr. 

Superintendent, 
UDited States Aasay Office, 
Me• York, New York. 

JDcloeuree. 

Secretar# ot the Tre&8\ll"'· 
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October 12 , 1936 . 

Dear Slr•• 
Tbie will COB1"1.ra to you Ul&t tile at.a~t ia..-l 

'b7 t he Secret&r7 or tile 'l'reuUJT, •P?J"Oftd bJ tile Praudct OD 

S.pt..ber " • 1.8!1, relatiD& to 1.bot .ale of sold, eoaet1tv:tee 

a liecau 111.tbia tte a nlill& of J Ot!r li~•• l o . ll-lt-1, dated 

Y•llr"GarT s, u z•, .. '""ft!d.c! , eDd tNt,~~·· the 101• eold 

t1oa r-1 purcba.UC .-cu:1t. pl.d. 

I 1'14-tber coat1.ra tbat rq laU«r to you e ;~pro.....S 'b7 

tbe Pre111.4ct on ~W.ber 27, l9~6, rMp~ot!.n& the ac .. ubitioa 

ud uee ot pl.cl aa proTidad i n tbe abo.,. aeot1oned a~u. .. t, 

lleplat.ioae baued UDder tba Qol.d Beaen-e Act ot 181141 u _ • .,. 

Yary t.rul.T youra1 

( Si gned) !lenry t.!orgen th«u, Jr. 

Secreta". of t!:>e '!'rei auJ7 . 

J'ed.-.1 laau •• 8uk ot ... t on_ 
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lle&r Slra 

iaelDaed 1a a cow or a l etter of autborhat.iaa 

eeot to tbe Fedaral Beaern llok or low Iork. 

Ioa are bereby aa tbol'b ed Uld dJ.rec1.&<1, 1lpolt r-ipt 

of the cutiticat.ioa aiped by the PreaU.t , or a. Vi ce 

Preaidat , or t.he Federal Beeerve &lilt or le• York to <1.­

Uver coJ.d bars for ezq of the s-'Jl05eB eat. otat. 1a the atat.­

- t b eued toc1a,y, copy or t~blCA i.6 Mcloaed, provi.ded t lat. 

~Ia corW1 eat1oa or tbc t'ederal Reael"fe &lilt et.at.ea tbat 

the cold i a ac.jaired tor ~ or ACb Plll'IIO• .. Uld that a 

crodit baa be• eatablhbecl Oil tbe boou o f tbe t'oderal 

Rasern. Bank oL le• Iork 14 favor or tbe Treuarer or the 

IJaited Statee t or tbe pl4 so ae<i'Qired at tbe rate of $~5 

(pJ.ua aae-qart.er ot oa. per ceot) pc.r t iM ouoce. 

Very tAl¥ yolll"a , 

1•1 lleary lloraut bn, l r . 

81perlatMil•t , 
llaited Stat.. u ee7 OL!ica, 
lew Iorlt, lew I ort . 

a.cla . ... 

Secretaz'7 or t be rr ... ..,.. 
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B.lf. Jr: 

Oper ator: 

B.ll.Jr: 

R: 

S.M.Jr: 

R: 

Bello? 

Gordon Rentschler calling . 

Thank you. Bello? 

Bello? 

Bello? 

Bello, Mr. Secretary. 

Yes, how are you? 

October 12, 1936 23 
3: 00 p.m. 

We've Just checked around the Street and hera 's 
about what we find. 

Good. 

Bello? 

Yes. 

As far as the bankers are concerned -

Yes . 

- there is no contusion. 

Yes. 

As far as the customers are concerned there is a 
good deal of contusion -

Yes. 

- because there has been so much newspaper comment 
about the statement that you put out. 

Yes . 

I f you' ll turn to Page 6 of the !imes, you 'll find 
that there ' s been a statement issued by the British 
Treasury -

Yes . 

- that when takjn into consideration with your 
statement -
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. lo!. J r: 

• M.Jr: 

.K.Jr: 

• W.Jr: 

.lo!.Jr: 

- 2 -

Yes . 

- clears the thing perfectly. 

In the New York Times? 

New York Times on Page 6 -the British Treasury 

statement plus your statement which was mar ked 
for release tarthe morni.ng newspaper s on Tuesday, 

October 13. 

Yes. 

Take those two things into consideration, and the 

bankers see the situation very clearly. 

I see. 

But the newspapers have fussed so much that ap­

parently the cust omer doesn ' t get the pi cture. 

Well , isn' t what is doing - what we hear !rom the 

Federal Reserve that they're calling up - the 
customers are calling up the banks . 

Yes, that ' s right . 

And the banks are explaining it • 

We ' re explaining it to a1l of them, and atter we 

give the explanation, they' re entirely satisfied, 

I think I ought t o make an extra service charge 

to the banks for that. 

Well , that ' s all right. 

(Laughs) • 

But I think that if they can sti ck r ight to those 

t wo statements -

Yes . 

- they' ll get entirely wise. 

But they' re calllng the banks and the banks are ex­

plaining it, ar en' t they? 

24 

That t s r ight. The banks are explain:ing it all along 

t he line. 
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R: 

R.II.J r: 

R: 

B. N.J r: 

R: 

B. II.Jr: 

R: 

H. li . J r: 

R: 

B.II.J r : 

- 3-

Well, that ' s what I hear . 

And I think that with your statement as you gave it 
out, and it you ' ll see the British statement, the 
two taken together makes it clear. 

Yes. Well then I'll just sit tight and leave it alone . 

It the newspaper boys wouldn't try to explain 
so much, it really would be better, but you can' t 
control that . 

No, I can•t. Well as long as - after all, as long 
as the banks understand it and they are explaining 
it, then I have nothing to worry about . 

That•s all right. The banks are explaining it and 
the operations are going on very SJDOothly. 

Thank you very much. 

All right - tine, and 1t there 1s anything further 
you let us know. 

Thank you. 

All right. 

Goodbye. 
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... . .. . 

R!IJr : 

Opera tor: 

HIIJr: 
L. W. 
Knoke : 

HIIJr : 

K: 

liUJr : 

K: 

1111Jr : 

K: 

HliJr: 

K: 

IDIJr: 

K: 

HUJr: 

K: 

IDIJr: 

K: 

IDIJr: 

K: 

Hello . 

l(r. Knoke . 

Hello . 

Yes, Mr. Secretary. 

lloMay 
October 12, 1936 
J:lO p . m. 

I have Ar chie in here with me a nd I think today 
it ' d be a mis t ake to let s t erling go below tour 
ni nety unless there is a b~g drive on it, see? 
In other words, if you can keep sterling from 
going bolo" four ninety easily I ' d like you to do i t . 

Yes . 

What ? 

Yes , I think i t - I t nink i t can be done . 

Yes - and now whether we convert into gold - we 
can d ecide on how much. I f we only get fifty 
thousand I wouldn't convert, see? 

Oh, t see. 

See wha t I mean? 

Yes , I understand. 

But the first thing, I don 1 t wa.nt it to go below 
tour ninety. 

Yes - • 11 right, tha t can be done. 

Give out your orders and then let me know. 

Good. 

I mean 

In other words 

If you g et a big drive , let's see- bello? 

What? 
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HMJr: 

K: 

B.IIJr : 

K: 

B.IIJr : 

- 2 -

It yo u get I'll give you an order now to bU¥ 
a hundred thoWiand sterling a t tour ninety. 

Yes All right, I ' ll get busy. 

Thank you. 

Thank you. 

Three-titty three- titty. 
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B. U. Jr . t 

Q. 

A. 

A. 

RSl'OR! Oil SBCIUiV.RY liORGS!t!l!AU ' S 
PRESS OOIIFSRKiC! , OCT\ls=:l! 12, l936 s 
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I thinlc I ' ll read this out 10\ld.. Thio 1a for tomorrow 

= rni ng newapaporo and it ' • t. statement being gi ven out , 

I believe , at t his mo""'nt in both London o.nd. Pari a alent; 

the """"" lines , by tho treasury in London and the Trea­
sury in Paris . Our otatel:lOnt reads as followa s "Supple­

ment1~ the announcement •• ••• • And also for tomorrow morn­

ing ' s roloaseo "Tho Secretary of the Treasur y tod~ 
JUUed Jreat Br ita in • •••• " I don •t knO?t whether you ' d 
liko mo to e:xplein first or aalc queatbna fir ot. 

ITould you explain fir st , pleaaet 

The wo.y I see this pioturo 11 aomethi ng l1ko thias Tho 

level ot forei"" exohan0 e , o.a between the United Sto.teo , 
Great Britain and 'Franco , '04:1 be though ot u a trian­
gular plane. Bo.oh cor ner rests on the foundation ot a 
ato.b1ll &at1on t\lnd . St~.c !t country oper o.t oo ita own ota­
bilizo.ti on fund to equalize ita own curronoy by buyins 
and sollin.; exchanc;o in terms of other ourroociea. By 

that I ..,an, in thia market we buy star ling or f r anoa1 
in London they would be b..tyinl; dollo.ra or tro.ncs . ..o 
oountry wishes , throu&h tile co operations , to o.coUJ:IUlate 

too much paper our renoy or tho other countr ies , and , 
thorofare , ne propose to por lllit each country to convert 

the ot .er countri e s • paper oonoy into &old, the pr ice 
boin3 fixed each day. This reproaents a divorcement of 

the control of the forei !;n exohan;;o market trom the few 

individua l international speculators . The re spo.naible 
t;overnJ:IOnta ot tho people will nO'ft cooperate to assure 
a minimum oxchan,;e fluctuation. &.osi.ne u men with mer ­
chandise to sell abr oad, or business men Who ore import­

in~; morohandioe , will be tree to operate throuGh t he i r 
respeotivo bo.nlcs in ro~<llar and norc.>.l oxchan,;e opera­
tiona. T .. o international apeouletor , rea ,onaible to no 

one , and recognizinG no f la0 in tne conduct of his business , 

will in t ho f uturo not be able by r apidly shirt ing hio 
funds trom market t o mnrket , to reap privat e o.dvanto.go 
tbroush atiltulatin;) chaos in toro1~ oxohan&<~ • • !,ow I •m 

at your service . 

You s~ that the r ate will bo fixed; why 1a i t bel.ns 

tixod oe.ch do.yt 

The price ot gold will be fixed . 

The prioe of goldt Ia that tho oll<le ao t ho exohanf><lt 
'Oiho ' a .,oint; to fix tho rat io botwuA tho pound and the 
dollar and tho rro.nc t !!ow will t hat bo arrived a tt 
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A. It will bo o.rrind at throusJ> t ho flow of &OOdo and aor­

vi~oa and other atooka , etc,, whi ch flow baok and fortn 

bo~oen oountriea e.nd thcae various mediWllll--tho trano­

aotiona that go into-- tho money tro.naaotiona that go into 

buaicoaa aa between countries-tho vo.r ioua act ivitie a ­

they will fix the r ate of excnanoe . In other warda , ~o 

do~d--whotbor thero•a a atron~ de mand tor dollo.ra or a 

str ong demand for sterling or franca a a buaicoaa f low• 

baok and r orth--thoae dolO&Jllia will necoau.rily fix the 

rate or t no dollar and the f'rano and tho pound. 

Q• In other wor da , you will allow legitimat e t r anaaotiona 

to fix tho r atet 

A. '!'he thing that we have acoocpllahod b ore in tho last two 

,..ek • is thiaa Tnat France haa realipd her ourronoy­

I think she uaod that · wor d rather than devalued--we call 

it deva lua tion, abe called it r e alignment . As I said 

befor e it -• t.ovelllbor '31 or the Fall ot ' 31 'llhen Great 

Britain devalued. 

Q. September . 

A. Se ptember , thank you . And you aee the abaca which existed 

in our _,. eta . ..ow hero an iaportant country lllce Franoo 

devalues and a ueat many other countr i e o--I don't know how 

many , I oan•t keep t rack of the thins it nappena eo fast; 

it •a ton , I believe , oowrt:r ioa that dovaluoo and tt.o 

buoinosa an that haa JDerchandiee in tranait-count the1:1 

please . 

H .~. Jr ., Inoludin~ France? 

Wta,Klot~a Incluoinu France. 

H.~.Jr . a Eigbt . Tohat nave we been able to acccmpl iaht Instead or 

AJDerican buoineos be ing CO!I:Pletely upset throu.;b ei;;M coun­

tri es deTalu1J1G, why '"' b&Ve bean able , throup. thie &(;J'Oe­

ment , to have an a bsolutely minilwll of diat uroo.noe , so tnat 

tho man who ia either buyin~ goo<la or aoll ing c oo<lo oan con­

tinue h is buaineaa in a perfectly normal -Y· In other 

word a , .... h&To _>raotioally taken the r iok ot foreip ax­

onange out or his caloulationa, and if we h adn •t ba d thia 

o.greement , it would have resulted- - no one cou l d nave told 

Wh&t t he reaulta would have boon, i f France had devalued 

and ""ven other ooulrtriea had devalue d , if we b&dn ' t had an 

underat~ to keep the dollar from tluotu&tinG too 

widely . It •a bo.d a ndniat.m of tluacu&tion &nd the i•portar 

&nd exporter baa been o.ble to so r igt>t a ha&d with hia 

buaicosa &nd he hardly knowa that these oountr ieo h& ... 
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devalued , if ne inter prets 1~ by the amoune of fluctuation • 
.• ow, after we have t;one aloJ13 tor two ""eka , the tire~ 
atep, I ~nink i~ ' s safe to aay , has r.et with OO=Plote 
auooesa , !low, in order to toke ~he seoond atep the three 
oountr iea feel and we feel t11at it ' • t o our a c!T&ntage t h&t 
we perlllit , on a r eoiproo"l buia , from d&y to day , tl,e 
givint; up of gold so that wo or Great Britain or Franoe 
do not ac01.1l'Ul&te too C'~oh or ~he paper currenoiea of eaoh 
Of the OOwn:ries , lo OW doea -chat giYe you a f~irly .:;ood ex­
planationt 

Q. LT. ~eoretary, what would be -che objection t o the accumula­
t i on of teo muoh paper? 

A. l think that ' s self- evident ) I don 't t hink ~ oountry, 
without r eflea-cion an anybady, wants to pile up & 1.ree 
t.mOunt or peper currency or the other country withou-c laloW'­

inc i~ oan convert in-co cold if it wishes to . It 's just 
&nother assurance th&t if they wish to , they h&ve depoai~s 
hore with us--~he central b&nk- - or we have it o.er there . 
If we nan to, we oe.n comer t it into ;;old; i t jun eli,... 
in&tes ano~her r i sk , beoo.uae , &iter all , what Gre&t Britain 
or Fr&nce do with th&ir I!IOMy 11 beyond our oom:r ol , and in­
o.:ead of havins pound aterling p&per or franc paper we oan, 
if wo wi an , aonvert in~o gol d ; it eliminat es tllat r i ak. 
And tho aame t hine; holds t r ue of ourselves. I .,.de tne 
atatemont that Franco Wl\8 supplyinG franca her& in this mer­
k e-c . Well, -•n they supplied frQJ!oG to our meran&nta they 
had to buy doll ars--they accumulated a doll&r deposit . They 
~ feel everythin:; is co i n.; very nicely here &nd feel per­
fectly willin;; to h&Ye "X" ailliona of dollars here . But , 
on the other he.nd, they llli&~>t fool , a s &n extra inaur&nce 
policy, they -...y Wllll1: to ocnYert part of that dollar balance 
in~o gold and 1.: '• ano.:her loo:;ioel step u between f:CTOrn­
""'nto in Wor Jdn& out thit question of a mediUDI tor doint; 
bueineas , &nd her etofore t horo have been .. few reople who 
wore willinG to go short on any country a nd sell ~ ooun-cr y 
shor t . rney had no legitimAte business otner .:han epeoulating 
in foreicn oxchwn&e , and every gOYer nment haa sufforod from 
it , If t hey tbou.;ht a (;OYOrnmont was gains to wee.ken they 
were porfeo.:ly willing .:o aell that .;overnmem; thort and that 
baa boen the curse of doin;; bu tineaa in the fcreis:n excnan;;e 
...,.ke1: . And the bueineet ran who sells cotton &broad , be 
doet bh business tbrouf:)l hia bank per feody legit~tely 
bHt hit to•ernmout it there to prote01: him and to a ee that 
tne dollar that be buye or aelle his oorch&ndiee with ho.a a 
mi:UIIIWII of fluC1:Uuion. loe>W for tho past two ye&rt no one 
hao railed tho queaticn, ''llh&t 1 a t he dollar .;otnc to be · 

..ortn?" r11at was t he front- pa.;& nory a couple of year• 
ago . 1'1e don·~ r ee.d h M.y mor e . We he.ve eliminated that 
-chroucn o•u· stabilization fund and gener al conf'ldence in the 
dollar , but with these dnal uationa of }'ranee &nd aenn 
o~her countries , 1f' we hadn •t been able to t ake oe.re o r our­
aelYea , you mi;;ht have eeen var y abarp tluotuation.t of the 

dollar . 
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C:· 'lbia 1a the 11ttin~ or the Froncll embargo in tha t it per­

mits interonM&e or ourrenoioat 

A. Tllh is an enUrely new Dltllo<l or doinG t>uain<>sa . me old 

motnod or the old gold standard tllat wor •ed auto~tieally aa 

between gold pointe--when the currency roaoned a certain 

point , --wbon the franc reached a certain point , ~:old would 

f low out , and when it reached another point it would flow 

in. Thooe things were abaolutel y fixed. Tnis is an enti re­

ly DWW oonception of doing business in the world markets . 

It 1s entirely d ifferent fro• the old &old otandard , and we 

reserve tne r itnt , aa do the otnor countries , to atay on a 

24-bour b~>sia, eo that our firot thought ia our ol'l'n national 

prosperity, and it thia arran.;e=ent in any way ia injurious 

to our national prosperity , we rese rve the ri~t to oh~e 

it , ns do ~he ether countr ies . As t hese thin~• go on there 

wi ll be other atepa which will seem l ogital to talco . We 

ha•;e taken one . In two weeka it worked , and this is the 

noxt ono , and we think it will wor' hero . Tnio whole new 

JMtnod of doing busino •• betvreen nations io moving so fast , 

ao well, it •s hard t o keep tro.ck or it , but up to now it 

so oms to us that it h&a been a. sucoe as . 

~. ~ . Secreto.ry , , old can only be boucht in dollo.rs thou!!~' , 

can't itt Is that ri:;~>t! England can't use fro.noa to ,;at 

our gold under this . 

A. lt •a o.ll fij;W'ed- the base 1a $35. 00 and i f En;;land wishea 

to buy gol d abe will pay u s with dollars . 

, . She can '1. pay uo with francat 

A. 'lhy should sh e u ae fro.nos? 

Q. I on 1t know- -that • s why I'm &a kino "JOU. 

aupposed to co to France to c•t sold for 

the a gooomentt 

En;;land would be 
her franoa under 

Q. llo.clc of flloY queation was whether we are coinc; to load up on 

aooebody eln • a paper l that' a why I aaked you . 

A. If we tt.ke f r anoa , it we havo a large number of fro.nco , we 

simply notify the llanlc of f'r&noe that day,... 1d like to OOD­

Yer t the m into "'l d . I : we baTe sterlinc;, we notifY the 

llanlc of England we v~ant t o oo!lVert 1 nto &OldJ it the Bt.nk ot 

l!n&land has doll&ro they notify us they ftllt to OOII'Ie'rt into 

~ld and 1.f they ho.7e fro.nos they notify the Bt.nk ot Franoe. 

It '• e. thr~te-oornered plo.ne , each oountry t r ying to keep ita 

partieular oor ner level . You oan uoe that picture again of 

of the plane . 'l'he dan._or - · t he whole plane m gl>t h&U 

dropped, but tho.t didn •t happen and the thin& stayed on tllia 

level. 
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Q. u the a;:;reemnt no• .tatlda • the a<;J"eemnt izrrobea three 

countries' 

A. '!'no three oountriee . 

Q. In the etatement you •~Y that it other countrioe otter their 
oupport in connection with tho otabilization a~oo .. nt and 
oet up t heir """ ot&bilhation .1\mda--euppooo C<!r-..,y , tor 
inotanoe did that. 

A. Any country that wanto to col:l8 in and join ue, the door 1o open . 

Q. 'l'ney collld sot up their .1\md' 

J.. It tney wi ll come in .., will be more than ploaeed to talk to 
any country in tho war ld. 

Q. It will be kind or open door policy' 

A. Yeo , but I nope more orteotho. 

Q. Dou this tree gold IIDTe:oont l"lllan t here• • a tizec! ratio 
between the currenciea1 

A. l.'uat I go through that as ain' 

Q. I want 'yea' or •no ' • 

A. I oan 't give you a yea or 110 anawor . 

Q. Have you a,;;eed with Croat Britain that ~.1!0 1a tho proper 
le.,.l tor tho pound' 

J.. I •ll go all throu;;n thia aeain. 

Q. I Wider otand, but -- • 

A. I told you betore tho.t ovorythint; we at;reod to waa taco­
up--tnore were no othor agreements . 

Q. I •m talking about tnio one rir)>t hero • 

.&.. I ... id thoro ... ro no aido-aqMlOea-:e , &ocl oTorytll.lno w 
a;reod to was face-up and I haTe told you oTerytbing thoro 
-• and I '• ~lling you OTorythi~~& thoro 1a now. 

Q. In other worda , thoro hn 't an at;rM!OOnt ao to the poomd­
<lo llar ratio' 

A. I am not coing to anowor thnt . I •m going to an~Wor you tbia 
- y-- that I •ve told yo11 I'm not l!Oing to bo in a pooiti on ot 
donyins that otory. I 'n told yo11 gontlo•n onrything 
tnere ia and how there ue no otJh•r agre em.nta tllan e at I '"• 
told yo11, and I'm oorry , it you clon•t mind, Bob, I'll han to 
anawor it that -Y· 
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ll;y tirat question wu dirootod to that. 

AI.d I llnB1'18red you tho umo ...-..y- - I told ; ou that it 110uld 
have to find ito own lovol . 

1'1111 tho day-to-day price on lli\ioh thooo go l d aettlements 
are ado bo on tho bali• ot &nD •s - lon.,"th barpiJlin&f How 
will you dotorlill.""' tho prioet 

Our prioo i& +35. 00 aDd that•• t ho anohor; it•• all i'i&W"ea 
t:~s .oo into tile ourroooy interpretation. It you •n want to 
~,-.t into a moro toohnioal explanation aDd want to go into 
tho hiat ory ot 'llh o.t wo •vo dono on gold . Her ber t will bo glad 
to have tU>yono who duiro• go into hio ot'tioo and go through 
it . 1r you want to &"t o. more technical explanation or thio 
operation. The anchor 11 $36 . 00. V:e tiguro that. in terms 
ot tranoa and pound e . o.nd dollar a . --you •vo GOt inauranoo 
rate. • otc . • tho prioo in London plus thooo oxponaoa always 
t."illc baolc to $a5 .oo. 

r.o ' d llke to know how you fiour• how m.ny pound a you are 
t,Oing to buy with ~5.00. 

I t all ~;oos back to tho prioo or sterlin& tor tho day and 
tho priC>e or ~;old. 

Our prioo umo.in• t36 .00t 

Our pri<>o rell11na $35. 00 and you •vo got to worlt backwards • 
taking into a<>oount troight . inauro.noo . tho price of -.;.orJLU>r 
t hat day 0 the price Of (;Old in London; it I I & Yery COmpll­
C&tod thin&. but it all work• back to tho $36. 00 prioe . 

Our prioo toQOrrQW 1a t36.00f 

Our pr ice tolllOrr aw ia $36. 00 . 

uhy would thoro be o. dai ly announ<>Omont then? 

rho only daily announoomont 1a that we e.ro doing busineca 
tomorr ow rlth Groo.t Britain and France and they JO&lco a 
lilllilar sto.tomont that they o.ro doing buoin., l with ua tor 
one day. In other worde , e itbor oDG of ua could oa.nc•l­
I 'll put it another way--thia is good until ot.noelod. 

!be $35. 00 price dooan •t oho.nco oxoopt u to tho cost ot 
oarriaget 

'!he 035. 00 price won't chan._.., t omorrow. 

But 1 t llli&ht chango on Tuo aday. 
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1. 'lbere •a no aaying . 11118 t~ 1a still on a 24-hour buh 

and our a.rranr;e:>ent with Great Britain and Pr'anoe ie 24-

hour and their arrant-nt with ue is 24-bour . In other 

wordo , unti l further notice , we hereby announce that we 

will do bulineao with Great Britain and Franco and we will 

giv<> up gold on a rooiprooal baah at $:15. 00 an ounoe . They 

make the oame sto.teoent--~eat Britllin aolcee the • ..,.. state­

meat and Pr'anee mo.keo the - etatemnt, but it' a a do.y- to­
day arrllngement. lt IULa to be) otherwise ore will find our­

oolves slipping baok into the old ~old standard. 

Q. Is thi s dono to avoid alippi~ baok into the old standard? 

A. I;o; ';hie ia a ,.,.... 118thod. 

Q. VIe ~ aoourately term it a now type of sold atandardt 

A. It 's a new typo of gold standard, and our first thought 
ia our internal national prosperity and that • 1 the thi ng 

we look o.t 1110rning, o.fternoon and avenin;: , and we keep on 

looldnts e o.oh do.y and all through the day, a ad bow doea this 

a.rteot our internal national proeporityt And if it works 

tomorrow, fino l It it works l'lodneeda.y, wo will do it 'l'hura­

da!y , and every do.y , every hour wo watoh our internlll 
national prospects . And ~eat Britain and France do the 
• ..,.. thin.; as we do . And a.s I said before , time will tell, 

I am very hopeful . It • s worked for two woeko a.ad I he.ve 

every reason to believe it •a e;oine; to work . But it will 

take til:WI . It takes confidence in ea.oh other. 

Q. You mean you 1vo done this for two weeks? ltr. Seorete.ry, 

I may be e.wi'ully dlllli> &bout thie thin«• , , 

J.., 

Q. 

A. 

Q. 

No . 

a..t tha t prioe-$S5. 00--i> that subject to oho.n«ef 

Xes, it'• eubjeot to change . 

~ell, that affects tho valus of the dolle.r--the 59. 06. 

I melln, we hue the rigllt--to llnlwer your queotion- '"7l)U 

know we havo the rig.t to devalue further, 

As long o.a our currency ia at preaent 59. 06 , we could chango 

the value of gold w1 thout devaluinc . 

We can ohanc;e it but we oan o.llo d.....Xue . 

Unless you ue e;oint; to devalue further , you ... at keep 

tho tss.oo prioo. 
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J., llo , it ian'~ r i&b" • but I'd r:noh r ather you didn't &ale r.e 

t h at- - it isn ' t r i8Pt• I would euoh r ather you di dn',; wri,;e 

it; it set• ever ybody all upset, "" can chanto ~he price of 

go l d withou~ dovaluingJ we nave ~hat r i ght . Tha t ' s right , 

Herbert , i sn't i~T 

Q• You can ' t oh&n&o t he c;o ld r atio . 

Jl.r . OAI~ODI You can inor oaae your nandlinr; cllargo or decreaao i t . 

Q. 

A. 

Q. 

J. . 

, ... 

lro have the r iJlt , but I ' d l!l.lch r ather you d i dn ' t uao i t . 

Will you doeor ibo for ua ~he ai.mplo 100ohanioa of how you cen 

get r;o ld for your Amori c t.n dollar neld b y France? Wi ll you 

descr ibe tho a i zpl e Qecn&nios of itt 

Tho aimple uonanios , to get go l d for franco ! If wo buy 

tranos t omorrow, in other wor ds , if we sell dol l ar s in 

Franco a.nd bu,y tranoa wo accumulat e "X" lllillions of tranos. 

r.e 1101.ild do th 11 ~hroUOI t he Feder a l ResorYo o f 1:- Yor k , 

aa our fiscal a.o;ont , .mo would be &<>t~ with t!le Bank of 

Franco. At ~ho en d of t ho da.y t hoy wou l d f ind they ha.d 

&<>cumulat ed "X" million tra.nca . '!boy wou ld notify t ho Ba nk 

of France to please <>onvor~ ~ha.~ im:o tra.n<>o u pay u a "X" 

Dillion in gold and ,.. 110ul d a a.r""U"k ~hat <)Ol d in t he l?ank 

of Fr&llce a nd br ino; i~ ou~ in 48 hours or leave i t ~hero . 

Mr . So<>r atary , do you think that this wi l l rooul~ i n & f low 

o f r;o l cl in or out of ~he Uni"od s~ates or i n"o ~land? 

I oan• t tell , and , tr&nlcl y , 1'111 no~ won- i od: I e xplained 

t hat very carefully in ~ let t er to Senator Vandonborr;. 

Y~iohover ~y tho trend is , if gol d goes out o f tbie ooun~ry 

it '• certainly nothJ.nt; to >rorry a bout . 

llr . Soe>retary , on a ccount of bua inoas c onditions and ot her 

nat t ors whi ch might a.troot the r at e of exoh&no-e , you ahould 

dooido in 3 days or a. Wllok t o chango this r a.ta e ither a 

llhle bit ••P or down , t-- $36, 50 or tJ4, 6D-- doo s t hat • an 
the o thar oounuy will oorr ospondin&ly a&lco a rat io oh&n&e 

or w ... ld t hat affect ou:: r ate1 

As I •~y, the ohaneos of our changing t h o pr i oo of gol d are 

not very croat , It ' • a P<>Wer t hat t ho Preaidoat baa t o u s e , 

just aa h e h&a t ho power to dn&lue further , r.e wou ld have 

~o find ourse lves at a diaadvantaj;O. and I would certainly 

f oo l t h at , in an asroement like ~hh, i f we f ound ouroolvea 

at a. disa.dvo.nta.;e I ' d wan~ t o talk i t ov er with the ot her 

t wo countriea . After all , tho. t •a Dtf undoratandins of a 

&• at l e !OOn •a a;p-e a.,.,nt , and we woo l ei cert&iJily w&Dt t o talk 

it ov er wi"h t he:& be fore '"' • P'&n& eoo:oath1n" on t bo:o. 
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Q. T!lat• a what I •IUlt; in cue we aado a ohac&• ona •1:1 or tho 
other , you would talk to the m in oaae t hey want to ohan;:e 
too. 

A. ADd I aay this ia ooo of tho moat difficult and intrio~te 
things a person has nor found h.imself in and you have to 
n toh it every second. 

Q. Ia thoro aey arrangemant whereby this country """ld have 
franca and Prance would have dol lars--could you just return 
tho tranoa ror the r;old or ..ould you keep the tranoa and 
tho r;old toot 

A. I t wo have franca i n Franco and wact to convert , we can con­
vert; if they have dollara bore they can convert. 

Q. rhero• a no way there oould be any 1noroas"' or dOOhtt~ao in 
the f lcm, unlooa ollll oruntry agreed to permit tho uuttlow 
booauae as soon a.a tho triUlla.oticns are oompl otod , you wind 
up whore you started. 

A· Tlw chancea aro thoro wouldn't bo a.n oven uount, but wbat 
n llir;ht do , it wo h&To to ~or your queation, it n had 
ton million dollars worth of r;old in Prance and they bad t en 
rlillion dollars ...orth of &Old hero, ..,. could juat oxoh&nc.-o 
that . 

Q . In other words , on tho bad a ot bo.l&noes, 

A. Yoa. But if we each had t;Old instead of transporting it 
back and forth we oould swap it and o&ll it & dl:f• 

Q. !Ilia 1a & subatituto tor tho old r;old otandardf 

A. Y ... &>tirely .,.,.. •thod and it loavea ua free-our banda 
are atill untied and a o are Great Brit&in•a and ao are 
Franoe•a. 

Q. 1'be ohiof oh&ra.otoriatio, to explain it to a non-teohnioal 
reader , is that it talco a power to trade in foreil>" exoh&Jitle 
cut of tho banda of opeoulatora and );Uta it in the haoda ot 
tho governments! 

A. Correot. 

Q. l!cw ~ut laat Prid.a.y you oould at loaat control 
the floor of gold and Dl1fl it 1a auto-tio . I don't 
the diffarenc& in tho r;old atandard ia thoro , 

Lout !'r!,!~:t neither !'riUlCe nor England could Cot &Old froa 
t hia oo ntry. 

Q. But 1f JOU gave your porm.haion they could • 

.t. . But .. didn ' t . 

Q. But you oan p n export liMnaea. 
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J.. a.t we didn •t . 

Q. You nenr ht.ve in the last two yearst 

A. hot in tho last two weeks . 

Q. That ' s -.hat I'm tryinr; to got at1 what • s tho difi'erenoo if 

you g1 ve thea a lloenaet 

A. J.ll tl\e difference in the world; trior to September 26 , r;old 

moved between the United States, Franoo, lloll&nd ancl Switcer­

lancl on a question of gold pointe. Then Franoe deva lued­

she wont off gold durin& those two weeks ' peri od and oo did 

Bolland and oo did Switcorland, ancl durinr; that two -eks' 

period - didn •t r;in auybody an export lioenae; does tl\at 

answer your questiont 

Q• Eaoentially. 'l'bia pormits the movomont of gold to Great 

Britain. 

A. And France and any other country that wanto to oo"" in and 

oee ua and talk buainosa. 

Q. wr. Secretary, it you aooumulAted ster l ing here and then 

wanted to .. n it to the Britiah tunc! tor r;old , how would 

you make a price on thatt 

A. That ' s a thins•••• it takes a teol\nioian to explain tho 

thing, but thoro are three fo.otors that go into it. You 

start with a $35. 00 baa1s here and you work it baokwards or 

forwards , any way you want , but you've got to take into oon­

a1deration the prioe of gold bullion ancl the oost ot ahipping 

it here and in that wq you will arrive at a priee tor that 

dq. 

Q. 1'1111 you 111y that againt 

A· 

Q. 

Q. 

Q. 

The eost ot gold bullion in London, the prioo or starlinr;, 

the oost or shipping it troll bDro--dcm ' t forr;et tbD ~ 
handling. 

The prioe in the tree Landon market woul d ht.ve a bearin& on 

thlltf 

Yos . 

That's the o.- aa your gold tranafor• on t :>e o l d sold baaio­

ao to whether it ' s profitable to ohi p it or not . 

We never had that, between Sngland and oureolvoo. 

1'aton go ld atarts to 1110'00 , the gold point i o pauod. 1'heoe 

figures would mak8 it pr ofitable. 
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A. aat it would only be be"""en gove nmen"al oMlca encl !ler o­
'toforo &eybod<f oou lei clo it . 

Q. From now on it will only be OO'tWeon t;ovornmon"to.l btllllce - - no 
more private 1;ranaaot1ona .. - no moro export llconoea . in oT.ber 
worcltt . 

A. Tllat •a the 11ay it 1a 'toni(;llt. 

Q. lio 1110ro export lieonaea tor illdivicluala? 

A. ,;• at&rt with a olean alate and r i.;t>t ncnr we 11avo iaaued a 
r ooiprooe.l s'ta.,.oment aa beneon 'CliO Govornmont of Groat 
ll>'hain, 'tho Gover nmon't of France , and 1:ho Govornmont of 'tno 
Uni'tod ~~atos , and nobody oleo , as of tomorrow morning , 
onn ll&vo "hat privilo~o . 

Q. looulcl you core to doaoribe a lit.,. le of tho ool or of tho 
&O~~ia~iona--now you carried ~hom on in ~n• l&a t r~ week• 
thrOU<;Jt tho :>tate Deparv-..m: in in r or;ular diplo•tia 
onannolo or wnotner you clid it aimil.&rl;r to vae othorf 

A. It 1 tall yo<Jo I did it tho aamo e.s the ether , ia 'tilt." e.ll 
riO'tf 

Q. Aa lon5 as Yie ...-e sure aoou .. 1:ne loud- speaker . 

A. 1\hore•o my friend? 

!.l' . tta.aton 1 o 11 ner o ; he •.s dleguleed. 

Q. 

Q. 

A. 

l:r , Seor otary, who don loped "the sene""'? 

lt ' a awrully ne.rd to descr ibe i't ; I""""' i"'' e. tnin.(; tbat •s 
just &radue.lly donloped; i" aoe::>oc! to bO tho lo&ioal nop, 
I diaouasocl i" with tho ..reoidont in liyc!e Parle a.r.d no lilcee1 
'tho idea. It 's oDO of 1;noso thi~s which clovelopocl and 
i " 'a awfully hard "o aay wnoro 1" ste.r .. ed one! l'lhoro 1-. 
finiohod. Of c ourao , anytnine; I c!o nero with ney toroi&n 
oountry "he ~~o."o Depnr .. ment is kept in t ouon Ul 1:no title , 

J.:r , ;>ocro .. e.ry , 'ls "bor e MY ""''"~tlent oe ..... on "ho United 
s..a .. oo and any ooum:rioa '011&'0 are """ a part, 'tO 'tbia auoo­
::»ll't f For innaneo, Ar.;em:i!l& f 

Ritflt now and tor 'tnO pan 't1I'O wee!a no .;ola raa let.. "Oilia 
ooun1:r y and OO&im11.nv wi't n ,;otlOrrow, until f'.oM:IIor oodoo , 
1 • 11 ""'Y aca in ,.., nave tllia reoiprooe.l a.qoelliOn" ue •ween 
Fr&noo and Great BriWn and. oureelves . A• "o tne nen 
nep--wna't ooun .. r y io cotnt to 00001 and lmoclc .. t tho door , 
I oA.D 't toll. 
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Q. Until they knock there 1 a no way they cen ,;et sold out of 
this oowrtryT 

A· Unless they aolc tCII' it, wo are not &oin;; to &O out and drwo 
up bt.la1ne a • • 

Q. Unless they ap-oo to this o..,roo:nent , 

A. For the time beins, thh ia the pattern, Tohat wo will do 
three month~ trolfl now • or threo doys .fro111 now... • 

Q• r.h&t etf'eot doea this have on the man 1n the atroot f 

A· lione , Vlhat"" o.ro ttJ.k1n& about ia the external dollar1 the internal dollar 1a what we pay for our oupper1 it will 
have no ottoot1 when it does h&ve an e troot , if it doe a , 
that • • why wo uo etayin& on a 24-hour baeia--ao that tho 
fellow 1n the street who b~qa his dinner and pays hia dollar 
will not be hurt by thia , and it he is hurt by it , we re­
serve tho ribbt to ohan!to f't-011 day to day aa do the other 
ttto cowrtriea , boet.llae it baa boon proven t hat no ..., ia 
a~~art onouO> to aay what t he a.nsner is . But we thinlc "" 
are on the r i&ht traok and after all we •ve got behind ue- ­
oinoo tho Fall of 1933 when m> started to buy gold, thh 
administrat ion haa mot with entire oucoesa , And the old 
hendllno 111'1hat 1o tho futuro prico of tho dollo.r , " it •e ao 
lolljS a1noe you '""" hD.ve wr itte n it you pr obabl y have tor­
gotten it. But I didn ' t forgot it . The man on the etroot-­
all thoao poworo which atrect tho internal dollo.r are 
larsoly veated with tho Federal Rosorve Board--credit oon­
t rola the int ornal dollar . r.e hero . through the att.bilha­
tion tund , are largely ohar!o1'd with t he powers that ha· .. 
to do with the external dollar , but the Federal Roaorve 
Board and ouraol'f'Oa work Tory closely together , ao tht.t we 
are ,;o1n;; in the IUIO clirootion. r.a o:u~-t worlc oloao to­
gether eo that t he extern&l dollar and internal dollar 110vo 
in th& ..... dirooUon, t.nd , to go back, so the telloor on the 
atreet get• tho benefit . 

Q. Mr . Secretary, t hia ie a pretty big otory that you've giTOD 
us; what happens to tho bloolced oxcban<;os , etc . T rhia hit• 
those oountrioa vory hard . 

A. This quootion of blcclc oxch""&o• ho.s never boon in the 
Treasury . Tho.t • o privata . r.o only deal with covornmental 
fUnds . Tho quootion of blocked exohangea are credit• duo 
private individua la . 

Q• r.ell, I mean where they won' t permit t ho export of sold . 

A· '!hat • s ao .. thias whio.h 1a not in tho Treaaury ; I'lll r i&ht, 
..., 1 notT '!hia whole queation--"" tallcod about blocke d 
tunda . 
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Q. I didn ' t Man that, I moant, they have to auoe to lot us 
have gold if they want ~t . 

A. All tho pattorn is written tonight , but I don •t 840 thia ia 
tho final pattern; somobody e.akod about Ar gontina--I don •t 
bolievo you can get gold out or tho country. 'fhoy've sot to 
dooido What t hey want to do. Horo oro threo countries that 
ho.vo dooidod tho.t aa far 0.0 we oan see thie 11 a f>OOd move , 
but , u I said boforo , time only will toll if we are ri&ht , 
but I ropoat , sinoo 19:5:5 , tho policy ..., havo f ollowed with 
uold and tbe oonetary polioy baa moo with auoceu. 

Q. l.!Ay I ask yo11 o.notl'.or question! lfay the Chaao Bani< tomor'""" 
export ~!;Old or any bank t ho.t 1 1 a mri>or of the federal Ro­
aorvo system? 

A· No , not as I undor st!Uld it . 

Q. And can tho Salomon Brothers or any of the big banking 
houses oxch&.llj;o tomorrowT 

A· '!'he only oxohan,e ot the gold aa it is wri tton tor tomorrow 
1a botveon go...,rlll08nta . 

Q. Tho New York Federal Roaorvo Bani< ao your a ;;entt 

A· Tho Now York Federal Rouorvo Bank aots ae ollr acont . 

Q. Has gold flowed since tho gold ordor . Prima.rily it - • 
throutl> private banlca bot'oro, suob as t ho Chase 8anlc lllld 
reprosontatives of private individualsT 

I ,.y bo wron&, but , aa tar as I lalow, I -y have to obeck 
up on m:r•elf, but I don't Jo:now that it has fl,....d . 

11r. G&atont He moa.ns ouch u tho flow of gold from Fr&nee to the 
l!nited States . ~et ul private dealers , I think. 

R.U. Jr . t I may bo wrong on t hat (Herbert , you ' d bottor ohook 11p 
some moro) , but as I undorotr.nd it , it I'm wrong cor root 
mo qulokly , the o.ooWIIUlation prior to t he time Franco .,.,nt 
orr "'old •• •• 

.:r. G&stont Bob -• opoald.Jlg about the poriod before that-tho bi& 
ahip..,nts of gold bo&illlliJ>S Jm uary 1, 19:54. 

H. ll. Jr . t Tnat all .... nt on between bonka. 

Q. Connootod with government•! 

A. Not oonnootod with govornmento . 

ooOoo 
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'lRE.LSlJRY DEP Alt'l'IIENT 

fi'\R RELSASE, MOR11IW NEirSP!PZRS, 
TueocWr, October 13, l:l3!' , 
1()..12--36. 

Washington 

l ren Sorrlee 
Nc. , 8-66 

&lJ>plementing the o.nnouncements made b;r him on Jn.tr~IU7 31 and li'ebruo.r;r 1 , 

1!134, to the effect thD.t the Treawry would bu,y f!01d , and on January 31, 1934, 

41 

ref erring to the sale ~f gold for export, the Secretnry of the Treasury etatee 

that (hereafter , and until , on twenty- four houra notice, this statoment ~f 

intenti~n ma,y be revoked or nl tered) the United St&tea will also sall sold for 

iuedi'lte expor t to 1 "r earJDtU"k for the account of , the exchnngo equ&].hnUon 

or atabllization funda of those countries whose tunda likewise are offer ln& te 

aoll gold to the United States, provided such offerings of go1i ore at IUch 

rntea and upon such terms and condi t ions as the Secretary mey doom moat 

ndvnntnsooua to the public 1ntor oat. The Secretary announces herewith, and 

will hereafter announce daily, the rJ>mos of the foreign countries oompl;rin& 

wl th the foregoing conditione . .Ul such Sl>lea of sold 11!111 be oado throucb 

t.he 1oderal Reserve llN\k of !low York, as flacol acant of the Unl ted St&teo, upon 

the following terms and conditions ~hich t ho Secretary of the freaiUr;r deema 

moat advantageous to the public interest t 

S"les of gold will be made at $35 per fino ounce , plua 

on&-quarter per cent hnndllng charge. nnd aal•• and earmarkin& 

will be governed b:r. the Regulations ieiUod under t!le Gold 

Reaorve Act of 1934, 
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?reee Service 
!!o. 8-67 

The Secreto.ry of the 'l'roaaury tod.e.y nar~ed Grcot llri tr.in nnd J'rnnce aa 

, for tl .o r•urchace of gol ' fron the United Stnt~a for 1nnediate export or 

-oOo--
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October 12, 19~. 

tb1a .Ul -ru. co J111U t.bat. t.ba ot.t.&ct. b ..... 

bT t.bt t.ere~ ~ t.bt ~. a, pro....S bT the l'rN1<*1t • 

~,Jtaaba 21, le~e, r&Ut.lac t.o t.~ae Nle or cold, couU wt.ae 

• uc- u t.bl.D t.bl _ .... c or : ov u --. 1o. ~. d.W 

'•bnaarJ &, 111!4., u u R 1«1, .-4 &at., ~ore, u. cold aolA! 

par-t. t.o -ll ot.\&Uil\ ~ be 11&14 b7 JOU tor ..,.....t t.o, ar 

Uoa !'\lad svdlu1nc well co.\4. 

1 tw~:r aont.Ln Ulat ., l ot.t.a:r t.o yoa &;Jpro....S 1v 

t.ba ~t oa ~tabu- t7, lll!S, :rNpooUq tbe ao:;alolUoa 

Uld - ot cold u ~ 1A t.bl abo" - u.mc-d at.~'­

cc.uiJ.taw e a u - .........,..t. t.o s.cu. w or t.._ i':ro'O'ias.-1 

,.., m i.J' 7owe, 
(Signed) Honry IAorgcntbau , Jr. 

&ecret.oq or tM fnu1117o 

f .._al 1 1 1 • • 11M& ot ... L>:rk, 

:e.:- Io.-, .... t..a. 
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October 12, 1936. 

•~laaM~ofal~~~~~aU~ 

act to tbll N-1 •~ llilnll: of 1ft loft. 

lou aft bueb7 avUIQr lMd e d dlrMWd, v~ ntC!Gp\ 

of tbll cerUtioaLico •11Ud bJ t.be l'reaidts~~,or a Yiee 

lrMid•~, or tbe r~ ~W•u •• ll4u or ._ brlt to de­

Ur• cold !wra tor .., of tbl par;»aaa M t. out 1A tJoe au»­

-t. i.aR.S to<h7, co,-r or wld.ch ill .cc:lo • .S, pro-ddc u.:.' 
\!» ecrt111o..t.ioo ~ t.he Fodllr".:l S<H- &AIL atat.ee t.ha\ 

\Ia cold La ao...~ tor an:y of such J>\11'110• •11 and tl:&t. • 

C!l'.ai. \ ba• to.. .. atabliabld .... t.boD boolta of '1.1111 rect•n.l 

JIN.rft loDlt ~ ._ lorit 1A tawr ot t.be Tr.-wrer or t.la 

ladted !Ita,._ tor t.be plo eo •o.tU!r-' at ~!16 raw ot ~ 

(Jlu on.-q\1&1'\U or oe• per -\) I*" f ie• ~. 

fu,. ~ J'OW•• 
(Sig~~ed) Henry llorgenthau, Jr. 

s.a.t.a17 or u. treuul7• 

.. , o ...... 
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October 12, 1936 

The Secr eta.r;y is 1nYit1ng the leading econollists of the 
various Government departments and agencies to come to hie 
ho=e tonight so he can explai n recent monet&r7 arrange-ante 
and what he ia doing on the gold l1oenee for Enaland and 
France, eo they will be well informed and will cooperate 
with ue rather tnan buck ue. 

The list of thoee invited is attaohed, 
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1 • • 1 !:e~e:-v" Boord 
--o~ . S. wCCles 

on ld Ransom - out of t own 
o.>~..C 1ester D~>.vis 
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o.""- . • Gol denwei ser, Director , Division of Research & Sta tistics 
o,~<_.Luuchlin Currie, .ltssi stant Director , Div . of Research & Stati s tic 
o.Vv •f 1 ter R. Gardner , Senior Research Assistant 

~tLt£ Deoart~ent 
~ Herbert Fe is , Econo'lic Adviser 
a"- F'- :derico< Livesey, 1.ssistant Economic Ad viser 
o~<, L '<> Pasvols.cy- , Chief ::canonic Analyst, Foreign Trade Divis i on 

~ , ... tree Depart~ent 
~~~rncst G. Draper, Asst . ~ecret~ry 
()J(.;,lexander V. Dye, Director , Foreign and Domestic Commerce 
O.l\Grosvenor lA . Jones, Chi ef, Finance and Investment Division 
0~1.nos E. Taylor, Assist ant C . .ief, Finance Division 

I. ~riC<llture Depart gent; 
Htmr;. . allace - out of town 
Rexford G. Turfell, Assistant Secret ary of Agriculture - out 

of town 
,foward R. Tollet , ,.dnini str, tor , n,ric.Iltural .!.dj\lst 'lent 
n~istrLtion - sick 

OK lbert G. Bluck, Bureau of ••sr i cultural Fconomics 
~ordec~i Ezekiel , Economic Adviser - unabl e to co~e -

lectures nt AgricJltural Department 

L~bor Deoart~ent 
~~sador Lubin, Comnissloncr of Labor Stati s tics, Bureau of 

Ll>bor .;tati stics 

•Nrities I!Dd I xch!lllge Collll!li ssi on 
o.Ua:tes .1 . Lnndis 
~~Willia~ 0 . Dougl as 
0.1\.Paul P . Gourrich, Director, Rc~ carch Division 
0.1\.'tllymond v, . Col dsclvuidt , Fin!lllcial economist 

Kemper Sir.~pson, J:.conomi c Adviser to Commi ssion - out of town 

United States Tariff Commissi on 
O.K..Rol>ert L . 0 ' Brien 
O.K.Oscar B. Ryder 
0.1',. A. • Fox, Director or Research 

·• r . Cre::lit t.d11nistrhti<"n 
.illi a.:ll I . lqer s , Governor - out of town 

iJ to:J:atic ll&tl.onnl Commit tee 
o. eon Henderson , Economic Adviser 

~~rl Stotistic~l_~Qll~ 
S tuart A. Rice , ChLir~an - out of to~n 
~!orri~ A. Copel nd, Exccutivo fecrctur y (a lternative) 
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Federal Tr· de Commi ss i on 
ai<Francis Walker , Chief economist 

Libr nry of Congress 
Victor Selden Clark, Consultant i n Economics - leaving town 

October 12, 1936 

Trefisury Department 
ayne C. Tayl or 

Geor ge H~as - s ick 
O.l{Harr; D. .nite 
0.1\.ller:!la.n Oli.JnWlt 
O.K .• 'erbert Gast on 
oJC.. C . I' . Oph8l:l 
oJ\ Ar chie Lochhead 
o."Dani el W. Bell 

.., 
( 
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October 12, 19)6. 

The Secretary of the Treasury called a meeting of Treasury 

llrld other GoverllJient officials, which ""'eting aeseabled at his hoM, 

2201 R Street, at S:JO P.M., October 12, 19)6. 

follows: 

Those present, together with their connections, are l isted as 

Federal Reserve Board 

11. s . Eoclu 
Cheater Davia 
E. A. Goldanweiaer, Director , Division of Research 

& Statistics 
Lauchlin Currie, Assistant Director , Divis ion of 

Research & Statistics 
llalter R. Gardner , Senior Research Aeaistant 

State Deeart!!!!Gt 

Herbert Feia , EconoMic Adviser 
Frederick Livesey, Assistant Economic Adviser 
Leo Paavolsk;y, Chief Economic A.wl,yet, Foreign Trade 

Diviaion 

Co.aerce Department 

Ernes t C. Draper, Asst. Seeretar,r 
Alexander V. I>Je , Dir.,ctor, Foreign and Doaeatic Colllll8rce 
Groannor II. Jones, Chief, Fi.wnce and Investaent Division 
Amos E. Taylor, Assistant Chief, Finance Division 

Agriculture Department 

Albert G. Black , Bureau of Agricultural Econoodcs 

Labor Department 

Iaador Lubin, Cooudssioner of Labor Stetiatica , Bureau ot 
Labor Statistics 

Securities and Exchanae Colllllisaion 

Jaaaa 11. l..acdie 
llilliu 0. Douglas 
Paul P. Gourrich , Director, ~search Division 
~tqaond 11 . Coldscluaidt, Financul eco90111at 
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United States Tariff Comaission 

Robert L. O'Brien 
Oscar B • .Ryder 
A. M. Fox, Director of Research 

Democratic Natiogal Co.amittee 

Leon Henderson , Econoaic Adviser 

Central Statistical Board 

Morrie A. Copeland, Executive Secretary 

Federal Trade Coasisaion 

Francia Walker, Chief econoaiat 

Treasury Depart.ent 

Henry Yorgeathau, Jr., Secretary 
Harry D. llhite 
Berlllll.n Oliphant 
Herbert Caston 
C. 8 . Upham 
Archie Lochhead 
Daniel W. Bell 

• * * * • • 

H.M., Jr.; I aeked 70u gentle1D8n to coae in here becnuaa I 

thought you might like to share some of our problema dth us; 

and for the last couple weeks we have f elt we have had aore than 

our share or the burden. 

Tonigbt we have !lade another ..,..., in the international 

moneta£7 field and I •anted to explain it and answer questions. 

For tbosa that I can't answer , I will call on soM of rt:f aaao-

cia tea , and I hope they can. 

I think the eaeieat thing to do is to read the thine 

we gave out here at 1, o' clock, ghan out at 9 o'clock in London 

Regraded Unclassified 



J 

&nd 9 o'clock in Paris. It is a new eove in gold. This is 

very briefa 

•Suppleaenting the announceaents asde by hi• on 

January Jl and February l , 1934, to the effect that the 

Treasury would buy gold , and on January Jl, 1934, refer­

ring to the sale of gold for export , the Secretary or 

the Treasury states that, hereafter , and until, on 2.4 

hours' notice, this statement of intention may be revoked 

or altered, the United States will a lso sell gold for 

i&Dediate export to, or earaaark for the account of, the 

exchange equali:z.ation or stabillzation L'unda of those 

countries whose L'unds likewise are offeriDg to sell gold 

t o the United States, provided such offerings of gold are 

at such rates and upon such teres end conditions as t he 

Secretary may dee:o ..oat advantageous to the public iDtor­

est. The Secretary a mounces herewith, and will herearter 

announce deilJ', the naees of the foreign countri es coap!J'­

inr, with the foregoing conditions. All such sales of gold 

will be made through the Federal Reserve Bank of New York, 

aa .fiscal agent or the United States, upon the following 

teru and cond1t1ons, which the Secretary or the Treasury 

dee•e aoat adnntageoua to the public iDtereata 

•Sales ot gold will be eade at t JS per fine ounce, 

plus one-quarter per cent handling charge, and sales and 

earsarklng will be goT&rnen by the regulations issued under 

the gold reeer?e a~t or 193.4. • 

!!len the other announceMnte , na•tng those coaptp.Ds 
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with the coD<litions ; "The Secretary of the Trea sury toda;y gave 

Grea t Britain end Fl'ence ae coap.l,yiag wi th the conditions 

specified in bia press release for the purpose of the purchase 

of gol d of the UDited States as earmarked ." 

I ' ll try to explain 1t as well as I cen. You know, 

on S!ptember 25 1 Fraace devalued, ba ving first very carefull;y 

souaded Grea t Bl'ita.iD 11Dd ourselves as to whether abe could 

have the assuraoce tba t 1C she did devalue, oei ther of us 

would devalue further ; aDd we both gave hence the asauraace 

that 1C abe did devalue (al wa,ya with the reservation that 

things continued more or l eas ns the:y were interoationaJ.l;y), 

we would go along wi tb her 1 and we will refer to - we l'efarred 

t o tha t , after maey hours , as "your nati ooal prosperity , • which 

I thick was a happy tera, not being aiDe. ~e have, then , been 

going along for the last couple weeka. 

I thick it's been :.~bout the zoost oerve-racldng t wo 

weeke I have had since the SupreJM Court was out trying the 

gold case. I think that wae the laat tbe, s a a utter of 

fact - •• were in the sterling urlcet a t that tiM aDd 

haven't been since then. 

We found oursel ves, and encb of the other countri es 

found themselves, in the poeition tha t France, for instance, 

ude available floancs in t his urket, for which abe took 

dollars; we found ourselves hU7ing sterl1ag for our dollars 

aJ>d we found ourselYo!S with paper sterling, aDd Franca found 

itself with peper dollars , aDd no~ was able to conftrt into 

gold. 
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And , furthermore , while sterling woe dropping , and being 

unable to - not being unable, finding it very difficult - to ~ 

gold in London during thie period on a falling urket, we found 

ourselves a t a considerable disadY8ntega . No lD<Ira than that. 

I a. going to talk very confidentially so I think you 

are going to get the picture. France bad been pressing us right 

s traight along to come to an understanding to give up gold. And 

a s f'.or back as April, May , June, and July 1 England appr oached ua 

as to wbetbar we would be willing to give up gold . And our posi­

tion bas been th t we would bold back as loQ& aa possible, telling 

both of these countries tbat our bope was t ba t we would get a 

tripartite agreement on stabilization. It wee a pretty stiff 

"poker game," because we always took the risk that they might get 

together and leave us out in the cold. But it didn't work tbat way. 

But we did give our word that if they did get togetbar 

we wou.ld be willi.Dg to &iva up gold on a reciprocal basis. So, 

al'tar this agreement we entered into, we felt it wae up to us 

to make good end we .ada the gesture. 

Now, in tba three years I hove been in the Treasury -

since the London Conference , I mean - the whole position that 

&ngland has always taken is she wou.ldn' t agree to anyt.hin"; elld 

our relationship with &ngland over a couple of years , wbicb we 

really started a t zero , bas gradually gotten better and better. 

And I want to say here tbat this tal k which bas been in the 

po.pers that there ia a fight on between the United States and 
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Great Britain over the price of the dollor and the pound aterUnc, 

is just the "bunk. • There is no figbt. As a aatter of teet, 

England baa spent far aore 110ney in the pest two weeks keepin& 

the price of sterling up tU.n we have epent - three-to-one of 

what we have epent. She bas absolutely kept good faith, and 

no one could ask for a better partner than we have had during the 

last couple weeks. 

Now, you people know that prior to September 25th we 

only gave up gold to those countries which were on gold, and then 

we worked between the eo-celled gold pointe, and we gave up gold -

would give up gold - to France, Switzerland, and Holland, and 

formerl y Belgium. Belgium' s status just now - I hope nobody aeka 

me now, because I don't know. She is eort of a her!IIB.pbrodite , 

in between. 

So durin& the past two weeke nobody could get gold 

fro• the United States; and we quite obviously didn't want to go 

hack to the old gold standard, because I think this country -

I believe so - hae suffered long enough under that rigid ayetea. 

And , a l eo, we want to take stepa {and this isn ' t a 

suggested atuap speech) to keep this handflll of individuals 

who are sharpahootera on the inte.rnational exchange fro• aeJ.liJlc 

&nJ country abort which they felt was weak. 

Now, wh~t we have done tonight ia that we have agreed 

on e 2.4-hour besis tha t we will give up gold either to England 

53 

Regraded Unclassified 



7 

or France, aDd t bey will do the same t o us and to each other. And , 

a s I aa,y, there 1a a eio.ultaneous announceMnt in each of the 

three countries and we hope the thing will work. 

It looks to us , &Iter going a t the thing very caretu.U7 

and spending ..aey hours, days, and nights, that this seeu like 

t he next l ogical step. The way I described it to the press at 

4 o'clock wee thies that we look a t it something a s tbough this 

thing were a triangl e, with the pound, the franc, and the dollar 

in ench corner, in each of these three corner a; now, for the 

first til08 , a stabilization fund is holding up each corner. 

Now, .,hat we are trying to do is to even out the excba.nges . 'llha t 

we are trying to do is to keep this plene on an even keel. And 

the great danger in this thing, if you will look back to 1931 

when England deval ued, i s that the whole plane aigbt drop aud­

den1;v. 

Mow , of course, two weeks isn't very auch experience, 

but it bas worked awfully wall. I haven ' t got aey particular DSIIUI 

for this new kind of gold standard; I don• t know wha t I call i t . 

It is certainl;v not an international gold bullion standard. I t 1a 

not the old gold standard. It 1a something entirelJ runr , aDd 

you .. n undoubtedl,y will want to ask technical questions a a to juat 

bow and when we give up this gold, or dollars, etc., and bow we work. 

Now, our boys a.re here and they will answer these questions • 

But the thing I want to impress on ;vou is that, tor tbe 
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first time, the o~ people that can get gold from us will be 

central banks. No private bank, no individual , can get it. 

And the i.'\111 vidual f oreign exchange opera t.or - I think hi a d•:r 

1a over. And I think the business u.n Ofbo wants to sell good a 

or aport goode - that bis risk tbst he bad to take in foreign 

exchange is pretty well liaited, and I should think for tbe 

business man it would be a particularly useful thing. 

!low, •e ba ve hopes; we don 1 t lena... A a I explained a t 

the aost difficult conference, press conference, I have ever bad 

( it leated 50 ainutea), we have behind ua, since the fall of '33 , 

a successful racord on this monetary program. Three weeks before 

election everything, as I say, is ~agnified a thousand times. 

Heaven only knows what it's going to look l ike in the morning 

pepers; I aa pr-:ring it will look all right. But the PreBident 

didn't want t.o pull beck because election waa cOIIin.g. Be wanted 

to move forth j ust as f ast as I could. 'lie have dons it; we have 

tried to be cautious. 

I feel tha t those of you who are here - tha t it affects 

each one of y<'ur departaents in some w-:r, and I aa very anxious 

that :you understand it. I hope we will have :your S)'llpathetic 

support. Tbe boys are here because :rou will want to ask quaetiona. 

I want you to be perfectl:r t'ranlt. I ' ve got a fairly thick akin. 

The thing that we need to help ua 1a tbisz !low, tbia 

thing that we ore talking about is the external dcllar. llarri.ner 
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Eccles, of the Federal Reserve Boerd, ha s got most of the reapon­

aibili ty for the in~ernal dollar. 114rr1nar and I see 110re of 

each other than I see of BOlle of )'OU other a. But there are so 

III8.DY thi.Dgs that al.l f ocus on the thing. Juat our bUJiD8 and 

selliD8 gold - we can 1 t handle this thing alone. Evecy one of 

you people in the rooa- we need 70ur help, and we just can't 

do this thing alone. 

I aean how this is go1118 to affect tbe cost of liTing; 

how it i s go1118 to affect the sanufacturar, the iaporte.r , the 

exporter; how it 1a going to street cOUIOdit,y prices. The whole 

American econoalic strata is affected, and what I want is ;you 

people to feel that if 1 in this nsw step that we are tald.ng -

if, in aey w•;y, it affects tbe particular responsibllit7 that )'OU 

have , I want )'OU to let us know, because it 1a iapossibl e for ua 

to keep track of it all. But, as we go along - as I sa)', this 

is the second stop - we vecy mucb want )'Our help and 70ur criticisa. 

Jus t for e.x.ample , I asked llr. Landis' organization, in 

the afternoon I think 1 t was, whether I could have next morning the 

prices on rq dealt - bow ..an;y dollara each countcy had sold abroad 

on stocks. Dr. Ooldschaidt got on a plaDe, went up to liew York; 

next 110rning I had it. Eftr)' IIOmi.Dg a t 81JO I haft on rq desk 

the exact nuaber of dollars sold by countries 1D stocks, and it 

is a tremendous help to ua, beca~e when the pound was fall.ing, 

and )'OU could SH the nuaber of mlli\lnS of dollars were coaing 
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thi s way, i t was perfectly obvious that one of the biggest reasons 

was that Grea t Britain was selling sterlinc, bUTing dollars and 

~ing our st.oclca , and everyboclt trJinc to keep aterlinc up knowing 

thll t wa s Just thl'01Jinc hie aoney out or the window. 

And it ie that kind of assistance tha t we need. As I 

say, our attitude is that we want all the help we can get, because 

I think it 18 - ,..,11, if I may use the word - a rather courageous 

step to take; we hope it is a rl,se one. 

!low, I i114g1ne there are a nuaber o r you people who went 

to a ek the technical workincs or this thine, and we' ve got, I tbink, 

the people here tbat can answer it. So please just ask anythinc 

that you have in your adnd and we will try to make an effort. I 

a1gbt sa,y to soae or you in here the h at t1ae I had a meetins 

like this was when I explained silver, and Leon Henderson certainly 

did a pretty good Job on silver. Anybod7 want to ask ~ing! 

Render eon; llhe t. do you think it will do to the internal price 

level? I gather from what you said you didn't think it would 

affect the internal price level. Now , why do you think it's 

not going to affect our internal price level? 

R. ll., Jr.: You ' ll have to answer that, White. 

Wbi te : It will have eoae r epereueaions on our d 011est1c price 

level. Some of the repercussions will be in an upward direction; 

o thers will be in a downward direction. Take , for example, rubber . 

We would expect rubber to be slightly cbeaper by virtue of the 
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fact tha t Ule f lorin h e little bit lower in Ule Dutch Indios. 

But i £ you watch the rubber prices you will see that, ins tead 

of their havin& declined in teras of dollars, Uley ect~ have 

risen very sl.ialltly. And tha reason 1a an iaportant one. I 

think tha t one of the bportant f actors in the trend of prices 

is the real de~nd for the commodities - you will agree - and 

OJIYthing which t ends to restore confidence in the expectation of 

an upturn baa a bullish effect in general on prices. And so 

we see even in those coli»>dities - I used rubber IIBrely as an 

illustration because 1t lll.gbt be a typical one; you lll.gbt take 

tin - in which you would ••~ct the first repercussions in a 

downward direction, that it doesn' t necesaer ily work tha t way. 

Now, tin is controlled, isn1 t it? You will find that also t rue 

of other co....oditiu. You have controls, you have partial con­

trols, you have inelastic supplies; but 1l you te.ke the gener al 

run, the f e.ct is you will find t ha t , eYen in Ulose co:moditiu 

where you expected a decline, you will get no decline , and in so .. 

cases you will get a alight upturn. 

So I would 8&7 on the whole the t you expect a allgb t 

tendency tow&rd upor&rd pr1c,es bare. That would not be t rue 1l 

you had a coapetithe regi8e of depreciati on which t ended to 

operate in the opposite direction; 118118q, in a dest.ruction of 

confidence. But ;you have bad such an order]J devalue.tion and 

you have bad cooperation of these three goYernaenta which have 
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gone a long way toward restoring world confidence, so that I 

think we are seeing tbe first fruits of the good things that 

we hoped and expeCtedJ aa.e~y, tbst those co~ties which we 

llig)lt expect to decline with devaluation of nwoerous c•·.rren-

cies bave not done so, whereas ~ other indications - stocks 

and borrowings and varioua other factors - have tended to 

increase prices, so t hat , though I shouldn't look for eny aarked 

increase as a consequence of that, I should look, on the whol~ for 

a illg)lt iaproveaent in our own prices. 

H. ll., J r. : llaybe Dr. Goldenweiser doesn't agree with that. 

Goldenweieer: Yea, I do. I shouldn• t expect aey decline in prices. 

Dr aper: 

I haven' t watched them as closely aa Mr. White and I didn't notice 

ebout rubber . But I was thinking, os he was spealdng, tbat even 

if rubber bad declined allgbtl7 in price, it wouldn't have been 

a ca l aeit,y to tbh country , because 1t h one of the couodities 

we !aport. I can't think of aey erport colllllodity that would be 

Ukely to suffer fr011 this , and I should agree with Mr. llhite' a 

general estimate that the price level is l ikely to be affected 

slightly if nt all, and tha t a moderate rise in prices i s very 

llkel¥ to occur. 

llbat do you anticipate will be tbe firat reactionT I 

mean the reaction in the next ten da,ys or eo. 

H.M. , Jr.: Personally, I think- I bate to say this, but I think 

it is very bullish. I think that nobody thought we would bu·e 
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Jone11 

lJ 

the nerve to do thia, Uld it 1e the ODe thing that efteybod,y eaid 

ebou.ld be done . AM, personal~, I' d be treeeadoual¥ surprised 

U H waan•t "17 fnorably recehed, rltb a YeJ7 bullleb effect 

geoerally. I aean I 1 d be aost disappointed, becauae eYeeyboq 

who doaa internat10b&l. buailleaa felt that thi.a wu the oae thing 

that was nac&SS&J7; and I wq be wrong, but that's -.;r guess, &J:I1W87• 

Now, tbe raadi.ng of this "Britieb EconoMist• would lead 

one to believe that the Britiab would be ready now to do whet 

they apparentl y before ware not doiug. You've got tbe iapresaion 

that they would be Yeey loath to follow through on tbia tbi.ng eo 

ear~. They aeea to be tallcing or reserving freedoa of action 

untU some tiM into the fUture. So I tbinlt a great ~ I*>Ple 

will be surprieed tbst England baa considered tbia erranga•nt. 

So I thi.nk tha t will be construed bullish~, generally. 

8 .11., Jr.: Of course, it puts both England and France in a new 

Lubin a 

H.-.. , Jr. a 

poai tion with the rest of Europe. They' va got aoaetbiug to trade 

for . I aean wa a.re doing this tbi.ng purel;r for the good of the 

world, and, ae I 88)', leaving it to the Aaerican bueiness II4A to 

gat hie ahara of the increased busioeae which we think rlll 

cOM, but it does gi•a both England and Franca aoeething that 

ia quite useful Just at th.ia tiM. 

That beare upon tbie quaaUon; probably 7ou can anner 

it nowa llhat 1a going to deterMine how free 7ou are going to 

perMit the internat1ooel gold u.rl<at to bat llhat. 1a going to 

deterMine what other countries will be in itt 

Wall, Dr. Lubia, I realize perfactl;r that this can't 
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fit eveey count~')', because, pu-tioularq it1 South A~~~erica, a 

lot of theee COUtltriee haven't got ~gold -a lot of th ... 

We ' ve got a p1a.o which will fit &oM COUtltriea. It will tit 

Engl a!!d and l"r&nce aDd ouraelns. I wouldn't etq toDigbt that 

it Brasil walked in waorrow aDd tha State Depu-tMtlt said, 

•Here's Brasil; she Willits to get in on this thing, • aDd just 

because aha didn ' t have ~gold (I dotl't think abe bee ~gold, 

bas aha?) aha can't get 111. We'd bava to sit down aDd tey w 

work ao.etbing out. 

But the attitude tha t •• ban 1t1 the Treas1U7 1a that 

we feel, froa an ecot1otdc aooett.r7 steDdpoitlt, there 1a ootbing 

we can do that will help world reooveey as .ucb as this will, end 

we are teying to fit the plan to tbe situation. 

Gardner: I woDder. I caD sea bow this works it each coUt1t17 loolcs 

after ita own currency. The UDited States bu u.de its decieico 

rather detWteq, that we would keep the dollar at the equiftlent 

of tJ5 llD OUtlca; that is a fixed rate . The British fUnd and the 

Fraoch tUtld 1 and the other tUtlda are also 1118Jlaged currencies, 

but which have no fixed rates; but the, oan eo u.nage thea ee to 

preaer ... a fixed relation w tbe dollar. I c&D aee bow the 

British .t'wld, bJ aelliDg or ~ gold, can aailltsin that tixad 

relation with +.be other 1'1mde. 

low, I think that tha plao or Mchani• that I would 

like to gat oleer ia1 on what basis tho AMriCilll tUtld rill Wldar­

take to preeerve a certain rate por atsrlinc. I can see bow tba 
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Englieh, knowin& what rate they wiah to preserve, can undertake 

appropriate gold operations in thia aarket to achieve that and , 

and the B&.M would apply to the French and the othara. But in 

the lli"ternoon, when the fore1cn exch&ncea are cloaecl and the 

foreicn t\mda preauubq rill not be operatin&, the AaeriC&D 

fund haa to atep in and do the 1181111gin& or sterling and franca 

and other foreicn currencies which don't have their otrn reapon­

sible source to support thea. In view of the fact that there 

is no fixed rate for aterlin& or the franc, what govema the 

Aaerican operation•' 

8 . 11., Jr.: Well, we will have to give up Uttle secreta, but I 

Gardner: 

H.M •• Jr.: 

Gardner: 

didn't want to explai.n it. But I will explain it to thia croup 

in confidence. Tbe undaratanding 1a this: If, for instance, 

in the momin& the British fix gold, aay, at 142 eh1111nca, that 

is, the Bank of En&land - we take over the aerkat, aay at l2 

o' clock. llbat we han been doin& ie, they take it up at l2 and 

than "" take it up, which ia 5 o'clock there. Any tiM durins 

that day, on a fallin& star lin& aerlcet, we can b1.1J star lin& know­

ing that durin& tha t day we can convert it into gold at 142 

shillin&a. 

That anawer ov questions and that explains it. 

And that 1e what we haven' t. wanted to explain, but I 

want to explain it in this roo•. !bat pqa ua perfect protec­

tion. 

The British have their own fixed price, but it cbllJI&e& 
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11.11., Jr. a lee, end tbe7 might even chaoge it bourl7. But, in 

Gardner: 

our caee, whatever the price 1a in the •orning - that price 

stands for the reat or the da7. So, ae we btQ' on a falling 

IIIU'ket, we can convert our paper eterlin& into gold &n:f tiM 

during that day or tor that ~, and the ~~Ute works in Yr•nce. 

'!'hot clears that up. '!'hot ~~~akes a complete arrange-

.... nt, yes. 

H.ll., Jr. a A veey nice arrangement. 

I'd like to bear so.e .ore ot these econoaista talk 

about our internal price level 

Henderson: What effect is this going to have on the fUture ot tbe 

reciprocal trade agreements! and , also, is it going to make 

a situation that •ey ot those will have to be revised? The 

process ot revision is a pre tv delicate one An:f881, and 

perticularl7 it we add another ite•• that ·1e are not going to be 

importing as 1111ch co..oditiea which have a world price, I hope , 

in the next couple 7eare. 

H.ll., Jr.1 You've got two questions there. I just know it 

Feie: 

Affects the reciprocal trade agreeMnta. 

I shouldn't think this .rre.naeMnt tor gold purchaee 

and sale would &ttect the reciprocAl aareeMnt prograa. The 

changes in the valuea of currency that are taJd.ng place aight. 

In our agreeMnta with the M•ben ot the gold bloc -

with Belgiua, wh.ich 1sn • t a umber of the aold bloc, w1 th Truce, 

s: 
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and with Switzerland, we have proviaiona right in the agreements 

whereunder, in the event there ill &nJ aubatantial. change in the , 
relative value or currencies end, subsequent to that, c011pet1t.ion 

arises of an unexpected IUld serious nature, the other parties aball 

be free i-ediate4' to aeelt a diecueeion with a view to finding 

a remedy , and in the event no remedy can be found the agreement 

can be abrogated at very abort notice - I forget which, )0 ~s• 

or 60 days' notice. 

Now, the oa.ly experience ao far that we have bad in 

the Belgian devaluation is that no aucb situations have arisen. 

But, if they should, wby, I anticipate tbat we would enter a die-

cuseion, not of the whole agreement, but of the p&rticular items 

in which the unanticipated co2petition arose. 

One reaaon we were willing to go ao far waa the faot 

that when we took the dollar down there were alaoat no direct 

tariff reta.liations against our doing that , rather unexpected.l7. 

Various countries claimed that it upset their whole tariff 87Stea, 

or disturbed it - the drop in starling, the drop in the dollar, 

but there were no diacrainatory tariffa lened againat the dollar 

when we took it down. 

Renderaon1 I was thinldng of Gardner ' a question. If the £nclieb 

are floating and we are stable, it ia l1kel)- to chang& prlcea 

on a o ... ber of world couoditiea. 

Feiat Well, unleaa I aa wrong, what would be iaportant 

64 
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wouldn't be that the7 are floatin& and wa are ateble, providillg 

the7 float within a Y&ey narrow range . 

BanderaonJ But the J)OIUid 1a going to bue aore d11'ticul t7 than 

wa are, and .ore than the franc . 

Gardner• Tbe pound for a couple of 7e&r8 baa floated within a 

Fa ill 

Fox• 

range of about 2 percent. It looka big in that five dollar 

pound, but it is a Y&ey au.ll peroentega range. 

lla bava no trade agra-nt with Great Britein. Wt/ 

bave a trade agraa•ant rlth S'rltzerland. But the devaluation baa 

just brougl>t 1t beck to tba rehtionah1p before 19)4. And the 

r ates for 100at of tha t.portant products ware ao high that, ann 

with the variation pricA I can't foresee &nJ such marked voriation 

aa to require a carrying into effect thie provision that wa bava 

AQJ trade agre888nt, tor inatance, o.n watches and Swiss cheese 

and t.hi.ngs of that ld!ld. It will help so• ot these eountriea, 

help to brin& the• beck into the .ore nonal relationship that 

existed before our devaluation. 

In our trade agre-nts we ban bad to resort to eo• 

vaey fanq reclau11'1cat11l118 -llka in Swiherland, tor inst&Dce, 

on that pedal.1ne braid - in order to avoid the Jap&D&ee co.peti­

Uoo. low, this devaluation will help to ette<:t the t.h1.ng that. 

we are tr7'1n& to do tbrougl> th• re<:laaa1f1cat.1CD. It will help 

to brin& soM .ore trade to Swit&erland in a product that. we 

dOD' t produce bare &J~Thow . And the rear we bad;.in reducing our 
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duty waa that Japan would get the u.jor benefit of it, and 

there are a nwaber of other produeta where that ie true. Tben, 

on cotton cloth, for instance, the deTaluation of the aterlinc 

threw to Great Britain trade that wae noraliy Switserland'e, 

and the recent develuation of the Swiaa franc will help to 

perbapll throw aorae of that trade beck. 

Henderson• What will it do to Japan' s cotton? 

Foxo It' a too high grade for Japan to be affected. lie 

didn't even han to resort to reclaeaiticat1on there. It 1a 

a different claaaitication entireq. 

H. Y., Jr. o I ' d like to clear up one point which I never disclosed 

before. You 1187 have known it, 11orae of ;you people. But tbia 

question of the pound f l oating. At rq preaa conference toda,;y I 

disclosed the fact, which I don' t think was generalq known, 

that we have the power to change the price of gold without 

changing the nuaber of graina of gold in the dollar; and we 

disclosed that for the first tiM. I can pa;y to.orrow a hundred 

dollars for an ounce of gold if I want to; 8nd that baa nevu 

been known before. But we have lcnown it in the Treaa1U7 right 

straight along. I was glad to disclose it, becauae I thousbt 

it wae lees, ;you aigbt aa;y, upsetting to .a.. people to kMw that 

then to think the onq way we could Met tb1a t:alHng pcnmd aDd 

a falling internal price l enl would be to devalue fUrther. 

Jell, we could do it by increasing the price of gold without 

66 
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changing the gold content of th11 dollar. We disclosed that for 

the first tU., and I think that 1a a Y&l7 1aport.a:ot point. I 

don' t know whether that 1a gene~ known or aot. 

One ot ~e atrongeat features or the progru up to data 

has been the fact that ;rou haven' t had to do that. 

No, but I don't believe 1 t' s been known before that we 

can raise or lower the price of gold w1 thout the changing of the 

nwaber of grains of golcl 1n the dollar. 

Cardnert But our practice, of course, baa been to ae1nta1n the 

f'ixsd price. 

H.M., Jr.t Oh, ;rea, but ••. • • 

Cardnert Then the British practice ia to allow the pound to give 

H.ll., Jr.t 

before the va171ng currents 1n the exchange ~~~~rket. The;r contend 

against it, but they give ground graduall.1', one wa;r or the other, 

and the pound 80vea up and the poUDd 80V88 down 1n orderl;r faahion. 

What do they gain by aot keeping it at a a1ailar fi:.<ed rata until 

the;r see aoae good reason for a change. 

I think the;r have the aue reason that we haY&, until 

the various countries are further alone on their econotdc recoY&r;r. 

England didn't want to loae the advantage which abe baa bad since 

19)1. I think abe's been darn a.art about it, and I think that 

we have been uart 1n thia countr;r a1nce the fall of ' .3.3 in that 

we have kept ae;ring right straight alone that we are oo • 2.4-llour 

bAaia, wbieb Mana that we are not froND, and I think that it 
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baa been a source of strength rather than a source of weakDneJ 

and we still ai.Dtain that position. 'lie are still on a 24-hour 

beaia, and we &A7 ao riD!t i.D tbia proelaloetion. 

But the ~ which we ban dholoaed for the first 

tiloe is that we can change the price of gold wi tbout changinc 

the gold content of the dollar. And it there should be aQ1 

desire or tendenc1 for aoee person (to use the vernacular) to 

"110nkq" with the dollar, there ian' t &Jl7 tool which ia -.ore 

useful than to either lower or reiae the price of gold. 

Coldenweiaer: llr. SecretarJ, IIIIJ' I aak e little further explanation 

of what that meana , what JOU aean when JOU sq that JOU can 

raise the price of gold without changing the gold content of 

the dollar. It )'OU pe7 for the gold in dollars, that lle&DJI that 

there will be fewer grains of gold, or -.ore grains, or fewer 

grains of gold in the dollar autoatic~, aa tar aa the arket 

price ia concerned. Do JOU aean it wouldn't be tecbnieall)' lese 

gold coined into sold? I t ian' t perfect!J clear. 

H.M., Jr . : Well, what I think I aean ia that we don' t change the 

nUIIber of grains of gold in the dollar , but we change the price. 

Goldenweher: But since JOur price ia atatad in dollars and refers 

to quantitJ of sold, doean•t it cbanie the price auto.atieall)' 

ot gold1 

H.M., Jr. : I'• going to be a little bit unfair. I 'a going to &iTO 

you a lepl explanation. .lr. Oliphant, gi.,. thea a legal exp4nati on. 
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Then, it he doesn't Wlderstand 1t, we'll get an econolliet . 

Oliphant: You are dealing with a lepl concept and an econollic 

H.lol., Jr.z 

Oliphant• 

concept. lrbat we ~ 117 the gold content of the dollar 1a that 

110re or leu to.--1 thing deterlli.Ded 117 Presidential proclau t1on 

at the ti.Joe we denlued to 60 percent. And the effect of that 

proclamation, or course, ia manifold. There are all aorta or 

legal consequences that flow froa that. For instance, questions 

of .aintainins peritr , the ducy that 11 on the Secret&r7, etc. 

Now , in addit1o.n to the power the Secret&r7 has pointed 

out which the Pree1dent haa b)' rlrtue of the Agricultural AdJust­

sent Act fUrther to devalue, there is in the Gold Reserve Act a 

reenactment of two old statutes going back, one of them, to 1867. 

One of thea giYee the Secrat&r7 of the Troasur;y, with the appronl 

of the President, the power to ~ gold upon ~ teru at ~ rates 

he U7 deea 110at adftlltageou.a to the public interest, and this 

authoricy to ~ &old 1a unaffected 117 aa;y law as to the -intenanee 

of peritr. And the othar statute ••• 

Will rou be a l ittle louder, Herman? 

And, ae I aa,., this power in thie old statute, .... nacted 

in the Gold Reeerre Act, preaent!J' proYidee that that power to 

~ gold 1e unaffected 117 ~ law relatins to tha -.intenanca of 

perity ea aaoD& different coined curreDciee of the Onited Stetea. 

And tbe other statute, next. eeotion of the Gold Reeene 

Act, &i ... e bia the like power to eell &old upon ~ teru at bOM 
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or abroad , upon a~ teras be ray dee• .oat adftntageoua to the 

public interest. 

So that, w!Ula the f'ixation of the gold eontent ot 

the doll.ar, tor all eorte ot legal purpoaea, both public and 

private, is a relati ... 4' inflexible thine and you would think 

of tbet ae bein& done periodieal4' and allowed to stand tor a 

while, at least, under these t wo powers in the Treasury gold 

can be bought aud sold fro• mnute to mnute at a tluct,..,ting 

price. 

But it there is tbet power tbet the Secret&rJ baa bed 

to pa,;r a hundred doll.are for an ounce of gold and ;rou should 

exercise it, wh;r wouldn't we then have a twent;r cent dollar, or 

a dollar worth one-fifth of what it wae worth before, when wa 

pa,id twent;r dollars an ounce? 

Purel,J troa tbet de£1nition of that, as I pointed out. 

The u.rket ftlue would tand to I'?Ve before the excban&e 

IOIU"ket value . About the onl;r practical difference would be that 

;rou probabl;r would not revalue the gold stock unless ;rou altered 

the gold content. 

&noraoue practical ditference. The whole question ot 

what ;rou are ent.iUed to on contrecte, and the whole dutiea. 

One thin& I pointed out - the dut;r to uintain pa,rity . 

Goldenweiaara Econollicall:r it ll8&rul tbet the power to cbaage is not 

lillited to between 50 and 6o, but that there 1e no lii;!t. 

Olipbanta That power 1a upheld bJ that 1867 atatute and hal ben 

Regraded Unclassified 



24 

continuous on the books since. 

H.M., Jr.: 

Goldenweieer: 

Is that a aatiafactocy explanation to your question? 

Yea. I u vecy IIUc.b interested to Me the legal pbaM 

of it, but I aa 110re interested in the econoaic part of it 1 

which Mana tha t your power in the IIAtter 1B not liaited at all. 

H.M., Jr.: True. But the on!T reason I gave it out was they 

pressed ae eo on the dnaluation. I have known tbis thing right 

fro• the beginning, and I felt it was leas frightening to have 

them know that we could lower or raise the price of gold without 

changing the gold content of the dollar than to have the• think 

that the onl.7 weapon that we had, 1f we needed a weapon, was the 

power of devaluation. 

!low, of course, you people know w• have bad a lot of 

t~incs. We've got three billion dollars worth of co3a&rce cur­

rency that we can spend a:ey tiM we want. We've got two billion 

dollars of the stabilization rund we can spend. We ' ve got fhe 

hundred aillion dollars worth of extra silver. So we' ve got e 

lot of things which Mr . Roosevelt could han uaed ~ tiM be 

wanted to , but didn' t because he didn' t choose the •printing 

press• route for recovecy. I .. an he's had all these tools at bia 

fingertips aDd be' a bad to uee one single 1nflatioDBr7 .. thod, 

in the aenae of the co.mon uee of the word. He' a bad a.ll ot theM 

things, including the fact be could change the price of gold up 

an;! down, aDd be' a been quite cognisant of all theM but be ham't 

used &liT of theta. .lnd it 1a OM of theM things wbicb, in ell 
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these chargee of inflation and &11 of that, I tbi.nlt baa been 

lost eight of - that we have bad all of these tools which we 

could have I1Hd at aey tiM. 

Colden,.aisera llr. Secretary, ea a practical .attar, 1a tba difference 

H.Y., 1r. c 

Oliphant a 

a1epl)' that, 1n the power to change the price of gold, pay aa 

auch for gold as you "deea 1n the public 1ntarast• - does that 

11111an that the distinction between that and changing the value 

of the dollar 1s pr!M.ri.l7 that one ia a teaporaey aarltet thing 

and the other is a permanent legal thing? Is that the practical 

diati.nction? 

I don• t know. Did )'OU hear that, Haran! 

That ia true, if 70u read enough content into it. 

The other ia e legal thing. It 1a an institution. This whola 

matter of the legal definition of the unit of value baa a great 

1118.11f ralliticationa. It ia not an idea 1n the beads of la"7era 

.. ral)'. But I th1nk reading that sufficient content into it -

l: think that is the difficul1;r. 

Coldemraiaara The practical ditficu11;y ia that one da,y it a&)' be 

desirable to pay forty-five dollars tor gold and the next de)' 

it wq be daairebla to paJ tbirt7, and JOU don' t ba" to adJuat 

your whole &J&taa of currene,r and a lot of legal coqtracta and all 

that to that. And you MJ tend beck to the original baaia. Jou 

_, ... t an individual aituation and without aa -.n;r rouequeneea 

aa it JOU actuall7 changed the legal content of the dollar. It ia 

an 1ntare•ting idea to .. , .lr. Sacratal')', bacauae I bad MTV 
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thought or it that •AT· 
8.11., Jr.: Well, we be'"'n't talked about it, but thq preaaed .. 

Bendereon: 

80 herd tode.7 , teyi.ng to get .. to 8&7 that the onlJ- wtq we 

could •et fluctuation was by our power of devaluation that I 

felt it was tiae we disoloeed that we bed this additional power 

and that we didn' t beve onlJ- the power to devalue; because tbet' a 

been played up 80 end it'e 8 sort of "bog.,..n• which thq have 

pleyed up, and I tbiDk the changing price of gold lligbt not 

trigbten the people eo aucb. 

The realistic th1Dg ie that you won't beve to uee a 

fluctuating .arket price, or you wouldn't even enter into this 

agreement for excbenge. 

H.ll., Jr.: 'lrue, and it 1a a aoet difficult tbi.Dg tor people to 

belleve who have been de&llng with Englend the lest four or 

five years. But the fact reou.ina that up until tonight ··· I 

aean no one could aelt for e better partner, and they be'"' ebowed 

eveq sip or cooperation. Ae I say, they have spent elaoet two 

or three dollars fo.r eveq doller we beve epentJ and their atti­

tude, I _,, couldn' t have been better. I don' t suppose &JiiTbo<iT 

bea been aore auspicious than I have, having bed to teke it on both 

cheeks, etanding end sitting, troa thea t or about two yeare. But 

we tiDal~ b4ve oo• to tbie underete.nd1nc aDd I b4ve 8V8%7 reeeon 

to belleve tbet tbq ere going to pl&)" the pae. low, I went into 

1t with • f1n&ere crossed, and eo forth and eo on, but oart&iDly 
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up to date both they aDd France ban done enrytbi.Dg poulble. 

To gin you an axample of the kind ot cooperation, 

one of the benka i.D Jew York bad a co .. rcial cuato•r and they 

needed tin a1llion trenca. Tbere weren' t aa;y franca in tbe 

IID.l"ket. They called up, said, •we can' t get atJiT trance.• The 

baclt called up the Federal Reaene and thq called • up. I got 

Paris on the rlre and i.D 3S llinutea troa that tt. (he wae to 

phone ae back) thq had tin a1llion trance at a reasonable price. 

I •an things like thet just cou.ldn• t be done before, and it 

just shows what we can do in a perfectly legitaate way for the 

A~~erican businau aan under theae circuutancu. And, heretofore , 

somebod.y would ban aquae:r.ed thea end they would ban paid •through 

the noaa.• 

I'd like to aek Cbester Darla bow he thinks thia 1a going 

to be received by the verioua schools or far .. ra i;.bat we ban, groupe, 

etc. How do you think the fll.l'll people are going to like thief 

Davis• I haven• t been able to see that there would be atJiT greet 

exc1teMnt about it. 

H.ll. 1 Jr.t lou wouldll 1 t? 

Davia1 No. Cenerel.l¥ I tbinlt they have been pleeaed at the 

stepe that ban been taken i.D the laat t wo wHka, two wHka and 

a balf, HeD.%7 . 

Don' t ycu think that there oucht to be ...,_ exc1teMnt 

trOll the t'&rM.rl? 
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llbicb w811 

Favorable. Dietinc~l7 eo. 

Well, there are too uo,y things harrow1Dg the tu.r 

froa one aide of the field to another right now for hill to 

get muon excited. But tl'e reactions, alight onea that I baft 

beard or, aeH to be favorable, and it looks like ironillg out 

towards better trade. But it isn't ao,ything that could be 

described as pure exciteMnt. 

S .M., Jr . : I Man would the7 bave &nJ criticiam, do JOU tb1nlt1 

Davie: 

8.11., Jr.: 

Davies 

B. M. , Jr. s 

Dav1.s : 

Mo val1d one. Of course, there's one group, Benr,r , 

that criticiu evel'7tb1ng that 1a dona and will 1'iDd aoM belie 

for doing that , but I don' t tbink that speaks for ao,y considerable 

percentage or the fart~era. 

llhicb group are you referring to? 

CoughJ.in and the rest of thea. 

lie are getting kind of used to that. 

lea. But, aside tro• that, I don ' t belieTe there ia 

ao,ythimg except faTorable reaction. 

Henderson: Arq private profit out of thi s? Probably wouldn' t be 

Darts: 

H.M., Jr. a 

Ecclaa: 

able to do 8UCb troa i t. 

Doesn't make a~ difference whether tb87 do. 

llarrinar, don 1 t JOU want to aq bow this thing 

illpreaHa 7ou! 

Ot course, as the SacretarJ uid a lltUe wbUe aco, 

we are priaaril,y interested in the 11-te1Ll1.a•te reeponaib11it;r for 
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control of the doJMstic credit situation. That , however, ie 

ineeparablJ coonected with the preble• that be baa reaponei­

bilitJ for. The bportetion or gold baa been reeponeibU Yfl'rJ 

lerge}T tor the exceea reaerfts that we now baQ. IJl:t IIOYe that 

is taken that would tend to further increase our gold resenee, 

of course, will further accentuate our preble• or excess resarfta. 

A .ave that would tend to stop a huge inflow of gold such aa we 

have been recairlnc the last 7ear or two ae a reiNlt or the situa­

tion with the sold bloc , of course, rlll act !avonLblJ. Thia 

should teDd to cauae an outflow or capital ae a reiNlt or new in­

creased world confidence. Fore11111 capital uy haw coM bare 

because it wae felt that there wse a better opportun1t7 for it 

bare than in other countries. But it would tend in tiae to 

possibly cause ue to lose soae sold, which would be a verJ desir­

able and a !norabla thine, and fro• our atandpoint in the Raa&rft 

Systea, of course, it would leaaen our problu or dealins with the 

excess reeerYea. 

I look upon the action taken aa heine a very favorable 

one and one IIIIich we have looked for aa soon aa Yrance , the :,:old 

bloe, waa forced to face the inerlteble iaJNe. I think that H 

baa worked out poeaibl7 hatter thai: &117 ot ue - well, certainlJ 

ae well ae &117 ot ue - could baQ hoped tor. There na certainlJ 

an opportunit7 tor !'ranee to ba toroed ott the gold without the 

United Statee and Great Britain and France gettinc together u 
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the7 did, • hicb, or course, would have bad an adverse influence 

thro~out the •orld. I feel ncy bapw about tbe results up 

to date, and the proapecta as a ruult or tbis aeeond a~p wbicb 

bas been taken ought to car~ work in the right direction. 

It ia difficult at this tta., it aeeas to me, to ~ 

just •here the franc can definite~ settle or where the pow>d pos­

eib~ can. Tbis is an interim period when these tbree stabilba­

tion tunda will, ot course, tend to Met the unusual situations 

end call-for situations tbat .ay develop aa a result or operations 

of speculators or ~ other cause. 

The long range development, of course, can o~ be dater­

llined - the long range value of our respective currencies in rela­

tion to each other can o~ be deterllined, in the final ana~aia , 

b7 the anent or recoftr7 in the reepectin countries end b)' the 

interutional IIOYeMnt Of goode. Whether the pound will go down 

further or whether the franc will be able t.o stabilize at 34 or 

.30 or soae othe.r figure , in the final long range view, aa I 887, 

I don' t think we can deterlline. 

Evecytbin& baa been done , it eeeae to ae, b7 thie 

coun!.r7 that we could do, that we could expeot. 

So tar u bueinesa aen are coocerned, I should think 

that thia would be ncy, Yecy bullleh. llqbe thq won• t undere!.and 

1t, but the7 han been ba-ring eo aucb, eYen in their own aind, 

about the idea or tr,riDg a stabiliaation, end eaotionalJ.T it certa.izlq 

Regraded Unclassified 



31 

aeeas as tbougb it would be received optiaistioa~ . 

H. ll., Jr.& I sbould think i t will be plauiDg to the Cbuber ot 

ce-roa. 

Draper: I don't lcnow wbetber tbey' ll ad.it it or not. 

B.ll. 1 Jr.: Tbe last stateaent tba7 got out, ten dafs ago, •as a 

vecy fair stoteMnt. You couldn't criticize it. 

Ooldachlrldt• Is i t intended tbat this agreeaeot will wort in tbe 

spot ~~~a.rlcet and tbe forward exchange ~~&rlcet between tbe tbrea 

currencies? 

Lochhead: Tbe question ot forward exchange between tbe funds ia 

Lubin& 

Loobhaad: 

aoaethiog that hasn't been developed vaey aucb. It 1a a question 

of wortiDg out the probleaa aa they come up. I don't think tbsre 

would be any objection to operating iD the forward exchange market 

it we tbiDic it would be better to work tbera; but it depends on 

tbe circuaatanoee at tbe tt.e tbe situation arises. 

Would we feel that eitber Franca or England was violating 

tbeir agreaMnt witb ua it we foutld tbea operating on the forward 

exchange market? 

Let 11a tall JOU this: In tha first place, we'll have to 

feel tba1. thia 1a a cooperat1T8 arr&n&aaent ratbar tban coapatition. 

If we didn't teal tba tt.e waa ripe tor ue to be worJd.n& on that 

baeie, I doolt tbl..alt •• would haT8 entered into this arraogeunt. 

We have had, .ora or leas, aaauranoea tbat there will be no ooa­

petitive devaluation. It is a "pnUeaan1 a agre-nt• and we all 
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feel th• t we are gentle•n, aDd it 1a a working arrange•nt rather 

than a hard-bouad contract. We all ban the riaht to atop it .st 

a 110118nt1 a notice. But the point would natural.4 be thot we look 

into things and diacuaa thea - I think we IIU&t - and tr)" to arrange 

it by autual agreeaent. 

What I am trying to get at ia: Rae the question of 

forward market been discussed at allt Would it be a Yiolation 

U &IIi)' one of the countries atte•p~ed it? 

It would not be a violation of faith as long as we knew 

what thq were doing. The i dea is that we're not going to keep 

secreta troa each otbar or tey to operate in a forward u.rket 

concealed. 

Gourrich: The forward aarket would be governed ~ the d1tferencaa 

in .on&7 rates. Up to tha tiae or tba dieatebillzation of forward 

exchanges, that ~~~arket didn't amount to &Jl7thlng. It was a pure~ 

banker• s aarltet, governed ~ arbitrariea in 1a011e7 rete e. So, if 

JOU are successful in atebillt.ation there wouldn ' t be a problea 

of the forward exchange. 

Lotlhhead: The forward exchange urlcet would probeb~ be the ooe 

that the speculators would tr,y to operate in if thq thought tbare 

waa going to be change in that urltet. I'll acree with 70u that 

U people feel that the fluotuatioDII are a:oing to be irooed out 

to eoae extent, or controlled, there will not be the - achan­

tage i n going into a forward aarltat. 
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Lochhead; 
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The thing that aurprlaed • (we'n been watching thia 

th111g eo closely now) 1a bow 1111&11 the forward exchange u.rltet 

is when 70u get just down to le&itiaate needs of bus111esa. It 

ien' t very big. It is surpriai.ngJ.¥ SIIAll. Don't 70u tb1Alt so, 

Archie, when 70u eliainate the speculation - how small it really 

ie? 

I ea. 

8 .11., J r.; Fro• 12 o ' clock on we tai<4 it troa the whole world aDd. 

we get it froa every country and every bank, and we just take it 

on froa the whole world; and th87 run the 8l>d ten thousand pounda -

about the avera.ge size of the tranaaotions. And it 1a surpriain& 

how smAll the7 are through the da7. I mean it ie really - it's 

been an e7e-opener to me; and when we see how small th87 are , it 

i sn't ve.ry dli'ficult to iron out the fluctuations. 

Three 11011ths prior, 111 London, it waan1 t so ea87. I 

.. .., when the Court was aittin& there for three weet:a, five week4' 

tiM, uk1ng up ita aind. 

Is the speculation apt to go 111 the direction or the flow 

of &ooda? - which ... ana that the flow of goods will han to be 

watched prett7 carefullT in the next couple of weeks - not onlT 

the flow of goods , but the contracts which are being Mde, because 

the contracts wbich are now bein& ada will be reflected in AliT 

statiatica which we can gat week4 troa now. In other word a , altus­

tiona eaT =iae thAt are r ather nrious bT the tiae the fliUNI• 
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beco .. apparent. 

B.U., Jr.a Bow does that w~rk? I'• out of -r field. I don't 

UAderstand that. 

11hite: We are getting figures; we will be soon getting thea. 

We have arranged to. 

B.M., Jr.a Tall thea how you•~• dona it, White. 

'llhitea Bow we have arre.nged to gat the figures? 

B.M., Jr.: Yea, because llr. Fox ai&ht want to ben thea. 

Fox: The point I u • •klng 1a: Ia it not only necessary 

to find out the trends of the last few days, but also to find out 

what is going to be reflected in the tiguras tha naxt coupla 

weeks? 

B. M., Jr.: You've opened up an entiraq new field. White, would 

11hita: 

you explaio how we are getting the figures, and if we aat the 

figures what wa are going to do w1 th thea, 

We ben telegraphed all our Custoaa Aianta in tba 

ports that are iaportant1 that is, onr 95 percent coverage at 

least, .. yt-a 98, 6.Dd they &in ws the totala which they COIIpllte on 

the sheets as they oo.. in. They will telegraph those reporta or 

sand thea by air .. u, depending on where the port 1a looatM, 

so they will be on the Secretary' a desk. Let ws say on Wadoaada7 

there will be a coapUatioo of our exports aDd laporte of tba 

precad.io.a -k. 'llhen you coapa.ra that with tba fact that fipraa 

ben nanr bean available, except in iaoleted instances where 

81 
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there baa been a special problea, for , let us aa_y, six weeks after 

the .onth baa been oYer, you aee we are jUIIpi.Dg ahead aoMthi.Dg 

like ten or ele•en weeks . 

B.ll., Jr. : Don't let that out. The public would a~ the Dapartloent 

or co ... rce are holding their figures. 

Draper: ADd we are working onrt1118 to get the darn things out. 

The t ' a a cruel blow. 

Fox: !lot on.l;r that, but we have bad people 1D our place haYiD& 

eccesa to the origiDal figures. 

H.ll., Jr.: I don't get the point. Bow could a aan take advantage 

Fox: 

ot thie 1D the goods? Can :you expleiD itt I don't quite get it. 

I t co~~es tbrol18h the devaluation of the currenciu. You 

see currents or switching the trade , and 1D certain field• the 

operator finds be will have an ndYantage by getting aerchand1ae, 

getting contracts 1D large YOlUM .froa one or either of these 

countries, like France or Switzerland or England. 

B.ll., Jr.: Is there~ that the United Stetee GoYBrDMnt could 

or should do about a thing like that! 

Fox: Well , it wU1 be a headache 11' it denlops. 

Lochhead: Aa I understand it, an operator, by reason o.r the low 

franc rate, could 1q down woolen goode here "17 cbeapl.T, and 

people 1D this aarket would start placiD& Y8l7 large orders for 

woolen goode which tbq are not goin& to p8T tor tor three aontha 

abeadJ and you...,. ah-aid tbtot three -the froa now ft ...,. goiJIC 

82 
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to fiDd ou.raelves at a diaadnntege. I don' t tb1nlc, 8ll1"&7, that 

)'OU caD absolute~ t1Dd out exact!)' bow IIUCh ia going on, except 

that in tr'lde circles, etc. 1 )'OU he&r about that. And then, 

aecondq, I think that most or the people that do busineae on a 

lArge scale will still be tr)'ing to hedge their forward exchange. 

Tbe7 won't abandon the hedges right awa7 , and 70u will fiDd that 

1 t ia ref"lecti.ng in the forward u.rltet even it 1t ia not reflect­

ing in the spot ~~&rltet. 

I hue been tt71ns to rtsualhe what would be the 

effect on world trade. I u wondering it I u correct. Let's 

take an exporter 1n Argentina hidea who ia selling 1n the u.r­

keta of the world. It seems to me that if be is selling to 

France or England or to the United Stetea that he would want to 

get e quotation fro. other countries that are outside this tri­

angular &rrangeMnt , which would be baaed .ore or leas on tha 

stabilization and the .adi~a of exchBllle within these three co\111-

tries. In other words, it be is selling, it he gets a quotation 

for hides fro• Gel"II&JV, he would feel that there was 110re basard 

1n tha aedi~a of exchange for that countr)' than be would with 

regard to these three countries where the aediua of exchange waa 

aore or less stabilized, and that his natural iapulse therefore 

would he to de•nd ~t the price which waa quoted to hi• for hit 

bides he guaranteed or based on tbe rata of thesa three stabilisad 

Md1a 1 in other words, that the oa tu.ral tandeac7 of the world 
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traders would be to stabilize all tbeir prices in teras of tbeee 

three ~ountriee, 1D teras of tbe coapariaon. All I rigbt Ui tbet! 

SoM ot.ber aentle.an u:r want to anner that. 

Well, tbe buaineaa or tba world will natura.l.lJ' taDd 

toward that currenc:r wbicb provides tb" lea at rille of exchange. 

Thet ia ~ idea. 

And, to follow tbat, the dollar and the sterling, aDd 

particularl)< tbe dollar 1D reeent :rears, baa been tha one 1D 

which tbere baa bean a tendenc:r to quota, except witbin tbe 

sterling block. So I tbiDit ;rour atateMnt ia quit.e rigbt, that 

tbertO will be a larser ahara of tbe total world buaineaa which 

will tend to be quoted in tboae currenoiea b,r virtue of the 

fact that the rialt of excba.Dse will be lllilWiized 1D tbe future. 

Tbat•a tba wq I sized it up at first eight, but I 

Just wanted to be aeaured. I tbinlt that waa what was bappeniD&. 

Also, thera •ill be tre•ndoua iapetus on t.be part of 

tbe otber countries to pull tbeir currenciu 1D line witb tbe 

currencies of these tbree stabilized onea. 

It would ratber auto~~&ticalJ,J, it aeeaa to .. , fall 

that wq. 

We find that that 1a ao. We ba" aoae charta which we 

poaaib~ a:r not ba.,. an opportunit7 to abow bare, but which b&.,. 

bean coaputed at Y8I7 oonalderable labor , and tbe;r indicate juat 

tbat Ter7 tbin&l that tbere baa been a tand8EI07 toward eaplo;r1q 
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llhite: 

those exchanges which ba•e given proaise of the least risk. 

White , do you want to take a ainute and just outline to 

tbeaa gentleaen the work that wa have been doing in preparation 

for this? lie have taken a year to prepare oursabas for juat tbis 

thing tba t baa happened. And when I cue beck fro• Franca, I bad 

bean just a couple of days &nd there was this whole t&lk of, lias 

tba dollar overY&lued or undarY&lued? We ~ort of prepared oursel•es 

tor twahe .ontha before for a .onatary conference, and I'd l1l<e for 

Dr. White to tell you briefly what we haYe oYer in tba Treaaury. 

And it any t1.118 you want to taka two or three da:ya off and go into 

this thing. Juat tell thea how we've prepared ouraelY&s 

tor this . 

llell, aa the Secretary stated, the problea which eon­

fronted the Treasury , becauae of ita respona1billty to ll&intain tha 

dollar at ita reasonable equillbr11111 with the other currencies, 

baa bean to deteraine just wb&t 1a a reasonable positions Is tha 

dollar oY&rY&lued? Ia it und.erY&lu..St Or is ooe ot the particular 

currencies oYe~or underY&luedt 

Well, it aeus like a ei.aple question, but that 1e only 

until you get into it, b)' virtue of the fact that there are a lot 

of factors that enter into a question as to whether or not a 

c~ncy is under or over nlua or a t aquillbrillll, which 1a the 

i.apllcation when you aq it h neither oY&rnlued or undarY&lU..S. 

llot only do you haft q,..stione ot the tiD811CU in the. particular 
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governMnt, but quutiona of the spread between coat pricaa and 

aellillg prices, queationa of quotas and tarifta aD<I the t rend of 

trade, and - ob, a whole boat of econollic pbeoo.eoa that ban to 

be taken into coneideration. I eu also b&Ya the troubleaoM fact 

th"t you cannot take aey two couotriee and coepare their econollic 

situation and 114lce and draw a ccn.cluaion. For ex&llple, you oannot 

take the pound and the dollar and aay that either the pound or the 

dollar 1s undana.lued by ex••' n1 ng Mral.J those t wo countriaa, 

because, olrriou.alJ, the pound daal.a with the reat of the world 

and the dollar deale with the rest of the world. Hot only de tha7 

have pounds and dollars , but there ara fra.ncs and eilreia and yen 

and all aanner of currencies and countries which play a role in 

the country's position. 

So it becOMe necessary to ex•elne the situation in ooe 

country and coapare that aituation with the aituation in all other 

cOUDtriea which &M ieportaot to the particular countl'J we are coo.­

aidering. SOIM or those things can be reduced IIOre eaa11J to 80M 

sort or quantatiYe figures, 8088 sort of quantitative measure, than 

can oth.ara, but th8J all b&Ye to be conaidered. ADd we ban been 

busy for about a Je&r a.nd a halt in the Treaeury tl'Jing to 8U81Jer 

tbat Yer7 ._ueation with reference to ouraelY&a and alae with 

reference to all other currencies , eo the Secret&l'J would be 1n a 

position to know what the situati on ia when the occaaiOJl 1a required 

to either alter it or take a position, or to enable hie to watoll -

Regraded Unclassified 



watch it alaoet tro• da7 to d&J. 

Ouo of tha aapects which I can touch on, becsUH poeaibl7 

it is not aa f••UJ•r ae eo.., of the othera, and the whole sub;eot 

is eo co.prebenahe that it rlll tab IIUCb too long to dhcuaa 

hera, - but this particular one that we have done is that we hue 

taken the relati,nabip of various price structures of the United 

States, for eX&IIple , with not aey one countr,; we have done th4t too, 

but we have taken the United Statu and all other countries that 

are iaportant to ua, juat as we ban taken tbe - price atructu.rea 

of England and all countries that are iaportant to England, thq 

not being the eaae countries in each caee. 

Well, we have taken the exchange ratee of one countr, 

and these countries and wa have weighted the• in uu;r dif ferent 

•&J• to indicate different aapecte of the eituation; to aecartain 

how our axportera , for exaapla, are fariDg co.pared with the pro­

ducers in the countries to which thq are exporting, or how their 

doaeatic aenufacturere are operatiog at e greeter or aaaller di3-

advantage, or bow our exporters are getting along with exportere 

ot other countr1ee in third aarkate. We ban ueed '""''T different 

qetea of weigbtiDg, and thq are rather co.preheD&iYe atatiatical. 

c08pilat1ona. 

But what we ead up with eo far aa that aspect of it 1a 

concerned, so far as tba price and exchange aspect, which ia an 

iaportart part of the anawer but b7 no M&Da the whole anawar -
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what we end up with 1a a rather l.Jltereatiag c011prahanahe ... aura­

Milt of tba wa:r in wbich the aUua tion 110ft a froa t~ to tt.a. 

And I t.binlt tha Secretar;r w1.ll agrea that ao .. of the raaulta are 

quite contrar;r to what ia f'raquantl,:r held iJl the preaa or iJl the 

ordl.Jlar;r articles b7 those who haven't pushed the subject var;r tar . 

The Seoretar;r is enabled to tall prett;r well what the 

effect will be of theae dnalustiona , tor axaaple. lie han anti­

cipated these d.,aluationa; we ban attaapted to ... sure boor tha;r 

would affect our aitu.at1on; and, tbo~ we didn't toreaea exacU;r 

tbe spacing of tba dnalust.ion, we han ada calculations which 

would eabod;r all of the11 ao we would know aver;r t:t- a co~tr:r 

goes ott bow that changes our eituation. They are long calculatione, 

ude ahead or tiM, and we are conatantl,:r keeping thea up. 

The concrete nH that we haft been able to put tbaee to 

when a question caae up; I aean about l'rencb devaluat.ion - the 

question of, lloor auch can we stand? - was that we didn't han to 

sort ot paw tbe air. The work bad all been done, and ora knew, 

aa well as an.yhod,y could know, just bow auoh we could stand, and 

we bad thia tbing all worte<l out. 

And the rather l.Jltarest.l.Jl& thing ia that I han pratt;r 

good reasons to belie.,. that England did DOt ban the tiguru, 

troa the iDquiriee that aha aade; and, aa far as I can tell, •• 

are the onl;r countr;r 1n tbe world that have got the figures. And 

this talk about, Ia tba dollar onrnluad or undervalued? - I think 
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th:1t we know, aDd I 1 ve got prett7 good reason to believe that the 

ether countries don't lalow. 

lfbat sort Of Criterion do WI USI to detenoille that? 

As I aeid , there's a variety. 

8 .111. 1 Jr.; l'a perfectly serious, aDd 1t aJ:V" econoaiat would care 

ayder: 

White; 

to take oft the tt.e (and he can' t do it under three days) we'd 

be 11.ore than pleaaed to have h1a go into it. But I just wanted 

to let you know that we haTe thia thina and that when we went into 

this IIOYe we waren' t just talcing a juap in the dark. But I per­

sonall7 wouldn't atteapt to explain it. I don't think that White 

can explain it without a IIID going into it w1 th hie for a couple 

or days. 

I knew you couldn't go into every detail of it. 

I think I 1 ve indicated what the nature 1a. There are e 

great nueber ot factors. There ian' t any single criterion. It ia 

a question of .. ·aluating the 11.4D1 criteria. And e•entually you 

don• t arriTe a t a single point, but you arrive at e reasonable 

range which gives you ground to work on. 

Hendersona Would that be aouch overthrown by t.JV IOilDt.g-nt ot 

prices in Prance, Cor exaaple? 

That 1a teien into conaideration1 thai. is, inaotar aa 

those already show tballllelTes, that is giftn proper weight. So 

far aa atteapti"' to forecast the effects ot the deYaluationa, 

we took into conaideration what the etfeota on prices would be, 
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and 80 far We I" ann' t been far '!ri'OJ181 fro10 such e'fideDCe aa .. 

han been able to get up to -~ and, ae the situation cbaqea, 

it ie included in the calculatioiUI. 

Thh 1181 be a little •orr baee, • but do 7ou thi.ak the 

French Oonrn.ent reall7 aeriouelT beliend th8J could atte~ 

a wide ~~a.oage•nt of pricea? 

llhite: llell, when ;rou aelt .. , "Did the;r aer1oual7 belien 1t?W 

I'• aorry , I don't ltnow. I don't ltnow what th8J .. r1ouel7 beliend. 

Henderson: I waa Juat wondering whether that wae doDe for public 

llhite: 

Currie• 

conaumption, to atte•pt a reconciliation with their Popular FrCDt, 

or not. 

lie do ltnow we did expect a r1 .. 1D prlcea and we did get 

it. How 1111ch .ore the7 will rlae 1a a question or op1.D1on. 

111th reference to the proper lnel or exchaqe, which 1a 

concerned with the relatin degree of reconr;r and the .o .... nt 1D 

the different countries, I think that hasn' t been aufflcientlT 

etreaaed - that we ban auch turtber to go 1D the reconr;r 80-­

Mnt than the sterl1q bloc baa, tor 1Datance. I should haaard 

the gueae that, 1D order for ua to get tun .. plo;rMDt, we'd 

prob&blT han to ~~a ... an expansion of 20 to )0 bUllon 1D the 

oat1onal incCM, and that would tend to increa .. oar iaporte, 0111' 

purchaaea abroad, our tourilt expendlturee, and at the - U• 

1 t will prob&bq be accoapenled liT - r1.. 1D prlcee ae n 

approach tun •plo;rMnt. Both tho.. factor• wUl tend to lDcn& .. 
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our i&ports without increasing our exports. So I t~Ullt it ia 

vecy lilce l,r tbat , aa we approach tull re~Oft'7 , we rlll haft 

a relative increase in our illporta , aDd tbat, I tbint, 1a cme ot 

tbe beauties or tbe present arrang-nt - tbat 1t gives ua te­

porary stability but lt doean• t tie our h&J>da tc. tbe t\lture. 

Exactl,r 1 and that was one of tbe ~ rectors that 

we took into consideration in deter.iaing tbat. 

8 .11. , Jr.s I wonder 1f Dr. Feia would care to tallt, now tbat we've 

got tbia thing - 1f be would care to take a look into tbe future 

on trade aDd tallt about what i s going to happen there . 

It 1e extreMly difficult to N7. There is no doubt 

tbat there is a real iepulse, in botb technical opinion and 

official opinion, in aa~ countries to adjust policies so aa to 

aake a contribution tO'Ifard tbe rebuilding of trade. But ea:b 

country still 1e a!'raid or giving - of taking so.e step tbat will 

create an .-berreasing disadvantage tor bar, aDd also wisbt\ll tbat 

it can r eceive a reward tor doing it in the we;y ot conceuiona t r oa 

others . 

So, in tbe face of tboae attitudes, deepl;r engraftd aDd 

oCtan connected witb vested interests - not oD17 vested c..-1'(:1&1 

intareata, but vuted bureaucratic intaresta in tbe we;y of trade 

contr ol orpabat ioce, central ban!dng powere (tbe7 don't want to 

)'ield up) - I personall,r a.nticipata the daftlopMnt will be ratber 

slow. 
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The one thing the. t could give it 110re rapid iapetus 

than I anticipate would be aoae ~ication in British polio, . 

That reaai.na veey stubborn. I think it ie about thill: that the7 

will ranounce all1" intention or careying !'>1rther either their 

protective program or poaaib~ even their search tor special ad~ 

tage; but I see no signa that th87 are preparing to relax, to 

lessen the barriers that they have got. llow, I believe tq antici­

pation on thnt is so88What leas optiaiatio than the Secretary's -

than Secretary Bull ' s . I think he baa a sense that , juat the 

w~ the 110natary situation suddenly changed, so tha trade situation 

will or aight change. And certainly the continuous profession of 

intention that pours into the shop could not be exceededJ I mean 

that is perfect~ continuous. 

But , Secretary, I wonder U I could abUt froa that to 

r&iae a seal-theoretical question that baan't been r&iMd tonight 

that I thinlt will be - I lr:now - of acme interest for senral 

people bare. It we co.pa.re this with what wss the ordinaril¥ 

operating &old standard and the meana of u.intainin& stabil1t7 

UDder the ordinarilJ operating gold standard, •• would have gold 

110vamant p~in& an essential part in it - juat what part ••• up 

to tba veey end a subject of bitter quarrel a110ng the econoaista. 

Soae thought in teras of the gold IIOftmant attectin& reeenae and 

affecting interest re tee. Other I interpreted it in teraa of 

chanps of purcbaaing power. There ware d1 ftl'gent schools of 
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interpretAtion. But there waa a •chaDiea ot adjua~nt, there 

waa adequate experience to de.onat.rate. 

Now, UDder this on tentative and exper1Mnt.Al relation -

o.n.d that is w~ I raised the queetion, to get light on what will the 

aecbaniea of adjustment be that will u.int.AiD etabillt:y UDder the 

new aod exper18enta1 arrangeMnt? 

I'll get Walter Gerdner on that; be baa so .. thoughta. 

I tMnk that if toreip capit..l continues to seek our 

s tock .arlcet, if the Britieb and the French continue to inftst onr 

bare, the adjust.ent will work out through a gold flow 1 and :rou 

would have just tbe Galle effects that ;rou would have under the 

previouel;y operating gold standard. 

Pais: Even if that gold just goee into the atabillzation fund? 

Gardner: If the gold goea into the etabilization fund, it will 

produce the - effect on cur dc•atic aone;r that ;rou for.rl;y 

bad when the gold was handled through tho r egular ebannole. In 

o the.r words, wo haft so.et.bing nr;y, nr:r close, it seeu to .. , 

to • sold standard in f'ull operation, e:rcopt that, ins tead of the 

f l uctuation being bald to a fluctuation ot l percent, tho tluctua­

ticna will be beld b;r aoa.na of a •sentloMn'e agreeMnt• within a 

range of possibl;r 2 percent, UDleee a .. jor development occurs 

which requires a .are radical abift in the exchange rolationahipa. 

But :you haven 1 t quite tbe aeaurance that tha a;retaa ot exchange 

relationahipe we now ba.,. will be ~tended to the last ditch no 

uttar boor .,eb sold .o.,.a. It la trua that the s;rataa oporetea 
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aub:ject to cha~~&a 1f the forces are large eoough. But, unl.eea 

those major dnelopMDta occur, ;you have ao..,thing that eeeu to •• 

very ai.Jdlar to the gold atelldard that we foMierq bad. 

I wollder what llr. Gardner thinke of the suggestion eede 

1D the "Lolldon Econoeiat• 1D the ieaue of Septeaber 26th, that 

there be t wo stocks of gold in Englalld - one held b;y, the BeDk ot 

England which would affect prices in a normal wa;y, aDd the other 

stock to be bald b;y the stabllizetion tulld, sort of ~unized 

against 8.Jl7 affect on prices; aDcl 8Jli7 abnol'lll8l aove-nte or gold 

would cou out or the stabilization tuDd stock without it at all 

affect1Dg the aonetar;y reserve. 

Gardner: That is the pecullarit;y of the British fund . 

Jones: The;y are ergui~~& it for the future . 

Gardner: lieU , the French tuDd aDd the Swiea tuDd operate on a 

dll'ferent pri.nciple. the Bri tiab aDcl Dutch tullda operate on a 

different principle or their """· It ia true that when gold 

operations occur 1D Engl..entl through the British fund there ia 

no effect upcn the lllll'ket. 

And that, I thiDk, wae the thine which fooled ll.r. 

Crick 1D hie •llidlalld Review• when he c~nted on the great 

dll'ference 1D Englalld between the aituat.ion tbe;y bad juat at the 

outbreak of the World War, when the;y were on the gold atelldard 

aDd suffered b;y reuon of certain internation developMDta which 

then occurred, and what happened when the It.alo-!tbiopu war broke 
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out a. J&&r ago aDd sailar interMt.ioruol deYelopo~eDts did not 

bave tba eaae repercuniona in England. BrieflJ, wbat he seid 

than was that, on the eve of the World War , becaUJ!e of the al.a.nu 

that were deYeloped, capital wa.a rithd.ram froa London and because 

EngliUld wa.a on the gold standard they lost gold &lid the aoue7 

IIIU'ket tigbtenedJ although there waan' t the slightest do...,atic 

reason for the tightening, credit in England wee .r.>!lde to suffer 

because it was tied to this world international gold standard 

81Stea. !low, in the I telian War denlopaents were cOIIing to a 

head aDd there was a aailar drain or capital out of EngliUld -

people who felt that EngliUld was go,ing to become erabroiled with 

Itsl7 transferred capital frora London, wh7, in large amounts of 

hundreds of ailllons of dollars. Now, at that tae the situation 

was 118t without aq reflection, practical17, in the London urut. 

And, except for llr. Crick, that shows the di.fference between the 

gold standard and thia flexible 111Ul8ged aoneter)" 81Stea. It wu 

because of this flexible 81Stea that England now bad, wbicb gna bar 

a locaening with the international situation, that abe was enabled 

to -t this criais without changing bar domestic poaition. She 

held sterling staple, didn' t let it. fluctuate, and gave up gold 1n 

whatever quantities nacaee&rJ t1.> I<Mp starling stable, lost gold. 

But, becauaa of the we:, in which the exchange fUnds operate there, 

i t had no effect on the doraeatic situation. 

Tba rearon was aiapl7 th111 that wbene-.er the Britiah 

35 

Regraded Unclassified 



Joneat 

Gardner : 

Oliphant: 

Cardner: 

49 

tund eelle gold it bqye eeeuritiee. In other words, autou.ticall;y 

there ie a certain central bank operation, an open market oper ation, 

tied up with every gold tranaaction in EnglP.nd. Aa aha eelle gold, 

there are open IIIArket operations whicb absorb tbe effect. A a the 

tund beys gold, there Are open market operations whieh offset the 

gold that has bean reeeiTed. So that :you do have, aide b;y side 

with the Bank of England, wbicb lligbt or llight not choose to otraet 

a gold aove .. nt - :you do han thia operating, this British tund 

whieb autoaatieall;y offeeta the gold aon .. nt. 

What pa;yehologieal effect does that have? 

I will 887 tbis: that 1! tbe:y had indulged in open 

O!Arkat operations to compeonte for gold movement at the outbreak 

ot the liar, they would bave had a mora stable aituation there. 

1lb;y not at the outbreak or the liar? 

They didn't han the reaourcee. llhat baa ehan&ed 1e 

tha art of central benld ng, and aleo the concept of what the 

purpose 1a of central banking. 

A.I!I.Taylor: It seeaa to .. , in connection with this .. eheniaa ot 

acljuatMnt, that uolsas :you can give aoae datinita &aaura.nee 

that tbore will be no further cha.nge in tbe gold content or the 

dollar , there would be a risk involved in baTing the Treaaur;y 

at azq tiae bey gold at aore than the '3S an ounce - aa;y, fo.r 

inatance f40. llouldn' t that, under tha ctrc .. atancea, becOM, 

or lligbt it not becoM, an invitatioo tor berican banks to tranafar 
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tund<l abro.d , let• a "-7 to London, covered b)1 a sale for aterliDc, 

u the)' did in ' 33, and thus aggravate the very situation wbicb 

you are attempting to correct, praeumably , b)1 tbe original chance 

in the price paid for gold . It takes us baclt to a question, I 

tbinlt, that was in ao• other fora raised earlier in the eveniq. 

It Wl:1 be that the reasoning underlying that is incorrect, but it 

eeeaa to • there would be a real riek involved there unleaa JOU 

could gin definite assurance that tbe actual gold contant of tbe 

dollar would not be cltanged, a thing quita in contrast to what the 

President baa indicated aigbt be done in case of eaergency. 

H.M., Jr.: Tba olll:' reason I gave that out this evening to the preaa 

was that they just couldn ' t get it through their beads, and I don1t 

blame them, what instruments we bad other than devaluation to keep 

the London gold market from really running tbie whole show. And 

I don • t think &DJbocl;y bad &1\1 idu of using this aQJ 80re than we 

bad the other 80netary weapons that we have . I aean there are ao 

aa.ey things that we C4D do. I think the Te'f7 fact that we have 

all of these things is what baa kept our dollar so stable. I aean 

people bava been afraid to inter tare w1 th it. 

Draper& I don' t think Dr. Taylor wae here when you explained 

that point about bUJing gold . 

B. M., Jr . s I feel about all these varioue aethods we have that it 

1a like a good strong I&TJJ I aean it 11 tba beat lt1nd or assur­

ance against having aoaebocl;r piclt on WI. 
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A.E.Taylora I think I waa hera at the t~e tba Secretary referred to 

that, but I wae juat wollder1ng whether it aigbt not be conatru.ed 

on the outside by the prase, tor exaaple, u an 1lld1cation that 

it aigbt •&rJ lilteq be used on the f1rat eligbt lack ot equ1llbriua. 

H.ll., Jr. a Well, Doc T11:1lor, the thinla:eta don to thia. Let•a 

Gourricb: 

SII:Y that wbua t goea below a dollar and corn goes to 60 or 70 oente 

and cotton goes beck to 8 cents. What are we going to dot We're 

not going to eit here. We'd hne to do sOMthi.Dg, a t leaet t17 to 

do soll8tbi.Dg. I II8&D I lmoll I'd want to try to do aoMtbi.Dg. 

I underetood, llr. llorgentbau, that :you tan re~ two 

stab1llzat1on !'\mde. This 1a realq a etabilizat1on account 

similar to wba t we have 1n the exchanges, e etab1llzing trading 

account , the right to bu;y wben gold ia l ow alld sell when the price 

of gold 1a higb. And then you have a atab1llzat1on lund. So that 

straugtbena the power& ot atab1llsat1on; inataad ot tak1nl it aa a 

tear ot .fUrther 1ntlat1on, I should tbiDic it would work in the 

other direction. Aa a uttar of tact, when you deacribed that lund 

1t se .... d to H thot this is the uaual protot;ype of the etsbilization 

fund, that there you han the ldDd of atabilisat1on account which 

;you could haY& uaed in order to atab111 .. the ¢ee of gold. 

8 . 11., Jr.a I don't tbiDic it is a.n;ytb1ng to be elanoed about. Aa I 

~, I used it to quiet their tea.re, .a the;y wouldn't th1nk that 

the onl;r .. thod that we had was further den.luation, and that i .a the 

reaeOA I wuted the public to know that we had other •tboda. 
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Beoderaon: ~ we ask Mr. Feia also about Japan's position ill th18? 

Fe is: 

Bander son: 

Fe is: 

Ia it like~ that Engla.Dd 1a gui.Dg to han to defend against Japan 

to any extent in matters of trade movements, etc. ? That ia, is 

E~~il.and prett7 well reconciled now to loaa of sou o! those .ar­

keta ill the Far Esat? 

She baa taken very restrictive -•urea against Japaneae 

goods where abe could . 8Tery 1Ddication we han so tar - I wee juat 

asking our Far Eastern division today about it - is to the effect 

that the J &pall8ae would contillue to base the ;yen on atarli.Dg &ad 

keep that reletionahip; &ad, 88 t ar 88 I haY& read the preaa ca~~­

ment ill Japan, there ia no iapulae in Japan tor further coaperative 

devaluation of the ;yen. There 1a not believed to be aQJ advantage 

ill tbet, CODiideri.Dg the riek that th&J go illto Of further trade 

restrictions. 

That is, retaliator;y trade restrictions perhaps b7 

Austr&lla aDd llew Zealand. 

By all other countries ill the world. And the al.ost 

unheraal expression of attitude froa Japan 1e that thia doesn't 

call for any change ill polle;y. 

Heudaraon1 Their illduutrial control .. chanisaa are up for renewal 

Fe is: 

this 7ear, aren ' t th8J? I expect that that continued attitude 

Mana that the proepecta of renewal or those trade control&, ot 

the •jor industrial control acta, ia pret~ good. 

Jb' anne..- would haTe to be col' J ec t •U'&l &s tar u a.u;rthiDC 

I'ft - · 
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Haodereona Aa far aa the Japaneae praea is concerned, thera 18 a 

l'eis: 

continuit7 implied there which would ••an the7 are going to 

renew those ioduatrial control acts. 

Henderson a 

Xes. Jlore likel7 to strengthen than to wealtan, 

Particular l7 1n the export controls, 

PaevolskJa Jlr. Secret&rJ, &aJ I go beck to a diacussion that took 

Locbbeada 

place a little while beck on the forward exchange operations of our 

1\md, Are the British and French tunda going into a forward 

excbanae aarket? 

There' a been no diecuaaion on that. It is understood 

there will be tree exchange of intorution as to operations. 

Paevolskya Of course , there has been a grea t deal of discussion 

Loebhead: 

in London as to trbetber or not central banks ought to go into a 

forward exchange aarket. 

And I tbinl< that the central benks , up to now, ban 

felt that the7 n&T8r should go into the forward .arket, but I 

think 7ou will notice in the diseueaions in London that thq han 

now decided it ia ao .. thing tbe7 should like to go into a great 

deal 110re than the7 have. or courae , the strength or a countey 

~· what determines how far tbe7 can go into a forward aarkat. 

Pasvolslqa The question does have a 'fU7 laportent bearing, 

doaen't it, on the llllinte.nance of wbata'fer ratee c.,.. to be rap.rdacl 

ae 110re or leae norwalt ~ underatending la that the British 
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would 11Jce to aaintein a rate for a certein period of tiM 

preparatoty to fixing the price of gold. !low, it is obtt0\18 

to me that, with the exchange funds operating, especially if 

they operate on a forward excballge market, it •ill be yecy aaey 

to aaintein llll;f rete we want . It would be a~ difficult 

for apeculetora to force rates. And, therefore, we can pretty 

nearq decide 1n ad'V8.Dce where the final rates will light, but 

onq on condition that there .m be a powerf'ul control oyer it, 

over the forward exchange market. 

That 1s one of the grea t posa1b1llt1ee that ie illharent 

1n thie atebillzation; that ia, the de'Y11lo~nt of a forward 

exchange market whicb would eliminate tbe risk for tbe coseercial 

trader, though settled slightly eo..wbere elsa. But it is one of 

tbe factors on wbicb we baYe to await further deTelo~nt, further 

experience; but it is defin1te!1 ao•etbing that eTOrybod1 baa 1n 

llind and hoping OYentually to brin.g about. 

Do you feel, llbite, that the difference between this and 

the forward exchange .arket will be greater tban tbat ayerege of 

2 percent that baa taken place 1n aterling 1n the last t wo or 

three years? 

It 1a a lltUe difficult to ~ at tba particular .OII(<Dt. 

I enttaage a reduction 1n tbe spread between tbe 11-oc~ui.a.a te and tbe 

forward rate if we are speaking of, let ua ~. JO d~ rates , 

as .ore experience is acquired and aa the 'l«nd 1a .ore ettdent. 

And I don' t think that tbq .m go in tba other direct1oll, at 
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ao,y rate. And it aDd when they proceed in the direction ord1neril¥ , 

than I think ~bet the poesibUitiee or joint action, c01Di"8 into 

a still fUrther narrower spread, will be apparent, with the ulU..ta 

result tbet the spread will be negligible. 

lou wouldn' t bave to hedge, in other words . 

Well , part of tbe forward operation constitutes a 

hedge, except tha t wb~ does the hedgi"8 ia different. Hedging 

is an essential part ot the transaction except tbet it is a 

question aa to who does the hedging. 

Lochhead: Up to 1920, there were vecy few coJ~Hrcial !iras tbet 

ever thought of it. The developunt of the forward excbe"8• 

market is vecy interesting. People never knew what a forward 

exchange market was. 

Paevolsk,y: To get beck, the gold standard and the operation of the 

White: 

to.rwa.rd aartet. . . . . 

If you ere iapl.Jing the question if "" get back to the 

gold standard, I would sa,y no, that 1e not involved at all. 'llbat 

is involved is the type of short tiM stability which elainates 

the prospects ot a~ sharp or unexpected change in the near 

future. Tbs t does ennaage a ab.nckllng, a tiei"8 up of the 

situation indetinitely, or, rather, until sucb t1ae as the torcee 

beco• so great tbet e shirt. takes place. In other worde, forward 

exchanges ban to deal with , and stabillt7 of exchanges baa to deal 

with , short tiM pbeno•na, and tbet short tiae M!T stretch out 
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into aontha, 1t llll.1 stretch out into ;reare. But it does necea­

eari~ iapq that JOU1ft got a fixed situation ill which none of 

the interested partiaa can alter the eituatio.n except under the 

stress of great diaorganizat.ion. I think that is the difference 

between the policy whicb the Secret&f7 baa iJldica ted and the 

policy wbich was fouer~ followed under the gold atendard. But 

though, as the Secretar;r aa;ra , it is a flexibl e arrange.,ent, tha 

polic7, what he iapliea ani wha t he definite~ baa ill aiDd 1a 

that we stand ready to adjust ourselves to a new situation, but 

that the norlllll expectanc;r is that things will quiet down, that 

e.xcbangea will becoae atabillzed to the degree that JOU can 

develop a abort tiae forward exchange market. Be;rond that it ia 

difficult to see. 

I'd lll<e to aek Dr. Lubill what the tendency 1e on the 

cost of livi.ng, what tbia u:y do . Row can you watch it and bow 

can others know? lou watch that, don't 7ou, prett7 c1oael1? 

llbat baa been the trend ill the last three aontha? 

The change in the coat of 11 ving in the last three 

aontha baa been attributable entire~ to changes ill food pric ... 

Aa a Mtter of fact, rents have continued the upward trend, but 

it baa been a very slow, gradual increase and oftr a thl'H aonthe' 

period baa been relative~ ..U; tha t ie, 1n the neighborhood of 

1 or a traction ot 1 percent. On the other band , ill the past 

7ear rood prioee ba•e gone up aore than 10 percent . !low • a large 
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part of tha t increaaa baa taken place in tbe last quarter, which 

ba s been entirel.7 n dtUAtion onr which no~ bas bad 8.liJ COI)­

trol. It wun' t 110netary pbenoMoa at all; it was tbe drouth, 

tor tbe 110at part. 

It waen1 t aoqthing you could bave aoa.ged by your 

eonetary changes, either. 

On the other band, clothing prices have tended downward. 

Furnit ure priaea bue re~~ained relathely stable, with a tendeDC7 

upward, but not enough to lllllte IIUCh dittarence in the index. 

!low, if the going ott the gold standard, by France and Sd taerland 

particularly, will have any effect upon. 

Eight countries altogether. 

Iea. I was thinldng of those two, and Switzerland 

particularly, b4ocauae we think of Slritaerland in teras or Sdaa 

cheese, ea a •tter of tact, and da1J7 product&; and da1J7 prod­

ucts han ahown the effect or the drouth Y&J'7 .arkedl.7, I belie.,., 

al.ost 110re than any othar COJDodi tJ entering into our consuaption. 

If they will result in checking that increase in prices of daiJ'7 

products, the probability ie tbat the next quarter dll not ah01r 

an increase in food prices as high •• it would ba.,. baen had this 

not taken place, nrr detinitel.7. 

H. ll., Jr.' lou tbink it is helpful on that point. llell, that la 

encouraging, ian•t itt 

0 1 Brien• But the farMr wants a high coat of living. 
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I'll let Lubi.D 8Jlawer U..t. 

Our answer is that we will give the faraer everything 

that we can if , at the aame time, tLe real earnings of labor go 

up or at leas t don't go down. 

I just hope the doctor keeps statistics fairly. 

He ' s got the Departaent of Coa.erce to check h~. 

Dr. Black is over here and not IIA;r1.Dg a thing; he ' a 

just listening. 

llhat everybody is IIA)'ill& ia ell rigbt. 

I ' d like to bear what you have to !lAy, Dr. Black. 

I don' t think this thing is going to have any appre-

c i nble effect on agriculturAl prices. 

Henderson• What about IIIIUlufecturs prices. 18 it likely to have 

a present effect there? 

Black: 

Lubin: 

Henderaont 

I wouldn' t think so. 

Iou have this illportant thing, Leon. If you look at 

the trend of aanufacture pric .. , which hu been aligbtly upward 

in the past four 110ntha tor the first ti .. 1.D 18 100ntha, :rou 

will find that the largest increase• have taken place 1.D those 

1 teas where raw aa terl.ala have bean international raw .. teriala. 

In other words, it baa bean the i.Dorauin& price or theaa rew 

aateriAle 1.D illternational trade that baa ei'fected the pric .. of 

aanutactured quanti t;)- ..,.tly. 
But the i.Dduatrial price baa bHII pratt;)- ..ch troaan, 
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except aa it can be a.ffected by treMndouo luge swinGs in these 

internatioAal couoditiota. And I think that is one of the aoat 

..,.~ing pbenoMoa of !.be reco..ecy. 

or course, there ia another factor that wa1 ..e got to 

consider , entire!¥ an internal thing. Thera are IIIUIT of our 

industries reaching the point of increased production; they've 

got to go into a stage of increasing coat. To give you a con­

crete illustration, in Cary two weeks ago the superintendent 

of the sheet aills there told ,.., it it badn' t been tor the 

drouth there would have been a shortage of sheet tin tor C&JIS 

this ;year. In other words, in order to increase their output 

they would have had to invest new capital and increase their 

costs; and, aa the index of production continues to go up, 

110re and 110re industries ...W reach tha ataga where this period 

of decrea sing coats tha t &cco.peniee increased output, pttinc 

out of the depreaaion, where 70ur overhead par unit continue• 

downward aa you produce ..,... and 110re - it that thing continues, 

we ~ find ourselves within a 7ear or two in a situation where 

we will go into a atage of increaainc coats and pricea will go up 

aa a result. 

Handereon• That will onq be a teapor&r)' th1zl&. the .._ tbi.D& 1a 

true in textn... In order to get 81Q' IIOditlcation 1n the coat 

of textiles , there would ha..e to be a conaiderable aaount or 

Wtial inY .. tMDt 1n .cjulpMnt. But, bJ tha tiM that gets into 
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its stride, it ou&bt to reflect itself in the lowered price leYel 

tor industrial coa.oditiea. 

That 1a a question of t~. You don't know how loq 

that period of increaa1Dg coste will. be. 

It 1a diatinc~ stfecte-:1 by whateYer the industrial 

control aechani~• 1a to be in the future. 

That baa noth1Dg to do with stabilization. That would 

ha va colll& about aeyway. 

It is internal pheno:aena. 

Thf17 are like!¥ to a ttribute - that is the point -

attribute it to the stabilization. It needs to be watched in 

those terms. 

As to the questio.n of what our capacity is, you talk 

about the steel industry operating on a 73 percent baaia; the 

fact is that large portiona of the industl'J' are operat1Dg on 

allooat a hu:!dred percent basis. 

I! ell, :rour auto.obile industey, to take a typical 

example, ie onl;r tooled up, ;rou will re,..mber, to about the 

1936-1937 level. I'• talking about the 8&&8on which is starting 

now, due to Dr. Lubin' a report 110Yiug up tha amounc ... nt date. 

And there 1e onl;r ooe of the ujor co•penies (:rou can gues8 which 

01111) that reall;r •de proviaion by tooling up to~ an ~ 

production. The rest of thall had balance ebeets to watch, which 
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the;r watched pretty clonl.¥, and the;r are aot up to the tecbdolocical 
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le9'fll that the:y 1 ve got to bave. You c .. n• t expect auch ot a deol1De 

by l.Dcreaaed production 1D the auto.obile 1Dduatr;y untU thAT ba.,. 

put a tre..,ndoua aaoount 1D :your capital good a 1Ddust17. 

H.ll., Jr.• Dr. Black, do :you have tw;t ideas on whether this wUl be 

balprul or haratul to agriculture? How is it going to be received? 

Black: 

H.M., Jr.: 

Black: 

H. M., Jr.t 

Black& 

I rather thl.nk 1t wUl be raoeived prett:y well, unleea 

fnMrs 1D th., 'lleet tael tbat it is a step on to a ver;y def1Dita 

gold standard, 1D which case tbe:y would probeblJ react ed9'flrael,y 

to it. It tb&7 telt tbat it was leadiDg to a definite , tiud 

gold standard ••• 

If the reporters are rigbt 1D wbat the:y aa;y •••• 

If the;y felt that was a step in that direction, the;y 

lli.gbt react advereel;y. Aa to the actual effects on tara prices, 

ottband I can' t aee tw;t. 

I was wondering, as :you were discussing this , wbat 

evanta ngbt occur outside of this triangular arrange .. ut which 

could react advareel;r to the ODited States, poaeibl:y b7 br1.D,gi,D& 

pressure on ona of the other pnties. I expect JOur people 

bava eonaidered so .. ot those .atterSJ I was Just wondering wbat 

that ngbt be. 

Brius:'nc preuure ou tbe ODited Statea? 

Iudirectl;r ou us throQ&b pressure, aq, on France or 
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8 . 11. , Jr.: 

Black: 

Renders,n: 

Feis: 

Lubin: 

Fais: 

H.ll., Jr.: 

Lubin: 

I wouldn't know ho-, t.o uawer that, the thing' a been 

•ovi.Jl& so fast. All I can u:r 1a that up t.o data it bean' t hap-

paDad. Now, what to110rrow or next week or next •onth will bring, 

I don• t know J I don 1 t think e.D,7bod7 does. Or what a war in Europa 

or n war in the Far last would do. 

llbat would a war in Europa do? 

There ian 1 t acyona big enough, reaU.7, t.o ll&lte an 

adverse 110ve against the tripartite agree881lt, with the exception, 

perhaps, of Japan. Haven't got enough gold t.o do acytbill&, reall7. 

AQ7 such episode as a war in Europa, or even continued 

expenditures on aru, 18 bound to break acy atta.pt at au;r exchnnge 

stabilization. War would brsak it at once, 1\nd continuall,y aug­

•entad expendi ture would juat break it after a while. Thoaa are 

thint:a that are beyond the acopa of acy .onetarT arrangaMnts. 

That is a r ather interesting question. If Great Britain 

continues t.o increase its expenaaa on ~nt, will the affect on 

internal price be such as t.o ll&lta it t.poaaible for Great Bri ta1n 

to .aintain this relation? 

ll;r gueaa ia 1••. 
Excuse ... Just repeat that . Draper didn' t get the 

last. 

If Great Britain continues t.o increase ita axpandituraa, 

will the affect on the internal price l evel be such •• t.o ll&lta it 

i.poaaibla to continua ita •sr••••nt? 

1 . 9 
,;) 
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Than bow IIUch and bow long and eo on and eo forth. 

But then, I'd 887 that the question )'OU were reall7 aalc1ng wouldn't 

applJ to Great Brit.in alone. Of course, 1t Great Britain wae 

conetantl.J etappin& up her arwoaent., then all the other countriu 

would probabq be stepping up their a..-..,nta. 

110 

Let's look at it frooa our point of view. It the interoal 

induatrial situation llbould result, irrespective of our .-onetar)' 

pollc7, in an increased price level bere , bow fllr would it interfere 

with our abUit7 to continue the arrllllg-ntt 

Certatnl7 I don' t see ~ prospect of an int.ernnl price 

111ovement in eight thlt cugbt to endeJ:18er this arrangelll8nt. 

I n other words, 1t would have to be rather IIWU'ked. 

Feieo lea, and JOU CllD take out the •rather. • It would have 

to be aarked. 

B. ll. , Jr.; 'lfe feel in the Tra&BU1'7 that we ue atutin& at euch ll 

Darleo 

8.11., Jr.1 

Davie• 

Teey high lavel1 the fact that the coMOd1t7 index didn' t drop 

in the last t wo n eka , I tbinlt, was surpriein&, because the thing 

is up ao high now due to drouth that 1t aeeae to M the tendenq 

onght to be dOWD. We'll be gettin& a a1.xed crop harYeet . Ia that 

r i gbt, Cheat.erf 

Def1nite1J eo, to •· 

J ust bold it for another three weelca and we're llll 

right, aren1 t we , Cheater? 

I don't know what 7ou1 re thlnkl nc about. 
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8.11., Jr.a Bellne ae, 1t thia thiD& had broke throup, thia 

moneta.ey thiDa, would I h.,.e been in the soup! 80Mbod7 would 

hue been the goat. I bad ., neck ao fer out - ob bo7! Jll8t 

to be first. "God <lama, collldn' t he wait three ween!• 

Davis: Good Job of rope-walking. 

GolllTich: llr. llorgentbau, what wollld happen to this arra.ngaHnt 

if GerJ~W~,Y wollld decide to cut the mark into halft 

H.M., Jr.: Well, I'll tell TOll a0118thing. I don't know whether 

Gardner: 

R.M., Jr. z 

Pasvola!Q'a 

White: 

8 .11., Jr.a 

Paavola~ I 

it 1e that or not. I'a goi.oa to answer in a little roUDdabout 

wa,.. The interesti.oa thiD& 1a that England worries aore about 

t.Mt than an;ybod7 else. Isn't t.Mt right? (To Feia) Iou1 re in 

the Stste Department; TOll can' t answer that. 

there. 

Tey Pasvolsq OYer here 1 he' a jll8 t eoae back froa o.,.r 

White 1 do TOU want tof 

Go ahead. 

Well, • • 

Let hia go ahead. 

Well, I caae back froa lurope rather hopeful about the 

developaent there in Geno&D;T. lou ere perfactlT riebt, llr. 

Seeret.arT 
1 

that the Brit.iah are aore worried about the Geraan 

aituation than 1U17bod7 else. But th8T ere faced with prett7 

auch the aaae dileaaa that the7 were faced with back 1n 1925, 

with the Reparations qu .. t10Df that 1a, the quaat1oo of wheUier 

111 
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tbeJ would ratber baft Gerw.D;J ae a &ood Mrbt ud a cood 

ooapeUtor, or baft GerMD,J ae a poor ooapet1tor ud a poor 

aarbt. And rq iapre88iOD ie tbat tbiiJ baft prett7 nll •de 

up tbeir a1Dda tbat tbe azunrer 1e tbe - ae it was OD tbe 

Reparatioll ia11M1 tbat tbq would r atber aee tbe GeraD dtua­

UoD etraicbteDed out 1D spite or tbe possible 1Doreaee iD 

OOApetit1oD, tbaD tbiJ would to baft it CODtiDue II it ie. 

It 1a Ued up witb political factors a &ood deal. 

II ow, 1 tb1nk tbe bopetul part of tba ai tuaUOD 1e 

tbie: Tba wa7 tbe questioa waa aaneaced 1D Geaeft, tbare would 

bava to be two atepa 1D tbe etraiglltelliDg out ot tbe Oeran 

aituaUoa. Tbe gueral eituat1oD be1Dg tied up witb trade bar­

riers , tbat we can' t expect a real recovery uatil trade, iater­

uUoD&l trade, oatcbea up witb doMst1c product1oD aDd goae etep 

1D step witb dOMet1c production. low, tbe tbo\l&bt 11 tbat nat 

1a bold1Dg iDterD&UoD&l trade beck 1a qUoU>tatiYe reculatioD 1D, 

rouehl,y, oae-tbird of tbe work. !bat MaU quot .. 1D tba forMr 

gold couatriae ud axctu.ap CODtrole 1D tbe countries whicb baft 

not deftlued tbair ourreDCJ ud 71t baYe not reMiDed OD tbe col.4 

etaD4ard. 

low, tbe tboupt tbere wee tbat tbe firet etep 1a to 

e~teD 011t tbe cold etaD4ard countries ud ..U it. pcedb.'.e 

for t11ea to beciD tbe cle8obillsaUoe or tbair c-row barrier•. 

hrUc:alar~ 1D tbe - of rruc., tbat. 1f l'ruce could etrei&btn 
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out bar aonetar,r situetioD, could accoapliab the deaob1l1zatioD 

of quota!' • that France would tbeD becoae atroDgar 111 deal1J1& 

with the aecoDd part of the problea, wb.ioh is exohaDga coDtrola, 

and the ke7 to wb.icb 1s held by OarJI&D¥. 

llow, one or the 110st aigniticaDt thiDgs, to ae, 111 

what baa happeDed recaDtly baa beaD the toDe tal<eD by the PreDcb, 

Dutch, and Swiss represaDtathes at the League Aaaaab~ . Tbq 

have talked a great deal about their deeire , DOW that thq baTe 

aligDsd the curraDOias , to proceed with a deaobilizatioD ot their 

trade bArriers. But the7 1aaed1atal;r qualified that b;r aq1l1& 

that tbe;r would do so oDl.:r with respect to countries wbicb paid; 

that aaalll!l countries which have Dot excbaDge coDtrol. !low, 

through that daclaratioD we bus a D81J set of preaauree heiDi 

put iD OerJI&D¥ to straiSbtaD out ber aituatioD. 

How, it 1a takeD tor granted that the Oeru.D situatioo, 

aDd the exchange control a1 tuatioD 111 Oeraan;r • •111 Dot be 

straigbteDed out until there 1s an open aDd adequate , froa their 

po111t of rln, dnaJ.uetioD of their curreDCJ. But , ju.et 81 111 

the caaa ot the quota countries, the de'f&luetioD ot their our­

renciea IIWit be accoapanied b;r the droppiDg ot exohaDge coDtrola 

if 1t is to ba'fS the etteot that 1a desired. 

How, that, 111 the oaaa ot Oaru.~. 111Tohsa probe~ 

two th111&•1 and tba two thiDCe are 111tercoDDSotada a politicaJ. 

aatUe•nt whi ch 111vohea a ooloDiaJ. eettleMDt, 111 part, and 
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other things, and a financial a.rrang-nt which 1D Hselt 1a 

U.possible without a political aetUeMnt. So, as I aee ~t 

situation, the Geraao problea is a problea or arranging a 

price that is exacted b)' Ger~ tc be paid for the sake or 

agreeing to .ake Ger~ into a general world ecoooaio 

etruoture. But I peraooa.1.4' think that that is cOiaiog. I 

think that that is a Mtter of .ontha. 

It is a very difficult problea. It ~ be upset b7 

a war, which would grow, 1D rq opinion, onl7 out of the Spaniab 

situation. I don ' t think e war in Europa can hu.anl7 poaaibl7 

grow out or ~ other situation, and 1 doubt that the Spaniab 

situation is such that it rlll lead tc war. 

Therefore, whet I look for 1D the t..&diate future is 

an atteapt to s traighten out tbe excbeoge control situations, 

and that, I think, ill the 11ost iaportant problea in internationa.l 

Mt ters that is confronting ua toda7. And certsinl.7 a groundwork 

tor the solution of that problea bee been laid b7 the stabilisa­

tion agreeMnt, because that baa alwe,ya beaD their clat., that 

th117 are willing tc align their curreD07, but the71 ve got tc 

know .mat th117 ere going tc allan agaiJUit . It 111r anaqeia ia 

correct and if the exchange control situations - there are seYeral 

ot thea , f he or eix, but onl7 two of • liT U.por tance, the Gerau 

and the Italian - if the excbaDGe control situations are about ~ 

be atta.slte<l rlgorouaq and with a poaaibilit;r of eueceaa, t.ball I 
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can .. e a pretty good outlook for interaational t r ade iapro.a­

•nt. And I don ' t think that either tbe French or the British 

would be atfected in the leaet by a o.,r man denluation. That 

18, both France and England are tod&3' in tbe - poaition in 

wbich England was with respect to tbe franc. 

It 1a very interesting to • that jut about two 1r8eka 

ago in London a un wbo SOM .onths ago told M that "there's DO 

use talld.ng about 8J1;f sort of a ca..J.t..nt on the part of Great 

Britain, • when we got to tbe question of a possibility said, 

0 Wbat is before us now is a gaable and you can define a gaable 

in the following tar .. : lie IIU8t accept the propoeition that tbe 

franc and the pound have to be devalued. lie auat do substanti~ 

nothing about 1t attar it takes place. • I think the feeling in 

France and England ill to be uactly that with respect to ~r8&.111• 

llr. Secretary, I think ,.. ought to ilve you a chance 

to gat to bed. 

• .. * • * • 

Meeting eoded a t lO:SO P. ll. 
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Chairman Kcclea and CoYernor Ransom or the Board or Governors 

or t ho Federal Reserve System and Mr. Taylor and wr. Upham or the 

Treasury had lunch with the Secre tary at l P JM. It ia cont emplated 

that there will be a weekly lunch tor mutual exchange or vi ews 

with respect to matters or interest to the Treasury and"the Pederal 

Reserve. 

Kr. Eccles and Kr . Ransom brought forward tor discussion their 

interest i n closer cooperation and a traer exchange or information 

bet ween the Pederal Reserve Board and ita starr and the s ecretary 

or the Treasury and bia starr. They are or the opinion that tn 

view or the responeibilitiea that are placed on them to regulate 

the credit activities or the country in the interest or the national 

acono.y, they should work i n the greatest int t.acy wi t h the Treasury. 

Tbay teal also that the Treasury and many or ita operat ions can 

benet 1t r r om the i nformat ion which ia available to the Reserve Board 

and through an exchange or views. 

Kr. Eccles r eferred to the tact that the Federal Reserve Bank 

ot New York bas long been conducted as it it were the central bank 

or t he country, overshadowing the Federal Reser ve Board in Washing­

ton, maintaining contacts with oentral bankers abroad and in general 

exercising the central banking relationship or the country. He 

expla i ned that the Banking Act or 1933 , under t he interested guid­

ance or Senator Glass bad atteapted t o change tha t and to -k• the 

Federal Reserve Board in fashington the real cootrol in the regional 

banking syatea ot the country. Be regards it ae unfortunate it , 

act ing t n t heir capacity ae tiacal agent ot the Treasury, the otric­

ers and starr or the Federal Reserve Bank or New York have intoraa­

tlon which 1a not ant:i.able \o their aupertora in Washington. 'l'bll 
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rederal Reeerve Bo~rd, in hla opinion, ie unable to act with 

utmos t intelligence in mattere or open market operat 1one, rediecount 

rate changee, reserve requirements, etc., unless they are familiar 

with the operations or the Stabilization l"und and foreign axcba.nge 

t raneoctions of the Treasury generally. 

Mr. Korgenthau inquired Just why i t wee that they bad to know 

these things or what was dona with information or that kind it it 

were made available, and Mr. Rcclee replted that ein~ foreign 

exchange transactione operated to increase or decrease the axceee 

reserves o r member banks , and , since the Board was following very 

cl osel y the matter or exceas reserves, a knowledge or the sources 

or , or reasons ror, up and down changes was important • 

Governor Ranaaa pointed out that, while the Board could follow 

the course or changes in reserve requirements , they would not be 

able to interpret their s ignificance unlees they knew mat causae 

thea. 

Mr. Morgenthau wae disposed to the view that a great deal or 

statistical information resulting from o~eratione in the Stabiliza­

tion PUDd could be made available on a weekly schedule to the 

Federal Reserve. He saw no necessity tor them interesting them­

selves in the day to day purchases and sales made by the l"und. 

With this Wr. lcclaa and Mr. Ransom were inclined t o sgraa. 

Mr. Korgenthau axpraaead the view that GoYarnor Bleck probabl:r 

aade a aistaka in deciding to remove the ottioae or the Reearva 

Board tram the Traaeury Building and move eventually into a buildiDC 

or its o... He related that he bad orrared to g ive the Board tba 

same eu1tae or ottioee on the tirat floor that it roraerly occupied 

on the eeoon4 floor or the Treaeury but tba t tbie wae unaoceptabla 
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to the Board. Mr . !coles and Mr. Ransom both deplored the tact 

that an expensive building ie being erected for the use or the 

Board. 

Yr. Mor~anthau asked Mr. Eccles how he stood on the proposition 

or an extension in January or the Stabilization ?und on the present 

basis , without amendments. 

Mr. Kccle s said that be could not s peak for the Board as they 

had no t been thinking about that, but tha t tor himself personally 

he cou~d say that he would be tor it. Both he and ur . Hansa. 

agreed that it would be dangerous and lead to delay to ask tor a~ 

thing other than a simple extension or the lite or the fund. Prior 

t o ma king a direct statement or this kind, however, Mr. Eccles 

continued his discussion of the desirability from the standpoint 

or the redernl Reserve Board, or a greater cooperation between the 

Treasury and the Board. It appear ed that he was qualifying his 

approval or an extension or the Fund by ao~e sort o~ susseation 

that there be included in the law provision tor such cooperation. 

Wben that point was raised specifically, however, he assured Mr. 

Morgenthau that he had no such purpose --that he was confident 

that the needed cooperation could , and would be worked out before 

that time and that there would be no obJection on his part to 

an extension tor a period or a year or two. 

Mr . llcclea i.ndicated tha t 1.n another 1110nth or t wo he thought 

conversations might be be~ leading to an amendment to the articles 

or t he Bank tor International Settlements ao that be or someone else 

from, or designated by, the l'ederal Reserve Board in •ashington 

could become a director of that bank. At present the statutes or 

the b~ are such that the bead or t.he l'ede~ Reserve Bank or !few 

.. 

Regraded Unclassified 



York le eligi ble t or that position, ~It baa been unable t o till 

1?0 
$".--

it because of t he a beenoe or apprOYal by tba Fede&al Ree~rve Boar4 

of such appointment. It was the conaeneue that the meet1nee ot 
the central b~at aeaeione or the B.I.s . are worthwhile a nd 

t ha t the matter or Amer i can repreeentat i on ehould be explored prior 

t o the next annual aeeting of the Bank in Way. 

In connection wi th t he d i s cussion or the B.I.s ., Vr. Morgentbau 

s t ated t ha t there wae a request in rrom that bank tor a deteraina­

tion or the t r statue in the matter or abil ity to buy and sell gold 

in the United St ates. 

Vr . Eccles said t ha t the Board wee not informed on t his parti­

cular a ppli cati on end it developed t h3t i t was presented through 

the Federal Reserve Bank or New York r a t her than t hrough the Federal 

Res erve Board. It developed 

that they are, under pr esent 

gold in t he United St ates. 

lat er that the B.I.s . baa been advised 

regulatioha,~gible to buy and sell 

Mr. Kor gent hau s aid thet he hoped t he Federal Re serve would, 

before very l ong, and , perhaps shortly after the middle of December, 

ei ther buy or sell fift y million or goverument s ecurities. He 

regards it as important that at aoae t ime when it doesn't make any 

dif te renoe,tbere be a change in the t ot al of the Federal Reserve 

Bank portfolio of govern.ent bonds which baa been at a constant 

tigure now since the Fall or 1933. Some day i t may be neceaeary 

tor the Board t o engage in open 1118rket operations and the publio 

s hould be accustomed t o euch operations at a t ime when they do not 

need to be made. 

I ~ was suggested by Mr. Eooles that they might let some or 

their lllllturitiea rua orr. 
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wr. !coles IIDd llr. Ranson, llr . Taylor and Mr. Upbaa sdJourDA~ 
to Mr. Taylor's office ror a continuation or the discussion. 

-Wr . Eccles was eager that an arr angement ah~uld be mhde whereby 

Dr. Oo!dsnweiaer and Mr. Gar dner or the ReserYe Board statt coul d 

get together reSUlarly with Mr. Baas, lrr. 'Illite, and , perhape 11r. 

Lochhead, or auy other person• whall we a18ht desisuate, ror 

exchange or views sod statistical inrormation. 

llr . Taylor auggeeted that some or the Treasury start thougbt 

very highly or Yr . Cur~ No response to thot suggestion was mode 

during the conrerence but leter wr. Eccles , in talking on the 

telephone to Kr. Uphaa,rererred to the suggestion and indicated that 

it the Treasury wi shes Mr. Curry to be included in the group, and 

invited him, he woul d have no obJection. 

Mr. Upham told him that, in his opinion, the Treasury would 

no t wish to naae the ~ederal Reserve individuals who were to meet 

with Treaeury people but would accept anyone whom the Federal 

Reserve wished t o designate . 

Mr. !coles expleined that , or course , Dr. Ooldenweiser was 

the Cbiet or the Division and that lrr . Gardner bad tor many years 

rollowed inter nat ional aattere but that he, personally, had a hi&h 

regard tor Mr . Cur~s ability and imagination and would be glad to 

see him included ae one ot the group. 

Mr. Taylor and Mr. 'Illite were both or tbe opi nion that there 

wee no obJection to llr. Curde beinginolude4 but felt ae I d14 -

t hat it wee up to the Fe4eral ReserYe Boar« to designate persona 

to meet with ue rather than tor us to euggeet them. 

Mr. Ransom referred to a call he ~.d had rrom George Harrison 

e 11ay or eo before the annouuoeaent ot the three-power agreeaeDt 
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too-
in which Mr. Barriaon had stated that preaa disouaaion indicated 

the possibility ot Prance going ott gold or daTaluine tba rr&Dc. 

Kr. Harrison asked whether the Board thought the reaerTe bent. 

ougnt to do something about protecting their holdi ngs ot Franca by 

selling Fr anca short, perhaps. 

Kr. Ra.nacm asked it a tol'IIAl Board opinion was wanted and 

i ndicated to Kr. Harrison that he thought the Board waa probably 

no t in as good position to have a view on that as the bank itself 

was . He told him that personally he thought it would be bad at 

such a juncture tor the Federal Re serve Bank to be selling Franca 

short. It was a matter, Mr. Ransom said , that in his opinion , ought 

t o ba disclosed to the Treasury by the Board when discoYered , and 

t alked oTer. He would not want to heYe the Board make a decision 

on such a thing as that without consulting the TreasurT• Be 

deplored the tact that the Board is not intimately 1n touch wtt• 

the bond marlt.,t and the foreign exchange market. He tbinlta they 

should have men who are as close followers or the markets as Mr. 

Lochhead and Mr. Barris, and that they shoul d have tickers at the 

Board eo they caD and do keep current on auch things. The Federal 

Reserve Board should have t he beat technical men in the country, 

even though they do not buy aad sell, all tor the information sad 

advice and guidance or the Board. 

llr. Ranaoa said that when Kr. Harrison disooYered that Ill'. 

Ransom was not disposed t o talk freely or that he did no t know 

what was conte~lated in France, he uaed an expression used a day 

or two later by Secret ary Morgenthau -- that what he was eeeking 

was the "'--ral eupport" ot the Board , and thea, tbt£t Mr. Barrhoa 

added a atateaent to the etteot that he waa really trying to rind 
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out how much Mr. Ransom knew about what was going on aDd that be 

bad concluded Mr. Ransom wae not in the know. 

Mr. !coles wee or the opinion tbat eYerything wee aatietsotoril7 

arranged and that rr- now on the Board would be consulted. s. 

talked or the reaponeibilitiee or the Board . the raot that he wae 

a uorgenthau man, that the new Board wee all or this A4min1etration , 

t ha t there can be no discor4, and that under the new arrange .. Dt, 

he would be able to say to the Congress in .ranuary tba t tba re 1a the 

oloaeet and the tulleet cooperation and that the Board ia inror.ed 

or Treasury activit ies. B8 stated that it woul d be unfortunate it 

in January it were disclosed in Congress that the •ew York bank 

people knew things that the Board did not. 

I suggested that. having once worked ror the Board and no w 
• 

being with the Treasury. and haYing observed both tor many years, 

and being particularly interested in the relationships or central 

banka and treasuries bare and elsehwere. I thought I oould 

appr eciate both aides. I told Mr. Sooles that I oould understand 

bow be, aa head or tbe central banking ayatem. would reel dtetarbed 

about 1aportant ourrenoy matters going on upon tlbioh he was not 

intormed. but that I bad Just aa deep an appreciation ot the way 

in whiob the Secretary looked at it. and how. in Yiew ot the oiro~ 

at~oea. use bad been made or the t1eoal agent or the Treasury •• 

such :rather than •• the J'ederal Reeerve Bank or .. w York ae a unit 

in the eyat~ I .uggeated the poeaib1l1ty or the ~opriety ot 

using ae tieoal age~t a bank which bad priwate persona on ita Board 

or Directors. 

Jlr. llorgentha" bad pr•wtmaly referred at lunoh to the taot 
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that be bad testitie4 before tbe Senate BaDking Comaittee that 

be believed the OoYeruman~ should own the s tonk or tbl redera~ 

Resene Banks • 

I told him tbat in ay opinion a l egal distinction coul d be 

drawn between t ba bank ae tisoal agent and the bank as a bank. 

There a re ~wo legal entitles. Be was inclined to take an opposite 

view or that and read a long stata.ent rrom a speech by Senator 

Glass to the erreot that the lew York bank should not deal with 

roreigners unless supervised by the Board at laehi~on. But in 

this case , I pointed out , they aere supervi sed by Wa shington , by 

the Treasury es their principal , and there could be no ob jection 

by Senator Gle es or anyone e1se or the Treasury dealing with 

foreign bankers and foreign governments . 

I expressed the view that the etruoture or the syRtea is one 

or the ohier d1tt1oult ies , and \hat it we bed a real eentral bank­

ing institution and not the hybrid s13tea we have, the saaa dtrrt­

culties would not be encountered. 

Kr. Ransom was or the opinion that the Board and its starr 

ought t o be composed or persons who are ao outstanding the t the 

Treasury will want to consult thea, and that 1r that isn't the oase, 

aomethi ng ought to be done about 1t . & was 1a cl1ned all along to 

think or tba matter 1n t er ms or Board derioiency r ather then Trea.ur,r 

neglect . Be t.preeseC • •• having an appreciation or the probl ... 

i nvolved i n the relationships or the Yarious agencie s , but, Wh ile 

not knowing the aolutton, being sure that it was not so staple as 

me rely telling the Board wba~ we are thinking an.d What future action 

is oonteaplate4. 
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so that there would not be any misunders tanding , I told Kr. 

l cclea tbat , while I agreed with him and Mr. Taylor , that it aight 

be possible to arrange ror an interchange or statistical inro~­

tion t hrough the meet i ngs or the two at arra , that I was not 3ure 

that t he s ecretary was Willing to go as rar as Kr. Eccles aeeaed 

to think -- and include the ReserTe Board mesbera in prelt.inary 

negotiations that might l ater be under way between the Treasury and 

foreign go•ernsenta. It soesed to me that such negotiation• .uat 

necessarily be pretty closely confined and t ha t as a matter or ract, 

when tho Congress made the operat ions of tho St abilizat ion PUnd the 

secrets or the President and the Secretary , they did not make an 

except ion in f avor or the rederal Reserve Board. I suggested that 

if a new six power pact is now under discussion , I doubted that the 

Treasur y would reel under any duty to i nclude the Boar d as a pan 

or the negotiating group. It s eoaed to me i t ought to be made 

clear that no su ch agreeaent bad been reached. Otherwise Mr. 

Taylor and I might later be quoted as agr eeing t o such an inter­

pretation. 

1t uy be unfortunate that the Treasury aue;geated the 

possibility or Mr. Currie being included with Or . Ooldenweiser and 

lolr. Cerdner 1n the technical starr meetings . There are internal 

and inter-Jealouaiea which cannot be i gnored in eB7 "cooperation". 

Mr. 1hlte regards Mr. Currie aa greatly superior to Or. Golden­

weiser or Mr. Oerdner. Re thinks both Or . Goldenwelser and Mr. 

Gardner are out or s,apathy with what the Treasury is doing and 

with the .onetary policy or the present Adminl atratlon, and tbat 

tbey are critical and an1sated more by desire to knQW eo that tbey 

can combat (at least aoa4 .. 1cally) ratber thaa otherwiae. on ~he 
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other hand, or. Golden .. laer ia ~re or leae publioly ortttoal 

or Mr. Ha aa and Mr. ~lte. 

Kr. Eoclea 1a somewhat embarrassed to include Mr. currie in 

hia group and he would like to have ua, aa he said , auggeat it, 

or invite bia. 'l'bat would mean that we (!Ilea and lfbite) 110uld be 

credi ted by Mr. Gardner and Dr. Goldenweiaer with trying to out 

under th... All very patty, but all very raallat1c. alt the 

cooperation may work. 

Kr. Eoolee a nd Kr. Ransom lett with aaaurancea all around 

or high eate .. and expectation or .utual cooperation and halptulneea 

r r ora now on. 

Upm 
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DEPARTMENT OF CoMMERCE 

Clfntl. t6,. ~M'T __...,.., 

WASHINGTOII 

'n. Honorable 
on. Sacret&r-J ot the 'rrMINl'7 

'l'l'eulll')' Deparbnt 
Waebi,.PD, D. o. 

October 1:1, 1936 

rollowiag tbat .,., 1nter .. t1ag coDtereDC• 1D 

your liD• laet ena!.D&, I aacloae a copy ot report tro• 

Aot1ag C..-ero1al Attao ba llouglae Miller, BarliD, UDder 

data ot Sept&ld>ar 28 , oa tba au.bjeot, "0erllll~ ud l!'ra:DO 

I belien )'0\l will t1n4 tbie report timely an4 111-

toiWDti••• 
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SPECIAL UPOitT NO. ~ 

SPECIAL 'II'EEICLI FINANCIAL REPOR'l 110 . 
' 

...., 

GER!W!J J.ND FRA!!C DEV.&LI!ATIOI ~ 
The :Laamediate Oerm&n reaction to the precipitate dev.W..t1on of the 

Frenc.b and SWiss trance 1111d the Dutch guilder bas been one of relative 

calm and al.ootneu. Though the deval.uat1on of the trano was coneidored 

:1Jaminont in Berlin •• elsewhere, Dr. Schacht hsd &ppa.t'81ltl,y no int1aat1on 

thst the decillion would be taken so quickly md on thst pertieular clq. 

011 Saturciq 110min&, he wu apealdzJ& at the o~ ot the ae,_, ltlne­

Ownera Convention and did not return to Berlin untll lata in the attarnooo. 

This II8J' account for the fact thst no statement was i88ued in Berlin on 

Saturdq to the effect that Germany would not rollo• the BX411Ple or ber 

three western ne:lgbbore. Tbe Saturda.J Berlin Bourse was f ib ~mdar the 

~aaicc or the l"Hzzob dnaluaticc but thar. na no epec~.acular price 

riae 1lh1ch could be interpreted ea a ·~ pmio• and 110st ah&N8 cUd. 

not adnaloe liOre til-~ 2 to 4 po1n ta . 

· .lt preeent the indica tions are t bat Gel'llallJ' rlll not deval.ue the 

Y reiehaarl< 1n the COilrM or the next tn clqe. 011 &mc~q Herr lletiibardt, 
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the Assistant Minister of Finance, made the f irat end rather catecoric 

ateteaent to the effect tbat GeraDT did not intend to d6ftlue. It 1a , !;.)' 

;:: 
not certein whetbe::- tbia etete:lent ftll udo ll'itb tbe apprcmol or Sche.cbt ,l 

.p 

or wbotber it represented on a tteapt on the pert ot certain party ol-te " 

to detoraine Germany' s position without waiting tor Schacht' s personal 

r aaot.ion . Reinb&rdt'o ntctement was followed by an utterance or Dr. Ley, 

leader or the Labor ll'ront, who called t he Fr-ench dna1uat1on a •Jell'iah triek". 

There are eneral and ni&ht7 reasons ~ Genaeey need not neceaaarl.l7 

follow autoooatical.lJr the example of Prance, Sll'itzerlond and Boland and ~. 

1n any case, she can afford to wait until tbe details and results or tbie 

experiment are known , oapooially 1n the caoo ot France. The Germe:o tinancW 

press was also very reserved in its eo1:0ents on tbe French action and took a 

retber llkept1ca1 at titude 1n regard to ita poaaibla succese. 

I t is obrioua tbat the Genoan position 1n the questi.Cib of don.luatiCib 1a 

ontirely ditfenmt tree that ot France, Sll'it110rlasd end llollasd ll'itb their 

tree gold currencies. .Utboueh Ge:noeny lll&intcins the fiction ot tbe ncwine} 

gold parity or tbe reich-.rk (K.I 2. 50 to eJ_) , tbe Gel'111811 currency is c­

tire}J- isolated froa tbe outer world by the rigid system or exchania -trol 

and b7 the prob1b1t1Cib of both 1aporta and exports or reich-rk ootea. !be 

&<trantecu which Ge~ woW.d nentualJ..T derift fro• a denlu&tiCib of bel' 

dOIMatic cnarrency are ...ch 110re prohl-tio than in tbe caae of tbe at-

..,tioo.")d three countries. 

L . iobe tirat 1natanoe, pn.cticallJ" tbe ctire foreign debt ot oa,_,-

ill Sa fonip CIII'1WICY end therefore e dnaluatiCib of tbe l't'ich-rk 
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not ::esul. t 1n a diainution ot the !orei&n debt burden but on the CODt.ftJT 

1n ita inoreuo in tho teraa ot urlta. 'l'his question mey appear retlaer 

tboorotical a~ long aa Gel'lllll\:1' 1a not reJ)ayin& tbe principal ot her "-bttl 

(rlth the exception <>! atendatill debts) but it atill applies to the ..,._ 

vie1ng or these debts (notebl,y under clear.I.Dg egreemonta) . mother ta­

portant coneideration 1a that a mere devaluation would not reoul t 1n such 

an ilopro't'-t ot the Oer=n balance of tbreign ~ta tbet would permit 

Gel'lliM7 to discontinue hor praaont rogiml or rl&id and voxatious foreign 

e.xahange control. Nor could Gei'IIIIIll7 possibl,y defend her devalued CIU'T'en"7 

with ber present negllaibl.e gold ret.erve . 

Aa tar tu1 foreign trede 1o concerned , devaluation would certninl:r 

pel'llit to discontinue the presont II)'Stes at export subsidies and also do 

I 
......,. rlth tbe reapectin levy on induat17 Md tro.de which is MatinS with 

growing opposition 1n buaineaa circles. It, 1n apite ot reaerrationa re­

t erred to aboYe, GemBD7 should ntm~rtbeleaa re:oort to devAluation, tb1a 

IIOtiTO will probabl,y plAy a "-ciain role . 'lbis question baa also a direct 

bearing on Geran-American trade relations. At present Gel'IIIIDJ' baa unclel'­

talcen to diecontinlle the ~t ot IIUbsidies 1n regard to arcbandille ex­

ported to t,be llnited states. 'lbis undertalting was a condition Cor the 

litting ot tbe ...,.riccl countern111nc duties. A d..eluation .ould rwton 

the ..m..t.ce which Geman azporta pren.ou.q ~nd rro. tbe ...n- -.b­

aidiea n~, ~>onver, a:irlll& tba Trea8Ul7 De~t • pretext to ,._ 

ilq:>o .. ~ -tarn111nc duties. 
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The effect of tbe deT-.luati.on of tbe French and SWi.aa trence 8lld tile 

lbtch guilder on Oeran trade end f:ltlence cen be brien7 ~ ..Ur 

t»o headings. In the tiret instance, Oel'llaiiJ' gaine aa a debtor of tlleM 

three countries. !h1a gain ie quite illportent coae.idering that in 19).3 

{latent data avai.lahle) Franco, Holland and &ritserland acco1mted for 

) , 05S,ooo, ooo marks of Oel'1D81\Y1 & foreign long- tar. debts out of a total. of 

? ,436, 000, 000 marks. Liltowise, out of a tot-.1 of abort-term debts of 

7, 405, 000, 000 J>arke, Oel'llaiiJ' ""ed France, Holland and Soritserland ) , 220, ­

ooo,ooo taarla. .laiiWiini that tbe lli:IOWlt of ahort-teno debts baa beta re-

duced through repe,yment of standstill credite to 110118~ l1lte 2 bUl1on 

marks, Ge~' s tot-.! debt t o these three countries is still about S billion 

marks . Granted t hat tbo ratio of dnal.uat1on in all three oa8ee w1lJ. approxi­

mate 30 percent, tb1e ManS that the foreign debt of Oeraeny, which heel U ­

readT been reduced conUderahl7 when the dollar and tbe pound 8terl:ltla •ant 

off gold, i s again curtailed euto.aticailT b7 about 1 , 500, 000, 000 .ariel. 

0el'lllllnY' a current ])111118tlts of interest under the clear:ltlg agre-ta •111 be 

roduced proportionatal.T. FinUl.T, it should be considered that 0.~ hae 

acCU&Ilated a con81d.areble •erchandbe debt under the clearini arranc-ta 

witb &ritserland, Hoiland and France {tbe latter is bei.ni rap1dl;r UqlWiaW). 

Th1e debt too would uao be 8denlued" 1n a 81w1Jer proportion. 

<kl the other band it i8 nece8Nl7 to conalder that the clenluaUca ot 

the three currencies w1ll ll&lte Oer.an uporta to the .. oountrie8 .ore Utn.­

oult ad w1ll, in f~ct , act ae an increase of their teritfs. France, Sd.U.z-­

land. d Bolland !!!"• all t.portent cwrtc.era of Oe!WU17 and the latter -v,-
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ia av• the l.argeat bu,Jer ot 0.1'111111 goods in geoenl.. In 193S tile t111'M 

countriea aceounted tor 913,900,000 -.rU ot Gezwan a:port. or .ore tiiD 

on.._titth (21..4 perceot) or \ot&l. cporte UIOUIIti.ne \o 4,2169, '100,000 ..sob. ~ 
;,...) 
.p -

rules 

(~ 
~ ~JW.ler . 

Ac~~ercial Attache 

• 0~ ... 
~ 
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See if Mr. Gordon Rentschler is in New York - outside -
official . If he ' s not there no one else will do . 

Operator : All right . 

H.J.t .Jr : He ' s at the National City . 

Operator : All right . 

H.M •• Jr: Thank you. 

Operator : J.lr . Rentschler . Go ahead . 

Rentschl~r : Hello - Good morning . 

H.J.t . Jr : 

R: 

H . ~ . Jr : 

R: 

B.M.Jr : 

How are you? 

I'm fine . 

Good . 1h -

How have you been? 

All right . (laughs) I mean I 1m not going out and play 
36 -

R: Well , you ' ve had a lot going on . It looks like it 1 s 
been done pretty well . 

H. LJr : 

R: 

B.M. Jr : 

R: 

H.l.I. Jr: 

R: 

H.ll .Jr: 

R: 

B. Jl .Jr: 

I wondered if there was anything as to my statement 
which is -which isn 't clear. That's what I ' m calling 
you up for . 

Yes . 

Is - is - I mean I wonder if everything is understood 
up there as t o bow this thing is proposed to work . 

VIe una.erstand it, but before I answer that why don 't 
I check with the Street and see 1f they understand it? 

Supposing you do that. 

I ' ll be glad to do it and ! 111 do it right away , and 
I ' ll check ar ound entirely unofficially to find out -

Yes . 

- whether t hey really understand what you ' re trying to 
do. 

Yes . 
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R: And then I 1ll let you know what the consensus of i t is . 

B.M.Jr : I ' d appreciate that, and if you ' d call -

R: I 1d be delighted to do 1t and wHl do 1t right away. 

H.M.Jr : Do you ~ant to call me up, say, around three o ' cloc~? 

R: Yes, I' ll give you a ring around three. 

H.II.Jr: And -

R: That will give me a chance to do the checking . 

/l.M. Jr: Yes . Bow do you feel about it yourself? 

R: \Vhy I think it' s all right . I think it's a move - Just 
as we talked there before, it looks to IDe as though 
this has all worked out exactly as l'ie thought it would . 

"' · '' . Jr : That ' s right . 

R: And I feel very, very happy about it. 

B.M.Jr : Good . 

R: And I just had Leo Shaw - he feels as I do . 

B.M.Jr : Yes . 

R: But I ' ll get Leo and I 'll check, -

H. M.Jr: I see - yes - and -

R: And see whether - just what the reaction is and if 
anything fUrther should be cleared up . 

H. I4.Jr: Thank you very much . 

R: All right - fine . Glad t o say hello to you again. 

H. 'l.Jr: 

R: 

R. ll.Jr : 

R: 

H. !1. Jr: 

R: 

Right . 

Just got bac~ from California . 

Good . 

Quite a party out there . 

You mean -

Well , I ' ll give yo~ a ring at three o ' clock. 
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B.M.Jr : Thank you. 

R: All right . 

B.M.Jr : Goodbye. 

- .) -
i35 
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October 13, 1936. 

Operators Kr. Knoke. 

It: Goo4 IIOrllilli Ill'. Secretary. 

B.M.J'rl 

IC: 

R.M.J'ra 

It: 

B.M.J'rs 

It: 

B. K.J'ra 

It: 

B.M,Jr: 

Ita 

H.JI • . Tra 

It: 

H,)(,J'rt 

It: 

B.II,J'rs 

Itt 

B.II.J'ra 

Itt 

B.ll.l:u 

Bello ltDoke. Well how are thi11111 going? 

they are - eYel'T - they are perfect. They aren' t 
going at all. 

Wonderful.l. 

The .arket is entirely at a standstill. 

Yes. 

Because I guess the explanation is that the market 
is tl'Tilli t o figure out Just what it all means and 
then too they h&Ye a little clearer picture 1n their 
own mud - they jus t won't operate. 

Well now is eYeryth1ng perfectly clear with you? 

I - the question - I'•e had no difficulty 1n answer-
1ng the questions that haYe been r ai sed. 

Well you're a l ucq 11&11. 

We.ll I - but that qu.estion was really the only one 
that they repeated three or four times. 

Yes. 

And that was for the i.aport of gold. 

Well the answer is •anybody can iaport" - right? 

Tbat there ' s no ch&~~~e wbateYer 

•o 
- fro• prior to yesterday. 

wo. 
Has ne•er required a license and doesn 1 t require 
a l1C6nlle to-da;r, 

R18ht. And that's the onl:r question. 
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K: 

s .».Jr: 

It: 

a .w.Jr : 

K: 

B.W.Jr: 

Its 

R. I!:.Jr: 

K: 

ll. li.Jr: 

1.: 

B.K.Jr: 

K: 

ll . li.Jra 

K: 

B.M.Jr: 

It: 

- 2 -

That's the question that most banks were worried about. 

Well these men that you talk to at the banks - what 
co~B~Dents do they make on this IDOYe? 

Well they - o11 course they {laughs) o~ course th.,. 
(l aughs) Just 110nder whether their business 1s all 
shot to pieces. 

Well they realize it isn•t. 

They realize what? 

That•s it's not shot to pieces. 

lfo, no - well they realize it as the Guaranty told 
me they had an avalanche o~ inquiries ~rom co111111ercial 
customers asking Just where they stood and the Guaranty 
answered, •well there's no change as far as you're 
concerned at all•. 

Well I 1Ye Tery carefully said that the colii!Dereial 
people can do business through their banks. 

Yes. 

What? 

Yes that is - well I don't think 

I mentioned that speci~ically. 

Tbeytre quite right - at least it wss in the Yerse 
that I saw in the Tiaes. 

Well don ' t take the times. 
That' s auch better. 

Take the New York Tribune. 

Tribune. Well I have it on .:r desk but I hann1 t had 
a chance to read it . 

Well the tfew York Tribune is a IIUCh .ore accurate 
stat .. ent - the lfew York Tribune. 

Yes. Well, as I say, I ha'fe it on ~ desk but -
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Well Just read that because that ' a the beat paper 

that was written out 0: Washington, str ange as i t 

~~ay seem. I say the New York Tribune has the beat 

statement. 

Yea, I understand. Yes - yes . 

But I - I - the banks - hue you been able to quiet 

them down - I mean so they're all r ight . 

Ob yes - I bad - I began with the Chase, the City 

and the :Banker s and the Irving . 

Good. 

And - well 1 t didn't require any - much to cal.JII them 

down anyhow. 

I see. 

They were not particularly excited bat tbey are Just 

sitting back and trying to digest the whole thing . 

Well ~ refer ence to 1nd1Yidual internati onal specula­

tors - they don ' t think I •m talking about the banks? 

(Laughs) •one han said so although I wouldn' t be 

~~prised if a rew felt that way. 

Well i f the shoe pinches - you know the old saying . 

(Laughs) 

What? 

(Still laughing) 

I lmov. 1lbo I•ve got in mind but I• m not saying and JOU 

know --

I think I know too (laughs) 

And - he doesn ' t love ae any mor e than he used to . 

(Laughing) Well he ' a used to it because he 1 a been 

through all or them and they - his London house baa 

had tbe same experience befor e and hia Pari s bouse, 

etc . 
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And he'~ got it coming to him. 

Ah - personally I agree With you. 

Yes, well as long as you know who I mean. 

(Laughing) Yes I'm pretty sure I do . 

Al.l right. And 1r be sends out llJl7 more telegraas 
calling tor meetings troa Kr. Landon why - not that 
that bas anything to do With it or course. (Laugbs) 

(Laughs) I don' t know whether Lochhead told you. 
The Guaranty said this morning that the - evidently 
the foreign buying orders 1n this market and our 
security market was larger than eTer. 

Yes, well I•m sorry to hear that. 

Yes. 

I mean- it's -it's- some day we111 have to cope 
with it that's what I mean - you know? 

We•ll have to what? 
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Soae day we'll have to meet it. 
what you buy you want to sell. 

I mean some day the -

'!es . Oh I see what you aean. Yes it Will come back 
at ua. 

I mean - whatner anybody wants to bu)' tbq 1ll - soM 
day they• re going to want to sell it. 

Yes, that•s right. 

And when they want to sell it we1ll have to meat it. 

Yes , yes. 

IU.ght? 

That • s per1'actly right. 

Well I•• glad you•re reeling happy. 
very h11.ppy. Goodbye. 

I'• !eelilli 
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October 13, 1936. 
10&30 a.m. 
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Yes? Well what's new o~er there? 

Why I got back trom Beale this morning at 6:45, 
than we all dressed up and took 11r. Bullitt to 
present him to the President. 

I see . 

Our new Ambassador. 

Ah-ba. 

I'• sending you a fairly long cablegram on the BIS 
meeting. 

Ah-ha. 

That ' s o.n the wire now. 

Good. 

From the market here to-day things are considerabl7 
better. 

Tbe:r are. 

A cheerful atmosphere - we might attribute to the 
illlpro~ement o~er tbe internal political situation, 
that is, those Co.aunist meetings on Sunda:r went 
~ery quietly and things look better that wa:r and 
then this announcement was recei~ed ~ery well. 

It was. 

I have.n't read all the papers yet. 

Yes. 
Only criticism at all was thl t 24 hours. 

Yea, well tbat t s all right. 

We mew that that would cause a lltUe --

Yes. 
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uneasiness but they said well better to haYe it 
eYen though that ' s in and --

Yes. 

so on. There•s nothing cauetic on it but there's 
just a little - --

Yes . Anything outstanding up in New York? I mean 
in Basle ? 

ll'o - no. 

No. 

They all think t his was a big step f orward. They 
think that the thing has become IIIUCh more important 
than was originally the conception when it was being 
worked on. 

Did t he people in Basle lalow about this move we ude 
to-day? 
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No they didn ' t know about it. The only one who did 
was Governor Norman. He knew something was coming out. 

Ah-ha, 

He walked oTer from the train w1 th me l ast night 
when I was coming away. 

I see. 

And I confirmed that it was collling out but they didn't 
lalow about it so it couldn't be dianssed yet. 

Well bow i s Kr. Schacht? 

Oh he was on the warpath. 

Wh,y? 

(Laughing} He eaid why does the united States insist 
that I should deTalue and I said I huen1 t heard that 
the united Statal was interested in your dnaluat10D. 

Good tor you. 

I said there ' s been no hint fro• &n7 Aaerican official 
source try!D& to tell ycu bow 1011 ought to handle your 

currency. 
• 
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Good for you. 

And - oh we had quite a talk. 

Did you • 

.1nd then he ga\'e 11. little story of his own words. 

Good. 

He wants the BIS to liquidate. 

He does? 

Says that that bank was set up for centr al bankers 
and his bank itself could not keep itself informed -
.any aeabera - .nen suCh iaportant negotiations were 
going on that it ought to be shut up. 

(Laughter) Well -

Nothing about it down here . 

What? 

Neither the FrenCh or the British let their own men 
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1n the BIS know that these negotiations were going on . 

I see. So they better liquidate it and get a higher -
some really good informants, eh. 

What that? 

;ntey ought to - they want a better spy systea. 

(Laughing) Yes - yea and - so the BIS passed a little 
resolution too just i .n ' favor of return to stabilization. 
That will probably be 1n your paper this JDOrnU~s . 

Yes. But I take it Schacht was not 1n a good humor. 

J'ust that. 

Oh - I take it Schacht was not 1n a good humor. 

We will help them to get around to del'aluation before 
too long. 
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Bow was the 1nterrogants? 

Quite hapPJ' . 

Good. Good. 

They think they've done the right thin& . 

The only concern has been in regard to the internal. 
French situation. 

Ah-h.a. 

That ' s been oons1dered the weak point. 

Ah-ha. 

But to-day rentea are better and the chermont 
is better and there's a bigger turn over in three 
months government bonds then there's been for a 
long wbile. 

Fine - fine. Well wetre feeling very happy here. We -

The American press. They haven't bad tiae to write 
editorials yet but the American press has handled 

this thing beautifully. 

Is that so? 

Yes - beautifully. And the .New York Tribune, as a 
matter of .tact, wrote the best story out of Wash1ncton. 

The Tribune? Is that --

New York Tribune. O.t' course tomorrow editorially they'll 

go a.t'ter us but the New York Tribune carries the best 

story I've seen so tar. 

That's splendid. 

Yea. 

That est be encouraging to you. 

Very. EYerybody around here acta as though they -

:..ike the cat that swallowed the canary. 

Yes -yes (laughs) well thatta fine . 
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All. right. 

Well I can't reTiew the press completely to-day 
because or -----

That's all right. 

Then I•ll gi·n you a 1Fire to110rrow on that. 

All right. 

And we• ll - the long wire on the BIS is collling 
1n to-day. 

Well we can sit back now and breathe a little easier. 

All right (laughs) tine. 

All right. 

I had a letter from you and trom Wayne Taylor to-day. 

Did you? 

I appreciate 1t very much - you're awtul.l.y nice. 

Fine. 
And I•ll get ott this thing tomorrow morning then 
on the press. 

Right. 

Thank you. 

Good night. 

Good night. 
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10: 45 A.M. 

1 5 
"aB-

Present: Mr . Brien ~cKabon, Assistant to the Attorney General . 
Vr . Bernard J. Flynn, U. s . Attorney, Bal timore , Maryland . 
Kr . T. B. Barrington, Asst. U. S. Attorney, Bal tt.ore, Kd. 
llr . Oliphant 
llr. rlcReynolds 

rloMahon: Mr . Secretary, we thought we'd better come to you with 
this matter and let you know about it. It seems t hat 
Mr . Flynn has just finished indicting in Baltimore four 
men for conspiracy to violate the liquor laws. They, 
after being sentenced, decided that they wanted to tell 
what they knew about the situati on, and, in the presence 
of some of the Agents of the Alcohol Tax Unit they made 
statements to the effect that they had obtained graft. 
I 1 1.1 let llr. Flynn go on from there. 

Flynn: These t our men were convicted, and Judge Chesnut, who 
passed sentence, announced to them that i t was his 
policy always in this type of case if men would give 
some information to the Government as to who was the 
owner of the still, that be would be lenient. They 
refused to make any statement at that time, but after 
giving them a maximum sentence, why, they changed their 
tune a bit. Their counsel came and wanted pa.rticulars 
as to wha t they could do. 

We took them in to Judge Chesnut and be again made the 
offer that if they gave that informati on he would take 
that i nto consideration. Then they deci ded they wanted 
to t alk. There was one man, Jones, a part owner in it 
to the extent that he was getting e commi ssion out of 
the profi ts . By the way , it ' s an extremely large still . 

B.M., Jr. :llay I interrupt. Who found the s till and who made the 
raids? 

Fl ynn: The raid was made by the Alcohol Tax Unit, - this par­
ticular still on Boward Street in Baltimore. 

B.U. , Jr. : The Treasury people made the raid? 

Flynn: Yes , they made the rai d; it was not a police case; we 
got i t from the Treasury. Prior to this sti ll, there 
wer e two other very l arge sti lls in Baltimore, one on 
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Boston Street, originally, in 1934, Oct ober . Now, that 
still was there for six weeks in operation. We are 
informed by this man that when the Agents got to the 
still it was cleaned out, aoved . They then aoved 
right outside or the city l111its or Baltillore, to 
Dundalk, and erected a still there. That still went 
for five days, and then they sai d they had 1ntorsation 
that the s till was to be raided and they moved out, 
and when the Agents a r rived that still was gone . Now, 
the thi rd still, wit h the same people, then was put i n 
on Howard Street, in a large warehouse. Tbey say - what 
they called it was a "sneak." They were put ting it i n 
without the knowledge or the people they were paying. 

Now then, tos\1111 it up briefly • • • 

B.Y., Jr .: Wnat do you call a •sneak"? That ' s a new word. 

Flynn: A • sneak, " as they call it, is putting 1n a still or 
this magnitude without the Agents f i rst putting their 
O.K. on it, saying they could go in. 

B.M., Jr.: You mean if they are paying protection. 

Flynn: If they are paying protection; that's right. 

B.M., Jr.: In other words, they are supposed t o sneak it over on 
the Agents; i s that the i dea? 

Flynn: Yes. Now, these people are from New Jersey. They say 
they moved down toBaltimore and started their operations -
the man in charge of enforcement in Baltimor e had former ly 
been in New York, but they knew be could be handled -
and they came to Baltimore to operate because of the fact 
that he could be handled . 

Now, t~ey said that they paid. • • Now, this man doesn ' t 
give any definite 1ntoraation as to having seen any aoney 
passed to an Agent of the Treasury Department. 

B.M., Jr.: What•s the man's name? 

Flynn: His name is Jones, and he ' s been convict ed . What ' s 
his first name (to Harrington)? 

Ralph. 

Ralph M. Jones . He said, however, that he di d sea 

Regraded Unclassified 



3 

147 
$ 

money t urned over to a man by the name of Smith -

that is Charles Smith, who is a former Agent of the 

Alcohol Tax Unit - and that the understanding was 

that this Charles Smith was to pay this money over 

to three Agents that he mentions . First of all was 

Porter, who was the head of the unit. Secondly, a 

man named Reddens who was in charge of it. Just 

what was his official position? 

Rarrington: Assistant Supervisor in charge. 

McReynolds: He's the number two man. 

Flynn: And, third, they were to pay a man by the name or 

Monahan, Just an Agent. 

Reddens was to get $500 a week while the plant was 

being constructed and while they were not operating. 

While they were in operation he was to get $1,500 

e week. 

Now, that is the information that we have received, 

except that it was corroborated by another one of 

the confederates by the name of Ballard, who was, 

incidentally, a local Baltimore man, didn't come 

down from New Jersey with them. 

Jones was what they called the plant man. He was 

a mechanic , going around the country putting in these 

plants . Incidentally, be ' s an aviator. He fli es 

from one place toanother to make his inspections . 

H.M., Jr.: Quite up-to-date. 

Flynn: Yes, quite up-to-date. There were two aviators i n 

this. 

Now then, Ballard, the Bal timore man, made the 

statement that be knew Colonel Porter , and they got 

to know him by reason of the fact that his employer, 

a ~~n by the name of - Kams, is it? 

Barrington: Yes, Kams - K-a-m-s. 

Flynn: And a man named Kassotf; incidentally Kams is Kassoff; 

it's an alias. 
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a. 'i., Jr.: The same thing? Kams and Kassorr are the same? 

Flynn: Yes. Now, they are supposed or, at least, he was 
supposed to have been the moneyed man. He put the 
money in. He's under indictment, but has never 
been apprehended, not convicted, not been tried or 
yet caught . He ' s also indicted; that ' s on the 
Dundalk still . We have indictments on him and 
severe~ others in that. 

However, this man Ballard made the statement that 
Kams had sent for him on a date in October, 1934, 
which I believe was October 7, and was told to take 
the car or Kams, Kams• personal car, go to the 
Lord Baltimore Hotel and pick up a man by the name 
ot Jack. The last name he didn't know, but he knew 
that Jack was a former police official from the State 
of New York. From there they were to go to the Bel­
vedere Hotel and pi ck up a man named Porter, who 
would meet them on the pavement at the Belvedere 
Hotel. 

He said that he took Kams 1 car, went to the Lord 
Baltimore Hotel , picked up this man Jack, then went 
to the Belvedere Hotel and picked up the man named 
Porter; that he drove them from Baltimore - from the 
Belvedere Hotel in Baltimore - to Freder i cksburg, 
Virginia, and that all during the trip this man 
named Porter was talking about his farm and his 
hams and his hogs and what not . Rather peculiar ly, 
Colonel Porter has a place i n Fredericksburg, Virginia, 
a place where he r aises hogs and sel~s Virginia cured 
hams . 

Now, that's the hig~ights of the i nformation that 
we have. I might say, however, that the Alcohol 
Tax Unit men were taking this st a t ement and Reddens 
was present when the man made the s tatement . Konshan 
was not, but came 1n afterwards . 

Yesterday Kr. Avis, was it? • •• 

Harrington: Kr. Avis. 

Flynn: And a !lr. Berkshire were ovet" talking about this cue 
to me, and ha~e offered to turn over a~ men that we 
would select to carry on a further investigation of 
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this oreration, and also said that the Intelligence 
Unit of your Depart~ent would be notifiPd this ~orn­
ing and go ahead. However, Mr. McMahon had made 
this appointment . 

I wish you'd tell the Secretary about Kr. Porter 's 
actions, which look ••• 

Oh, yes. Of course, Kr. Barrington tried the cases 
an~ is quite familiar with it all, a nd that's why 
I had him here . I asked Colonel Porter, sent for 
him immediately when this came up, asked him to 
come to my office; I wanted to talk w1 t h him. 
Which he did very promptly. I told him what I 
have said here. Colonel Porter said, "I have no 
recollection of ever taking a ride from Baltimore 
to Fredericksburg ." 

I suggested to him that I thought that be could be 
a little bit more positive than that, just not 
having a recollection. However, he said it was 
quite a shock to him, that he 'd like to get his 
thoughts together . 

I suggested that I thought what he should do was 
to bring this man in who made this accusation and 
to have him confront him. Be said he'd rather not 
do that because be thought possibly this man may 
have bad some information about b1a by seeing his 
picture in the newspaper or having been pointed 
out to him on the street, and that he would probably 
point to him and say, ~es, that's the man, " and 
then he wmld be in a very seri ous dilemma, he 
thought. 

I explained t o him that if he was pointe~ out by 
this man, it would merely be an identi!'ication by 
a convicted felon which would be not as serious as 
1f it was en honest man pointing him out; on the 
other hand, 1f he was not pointed out, it would be 
quite e•ident that this man had never seen hi• before. 

I have made two appointments for Colonel Porter since 
then for the purpose ot getting him to confront this 
man, but yesterday, rather Saturday, he was sick, 
couldn't come up; the day before he did co~e up but 
said he'd rather get his records together as to his 
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movements in the month of October, 1934. So that 
he has not yet • • • 

H. U. , Jr.: This is 1111 attitude. This sort of thing has onl:f 
happened once before, I'm pleased to say, and that 
was when Kr. Lamar Hard,y Calle up from !lew York -
has the same position that you do - and gave me 
certain evidence that he was not satisfied that the 
narcotic people 1n New York were all right . We put 
at his disposal people from Intelligence; I don't 
know whether that investigation has been completed 
yet. 

Yc~ahon: It hasn't been yet. 

B.M., Jr.: I'll keep them on it. 

McMahon: We very much appreciate it. 

B. ij., Jr.: The way I always feel is this - that it is up to me, 

Flynn: 

and we welcome information like this. I do personally; 
I 1m delighted to get it. And my attitude is that it is 
up to me to keep my own mess clean. When I can•t do it, 
the President will put somebody else in who can. 

Now, what I'd like to do is 11Dmediately, through Wa c, 
get this thing organized. We ' l l put all the people 
necessary from the Treasury at your disposal to go 
over this thing. 

Well, I'd say that - Kr. Avis yesterday said that a 
Yr. Burford, from the Intelligence, would be over as 
soon as he possiblY could get over , maybe this after­
noon or tomorrow morning . 

McReynolds: Burford' s in my office now and available. 

Flynn: That ' s the name. 

McReynolds: Burford's one of the best men we ' ve got. 

B.Y., Jr. : He happened to be the man who spent the last two or 
three years with about fifty Age.nts in a town called 
lew Orlaans, investigating a very prominent citi&en 
and other citizens down there. I didn ' t even know he was 
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Wash~ngton. 

McReynolds: He just happened to be there. 

H.M., Jr. : You've got him there? 

McReynolds: Yes, Burford is available - Burford and Irey and 

Stewart Berkshire . 

a .M., Jr . : Why don't we bring t hem all in, introduce them. 

We 1ve got an empty room right here. If you can 

take the time right now, I suggest you go in there 

and make the arrangements. What do you think? 

McMahon: Very fine . 

a .M., Jr. : We ' ve got everybody here. Any thought before we 

do that? 

McMahon: I don ' t think so. 

Flynn: Of course, I did tell you t hat, as far as the angles 

of the case were concerned, that they would be working 

under me . 

H.Y. , Jr. : And the men are satisfactory to you. 

Flynn: 

H.M., Jr .: 

(On phone) In Kr. McReynolds• office is Kr. Berkshire, 

Irey, and Burford. Ask them all to come in here, 

please. 

They're the ones we ' ll use . As we say, Berkshire has 

the Alcohol Tax Un.it in tha Internal Revenue. 

He was over before . 

If you gentlemen will just step in the other roo•. • • 

As I say, lay out your campaign right now . And I•d 

like to have you feel this way: If you are not getting 

one hundred and one percent cooperation, wny call me 

on the telephone . You don't have to bother to come 

over here . Just call me up if you are not getting 

one hundred and one percent cooperation. Just call 

•e personally on the telephone . But rq attitude 1s 

that it is rq Job to keep this mess clean and, as I 

say 1 when I can't so•ebody else can have the Job . 
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(Irey; Berkshire and Burford come in) 

Now, the Department of Justice have come in here 
and they feel that certain people that we have 1n 
the Alcohol Tax Unit - certain very serious charges 
that are made against them. 

Now, it's in your shop (to Berkshire). I told them 
I appreciate very much their coming here. I also 
told them that it is up to me to keep the Treasury 
clean. When I can't do it, the President will put 
somebody else in. This is your mess, see? It 1s 
up to you to do the same. I want you to go in w1 th 
the Attorney General and it is up to you and you 
(to Irey) to supply them with the men they want. 
They've got to be inseparable to him. We want to 
handle it just the way we handled the Lamar Hardy 
thing up in New York . 

I ' ve told Kr. Flynn that if be isn't satisfied 
all he's got to do in Baltimore is pick up the phone 
and call me . But I want him satisfied that we are 
doing everything we can to assist him to either 
prove this crowd guilty or not guilty . And the 
fact that they work for us doesn ' t make any differ­
ence . You know our policy. Don' t give a damn who 
i t is or where the chips fall. And it is up to Kr. 
Flynn to let me know whether he's getting the proper 
cooperation and if he doesn' t get it. 

But this is in your shop now (to Berkshire) and Irey 
will help you. Find out that either they are or 
they are not guilty. If they are crooks, it ' s just 

too bad. 

Glad to have seen you again (to McMahon). 

McMahon: Glad to have seen you. 

B.M. , Jr.: Thank you for coming . 
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Ocj;. 13th 

The following we~e present at the 9:30 meeting 
this morning : 

Kr, Gaston 
Kr . Gibbons 
Mr. llcRe;rnolds 

Kr. Oliphant. 
Mr. Taylor 
llr . Upham 

The big fellows i n New Yor k will like this. 
is what they have been waiting for. 

This 

Oliphant: You may get a letter from Coolidge . 

H. M.Jr: I should send hi• a telegram, •Don' t you think you 
pi cked the wrong hor se? We are going to balance the 
budget 1n a year or two• . 

Note: At this point Mr. Morgenthau dictated a letter to be 
sent to Jlr , Coolidge under personal cover. The 
let ter follows: 

H,!l,.Trt 

Gibbons: 

•Dear Jeff: 

Taking it for granted that your sense of 
humor 1s as good as it used to be, I am writing 
you the following personal letter, 

Now that Landon bas come out for balancing 
the budget within four years and President 
Roosevelt has said twice within t he last week that 
he will balance the budget 1n a year or two, and 
you and I know that he can do it, how do you feel? 
After all •we are a fortunate people•. 

Best rega.rds. 

Yours sincerely, 

(Signed) Henry • 
What did you pick up in New York? 

I saw Congressaan Char lie Buckley yesterday. He 
said they have SO,OOO more registrations 1n his 
Assembly District this year, 
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B.M.Jr: All Democrats? 

Gibbons : Yes . 

s .N.Jr: Did you see the Daily News poll? 

Gi bbons : No. 

Gaston: There is a good story 1n the Times this morning 
as to how they are carrying them 1n on cots and 
chairs to register. 

Note: Ill'. tlorgentbau then bel an to read the ~terent 
percentages 1n the ~terent counties conce~ 
Totes tor Rooseyelt . 

B. W.Jr: Will you get an extra set or the clipping together 
on this (gold business). I want to send them to 
the President tonight. 

Upham: There is no Wall Street Journal. 

Gast on: That ' s tunny. They were working till last last 
night getting the story. 

H.W. J r1 Are you sure? 

Upham: I looked all around this morning and that ' s 'llbat 
they told me at the newatands. 
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8. 4.Jr: 

Operator: 

H.W.Jr: 

Operator: 

B.ll.Jr: 

Oper a tor: 

October 13, 1936 
(lorflln&) 

~ee if lr. Gordon rlentscbler is in New York - outside -
official. It be's not there no one else will no. 

All right. 

Be's at the National City . 

A!.l right. 

Thank you. 

Mr. Rentschler. Go ahead . 

Rentschler : Bello - Good morning. 

B.M.Jr: Bow are you? 

R: I'm tlne. 

a.u . Jr: 

R: 

H.W.Jr: 

R: 

B.!oi.Jr: 

R: 

B.!l.Jr: 

R: 

B.:.t.Jr: 

R: 

H.III.Jr: 

R: 

B.II . Jr: 

Good . Ah -

Bow have you been? 

All right. (laughs) I mean I •m not going out and play 
36 -

Well, you' ve bad a lot going on. It look3 like it's 
been done pretty well. 

I wondered it there was anythtng as to ~ statement 
which is- which isn't clear. That's what I'• calling 
you up for. 

Yes. 

Is - is - I mean I wonder it everything is understood 
up there as to how this thing is proposed to work. 

We understand it, but betoro I answer that why doD' t 
I check with the Street and see if they understand it? 

Supposing you do that. 

I' ll be glad to do it and t•n do 1t r ight away, and 
I 1ll check around entirely unofficially to find out -

Yes. 

- whether they really under11tand what you1 re trying to 
do . 

Yes. 
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And then I ' ll let you know wha t the consensus of it is . 

I'd appreci ate that, and if you•d call -

I'd be delighted to do it and will do it right away. 

Do you wont t o call me up, say, around three o 1 cloclr? 

Yes, I'll give you a ring a r ound three. 

And -

That will give me a chance to do the checking. 

Yes. How do you feel about it yourself? 

Why I think it's all right. I think i t 's a move - just 
as we t alked t here before, it looks to me as tbougb 
this bas al l worked out exac t l y as we thought it would. 

That' s right. 

And I feel very, very happy about it. 

Good. 

And I just bad Leo Shaw - he feels as I do . 

Yes. 

But I'll get Leo and I' ll check, -

I see - yes - and -

And see whether - just what tbe reaction is and if 
anything further should be cleared up. 

Thank you v ery much. 

All right - fine. Glad t o say hello t o you again. 

Right. 

Just got back from California. 

Good. 

~u1te a party out there. 

You mean -

Well , I•ll give you a ring at tbree o ' clock. 
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B.ll.Jr: 

R: 

H.M.Jr: 

Tbsnk :you . 

All ri&ht. 

Goodbye. 

- .) -
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Operator: 

K: 

H.II.Jr: 

K: 

R.M.Jr: 

K: 

H.li.Jr: 

K: 

H.M.Jr: 

K: 

H.M.Jr: 

K: 

B.M.Jr: 

K: 

H.II.Jr: 

K: 

B.M. Jr: 

It: 

B.M.Jr: 

K: 

B.M . Jr: 

October 13, 1936. 
Mr. Knoke. 

Good morning Mr. Secretary. 

Bello Knoke. Well bow are things going? 

They aro - every -They are perfect . They aren't 
going at all. 

Wonderful. 

The market is entirely at a standstill . 

Yes. 

Because I guess the explanation is that the market 
is trying to figure out Just wba t it al~ means end 
then t oo they have a little clearer picture i~ their 
own mind - they Just won't operate . 

Well now is everything perfectly clear with you? 

I - the question- I've had no difficulty in answer­
ing the questi ons that have been r aised . 

Well you're a lucky man. 

Well I - but that question was really the oaly one 
that they repeated three or four times. 

Yes. 

And that was tor the import of gold . 

Well the answer is "anybody can import" - right? 

That there's no change whatever 

Ro. 

- from prior t o yesterday. 

•o. 
Has never required a license and doesn't require 
a license to-day. 

Right. And that's the o~y question. 

Regraded Unclassified 



.. 

K: 

H.K.Jr : 

K: 

B.M .Jr : 

K: 

B.II.Jr: 

K: 

B.M.Jr: 

K: 

B.M.Jr: 

K: 

B.loi.Jr: 
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K: 

B. K.Jr: 

K: 
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That's ~~e question that most banks were worried about . 

Well these men t hat you talk to a t the bonks - what 
comments do they make on this move? 

Well they - of course they (laughs) of course they 
(laughs) Just wonder whether t heir business is all 
shot to p.i.eces . 

'I/ ell they realize it is~' t . 

They realize what? 

That 's it's not shot t o pieces. 

No, no - well t hey realize it a s the Guaranty told 
me they had an a valanche of inquiries from commercial 
customers asking just where they stood and the 
Guaranty answered, wwell there ' s no change as t ar as 

you 1 re concerned a t all ." 

Well I 've very carefully said that the commercial 
people can do business tQ-ough t heir banks. 

Yes . 

"hat? 

Yes that is - well I don't think 

I mentioned that specifically . 

They •re quite right - at least it was in ~e verse 
tha t I saw in the Times . 

Well don ' t take the Times . Take the New York Tribune. 

That ' s much better. 

Tribune. Well I have it on DIY desk but l haven't had 

a chance to read it . 

Well the New York Tribune i s a much more accurate 
statement - the New York Tribune. 

Yes . Well , as I say, I have it on DIY desk but --
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R. ll.Jr: 

K: 

B.K.Jr: 
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K: 

B. I.I . Jr: 

K: 

H.loi.Jr: 

K: 

H. li . Jr: 

K: 

H.M.Jr: 

K: 
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Well just read that because t~at 1 s t~e best paper 
tbst was written out or Wasbington, strange as it 
may seem. I say the !lew York Tribune has the best 
statement. 

Yes, I understand. Yes - yes. 

But I - I - the banks - have you been able to quiet 
them down - I mean so they ' re all right . 

Oh yes - I had - I began with the Chase, the City 
and the Bankers and the I rving. 

Good. 

"nd - well it didn't require any - much to calm them 
aown anyhow. 

I see. 

They were not particularly excited but they are just 
sitting back and trying to digest the whole thing. 

Well my reference to individual international specula­
tors - they don ' t think I'm talking about the banks? 

(Laughs) None have said so although I wouldn't be 
surprised if a few felt tbat way. 

Well if the shoe pinches - you know the old saying. 

(Laughs) 

What? 

{Still l aughj.ng) 

I know who I•ve got in mind but I ' m not saying and you 
know --

I tbink I know t oo (laughs) 

And - be doesn ' t love me any more than be used to . 

(Laughing) Well be ' s used to it because be' s been 
through all or tbllll and tbey - bis London bouse has 
bad t he same experience before and bis Paris ~ouse, 
etc. 

Regraded Unclassified 



H.Y. Jr: 

K: 

a .Y.Jr: 

K: 

B. ll.Jr: 

tC : 

B. AI.Jr: 

K: 

H.lt.Jr: 

K: 

H. I.! .Jr: 

K: 

H.lo!.Jr: 

K: 

R. M.Jr: 

K: 

B. I.! . Jr: 

K: 

B.loi.Jr: 

- 4 -

And he's got it coming to him . 

Ah - personally I agree with you. 

Yes, well as long as you know who I mean. 

(Laughing) Yes I'm pretty sure I do . 

161 

All right. A~d if he sends out any more telegrams 

calling for meetings from Mr. Landon why - not that 

that has anything to do with it of course. (Laughs) 

~Laughs) I don't know whether Lochhead told you. 

lhe Guaranty said this morning that the - evidently 

the foreign buying orders 1n this market s.nd our 

security market was larger than ever . 

Yes , well I'm sorry t o bear that . 

Yes . 

I mean - it's - it's - some day we ' ll have to cope 

with it, that's what I mean - you know? 

We'll have to wha t? 

Some day we 'll have t o meet it. I mean some day the -

what you buy you want to sell. 

Yes . Ob I see what you mean. Yes it will come back 

at us. 

I mean- whatever a nybody wants to buy they'll - some 

day they ' re going t o want to sell it. 

Yes, that's right. 

And when they want t o sell it we ' ll have to meet it. 

Yes, yes. 

Right? 

That's perfectly right. 

Well I'm glad you ' re t:~cling happy. I'• feeling 

Yery happy. Goodbye. 
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B. loi . Jr: 

Cocllren: 

B. II . Jr: 

C: 

ll.IE. Jr: 

C· 

a .. ~.Jr: 
C: 

B. lo! .Jr: 

C: 

H. ll.Jr: 

C: 

H.loi.Jr: 

C: 

B.ll.Jr: 

C: 

B. h!.Jr: 

C: 

H.ll.Jr: 

Bello 

Bello 

October l J , 1936. 
10:30 a .m. 

Yes? well wbat 1 s new oYer tbere? 

Wby I got back from Basle this mcrning at 6:4~ , 
t hen we all dressed up and took llr. Bullitt t o 
present bim to tbe President. 

I see. 

Our new Ambassador. 

Ab-ba . 

·s" .1. ~ 

I'm sending you a fairly l ong cablegram on tbe BIS 
meeti ng. 

~>b-ba . 

That ' s on the wire now. 

Good. 

From tbe market bere to-day tbings are consider ably 
better. 

Tbey ere. 

A cheerful atmosphere- we might attribute to the 
improvement oYer the internal political situation, 
that is, those Communist meetings on Sunday went 
very quietly and things look better tbet way and 
then tbis announcement was r eceived very well . 

It was. 

I haven ' t read all tbe papers yet. 

Yes. 

Only criticism at all was that 24 hours. 

Yes, wel l that's all right . 

We knew that tbat weald cause a llttle --

Yes. 
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- uneasiness but they said well better t o have it 
even though that ' s in and --

Yes. 

- so on. There's nothing caustic on it but there's 
just a little --

Yes. Anything outstanding up in New York? I mean 
in Basle? 

No - no . 

No. 

They all think this was a big step forward. They 
think that the thing has become much more important 
than was original~y the conception when it was being 
worked on. 

Did the people in Basle know about this move we made 
t o-day? 

No they didn't know about it. The only one who did 
was Governor Norman. Be knew something was coming out . 

Ab-ba. 

He walked over from the train with me last night 
when I was coming away. 

I see. 

And I confirmed that it was coming out but they didn't 
know about it so it couldn ' t be discussed yet. 

Well how is lolr. Schacht? 

Ob be was on the warpath. 

Why? 

(Laughing) He said why does the United States insist 
that I should devalue and I said I haven't heard that 
the United States was interested 1n your devaluation. 

Good tor you. 

I said there's been no hint from any American oftici al 
source try~.ng to t~ll you bow you ought to handle your 

currency. 
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Good f or you. 

And - ob we bad quite a t alk. 

.l.lid you. 

16 4 

And then he gave a little story of his own words . 

Good. 

He wants the BIS to liquidate. 

Be does? 

Says that that bank was set up for central bankers 

and nis bank itself could not keep itself informed -

many members - when such important negotiations were 

going on that it ought to be shut up . 

(Laughter) Well -

Nothing about it down here . 

What? 

Neither the French or the British let their own men 

in the BIS know that these negotiations were going on. 

I see . So they better liquidate 1t and get a higher -

some really good informants, eh. 

Vlhat' s t hat? 

They ought to - they want a better spy syste11 . 

(Laughing) Yes - yes and - so the BIS passed a little 

resolution too Just in favor of return to stabilization. 

That will probably be in your paper this morning. 

Yes. But I take it Schacht was not in a good humor. 

Just that. 

Oh - I t~e it Schacht was not in a good hu.or . 

We will help them to get a row.:! to devaluation before 

t oo long. 
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How was the interrogents? 

,uite happy . They think they 've done the right 

thing. 

Good . Good . 

The only concern has been 1n regard to the internal 

French situation. 

Ab-ba. 

That 1 s been considered the weak point. 

Ah-ha. 

But to-day rentes are better and the chermont 

is better and there's a bigger turnover 1n three 

months government bonds than there's been fol' a 

long while. 

Fine - fine . Well we're feeling very happy here. We -

The American press. They haven't had time to write 

editorials yet but the American press has handled 

this thing beautifully. 

Is that so? 

Yes - beautifully. And the New York Tribune, as a 

matter of fact, wrote the best story out of Washington. 

The fribune? Is that --

New York Tribune. Of course tomorrow editorially they 111 

go aft er us but tbe New York Tribune carries the best 

story I've seen so far. 

That's splendid . 

Yes . 

Tbat must be encouraging to you. 

Very. Everybojy around here acts as though tbay -

like tbe cat that swallowed the canary. 

Yes -yes (laughs) well that's fine. 

Regraded Unclassified 



• 

l!.t.!.Jr: 

C: 

H. M.Jr: 

C: 

B. !I.Jr : 

C: 

H. M.Jr: 

C: 

B. ll.Jr: 

C: 

H.M.Jr : 

C: 

R.M.Jr: 

C: 

B. M.Jr : 

C: 

H.II.Jr: 

- 5 -

All right. 

Well, I can' t reView the press completely to-day 
because or 

Tbat•s all right. 

Then I'll give you a Wire tomorrow on that. 

All right. 

And we ' ll - the long wire on the BIS is coming 
in to-day. 

lo5 

Well we can sit back now and breathe a little easier. 

All right (laughs) fine . 

AU right. 

I had a letter from you ~d from Wayne Taylor to-day. 

Did you? 

I appreciate it very much - you're awfully nice . 

Fine. 

And I' 11 get ott this thing tomorrow morning tben 
on the press. 

Right. 

Thank you. Good night. 

Good night. 
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Present: Wr. Oliphant 
Wr. Lochhead 
llr. Taylor 

October 131 1936. 
11:20 k . M. 

B . ~ . , Jr .: George Harrison asked me a question that Jeff 
Coolidge called him up and asked him: Can a 
country which fits the pattern or a gold standard 
country get gold from this country? Now, may I 
say his advice is to say, "Yes.• There is no 
change. The Belgians could if they wanted to . 

Oli phant: I f he i s satisfied. 

167 

Lochhead: Wy feeling is that this statement you made yesterday 
supplements tbe previous statement. If they measure 
up t o the standard set by your original state~ent 
the answer is yes, but, of course , the gold would 
have t o be above gold export and they would have 
to prove that they are really a gold standard country. 

H.M., Jr. : But personally he Just passed over the answer as 
yes if they can say to us that they are on the gold 
standard, that it would work between points . But 
it1 s just passing it up like that . 

Oliphant: That starts out •supplementing =r statement or• •• 

H. \1., Jr .: Do you think I ought to say anything? 

Oliphant: Then a little later down I stuck in the word •also• 
so as to leave that situation unchanged for the country 
that could really prove it. I think it is most unde­
sirable to have to say it. 

H.M., Jr.: Any bank that calls up, you can say it. Or he can 
say it. Huh? 

Lochhead : I checked with a couple or thea. I was speaking to 
Knoke about that. One of the newspapers said that 
this Will stop the movement o f gold except between 
governments . Now, that bas raised the question 1n 
New York as to gold coming in here, for instance, 
1f it was ••• 

H.M. , Jr.: I cleared that with them. 
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Lochhead: They said they have had innumerable inquiries today 
from different people on that point. 

B.M., Jr. : I've cleared that. 

Lochhead : You've cleared that; then I guess there's no question 
about that. 

H.M., Jr.: (Oh phone) Get me Bank Governor Harrison, please. 

Now, anybody can bring gold on ••• 

Lochhead: As long as it is kept in Customs custody on delivery 
to the United States. 

B.W., Jr. : In Customs custody. But these fellows ••• Be didn't 
call me; I called him. But it is very important . 

Oliphant : It's very significant. 

Lochhead : Very important. 

Oliphant: The next attack will be that it's a return to the 
gold standard; you know where from. 

H.M., Jr.: What are you going to say - a r eturn to the gold 
standard? 

Oli phant: I mean the direct attack will come from that quarter. 

H. M. 1 Jr. : 

Lochhead: 

B.M., Jr.: 

It's a pretty smooth question. 

(Mr. Taylor comes in) 

A little question in New York. Governor Harrison 
said Coolidge, First National , Boston, wants to know 
if they wish to import gold from Belgium, could they? 
I'm going to tell them yes, if Belgium can say t o us 
it ' s on the gold standard, the answer is yes. 

What did Mr. Cooli dge mean by going outside the district 
to ask questions? They went outside their district 
to ask questions. They should have asked the Federal 
Reserve or Boston. Tba t' s where they made their error. 

Well, I think for him to tell me this is a distinct 
gesture or friendship on th~ part of Harrison - that 
he tells me Coolidge called. 
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Oliphant: Yes , evi dence of it . 

8 . 11 ., Jr.: In view of their close r elationship . 

Tayl or : I don't know why you wouldn ' t , i f they can sati sfy 
us. 

Oli phant: That's right . It 's Just un!or turAte the questi on 
is being bruited about at this t ime by Jet! Coolidge 
and that crowd, if t hey are going to pass it out -
"Well, they didn' t change the price of gold; the 
United States is on a gold standard and still looks 
upon doing business wi th another gold standard 
country as the norm . n 

Taylor: Transition period . 

(Phone) : Governor Harrison is busy talking . 

8 . 11 ., Jr . : Ask them t o send a note in to him. 

Lochhead: 

Oliphant: 

Lochhead : 

Tayl or : 

Oliphant : 

Tayl or : 

Interesting to know t hat the guaranty reports today -
that they have had more or ders than usual for the 
purchase of stock in this market . 

That's the trouble. We automatically do business 
with the gold standard, but we w~n•t do business 
wit h the non-gold sta.ndard unless t hey meet t hese 
terms a nd conditi ons . It sort of places us in t be 
position of coercing the worl d back to the gold 
standard. 

Now we•re going to a managed standard. 

Really coercing them, in a way. 

The unconditional, absolute privilege goes to the 
old gold; there it is automatic . We don't have 
to have any statements certifying this, and that, 
etc., and we are on a fixed gold . l'a just tllinking 
out loud . But that ' s the way the orders are . Of 
course, "supplementing the order of so-and-so." Well , 
~til further noti ce" • • • 

Well , your big bulk of your transactions - Archie can 
tell you what percentage they pay - will be marked 
up and cleared through two other currencies favoring 
ours . 
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B.U., Jr.: (On phone) George, I ' ve got my group in here, and 
the answer to that i s this, and I wish you' d pass 
this along to Knoke, because I hear he's worried 
about i t too, see? 

Harri son: Yes. 

H. J.I., Jr.: That if a country can qualify on the old gold standard 
in the sense that - I mean we were operating on up 
to September 25th, see? 

Harrison: Yes. 

B.U., Jr . : And we zould satisfy ourselves i f she was on that 
international gold bullion standard - that's what 
it was, wasn't it? - why, we would let gold flow 
as between countries and between points. 

Harrison: Yes . 

H.M., Jr.: But quite frankly we'd just as leave let that go by, 
see? 

Harrison: You'd quite frankly what? 

B.M., Jr.: We don't want to advertise it . 

Harrison: No, I'm not advertising it. But I think that you­
at your next press conference a lot of them are going 
to ask you that question because the paper s refer to 
it. 

B.M., Jr . : Well, the next press conference isn' t until Thursday 
morning and then we ' ll know more about it . 

Harrison: Yes. And as to my inquiry, that position I ' ve taken 
is the only one that I have intended myself, which 
is at Jeff Coolidge's requent. I said I •assumed 
that . • 

H. M. , Jr. : 

Harrison: 

Well , you assumed r i ght. 
that i s bothering Knoke -
The answer is yes . 

Yes, I think that ' s clear . 

And the other bank question 
Can banks bring gold in? 
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H.M. , Jr.: So if Knoke, in talking to the banks, can clear 
that up, if any or them are worried about it, 
that would help us. 

Harrison: I think it would help, because it makes for a more 
normal flow. 

H. lol ., Jr.: 'Nell, the less con!'usion the better. But in the 
Tribune story they have that very clearly. 

Harrison: Yes . 

B.IA., Jr . : Would you tell Knoke to carry it out in talking to 
them? 

Harrison: Yes . 

B. M., Jr. And if anything else comes up during the day that 
isn't clear, let me know. 

Harrison: Yes, I shall. 

H.IA. , Jr . : Because there ' s nothing like giving in!'ormation, 
and there's no reason why they shouldn't have it. 

17.L 

Harrison: There's no reason that a constructive step shouldn't 
be attempted in adjusting a con!'u.sing situation. 

B. M., Jr. : .t.xactly, and I think that if they want to understand 
it they will appreciate that this is a constructive 
step. 

Harrison: 

B.M., Jr .: 

Harrison: 

H.M., Jr .: 

Harrison: 

Yes . 

We're under terrific handicap three weeks before a 
campaign. People can ' t get a ca11paign out of their 
mind and they just look for little chips in our 
ar mor which they ' d be glad to over look t bree weeks 
after the campaign. 

The reason I a sked you about that is I'• sure you 
didn' t want to speak to Coolidge. 

I appreciate your attitude. And i f anything else 
comes up during the day give me a ring, will you? 

All right, I will. 
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George, I 've got my group in here and the answer t o 
any inquiry is this and I wish you' d pass this along 
to Knoke becau se I hear be' s worried about it too, see? 

Yes . 

Ah- I mean if a country can ' t qualify, that is, on the 
old gold standar d in the sense of - I mean that we were 
operating on up to September 25th, see? 

Yes . 

And - and we would - t o satisfy ourselves if she was 
on tha t international gold bullion standar d - that 's 
what i t wns , wnsn 1 t it? Wby we would let gold !low 
as between countries and between points. 

Yes. 

But quite !rankly we' d just as leave let that go by, s 

You' d quit e ! rankly what? 

We don't want to advertise it. 

Well I•m not advertising it but I think that you - et 
your next Press Conference a lot of them are going to 
ask you that question because the paper s r efer t o it -
the ticker straightened it out . 

Well t he next Press Conference isn' t until Thursday 
morning and t hen we ' ll know more about it . 

Yes. 

And --

And as t o my inquiries -well that's the position that 
I ' ve taken a nd the only one that I've off ered myself -
wbicb was a Jeff Coolidge - I said I assumed that . 

Well you assumed right . 

Yes . 

And the other question involving Knoke - ftCan banks 
bring go~d in?n The answer is yes, see? 
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Yes, wel l I think that •s clear. 

So I mean so that - if Knoke, in talking to banks can 
clear that up if any of them are worried about it why 
that would help us. 

Well I think it woula help because it makes f or a 
moro normal flow. 

Well the less confusion the better. But in the Tribune 
st ory they have that very clearly . 

Yes . 

Would you tell Knoke t o clear it up? 

I will - right away. 

In t alking t o them? 

Yes. 

And if anything else comes up during the day that 
isn' t clear, let me know because --

Yes I will . 

Because there's nothing like giving information and 
there •s no reason why t hey shouldn't have it--

There ' s no reason tha t a constructive step shouldn't 
be attempted as adjusting a confusing situation. 

Exactly. 

Yes. 

And I think that if they want to understand it, they ' ll 
appreciate that this is a constructive step. 

Yes. 

What? 

Yes. 

Because we're under a terrific handicap three weeks 
bef ore a campaign- I mean people can' t get the 
campaign out of their mind. 

Regraded Unclassified 



R.M.Jr: 

H: 

H.III . Jr: 

H: 

B.M. Jr: 

II: 

8 . 1.1 . Jr: 

H: 

174 

- J -

And they just look for little chinks in our armor 
wbich they ' d be glad to overlook three weeks attar the campaign. 

Yes . Well tbat•s the reason I spoke to you about it 
because I a s sure you didn 1 t want it to be contused. 

I appreciate your attitude . 

Yes. 

•nd if anything else comes up during the day give me a ring, will you? 

All right I will . 

Thank you. 

Good. 
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Oc~ober 13, 1936 

As I see it: 

11e are not returning to the ol.d gol.d atanda.rd or an;ytbing l.1lte 

it. llldeed, we o.re not aeeO:illg atllbillsation, •re~ atab1llt7 1.11 foreip 

exchange rates. !lor do we -It a etab1llt7 that ie fixed 1.11 uount or pet'­

petual 1.11 duration. The naede of foreign trade and ~ce are .. t al-

though exchange rates var,y it the fiuctuation is not too wide; and nen auch 

atabllicy need be sought o~ for that relative)¥ short period of time tor 

which t he 111488 of forward co-n taents in foreip trade are custoaoerU,y llllde. 

To attempt a eta bill ty 110re absolute 1.11 uount and 110re enduring 

in time would serve no uaet'lll present purpose. It would involve setting up 

some 8.)"stem, such aa the old gol.d 8tenda.rd, which we would bE.ve to be pre­

pared to defend to the last ditch and, by the 841118 tokan, endure to the last 

pain. This country baa bad enough of that sort of worship of' a 110netary 

fattish. 

()..vV"- I ) 

Regraded Unclassified 



R.v.Jr: 

Harri son: 

a.v.Jr: 

8 : 

a.M.Jr: 

H: 

H.M.Jr: 

8 : 

H. M.Jr : 

R: 

R.l(.J r: 

HI 

H.M.Jr: 

8 : 

H.JI.Jr: 

H: 

B. M.Jr: 

october 13, 1936. 
11:25 a.m. 

176 

George, I ' ve got mr group in here and the answer to 
any inquiry is this and I wish you' d pass this uong 
to Knoke because I bear he's worried about it too, see? 

Yes . 

Ah - I mean if a country can't quality, that is, on the 
old gold standard in the sense of - I mean that we were 
operating on up to September 25th, see? 

Yes . 

And - and we would - to satisfy ourselves if she was 
on that international gold bullion standard - that ' s 
what it was, wasn' t it? Why we would let gold flow 
as between countries and between points. 

Yes. 

But quite frankly we ' d just as leave let that go by, see? 

You'd quite frankly what? 

We don't want to advertise it . 

Well I tm not advertising it but I think that you - at 
your next Press Conference a lot of them are going to 
ask you that question because the papers refer to it -
the ticker straightened it out . 

Well the next Press Conference isn't until Thursday 
110rning and then we'll know more about it. 

Yes. 

And--

And as to ~inquiries - well that ' s the position that 
I•ve taken and the onl:r one that I've otrered 117self' -
which was a Jeff' Coolidge - I said I assumed that. 

Well you asSUIIed right. 

Yes . 

And the other question involving Knoke - •can banks 
bring gold in?• The answer is yes • see? 
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Yes, well I think that ' s clear. 

So I mean so that - if Rooke, in talk1ng to banks can 
clear that up it any ot them are worried about it why 
that would help us. 

Well I think it would help because it makes t or a 
more normal !low. 

Well the less contusion the better. But 1n the Tribune 
story they haTe that Tery clearly. 

Yes. 

Would you tell Knoke to clear it up? 

I will - right away. 

In talking to them? 

Yes. 

And 1f anything else comes up during the d.ay that 
i sn't clear, let me know because - -

Yes I will. 

Because there's nothing like giTing information and 
there' s no reason Why they shouldn' t haTe it --

There' s no reason that a constructiTe step should be 
attempted as adjusting a contus ing situation. 

Exactly. 

Yes. 

And I think that it they want to under stand it, they'll 
appreciate that this i s a constructive step1 

Yes. 

What? 

Yes. 

Because we•re under a terittic handicap three weeks 
before a campaign - I mean people can' t get the 
cuapaign out. ot their lllind. 

Yes. 
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And theT lust look for little chinks in our ar.or 
Which they'd be glad to oYerlook three weeks after 
the caapaign. 

Yea. Well that• 1 the reason I spoke to you about it 
because I was sure you didn•t want it to be contused. 

I appreciate your attitude. 

Yes. 
And if anything else comes up during the day gin me 
a ring, will you? 

111 right I rlll. 

Thank you. 

Good. 

178 
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I'COCitAL RKSIEftVE BANK 
01" NEW YORK 

CORRESPONDENCE 

coanDiftu.s. I1LII 
L. w. bolla 

o ... n Oo,ell!lt_lZ, 1811. 
SUBJECT, I!I.Pnt.LC»DIP'f!IQI_ 

ID'Jl JjH 01 DCII.AIO, 

Kr. Bol\oo oell.o4 •• •• lltll \odq, Bo •••• to laaow 
llbet her the n .. troa1AU'7 A-.ulaUcma ~4 bo pabl11hed '-ilb'· I 
replied that u far •.• I lalw, aODo were -t1111Plato4. Bol'- \bon 
railed a ouabor of hobllioal J01Dh 1D --"1• with t.bo aw ar­

nna•~nt. Ro referred k ., oablo of loa' s-..ul'dq do•' toe wUb 
the optlli.Dc ot apooial ao.-ta for lte11111aaUOD l'wl4 oparaUcma. 

Sollett.u it would bo ao.Otiba' d1ft1ouU for Ul• to ditmtcaclo 'h• 
1ntent.1oo, ho UuMI&b'' la oaao• wbero, •• he4 anual.l.T bapponed 1D 
the put, t.be)' wuo aooa.&J.aU.. dollar• f or apoc1t1o pllrpoaoa (\bo 

deal t or 1Dnaooo) •• \bo ._. Uao tha\ Ule)' wore oporo\1DI Oil 

of tho hD4. I np1aSao4 tha,, •• I 'fi..U,.. tho as.•uu•, 
would put tho dollora acq1airo4 for IGob apoo1al Jlllrpoao 1Dw hit 

rt(ular ••-t ODd 'boao pUJ'Obalod OD ~..U of t.bo hDd 1Dw t.ho 
apoc1al ••-•· I approc1a'o4 hia d1tf1cal'7 •• ell. Uaoa ' o 'all 
eucU7 wbiob ••• 'boucht for \bo OllO .a4 111h1ob for \bo ot.ber pllrpoao, 
but tha\ al.aoo oaob tnno4 \bo other, \hi.a ~d proa•t ao praaUoal 
probl•. Aa far aa •• .. ro -••med •• ....ald reqvon tho op•!Jic of 

epeo1al ••-•• for \bo -reijsons OBplaSao4 \o Ilia Oil laturdq. 

Bo aat ra1ao4 t.bo .,ontOD of olOU'llll bouao IIID41 1'VIU 

federal ha4a. Ia aooor4aooo with LODdOD IIU'ko\ ouo'- bo •• -.., 

Olll7 for ho _,, torwardJ t.bo doUora ho •••• are olO&I'Sa( 

twl4t, wte \lao roalt \bat -YOrdOD 111M aold oao oal7 Ul&o 
plaoo t.bo tolU.S., u, or t.breo •• after \lao cla .. of,..._.... I 

1 ....... "" la1a .... , it .. ,...,Mtll' ~ ......... ._..,, ttcz -

Regraded Unclassified 



FEDERAL. ACS .. RVII B AN K 

OF NIIW YORK 

. ~ ... ,,,..r: CORRESPONDENC E 

co1nllll!u.L FILII 

J., I. lltoke 

DAn_ActebeLU, llllo 

Suem:T·_IILJ"O'LI»DD'm• Jm 

BI.R-OW a•r •• I. 

- I-

a chan&• iD the new arrma•m• would be withou' pre~u41ee \o pan 

tranaaot1on1. 1'hat, he •aid, would nt• hia to perteouon. 

Be thc aued ae wha' we pliiDDed \o do with our aterliq 

balancu. I replied 'ha\ I woal4 prefer \ o lea·n thia tueiUOil opa 

tor t he time be1q, edd1DI tba' ft were t\al.lT &'IU'e tba' coDYarliOD ot 

tbia balance would Dot be ntoa&Uo but a adhr ot DIIOUaU•. -.!Ma 

replied, •I thilllc ;rou em put tba.' on Olle a14e DOW - thia tue.UOD ot 

.b fU &I ft Ue CODOented, )'OU Oell h&Ye 1014 for 1117 

I told h1a I oertailll)' appreo1ate4 their ••titude but, 

t or the Uae baioe, I tboueht we would prefer to OODI14er 

coctTe:rai.an to be aut.atio Olll)' • • nn ner11D1 or trmca or dollara, 

cue ai&ht be, were ao¢red, Bolton uked how I tboll&bt thia 

ter ot DIIOUaUon -14 aotuall)' work out. 1Joul.4 he hne to r1.11c 

up end ,.., he ba4 ao"Sii n 1U117 dollar• 11h1ch be had ac~atod ~er 

period end cCN14 he baYe 1ald, a4 would I tbc le' h1a lalow ldll"t 

cont1rae4 that tba' na -.r un4ar•••41Ac· 01d I ,billlc, he -uaued, 

later oa thia arrma•c• ldlh' be _..,414 a u•ue bU eo •• h 

• t be queaUon ot oODYen1.11c into cold opUOilal Dot oalT to~ n• ,.r-
••• but alao 011 ao.-la'ed ba1Uloeat I replied tba' uarallT I 

DOt IDIWOJ' tba' tueiUOD bu' tba\ 1n -.r opWon, U all dopiDd .. 

pracUoal .-poriiDOI u we _, alOIII• !bat, lilaltOD ~h,, ..:.1 
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P'COCA:AL RESERVE 8ANK 

OF NEW YOftK 

CORRESPONDENCE 

COUIAIII!LUoJ'Il.ll 

• L._!. llloke 

DATEhMbiiP 1111 1111. 

SuaJECT· !ILPHOJI OQJD!!t!JOI 

ma B.UX or npC!J • 

•r. Caricuel oalle4 •• •• 11111 to4q •• 1JUIU1re 11bethor 

I bad reco1Ye4 h11 oablo c1Y1Dc a onor ad aMlq *he' •• op• 1a 

bh DUe & D .. &OOIUD' I llld alM a D .. earaaft:e4 cold &OOIIUD' I. 

He aalte4 whether the anq••• na ill toroo fro. to4q •· I r ... 

plied \ha\ tho cabl .. \o 11b1ch he ntorre4 had ao\ roached here bQ 

i ha\ 1\ na 117 UD4on._dilla 'hi' the D" ple na 1D tone. Be 

ahtad .u• he hu toU;r boMA\ a U"lo OYer ta,ooo,ooo 11b1ch no 

would ftll\ cre41\e4 to tho Dft I aoooaa\J he ~d 11•• 'Q& t.aau.a ... 

tiona bT cable \o a..on thla .-o~~Dt 1Ja\o col4. I aaktld h1a *'' 
hia wiahea were with r11&1'Cl to h1a baluoe ud he roplle4 be ~4 

let a e lmow t-now. Be hid bo111h\ -e cold ~ the Belc1a 

I&Uonal .BUlk "aiD" 4oUara ~clq, \bua 'Qa1q pan of h1a balaaeo, 

and na bopetul *he\ he allh\ cn a U\Ue aoro cold '-II'I'OW· It 

he did no\ ••oHCl, he ~4 rOCIIItft *he' n ••••rt hero. I \eU 

him \hat we woul4 ~ua\ n1\ to hear troa h1a. 

I lllUinM tha' 1D h1a table ~· -nWic ho -*'­
that h1a 1014 priooo wore .. o\e4 'QI 1D aeoonaa11 with the a• ar­

rana••• L'\4 tha' h11 priiOI 1IINld alwqa bl Coo4 tor tho tqJ 

should he, t;:,...,er, al'or th•, tho Dft prioo ~4 no\ anl7 M 

buain .. a alr...,- --·•ell. 
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P.ARtiAL P.AJW>HIUSE OJ' T!:LNJWt RICIIVKD 

JROII; 491er1ou Jabaaay, P&Tia, J'ranoe 

DAtE: October 13, 1938, 11 a.m. 

RO.; i92 

ntl* 00CB:R4:1. 

This morning I returned from Basel where tba firet 
BIS aoeUngs aiuce the ibirieenth of July were held OD 

SUnday and llonda.y. The long routing agenda was dieposed 
ot by the directors. They also noted the recent aaendasnts 

ot statutes of J'r81l0h and L&iT1an central banke, ae well 
as the currency measures which were recently adopted by 

t ba Gc:rfernaents of :rrance, the Netherlands, LaiT1a, lhrit~:er­

land, Turkey, Italy, Greece and OzechoslCI'Iakta. 

The following resolution was paeeed by the directors; 
1 the Bo&rd of Directors of the 3Rnk for International 

Settlements, taking note of the recent goyernmental 11eaeuree 
and decl arations relatiYe t o the 111odifioatton of certain 
aolletary ayat_., aptn dran attention to the urgent 
neoeesity of securing general stability of the axobaJlcea•. 

the principal topio of 41.acuaa10D of the central bank­

ere who aet at Basel naturally was that of the ourrenoy 

ob&Daee wbioh the three-Power Agreeaent began. 

DD B&OTIOI 011. 

BUl.LI'ff, 
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parapbraH of 
Seo1oiOD two. •o. 993 of October lS, 19S8, 
Aaerioan Dlbaaar, Pari a • 

. U Baaal the seneral opillion waa held that while -~ 

nra• p-xrpo .. of the Three-Power plan had f uMcblen1oallf 

been •o help r.ranoe d..-lae, .uob wo~ld-wide iatereat 

bad beea shea to 'be agreem81l1o, and i t had been f oUowe4 

br euoh wide reperouaa1ona on other 110netary •r•t-, 

th&' the plan bad probablr acquired a e1gn1fioanoe 

grea•er than bad been pl • nne4 oristn&llr. 

Wi 'h regard to •be effeete whioh reoen• dnelop­

ceda b&Ye on the BI8 itaelt, depreciation of the Swi .. 

franc, uee4 br the bank aa Ua ott1oial 110netarr ulli,, 

oauaea oartatn teohAioal problema. The ourrenor 

dn&luation oauaed no i.-por•an• l oeeea or gatne for the 

Balik, B1noe U follewa the praottoe of ltetp1DS ~1te 

nenlr balance4 ita depoa1te and ita 1DYeat•nta in 

the currenor of anr one oountrr. The etateaent of the 

8BDk will b&Ye t o s how a oo.preeaion, ainoe the atat-nt 

h upreaee4 ill old sol4 a.rt•• franca. There 1e a aore 

aoute probl•, whether the Bank oan oont1nue to par, 

on the b&e1e of t.be ol4 en•• franc, _,uattYe 8 per­

cen• sol4 41Yideu4e. •ow it will 11.0 loacer be fe&eible 

to trr 1oo reetriot oper&tiODa of tbe Balik to ourreD01ee 

aeetilli requir••t• of sold or solcl ezohaDp atalldUda. 

'11~ 

I 
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WUb regard to ~ ... therla.Dde, PrellideAt Trip 

of the BIB aDd the ••therlaocl8 B&llk •• pb1lo~oal, 

eayi~~g that he Jla4 alway• bee11. oppoee4 to 4n&luat1oA 

l111.0e it •out oertaiA 1Atereete wou14 be eaorif1oe4, 

ud it •• likely to bit woret er.e ot ~c.e who oa 

le&et afford to loee by 1110h aotiOJ:I.. He e&id he J1.GW 

feele that oORdderable WIDerta.1aty baa been r-e4. 

He ou pl&D a aore def1Ja1te oouree of aeti011. thallo 

he could whu be W heng:tlli our h1a the threat of ~ 

•alu.at1oa. 

Pree14Pt Trip eaid that 1a ~• ••~erl&ll4e ~• 

atop ha4 beooae 1Ani table after Bwi tserlal:l4 follolre4 

1 4 

the le&4 of l'r&Doe. the Coll~A GoYeraaut •• etreugtheae4 

rather thaD weakue4 by ~. oirouut&lloee of the &11p-

amt. trip prefere hie eyet• of lettlllg the tloria f1a4 

the lnel beet for U; be -.14 that hie etab1ll•ttOR 

flmd bad ~~oot aote4 up to tbe pr .. o~~.t. tbe etabillsat1oa 

twld purohaee4 100,000,000 nortae tr• tlle ··~erl&Dde 

Balllt, but there bae been ao rn&luattoa of sold etoou, 

&114 tile GoYerAaBAt hae oORBequeAUy lad ao profit to 

epeDI1. 

trlp alH a14 that aaotller &4Yaa1;aCe of hie •r•i.• 
1e that lt &1Yee rht to ao rueh of sold 1Ato tbe •etllerl&D4e, 

euoh ae had tak• pl&ee 1a tile oaee of ~. Brieo aot1oa. 

It lo aot hie wtu that ~• ••~•rlu4a aoo •l•tee l&rp 

r88CYe• 
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reaWYee whiotl aipt be t&ltBil away YCJ eu4d81ll)'o 

!he ourr .. J aeaeve Will oer'-illly briDe prof1 1i to tu 

Dll1ioh llldiee, aooordl~~g to !rip. n 1e hie op1a1cm ~t 

~. ooat of lhillg ill the Jetherl&llde oan be lt~t clow1l 

.. 1iiataotoril7 lar&ely ~oagb ~eduo1iicm of tariffs aa4 

quo~, IUid *"' .... aubeidiee. 

To the laat aa.BRt Preaiden1i Baobwanw of ~e SW1ae 

laUOD&l. 8aDit 1nelehd 1iba1i Pranoe wOUld no1i be follwecl 

b7 SWUserlaD4. Be bad eo 1Dforaecl tbe goyernore of 

~e le1iherlallde 8aDit and ~e 8aDit of l'l'&DOe. Baot=saa 

-• BY1d-UJ aore aurprieecl 1iban aoat of hie felln 

ooun1iryam by 1ihe deo1a1cm of 1ihe Swiae Federal O-il, 

1ialtBR b)' a aeoret Yote of 5 w a aner he bad defend .. hie 

aaaetary polloy before thea. S.Userlan4 haa goUen 

baolt YBrf .t.por~t a1101Dl1ia of oap1~, and U 1a a 

probl• Already 1io fiad usee for tbh cepUal. U ie 

therefore tearecl that 11i _,. be hard w prBYent a rlee 

ill prioee in SwUserl&Dd. !here arose a pre-tul'e o­

trcwarey u to 1ohe uM to wbioh ClBYaluaUon profUa 

'

VonalJ 
aboul.d be put. !he £1wiaa Federal Rall•J• wero 4BB1roaa 

of a Bhaze in auch proftta in order 1io r~oe dbl1&a­

t1••· The d8'1&lu&1i1on •• a aouroo ol. 4811p1i for the 

hotel lteepera, aa u oaae juat before ~he eerly anowa 

in the aOWltatae and before the water toarht ••••• 

I 
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I waa aakecl by GoYsrDor Iorun how stea4r I thoaght 

our arrang•snt wou.ld keep the ourre110iea of Great Britain, 

J'ranos aDd. the UAi ted States. !he GoYer nor ezpree ... 

aurprhe thu the UAitecl States llacl snterecl i nto thie 

arrang•ent before the elections in I'"eaber. It •e-el 

to ac.e of •r fr1anda that ~srnor Ior-.n wae j\.lllt a 

little unhappr tbat treasuries rather than central banta 

a.rs responsible for the ourrsnor cbazliea just ll&d.e. 

!he opiAiaG waa expreesecl by Sir Otto nsaerc that 

the agreeaent •• a real &c!Y&Aos for all of us.•e waid 

he esrnsstlr hopee that the 81'1111 GoYer-snt wou.ld 8114ure0 
the queeUon•*Y'Mu of whether the Bl'UII GoYeruaant 

a1ght laat and inspire snougb. oontidenoe to .ate a auccsu 

of deYaluation wae a popular one at Basel. Iisasrer 

thought that the forsigD policies of Blaa had beeD 

aplsncl1cllr d~slopecl aDd carriecl out. !he Bank of ~laD4' 1 

11a1acm officer, Cobbold, who a 1 worled out w1 th the Bank 1AJ 
~ ~-of J'ranoe the details tor oooperaUaG ~ stab1li .. Uol9) tol4 

•• he thought the aeoh&Aioa of the acr••ent h&4 nOif beeD. 

perfected, ao 110 diffiolll. tr ahou.ld now arise. It eillpl)' 

reaatna, he 8&14, for rranoe to i.prOYe ller 1D.tsrnal 

affairs. 

Aa for the ItaliBAa, tuir own dsoieion ee• .. te 

be en'\oirelr pleadq to t~. 

I Ucle a call upea Heo.b.~, who ie the rsliclat 

caer.a 

Regraded Unclassified 



- 5-

o.raa off1olll' of ~Ike ~ f~ In~erD&~1oll&l. S.Ule­
-~e. l..ut at ~e pout when lle •e Yoluaher1ac to 
• Me pereaa&J. op1D1oD 1;bat 1a Y1ew of preeeat o1r-
8UDoee Oera~a7 ebould DOt pay u ou oeDt oa tile DUree 
&lid ToUJI& boada, lohullt -... 1a. U&e lUtlll' pra.pUy 
oorreoted Reellllll', &114 •14 that on ~· preeellt 'bae1e 
the elll'Y1oe would be oollU-4. Bobilollt tileD e~ee ... 
to M Me op1a1oa OD the tb.ree-poeer arruc••t; he 

18 7 

e&14 that DO etab111ty ba4 be• aoMwed ~ereby. Be pr•41o­
ted ( 1) that tile Br1Ueh wou14 allft ~e pOIUMl to llrop 
beloe •.ea, aDd. ( 3) that 1t wou14 prne -eeeary to 
dft'alue tile fr-o ea.e aore. Ae f~ BelpWI, he -e 1-
cUaed t o dOilbt whether that ooaatry oou14 for .,.., lcac 
hoW. 1 ~e preeeiR oarr-y rate. 

DD SKO!IOU HO !0 J'In, IROLUSIH. 

BOLLI!!. 
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Paraphraae of aeeUona ah: \o ien, i nc l uahe, of \elegru 

•o. 993 of October lll, 1938, fro. ~e .Aaer1can Dlba .. J, 

P&r1a. 

Scbaob.\ ael:ect whr the UnUect staha was iuiaUag oa 

denluaUon by Geraanr. I repl1e4 'h&\ I ha4 not b.ear4 

of &Df auggeaUon being -.de br Aaer1oan offi cials toward• 

i nfiuenclng Ger-.nr 1D ib.e al1gl:ahai 1D deiera1D1111( what 

i\ ab.ould do about 1ia curr&DCr. Sob.aob.i retorted .a&i 

\be .Aaer10&D pr .... W&l 1108\ p08i\iYe 1D ur&iDg \bat 

aer-r dnalue. 

Tb.en Sobaohi 1Daiaie4 thai b.ia problea woul4 DOt 

be ao1Ye4 by Reiob.aaarl: 48Yalu&i1on, ib&i ~e probl• 

of bal.anoe of pa:r-ta waa pr1aar1lr \he ODe w be 

&OlYed. He IUai b&Ye colonie•, be said, aA4 Geraan 

forei&n 4ebte ~a~e\ be reYhect. EYeD u Geraanr Olll.J 

bad. the ooloD1ee where 1\ could buy r .. aa\ar1ala dtb. 

Geraan ourrenor, \he debia could be taken care of, he 

aaid. Bob&ob.i wan\ecl ue \o mow ib&\ if Geraanr were 

g1Y8D coloa1ea, peace 1n :Darope would be auazuiaed, 

1D.olu41ng peace beiwean Ge~)' and \he U.s. s.R. .Uhr 

\b&i Geraanr wOQlcl be rea4y to 41aara •• far aa the 

o\her power• wouJ.d 41aara9 aA4 would be ra&47 to enter 

a LM&Ue of ••UODa which d1d DOt b&Ye the Treaty of 

l'araalllee ft~r 1 ta baeta. I aa14 ~t we ha4 110t toueb&4 

on other top1oa 1a the recent tr1ancular oonYaraat1oaa 

o~a -ew.rr •tier•, &D4 t)lai the thl1 ie4 Ita tea, t1artb.er­

aare, doea aoi .llaYe aar of the ooloalaa o.r-r ft~raerlr 

lla4. I aJ.• ...te •nt1oa of the faot 'hat we were w• 
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tryilag to 11•• indApudeuoo -.o "he Ph111ppiD.o IslaD.do -

he t hen oa1d ~t he .. uld 110" haTe th• if they wore 

giTOD to hiao 

I re-.rlte4 ~ Sohaoht that hio trip to the Balk~ 

ha4 aocordiq -.o -.ae preu boon for hia a big ouooooo, 

&Del w1 -.aou' foroe or ch&Jiie in froD.Uero had giTa Gera&D.y 

_,re trade. 'fhio trade he e:zplainecl B1111ply uowah4 -.o 

the Bal.taao li•iDC the Ger..no raw wteri&lo iD return 

for arao. Be told •• tha-. hio preoont trad1Qg oya-.oa 

could be oarrie4 on without chance in tho our racy, OTon 

th~, he aaid, he c ould aoily "aoYo it up or down• . 

llo1rner, he wanto~ t o llalte pros:reoo toward •••• "•• 

frear Uad1Jl&. 

Sohaoht e:zpreoood dioguot w1 th the BIB and hio 

oolle&81l•• in it. Be ~14 •• he wao tho ODJ.y goYorD.or 

of a central baDk now really entUlecl ~ a aoat oa tho 

Board of the BIB, bv.t th&' he c ould 110t OTiot all lt.lo 

coll•&&U••, oo thoy ought to take hi a off tho Boar II. 

lohaoht lliaoolf 414 not -tiCIIIl to •• hio uphepp1Dooo 

ooror 110t h&TiQi beoD. 111Yitecl to participate ia 0Qrl'Q01 

negoUationa, or not b&Tiq beoD 1nforae4 of tho uco­

t1at1ono. Be 414 howOTar tell othoro that thoro OQIIlt 

t o be l1qui4at1on of tho BIB if U, ao tho 1Dtorlll&ticllloll 

headqaartoro for outral banltora, ooun keep i tooU aM 

Uo a..-wo 1Afww4 nu there aro Ulldc .._,. lata-

Ill& UCIIIlal 
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naUonal DeaoUaUo~aa like ~hie. 8ohaoll~ t hua b1u.eierH 

about quite a bit. bu~ ~lle po18ib1li~y of deY&lv.&UOil 

... -.Yer defilli~ely excluded by b1a. 

Tile reao1uUoa paaMCl by ~be BIB wbiola I quo~H ia 

tba fire~ pan of tbia te1ecraa waa iatroduoad by Reuaob. 

&llo~bar Garau dirao~or. It waa in~roducad undoubhdly 
u 

d Bcbaob~'• illatruoUon, In Ua original fol'IV'.ad.e 

reference ~o ~lle BIB raaolut1on of July 11. 1933• wb1ola 

called for a retura t o ~be in~ernat10Dal. gol4 a~&lldud. 

and eo on. wb.iob reference waa dele~ed ill the aaeUJaC of 

the Direo~ora. It 1a the opillion of aoae of tlaa offioi&la 

of ~be BIB that tbia raaoluUon -y aaah~ Sobaoll~ ill 

aoY~ toward deYaluation notw1~batand!D8 the a~a~eaeDt 

ot Hitler and 8o.baobt'• oc a~ateaent • 

.Uaiat&Dh ~ Sohaolat ware quite reoept1Ye w &JlY 

11lforaation and &dYioe they could ge~ abou~ deYalua~ioD. 

ODe BIB e;q,er~ 1a clraW1JaC up a plan auggaeUJaC po .. 1b1e 

Gar-.za aeUoD - wbiob be 18 do1JaC 11tlolly 1'11 a p&riiOD&l 

8lld unofficial oapae1ty. !be ·~or1ty of aon-Ge~ 

o'bMrY .. a at Baael t hought that Garaaay laad •de a a1~ 

'-ka 1Jl &dop~~ the preaan~ atabborll allll or1U:~al 

a"1tu4a. &lth~ tbve ... oD&(ar po .. i'bly twe) DCD­

Gar-.a ebaerYar who ~b~t that BobaoM W DOW acquir" 

a batter barp.11l1JI& pod UoD than heretofore. It 1a 

~• op1a1oa of aoae o'bHnara ~ ~ Gar-y •111 aot de 
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an~h.illg &bOll~ the ourraDOy un~il i n January, when ~· 

nerl ammal. a~aUll aeeUng will be held. How"u 

alaoa~ PeryODe faala ~-~ H woul4 be bea~ for Oer.any 

~o a.o~ a~ onoa before ~. world geh rea4Ju.~e4 ~o ~lae 

191 

ne• c:u.rranoy relatiODahipe now beillg ea~abllahecl aDd while 

~here ia a riaa in prioaa. In o~her worcla, the rae~ of 

~he world would 110~ be ao auoh dia~urbecl oTer d"aluation 

by Oera&Ay no aa it woul4 be whan ~ay are all aattled 

dOW'D again. PUr~eraora, d"aluation baa a batter chaDoa 

of auocaaa while pricaa are riaing than when thay are 

going clown, or eTen when pricaa are stationary. 

the Belgian direc-tor, Galopin, whoea balllting in­

tereab iDYolTa about half of total Belgian banking, aaicl 

thAt 1i110a the h'enoh franc -• dPalued there baa bean 

conaidarabla repat1ration of Frenoh o-uc1a1 bel•-• 

whioh Belg1- had held. How"er he aaid there had bean 

praoUcally DO repa~riation of ganuina fiipt capital 

which had te.Jtan refuge in Belgi- whan it oaaa frca hanoa. 

lxaeUy the aaaa atateaat waa •d• by SWiaa b&Dkera 

with reapeot to h•oh c-ero1al. b&lancaa la&Ting 

91ritaarl&ll4 blat Rrancll ra:higH aonay 414 aot laaa. 

DoQbt -• tlaerafora e:.praaaed by a"aral obaUTUI of 

the BIB aa t o whatller France wwl4 gat back enougb capital 

to aata a auoaaa of the ~aluaUA. tlaa opilliCIIl waa 

hal4 by aTeryoae tha~ -Ia d~all4a4 upoa tile clagrH af 

ooati4anoa ~· G«araaent oou14 ia.apira tb.rov.gb cr>'araOIIiaa 
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in~erD&l 
/difficulties Of a poli~ioal an4 eooial na~e. 

There -• ra~her general agree•nt ~ba~ ~he Frenoh 

ba•e been ehor~eipte« ill penalhing hoarded gold, aD4 

in Qxing allep4 epeoula Uon pr ofUe. n 1e feU ~t 

should no p enalties .ba•e been t~~poee4 ~e rebrn flow 

of c apUal would .baYe been woh larger an4 there woul.d 

beYs been a auoh quicker l"rench pick-up. There was 

aeneral feeling , howner . th&~ aoe~ l"rench banking and 

buei neee in~eree~e were genuinely glad ~~ the f raoo 

bad been dnaluecl. They ha4 -de eo.e aODey ou~ of u, 
aDd now wOuld .baYe the deeire aDd poee1b111~Y ~o &%p&Dd 

their bustneee in a way ~a~ would oontribm~e ~o ~he 

oountry•e general eoona.io t.pra. .. en~. 

I ude reference herein ~o 8ohaoh~' s ~our of the 
Basel 

Wear las~; in ooDDeo~ion ~er .. ith, the following/e~ory 

•Y be of tnteree~ ~o you . .U ~e U• Dr· Sollaoht 

.. barked on hie ~our, Sir ouo lfi .. eyer ha4 a ~rip w 
~e near (last?) in behalf of Bri~ish tiii&Doial end ~rad­

illg tntere~te &ll pl&DDed. Then U was ~011ght iA&4Yieable 

t o ohooee Wi-yer ae the repreeeataU•e bee~ f1Ue4 

to otfeet ~e effeoto of ~e ~oar whtola Sobaolat aa4e . 

It -e oone14erM a wtae _.e on ~e part of the Br1Ueh, 

ooneoquently, that the J:1ng should llaYe 1UI4ertaten a 

.. rtee of viette in t.lle wear ••t, alad parUo~ly, ia 

fark87, attar 1 t 'bM&IIe aeoe .. uy to o&DOsl hls RiYle:ra 

'fiatt. !he •t•U of the J:iag, it 1e wacs.retMd, lias be• 

fou..-
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followed bJ •ery Ulponaat cmlero fer Br1 Ullla lluo1aooo, 

e~~peo1ally fer BrU1111a ollpeno to full:~. !lie Ital.taaa, 

I ll&•o boela 1iol4, were eo uao,ecl ewe Bobaoht'• klba 

•1e1t ~- they ba•• now c1•on Juco•la•1a a .. ~~~a .are 

fa•orulo o~o1al. n•tr ~ tho Jucoela•• oou.l.4 ba•• 
hoped for llllder o1ihor o1r-e1ianooo. 

JOY•ber I baa 'booa Ht ao 1iho date for tho Mat 

aeUag of tho D1roo1ior• of 1iho BIB at Baool. 

UD or vrea.&cu:. 
BULLift. 

Regraded Unclassified 
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Secretary of State, 

Waahtugton. 

:rr• Iuuaae 

Dah4 October 13, 1938 

Reo'4 1140 p.a. 

34, October 13, 5 p .a. 

Legatton1 c 32, Sept•ber 38, 5 p.a. an4 4e~toh &a, 

October 3D4. 

1 ' 4 

lltniehr of roretp Affaire tntor .. 4 •• tod.ay witll 

eaphaete that Lithuania will act (repeat not) deYaluate 

the litae eYea llhould Oeraany deYaluate the aark, a 00\Lr .. 

which he ea14 Oeraaay will probebly be obliged to take . 

Copy to Berlill. 

LAD. 

Regraded Unclassified 



October 13, 10:56 

I Just gave ordere (at ten alDutee to tour) not to let 
atorl1ng go below 4.80 toda3. I told thea to b~ up to 
100,000 pounde. I thol.l6ht 1t wae a a1etalte1 on the tlreL 
de¥ or the announoe .. nt, to let. ater11.116 go Delow 4.110 . 
llo one, either here or at the Federal JWe~e, had th0U611t 
or the publlo reaotlon toward lettln& eterlln& drop below 
4.110. Whether we convert. Into gold, I t.old thea that I 
would make that deo1e1on att er I tlnd out how auch we had 
bought. 
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I 

SECY MOt<GENTHAU ANNOUNCES NEW TYPE OF 

GOVERNMENT CONTROLLED GOLD STANDARD EFFECTIVE 

TODAY BY WHICH U S SUBJECT TO CHANGE ON 24 -HOURS NOT ICE WILL PERM I T FRANCE AND GREAT 

BRITA I N TO WITHDRAW GOLD FROM THIS CO UNTRY IN 

EX CHANGE FOR ANY DOLLAR BALANCES THEY HOLD OR 

~ MAY ACQUIRE IN PERFORMING THE IR PART OF TRI­-, 
PARTITE CURRENCY AGREEMENT- LIKEWISE U S MAY 

WITHDRAW GOLO FROM GREAT BRITAIN IN EXCHANGE 

FO~ POUNDS OR FROM FRANCE IN EXCHANGE FOR FRANCS 

-ARRANGEMENTS PROV I DES FIRST MEANS FOR EXODUS 

OF GO LD FROM THIS CO UNTRY THOUGH PR IVATE 

TRANSACT I ONS ARE BAR RED- SALES OF GOLD TO BE 

MA DE TEMPOt<ARILY AT LEAST AT 3 5 DLS AN OUNCE 

PLUS 1-4 OF I PC HANDLING CHARGE 

l c: ~ 

' "' 
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SfCRE!'ARI HULL DOll JONES - October 15, 1!&6. 

OC1 l 3 l9')i 

HYLL SAYS STABILIZATION WEANS IN~E 

IN WOKLO TRADE 

WASHN - SECY OF STATE HULL TOLD HIS 

PRESS CON~ERENCE TODAY THAT THE NEWEST STEP 

T OWARO MONETARY STABILIZATION WAS ONE PART 

OF THE UNITED STATES PROGRAM TO RESTORE 

WOHLO TRADE 

-0-
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MEV YOIK,--ST~CKS OPEKED $TIONC AMI ACTIVE UNDEl LEAD or 

STEEL AND RAIL SNARES TOlAY, SEVERAL ~ HJ~HS FOR THE YEAR OR LOICEi 

VINE ESTAILJSHED JN THE OPENl.C ILOCKS, 

10/ 13·-UOliA 

~DD STOCK MARKET, MEV YORK 

OPENliC ILOCKS lANCED TO 1,,000 SNARES AND VlTHlll A FEW MINUTES 

QUOTATIONS WERE AlllEVIATED AS TICKERS ATTEMPTED TO CATCH-UP WITH r.t 

~UfM.ATION or IUX•IQ 111\'IN' ORJEIS, MRUTS AUOAD VEIE 111M Alii 

THE COOP JUSlNESS STASTlCS OVEl TKE VUK•INI IICEaDilED rulTHER 
IULLISKNISS HtRt, 

UOKERS VERt lNCLliiD TO IEJ.IIYI TKE VEU•DQI A.-oUMCPWIT or A 
lli•PAlTlTE STAIILIZATION A'lEtH~T VOILI IAII ~ llliCT MAllET 

SICNlrlCANCE, ALTHOU'H IT lAS 'ENEIALLY CONSIIEIIJ A raVOIAILE 
IIEVELOPttDT. 

10/ U••llO!OA 
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oci ... 
) ;) . 

GOLO PACT 

LOCAL BANKERS WER E INCLINED TO MINIMIZE 

SIGNIFICANCE OF THE AN NOU NCEMENT OF RECIPROCAL 

AR RANGEMENT OF THt UNITED STATES WI TH GREAT 

BR ITAIN AND FRANCE FOR GOLD TRANSACT IONS THROUGH 

STABILIZATION FUNDS- IT WAS SAID THAT THE 

AGREEMENT SIMPLY PROVIDES FACILITY FOR STABILI­

ZATION FUNDS OF FRANCE AND GRE AT BRITAIN TO 

EARMARK GOLD IN THE U S ANQ THAT 

NO CHANGE RESULTS IN THE STATUS OF COMMERCIAL 

CUSTOMERS OR BANKS OPERATING IN F~EIGN ~XCHANGE 

BANKERS HERE ECHOED THE OPINIQN EXPRESSED 

IN LONDON THAT__!!!_E A~REEMENT j)OE.S .li.OT ESTABLJ S H 

A NEW TYPE OF GOLD STANDA~O- THE OPPORTUNITY 

TO SHIP GOLD TO COUNTRIES WHICH MAINTAINED FIXED 

~UY ING AND SELL ING RATES HAS BEEN NIL SINCE THE 

RECENT DEVALUAT I ON MOVE ABROAD AND TRADERS ARE 

ST I LL AT LIBERTY TO BUY GOLD ABROAD F OR SALE TO 

THt U S AN OPERATION WHICH IS POSSIBLE AS LONG 

AS A FREE MARKET FOR GOLD EXISTS IN LONDON 

-0-
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UHHC HJSS - Oc:.Cber 1~ , HI~Ci . 

N£V YORK,--TKI STAilLI2ATION ACREt~NT IITVIIN TKI U, S,, FRANC£ 
AHD GREAT IRITAIN SHOULD KAY£ A STIMULATING IFFICT ON V~iLD TIADI 
AS THE LACK Of SUCH AGRIIMINT HAS TtNDID TO RESTRICT INTIINATIONAL 
IUSIN£SS1 FOIIIGN EXCHANGE OFFICIALS SAID TODAY. 

THEY MINIMI2£D THE TREASURY FEILING THAT TH£ AGREEMENT WOULD It A 
•DIVORCEKE~T· OF THE SPECULATORS CONTROL OF THE FOREIGN EXCHANGE NAiltT, 
AS THEY CONTIND .THIR£ HAS liEN NO SUCH CONTROL, MOST OF SUCH •SPECu­
LATORS, • Tllt IANXI:RS SAID, Ali •sr~ALL FRY• AND ONLY A F£1 OF THIN Ali 
IN THE UNITED STATtS, 

THE IANKIRS FtlT THAT CHIEF IFFICT VOULD II IN ENDING VIDE FLUCTUAT-
roHS IN FOREIGN [XCHANGI, THUS AFFORD~NG AN EASIER FLOV OF GOLD TO 
THE VARIOUS COUNTRIES AND THIREIY STIMULATING TRADE. 

• 

LARGE FORUGN IAL•NCES NOV HELD IN Tlii UNITtD STATES AND INGLAND 
LIKELY VILL NOT II SERIOUSLY CHANCED, IANKERS IILIIVID, SINCE MANY 
AIROAD F&IL THAT AMERICAN IUSINISS WARRANTS TKI UNITED STATtS AS A . . 
SAFE DEPOSITOARY FOR FUNDS, FOR THIS lEASON, ALSO, THEY DO MOT 

' ANTICIPATE ANY TREMENDOUS REPATRIATION OF FliNCH FUNDS WHICH FLOWED 
HIRE PRIOR TO THE FliNCH DEVALUATION PIOGIAH. 
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L0~1lON DOl JOII'ES - October ll'i , ~ 9~6 . 201 

OCT1 3 19'li ~ ~ s-
GOLD EXCHANGE AGREE MENT 

LONDON- THE BRITISH TREASURY - OSFT-PEDALLEO­

TOD AY AN Y IMPLICATION THAT THE ANGLO-FRANCO­

AMERICAN GO LD EXCH AN GE AGREEMENT MEANT TYING 

T H~ POUND TO GOLD- F INANC I AL QUA RTERS REG ARDED 

THE AGREEMEN T AS ENCOURAGING TO MONETARY STAB I LI 
-TY 

THE OFF I CI AL AN NOUNCEMENT WAS MADE IN A 

TREASURY STATEMENT WO~DED TECHNI CALLY- IN 

OFFICI AL QUARTERS IT WAS EMPHAS IZED THAT THE 

POUND WA S -ST ILL FREE-

IN A SPEECH BEFORE THE LORD MAYOR- SBANO UET 

LAST NI GHT NEVILLE CHAMBERLAIN CHANCELLOR OF 

TH~ EXCHEQUER EMPHASIZED THE NEW AGREEMENT WAS 

-PURELY TECHNIC AL AND I NVOLVED NO CHANGE IN 

POLICY NOR DOES IT IN ANY WAY ALTER THE FACT 

THAT STERLING IS STILL A FREE CURRENCY-

-BY U P-

-o-
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UNl'l'fD PRESS - Octo!- r l~, 1976. 202 

IICNS17 

LONDON,•-TKE IIITI SK TIEASUIT •sort-PEDALLED• TODAl_AIY lKPLICA• 

TlON THAT TME ANGLG-FKANCG-AKlalCAN GOLD EXCHANGE AGREEMENT MEANT 

TYIN' THE I"'UND TO GOLI, FIIIAIICIAL QUAITEIS I"AIIED TU AOUIIIIIT 

AS ENCOURAGIN' TO MONETARY STAIILJTY, 

THE OFFICIAL ANNOUNCEKENT VAS MADE IN A TREASUKT STATtKENT VOIDEI 

SO TECHNICALLY THAT THE So-CALLED •MAN IN THE STREET• COULD MAKE LITTLE 

OF lT, IN OFFICIAL QUARTEIS IT VAS EMPKASIZEI THAT THE I"'UND VAS •STILl 

Fll[[ •• 

10/13--1930A 
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LONDON REACTION TO GOI D~EEMENT 

LONDON- SECRETARY OF TR EASURY MORGfNIHAU-S 

GOLD POLICY IS WELCOMED HERE AS A NECESS ARY 

COHOLLARY TO THE TRI-PARTITE CURRE NCY A~EEMENI-- -
IT IS POINTED OUT THAT IN ORDER TO WORK WI~ 

AGREEMENT IT IS TECHNICALLY NECESS ARY TO MAKE 

GOLD AVAILABLE FOR THE ULTIMAT E SETTLEMENT OF 

I NT ERN ATIONAL BALANCES- WHILE BROADLY SPEAKING 

THt METHOD ADO PTED IS THAT OF A GOLD STANDARD 

THERE IS A SIGNIFICANT DIFFERENCE BETWEEN THE 

NEW SYSTEM AND THE OLD GOLD STANDARD IN THAT 

PREVIOUSLY GOLD VALUES OF CURRENCIES WERE FIXED 

IM MUTABLY WHILE UNDEH THE NEW AR RANGEMENTS 

AMERICAN AND FRENCH CURRENCIES ARE ONLY TEMPOR 

-ARILY FIXED AND CAN BE VARIED AS THESE GOVERN­

MENTS DESIRE WHILE THE VALUE OF STERL ING IS 

EVEN LESS F IX ED AND WILL VARY DAILY ACCORDING TO 

CIRCUMSTANCES 

AMERICA FRANCE AND BRITAIN ARE THUS 

BACK ON AN ELASTIC GOLD STANDARD- IT IS CONSIDER 

- ED HERE TH•T THE DAYS OF PRIVATE GOLD 

ARBITRAGE ARE NUMBERED IN VIEW OF THE F ACT THAT 

THE EXCHANGE FUNDS ARE LIKELY TO BE THE BIGGEST 

OPERATORS IN THE LONDON OPEN GOLD MARKET- THE 

~RITISH EQUALIZATION FUND IS ESTIMATED TO HOLD 

TODAY BETWEEN 200 000 000 AND 220 000 000 

POUNDS STERLING OF GOLD AND HAS THEREFORE 

AMPLE RESOURCES TO START OPERAT IONS- THERE IS 

NO DOUBT THE BRITISH FUND WILL CONT IN UE TO BUY 

AND SELL GOLD AS NECESS ARY WHEN THE OCCASION 

OFFERS BUT IT WOULD NOT RES IST ANY PROLONGED 

PRESSURE UPON STERL ING SUFF I CIENT TO 

EXHAUST ITS GOLD HOLDING AND UNDER SUCH CIRCUM­

STANCES WOULD ALLOW STERL ING TO DEPRECIATE 
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DOll' J OJ;l$ - October lS, 1?:!6. 

ucr 1~ 
DOW JONES MORNING GOSSJP 

WALL STREET WAS LARGELY PLEASED WIT~ 

TH~ LATEST TRI-P~TE MOVE TOWARD STABILIZA-

TIDN 0~ WOHLD CURR~NCI ES THROUGH A NEW TYPE 

OF uOVERNMENT CONTROLLED GOLD ST AN DARD AGREE­

MENT ~ETWEEN THE THREE POWERS - THERE WAS A LESS 

FAVOH AB_L.E._A.T.LUUDE TOWARQ IHE CURBING 

OF INTERNATIONAL TRADING IN GOLD THE 

STREET REGARDING IT ~S ANOTHER MOVE TOWARD -CONTROL OF ~REE MARKETS - LONDON MARKETS WERE 

FIRM WITH RESTRICTED TRADING AND MOST 0~ 

TH~ CONTINENTAL MARKETS OVER OUR HOLIDAY 

REPOR TED HIGH~R PRICES- THERE AP PEARS TO BE 

LESS TENSION OVER THE NEUTRALITY EMBORGLIO 

TOWARD SPAIN BUT IT IS REALIZED THAT THIS 

PHASE OF INTERNATIONAL IRR ITATION HAS NOT YET 

PASSED 
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OCT 13 1:..~ 1/ Lt-3 

AD D STOCK MARKET GOSS IP 

WALL STREET RETURNS FROM ITS HOLIDAY IN 

-COUNTRY SAYS THAT NOT ONLY HI$ COUNTRY ----BUT THE WHOLE CONTINENT IS BULLISH --ON AMERICAN TRADE OUTLOOK AS WELL AS OUR SEC-- -
URIT I ES AND THAT IS PERHAPS THE MAIN REASON 

FOK TH~IR NOT SELLING MUCH STOCK ON THE 

DEVALUATION SITUATION 

MANY IN THE STREET BEL I EVE THAT TRADE 

IS COMING UP TO EARLY EXPECTAT IONS AND IN 

SOME DEPARTMENTS IS GOING AHEAD OF THE 

OPTIMIST I C PREDICTIONS MADE IN THE LATE SUMMER 

-AT THE SAME TIME STOCKS HAVE OFTEN ENOUGH 

GONE AHEAD OF THE MOST BULLISH FOKECASTS 

AND THE LINE OF DEMARCATION WHER E THE 

DISCOUNTING PROCESS HAS CAUGHT UP WITH TRADE 

EXPECTATIONS IS PRETTY NA.!ROW IN MANY INSTANCES 

SO THAT WARY TRADERS HAVE BEEN TAK I NG PROFITS 

IN CERTAIN ISSUES 

-n-
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PARIS DOf, JO~S - Oct ober lS , l 9S6. 

FRENCH REACTION TO GOLD STEP 

PARIS- REACTION IN PARIS FINANCI AL CIRCLES 

TO THE AMERICAN GO LD ACTION WAS GOOD ESPECIAL­

LY AS IT AFFORDS THE F IRST DEFINITE PROOF THAT 

THt I NTERNATIONAL MONETARY AGREEMENT I S MOR E 

THAN A SCREEN TO COVER FRENCH DEVALUATION 

IT IS INTERPRETED HERE ESS ENTIALLY AS A 

TRIANGULAR UNDERTAKING TO SELL AS WELL AS BUY 

GOLD AND ULTIMATELY WILL OPEN THE ROAD TO A 

RETURN OF METAL TO EUROPE OCT 13 1<l111 
NEVERTHELESS THE EXTREMELY TENTATIVE 

CHARACTER IS STRESS ED S INCE IT CAN BE DENOUN­

CED WITHIN 24 HOURS 

EXCHANGE TRADERS I N PARIS SUPP OSE THAT 

THE RATES AT WHICH LONDON AND PARIS WILL SELL 

GOLD TO ONE ANOTHER AND WITH NEW YORK WILL BE 

FIXED DA I LY AND THAT THE METAL WILL BE EAR MA RK­

EO AND NOT SH IPPED 

AN OUTSTANDING FINANCIAL ED ITOR DESCRIBES 

THE SITUATION LIKE AN ARMED PEACE OR ARNUSTICE 

BUT COMMENDS IT AS PRECLUOLNG A CURRENCY WAR­

ANOTHER EDITOR EXPECTS FURTHER TECHNl£AL 

AURE EMENTS AS EXPER IENCE TEACHES --0-
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PARIS DOr. JOKES - Oc~oher !~, 19~6 . 

FRE~CH REACTION TO GOLp STEP 

PARIS - REACTION IN PARIS FINANCIAL CIRCLES 

TO THE AMERICAN GOLD ACTION WAS GOOO ESPECIAL­

LY AS IT AFFORDS THE FIRST DEFIN ITE PROOF THAT 

TH~ INTERNATIONAL MONETARY AGREEMENT IS MORE 

THAN A SCREEN TO COVER FRENCH DEVALUATION 

IT IS INTERPRETED HERE ESSENTIALLY AS A 

TRIANGULAR UNDERTAKING TO SELL AS WELL AS BUY 

GOLD AND ULTIMATELY WILL OPEN THE ROAD TO A 
- OCT 1 3 l!nR RETURN OF METAL TO EUROPE 

NEVERTHELESS THE EXTREMELY TENTATIVE 

CHARACTER IS STRESSED SINCE IT CAN BE DENOUN­

CED WITHIN 24 HOURS 

EXCHANGE TRADERS IN PARIS SUPPOSE THAT 

THE RATES AT WHICH LONDON AND PAR IS WILL SELL 

GOLD TO ONE ANOTHER AND WITH NEW YORK WILL BE 

FIXED DA I LY AND THAT THE METAL WILL BE EARMARK­

ED AND NOT SH I PPED 

AN OUTSTANDING FINANC IAL EDITOR DESCRIBES 

THE SITUATION LIKE AN ARMED P~~~STICE 
~UT CO~MENDS IT AS PRECLUQ ! NG A CURRENCY WAR­

ANOTHER EDITOR EXPECTS FURT~R TEC~N~AL 

AGREEMENTS AS EXPERIENCE TEACHES . 
-n-
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PR IVATE US GOLD EXPORTS TO BELG IUM /,fi 
ST ILL LEG ALLY POSS IBLE 

WASHN - EXPORTS OF GOLD FROM THE U S 

TO BELGIUM BY BANKS OR PRIVATE INDIVIDUALS 

STILL LEGALLY POSS IBLE IF THE DOLLAR SHOULD 

FALL TO THE EXPORT POINT AGAINST THE BELGA 

TREASURY OFFICIALS SA ID 

WHETHER GOLD EXPORTS BY PR IVATE 

INTERESTS WOULD BE LICENSED UNDER SUCH 

CIRCUMSTANCES HOWEVER IS A QUESTION WHI CH 

THt TREASURY DECLINED TO ANSWER DEFINITELY 

ARE 

NOTH I NG IN SECY MORGENTHAU-S ANNOUNCEMENT 

YESTERDAY CHANGED THE OLD G9LD REG ULATIONS 

WH ICH PERM ITTED ALMOST AUTOMATIC PRIVATE EX­

PORTS OF GOLD T~A GOLD STANDARD COUNTRY IF 

AND WHEN THE DOLLAR REACHED THE EXPORT PO INT 

THE TREASURY ASSERTED - BUT WHETHER THESE REG­

ULATIONS WOULD CONTINUE UNCHANGED IN THE FACE 

OF AN ACTUAL S ITUATION IS PROBLEMAT ICAL - I N 

THE MEANTIME THE TREASU RY TH ROUGH I TS EXCHANGE -CONTROLS EVID ENTLY WILL ATTEMPT TO KEEP 

THE DOLL•R FROM FALLING TO THE EXPORT POINT 

- 0-
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DOll JOt:F.S - Octobu ll5 , 1::;116. 

VII I 1 u I::I.;IU 

( 
HOLLANDS ATTITUDE ON GOLD AGREEMENT 

AMSTERDAM - HOLLAND WILL FOR THE T IME 

BEING NOT ~OIN THE NEW GOLO ~GBEEMENT AS THE 

OB~ECT OF THE ACCORD IS TOO L IMI TED -

THEREFORE THERE WILL BE NO ALTERATION I N THE 

DUTCH GOLD DELIVERY POLICY 

- 0 -
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0011 JCI;!S - 0<: tober 1~ , l9~6 . 

oc'T \3 '~ 1;)_ 17 

ROME-UP- THE ITALIAN GOVER NMENT ro pR~T 

PRICE INCREASES AS A RES~LT OF THE LIRE-S OE­

VALUAT!ON OPENED MAB~ETS TO A LARGER VOLUME DE 

FO~EIGN GOODS TODAY 

THIS WAS OO NE IN TWO WAYS 

1- BY L~ERING CUSTOMS DUTIES 

2- BY L IBERALIZING IMPORT QUOTAS 

A LIST OF QUOTAS FOR THE LAST THREE MONTHS 

OF THE YEAR MADE PUBLI C IND ICATES THAT ITA LY IS 

WILL ING TO TA~E A LARGER VOLUME OE F OREI GN 

GOODS THAN FORMERLY 

209 

COMPARAT IVE QUOTAS FOR TH IS TRI -MESTER AS 

COMPARED WITH THE LAST FOR A FEW REPRESENTATIVE 

FOODSTUFFS ARE- POULTRY BOO 000 LIRE 750 000 

LI RE- EGGS B 000 000 LIRE 650 000 LI RE­

POTATOES I I 000 000 LIRE 650 000 LI RE- DRY COO­

FISH 20 000 000 LIRE 7 000 000 LI RE AND COFFEE 

73 500 000 L I RE 36 500 000 LI RE 

-0-
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DOW JOI;ES - October 1!, 19:.6. 

REUTERS BASLE D~TCH SAYS THE URGENT NEC 

-ESSITY OF ENSURING GE~ERAL STABILITY OF THE -
WO~LD CURRE NCIES WAS INSISTED UPON IN A RESOLU­

TION ADOPTED BY THE ADMINISTRATIVE COUNCIL OF 

THE BANK FOR INTERNATIONAL SETTLEMENTS AT A 

MEETING HELD IN BASLE ON MONDAY 

9t6l ~ 1l'.l0 
9 2G a.~ 

GOLD EXC HA NGE AGREEMENT 

JO~!O- REUTERS- OFFICIAL CIRCLES APPROVE 

THt LATEST DEVELOPMENT I~ THE tRI-PARTITE 

MONETARY AGREEMENT AND DECLARE J APAN HAS NO 

INT£NTION OF LOWERING YEN EXCHANGE BELOW ITS 

PRESENT QUOTATION 

-o-
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TREASURY DEPARTMENT 

INTCft OP'PtCC COMMUNICATION 

211 
m -

OA'TC 
0o t.ober l4·,1SI:58 

TO Secret&r7 Morgenthau 

"""' 
He~ Ollpbaat 

You will recall. that 1D Dece.ber, 19M and in !Iorch, 19115, 

;rou, wl.tb the approru of tbe Preeident, iesued Uceoaee to the 

Central Banb of Guat-a and llexico autborbl!lg t'- to acquire 

certain IIJOOunts or gold .fr011 the United States in order to build up 

their 110nat&r7 reaenea. Each t1Ju JOU lasued such llcenaes JOU 

obtained the approru of the President. 

In order to ake it possible tor the Depert.ent to iaiiUI! 

auch l icensee 1•edlotaly in such apacW ~sea, a letter dated 

!larch 25, 19115, waa sent b7 CoolJ.dae aa Act1Qi Seeret&r7 to the 

President aaki.n& for bl.ultet autbor1 t7 to sell gold to lllQ' foreign 

eovernaent or foreign central bank at the $S5 price whenever the 

Saeretar;r of the Trae8UJ7 d-ed such sale to be in the public 

interest. The President approYed web letter and it 1a aant to JOU 

to be kept with otbar docuaenta ot the aaae cbarscter. 

le ban not fOUIId aQ1tblne in tbe files to lndieata tbat the 

Fedare.l Reaern 8aDk ot lew York or the public bu been edrlsed of the 

autence ot such letter. 

-· 
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Operator: 

Knoke: 

B. loi . Jr: 

1{: 

B.M.Jr: 

1{: 

B. lt.Jr: 

1( : 

H. loi .Jr: 

K: 

H.loi.Jr: 

K: 

H. ll.Jr: 

Lochhead: 

K: 

L: 

K: 

L: 

K: 

L: 

!.lr. Knoke. 

Good morning, llr. Secretary. 

October 14, 1936 
9:48 a.m. 

21. 

aello , Yr. Knoke. Yr. Taylor and Lochhead are in 
here with me. Now what ' s your reeling on sterling 
this morning? 

Well, s o f ar as t o trend, there is no indication at 
all. 

Yes . 
At the present level, I would very ~cidedly suggest 
not stepping into it, but r ather see what - where 
sterling may settle down. 

Yes. 
VIe might - we could step in a nd make a little money 
but I don't see that to be the purpose of it. 

Vlell, as I understand from Lochhead, you nave an 
order to buy 20,000 po~,ds. 

No - no -

For October -
Chase told us that they bad to sell 25,000 at 
4 . 89-l/2, but as I also told Lochhead that is the 
Chase method of finding out what we are doing . 

Yes. Wait a minute. Archie will talk to you -
Just a minute - be says -

Hello, Knoke. 

Yes. 
Just as I came in here, ttley told me they had bad 
an offer of 200, 000 ounces of silver from London at 
the fixed , which we t old them to take for the Expor t -
Import Bank -

Well -
- and so, therefore, they'll be trying to cover the 
sterling on that. 

Oh, I see. 

•nd so that 1111~ give a test to see where the aarket 
reallY is. 
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!( : 

L: 

K: 

L: 

K: 

L: 

K: 

L: 

B.lt. Jr: 

K: 

B.ll.Jr: 

K: 

H.lt.Jr: 

!(: 

B.M.Jr: 

K: 

B.III.Jr: 

K: 

H.loi.Jr : 

K: 

B.M.Jr: 

K: 

215 

-2-

I see. 

But that ' s the order I meant . It•s for the account 
of the Export-Import Bank. 

Yes . 

And they 're holding - their account covers that -

Well, they're calling me on the other phone so that -

I see. They 1 re probably maybe calling you now to say 
what they done on it. 

Yes. 

O.K. 

Knoke? 

Yes. 
You say - what is this feeler you bad from the Chase? 

Well, he said be had 25 here to sell, 25,000 pounds, 
be said . 

Ob. 

At 4.89-l/2. 

Yes. 

And r a tber - be gave me the reeling that be 
Just wanted to find out what we were doing. 
said, •Wby we have no interest.' 

No interest? 

Yes . 

wanted -
I simply 

Y~s . Well , I - I don't want the thing to slip too 

much today . 
No, I - I fully appreciate tbat and there is nothin& 
to indicate a t the moment that it will, but I cer-

tai.nlY -
Well, it' s down a half a point. Balr a point. 

Yes- well, I aean- yea, that's right. Froa- down 
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II.J.I . Jr: 

K: 

11.!4. Jr: 

K: 

II.U.Jr: 

i : 

K: 

a.~.Jr: 

K: 

H.II.Jr: 

21 & 

-3-

froaa the closing, but you see we held it at what 
aaay have been a little higher level than it should 
have closed at. 

I see . 

So rar there• s none of the banks here have a.ny - any 
orders either way to amount to anything. 

But you don't see any r eason why we shouldn' t buy 
before twelve o 1 clock . 

On the contrary, we ought to. 

Good . 

~ut we should not- I think we shouldn' t buy when the 
thing just breaks even. 

Well, I•m going to call you again at ten after because 
I ' m going this morning for a little exercise, and I ' ll 
call you again in about fifteen minutes. 

"11 right, sir. 

Thank you. 

Five after ten this morning. 

9:50 - 9 :50. 
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PARTIAL P.tJW'mtABI OF TIUQIW( RIOIIVKD 

PROM: Aaer1C&D .. baaay, Par1a, Frallce 

DATI: October U, 1938, 4 p.a. 

IO.: 1001 

J'ROII OOCIIl.AI. 

217 

Pari~ excb&Dce aarke11 qu111e ao11i•e, ftano weak againa11 

a1l leading ourrenoiea ezoep11 derl1ng. Bank of Franca aaicl 

w laue acquired larie UIOUD11 of a11erl1Dg. Dollar• aoarca 

hera &D4 Balik of rranoe inoraaaecl i 11a price froa 31.43 11o 

31.46 and 11brae-81gb11ha. Dollara alao aaid 11o be avoDCly 

bid 1n LODdon d 4.8975. AUhOQ8b t.llera ware eoae profaa-

81onal aellara on 11he aarka11 yea11ard.Q' ..,aning due w 

Geraan no11a o.er Thores .., ... h, no uneaa1neaa o•er \b.1a 

-"er ..,id•11 11oday and Bolarea haa been a11rong wit.ll r8Jlha 

up and 1n11ernaUonale uk1Dg 1apor11an11 gatna. U 3:30 111118 

af11ernoon 11here -• ourren11 on \be exchani• aarke11 a repon 

allegecl 11o ha•e o011a ftoa Basel 11ha11 Schaoh11 had rea1pecl. 

A11 noon 11oc1a)' I had a 11elaphone oou.eraaUon w1t.ll 

11he BIS eoonoata11, Jaoobaaon, bu11 no11h1118 waa aenUOD.ed of 

auoh a p 0881b11Uy at 11ha11 Uae. Bow..,ar, he d.14 8&)' 

t.lla11 t.lle rea1den11 officer& of 1lhe BIS, and par111oularly 

s.chler, \he Ger~ aaa1a11u11 •naget, were quUe prOYoked 

whu \bey laarnecl yea11ard.Q' aorn1Dg 11ha11 11he 11hrea power• 

!lllll oon-11ecl a tllrt.ller &rr8Jii•an11 of 1a11uaa 1n11erea11 

to o•val 'b&Jikera - wh1oll had been done t.lle day afhr 

t.lle1r d1reo11ora 1 ae~UIIi and after 1111a dirao11Gre left for 

11he1r raapMU•a oap111ala. 

JaoobaaOD. wl4 •• 1111a11 Bqen -• oou14er1Jii 11!1a 
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propriet:r of oabliJig the fe4er&l that thh uw .,n 

h &OOd eo fu ae 1 t goee, but thd the BIB would lUte 

to eee further d•ulop .. nh alflll& tllie line. I -.4e 

218 

tlle eugeetiCIIl to .TaoobaeCIIl tbat for the preeut u llipt 

be preferable 110t to ea:r &JQ"thiag. 

I eent ~ .Taoobaeen an4 Be:ren oopiee of the State 

Depart•nt 1 e radio bulleUa aooouat of the preee oo-ut 

of the Beoretar:r of the treaeury on the gold arranc-at 

juet ooa-te4. 

U 1e the opinion of llawlp.rtaer that the Pu1e 

preee reoeption of the &rr&J~&-Dt hu been quite BOOcl• 

'l'he 1 t1rut:r-fcnar h0\11'1 feature - the 110et YUlaerable 

point - -e the ob~eot of eoae pol1Uo&l ellipiuc. Bowewer, 

J'reDOb to~Ghaioal wri tare gemliael:r appreciate that thie 

coutitutee a big atop forward. 

J're4eri o .J eDDJ, tor 1utano e, exp laiJied our rule e 

about releaaing gold oal:r to oentr&l ballke when gold export 

poillte reaohe4 &114 poiate4 out that iaataad of now forciaa 

gold arbi trap between the Ull1 ted Statu aJI4l reet of the 

( ..tuion) throacla the toe aarrow obnnel of the JlaU-1 

Bant of Belgi-, Jlaehington ohoee tho preeut plan. Jon.a:r 

ea:re Beorotar:r Korgeathau 'e declaration 

DD BEOTIOIB OR AID '1'10. 

BULLift . 
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L!riS 

Se:crEtary of State: , 

Washington. 

GRAY 

Paris 

DatEd OctobEr 14, 1936 

REc 1 d 6 p . m. 

1001, OctobEr 14, 4 P• m. (SBCTION THREE) 

brings to tbrEE pOftEr agrEEmEnt an indispEnsable: complE­

mEnt and bE considErs that thE AmErican decision impliEs 

219 

a rapprochEmEnt of the: English and AmErican points of 

vie:w in the: monEtary domain. Je:nny concludEs: "If' wr: arr: 

still far from re:al stabilization, the: modification of thE 

Ame:rican gold policy complEting thE tripartitE monEtary 

agre:e:me:nt stEms indEEd nonE thE lEss of a nature: to bring 

us closEr to this stabilization. That is why t hE impor­

tance: of it appEars to bE rEal". 

London prEss appEars unanimously favorable: to thE 

gold arrangEmEnt. FINANCIAL TIMES today oarrits follow­

ing hEadlinES 11 Gold and currency pact we:lcome:d. S!w.rp 

chEck on activitiEs of spe:culotors. ExchangE funds of' 

850 million pounds can opErate: mort thoroughly. llovE 

towards rEvival of' intErnational tradE" . 

LONDON TIMBS todAy oays undEr "City NotEs 11
: 

"ThE announcEmEnt that GrEat Britain, France: , and 

thE Onittd Statts hod agrEEd in conformity with tht1r 

r:xchongt 
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L!IS 2- Ho. 1001 , Oc tobtr 14, 4 p . m., SEc . 3, from Paris . 

txchongE stabili zation plans that thE EXchangE cont rol 

funds should bE ablE to convErt thE papEr currEnciEs tb£y 

bought into gold mo.d£ n good imprEssion in thE city. It 

madE n good imprEssion for sEVEral rtnsons; 1n thE first 

placE it showEd thnt Each country rEaliZEd thot thE only 

satisfactorY manEUVEring 

BULL!TT 

Sl!S:f PL 
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LMS 

Secretary of State , 

Woshinaton. 

GRAY 

Paris 

Doted OctobEr 14, 1936 

Rr:c'd 6:15 p . m. 

22: 

1001, OctobEr 14, 4 p, m. (SECTIOll FOun) 

for exchangE funds wa s gold ~~d not pnpcr currencies; 

secondly, t ha t each country wns in EOJ'ncst in ita duirE 

to proootc stabilization by a return to thE gold standard; 

and thirdly, that America by r elaxing her restrictions 

on the export of gold is not less ready than other coun ­

tries to cooperate in this vitally important matter, 

Convertibility, of course, will not extend to the private 

individuals until stabilization d e jure takEs place which 

will not occur in thE imncdiatE 1'uturc . But suggutions 

that speculators arc responsible for currency chaos orr: 

not wholly justifiEd, Businessmen who realizE that ccrt11in 

policies must lend to the depreciation of currEncy arc 

entitled to protect thEIIISclvcs against consequEntial heavy 

losses by purchnscs or gold if they can do so . They arc 

guilty of no offense othEr than of insuring themselvES 

against losa . They hove to rely upon thEir own judgment 

in thEse mat ters for it usually happEns that depreciation 

ot 
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XJ,!S 2- No . 1001, OctobEr 14 , 4 P• m,, SEc , 4 , !'rom Paria , 

of n currEncy tnkta placE nlmost in thE facE of rEpEntEd 

official dEnials . " 

FINAliCIAL NBIJS, fourtEEnth, btgnn its atory c.s fol-

lows: 

222 

"ThE nnnounotmtnt of thE thrE E powtr gold pact was 

w£11 rEcEivEd in thE city yEstErday, Gold Earmarking 

f acilitiES art rEgardEd as EssEntial for thE smooth work­

ing of intErnnt1onol ExchangE control. ConsidErablE 

BULL ITT 

SI~S·NPL 
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IJIS 

Secretary of State, 

"/ashington . 

223 

GRAY 

Paris 

Dated October 141 1936 

Rec ' d 6 : 29 p . m. 

1001, October 14, 4 p . r.t . (SECT! Oil FIVE) 

dissatisfaction was expressed at widespread misinterpreta­

tion of the agreement as an infonJnl stabili zation of 

storlint; . The new arrangement is designed merely to asoist 

technical cooperation between the monetary authorities and 

in no way indicates any limits "!thin "bich sterling Vlill 

be maintained . Foreign financial centers generall y warmly 

welcomed the new arrangements" . 

Press reports from the Netherlands indicate that 

Dutch are reserving for the present any decision on adher­

ing to this new system. The point is made that their 

stabilization fund already the facility for convert ing 

its foreign currency holdings into gold on the London 

market . 

German press now leso inclined to minimize the three 

power agreement and such papers as FRMUCFURTER Z~ITUNO 

revealing some apprehension lest Germany may have missed 

an opportunity . (END OP MESSAG~) 
BULLITT 

RGC : $!!.3 

• 
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Incomin~blegram 

Federal Reser ve Bank of Jew York 

New York 

London, October 14, 1936. 

No . 266/36 CONFIDENTIAL FOR KNOKE 

OK& With reference to your cable Nc . 237/36 and recent telephone 

conversations please open i n the name of the Bank of England 

1n your books a new dollar account G and gold deposi t account 

No . 3 . We shall use t he se accounts exclus ively f or t he purpose 

of clear ing any exchange control operations . 

"/2 ' • •t 

TWO We shall advise you daily of the London gold price at which price 

we shal l be prepar ed to buy from or sell to you gold to settle 

any control transactions in sterling you may undertake up to 

your cl ose of busi ness on that dey . Similarly we shall advise 

you of any dollar transactions as a result of which we ei ther 

earmark or release gold with you at your publi shed price . 

THREE As requested we have opened a new sterling account No. 3 in the 

books of the Bank of Englund in your name and a new gold deposit 

account B 

FOUR In accor dance with your No . 239/36 we have today sold to you 

20954 . 611 fine ounces gold at 14lsh. l ld . which we will set asi de 

on your babalt on cold account B and we have today debited your 

sterling account No. 3 with £148,690:8:7 

Chief Ca shier 
Bank of England 

Regraded Unclassified 
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0 

H.II .Jr: 

Operator: 

Knoke: 

H.IA . Jr : 

K: 

H.Y.Jr: 

K: 

H.U .Jr: 

K: 

R.N.Jr: 

K: 

R .M. Jr: 

K: 

H.M.Jr: 

K: 

H.N.Jr: 

K: 

R.lii.Jr: 

Hello? 

llr . Knoke. 

Yes, sir . 

Knoke, how are things now? 

Oct ober 14, 19)6. 
10:1) a.m. 

We are bidding in the ma rket 5/16t.hs . 

Fine. Well now, Knoke -

Yes. 

I want this market unless - I wont you to try to 
keep it a t 4.89-1/2. 

Yes. 

See? 

Yes. 

Now I don ' t want you to do it in a jump but I want 
you - I want it to be aggressive, and I don't want 
it to go - I want to close it up if it's possible 

at 4.89-1/2 . 

Yes. 

See? 

All r ight . 

Now, llr. Taylor and llr. Lochhead are both 1n the room, 
and Lochhead tells me that we could buy gold - buy 
s t erling up to 4.89-3/4 a.nd it would be all right. 

Yes. What - what Lochhead means at 4.89-3/4 co~t 
to us, we couldn't bid more than 4 . 8960 in the market 
though because of the - of the charges which we have -

4.89 what? Sixty - well, all I ' m saying is 4.8950. 

K: Yes. 

B.U.Jr: See? 

K: Yes . Yes, that leaves leeway t or us. 

• 
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B. U. Jr: 

K: 

K: 

B.~.Jr : 

K: 

B.!A.Jr: 

K: 

B.loi.Jr: 

K: 

H. t&.Jr : 

K: 

H.ll.Jr: 

- 2 -

What ' s that? 

There's enough leeway for us t here . 

Do you know aey reason why we shouldn't? 

No - no very valid reason. 

All right . All right. Now you go ahead a.nd keep 
in t ouch with Lochhebd1 and I •m - 11 m willins to 
go 1n and be aggressive and try to keep this thing 
at 4.89-l/2

1 
which means a drop of a half a cent. 

Yes. 

- today which is enough. 

Yes . 

See? 

Yes. All right. 

Please. 

Yes. All right, sir. 

Thank you. 
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"EDERAL RISUV£ SANK 

0 ,. NEW YOftK 

'??7 

CORRESPONDENCE 

COUI.DIBIJL nLII 

DATI: Oetob•• 14,~. 

SUIUECT, fiLPROI& CDBDU!IOI ID'a 

BMK OF •GLMt. 

I called Ill'. Bolton •• Ut4.1 toclq to tell b.1c \ha' •• 

.. ro opera'1Jic 1n \bia aarltot, buT1nc aterllq at ~.ee &/11 •• 

had plll'Obaaed ao tar a'b«lt £1001 000. !ha nppl.7 wu tumiahed, aa 

tar u I collld aalta out, bT tha Far &aat, by London, by tho cottoo 

trade and nook aohanca houaaa, tba l atter obYioualT 1.n OOIUl&nl• 

nth ~1nc ot our aoouritha. Bol\on •••ed to ba 1111ch 1nhroata4 

1n thole puroha .. a of eoour1Uaa. I told h111, tor hia own aara, \hat 

I oniaahd ~t 1n ac••• ot t&,ooo,ooo tor T••tordq, ab-t halt 

ot 11bJ.ch probabl7 tor Br1Uah ace0111lt. With recard to tho lathl' 

tipro, Bolton llllconed that a nbnanUa'l part ot that or1c1nata4 

1n Paria and Aaetorda but ••• conceatrated 1n London. 

I aalted What thair operation• bad boea toclq and ba replied, 

# 
.. 11, acopt that aa o roault of their IIUPP171nc the market nth 

rreach franca t or account of tho Freach llmd, 'hq bad lon abeln 

&1,0001 000 1n cold todq to tho Bank of Franco, lopotr1at1ea ot hill 

eapUa'l, ha aa14, had died do• anar 1'Wlll1nc into b1& ttproa 4111'1111 

roceat dqe. !he lwi11 laUona'l Bank had boea bllT1nc cold 1n tho 

Londoo aarkot tbroliCb -•reia'l banke at an eao-• clip, 10 1111oh 

ao, u a utter of tact, that tho Bank ot :~Deland weat &nor th•· 

!o4q tho aarkn ne a1 o roiiUl' 'IIDdor control and boiDC nppl1a4 

nth lw111 truoa (11bJ.oh I ••• it ••an• that tho 1W111 Bank DOW 

CODOeatl'atol 1\1 locsdGe buot.nua wiUl the Bank ot lqla4) • I ill­

.. 1 .... wbQ '-l\&1 ho o.U..ta4 Ulo oepi\&1 now •o ~wt•aorlu4 had 
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F2DIIAAL. RISE:RVC BANK 

0,. NCW YORK 

CORRESPONDENCE 

COIJ'IDiftUio J"'LLI 

--l.. L bolla 

DATE Od!t)U' lt. ltlle 

SUBJCCT:~· ~X. ~ 

~OJ' W'"ll. 

-I • 

r aaohecl u4 BoltOD -..•nect a total ot &U,ooo,ooo 1A ...U.UOD \e 

a dJiilu r Jd t..-aaturecl \o l'ruaa. I 1Aqu11'ecl 1lba\ tba lwlu 

•'Utu4a na na-a-na tba U'l'loal••t ~un o•platecl. Bel'• 
tboueh' 10 tar 'b• lw111 ba4 abo• DO 4al1n \o •••r 1Dto u u­

r aaa••t with tba BrU11h. Ba -ad up \ha _.,u .. u• wl'h 

t ha c~ant ' he\ tor \ha -•t tha Br1\11b ware loalq 1114 \o 

l'll:r7bo47• I alkecl Wbatbar ~t QPiat blaJ he rapl1a4, .. o,• 

ba wov.l4 l et •• lalow 11he 1t 414. 
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f'IIDCRAL RESERVE DANK 

Of' NEW YORK 

229 

cr=rr· r CORRESPONDENCE 

COIJID!ItiAL 11L18 
OAT~ October 18, 19!8. 

L. w. b oke 
SUBJECTo_ TILEM!OI! COIYUUTIOI 

mB BAH 01 DOL.UD. 

I called llr, Bolton at llale t oday, Tblnga were YelrJ' .Un 

1A z-doa. he aaid• IUildera rdher tim on aubahnttal buy1na of 

ateurit iea t or London aeoouut. 

I 119!'ltioned t~t I ~4 J:ast been lookin& o'ler reporta of 

the exchllllt position ot our b8111ts and foun d t hat t he whole attrl1ftc 

short poa1t1ou aa reported was onl;y a te• a1ll1on dollua, th1a 1D 

repl y to a queation he bad r used a couple ot 4&7a aao. I reterrild 

to the weekly order on &Old wbicb we ba4 aont1nutd t o r•e• and alk .. 

whet her tbwy wer e atUl 1Atereattd 1n ha.uaa it. Bolton waa YelrJ' -

phatio in atatina t~t t he order waa YllrJ' uaetul to h1a. Aa l'tl&rda 

their l)l'tle'lt COld lOlita, he stated that t hey WIJ't Sllall1 l)I"'bably 

about £15001 000 a claT, reprea•tilll capital coin& back to Prenae end 

Swttaerlend. '1'b1a waa of oourae YllrJ' aodtrate - pared to a few data 

aao wbeo the ao••ent had be• rather ala.JW.iA& at one Uae. fbe ttc­

ure of halt a aUllon po~mda allltloned aboYe az~d that ot 15 a1ll1on 

pounds aenUoaed durin& reo•t telephone conYeraaUona, Bolton n­

plalntd, repnaented the aold loat by the flmcJJ additional ..,..,.t, -.val 

1D ahe ..... tnDatened out of t he llquidatlab of boai'Ced cold. theM 

!icuru ot oourae were aothlDI but rouch au•••••· I ••Uoaect that the 

Swiu ~4 aent ua a uble rrtcJeno:iA& .-. lDttHn in opentlD& wUb u 

1D cold ucJ I 1Jl41eated the &~~htenn of OW' reP17. BolteD uaqalred 

Whe~er we ba4 hai alaUar l.Dquil'lea f~ others ucJ I unertcJ tha' 

oablta bed been HeeiYed ~ the Belfl••• the llal.lll'l•• ud the 

hscJea, •• ._, u wa _. .n•e eleu w u .. , tbtr bad 1a alacJ. 

11th "'-" .. •• ,. .. , w ...... , .. , tbe anua tiM hu -· 
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,.COI:ftAL R ESERVE BANK 

Of" N~V YORK 

E CORRESPONDENC E 

LC011PIIIl-1£1o J'Doll 
,. lo • .J. laNe 

o .. n On.llu..U. 1111. 

suaJEcTUILROII CIDin*'dlCII 11ft 

• .,. or ••••· 
• I • 

10n •t • au ••••• 111\aa \b• to-,._. ..U 1•1• rn. Ua• M 

tta• w\ \ben ... DO\Id.ai •• _. lift• .. 1\. 
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Operator : 

Knoke: 

H.M.Jr : 

K: 

B.M.Jr: 

K: 

H.V.Jr : 

K: 

B.M.Jr: 

K: 

a.v:.Jr: 

K: 

B.M.Jr: 

Jlr. lnoke. 

Yea, t~. Secretary. 

How are things going? 

We are bidding 7/16ths. 

Yes. 

October 14, 1~6 
3:35 p.a. 

At 3/8s we only got 25,000 pounds. 

Yes . 
bid of 

Since we put in th~7/16ths, we haven't bought 
any yet . 

Yes. Well, I ' d say that was very satisfactory, 
wouldn' t you? 

231 

Yes, I think the - I thin.k our buying this morninc 
at 5/l6ths seems to have token out of the market 
the excess supply. 

Yes . Well, I 'll call you a little later. 

All right, sir. 

We could get it up -- 3:50. 
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·. 

H.'l.Jr: 

Oper s tor : 

H. loi . Jr: 

Oper a tor : 

H. M. Jr: 

Hoga te : 

H.M. Jr: 

H: 

H. ld. Jr : 

H: 

H.M.Jr: 

H: 

a.u. Jr: 

H: 

B. loi .Jr: 

H: 

H.M. Jr : 

H: 

H. 'A .Jr: 

B: 

Hello? 

&lr. Bogate. 

Thank you. 

Go ahead . 

Hello? 

Hello, Mr . Secretary . 

How' s my fell ow publisher? 

October 14, 19)6 
3 : 50 p .m. 

(Laughs) He ' s quite an advertiser, don't you think? 

(Laughs) Say, listen, any time you want a good 
promotional idea , I'll give it to you free. 

Well , you know I•ve always heard that once a news­
paper man, always one, and I believe that after 
that swell idea you gave me. 

Say , nothing has happened in 4 years that has given 
me as good a belly laugh as that advertisement . 

(Laughs) I thought you' d get a g rea t kick out of 
that ad . 

God, I hope that Arthur Sulzberger never f i nds 
out that I made the suggestion . 

Be never did, and I hope that he doesn ' t raise hell 
that we used his editorial (laughs) . 

Yes . 

I may have to run to you for help (laughs) . 

I bought the Sun last night on the way home , and 
I saw it -

Oh, did you? Well , I - I - I -

I've been showing it to everybody who comes i nto =Y 
path, and Herbert Gaston, who ' s a good newspaper 
man, he sa id he thinks i t ' s the best story of the 
year . 

I - I think it ' s - it 1 s beautiful and the funny 
thing is I didn' t hear a word out of the Sun, and 
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H. loi . Jr : 

H· ' 

l:l . 'f .Jr: 

R: 

H. M. Jr : 

B: 

H. U.Jr: 

U: 

B.M.Jr : 

H: 

H.K . Jr : 

H: 

H. 11.Jr : 

H: 

H. loi . Jr: 

B: 

H.M. Jr: 

H: 

B. ll.Jr: 

8 : 

- 2 -
233 

I expected - I expected after it ran in one edition 
that I'd hear from 1!r . Stev1art about it (laughs) • 

1 

Well, as a matter of fact, 1t was very cleverly 
worded, and whoever .vrote the copy did a sNell Job. 

Well , that will please the gentleman, and with your 
permission I'll tell him that . One of our boys 
wrote it here, and I thought he did a good job . 

Well, I don ' t think - I think you better keep that 
to yourself. 

Well , I guess you ' re right. 

Have you had any comment on it? 

Yes, I 1ve had several people call me up and kid me 
about it . 

They kid you? 

Some of them got the full s i gnificance, too, because 
they knew what the Sun had done, see? 

I see. 

I think it caused a good dea l of - of comment. I 
must have had a dozen or so telephone calls about 
1t today . 

Good . 

I -

Well, I got a great kick out of it. 

Well, I knew you would . I di dn ' t - did you get 
my letter with the ad in it? 

It just cBllle in now and -

Oh, a i d itll 

- I've been wanting to call you and I was out thls 
morning, and then I got your letter, and -

Well, I didn ' t know whether that would get to you 
or not. 

Oh, yes - oh, yes . 

(laughs) . 
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H. LI . Jr : 

fl : 

Il . I.! .Jr: 

E! : 

H. r.t . J r: 

H: 

H. &l . Jr: 

B: 

H. loi . Jr: 

H: 

H. M.Jr: 

H: 

H. lt. Jr : 

fi : 

H. lA. Jr: 

H: 

H. :.I. Jr : 

H: 

lf.:.I .Jr : 

H: 

fi .!ll.Jr: 

H: 

- 3 -

Well -

I got a great kick out or it . It ' s -

Well, I - it ' s that k i nd of an ad which makes 
talk which ought to - which is a thing which you 
can' t do very often in a publishing business. 

Tha t ' s right . 

Yes . 

Well, it was one of those things, you know . 
Seriously or not, it was a darn good sugges tion 
you made to me, and on top or that, it was a 
darn good thing for you to ha ve it printed that 
way . 

Oh, a bsolutely . 

Yes . 

And - and particularly in the Sun. 

Yes. Well, I thought it did more good there than 
any place I could put it. 

Absolutel y ( laughs) . 

( l aughs). 

234 

Well, I hope you get - I hope you get a bout 10 full 
pages of adver t ising as a result of it . 

(Laughs) Well , I hope I do . 

All right. 

You may be i n terested in some - some Government bond 
advertising . I lhink we could sell those. 

(Laughs) . 

(Laughs). 

A ttaboy . 

(Laughs). 

(Laughs). 

All right - thank you so much for calling me. 

.. 
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H. :J . Jr : 

B: 

H. loi .Jr : 

H: 

g . 'I . Jr : 

a:: 
a . '4 .Jr: 

H: 

H. IL Jr : 

B: 

H. J.t . Jr : 

B: 

H.:.l . Jr : 

H: 

H. I.I . Jr : 

H: 

a . t.t.Jr : 

H: 

B.M. Jr : 

H: 

- 4 -

Goo<!~ye . 

How i s - how - how is the comment on gold all 
along the line? 

Everything is fine . 

I thought so . 

23:i 

I r ead all the papers this morning very carefully 
and bavi ng an awful hard job being snooty about it . 

Yes . The Tribune tried to be - tried to be . 

Yes . 'llell, t hey didn ' t do a very good job . 

No . They didn ' t do a very tborough job . 

Uo . 

And the Sun had to call Ur . Kimmerer to their 
assistance last night . 

Yes . 

You saw tha t probably . 

I saw tha t and I also sew their despatch from London 
which was r ather silly . 

Yes . 

And I should think t beir reeders after while would 
sort of lose confidenc~ in - in their news columns 
when they pr int tbet ki nd of stuff. 

Well , there ' s - t here ' s too much or that kind of 
stuff going on. 

Yes . But the other foreign c Ables , I thought, and 
I thought the Associ ated Press story was very good . 

It was - it was very f a i r . 

Yes , I - I haven' t got any ki ck, and the main 
thing is it' s a really constructive move, and i t ' s 
going to help Ameri ca . That' s the main t hi ng . 

I 1~n • t t hink there ' s the slightest doubt about 
that . 
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H. 'l.Jr: 

H: 

H. tA . Jt" : 

1! : 

H. :.I . Jt" : 

B: 

H.LI.Jr : 

H: 

B. !4 . Jr: 

H: 

B: 

H. ;J. Jr : 

B: 

B . :.I .Jr: 

H: 

H. II. Jr: 

H: 

H. li. Jr: 

H: 

236 
- 5 -

Yes . It ' s really - I ~ean, if t his wa s three weeks 
after election instead of three weeks before, every­
body would admit t hat it 1 s a move in the right di­
recti on. 

Everybody would have sai d 1t1 s a fine thing . 

Ri ghto . 

Say, some day aren' t you going to have to - a ren ' t 
you goi ng t o have to s ay s omething about wha t you •re 
doing in t ha t f und? 

Yes . I think we will when we ask for the extension. 

Yes . Well -

We got a good story . 

I - I got just one thing to suggest to you on that . 

Yes . 

I •d like awfully well to have a leak on that a day 
or so ahead - an hour or so ahead - a day or so 
ahead . 

I see . 

I don ' t mean definite but just the general i dea on 
the thing . 

Well , after electi on, I •ant to sit down and have 
a good heart-to-heart talk with you. 

All right . 

And t hen - then we can again talk a s - ah - ah -

(Laughs) 

- as a couple of Dut chess County farmers. 

\'/ell , we haven ' t -we haven' t had much separating 
in any way a t any time, I don ' t think . 

No, but I - I want very much to t alk to you 
about it . 

Al l right, fine . '1/ell, ~eybe we can do 1t in 
Dutchess County . 
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lL ILJr : 

8 : 

H. IJ .Jr: 

H: 

- 6 -

Righto . 

Thank you so much for calling. 

Goodbye. 

Goodbye, Mr. Secretary . 

237 
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H.M.Jr : 

It: 

H.M.Jr: 

1{: 

H.N.Jr: 

K: 

H.K.Jr: 

K: 

H.Y.Jr : 

K: 

a.M.Jr : 

!(: 

B.K.Jr: 

K: 

H. ti . J t": 

K: 

B.M.Jr : 

K: 

B. K. JPI 

K: 

You got about 100? 

October 14, 1936 
4:30 p. m. 

Yes, 95,v00 pounds so f at", and we might pick up 
a few odds. 

Well , 1 111 - I ' ll t ake another hundred. 

Yes, that ' s - that ' s -

I don' t want it to go- t he more I thought- I 
don't want it to go below 4 . 90 today . 

Yes, and well - .I thin.l< you can rest assured it 
won' t go there. 

And now I think we 'll convert . 

You think we ' ll convert? 

Yes. 

.. 11 right. 

238 

After all, that quarter of one per cent is ours , 
and if you figure it as the Bank of England f i gures 
it - Knoke says - Lochhead says it works out 4.90 . 

That ' s right. 

What? 

That' s - it works out 4.90 allowing tor interest, 
etc . 

Yes . 

So at 4 .90, we cold - we break even but here when 
we bid 4.90 in the market, we have t o add certain 
charges which are 15 points. 

Yes, but -

bo we really pay f or the sterling 4 .9015. 

But that's even when you don't pay any one quartet" 
hand11Di? 

Well - no, that will bring up - with a quarter 
per cent you are easily in clover. 
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H.!.I . Jr: 

K: 

H.M.Jr: 

K: 

B. l4.Jr: 

K: 

H.M.Jr: 

K: 

K: 

B. fi . Jr : 

K: 

B.loi.Jr: 

K: 

B.!f.Jr: 

K: 

H.N.Jr: 

K: 

B.LI.Jr: 

K: 

H.Jl. Jr: 

239 
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l!u, we got 10 points to the good . 

That• s right- yes, offhand, I don't know, but at 
least you are to the ~ood. 

What? 

l!ou are - you are to the good on that. 

lies, Archie says he has figured it. 

Oh, I see. 

He says about a point and a quarter to the good. 

Yes. 

So whatever we think - I th1nk we might as well 
start working 1t. After all, we figured it out 
that on $100,000, we lose what? (Pause dur1ng 
which B.M.Jr. speaks to some one in his office) 
He says $25 and $30 -

On what? 

On $100, 000 . 

We lose? 

Nell, I mean if you figured the quarter - if we 
paid the quarter - the 15 points. 

l! es. 

Tbe 15 points on $100,000 , a s he says is - is whet? 
About $25 or $JO. 

Yes - $JO. 

Well, now - and if the quarter - we're paying that 
to ourselves, so we make o little on it . 

That ' s right - that's $250. 

And if the English figure it, it looks like 4.90. 

Well, as far as - yes - as tar as the English are 
concerned we wouldn't give thelll the rate anyhow. 

llo. 
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.1(: 

l:I.II . Jr: 

!C : 

a .K . Jr: 

K: 

H. l>I .Jr: 

K: 

H.N.Jr: 

K: 

H.M.Jr : 

K: 

li.'i.Jr: 

K: 

li.M.Jr: 

K: 

H.M.Jr: 

K: 

H.M:. Jr: 

K: 

H.M.Jr: 

240 

- .3 -

We won' t give them the rate at which we buy . l'le 
simply tell them that we - that they are to receive 
so and so much sterling. 

Yes. Well , I t hink tha t wha tever we do - I'll wait 
here another 5 or 10 minutes and call you back. 

All rignt, sir . 

dave you a ny good r easons t o g ive why we shouldn' t 
convert? 

Well the - my - my one reason is this - that I think 
it would have looked a little - but I said to Loch­
head before - a little less hoggish if we - if we 
don ' t step 1n Just t he moment we can break even. 

Well -

Well , that's all right. 

I wouldn't use the word ' boggish' • I think that• s -

Well - (laughs) Mr. Secretary, that's why I said - I 
wouldn' t have said that t o you -

Oh. 

That's what I said -I said t o Lochhead before. 

No, I don't (laughs) . He says whet do you mean by 
t alking to him like tha t ? Well , no, I Just meant -
I don't see why it doesn ' t look ell right . 

Well, I've no s trong feeling of that . 

You have no strong feeling? 

I would - no - my - my suggestion before was t o - to 
let it drop an eighth below - t o 4.89-7/8 . 

No, I didn't want to do that . 

Well, that ' s all right. You have good reasons there . 

Now, it' s a public relations matter, -

Yes . 

- and on that my bunches have been pretty good up 
until now. 
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K: 

l!. ll.Jr: 

K: 

B. ILJr: 

K: 

H.M .Jr: 

K: 

B.lLJr: 

K: 

ll . li. Jr: 

- 4 -

All right, sir. 

I mean I - I mean don ' t want it to go below 4. 90 . 

Yes . 

So let's say we • l~ convert. 

Yes. 

And we ' ll - we 1 l~ blame Archie . 

(Laughs) All right. 

(Laughs) All right. 

All right, sir. 

All right. 

4:50 - 4:50 . 
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H.lf.Jr: 

Knoke: 

H.!l.Jr: 

K: 

H.M.Jr : 

K: 

B.M.Jr: 

K: 

H.l.t.Jr: 

K: 

B.M.Jr: 

K: 

B.M.Jr: 

K: 

H .~.Jr: 

K: 

B.M.Jr: 

K: 

B.!l. Jr: 

K: 

B.!LJr: 

Bow do we stand now? 

Oc tober 14; 1936 
4:35 p.m. 

We have a t otal of 573, 000 pounds -

Yes . 

- of which 55 we-re done at 7/l6ths, -

Yes . 

At which price the City and the Central Hanover 
are now bidding. 

1hey rre bidding a t what? 

7/16ths. 

7 - they're bidding? 

Yes, on- on our behalf. 

Yes . Well, I don ' t think we ' ll force it another 
sixteenth. 

Well, that's - that's - I was hoping you wouldn't. 

No - no . 

242 

All right; that ' s fine. Then I 1ll leave that in ­

Yes . 

- another 15 minutes -

Yes. 

- and I think we'll have the l!larket closi ng at 7/ 16t hs. 

All right; I'll talk to about five o' clock. Call l!le 
at five o'clock. 

I s hall call you - all right. 

Thank you. 
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H.lri.Jr: 

Knoke : 

H.Y.Jr: 

K: 

H.M.Jr: 

K: 

H. M. Jr: 

K: 

H. M.Jr: 

K: 

K: 

H.M.Jr : 

K: 

H.M.Jr : 

K: 

H. M.Jr: 

IC: 

H. M.Jr: 

K: 

H.M.Jr: 

Hello? Put Kr. Xncke on. 

Hello, Knoke? Hello? 

Hello? 

Hello, Xnoke? 

Yes, sir. 

Octohe.r 14, 1936 24-J 
4:57 p. m. 

Well, are you going to put them to bed? 

Yes , I hope so. We've done another 25 plus 20, 
another 451 000. 

Kald.ng bow much? 

668,000. 

Well, that ' s all right. At what- at what price is 
she bid? 

7/16tbs. 

Very nice . I ' m sat1sf1ed. 

668,000 pounds closing at 7/16ths. 

ll.l right, and then we'll give them the order to 
convert. 

Yes, we ' ll cable them tonight on that. 

And bow ar e you sleeping? 

How am I what? 

How are you s l eeping? 

(Laughs) Thank you - very well, not at the ott1ce 
but at home . 

(Laughs) I meant at hollfl . 

(Laughs) . 

I mean are you reeling all right? 

Ob, yes, I'm feeling very well. 
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S.M.Jr: All right. All richt. 

IC: 'l'hank 10U. s1.r. 

B.M.Jr: Goodnight,. 

IC: Goodnight. 

H.M.Jr: 5 o'clock - 5 o ' clock. 
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Knoke: 

H.II.Jr: 

K: 

H. M.Jr: 

K: 

H.II .Jr: 

K: 

H.!i.Jr: 

K: 

H.M.Jr: 

K: 

H. II.Jr: 

K: 

- for the Chase. 

Yes. 

October 14, 1936 
5:lv p.m. 

? ~5 

And we bad 60 , 0JJ pounds with the Central Hanover. 

Yes . 

That may be increased by 5 or 10 -­

Yes. 

- but I ' ll know in the next few minutes . Roughly, 
about 150 , 000 pounds . 

A~~ right. And t hen you'll get off the cable? 

A cable - I have it right before me here. 

Well, I'll let Archie go to his room and you can -
he can clear it with you. He'll be in there in a 
minute or two. 

All right, s i r. 

Thank you. 

Good night. 
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Mr. White , Mr. Taylor, 
accompanied by Mr. Livesey 
with the Secretary . 

October 14, 1036 
5 : 10 p. w • 

v / 
Ur. Lochhead, 14r. Ol1phant, 
of tho Ste.te Department, met 

216 

The Secretary said toUr. Livesey, "Here is t he propo­
sition. If you will read tAle i ncoming cable from the Swiee 
National Bank, sn d this i s the propOsed answer. Here is the 
point. The way I f eel, Livesey , 1t we send them that regular 
lt1nd of formal thing, I don ' t want to hurt their feelings 
and the question I have raised 1& should we ask the Swise 
Uinister, through your Department , to come 1n and say to him 
this matt er ie up and 1f the Treasury of Swit~erland wants 
to take it up with the Treasury of the United States , we will 
be very glad to talk with them. • 

Ur. Livesey inqUired, •Haven't t hey selected t oeir 
channel? It riJ83 be a matter of some delicacy over there. 
Woaldn't it be bet~er to go back through the same channelT" 
The Secretary answered, "Yes. But in every other case, we 
have had to seek a new channel ~o do t his thing. After a ll, 
1033 fel~ down, right along, because it was done thrOugh the 
Central Banke. This time it is done through the Treasuries 
and, in all the conversations , the President hae been very 
ins istent always to use t he word ' Treasury'. I was Just 
tninking. We have taken the lead~rehip in this t hing. You 
don't have to answer me tonight. And I was Juet thinking, 
wouldn ' t it be the nice thing if I s ent for the Swi ss Uinieter 
and said, • We are not doing this thing any more through the 
Centr al Banke until we come to an agreement. Now 1f your 
Treasury wants to do something, we wil l b e very glad to 
oommunicate through the Swiss Uinister here to the Treasury 
in Swit~erland but we don't want to have you feel that we 
don ' t want to do business with Swit~erland. 1 That's the way 
I feel tonight. But I am perfectlY willing to have you talk 
it over with anybody you want and let's try to clear it by 
noon tomorrow. • 

Ur. Livesey said, "Offhand, I would not see any in­
correctness i n doing that. Of course, I would not be able 
to find out the relation b etween ths Bank of Swit~srland 
and the Government of Swit~erland but I doubt that they have 
taken this ac~ion without instructions from their Government 
over there .• Lochhead remarked, "They operate in t he ex­
change market anyway. • 

wr. Oliphant said to the Secretary, "But if you see the 
Swiss Uinieter you might say that if that means one thing 
your response ~ould be one way. • The Secretary remarked, "llY 
inclination would be to do it but I want to get started right 
and I would Uke the advice of tlle State Department. • J.lr. , 
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L1vesey said, 1Well, I will be very glad t o th1nk it over 
and oonsalt among oar people who are rupposed to have a 
11ttle more t o do with the diplomatic types than we are.• 
The Secretary t hen asked Ur. Livesey , •would you try to 
get in touch with me sometime in the forenoon tomorrow?• 
And Ur. Livesey answered, 'By all means. • 

•supposing you t ake those t wo things ,• he said toUr. 
Livesey , 1 and give me some kind of an answer by tomorrow 
noon . In the ~eantime, we will do nothing, Another thing, 
I told the English that I wouldn't enter into another agree­
ment with another coantry without f i rst telling them, eo 
if I did anything I would tell the Britioh and the French -­
t hat's my anderstanding. I am getting very d1plomatio. I 
appreciate yoar coming over.• 

247 
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October 14, 1936 
4 :35 P . ll. 

Mri • Lochhead, llr. Ta,.vlor , Mr. 11"111 te, and lolr. 111plulnt 
met n the Secretary 's office. 

Ur. Lochhead said, •Here ' s a cable that oame 1n to the 
Federal Reserve Bank of New York from the Swiss National 
Bank and here is suggested reply . (Copies are attached. ) 

From: Bank Nationale Sutsee 
Berne, Swl.tr.erland 

To: Federal Reserve Bank 
or New York 

Date: October 14, 1936 

?48 

• Re f erring to declaration or llorgenthau concerning your 
new gpld transaction practices a re you prepared to b~ and 
sell gold from and to ue7 Are you further prepared to accept 
gol d sold to you by us earmarked your account at Bank of 
England instead of t o be sent New Yor k? Are you prepared 
to earmark tor us gold bought from you? Please cable con­
ditions you would apply to such transactions? 

(Signed) Bank Nationale Suisse• 

pratt or Suggested ReplY: 

1 !8 the inquiry conoerntng the purchase and sale of gold 
made on behalf of the Swiss Government or on behalf or the 
National Bank of Sw1tr.erland7 If the former, the Federal 
Reserve Bank would not be 1n position to discuss concrete and 
detai led procedures until general arrangements had been made 
between the Treasuries of the Sw1.ss Government and the United 
States Government.• 

The Secreta.ry said, "Do you mind 1.f I can get Herbert 
Feis over here? I have another idea on t he way to handle 
th18. I have another way of t hinking on it. • Oliphant said , 
"Do you want to know what's baokof t hat idea?" The Secre­
tary said, 'Yes, • Oliphant explained, "It ' s another inde­
pendent sovereign and t hey are entitled to t he dignity of 
its being discussed with t hem Just as you did with the rrenoh 
and British. In the seoond place, you t.ave had no official 
advice from there either that they subscri bed to the prlr.­
ciples of the statement or that t ney have an exchange fund 
or that they plan t o help, and t~e thought was -- of course, 
the :.:·ederal Reserve Bank can tell them thnt t heir Treasury 
ought to approach you directly but the Bank can say, We 
can 't profitably d1souss details with you until t he matter 
has been discus sed between the two Treaour1es.• 

Regraded Unclassified 



-2-
2~ 9 

H.U.Jr. said, "The point is, before I do ~h1ng I want 
to show it to Herbert Feie. We are referring to the Swiss 
Government and it gets into t he realm of the State Depart­
ment and I want him to see it.• Lochhead r emarked, "Exoept 
that in our draft we were careful to say ' Treasuries' instead 
ot ' Governments ' "· Oliph~t said, "I agree.• The Secretary 
then said, "It' s all right, but he ought to be seen on t b1e. 
Then h e may s ay - - does he want to send tor the Sw1se 
ll1n1ster, being friendly , and say we have th1& thing. We 
don ' t want t o seem rude or abrupt but 1t you wan~ to do 
this thing, we are very glad. 1 

Oliphant said , "That 1 s anoth er poseiblllty - ask the 
Swiss Minister what th1& means.• H.K.Jr. added, 1Atter all, 
my attitude 1s , we want them all to oome in.• Taylor's comment 
was , "One ot the reasons for doing it that way is that t hese 
boys are a little inclined to be sharpshooters - the Swiss 
National Bank. • 

The Secretary Bald, "But 1t you fellows have a good 
memory, t .he reason we got this agreement was because I went 
15'/> all the way . • Oliphant t h en expr essed h1s opinion as 
fol lows: 1 Follow1ng your line ot t hought, you could very well 
pr omptlY 1ntorm your partners that th1& inquiry has oome 1n.• 

At this point , t he Seoretary phoned t o Seoretary Hull '& 
off1oe to try to reaoh Dr. Fe1s. 

H. U.Jr. spoke to Mr. Gray and asked h1m to send somebody 
over at 5:00 o'clook. 

Addressing the groUP, the Secretary said, •we w1ll have 
t hem here a t 5:00 o'clock and I would like you fellows to 
oome back then. 
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October 14, 1936 

The following were 
at 4:45 this afternoon: 
and Ur. Prentiss. 

present in the Secretary's office 
Ur. Gaston, Ur. Upham, Ur. Ol1phant 

The Secretary asked Ur. Prentiss, 'What ' s happened 
in relation to our friend up i n Uew York?" iii'. Prentiee 
answered, 1 The only thing that hne happened is this : they 
have bean telephoning in -- the New York Poet telephoned 
me and wanted to know if there was anything to the story 
that t he Republicnn candidate for Governor i s in debt to 
the Receivership of the closed bank in Yonkers.• HU,Jr . 
asked Ur. Prentiss, 1 What did you tell them?• Prentiss 
replied, "I t old them the matter is confidential and I 
know n.othing about it. Then they telephoned and wanted 
to know i f a depositor in the closed bank could make a 
demand on the Receiver there for the information.• 

P.U,Jr. then asked Ur. Pr entiee, 1 \V.n.at's tne answer 
to that?• Ur . Prentiss r eplied, "Tnere ia no answer 
to that. The matter is all confidential and it ' s up 
to the Receiver. • Ur. Uorgenthau then inquired, "Could 
the Receiver do it if he wanted to?• L~. Prentiss' re­
ply wae, "I assume he could. I don ' t know of any l aw 
that would prevent.• Oliphant rem1rked, "It would in­
volve, in effect, his publishing a list of the account s 
receivable-- notes . • 

l.!r. Prentiss ' comment on Ur . Olipnant's remark was, 
1 Yee. They all appear in our quarterlY reports here. • 
The Secretary then said , "But that's not published, • and 
ur . Prentiss answered, 1 No.• 

To Mr. Prentiss the Secretary said, "Then I would 
say t hat somebody has put t he Post wise and it has noth­
ing to do with what we talked &bout.• Pr entiss agreed, 
saying, "Nothing whatsoever. But , of course, this cam­
paign is on and a lot of poople know a lot o! things in 
a town like Yonkers; also, of course, that activity 
with various real estate concerns.• 

Continuing n1s remarks to Ur. Prentiss, the Secre­
tary said 'But we understand eaon otner perfectly and 
that is that we are going to keep out of it . • ur. Pren­
tiss answered, "Those were exactlY my instructions the 
other day. I am making no statements whatsoever.• HU,Jr. 
said, "Fine! • 
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E:5: 

• • Tc October 14, l9S.S. 

To Secretary Moreentbau 

.. litO.. Mr. Taylor 

lle""'""'c!ulo on ConnreaUona with C!laine.n lcclu 
and V1oe Chat,., Ban8CIIIe. 

Cy O))bem baa giftn you in aome ~ttail tbe general trtn~ of tbe 
oonvereatlona tbomeelfta ao that I will confine myself to impreuione. 

l . The t iret or tbene 1mpraeeiona, an~ 8 vary atrong one, i e 
that the Federal Re .. rve Board wiehae to cooperate tully with t bt 
Trauury &Ad dttiree et.iler cooperation on our part. The t i cal rora 
or thia cooperation, ae well aa ita lild t a, can only be determined 
after the Tueeday luncbaou ucl the conterencee or the ezperta ban bad 
an opportlllll ty to clan lop turtbar. 

2. Tba !'adaral Raearva Board 1a baYing ll!inor clifrlcultiaa 1D 
establlahi na tba relationahlp to tba 4htrict banlca and whereu there 
1a no apecit io trouble, it will be 8 queetion or time before tbe new 
rel8t1onabipo baTe bed a chance to wo:i< out in praotioe. Tbio dlf­
fiaulty ie, ot oourae, particularl y preeoot in the relationablp or 
the Board t o the New Tort Federal ReeeMe Bank wbi ch tor ~y yaaro 
conaidtrad itoelt the Central Bank ror the UDited States. Boolte 
quoted certain pe.eaegee trom the Bankin& J.ot or 19~ and tl'Oa Seno tor 
Glasa• etatt=-nta in Comoittae to emphaaiza the intention ot Oongreea 
to make all tba cliotrict benlta auborclinota t o the Federal ReeeMa Board, 
particularly with respect to their roraisn operaUona. Be raooSDizaa 
clearly t he fact tbat the New Tort Padercl Reaer.e Bank acto u our 
rlacal agent but alao teals that it 1e cli!"tlault rcr tbe paraonnal or 
t be Bank to keep ita functions entirely oompart=-nted. 

The au&geation wbicb you made t hie morning aa to the scope ot 
the original cooperation 1a en tirely i n line .. u h the con•ereatlona .. 
had yeoterdar attornoo~.Which ware to the otfoct that t he beat wor to 
start •Uero would be to arrange a prallldnory meatin& bat .. on 
Golclenniear, C4u'dnar and wboe.,.r alae the Board wiobed to haY& praoon\ , 
and Baa&, 'Illite and O))haa. At 1.hlo Mating the llld ta or tbo ori£inol 
Yorlcln& ~nt could be detinad and , w1 t h the exception of tbe 
detailed oparetlona ot tba St4billutlon I'Uncl , wo aaw no reeoon """ 
tbe Pe4eral Ao .. rve Board should not haw ac .. u to all tbo lnfoJWOtion 
which ,.. had aYailable. I ment ioned particularly tbo charta obioh 
ll'b1 t o baa been working on tor the put year end 'YBrloua otbor general 
and sp ecific i nformat ion wbich could bo ot intereot to them. 
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On their part they wtahed the Treasury to be ca.pletely 

informed on al.l matters which would be helptul to the Treuury 1D 

p roper ly judging t he da.eat1c situation and the TTeaeury•e attitude 

toward changes in reserTe r.quiremenb, open marnt operation•, et 

cetera; in taot, mora or leaa the llot ot oubjecta which were dh­

ouaeed thi s morning . I ellq)haeiud at eTery opportun1 t y that the 

tora ot the oooperat1on wee no t nearly as illq)Ortant ao the spirit 

and that on our part we Wished to do nerything posaible to wort 

together on COIIIDOD probleJU. Eoolee and Ransome npresaed similar 

sentaenta and 1t was on this general plane that the ool!'l'ersatlon 

was held and concluded. 

In connection with t he eTints a t lunch, liiJ illq)reeeion ot 

Eccles• attitude was about as tollowa: Your question a bout the 

eneneion tor tbe Stabill uti on Pund oane to him more or lese a a 

a surprise and there wee a elll!ht contuston in biB llli nd between 

t be tmm. d1at e action necessary when Congress oonTeneo end t he 

working out ot a longer term program. In other words, tbore wu 

no i ntention or desire on his or Ransome ' • part to intertor. with 

t be tmm.d1ate progrwa but 1t would strengthen any pool t1on whiCh 

be or t be Board might be asked to take it be could tell ~e 

Coom1 ttee he not only tboll8bt 1 t wes essential to haTe ~~ 

Stabill~&tion 1und, but thllt the TTeaeury and the !'ederal Resern 

Board were cooper ating tull y, that the exiotenoe ot the Pund was 

Tery liii.ICb in the national intereat and that i t would be .,ch 

batter to extend the powers without reTision at thia tiDe pending 

turtber deTelopmenta i n the world as well aa in our 1ntarn&l 

situation . Putting it another way, I don't tbi.Dk ~at be - • 

doing any t rading but th&t his whole npproaoh was intended to 

amphasixe hie des ire tor closer cooperation. 

25~ 
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T~lor, Lochhead, ~hlte and Upham were present i n the 
sec.1•et.ary' s oft ice th1a morning and the secr etary told thu 
the following, which came up f or d1acuae1on at bie luncheon 
meeting yesterday with Eccles , Ransome, T~lor and U~ham. 

He said , 1 The Federal Reserve are prssaing us tor 
stati stics on etabiliJ&tion , After listening to Eccles 
and Rane011e yeeterda,y, I sense that they want to know just 
~hat I am doing with the Stabili~at.ion Fund. They did not 
actually a~ t hat. All they a sked for were at.at1ati oa . 
Would it be sate to say that we will give Goldenwei aer 
and Gardner the same st&tist1oe that we give Haae and White? 
I do not want to do anything until Ha.&a gets back. They 
cl aim they ha• e tour different tunotions on internal busi ­
ness: regulation of margtns and loans on securiti es; excess 
reserves ; discount r ates , and open market operati ons. The 
t hing to do is tor you fellows to list out what you want 
from them. Let them give us a list of what they want and 
we w1ll give them a list of what we want. 

'What they are cryi ng about 1e t hat we accumulate a lot 
of sterling and they want to know what poeeible effect it 
will have on exoese reserves. 

•It seems t o me that,ae a 1'1rat move, White ought to 
make up a l1et ot the information t.nat we want. I am not 
sure , but I might say that I will give t hem, every Konday, 
a statement as to what our bal ances are in sterling and 
franca. we might make a 11et ar what we want and of 
what Wn1te and Haas haY& been getting on at.ab1li~at1on 
with the suggestion that they get the aame. • 

• 
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October 14, 1936 
4:48 p.m. 

Swell . Mo - no - no. I ' m tor this a thousan4 per eent. 

Fine. Thanks. And on the Par East, I told Born­beck and -has he called you? 

llo . 

Well, be was a little bit shy about calling you. 
Well -

- And I told him to try it. 

25t> 

I' ll call him later. But this is a question or the 
Swiss Bank coming in through the Federal ReserYe, 
and I just don ' t know quite how to handle it, and 
I don't want to turn them down too coldly, and it ' s 
a question whether I shoul4 take it up through the 
Swiss Legation, and so forth, but don ' t you worry about it. 

Lindsay will be there at rive. 

What? 

Lindsay will be there at five . 

No, you go ahead, and it it's at night now, let us know about it. 

And the reason I ' ve been so 41ft1cult all day ie we ' re 
haVing our foreign serYiee examinations, -

Fine. 

- so I•ve been locked up in that exam1n1ng room all 
day long. 

It it ' s at night now, let me know - I may want to 
go to it some time. 

All right. 

O.K. 

Ooo4. 

Ooo4bye. 

So long. 
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UNIT£0 STATES TREASURY DEPARTMEt1f ') l!l-'O 
TIRPilZUFER « 

The Boaorable 
The Secre\ar)' ot the !reaft1'7 
l uh1Q&\on, D. c. 

BERLIN W . 35. GERMANY • 

October l~, 1936 

1r1 th reference to fiT leUer or October 12, 19}6, repl'<ilac 
e41 torlal ...-eah 1n Ge~ nnop&pero rollOWlJic the dnaluaUOD 
or t he .french true, I enclo .. herewith a ..,_arlsatlon or eipteu 
e4Uor1alo traa ftrlouo Gel'llal1 llftopapero. 

Thh cODC1ud.ee the renew or uwepapere which hu bee a.Ae b7 
thio office. It 11 belined that the aahrlal which hao boc o&t 
1n ra1r17 COYero a croo.-oactlon or O.raaa op1111on U the e41\or1alo 
waaar1se4 ..... taken rroa the 1oad1n& O.rau dailleo tor tho tn 
4&7• 011 .,4 aner Sept•ber 26th 1111 .. e4Uor1al _.,to wol'l 41• 
rec te4 to tbe 1Dtel'llatlooaal CNrrenc;r ainatlon. Slue about Octo• 
ber 5 th no particular laterad hao bean dhp1&7e4 b7 the Genae 
pnu on the deq,luatlon 'fll'IOtl011. 
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Reioba !4itlon, lotoniaa ShMt 

~ajor portion ot the article .. relT a ata\ement ot teet. s.71, howeYar , 

tbat the oisniticance ot the de.aluaticn or tba trano lies in the tact 

tbat it ,... the raau.l.t of conterance, aa abowa in the c_,. daolaratloa 

ot the tbrM counttiea, in Wbieb the u.s.A. an4 11agl.aD4 expreuad the hope 

tor the graateat poaaible atabilizaticn. It calli French moTI a atap 

which a&T bring about the "de facto• atabilization of t.portant countriea. 

Sept. 29, 1936 

Reiche E4i tlon 

Thia ia t he firat u .. in the dnalo~ent ot gana..U curraner cbaoa 

that at.plification baa baan ett~tod, Thera ie the poaaibilitT that 

a de facto otebilizatlon will be achlaTod among the tree ourrenciee 

which a:t la•el the nT to a olaana!ng of ourrancr-raletlou, but thll 

will aharpen the difference between the two typaa of countriaa, tboll 

with tree curranoiea and tboee wi t h control led ourrenciaa. World trade 

cannot be cured hT an eatabllat.ant of cunenci .. alone , but bT a re­

distribution of gold and thl aourcaa of raw lll!.tarlala, a aatiafactorr 

aolution ot tbe debt probl• - in abort, a clean.-up ot tba , .. aulh ot 

the Varaaillaa arot ... 

!Tan though tho new doTaluotion woo unaTOidabla, it maana a aarioue 

aggr&Totion ot the oituatioD tor tba dabtor counttiaa • 

.t. cba:;ae 1D t be Talue ot Geman currencr 1e ou t ot t he queatlon • . 

DeTaluation 1D three ot the rich eountriea moano a hi&YT load tor the 

Garman export aituatinn. Ralati•• inereaaa of prieaa ot Gar.an goode 

wOUld , in the importing countriae, moan a decrease in importa from 

Ga~, wberaaa the docraaoa in pricea of ~orta trcm tho•• countriea 

would I)Ot ccapauate, a a Gannanr baa w1 t b the .. countri .. a large 

export aurplue which ahe naada to pa.J' dabta and t o bur raw atariala. 

Dfrnll.uatlon baa -4• the atap baclc into world trade difficult tor 

Gam.&DT, but •Uhout the inclualon of GalWIJIJ' aD4 ~ 4ebtor countrl-, 

world trade will not be haalthJ'. 

It tbe d&Yaluetlon of the tranc h e prallain&rr to atarnotioul 

cooperation, tben lt h a etap 1z t he poa1t1Ta dlractlOD. 

Regraded Unclassified 



•Uorlal re Dr. ScbMb''• j44reaa \0 \ba CID\ral C-u .. of the 
BdcuMiolt. 

1 • • • • • peeral}T •J*IIIdiiC oae aq -., \ba' the 4eclaraUoa 
of thoe liltchaMiolt, which h the HI]>Oilstllh -OT tor Oer•IIIIT'• 
poltctu, haa ct•n notice of a diapooit10!\ ~o opeD atadedaeaa e•e 
at the coat of ~&Crttlcec that thoe l't'eD\1 &brcll4 are betq caretlal• 
1T followed AD4 thoet a......., h rea4T at all U•e• to cooperate ill 
oat1atacto17 ta,eruttoDal -cre•eab, OertiAIIIJ' ctou not reooptse 
IIIIT co.paletoa ta thoe ot.,.at&DC.. . fila cteclaraUoa clear}T 11141-
ca\ea \hat tt --' r.a!D tor OertlaD1 to ctactcie what aeua U wtll 
aae 1D ~r to auppon Ua •oat arc .. t aport reql&lr•aah. It 
foretp cOUD\rlu aehe 1lPOD 01lrr~DQT 41'1'al11.AUoa t o auht U..... 
oeh .. 1D their difftau.ltlu - ac1 \bat hu occurrec1 aear}T enrr­
whare 1D tu worlct - thlll wre}T DO objecUTI &Dei Ju•t ob11r'l'lr .,... 
take ofteue if OeJ'II&IlT ..U:a \o oou\erao\ \hoe et:fec\ ot 4epreo1..­
te4 eu.rreDCha 'llpOD her e~rh, \hrOQCh the Mlf-..0111\&llce 4aYice 
of \he catnral tactuatrlaa (the export l~).t 
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Sept. 29 , 11341 

ldiUon, Gr.eter BerllA, llol'llilla 

IDaJn4'a reapo11albUlty 1n tha cunecy arkat baa uorMae4 altb 

tha nn 'fiotory, aa V..Oa~ all continental ou:.'Te11ciu now depalllle11\ 

upon tba pciQIId. 

Article queatio11a whether rlaa in prtcaa •111 not UDDedietaly cancel 

all beafita to ba plAe4 trca dnaluatioa. 

DaY&luatioa t.poaa1bla f or a cOUDtry aitb atrict currancy control, 

l1tUa sold reaene, alld lack1q a MDaunr-tulld 111 fore1p exebaJll&. 

J'u.rtbar, ewe curr...ay of auob a coUJ1try baa 10111 a111oa bean illda­

pelldellt of tba .t.ualaM, d&Y&luailoll 1a cc:apletaly WliiM~ • 

....,.1ut any d8Yaluat1on of tbe MJ'II:, 

Sept . 2e, 1~& 

•curre11oy btanh between London, Perla alld Nn York" 

Report of the 11eaa a e auob. Merely aent1ona tbat 8111 de'faluatioa 

ia 48AS&rou• aJI4 tbat tba aucceaa of t ba 7ranch 82P8rtaa11t dapellda 

upo11 the SQ&r~~J~teea ahlcb tba two ~o-SaXDD cOUDtriae ba't'e 11'f8D 

to J'rll.lloe. 

Secolld l'fen1q :!cltioa , - date. 

Prot1 t tor J'ranca will be aaall. li:Q818.114 and .t.aerica baH only bOUIIII 

th .... l't'&a 'f&ry condit1011all7, aJI4 111 trade policy not at all, 7ranoa 

atanda alo11a amoq tbe t~ with a requaat tor pract1oal actio11 -

tbe Ot her two COWitriU Si'fe only tbaozoetical approY&l, The creeter 

portion of the oauaea f or tbla - •e au therefore be foUDd lA 111118r 

rrench poll t lca, 

Sept . 2f. 1931 

Sullday 141 ilea 

PAUL SCID7III oa lin Bllrd&~~a of lllternatiooal Poll Uoa. 

c~ u.s.A. balpad bria& about ooii4Uloll •blob foroe4 true ott 

( u\14~111& aet, _..tanaUiD& duUea, eto. ) 

?6 
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SuDdar 141~loa, CaaDerc1al Sact1oa. 

"Tha De'fal.ua U Oil Waft• 

Inaer bookltaeptnc trannctlollo '"- 4aclcllnc 110U•a ot tha 110ft. 

Tba 4iecuae1one wi tb Alllerica and Enclaod ba,.. hacl llO l.aponad eucc .. • 

which la to be aeen troa t be TOrf tbill tor.ulet1oa ot ~he three- power 

4aclarat1oa. Thh c!eclareUoll eolltelllo llO tre4a-pollt1cal suare.ntaea; 

but it eoulcl haft eolltalll..S -•what •ora than thue pe.Mlcularl7 

coodltloD&l. curre llor-polltlcal suarant .. a. 

Sept. 29, 18~6 

ETerr countrr will walcoa. the otat ... llt ot the three natloao, lt 1~ 

raallr h t he ba&11U11JI& or the eD4 or t ha currwnor -..r, bu~ .. ch 
cOUAtrr -•t be p14..S br ita own pollUoal , econOialo aD4 t1aanc1al 

coD4ltloDO when clac1cl1nc whether to follow the rr.ncb axa.ple or aot. 

Dloouaaloa of Ger.&n atall4 Oil the quaetlon - llaW plan, Germaar hal 

tha mark Ullclar control , ate. 

LIIPZIGKR !IIOKSTS NACI!RICI!TIIf Se pt. 2'7 , lOS& 

Ra .. .tn ot an.llto lMcllns up ~o lrellCh c!nalue~loa, Uocuaaloll ot 
probable raaulto (nrr Ta&U•l aD4 aht-at to the att..,t that a loe• 

Ger.anr'• pollcr baa proT..S auccaaat ul, it • 111 be con+.1nu..S. 

KOILR'ISCBK ZII'l'UliO 

Retch& JD41 ttoa 

•The Capl~tloll o~ the rr.no• 

The lataat atop 4oaa aot rot ..... eurrellcr peace, and la but a atep 
lD that cllraotloa • olllr an ~at batwaea the "Rich oountriaa•. 

Oalr t heir oooparaUoa •Uh and their UDcleratall4iDC ot the "Poor 

oouatrlaa• will br ill& abCilt or5ar. 

Tha claTaluat1oll or t he trano h a a l p of lh capt~Uoa, aner all 

lh ·~torte to •ia\ala tba 1014 ataodar5 . •uboQcll the aar•-• 
raopre-ta three quarter• of worlcl trec!e, 1t •eaa• aothillC to aco..-io 

peaoe or ourreao1 peace. 
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1lara.1JIC t o other oountr1 .. to &T014 all att-.ph to gala u unntap 

tr<a CNl'Hnoy MIIOu.,.n eowwte pbarha1o oc-toa trca tboee COQ.IItrlae 

wblcb e\ar\&4 and 10011 the raoa for tba loweet ourrea07. 

J'or 0.Z!r.&ll7 tba altuatloa h ••• laoreaeloal7 41rt1cuU. 

Sept , 29 0 111M 

•cau .. e aa4 Raaulb or tba J'r&Ao DenluwUoa• 

The kernel ot \be Ape••-' llae , not 111 tba 'ftC\1& prcai .. • abclat 

world etabUhaUoa ud a .. uuaa or relatione bet- coUDtrlae, 

but 111 the oap1Wlatloa ot the truo, rt.-..4 •• the rtcto!'7 or Lolll4oa 

aa4 lfaw Yozt:. Boll...S allll Sw1barlu4· tbereb7 lett 111 the lurob b7 

tbe leader ot tbe pl4 bloo. 

There ou be no talk ot world wtabllhatioll - 01117 the oppoelta e-.o 

111 Y1ew, 

26 ... 

'1'M •trade ud ourre1107 peace• Wbiob bee bean beld up to Y1n ( .. a 

rewlt ot the an acre-at) •- to be e -.tty ot the r lob 11wt1oaw, 

whoM purpoee •111 be to force upo11 all other 11atlo11e aot oll17 1te 

trade pol1clee, but !te pol1t1oal wlll. 

Curre1107 le ao loacer 11114epell4ellt or 1111&114 poll Uce but • tool the root. 

Jfo other lud 8J<O&pt 0.1'a117 bae wlthetoo4 tba lu.r .. or denluatloa. 

A4natace• &1114 41aa4Yut ... • or denluatlon are dlrtere11t 111 •ob 

OOUII\1'7, but Unll\acOe Olll7 tor a COUIIt!'J' wbiob baa 0 head etar\ 

aitber 111 ,,_ or 111 p.roportloa. 

Sept. 18, 18!8 

Woth1DC ou be eald at the -t. 01117 ts.- wlll ebotr whether 

worl4 tnde all4 trade ooii41Uou wUhlll l'ralloe will be .._rl\&4 

b7 tba ..,.. 

IWaJRCIIIl IUCBRICIIDII 
sapt. ae, 11111 

a-r,. ot dOY&l~ah wblob 1&4 •P to J'rallal -· aa4 lllllleaUoa 

that tbla ..,. le the 01117 poeatbla - wb1ob J'rallea ooult ba.,. taka. 

Regraded Unclassified 



Writer apeau1atee aa to probable reaulta of dualuatioll, and doubt. 

whether it wUl ba .. &117 ultla&te b ... et1t . 

Berlin 11ot aurprlatd b7 110ft , and c.._..,, beoau .. it baa ita 

currenc7 UDder control , ce.n ~1 .. all tutun de?elopmenta ~u1atlJ. 

l'n.DIEJiiST 

263 

Th1a ie the t1ret clac1a1ft etap o f the Blua regiM. Loncl r•era of 

deflationerr polic7 had bad no poattift reeulta , while ita d1ead?antasea 

were nry •~1dent. Credit abrank, '""PloYID••t tell, alltl! with it 

cona\lllll)tion and product1o11. 

The atate felt tbia atrongeat, for altbouah auffering from chronic 

deficit, had to gift f inancial help aa concl1t1ona be~ more critical. 

The Blum cabinet meant a change in econCI>ic and currea.c7 pol1c1ea, 

SUpported h7 workere, abo were boat1le to cletlat1on, tbe d1rect1oa it 

would take wu clear: riY1 't'Dl of crecl1 t ud trade b7 enci1J11 the 

deflatio~~&ry pollc7. U we .. u-artclut tbat t hla u1Mt1on woul4 

bring with i t a r1ae 1a pr1cea. When tha currenc7 waa threatened b7 

the pol1c7 of falling pric .. , it waa clear tbat it could 110t be bel4 

during cont1uuecl price increaaea. Two wa7a were open: 

(1) that of autOIII&tic price adj\letment through dtftluat1CIIl, 

like Bnglancl and the U.s. A., and 

(2) tbat wb1ob Germa117 bad te.ke11 ao wcceaatull7, b7 .,.ana 

of a well-functioning a7at• of toreip e xchange ..... g-nt, 1a 

collllect1on with the "!!ew Plu• to mainte.ill tbe currenc7. 

The Blua cabinet did neither the one nor the other, hoping that 011• 

de7 New Yorlc and Lolltl!oa would be read7 to Mlce • curraDoY pact , aD4 ill 

t he -..u ... coul4 not put through ita &11111 within tbe coUDtry, aa un:• 

iet workere had the aituatton 111 control, brin&iDC a bout waga illcrea .. a 

h7 atrikea, ate., and a correaponding incr .. ea in prtcaa, Tbte ra1ae in 

pricea, together wi th political uacertatat7, coDotantl7 threatened the 

franc. One of the two waya waa necuaa,ry, 

.U though the Blu.- oab1Det baa finall7 foueht throu&h to thia atep , it 

baa prntoual:r d.arecl no clecta1oD 111 ell other ttalcJa, and leta tbinga 

CO· Jlo clanger ia threatened the franc trcoo outaicJa, i , e. froa !lngland 

and U.S.A. l!Yen if the •acre-nt• ia not b1Dci1D&o LoD4on aDd R .. Yol1< 

will gin eftry aiel to tba franc bat or• long, ao ih cJanluatioD 1a 

Yiawed u a neceuary praliaiOUT to the r.conatro.cUoa or nomal 

currenc7 relation• i.a the worlcJ. 
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It ia aleo to be quutioaed 1t French so.,..n.a;>t wUl apia &<•t coa­

trol or workara an4 it it Cllll pra•ant the wa•a ot price illoreaaaa 

reaultillg trom turthar boUlldlue d.-nda ot t he worbra rro.. braeldnc 

onr ita head. 

RFJ.CTION ON CIJRR!NC'l POLICISS 07 OTfi!R COON'I'IIIIS -

Cold Block: 
Hardeat hit , aa France wae ita ch ief a upport. ~eatiOD ot 

tourtat trade wi11 be a l a rge rector in t ba etend or Switzerl and . 

Beldua. Scandin.ana, etc.: 

Tboae which baTe alread;r de•alued wi11 not be unta'l'orabl:r 

illtluenced , ae th1a atep baa lonc bean expected. 

Garmany and Other Oountriaa with Strict Foreign ! %Change Control: 

BaTe no cauea to be ner.oua, ae t hey h&Ye their curranciaa well ill 

hand a nd can quietly await turther davalopaente. 

Bell<aJ>e: 

26 4 

Will give little reetetance t o French ettort to parauada adjua~ent, 

ae eyat ... or toreip 8%ChalJ6• control not nry good. 

Oountriea OUtaida Europe: 

Ifill hardl;r be touched , a a they are more or la .. dominantly 

intluenced hy the dollar. 

United Stataa ot SoYiet Socialiat Republica: 

Since laat February the Rubel waa aatabliabed on the baaia or the 

tranc, althoup ih Yalue at that ii• wa~ coneadad to be higlt 1 thoueht 

poaaible that SoTiata knew ot Coming deY&lUatiOD &Dd thereby could 

daYaluah rlthout admittillg weakllua or currenc;r. Sillca all ot 

Rueai&'a export ie paid ill toreilft 8%Cbanga, the deYaluatiOD of 

the Rubel will ha•e little ettect on world trade, 

Sept. 26 1 1836 

~- baa aot kept faith aDd the rich ••t pa;r. But thia atap ct.IDe too 

late ~ tbe rich do not pa;r. Tile oDlr oau bit are the - .11 people. 

'!he ... on the etreat taele in thie atep a betra.l&l. 

french capital baa extraordinary powera or tlight in t~· or uncartaint;r, 

•• the French, through their azr,erinc .. in recent :rear• are toe euapieioue 

ill -ttna Ot IIOD87• The queatiOD of COJltidenoa 1a "'IU'l iaportaat ill 

d,.,.lua\ioD alld thia quution 1a DO'I' placed before the Bllllll goYa~Dt. 

The Blua goYeramant bopaa to quiet auapicion b;r IUlDOUDCillg that a 

• curreao:r aatanta• baa been to....ad with lnglall4 ...S AMri•. But both 

or thaae oountriaa ha•• ruer.ed weya out by declaring the •sr•••at 

not biD4iDC• Til• oDl:r thing raeobed by the FrancO 'nglo-.&aario.., 
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2 
.... 
Ov 

dhouuiou 1a a' ..,., 'bat azobaac-a 1A LoMon aJid Wu~oa will DO' 
UDdartalca 'oo-•Ud IIII.Aeunra apillat the h"uc, 

Di tt1oult1aa in lr&Dca r..&iD now a o before, and tbe queation ia ona 

of political oonttdenoa, The att1111p' to pt an inland l oan tailed, 'l'ba 

•'tempt with tba raiaina o f t he diacount rata alao failed, Wagaa haYa 

bean ra i aed , but atebilization of pricea baa fail ed , 

'l'ba J'uabrar aa14 that only an i noraaaa in production aJid not oapUal-

1at1o • neuyera could brtna an illproY-nt 1A tha atudard ot 11T1JIC, 

'l'ha lranob goTaraaant so•• other waya and tba -ll .a mat bear t he 

reault, 'l'lla only q)laetion loa aalca ie whether tba danllaatioa will 

brina hia IIUilr lll&l1cah for hU product.. J're.noa 1a t he t ourtb-larpat 

exporter 111 'ba world, but tha world -.rkat 1a not to ba conquered 

with a t wiet ot the h&ll4, aa it baa baa11 COI!IP11Cated by reci procal trade 

and nrioua mode a or pa,.,.ant. 

It euc• r aaulta ara expected in Prance, the inland .uat remain quiet -

no atrikaa, occupa tion or taotoriaa, etc , I t alao dependa on whether 

the caaDUDi eta r ... 111 quiet or whatha r t hey acltata, 

The currency entente ia not tanaibla, 

bread, ud meat, rant., ate. are, and 

bouu hold . 

but pay anYalopaa, tba price ot 

are thetb1aga that hl' 'ha -11 

VOJ:LICISCKBR llBOBAOHTIR, Berlin Bdi t1011 Sept, 20 , 1036 

DaYaluaUon ot 'h• tra.Do 1a an esparl.a8Dt, Baa beoc:a. panacea tor all 

political and aconaaio illa 8D4 8AJ' goTerumen' ua1na i' aa auch boun4 

to ba dioappoin'ed• 

U can only be wale.,... to OerlllallY that tba exohanp ot aerchandi" 

betnen Enclan4, Fraaoa ad ._rica abould lnoreua, ae Wban that bappana 

the i r azobaaga with other countriaa will alao inoraa ... Or will i'' 

Will t ba Tart probable incfaa" ill axporta t or the oountriaa Who baYa 

juat danlu ed ba an inoraaaa in world trade in general, or juat at the 

expanaa of t boae who dBYalued aarliart It _,. ••• only a ahltt 1A 

tha Yolume o r world trade , which may or may not ba productiTa, dapend­

illl upon the political ettaota or the ahitt. 

When ourranolaa w r a tomerly balanced allld ataady, it waa a •liD 'hat 

payaant-balanca a nra in order, No• the atab ilUy ot currency 1a 110t 

an i nd ication bu' a -.aa which bopaa to brilll payaaat-balenoae 1A 

order. 

Tha beat oaa au aay a b out tba n•• acra-aa' would ba ' ha' the ,,_ 

1D which oliUJltriaa could t orca t heir export at the asp- of oth.r 

aOWitrl .. by ....,. ot currency polltioa 1a at an aad, lluoh hu b­

piud 1t t b ia na• aara-' p~~ta aD4 and to .. oh currency aad plalnly 

political a\apa aa are aa4a withou~ &IJ'8M'811~ Wl th other OOUD,riu , 
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()erMJI Clll'HDOJ' pOliOJ' b .. 'ben \be re&80D tor \U WOCOU 1a 

ob\ailliDC raw -hr1alo ...S &1'1'1 .. -.plOJMD\, S1aoo U baa ·~ 

Uaol t prac\loal, 1i •Ul ao\ bo •baa&OI• 

Vtiii.nBCIID SIOBA CB'l'D, Bn'lta lid 1t1oa Sop\ , 27. liSe 

7ronoh don.lua\loa 1a the r .. uu ot 7roaoh poU\loa, ~1'7 ot 

cOD41 \1ona lee41ac up t o \ bla atep. wri ter no\ J'O\ eblo to a&J' 

whet reeuUo deyalueUoa rill ban OD trade wUbta l'ranco. 

No aurprho to Oe~. lle\loaal SOoleJ.l• baa olt..iutod CIIU'J'ODOJ' 

apeculet1oa - nn pleA, fllarelp exoheDCI lowa, eto., keep Oenan 

curHilC1 ., ... ,.. 

266 
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llr. EniR G. ilq, 
~r.aa-r.r Attache, 
T1rp1t...ut'er 44, 
BuliR • · )5, GeN&nJ· 

Dear llr. 11&7 • 

October 27, 1936 

'ftda will ackDowle<l&e .,-.celpt of 70vr le~t.er 

or Oct.ober 11. Ul together 111 tb a a...urba tion ot 

e41tor1ala troa n.rioua GerNn naupnpera. 

~bank JOU tor aendin& tbeee. 

Sincerel7 youre , 

• c . 'l'ay lo 
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Opera to r: 

H.ll.Jr: 

Knoke: 

a .M.Jr: 

K: 

H. 'L Jr: 

K: 

R.!l. Jr: 

K: 

H.M.Jr: 

K: 

H.M.Jr: 

K: 

H.ll. Jr: 

K: 

H. !I.Jr: 

K: 

R. ll.Jr: 

K: 

i!.. !1 . Jr: 

K: 

H.ll.Jr: 

K: 

Bello? Put llr. Knoke on. 

Hello , Knoke? Bello? 

Hello? 

Hello, Knoke? 

Yes, sir. 

Oct ober 14, 19J6 
4:57 p.m. 

Well, are you going t o put them to bed? 

Yes , I hope so. We ' ve done another 25 plus 20, 
a oother 45,000 . 

!laking how much? 

668, 000 . 

268 

Wel l, tha t ' s all right. At what - at what price is 
she bid? 

7 /16ths. 

Very nice. I 1m satisfied. 

668,000 pounds closing at 7/16ths. 

All right, and then w~ • ll give them the order to 
convert. 
Yes, we ' ll cable them t onight on that. 

And how a re you sleeping? 

.How am I what? 

How are you sleeping? 

(Laughs) Thank you - very well, not at the office 
but at home . 

(Laughs) I meant at home. 

(Laughs). 

I mean are you feeling all right? 

Oh , yes, I 1 m t eel1ng verJ well. 
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- 2 -

H.M.Jr: All right . All right . 

K: Thank you, sir . 

H. ll .Jr: Good night. 

K: Good nigbt . 

H. ll . J r: 5 o•clocl£ - 5 o ' clocl£. 

• 
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H.M. Jr: 

E: 

H. M.Jr: 

E: 

H.M.Jr: 
• 

B: 

H.M.Jr : 

E: 

H.M.Jr: 

E: 

H. M.Jr : 

E: 

H.K.Jr : 

E: 

H.K.Jrt 

Hello? 

Hello? 

llarr1ner? 

October 14, 1936 
5:03 p. a: . 

Yes, sir. How are you tode,y. 

Oh, I 'm pretty well. And you? 

Oh, I'm tine. 

2TO 

I just thought I ' d tell you that somebody is trying 
to dig up a story that t he Federal Reserve Board 
was not informed the first time we made the gold 
move on the 25th, you see? That you were informed 
the second ti.me but not the first, see? Hello? 

Yes. 

Well , we 're Just not saying anything you know. 

Well, I think that ' s the best thing to say. 

But if I am asked tomorrow morning at my press con­
terence, I ' m going to say just what I said the 
other time, that you and I and i ndividual members 
ot the Board worked 1n the closest cooperation. 

Yes. All right. 

See? 

All right - yes. 

But I just wanted to let you know that they' re trying 
to dig up that story. 

Well, of course, I think we ought to - we ought to 
avoid any - giving them any opportunity to create 1n 
the publi c mind any idea of cleavage . That ' s what 
some of them would like to do . 

Oh, sure. Well, you know I called you at Salt Lake 
Utah wherever you were that night. 

Yes. 

And I had what's-his-name, the Acting Chairman over 
here. Ransom was here Friday afternoon. 
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B.lo!.Jr: 

8: 

B.M.Jr : 

E: 

B.lo!.Jr: 

E: 

B. LI.Jr: 

E: 

B.Ji.Jr: 

E: 

B.W. Jr: 

E: 

H.lo!.Jr: 

E: 

B.M.Jr: 

E: 

B. M.Jr: 

- 2 -
211 

Well, that's all water over the dam, and I think we 
ought to, or course, avoid an7 -

Yes, but I mean a~ a matter or historr -

Yes. 

I mean the Board did know it before it happened. 

Well, before it was announced. 

No, before it happened. 

Well -

Before it happened. 

Who -who' s trying t o stir this thing up, 70u know? 

No, i~ ' s just one of t hese s tories that Oaston 
brings in to me and let' s me know what ' s going on, 
that ' s all. 

He hasn 't any idea where the source or it is? 

No, be just sort of picked it up. 

If you get an idea where the source is, I'd like to 
know. 

Yes. Well , any wa7, I passed it along, and if the7 
ask ae tomorrow morning, I'll simpl7 tell them what 
I did before. 

All right . I tM.nk that will cover it and if &n7thing 
happens here, we ' ll try to follow it through on the 
same thing . 

Yes, you might pass it along to what ' s your .ants 
name? 

Yes - Thurston? 

Yes. 

Yes. 

Right. 

All right. 

!bank ,.ou. 
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JPNOH rpt' TO THll UlfiTID suns 

Cash A4yancea: The Liberty Bond Aott authorized the Secretar1 

of the !l'reasury, w1 th t he apprOYal of the Preeident, to establish 

credits in favor of fore~gn governmen~a encaced in war with enemiee 

of the Uni ted Statea, and, to the extent ot thoee credits, to make 

advances to such sovernm.nte through t he purehaee at par ot their 

reepective oblipt1one. Under thle authority loane were made durinc 

the war and atter the Armiatice to -et COlllllitmenta made in the U'oihd 

Statu in connection with t he proeeeution ot the war, 

Sale or liar Suppliu on Cr edit: U'oder authorl ty ot t he Aot ot 

June 9 , 1918, the Preaident, through t ho head ot any executhe depertmc1t, 

wae authorized to eell any eurplua war e~pl1ea on euch term• ae the 

head ot eucb department deemed expedient, Jor the purpoee ot diepoalnc 

ot our huge war atoclca atored in Europe, the U'oited St ates Government 

created the United Statee Liquidation Co01111aa1on which wee head.ed b7 the 

late Honorable Ecbrin B. Parker. 'l'bie oolllllia11on aold to the Oonrnment 

of Jrence trurplue war atooke !or which it acquired obliptiooa in the 

principal aoount ot $407,341,145.01 payable in ten years with 1nteraat 

at the rate ot 5 per cant per 8llliUIIl pa)'lloble eem1-annually, except that 

no interest wa.a p.,.al>le t he tirat year on $400,000, 000. 'l'hia indebte4neu 

wo.e cona1d8red by the Jrencb Government to repreaent a co.,..rcial trana­

actton. It was, ~owever, included in the &IDOUJit of the debt tund8d und8r 

t he acreement ot ~ril 39, 1936. 

'P""Pt ot In4ebt!4aeu: !he 1ndebte4n••• or the Government of 

Pranoe to the UDited Statll repreaenta obU.caU oDa or1!1nall7 acquired 
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aa the reraH of ce.eh a4Yancea m&cla under authority o! the Libert;y 

Bond Acta for the purpoae 1n gtmenll. o! aaaietlJl& that goverlllDeiDt to 

purcbatoe .-appliea 1D the tlnlted Staha 1n connection rlth the proaecu­

tion o! the war, an4 oblicationa acquired aa the re.ult of the .urplua 

war mater ial aold to that I()Ternment on credit , 'the total caah &dYano .. 

t o t he Government of :!'ranee amounted t o $2, 997, 477,800, ot which 

$1, 970,000,000 wer e made prior to November 11, 1918 (Armiatice) and 

$1 ,0.27, 477,800 were made attar that date. 'the obliptlona acquired aa 
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the reault ot t he aale ot war caterlal on credlt amounted to $407, 341,14.5,01 

and were all acquired after t he .Armiatlce 1D connection rl th the liquida-­

tion of the surp1ua war atocka ot t he united Statee atored in EUrope, 

'the obligatlone of the GoYerll!Ml\t of France acquired ae a re.ult 

ot caah &dvancea were, at the t1l!l8 of t he tw>diJl&, p&¥&b1e on claiii&Dd and 

bore lntereat at the rate ot 5 per cent per annw:1. 'l'hoae acquired tor 

.urpl ua war •terl&l were p&1able 1D 1929 and 1930 and bore intereet at 

5 p er cent per &nDUlll, which waa belJl& paid c=rent1:y. In tund.\nc the 

lndebtedneaa of thia goyernment to the United Statea, theae ratea were 

rec!uoed to 4t per cent per annum tor a part o! the period up to December 

16, 1922, and to 3 per cant pe.r &ZUN.:J> from December 15, 1922 to June 16, 

1926, 

:rroa u.1118 to U.• the GoYe~t of Prance had made certain prinoi­

p&l paJDI!lb on the 1Dclabhdneaa repreaentlJIC the ce.ah &d'ranoea and bad 

paid aoiM tntereat thereon, It had paid the intereat curranU:y on the 

obl1pt101la acquired f or the aale of the surplus war etocla, The acOOllllt 
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at t he time of the fund.Uic of t!te French indebtec!.neao on June 15, 1925, 

etoo d, therefore, ae tollowa: 

~cipal ot obl i cationa held 
for caeh a4Yuced under the 
Liberty Bond JDh (net) ••••••••. $2, 933,405, 0?0.15 

Principal ot oblicatione ~ivan 
f or eurplua war auppliea pur-
chased on credit • • • •••••.••••••• 407 , 341, 145, 01 

Total principal debt • •• •. •.••••••• $3 , 340,746, 215, 16 
Accrued and unpaid interest up 

to June 15, 1925, including 
certain adJu•~te • • • ........• • 

P~ta received on account 
ot priDCipal and interest 

735 , BC)l , 257.03 

f4,0 76 , 547,472. 19 

attar December 15, 1922 .......... --~5:::1:.~•:.:1~60=• 78=5:!•:::30::: 
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!let indebtec!.nen aa ot June 15, 
1925 ••.•..•...••.... • .• . .•.•... 0.......... ...... .. . $4,025, 386 ,686 . 89 

Paid in caah upon execution ot 
ag:ree.nent • • . • • • • . . • . . • . • . . . • . • . • • • • . . • . . . . • . . • . . . • 386, 686.89 

l ndebtedtleu wbich waa funded into bonda .. • .. .. .. .. • $4 ,025,000,000.00 

The ll£l'••ment concluded provided that t he bonda to be iuuecl to 

t he United Statea would !Nlture serially on June 15 of each )'8a1', be&innin« 

with June 15, 1926 and ending June 15, 19871 and aleo provided that the 

bonda would bear no 1nt ereet until June 15, 1930: .,.. t.hereatt er, until 

June 15, 1940, l per cent; fro"' June 15, 1940 to June 15, 1950, 2 per cent; 

tros June 15, 1950 to June 15, 1958, 2t per <'eDt; tree JUDe 15, 1958 t o 

June 15, 1965, 3 per oent; and tros JUDe 115, 1965 to June 15, 1'll87, 3i 
per cent, 'l'heae ratea repreaent an a-.erase rate over t.he entire tundinc 

per iod ot about l-6/8 per cent p er annum. 
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i'aymenta loCD.de under A;p:eemel!t: The f ollowing statement abowe 

the amount of principal and interest paid by the French Gonrnment 

between June 15, 1926 and J une 15 , 1931: 

June 15 , 1926 
June 15, 1927 
June 15 , 1928 
June 15 , 1929 
June 15, 1930 
Dee. 15, 1930 
June 15, 1931 

Total • •• 

• 
19, 325,000 
19 , 325,000 

$38. 650.000 

Principal 
Pa.vment 

$30. 000.000 
30,000 ,000 
32, 500,000 
32, 500, 000 
35, 000 ,000 

1 , 350,000 

$1.61, 350.000 

'l'otal 
P&YI!!!Dt 

$ 30 ,000 ,000 
30,000 ,000 
32, 600, 000 
32, 500,000 
35,000, 000 
19,325, 000 
20 , 675,000 

$200.000.000 

The payment. due during t he !heal )"'or 1932 (due December 115, 

1931 and June 15, 1932) , ~Tegating $50 ,000 ,000 , wel'e postponed under 

the uo-eelled Eoover aoratorium and their repayment was arr~d o•er 

a period of ten yeora end.iJl8 June 30, 1943, by the ~eement entered 

into on June 10, 1932, pur.uant to J oint Reeolution of the Con&r eee or 

t he United Stat81, approved December 23, 1931. No p~ta h&ve been 

nnde aince June 16, 1931 under t he original debt ~eement, and no p&J­

ment baa been made und.el' the moratorium acreemant or JWle 10 , 1932. 

Current StatU! o! J'rench Indebtedpen: The atatU! of t he J'renoh 

lndebtedneea to t he United States u of June 15, 1936, ,...., as f ollows: 

PrLncS!!!l 
Amount ae tunde4 ••••••• • ••.•• $4 ,025,000,000 
Leae bonds redeemed... ....... 161, 350,000 

Principal of bonde now held •• • ••••••••••• • ••• $ 3 , 863, 650,000 
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Intereat «ge and uppaid 

Se:lli-annual 1netallmenta 
poetponed under the 

- 15 -

moratorium agreement ••••• • • $ 38,636,500 
Sead-annual inetallmenta 

covering paymenta due 
Dec8111ber 15, 1932 to 
June 15. 1936 ••• • • •.••.• • • • 164,091. 460 

Amount of interoat due 
and accrued De;:eml:er 15, 
1933 to June 15, 1936, 
which wae included 1n the 
morat orium annu.itlee • • . • . • • 4 , 856,355. 58 
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!otal intereet due •••••••••• • • • •••••• • • • f 19?, 584,315, 158 

'rota]. indebtedne11 June 15, 1936 • • ••• •• • $4, 061, 234,315, 58 

lrench Expend,ituree in the United Statoa !lade .l'ro!D Qa§h AdY.!M.!.ll 

The policy eetabliehed by the United Statee Government with reepect 

to caeh advancee wae that our loan• thould be uade to each allied covero­

ment to meet the coat of commoditloe purchoaed in the United Statee for 

ita own u.e; that we would oot loan to one covern:Dent the dollar• needed 

for purchaaee to be mde b7 or on behalf o! another gov81"7llll8!lt; and that 

neither the financiAl condition of the borrower nor queetlona of political 

expediency in our own eow1tr;r ahauld be tactore in determining the conrn­

ment to which our dollar• ehould be loaned and whoae obligat1one we would 

coneeque.ntly take, 

lllu-ing the period April 6 , 191? to Nonmber 1 , 1920, the Govern­

ment of Prance reported expenditUHI 1n the Unl ted Stat ee tor the follow-

inc purpoeee from ca.eh adTanc .. : 
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Uunitiona, including remounto •••• 
.Ezche.J:lce and cotton purchasea •••• 
l'ood.a •••..••••....••. • . . .••••...• 
Tobacco •••••••.•••••..•.•••••••.• 
Other wppliu • .•••....•......... 
Transportation • •••••.•••••••••..• 
Shipp in& •••.••••....••.•...••..•. 
!lei:Wuroll!llllllto (J'undo turned 

OTer to Greet :Sri tein !or 
purchaau made in United 
Stetea by Greo.t 'Britain !or 
account ot france) . . ....... . .. . 

I.ntereat •...•.... . • • .•. • .....•... 
l!a.tur1 t1ea •.••••. • •••.. . .•....•. • 

• 827,194,624. 57 
806,630,000, 00 
295,212, 583. 22 
.o. 710 ,011. 76 

276' 572. 214. 16 
32,519,420, 36 

122. 359. 280.23 

1 ,046, 781 , 623.40 
268 , 791 , 426.37 
289. 744, 755, 29 

Relief •. •. .. ...... ... . .. . • ... .••• 143,137, 042,12 
SilYer •.••.••••.•••...•...••.. ••• 6,300,000.00 
IUaullaneoua unclaaei!ied ••• , ••• __ ..:41=•::;29:.:3:..!•.:.94.:.9:.:•:..:7.::.5;.... 

27. 

To\al reported expenditure• • .•••.••••••.•• • .• • • $4 ,196,246,931.23 

L!eanc o! !ii!D.IIoinc these expenditures: 

llet cash ad.vancea b;r the 
United S tete a Trea....-y (to 
November 1 , 1920) • •••••••••••• • t-2, 966 ,028 , 442.45 

Purcb&ae of :rreneh franca 
b;r the United States tor 
which t he rrencl\ Govern-
ment receiYed dollars...... . ... 1 , 025, 438 , 235. 88 

Dollar reimburaemen ta to France 
from other sovernments • ••••••• • 19, 302, 357,55 

From Prench private courceo •••••• 186, 477,895.35 

Included in the Hfll:t of eExehance and cotton purcbana• 1a the 

swo o! $200,000, 000 tor loana aade to t he Prt111ch Governmen t tor account 

of the :Bank of J'r&Dce tor the purpoae of ma1nt&1nin& the 7rench franc, 

In aclditi on, ther e were mturitiea of $289, 744 , 755 1n the United St&ho 
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which the J'rench GoverDrlent waa permitted to redeem, lart:ely from 

t'Unde advanced by t he United States Clovel'nlC8nt , so that the French 

Govern::>ent would not be under the neceuity of c=rying on a re!'lmd1114: 

oper ation 1n the American marzet and thue co~et~ rlth the L1bnty 

Bond c&qlaigna ot the 'l'reaaury Department . 1'heee two items, t ocet her 

with the amount of the obl igations a~uired tor surplus war auppliee 

eold on credit , which had alw~ been conlidered by the French Govern­

ment a.a eoa:llercial transactions, SQ:recate almoet $900,000,000, which 

han recei?ed 8pOCial consideration by bei"'C included 1n the total debt 

fUnded under the oricinal fUnding agreeoent. In any future reconeidera­

tion of tho French debt to the United Statoc the cbara.eter of theae 

original ohliptiona ahould be kept in mind. 

Effect of WonetarY Policies on french Debt to the United Stet ea: 

It 1a of interest to show the effect of the Y&rious monetary policies 

adopted by the Prencb Oonrn:~~~nt and by t he United States Gonrnment 

ainoe the creation of thh debt, .lt tb.e time of the creation of thh 

indebtedneee the French franc was v~ued at 19,3 cente in term. ot 

Anlerican money. Shortly td"ter the tundina agreement with t he United 

Statu was signed, the franc waa devalued to about 3 . 92 centa. In 

J&llWU"J', 1934, t he Un1 t od States devalued t he doll..- by appr0ldaatel7 

.f1:11. and the tranc thereb)' became worth 6 , 63 cenh in tarma of the doll..-. 

Ltut month the J'rench tranc wae &&&J.n devAlued to a raD&e between about 

4,3 canto to 4. 9 centa , or a mean ot about 4.6 centl per franc. 
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The to11ow1nc atatement ahowa in French trance the oric1nal 

&IIIOUnt ( $3.34061) ot the Jrench debt to t he United Statea and the 

original Prench de'llt to Great Britain (1.51411) . 'l'he .. foreip debt. 

ha•e been cODYerted at the par ratea of the franc at the datea in41-

cated. 
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Debt Dec • • Debt June, Debt Jan. , Debt Oct, , 

Debt to u. S, ($3.34061) , , 

Debt to 0. :a, (1.511511) .. , 

. 
• 

192(). lrllllC 

19. :¥ 

7 • 17, 30411 

12, 978 

1928. J'ranc 
3.91791 

7. 85,2SOW 

63, NO 

1934. :rranc 1936, Jrano 
6, 6:U 4.6~ 

7. 50,371511 7. 71,988M 

63, 940 53,993 

(Figurea i n abOYe atatement not atrlct17 accurate, but are uaed 
tor co~tiYe purpoeee to show effeota of deYaluation. ) 
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'l'lt~ DlllEBTED!IF.SS OF FOREICU COV'..41t.C'll'l'S TO 'l'IIE U!IIT!ll STAT!::S 

AriD S:lC711IllO 

'l'IIE TOTAL AI IOUNTS PAID Sr O~!.OIIY Ul!D)ll '1H". OAI'IES Al'ID VOIJ!JC PLAIIS 

--o--

Treasury Dopnrtr:l8nt, 
Office ot COMC1ss1on9r of Account s and Dopoa1to, 
!l&'flDOd January 10, 19:36. 
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INDE!ll'ZDNESS OJ' FO!!EIGlJ OOVl'l!UlliE!IrS TO 'l'IIE UNITED ST.l'l'ES 

Tho United St~t ea COde lonno to tho allied govcrnmentn beforo and 

after the Armistice for tho purpose, in general, of assisting tno1 0 govern­

menta to purchase supplies in tho Unit ed Statos 1n connection with t he 

prosecution of tho War, In addition tho United Stat es , after tho Armistice , 

sold surplun wnr and rolief supplies on cr odit to vari ous countrioa of 

'alropo, includi~ sooo of tho allied governments, At tho conclusion of 

tho war poriod tho Trooaury bold obligations of twenty nations, poyoblo 

oitbor on demand or within a short period of time. 'l'ho purpose of this 

momor~dum is to sot forth cortoin dotailod information concerning thoso 

oblisntiono, 

I . A.I11'00!!1'1'Y FOR .A.CQUIR.I!IG OBLIGA.TIO!IS 

Tho United Stotoa acquirod obli gotiono of foreign govornmonta oa a 

r esult of (1) ccsh ad.voncca cndo u."ldcr authority of tho various Libort;y Bond 

Acts; (2) aoJ.os on crodit of surpl\:11 wnr mntorioJ. undor authority of tho 

Act of July 9 , 1918; (3) solos on cr edit of rel i ef oupplios undor authority 

of t he Act of February 25, 1919; (4) sales on credit for r eli ef purposes of 

flour by tho Unit ed States Grain Corporation under au thority of the Ac t of 

!Aarch 30, 19a:l; and ( 5) aervicoa rendered by tho Unitod States Shipping 

Board Emergency Fleet Corporation. 3xce.rpta from t he i'irst Liberty Bond 

Act and the Act of July 9 , 1918 , and copioo of the Acta of J'ebruar,v 25, 1919 

and liard\ 30 , 19a:l, 1liO¥ bo found on ~o• 313-313 of the Combinod Annual 

Reports of tho 'l'orld War r oroi t;n Dobt Cocmioa1on, <llPY attochod, Slrole<on 

forms of oome of tho obligati ons originally acquired undor those various 

acts will bo found on pages 314-"317 .,r tho C0111bi nod AnnU£11 ReportG of tho 

World Uar J'oroign Dobt Comcdsai on. 
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II. CASH ADV~IS 

Purposes . - Tho Liborty llond At:ta authorized t!lc Socreto.ry of thd 

'1'renaU17 o with tho approval of t he President , to oatnbliah croc!.1to in f:~vor 

of foreign governments eng&&ed i n war with enemioo of the United Statoa, 

and, to t he extent of those credits, to moko advances to ~ govornments 

throu&l tile purchase at par of their respective obligations. Under this 

authority loans were made duri ng the war and afte: tho Arm1atice for tho 

purpose , in gonoral, of enabli ng tho renpoctive governments to moot com-

mitmor.t~ mado in the Unitod States in concoction with tho prosecution of 

2u4 

tho wnr. Tho total principal amount of obligations acquired under thio 

11uthority, including o. loo.n of $12,1G7 ,000 , authorized ey tho Act of Fobruo.ey 

14, 1929 , in concoction with tho debt agroomont concluded with tho Govorn-

ment of Grecco , ..as $9, 610 , 403, 575. 45. 'l'ho rates of interest borno by 

theno obligations and tho omountn and dl>too of caoh ndvnncoo to onch countey, 

oxcopt tho nbovo-mentionod lo~>n of $12,1 67 ,000 mndc to Grecco on Ma¥ 10, 

1929, arc act out in dotnil on pages 318-333 of tho Combined .lnmiAl !iaports. 

PolicY. - The policy oatabliahod b)' tho U:>.itod Sto.tos Government 1nth 

respect to tho co.sh lldvnncos mndo under tho Li berty :Bond Acta tmn fUlly 

di acunsod in an nrti clo by fon:>or Assis tant Secrotney o f tho 'l'roaau.ry 

Rnthbono npponril:g in tho AprU , 1925 , issuo of Fore!gn Affnira , excerpts 

from ,..hich 1>Ul bo found on pagoa 62 and 63 of tho Combined Annuo.l Reports. 

In r,nnero.l , thio policy ..no •thot olll' loo.nn shoUld bo modo to e:>eh alliod 

govor111110nt to moot the coat of commoditica purchased here for its o..n u.oo; 

tbnt uc uoUld not loan to one Government the dollnrs nooded for purchaaoa 

to bo mado by or on behalf of nnother Government, and that noither the 

f innncial condition of tho borrower nor que-.. tiono of political expediency 

in our ow countl')' ehoUld be factor • in dotonnining tha Govornoent to which 

our dollars abould bo loaned and whose obli gation we would consequently t alco, • 
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Pre-.1\rmietieo and Poet-.Aroiatiee Cash Adn.ncea . - 'l'he Treasury &d.vanee<l. 

to various ~ve~~nte up to November 11 , 1918 , tho principal sum of 

$7,077 , 114,750 and after tho Armistice , i nc1uclill6 t ho loan of $12, 167,000 

made to Greece on Ue.y 10, '929 under authorit~ of tho Ac t of February 14, 

1929, tho prir.ci pal sum of $2,533,288 ,825, 45, 

'i'be Second Liberty llond Act, as amondod, CI"UUtod authority to tho 

Soerotar~ of t ho Trenaury t o ootoblish crodito i n favor of foreign ~vorn­

mont n up to the t erminati on of tho war botwoen tho United States and 

GormBey, Thus o limitation was plo.eod on ~ho authority to catobliah credits , 

but no such limitation wn.a ploc<>d on tho authority t o make cash advonoen 

under credits previouaq eatabliahed. The action of the Secretary of the 

Treasury in eetabliahi n« a credit 1o favor of o foreit:n goverm>ent waa nn 

ontir~ly separate ond distinct transaction from thot of makin& a cash &d.­

vance, The Victory Liberty Bond Act , which woe on omendment to tho Second 

r.tborty Bond Act , outhorhod t ho Secretory of the Treasury , with tho opprovol 

of tho Procidont , to out o.bli oh credit~ i n favor of forei gn govornmonto for 

cortoio specified purpoeoe for o period of eightoon months after t ho torllli­

nntion of tho vnr oe fixod by proelomntion of tho Pronident •tn addition to 

tho credits authorized by Section 2 of t ho Socond Liberty Bond Act, aa 

cmondod. " The authority to oatcblich additional c r odi ta """ novor uood 

by tho Secre tory of tho TroonurJo I t should bo pointed out, ho"ovor, 

that thio authority \'lOa i n addition to that wthorhod by t ho Second Liberty 

' llond .le t; that tho Victory Libort:v llon:i Act '008 opprovod on lla¢h 3, 1919, 

four 010nthn after tho Armiatico; and that tho Victory Liberty llond Act 

oxproaaq providod thnt tho do.t o oi" tho t orminotion of th~ va.r bot11oon tho 

Unitod Stotos and Got~ should bo fixed by proclomotion of tho Proa i dont 

ot tho Uni tod St11too , Such a proclomntion ITOS iaeuud on llovcmbor 14, 1921 
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by Procid~nt Harding in connection ~th tha ratification notice o 0 1 
g 

cnornn& 

tho Treaty of Peace with "--....... -ny. I t fixed July 2, 1921 ao t bn Jato of tho 

termination of the war, T!~ laet credit ~• established on April 2, 1930, 

and only two cash M""-"lCOC under c redita pr.,vicualf cntabliahod uero modo 

to forei gn &evornmont" ll!ter July 2 , 1921 , viz: 

( 1) An MVIl:lco to the Government of Czochoalovolcia on 118;{ 29, 1922, 

in tho suo of $717,834, 36, for tho purpose of nllouing tho Czochos1o~ 

GovGrnmont to iQY tho United Staton Shippi~ Board for services rondorod to 

th:l.t soyorr.rnent in connection 11':1 th the r epatriation of ita trooP" trcm 

Siborin, This advance waa in the nature of an aci.Jutlllent of account. bettreon 

t he Czechoslovak Govern:nont and tho Unitod States . '!'he Czochoolovak Government 

turned ovor to t he Shipping llollrd the omount of the advo.nco and the Boal'd 

immodia t oly redopocited tho omcrunt in tho Troosury , tho off' oct being that no 

funds loft tho United States Trouaury on occount of this Qdvnnco. Tho actual 

r esult uaa that tho Treasury nccoptod from Czochca1ovolcin an intoroot-bonrL~ 

obligf!otion of that govonwcnt for t ho. amount duo tho Unitod Stat os Shipping 

(2) An ndv=o of $12, 167,000 on Va.y 10, 1929, to tho Govornmont of 

Groooo out of credits eotnb1iohod prior to November 11, 1918, This nd~;co 

was cpoci ficnlly authorized ~J Act of Congress approved 7ebruar,v 14, 1929, 

Under do.t c of J'obrulll'Y 10, 1918, tho United Stntoa, !'ranco, nnd Or:>nt Brit:>in 

ll«t'OOd to ootnblish crcdita in fc.vor o! Grooco, cnch in tho ourogo.to omount 

of 250,000 ,000 drochmo.lt ($48 , 236, 629. 05 in tho ona.> ot tho Unitod...Ste.tcs) to 

onob1o tl:o..e.t govor.nont to c:1rry on wnr opore.tiono, Tho United St:1too ndt­

vnncod $l5,000 ,000 _o.g:>inot ita croc!its , 1oadng a b:llnnoo of $33,235, 629, 05 

otill on tho boolcs. Groooo contondoi that tho f'ull umaunt of tho credit 

~blo, but tho United Stlltoe, for various ro=ona , bad minte.i.::lcd th.:lt it 

wna not obli~tod to advance ony further f'wld.tl. llhilo !!Ode 1.::1 connootion with 
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tho sottlem~nt of th& Greek ~r debt to tho United State~. the uum ot 

$12,167 ,000 ndv&r.ced under the .\ct ot February 14, 1929, r"lpr>ls :~ted 0 n017 

loa.., rn.:.dc to t ho Clovorncont of Gr ooco, to bo r epaid ovor a poriod of t,,,nty 

7cars ~itb intcroat at tho r~to of ~ por ~~ Tho aorvico of tho loon ia 

o.<lminiutorod by tho I nternlltiolllll Fillllncial Comniosion. Tho 2rocoodo of 

cho loan ~oro oxpondod by tho Rofugoo Settlomont Commiasion for the pu_~ao 

of pl~ing rofu(;oea in product.ive "orlc. Tho Com:d.ssion, by its or!;3llic 

nrticlos, lr.U.St al.~ ha.vo o.n American citizen as ito chail'I:I&Il , Full in-

formation concerni ng this debt settlement will be found in t he Annual Re­

ports of tho Secretary of tho Treasury for the 1'1seal. yearo 1928 and 1929. 

Tho auppl; of t hcoe r eportn has boen exhausted, but eopioa rm.y bo available 

at n local librar,v. 

Eroendl,turea Reported bv For~ign Governmcnto. - Tho Annual R~port of 

tho Socrotnr;y of tho Treasury for tho f iscal year 1920 diocuased in como 

dotnil (pace 69) the oxpcndituroa modo in tho United States during tho 

poriod from April 6 , 1917 to Nov~bor 1 , 1920, ~ foreign &Overnoonta 

rocoi ving cnoh ndvllllCOB from tho Unitod Sta t es Tronour;y. On ~os 338 to 

M8 of that report att>t0111onts will bo found showing tho 11m0unt of cosh 

Odv:lncod t o cqch govornmont ll:ld oxpcndituroa modo in t ho United Stntea ns 

r eported by them. 

Part of the ota~e::~<~nt from the A!lllu:>l Report is an follows: 

"Under the Liberty Loon acta tha TreaGur;y 'litis 

authorized for tho purpose of ::lOr'l effectually providing 

for tho national aocurity and defence and proaecutinc 

tho war , to aatnbli&a credits for foreign Govo~r.ta 

and to purc.hane t hoir obl1~t1ona nt pl\r. 1'ho forci~ 

Govornmonts wure thoroforo roquirod ~ t h'l Treasur1 to 

s t~to t he purpoGoll to bo served 1" order t o onnblo the 

Trnnsur:; to dotorminc 11hoth~r thoy ..-~r<. ,;ornr.nz t:> t ::o 

purpoaoa indicat ed by the Liborty loan oc'.:o nrtcl w'tothvr 

and in wh."\t lliiiOunt cro:U ts obould bo «1 v.m. 'l'bo 'l'roncur;y 

did r~t , of ~ouroo , ~~~ oxpondi t ures for t ho for~1gn 

Oovornnonto. It p<:>id t o t hom the purchase price of tho 
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aec ur1ties; and ths:t mtld.o the expendit'U'oa . J.fter this 
:vna done the)' Mdo furthor s tr.t~r.:enta to tll" Trossury 
ohoning tlw ac tun1 application of tl.e procoolln of the 
loano. 

• • •• • •• • 
"Under nrrungemontc which uer~ ontorcoi into about 

September 1 , 1917, purchases ..-ere r..sdo by t!lo m1as1ons 
of the various fore tsn Governoects undor tr.o g3ne ral 
supervision or a purchaaing c~ission, or~~in~lly 
c omposed of Bornud w. Fnruch , Robert s. Brookings, and 
Robert s. Lovott, ~ctabliched by ~~reomont between t he 
Secrot~r;v of tho Trea3ury nnd the r espoctivo foreign 
Govornnentn for tho purpoao of coordinating ~overnmental 
buri ng in the United States, P~oponod purchasea of each 
Government wero conside r e d 1.1 r alat ion to the requirements 
of tha United Sta t ea and of the allied Gove rnments before 
boing npprovod. Pw·chtlaes of food f16rc r.cde with the ap­
proval of the Food J.cbinist.-ation ani theoo of fuel (coal 
o.nd oil) w1 t il t llat of th~ Fuel Acbdniatration. On lohrch 
4 , 1918, l>y ord.lr of tl1o Prod dent, the "or:: of tho coo:­
ohsio:> wan intar.rntod with that of t :1e 'r.nr I niUDtric c 
llov.rd. UndQr dnte of ::)oc,;mbGr 14, 1918 , th~ t.Lrre:ngeocntc 
betwocn the c omnianion ~~d the fore i gn Gova rnmento wer e 
ternin.•.·ted l'.nd the func t ionn of tho formor which then re­
mained we>·e tl\lcon ovo1· b:t t :1e 'l'reaour:f Dol)4rtmcnt . Those 
had ca::e !lUbot.'l:lti :llly to nn end b;.r Juno 30, 1919, From 
tho inception oi' t il<' co=hsion t he coordi rution which it 
was n"ble to bring ul.out b< c:l!!:e increnai~l:t effective each 
month, o:ld on !ley lf.i, l 'Jl i: , c.n arr~<r.ont "11CO cad.> "rl~il 
tha Tier Trade lloard, \11-.ercby the issue oi e xport licenses 
to the forc~-n ~ovu~nts ~as uithheld nxeopt for ~ 
c hases which had boon eppro•tcd b;y tha co-.:lllaair.n, Thla 
arrang=ont continued .:ntil the export r estrictions \Tar o 
withdrawn by th<> 'IIIU' Tra•lG :!k.ard, in ::)occmbcr , 1918. 

"In Europe tho Interalli e:l CoW>oil on 171U' Purchases 
and Finance, cru!\tod in the autumn of 191? with tht> vie" 
of r.onsid<'rinc and coorJinatl.n,g t il1 dornand• of the .lll1 ·1s 
upon thr A.":oricl<ll ~roMur;v, contintwd. in op...ra~ion U."ltil 
afte r tho armintico . In initiating, aoon after AcGric a 
entered thl' t>ar, tho !'urch3,.1"DY, Coallluion in th-. "t'nit •d 
Stut,.3 and tl".<. I:~t• ra!lie d C'ou:101l on Vnr Pnr "I:S..lua ani 
J'in.=oe ir. E\:.ropo, t bo ~reazur;v broko """ ,:;ro"Jnd ~.nJ. took 
iaportent first at~po townrd ~oordination of tho d~~do 
of t ho A1li .•s 'l))On t lv Ar·oriC"l."l Tr£>naury end t llO .Amer1cnn 
r.>a!·ket with Ca..!l! ott...,r antl wHh t he r oquir•'Mer.ta of tto 
Un1tod S<eton. :Findin<: tl,ei:.- • one tion only in tlle Trcasur:t1o 
c irctmocri bod :v·tivitioo, they woro , hor.~vo r , uoceaanril;y 
limited in pot7or ond ocopo , and their funetiono to a large 
extent " cro proper1:t su~rt odod by other on.! roore cooprehensi vo 
inat~e~tnlitioo so ooon ao tho letter w~ r< c reated. 
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"At"tnr the eir,lin<; of tho &m1st1co, it rtlls the bcliof 

of the Treasuy tho.t its f'urth~ r loans to forei gn Govo'M'I!I~ntG 
should b3 reduced no far llS ponaible , and t'l:lt t l.oy o!u>uld 
finance thCDBol• oe in our fin!UlCilll carkotu. St ep3 .,0 re 
tol.::cn as rapidly na possi ble to r~lo.x go•orn::tor:tul "'-'P'lr­
vicion and t o induco tho r onpoctive Govcr:vnontn to oct 
i ndopondontly, Tho consoq~onco waa that tho Bolgi an , Britinh, 
French, nnd Itulinn Govo=nto till found r.lOnno duri ng tho 
period to obtai n tundo hor e from private londora , on t rooGury 

billa and on l ong-t1co obli~tio~: their trnnaoct i ono ~th 
t ile Unitod Stntoa Tr')l18=:r fo:-ood n srollor proportion c! 
thoir onti~c trnnanct i ons; llnd important maturi ties , includir~ 
that of tho Anglo-Fronch loan of $500,000 ,000 on Octobor 1 5, 
1920, have b~on oat nithout tho noGistanoo of t ho Unitod Stntoo 
Tl'M trury, Pnymonta in dollnrc by vnri ou of our dopartrr.onto 
to tho British Govor!'ll:lOnt htwo n:nountcd einoo Jul:r l, 1919, to 
socothin:; like $70 ,000 ,000, ll:ld nro probnbly not yet coq>lcto; 
and ~tn t o t ho British Gove~~t for atorling furniahod 

by it for t he uno of tho Unitoi States Govorn.~nt in oooti ng 
concituonts for wnr oxpondi tur~o in ~an..l Cl.':lOuntcd duri ntt 
tho yonr endod Novcnbor 15, 1920 , to nbout $48,000 ,000. 

11 In consi lering tho stntaoenta it llllst bo borne in mind 

that the amountc ahown undO!' t ho .arious headings do not !or 
the moat part i r.clude expenditure~ of dollnra obte.ined by 

foreign Govcrnmentc othonrioe thnn froo t ho Acori-::an Govc~ 
ment• o loans n.~d expendi tures i n EUrope , end thc r oforo do 

not r oproscnt totul diaburaomonto. Furthcruoro, purohnsos 
of c ora:10d1tien horo nro inel•~dod in tho item of oxchllngo , 
particularly for tho earlier pnrt of tho wnr. In tho 
ordinnr,r courco of t rade , all tra:.ao.ctio.'la in tl:cno 11:ould 

have bocn r eflected i n a r.et balll:lco of trado uhl.ch 110uld 
bAvo boon s "t tlod through t ho ir.port:>tio;-, of gold or tho 
anlo of oxchnn&o oxcopt in oo fv.r on it ~11ght bnvo been 
cnpitnlizcd thro~:h t !1c purchnoo of Amorico.n oocuritios 
hold nbroad, or of oocurit i co of tho forci~ Oovor~c.'ltn 
offorod in tho United States or adjusted by tr:>nofor of bank 

bnlo.ncoa or other-:iao. h tho cnrly <:tnela of t !:l" =• all 
col!lllO..Iit:r purc:u.coo by Great »ritni!l " ore thus corgcd 1n o:t­

chnn&o except purohnaoa of ~itiona nni GULOr· Thor oforo , 
tho oxcho.ngo it<ll:l in tho Britioh atctwcnt of oxpor..diturea 
r ofloctod purchooou of ~hoat , food , cotton, lnnthor , o.nd 
oil unit;T Oovornr:cnt control, •.n ·.1011 :us nll trnnnoctiono 
of i nJ.ivi<inal bu;>'ero 1!l t.ho United Stntea , Gild tho e::>ounta 

o~~l7n unier spceitic hca~ included only connodit i ea 
bOU{;ht undor Govorrnont -::on~rol aftor ccntr:>li:ci purch4aca 
end fil"'""e ·,er o ontnblishoJ.. Tho o::>ount oxpondod b'J i'rN\CC 

for oxcho.n&e 1'71'.11 of o. lena cocplox chnr:.ctor tho..'\ tho ..lio­

buro cocnt o shoun undor t:10 sru:~o l.OI\.ling for Gront :Sri t:Un. 

After WOrch , 1917, i~rto i nto Fr~o l?cre i n goncr:>l 
pro~~bitod unti l n!tor t he o.rnioti cc. I n sooo c~ca , 

houovor, ~rto !roo tt~ Unitoi ~t~tos ucr o aut~~rizod 
c.nd in such c:l.aoa t he j!.liJk of Fr:>.ncc U!ldertook to provido 
tunda cuffieiont t o po;:f ~or t hon. Prior t o llovocbcr 30, 
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1918 , tho dollllr i'undo provided by tho Ba!lk of .France 

cona t ituted tho major pert of tho French oxchango ~ymonta , 

Thoro aro a lso lncludod under t hio hooding cortoin s~ 

expended i n !low York i n purchasing drAfts on Pnr1a or i n 

making payment a for cot ton, SolllG purchases on :!'ronch 

account wore puid for by drnftu on London: this bei ng 

pertlcul.nrly true in tho oorlier purt of tho period. 'l'he 

pu.rch:lscc of tlleso dr:lfts o.ro i ncluded in t ho :British itom 

of expendit ure O..'ld tho amount of tra.'loactiona aa ost i nntod 

from t11110 t o tl1110 !or the French and :Sri tinh Go'fOZ'11:DCr.ta 

f orma part of tho r e i mbursement by t ho French t o t ha British , 

It will roadU y bo nppo.ron~ tho.t completely to aMlyzo tho 

t otnl pu.-chasoo of BX~'lgO is i =PQssiblo, It wnc cona i atontly 

tho a im of tho Treasury Dop<Lrtmont to have flhol o c lasaoa of 

tranaactiona , such na the buying t>f whont and food , tolton out 

of tho gonorr.J. cxciU~~~Co ::nr%ct, eo f:u- llll possible , t o bo 

prov i ded for by dil·oct '!)0;11110nt n , and to dotormino , na 

complotoly as pocoiblo , tho chAroct"r of tho rO!Illlining 

cx:h.t\.'11!;0 tra.nso.etionu, Tho syatom of govor:".DD:>tnl super­

vision and control which , undor tho ~ocutivo order of 

Janunr,v 26, 1910 , became of~cc~ivo ovor e xehongo trnnaectiona 

on February 16 , 1918 , P.nd other a t epa pursued ando it poasiblo 

to exercise a c l o•o acrutiny on item> of oxehanco purchnoen 

until tho o~.d of Ju.'lo , 1919, wilon control of oxcb.:lngo by 

this Government ••as torminated, It will bo r ccnllod thot tho 

1un~~nc' of thoir oxcbu.~tec by tho Britioh , Fronch , and 

I tnlia:> Govorm:~,nto took pl:lco in ~h. 1919. 

"The items of re~buracmanta included in tho atatomont o 

of expendi turea consi st principally o~ payments by Franco 

and Italy to Great Brit a i n fur cereal o , sug:lr, moots , and 

ounitiona end for noutral frei&hta , and ot her dl aburaoments 

made to noutrolo , a;1d of )lQ,)I'lllents b;:,r Belgium to Great Britai n 

for horsea , petrol , oats , flour , 0.'1d cortai n r elief suppli es 

furnished by Groat :Britai:l out of supplico obt a ined actually 

or constructivoly from tho trnit od States . 'l'he oxpocdi t urca 

for ailver r epresent principally aaloo to tho British under 

tho provisions of tho Pittan..'1 Act for tho purpooo of otrengthon­

i l".g tho mota.llic rea~rvc of tho currency of India. SUch nnlca 

\7C.r o not , hcwovor , pai d for entirel y out of United Stotco 

~rcacury Bdvancoo, Tho Bri~iah nutherit i oa r ocoivod 

$71
1
353,249 , 99 for rupcco mnd.o nvnilabl c to tho ll'edora.l Rcaervo 

llrulk of Now Yor l:, and tho nUIJI of $9 ,999 , 658 , 07 in &Ql d wo.o shipped 

to this country f r om I ndia , The i:~torcst item i!'lcludoa , wit h 

tho e xcepti on of C\lbB!I ~d Grook intorvst o..'ld of tho p11rtinl ~ 

mente of $3, 265 ,802, 51 mo•1tionod on P."l\tO 57 on ooc:nmt of Ruaoi o.n 

i ntorcat , tl:o L'.!DOU!'It rocolvod b::t t ho Unitod StGtoa on its nd­

vc.ncoa to for"i!:ll Govor=nta , 'rho contrl butio!W f or r olio! 1n 

tho atntomonto of Briti~h, Froncb, and It~li~ ~pondituroa in­

clude n.'l i tt!l!l of ~16 ,000,000 , which oo.ch contri buted towar d tho 

r ol i of of tho pcoplo of Auutri n, '1':10 Frc·tch oxponJ.lturca a.lao 

i neludo po.rt of tho noount provided by t ho French Govot"MMcnt 

townrd t ho r elief of t ho pooplo of FrMCo :~nd Bol(tium. Almoltt 

the whole of t ho ndvancoa t o Ro\ll!tlJli n a.."!d Serbin, n.nd considornbly 
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moro than bD.11' ot those to :Bolglum and t ho Czocl\o-Slovok Ro­
pubUc 'II'Ore tor roliof, Tho TroMur:r'• progrt.L<Il of lldvtlnceo 
f or r eU of during tho period between llovombor 30, 1918, and 
June 30, 1919, """ largely baaed upon r oporta from t ho .t.meriAAn 
Relief .l<bdniatration, which r oproaented tbat thay wero noconar:r 
n.a a military moaaure to prevent thAI aproad of anarcey; and e. 
eonsi derabl o part were made upon tlto) condition the.t thq ohould 
be expended thro\l(;h the ."J:Jerlcan R8 11of 14zldnhtrati on, • 

':'!le followi"" ate.tement gives i n round mill i ona of dollara a oum~ 

ot t:1e expenditure•, by classco, r oportod by oach government as he.vint; 

beon mde in tho Unitod Stt.Ltoa for tho period April 6 , l!ll? to November l , 

1920: 
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A. StTJJUAY Oi' l'Ki> i:;Xfililll'!'U:1bS , BY CLA.SS!:S , ~:ill BY 
'l'S 7CR:;IGY JO-nz.-~i?S S:::Ciitz.:> .o\S !.AlE Dl 'l'KS 

:OO'n'!D SU."'SS S3'l''iiiZi APRIL 6, 1S17, .L.'!: liC~ 1, 1920. 
(In oilliona of dollaro) 

mendUurea: 
ll'.llli;icr.s, i:>c1·:din . r .. -:;ow:ta 
~U:>itior.s ! or other ,overnments . . 
::Xcb.a.'".ge a.-.d cotton purchases .. .• 
c ereals . .. ..... .•.•....•........• 
Other fooC.a •........ ..... .. .. .. , • 
Tobacco . ....•....... . . . .. .......• 
Other auppliea •.•...... ..... .. ..• 
Tranaportat ion •............• ....• 
Shippir.,: . . .. ........•. . •.•...•... 
Re imburseme:>~ a •.•.•.•..• .•. •. .... 
Interest ... .......•... . . •. .... .•. 
Uat=1t1es ........... . .. . ....•..• 
Relief .... ... ............. . ... . .. 
Silver ..•...•.•.• •..•... , •••.• ••. 
? ood ~or j 0 ,enern R~oaia .•• •.•... 
Purchases from neutral& .•..•.•.• • 
Special credit ~a1not credit• 

to be established for United 
States Governoent w&r purchases 
in Italy . ..... .. ............... . 

lliacella:>eoua .....•.•.......•.•.• 

Total 

2,493-6 
205-5 

2 , 61!lu 
1 , 422. 5 
1,629. 7 

14; . 1 
613 .1 
136.1 
l?J.4 

1,872-9 
730-5 
648.2 
538.2 
267-9 

7-0 
18 .7 

25.0 
l6S.6 

Great 
Britain 

1,330.6 
205-5 

1, 682.4 
1, )75-4 
1, 1£9 . 2 

99 -2 
215-3 

45.9 
19-3 
}87 - ~ 

353-5 
1&.0 

261. 6 
7-0 

47.7 

Franco 

827.2 

806.6 

~?-2 
'l<J.7 

276.6 
32- 5 

122.4 
1 , ~5- 13 

268.5 
289.7 
143.1 

6.3 

41.3 

1 tal:r 

259 .1 

87.6 
41. 13 

1'41.4 

6).5 
99·9 

.s 
7SU .O 
57.6 

16.0 

Be1s1u:n 

14.1 

5-3 
22-2 , .? 
z.l.t 
1.5 

2}. 2 
ll.C 

3-1 

Ruaaia Other 

5!-7 

53-2 

1.7 

119 .J 
2.2 
l.) 
.6 

1!.1 
s.o 

J.l 

CO\llltrieo 
1 

3-9 

15.0 

l.2 

'Jn.6 

17.0 
-----------------------·-------------------------------------------------

Total reported expenditure & 13. 740.8 7,219.4 4,196.2 1,651.13 3513-5 179-2 135-7 

(1) Cuoa, Czechoslov~~. vreece, Liberia, ~~ia, !ugoslavia. 

. - ~~~--- - -- --~-
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4 stllGW!Y 01 '1'1!! UPA:l!DI'i'lll!KS, BY CL&SSIS, UP<BfiD liT 
Till i'Ci!JlG)I GOVEIIIOODJ1'S SPiCUI£1) AS IWll Dr '1D llll'f.i!D 
SUDS !IS'tiZ!ll APRIL 6, 1917, Alm liO'fEIOIEil l, 1920. ( ContiJmed) 

(Ill a!llions o! dol lara) 

Sour co a of tltnda uaed to 11!6et 
u pendit ure: 
det caah ad~anced by United Statea 

to :Fovectber 1 , 1920 • 
del.oiburaementa rrem United Statea 
ad~ancea to other government• ... 

Dollar pa,yoenta b,· l?ni ted Statea 
Oooernmeot for foreign 
curreociea .•...•••• . .•.....••••• 

Proc.eda from rlliMe credi h and 
t;old rroa Ind.l.• (~nt for 
a1lnr purchaeed) ...•....•..•. .• 

Frco other aourcee ...... . .....•.•• 

l'oul 

9,466.3 

1,372-9 

1 ,490-5 

31.4 
&29-7 

Greet 
Britain 

4 ,196.8 

1 ,85}-6 

449-5 

81.11 
63s.1 

i'ranco Belgium 

2 ,566.0 r , 631.11 349-2 

19.) 

1,025.4 14.4 1.2 

185-5 6.0 3.1(HlDU8) 

lt<7-7 135-2 

-z .5 ·5 -----------------·---------------·--------·- ·--·----·-------------
Tot~ . ... .. •. ....... .••••. ... ...... . 13,740.8 7,219.4 11 ,196.2 1,651.8 356·5 175 .2 135· 7 ===================================== 
• Ca ah &d~ances to ,loveraber l, 1920 (not) as ahown abo~e •• ... ••.....•. , • • . • . . • • . . • . . . . .. .. .. .. . ~ 

Rep8¥Q10nta ;o llov«.be.r 1, 1920 ................... . .... . .. ...... : ......................... ._ .. ~ 
Tot~ caah adorancee to Jlovember 1 , 1920 •.••.•.. •. •..... ... ... . ....•• . ••.•..•.•. . .•.... • 

C&ah advancee sine& i':ovecber 1, 1920: 
lt~y, J.:arcb }0, 1921 .......................... ... ..... ... .... $16.7 
Csechoalovu1a, lla.y 29 , 1922 . . . .................. . .. :. .. • . . .. . .7 
.. reece, Act i'ebrua.r:r 14, 1929 • . • • • • • • . . • . . . • . . . .. . . .. . . • • .. . • . 12.2 

Total cash ed:varoea ae ehown on pa«e 15 ...........•. ..... . .....• ........•..••.. ...... . . · 
~ 3Xclua1~e ot $5.000,000 conditional ad~ancea to Russia not availed or and returned. 
( l) Cuba, Caechoa1oYUie, Gr eece, Liberia, auman1a, Yugoa1av1.a. 

(~:1l1hna) 
$9,466· 3 

llll . 5 
9 . 580.3 
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SALS OF Urt S"..:PPLI !S O:{ C?.EDIT 

Undor authority of tho Ac' of July 9 , 1918, t ho Proaide~t , throueh 

tho hood of OJl,Y exocutivo dopartmont , w:\S authorized to uell <l.'\Y aurplUD 

war aupplioo 0:1 such tormo on tho ho:.td of such deportment d.oocod. expodiont , 

On February 11, 1919 , th~ S erotary of ~ar. by direction of the Proo1do~, 

cr<>Btod t he United Stntoo L1quidl1t1on Col!l!liea1on - J'IU' Dcpor tMOnt , "h1rJ1 

wtl:l hoc.dod by tho lot o Jud,eo Sdwin :S . Pnrl<or , ~-1• eocmicsion wan or c t cd 

for t ho purpose of diopooinc of .L'llorica' a •met etoroa of surplus ""'r 

supplioo accumulated in Europo , princi~lly in Franco, for usa of tho 

Amoricnn Expodition4l"'J E'orcoa , n."td •to s ot t l o oll c l n111Ul nnd :..ccounts bohtoon 

J.lliod Governments and t~oir n:-.tional:l "n the ono part rutd tbo United Stnt co 

'llnr Department on tho other part, grovint; out of or in ""¥"1so connoctod 

with tho wnr.• ~no Commi aaion, in i ts r oport of~ 31, 1920, indicct~d tho 

b:ta iu on which the supplioa d1uposod of woro voluod, Tho supplies woro sold 

to t ho various count r i oa shol'lll in t h o table on poco 15 of thia momorondum. 

Tho Colllllission rocc-ivod oblig:>tio:~s fr<>t'l t ho govornroontc purchnsing t ho aup. 

plica payabl e nithin f~a t hroo t o ten ;oaxc, ni th i ntor cst at tho rn~o of 5 

por cont por n:l!nll'1o Tho d:ltoa o.nd o.mounts of t ho oblil;lti<>ns so ncquirod frcm 

each ~ov~l~cnt c.r~ includo~ in t to atnt~ont abnnn on pngos 326-328 o! t uo 

Combino~ Annual Reports. 

I n 1\dditi~n to tho &'l.loc of Rurplus aupplioe ::l<\do t>:r the Unitotl Stn~ .a 

L\quicll:>tio:~ Couriscion , th• Sucr otnr;T "f J:-r :ut<l t 11o Sx r :>t lll')' ?f tho Nc.v-; 

nleo col d nupplios " n crc:lit unde r tl.o Ac .. of J ul:; !l , 1918, for rohich t ha;r 

ncquirod obligntions of tho pur<:hc.sing ~vor:1n0ntn. All of th.eAo obli:;t>tio:w 

boro intor oat at tho rnto of 5 por ce:~t por Brun>O ~~oopt those r oc oivod 

!roo ll1carnguo. , Tthioh boro i ntorost nt tho rc.to of 6 por cent por nn:tun, 

and o.re incl•1dod in tho ota t coont on J>'lr.CO ~26 and 327 of tho Ool:lbinod 

r 
;. .. 
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Annu.al Ro:porta, Since th9 !>llbllcation of the Combined Annual Re:poroa 

additional obll,<:atlons bearillg interest at 6 por onnt per 11mn1:1 bavo boon 

reeo1vod from Nicaragua in the •= of $?-65,245.00 , nnd a cr edit in the 

I'Uill of $11,522, 50 was allowed lhlnr.lnia as being the wlua of cortoin natoriol 

acquired by tho United States from tbot Oovornmont , 

Tho total principal amount ot obligntiona acquired on account of the 

eoloa on erodit by the United Stnt~a Li quidation Commission, tho Secretary 

of lia.r , o.nd tho Secretary of tho !la'r.f , undor tho Act of July 9, 1918 , woo 

$595,386,104, 79, ( This amount 1a oxcluaivo o! $3,736,628, 42 acquired cy 

tho Unit~d States Sh1pp1ng Bo:\r~ l'l'>ort:oncy n oot Corporation for aervicoa 

randorod. Soo J>O«o 14), 

IV, SALE OF RE!.IZF SVPPLIES ON CREDIT 

Amgricon Roliof Adm1n1atrat1on, - Tho Act of February 25 , 1919 , 

appropria ted $100,000 ,000 os o revolving fUnd until Juno 30 , 1919 , for tho 

port1c1pot1on by tho United Stotoa , in tho diacrotion of tho President , 1n 

tho f'urnishi"G of !"oodatuffa and othor ur,l~nt supplioo t o populntiona of 

cortoin c~~trioa of Eoropo or c~~trioo conti «UUUG ther eto, Pros1dont 

Wilson dolcgntod to tho ~r1cnn Rollo! A~n1otrot1on , ~ch ~ hoadod 

by tho Houorablo Harbert Boovor , t ho authority ot equitably diotribut1ntr 

tho r oliof oupplioa 1n nccordnnco with tho prov1e1ona of tho Act, Out of 

tho n1'7>roprinti on of $100,000,000 tho oum of $95,050 ,391, 08 ..as o:q>endod 

ior which thoro wor e do11vc r od to tho TrGt.\aury obl1t:Dt1ono i n tho pr 1nc1pol 

amount of $84,093 ,963, 55 f r on vnri oun foro1$0 covorn!OO:lto, Appr'>ximotol ;r 

$10 ,900 ,000 =• apont :·or child foodinc; and ntMr chnrltnbl o oarvi cos for 

which no oblig~>tiono ucro tok:un. .l full report of tho llxpendituroo undor 

thia cuthorit.,. ao.a oOdo t'> tho Proddon·~ undor <Into of Scptcobor 25, 1920. 

295 
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This r~'J>Ort \/all printed in tha Congressional Record.D of Jo.nuary 6 , 1921 

and Doeeober 18, 1930. The datto and &:!>:>un~• c.t t!la obli?-tiona eo 

acquired from anch r.o~or--~~t are ehown on p&le 327 of the Combined Annual 

Report a . 

U!!itcd States Grnin Corporation. - 'nle Aet of !larch 30 , 193:> . 

autho•·izo<!. the u ni ted Sto.te8 Gr~<iu Corporation, with tho app:-ov:\1 ot tho 

Socre~ory of the Troaa~~ . to sell or dispoao of flour in its poaao~aion , 

not to exoead 5 ,000 ,000 bar:-cla, tor cash or on credit a t :mc:t pric~a a::ad 

296 

on auch t orma or conditions na ~o~ni1orod !IOCO&cary to relieve th~ populationo 

in th3 count ries ot ~pc or countries cont13UQus t~oreto ~eri~ for the 

want o! inod. The An:oric= Rel~of A1mi:uatl·a.t1cn acted na tho fiac3l age11t 

of tho United Statoa Grain Corpot•ntion in diopcn31ng thin r..liof. for 

th~sc auppl i oc thoro wor e dolivc rod tc t~c Tr0c~y obltgationn ot for eign 

;:ovorm::onta in the nrincipal amou."lt of $56,858, 802. 49 , Tho date" and ooou:1ta 

of tho obligo.t.ions oo llCqui rod from onch c;ovc:r=ent a.ro r.ho= on pn,.o 328 

of tho Com11nod .:.rutu.:>l R"'DOrto. 

V. TRANSPORTATI ON Si'l!VICES 

1"-e United Stntoo Shipplnj; !'):.rd ac:ui:'Od obli~tiono in tho ~ot 

princi pnl omount of $3, 736, 628. 42 fro" t <1c Qcv.,rnn...nt o f Pol~d for trn"!spor­

tntion cervices re'ldorc d ".hot government in cox,ecti~n with th~ ohipnont of 

aupplico to Poland. Tho Shi'P'Pi"': Boru-i tr.-"\\forrod th.Qoo nblit;:l".i ona to 

tho United Sto.tas Troo.nury tor "ollocti::>n. Th: date: nnd e.mounto of D"i:Ch 

obligotiotlll are included in tho ato.temont bo•;i:u1i~ on pii.!;O 326 ot t ho 

Combined .Lnnuol Roporto, 

stJl,CIARY 

Tho follorlu« etnt01:10nt ah.Qn tt~ principa.l ~unt of obligot! ona 

o rio9-lll>lly acquired t roa oacn foreign GOYO~ undor t~o Acts ot Congrc .. 

apocifiod c.bovo , includill!: t hoao ncquirod by t ho United Stntoe Sll i ppint; Boo.rd. 
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PP.I.'CIP.ll -'J!Cmr:' O'J O:ill.IGATIOli.:i OF :OREIGll GO'P.Jl!il£311'i'S O~IGllU.l.LY .lCQ'JL'I!l:l r::IIS!l 'l'iB T.4l!IOVS .iC'rS 01 CO}rGJil;ss • 

Country 

Total 
principal 
=o=t of 

obligation• 
received 

un<!er 
Liberty 

i!o!ld Acts 

Armon1a •..•.... $ 
Auatria .. .. . . . . 
l!el&1um •• •• . .. • 
Cuba ...... . .... . 
C:ecboalovakia . 
Eatonie. ...... . . 
Finland ....... . 
France . . ... . .. . 
Great Sritaln • . 
Greece •.... . ... 
H~y .. . .. .. . 
I t a1y ....... . .. 
Latvia .... .•..• 
Li borio. . . . ..•.. 
Lithuanin ...... 
Nicaragun ....•• 
Polo.nd . . . . .. .. . 
RUII>IJJl1n .. . . . • . . 
Ruaeia . . .. . .. . . 
Yucoa1avin 

3:.9, 214,467. (!9 
10,000,000.00 
61,S7li,o41.10 

2,997.477.&00.00 
4.277,000,0CO.OO 
!/27 , 167 .ooo.oo 
----·-·---·-----

1, 648,034.050.90 

26,000.00 

25 ,000 ,000.00 
157 .729 . 750-00 

25.700,465-56 

ro~al prir.cipa.l 
&::IO'mt of 

obligations 
received for 

aurpluo auppl1ee 
sold on cred1 t 
under act of 
July 9, 191S 

$---------------
29.672. 732-54 

20. Co4, 302.49 
12,213, 377-SS 

-------·------4o7. }41,145.01 

2 , 521, 869-32 

:otal prineipal ~otal principal 
~t or obli- acoun~ of obl i ­
gation• received cat i ons r eceived 
for relief l"'q)- for relief "'!>"" 
pliee furniahed p1iea furnisr~d 
on cr edit under on cr ed i t under 

act of ac t of 
?ebn~&ry 25, 1919 Marel> 30, 1920 

6 ,426,089.15 
1,785,767.72 
8,251,926.17 

2,610, 417.82 

822, 1)6.07 

Total 

$ lt ,959.917-43 
24 ,()55. 708.92 

379 .0S7,200.43 
10 ,000,000.00 
91.679. 671.03 
13,599,145.6c 
S, 2Zl ,926.17 

J ,b04,alS ,945.01 
4, 277.000,000.00 

27 , 16],000.00 
1, 6s5, S}5.6l 

1,64e.o}4 ,o;o.go 
5. 132,287 .14 

26,000.00 
ll ,9n, 62s.o3 

4)l , S49. 11i 
159. 666.972. 39 
37.911 , 152-92 

192, 6o1 , 297 .37 
51.758,486.55 

· lf Includea $12,167,000 ~thori:ed under the act of February 14, 1929· y Incl••d~a $3, 7)6,628.42 ocquired by the United Ste.tea Shi!'PiDg Board E:oorganey :.:leet Corporation for aervicea 
rendere:i. 
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~o 1'ollowil!l; atateme~:t sbowa tho abo-.o ocntionod obli-:ationa oopo.rnte:l t nto 

Pr~rmintieo &r.d Poot-Armiatieo indobto~ooa: 

Countey 
?ro-Armio t ieo 

MBh loans 

Poat-.lrmiatico 
\l'ar oupplios and 

Caoh loans roliof aupp11os 
?otnl 

I ndout e<inonn 

Armonio. ....... $ $ ------ $ 11,959,917. 49 $ 11, 959 ,917. 49 
Auotria ·· ~• · · • -------- 24,055, 708.92 24 ,055, 708.92 
:Belgium • •• , • , • 171 ,780 ,000 177 , 434 ,457. 89 29 ,872,732. 54 379 ,087 ,a'0 . 43 
CUba •• ,. , , , , ,, 10,000,000 ----- 1o,ooo ,ooc .oo 
Csoeboalov:llda. 61 ,974 ,041. 10 29 , 905, 629.93 91 ,879 ,671 ,03 
Estonia •• , , , • • ---- 13,999,145. 60 13,999,145. 60 
Plnland • • , , • , , 8 , 281 ,926,17 8, ?.81 ,926. 17 
f-r3.nCo • • • • • • • • 1 ,970,000,000 1 ,027 ,477 ,800,00 407 ,3-tl ,145.0l 3 , 404,818 ,945, 01 
GrMt Britain , 3 , S96,000 ,000 r!l , OOO ,OOO,OO 4 , 277 ,000,000.00 
Grocco , , • , , , • • 27 , l o7 ,ooc .oo 27 ,167 ,ooo.oo 
lJu.n.Bo.ry • ••• • • • -·- 1,685 ,835. 61 1,685,635. 61 
Italy ••• ,, ,. , , 1,031,000,000 617 ,034,0:'0. 90 1, 648 ,0 34,050 ,90 
Latvin , , • , , • , • 5 ,132,287. 14 5 ,13?. ,287, 14 
Libe riA •• , •••• 

____ , ___ 
26 ,000.00 ---- 26,000, 00 

L1 thuani.D. , • • •• ----------- 4 ,981 , 6ZG,03 4,981,&28 ,03 
NicArngua •• ••• --·----·--- -------------- 431 , 849. 14 4:!1 , 8~..9. 14 
Poland •, . , , . . , ----- ------------ 2159 , 666 ,972, 39 159,G66 ,972, 39 
RWI'IDo1\1C. •• • • • • • -- 25,00:> ,000. 00 12.911 ,152.92 37 .~11 , 152,92 
Ruce1a , , • • , , , , 3187.729. 750 ---------- 4 , 871,~7.37 19< .~1 , 297.37 
YU&Qalavia • • • • 10,605,000 16, 175,465, 56 24,978 ,020.99 o1 , 7c:l , .:.S3, 55 

$7 ,077 ,114 , 750 $2, 533,288 ,825. 45 $7.;() ,075, 499 . 25$10 ,350, -!79 ,074. 70 

1 Includes el 2 ,167 ,000 authorized. undor act of J'Obl"Uilr)' 14, 1929. 
2 Ineludoa $3 , 736 , 629, 42 ne<rairocl by t~ 1initod Statca Shtppi.'lg lloard ~org.:.ney 

:M.oot Corporation, ror uorvieoa r ondorod. 
C:Xoluaivo of $5,000 ,000 conditioMl od.vG.:teo not av:..ilod of o.r.d rotur:>od. ( Soo 

3 pl\60 335 of Cont>i nod Report a) . 
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VI. SE'l'TLE:.!E!ITS 

In 1921 and 1922 tbo World was in a otate of financial dioordor, 

!lo dobtor nation could bavo paid its debt to the United States b84 po,yment 

beon demanded, l!aey or t OO.. wore unable t o pa,y tbo interest rat• of 5 por 

coot call~ for by tboir obligations, Only wi t h time a:>d 1110re otablo 

conditions could tho poooibility of sottlomont arise. 

Roco;t:>idng tho ~act that tl:e debtor nations could not pa,y on dellnMd, 

Co:>greeo originally LIUthorizcd t he debto to bo f'undod on not lo"'):or thAn n 

25-yoar basis and at not loa• than 4-1/4 par cant intorest . Tho Act of 

!obrunr:y 9 , 1922 croatod tho World ibr ')'l)rol.c;n Debt Coo:mission, eontiltill« 

of <ivo o~bers, wit~ nat~nrity 

1 to r of\uld .,r C'):>vert a.~d to oxtond tho the of 
?"V1Dont ?f th~ ~rincipnl or intoreot , or bot!; 

'-of Otl;{ ?bli~;ntilln .,, any foroil,lfl ll')Vamnont now 
hel d by tho Ur.lted Statco or koor ica, or a~ 
oblir.ation or any foroi~n governmont her eafter 
recoivoe by the United Statoo of ~erica • • • 
arioi"'' ou~ of tho World :'lnr, into bonds or other 
obligation• o! ouch forci':" t;ovura:~onta in sul>­
atitution for tho bonds or othor obli~atio~s of 
such roverr.oonts no• ~r hcroaftor hold by the 
Uni t ed St!\tOe in 8 '1Ch f?m am of such ter:os, 
conditi~nn, date or dates of maturity, rat e or 
retes of intor~at , end such security, if any, 
wr~ch eholl bo doamed f~r tno boot intorosts ~f 
tho Unit od Stntoa ~f America," 

with the pr?v1&o thot tho Co!lllliGsion """ no~ o.utl\J>rhod t? extend tbo timo 

~t maturity beyond Juno 15, 1~47, aLd that tho rate of int er oot ~n tho 

tunded obligati~n• olmlld DOt be lean than 4-1/4 por cent por aruam (r.-Ad­

IIIWII rat e borne cy tho liberty bonds) . .1. copy or t he .let o! 7obru.&l7 9, 

1922, will be found on pafea oix and so•on o• the Combined JnDual Rcporta, 

Rritiah Settlement Rnd A~ended 4athority- Tho British Government 

299 

oont n Commission, compo3od or ita Cboncollor of the EXcheQuor and the Governor 

ot th• Rank of England, to t hu United Statoo lato in Dec~bor, ~922, for 
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purpoac of negot i ating vit h t ho Acoriean Co~iasion for tho settl ement of 

the indebtedness of Great Britnin to the United Stntea, A!tor sovoreJ. 

mM tings the conclusion was rCIOChed toot tho roatrietions tcpoaod by the 

~ 0 

Act of FebMID.cy 9, 1922, l!llde it impooaiblo to malco aey aottlomcnt which 

would bo within the cnp1101ty of Gront Britain to fulfill, I t """• thoro!oro, 

doc i dod t o draw up a t entative sottlomont .nth tho Bri thh Covorn::10nt much 

provided fer ~nt ovor a poriod of 62 yoars with inte r est ot tho rnto 

of ~ f or tho fir~t ten yoars nnd 3-1/~ for the rc~ining 52 yonrB , and 

to oubmit t ho anttcr to tho Prooidont with t ho Comcisoion ' s roeomm~tion 

that it bo npprovod n."'d cul:c1ttod to Congroos for ito eonsidornt i on, 

President Hnrdi ng' o mesBngo of Februnry 7 , 1923, embodying tho Cocmi osion' s 

report , will be f ound on pcgoo 96 to 100 of the Col:ll>i nod .Am-,unl Reports of 

tho CotltlioGion, 

Tho Act of l obru:>ry 28 , 1923, Mendod tho J-ot of l obr""'7 9 , 1922, by 

aut horizing t ho aottlooont of t ho indobt od."'oes of t ho British Govcrnt.IO!lt 

to tho United Stotoo on the t orr2 r ocoooondod by t ho Co~asion , 1ncrJOa1ng 

tho oonborchip of tho Coonicsion froo !iva to ei~t, and authorizinc settle­

menta with ether governments indebted to tho United Stntoe to be mndo upon 

auch to:mn no tho Commisnion bolievod to bo just, eubjeet , however , to tho 

approveJ. of CoDgTosa, A copy of tho Act of February 28 , 1923 will bo 

found on p&eoa 105 and 106 of the Cocbinod J.rumD.l Roportc, Othar eottl cmonts 

wer e e~booquontly mado on t ho boaia of t ho cati mntod ability of tho dobtora 

to pG¥
1 

~ch sottl=nt rooohcd tho approvnl of Coft41'oea before it booaco 

effoctivo, 

Bpaia of Computnt i ona, - Tho obli~tiono of tho Briti sh Government 

nequirod ey tho Unitad Stntoo u."'dor t!lo Libert:! Bond Acta for onah lldvnncoo 

woro ~blo on da'!lLUld Md boN intorost nt tho rnto of fff, por annuao In 

Soptonbor , 1919, the Socrotnry of t ho Tronsucy nnnouncod that the Tro:>IIUX')" 
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Traa prepared to diecuaa with ih fon!gn debtors the qut~Rtion of convnrtin,; 

their demand oblifiO.tiona held by tho Unit ed Sto.tea tor co.sh MVMCea JMde 

under the Liberty bond acte, and at the a01:1e time to diocuaa the oattor of 

fUnding the interest accruing over a period of t~o or three yeera on such 

oblir;ationa. llhilo no agreement vas concluded, the 1nte.-eat which bM nc­

c rtlDd sinco the Spring of 1919, lrlth the oxcoption of $100,000,000 )>IUd on 

account in October o.nd Novanbor , 1922, had not l:een pnid. It """ e.:;:-eed in 

the British settlement t hat interest would be computed at the rate of 4-1/4~ 

por Wlll1llll froa A.prll 15 and lla.y 15, 1919 , t!le datos to nhich l• ... t p!lid , u:p to 

Docombor 15, 1922, the do.te o.s of uhich the debt vns aettlod, 8lld thet free 

the omount of thh occ"'->d o.nd unpaid intorea t there vould be deducted the 

~onta oggrcgat1n.:; $10~ ,000 ,000 I!IQdo in October and November of 1922, 

together nth interest on such omount at 4-1/41/. from the date of payment to 

Decombcr 15, 1922, and t<le 'bolance , oxcept for c. payment of $4,128,085. 74 

m."\d.o by the :Britiah Gov,' .-nment to round off tho omount found duo , nould be 

funded under tho dobt egreomont. 

Tho omount of tho occruod Md un:paid interest 1nchld.ed in the oottlo­

mcnto m..'\de uith :!:atonin, !'inland, Latvia, o.nd Poland was olao computed 

et tho ra te of 4-1/~ from the d.:\to of t ho reapectiva obli&D.Uona or from tho 

do.to to nhich btorest r.es 14st ]):!.id in oach c:nse Up to December 15, 1922, 

end !'wlded na of the letter cl.l\to in tho et'IDo mo.nnor aa under tho British 

settlement • The Hun,::orinn D.nd Lithu.oni o.n eettlomenta t:ore mnde on the eeme 

bnah oxcept tru.t t ho inter oat i n the Huncnrio.n aot tlemont naa ccmputed up 

to Docoober 15, 1923, and in tho Lithuanio.n ecttlOCIO:It up to June 15, 1924. 

Tho negotiations !or tho :Belgi nn aettl~nt did not b~n until 

A"'>W!t , 1925. In thcae negotit\tiono the que11Uon OZ'o)IO na to whothor tho 

eot ,lemont should be Ol'.d.s c.a of Deeeaber 15, 1922 on tllo eane bneh aa 

th:\t o! tho Jlrithh sottlcoont , or na of aaoo later dr.to , with oooputo.t1ona 
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ad.juoted accordin:~l~. It tl8JI fi"'lll1~ Agreed to l:ll!ll<:e the aet r.1Eent 111 of June 

1 5 , 1925, to comput e tho accruod. and unpoid 1nt crnt on tha poat- att.1at1co 

dobt at 4-1/"" up to Deee:nbor 15, 1922, add the aoount t hereof to the 

priocipal , and to compute inte r est a t ~ per on:mm on tho toto.l omount then 

duo up to Juno 15, 1925. This basis o! cornputBtion wna followed i n tho 

aottllllllonts wit.h Czochonlovnldo. , J'ri\Zlce , Ito.ly, RU11XUlio., and Tu;:oalo.via. 

I nt e r est on tho i ndobt odncsa o! Crocco wns COCJpUt ed i n t his tWmcr but t ho 

:!if. r 11to ma appli ed up to J an1111r7 1 , 1928, 1ustr1o. reeoived apecial. t ren~oont 

similar to that accorded in tho aettlemonts made by it with other r elief 

crodi toro. I n the co.ae o! Czccbos1ovnkia t here wore aoce ditfor encea bot~con 

tho rocord.n of tho Czochoelovak Go•ornmont and tho War Dopo.rt&lO!lt rlth r oapoct 

to t ho purchaae of s urplus wnr ~mtcrial on credit. Tho w:10unt duo , Tlith oo-

cruod anll unpo.id inte r est on tho baaia of the abovo-ccntionod comput,.tion.c , 

aoountcd aa of Juno 1 5 , 1925, to $117 ,858 ,413. 94. In order not t o d~1o.y tho 

aottlooont it muJ agreed, however , t hnt the entire ar.ou.'\t should bo cotrprociood 

and set tled for the round s= of $115,000 ,000. 'lho llffor onco "as connidor od 

an a r eduction in tho accrllOd Md unpnid i nt orost . 

Tho Bolgi~ pro-ormiatico debt woe accorded opocial considerat i on bo­

ciXWio of eertai:l prociaeo 17!Uch Bol,P.U!l h:>d rocoivod ct tho P.:.oco Co:lforO!ICo 

mth r espect to ropnratir,n pcyomto t o bo r ocoivod froo Clom:II'IY ,.,;t tho pro-

ar::liati co dobts which Bolgi..n ot:oi to t ho Allied nnd .A.nooeintod Po.,ora . 

of t hose c ircUCRtu.ncos 1t wo.a ogrood t h'\t the pro-arr.>~tieo :1obt ohould 

BOCmliiO 

bo ro~~id ov~r n poriod of 62 yooru 171thout Rnf i".t or oat . ~ooao cpoetil 

conai~rotionc or o ~1$CUoGo~ on ~~ 40 to 42 , 167 ~ 168 , ond 17P to l eO 

of t ho Coobb o.!. Annulll Roportc. 

---oOo--
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The folloll'tn« 1a a table eholr1ng in each caae the pr1nc1po.l and 

intereat at the t1mo of tund1ng, the orodit llllowanoea, the ca.llh 

poytnentn upon exooutton of tho a;;rocmonta , and totl\1 debt aa fundodl 
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STArr"i'>;T SHO'fiiiG !':tDiCIP.A.L .tJ.'D Ilfi'El!:£5'1' CCUFU':'ED 15 '1'1!3 lU.T::S SPECLFIED IN m:B'l' 

AORE£t!EliTS Oll INDEl!'BDNZSS OF FOliEIGil GO\'ER!.'lo!SilrS TO THE 11Nl'l'iJ> ST;.1'lS J..T ?Il£!l OF 

FU!.'D!NG, CREDIT ALLOWANCES , THE CASH PA'll/llNTS ON EXECU'l'I ON OF A~S. AND 'l'l!E 

TOTAL m:&T AS ?UNDED. 

Credit al1owanceo 

____ ......Jll!!n!!Ode!<.!b~t~edn!!!!!!e.!!:ss!L!!a~t ...!t:.!illlh!l!!:.....!!of!.....!i'.J!!!!l1nd;!1.!!Jngg_ _____ Cash paymcn~s on exe­
cution or agreements 

Principal Interest Total 
Applied en Applied on 

funded 
debt 

------------ $ ,sss.oo 
Belgium. ... ....... 377,029,570.06 40, 417,797,234. 66 --------- -- 17, 234.66 417,7SO,OOO 

Czecbodo•tekla .... 91,879 ,671.03 25.978,742.91 117,858,41}.94 -------- .l/2,858,41}.94 115.000,000 

Estonia .. ......... 13 ,999 ,145.6o 1,765,219.73 15,764,365.33 g/1,932,923.45 1,441 .88 1},8}0,000 

Finland........... 8,281,926.17 7~7. 385 -10 9,009,315.27 -------- - 9 ,315. 27 9,000,000 

France ............ 3.340,516,(}l1J .72 684 ,870,643.17 4,025.380.686.89 386,666.89 - -------- 4,025,000,000 

Great Britain ... .• 4,074,618,358.44 529, 309, 727. 30 4,6o4,12&,085-74 --------- 4, 128,085-74 4,6oo,ooo,ooo 

Greece ... .. . ..•.•. lf 27,167,000.00 3,127,922. 67 30,294,922.67 2,922.67 -------- ---- 30,292,000 

5ungery ••••••••••• 1, 665,835-61 253.917.43 1,939.753-04 --- ------- 753·(}ll 1,9}9.000 

Italy .•...• . ..•••• 1. 647,s69.197-96 394 ,330,26s.3o 2.~.199.466.}4 199,466.}4 ----------- 2,o42,ooo.ooo 

Latvia..... . ... . .. 5,132, 287.14 647,275. 62 5,779 ,562.76 - --------- 4,562.76 5.775.000 

Lithuania. . . .. .. .. 4,981,628.03 1,049 ,918.94 6,0}1,54f.97 ---------- 1,546.97 6,0}0,000 

Poland........ . ... 159,666,972.39 l8,b9S,05J.6o 178. 565,025-99 - --------- 5,025.99 178,56o,ooo 

Ru::>ania ....... . ... 36,116,9?2.44 8,477, 479.10 44,594,451.54 4 ,\j5l.54 ------------ 1!4,59(),000 

YU&oslavia ........ 51,037 ,886.39 11,319.226 .00 62, 857 ,112.39 7,112.39 - ,------·----- 62 ,050,000 

Cash received 
upon execution 
of agreements 
Credit a.llow-

o.ncea •..•...••.•• 

Amount funded 

--~~--~~------~--------~~~~----~~~--------------~----~ 

$9 .864,238,203-90 $ 1, 722, 582,624.63 $11,586,820,828. 53 

4, 768, 6o6.14 

(1) 
ref erred t o on page 

(2) Allowanco !'or total lou of cargo of S.S. JOHN RUSS aunk by a mine in Baltic sea (See pa&e 27. 

(3) I I;~ twenty-year l oan of $12,167,000 authorized V kt of February 14, 1929 . 
Regraded Unclassified 



305 

-23-

Tho follol'lin.1; ahows in each cawo the clat o of ~he debt funding e,reoroent 1 

tho clt\te oe of which tho debt wna funded. , and the page r eference to ; u. ·llng 

o,areomente in tho Combined Annul\1 Roportn of the World war Foreign oo·ot 

Corm>iaeion and in tho AnnUDl Reports of tho Socrot"rY of tho Trc-:.ouey: 

Count a 

Auatrio. •••••• •• 
Belgium •• •• ••• • 

Date of 
We9!'!ont 

~ 8 , 1930 
Aug. 181 1925 
Oct , 131 1925 
oct. 28, 1925 
ll:lf 11 1923 
Apr. 291 192& 
June 18 1 1923 
~ 101 1929 
Apr. 25, 1924 
'Nov. 141 1925 
Sopt , 24, 1925 
Sept, 221 1924 
NoV', 141 19U 
ll9Co 4 1 1925 
~ 31 1926 

nato as of "hioh 
dol?t was funded 

JM, 1 , 1928 
June 15, 1925 
June 15, 1925 
Doc. 15, 1922 
Doc . 151 1922 
JllUO 151 1925 
Dec . 15 , 1922 
Jllll. 11 1928 
Doc. 151 1923 
Juno 151 1925 
Doe. 151 1922 
~ 151 1924 
Doc; 15, 1922 
J'ODO 1!3 1 1925 
J'WIO 15, 1925 

(a) 
171 
195 
208 
120 
257 
106 
(b) 
132 
222 
184 
144 
156 
244 
290 

Ozocho&lovo!:ia , 
Estonia , •• •.. • . 
F1 nl.a.~d •• •• " ••• 
France ••••• ~ · •• 
Great :Br1tai:l , • 
Grooco .•••• ••• •• 
Rungo.ey , ••• • ••• 
Ito.ly ••••••• t •• 
Lo.tvio. ••.,.,.,, 
Lit bu.onio. • , , , , • 
Polo.nd. •••• , , ••• 
Rumnnia •••••••• 
Y'\.160alav1a •• •• , 

(a) Annual Report of the Secretary of tho TreaeurY for tho fi.cal 

year 1930 1 page 316, 

(b) Amtual Report of the Secrot~of the Trealll')' for .tho ftaool 

year 19291 pe&e 308. 

Tho following shon for each government the amount of the debt aa tunde41 

the intorent tundod under tho dobt agreomenta , the amount tbat the Unit old 

State• will receive over the funding period on ace=t of int et'eet (exe1unive 

of intercet t o loe receiwd under the llor&tori'lllll .Ac>"eemante) , and the tot~ 
eaount to be received under the or1&1nal funding agreempzrtll: 

' .. 
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Cot:.ntry 

..... '"J.8tr1o. •.•..•• • 
Bel gium . • .•.. • 
;::echoelovald.:>.. 
i atonia . •• . .. • 
Fi:lleu>C: ....... 
ircne o . . .....•• 
Groat :arHain .. 
Gr&oco •••• . •••• 

aun,;ar;y ....... 
Italy ... . .... . 
L·\.;via •.•.. • . • 
: .. 1 thUMin • ••.. 

Poland • •...... 
.?.Utl:l.nia •• ••• • • 
Yugo alav ia •••. 

- 24-

s:,.u:w.iJl": SliJI'DiG Pnl'CIPiL OF DEBT ..lS Fl.lllm:D, Ill'l'!:R~ST FllNISD 1.lNllER AGl!EE!.cEllTS, 

~'D .MIOOliT ~ BE RECEIVED OVER Ftl!IDIIIG PERIOD Oil ACCOOlll' OF PRI!JCIP~ .Alii) DIR!i5S! 

Principal of I ntervat f'llnded Total pri.ncipal I~tereat ~1e 
rotal amount (prin-

debt u under ·"PB¥ab1o over funding period cipoJ. and intereat) 

fundod debt <.t!l'eamenta exclusive of ~t to be received over 

tundod (See Col umn 2) tund1ns period. 

$ 24,614,8<!5 $ ----·- $ 24, 614,885.00 $ ---- :j 2!. , 614,885.00 

417,780,000 ----- 417,780, 000.00 310,0')0,~.00 727,830 ,~.00 

115, 000,000 v 70,071,02}.07 185,071, 023.07 127,740, 10.81 312,811, ?,3·88 

13,8}0,000 2, 636,012, 87 16,466,012.87 21,241, 632·89 37 . J07 , 6\;5. 76 

9,000,000 ---- 9,000,000.00 12, 695. 055·00 21,095,055.00 

4, 025. 000.000 ---- 4,025,000, 000.00 2,822, 674 ,104.17 6,847, 674 ,104.17 

4, 6oo,ooo,ooo -- 4, 6oo,ooo,ooo.oo 6, 505.965,000.00 11, 105,965,000.00 

JO, 292, 000 2,:;o;.coo. oo 32, 497,000.00 5, 623,7(fJ. oo 30,120,760.00 

1,9}9, 000 43.555-50 1 ,982, 555-50 2, 771, 875.92 4, 754 . .. 31.42 

2,042,000, 000 ---- 2,042, 000,000.00 36;, on. 500· oo 2,407, 677.500.00 

5. 775,000 1,113,664.20 6, 888, 664.20 8 , 9()1, 858 . ~3 15, 790, 523. 13 

6,030, 000 402, 465. 00 6, 432, 465. 00 3, €37.076.57 15 , 06~ , 541.57 

178, 560, 000 28, 7s4.m.a7 207.344. 297 ·a7 274,3}0,48}.92 481, 67 , 781. 29 

44, 590,000 v 21,970, 560. 3 66,560.560. 3 55.945.699. 62 122,506,260. 05 

£2, 850,000 -- 62, s5Q, ooo.oo 32.327, 6.)5. 00 95,177, 635. 00 

$11, 577. 2to.8S5 $ 127, 226, 578.44 $).1, 704,487, 463.Wfft10, 554, 582, 592. 8.) ~$22,259,070, 056.27 

V Reprcae:::ta ill.fercnce tetwoe::> funded pr~cipal and total face Qma\lJlt of bonds dolivored or t o bo delivared 

under tht funding agr~elllo)nto, 'Obic'l -.~!"! J rdnco arises thr0\l8h permitting the ltOV6l'll:IIODt£ to fund a part 

o! th9 inter• at accruing over the :;;<.•l.;d~ specifi ed in tho a;::roemonte ( Czochoolovokie., fir at 18 ;yviU'&; 

Rume.r.ia, firat 14 y~s) , 

if Excluaive of $53, 8?0, 533: 27 i'ltur~• t on ];'11,\"lDElnte postponed cb.u-i:J8 tht;, f iscal ;year 1932 undor ~ratori'.lm 

agro~m..ntc (Sat. Jl84C } !;.); oxcluaive of intereat on principal amount& postponed in occordenco 'lfith 

torme of funding agreements in certain inate.nces ( See page 32) , and exclnaive of interest on principal 

~ount a not paid rhen dno (Soo pAge}~). 
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A. 11%C!U"Y of th3 dAta icluJ.cd in tr.~ f'lrc~1:~g a•.c.teaents ;: __ 

l nti'l.; • o t ha ii:debtednoas of fo:-Ci t>1 Gov~rn:o-,nta t o tl::o United Stn~ ... ~ 

ia 'ivun below, wi t!l '(Xlgo r efcro'ICOI to tho d<>tc'l-,.t etctCCio:>ta: 
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Prearmiat1ce debt: 
Casu advo.neea • ......• .• .. .. .....•..•. 

Poat~iotico debt: 
Can'l udvAnCOB • ••.••.••••••... ..• •.••• 

Total cash advances •••••••••••••• , 
·,ro.r SUP• lioa, Act July 9, 1318 • . • • , , . 
aolief uuppl1oa, ACt Feb, 25, 1919 ••• 
Relief suopliua, Act liar. 30, 1920 .. , 

Totnl \io.r aiXI R"lief wppli ec ..... 
~otnl Poatarmiotica debt •• .•••• 
'r-otnl prir.c1pnl of obligation• 

origir.al1y acquired , •••. •.• , , 
Leas principnl amount of obligations 

of countrieo which have not funded 
their indobt cdnoca to the United 
States, ott er deducting principal 
peymunta ( Armoni&, Nicaragua, and 
Rus!lln) • . ••. •...•.....•.. . ...... .. ..• 

)rodito: 
Rop~oout of principal , •••••• . • . .•••• 
Special credit nllowed Estonia , •.•••• 

Pri ncipnl funded ( net) ••••••••. • .• 

Accrued interoat to date of settlement 
Leo~ caah roceivcd upon execution of 

U«r eomonta and applied on interest. 

Leaa amount allowed 1~ comoro~ise 
sott1anent with Ccecbosl~vakia ••••• 

Total principal debt as ru.ndod • , 

Intureat ~nded under debt agreement• " . 
Int~root to bo received over ~nding 

por1od.P •.. , .......... ... .... ... .....• 

Total pr1ncipol and interest to bo 
rocoiv~d over funding periodo , ••• • 

S~o 
P~e 

16 $7,077, 114, 750,00 

l G 
16 
15 
15 
15 
16 
16 

15 

35 

7.33 
84, 093,903. 55 
56, 858, 802. 49 

740,075, 499. 25 
3,273,364,324. ?0 

$10, 350, 479,074, ?0 

204, 851 , 113,64 
10, 145, 62?,961,06 

31 y 281, 990,396, 99 
22 ----~1~·~9~32~·~9~23~·~4~5--~2~83~, 9~23~, 3~Cl0~.~44 
22 9,861, ?04, 640. 62 

22 

22 

24 

24 

1,722,582, 624. 53 

4, 167,966.31 . 
1,718,414,658.32 

2, 858, 413.94 1,715,556,244,38 

11, 5??, 260, 885.00 
12'1,226,578.44 

11, 704, 48?, 453,44 

~ 10, 554, 582, 592.83 

~ 22, 259,070, 056,27 

I nc1udeo $3, 736, 628, 42 acquired by United Statoa Shipping Board lmor~ency fleet 
Corporation for aervicea rendered. 

Inc1udea $600, b39, 93 caah received upoc execution of aereanenta and np~1 ied on 
prlneipal , 

Sxcluahe of ,f53, 8?0, 533, 27 eddl tional int ereat to be received under 1:10ratoriua 
( 1932) agreement a. ( See !•etlO :19. ) 
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Coneessiong in Pebt Sottlements . - Much contusion prevnila aa to the 

coneoaa1ons made b;o tho Unit ed States in tho dobt sottlcmcnta concl n•r. 

with ito fcreS&n debtora . It ahould be recoenhed 4t tho outset that 

tho United states in ih aottlements with ita wrioue debtors did not , 

with one exception, directly cancel anT of the principal of tha dobt, 

This aol e exception llrCIO in tho eettlemont eoncl~ed with tho Government 

of Estonia, under which the United St ates Q6reod ~o a reduct i on of 

$1 ,9~2 ,923,45 in the principal of the Estonian debt because or t ho loaa 

of a cargo of surplus war material sold by tho Uni ted States to Eatonia 

OJl4 des troyed who.n the atellmahip JOHN RUSS wu aUilk by a mine in tho B&ltic 

Sea in September, 1919. 'Jith this exception tho only reduetiona under tho 

a,bt aettlementa wore reflected entirely in a reduction in the interoat rata , 

na indicated below. 

The obl igations originall y acquired by tho United States from ita 

foreign debtors generally bore interest at the rate of ~ per annum, In 

a very f ew cases the rate wu &f,. T'ne fundin& agreements made rlth tho 

t'ordgn debtor nations provide for ~enta over a period of 62 yean 

(except in the cllso ot' tho Austri an set tleoont , ~hieh provides f or a period 

of 40 years) , wi th intoroet 4t vorying rates , 411 consi derably under &f., I f , 

therefore , the PBI/IIlenta to be received over the funding period under t he 

vari ous debt aet tlemonta are discounted on a buia of a rate of ~ per 

annUli , payabl e aemiannually , the S1liD of $5, 888,000,000 ia arrived at as t he 

preaont worth of the debt aettl ornent a on thia diaco\~t buia, ao o! the 

v&ri oua dot es on which t he ae t tloment a became offectivo. Tho total amount due 

ao of the data on which oarh aattlemont became effective , incl~in& accrued 

and unpaid intaraet up to ouch date at t ho or~&inal r...tea of interaat , waa 

about $12, 090. 000,000. ~ llifferenca , therefor e , betueen t:aie f J.cure 
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and the :pr .,aent rorth , or about $6,a:>o,OOO,OOO, rO'Oreaonts , i n effect , tile 

concessions granted under thu 1'\mdin.~ agreements as <lOJnpared with the ori.o.;i­

nal contracts. 

This difference , or eoncoanion, ia duo entirely to a r educti on in the 

r a te of interest, It does not r o:preaent nn actual loaa to the United Statoa 

nnd should not bo so interpreted. Tho loaa to tho United Stetoa Govor"'IDDnt 

will bo ro:proser.tod by tho difforcnco botwoon tho t otnl IUIIOtl!lt of 1nte:·cat 

tho United Stntoa ~ya on ~ocount of ito :public dcot incurr ed for the 

J>llrPQSO of raiaing funds to loo.n t o forciiJl govornmcnta !L'"ld tho total 1\m:)unt 

of into•·oat rocoivo.: by the United Stntoo froo foreign govornmonte on account 

of thoir 1ndobtod..""lona. It 1o not poaaiblo llt this t i me to com:puto such looo. 

Tho aubjoct of cnnco~lation i s diacuoaod in tho copies of let ters a~ 

ing on pages 302 nnd 306 of tho Combined AnmiDJ. Reportc. 

Proaont Vol.uo of Er.<:h Settlement . - Tho following stntcmont aho\19 tho 

opprorltnte lltlOwtt <1;uo fr-n eech govcrii!!IOnt as of the offcctivo cll>te of settl~ 

mont , including accrued and unp..1id intoreot nt tho rotoa borno by t ho or1(':illt\l 

obligations prior to ~JD~ng; tho present worth of tho ~'1IDonta t o bo r ocoivod 

over tho 1"u.'"lding :po:.-iods on tho basia of d1aeC~mt rc.t os ~r :!1{. , 4r-1/ 11/., nnd 

&%, pn.ynblc> somia:muol.l;-, (tho d.i ffercnco botwoon 7'rou ~nt worth on 5~ baaia 

and tot01 ooount dn~ rc:pros3~ta roi~tion o:.- concoeoi~n) ; tho porcontogoa 

auch proaont worth cooput.>tione bear t o tho totnl !r.dobtodnona duo; ~ho 

o.pproximc.te avoroeo 1nt crcot rlltoa on tho indobtodnooo of oo.ch country as 

fUnded; ond t ho n)l7'"olt1r.oto ll .. or~o i.""ltsrcat rntea on the oril)inal · :~rin~ipal 

fran t,\c n·:er:>ge nppr oxi=to c1n to te t?!\ich interest waa last paid pri or to 

fundi~ to the end of the fllnJ.i n& period: 
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Country 

Auot~ia ..•.•.• 
:Selg1um .. .... . 
C zechoc1ovsld!>. 
Eetonie .. .... . 
i'1n1Md ....•.. 
Frence .... ... . 
Grnat Br1t!>in •• 
Groeco ... .. .. . 
llunge.ry .. .... . 
Italy •.. . ..... 
LGtvia .•.....• 
Lithuania .... • 
Po1c.nd ........ 
RumD.nio. •.. ••• • 
Y~~&oalav1a ••• • 

- 29 -
STATE!AEN'l' SHOWING ( 1) TOTAL AMOUNT OF ll'ltllll'BDNLSS 07 EACH O'Ol!BIGN GOnRll!aJ'i' .AS 

01 ~OF zi.'IIDlliG; (2) PRbSENT VALUE OF PAYJBNTS TO BE RECEIYn Oll B.ASIS Qi' 

snClFllJl DISCQU,i'r ii.U'j;S , ;\llD PAR<Sim.GE TH&!l' SUCB PR::St:l<"'l' V.:.Im BUBS TO TOTAL 

Illl2BT£Ii.""i:SS , INCLtml~G .. cc.aUED ..m> ln!PAID ll!'f?Ri'S! COW'\JT:i:D AT lUu""ES BClOO: li!Y 

OBLI<U:riOl'S PRI OR TO FU:lDBG; ..U!D ( 3) APPROXIL!..U'E AVE!I.\GE I NTERiST ILI.TES 0"11 ( a) 

t ,ill3BT3Im.SS 0? ll..CH COUil'IBY ...S i'IT:IDZD :.illl (b) ORlGIB.oL Pl!IliClP.io.l i:iO'..I Illl!n 'rO 

WHICH INT:£Rl:ST 1l.i\.S LAST PAID Pill OR TO FUNDING. 

( 1) (2) 

To tal aoount due aa 
of date ~ding 
"il'eements becaoe 

effective, i ncludins 
accrued and unpaid 

i nter eot at original 
rate a ( 5f. nnd 6~) 

Present vo.lue on baaia of discount ratea s-oec1t1ed 

and percentage that pr esent value bears to total 
amount due at tioe of fundinfi. 

34,631,000 
483, 426,000 
12G, s54,ooo 
1 ,14),000 
9 .190 ,000 

4, 2)0, 777,000 
4, 715. 310,000 
!./l9 . 66o. ooo 

1, 9b4. 000 
2,150,150,000 

5, 893,000 
6, 216,000 

182. 321:. 000 
46, 9~ ,000 
66, ! , 000 

12,090,667, 000 

3 per cent Per 
cent 

12,951,000 37.4 
302,239. 000 62. 5 
124,995.000 100.9 
14, 798,000 104. 6 
~ . 630 , 000 104. 8 

2, 73 , 250.000 64. 6 
4,922, 702,000 104. 4 

8, 577,000 43. 6 
2.o16.ooo 104 • .; 

782,321,000 J6.4 
6,181,000 104.9 
6,452,000 103. 8 

191 , 283,000 1o4.9 
48,442,000 103.2 
30,286, 000 45. 8 

9 .197 ,183,000 76.1 

4i per cent 

10 , 238,000 
225,000,000 
91.964,000 
u .G92.ooo 
1. 13 ,000 

1,996. 509,000 
3.788,470,000 

6,425,000 
1,596,000 

528,192,000 
4, 755.000 
4,967,000 

146,82S,OOO 
35.172,000 
20,030,000 

6, 878.948 ,000 

Per 5 nor cont 
cent 

Por 
cent 

29· 5 s , n1.ooo 25.9 
46.5 191, 766,000 39· 7 
74 .3 77,985,000 63.0 
80.5 9,915,000 70.1 
80. 7 6, 45:?,000 1Q.2 
lq . 2 1, 681,369 ,000 39·7 
E0. 3 3 . 296 . ~4,;,ooo ~·9 
32. 7 5. 95.000 27.9 
80.4 1, 3l'3 ,000 70.0 
24.6 426.287,000 19 . 8 
80. 7 4,137.000 70.2 
79 ·9 4,)22,000 69 -5 
80. 5 127.643,000 70.0 
74.9 29.507.000 62.9 
30-3 15,919,000 24.1 

56·9 5.sss,1o4,ooc 48.7 

1/ Exclud,a 4~ tw~nty-yuo.r 1oo.n of $12,167, 000 authorized under act of Fcbrt~ 14 , 1929· 

l3) 
.l..vora&e ratea 

of interest 
( !frox1100tel 
(a (b) 

On debt On 
aa originD.l 

f unded pr 1~c1pal .. 
.100 

1. 790 1.84o 
3· 327 3·::6i{ 
3. 306 3· 
3·306 3.l!o2 
1.64o 1.~55 
3·}06 3· 15 

·250 ·~ 
3:~ 3· 7 

.S15 
3 · 306 3.426 
3· 306 3.420 
3·306 3.4o8 
3·321 3·358 
1.030 1.356 

2.135 2.402 

Regraded Unclassified 



- 30 -

~unts l'n<d . ~10 :Jnt ted Shtes luis l'Qeeived up to J,n..,.ry 10 , 

lf3e under these originol s!l t tlements end the mor .. tor i um agreemont3 

(e~e pages 37- 39) tho oum of ~75, ~0~, 176 . 49 on account of pri nc i pAl 

nnd $1 , ~18, 913, e>:>a. 7£ on uc •>ount of iuter('St . Tile> o has been recoivod 

o~ unfunded debts, 1nel~d1~ peynunts >eeeived on the untundo~ debts 

prio1 to th~ concluc1on or the debt e&ron~ente or tho •~spcctive gov-

crllOilnts , tl'e sum or );:8l , ~~O,J9e . 9t on Rceuunt of princi!l"l end 

.i(•71 1 J:>4 , 4~.0 . 62 00 ACCOUnt of inter est , 'l':v fOllOWl nl! stetr ttant (011 

~ege 31 ) shows in detail th~ emountr. ree~ived from oaeh government . 

Status on .fua •.lllry 10, 111:!6. T!"e stetemont en p&P,O 35 shO'IOs thn 

atotus or tile debts on Jttn..L.ry 1C, 1~3&, nft.o, do<1ucting the tot·e-

o;o1ng oo:yr.Dnts (·,.,go :'1) received on account . 

PAil~iTS POSTPONED 

Incl -ded in tho indebtedness on AMount or principal unpoid oro 

the following e.mounta r " presenting payments poatpouod in eccordonce 

•ith the t eres or tho funding end mor atorium ~ree~nts with th& C~•ern-

~lit or """ trie; 

J.ttOUnts 

e2s1 . 5~s . oo 
46C, OS:S .00 

34, 767 . 0!3 
4oO, Oit:l . OO 

34, -76? . 23 

~otnl 1 , 2?? , 27G . 4A 

l)ute Peyeble 

J~~t:ary 1, 1~::3 

Je ;: ... ery l , 1034 
Joouory l , 19:<4 
Jonuery 1, lio~ 
Jenu.er y l , 11o35 

Postponed to 

1'<4·<- H68 
1~4 .. -1~68 
l \l44- l.\IE8 
1~44 -1968 
1S«-lf,eB 
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TaF.'.L ?AYI.EIIl'S u;;~IV:lD • !< XC l'm' 
r nm~ c:·· ? N::IGI< <rl:~f'?l:TS 

Tl. nr:: llNrl'ZD gr ,\.T3S 
dS F .T:..::U~"'Y 10, 1935 

--·~ 

----~--------------•. ---- - --------- ------·.--·-----------
On d•bts prior t rwvl ing y 

Country 

.<uetrio 
!3elgiu.., 

........ 
•• 0 ••••• 

Cub:;. • • ...•••••• 
Czeohoa1ovak1o • . 
:et vnio ....... . 
Finhnd .•.•••.. 
?:o~e• ........ . 
Cn••t 3:1•~1n •. 
Cr~ecot ........ . 
!tU!l-... r'Y . • ••• ••. 
It-lY .••.•..... 
- ' tvio ••...••.. 
t.lberi'\ •. ...... 
Lit bu:mi• •••..• 
N1cur"\gu"\ .•.... 
Poland •.••• . •.. 
flum:tni 'l •••••••• 

Russi c. ......... 
YUFv&1o v1'l ••.• • 

On r>mded debts . . 
Totr.l peynents 

received 
. . -----·· ·-· -, -· Princip-\1.- --, ··- ~nterest l?r1nc1pa1 Interest 

$ 862,668.00 
52, 191,273. 24 
12,286,?5!.56 
20 ,134.092. 26 
1.~.432 . 0? 
.;,310 , ll?. 7? 

496,075,691. )0 

Z ,0 24,S48,81?.09 
3,429, ?12. 'U 

~68.'>66 .32 
100,829,88 ' .16 

? 61 ,549 . 07 
36,4?1.56 

1 ,237,956 . 58 
168,:)7!:1.64 

::!2. 6-lb . 297 . :;;, 
4 , 791, )':;? . 22 
8,750 ,311 .88 
2, 588, 711.69 

$ 862, 668.0') ~ 
17 ,100,000. 00 

19 ,82'l,914 .17 

6.)5,518.45 
161, J.>" , ·oo . .,., 
2J2, '0,000 .0) 

'lbl, ~ :1 . ) 

73, 995. 5 ' 
37 ,1oo,ooo. 10 

'!,2')0 . 1') 

'34. ?a., . oo 

1,287 , ::97 .3? 
2 , 7')1 ,0 ') . ,, 

1 , 2:..:5 ,0~0 . 00 

3 
14,490,000.00 

1, 246 ,991' .19 
, , 34::.,484 .05 

38, 65" , "CO. 0 · 
l , 232,?7i , 518.42 

1 , .286,6:;& .1)\ 
393,?17 .?8 

5 , ?66, ?18 .26 
621,520.12 

1 ,001 ,626 .61 

::.9,:31 • • ??5 . '! 
29 , •61.46 

2 ,057 ,630 .37 
lO , OIJO ,Or.o . O • 

64,69~ .~-18 
2>2, 181,641.56 

~ ' ~22 . 67 

354 , :.n9 . 28 

26 , r:·J .QI' 

141 '9~0 . 36 

1' '798 ,632 .02 

18,5-1:5,642.87 
2 , 286 ,?51.58 

3<'4, 1?8, ('9 
1,441.88 

3<'9,31:> .2? 
l' 21 , 386. 31'2. 92 
::>57 ,696,65?.11 

1,159,1<>1 .~ 
753 , r 4 

5?,598,852.62 
130,828.95 

10,4?1.56 
1 ,546.9? 

26 , 6 z.<; .foB 
~ , 048 , 22<· . 28 

26J. 313. ?4 
a, ~s• ,:sn .ss 

7~7,71~ . 55 63o,059 .1'-

---- -- ·--- ··--
.;2, 747,667,042.89 ::;.~ ?3, t..09, 176 .49 .,n, Jl<>, 913,oJS. 79 :1281, 990 , :>96 . 99 <.671,354 ,430 . 62 

- ·- ... --- · -----· ··-- -- ... - ·-- -· --- ------- -·------. ~ ::..-.-- -.. ----~---==--~-:= :-.--
bcludcs c-.sh received uoon exenut i on ~f daot · fund 1ng -,greo-.onts 'l."¥>unt1ng t ., ·~, 768,606 .1t., or 
which l'l:>Ount ';6'Y.l ,639 .83. r.us ~-,pliotd r n princip;~ r.nd .;-;,16? ,966.31 on 1.nte:-ost . (Sole ;ngo 2~ . ) 

Regraded Unclassified 



31 (u) 314 

?.AYU::.:TS UADE !XlRlliG F::i!lOD !1!011 JU}T l , 1932 ro J.A:ru.!RY 10. 193g 

Fundi!Jii .o\m'o<r. ~en ta ... torntoriuo 

Principal Interogt 
A/.,Teoments 
Annuiti es TQtn1 

czechoo1av!J<1!! 
December 15, 1932 $1,500,000 .00 $1, 50Q,ooO .oo(a) 

Juno 15 , 1933 179.914.17 179.914 . 17 
December 15 , 1933 150 ,ooo.oo 150,000.00 

Finland 
December 15, 1932 58,000 .00 $128,235 .oo 186,235.00(n) 
June 15 , 1933 11jg, 592 .50 14S, 592 .50(a) 

Dec=ber 15 , 1933 62 ,000.00 148, 592.50 $19,030.50 229, 623.00(4) 

June 15 , 1934 147.507 .so 19,030.50 166, 538.00(a) 

Deco;;~ber 1~ , 1934 62 '(.)I) .00 147 · ~·7 ·50 19,030.50 22S, 538.00(n) 

June 15, 1935 146, 22. 50 19,030·50 165, 45 3 .00( a) 

Dececber 15, 1935 65.<':0.00 146, 422 .;o 19,030.50 2J0, 453.00(c) 

Gret.t ;;!ritain 
Dec~mber 15 , 1932 30,000 .000.00 65 ,550,000.00 95. 550,ooo.oo(u) 

Jun" 15 , 1933 10 ,000 ,518.42 10 ,000,515. 42 

December 15 , 1933 7 ,5oo ,ooo.oo 7 ,50Q,OOO.OO 

Greece 
November 10 , 1932 6, , 376 .oo 65 , 376.oo(b) 

l&a1 10 , 1933 59.926.00 59 .928.oo(c) 

November 10, 1933 59 .926.00 59,928.00(e) 

!lay 10, 1934 76, 272.00 7o,272.oo(e) 

l!OVOillber 10, 1934 76, 272.00 76,272 .00 

Italy 
1 ,245 ,437 ·50 1 ,24:,437 .50(a) 

Decemb~r 15 , 1932 
June 15, 1933 1,000,020. 7o 1,000,020. 76 

Decet~ber 15, 1933 1 ,000,000.00 1 ,000,000.00 

Latvia n • .• ss2 . 12(a) 
Decombor 15 , 1932 9,200 .00 102 ,652.12 

June 15 , 1933 6 ,000.00 ' .ooo .oo 
Dececber 15 , 1933 9.5J0 .16 ~ .530 ,16 

,!,1 thllLIIli !! 92 , 3S6.01 92, J86.01(a) 
Decambor 15 , 1932 
June 15 , 1933 9 ,9SO. J5 9. 990 ·35 

December 15 , 1933 7 ,ooo.oo - 7,000 .00 

£:,.. ,. -,~-~ ... · 1:-'-"" 

Y\ti p slao 14 
Juno 15, 1933 29,o61. 46 29,061 .46 

(a) 'l'o tal o:.>oun to ~·able on dc.tes 1nd1cctod, 

(b) rtoceived J~ 7 , 1933· 
(c) goce ived July 6 , 1934. 
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}FF~JLITS llef P.~D , ,CCC.HDD'C 10 U:R.S OF ..ORIE<E:'TS 
~--··-···----·-·· -·· .. ·-- -- ~--

The total inclebtednooa of foreign govcrnmeuta to the United Sto tea ca or 

Jo.nuory 10, lt'35 ( pnge 35) includes the tcllcwin(l umou.nts previouoly duo under the 

tundlng and tliC>rotr·ri= et;reel..enta and cot pal~ na ot that date eccordina to the 

to:rm.s or such agreeuenb. 

Fundlnr~~ ~!orntorium 
J.greeoents 

.!:t:IE.e.~u.J .. Int_e_r.oo~ J.Ail.U.i.tie~ Jotol 

.Aua t."-.1.?-
Janu:1ry 1, l "~e 

-~- ;.4G0,093. Lt ~.54,767 . 23 )4N .660 .23 

!'.~1.-IW'I 
Dec.,;;;bcr 15, 1~32 ')2 , 1~5,0GO .OO 
Ju.n& 1~. 1933 4,2fC,CCO.'-''- 2,125,tt') .C\. 
Dce<cbc r 15, 1~33 2,37!\ , lC •• 00 ~S<.,453 .es 
Jun~ 1~ . 1 <'3-; 4, -v<',~l-t. .CC 2 . ;;75 , l"" . , .... 4~,{53 . £>3 

Cecer..bor 15, 1~:A r. ,6::5 ,000 .00 484.{53.68 
Jun" 1•, 19.>5 ~ , 3v(l , ({l0 . vC a, e::5 1 CO\.·. C C H-4 , 453 .89 
l'eccmb~>r 1:0, 19~5 t_. , l5B,C()(.! , r 0 4C~ , ·-5~ .as :1~1, o30 , 26C • 40 

zocboslovo.t~ia 
- JUniJ 'i5, t93J J.,3~< ,vB5 .83 
De~e.nl or 15, 1 .)3 1,36( , l. ~ . co 16Z,812.78 
Ju;:e 15, 1934 1,5 :C: , ..... v.c.o 1SZ,81~ .?8 

DeCCJ<o>j,er 15, lt.>'. 1 , ~ \.1 , oo.c.o 182,812.78 
Jun< 1~. lCMe 1,5l, :c.c . co 182,812.?8 
Oecct:ter 15, 1{;.,!:, l,. Ct ,oco.co 182,812.78 tl,5&~ , H9 .73 

Eatonin 
-oiicoiilbor lr-, 19:12 21 , t·t:c . 00 2-!5 , 370 . (,0 

June 15, 1933 2Su,~b:l . C'v 

Deco. bcr 15, 19~ llo , f>OO .(O 2ot , ,~n . c.o 5b , 585 . 2~ 

J'uno 1!. ~ 19.>o; Z66 , 2b3 .00 3(, . ::>85 . 2{ 

Dcccc:l>er 15, 19M 2~e.s~o .co 28&,2~:l .CO ~6,50~ . 2.~ 

June lo, lf35 r.s6,2b5 . C.C: 3o , 585 . 4S 

Dc.ecl..b~r 15 , 1-:;5 l~!.,OGO.CO 28t1, ~c5. OC 36,565 . :_! :! , 611 , 686.45 

l"rr.n~e 

Deeunt~r 1~ . )€":j2 1~ .~1, 43t . 5C 

Juno 15 , 111~ 2l, ·l-7?,13f . C'C !~,~cl , c.S:: . !JC' 

ooe6r..cer 15, 19.;3 1< , 2tl , 4:12 . !>V 3 , C46 ,871' . ?2 

Juno 1 • 19~ 3tl, &r.l . ' ~ , :;5 1' , 2(,1,43£.!;,(' :l, C-16, 87~ . 72 

l'looe. b£1 15, Hl34 1 g , t!Jl , :.,:;.2 . !JO 3 , <l'.c , e79 .72 

Tuno 1!> , 1935 4 2 ,0i>8,82f .•.1 19,2ul,.az . ro :;; ,046, 67~1 . 72 

.,_co.,; or 15, lCJS 1(') , 2bl,4:£2 . $C 3 ,(){u,&7r .72 ZC0,2'2 ,2(2 .86 
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Groat Lrl~uln 
· 1uno- "it\: f9S..> 
Oeo~rt c r 15, 1£:>:> 
June 13, 1934 
Oecer.tbt>r 15, 1!'../. 
Jun< l!l , 1935 
~CuC'.bf J' 1..., t 1 9•-I..J 

Crcec• 
!.ovum\ er 10, 1932 
Jot:u r; 1 , 1!'~ 
llo.y 1C , 19a3 
July 1 , 10..>3 
rovor.t or 10, 1933 
Jor.uur~ 1 , l£.Y. 
I II) 10, 19~ 
J 1y 1 , 1~34 
t:oven.ber H. , lt~ 
Janw..ry 1 , 1935 
Eay 10, 19:>5 
Jul:,r l, 1C:S:5 
Novc.mbvr l(J , 1 SS5 
JvnuLr~ 1, 1 ' 3<. 

15, lt34 
Juno 1~ . 1933 
Deeeut'" r 15 , 1 < 3J 
June 1:1, H'34 
!ll;ce~.te r 1f>, 1 < .>. 
Juno 1!5 , 1<35 
Dueeubcr 1;; , 11'35 

.!!_O.!l. 
J uno 15, 19:;3 
Doco•~or 15, 1933 
Juno 15, 19:Y.. 
Do erubor 1..> , lS>. 
June 1~ , 1935 
o..c ... 1tor 15, U3f 

l.litvla 
- Jiii,8 15, 1<'.>3 

!Acot.tor l.J , lt'::;~ 
Juno 1:1, Hk•: 
Doc~nbur 15, 1C34 

1935 
15 , lf35 

Pr1ne1n"l ·-----

231, CC.O .c0 

u o, co;. . t <. 

~t5 , o .~ 

et>. ,C'vC . C<• 
<-51, ;-.c . ..x 
1~ , Cl<..C<' 
£ !)() • OliO • 0( 
15< , (· (.00 

1ol , 2J5 .(C 

1 .~ .~ 

13, 1c .~o 

12,!Jli , \C1. . l v 

Gl> , 8<..0 . OC 

- ~3 -

Interen t 

b~ . N~ ... el .r-e 
68,,5C,<lC . CC 
75,95( , ()(;C . VO 
7:) , '5(:,(00. 00 
?5 , !5CI,OOt . CC 
75 , ~ ~{. • ()('() . t ( 

152, 5'&4 .vo 
4 ,?tJ~ . uO 

157 ,9~2 . 00 
~ . tJ2b .((J 

l o7 , ' ~t . OO 
8, ?lG . t.O 

141, u-.6 . v0 
11 , H . .IC • CJC 

1..l,~C - •< 
l~,t..87 . !'-(, 

21? ,;;C. <O 

28 , ,.44 . 35 
28 . •1-«- . 35 
28,~ .~ 
Z- , 1~s,.ce 
J;> ,1e• .. 01 
J3,1e~ .rs 

33, 1e:..,s 

2t.5 , ~lb . ?< 

2·.5 , ~l~i7 . 5C 
1, ~45 , ~ ? . ~ 
.l,«:<.f.,la .J7 . 5C. 
l , GlO:i,·a~;? . ,(l 

1,2-. , . ...,? . rU 

113,0( ~ . f"' 
llC , , 7(. . '1.. 
ll!: , b,l .::c 
llfl,b< , ,( 
ll9,u.t> . l.(1 
lU, ~ll' .~< 

l.o>r:. t ori ut1 

~,r<-e:!IC::ts 

rn.~~U.i.<:.~ 

~ , ?20 , 7<.5 .C5 
0 . 72,. ?.;5 . 05 
9,?:'.0,7c5.05 
P ,'I:.O,?t5 . C.5 

315 

9 , 72>';, 765. C5 !>82,8();,,3Cy. O::. 

13,161: . 45 
53 , H>7 . 93 
13 ,1&~ .'.5 
5u.t~o.~7 .~3 
lJ.ll..lf . 1.5 
5-.> , So'/ .~3 
1:; , 16£ .45 
5S, Il~? .93 

1., , 16{ . "=.~ 
~..~ , to? .93 

l:'J,l&{) . 45 4 , ·.26 , oC? . u 5 

4,225 . 56 
._, 22~· . 58 

~.~25.56 
~.2E5 . ea 

-: , 2°5 .56 2?t , . ..Sl.27 

(!:t'~ , lt.5 .88 
6' t ,155 .€5 
srr ,1::-.. .nc 
8'o,l~5 .1.)l; 
~c;_,l.:;.b . )d <.7 ,8~.~.64 

15 , 27·. , :!() 

1!. , E?'- . :.'..b 
1.,. I:~ 7•. • 2() 
l 5 1 G'lfz . 2t 
15,2?1" . 26 9&1 , ' "5.1 .. 
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~.'!.!.!:!s.J.f.!'!'~D!:!_ Uoro tori um 

Princil)Q]. 
>18J'8 emell ts 

Interost Annuities ~I!! ------
Llthuanio 
-iunc-i5, 1933 39, ? 05 . CG 82 , 305 . 6!5 

Dccombor t &, 19:l3 8o,3A6 . 01 13, 683 . 26 

June 15 , 19.,1, 41 , ?95 . ((, 02 ,38u.CO 13 , b83 . 26 

December 15 , 1931. 10? '?e:.l . 6? 13 ,683 . 26 

June 15 , 1~35 ~~4 , 885 . CCi 1,? ' 783 .1)? 13 ,683 . 26 

December 15, 1935 107 ' ?83. b? 13,683 . 26 ??b,310 . 0? 

?oland 
December 15, 1932 232, C.<.IJ . e.G 3,C?O, Il8C . (C 

June 15, 1933 3,582,810. CIC 

December 15, 11'33 1,393,(.'(( . CG 3' ~ ' 81Ct . (,(. 1,.:;6' 229 . 71 

June 1!5, Hl34 3, 582,81C . C. C. 1,56' 229 . ?1 

December 15, 1034 2,5??,CCCt .CC 3,582,81., . tc '-56 ' 229 . 71 

June 15, H l35 3,582,81C .Ct <.56 ,22L?l 

Deco:lbor 1!5, 1~35 1,485,CC~ . C<. 3,582,810. 0C <.56 ' 22~ . 71 32, 535, 980 .55 

Rumania 
June 15, 1933 1, c<.c , c~c .c:: 

January 2 , 1934 
48 , ?5(; . (.8 

June 15, 1934 1,2C' ,c c.c:<- ,8, 75(.. .C8 

December 1!5, 1934 
48 , ?5Ct . 08 

June 15, 1935 1, -:.c.:.: ,cc~ . co 
t.8, ? 5C. C8 

Dece mber 15, 1935 
48, ? 5C.\8 3,843, ?5(, .40 

Yugos.!!:!!! 
June 15, Ul32 25C, tC.C .C( 

Juno 15, 1933 2?5,CCC . :Ct 

June 15, 1934 3CC,<XC.GC 

June 15, 1935 325,C.tC . CC 
1,1& , CCC . tC 

---·-·-----
Total 

27{ ,166,11C. 59 626 ,1?b , 28C . 7C 7( , 912 , ?Cl.' 3 971,255,C92 .32 

- - . ----------
Y The Hunterinn Covernment bas denos itod with thO roreirn creditors ' account ot 

tho !!un{. nrinn rational E.ank Hun&erlun Treasury C;ertificetes in the et,~;rogn te 
o.mount o! llll4 , f~ ' .. r8 'lODCO , as or Junu 31. , 11135 , plus the pon&O ec:uivlllon t or 
tho OlllOWlt duo on December 15, 1!'35 . The debt fundin(; agr eement with !'ungary 

providos !or po~ont in doll ars i n thO Unltod States . 
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Total 
Country Indebtedness 

Funded debts: 
Austria ...•••.•••••••• $ 23,898,429 .72 
Belgium. . . . .. . ..... . . . -123 , ·>79 , 692. 37 
czochalovnkiu... . .... . 165,483,256. 97 
lst~nia............... 18, 969, 792. 79 
P'lnlsnd.. •• •••• •• ••••• 8 , 51-; ,349 . 71 
F~nce ....•.....••.• .• 4,~,152 , 328.53 

Gre~t Brltlin ••••••••• 1. ,950, 595,301 .20 
Greece ................ 33,281 ,866 .01 
Hungary. .............. 2,189 , 303.19 
Itoly ••••••..••••..••• 2, 0lt. , 065, 7t.9 .13 
L3tY1~................ 7, 807, 809. 81 
Llthu~l, ............. 6, 98J, 255. 55 
P• l-llld ....... ... ...... 237, 390, 982. 53 
~~tu.... . .......... 63 , 925 , 133.26 
Yuges1~vin • • ~..... . . . 61, 625,000.00 

Tot,1 •••••••••• .$12,059 ,391, 250. 77 

Unfunded debts: 

- 35 -

$ 23, 752, 217.00 
•100 . 680. 000.00 
165, 2<:.1,108. 90 
16 ,466 ,012.87 
8 , 3-~ , 681. 55 

3,863,650,000.00 
·I, J68 . (Ill(> . 000 . 00 

31, 516 ,000 .00 
1 ,908, 560.00 

2,~ .900,000.00 
6,879,464. 20 
6 , 197, 682.00 

206, 057,000.00 
63 ,860, 560.13 

Interest postponed 
nnd pnynblo under 
mon..t orium ngree-

nent:~. 

$ 3 , 750 ,000.00 

492,360. 19 
199,668. 16 

38,636, 500.00 
131,520,000.00 

'A9 ,080.00 
57,072. 75 

2,506, 125.00 
205 ' 98<l . 96 
186, 9:lO. r.6 

6 , 161,835.00 

Interest eccruec! 
and unpe.icl under 

t'und ing e.nc! 
QOratorium ugree­

nents . 

$ 146. 212. 72 
19,049, 692.37 

242, 148.07 
2,011,119. 73 

138,865,828. 53 
451,075.301. 20 

1,316, 786 .01 
223 , 6'10 .-~ 

6 ,659, 621. . 13 
722,355. 65 
601 , 643.09 

25,172, 117. 53 
6, , 572 .83 

61, 625,000 • ..:.0.;_0 ____________ -:---------

$11,229, 078, 286. 95 ~181 , 161• , 561 . 52 $616,151,402. 30 

Armon! :l •••• • ••••••••• • 21,509 ,408. 26 11, 959, 917.19 9 ,~9,1.90 . 77 

Nio~ragua.... . . .. .. . .. 1.51,386, 26 269 ,898. 78 161,487. 48 

Russia • . .• •••••••••••• ___ 3..:.56~·~1.8~1~·..:.995.:...:..·~04~--------~1..:.9..:.2~,6~0~1~,..:.29..:...:.7 ..:.. 3..:.7~-------------------------=1..:.63..:.~•880~~·..:.6..:.8..:.7..:.. 6..:.7 __________ _ 

Tet~1......... .. 378,4'-2, 779. 56 204, 851,113. 64 173,591,665. 92 

':184' 164. 561.52 

!J .Inc1uJos princlp .1 P""tponed unddr oontorium SFN ecents (pnge 39) ·mel prlncip~ amounts not plid accord ill· t 1 c.>n­
tM"t tona i pnge 33) . 
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The rollonlnt~ statement si.ors the cmounte "'-:tOllo under tbe !'Undint: and 

=ra toriu. • ntreer:.ents d;a-1nc. the !)C.ri<.d f l"om Jonuory lC to July 1, 1 ~36: 

?ey<>ble I . y 10, H3G: 
Groeee 

?eynble June 15, 
i el(iwr. 
Czec:boalovakia 
Est~nia 
Finlend 
France 
Greet l!ri tuin 
Hungary 
Italy 
Latvia 
Uthuanio 
Poland 
Rumen in 
Yu oslavto. 

~26l,OL0 -C>O :217' 920.00 ·- . ·---- ·--------- -- - ~·-· -----~-
1~36 : 

{'4 ,sc.c,c .... o.oo .,4,158,0<.< .00 
1, 5CO, COCi . OO 

261.' 2t.~ • .:c 
145,285.00 

52,47<- ,41;; .&7 1t,2b~,432 . :..0 
75,950,0\;0.o, 

~.185 . 08 

13, 50C ,CCC .00 l , U5,437 .50 
119, b~O . <;<: 

44 ,~75 - 0~ 107 ,783. 67 
5 , 582,810 .00 

l , bCO ,OOO.O~ 
:35'- ,(CO . OC. 

·-- --- -·---~--
~7:J,o7~,388 . o7 ~l04,88",8C? .?5 

I oretorium 
NJ,re_e;n!!_n_t_s 

$55,0o7 .r:; 
---------- --

:,.eo., 453 .88 
18::,812.78 
3<> , 585 . 2~ 

1!) ' 0;::0 • 50 
..; , ~6,87£ . ?2 
", 720,765 .C5 

~ . 225 . 58 
8~6,155 . 68 
15, 27<. .a. 
l:J , oro .2s 

45b ,229.7l 
46 ,750 .08 

~14, 924,845 . 91' 

,532,887 .05 

,g, 142,4:>5 .as 
l,t82,8lL78 

522.650 . :!9 
lt>4 , 31~ . &o 

74,787 ,7:!5.8!: 
85,~7C., 7u5.t5 

57, 410 .66 
15,6~1 , 5g5 . 38 

134,883 .26 
16~ . ·-41 . 93 

'• ' 05~ . (.3f• . 71 
1, s-.8 , 70C .oe 

55C , 00C .OC 
---- ----

$ll>:l, ?81: , 042 .U 

= :.-=-::.=:.:- :_-: : --- -~ --· . - ·=-

......... --·· -- . ·--· -- --·---- -··-··. ·- --- -··-·--·-----­·- --- ---· 
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VII . llOI\.t'l'ORIID.l 

In Juno , 1931, epprohoneion rogarding the financial eondi tton or Cormany 

caused largo wi thdrewels or funds . 'M>a drain on Co:rmeny• s bonking r eeorvos 

reeched proportions which tbroetoned the entiro ~rmen bonking and c redit 

structure . I t was ovidont that tf the oconamic structure or Gormony was 

to be sevod, some tempornry postponement or PllYJmnto duo from C...>·roony would 

have to bo arranged. Recognizing tho noad tor internoticnol c • opo.ratien to 

giv& tho noodGd relict nnd to "Uoy thu eprc~d or tinonc1el txnic thot 

gripped C.: t1N.lny, p:r.,oident Hoover, . on Junt.: ~o, 1931, otter consultation with 

Congrdssionel loaders of both polit!col prrtiea, iasuod o statement in which 

tho otror wco medo, subject to Co•~&!"oeaiollLl rppr·ovul , to auspon.d during tbo 

f!secl ycnr 1~32 ell payments duo tho United St~toa On PCCOUDt of tho in­

debtednooo of foroiBn 0ovornmants, provided thrt tho importent oroditor 

powers would toke similr.r notion 111th Nepoct to roJ)flretion ond intor­

govornmontcl debts duo them. ,. .. J')'OpOst'l vGs revorcbly roeoived . On J.lly 

6 , 1931, 1 t <~ns onnouncod thnt tha tt!or had boon occopted in principlo by 

r ll tho important creditor govurnmonte . en tho convening or Congress tho 

c.t'tter 'IIMI submitted to it ty President Hoowr, and the eutbority to post­

pone peymonto duo the Unitod Stctos woe provided inn Joint Roaolution cf 

C~ngrass opprovod on C6combor 23, lv~l . Tho Joint Dosolut!on provided for 

tho J>Ostponullllnt or tho omounts du& during tho f!scr.l y"cr 1932 (July 1, 1931 

to Juno 30, 1~32), end thc.ir rupcym>nt oVLr c p~.riod or ten YO' re ~><;ginning 

July 1 , 1~3:1 , 111th 1ntvrust •t t.hu r Lt\. or roar p~.r oont p...r cnn1111. H clso 

, utbor!zod the s o.~t• ry or th~ TN~a.u-y to conclude ogreblllllnta carrying into 

oft ct thu norctorium proposal. 
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All or tho i)OVI.lrcments indc.btod tO tho Un . tod SW t<.s under tho vrriOUII 

dobt rgrcol!r..nto eonelud3d 11lth them, ~>lth tbo cxec.pt ion or tho eov"rnmcnt 

or Yugoslcvlc, ceeoptcd tho proposcl end ccoordod eimilcr troctmont to 

th~ ir dobtor governments, if £ny, on coeount or r.rr, rclior, rod ropor~tlon 

d bts. 

A.!NO .... nta • or u conclud~d ni th tbll vt ri...ua dobtors, mrking ui'i'ueti VO 

thy ~aid~nt'3 ~opo~, undur cuthority or tho Jui~t R~solution or Con­

gr<~es r.pprovud l)•eoooor 23, 1931. COph·a or tho.,. rgree:rBnts 01·e t o be 

round in tho Annunl R~port or the secrot•ry or the Trecsury ror the rtaeel 

yenr 1932. It is not possible to rurniab copies or this report but it mcy 

b~ evnilcble ot o loeel library. 

Tn" following atctement shows the dcto or the morator ium egreement with 

o~eh roroign debtor, the amount pontponed, the cnnuities pnycble over c period 

or ton yesrs, ona the totel tmount to bo received over tbet period by the 

Uci ted Stt•.es : 
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Country 

Austria ••..•. ... 
:Se 1.;11ltl .• ...•... 
Czechoo1ovakia .. 
!:stenia •• 0 ••••• • 

?in1an~ .......... 
fT&:lC8 • 0 0 • 0 ••• • 0 

_.reat Br 1tain ... 
V.reece •••••••• 0 0 

1\ungary ......... 
Itc1y ........ • .. 
Latvia . ........ . 
Lithuania ....... 
Pola:1d .. . ...... . 
dl.:mania ........ . 
YugoslaviA ( 2) 

Total. . . . 

Dato of 
Agreement 

Sept. 14,1932 
JWlO 10,1932 
Juno 10,1932 
June 11,1932 
:ea.v <3,1932 
JUAe 10,1932 
June 4,1932 
clay 24,1932 
::l\Y 27,1932 
Ju.'le 3.1932 
June 11,1932 
June 9 ,1932 
; '1..'"18 10,1932 
June 11 ,1932 

( 1) 
Ge=any-.o..r<ey" costs !lay 26,1932 

Zxpreaaed in reicharnarks . 

S1ATEl~!T SROWH!G llATBS OF JAORATO.UW. 
~G:l>-:'S, AJ.:OUNTS POSTPCJU:D, AJlD 
PUUL!il'S TO BE P.ECEIVED OVM Tll3 TEll 

YEAi! PERIOD 

AmoWlta Postponed 

Principal Interest Total 

$ 287.556.00 $ ---------- 287. 556.00 
4,200,000.00 3. 75(),000.00 7,Q50,000.00 
3.000,000.00 ---------- .) , J(Kl,OOO.OC 

108,012.87 ~2.36o.19 b00,37J.06 
55,0CJ.OO 257.295.00 312,?<)5.00 

11.363. soo.oo 38, 636,500.00 50,000,0:'0.00 
28,000,0JO.OO 1J! , 520,0':'C .OO 159, 520.!Y.'?.OC 

65o,oco.oc li4S • 080. 00 l,log,o.:o.oJ 
12, 2'/0.00 57 ,Q72. 75 b9 . Jli2 . 75 

12, 200,00('.00 2, ')06,125.00 14, 706,12, .00 
44.564.20 205,9S9.96 250, 65 .1G 
38.615.00 185.93:>.46 ?211 . ')II'). 46 

1.325.000.00 6,161, :>35.00 7,4s6, E35·oo 
800. 000. oc, ---------- soo,ooo.oo 

Ao-o''" t t>aya'b~o 
tact yo..r 

incl,,Clin~ tnt­
" r" t at 4;1 
!)er a.n ... uo 

$62,094,618.07 $164, 222,188.36 $246,316,806.43 $)0,016,733 ·97 

---------- RUZ5,JOO,OOO.OO aH}.O~ .~;.~o 

Total to be 
received over 10 

year period 

347,672.30 
') . Gs9. on 6o 
J .656,255. 6o 

731, 705.1.'0 
380,610.00 

Go, q;;. 'J:I<I.-'0 
194. 415,301. :.>J 

1,3''2, 747 . 6:> 
t:4, 511.00 

17.923,117. 6o 
305.4<>5.20 
273.665. 20 

9 ,124,')94.20 
975,001.6o 

$300,1i>7.339· 70 

( 1) 
( 2) This ~overnc:ent ht..a not aecet>ted the · rovisi~ ,,s ;,i the ;,or~>tori•JJ:l, e.nd h&a not paid ~;·e e.t..o·.:n t duo d•Jrin& the 

naeal year 1::>32 BDOunti~ ~o $250,000. 
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YIII • THE GE!llWl 1llm 

The Government of Got'!llll.ey 1a i ndlll<tl'd to the Onihd St ateo 

on account or the coata or the .berlcan J.n:q or Occupation and 

the aor"-'1• or the llixM Claims Co=laaion, trnl ted Stabes and 

Ol'nnany, This lndebtednese ia not inelUdftd in the foregoing 

figures. 

The payments received from time to time prior to tbA execution 

of the debt funding agreenent of June 2J, 1030, were ~ in accord­

ance with arr&ngeoonta Affected by thP United States with th~ govern­

~ re~sented on thP Reparation Commiao i on. 

)nny Costa , - Under the Armistice Convention of Novem~er 11, 

l 91R, the GoveT!liiiOTI't of Gonnan,y agre•d to reimburse the Allied ond 

United stateR Governments for the upkeep or thl' troops of oecu:pao­

tion in the llhine dhtr icta (excludint; Alaaee-Lorraine) . 'rhe 

Versailles Treaty und.er Article 249, which article is incorporated 

by refe rence i n the Berlin Treaty ( treat;y or J)a8CP betwel'n th~ 

Uhit&d States and Oe~) , provi des that the r.erman Oovernm6nt 

iball pay the total coata of all armi~• of tho Alli ed and Aaao­

ciated Powera in occupied Oorma.n territory from !le>vf>llll:er 11, 1918. 
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'l'he first llrrtiJl&emen~ Olll4e regnrdi11g the roimburaecent to the United 

Stntou of the costa o! the imerican Army o! Oecupntion wna the eo-called 

l'lo.dunorth .Agreement exocuted under d.>.te o! llo;.r 25 , 1923, under the tonno oZ 

which the American ~ coate were to be 'ni d in twelve equal ye~1y 

inatoJlmonta beginning on December 31 , 1923. ODder th.:lt ~reement the 

amounts j)C.id C"'::I !roo funds roceived !roo Oe~ by the !!epnration 

Cocmdaaion "" :po.yr.>onta on c.ccount of r eperattono. 

In 1924 the Dnwou PlM becroe offeetivo, 'l'ho United Sta.tes wna not 

n p:1.rty to thi s Plnn , but wna r epr esented on the commit t ee whi ch T.lCt i n 

Pa.ria in the enrly pnrt o! 1925 to consi der the diatri bution of tbG Dc.uoa 

annul ties. The coetinga o! thi s Coa::littee reoulted in the conclusion o! 

the oo-colleci Finance lliniotorn' .Agreement ot January 14, 1925, which by 

ita terms auperaedod the ao-eolled 1fad1117orth .a,voecent of llay 25, 1923, 

and cade pr ovi s i on whereby tho Unitod Stnteo wna to receive out of the 

nnnuitiea paid by Germany under the !lorroa Plnn t he am of 55,000,000 gold 

mo.rko por annUli on account ot the costa of the A.':lericnn Army of Oecupo.tion. 

Onder this agreemant the balance due on account of arcy coats would hnvo 

been liquidated in about !i!teon years • 

In 1929 the .,..,eo Plnn wns superaodod by the ToW>t: Plnn. Tho On1 ted 

Stntoa wna not reprooentod on the cocci t tee which foroulatcd the Young P1nn. 

'!'hie plM attempted to eatabl1eh the total amount whioh Gemany could ~ 

wi thin its abilit~ over a puriod of 7eare. In ordor to o.:>ke tho Younc Plnn 

all-ineluaive, tho ce~CC1ttoe 1\lloceted to the United St-\tea = """race 

Nlnuity of 66,100,000 reiehllliArl<a n year for t hlrt;r-aoven 7""" and r. tlnt 

annuity of 40 ,800,000 reicb.mnrke a year for o pori oA o! fifteen Jeer• 

thoro::>fter. '!'he Unit ed stotea occepted tho allocat i on made to it , but b7 

' hia aoceptn.,ce it dill not bocome a p:uoty to tho Plan. Of the total ollocotod. 

to tho United st~toe , nn nTerage annuity o! 25, 300,000 r ei chamorka n year 

1?' 
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tor tbirty- so• en yours •~a tixod by tbo Unitu4 Stotea 08 tbo ~ount npplicublo 

to tho C03ts of thu Amortcon Army of Occupation. Tho ogr edment entered Into 

~der dato or June 23, 1930 between Oermony nnd tho United States, pursuant 

to tha Act of Congroas opprovod Juno 5, 1930, among other pl'Ovtaiona roqulrea 

tbo payment of thla sum o ch yaor on account of tbo ~ costa oyor tho period 
monUonod. 

In f ixing tho nmount to be puid by Oorm.ny under tho Young Plftn , tho 

Govornmonta of Frnnce nnd Croat Bri toin ogrood to cuncc1 tho bt lnnco duo 

on account of thu coato of their armies or occupation . This nmountud to 

cpproxilDote1y l()j& of tho origin.U nmount duo . In order to r·.cllitr.to the 

r.doption or tbo pln:~ Cllld ~ cooperntc in " gonorcl Europoon sottl6mont , th.; 

Unl ted States , lso ~>gruod ~ cnncol 1~ or 1 te original 011:11 coats . Tho 

nmount originclly due on account or c~ costs woe $292, &&3,435.?9 end on 

September l , 1929, tho dote us of which tbu no -colled Young Plan booomo 

offectivo, i t hnd boon reduce& to $19a ,936, ?65. 20. Th!a sum roduco4 by 

t 29, 266, 343. 5B na n result of tho cbovo-montionod nrrrng~nt tor c·~coll!ng 

10): left a brolcnco duo or $164 ,&?0, 421. &2 . 'l'tle tuoount or the nnnuit!ee 

Which tho United Stctos will receive ovur tho th!rty- seYon yonr period 

•ggrugotea 1,048,100,000 ro!chsmrxks (upproxiootoly $422,700, 000) . 'l'tlo 

difference botwoon tho b: l o.neo duo 11fter doduoting l~ and tho nmount to 

bo roeeived ovor tho untiro por!od repruaonts , to some extent , un uddi-

tionr.l amount i ncluded in the totcl sum ~ bo puld by Oe=ny on account 

ot this indobtodnoss to COlDponaoto tho Unitnd Stotos for the ndditionsl 

t !mo required to l 1qui4uto tho indobtednose bw.yond t~o f!ftoen-yoor 

pot-1o4 thHt would bnvo boon required under tho ngroumont of J nnu<.ry 14, 

1925. }j 

Tho eottlomont wao 41eouoaed in tho ~~ol Report of tho SOcro~ry or tho 
Troasury tor tho riaoal. yoar ended 1uno 30, 1930. 
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'nl" Uni tecl sta t es holds bonds or the Cen:ru Co•orr=o:~t deliYuJ'Od 

under the funding egreomont or JurB 23 , 19~, in the principal amount or 

9~7 ,500, 000 reichAmarks, or convorted at 40. 33 centa (new par) to the rei~hs­

mork , 0102, 2111 , 750. Tho ntoymont or the two bond• in tho principal amount or 

lt, e50, 000 r eiehscarks each, due on Sopt embor 30, 1931, end ~rcn ~1 , 1932 1 

was postponed under tho J oint Rt•rolu~ion or Congraaa approved DQco,.o..r !!3, 

1931. SullGRquent princi pal payments eggrege tina 71 , 800, 000 raichSCW~rks, 

tntorest payments ecgrogeting 3 , 351, 312. 50 r eiohmnorks , and annuities undor 

th11 moratorium ogr etlment aggregating 7 ,M5, 247. 25 r oichsmarks havo not boen 

paid ea r uquirod by tho provisions of tho C.:>..,..n-AJt. ric..Jl debt egroeiDI)nt • t 

1""' ,3, lt;30 end tho 1.:0ruto.ium a;;roc,...nt or LtJ:r l:d , 11132. 'lh ' following 

stat<:CIIlnt indie&toa the. oaount no• auo tho unit..ul sto ..... on account or ormy 

costs: 

Tutol ;.rmy coot ohart;us (-;ross ) 1 

including OX])ODSOS or I nt ·· r .. lliod 
Rh inolt>ud High Cor<."l•oion (Alrrican 
J)ope_r"tnlent) • • • •••••••••• ••.. ••••••••••••.•••.•• . •.• • 

Crocit .. to Corr.any: 
Armistieo funds (cash requisition 

on eo~n covcrncont) •••••••••••• $37,50t, 8C5. 97 
Provost tinos ........ .. . ........ . . . 15~,033. 84 
Abandon£d onomy war material ••.•••• 5 , 240,759 . 2~ 
ArUdstie" trucks •••• • •••• .••• •• •. •• 1 , 532, 006. 34 
Spe1·o parts for ermiotioe trucks. .. 355, 546. 73 
coal eequirod by ormy or occupation _____ 756. 33 

Paymonts r eeeivod: 
Under the e~ cost egroeaont or 
~ 25, 1923, wh ich was suporsedod 
by egreOIIlOnt or J'anuary 14, 1925. 14,725, 154. 4Ci 

Under Paris agruement ot January 
14, 1925 ••.••••••••••• • • •.• ••••• • 39, 203, 725 . 89 

44! 797! 790. 30 
247,863,645.40 

Undor dobt ~groument of J una 23, 
1930 ••• • •••••••• • •••••••••• •••••• 12 , 069 , ~31 .84 65. ~9~,5~~·~3 

u id balenco or oriGinal armY cos t s . •••••••••••• •• • • 181, 86 , 133. 36 

Note· ~~:Sbalenco duo on account of army eoets i s exclusive or tbu 10 po r 
cont .rud~e;ion ellowod in tho omount or tbo totol er~ costs originally duo , 

h ~ to accord \lith similar r oductione 
contom:~letod in thil egr~~c:o..nt wit " rtll8ny, b y Ple 
aecoptod by t he eo~ornconta of rrone& ona c:-c.nda t 81"1 tain d U::~r \~ ~=t Ro~o­
'!11u 

81110
unt du·; durinc; t hu rlaet l ·; .uz U32 o post poDC. 

lutiOn or DococbUr 23, 1931 , hbs not b&on doductod trom belunco duo . 
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!.hxed Claims. - Under tho agreement ot A~at 10, 1922, provtaion -.a 

made tor the creation or the Uixed Claims c---•s•ion, 0 it 
-~ v n ed States and Cormany, 

with authority to determine and adjudicate the wmount or all olatma or the 

United States and it3 notionals against Germany baaed on the terms or existing 

treatleo. Under the provtaione or the Finance U!n!etero• Agre&Oent aboye 

centloned, tho United States was to receive out or the Dawes annuities tor 

account or these awards 2-l/~ or all receipts rroa Germany available tor 

reparation payments Carter deducting prior chBrges) . The agreement stipulated, 

however, that not more than 45 , 000 ,000 gpld ~arko oould le recei ved in any one 

year . As indicated above, the Da~>es Plan "os oupor seded in 1929 by the Young 

Plen. Ot the 66, 10C ,OOO reichomarks allocated to the United Stete3 under the 

Young Plan, a flat a.nnui ty or 4C,80C, OOC reichnul'lco tor flrty-two years woe 

f ixed by the United States "" the amount appl1ouble t.o Wxed Clalma ewo.rda. 

The agreement entered into on JUne 2~, 1930, between Germany and the Unltod 

Sta~ou lllno provides for th~ payreent of this eum oaeb year on account or 

these claimo, in tbe name monner as 1t provlden Cor peymento on account or 

eney eocts . Y 

The United states under the debt agreo::ont ot .Tune 23, 1930 reoohed bonds 

or the Gorman Govar=ont a• avldence or thio indobtoodnoas , including interest on 

all awards to the dato or payment, in the principal amount or 2,121,~00,000 

rolchomarka ($855,641 ,280), of which it io eoti•~ted that 1,496,600, 000 reichs­

merke (£603,578,780) rupronont private awardll nod 625, 000,000 reichcmarkn 

(t252, r62, 500) represent awordn entorod ln toYor or the United Stnteo Gover~ont. 

Tho bonds ore not !ntoroat-bearlng, but the principal aoount thereof lo oatt.ated 

to bo auttle lont to pay tho totnl nmount of the awnrda ot the Ulxed Clalma Com­

mtaoton ontered in rnvor or tho United States ond Ita nLtionols , wbi~h owurd• 

bear Interest by th~ir torm.I!O ot various rntos, ganoroll;,o 5\11. Tho Sott1oment 

Jj Tbo oettl""'~nt wos dloouoced in tho Anntt:Ll Roport or thu Secretary or the 
Tro;,auxy ror tbtt thoal yeer 1930. 
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or '.f, • Cl ailllD Ac•, opprovod L:Hrch 10, 1'28, changed the teJ"mD or the 

Dwe:rds so that t hoy would bear inte:rest accordins to their tel'IJB only 

up to Junu.cry l, 11128, and rrao that dato unt11 peid at the z-ate or S!' 
;er annum. 

Tl'.e Mlled Claima Con·.ission luis entllred and cert ified to the Trees­

wr, to> payment ewerdd in favor or A• - rican nationals in the approxi mate 

amount of $150,000,000 , In addition, ~he Oovornmont boa received ewordo 

on its own occount in the princ i pal 8J:IOUDt or about ~~.000,000, peymnt 

on eecoW\t of wn.tch, ho~&var, hes been c•lf erre d under tho su..lemnt ot 

I~• Clr ims Act unt11 attl'r all private clsit:a ore liquidat.Jd 111 tull . 

n.~ Tro11eury hee :reeo i w d rroa:: :;.. rr.eny ~n account of these e war<ls 

under the varioua at;l'O~mants above ""'ntion<>d the sum of :):>3 , 396, 76J ,57. 

1': • .- belence due fl'om 0 ,.,.,Jny en eccount or tho bonds above IOOUtionod ia 

to bo pai~ in a ccordanco with the debt ogreumont or Juno 23, 1'30, in 

camiannuel instollmonte of 20, 400,000 roichiiiiW'ka on 5<:!1\<>cb->r 30 and 

Mo."- 31 of aDell yr,.o1 tor a period of fifty-two yoars beginning llorch 

31 , 1930. Tbo principal payments e88%'8oating 102 ,000,000 ~oichsmarks 

duo on this account from SoJ>terubor ::.o, lll31 to Se;>tomber 30, 1933, in­

oluoive , which waro postponed to MVroh 31, 1934, ond principal peymont a 

aggroQot ing 81, &00, 000 ~10hmL&rks and intcroat paymonts aggragatins 

12, 750 , 000 roichs:nurka duo rrom Murch 31, 11134 to saptllmber 30, 1113!!, 

hovo not beon peid by tbc. Coi"Z118D Covvrnmont . 

Tl.e at.atus or tbo indebtedness of C<l> -DY to tbo United S t .. tes 68 

ot ~~reb 1, 1935, ie summarized in the f ollowi ng teblo : 
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INDSBl'EilNE'l1 OF CERIIAN GOVERNliZ.UI' TO THE UNI'l'tll STATES JS OF JANUARY 10 1 1936 

Total indebted- Interest 
t:eoe e..o o£ accrued 

Indebtedneas January 101 Prine iplll. and 
88 fUnded 1936 Unpaid unpaid 

Aray Cost a (Re~ohsmark8) . . l ll4811001000 110021668, 698.11 99? 1 5001 Q()O 313!11 1312. 50 

Llixed C1nims (Reicbsmarks) . 2 , 121,600,000 2,062, ?501000 .00 2,040 ,000 ,000 12,700,000. 00 

Total (Reicb=ks) 3,169 , ?001000 
1/ 3 103? ,6001000 161101,312. 50 . . - 3,055,4181698. 11 

E~ui~\ent in dollars 
(R. M. 0 $ . 4033) $112?813401010 $11232 ,2501360. 95 $112261023 , ?50 $61493,659. 33 

Total p:>ymonte 
reeei ved 118 o r P:>ymen ta or 

January 10 1 193S Pr incipal 

~ Costs (Reicbsmarks) • 51,466,406 . 25 50,600100C 

Mixed Cl&ima (Reichemarks) 8? , 210 ,000.00 81,600,000 

Total ( Rai cbsmllrks) . . 138,666,406. 25 132. 200. 000 

Amountu received in dollars $33, 68? ,809. 69 $311539,595.84 

Interest accrued 
under moraterium 
agree100nt and un-

paid 

1181?138!1. &1 

1 ,81?,385.£,1 

!)?321 951 .,2 

Ptcyoer.to e r 
Interest 

866,406. 25 

6. 610 . 000 . 00 

6,4661406. 26 

$2,048, 213 .85 

1/ Includes 4,0 2?,611. 95 reichemarks deposited by tbe Cerman Government i n tbe Konver~ion.kasse tur Deutsche 

AU!Ilandssebulden and not paid to the United states in dollars 08 required by tbe debt tund ODd 100ratcrium 

agreements . 
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R!:PARATIONS 

CaDp1oto informntion aboo•~- the tot·' omount f .....,. ""' o reparntio114 that Ger::>~~.ey 

has paid under the Trenty of Veran111ea to the Creditor Governments is not 

avn1lab1o na no <:ompl eto accounting wns made of the r epnration ~enta made 

pri or to the adoption of the Dawes Plan on September 1 , 1924. The Dosoea Plan 

waa au:peraoded on ltey 17, 1930, by n modifi ed !l8'17 PlM (Young Plo.n) tor the 

~nt of reparations by Oeri!IOllY• In the ~ .A&roemonts of Jnnunry 20, 1930, 

uhich cado tho Young PlM effective, there ,., .... incorporoted, in accordance oith 

a recom:tend.:ltion conteined in the Report of tho Yoq COI!I':Iittee , a provision 

aa fo11owal 

"Tho s~tory Governments recognize that tho nocounta between 
the l!eparntion COI!miaaion and Gon:lall,7 r el:ltin& to trnn•actiona prior 
to the period of the ~tres Plnn, together with all accounts involvin& 
credit a to Gol"ClalV , either ll07 or in tho future, oga1114t the originGl 
capitAl debt are henceforth obsolote and 171thout practical etroct and 

doclnre them closed in their proaant condi tion. 11 

The Young Plan aa reco~~mended by tho Coumittee of Experts was intended to 

telce effect , according to ita toms, as nt Septeober 1, 1929; but owing to the 

time expended by tho conferences between the 1nter11s tod 1:0vernmenta, by tho 

work of tho organiza~n committees , and by tho process of ratification in the 

principal countries concorned, it did not becaDe &!foeti ve until llo:r 17, 193:), 

Duri11g tho Transition Period !raD September 1 , 1939 , to lla,y 17, 1930, tho 

annuitiee under the Young Plan falling within that period were pa.id q.nd trans­

ferred under the aystam of a4m1nistrat1on provided by tho Dartos Plo.n. The 

tranaactiona made during tho Transition Period in the tUD<U deri•od from tho 

annul tie a under tho DawAa Plan represent, in effect , tho liquidation of out-

atandin& balancea under that Plan. 

Tho amounta paid by Oe""""'7 under t ho J:lA'es Plan from septocber 1, 1924, 

to Wq 17, 1930, and undor tho Young Plan frar. September 1 , 1929, to liq 17, 
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1930, l'lill be found in detail in the r eporta of the AGent Goneral for 

Reparation Par-nenta , The final repo.rt of the Ao;ent Gonera.l ,.08 iuued in 

l4a¥ • 1930, and ia r eplete l7ith information concerning ])Q1menta IIIC.de b;r 

Gei'IlltU1Y under the Do.wos and Young Plane from September 1 , 1924, to 110¥ 17, 

1930. On lola¥ 17, 1930, the administration of the onnuities under the YOWlg 

Plan wna token over b;r the ll!lnlc for I n ternc.tioncl Se ttlements , Bc\ale, 

Switzer l o.nd, in e.<:cordrulce 1>ith the provilions of the Young Plan , and the 

r eport of the ~nta a.lde b;r Gon:lllll;f since that dD.te under the YoW>g Plan 

bas be~n incorporoted 1n the annual reports of that inetitution. 

The Treasur;r hoe not ovailoble for distribution nn:r copies of the v:>rioua 

documents aentioned above. Copiee of such docuconta COT probabl;r be obtninod 

ot a noanincl price froo the World Pence Foundation, 40 llount Vernon Street , 

:Boston, llassacbuaetta , or from the British L1brar:r of Information, 2?0 ll&dison 

Avenue , Jlew York , !f. y, 'l'be ~~~. 1921&, iuue of the federal l!esorve Bulletin 

contain• a cow of the l)e.wes Plan, the July, 1929, iaeua containe a cop:r of 

the Young Plan u recoamended b;r the Ccmmlttee of bperto, and the J.pril, 1930 , 

issuo contains copies of The !Iague Agreeoenta of Jezruar;r 20, 1930, which made 

the Young Plan effective. The supply of the Federal Roaerve Bulletins hoe 

been oxhouated, but aucb bulle tins ~ probabl;r bo available in a local bank 

or public librar;r. 

Tho Uni td States 1e not a a1«n&tor:r to either the De.weo Plan or the Yo\II!C 

Plan, and did not claim and hAl not received an:r reparation ~nto. The 

amounts received by thD Unitod stotes, oe ebown in the followin« table, ore on 

account of t hD coato of t he American Arm;r of Occupation and the awords of tbe 

Kixed Clo.1.ms COIIIIIhdon , United Ste.tee and Go~· 
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D~3'l' t!311l'IlN •• H'G CR Jli'J.'OR 1'-IV: II - ~r.g • ·: l' . • Y'· ms ., D'l BY t;":"l' Jl'l 

Utm:;:R DAWES :.ND YeUNG P'....NS FOOl.! S!P'Canf 1, 19.? .• , Wi IIARCii 31, ~935 

--------------------- - --Delwea pl.Ju\ Young P1nn 

September 1 , 1924 , septeaber 1 , 1929, 
to to 

Creditor Covornmenta !1'1y 17, 19:30 !!".reb 31, 1935 

Nc&i vl..ng p1yments (ConD'ln t!·>rks) (Corm.:m ~;,,rke) 

--------~(1;,!)~ ---- <:"'2)'-=,....,,.---
rr .nco •• . • . . . . .. . . . . . . . • . •. . .. • . . . . . • . . 3 , 939 ,182,589. 10 1 , 429 ,869 , 126.82 

Cro~t Brit:>in.... . . . ... . •. . .. .. • • • • . • • . • 1,?54 , ·110 , 293 . 08 165, 9&4 , 080 . 77 

lt1ly. .. . ........ . ........ . •• •• • • • .. .• • • ;,.)5 , 130 ,021.36 232 ,005 , 681 • • :30 

Bol.-lu:o................................. 527, 499 , 269 .11 19-; ,t.ll, 909 . 60 

Yugoel w 111....... ... . .. . . . . .. .. . . .. . . . . . 275, 160,195. 86 16!>,101,164 . 79 

Unitad st-,taa ... .• . . . . . ... • . . . .. • • . • . .• • 300, l30 ,667. BO 76 , 9:SO,OCO. :JO 

RurD"lnt:'l •••.•.•..••• . •••.•••.•••••••••••• 

J'lp'-Ul ....... ....... . . .................. . 

!'Ort\1"~ .... • • .•• •• • • · ................. . 

CNOCu ••.••.•••••••..•.•••......•.•••... 

l'01:tnd .......................... . •. • • · • • 

Totuo ......... . . . .......... . 
sarvico c.n Colm<.n t:xtorn ll Lo'lll 19~ • . •• 

Solrvlca on Coro Ul Cov.>rm:wnt Inturn'ltiono.l 

:>-}. Lou 1930 .... ... ................. . 

67 , 213 , 619 . 97 12, 660 ,000 . 00 
~5,077,711.56 25,619 ,361. 59 
:-< ,69~ , 701.61 22 , '>62 ,126. 97 
23 , 73-.,396 . 13 5,~o;, ,919 . 9-. 

1,1,17 ,190. 26 1 ,12-; , 456 . 33 

7 ···~ , 11)1, 156 .14 
·139, 6:30 , 721 . 95 

2 , 631 , 19; ,155.11 
3&, , 163 , 9-:6 . 67 

::xptln:tos . eto . . . . . . . . . . . . . . . . . . . . . . . . . . . 7•! , 976 ,870 . 6·-k 
239 ,990,366. 42 

36, 513 , 663 . 69 

Lo!ll> to eon:r-.n R"'U""Y Comp::my on b.lb:Uf 

ot' Crodi t£#r C'l•ta:"Il!:lurota • • ••••••••••••• 

"'o tlw Co>rt:l~ COV.:lmm.>nt 1n 'l.CCOrd'UIC& 

w1 th the instructions or tho Yusos1"v 

COV.:l~nt boing tbv ehtr~ o r Yugos1 -via 

in tba nonpoatpon·.l:la p . .rt or tho ;..nnuity 

ror the p.riod !Tan July 1, 1931 to Juna 30, 

1932 (oor.tori=l . . .................. . 

il1lnnoo 1n B'llk for Intorn,ticmnl Sottlo· 

m.nts on l11rcb 31 , 193~ .. .. ......... .. 

Tot~1 P"ymonta ••• . ... .•. .. .•. 7 , 91.6,968,7r.6 . 73 

s.~o , J35 , 101.76 

125.633.961.98 

3 , 9o!5 , 210 , 631 .95 

Tot11 D1str1but od 
under I)Qwes 'Uid 

Young Plcns , 
Svptomhor 1 , 1921>, 
t<> ll~rcb :n, 1935 
J Co_!?2," !tl rlc!L__ _ 
5 ,369,052 , 015,92 
2 , 120, 371,373. 65 

787,135,705. 66 
721 , 9ll ,i~.01 

440,261 ,360. 65 
377,360, 667 . 60 

79 ,903 ,6)9 . 97 
70 , 697,993 .15 
66 , 976 , 6:30 . 56 
29 , 1•l0, 316 . 07 

2 , 541 ,916. 59 

10 , 06~ ,375 ,311 .25 

803, 994 , 670 . 62 

239 , 990 ,366 •• 2 
ll3 ,~9o . ?5--~ . rK\ 

s.~o , n5, 001. 76 

5,379, 29o; . 12 

125,633, 961 . 96 

11 ,694, 199,360 . 66 

t ---~=. ho> tor ,g .• ng st t~rn~nt do.la not inc1udo :ny p-iyin,nts r "cul v Jd byt!i,i(ficdttor COv.>l'l1Q,JDts prior t o 

• tbv incoption of tbo OO.wolo P1~, or any or tlw ·llllOunts ro'lliz.:~d by CNditor Cov~rnmants from eour cas ou t~ lde 

tb.l ll''lrtls 'Uid Young P1'>no . (Sourco or tn:ro nn!lti on : 3oo n.:lxt P:lS" · ) 
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The 1nformo.t1on shown in tho t'or.>g )ins atlltement wns obtained from 

tho reports listed b&lOW! 

(l) Rep~rt ut tho Agent Von&r~ for topnration P~ymar.te, 
'!ny 21, 1930, pogo 336; 

( 2) R~P<>=t of th-> /.a~"llt CenorU f <: r R~pnrotion ?nym.3nts , 
liGY 21 , 1930, pogcs 344 Md 356 ; 

Fir at An<•Uill Rel)Ort of thu B~nk for Int~ rn::tiono.l 

Sott1omonto, !lnrch 31, 1931, AnnJ x VI:> nnd Anna" Vlb; 
Second Annuo.l lloport o f tho BMk tor lntJ rnntion'\1 

5ott10I:IOD ts, f!r\rcb 3 1, 1932, Annox V". '\Dd Annux Vb; 
Tbird Annu• l <loport o f ·t,)lo :l •nk t or I ntorMt 1onr.l 

'3Jttb!IUDtS, 'ltlrcb 31 , 193.1, Ann>X 'I; 
Fourth Annu:>l Report ~r th ~ ~~nk t or Inturnntlcnnl 

S.-ttloo:lnta, !l:lr~b 31 , 1934, l.nn~x ;ai; ll!ld 
Fifth Annuol Ro,ort of tbo a~k f or Int~tlonnl 
S~ttl~o~nts , !!nrch 31, 193!1 , MJ\U X. 

3J,;. 
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Various aupplc:llcnte.ry agre~nonts have been tl84o with the Gennan Govern­

ment concerning r opn•·ation ~o:tts and other financial matt ers. i'ho report 

of the :10-<:alled Vi~in COI!r.itteo rolati vo to the iLJoe.Uate further crodit 

noods of Garmany ond to t he posaibiliticu of converting a portion of tho short­

tom coaoorcial i."ldcbtodnoas of Gero8.ll7 L'lto long-tom credit. , .,88 cado in 

Auaust , 1931 . Tho Spocinl Advisory Coornittce , convoked by the Bonk tor I nter­

national Sot t1cconta at the • equout of tho Goronn Gove~ont , issued i ta r eport 

in Docoobor , 1931, r o1at ivo pri~ri1y t o the f i nonci nl on~ oco~ic condition 

ot Go~. 'fuo ~tion ont tor wns further Jiacuaacd nt tho Is:::onc.nne 

Conforc~o in aoonion fr~ Juno 16 , 1932, to July 9, 1932. Copioa of ouch 

roports D:l;' probcb1:r bo obtained ! r oc tho t:or1d ?once ?o~mdation or from the 

:British Lib re:ey of Inforontion previously mentioned. The Sll,pp1oment to the 

London Economist of J enuor:r 23 , 1ro2, e·1titlod 1 !!epru-ntions and Vo.r Debts , • 

contains conaidernb1c i~orcntion r egnr ding r opnrnti on ond wo.r debt payments 

ond tho otfoct of the ::oretori\J:l on tho budr,eta of t::.o ·,nriou o;overnoont c 

c:onc:omod. .A.J.no tho SUpplcnent to tho London Eeono:nint dated November 12, 1932, 

entitled "Tho l'le.r Dcbte," r.>ay bo of intoreut as it contt~inn 1t sreat deal of 

infor~tion c:onco~ intergovo~ntal ind.obtedncas. 

The following iu ~ bib1i~~rn~~ of re~~tion public~tione , c:opiea of 

n:uc:h oo.,v no doubt b3 oMM:.od fr<lC ~ loc:.l public libr:tr;r. 

Econ~ic co~neq·~~CCG of tho Poaco, 
:a;r J. u. Koynco. :.laccillcn o.ud Cor.J!)(WY. 

J. llovi sion .,f tilo ~nt;,•. 
'3;/ J. :.!. Y.oyn\lS• ~I:>C'"'!i)h.'l :>nd Co...,.'lll;/• 

lol::d116 of t he Repe>retio~ on.l Eeoncc:ic Soc:tir no 

of th.:l Tronty• :a;r :s,rnord u. B~ruch. (liow York) Ehrpor and Bros • 

'lnl..'\t G<lr'"C\1\Y b.'ld 1'31d undor th.:l Tr.,~ty o! Vcrat'.illcs . 

:a;; LuJo Brontono. (:Sorlin) 11:\l tor do Gru;rt cr ani 

Coop:>.r.;!• (No" York) DOuble~· 
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Gon:l3l!Y' s !:a]l<lCHy to Pey . 
!tl ;;. G. Moulton o.ni Constantino 1.!-Guire. 
(~es~ington) Bro~~~o l~otitution. 

Tho !lr.r.ca Plan in tho ll:ki:~g, 
B; R. c. ~cs. (u~~ York) Bobbo . 

T'.1o Drl~os Plan and tho Noo Economics . 
By G • P • Auld. (:IO\T Yor!t) DOublocl.ny. 

Gormo..""l,V :md Her Dobtn . 
By L. L • :B. Al\$C.3 . :SOnr:r J . S ii:J::.onde, 

Tho Truth A bout th~ Tre!\t;r. 
B; lJ. Tn.r:iieu. lloddor . 

Tho ~ of 3cpcrnt1or.n. 
B; iij!\ln:lr Sch-,.~ht • JoMt~ C!\poo 

EUp.~ntio~ 3evi~cd. 
~ A.!ldrcu II:Jcl"~·enr.. ~n!l . 

lkr Dobt s and \lorld ?ronporitj• • 
D:f li. G. Youlton :nd Loo P~ovolaky. 
(lholl1np:ton) llrookilll'a l nc.ti tut ion. 

l'.istor; o.? Rep· .·ctions. 
3:" Co.rl JOl"')';ll'.nn. ,,1~~ *', ror"''"()rd 
b:· Sir Josi<-l! :;t~~T"r> • 
(Lo~don) z. 1k ::l". ( 1:':;~·) 

Tho R •p..,..·-.tic:. set ~lo:~o:>t 1930. 
3;, ::lu~:;"a ?etc..· A;'CT"• 
-::o:-1.:. ?ca.c<l :;"ot::>..:.">t~~ (lJJO) • 

Tc.J L:"..l.k 7-."or : .tc:-" ..... ~1 .... \~ Sc.t t;ly_x:~tc ut :'<-r;c. 
:::.: 3lc;:.n?" L:l..,..i'l..: .Jull ... s . 
(::., ... 7~rl<~ :w.c::dn~.n (19:1:.). 

335 
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EI;G!.AND COW JO!IFS - Oct.ober 1~ , 1~6. 

DENIES DI NA R DEVALUAT I ON OCT 14 I~ 

LONDON - REUTERS DISPATCH FROM BELGRADE 

STATES THE ~UGO-SLAV F INANCE MINISTER TODAY 

CATEGOR ICALLY DENI ED A RUMOR THAT THE DINAR WI LL 

BE DEVALUED - COMMERCIAL CI RCLES HOWEVER 

PO I NT OUT THE DISCREPANCY BETWEEN GOVER NMENT 

THEORY AND PRACTICE THE DINAR HAVING FALLEN TO 

250 D INARS TO THE POUND STERLING FROM 234 AND 

WOULD HAVE FALLEN FURTHER HAD NOT THE NATI ONAL 

~ANK INTERVENED SELLING 50 000 PDS AT 250 -

THE PRESENT RA TE SHOWS AN ACTUAL DEVALUATION 

OF 5 PC DESPITE ALL CLA IMS OF STAB ILITY 

-o-

UNL 1 KELY TO OB~,CT TO ANGLO-CHI NESf CBFD IT 

LONDON - REUTERS DISPATCH FROM TOK IO 

STATES THAT ALTHOUGH OFFICIAL COMMENT IS NOT 

336 

AVA 1 LABLE IT IS NOT EXPECTED IN I NFORMED-.CJ R­

CLES THAT ~APAN WILL RAISE OB~ECTIONS TO BRIT- f 

ISH CREDITS TO CHIN~ SO LONG AS THE SCHEME I S 

NOT POLITICAL OCT 14 1936 

- o-
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001 JONES Oct ober 14, 1956. 

(DJ 4 : vO P . t .• , 10 /14/36 } 

Sneff1eld, Bn~. - UP - Cvpt. Ant hony Eden, For. Secy., 

emphe~1CBlly stressed the Br1t . Govt. ' s continued support o f 

t pr1r.c1r ·e of .1 "l-1!'ltervent1 .n i n SoA1n ' s civil ·~r1'Bre. 

£den , referr1 t.? Cle ;;- ., rty U. S., Brit.. ~nd Fr. currency 

"'r· mel' t ,.P l.d , • AnS 1Jrp~rt1t>l o b 1erver of the prasent lnt emetl. 

ecen ~st ~profoundlY i mpressed tu t he pc·~ntial s1gn1f1osoce 

? 1' t.he 1ncr ~l'e of worl d t rode upon the pol1t1c!.'l pro'bleme v·h1Ch 

beset ue. 

Regraded Unclassified 



DOll JOI:ES Cctober 14, 1~6 • 

<l£61 ~ t J :lO ..J-/0 
POLAND TO STUDY DEVALUAT I ON EFFECTS 

LONDON- A DISPATCH FROM WARSAW ·ro 1 HE 

EXCHANGE TELEGRAPH STATES THAT THE GOVERNOR OF 

THE BANK OF POLAND IS GOING TO FRANCE SW ITZER­

LAND AND ITALY TO STUDY THE EFFECTS OF 

DEVALUATION IN THOSE COUNTRIES AND TO REPORT 

HIS FINDINGS TO THE POLISH GOVERNMENT 

-0-

339 
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PARIS DOll J CilfS - October 14, lilM. 

:RENCH SITUATION 

PARIS- THE INFLUX OF CAPITAL INTO FRANCE 

S INCE THE NEW FRANC HAS BEEN MADE EFFECT IV E 

HAS MORE THAN FULFIL~D EXPECTATIONS AND HAS 

ENABLED THE FRENCH EXCHANGE FUND TO 

ACCUMULATE HANDSO~BALANCES IN STERLING AND 

TO A LESSER EXTENT IN DOLLARS WHICH UNDER 

THE NEW TECHNICAL AGREEMENT MAY BE CONVERTED 

INTO EARMARKED GOLD AT LONDON AND NEW YORK 

Vl.ll4J936 ADD FRENCH SITUATION 

EVERY DAY OFFERS OF FOREIGN EXCHANGE 

HAVE EXCEEDED THE DEM AND- THE INDICATIONS ARE 

THAT NOT ONLY HAS THERE BEEN LIQUIDATION OF 

SPECULATIVE pOSITIONS IN THE FRANC BUT ALSO 

THAT A REPATRIATION OF BALANC ES TO RECONSTITUTE 

WORKING CAPITAL IS IN PROCESS 

A CONTINUANCE OF THIS ONE-WAY MARKET IS 

EXPECTED FOR SOME TIME OWING TO SUCCESSIVE 

MATURITIES OF SPECULAT IVE ENGAGEMENTS AND THE 

TENDENCY OF EXPORTERS TO BRING BACK BALANCES 

ACCUMULATED ABROAD 
A GO~ERNMENTAL COMMUNLOUE STRESSES~E 

GREAT CHEAPENING OF SHORT LE~NEY RAT£5-W~ I CH 
HAS TAKEN PLACE SINCE DEVALUATION ALONG WITH THE 

IMPROVEMENT IN RENTES THE YIELD ON THE PERPETU­

AL 3S FALLING FROM 4 21 PC ON SEPTEMBER 15 TO 

3 48 
PC ON OCTOBER 9 WHILE THE YIELD ON THE 4 

1-2S OF 1932 HAS FALLEN FROM 6 PC TO .4 92 PC 

Regraded Unclassified 
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ocT 14 \9ll 
ADD FRENCH S I TUATION 

PARIS- THE IMPROVEMENT IS ACTUALLY GREATER 

TH AN THE FIGURES GIVEN IN THE COMMUN IQUE BE-

CAUSE RENTES HAVE I MPROVED FURTHER SINCE OCT 9-

THt COMMUNIQUE ADDS THAT MANUFACTURERS AND MER­

CH ANTS WILL BE ABLE IN THE NEAR FUTURE TO RE­

DUCE THE WE IGHT OF LONG TERM DEBTS 

SIMULTANEOUSLY AN OFF ICIAL DEN IAL HAS BEEN 

G IV EN TO THE REPORT THAT THE FRENCH GOVERNMENT 

PLANS A CONYERS I ON OF THf PIIBI I C DEBT- HERE 

EVERYTHING DEPENDS UPON THE APPROXIMATION OF 

RE NTES TO THE IR PAR ITI ES AND THE 4 1-25 OF 1932 

ARE STILL UNDER B5 AS CONTRASTED WITH THE 3 PC 

SWI SS RAILWAY BONDS WHICH ARE A STANDARD 

SWISS GOVEqNMENT BOND AND ARE QUOTED AT 93 50 

-o-
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