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-·-
Buk for Iiltenlati~ a.tu-te lloc* ,.._ 

a.. lltMUUatica 
•• , .... .ac-t• ot r.s.r.J. ~t 

111101a ~ .... r_.rnteaUca witla Oplaaa- 12/ll/)6 .. n.mx 1.40-145 
l•nHn& ~el.otica Cleat•-• lllllr, Joclee, 3eeee 3ooea, Cl'owlq, 

O•Ooamor, !&7lor, Ball, aDd Upbaa - l2/1J./36.... ••• • • 161-166 
(Upbu -.-.11a) 

haator Glaee adrtHe lllllr tlaet Pl'eeideat • e .Adne01'7 
O~ttM oo BankiD& Lelielatioo ebould take toru.l 
aotioo •ptneta 'ftl'lle IIIIJr to Ktob loolea, who KDta 
to abeori> r-tiooe or other ~l'DIIent •cenoiee -
12/17/36.......... ....................... ......... .. . 25s-2S9,304 

Britiab Jlmbulce lqa.all•tioo Aooount 
a.. Gold 

-c -

CbiMs.,• HliJr--Cbin~se delega~loo c'lnYaraatlont~, Book LIXVIll , 
•Ciilini lai-sbek taken pruooar reported to Loobbeed 

&ad b7 Locbbead to BMlr- 12/13/)6 ••••• •••••••••••••• 
lllllr talle Loobbead to cable Buolt e.ncl llioboleoo tor 

expl&Datlao- 12/14/36 •••••••••• •••• ••••••••• ••••• ••• 
a.oant clnalopoenta (aut.borit;y at Oeatral Gon......,t 

•treo&tbeaed, Chiaq Kai .ahelt lticlnappln&, et cetera) 
reported to rDR - 12/17/36 ••••• •••••••••••• •••••••••• 

(a.&e ._,..andla) 
lioboleon oablee !rca China- 12/17/36 ••••••••••• ••••• • 
Puleat.OD aclrteee situation •atUl loolte ae tbougb it 

will turn oat all ri&bt•- 12/17/36 ••• ••••••••••••••• 
InterweaYill& or world affaire dieouaeed b7 rDR and lllllr -

12/17/36 •••••••••••••• ••••• •• ••••••••••••••••••••••••• 
Central Banlt of China oontident.i&l -rand& upla!ntnc 

un"'lHna:neae to eell eUnr 1n LondOD throQ&b an 
iDte~- ~10/36 .•••• •.••.•.. •.• .•• ••••• •• •••.• 

Crodq, Leo!. 
Senator lheeler (lontana) apin disoWJMa oaee witb lllllr -

12/ll/)6 . . ••• . .•.•••.••••• ••••• •.• .....•• •• . .•••. .•. ••. 

Debte, roreip 
hoanoea 

-D-

BlUr talle 11oore (State Dep&l't8ct) be feu• B11ll1tt 
w1ll &•t 11n1ted St.& tee 1n unteaable poaiticGJ tb1nlta 
tbq ebonld wait untU rm 1a baolt - 12/ll/)6 .. .. .. . 

a) IISlr t.al.k.- to Coob.rea - 12/11/36 •• • • • • • • • • • • • • • 
Bullltt reparU CODYer .. tiOD witb lrenob IU.nJ.eter of rs-- reprd.in& French debt to 11111 ted Statee -
~)6 •••••••••••••••• ••••••••••••••• • •••• •••• • ••• 

t.eac- ot LU.-.. dieoual-. - 12/ll/)6 ••• · · • · • ••• •• • • · ·• 
.Ur • • to 1n Ida - b n hd tin& a "1111 8&711 

1111110lllta4 80tldn& cloiD& - ten1ca 4ebte• - 12/U/36 •• 

PAl• 190 

151-154 

167-168 

222-224 

225-226 

260 

26l-262 

114-117 
121-125 
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-·-lcolN,IIIt.rr1Dc' 
S.. B•nk''ll Lepwticoa Glaaa nnWI& ot dellire to Book Pap 

lnll•ll"~3'~~~~-~!.~.~~~~.~~~~~.:. . . XLYIII 255,)04 
s.. Gol4 

• lhite4 UD&dcaa AtHnoat1co 

_.,_ 

f1nenc1n&1 GoTer-.t 
Ra.a..' 12/l/33- 12/15/36 •••••• ••• •• •• •••••••••••••• XLVIII 171-173 
12~~~ s.. &leo Boots n.v, n.n, ..s n.m 

? eubeoriptiOD alld allotact tiprn -
12/16/36................... ........ ..... .... .... 218-219 ........... 

See llebte, Fo ... ip 
FrenkHn 1 BU1leJ GaM 

See Liquor L&we, Violetioa of 

-0-

Ql .. e, Carter (Saato:r, Virpma) 
See Jl.on!c1nc IAcialatioa. 

Gold 
Sea &lao Book n.ni 
Cbube:rlain intol"'le Bouee of c ... one of 4eoidoa. to inoreaoe 

Bank of liGclan4 11 cold ou:r:rmo;r ... eenea by J:6S alllloa. 
(about $325 alllloa.)J liaultaneoua1y, fiduoia:r)' ilaua will 
be re4uoe4 b7 1:60 allllon (about $)00 111111oa.) - 12/lS/36 •• 

a) Baal CiYal probable expl&DatiOD- 12/lS/)6.,,,,, , ,,, ,, 
b) lhes-pe:r c~t 1D LoDdce - 12/16/)6 •••••••• • • •••••• 

lll&l:r di-HI with Ta;rlor, Ball, Opbaa, laao, Ollpbult, alld 
Locbbead., two &old. t"'mda ill lurope - 12/l.J/)6 ..•••• .••••••. 

1) t70 111111oa., ... pre-ti'IC cold purohued th:roacll 
Bank of :ID&]oDd at tho fiud p:rioa of $34.77 per 
_, in LoDdOD 

2) $S() a1l.lJ.OD1 ... preMDti!ll 80ld purob&Hd llllde:r the 
worldJII• of Tripartite Aare-t end coneiati'll of 
tho p:rooaedo of ate:rll!ll purohlaed 1D aupport of the 
M:rket which, 1D t lll'D, ... ooa.Ye:rted 1Dto cold to 
pl"W'''&Dt the :rilllt of emh•'ll• 

(lll&l:r WDtl to ~~aYe tho $?0 111l.liOD t1llld to 11Dite4 Stlt&IJ 
tb1Dkl I!IOolaa, howeftl', will -ide:r tllio a triok) 

lxobulp of oeblao betwee Fe4e:ral R .. ane Bank of ... Iork 
end va:rtou foraiCD Celltral Bealtl, ....,....s1Dc t:raute:r ot 
-n.d al! to otbe:r Oeetral Buka - 12/10/36 - l /13/'J7 • • 

a ) lll&l:r dJ.-HI with Co 111• lla:r:ri- Ulll 1111'1•" -
~)6 • •• ••••••••• •• •••••• • • • •••••• ••••••••••••• ••••• 

160 
187- 187...& 
20S- 206...& 

156-1~9 

101-101, 
118-120 
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look 

Gold (Coati.Au.d) 
Ster111zat1oa ot tature aaquieitiooe• 

a) Coaterenoe 1A 1111Jr1e ottioeJ present• O.ll.W. Spr..-, 
Walter Stewart, .Rob..-\ WarreD, Loobhea4, Baae, alld 

Bell - ~9/36•••• • •••••••••••• • • •· • • •• • • •••·•• • •• ILYIII 
1) sta~t •Sterillsin& tuture aoqubitioae 

of eol4• (eM pap 15) etudied 
b) Federal Reeerft reactioa to pl&ll - 12/10/'J6 ••••••• 

1) BlUr, Bell, Upbaa, Baaa, Taylor, &Dd Gaatoa 
d.iecuae Ecole a _.aDd• - 12/11/)6 ••••••••• 

2) llocl• diecuaMa aterllhatioa with Upbaa -
12/ll/36 ••• •• ••• •• ••• •• ••••• ••• ••• • ••••• •• ••• 

3) Ecolea 1 1Atoraal note to IIIIJr- 12/15/)6 •••• • 
o) Upb&a recoa.ende: 12/12/36 •• ..•. .••••••• • •• • •• • • 

1) TreaaUl')' should not consent to Eccles' 
1Ashtance that proposal be aut011atio aDd 
cootiDuoue &Dd onl7 terai.Aable or ohiJI&ed 
with appro.U of Federal Reeern Boerd 

2) Tre&SIIr7 should DOt CODeeDt to ~t 
that when &old be&iJle to flow out, UDited 
Stat .. will b~ bill.a to tbe aaount ot 
eter1lbed gold &Dd to that aa<NDt OD17 

3) When propoeal ia put 1Ato eftect, tllli ted 
Stat .. do it directl7 and not tbroU&h 
Stabilization FUnd 

d) Eccles lunches with IIIIJr; Taylor and UplwD aleo 
present- 1,2/lS/36 •••••••• • •••••••• •• ••• •••••••••• 

1) Ecolea presents letter eayin&, 1A eftect, 
that Federal ReserYe start coneidera it 
unnecuear;r and undesirable tor TreaeUZ')' 
to tab action propoeed 

e) Discuaaion with TDR; preeant: PDR, IIIJr, Ecclee, 
and B•ll- 12/17/36• • • • •• • ••• • ••••••••••••• •• •• •• • 

(Bell -oratldua) 
1) JIIIJr reports OODTBreation to TreaeUZ')' groupJ 
o~nta on Ecole a• coeplete reYereal ••••••.• 

2) IIIIJr interprete Ecolee ' reYereal to 1DR -
12/17/)6 • •• • •• •• ••• • •• •••••••••• • •••• •• ••• ••• 

t) TreaaUZ')' YOte (5-4) &Dd d.iaouaaion - 12/18/'J6 •• • • • 
1) Do.eetic gold to go directly to General lund 

(ae now) 
2) To !low tbroup Stabilization .PUDd1 

Olipb&Dt, White, Baae, &Del Taylor 
g) V!Der -oNDd• ce •eold operation• ot the eter1lieed 

t,pe• - 12/19/36 •••• •••••• •• •• •• ••••• •• ••••••• ••••••• 
Great Britain 

s.. Gol4 
• Orlted Kin&dta• .Ab4ioat1ce 

8-lS 

16-21 

57-75 

140-145 
169-1'10 
146-147 

174-179 

227-229 

2.35-254 

262 
287-303 

31Q-311 
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LendlDc Alaolea, Iaterdepart..tal o-1\tee or 
Laaialat.iOD 41aoUMd b)' repre-taUraa ot 

lleoo ... truot10D FiDuoe Corporat1GD1 hder&l Bc.o 
Lou BIUilt loud, a. .. tt~t .&a1a!n:r&u .. , 
Feder&l Bo11411JI& .&a1aiet:r&t.1GD1 hn Oreclit 

look 

AdaWet:r&t1•, et oete:r& - 12/15/)6 ••••••• ••••••••• • XLYUI 
(Opbaa -.-!•) 

Upbaa reporta ODI 12~)6• ••••••••••••• •• ••• • • ••••• • 
1) .t.utborit7 tor -ti• 
2) .t.utborit7 t or Bud&et Bur.au to require leaialat1GD 

b e ali>aitted to i t 
3) Autborit)- tor oreat1011 ot Oo..itt" ot Borrowi.D& 

.&&eno1 .. 
4) Authority t or creati on or Co..it tee or l ankin& 

A&enoi aa 
Liquor La we, Violation or 

8~6h~~. ~~~- ~~~~. ~~~ -~~~~. ~~~~~ 

- s-
BUYer 

See ChiDa 
Stabilisat1011 

(See Cochran reeuatl Septuber-Deoe8ber , 1936, Book XLIII) 
See al..eo Gold 
Cochran report• OD B&Dk tor D>teruat1Gilal. Settlaaeata 

-tiD& and reecti011 to CODditi ODa 1D France, l etberl&Dda, 
SWede, &witMrlalld, et cetera1 •bot -.,• al.ao diaouaed-
12/l.S/36 •• • • • •• • •. • • ••••••••••••••••••••••• • · • • • •• • • • • • • • • • 

- t-
tax Rerlai• 

.... 

216-217 

190-204 

Parker (l oi.Dt Co..itt .. ) oOIIter a witb Olipw.t, leut , z..,ker, 
&Dd Baaa - 12/12/36... ...... .... ...... ................ ...... 148-lSO,l55 

tlzdted li.D&dca 
jbdicatiODI 

See aJ.ao Book n m 

- v-

Aaaoaao.-.Dt ot ~loatlOD - 12/10/)6 •• ••••••• •••• •••••• •••• 
a ) D1-1ca at ..... oGDter -• 1lba tee 1 nt 

oc.ea ower tJD tc ....•.•.• •.• •.• •••• ....•... • • • • • • • • • • • 
b ) t-hb·nd -or&Ddla • ooadJ.tlca ot .artet ••• •••••••• • • 
o) Sr a.U llloke to ocataot LaDdoD ....S 'I'V1t7 

00Dd1\1oaa tbere••••••••••••••••••••••••••••••••••••••• 
1) .. per\ ot ........ \! ............................. . 

d) .Ur ....... aan-- Ilia (.Ur'•) paasll .,, .. 
die\ ..... , •••••••••••••••••••••••••••••••••• ••••••• ••• •> a..-~ ....... 181\ed ........... , ••••••••••••••••••••• 
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........ 
11111\ .. •a. lnillll ..... 

lioN Ula 7110,0110 tau..-a llaft ,. ' w te date 
~WT 1690 mm.,., atwJ.tr w1-. -12/llll6 .. 1Lmi """" 

k- - t \ "7 81r ot - -sa., 1tdpeW 11ai.N o, 
~-··· J_, 1, 193'7 - 12/liV)6................ ... .....,. 
~ 

l:::ob•ep of ~ bet I I r.Jera1 .II I f6 But 
ot ... York Ul4 a- u la ...... Ua Orieet.al del 
~ lblt.endeo, ••unai .. ·~\ ~ ot 
!orella ezohee,.• - 12/16/)6... .. .. .. ................ .. 212-21' 

-·­
lhoolor, Burtoa lt. {lloutor, IOD\ua) 

Dieoue .. Orowlq oaoo ri til 11111r 8411lill - 12/ll/)6 ••• ••••• 

Regraded Uclassified



JmB•P OJ' 0 'SM • ... , .-a 1UK or .. tt:B MD 
f.AUCOI JCaUGil GIISAL loUKI mp!!!PJ B !~UDal or ,,._ 

QQg ID 0- a.ISAL 1oUK1 

Dee. 10, 111:56 

Otblt Mo. 9, lrgn leW?' latlnp·l p arl,IH, lfrnt, l!ltatrl•rf, 

v l 

• • • • 'fould 1t enutual4' ftU JW to place to oar 41epoMl with 7ft 
ll&&lnet ~eut t o 7<n of a prami \IID (the rate of Which we are rN4T to 
411au .. ) the whole or part of th11 gold ~nat 4epoa1t lit' ua f,. 7wr 
ecc01.111t of au equal •OWlt of cold nth auother bauk ot hKAO of the 
ca..ntry complJblg with the agncent • • It raa4J to agree with lalt 
wcceatlon pl- iDdicate which bank of iiM~.e ~ 1r0al4 t oreMe.• 

------

Qtblt 19· 22. 'Jo .,MY' IM10Ml.t tllttt. Jt.ry. Miturl•w!· 

"Our )lo . 21 yau.r !'lo. 9 . llej!rat yau.r 1aat ~atlou uot ..Utable, •­
evor, it you han urgent need tor dollara we aa f hcal aceut ot the United 
Btatea would be glad to paohaM tram JOU refined gold bare actuall.¥ 
placed ou board at-ahip aa111n& for !'lew torlt, ~t to be m.M upou 
receipt ot cable tram yau to t hat etfeot. • • •• 

Ctblt io, 30. l'rsp .C9V' lttig•lt M Jtlci([;t . Brutlll•· Jtl«ilp. 

•lltolu. to4&7 llau1r: for InternatioMl settlamauta rill hold ..-..rkl4 for 
au.r account with 10U 48 gold bare conw osac fl.nl oo.ncn 17,9311 .a&?a. 
Plea" ackuall'ledge receipt by cable ot the gold. 'II ahall 'Wire further 
1natrw::t1ona repr41ng cbpowi t.• 

l)ee, u, 111:56 

Oablt lo. 117. frp !'Pk tgr IAt ... ttgMl, Mttlpg$•· ,,,,, ertt•l•,, 

1 .,14 to4&7 at tile dhlpoaal ot the J1a11CU .. tioaale u Jelcitu Jna•le 
7 •• .n.t ox ?al.-?37 ooata.tntac 1,101.1110 nu -~~ tr .. IIIII' 
.&ooOWlt Bo- a &114 .u ban ooa .. lnlnl U,la'P~ tiM •• ., .. ~- IIIII' 

.AIIOOWlt lloo ' · n- .. ft .. lit' cane ....... au~ ..... lel ... •1 

Regraded Uclassified
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cablt 1o. am. zg •• tar tattr•tigel, "''lwd•· Jr•lt. Nt•''r'· 
1 TCIIU' Jo. 117. Before VaufC'rlJIC p14 to -CIWlt II&Uoaal Juk of 
Bel&lua •• U.ll baft to obtal.a a Nl1Dc boca the UaUe4 ttatee !I'_, 
~--t aa ~· 1e t1ret hatclce of reozgaat Ull4er pre-\ recula­
tiona tor trauter of gol4 belt 117 ua trca eco01111t of oae taretca 
eeatral bult to ..:eOWlt of 11110th... n- ret .. aur letter of 
lo...,ber 6, 1936. 'fe haft alao a4nae4 llaUoD&l Jlall1t of Bel&i~a.• 

]lee . 34, 1936 
Cable lo• 30, '1\) lnW'U' l&tlgptlt 4f J!lg19Ut , :lru,IMll, lll#w• 

1 TCIIU' JJo. 30. Iuiie tor Interoattoll&l S.ttl .. enta baa requeate4 ua to 
holt gold at JCIIll' 41~aal. ~· 1a fl..nt wtc~ce of ieozgaat 'WI4A" 
preae11t reculatione tor traneter of gold halt 117 ua tlt'CIIO accOWlt of 
cna toreip oantral bult to ..:eOWlt of anothw 11114 'before eaarplJt,.g 
- ellall haft to obtaill a rulllle frCIII United state a treaaury ~ 
Cl&llt. to tac111tate wCN.ld U 'be po .. ibla to gt.,. ua '¥CIIll' further 
iutrucuona now regardiag ~•it eo that •• JM7 pre11nt caarplete 
41taila to tr~.· 

l)ec. as, ~936 
Cable Jo, 1.2, 1£• hW!J! latioWt lui••• · JtrM• 111,taF1••, 

1 'fe illform '1fJU that B&Dque Jlatio111h 41 Belgi'l\lol, :aru. .. eh, holda at 
our 418J10aal with 7011 48 cold bare containi,.g 17,939.a67 !1118 OW>C•• 
tbieh ld.D4ly pl ace 1A aate cueto«¥ for Clll1' ..:eOWlt. Plea•• cable eoA­
firm&Uoll 11114 tull 41taila.1 

------ :oeo. as, 1936 

Cable IQ, p. ftcp "T?' l&tiq=lt 41 Jtlclaut. Jlrutttlt, Ml..cil.p, 

• .\DIIIrerinc 70\lr cable of :O.Cabar :U pl- holt at the 418p0eal of 
Ban4u.e J&Uoll&le ~ ... , ]lerna the 48 &ol4 ban contahhll t1ae OW>CII 
17 ,939.a67:1 tranaferre4 1A aur fa'I'OI' 117 Ute Jult far I.nteroaUOII&l 
SetUecenh.• 

Regraded Uclassified
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Dec ••• 1111. 

Lttter (Esp Nsal ~MED •'t gt 1ft Xp£IF tp ft"S" ptwtzz'• 

.&ArlMil tbat Julk t• Jzat••U-.1 leUl-Dta baa raozuane4 u.. to 
bo14 at the 41apoeal fd the ~ Baiioll&le 4.a Jelc1~~U, .-u .. oh, 
tollowtD& &old.t 

lo. o! llv OUpp•• 
:reb. 115, 1933) So14 to Ju1c t01r 

) IDtOrD&t10Dal .. ,t1e­
:reb. 151 1932 ) mezate -. :hUral 

Boaerve JoDk ot •· y, 
Oct. 15 1 1936 lh1ppo4 trat11 Loll4oD 

The l!a:oquo BaUoll&le 4e llelgique 1Detructe4 the J'e4.aral h ....... Ju1k to 
ho14 the aboft &o14 at the 41apoul ot the l!a:oquo BaUODAlo hleM. 
~al Bnorft JoDk raozuoah l"<<l1D& tr<D ,._,. wbotber the aboft 
tranatera uq bo attecte4 'b7 the. 

(See C&b1n IOo 30 u4 3a frCID ~e latloula 4.a llelcique; Jo, U 
trCID :Ballque B&Uollale hl .. o; lo. 117 tr<a liS; u4 Cal>1ee l!o. 350 
to liS u4 lio. 30 to l!a:oquo li&Uollala 4e llelgl'iUAI, meDtloiiM above) 

Doc. :n, 1936 

Cable 110. 24. tp.Jonma Jatimele luiaM, Jtrpt. 8!1,taerlpT¥'. 

1 Tour lo. U. BarlDI b01111 authorbe4 'b7 the 8ecr•tu'7 fd the fr~ 
b thla cue to l:lllke the tr...atore req\lnte4 n ban t~ ~ 
tor 7ao:r occCIIUIIt 48 &ol4 bee n1Ch1D& 17,939.3672 t1• GW~Cee pt.ce4 
at 70\lr 41apoul 'b7 the ~ Bat10Dale 4.a :Jolcique.• 

.Dec. :n, 1936 

Qtble lo. w. '1p Mnk tgr tats•timel lfttlwpta . ..,,, l!ltw''P'• 
1 TOO>r .o. 117, Olu' .o. 350, 
·~ booD &t.horhe4-. the ,_.tllr7 fd the fr'OUIUT 111 tble -
to o.-plJ' wUll -,wr raozuoet n baft to41r bel4 ot the 41 apoeal fd 
~az~tue .. uODAle u Jelsl~~Uo BruMh, a,eoa.alllO tiM -•e fd col& 
re1aaee4 tr• 7fNZ JaoCIQIIt »o. a u4 16,137,CMQ ft• -e• ot aol4 
re1ouo4 tr• 7fNZ JaoCIQIIt -.. '· a.. e4rlee4.......,.. BaUODale 48 
Jolcl'IU 'b7 oablo.• 

3 
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Dec. 81, 1116 

cable Mg. M. IR 1n=y Mttm1
• 4t l!lciN 1 My•l•. !ltl"•· 

1 TCIIll' •o. 30 8111. 38. Oar •o. 30, k't'be ben &tborhe4 bJ' tU 

Seoret&z7 of the 1'1'euuq ln We - to oa.pl¥ wUb Jult for lntc­

ll&iioul .. tU1111ente• &D4 7CIIll' ratlu81tl n _.. to4a,T hol41111 at tU 

dilpoeal ot ui 1UI4G' e4noe to :IUIIlU .. tt~• ~e•, ..-., 'II, 

7(1UZ or481' 17 ,131.38?2 n .. -ee ot cold p1Me4 at ,_ 411p0eal 

b7 Ia* tor la'-aU-.1 letU-h.• 

J ... s, 11.,. 

Cable lo. 1. ftw '"'11•• '1hh*· ltsg)r:bp)a. lrdM· 

•n- coatUa 'II, cable (1) 1bat n oaa eUll without 11o- ha'ft 

&old Nlt'lll&l'lcM la JIW York 1rr .. pect1n ot n.tber co14 h t.lpor'-4 

liT ue to tU t1D1'-4 Stat .. or bou«ht "'lT ue trca otbR ontral bull:s 

alreaq ha't'bg &old ._Del with 7CNl (a) ~t 1UI4G' p:oeMilt regula.. 

t1one uport1111 trca the t1ll.lte4 liat .. ot ..all go14 1a pera1tte4 w1 tb­

Oili 11cenee '117 tint aftilable et-c; ( 3) fhat '¥Oil are eUll willliiC 

to hold gold Nlt'lll&l'nd t«r u. wlthCIIIlt M etp. •oul4 _. coD41Uona be 

applicable 1t col4'.belollll11C to 1We411b Oonrnment h gpoelte4 in Cllll' 

...,. or in - ot Oonrmct. •111 '/fOil accordliiC to p:oeeeat r egula.. 

tiona be obl iged to debi t ~~1D& char&•• tor 4epoa1te ot &old not 

&IM;7ed liT the Ulllite4 Stat .. U1nt.1 

Jan. 11 , 1937. 

Cable to Inrig•• a'k'b'*· ltos'!rt"'lm· •M•p. 

••• are 41aeuea1DC '1/CIIll' lo. 1 w1 th the United Stat•• !l'eaall'7 Deparz eat 

&Dd lball re'ftrt to 1t lbort'l¥·" 

-- ---- Jan, 11, 1937 

Qa blt lg. 18, ,. ])t ws}eZM' r b· 'ftrrt· .,.,., •. pgllnp1, 

"Pl•• cable n.thar 1t n ,old to Baii4U• JI&Uoul• a>.111e, :aarw })U't 

ot the gold at p:o111ent Ull4er ....-k tor Cllll' 80CICNDt la 7CIIll' ftll.l te the 

c old thla aold would be at trM 41epoeal of JaD4U kUoul• IIW.••• ...... 
cabl• It· 11. 1a PI w=l·n'·b· ••· 'srtr1·· l!e'll'd 

"18flft'1DC 7aoz oallle •o. 11. llaftJIC bee &tl>orhe4 '117 tha leorftar7 

ot the 1'l'aum"J' to 4o eo w ea • ,_ 1ntUl"7 ia Ule ~""·" 

' 
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.Ju. 11, 1117 

caN• 19· n. If• 111 ,,._,.d"" 's*, •·••'·· Bal'·r'· 

1Pl- cable wbetba' 1t n eol4 to llUk fttr In\er~~aUoiiAl .. ttl_,,, 

B&ale, plll't of tbl 1014 at pr .. ent Wld.er ~lt for 0111' .ccat~At 111 ,_ 

..Uta the 1014 tb>e eol4 woul4 be a t tree 4hpolal of llaDk of Inter­

Datiooal &1\tl~ente, !&ale.• 

.Ju. 12, 1937 

cablt uo. 13. To De !Je4•rl·M•b• -•, ••ttrfr· Bpl1•00 , 

"Your llo. 21 ll&a been alD1 tt14 to Tr•8UZY &11.4 aball revert •• 10011 

•• poeeible.• 

.ru. 13, 1937 

:bchange of lettere betwMn B&:lque llaUOII&le SUine &D4 hderal J.eeern JaDk 

of Mew Xo[k 4ttt4 I!RS.lO. 1936 ap4 Jap. 13. 1937. 

11 4. •oou.ld we ad you. gol d at 1:113 tl.llle for cl.epoaU either trca 

Sriherlu4, tram Parh, or traa London, &D4 would the 8w1aa 

lilation&l Bank be enti tlecl. to Mn4 oTer r;old trca tblir depoe! t ill 

r;ew tor;,; to other 'be:Dke of h 111e, enntuall;y to the llaDk for Inter­

national Slttlementa?• 

The firat part of thh queetton hae alread¥ been -erl4 i n tbe 

&f!1n:.at1n. With reepeet to the neond part, u you. no dcNb\ k:atJor, 

the Tr&uuq bu permHtl4 the tr.ne!er of go14 hel4 by thh b&Dk for 

the account of the a.Dlt fttr I nternational Settlcenh to tbl e.ccOUJit 

of the Banque Uation&le de Belgique, &11.4 tblreatter to the eceCIWlt of 

the sn .. attoa&l llaDlr: rith the hderal lleeern Balik of ... torlt. !he 

Tre&wr¥ hal 114Thl4 thh bult that IUCh deoh101l llhou.l4 not be illter­

preted •• a general ruling of tbl lltparlztent, nor ae en an•er to 1:113 

general inllU1r7 on tbl .u.bJeot. 2be foregoing, •-bile, would aot 

debar tbl sn .. Jation&l Balik trca eone1&nillC go14 to the hderal a~ 

earn llaDk of lin torlt to be placed Ureotq Wld.er -n: for -their 

central bank or the a.Dlt for Internat1011111 Settleente.• 

5 
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Opera tor: 

H. I4.Jr: 

Gaston: 

B. I.I .Jr: 

G: 

B.J.I . Jr : 

G: 

!1 . '4. Jr: 

G: 

H. :.t . Jr: 

G: 

!i. /J. Jr: 

G: 

li. 'L Jr: 

G: 

R. I& . Jr: 

G: 

R.ll. Jr: 

llr . Oaston. 

l:lerbert 

Yes. 

Deceaber 10 , 1936 . 
11: 13 •••• 

It ' s kind of amusing that I made my statement about 
there being no disturbance and three minutes later 
the King abdica ted . 

(Laughs) Yes I was Just on the way out of the office 
when Lochhead showed me the flash. 

Yes and t here has been no disturbance . 

There basn1 t been anything 1n the market? 

No. 

Good . 

You might say to the boys, •Well the Secretary ' s 
a pretty good prophet." 

Ub-huh, yes . Yes, I 111 watch it for a few minutes 
a nd t hen I ' ll mention it to them. 

What? 

I say I'll watch it for a few minutes more and then 
I'll mention it to them. 

Yes, I'd wait a nother 15 minutes and then I 1d say 
something to them . 

Yes . 
Also I very seldom - it ' s one of the few times I 've 
ever made - practically the only time I've ever made 
a prophesy since I 1 ve been here . 

Yes, it' s come closer to being a prophesy than moat 
anything you've said . 

Yes . 
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G: 

l! . !l.Jr: 

G: 

B. IJ . Jr: 

G: 

G: 

H. ·~ .Jr: 

G: 

B. i.l . Jr: 

G: 

B. 'l. Jr: 

G: 

H. "4-Jr: 

G: 

H. J .Jr: 

G: 

- 2 -

Yes, you aaid pretty definitely you didn't think it 
would cause aey particular disturbance. 

And also could you menti on the tact that sterlinc 
has practically not moved at all. A thing like that 
would be impossible if it wasn ' t for the tri-partite 
agreement. 

Ah-ha. 

What? 

Yes - yes - yes. 

Get the stuff? 

Yes, you bet I do . 

The two things, you see? 

Yes. 

And the fact that here five minutes before the King 
abdica tes I made the statement - I said 1t has all 
been and I proved I 1m right . I 1 d wait 
another fifteen or twenty minutes. · 

Uh-huh, I will and then I'll - I'll check with Archie . 

Tna t' s right . 

Yes. 

I•d wait till about 12 o ' clock. If everything b 
all right by 12 I'd go out on the end of a limb on it. 

Yes, I'll do it. 

All right? 

Fine, yes - I'll do it. 
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H.M . Jr: 

Knoke : 

H.I4.Jr: 

K: 

R. 'A.Jr: 

K: 

a .M.Jr: 

K: 

H. M.Jr: 

K: 

H.M.Jr: 

!( ; 

a . iii .Jr: 

K: 

H.U.Jr: 

K: 

H.M.Jr: 

K: 

H.M.Jr: 

K: 

Dec .. ber 10, 19)6 
12108 P ••• 

Yes . 

Knoke. 

Yes . 

I just spoke to the Bank of England . 
lengthy tallt, very satisfactory, and 
a me.morandum a little later . 

Right. 

It was a 
I'm dictating 

Wha t I'm givi ng you is - is the high spots. 

Please . 

He said there ' s a great feeling of relief in London. 

Yes 
The necessary legislation will undoubtedly be passed 
through both houses quickly and expeditiously without 
any trouble. 

Yes 

Political parti es are united . 

Yes 
There ' s goi ng to be no political trouble here . 

Yes 
Legislation will have to be passed in the Domini ons 
and probably without di~ficulty, with one possible 
exception, and that's the Irish Free State. 

Yes 

That probably would be smoothed over . 

Yes 
He repeated that London was really relieved and ••• 
looking forward to more or less conti nuation of tbe 
recent aoveaent. 

• 
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H.:J.Jr: 

!( : 

H. tA.Jr: 

l(: 

l:! .M. Jr : 

!( : 

H.:.t . Jr : 

:<: 

H. M. Jr: 

!( : 

ll . ~.Jr: 

l( : 

H.:.t . Jr: 

!( : 

l:! . LI .Jr: 

K: 

H . ~A .Jr: 

:<: 

- 2 -

Ah-ha. 

By that he said he r eferred to the sterling .oveaent 
ten days ago when he - when the sterling seemed 
definite- - decidedly firm. 

Yes 

"And he t hought there was no reason to assume 
that that tendency wouldn't continue at least to 
the end of. the year. 

Yes 

Uarkets were hopeful and - end optimisti c . 

Yes . That sounds very good . 

Yes , I think so . He asked one question t ha t really 
took me aback, end he said: nno you think that 
this affair will cool off America 's feeling for us?" 
Well, I hesitated for a moment and I said, "Absolutely 
not, at l east not in the circles tha t I have moved 
in. " 

No 

"Absolutely not ." 

No. No . 

Don 't you think that ' s correct? 

Oh, absolutely. 

Yes . 
I mean I think the thing that the American public is 
interested in this thing is tbe - ah - love angle, 
and it's - it' s an extra good Hearst story, you know. 

Yes . I mea n but that Mrs . Simpson was born in 
Baltimore I think cert ainly doesn' t-

No . • 
- doesn't effect people here. 
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a.M. Jr1 

1(: 

l! . r.t.Jr: 

K: 

H. !.I .Jr: 

- 3 -

Jo. lo, I don't - I tb1llk oaoe - aow tbat U. 
thiDI ia .. ttled aDd - I tb1llk tbat tile t1J'd 
good aurder oaae Will o-• aloD&, wbf, tbat WiU 
replace it. 

Yes, we 'll soon read about Spain aca1n. 

Yes . Yes . 

All r i ght, s ir. 
tonight. 

Then that will be mailed to you 
• 

Thank you. 
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CORRESPONDENCE 

P'II.DERAL RESERVE aANK 

M' NEW YO RK 

DATE .. 9- lf._llllo 

s uaJEcn ' ' r• a • F"UL_at~_ 

''R or • 'Pl. 

I ..u .. 11r. hl'- id Ua40 Ulie •lllbl· ne n.m as., 

._, .. M 'ell ae, be Nlcl1 _. tba,, ... taaa• \ale Eilll' 1 aWl.,_ 

uoe •• ao•, \hue •• a 1ne' fee''•• ef ..uat s. ••••• .._ 
DIIIIIU7 1111ala\1n1 be fel\1 ....U lie JUl .. \brnlb liMb ..... 

.-ioklT ..C IIQ .. U1•al7 acl 111\Mft IIIIJ' 'J'eUle, l'eUUeal 

pante• wue au .. ncl Ulen •• ••Sal M lie ao ,.uueal 'JWlllo s. 

lla&lucl. !be D 1•'•• aln w.lcl baYe M pa11 •• 1111ala'1• *1&, 

beli~Yed, w.lcl 10 U1.JowP W1UIIIn 4Uftnl\7 wol')"'ben wttll Uti 

[poliUID.L. aoepUn of Ute Ina me ... ,., "' \bat .. w.lcl , .. ~ 

... tbed oYer. Leefn •• reall7 l'ell~Yed ucl •• ... leMhi hr­

M a -uauaun of Ule pan ., ..... ~•••· hocl aan-'• wen 

GJ•eo''" .,as.. nerU.,, *iell bo w fol' •• tim '" fqe .,., 

loo•kecl tiN llaia _. til ....... M llo M nuoa ., \be' • I' .. , 

_,1ne, •• loan •'U aftOI' Ulo \ull et Uto year. !be ~ ,.1dllle 

.-reo ot a na1 10\llau, bo -'Saa .. , w.lf llo clittinlv wttll tile 

Doetntne wttll llbleb Uq Uftl'4 w, •• a ronl\ of !de •••• POI'...:l 

PIP'Ilad.\7, l'lfi'OIM, .. Ulo IUftiOI\ ,.leillle Uo. lbo a• Eilll1 U 

'hoalb,, bacl anll1al Uko Ute ... ........... hl.Ma Sa.Unt )lew Ute 

eole attail' -. '"" Sa •mea, ncl I ....U .. Uld, a 1 .... Sa If' 

oinlea, 'bon w Nn a fH'''II ef "'"' tlllat Uail tidal W W -

Del ... a fee'1BI If ..Uef n4 Ule .... , til&\ ,.1111117 1\ _, all m 
Ute ••"· I w •• em•ta'T an ts.C _, 11111 ot \Ill ,.~!Y,.., 

.......... , ..... ,. .. ett. hl'- -- ..... - --~­
- fMlt'll b .. tbd .. dtrt'• W 11.-~It C .. ia DIIFfo 

I hfli ..... all I II 1 1 e111iF _. tlld I W a ena e.l at 44 M; 
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n :OCRAL RRS&ItVa 8ANK 
OF NEW YOIItK 

CORRESPONDEN C E 

L, I• Illu .. t __ _ -·-
DATE ... QRll, ~ 

SUBJECT! !JI.JPICJI. 0Nf pmCJI WI!W .. , ., ... , ..•. _____ 

!hi D .......... 1 ......... ". 11111&14 " , po,.alu, 

panlT bHallll et a ..U Uk .. wite lad bit baiP1 t..S.l.T Ute. !he 

acel'al !lope ..... ""'· afttl' -e u.., \be ,.'1111. wal4 u.-•• \alb 

I l'etene4 M \heir r"•' ni\tb openU•• 1a doll1n _. 

1D.,Ure4 !low t.1u1:r aMid ••· h1Ma I'.,U .. \ha\ • \be eole n .. 
Dot their 110111111 \o blde \heir openU••• \ha\ thq teU \ha\ \hue 

waa 110\ 10 nob DHd tor atoreGT 110• \ba\ \be \rtpanUe ""•c\ ... 

forll. U a 1'1111.1\, \bq ware DOW opal7 IOial 1a\O \tal IIDKM lad 

apo\ a4 aetuDI toi'WU'Il dellar1. Oil balaee, •• a nllll.\1 be 

_...,. ........ , .a.n 111ft\ uo,ooo,ooo. I ••U•ed \be hM 

J'ra11t a 1o81 of 4.100010001000 tl'u .. of ael4 ~at r.,oned. Jo1tea 

tboqh\ tha' \hia aeld 11111&14 eulaaiYelT be IUed tor \be ,.rpoae ot n­
pqiq \he &tO,ooo,ooo enU,, 1111 0001 000 ot wbioh bad 11- HJa14 

a4 the balaa11 dlae 1a \ale Dea t• "*•• ftda parUnlar ..,.., et 
hiD .. 6,ooo,ooo,ooo, be '""''b', bad 110\b.Sal w 41 wUb r"•' aoU 
loa••• dlle 'o ottleial ..,.n litton•, a4 \ha\ altt,...,. Ult~r 414 .. , 

of -...e ...., aao\17, 801' 414 Ultir Wll' alii \be :llak ot J'nall, •• 

Fr•oh ,.,. aUll ~:~at a ".,..-.1. """e -. ...... ws.a. ,.,.., 
ot \be ••ulS.III enU' 1a aeld, be ..... , •• Ju\ aa o.,. W alYIIFa 

-~lel,n ... 
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TREASURY DEPARTMENT 

WASHI NGTON 

Deceoi>er 10, 1936 

COliJ'B!IlDlOI Ill fHE SEC!Ii'URT' S omcE 

lliCEWBIR 9, 1936, liE<WUllNG TK1 STERILIZ.LTIOB 

OP GOLD OOIIlNG 111'1'0 OUll B.ANXING SYSTEV AS 4 

l!ESI.'Lf OP liii'OR1'S Pl!Ol! ABROAD 4l!D IXllo!ESTI O 

PROlXICTIOB 

'rhooe preaent bea1d81 t he Secretary were Profeaeor 0. 11. W. 

Spr~e, of l!&rvord Un1vera1ty; ~!r. Wo.lter Stewart Md Kr. Robert 

Warrea of caae, Pot~~~roy and Coopany, I nc . , of New York City; 

llr. Lochhead; llr. Baaa; and llr. Bell. 

The Secretary gave each of the v111 tins aentlemen a copy 

of the atatement •sterilizing !Uture .A.cquiaitiona of Gold• " a 

copy of which 1a attached hereto, He then read the etatement 

aloud, a1'ter which he explained that we were prepared to &nlllfer 

any queat1ona; that he would firat like to have theae gentleoen 

diacuaa the device proposed, and aecond , to give t heir OPinion 

na to whether or not it wna adviaable to use such a device , 

l!r. Stewart said tho. t so to.r a a he could see 1n going over 

the statement hurriedly, the plan was technico.lly accurate. He 

wondered, however, what waa oeant by th.e word 1 it:;l0\Ulded1 , l!e 

wo.o adviaed tho.t this word waa used merely for the want of a 

better term, that o.fter the atateoent wo.a prepared it wae decided 

tbo.t probably a b11tter ter= would be 1 1nact1Ye 1 • 

Profeaaor Spr~e aaid the devioe p ropoaed waa one ot 

mechanica Md that they aeooed :>.ecurate to him. He o.numed that 

where we used the term 1freaaury Billa" any other public debt 

obligation sold for caah would be Just IU aaod. He was told 

thD.t the 'l'reaaury Billa were used becauae of their nexible nature, 

but that the acheme propoaed wne of such a character that al.J:I:)at 

any public debt aecuri ty might be used, 

Profeuor Sprague .aid he u aumed that 1n eperating throuch 

the aale of pUbl~o debt obli~tiona , the aborter ter= obli,at iona 

cdght be better auitad because their aale would naturally take 

t he tunda out of the larcer ballka , which would accompliah exactl7 

wbo.t we want . 
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Pro:teuor lpracue alao r&iaed tha question &a to 
whether or not 1t would be deairal>le to operate thia ach­
secretly and it ao, whether 1t could be done through the 
public debt a a here proposed. Ke was adYlaed that we l:w4 
concluded tb&t 1t should be public &n4 that we would ahow 
tlle tranaactlona from ~ to ~ ao that the public could 
aee exactly wb&t waa being done with the tror;en gold. 

ll.r, l&rnll thought that the publicity was highl;y desirable 
and that the propoeal to u8e 'rreaaury :Billa waa preferable to 
any other public debt obligation, 

'rhe Secretary then aaid it had been hia intention to ~e 
public the cold which 1a frozen under th1a plan and that it 1a 
3l so hi a intention by this achome to lao late the gold trom the 
banki.Jl4t and oredit ayotel:l so that the Jederal Reaerye :Board rill 
be in a better pooition to core effectiYely carr)' out ito tunc­
tlone under t he federal Resene Act . Ke teela that 1:t we can 
p revent t he l.q)orted ~:old from nowin& into our banlcin& O)'ltel:l, 
t~e Federal Reaer..e :Board will ha1'e a batter chance to ope~t• 
with t he meAns at ita disposal. He abo eaid that this plan la 
80 arranged that we can !nclude newly rained doa>eatic gold U' it 
ie 80 detired. 

Proteuor Sprague aaked 1:t t he proposed pl&n would alao 
incl ude silYer. !he Secret&r,y replied that oilver io quite a 
di:tferent probl«1; that the Siber Purchaae Act 11 a part of our 
law and ita provioiono, ao tar aa the Secretar;y of the Treaaur;y 
1a concerned, are llDlldatoey and t here 1a no other couroe open 
to him but the one he 1a followiug. 

Pro:!'euor Spr84:Ue aaid he realized that, and turther, he 
did not feel t hat it waa a bi& enoU£b :!'actor to change the 
situation materially. 

Pro tenor Sprague then aald that of course it 1a within 
the power of tho federal Reaer..e :Board to control reaerTea, 
rn&t t he :Board should do in the oourae of the nut fw weeks 
would be to let $1.00,000,000 of their abort-term OoYernm1111t 
aecuritleo "*ture and with the proceeda bu)' net more thaD $1.6, 000,000 
of lollt'term Qonrnmenta. By thia method the;y could get the -
earniugs :tor the S71t «1 on $15,000, 000 lone term bonds aa thq 
can on $100, 000, 000 abort term obllptiona, and b;y thia •tbod 
reclu.ce e:~tceu reur..es, OYer a period of sneral months tbq 
might let aa lla1ch aa $600,000,000 ot abort-term •~U•• •ft21 11114 
purcb&oe in the arat appron•tel;y $76,000,000 of loac t- bondl. 
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Re wanted to raioe one fUrther queotion re,ardinc the 
P.ropooal under 41ocuallon, and that 1o 1 !he more conoenatlTe 
pllllll we a4opt in the United Stat .. , the more gold n wlll &et• 
In other we>r4o , would not a propooal of thil kind otl.DW.ate the 
tlow of eold to thio countr,yT 

10 

~ 

The Secretary oald that thio queotion hed been raioad by 
a member of hio otaff: that it had bean 8\~eated that thio action 
ml.ght be taken abroad ae indicat1114 that the United Stat eo wao 
becomin& apprehenolye, which would raoul t in an increase in 
ahlpments of gold to thil country. He feelo thh 1a one of the 
probleca which we bave to conoider in connection with the whole 
prop<>aoJ . 

lolr. 'larlru t hen oald tlv:.t a otudy of the Ycrio\a in41ceo , 
particularly a otudy of the atatiotico recently publiahed by the 
Treaaury with reapect to the liiOYemant of capital fUnds, ohowed, 
over a period of seYeral months, a ateady continuity of gold 
flOW!~ to this COUDtr"J , !here Will a COnolder¥le tluctuation 
in the amount from week to week, but taki~ it over a period of 
twenty montho, 1t represented a oteaey flow. · 

The Secretary then aokod if theoe gentl~n knew of any 
better mechaniem to control tho exceoe gol d comlnt; into the United 
Statea , lllld Just what would be the nature of the ori tioiam 41reotad 
~ot the propoeed plan. 

llr. st .... art and Protauor Spracue both thought thil wao 
probably t he beat and moot 41rect J:18thod. !!r. Stowart thought it 
would ' be interpreted as a detlationa-~ =eaoure, but Proteoeor 
Sp~ 4ld not think ""¥ one could cet excited about deflation 
at the present time with approxlately $2,000,000,000 in exoeu 
reaeneo. He 4ld not think the e:q)e noe iDTolvei in carr,ylnt: t his 
gold in the public deb t would be ol.pl.flcant. Certainly from the 
atandpoint of the country aa a whole it was yery cheap, prOYided 
t he country underot&ndo the ait:nificance of the move, 

Yr. ... 1 oaid it waa hio opinion that the sentiment of 
the country ie ouch at the preoant time that the weight of opinion 
will otroncly aupport thil liiOYe. He teele that there ml.ght be 
oome criticiem coming from thooe who want intlatlonary meaoureo, 
such aa :rather Couchlln and Senator Tbomao , but that they would 
repreoent a minority feeltnc. He thourht the pollc7 aaunotated 
by the Adminlatratlon, part1aularl7 tho la\\.r1 a ylwpoint tor 
control of e>q>~U>olon, 1a the doo"'nent .,o4 of tha countey, &114 
the ..,.... propooecl hare 11 a UflnHe atep. 1.D that direction. 
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l.lr, Stwart thoucbt thh plan would be well recei"'d in 
financial oircl.. . Proteuor Spracue indicated that bllllkere 
and othere would be more willinc then ner to bw lone tera 
GoVel"llllle21ho llr, 'larnD oucgllted that over the next f• 110nthe, 
atter the ennounc-nt ot IU<Ih a policy, i t would be intereetiDC 
to watch the index ot purchae .. ot bab7 bondl u an indicator 
of t he attitude of the inveetor in thia a.tter. 

The Secretary etated he wae not th1nlcin« of thh move u 
a deflationary meaii\U'e, but thAt he wae tr;yit14: to turnilh a 
mechaniam tor controlling the inflow of capital funde eo that 
the Federnl Reeerve Board would have an opportunity to perform 
ita proper function• in controlling the credit eituation. 

Kr. Stewart agreed thia wae the right course to follow, 
!!e said, however, thAt it would be necenar:r to have coq,leta 
cooperation between the 'l'rea.ur;r'• actions and the Board'• actions, 
that :>n;y connict would cauae a o;reat deal of trouble, l!e aaiUI!Ied, 
;mwever, that &nJI prog:ram ot tbh character would be baeed upon 
a. QS!Lt deGree ot cooperation and underetand1JI4: in ita operation. 

Profeaaor Spraaue aaid that i n any central bank operation 
the GoverJU!Iflnt' a conaidered opinion• mu.at come into great play, 
Of courae, in the Government 's oonaideration of monetary and 
credit problema, central b3Ilk problema can not be ignored. 

llr. 'IQJrrell confiroed the viewa of theae two gentlemen that 
cooperation waa h16}Uy desirable , and particularly the t1Jaing of 
the varioua atepa to be taken. 

The Secretary then aaid that the queation had been raieed 
as to whether thit move should be l!ade firet or whether the Federal 
Reserve Doard ahould tnke action with reapect to the exceae reeerveo. 
He said the people he had diacueeed thie point with agreed that 
this should be the first move and that the authority of t he Federal 
Reserve Board ahould be held i n reeerve tor tuture action. 

Proteeaor Spr~e said i t aee=ed deoirable to him that the 
lloard ahould not uee up ell of ih aamnition at thia tU.; that 
the propoeed plan , ..,. the tint move which should be tekeu. 1!1 
pointed out that anoth.er dnioe which t he 'l'rea.ur;r could adopt 
to aid the Jederal Reeerve Board in ita control ot the exc••• 
reaervea wae the withdrawal of Government deposita with b&Dke. 
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llr . 1r&rftll l&l.d t hat t hio plan repreoented & bui o u d 
fundllmental deCilion, &lid. that 1t wa o p r oper t o go f orward 
'111. th it. 

!he Secretary uplainod t hat he did not embark upon ~ 
ot t hese p rosr- until he bad g1Yen t hem loll& and carotul 
conoideration. Be tools thio 1a neeeuary in order not to 
1:8lce any lllietakee. Be ea.ld that thio pe.rtieular plan had been 
under otudy for t wo weeks and the t r ipartite acreoment made in 
September wao under coraideration 010nth1 before i t wu announced. 

In anower to a queotion no t o whet her or not thio whole 
matter ahould be onnde public it the pol1e;y 1a acreed upon, t he 
throe gentlemc~ unanimously oaid 1t ohould. llr. Stewart oaid 
the logioiane would &ak one further quution - they would 11(1 
this h tine, but would aak what the terminal '111.11 be. It gold 
continueo to co.,. int o tho UDited St&tee ao it ms 1n the paet 
three ;yaaro, where doeo this prognA we are now tollowinc lead tel 

Proteuor Spracue answered that that would not aeem to h1lll 

·12 -

to be a atro~~~: obJection in rtew ot the preaent low 1ntereet ratoo 
and t he abnoruol oituntion in t he oone:r market , Yr. Stewart &i!'eed 
with thia Yiew, but thoU&ht thAt it wna a uatter which we ehould 
keep constantly in mind 111 cnrr;yin~ out thio policy. 

llr. larND thought it was qui h iq)ortont that an;y prou 
relaase announcing the plan should not conYey ~~e ~reeoion abroad 
that the United St~tea is now holr.rdinc gold, or that we are oett~ 
up a gold eheot into which OYery country, beco!!ling concerned oyer 
ita dnDIIotic o1tuat1on, can pour ito £Old. Be tbolJ&ht that ouch 
an announc-=ent concerning th1o move ohould tie 111 with the 
September announcement of tho t ripartite acreement. 

The Secretary aaid he did not wioh b;y this polic;y to inter­
fere with the oeaoonal flow of gold into tho United Sta t ea. 
llr. Warner oaid he real1Eed thio , but he did want to atr••• the 
importance ot hio point. 

Profluor Spracue oaid that we lllis)>t aloe ~Ye conoider&Uon 
to t he oettinc up , tor the purpoa• of publication in che e tat...,t 
attached, the CIOchanill:l for uportl..nc t hia gold. l oae tbo\lcht 
thia llli.s)>t COC9lie&te - t ters ~· f ar u the preoo and the public 
generall;y are concerned, alld that the o1"1>ler the a tat.,.nt 11 
the better it will be underatood. 
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The Secretary &aked theee centl...n if tbe;y cared to 
critioi&e any of the polioiee now bein& pureued b;y the Treawur.7 
Department. 

Pro!euor Sprague then IBid that there waa Juet one more 
implication he would raiee to the intlow of gold under thie 
plan. He wondered, if we get another billion dollar• of gold, 
whnt repereuaaion that will have on our foreign a:arkete and the 
exchange aituation in seneraJ.. Re tho~~&ht that the nub of the 
eituation was the sterlint: rate and !ritiah financial policy. 
He &111• that fearo cauae eudden chnn&ee and cause violent fluctua­
tion. or !roo five to ten pointe in eterl1nc, which oi~t dieturb 
the confidence around the world to euoh an extent that it would 
underoine oterlint:. With the contiraed view now held in London 
thllt an eaay eo!"'e;y policy 11 euentilll above everything eloe i n 
t heir reccver;y pro~am, he tho~t 1t waa neceosar;y that everything 
be done to avoid this eituation. 

l!r. Stewart aaid thllt hio coii'G8Dta would be on the general 
aituation. It was very difficult today to make deoioiono in a 
world of managed currency. Duri114 the days of the gold etandard 
t here were certain teete by which the sovernmenta and central banka 
could JudGe attuntions; today it 11 neceesary to proceed on pre­
eumptiona on};y. If acme wa;y could be found whereby teats could 
be aade bef9re action is taken to initi11te a polic;y in order t o 
determine ita effects, we would be in a much better position. The 
difficulty today is that many times action taken often haG a ten­
dency toward unnecessary legielation, plano to alter the baoe, etc. 
Today we are erpoaed to more riolca becanoe we laci: the :oeane of 
a.lcing teeta. 

llr. lrarreD aaid he thou&ht that wao true. Today it 11 
neceoaar;y to coopile elab~rate e~tietico before procedinc, wher.aa 
in t he old days such teoto ao raio1nc and lowering the d1ecount 
ratee o.nd other action. of the central banka were available and 
reGeonabl;y effective. 

Proteeeor Sprague pointed out that o! eouree the United 
Stntee ia in a very etrong poeition and that our foreign neighbor• 
are in a relatively weak one. Thia rnieee the queetion ae to 
whether our polie1•• baeed ~on our domeetic eituatione will !it 
into the polieiee and econo~c conditione of thoae countriae. It 
1 ee1Ud. to him, and th1e w111t back to hie former poeltion, thAt it 
11 h1chly d811rable that t he Britiah 1111d .t.merlean QoTen.nh 
cooperate to eetablieh a rate tor eterlinc and tbeD to maintain 
that rate. l!e r-.lilld how difficult it WOllld be to c•t tbie 
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cooperation eo l one aa t lw oontl rm.cl Yl.., ot low 110ne7 ratee 
1o held 1D LoD4.0D aa 1t 1e now. Jenrtheleee, he thlDII:e t bat 

' 

"" ao;reement between tlwee two &QTil"DIMIIh t o •tablleh a eterU~~e 
rate aDd the aaeunuu:e t hat 1 t would. be aa1Dtai>ul4 would do a 
greet ~:>1 to et.bllhe conditione throllchout the wor ld. ae 
practlcall;y all of the wor ld' • oo-rce h done on the bade ot 

. aterl1D4; and. dollar ex~. 

The Seoretar;y thanked theee ~tlemen tor t aking the time 
aDd trouble to come to Waeh1~on and he hoped t hat he mlcht 
feel tree to 0411 upon them aealn. 

'l'he;y eaid the;y eould be glad to como at lillY time. 

14· 
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SQIULIZIPQ IQfOQ APQJliSI7IOD Ol QOLD 

The 1101t practie>al and aathfactoey dnice for nwtralirilljl aold iJIIIorh 
throU&)I Stabilization l'und opera tiona under enot1"41: law would be ao followo: 

..L. The Fund would "'*' all lJIIIorted gold. 

B. 'l'o pay !or th11 gold 1t would uoe funde obt&ined !rom the General l'und 
of the 'l'renaury 1n exchange tor ita (IOld tr&na!erred to the 'lro&Nr7, 

C. T"ne Traaaur;r would obtain auch fundo by incre&aing the amount of 
Treaeury Billa aold to the mrket. 

An illust~ative example of the detailed operation of a traneaotion ia 
na follows : 

(a) 
(b) 

(c) 

(d) 
(e) 

(f) 

(g) 

(h) 

(1) 

(j) 

X, in J!O'O' York, imports $50,000 ,000 wo~th of gold. 
Delivere the gold to assay office for account of Stabili1ation JUDd 

(Secretary ' • epeeial account). 
Federal a .. erve B&nlc of l!- York , aa filcal ~nt (for Stabilbation 

?und) , P&¥• X for &eld by iaeuing ita cnah1er 1 s check. 
X depoaih checlc 1n its member bank. 
Uember bank deposita chock with Federal reserve bank, receiving credit 

in ita reaerve account, thus incre&oing exceas reaerveo. 
.olmount ot Federal reserve banlc 1t check 1e charged to account of Stabi­

li•at1on lUnd (Secretary'• opeoinl account) . 
This account h replenished by trano!er from account of 'J'reneurer of 

United Statu (General Fund) on boolco o! Federal reoerve bank. 
Stab1lhation JUDd turns over to 'lreaiiUrer (IOld equivalent to transfer, 

which ,.old will be i!!pounded in General Fund. 
At aelected dateo the Treasurer'• account with the Federal reaerve 

bank will be replenished by the we of 'lraasuey billt t o the 
:arket in amounts autficient to compenoate for the purchaeeo of 
sold during a given period. 

Billa will be paid for, directly or indirectly, by a drawing on a mecber 
bank'o reeerve account with Federal reserve bank, the increaoe in 
reaervee mentioned in •(e) • above being thus neutralized. 

!!2M l: Since an;,r purchase of aold inore&eea bank dopotita 
and hence changeo t he ratio or dopoolto to reaerveo, 
thia plan ol~htly C>Ore than neutrali%8e the incre&ee 
1n exceoe reeervea. Should it be deaired exactly to 
equate thia, slightly leta than $50,000,000 1n billa 
could be sold. 

.&:JJ:, purchaoe of gold iDCreaou banlc d!pooito. I! it 
1a 4ea1red to neu.tralize ouch iDCreaae, a correapondc-
1"41: amount of Government depoaita could be tranoferred 
from member b&Dkt to Jederal reeerve banka to t he ex­
t..,t ot ouch depoaito. 
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BOARD D,. IIOVI:ANDA8 -.... 
P'EDERAL RESERVE SYSTEM 

Deco•aber 10, 1936. 

ICy dear llr. Secretary: 

In response to your requoet, I am transmitting 
herewith a meaorandum which rnisea a number of oointe 
that I f~el sure I should bring fully to your attention 
in connection with the orooosal with reference to 
sterilization or benk reserves . 

\7e hevo canvassed the subject es thoroughly as 
time would permit . Inasmuch as in our preliminary dis­
cussions you r8'juested us to bring to your notice what­
ever co~nta or views we felt were pertinent, I have 
noted down hero briefly soze of the considerations which 
1t se811s to me should be carefully •·ei&hed before you 
take a position or announce a sta;> which hss such far­
reaching importance. As you know, I ""' fully a .. are of 
your leaal rusponaibilities and freedom of eetion, and 
I lfould not venture to -rut forth those considerations 
exce9t for the fact that in e. spirit of unreserved co­
operation, you hsd aakad me to Mke knoiYII fully to you 
the views that naturally arise froo the standpoint of 
the Federal Reserve System, nor do I need to e~phaaize 
"W Ro?recintion of your desire to do rh~tever is appro­
~riate to~crd our co.mon objective. 

Honorable Henry Uorgenthe.u, Jr. , 
Secretary of the Treasury, 
Washington, D. C. 

eneloauro 
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Du Miler l.O, 19)6 

=•"'! Plf!'!ftt! M IITRUJV'!I i!!a 

·-!be .Cat.anae ot the ~·s propoNl. 1e that it trUl ottMt the 

etteote CD ..tier bmlt """,.. ot U7 turtber lldtlitiODs to the aol4 applJ' 

either thl'ouCb 1.apol'te or tJll'ou&h do•utio productiCD. It propo .. a to ott-

acCCIOpl.bh the :rellll1 t. 

!bare are certain questiCDs, how...,er, w!Uch appe&l' to call. tor tartller 

oooaideratioo. In the first place, the policy lllould be extended t.o cOYer 

aUT or purchase a, 'lhicb haTe the aue effect on daposi ta and :reael'Tel u 

gold purchaeea. This -.ld eaphuha the tact that t1'011 the point or Tiew 

ot acnetary polic-1 the aUnr porcheae plan, under cooditiona now praTUl1ng, 

Hl'Tea no ueetul. purpoae and aakea the pl'Cbl• of aonatary control ac:re cl1.t-

ficult.. 

OU..Z. questiooa :relate pr1.ar117 t.o the t1a1ng of the edoptioo ot the 

pol.107. '!hare appears t.o be no t-ediate Ul'£&1107 tor this actiOD. GGlll 

iaporta ban reoctl7 been A&ll and are not likal7 t.o be lerp 111 the naer 

tlltureJ the atock urltet 1a not u bnoTQt aa it wu t-ediatal7 atter the 

electionJ and &XIOesa reeerTSa are likal7 t.o decline 11Ubatutiall.7 tl'oiO now 

until the Chriataaa bolldaya. there b tiM, therefore, t.o cin t.bia 1»-
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Ou qGMtic:e, 'Obich of OOIU'M u .,t.Uel7 tbe rNpCilei'bU1tT of tbe 

treuury, 1a llbether it~ be beat to l.Daucurate tbe nn pGllQJ prior 

to obtdlliDg ...,nal ot the 8tebU1sat1CD Plmd tl'Oa Coqreaa. 'lhla ~ 

new&l 11a1 poeal'bl;y be 4~ or ooapl.ioated it a nn 1aeue 1a 1Dtroduoe4, 

particularl;r one thetiDYol't'la l.Doreaal.Dg the p.blio debt for the purpoM 

ot eterWtr.ins sold. 1t the u.. m .. the StabU1sat1on Plmd 1a ..., .... 

euthori tr 11a1 be obt&illed tor the iaiiU&Doe of obllgatiCDa br the 1'111111 

it..lt, with l.Dtereet ~ta out of the tlmd'a UMte rather tba OGt 

or texea. rua would obrlata the n-aa1t7 of l.D-..l.Dg the psbUo debt 

riglll'l. 

Another queatloo ia whether thie atep oupt to 'be te.ken before the 

Boa.rd or OOTe:mora baa bed an opportun1 ty to uae the tull author1t7 to 

raiae reeerYI requi...-enta. Congreee 1a liQJ.:r to aek 'Oh;r the Oo't'll'DJMilt 

ahould ~ l.Dtereat out of tauaror offMttiD(I (IOld aport& 8Dil prorlde 

earniDg aaaeta tor alllber 'bullcAI, m., the Boord of G<we:mors baa euthor1t7 

to absorb thea• roMJ"t''a br raiaiDg roMJ"t'' requu-.ta, 'Obic:h would not 

coat the G<werMent an;yth1ng. 'lhla ....,.._t 111gbt be potent with Coqreu. 

the queatiOG lligbt elao be rei8ed 11betber the e4opt1oa of th1a poliq 

IIOIIld not cl1.111D1eb the preaaure tor lecUl&tioa to ~~ the 1Dtlow ot 

capital frooa abroad. It •:r 'be felt that, al.Doe the tutare da&tce ot .,.ob 

l.Dfiow will be te.kc care of 'b;r the Trea...r;r aotioa, thare 1a leaa need for 

legialeUoa. But the Treaaurr pollq would c:el;r &l1111Data the etteote ot a 

(lol4 iDtl"" oa - .. reaer't'lao An l.Dn.rd 1101 rt ot foreip tuDU ~ 

atill haft the atteot of iDoreulDg upoaita IID4 a~Ung the 

IIU'Itetlwith pouible Mri.OGa -..cr-- to OGr _...,, l'u1ber11Dre, ott-
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oapital -• mte, but would do DothiD& to r .. tnill tho w.oO'tlo -llte th-

aelna, JOhidl are Ulldodrable Dot l1lll7 hoa our d-atic poillt ~ rt• 

but tro. the poillt ot rt .. ot world tr.de 8Dd tho -.illteuce ot .,..,.,.,. 

atabWt:y. Le&ialatioo prortdills tor tuatioo ot toreigll tuD4lJ or t~ 

protite iiOIIl.d reaon - ot tho illcmtin tor the illfiow ot cepital Gl4 

would uko tho ottaottills operatiooa leea urcmt. It iiOIIl.d be Ulllortuute 

it the edoptioo ot the Treaa1ey pol107 at th.ia tiM llhcul.d d1w1Dhh tho 

cbancea ot d.ealillg with the •ttar ill a .are tnM••mtal ft7 throuab taxa.-

It 1a U.O worth lihllo to illquire llhother the - reeulta llicht not 

be obtailled ill an equalJ.¥ aatietactor;y or - a .are aatiataotor;y .ao~~.er 

b:y perll.ittillg the Federal Beeern 'belllul to ia&Ne ct.beotm-ea. It the;r could 

d.o th.ia tlle Federal l!esarYe autllorities would be ill a position to ottaet or 

DOt to OttHt SOld .OY UDte, dopeodillg Oil tho prevailillg ored1 t 81 tuation. 

Thia prooedlu"e iiOIIl.d hue the advantage ot plao1Dg the mtire .. tter ot tho 

dooaeatio atteots ot &old ...,.,._ta ill the bands ot tlle Federal JINC'Y8 auth­

orities JOhiob are 1111ppoaed to gin thair ctire attmtion to tho d.-atio 

poaitiOD ot tlle d.oUar, It iiOIIl.d alae rel18Te the Oonmamt ot tho ooed ~ 

illourrillg illtereat.-bearillg Ubt to OttMt tho p14 .Ot' te, 

'l'bore h alae th1o probloa. It tho Trouur;r ......,, . llal.l billa to ott­

sat tho gold illfiow, Gl4 it a dtuation llhoald &riM ill whidl tho reUrol 

RoMrn mthoritiea talt it t.portat ill tho illtoreata ot d.aaatio -~ 

to uptm -.,. ratoo, t.1a1a ,...].4 Dot aoa1;r Mb it _.. apcain tor tho 

!Huar;r to llal.l tllo bUb, lllat aicbt realt ill at.traoU.C edditiiiDal p14 

hoa .._,. wUb tho IT ldMW ot ~~~Ill' tlao ~ 

to llal.l .... bUb, ... thiU s...r .~~ • 
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III>Jm'.Uir PRIIEIPL!S '1'0 U OBS:at:m D 

OPIRA1'IOIJ OJ' TRIASORJ PUll 

Ill ease the 'l'reaftr7 deoid .. w adopt now ita plan tor offMtUDC 

additions to the sold supply, Obaiman hol .. Will ~q>pron or it :pro-

Tided it will be oper ated 1n aooordanoe w1 tiL the tolloWiDC :pr1no1:plea: 

(1) Treasury operaUone 1n thie 11111tter wUl be au~Uo end not 

dieoreUonary, unless conditions abould arise thali would oau.ee the Board 

or Oonrnors w requeet a departure trom thla poUoy. All inoreaeea 1n 

the sold steel< trom the prea•t lnal will be offset shortly attar they 

occur. Otherwise the J'ederal RelerYe author1Uu will ha·n 110 ~ o~ 

controlling an important racwr operating on the .SO..aUo ored1t situ-

Uon tor which they haTe w bear the bruDt or respolleib11Uy. 

(2) The 'l'ieaaury wUl sell billa up w the tull .-,unt or addl tiona 

w the pre-t SOld stock and buy bill.a tO ottMt all deoreaMs in tJ. 

sold aequired bca now on, buli not deoreases tro111 the now ex1at1n& awck. 

Beyond i:hat point the detal'l&inaUon whether or not w offset sold export• 

will ~in tn the hallde or the J'aderal .ReaerYe e:uthor1 Uea. 
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I!T!RlLIZIIG rOWHI ACXIJISITICWS .Ql i1QL!! 

'!'be aoat praotical lllld aatiafactocy dwice for neutralhing gold bporta 

through StebWzaticn t'1m4 operaticna under ex:iating law IIOUld be as follona 

A. '!'be l'\md would 'bll7 all i.-ported gold. 

B. To pay tor this gold it would uae flmda obtained troa the General Ptmd 

of the Treuury in excha~~ge for ite gold transferred to the 'freuur7· 

c. '!'be Treasury would obtain web flmda by innreasing the uount of 

Treasury billa aold to the .arket. 

An illuatretbe exuple of the detailed operation of a tranaacticn b 

aa follOWS! 

(a) 
(b) 

(c) 

(d) 
(e) 

(1') 

(g) 

(h) 

(i) 

X, in New York, iaporte $50,000,000 worth of gold. 

Delivers the gold to assay office for account of StabWzatiOil 

lUnd (Secret&r71 a apeeial account). 

Federal Res81'ft Bank of !law York, aw fiscal qent (for Stabili­

zation Pund), pays X for gold by issuing its callhier' a check. 

X depoaite check in ite -ber bank. 

lleaber bank depodte check with Federal ReeerTe bank, receiwing 

credit in ita rea81"Te account, thua increasing exoeas reaert'ea . 

Aaount of Federal ReaerTe bank ' a check 1a charged to account of 

Stabilization Pund (Secretary' a apecial account), 

'1'hiJI account ia replmiahed by tranafer froa account of TreaiiU1"8r 

of united Stataa (General Fund) Oil bcoke of Federal ReaerTe bank. 

StebWzatiOO> Fund turns oYer to 'l'reaaurer gold equiYaleot to 

transfer, which gold will be iaPoundad in Gmerel 1'\md, 

At selected datea the 'l'reaaurar'a account with the Federal Ruerre 

bank will be replaniah.ed by the aele of Treasury billa to the 

aarket in Pounts aut'ficient to ca.panaata for tlle purchaaea or 

gold during a gi•en period. 
Bills will be paid for, directl7 or indirectly, by a drawing 011 a 

-bar bank's reaene account with Federal ReHI"Te bank, tlla in­

crease in reaarTea amticaed in '<e) • &boTe being thua neutralised. 

Note 1 ! 

llott 21 

Since anr purchase of gold inarea.aea bank depoai ta 

and hence chances the ratio of dapoaita to reaanee, 

thia plan al1ghtl7 110re than nwtralbea tlle inoreaaa 

in exoeaa reaenu. Should it ba desired exactly to 

equate this, al1ghtl7 leas Ulan $50,000,000 in billa 

could be aold. 

J.rq parchaae or gold increuea bank dtpOiitfo u u 
1a daaired to neutralise wch inoreaae, a oorreaj)(lDIS­

in& -t of Goftnulclt dapoaita ooWA be trenaterrad 

froa -ber beDka to Fedaral Beaarft bmka to the et­

tent of 8Uch dapoaita. 
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MMIIO 01' IIChidlt­..... 
P'&DEIIAL IIE8EIIV& 8V8TEM ........... 

Deco<obor l'l, 19liG, 

1()1 c!eo.r !lr. Seoret.e.r-Jr 

·. 

In res?Onae to your requcot , I .a transmitting 
herewith a me.ornndua which roises a nu•ter or ?Dints 
th6t I feel sure I should bring tully to your attention 
in connection with the propocol r.ith reference to 
ateril1zotlon or bonk reservvs, 

lle havo convossed the subject oa thoroushly aa 
tiM would :>er.tt. Inu=cb aa in our prellcllnnr;r dla­
cussiona you rr1ueated ua to brin~ to your notice ~bat­
ever c.,_nta or v i ews we tel t were pertinent, I have 
noted don hero br iefly BOM o.r t he coneldorationa which 
it _.. to • should be carefully ..-el1:hed before you 
take a ,osition or announce a sUI;> whlch baa such rar­
reacbin~ laoportance. As you Jmoy,, I WI fully brere or 
your l ecrel reapons1btl1t1es and freodo• of action, and 
I would npt Tenture to ;>ut forth t.heae conalden t.ions 
exceot for the fact that. in a spirit or unreserved co­
oper~t.ion, you hod a okod Cl8 to mal:e known tully to you 
the viewa that naturally arise fro• the r~nd.><>int or 
the Federal ReaeT't'e t:yat.e1111 nor do I need to e;a;>Jwelzo 
rq llpJ)reciation or your desire to do fh~t.ever h 6!Jpro­
priato toW11J'd our cOMOn obJective. 

Bonor&ble ~ lllorgent.hau, Jr. , 
Sec:rotel')' or the TreeSUl')', 
Wallhlngton, D. C. · 

encloiiUN 
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W!!ll!r&!D' liiDCDLIS !'0 •• 01181RUD Dr 
OPIRAftOII w 'U'IIURf PUll 

Ia oaM the 1'N&8\117 d.M14 .. w a4op\ - 1 ta plaa tor ortMU1JIC 

ad41Uou to \be Fl4 aappl.J, cu•- ... lea wUl appon of u pro­

T1da4 i~ 111ll M operaw.t 1A uocmlaM 111\b \be tollowtac prtaoiplaa: 

(1) Tre&aur7 operaUou 1A \lata .. uar 111ll ba au'-Uo a4 aot 

41aoraUoa&rJ, ualau ooJI4U1oaa eboul4 arlM that would - \be Board 

t.he gold awck ~ the pro-t lnal 11111 ba ortMt ahortlJ after thq 

occur. Otllllrwtaa \ha J'aderal Raaarn autbor1Uaa wUl llen 110 1111)0 or 
ooDtrollla& aa t.portaat faowr oparaUac oD the doMaUo eraoUt ai­

UoD for 10h1oh t.hq han to bear t.ha bruat of raapouib111\7. 

( 2) 'l'l1a 1'Na8UI'7 wUl Mll billa up to \be tllll 8Duat of ad41 \lou 

to t he pro-t gold atoolo: BDd biQ' billa tO ortMt all d&Oftuaa 1A \lie 

sold aoqu1re4 ~ 1101r oa, but aot daoftaMa ~ the ao• e:riatiiiC atoek. 

a.JOD4 thet potat the otam.1aetloa what.hn or aot to o rtMt sold azporta 

Will ~1a 1A the haada of t.ha J'adaral a. .. ". autbor1 u ... 
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=•PJ PI!P9!!t1. El !!DIPJZDO ~ 

e1 t!M:r tMougb 1apo:rt. or tb.J"ouctt ._8t1o p:roduct1ca, U propoM8 to ott­

••t we ...U.t1CD8 b)' ..Utac bWe to the -net, eo that 1D el'teot it wU1 

~Y tor the cold b)' bWa rather tba b)' hD48-:J:tj., ~ ~} 
Tile pa:rpoee ot Ulb propoM1, lblch 1e to uke our~ ~-r 

dent ot aold ..,.,. ret., h hilhlJ' de81:rable and the Mthocl p:ropoeed ww1t1 

Ill tba tirat pl&oe, the policy lboul.d be cxteaoMcl to ~ 

IIIUTe:r pu'Cb:laee, whicb ha..,. Ule - effect on depoe! t4l and :reeV'te8 u 

pw-obuee. !Ida -..ld .-pbube U\e tact th<lt t:rc. the po1Dt ot Tift 

ot aonete:ry polie .. • tbe 81l..,.:r pa:rchaN plan, Ullllle:r oCDdit1CDa row PI'W"lll.ac, 

ee:rna no uaetiJl pu.:rpc>M and Mltea the prohl.• ot -te:r:r CODt:rol IIO:re dit-

Otba:r quaat1on8 relate p:r1M.:ril7 to tbe t1a1rc ot the edopti.CD ot the 

poliCT• 'Dia:re appMJ"8 to be no ' d!at41 urcero7 tor thh acUOD. QQJA 

1apo:rt41 h...,. :reoct17 be-. ..U and are rot likal7 to be la:rp 1D the­

tutu:reJ the etock a:rbt b DOt U bole>Jet. U it ... 1 fS.tel7 el'te:r the 

el eoUODJ and e 1188 n-8 are l1Ul7 to dealiDa abeter~ t':rc. -

urt1l the Qu-ia.._ b~. 1Mre 1a ~. u..reton, to P" th18 s-

24 
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o.e C~QMUca, llblala or umz• 1a •Un17 u.. nepcaa111U1t;J or u.. 
~. 1a 'llbeth• U -u be liNt. to 1Daapnt.e tale .... ,.u_, prtor 

to obt.da1.Da Naftai or tale at.uwuuca 11M~ ec.cn-. !h1a""'" 

D.-1 ~ poen'lll:l be~ or a a"•t.et u a-1- 1e lata • ... 

part.1aul.arl7 •• tbat.lDYOl'I'U 1Danaa1Ac the pabl1o debt. tor the pcapn 

or •terU1e1D& C014· .lt. Use t.1M wbe tale 8t.Ulli•tloa JIDI t. 1 a .. 
llltborit-7 ~be obt.!Md tor Use braaoe or obllcaU,_. b7 Use JIDI 

it.Mlt, with lDt.erMt. ~t.e out. of tale IIID4'• UMt.e ra._. tbaD oat. 

or tau.. 'lhia 110111.4 ollwi&t.e tba •-tv or s--iDe the pel\l •• debt 

r1cuft • 

.ll>otber quat.lca ie a.tber th1• llt.ep oacbt. to be takr before the 

Board or Goftnl- ·u. bad a opport.ait-7 to ue the tu11 rtborit-7 to 

ralM I'OMJ"N ~t.e. ec.cn- 1e lJ.Ul7 to uk 'lib)' the QoftJ t. 

ebould JIST lDt.erMt. out. or t.aNtw offiiR\Iac 1014 ialport.e _. proride 

MI'D1.IIc -t.e tor a.U.r llaab, 1lba the a.rd or Qo9eraore bu autboriv 

to abeorb tb--· 'b7 ra•.s•c re- ~t.e, whlcoh -u not. 
coet. tale 0«-t. ~· '!hie ~t. al&ht. be pot.rt. with ClclqreN. 

'!he q!IH\loa llipt. abo be ra1Nil 'llbetber tba adapt.lca or till• poUq 

oapi~ ~ .._,., . n ~be telt. tbat., a1aae the 1\atan ._..or.­
tanow aUl. .. t.Ua - or 'b7 .. '---7 aotlca, tAeN 1a l.aN ..... ,., 

~til pRM1'111e -l•• - I 1a11• \0 _. --1111'· Jlu. -•• 
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.. ttl.Ds cold 1llport8 1• a ..thod ot -tnlbSJic - or tba an..u ot 

oepital --ta, but -u do llothiAC to reaVIWI tba- eta u.­
aelYea, llldcb are liDIINirable DOt CDl7 ~ our ._.t1o poi.Dt ot n.. 
but troe tbe po1Dt or '0'1 .. ot worl.d trade md tba MJate.moe or 8! I ... 

at.abillty. Lec1elet1oo Pl"""1dhc tor tu:at1oo of r-1p l'lala or r-s.. 
profita -.l.cl rEAon - ot tbe 1Domt1n tor tba ~ ot oap1tal md 

would uke tbe offHtt1Dc operat1ooa le88 urcct. It -.1.4 be UDfortuData 

i f tbe ..Sopt10D of tbe TreUIU')' pollo;r at tbia tiM lboul.d cUa1n1 lh tba 

It 1e aleo worth .eue to 1Dqu1re 'lllbetbtrr tbe - reeulta atcht Dot 

be obtatD..s 1D m equall)n aat1ataotory or - a .ore aatlataotoll')' -er 

by peraitt1ng tbe Federal Reaarn beDu to 1uue ~beDturea. It tbe7 could 

do tbia tbe Federal J oHrn wtbor1t1ea wauld be 1D a poa1t1CD to otrMt or 

DOt to OtfMt col.4 AIOIEAI'Ilta, .s.p.OIIIDg Oil tbe prnall1Dg or.llt a1taat1ca. 

'rllb prooeclure -u hne tbe ..tnlltace of pho1nc tbe cUre Mtttrr ot tbe 

4.,..at1c atreota ot col.4 .,..,.,.,,__ta 1D tbe luiDcla of tbe Federal In 1 •• wtb-

or1Uea llh1oh are auppaa;d to lift tbe1r mtlre att81lt1oo to tbe daeet1o 

poait10D Of tbe dol.laro It -.J.d alao rellen tbe Goni'DIMDt or tJie D ... of 

ona.. 1a u.o tb1a paau •• It u.. ~ •='" ..u llllle to ott­
.. , tbe col.d 1Dtloor, SAd 1t a aUaat1oo lbald ariM 1D llh1CIIa tbe 1'.-....1 

ReMrn •tbarltlae felt lt lapclrtat Ja tate 1attrreeta ot ..-..tto u•< 
to tia'a'-~ rawa, t111e ..U act ~ -.lEe 1t _.. ...,_.1.,. tar tM 

Tree_,- to ..U • bllle, lilt ;dpt n.lt 1a attn.;t'ec ..s.ttw.al ceW 
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The 100at pnctlcal Md Mtlatactcey dedoe tor DeutralblAe plcl s..porw 
thr01.1811 StabUbatlon llm4 operatlona UDder ezietlnl la• -.J.d be aa tollowea 

A. The l'uad would boa7 all 1aport.l &Old• 

e. ro P8J' tor th1a cold lt •auld DM tuDela obtai.Ded trOll tbe Gcen1 ,_.. 
or tile TreaB'uy 1a exohUII• tor lta £014 truarerred to tile Treuoar7· 

c . The TreHUrT woulcl obt&iA ... ch tlmda bJ 1Dcnaalaa tile - t or 
Treooury b1lla eold tc tbe arll:et. 

An 1lluatnt1,.. -ple or tile det&J.led operation or a trueactloe 1e 
u rollowaa 

(a) 
(b) 

(a) 

(d) 
(e) 

(f) 

<a> 
(h) 

(1) 

(j) 

X, 1a llew York, lAporta $5010001000 worth or cold. 
Dell,..r• tile plcl tc ••MT office tor a-t or StabUhatloe 

l'lllld (Seclret&r7'• epeclal ·-t). 
Jadenl. leMr.... 8aDk or lew I orlt, aa tiecal ., .. t (ror StabU1-

aat1on ,_..), peJe X tor &Old bJ iaaulaa ita oubJ.er'• abeoll:. 
X depoelta checll: 1a 1w .-bar beDJ<, 
...a..r beDk depoelw checll: eitll r..sera1 Bee..-.e baDII:, rece1e1.a1 

oredit 1a ita rea.r.... account, tiNe 1aoreaa1nl ao .. a reeenee. 
-.nt or Jedera1 lleMrn b&Dk'• oheoll: 1e charaed tc a cOOUDt or 

StabWsatlon Fuaad (Seoretaq'• apeclal account). 
thi.e &CCOW\t ia repl .. iabed by tnnefer trOll &OCOUDt of TreaiiUftr 

ot tJDited Stat .. (a-....1 !'lmd) on booll:a or Jadenl. Beeene baD):, 
StabU1aat1oe 1\md tun>a OYer tc TrMaurer &Old equi't'al .. t tc 

tr.neter, lll>iob plcl eUl be iJopouDded 1D O..eral. Jlmd, 
At aelectad dat .. tbe treuunrta &OCOUDt eitb the J.-raJ. .......... 

bani< eUl be replciabed by tile aele or TreuurJ b1lla tc tile 
aarltet 1D -ta aufficleDt to Ca.pei\MW for tile p&rab&Ma Of 
cold dur1Da a ah., period. 

81lla will be peld tor, d1reotl.7 or 1DdireoU,, by a draii1AI CD a -a..z. beD!<'• reMrTe &eCOIIDt eitb Jadenl. lleHrYe baDII:, tile 1D­
creaae 1D reMrna -tloeed 1D ~e)• at.o.... belaa tbua neutralhed. 

lott 11 

!lot, 21 

S!aoe aslJ parchaae or pl4 laoreaaea baDII: depoaita 
and h.,oe ahaD&e• tile ratio or depoaiw tc re-•, 
tllle plAD ellcbtly • ore tii&D Deutraliaea tile 1Dore&M 
1n exoeaa reHrY... Should it be deeired aaotlJ to 
equate thla, allcbtlJ le .. thaD 150,0001000 1D bUla 
-.14 be aold. 

1a7 paro~~aae ot p1c1 1DcnaMa baDlt 4epot1t.t· u 1\ 
1a de aired tc neu tral1ae ..aob 1Doreaae, a oorreapoed­
laa -tor ao....~t depoalta -.14 be tnnet.,..... 
trOll .-bar beDU tc r.-raJ. .... ...., bcb tc tile _. 
tent or euoh depoal te. 
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IIGAita cw CIO'W'CIINOR8 --I'&DKIIAL IIK8KIIY1t 8Y8TKM .......... _ ·. 
Dece,obor 10, 19~0. 

In reaponae to your requoot, I ~ tranaaltting 
hereri t h a H IIDrnndua which roisaa a nu•ber or ?Oint a 
thbt I feel aura I ahould brinc, CUlly to your attention 
i n connection w1 th the pr opoet•l .. ith reference to 
aterilizotion or bonk rasorv~a. 

We havo canvaaaed the subject aa thoroughly aa 
t1- would perait. In..s1111ch u in our prelU.inary dla­
cuaaiona you r 8'lueated us to bring to your notice • bat­
ever co ... nta or vlewa we felt were pertinent, I have 
noted dowo here briefly aoae or the conaidorationa rhich 
it - to .. should be uretully welr.hed before you 
take a :>OSition or announce a stAt;> which baa such rar­
r eeehing iaport.oonce . Aa you kno11 , I ... runy 11rnre o.t 
your legal reapona1bilitias end troedo• or action, and 
I would npt •enture to ;>at forth these eoualdert.tions 
except tor the t act that 1n a s pirit or unreserved co­
operbtlon, you hod aokecl "'" to Cl&ke known fully to you 
the vtewa that na turelly arise 1'r011 the eU:nd ~>Oint or 
the Federal ReaorTe !::yatem, nor do I need to e11pbsehe 
fl:1 Apl)r&Clatlon Of :your desir e to do rh .. t-eTe r 1a ap;>rC>­
priete towerd our c....on objectiTe . 

Honorable Henry Morgeotbau , Jr., 
S.c:reter)o or the Treasury, 
ll•shi.Agtoo, D. C. 

encloWN 
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llllll'l'.AII'l PRI!ICIPLIS '1'0 IE OISIRVDI Ill 
OPDAnOII OJ' ftJI:AIKJIIr PUll 

Ill cue \u 1're&INZ'J' ct.olba to o6op\ - Ua plu tor offMUl.ac 

ed41Uono to tu p>l4 auppl7, Cb&S.-.a .looloo wlll appron or u pro-

rt4ocl lt will k oper a ted 1n aoooN&noo with \u tollow!.n& prlnolpho: 

(1) TrMINZ'J' oporaUona 1n thio .. ttar will ba aut<D&Uo u4 D01: 

dhoraUonar,-, UIIJ.eao ooniUUone 8boul4 arlaa that ~ul4 oouee tho Bol1M 

Uon tor whicb tha7 han to boar tho bl'\lll1: or raoponelb1111:7. 

(2) Tho TraUIU"J will oell blllo up to tho tull ..,\Ill, or eMl Uono 

to t he pra-1: gold a \ool< u4 b>q billa 1:0 offM\ aU daore ... a 1n \loa 

p>l4 80q111ro4 trca DOW on, but DOt daoraooeo trca 1:ha aow a:datlac o\ou, 

ila7Qn4 tu1: po11l1: tho 4o1:at'ldn8Uon wbethar or not to offoe1: &Old axpono 

wlll IWI&ln 1n tho bUd a or the J'edaral Raaana euthorl Ueo, 
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=•rm JIII!IIC!" l!ll rpmzm ~ 

1M u~tanoe ot tile !'reuv7'• pzopn·l b tut. 1t. wUl. ottNt. til8 

eltaot.. ca hr belt Nl UM ot --s taa" r .MitSa~ to ti18 IOlAI 1111'1'17 

e1.tMr throqll bpol't.8 or ~ ._lt.io produot.l.ca. It.~· to ott-

det ot JOW aao""';-at..• 11 b.~ dellinble ad the ..t.b.o4 pza;aMd -w 

eoooap]tlb tile 1'8IUl t. 

tb- are owt.a1Jl 'l'&UU .... 11.-.v. iiiWIIl appMr to oall tor taatbr 

ocaeiderat1CD. Ill tile t1.rat plaN• tile polloy *oulcl be ~ to oonr 

lll'l'er ~~. 'llblCib b.an tile - etreot on depollt.. u4 NHl"ftl u 

coW puabaaea. tbla -:w apt.ube the taot tllat. troa tile po1At. ot Y1elr 

ot aonatuy pollo:> tile allnr Jl'lll'd:laN pl.m• ....,. oCIIIII1t1 ... D.,. ,...,.sllac. 

Mr'i'N DO ....tu]. parpciN ad -.ku the probl ... Of -tuy -uol 8f)N tif­

tiCQlt. 

Otber 'l'&Ut.i ... relat.. priarilT to tile tSa1D& ot tile adopt.ica ot Ule 

pollq. !b.ere appaan to be Do • 1'-t.. UZ'IIIIOJ tor tllll actloa. 0GW 

iaport.. !urn ~~ belli ..U ... are DOt llkelJ' to be lcp 1a tbe -

flltw-IJ the at.ook .ubt. 11 DOt U 'baOJat U it WU 1 '!at.al7 art. Ule 

aleot.l.oaJ llllll • 1111 1'111 ua.a are l1kal;r w lin'S .. alleta~ troa -

IIDW tb.e ~ ....,,..71• ~ 1a U..• tloa'lt-• to pn Ua1l. 
port.et •t.tr taa-tbr aant'lll -dfrat1oa. 

30 
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ODe quMU~, tlbicb ot -• 1a tat.lrel:f tM rupGDaibUit.J of the 

thAIW')', 1a 'llbethv it ~ be beat t o iAMII'U'&te tM n" pa11o,r prior 

to obte'"'DI rta.-1. ot the 8t.elllliuU~ 111114 ~ Coqreaa. '!bJ.a re­

newal u:t pouibl)' be~ or -pUoated 1t an .. 1uue 1a tAt.roduoed, 

part.ioularl:T ODe thatiAYOl.Y .. 1Aoreaa1Jli the pablio -bt for the JIW"PPM 

or atv111a1Jli IOU• At the U. wbta the St.&blliuUOD Plmd 1a rta .... 

autbor1t.J M:f be obt&ined tor tlle h-oe or obl.ii•U~• 117 tU 111114 

it.el.t, with 1Aterut ~te <lilt of the flm4'• &aNte raU!c" then 011t 

or tuea. Dlb would oborlate the n-HiV ot ~ing the pahUo Ubt 

tigu.n • 

.botMr queatiOD 1a 'llbethu- thia etep oueht to be t.akta before the 

Boa.nl ot GOYft'Aor• ·baa had an opportun1 t1 to Wle the ruu wthon tT to 

r&iae l'&MZ"nl nq~ta. Cqreaa 1a lU..l:T to ult wilT the GOYerDaiGt 

aboul4 PIIT lntereat out of to.• tor otrMttiAI gold 1aporta ..,. proriAle 

&t.ni.1D.g &&Mta tor -..be' b&nlta, lbta the IIOU'Cl or ao.a .... ors baa autllori t.J 

to &beorb u.- NMZ'fta liT raia1Jli raiiVft ~te, wbicb -.&14 not 

co•t the aw-t &DTthJ.nc• '!h1e ,...._t llipt be pot.>t with eoo,r. ... 

!be queaUOD llisbt abo be ra1aed *•tMr the edoptian or th1• pol1o.r 

-w! not •"•'n'* the pre..,.. tor UcialaUOD to .u.oourac- the 1Dtlow ot 

capital ~ ..-.o..s. It M:1 be feU tllet, ainca the fllt.ae daaqe or ... 

1nnow will be t.akta can ot liT the Thuul")' aot.I.OD, thara 1a le•• need ffll' 

lacialaUGD. lilt the 'freuul7 pol10T would ~T al.iJiillate the atfaote of & 

gold tAn"~ 22zu•• nnn••· AD lnll&l'd wu =tor torn,. ,_,.. ~ 

•UU baY& tale etfeot ot b uiq .. poeite.,. au.l&tlDg tale 
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tettl.Dg gold i.aporta b a •thod ot Dwtralhinc - ot tha att"ta ot 

capital --ta, but would do DOtb.in& to reat.n.in the .,. Dta th­

aehea, which are lllldeeirable Dot aa.l7 tra. our d-auc poiAt ot n" 
but troa the poiAt ot n .. ot 110rld trade end the aiAtcmoa ot axob-ca 
atabWt)'. Lap.alatS.OD ~g tar taxat.1011 ot toraJ.cD f\Db ar toreJ41a 

prot1ta would re•on - ot the 1Ao.>t1n t or the iD.tloc ot capital ud 

would u.ke the ottaettine operat.1011a leea urc.,t . It woold be untortwlate 

it the edoptiOD ot the TreUUJ7 pollCT at thia U.. abould d ' •1n1ab the 

chaDcet or deal.ing with the -tter 1A a .ore tundaMntal we.y t.hroup to.. 

tiOD • 

It b alao 1IOI'th whlle to 1Aquire ..... ther the - reaulta ldcht not 

be obtained 1n an equall)' .. u atactar)' or ..,.. a ..,,... .. Uatactoey ....,. ... 

b)' pem1tt1ng the Fedaral Reaerre banks to 1uue debentures . It the7 could 

do thia the Federal lloaerre authorities would be 1A a post t1011 to ottMt ar 

not to of!Mt cold ..,, ate, dependi ng 011 the pi'Wfti.l1Ag credit aitaaUcc. 

'!'lis procedure would ban the adnntqe ot pUc1cc the entire -tter ot the 

d.,.utic atteots ot cold .,. acta 1.11 the baDda ot the Federal a-rr. auth­

orities wldoh are auppoeed to cin their anUra attanticn to the d-auo 

poa1t.l.cn ot the dollar. It would alao relien the Goni'DIIelt ot the nMd of 

n._.. ia al.M th1a PI obl•• U the .,.._...., abnald ..U billa to ott­

Mt the COJ.d 1Df1oor, ..S it a aitaatlcn abcoald ariM 1A whida the FeMral 

~~e .. ,... •taar1Uea tal\ it ~t 1A the Sat...ete ot .s-auc _..., 

to ti&htan ~ rata•• Ua1ll .-lei aot aa.l7 ..U 1t _.. expcain ta~r the 

Traatur7 to ..u tM billa, wt G&ht raalt 1A attnoUac ..wtt1Cnel COld 
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!be -t practical ad aatild&Ctor7 d.rtce tor a ... tz'al1•1Ac ,old bporW 
U\rOU&ll StebllisatiGl Jlm4 operatiODa 1Dier u:1at1JIC lae -wt be u foll-1 

A, !be PUIId wwlcl baT all S.ported ,old. 

8. To pq tor thia cold 1t eoulcl 11H tu.da obta1Dad troa the Gmaral fl.e 
or the 1'h&IIU.I7 1D exohaace tor 1 t.e cold t.ruaterred to the Treouur7· 

c. The 1'hUW7 -.lcl obtaiD ... ch tlwla by 1Dcr.u1Dc the -t or 
ThtiiiU'7 bW.a aold to the urltet. 

AD Wuatretift .,._ple of the ~talled operatioa or a t.ruaaotica 1a 
•• tolloeaa 

~:~ 
(o) 

(d ) 
( e) 

(f) 

( c) 

(b) 

(1) 

I, 1D 1 .. Iort, S.porta t50,000,000 .arth of ,old. 
DaU.....-. the ,old to Ua&7 office for ac-t of Stebllhetica 

J'IIDd ( Seeftt&r7' • apeotal aOCOimt). 
F..s.r.J. .. Ml"ft 8eDit or '" Ion, u t18Cel aceat ( tor stu.w­

satioa llmol), pqa I for ,old by 1UI.IJAC ita oulder'a abeolt. 
I depoai t.e cbect 1D 1 ta ber beak. 
.,...,_ beak depoe1ta cheolt e1tll F..s.r.l Jeaern beak, nM1Yiq 

or.U.t 1D 1ta reaerw account, tbua 1Dareu1Dc -e reMJTea. ,._t of Federal leMrw beak'• obeolt 1a cberpd to ao-t of 
Steb1llsatiOD J\mol (Seent&r7'a apeotal &OCOUDt), 

1'111• acCOUDt ia repl .. illbed by t.ruafer troa aoeOUDt of tr.e.unr 
of Un1ted Statu (a-eral Plmd) .., boob of Federal leaerft beak, 

Stab111satioa l'lmd tuma 0\'9r to 'l'ree..arer cold eqai.U.t to 
t.ruafer, *iob ,old e1.ll be t •r "'" ...., 1D OeDerel. had. 

At Nlacted detaa the 'l'ree..arer'a aooOUDt e11h tbe Feoleral bs ate 
beak e1.ll be replcillhed b7 the Nle of 'f'reuolr7 bWa to the 
..net 1D - ta auft1o1 .. t to cCIMpellaata tor tile parotluea of 
cold durhg a g1nc period, 

BU1a e1.ll be p&1d tor, cl1reotJ.7 or 1ad.ireotlJ', by a dra1r1ac oa a 
MMber beak'• reMl"ft ac-t e1tll Federal leMrw beak, the !a­
cre ... 1D reMJTea -tioaed 1D '(a) • a1>cwe be1Dc tbu aeutz'allaed. 

Jott 1• 

lot. 21 

S1Dce ~ poarchaae of COld 1Dareuea beak depoeita 
aDd b .. oe obeDcea the ratio of depoeita to reMrwa, 
tllia plu alf«bUy MOre tllu a ... tz'all .. • the 1DareeM 
1D ax.oeae re .. rrea. Should 1t be deatred aaotlJ' to 
equate t.hia, ali&ftUy le .. tii8D t50,000,000 1D bWa 
owlcl be aold. 

AD7 purobeM of COld 1Dareaaea beak 4tpOa1t.f. U U 
1a 4ea1red to aeuti'Uhe nob 1Doreeae, a oorreapGDd-
1Dc _,.,t of GoftrDMct depoeit.e owlcl be treat~ 
troa .-bar beaU to Federal 8eMrft beta to the .,. 
tct or ... o11 ~poeita. 
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Operator: 

Burgess : 

li .M. Jr: 

B: 

H. !A. Jr: 

B: 

H. U. Jr: 

8 : 

ti.M. Jr : 

B: 

h.M.Jr: 

B: 

li . !.I . Jr: 

l:! . :.t . Jr: 

B: 

K.M.Jr: 

B: 

li . l! . Jr: 

B: 

H.ll . Jr1 

Dr . Burgess. Go ahead. 

Hello . 

Hello, Burgess . 

Dec .. ber 10, 1936 
12:47 P.ll. 

• 

Well , sir, the market strengthened up a 11 ttle bit 
after your statement about the seven times subscribed . 

Yes 

And it's been pretty steady a t that point . 

Well, I did it for that reason. 

Yes . 

I didn't - if you noticed, I carefully avoided 
saying how much the allotment would be, 

hxactly, yes, yes. 

I simply -

- let t hem figure that out themselves . 

Yes 

The market is a l ittle off from last night, but 
it doesn't amount t o anyt hing . 

Well , I thought there was no reason to withhold 
that information. 

No, I 'm glad you did it, because it - it made the 
market better. 

And - well that•s what it -

I don ' t mean just higher , I mean a l i ttle steadier. 

You see, I think we started with f ive milli on two, 
and they' ve now got it down to five milli on one. 

.lh-ha. 

So it' s at least aavan t t.aa -
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B: 

!1 . 1.1 . Jr : 

B: 

u. M.Jr: 

8: 

!l. li .Jr: 

B: 

B: 

H.M.Jr: 

B: 

lL!l. Jr: 

B: 

i:l . !.l .Jr: 

B: 

H. M. Jr : 

B: 

H.M. Jr: 

B: 

R.lii.Jr: 

B: 

- 2 -

Yes , yes, yes . 

- oversubscribed . 

Well , that ' s good. 

And we ' ll try to have that - the other stuff out 
by ten tomorrow morning . 

Yes. We're going to it on these subscriptions . 

Are you? 

35 

And be~ring them down, and treating them as nicely 
as we can. 

Good . 
.'le •re getting a very decent reception. People are 
being very decent about it . 

I don't look for any trouble from abroad now. 

No, I think tha t that ' s - that ' s taken care of 
the onlY way it could be, -

You know, it ' s funny -

- after a ll. 
- I had a press conference and I came out that -
with a statement on that just as - about five 
minutes before the King ' s statement came out -

(Laughs) 
- which I said I didn 1 t think it would have any 
effect on us . 

Yes 

so . 
Well , our stock market's str ong today. 

Yes . 
I think - I think it ' s bullish everywhere. 

Regraded Uclassified



a .ti. Jr: 

B: 

l! . lil . Jr: 

B: 

B. :A .Jr: 

B: 

H. l,\ . Jr : 

B: 

H.M.Jr: 

B: 

H.U. Jr: 

B: 

H. M.Jr: 

B: 

a . M.Jr: 

B: 

H. ll.Jr: 

B: 

B: 

38 

- 3 -

I suppose the t biDI which would ban upset tb• 
if the - Baldwin' s cabinet had fallen. 

Oh yes, that would have been the real upset. 

Yes 
And, you know, I think i( this fellow had - bad 
caved in and said he'd stay, that that wouldn't 
have been very s at1sfactory either, because he ' 1 -
he's ruined his standing, I think. 

You think so? 
It would have taken hi81 years tog et it back 
if he ' d - if he ' d stayed after this, I think. 

J.ll-ha. 

However, I'•-

Well -
- not in a very good position to judge . That ' s just -

No 

- a horseback opinion. 

'•9ell, the only thing I was interested was to have 
i t settled one way or the other . 

Oh yes. 

Now it' s settled . 

That 's the reelly impor~ent thing. Yes. 

Well, thank you. 
I haven' t bought acything 010re this 01orn1ng. I •ve 
got orders in -

That's all right. 

- only if it drops below 101 l ow. 

Tballk JOU. 
• 

Verr cood . 
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DOl JONES TICIER 

TREASURY BONO ISSUE OVERSUBSCRIBEoD~y~~ 

TIMES 

WASHN- THE TREASURY-S CURRENT 700 000 

000 DLS CASH OFFER I NG OF 2 1-2 PC BONDS OF 

1949-53 HAS BEEN OVERSUBSCR IBED SLIGHTLY MORE 

THAN SEVEN TIMES 

-0-

SECY MORGENTHAU ANNOUNCED 

37 

·-
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Deoomber 10, lG~6 

The Secretary held hie usual Thursday morning pr eaa 
conrerence at 10:~0 today. 

While the newspaper men were ln his office the newa 
t icker announced the abdicat i on or the King of England. 
In response to a query at the conference, the Secr etary 
commented that i n event of abdication, the world monetary 
situation would not be affected. 

At the oonclueion or the preea conference, the 
Secretary went into Lochhead ' s office to read the ticker 
announcements and to watch the bond market reaction. 
(Lochhead's memorandum on the condition or t he market 
at the time of the announcement or the King •a abdication 
and throughout t he rest of the day ia attached.) 

The Secretary called Knoke, in New York, to ask him 
it he had read the announcement of the abdication and his , 
the Secretary's, statement. Knoke r eplied that he had 
and tnat the ticker had etopped in the middle of Baldwin ' s 
speech to ineert Ur. Uorgenthau's etatement. The Secre­
tary aeked Knoke to telephone London and talk to them and 
then to call him baclt Md report to him on conditione in 
London. (Knoke's telephone convercat1on with the Secre­
t ary reporting on his London call is attached.) 

The Secretary's next step was t o call Gaston and 
copy or their conversation ie attaobed, 

·' . 
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H.!i.Jr: 

H.M.Jr: 

K: 

H.!A.Jr: 

K: 

H. lol .Jr: 

K: 

H.1.t. Jr: 

K: 

H. M.Jr: 

K: 

H.ll.Jr: 

K: 

H.ll.Jr: 

K: 

H.M.Jr : 

K: 

H. M. . Jr: 

K: 

Yes. 

Knoke. 

Yes . 

Decaber 10, 1936 
12108 P ••• 

• 

I Just spoke to the Bank of England . It was a 
lengthy talk, very satisfactory, and I'm dictatin& 
a memorandum a little later. 

Right. 

What I'm giving you is - is the high spots. 

Please. 

He said there's a great reeling or relief in London. 

Yes 
The necessary legislation will undoubtedly be passed 
through both houses quickly and expeditiously without 
any trouble . 

Yes 

Political parties are united. 

Yes 
There's going to be no political trouble here . 

Yes 
Legislation will have to be passed 1n the Dominions 
and probably w1 tbout difficulty 1 rlth one possible 
exception, and that's the Irish Free State. 

Yes 
That probably would be smoothed over . 

Yea 
Be repeated that London was reall7 rel1e'led and waa 
looking forward to more or leas continuation of the 
recent ao• .. ent. 
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H. r.t . Jr: 

K: 

B . lol . Jr: 

K: 

H. M.Jr: 

K: 

li .M. Jr: 

K: 

H. M.Jr: 

K: 

H.U.Jr: 

K: 

H. !.t.Jr: 

K: 

li .K.Jr: 

K: 

H.l.I . Jr: 

K: 

40 • 
- 2 -

Ah-ha. 

By that be said be referred to the sterling moveaent 
ten days ago when be - when the sterling seeaed 
definite- - decideily firm. 

Yes 

And he thought there was no reason to a ss1.111e 
that that tendency wouldn't continue at least to 
the end of the year . 

Yes 

lolarkets were hopeful and - and optimistic. 

Yes. That sounds very good. 

Yes, I think so . He asked one question that really 
took me aback, and be said: "Do you think that 
this affair will cool off America's feeling for us?" 
Well , I hesitated for a moment and I said, "Absolutely 
not, at least not in the circles that I have moved 
in." 

No 

"Absolutely not. " 

llo. No . 

Don' t you think that ' s correct? 

Oh, absolutely. 

Yes. 

I mean I think the thing that the American public is 
interested in this thing 18 the - ah - love angle, 
and it's - it ' s an extra good Hearst stor,r, you know. 

Yes. I mean but that Mrs. Siapson was born in 
Baltimore I think certainly doesn't -

No. 

-doesn't affect people here. 
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H. U: . Jr: 

K: 

H. :A.Jr: 

K: 

d . ll . Jr: 

• 

- 3 -

Jo. lo, I don't - I think once - DOW tbat tbe 
thing is settled and - I think that the tlrat 
good aurder case will coae along, wny, that will 
replace it. 

Yes, we'll s oon read about Spain again. 

Yes . Yes. 

All right, sir. 
tonight. 

Thank you. 

Then that will be maUed to :you 

41 
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. . 
. 
~ 

~-. fd the aliUoaUoa of the ll:blc of_,, wae neet.'I'M b 

thil matltet at 10t40 A, 11. At that u .. ekrlill& wu 11110'-' at 

4.90-3/16, haft!~& s.pr ..... 1a tha MrlT -.be ~ A-a .. ~ 

1DC price ot 4.89-11/16. 

plece. 

I...UatelT after the -• the Ml'ltet a4ft.DCecl elttbt]J' to 4.90-1/1 

aD4 then Mttlecl 4an IIP1D to t.!I0-1/4. !l'u-Uoae 1a e\Wlla& at 

th11 time were 'Wr7 .all aD4 ocl7 so,ooo powl41 turaoftl' wu t.r.cecl 

1D the • .., York _.ket 1a the half bollr wb1cb ~ after the -• 

of the alMIJ.oaUoa reechecl here • 

.Alter 11 o1clook, DOoD, nerl1mc 411pl~~re4 a ellebtl;r t1I'MI' 

taD4eDCJ aD4 roM to 4,90-7/16 arlllllll4 4 o 1clook D4 cloM4 at t.!I0-7/16, 

wltbcut AliT .oth1t;r to_.. lateneDUOA 'lllr the lt&MlbaUoa JUl. 
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Operator: Kr. Gaston. 

H.M.Jr: Herbert 

Gaston: Yes. 
a .M.Jr: It ' s kind of amusing that I made m7 statement about 

there being no distur bance and three minutes later 
the King abdicated. 

0 : (Laughs) Yes I was just on the way out of the office ' 
When Lochhead showed me the flash . 

B.M.Jr: Yes and there has been no disturbance. 

G: There hasn't been anything in the market? 

R . LI. J r: No . 

o: Good . 
' 

a . Y.Jr: 

G: 

H.U.Jr: 

G: 

B. M.Jr: 

G: 

R.M.Jr: 

Q: 

B.K.Jr: 

You might say to the boys, "Well the Secretary's 
a pretty good prophet" . 

Uh-huh, yes . Yes, I'll watch it for a few minutes 
and then I'll mention it to them. 

What? 

I s ay I•ll watch it for a few minutes more and then 
I'll mention it to them. 

Yes, I'd wait another 15 minutes and then Itd say 
something to them. 

Yes . 
Also I very seldom - it's one of the few times I've 
ever made - practicall y the only time I've ever made 
a propbes~y since I ' ve been here. 

Yes, it's come closer to being a prophesey than most 
anything you've said. 

Yes. 
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G: 

H.L!.Jr: 

G: 

R.J.I .Jr: 

G: 

B. &I.Jr: 

G: 

H.U.Jr: 

G: 

H.M. J r : 

G: 

R. u. Jr: 

G: 9 

R .M.Jr: 

0: 

.• 44 
-I- :&-

. \ 

Yes1 you said pretty det1D1tely you didn' t tb1Dk lt 
woUl.d cause &111 particular disturbance. 

And also could you mention t he 
practically not moved at all. 
be impossible it it wasn' t tor 

Ab-ba. 

What? 

Yes - yes - yes. 

Get the stutf? 

Yes, you bet I do. 

The two things, you see? 

Yes . 

t act that sterliDC hal 
A t hing l ike that would 

the t ri-partite acreeaent, 

And the fact that here five minutes befor e the Kine 
abdicates I made the statement - I said i t has al l 
been and .I pr oved I •m right . I •d wai t another 
fifteen or tweaty minutes. 

Uh-huh, I will and then 1 111 - I'll check with Archi e . 

That's right . 

Yes. 

I td wait till about 12 o•clock. If everything ia 
all r i ght by 12 I•d go out on the end or a ~b on it . 

Yes, I •ll do it . 

All right? 

Fine, yes - I ' ll do it . 
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UUI'l'ED i'1U.SS - C.cu~>ur 10, HU . 

FLASH 

LONDON -- BALDWIN ANIIOUIICES EDWARD DECIDED RI:NOUIICI TIIICIMI 

LONDOH. --PRIKE MINISTER BALDWIN INFORKED· 

COMMONS TODAY THAT KINC EDWARD VIII HAD DECIDED TO RtNOUIICt TNt 

TKHONE, 

12/ l()--EClO'IIA 

WC!ISJ6 

ADD BALDWIN LONDON 

BALDVltl QUOTED THE KINC AS FOLLOWS! 

' I HAvt DETtllNINED TO RENOUNCE THE THRONE.~ 

BALDWIN HANDED THE KINC'S NESSACE TO THE SPEAKER, WHO READ IT 

1 2/lo--tClO~OA 

WCNSl1 

ADD BALDWIN LONDON 

Tilt KIIIG lAID HIS KCIIIOII WAI RIACIIED A1Ttll LOIIC AND ANIIOus 

QIIIISIDUATI«*, 
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" 46 . . , 

l.ONDOII -- DUU OF YORK TO SUCCEED EIMJUD 

WCMSIO!IIA 

WCNSJ8 

ADD BALDW IN LONDON 

TK£ KING' S STATE"ENT Of ABD1CATION SAID IT WAS A FINAl. AND 

IRREVOCABLE DECISION, 

IT WAS ANNOUNCED THAT THE DUKt Of YORK VII.!. SUCCEED TO THE THRONE 

12/lQ-- EClO!IJA 

( 

' 
' 

• 
WCNS39 

ADD BAlAlWIN, LONDON 

•AFTER LONG AND ANXIOUS CONSIDERATION I KAYE DETERMINED TO 

RENOUNCE THE THRONE TO VHICH I SUCCEEDED ON THE DEATH Of MY fATHER,• 

TKE KING'S STATEMENT SAID; •AND I AM NOV COMMUNICATING MY FINAL AND 

IRREVOCABLE DECISION,• 
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ADD BALDVIN, LOIIDON 

BALDWIN MOVID THAT THE KING'S MESSAGE BE CONSIDER£~ FOITHVITH IY 

TH£ HOUSE, 

•No MOR£ GRAVE MESSAGE HAS EVER BEEN IECEIVED IY PAlLIANE~,• 

BALDWIN DECLARED, 

TH£ KINC'S MESSAGE DECLARED! 

•J WILL NOT ENTER NOV INTO MY PRIVATE FEELING BUT I WOULD BEG THAT 

IT SHOULD B£ REMEMBERED THAT THE BURDEN WHICH CONSTANTLY RESTS UPON 

TH£ SHOULDERS OF A SOVEREIGN IS SO HEAVY THAT IT CAN ONLY BE BORNE 

1N CIRCUMSTANCES DIFFERENT FR~ THOSE IN WHICK I NOV FIND MYSELF,• 

TH£ KINC ADDED, 

12/ lo--ECilA 

WCNS41 

TH£ ABDICATION OF KINC EDWARD VIII WILL NOT AFFECT THE ~ORLD 

I()N£TARY SITUATION, HIC! H TREASURY OFFICIALS SA ID TODAY, 

EFFECTS OF THE CROWN RENUNCIATION VERI DISCOUNTED SOME TIME ACO, 

AND IN ANY [VENT THERE IS NOTHING IN THE SITUATION TO CAUSE WORRY 

IN THIS COUNTRY, THEY HELD. 

12/ lo--ECUOo\A . 

VCN$412 

ADD BALDWIN, LONDON 

THE KING'S STATEMENT ENDED1 

•I HAVE ExtCUTED -THAT ALL NECESSARY STEPS SHOULD BE TAKDI 

OOIEDIATELY TO SECURE THAT MY LAIFUL SUCCESSOR, MY BROT~R, HIS 

ROYA L HIGHNESS THE DUll OF YORK, SHOULD ASCEND THE THRONE, 

<SIGN~) •EDMARD R.I.• 

. ' 11/lo--ICIIOfA 
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ADD BALDW1111 LOIIDOII 

BALDWIN SUD& 

• 

48 
~ 

•WHEN I ANQ THE KIIIC SAID COODBYE ON TUESDAY NieHT AT FORT 

BELVEDERE WE BOTH FELT .WHAT VI SAID TO EACH OTHER·· THAT OUI 

FRIENDSHIP, SO FAR FROM BEINe IMPAIRED BY DISCUSSIONS OJ THE LAST. 

WEEKS, FOUND US MORE CLOSELY T~nMER TIIAN EVEJl AND THAT THE 

FR IEH DSHIP ' VOULD LAST FOR LIFt.• 

BALDWIN REFERRED TO IQNY LITTERS KI MAD IICIIVED EIPRISSII"• Ill 

SAID, UNEASINESS AT WHAT VAS APPEARING IN THE ANIRICAN PRESS. 

12/ 1o-•EC1109A 

LONDON.--ACTS OF ABDICATION INTRODUCED IN COMMONS. 

VCNS 12/1o-tU2P 
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ADD ABDICAT I ON EFFECT ON EXCHANGES 

WASHN - OFFICI ALS INDICATED THAT ENGLAND 

THE UNITED STATES AND FRANCE PARTICIPANTS 

IN THE TRI-PARTITE MONETARY AGREEMENT HAD -
CONFERRED PR IOR TO THE ABDICATION AND THAT ·-
THE RELATIVE STEADINESS OF EXCHANGES IN THE 

49 

-

FACE OF THE KING-S ACTION HAD SEEN DUE TO CO­

OPERATION BETWEEN THE THREE COUNTRIES OFFICIALS 

INFERRED 
THE STRENGTH IN THE POUND IMMEDIATELY 

FOLLOWING THE ABDICATION WAS REGARDED HERE 

AS IND ICATING DISSOLUT I ON OF UNCERTAINTIES 

OVER THE BRITISH SITUATION 

-0-

• 

1 
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IJcomJIG CABLIGIWI-SBRIAL lo 32e0 

Received on December 10, 1936 

Berne, Deceaber 10, 1936 

Federal Reserve Bank of New York 

New York 

No . 9 

We have the intention to deposit gold with you to 

the amount or approximately 300,0001 000 Swiss Francs 1n suc­

cessive consignaents the firs~or which would be started in 

the next day Are there special formalities • be observed 

Please cable if you are ready to receive this deposit fro• 

us Would it eventually suit you to place to our disposal 

with you against payaent to you of a preaiua (the rate or 

which we are ready to discuss) the whole or part of this 

gold against deposit by us for your account of an equal 

&JDount or gold with another bank of issue or the country 

complying with the agreo•ent with Korganthau If ready to 

agree with last suggestion please indicate which bank of 

issue you would foresee. 

BANQOE NATIONALE SOISSB 
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OOJ'T 01 CA!J.IOIAII 

DH. 10, 1111 

Ballque NaUODAle SUa .. 

llo. 2l 

Beru 

Tooar Jlo. t 110 epao1al ror..11u .. aM4 be obaerYa4 \o 

ab1p 8014 to ~aa tor ~ exeapt net blll or Ja4tac 

aboal4 aha. • roraign oaatral bent • • ah1pper en4 

'a4aral .ReMrn S.U: or Nn York •• oonaigDM STOP 

A8 to the turtber conteata ot rour oabl• we abell 

e:ndMYor to replr tCIIIO£t ow. 

·-
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CllJIOriiS c•=r .. 

Ba114~» Nat.1oD&le SUi ... 

aa.,.. 

llo . 12 

oar NO. 21 roar Ho. 9. ~ret fOW' laat 

8\lf:paUOG aot llllltable. Koorner, 1t fOil han 

\IZ'!Pt uecl tor clollare w •• t1-l aa•t or t.be 

UD1hcl stat .. .:>ulcl be s).ad to purohaM t~ fOil 

retlaecl sold bare aetuallr plaoecl oa board at .... hip 

M1l1as tor ... York , pa~m t o be •4• apoa re­

oeipt or oable r~ JOU to tbat .rreet , • abaU 

be Sled to cl1MU .. tvtbar cletalla Pel prioe if fOil 

are 1atereate4. 

: 
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UNI'IID STATEs TREASURY DEPARTMENT 

-­T-IIY ATT_. 

Ur, Archie Lochhead, 
'l'acbnical Aaailltant t o 
Secretary ot the Tree.aiUT, 

tiUbiDgton, D. C. 

Dear lotr . Lochhead, 

SK.UIGHAI, CHINA 

Cont14allt1al 

There 1a enclOM4 t ar De~nt•e intanoatton e contidaDtial 
I:OIIl:IO, with enclosure• , addra ... 4 to • by the Cantrel. Balik ot Cllilla, u ­
plainiag their reasona tar wtehiag to .. 11 ailver in LoJ>don thrOueh an 

intermediary. 

IV1 th ldnd personal reearda , I em 

Sincerely, 
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lliloe.ber 10, liN, 

Jl!wor•llfw k *• •· 1, 119bo1fop 

Ow1Ag to tbe noeat rise ot allnr 1D LoDClOD 4• to 

apeculatln bear covering coupled with h41aD b1z11q, w wre 

adYieed by Ambaaaador See ot the suggestion ot the u.s. !reaaar,r 

to take advantage of this rise to sell in London, With a Yiew 

to demonstrati ng cooperation on our aide, we ba•• stteoted 

sales t hrough tbe Chaae Bank, London, aggregating 2,000,000 

ounesa of silver at about the pr~ce of 21,1/4, details ot wblob 

you will find a.ong the copies of telegra.. enclosed, 

Prom a perusal ot the enclosed copies ot exchange ot 

communications between ourselves and Washington you will note 

that all along we have been trying to pursue e poliOJ not only 

t o be in line with that ot your OonrDJMnt, but to avoid doinc 

anytbi.ng which will, in tbe least, contllct the 1Dtereata ot 

tba u.s. Trees~. At the aa.e tt.t we .uet try to protect our 

own interests to a certain extent, Whilat having tbil view in 

mind, .•e thought the beat wq to ettect aalea ot appreclabla 

1111ounta 1D London to the 1111tual but 1Dteruta ot tbe u.s, 

Tl-eaaury and oureelvea 11 to obta1D the cooperation ot the BoiiPOIII 

n 1a 
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• • • 
ot olD' den oa Uato n1J~ lt Jft die• a.euellle. 

ao fu DO •aoU.att._. llew •• etute4 u ,.. .US 
aee troa OlD' letter to Jllo. E'QDI ~h4 8tb J)eoe.ller ateU .. 

tb&t we are solDS over tbe total ·•tooke at ~e dllpoaal ot ~ 

Goveri'DUDt bo~ lD Cbllla aDd 111 BoDgkODI before u)'tblDI 1a •• 

be dO De. We lball, b011ever, k"P you 1Dfor•d of UIJ' f'llll'~ 

develo~Dto 

~ explaDat1on you .. T require I eball be •oat 

del1gbted to s1ve. 
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c &NTRAL eANK OP' CHINA 
•Mo:'NGHAI 

IIIII P• 8e ~. 
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1 n !depat ••• Itt• et ............ '"••4. •. l!H. 
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.. efenl .. ,_ eu:a..,_ • I wtelt te ,.tat •• *" 
l8 ...... .uteftaoo llo .... a .. NUl .. till I - Que lea'• 

u4 tbl'ftllla .._ .. 8IU la tllat tile t-• ft7 wt.U .n 
pt'O~blJ ··- ... plot .......... IODefti OOMeJ'D lJI tile 

•rllllt U W .. o•le Mlll .. liJ Clll'ao• ...... tba latt .. ~ 

bf aolllac u.o.p tile leapoaa .._ wtll-. .. .._ .. ._., ••• 

••111111 ol ...... • U'IOI' otoae u4 will draw DO partllhiW 

attoauoa. Qt oowao, obouJ4 w do •117 aolllag t!lro .... le·J112 1 

B&M, w U.ll alwJ• liMp ,...._, lllr--4 of tlla partlftlarle 

lbllo approoloUas 'l'I'••OWT'• oUltaM la eqpou.,- •llhl 

1a Lo .... , I fHl tbat lD 00 .. !Jis we 4o DOt wlelt to 

-oo•••llr 4llltwtt t1aa ..... ,. 1 twtlJ •• w wt.u. .. 

!'rea...,. lD liMP'- tbll ...,., otoo4!r old s-ooftllt lt r... ~ 
tluo\•U .. oltller ~· 1 • ••• ._ !'l'ouwr .... ., 

pol at.• 
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CENTRAL IIANK 01' CHINA 

SH UIOIIAI 

IIM•'IIer I, ltle, 

Bl• boe11Mio7 Dr. I, L aaq, 
P!ISD'l', 

YOW' lb:eolleDOJ'I 

With the approva l or J' GO"t'Ol'MI' ... 

••• th1• 
Chen a oablearaa wae ~eapatobed~~o~~!!~~~ 

mornlna •• per the enoloaed eop7 ot t n advh1Ja& 

h.lm of' tbe eale ot or au v .. b7 ta.. ChaM 

our order ot 2 1111UOD 
Bank, on our behalf, t 

ounce a, 

doe s not 

through 

We eond 7ou a tranecrlpt ot 

.. tbe 

am 1n41catea tha t the Trea•ui'J' 

1trer enee between tbe eol l1nc bJ ua 

J41~n, and t hat through lonclconc II.U, 

eaaar,. tor Your BxcelleftOJ' t o give 

on thh que at1on, and ror thla purpoao, we be& 

draft t elograa t or de spat oh attar Your 

approYal. 

(Upsl) •• a. z.-b 
'· •• lal. 

Regraded Uclassified



CoN £Si8lJIJCIION t:W Tm "GUM 
_., IY 

THE CENTRAL BANK 01" CHINA 

u • .a HlOJMMsx ••••noii•nc Dtlsatlr It llllo 

b¥: JII:II!'D c.u u.-: _ c.4H s.· IGI -
" e s 

AI II ftB POII.O!IIO DR• 

P.o!!)er s. (l!H), - lo. a& (11M). 

•or J01U" 1DtoJ'Wiat1on ••-•hod wt.o 

tr0111 Cbaoo lat1onal Benk, Loadon, that 1110.000 

CIIUICOO OOld IDd Doo .. bol' dOl1fti"J' two -tba 

at 11.15/ 16, tblao oa.plotiq _. •dol'. 

(II. L JEiul&) 

(IS,ped) J'BL, .JliD • ftl 

Regraded Uclassified



CABLBO!WI PROII lJIB&aiiAl>OR SZB, WAIHDOTOI, D.C., '0'1& 

(Rerarrina to oura lo.252 1n relation 
to tha eubjact ot SitVJIR S.ltB I.T 
LO!IDOI). 

December 4 (19S6) -- J o. 29S. 

Referring to your cablegram 252, Treasury expert aa1d 

~eaaury has no objacticn to China ' s selling, but would l ika 

to be informed whenever e ala made ot a~~~ount, pries, etc. 

ireaeury ia not able to understand why Chess. cannot do 

oftectively ae Bongkons & Shanghai Banking Corporation. 

(Sze) • .•• .•.••.. ... end. 

Copies (i n quadruplicate) aent to lleaara. T. 11. Hai and P. B. 
Lynch tor at t enti on (Saturday afternoon, lovember s, 19S6, 
B.E. at Shangnai~ 

Regraded Uclassified



CENl"AL BANK M CHINA 
eHNIIItW 

His Wxce1leDCY Dr. K. •• Y ... , 
PRES'!II'l'. 

»eceaber S, 19S6. 

• 

Your Exeeltencyl 
We beg to enclo~e original cooy of con!i~atloo · 

~esoatched to Ambaesa~or S~e yesterday on the or tM wire 
que s tion of •ilver . 

We t.ave t oday received a cablegr!lm from the 
Cha e Nat i onal Bank, London, a copy ot whic ia enclosed here witb0 

a1·.1si nq t hat the balance of 150, 000 ounce f silver was aold 
at 21 . ~/1& tor deli very t wo months tor•ard hua completing ~ 
order of 2 e il1ion ounces. 

Nov. 1? 
Nov . 21 
Doc . :5 

Order 

2 

2,000,000 

~is indicates th in Lon~on mus t be very narrow. 
Shoul1 our o ~er e~ t o be ri~en without a li~it o~ th~ nr i e ight ted much earlier, but 1t would eeem 
that tb arket would e been clenreesed t.o our c.' iaa .. vantllge. 
In " i e n1 which Your EJtccllenc~ recentlY despatcheCI to 
A::ibeca 1n a conr ect1on, we beg tolr~eccrunend that no 
!\lrthe i n ncl.on be ta'l<en until 'l reply is rece1 ved fr(llfl 

Wash lng 
Todsy ' a Lon~on pri ce both ~pot and forward 11 

21. 5/16, which based on the nrevoi11ng London/Me• Ynrk cross rata 
of 490. :5/4 gives a pari ty in New yor k of 4? ,1/16, .Oereaa the 
New York ori ce today ie 1/2 cent up a t 4&.1/2, which is about 
5/16 be:t,ow that of London, • &bowing a verJ amall difference 
bbtween tbe Jew York and London pr1c••• 

At the request of a.baaaador s~e, we aboul4 
him 1nfol'lllad about our· allver t ranaac~.\•.,l.oodon, &Dd tor 
th1a purpoaea, a draft teleara• 1a eM'I,....Mewlth t or YOU 
E~callenoJ'• approYale 

,MJMt .. ~ L70Ch 
. ...-. ............ B.ele . 

Regraded Uclassified
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,_ CENTRAL IIANIC OF CHINA .., ..... ~~~~ 

Ustd _ JIIJIJI+--C~_I'II'8:W!111!lliii!IIIDIIIL. _ __ _jn..r>.141, _ I'IM_.? .. r..J•t..~'-ls._-

c.•• 

t 

CodH 81: -

T , , 

M I! ,.. POJ.J.O!JJO 1'!l't• 

P••••M• I. lW.- It, IP Cp •), 

9 •• 
Jll'l• .... •• ~ parl'7e ......... ~ .,... 

.... .., ., tdBG .. ls •••• r" ' • I '· 

7 

.. '" .. ,_ ~ _. ..... • aT ... IIIIIPr • 

l.tnaUs17 will la ~ Wll7 ...tu.t dt?a Jd ale• 
• 

Jelle7• II ' oat ...S ... ~ • • ~ -s-. 
I 

(ltp u ( ...... ,, 

• teZP. •· a. II , 
10 ...... '· .. Tal. 

I 
I \ 

' 
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TELEGRAMICAa •GRAM .... .,., 
THE CENTRAL BANK OF CHINA • 

--··········"'''""'"''' _______ ., ____ ,_Nj ., - ·-·-"'"""'' .. -··-···· .. --
----- ···-......... ------·--.. ·---... llHonW ~. _____ .. ___ p., ............ --

"' 2 7 

UO.OIO ,._ -- ~ 811,_. ~ 8---
a.W'M a , , • ._ a'x 

• 

.-, .. 1 , (» I 
I .. .... . A 

,. ,. •'0<1 ~·11'1 

~ - !' ......... 
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Draft tal•sr•~ to Aabaeea4or •••• 

WASBI'RGTOI 

Por your !.Jltol'lll&t1on warece1v.,d wire from Chall 

Nat1ou.l ~· London, that 150,000 ouncn aold 2JI4 

December delivery two montha a t 21.~16, thua coaplat1D& 

our order . 
ll. ll. Itung. 

Regraded Uclassified



• DMellber a, ltae. 

J ( 
11• ~seen .. ,. •· L .._ ..... 
l!!ll!'r• I 

il I 
tour l:~tcelleDO'fl I 

W• ~•s to enclose trantlation of a 

eable l!rnlll rron~ Amba11ador Sse, wl:d.oh w erecel••d late 

yester~ny afternoon reaard1ng e1l•er. 

Altboup we apprec1ah tbl 

or secretory 

the prl c e there 11 

Ambaaaador 8:• hal 

We theref ore, propose 

s~e as per OOP'f att . .,"i;~~ 
Your Excellency' a 

Vp tbe ~eaelll'y1 a acquleaeeaee 

procHd tot an up t h11 queeti on witb 

•1•• to reaching a wor~ arrans .. ea'· 
Yours reepeoth.lly, 

(lllped) 
P. B. ~h 
'f ... w. 

n•auu 
~ .s '!Ail 

.......... Jilt 
,,. ........ " ... d .......... 

Regraded Uclassified



lJIWvd teltll"•• Waah./lo. 110. 
feat1 IOYWbtr 30/Beod. peo.11U 

C.t.BLBORAII J'RCII &JIB&ISADOB SZI, WA8BIJGTOI, D.O., V.I.&. 

(Retel'l'illl to OURS, 10 2,9, aDd adYiaiJia 
ot hia OOD1'.,aation With treaauJ7 
upert re SILVBR SALK AT LOIIDOII IW!IBT) 

--------------------------
lo1'ember ~o (19~6) -- Wo, 299/ 

Your 249 , Treasury expert said normal sitver etooka 

B~ba~ t our to five mi lli on ouneee with mo1'e .. nt upeountry 

about hundred bar per da~, but present Beba~ etoelc waa about 

twent~ million with much smaller daily move11111nt, eo recent 

riae eilver price in London waa due to speculation. 

Treaaur:r wished maintain silver on ateady level and 1 1111 

r ise i n price 1t j vst1fied, However,reeent riee wae 

speculative and Treaaur~ saw no ob jection to China'• 

t aking advantage ot better which-.. wae good busineaa, 

He would auggeat selling whenever London quotation should 

not agree to higber than obtainable in America, 

(Ste) •• • • . • • •• • ••• end. 

Copies ( in quadrvplicate) or this meeeage sent to Mr. '·•· 
Hal and Mr. P.B. Lynch tor their attention and aul:o!oiuion 
('tuesday, Deceaber 1, 1~6) ot the ori ginal copy to the 
perueal ot B,l, the 1Un1ster, who 1a at Shangba.i. 

Regraded Uclassified



... ., ...... 

TOlD' tor no "ooln4. QPI'MleM ,......,,, 

auccnttoa ov .. ubi 'rr«oa -. .. - prloe IIIMNt In 

York )lel'l t)'. ...... 1', oal7 otteotl .. -., ot • do'-1 
eo h thl'oap lloqlroac lak, loa&lroal• llo 7G11 tlalalr 

our ua1111 lo!~Ckoac leak u latoi'II04lU'J' will lll •117 •7 · 

oontl1ct with Aaerloon poll07• 8oUD4 out aJI4 • o'blo •• 

your •1•• 

•••• lull· 

o 3V t 1 !'l3R 

Regraded Uclassified



au sxoeUeDOJ Dr. •· B. Kim&. 
! RBSBI'f· 

• 

l owe.ber 26 , 19~. 

W1tb r eference to oar l e 

of Your Bxcellenet ' a epprov 

n c ablegram to Ambaa~ado 

confirmation of wblch 

to be done 

aterda} 

1g1n&l copy of 

(S1gnecS) p ,, 8 . LJnCh 
1' •• llaio 

tJYIUJI 

m.-: •• '~MAl" 
•·' ......... ---·-..-

• 

Regraded Uclassified



··~ 
SIL'IER SALI AT LOWDOI wpr, OUftARD 'RmOJWII WaaJa./leo ... 

Senti IOYnber as. l!H I ··-· 

OOIPIR!ATIOI 

CABUGRAM DBSPATCBEP 1'0 AWB"S+OOR SZB, '1,\SHnGTOJ, D
1
C. 

(llO. 249) 

AS OP TU FOLLOWING ORIGili.U. TBXTI , 

•• siNOEIIBSSY lfASBINGTOllDC 

•Baker -- l ovember 25 (1956) -- lo, 249. 

8 Chase Bank London advised Saturday having sold for our 

account 850,000 ounces fine silver 21.~4 deltve~ t wo montba, 

being part ofremain1ng 1, 000,000 ounces order outstanding 

(STOP) Yt eeema London market quite narrow -- OUr placing 

further ord~rs likely depress market (STOP) Should .,. we 

wish to sell appreciable amount in London beat way ie through 

intermediary without disclosing our identity instead ot our 

ettecting aalea through our aganta London-- My continued 

desire ia to evidence my appreci ation and to~iprocate 

the cooperation ot the ~erican Government and therefore whh 
• 

to know Treaeury' s J•eal · attitude (STOP) Shall appreciate it 

you Wi sh eound out quietly' 
( B. B. !tung) •• 

Draft aubaitted tor appronl ot B ••• the 111n1ater tor ita 
despatchiq by •eaare. P. B. Lynch aJI4 'f. • · Bat. 

Oopiea (in quadruplicate) ot ~I~-~O~liRlATIOW preaente4 f«P 
reterence/attentlon ot part~llllbbll.._4 through llr. •.•.1

111
.tualltld) 

klDdneaa. (Wedneed~, IOYe~er 8&, 19S6, •·•· at • 

11' V'Uiflfl J'll""T 

• • I 

Regraded Uclassified



CENTRAL BANK Of' CHINA ... - .. 
• ' • 

-~-.HI% ------
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··-

We •~&bait. the r·91"1B'~o· tor Your llcar'• 
cona1derat.1ng J18d'"8 a o t1on of the .a.er1-

att1tude. 

enn•n 
... ,'!~ 
·--·"-::' ·· ·~ .... ,.,. ... -

Regraded Uclassified
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n::.:::roc=u=='=•:...:u=·='~--- s.M.M ...... a, ~----'l&tll!-c..­

·------------------·Du., •• 4.MM 6r•-------------
Bmr•M 6r ___ p_. 

,., 1 .... 

Prt-t • a4 c oef'14eathl .. 14 tor JO'II' 

_.._t ~ eao,ooo -·• 'taa ettftr n.J/t · 

.. lhreJ-7. -u... 

0 1VI3 l ll 

-; : ..! YtH 
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THE CENTRAL BANK 01" CHINA oat/• 

Used Sli!Oit.Jil I JJIIt*B1D11PBPIII11L _ ___ .JJDIII, A ' 

-·-
CHH By: ?1P Clt«ltH 6y:_ 

' ? 2 

.Y D !JI M JAt!T!! m!t 

., z • 18. ,,..,, - •·•. tz•m 
,.. ~ t.atar-u• OJa• ... tl , ~. 

L r·• 8DK tar •~r •• •'-. •""• f6 

.u,.. m..l/41& ... --- ... ,....., ftll. 

una• 'U!:r •• .rr.tal. 

·························' 

Regraded Uclassified



CONtrtiiMATION'OP' TEl 'ICIRAM 

~-
~E CENTRAL BANK OF' CHINA 

... ,... Til 7 7 

..,_ Ne. sa ·• 

Ustd _ aD ...... tu: .JMIIJWIW DOlt .. .JOt M •• .. ... - ... 

by . .n.llf!'8_Codt Uml: _______ Codtd s ,: ___ p ____ .CM,ttd 111:._ "tiW ·-·-

Colo ... 
T I 2 
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THE CENTRAL IU..NK Of' CHINA 

.. .,.. .... 

na llaoeJlrrsJ DIP. 11. a. n ... 
'RIP! 

.. 2M .. , Fa 

U.bQo~ *lab- &a nwS\W to .. •-• 

DopQ\7 ou-• ... n.a u. elba• • tns•W 1M\ 

Dl~t two .-bla"6a--·· - to b' 1 hi' a • ..,. -. 

otbn> to lire 111all-• VS• •• •"•' ot Ule Que 

loti-] a.lt of ... -r.tr. I I 'm• M ~ at'e• PI •-"'-• 

.. loft ....,. ....... , •••• ~ 

1uU.•etlol',. ... 

, •• a w.• ... , 

C3~1313R 

.. . . 
~ 

1 II!'" '' 
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CONI'IRMATIOH Ofl' TKLECIRAM 
-" .. 

THE CENTRAL BANK OF CHINA 

0 •• , ' 7 ,, 

•• JIM' ee iffl I 

, .. , ___ ......, 

by: .1.W. ... Codt Ultd: ___ ,_ ... C~td By:......_ .. _ ...... Ciu~lttd b1:----·-

c.w.. Te 7 7 

Ia la 'n a& 1• WWit.l'--• et we1 en,_-
--~ -~~-··- ·= - ......... ,. .. ... 

• ,.,... t p ., . .... , 
I t. ~ I ' 

. ' 
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TELEGRAM/CABLEGMAM 
UCIUV&D IIY 

THE CF.NTRAL BANK OF CHINA 
No. 

'!he Chllll..!_lla.U9.Mi Julk.~. --- Deltel l!!lti4JJoy, .UA, ,,lWI, 

, ••• w., .. 

---- &HiHtl .. lfoT.l.lltll,liM-' -
O.Cdtd ., ____ _ 

IUcortl«l br --------p.,, 

1111 tollowiJis 1a atrioU7 pri~t• aDd oollt14eat1al 

noeat r1ae ul:nr eUribuht to Boo"ftlt n-elao­

Uoa oeuellls In41aa Cll1Mee u4 t• aoatiD.eatal .u. 
apeoulaUw bu71Ds aD1 with atooka rt •11• r low 

aharp ri" reaalte4 eapeo1all7 u lu' .. bean poai­

Uoa 1D. parUoulu quetlra ha4 to be oowret ~ 

atop eat!Mw YOl- w.:r,- be'-- t ou u4 a,ooo,ooo 
ouaoea par da7 eo ara t o~ be ocma14erat aanow 

atop ~ teadeaq at pnaeut •7 go baok betwea 

l/8 (10 peaoe) ad l/9 (11 paaoe l bat reuwal ape au­

latin 4eu.ll4 would .,.1D. oeD.M 8barp atwa .. 

Wa.Ueoe 

...... I n ' t •• . .. 
' •••• 1 .... Jt1 '"·'!"·'' 

.• 4.·. ~ ............. -...-..... 
Regraded Uclassified



OABLRQJWI ftOK AJIBA884DOB tp. WABBIIHOJ, D,C, 

Aeooum apeoulator aa4 1114laa tN7lag, atlwr an 

up laat tnt 4•1•• to-day Loadoa quotaUon bot:b apot u4 

tOII'W&l'd 81-'7/1 oq'll&la .a oo•••• 

laat con~••••4 wltb !?oaaurr oxp•~' c loao •• 

SOCI'Otll1'1o export add that t:ba7 OODUDW to haft 80 

ob jaoUM to OUl' aalllDC at p .. nUlas pno .. , addlq 

t01l .. 1 uo allnr al!'oad1 hero or .. u torW&l'd u4 ablp 

tro:: ShaD pal to Load.eae ,,_ uo keep • lDtor.ecl u 

to pr1oo aad qUDUt:r 1t aa4-.. 70' aoU • ... 

-""~ · ' ,. . 

Regraded Uclassified



.... -·-···· 
1'011 "'''9, a• *G DIIPAPDI. 
lJ141r, pegmbv 11. 1p1. 
12-10-36-

. ...... 
hell ~ern .. 
lo. 9-9 

!be Seor1tar.;' ot tho !reiUUJ'Y UDOIIIICo<\ ~· that 110re the 900,000 

invoetora t brouchout t he COWitey han purchase~ to date IWProxl• telT t890,0001000, 

maturity value , o! Un1tet\ StAtee Sarln«• Bonda. 

The .ale ot SaYings Bonde becu on IID.rch 1 , 193&; &d u • • ., ... or­

thM $1,000, 000, rAturit.;or value, ot theae bonds hAve b-b~t oach buelne11 4llr 

elnce that Cato. 

Salea for tho first ton days of the present oont h 1nd1c,.te that DecWiber 

vill ahov total aalos aubsto.nti!llly exooedlng t~ aver~.~ge . 'ftloae inoreaeed 

Decenber ao.lee are attribut ed in part to tho purchase of Savings Bonde bT 

recipients of dlvldonde, lle&e increases and bonuaea. !be T'r811Ul'Y' Departl!lent 11 

also rece1v1~ ordera for United StAtes Sevinge Bonde to be distribut ed to l11tl 

of 810p1oyeea ae Chriatnaa bonuses. Sevinga Bonds are alao beln& p.~rchaaod tor 

Chrietcae ~i!ta to an inerenaed extent. 

The pomhsible IO&Ximun of United Stt'.toa Savings Bond& 'llhlch ...;• be 

register ed in the n~~ne of any one o·.mer in &It" cftlendar "JflV 1a $10 , 000, M turi t,y 

v!lluo. Tho postcaater e report thAt lJIIlY pr esent o=ers tue p.lrChaalllg at\41t*-l 

bonda to bring their total purclu>see for this yet~r to thh MXiJ:NII, Also aallF 

'abo are not owners of SaYi~a Bonde BJ'O bu:ring t his legal I;AZiiiWi! pr ior to Dec.-Jber 

31st, ln order that t hey mq hove, by purchasing on or after JaDI»Z7 1, 193'7, til. 

118Xicum pemltted to be reght ered in the ~ ot aD¥ one owner trw the "JI&rl 

\936 and 193'7. 

Appr oxil:latalT 54,000 1nd1v14ual purchase• ot thaee bond& b.aH b.- Dll4a 

on the a -.rage each aonth. .U ~ DIIIIF ot theea are repeat orden tJ'OII 1-\ora 

who arc UlldartaldJic qat -tlo uri ace tllrouab tho re&Dlar pa rh" Jlla, ~ 

a bond each ••*• aach month, or •• o\har rapl&r lnt.ftle, non '119. -.oao -
PD'Obalare b&Y1 bee~! r-rW tor IMh 30 ...,._ 
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Sn'fiJICI Joll4a aq be purohaae4 lD \1M ~~Mea of tao - 'IRat aot I"Dra \ha 

t1to - in41T1c!uala , alld tb11 -.reblp h prOYiD& popular, aotall~ hi tile o­

of huaban4a '""\ wh'ea. IIIII are ~II& in a IOIWIIbat larpr ratio tbaD -. 

Truat account. and otller f14uclarlea are recular ~en. JaDJta ban parcball4 to 

d•to 1\pproxiDatelT 6 percent of the total. 

Savin;;a Bonde are ao14 on a 4iaoount bMh ADd 1noroaae, 1t not rodef"o4 

for 10 years, to a Ol!.ah Yaluo 33-1/3 percent IJ'e&ter t1w1 their purchalo prlae. 

'ftley are sold in Daturi t.7 deiiOI'linations of *<!5, $50, $100, $500, and $1 , 000. 

J f theta, the $25 unlt - preaent price $18. ?5 - ia now allo>fltl.T the DOlt popular, 

..:counting for approxi,...tely 27.6 percent of wu. 'ftle $100 unit - preaent 

price $?5.00 -- 1a aecon<\ with 26.5 percent of allloa. 'l'ho $50. unit followe with 

19.47 percent. 'lhe $1,000 unit 1a accro4ited with 16.4 percent. 

The netropoliton C1tiea Of 100,000 pOpull\tiOn azd OYOr account for 46.71 

percent of the aalea. Rural cODJUDl t i .. , towna, Mt\ Yill"Ce• ot 10,000 1114 laao 

ropulation account for 29. ?5 per cent , whllo tho loooor ci Ueo -.ow 23.54 percent. 

'l'he State of IUlnoh haa been alnoot conotant~ the loll41D& atato, both 

in anount of alll.ea and n111:1ber of bonds bou$t. .ltt110hed 1a " t..bulation of ealea 

of Uni t ed States Savin&• Bonde bJ atntea arran :od in tho order of tho &nOWito oo14 

tlurl114 t~o nonth of Cctober. 
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Tlle Secretary had Kr. Bell, Yr. Upham, Kr. Haae, 
ur. Ts,ylor and Kr. O.eton 1.n hie office t.oda;r t.o dlecuu 
the memorandua troa Eccles, dated December 10. Cop7 
is attached hereto. 

The secretary said, 1 The position I nave taken with 
Eccles is that. he should meet. with bis Board and that he 
enould come to a definite decision sod tell me wnetner 
t hey want. to do it. or whether they do not.. I told him 
to let it go over until Uonday and give me his answer then.• 

"The page marked 'A'," the Secretary said, 1 is what 
Eccles is ready t.o do. Tlle first. halt ot Ecclss' memo­
randum 1n connection with the proposal with reference t.o 
this sterilization of bank reserves gi ves all the reasons 
why be snould not. do it. now -- not whetber it should be 
done. I told Eccles when I saw h.im yesterday tnat any­
thing we did would be on a 24-hour basis, and how did we 
know wbetner it was going to work? I also told b1m that 
his memorandum did not. sound like Ooldenweiaer and hie 
reply was tnnt he bad written the memorandum. I don't 
t hink Eccles wrote it. at. all. Someone must have gotten 
hold ot him after he left here on Tuesday. 

1 I certainly t nink that page 'A' is a very impertinent 
statement. I don't know whether I should let h1m leave 
t his statement with me. out. ot triendabip for h1m, I 
don 't think I ought to let him. It it. stays, it becomes 
a part ot the Treasury recorda.• 

Upham's r emark was, 1 I think he woul~ Just as aoon 
otand by that statement..• 

ContinUing, the Secretary aa1d 1 
1 I am going to 

answer this. Someone must. have gotten hold ot him after 
he lett here because he said, when he wae here, that. he 
thougllt our plan wae all right. 'l'be thing Eccles keeps 
saying is t.nat if we ever come to a po1.nt. where the Treas­
ury and t he Federal Reserve cannot &gree, then he will 
resign. Hie tnreaten1ng 18 perteot.ly r1d1culoue. 

1 I have t.hU responsibility and I want. to call to­
gether the various people who make UP the Banksng Committee 
and t.allt t.o thea about. banking legialat.~on. l will call 
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Ecclee and tell hill that I wlll oall euoh a aeet1JI& 011 
uonday . I w1ll not 4o tAle t11111& eeoret]J'. I oan 1 t. 
work that way. I told Eoolee that tile extenelon of 
the Stabili&at1on Pund ie eoaet.hing between the Preei­
dent and ~eelt . I know that Eoolee ie aaktng eeoret 
arrangement• all over the lot. I J ua t can 1 t work t.hat 
way. 

1 Ecclea told me that ha could not talk about Ale · 
legislation before Jeeee Jonae. trank]J', I don't truet 
Eccles ' metnoda and how do I know that he ie not uk'ns 
eecret arranseaenta with Jaeee Jonee? I t111nk I ehould 
cnll thia meeting of the Banklns Committee sod &leo a 
meeting of the Lending Agenciee. • 

At thl.e polnt, the Secretary put 1n a call tor 
~. Eccles and t~e following ie record or their conver­
sation: 
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tt .IJ. Jr: 

Oper a tor: 

R.M.Jr: 

Oper ator : 

t! . !I . Jr: 

Eccles: 

B. '(.Jr: 

E: 

B. ll. Jr: 

E: 

H.M.Jr: 

E: 

H.M.Jr: 

E: 

H.M.Jr: 

E: 

R.M.Jr: 

E: 

Eccles, please. 

All rignt. 

Hello. 

Decaber ll, 1936 
9:47 ..... 

Chairman Eccles. 

Hello. 

Go ahead. 

Bello . 

Good morning, Marriner. 

Good morning . 

How are you? 

I'm pretty good. 

You at your office? 

No, I'm not. 
Oh. Ah - llarriner, we ' ve been talking tnings over 
here . We're getting ready f or the President's 
EDessage, one thing or another. And I thought that 
llonday I'd call together the - those who have to do 
with banking, see, and have one of our =eet1ngs on -
the needs of the various groups. As chairaan of 
that. committee, I thought I ' d call thea together 
and then ask everybody what they have in aind in 
regard to legi slation. 

You !Dean the legislati on just with reference to 
the budget? 
Oil no, no no no no. Anytning that anybody had 
in IDind in regard to banking legislation. 

On yes. Well - you remember when we discussed 
tne - tne matter about - I tnink 1t was about tnree 

weeks ago. 

Yea 
.llld WqM Uld Opbaa and Ranaoa and I was soilll to 1e\ 
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together and -

Yes 
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Well now, I'm just wondering if -

That's Just why I'm oallin& you - on account of that 
discussion that you all had several weeks ago. 

Well , what would you - what would you do with -
with O' Connor - Jeffty? 

Well, he ' s a presidential appointee affirmed by 
the Congress of the United Stat es, Comptroller of 
the Currency . It isn' t up to me to do anything with 
him. 
Well, would you - would you ask them to - to r eport 
on banking legislation? 

Surely . Why not? How come - how - lxlW can I eliaina te 
him? As a matter of fact , since you - you f ellows 
said you' d get together, I .checked with Taylor and 
with Upham and - and they've heard nothing. 

Well, I talked to - I talked t o Wayne the other day 
about it, and I've Just - I've simply been Just 
covered up, I ' ve simply -

Well , I - I reel this way, Marriner. I just didn
1 
t 

want to have you s ay - well, I - I feel this way: as 
chairman of that committee I have to knoW what's 
going on. I don't know what's going on with Jlr, 
Jones or with llr. 0 10onnor or with Mr. Crowley 
or ~ith you, and I think - I think we're all 
appointees of the Pr esident and I think we ousht 
to put our cards on the table. 

Oh wel l, I haven't - I - I'll not doing a thin& 
that I won't di scuss with Wayne - I - and Upham -
my only point was that to merely go there and die­
cuss the question of legislation - I haven't aQJ 
legislation unleas the - except it involved the -
the questi on of - or taking o•eonnor out or the 
picture. low, I can't say tbat. 

Well, I can't - I can't - I can't disregard 0
1

CoDDDr 
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or Crowl«r or aqrbodJ else. I aean I'• sure wben 
the President gets back he's goin& to ask ae two 
questions, aaonsst others. One lat Wbat ballkln& 
legislation is pendin&? And, What's peDdlnl on 
tl)e lending agencies? And I want to tlnd out and 
I can't - !rankly, I can't move secretly. 

Well, I - I talked to the President about banking 
legislation and he said to me that he would ask 
you to get 1n touch• witb me end- and to disauas 
the question of legislation. Bow, be said at the 
time - the matter that I discussed elth bla was 
the possibility of a consolidation, see? And he 
said at the time, •or course, that e111 involve 
the - the question or Jerrty." 

When did - when was this conversation? 

Well, I - I reported it to you the first time tnat 
you got back from Georgia. 

Oh yes, but I didn't know - you didn't say anrthing 
about talking about Jeftty. 

What is it? 
You didn't say a~thing about Jeffty 0 1 Connor to me. 

We11, I simply seid - asked you 1t you'd got a 
memorandum from him and you said you badn' t but it 
was likely to come through in a day or two . 

Well, I got one now. It caae through. 

Yes, but in the course or the conversation, in - 1D 
discussing the question of banking legislation, I 
simply told - I said to him that the only legislation 
that I was primarily interested 1n was - was 1n 
consolidation, and the question, of course, or the 
Comptroller's office oame up. And be said that 

1
1 

what it would involve. 

We11, did the President indicate how h~ felt ¥bout 
it? 
We11, be indicated to me tnat - ~ tbouaht waa tbat 
he was favorable to it. 
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To what? 

To the question or coneolidLting some or theee 

activitiee . 

Yes, but did be say bow to consolidat e them? 

No, no, he didn't . 

. -

Well, of course, he's been in f avor of consolidati on, 

but he didn't indicate where he wanted to consolidate . 

Well , all - a l l I can say i s t~t I - I Just haven•t 

any legislation then. I mean I - I'm not going 

over and discuss the - the ~uestion of - that 

involves other departments there. I mean I Just 

can't -

Yes, but I'm also not going to be the Secretar1 

or the Treasury; as the president - chairman of 

this committee, I ' m not going to be put into the 

position of being through silence a part of some 

kind of a program, which I don't even know about 

and nobody in tbe Treasury knows anything about . 

I don't work that way . 

What's the -well, of course, there won't be an7 

program. The only point is it's a question of di s­

cussing it - discussing it with tbe - with the whole 

group. Now, my - I - I don't have a -

Take Jesse Jones for example. Be owns preferred 

stock in over five thousand banks . I don' t even 

know what you•ve got in your mind myself , ond 

neither does - neither does Taylor nor Upham. 

You say you talked about it three weeks ago. 

No, I simply talked about the question of coneoli­

dation. There was no - there was no detail, there 

was no plan at all. Now, so far as a - at. -

propoeed legislation i~ concerned, I would want to 

write - get the thing down on paper and discuu it 

with Opha• and Taylor and then see if we could work 

up something tbst we could. present to you . There 

was no thought of discussing with anybody alae until 

that was done. Now, the only point I'm makinc here 

is tbs t I cu 1 t - I don • t wut to co•e o•er there 

llonda7 aDd - aD4 - and - and discus• leghlat1on. I 

Regraded Uclassified



H.M.Jr: 

E: 

!i. M.Jr: 

E: 

H. M.Jr: 

E: 

H . t~.Jr: 

E: 

H. loi.Jr: 

E: 

B.loi.Jr: 

E: 

- ' -
want to discuss it with you, but I don't want to 
discuss it with the r .. t or th•· 

Well, I - I - I can't do business that w&J. 

Well, all right, then - that's -

And I - I'm not going to be put in the corner - I -
I - and that you discussed something with me that 
I can't discuss with- with Crowley or with Jones 
or with O'Connor . I never have worked that way; 
I never worked secretly on legislation. If I've 
got anything in mind I'm going to say so. 

Well, we discussed the question of banking legis­
lation - ah - and O' Connor wasn't there, two years 
ago. 

Wall, and what happened? 

What is it? 

And what happened? 

Well, we didn't get anywhere. But certainly you 
wouldn't get a~where now to sit down and say, 
"Here, we want to consolidate these agencies." 

Well, Marriner, the President made me chairman of 
that committee and I - I've got to cell a aeeting . 
Row, what - if you don't - if you don't want to 
say 8DJth1ng when you come over here, that - that ' a 
up to you. But I•m certainly going to ask these 
people what they ' ve got in aind in regard to bank-
ing legislation. And I expect to ·see Senator Glasa 
sometime next week and l'a sure be's going to ask ae 
what I've got in aind. And I - and - I - I csn•t sit 
back and say "Well, I don't know . Eccles basn•t told 
me and I donft know what o•Connor's got in aind. I 
haven't seen them." 

Yes 
I aean in other words what you're asking ae to do 
is to sit beck here tor another couple of weeks 
untU you write a aeaoraDd~a. 

Well, I can aiaply aa7, and I wi.ll say it on •oDilay, 
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then, tbat I haven't - we haven't aeytbing. 

Well, tbat - that's up- purel;r up to ;rou. 

Yea 

But I don't know what the other people bave in 
mind because I haven't discussed banking leciala­
tion with &nfbody, but I reel the time baa coaa -
it's the l4tb next week, it's two weeks till - two 
or tbree weeks till Congress meets, and I reel 
I've got to know what's going on. 

Well , what time is this meeting· llonday? 

Pardon me? 

I say what time do you -

Well, I'm going to call up the various people. 
I'm going to suggest - I'm going to suggest ten 
o ' clock llonday morning. 

On Monday morning? 

Yes 

Well then, I 'll - I 111 be there and I 1m just aerel;r 
stating tbat I - I - I would have - of course, 
preferred to - to have bad a chance to discuss tbe 
matter with you and - and I'm terribly disappointed 
that it's going to be a question of - ot reporting 
that there isn't - there isn't going to be any; 
but I don't know that I can do anytbing else. I - I 
just can't have any legislation without - unless I 
should say that I have - I'm not prepared to say at 
this time. 

Well, I don't know of aq:r which - here it is, 
llonday 1s tbe l4tb and I tb1nk that tbe various 
people oU&ht to be prepared. 

Well, I'• - I 1a not. 

Well - well, each person's 10t to - cot to decide 
tor biaaelt, aDd I - I - I 1ve talked it over witb 
~ own crowd and tbq tael tbat aa cbairaan or tbla 
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86 .... 
co11111i t tee I ouaht to call a aeet1ng. And then I -
in a couple ot day a I '• 1oinc to call another 
meetill& of the lend1ng committees, and ask tb• 
what ther 've got 1n ID1Dd . 

Ab - well, I -

Yes 

Or course, 1t you1 ve msde up your mind that ' 1 
what you want to do there isn't anything for me 
to -

No, but I mean it isn' t that - I - I don't - I 
don 1 t know now what you' ve got in your mind. You 
say it' s three weeks since we discussed it and I 
checked it with Wayne and Upham and they said that 
the question's never been discussed again. And you 
say it' s three weeks; I don' t think it' s quite that 
long; but let's say it ' s two weeks . In other words, 
~arriner , it looks as though - I mean you want to 
sit back and wait until you make up what your mind -
what you want to do, and you want everybody else to 
wait. · 

Well, it's Just been a - it's been a question of -
it's simply been impossible for me to get to it. 
I •ve - I •ve sililply been covered up with one thing 
and another and it' s msde it prac tically impossible 
to -

Well, what do you suppose we do over here? I mean 
I - I - if there's going to be banking legislation 
I want to put our people to work studying it. 

Well, of course . 

I - I've got to be in a position to say ~o the 
President I think this is good or bad. I don't 
know what - where this consolidation should 10. 
I - I haven't studied it yet, but I ' • going to 
study it. I ' • going to aake a reco..endation. 

Well, maybe it would be better to let somebody 
else outside or the qencies propose it. Why -
don't the Treasury prepare the plan, then? 
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Because we - whatever we're going to do we•re 
going to do it with our card• on the table race 
up . I' • not goina to ulte aey -

Well, I know, but you'd - you'd want to work out 
the plan and then -

Well, I want to -

- and then present the plan to the agencies . 

No, no, I went to hear whet these people in town 
who have joint resvonsibil1ty, what - what they•ve 
got to say. I don t know what Kr. Jones feels 
about it; I don 1 t know what lolr. O'Connor feels; 
I don' t know how you feel . I haven't got the 
slightest idea . 

Well , of course, Jones hasn't - he has nothing 
for the superVision or the banks. Be merely has -

lYell , he• s got stock in five thousand banks. 

Well, he has an investment in them, but that's -
be's not a banking agency. 

Well, he -he's the biggest- be's the bigges t 
factor in the United States in banks. You can't -

Ob well, but be doesn't -

- deey it. 

He doesn't have the regulation of the banks or the 
examination of them or the chartering of them or -

Well, be - be bas examinations . 

What is it? 

He bas exaainationa. 

or banks? 

Yes 

Well onlf the banks tbat - be - be doesn't run a 
reg~ar exaaination ot badt1 at all now, 

Ye1 
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Onl7 in the case ot where he'a going to put the 
tirst stock in doea he exaaine th ... 

Well, I - I - I - I aean I reel that I'Ye got a 
responsibilitT to the President and I reel I'Ye 
got to call this meeting, and if you don't feel 
you could -

87 
as 

Well listen, couldn't - I was going to suggeat 
I wished - I wished you could wait a few days and 
let me gat -let's talk- let me talk the thing 
over with you, or let me come there and just 
merely say, •Well, I - I'm - I haven't a"'thing 
prepared,• and just not discuss it; I can do that. 

Well, that's up to you, Marriner, and-

But what I want to do is to - is to prepare a 
program, and I've had a lot of prel11111nary work 
done, but I Just - and I could get it together in 
a pretty short time. And what I - what I - what 
I •ve been in hopes of doing is to go over that 
thing with -with you and -with Taylor and Upham 
first and then with - and then with you if they 
agreed, or if they - they have pertinent suggestions 
to make, so tl:ia t when it was brought to you it would 
save your time. 

Well , that -that- that situation now- that's been 
that way for two or three weeks. 

That ' s right. 

And nothing's happened. And in the meantiae we -
we're right up against the gun. And then - then 
these things - then we're rushed off our feat and 
we don't know where we•re at. I mean the President 
has a perfectly proper right to say to me, •Well 
Henry 1 what were you doing while I was gone? ~ 
didn ' t you do some of this stutt?• And I'• not 
going to be put 1n that position. I aean I'• not 
going to say, •11r. President, I baYen1 t the lliahteat 
idea. I baYan•t seen theae peoile.• Then be -• 
back and says, "Wall, •liT hann t r ou?• 8bo11ld I 
aay1 •Because Marriner Eccles isn't read)'•? I 
woULdn't do that. 

Well, do you - I don't think Cr owl-.r•s got a~ 
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legislation be1ll propose, and I don't tbiDk -

Well, I don't know. 

- I don't think O' Connor has . 

88 
!!I' 

Wel~, maybe you've been talking to them; I haven•t. 

No, what I - what I mean is Connor - Crowley would -
would be more or less like I was - he wouldn't dis­
cuss with o •connor the - the - well, you know the 
general situation, and to - to think three of us 
sitting us down there togethfr to talk about bank­
ing legislation- it just isn t in the cards. 

Well - ah - anyway you know how I feel and I wanted 
to call you up first. By the way, I'm going up to 
New York on the four o'clock train. Will you have 
some indication - will your Board do something this 
morning about that other matter or not? 

We•re going to discuss it - ah - this morning . 

Yes. 
I won't have a chance to - I sent last night a 
memorandum to - to Broderick -

Yes. 
- end Davis, the idea being that they'd have a 
chance to read it and then I could - I could talk 
to thea on the telephone llonday . 

I see. 
And, as I understood it, what you wanted was - was 
a - a definite memorandum from us -

Yes . 
- on Tuesday, and I told you I 1d see you at that -

That's all right. 
- at our Tuesdq aeetin&, and we'd haVe so .. thinl -

That's all right. Well, we\1 let - we'll let that 
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ride then till Tueadar. 

Y.es 

Q • .<{ . , Jlarriner. 

Well, I •m - I wish you could persuade you on tnia 
banting thing that you -

You wish you could what? 

I wish I could persuade you to - to postpone that 
meeting because I -

\'/ell, I ' m sorry but I - I - I - I can only repeat 
what I say, I mean I've got a responsibility here 
to the President end to m;yself as Secr etary of the 
Treasury, end I don't know whet these fellows and 
I went to find out . 

Well then, why not - let - let 1 s excuse me from 
it . Will you do that? 

Give you what? 

I say excuse me from it so I don't nave to make a 
commitment there at that time . · 

Do what? 

Excuse me from the meeting then so I don't have to 
make a coiDIIIitment at that time. If I come there, 
I don't want to say that I won't have a01 legisla­
tion, won't propose some. 

Nobody bas to give a commit- • 

If I do say that "Yes, I ' m going to beve some 
legislation," then you'll say, "What is it?• see? 

68 

Well, I think it - you put yourself i n a per fectly 
ridiculous position, because they're goi D8 to say, 
"Wby isn' t Eccles here?• and then iaaedietely •Be 
doesn't want to play ball . Be's got soaething that 
he ' s workinl on by ~aalf.• 

Well, I can - I can coae and aor that, well, I don't 
Jmow, that - that I'• not prepared rilht now to sq 
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detini talf Just what we'll baYa . We - we ' ll -
we likely will baYe so.e - soae legislation to 
propose. ADd or course that would be 80ra or 
leas routine legislation whicb I wouldn't basi­
tate to dhc11.1a with thaa. Tbe question or con­
solidation or aey kind 1a a utter that we can't 
disc11.1a. Tbat•s a setter that, it seeas to •• -
that -

Well, you -

- you who are not involved in the question -

Well, ~ advice to you is I'd be here, beca11.1e 

70 

-

if you don't it looks as though the Federal Reserve 
Board doesn't want to play ball. 

Well -

You can say as much or a s little as you !eel like; 
that's up to you. 

Well, I'll - I'll - I'll be there then, under those 
conditions. But I want to - I want to di scuss the -
I want to discuss with you the - the question of 
consolidati on, with - without aQYbody else. And 
so it I can have that opportunity after, rrby, that -

Wel t , I - I ' • here, but you - you were going to 
discuss that, using your timing, three weeks ago, 
with Taylor and you haven't done tbat yet . 

Well , ot course, it I was like you and Just bad 
~salt to deal witb, I wouldn't have the problea. 
'Rhen you get a Board and you - tbe amount of tiae 
you spend uselessly and the patience it requires, 
it' s just exasperating. I 'm just - you - you won't 
understand wbat I'm up against in connection witb 
all of tbeae things, aDd the time that i t takes, 
and tba - and tbe - it ' a a ve17 different utter 
than 1f I could Just sit there and get a start and 
say, •Do this aDd do that aDd aake ae a dac111on.• 
And so it you t eal I•Ye been derelict in tbe utter, 
I - welt, I Just wanted you to know soae ot tbe 
questions a~ the probleaa . 

Bo, I didn't say you1 d been derelict. I wouldn't -
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that ia't up to ae to sa;y that. I siapl)' .. ,. 

that we - the thing cue up and ;you said ;you -

it was ;your auagest1on that ;you appoint Ranaoa 

and that I have Ta;ylor and that the two ot thea 

get t ogether. You said would I do that, and I 

said ;yes. 

That was MY suageation. 

And nothing ' s happened now . 

11-

Well, I•m Just giving you the reason, and then when -

Taylor - Taylor and Upham suggested that - that we 

prepare something and - and then - then discuss it 

with them. In other words -

Well - and they 1 ve been patiently waiting here. 

That ' s right. 

Now the time is rolling on and - and I - and Jones 

or any of these others might say, "Well, maybe 

Morgenthau1 s got something up his sleeve . ~ 

doesn't he take us in his confidence?" And I 

haven ' t got anything up ~ sleeve . 

Well , I haven't. Uy -~only -my only interest 

in the thing is to see whether or not we can iron 

out these - these conflicting problems in our - in 

our agencies . And - and the;y ge t - the;y Just reach 

a point that I get so damn sick I Just feel like 

going home . Now, that ' s about - I •m Just pertectlf 

frank with you - that - that the present situation, 

the general conflicts in the - with - with the -

with three agencies here that we ' ve cot, the dean 

tning Just breaks down of i ta own weight; it will 

sooner or later . And I - I - ah - it seeas to ae 

that we•ve Just got to have tbe courage soae t i ae 

or other to race the situati on and either take -

take and put the - all these questions or exa•tna­

tions and chartering and so forth in one place, 

whether it ' s the Reserve Board or aoaabod;y elsa. 

I - I don't care - 1t tb41,)' t ake it awa.y troa us, 

it' s all richt, but -

You know rou don't aean that. 
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Well, I do now . I wouldn' t argue a minute. I -

I have no per sonal interest - not a 

particle, and I have no personal ambitions. So, 

whether you believe it or not (laughing) I ' m- I ' • 

anxious to try to - to do a Job as long as I ' • 

here, and when I find I can't then I'm not inter­

ested in being here. 

Yes . 

Now, that ' s right . I'm not politically minded. 

Well, you've got the week-end to think it over, 

but I - I 1 ve thought it over and - and you come 

on over and you tali{ as much as you feel you -

you want to, that ' s e ll. what 

the Board has in mind on banking legislation. Now, 

there are other things besides the consolidation 

of these agencies. 

Well, that is a problem that - of course, I under­

stood t ha t t he - the President would expect to 

discuss that with - with you - ah - and he 

expected you to talk with me about it, but I didn't 

expect that - knowing that the O'Connor situation 

and the Crowley situation - if you expected to talk 

to both of them about it. I think his idea was to 

get some kind of plan worked out that would take 

care of the situation, and be didn 1 t think that 

Crowley's situation would be a problem because he -

he knew that Crowley had no hesitancy about leaving. 

And - ah - the O'Connor situation, he did recognize 

there ' s a problem, and be - be - he recognized that -

I think that as a result of that he wouldn ' t expect 

al l tour of us to sit down together and work out a 

program. 

Well, Marriner, this is the first time, this morning, 

that you've told me that you discussed O'Connor or 

Crowley with the President. 

Well, be mentioned O'Connor when I - I talked to h1a 

about the need of some legislation that eliminated 

duylication and eliminated conflicts, and he said, 

"Yes, that's right . " And he said, "Now, I ' ll write 

a note to Henry here, " and he wrote that note that 

he sent to you, and asked h1a to talk to you about 

the aatter . And then he went on to say, "Thi• will -
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73 ... 
"There'll be DO difficulty,• he said, "on legislation 

that involved some of these questions with the 

Senate now, and with Glasa . " And be said, "It wUl 

mean the e l imination of 0 1Connor, of couraei wbich -• 

and then he went on to aay that - that Cr ow ey had 

talked of going anyway, so that aeyth1ng that was 

worked out he felt it would be agreeable to bia, 

and it was up to you and I. And that's - I - I di dn't 

~now what be said to you in the note. He juat said, 

"I ' ll ask - suggest tha t he talk to you about it . • 

Well , the note simply - I haven't got the note 

before me, but - but there ' s no indication of any­

thing like that, and -

Well , I ' m - I ' m -

- other than, as I remember, to get this banking 

committee together; that ' s what l remember what the 

note said. 

Well , I thought that Monday when I talked over -

talked to you over there, the f i rst time I saw you 

aft er I had seen him, that I - that I mentioned this 

thi ng to you. 

You did, but you d1dn1 t say aeytbing about Crowley 

or O'Connor. 

Well , I - I'm - they were mentioned. I'm just tell­

ing you what be said -

Yes 

- w1 th reference to both of them, that the -

Well -

- that a problem should be worked out , and that O'Connor 

would be a problem, but also that - I ·mean 0 1Connor 

would be a problem, but Crowley wouldn1 t . And he 

said tba t was the personnel aspect of it. 

Yes. Well, I -

And be didn' t think the Senate would be e~ problea 

in connecti on with that type of legislation. 
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a s 

Well, tbat•s - tbat 1s one tbinC - tbere ~ - I 
don' t !mow what tbe otbers ban aDd I '• not 
going to call Jones together secretly, aDd tben 
call Crowley together secretly, and then o•eonnor 
secretly, and you. I'm .not going to do it. 

Well -
I ' m not going to be put in that position. 
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I think maybe - well, I - if I could talk to you 
after on this thing, I can come over there and say 
that I'm- we're not - I'm not prepared on aeytb.1ng 
yet, and -

'Nell, we can talk about it on Tuesday when we talk 
about the other subJects. 

Well, it - it - of course, it's a matter that we'd 
have to spend considerable time on, I think. 

All right, llarriner . 

Well then, I'll see you - now, on this other matter, 
it's understood then that Tuesday-

Tuesday's the day. 

And on th.4S first matter it will be Monday morning. 

Right . 

All right, I'll see you. 

ThankS. 

Goodbye . 
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At the oonolua1on ot the telephone oonYereat1on, 
t ne 8eoretar1 ea1d to the sroup, 1 I a.T be all wroaa, 
'but I can onl.)' work one wa.y and that 1e to han eftey­
'body come together and dieouee thie thing 1n the open.• 

The Seoretary then aelted Kr. uPham to look up 
what authority the Secretary ot the ?reaeur,y baa on 
all theee borrowing, lending and banltia& egenciea. 
(Note : For ready reference, UPham's memorandum 1• at­
tached hereto. ) 
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Del 'II' 11, ~ 

IDtor.atlon attachl4r 

1. AuthoritT tor oree.Uon ot Interdlpu>tiMII.tal 

X..Dd' "' c-s. tt .. 
2. Autborlt,. tor Bu4aet Bureau to roquae le&lalatlon 

to be au!aittld \o u. 
s • .lut.borlt,. tor oreatlon ot C~ttee ot 

Borrowln& .lpnolea (not yet looatld). 

'• .lutborlty tw creation ot c-1ttee ot 

Ban!dn& A&enoleo (probably a llllboo.dttoe) • 
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Tltl: WNITK NOUSK 

WA8MINOTON 

.0 ...... 1' 1.2, 1934. 

!ben are aa Jcnl laulor ...,.l'al at;eDClee of the ()oyen.meat 

whooe actlwltlee 1D the recowery procra= 1nclu4e t he loanlnc, 41reot17 

or lndlrec\lJ, of tuada of tbe r.deral Oo•eracent. I feel that the 

or!o rtt O! \hill ec-DclU ehoul4 be coordiD&ted ln order to 111Creo11 

t!lelr e!!ectlnnell 1n the c ........ coo4. In t hil - y ... • 111 &Yo14 

&ll;f coon1c t or action between acenclee and opportunity will be at-

forded to YliW the probleu arlll.n& ln the .. lo.,.t1n;; operation• a• 

a wllole aod to take action on the bade or the 010re complo te and 

coordinated lnforwatlon at band. 

I ac therefore creatine a cOIIDittee t o be CO!Ipoeed or the 

hoede of tho nr1oua J ederal &1\WAClee ba•1111: t o do wl th the loanl.n& 

o! public !Wide, and l~ONCh a o the !'reaeuzy :De~>&.rt.J:>&nt lv.e a prl-

""'I'Y concern 1n all financial operotlone of the Oovernlll8nt, the 

Secr etary or the TroiiUJ'7 OJill eerre AI Chairman of the comoittee. 

1 now a•k that 7011 eon• on t h1e COIII:Il.ttM, the !llll ,..,.l)er-

s;tt p of which will 1nc lu4e: 

T'ne lecretary of tba 1'1'1.-..rT, Ohal..­

The hcretary or the Iaterlor 
The ()oyernol' of the ran. Cre41\ AI!.D1Aletrot1on 

Tho Chairman of tba Beconetrw::Uon f 1D&ACI Cor:lOrotion 

':he Cbai,_.. of the r.deral Ileal Loan Jalll< Board 

T'ae Cba1,_.. ot the Ileal Onen' x- Corporation 

The .W.inh t ratol' of the ... rp11e7 Mm!ntetratlon 

or 1'\lbllc Wocb 
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'lbt 'htn11U.MI' II tM, 11 qr I'•U• ..... I a? J 
GorponU• 

'lbt Me1nt1traMI' et Gil ~ ....,._ '>ht kAI• 
'lbt Mldnlotr&Mr et Gil Apinltllal M,~~~~~-.t 

M•1 n'•tn\l• 
'lbt Pr .. i t.At ot tiM ...,..._lllpoft ~ 
1!1e Pred t.At ot U.. 0 Slt7 Cn&U Gol'pWaU• 
!boo Qoyoruor of U.. Neral ••nrft ._.,.. 
!boo Cbah-. et U.. Neral Do;aoU lwu 1 ClnptaU• 

for tho cn-ral 1'&14anco ot tM o-itMI, I ..... , U ••!f 
hue aa 1 t o obJ oc t U.. a-noral coonUaaUoa of all pb·- of * ••­
:oe:>t '• act1Yit1eo • 1tb reopect t o tU loii41Jic ot -7 or U.. \llli::1lic et 

evidence ot lndobt~oa by OoYe..-tal corporau ... or -c-ioo ta 

connectio:> wi~h their operatiaa., 

f oey d DCorel7, 

~~~ IIZ.~t.,. 
!hn. ll.:~ r"'J lbrpllthau. J r . , 
'::.1" s~crc~ar:r 0~ t!le :r•&a'1&1'7· 
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t o the Bu.l'eau ot the Badce'· 
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CiliCIILAR 10, aa6 

BURBAU OF THE BUDOET 

WASI!I11GTO!I 

Deoemboor 21 , 1936, 

TO TilE !lEADS OF l!XECUTIVE DEPARTMEI-!TS, INDE.PEliDENT J::STABLISIII.ENTS A1!D 

OTHER COVERNJJENT AGENCIES, INCLUDING CORPORATIOtiS , 

This Circular supera•dea Budget Circular No, • 9 oi· Deoember 19, 1921, 

Budget Circular No , 273 of December z~ .. 1929, Badpt Circular Letter of 

April 10, 1930, llational Enlerge::>cy Ccunoil !.:emorandlll!l of Decem~r 13, 19M, 

and ~ationol Emergency Council ~emorandum of Apr il 23, 1935, 

Estimates or Requests for Appropriations , 

Section 206 of the Budgot and Accounting Act , 1921, provid•a that• 

"No estimate or request f or an a ppropriation and no 

request for an increase in an item of e:ray suoh estim&t e or 

request, and no reoow-endation as to how tho revenue needs 

or the Government should ve met, shall be sub=itted to 

Congress or any committee thereof by any ofricer·or employee 

or any department or oatablis~~nt, unless at the request of 

either Hous~ of Congreso." 

Section 2 of said Aot contains the following definition• 

UWhen used in this Aot --

"The tema •d~partl'101nt and ostabliahment ' and •de­

partment or eatabliat.z::ent• mean any •xecutin department, 

independent oommi saion, board, bureau, office , &&ency, or 

other eatabliahment of t ho Gowrnment , including the muni­

cipa l gonrrm.ent of the Dhtrict of Colu:nbia, but do not 

include th~ Legislative BraDoh of the Ooverament or t he 

Supreme Court of the United Statea, • 

Rsporta and ReoOIIIIIIODdation.l on Proposed or Pendin,c Ler;ialatlon. 

At a ... oting or the RatioD&l Eaoersenoy Council, Dec .. ber 17, 19$6, 

the Pruident directed that 1 
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There ahall ~ aent to the Bureau of the Bud&et, tor 
oonaideretion of the Preaident before aubaiaaion to the 
Congno .. , or a~ oCIIIOIIi ttee or •mber thereof, the or1,;1Dt.l 
and two copiu ot et.oh rec~tion or report , coDCer••ill« 
propoaed or pending le,;ialation (other than pri~te relief 
legislation), requested from "r a<lvt.!>Ced by e:ny executive 
depart=ent, independent ostablia~nt, or other Gove~nt 
agency (including the mn.doipal government of the Diltriot 
of Columbia and Oovertllll8nt-o.med or Goverlllll8nt-oontrolled 
corpol'l\tiona), or any officer thereof, When such reocmmenda­
tion or report thereafter i a aubmitt~d to the Congreao, or 
to a oOJ!lllll.ttoe or Jteml:er thereof, it •hAll include a state­
ment ~. to whether tho propoaeu lecialatiou is or io not in 
aco.or1 with tho p~ogram of the President, 

Before any poraon in hla official capacity as officer 
or e:ployee or any exe~utive dopar~nt. ~ependent ea~b­
Uahlllent, t-r other Govern..,.,nt "~ency (i:l0lud1n[ the municipal 
governo;ent of the District of Colucl>ia a.nd Goverlll"-8nt-owr~.l 
or Government- controlled corporations ) ahall advocate or 
op;>oso logiolatiol\ (oth~r than private roliei' legiolD.tion) 
before any comnittee of tho Congroes, he shAll ascertain frOI':I 
the Bureau of the Budget throu&h tho Budget of~ioer of his 
~rg&nization whether such lo~i• lation is or is not in noo erd 
with tho program of the i"'nuident, and h~ shall so infol"lll '.;,,. 
col:llllittee . 

Tho Procedure for carrybg out t.he abo•;~ Urectiona will be as 

follows: 

(a) Legislation sftloly coneornin~ fiscal mattere will 
be oloarod by tho Bureau of tho ;Judget with the President. 
Thereafter, tho aubmitting agonoy will be o.dvised by tho 
Bureau of the Budgot whothor such lociolation is or ie not 
in accord With the fillt.ncial progr~ of the President. 
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:. 

(b) Legislation a~lely eoncornin& policy Mattera will 
be trananhted by tho Buren of the BuJget to the of'fico of 
the llnt1oD&l !J.>Or.;e~><>J ~ou.:><>il, .'1 tb aucb oOIIIDCIDt u tbl Bureau 
of tho Blld~t dooiret to aake . Tho etfioe of tho 11t.ti011t.l 
Er.»r~enoy C011111>1l will thon oloar the logialatio:t with tbo 
P,·oa iclent t.Dd adrla~ the 3uroau of the Budget of tllo. Preeiclent• a 
action, Thorot.!'tor, tho aub.,..it cing a1ency will be ad'tieecl by 
tho Bureau or the Bud&Ot llhothl>r the lorielt.tion ia or ie 110t 
1n accord with the po U oy pro1rt.r.1 of tho Preddent. 
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( o) Legislation iD~l 'f'1ns both tieoal and pol107 
matter• will be oleared jointly with the Prea1dent by the 
Bureau ot the 8ud£et and tho oft1oe or the National ~,._ 
genoy Council . Thereafter, the eubDJ.tting agency will be 
advieed by the 6ureau ot the Budget (1) Whether the legia­
lation 1e or 1e not in acoord with the f inancial pr cgll'UI 
ot the President, and (2) whether the legielation is or ia 
not 1n aocor d with the policy progr~ of the President . 

By d.lreotion of the Preeldent• 

D. W. Bell, 
Acting Director ot the 
Bureau of the Budget • 

• 

,. 
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I ban DO' ~- leodecl tM au\bol'1~ 

tor tba o-s.th• ~ .&a-1e• wh1eh 

borl'Oif no. tu ..rkln • float 

aeour1t1ea et ao.e k1D4. 

I th1nk tu c-s.ttoe ot Bnlr1nc 

Ageno1ea srew ~P aa a auboo.mtttee 

ot t he Interdepart:Mntal Le1141Ds 

Coaa1ttee 
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Oper a Lor: 

ILl!. Jr: 

Operator: 

H. JI .Jr: 

E.cctes : 

ll . l . J r: 

l : 

H. 'l , Jr: 

E: 

E: 

H. 'J .Jr: 

t.: 

H. ll , Jr: 

E: 

H.U.Jr: 

E: 

Eccles, please. 

All right. 

Hello . 

Deceaber 11, 1936 
9 147 A,ll . 

Chairman Eccles . Go ahead . 

Hello . 

Hello . 

Good morning, Marriner. 

Good morning. 

How are you? 

I 1m pretty good. 

You at your office? 

No, I ' m not. 

BS 

Oh. Ab - Marriner, we•ve been talking things over 
here. We•re getting r eady for the President's 
message, one thing or another . And I thought that 
Uonday I'd call together the - those who have to do 
with banking, see, and have one of our meetings on -
the beads of the various groups. As chairman of 
that committee, I thought I ' d call them together 
and then ask everybody whet they have in mind in 
regard to legislation. 

You mean the legislation just with reference to 
the budget? 

Oh no, no no no no. Anything that anybody baa 
in mind in regard to banking legislation. 

Oh yes . Well - you remember when we discussed 
the. - the matter about- I think it was about three 
weeks ago. 

Yes . 

And Wayne aod Ophaa aod Ransoa and I was coing to cet 
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Well now, I ' m Just wondering if -

That ' s just why I'm calling you- on account of that 
dis~ussion that you all had several weeks ago . 

Well, what would you - what would you do with -
with O' Connor - Jeffty? 

Well , be ' s a presidential appointee affirmed by 
the Congress of the United States, Comptroller 
of tbe Currency . It isn ' t up to me to do anything 
with him. 

\'/ell , would you - would you ask them to - to report 
on banking legislation? 

Surely . Why not? Bow come - how - how can I eliminate 
him? As a matter of fact, since you - you fel lows 
suid you'd get together, I checked with Taylor and 
with Upham and - ond "•they 1ve heard nothing . 

Well , I talked to - I talked to Wayne the other day 
about it, and I've just - I've simply been just 
covered up, I've simply -

•vell , I - I feel this way, llarriner . I just didn't 
want to have you say - wel l , I - I feel this way: as 
chairman of that committee I have to know what's 
going on. I don't know what's going on with llr. 
Jones or with Kr . O' Connor or with Kr . Crowley 
or with you, and I think - I think we 1 re all 
appointees or the President and I think ~e ought 
to put our cards on the table. 

Oh well, I haven't - I - I'm not doing a thing 
that I won' t di scuss with Wayne - I - and Upham -
my only point was the t to merely go there and dis­
cuss the question or legislation - I haven't any 
legislation unless the - except i t involved the -
the question or - or taking o •Connor out ot the 
picture. Now, I can't aay that. 

Wel l, I can't - I can't - I can't disregard o•Connor 
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or Crowley or aeybody else. I mean I'm sure when 
the President gets back he 'a going to ask me two 
questions, amongst others. One is: What banking 
legislation i s pending? And, What's pending on 
the lending agencies? And I want to find out and 
I can't - frankly, I can' t move secretly . 

Well, I - I talked to the President about banking 
legislation and he said to me that be would ask 
you to get in touch with me and - and to discuss 
the question of legislation. Now, he said at the 
time - the matter that I discussed with b1m was 
the possibility of a consolidation, see? And he 
said at the time, "Of course, that will involve 
the - the question of Jeffty." 

'Rhen did - when was this conversation? 

Well , I - I reported it to you the first time that 
you got back from Georgia. 

Oh yes, but I didn' t know - you didn't say anything 
about talking about Jeffty . 

What is it? 

You didn't say anything about Jeffty o •connor to me. 

VI ell, I sioply said - asked you if you'd ~ ot a 
memorandum from him s nd you said you hadn t but it 
was likely to come through in a day or two . 

Well, I got one now. It came through. 

Yes, but in the course of the conversation, in - in 
discussing the question of banking legislation, I 
simply told - I said to him that the only legislati on 
that I was primarily interested in was - was in 
consolidation, and the question, of course, of the 
Comptroller's office came up. And he said that's 
what it would involve . 

Well, did the President indicate bow he felt ebcut it? 

Well , he indicated to me tbat - ~ thought waa ~t 
be was favorable to it. 
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To what? 

To the question of consolidating some of these 
activities. 

Yes, but did be say bow to consoUdate thH? 

No , no, be didn't. 
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Well, of course, be's been in favor of consolidation, 
but he didn't indicate where he wanted to consolidate. 

Well , all - all I can say is that I - I just haven't 
any legislation then. I mean I - I'm not going 
over and discuss the - the question of - that 
involves other departments there . I mean I just 
can't -

Yes , but I ' m also not going to be the Secretary 
of the Treasury; as the president - chairman of 
this com=ittee, I 1m not going to be put into the 
position of being through silence a part of some 
kind of a program, which I don't even know about 
and nobody in the Treasury knows anythi ng about. 
I don't work that way. 

V/hat's the -well , of course, there won't be any 
program. The only point is it ' s a question of dis­
cussing it - discussing it with the - with the whole 
group. Now, my - I - I don't have a -

Take Jesse Jones for example. He owns preferred 
stock in over five thousand banks. I don't even 
know what you've got i .n your mind mwself, and 
neither does - neither does Taylor nor Upham. 
You say you talked about it three weeks ago. 

No, I simply talked about the question of consoli­
dati on. There was no - there was no detai l, there 
was no plan at all. Now, so far as a - ab -
pr oposed legislation is concer ned, I would want to 
write - get the thing down on paper and di scuss it 
with Upham and Taylor and then see i f we could work 
up something that we could present to you. Tber• 
was no thoucht of discussins with anJbody else until 
that was done . Now, the onlf point I 1a aakinl here 
i s thlt I can't - I don ' t want to coae oYer there 
Monday aDd - and - aDd - and c'.iiOUII le&islat1on. I 
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want to discuss it with you, but I don' t want to 
discuss it with the rest of thea . 

Well, I - I - I can't do business that way. 

Wel l , all right, then- that's -

And I - I 'm not going to be put in the corner - I -
I - and that you di scussed something with me that 
I can' t di scuss with - with Cr owley or with Jones 
or with 0 1Conncr . I never have worked that way; 
I never worked secretly on legi slati on. If I've 
got any t hing in mind I 1m going to say so. 

Well, we discussed the " uestion of banking legis­
lati on - ah - and O' Connor wasn ' t there, two years 
ago. 

'1/ell, and what happened? 

What is it? 

And what happened? 

Well , we di dn ' t get anywhere . But certai nly you 
wouldn' t get anywhere now to sit down and say, 
"Here, we want to consolidate these agencies . • 

Well, Marriner, the President made me chairman or 
that commit tee and I - I've got to call a meeting . 
Now, what- if you don't- if you don' t want to 
say anything when you come over here, that - that's up 
to you. But I ' m certainly going t o ask these people 
what they've got ln mi nd ln regard to banking legis­
lation. And I expect to see Senator Glass sometime 
next week and I 'm sure he ' s going to ask me what I•ve 
got ln mind . And I - and - I - I can' t sit back and 
say, •Well, I don ' t know. Eccles hasn't told me and 
I don't know wha t O' Connor 's got in mind. I haven ' t 
seen them.w 

Yes 

I mean 1n other words what you 1re asld.ng me to do 
is to sit back her e for another couple of weeka 
untU you write a aemorandua. 

Well, I can aiapl¥ say, aDd I will P7 it on lloDday, 
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then, that I haven't - we haven' t anythinc . 

Well , that - that1 a up - purely up to you. 

Yes 

But I don' t know what the other people have in 
mind because I haven't discussed banking legi sla­
tion with anybody, but I feel the time has come -
it's the 14th next week, it's two weeks till -two 
or three weeks till Concress meets , end I feel 
I 1 ve got to know what•s going on. 

Well, what time is this meeting llonday? 

Pardon me? 

I say what time do you -

Well , I 1m going to call up the various people. 
I 1 m going to suggest - I'm going to suggest ten 
o ' clock lllonday morning. 

On Monday morning? 

Yes 

Well then, I•l~ - I'll be there and I 'm just merely 
stating that I - I - I would have - of course, 
preferred to - to have had o chance to discuss the 
matter with you and - and I'm terribly disappointed 
that it's going to be a ~uestion of -of reporting 

·that there isn't- there isn' t going to be any; 
but I don't know that I can do anything else . I - I 
Just can• t have any legislation without - unless I 
should say that I have - I 1m not prepared to say at 
this time. 

Well , I don't know of cny which- here it is, 
llonday • s the 14th and I think the t the various 
people ought to be prepared. 

Well , I ' m - I'm not. 

Well - well, each person'• got to - got to deci de 
for himself , and I - I - I' ve talked it over wi th 
~ own crowd and they feel that aa chai run of tbis 
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co-i ttee I oucbt to call a meetinc. ADd then I -
i n a couple ot d8.7a l'a soing to call another 
meetinc ot t be l ellding co-i ttaas, and ask tba 
what they 've got i n mind. 

Ah - well , I -

Yes 

Of course, if you ' ve made up your mind that ' s 
what you want to do there isn' t anything for me 
to -

No, but I mean it isn't that - I - I don ' t- I 
don't know now what you 1 ve got in :your milld. You 
say it's three weeks since we discussed it and I 
checked it with Wayne and Upham and they said that 
the question's never been discussed again. And you 
s ay it ' s three weeks; I don ' t think it's quite that 
long; but let ' s say it •s two weeks . In other words, 
Marriner, it looks as though - I mean you want to 
sit back and wait until you make up what your mind -
what you want to do, and you want everybody else to 
wait. 

Well, it's Just been a - it ' s been a question of -
it's simply been impossible for me to get to it. 
I've - I ' ve simply been covered up with one thing 
and a nother and it's made it practically impossible 
to -

Well, what do you suppose we do over here? I mean 
I - I - if there ' s going to be banking legislation 
I want to put our people to work studying it . 

Well, of course . 

I - I • ve got to be in a position to say to the 
President I think this is good or bad . I don't 
know what - where this consolidation should go . 
I - I haven't studied it yet, but I 1m going to 
study it. I •m going to make a r ecommendati on, 

Well , maybe it would be better t o l et somebody 
else out s i de of tbe agenci es pr opose it. Why - wbf 
don ' t the Treasury prepare tbe plan, then? 
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Because we - what ever we're goi ng to do we're 
goi ng to do it wit h our cards on t he t abl e r ace 
up . I ' • not going t o 1181te aey -

Vlell , I lmow, but you ' d - you' d want to work out 
the plan and then -

Well, I want to -

- and then present the plan to the agencies . 

No, no , I want to hear what these people in town 
who have joint responsibi lity, what - wha t they ' ve 
got to say . I don ' t know what Ur . Jones feels 
about it; I don' t know what Yr . O' Connor feels; 
I don't know bow you feel. I haven't got the 
slightest idea. 

Well, of course, Jones hasn't- be bas nothing 
for the supervision of the banks . He merely has -

Well, he's got stock in five thousand banks . 

Well , be bas an investment in them, but that ' s -
he ' s not a banking agency. 

Well , he -he' s the biggest -he ' s the bi ggest 
factor 1n the United States in banks . You can' t -

Oh well, but he doesn ' t -

- deny it. 

He doesn ' t have the regulati on of the banks or the 
examination of t hem or the charter ing of them or -

'Nell, he - he has exaMinati ons. 

What is it? 

Be has exllllinat1ons . 

or banks? 

Yea 

Wel l, only the banks that - he - he doesn't r un a 
regular examination of banke at all now. 

Yee 
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Only in the case ot where be ' s going to put the 
first stock in does be examine them. 

Well, I - I - I - I mean I feel that I•ve got a 
responsibility to the President and I feel I've 
got to call this meeting, and if you don't feel 
you could -
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'I/ ell listen, couldn1 t - I was going to suggest 
I ..wished - I wished you could wait a few days and 
let me get - let's talk - let me talk the thing 
over with you, or let me come there end just 
merely say, "Well, I - I'm- I haven ' t anything 
prepared," and just not di scuss it; I can do that. 

Well, that's up to you, Marriner, and -

But what I want to do is to - is to prepare a 
program, and I've had D lot of preliminary work 
done, but I just - and I could get it together in 
a pretty short time. And what I - what I - what 
I've been in hopes of doing is to go over that 
thing with - with you and - with Taylor and Upham 
first and then with- and then with you if they 
agreed, or if they - they have pertinent suggestions 
to make, so that when it was brought to you it would 
save your time . 

Well, that - that - that situation now - that's been 
that way for two or three weeks. 

That's right. 

And nothing's happened. And in the meanti.Jie we -
we're right up against the gun. And then - then 
these thi~s - then we're rushed off our feet and 
we don't kr~w where we're at. I mean the President 
has a perfectly proper right to say to me, "Wall 
He.nry, what were you doing while I was gone? Why 
didn' t you do some of this stutf?" And I'm not 
going to be put in tbat position. I mean I'm not 
going to say, •Mr. President. I haven't tbe slightest 
idea . I haven ' t seen these people . • Tben be oomes 
back and says, •Well, whY haven' t you?• Should I 
say, •Because Marriner Eccles isn't ready"? I 
wouldn't do that. 

Well, do you - I don ' t think Crowley's got arst 

Regraded Uclassified



H.:.I . Jr : 

E: 

H . '~ . Jr : 

H . '~ . Jr : 

E: 

H.M. Jr: 

E: 

d. !.! . Jr : 

E: 

d .!.! . Jr: 

E: 

H. Jo! . Jr : 

E: 

I! .U.Jr: 

E: 

H. II . Jr: 

94 
- 10 -

legislation be ' ll pr opose, and I don't thi nk -

Well, I don ' t know . 

- I don't think O•Connor bas . 

'flell, maybe you've been talking to them; I haven•t . 

No, what I - .what I mean is Connor - Crowley would -
would be more or less like I was - he wouldn't dis­
cuss with O'Connor the - the - well , you know the 
gener al situation, and to - to t hink tbree of ua 
si tting us down there together to talk about bank­
ing legislation - it Just isn't in tbe cards. 

Well - ah - anyway you know how I feel and I wanted 
to call you up first . By the way, I ' m going up to 
New York on the four o ' clock train . Will you have 
some indication - will your Board do something this 
morning about t hat other matter or not? 

lie ' re going to discuss 1 t - ah - this morning . 

Yes . 

I won ' t have a chance to - I sent last night a 
memorandum to - to Broderick -

Yes . 

- and Davis, the idea being that they ' d have a 
chance to read it and then I could - I could talk 
to t hem on the telephone Monday . 

I see. 

And, as I understood it, what you wanted was - was 
a - a definite memorandum from us -

Yes . 

- on Tuesday, and I told you I ' d see you at that -

That's all right. 

- at our Tuesday meeting, and we ' d have somethin& -

Tbat•a all ri&bt. Well , we ' ll let - we ' ll let that 
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ride then till Tuesday . 

Yes 

0 .!C. , llarriner . 

Well, I'm- I wish I could persuade you on thil 
banking thing that you -

You wish you could what? 
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I wish I could persuade you to - to postpone thet 
meeting because I -

'liell, I 1 m sorry but I - I - I - I can only repeat 
what I say, I mean I've got a responsibility here 
to the President and to myself as Secretary of the 
Treasury , and I don•t know what these fellows and 
I want to find out. 

Well then, why not - let - let's excuse me from 
it. Wi ll you do t hat? 

Give you what? 

I say excuse me from it so I don't have to mnke a 
commitment there at that time. 

Do what? 
Excuse me from the oeeting then so I don.' t have to 
make a commitment a t t ha t time . If I come there, 
I don't want to say tha t I won ' t have any legi sla-
tion, won1 t propose some . 

l~obody bas to give a commit-

If I do.say tha t "Yes, I'm going to have some 
legislation, n t hen you'll say, "1'/bBt is it?" see? 

Well, I think it - you put yourself in & perfectly 
ridiculous position, because they ' re going to aay , 
"Why isn't Eccles here?" and then immediately "Be 
doesn't want to play bell. Me•s got eomething 
that he ' s working on by himself." 

Rell, I can - I can come and say that, wel l , I don't 
know, that - that I'm not prepar(!d right no• to 1a7 
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de!lnitel.y Just what we'11 have. We - we•11 -

we likely will have a0111e - aome leclalation to 

propose . And or course that would be more or 

less routine leclalatlon which I wouldn't heal­

tate to d i scuss with them. The questi on of con­

solidation of lnf kind is a matter that we can't 

discuss. That ' s a matter that, it seems to se -

that -

Well, you -
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- you who are not involved in the question -

Well , 1111 advice to you is I'd be here, becau"e 

if you don 't it looks as though the Federal Reserve 

Board doesn't want to play ball. 

Well -

You can say as much or as little as you feel like; 

that's up to you. 

//ell, I'll- I'll- I'll be there then, under those 

conditions. But I want to - I want to discuss the -

I want to discuss with you the - the ~uestlon of 

consolidation, with - without anybody else . And 

so if I can have that opportunity after, why, that -

Well , I - I'm here, but you - you were going to 

discuss that, using your timing, three weeks ago, 

with Taylor and you haven't done that yet. 

Well, of course, if I was like you and Just had 

myself to deal with, I wouldn ' t have the problem. 

When you get a Board and you - the amount of tiae 

yo~ spend uselessly and the patience it requires, 

it' s Just exasperating. I 1 11 Just -you - you won't 

understand what I'm up against ln connection wlth 

all of these things, and the tilDe that it takes, 

and the - and the - it's a very different ID8tter 

than 1t I could Just slt there and get a start and 

say, "Do this and do tba t and .ake ae a dec1a1on.1 

And so 1! you reel I've been derelict 1n the .. ttar, 

I - wel l , I Just wanted you to know ao.e or the 

questions and the proble ... 

lo, I didn't say you'd been dereli ct. I wouldD1 t -
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tbat 1sn1 t up t o •e to say that. I s1apl7 U7 
that we - the thing cue up and you said you -
it was your suggestion that you appoint Ranao• 
and that I have Taylor and that t he two of the• 
get together . You said would I do that , and I 
said yes . 

That was my suggestion . 

And nothing's happened now. 
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Well, 1 1m Just giving you the reason, and then when -
Taylor - Taylor and Upham suggested that - that we 
prepare something and - end then - then discuss it 
with them. In other words -

Well - and they ' ve been patiently waiting here. 

That 's right. 

Now the time i s rolling on and - and I - and Jones 
or any of t hese others might say, "Well, maybe 
Morgenthau' s got somet hing up his sleeve . Y~ 
doesn't he take us in his confidence?• And I 
haven't got a~thing up my sleeve . 

Well , I haven't. Yy - my only - my only interest 
in the thing is to see whether or not we can iron 
out these - these cor~licting problems in our - in 
our agencies . And - and they get - they Just reach 
a point that I get so damn sick I Just feel like 
going ho~e. Now, that ' s about - I ' m just perfectly 
frank with you - that - that the present situati on, 
the general conflicts in the - wi t h - with the -
with three agencies here that we•ve got, the damn 
t hing just breaks down of its own weight; it will 
sooner or later . And I - I - ah - it sea-s to •e 
that we ' ve just got to have the courage some ti•e 
or other to face the situation and either take -
take and put the - all these ques t i ons of examina­
tions and chartering and so forth in one place, 
whether it's the Reserve Board or somebody else. 
I - I don ' t care - if they take it away from us, 
it ' s all r ight, but -

You know you don' t ••an that. 
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Well, I do now. I wouldn't argue a minute. I -
I have no personal interest - not a 
particle, and I have no personal ambitions . So , 
whether you believe it or not (laughi ng) I'm - I ' m 
anxious to try to - to do a job as long as I 'm 
here, and when I find I can' t then I ' m not inter­
ested in being here. 

Yes . 

Now, that ' s right . I'm not poli tically minded . 

Well , you ' ve got the week-end to think it over, 
but I - I 1 ve thought it over and - end you come 
on over and you talk a s much as you feel you -
you want t o, that ' s all . what 
the Board has in mind on banking legislation . Now, 
there are other things besides the consolidation 
of these agenci es . 

Vlell , that is a problem that - of course, I under­
stood t hat the - the President would expect t o 
di scuss t hat with - with you - ah - and he 
expected you to talk with me about it, but I didn ' t 
expect that - knowing that the O' Connor situation 
and the Crowley situation - if you expected to talk 
to both of them about it. I think his idea was to 
get some kind of plan worked out that would take 
cere of the situation, and he didn ' t think that 
Crowley ' s si tuati on would be a problem because be -
he knew that Crowley had no hesitancy about leaving . 
And - ah - the o •Connor situation, he did recognize 
there ' s a problem, and he - he - he recognized that -
I think tha t as a result of that he wouldn ' t expect 
all four of us to sit down together and work out a 
program. 

VI ell, Marriner, this is the f irst time, this morning, 
that you•ve told me that you di scussed O' Connor or 
Cr owley with the Presi dent . 

Well , he mentioned o rConnor when I - I t alked to him 
about the need of some legislation that eliminated 
duplication and eliminated conflict s , and he said1 

~es, that ' s right . " And he said, "Now, I 1ll write 
a note to Henry here," and he wrote that note that 
he sent to you, and asked hill to t alk to you about 
the matter. And then he went on to say, "This will -
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"There'll be no ditticultf," be sai d, •on 1e1islation 
that 1nvo1Yed SOlie or these questi ons 111 tb the 
Seru~te nowl and llitb Olen." l.nd be said, •It will 
mean the el1a1Dation or O'Connor, or course, wbicb -• 
and then be went on to say that - that Crowle7 bad 
talked or going an.r01, so that a~thing that was 
•orked out be felt it would be agreeable to his, 
and it was up to you and I. And that's - I - I didn't 
know what be said to you in the note. He Just said, 
"I'll ask - suggest that he talk to you about it.• 

Well, the note simply - I haven't got the note 
before me, but - but there's no indication of any­
thing like that, and -

Well, I ' m - I ' m -

- other than, as I remember, to get this banking 
committee together; that's what I remember what the 
note said. 

'Nell, I thought that Monday when I talked over -
talked to you over there, the first time I saw you 
after I had seen him, that I - that I mentioned this 
thing to fOU. 

You did, but you didn' t say anything about Crowle1 
or O' Connor. 

Well, I - I'm - the1 were mentioned. I •m Just tell­
ing fOU wbat be said -

Yes 

- w1 th reference to both or tbem, that the -

Well -

- that a proble• should be worked out, and that 0 1Couaor 
would be a problem, but also that - I Man o•Connor 
would be a preble•, but Crowley wouldn't. And b.e 
said that was the personnel aspect or it. 

Yea . Well, I -

And be didn't think the Senate would be aDJ probl• 
in oomwotion with that tT·Pe or 1e1islat1on. 
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Well , that ' s - that's one thing - there aar - I 
don't know what the other s have and I'• not 
going to call Jones together secretly, and then 
call Crowley together secretly, and then o • ~onnor 
secretly, and you. I ' m not going to do it. 

W&ll -

I 'm not going to be put in that position. 

100 

I think maybe - well , I - if I could talk to you 
after on this thing, I can come over there and say 
that I•m - ~e • re not - I'm not prepared on anything 
yet, and -

Well, "e can talk about it on Tuesday wben we talk 
about the other subJects . 

Well , it - it - of course, it 1s a matter that we ' d 
have to spend considerable time on, I think. 

All right, Marriner. 

Well then, I'll see you - now, on this other matter, 
i~'s understood then that Tuesday -

Tuesday ' s the day . 

And on this first matter it will be Konday morning . 

Right. 

All right, I • 11 see you. 

Thanks . 

Goodbye . 

' 
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Bello. 

Governor Harrison. 

Bello? 

Hello, Henry. 

Bow are you? 

Dec .. ber 11, 1936 
11:03 A.M. 

;/ell, I'm - I'm getting along, thank you. 

Good. 

¥uch better . ~y voi ce is still erratic, but 
otherwise I 'm all right. 

Well, are you - but only your voice, t hough? 

Yes , only my voice . (Laughs) 

What? 
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That ' s a great handicap t o me, who likes to talk. 

Well - George, have you seen Cable 1/9 from Bern, 
December lO? On this question of gold, 3JO milli on 
gold , Swiss francs? 

From Bern? 

Yes 
Well , it just came across my desk now . 

Have you had time to think about it? 

No, I have not. I was going to send to Knoke what 
it - what it meant. 

Would you mind doing it, then calling me back? 

Yes sir , I'll do that. I just - I just had it a 
few minutes ago, looked a t it, made a note to call 
Knoke, but I'• talking with Burgess at the m~ent 
alld I haven't had a chance to see hill. 
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Well, supposing you call h1a aDd as soon as rou'•• 
got an idea give ae a rinc . 

All right, I'll do that, 

How does Burgess like my 15 percent? 

Like your wba t? 

The allotment. You say Burgess is there with you? 

(Talks to Burgess) He says it's fine . He wants 
to talk to you about it. 

Right now? 

Well, if you' ve got a minute. 

Sure, I got nothing but time . 

(Laughs) How are you feeling? 

Oh, I'm in a grand humor . Ah - I'm not going to 
let these Washingtonians get me, if you know what 
I mean. 

Well, is there any -

I mean- oh no, it's all - just this morning there 
was a lot of fussing and people - you know, the 
regular old thing - this person trying to take 
advantage of this, that and the other thing, and 
I happened to come out on top of a 

(Laughs) 

No, but I mean this - you know Washington. I don ' t 

But there's always -not what ' s best tor the GoYern­
ment but what ' s best tor the individual bead or 
so11e agency . 

Well, there's a lot or tbat and there aleaf& baa 
b'~n aDd there •leaya will be. 
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I suppose so. 

All right • . Well, Henry , here ' s Burgess- and I 'll 
call you back. 

Right . 

Hello, sir. 

Hello, Burgess . 

They lilted the allotment. As a matter of fact, 
it's just what t hey wer e expecting, what they were 
estimating on Monday (laughs) . 

On llonday? 

Yes . 

How do you mean? 

So after wandering this way and that, they come 
back to the original figure. 

The 15? 

Yes 

And letting the fellow - ah - in - ah - up to 
one thousand. 

Well , I'm very glad you d id that myself , because 
I 1 ve had a little conscience about that. And I •ve 
nad, since talking to you last, a number of come­
backs on the small subscriptions, where they 
couldn't take savings bonds because they had to 
have a coupon or -

Yes 

- trust indenture -

Yes 
- for the benefit of a minor and that sort of tb!DI• 

Yes , but this means that ~be fellow wbo subaor1be4 to 
$6600, roughly -

lea 
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- will get a thousand dollars . 

Well , that's all right . 

What? 

I think that ' s all right. 

Don't you think so? 

Sure, that •s all right, absolutely . 
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And - I don' t know whether they gave you the 
figures , but t his amounted to a little over three 
billion dollars. 

An-na. 

hnd if we went up to five thousand, it would have 
been over seventy million dollars. 

Is that so? 

Yes 

Ah-ha . 

They blamed the -

- thousand ' s right, that ' s the right f i gure . 

Well, if we ' d have taken the five thousand, it NOuld 
have meant thatthey would owe us somewhere -
seventy, seventy-five million dollars . 

Well , I don't think you could after having announced 
that you' re -

No 

- not giving a preferred 

No, but if you talk to the President - I mean there's 
the - that • s the explanation. 

Yes, yes. 
But the other thin& amounted t o about three billion two, 
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giving e verybody a thouaancl dollars . 

Well , t ha t 's very !air, I think, and the ris ht 
th1lll to do . 

Yes, I think so. 

I was very much pleased about it. 

I think so. 

Now, your market today is all right . It ' s just 
under 101 , and t her e are very few bonds available . 

Yes 

lOS 

I hesitate ·• little bit to be buying today because 
there are some - some of t hese free riders who want 
to get out and I hate to give them a good price to 
get out on. 

Oh 

If it - if it really s tarts sli~ping a little, I 
think it ' s all right. They were going to have one 
problem here -

Yes 

- I was just talk1lll with George about . 

Yes 
There are goilll to be times when you want to buy 
for investment when the System ought not to be buyi ng 
with you, I think. 

Yes 
And we ' re goi ng to have to watch for those t i mes, I 
think, and 

Well , when that t i me comes let me knOw. 

All right . We -

All - I tell you, Bur1eu, with this tllinl abr oad, I 
1
d 
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Just as leave I continue today and t o.orrow -
anything under par, I 1 d like to bey bonds. 

All right . 

Now, if you people don't want to join me, that ' s 
all right . 

\'/ell, we 111 do it for your account then. 

What ' s that? 

We 111 do it for your account this time. 

Well, for today and t omorrow, you do it for me. 

All right, unless it gets to be - if it gets to 
really slide , then we 'd come in on our principal. 

If you get to what? 

If it becomes a question of control of a - of a 
market reall y slipping under us, -

Well -

- then we ' d go in and help you, but otherwise 
we•ll buy it for you. 

We have unlimited funds t o invest for Postal Savings. 

Yes, I know and if - every time we go in, we - we 
limit the amount you can get, of course . 

No, I - I'd t ake - well , if - there won' t be any­
thing like a hundred mill ion dollars, but I'll take 
any amount - I'll give it this way, tor today and 
tomot~ow twenty-five million dollars for the new 
bonds at under par. 

O.K. 

Twenty-five million today and tomorrow. 

Very good. 

Jlew bonds UDder per • And tba t 1 s -

Yep . 
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And :you people, as I take it, want to stay out, 

All right. 

Is that right - is t hat :your wish? 

That ' s Just right . 

For today and tomorrow. 

Yes, :yes, under 101. 

Yes 

Yes 

O.K. 

I think that ' s rine. 

Yes. Thank you. 
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And I'll pass word on to Marriner so he'll under­
stand it . 

All right . 

First rate. 

But tell Marriner, please -

Yes, I will. 

- that this was your suggestion. 

Otherwise, we'll have a war . 

No, please tell him this was :your suggesti on. 

Oh yes, or course I will . 

Not mine, because -

Yes 

Rignt? 

(Laughs) 
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Jo, I ..an I - I'• .. rloua about tbat. 

Well, I •• too. I tblDil that'• - that'• of oour .. 
ri1ht, yea. 

And if there•• anJ - if be - 1t you han cballle41 

let me know. 

All rigbt, if he doesn't agree t o that, I'll let 
you know. 

Thank you. 

Very good. 
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Oper ator: Go ahead. 

!1 .:-I .Jr: Hello . 

Burton K. 
Wheeler : Hello , U:r. Secretary. 

!I. :.!.Jr: Henry to you. 

Yl : How are you? 

H. 'l. Jr: Fine. 

\'1: How are you feeling? 

R .~.Jr: Oh, swell . 

'II : Say, Henry? 

K. ll . Jr: Yes 

Deceaber 11, 19)6 
11 :11 • ••• 

W: You stood the election all right? 

H.M.Jr: Oh yes. 

W: Why didn't you come out to U:ontana this sUilllller, 
though, and get acclimated out there? 

H .~ .Jr: Well, if I ' d bad a little more sense, I would have. 

'il : I see . Say, Henry? You remember I took up w1 tb 
you about your friend Cr owley . 

H.U.Jr: Yes 

W: And I wrote a letter to - to - ah - the Comptr oller 
and asked aim to - you see, I got some complaints 
that came in to me, and I took them up with the 
Comptroller and the Comptroller said that he'd - I'd 
have to take them up with you and I t ook the matter 
up with you. At any rate, some people suggested to 
me not to take the matter up until after election 
anyway . 

B.M.Jr: Yea 

W; I didn't take it up. 
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Yes, sir. 

And he announced that he was going t o resign after 
election. What are you going to do about that 
bird? Are you going to lceep him there? 

Well - ah - it's - it you're in this neighborhood 
any time I'd love to talk to you about it. 

I see. 
but I -
happens 

Bello? 

Well , I - Just frankly, none or my business, 
I think you' ll - unless - unless something 
to that fellow - (clicking sound) 

- with him, that ' s all. 

I didn' t - we were cut orr, I didn't hear you. 

I say unless you do get r id or him I think -
(clicking sound) Hello? 

Yes 

Unless you do get rid of him, I 1ll have t o do 
something about it, I t hink. 

Well , Burt, I ' m going to be perfectly !rank with 
you. I completely washed my hands of it. 

I see. 

flow, very d eflnltely . 

I see. Well -
And - I - I very definitely washed ID1 hands or it. 

Yes. Well, I think you did it wisely. 

And, as I sey, if you're ever down here I'll tell 
you Just exactly what I did do. 

Yes, all right. 
And - ah - I don't - I don't - I - I never nave 
tooled around w1 tb tba t k1Dd or s tutr. 
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Yes. All right, I'll drop in there ao .. daJ• 
I mean it doesn't aean anything to ae peraonallJ. 

No, but I - I very definitely have washed -r 
hands of the whole matter . 

It doesn ' t mean a thing to me personally one way 
or the other . I mean it ' s Just a question - in 
my Judgment I tbink it's a pretty bad situation 
and I feel -

I appreciate your calling me and, as I say, if 
you'll come down you'll find me practice my -

les - ab -

I mean it ' s - I never have and I never .tll bide 
such a thing. 

Yes . All right, Henry. 

And - ah- life' s too short . 

Sure, absolutely. 

But you know Just how I feel • 

Well, I - I - I thought you would . 

'Nb.at? 

I felt sure you would . 

Yes 

Yes 

No, but this is (clicking sound) What? 

And I - I tbink there's some stuff, Henry, some -
a fellow br ought me - Just between us, brought me 
some stuff the other - showed me soae stuff tbe 
other day about the R.F.C. and I told bia be oucbt 
to show it to rou and be ought to show it to the 
Chief. Be said be was coin& to abo• i t to the 
Chief. 
Well, tbet'a sa.etbilll tbat'a - tbat'a aa.etbiDI 
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1 don' t know &DJthilll about. 

Yes. 1 said - told b1a he ousht to show it to 
you too . 

Yu 
At any r ate, 1 jus t wanted to tell you about it. 

Well , 1 - I - I mean - I mean the R.F .c., 1 - I 
don't know acything about that. But the other 
thi.ng, at the tillle I - I say , "1t 's ~ position. " 

Yes 

And then I said, "All right, then I ' ve washed ~ 
hands of it . " 

Yes 

And the way 1 feel i s t hat people who are in a 
position of gr eat financial trust -

Yes 

- they 've got to be better than Caesar's wife. 

Absolute~y, that•s r ight. 

And - ther e - it's the only way you can keep a 
democracy . 

Sure, positively. 

Wbat? 

Absolutely . 

And 1 feel that way very str ongly . 

Yes. Well, I feel that way about it. 1 thousht 1 -

What? 
1 - I felt that way about it .,aalt. It doesn' t aeu 
a th1ng to aa. 1 - I aaan be doesn't aean &DJtbilll 
to ae one way or aootbar paraon&lly . 

Iea 
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ExceptiDc tbat I think 1t1 a \ID!ortunate tbat -

Welli Burt, 1! you're ever around here, drop iDJ 
I'd ove to bave a chin. And 1t I go up on tbe 
Hill, I ' ll call on you. 

All right, thanks . 

Goodbye . 
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Deceaber 11, 1936 
lll43 A. ll. 

l:l .li. Jr: 

Operator: 

lloore, State Departaent, please . 

All right. 

li . Lt . Jr: Hello? 

Operator: Mr . lloore . Go ahead. 

i! .!d. Jr: Hello? 

R. /tal ton 
'Joore: Good morning, Kr . Secretary. 

H. M. Jr : How are you, Judge? 

tl : How are you, sir? 

H .~ .Jr: Sorry to bave missed you last night, but we bad 
your very nice sister with us . 

r.l : Uy sister had a delightful time. I was sorry 
I couldn 't get there, but I'm about at the end 
of my string now when the -

H.U. Jr: Well -

M: comes . 

H.J .Jr: - ta.ke care of yourself. Ah - Judge, without­
I don' t want to be - I'd like to say something 
sort of unofficially, see? 

U: All right. 

l.l . :.t.Jr: I just read this cable tbat came i n from Bull1tt 
about his lunch with Blum and Auriol . Hello? 

!1: Yes 

• 

H. Lt .Jr: And I - I - I'm afrai d that - after all, tbe last 
word was that we should wait until the President 
got back. And I think that Bullitt's foing to &et 
us in a position there tbat - tbat i sn t going to 
be very tenable, you knowf 

II: Ab-ba. 
• 
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I mean the thought that the7 threw out was that 
the Europeans would combine in a - in a Joint 
representation on debts , you aee? 

Yes 

11$ 

Well , the first thing we know, we - we - we might 
be in a rather poor trading position. 

Yes 

And I should think tbst before he went IDUCh further 
that you 1d want to know just how the President felt 
about this . 

Well , I agree with you exactly. Now, what I have 
in mind is that the President is the man to co-uni­
cate with Bullitt. 

I see. 

And I - I think it would be very well f or you to, 
as quickly as the President gets back here - to 
suggest to him that he caution Bullitt. 

Now, listen -

Yes 

- (laughing) he's your man, not my man. 

What? 

I'm talking to you a s one friend to another . 

I know, but you're the - you' re the debt man. 

Well, I get it after they've colle~ted i t, -

Huh? 

- it, when, and s~ and so. 

Well you've got to collect it. 

Well -

Well, I tell JOU -

Regraded Uclassified



• 

a.u.Jr: 

~ : 

l!.tA. Jr: 

~ : 

a.J .Jr: 

:,( : 

i! . :.l . Jr: 

:.1 : 

H. M. Jr: 

M: 

H.:l .Jr: 

ll : 

!!. :.I.Jr: 

r.t : 

H. l.l .Jr: 

ll: 

B.ll.Jr: 

116 

- 3 -

I tell you what I tbi.Dk. After the President c011ea 
back, I'd like to - if you - if it's agreeable to 
you, I would be delighted to see him with you. 

All right . 

How's that? 

It's entirely - entirely all right. 

But I 1m talking now just orr -

Yes, I know, and I won' t repeat you at all . 

No, but what 1 1m saying now - I mean orr the 
record because -
Yes. You know - you know the relations of Bullitt 
to the President. 

I think I do. 
And - extremely close. And he ' s in correspondence 
with the President and the Presi dent ought to 
cauti on him. Now, I can tell you this, though, 
off the r ecord . 

Yes 
The last thing that I told Bull1tt before he left 
here - I'm very int1lll&te with him - was to go slow, 
not reach &Of conclusions except after most careful 

thought. 

Yes 
And that - the President - something of that sort 
ought to be told him by the President generally 
and then specifically on the debt question. 

Well , this whole conversation' s off the record, 
but I think that Bullitt - I mean when they su&­
gested that th81 were going to talk to Van Zeeland, 

see -

Yea 
- 1n Belci~, about c~blniDI with France on tu 
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debt thin&, Bull1tt sbould ban run up a red 
l ight and told the•, •oo easy, now,• - seet 

I tell you, I can tell you this. I bad a 
letter from Bullitt Just three or four days 
ago -

Yes 
- in which he was expressing tne - exactly tbe 
view that you entertain. In that letter he sai d 
that - that we ought not to assume there ' s aQY­
tbin& hopeful i n anything that they say, that their 
talk doesn' t amount to •uch. 

Yes 
Got to wait until they offer something concrete. 

Yes 
And the President has that letter - will have it 
when he gets back here; I sent it over to him . 

I see . 
And that ' ll afford a background for the talk we

1
ll 

have with him. 

O.K. 

J>ll right, sir. 

Thank you. 

• 
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Hello. 

Governor Harrison. 

Hello, Henry? 

Yes, George. 

About the Swi ss cable. 

~bout the Swiss cable . 

Dec .. ber ll, 1936 
12102 p . ll . 

They - they really ask two questions. 

Yes 
First, whether we will earaark. 

Yes 
And of course , under outstanding understandings and 
agreements, we would . 

Yes 
And I think ~e told them that in t he cable of 
yesterday, -

Oh 
- which was sent down to you last night . On the 
second question, we said t hat we would nave to 
delay a reply until today or until •• heard f r o• 

you. 

Yes 
Now, if I were you I wouldn't do it. 

You mean let - ah - what they ' re asking us to do, 
aa I understand it, i s to -

Give them gold here for gold ear.arked abroad. 

Yea -
And. I don' t aee aiiJ reason wbJ you should. 

\ 
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!l.li .Jr: 

II: 

a . !l.Jr: 

H: 

H •• J.Jr: 

H: 

H. 'J.Jr: 

H: 

H.M.Jr: 

H: 

H . ~L Jr : 

il : 

H. W.Jr: 

B: 

H. IA.Jr: 

H: 

H.N, Jr l 

H: 

iii · 

- 2 -

lfo. Well, that - tbat concurs with the war we 
feel here. 

How, in telling them, however, that you won't 
do it -

Yes 

- I think you might make a decent gesture, 1! 
you want to. 

What would that be? 

And say that, •or course, 1t you• re 1n a hurry 
for dollars at any time, we ' ll buy gold on board 
ship consigned to ·us." 

Ah- ha . 

See what I mean? You ' ve done that before. 

Yes. 

In other words, what they want to do is to build 
up a gold supply here in case they need lot of 
dollars. 

. . 

I see. I tell you what I'll do . I'll tell Lochhead 
to pr epare an answer, and then confer with Knoke? 

Yes 

And let the two of them work it out together . 

I think that's the best way. 

Lochhead just came in and I'll tell him about this . 

You might suggest that one question. 
Knoke about it and he said he didn ' t 
would need dollars in that much of a 
nevertheless, if they know that they 

You think it' s a nice gesture . 

I talked to 
think they 
burry. But 
can do it -

- than they a1gbt DOt reel that they •ve got to 
send gold over here to bave it available ror dollarl. 
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H.L! . Jr: 

II : 

H. IA. Jr: 

H: 

H. :J .Jr: 

II : 

il . :.t . Jr: 

li : 

-) -
All right. 

But otherwise -

I - I - I'll take your suggestion. 

All right. 

And I'll let - I 1ll let Lochhead work it out with 
Knoke. Is that all right? 

That 's first r ate. 

Thank you. 

Fine . Goodbye . 
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Operator: 

l:I.IJ.Jr: 

Operator: 

H./A . .., 
Cochran': 

H. td . Jr: 

C: 

H. ll. Jr: 

C: 

ll . :.l . Jr : 

C: 

H. ::A .Jr: 

C: 

a.:.t. Jr: 

C: 

H. !.I.Jr: 

C: 

C: 

Cochran . 

Hello . 

Go ahead . 

Hello? 

Yes, Cochran. 

Bello, Kr. Morgentbau. 

How are you? 

DecH ber 11, 1936 
12:56 P.K. 

Yes . This is quick service. 

Go ahead. 

I wanted to let you know in regard to the 111atter 
which we spoke about the other day . 

Yes 

' That our friend here is quite busy on all that. 
Be saw t he cablegram which went in yesterday 
probably . 

About his having lunch with t wo men? 

Yes, that ' s it. 

I saw that. 

Yes. Well, he anticipates that your neighbor ther e 
is going to take this thing up as soon as be comes 
back. 

Yes 

So be' s postponing a deci si on as t o whether he 
shall go on a tour over her e t or a holiday or 
come home on that buei ness . 

H.M.Jra Oh 

C: See? 
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l:l . li . Jr: 

C: 

H. Ji.Jr: 

C: 

H.M.Jr: 

C: 

H.r.t .Jr: 

C: 

H. II.Jr: 

C: 

H. !.l . Jr: 

C: 

H·•· Jr: 

C: 

H . !t. Jr: 

C: 

H. r.A .Jr: 

C: 

H.M.Jr: 

C: 

H. !A, Jrl 

C: 

R.K.Jr: 

- 2 -

I get )'OU o 

All right, tine . 

Is that - I mean he - be may come back over here? 

Yes, yes . 

Ab-h8 . 

Yay come back there even before Cbri staas . 

Well -

Get in touch with - with your neighbor . 

Well, on this side, you ' d be interested - ab -
the acting man over here, see? -

Yes 

- and myself are on the most friendly terms. 

Well , that- that ' s fine . 

And we get along beautifully . 

Yes 

And he- he doesn't - be was very much disturbed 
this morning . 

Beg pardon? 

Be was very much disturbed. 

Yes 

But nothing can happen until my neighbor comes 

I mean it's all -

What? 

It you aaw it, I don' t need to tell you that. 

What ' s that? 
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C: 

H. M.Jr: 

C: 

H. li.Jr: 

C: 

H. li.Jr: 

C: 

123 

- ) -
I S87 the tbiDC yesterday bad a lot ot mere •uccea­
tions -

Oh - oh, he's - they - they 1re getttns into - they ' re 
getting into a situation that ' s impossible . 

Absolutely, yes. And - well - I mean I don• t need 
to say any thins more, but I Just wanted you to 
know this . 

I understand. 

your plans accordingly . 

Well, I appreciate that. Our bond issue went very 
well . 

I saw that . Heavens, tog et money at that rate -

H. M. Jr: Yes. 

C: 

H.M.Jr: 

C: 

11 . 1.1. Jr: 

C: 

a . ..t.Jr: 

C: 

B. !.I.Jr: 

C: 

R. r.! .Jr: 

C: 

H.loi.Jr1 

C: 

Yes. It was seven ti.mes oversubscribed. 

Seven times over? 

Yes 

That's a 

The al~otment was 15 percent. 

Yes 

15 percent. 

Yes 

And seven times oversubscribed. As a mBtter of 
tact, we took - we actually had subscriptions for 
five billion, two hundred mil l ion. 

Is that so? 

Yes 

I was awfully clad to 1 et those publications wblcb 
you sent ae and upecially tbat Bepubl1co -
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I! . II .Jr: 

C: 

I! .M. Jr: 

C: 

l! .ll. Jr: 

C: 

H . ~· . Jr: 

C: 

H.:l. Jr: 

C: 

R.M. Jr: 

C: 

H.ll.Jr : 

C: 

B. lA.Jr: 

C: 

H.M. Jr: 

C: 

H.!.I.Jr: 

C: 

- 4 -

Yea 

- affair, which has been picked up very eagerlr 
over here by -r friends. 

I thought that something like that is - when you 
have something, it's useful for you to bave some­
thing to give thea. 

Oh yes, yes, I was very happy - and if you haYe 
half a dozen copies extra, I could still use tb ... 

Bow maey? 

Oh, six or oight. 

Sure. 

All right. 

I - I - I'll give you nine. 

Fine, fine . 

All right. I'll see that they go right away. 

I sent off in the mail today m:y story of the 
negotiations here. 

Oh really? 

It's real ancient history now, but still I 
finally got it worked up. 

Oh yes, that'll be Yery welcome . 

I've broken it at the third of October, and then 
will make a second one if you want it -

Fine. 

- on - on the - the voyages around on the technical 
operations . 

Yes 

I .. an aaka the one'tbe deYaluatlon, the aecoad ODI 
the cooperation. 
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H.M.Jr: 

C: 

H.M.Jr: 

C: 

H.M.Jr: 

C: 

H.!I. Jr: 

C: 

H. !.I . Jr : 

C: 

H.M. J'r : 

- ' -
All. ri&ht, 

l>o I'll get tbat ott 1n a tew dQ'a. 

All. right. 

I'm going to Basel thia week-end. 

Good . 

I'll go down tomorrow night and I ' ll be back Tue~d117 . 

All. right. 

Fine. 

Thank you. 

Good night. 

Good night. 
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u GRAY 
1~ 

Oanan (Put .Ur) 

Dated Decser 11, 1;3e 

Secretary or State 

Waahington 

Rec'd 9 :15 ..... . 

511, December 11 , ll p ,m, 

Constlate 1 s 479, November 24, 4 p.m. 

14th 

The Secretar iat hae publiebed an advance extract 

from the Financial Committee'a report on ita current 

seeeion comprising that portion or the report which deale 

with tbe last Assembly's diacueaiona on monetary quea­

tiona . The extract reads ae follows: ''The COIIIDittee 

baa considered the argument advanced by the representatives 

ot certain states in the d1acuaa1ons of the Second Com-

m1ttee of the Assembly that a eettlement of fOreign debte 

wee a necessary preliminary to a de-control or exchange. 

In fact , the weight or the service or foreign debte bae 

been considerably r educed 1n recent years by periodical 

~rrangements and b)' the devaluation of the currenc1ee of 

a number ot creditor atatea , But many of the exletlna 

arr angements hove been mode tor o duration of not more 

thon twelve months , It there ore coaea where 

monetary a.uthor1t1ea ore prevented from taking meoaure1 

to liberate their exchm13e• becauee of the coneequent un­

certainty na to tbe aount tbDt m11,7 h'l't'B to be troneterred 

tor debt aerv1 oe, tbeo 1 t JUIJ' well be to tbe od't'Giltose ot 
deb till' 
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delltor and creditor alike were orrq•ent s ot aaaewlult 

loaser duratlen to be concluded. 

127 

The Comalttee do~ • n~ euaaeat that auch a solutiOD 

e ould 'be appropriate to all clouo a or debts; it might be 

uneutted t o trozen oomaoralol eredlta which, na trnde 

improvea, ebould b e outomot1coll7 reabsor bed. 

Wer-e arrona-n ts ot a longer Glu•ation renchod it 

11 l.aport:-.nt tho.t \he debtor atotoa e hould n d; to rgot the 

ulUaote ob]e ct et tok1BS • oaur•• to relo:z exchange con­

trol. 'l'llere t:Ould indeed bt on ftddi t1onol 1Dduce111ent to 

creditors to en tar into aueh osree~D.enta, lt i t were the 

case tllll t , after t he eonolualon or tuch og~e11111enta, 

dalltOf'a would ollow sran tGt> treodOnl ot trnde by relt~Jting 

e~rrency rcstr1ct1ona. 

The Ceaalttee 1• tully awar e tbo t the augsestio~ 

t t h '1a mode nbove rela te te bll' oae ltllll 1n the aonerol 

comple :z ot proltlema tb."'l remaill t~r aolutlon . *r• 

guaero.l. l .. uae tsave ol rooq llaeo deo.l.t with 1n tte t'eporta 

11.114 these er th• ]!oonomU ¢.-1 \tae whlbb were laid b e fore 

the Ae seably i n l 9S5 aBd ltl'· Its tmaodiote oblaet 11 

ooattaeA to 1nd1oot1a& a elasle p~tll• o11 whJ.e!l prosre•• 

m1&ht poealbly be ~h1eve4 tD \ae poltCJ 1111ttated b7 

tho joint declaration 111 September, l ett. 

on the 'broaAer '"n"-CIII• tile ~ttee would 11154 

two GbaervotlaDI enl7• Plret, altllw&ll U •q 'lie 11Av11• 

<tble to conclude longer tenD debt orrt~n&•ellta, when 

preaont 
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u - 3- #511, Dec . 11, ll p.m. f'toom Gonevo 

pruent lll'l'..,..U\1 are ellewn to 'ile Nl o'ilehelG to tllle 

r• o1'1ll. ot e:rekaaae relltrlcthu, lt h cleor thr.t tllo 

molt etteethe ,.cttOD to 'Ulb •d would be a senerol 

me4tt1eatton--e•pectellJ •r *Yedltor •t•t••--ot the 

preeeat pol10J' et ~er•111 JNIWlGtlo:D.e tbroush quotae 

a!ld pPohlbltl'fa hzo!tr.. a.ee!IQJ, 'IIIU• escbange oont:rol 

.. ,. 1u eertatn etrou.at&Ooe e ~ ~,ererllJ unavoidable 

ae a Iaten .. eg61:a1t ·~\tal ft&.lll", lh oe11.eo~aa.ee 111 

ha"nlperl .. the noree1 tna.ttena a4 pc.th ot tl'84o 

l>eeo• ae.rl~llJ' a.&iJ'&Ve\4;4 ;beel 'e t e •~loyed •• u 

S:Rn<e\JIIftt o t ,.,.......ct..:l pd!.Oof iAa~ead -ot ~til or 

•-!"del tTeoUee. ao 1.~ u e~hii.IIS• J'Oitrtetto• ill 

U:'J t'om are tn terao., '*IIIlo _.dl\ aeeeeearJ tu \he oOII• 

6w.ct of 11lt•na tt.o&l 'rade 'llU. ~~ netrt.e•e4; tor u 

cr..S.Uor, bnner ed~ lab> to•n10 d•top ~ 'ile, ot.D 

rel7 • 1Mla& tela. :,t.t "• _.elllll& llo-.Jlt, •8'1••• tile 

1"-: o1 ereti ' • ..... ladr Qere lJ,. r.. clue liPa-lJ to 

-poUUeel Bllde\J. '!be prOT14U• ot a4eoca .. te eN«lt 

t .. Utu .. 11 t!:W'eh- r a llbal' • pelUlcal tlllaa • 

tu.ead al pretl U.". 

U 4leeuetac ~rt• X.O.-e&IIJ .a4 a .. tO""S •'--' tMit 

pl.aee .. •ble ,_,,.,, &lli '*' ~"~ '~ to14- \hi* 

wMJ.e .. Udl-.!1 Pl .c••-ta .... .-4e .... 11 wo.ld 

lndl cato a•nr-t , .. tu ... "' ......... w..\s.f' ·~" ..... 

th17 regard the report which caretullJ e.xpreuu tM 

general view oa ot detla\te 1ntereat . 

GILB!Rr 
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Deo•llv 11, 19!8. 

The Ao•iDI Beore•arr of lta•e preeente h t e 

c011p11•nte t o the Honorable the leoretary of the 

Treaeury and eDCloe .. f1Ye oop1 .. of parapbraee of 

telecna Jo. 13315 of DeoeMer 10, 19!8, ho. •he 

~loan Dlb& .. y, P&r1e, 1D wh1oh AM&eea4or llllll1U 

report. a c OJWveaUoa wh1oh he had with the P'l'ellOh 

Jl1n1ehr of J'illaDoe Deo•bv 10 , 19S8, r&p.l'diq the 

rrenoh debt t o the United ltatee. 

1Do1oeuree; 
15 oop1ee, parapbraee of 
J o. 1835! Deo•ber 10, 193&, 
hOII PUle. 
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PAJU.PIR4 U or !II·-'' uain1 

JBOK: .U.l-.a ...... .,._,Pule, ftuee 

Dl'l'J:; Dao•ber lO, 19M, a P••• 

10.' 13115. 

'fOd&J' I U4 l.wloh with Blua ud Auriol. !he 

130 

latter .. t forth hll ide&e oonoern1Dg the ftaola debt to 

tu UnUecl States. II&YlJI& ouefUll.r e:mataecl the flpree, 

he •U., he U4 cleolclecl the &aouah &lreadf cle~ultecl &114 

tu uou11.te clue uncter the debt ac:ree-t were ao great 

that the ~&Doe of pa,..ch woulcl be gr&Yelr upeet if thef 

were paid at tbl pr .. ell1i tlH. It was also oerta1D that 

i f he and the Pr•Ur ehou.ld aUe111pt t o p&J' the clefaul.t ecl 

arresre anct the t netall.Milt clue &Del paf&ble oD Oeo.-ber 1!5 

they would be Yotecl apilla1i b)' the Ch&aber of DepuUee and 

t he senate . 

He said, howeYer, &114 Blua Docldecl a sset, that he ancl 

Blua were extr .. el)' anxtoue to work ou1i a debt eettl ... nt 

&Del bacl cleoidecl that they wou.lcl ,..ke on Deo•ber 15 a 

foraal &DJ&OUDO•at 1n41oaU~~g this ctee1re. 

He oonUnued that he c ould ee llO bu1e of eettl-t 

Wlles e the European debtors llboulcl 1-..p t heir oblipUODe 

topther &Del .ue a j out offer t o til Un1 ted aut... Be 

hopecl he ooulcl pt the aODey for the payaeDte to the Uu1tecl 

States by eeYeral different Mthocle, of wblola the ftret 

woul4 be a ta.x • exporh to tbl 'Oaitecl Stat .. , Ulcl the 

eeooll4 woal4 be •• extn tnereet oll&rp • &aJ loeae _.. 

te 

Regraded Uclassified



• 131 

-a-

h J:urop-.n o0Wltr1ee, but lle 1&14 tb&t t.t woul4 be poealble 

to dwhe •nr aore aetllocla wh1oh would aot up .. t the bal­

ance of pa,..ate. 

Beyoa4 etatlq tl:at we did not relleh the 1d• of JN"1q 

all our de~ora 1a oae boat I ellpreeae4 no op1a1oa u to 

Auriol' • general pro3eot. I aeted hia to plea•• lteep 1a 

a1Dd that the OOilgl'eee of tbe tJD1ted 8t&te1 would entirely 

control any new debt aattl-nt aDd that at the pre_, 

Uae the Oongre88 1e oppoeed to uy alteration of the 

present rrenob-.laer1oan debt asraeaent. 

Auriol •14 that he 1e aoo11. going to ooneult Ven 

Zealan4 regarding the 1de&e he hae 1n llind ae Bru88ele 

hae 1Dforae4 Ilia that van zeeland 18 worlt1q on a pro3eot 

e1a1lar t o hie own. 

BOLLift. 

El:J'LaLft 
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B.li . Jr: 

Oper at or: 

Jl . J~ .Jr: 

Harrison: 

H.!I!.Jr : 

Harrison: 

H. li . Jr: 

Harrison: 

li • ..I.Jr: 

H: 

ll . li . Jr: 

H: 

!I .U. Jr: 

H: 

B.li.Jr : 

B: 

H. M.Jr: 

II: 

H.tl.Jr: 

H: 

Bello. 

Governor Harrison. 

Hello? 

Hello, Henry. 

How are you? 

Decnber 11, 19.)6 
11:0) A.M. 

Well, I 1m - I 1m getting a l ong, thank you. 

Good. 

llucb better. My voice is still erratic, but 
otherwise I'm all right. 

Well, are you - but only your voice, though? 

Yes, only my voice. (Laughs) 

Vlha t? 

132 

That's a grea t handicap to me, who likes to talk. 

Well - George, have you seen Cable 19 from Bern, 
December 10? On this question of gold, )00 mill ion 
gold, Swiss francs? 

From Bern? 

Yes 

Well, it Just came ecroes my desk now. 

Have you bad time to think about it? 

llo, I have not. I was going to send to Knoke what 
it - what it meant. 

*ould you mind doing it, then calling me back? 

Yes sir, l'~l do that. I Just - I Just bad it a 
few ainutes aco, looked at it, made a note to oall 
ltnoll:e, but f'• tal::.king with Burcesa at tha -•at 
aad I ha"fea t had a chaliCe to aee hia. 
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H.M.Jr: 

H: 

R.M.Jr: 

H: 

H.J.Jr: 

H: 

H. >l.Jr: 

H: 

H. li.Jr: 

ll : 

H. IJ,Jr: 

H: 

!!.M. J r: 

H: 

n . ll.Jr: 

H: 

H.M.Jr: 

H: 

133 

- 2 -

Well, suppoainc r ou call h1a and as soon a s rou••• 
got an i dea giYe ~e a ring. 

All right, I'll do that . 

How does Burgess like my 15 percent? 

Like your what? 

The allotment. You say Burgess is there with you? 

(Talks to Burgess) He says it' s fine . He wants 
to talk to you about it. 

Right now? 

Well, if you've got a minute. 

Sure, I got nothing but time. 

(Laughs) How are you reeling? 

Oh, I•m in a grand humor. Ah- I ' m not going to 
let these Washingtonians get me, if you know what 
I mean. 

Well, is there any -

I mean - oh no, it•s all. - just this morning there 
was a lot or fussing and people - you know, the 
regular old thing - this person trying to take 
advantage of this, that aDd the other thing, and 
I happened to come out on top or a 

(Laughs) 

No, but I mean this - you know Washington. I don't 

But there ' s always - not what ' s best tor tbe Govern­
ment but what's beat tor the individual head of 
some agency . 

Well, there' a a lot ot that and there a.lwqa baa 
been and there al•l.f• will be. 
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H.!I.Jr: 

p: 

H.ll.Jr: 

Burgess: 

H:li.Jr: 

B: 

B. l.t .Jr: 

B: 

!l . 'l.Jr: 

B: 

H.!I .Jr: 

B: 

B.li.Jr: 

B: 

H.!l.Jrl 

B: 

H.tl.Jr: 

B: 

B.lt, .Tr: 

_,_ 

I auppoae ao. 
All rl&ht. Well, HCU'J, bere•a Bwc••• - aJI4 I'll 
call you back. 

Right. 

liello, air. 

Hello, Burcess. 

They liked the allotment. As a utter or tact, 
1t1 s just what they W!re expectinc, what they •r• 
estiaatinl on Monday ~laughs). 

On llonday? 

Yes . 

Bow do you mean? 

So atter wanderinc this way and that, t hey come 
back to the oric1nal t igure. 

The 15? 

Yes 

And letting the tellow - ab - in - ah - up to 
one thousand . 

Well, I'll Tery &lad you did that ~selt, becauae 
I•ve had a little conscience about that. And I'•• 
had, since talkiDI to you last, a nlaber or coee­
baclts on the aaall subscriptions, where they 
couldn't take s aTin&• bonds because they had to 
have a coupon or -

Yes 

- trust indenture -

Yea 
- tor tbe beMtlt ot a ll1DOl' &Jill tbat aort ot ' tliWII• 

Yea, but ua1a ••n• tbat tbe teUowJMaor1W W 

t6600, ~-
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H. 'd.Jr: 

B: 

!l .M.Jr: 

B: 

H.:.t . Jr: 

B: 

H. J. Jr: 

B: 

d. 'A. Jr: 

B: 

H.M.Jr: 

B: 

d. :i.Jr: 

B: 

il . li. Jr: 

B: 

H. '.!.Jr: 

B: 

li . ',!.Jr: 

B: 

H. 'J.Jr: 
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- will get a thousand dollars. 

Well, that's all right. 

Vlhat? 

I think that ' s ~11 right. 

l..lon• t you think so? 

Sure, that ' s all right, absolutely . 

And - I don't know whether they gave you the 
f igures, but this amounted to a litt le over three 
billion dollars. 

Ah-ha . 

And if we Rent up to five thousand, it would have 
been over seventy million dollars. 

Is that so? 

Yes 

Ah-ha . 

Tney blamed the -

- thousand ' s right, that's the r i ght figure . 

?/ell, if we ' d have taken the five thousa!ld, it would 
have meant that they would owe us somewhere -
seventy, seventy-five Million dollars. 

Well , I don ' t think you could after having announced 
that you•re -

No 

- not giving a preferred 

No, but i f you talk to the Pres i dent - I mean t her e ' s 
the - ·t hat ' s the explanati on. 

Yes, ;res . 

But the other t hins amounted t o about three b1ll1oD two, 
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B: 

<l .:J .Jr: 

B: 

H. A.Jr : 

l> : 

Jl . \I .Jr: 

B: 

ll . lJ . Jr: 

B: 

H. 'd. Jr: 

B: 

H.:l. Jr: 

B: 

ll . I~.Jr : 

B: 

H. 'i,Jr: 

B: 

H.U. Jr: 

- 5 -

giving everybod7 a thouaand dollars. 

Well, that's very fair, I think, and the richt 
thing to do . 

Yes, I think so. 

I wa s very much pleased about it. 

I think so. 

138 

Now, your market today is all r ight. It' s just 
under 101, and ther e are very few bonds available . 

Yes 

I hesitate a little bit to be b~ing today because 
there are some - some of these free r i ders who want 
to get out and I hate t o give them a good price t o 
get out on. 

Oh 

If it - i f it really starts slipping a little, I 
think it' s all right. They were going to have one 
problem her e -

Yes 

- I was just talking with George about. 

Yes 

There are going to be times when you want to buy 
for investment when the System ought not to be bQJing 
with you, I think. 

Yes 

And we're going to have to watch for those t i mes, I 
think, and 

Well, wben that time comes let me know. 

All rieht. We -

Ab - I tell you, Burgess, with this thine abroad, I'd 
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B: 

fl .M.Jr: 

B: 

li.li .Jr: 

B: 

il . !l.Jr: 

B: 

l!. lA. Jr: 

6: 

H. ~1 . Jr: 

B: 

H. loi .Jr: 

B: 

il . 'L Jr: 

B: 

d. tt.Jr: 

S: 

R. :A.Jr: 

B: 

- 6 -

Just as leaYe I continue today and ta.orrow -
aeyth1ng UDder par, I•d l1ie to bllf bonds. 

All right. 

Now, 1f:you people don't want to Join me, that's 
all right. 

Well, we 111 do it f or your account then. 

llhat ' s that? 

We 1ll do it for your account this tille . 

137 

Well, for t oday and tomorrow, you do it for ae. 

All right, unless it ~ets to be - 11' it gets to 
really slide, then we d co111e in on our principal. 

If you get to what? 

I f it becomes e question of control of a - of a 
market really slipping under us, -

Well -

- then we'd go in and help you, but otherwise 
we 1ll bllf it for :you. 

We have unlimited funds to i nvest for Postel SaYings . 

Yes, I know and 11' - every time we go in, we - we 
limit the amount you can get, of course. 

llo , I - I ' d take - well, if - there won't be any­
thing like a hundred million doll ars, but I'll take 
any amount - I ' ll give it this way , for today and 
tomorrow twenty-five million dollars for the new 
bonds et under par . 

O.K. 

Twenty-five million today and tomorrow . 

Very good. 

!lew bonde under par • And that 1 a -

Yep. 
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H.W.Jr: 

B: 

H.M.Jr: 

B: 

H. lol . Jr: 

B: 

H.!I.Jr: 

B: 

H.:J .Jr: 

B: 

H.!.I .Jr: 

B: 

H.li. Jr: 

B: 

ri . :A . Jr: 

B: 

R. lol . Jr: 

B: 

B. LI . Jr: 

B: 

H.M.Jr: 

B: 

ii . !.I.Jr: 

B: 

- 7 -

And :you people, a a I take it, want to a tq out. 

All right. 

Is that right - i a that your wish? 

That's Just right. 

For today and toaorrow. 

Xes, :yes, under 101 . 

Yes 

Yes 

O.K. 

I think that ' s fine. 

Yes . Thank you. 

131 

And I'll pass word on to Marriner so he 'll under­
stand it. 

All right. 

First rate. 

But tell Marriner, please -

Yes, I will. 

- that this was :your suggestion. 

Otherwise, we 1ll bave a war. 

No, please tell him this was your suggestion. 

Oh yes, of course I will. 

Not mine, because -

Yes 

Right? 

(Laughs) 
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I! • .J . J r: 

B: 

B: 

R. ll . J r : 

B: 

. Ut 

- 8 -

No, I aean I - I'• aerloua about tbat. 

Well, I •• too. I think tbat's - thlt's of oourae 
right, yes . 

And if there's any - 1f he - lf you hive cllanaed, 
let me know. 

All right, if he doesn't agree to that, I'll let 
you know. 

Think you. 

Very good . 
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Pol' the Seore!!arzr 

llro Boolea oall.ecl .. OD the telopbODe late 'P•tezodaJ 

a1'ternoon to ••rU'J tho change 1n t illle ot ••tin& ot Ule 

leDCI.in8 ageno7 hea4a traa Wedne~ to beada7, Ul4 h 

aa1 that he prob&bl7 YOUld be unable to attudo Be aabd *)- he 

wu wanted at the lell41n& oOIIIIIIit'tee -•tin&, aD& I e.Jpla1M4 _., 

1t •a• beoauee ot the 1Ddlatr1.al loana that the reaeno beDb 

aake • 

Be went OD then to dbouae (a) the qu .. tiOD ot ac.e 

reorganisation ot the banldna apnoiea ot the Pederal 

Oovel'lllllent, Ul4 (b) aterUisat1on ot tuture aoqu1a1t10Da ot / 

«old. 

With reapeot to the tirat -tter he rertnecl •~ ot 

the .... Sl'cnmd that he had oonred earlier 1n tbe da7 1a tu 

telephone oonwereat1on with the Secretar,., ezpletntns thet all 

he would be able t o do at the Kollda7 ••tin& would be br1ns f•w-"""' 
e011e lllinor ... ,.,._ta to the a .. ene .lot, not bein& able at 

all to diaouu ideu ftiOh he hu 1n a1Dd tor the elW..U• 

ot the ottioe ot the Cc.ptroller ot the curreno1 u4 Clbupa 

1n the PDIC ••t-ap beoauae ot the preaaoe ot o•eonnor u4 

Crowle,. et the qcl01e8 inYolTecl 1Ja 11M plaao Be aaid t.llat tba 

Prea1dellt ba4 requatecl ~t he u4 tbl 8eoretu7 •tadr 

HOI'pD'saUOD poa.S.b1Ut1eao !1M Prea14•11 MalA :baft uW 

Crow1e,. to ..- auoh a atlud7, u e..U !laTe aab4 o•c_. M 

.a nab a • ....,, 'lid 1M 4S.ta•t; do •1- ot ~·• t!b'np, lao 

••ad ••loa ... ... -- ,. -- 111. 
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•· Boolo• -nt • to MJ' that bo t;btnn 1\ Y1\all.7 

~t t;hat an oft'an 'bo -.do to ••t tho b•nk'DI 81•'­

up on a •OWI4 'bu18. I 8UII••tod that ho pr .. ont hl• plan 

t o 'laylOl' and •• on 8aturda7 afternoon or SUndaJ', llll4 bo roq to 

bri.Dg it up llond&7 tor 4hou .. lon, but ho thought 1\ -u 

not bo pertootod 1D that tbao. In any event ho 1a umrilliJlC 

t o talk about it with O•CoDDor pr .. ont. I uko4 him lt bo 

thought wo ooul4 gat a •7 ouoh plan through tho CoDgi'081, and hl• 

. r oplJ wad that wo ought at lea•t t o tl')'• Bo oontlnuod tbat ho 

ia not lntoroatod 1D a routlno adalniatratiYO job and unloaa ho 

can got aoae real oonatruotl'Yo thlnga aoo01q>llohod ho Will bo 

lncllnod t o J 10l4 t o hla prlYate lntoruta whloh aru proaaln& tor 

hla rotuzon t o Utah. Bo ia road)' t o quit unloaa thoro io •­

ohanco t or getting hla program adopted. 

Be aako4 1110 it I 4i4 not agree that aoaoono other tba.D 

tho agoncloa lntoroatod ahoul4 &tu4J out a pr ograa tor 

conaolAd&tlon ot banking -aencioa. I ropllod that per~~· 

tho moat aatiatactol')' th1Dg would bo t o b&Yo •- agono7 

outs ide tho GoverDIIIont 811111lar to tho Proai4ent•a Oa.mittoo en 

Adm1D1atrat1n Organlsatlon 4o tho j ob . Be thCIQ3ht tb8J nro 

not outtlcleldl7 taalllar with tile a1 tv.atlon. I then tol4 h1m 

that of oourao tho Podorol. B•••n• waa aloo an lntoroat .. 

ageno7, and tor that •tter tho 'l'l'eUUl'J', and porhapa lt waa 

u improper tor h1.a an4 tho SoorotorJ to 4o thla •• tor tho 

othora to bo lnolu4o4, H1a roplJ' waa that tbo Proald.ont vuu 

h1m and tho soorot&l')' and ba4 aUod tlMa to 4o it. 

b oloao that .U.ov.aal• I tol4 b1a -. or loa• .taootloual-7 

• 
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that when he &D4 Ran8oa and Ta7lor &D4 I get t oaether I &ball 

put torward a plan UDder wh10h the '1'rea11111'7 would take OYer 

the Federal Re .. ne, aDd that I would ha'Ye no hee1t&DOJ about 

do1ng it 1n hie pr .. ence. .u a utter ot t act, I aaid I thclla8ht 

I Jdght uke auOh a propoaal on Monda7 to aake 1t eaaier t or 

b1m to make a counter p%'0poaal. t hat the Pederal. Re .. ne take o'Y&r 

whatever 1t 1a the7 want. Ot ocuraa he !mew I had no auOh 

intention. 

Turn1Dg than t o the matter ot ater1lhation ot gold, 

llr. Bcclea referred t o the -oran4ua whiOh he ~ g1Yan the 

Secretary earlier in the da7, and aaked it I had aaen it. I 

told h1lll that while I !mew auOh a aaorandum had been 

presented, I had not read it. He thw diacuaaed what ia 

probabl7 contained 1n tha. memorandum. 

Kr. Bcclea aaid that he could not agree to the 'l'rea11111'7 

propoaal u leea it were dat'initel7 underatood that ita 

operati on would be autaaatic and contiauoua and onl7 abandoned 

attar their appronl had been .. cured. I t old h1m that i t 

aeemed t o meeYe1"7one had been agreed on Tueada7 that it 

would be automatic and continu~a, 'tNt that t h e '1'rea8U1"7 

wu atill on a twen*J tour hour b&aia and that tbtre cCIIU.l.d ba 

no co..ttaant t o 1ndet1Dite pa*auit of &D7 pG'tioular idea. 

U. aaid that the preaant pro.,oaal waa 801'e .tw:d-tal tbaD 

a good uny th1nga and waa aOidthins t o wh10h the twentJ-foar 

hourm polio7 could not attaOh. It I'Wl8 too deep tar that. 

Regraded Uclassified



Tho CoiiCI'••• hu s1Yo tbe hd.-1 Roaono tbe dll~ ot 

rogul.ati.DI the daeatlo ooon~. It hu not uaed QP tho 

powera tbet it baa. at-oan the !'reaeuJ'7 ezpla1D to tbe 

CoD81' .. • and tbe pllblio an iD.Oreaao in tbe pu.blio debt to 

do the job that wu giYn tho Podol"&l. Roaeno to 4oJ ID 

any event .tlat 1a tho need tor bllzory, he aaid. Tho 

immediate probl .. ot tho Treaaury --- untrooaing tho sol4 in 

the working balanoo ot the Stabilisation PunS --- oan be 

taken care ot aa horetotoro, by depoaiting gp1d oerti!ioatoo. 

True enousJ:!., that further inoroaaoa exoeaa reoonoa, bllt 

f2 bUUon l500 aillion 1a no aore &1&ra1ng than til billion 

•oo llillion. 

I auggeato4 that the TreL~~ury waa advanoina thio 

augg .. tion 1n the bel1ot that it would be helpful to the 

Federal Reaeno aDd pleaa1ng to th... He Iliad 7ea, but 

how can tho Ped.-1 ReaerYe aak u o to belp when th.,. han 

not uaed all ot their own powora. It 1a a queatiOD ot 

timing. Wh7 not wait until tbe7 haYo raiaed roaoMo 

requ1r .. enta, and than it tight not be neceaaar.,.. I 

auggeated that it it were noceuar.,., there would bo tho •-• 

objection that th07 had not uaed up ~1 their powora 1n 

that tho7 had not aold their portfolio. He replied that 

that wu 41tteront, aDd that tbo7 wCIU14 not object to ov.r 

helping out at that otago. I wgoated that they tiFt uk 

Consr••• tor additional power to raiao reaeryoa, bllt he 

aaid not. I then aoll:ed 1t he planned to aak tor tho rilbt 

too 1aauo debODturoo &Jill borrow direct troa tbe aarll:ot. .. 
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pointed out, thoro naYar would 001110 a tlma when the R .. ono 

S7atem had uaod up all ita powera and ao there nft'al' woul4 eo• 

a tlme when the7 waa any nocoaalt,. to aak the help ot tbo 

Tr8a81U'f 1n ottaott1ng s old lmporta. With that he asread, and 

aa1d that it waa a central banld.ns tw.tion ~· 

He wondered how tar the Treuury would so 1n inoreaalJI& 

debt t o ottaet roaene lncreaae. SUppooo it ia neoeaa&1'7 to 

borrow two or three b i llion tar that purpoae, aDd auppoao 

t he ahort terM lntereat rata riaea ao that it ia coatlns ua 

a good deal, and auppoae the sold lntlow lnoreaaea •••n ao, 

'11'111 the TreaiJ\11'7 at aome tuture date abandon ita prosram and 

duDip t he whole reapozaibil.ity to:r dalleatcl credit oonditioza 

back on the Federal Raaarvea Why ahould the Federal Reaarva 

aak the Trea&U17 to do aomething it can do itaelt, eapaclall y 

when it baa been glno. the duty aDd reaponalbility tar dolns itf 

They ahould either aak COJ181'••• to deal with it, By God, 

through the iaauance ot debenture& 1t neceaaary, or tba Whole 

duty and reaponalbllity ehould be transferred to the Tr•..ul'J• 

Power ia bound t o a oYe 1n one direction or the other. It ia 

all ript t o talk about cooperation and conoard, but •- day 

1n all probab6l1ty the Federal Raaerva wlll want to tll)lt& 

money and o.adit and the Traawry wlll DOt wuat to, or Yioa ·-· 

'rho Tra&IJ\11'7, ll.e add, ha8 been at•en Ill tharlt,. to ba:r 

gold ta liMp the u ·ohenpa .atabla and baa DO reapcmaib1l1ty ,_. 

ezcaaa raaenaa at &1.1, or tat.' the doalaatlo ••~· !1W 
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propoaal 11ow \11140' OODaidft'&t1011 haa to do wholl.J' nth a 

tunction ot catral bclldq. "" public &lid the CODCI'• .. wUl 

not underatalld or appron. At leut -u until the 

StabUiution Fund baa been renewed, ao aa not to oollplicate 

that iaaue. 

Mr. Ecclea aaid that he realised t1le Trea1111r7 oould do tibia 

without aald.ng th•, but that 1D that cue it woal.d be dou 

wi t hout their ap~. He aaked why we didn•t do the aue 

t hing with ailver, at 11h1oh , with merry laughter I t old h1m 

not t o ooni'Uae the illaue with that red harrina• 

I tol d Jlr. Eoolea that laet Tuesday I bad written a 

memorandum t o IIIJialt predictina that he would object t o the 

pr oposal t or the very reaaona he 1a now a4vancin8• He said 

t hat proved t o h1m he 1a right, beaauae that waa evidence that 

I would take the s ame poaition 1t I were he. I tol d hilll not 

at al l, but rather it waa becauae I knew hia a1nd ao .. 11• 

and the attitude• ot central b&Dlalra saeral}1. 

Our whol' converaation wu pleaaant, aDd there aee.ed 

no blt terneaa or over-critical at t itude on h1a part toward 

t he Trea1111r7 --- rather were we atte~~~Ptina th Ullnk the 

whol e thiDa through by makin8 pointe back and f orth on both aidea. 

Upt 

On OM thin& I IJU .. aed YrOII&o I tbo11abt Bcol.. wOilld 

favor our propoaal aa a help 1D reductnc tba flow of foreisD 

tlmda t o th1a oount17o Iutead be thtnka it woal.d M""ar tbe 

adoptiOD ot 'llbat be reprcl8 .. tba OD17 80und aoluUGD -

a-. t- ot tazatiOD ot toreip tllDda 11h1ob ooae bereo 
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.u a ruult ot the Eoolea ••or&D4\III ot 'l'hured&J, I 
want to go on record: 

1. The Treaeur, ahould not oonaent to hia inaiatenoe 
that the proposal be autc.atic and oontinuoua and onl7 
terainable or changed with approval ot the Federal 
Reserve Board. 

2. The TreasurJ should not OOMent to h1l 1na1atenoe 
that we agree now that when gold begina to now out we will 
buJ billa t o the amount ot sterilized gold and to that 
amount Onl.J • (When gold goea out it may be a very bad time 
to buy billa and put 1110re aoney 1n the aarket.) 
:5. I am atrengtbened 1n JJq belie! that if and C.n we 
put our p#Poa&l into ett'eot, we do it d1reot17 Uld not 
through the Stabilization Fluid. Por two reuona : will 

(a ) It/have leaa ot the character ot' central 
banking. 

(b) It - '1 look a little tar-t'atliiiM. to ._. tor 
the St.llilisation t'Un4 t o buy DMt1741Ded 
dc:.eatio gold and aeooD4az7 aol4 tor the parpoae 
ot regulating the t'Oil'eign uoh&nge value ot 
the dollar. JlloreOftll', it the .:.tab1lisation Plm4 
were enr tru.tel"l'ed wt ot the 'freu\11'7, it 
&houl4 not 0&r1'7 with it the ,_.r to pa:robaN 
~at1o pld. 
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•• There ~ •- reaaon ror hurrJ, 'beoauae the aOOIIU n 

l•sin to accumulate a aupplJ or ateriliaed gold, tbe 

aore we will ha?e to take oara ot an outward -••nt 

without atteotin& bank reaer?ea. 

BUT 

5. Since the Federal Reaerve teela that exceaa reaenea 

are i te reapo1111ibUi tJ and not the Treasury 1 1, and 

since it teels that domeatio credit oondit1ona are ita 

respoiUiibtlitJ and not the Treaaury• e, and 

since we can aol?e o.r immedia t e probl .. ot untreea1Dg 

t he gold 1n the StabUization Fund working balance 

without th1a action (e•m thougb 1n the prooe .. exceu 

reaervea are increased) ------

A B D 

Even though I think the ~ecret&rJ ia right and Bcolea 

wrong, 

I th1.Jik we ougbt to be nry al ow about taking an action 

with whioh thiJ' are 1n d1sagl'ement. 

We 111ght auageat that th17 •uae up their power• bJ 

ra1a1n& r .. ene requ1reaumta at once, or •"7 a&rlJ 1n 

J~ anJW&J, aD4 ~ their ll&in objection-- that W 

t1m1Dg --- would d1aNJPe&r• 

3 
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TltEASUitY DEPARTMENT 

INTD OPPIQ COMIIUNICATtON 

llr. hrl<er req,.e\414 u appoiJitaat wUh llr. Ollpbut w 4hcnue 

tax rnhion procr- for 19)7. lleeUnc ,... hal4 1D llr. OUpbut'e of­

nee Dec•ber 11, 19)6 - Thoee preeeDt wrea llr. Paztcer of \be .Tola\ 

Ooaoittee on lDterul bnllue hs&Uoa: llr. Olipbut u4 llr. Kent of 

the Office of the Clueral Oolllleel; llr. Iucker u4 llr. 11aaa of the 

DiviaiOD of lleMUeh u4 llt&UeUce. 

llr. Pan:.r pre-ted for 41ecu.e1oD a eerieo of tentathe propo l&le 

!or tax rnioion, the wbet&DCo of llh1cb ,... w be 1DcluU4 1a bh rwport 

to tho Joint Oo..tttM. !be •ttere oone14&red iJI'I'Ol't'ICI. poelible rerleloa 

of the UDdhtributed profih tax 8114 , 1a e441Uoa, euc&~oUODI for cbupe 

i n eert&ln of the ahoallueoua taue. 

'!'be priDcip&l lt- pre-ted liT llr. Parl<er ftrl &I followol 

(1) llnidoD w be -.I.e 1D t hl 1 41'f14u4 cred1t1 pro'fieioD wbiob 

""uld ban for He JIUI»> .. the crutlDg of e441t1oD&l relief troa the ~ 

plication of the UDdletributed profiie tax 1D oaeee of ber4obj.p. lle t.bo4a 

flUGeeote4 b;y llr. hrl<er Wlrll 

(a) oro exe.pt the ea&ll eaniDC corporaUon f$5,000 w 

$10,000) , fro& the applioaUoa of the UDdhtributed 

protih taz. 

(b) oro allow 41n 4u4 oredU w oonr fi.zl4 41bt-pepct 

requi .... IDh . 

(c) to allow 41 'fid.l&4 ore41t w oonr a:peii4Hur11 for 

-leu'T aplllleiOJI. 

(4) to allow ~&1 41'f141D4 ore41t for the tiret f"" 

;re&n W Dftl.T orpnhed OOrpol'&UODI. 

(e) to M,fut u.. proneillll dMltac ri\h &l~e 

41nd.l&4 ored.U 1a -· u..olnac oontraoh &o\ 

w pq 41'f141&4a. 
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(t) ~ ..a - • •'eJ lftftdoa .. ., ..... 

\o ... x"el WtoU ool'pOaUou. 

(&) !II aUn a .,..w U"ftt.l o...U\ \II anv 

.,., .. t.A ....u~•• wUia .. .,.., .. 

la\ONa\ oa-..&. .... 4.t"ftt.la oa 111111'., 

pre1'ene4 ...... 

149..._ 

(2) ftatu\o17 rnidoa of tlle ool'pOraUoa 1Aaaa1 \az \o OOftl' 

apeoial ai~Uoaa aridlle '- e'a'nh\NUn 41fflcra1Uea .... '­

appareat 1uqu1u ... 

(a) 

(b) 

(c) 

(4) 

( e) 

(t) 

.llilliData the $2,000 oapital loaa UaitaUoa 

for pal'POMI of tlle 111141atrilNt1114 proftb tez 

olllT. 

bawre a ut lo .. O&I'J7'0ftr \o oonr opel'­

atlac lo-• natat .... for a prior per1o4 of 

two or \!arM ~· - thh w IIPPl7 oll17 1a 

utera1li&UoD of the booM IIUIIJeot \o t1ae 

11111liltributlll4 prof1h '-· 

CoDaibr tlle probl• arialac 1a oo,._UoD 

w1\h the pQ~~Dt of all udhtribu\1114 prof1h 

tez oa all -=t whioh h ob• 114 ae 1aooM 

'117 w1rtue of a fore! '1'811111 of 11l41bti4DIII. 

.U.illhtratln 41ff1011l.U., ar111DC &I a re­

IIDH of 41-da-4 .PIIJIIDh at the oloaa of tlle 

~. aDd DOt reoe1n4 '117 tbe awokllol4er•, 

ae wall ae tu llarialalpa '--~Mat vpoll ool'­

poraUOill require! 'llllbr thl lldatlJI& ftahte 

.... a.cwauou w uteralal u.. flall utoa\ 

of 41Y1Uild ~h out of e&rllillCI tor a 

~ whloh. 1a __,. -•· _, be proper}T 

4e\eralal4 1111\U the t1ra\ or -1114 aoDUl 

athr tu oloaa of IIUOh ~· 

Jl1tt1cnalt1•• nUl the qpl1oaUoD of \hi-. 

dia\ribu\1114 prot1h taz. arialac u a renl\ 

of JIQ:reau a41h atfeotiDC a llh1ft ill ~ 

,_ ou ~ w _\bar, or 1a utera'nhl 

.a.diUoul h- Oil whloh 4at1o1-111 an 

uMrlM. 

Qb=epe 1a _..._of s-w17, aUowiJIIa 

.. ,_.,1114 a;erap •Uio4 1a Uoa of or 1a ...U.. 

Uoa \o t1ae tiret-1a aZI4 t1re.,n\ •Uio4. 

• 
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(J) .u a •I.JI&l• nllatU11k nuq for ~ of tlla U•• ooftnd. 

Wider (1) u4 (2) \lla propual ._. -.1e \o ~ \he tint lO or 15 paz-. 

cut of the a4,JuW ut M.nl!Jica troa the lfi'P].loa\1o11 of the 'lmlllatrl~ 

uted proflta tu. fth llr. hater npl•'n" would act u a cnaA!• 

A~J$iust tbe bar4ahipa &114 luqlllUaa fiowbc tr. -• of the •­

ell\lllerated U••· 

lhlle \he Uat of it•• 1a nlaUftlT larp, llr. Pa.dl:er 1D41oate4 

that he iD.cluded .Oae tllat he 4oea 110t fawr, toptber with - \he\ 

he par\lalq f awra, ad a fft tllat he feala atroacl7 tonr4. 111 tlla 

latter croup are fOUl' lt••· 'lis., allalu\1011 of the capital lo .. 

li.aita\lon; the allo-• of &II operatliiC aet lo .. oazT70nr; the allo.... 

enoe of a 10 or 15 perceat raehloa free troa the Ulld.latrl'bv.ted proftte 

tax; and the allowuoe of a 4i 'fidlll4 cr a4i t to ooftr 4i '1'148114• paid 1A 

a period ehortq after the cloee of the taxable JMZ'. D1-a1oa waa 

bad on all the pointe ra.1M4. b ooueotion with t hose 18114i11C th­

aelna to aea.ur•eat of the effect 011 the renllll8 , 1t ... deci ded \o 

requ.eat eatiaat ea f roa llr. llcLeod, conri iiC eatiJI&ted lo .. of rn-

irl" the ennt of their -taent. 

In repq \o an 1nq1llry free llr. Pa.dl:ar ae \o factual aaterial on 

the m1ao.tlaneoua tu .. , lla •• a4rlee4 that a •tud.T conriac t ha hie­

tory an4 eppUca\1011 of the•• tuea haa been coapleted l n the office of 

the Deputy Oouiaaloner of the llhcellaneou fa% Uait, u4 •• prepared 

under the .uperrlaioa of the Dirlel011 of lleaearch aD4 Stathtlca. 1 t 

""" decided tllat a -ittee oonaleU.ac of a -bar of the Jolllt eo.­

Dittee, the Office of t lla General Oouneel, the Dlrlelon of B.eaearoh an4 

Statlatlca, u4 the lliacallaneou 'l'u 'OJUt, ,;> onr the r eport an4 de­

ter:line 'llpon rec-n4at1ona pena1nlllc to the r epeal, the rarla1on, 

or the reenactaant of cena1D cf the aiac•Uaaeoua \aDa. 
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l&r. IJ:)ollhe&d t.elephODid t.o t.hl IIOZ'It.C' '3 I I ~ 
t.h1e even1116 and g&YI h1a the oont.ent.1 ot t.he at.t.aohld 
cable troa Sh•ng)lal. 'fhl ll01'1t.&r7 t.old Loollhea4 t.Mt. 
he had· llread.Y reoe1Yed t.he ev.bet.anoe ot t.he oabll troa 
Puleeton, and tbat he did not. bel11YI there wa1 &n'3 ao­
t.1on we could take at the preeent. timl. 
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THOMAS GORJIAN 
1730 IRVINU ST 

IF POSSIBLE CONTACT SICRE'l'ARY OR LOC~ REPORT LOCAL SI!V• 
ATION EXTRfVEI·Y SERIOUS STOP GENERAL CHIANG Ul SHZI SIX 
OTH!R Gt:NERALS CIVIL GOV£fOOIENT SHENSI PROVIIICE PRI801lJ:R8 
REBELLIOUS AJUIY OF CHANG ISUEK LIANG AT SIANP'U STOP EXPECT 
Sl'P.:rG REACTION EXCH.Ami: I>IARIET ON OPENING IIONl>AY IIORNDIG 
STOP t;OW ELEVEN OCLOC!t SUNDAY ~liGHT HERE 

NICOL 4 t. b. MARINES Sl:I.Al«} AI 

. . ' 
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Deo .. ber 14, 1838 

Ur. Raaa reported to tAe 8eoretary at the 8:30 •eet-
1ng t.h1e Morning that Ur. Parker had met w1th t.Ae freaaurr 
off1o1ala to d1acuae the tax rev1aioa prograa. (See 
Ur. Haae ' memorandum on the meeting, dated Deoember 12.) 

The Secretary ·1nqu1red of ILr. Haa• whether the tu 
6t.nd1ea were completed and Haaa replied that t hey wera not. 
Ol1phent, too, aa1d that he wee not ready. 

The Secretary then told ILr. Haaa and Ur. Oliphant 
tnat Just ae soon ae t hey were read.)', to let hl.A lmow and 
he would g1ve thea as muon t1me •• t.hey needed ,to d1acuaa 
t.he program with hl.A. 

• 
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DeceDber 14, lQ~O 

At the conclusion ot the meeting of the Banking 
Committee in the Secretary's office this morning, the Sec­
retary asked Ur. Taylor, ur. Bell and ur. Upham to remain, 
and called in l!r. Haas , ur. Oliphant and Jlr. Lochllead. 

The Secretary said to this group, •r find that I 
h ve tno funds in Europe. One ia the $70,000,000 gold 
tund, wh i Ch represents gold purchased through the Bank of 
England at the fixed prt ce of $~4.77, per ounce, in London. 
~ne ot ner is t he $50,000, 000 fund, representing gold pur­
cnnsed under t he wor~ngs ot t he Tripartite Agreement and 
conoi cttng of the proceeds or Sterling purchased in support 
of trte market which, in turn, was converted into gold to 
prevent the r16k of exchange. 

•Uy t hought,• he ea1d, 1 ia to move the $70,000,000 
worth of gold which I bought before t h e Tripartite Agree-
ment to t he United States. I don't want to keep muob 
ono1•e t han S50 ,000,000 in London. I am nervous. I 
t hink I can J ustifY bringing back the $70 ,000, 000 wnion 
I bought prior to t ne Tripartite Agreement . The beat 
t.n1ng to do is to do tbe t hing wbich is right.• 

Continuing, the Secretary said , "Eccles will think 
I am do i ng t hi s as a trick. It ts ~ responsibility 
an.t , f ranklY, it make& me nervous to have $125,000, 000 
of gold in London. I cannot tell you now he i& going 
to interpret my doing thte. I can't begin to figure 
h.ow it 1& going to affect hill. I Just feel that it 18 
t.ne rtght t h ing to do and I want to do tt. I am gotng 
to nnndle it in t be perfectlY normal mann er. . I cannot 
t ell what effect it will nave on nim. ~v or iginal 
reason for handling the gold so t hat 1t would not go 
in t o the excess reserves wee to nelp him. He is t r ying 
to read into tnie thing all kinde of h i dden motives . MY 
mind does not work that way.• 

ur. Bell remarked, 1 Th1B $70,000,000 iS alreadY 
included and 1t will not affect the Federal Reserve aa 
11. wee a pert of our working balance of $200,000, 000 
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and will onl,y attect the monetary atoclta wnen and 1t 

it 16 transferred troa the Stabiliu.t1on J'und to the 
Treasury and utilized by Treasury spending. • 

157 

1This only changes the location,• the secretar7 
explained. A movement or t.tlie kind will excite com­
ment. It mny take t wo or tnree months to bring thie 
coney back, I am Just doing tnia as a matter or 
national defense. This gold should not be in London.• 

Mr. Bell added the statement, 1 Thie first step 
does not arrect Eccles.• 

The Secretary then said, 1 I was trying to do some­
t hing to nelp Eccles and ne said that be would agree to 
t hi s it I agreed tnat I would waeh ~ hands or domestic 
economy. This 18 a 1 horae's laugh 1 • He is tradlng 
with me and I am not going to trade. I will go before 
t he Board and tell them •hat what they have put up to me 
is impertinent. They can 1 t show a single thing that 
t hey have done t hese last couple or years, except talk.• 

At this point, Ur. Oliphant remarked, "I think 
t nere is one more issue to be settled. It we will 
look back 50 years from now we will find tnat the op­
portune time to nave settled the issue between the Trea s­
ury and the Federal Reeel'Y'e was right atter election; 
that i s , whether the Government tnrougn the Treasury 
should control tne monetary policy or tne Government or 
whether this control should be exercised through the 
Federal Reserve Banks who are privately owned and domin­
ated by individuals who are banker-minded.• 

Tne Secretary said, "I am trying to cooperate and 
be is trying to push me in the corner.• 

Jtr. Looh.tlead remarked, "During Sprague '• recent. 
visit he made the following comment, 'Whenever a situ­
ation exists whereby there may be conflict between the 
Government and a privately owned Central Bank •• to 
policy, careful attention should be paid to t.ne opinion 
of the Central Bankers, but tne f1nal decision• .uet be 

that. of the Treasury • .• 

Tne Secretary concluded tne .. eting Q1 •~iDS. •well, 

I d1dn ' t want to remove thie $70,000,000 wit.nout t 1ret. 

consulting wit.tl you. • 
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!he JWUral loMI'" llult of 11ft TOI'k, ae thcal .pat fd \be ~- ,, 

hol4• go14 1D tho llult f4 -laAt tor __ , of tho Sta11111aaU• J'lml.. tllh 
b 

1ol d h qiDta1M~two ..,cowah a1 tollo'l'll 

A&c!!Wlt A• fhh reproeoah gold purchaeod UJIUr CNl' ot&D41ag ora.r 

lllal ntalne4 rlth the 1luk of JlaglaAt to lJuT 1014 la \beir urltlt at tu. '77 pt1r 

o= •· !h•ao purchaen are IM4• oa a etr~t 4ollar bath, &D4 the ora.r h 

kept rltb tho llaDlr: ot :1Dgl&D4 to t..a care ot UiT large otteriap fd p14 111>1ola 

c lcllt bo ea4e ia thelr Ml'ltlt at tlan whea tho 11141 ~t bo llal ted. 

J.Cc91!!!t I• Go14 1D thh ..,o011o11t reprneah tho pl'ocoe4e of oterlh& 

purcbat~4 Wider term• ot tho 'b'i-I*'V .&&r•-at at a l*'t ot the Joht opor ... 

Uone of the Sta'b1llaatloa Jlul4. a.ch purchat11 ot eterllag are ~etel.J 

con .. r t ed into gold ia ora.r to F ..... t tho ponl'blllt7 ot lon due to a de­

preciation 1D tho p-ice fd eterllag. 

•'* the10 1111coooah aro ltlpt 110pu'&hl7 '1'1 th tho llaDlr: ot b«]oNI 1t would 

II IQ logical, whoa aorlac UiT p14, to take 1t tr• .acc-t .l, 111>1oh -Gillll 

"•• uto'blhho4 'botore the ~i-I*'V A&ro•oat nat l.Dto attoct, &D4 1•" 

&ole! in .lccCIWIIt J UD\11 tho lut. 

In acc•4aaco rlth 1Mnt&r7 llorgoaU...'• 1DetrllcU-, tho J'M.eroal .. _ 

!uk of Ift York baa .-tM lD to .-rap ter tile .. , "'\ fd a part at tile 

COlella MICCIUIIt .l. ... Oalted ltotoe eto.lhlp llMI 11ft 'bob& --\M tl 
oecerwa wllat 'boat• •o aftllalll• t• tach lhl,...h at U.. Jlft-' ts-, .a 

arr-.-..ta •• allo 'bollll _.. to - tho -••_,. lD-. tl01000,000 

ot th\1 call wt.ll 'bo .....a ao - ao poeal'blo la .a. to 11r1ac \be total la 
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iss~ 
..... 

Loll4oa bel .. tlOO,OOO,OOO, .... - .. *• ..,,000,000 " ....... 

cueUOll ot tllrU. lid.~• wt.ll lie....,.. wp wltll U. -.r.w,. 
!M ......u .._ ... ef .. flft will .. ~ ...... ., ... 1-' 

that ,. propo" \o Mft a ,..U• et WI pU u a r•UM ....._u •. 
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LOmlON - NEVILLE CHAMBBRLliii, CBAICllLLOR OF THB EXCBEQUBR, DIJ'ORJIBD 

COJ.!JJONS TODAY THAT IT HAD BKBlf DBCIDBD TO INCREASE THE !WfJC OP 

:JIOLI!ID ' S GOLD CURRENCY RBSERVB BY 6S, OOO, OOO POUlii8 (ABOOT $HS,OOO,OOO 

AT T3B SAJ.IE TIIIB, THE FIDUCIARY I8SUB WILL BE REDUCED BY 60, 0001 000 

pom.-m (AB0111' $300,ooo,ooo) . 

t;HAUBERLAIN ANNOUNCED! "AS A TlDlPORARY lo!EASURB IT BAS BEitl DECIDED 

TO INCREASE THE AMOUNT OF GOLD HELD BY THE ISSUE DEPARTMENT OF THB 

BA!ft{ OF 6NGLAIID BY 65, 000, 000 POUNDS STERLING. • sUCH A STEP BY ITSELF 

;ot'LD liEAll THE SHARPEST EXPANSION OF THE CREDIT BASIC, FOR n:ICH THERE 

IS llO JUSTIFICATI ON AT PRESENT. THEREFORE, AT THE RE~UEST OF THE 

BANK OF Sl!GLAND, I RAVE DIRECTED THAT THE FiroCIARY ISSUE BE REDUCED 

BY 60, 000, 000 POUNDS STERLING, THUS l.IIIIITING THE EXPANSION TO SIIALL 

DIJ,iJWSIONS ." 

" l'lll>RE IS NOTHING PERMANENT IY THIS ARRAIIOBKEliT, SINCE TRB FIDUCIARY 

ISSUB WAY BE INCREASED OR DECREASED AT ANY TIKB, • CHAKBBRLAill ADIBD. 

•lLLIAM THORNE, 1..\BORITE, ASKED THE CHANCELLOR 'IHAT HB lmAI1T, 

Ci!AJ.!BE.RLAIN REPLIED: • I CANNOT EXPLAIN THAT IN ANSWER TO A ~UBSTION 

BUT I .U:LL TELL THE HONORABLE GENTLBIIAN LATER IF BE DESIRES .• THE 

BAliK OP ENGLAND ANNOUNCED THE PURCHASE OP 65, 000, 000 1li GOLD BARS. 
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.. Deoellber u, lVM.~ 

At 10 o ' clock the following group met in the ottioe ot tho 

secretary or tho Treasury to diacuaa possible banking legialation. 

Jlr, lolorgenthau, 

llr. Bccloa, ChaiJ'II&Il ot the Board or Governors or the Federal 

Reserve Boa r4, 

Jlr. Jones, Chairman , Reconstruction Finance Corporation, 

llr. Crowley, Chairman, Federal Deposit Insurance Corporation, 

~r . O'Connor, Comptroller of tho Currency, 

Mr. Taylor, Assistant Secretary of tho Treasury, 

llr. Bell, Assistant to the Secretary, 

Mr. Upham, Assistant to tho Secretary. 

Mr . lllorgenthau referr ed to the feet that last year the President 

hAd asked the group to got together and agree on banking legislation 

and that be wanted to do tho same t h ing this year. So far as tho 

is concerned, Mr. Morgenthau said, although he does not know 

'llhat Mr, 0 'Connor baa in mind, tho only thing in which we a re interested 

1s the extension of the Stabili zation Fund. The President wants that 

extended without any changes . Senator Glass thinks it can be done 

without difficul ty and so does Chairman Somers . 

Mr. Morgenth8u aaid that Kr. Jones, Kr. Eccles , Kr. Crowley, 

Mr. 0 'Connor and hlmeelt were all appointed by tho President and that 

1t there ar e any differences or opinion or rows it will be .uch batter 

to have them out her o than i n Congress or i n tho newapapora. He offered 

h1o cooperation tor what it ia worth and auggasted that everyone be 

C0!11o l etol y f rank. 

·llr. Crowley said that 1t tb1a group could agree on legidation 

would be vary helpful, but if we are going to go to the Bill with 

different ideas attar agreement haa been reached here any legialation 
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dll be delayed. 

wr. Jonea aaid tbat tba RPO wsnta DO baak1ng lecialatloa. 

Mr. o •connor a aid tbat he bad a thick rue ot auae•tlCDa whlo!l 

had accllllllllated over the :r .. ra, tbat ba h DOW diotatin& bll ADmaa1 

Report , that it will contain Do aug11t1ona tor banklna les111at1CD 

except t hose which were 1111de last :rear and bad not been eaaoted Snto 

law and that unleu acme general banklna bill 11 ottered he will baYe 

no other suggestions, but 1t one 1a he will want to 1111ke a 1t\ld7 ot 

the material in bill tiles. 

r.fr , Morgenthau said that we should reexa~~~1ne the legiela tiYe 

proposals which were lett unenacted at the adjourruaent or Congreu 

lsst year bef~>re renewlna thllllo 

llr. 0 •Connor agreed with th1a aa:rlng that some or th- perhapa 

should not be renewed. 

Mr. Morgenthau said that he was doing the same thing with other 

legislation with Mr. Oliphant. He recalled to the minda or thoae 

present the Executive Order which directa that all l eg ialation be 

cleared throu81 the Bureau or the Budget. 

Mr. Jones said that an:rone was prett:r good who could get an:rthing 

through the Bureau or t he Budget, to lhich lfr. Bell repliedthat •he 

stood :ready alwe:rs to lighten the burden or Congress•. 

llr. Crowle:r referred to the tact that there had been muoh 

bickering and trouble on legialation 1n 19M and 19~ e~d aaid that 

there was no reaaon that agre-ent should not 

by • The PDIC doe1 not Welt t o 1ntertere with 

fored with. Be 11 w1111ng t o dlscuu leshlation bere but atter t 

has been cleared bare that ahllllld end lt. The coi'Porat111D WOIIld liD 

some thinge but 1t there 11 DO Jlllleral baDklns les111atloll ~ -
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set along w1t~out t~. 

I! there b to be a paeftl olaS.tns OGDtoot tor ._. Plill'l _... 

FDIC will put 1D ita ola1a. 

Asked by llr. IIOJ'IIID~ 'lbat lw -.nt 'b7 a ola1a1Ds oontoat. 

Jlr, Crowley replied •olala tor creator power• • 

»r. Crowley suggeoted that they had some non- oontroYeroial .. ttol'l 

such as a poesible change 1n the baolo of aoaoaaunt on bant.. It 1a 

now baaed on tot al depoa1ts which .. ana that the Firat Jat1onal Bank 

of New York which haa 1~ ot ita deposita 1Dsured paya an aaaoa..amt 

on i ta t otal depoa1ts . Be thought a change might be made to a baab 

of tot al resources. 

Mr. Eccles said that the legialation the Federal Reserve ayat .. 

needs is non-controversial eo tar aa the other agencies were concerned. 

If there 1s any legislation he will have soma proposals to advance. It 

it is decided to have no leg1alation he auppoaed they could get along. 

The items he mentioned were 1 authority tor the Board to delegate to 

one or more members the power to act 1D certa1D caaea 1 ... ke ~ero 

of t he Board eligible tor participation 1n the retirement fund and 

ments to make the margin requirement aectiona ot the law more pr•ctlca~. 

These matters are being studied and have not bean consi dered by tba 

Boal'd yet . 

Mr. llorganthau aaked it any other agancias ware affected by thoao 

cb!l.J18aa and llr. Eoclea eald •no• -- that the Board would .ako no 

~uggeationa which would attoct other agencieao Be added that ot 

the Securltiea Bxoheap C-1aa1GD 1a interested 1D tho .USln require­

menta but there would be OOJIIIIleto aoool'd 'betn• ~. 

llr. o•o-or retorre4 to GDo b111 u llu Slllda4 u ot peat 
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JJnportance o It na NCC mded last 7 .. 1' but DO bUl ..-,aNile n 

would be a reviaion ot the 1NU41ns aa4 lou cOCS. ot theDiatl'ict ot 

colwnbia wbich he charactel'iaed aa, at pl'llaeat , uatail' and -.ate ua4 

a contributing cause t o the failure ot the P1dal1t7 ~1ld1D& a: Lou 

Associat i on. 

ur. Crowley suggested that the Federal Home Loan Bank would be 

interested in any legislation affecting building and loan associatioaa. 

Mr. Eccles indi cated that the legislation ~king Goveraaent 

securities el igible collater al tor Federal Reserve notes, which 

expires on March 3rd, should be renewed. He said it should be made 

permanent and not lett as an emergency power. 

Mr . Jones asked how imperative i t was that i t be ext ended and 

1~ . Eccles replied that while there was no immediate need tor makina 

use of it, t hat once it is permi tted t o expire it will be more d ifficult 

to f,et i t reenacted t han it w01ld be to have i t extended now, 
.. 

Mr. Crowley suggested that each one present send to Mr. Upham a 

statement or the legislation desired and that Mr. Upham s end each one 

the proposals ot all the others and then we ccae back tor f urther 

discussion on December 21st, 

This was agreed to. 

Yr. Korgenthau co-nted that the -eting was so peaoetul and ad4ecl 

that Mr . Crowle7 stated it well when he said that he •won't grab UDleaa 

ot hers do", 

l!r , Jones suggested that t he oockets ot thoee pl'llseat 8hould be 

searched to see what the7 are holding out. 

J.!r , O'Connor asked Cbal- Boolea 1t 1t 1a tbe law that 1D 

mergeno7 the PDIC oould so to tbe Pecleral lleaei'Ye IIDd set Olll'l'eDOJ 
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ror 1ta goveJ'mllllnt bCIDIU w!tboat II&YiDc to ae11 ~. 

JLr , Ecol .. waa ot tbe op1D1on that 1t o1111ld, juat aa 8117 other 

corporation can a1thftsb 1t wu not intended tbat tbe PDIO llholl1d 'be 

includad in that blanket authorhat1on. 

L\r. Crowley interposed t o aay that the corporation can c-. to tbe 

secretary of the Treasury and sell debenture• to hSa. 

Mr . Bell added tbat probablr the Treawry could bur the bCDda lwld 

b;r the corporation tor a1nk1ng tund or a-. other purpose. 

Mr . llorgenthau aaid tbat 1t there 1a to be general bank1n8 

legislation be wants to get back from the Federal Reserve the flOO 

million which ia allocated to it tor making loans to industry. 

It is needed for the ret i r.ment of nat ional bank notes . 

Mr. Eccles eaid , why not do i t anyway since they are paring ~. 

He was willing to have the $100 million cancelled becauee ther won •t 

use it . He agreed with Mr. Morgenthau, however, that 1t the matter 

of cancellat i on ia opened up the Federal Reeerve Banks will lll&ke an 

eft or t to have the $100 million returned to them aa aurplua • 

Mr. Crowley eaid that ~e legislation shoul d be perfected tor a 

better administration or the banking erstea but toea would be stepped OD 

in the procees . The corporation cannot do what i t wanta t o without 

inter fering with the Comptroller and the Federal Reserve and, perhapa, 

vise veraa. It the banking etructure 1a to be revamped it will lead 

to no end of trouble. Be would like t o bave 1t and he believea' 1t 

would strengthen the banking picture, but it ia not t.perative. 

Mr. llorgenthau eaid that he too would like to change ac.e ot the 

words in the Gold Reserve .lot aett1ng "'"' tbe Stab1liaat1on Plmd but 

can get along without the ohansea. 
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llr· 0 •Connor ..to s.cm.c1 •• ... of tbe t-b'Bp that .spt be t" 

care of 1t there n:re to be obaDpa 1D tbl Stab1llaat1GD I'IIDd aen, 

8 
rel1nqu1sbaent of tbl power ot tba SaoretaJ'f to 11oenae banP u 

being no longe·r neoesaaJ'1o 

llr. Jones aa1d that 1t there b to be legislation he would 

like to have the Federal Reaerve Sratem. d1reoted to buJ frc. t:be JUI'O 

the loans to 1ndustey 11h1ob 1t baa madeo 
• 

L!r . Crowley referred to a proposal uda b7 Luther Haar, SeorotaJ'f 

of Bank1nt for Panna~van1a, that t he preferred atook 1D banka ahould 

be transferred fr<D the RFC to tho PDIC . 

C. B. Upbaao 
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Deoeaber 14, 1838 

The Secretary toda,y inet.ructed Ur. Lochhead to cable 
Buck and NiCholson tor 1ntormat.ion in regard to the kid­
napping ot General Cniang Sbai Sbek. (Copies ot the cablee 
he sent them are attached.) 

The Secretary aleo aeked LOchhead to get. eiailar in­
f ormation trom the Cboee and National City Banks. To oarr,r 
out. t h1a 1natruction, Lochhead called the Federal Reeer.e 
Bank ot New York and aeked thea to contact the two banke 
named . The Federal Reeerve will aek thea to requeet their 
Hong Kong branches to eend eablea reporting any 1ntoraat.ion 
t hey mi ght have on the a1t.uat1on 1n China. 

ur. Locnnead waa also instructed to get. 1n touCh with 
Ur. Parker of the Socony Vaouua, to aak h~ to communicate 
with hie Shanghai ottioe, tor the aame purpose, and to tele­
phone t ne Secret.ar,y direct. when he bod received a rep!y. 
Upon t.elephoning, Locbbead learned that Ur. Parker ie abroad 
and is not due back until around t he 22nd ot t his month. 
The Secretary, wnen be received th1a information, decided 
not to follow thr ough further with the Standard Oil. 
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BOARO OF GOVI:RNOR8 
CM" TMC 

FEDERAL. RESERVE SYSTEM 

Deceaber 15, l9S6. 

I want to add this into~ note for ,.ou perso~ 
to wbat ia contained in the letter girlng tba opinion ot tbe 
Board on tbia attar ot aterllbing gold. I ban given thie 
whole question tbe beet thought of which I aa capable and I 
have discuased it at great length with aembera of the Board 
and starr. 

I don't suppose it ie neceuary tor ae to MJ eo , 
but I want to auu.re JOU tbat I aa in no W&7 intluenced b)" 

questions o.t prarogati n ae between the TrM81U'7 and tha 
Federal Reserve S;yatea. llbat I f eel 1a iaportant above all 
else, as I lalow JOU do, 1a to IlSke aura that eTerything t. 
done to preserve the spirit ot coaplete cooperation which 
bas been brought about betwaen tba Traa8u.rJ and tbe Federal 
Reserve Board. I have no an:d.etiea on tb&t acore ao long ae 
JOU and I are hera, but I aa th1nldng ahead to the tille when 
one or both of ua 887 not be here, and it aoae ot the questione 
involved in thia iaportant and coapllcated aattar are left up 
1n tbe air, with uncorteint7 &a to obllptiona under tbe law 
and how tar and tor how long either the S7atee or the Traa81U'7 
ie to deal witb this problea, there ie a real danger , it aeeu 
to ae, of contuaion and l.apainoent ot the one thing which both 
of us wish to aae preserved. 

The PNaidant and JOU botb know that JOU w1ll alftT• 
have rq full and frenlt cooperation aa long aa I ... 1n 'laahi..,.. 
ton. I have t.oltan it tor granted that in Nttera of this sort, 
as well as 1n all o~here, when you have consulted ,.. you have 
•anted •• to give -you my own thoughts cendi~ and td.tbout 
reservation, aa I have atteJillted to do in tbie instance. 

!low, Henry, it I have 1n 8D7 "&7 incurred 70u.r die­
pleasure it would certainl,y cause ae the dee pest regret and be 
c011trary to rq duJ.raa, and I ..,.t JOU to know tb&t wll&tever 
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:rour decision J1A1 be ill t.b11 •tter, :rcu w1ll ccntillue to haft 
WI •holebeerted cooperet1011. 

Honorable llenr:r lorgenth&u, Jr., 
Seereta.l")' of the Treaaury, 
Washington, D. C. 

-
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Tho aummary in the atatement aetting forth ths princi~l !1n&Oo1ng 

operation• of the Treaaury Department in tho per1"d December 1 . 1933, 

to Dooo~ber 15, 1936, which waa released tor pUblicat ion in morning 

ntlfapa:;>ora of llonday, December 14, 1936, nhould be amended h read 

ao rollOI•a : 

SJliOW!Y 

Gross debt on Novauher 30, 1933 •• • • 
Trea•ury bills issued (net) 
Adjusted Service bonds iaouod (not) • , 
U, S. Savings bonds iaaued (net) . • ••• 
l:ew financing , as abt)ve •••• • •• • • $24,199. 0 

Looa: 
l , Refinancing of debt out-

ctanding Nov. 30, 1933 • • $12,018. 1 
2. Refinancing of ioaueo 

sUboequont to Nov, 30, 
1933 . . . • . • • . • • • 4,070. 3 -------

. . . . . 

. $1,10C,3 
46~.9 
448. 9 

15. rsa ,4 8 ,110. 6 

Net increaae in special cert itlcatea or 
indebhdnoas , special not ea , matured 
debt and debt bearing no 1ntereat • • • • • • • 

Net increase in deb\. . . -. • • . • . • • · 

575. 5 

Groaa debt "n l>oced>or 9 , 1936, adjusted to reflect Decem­
ber 15, 1S36 financing (1nclud1n& $40'>.411 Tre&SU17 bills 
maturing on t.hat date) • ••. • • • • . · • • · • · • • 

• $23 ,534.1 

1'>.698. 1 

•• 34, 233. 2 

Th1o change is ncooooary in order to reflect the ~t of 

$400 , 000 ,000 in Treasury billa maturing December 15, 1936, 
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The attached state.ent, aummar1•1ns the principal 

tinancins operations oC the TreuuJOy Depar1aent in the 

period De.,_ber 1, l93S, to De0111ber 1.6,191511, 1a released 

tor publication in ~tomins newa~pers of Uonde,y, Dec-ber 

14, l9S6 . 

- ooOoo-

/ 

Regraded Uclassified



••• 173 

( lu&M .. t Hu•n l tUa ..... u • • lusu ....... ..... . 

, .. WU1UI .. t( hlhra , - .. "'"'...:=t. _..,., ---" (7 . ..... .. 
11$1 - - - - I .. ~·· 1~ .. - - - .... 

, St:D .. ,,. l ... -· - - - - -,,. """' ., ... ..... . .,. -·· - - -.... - l - - ~~~ ... , ..... ttt.3 . . . .... • •• '7 ... . . . • "Jr • ..... . - . ... . - - - . . - •v..s .. ,.,.. •••. o . . . .. ,., 6 ,,., ..... • .. ,., ..... 
~ '""'-.. .... . . . , . .,. t 7r· ..... • v<t .. ... ... .. •v t IFo ..... ·-· ,.,, . ... .... ...... . . 

~~~· ,::· fa: I ~·~~ .. ,. . ..... 
. . . ...,. . ,.. 6J.S.t ..., .. .. ... '-• -! . . . . . . • .. ,. ••• . ~ ..... ... 

'!'. - . . .... ..... .., .. . ... , .... .......... 
'1. ICIS51 ... 

.. .. = '"" .,. ...... 
tO J\.tll4 llo 

11a.re'- 16. 

~to I'Ar ca \1, 

~~~ ........ ... 
. . ... 
_ .... _ ·-··-·· ... 
.. _ 
.... 
.... 

- - - - - - "" •• rr. u.a.t 

. . - .. ., .. .. ,._ ..... - -. - - . . . . ,, .. .. ... \QI,O 

. . . . . . .. ,,"' .... .. ... 

. . . . . . .. , . .... ••• 

. . . ..1/ ... .. ... Mt~S . ., ... ta rr. .... 

. . . .. .,. . ... m.t P.!/·· .... ..... , 

. . . .. .,. .... ... .. • .,<IS .. ,. . ·-· . - . 
--~~~ .... .... . ..,., .... ••• •• . - . . . - •31« 118 'It· •••• . . - ..I/., .... .. .. •v• " .... ....... 

. 1-D?.I. • ··--· , ........ 

-aro.. •••• ..._. ... ··~ .. -- .. . - ... -- ...... - ..... - .. --- .. .. - .... - ..... ... ,.. .• 
,..,._,. lillY ~ (M\)oo ...... - ................. - ... - - - - .... - -
..,...,.. e.moe ~ ,_. (Ml~ .. .. .. .. .. - .. - .......... - ..... • -
D. &. ............. ..._.. C~J ................................ - - ...... ... 
-~ .......... .... .. .... .. . ... ....... ....... 0 ..... .. .. ,._ ............ .... 

5 .. ·-······ ........ ... ··---... .._, ....... ·-· .... 
.a.._.. ........ _...,. - • -m ..... ...... __................ .. .. ......... . -

1&.8DO·' ..... -· 
n•• ...... 

lOT ... .-... 

..... .... 
'·*·• t :,.o .. .. 
•••. o 
1,38.!.0 

'·'"·• 
l otJil$.1 

LOU .. ... 
..,.,.,, 

I 1.1,'7 

...... ..... 

..... 
• •• 

1 .110.~ ..... 
··-·" t , tiD.f ..... 
·-..f._ 
• ••• 

Regraded Uclassified



174 
Deoa!lor 115. ltae. ~ 

Chair.an Booloo c ... oYer tor luncheon with tho Sool'atar,r 

at 1 o ' clock. Mr. Taylor and Mr. Uphaa wol'O thoro aloo. 

Mr. llorgenthau asked Mr. Bccloo 1t be had reached 0117 

concluaion with r .. poct to tho pl'Opoaal that tho '1'reaou17 ooll 

bills to acquire and isolate newly imported and newly mined gold. 

Mr. Eccles aaid that he had diacuased tho matter with thoao 

11:embors or the Board who are in town. Iii tho case ot llro Ran.o. 

who is ill at home, the discussions had been carried on partly by 

telephone and partly through tho medium or llr . Elliot Thurston. 

In t he case or Governor Davia and Governor Broderick, who are in 

California and Texas , respectively, discussions wore had on tho 

telephone. 

Mr. Eccles presented a two page letter which was read aloud 

by J.!r , Morgenthau. It said in errect that the Federal Reserve 

people think 1t unnecessary and undesirable tor the Treasury to 

take tho action proposed, and indicated that 1t it ia done against 

their advice, their hope is that it will be continuous and automa­

tic . Jlr. Korgenthau told llr. Eccles that he did not like to be 

told •you can repe me it you want to, but I won't like it• and 

insisted that what he hoped to achieve is agreement and cooperation. 

Jlr . Korgenthau told Kr. Eccle~ that everyone in the Treaau17 

who had been consulted thought that the Treasury proposal -s 

proper and desirable and that all or those who had road Mr. Eccloa• 

memorandum ot a tow days ago were ot the opinion that aither tho 

Treasury proposal was not understood or thoro wee something 1n 

the back or tho picture which was influencing Federal Reaerre action 

but which tho:r were not roYoalinge 
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llro Bcclu aald tUN na DO 111M• 110t1Ye and ~ ODlJ' 

things they were th1Dk1zl8 about WN the Naponeibil1t}' whiob 

had been placed on tu Pederal Reaene in cODDect1on with uoe .. 

reserves and domestic credit. Be indicated hia belief that ~re 

are two ways of handling exoeaa reaenea and that it can be done 

either by the Federal Reserve or by the Treasury and that 1n hla 

opinion the power of the Board should be exhauated before anyone 

else entered the picture. 

Mr. Morgenthau showed to Mr. Eccles an item which had just 

come over the news ticker reporting act i on announced by Neville 

Chamberlain, Chancellor of the Exchequer 1n which he was adding 

gold to the reserve of the Bank of England and reducing the fidu­

ciary issue . 

Mr. Morgenthau indicated that the Treasury interpretation 

of this i s that Great Britain ia doing much the ame thi,-,g that 

we are proposing. 

Mr . Morgenthau a aid that he ia much more concerned about 'llbat 

will ha ppen when gold goes out than he ia when gold comes 1n. 

Mr. Upham asked Mr. Bcclea 1f there was not a diatinotion 

to be made between t lw power of the Federal Reserve and the power 

of the Treasury in that the Treasury bas power to accUIIIUlate &D4 

laolate a supply of gold which can , when gold flowa out, be releaae4 

without effect upon the banking reserves of the country. The Federal 

Reserve has no auoh power. 

lfr. Upham auggeated that tbl proper a pproach to the probl• 

1s not whoae 1a the reapooaibUit}', nor wbat ageDOJ al!Duld tab 

action, nor the drawing of linea between autho*ltJ' over dc.eatlo 
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credit and over internatioul exohange atab111ty, but rather~ 

is it a good thing to accnumlate a IJUpply ot idle gold tor ue 

later and it it ia, what agency baa the power to do it -- all 1n 

the national interest, not in the interest ot the discharge ot a 

responsibili ty by any particular group or agency. 

Mr . Morgenthau indicated hie opinion that that is the issue. 

He stated tba t in h i s opinion the TreasUl'J has not been able t o 

make its attitude understood by Kr. Eccles and his associates . He 

felt t hat the attitude or the Federal Reserve people ie that the 

Treasury should not i ntrude into a f ield which the Federal Reserve 

regards as ita own. He paced the f loor back and forth, and spoke 

with great vigor, showing apparent impatience with the refusal 

of the Federal Reserve Board to accept the Treasury proposal at race 

value rather than attempting to see in it an erfort to insert i tself 

into a f ield they regard as reserved to t hemselves. He suggested 

that Wr. Eccles was bringing up trivial excuses, but no real reason 

against Treasury action . 

Mr. Morgenthau pointed out that the Treasury cannot keep out 

of the bank reserve f ield . It created excess reserves and they 

no,., exist because or it. It can do many thi ngs if it so dee1red 

to offset and negate any credi t regulating action Which the Federal 

Reserve might take . He described himself as being backed into a 

corner and told that he shoul d not interfere in domestic credit 

conditions. While he did not aoproach the problem with any intention 

of interfering with domestic eoaditiona, being in a corner makes 

him rogard the possibility or perhaps eo interfering. 

Kr. Taylor told xr. Eccles that he did not understand 
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111 whioh 1t wu tt~:n~Pt tbat all or t ba powra ot tM 

Ptderal ReeeJ"Te should be exhausted aa a Mana ot brlnsiDI to 

the attention ot the Conr re .. and t he people the need tor fUrther 

grant of power to th... He aa1d he thought it would be broupt to 

their attention as dramatically by the proposed action ot the 

Treasury. He told Kr, Eccles that a good deal of the Jew York 

agitation fo r increased excess reserves resulted !rom a dee1re 

to ti&bten money rates for the benefit of bank earnines . 

Mr. Eccles argued that the whole thing resolved itself into a 

question of whiob of two ways to handle exoesa reserves -- it oould 

be done either by t he Treasury following this proposal or it could 

bo done when gold moves out by lowering the reserve requ1relll8nts 

~ich are now being raised. He r eferred to the $2 billion in the 

Stabilization Fund plus $3 billion of Federal Reserve gold certifi­

cates as constituting a $5 billion fund of gold which could flow 

out with no other action than a reduction in reserve requir«ments. 

Mr. Taylor was of the opinion that lowering reserve require­

~ents would •drive the country nuts• . 

Mr. Eccles referred to the possibility that the President 

would not approve of increasing the public debt for the purpose of 

buying gold, 

Mr . Morgentbau suggested that he and Kr. Eccles might see the 

Prealdent together and in that event llr• Eooles stated that be would 

like to suggest to the President that there are two ways of aooo._ 

p11sb1ng the desired result, one of '!blob inYOl'18s inoreasSlla the 

public debt and the other not. 

llr. Korgenthau reiterated that he thlnke 1t s..portant to besm 
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a t once to accum~late a auppl:r of gold wbich can go out wileD 

necessary without diaturbanoe to the banking a:ratem. '!'be onl:r 

way to do that 1a t~rough some method auoh u ' ia proposed by the 

Treasury . He said that be was afraid the Federal Reserve people 

had s ane idea that be waa attempting to do aomet.hing more than that 

and he s tated explicitly that he baa nothing else in mind. 

Fi nally, upon that statement being made, Kr. Eccles sugge sted 

t hat be could go bac~ to his Board and tell that the Treasury had 

only one t h ing in mind, which is, not to exercise control over 

excess r eserves as such but to bu ild up a fund tor gold which will 

eliminate from the excess reserve situation fUture inrlow and out­

f low of gold so that the Federal Reserve can be free to follow a 

domes t i c credit policy with that out of the pict ure. 

Mr. Morgenthau reiterated that up until now the Treasury 

had been an active influence 1n the bank reserve picture, having 

created the excess reserves and that his desire is simply to with­

draw and eliminate himself as a !'actor in t hat situation -- to be 

helpful to the Federal Reserve sys tem rather than otherwise. He 

asked ~that the Federal Reserve would do after they had used up their 

power s , and added they would have to come to the Treasury then. Kr. 

Eccl e s thought they might seek additional powers from the Congress. 

lolr , lo!orgent.hau aaid he could not understand an att itule calcula­

ted t o burn out present brakes so more could be a sked. 

Kr. Eccles suggested the posaibility of a reduction !n Federal 

Reserve portfolio, and thought it might be acoCIIIpliahed through a 

shift into long tel'llla, keeping yield the aamee 
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Mr· Eoclee agreed to talk the thSng over ap.Sn with tM -.n 
or his Board and let llr. •orgenthau know b)' T!mrsda7 how the7 feel. 

J!r , Eccles, ~. Ta7lor and •r. Upham c0111tSnued the d1aoua1on 

1n lolr . Taylor 's ortice tor an additional period. 

Mr . Eccles seemed sat1at1ed that t he intentione of the TreaiiUI'J' 

were good and seemed willing t o m.,ke an _ effort to br1ng hill Board 

around to our point of view. He t hought , however, that it waa Vlll'J' 

helpful to expl ore the arguments on the other aide and aaid that 

he would !'eel that 1t was too bad 1t he could not argue such uttera 

out tully and completely in a friendly wa7. 

Yr. Eccles expressed a tear that Kr. Vorgenthau had not tull7 

unders t ood his desire to demonstrate that there are two ways ot 

reducing excess reserves . He referred to the fact that some of the 

Board and its staff are reluctant to get away from the old ideae 

and old systems . 

J.l.r . Eccles reverted a gain to h i s proposal tor a reorganization 

of banking agen cies . 

»r. Taylor told him the place to argue that out was when he 

got the President and the Secretary together. 

C. B, Upham. 
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A group aet in the Secretal'f's otti ce at 10 o'clock to dlsouaa 

possi ble legislation tor lendlns agencies. Tbose present werea 

Secretary Morgenthau, 

Jesse Jones, Chairman, Reconstruction Finance Corporation, 

J'ohn H. Fahey 1 Chairman, Federal Home Loan Bank Board, 

Preston Delano, Governor ot the Board ot the Home Owners Loan 
Corporation, 

\V, \'1 . Alexander, Acting Administrator, Resettlement , 

c.s. Baldwin, Assistant Administrator, Resettlement, 

\'I , D, Flanders, Deputy Adminlatrator, Federal Housing, 

Abner H, Fe rguson, General Counsel, Federal Housing, 

B. K. Burlew, Administrative Assistant t o the Secretary, PWA, 

F, F, Hi l l, Deputy Governor, Farm Credit Administration, 

M.S. Eccl es, Chairman of the Board of Governors or the Federal 
Reserve, 

Warren M. Pierson, President or the Export-Import Bank, 

Wayne C. Taylor, Assistant Secretary or the Treasury, 

o •• l . Bell, Assistant t o t he Secretary I 

C, B, Upham, Assis tant to the Secretary. 

Mr . Morgenthau explained that the President had set up the 

Interdepartment Lending CoD1111ttee a year ago and he thought it 

would be well to have a general meeting to discuss legislation 

'Rh1ch any one or the lending agencies might have 1thioh might atreot 

other agencies . He expressed the view that if there are any con­

flicts or d1rterences ot opinion it is better to iron thea out 

o.t a meetlns such as this than in the newapapers or on the Hill• 

Mr. Fahey aaid that aside traa technical details, ~ BOLC 11D4 

t he Federal H- Loan Bank Board had not ,.t cleared their •'ncla Oil 
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anythlng of a broad ohaftotar GD -l'tsqe flnaDolq or tu -
housing probl•• S. fafei'N4 to the faot that an ~ 

adopted two yeara ago prohibitDg the BOLC from -.tiring ita 

bonds if the7 were quoted at over par, waa halapering their 

refinancing progra. Be also thought it might be well to have 

a revolving fund to take care of building and loan uaooiationa 

in times of diatreu . In support ofth1a he referred to the fact 

that member banks of the Federal Reserve can rediscount and 

that both the RFC and the FDIC oan sell their debentures to the 

Tr easury. 

lolr. Morgenthau suggested that llr. Fahey send to llr. Uphaa 

any suggestions that be might have so that they could be cleared 

by exch ange with other agencies . 

Mr . Fahey agreed and asked for a pollc7 of reciprocity in 

that respect. He expressed the view that there ahould be a 

fa i rl y prompt dec ision on the whole matter of housing policy. 

llr. Al exander said that the Resettlement Administration 1a 

tied up at present with the co1111111ssion on faN tenanc:r wh ich 1a 

having a meeting tomor row and that th ere can be no clear idea 

on wnat is l1kel7 to be done until then. 

Mr. Morgenthau said that if there is to be a change in the 

setup of the Resettlement that he thinks both the FCA and the 

housing agencies will want to disouaa 1t. Be indicated tbat there 

has been direct conflict heretofore with FCA and with such acti­

vities as the Greenbelt and of interest to both PBA and PitA. 

He suggested that 1f there are to be any ron the:r better be bare 

1n eaecutive .... ion than in the newapaoar. or on the Jllll. S. 
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182 --expressed some doubt that S.oreta17 Wallace would nnt t o oOD-

tlnue in t he Department ot Agriculture aea1urban and tar. ore41t 

lending. 

Mr. Morgentbau indi cated that t h e Beaettleaent Administration 

requirements tor the Deti clenc7 Bi ll haYe not ~t been au~itted. 

Mr. Baldwin waa under the impression that the7 bad been . 

Mr. Morgenthau sai d that 1t Resettlement, in ita present fora, 

is transferred to the Department ot Agriculture there 1a going t o 

be a row. 

Mr. Alexander indicated that he would take the matter up with 

Secretary l'tallace. 

Mr . Flanders aaid the FHA did not plan any over lapping legi s­

lation . Their recommendat ion will be that the authority to make 

modernizati on and repair l oans under Title I be permitted to 

expire without extension on April 1 . They have insured under Ti tle 

I about $450 million worth of loans, on which there will be a loaa 

of $5 million or slightly more than 1~. While it 1a their Yiew 

that Title I haa served ita purpose he anticipates that there will 

be some "tree r i der" lenders and builders wbo will preaa tor i t a 

extension. 

Mr. Flanders indi cated t hat the FHA would a sk for an exten-

s ion of the government guarantee ot debentures issued under Titl e II. 

They have an insurance tund ot $10 a1111on which, t hrough add1tiooa 

of appra iaal reea and insurance pr- 1uma baa been increas ed to $15 

million which they regard as a very ... 11 cushion t or t he halt 

billion mortgagee. The governmeot guarantee doee not apply to 

mortgagee .. de after July 1 next. 
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Mr. Korgent~ i ndicated that lr. lcDanald wauld have to do 

some missionary work to win him t o that extension. 

Mr. Fahey said that he would like t o talk the matter out with 

FHA but oppoaee insurance or exhting mortgages on the ground that 

private lending institutions can take care or them without inaur-

ance. 

Mr. Uorgenthau said it would be d1tficult to convince him 

to extend a government guarantee on anythi ng and added that he is 

of the opinion that we have reached the stage where it is no longer 

neces sary. He said be would rather give cash than a guarantee. 

lr. Bell agreed. 

Mr . Eccles said that the FHA could not exist without a 

guarantee or more adequate capitalization, or at least without the 

accumulation of a larger reserve . 

Mr. Eccles sa id that Title I had been successful 1n getting 

the banks to enter t he lending f ield which they had not been in 

before . The insurance feature can now be dropped and they will 

continue to make such loans. It will take a little more time for 

them to manage without Title II. 
in 

Mr. Burlew eaid the only thing they are interested/is the 

extension of PYlA and PYlA housing beyond J1 ne 30th. He regarded it 

as almost imperative that they be extended. It will take thea t wo 

years to clean up the housing projeote they have started. They 

have 2200 prcjeota under way. Twenty-five ot these are slum clear­

ance pro jects involving aolllll tso million. The roo. coat 18 t6 or t'7 

which 1s too high. In h ie opiniao housing activities ought t o be 

consolidated. 
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184 -Mr. Fahey .. 1d that they are ve17 INch intereated in projeota 

with subsidies which compete with private agenc1ea and whioh have 

an effect upon the 10,000 homes that the HOLC haa on hand. 

Mr. Burlew suggested that a housing aub- comm1ttee be appointed 

and was of the opinion that the persona interested in the lending 

committee were t he only onea who would get anywhere on housing. 

It was mentioned that there is a central housing committee and 

Mr . Llorgenthau indicated a desire to consult the President before 

doi ng anything. 

Mr. Fcclea said that he baa been interested in housing as a 

recovery measure tor the past three years but is convinced that 

nothing will be accomplished until the President or Seoreta17 

appoints somebody who will study the functions of the varioua 

agencies and present recommendations to bring the agencies together. 

Impart ial report i s necessary. 

Wr. Fahey expressed doubts about any •outsider coming in and 

contributing anything -- citing the experience of Peter Grimm 

as a demonstration or this . 

J.!r . Llorgenthau countered with the idea that all the insidera 

are interested in taking care or their own orga~ization primarily. 

M.r . Fahey said that the housing setup at present 1a wholly 

illogical and incompetent . From the etandpoint of unemployment, 

a balanced budget and economic development generally it is t1me 

the government toolc over effective leadership in the houaing field. 

No one else can. There are obstacles but it must be done. We must 

develop a sound mortgage system to stand the ahoclc ot depressions 

and to put b~ea on t.proper develop.enta such aa tboae whtoh 
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helped to cause the depression . 

185 
2!$t 

Be said be would haYe no objeotion 

some ot tbeir troubles to other agencies. 
• to transferring 

Jlr, Eccles suggested that the Federal Reserve loans to indust17 

be transferred to the RFC but Mr. Jonee countered with the euggestion 

that he had gotten ahead ot h1m 'by suggesting yesterday that the 

transfer of thia class of loane 'be from the RFC to the Federal 

Reserve . 

L!r . Hill said that they would have little leg1elation or &1]7 

importance but that probably some Congressman would uk tor an 

•~tension of the interest subsidy now given land bank 'borrowers. 

l!e aleo said there probably would be proposals to continue crop 

loans. 

Resettlement evinced interest in this . 

Mr. Ale~ander said that the matter of crop loans had oome up 

before the ~ction while Mr. Morgenthau was out of town and that 

the President had said they would be settled after election. 

Wr. Korgenthau told Mr. Alexander that he was terribly 

worried about the RA -- that they were busted -- that he wae arraid 

Mr. Wallace didnlt know it and that unlees they were pretty 

aggressive they would be loet in the ehuffle . 

Mr. Pierson, who arrived late, said that the Ebtport-llllport 

Bank had no legislativeneede and they would be taken care or 

through the RFC. 
c. B. Upham 
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tl . li.Jr: 

Carter 
Glass : 

H. I.! .Jr: 

G: 

s . :.t.Jr: 

G: 

ti . :.I.Jr: 

G: 

H.U.Jr: 

G: 

i:l . t.I . Jr: 

G: 

H. li.Jr: 

G: 

H. !A.Jr: 

C: 

H. r.I . Jr: 

Bello 

Hello Mr. Secretary. 

How are you, sir? 

I ' m fairly well, 

I -

Deceaber 14, 1936 
1151 P . ll. 

Well , I 1ll come to your office at three o'clock 
tomorrow afternoon. 

Oh you will. 

If that suits you. 

VI ell, I - as I said, I 1 ll be glad to come to you 
if it's any better. 

No, I don't see that it would be arv better or as 
well. 

All right, sir. 

18S 

I'll be up there at three o ' clock tomorrow arternoon. 

Thank you very much. 

I hope you're well . 

I'm very well, Senator. 

Thank you, sir . 

Thank you. 

Regraded Uclassified



PauJiL--.. 'r 
Be Do~ 

!on or !lee..,..., _. I I Mf iJ 1 ' DEPARTMENT i 

·---,IN"'=t=u -J. COMMUNICATION 

Probable explanation of' the traneo.otion referred to b)­
Chllll!berlo.in before the Bouae ot c._.,. u reported by 
<>t.ble Dec•ber l&th. 

The tranao.ot! on reported by e>able io ao f'ollowao 

187 

(o.} 

(b) 

An 1Doreaae 1n the gold held by the Bank ot Ragland 
by ~6,000,000. 

A decreo.ae 1D the f'iducio.ry iaaue ot the Bank ot 
Ells land by 1.60, 000, 000. 

(lla.aauch u the Bank of' England still recorda ito gold and note e 
1D statutory pounds, the reported •- ot ~6,000,000 prob&bly retere 
to old '-• not ourrent Y&lued sterling, It eo, the ...,. reterrod to 
woul d be equiT&lent to approximately one-half billion u, s, dollo.ra. } 

Ltoat likely explanation of the tro.neaotion, 

The Britieh Exchange Equo.l ito.tion Aooount 11 moat likely tUled 
up with gold , Aooording to our own eaticatea (or, ro.ther, "gu•••­
timatee" bo.aed on British Treuury and Bank of ~land opero.ticm. and 
gold movSftenta into Englo.nd}, the additiono.l r;old reoeived u r~ 
ot the French loo.n would have tUled tho aooount to ito mn<•• ot 
1.350 million. 

The Aooount , therefore, hod to eell eame of ita gold in order to 
be able to abe orb tuture import a or r;old . '!'he eale or gold ..... to be 
~Ade without inoreaaing the cr edit baae, •• it i• felt that expone ioe 
11 proceeding rapidly enou:;)l now 1n En&land . The Account, the refore, 
tro.neterred gold to the Iaeue Department of the Bank or En&land, 1n 
exchmge for ... ich it received o.n equivalent 11111ount of GoverDUDt 
eecurit iea that bad been held egainat the lot• Iaeuea or the Bulk ot 
En&lo.nd. 

It the 11111ount ot fiduciary iuue .. r e lett ,_bulced, the I .. ,.. 
Dept.l"taent 00\lld tber eatter iuue an &d41Uoeal equl'Y&lmt • WDt ot 
Bank or Englalld notu (Oilri'C"7} without e..-cling the lepl U alt ot 

• 
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Soor.t&l')' Jlors-*haa - I • U/11/Mo 

ita tiduoi&l')' note laweo Bad u equi..U..,t ~ ot Bait ot Bilclu4 
notoa boon i .. ued , the credit b.ae would han 'bMD i.Doreued to that 
extent . The lilDlt waa, before ye.terd~, 1.280 allliCIIl. The -~ 
out .tanding ( i.D oiroulatiCIIl end i.D the Bukin& Depa.r1m•.a:~t) -• at the 
legal lilllit 1.280 million, The Ch&noellor ot Exchequer (llotet he waa 
gi von the power by tho CUrrency .lot of 1928 to raieo or lower the •ouat 
of fiduciary note ieeue ot tho Bank of England if he wiehod to do eo 
when requeetod by tho latter) reduced tho 1111ount of note a the Batnl< ot 
Enj>lt.nd oould iaouo without 100 percent gold reaern (i.e. , fiduciary 
ieaue) by an al.moat equal &!llount , 

Tho not rooult of tho reported tranaaotion will be aa follont 

(a) The Br itish Equali &&tion Aooount haa replaced one-halt billion 
dollo.ra of gold i.D its aaaeta with Treaeury Billa of a like Ulount, 

(b) The Bank of England hae replaood one-half billion of Treaaury 
Cills in its aasets with one- halt billion of gold, (i. e , , i billion i.D t ). 

(o) The power ot tho Bank of England t o ieeuo more notee is no 
gre~ter than i t waa, It baa one- half billion more of 100 percent 
gold-backod noteo outstanding, and an equal amount leas of fiduciary 
notes outstanding. It can still iaeue 5 million pounde of aterl in& 
f1duoinry notes . 

It and when nooeaaary by virtuo of outflowing gold, tho rovorae 
operat ion oan take place. 

(d) Tho British Treasury haa dooroaaed ita outstanding debt and 
thoreby its 1ntoreat burden a t the expense of tho Bank of England. 
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B: 

I! . !.I . Jr: 

Burgess: 

l! • .:l . Jr: 

8: 

H.M.Jr: 

B: 

B • .i. Jr : 

B: 

H.Z.f .Jr: 

8 : 

li .M.Jr: 

8 : 

li . ll.Jr: 

B: 

I! . !.I.Jr: 

B: 

B.M.Jr: 

B: 

H.li . Jr: 

B: 

H.M .Jr: 

- Wlder 101. 

Yea, I 1d continue. 

Dec .. ber 15, 19)6 
10:.35 A,l, 

All right . I don't think there's ·~ 

Any par ticular reason t or it? 

No, except this fellow Goldsmith had a - a somewhat bearish -

What? 

This fellow Goldsmith, you know, who has th.ia service, -
Yes 

- recently established service. He had r ather a bear­
ish letter out. 

I didn't see it. 

Oh, it isn't - we aren't really weak, you know, 

No 

The bonds are just about where they were last night. 

No, we - we'll continue a s we were . 

All right . 

I'd like to. 

You' d like to have some tor investment? 

Yes, yes, Burgess . 

Yep. 

Thank: you. 

O. K. 

Thank you. 
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8 : 

H.li.Jr: 

Burgess: 

H.M.Jr: 

B: 

H. !A . Jr : 

B: 

A. II.Jr: 

B: 

H.!.l. J r: 

B: 

8 : 

B.!.!. Jr: 

B: 

H • .J .Jr: 

B: 

B.II.Jr: 

B: 

H.M.Jr : 

B: 

H.Y. Jr: 

- under 101. 

Yes, I 1d.cont1nue. 

C.f .. 
~~ 189 

Deceaber 15, 1936 
10: )5 A.ll. 

All right. I don't think there ' s any 

Any particular reason for it? 

No, except this fellow Goldsmith had a - a somewhat 
bearish -

l'lba t? 

This fellow Goldsmith, you know, wbo has this ser­
vice, -

Yes 

-recently established service. Be had rather a 
bearish letter out. 

I didn' t see it. 

Oh, it isn't - we aren' t r eally weak, you know . 

No 

The bonds are Just about where they were last ni ght . 

No , we - we'll continue as we were. 

All right . 

I'd like to . 

You'd like to bave some for investment? 

Yes, yes, Burgess . 

Yep . 

Thank you. 

Thank you. 
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P.&UIIIIIAI. 01 m I t• UOUfD 

110111 ~lou • '••~. P&rh, rra.oo 

Ill!&: Deo t er lB, 19H, 10 a.a. 

JO.a 135& 

ftOJI OOOIRAI. 

'l'llle aonaiq I IM baok :troa B&eol whee on "'nd•J 
en4 110114ar the BII 41reoiore held their •euq. 'I'M 

41reoiore 4eo14e4 to reo~elld t o an utraor41.D&1'J ... uaa 
o:t BII ellarebol4are (to be oomeiiM t=ed'etelr :tollowlq 

the orclilaarJ enm•al aeetlnl 1n Mar, 193'1) ~t • o. !8 ud. 

other perii nem erUolea o:t the BIB aiatuiee be eaencle4 

io do away Witil the poe1i1on o:t altv~~aie of ibe Pree1dent, 

en4 io •ke ~• o:tf1oee of oha1raan of the Board e.Dd Pree1-

cleni of ihe BaDit 41ei1not en4 eeperate. 

Berell, 1i wae further deo1ded, wae to eerYe u Pree1-

4fllt when ~· ohlulge 1n etaiuhe baa been aade. ~ e1ilav 

'l'r1p a1gtlt oonUm~.e ae Oha1raan o:t the Boerd, or ihe poe1-

i1oll a1pt be paue4 to other -bel"• of tile Boar« la eo.e 

order of rotaUCIIl. All of tile 41reoiore are pleaae4 witla 

Berea, &lUI they want io pYe wthor1tr for the naaiiiC of 

the Ballk to llla, iherebr hop1JII to retain hle evYtoea. 

lo.e o:t the older gOYernore o:t Central B&Dite, howwer 

k1114lr th~ feel toward Bera, heYe ~ogpt 1i Wl"CIIll to 

h&Ye a JOIUIC pr1Yaie Nnker &8"Ye ae their oha1-. 

I wu tol4 ~ se,... that tile propeeed ar~t .... 

h1a •UrelJ llapPJ'• &er• le aadoae Uat there N par­

Uol .. tt• 1a tM BU "r tlte bite& ftatea. ACN14 tJa1e 

M 
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-·-
N arn•se&, ._ .. ,.. a ,. perbpu ltb to ..a a 
•1aU te tM bite& ltatuu ta _.. to uutPUu pe211 ,, 

ocataot w1 til. tM appr.tatu utflo1alu turu. I ., .. u 
.II&•• a bJ.p op1a1uu of BuJua, ... I llel1wu tlaat 

DD DftiO. on. 
18LJ,Ift. 
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1.0!10. nro. Puaplilra... lo. 1811 of Deoeabc 11, 1181, 
hoa tbe Aaer1ou JDabaoiiJ, Pub. 

wbetber or DOt wo •Y pUUoipato officially ill tho BII, 

hio r-illilll at Baool 1'111 bo faYoralllo to uo. 

I opolto nth Preoi .. llt 1'r1p of tlae letberl •Mo BuJt 

aDd tho BII, wlt.o told. • tbat he wao ploaoo4 w11:h ~ 

&rr&Jlle .. lltO u4o Wiih hla OOWlirJ for i014 reciprocity 

Wider tho tripUU 'lie acro•at t o which thoy rooaUy 

a4horo4. Be told •• that tbe telegr• which he laacl r .. 

ooiYo4 froa the Fo4ual R .. erYo Ballk after their aclllcaoe 

wao quite oailofaotory, u4 i t f oUoiJOcl the lineo of ilao 

deolarailoll pYa • by the 0111ioh. In the pre .. nt oir­

atancea, ho oaid, it io aoro acl'l'antqeOila for hia to 

acquire gold froa London non aaainat dollar• than in lew 

Yorlt. Howner, he 1a happy t o ha•e tbe faoili ty which 

may be ••ailed of in oaae of a ah1f1i in rat... IaprO\'•ont 

1n tho Ietberlanda, Trip oaid, ia oonUDillng, ucl a aot'e 

toward reoOYory 1a beilll aeon 1ll tlae letherlanclo Incliea 

eapooially. 

'l'be .t.aerioan •hot aODey• a1 iuailOD wao of lteon 1D­

terea1i t o !rip, aaong othero. Be upre .. ocl the bope tlaat 

tbo tlll1 tocl Ita tea wOilld -• no loclalaUOD wbiob w01ll4 

pODal.lso bo- ficlo iJlyoaW.h Rob aa tboao u4o lly 

Olltob oapiiallaia for -ZIT yeara 1n .t.aerioan railway .­

other ooour1Uoo. Qo'l'oriiGI' loraan •1d to .. aa ilala -

point tba1i be a,.patUsed fully with tlae Aaorlou uailaor-

.lUoo 
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-a-

iiioo in their oo110on fi'IOJ' J.uco aa•••• of flipt flm4a, 

but u &44041 that it wu cliffiov.lt to ODYioap what lopa­

laUOIIl would bo praoUoaltlo u4 wiao, 1f thoro were UJ 

at all. Olar tllroo pb.aooa of piniDC gol4 wore • rhM 

by Ioraan. nrat he roforro4 to ov.r poat-'far lencliq, 

throuah whioh •• obtaino4 oo-ocli Uoa in turn f~ plcl 

iiel4o4 bf foreica borrowora. 

fhon llo took up ao a aeooad pll&ao the period. wun 

Aaerioaaa be.-o dubioua aa to their foroip aoour1 Uaa, 

&ad tbeao depreciated to such an extent tbat foroip 

borrowara uao4 gold in order to bllr til• baolr.. 

Ioraan oitecl ae the tll1r4, and preeent ataao the 

aonaent of (O!Oiuiou - golclf) to the UnUecl Statu in 

payaont for oqu1Uea 111. .&aorio&n indunrr. 

Iaraan aaid be beU~o4 that fisur•• oor:roapODcliq 

to tlloao three pbaaea would u •oil. to o::r:plaiu tho •01mt 

of gol4 whioh wo hold now. Bo roquoatM an I:Jiiliall. BI8 

eoonoaht to prepare a brief ••oran•• for Ilia oontainiq 

aYailablo data OD (1) B:ritiall. capital 111. our ooutrr, 

(3) tho part of it that 1a •on 'fall Street•. I w.a toU 

by tho ooOIIla.iat that u -• f•ilia:r wi._ ._. reoat 

atauaUoal publi-UOD of tile .t.aori- f:rouurr • tllia 

eub~oot, on4 I aa•• 11t.1a furthar pupll.lota whiP a1pt M 

of poaailllo uoo to Ilia. 

!u optai• wu uprooaM ltr lo~ tll.&t watuallr 

tu 1JB1to4 ltatoa w.U MYO to T iato:r•U-.1 
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liii.U .. 1a IPl'e .t CMr 4eelan.Uoa u4 poUeiea appo ... 

to INOk a prooaare. Bow.wv, be r~kad, U ...U 

be a quaaUoa to f1a4 borrowv1 tut would be luita)la • 

. U pre1e11.t tbe fore1p ooutr1el wh1oll tt.pe 1004 oreat 

rarel7 ne ... f'lult1 tr .. tbe ov.tl14a. Be doea DDt baU.we 

tut 1t wov.l4 be wiae to lu4 .. tu poor u'bterl 1\IIU 

a1 tlle DltVIl Du'opaaa u4 tbe lear Daten o01111tr1e1 -til 

tlleir preeent 1tatua -7 be 1apron4. Ill order fv tU.t 

to be a prOYa4, a wr1i1DC cloft of their ov.t1tndt .. ez­

pme1Ye foreip lollll wh1oll are now altoptber or JIUtl7 

1n defsmlt 11 e1181ltial. 

EID SJIO!IOIS ftO AD TIIJlD. 

BULLift. 

, 
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P.IJlAPDAU, 

UC!IOJ roua. Jo, laa& of Deo•'bft 1!, 19S8, 
froa the U.rlou •••IIJ, Parle. 

Jaoolleeoa, lhr.Uelll. eooao-h• of 1illl.e BIB, epeulq 

195 

of 1ihe •Jaot a<a11J1 e1 "-'lo-, reo , ..... to .laertou ooa­

dcleraUon 1illt reoenUy cca-1iM 401Wle tuaUoa v•tJ 

between rraaoe aDd Bwed.a, wllareia aon fporallle 1ier-e 

were eeourecl b)' Bweclen ia rttlU'Il for agreeiq 1io flU'Illeh 

1ihe authoriUee in J'raaoe with -.,eo1fio 4ata regar4iq Ue 

amoun1ie aDd i4entitJ of FreDOh fuade in 1ihat oOWDtr,., 

!he SWeclieh eoo-o.itt iuittt t hat aoaey which it oa 

foreign aarkett in order 1io e•a4e fitoal aeaeuree ia itt 

oountry of orisin ie really of 11 Ule or no benefU to 

the oountry which recehet 1 t , an4 i t not cUtliMl 1io pro­

teoUoa fro- 11Jae tax au1illori Uee of 1 h owa country. 

Jaoobeeon aenUonecl that -oh of the capital oa the .&aeri­

can aarltet it really of thit type, an4 t hat, ooui4er1DC 

t he ~ent of our fundt abroad of whioh we with 1io keep 

traot, we aisht quite effeotiYelJ and alto ~an'-lfoualJ 

enter into reoiprooal asre•entt w1 til. regard. to it. 

I wae aekecl b)' Oonrnor Jor ... ftat I thoqla1i dod 

1ille 11 '-tloa 1Ja :rruoe. I MnUo-ecl to hla 1ille reout 

etrenstllealq of 1illl.e n- O«eraa•t, a.rtata eoo-o-lo 

phe, aDd beff'• cODftuaUal ae1111ra110ee whloa Jae P•• 
ae eoae PJI ap re~r&r411111 lllleralisaUOil of tae J'r.U 

ooanaat 

pollOJ ooaoerlliiiC pU. •• •• eat• ta.lnnta • tU 

flue W&rl/1 .. .lt.la, u well U 1illl.e ezMU te Biela tM 1014 
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belCIDiillll to tJae J'l'euh etab1lhaUoa f'u4 1ta4 ..._ cle­

pleh4 1a clefeMhag tile fr&DO apiut eterllq. •w • 
do .. not 'bel1ne -that the pro'bl• will be eol·.,.4 'by the 

teohllioal arruace•nte whioh are no. liltely to be '-k• 

in l'raDIDe, 'beclwee nen 1t French sold hoarder• llhcN14 

g1Te up the1r plcl. ae a reiUU of a aCil'e faYorable price 

at the Bank ot J'ranoe, or to blaT TreaiUJ'y 'boncl.e, •• laac 

u the preaeni laalt ot confidence oonUDWII the golcl. 

would net r~n ill J'l'aDIDe bllt •• loon ae the protti 

tr011 rnaluatioa ha4 been obtained 1i woulcl. be ree:a:portn. 

U 11 1o111an1 • opinion that • • 101111 •• t he Popular Front 

GoYernment with ite oo-ht eleHnt 1e in power J'ranoe 

cannot realise the oonfi4elloe nece1eary tor ftnanoial 

reooYery an4 .onetary 100111'1iy. 

lor.-.n aa14 ha t hought that J'raDIDe ha4 dODo the right 

thillg ill not alking tor an eneneioa ot the Brit!& 'banltillll 

l oan an4 1a rep&Jillll it. Ullcl.er the pre .. nt oiro.atanoee, 

u aaid, he would oppoee ann loaa ot thie nature u it 

WouJ.4 COllet! tute Olll.J llpatohWOrll: 1 all4 the baeiC arouble 

woulcl. not be r-.cliecl. t hereby. A:a:t euoh borrowillll 'by rraaoe 

wu &leo oppoMcl. by GoYernor Labeyrie, he 1aid, blat he 

•dde4 that L&'lleyr1e h aon couerYaU•• thall the rr..­

authoriUee 1dlo aiglat aall:e the deoie1oa U01R th1e -uer. 

In tiUe oODDeOUon Joraan -Uoae4 11.1e Ullhappbeee IJ't'er 

the reo••' o~• wh1oll ha4 'bHil _.. ill t.lt.e 1111111Vy of 
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I'1Dalloa, 1D01\Ullq .. "...,.ta.~~r• • r.-&1, a.ot oa11 oa. tlla 

grOUDda td laalt of per-.u-., 1a J'reaoll !l'e&IUJ pol1oJ, 

but &leo beoaH of the reepeotiYa a~~r1b of ecae of tlaa 

1D41Yi4uale OOD.Oell'Jlecl Ull ~air oapaci'J !!!li(wll1ut) o0111.4 

not illllpire ooll!14elloa of rr-Ja o~UaU•'• u well 

•• tba ooll!1CS.Ca of o'Jael' IO'fer-nte. 

Joraan el!l)8ote that, unleu eoaeth1ng h 4ou in 

rranoe o~er than reeor' t o halflraJ aeaeuree of a teoll-

n1oal eart, the J'l'enoll will be dl'iun to fO!'II''l•tf(uoh&npJ) 

control or to pel'll1U1q the trano to lhollu eeriouelJ'• 

lo~ th11llte ~at, ae far tile appropriate rate, ~e pre .. nt 

depreoiaUon 11 euf!ioient, adding Olll.J oonfidenoe &114 

good financial adainietraUon oould be reetorecl in J'l'anoe. 

Tiewe quite elailal' t o ~oee of Joraan were e.~pre88ecl 

by 'rrip of tlle Jetherlellde balllt. !'Jae latter bel1ene tllat 

Labeyrie would. be inol1De4 t o wealten tG~rV4 ezohance oozatrol 

1f hie balllt .., be oe.lle4 upon t o gin up iapor,ant quanU­

Uee of &ol4 1n order to &iYe it to the eta'b1lieaUOD fllll4 

to bu.114 up tlle1r eu.ppl1ee. On the other hand., Jae thilllte 

Rueff woUld. be diepoeecl to let tlle trano deol1u and •f1114 

ita ~ppropr1ata 1.,.el• wi~•t Jaa•tac tJae oouace to 1u1d 

on .. a8111'ee zaeoeeArJ' 'o oraata an at.oiiJI)aere wlaarela tla87 

oo'lll4 ef!eoUYe17 oheolt ~e wealtlleee of tile truo. aef­

ereDDe in 0011pl1-t&l'J teras wae 8&48 by • .,.eral of 8J' 
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friuda to recant trllitef. ftaha !rauury f1D&IlOiDC, &114 

contraat in 'ihia reapeot -• 11&4a between tu Allerioan &114 

the French aituation. 

It waa poillte4 out by Jaoo'b .. OD that for three prta­

cipal reaaODa the fillanoial burden of J'r&DOe 1a hea•J'· 

!'he•• reaaona are: (1) upeoditurea for a11UerJ' purpoaaa, 

(2) high carr,.1Jii cllargea OIL public debt, (3) ra1lft.7•• 

InternaU onal acreuenta OIL 41~&r~~Pen1i are neoeeaarr to 

r•aclr the firat ooD41Uon; Jaoo'baaon reo~elllda a force4 

CODTereiOD, to p&J' •• to r•e4J the a-d; he auaeata 

for the third the appoilltMDt of a foreip expert to ll&lte 

a BurT OJ' of the raUwar• of J'r&DOa, 'llhioll expert ah01ll4 

thereafter be ghc extenai•• authoritr to carrr out the 

reforaa whioh he f1D4e eaaential. 

1'1le 8w1aa •atioD&l Bank Prea14ent, BaQh•e•, upreaae4 

pleaaure at the uoothneaa with wh1oll the tllree a4dit1oaa 

of oouatr1ea eligible to gold reoiprooitJ' were aade. 

Baohaann bel1~ed that thia had been effected at a pro-

pi tioua Uae. Siaoe hie oounu:r baa been 4raw1DC ao -~~ 

gold be ia not now aeU:iJii to acquire &Old on the -.rket ill 

tbe Un1te4 ltatea, he hae, on the oontrarr, 'been ah1pp1DC 

gold to • ., York to ba114 up a clapoait ill tbat Oi'lifo 

S.ob•n h&a f1U4 definite aala allld pureb&ae prio" for 

plcl, aa• u can thu be oaloulate4 what the pld upon &114 
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bpc»rt potah are. 'fheretol'e he thtllta U aon eppi'Cipl'l&te 

that hh OIU'I'eDOJ be held nabla aptnat the doll&l' (a ftze4 

gold ourreDOJ) rather thaa ap1net aterltaa, &114 ha 1a 

delipte4 that ha haa the DeOeaaary arrangeaellt wttll ... 

He II&Y, howeYer, want to ll&ke further 1DqU1riea of ua about 

the earll&l'kiDg of gold abroad. 'fhe rederal Rue:noe p.Te 

hia a llegaU?e uner 011 thh potll•· 

Tka be&illll1A& ot the Bwiaa Willter epOI'h aeuoll a.D4 

the outlook fOI' a goOd i llfluz of YiaUon h ez•l'-lJ 

pleaaiDg ~ the SWiu people. 

••UoD&l Balik of Belgi1111 GOYerDOr, J'l'aDOk, eaid 

eYeryth1ng waa eatiafaotory fl'oa hie 'W'iewpoillt ill eo far 

aa colloerD& the tripartite aoaetary agreeaellt. The ua­

aaatneu OYel' the ll'aoh fiD&D01al a1tu&UOil of othv ob­

Bei"W'era that I ha'W'e -llt10ile4 1a ahared by .P'l'&DOk. He 

t hough' that thh would pro•e t o be the real teat of the 

a onetary aiJ'ee-t. Galopill of Belg11111 ea1d that there 

waa continued reoa.ery ill hh oounti'J, and that it waa 

actually 1apou1ble to f1D4 workaa tn cvtaill 11ua, 

Blloh aa a11l1D&, i ll epUe of a fair -bel' of people Do 

ere atill llll ; loye4. 

Gaerally 1 t waa ooaoe4e4 tb' f• a ooaa1un.blo 

period the preau• ayn• of ___..., at latana'toaal 

pld -••t• w111 be DH4edo 'fho1'e ..... •• be -e of 
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a dhpodU• Oil 1oll& put of cn1ora1 bellkue 1owar4 

aaUefaaUoD w11oh the progre .. th&1o l:ae eo pa1oeDUJ bMD 

aohlned ill IIOY1Dg 1ooWU'd u facto atab111saU•. '!lle 

oa1oral. 'ballltca •••M. w111111C to ghe 1obe )12'eaat Mtlt.od 

a 1oboroup trr raiobc thaD 1Dah1o up• 1ou rlghta of 

oatral. balllte and their ge~~eral.ly cODCe1Ye4 idaaa af 

onbo4oxr. 'fu central banltare, aa IIIUI&ift• of etab111-

i1on fUDda or ae f1aoal. agent• of their ireaaaz1ea, are 

cooperating aaUefactorUJ; a ... ung place h offered 

tb• by the BII. Bowner, 1t would be too auoll. i o upeoi 

tba i ontral. bellkere would auddenly beooae oonYarted t o 

the 1daa tll.ai U 1a deairable ae a peraaDGi pol10J i o 

ll.ave 'freaaury -ac••ni ot curreDOiee. n wae ••-4, 

of oouree, tl:at 1.n .J'&niiU'J leg1alaUon would be enaoied 

peraliUng oonunuaUon of 1ohe Aaer1oan atab111sai1on 

fund eo the 'fraaeury will ll.ave a required 1natruaat ill 

1obe eoh ... of 1Dternai1onal ocmtrol of sold -ov•••• and 
1ohe 

of progreea iooward eiab111iy of/ourreaoy. 

Bach•ann, tnoldenial.ly, showed to ae a o-loaUon 

froa 1obe Pol1Uoal. Departeu1o of SW1hcland, in wll.loll. 

wae repor1oM. lnforaaUoD troa Parle 1obai J'ra110e _. aOilD4 .. 

oui ill& tna11oe4 lia1oee reprdlng an BU'ly aoDB1oary _. 

eooD-'o Meiiag at 1ohe elx •gold reo1p2'ool tr• oOUD1or1ee, 

and 1oll&1o 1 1; ~ be• reoe1Y.. faYora~y 'llf ._e Preal .. llt, 

aa1 ll.e would, willeD ll.e go1o .._.. fr• lll•oe Airea, &1•• 
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the .. ~tar h1a a~ten~1oa. I told B&obwenn th&~ I bad 

no ltDOWleqa wh&~aoeYer of UJ euoh propoul. It h 

Bacheenn t e p«UCIIlal 14M that 1t 1e beUer t o try a.at 
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t he praeut arrupaant for a while. 111 op111l1a.a 1f U were 

aol1o1ta4, wQ&ld be, howwar, that no c onferanoa 1e nace.­

aarr and mora co~~pl1cat1one thaD beDef1h a1pt raeuU 
• 

therafroa 1n tie preeent o1rcuaetancea. 

I wae aelte4 bJ Dr. Schaoht to c•e t o aea hla. Be 

t ol4 ae he enJOJe4 hie recant tr1p t o the I ear IIUt, but 

he encountered Tery at1ff Br1t1eh oo-erc1al c a.pet1t1on 

1ll TUrlter. Dr. Schacht aalted ae t o a uure .,. people that 

he wae not aeelt1ng to f ollow a lone trail, a.n4 he 'ft.llted 

h 1B countrr t o r ea\11141 her proper place i n the t rade and 

finance of t he world. Bow..-er, he t old JDe t hat when he 

baa not t he • - to i lllpl-nt a pollor IIUOh ae t he tri­

partite decl aration, 1t would eerTe no purpoee f or h1a 

to aalte a p1oue pleqe of adherence to 1t. Be a~reeeed 

w1111npa.. to 4..-alue the aarlt when8Ter be a i pt be 

ooDY1DOe4 that this would raallr be to the beat 1ntaran 

of hi e oountl')', bQt that he ooul4 not ra1ee axoh&Jiie con­

trol 1f he 4w&l-ae4 now. 8houJ.4 he ra1ee exo~ c ontrol, 

Jewe ud eo .. othere would prOIIpUJ take out of Oei 1 

wbat capital thar et1U bpe there. .Ueo, o-ero1al 

ha.aeee 1r0Gl4 et.rt bll1lcliq up 4apoe1te abroad, &114 oon-

oerna 
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oenaa in a poi1Uca 1;o do eo would Jaann ~ e:~port oapltal 

to rade• 1;ha1:r 4ap:reolate4 eeou:r1Uae o.n a:rtetl 111 fo:re1p 

coun1;:rlea. In the o1rouaataaoea 8oheobt ocae14e:re 1;he 

p:reaent eoca0111o pol1o1ea of O.r.any 1~Ua'ble. .. .­

cla:re4 tJaa1; he 11 anxioue to aue:r tha 'll'ho.,.e:r &1114 ae ba 

•Y be able to 4o eo. Be aa4e :reference to the apellll 

wh1oh he ae.4e :reoentJ.y at Frankfort with regar4 to 'the 

need of O.r.any for oolon1ea. Ae I told h1a 'before, I 

ap.in aa14 1;hat I 414 not eee wha1; the Un1h4 Stahl o01ll4 

do for Gerii&JQ' in the laUer oa11 , and he replied 1;ha1; 

we oer1;a1nly could uee our good 1ntlunoe. Be aenUoned 

tha1; Aae:r1oa wu et:r1Y1q for world peace, but that 

thia wae 1apoee1'ble wUbout Europeaa peace, an4 Geraaay 

wOilld haYe to figure 111 ~opean peace. I r•1ndl4 

Scbaobt of 'the uwal IUigiiUone which appear 111 tbe p:reee 

.taUDg that Gerany 11 1;at1DC tbe lead 111 a:raunh aa4 

1;Jaat O.raany ooulcl aore quietly reoOYe:r her 1nterll&l. 

proeperity &D4 1nternat1oual poe1t1on if aha 1p111t on 

other raw aate:riala the exohaaae d1sburel4 for war -

ter1ala. Be denied 1;ba1; Genany ha4 taken the lead 1n 

_..nte, &D4 aa14 that only after •••ina her netpbo:ra 

era af'er the war ha4 Oeraany oonne11014 lN1141Dg ~ a fo:roe 

llllff1o1ent to aa1111;&1a a.r.an naUonal eelf-:reapeo1; aM 

h:rr1to:r1al 1ntei%UY• Be toU M tbd Ger.any •• :r..., 

to 
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to 41econtt.ae UJWac aDd. wen w •tar• 41A1'•1ac wbe~~We 

a d111a1' ... on• pllllb •lib• be reaohe4 wUh &Jw nellbbol'lq 

o01mtrleo. OR•t Bl'Ualn, he eald, no the prl110lpal 

offender at pnoon•. I then aako4 hl• whethu Gel'll&llJ' o 

aoUono had not been reeponolblo for Br1UIIk pollor, •• 

he o.pha Uoallr denlo4 that ouoh wae the oaoo. Bo ea14 

that for three rouo !§.(tho BrlUIIkT) ha4 watohe4 Gemanr 

raam w1 t!lout booomnc 1ll tho loaot 1r0l'r1a4 abou.t U, 

aDd 1 t ... CilllJ when ltalf d0110netratod W Qr .. t B1'1'ala 

the f omu' o thr .. t to do.inanoe 1ll the Kedl terrn•aa 

tha• a fwuioh prOil'U of re&RU~ont no 1naupratod bJ 

the 81'1UIIk. 

Sohaoht aald that when he wao 111 l'r&DOe the pan 

-er he def11lltelr ext8114od the olh'e branch t o Blua. 

Blu. no di~~poeod to aooopt it; 1. e., to cooperate toward 

p er.! ttlll& GerMDJ aoo .. • w raw •atta1ale ill a eoh•o 

for ohoolt1Jic r~•. Bl- in tum toolt up the •ttta 

wit!a the B1'1Uah. .looordiaa t o Schacht, the Britlu 

refUIIod to parUoipa•e in euoh a •'"e and nothiJii •-

of u. In thie oonneotiCIIl Sohaoht' • a881e•ut,Beohelu, 

•enUCIIlod to .. the effort& of Gemur to oo.llaborato witll 

Portupl. 1ll the ooo~o dwolopaoa• of tile .&acola oo~ar • 

.1 o rr alone tho foUorilll linea no -.4o ~1 CillO 

of ., B&oel 11'1a.48 of tho Tl... uoft1o1allJ ouho•so4 -' 

BaM1 
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Baaelo fteH WU OOIUII&r%-Oe b)' all O'b!Nn'ere ~at 

aotual illpr-.-t ou 'be .... 1D ~e UDJ.t ... ltate•, 

L&Un .&Mr1oa, tile •teru.ac area, •t.tserlaa4, Jlelct..l 

and ~. •etberlu.ts. There -• n-u ea.. p1H-wp 1a 

Blllp.rta u4 Jauapry, 'beolnM Of pod Ol'Oplo lpti1a 0 

Ch1oa, rranoe and Gera&DJ were .. auone4 u the four 

•11ae(!) epoh. Oil 81m4aJ Ba•el p1i ane of ~~ Clla1a!!e 

c~UoaUGD. There waa cou1411'able o0110era a'boa1i u, 
etpeoiallJ UOIIC the O.~•. al1ihouch 1ill! e1 tv.aUGD o01ll4 

D01i 'be Wlllereto04 fuUy 'b!nllee of 1n~Qff1o1en1i Mtaill. 

There wae a f"lillC of Wl!&liDel! far :rraooe 'beoauee of 

the 'budgetary a1 tuat1oa, and far 0.1'11&111 'beoauee of 

her p ol1o1e• oa fore1aa and aGDe1iary uUere. O'beerYere 

en1ieru.ine4 11t1ile hope far a real eolutton of ~e 41ft1-

oru.Uee 1n e1~ of theM two oou1ir1ee •• loac u oODtrol 

1a 1a 1ihe hiM! of 1ill! pr!MDt le&Mr•. 

One of the Yi!Uara at Baeel dlll'illg ~· -u• of 

the BIB -• OoutanUae Jl&plre, 1ib.e Bank of noaraaua'• 

Aller lou actr1!11' • 

.J&JIU&1')' U b.u 'b!!D M1i U ~e 4&1ie far ~e aut 

-•tac of the BII 41reo1ior•. 

D1) l.o!IC.I J'OGil • fULQ. 

DD wn•••. 
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Secretary ~ State 

Washington 

613 , December 16, 1 p .m. 

FOR 'l'R?.ARU"rr. 

GRAY 

Lond.cm 

Da ted December 16, l as6 

Rec ' d 11 :10 a.m. 

Su1·priae •as caused 1n the City yesterday by the 

announcement that the Bank of F.ngl. m d had taken over from 

the exchange equalization fund 65,000, 000 pounds or bar 

gold at ita statutory price ct 84 shillings 10 pence per 

f i ne ounce . In answer to queotions 1n the House or 

Commons last evening the Chancellor of the Exchequer 

stated : "As a temporary measure it has been decided to 

1ncrease the anoUllt of gold held tn the Issue Department 

ot the Bank of England by 65, 000,000 pounds . Such a atep 

by itself would, of course, mean a very sharp e~panaion ot 

the credit base ror wl1 ch there io no jus tifi cation a t 

the present time . I have , therefore, at the requeat of 

the bank directed the reduction or tiE tiduciar:r iuue b;r l 

60, 000,000 poUllda under the powera con f e rred b;r the 

Curr ency and Bank Hot e a Act, 1928, tbua 1 1m•t1n& t he 

expansion to amal l d1men a1ona. I would a dd tb.at t here ie 

no areater permanence 1n theae ar:;anaeaenta tban UJ' ... 

deatrable 
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desirable since the fiduciary i ssue ma7 be increaaed or 

diminlahed at an1 time in t he future in accordance with 

the provi dons of the Act named 11 • 

He further continued: "It is not limited i n time. 

There wes no specific time mentluned b7 me in anawer to 
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the question but I explained that it is a temporar1 

measure and 1f condi tions change there is sufficient 

fle.xib1l1t7 in the arrangon ent to enable us to alter it . • 

He fUrther added that he felt he could give a definite 

assurance ttDt this process will not have an adverse effect 

upon trade . 

FINANCIAL TIMES editorial states: "In order to 

prevent, in accordance with the Gentlemen's Agreement, 

the undue appreciation of sterling which will be t he r eb7 

tmplied it ma1 be tha t it has been found better b7 con­

version of 65, 000,000 pounds of its gold t o restore to 

the equalization fund its elastici ty as both seller and 

bu7er of sterling". 

FINANCIAL NEWS : "Only possibl e uplanation for 

such a large transfer of gold from the exchange equaliza­

tion account is t ha t the sterling resourcea have beeo.a 

depleted as a result of its gold purehase a". 

TIUS, C1t7 editor: ''The operation 1a not det1at1onar1 

but it can be looked upon as l ikel7 to check undue in­

flatioh. No thoughtful observer of economi c tendenoiee 

can fail t o be Impressed w1 th the sharp rise in c-od itT 

pricea, 
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pricea, ror their upward tendenc:r becomes dallJ mare 

marked. · While a eubetenthl r1ae in ccm110d1ty prioea 

over the 1931 level was aooner or later inevitable, there 

is always a result that it may be carried too tar when 

the basis of credit is being rapidly increased b;r large 

gold influx; the reduction or the fiduciary issue ahould 

t end indirectly to d1m1ntah that risk" . 

BINl!WI 

KLP 
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SecrEtary or S~ate 

Washington. 

GRAY 

PARIS 

Dated D£c£mb£r ~6, 1938 

R~::c 1 d 4:03 p. m. 

12591 DEcEmber 16 , 6 P• m. (SECTION ONE) 

FROM COCIJRAN . 

On continEntal EXchangE markEts today sterling 

showEd strEngth particularly a3Qinst thE dollar, 

prEsumably as a rEsult of the British official dEcision 

to transfer 65, 000, 000 pounds of 30ld from thE Equaliza­

tion fund to thE Bank of England and to rEducE the 

fiansiary circulation of the bank by 601 000, 000 pounds . 

Florin also strong following thf: transfer from thE 

Dutch stabilization fund of 100, 000, 000 florins to 

thE Bank of NEthErlands . ThE British action was 

undoubtEdly th£ result of the largE gain of gold by 
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thE British equalization fund through thE rEpaymEnt of the 

FrEnch banking crEdit. ThE Dutch stablization fund has 

for some timE been acquiring geld on the London markEt in 

exchange for sterling and dollars which it bad protected 

in an Ef fort to prEvent a ria£ in the norin. Tb£ 

forward discount on tht franc declined significant l y 

today upon thE announcemEnt by Hin~.ster of Finance Auriol 

or thr 
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trom Paris (SECTION ON'B1 

of the: tErms of a Tre:asury loan to bE launchEd tomorrow, 

thE possibility or which has bEEn rumorEd for some: t1111c . 

I !lavE just visitEd Rurrr at th£ ll1nistry or Finance: 

1n ordEr to confirm =Y un~ e:rstanding of thE opEration aa 

g ivEn ovEr thE radio. 'tuEff gavE mE thE full tE·: t or 

Auriol's dEclaration wllich statu that thosE pEoplE who 

may hold c£rt5.t i catu indicating that thEy havE dq>ositEd 

gold with public pnyin3 ctticEs bEtuEEn o~tobEr 1, 1936, 

and J&m!ary 15, 19371 will bE pErmittEd to submit thEe£ 

cErtif icatEs at thE ratE of 100 francs old parity in 

subscription to thE nExt loan. ThE bonds 3LvEn thErEfor 

will ~ay ~!~ and nill b£ rEimbursEd aftEr 3 yEars at 

140 (END SECTION ONE) 

BULL ITT 

KLP 
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Secretary of State , 

Washington, D.c. 

1259, Decombor 16, 6 p .m. 

Gra:r 

PARIS 

Datod December 16, 

Rec'd 5:37p.m . 

(Section Two). 

Holders of tho 1936 Auriol baby bonds of six 

209 

1936 

months and one year may oxohange them for new bonds . 

Tho new bonds given therefor will be reimbursed after 

nine years at 140 and will pay four per oent . Both 

categories of bonds will be acceptable as security against 

advances at the Bank of Franco and after one year they 

will be aooeptable for advances under tho so oallod 

"thirty day" provision. Tho bonds given against gold 

oortifioates will be acceptable in payment of inheritance 

taxes up to thirty per oent and those givon against 

Auriol bonds will bo acoeptod up to twenty per oent. 

Both categories of bonds will be exempt from special 

taxes applicable to soouritios . The identity of sub­

scribers will be respected and no penalties will be 

applied for tho r eason that tho time limit for surrend­

ering gold was yesterday prolonged until Februa~ 1 , 1937 . 

Auriol hopes that tho above operation may l i quidate 

the backbone of devaluation and will also lead to tho 

essential collaboration of French capitalists with tho 

task of reconstruction &nd peaoe undertaken by the 

O"ver -nt 

Regraded Uclassified



210 

-2-
From Paris. Doc . 16. ~1259 Soc 2 . . .... ' . . 

Govornmont . Tho IUniator of Pinanoe emphasized tho view 

_,thAt tho r ecent international monetary agreement "made 

it unnooossary for Franco to hove recourse to any 

methods ot oooroion in order to guarant ee the exchange 

rate of its currency. " This agreement he continued 

was intended to safeguard betwoon the principal nationa 

tho freo circulation of capital upon which depended 

tho economic convalosoonco of the world. He said this 

froo circulation will r emain intact ; that the exchange 

stabilization fund possessed tho moans of assuring it 

and vtill insure it. 

Auriol condemned rumors tending to discredit tho 

French financial situation. Ho insisted that from now 

on tho Fronoh mone tary rogimo will be one of oomploto 

freedom . French capitalists may freely purchAse foreign 

ourroncios or invest abroad and foreign oxohango deal­

ings are unrestricted. It is only required that tax 

laus bo respected . Re ploadod for public confidence and 

faith in the credit of tho country. 

End Section Two. 

BULL ITT 

EMB NPL 
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'!tw ,.._.el ReMrft ~ ~ I• York t-U& the att.abK OOOJir 

of a letter reoel ft4 frOIIJ the lallco 4e la Rep1bl1oa orlntel ul 

~ lloaterl4eo, topthw With a draft ~ their propoM4 cable 

replJ. 

llr. hOke ~ the ,.._.el aeeerft lult etete4 that the)' tel\ that 

the aa•er prepare4 liT t~ wu teolullcell7 correct 'bolt that t'bq 

whhe4 to recelft the qproftl of the 71'euu!7 before 4hpatch1ac U • 

. U Seoret&rJ ' llol'c-thau' e requaet, I took thh up with .Uehtezat 

seoret&rJ ~lor, who approft4 of u, u4 ar0111.04 a P. 11. 41eouM4 U 

wUh the Seoret&rJ oftr the \elepho• u4 he aleo qproft4 of the u._ 
patch of the cable liT the J'w4eral aeeerft -... I aot1f1e4 llr. boD 

liT telepho!M accor41llc1J. 
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tetter to hbral lloHI'W Balik of .... York h• Juco 4e 1a llepu.'blloa 
()rlen~ 4el ~ lloDh'f14eo 

:Dec ••• 1936 

Ge11tlemo~~: 

I• ban c•• to the oeaoollal period of our export. which 08UMO 

a'INII4allt 111ppl7 of forolp •zrh•nco , a clrc:uaotaDeo which penolta u o w 

'bW.l4 up our hol41~~&o w at1af7 tho d • .,,. durlnc the tiu of 4eollllo 

111 tho uport of our protuct. 

It 1a our 111'-DtlOII to lcMp pert of our foro1811 acbance naern 

1n gold 'baro, which 'ban wo waW.4 ac~o throu&h )'Gill 111 7our UZ'll:et &114. 

ntruot to 7auz oaro Wl4er • Ml'llllll'll." tor thla 'oallk. 

I11 affect, n wou14 .-placr the Iollar 'baluooa 'lhich n oUll ban 

a'f&ilable 1n •• Yon u4 alae t ho prooMda tra the aalo ot pel"""• 
aterllll& 'lbich wo woul4 tra~~ater tr• Lollloll. 

u TOll kllalr, tho Juco 4e 1a llepu.'blica orion~ ul ~ 1\UtUla 

tho twact1o11o of a ontral Balik aD& u IQoh mal11ta111a a11 acoGWit w1 th the 

l iD to lcllllllr lf wo w01ll4 later IIIICCIIIJiiW Uffloul tioa ot a l -eal ...._ Sa 

h"lT ao'finc II10h colt, 'M 1t for uport, Mlo, attootlll& JIIQ'IIeJlt Sa 

.... York, oto., or tor -.klnc ~nta a'br0411l. 
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opcaU• we JI'~Jpe~M. •• Ulult ,_ tor 7- aU•U• to - nt110d• 
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l)ratt of cano to Jluloo u 1a lltlplllltoa Orlatal ul ~ lloato'liuo 
tr• l!4!rtl a._.,. •* of I!! z-

J)oc. 15, 1936 

TCNZ letter J)ocOIIbor 4 . Gol4 for ~ aa CODte.pla~o4 liJ' JGQ 

Call be obtalllo4 frCD tho U. I. 'll'~ ODlT UJlUr lteOJlM h.u4 liJ' tbo 

Soereta17 of tho D'M.ul'T aa oat forth 1Jl .AJ't1ele 5 Soet1oa 34 of tho 

Pro'lioioul Jloeulatioao f01'Wa1'4o4 J'Oil 'lith ouz letter ot llaroll :u, 11136. 

If Tt:JO. will oalllo uo tho _, of gol4 wb1ch TA th1Jdt TA -. wle to 

aequlro,_- lhall be cl.a4 to ..a pr.-pt IIPPlieatiOJl to tu tr~ all& 

are hopeful that tho liea .. ,. be Sl"allto4. 

u 7A -=- tho D'~' • praant oolllllg price tor gol4 h ta5 

par tho owx:o pluo l/41f. h.u41111g charp. 1J111 gol4 aequlro4 ba"o UJl48r 

Ucenao of tM Ioera tarT ot tho !r'OOIU17 aJl4 plaeo4 wl th u a UJl48r ear-n 
tor TCNZ accowst, .q, UJl48r llc- Sl"allto4 u a liJ' tho IOCiratarT ot tho 

!roaaa1'71 (a ) be pDrchaoo4 tr• J'Gil liJ' ua aa fheal agoDt (aa oat forth 

on page a of ouz letter to TA ot Karch :U) 0114 tho proeoo4a WA14 be at 

youz frH 4hpoaal, or (b) be uporto4 liT ua to '10IJ. or TCNZ orclor. 

•• wte to uoo tbia opportullitT to 4r• Tflllr attutia to tho n.-.. 
_, oa tho tn~pel"Uto agr-Dt la..aH ill lro.tl'actn, l'Vh-' tw• 

OJl Sopta'Mir ~ 0114 ill pel"Uculc' to thal part wldoll ill'li toa tho ......... 

UCD ot o~ aUaa. If ,_ abR14 tUnf- be ,..._ate~. to Al­

tho p_.al tuatloa ot noiprocal UalillC• la goU - aaccoat that tbia 

M\\01' be toDD uplr Tfll'6 'a"~ 'lith- !I • ....,. thl'IIUP Tfll'6 l.apalOII 

ill 1rooMact-. If tllo I" sn1 tuoUOII 11 ._UK .... , at th11 oM 1 
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Mt!Or'""" ot Conterepce in the Storeta.ry •a Ottige, 

!Jtdn•ad&Y· Dee!lllber 9 . at 11:45 a.m. 

Pre5ent: The Secretary 
llr. Oliphant 
llr. Gibbons 
llr. Gaston 
llr. Graves 
llr. Berkshire 
llr. 1'1111 iamaon 

The conference concerned the disposition or the so-called Barney 
Franklin c~se , involving a violation of tho liquor laws in tbe Northern 
Illinois J udici al District. 

Kr. Graves briefl)' stated the fac t s in the case, vhich arose iD 
June, 19J4, sa;ying that the Alcobol Tax t1nit at that tiae discovered 
in Franklin' s barro0111 iD the Loop District in Chicago an illicit recti­
!'ying plant with certaiD o.uantitiea of untaxpaid spirits, counterfeit 
s trip stlimps, fraudulent labels, etC.J that in the period which has 
since elapsed the District A ttomey at Chicago has shown no diapoaition 
to prosecute the case; thllt the case had co;oe up in court man;y t imes 
but }nd been COnti.nued, ::OIDetillles by oilatory tacticG by dafenae at­
torneys and other tilnes on "'otion by Assistant United States Attorney 
Glasser, who handled the case thro114bout; that an offer in c011proal.se 
l.llld been lll8de on behalf of FrankliD which this Department baa consist­
ently reco•lllended should be rejected; t hat the Treasury Departaent bad 
coneistently recouended prosecuti on of t he case; that on llov•ber JO, 
notwithstanding the consistent rec~endationa or tne Treesury Depart­
"'ent, Assistant United States Attorney Glaeser bad reco:mnended that the 
case be disposed of by f1.n1.ng Franklin tbe 1111.11 of ~1,650, this being 
the amount of' the offer in comproiDise above referred toJ and t hat the 
Court bnd taken this recOliU!eBdation under udvisement end had set Thurs­
day, Decmeber 10, as the day when Franklin 1 a sen~e would be iaposed. 

llr. Grana further stated that be bed broll4bt these facta to tlwo 
attention of llr. Oliphant , llr. Gibbons, and llr. Gaston, end all acreed 
that they Gboul.d lie preaeftted to the Secretary, with a view ttl bh 
calling thea paraonal.ly to tbe attention of toe Attorney General . llr . 
Olipbent st..ted it u hia opiDion that tbe Secretary would be juatified 
in requesting t he Attornq General to secure a further coot1Jwance ot 
the case, w1 th a view to assigning a spacial prosecutor to .Ue &D eff ort 
to secure a more severe aent..ce for Franklin other than tbe f ine •uc­
gested by the United States Attorney, preferably a :>eni tentiary sentence. 

llr . llorsenthau put in a call for tbe AttoJ'lley General but wae lid­
vised that t1wo latter n e at the ro.ent engaced in a .-.rasa confer_, 
at the conclueioa of which be . oul.d cell tbe Secretary. llr . llorgeat.lln 
stated tb&t be would request the Attorney Gtmeral to • • llr. Olipllut 
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personally, with a Tie• to •ecuriD& eoM JIOre aatiafacto17 action in the caae. This conc.luded the conference. 

llr. llorgenthau later telephoned llr. Oliphant that be bad talUd with the Attorney General and stated the utter forcibl)' to hill, referring to an editorial in the Chicego DaUy Bewa. II r. llorgentbau turther said that tho Attorne)' General would bave llr. llcllabon see llr . Oliphant at ones and asked to oee tbe edl torial, which the Secret&l'J sent to llr. Oliphant aall:inc hill to send it ova.r to the Attorney General br band. 

The editorial was sent to the Attorne)' General and a abort t.lae there­after llr. llcllabon called llr. Oliphant and a conference in llr. Oliphant' a office waa arranged . This conference occurred the same afternoon jn llr. Oliphant ' s office attended ey tha followingr llr. Olipbant, llr. Graves, llr. Berkshire, and llr. A Tis, for tbe Treasury; and Assistant Attorney Ge.,oral ilcllabon and llr. Lawrence, for the Departaent of Juotice. At thia conference, the facts of the caoe and its handling by District Attorney I goe ' s office were fully d1scuaoed, a id llr. llcllahon agreed, subject to the J.ttorney Goneral 1 s approval, to request llr. Ig~ ey telepbono to secure a continuance of the caae for the purpose above indicated. He also stated that should Yr. Igoe•s attitude be unaatisfnctory, he would personally telephone Judge Sullivan, before wbo:o the case was pending, present the facts to hill, and request him to continue the proceedings. 

llr. lellowly, on December 10, called llr. Berkshire aaying tha t one of bis oen bad been in court when this case '0&8 called before J• Sullivan, that 4ssiatant United States Attorney Glasser had renewed Ilia recommendation of a fine of $1. 650 on one of the counts and e. one year suspended sentence on the .:>tber counts. llr. Berkshire phoned this to llr. Oliphant, •bo called the Secre~ry before teldng tbe matter up with llr. llcllabon. Tbe Secretary approved ll.r. Oliphant 1 a calling llr. llollabon, who said be bad heard notbi.ni, and when lolr. Oliphant told hill of the outc011e , be ex-pressed regret. l'ihen llr. Oliphant asked ..-b,y a continuance was not obtained, be aaJ.d be had called I goe and Isoe bad said ther e could be no continuance because Judge Sullivan was insisting upon an l.Jeaedi...te disposition of the case. llr. Olipllilnt aaked llr. llo!Jabon i• M !>3d cs.lled Judge Sullivan aa be had aaid be would. llr. llcllahon said that be had not , that e.ftor leavin;: tile conference mentioned above, he had thought the matter ovor furth~r, bad talked to the Attorney Genoral, a nd it hc.d been decided that it .. ould be iaproper tor llr. llcllahon to talepbone Judge Sul11van. 

llr. !lcllahon did not advise llr . Oliphent thc.t there was t o be no con­tinuance. 

Wban the foregoing outcoJ1e wsa coiiiiUilicated to tba Seoret8r)' b7 llr. Olipbant , he said that be would now prepare a c .. plete record which be would send to the Attorney General over b1e own aignatnre. llr. Olipba.nt undertook to ba•e auch a record prepart.d , worldng with llr. Graves thareOD. 

(Siped) B. OLIPIWI! 
HAa>LD I, GRAV!S 
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Secretary of the 'lre&"'llT llor&entbau to~ announced the final aubocripUoll 

and allotment figurea with respect to the current otferin~ of 2-1/? percent Treaaulr 

of 194~6~ And 1-1/4 percent Treaoury Notoe of Soriec o-1941, 

Subacrip tionc and allotments were divided among tho eevera1 Federal Reaorve 

dhtricte and the Trenaury no follows: 

Feder al Recorve 
D1otric t 

BoG ton 
lie" York 
Fhllt~delphin 
Clevol•nd 
Richmond 
Aqanta 
Cblcpgo 
St. Louie 
llinncnnolic 
Kanc~a C1ty 
Dallas 
San Prancicco 
Treaaury 

'l'OTJ.L 

Fodern1 R<'oerve 
D1atrict 

Booton 
llel'l York 
Fhilodelphb 
01evelnnd 
Richmond 
Atlantn 
Cbicc.go 
St . Louio 
llinneopolia 
Xan~a City 
Della a 
Sr.n l"roncloco 
Trcraury 

TOTAL 

2-1/2 PBilCEll'T Tl!EASU!!T BOI"])S Q? 194~53 

'i'o t.."\l Ceab 
::Uboct"lptlona 
lte::elved 

$ 447,164,800 
2 , 421,950 ,900 

305,6?8,000 
310, 184,200 
151 , 279 ,100 
141 , 498, 250 
464 , 5?0, 250 
136,293,650 

65,113 ,150 
99 , 4?8,300 
88, 340, 250 
314,~,800 

Total ExcMD4;e 
Subecr iptiona 
Received 
'Drc~ber Notes ) 

6 , 164, 600 
1•12, ?84, 000 

1 , ?43, 800 
3 , ?31 , ?00 

25 , 989 , 600 

Total Exchnntle · 
Subocri'>tiona 
Received 
*!'ebrw>::-Y Uoteo) 

6, 063,800 

1 , 381, 900 
50, 333, 90C 

8 , 561, 600 
1 , 2<.6, 200 
3 , 669 , 300 
1 , 522, 10C 
4,311,600 
3 .770.900 

$255,211 ,200 

187. 83'1. ?00 
4 , 382,400 
4 , 313, 900 
6 , 011, 500 
3 , 131 , 500 

40 , 51 .. , 600 
3 , 190, 400 
2 ,??6 , ?0C 
!:1 , 505,000 
3 , 686 , ?00 

18, 32!:1, 300 
6. ~9.000 

$2!:16, 001,500 

Total Ceah 
SubacripUono 
Allottrd 

$ 67, 425,350 
363, 988,700 
46, 880, 150 
47, ?81 , 650 
23, 313,450 
21 , 869, 850 
?1 , 496 ,400 
20, 213 , 600 
10 , 157, 050 
15, 901 , 700 
13, 952 , 250 
4? , 490, roo 

966.0()0 
$ ?51 ,436, ?50 

To tel :Bxchnnce 
SUbocriptlona 
Received 
f1otted in tun: 

12,2M,400 
330, 621 , 70G 

6,126, 200 
8,0.~5 ,6~0 

32,004,100 
4,513,400 

90,848,500 
11,752,000 
4,022, 900 

13,174, 300 
5, 208 ,800 

22, 6«>, ?()() 
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Fodornl Reserve 
Dhtrict 

Boeton 
Jew York 
PhilAdelphia 
Oloveland 
Richmond 
.HlMtn 
Chien.,"<> 
St. Louis 
llinner.polb 
XMMO City 
Delll\0 
SM Frnnci!>co 
'l'tct\cury 

TOTAL 

- 2-

1-l/4 mmt TI!MS!.!RT liQTIS or SE!!I!S o-1941 

Totn1 :b.chllnge 
SU'bocr1pt1one 
Beceive4 

219 

To tnl :b.clw>ge 
Su'bocr1pt1ons 
Recoind 
(Decem'bu Jote•) 

'l'otl\l lxchllnge 
SU'becr1pt1ono 
Received 
(l e'bruar:y llotu) (Allotted in tull) 

• 2,001 , 900 
76,135,600 

1 , !164, 600 
1,435, 100 
1 , 800, 600 

286, ?00 
3 ,43? , 100 
2,343, 500 
2, 318, 400 

690, 900 
109, ?00 

1, 332, 400 
135, 400 

.93, 994, 900 

• 4 ,828, 800 
'1'J . 04?. 800 
5 , 37?,100 
?,?99, 300 
1,542,100 

153, 300 
3 ,2??, 200 

645 , 000 
4,572, 900 

949 , 100 
156, ?00 

2 , 37!! ,000 
72 ,000 

$112. 800. 300 

Totnl Caoh allotment of Bonds 
Tott:U Exchange allotment of Bondo •• 
Totnl Bondo allotted •• ...••• .•..... 

• 6,830, ?00 
1f\5, 183,400 

? ,341, ?00 
11,234,400 

3,345,700 
440,000 

6, 714, 300 
2 ,908 ,500 
6 ,891,300 
1, 640,000 

266,100 
3 , 711,400 

207, '.00 
$296, 795, 200 

Totl\l Notes Allot ted ••.. . . • .••....• '"ii~~~~~ 
Totnl Bonds ~~d Boteo nllot ted •••.• S 

--oOo--
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FC!I IIOU!DUTE RELEASE 
Fri~~Y. December 18. 1)36, Pron~ Service 

Wo. 9 - 10 

220 

3eorotary of the Treanury Worgenthau announced today that beginning 

J~~unry l o 1)37, a new ooriee of United Stateo 3avingo Bonds would be off&rftd 

for sale, The new oeriea ia deei~P~&ted Soria~ 0 , to differentiate the~ e 

b~ndc !rom thoce cold prior to January 1, 1937, The iosue price of tho bondo 

of Seri eo C i : the came aa for the bonde of ~riec B, the cale of ~hich will 

t ol"'llinatc on December 31, 1936. The new ceri~c h governed b7 Treaaury Dep&rt.-

ment Circular No, 571 , dated December 16, l)S6, 

Gavin~c bond~ are on &ale at poet o!fico8 of the fir:t, oecond and third 

r l8ocoo ~~d at oelected post offi cec of tho fourth clacc: they may eloo be 

purchnoed by mail upon application to tho Trencurer of the United Statoc , 

l nohington , or t o any Federal Renerve bank, In addition, certein Federal 

Savingo and Lo~~ A~ociationc and 7ederal Credit Uniono are authorized to act 

8 0 ficcal agentc Of the United 5tetec in accepting appli cation& for C&Y ing: 

bonds from their m.embera, 

United Statee 3avings Benda ere oold on a di•count b~ois, the iocuo pr~ce 

bfling $75 for each $10C maturity value payable 10 yearo from the ioouo date, 

Thoy ere redeemable before maturity (but not within 60 dayc after their iac~ 

date) et fixed redemption valuea which increeao at the end of the firot year , 

end each 6 montho thereafter to maturity, I f CPVin~ bonds ere held to matur-

ity the invectment will ucree~o one-third, or 3<.-1/3 per<:ent, which affor~a 

en inveatment yield of Rbout 2 , , percent per annum compounded aem1~171 

i! redeemed before metur1t7, the 1n•e•taent )"iel4 1a leas. 
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Savingo bondn ~re ia~d in convenient donominntiona of $25, $&0, .100, 

$5(10 and $1, 000, maturity value, and only i n rogintered fono, tho - and 

nddroon of the ?wnor be~n« inccribed on the !nee of. each bond ~d recorded at 

tho 'l'roncury Dep.o.rtment. They nre not tranaferable, Savicn&C bondc ~ be 

re«tntered in the name ot n oingle individual , or in the name: of t wo 1nd1v14-

UAlo an co-owners , or in the name of ~~ individual with a cing1e deaignnted 

beneficiary in cnce of denth; they may nlao be regiatered in the nomea of 

fiduciarieo , corporntiona, naoocietiona, etc. 

United St~tec Srvin«c ~onda are offered primnrily for tho small inventor, 

t'.Dd the &~~~ount ic:rued during ncy one <:Ale~r )'8t'r Y'hich ~ be held by on.r 

one percon i3 limited by lnw to n moxirnxn of $10 ,0C.O mturit:v vnlue, Thia 

limitation npp11ec aepnrntely to bonds iaaued durin& ench.cnlendnr yenr, r.nd 

r.ccor~ingly one may hold tho mnxiurum amount for ench yeP.r. 

The cale of anvingc bon~c wee i DP.uguratod Wnrch 1, 1935, and t o November 3G, 

1936, enGh receipt a from t!te cP.lec of the co bondo ... ~egr.ted ~. 782, 000 

r epreacnting bont!a with a maturity vnlue of l'bout $675,COO,OOO. During. the aeme 

period cnah Tede"')>tiono at the option of ownerc ns,vego.ted $22,248, 000, 

-oOo--
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TREASURY DEPARTMENT 

- Of'PIQ COMMUNICATION 

Subject • Recent political d.....,lopumta 1n China. 

1. Author! ty ot the Central Government greatly atrenr;thenad 
during the paat year. 

222 3= 

l'he greatly i.mproncl currency situation an4 &eCOIIp&lJYi.ng reoOTery 
1n prieea and budneu conditions, together with U12UII\I&lly goocl oropa, 
han faYorad the atrengtbening of the llanlcing Gon~ent•s authoriq. 
Chiang 1&1-shelt' aWooclleu Yictory o.-er the Southweatern t.ndependenta , 
an4 his moderately succeutul ce.opaip agat.nat the C<lmnmiata haYO 
helped achien a ueater degree ot Central GoYerment control onr 
what io lett of China than hal existed for a clccacle . 

Simultaneously with the strengthening ot the Central GoYernment 
internally, the Nanlct.ng Government has been showing extraordt.nary flra­
neao 1n diplaaatio negot iations with Japan. Theae negctiationa, oarriecl 
out over a period of aeY8ral •ant he, were tencinatecl t110 or three wooka 
ago without settleent -- China insisted upon the diacuaoion ot ita 
d .. anda upon the J apaneae, betore discuoalon or the Japan••• propoaala . 

Jtai-ahek 

General Cheong -..nta war with Jap_,. at once and ia r .. ~ to caablne 
with all Chinese groupo , including the Chineae Cor.ununieta on that enti­
Japaneae progr... Chiang Kai-ohek, on the contrary, wiohea to t.YOid 
war with Jap_,. and 11 puraubll a progr• ot eoonaaic and politioal 
uniticati on ot China. .U an eaoential part or that progrta he 1e earry­
ing out a risoroua caapaip agat.nat Chineae ee-msata. 

G.....-&1 ~ -• Military Gonn~or ot llccbllria 1n Sept.ber lNl 
lllhen the Japane•• ber;an their military -paip to eoatrol the prcwta•• 
When he _. toreed to withclra trca llancbllria 1n 1911 be bacl a talr~ 
wll equipped &1'1111)' ot trc. 200,000 to 21!0,000 troopa. In ~­
with the willbee ot the Xarlll:ing oo .. ,...nt, hie ~ pura\lad a poUq 
ot n-reeletuee to the Japue.. -trolled Jlancbllriu tor- eD4 
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Secretary Morg~thau • 2 - 12/lTjae. 

concentrated their efforta OD ail1tary o•paigna against the Chin .. • 
Carununiat foroea in the Nortbweat. During the put t n year a Chazl& •1 
amy haa been deoreaaecl by ODe-fourth and ita equi1111ent baa cleterioratecl. 

During the peat r- acmtha General Chang baa became auch aore iD­
ai.tent in his cl•and that an aggreaain atancl be taken qa1nat J apaneae 
incuraiona into China. Be tears that unleu aggressive action 11 tat.. 
aoon Japaneae oont:rollecl forces will inaert a wedge betweeD U.s.s.R. 
and China by capturing th• whole ot Inner Mon&olia, thereby cutting 
China ott tram her cme reliable ally and making it pouible for Japan 
to swallow the rut of China without muoh danger , Be belinea that 
Chiang Kai-shek '• compromising tactics have ao far aerved only to a peed 
Jepnn's conquest of China. 

The recent invlaion of Suiyan by Japaneae controlled ~ongolian and 
Uenchurian fore>ea had beon antie>ipatecl for many neka at leaat . The 
poasibility of an extenaion of Japanese control into China at ao 
st rate;:ic a point atilllulated General Chang to cooperate more cloae~ 
with CQl:!IUIUst forces on an anti- Japaneae un.i ted- front progr... General 
Chang is reported to have reae>hed an uncleratandi!l;; with two of t he out­
standing COCIIIIWliat leadore, Chu Teh and !lao Tae-tung, to e>CDb ine again.t 
the Japanese. Large bodies of Cammuniat aolcliers are reported to have 
recently moved into General Chang's territory. 

This policy of coopera tion with the Communists is in direct oppoai­
t ion t o the Central Government's policy and in diroe>t violation of 
Chiang Kai-abek' a orders . Two montba ago two ot General Chang' a 
important offioera -re arrested by Chiang Kai•ahek' a agents for cao­
municatinj; with the CCia:luniata. Thereupon General Chang , with the aiel 
of two reg.baenta , brouS)\t a.bout tho releaae by terce ot theee two a en 
and then imprhoned the aganta reaponaible tor the arrest . the a.g.nta 
""re released only after General Cbia.ng aent apeoial repreaonta.ti VII to 
negotiate with General Chang. 

Because of General Chang'• oppoaition to Chiang Kai-abek'a Japoneae 
program, and hie overt disobedience, Chiang Kai-ahek decided to atrip 
General Chang of moat of hia power , On Deo .. ber loth Chiang Kai- ahek 
iaaued several ordera , repla.c~ Chang aa Caamander-in-Chiet of the 
Northwestern Suppreuion A.rm:t and ordering him to mon hil oc troopa 
to Fu.kien and Kia.ngai in the Soutbweat. Gener al Chang, in rataliaticn, 
aei&ed ~be opportunity to capture Chiang Ka.i-ahek, with the hope of 
toroing an alteration in the Central Goveraaant ' a policy and poaaibly 
of protecting hia own poaition. 

!1 , Chl.!Dg Jtai- abek wa.a -.rned of an upria1.!!!; e.ga.inat bimaelf. 

In anticipation of trouble Chian& apent the nigllt at a. bath r11ort 
near Sian inatead. ot in the oi ty . On tho 12th an upriaing we. a ataged 
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in Sian while put or Chnag'a troopa lett tor the plaoe Ch1anc waa 
staying . They auoo .. dM in capturing him attar killing the ,..jority 
of his bodyguard• and • .,oral of hie illportant 1ubord1natea. Sneral 
of Chiang' a military planes attempte4 to reaoue him, but without auooeaa. 

Another confidential report cam=unicatea a 41tterent TlrliOft ot 
Chiang Kai-shelc 1 1 capture. !be r eport ......,.tor traa Finanoe J41n1eter 
Kun;;, who stator that Ge<neral Chang oall..S Chien& Kai-shelc back to Sian 
f'r<D i•is place ot abode forty miles away on a ruse and detained h1a 
after hia arri'Y&l. 

Upon Chiang Kai-ahelc's oapture, General Chang sent a circular 
t elegram to tho whole nation urging• 

( 1) 

(2) 

( 3) 
(4) 

Immediate war &gt.inat Jt.pan tor reetort.tion of tour 
li&nohurian provinces. 

Admittance of Ca:nuniat elcenta in the Govermu111t and tor 
a united trout with Caulwliat1 tor war &ga1nat Japan. 

Formation ot military alliance with U. s . s.R. 
Reorganiu.tion ot IJanldng Govonlllont, which is now tucllt 

in fo1111 and ruled by • dictator. 

4 . Situation at present• 

Difference ot opinion prevails among important genert.le and public 
officials rogardin~ atepa to be taken . Line. Chiang, ~ and 1<1110 
powerful generals, includln6 General Fang Yuh Siang, urge the Gove~t 
to consider Chang 1 a to= a and to exercise utmost patience in dealing 
wit h ~. But nu.eroua or Chiang Xai- ehelc'• ailitary subordinatoa 
advocate bo:lodiate ailitary action be taken to aurroUDjj0 ,ijan before 
Ca:IDunist forces enter Sian and kill Ch1ang. Thoro is 1\ doubt that 
tho Ca:£uniata will kill Chiang -- it chang has not alraady done eo -- ena 
should they got hold or him. 

It is confidentially reported that a punitive expedition under tho 
oanmand of tho present Uinistor of Ylar 1a headed for Sian in hopes of 
st.'Til\g Chiang if they can. 

It General Chu>g 1a "reasod too hard he -..;y be C<l!lpollod to line 
up with the C<a~unieta . it ia eatl..D&tod that with China'• Red Army 
he will haTO a toroe ot no leas than half a a1111on """'• 

'l'h~h the Nanking GOYel'Illllont inaieta that cost of the proTincea 
support tho Central GoTol'Illllent and decry Chang'. capture or Chiang 
Kai-ahek it would be aurprisin& if 1n the knO'IIIl event ot Chiang 
l<o.i- shek: a death, General Chang will not be able to rally 101110 aupport 
te hi.a anti-Japaneae prognm. 
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SECRET 

CONFJDENTfAL 
PLEA~E DESTROY 

TREASURY DEPARTIIERT 

URITED STATES COAST GOARD 

WASHINGTON 

17 December, 19)6 
10:05 p.m., Shanghai time 

From: Spagent , Shanghai, China 
To : Secretary or the Treasury 

ll.essage from Nicholson Nanking is making a display of 
for ce with talk or punitive expedition, but it is extremely 
improbable that an;y m.1litary force will be used against Chang 
if it is believed Chiang is alive; and rr it is believed or 
becomes known that he is dead, I doubt that there will be any 
immediate action against Chang, as the militarists and poli­
ticians at Nanking will be f irst concerned with question or 
who will succeed to Chiang's military and political power and 
the decision may take considerable time with considerable pro­
babilities of matters becoming much more involved and chaotic 
before a solution is reached . 

SECRET 
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CONFIDENTIAL 
PLEASE DESTROY 

TREASURY DEPARTKENT 
United States Coast Guard 

'fasn1ngt on 

17 December, 1936 
10: 15 p .m., Shanghai time 

Spagent, Shangllai, China 
Secretary of t he Treasury 
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~;::.· 
l~l:!t~ Uessage trom Nionolson. For past year or two Chang 

s ostensi blY been in charge or bandit and Comcunist 

Q 
ppres s i on but 1n recent months has come to view that 

e and so-called Communist s have something 1n cocmon 
n1ch is extremely important to cnang, namelY , hatred 

1. 
1 

t or and d etermination to oppose Japanese aggres81on. 
~ In recent months Cnang has given evidence of friendsh i p 

(/) 
for conuDunist f orces which he was supposed to wage war 
~ainst . Wnen Chiang was made pr i soner he was 1n act 

~ of breaking up this Chang-communist coalition by sending 
' large part of Cheng Is troops to Fukien and relieving 

J
1 

j Chang of h is position as head of bandit and co~unist 
"J suppression. I believe Chang and Communi sts were in 

posit ion where t ney had t o take immediate drastic action 
against Chiang. Any compromise at present time which 
~ould leave Chang witn any standing or p· es~ige in Chins 
would result in tremendous 1oss of political and personal 
s t anding and presl.ige of Chi.s,ng. Having in mind all 
forego ing, I believe possibility of Chiang's having been 
a ssassinated or being a ssassinated is considerable. 

tlote: Due to omission, underlined portion doubtful. 

.. 
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tile. PI nn1 bea14" t.be Preal.d.aDt wn \be Seen~ ~ tile 

'!'Na1Ul'7, Cbeu-a BOalaa , u4 Ill'. Bell. 

'!be Secreta17 n:pla1De4 that the cca1'ercoa waa tor \ba 

purpcae ct d111411 .. 1DC wli.ll t.lle Prell1d•t tbe poUoy ot tned.ac aol4 

c01111Jls into Ule tll11tad Stat.. (both iiiiPortaUou eD4 ~tio 

Jl('o4ucUCG) tar tbe purpoaa ot lraopiDg 1t oat ct t.lle 'built reeenea. 

'!be Pre• ~ant aaka4 tile quea\1011 *:r 1f1l4 1a now ocw• "« to the 

tll11te4 Statea trcm abrc:ad. Cbebwml Ecol .. 8*ft hie perao..U op1D1an 

tbat a great deal ot it 1a dlle to cca41t1CDa abroc, the threat ct 

at a etandetill and thia gold 1e undcubt~ oow1n1 here to set the 

beDetU at cur reOOT817 Procrc• 

Kr. !cclea a t o ted t.ba t tbe depoa1 b to4a:r an taur billlCD 

dollan _.. than they wan 1n 1929, aD4 t.llat he -ted to talk to 

the Prea1dent •~ tt.a Tery. eoca abcut tile *ol• credit aituaUCD 

aD4 atepa that ab.oul.d be taka with a dew to oontrolliD& ~ preaent 

1Dtlat1aaar:r taDdenoiea. 

'!be Preal.d.aDt aatad ••~ or not a reduotka 1D pre-t 1Atereat 

., .. ~ n"' lwift 1be attaot ~ tw: d•l loaJ18 at tba Mnb ud ~ 

b:r -.hl• -.. takiD& "'P ot - at tbaoe a:oeaa depoata. Mr. loalM 

took t.be poal tieD tb.a' it )'OQ inorMaecl tba ~ at tbe blullta. )'Oil 

WDuld .,•nb:r s.-aa dapoa1 ta. Be •14 til at Ulere _. a anet 

~u•s• --. -. lluD todiO' tur a ~. ad tb.n :rca - b.Waw 
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-J' kllq CD .. ool.la'-1 a\ 1IU'J' loa l'a\aa, .. aid tba\ 

1lle baalia - t;oclq lc.a CD U &'l'anp 01 6-8/3 U.. \lieU 

""" .. • pzo.-t; n,an• 'bei.Jig 'be\we• no all4 \wo u4 m.-

bal1' b1lUCD 4ollara, tbara 1a a andi\ azpaulca ot epprozla\elT 

nn- 'DilllCD dollara. 

'!b Praa14ut ,._ -1e1. to lalow Cat wwl4 liQpea 

to tbh coli!. 1ll oa• ot a war. llr. lcol .. ea14 tbat lt than 

were a war 1ll BIU'Qpe, tile 80'1'e~ta 1o,.,l'l'a4 -u MOUN 

the UDHM States MC\11'1\lae a.na4 by tbalr 114UCDala, Mll t._ 

on tba .a.rlc.n aarllat tar tba purpoae ot telt1Jis tba 8014 h,.., 

ao4 thd tbe IP)l4 w are oca tl'eez1D& -.14 'be ne41l:f na1labla 

tar aliPOI't. 

~e Prea14eDt tbeol aU:e4 tile Q.aeaUoo wbatber <1r not 

tb 1a procedure coul4 be eppllad to preMIIt &Qld holcU.IIj!a. Ill 

other warda, ooul4 we alllt the J'edeNl reaene baDlia to dal1'1'er to 

the 'l'reaaury aa. ot 1ta gol.4 cert1t1caiaa ODd thereby traeu 

·~ ot the cold that 1a oow 1o thla -tr77 llr. leal•• -.14 

that lla4 Dot ~ cl1ecll&lle4 aDd ao tar •• he lalew, lt. •• oo1; 

colltt~~Plated. !he Prea14ut na toll!., hoa•••r, that the plu 

ooul4 'be ada to lllClude that 1t 1t ,_ later dea1re4. 

11r. Joolaa tha -.14 that be wCDld llJDo to ..... tile 

Preal.S.t Jmoa that tbara are other •ohaloa aft~e 

to tbe BOard ot oo-ara ot tile J'edanl aeaer... SJ•'- eta 
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be cUd not reoc.-wlll• th• IIDil preterred \be prooeclure 11huoecl br the 

SIICN\ary to ~ at tboee A't'ailable w the Beard ~ OoTamare. 

lie aa14 that the Board ~ OoYemara ~ tile Pad.er.l Beeena ll1•'-

eould eell ih CMl billa or clebentllree, blrt \Ilia woulcl re~uil'e le&ieletica 

and \1-, too, U wolll.4 put \be ooat at P811D& \be ~.»ereet ca 

the Fedual Reaene Syata ra\ba:r tba.n ca the Tl'e&e1J17 . n could aleo 

aeU eome ot He p:ree- hal~ at Oo'l'e-\ aeolll'Ui• ca the arltat. 

That would aleo atteot the aami.ll6e ot the federel Reeene Sye- lllicll an 

poiDt ia tha \ it woul4 uae up oae ot ita bl'llkea oa ucaaa reaerree. 

to increase the reeel'ft ~ui~ \a eo a a to J."e4uoe the uoeee nael'fta. 

Re t hC\1611\ the\ Ule pl'OPQNl put up br the SeonteJ:F ot tile Tree..., 

wae the ooat dll'eot. It would opel'&te 1D ooopeNUon wUil the Board ot 

CoYamora; it •• tlexible enC\1611 to atop 1\ at ur ,,_; aD4 tile pro­

cedure could be reft:rae4 in oeM thel'A WM en outtlow ot tlm4• • 

The Preeide.nt aaid attar lieteD.iq to the cUecu.aeica concen~iq 

the ~~attar that it ha4 hie approftl, aDd authorl zecl tba Secn\el'f to p:re­

PII" tor hie adpatll.N \be DeOeaaaJ7 arden put\iD& the propoaal 1Dto et't ... 

at the euli .. t pouibl.e -at. 'ltle Seoretal')' •14 he would ~ia\elr 

hen el1 arden dft• 8Dd will epin eli- \be .. uer with the Prealdat 

OD Koa4a:r IIIOII'JiiD&, w1 tb a dew to an!IC!I-iD& it at hie Mca4aT a~ 

pnaa ooot'e~e at tarll' o' oloolt. 
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H.l4. Jr: See? 
Captain 
Pules ton: 

H.M. Jr: I Just left the President. 

P: Yes 

Deceaber 17, 19)6 
10:10 A.M. 

H.M. Jr: And he has nothing on China. 

P: Yes 

230 

H.U.Jr: And I told hia tbat I would prepare a memorandum tor 
him gi v1ng him wba t we • ve got. 

P : Yes 

H.M.Jr: Also said - told him that you people had a lot ot 
stutf -

t' : Yes 

ti .M.Jr: - which he ' s not received. 

P: Yes 

H.M.Jr: Now, I wonder if we couldn't just make it a sort ot a 
joint memorandum, you see? 

P: Yes 

B. l .Jr: Taking things that we have, from Nicholson and BUck, 
and then taking what you had • Row, can you do that -
I mean without getting into -

P: (Laughs) Well, I - I - because I - I 1ll have to go 
up and see my - ah - Admiral Standley 

h . ~.Jr : Supposing you go up to Standley, and if he wants to 
call me he can call me, see? Hello? 

P: Wait - wait a minute, now - now, Mr. Secretary, I 
could give you - ah - our estiutes here -

t! .ll. J r: •111 can't -
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P: 

li.M.Jr: 

P: 

H. l.I .Jr: 

P: 

H. :.!.Jr: 

P: 

!Lid. Jr: 

P: 

!I .M.Jr: 

P : 

H. I.I .Jr: 

P: 

t! . !.! . Jr: 

P: 

H. ti . Jr: 

P: 

ll. I.I . Jr: 

P: 

H.U. Jr: 

- 2 -

- and you - and you could - ah -

Why can't you do - I mean you don't - you don •t 
nave to know this is going to the President , 

No, no, I could give it to you and you send it 
as - as your memorandum. 

'Nby don 1 t you - ·Nell, I menn I'll send it on 
Treasury - on your Navy stationery so you get the 
credit . 

Well -

231 

I mean I 1 ve told the President two or three times 
now helpful you are and tha t - and tbet - how much 
it means to us. 

Yes 

I did again this morning. 

Yes 

Supposing I ask you now -

Yes 

- for a memorandum Dnd D l ittle map, see? 

Yes 

ShoWing where t hese armies are and all that. 

All right. 

And that's for me and if I want to send it to the 
President, wny that•s -

Yea well that ' s quite all right, yes, because we •ve 
alr~ady got permission to do that, see? 

'Nell, why isn't that all right? 

That's splendid. And - end I'll - I 111 do that- I ' ll 
get it over to you -

Oh, say by two, three o ' clock? 
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P: 

J . !i. Jr: 

P: 

ri . t.I . Jr: 

1' : 

!i. :LJr: 

? : 

8 . !.1 . Jr: 

?: 

ti . !.! .Jr: 

P: 

H.ll.Jr: 

? : 

li . :.!.Jr: 

P: 

1 • • :J . Jr: 

P: 

l:l . lA.Jr: 

P: 

H. i<I.Jr: 

P: 

- ) -

About what? 

By three o •clock? 

~es . Oh yes, I ' ll have it over. there by 
by that time , 

Then you don ' t have to ask anybody. 

No, no, - no, that's the best way. 

o.K. 
All right. 

I think - I think that ' s the easiest, don't -

I t hink so too . It's - it's - it'll - otherwise 
we ' ll have t oo much 
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But for your infor mation, I ' ll send the original 
document ta&t you sent me directl y to the President . 

All right, then . .1\ll right. 

And that does - that cuts all the red t ape . 

~es 

~ou1 re a :nan after :rry own heart . 

( Laughs) All right, lr. Secretary . 

Some time when I see you I 1ll tell you what happened 
to me in the Army when I tried to make arrangements 
with them. 

All right, sir. 

Thevwere going to divide me up and have me contact 
ten different divisions. 

I know it, I know, but that ' s -

Did you bear about it? 

No, I didn't, but I can imagine; I' ve had so•e 
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H.:.!.Jr: 

P: 

a .~ . Jr: 

? : 

l • • l4 .Jr: 

? : 

H.!.I .Jr: 

P: 

d • ..! . Jr~ 

P: 

l! , '.!. Jr : 

!' : 

d.J .Jr: 

? : 

h . ?i . Jr : 

P: 

H. U.Jr: 

P: 

H.t&.Jr: 

P: 

B. r.I . Jr: 

P: 

- 4-

I told t hem that I couldn' t work that way and I 
di dn ' t have time to work that way, and I -

(Laugns) 

- and I couldn' t fool around. 

(Laughs) Well , I - I' ll - I'll tell you somctb.ina. 
It ' s a great pleasure to me to work with you, so -
(laughing) - so it ' s all right . 

I can 't fool around with ten different divisions -

No 

- in the AriiiY. 

llo 

J.nd they ·Han ted me to put down in -Rt'i ting what I 
wanted . 

I know. 

I told them to for get it . 

Yes 

Imagine if I .1rote - put this conversation with you 
in ..-r i ting • 

I .mow it. 

Buh? 

I know it . 1/ell, that ' s jus t the trouble; some peopl'e 
haven't any imagination. 

I know. 

They - they just - they just see notb.ina but a blueprint 
of a - of an organization, and they think they 've got to 
go down this dotted line and t hat one . 

Well, you get tb.is over to me for lilY Self · 

All right . 

And you ' ll know what happens to i t . 

All ri&bt . Goodbye. 
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Eccles: 

H. !A .Jr: 

E: 

H.¥.Jr: 

E: 

H. !.! .Jr l 

E: 

H. '.t.Jr: 

E: 

I:L M. Jr : 

E: 

B. :.I . Jr: 

E: 

H. lA. Jr: 

E: 

Hello. 

Hello, Marriner. 

Deceaber 17, 1936 
11 : 08 A,K, 
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How are you this morning, Henry? 

Well , thank you. 

Could I see you for a few minutes? The other day, 
you remember, I told you I 1d try to get this thing 
cleared up with the Board by Thursday. 

Right. 

And I've got the thing entirely cleared up and I 
know it' ll be - I know i t'll be satisfactory. 

Well WhY not let' s say 12:30? 

Fine. 

Is that a good time? 

That's all right . 

That -that ' ll be fine . 

Yes. All right, well then I'll be over a t 12:30 . 

Thank you. 

All right . 
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Present : 

ti...l . Jr: 

Bell : 

ll . :.! .Jr: 

Bell : 

a. l .Jr: 

Bell : 

H.M. Jr: 

Bell: 

llrs . Klotz 
Mr. Bell 
l.lr. Upham 
!Jr . White 
l.lr . Gaston 
Llr . Taylor 
.Jr. Opper 
llr . Lochhead 
!.lr . Oliphant 

Tne President asked Mr . 
over to see nL~ on this 
of gold - and ~r . Bell . 
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December 17, 1936 
3:55 P.ll. 

Eccles and myself to come 
question of sterili zation 

I ' ll let ~r . Bell report. 

Mr . Eccles a id ~ost of the t alking . The Secr etary 
remarked afterwards t ha t ~e di d a bett er Jab 
a rguing the Trecsury s i de than any other . He bas 
completely come over to the ~reasury and -

May I interrupt you just e minute? 

Sure . 

He was over here at 12 : ) 0 and ne used every single 
argument ut 12 : ) 0 that we have used . I swear, in 
~ wnole experience - excuse me for interrupting ; 
I' ll just tell th&t part because I sas alone with 
him - in my wnole experience I nave never seen 
anytning li><e it, end the t .'ling that frightens me -
you cun start in a minute - i s that a man can so 
cotnpletely r everse t1imself . It scar es me to death; 
I • m absolutel y ser ious . t:.very single argument that 
11e nave pounded i nto that man for the last tHo weeks 
he used, and the only excuse ,1a s thct he felt that it 
was nis job to think of every r ea son wny he shouldn' t 
and t:1en, having exhausted that, be then took the 
ar guments tna t :1e used. But every argument the t I 
or any ol' the rest of us have used here, ne used on 
me a t 12 : 30 . Now, excuse me for int errupting. 

Th6t ' s all right. 

And I tell you it scares me to death. 

That ' s virtually the story. He said tha t , t aking 
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Oliphant: 

Bell : 

Oliphz.nt: 

Bell: 

d . M. Jr: 

236 -~ 

- 2 -

up this question originally , he had assumed that 
the Treasury had thought of every reason why i t 
should be done and that be had put himself in the 
positi on on the opposite side, thinking of every 
reason why it shouldn' t be done, and that was one 
reason why he was so stubborn a •eek ago . And 
then, after he t hought of all the reasons whf it 
shouldn't be done, he couldn't get anything that 
way , so he started on the other side, a s the 
Secretary says, thinking from the Treasury ' s vie••­
point, and from that angle sold it to the Board 
completely, and he says they are all in agreement on 
i t and he told tha t to the President in very strong 
language . And then, to complete the story , he told 
the Pres i dent the t hi ngs that the Board could do 
that would accomplish the same results, but he 
thought this was the most a irect method and would 
take the expense off of the Federal Reserve System . 
He came back to tha t several times . And he strongly 
recommended th&t, instead or the others that t he 
Board could use -

Di d he say ~nything about the increase in the public 
debt? 

V.'ho? 

Did Lccles, to the Pr esident, say cnything about 
increasing it? 

He said t ha t that ,;as one thing that it l<ould do 
and some criticism might be directed at that . But 
there wasn ' t any objection rai sed to it as a serious -

And t h.en the President - I haven't the slightest 
i dea where he got it - he said, nor course, where 
the Treasury handles it they get the quarter of 
one percent on the gold and you don't get t hat, do 
you, :.tarriner?" I don't know ·where he got t hat 
idea from. 

I was over t here this morning for 45 minutes, but 
when I saw the President this morning I didn 't know 
that Eccles was going to turn somersaults at 12:30, 
and when I told this to Dan at 5 minutes to two, he 
wouldn't believe me. 
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Bell : 

H. tl . Jr: 

Bell : 

d . 'A . Jr : 
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And the other thing was that - very interesting 
t ning, entirely his own idea - of the President' s 
lie said, "Well, boN about 1f .ve 11ant to take some ' 
of the existing gold?" and he says , "Could the 
Treasury redeem lJO million dollars of the existing 
gold certificates in order to reduce - ?" And 
eccles says, •Oh no, no, we haven't discussed 
that . " 

That ' s another problem. 

No, we haven't discussed that. But it would be 
ell right if at any time they wanted to do this. 
And the thing that interested the President was 
the f act, which I sold him this morning, when I 
s aw him, was when gold goes out it will not affect 
the econo~. And the other - of course, this is all 
ultra- ultra-confidential - is that Eccles is no 
long er talking about the Federal Reserve System 
ruling domestic econo!ll)'; that this thing simply -
that by this action it simply removes the Treasury 
from controlling the present situati on. And that's 
the way Mr . Eccles is t alking now - and it permits 
the Federal Reserve Board to do their job and he is 
no longer talking that he has the full responsibility 
for domestic gold. 

tte says t his completel y frees them from this respon­
sibility and leaves them with their present brakes 
to operate on the reserves . 

You know, I wa.nt to say - I "'ant to thank each and 
all of you for what you have done, for helping me. 
But I consider this one of the historic moments in 
the monetary history of this country. I am perfectly 
serious. Why Mr. Eccles changed I do~ • t know; I 
just can' t understand. Never mind tnat. But I do 
think this tning, tnis decision that we are going 
to do Monday at four , really, from a monetary stand­
point, is a very historic occasion. 

I also want to tell this in strictest confidence: 
tbat, with Bell present as a witness, Eccles turned 
to me and said, "Now, Yr. Secretary , I want you to 
join me alone and get rid of this men o •Connor," 
and then he says, nyou and Crowley and I can sit 
down and decide what the future banking system or 
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Taylor : 

Bell : 

H . I~ . Jr : 
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- 4 -

Ameri co should be . " To which I answered that I 
would be no part or parcel of any such thing and 
that i f he wanted to ao that that was his business 
but I would take no part whatsoever, and I didn't ' 
care even if the Pr esident asked me to I would not 
ao it; and that 1f he wanted to take that on that 
;:ns his Job, t hat I would not be part or par~el ot 
any such secret ~greement. 

Tni s was before or <ifter? 

Before we saw the President, while we were waiting. 

And Bell was there. 

Now, :1e have agreed tbnt ne ' d do tllls thing fi t four 
o ' clock Monday . Bell has a couple questions be wants 
to ask and - as to publicity - I said that Gaston, 
ne 1ll be back; maybe be is back . 

:.:rs Klotz : fie ougtlt to be . 

!I. IJ . Jr : (On phone) If ~r . Gast on is in, ask him to come 
right into my r oom, please . 

Bell: 

Lochhead : 

Bell : 

Lochhead: 

Bell : 

Now Dan, you go ahead please . 

\Yell , first question I want to raise is, when I 
talked to you the other day, Archie, about t ne one 
quarter of one percent you now deduct from the pur­
chase of gold - I believe tha t the. t ought to go 
into the Treasury to offset to some extent the 
expense of borrowing. There would be less criticism; 
if there was any, there would be less if we do it 
t hat way than to put 1t in the St abilization Fund . 

I - fibout that - I mean about this quart er of one 
percent, I ' m not thinking of that. I think one 
point in your srglllllent is that it would be a good 
deal simpler for you to handle that way . 

Well , that ' s true . 

Now, I ' m thinking of the newly-mined and secondary 
gold . 

That ' s another -
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If that ' s going t o be handled t hrough the 
St nbilization Fund ~nd -

1hat 1 s QY second question. 

239 

I aon't th1nk tha t «e con nandle it and t ake tne 
quarter. 'I nat 1 s the whole point. We could take 
the quarter if it w&s newly a cquired gold coming 
in from abroad and just being handled in the one 
assay office; it could be cleared right through 
the Stabilization Fund and the quarter taken off, 
I think, without much bookkeeping trouble . But if 
you have to take every bit of gold that comes in 
and passes through the St abiliza tion, I don't know, 
from a bookkeeping stanapoint, now you can work out 
tnat. 

'//ell , there is also - I don't .rno;or whether t he word 
is "ethical" or " proper" or wha t it is, but I question 
whether newly mined gold and scrap gola - if 1:e handle 
tha t t nrough the Stabilizati on Fund, whether some 
people might not question 1vhether the Stabilization 
Fund was really crea ted - whether we are not stepping 
beyond our bounds by ha ndling that; and also, whether 
there would be the eventual crit icism from the Federal 
Reserve System tha t the Stabilization Fund ws s created 
to s t abilize tne external dol l ar and we are us ing the 
St abilization Fund to -

But i t wusn' t. 

\'/ell -

I mean s pecifically was not. 

I think it is cres ted to control, a mong othPr t hings , 
the gold supply . 

(Gaston comes in) 

Hello, bow you feeling? 

/,ll right . 

Just to bring you up-to-dote, we h&ve just left the 
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White Bouse and l ccles nas completely turned a 
somersault and is even more strongly i .n favor of 
the Treasury doing this th6n ever I was. 

Oh , this is another somersault', 

Yes 

All right. 

And we are going to do this !londay at four o • clock 
and we are now di scussing some technical things 
now t he thing should be done . bOd t hen, a s to pub­
licity, I suggested that be have his man get 1n 
touch with you . But we are Just starting the dis­
cussion as to handling the technical phases of this 
thing . 

Yes. Is he going to talk? 

We announce 1t here. 

Yes 
I told him oe could follow my announcement with an 
announcement or I ' d be gl ad to have him come into 
this press conference ana make his announcement. 
But .~e announce and he folloNs it with " statement . 
But you wil l have a chance -

Yes 

Bell is Jus t r a ising some tbings . 

'//ell, a s to the mechanics of the thing, Ne can 
handle it . I t will be rather difficult, because 
every essay office and mint ·Nould have a Secretary 

1 
s 

special account t o which they would have to put this 
gold, and there would be many ad justments due to the 
fact tbat the metal you receive has not only gold 
but silver , and you will want to buy the silver in 
the Stabilization account. I would prefer personally 
to handle all of the domestic gold tnrough the 
General Fund . 
Sterilize it but do it through the other fund? 

That's right. 
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'Nell, we agreed a t t he White Bouse t ha t all 
gol d would be s t er ilized, but now t hrough which 
fund isn't quit e clear in mw own mi nd, and I ' m 
going to listen a little bi t longer , please . 

:~ell, the gold coming in from abroad would be 
handled through tne Stabilization Fund, and as 
it uccumula tes from ti.me to time it would be sold 
to the General Fund, or currently, whichever you 
prefer . And as it is accumulated in the General 
Fund we would sell bills to the market and in 
effect pay for it . No\'/ , as the newly mined gold 
comes in, we ' d pay for it just the same way we do 
now, out of the General Fund; but instead of depos­
iting that gold, or the gold certificates back of 
that gold, ~~th the Federal Reserve Bank, r eceiving 
credit for tue purpose of paying for t hat check when 
it is presented, Re borrow money with which to do 
that, and bold that gold frozen in the Treasury just 
tne same as the imported gold. 

Let me see if I understand. As to the imported 
gold, 1f Archie buys 50 million dollars worth of 
gold, or when a n Americ&n bank t akes 50 million 
dollars worth of gold - now, as to the gold thtt 
Archie buys in London, he bas to buy th&t with the 
St abilization Fund, and that comes here and ne pEys 
that out of the 200 million dollar revolvi.ng fund . 
Is tha t right? 

Yes 
And then when the 200 mill i on doll ar revolving 
fund reaches its satura tion point, he goes to t he 
General Fund and gets the money to reimburse t he 
Stabilizati on Fund . 

That ' s right . ~e turns the gold over to the 
General Fund and t he General Fund wi ll give him the 
money . 
tlow, supposing the Guaranty Trust of New York buys 
five m.1ll1on dolla rs in London, b rings that over· 
When i t arr i ves in New York, how do they get paid 

f or it? 
Under t he present pr ocedure, if t hat wouldn' t come 

Regraded Uclassified



H. :l. Jr: 

Bell: 

H. :t . Jr: 

Bell: 

;i.J. Jr : 

Bell: 

H. :.t . Jr : 

Bell : 

J . :J . Jr : 

Bell: 

H. !.I .Jr: 

Bell: 

Lochhead : 

Bell: 

242 

- 8 -

through the Stabilization Fund, they g~t paid by 
a Treasury check drawn by the essay office in 
New York . But under this new scheme, Archie 
would pay for it out of the Stabili zation Fund . 

In other words, whether the Stabilization Fund 
bought the gold or whether the Guaranty Trust 
bought the gold in London, both of t hose trans­
acti ons would clear t hrough the Stabi liza tion Fund . 

Under t his new procedure, in other words, the 
Stabilization Fund buys a l l imported gold . 

All imported gold. 

That ' s right . bnd all domestic gold, tha t is, 
newly mined gold plus scrap gold -

- would enter directly into the General Fund. 

That ' s right. 

The way it does noN. 

The way it does now . 

'lhere would be no change in t hat . 

No . But when we go to pay for t hat, inStead of 
going to the Federal Reserve System and getting 
gold certificates , you go to the open money market 
and get bills . 

Yes . 

Now we 'll come back to Archie's one quarter of one 
percent . On the gold which he gets from abroud, he 
gets his one quarter of one percent - yes or no? 

Yes, he deducts it wnen he pays for it. 

That's where the - you ' re bringing it up - that is, 
the gold that I would bu;y abroad and bring in here, 
we would get the one quarter under the present plan 
because we deal with the Treasury just now at $35 
an ounce flat . 

That's right . 
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243 .. 
Now, the other - the gold thut the Guaranty or 
anybody else brings - buys abroad &nd brings in 
and sells to the Stabili zation Fund - whether 
you want that quarter of one percent to·go r ight 
to the General Fund or to the Stabilization Fund -

You buy that from the Guarant y Trust Company, we'll 
say, at $34 . 92 - that ' s ebout right . You ought to 
sell tnat to the Treasury at the same price, 
$34.92. 

I think I ' m going to make this much simpler; I'm 
going to argue - I think that the f und mo has 
to pay the interest on the money that we borrow 
should get the one quarter of one percent. 

That's the General Fund. 

I t nink the General Fund should get ell or that. 
I don't think the St abilization Fund should get 
any of it . 

~ven the stuff that the Stabilization itself 
buys in London? 

That particular fund that is going to pay the 
interest should get the one-fourth of one percent, 
because that would most likely pay the interest 
on the money for one yeor . 

~ay I r a i s e objections? 

That's wnzt you're invited nere for , ~. Eccles . 

Do I ha ve to turn u somersault? 

(Hearty l aughter) 

Oh geez , this is more run. Believe me , I never 
used to walk out of the \\'hi te House without a 
headache. And coming back you could hear me 
laughing clear across the street . Oh geez, t i mes 

have changed. 

Now, you go a.bead, Dr . Eccles . 

With r egard to tile General Fund nandli.ng the domestic 
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gold rather than the Stabilization Fund, I can 
well see where it would be simpler; but if it 
is merely n matter of saving a little bother to 
some bookkeepers , I would prefer to see the 
matter handled in the St abilization. 

!Jid you hear that? So -

Well, t hat ' s wha t it amounts to, doesn't it? 
I mean we don't do the work on that. Pond I'd 
prefer to see the St abilization Fund handle it 
because 1f you have the Gener al Fund l<nndling thbt, 
it is one step for r. lot of people to ask. "Well, 
1f t hey hr.ndle domestic gold, why all this bother 
about the Stabilization Fund handl ing the imported 
gold?" And I ' d like to see no aistinction dra*n 
bet•een - in bllY .vay, even a slight distinction 
drawn in the trer.tment between incoming gold tnd 
domestic gold. The St abili zation Fund is to 
stabilize the dollar, it is to stabilize the gold 
e1ovements, and whether t hose gold movements come 
from within or <ii thout, I think there is something 
definitel y to be gained by not drawing a distinction 
between the two, which would create in the minds of 
many the idea th9t the Stabilization Fund has 
s pecial concern with r egard to the incoming, or 
the foreign purchasing power of the dollt•r, s nd 
not ;vi th regard to the other side. If it is merely 
a GUestion of some bookkeeping transactions, I think 
that the other is more important . If l at er you find 
it ceases to be of importance, you can readily shift . 

Just N~it a second . I'm going to tell a gentleman 
I'm going to see him at another time. When you 
people get t hrough, there won't be anything left . 

(Secretary goes out and 
returns) 

Now go ahead , White, take your time . 

The second point, I take it, is not a question of 
cost to the vovernment. Obviously. whether the 
Stabilization Fund or the General Fund gets it, 
in both cases it is Government revenue. Therefore, 
the question has to be determined on other ground . 
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I don ' t think it is a very impressive argument to 
say that, the General Fund having to borrow in 
order to get some of this gold, that act will appear 
less oner ous to the public if tnere is a quarter of 
a percent profit obtai ned; because anyone could 
simply remind whoever r aises that obJection that 
the Government got t hat one ~uarter of one percent 
~nyway and it was merely a transfer between tunas. 
nnd I t hink there are some recsons why the 
St abilization Fund should build up a orofit - a s 
much of a profit as possible . VIe never know what 
losses vte are going to operate in. It is obsolutely 
essenti al that the St abilization Fund make a good 
showing 'Nhen it is necessary to make an accounting. 
hnd tha t quarter of ~ percent mounts up, so t hat 
when there is some occasion thEt arises where it 
may be necessary to t ake u loss, for monetary 
rea s ons, there will be a l ittle less reluctance 
to do t hct than there would be if there were no 
profit e nd the fund had to show a loss in the 
end of the year statement. 

So, on the one hand there is a ~uestion of a 
l ittle easier way of operating properly the St ab­
ilization Fund, as agains t lln attempt to i mpress 
the people with a special gain •ovhich t hey could 
recognize as accruing to the Government in ~ny c ase . 

!.Ly f eel1ng is I tllink tha t on the domestic gold £nd 
the second- hand gold t he quarter of one percent 
aoesn•t belong to t he St abilization Fund . It would 
be hard work build ing up E case on tnat for Stabili­
zation . In the gold imported by other banks brought 
in, I think it i s a ques tion that it coula go to 
either one or the other. 

On the gold purchased a brood, ho.vever, b~ the 
Stabilization Fund, I think it should be handled 
at $35 not a s a metter of profit but es a matter 
of ope;ation. In other words, if the Stabili zation 
Fund has to work exactly on the same basis with 
every commercial bank, i f we nave to do our figuring 
at exactly the same level that they do, we are Just 
st anding still and competing witil the banks. A 
quarter of a percent make~ a big difference i n 
operating . We can freeze out at any time the 
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comrnercinl banks by raising up our offer and 
taking advantage of th~ t quarter of one percent 
and it wouldn ' t show us a loss. But if we 1 idn~ t 
have that ctuarter of one percent it woulo mean we 
"ere sno*ing a loss in the Stabilization F~d 
every time we Nanted to operate in that way. So 
it is not so ouch a ~uestion of profit but ease of 
operc tions t hat we are after. 

0'/ell, look . Knowing this delly operation, I 
don't 11ant tog et down to the :34 .77. ('34 . 82 
11e con bid. Ne can bid !'J4 .d2; some times it is 
very convenient - e few pennies. I think that 
~ccles has convinced - r mean - excuse me, I mean 
Lochhead has convinced me that- let' s trke one 
step a t a time - that on t he gold that the Stabili­
zation F.md buys in the worla ' s market , let ' s say, 
that th&t one quarter of one percent should go to 
the Stebilization Fund . ·•ell, I agree to thot. 

trow, t nat ' s Number One . 
Now let ' s teke the gold 
buys. 

Now let ' s toke the next. 
that the Guaranty Trust 

Stabiliza tion Fund. I 1 o put it in the Stabili=ation 
Yund , for the reason th>•t White states. 

You can't operate the St abilization Fund on tne 
basis of profit and loss, and you can' t operate 
the Stabilization Fund s t the exoense of the General 
Fund . We bought some silver from the Stsbilization 
Fund , which I em a little bit ashamed of, frankly , 
because tne Stabilizstion Fund bought it at 33 to 
45 ano sold it to us - what for, Archie? - 5J , bO 
cents. 

Uh no, not 50-60. The Government came along and 
took away the Stabilization Fund silver. It national­
ized it. It treated the Stabilization ?und Just 
like every independent individual. lie coula hove 
aade more if we held on to it, if we could hsve 
sold it to the Gover naent &t 75. We relinquished 
a good profit when we let trtem nationalize silver . 
I've been waiting for thct to come up . 

(Hearty !aughter) 
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This has been in the back of my heud und I 
wanted to -

No, sir, Dan. I mean the Government trea ted 
the St abilization Fund Jus t like an ordinary 
i ndividual, &n d it nationalized the silver it 
had here, took i t £way at 50 cents an ounce . 

I agree, but nevertheless I - you huve to agree 
that the General Fund stood that differ ence , and 
a substant i a l part of your profit is due to silver 
operation. 

No , I mean that ' s the basis of that. I melln the 
Stabilization Fund was treated Just 6S &nyone 
else . It 1 s not as i f the Stabilization Fund took 
silver a t a che&per price and held it for a ;>rofit . 
'.'le h&ve been very careful, Dan . Out side of thLt 
s i l ver , every bit ol' silver that the Stabilization 
Fund has got bus been turned over to the General 
Fund a t exact cost . 1bat was the only one a nd, 
a s I say, that was ;~hen you nil tiona l i zed silver . 
iie weren 1 t ready to t.urn that s i lver over, t..nd -

You were going to sell it t o me a t 75; yes , I 
know. 

Well , af t er all, it w&sn1 t t he St abili zation 
Fund that was running the price of silver up. 
Tha t was you that was doing t nat . 

Nationalization just helped you out . 

Well , wait a minute . On the gold that the 
Stabili zation Fund buys in the ~:orld mvrkets , 
it gets the one quarter of one percent. Now, 
wha t about the gold t hat the private banks bring 
in? lohst about t hat? 

.vhy should any distinction be made between tnose 
two operations? 

Tha t is just as I have said. On the gold that we 
b abroad we snould take that one quarter of one 
p~cent but on the gold the other people bri~n, 
I ' m not'mokin8 a bri ef for the Stabi lization 
there just because it is imported gold. 
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You have given an additional reason why the 
quarter of one percent should be given on that 
gold, but there is still room for the reason that 
the profit of the Stabilization Fund should be 
built up wherever possible . 

'Nell, tb.at ' s the element you are using on the 
second one. That ' s the argument for g1~1ng the 
Stabilization a quarter. 

It isn' t clear yet - I mean just because they 
should have it. Let 's just leave tha t hanging 
in the air for a minute. Now, the newly mined 
gold , is there any argument about that? 

Yes, I 
t here. 
a s f ar 

think Harry's got a pretty good £r gument 
You don't need the quarter, but I mean 

as your routing. 

Tha t should go through the Stabilization Fund? 

You mean to build up the profit? 

No, th ere wouldn't be any profit. 

1'/ell, the quarter of one percent. 

I didn' t think there wns any quarter on t hot. 

Yes there is. 

on, there is on that - oh. 

Tney deduct a quarter and tney also deduct the 
·mint - the regular mint charges, the expenses. 

PersonallY I think the easiest way to do this 
would be that the foreign gold go through the 
Stabilization Fund and they get the one -.uarter 
of one percent; the domestic gold through the 
General Fund, and they get the quarter . 

You mean all foreign gold? 

Huh? 

All right. 
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All foreign gold goes through the Stabilizati on 
Fund and all domesti c through the General Fund. 

I feel opposed to it. I think you are m~king a 
distincti on which we don ' t want to make. You are 
maki ng a distinction which you yourself wished to 
avoid when you spoke of Eccles no longer stating 
the distinction between tne domestic and the 
foreign dol~ar . I mean it is another emphasis 
t hat there is a distinction between domestic gold 
and foreign gold, and I hold we should do every­
thing in the opposite direction to indicate thot 
there is no distinction. 

nell, it isn't settled. 

The central function of the Stabi~zation Fund, 
one of the central functions envisaged in the 
legislation, is that it control the supply of 
gold . 

I don ' t think that the quarter has anybecring on 
it one way or the other . I ' m thinking in terms, 
I t hink, of what Berman tried to bring out . 

h'hat do you think? 

I thin.< through the Stabilization F'und· 

Why? 
Just to emphasize that that is where your notional 
gold reserves are nandled , centralized. 

And your gold control . 

Let me put it another way -

That ' s really the only reason, to centralize your 

gold . 
It is the o~y one, but I think it is the important 

one . 
Supposing they want to take a hundred mi llion 
dollars worth of gold out of the country. 
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Out of the Stabilization. 

Tnen would I be raced with the problem that I'd 
huve to take it out of two funds? 

It would still go through the Stabilization 
Fund, whether you take it out of the General 
Fund or the Stabilization Fund. 

ilell, it depends on how much you've got left. 

Well, let me put it this way. If the one quarter 
of one percent - let' s say we have all gold, 
domestic and foreign gold all goes through the 
Stabil~zation Fund; then the one fourth of one 
percent goes entirely to the Stabilization Fund. 
h od then who pays the first year - who pays the 
first year's interes t? 

Gene.ral Fund. 

Well then, you don ' t get any of that one quarter . 

No , it just counts as an interest charge on the 
Budget, just increases your interest bill. 

I'd like to be sble to say that the one quarter of 
one percent goes agains t the interest. 

That ' s the only reason I - the bookkeeping i s a 
consideration, but I don't mind that. 

Couldn't you have the Stabilization-

Well, you can do it this way ir you went to - put 
it through the St abilization Fund and then every 
three or four months draw a check for the profit 
and turn it back into the Treasury. 

Well now, I tell you something , gentlemen . I 
consider this thing pretty important. I don't 
want to dolt like this . I ' d like to have you all 
think about it and I 1d like to have you get 
together tomorrow morning and kind of chew this 
over in the Undersecretary' s room. And I t hink 
it' s important. Then what am I doing? - have I 
got anything at around 12? 
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Tomorrow? No 1 t , on y e 11. 

l'ihat have I got ot 11? 

~ou wrote this yourself . 

251 

Oh yes , that won't - I'll be ready for you oeople 
at 11:30, 12 o ' clock. Vlhy not say we meet at 
12 o ' cl~ck tomorrow on this t hing, and you people -
w~y don t you people go - say, go in there vt 10 
o clock tomorrow? Go in there 10 o t clock tomorrow 
and talk this thing over. I think this is pretty 
important, and I'm tired. 

Did uan have any more ~uestions? 

That ' s all I have . 

But that's pretty important . I don't want to 
just -

I think it is very import ant. 

After all, if you fellows talked from 10 to 12 , 
t hink of any new angles on thi s , come in here at 
12, and l et ' s do it. But it ' s too important , I 
mean. 

I just want to say this . As to- I don't -·the 
argument th&t you used that I give the least .;eight 
to is build ing up the profit 1n the Fund . 

' Nell , I don ' t know, Mr. Secretary; there's a 
psychological deterrent that I don 1 t know whether 
you would be wholly cognizant of a t the time, but 
anyone who 's in control of a fund is possibly 
impressed or somewha t influenced by the necessity 
to take a loss, and -

All right, all right, now; now, the Fund right 
now - ~~e have earnings right now of about five 
times our expenses , more then five times . 

And that brings me right up to the decision I 
want to lll8ke r i ght now . 'Re bought today a little 
over three and a tlurd million dollars of new 
2i ' s , s ee, and I 1d like to put those 1n the 

Regraded Uclassified



252 ... 
- 18 -

Stabilizati on Fund. 

t.ochhead : Here are some more figures on that probably 
~bout the same t hough . (he. nds Sec~etary sheet). 

:i.ll.Jr: Well , it is appro:d!Dately; yes, it is the saiDe 
Now, I ' d like to put tnree and ~ half !Dilli on ~f 
the new 2i's in the Stabilization Fund • 

• ~hite : Of course , you 1 re putting money out in excess 
reserves. 

H. !.! .Jr: I know, but that <.loesn 1 t -it ' s small compared to­
I mean what I ' d like to do i s if we could buy ten 
million of t hese 2J 1 S to be a t work in the Fund 
against t he day that I may have to take so!De losses. 

lo'nite: Well, di d you say t hat profits pla,y no r ole in your 
operation of the Stabil i :a tion Fund? 

H . ~ . Jr : I didn 't say that • 

.'/hi te : I thought you implied that . 

H. :.1 . Jr : No . I want to make this decision on the possible 
profits of this kind, which a re non-recurring -
which a re non-recurring profits, and I don' t tnink 
t ha t this decision - I mean we •ve got to go before 
the publ ic end explain wny we are willing to increese 
the public debt by a billion dollars in order to 
sterilize gold , and I've got to expla in why we ere 
•111ll1ng to pay interest on this when I could issue 
money, and I've got to expl ain to the kina of fellow 
like Thomas and Owen and Father Coughlin, and those 
sort of people, why I am willing to pay interest to 
sterilize gold , permit the foreigner to buy up the 
American securities, and so forth and so on - and 
make the taxpayer pay the interest on it. !low, 
that is far more important, to get that story right, 
than it is to think of one quarter of one percent 
which may go to the Stabilization Fund; and I want 
that story so that I can sell this thing and because 
I have to take the brunt on it. Why am I •il1ing to 
increase the public debt , pay interest on this thing, 
charge the taxpayer, when I could do this thing -
shove it over on the Federal Reserve System or just 
i ssue money? 
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Bell: 
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I think there's a way out . I'll throw it open 
for discussion tomorrow morning. 

Do you see what I mean when I s~;y thst? Thst'a 
why I say that the possi ble one quarter of one 
percent is insignificant compared to this wbol e 
big thing which I 1 ve got to be able to explain 
and sell . Huh? 

Now, you want this to go lionday a ftcrnoon. 

Yes . 

No.:, Clarence has got a job drawing, I take it, 
an Lxecutive Order . 

lle 1 ve got t hat . 

¥ou•ve got that already . 

The biggest job is going to be the thing woich 
will embody this decision that you ere talking 
about now. That •s the thing we haven ' t been 
able to proceed on until these questions were 
settled . 

Wha t ' s that? 

I say thbt the letter to the President and the 
authorizati on, t nat 1 s al l ready, but the mechanics -

I •m not worried about that. 

If this t hing i s settled by noon tomorrow, you 've 
got from noon Fr iday until noon Monday . That 
gives you longer than you usually have. 

llay I say an obvious word w1 th regard to these 
bonds? I presume that if any such acti on were 
t aken, the Federal ~eserve Board would be informed 
of that fact, since tha t very definitely operates 
to increase holdings . 

Well, they ~ow; I 1 ve told Eccles . 

That ' s no different than any other purchase we 
are investing. 
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We invest the!D all through the Federal Res ern 
Bank of New York, and they send a notice around 
of all purchases . 

I had a partnership '111 th llr . Eccles to buy 50 
percent of the bonds, and the - when the thing 
gets hot he backs up; he comes in when every­
thing ' s fine and easy, and the thing - Just os 
soon as the bonds come too f ast, Mr . Eccles 
withdraws, and hvsn•t been my partner since 
December 11 . 

Since when? 

Since December 11. I mean just as soon as this 
thing gets hot, he quits . lie quit on me on 
December 11 . hnd he was going to - be w~ s the 
fellow that's going to look after domesti c 
economy - and some partner . 

With the greatest of ease . 

(Hearty laughter) 

But again I want to say one thing.· I want to 
again s ay I r eally want to tnank you all for what 
you have done, because I consider this a great 
Victory. I don ' t know what Yr . Eccles • reasons 
are; I don ' t give a hoop. But I really think it 
is of tremendous significance . 

~ 
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H.U.Jr: 

Operator: 

R.M. Jr: 

Glass: 

B.M.Jr: 

G: 

a .ll.Jr: 

G: 

H.M. Jr: 

G: 

H. M.J'r: 

G: 

H.Y.Jr: 

G: 

H.li.Jr : 

G: 

H. M. Jr : 

G: 

B.M.Jrl 

Bello 

Senator Glass. 

Bello. 

Dece•ber 1'7, 1938. 
4:54 P·•· 

Bow are you Kr. Secretary. 

I'm sorry I delayed in calling you back but we 
had a ter rific session - long session at t he 
White Bouse. 

Yes, 

I Just got in a few minutes ago . 

Well did you save the country? 

Ah - (laughs) I think the country 's been saved. 
(laughs) . Ah- I don ' t know. 

What ' s the use of long sessions then if everything 
is all r ight. 

Yes , everything is still all right - I mean we 
haven' t done anything. 

Mr. Secretary, I've written you a letter •• •• • 

Yes sir • 

•••• •• • saying what I had wanted to say to you 
over the phone. 

Yes. 
I wanted t o venture to express the opinion that 
i t would be well if your Advisory Committ ee or 
the President 's Advisory Committee on Banking 
Legisl ati on •• •• 

Yes • 
• • • • • • would t ake formal action against this 
banking l egislation. 

Yes. 
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G I think if we undertake this ban~ng list Ita sure we're 
going to disturb the business aDSietT of the country and 
there' s no necessity for anything in the world but what 
you proposed . 

H. M.Jr: Yes . 

G: And I think that ' s what ought to be done. 

H.lo!.Jr: Yes. 

G: Now your friend Eccles, I ' m very reliably informed 
informed, wants t~ absorb every federal agency he can 
lay h.is hands on. 

R.:l. Jr : Yes . 

G: He wants to have the right of reviewing proposed tax 
bills and he wants to have exclusive right of examinations 
and he wants to pass upon the budgetary estimates and be 
wants to be everything except President and he'd like to be 
that if he can. 

Jl . !A. Jr : Ah-ha - well. • 

G: 

R. IA . J r: 

0 : 

And I think that - I think that your Committee ought to -
ought to take action against that sort of thing and then 
let me have a talk with the President about it. 

Well Mr . - Senator - ah - ab - I told you, in talking 
with you the other day, that as far as I ' m concerned 
I don't want to see anything new, see? 

Well none of the other members of the committee do. 

R.U.J r: And - and if I change rrq mind after talldng to the 
President - you know he told me that be had something 
in mind - that I ' d come and talk to you first. 

G: 

H.M.Jr: 

G: 

Yes. 
Now Itd be delighted - I mean if you saw the President 
or if you'd ask me to go with you - either way. I' d 
be delighted to be present but since I 

~ td - Itd like to have you there. 
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As a matter of tact thi s thi th 
about in the stri ctest of co~ide~~ew~o~~:; ::1~~~ 
question of how to handle this gold that ' s co·•~w 
in, you see? ~'6 

Yes . 

It has nothing to do with any legislation. 

No that has anything to do with it . 

II .U.Jr: But to tell them how best to handle this ld go •••• • 

G: Yes. 

H.U.Jr : • ••• • Which keeps comine in. That's what we- just 
for your o~~ private information that's what we were 
talld.ng about. 

G: Yes . 

R.M.Jr: And we did not •• • 

G: That doesn ' t require l egislation. 

H.M.Jr : No i t does not require it. It' s just a question as 
to what is the best way to handle it . 

G: Yes. 

R.U .Jr : But my position is just lbat it was the other day and • • •• 

G: VI ell I hope you 1ll stand firm. 

H.M.Jr: And - and if I change my position because the President 
wants me to I'll come and see you. 

G: But what we want to do or what we would want to do I 
should think was not to have the President change your 
position. 

H.M.Jr: Yes, well , as I say, if you would see him, and I think 
it i s Tery important that you do see ~ •• • • • 
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0: Yes . 
H.M .Jr: Ah - i f you ' d l i ke to have me pr esent or wbethe~ you reel •• 

G: Ob I ' d want you pr esent. 
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H.U.Jr: I'd be delighted to be there but as I told you the 
other day as far as I can see we could run along for 
a year without any legislation of any kind. 

G: And wi thout any disturbance at all. 

R. W.Jr : ~~d we'd have much l ess disturbance • •••• 

G: Yes. 

H. t.: . Jr : . .... 1! we didn't have any because I know that just 
as soon as they start monkeying with this banking 
l egi slation a lot of people are going to bri ng in a 
lot of damn-fool stuff ••• • ••• 

G: Exactly. 

H.W.J r : •• •••• and then the fat ' s in the fire. 

G: Yes . 

H. M.Jr: And - and my position hasn•t changed one iota and 
when it does I 'll call you on long distance or come 
and see you wherever you are . 

258 

G: Well before there is any necessity for a change supposing 
we get together and go and see the President. 

B. U. J r: Suits me. 

G: .h.nd tell hliD what we think about it. 

H. li .Jr: It suits me fine and I•m going .. .. . 

G: 

B. loi .Jr: 

That - that other fellow i s goi .ng there with a - oh 
with a sweeping sort of legislation that would -
in the first place he ' s not going to get it through 
and in the second place he ought not to get it through 
and in the first place he ought not to and in the second 
place he can •t get it through. 

Well as I told you the other day I•m sure they ' ll be 
times when we differ but I always want t o bold your 

r espect . 

01 Well you have that . 

R.M.Jr : And the only thing I ' ve got in this town is rriY word. 
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a : Yes - well your word 1s all right. 

H. H.Jr: And so if • • • • • 

G: Well let us get i t to the President befor e the other 
fellow does . 

R.M. Jr : Suits me. 

G: All right. 

P.U.J r : Thank you sir . 
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Dece8ber 17, lG30 

Oapt. Puleston telephoned that the situation 1n 
Ohina still looks as though it will turn out ell right . 
It looks as though they will continue to negotiate -­
probably a peaceful solution. Wr. Donald, according 
to the news flash, is on h1a way back to S1an where he 
w1ll probablY continue t be negotiations. 
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December 17th 

The President said that both he and \'/alton lloore were 

very much upset to think that they are not getting any in­

formation out of China. Walton lloore told him that he thinks 

it is a lot of smoke and nothing to worry about. I told him I 

disagreed with him and thougbt there was a lot to worry about. 

The President agr eed with me. I told him that I would prepare 

a memorandum for him giving h1m the information which we hl;d on 

China. The President says that he has absolutely nothing. 

I asked him about "andis for Under Secretary and whether 

we could not come to see him together and he laughed and said, 

" No, I will not l et the two of you gang up on me". He said, 

"Let me look over the list and see if I can't make a suggestion 

wi t hin the next twenty-four hours". I said, "I wish you would 

because I bbve gone to the Congressional Directory and I cannot 

find Gnybody but Landi s• . He laughed again. I said, • I feel 

encouraged a nd I am going to keep working on you" and he replied , 

"Tbbt is O.K. " Be told me that when he got my cable that I 

w&nted t o move gold on account of the situati on 1n England that 

he and his son Jimmy sa id, 11What is Henry worrying about? There 

is nothing to worry a bout in Englnnd" . Be s~tid t hat the five of 

them sat &round a t able in the evening and all wrote out on a 

piece of paper what they thought the situation would be on 

J anuary first a nd every one or them wrote down that t hey thought 

Edward still would be King. He said that the inforlllbt1on they 

had over tile radio general news all played down the crisis in 

Engla nd i>Dd they were simply dumb-founded when he abdicated and 

then they remembered my cable. 

I told him how worried I was the day of our issue and I 

mude up DIY mind that I would carry the responsibility and not 

worry him. He said, "Mow looking back he real i zed how worried 

I must have been" . 

I t old him that two days after I sent b1m the c~tble about 

the J apanese Foreign Exchange t hat the J apanese Minister of 

Foreign Affairs offered his resignation and it is my belief 

that the Japanese Cabinet would have f allen if it had not been 

for General Chang seizing Chaing Kai-sbek. I then told b1a, 

which I could see was news to him, that following the agreement 

between the J apanese and Geraans,the Russi ans had refused to 

s ign a fi shing treaty between themselves and the Japanese. 

Immedi~ttely followin* this move by the Russians , the Japanese 

Winister of Foreign affa irs offered his resignation. Next~~~ 

the seizing of Chiang Ka i-shek and, I said , "To show you t ld 

this whole thing, I believe, goes completely ~otund t~:ew~~ssians 
take a look at Spain a nd see the clash there ween 

and the Germans. " I am quite positive that the Pr~sident had not 
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r ealized how this whole thing was inter-woven and I a.m sure that 
'ulton !.loore had not pointed it out to him. 

!le then immediately c arefully cross-examined me on the 
s t erilization of gol d . He got the pi cture very quickl y . I told 
him that aft er having agreed to this Eccl es changed his mind 
· ·~ felt that Eccles had been influenced by Elliott Thurston ~d 
that this was not only a fight for publicity but also a fight 
that Eccles was putting up to get mor e authority for the Central 
a~nks as against the government and the Treasury. I pointed out 
to the ~resident that I was much more interested in preparing 
our selves f or the time \'then gold would go out than I was in the 
immediate situati on of stopping the increase of excess r eserves 
through the inflow of gold. I pointed out t o him what Neville 
Chamberlain had just done and he bad read it and understood it, 
namely, a transfer of gold from the Treasury to the Bank of 
Lngl and and I said, •That is what we will most likely have to 
do at some future date• . 

. He then asked me two very interesting questions showing 
thD t he had really been thinking about this . Be said, •First, 
could we not handle some of the gold that had already come into 
the country in the same manner and in that way reduce the excess 
reserves" and I said, 11 Yes" . Then he said , •Couldn't we also 
t ake some of the sterilized gold and put it back !nto the Federal 
Rccerve syst em ::.nd increase excess r eserves if and when necessary" 
ond I s aid we could . This showed that he hud a r eal grasp of the 
s i tuation. He was ready to go ahead at once but I said no I 
w'nted to have him see Eccles and me together and I think we are 
goi~g to see him right after lunch to-day . I do not look for 
~~Y trouble from th~ Pres ident on this score . I told him t hat 
! col es and I had a lont heated discussion on this subject but all 
i n a friendly manner and t hat there was no bad feeling between 
Fccl cs and myself . 

• The Pre:;ident sai d, "I will give you a good man. I 
wil l give you Berlew who is not happy where he is" and I said, 
"'.'ihat do you want to give him to me for - so I can fire him?• He 
sn1d, "If you don' t like Berlew, I will ~ive you J. Edgar Hoover . 
flo is not haopy" . So I said, •You have been readinG t~e papers 
recently" and he replied, •You bet I have• . He said, I have a 
ne·.v slant on Palestine . I have been t alking to somebody about it 
and I was surpri sed to learn that only 1~ of he Jews who have 
settled recently in Palestine have had any pr evi ous agricultural 
training• I sai d •I understand it is so . That is one of the 
t r oubles that they ' are having .• He made this remark after I told 
him that I ~anted to make a r eli gious speech and I would like him 

to go over it on Sunduy. 
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P •• RIS 

Dat ed Dec , 17, 19~6. {J. 
Reed 410 p .m. 

Secretary of State, 

Washington . 

1267, December 17, 4 p .m. 

FROM COCHRAN 

Statement of Bank of France as of December 11, showed 

no change in gold; discounts down 183, 000,000 franca , 

advances to the trensu~: under .~ticle 3 up 800, 000, 000; 

circulation down 494, 000, 000; deposits up 1,400, 000, 000; 

coverage 61 . 27 versus 61. 59 . 

Dollar was weak against franc but has strengthened 

since opening with one Paris i~erican bank buying dollars 

importantly . Sterling has ranged from 105. 12 with Bank of 

France yielding small amount at latter f i gure . Florin except­

ionally strong with repor t from :.materdam that Dutch stabil­

ization fund is buying important amounts of sterling and 

dollars . French r entes up 15 to 46 centimes . Internationals 

slightly lower . Receipts for gold deposits made with Govern­

ment's paying offices which sold at 115 yesterday hove ad­

vanced to 126 on publication or terms of treasury issue 

descri bed in my 1259, December 16, 6 p .m. 

Rueff has gi ven me the l etter mentioned i n final para-

graph of 1259 . I t is dated 18th and is from 

( END SEC'l'I 0!1' ONE) 
BtJLLI'l'T 
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Secretory of State, 

1Yashi718ton. 

Gray 

P . .RIS 

Doted Dec. 17, 1936. 

Reed 5 :05 p.m. 

1267, December 17, 6 p .m. (SECTION TWO) 

267 

Governor of Bonk of Fnanoe to :.ssocio t1on of Paris and Pro­

~inc1nl Bankers . .. translation of pertinent paragraphs follows. 

•;.rt1cle 13 or the low or July 24, 1936 providing for 

the reorganization of the Bo.nk or France stipulates t hat •all 

bills of the floating debt issued by the Public Treasury and 

coming to maturity within a maximum period of three months 

ore admitted without limit to rediscount at the bank of issue 

except f or the benefit of the Public Treasury.' 

I he~e the honor t o confirm to you that in executi on of 

this l egal provision the Bonk or France will accept without 

limitation for rediscount all billa of the floating debt 

issued by the Public Treasury which are presented to it with 

the sole r eserve that their maturity is reached within a 

maximum delny or three months after the dote of their present­

ation and without taking into account the presenter's own 

credit or activity nor the destination which the preaenter 

proposes to gi ve to the proceeds of this discount . 

I desire to moke clear to you furthermore that the 

Minister of Finance has been good enough to give me tba 
ouuronee 
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assurance that i n conformity wtth the provisions or the 

article of the low of July 24, 1936 referred to above 

the Treasury will continue to proh1b1t all operations 

which may be considered as constituting or implying 

directly or indi rectly a discount for the benefi t of the 

Treasury and that henceforth the rote of three months 

treasury bills w1ll continue to be rt:xed at a level 

sl i ghtly l~ss than discount r ate. " 

BULL ITT 

JS 

2S8 
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269 

lleaoUoa 'o the leUer 1111d be a•aUecl, aa u haa DO' 

ye1; been publhhe4o U -.y be prewaecl that thia Uep Will 

fac11Ua1;e the hauanoe of !reaau:ry bill.a aD4 nacoUatioa 

'hereof a1; 'he Bank of rranoe, an1 that through 1;h1e Hue 

freu money DMCle4 by 'he !reaeury uy now be •ouch•. !lae 

1nterpre1;aUon that probably will be ginn to the aOYe ia 

that aa .lu:riol b0114a are coDYerte4 into the new ieeue there 

will be a oorreapoDd.i.JI& iDQreaae i n the treasury'• authorha-

1;ion for ia.uing billa. 

Reference appeara 1n the BrUhh fiD&llOial pre11 to 1;he 

rre:ooh !reaeury iaeue, and. eapeo1ally to Auriol 1 a pros1ae of 

treecloa tar capital JBOYeMnt, praidng 'he re•erAJ. of the 

policy of the Treaeury. !he preaa bel1n88 that the raaul1; 

•Y be reoono111aUon between OoYerD1l811t and French capt tal. 

!hie parUal oorreoUon of wha1; rrenoh f1D&ll01al journala 

haTe ooDaiat•UY de-ell a lliataka 111. rrench !reaeury po•1or 

ia weloCHae4 by th88e j ournala. Howner, they acUoll that 

while .ll&l'iol -Y be turning fraa threatcing to reoono111ng 

oapit&l, the apeeobea giTen recently by h1a ain1ater1al 

oolleapea in which thay upreaeecl fuar for naUODalia&UOil 

of ore4U ... a.aranca,all4 the ooD.ttnel labor 41ff101ll.U88, 

4o not 1uptre the oollfid.-oa wb1oh h ..oea8&1'1 for anooaraa­

tag dlahoardillC and. repa1;r1aUoll of oap1'al ta rnaoe. 

today I -.d talka wUil oft1o1ala of tu Paria llruohaa 

of .Uee leadl• &MriO&Il baat•· !heM otf1o1ala ••n• ._,, 
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be qu1oltlJ &114 tully ooaYerM4 w the 11ft heue. Ii 1e 

ihelr op1Ja1oa thai ovi1f1oai .. f• 1014 already 4epol1ie4 

Will be larsely 11014 to ~e 1uuranoo coapu.t .. whioll. are 

ll14cl1.J11 for ~. u4 ihai ~e latter w11111dt• Dft 'bolwlo 

1n exohuse for ihe cert1f1oaioo. Tll.o to~ eaoaai of •-••• 

oort1f1cateo 1o now ooi1 .. te4 io be oligll.tly UDder aae 

b1111oa franco. It 1o not ill.o oxpeoiai1on of thooo b&Dkoro 

ihai rreuohaen who haYe gold abroad will reiura 1 i 1a uy 

B1pif1 out .. OWlt and take new bcndo for 1 i. To -• exioni 

there .. J be exoh•nso of iho golcl hel4 1n rruoo, 'but ~ 

ooataoio ihoughi ihai perhape two b111101l traaoo wOUld be 

tho lilli t of euoh excha:ago. !.b .. o opinion• expro .. e4 in 

the forosoing are only proYiBional, and are gh•• before 

i1ae hao elapoed for oboerYing the aoiual reepaau wh1o.b 

ihe lou appeal will haYo. 

Ii wao reported by one of tho .. belll:ere thai dur1Jic 

recent w .. ko ihore wao a real reooYory 1n French 'bueine ... 

Bh banlto' ol1ente, he Aiel, ucl eepeoially ~· .a.eriou 

racUa~r ancl oil oo~epuieo ancl rronoh texUle and wtosobilo 

conoerne ware cloiag i~~pron4 bueine .. ucl goocl profib re­

lllUe4 troa ta. buo1ao... nero are better Franoh foro1p 

tr..S. fipreo for JoY.-ber. Ii wu aaittecl by -r baakl• 

oOiltaoh that tll.ero .bao beea but elow rebuilclial of that~ 

J'reno.b flraao clepodie. 

Chaabor tocl&J clobate4 budl•t aDcl general f1aano1al 

......... 
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IA"t" 
DATE fll p • U, ~0 

SUBJKC"T'I.-1" PLCIDit "101 11ft 

.... 'atll• ---11 1M1RK-U •a Pt • 

... ..,.._ ..u. .. at 10aa • .,. .... taM a:u t, u .._ 

ldt, .................................... _. __ - • -----· .. 
.. u... a.r w ... a., .... ..a tllftct7 1a " '• -. 

._...,. ...... , ot ••U.. *'1• -.. aNUJ.e wta a. • a. 
lal\... Aft• au aWt•U• -. •• ot "OI'Ua& w 1Ca&a ..._ 

,,..... t!to npavta\Sa ot t •• • l?oU_. w _, .... _, wa 

nw ao~ .. , w&~ a. ..._ ~ • '"'"' _, u.. flll'llll tllo 

1ut t• •• Uri~~~ • • .., au ..... •• • • -. ,. t. .., ... 

ol'lale ... 1M Uao -*" tahlT ......,, ta w .._ teal,.. • 

oonr ,.n ot a!ta tl .. I1U7 llao w:t.tll &olt. Gas ot ""' pl'lalt.-1 

rou•• r.r uate, bo "PIP'• W "- au roali•U• tu• .-&to • 

--• ot t.I'Oip ..,lkl ... Ia tlllil' llllltft •• -' u u• •• •• 
w ....... , .. .,.. .......... -llaalla .......... 4oal •t ... , ,.. ...... 

eapikl wu ..... p..-nn•• ._ t1u1r W pnnaelT bell.nt. IIIIo 

hltea, tor la.U.oo, u •• lMIE .. , wn _. IOlal \o '*• Uletr 

._.,. 'Duk tor ... 'lao. ..,.vtaUn • lwltlll"lnt laet ........ 

ftlo oa1T .ann at tU -=• we tu DIIMil .._,. ha\ ..._ =• 
•u• we, .., tit _. ..... .&a .., m., after ana _ .. ot •• 

... 1'111" <•• ....................... rurntf) ........... ... 

thea ... .,. •• ,. ,.. .... aoo,ooo,ooo- ....... ftao ..... of 

oovao, w , .. hil"lT ..u ott m .-. •,... .... 111 ftf1T"., 
-..ofttoa .-. " etiM • utwt'~ " t.w n• ... IMir1UI ,... 
nt ., ...... -; .... ot ...ua. tntla, ..,.._ I aM811r aelt .. ,, 

lt 
-- d. ::! • Illite ...... ot ...... ... 1112"7111 ........ - ·----.... ....u. a ....... "" 1 , .. ot ....,. ...... w• ..... ~~~~ 
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CORRESPONDENCE 

F"£01RAL. RESERVE BANK 
OF NEW YORK 

DATE ..... ~~~ ~. 

S U8.JCCT fJ&I.JI···· Clllf•m• lUll 
--

lo......W. a(e••1kKoOI ---- ... u ., ••• 
• I • 

wen o~u ,...._. -., 'lao ,,_at.,. ot ao14 to ~ a.u U4 11-.. .._ 

o14o4 .,... Cillo ..._. bnw.,., M ._, .. -. \ell 8 e, ... Ula' u..,.. 
had -. ....... ,....u. 111 ~· ".,"' wttaa *• 1111'* "' .. .._ .... 
b .... ,.. --.nao4 u... u..r 1a •••• •• ~ ... ._, ot \lae 

1-'hel'lada Ba.t ...... • \r.aatu ot 100,000,000 p.U4ua ill lol4 
to tho a.ko X. ... bU'IIlT e U"Ut be Uloaib,, 1JI 11bieh Ui411P' 

lbnld DO~ Wall ot ... pua\Saa wttb oUa•• ...._ .. u ... 
~ • Sa'ensal aftlo8 _. ~~ I'Ma.a tor .. 1111 U Wlllld ....... 

1&1'117 bo uu.,.., tol' 41ttun• aaUna. I told Boltn Ula' .. ...,_ 

had QPNiao4 \be tMIIib' to •• Ula~ Uauo OOilld haYt boa oollaal• 
bnw .. a.nua. nd • n' • I aako4 11bnbll', 1JI bb op1a1•, tiM 

1110rld waa en ~1tto4 111 .. atdol'iq Uaia aotl• ot Uatln u roae­

•l'lAI aad !olMB .....,b, U 111dloa'o4 \bat the BnUIIl taU •talrq 
Oeftalll fOI' tbO \s.a. balaao 1 

ft~ ""-•• to ~a~ .. openU.na 1JI \be aann, Boltoe aa14 
\ha' oW1aa \o ~ IMOI'ol ottft'bl ot dellal'l 1JI lllnpo, ho U4 bon 

111 a poilU• w ow• •n ot Uaolr lbon poattl• 1a 4ollua 11b!ell 

l'OC\o4 ,.._ •• Alln\Sao .... "''• \nllatOI' ot a\11'11ai to 
•• ro* •• .. , llo ...... prMUoal17 au ••• o4 ••· tho dellal' 
IIU'kot waa •• ••• aUtwa" Ulia •nal.al' • .... 1'1 .. U4 ..... 
nwann, .. w 1a1e _. u ba4 ttontoN ..u ta,ooo,ooo. '- "'..,.. 
tto hnlll '"-•• to t' •"* U ... aU11 "*' \llo ~· ... ... 
-···· ......... tall-Ill ................... ...., ...... .. 
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I'IOERAL RESilRVE BANI( 

OF NEW YO RK 

DAn: Dtt ' • u. lUI. DFI:'JCE CORRESPONDENC E 

ca~n-WJD.II SUBJEC"!'_f ...... CQif '"Ttt IIIJ 
-1- LIIGIIEL-__ ... ·-···· • I • 

I M14 lolMa .U\ ~an tba ho ..u .. •o 1 taM la,_._. t. 
pu\ a ..U ~ tor lt.Sa w -* hSa M ,.. ..o of _, 1e14 1a 1 n • 

r..q fol' lb1JIII•• \e ... loa • tho u..-tb1M of Dee..,_ _. 1 

~lUlu ta\ • WMIE 1•'-• tho _, we w ill lda4 •• ,.,_ 
£.1./ 

., 1/1 M 10 •"U• Mllan. !bo ~ reuoe tor \h11 -.., 1 t.U 

bill, fto to hoa4 ott ol'lUe1n wbiob it •• fiU'Od llilb' 'bo l_.ol_. 

•• tho fl'.....,. to• llMPilll •~naUol .... ,. of ••14 .-.... 

Boltoa .. ,u .. tho\ h o .UM Wl401'1\oo4 \ho plaJ ..._, .-t•o ·~•117 

ou '!na...,. ..... \0 'Do ill • poilU• to .., tho' th07 ... lllip am 

1014 a• ~\laO 1f U .,.._01 B ... IIU7o 

I ••U.• .. t o BolMII ., 'olopbaao ....... un , ... ...., 

wltb 4o 1-. of \ho lothol'ludo laall •• bio ....-en taaa• we 1011 

11111401'1 fOI' !MUll aoooaa' o\ M "''· BolMa \bO'IIbt thll _.tat. .. 

.. u. woftll llaUo baYlal. IUb ... oM \o fol'eip ,.u ~41111• ta 

Loa4oe, I t.a.-1 ... llladbol' th_,. "" aUU .. ,1411111 ~ lit' 

pl'ln•• t.aHnne. loltoa ....._, ..._, \hie bad pi'Ofti..U, ... ,_. 

UWJ \ho • ••• auu ltft 1a "-._, be ont.aa•od •• auo,ooo,ooo. 

•• ncu4o toMu41111 IIJ' \be OoaU•=• of •• of ..,lad ..,. .. , u 

... , .. 1a NflT " ., ... .u., , ... , th.,. "" .. , ..... ue1111 .., 

., aU. 
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Secretary ot State 

Washington 

1277, December 18, 5 p .m. 

PROM COCHRAN • 

GRAY 

PARIS 

Dated December 18, 19S6 

Received 3:55 p,a. 

Pranc baa weakened today against leading currencies 

and Bank ot France ia yielding fair amount of franc s 

at 105.15. Florin still gaining , French rentes de­

clining , 

I t thus appears that recovery in tranc and rentes 

which came with announcement of French loan for conver­

sion of gold certific ates and Auriol bonds and resulted 

particularly from special instructions of Hintater of 

Finance ln regard to freedom of capital 1a not being 

mos t sustained. 

After an all night session the Chamber early this 

morning pasaed the 1937 budget by 489 to 106 votes. 

It is now befor e the Senate Finance Commi ttee. I 

quote her eafter in translation a press account of an 

incident 1n last night's debate in the Ch .. ber which 

baa dona much to detract f r om the good eftecta of 

Auriol'• atatement above ment i oned and is contributtna 
)0 

274 
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MED - 2 - #1277 December 181 5 p. m. from t arts 

to provalent skepticism as to Government's real 

attitude to~ard capital . 

275 

"The -'1n1eter or Finance e:xpressed the view that 

it would be impossible to cover the e:xpend1tures called 

for under the heading of national defense e:xcept 

by loan issues and that no Frenchman could refuse to 

subscribe. ~onaieur Vincent Auriol then proceeded to 

make a somewhat imprudent statement . He said 'if 

tomorrow it is provided that there e:xists an 1mcompati­

bil1ty between the interests of holders of capi tal 

and the will of democracy then it is the whole problem 

of Republican l egality which will arise•. 

This une:xpected declaration led to marked cheering 

by the Commun1sts a.nd Socialists but to violent protes­

tations from th~ Center and the Right . 

Monsieur Pietr1 rose and said 1 I rear that the 

Minister of Finance has made o startling statement from 

the point or view of holders of capital. I had hoped 

that he would not have m3de ouch o statement;' to which 

Monsieur Auriol replied that he bod •envisaged an even­

tuality which he did not believe possible but which waa 

spoken of by too many peopl e dally'"• 

When Journal Official cover~na above debate i a re-

cei ved copi es will be forwarded with wri tten summary 
s ince 
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LMS :5-l>'o . 1277, Decernber 18, 5 p. m. , from Par1a. 

since there are reported to have been a denial by Auriol 

of rumors of contingency of French borrowing in the United 

&totes an i nquiry as to whether there had been "a di plo­

matic offensi ve" for reconsideration of war debts owed 

to the United States and discussions of other points of 

inter est. 

BULL ITT 

CSB 
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NATIONALBA.NK- DANQUB NATIONALB 81J1a1B 
\' RANOA NAZIONA.LB 8VJZZBRA 280 ,, -.c.--

~ AA&Ao • ......., o ..... ............... ~A:J~~~AJ~o.. ........._ 14wwwaca.. .... CJA.a.1..8R 
...-...LA ~vs-... .o--. wa:c:wuuoa 

A. , a•\oWI'UIOif .... ~ .... --. • ........,, ..._. .... ..........._ __.... 

t . ------
Zuriob, l e 18 d4oembr e 19,6 . 

Monsieur Horace Merle Cochran, 

·Premier Seor6taire de l'Embassade 

des Etats~is d'Am4rique , 

Monsieur, 

Pari e. 

2, Avenue Gabriel 

Moue :fondant eur lee "Statements• du Seor41taire 

du Tr4eor, M. Morgentbau, en date des l2 octobre et 2' 
novembre 19'6 et sur lee propositions de la Federal Reserve 

Bank of New York, noue noue eommee, le 7 d6cembre, d4clar4s 

pr&te, envere la Federal Reserve Bank of New York en tant 

qu'agent :fiscal dee Etate-onie, A c6der de l'or aux :fine 

d ' exportation ou de conei.gnation au pri.x de Pr. 4 9n.92 

pour 1 Irs de fin, prie a Berne et A acbeter de 1 'or au 

prix de Jr. 4 869 .80 le Kg de fin, livr6 a Berne. 

Sur la base de cet accord, nous avons adrees4, 

le 10 d4cembre , la d4p3che euivante a la Federal Reserve 

Bank of New York: 
" 9 We have the intention to deposit gold with you to 
the amount of approximately m millions Swi&l franc • 
in euoceeeive consignments the first of which would be 
started 1n the next day e • .Are there special formal! ties 
t o be observed ? Please cable 1:f you are ready to r eceive 
thie deposit from ue. 

Would it eventually suit you to place to our dispo­
sal with you against payment to you of a premium (the 
rate of which we are ready to diseuse) the whole or 
part of this gold against depoei t by us :for your aocoun1 
of an equal amount of gold wi tb another bank of 
of the countries complying with the SQeement Jlo·rll.en·trul1l 

If ready to agree with laet ,suggeetion please 
cate which bank of issue you would foresee . 165 • 
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Dane aa r4ponae , la Pederal R .. erye Bank of New Yor k 

noua a coauniqu' qu'en ce qui concerns l'envoi de l ' or 

aux Etate- Unie aucune formalite epeoiale n'eet axis'•• e1 

ce n'eat que lee documents de t rans port doivent porter lee 

nome d 'una banque central e comme exptldi trice et de l a Pederal 

Reserve Bank of New York comma deet1nataire. 

En reponee au 2~me alinea de notre dtlpeche, elle noua 

fit, par contra, eavoir qu'elle ne pouvait paa donner auita 

a notre proposition, maia qu'elle aerait prete, au baeoin, 

a mett re dee dollars a notre d181)081 t1on, dh que lee barre a 

d'or correepondantee seraient coneigntlee a bord du navire 

pour New-York. Nous avona alore 1nformtl la Federal Raaerve 

Bank of New York, par cAble du 12 dtlcembre, que noua rev ten­

drone aur cette offre. 
Il reeeort ainsi de cet tlchange de teUgr8!1U11eB que la 

Federal Reserve Bank of New York , comma agent fiscal dee 

Etata- Unia , n'eat pas dispoetle a nous aoheter de l'or pour 

en conetitut er un dep6t "earnarked" aupr~e de nous , d'une 

autre banque centrale d'Europa ou de la Banque dee Rbglemente 

Internationaux, maia exige que l'or vendu soit effectivement 

expedie • 
.A.ine1 que; vous le savez , nous nous appuyone en premier 

lieu sur le dollar americain pour regulerieer le coure du 

f ranc suieee, depuie la devaluation de notre monnaie1 c'eet 

l a raison eeaentielle de notre adhesion a l'accord monetaire 

conclu entre lee Etata- Unis, l'Angleterre et la France . Ce­

pendant , noua vous rendona attentife au fait que la plus 

grande partie de nos reserves d •or ee trouve maintenant 

sur diveraee places europeennee, ce que noua eat1mone indi ­

que notamment au potnt de v ue de la diapon1bil1te et dee 

facilit'• de d'placement de l 'or . Du reate, ainai que 

noua le oonetatona d'apr~e le chitfre 5, litt. ode l a decla­

ration fai ta par l a Hollands a fin novembre 19}6 a 1' inten­

tion dee Etate- Unie , la Banque Neerlandaiee a dt!Ja la poee~­
bilite de conserver en dt!p&t •earmarked" a Amsterdam l'or 
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qu' elle a Yen4u ._ 1a Pederal Reserve Bank of Jew York pour 

1' explldier en.uite aur delll&ll4e . En cette occurence, noue 

no us permattone de voua demander ai une telle diapoai tion 

avec rllciprooi til ne pourrai t paa hra adoptlla 6galaaent 

dana lea relations dee Etat~t-Uilia avec 1a Suiaee. 

lfoua voua eo-• particulHlre.ant recoonaiaaanta 

de l'obligeance avec laquelle vous avez bien voulu aooeptar 

de eoumettre cette question au Seor6taire du Tr6aor, M. Mor­

genthau et vous en remerciona vivement • . 

Veuillez agr~r , Monsieur, nos aalutatione lea plue 

di atingueea. 
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a.Lt.Jr : 

B: 

B.I.I.Jr: 

B: 

H.Ll .Jr: 

B: 

H.M.Jr : 

B: 

H. L!.Jr : 

B: 

H. M.Jr : 

B: 

B.M.J r: 

B: 

H. LI .Jr: 

B: 

R.M.Jr: 

BL 

Bello 

Bello sir . 

Shoot. 

Deceaber 18, 1936. 
l2118 p.a. 

Well we haven't bought ~· 

Yes. 

And the thing has maintained itself reasonably 
well. 

Yes. 

283 

It looked a little floppy for the past - just a few 
minutes . It was a little bit weaker but hardl y 
quotabl1' 1(eaker - a 32d or two off. 

Yes . 
The notes are not - not very husky but they're off 
only a 32d or two. 

Vlell you think our withdrawing those orders mode a 
difference? 

I think it made a little difference, yes, but not 
very much . 

You don't. 
No, because there were other bids in. If there 
had not been other bids in and we pulled the bids 
it would have made a real difference . 

Well - ah - I just realized - I hadn ' t watched it 
closely enough that there is this difference between 
the 2-l/2 and the other. 

Yes. 
Put 

So let's say we go back and be as werwere. 
the orders in again. 
I think that ' s right. They seem to be ready to do 
it the moment there •s any weakness 
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All rilht. Yea - J'ea. We're 3ut11'1ed cm the 
ballis or tbia. I think the tb1D& to do 111 to do 
about what we did J'ellterdar but keep the 8-l/1'• 
about the saae aa the othera, 

Yes. 
Not to put larger bids on that than the others. 
Just to have bids ~n and keep 1t orderly. 

Thank rou verr much. 

AU right. 

Thank rou. 
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Hello 

Hello sir . 

Shoot. 

December lB, 1936 . 
12:ld p.m. 

VI ell •~e naven ' t bought anythinf . 

Yes . 
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AnJ tne thing has maintained itself reasonably'well . 

Yes . 

It looked 
minutes. 
quotnbly 

Yes . 

a little flOP.PY l'or the past -
It was a little bit .feal{er but 
wea~er - a 32d or two off . 

just a few 
hardly 

~he notes are no t - not very husky but tney ' re off 
only a 32d or two . 

Well you thiM our witneirt..ling those or der s made a 

difference? 

I think it made a little difference, yes, but not 
very much. 

You don't. 
No, because ther e were other bids ir. . If there 
nad not been other bids in and we pulled the bi ds 
it • ould have made a r eal diffe'rence . 

1/ell - ah - I just realized - I hadn 1 t .vntchcd it 
closely enough that there i s this difference b etween 
the 2-l/2 and the other. 

Yes . 
So let's say we go b aCK all<1 be as •e ..-ere • Put 
toe orders in again. 

I think that's right . They seem to be r eady to do 
i t the moment there's eny wenkness . 

Regraded Uclassified



B: 

H. ld . Jr: 

1:1 : 

H. J! . Jr: 

B: 

:L .. . Jr : 

- 2 -

All right. Yes -yes . l e 1 re justified on tne 
basis of this. I think tne thing to uo i s to do 
about ~rhht 11e di d yes terany hut ~teep tne , -1/~ 1 s 
about the same as thu others . 

Yes . 

Not to put larger bids on that than the others . 
J ust to nave bids i n and keep it orderly . 

Thank you very much . 

All right . 

Thank rou . 
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.1 . ~ . Jr : 

Eell : 

a . J . Jr : 

Dell : 

ti • ..! . Jr: 

Bell : 

H. l! .Jr: 

Bell: 

December 18, 19)6 
12 : )J P. U. 

:.Irs Klotz . 
Ur . Bell. 
!Jr . Upham 
!.lr . White 
Mr . Ga ston 
Mr . Opper 
Mr . Oliphant 
Mr. Lochhead 

All right, Bell . ' 

Well, .~e first di scussed t oe ;>roblem of aomestic 
gol d and it was generally ~>greed - unani..:lously 
~greed t hat :.e snouldn ' t split up tne: gol a i nto 
newly mined and whe t we call secondary, it all 
snoula go tnrough tne sLme cn&nnel . 

·.aen it was di scussed wnether 1 t should go 
tnrough t he Stabilization Fund or go directly 
i nto the Treasury es it does now . Tne vote was 
f our to two in favor of - of t hose present - in 
f avor of allowing it t o operate just as i t 
operates now, t hr ough t he General Fund . There 
were t wo - three not pr esent, and if you consider 
t hose the vote would be five to four . lie haven ' t 
decided yet us to WhY the Legal Section s nd the 
St a tistical Section should have t wo votes to 
everybody else ' s one, but tn~t • s &11 r i ght . It 
e

4
U&lized in the ctse of tne Legal, but in the 

St a tistical we got two votes in f cvor of 1t 
going to the Stabili-ati on. 

iJid Taylor lu.ve rtis vote? 

Yes, we counted Tbylor . He was in f avor of the 
St abilization . 

How many votes di d you give hi m? 

One . 
And how much di d - would that make it, hi s vote? 

Five to four . I counted Herman in f&vor of -
in f avor of its oper &ting through the Gener~>l. 
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Bell : 

ti . IJ . Jr: 

Lochhead: 

B. loi . Jr : 

Lochhead: 

You mean me? 

I mean Herbert . 

Th6 t 1 s r ight. 
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I 1m not going to undertake to tell you the 
reasons for the va rious vie*s · 

But I don't kno"K yet whEt you ' r e voting on . 

As to whether the domesti c gold would go directly 
to the General Fund or flow through the St abili­
zati on Fund, and we voted it should operate as it 
does now, directly to the General Fund . 

That ' s the way it does now • 

Yes 

And f our people t hink that 1t should go to the 
Stabilization Fund? 

Tha t ' s right; that ' s Mr . Oliphant, Mr . White, Mr . 
Haas, and Mr . Tayl or . 

Say it should go all -

- to the St abilizati on Fund . 

Nell, you aon 't think so? 

No, but ~ reason i s more or less minor, I
1
11 have 

to admit; i t is one of oporuti on. 

Well , let' s take it as though - talk to the nega­
tive f irst. Who thinks t hn t all the gol d should 
go through the St abilization Fund? 

Shouldn ' t. 

Sboula not . 
I voted that I thought do~estic gold should go 
through the Tre~sury as an operating proposition 
purely from an opera ting proposition. I think it 
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would pr obabl y be an awful mess t r ansfer ring 
~hat all - all that t hrough the Stabilization 
~und - the smell ~mount ther e is • 

You are suggesting fro~ nn operating viewpoint? 

Fr om en operating viewpoint . 

,v,,o else is opposed? 

I sm . 

Nhy? 

One fairly simpl e r eason . It seems to me if you 
c~n oo a thing directly, tnore ' s not mucn use in 
~uding & step . I f the 'l'reosury can buy it 
direct, it seems to me you're going out of your 
way to route it around through the &tabilization 
Funo . 

Ano the other one , I suppose, involves monetary 
t neory and centra~ banking tbeory . If we put 
domestic gola thr ough tho Stabilizati on Fund, 
it seems to roe to dr aw 8 di stinction between 
Tretsury operation and central bunk operation and 
puts the purchase of domes tic gold in the central 
bank operation field; because the Stabilization 
Fund is core closely allied to central banking, 
probably, t han the Tre~sury, and if some day there 
were 8 change of feeling in the country acd se 
.. anted to separate centrt, l banking from t he 
Treasury, it seems to me everything t bat is in 
the Stabilizati on Fund would go to the central 
bank r 6ther t han t o the 'lreasury . And for that 
reason I ' d l i ke to keep as much of i t as possible 
i n the Treasury proper r r ther tban i n the St abili -

zation Fund . 
You say yours i s purely operation? (to Bel l) 

I have sympathY ·::ith that viewpoint (Upham' s) too, 
but my vote i s largely one of operation. 

But the ~uestions you raised can be surmounted? 

Oh yes . 
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What? 

Oh yes. 

A.Ll r ignt . J..ll right, Y/hite . 

I think it was agreed tha t matters of opera tion 
were of secondary importance ond it should be 
decided exclusively on the l or ger matter of 
policy . 

Yes, ,7ell go ahead . 

ar 

fS a ma tter of poli cy, I feel that a separ ation 
of the domestic gold from the foreign aol d seems 
t o emphasize a distincti on bet~een for; i gn opera­
tions and domestic operations i n gold which is 
fic titious, because the t•1o both r epresent an 
Lc~uisition or departure of gold; and, since the 
whole step is ori ginally tr.ken with some view of 
the a l ter ing of excess reserves or sterili zing 
not golJ imports, but acquisitions of gold, that 
no a i s tinction between the two oug11t to be made . 
/, nd for the very re&son that Upham feel s the dis­
tinction snoulu be K~pt l feel it snould not be 
kept. In other words , I t hink t hat we emphasi ze 
the di sti nction between centriJl banking >nd 
Treasury operations if we t r e£ t domestic gold 
separ a tely from incoming gold . In other woras, 
I thi nk that there oughtnlt to be th£t di stinction 
bet.veen central bunkint and 'IrE:&sury operations 
over a <;uesti on of ac<;uisiti ons of gold . linether 
tnose ac~uisitions come from oomestic mines or 
foreign mineS i s & C\a t t.er of secondary iC\portance . 

And there is another point, which i s really Oliphant ' s 
point t ha t he r a ised, .vnich I find myself syopLthetic 
to, and that is tha t gold is to be r egar ded chiefLY 
as a means of inter noti onal payment, no longer as a 
domestic unit of currency, and as such it seems to 
fit mor e into the concept of the StEbilization FUnd , 
something which the Stabilization Fund is vitally 
concerned with; i t doesn't differ from incoming 
gol d in that respect . 

And t hen possibly in answer to his objection thLt 
some day it might be taken owEly from us and therefore 
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he 1 d rather have l ess t aken away than the 11'hole 
thing, I would say that if the power and the 
authority or the function or controlling imports 
and exports of gold are token away , "he other 
doesn' t matter . !ne question of the acquisition 
of domestic gold is i .mportant only 1n its psycno­
logica l and logical effect on the importance of 
the St abilization Fund . 

I can' t look at you, but I ' l l listen to you (to 
Oliphant) . 

Vle.l.l , I - the tiling that strikes me i s that we 
have here something very, v ery important, but very 
intangible, and that is th1t we are here at a period 
wner e :1e are trying to develop 6 new mechanism f or 
the control of the wnole intern& tional exchange pic­
cure , and the process of developing toat mechanism 
is a process of pulling it away from bankers and 
banker psychology; and our success in developing 
that mechanism, bec~use of the inflexibility of 
human institutions , is pretty doubtful at best . 
J.nd I want to do everything every time I get a 
chance - I want us to accentuate the importance 
of t he St abilization Fund having in mind that 
some of t hese days , a fter it's been extended a 
time or t no, we•ll sit do~~ Lnd draft a pe rmcnent 
statute for a perm&nent Stabilize Uon Fund as o 
oermanent mechanism in the Treasury for the con-
trol of tnis sttu&tion. 

And ror tha t reason I cnink toe gola thing is 
pvrticularly important , because as ·.~e no longer 
allow gold to circulate in this country , sJ.nce it 
is related to our uomestic currency only in so for 
as it backs up gold certificates wnich don' t cir­
culate , snd as such banking is relativel Y unim­
portant because of our duty to maintain parity, 
gold has ceused to be signHicant domestically 
and it is significant only in the intern~> t1onal 
picture; &nd for the t reason it is peculiar l y 
important that we get to thinking of gold ln t erms 
of international operations ~nd get the people to 
thinking of it in terms of the inter nstioncl pi cture 
and in rela tion t o the St nbJ. J.izstion Fund, •.mich I 
tnink is the germ out of which the permenent 
organi "ation i s going to develop · 
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Clarence, you want to add anything? 

1'/ell, I happen to be on the other side. 

Other side from Ur . Oliphant? 

Yes 

How interesting. 

~heir votes are neutralized . 

I congratulate Yr . Oliphant. 

292 .!$:" 

.~ell , I feel the way Cy does and I thought there 
were two other points which run along the same 
line . One was tha t it seemed to be easier if 
later on - that is , if you only went to the im­
ported gol d and later on wanted to include domes­
tic gol d i t would be easier to take that second 
step than it would be to reverse. That i s if 
Congress set up the utebilization Fund as the 
central funnel, it seemed to me - although I 
realize there is an argument the other way 
around - that it would be easier to do imported 
now ana newly mind and domes tic one aonth, two 
months from now if the picture indicated it, than 
it would be to take it all in now and try to reverse 

the process. 
1.nd certainlY there is a certain aspect in 'Mhicb 
this quarter of one percent comes into that; tnot 
is, I believe we all agreed that the most fea sible 
thing ?:ould be to have the quarter of one percent 
follow the gold. ~hat is, however much gold the 
Stabilization Fund handled, that 4uarter of one 
percent on t hat would be kept by the Stabilization 
Fund; however much gold the General Fund handled, 
ttJe quarter of one percent would be kept by the 
General Fund; that if the domest i c gold .went to 
the General Fund, it would at least have a quarter 
of a percent on thut in order, theoreticallY perhaps, 
to stack up agains t the interest charge. Now, thot, 
of course, is not inevitable; it's probcbly possible 
to work it out so that even 1f it goes through the 
Stt-billzation Fund the General rund could get a 
quarter of one percent. But ther e are di£ficulti ea, 
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and I think we all agree that if possible it 
sho~d follow the gold, 

I am listening to you people . I think this -
I think it would be a mistake to put the gold 
in two places . Oh I ' m sorry, I should have 
asked you first (to Gaston). Do you want to 
talk a minute? I'm sorry. 

I just wanted to say that I am ag reed with the 
general line of thinking or Mr. Upbam on tllis 
tiling. It seems to me tha t wluit we are suggest­
ing here is - essentially is making of the 
Stabilization Funti something that it is not now. 
Ae are envisaging the i dee of a Stabilization 
Fund as a department of the Treasury wllich is 
the moneta ry authority, carrying all the moneta ry 
functions, und I don't think it is that now. 
And I tllink it is very questiot~ble whether there 
is any point to trying to make it that. As a 
matter of - as a practical matter , the decisions 
are in the same -place in any everit. The Stabiliza­
tion Fund is a pocketbook, a ba~ account through 
which the Secretary of the Treasury operates to 
achieve certain objects. It is an i nstrument for 
certain dealings, and in any ::ase the decisions 
a re his now . hnd as a practical matter, passing 
this through the Stabilization Fund merely means 
a little extra booldteeping tnrough which we set 
up a fiction; we s&t up a fiction under which the 
Stabilization Fund is enabled to ta.ke e profit 
on these gold transactions. Actually it i s the 
Treasury - ac tually it is the 1reesury &nd the 
General Fund tha t buys the gold and carries on 
the business. Now, I don't - I don't see any 
reason for setting that thing up . If there is 
any question of making public Khat i'S done, it 
appears to the eyes of the outsider merely as a 
device for: "hocus-pocus• by 'Nhich we get certain 
additional profits in the Stabilization Fund. 

Otnerwise, it has no practical effect lvhntever, 
and I can' t exactly see the importance of setting 
up the Stabilization • und as a monetarY authority . 
If it is going to be, if we want to do that, then 
we ought to have in mind continuallY enlarging 
the StabUization Fund power over the currency, 
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and all of that, anu moking it n di stinct func­
tion from other Treasury functions . 

Finished? 

Yes 

.Vell, what I started to say is this. In rtJY o·.m 
mind, I think it would be a gre&t mistake to 
acquire gold in two places. In the first place 
I think it is difficult to understand and diffi~ 
cult to explain. 

Now, here is the tning. I ;oant you to get tnis, 
Herman, particul~rly. If we ~et the gold - part 
or it, the foreign gold , in the btabilization ~und, 
and part of it in the - the do~estic gold in the 
General Fund, might we not find ourselves in the 
position we are with silver? lle 1r e going to have 
two prices l.'or gold - 11ren 1 t ••:e setting a precedent 
or a domestic price for gold -

(Nods negatively) 

- Now wait a minute - a domestic and a world price 
for gold. Very apt to be . !ha t thing may perfectly 
come. Now, don ' t just a1sreg6rd that, becsuse 
when you hear these people say if they could find 
a way to control our domestic prices 1n the present 
expansion which Mr. tccles is so worried about -
you hear him t alking 6bout we•ve got to have control 
of the margin of profit on sll commodities, excnanges , 
in order to obtain a stable situation. Mightn't it 
suddenly occur to them- "Let's lower the price ot 
gold inside the United States and keep up the world 
price, and vice verse." 

Now wei t a minute - I've got something . !low, if 
t ha t is possible, then the reverse i s true, and 
isn't this a device - it may be in a short time, 
by putting all of the gold in the Stabilization 
Fund, t hen the next thing iS to put all the s i lver 
there end because we have one price for gold we 
have ~ne orice for silver . See? ~nd isn't that 
maybe an out on silver? 
They say to us, "l'le haVe domestic ane external, 
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all the gold comes in, Lnd" - I mean the whole 
time I was thinking about it - • and you pay 
inside and outside for gold , and why don ' t you 
take all your silver und handle silver in the 
Stabilization Fund and nondle it Just as you 
hend).e gold?" llnich is what they ' ve been arguing. 
P.nd therefore it gives us e real excuse for 
handling silver . 

That is very interesting . 

·•e' ve all beim clubbing our brains to fino a 
way. Isn't that an interesting thought? I a~ean 
the both. You put gold in tne same place and 
tnen - I ro.ean tne other by golly you ' ll have a 
two price system; you'll nave a- one price for 
gold inside and one price for gol d outside . 

As to the position that we are fearful that thing 
is going to be a ro.onetory authority, the way to 
keep t nem from having t nothcr monetary authority 
is to use the instrument that .ve have got and go 
aheod and use it to the fullest ext ent that is 
within the l aw . 

No .. , Ur . Eccles , wno is worrying about our en­
croacaing on the central banking functions , is 
very insistent th~ t we handle domestic gold . Oh 
yes . 
And I don•t want to settle this thing now, but I 
say this: I think it would be c maJor blunder 
to handle gold in two places . 

Another thing, suppose that when gold goes out, 
which fund ere you going to drew it out of? Are 
you going to take it out of your General Fund gold 
or are you going to teke it out of your Stabi liza-

tion Fund Gold? 
I t goes out of the Stabilization i'und, but through 

the General Fund . 

Indirectly. 

It's all going to be one fund . 
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But it ' s going to be in two pl&ces? 

Vnly temporarily. 

But who is finally going to handle it? 

It' s going to -

296 

Think of now much gol d can be i n the St abilization 
Fund , though. 

lf you decide like the 111a,lor1ty decided, the 
newly 111ined gold that coa1es froD1 the 111ines into 
the assay offices will co111e one way, and the 
other 'Ki l l come in froD1 the outside another 11ay 1 

but tney all focus bt the saa1e point, the General 

Fund . 
llher e will t he finul trustee of that gol d be? 

In the General Fund. 

J,nd the foreign? 

Logically in the Gener al Fund, in either way . 

Except that for trading purposes your St £bilizotion 
Fund may hold a portion of i t out, D1SY have a 
small reservoir for tradi ng purposes . You will 
still have the one billion 8 in there, but as to 
t he two hundred million dollars - well, i t D1SY be 
all gold, but in order for you to get funds in 
which to operate you ' d hove t o turn the foreign 
gol d that you have in the 2v0 mil l ion doll&r 
oper ating fund into the General Fund in order to 

But it is still true that the Stabilization Fund 
can b e a big reservoir of gold . 

Be two billion, t ha t ' s all . 

Nell , Eccles says it can be three billion. sup­
posin& another billion doll ars come in under this 

new plan. 
The General Fund will hold 800 oillion and the 
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Stabilization Fund could hold 'nother 200 
million, assuming it is in liquia form. 

vlell, 1f it ' s going to be that way what ' s the 
argument about? This - either I d~n• t have it 
clear i n my mind or somebody ' s misstating the 
proposition. 

I think we have to bear in mind that, from the 
standpoint of gold goi ng out, there is a tre­
mendous reservoir of gold. The Sttbilizati on 
constitutes a tremendous reservoir, namely , of 
two billion of gold . 

I haven't got this thing s traight. 
something - e ither somebody stated 
I am thinking wrong . 

There is 
it \\TOng or 

Let ' s just take a hundred million golo. Let ' s 
say it is going to go through the Stabilization 
Fund and be sterilized. As I understand, this 
hundr ed mi llion comes in, arr ives at the a ssay 
office, they pay tor it by check. Vie reimburse 
somebodY for that gold, so we go out and bor row 
a hundred million dollars rrom the market for 
one year and reimburse the Federal Reserve Bank. 
I suppose the check is drawn on them. Is tlu:t whom 
the check is dr awn on? 

It comes through the Stabilization Fund, yes . 

What? 
It comes into tne Stabilization Fund · The Federal 
Reserve Bank of New YorK will pay for it and 
cnarge your account. , 

The Stabilizat ion Fund . 

Yes , sir . 
We ' ve got to raise a hundred mi llion dollars and 
we get that rrom the market. 

That's right. 

Regraded Uclassified



Gaston: 

Bell: 

H.:J . Jr : 

Bell: 

H.:A. Jr: 

Uphnm : 

H.M. Jr: 

Oliphant : 

; . • :.I . Jr: 

Gas t on: 

d . :J. Jr: 

Bell: 

li .U.Jr: 

- 12 -

298 

es 

The Treasury takes tbe gold and borrows the 
money. 

You hold a hundr ed million dollars worth of gold 
in the Stabilization Fund . Then when you do that -
now you want to turn that gold over to the Treasury 
a nd reimburse the St abilization Fund, see? 

So they cen buy ~nothcr hundred . 

Now we take a hundred million dollars 1n gold into 
the General Fund . In order to pay you, the Stabil i ­
zation Fund, for the gold wn1ch we take, Ne borrow 
a hunored million dollars in t he m::rket. 

But what is the sense - if the gold is going to 
finally get into the General Funo, what i s the . 
s ense of cnannelizing it through the Stabili zat i on 
Fund? 

That ' s the whole position we ' ve taken. 

Vlhet' s t he sense of channelizing 1t through there? 

Let ' s take foreign gol d . 

I ' d r ather start with domestic. 

I t's the Treasury ' s buying and sell ing agent. 

Go ::head , Bell. .'lha t 1 s t he sense 1n channeli.<:ing 
t his? 

From a practical operation, there isn' t any . But 
in the conference l as t week Dr. Viner and Taylor 
and everybody in the other room - they thought it 
would be better to c entralize, certainly, imported 
gol d in the Stabilization f'und . That 1vas the main 
reason for it. 

I mean what - wha t - if the gol d - the thing thut 
I had in mind Has t ha t here we have two piles of 
gold Leave out t he billion 8; let•s leave that 
out.· Let 's say 2v0 million dollars worth of gold; 
one is domestic , the other i s foreign; and t hey 
would actually reside in two different places . 
You say that i sn ' t so? 
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No . Eventually they Nill both be 1n the General 
Fund . 

Well then, to t ake domestic gold end ctwnnelize 
it through the Stabilization Fund is an abnormal 
~hing to do . 

fhat 1 s the way I feel; it is t.n t- bnormal thing to 
put it t hrough the St tbili zati on Fund . 

,·,ell , '.l'hat do you think? You ltllo«, I'd pay a lot 
and s o would you to solve this silver thing . 
Wha t would you think? I mean 1f we did this thing -
let ' s just stop a minute - end i f we normalize 
silver by being abnor mal • ith gold, if it ha s a 
precedent - Now her e we ere n~ndling gold in 
one way, both domestic end foreign; why should we 
handle silver d ifferently then? Therefore from 
no?t on all silver purchases will go through the 
Stabilization Fund . We ' ll only have one price, the 
world price and the domestic . Any more than we should 
have t \'/O prices for gold. !ihy should we have two 
prices? 

And you people who ere friends of silver say that 
the silver is ~oney ~nd i t is a part of the mone­
tary stock and •wha t ·.1e ,.,ent you to do is to have 
bimetallism and trent golu end silver the same." 

"0 .A., we're going to treat it the same- one 
~rice for silver ." 

Well, I thought your f irst point was even stronger. 

I know but I s ey tney a re bot h - I mean I argued 
backwa~ds on purpose; I kneH what 1 was doing . 

First they might say, "Let ' s have two prices for 
gold ." One group may say - like last year Thomas 
said the ourchasing dollar is only 120 and it 
should be· 140. I uon' t knoW r1ha t he meant ; neither 
did he. 

"And Ne ' ve got to r aise- all right, we won' t upset 
the tripartite agreement, but we 've got to bring 
gold up. So, Morgent hau, you reise gold; • e won't 
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upset your tripart ite ngreement. You leave 
that at 35; you' re handling it separately 
anyway . • · 

Now l i s ten, there have been crazier things than 
that pulled off in this town. 

"Now you 1 re nand ling it separstel:r 
got to bring t hings up to the 1916 
you're doing s ilver t hat way now. 
what you're doing with silver, n 

and we•ve 
level, and 
Just follow 

That 's one ar gument . I reversed myself end tben 
I s ay , n:/e 111 nave one pri ce for gold, we ' ll have 
one price for silver . • 

Those ar e both two new i deas and I think they ore 
strong points in f avor of our stano, but I wish 
there isn't lost sight of the fact that there are 
other ar guments indepenaent of that . 

Vlell lis ten, I •m going to ask Mt· . Oliphant ' s 
section to dr aw it both ways . I ' m not going to 
settle tnis now, because I ' ve thrown two new 
i deas to you, haven ' t I? I •d like it drawn up 
both ..,sys . 

I would l i ke to ask, Yr . Secretary, whether 
t here isn't possibly a three-way situation . 
If there isn't, so much the better, but I want 
to be sure tha t we cover all you r.ant to have 
covered . One possibili tY is to nave both domestic 
end newly mined go t hrough the Gener al Fund - I 
mean both domestic end imported go through the 
General Fund, and the other is both domestic 
and imported to go t hrough the ~tabilization 
Fund, and t he third one is to nave dome~tic go 
through the General Fund and the imported eo 
t nrough the O>tabilization Fund . :low, that -

That 's true . 
- thu t would ma-:te three different ways. 

Yes , draw it up three . Yes, tha t ' s r ight, but I ' m­
you sec , there are two things. I don' t agree with 
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Upham that by putting this ell through the 
Stabilization Fund we run the risk of losing 
the Stabilization Fund . I take the other 
attitude. I think 1f 7/e are aggressive and 
make the most use of it, run it 11ell, success­
fully , that no one wants to take i t away from 
us. There's nobody around town saying, nl(or­
genthau shoulon•t have the Stabilization Fund ." 
An awful lot of people crounJ town - every day 
more and more of tnem are saying Eccles shouldn 't 
have anything to do with it, but you don' t run 
into anybody 'Rho suys tha t llorgentoau sbouldn ' t 
have that, t ha t •no human being should have that 
power . " You don' t hear the t . Buh? 

That 's· right. 

In other words , they ' re satisfied . Now, on the 
other hand every day you pick up somebody -
~ccles is working up this big lobby ~gainst him­
self purely through his own actions. 

Now, I've cudgelled my brain for some way out of 
t his silver thing, and this may be a ray of sun­
snine . This may be - I don 1 t ..ant to say a silver 
lining to a cloud - but it may be . And on the 
other hand , there are tv10 things; there is both 
t he silver ana there is the possibility of the 
two prices on gold if you t reet do:nestic and 
foreign gold separ a tel y, and I don' t think you 
can just saY t here's nothing to th&t. 

You may want to have two prices on gold . 

Yes, there is that possibility - but a t our choice -
but not being ariven into it with a oistol at our 
heads. I mean I don 1 t want to be driven into this 
thing . 
No, but it may be more convenient to have two 
prices t hrough the method of separating the domes-
tic and the foreign . 
But I don ' t want to have it obvious . If they just 
leave me alone, that's all I 'm asking for - just 
leave us alone and let us have a period of digesti on 
and s i t back and see what ' s beeu accomplished. The 
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thing thut ruined Woodrow Wilson was too much 
legislat ion without s period of digestion. 
Now we ought to hove a period of digestion for 
a year, and I'm for it. 

Following that argument, t hi s change in the 
method of bLndli ng domestic gold would raise 
a lot of disturbance and upset and might prevent 
us from going on in the r egular way. 

>'lell listen, I ' ll see you gentlemen at 9 : 30 
Uonday and see if you can' t give me something 
else besides a Supre~e ~ourt decision. ? lease. 

'//ell, "'e hsd to count llbsent.ees in order to get 
that decis i on . 

I'll put that oown here - committee on gold, 9: 30 . 

Pretty bard today . 

Who? 

You. 

I ' m hard? My God, you fellows argue for two and 
a half hours and you come in With a 4- to-5 
decision. 

Ur . Haas nas a public ste teaent ·• hich Llr . Warren -

.'/bich 7/arren? 

Professor ~.arren - public st atement tha t ne said 
.might be issued . It bears on this point. I don ' t 
Know, he sent it in possibly ··11th the intent that 
you read it . (Hands paper to Secretary) 

I don' t think that I 'm hard a t all. 

That was just a jest . 

N I just - I think that t his is very, very 
i~portant, and I'm not satisfied with my advisors . 

You mean with half of them. 

II our of them. 
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No, no, I don•t. If you will all think about it 
again, we can meet 9 : 30 Monday . In the meantime, 
have it drawn up tl~ee ways . If I had to decide 
now, I •~rouldn 1 t know how to decide . But I will 
say this : if it would solve s ilver, I could make 
up my mind like that. 

I don't want you to go - this conference to break 
up with the feeling that your discovery that it 
lands 1n one place is an answer as to the merits. 
There are a lot of other obJections tha t -

Nell, we can hit it at - I ' ll even make it 9 
o ' clock - I mean Monday, an hour , we ought to 
be able t o settle t ha t t hing. And - I mean if 
you think it's going to take more t i me to argue 
it - I've got a meeting ot lO : JO - well , .·te can 
do this thing. 

Vlhen' s Wayne going to be back? 

Tomorrow. 

He 'll be back tomorrow. 

Well, thank you for your assistance . 
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UII ITED STA!ES SENATE 
Committee on Appropriations 

December 18th, 1936. 

CONFIDENTIAL 

Dear Mr . Secretary : 

304 

I venture to express the very 
definite Judgement that your Advisory Committee on 
banking legislation should go on record promptly 
a.nd courageously against the design of Eccles to 
absorb the functions of various other agencies . I 
am reliably told that the fellow wants to control 
taxation, budgetary estimates, bank examination and, 
indeed, t he activities of many branches of the Govern­
ment with which the Federal Reserve Board should 
have nothing whatsoever to do. 

There should be no general banking 
legislation at the ensuing session of Congress end 
if your Committee agrees with this , I think it should 
definitely say so to the President . 

Sincerely yours, 

/s/ Carter Glass. 

Honorable Henry Yorganthau, Jr ., 
Secretary. of t he Treasury, 
Washington, D. C. 
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Storttary of Stat£ , 

'.lashing ton. 

1280, De:c~bEr 19 , 2 o . m. 

FRO!l COCWl.All . 

GlUY 

Parts 

DatEd DEC~bEr 191 1936 

Re:o ' d 11:21 a . m. 

Ftature: of this morning 's unofficial trading has bEen 

the: rathe:r he:avy offering of dollars against stErling. 

Marlett obsErve:rs still unce:rtain as to \1hEthEr this may 

re:sult from possible: forEign solEs of AmEM.ean sEcurt ­

tie:a upon pre:ss rEports of l'iashington confe:re:nce:s in 

rEgard to me:asure:s for ch e:cld.ng influx o f spe:culativE 

capl.tnl. In this camEction AOENCE ECONOI!IQUE today 

rEports Washington considEring Efforts to supplEmEnt tri ­

partitE monttary agr£Eme:nt nith viEn to cutting down above 

m.EntionEd typE of intErnationol capital move:me:nts . 

PrEas rEports that on DEcembEr 21 onE end onE half 

million pounds of 3~ of sterling rEgistErEd bonds of 

thE llortgagE Bank of thE r. tngdom of De:nmark will bE 

off£rEd tor subsortption in Lond cn. ThE bonds which will 

bE redEEmEd within 25 yEars will bE offErEd at thE pricE 

of 95~. This issue: is Exmpt from thE BM.tish Embargo on 

forEign ( *) pre:sUIII8bl1 for thE rnson that thE procuds 
will 
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nill bE uoEd to inc•'tcat Dtn=r!t' o a tErl~.ng r•aourcro , 

":tn~ tcr" l'Epcn-ts from Shnt"6he1 thot n French 

ayn<licntE ia to lEnd t!:lirt:;-- rour nnd o. hnlf million 

·ol!r.ra in ~:~~~t<rio.la and co.ah ton ChinEs< company 

for thE cono t l'\\C tion of 523 kilomttrce of r ailno.y track 

in Sztchnc n I'1•ovinct, Tlx loan io r £dE£meblt i .n fiftEEn 

ytaro o.nct io :;uo.rentEEd uneon<l1t1onelly by t1!< 1:1n1otry 

of ~eUnc~o . 

(*) Appercnt on1sa1an 
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