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J i ll'•• he nnta b1.a pro..t at ton~ oo RUl - 2/12/)8.. ... 23 

Regraded Unclassified



1l&r Debt• 
S.e Dlbte, Foreip 

Work• Proere .. •d-1n1nrat1CD 
S.• llou.illc 

0 U-plo,.ct Rellet 

-·-

Regraded Unclassified



H.Jl.Jr: 

Operator: 

H .I.I.Jr: 

0: 

H.l!.Jr: 

0: 

H.lJ.Jr: 

Hello. 

February 1.2, 19:58. 
9:16 ll.ID. 

Are you ready tor Ur. Butt erworth? 

Yes. 

I ' ll have it in a minute or two. 

Thank you. Hello. 

Ur. Butterworth. Go ahead. 

Hello. Hello. 

Boltttorworth: Hello. 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H .I!.Jr: 

B: 

H.!I .Jr: 

B: 

H .l!. Jr: 

B: 

HUL Jr: 

B: 

H.U.Jr: 

Good corning. 

Hello. 

~ello Butterworth. 

Good afternoon, sir. 

Go ahead. 

I - I telephoned Sir Frederick Phillips. 

Yes. 

At hia house last evening , and he made a point ot 
coming t o t he British Treasury this morning. 

Oh, tor heaven's snke . 

Where I gave him your message. 

Yes. 

Xnd I got i n touch with Phillips, not only because 
I know him well . 

Yes. 

But because without doubt, he can inf luence the 
British monetary policy more t han any other individ
ual 1n t he Trec.oury. 

Yes. 

1 
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B: 

ii t;.Jr: 

B: 

H. ll.Jr : 

B: 

;..; . :: .Jr: 

R ; 

'i . ':.Jr: 

3 : 

:; . ·: .Jr: 

9 : 

;;.::. Jr: 

'1. !1 Jr: 

H.U .• Tr: 

B; 

B: 

- 2 -

And Ph1ll!;>c was obv1oue].y attracted by the 1dea. 

~e \'rae 1"hat ? 

Fe was obvioucly attracted. 

~es. 

By tl:e i dea . 

Ye s . 

But h~ expl a ined t hat he was ~1thout a Chancellor 
of the ExcheG~~r. 

Yes. 

And he went on t o mention th'\t the BanK of England 
w~3 Et1ll 1n char~e 1n t heory and to zome extent 
tn pr9.ctiC'e •1l.th t h" r egulAtion of credit i n this 
c?untry . 

Yer. . 

Obvious ly, he h!ld no l'!.P:!'1n1te 1clee. end to whnt 
:>sr Rllel ect i on , 1f any , could be taken. 

Yec. 

Ann for both of theee ree&?ns , he wished to p?st pone 
g tvlng t heir ~ewer until earlY Monday aftern~=n. 

1'::- hu.!l . 

I tried t~ ascertain what chance ther e r.ae, ln h1£ 
?p.'.nion, of the British author~t1es going beyond 
m~k1ng nn ~p9roving st~tement . 

A what ? 

An appr ovi ng s tPternent. 

And I suggested t hat 1f it was merelY ~ questi on 
of maki ng such ~ stateMent . 

2 
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H.!.I.Jr: 

B: 

H.L!.Jr: 

B: 

H.M.Jr: 

B: 

H.IJ.Jr: 

B: 

H.U.Jr: 

B: 

H.I.!.Jr: 

9 : 

H.l!.Jr: 

B: 

H.!~. Jr: 

B: 

!!.U.Jr: 

B: 

H.l.!.Jr: 

- ~ -
Yes, sir. 

To t he House of Commons on Uonday afternoon, you 
would probably wish to go ahead and make the 
announcement from Washington over t he week end. 

T.llat • s r1g.ht. 

On t h e other band, I said that if he thought that 
t here waa a subst an tial chance of par~llel action 
taken here. 

Yes. 

You would, of course, wont t o synchroni!e t he timing. 

That' s right. 

And, t herefQre,would be willing to postpone the 
announcement until arrangements couJ.d be completed 
here . 

That's right. 

Thi& Phillips said, and he asked me to convey to 
you his word, that he d id not l i ke to any t hat 
t here wasn ' t any substantial cnf.noe of action. 

That there was not. 

3 

That th~re was not. He did not want to say that there 
was not. 

I see. 

But he could not , in t he circumstances, promise that 
if you delayed your announcement, he would be able 
to give a f avorable r eply on Monday. 

I see . 

But he requested earnestly that you do ?slay it. 

Oh , he did . 

Yes. 

rrell, then there ' s only one t hing to do unoer those 
circumstances , and tha t i s to delay 1t until Uonday,' 
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B: 

H.L!.Jr: 

B: 

H.U.Jr: 

B: 

H. l.I. Jr: 

B: 

H.U.Jr: 

B: 

H.U.Jr: 

B: 

H. L!.Jr: 

B: 

H.!!.Jr: 

B: 

H. !.l.Jr: 

B: 

- 4 - 4 

Yes. And so I said t hat unless I called him up to 
the contrary, t hat be could communicate with me on 
Monday afternoon, and pendi ng the receipt of hi s 
answer, no announcement would be made in Wc.oh 1ngton. 

Well, now, Just a minute, and let me see whether the 
people agree with me. Shall you? Stand by, please. 

Right. 

Hel lo . 

Yes. 

Juet repeat agai n whet Sir Frederi ck Phillips said. 
I mean it ' e important enough t o go through it once 
more and l et me get it. 

Right. Well Slr Phillip& eni d t hat - he a sked me 
to convey it to you in these words, that be did not 
like to say t~t there was not a substantia l chance 
bf action here , but be could not, in the circumstances 
promi se n~ t hat if you delayed your announcement, 
be would posit i vely be abl e to give a f avorable reply 
on Uonday. 

Yes. 

He was obvi ously attracted by the i dea. 

Yes. 

9ut be was obvious~ 
hi s mind on the spur. 
Princ l pnl there , t ho 

not able to not only t o oq,ke up 
of the moment, but without his 

Chancellor of t he Exchequer. 

Yes . 

And without consulting l.!ontagueHelman. 

Yes. 

Who has some say i n the cr edit policy. 

Yes. 

He wasn ' t able to give any defini te answer, so t hat 
I think that you will simply by d~laying t he act ion, 
I t hink t hey ' ll hear 
t hat they will do sooethl ng. 

.. Regraded Unclassified



H.U.Jr: 

H.U.Jr: 

B: 

H.:!. Jr: 

B: 

H.cl.Jr: 

lf.!.l.Jr: ~ . 

B: 

H . lJ .Jr: 

B: 

H. tl. Jr: 

B: 

r. . tLJr: 

B: 

r. . !.!.Jr: 

B: 

H.l! .Jr: 

:9: 

H.l !.Jr: 

B: 

!i. ~LJr: 

5 

- 5-

Well, now, the lat e , but not the lamented, 
ur. Herbert Feis , has Just oome in and I'll ask h i m, 
see? 

Hello. Hello. 

Hello. 

I say the late, but not t he lamented ~. Herbert Feis 
has Jus t arrived. 

(Hecrty laughter) 

Well, ju:J t a moment, I foolishly told h1m nine fifteen. 
I should have told him eight thirty. Just a minute. 

Hello. 

Yes . 

7/ell, under those circumot Mces , or course we'll wait. 

Right , s1r . 

Now, l et me give this to you. I normally have a 
press conf'l rence on Llonc1e.y at tour o 1 clock. 

L!onday, a t tour. 
1mport11nt 

Now - you - it wou~d be I t hl\t. I have some word 
from you before t hat. 

nov: ' s tho.t ? 

Hello. Hello . 

Hello. 

Usually, but not always, I have lunch with the 
President at one o'clock. 

At. one o'clock on Uonday. 

Yea. !low if I could get something before that, it 
would be very helpful. 

Yea . Now 1t he gets in touch with me at, shortly 
after lunch. 

Yes. 
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!l: 

H.tJ .Jr: 

B: 

H .!I.Jr: 

B: 

I{.!LJr: 

9 : 

H. !.! .Jr: 

B: 

H. U.Jr: 

5 : 

H .. ~.Jr : 

3 : 

H. !I. Jr: 

B: 

r. . !.! .Jr: 

B: 

H.ll.Jr: 

6 
- 6 -

Then you should be able to - to have the word i n 
time t or lunch with t he President. 

That would be most helpful. 

~low, I 1 11 eee what we can do about that here. 

See? 

Now, would you like me to tell you a little bit more 
about my discussi on, J•.l&t t hat t here were some odds 
nnd ends that have supplementary i nterest. 

Yes. Well tel l me everything - it's most necossnry . 
t:oot useful r ather. 

po i nt 
That i o t he oa1n /, but i n the course of our d i scussion , 
Phillips di d - he did a certain amount or thinking. 
out l oud. 

That' s e:;ood. 

I think mRy be of interest. In t he firs t place, be 
reali~ed immediatelY t he t t his action on our part 
would t end to make the dollar weaken. 

Yea. 

But he said that it wouldn ' t be at all a bad thing 
f or it to be weak against such pol1oi ee ad t he franc. 

Uh- huh. 

I Just t ake thee~ 
the way it happened. 

Pardon me? 

word pictures, much in . 

He also said tha t this action might be called removing 
onto of t he deflat i onary bt-a!<ee, but it might also be 
t l'rmed revising inflat i onary t houghts . 

Say t hat again. 

He al&? eatd that this action might be called removing 
one of tb~ dPflationa ry brakeo , but it might also be 
t er med rev1s1ng 1nflation~ry thoughts. 

J ust a minute . (aside)- rev1s1ng. All right. 
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B: 

H.!.!. Jr: 

B: 

fl. l t. Jr: 

B: 

I' . '!.Jr: 

B: 

H .:.: .Jr: 

B: 

H .::.sr: 

a: 

!-l . !c.Jr: 

9 : 

- 7 -

Revising. 

Yea. 

And he went on to mention that the cos t ot livtng 
was becoming a political ieaue in thit country, 

In Engla.nd? 

Yea . 

Yee. 

And even though thPt action would hP.ve no direct 
connection with the coot ot living, it might· be eo 
i nterpreted politically h~re. 

I see . 

If t her e 's AnY act1?n on t he ~art of cr~at Brita in. 

I aPe. 

To t hi e , I asked ".Vhet her t hP rate of i ncrease of 
unempl oyment ~r!is not c.lso becoming iln important 
pol1ticRl i ssue , 

Y eP . 

And whether the depreset?n psychology was not 
growing ::'lr.l!!~hato. 

:r . ·· Jr : Yes . 

B: 

l.! .lLJr : 

B: 

Phil~ips e~eo said, an~ he ueed t he personal 
pronoun. 

He v:hllt ? 

He us ed t he personal pronoun. 

:: . : · Jr: Yes. 

B: 

ii .:: .Jr: 

Which ! tho•.tghto was s i mply a mRtter of i nterest. 
He said, 1 ! hsve <oaken recently, t he only otep I 
coul~ , to b?lster psychology and implement the 
Van Zeeland re;,:>ort, by r emoving some of the 
obPt aclee through fore i gn blending. 

Yea. Jus t R minute, 

7 
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H.l!.Jr: 

B: 

H.I!.Jr: 

B: 

H. IJ.Jr: 

B: 

li :u. Jr: 

B: 

H.li.Jr: 

B: 

H .l!.Jr: 

B: 

H .l.!.Jr: 

B: 

H. U.Jr: 

B: 

H.U.Jr : 

B: 

- 8-

He went on to say, that -

Walt a minute - walt a minute, Herbert Fe1c didn 't 
get that. 

He went on to say -

Wa1t - hello. Walt a minut e. 
Feis wants you to repeat what 
Van zeeland report. 

Welt a minute. 
you said about the 

Right. Si r Phi lli ps said, "I have taKen recentlY, 
the onlY step I could t o bolster p sychology and 
implement t he Van Zeeland report, by removing some 
of t he obstacles through foreign l ending. • 

All right. 

But he went on t o say t hat unlike conditions in 
America . 

Unlllte. 

Unlike. 

Yes. 

Conditions 1n America, 1n Europe today the 
Int ernational political situat ion weo overahadowing 
all other considerati ono. 

Yes. 

All markets, in t his country, were at the moment, 
qui et. 

For the moment, qu1et1 

Quiet. 

Yes. 

Due mainlY to th.e shadow - and by the European and 
Far Eastern political -

Poli tical, what? 

Happenings . 

8 
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I me.k~ th~ee r emerke s i mply because they might 
bevc interesting compl1oat1~ns . 

They do . They do. · Ho., , what elee? 

That ' s all, sir. 

Nov-, v:hD.t di d he say? Di d you find out anything 
about E:nc;l1sh selling our li too:-te? 

I ~id , but I didn't find it out from h1m. I found 
it out fr~m eome of my sources l n t he olty . 

\'!el l, wht•t cUti you r•.nd out? !-'Allo . 

Wait a minut e. I d i dn 't - you ' •l better s t art over 
again . The t elephone v:as 1nter1•upte1.. 

R\e;ht. l!.Y· 1nc;uirie s in t ile city do not ind icate 
t hat th~se c~~ee , during t hP paet three 1aye , a re 
due to - to any 2ct1~n on thP pprt of 1nve~tore . 

v es . 

31lt. as the b!g l.ntur:mce oocpani es and i nves t ment 
f undB . 

Yes . 

And t hey are the r esult of th• action of O?er ktors . 

I eee . 

3ut ~.,o,souoh e.G , 101 th t he ae a rule, 

9 

it i s 1m:>osc1.ble t, o sel t i n Hew York, on a fold ing 
mprket , oerte l n op~rPtors , ~h >~er1~~ D.nd foreign, 
rre - hav• r ecently b• en ~ ~111~ through London at 
night , an~ buying back, through New y~rk, next 
m~rntng or GO . 

! see . 
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Increase in the figures regarding &alee from London. 

I see. Well that' a ..,ery 1no.e•·ea .-1ng. 

Yea, air . 

~ru .... erworth? 

I wish on that, if you have nny more, you ' d get us 
off a cable, so I might show it to t he SEC people. 

I beg your pardon, air? I couldn't hear that. 

I wish you 1 d g et us off a cRble about t he way t hey 1r e 
han<U ins t he sales of American securities, jus t the 
way you described it. 

I will indeed . 

Because I' d like ~o use - I'd like to show tbat to
the SEC people. 

All rtght, I'll do t hat, s ir. 

I mean if you - i f you had that. 

I Ju~t -

I'll do that and I shall g et in touch with you 
as soon a s I learn from Phillips, on Uonday, what 
t he answer is. 

llow Jus t a moment. Archie i s maki ng faces a t cc . 
Well, Jus t wait a minute. 

Right , air. 

Hello. 

Yea. 

I gathered that Sir Frederi ck felt that t his would 
b e helpful to the French franc. 

But he didn't put it quite i n that way. 

Yes. 

He - one of h i e r eactione, when he was thinking out 
loud, was that thi s - any action we took, that you 
outlined, would have a weakening effect on the dollBr. 
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H. L!.Jr: Yes. 

B: 

H. LI.Jr: 

B: 

H.L! Jr: 

ll: 

HX. Jr: 

B: 

H. Li.Jr: 

B: 

H. L!. Jr: 

Her bert. 
Feis : 

B: 

F: 

B: 

F: 

B: 

F: 

B: 

And that therefore, and 
and its relation to the franc, 
1t would tend to make funds go 

Well-

didn't find t hat, 
because be thought 
back. 

Thst ' s subetant1allY the way be put it. 

well, did be think any further as to - would that 
mean possiblY thet gold would leave America. 

He didn 't go into that, sir. 

He didn't go into that. 

No, I - I've given you about as much ae be expressed 
it. But - I was not trying to discuss it. SimplY 
gave it to h i m. I was trying to put up thi s 
proposition to hi.m. 

But you ga t hered he lilted the idea? 

I gRthered he was very much attracted to t he idea, yes. 

Good . Now, Just a minute, Herbert Feis wants to 
talk to you. 

!'falt.on. 

Yes, Herbert. 

Have you had any further word as to how they intend 
to proceed w1th t he '!l'n zeeland report? 

Not a thing. 

we haven ' t yet replied, either to their note here, 
or t o Le tth Ross• approach to you, but I think we 
will within -

Leith Roes said, "If you get an.vthi ng, whY come 
end see me, as we haven 't got anything.• 

I beg your pardon? 

Leith Roes ' approach to me was,"when you get anything 
from your people, come and see me.• 
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well , probably within a !ew daye . 

And we haven't gotten anything, eo that I have 
simply done like arer Rabbit, and laid low . 

12 

I! you have any thoughts - bearing on the question, 
why would you put the~ in a cable? 

I will Let me just say this. 

Certainly • 

Uy own personal idea is Leith Roes is the only 
in high places , who is peroonally at all 

hopeful, tha t is he - Leith Roes is hopeful. 
Now I think the view ia here , that it's a highly 
political document, tha~ it cannot be made to be 
a parade 1n 1 teel!, but it might be part o! another 
parade. You see ~hat I mean? 

I do. Well, as I say, p erhnps within a !ew days, 
we' !.1 g ive t hem their answer. Juet because i t 
seems to ue, too, a highly political document, 
t he Secretary has been letting things - de~1ne 
themse lves a little bit before replying. 

I unders t and . 

Now one other thi ng Walton. The newspapers carried 
a story t h is morni ng, tha t there's a Cabinet d1e
cuee1on on 1n r egard to making a loan to Italy. 

That' s bunk. 

Well, i! you see anythi ng -

Yes. 

Confirming 1t. 

Yes. 

I mean, not the C~b1net d1ecuesion necessarily. 

No. 

But the 1dea itself. 

Well, but what's happening here 1e , and I sent a cable 
ott about 1t, today. 
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Did you? 

Yes. There are rumors here ot a die9greem~nt 
wi thi n the Cabinet, as to procedura l poli cy in 
regard to Italy 1n p~1ou1ar, aua Germany in 
general. 

Uh- buh. 

I don 't thi nk there have been d1souss1~ne between 
Eden and Gr andi , and Eden and Chamberlain. Unt11 
~e hear I t hought ~bout t he same time exactly. 

Uh-huh. 

How thnt i s going to develop, no one really knows 
'\t the moment . 

Uh- huh . 

13 

l'ow t here is M Ite.lisn oomin~; herP, I think next 
~celt, to MPet ~tth t ho TrPrcu~. I haven 't hesr~ 
this from t he Treasury . I've g~tten i t trom somebody 
el:.e , and I am pl e.nninc - ! ' m lunoh1nc; •N\t h \7ale.v 
~n ~on~~. and I' ffi go i ne to that s ituation 
t.hrn . 

Goor\ . \'/hat you jus t eoy slr.1ost nece~esr1ly means 
thRt , .. e ' d h3ve to l eave t h"l b~tll in t he Er 1Ush 
hawi~ , ne fr.r as !!loving un-ier t l- e Van Zeelnnd 
rep~t. Y~u asree to tt.~tt ? 

I con't t h1nY. I qui t e underr tand . 

\Yell, 1~ t ho;>y !lad tho~e other bRlls 'l~ i nto the ·atr, 
we '" better let them ke ep thi s ball up i nto the s ir. 

Thfl.t ' t righ t . 

Right. All r1sht. Thonk you 7/Pl t on. 

trot a t all. 

Her e ' s t t.e Secret ary aga i n. 

Right . 

Yt>e, e1r. 
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Well I hope you can ge t. me 'before one o 'olook 
l:londa_y, see? 

I shall make every effort. t.o do so·, sir. 

And - unfortunately t.he newspaper men saw that we 
were oeet.ing here all day, yesterday, an~ t here's 
all k1nd of guesses 1n t.be paper as to what we 
were oee t1ng about. 

Yes, sir. 

So, - and t h ey were pretty close - they made some 
very good gu esses. 

Well, the people r eport. ,in LOndon, about. it., and 
I s ent ttat off, t hi s morning, to you for your 
record . 

Good . So , t~ quicker we get around t.o it., t h e 
bAtter . Bu~~~ir Frederick ' s earnest. request , 
t here ' s only one answer and t hat. is t hat. we 'be 
more t han pleesed t.o wait.. 

Ri~t . Thank you, sir. 

EY now I've learned about the honorable institution 
- t he British week end. All right. . 

You don 't mind if I 

I don 't t hink I 've learned ~ -
l earned my l eeson good t hough. 
Goodbye . 

Goodbye , s1r. 

I don ' t think I've 
All right.. 
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February 12, 1938 

The Secretary, after returning to his off i ce from 
the White House, sent for Mr. Bell and related the following 
to him: 

HM.Jr: He gave me all the time in the world on 
gold and then he said he wanted to do direct relief. I 
said , 'This is so terribly important I want you to repeat, 
word for word, what you said. I have c ot to get this thing 
straight , because you realize what you are eayi ng is terrifi
cally important. ' And he gave me Just how he wanted to 
handle it and he does not think we have the legal r i ght to 
do it and he want s it changed in the Bill . 

Yr. B~ll: I think so. It has 'Relief and Work 
Relief. ' 

HM,Jr: He does not think so. 

Ur. Bell: Oh, I guess not! When we put it in, they 
wen t and changed it and balled it up 4o that it applies now 
only to Resettlement . I beli eve that ' s what they d i d . 

H!J,Jr: 
to make tonight 
di d not want to 
we did not have 

I did not 1~ant to 
and he Jus t waited 
argue with hi m and 
the right. 

say, because h e hes a apeeoh 
until the last second and I 
he was qu ite definite that 

Mr. Bell: I ac not so sure that the country won ' t 
take it very well. 

ffi4,Jr: Dan, I did not want to argue. If he once 
star ts this thing and you see t he difference in the cost! 

(At this point , H!il,Jr spoke to Mr. Aubrey Williams 
on the phone and attached is record or their conversation. ) 

Mr. Bell: I believe that 
you will have to chang e the Act. 
!lde nce with • ..• 

if you are doing to do that, 
That might be done in con-

HM,Jr: Did you say ' confidence' or 'conference '? 

Mr. Bell: 
m1 ttee. 

In secret with Taylor and not in the Com-

HK,Jr: Well , we will t alk to him about ~t. I oa.n 

15 
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OperAtor : 

H.U.Jr: 

o: 
;: . !1. Jr: 

0 : 
Aubrey 
Will iams: 

H .: t.Jr: 

VI : 

E.::.Jr: 

P .11 Jr: 

W: 

?; . :! .Jl': 

W: 

'l . l!. Jr: 

Operator. 

February 12, 1938. 
ll:45 a . m. 

Mr. Aubrey Williams , please. 

Right. 

f!ello. 

i.lr. 11illiacs. 

He llo. 

Hello, Aubr ey ? 

Yes. 

Go c.head. 

_, 
I've Jvet left the President, and he naked me to 
get in touch w1th you end Bell, and give you this 
message. Hello? 

Yes. 

16 

And I want to impress upon you, t hat t h i s i s entirelY 
t he Pre sident of t he United StRtee , and comes to me 
ao much as a surpris e as it will to you, unless maybe 
you know about i t. Neither Bell nor I did. 
TM President said, "Tell Aubrey Williams t his. Let ' s 
t ake a city like Cleveland , where we are c?nvinced, 
froc our own infor mation, they do not have enough 
coney t o t ake care or t he need s!tuRtion. Let' e say 
tnat "hey had a thousand - one - twelve hundred 
people in need. W1111ame says, ' ~ith t he money 

I 
av~ilable t~o hundred and fifty million, he can t ake 
cere of one thousand p eople, which l eaves two hundred 
people , which ne1 t her t he Feder a l Government. , nor the 
city of Clevt> lru!d can to.ke care of, beceuoe they 
hRven ' t got ampl e funds . •" 

Yes . 

He oa1d , ' I then would want WllUIUlls, not to put a 
thouoand people at work , but to ~ut eight hundred 
pe?ple at work and put the other four hundred people 
on home relief.• 

Oh my God! 

~!o•·;, I vttmt you - and I said, "Now L!r. President, 
what you're telling me 1s terrificallY i~portant , 
please repeat 1t once more until I get it exactly 
right . • 
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- 2 -

So he r epea ted it exl\otl.y right. I said, "How 
do you want it handled?" He said , "Well, if 
Willi ama is satisfied that t he looal organir.ation 
i s all right, let t he loc~l organization handle 
it and l et hi m give them the money. If he 'a not 
satis fied with the local orgeni~tion, l et him 
set up h i s own.• He sai d , •That ' s unimport~,t. • 

But he sai d , "That ls t he way I want lt handled, 
and we haven '.t got the money - haven 't. got the 
legal right, I want lt put into this Bill, t hat 
you and ·:/illiams are goi ng up on the H1ll thio 
afternoon. 11 No1·1 be was very posit ive, and I 
want you to be a thousand per cent sure t hat this 
i s hi s i dea, and comes t o ce as a complet e sur;:~rise. 

Yes . 

I don ' t know where he eot it from, but those are 
hi s orders. 

Y E'G. 

Now Bell i s s itting here with me . Bell sai d t hat 
he doesn ' t think we have the l egl\1 r ight to do tha t. 

!?en I do, I think we have . . 

l'rell would you have your l awyer s c:-:amine it? 

Yes. Yes , I'll do th~t r 16ht away. 

Pardon me? 

I' ll do tha t right away. 

And I don 't know where it comes from, I didn't ask, 
but he Y~as very, very pos itive, that this wee what 
he want ed, in places where we were satisfied t hat 
t he communities didn 't have enough money t o t ake 
care or t he need. 

All right. 

See? 

I'll find out before we get up there whether we 've 
go t - it all depends on the Comptroller's interpretation. 

Well, i t there's any doubt about it , let' s get t he 
l egal right. Bell says he thinks that direct relief 
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can onlY be administered by Resettlement . 

Well that's what I thought too, but I talked 1t 
over with Gill last week, and Gill didn 't agree 
with me. He said ~hat he t hought we also could 
give direct r elief. 

Where do you sup,?ose he got this from? This idea. 

Who, the Presi dent? 

Yes . 

18 

Why , ! think t hnt the work of the Lions, and the 
United U1ne wor kers, out there a t Detroit, have been 
pushing it. 

H. l!.Jr: Yes. 

W: 

P . :.LJr: 

W: 

H. !I.Jr: 

1'1 : 

!! .l~ . Jr: 

"'· .. . 
!L !: .J r: 

H .l.!. Jr: 

1'1: 

! don't ~~ow. Young Taft, of course, has been 
puching. 

Well, aey•Ray, you - I've g iven you the message 
exactly the way he gav~ it to me. 

Yes. 

See? 

All right. 

All right Aubrey. 

And I'll - !'11 see you this af t ernoon . 

Yes, and- and if y ou want to talk to Bell, he ' s 
available. 

All T'ight. 

Thank you. 

Gooci.bye . 
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stay afterwards and you and Williams and I can talk to him. 

Mr. Bell: I think we ought to do it before the mating. 

HI& Jr: Th is thing, that you build up the morale by 
gi ving the ~ellow work, I believe you bui ld up a fellow ' s morale 
if you 9re9are hi m so he can Get a Job and hold it. That's 
cor ale , building character. Give him a trade and let him go 
out and get a Job and work at it so he has something , but giv
ing a fellow a Job tor 90 days, then letting hi m off, I can' t 
sse where it is any bett er than g iving him enough food and clothes 
especially because he hns to fake all this stuff, He gets two 
or three days from the Government and then g oes around and tries 
to get two or three days ' work. But I have never said it before 
because the President has been completely sold on it and if any
body said anything about it, he Just Jumped down his t hroat. 

Urs. Klotz: That was Ickes , wasn't it? 

HM,Jr: No. That's t he Pr esident himself. He would 
Just Jump down his throat. 

Mrs. Klotz: I thought originally it was Ickes . 

Ur. Bell: Hopkins , too . 

Hll,Jr: Oh, i t was Just like a red flag . 
Just Jump down hio t hroat . 

He would 

Ur . Bell: I am greatly surprised. 

phone: 
Hl.!,Jr: \fell, you heard 11hat Aubrey said over the 

I !Jy God!'. 

Mr . Bell: Of course , I t h ink there is a feeling through
out tne country that this WPA is a r acket . Of course, it takes 
care of a lot of people in need, but I think t here is a feeling 
ln the community that it is a racket and some people here in the 
Di strict have been on WPA for five years and made no attenpt to 
·et out. 

HU,Jr: Decent food and decent clothing. 
month per family ot say tnree7 

Ur. Bell: Gosn! I don ' t know. 

How much per 

HJ.! , Jr: Certainly $30, 00 will do it . 
"here they buy t he food wholesale. 

A dollar a day, 
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Urs . Klot~: I t hink so. 

llr. Bell : They di d do it. 

HM,Jr: They did i t for l ess than that . 

Mr. Bell: $27.00, I t hink. 

HJJ , J r: ~y fi gur e was $29. 00 . 

Mr . Bell: In the r ur a l sections t hey are doing it 
f or about 321.66. 

HM,J r : I a m not advoca ting i t. 
out orders . 

I am Just ca r r yi ng 

Do you (!.lr . Bell) want to hear something else i ntel'
esting7 Got a minute? Because t h is is e ooet hlng terribly 
i nterest i ng . 

• * * 
(The Secretary sent for l.!r. Haas and Mr . Gast on a nd 

they came l n. ) 

Hll , J r : Saw the Pres ident and explained t o him what 
thesituat i on was ln rP-gard to sterill~ed gol d and t he Brit i sh. 
He t~ought it was d istinctly worthwhi le wait i ng t o hear from 
them unt i l Monday , 

He s ai d , 'Have you hea r d about these people who f~el 
t hat with t~e gr owth of p opulat ion, the normal growth of pop
ulat i on , t ha t we have t o i ncrea s e t he amount of credit base, 
money in circulati on , f rom $4 bil lions t o $13 bi l lions a yea r? ' 
He s• i d , 1 I a m begi nning t o get i nt erest ed 1n t hat school of 
thought .' I said , ' \Vell , I heard about it for the first time 
rroon "al lace yest erday. 1 The Presi dent watched me and saw 
that 1t left a:e cold , and befor e you could s nap yo•.ll' fingers 
he swit ched and said , 'Well , I thi nk i t ie t i me t hat I sai d 
so~eth1ng about commodity prices and t he 1934 price l evel.' . 

I said , ' How you are talking!' I sa l d , ' You know, 
Mr . Pr esid ent , that t he day you made your stat ement on price'l 
on April 2nd , from that day on prices hit t he toboggan sl ide • . 
Then h e l aunched i nto a twenty-minute lect ure on what he said 
on April 2nd and t he way he was misunderst ood and, he said, ' I 
have r ead again what I sai d , ' and , he said, 1The papers com
pl etely misquoted me , Just the way t hey misquoted what I said 

2J . 
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aoout holding conpanies. ' 
thing. ' 

And , he said, 'I want to say some-

I said, ' While you are at i t , Mr. President, you 
ought to clarify in the mind of the public the difference 
between what you said and believed on April 2nd on prices 

(and , incidentally , he said I was right in what I said about 
it at thAt time) and what you said about monopoly prices.' 
I said , ' You Just have not got t hat over. ' And, I said, 
1If you could say somethi ng tlbout t hi s right after we do 
sonething on gold, I think it would be most hel~ful . ' He 
said, ' Get socething ready for me. ' 

I was sur9rised to see how strongly he felt on this 
and how much he realized t hat t he people were core or less 
bl am1nb what he said on April 2nd for the drop in prices. 

It will be most helpful i f he will do it, because 
noboey knows ~1at the President meant , and i t 's all confused 
Just what he wants . Now,if he could come out and say , Yes, 
I want thi s gentle rise in commodity prices, all right . He 
went so fast from t his st uff that somebody is giving hi m about 
credit base to prices, i t almost soared me, but when he was 
talking aoout commodity prices and will back us up, it will be 
wonderful. 

Now, George , t his is your oarticular field. Bell 
"as hPre on .rother matter, but I wanted him to hear this . 
So burn a little midnight oil. If you could have sor.ething 
I could s now him Lionday noon, it would be very interesti ng. 

(Bel l , Gaston and Haas le ft.) 

* * * 
The President has a frie nd by t he name of Arthur Murray 

wno uoed to be t he secretary to Sir Edward Grey and he has been 
in correspondence with hi m and in this correspondence the ques t ion 
came up , How did t he Ger mans ~et the impression, back in 1914, 
tha t t.te English would not fi ght? And Mr. Murray has written 
the President a letter saying t hat at that time Sir John Simon 
told the German Ambassador to Eng land that he had counted noses 
in the British Parliament and t hat only about t hree or four 
:ne r~bers were in favor of coming to the assistance of Franoe 
in case Germany attacked. 

As a result of this conversation between Sir J ohn 
Simon and t h e German Ambassador to England, which was of cour se 
1m~ediately reported back, within three or four days Germany 
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struck. The President wanted me to have this inl'ormation so 
t hat I could be guided aooord1 ngly in DIY negotiations with Sir 
John Si mon. 

22 
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Present : 

February 12 , 1938 

10 : 30 a . m. 

Ur. Aubrey Will i ams 
Hr. Eme r son Ross 
Mr. Bell 
Mr. Gast on 
!.Irs. Klotz 

H}! ,Jr: I ~ould like to have you present when I 
appear t his a fternoon. Thsy mi ght ask me s ooethlng and 
try to drive a ~ecge . If you are there , I would s i mply eay , 
' Well , now , Ur . Williams can answer t hat .' 

!llr. Willi e.ms: That ' s r i ght. Mr. Taylor t hought 
i nasmuch as Woodrum \'ISS not there yesterday , i t mi ght be 
Jus t as well for u s to be t r.ere anyway, because IVoodrum mi ght 
want t o ask us some questi ons . 

HM ,Jr: Because I have seen t hat happen before as 
to-- t hey a re goi r.g to give us t ne money , but if they can 
make a little polit ics out of the suf fering of these human 
oe1ngs , t hat does not bother them at all . 

I have r.o prepared speech . I am s i mply going up 
and listen to you. You people have the information that 
:!".e s 1 tua t1on is shockinf; and " e have got to have the money . 
That ' s cl.l t here is to it . 

And I thought I would stress t he terri ble conditi on 
of t he States i n handl i ng di rec t relief, and t hat by tak ing 
this many people of f i t makes it that ouch ea sier and th e 
Sta tee are doing about all that t h ey can do. 

Mr . Williams: I think t hat w1ll be ver y good . 

H!ll ,Jr: See? And as I get i t , th~re are about 1! 
millions on direct rel1 ef . Is that right ? 

Mr. Rose : 1 ,800 ,000. 

HM,Jr : That ' s t he sort of thing I can tur n to you 
and say about 1 ,800 ,000. And, f ur t her more , the most r ecent 
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information from Illinois was particularly bad in Chicago. 

l.lr. Williams : Tha t 1 s right. That's all right. 

ffi~.Jr : And that this is the situation. Why did 
I chang e? That we waited until the very last minute and 
we d i d not want to ask for t he money until we needed it. 

Ur. Williams: That' a right . 

HM ,Jr: And, furthermore , t hat the Admi nistration, 
worki ng as a whole, made an effor t to make the money last 
until the s1t•.~ation was so critical t hat we just had to !lave 
more money and that we did not want to ask Congress !or the 
money u ntil we knew we desoerately needed it. We could have 
been crying 1 Wolf! Wolf! 1 , b u t we did not "ant to cry 1 Wolf ! 1 

and we waited until we rea lly needed it and our hands were 
t ied •1i t h t he Wood rum amendment and therefore we Just had to 
have it . 

l.lr . Bell: I wouldn ' t say our hands are tied by the 
Woodrum e:nendment. 

I think 
wi t hout 

Mr . Williams: 
vte a re Just as 
t he Deficiency 

No. I don ' t t hink we need to say that. 
much duty bound t o apportion this money 
Aot. 

HM ,Jr : That \?OUld irritate Woodrum? 

Ur. Bell : I t h ink it would. Yea. 

wr . Williams : As a matter o r fact , we have scheduled 
this t nir.g on that basi s nnd were prepared t o g o along on it 
until t his avalanche hit us . That' s the story. 

HM J r : What I get is -- Why did I chan~e from week 
t o week? Aecause conditions chan~ed and we d id not want t o 
cry 'Wolf!'. -

Hr . Williams: I explained that to them yesterday 
in detail and said the people were being taken care of out 
t here on the basis of our givinB t hem an over-top and put 
all t he people that came to you on , and t hen there came a 
day when we had to put a top on and that was the time we 
came to you a nd t hat was in between that time. And Cannon 
and Taylor said t !lc.t was a perfectly good explanation and 
one that Tabor could not make anything out of. Tabor is 
saying, 'Why , all of a sudden, are you running in and asking 
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for ~250 ,000,000. It ' s poor politics. Have a cons ressi onal 
~lection on. And so fort h . And that's what he's -- one 
tr~n~ he ' s trying to do ; the second t h i ng is to sho~ r.e vio
lated t he Woodrum amend~~nt . 

Hlt ,Jr: Well, that ' s where Dan comes in. 

nr. Bell: My l etter was v ery clenr on that. 

ltr. '.Ulliams : It was . And I ouoted it. And 
Wi~~lesworth kept d riving a t theo , tr¥1nf, to show that the 
tr~n~ t hey are talki ng a bout i s that ~375,000,000 in the 
first qusrte~ and if we really had in~ended to keep the spi rit 
o f the a mend:nent r.e 170Uld have gotten down to at least 
~300 , 000 , 000 and saved more for t he ·~:inter. !Jy explana tion 
of t t.at was :t.at we s i mply oc•1ld not, i n common decency, cut 
those ro l ls any f aster t han .,e d id and t i".a t Ne had everY 
reason to expect t hat employment t ha t was at t hat time growing 
anu "IBS i ncr easing would cont1nue . We had 15 to 18 months ' of 
i ncrease in employ:nent a nd had every rea son to believe it would 
go on in t he winte r months . Anyway , t ha t was my expla nation. 

HlJ ,Jr : I t l>~nk we are all right . 

Where is this room? 

llr . \71111ams : Second floor . 

llr . Bell : Re~;ular Aporopr1at1on room. 

~r. Willia~s : Resular aonropriation , House Appropri
a tion r o om. 

Hl.: ,Jr: I 11111 P:o directly from t h e House. 

l:r. Williams: At three o ' clock. 

!!r . Bell : I will ;:-o from here . 

Hhi , J r : Herbert, do you want to pick me up at 2 : 30 
and you come along 1• i th me? 

!!r, Gaston: Fine. 
to your house, 

All right. But I can come down 

HIJ , Jr: No . I will send a car for you. 

~lr . Gaston : Thank you. 

oOo- cOo 
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H.U.Jr: 

Operator: 

H .!J.Jr: 
Herbert 
Fe15: 

H. U.Jr : 

F: 

H . !1.Jr: 

F: 

H .lt.Jr: 

F: 

!i '! J r: 

F: 

H.U.Jr: 

F: 

H. LI .Jr: 

F: 

H . l.l. Jr: 

F: 

H .u Jr: 

F: 

H. U Jr: 

F: 

Hello. 

Dr . Fels. 

Herbert ? 

Yes, s l r. 

0:> ahead. 

February 12 , 1938. 
11: 47 a.m. 

I had a chance t o talk to t he President, what 
happened to Fish Armstrong. 

Yes , sir. 

And I ... as abl e to give him an angle. 

I beg your pardon. 

I was able to give him an angle which he hadn't. had 
on 1 t before. 

Yes . 

He thinks very highly of him. 

Yes. 

And, I would say t.he~e ' s ' a very good chance. 

Well that's swell. 

And I think there's a very good chance. 

I didn't want to spoil it by doing over much. The 
one thing that hacn't. yet come through is Wagner. 
Apparently , some one's been ill, or llios Perkins 
has been av:ay or Bome t.hlng. 

Uh-huh. 

That. - your guess ia that. would help, not hurt i t, 
isn ' t it.? 

Oh, that would help. 

Wagner r.ould help? 

Ob, yea. 

That's f airly certain , ia it? 
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H.U.Jr: 

F: 

li. l.t .Jr: 

r: 

H.LI.Jr: 

H. J: Jr: 

F: 

H.l.f.Jr: 

F: 

H.M.Jr: 

F: 

H.:.! Jr: 

F: 
H. U.Jr: 

F: 

H .J.[.Jr: 

F: 

H.!!. Jr: 

F: 

Oh, definitely. 

All right. 

Definitely. 

All right, now -

- 2 -

Definite. I don 't think it would be very hard to 
push a I gathered the thing is still wi de open, 
and he thinks very highly of him. 

\Vell that's- you di d get an adequate chance to give 
him the various -

Not adequate, but enough to register very distinctly. 
Not adequate, but enough. 

Well, that's - well, if I can get Welles again to 
push the thing, and - and Wagner. 

Yes. Now -

I'm extremely obliged to you. 

\'!ell -

The more - the more I think it over Henry, the more 
important it i s, as I wrote someone last n~ht , I 
thought t hat i f this country goes Nazi, the queeti on 
of who we've got over there is going to make a 
terrible difference in determining what happens to 
the poor devils that come under the rod. You see? 

I understand. 

And - Thank you very much, Henry. 

One other thing. 

Yes . 

If you know anything about this fellow Paul Wein -
Paul VI-E-I-N-P-A-L. 

I don ' t get the name. 

Paul Weinpal - W-E-I-N 

You mean up in -
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H.U.Jr: 

F': 

H. LI .Jr: 

F': 

H.Lt.Jr: 

F': 

HlU.Jr: 

F': 

H.!!.Jr: 

F: 

H.U.Jr : 

F': 

iLL! Jr: 

F: 

fol1sh EDbaasy. 

Pol1sh7 

Yes . 

I }f:now him, but -

28 
- ~ -

We 11 I mean i s - is he t he ki nd of fellow who we 
could i nvite t o our house, if we wanted to? 

Oh sure. 

He is. 

Yes. You'll be getting the tYPical man about town. 

Well I ~~in~a~·he's perfectly respectable. 

Oh ~erfectly respectable. 
onP of these fellows that 
in all directions. 

Yes. 

I dereeey - I mean he ' s 
keep their reelers out 

But he's perfectlY respectable. 

Thank you. 

Right. 
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:PrepaHd lrJ 11r. Dagg1 t 

P.m.-.4 1>71 Uiee 
llr. INJ'PhT • ur. o•DOnnell, 

{ . White, M4 ur. ~·· 

J'ebrual'1 12, 19;,&. 

MEXOIWIDU¥ J'OR 

THE SECRETARY OJ' THE T~SURI 

Will 70U let me haTe 

1011et.h1ng lUte t.h11 ,brought 

up-to-date , the end ot t.h11 

aonthf 

F. D. R. 
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TREASURY DEPARTMENT 

ouo January 2it, 

•o Secretary Morgenthau I I )I . '7 

.) ~ 

" 
~. ,. 

roow Mr. Haa~~ 
Subject: The BUsiness Situation. 

Summary. \...:. 
, 

While business activity during January has so tar shown 
but a slow i~rovement trom t he low levels reached at the end 
ot December, a rising trend ot retail sales is an encouraging 
t actor in the business outlook. Indications so tar give no 
evidence t hat the FRB index ot industrial production tor 
January will d1tter from the December index ot g4 (revised) , 

The Current Situation, 

The New York Times business index tor the week ending 
January 15 stands at g2 , 0, as compared with the low point ot 
7g, 3 reached two weeks before, and With a level close to 85 
held tor tive weeks previously, The entire year-end decline 
has not yet been regained, despite a strong recovery in steel 
operations and cotton mill activity, largely because ot con
tinued low levels ot automobile production, carload1ngs, and 
lumber production, on a seasonally- adjusted basis, 

Retail Sales. 

The movement of goods into consumption , as indicated by 
the trend of retail sales, has made a more favorable showing 
this month than it did during December, and continues to be 
one of the most encouraging features of the business situation. 

While department s tore sales during December, in dollar 
values, were 2 per cent lower t han in the previous year, the 
sales for the first half of January were a~out 1 per cent 
higher than in the corresponding period of last year. In 
terms of physical volume, the December sales ar& believed to 
have been about equal to those in the previous year, since 
prices were slightly lower. Further price declines during 
January have still further i mproved t he comparison in terms 
ot physical volume, making the sales tor the first two weeks 
probably about 4 per cent higher than last year, 
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/ Variett store sales , in dollar volumea aeaaonally- a¢Justed, recovered s rong!y during December to a level appreciably higher than in the previous year. The December index or 110. 5 comparee with 101. 0 in November and with 106. 0 in December 1936. 
Rural retail sales , in doll ar volumes seasonally-adJusted, also turned upward noti ceably during December, though remaining slightly below the pr evious year ' s volume . The December index of 127. 5 co~ares with 11g. 5 in November and with 131. 0 in December 1936. 

The continued heavy movement or goods into consucption arises from the fact t hat the national income , as estimated monthly by the Department or Agri cult ure , has shown a relatively small decline despi te the sharp setback 1n industrial activity. In t his respect the business recession differs markedly from that in the tall or 1929, When national income tell off coincident with the decline in business activity, and compares more nearly with the situation in the summer of 192~ , when a ebarp setback in industrial production was acco~anied by no more than a slight decline in national income. 
Reoorts or marked reductions in invent ories or retailers 

~nd whol esalers , with actual shortages in some lines , as a result of t~e conti nued heavy movement or goods into consumption, suggest that a buying movement in consumers ' goods is likely to occur during the spring . Buyers in the textile market have anticipated such a development by unseasonal purc~sing in heavy volume during December and January. Not i ceable i~rovement is also under way in the shoe i ndustry and in the woolen and worsted industry, 1Vhich has already been reflected in emoloyment and nayrolle during December. The same influence s which are affecting retail sales, and consumer goods buying in genera l, should tend to maintain the l evel or automobile buying during the spring . 

The steel situation. 
St eel production during the current week has increased to 29. g per cent or capacity, representi ng the third successive increase since the last week ot December, when a low of 19. 2 per cent was reached. This week ' s increase raises the steel or oduction rate to the equivalent level or new orders , according to our est imates. An average of 2g per cent or capacity during January will be required to maintain the FRB adJusted s teel nroduction index at the December level. 

The demand for steel products so tar during January has oroved disappointi ng, in that no real i mprovement in demand has occurred since t he holidays. The rise in producti on during the past several weeks is attributed partly to the 
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tilling of previous orders dated for shipment a.tter January 1 . 
Our confidential reports from the U. 8. Steel Corporation show 
no 1nd1oat1on of an i moroving demand so tar , although new orders 
are being maintained at about the same rate as during December. 

A better sentiment 1n the steel industry has resulted 
from the release of orders by the Buick Uotor Company tor a 
substantial tonnage ot steel , sufficient to take care of manu
f acturing needs through t he first quarter. Heretofore all 
automobile companies had been buying only tor immediate needs, 
generally on a week-to-week basts . It 1s felt 1n the trade 
that the steel industry for the time being will be closely 
geared to orders from the auto manufacturers, since little is 
exoected from the construction i ndustry or from the railroads 
during t he next few months. Reports of a slight clearing in 
the used car si tuation since the first of the month has contrib
uted to a better feeling in the automobile industry. 

The textile situation. 

Heavy sales ot textiles have continued through the past 
week, With new orders tor cotton yarn during the week reported 
ns the largest in six months . The high level of retail sales 
has contributed to the larger volume of textile buying , and 
orought a more optimistic feeling throughout the industry. 
Domestic cotton consumpti on during December, while declining 
by slightly more t han the usual seasonal amount, was higher 
than exoected 1n the ·trade . The increased sales of cotton 
goods Will orobably not be reflected immedia tely in mill 
aot1v1ty, since mills are still sell ing from inventories. 
The report of the tlew York Cotton Exchange this week, however, 
mentions for the first time that mills Whose stocks have been 
a~'reciably reduced are increasing operations. The report 
summarizes the situation by saying that "although unsold stocks 
at mil ls are understood to be now rel~tively light and un
tilled orders have increased, it is yet doubtful that orders 
are greater than stocks, and manufacturers went more forward 
business before they can be certain of a healthy pos1t1on for 
expansion of output . • 

Cotton e~orts have picked up again, and are now about 
4<>7 ,000 bales ahead of last season, w1 th the first half of 
the season not yet comuleted. An i mportant factor in the 
increased export demand, despite Japan' s decreased takings , 
is the low level ot prloes for American cotton. Our cotton 
ls not onl y low in absolute pr1oes, but 1s probably at a record 
low ln relation to pt•1oes for forei gn cott ons . 
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Commodity Prices , 

Prices of sensitive commodities have sagged somewhat from 
the hi ghs reached about t he lOth of January, with cop:per and 
hides showing most noticeable weakness . A reducti on in cop~er 
prices by :primary producers, who had for some time been hold
ing their asking prices above the gener al market level, was 
an unfavorable market factor . A recent reduction i n demand 
for finished leather is reported to have weakened hi de :prices . 
The BLS index of prices tor 30 sensitive commodi t i es remains 
above the December level, while the decli ne in the Dow-Jones 
futures index has carried it back to its December l evel, 

The devel o:pment of drought condi t i one in the Middle West 
has recently had some effect on wheat prices, During the last 
four months of 1937, when moisture is nornmlly st ored in the 
ground to su:pply winter and spring cr ops, the amount of pre
ci~itation in Iowa was only 56 per cent of normal and in Sout h 
Dakota 5!J. per cent. I t r anged between 65 and 67 per cent of 
normal in Kansas , Nebraska, Uissouri and lUnnesota, A drought 
mi ght beco~e an unfavorable business f actor in the f al l of 
193g, though its effect in stimulating price rises for agri
cultural products would be an offsetting factor . 

Our studies of oroduction trends in relation t o basic 
demand indicate that- the situations in the oetroleum and 
lumber indust r i es are l i kely to have a retarding effect on 
business activi ty over the next several months. The uroduc
t i on of crude petroleum, which has a weight of 5.0 per cent 
i n the FRB index, ha s for some months been running at a level 
substantially higher t ha n consumption, As a result , the 
domestic stocks of gasoline on January 15 had increased to a 
level that could normally be eJ>:pected at the end of March, 
when the peak i s usual l y rea ched. Inventories of other 
petroleum oroduc t s have shown corresponding increases. Pro
duct i on curtailment measures recentl y initiated seem likely 
to be continued for some time in order to reduce stocks to 
near normal , 

Lumber :producti on, which has a weight of g, o in the FRB 
index, has likewise been running for some months at a higher 
rate than consumption, according to our estimates, Despite 
a decline ln lumber prices during 1937, which should tend to 
stimul ate demand, residential construction has continued at 
a level apparently too low to reduce lumber inventories . A 
decl ining rather than a rising trend i n lumber production 
s eems likel y over the next several months unless a substanti al 
i mprovement in residentia l construction occurs. 

3.~ 

Regraded Unclassified



- 5 -

The BLS index ot taotor y emplorent during December 
(unadJusted) deoli~ed to a level 9. pointe lower than in 
December ot the prevtoue year. The Deoe•ber index ot 88.5 
represents a severe drop from the index ot 9~.7 in November. 
Parrolle were l~.J pointe lower than in December 19J6. The 
payroll index or 80.9 in December comparee with 89.5 in 
November, and with 95.2 in December 19J6. 

The FRB production index tor January, aooording to 
Dr. Goldenweieer ot the Federal Reserve Board, on the baeie 
ot data available tor the tiret halt ot the month, eeeme 
likely to be no different !rom the December index, whioh hae 
been revised upward to 8~. 

-. , . 
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Sccrcttlry of State, 

Washington . 

126, February 12, 2 p .m. 

GRAY 

London 

Dated February 12, 1938 

Rec ' d 10:55 a .m. 

FOR TREASURY F'ROIJ OOTTERWORTH 

ThE followinG rcoort from Washington was circulated 

on t he ticker herE this morning : "A series of secret con

ferences hEld by government fiscal officials during thE 

past twenty four hours has revived speculation regarding 

a possiblE revision or the government's financial policies . 

Tl't:J.aury officials remain uncommunicative on thE subjEct, 

oomc denying that they were present at thE conference . 

Conjecture is generally centered in thE prospect of a 

large scalE finance program to provide funds for renewed 

35 

administration ' pump priming' activities, i.c.1 sp£cial 

measures dEsigned to stimulate employment or relieve dis 

tress . Some observers arc of opinion tha t therE is a possi

bility that Treasury will rElEasE a large portion of gold 

from its inactive fund to financE gpvcrnmcnt expenditures . 

ThErE is also speculation as to thE possibility that new 

funds may be sought in the public money market for thE in-

" creased needs of relief and recovery. 

JOHNSON 
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Secretary of Statt , 

Washington. 

12? , FEbruary 12, 4 p . m. 

PLAIN 

London 

Dated FEbruary 12 , 1938 

Rtc 1d 11 : 35 a . m. 

FOR THE SECRETARY OF TRC:ASURY FROM BU'l'l'ERWORTH. 

With rEftrEnct to your qutr y respecting the salts 

from London in thE lint York stock mark Et during t hE 

past few days my inquirhs in t hE Ci t y indi catE t hat thE 

SElling is not now duE to any changE of mind on thE part 

of British invEst Ers i n gtntral and t he insurancE 

compani Es and i nvestmEnt trusts in parti cular but is duE 

slmost entirely to thE act i on of stock exchangE operators , 

b~ ~ A~Erican and foreign , who find i t advantagEous, 

particularly i n thE matttr of short salts , to operatE in 

London a s wEll ns N'Ew York. 

Vlhnt procEEds may bE dtscr ib Ed roughly as f ollows: 

(1) Short s Elling in Ntw York bEing limitEd (a) by 

thE condi t ion that thE sEllEr may not rEpEat not EngagE 

in a short salE bElow rEptat bElow thE last notEd 

quotat i on; and (b) by the fact that dElivery of thE 

stock sold must takE pli\C E on thE day followi ng thE salt, 

thE 
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the London mar ket 1s fr equentl y us ed (a nd apparently c a n 

bt suooeo;sfulJ y u s ed owi n g to its d iff erent t echniqu E) 

for thes e op er at i ons . 

(2) '.~ith the premisE tha t a speculator or an 

operator mus t a lways tak e a vi ew a nd a ccEpt a hazard, 

oo~~ ibly i nvolvi ng l oss ( by which it i s under stood t hat 

the for eg oi n g a r c not repent not a r bi t rage tra nsa ctions , 

tl imultan Eou :Jly clos ed '7i t h 'l nEt profit mar g i n) t his 

s £Ems to b£ the m::mncr o f i t : in London all s ccuri t1 £8 

( Exc Ep t g1lt - cdgcn) i n c l ucti ng thE l ead ing New York 

stock s nr c d mlt i n "for the a c count" ( t h E a ver age 

account i s exactl y t wo weeks ; four timEs o. yEar t here i s 

~ threE weeks ' a ccoun t) thus the shor t seller in London, 

'hEt~ er d ea ling in AmErican or London stocks , ha s two 

17£LI.:s or lEss f o r t he conti ngency - - fall i n pr i ce --

on ••hich h E i s rEckon i ng, to eventuat e -- a facility 

deb:tr r Ed t o him in Ne1·1 Yor k . In addition , on very 

short oper a tions , but on n f all i ng ma rke t which of 

n ecEs s i ty pr ecludEs his s Elling short in New York, h e 

C"-n sEll in London in th e morning (London time ) and if 

the t r end i s dovmwnrd covEr in the l a te aft ernoon or 

Ev eni ng in Nc·.-. York . Fur t hErmorE h e a lso has the 

a dvnn t c;;c , the Ne~: York lhr k ct havi ng ris rn thnt s ame 

a ft ernoon , 
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FEbr uary 12, 4 p. m., from London. 

~ftErn0on , of d Ef Err i ng thE covEring purcha sE for t wo 

"IEElts or '.1 f r acti on t h ErEof dEpmdin~ on thE tErminat i on 

datE of thE ~ccount . 

ThE upshot sEEms to bE that an operator or 

speculator following t his procedure can recrEate and 

in fact impr ove upon the prEvi ous faci l i t i es availablE 

to him for short sElling in Ntll York. In othEr words 

thE rEctnt SEC impositions stEm to bt driving -- thus 

f ar on '-' modtro.t t sco.lt -- short selling to London 

whErE inci dEntally the trndi tionnl proc t dur E of buying 

and selli ng for a fortntghtly account al r eady offers 

dEfinitE advantagEs and thE operator thus has t h e 

cdv~ntngE of thE facilit i es of a steadi er markEt geared 

t nto n m~rkEt which is noted for thE rapi dity of its 

m,.,. Er.tEn!:s . 

\ 
JOHNSON 

KLP 
' 
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TREASURY DEPARTMENT 

INftR om ea COMM UN ICATION 

,.~,... 

...... . I I 1ro8 

TO Secretary Vorgentbau 

Herman Oliphant 
17 

?'~..Ayt ...... z; 
...... 

Trip, President of Netherle.ncla Central Bank, !fl'ote a letter 

to Harrison of the !lew York Federal, r&ieing the following questions• 

1 . Since the Tripartite Declaration 1118,}' be tenainated 

at any tille, would New York Federal assist Rather

lands Bank 1n (a} eellin& to us lletherle.nds' ear

!118l"ked gold; or (b) tran3Cerrinc earmarks or such 

gold to another central bank? 

2. Will gold esrmarked for Netherlands Bank be tree 

for export anywhere in times of war and peace? 

Knoke forwarded to us a copy or these inquiries and a proposed 

reply, o.ncl asked for our saggestione. ll'e are wor ld.ng with T~lor, 

Lochhead and Knoke on the proposed r eply. 
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Ri:. GOLD t.!OV~ February 14, 1938. 
9:30 a . m. 

Present: 

d . 'J. Jr : 

Gas t on: 

H . .... . Jr : 

Gt.ston: 

li . 'E . Jr: 

Lochhe:•d : 

Ol1.)hrnt : 

H· ..! . Jr: 

Gust.:>n: 

i!. :.i . Jr: 

ltr . Taylor 
. ~Jr . Oliphant 

1lrs Klotz 
11r . Bell 
Mr . Upham 
Mr . ~-rnite 

Mr . Haas 
r.lr . Lochhe&d 
:.ir . Gaston 
!lr . Viner 

No 11, gentlemen. 

~ell, I 1 ve got it pretty nee r a pproved by everybody . 

J.lrs . Klo t z a nd I can' t ~ait for man;; of you much 
longer, can we? Bow• s t h i s? '.'.'hat? 

The only difference now is this sentence here 
included by Mr. Oliph&nt a nd llr . Op;>e r ; a nd Mr. 
Lochhead wants t he t sente nce out, a nd I left 1 t out 
in the fina l draft. 

':fel l , I wish you nadn 1 t told me who wants 11ha t . I ' ve 
got to decid e stric t l y on a non- par tisa n basis . You 
mea n to S lY this is Archie ~gainst the legal s t aff? 
God, Archie , I d i dn1 t itno.; you had tha t much courage . 

On, we •ve been up aga inst t hem before. We fight a 
good friendly •• • 

Fight the good fight. 

In the first pltce , you say "For I mmedi a te Rele6se . r 
You ·;a.nt that? 

Well , I t hink 1 t could b e immedi a te i f •tte release it 
a t t he time of the press conference . 

i1ell, tnu t v;oulu put it on the air tonight, which 
would give the .hmericans u bre&k aga i ns t the 
~nglish oper&tors t omorrow. Tha t ' s all right . 

110n December 22, 1936, the Secre t 2r)' of the Treosury 
s t ated t ha t , ai' t t: r conferring .<ith the Board of 
Gove~nors of the Federul Reserve System, he proposed 
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to take appropria t e a c tion with r espect t o net 
addit ional acquisitions or r eleas es of gold by 
the Treasury Department wnenever it was deemed 
advisable a nd in the public inter est to do so . 

"In ;,Jursuance of thot policy , the Secr et ary of 
the Treasury , afte r conferring with t he Board of 
Governors of the ~·ederal Reserve System, today 
announces th11 t gold acquired by the mints and 
assay of fices after January 1, 1938, wi ll be 
included ln the Inactive Gol d Account only to 
the extent t hat s uch a C<!Uisitions in aey one . 
4uarter exceed ~lJJ,JJJ, OJO . No change is being 
made in tne procedure wnereby any gol d r eleased 
by tne mints t na a ssuy offices is taken f r om t he 
I nactive Gold Account . 

11 The p~licy so Lnnounced is, in conformity wi t h 
past practices in this field , subject to change 
wit hout not i ce . " 

Way do you put the "only" where 1t is? I meon 
we ' d get everybody on their ear; if' we ' d s ey "will 
only be i ncluded in" - "will only be" 

It's "only to the extent," I think. 

"Only to the extent," yes . 

~oell , us f~; r as I •m conct:trned , it ' s a ll right. 
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Don ' t :tmow ·vhether or not :tou ~Yant t lu> t l ast sentence. 

~he last sentence says "without notice." 

No -,uestion of l a 1v involvea . ;.;erely a policy . 

The policy is sub Jec t to change without no t ice . 

nrcuie, I guess , h&u some feeling t aa t it ' s unnecess11ry . 

I t hink it ends it up .vith a little weak tone; it 
has a no t e of indeci sion . Now, I feel t ha t we 
have absolutely got our power to 

I Just gla nced over it . I think it's all right . 

:;ell, do more than that, will you? 

Thls says the same t hing as t hat . It seems to me 
you cnange your policy whenever you want to aey 11ay . 

It seems you d on't need tb~ t last sentence. 
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Well, i s it i llega l i f we don 't say this? 

Perfectly l egal every way . 

Well, what I 1 ve been trying to do - the r eason I 1ve 
taken so much time on this is tha t this is something 
which - it is awf ully i mporta nt how it is r eceived . 
I t hink that 75 percent of it is psychologi cal 
reaction that.we get . I t hink that that ' s kind 
of adding a little bit of insul t to injury . 

To injury . 

I think so. 

I think so t oo . 

You think so? 

•ihat I did was to follow our pr evious forms. 

You wouldn't be •••• 

No indeed . 

••• t oo unhapvy l f we left it out . 

Perfectly happy. 

I t nink Ar . Oliphant 

Said ".>ursuunt t o t ao general policy .• 

Li sten, Archi e , my f ather s ai d , "17ben you've won 
your case, stop a rguing . " 

It 1 s a grand ol d rule, too . 

I told t ha t to Henry 1'/allace . He came over here all 
primed . I s ai d , "You• ve got your 25 and 5. " He 
s a i d , "Can't I give you all the stuff? I'm all 
prepared ." I seid, •Henry, what's t he use? I mvy 
change your mind ." He said, "\"/ell, all right, it 1 s 
hard, but I'll ~uit.• 
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(Viner comes in) 

Hello 
1
_ Jake . Now the newspapers have got a story: 

•Dr . Viner Joined The ~sterious Conference ." 

Oh, I've ~lready t alked to the newspapermen. 
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Now, Jake, wha t I ' m doing is this . We ' ll go rieht 
ahead , and then after the meeting, I think you should 
go in ~nd have a talk with Taylor while I ' m listening 
to Eccles . He'll bring you up to date. Because we 
got what I t hink i s two important things on the fire . r•a be most pleased, after you have absorbed it, to 
ge t your r eaction. 

Now, one o ther thing. This is extra ext r a confidentil'l. 
If we do this thing this afternoon, the Presi dent wants 
t o clar i fy his statement of hpril 2 on commodity prices, 
plus his s t atement on monopoly prices, and he c sked me 
to pr epare somet hing f or him. Now, who ' s got tha t? 

George ha s it ready . 

Thanks . 

" \':e tluve bt:en observi~ the course of business and 
of prices very closely . We are impressed by the fact 
tha t the trend of sensit~ve prices a nd of business 
ac tivity which turned dOI\'II sharply l6st fall has 
tended to level off since December. The time seems 
propitious to place our monetary and credit structure 
on a more expansive basis . The action t aken yesterday 
with respect t o the gold s t erilization program is a 
move in tha t di r ection. 

"I do not wish to exus&era te the importance of this 
step nor of any other monetary measure which may be 
teken. ~ all unders t and that monetary and credit 
measure57tn themselves not sufficient t o bring about 
our ultime te objectives , yet tnere are times when they 
may be of first rank importance not only in their 
rel~ tion to business ac tivity but in their influence 
on price trends. 

"When I say price trends I do riot wish to be misun
derstood . Some comments r have made on t he price 
structure have been confused IVith some earlier com
ments I made wi tb r egard t o price trends . When I 
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speak of price trends I have in mind the general level 
of competitive prices . I do not r efer t o e ll of the 
prices that go t o make up the price structure . I am 
specifi cally not r eferring to the prices of a number 
of commodities which to e considerable degree ere 
determined by price fixing pol ici es of certain groups, 
and whi ch during 11 n upturn in business rise too 
quickly and too f a r, end during the downt urn f all too 
s l owly, if a t all . These privately controlled prices 
are i nsensitive to monet ary and credit deve lopments, 
f nd actual l y constitut e a n obstacle to recovery. 

"It is the fle~ ible portion of the price structure 
Nhich we expect v. ill r espond in due time to expansive 
measures undertaken, and by respondi ng assist recovery . • 

Now, this i s very l ovely . I think I know what you 
mean, but it is Just absolutely useless. I mean you 
don ' t mind - I'm under such pressure, I can't use 
pr e tty words . Bu t i t ' s bbsolutel y useless . 

Now let me gi ve i t to you once more , see? I mean 
t he great trouble i s , you f ellows a re being too 
car eful . You r efine the thing so it says nothing. 

•:,'ell , yes. nell , that ' s .•.• 

What the President is groping for, if it i s possible -
ei ther g ive it to him or say i t aoesn1 t exist - is 
t wo kinds of clu:r~s , one v.-i th the so-ca lled sensi tive 
prices end one v.~th the insensitive prices, and name 
the::~ - I mean this thing which you call " privately 
controllea," you see? I mean if you can separ a te 
t hose things, i f you cun sepa rate the price of steel 
and the price of cement from the price of corn and 
cotton, a nd so forth and so on •••. But what be ' s 
gr oping for - in the fir s t place, l ook a t what be 
saia hpri l 2, look Ht wba t be said on his monopoly 
prices , see, which I beli eve was written, if gossip 
was correct, by Jackson end Cohen, a s I understand . 
Don • t know whether you (Oliphant) know anything to 
the contrary. 

I think you're r ight . 

And give the Presi dent these t wo cherts, and run it 
back, if possible, as f ar as - f ar back as necessary; 
or, if t hey don't show t he story and they a r e not 
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correct, don't give him anything. But this i sn 't -
t his i s useless . 

4S 

Get in trouble, Mr. Secr etary , on r eferring to April :2 . 
Tha t sta t ement i s 11 sound sta tement ; it r econciles his 
previous sta tements . 

I didn ' t say 1t wusn• t, George; I didn't say it wasn•t. 
But in the first place you ' ve got to sell me ond you've 
got t o g ive me something which , knowing l.!r . Roosevelt, 
I can sell him . I can ' t sell him this t hing . 

There 1 a ~ :~ t. in there, ~great deal in there . 

I ' m not suying there~i~S~U~I~;~· ~n~4~'~ic•is nothing that be 
Nill us e, knowing the man . I mean he jtr.K iiOn' t use 
tha" kina of stuff . 

,, ell , I 1m just iipprehensi ve, Mr . Secr etary, i f he 
goes on into the d eta1ls - i t 1 s {. very difficult 
thing to t &lK about without the danger of creating 
more dif ficulty . 

t.xcuse me . Dan, I wante:i you on the gold . You 1 re 
more tnan welcome to lis ten on this , if you want 
to . 

Very difficul t t ning to t~lk about ;·1 ithout taking 
the cnance of getting into more t rouble t han he ' s 
in now . On April 2 , or "llenever tlu>t s t a t ement 1\as , 
ue c entioned co;>pcr prices, you see , and tney are 
not - t hey br t to some extent, but they fluctuate 
over e .,., iae engle, & wide degree . \'i e hs ve a chart, 
but thty 1r e - we h11ve to take some criteria of 
cla ssifying th~ prices . You can't prove tha t they ' re 
~11 control led, Mr . Secret&ry, and all that . I ' m 
just - I 1a like to get J ake ' s view on tha t . 

ilo;·, , a ft e r dl, Oliphant bel1ev£s in this thing 100 
percent . Now, he can tu!k to you about it. He 
cerries tl>is next to his heart , see? I mean he 
&l·.v!ly s goes to b&d with it, f or f ear thr. t somebocly 
,;ill c&ll him in the middle of the night and he 
hasn1 t got it. 

1/ell , it ' s included in that st& t ecent, !•ll:. Secretary . 
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I mean that's only s lightly e xaggera ted , lsn1 t i t? 

No , I should say t hat was a conserva tive st~ tement . 

Must h~<ve got it out of your s l1op . Now, Mr . Gast on 
takes this so- called price monopoly chnrt.; e ives it 
to Mr . Arthur Kr ock, who writes about 1 t and says , 
"This is the ,..hilosoplv the President i s acting on,n 
Judge rloseruu .. n reuds i t ~nd says, "?.ly God, has the 
President got a price philosophy? Let me have i t so 
I can put it in my book . " Now they 've gone that f ar • 

• Vent a little farther . G11 ve a l ot of details to 
Caarley l!ugbes - •rites tne business column of the 

"'l'imes .. 

I saw the wuole list . 

~iscusses it evtry week . 

He 1 s got all that. 

1111 r ight . Well, if they 're building up that this 
is wha t he thinks , now l et the Pr esident z;t l east 
t oke a lo~k ~t i t. 

I 1o say if you go any further on t hct, there ore a 
nuober of things you ought to do . I've been l ooking 
~t t hct, <na there are~ number of prices in the 
;1or st group tar t eren • t reasom:ble. 

.?ors t gr oup? 

Yes . 

i7ha t do you cell the Horst gr oup? 

The most rigid grou)l . t.nd t hey ought to make a 
selec tion . Ther e ~re a number of items t here that 
have changed drostlcally in quality, but nominal 
prices r emain the ~ume ; und those ought to be taken 
out . I mean make the group - give t hem the benefit 
of every doubt . Then there are other commoc.lities 
like certain tools; if you remember, there was quite 
a s prinKling of tools. I 've been inquiring ubout 
t hose, and t hose ar e branded tools which have f ixed 
prices that don 't change, but t hey r epr esent a very 

*Sunc:~ey ::" .. l: .:>r.t Times 
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small fraction of the output of t hose f actories 
which quote the prices . 

The wor s t prices in the system a r e t he prices over 
which the GovernDent has influence. And if you 
put those in, you see the Government 's own policy -
I mean directly and indirect ly - the worst chart 
you ' d get is the chart of r a ilway freight r a t es . 

\'/ell , t he point is this , J ake . I can't ... 

See? I mean that i s part of the difficulty . If 
the Government had had t. clear policy OVt! r the past 
ten years and been operating on it •• • But if this 
is going to be - a nd I would agr ee with Oliphant 
that this is a vital a nd proper direction to go, 
but 1~ the Government goes in s imply trying to 
make political capital out of the parts of the 
price structure tha t are in the hands of i t s 
enemies, and disregar~s the parts that are in its 
ol\n ht-nd:. a nu t lwt have operated even worse, then 
I 1a say lt just leaas to a useless controversy and 
it ' s going to do harm r ather t han good . 

All r ight . Let me Just lay a program down for you 
people . First place, only t akes me 60 seconds to 
tell you (Viner) what ~e have had . hfLer a week 's 
work, 1.e hf ve so:nething which is quite different 
tnan what I told you; I me&n the progra.m as it 
s t ands today is that we are proposing duri ng ony 
one ..,u~.<rter t o deposit with the Federal Reserve 
up to $100, 000, 000 in a ny three months tha t comes 
in, that we a cquire - gola . Any gold tha t goes 
out, it goes out of the sterilization fund . Is 
tha t too brief? Is th&t boiling 1t down too ••• 

No, I get it. 

llhst? 

I get it. 

Now, 1-h&t was put up t o the English on Sa turdsy. 
We asked t hem would t hey do something similar or 
would they give it a nice pa t on the back . Sir 
Freder ick Phillips sa id he liked it tremendously; 
everybody was away , but he et,rnestly re~tuested that 
I wa it until Monday . So I waited until today . I 
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hope to do it at four o 1 clock this afternoon . 

{/e really had some c.ble people in here. We had 
?/alter Stewart and Bob .'iarren and Rietler sit in 
on this thing, and t hey all are really quite - I'd 
say rather understating - I t hink they ' re quite 
happy about i t . 

kfter you have listened, I'd like to have your 
views, frankly, on the discussion, although the 
thing is pretty well jelled . 

Now, in di scussing this thing with the President, 
be feels - his pness conference is tomorrow after-
noon - this gives him s '"onderful chance to clarity 
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his position on prices, because, much to my surprise, 
he was very cognizsnt of the fact that his April 2 
statement, which he hhs read two or three times over, 
wss completely twisted, snd that his statement on 
monopolies was also twisted . So he'd like to use this 
as an opportunity, and he asked me t o pr~pare something 
for him. And he'd like to practically devote his whole · 
press conference to it. 

Now, either I want t o say, "This is something I 
believe in and I am satisfied in, " which I am not 
in this statement, or, "Please, Mr. President, wait 
until Friday, until we can have more time." And I 
think he is in that mood tha t if I ask him to wait, 
he would. 

And I t hink that on this thing - I think that Lubin 
ought to sit in on this thing, because this thing 
is hooking up prices to unemployment. That's the 
whole thing. It is the GUestion of prices and 
unemployment. And I think Lubin should sit in on 
this thing. 

But if between now and tomorrow noon we can't get 
something, then I say I'd r a ther do nothing. But 
this - as I get the so-called - these charts - it 
is a question of prices and unemployment . Now, 
1f we can't get something, why, I'd rather say 
nothing. I mean the President bas got to make a 
statement, but if we can't be ready for him Tuesday 
we should wait for the other press conference, 
wnich comes when - Friday morning. 

Friday morning . 
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We •ll oo it then. But I ' d get Lubin in on this 
thing. .knd there • s nothing more importont . The 
wnole thine .ve 1 re trying to do, Jake - ell I ' m 
trying to do is, I •m hopeful t ha t this cay s top 
tne do·.vn>ll rd s pir&l . I wt.nt you t o get t h i s 
d irec t. I'm hopeful, furtner more - what t his 
country needs now is to give the Presioent e 
brea t hin& spell so he cnn think. See, he needs 
t he brenthing s pell and he needs it very bed . 
! ' Ill hopeful t ni s will give him the breathing 
spell , und the press ure on him will let up so 
ne oun l et up for 3J days , think this thing over. 
That ' s Lll I ' m trying to t.ccomplish, see? I ' m 
not luyln5 any grea t s t r ess , but I am simply 
nopeful t ha t out of t nis, especia lly if the 
.c.n5lilsh .• H L bs ck us up - &nu I s&w & little 
stu tem~nt by Nettleton of Lonuon this morning 
in Gtlich n .. says. toe British coJDJDociity pict.ure 
has leveled off and i s t echnic&l l y in a very good 
posi tion . Now, i t a ll oepends on wha t \Ve do . 
r;hich I thought wa s very intt! r esting. But their 
tecllnic~xl commodity positi on W! .S excellent. 1'hey 
htl ve complet ely .... 

i.!ay I lU!• ke one r em&rk, llr . Secr et ary? 

Plet.se . 

Tha t thi~ st&tement is not much, g iven to the 

43 

pr ess ; iL doesn't uppecr t o be much, it i s no t 
spectacular . But I t hink th&t on a c ar eful exumina
t i on it i~ the sort of t hing tha t conta ins some very 
effective sta tements which will give rise to jus t the 
kind of di s cussion, just the kind of impressi on tha t 
you want - may be mooified , but I mean this type 
r llther th£n the approach which I suspect you have in 
tllind . This will bear ext mina \.ion and will be the 
s ubject of a l ot ol' editoria ls, end there will be 
a constant r eturn t o t hi s as a cllirifi ca tion of his 
price policy :rhich he can stand on. 

I 1 c not arguing cbout the 
I 1 ~ just &rguing with you 
I meLn it leLves me cold . 
Harry . 

merits of the 
£bout the way 

I can ' t sell 

s t a t ement. 
i t' s set up . 
it to him, 

I think t ha t anything t hat might not leave you cold 
woula be t he sort of thing t ha t couldn' t s t ond 
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an ant lys i s , becuuse you ha ve to a vo i d t hat kind 
of specttcul a r st&tement, which sound s a~ful good 
but hls go t ten people in troubl e . However, I ' m 
merely pass ing •••• 

co 

'ih~<t ' s your - it's important a nd I ' m el&d to get it. 
I still say, Gf: got E. new br a in came to to·.vn th i s 
.,e ek; let him ta.te & look at it &.lld let him s ee wha t 
we 've got . hna I ' d r ~ ther say nothing t hen not be 
satisfied t ha t I am giving something to the President 
wllich he v. ill a ccept . 

I aon•t me~n to imply that this is perfec t, or 
a nything of tha t sort. 

I'm not u rguing ~bout lt; but the point is, I cen 1 t 
sell tm> t to the Pr esicent. Now, it's 

You might a fte r you sit with us , afte r you get t he 
buckground . 

Give me this s t atement on gold . 

(G>oston hunds s t bt em.,nt t o Secret~ ry) 

.. ell now, Just so tha t ;)<OU get the timing on this 
t t.ing, I won ' t be <.ble t o t alk col!lllloa i ty prices with 
) O~ people ~g~in until tomorrow morning. I might 
Just : s \\Ell s&y no;• I Ron' t see Jones . 

Ju:. t ,.ut Jones over. 

{iell, you ccn t ell him . Put Jone s ovEr t o Wednesday. 

i.nd I 111 tell you now thu t I can't t a lk commodity 
vrices - I c a n t vl k to you a bout it age in lO : JJ 
tomorrOI\ . See, you got 24 hours on 1 t . Bu t I went 
,:lictures , I .vant charts . I w~:nt something tha t the 
President c a n have o n his desk - a chart. He ' s 
cowrt-minded, just the ~ay I am. 

:le 1ll bive it t o bim . 

Now ge t this str a ight. Don ' t- i t ought n ' t to be 
necess&ry, but in order to a nswer Har ry - I don 1 t 
want onything t ha t you f e llo•s don' t b elie ve in; 
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but, on t he other hand , you• re g iving me something 
I can't sell. 

Well, we ' ll try . 

tmd you've go t to s t vrt Nith - for me to s ell it, 
you ' ve got t o s t art .v l th t chart and put i t down 
on his Jesk end soy , •·No.v, here ' s a n expl anation." 
l::!ut }'~u • ve got t o st:.rt wi th a chart, t.nd tha t ' s 
the way I 1 ve got to :; t ort .~ i th the President . 

l.ntl vu ' ve got to go r t r enough beck in this price 
structure to sho 1 - no''', lf you .vant to ge t somebody 
from~ulture so you can g e t tile purcha sing group 
<LIO do ~:le Citrrts, tnC purchasing po~;er Of the 
f:-r'!ler, ::h:; t :lis ~oll1 r wi ll buy . I metm to hove an 
:..; r-ic ...l t.Jrr>l ;m e 1-S well. You don ' t- know whnt I 
me:.n? Tney r-un tha t . 

Oh-huil . Tht.t 1 s" J)roblr:ta ~nvolveo . Cost of living 
is vnother one . 

•·ell, that ' s the thlng tha t Sir Frederick Phillips -
:1e s d d t ht t the co.st of living one is an i mportant 
one . I noVI think we ought to have - he said , "I t is 
a .,.uestion w!le the r .ve c!Jn do anything , bec&use of the 
cost o f livin6 being such <. str ong politica l issue 
in LD6l&nd . '1 ::o., , ,;h;m you get this t hing, tller e i s 
n:> thing in th~:~re &bout the cost of living . 

He <.vo i d eo tnh t bt:ca.use o f tha t . 

' e a i scussea it . 

:.ell - but tne r e a r t! too m;.ny blind spots in tha t, 
t.n~:~r r: are too mtt ny • • • I w&nt the Department of 
hgriculture cha rt , th~ one th~t they have run over 
t :tere right s tr~J ight c l o ng . 

You mean their sci ssors chor t . 

Yes . 

',',hat the f· rmo~r p1-ys, .vilr t he gets . 

I .7ant to s ee tm t. . I .;ant that . I want everything, 
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Haas: 

Viner : 

H . I! . Jr: 

'/.'hi t e : 

H.!i .Jr: 

Haas: 

H. IA . Jr: 

Bell: 

H. U.Jr: 

Bell: 
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Jake, tha t I can get - I mean so if we say this, 
tha t Agriculture doesn't come out and say , •Oh 
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my God." Now, I t old Agriculture, just to be 
cautious, what we ' re doing nbout gold. 'llallece 
says, "Fine, swell, I ca n go right along with 
it.• Kr. Hull sAys, "Fine.• In other *ords , 
everybody ' s been told , so tha t the Administra tion -
a nything th~t comes will be out of this thing. Now, 
we don ' t want t he President to say something on 
prices, t hen have Agriculture come along anu say, 
"This is terrible, this distorts fur ther the 
position of the farmer." 

I don 1 t think they'll say that. 

No, t heir prices •. • 

"heir prices would be the sensitive . 

No. All right. I•ve s ai d enough. But I mean you1 ve 
got to go much further to sell me; because I want t o 
kno:t from Mr . Lubin ' s angle a nd Mr . Ezekiel 1 s a ngle, 
does this look good, wha t we• re trying to put in the 
mouth of the President? And I think I ' d get somebody -
who does their price s tructure? 

Bean, I t h i nk, mostly. 

Louie Bean. 

BeEn, I guess - Bureau of Agricultural Economics. 

Well, whoever it is, l et him sit i n on this . 

And Lubin, huh? 

And Lubin. Let them sit in on this t h i ng. It is 
t oo i mportant. 

Now Ur. Eccles . 

Uay I ask a question on this gold? 

Yes. 

~oes it include all gold? For ins t ance, we have 
about five million dollars a mont h r edemption of 
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H.H.Jr: 

Lochhe&d: 

H • ..: . Jr: 

-14-

n&tional bE.nk notes . We still have Ebout $25 , 0JO, OOO 
in e~rmarked gold for those notes . We also have some 
gold in the General Fund t ha t we ha ve put there since 
January 1 , set aside for t hose notes . Does tha t 
mean tha t He put that into the System? 

Wha t do you (Lochheud) think? 

•lell, I don ' t think that re&lly when you started in 
the first place - tha t you r eelly w&n ted t he t tied 
up . This gives a good ch~nce to untie tha t. I 
thin.< it give s E. goou chance t o g et away from tha t. 

I t hinE- I ' d put every ounce o f gold I c ould lay =Y 
h6nds on into tne System, up to a hundred million 
ooll &rs. 
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we have been observing the course of bua1neaa and of pric .. .,.ry 

olosely. VIe are illlpreased by the tact that the trend of aenaiti.,. 

prices and of buaineaa activity llhich turned down sharply last fall 

haa tended to level ott since December. The time seems propitioua to 

place our monetary and credit stnlcture on a llOre expansive baaie. The 

action taken yesterda¥ with respect to the gold sterilization program 

is a move in that direction, 

I do not wish to exaggerate the importance or this stop nor or any 

other monetary meo.aure which 11J8<f be t aken, We all understand that 

monetary and credit ~~eaaures are in thet18elvea not sufficient to brin& 

about our ultimate objectives, yet there are times when they wq be 

of first rank importance not o~ in their relation to business actinty 

but in their influence on price trende , 

When I s~ price trende I do not wish to be mi.sunelerstood. Some 

comments I have made on tho price structure have been contused with 

soae earlier corcenta I made with regard to price tf!!od§ • When I apeak 

of price trend! I have in .:1nd the general level of c0111petitive prices. 

5~ 

I do not refer to all of the prices that go to make up the price structure, 

I am specifically not referring to the prices of a number or commoditiea 

which to a considerabl e degree are determined by price fiJdJlg po.U.ciea 

of certain groups, and llhicb during an upturn in buainesa riae too 

quickly and too far, and duriJlg the downturn tall too al.cnrl.y, it at 

all , These privately cootroJ.l.ed prices are in.aenaitive to monetary 

and credit developments, and actually constitute an obstacle to reoovery, 

It 1a the flexible portion of tha price structure llhich we expect 

w1.ll respond in due time to expansive meuurea undertaken, and by 

responcli.ng aaaiat recovery. 
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W E W 0 R A N D 0 Y 

February 14, 19J8. 

Re: Gold move . 

From 6:00 to 7:25 yes terday Mr . Taylor wa s at my 
house and explained to me various conversations he had 
had in the last t wo days with Mr. Eccles, pursuant to Yr . 
bccles ' coming to see me a t 10 o 1 clock this morning . 

Eccles called on me a t 10 o 'clock. His suggestion 
was tha t if a hundred :nillion dollars of gold does not come 
in during any quarter, we make up the difference . 

I told h1:n, "Do you feel very strongly on this?" 

Be saia , "No ." 

So I said, •Well, I don't like this suggestion for 
t,fo rea sons. First , we ha ve a ll agreed on wha t the program 
should be . And second , what you are suggesting is tha t we 
go b~ck t o an artificially rigid program, and t hat is what 
I am trying to a void . And i f I understand wha t the rest 
of the world wants, that i s wha t they are trying to have 
us ovoid , ami they want us to permit the normal flow of 
gold ln a nd out of Am€rica to have the nor mal effects . Now, 
wha t you are suggesting is that we say tha t artificially a 
hundr ed ::tillion dolla rs of gold e uch quarter should be 
added . And t hat woul d , in JIIY opinion, spoil the effective
ness of what we ar e suggesting." 

He didn1 t press it very bard . Be let t hat r est. 

Then~ . ~ccles ga ve me a copy of a statement which 
he proposes to read from i f and when we have a press con
fer ence on this subject. (Wa rked "A") 

He again sa i a that he wa sn't very enthusiastic about 
this thing , and c ouldn 't we wait JO days until we had a 
whole program and go forwuru with everything at the same 
t i me . I told him tha t I didn't think that 'llll iting JO days 
would help the matter a bit, but tha t it was most important 
tha t we do s omething now in order to give the President a 
chance to t hink clear l ) and t ake the pressure off him. And 
I felt confident that if the President did have some of the 
pr essure eas ed, he would find a solution to the pr esent-day 
problems . 

B.:L. Jr. 
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H.U Jr: 

B; 

H. !.t.J r : 

9 : 

!! . !I .Jr: 
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r: . :!.Jr: 

B: 

H L! .Jr; 

B: 

!l.;: Jr: 

B: 

H. IJ..Jr: 

8 : 

H. I.LJr: 

B: 

H.l!.Jr: 

B: 

H. !l.Jr: 

February 14, 1Q38. 
10: 46 a.m. 

Well, I wanted to chat !!rat a minute about the 
me.rket. 

Go ahead. 
O'ller 

Now, 1t we.s talked/ toward t he end or the week. 

Yes. 

And our reeling here 1G that i t's a good thing to 
keep 1t damped down, keep 1t !rom running ahead too 
fast. 

Ye s. 

we want t o avoid what we had last year. 

Yes. 

And I think it would be helpful Henry to be able to 
sell a te~ ot your maturities, a few of your bonds , 
that you've given - s ent an order on. 

Well - 1e i t strong today? 

It' s about t h e same ae Fr1day' o closing. 

Yee . 

But I think we'll get some chances. 
to do 1t very carefully an1. onl.y do 
a reel invectment demand , you knoTr. 

Now I propose 
i t when we get 

Yes. Well you know Governor ~arr!eon was down here 
Fri day. 

Yes. 

Well, until we can make a decision on what be wao 
down here on, I - I want t o keep out of the market. 

That 's all right. 
1t looked -

I Just wanted to tell you bow 

And I'd like you to oall me up each ~v. th1e week, 
until we do make a dec1e1on. 

All right. 

How's that? 

ca 
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H.U.Jr: 

B: 

H.!.l Jr: 

B: 

H l l.Jr: 

B: 

;: . l!.Jr: 

B: 

H .li.Jr: 

B: 

H.H.Jr: 

9 : 

H . !1 Jr: 

9 : 

;: .U.Jr: 

9 : 

H .!! .Jr: 

- 2-

That's - t hat's first rate, Penry. 

Yes. Call me up eaoh day until we do 1111\ke a 
decision. 

Yes. Now, Henry, I thought- you know I'm leaving 
on Thursday tor Jacksonville tor a while. 

Yes. 

I thought before I left I would send you a little 
memo . 

Good. 

About how Treasury financing looks. 

Yes. 

From~ - Just at thie time. Just kind of a little 
canter. Would tha t be helpful? 

It's very helpful . 

All right, sir. 
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And call me up each day until ~e do make a decioion. 

Yes. 

Please. 

All right. 

Thank you. 

V i3ry good, Henry. 

Goodbye . 
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H.I! .Jr: 

Oper ator: 

H . !!.Jr: 
Gordon 
Rentschl er: 

H.U. Jr: 

R: 

H.U.Jr: 

H.!!. Jr: 

R: 

H .I.I.Jr: 

R: 

H. U.Jr: 

R: 

P .:! Jr: 

P: 

H.U.Jr: 

R: 

H. !I.Jr: 

R: 

I! .U J r : 

Go ahee.d. 

All right. Go ahead. 

Hello. 

Hello t here, good morning. 

Good morning t o you . 

February 14, 1938. 
l O: o5 a . m. 

I wae thinki ng about t his party, I think you're on 
the right tre.ok. 

Tha11-lt you. - - ---
The onlY thing that's ~;ed t o me since 1s that 
once started -

What's that? 
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I say t he onlY thing that' s occurred to me since ie 
once started on this -

Yee . 

Nobody ought to l et you turn back. 

Uh- lluh. 

Don't let those f ellows influenoeyou to turn back, and 
- on t he t heory t ha t I believe t hat 1f we got a ll or 
this deeter111zed gold out of the way -

Yes . 

And the billa are i s sued before they're redeemed. 

Yee . 

We ' d be infinitelY better ott than if we had them 
in our S~ctem right no~t. 

I see. 

And once v;e get lltart ed on that program, I t hink 
t hat' s oonetruot1ve t o keep going to the end. 

Uh-hub. 
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H. !.! .Jr: 

R: 

ll.U .Jr: 

R: 

H. !.! Jr: 

R: 

H. :I .Jr: 
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H.U.Jr : 

R: 
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P. . tL Jr: 

R: 

H. !A. Jr: 

R: 

H.li .Jr: 

R: 

- 2 -

Now I suppose there'll be nothing done on th1e tor 
a week or eo. 

\fell oordon I can ' t answer that. 

No , don' t answer me on that. That's fine. 

I can't. 
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Now t he next th1ng 1&. On the new money, I'm go1ng 
to leave a - I 1m go1ng to leave probably 17edneoday 
or T'nursday. 

Yez . 

And thl e 1& too early to talk about your market 
financing, 1sn•t 1t7 

That 's r1gbt. 

But I'm go1ng to ask Leo to be 1n touch w1th you 
and I w111 be 1n touch w1th h1m by telephone , and 
I'll call back to you, 1t you want me to. 

Leo ':tho? 

Well, Leo - Leo 

Oh, yes, yes. 

You know h1m, t hat I've had down r.1th me. 

Oh, yes , I - I -

I - I've got h1m watch ing the market. 

Good. 

And he'll be pretty closely 1n touch with 1t, and 
t hen if there's any reaeon, to get in touch w1th each 
other, I'll give you a ring, or you - when you ' re 
ready. 

Where will you be? 

I'll be down at- 1n Cuba or1glnall,Y. 

On, yes. 

And then I'll be back up, I'm going to stop and 
see my brother at and then end up at 
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H: 

". :· .Jr: 
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P .:1 Jr : 
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Cood. 

I'll probably be there - oh I 111 be out of town, 
~r~bebly t~o weeks, or meybe a little bit lons~r. 

O.K. 

All depenC.s on whether the 
settlement gets cleaned upac to whether 
and how long it will t ake afterwards . 

I see. 

Dutch 
I go there 

Now there's nothing else that we ought to talk 
about, is ther e? 

!lo. 

Soce time though- I know t hat you're not missing 
t he thousntvery clearly that none of tbeee things 
are going to do any good unless -::e get sorae of t he 
other thineG etraighten~d out. 

\'le - We 're in complete accor:J. on that. 

I know we are. I felt that all t he time. I eup::>O&e 
that t hose thing& are moving, aren't they? 

They are moving jus t ae fast as they can. 

!f there's anything t~at I can do to be helpful on 
lt, why don 't beRitate t? let me know. 

l'lhen you coce back I 1 11 tal:t t') yo·~ about, there 1 & 

a COU:Jle -

In the ceenti~e , t here's ~omettlng just 
f or you, a~ you and I would talk. 

Yes . 

I th1nA we're mAking a little progress with some of 
t hese fellows on t he ides -

Hello. 

'lello. 

?ello, I'm cut off. 
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H.li.Jr: 

R: 

H.!.! Jr: 

R: 

H .t4.Jr: 

R: 

H.l.!.Jr: 

R: 

- . -
Oh, I 'm s orry. Get them r ight back . 

Hello. 

Hello. They cut us ott. 

Yes. 

I Just wanted you to keep 1n the back ot your 
conso1ousnesa t hat t here was a chance to do 
some cooperation 1f th~ right things were done. 

What. Whet do -

I think that's h1gh1Y important at t his time. 

Well, what - what do you mean7 
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Well I think if these fellows in business had a 
feeling that they were going to be some real help from 
down ~here. 

H.!l.J r : Yes. 

R: 

H.U .Jr: 

R: 

H .t.I.Jr : 

R: 

H.U.Jr: 

R: 

I!.U.Jr: 

R: 

H.U.Jr: 

You 'd get a tr.emendou o amount ot cooperation from 
them, because they're Jus t as much battled about 
the way this thing broke down as the Admini stration 
evidentlY must be. 

~ell now, when you get back we'll have another talk. 

Yea. 

And mean -

All right. Fi ne . The things aren' t -
Ge~ all ot these t h i ngs in mind. 

Right. 

We've got a great deal ot time to wait, don ' t you 
know? 

Yea, but t hat was - I thought- didn ' t you 11ke the 
meeti ng Friday? 

Did what? 

Didn ' t you 11ke t he meeting Fri day . 
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R: 
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Oh very much. I thought t hat was er.tremely well 
done, and I want to congrAtulate you ror the way 
you handled it . 

Well, thank you. 

Because I think you had very defin ite opposition 
t here when you started. 

Yee , I think so. 

And I th i nk you did it awfully well. Those fellows 
have got to find come way to Eave their races, 
t.hey s ent. down. 

That's right.. 

You and I can say tha t to each ot.her. 

But I think t.hat was very adroitly handled and I'm 
sure you're go i ng exactly in the right direct.ion. 
I was delighted to tee walter Stewart and \'/alter 
Riefler t ake the posi t ion they d i d. 

Yes. 

But I like t he fellow White 
of.)'Our men? 

W'nit.e? 

Yes . 

Yes. 

there. Is he one 

That. fellow t a lked pretty clearly. 

Yes . That' s right. 

If he and Haas , tog ether with Riefler and Taylor 
all have t.heir heads on their shoulders . 

That•e right. 

So I - I t hink it was a good meeting. 

All right.. 
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H.U Jr: 

- & -

All right fellow. Good luok to you. 

Thank you. 
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H.l.I.Jr: Hello. 

eut terworth:Good afternoon, air. 

H .u.Jr: 

B: 

!l.ll.Jr: 

Hello Butterworth. 

Good arternoon, sir. 

Good arternoon . 

February 14, lQ~8 . 
11:58 a . m. 

B: I have Just talked with Phillips and Waley -

H.I.I. Jr: Jus t ~ minute. Hello. 

D: ·• ' ' Hell o. 

H.U.Jr: Go ahead. 

B: ! have Jus t t al ked with Phillips and Wa~y. 

H.U .Jr: Yee. 
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B: \Vho, in giving me the Chancellor o! the Exchequer's 
r eply. 

H.U.Jr: Yea. 

B: Said that a meeting was held this morning. 

!l .U Jr: That what? 

B: That ~ meeting was held t h i s morning. 

H.U Jr: Yes. 

B: To d ieouaa the whole problem. 

H .~.Jr : Yee. 

B: That the situations in the United States and 
Great Britain were i n their opinion not comparable . 

H.U.Jr: Yea. 

B: That the only t wo deflationary foroee which have 
operated in thi s country were the gold scar e and 
Chamberlain's National Defense contribution out, 
both o! which have been obliterated by subsequent 
events, 
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B: 
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H. 'i. Jr; 

B: 

H. l.I .Jr: 
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Yes. 

The Chancellor, therefore , has stated that he could 
not think or any active step of a new and stri king 
character which could usefully be taken 1n thi s 
country to act as a parallel to our proposal; 
and that any action he might take would of necessity 
be going,turther than merely removing anything in 
the nature of a brake•on business progress auch as 
real or supposed detlationery tendencies. 

Yes . 

In t his connection, mention wns made of the recent 
modification of the r estriction on foreign lending. 

Yea. 

And t he tact ttat the addition of gold to t ee Bank 
of Englan~ ie not t he normal or most convenient 
method of e~~andine the credit bP.se here . 

Yes. 

Such expanc 1on would in general be made against 
securities purchased by the Bank of England. 

Yes. 

And the credit ba se was in t act very high at t he 
prePent time through such operations . 

YPS. 

However, Sir John Simon had stated that he is very 
r eady to make public hie sympathy with your aims . 

Yes. 

And he offers, i f this 1s thought to be helpful, to 
arrange tor a Parl1acent ary answer to that effect, 
and to c:1£e 1t clear that. your action 1s fully 1n 
line with t he general policy pursued under past 
and yreeent conditions here. 

Yes . 

Of maintaining a pro?crlY expanded credit base. 

Fi no. 
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And ~~t ~his still remal~s the poli cy o~ the 
British G?vernmcnt. 

Fine . 

Now that i & the MSwer. 

Novr Juat to make sur!:. 

Yes . 

I - you're reading from a piece of paper aren't 
you? 

Yes, I am . 

Well, sup;Joalne :.rou reP.d il. off to :11e onct> more. 

v ':::; , s1r. 

Ju~l. ~o •~a:<e sure that I have it . 

l!OI'I then I wllllt. ~o add Just. one thing core. 

?lease. 

!low Jufi t - spea;clng off the record and priva t ely. 

Yes. 

V/al ey and ?hillips eRid tht> ~ the trend of t he d11:l
cues1on, at. 1.hc ccet1ng. 

Yes. 

Revealed that there rras t nc q•.1eries i n the o1nd& of 
moet of t he participants. One was a general query. 

Yes. 

... ,., 
I v 

As to how fc.r oonet.ary fact ors are knovm to 
infl uence the r estoration of confi dence and i mproved 
business betterment. 

Yes . 

The ot her, a sptc1~1c query, was why t his method 
nas adopted which in the last analysis 
effect on an adoir::.ble c:?vement of gold i nto t.he 
Uni~ed Stat.es r9ther than t.he reduction of t he 
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recently rais ed reserve requirements. 

Well you tell them that they're talking to the 
wrong Cl8.1l. 

That's right. They r.ere Jus t talking orr the 
record. to me. 

I know, but they - they're talking to the wrong 
fellow. 

And-

You get what I mean? 

11hat? 

You understand what I mean. 

I do indeed. 

Yes. They've 60t to ask ur. Eccles that questi on . 

I kno~ . And t here' s , or cource the Chancellor or 
the Exchequer wanted to thAnk you too tor what the 

and so on. 

Fine. 

Now, I'll r epeat that ov~r alowly , if you'd like me 
to, sir. 

I think so. Go ahead. 

I have Jus t talked r.ith Phillips and ~aley , who , 
in giving me the Chancellor or the Exchequer's 
roply , said t hat a meeting was held this morning 
to discuss the whole problem; that the situations 
in the United States and Great Britain were i n their 
opinion not comparable. That the two deflationary 
forces which have operated in this country were the 
gold scare and Chamberlain ' s National Defense 
contribution credit, both or which hav~ been 
obliterated by subsequent events. 

The Chancellor, therefore, hae stated th~t he could 
not think or any aotive step or a new or striking 
character which oould usefully be taken in tbia 
country to act as a parallel to our proposal; and 
that any action he might take would of necessity 
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be going furt her t han merely removing anythi ng in 
the nature of a br ake on business progres s such 
as real or supposed deflationary tendenci es. 
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In this connection, mention wee made of t he recent 
modification of the restriction on fore1gn lendi ng, 
and of the !act th~t the addition of gold to the 
Bank of ~land i s not t he normal or most convenient 
method of expanding t he credit base here. Such 
expansion would i n general be made against sccurites 
purchDPod by the Bank of England, and t he credi t 
b~se wee in fact very high at t he pr esent t i me 
through such oper ations. 

However, Sir John Simon stated thnt he wae very 
ready to make publi c h i a sympathy wit h your aims , and 
he offers , 1f t h is i s thought to be helpful, to 
arrange for a ?arliamentary answer to that effect, 
and t o make i t cl ear tha t your action i e fully in 
l i ne with t he gener al policy pursued under pest and 
present conditi ons here , of maintaining a properly 
expanded credit b3se, and t hat t his still remains 
the poli cy of t he Brittsh Government . 

Good. Is t ha t the end? 

Yes, t hat's t he end of thnt. Do you went me to 
repeat about speaking off t he record. 

no, I thinlt •e have th'\t. Uow Butterworth. 

Yes; sir. 

If we decide to do anything again I wi ll call you 
at about five o'clock, our time. 

Yes, sir. 

You'll be home t hen, won ' t you? 

Yes, I will. 

Pall you b e ready for a call about five o ' clock; 
our ti.me . 

I r.ill indee.d . 

And I think, under the circums tances , t he answer , I 
would oall it satisfactory . 
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Yes, I would too. 

And-

Shall I tell them to go ahead about the fore i gn 
entry question. 

Well no, - don ' t do an.yth1ng unt11 .yov. hear trom 
me, because I don't know .yet that we ' re going to 
do it, ;'OU see? 

Yes. 

I mean I won't know until I have 1~~:~ with t he 
President. "'P $ .-

~uite. 
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And • auld they have t o know t he.t - I mean i t you told 
t hem t hat in the morning. Wouldn ' t t ha t be time 
enough? 

I - I'm notquite sure how much t1me they need t o 
arrange about a questi on you put. 

wel1, I couldn't l et you know until five o'clock, 
our time . 

Quite. 

So t hen you could call them the f irst thtng 1n the 
morning , you see. 

Yes, I could . 

But I 'm very much pleased the way you' ve handled 
this. 

Thanks very much. Thank you so much. I eppreciate that . 

I' 11 call - you - I 111 call yolt one way or the 
other at tive o'clock. 

Good. Tho.nk you very muoh. 

Right. 

Good luck 
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f1L GOLD ..!OVE FebrU3ry 14, 1938. 
12: 45 p. m. 

Pr e:~ent : 

H. J . Jr : 

:Uotz : 

!Jr. Taylor 
~lr . Oliphant 
Mr . Ga ston 
Jrs Klotz 
J r . Viner 
ltr . Haas 
.Jr. White 
.Ar . Bell 
:.tr . Loc:hhead 

lte haven ' t had time, but tnis is the g i st of the 
thing ( r eply from Butte r worth). 

"I h~ ve jus t tailed 1¥1th Phillips and 7/a ley, who, 
in giving ~e t he Cnancellor of the ExcheGuer 1 s 
r eply , sai d that a meet ing nas held t ais morning to 
aiscuss tne <mole problem; th& t tile s i tu~o tions in 
tne Unitea St a t es e nd Gre~ot Britein were in their 
opinion not compar abl e ; t h1•t tne only two del'lat i om, ry 
forces wilicn have operL tea in this country were t he 
golu scure and Chamberla in' s Na tional Defense contri
bution cut , both of which huve been obliterated by 
subsequent acts . 

"The Chancellor, therefor e , ha s sta ted t hat he could 
not tnink of any af t er step of a new or striking 
cht.rncte r ••hich c oula usefully be taken in tnis country 
to f Ct as e parallel to our proposal; and thbt any 
ection he might take Nould of necessity be going 
further t han merely r emovins anything in the ne ture 
of ~ broke on business probress such as r eal or 
supposed defla t i onary t enuencies. 

11 I n tnls connection, mention was made of the r ecent 
ap;lica tion of the r es triction on for e i gn lending 
<.nd of tn" f ac t tha t the adoition of gold to the 
Bank of Engl a nd is not the nor mal or most convenient 
Jtetilod of ex,>anding the credit base here . Such 
ex,>ansi ons ;.oould 1n ::enera l be made agains t securities 
purcuesea by t he Bank of ~nglcnd, and the credit ba se 
nts in ftct very high a t the pr esent time through such 
opert tions . 

"However, Sir John Simon s t a ted tha t he was very r eady 
t o mulce public his sympa thy wi th your aims , and he 
offers, if his support would be bel pful, t o arrange 
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for a Purliamentary answer to tha t effect, and 
to make it clear tha t your r ction is fully in 
line witn the general policy pursued under past 
and present conditi ons her e , of ma intaining a 
properly expanded credit base, and t hat t hi s s till 
r emains the policy of the British Government.• 

Jus t checking one wor d t nere, ~ here they say 
"securities issued. n It 1 s "purchased by the Bonk . " 

It • s the gist ther e . The ma in thing is tha t l a st 
p~ragruph the r e . 

~oell, I think it i s about us much a s ne can expect . 

You ar e a good pr ophet. 

But t hc t quest i on in P~rliLment a nd nice pA t on the 
back, And tney fee l good 'bout it- I t hink the t 1 s 
hS much as fi e cc.n went . 

Tne ot ht!r part i s delightful ; the unofficie l part is, 
they • ct like t o knoo~· wny 1·:e used tnis device r a ther than 
loaering the excess r eserves . Purely informally, they'd 
li~e to a sk tha t ~uestion . All very nice . 

!.lay I tol'ke a suggestion os t o a change in t he procedure 
if you go t neud? 

Sure . 

J, s I understand i t , wnv t is plr.nned no'·• i s to allow 
incoming cold , ne•:ly accrued gold, to go into tne mone
t ary bt1sis .olthout ster ilization up to a hundr ed mill ion 
a 4uarter . I s thut right? 

That' s right . 

I'd s ay, if you go ahead a t all, t ha t I 1d r ever s e t ha t 
a nJ say t act you Nill see t o it that the monetary bas e 
shall increase by one hundred mill i on for t he next 
-.uarter , from newly vccruing gold or from the sterili
zation f und . 

"hat 1 s the difference? 

'llell , the difference i s tha t in one, when gold i s at 
the moment barely coming in or perhaps i s going out •.• 
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Coming in very slowly. 

ll'hat 1 s tha t? 

Coming in v ery slolofly; a t tile r a te of the past few 
Reeks , it's negligible. $20, 000, 000 a month. 

20 million a month. 

Tnat 1 s including newly-mined . 

The r'ederul Reserve a pparently - I c an r efer to 
tha t memor andum? 

Yes. 
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The Federlll Reserve - apparently their explanati on 
wil l b e tha t it t ells t hem Jus t what they can operate 
on; it gives them for t hree months - it gives them 
an expec ta tion so that they have a firm base, they 
knoN where t hey a r e . \/ell, I 1d say they don't know 
l'lhere they a r e under this . They M1ov1 a limit , but 
t hey don•t know where they are. The other way, 
you kno.: the minimum of your action, you also know 
the mbximum of your action, a nd you know you're going 
to do a t least a hundr ed ~illion t hose t hree months . 

You don• t kno1• t he minimum of your acti on, do you? 

What ' s that? 

It•s anything up to a hundred mill i on . You know the 
maximum. 

Under mine, you know both minimum and maximum. 

Nhat would you say the minimum should be? 

1 1m making them the same. 

IVha t you are saying is that you•ll let accruing gold -
that you will s ee to 1t tha t in the next t hree months 
t he monetary base be permitted to increase by a 
hundred million newly ac4uired gold, or i f that 
doesn't suffice, by transfers from the sterilized 
gol d . 
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goa l. This present plan means 
60 million ~nd ~ m<ximum of a 

nn tls t ime. ted min1mwn of 60 million. 

Your (Viner) pl&n would be L fl~t hundr ed . 
' 
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The amount doesn' t me tter . I' d say both Lmounts a re 
negligible . But atlenst tha t f i ts the loeic of 
th~t Eccles memorundum . 

;lell, tlle1r uncertEinty lies only in one direction. 
~hey don' t cere hor. l1 ttle gold you d esteril1ze; 
they Just .vant to put 11 top on tlla t . 

"ell , I d i d n ' t get that from the memor andum. 

'iiell, I got thu t from the d i scuss i on. 

Yo u ' re m~kinb e>.Lctly the s t me sug~est1on Eccles made 
this morning to me : 1t s hould be ~t least & hundred 
million . He ut~<u e thL t suggesti on this morning l'nd I 
turned i t down . I• m trying - what I'm trying to do is 
to r emove s ome of t his <J rtifici ~< l ris i dity . Wha t I 
&m tn•ing t o do is t o give this thing pl&y . Now, v:h&t 
I ' a like t o do is to remove !J 11 r estrictions , let the 
gola Ect e s it comes in or goes out and ha ve its 
effect • . I can 't do tht t bec ~<use the Feder~l Reserve 
;>ut t.ileir f oot uo .. n . So ·in orcier to meet their ob jec
tLns, .;e s a i a , "1':~; 11 , not more tnn: & hundred million ." 

i>ut if •7e do t ne o thu· , ;.e c<c n simply ssy, 11 \':e•ll 
.ust ueposit " hundr ed millio n" &nd forget it . \'thy 
t;o through vll tuis riemnole? Say , " Eve r y three 
mo1:ths '1/e deposit b hunored milli on dollers worth 
Of gold . 11 Wily drtlSS it U)l? 

1!ha t I am try 1~ to do is t o meet wha t the European -
some Lur oj.Jer:n economi sts s t•Y thu t 11 the United St a t e s 
doesn ' t &ive us a chance; this gold comes in, they 
sterilizt it , titey t ake it, t hey put i t ~way . " Now, 
I want to give t his thing, go back to just as near -
I've never s~id this before, but whe t I am opprO( Ching, 
olthoueh I don ' t s~y I would do it, is an open gold 
m~rket . Tha t is wha t I &m r eally a upros ching : an open 
gold market . And give this thing a' chance to move . 
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!low, 1f I ; ut - if I ' m going to do what you 
sugges t , what Eccles suggests, the easiest thing 
is just to announce I'm going to deposit every 
three montns, 12 weeks - every week I'll deposit 
:ma t evcr 1t is, a or 9 !!!1ll1on aollars worth of 
gold - sc.y .10 million aollars a ~·eek; deposit 10 
mill i on dolla rs every week. 

70 

Vlell, of cours e, my a rgument t here l>ould be thut 
in doing this step my way or in the way you suggest, 
jus t ~ hunur ed million r egardless, leaves the whole 
philosophy of sterili zn tion s till int act, end mLkes 
an ad ~ departure from it of a given sum for some 
supposed purpose, because of tempora ry circumstances, 
wnereus toe other scheme is in b et:veen. 

Jake, unfortunately, you weren't - I concentrated -
you weren't here Friday , see? I concentra ted harder 
Frid:-.y t hLn on anytaing I heve done i n e.' l ong time, 
&nd I 1ve florked on tnis thing now for sever al months . 
And this modification tha t you suggest, if you don' t 
mind my saying, isn't im~ortant enough, bnd it just 
clu ngcs - I ' 11 put i t , just changf:!s what I um try lng 
t o get a t. I'm trying to ao something her e - I'm 
trying, if possible, to let the gol d come in and go 
out es - whu t I'd like t o do - just a s - whatever 
the trsde demands . Now, if I could do tha t, fine. 
I cLn 1 t do i t, because the Federal Reserve son1 t go 
&l ong a t tills time. lhey ,·.an t to know wha t i s the 
worst . nll right, so I 1m compromising on what I 
·.,&nt t o ao end S&ying we won't l et more t <U n a 
hundred mill i on dollars in. Now, wha t you're saying 
i s some thing entirely different . It's an entirely 
different philosophy. 

'l:ha t • s right . 

What? 

Tnat ' s right. It is e n entirely di fferent ~hilosophy . 

J~ke, see what I mean? 

Yes , I know . What I say is, you're giving up the 
whole philosophy of sterilizati on, but you're putting 
up an a rbltrury hundr ed million dollar a quarter limit . 
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I don't see that we ar e giving it up . I won' t a rgue. 
Not giving it up. For the moment, you' re using it one 
way r~> ther t han the other. 

Working the policy both ways , Jake . 

Let me Just s ay , does anybody here -because I am 
down t o about two minutes now - does anybody here 
t hink that I should change what I am proposing to 
do i n ter ms of whht Viner sai d? Please say so if 
a nybody thinks so . All right . 

Now let me ask a nother question . 
t he Engli sh s aid, aren' t ~·e r eady 

""'· (Nods yes) 

In view of what 
to go ahead? 

Huh? All right. I'll go to the President . 

Now, Just one thing, so tha t you people know what 
I' m doing . I'm shooting from the hip here . We have 
$700, 0JO worth of pounds in Enel and . In order to 
keep s t erling from - I ' m selling s t erling right now 
so tha t the thing doesn't get - artificia l thing 
doesn't get down. We ' ll sell it down, keep it down 
to wher e it i s, see? And also we•ll put a cap on 
Government bonds, Just so this t hing doesn' t blow 
up today . 

All right, Wa yne? 

( Nods yes) 

What? I didn't have time t o consult, but- e ll right . 

I mentioned it to him . 

Did you tell him? 

Yes. 

;;ell, when I c ome back - won 't make any move until 
the President agrees, but 11hen I come back I 1ll let 
you all know what he says . 

V/ha t time you be back? 

Regraded Unclassified



... 

fi.IJ .Jr: 

1'/hite: 

B.li.Jr: 

White: 

v i ner: 

80 

-7-

Oh, 2:15. 

We got a memo (on some other matter) •••• (Hands 
to Secretary) 

No final action. Do you like the suggestion? 

Well , there are several things to be said about it. 
As long as there is no final action, it's all right. 

No, I 1vant the President to see what it looks like. 

Are you disturbed, Jake? 

No, no, I 1m not disturbed . I don't think it is of 
any i mportance . I want to s ay so frankly; I don 1 t 
think the ~ove is of any conse~uence . 
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February 14, 19)8 . 

Butter worth: 

I nave Just tal.d:ed with Phillips and lialey, who, 
in giving me the Chancellor of the Exche._uer • s reply , said 
t ha t & meeting was held this morning to discuss the whole 
problem; tlu:.t t he situa tions in the United States &. nd 
Grea t Br itain were in taeir opinion not comparabl e ; that 

a: 

the only two defl a tionary forces which have operat ed in 
tuis country wtlre t he gola scare a nd Chamber lain ' s Nati onal 
Defense contribution cut, both of which have been oblit er ated 
by subse4uent events . 

The Chancellor, therefore, bbs stated thnt he could 
:1ot think of &.ny a fter ste,> of a new and striking character 
~hich could usefully be taken in this country to act as a 
parallel to our proposal; and t hat &ny action he might take 
would of necessi ty be going fur ther than merely removing 
anything in the nature of a brake on business progress such 
as real or supposed deflationary tendencies . 

In this connection, mention was made of the r ecent 
modificati on of the r estriction on foreig n lending , and 
of the fbct that the addi tion of gold to the Bank of England 
is not tn" norawl or mos• conv<:!nient me thou of' expanding t he 
creait base here . Sucn exj)ansion would in general be made 
against securities ~urcbased by t he Bank of Eneland; and 
tae credit b~se wts in fact very high at t he present time 
tnrough sucn operations . 

dowever , Sir John Si•oon stt. tea that he was very 
ready to to,.ke public his symp11 thy with your aims , and ne 
offers , 1f tnis is thought to be helpful, to arrang<:! for a 
Parliamentary answer to t hat effect, and t o make i~ clear 
that your LOtion is f ully in line with the general policy 
~=~~eu unuer past and present conditi ons here, of muintai ning 
a properly expanded credit base, and th&t this still remains 
toe policy of the British Government . 
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rtl. OOLv 1!0V£ February 14, 1938. 
2 : 20 p . m. 

Pr esent : 

1! .". Jr : 

!.!r. T~y l or 
l.lr . Ol1ph11nt 
!.Irs Klo t z 
.Jr . Gt s t on 
:lr . Hb<.S 
J,lr . ',"/hite 
:.:r . Bt~ll 
Mr . V ino=r 

:Jell, the President of t he United States gr eeted me 
by Sl<ying , ""r e y ou re-~>UY to shoot this a fternoon?" 

I s•iti , "les, s ir." 

Be s&iu, "hll rignt, go chefd t nd shoot. " 

Be sai d - it ' s very interesting, to show t he timing 
of this - you know, he sees the l eaders every ~!onday 
morni ng , and Spe aker Bankhesa S<.ia to him the. t the 
people i n the House wer e g e tting very r estless ubout 
thll c r edit bcse, ll Od whu t woul a he do about it? So 
he said , " 'ilell, i t' s 10: 30 in the morning, but I ceo 
tell you in s trictest c onfi d ence t hat we ' r e going to 
do something this afternoon." 

'-nd S;lerker Bankhead s t i o , "Fine . hnd I hope yo u 1re 
going to do something t bout sterilizing of gold, 
becuuse 1.l so the House i s getting r e s tless about 
th& t - tho t there is no sense in continua tion of gol d 
st ~: r i lizlltion . " 

nv:ell, we • ll t ake care of thut this afternoon , in 
s trictest of c onfid ence ." 

So he r eLd the no te from Mr . John Simon, which wa s 
bt;reetble. 

(On phone) Tell Mr . Gaston, please, t o come in . 

Anyway, ne Nent o ver t he top or under the ld tchen -
I don't care . 

Then I a s ked him - now, I •11 try to remembe r all these 
things - about China , and he sai d , 11 ! 111 tell you 
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exactly what I told the Chinese Ambassador. I 
said i f he ctn r ui se u hundred mi lli on dollcrs 
anywher e i n the world , thbt I , the President of 
the United St ates , woulo put not hing i n hi s wr; y . 
J.no t hen I smil ed sweetly. " 11 Now, n he sai d , "tha t ' s 
all tha t I told him ." So th: t t akes ca r e of thu t . 

Re ' s in good f orm t oday . 

He then told me tha t he deliver ed a speech this 
oornin;; on the price sit\Wtion to the leaders, 
End everybody seemed to get i t except J ack Gt>rner . 
£nd he said, "I never .<no~ whether he doesn' t wan t 
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to get it or whether ne doesn ' t get it . • And he 
s&i(, •I g~ve tncM this long telk about April 2 11 -
combinhti on of .mat tne President s a i d on Apri l :< , 
j)lus the Federt.l Reserve - what it had done, so forth 
c.t.i. so on. 

So I sa i d , n·uell nov1 , 1Ar . Pr esident, this is an a1vf ul 
impor t &nt .,uestion . /,griculture' s inter ested, Labor • s 
inter ested . " 11 Anc.l , 11 I ss i d , 11frunkl;; , .ve can' t be 
re;..u; t omor r ow ." I sL t c , 11 I '.'lish you' d give us some 
time . But it ' s t err i bl y i mportant , and i f we can 
we 1 11 be r eady for you by Friday for your Friday 
morning press confer ence; but I wish you ' d we it, so 
you oon1 t find you mf'.<C c st< t ement enu ther t. i s 
sooe t:gr iculturel bull e t in in the press whi ch i s the 
opposite from whet you said . hod after a ll, whe t you 
.vent to telk tbout i s pr ices in relation to unemploy
ment . " 

He s'i d , ''Thct 1 s right . " 

So he ' s going to see us tNo o ' clock Thursday . And I 
,;isn, Olr . T~aylor, ttu. t :~ou 1 d get~ . :·:all&ce over a t 
10: 30 tomorrow, plus anybody he wants to bring, plus 
!.!r . Lubin . At 10 : ,30 ; devote the morning to the th i ng. 
Then Thursday ~t t wo o ' clock Ne •re goine to do the 
Hungarian debt, •• nd I think you (Kl ot z) bet ter get 
hold of \'tin Riofler , tell him to be down her e 
'ilednesday , because h~ spent at leas t a week on the t 
with the people over in Geneva , you see . 

·~ ednesday mornlng? 

Yes . And 1 1 11 cLll up the State Department l a t e r on 
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«lot .. : 

r! . '~ . Jr: 

T!tylor : 

B. :J.Jr: 

Tu:;lor : 

l! . ..! . J r: 

Tty lor: 

H.:' . Jr : 

Ha.as : 

Taylor: 

l! . ..i . Jr : 

« l otz : 

B< 
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and find out who the • • • • What the President 'Nants -
I'm sorry Bell isn' t here , because he ' s do i ng most 
of t ha t f o r me - he wants a Joint recommendation from 
both Departments . Be liked it, but he wants to see -
I 1 ve a lre&dy st~::rted 1t - t he whole business ; it ' s 
being c&lleo f or 1 t &bled f or me . But t be only t Mng -
I ' ll see Bell - he won ts to apply tnis Bungnrian 
formula to every o ther country . 

Then I sa i d , "What do you wa.nt to do about Finland?" 

"We ' ll have to gi ve t hem a r efund . " 

Wouldn ' t th&t be a wonderful gesture? That would be 
grand . I ' d like to give t hem & r efund . 

Tha t' s t HO o 'clock where? 

Two o 1 clock the o'o'hi te House . 

10 : JO t omorrow for 'i:allace , 

And whoever he wants t o bring . 

.~<nd Lubin . 

Y~s . 

Prices . 

Yes , sir, we •ll wor k full steam on that unti l we can 
have something f or the l'relildent t wo o ' clock Thursday . 

1'/e had & meeting t his morni ng . 

I missed the o ther one . 

Thursday , t.·1o o ' cl ock, St a te Depa rtment - Wednesday , 
t wo o ' clock . Hungar i an debt . 

Nednesosy . You s ai d Thursday . 

•'lell , it ' s the o ther ~ay around . Wednesday, two 
o ' c lock, Hung&rien debt ; Thursday , two o ' clock, prices . 

(Bell comes in) 
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H. 'l . Jr : 

Bell : 

u • .J . Jr : 
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lhe President want ed t ho t t cble t hat 1 asked 
you (Bell) for, pl us - i f you could put ~t the 
botto~ - the only thing be ~anted added: apply 
the HungF r1en f ormula t~, sEy, Great Britain -
pre-Armistice, post- Armistice - each one. 

:lepers te ly? 

:leper a tely . He went at it - awful pleasec1 - Jus t 
ex~;ctly the same way I d1c1 . And if ::e bad tha t 
t11ble for '1/ednesd&y afte rnoon •.. 
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Bell : t ine . 
-" r! • ..: . J r : - - I aion ' t h&v., toe right s tuff wnen I "' ent over t here . 

Gas t on: 

H . :~ . Jr : 

il . .. . Jr : 

I illlu to uo 1 t all from memory . 

Herbert, I thought you could hbve this t ning put on 
the mbeogroph l. t t hree o ' c l ock. 

1 1m having ~ s t encil cut . Tol d her to hold the 
s tencil until about 2 : )0 . 

And in or der t o gi ve me the time, t ell t hern - three 
o ' clock m&rkets close- tell tnem we ' ll have the 
~ress conference at 4 :)J . 

~t 4 :)J instead of f our . 

You people come a t f o ur end we ' ll kind of chew the 
r~s from four to 4: 15. And Mr . Eccles and Elliot 
Thurston Nill be here a t 4: 15 a nd go over the thing 
once more . 

Gnston : Yes . 

H. 1&. Jr : 

G~ston : 

H. J . Jr: 

t<lotz: 

1'hey ' re giving me 15 mi nutes . The r eason I ' ve got to 
put it off - nave Wal t e r Chrysler in from three to 
four; g ive him a full hour . · 

~b~ lt I call them, let Llliot Thurston ••.• 

Yes . 

You (Klotz) got a nything? 

( Nods no) 
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H • .' .Jr: 

Viner: 

fl . :.I . Jr: 

Kl oh: 

t:I . :J. Jr: 

lldl: 

t\lo tz: 

i:I. : .Jr: 

White: 

Vi ner: 

li • .A.Jr: 
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I got to call up the State Department and find out . 
I better talk dir ectly to Mr . Hull , don ' t you think 
so , and find out bow he wants to handle this. 

I 1 m vt~ry happy. 

Fine. 

The ?resident is happy , which i s very important. 
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Is t his just a good word for me to use in di scussing 
this thing - t ha t I was going to call this "mildly 
r eflE.ti onary"? An,ybody object to that in describing 
this? 

"ll'lla t do you think this will do, L!r. !lorgenthau?• 

"I think it is mildly refla tionary." 

l'iell, none of them have comments . 

~xpresslons is what worries me . 

Do you like the expression? 

Pt<rfectly blank. 

If blen.t, it wouldn't be h~>lf bad . 

.I ell, en,yway, between four and 4 :15, please tell me 

.vhether ~: n,ybody thinks of ~; n,ything better than 
"mildly reflationary.n 

11St ep in the right direc tion." 

"Incipiently r eflationary." 

All rigut, you're . • . Will you all go in; end seri ously, 
each f ellow think about - if he would , meybe bring in 
just e couple sentences that you think I might use, 
wil l you? At four o 1 clocl!: be back again. 
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H.U.Jr: 

Oper ator: 

H .u .Jr: 
Seoy . 
Hull : 

!'.!J. Jr: 

H.:!.Jr: 

H: 

H. :LJr: 

;u:.Jr: 

H: 

!! .!.I .Jr: 

n: 
" -li. Jr: 

?..:!.Jr: 

H.ld.Jr: 

il : 

H .U.Jr: 

Hello . 

Hello . 

All right , Henry? 

Ho"" are you? 

All right , what' s going on? 

February 14, 1938. 
2:50p.m. 

well, firs t, we're goi ng t o s o ahead on that gold 
business thi s af t ernoon. 

Yee . 

I had a satisfactory message from t he English. 

Oh, I see . Welt t hat' c interesting. 

And they ' re going to b~ok us with a quection and 
answer to Parli ament tomorrow . 

xes . 

And when I see Herbert Feis, I'll give hi m a copy 
of wh~t I heard . 

Well that' s very int eres t1ns , I'm sure. 

And I t a.lked to t he Preoident about Hungary. 

~es. 

And I gave 1t to him very ske tchilY, and he 's 
i nt erested. 

Oh,he i s. 

He 1s, and he sai d tha t he 'd like to eee us a t 
two o'clock Wennesday afternoon . 

YeG . 
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Now, between now and Tuesday , I' d like to work with 
whoever you designate. 

Yea. 
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H .U Jr: 

H.U.Jr: 

H: 

H .l! .Jr: 

r. . :! .Jr: 

'! .l!.Jr : 

H. U.Jr: 

H.:: Jr: 

1': 

H . l!.Jr: 

H.U.Jr: 

1' : 

H.U.Jr: 

H: 

ll.JI.Jr : 

88 
- 2 -

See? 

Yes . \Vell Fe1s - FeU can have anybody he wants 
to help him bPre. 

Well , will you tell Fs1s that he 'll be getting a 
call from me? 

Yes, s ir. •.ve l 1 -

And t hen -

If I miss him 1n any way,before you call h!m, 
then you tell h~ I sai d you to call him. 

Well, and you cos t likely go yourself on 
Wednesday? 

wel l, I don't- i f I keep up with 1t here in 
every way, l.t doe en ' t ml\l~e so much difference. 

Well, personally, I 'd f eel a little b1t more com
fortable l. f you di d. 

Well, anyhow we will go a long between now and then 
and s ee your developments. 

And I - I'll Y!Ork with Fe1s. Is that rie,ht? 

Yes . sure . 

I think it 's very intqreoting, and of course the 
cost 1nter es tin£ 1s applying to England. 

Yes. 

And England woul d get a good break out it. 

Exactly. 

France o.nd Italy wouldn ' t . 

Yes . 

But t hey 1 re not 1\pt t o pay ue anyway . 

No, not apt to. 

And t hi s would g ive Engll\nd a obanoe. 
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H.U.Jr: 

t' : 

H.U.Jr: 
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Well, I've been e.xpeot.1Jig something to be pouible 
with her , at. least it sbo sees this trade agree
ment's going over, I think she'll be much more 1o 
the humor to work out something. 

All r1gn~. We!l 1 wanted to let you know. 

Thank you, Henry, so much. 

Right. 

Regraded Unclassified



Dicta ted 

February 14 ,1938 

February 15 1 1938 

I called Jimmie last night on the telephone and 
orotested against the Government go\ng into the housing 
ouslness through the use of WPA labor. He said he doubted 
whetr~r t hey were going to do it. After r eading Foley's 
me~orandum about t he meeting tr~t he at tended , Jimmie on 
Honday or Tuesda:r seemed to be doing everything possible 
t o bri nS it about. Jimmie's t alk with me d i d not jibe 
with tne way he talked a t the meeting in his own office. 
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Oper ... t.or: 

r..lt.Jr: 

Go ahead. 

Hello. 

February 14, 1938 . 
5: 08 p.m. 
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8ut.t.erwort.h:Hello. 

H.L!. Jr: 

3 : 

u .! ~ .Jr: 

:; .i.:.Jr : 

8 : 

r. . !.; . Jr: 

9 : 

H .L!.Jr: 

~ .:.: .Jr: 

S: 

:: .!:.Jr: 

8 : 

!i . ~: . Jr: 

B: 

P.. :I.Jr: 

3 : 

Hello, Butterworth? 

Yes, s1r. 

How are you? 

Very we!l thank you, and you? 

\lell, we've Jus t. released t he statement. end they'll 
3end you - you'll have a c3PY on !t. the firs t. thing 
in t.he morning. 

Good. 

We gave it. out f or i mmediRt.e release. 

oooc. Thank you. 

So,you cs.n inform your frienc1e firPt. thing in the 
morning, t hat , if t hey ' 11 have a l1t. t le discussion 
of it. in Parliament., why it. would be all t o t he 
g? Od . 

Good, r• :l t ell them. 

See? 

Go3d. Fine, sir. 

An<l I have nothing to add to t.het. 

Ocod . 

We Just. had c. vPry c;ood press conference, Llr. Eooles 
and I. AS far as I can t ell, it's all right. 

Oh , good. That's fine. 

You'll read it. five hours before I do. 

All right, sir. 
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H. !.!. Jr: 

B: 

11 :: Jr: 

S: 

:: . . Jr: 

B: 

v.::.Jr: 

e: 
'I . .•. Jr: 

B: 

H. !!.J r: 

B: 

::.::.Jr: 

3 : 

::.:· .Jr: 

!l : 

!i.i' .Jr: 

B: 

\.!.:: Jr; 

B: 

::,'i.Jr: 

- 2 -

But t he core they can eey abroad to back ue up 
t he better. 

Q.uite. 
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And i f - if you cnn have your way clear s eeing acme 
of the AmRrican oorreepondente in London, t hP t might 
b e hel pful. 

Right. . 

See? 

Yes , sir. 

llow fqrt.une.tel.y they d1dn ' t !!Ck ue e.t all whether 
or not r.e t e.lked t hi s over with England you ~ee? 
;.:ello . 

Yes , I understand. 

I wasn 't a r. Ked 
s:1..v anyth ing. 
asreetnt>nt . 

Y~s . 

t hat question, ao I di dn't have t o 
They d idn 't ask about t he tripartite 

So t hat t he vthole. t.hlng - tho whole t hing h inged on 
tho gol d, wh'.ch 18 all right. 

Good. 

And -

Parliaoent ~!11 ~robebly have to start. off -

Put ae I say , i f y?u c?uld see some of t.he Americ~ 
correspondents, p?•~1bly, nnd gPt them t.o maybe
on the - you Jtnow, it might. be helpful. 

Yea . Right.. 

All right.. 

Thank you very much. 

If you have e.nvthing tomorr~ on the r eAction why -
I may give you a call t omorrow . 

C-ood. 

Good luck . 
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H.:L Jr: 

Good. 

Goodbye. 

- J -
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Tb1a 110ming I retrained fl'OIII COIII!Ienting on the Britiah 

aspect. I reel I shou.ld call your attention to aspects or joint 

action (not 110titication) which qre not mentioned this morning. 

l . Joint action by England and the United States, 

even it it could be achieved would, I believe, operate to 

dissipate the erfeotiveness of the proposed atep. It would 

make the atep appear aa relating to international monetary 

steb1.1ity rather than aa concerned with proaotion ot d011111stic 

:rocovery. 

2. The British might not accede in•-•cb ae it 1IOI11d 

constitute a substantial alteration of their policy of con

fidential operations. They have been ater1.1.1dng and de

ster1.1iz1ng eo.J..d constantly without either consu.Lting us, 

infonaing us, or even announcing it to their own public. 

). They might either regard the st ep as an innocuous 

one and 

(a) Give a noncommital reply, or 

(b) Accept, not on its merits, but (as you thought 

possible) as a means of paYing the ws:r for a return 

request of some kind. 

4. To consuJ.t the British on this point is spreading 

international cooperation to matters which the British have 

al~ considered to be pure~ domestic affairs for thoelllaelves 

and which from our point of view are hardly the proper 

subJect matter for international discussions. It is develop

ing a degree of one-sided intillacy that gives one pause. 
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Rf"I'C'RT N s: CRETARY I'C'RO~J:THAU 1 S 
P"E:S r.~'l'f ~f.F' Ct', fEERl'l RY ll , 'c::w. 

/lso prcor nt ChairT.an U:cl es , l'r. Elliott Thurston, 
"r, Taylor , "r, t'lirhnnt. 

t . ~ . .. ·R.: I'll be c lad to answer all the ~uestlons t~at l can 

or refer tteo to Chair-~ Eccles, and ~air..an fccles 

~oulrl like to t~ve scmethinc to say and be rlad to 

Mftw<r ques tions that you mny wish t o dl r cot t o him. 

l'r . 1'1 airman, to muke ~uro that I reed this correctly, 

you ·'till include in the s t <rll! zcd f Old fund cnly an 

B"llU!'t abcve , lcc,cro,oco- c:ny acquisitions above 

, l CO,OCO,CC(? 

t . · . J L. : Dr •• , u went ""!e to a"'swcr? 

E""~""'ffS t You co al .eru! . 

i . •· . ;~" l 11'1 11 ('i ve you an exrlnnntl on of t hat staterr.ent as we 

nee it and ~t en if thnt isn ' t cle<.r -. 'r.6t llis 
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~t' tceent sa~-s i • this: Th:.t befinning Janur.ry 1st, lO)P , 

t !,;.t any , ol t h"t tlc Treasury ac:;u.l res ur to <lOO, CCC, OCO 

will be depos! t ed v.'itl: tte :eders.l. Reserve S) Stcm. And 

thnt means that i naamuch as we have acquir ed aprroxiu~tely 

,J0,000,roo of r old since the l ot of January we will 

derosit i'T.edlately , 'O, COO, cco -nth the SYl! tcn . Tt>e 

r r llcr \"'t.!ct :-te t.ave been followinr in the rut, l .e . , 

tht &ny F<>ld which re sell .,.-!11 co:oe cut or the 

ote·llhnticn :und - t he ~nly ch.anre i n that is that 

sll . old t hut ~• sel l , incluuing earmarked gold, will 
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A. 
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A, 
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n o 

A. 
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come ou• of t he sterill ~ nLion f'urd . llow thnt, 

l I hink , i s t he whole s tory. '1ould you ~ay ~o? 

ves • 

....-}',. t. i!'l, of course, en &. ftUt. rt.r rly bc:.s!s. 

r . ~ccr<tary, 'hen ycu are t~lklng about d eros ' t ing, 

i n effect, i t is rclensc fro~ sterilization. 

'o . If scm.c "ovcrnmont buyo ; old from us , the ro'd 

•11111 ccntc ou t c l tl o stcriliz<.ti on fund as lt las in 
~ 

t•r. f'St . In ot~Er words , tte s terili7atl r n rund , if 

it l s r nc !tillicn, -.i ll be r er'uced ":V onr roJlllrn 

dr l lc.r~ - an:T :..-o'' t. tt t.t .. ,·e -'i srt:'re r f . Th: t is the 

··.'h 1. J nm talk inr a~oll t lo ttis t~O, OC'O, OOO ;1ru tavo 

ttcquir(d - "llll lhH be rclMned from s t e r•Hi7nllon, 

1r effect~ 

•. r.- ttcre's se•:cnt.~· -1ll1rn •C"re this qua:-ter, if ycu 

> cqu! rc that !!!UCh~ 

And nnything above tl nt goes into the inacti vc fund? 

M!rthins above t t>nt f Oes ! n t c- tr.e lnacti•e fund . 

·~)' • s this bein;; dono? 

.. ell, "<e ~r ink i • •s a 100ve in the ril'~t direction . 

Can rou cx;"lain the l OO, OOO, COO fi~re? 
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.ell, the lOC, OOC, oor liruro ~o feel is adequate , 

~hen yr u consider Lhe movcnent of fOl d ~hich ras been 

\J<~J na plli.CC durin{' the lt.St few months , 

·.nnt do you mean by :.. .. equate , sir? 

97 

"7cl' , I m• " " it OUGht to tai:e care of the purchase o! any 

,(" ld .,.c ""~-c dur1nr.;.. r-er iO'I of U" .. ec r"\C"nt.hs - adequately. 

ln other ••erda, v~u rlon• t expect more than aro,ooo,oco 
; n tht•oc :ronths? 

elt , bnsnd en the uperlence c f the l 3st few r:onths - - · 

: n.s about to ask , sir, H :.-ou >:oultln' t elaborate a little 

bit on t · e ru~o•o of this move . lt undnubtcdly has a very 

ccncl" Le rurec e and H ,-ould be he1-.fll1 if you would ('ive 

us s~"o Indication "f whht thnt Is ~i.th rer,ard tc .business 

cM~l ticns . 

" r . ; cc1es ~11 re:.' frc"' a rr• rarE:d stote-.ent ~a h&S and 

l.e ;:I ll e~ into thRt i n ooMidcrsble detAil. j,atu rslly 1 

··c ·:ouldn ' t be 11\D.king this move if we didn ' t think it 'KOU1d 

be helpful . 

"r. Secr e tary, wou ld it be accu rate t o say unde r thls new 

rl:m the only E old trat ?r!'Uld be sterlll zed would be 

n'~rr-~lly larcc ~~ve-~nts lnto t~~s ccuntry? 

In oxcoss of . l OO, OCO, COO - - it wculd take an abnol'l!\al 

c:ove-,en t t C' he in excess of • too,oco,ooo. 
!las " r , :.Ccles any t.xtra copies of his cr• eared st..,te::.ent? 
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A. 
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- L-

,.ell, I :.erely have a l'lftiC>randua here in which I han 

:ot ted cawn what occurred to me to be an explanation 

of this act,ion - - thot was written somewhat in 

anticipation of questions that would nat urally be 

raised and instead of submitting myself to questioning, 

1 think that I would like to just give you here some 
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of the t hourhts that I have with reference to this situa-

tion, without quotation at all, =erely for background 

in your interpreting the statement that the Treasury has 

put out here . Thi s is .,. interpretation of that a~ if 

YMl want to use t hat for background in writing up your 

s t ory on that r~lcase 1 am •/tilling to help you to this 

extent, but this i s not for quotation. 

Well, I lll!l so~ry, I just wanted to ask you to oxplain 

what you "'ean by backr round--whether you mean putting 1t in 

quotation marks - - . 

1 oean "o re!er · nce t o it whatever. Anything I say here 

ycu oigl:t m-He up -- I don't wnnt to be quoted on it and 

I don' t want to be attnched to it by implication necessaril y. 

I don't want my na~e attached to it. The reason, or course, 

is statements t hat come from the Board - - it should be 

£iven out as a Board release. I am merely giving you here 

t he background on this and this is not a Board press release. 

~e point is, Mr . Eccles , that 1n carrying it In this 

story we have a Treasury announcement here and anything 
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we ~ght carry e. backp-ound f rom ycu mi[ht be cre~ite<l 

to the Trea~ury , 

Th&t's all r lrht . You arc puttinr yrur own interpretation 

rn it . I Alii sitting hero ·.nth tho Secretary and anything 

he might have ~aid mi~ht bo attrlbuted t o me too . 

Coul dn't 11e nttribute 1t to "Admini str<.ti on t anking 

cf:'1c1als" . 

Bankinc and ,.,onetary, yos. (Eccles C""'L">ences reading) 

"It will be recalled that when the ;nactive gold account 

was s et up we •bre ex•eriencing a ve-y heavy inflow." 

PerdM .,e, " r . l:.eclea , ... oul d you mind reac!in,o: just a llttle 

slo~er? 

"~'lhich nc>t only increased the dPposits of the banks but 

'•as atlowe<' to take effec t in addine to the excess reserves 

of t he banking systc~. By using autl crity given by Congress 

to the heservc Syst.cn, a large ro ticoo cf tl is excess was , 

in effect, s teri li>ed, and the actirn setting ur the 

~n~ctive told neeount serv&d to ~revent additional 

t.C(tuisitions after that <late frc~ <lgain buHdin& up the 

excess to a disrrorC'rtionute she relative to cr edi t no>ed s 

:t.nc! busines3 condi tiona os they then existed . " 

I ow thr.t, you will r ocall, r oes back to the beg1nning 

of t !•e settinr up of the fund which, as a mat.ter of 

tack(Tcund , is ncccs3ary, 1 think. 

Regraded Unclassified



- 6 -

"The in11c~ive fund ·•as , o! course , a new sort of 

lnstrurtent whict could be made flexibl a in ite 

aprlication as conditions warranted , and, in fact, 

it has afforded a convenient instrumentality for 

rlacl~g fuods directly and ~uickly in the ~ncy 

IMr:..ot, as ,.,as the cnse last Fall "'hen we had 

a deaterlll ~atlon of . 300, 000, 000, whi c'- the 

1'r1 asury undertook at the request of the l!escrve 

Beard , actin& on the rec~,ondations of the federal 

Cpen L'&r ct Co=i ttee. This 'liaS to ~~~eet a specl fie 

s~ tuation. Since the fUnd "'as oripnaUy set u,.., 

:oo 

t •cre has ' een a considera~le chante ln the eeneral 

busl noss , fiscal and monetary s · tuation . !n the 11 rt.t 

of the changed con~i'ions, it •ould ar•·ear to be 

approrriate to aca r t the orcration of the fun~ to t he 

chanr&d si tuation, since it has t he aev~~tare of 

flexi' ility in opera~ion , ~~Preas , changing reserve 

r equirecents , for example, does not t.ave tt e same 

tt.Avn.ntas:-es . 

''You might ask wr;• t hl s saoe thing c<'uld not be 

aeeom-l!s~.ed by scme otl er means . T'nat -,d£t.t be p• u i !>le 

if the sole censide ration wore only ~o create a~ditional 

excess reserves . however, 1 do not tt1nk , under present 

conditl ens, we "ould be justified 1n carrying out <-pen 

market opera ~icns or in reduc' ng reserve r equirements for 
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the purpo'e of creatlnR more excess reserves. lnstead, 

i t i s obviously more appropri ate to ta~e the rroaent 

action which has t he effect of addlog to bank reserves, 

while relieving the Treasury of borro':rlng for the rurr.e>se 

of kecpln; t old acquisiti ons fr~ adding to bank 

reserves . 

""s to the question of wha t ef fect it mirht be 

•xpect ed to rAve, J woul~ not went to venture into the 

real~ of or~rPecy, but i t ~06~~ to me that if i t tends 

t o have any ;:-.onr-tary innuonce or psycholo!'ical effect, 

it would not be deflation~ry . As y•u ~11 note rro~ the 

7rcasury state-ent, , old thut is >d thdrann from the 

Treas l' r.)' ~:i 11 not be deduct ed from t he a!llount of i ncomine 

old l n rr~rutinc t he . 100, 000, 000 qucrterly. The rold 

so d t l>d ra-:m mll rrovi~ o an equivale"t a'!!ount or cash 

und thus ~~a>e t re rublic debt les: hy th;s lll'IOunt than 

~rtl~ othe~se bo the case. • 

l on' t ~·ou :nean, s ir, that 1t 'rlll prevent nn increase 

t>y that amount': 

"It ·•1 l1 l'lake the public deht l ess than otherwise would 

he tho <' asc, either by pr ovent int; an increase or by 

rerlucin - the de~t, whLtever the si tuation is that ~y 

devel op. 

"As to the reason for a flrurc of f lOO, OOO, OOO quar terly, 

l t , of course, tn•es a~count of the general move~ent of 
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gold at this time lind, in effect., I"Uts a top on the 

amount that is to be perru ttod to flow into the monetary 

base, so that from the s t andpoint of the Reserve System 

'lf8 know tl"e roaxi= a-,vnt that MY be added to tho 

reserves in any quarterly rerlod as a result of the action. 

This •ould not be the case, for instance, if des t er i li zation 

wcro to be entirely discontinued . In that event, of course , 

the a.mount t hat "'tOul d flo·• into excess reserve~ would be 

unpre~ table and depend largely upon ho" muct foreigners --sent to us . 

"71th rerard to the ti~ne of t ois rnrtlcular action, 

t~at is al-;ays a ~:~atter of judgeent, but lt seems to me, 

in the l ight of the cha"fed si tuation, as compared to the 

tlmo ·rhen the ~ollcy wns in~tl tuted , thnt under present 

MOnetary, bus5ness and fiscal conditions,t~is action is 

ar" ropriate. 

"As 1 view it, thi3 adantatlon of the ororatlon of 

• hr !'und relntcs tn th1s -:rhnle pcneral chanf",'d pl cturo 

and 19 occasioned by renoral considerations ·rhich r hnve 

outllnec and not ly a~v one consideration by ltsctf . 

It would t• a mistake, accordinr l?, t o assu~e that I t 

Is rrc111-ted , for exanple, by purely r:onetary or N acal 

considerations or t l at it is retarded as anythinc in 

the natu re of a ma:or o~ cure-all move . It Is, ns 

l t.avc said, i n line with the desire to adapt the 
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operation or thia fUnd to chanred condi Uons , takine

into account varioua element& and considerations that 

exi st in the picture at this time. • 

103 

Mr. Chairman, juat how wil \ this hurdred million d<'llars , 

if you get a hundred million drll ars i n ~old every quarter , 

hell' bus iness? 

1 -'idn 't say it would help busjness. 

•tct is obviously the undertone of ttis •hole thing • 

Well, you can r1•t "hatever interpretation ~·ou •ant on it. 

,fhy tte need for 1t then? You simply call it a situation. 

It does two thinr~ apecifically, as I stated here . I t 

does add to the excoas renervcs and to that exten t it i s 

in the di rection of certainly a condition of monetary 

ease . lt makes it unnecesoary for the Treasury to borrow 

~oney f<'r the rurprse of s t eri lizing incominr rold . 

The banks are already lull ~f excess reserves . In 

otter >70rd~, you arc juot bl udreon: Dl' ot!.cr <::cney out of 

the hanks -- ~AkinE the~ fin~ a place where they can 

earn sc~ money becnuse they are loaded with excess 

rese::-ves . 

Well , t~e banks hnve nhout & billion four hundred 

mlllion, total excess reserves - - t hey have had t hree 

end one-hal f bill ion and they had three and one-

half billion when the reserve requirement was only one-

half what H is now. 
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\Yell, that ,1us t s hOIIl thot t hey don 1 t need any !:lOre . 

l don't t hi nk t hat an increase in the r eserves in and 

of the~elves i s roi ng t~ do other t han assure a 

con t i nuat ion of easy ~ney an~ t o the extent that 

psyc~olocically t hat is favorable, r.:y it is t hnt cruch 

t c the {Ood. 

·~et t , can you t ell us who is r oing to be influenced? 

?usincss can ' t get t he money n~n and t~e banks alreadv 

l1ave H . 1 a"' ~ust asl<inr for a story - I don' t want 

to hec ·lc, but 1 ~ ust don' t want to pet -- l heve to 

write it. 

1 coul dn ' t tell ycu who is going to be influenced . 

It ' s our poli cy, not mine . 

:o~ 

That is not a <'olicy t hnt t he Scard has adort od -- this 

is c pcl ic)! t ra t the Treasury has adorted a'ld t he Board 

has agreed to it. I don't want to p ve the i~~pression 

thnt t he l!o .. rd has !n~t!t.tcd this ; olic:: \'oecause 't wouH 

be unfai r t o the Board . 

Thnt ' s l i ke sa)!ing it would unfair to the Treasury. 

It wcul ri he unfair not only - -. 

l clal~ t he rhl l d. 

'he l n.st one was n• t. :'ours , was i t ? 

!!avo yc-u some place al one t he line determined that 

exce3s reserves are too l ow and sr ould be lncroased? 

Regraded Unclassified



~· 

.. . 

A. 

.. 
... 

- 11 -

·.Tha t is the situ"t ion - the l!C'nrd i c either willinc 

to sec excess reserves incroaoen . 

I t is willine - it h.s no objection . The question of 

increasing reserves nt t t is tir.:e by tl"is aDOunt 1<1.11 

105 

-.a o vGr:· little d11fer£nco - whet: er t t e reserves are 

one Htlicn four, a billirn s ix, or elgrt , or two billie"> 

i s ot r natter in itself of very much lrrrortnnre at thi s 

timo. 

vou Sby th~t the Po~rd is ~llin~ th: t the reserves 

!ncr t:ase':: 

~e fioard ~cs -o ol~ection • 

1 f s arybC<iy as'<ed fer i tl 

Asl od 1or w~at'i 

7hut more ~oney ro into the bnnks . 

'lhu "hY t · e action· . 

,·,t-.y t.l.e &ct.io ... l 

Certt inly, they've cot ~ore l'l!'ney now than they t· n~-.. "hr.t 

to do 'Nith. The;' rio j'Ot I! pre fit out of hie ('lorcenthau•s) 

chisolllnf rrtc . I'll ~alt aft~rwards and you can spank 

t"e (lin tc- t:>e Secretor:·) . 

"ell, duri ng tl:c sltunticn toot existed, t<>ld waa 

st~rillzed , as a result of the Covernmant borrowing 

monuy to do it at n time durinr an i nflationnry roricd. 

Thero roul<i seom far less j ustification to ht>rraw money 

to sterilize gold during a de!lationary reriod. 
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'fell, then, this is an inflationary ~ove! 

It isn 't deflationary. 

You ans,.,er cd in the ncrativo and 1 ·.~on,ler if you 

would express it in the r os t ive. 

I wouldn' t expr ess it i n the postive because J don 't 

know that it will he inflationary . The only way i t 

could be infl~tionary was if it tended to cause tho use 

of c•edH. J ,.oultln 't went to venture any such rpi nion . 

"r. Chair.,..:> , you !aid t • e purc<.>se of cutting rlmm excess 

reserves was to remove an inv~tat' on to inflat ion of 

credit . 

T.~en did I say thatl 

Cne ni ('ht. when >~e wore ~own at your of fic• on a similar 

cccasion. r aybo a yoar &f.O · 

;Vpll, o f course, we in err a sed reserve requi re'll8nts . 

Yes , because of the tremendous a~unts of exress reserves 

~istinc at the ti~s was an invitation to credit i nflation 

&nd you ~anted to st~r t tat and this cs ~ reverse action. 

~cs , t hLt's r irht . Tto time of sterili•ation was a year 

aro Dece~ber •hen tho ro was a ~ uge ~ount of r old coning 

in the count r y and when there ;,as a very rapid credit 

exnansion under way anrl a ver y r apid price advance . Tho 

sl tuation is tho revor se today . ':ihereas the Treasury 

no dcubt felt ,1u~ t1 fied at that time t o sterll17e rold, 
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ut the present time tler e io a good deal leso r eason 

und jUDlificati on for aterili7ation t~an t hor o ~aa 

ut t hat t.ime because of the ehanr ed conditions . 

1 would like to ask this question, sor t of jointly• 

vr u have talked about ~ronet·.ry ease and hO'ff tl1a 

fneilitutes t hat. t~ine . !low one very ol'Vious 

charact&rlstic of monetary ease is interest rates and 

it r.ns been quite obvious from t he figures that both 

the Treasury anc rodernl Reserve ~~ks have been 

a~-r~tint t r eir brnd aecr unts in such a way aa to 

c!l ~ccuraw hirher rr1ees and 10\tPr yiPlds l n tho 

bend rr.nr ket . l•o;v how docs t his , wl•ich tends to 

107 

increase !\:nc!s for f rivato operation i n the bond IMrket, 

S•jUilTO then rlth this r<prossi\e action? 

.~ell , l don' • 1-nnr t t.n t it would have that effect . 

.. rcn' t excess resc rve5 rr' m.-.rily in a si tuatt on like 

t. his, reflected in a l ond N.rket activity if they are 

r flnc t c-d anywt.ere~ 

t'rt neeesst>rHy. Thoy ma;• 1 o reflected in very hlch-

;rode bonds and very t ill-cdrcd ~r.ort soeurlt'oa . 

l hcy "BY net be reflected that ~ay except in the money 

Mrket; rt.en you W!ke the country as a whC'le, excess 

r~set·ves in so100 &rcaa :r.•y have an entirely different 

orrcct t~An in otler nrena . ror lnstance, if ttore 

should be a demand for FilA i neured mortraee or Cr,..odi t y 
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rr~it debentures that are being ~old , thore i s more 

than nerely tho question of Covernment bonds. 

<ell , can you square up for~ this business of, so to 

speak, cof keeping your hand on t! e rovcr r ment bend 

rnarl:et nn• at t he S&!r.e time ru tting ~ore fUnds out 

a''t. 11a~lc for tt-e MJrchase of Covcrn~ent t-onds . How 

do tl e tt i nes .-rork tosether? !t looks t.o ... like t ho;o: 

-..cr~ ut cppcslte directjcns . 

-. u, ~·cu haYe already, cf r~urse, f'lt a ve"' larr~ 

aMOunt of fends ~utslde of tho ~ank• . The banks are 

n<>t n•ccssarily buyer of bends. -"S a t'l4tt or cf f act, 

the total bond s ' t l&t ·on -- the ban~s during the past 

:LOB 

sh mcontha, o.s c Mlol• , have not increased their ho'din£8 

o~ Covor~ent tends . The stronctr of the bond ~~r'et ls 

~uc ~ rurchases ty !jC\'!.e savirt s banks, 1n!uraree CC"I!J"&nies 

and in\estor • vue to the ahsonce of OpPortunity t o invest 

i n other ficHs so that ruttinr ttois ln tho tanks does net 

:>cccssorily - -

-:.-en, lt still sooms to"'' t hat H incrcnscs the invlt~tlion 

to • anks to "erlnco the lc•:ormrents they t curl:t a year ago --

U~e any ot~er investo- '""0 asslll"Cd , and accurately sc>,H 

rccs lnto t.le bond market • 

. ,el 1, to the e~tent that lt tends to induce t he banks to 

invaa t in any field, that is a s~und rlace to invest -- to 

th~t extent it ls thnt lmrortant tc the Oovernment. The 
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action, 1 knc-, of the keaerve System, and I supnoae 

the Treasury for that oat ter , was to more or tess tend 

t~ stabil i ze tho market , thnn t o t end to fix the interest 

rut.e, tt at the gyrations L>ot h down a.nd up ar e bnrl and if 

t here i s a huge demand and arrarent1y a sucpl>, there i s 

no reason the ncsorve :ys'en holding its l on1 - torm 

ttrt!'•lir;- nnd ros1!bly the Treasur y - it wou' <' be n 

bad ti"'" 10r the Treasury ~o co int.c the !Ulrket when 

ett ers are In and i t l!lirht bt a~ advantn~;e to transfer 

frc:n lon, - to short-tern just as they h<:vc from shert 

tc lonr • 

• \ill y< u cr.M, !or.vtlrd no" w:i th an Cren "arket 01 eration 

to ~:cor l l o rends from 'oint up? 

Ch , t te lieserve Sy•tol'l is constantly - we .,on ' ' 

necesshrily cl Wif£ any rolicy because of t his . 

-ill you l!kcly continue ttesc crcraticns fron ben 1e 

tc Mlls: 

j ~rulc!n ' t want Lo st.~' "7t.n.t. t~e ~n Parl-"et. Ccrit.tcc 

mi·ht do . : nn jus• t ell!nr ycu whnt t~ey ~ave done; 

frcr this mir ute en 1 a~ mal inr no cc~~tment . 

The last couple of ~ sys the foreirn exclianres have been 

u~ and down; can you tell us i f there has been any 

encate~ent o; f Old for foreirn count r i es thr~us~ tonirrht l 

~e answe~ is no . 

1'r . Cl:aiman, do ~·('lu eJq"ect. these rol d il"'mmrts to continue? o 
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J don ' t knew. n .erc i s , of crursc, domestically mined 

ro'd and this i s cominr, in from Canada and ~'rocico which 

i s so-ocwbat ll l'ely to continue , It is scMewl nt diff erent 

from foreirn capital t hct was c~f over ~ere ur unti l 

l.~st smr"'1er . 

!'r. :ecretary, could yru •ny ho,.. t ' is thirty r-1l11on 

~ill bo rel eased? 

Tt.c nor mal way - - just the way IVe ceposi t a n;.r ctt•er 

· -~ncy. lt will be ~one in a day ~r so. 

''r , :hnirr~<n , is t hb ·~u"-t a:- i sclatec decision or is it 

crn~ect~ wit~ a £ercral A1~~nJ~trative rrogram f~r 

rt covery such as the l ouc' nr crorram? 

r en: 't srea~ for ~ther than thi s tlctl r n here . 

:·r. r:1 ail'1".an, ·,-ould tllc.t ~loo, oco,cco figure bo flexi ble? 

C01olcl ~·cu ehan;..e tl ;.t. r r no " CU inter.d t c chance t hat 

situation? 

('f course, tt:e wt.ole !nstn-ent i s flexitle, j ust Uke 

nny •cnctary ro· .. · r • have rot t o be . "'ihc.t you mean t:· 

thnt. is that. is 1t l ikely te> he PC'O, POO , OO(I or 

l ~C', COO, C<Xl? 

·.~ell, I tllinl- t~e st.l.•c,..ert srea ·s for lts~lf . It. says 

unti l further notice . 

:~anV. you , r entlcmen. 
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On D~co .. bor 22 , 1936, t ho Socrnt::.ry of tho Tronaury stated t ht- t, aft or 

co:>forr1!1g rl th tt.o Board o f Governors of tho Fodorcl ilesorvo SyGte:J , ho p ro-

poeod to t rko approprlt>to notion with r ospoct to not ndditio:>nl ncqu1e1t1ona 

or r oloc.aca of ;-old by t ho TroMur;r Dcp?rt=ont whonovcr 1 t wos doecod c.dvi&-

o.blc o.nd in t he public i n toroet to do so . 

In pursu"Jlco of t hn t policy, t ho Socrotnr;.r of tho Tronsur;r , af t or con-

tcrring filth tho Bonrd of Oolvcr110rs of tho l?odorn l iloaerve Systen, t odny 

""-~OU.'lCOa that ;;old ncqui rod by tho o ints 1\:ld :>.U\'f offices after J onu11r7 l , 

1938, frill bo included i n tho IMctivo Gold Aeoou.'lt only tc t ho extent that 

such acquisitions in any ono qunrtcr exceed $100,000 ,000. No ~e ia bo1n& 

~do in tho ).:lrocoduro flhoroby any .;old r olonsod b;r the :.>1nts and naaS¥ off1coa 

1a token f roo the I nactive Gold Account . 

--oOo--
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~, \o •••- t.bat. U la pa 4 W, tor -~•p.~•.-•,, llir IM"I;r 

-'-'7 .,. ftMal -··d-u-, 01' ~ u 1a "' t t .. 

~ 1a '-be MWN oC a -.101' 01' - dl -· 1\ ia1 -
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FOil IM!tEDIJ','l'l: l!ELRASE, 
~londey , l'obruory 14, 1938. 

'fnahint;ton 

Prase Sorvico 
llo . 12-51 
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On Doco:.>bor 22 , 1936, t ho Socrot:~ry of tho Tronaury stated t ht-t , after 

conf er ring 1'11 t h t ho Boerd o f Gover nor s of t ho Feder al ile sorvc .Syateo , he p ro-

posed to t rko appropr iate act ion wi th r oopoct to r.c t Qd~itionnl ncquiaitiona 

or r oloneoa o f 0~ld by t ho Trensury Dop•rt~ont whor.evrr it voa doone~ cdvia-

able A.'\d in t he public in t er est to do eo . 

In purau-mco of t hnt policy, tho Socrotury of t ho Treasury, o!tor con-

forring with t ho Bonrd of G~vcrnora of tho i'odor ol :les·l r ve SysterJ , t odey 

announces t hat (;.'O ld acquir ed by tho ointa n:'ld nsa11,v offic es after J n.nunr)' l , 

1938, will bo i nclu~od i n tho I uaotivo Gold Account only to tho extent that 

euch acquh1 tion a in any one qUI)rter oxcood $100 ,000 ,000. No change is boil'l() 

r.ade i n t he p rocedure whereby 1>-'I.Y ,:old r olonaed by the ::>i nts and assay offices 

Ia teken froo the Inac tive Gold Account. 

- cOo--
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K E K 0 R A N D U K 

February 14, 1938 . 

Re: Hungari an debt . 

Yr . Bell came to ~ house yesterday a t 12 and 
for three quarters of an hour we worked on t he Hungarian 
debt . 
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Februar y 14, 1938 

11: 30 a . m. 

":cetinr; of Secre t a r y with Col o ne l Harrington. 

H:.I , Jr: I won.1ered if you could ~i ve ::.e, boiled down 
sol could thi 'llt a bout it, the stuff float i ng around about yoo. 
~ello~o ~!lnting to go i nto t he houoing business. 

Col. H: I t hink I can ~ive you ~nat I knor. ~t. 
Of coursP, we have talked for a year and a half, Harry 1rlrd 
nll of us over ~here, as to ~nether thPr e was some possi b i l ity 
or br1n ·in~ relief labor into t he housi~ situa tion. There 
is a housi ng !)roble:JI in the country and we have t o employ t hese 
oeo;1le ,.,!-\o are out of Jobs . tlo~1 , obvi ously , it i s soMe t hing 
on which no move coul d be made unless t he President 11anted it 
done. 

About t ,.o IVeek s ago, Jimmie naked me t o d rnw u!) a 
mer.tora n<lum as to t h e way i n whi ch W?A c011ld move into housing -
al"O!pl y a meuorand um for the Preoident ' a considerat ion. And 
I d ld that and sent t he me .• or andum to t he White House after 
t •lkin1~ it over wi t h !lr. J esse J ones t he plan being -- a nd 
underst 'lnd , I "taB not pro:•oting lt, i was s l :oply !)resenting 
ooes1bilities • ..• 

H:~ Jr: I :l:lderst!lnd . 

Col. H: ••.. that if co~~unities or housin~ authori 
ties sponsor ed a proj ect for t ~e construction of low- cost 
housing, tnat ne could fur nish the labor, ~·h1ch is, roughly , 
nalf t h e cost , and they could finance the cost o f materials 
nnd acquis l. t1on of t he site , 11.1ere necessary , by loans from 
the !\. F . c. or by private loans , if they preferred. 

In othe r words , the labor 1'/0Uld be a s ubsidy -- the 
~11lC'es o f the l abor e r would be subsidized. And that we could 
build unito a t an a verage cost of anpr oxi mately ~2500 for a 
rou'"- room unit , which I %now that I can do. 

is, 
nre 
the 

Now, I ce.n ' t do 1t entirely with r elief labor -- that 
peo~le ~~o are certified i n need of r elief, be~ause t here 
~any places where ~e have not got that s ort of !)eO!)l e on 
relief r olls -- carpente rs, bricklayer s , painter s -- b ut 
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we can do it with the unemployed and people who are in need 
of a Job and t hey could be oerti!ied to us by t he U. S. Employ-
ment Service. 

HM,J r ; Is Captain Lord one of your men? 

Col . H: No. He is working with Wallace, but he i s 
Corps of Engineers man and I ~ould SAY t o you, 1! this thing 
rere put on WPA, I wa s expecting to ask t hat Lord be allowed 
to come over with me, because he has had some tre~~ndously 
valuable experience •..• 

HU,J r : No question. 

Col. H: ••.• and he is a darn able fellow. 

HU,Jr : You see, t here are so many or t hese people 
sitting up n1-hts • ••.•• 

Col. H: Hr. Secretary , t he whole t hi ng in Washington 
nbout this whole housing si tuation is so damned confused t hat 
i t is very essentia l, in my Judgment, to cl arify i t . Jimmie 
i s having a conference a t 4 : 30 t his afternoon. I am to go 
over. I don ' t know who else . I think it is very e ssential 

Hll ,Jr: The l'tay you outline it , I think the way l.t i s 
now, it would Just contuse t he t h i ng more . 

... 

Col . H: I said in t hat mer.1orandum inclosing it t hat 
t lus involved a very serious decision as to policy and what 
the public reaction woul d be would be sooethlng t hat required 
r.ei ~hted considerati on before ~oins i nto it, because I t hink 
' r!vate constructi on - - i ! the Government a ctually went i nto 
ho'ls i n~ nt this Juncture -- t he priva te buil~ing industry would 
be incli ned to t hrow up their hands. 

HU,Jr: I f you did , I think i t woul d kill Stewart 
i!aoDonald1 s work. At this s t age , I think 17e ought to do 
ev~rything to help hi m. 

Col . H: I hope I made my position cl ear and that you 
underst and t hat ne sent t his t hing as a possibility !rom t he 
President . 

knPw you 
Y:nAther, 

HI~ .Jr: I Just 17anted to get it fro m you clear a s I 
,.,oul d give 1t to 1e clear . And t he other t hing was 
!rankly, whether you were stumped because you di d not 
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AVe enougn projects to take care of t he additional MOney. 

Col. H: No. 

~t:l,J r : That ' s all I wanted to know. You are all 

ri ·ht f' G you a re without going into t he housing game? 

Col. H: That ' a right. 

Hti,Jr: That' s what I wanted t o k now. O. IL 

Col . H: As a mat ter ot t a c t , what Jimmie said , he said 
t.1e President would like to have t h i s explored ni t h t he poss i bility 
: . .at ~e cay want t o use it as a d r amat ic gesture a t sorne time i n 
: .. e f .t t ure. 

Hll , J:-: Well , he has no t asked me ye t, bu t 1 t he does I 
cert ainly want to nave a long , l ong t alk w1 t h Stewart ::acDonald 
beforl! '"e do t his. 

':fell , I nave the t •.1o thi !lf"S I vra nt . 

Now , t he third t hing -- 11hat is t he st.'i tus of the Ne~r 
Hacl:ensack ai r port ? 

Col . H: We a r e goin£1: to start work on t hat not lat er 
t:W.n the l Sth of t:a rch . We 170Ul d r ather not s t a rt YIOrk now. 

t rees? 

1 • ! 

HI! ,J r : What a r e you goi ng to do? 

Col. H: Pa ve t wo runways. 

Hll ,Jr: Oh! Good! Go t nt; to cut dc~n some of t nose high 

Col. 
will. 

H: We •vill it ••e can. It we can arrange 

HI1, J r : You are ~oing to pa ve two runwa ys? 

Col. H: Yes . 

HM,Jr: Ho1'1 l or.g? 

to d o 

Col. H: I hPve i n mind 2400 f eet a nd ~ .oco feet. As 
aa 30on as I ·e t a plan on it, I t hou- nt I woul d a sk you if I 
could come over and snow it to you. 
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IUI ,Jr: That's decided ont 

Col. H: Yes, assuming t he President will aoprovo the 
QroJect . 

HJ.t ,Jr: He will. You sn1v t he letter Jimmie wrote on 
lt. 

Col. H: 
'"Orj:1n~ see.aon 1s 
r:l1ddle of June. 

And what I want to do ie start as soon ae t he 
good and I t h ink we will have it r eady by t he 
Do you think that will be time enough? 

lfi! ,Jr: Oh, yeet That' e all right. Because t he ot her 
day I ·7as up t here and tney reported the field in tine condition 
and 3urke landed anc , being a good oilot, he took oft to make 
aure t .. nt ever ytr.in3 -,as all right, but he wouldn1 t ta.1te me in 
t .. e plane beca:1se his wheels ~":"e re sinki ng tour inches, and when 
I r:ot there he said , 'I am sorry , Ur. Secretary, but I am not 
<O'Il€: to t ake you up.' The he sai d , ' Would you mind taking one 
of ~<IY men , lignten1ng t he plnne t ha t much a nd, ' he said, ' it you 
···1 sh, I 1•1ll be more t han pleased to mee t you at Ne11ark. 1 But 
lte woul dn't take me up . · I told that to the President. 

Col. H: I finally ~d to go to Col. Johnson myself, 
because t :1e people we normally deal 17i th over there all hnd 
49 d1ffer~nt reReons why it should not be done -- emergency land
in; f1elG and t hey had not paved any of thee a nywher e else and 
1! they paved this one they would have to pave elsewhere , eo I 
sa~ him and told hie 11hat hie subordinates were telling me , but1 
after all, t he President says he wnnts t nis done; I don't thinx 
elt .>er you or I should be t elling h11U "'hy it should not be done, 
and he en1d1 absolutely; that was hie opinion,'and he called 
t .• ose people in and told ~eo t o forget all these beauti tul 
nr eume n t s ••• 

HM,Jr: Fine! 

Col. H: It' s moving . 

Hli ,Jr: The President goes up Friday night. After 
all , you can1 t f or g et human life , One a r my plane carrying 
!:is mail will be t here a l'leek. One crack up -- $60 ,000. And 
I don ' t think any pl ane the Army sent up would be lese than 
tr~t . There is i ce in t he river , so t hey can ' t send up an 
Amphib , so they won't be able to use it tor one week. Jimmie, 
1f he has to go up to see his father won't be able to. One 
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sol1c! " eelt, a plane won' t be able t o l and. I t is Just silly 
•,Then t he President is there. But the fac t tbe.t -- I don't 
know what's t he matter , but when I get something t hat t he 
White House wants and i t 1 s reasonable , I try e.nd do it . 

Col. H: So do I, Llr . Seoretary. 

HH,Jr: As I say, for one solid week , neither t he 
Army nor t he Navy, whose ever J ob it is-- and Just one oraok-up 
"ould mor e than pay for t hose runways. 

Col. H: Well, we will have t he runways by t he 15th of 
J une. 

!W ,Jr: And t he m.Un thing 1n t he back of my head 1e 
t he ~ove on housi ng 1s not because he does not be.ve enough 
proJects. 

Col. H: !t 1s not . 

oOo-oOo 

12" - v 
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February 14, 1938 

This is what Haas prepared tor t he President t o 
use , but ID.I,Jr said he did not t hink well ot the speech 
and he knew t he President woul d not use it. 
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TREASUitY DE~Afn'MIENT 

11. A. Barrie 

.. 

Tbe f ollowl.lll& t.......CUOD! ""' eac:u\e4 1a U.. • .., torlt •rb\ 

\ oda¥1 

Ch11 same. Rt\lr--t e114 RhU111\z &""• 
$3,000 ,000 TNaf11Z7 ~ • •H eolcl \o.S., for \be ebo•• eeeOUIIt, 
l"or111C e btlance of $1.&,695,060 to be eo1cl. Retail• follow: 

$400,000 3 1/4if, 'l'Ha!11Z)' boll4a 1943/46 ,, 107.21 
1000 000 • • • • at 107.22 
&00,000 3 1/4/f. • • 194.4/46 at 107.19 
&00,000 2 ?/81> • • 19&&/I!IJ a\ 102.10 

d•l500•000 • • • • at 102.11 
.ooo.ooo 

The h4era1 ll.,eru SJ•t• aocouat eo1cl toda¥ $4,890,000 Tarloua 
'l'rtUUJ')' boncle !llcl rep1ace4 ~ ri \b parcb!!" of a lllot par 
u owat of ~ar1oua 'l'rea!UJ')' not ... 
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TREASURY DEPARTMENT 

IN'T"at OP'P'IC& CC* .. UN&CATION 

DATW• Jobl'Qal'J 140 1938 
To S.cro\er,r Korcea~ 

4 !hori wnklr r'!ln of th• 

0oY!1'1MJli tfCVl\r vrgt 

Jollowill& -.11 frec\ioul 4ecl1neo oa Kondq of \he pal~ WMll: 

pri.:.o of Trea1U17 bcndo turned upward and clo11d \he WMll: 2 to 6/3aM.o 

il1ghor. Conoidorablo b1171DC interoot wao ..nunt ao onoral larco 

oniDCt banll:o wore repor~od ~ be ""king bondo, ao well ao banll:o ia 

New York and other parte of tbo countr,r. RowOYor, tbe largo commercial 

bank• in Jew Torll: contianod ~ coatine aoo~ of tbeir purchaoeo to 

TreaaUl')' no~ea. OfforiDC• wore ocarco and purchaeea of largo blocll:a 

could onl7 be .ado at ritiDC pricoa, w1 th t he tlaul ~ that turao't'lr was 

relat1Yil7 light. In tbo enrage, Troaaur,r bcndo gaiJ>od abcnt l/8tb 

of a point and are now abcnt 1/4 of a point froa their bight of tho 

year, reached on JIUilUiey 18\h and 19tb. 

In tho Troaaur,r note .ara~ 1nteroat no pr1Dcipall7 in \he 

•righta• and tbo lODCir aaturltioa, although all 1111181 adftllcod. !'lie 

March 1938 .aturit7, or •rtghta•, cloald tbo week at 101,? bid, 101. 9 

offered, Up 4/32odo, which 1t a full poillt abcYI a •ao 7111d• baala, 

Other .aturitieo adYanood 2 to 6/32o4o which placoo \he notoa onl7 a 

thode off froa their hicbo of the 711r. 

Daaoatio oorporatloa bonda .... alallblo roco•erloa du%1nc 

the paat wooll:, Ballroad lanoa had tbo largllt p.iaa, wl\h aftllablo 

noragoa of rallroa4 bcllda roclatorlnc pilla of aboat 1 3/4 polntae 

1n<hu~r1ala aboat 1/2 polat alld pabllo uUlltloa allout 1/8 poiat. 
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p.alara' Portfollot 

'l'otel bol41QC a! ~nn.nt aecurl Uu 'bJ d.Nlera apln decreaae4, 

wl til the 4rop 1o Traaftr7 bondt acc<nmtlJII for the creater part of 

the deer..... Detail• era chen ln the te'ola 'oelow: 

Treuur7 bonde 
'l'reaauq notea 

I I 

Treuury billa 
H,O.L. C, bonda 
r.r.11.c. bon4a 

(in ailliona of 4ollare) 

. . . . . . . . . . . . . . 
(matur!QC w1 thin 1 year ), • 
(uturlac ri\hin 1-6 , .... ). 

Hol41DC 
Pe'o, 6 

26.8 
41,6 
31.8 
1.8 
6,1 

_.ki 
109, 8 

Bol41QC 
:!'e)!. 11 

10. 6 
40,4 
30.8 
0.8 
2.3 
~ 
8?, 2 

Chp«t 

- 16,4 
- 1.2 
- 1.0 
- 1. 0 
- 2.8 
- 1.2 
- 22.6 

No .. tea were ude laa\ nelt tor In• .. tmant Accounb and the onl7 

purchaae wee $1,000,000 of 'l'reaftr7 bonda for the account of \ha 

Go•ernaent Life ln.urance lUnd. 

Jun4e awallabla for inweat.ept (Feb, 12. 193§) 

Poota1 Sa• 1D&t Syatea •• , , • 
Federal Depoo1 t ln.uranc e Corp, 

On Pebn&arJ 8, 1938 1nwutmenh in <$ epac1al '1'reaaur7 notea •ere .. ,. 

! or the accOUDt of the Poo\al Sa'rlD&• S)'at• alii! the J'ederel Depoeit 

loourance Corporation, .. ell l n the -.=t of $15,000,000. 

Jedanl Raaern Snte 

Durloc the paet week (calen4ar) the Syate aold $6,6 111ll1on Treaauq 

note o (~ dne 3/15/38) ud $13 aill1on 'l'reaauq bonds ud replaced 

those ealee 'bJ purchaeee of $5 million 'l'rea.ur,r bondt, $4,5 million 

Treuury notao and $10 million TraaeUl')' b1lh. .t.a a reoult ot theae 

tranaactlona, the total hcl41D& of each tJPA of aecuri i7 ahon the 

tollowioc chancel 

TreaaUl')' 'o1lla 
'l'reaeury notea 
Treaaur7 'oonda 

+ 10 llillion 
• - 2 a1111on 

• 8 mllllon 
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tr_,., lie~ 
1. a, PU&IC BUI.ft IIIA'fiCI 

!I!PlW!TP 101 m '100'9 O.t~ Feb. 14, 1431 

With 1iHri t.al')' llorcootbau , I -rerred wltb the Proa1d8at 
a~ 11 4~ P ... toclq 1a refor.- to S. ~2110, 11¥ Sozaat.or I.e Pollotto. 
At t ba oo.taet tile Pr.o1c1ut appoar•c1 t. J "-line tho ..,,.....,.,, oal7 
;~rorid..:l f\ladl tor tho Publio Boa.Ub Sonioo tor 1 t.a llduoa.tloaa.l a.ad 
otbor wor..t a sa1Ait t h o ••a ..... l dlaoa1oo, beea.uao be •tatftda •I t bl.lllt 

1ov. caD c1o all or tbo ..:lu,oaU-1 work 7'» a ood t orr abwt a halt .Ulloa 
dollar·• e year." · -

· ~:.. 

1 upld a ed tlwt -t or the l'llac1• autborheci -.ld "- ll~ 
tor vuta to """'· " 1a • ..,.., ... eoapa.rablo with 't.bo pr .... , !'laot• .. sac 
of T1tl• VI of t bo :.Oci al Seouri\7 .&ctJ \bat the oppropriatlou were 
a11t.boriaed oa aa 1aeru e1q boola 1a order t ha t thr -11&1')' .. obiael')' 
could "- .obilia..:l cA<I por...,d t.r aiaed l t h. t tor ~rq -bort t lao p...,. 
uaa it wu iapolliblo to MOUre coapetut poraono U t ho Fecionl Go9-
al'Da•t expect.ed t o t~rw.i.M tot it. eupport ftt tho ead. of two or t hree 
yet r•J that the aao~t or t ts,ooo,ooo would r~proooDt a bout ODO-balt 
or tho .-1 oo1t o r doiq the Job. 

Tho frelldoat expre18od oppoli tloa to cooo:&i t tlAi 1\atve 
Coofiro•••• to 111cb oooaldo,...ble _te, po.illtod 014\ t btt eYea t hOIIIII 
tbo $2510001000 •• olllJ< aa autborbation, Coa&r••• would be apt t o 
: net•t. llpo& oppropriat.ioe of U.a t\Ul ..-t n on though .-Uor -t.a 
wor. re-ad..:! tv tho TreaOUl')' llepartaeat, 

I celled attoat.ioe to tbo f act t bn 1f oppropriat.ioDI ..... 
alltnoriaed oelJ tor three Jaar• lt -.ld "- MOOII&rJ to oo011ro -o'-" 
• •at or aAotbar l •·• e\ ·~• end ot that U.. 1 t coatlw1ai r;..da nre 
to be nailable, 

!be fre a.ld .. t otahd tbat be ~ a pproYO eu*orbati-
for Oppropria\i.oae for \ba firo~ \brae J 8AI'I Of , ~.~,000, $6,0001 0001 

ao4 $7 1•X>O, OIY.l r••peot.ln~ . Ho dooa aot ap11ron la&ielatioa wblab will 
autborila 1pocltio &aD~~Ah of ap;>ropriat.ioaa tlwr...Ctu. Bo I \I&&Oita4 
~b&t tbe 1•&1alat1oa 1t.ato t bi> lat•at ot c-cr .. • to -ts-. to ualat 
tb& at.ateo 1a t he eo~~trol o.t tho -real diooo1ao, t.ba a w r.rbU-
i.1l t.ba OIDII ot tho u.reo JO&r period w bo Mte1'1dMd tv tho atate of tho 

f ru"1'7 aa4 the ....S. of tlle a ituatioe al pr .. o..tad troa JO&r to JOOZ• 
Ia ot.bar wordo, tba Prooideat dooa aot .-s>pooe a -\1ala& a uth:>rha\S. 
tor appropridloaa after t bo first tbreo J oara, 1o .uu.,; to baYO tho 
llUl opaeii)' tile -\a to bo appropriated dlli'Uc tho filet tbroo 7eara, 
~>~it :looa Dot a.ppron author1aat1oe !or d8C1Dite -t• t bor • oftor. 

(Sl~) r-.... rarrea 
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TREASURY DEPARTMENT 

INTO O P'.,Ca COWMUN.CAT\OH 

OATO Febru&%'7 14, 1938 

•• Secretarr Morgentbau 

,... Herlll&ll Oliphant 

For your intoraation. 

In r egard to the Genesee uttar , we are to bear from the law;rer a 

Wedneadq. In the ..esnU.., we haft suggested to Fro.Jlk, and he baa -creed, 

t bt.t llr. Maltbie be ginn an opportunit;:r to look over tbe proposed plan, 

there~ ahcrtening the time it will need to be before hia. 
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Tr~aury Department 
0. S. ?OBLIC HEAL'l'B SERVICE 

IIEXO R.ANilUiol 

IIDIO!!J.NOOll FOR 'l'RE RECORQ Date f eb. 14, 19S8 

Froe the Sur,:eon General: 

To : 

With Secr ntary Morgenthau, J confe rred with the Presi d ent 

a t 1:45 P. J&. today in reference to S. ~290 1 bf Senator La Follette. 

t.t t he outset the President appeared to believe the measuru only 

provided funds for the Public He&lth Service for ita educational. a nd 

other work aga.inst t "e venoreal disenaea , hecnuse be stetod: •I think 

you een do all of the educational 'riork you need f or a bout a hal1' Dillion 

Uollfrs s year . " 

I explsi.J,ed tba t 1110st-o.f the funds authorized would be used 

ror &r&llts to status in a ~r c001parable with the pr~aent functioning 

or Titl6 VI of the Social Security Act; that the appropriation & were 

authorized on an incr~esing basia in order that the necesaary machinery 

could be •obilhed Md peraoanel t rained; that for any short time pro

gr~m it was impossible to secure competent persons i f the Foderal Gov

ernment expected to t erminate ita aupport at the e nd of t wo or t hree 

ynrs; that the amount of ~25,000 1000 would r ('prese.nt ebout one-half 

of the a nnuel cost of doing the job. 

The PrPsident expressed opposition to co=mitting future 

Con$Te&ees to such considerable amounts , pointed out tbat even though 

the ~25,000,000 was only wn authorization, Congress would be apt to 

>nsist upon a ppropriati on of the full amount sven though smaller amounts 

•er~ r e commended b,r the Treasury Department. 

I ca lled attention to the fact t hf,t if a ppropriations were 

~utnorizad only f or three years it would be necessary to secure enect

lllent of another l aw at tho end or that t ime if continuing funds wa re 

to be available . 

Tho President s t at ed t hnt he would approve authorizations 

for appropriat i ons for the first three years of c•S,OOO, OOO, $S, OOO ,OOO, 

• n:i ,.7 ,000, 000 reapectivel.Jr . He does not approve legislation which will 

author ize specific amounts of appropriations thereaft er . He suagested 

that the legislation state th~ intent of Congress to continue to assi st 

tho; stehs in the control of tbe venereal diseases , t he eppr apriationa 

t. L the end of the three year period to be deterlllined by the st• t e of the 

'fressury and the needs of the situati on "'" pr esented from year to year. 

In other words , the President does not <~ppose a continuing authorization 

for appropr iations afte r the fi r st three y ears, ia wUlin~ to have the 

Bill speci~ the amounts to be appropria t ed during the firs t three years , 

but does not a pprove authorization. for dafinit e 811011nts therea.fter. 

(Si gnod} Thomas Parran 

13· - ... 
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TREASURY DEPARTMENT 

INT&" O P'fFICa C:OMMU HICATION 

0Atw febru&l'J 14 f 19~ 

TO The seoretal'J 

'""" llr. Taylor 

(Memorandum or Dar•e Act1•1t1ee) 

The only matter or 1ntereet, outside or the meetlnge wbich I attended 

lo your o!t loe, concern• the printing or sil•er certlt l cataa. This si tuation 

Is 1nvol•ed with the action or the Appropriation Committees on the Bureau 

or ·engrevlng Budget, but In view or the tact that Congreae and the President 

have di rected that t he slh'er certl t l oetes be 1saued, Den Bell, l!&ll, 

Brouebton and I cb.anged t !le schedules so tbat we will immediately switch 

!rom 0. s . Notes to si l'oer cert1t1catea or ~1.00 en~ $10.00 de.nom1nat1ona, 

--ond authorize the printing ot 100 mi l lion additional $10.00 eilver ... 
certltlcatea, as we reel that this Is the quickest way or getting the .. 

cer tificates Into circulation. 

I t lli4Y bo that In order to accomplish the program without adding 

to tho cost, that we will hove to switch trom Federal Reeerve Rotes to 

$10.00 ellver certl tlcetea betore t he total ot 74 aillion odd ot unis.ued 

silver eert l tlcates Ia taken care or. In any caee, t hl e ie the beet that we 

con do with the Appropriat ion situation as it ie. 

u.Vrf. 
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IID!OJWIIMJ OF 1'Blt DAT 1S AC'l'IVITII'S 

February 14, 1938 

~o: The Secretary 

?roo: l!r. 1.13&111 

1 . The tiUt bill 

The draftsmen 8J>•nt t he da,y expl31n1118 to the Deoocrata on the 

r.~:·! and !!Mne CoCll:li ttee the ~V~en<!l:lenh t o t he pr esent law which are 

contained in t he J>r opoaed tex bill. nothing significant hap!lened 

t~i• mor ning: I did not attend thie afternoon. Chairman Douahton 

·~rrersed th~ hope t het t he t ex b i ll could be put throutb t he House 

by the end of t he oont t . 

2. Cl'\pltrl market 

You mi'\Y b• ir.tereoted i n ha'•ing aomeone Me.lyze further the a t

t ,cl'ed necorMdll:l "hich w11s aent t o me by l!r . Wllliem 0 . Douelaa. 

'="'• <:eooranduc aeeks to ahow that our eysten of t nx exelll!>t bonds 

'•• ul~o•t cooplctely de• troyed t ho mnrket for •acond- grade fixed in

eo"e corporPte •ecnri ties : rnd second, t h:o.t whil e t he SUJ>!llY of credit 

1o choe.p and plentiful, t he 1111pply of C!IJlit<Jl t. coatly and ecp.rce. 

You oentionPd the otrer day t hat you would l i ke to give soce 

ublle e=phnais to t he Treasury's deeire t o elicina t e t~~ exelll!>tiono 

~~r t~e futur~ . Would you lik e t o dlaeuss so:1~ m rning what would be 

the most effectiv~ way t o proceed? 

3· 3 . T. A. nouoi ntmenta 

As I t h i nk I have t o ld you p reviouely , the tero o~ t he Chalroan 

Gf t:1~ ':!ol'l'd of TM Appeah, Ur . Arundell , '11111 expire next June. 

T:,. terms of t hr ee ot~er m•mbers will alae expire a t that time , but 

"1nce t te:r are Bll r ecent aypointoea by t te Pre~idant, I aoeume that 

the,· rlll be re~mll01nted aore or leu sutomaticall;y. llr. Arun~ell 

~~been on t ho Board ainee Sept~be~ 1, 1525. 

llr . Oliphant and I hav~ already dhcussed 1ntoroally t ho destr .. -

bil1t;y of reappointing Ur. Arundell . Whether he 1a to be reappointed 

or not . I t hink it would be desirable to let him know reasonably soon 

1r. or der t hat he ~ Qtlke hie plane accordingly. Likewhe froa our 

own 'D:>h:t of •i ew it would be bett er t o diseuse alternatiu a ppoint

aonts now r a t her than oe•er cl. =nth• later when the preuuro will be 

more ee..-ere. I should, t herefore, lll'c to spend f1•e minutea rl th you 

on t hia subject at your conveni ence. 

. (('fYI.. 

~ 3 ? l v 
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rebruary 14, 1938. 

J.t 12 noon todey Lochhead drew the Secretary ' • attention 

to the fact r.lvtt torei;z:n eurren~iea A!V\ • terli'lg in particular, were 

st ronr uyoinot the u.s. dollcr, due to ruMora ao to pooaible action t o 

be tu~n by the o.s. 'l't'eaw.ry d t h r eopoct to gold. St~rll"f' had a4o

.,._,eed. trao 5 . 01- 3/4 to s .'P-l/2 and th•u uee-ed. to be !airly j!ood 

4"""nd for 1t. 'lhe Seeret&r/ dec ided thft t H would be beat for t he 

St&bil ization ~1nd to meet t hi e demAnd tor oterling and bri~ the price 

down to neorer 5 .02 than the pr~vailinr prtce o! 5 .02-1/2. lY folJowinr 

thil act i on there "onld be le81 Ulcel1hood of a break in sterlin,o: le.tor 

in the !~ should ~ur action on &nJd not como up to the market ' s expec

tct!''· The Secretary aloo ~nve inatructiooo to keep the U. S. Gove~ent 

b~nd markrt from poi~ Bbove thr 1 "el preva.ill "& by a.uthorhinr- the 

Yoderal R~er?e 3&~ to aell up to $5,?00,000 of the bondo in the CiT!l 

Ser•ice R•tir8'ent !Und, -~ich it bad been decided upon to d1Dpole or . 

J.ceordingly, a total of i 195,0)0 ot~li~ wao oold ~ainat 

~old held in London duri"" the afhrnoon, bri...,ing tho price down frOCI 

5.02-1/2 to 5 ,02-1/S. ':he aalee or bond• duri¥ thft day amount ed to 

33,0'JO ,OOO . 
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D1otated Februar 7 15, 19~8 

The attached wae handed to me by the Ch1neee 

Amboeendor when he came to t he house laet night to attend 

the dinner we gave. 

/ 
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)7""..-.llRU.ARY 1 :0 

TETJ:GR.U! FROJl HOUOIIONG 

FEB1tU.Am' 1 2 3 s10P . li. 

PIZASE Il:FOlU.! J.:ORGEllTH.AU CHINA m:El'U .APPRECIATES 

BIS AP.RANGiliG RECENT SIJNXR PURCHASE FROll CR:OU. 

\1l!ICH A.~ ESSBl:Tl.AL FOR SUPPORTilfG CHINA'S CURREllCY 

:1.t.INOO:AliCE OF '!iHI CH I S .ABSOLUTELY VITAL .hND 

ffi!QT!j<;ST THAT THE PRESEliT .A'P.R.Al.iGEllli:UT BE CONTINtmD 

.t.FTJT:P. ti'JCPIRATI ON THIS Y.ONTH. 

H. H. KUNG 

l'ebruarv 12 , 1938 . 

• 

• 

' 

Regraded Unclassified



v.:•.Jr: 
"'~rb~rt 
F'P i e : 

~ . :: .Jr : 

t' ; 

:.: . . • . .;r: 

r : 

...:.::.Jr: 

F: 

- ... Jr : 

": 

:.:. : . Jr: 

F: 

.. . .. . ] J': 

"': 

c : Jr: 

r : 

~ ·· ~rr : 

~ : 

" : · .Jr : 

F: 

:.: .!' .Sr: 

F: 

Hello . 

G:>ol\ morning , !ienr y. 

WhPre are you? At home? 

Yes . 

February 15, 1938. 
9;08 11 • .,, 

(~~ughs) ! hope I got you up. 

!1:> . (I.e>.aP.hs) 

· 3-. .!. I 

~~rbert. Two t hi ng£ . Th~ Ht~gPxian i s coming in 
a t t en. He ea! d he muPt oec me; I don 't know 
~·hl't· i t' e about . 

!t 1 r "bo•at t ha t &ttU'f "e sent ">ver on the drnft . 

''ell, now, 1:> yo·~ thin~ it'c all r i ght f or me t 'J 
l Pt hi e know ~e're 1nt~retted7 

on , I'm a l l tor !t. 

All rigrt. All rigat. ilow, ! - uh - I spoJ.e to 
the ?r ec 1dent, about 1t :tont1 a,v. 

YelL 

Ant\ I tol~ !r. qull I had . 

Yeo . 

~o~ !'~ like t:> go a t !t SPrlously th1r ~rtern:>on . 

•n ll y:>u bP a va ilable :~ t t hr ee? 

! wi ll. 

And :lr . 1-!ull sai d it' e U!) to ;v:>u to bring over 
xnybo~y th~t you want. 

Sy you hP ~~rnt me? 

"e llP&nt you -

Yee - yee. Well, I'll bring, 1 .. you <'.on 't 1aind, 
Llveocy . 

Well, t hat ' a up to you. 

He really hPS this t hing fully in hi e mind . 
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Jr: 

:: :· . Jr: 

r : 
u . !:.Jr : 

F: 

Jr: 

f' : 

u:· .Jr: 

F: 

"J 

-. . 
., 

._. '* 

~ . 

Jr: 

J r: 

._Tr; 

u.:: .Jr: 

": 
!.: 0 0 Jr: 

13.3 
- 2 -

~Pll, 9ell'e been on 1t t or three days nnd he 's 
1t 1n about T.he shape th:ot t.he President wanted 
to put it 1n. 

got 
IllS 

Fine. 

I oean the t abular ehe.pe , you see? 

~in e . 

So - an~ tben you kno~ , thP other t h i ng 1e, we' re to 
meet at tro o ' cloc:• a t t he l'lhi te House ·.~edtli!Bdey to 
make c. - w!'lat tl:e ? res1 ... ent sa1d, e Joint report to 
h1m. 

so - ! <1i1J1 1 t l:nO\T l.hat - but that r eport .y~et~rday, 
l'vPr:;th1n£ v:ent - about allc th1ngE were mov1.ne alone. 

Just ~eep t hat 1.n mlnd , anc I 've got t o so tul! cteac 
on 1t because I' m trytne to clean 1t up before he 
goes away ~ridey . 

All right . 

I m€e.n I want to olean lt up th i s week. 

Ftne . 

So , if you could w'lrk on it thi!l Pf t ern?on, t h!'n r.e 
could see h im t.o1.1orrow. 

•.re•ve ..-?r ited pretty ctPs"l!.!• on 1t, get.tln¢ lt reedy 
~or you. 

"7ell, 1t'= t1mpl.y the point t hat r.e 've got- I think 
~e ' ll have 1t ~v three. Is - well, ~h~t the ?resident 
re3'.l:V wants 1C a whole t abula r for m l"hich we ' re having 
set u-, in Bell's office on all t he debts - cee- and 
t hen ~?~lying t hi c t o lt . 

All l"1ght . 

And t het ' !l bp re.o.<\y - ann ther e r eally isn't much 
m?re. ~e ' s lnter estod. 

Well, ! 1m e lad t~ heer he is. 0 1~ -

~ut - ~ - ! ea1d £on~th 1ng to :r. ?ull, ~ouli he 
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: : 

;; ... Jr: 

F: 

c. ·· . Jr ~ 

.... 

.. . :: .Jt~ ~ 

-.:. :· .J r: 

" : 
~~ . . sr: 

F: 

" : 

- . Jr: 
... 
~·. :· . T\" ; 

F' : 

"' :· Jr: 

go ~ver tomorrow 3fternoon and be eeeced t o shy 
Pwe.:; f r om it. 

\7ell, I thought y-:>u &ai d t hf're was to be a Joint 
present ation 1'/edne~clay at t•'o, 

r''lrc on me 1 

Didn 't you ~ny there would be a Joint present~ ti-:>n 
T.cenesd~v nt t wo? 

W1th who? 

A ~o1nt preEf'nt~t1on. 

Yes . An~ ! sai d to~~- Hull, wouldn 't be com~ 
tomorrc~, too. ~ello . 

0h, by j o i nt pr'!Pent!<tlon I tbow;bt you oean !!r. l{ull 
an'i ~·ourcelf . 

I d id . 

Y£>s . 

But h"' se£>med t o ahy O.l'lay from i t. 

Yes . 

"le ' l l telk about 1t . 

hl l ri~t. Three o 'clock , and I'll brlng Livesey. 

1.1.;h t. 

~"'1! me - ~ay I - how ~oee the - ho~ does t he reeponce 
seen t o be t.o t~e ot h• r thing ' 

Goltl ' 

V f!'£ , 

v~ry good . 

Go'ld. 

I t' s - t.he early r eacti on to t hP.t -
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u.!J.Jr: 

F' : 

" .:· . .rr: 

l" : 

"l. !!.Jr: 

F: 

t! ~ :.Jr: 

140 
- 4 -

Well, t i ne - end t hey 're going to have a qu~etion 
and anower or ParliamAnt on it en~ give it n 
good send-ott. 

That 1 e today? 

Todl!y, 

Good . 

It' s got ott to ~ excellent start. 

Yes . 

I shAll b~ there at three. 

Rie)l t, 
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H.U.Jr: Hello. 

Operator: ur. Cochran. 

:: .u .Jr: Who? 

Oper at or: ur. Cochran. 

!l.IJ.Jr: Oh - oh, yea. 

Operator: All right? 

H.I.!.Jr: Yes. Go !lh ead, 

Operator; Go ahead. 

H.U.Jr: Hello. 

H.Uerle 
Cochren; Hell9, ur. Secretary. 

:Z.U.Jr; How are you? 

February 15, 19~8 . 
9:~ a.m. 

C: All right, air. Just got baok from Beale thia 
morning. 

H.U.Jr: 

C: 

H.U.Jr: 

C: 

H.U.Jr: 

C: 

H.U. Jr: 

Yes. Well, Cochran, what sort of a play d14 the 
French pap ers give th ie gold move we made? 

It ~as in t his corning ' s paper rather accurately 
in the Economique. 

Yes. 

I t didn 't cct out in time for the other financial 
papers, you see. 

I see. 

I t will be out t his evening. 

Uh- huh. 

14.: 

C: So the Economique 1a the onlY financial paper 

H.U.Jr: 

C: 

H.Jl.Jr: 

t hat oar r ies it so far. 

':fell, now you underete,nd it tullY yourself or do 
you want to ask me some questions? 

I think I understand it. The only t h ing - I got your 
messaae this morning , too , giving t he wording. 

Yea. 
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" ' 

" · .. 
!J . !·.Jr: 

,. , .. 

"· 

C: 

,., -· 
? .:· .Jr: 

"· '" 

" . :·. J r : 

C: 

". ·:.Jr: 

C: 

'!.!!.Jr: 

,.. .. 

- 2 -

The onlY thing - the !'orald '!'rlbun" hPre of the 
oayo in one place 
c.,r~prom11l ing a l1t tle too motch. 

Yes. 

And t h ey s~v a lso ! t wee teamed that gold will 
be cold from t he Ster111~ftt1on Fund . 

Mo, that' s incorrect. 

1tel:!. t,".c ~:11,:• ;>o i nt ! !l , !l:! I understiUld 1t., y ou 
wer e t a k ing o·~t the 
w1 thdraw from t hat . Say , e. b!Ulk :>v er her~ wanted 
t o 'totlY gol d . 

142 

\'/ell , thPrc ' !l noth i ng tha t' s che.nsed ~uoever 1! 
anybody r.e.ntc t~ tn~e gol d cut. ~e handle that 
9Xf" Ct. ,_.y the =~'? . 

Ye~. 

;,.ny .;:>td which -:1e t:ell r.1ll cooe out of the ste r111za-_ 
t1on Funil . 

Yet ; yec. 

knn 1 t ' c o1mply ~e new ocqu1• iti on of gold ins t ead o ! 
g oin:::, 1n to the s t ... r i l1::a t1on Fund •:111 go dir ectly 
i n t o th~ ~e~~ral Reserv e Sys teo ~~ to ~100 billion 
durin£ any three mon t ha . 

Yeo; yes . 

HavP you go t t hr t • 

Yes ; y ee . I under stood 1t thPt ~?v ~~~m your 
cuble~r~m. 

And from the Econoolr.ue s t or y . But the 
'layed 1t up a little dlfferentl.y. 

llc~ - lt' - I ?:ish th:o t y ou could t:ee, it' ,~:os~lble, 
th~> :11n1et~>r of Finance, oee? 

Yes. 

And lf he coulr'. o~.ke a otatemf'nt, eor1. of beoklng 
t h11! up , ! t'l1nk 1 t would be help!•tl. 

Yea • 
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"! .U.Jr : And especia~l.y 1t he cou~d make 1t to American 
newspapei':IIen. 

Operator: 

H.U.Jr: Hello. Hello . 

c: Hello. 

H.U.Jr: Dld you get i t? 

C: Yes . 

1.43 

i!. t: .J r : Now the poi nt is, after a~l this ought t o .be helpfu~ 
to t he French because it perci ts t he go~d tb!\t !lows 
1n and cut to hcve wha tever natur~ influence i t mignt 
have on t he world coomod1ty prices. Hello. 

C: Yes . 
P. . ~ .Jr: And 1t ought t o be helpfu~ to the French and we hope 

lt.'~l be helpful to the French. 

C: Ub-hub. 
'! .U.Jr: No1~ i f t he !.!inieter · could mo.ke some statement, why i t 

would 11el p us also . 

C: I see . 
'! .U.Jr: Now I ~ish you ' d tell the Ambassador of t hi s particular 

conversa tion, you see? 

C: All right. 
r. . ~ .Jr : And 1f either be or you cou~d get hold o! some of the 

Acerican correspondents over ther e -

C: Ye s . 
so that we could s et some s t ories coming beck thPt t his 
move t hat 1ve •re maltins i s wel l r eceived among t'lnanc is~ 
circ~es in Paris. 

C: Yes ; yes. 

H.U.Jl' : Did you get it? 

C: sur elY . 
You might ca l l uP some of our f riends in Holland, and 
:se~gium, end switzerland, end tr'J t o get them t o do the H.:.t.Jr: 

same thins. 

C: All r1ght. 
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~ . t: .Jr : 

C: 

,., , , 

:: . . Jr: 
,., -· 
,. , -· 

.. Jr: 

" .... Jr: 

C: 

" . I.: .Jr: 

'! .:· .Jr: 

u . • ,_ !r: 

H.:: . .rr: 

"· Y o 

r. . :~ .Jr: 

- 4 - 1.44 
See? I might -

R~thor unfortunatelY, I d idn't get this lafit night 
bool!uae you didn't give i t out. 

I onl.y gc.v !:t it out c.t. rive o ' ol:>ck all the time. 
But t her e ' s ct1ll time, beoauee after al l this 1on 't 
o ~~tt~r !or one day . 

But I cean come or them have not reached their 
homes yet, you see? 

Tripp r.111 be t here in the morning and I might 
get him !~te this even1n~. 

~!Pll, do the beet you co.n . 

A~l rtsnt. Fine. 

~nd you see I' d like to have some s t ories com1ne ba ok 
througn t he Amer1cen cor respondents that this 1e 
':I.:!J.t received 1n ?Prt s . 

surelY . Surel y . 

Po1• , I m1~ht t ell you that the British Government 
nr e ;JlPRaed to sec nc do th1s . 

The 3rlt1eh are pleased? 

Yet. They 're go.!.ng to mal:e soce ~1nc' or n t.t.l\tement. 
'!'he:' ' re so1~ t o cake some kine of :1 atl'tement . 

Say, ~enry. ~re t hey go tng to cake son~ kind of a 
~t':\te•nPnt? 

They ' re e o1ng to m~~e oome k1n1 of a etPt ement. So 
ace whe t you can do, wil l you? 

I' ll call you back 
on sold and ~vbe 
go 1n, 

rtsht awpy and try to get a !lash 
somethtne before we 

Right . 9ut plc&se tell t he AmbaEsa~~r ab~ut t hi s , 
'1"111 you? 

A tl right. 

And what I ' m asking you to do ; I ' d like h1m to r~ow 
about 1t -

All r1g)lt. 
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l!.!!. Jl'l Because be might have eoae helpfUl auggeet.1on to lUke. 

o: All rtgnt, air, 

!! .U.Jr: Tbanlt you. 

c: All right. I got ott a cablegram this morn1ng. It 111 
be coming 1n on it all day. 

H. U.Jr: All right. 

C: Fine . 

l! .~.Jr: ' Thonk you. 

c: All r!sht, sir. 

H.U.Jr: Goodbye. 

C: Goodbye. 

Regraded Unclassified



( 

~ . ::.Jr: Hello. 

0~ ~ead. Go abe~~. 

~ :: .Jr: "!'!!110 . 

february 15, 1938. 
9; 47 a.c. 

1.46 

J~rce Jones ; 1.{ello, Henry . 

1-!. ~ t.Jr : 

T • .. 
" 

,. ]r; 

T • -. 
.. Jr: .. .. 

J: 

p ... J T': 

J : 

".::.Jr: 

•• ' 
~. '~ .Jr: 

T • .. 
" . ::. Jr: 

'. Y o 

.. 
" '. J r: 

J : 

" JY' ; 

J : 

;: .. Jr: 
. 
' : 

Cnn I sell you a little gold t h!o morning, Jeeer? 

Sa.v , yee. I' d u ::c to hav~ 11 coupl e of dolla r s 
..,orth. 

C?n;>le d~llR.rs worth . 

All r15ht. How do you !~~e 1t? 

·,?t>ll, Just sup,J:>se you "rap 1t up and send it ~ver 
to !'!e. 

Just wrap it up. All right. 

All r~ghty . 

Okay , J esse . Jecre? 

Yes? 

N~\\' , J<:~sse. ;7:.yne tolls me that you 're r eady t o t alk 
~bo~t marketing of your - some mortgages? 

Yes . I think r.e ' d better get s t arted. 

Well let ' s - ! ' !! ~., th~t . You 1rl' coming ~ver e t 
ten th!rty tomorrow? 

~es . 

'.Vell , if you don •t mlnd , ::: ' m ,:;o1n:r to confine it to 
r.hatever h~s to be done this week. 

All rtght . 

J.nd r •m goi ng to put over till next week the bnnk 
hol ding b~9 1netc -

All right . 

Because frank~v I Jur t can 't t ake it anymor e. 

:..11 right. 
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H.U.Jr; I s tha t all r i ght wi th yout 

J: Perfectly all right . 

H.LI.Jr; And about the cortgage things, Taylor, Bell, and I'll 
talk to you at ten thirty tomorrow. 

J: All right. Thenwe 1ll talk about that tomorrow. 

H. U.Jr: I s that agreeable to you? 

J ; Yes. Now - yes, that's perteotly all r i ght . 

H.I>! . Jr: All r1gbt. But you want $1.98 worth of gold? 

J: $2. 00 worth I (Laughs) 

H. U.Jr: $2. 00 ~rth7 All right, we ' ll make it $2. 00 worth. 

J: Thank you very u:uch. see y ou 1n the morning. 

H . U.Jr: !Ught. 

J : Right. 
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Sen.Albcn 
9nrkley : 

:: . ::.Jr: 

o . 
~ · 

!! : 

" . :: .Jr: 
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P. .:!. Jr : 
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... :. Jr: 

!! : 

D o -· 
.. . ... .. 

"· ~ . 

'r: 

.J r : 

~.:! Jr: 

"· -· 
;.: ::.Jr: 

Fello . 

Senator Bar kley. 

Hello. 

Henry? 

Hello, Alben . 

All right, bo~ are you? 

February 15 , 19~8. 
9:67 a.m. 

:i48 

I'm fine . Alben , i f you see t h e newspapermen to~=~ 
if you h&;pen to think ~~t we di d last night on 
gol d i s good - if- you ' d gi ve 1t your bleos i ng, I 
t hink it r. ~ul~ help. 

All right . -
Fine. 

Yes , I 'll do that. 

i/11! you do t hat? 

If you think my bl ese 1ng ' s worth anyth1fl5 . 

::: t hink 1t' s worth a l ot . 

All r i ght. 

Tnat ' s number one. 

I WI'S thinking yesterrl:l,.v . 

R!!;ht. The other thi O£ is t he 1::-n!!er you hold ue •Jp 
the oore power t he ~ppoe1t1on i s ~n thl€ 

gathPr 1ng. 

Well, t t.c!l .vou. ! 1 1'1 going to call UcReynolde t.o<!cy 
~nd fix a time when he cP.n bring t hat over. 

I wish you would . 

I waR S.VIt\Y -

Because t he Illinois boys ere getting a lot of momentum 

··•es . ..Ul right. 

And so i s l!ew ~lan<\. They've got sooe ut111t1PG ur 
th er e . ~!o'lf 1f you '11 ei~:~plY say • sign" I '11 sign 
these things . 
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I ·.~Mt to see the thingo. 

Well, you see !!cReynolt!a. He ' s got an. exh'ibit. 
~e ' o got a beaut iful eu1t-oasc - looks l i ke a 
perfect bootlegger. 

149 

~etl, t hat' s f ! ne. !'11 ~Pt in touch 
and eee " hen I 1 11 hRve n littlE'. time-. so over it with s~me people. 

with h l m tode.y 
! ' ve got to 

Fine . And 1f you do see t he ?resident, end you 
oan give th1e gol~ thins your blesc1ns , why it would 
be f1no. 

AH right . 

T:uulk .vo•1. Thank you. 
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Uorgent hau talking. 

February 15, 19~8. 
10 :25 a.m. 

Hello. How are you, l.!r . Secretary? 

I ' m f i ne. How are you? 

I ' m all right . I was a little delayed this morning. 
I'm a f armer and usually get up earli er than thi s 
but I had to go to the barber shop. (Laughs) 
How are you? 

I'm feeling well this morning. 

That's good. 

The reason I ' ~ calling you i s this: I know you s ee 
t he press every day, and if you could see your way 
clear i n giving th18 gold move we made a little pa t 
on the back, wby I ' d appreciate it. 

Well, I tell you, we' ll be glad t o do it, ~. Secret ary . 

Yes. 

I wish I could g ive you two pats. Of course, I don't 
t hi nk you've gone quite far enough, but maybe you 'll 
ge t to it a little later. 

Vlell, one pet at s time -

(Laughs) Why,yes , I ' m delighted when - when the 
President told it yesterday corning of course - we 
said nothing unt i l the statement came out, t hat you 
bad that in contempla tion, and I think tha t it's going 
to have a good effect. 

Ri ght . 

I do , llr. Secr etary. I certainly do . I told t he 
President yesterday there ' s a tremendous s entiment up 
here on t he Hi ll and no thanks to Congres s . Not tor an 

. inflat ionary move of any sort t hat 'll be wi ld and r eck
less but there are a great many conserva t i ve thinkers 
in the House who f eel tha t a step of that sor t now 
is most desirable . 

Ri ght . 

And I ' m cert a inly very happy you d i d it and I congratu
late you and I'll be glad to comcend the movement if 
anybody aeite me about it. And I ' ll say somethi ng about 
it in my pr ess conference . 
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!! .U.Jr: Thank you very much . 

B: All right. 
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'! . : .. Jr: 

Hello. 

Dr. Burgesa. Go ahen~ 

Hello Rl\nd:>lph. 

Februery lfi, 1938. 
11: 25 a.m. 

P.ell o P.enry. Well, l et me say first t hat I think 
that, i n the clrcwJetP~cee, ~hat you cld wao Just 
right. 

Sr. ell. 

I think - think it makes sense . 

YeG . 

From a lone- tero poi nt ot view. 

ua-h~ . 

1.52 

And I ' m delighted you di dn ' t hPve to go gny further. 

I see. 

Now, a a far aa its reception here , it' & a lit t le too 
early to cay. The people I t alked with think it's 
g:> i ng to put the Oovernment bond m~rket up over a 
period and t he prel! mlnery r eacti on 1e ot t hat sort. 
The prices, todgy , ar e up as you see , two or thr ee, 
tour thirty teconds. trow we ' re keepi ng a drag on 
t het. ;;e • ve got some offf'rR out, anc we can do a 
good deal with our own account. 

V'ell I ' m e.r.taze" .. :;arr1e tells me what they 1 r e bidding 
f:>r t oday 1& two and seven eighths . 

Yea , there ' e aome bide for t~1o a nd seven e i ghths , 
a l so fifty six nines . 

Yes. 

It' a some or the lonst>r etu!!. !low I think tb1e boom 
will l~&t a ~bile. 

::.::.Jr : Yes. 

3 : I thlnlt the tendency will be f or bl'.nlts t o t eol t hat 
their r eserves are likely to be incr enced r a ther t hen 
decreased . 

'! . ~.Jr: Yee . 
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so t hey ' re l1kelY to be i nt erested gradual lY and 
incr eas ing their port fo lios , eo I t hink what we 're 
feei ng i s - i s a l one- t erm tendency upward rath~r 
t han just f i rst - day or t wo . 

•vcll, perfectlY f'r anltlY, for t he next couple of' 
days,. i f' we could have juet a little gentle rise 
on t he Qoverncent bonds it would be most pleasi ng 
to me. 

Y~s. 

So I w1eh you woul dn' t put on t he br akes too hard . 

·~ell I' m very glad t o get that, I t hin!< that ' e all 
right. 

And I' m going - I'm not going to sell any more f or a 
dl>y or &o . 

All right. 

But I can have juet a l i ttle gentlP risa. 

YE>e. 

I mean that r.oul d - so t hat they don ' t thi nk it ' s 
t oo inflation•~. you see? 

Yes. Tha t' s all r1eht . 

low ,~ftar ~ll , !~people ere going to buY t~o and 
seven eight hs, and at the same time we ~ere f ortunate 
enough to get a gentle riee in commod1t1ee I ' d say 
1t 1d be ,>erfect. 

Yea . 

See? I t mPy be too much to hope for , but -

Well, no , I don't know an it 18, I -

9ut franklY, if we coul d ge t just a little gentle 
r i s e in the Government's, for t he next couple of 
day5 1 I think i t would be fine . 

Yea . Yes . 

Don 1 t you? 
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Well, I think- yes, ! think that's right. 

I mean in other words I wouldn 't ole~ down t oo hg~1. 

Yes . Yea. 
a!ong t hat 
any thins. 

!"1ne . 

Well we - we have been doing - working 
line, I cecn we hav~n ' t aotuelly sold 

We d id off er something at th• offeri ng prio~ . 

Yea. 

Rsth~than at the b id ;ri oe, you kno~, and I think 
~hat's Juet right. I think there will be the tendency 

to rise , tha t i s, it' s going to rise even if we put 
a drsc on . I don' t think i t ought to go up too fast. 

\Vell.t pertectl.y frankly , yo\1 are giving :ue a new angle. 
! hc<ln 't thought of it., th l' tnct t hat they ' ll inter
pret it with excess r eserveo end ~ant to i nvest i n 
~vfornt~cnts . It 170ttlr1. increase excess reecrveo . That 1 & 

y o~.:r-

I think 1t will make a difference in the psychology . 
'!'h 6 !' 1 11 say , well 'lr1th - with a t endency !or them to 
i ncrease a little. 

Yes. 

They coul~ be a little freer about employing their 
noney. 

',?ell, ! ' d be g l nd . 

:>ver - I think t hat'd r::>rlt over a period. Now, some 
ot the others will. eny , well we ' re going in for in
flat i on, we ' d better look out. 

lYell -

' I think t hat Ut!' ,:;.ct•l:J.l ett'eot, o\·er a period, will 
be a little more tendency for the banks to use the ir 
money , 

Well', 1sn' t t hat r.hat we want? 

Thnt •s what we want. Yea. 
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And if Governwente get eo they' r e high an~ un
attractive , W&ybe they'll lend 1t to som~ bucinece 
man. 

They mi{;ht, yes . 

They m1~t get foolish enougb to ~o that. 

or couree the danger 1& , t hn t t hPse things l ead t o 
a buret or~nthuElacm and t hen to a flop. 

Ye£, well we don' t want t hat. Tha t' s -

t'eybe we oan keep n little drag on 1t. 

And I •m daU ehte:l to see that the first hour ot the 
stock m~r~et, ! t ' s only up a half a point. 

Oh ,I thi nk it' s behsvins v~ry nicely , so t ar . 
Very good r eaction. 

:·:ell, we 're together, and you - and you like r.hat 
110 c.Ud . 

I - ! - ! l 1%e it, now, 1n \'l tl•.v of all the c1r
cums t ancos . 

F1ne. 

I think you bad t o do socet h ing. 

~ca . 

There ' s one debate, whethPr 1t 1 e 
better to do that , or do nothi ng, but I don't believe 
you were 1n that position. 

No. 

I think you almost h&d t,o move in so.me dtroctlon, 
and aeewui r.c that a move was neces5ary, I thil).k this 
i G Jut t ae sound as you coul d do it. 

~ine . !low 1! you could get t h ... t :>ver to the !!ew York 
preao etuf f , i t'd help. 

~ell , I've been tal~lng to some of theEe 
you kn0\\' 1 and 1t -

But -
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It oiroleo around. 

I mean directly with - whoever see s the press. 

\7ell, that 's hird to do . That's a little hard to 
do, t here ' s a group or them and - and the minute 
you start something like that t hey th~nk it 'e on 
o!f1o1al authority. 

1'/el:l, c.ll right Randolph. l<ow take care of ~ourself. 

· !>o 1t if I can. 

All right.· Goodbye. 

.Ul right Henry. Goodbye . 
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PARAPHRASI OF TILIGIWl RIOZIVED 

J'ROK: American ll!lbaaey, Paris, Francs 

DATE: February 15, 1938 , 9 a/m. 

JIO,: 238 

FROK COCHRAN. 

This morning I returned from Ban l, where on SUnday 

and Monda y the BI S directors held their meetings. 

The c011111ittee wb1ob had been created to study BIB 

reor ganization - which quest ion bad come up wi t h the 

appointment of succe ssor to Quesnay - met on Saturday 

night. This co111111ittee was composed of NiSIIIeyer, Schacht, 

Fournier and Azzolini. I n recant meetings bf t he BIB both 

Fournier and Schacht had seemed to be favorably disposed 

to eventually changing the l iS organization to have t he 

President assisted by a group of •managers•. However, 

a ny such steps as ldgtS reduce their BIS representatives 

!rom •general manager• and •assi stant general manager• 

have bean di~pproved by the respective Foreign Offices and 

1Un1stries of Finance of Schacht and Fournier. These two 

had al so apparently been instructed to o~pose a ny di minu

tion i n the salaries of t heir representatives, and to 

obj ect generally on any moves which might lows. the pres

tige of these countr ies. 

Therefore the BIB r efer•• which Chairman Niemeyer and 

President Beyen had hoped t o prepare baTe tbus met w1 th auoh 

bitter and unyielding resistance that personal a ntagonisms 

have developed; about the institution t here 1B an unhappily 

tense 
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tense atmosphere. Some of the oooler members, including 

Trip and Rooth, haTe suggested that they drop the whole 

r eorganization question for the present. Howe.er, on 

Monday noon a new British draft of a pr oposal for reorgan

ization was ciroulated. Thi s new draft is likely to pro

vide discussions at the meeting in March • 

.lt the meet ing of goTernors of central banks on Sunday, 

questions arose as to what should be .done by the BIB wi th 

regard to the report of Kr. Van Zeeland, and as to the 

i nquiry from the League of Nations for the opinion of the 

BIS upon implementing the recant r~ort of the League' s 

Raw Materials Committee. This report of the Raw Materials 

Committee mentioned certain financing plans which the 

BIS was t o direct. 

Schacht strongly put forth the opinion that no comments 

or decisions upon the report of Kr. van zealand should be 

made by the BI S directors until the goTernments themselTas 

have made known their sentiments and positions concerning 

the report. This idea was approved. 

Before the next meeting 1a held the BIB Nnagement 

Will proTide the goTernors with a memorandua in which is 

analyzed the possibility for the BIB to funotion under the 

recommendations ma4e in the report of the Raw Materials 

Co111111ittee of the League. 

The unageaant of tbe BIS will continue study of the 

Van Zeeland report lest 1t be subsequently asked for 

Regraded Unclassified



• I 
l 

l 
' 

I 
' 

t 
J 
t 
I 

I 

' 

J 
j 

- 3-

obserTatione on the report. 

The British repr esentatiTe , Niemeyer, 1s r4!111&ining 

in Basel an extra clay in order to help 

difficulties in the Bank' e internal 

Bey en 
1 . 

smooth out 

Both tliemeyer and Beyen spoke w1 tb me about the proposed 

visit of Beyen to the United States; they decided that 

it would not be propitious for him to come in Mar ch, 

eo there is no chance of his making the t r ip before autumn 

of this year. 

Norman, the Bank of England Governor, is cruising 

I S O 
- v 

in the West Indies at the pr esent time. Both Cobbold (hie 

alternate) and Niemeyer ment ioned to me the recol!lllenclationa 

of Ur. Van Zeeland with regard to revision and extension 

of the tripartite monetary arrangements . Niemeyer said 

that be was weighing the adTantagee which might follow 

extending the notification p eriod to 30 days, from the 

present 2~ hours. However be was not sure that this would 

be of any help. The idea wee expressed by Cobbold tbat 

every time the limit of 30 days would be approached, epeo

ulatiTe movement would arise. Cobbol d and Niemeyer agreed 

tba t France was enough of a drag on the group belonging 

to the t r ipartite without the addition of any new coun

tries which might not be able to bold their ownt Cobbold 

said that be could see no real adT&ntage i n adding coun

t ries which already ar e keeping their currencies steady 

as against the dollar or t be pound. 
ne 

,I 
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The Netberlande Bank Preeident, Trip, wboee gold 

stocks are constantly increaalng, woul.d like to see the 

addition of more countries, should qualified onee come 

forward, in order that the world's gold production might 

have more takere. The 24-hour feature of the arrangements 

had always been opposed by Trip, and only recently he spoke 

against this feature - reference: my telegram of February 

9 , 6 p . a . , No. 215. Trip admits to me that in the present 

circumstances t here is little hope of Great Britain agree

ing to any more rigid policy. Nevertheless, be said be 

rculd like to see some change in the phraseology of para

graph two of the declaration of September as, 1936. He 

rould change the wording 1 t alte i nto full account the re

oui r ements of internal prosperi ty• to something which would 

permit changes in international monetary relations only 

in exc~ptional circumstances, and atter the other partiee 

to th e agreement bad been consulted. 

Recently, Trip said, t here had been a little question

ing of the equalization fund of his Bank , and he bad ex

?lained to his Ui ni eter of Finance, who in turn explained 

to Parliament that the fund bad only t he choice of taking 

gold and holding t he florin steady, or refusing to inter

vene - in the meantime permitting the currlncy to apprec

iate, per haps back to the lB'Yel where it was before the 

Dutch 
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Dutch left the gold et&Ddard in 1936. The l&tter policy 

would consequently &ffect the country' a intern&l economy. 

Taking and boldi.ng eo much gold waa a riek, be a.dmitted, 

but he saw no &ltern&tive to such a policy. Hie country 

wants to continue doing ite part i.n stabilizing currencies, 

be ina18ted, &nd alec in preserving the value of gold. 

!lowever, be s&1d small oountrie s such as the Netherlands 

muat look to the United States and Great Britain to take 

the re&l le&d in this action. 

Recommendations have been made by Trip to hie Govern

~ent that the Netherl&nds should import more foreign goode 

and/ or lend more capit&l abroad, in view of the inflow of 

gold into the country. The Dutch trade balance for 1937 

be said was lese favorable than that for the year before. 

He sees few immediate opportunities for foreign lending. 

Trip expressed the opinion that the Mendelssohn group 

will not increase t he banking credit to the French beyond 

one hundred twenty million florins. He said that there mi ght 

be &n early opportunity for the Belgian Government to ob

tain funds on the Dutch market in order to pay back certain 

loans contracted in France. However, he eaid that the 

plan might be &ffeoted &dversely by a scare of war into 

which Belgiua might be drawn. It ie expected tb&t there 

will be more conversion operations on the •msterdam market 

by Danish munioip&litiaa. Proteete are being lodged by 

Dutch insurance co~~paniee, e&Tinge b&nkl, eto., &g&inet 
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the low rates to which loans are being converted, par tic

ularly the Dutch Government s ecurities. Ther e is such a 

t hing as carrying a cheap money ~olicy too far, in Trip ' s 

opinion. 

I had a talk with President Bachmann of the SWiss 

Nat i onal Bank . Be said that his people had aga.in bee.n 

selling dollars, being nervous over the outlook in the 

United States. Bachmann told me that fr om this source 

16.! 

and from France t here wa s an influx of funds against which 

hi s gentleman' s agreement was not effective. President 

Bacr~ann mentioned the increase in his gold reserve, and 

said that this increase would have been aYah larger if he 

had not been able through his Swiss banks to get rid of 

important quantities of gold ooins for hoarding in the 

Balkans and 1n France. This cap ital influx distressed 

him. Be said that lately no foreign loans had been placed 

by his countr y. I n the present circumstances in France 

he di d not believe another loan t o France wae poseible. 

The Japanese he said bad recently put out a feeler to 

some of his banks for a loan for industrial development 

in Llancbukuo. However, his banker s had not sufficient 

interest in such a proposition even to submit it to the 

National Bank for consider ation and possible approval of 

a loan. 

Presideat Bachmann told me that he and other officials 

in 
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in t he Finance Department of the National Bank are st ill 

studying various propositions which might be of use against 

foreign funds. This week, f or instance, decision will be 

reached on a SWiss railways conversion loan for 400 ,000 ,000 

Swi ss franoa. This would be issued at par a nd probably 

pay a fixed interest rate of ~ for ten years and an 

annuity f or 25 years. They are also considering the prop

os ition of limiting conversi on privileges to Swiss holders 

of t he 3 1/2 percent bonds which are outstandi ng, or of 

giving priority to Swiss holders until t hey are all taken 

care of and then permitting foreign holders to come in 

for what remains. It has even been conceived that the new 

bonds be •registered •, having t he books contain only Swiee 

names . Kainly the idea is to keep foreigners from con

t i nuing to i nvest in SWies securities or from incr easing 

such investments . Bachmann wau told by uome of my friends 

t hat he would hurt his market irreparably by such a scheme , 

and that circumvention thereof would be an eaey t hing to 

do. Consideration is also to be given to an idea for 

i ssuing certificates to new foreign depositors of funds 

i n Switzerland, whi ch certificates would entitle them to 

be lrRpJd repaid not in any fixed nuaber of Swiae france, 

but in a certain weight of gold; these gold certifioatea 

would t hus be nominate4 in gold only, and not in trance . 

It is conceived that the syst em would not be retroactive 
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but that it would apply t o all fUture deposi ta hom abroad. 

Tbus it would be up to the depositor as to whether he desired 

to accept these terms or take hie funds elsewhere. The 

authorities would eet aside the gold to cover the certi fi

cates in the Treasury; this gold would not be counted as 

National Bank reserve a!ter hav ing been set aside. The 

suggestion was 118.de to Bachmann that instead of preventing 

further influx of funds to ·Switzerland he might make his 

market more attractive by offering facilities· for gold 

hoarding. Both the dollar and the price of gol d cont inue 

to worry Bachmann , but manifestly he cannot very well 

hedge against risks of both currency a nd gold. An effor t 

was made by Trip and Rooth to try to discourage Bachmann 

from taking the above steps or any ot hers of that kind. 

I questioned Bachmann with regard to the privilege 

which I understood be had granted to the BIS for carrying 

a special Swiss fra nc account at hie Bank , which could be 

wholly converted into gold at once, or partially converted. 

Bachmann said that this privilege had been granted to the 

BIS for an account up to thirty million Swiss francs of its 

own BIS resources, just so it would have the facility of 

making an imlllediate t r ansfer into gold if it was neceu ary. 

The BIS to date ba s not deposited the full thirty million 

francs , and baa not sought t o convert any part t hereof into 

gold. 

END SECTIONS ONE TO SJ:VJ:N INCWSIVJ:. 

EA:Lft EULLI'l'r. 
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I had a talk with Governor Rooth of the SWedieh Rikebank. 

l!e said that bueineee wae imprortng el1ghUy in hie country 

after a winter receeeion a nd that order booke were much 

better filled than t ney had been recently. Rooth told me 

that very ehortly a dollar loan of the City of Bergen and 

perhaps alec a dollar loan of the Danieh J.!ortgage Bank would 

be converted on the Swedieh market. The improved ~on~ on

o! the exchange position of Denmark wae mentioned, and Rooth 

said that t he Swedieh Riksbank would be glad and able to give 

the Daniah Central Bank an ample credit, running up to two 

years if required, whenever exchAnge control mi ght be en

tirely oast off by Denmark. Rooth observed that the Nor

wegian fleet was occupied, and that there had been improvement 

in the exchange position of NorwayJ he expressed concern, 

however, lest a shortsighted policy of trade restri ctions 

might be followed by Norway, which would check any real 

progress in that country. 

As for the Van Zeeland report, Rooth doee not eee how 

it can be very helpful to the international political situa

tion. He believes that fro11 a technical standpoint, it 

is faulty. .A.a for the Swedieh crown, he still feele it may 

prove to be necessary to revalue it upwards, therefore he 

is not willing to give an unconditional undertaking not 

to change the orown'e international value. 

I 
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I had a talk wit h Galopin, the Bel gian industrial direc

tor . He said that in Belgium there was a deol tne in business 

not because of competition f r oa the depreciated French f ranc, 

but in line with general deter ior ation of t r ade t hroughout 

t he world. The Governor of the National Bank of Belgium, 

Janssen, admitted that the business situation was not eo 

good; however, he found satisfaction in that labor troubles 

have been avoided. J.leo , political problema, the Flemish 

question in particular , are being handled smoothly by t he 

government now in power. 

On J.londay morning I had a talk with Schacht . He said 

that the foreign exchange position of Germany was a 11 ttle 

better t han it was a year ago, and that practically all of 

the materials hie country needed were coming into Germany. 

The internal financial situation, he said, was such that 

no difficulty in financing its needs was bad by the Govern

ment. I n his opinion, Germany was making some progress, and 

he urged that everyone have patience. The recent events, 

be said, would mean no change a t all in t he economic and 

monetary poli o1 ee of his countr y . The Reiobebank bad had 

no new men added to its staff. One of ficial , Brinokmann, 

had been lost to the Uinistry of Economics; otherwise be 

hoped to cont inue with his usual per sonnel in the Reicbsbank. 

The Reiobebank waa tened •the one re•ining conservative 

spot in Germany• by Schacht. 
I was 
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I wae told by Schacht that Great Britain and France 

should exprees t heir opinions on the Van Zeeland report , 

.:hioh wa s undertaken at their request, before expecting that 

statements on t he report will be made by other countries, 

Schacht impressed me - a nd some of my friends also - as 

finding some hope in the report as a basts for a possible 

approach bet ween the Germans and the British and French, 

The BIS economist Jaoobsson was of t he opinion that the best 

f eature of Van Zeeland' s report was that it brought diff i 

cult problems into tbe realm of discussion without offense 

to anyone, 

I n my talk wi th Schacht, he referred to an alleged 

statement by Senator Pitt=an intimating that our country would 

not be a party t o any internat ional group disoupsions in 

which political and economic questions were combined . Thie 

statement bad made Schacht unhappy, as had Hoover ' s visit 

to Belgium, which revived memories of the World War , 

Schacht, in speaki ng of the meeting between Hit ler and 

~ohueohnigg, said he positively did not know what had t aken 

pl ace at that time, 

I had a talk wi th Hulse, the Reiohsbank di r ector who 

accompanied Schacht . He spoke of recent events in Germany, 

giving hie version of the changee in the military and in 

the diplomatic onmpe. 

With regard to the situation in France, Basel ob-

sen-ere 
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aer...en were of the opinion that last week short co•ering 

and exterior politioal e.ente bad temporarily helped, 

but that there still remain to be solved the baaio prob

lems, in particular t hat of increasing production. 

A good impression baa been made by Uarobandeau, but as 

yet no one sees just what be can do constructi•ely, unless 

labor is peaceful and works more s eriously than it baa 

before, and unless Uarcbandeau oan create an atmosphere 

of confidence . Aa for exchange control, no one thought 

that for France it would be either effective or helpful. 

I waa told by Cobbold that if the French asked for cr edit 

London would still treat such a request unfavorably. 

Therefore aa yet no application for credit baa been m&de. 

BIS officials expressed disappointment that so 

far t he United State a has failed to give evidence of 

better cooperation between government, capital and labor. 

However they believe that there is still hope that by 

summer there will be impro•ament in economic affaire. 

The visiting directors had left Basel before news of 

yesterday's ann'bunoement regarding gold sterilization 

reached Basel. 

Karch 1• baa been aet as the date for the next meet-

1ng of the BIS. 

EliD OF WESSAGJ:. 

BULLI!T . 
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You ·aaven ' t c l .,ureo t nis Public Healtn bill with the 
Pr .:,sinent , tlb VL you? 

Dr . Parran nua en opportunity to see the President 
yesterd&y, ~nd th~y t a lKed to e ach other for obout 
15 or 2J minutes . I asked Dr . Perren to .~rite a 
memor< ndum of whu t hoppened . Per fectly f r 11nkly, I 
w~s thinking cbout gala . I wasn' t thinking en awful 
l ot t;bout tt. The t wo of t hem got nown to trading , 
>l'.d the Pr ~:s ident did give il im l' - mor e or less of 
c form. »nd when it comes over , Mrs . Klotz , if you 'd 
,;ive o. co~y or 1t t o Jh.c t.nd Bell. The Presi eient 
ro;:clly didn't ,Jr o::li se him much of <. nything . And 
::hen t host t.vo go t trtHl i ng, .fl\y , I t nought I 1d s t lly 
on t he sic.e l lnes, Lnn •-hen Perren c=e up on the 
Hi ll - Ur s . l.lor j!entneu sew hi ~ - he was t erri bl y 
disappointed . But Parron ha s never presented it to 
tne Pr esioent before, Lad as I re~ember it - nel l , 
~Lit until i t cones over . h s I say , he morv or l ess 
suggest td L t hr ee-yeor progr~m and nothlfll! beyond 
tha t . But ther e wi ll be e memorEndum bOd ll S soon 
<cS i" cornes •••. 

l:lut I steyeJ very much on tho sine lines because -
;;ell , I didn' t 11ant t o do anything to hurt Perren ' s 
ch<once, end tnis wes his chance. 

hnd I go t the gr eLtes t kick- the President kept 
saying, "As I sa i d t o Josie Roche . " I meLn I never 
ae~:.rd her ca.ll"d t h11 t bef ore - n hs I sa i d to Josi e 
Roche . • I t hought the ne~t t iae it would be "As I 
said t o Joe Roche .• "J oe" woulc be the nex t thing -
"As I sa i d t o Joe . " So it' s •Josie . " So noes tha t 

, 
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answer that? I'm going around to people I haven ' t 

seen. 
Did you get a r eport from 1\ac on the Kelly incident? 
1 saw the Governor 

No, I did not • 
• .• &nd he sai o t hat he appr eci a ted the positi on you 
were in. And this f ellow ~d contributed $50, 000 t o 
the campaign and he 's a vt~rY wealthy man. But he 
said that nevert hel ess he got the picture &nd thut 
when Kelly comes back from Florida - he ' d started 
for Florida - ana he 's going to resign. He ' ll give 
out some r eason . 

Resign from 11h1> t? 
hS Coll ector of InternPl Revenue. I tolo him nothing 
would happen in the meant ime. 1 told Guy Helvering , 

so 
To whom did he give $50 , 0JO? To the campa i gn fund 
of New Jersey? 
To the Governor ' s cumpu ign . Governor s ai d tha t he 
h~s a home f or cr ippled children that he' s interested 
in, <.lo1m on tne Jersey coast someNhere . They had a 
defici t of $40 , 000 last yeer end he came through with 
a $15, 000 check. 

unere does he get tha t money from? 

" by , he •.fa s in some "'~ r LCtivity and sold out. Very 

.,eslthy ma n. 

From Interna l Revenue . 

What did he(Viner) say? 

J,ccording to the Governor . 

·~ell, I'd say that your mission was successful. .But 
1 think the fellow ' s in the wrong place. I ' d make 
him Treasurer of the Nati onal Democratic Committ ee. 
1 think ne ' d do much better t here . 
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Well, he was • ••• 

IVell, anyway, it soWldS as though • • • Now, Steve -
and I thank you very much for going down - in 
r egard to this Collector of Customs at Norfolk, 
if you don't mind, I don ' t l:uite agr ee with the way 
you Nant i t handled, see? 

I see . 

... nd this fellow - this Congressman says this fellow 
is just a s anti-Roosevelt as anybody can be . And I 
would suggest that before I do any signing, you go 
over and see Mcintyre . I ' d walk over there . -
Wac called me and said ne was senoing •• • • 

damilton 1 s been in. 

I think the President will hold the thing up, but of 
course we can' t do ~nything fr om t hi s end . 

Well, I don• t ' want t o sign it because Hamilton seems 
l.lke un awful decent fello,v , pro- Roosevelt . And , to 
give you a li ttle sidelight, Carter Class sent for 
l'or l ey ~nd he said, 11 Wh:..t about t bese half dozen 
appointments over in the Department of Justice?" 
He ssia, 11 Am I going t o get them or am I not?" 

Farle~· ssid, "'l.ell , 
'-unnings . Frankly, 
.tia you, !Jr . Glass . 
Cll::llllings . " 

you 1 v~ got to tal~ to Homer 
I don't .rno•.1. I'm not going to 

But you'll hav~ to see Homer 

Now, a s I s ay, Hcmil ton impresses !lle like an awful 
decent fellow. But I t hiDA might Just as well - is 
he going to pl ey ~ith the pro- Roosevelt people in 
Vir ginia or is he going to play witb Carter Cla ss? 
But let them decide it . 

Got two Congressmen in Virginia tb~: t are pro-Roosevelt, 
I thi nk; that ' s all . 

I think Joe Keenan ln Justice - Norman Hamilton -
Congressmbn Hamilton that told me they ' re holding up 
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the cppointments down there . 

Frankly, I dion 1 t want t o get in on it . 

I wa s just warning you what happened . 

Right . 

172 

The other thi ng - Haa s , I thought your shop woul d 
be very pl eased - here comes a memor andum from t he 
Pr esi dent . I sent him your memor andum - bus i ness 
review of January :04. 11 Let me have sometning l ike 
t ois br ought up-to- da t e the end of this month . " He 
doesn 1 t .:an t it r:eekly, but he evidently does wont 
1 t montaly. I t i1ought t ua t was very ni ce a nd would 
e ncourage the boy s . 

It wi ll , v er y much . 

One thing more befor e you get through with me . 

Go aneaa . I wa nt t o give you people ..•• 

~ommy Cor cor an culled me up t he other day, intim~ ted 
he •. a s t al King f or t ho Presi dent, wanted me to get 
on the Jsc:tson a inner up i n New York . And I called 
J im Far ley a nd Jim sui <i , "It's e ll r ight wi th me, 
but I ' l l be ln Flor i da , t ha nk you . Ther e a r e only 
t wo candi da tes t ha t I h~ve hLd for Governor, you 
~nd Vince Dailey , a nd I haven ' t made up my mind yet 
wuich has the most s ex a ppeLl ." 

You and Vince Df i ley . 

That ' s wha t he s aid . I said, "Poor old dribble- puss 
Vince ." That v1a s the end of th e conversa t ion. I'm 
not going t o do anyt h ing . 

Jim is on t hat dinner committee, Steve . 

Yes, and I ' m on t he Bennett dinner committee . They 
put my name on tha t, so 

ii'ell, you know your way &r ound town . 

This f ellow- Cod, he makes me s ore . Be's not t alking 
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for anybody, but he calls me up, wants - "I want 
you to get busy on this fellow . • 

All right. All right? 

O • .rC. 

No.~ , Just so that those of you who !mow whom - who 
I•m depending upon tod~y , at 10: 30 I 1 d like Haas, 
Llld will you bring in flhi te and Daggit. And Ur . 
iaylor, wi ll you a ttend? 

~es, s ir . 

11): )0 . 
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Let' s see, that t akes cere of ever ybody, doesn 't it? 

George, I looked thr ough th" t thing yest erday and 
you ' re Nay behind 6nd you haven't got the new com
~&nics ln there, ~nd you htve nothlne in there for 
JanuLry . Take a look ~t tha t . 

I oidn ' t look a t it myself when it came in . 'ilhen 
it cume in, I was in those other meetings . 

I *CS Just dumfounded . 

P.nd l t three o • cloc~ 1.e go on liungary. And I 1 d 
li~e ~r . Bell here ~ t t hree . Herbert Fei s will 
be ner e . Mr . Taylor. 

Geordt: , wha t•s- h.is-nbme said he had L memor andum • 
.nt t hre.: o ' c lock . 

•'lho • s that? 

J n tha t . Your office h6S a memor andum. 

Jh yes . 

hnd will you sit in on that, Oli phant , a t t hr ee 
o ' clock. 

Now, the main t hing I want from you (Bell) is a 
tuuulation, and will you h~ve it r ebdy? 
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I t is ready, but I changed it a little; hbs to be 
rewritt&n this morning • 

• \Ul it be r esdy at three? 

Yes, s ir . 

lha t• s the main thing . 

You want someone in from my shop on that? 

Yes , I want you and whoever is working on i t . 

Uh-huh . 

No1t, lilt ' s do this tning no'v when we get the chance . 

(On phone) Ur . J esse Jones , please . 

I s ~r . Eccles coming f or lunch today? 

I h: ven' t ...• 

Cy , wil l you finti out , l e t Mrs . Klotz know? Please . 

Oh, J esse t a lked to me l os t night and would like 
~ lso 1 i n addition to the bank stuff tomorrow - would 
like t o t ake up this questi on of marketing notional 
mortgage associ6tion debentures . 

.. ell, r IlLs going t o call off tha t meeting tomorro;-; . 
I con' t t alk on bbnks . But if he ·.~ants tht t other 
thin~ , I'll t alk ubout it . 

He thinks t he other one i s r vther pr essin& . 

'•hich? 

National mortgage associ a tion. 

• .. en, I ' 11 take - tell him I 1 11 do taa t , but not take 
more th"n aalf a n hour; t hen I wUlt to go back on 
comcodi t i es again . 

nnd remember ~e t alked ~bout getting Randolph Burgess 
oown at the time you' re going to talk about tha t ? 

I s he ready for tl:lat? 'Nbat? 
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Burgess is going away. 

I s he r eedy to talk on that? 

Only n& tionsl mortgage ussoci stion stuff. 

Ylell , I 1 u not retdy :tnJ 
buy .vhe tever he ' s got. 
he ' s got . 

he ' s not r eady, so we ' ll 
\\'ha t? I' ll buy wha t ever 
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What I 1m going to do is - I 1m going t o shut off 
evarything but this thing on commodities end Hungary 
this week . Ttwt 1 s all I can handl e . That• s all 
I can nendle . I can' t nandle any mor e . Thi s bank 
holuing thil16 will have to go to next week. But if 
:J.e thln.tcs he ' s in a hurry, ~thy , we ' ll do th• t to'!lorrow 
and 6ive nim half a n hour , which i s plenty of time . 
But if I can assimila te t rus price co!IIJllo..U ty t hing 
Lnd Hungt. r;r before t ae President l eave s , I think I ' ve 
done my duty this Reek . 

You (Viner) are sittiue in t t 10 : 30, of course . 

(Nods yes) 

11nd o t three • 

(On phone) Hello . (!:Ins conversa tion d th Jones) 

NoYI , who 'N:.nts to snoot nt lie? Thira basket? 

~ ery :.musing on the Hil l th«t they have had every 
combina tion of people in the Committee now except 
h~lf of the Democra t g ond half of the Republicans . 
One day the Democr u ts of the Sub-coJumt ttee meet and 
next duy the Democre t s of the full Committee meet, 
and I think they ' l l hove one day the Republicans mee t 
Nlth one Democr a t, tnen tHo Democrats, so forth -
thtJ t •.wCJ.y ge t complete accord . 

Haven' t yet got a Ninnlng co111binstion? 

AVJJt.rent ly not . r.tr . Vinson j)Ulls a ne.v 0\'hite r abbit 
out of the hat every second day . The nenspbper accounts 
s~~.y they ' r e fighting the undistribut ed profits . 'Nell, 
they 're not. 
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.. hat are they fighting a bout? 

1'/hf. t t he home tollll boys wn nt . 

Cha nges fr om day t o d ay . 

Yes . I t ' s a l l like this . Davey Lewi s is full of 
sweetness a na light on the bill a s a whole , b ut llr • 
• :einbrenner , once Secre t a ry of Stat e of Maryllmd, 
is all in f &vor o f letting pt.rsona l ho l d ing co:n
panies - I mebn per sonal finf nce comp~nies out of 
the ,;>ersonn l nolJ ing compr ny provis i on; therefore, 
ve oust fight :md d ie ove r thbt 'for s f ew days . 
!nen ~r . Vinson pic~s ~ne o~t of the air about 
conte~plation o~ de~ th . hnJ then some cot t on firm 
·1'1 t es ~r . Dough t on the follo.t i n.:; da:r , t.nd so forth . 

f.ll this goes t o sno,•1 t h:. t tht bill is being pushed 
~;ith -.11 possiblt:! speed . 

t.ll rignt . S0 :,. ~u ' re a ll right? 

No , I ' m not all riaht , but •. • .. 

You sound a ll right. 

i'iell, I ' m 

(On ;>:lone) Hello . ( Conve r sation with Sem; tor 
Bo. rkley) 

He ' s ,;oing t:o s ec you (1.!-:Reynol'l s) today . You sow 
tne note l'roo t he Pr t:!s ident o n tois , d1an 1 t y ou? 
.itll , it came in lott l us t night, s i mi)l y ra i s ifl6 
tne ..,uestion t :IIJ t Il lin .>is r~Jises ~ •• ues tion with 
him o n olu bE.rre ls and neN bt".rrels . The longer 
those boys .~cit- we ' ll ht ve ~ real - it will 
be come a nE tion~ l issue . They ' l l line u p on i t. 
Th ey • ll line u1J o n 1 t - i)r e -Chicago and ~fter
Chica go . I melo n 1t ~ets d o·.m ••• • 

No::, whfi t e l se h 11 ve 11e got ll r .> unu town? 

~r . Op~er mas confirmed yes Lwrday . 

So I saw. 

I na ve expressed, on behblf of the people t h1• t ,;or iced 
::i til. him, ~o nd myself , our ~tppreciation • ••• 
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Do you mind standing? 

/.'ell , I ' m sitting now . And I we nt to talk to you 
tbou t the proble~ th1 t r Gises a bout r eLssicning the 
·•or~t. 

Lon't tninA Clarence is ~oing to get off LS c heap 
L s t !11:1 t , ;~o you? 

11~;~11 , they • r e running right ~:f ter him to get through 
.1<' rt. , c o rie ht to work . 

He .·:on• t t E<ke ilh oa tn b., fore J une , Rill he? 

~11: 1:1ll right. 

I .~oat • bout 1 5 .ninutes witn you . 

•ell, ~erfectl¥ fr~nAly, I 1 v e got this commodity 
tuing t. nd t il is liun&a:l thing . I 1 m go in~ to clean 
t ,lt• t u;> , a nu ev<.rythln;; e l se .vill he ve to go by 
tn.., 11 y . I consider this 1~0st i mporta nt . And the 
flr!!t me n on tny l i s t is Admiral ·::ae s che . 

No .; , ;rou ( Bell) art> 1 1 L r~t UJ to d eposit your go l d? 

nbout . In the mi ddle ot' the dey . 

No~, LO I co rrect tnft i f this bcl~nce doesn' t go 
-.~o .. n, it J U St; aotsn ' t flo.v - I me;.n wy b& l&nce - it 
.,t:.ojs ~ut . 

No, yo w· bal a nce will increese a little there . 

No , bu t I mean it hasn ' t gone do·an any.vay. 

No 
1 

y our unem;>loyment trust has t aken c P. r e of it . 
Your <.1 ebt i s going up , thouglt , you no;;;tce . 

Inc~dentelly , I thought tnLt me~or~ndum from Reagh 
Nns lousy . I meLn it didn ' t serve my pur pose a t a ll . 
I .ant 1 nother one . 

No , it was too technica l, involved . 

Jus t give me four pages - my God, I could - in the 
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first place , i t aidn ' t an!lwer t he question, d id I 
.:o on the Hill und wht t did I s ay? 

It .. a s there, but th:•t was involved too . 

- 7" .! v 

I me :an it ' s :. I hf ven ' t got tiUie t:1ese d~oy s , George, 
to re~a a 4-~~ge meaor :.naum on a sim~le . uestion. 

I t;ot thLt t just before you ... er e les v1.llb tile office . 

I didn ' t speak t o George; I spoke to Reagh . Just 
hid 1t on Geor ge ' s desk during the day . 

1 hud to shoot it through . 

Jus t r emember , I•m c poor f brm boy struggling along , 
1.n.:1 you send uae ~o -.c tutri&l r eport 

""" 111 .'ut it in lay:•wn ' s l&ngu~>ge . 

It is much .vorse tnon the otner tning . The other 
t hing ct.me ot:t of Olipht>nt ' s office. 

Suyin6 :. lot, George . That flattens you out . 

!low, .111ere are ;,e? Everyboay na ,>py ? I don ' t ooind 
tellins you I em very hep,>y this morning . I feel 
S<ei l . I think, es I st>ld last night , 1t is a move 
in the r ight oirectlon. nna if an;rbooy is interested 
in .mo~:illi: <:na t nq.1penea ;. t toe pr ess conf., rcnce, I 
sugcest you tal.t to eithe r !&r . Gaston, Taylor, or 
U~n&~ , b~cause it 4"S b v ery &m:.zing pr ess conference . 

'fhe bvys wrote fine stories - t.\e on, s the ~ I saw. 

You mow what they aid? Just took 1.!arriner 1 s stuff 
t~nu cnucked 1 t out the '1inda1<. 

'l'hou.;ht t hey ~i~ed th1 t one sentence 1n th~t one 
s t o r y t n&t I r ecognized . 

ooell, I diu rea.i t!lc one thing, ;:hich b lliUSed me, 
t ha t I , fiscal of ficiet , s ay tnat the Feder~l 
~eserve Board thinks .•.•• That ' s just ~hat I 
didn ' t want . I •1on 1 t Lo into it, but if ~o nybody ' s 
inttlruateu or .vould be emused I tnin.t tuey snoul d 
get it . 
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'I/ ell, Arch t!llked to me - I hadn ' t t alked t o llr . 
Gaston- Arch came out and said • ••• 

I 1 m surprised, Ar ch. 

179 

I •m a,vful glad, for those pres ent, tlu!t I did nothing, 
t hat I Just sut her e , whipped my chair and tapped my 
foo t Lnd said nothing . But I don't think it was up 
to me in any way to prompt him or change wha t he did 
or anything . Tha t was his story; he ' s Chairman of 
the Federal Reserve Board ; it ' s up t o him to conduct 
nimself t. s ne sees f it. Do you check on that, Cy? 

On, yes . I don't see no·.1 you coul d interrupt him . 

1/elt, I feel v er y 1•ell. 

Di d you want this gold immedi a tely d eposited in t he 
Federal Res erve B~? 

Yes , s ir ! 

Or just as and when we need deposit it? 

Today . 

'l'odey depos 1 t it? 

Yes, s ir. Sa i d it would be done today . 

You told them it woula be deposited in the Federal 
Reserve. 

Yes , t oday . And then in about a day or two I 1 m 
soing to ask you how much jus t this - oh, a s soon 
bS tnis blows over, I want every silver certi ficate 
I can l ay my hanJ on, r.nJ deposit that in the Federal 
Reserve . Bow many silver certificat es we got, boys? 

7J million . 

On hand? 

I think so . 

No 
1 

.ve got about 30 m1ll.1on dollars of s11 ver certi
fic&tes . Got about 70 mill i on in free silver . 
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How much we go t printed? 

Bet ween JJ and 40 mil l ion. 

;.ll rignt . nell, .. e •ll do tilJ.s • 

. :e• re starting a procrlllll of trying to prJ.nt a 
hundr ed mil l i on tens . 

I know . But the JO million dollars - I wont to 
deposit tha t. 

The only way , as I wrote you l a st night - why , 
ap,>arently the only •1ay thc t you ca n speed up so 
bS to pick u~ tha t extra 70 is to switch to t ens. 

Tha t' s fine . But i f we•ve got J~ mil l ion oollars , 
I Just 'Nant to t ake it und deposit it. So I'm 
)Utting you on notice . 

" e nr.ve to do that through the Board, you know. 

Tha t ' s all r ight. They ' ll like it. But maybe we 
cttn t uke t ha t up a t lunch time today . 

I t hink you r ea l ly ougnt to discuss it with t he 
'-lla irman . 

All right . Got to lli1ve some t hing to discuss a t 
lunch. I again s ay I 1m feeling very well, thank 
you . 

You can oiscuss press confe rences . 
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P:-esent: 

Llr . 
Ur. 
llr. 

Febr uary 15, 19~8 

10 a . m. 

John Pelenyi, Uiniater from Hungary 
Ravaa, Financial Advisor 
Taylor 

~: Row do you do , l.lr . Secretary . 

RU,Jr: Very gl ad to see you. 

!.lr. P: I want you to n:eet l!r. Havas, Financial 
Adviser of the Legation. 

~. Secret ary, I ~ve t o a~ologize ~or intrudin~ 
on you. I know how terribly busy you are and I know how 
t.11s ;oa;; ; er tilD.t we lu>.ve - - how difficult i t i s for you 
and for t lle Government . The only rea son why I did ask 
f or t ni s favor i s because I have to ~o pretty soon to Cuba 
and 1naamucn as I don ' t know how long i t is goi ng t o t ake 
me t nere, I don ' t want to l eave until I kno17 what the oi t
l:lltion i s . Now I hope you don' t take it as any undue 
pressing or anytn1ng like t hat. 

H¥. , J r : No . You sPe, we only go t - - t nia came 
over from t ne State Departxent Friday / your aide memoirs, 
so t hLt wnat I am t r yin£ to do , I don t know whether I 
~ill be successful, but I am ~oing to try to brine it to 
a head t his we e:k , because t ne President l eave a Friday night, 
to be gone for a week , and I hope t o have a definite answer 
for you t his week. 

Mr . P: This week. 

HA! ,Jr: This week. That would mean an answer 
ss to whether it is acce~table or not and t hen, of oour ae , 
the next t ning , if it is acccptcble t hen it would be a 
questi on of t alti ng it up with Cone;ress. 

~r. P: Natur a lly. 

RU,J r : Or , 1f it ian' t, cabling back i nfor mi ng 
your Government where i t is not acoeotable. But I t hink 
I will have something for you , some sor t of an ~nswer for 
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I have made you before Friday noon, poeei bly Thursday. 
it the first order of bueinese. 

Mr. P: Very grateful, Mr. Secretary. 

HM.Jr: So cert ainly before t he President leaves 
Friday night we will have some kind of a mee sage for you. 

Mr. P: Well , t hat answers my query. I asked 
~r. Havas to come along with me in case the re are any 
qucat1ons. 

HU ,Jr: No, we are not ready. 

!.!r. P: I see. 

HM .Jr: But, as I eay, I can't add anything t o 
wr..n t I have said. 

!Jr. P: Yes. 

HM ,Jr: I am pushing Just as hard as I oe.n and we 
will have something defini t e for you Friday noon at the 
l ates t . 

llr . P: Awfully grateful, Mr. Secretary. Please 
r emember me very kindly to lir a . Hor gent ht\u . 

H!.! Jr: Thank you. 

• • • 
After the Hungarians left, HU;Jr said to Mr. Taylor, 

"I talked with Feis before I told t hem this. Are t hey goi ng 
to r\ng that little f ellow ( Havne ) in? • Mr. Taylor re-
plit>d, "Yes . • The Secretary tnan commented , •I t' s too bad. • 
Taylor said , "He ' s tne guy who has really brought it all 
about, appar ently.• 

oOo- oOo 

182 
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ill t'il l.:E. PJ LICY STATE!if.NT Febr uary 15, 1938. 
10:30 a . m. 

!'r esent : 

~r:· 

n . ! .Jr: 

H. · . Jr : 

lil &S : 

• L~. Jr : 

Grston: 

!i. '.l . Jr : 

.1"111 te : 

ri . ~.Jr: 

t!aus : 

Jr . 'J. ~<Y lor ' 
;.!1- . a a c. s • 
:.l r . White ' 
IAr . D&gg i t J 
~~· . Viner' 
\\r . W;.llbce 
i"r . E.zekie l 
..!r . Lub in 

loal l <. ce s a i d he ' d. be l a te, didn't he? 

~aid he ' d be • bout five minutes late . 

Is he bringing Lnybouy wi th him? 

Yes . 

ilell, l e t ' s get started a nyway. What? 

Lubin, ·11ha t we ' r e try i ng to do her e is this . As a 
r esul t of t n i s mo ve we made on gol d , the President 
is uesirous oi' r es t a ting his pos i tion a s to prices; 
vc.rti cula rly ne unt s to t ake up t;ha t he s a i d l os t 
~pril 2 - t hct sta t e ment , you Anow, where he sa id 
; rices .. e r e t oo nigh, " nd he fee ls he nas mis<.uoted . 
1-n <i I h<> v en' t go t tnf t here . Ha v e ,;e? 

Here it is • 

hj)l'il 2 . 

Yes , that ' s t ne New York Times r eport. 

And then again, Mr . Lubin, r eviewing wha t he sai d 
here more recently in r egard to monopoly pr i ces . 

Tha t sounds like 'iiollnce . Isn' t it? We ' ll wai t 
a minute • 

These ar e ell the reports. 

On, f ine . 

Just t hbt one day - f r om hpril 2 . 
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(v;alle ce comes in) 

Hello . 

.. allece: Jello, Henry . 

a . ·~ . Jr : Sit down. Did you bring anyLody .n tn you? 

··:.llt.ce: Yes . 

1t . 1 . Jr: 

nHllt Ce: 

H.~ . Jr : 

,','ullf\ ce: 

(Ezekie l comes in) 

~·hot I os..ted - wna t we ' r c trying to do is this. 
.. e h~< ve mode our move on s old a nd t he President 
is a nxious to resta t e his position on prices, going 
btc~ t o whet he s a i d on April 2 , on >lhlch he fee ls 
ne .. as entirely mis-.uot cd, ond to r esta te his 
position .v1th r egar d to monopoly ;>rices , you see . 
And I ~sked nim whether he wouldn ' t plea se give us 
1. cnLnce to work up sotnetning for nim and ;'lS i t until 
nts fri~ay press confer ence before he does 1~ , e nd 
he so l d he ' d be more tha n gl~d to wait. Because -
I don ' t ~<now how you !'eel , but I don 't lmo:1 a nything 
more i mportant t han, if he ' s going t o res t a t e it, 
t h11t we a ll ha ve a cht- nce t o work bt it arul give him 
t he bes t we've got. And os I s a i d , ther e ' s no use, . 
f o r inst ance, our .. orking on it ,yhen it might or 
might no t look 6 0 0J to t he f a rmer and it mightn ' t 
look rigut to !Jr. Lubin. So 1te 1 r e all here a nd 
ue said he would see us u t t.vo o • clock Thursuay . 

See, Henry? 

"11 01' us. 

r t ak e it you a nd me ond Lubin and :tho e ver we want 
to bring with us . But Nha t I h<d noped to ao - by 
working tne r our st&fi"s , we coul d get some t hing , ~nd 
.ve could get toge tne r ti s many times mor e I'S necess:.ry, 
a nd then nave the staff~ work &nd t aen have soaet hing 
for nim t o r esta te n!s position . ~nd of course, 
this thing of prices - I oeon in relation to unem
ployment, Lnd t his wnole questi on of vhe t a r e monopoly 
;>rices, ana the rela tion to &griculture. No11 1 I tnink 
it ' s u wugnii"icent opportunity for us . 

Oh yes . 
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And in connection wi th what we have done here on 
eold - I mean i f the President ~ill make this 
stutement, I think he can make it or break it, so 
to speak . And I think there ' s been so 1nuch mis
unders t anding and there is in his own - us a rn& tter 
of f act , he restuted his whole posi t i on to t he 
leaders yesterday morning , Bankhead and tt1e r est 
of them, when they were down, and I was surprised 
to find no•r keenly he feels on this subject and 
ho,; disturbed he is a t the number of times he's 
b een misunderstood . 

!los, that- thbt 1 s tite problem, and bS I say •••• 

lie aasn' t d icta ted all)' tiling nimself? 

tlot a thin&. J.nd he ,>romisea to tteep off it until 
he saw us Thursday at two o ' clock. 

lio you nave a ny outline yourself <> S to what would 
be •Rise? 

:.ell, our boy s got 11. little head star t . Haas, do 
you want to t alk on this? You gave me something 
yester day. 

Well , a ll we did v1as Hri te ~< ver y brief stat ement 
trying to bring the Pr esi dent! s - all of his s t a te
ments i nto b consi stent •'IDOle. And os ll'e s n.v it, · 
as ne ll'ent over tne statements, the misunderstonding 
hhs l ar gely been u confusion among the press betNeen 
nis statement s wita r egard tot rend in one instance 
~>.nd his sthtements 11ith reg~>rd to ;>rice structure in 
the other instance . The main confusion is tha t bt 
one time he is tblking pbout elevEting prices and 
another time, in connection nith rigi d prices and 
mono;>oly prices, he was saying, "They ' re too high," 
and to a laymon the statements seem inconsistent . 
Apparently there is no inconsistency ; in one esse he 
was t alking , bout thls price structure, the composition 
that goes to make UJ' the total commodi ty price situa
tion; in other cases, t alking about elevating prices, 
he is ta l kin& about gener al level of a ll competitive 

prices . 
Yes . There is ~ ~a~nificent opportunity, isn' t there, 
to get out a full sta tement. Nill the press give him 
toe play on a full statement? 
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Oh yes . He wants to devote a 11hole press conference 
t o it, Henry. He wants t o devot e an entire press 
conference t o this . 

Then there is a ~uestion of rela tionship of pri ces 
to - agricultural prices , industrial prices, things 
tne r~ rmer buys, tntngs t hey sell. I mean that 
inter-relationship i s part of the price structure. 
1he r el a tionship which Lubin is interested in is 
level of prices to t he cost of living . 

lind t hen the level of prices to employment. 

To employment. 

tlow 1 wnere i s this chart which \fe keep r eferring t o? 
••her e i s that one, George? Have you got it? 

ioould you {Daggi t) get it . 

(uaggi t goes out) 

The rigi d prices and employment . Let's get some of 
these things t lu t .1e d:now he ' s l ooked at , you s ee . 
Huh? 

You better not look a t thbt one any more . 

oo'ell, no, but if he asks for tha t - "All right, where 
is t na t chart which I saw?• - I mean l et ' s get evecy
tnine on the table that he hos looked a t. 

You bet ter suppr ess thot chart. 

What ' s wrong with it, Viner? 

I wus suspici ous of it. You start breaking up an 
index number that ' s a r outine thing , that' s going 
on for years and ha s a general purpose rather than 
a special purpose, and you try t o use it for a 
s~ecial purpose and you•r e likely to find on inves
tiga tion it doesn ' t meet thct speci al purpose . Now, 
I don' t ~ow i t in d et ai l , but I began peeking around 
at the items in the rigid price group and some of them 
looked r a ther queer to me , ond I b egan inquiring from 
trade people who either charge the pr ices or pay them 
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in Chicago, Lnd began to find s ome funny things 
about t hem . 

Just nominal prices , not re~l prices? 

Tlley 1 r e n:>'liru.l pr i ces, or, for inst&nce, the 
~gricult~ral implements 

Change ln quell ty? 

••• chen,se in ..,uality • .l.nu yesteruay I talked 

187 

t o Mr. uubin 1 s - Mr . Hinrichs, isn't i t - and af t e r 
some conver sa tion it turned out that the information 
tlla t tae Interm1 tiona l Harvester people hnd given me 
sas :bout ~ccurt-te - th~;~· •ve cleared it >11th Labor 
too - ana as t.ley t ol..t me , th., figures in tru. t chart 
&rt 30 ~ercent out. 

No. , &l:;o on tools , .-.ulte t< few of the items t nE:lrt: 
ere nonJ tools that r;;m~ ined vbsolutely rigid, und 
::hen I in-<uir-~a t rOU!'ld in Chic&go I foun.i out th2t 
probrbly tne e x plana tlo n was th:>t every big munufr.c
t~rer of tools hus some speci a l br&nd , some ~et 
tool , oi' ;lh ich he sells small qur.ntHies ; it is 
" ) rt;stige ite~, ~nd th&t he ~o intains under a l l 
circuostr.nces Lt the stme price, but ne doesn' t 
sell 6ny of them to speak of. In other words, it 
is not o good s:.mple; t rul some of these hand tools 
fell v e ':y en stically during t he depression in 
price; the one~ th~ t tn or din1ry CErpenter or farmer 
~ould buy hcve fa l len very sh::.rply , but if t •tey wanted 
this ~ey or presti ge product or this pvrticuh r 
concern, .v tth this pc.rticul~t r label , th~t price never 
c .. angeu . 

Lubin Ill• s tile .;c.me proble'11 ?Oi t n r egr.ra to nis building 

Nages ; n;;s a nomlru.l wu;;e . 

I we~tn I think in all c ases you can' t expect Nha t I 
call c. routine index to take CLr~ of such problems 
for L particul~r ~urpose . The changes in the index 
to ad just to tha t , I um s ure , can be maoe only very 
slowly a nd imperfectly un:ler the best of handling of 
it . I am not criticizing the index a t all, and for 
gener;;l ;>urposes, ,;hert it ' s dJ::> ;;nu soae ite!lls , I 
Clon •t thin.< th .. t hings I am saying affect t he quality 

of tha t index seriously. But for a particular purpose, 
where you a r e breaking it up into groups, I feel tha t 
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there are parts i n the structure where, if the 
Administration i s going to t alk about them, it 
ought to make up special groups, examining e ach 
group right from the roots , s eeing to it thut 
it means what it says. Other•ise, the other s 
will pick out the flaws in it, i gnore the rest 
of it, and show tha t the Government is using -
t ne> ' ll say bi a sed data ; I 1 ci soy bad de t a - to 
make & point . (u•-1!:!!11. returns with ctu.rt) 

Thert.~ nus been a study which ha s been made just 
on th~Jt point which we learned - Me&ns has hvd 
t .to men working f or six months taking eech one 
of t he ;>rice items th:.t. goes to make up tha t 

18~ 

curve, cxLmining whether t h.,y o.re E ctuel, nomirufi, -. 
traoe practices , etc ., ~nd , though the findi ngs 
Lren• t evt ilLbl e to us yet, t hey a re Lvailable ; 
if th;, Secretar;,· " !shes , .:e Chn ge. t tnem . 

It uay very .• ell be t hu. t the results of " study 
for t his pur pose mi ght be even mor e striking than 
th1 t chu rt. 

I think his conclusion was tha t they di dn ' t sub
st&ntitlly v ~ ry the conclusion, but that they 
dia m~Ae lar ger changes ln the individual items . 
'ihose changes ere alreauy apparently made, ~;nd 
with the Secr etllry' s per~ission ..•• 

I ,;ould think, Viner, th~ t after m6kine < very 
detailed s tudy of t he sort you descr ibed , that 
in all pr obEbility - SUJ>pose you cut down the: 190 
leest sensitive J)rices , •:e ' ll s ay, to 50, which 
would be ecually r epresent a tive- tha t prob~ bly 
you wouldn ' t cause this to di p a t t his l ow point 
further than there, would you? 

Well, it might even be more s triking . I am no t 
saying that the conclusi ons would be alter ed ; I 
am simply s aying th&t you a r e vulner Pble because 
t ile resul t s you get are somewhat accidental . 

To give you a concrete illus tration of what the 
problem is , one of the most i mportant items in our 
economy is coal . Now, our purpose of our index ls 
to find out wh~> t it costs a t wholesale, tog et a 
series of things, t aking the economic system ns 
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a whole . Now, coal prices a t t he mine a r e one 
thine, but tha t doesn ' t represent what coal costs 
the manuf acturer or the person who is using it . 
Consequently, our wholesale prices of coal ore 
delivered prices of coal, no t mined prices . Now 
i n tbut delivered price i s a wholly inflexible 
item Nbicb is in meny ins t ances severa l times t he 
cost of t ne coal at the mine - r a ilro•d freight 
r ates . So you get what uppe10r s to be a very 
inflexible price f or coul , wher e&s in r eality a t 
the min~ it may go up or down 20, 30, 40 percent 

18~ 

in the course of a year ; but due to the f act t hat 
t he cost • t the mine is so insignificant as compared 
to the cost of transports tion, in v ery m~< ny instances 
t hat flLt freight r a te mt kes the prices more or less 
stable . 

Thpt tpplits also to the flexible prices here . Some er t hese flexi ble prices Lre r eslly probe bl)' v ery 
inflexible. !leats are in the flexible prices . Now, 
the r ~<w materit.l is a very important part of the 
price of packers• sal es, and the r aw material price 
i s flexible , but 1t m~<Y v ery well be thb t the mark- up 
is not flexible, a nd the packer ' s price ts the mErk-up 
~Jnd not the price of the cor cass . 

Tbe p10cker 1s price i s flexible, but i t is the r et ai l 
price th:. t is inl'lexible . 

You Ctbn the pac~er • s margin is inflexible 

He wt.s going t o pick a l~lf dozen of the most out
standi ng items and present some preliminury report 
on it, and the arrangement ,\'l.S yest er Jay tha t 
Hinrichs an<.l nls s t af f wer & to go over the stuff 
tlu, t - items th" t made up tb1s 1nsensi ti ve index 
and to break them up into those on which there is 
little doubt, those on ;;hich ther e i s no doubt about 
tha t, Lnd those which we want to look into . Tha t 
preli~inary study, t uken t oget her <i th wha t Ueans 
m&y hove already done, may provi~e &dequate ml t eriLl 
t o s t Lrt off with . 

One mor e poi nt I want t o throw out, and thn t i s 1 if 
we ' re going to discuss t he price structure ~e ought t o 

I 
' 
I 
I 

I 
f I 
,fj 

I 

( 
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d i s cuss the price structure end not a special 
selection from it. And the most rigi d part of the 
pri ce structure - in fact , it i s not only the mos t 
rigid t hat is undesirable; it is the flexible, but 
a perverse flexibility - is that part of the pri ce 
str ucture over which t he Government has some control . 
"nd tlwt is particularly in rei>ubted prices of public 
utilities , freight r a t es which go up when t hey should 
go down, and in the wage r ates of l abor, hourly r 11 t es 
wnlch have gone up much more than t bese rigid prices 
itave gone up in t his period ; ll nd t hey are an essential 
par t of the price structure . And I say in a complete 
picture and in a -.1ec l sion ~ 5 to •::ha t to do about it, 
they ar e important elements . I am s aying nothing 
about tax r a tes . And also interest rates, and 
pat·ticult rly interest r l tes charged to customers 
ana not the New York money merket r ates, which are 
of lees t impor tLDce . 

"ht. t is the net impression that you •l&nt left on t he 
public ' s minu by the s t atement of the President? 

I 1 d like to let the net impression on the public ' s 
mind - Wha t the hell - or, r uther , in wha t di r ection 
is the Administra tion headed , 11h1< t is our policy? 
I mean that's - I mean I don 't want - I don ' t think 
it's - Nha t I ' d l i ke to leove on the public is t hat 
we ~<now which w r.y we ' re going end that ,·.e h~ ve 11 
policy, &nd t hat tne whole Administration i s headed 
in the some dir ection, and th&t the statements which 
are mtde by various people should be consistent, see? 

I •m Nondering ..•• 

I mean I don 't know, I' m not trying - I 1 m v ery careful 
not to soy wh;ct that shoula be . But I do think it 
should be an Administration policy, so thtt we, ins tead 
of- if the Pr esident s~ys some t<ung - I don ' t know, 
I think .ve have intelligence enough to get something 
f or him - that ' s t he way we • re headed, E-nd so the 
;>eople won ' t sit back and one fellow s ay, "VI ell, 
the Administration Rants lower pri ces, the Adminis
tration wants higher prices, and what do they mean 
when tiu:y say higher prices, wh&t do they mean when 
they say lo.ver prices?" so the net r esul t on the 
public will be, "Well, this is wher e they 1 re going, 
end we 'll start buying again. " That ' s what I'm 
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hopeful of. But I am personal l y - i f you ask me 
what is the Administration policy - I mean the Robert 
J ackson s peech, &11 of tha t stuff - I mean it all 
just do esn 't make sense, and the people come down 
a nd they cuss this out and t ha t out , a nd t he answer 
is there are too mb ny sta tements tha t have to do 
with prices and nobody knows whD t the answer is, 
Henry . I can s ay this in my own room. 

Well , what I am wondering is , suppose we get 
together •.• • 

I me6n we •re cal ling a spade a spade here . 

I am wondering to wha t extent, when you get t ogether 
t hi s m& t eri l..l , some of which will no doubt have to do 
with f lexible and inflexi ble prices, to whe t ext ent 
t hat will cause the Pr esident t o do s ome moralizing 
as t o the inflexible prices and come out Nith another 
sta tement 1 bout E r eform of some kind . 

-::ell ... 

"nu 1t just seems to me th~<t 1f it has tha t effec t, 
tlu.t c statement of that sort a t t his time will 
certainly, under cross ex1..mination from t he news
paper s - I t hink it woulu be unfortunate to come 
out with a stat ement of thGt sort at t his time; 
t h&t is, to indicate t h1..t we ' r e •••• 

•·ell, I think - I mean he ' s dei1nit ely asked us to 
oo it, to s ee 'Nb.E:UlerL&bor , Agriculture , the Treasury 
can - .;hether we Clln agree on " price f ormula . 

Yes . 

Now, if 1·.e can a gr ee on E price formula umongst 
the three or ganizati ons , present it to him, and 
then we ' ll have a chance - arter ell, I think it 
is mos t r easonable tha t he i s wa i t ing, instead 
of h11ving it for t oday ' s press confer ence -wa iting 
until Friday . I think i f we can agr ee on a price 
formula , ss to what .. e thi n<£ , i t should be - and have 
ample time t o t alk to him about it, t hen it is -
per sonal l y, I menn, would b e mos t enlightening to me 
t o know whut. the Administr ati on ' s price f or mul.a i s . 
J. nd t hen, second, when we put 1 t up to him, to get 
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his r eact ion, because there isn 1 t a day - Vi ner 
comes aown nere ever so oft en and he keeps asking 
!4e 1 "What is the Admi nistra tion policy? n 

.. ell, what would be your i dea of , , , . 

8uh? I mean if you 

192 

It ' s a terrif1~ job, I ' ll s ay that; I me~n putting 
1 t tne way you .• ut it gets you absolutely into every 
activity of t he Government - almost t hat ; almost 
every acti vity. 

Nell, isn't it about time it ~as correlated? 

011, I aeree on that • 

,.lJsolutely . 

Don't you feel that you're groping in the dark? 

I think i t ' s grand . 

I mean not :.s fo r as your O•\"ll sork i s concerned, 
but ~a s your work - wher e 1 t touches othet depart
ments . 

I always feel ths.t hlllf ol' our agricultural policies 
rest in tne cities, bnd price a nd labor policies in 

the cities . 

\'/hen is the President. e:oing to sign the agricultural 

bill? 

?assing on it no11· . 

Doesn ' t tha t give you the springboar a tha t you want? 
'l'bat i s cert a inly goina t o have an effect on agricul

tural prices, and i t seems to me 

I don ' t think it ' s eoing to have any i mmediate effect 

on agricultural prices . 

Well , I j ust muke the sugges tion tha t you can tie i t 
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to tlwt and g i v~; him a ch~;nce to r estl: te nis price 
philosopny possibly more logically than •••• 

I think you coul d use the agricultural bill as a 
s pringboard in this sense . It is - I am almos t 
tempted to c a ll it an agricultural balance bi ll; 
I mean there i s a concept of bal ance there, and 
aft er Lll tha t is the concept you want runnine 
through this price statement - a concept of balance . 

You got two things . You got the cold that you just 
announced t oo • 

.. hr.t are tne vur ious forces that the Government has 
in i ts control tm.t con be used on behalf of bo l ence • 

. 7ell, t o harmonize t hose two possible i deas which are 
i mvlied - thret> iC.e&s 1vhich are impli ed i n t he r ecent 
gold act i on, in the f t.rm bill, <•nd in his r ecent 
st~o t ements .. i t.h r egurd to prices; it i s I.1II attempt 
possibly to find .onere tb~; t state of ec,uilibrium is, 

pulline some prices up which ar e too loN, ~eeping 

some ~rices from rising, or possibly depr essing some 
privately c ontrolled prices, and seeking tha t bal ance 
tcmonc; f c. r m prices "nicb is your obj ective , end seeking 
some hli rmonious statement. which ~'>'i ll involve al l t hr ee 
~nd :vhich will int rouuce consistency in his V I rious 
st~> teJ!Ients and in E position which he might ,,ell take, 
waich cEn well hErmonize those three . 

Yes, I think tha t' s fine . I t hink this pr esent a cci
uentcl cvmbi nll t i on of c.cti..ms <mich would be the 
springboard ·.vould make it possi bl e also to mske a 

sto tem~nt that he r ec lizes that prices a r en 1 t alto
g~ther b matter of monetary mani pula tion; t ha t while 
monetary forces ent er in, yet elso .physica l for ces 
hLving to do with r elEtive sup~lies and so on enter 
in - r a te of business r ctivity . 

Have t o wor k in his wage philosophy t oo • 

WorK i n nis Nll8e pnllosophy . 

In that connecti on, will tbe $ &tement bo broad enough 
t o not merely ha rmonize these r ecent statements, but 
t o set f orth L broad statement of policy which subse
quent action for tbe next sever al months would all 
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pr esuna bly fit into ; e nuncia t e a program and a s -
so tha t a ny later action t oken, relief payments or 
other Nise , woula f it into the objectives ulreody 
s t & t ed? 

llell, [ t hink that entirely r es t s on j u s t ho1v 6 ble 
.ve &r e t o g e t somet hine r eody f or him . I mecn I t hink 
ne •s in tnc f r ame of mind wher e he ' d be mo r e tha n 
pleas eli i f we come in .vi th a policy sta tement which we 
believe i s right, t•nd t hen ha ve a c lu. nce to argue it 
out vtith h im . I think it entirely r ests with us . I 
find hi m in the f r erae of mino th>J t he i s more tha n 
pleased to take & finb hed pi ec e of wor k . He hasn't 
got time to think t hese things through a t this particu
l <. r time, b u t h e i s reuc lling for-& f iJ!nhea product. 
I r~ecn t h~t • s his s t ete of mind . I f somebody would go 
in r.rld say , "No1;· llr . Pr esi dent, Mr . ;•/allace, uz:bor , 
and Tr e&sury have wor ked on this t hing L week ; we 
Lro in accor a , Ne tn i n.t t.nis i s gooci , ~<e want to show 
it t o you" - I :ne&n th£ t 1f it is good I t hink t he 
CIU'nces a r e excellent tha t he will t a ke it. 

Now, i t ' s jus t like the Sec r e t a ry of ,;gricult ure 
goes bef o re tne I nter state Commerce Commis sion a nd 
nrcues agains t a n i ncr et<se in freight r~ t €s , &nd for 
11 l l ue knows t h e Pr es i dent next day .•.• 

J~s~e Jones •••• 

W~>nts i t . 

mmt s t h e incr ease . 

,;nd the next dey the Pr esi dent might o r might not have 
said ne •s f or it; a nti ull of thos e things, vdded to 
t hi s absolute neezl ng of buying - buyine has jus t 
frozen up . 

Ge t i n t o t ha t railro~a si tu~tion a na you ' r e up against 
a t olll)h one , I 111 say th& t . 

I Ju~t use that as ~n b r gument . 

I meen it ' s very apr opos to t h is st&t ement, but I 
don't know - suppose we turn it over to t hese - Henry, 
t o tru;se men to pr epa r e the basis of this s t a tement. 
Wha t ore they going to FJ ay about railroad r a t e s? 
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They 1 r e s topped . I think they • re stopped , 

"sk J~ske , he• s g o t an answer. Jake has an a nswer. 

Le t tnem Et least real!<..: tllb t tha t action, in so 
far ~ss it i s inescapable, runs counter to ~e other 
~ortion of tne price policy 1>nd should be under t a ken 
only if ther e a re v ery profound rea sons or r easons t hll t 
sim!>ly c annot be overcome . But & t least we o ught to 
ttnOI.' nheJ·e tht!r e is b diVergence from the genera l 
policy . 

I ' d say tile 11ay to deul with tne r ail\Vay problem 
i s t o say t ha t inc r eases in f r ei ght r a t es a r e 
t.pproprir tc nov:, brt.nted the condition of the 
railA&¥5 1 only i f the ~isest minds in Washing t on 
find no oth&r poss i bl e &lt&rru ttve; a nd I don ' t 
b elieve tney have e ven seri ously looked for one . 
lio.r , I 1 !11 not saying I • d usk the Pr es i dent to sey 
tnat. 

I• m not so s ure . 

'l'ha t 1 s ull I c an say . I htve seen no sign~ thl, t they 
ltove seri..>usly l ooked for any al t e r m. ti ve . 

"-et1 s t1.ke Nage r ates, for instance - I mee n wily 
coulon 1 t th~ t be lis ted under th& t , lilld s number 
of o ther thir,es . Tlu:t increc se in wege r stes would 
go aga ins t this . hnd li3t the t hings which, if t hey 
~o rE" done , would be contrnry t o a policy which we are 
t~Jin& t o lay down, s ee? 

Again druwlng t he distinction b etween those wage 
r a t es which were equivalent t o the particular price; 
the r e t~re some w~<ge r a t es which - tha t would particu
l a rly apply t o this; t he r e a r e many otht:r ,, a ge r ates 
in wnich one would wan t to, followi ng the same 
j)r inciple,, .. 

1ney coulo be listea . 

Tm•t ' s righ t. 

We could s ay certain actions, if t aken, would be in 
ha rmony '.lith this policy - to put t hem above the 
line; vnd those which woul o be contrary to this 
policy would come below the line. 
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Same' thing with int(, r es t r a t es cht.rged to s mall 
bu s iness me n. 

I f you had t chart, Hith t hese things above t nd 
tile lie bclo:: •••• 

I thin~ the tneme oll the time should be btlrnce 
tnu c oor d i ne•ion . 

Between prices anu costs £•S •• ,ell as bet:teen ;1rices 
~nJ prices . Or lncluae co~ts a ~ pr ices . Tha t 
p~;rt o f the picture snouldn 1 t be l e ft out . 

Ri eht. Thc t• s .vhy thu t cher t there !u.s ne ver satisfied 
Llt L s tnt 1l no.l ans.:er t o t ne ~.hole probl em . 

1nrt is just .. n inclu~nttl pr oblem. Tner e has been 
... uch ncently in people • s ml•:us ebo.Jt ~ lentf. tive gos l 
of 1,~6 l~v~l . I uoc 1 t ~1ln~ tne Pr esl der.t himsel f 
n;. s cvt r menti onea tht t, but 1 t is ;. ttribut ed to bim . 

I t hi!M he did sE.y some thing . 

Hl. did say s o:ne t hing . 

fie n"vt r uiu s a y 19 <.6 . 1he deb• loud ::&s the importa nt 
t ttllll:: - t he priv~o te d ebt locd ; & price structurE tha t 
.Jn t t) c l osel y c o rrespontied to t na t which obtoineo Lt 
t ne tt:nc t ne bulk o f tne debt l o;ti •~ s incurred . 

Tho ob jective sh)uld be r e-defined in ~re ceneral 
t .,r,ns, ~t:rms in nor" ucc.:or u • lth our economic analys e s , 
r.o t let vin& tn t: i mpress i on t he t \1e a re striving for 
a ny specific fieur e . 

!t ls so i mpor t ant - ::e fln_. it i n f.grlcultur~: t ne 
~&mt .• r y - so i m,>orta nt t o try to G e t in the mind 
of people this concept of b~lt nce and coord inat i o n 
LS L substi .ute for •lu L ~ e say - ~r rity price, or 
l,fZu .,ric.:e l.,v~l, bec&use .-hen you s e t th:· t ri(l i d 
t~oJ.nc , ~n ;;n~eavoring t o obttin i t you c rc~: tc unbt:.l
t nc1. t r • .: ins t;abili ty, 1t c~ of coorc i nc t i on. 

I cun • t get i t out of ~y heed th6t in connect i on 
.. ith lnls q; r icultura l b i ll you have give n hi :n a 
chunc e to wri te e messaee r 1 t he r thfl n hevinc s 
s t t. tement which he g i v~s o ut " t a pr ess confe r .. nce .. 
The; 1. woulu be c us tomt ry for him to do t ha t ln r.uy 
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c&se, woul~n• t it? 

No, no, he jus t signs it; that• s all there i s to it . 

.. ell , occasi onally 

He or d inaril y - he s poke a bout putting out three or 

four hund r ed wor ds a t the time he s i gned it . Instead 

of doing that, he might put out this longer stc.tement. 

I don ' t - thinking about it, I don ' t think this should 

be booked up jus t to Agriculture . 

Brings e verything els e i n it, but that' s just what 

you •••. 

i;eu , . ne could put out that. three or four hundred 

wor d sttl tement a nd then pu t ou t this longer sta tement. 

The main thi ng is, a r e v:e sm~rt en"ugh to get some

till~? Then as t o the timing of it, I think he can 

a ecide . I me t.n ne • re ~< long way yet t o g e tting 

somet nlng . 

Prob&bly .von ' t g.,t it by Thursday af t ernoon. 

You don ' t think so? 

It's & d i fficul t t ask, no t •• .• 

I 1 d sat it .~ould be worth .,bil e t o del uy it for a 

week. Maybe not. IJaybe not . He r e you ' ve got t his 

action, t his signing of the bill 'llednesday ; t her e 's 

so much to be gained by c oming out ~i th it Thursday . 

I'.' ell, c. s t'a r as I ' m concerned, I can meet tomorrow 

morning, I can meet Thursduy morning, a nd these men 

Ct!n work afte rnoons and evenings, if t hey wi ll. 

!.lr . Wallace, is 1t such a lengthy task after all? If 

'Ne can' t a tte.o;>t t o mc.ke c detciled analysis, a 

several months ' j ob, we can, by confining o urselves 

to t he eene r al pi ctur e and some additional licts which 

f ortuna t ely happen t o be a va ila bl e - I think the t a 

sta temen t embodying these i d ea s in the l a rge, wi~h 

some graphic, speci f ic illustrutions which will urive 
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home the points, mlght ~ell be forthcoming by 

Thur sday morning . 

198 

If they go at it - if these men will go at it from 

the point of view tha t it is important to crea te 

in the ?Ublic mind certain ideas, that we have this 

bt~ckground which em.bles us to create t his helpful 

ia~ression in thd ~ublic ~nd , if th~y go at it 

from th&t point of viet.-, as though they were ne,·ts 

p~permen .••. This is a publicity job, not in the 

b1a sense of publici ty but from the standpoint of an 

opportunity t o uo some t hing very constructive and 

educ&tionLl. But 1t i s c oe.vsp~o per job - essentially 

whLt it i s . Now, can you use your t alents us economi sts 

i n tnis ne11spu.per ;>ublici ty f ield to bring about a 

llclpful r esult? If ) ou go 11 t i t from tha t point of 

vie" and don ' t g"t int o !I lot of discussion on 

economic theory, r- void controversi al points where 

you probt<bly have differences of opi nion among your

selves , but continually head to><'ar d t lu.t objective , 

I believe 1 t can b e done by Thursday. 

ve t me t ne Bri t i sh policy s t utement that they g ave 

me yesterd~y . '1.' 111 you ('llhi t e) get it from ltiss 

Ghauncey. 

Now, the Br itish C&binet met yester da . I put t his 

up to them. I ' d li~e to r eLu it t o you, see? They 

jo t nese t hings that way . And they g&ve me yester day -

and they ' re going t o have a quest i on and answer in 

Parliament today, backinz up whe t we have done on this 

sold, see? hna tt comes out - I mean it i s a general 

t hing enough, but, Henry, i f we don ' t do it - and 

t lla t' s what I .~:nt to i mpress on these men, that if it 

NSS 1.1 fa i rly g enera l sta tement tha t would signify 

some t hing, I think it would be hel pful to clear some 

of the confusion which e xis ts in the mind of the 

people now . hnything would be better t han what it 

i s now . 

It gives peo;le a pattern to go ahead on . I t hinA 

t hat ' s the point you've been driving home . 

II ell, it ' s like t he job tha t I worked with him in 

getting my November lO speech r eady 1 where we outlined 

the f isca l policy f or t he r est of the year, bnd a s far 

as t he fiscal end the Pr esi dent ebsolutely adhered t o 
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i t. But I worked it out with h i m. No::, if we 
c an .>Ork o ut some t h ing on the pr ice thing so it 
would be good, Sby , f or t he r es t of t nis yea r, 
we'd a l l .tno:1 Nhut direc tion •. e ' re going e nd it 
would be mos t helpful. I huve never undertaken 
a nything i n 11hlcn I hm mo r to r. nxlous to come to u 
na.ppy e nding tnon tnls tning . 

11. slign t d ifficulty you 1 r e getting i nt o is t hat 
sucn a state aen t of a"s1nble ob j ec tives, certa in 
things that should huppen to prices, means t h ot 
you're ioplying t btt you a re going to take action 
to $~e tnr. t r esult come true, so thbt cny real 
stcte:.ent ••.. 

If you let bal~nce be tne ~ey of i t , it won ' t be 
<,ui t e so b;.d . 

:/ell, even brh nce - tne r t:l a tion of your r aw 
ma t eria ls ...• 

.Out bslance r.l'.vays i rnvlies a little bit of gr~oduclism 
in it, r.nd no t t he j e rkis h stuff . 

You see , now the Pr esident - he ' s got 19.34 prices 
in mind, s ee? 

on-huh. 
r.nd I j ust •want - I don't t hink, Ezekiel , he hf s 
to do sooethlng which w:>uld imply positive action; 
if he just NOUld imply u t rend •.•• 

.. ell, even t ha t trtna 1s n:>t going t o ;>roduce i tsetf, 
but Lnplies th~t ~omethlng muy or will be done t o m&ke 
t he t trena occur - unless you are jus t f or ecus tlng 
~hat .vil1 nap!Jen. 

But if .. e .tneil .vhat the trend was , tnen some of us 
could stop doing tnings which would i mpede thtl t trend. 

-.uestion of: price philosophy . 

You ( E-zekiel ) aon• t .1ant us t o be on a 24-hour basi s 
a ny l onger, uo you? 

r tni~ the sta tement wonts to be 4uite genera l , no t 
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too p&rticul ar ns to economics, or t oo particular 

b S to the measures in contempl a tion. St a tement of 

obJective . 

All I am s aying - wnen you state your obJective, 

t llut implies you• r e going to make th~t obJective 

come true. 

That is one of the advantages of it . For ins t ance, 

you • ve got conflicting measures which affect prices, 

different department s doing different things, one 

overshadowing the other - the effec t of a policy in 

one department or ~n a ction in one department . And, 

vrl th t his, I t hiM the people ge t t he ide& t ho t 

som ii etti~M"tGin actions a r e to be done, and 

tilel ' ll b e orrelated a s ~ ctions . 

I 1 11 read this - na t urally, confidential. 

"I h've Just t a l .ted with Phillips and '!lc. l ey, .-:ho, 

in giving mt the Cil&ncellor of t he Excbet;uer ' s reply, 

se.id tiw t "' weetlng Wb s uel u this morning t o <l i scuss 

tne 11hole problem; t h<. t tne situations in t he Unl ted 

$t &tes and Grea t Britain wer e in t heir opinion not 

colllparvble; t hat tne only two deflt. tioner y f orces 

.vhich have operuted i n t lus country were the gold 

sc11r e .. nd Cm.cberl6.in 1 s Nation&l Def ense contl' i but i on 

cut, both of IH•ich h&ve been obliter a t ed by subsee; uent 

events . 

"The '-hancel lor , t ner efore , has sta ted tha t he could 

not t niM of any after step of a new a nd striki ng 

char ac t er wnich could usefully be t aken in this coun

try to tct <..S & par a llel to our proposal; ami t hu t ony 

&ction he might take would of necessity be going further 

than c ercly re:novin& anything in the n~<ture of a brake 

on business pr ogr ess s uch as r eD l or supposed aefla

tionary tendencies . 

"In tnis connection, mention was made of the recent 

modifica tion of t ne r estriction on f oreign lending, 

bnd of the f &ct thbt the addition of gold to the Bank 

of England is no t the normal or mos t convenient method 

of expanding the cr edit base here . Such e xpansion 

would in g eneral be made against s ecurities purchased 

by the BanA of hnglana ; a na tne cr edit base was in fact 

very high a t the present time t hrough such oper a tions . 
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"HoNevor , Sir Jonn Simon stated th<· t he was v.:ry 
L"ell<iY t o wHitt public his sympt thy Nit h r our uims, 
~ nd he offer:; , if this is thoueilt to be nclpful, 
to art·~n~,e fvr a ? a rllvmentc.ry answer to tha t 
effect, anJ to mak e it cleur th8t your action is 
fully in line . ita t he gener~l policy pursued under 
pt.~L ~na pr esent conditions nere , or ~aintbinins a 
,>ropcrly expuntieo credit b~ose, t no tn11 t t.tls stil l 
r eraoins the policy of t he Briti sh Government ." 

Uow, t :1ere is a c l e:m-cut t nsl'le t• to a <;Uestion, a nd 
tney uon ' t ncsit .. te on it . 

"" ll, there lu sn 1 t been c ny questi on about our policy 
vn tl11 t a~a tter . 

1\o, but I ::~e;, n Just sno .. ill(; thl;t you c~on get an 
< ns .. er froa tne::~ ; I 1 .:1 n' t., so::~etioes to hcve tnem 
tcsk .nc a .uestion liKe tn~ t . 

::ell, uo.v NO'J.ld yoa do - no.; do yo u t oink? 

r th in.< 1 t .m uld b e fine . 

.. elL , • h• t ~bout t11l s mt n o f HL t 1unal - tHis o ~her 
ors~ni-~ tlon? 

Of NL tloncl rlesources . 

.. ell, no 1 coula he be •... 

vo yo u tn l nk Means would be uny good on this? I 
me&n I dun • t 4uite see jus~ where he .•.. 

He is on this particult r thin&, bringing this cher t 
up on pt.rtic ... l•· r groups . 

Dut do) you need t !tls f.:>r 
tnt t you need it t t all. 
s t t te.tent of policy . 

t nis ' uroose? Don't see 
You ' re dealing Nltn u 

Lubin nus the prim~ responsibility on tnat . 

Wny not - s ince !>lr , •liollace hts sai d he a oesn ' t want 
any more peopl e , you cans e nd for him ll nd got wha t 
you want from him. And I c&n mee t again a t eleven 
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o ' clock tomorrow. Can you? 

No doubt. 

And that gives them 24 hours to knock something out. 

~ould you give us a little more time, say, make it 
in the afternoon? 

Three o 'clock tomorrow afternoon . 

That would be better . 

Bow about !lr. 'ilallace? 

J:JO pr ess conference tomorrow. 

I t hinA I better call t hat off anyway • 

Would you give them until three o ' clock tomorrow 
afternoon? 

Yes . 

Wha t? 

Yes, I th.ink it would be better to give t hem until 
three o ' clock tomorrow afternoon. 

Are you (Lubin) f r ee so that you can ••• 

Yes . 

I have to leave t omorrow afternoon . 

What time? 

Three o ' clock. 

Three o 'clock. 

I have to give a lecture at the Univer s ity or t oronto 
on Thursday. 

Could make it two o ' clock tomorrow. 

Well, supposing we meet at two t hen. What? 
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~<ll right. 

You•ve got that other thing too tomorrow . 

Oh yes , we meet with the President. We c an't do 
it . I ' l l have to meet a t eleven tomorrow. I c a n 1 t -
.ve ' re meeting • 

.Vel l now, wil l you men fix it up whe r e you 1•ant t o 
meet? ~<nd I d on 't think He need to exi)and this thing, uo y.;~ u? 

No , I don 't think s·o at all. As a matter of f act, 
I tnln~ tnese people, wnen they ge t t oge ther, will 
.wot t o turn ov"r to somebooy the job of making a 
f irst dr~ ft LS soon as poss i ble - something to shoot 
a t . 

Do you ~eople want t o c&ll on &nybody from Federal 
tlt..se rve? 

All pr lees co1Je right in to tna t f i eld all the time . 

l think you should . 

Thin!< you shoul d . 

1.11 right. .'ihy don• t you (Ha&s) send for them? 
.. ru.t? 

( Nods yes) 

11111 you urrange thr. t, 7/ayne? 

(Nods yes) 

Suppose we ge t toge ther 1 t one o ' cl ock for lunch, 
and tnen e fter 

Several little things we can 

I 1 l l a &ve a draft by taen. 

I have a meeting of tho Educbtion Committee; have to 
appr ove e fina l r eport. Rave to go ove r there. 

I think we c om start . Thooe th£. t can ' t come can come 
a little l nte; bu t we ' ll need every minute . 
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·:.e t 11 ~osk Currie to come o vt!r . 

You Nant to star t right awoy? 

Yes . 

11111 you (Taylor) send for Currie? 

(Nods yes) 

.. n o ~:lse do you wl.l nt? 

I •d lue to bring Hinrichs if I may, because he ' s 
been ::or&:ing on t."l is t h tng . 

Since yours (hzekiel) is the Eaucati on, you ~ay wont 
to neve somebody else t ns t eLd of • •• 

1h1s is the final approvul of your r eport. Spend an 
hour on it; I 1ll be btc,. , s 1,en<i the rest of t he d a y 

here . 
You (Viner ) .voulu llke t o he ve Riefler come down'? 

.iha t? 

(Nods yes) 

He ' s moving h is house . 

~his i s more im~ortont . 

;,ell, 1 1 11 cell him. 

'rhe idea is that 1t sboulci b e simple, not too tech
nic~ l a sta tement, isn' t it? 

Right. And if I ma y m~ke one more point, the 
Prllsident l oves " ct1nrt, so ••. 

We 've got lots of them . 

I mean he ' s cha rt-minded . J ust r emember that. 

ue will. 
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Qon(prence wi t h the frat14tpt op 
l t bru&J7 15 . 1938 pp propo!Al. of 
th• m1Pflrlpp Goytrgptpt to little 
i tt ip4t b tf4M•• to tht Up1t t4 
s tat••· 

!here .,.,.. preaeot , bas idea the Pr .. ident , Secretazy Hull , 

Seereta:y l!orgenthau, 4111atant Seereta:y !8;1lor, end ur. Bell . 

!!he Seoreta:y of the Treasury told the Pre aident that he 

and Secr et a:y Bull hnd been over the proposal of the l!u.ng&r1an Govern.. 

cent and tbir reeocmendat1on waa ..,bodied in a Joint letter whieb be 

banded to the Preaideot. 

!!he Preddent rend th!l cow of the Aide l110110ir e attcched to 

the letter and <Laked aenral questions aa he went elo~ regardin~: the 

debt Md whe.n and bow it wee settled. I 111bmitted t o h1m a statement, 

cow attached, ohowi114 t he i ndebt edne11 aa it wo.s fUnded and how the 

new propooal. would at!eet the debt . After he hnd finished , he Rid 

that hie onl¥ queatton wee that 
1
1n approrln& thia letter, would it ..., 

that we would accept the tel'U as outlined 1n thia propoaal w1 tbollt 

en:¥ fUrther ne~:Ctiat1cnaf !he Secreta:y of the 'l'reaaury said t hat 

what he hnd 1n mind waa that we would accept thia propoaal , 

Seerettl%7 m.ll thou€ht t hat n en if h! approved thia letter , 

" nculd eha.r>«e the prcpcaal eo•. We mi&ht aak for a lesser nuaber 

of Jellra or a larger annuAl ema=t , !!he Preaident Rid then ~t he 

thoU&ht that we aboul4•.U in~ l a a. two places indicated. 

l!e added t hese wor da •• indicated 1n the letter and then e:ppl"'Ted 1\, 

Be said that oae particular reaacn w~ he wante d t o perbap• negot iate 
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• "it tle !\lrtl:er w:os that he t.ltouflht t l:e a:-ounta ns st:>ted wer e fine Md 

ti t ,~ should ccce-nt theo ns indica t ed , bll.t we ouo;ht to !O!!ke sotJe pro

v ioion for nnnlying a penalt y in oaae t horo ia n defnult under ~ 

•.cr ccr\en t . 

1 tolil. him t hat p >·ecticP.J.l;y nll of ou r ~ebt agreements con-

t 'in~d nrovisi ons t hat in cnce of def~lt t he obl igations e i ther bore 

intcrot t nt the r ete specified 1n the obl icnt ion or et sooe hi~er r~te 

,.,oc .fiod in t::e ap-ee::;ent • ... 
1re seid tht!t wr.s not expctly whnt ltc WfS thinl::inG of beC!Il.lse 

~ ,. !"':~r ~o!n.ule rA sever::-.1 ye:ll"s accw:rulo.t1on of :-.ccrued. and u.npsid 1ntereat, 

' ~r.>.boeo,,.ont rd:llnistr <>tion midlt just reolt this i nterest :tnd go back to 

t < c ori Ginal oettlecgnt . He wrntcd to find nome principle which "ould 

r.nply •. "enolt;: by i ncr el'cinr the ?~rincipcl or the debt r a t her tho.n ~o-

~~.>.l·te inte r est on the books . I n other wordc , i f there is a pr incinnl 

r:-o'-"'t due , sc-_v on June 15 , and thnt "'''ount i s no t paid on the d•te dt>to , 

it t!!r-n iJeco~es z. ,~cnt of 105<'!. on so"'e ~tbtequPnt nate which in turn 

1" not M.ici is l'r'i" i.ncr eaoe<. tilrou;,h the i"!")si tion of n pcnnlt;y , 'l:e 

t ' ld bin th:>t r.e~ see wll.'lt could be done in thi • connection. 

':hgn the question ,.... rniaed ns to how wo s r.ould proceed i n 

tl.ia t,ottPr and Seer ete.r;v 2ull sut• e ateli th··t t i.e Presider.t s ee some of 

the !.N\de re 1n Congrens . 

The Secre t Pry of the Tronoury t hen s tated t he t h~ h•d no 

intention or proceedin~ with negotin tiona until be found out bow eert oin 

loPci~ra in Conrress felt obout i t =nd thot he intended to propoee to 

t .. e Prea1d~nt that he be pen~ittod to eontllct Congress:w> Do'-'ehton , 
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Ch•iman of the 11'eye and l.!ellJls Co=ittee, and Sennto r Re.rriton , Ohal rnu~ 

o! the Sen!'t~ F1Mnce Com1ttee, expla1a1na thh me.t ter to t haD ond 

r otting their att itude, He suggested these two beC6Uso he underetood 

t l.o proposed eettlment ..ould go before those two Co::ltll.ttees f or a~ 

91rovnl . 

The Prea1dent, after th1nk1ne about the ~tter , s•id thAt he 

believed t hl<t the best 'ffiiY to handle it r.ould be for Secretary Hull 

r nd Secre tary Horr.enth•u to meet him P.t t he 11'h1te Rouse , lbar.sdey, 

l'ol. ruar:< 17, a t 10 o'clock, He would hnve the Vice President , Senator 

F~ison and Concreaanon Dougbton thore !or n discussion o! the ~otter, 

':he Secre t ary of the 'rrenwry • aid t hat wr..s aereeable to hie and ho 

I"'Ould ouch prefer to have 1t thr.t r.cy , He only mrde the orieino.l ~ 
' 

r~•t1on in order t o 1·el1eve t he President of the burden of aee1~ theae 

r t'lntle.cen. 
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In preeenti.Df: the HUD«arian debt proposal , the .Ud ... l!emoir. 

cottl'ino tbe statement th&t -

1 'lhe Hungar1~Jmer1con debt eettl101ent ""'" worked out 
on the same bash ns the :Sriti ob-.An!erioan debt fund~ aet• 
tle~ent , containing none of the concessione wb1ob were lnter 
pMtod f ro11 tboae termo to other countrieol 

The .Ud.e-Uemoire tlloo points out that the annual ~~ente MAe 

~ ;w- n 1924 and 1931 were 1arge17 nJ'I)lied to the pe,yment of interaot 

" ::o:>t r •et to the aettleoento reaobe4 wi t h other DenubiM countri .. 

! ~c·t ln the fUnding sgreecento with those countries the ~nto 

~etweee 1324 :md 1931 were :U1 on account of the principal MOunt of 

!!he !!ungarinD Goverllllont 11 IIJlpnrentl_v undu e. milappreheneion 

!~ ot · ttnc tlu>t tbe other DMubinn countrieo were gr onted teroo more 

'•vor •tle t han t hose gr Pnted to it under the original debt fund agree-

""~;• . '!he onl.Y Da.nubi3D count rho which were grnnted terce C>Ore 

!•1'0r >He thnn those gronted to I!Unga17, were .Allstri" end ~slana. 

::h•re 11 dtached here to " t o.bla abOwi!ll: pertinent deta with reepect 

t~ tho f'Und1!14: or the tndebtedneu of t he DMub1an ccmntries (!!UQaUT, 

'••cl\oa1oYFki", Rur.enle, YuttoslaYia and .Austria) to the United Stateo, 

Tt wil l be ~oted !roc tblt sta tement t hat in the c~se ot 

C"echoalovnkin r~d Rumania , thoee countries wnre given teres a1mi1ar 

to t llooo t:rMtod Hungnry ns to t he term of repeyment and interest 

r too oh•xged on the principal indebt edness . lhile the p8fmentl msdo 

b.· th~se t"" co·.J.ntri u during 1925 to 1931 were applied entirely to 
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p.,_,t of pri .neipel• t h h waa au.. to the f aet that the illtereat dur

l nj! the f i rst 18 and 14 Teare = der the r eapeetive debt aettlnwmta 

""' de:!'erTed with 11ltereat at ~ o.nd 3~. Such deferred 8l!IO'Imh were 

reproaellted by bonda , which bonda operAted to illerellae tho prineip$1 

MOunt of the indebtedlleaa, J'or example , the amount of the 

C:echoelovekillll illdebtedlleea &a fUnded waa $115,000 ,000 , whereaa the 

pr~cipal amount of bonda to be delivered 'lmder the sgre...,ent "'" 

$185,071 ,023,0?; lllld ill the eaae of Rw:lan1a the illdebtedllesa as fUnded 

was $44,594,451, 54, whereas the p r i ncipel &lOOW1t of bonds de1hered 

under the funcUDt; agr<~8111ent was $66,560,560,43, 

In the case of l'u«oal iiYi a, thnt country was grll!lted ..,re 

f a"rOrable tel'lla thllll l!ungar;y onl,y ill t hnt no interest wna ehnrged on 

tho fUnded indebtedlleea for the f i rat 12 yeoro lllld the increase for 

the nnt 23 ;yetlro rllll88a progreaai .,.l,y from 1/Sf,, ll2'f., l~ to ~ and 

t or t he last 'in ;reara the illtorut r ate ia fiXed at ~. 

:Each of the agreocenta, except t hnt with .l.uatria , includes 

i n the funded indebtedlleaa illtereat on t he or1Cinal obligations to 

the date of t'l.mdillg, on the baaia of ~ to Doelll:lber 15, 1922 or 1923 , 

:lnd at the rate of ~ from auch datos to date of funding, 

ftle offer whi ch the llun&zu1.an Oo'verncent haa under conaider

Uon for oubm1es1on to the .American Goveruent provid .. in ef:!'eot for 

the settlemellt of ita ori ginal 1ndebtedlleae $lons the linea of the 

.l.ustrion funding agree,...,t , _l;y, thllt the pr1Mipal of the or!.&illal 

indebtedlleao will be repaid without illteroat , 
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~18 Austrian Agree=ent pr ovidea for the r opayment of the 

pr incipal indebtedness~ N1 odd1t1onnl 811.10 equal to about ~ of t he 

or ll:i'lel indebtedneaa)onr a period of 40 ;venrs w1 thout payment of 

intereat except t hat certai n nmounts not ptdd under the original 

sbcedale which were postponed to a l a ter date , bear interest a t 5~. 

~e Hungarian nroposal conte~l~tes anplication of all 

-,ounta pr8Vioual;v pnid ($479 , 294,48) under the fUnding agreoaent of 

A:<>ril25 , 1924 to t he p~ent of the pr1nc1plll of t he original in

debtedness ond f or t he liquida t i on of tho remaining balance 

($1, 207 ,541 , \3) 1n 30 equnli'JlltllOl installments of approX1Ciatol;v 

$40,000 each. Under t his proposal t he original indebtedness would 

be liquidat ed withou t pcyment of interest OYer c. period of npprox1-

::l."\tol;v 45 ;ve:u-a from the origin.U date of fUnding , Dece.,ber 15, 1923, 

s ince ne:>rl;v 15 ;venra han elapsed from t he t ine t he debt " '" 

originally fUnded, 
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BUJli:IU7 l'w>41n& Af;reeaent lf Bow propoo&l 

Principal I nterest Total Principal Intereat 'rot&! 

Oripnal principal of debt $1,685 ,835.61 - $1 , 685,835. 61 $1 , 685,835. 61 - $1 , 685,835. 61 

Intereot prior to funding 
~ to Dec. 15, 1923 •• • - $253,917.43 253, 917,43 - - -

Intereat pAYnb1e under 
funding agreement ...... - 2 , 815, 431. 42 2 , 815, 431. 42 - - -
~ rece1T&b1e · 

1n 62 rear• under 
fund1n& acree-nt ····· 1 , 685,835. 61 3,069, 348. 85 4 ,755, 184. 46 - - -

1n 44 yean UDder 
new propoo&l •·····•··· - - - 1, 685, 835. 61 - 1,685, 835. 61 

Leaa: 
PaTMDtl ll!lde to Dec . 

15, 1937 • •••.•.•• • ••• • 73, 995. 00 404,298 .98 478 , 294.48 478 , 294.48 - 478 , 294 ,48 

Balance receiYab1e 
in 48 years under 

fUDd1ng Bgreement ..... 1 , 611 , 840,11 2, 665 ,049. 87 4 , 276 , 889 , 98 - - -
1n 30 yea rs undor 

new proposal • • . ••••• .• - - - 1 , 207,541. 13 - 1 , 207 , 541 ,13 

lJ Not o.dju.ated for clu\ngee due to moratori um agraement or intereot 1\Ccruod on &rJOWlh due M4 unpaid 

aince Decacber 15, 1932. 
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1!I!T mDIIi ""''R"' 

1 . Countriea ginn tenta -.ore f a•orable tball BWI&ai'Tl 

.luatria 
Belgi
J'rance 
Greece 
ItalT 
tugoalaTia 

_ ~:._ _ 2 . Count.riaa gina •- tanoa aa llwlgaJTl 

latoala 
finld 
Great Jri tai.a 
t.atTia 
Lithuaia 
Pold 

3. Countrt .. gina - tal'lla aa IIWI&BlT• aad turt~r allo'ft4 
to twl4 interest in earlT 7•ar• i n intereat-bearillg bolldal 

Oseeboaloftld.a 
Jluaan1a 
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Point• !or conai~eration1 

(a) Blnge.ry wne indebted to other countries 011 obligatioDe of a 

similar chAracter ae those originalq held by the 11Di ted 

States. In 1924 the obligations held by other coun~a 

emoun ted to npproximnteq $1, HiO ,000. Pu.blieetiono of the 

British 'l're&W%7 show t hat the debt to Great Britllin 

($644 ,000) has bee~~ liquidated. '!his raises the question 

whether all such obligation& held by other countriea have 

beeD liquidated, and if eo, 'llhetbu interest waa paid thereon . 

'!he United Statea should receive treatment at least aa 

! nYOrable as that accorded other creditor ll8tiona by 

Hul\c.fU'Y. 

(b) Should Hunr,e.ri!!n pr opoeal be accepted oa teet case for .ub

ciasion to Congress. 

(c) Or should United Sta tes counter with offer to adJuet 

P.Unenrion debt on basi s of eettlement provided in Italian 

agTeuoent (the most f avorable aereenent to tee debtor 

nttt i on , other t hi!D Juetrittn aerement) , or on aooe other 

be.a1a. 

( d) If ony l!ungnriM offer ia tMde end trMsmitted to Congress, 

this will p robabl.J' be t P.lcen by other countries o.a indica-

tion of baaia on which their debte nay be settled, re

sulting 1n 111D1lnr :>ropollals by other 110vernments. 

(e) In event ~ new e.rrengenent is made with Hun<:orie.u 

Government, wot>ld Finnish Covernlllent hnve grounds on which 

to request reac!Ju•tment of its indebtedneea on a1m1lnr 

terc~s . 

21 .3 
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!:Ia" of ta41D& ..-.a\ ................... • • • 
"" u or 11:1 k~ laiSe,..._.,,, ,.., t..'-4 •••• 
C:111ul 1a4eb~u: 
~ ..Sna:ea t« _,. Plf"PPM• •. • • • • • • • • • • 
~ o! aurplae • &r eupp.Uee • • •••••••• 
,.~ .. o! relief .upplle• ••••••••••••••• 
~'"orr~~ ........................ . 

'n)tal •••••••••••• •••••••• 

ldebte4tte .. • • t"DaU4: 
(lr:ls,l.bl prt.oc:lpal ••• •••••••• ••••••••••••• 
[1.14-re•t w 4a\e or r.41q •••••• ••• ••• ••• 

1'oc..J. •••••••••••••••••••• 
Prlactpel or H!'UllliiJI& 'boa.4• rtoO..t•e4 

i'l7=e:o\s rtoee1Ye4 ..-lor t.o ruaelt.q: 
Pr1~~t1pt.l ••••••••••••••••••••••••••••••••• 
~tt:ca\. ••• •••• •••••••••• • •••••••••••••••• 

Tot al ••••••••••••• , •• , •• , 

P.,...ea.h recn•N vn4er tun4iDC ~-at: 
Prtlltlp.J. • • •••••••••••••••• • ••••• • •••••••• 
lllloti'tlt. • • •••••••••••• • • ••• ••• • ••••••••••• 

fot•l ••••••••••• ••••••••• 

.&.o:u.s d\lt aDd \I.D""Cl Decllliber U , lt:)11 
Prlt~etpal •••• , ••••••• • , • • • • ••••••• , • , •••• • 
l.tltereat. •••••• , • , • , , , •• , •• • • • •••••••••••• • 
lli)l'flto:-1wa an nut t1•• ••• , • ••• • •• • ••••• , • • • • 

Totsl ••• • • • •••••••••••••• 

!mu or f'Ull41 nc as;recent: : 
Ynre w p&7 • • •., •••••• , •• • ••• ,.,., •• ,, ••• 

lllte ... •t rate - l et t.o r•e.r• •• , •••••••••• 

Co\latr1 .. 1• .. ClUtOD \0 .lu.Uria IUIClfU&Palerl.e, • bleb " " Cft.Dteel hbt \e,_ _,f'l 
tno n.ble tb,q Ua.o- sr• .. eel to Bl&pr)' 

hi· 18. 191:8 
1-. u. 19!5 

lf1,780,000.00 

10 ,000,000.00 

H , DOO,OOO.OO 

.. .. 

.... 
-· 

lH 0 434,467.89 
!9,&7!,73:."' 

.tp:-. a, ltM 
1tme 1&, 1925 

- 10, ltzt r •• lt uza 

2 ,997,477,800.00 
407 ,Ml ,145.01 

Ill 
(5 T?•· • aone 
(~yr • • -~ 

l 5 rr•··l$,10 rre.elt 
(6 JT•.- tk'-,7 rr•·~ 

CU ,.re • ...$ 

2,9~.67 

.. .... 
-

.,. 10, 1tlt 

- 10, lttt 

U,Uf,OOO,OO 

ao •• u, 1•0 
,.._ U, 1ta 

1.648,0)6,000.'10 

.. 
l IJ J?lo '"' fiOo.e 

<• .,. •• - 1/ .. 

I 

( • .,.. • - 1/0f>. 10 .,... ~ 
( 10 rr•· .. !'. to rr•· 1/4$ 
ClO JT'• • - l.~. ' r·r•· ~ ) 

~ 
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Date of tundtns agreement ·•• • ••• •••• ••· • •• 
Dote u of which indobtedneea was tunded • • 
Orisinal 1ndebtedneaa: 

Celh edTencea tor wor purpoaea • ••••••••• 
Purcbi.M of aurplua war euppliea .••••••• 
rurcbue ot relief suppllos ..•.••.• •• • .• 
Purcboee of flour •••••••••••••• • ••••••••• . . . . . . . . . . . . . . . . . . . 

Indobtedneas aa funded: 
Original principal •••• • ••••••••••• •••••• 
Intereet to 4ate of tunding • • •• , •••••••• 

Total ••••••• ••••• •••••• • 
Principal or rotUDdi ng bonds reco1Tod ••••• 

Po.ymenta reooiTed prior to tunding: 
Principal • • ••••••• • •••••••••••• •• ••••••• 
Intereat •••••• • ••••••••• •••• ••• •• •• •• ••• 

Total ••• • • •••• ••••••••• • . 

Payments recehod under funding asreement : 
PriDcipel ••••••••• ••••• ••••• ••••• •• ••• •• 
lntereet ••••••• •• •••• ••••• •• • •••••••••• • 

Total •••••••••• •• • • ••••• 

Amounto due and unpaid Deco::l>er 1:1, 19:17: 
Pri nc ipal ••••••••••• •••• ••• •••• • • •••••• • 
lDtereat •• •• ••• ••••• •••••• • • •••• ••••••• • 
Uoretorium annuittee • •••• ••• ••• ••••• •••• 

To tel ••• • ••••• " •••• •• • • • 

Tenu Of fUDd1111! asraoJDOII~! 
Yeara top~ ••••••••• •••• ••••••••• •• ••• 
Interest rete let ten yeor1 • ••• •••••• 
lnteraat rate - e.t·ter let ten yeora • • • • 

In~ereat oho.rsod on poa~ue4 e_.nta .. ~ 

73 99~.50 

1,380,2'79.00 

62 62 40 
62 

~ !lone - 12 
None 

~ I lone 
3~ 3~ r/8 _ 1/2 _ 

1& 2-23 
z}\C 27 

~ 
& $ ~ & ~& ~ 
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The 11\l!\fi&rian Debt Proposal 

(3) All the paycenta Mde under the debt settleoent of 1924 
(a~pnxl.r-ately <:478,000) 8houl<l be deducted frm the orilOnal 
r r ineipal ( 1,685 , 000) . 

('>) That the rer>ainin'f """" (~1, 207 , 000) be piJid orr wi thout an.v 
i nterest in thir ty annuities of about $40, 000 each . 

• 1. .. h ·r i s Hunr-ary ,.,okl M thie pr oposal now? 

(a) It oa_v l'e pnrt or the IJII.Ilqarian ~overnment• a effor ts to re
e•\.J>"li• h it. credit ~o thllt it will be able to raise loans in tho 
" )hJre 

or 

(•·) It ""Y "e bec•u•e <me of the Preat powere - probably Creat 
ritain - Asked •run"Ary to l"'.ake this offer to oco what the TJo ited 
•.:.t.e - react~inn wnultt ho . In t.!i.i~ case tho ~un~eria.'\ debt orrer 

"'""lo' !oe l!'ercl,v a tentat ive pr eliminary step in the plans of thuo 
C"''tntrie ~ . 

216 

TI1ere are PToundo for holievinP, t hat Envland r ay have r equested 
'un-ary to broach the debt question w1 t h tho Uni ted States r.or<, 
,.o:c~tu~e 

(1 ) t n<!land WO\Ild E'tand to gain rore thrul aiJif of our leadir,g 
de l>tor • fro- t he application o! the pri nciples involved in 
t!le "un-llrian ~ebt propo•al . En:;land 'e out~tanding debt would 
bec"rne !'!!'.allor than France 1 s because owinv to the f act th4t 
t~e term& of hor debt settlo~nt were ~oro onerous she has 
already paid ue over ~2 ,000 ,000,000 . 

(2) .:nvland io the co,mtry which h4s tl'O'~ ~o pa i n poli~ically 
from a debt ~ettlement . 

·•r. .h • t are "he b~ruee involved? 

(a ) The a'1ount involved can be excluded. 

The 1nco,-:e ot $40, 000 a ye.'r which a pet tlenent wi th Ru1!1>81'7 
wnultl yield it too nesligiblo a factor in relati~n to the rore 
iJn!)Or tant matter~ at etake to be of PiP,Tlitleanee . The merih or 
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t t.e •·un~e rian debt offer ll'll!'t, therefore, bo eoneitlered exclusively 
1n it, rol~ti~n to the entire inter-sover nmentel debt ~ituation 
e~ tn ~he political aapecte of thi8 situation. 

Ae~ontanco or the offer wouldt 

(l) ~cnew intere st 1n debt settlements and he i n f act an in
vi t.ation for !'ritain, F-ance and Itel;t to come forward ,rl th 
nrrorr Fi~ilar to·that ~de by ~un~ary . 

(2) "'~tablieh t'l<o new principles or 1ntcr-goverruoental debt 
rettl!!"Bnt . • 

(a' ) 1n~rest payments ~n 1nter-sovel"'l'10lental debts to be 

at>oliehed. 

(b ' ) NegotiatinnR to be bared upon the circumstances of 
the oririn ~r the debt, ienor ing pre,-t?us debt settle
ments, and re,-aluinc; the provi nu11 payments on the debt . 

(h) fhall the care of Pun"ary be used a• n ha•1• ror e•tablishina 
t:1o r nner• l debt •et.tlell'ent? 

Armttrento for: 

(1) Such a debt •ettlernent wnuld ba ~o interpreted in any 
care . rn future debt ne"ntiatinns our debtors would be ex
trerely reluctant to erant u~ better tens than we gave 
' 'un-ar;. That 1.,, even if, 1n arrivin" at a Eettle-:ent with 
•·un·ary, we specirically deny that it it to constitute a 
precedent, our debtorr would both interpret it a:xl uEe it as 
~\lch . Therefore, there 1111t:ht be v•ry. little to lose on our 
pArt by approachl.n& it a~ a baeis for establishing a qeneral 

t!ebt Mttlcc:ent. 

( 2) It is extrenel y unlikely that we would be able to get 
more favorable terms from other powers even if we refused 

euch teres to Hungary. 

( J) !low may be an opportune meonent Cor reopening t he whole 
debt question, and tho Hun"arian debt settlement would be a 
convenient expedient for so do~ without our apparently t.sk-

in~ the initiative. 

217 

(1) 1f the present rltua tion ill not euch ae to we a l(eneral 
debt ee~tleoent expedient it would ba better to consider the 
case ot Hungary purelY on its rerita. 

Regraded Unclassified



218 

(1) Such F&tt1eoent would be ao int.olr.>reilRd 
caee. In debt neg<>tietiona o• r debt·'*' 
trer>el.y relJ•CtllJit to ~tt"ant us bet t.or terns we gave 
HW1llar y . 1&, even if, in arriving at settlement with 
Hun~ary, epecifically deny that it is constitute a 
pr ecedent, debtors would both inte,,n.~ it and use it 
aE such. , there r.liPht be ttle to lo•e on 
our part approaching 1 t •• a baa ill eetabll•hine a 
eeneral •ettlament. 

(2) extre:rely unlikely that we 
rA..,I ·••I•1 terr:s froo other 

to Hun•ary . 

be able to Mit 
it n retuaed 

may be an opportune moment reopeniJUl tho whole 
a_.iu•ltirm, and the HunP,arian settleMent would be a 

con"e~ler1t oxpedient for Eo d~in~ ri'thr>u t our apparently 
tho initiative . 

Araunents a~ain~t: 

(1) It the prel'ent ~ituation i~ n<>t euch •• tO ::.ake a 1"8Mr8l 
debt ~ettle""ent expedient it would be better t<"> c~ru~ider the 
CBEe o r l'un~ery nurely on it• r-e rite. 

(2) '7e 11'bht be able to get bett.or t.orra later fro,., the 
i'llportant debtors I'O tha t it would not be deFirable to reopen 
the ~enoral debt que~tion now. 

(c) Shall the United ftate• accept the principle of abol1eh1M all 
intere•t naYreen te on inter-governmental debt~ . this principle to be 
&"Plied retroactively? 

(1) /.d·•anta""s or acceetin~ the principle: 

(a') The possibility of obtaining ~ore fro~ the leadin~ 
debtors than would be yielded by the application ot thill 
principle b 11 renote cont1neency. Reali SID decanda recog

nition or the fact that a large part of our outotanding 
debt muet be written o"f as wort hless , If we expect t o 
get anythin~ at all we murt not ,..ake our initial position 
too distant from what our debtors could conceivably ag ree 
to . The principle of merely 11quidati!Ul the original 
debt without &J\7 interest can be t:~ade to appear a mll3-
nanimous cnncession on our pert. 1e would be renouncing 
wha '· we are 1e~it:l.e.at.oly entitled to clai.tll. 
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the ~erne of the original debt aett1e~ent would be 
payine us U8J,l25,000 ror ~938 and the rate of pay
ment for the whole period beforo the debt would be 
liquidated, i.e., up to 1984~ would be at about 
n.eo,ooo, ooo ~r year . (2) 751000, 000 1s lea" than 
Enrlllnd co.,ld pay 1r negotiatioM were conducted on 
the ba•ie of '"ndand ' s ca~city to pay and bargaininff 
power. The ~>ood will of the llnited ~tate• to "'nPland 
in the "'a rent international political ri tuation is 
worth so ~uch that a debt ratt1ement on the basi• .of/ , 
•15 ,000,000 per yeor payment would const itute a ~ 
1?:3 :&liS ( f r bar?,ain for her . It is hardly likely 
thot ~n~land woul d Make any •ettl~ent wi th us now 
wl thout the il:!plicit underetandinv, or toc:e ouid pro guo . 

(b • ) Fr11nce 

"ranee 1 a debt to u.• would he reduced from 
~J,~, "18,945 to ~,?18, 74),054, and her annual pay
:r.ente would l'>e ;;9?, 2<;1,400 •~ anainet the .'105,000, 000 
she Trould be oayifl!I us under the orilll.nal settlerent 
in 19)!1 frillin!l to ::us,ooo,ooo by 191.2 . In otl'er 
words , the immediate savin,o: to rrMce would not appear 
to ~o vcr; Pr est, t he reason hein~> that u.~der the original 
eettlement ~ance wa~ to pay 1 percent inter est unti l 1940. 

France already has a huce deficit and in the present 
poFition nf her balance of trade ar.d her balance of pay
~ente the tran~fer preble~ would be extre~ely awkward . 
};evortheleu, as with :::Mland, political consideretl.ona 

so transcend the immediate ccono~ic one~ that •he ~J~ht 
even N! willing to oake 11'hat would undoubtedly h! he8vy 
sacrifices in return for ru.erican ~ood will. (It may 
be of interest that •e.,r. llerriot, one of the lsadere 
of tho Radical Socialiet party, at present P~~ident ot 
the Ch~mher of r eputie• nnd probAbly the next ore•ident 
of ~ance , loFt the prc~ier•hip i n DeceM'Nir 19)2 beceu•e 
he was in favor of continuil\1! the debt peyr.ent to the 
tlni ted Stater. He ha~ never sundoned t.'>is .t>osition. l 

(c ' ) ll!l,I 

Italy's or1Mnal debt of ~161.8,034 ,050 would be 
reduced to n ,547, 204, 170. The application of the 
principle of the Hun~arian debt settlement would 
~u~ t about triple the payments lt.ly would be r.l8kinff 
under her original debt ~ettlement, that ia, it would 
ri&e from al? 100B,875 to e 51, 573, 400. The increase 
ir to be expla.ined by the ract that i n the oripna1 
Italian debt ~ettleoent the interest rate was 1/0 of 
1 percent to 1940. 

Regraded Unclassified



- 5 -

It is out of the question that Italy would ~e 
such a settlement which i a more unfavorable for the 
near ruture then t he orl,i!inal one at a time when every 
eerap of foreign exchen• e meone eo ~uch to her . 

(d) Is lt politicallY desirable to reach a general debt settle~ant 
nt t hie time? And if so . i~ such a ~ettlement at all practi cable? 

The Q>JeFtion or t he DOli tical de~irabili t y Of a Peneral debt 
re ttlenont rai~es is.ues which a re o• t • i de the a ccpe of the 
'!'reuury llepertz:ent n .uch . A oenerol rlebt Eet tle:-ent which would 
i nclude I~v ~nd which would incl ude t he debts of Ger:.any to t he 
•o:-e r allied OO'II'ers would be one or the final !)&rl& of a ~ehere 
o' -:orld pee i "ieati on . At the prei'Ont ,..,..,nt, t!u•refore, i ts 
M"ac•.ieal-Uit y would • !'pear to "e ou t or the que~tion. ~n the 
other hsnd , ; ore count r ies would be only too willin~ to arrive at 
•o~e rct tle-.ent e f thei r debt to u• which wn• no t too oner"U~, not 
' n r ueh i n retlll't1 f or an under r t and l n~ whi ch t hey rnow they are 
n~t likel y to obtain in •.r.e pre•m t atato of A.-orlean public 
o~i ni nn, but even a s a ~ood will inve~~ent w1th the hope or re
tur n i n the f uture r ather t.hl\n 1n t-he pr oecn t . (Whether we should 
cYpl <'>it t hif re ~tlell'ent i F a•a in factor wMch 1e outsi de the ~urie
rlicti~n <'>f ~he Treasury Deport~ont.) 
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:<.t:.Jr: 

Operator: 

!U!. Jr: 

0 : 

P. . ::.Jr: 

Hello . 

Ur. Butte~orth. 

Yes. 

Go ahead . 

Hello. 

February 15, 1938. 
11: 54 c . m. 
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Butterworth: Hello, sir. 

"! .•• . Jr: 

~ : 

? : 

r . :: .Jr : 

S: 

H.! ' Tr: 

S: 

~ . : .. Jr: 

S: 

H. li. Jr: 

9 : 

Hello Butterworth . 

Good afternoon, sir . 

~e J ust have on t he ticker, ~hat Sir John Simon 
said. Hello . 

Yes, I've got the full r eport before me h~re . 

Yes . And I' d 68:;/ that \7:'1 8 very satisfactory. 

Good. Well I'm very glsd you ' re pl eased with it.. 

'1/ell, I v;on 1 t bother - it ' s all come over t he 
ticker , so I - I won't both'lr - you t.o read 1 t to 
me, see? Hello. 

Yes. 

What 1& t he gosa1p over t here t.oday, about t~e 
th1l'.g? 

( 

And I t.h1nk t.he r eaot.1on 1n the city bas been very 
eat1sfactory indeed. The officials hcv~ welcooed 
the s tep a s - very much in t he same t erms that you 
ex~ected as an earnest - that the Governwent want ed 
to remove any deflet\onary brakes wh!ch might have 
been appli ed . 

Fine . 

And I have spoken to vYr1ous newspaper people . 

Yes. 

And - and trom the ticker here, I got a report on 
the ticker her e . 
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li .!l.Jr: 

B: 
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Yell. 

Which not only gave the announcement, but then went 
on to say that it's not to b d e rege.r ed in any uy 
as an inflationary step or ac introducing any de
valuation action. 

" . ::.Jr: Yes. 

9 : 

H. i!.Jr: 

!l : 

li . !!.J r : 

~ = 

E . !~ .Jr: 

9 : 

~ .. :.Jr: 

B: 

~ . :.l .Jr: 

B: 

;: .:: Jr: 

B: 

H . I~. Jr : 

B: 

That the gestt~e on the part of the United States 
Treas~y to show its desire to remove dotl~tlonary 
brakee. 

Yea. 

~!ow , and lH:ewise 1n the C\'sn1ng newapeper today, 
more or less that same t heme i s f elt . 

Gc~d. !!ow, I saw one interesting -
reaction we've had here. 

I beg pardon, sir? 

unlookt'~ rcr 

I want to tell you of what unlooksd for -
reaction we've had here, and t ha t 1s as a result of 
this, our long-term oovernrncnts have turned very 
strong. 

lib-huh. 

Because the bank's f1g~e t hat this is goi ng to 
mean a gradual 1ncreaoe ot their exceec reserves, 
and that they 'll have money to 1nve£t, so they ' re 
buying o~ very longest Covernments. 

Uh- huh. 

Whioh I think ls very interesting, and very pleasi ng. 

Yet, I think so too. 

seoauae it we heve e good Government bond aarket, 
and then-should get a capital riee in comoodlties, 
whY we' d have alaott the i mposeible. 

Quite, sir. 

But I thought you'd like to know that. 

verv interes ted to hear ot it. 
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1-! .l!.Jr: 

B: 

?-!.!.! .Jr: 

B: 

H.I!. Jr; 

B: 

8: 

( 'l . l.l .Jr: 

a: 
H.U.Jr: 

B: 

'I . I!.Jr: 

B; 

H .!l .Jr!' 

B: 

~ .l! . J'r : 

B: 

!l.!J. Jr: 

8: 

( 
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Because I didn ' t expect that reaction, and people 
over here - we've got ·a very good press over here. 

Right, 

And I Jus t talked to or Burgess and he csid that 
they're all ver,y much ~leased about 1t, in New York. 

Oh, good. Well I'M very slad about it. 

Now, I r.1oh that you'd call up Cochran. 

Yea. 

And r ead to him what Sir John Simon has said, eee? 

Yee . 

Because I phoned Cochran today and asked him to try 
to get the Fr~ncll Hin1ater of F1neTJce to ssy t~oae
th1ng, see? 

Yea . 

And i f he had this, whY, m11ybe 1 t •1ould help him to 
get a ots.t.ement from -

Good. I'll do that, e1r. 

Fro~ the French ~inister, s ee? 

o! course , 
oarried a au~plementsry questi on? 

The oupplementary question? 

Yea. 

Just a minut e. Let me see. 

Put up by the leader of the opposition. 

~v Sir pethwick Lawrence? 

BY Lawrence? 

at hocae 

There were two other. questio~s, ·~~c~i!h~eet and 
a ssembled ParliamentJJuhnats~~n~nswered e~temporaneou slY. 
asked and which Sir o 
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H.U.Jr: 

B: 

'i .U.Jr: 

9 : 

H. :.LJr: 

B; 

H.l! .Jr: 

9: 

ll :J Jr: 

Be 

( H.!4. Jr: 

B: 

H.!!.Jr: 

B: 

H.U Jr: 

B: 

H. l!.Jr: 

9 : 

ii .ll.Jr: 

B: 

H.U .Jr: 

( B: 

- ... -

Well, Sir John Simon replied regarding the first 
supposition, "I agree with ur. Lawrence.• 

Yea, that ' s right. 
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That the currency arrangement or the t~o countries 
d.1fter widely. 

That's right. 

Is that it? 

Yes, and then there' s another one. 

Yea, and the other one waa a formal one, which was 
asked him by UaJor Athley. 

What? 

This - there's one after that . 

Well, it's Just coming over no~. 

What's that? 

He said, •It 1 s here indicated a.ny sort or 
departure f rom t he tripartite aareel'lent. • 

No, we haven't got t hat yet. 

Principles- that agreement was made, th18 noon. 

Well, it ' o just coming over t he ticker now. 

Yea. 
But it' s - what they aa1A i s all right, i sn't it? 

Oh, it'e ~11 right. I Jus t wondered whether- · 
I've got this dtreot wire can here- ~hether you 
wanted me to put the f1n~l part of that on the wire. 

I think ao, you might ae well put 1t on the wire. 

All right, I ' ll do that. 
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H.!.!.Jr: 

B: 

H.!.I.Jr : 

3 : 

H.M.Jr: 

8 : 

!L L! .Jr: 

B: 

" . t:.Jr: 

B: 

l! . ll. Jr: 

3 : 

H. l! .Jr: 

9: 

H. LI.Jr: 

B: 

!! . L!.Jr: 

B: 

!' .t:.Jr: 

- 5 -

All right. And then you call up coohran and let 
h1lll han it. 
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I will indeed. Now, ~. Secret ary, wae th8t telegram, 
t hat I eent you on Saturday about the abort selling 
at t he SEC matter all rightf 

AI tar •• I know, I een-. 1-. over t o the SEC and 
I 've had no comments. 

Q9od . 

But I'm going to bring it to the attention ot 
Ambassador Kennedy. I'm going t o bring i t to hie 
attention. 

He kno• more about that than I do. _ .. . -~ 
Well, be knows mor e about it than I do. I sara 
I never went i n for short selling. · 

Nor did' I. 

(laughs) But I thought that he ' s peculiarlY fitted 
to look i nto that, when he gets over there. 

That 1c o. statement on whioh I woul d not like to 
oomnent. 

All r i ght. Well I didn' t mean it to sound t oo 
aarcc.ctic. But -

All right, air. 

What? 
right 

I'll - all/sir, I'll t e lephone Cochran. 

And while I'm on thi 3 pexticuler subject, I un~ erstand 

that the President told him that the preoent arrange
ment should continue ac is. 

Oh, good , s i r. 

That I'm to work, that the Treasury is to work directlY 

with t he British Treasury through you. 

Fine. very good, sir . Thank you so much. 

But -
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B: 

H.U.Jr: 

B: 

H.lt.Jr: 

B: 

;.: .t~ . Jr: 

B: 

( 

( 

- e -

I don't look tor any trouble 1n that d1rect1on. 

Very good, e1r. ThAnk you very much. 

All right. 

Goodbye. 

Goodbye. 
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February 15, 1938 

The Secretary had as luncheon guects Messrs. Eccles, 

Davis, Viner, Taylor and Upham. 

There was some discussion of housing . Mr. Eccles said 

that the "Resettlement group" was interested 1n using WPA 

funds to some extent for the building of groups of houses 

in various re0ions throughout the country . His own feeling 

is that the most that should be done is to give a partial 

subsidy to pri vate housing in the form of contributed WPA 

labor. Mr . Morgenthau said that he thought the best thing 

to do is to let Stewart McDonald do what he can with the 

230 

new housing act instead of taking up a l ot of new plans to 

interfere with FHA developments. He said that while Harry 

Hopkins is away, the President is routing 1'/PA matters through 

the Secr e tary and Mr. Bell, and that any plan for the use of 

'.'l?A money 1n the housing field will not get by them. 

Mr. Davis , at the request of lo!r· Morgenthau , summarized 

sotr.e of the main features of the new farm bill · 

Mr. Morgenthau told Mr. Eccles that the Treasury would 

deposit w1t3 the Federal Reserve System as rapidly ~s possible 

an accumulat ion of $70 million of silver certificates , in the 

form of e10 pieoea. Mr . Eccles saw no object i on to thi s and 
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said they expected the silver certificates to be placed with 

them. He said t he only merit to such action that he can see 

is that it will reduce their printing expense for FederBl 

Reserve notes. He condemned the silver program generally and 

wondered whether or not the Silver Purchase Act could be re

pealed. Vr. Morgenthau was or the opinion that it could not 

be at this session . Mr. Uorgenthau said he 1s for the silver 

program tor one very good reason--it is financing General 

Chiang Kai-ahek, and as long as we can keep the Chinese going, 

it may make it unnecessary to build an $80 million battleship . 

There was some discussion of the action taken yesterday 

with respect to gold desterilizat1on . Mr. Morgenthau said that 

Sir John Simon had i ssued a helpful statement and that everyone 

on the Hill seemed to be pleased. He said that Burgess re

ported the action well received in New York. Both he and 

~r. Eccles thought that the newspaper stories this morning 

were very well handled. 

Mr . Morgenthau spoke of the tact that the Government bond 

list was up slightly and indicated his hope that if and as the 

Government market rises, it may tend to pull the whole bond 

market along with it . Mr. Eccles stated that the only thing 

that would pull the bond market up is better earnings. 

Upa 
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llondt\1. J o'bruory 14, 1938. 

Wo.ahlt!j!;ton 

Praaa Sorvieo 
lfo. 1~51 
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On DocG::>'ber 22 , 1936, t ho Socrottu7 of tho 'l'roaaury atatod thtt , otter 

conferring with tho Board of Governor& of the Federcl neaorvo S)"ate::~, ho pr~ 

poaed to t~l<o eppropr1ate nct1on with rospoct to net ndditieno.l aequhit1ona 

or r oloaaea of ;;old b)' tho 1'reo.sury Dop~rt:Jont whenever it wno docood odvi .. 

able and in the public i n toroat to do ao. 

In puraw:mco of that policy, t ho Secrotnry of tho Treaaucy, at t or con-

!erring with tho Bonrd of Oovcrncra of tho Joderal neaerve Syateo, toda)" 

anno~ea that gold ocquirod b)' t he ointa l\!l4 'aascy ofticea aft er J~.nuary 1, 

1938, will be inclu!ed -In tho Inactive Gold Account onl)" to tho extent that 

auch ocquhi t1e~e in any ono quarter oxceod $100 ,000,000. llo change 11 boins 

ae.de in the prooeduro whoreb)" any col d rolenaed by t he ninta md naal!f off1coa 

1a taken froo the Inactive Gold Account. 
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TREASURY DEPARTMENT 

INTO OI'PIC:. C:OMMUNic:ATION 

•••• Fabru&Z7 151 1958 

llr. Oliphant I 

rooM llr. Fole:r 

I att1111ded a •••tin& on houa1Dg :resterday afternoon at ••so 1D 

Col. J&lAes Roosevelt ' s ottice. Ia addition to Col. Roosevelt end hie 

u sistent James Rowe, there were present troa the RFC - lleaara . Jones 

and Doherty, troDI PHA - llessrs . llcDonald, llcGhee and Ferguson, trom Para 

Security Adodnletration - Messrs. Sn)'der and Baldwin, trom 'M'.& - lleaera. 

\I'Uliama and Harrington, from the United Stat es Housing .&uthorit;r, 11r. Straus, 

troa the Deputaent ot Labor 1 Dr. Lubin, and I. 

Col. Roosevalt stated that the purpos e ot the meeting ns t o dbcuas 

a tentative housing progro.a whare'b1 $750,000,000 c:oul.d be spent quickl)' 

for houses ot low-cost to serYe the needs of inco• groups who could afford 

to ~ no aore than en average ot $2<), 00 per 110nth tor r ent. Be po1Dted 

out that t.he only al ternD.tive t o a euccessM execution ot su.ch a procraa 

t>'OUld be a request ot Co01ress wi.th1D the next tew aonths tor a t2,000,000,000 

apprppriation tor relief. Be said that what he had 1D a1Dd would entail the 

lendint, ot 110ne:r b)' the RFC at low rates ot 1Dtereet, the furni.shing ot labor 

at a yearl)' goilll wage by ll'A, the turnishing ot siaple standard bouae plane 

by FUll S.ourity ,&dw1nhtrat1on and the turnishing ot land, •teriale and 

utilities b:r the aullicipalitiee, u .. ch ot the UDit as poaeible to be cut 

and asvubled ott the aite. 

The eganc:1 .. 1Dter .. ted 1n the prhate houain& progru such a£ rs.& 

and RrC took up a good deal ot t1aa po1Dt1ni out that the propoaal, 1t ginD 
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effect, would interfere •teriall;v 'tlith thair progl'Ul as private 811tar-

pr1ee naturally would heaitate to eater into coapatition 'tlith the Qonra,. 

ment. Col. lloo~ ~velt l'ePlied that the progru was an eaergenc;y one to be 

Clll'ried on onl;v tor a T8r7 lill1ted t1ae and that it was de11icned to d-.nstrate 

to tho private building lnduatr;y which wae obrloual.y holding back jUIIt what 

could be accoJ:II)llahed quickly in the ~ o.t low-cost construction. 

llr. W1lliam8 and Col. Harrington ot 'IIP.A were ot the opinion that tbe .. 
Goyern~~ent ... ould h&ve to undert.Eke direct construction ot i.he projects 1t 

t he program was to be started this 'tlinter. 

Col. Roosnelt asked represent.tives ot 11P.A and FSA to prepare a joint 

report aa to the nwaber ot bousea which could be c01l8tructed 'tlith trso,ooo,ooo, 

the number ot people who could be emplo;ved on such a progriiJII, and the need tor 

and appro:daate co1:t ot such houeee . llhm the report is reed;v another •••tine 

ot the group is to be called to consider lt. 

Col. Roosnelt explained that he had aelced ae to sit in because ot Jq 

tiiJIIiliarit;v rlth the public housing laws in the states. Since very little 

was said on the subject, I did not take an actin part in the discwosion. 

llr. Rowe celled 11111 this 110rning and said that Col. Roo11nelt 11t11ted h1a 

to tell the J'S1 and IIPA paople that b.e iutended to go through 'tlith the 1d• 

and that their report ahould be read;v aot later th&n Friday· In the _,_ 

tiJoe, he asked • to prepare a IIIIIOOrendull aa to the powers ot the Rl'C, WPA, 

FSA and the local housing authorities and -=icipalities to participate in 

such a prceraa, and the lecialation, 1t ezq, which would be needed. 
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lmiOIWIDOII or !!!! DAY • s AO!ITI'l'IES 24~ 
february 15, 1938 

To: The Secretarr 

! roo: llr. lla«111 

1. Reorgani~&tion ot the Burenu 

Mr. Graves ia proceeding to Loa Angolee on !bureda¥ to take 

ch&lge of eettillj; up the n.,. Settl81!1ent Unit there. Be will &lao 

look into the orsanfsation of the loeal Internal Revenue sgent'e 

office which will t hereafter be etudied intenlively by Mr . Herbert 

~ood , one of llr. Graves ' aaaiatanta. It ie our hope thAt both tha 

~gent's office ond the Settle%ent Unit can be organized aa modele 

' or similar agencies in othar par t e ot the country. 

llr. Gr~vee thinka thnt we wi l l not have an adequate factual 

baeis to Judge t ha eff iciency of the Loa Angalea plan before nut 

July. His plan would t hen be to extend the Jurisdiction o! the 

Los Angelea unit over the Pacific Coaat dietrich; and about one rear 

from now t o eet up a aimilar organhation in ao::e other pert of the 

c~untry. I should like t o proceed more rapidlT ~t of couree we muat 

wait long enough to tl&ke aure that t he new ore;anizat1on 1a nn Uiprove

ment. 

Graves doee not plan any fer-reaching ~~ea in the settl~ant 

org&-">i:atione here in Washington, eince he espech t o accot!J)liah the 

desi red ieprovementa through tra..,aferri~ the per~onnel here to of

fice• in the field. I have suggested that he reconaider this ~eetion, 

oince it will be several yeara before the decentrali•ation pl&n can 

be ful ly worked out. 

2. Cooperation w1 th Canada 

The Cana41an CoDaieeioner of I nternal Revenue, llr. !lliott, 11 

in the city tor informal conference• r egarding administ r ative coopera

tion in income tax enforcement. It is conte~lated that an addendum 

to the Canadian !reat7 ratified laet euaDer will be negotiated i n due 

course. In the meantime, the Canadian suthorit ieo heve cooperated 

aathfactor1ly in 1ett1~ up aachinery to prevent taz a<roidanco. 

3· '!'ax bill 

I have aaked 11r. Shoup t o hel p me coordinate our idlea of beaic 

improvement. i n t ho pendin& tax bill wbich llisM be ll&de when it 

re~ea the rtnance Commit tee . '!'hero are several i11portant chazt«e• 

i D the intoreeh Of c:reater equl ty upon which all Of Ul would 84!J'II, 

but which would eauee a loa• of r e<reaue that, under present inatruc~ 

tion1 would have to be aade up in other direetiona. If the legisla

tive ;ituation develope in ~ch a W&T thet an incre~•• i D incomeo!or 

eetate tax ratea ie a poeaibilit7, we will have on hand a list 

suitable r ecoamendatione t or improving the etructure of the reveuu• 

lan. 
~." . 
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Present : 

February 15, 1938 

3 P• m, 

Dr. Feis 
Mr. Livesey 
Mr. Taylor• 
Mr. Oliphant ' 
Mr. Bell' 
Yr. Hefflefinger" ( f rom Bell ' s offic e) 
Dr. White• 

IDl Jr: I have not read this cuemorandum from 
Ur. Hull th;t came 1n t his morni ng. Dld you (Fe1s) 
-.r1te it? 

Dr. Fe1s: 1\r. L1veoey is the chief of that. 

Mr. Bell: I t ' s an expansion of the one of 
January lOth , 1sn't it Fred? 

Mr. Livesey : Yes and we brought 1n a couple 
of ideas that the Huns wanted emphasized. 

Wh1 te . 

RM,J r : Should I rend 1t before we start? 

Mr. Livesey: It's a bit lengthy . 

!Dl,Jr: Wil l we develop 1t as we go along? 

Wr. Livesey: I t nlnk s o. 

!Dl ,Jr: Let me see. Who else do we need? 

Mr. Bell: You wer e to get a memorandum frcm 

!UI.,Jr: Ye a. 

Mr. Bell: I don't know whet her Wayne has it 
or not . I suppose it's largely on t he economic end. 

IDl Jr: Well, we will get 1t all. <;o telephone 
operator: +ell Dr. White (he ' s i n l.lr . Ta7lor a off1oe) 
to get the memorandum on Hungary and bring 1t 1n hare, 

242 
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please . ) 

All right. Now, what I say is t his. To bring 

you gentlemen up to date, in talking to the President he 

is very much interested and the way he put it he eay~ 

'Bring me i n a Joint recommendation from the two Depart

cents. 1 Then he asked for a complete breakdown of debts 

by pre-Armistice and post-Armistice, so he could.fam1li ar-

1te himself with it, and then also apply what we will call 

t he 'Hungarian formula' to the other debts. You see? 

And that we have done here, I t ake it. Haven't we? 

Mr. Bell: Yea. 

HU Jr: Then the interesting thing, he said, "How 

would t hi s be regarded with respect to Finaldn? ' I said, 

'We ought to give them a refund.' He said 'That would be 

~arvelous. That would be a wonderful gesture. I would 

love to do that. That would be a most wonderful gesture 

to give Finland a refund. 1 So we muet not fo rget that 

because he will aek that question: How would you handle 

Finland? Would you remember t hat? If he asked , 'What 

wculd she be entitled to? ' , see? But he is very much 

interested. 

And then when Mr. Pelenyi was in, this morning, 

he wanted to know about going to Cuba; didn't want to rush 

us . So I said I hoped we would have some kind of an answer 

for hi m before the President left Friday night. 

That brings you gentleme n up to date. 

Dr. Feis : Fine! 

HU.Jr: No~, Mr. Bell. 

Ur . Bell: Well, I have t he statement that you 

asked for, a breakdown of all of the debts. 

HU,Jr: AnybodY wants to look over my shoulder, 

t hey are welcome. 

Mr. a 11: Over in this column r epresents t he 

funded indebte!Deee of all those countries a nd they ar~ 
arr anged chronologicallY ae to the time when settlemen d 

was made and here i s the unfunded Armenia, Nicar~h=~ 
Russia. Anyb~y can have the Armenia debt , can • 

Fred? 
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Ur. Livesey : I t hi nk so . 

~Jr . Bell: This first l1ne shows you the dat e 
of the funding agreement and the second l i ne, date in
debte<iness was incurred. Next l1ne i a the orig inal in
debtedness spli t into pr e- Armist i ce and post- Armis t ice . 
The only pre- Armistice was cash advanced. 

HM ,Jr: Take Finland. 

Mr. Bell : Finland 1s t he fi r st one that s i gned 
a debt agreement. 

HU ,Jr : Where i s t he pre- Ar mi stice? 

~r . Bell : None . 
lief s~ppl1es . 

HM ,Jr: All right . 

All post and consisted of re-

Let' s take Great Britain. 

Ur. Bell: Great Britai n: ~3 , 696 ,000 ,000 pre
Arm1st1c e and $561 ,000,000 post- Arrn1etice . They com
bined t hem and treated them the same . The only one you 
treated di fferent "as Belgium and those are separAte . 

HM ,Jr : Swell. 

f.lr . Bell : The only other debt "e t rPated sep
ar3tely was t:YO debts of Greece and t ha t ~as re611Y not 
pre- Armist ice but this was more or less a co~ercial loan 
to bring 1t up equal to what Great Britain hAd done under 
the Tripartite Agreement of February 1918. 

HI.! J r : Where do you people show t he so- called 

Hungari an t~1ng? 
ur. Bell : That ' s a separate atatemrnt. This 

gives you the original i ndebtedness and that s pre-Armis
tice the amount wi t hout any i nterest involved at all, 
3nd that's because you total the amount received on ac
count both of principal and i nterest and this gives you 

t he percentage 

{Dr. Wnite came 1n. ) 

Dr. Whi te : This is 1n r ough for m. 
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HK Jr: That's all r i ght . 
bettor at1c~ on the other t hing. 

And I think you had 

Dr. ~te: Anything you say . 

HM.Jr: Where are you on t h e other thing? 

Dr. White: We are at sea, but maki ng headway. 

HM,Jr: Th is ia going to l ast about an hour. Would 
you want to sit in on this? 

Dr. '!lhite: I don ' t think there are any ideas that 
I have here that you probably alr eady haven 't. 

HM ,Jr: I would like f or you to sit here with me 
for an hour if it ia not going t o stall t he other meeting . 

but I 
here, 
I can 

Dr. White : I d on't think 1t 1s going to stal l it, 
can be useful t here and I am not sure t hat I can be 
but if you will let me atay here ten minutes I think 
Judge. 

HM,Jr: S1t down , Harry. 

?45 

Mr. Bell: This i s the ori ginal indebtedness of all 
countrie s that hive refunded their debts without any interest 
involved. Th1a is total payments received on account of 
both principal and i nterest . That ' s percentage of total 
ori ginal payments a nd her e' a original i ndebtedness less pay
menta. That's net amount. That ' s amount due , including 
accrued and unpaid 1ntereat up to JanuarY 31 . Here are 
the annual annuities applied t o t hese funds on t he basis 
of the Hungary proposal. 

HM .Jr: Swell! Let me just read what White hao 
nere and t hen anybody can ask me questions. 

Dr. \fh1 til': That 1 s a rough draft. 

HM.Jr: (HurriedlY read t o himself Wh1te ' B memo.) 

Har ry, you just stay here a 
I ao not going to run very l ong. 

Wel l, I have got the t hing. 
see theee (Bell's charta). We ~i ll 

couple of mi nutes and 

Does anybodY want t o 
have i t photostated 
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and sent over to you toni ght. 
thing 11lte it. 

You have never had any-

Dr. Fe1s: 
tenth the space. 

Got the same results in about one
No, seriously, we would like to have 

a copy. 

HM ,Jr: Seriously, we would l1ke to have the 

same results i~ one- tenth the space! Well, anyway I 

would l ike Wr. Feis and Mr. Livesey to take the affirma

tive-- why t hey think-- let's talk about generalities 

whY, looki ng at the world and the dangerous situation 

over t here, why they think we should take this accept 

t his. Would you mind doing it that way? ' - ~ -
Dr. Feis: Brief ly , anT sign of a disposition 

to pay debts I believe should be encouraged. A disposi

tion to pay an inter-Governmental debt, vt1 thout making it 

t he subject of a bargain for, say, some othe r quid pro 

quo, is particula rly notable. 

HU,Jr: You mean you a re in favor of doing it 

detached f rom any other agreement? 

Dr. Feis: Oh , yes! And the f act that Hungary 

are ready to do it detached from any other strir~s is un

usual, under present time and oircumatances . I t hink 

that considering the terms we &ave to Austria on similar 

r el i ef credits; considering t he whole group of external 

obligations that Hungary has to deal ~ith; considering 

tr~ f ac t t hat t he formula would not present too serious 

problems, even if it had to be applied in other debt 

settlements, which by no means follows; considering all 

t hose things, it ' o a reasonable offer, and t hat the trans

action will alae have a generally stimulating effect - - I 

should expect it - - t or one t hing, if it were t i med properly 

it would stimulate t he possibility of debt arrangements 

with acme other larger creditors . So , Judged on its own 

merits and Judged with reference to the general situation, 

I definitely t hink we ought to accept. 

HM,Jr: Do you mind if -- in the first place, ~he 

question was asked , l wnat other debts have HungarY got? 

~ve you asked for those? 

Mr. LiveseY: We have not had a chance to go i nto 

t hose very deeply. In this memorandum of mine I have a 
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stat ement in gene~al terms. 

HM,Jr: I s this t he last one? 

t.tr . Livesey : Yes, and t he Hungarians collaborated 
in this s itatement; boi led i t down to something reasonably 
smell. t is not a stat istical presentati on. . 

Mr. Bel l : You are asking tor the ot her debts or 
othe~ foreign debts? 

HH ,Jr: No, j uet Hungary ' s Government debts. 

247 

Yr. 3ell: They had debts similar to ours out I 
unC.ers tand they have been paid ott. Their debts ~utatand
i !'IC at the pr esent t i me -- t ne nearest t hing we oan get to 
it ia the annual report of t he Foreign Bondholders Protective 
Council, whi ch just came out , which shows quite a list t hey 
have pai d off, other Governments. 

L!r . Heftlef1nger: They have paid off their war 
debt, IVhich was si!Dllar to the debt I'Fh1ch theY owed us. 
Amounted to about $1 ,150,000, 

HU,Jr: But they owe American banks. 

Mr . Bell: Yes. TheY owe Ameri can banks , American 
investors . I don't know about-- I can' t seoarate t hese . 
They were League loans floated in this countr y. 

Ur. Lives ey: Governmental loan. I haven' t gone 
through the last. The l ong loa n 18 the League loan which 
definitely has pr i ority over th1s l oan and that is the only 
loan they have floated over here. It was dollar loan and 
of fered to other countries as wel l . For the rest of t he 
worl d they have pre-war obli~atione of their own - - ~hat 
t hey were allocated when the Austr ia-Hungary Empire split 
up , and a great number of different obligations which theY 
were g iven responsibility f or at the end of the war, ell 
bound together and handled through the Case Commune, an 
organization i n Paris terrificall Y involved in a · series of 
obli gations . I don ' t know whether t hey are paYi ng those 
ott. Probabl y t hey are paying since t hey are tryi ng to 
pay issues which do not pass through the Case Commune , but 
on some of the things t hey pay only a percentage of t~ 
total to be oaid to the publi c , percentage ~ight be lo~ 
ot the service, and ·such and such. TheY have not done 
111UCh in post- war i ssues of t heir own. I think the League 
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l oan .... . 

this. 
to keep 

HM.Jr : Now, may I i nterrupt you. 

Let ' s say t hat I would say I recommend accepting 
Do we have any moral obligaticno to .. a rds anybody 
us from accepting this? 

Mr . Eell: No. 

Mr. Livesey : No . 

HU.Jr: Then why worr y what they owe? I am j ust 
asking. I t ried to get Wi n Riefler t o come down because 
af ter all -- be could not come. I did not know that the 
Uni ted States bad any moral ~bligation that we should not 
accep t it or t hat we had given our word to anybody. Huh! 

Dr. Feis: We have no moral obli gation. The 
quest ion woul d a rise, however, as to whether t here would 
be possi ble crit icism on the grounds t hat the offer being 
made to us compared unfavorably with t he terms with whi ch 
t hoy were d i scharging other indebtedness. We have talked 
that enough with t he Hungar i ans and I believe you have a 
memorandum on t he way that disooses of t hat matter r ather 
ext ensively. 

I n summsr y , I ge t the impressior. t hat no human 
cind can make too close a comparison bet~een the treatment 
accorded t he various obligations , but token by and large 
the same t ype of treatment they have ~iven ~heir oth~r 
cred1 tors on t heir League l oan a ffords an example. What 
they nave done bas been to cut down •..•• 

Mr . Bell: $7! millions was the original. 

Dr. FeL8: $7i millions cut to····· 

t.l r. Livesey : They cut it 4CJ1, . 

248 

Dr. Fei e: $7~ millions out 40%, a nd extended the 
a mor tization scale, le~gthened i t away out fr cm t re original 
te r ms . In their treatment of ehort-term bankers cred1 ts 
you ge t i nto a perfect maze because t hose have been handled 
by deposi t of blocked pengos and the banks have shuffl~di 
ott those blocked pengos with huge variety of rates a~ t 
don ' t think there is any way or co~puti~g what per cen ° 
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their principal they rescued. I should doubt whether it 
would be substantial . Well, in a sense, oi nce the Ameri
can Government would be getting the whole of i ta principle, 
it would be pretty hard to establish that the bankers had 
done ouch better. At any rate, when you get into the 
maze of their European obligations, you get into a per
fectly terrific situation and I would be prepared to dis
cover, on close-up examination , that at one point or another 
some group , might possibly be a French group tha t was given 
new money , was getting somewhat better t han t his. I would 
also be prepared to di scover t hat t hey could not get rid of 

the!~ other debts on terms more f avorable to them. That 
that whole comparison would be built up , and you have a part 
of it in t he memorandum which is on i ts way over. 

HU,Jr: Both Ur. Bell and I, when we went over it 
Sunday -- I was t a lking for myself -- P.ere perfectly amazed 
that you did not seem to treat any t17o countries alike, so 
when it gets down to the ques~on of being consistent there 
is no trouble about out being compa.red with what previ ous 
people did, because no two countries seemed to have been 
treated alike. The fellow who paid first got hit the hard
eat, every incentive to wait as l ong as possible. So I am 
not worried about that . This is the main thing. The 
$40,000 a year is a trifl e co~pared to t he possibl e impact .•• 

coot. 

Dr. Fe1s: Exactly! 

HU,Jr: In our relationshi p to Great Britain. 

Dr. Fele: Exactly . 

HM.Jr: And that thins is what interests me t l'le 

Dr, Fe is: Sure. 

liM J ... · N I want a F:ent lemen' a agreeMent w1 t h the 
• ·• ow , this· that i f the Treasury--

State Department and that ;~ __ ·if the Treasury would recom
and I l a y great stress on • s u oointed out 
mend t hat we aooept this, treating itth:~ ~~ ot1at1ons, I 
earlier , entirely separate fro~ any 0 ement w~th you people 

woul d l i ke to have a g~~lem~~ ~nag~~~d should say 'We would 
toat after we do this ng , that yo'.l give us a 
like to t ake this up with the Treasury Now I think you 
tree hand irrespective o f anythl~ else~ I don't want to find 
people want to cross that bri dge ecaus 
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myself in t he position that England might co~e alo~~ with 
something as good as t his, see, and then you oeople say 
' No , you can't accept it because they won't go along wi th 
us on somethi ng else.' Is that fair , t o ask that? 

Dr. Feis: Yes, but •.•.• 

HU,Jr: I don't want to find myself in the oosi
tion that from t he ir angle you look at it differen~ly . 
•.Vhat Eng land offered us would be fa1r . I am on the spot 
because I can ' t accept i t because I have t o play bnll with 
the State Department and say, ' No, I can' t accept this b~
cauae the State Department does no t want me to.' 

Dr. Feio: Subject, necessarily, to confirmation 
by Hr. Hull, I should expect him to say that any debt of fer 
of ~reat Britain t ha t was acceptable to t he Treasury of t he 
United States would be accept able to the State Department 
without reference to any other business that we mny nave up 
Yii th Great 9rl tain . 

HM,Jr: Well , t hat ' s a ll ri~ht . 

ply to any other count ry? 
That I'TOUld ap-

Dr. Feis: Yes . And his whole policy has been 
in the opposite direction , to tr1 to prepare the way for 
discussions on the debt questi on with Great Britain most 
effectively by a trade agreement , but the way having been 
oreoar ed to keeo the treatment of debts quite independent 
of any other i ssue, I ~ve never heard the slightest diver-
gence. f rom that attitude . 

HM.Jr: You can see the importance of fiXing that 

principle. 
Dr. Feis: Oh, quite wholly eo , but I don't see 

nny problem. 
HM Jr· Well 1t has never cone up, Her~ert, be

cause this i s the fir~t time since I nave been Secretary 
of the Treasury , a little over f our years , that we have 

ever had an offer. 
Dr. Feio : I quite see the import ance . 

!.1 J And $40 000 is not worth Tthile to put 
Ur. Hull ~n' th~ posit1on ' that either he or I might be 
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embarrassed. ThAt's all. It could be Just b 
rassing to hi m because he might find himself i~st~sa~~si
tion t hat Great Britain would say , 'We made you an otter 
a debt offer; you won ' t t ake t hat and you are holding u~ 
up w1 th your trade treaty . ' 

Dr. Feis: I can see t hat you would want affirma
tion , but I don't think you will have any t r oubie getting 
it becauae his policy is the same as yours. 
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HM,Jr : I know how close to his hear t t he British 
trade trea ty is . Naturally , it "ould be t h e climax ot his 
being Secretary or State, the cli max of his career And 
I wouldn 't tf-nk the little less or hi m it he sa1d ' 1 :lo, that 
comes f irst, and

0
i nascuch as you people have been pus~~ng 

us on this , I don t want any posaibility or a misunderstand
ing between Ur. Hull and myself. 

Dr. Feis: Quite . 

Hl! .Jr : You (Dr. l'lh1te) seem to be goin& t hi s like . 
(Shaking head negatively .) 

Dr. Whi te: I have only one thought in mi nd , ~Vhioh 
you probably have considered. We agree that t his amount 
is ne~ligible. I don't think you can dispose or it on the 
grounds t hat it won't interfere wi th any subsequent settle
ment, on the grounds that anythin~ t he State Department 
mibht do. I think it's beyond t he i r control. I beli e ve 
t ha t this establi she s a princi ple , a criterion which will 
be a maJor factor i n any subsequent settlement and, t here
fore, it appears t o me that this t hing should be completely 
i gnored as such and the crucial problem should be the care
ful consideration a s to whether or not this princi ple which 
you are establishing here i s t he pri nciple or debt settle
ment that you would want wi th Engl and; ~nether you think 
you could get a bet ter one ; whether this is the best you 
could get , and whether this would meet with pol1 tical ao
oeotanoe . In other words, it seems to me that the issue 
tha t ought to be decided now is liberal debt settlement and 
not this one. I don1 t see t he hurry. 

HM.Jr: Well, I think there is a hurry , tor this 
reaoon. I t hink that -- Mr. Feis can corr ect me or con
firm what I say -- I see Hungary in one ot the key positions 
in Central Europe. I think t?i t h what we have been able to 
do here with France has certainly been cost helpful in keep
ing France going. No quest i on about it. And no one ia 
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s oing to underestimate the importance of keeoing France 

r otng, certainly under her present type of Government . 

Now if she 1s in one position and Hungary is in anot her , 

if at thls ti~e we could step in and helo Hungary so 

t~~t -- she is at t h e bridge there of Middle Europa as 

between the Balkans , Poland and Austria-- that we ~ould 
strengt hen her hand and as a result of t his she wanted 

so~s loans from orivate sources and could get them I 

t hink with France on one hand and Hunga.ry on t he other, 

1 think it would be mos t helpful at this time towards the 

peace of Europe. Now, t hat s what I am thinking of. 

Dr. White: I was Just thinking of day s. 

H!J ,Jr:--l:~m thinking of daye. It's Just a 

matter of days , and until we can do the British thlng it 

might be a nother couple of yea rs. 

t!r. Taylor: I don't thin!<, whatever you oay do 

later, it1 s this principle pl us uniform treatment for any

body else t hat cowes in and does want to negotiate t nat can 

be determined at this tine . I t hink lt is necessary to 

determine what· yoa might describe as uniform treatment . 

RM, Jr: We could sit here around this t able and 

argue for two years and discuss 11hat Great Bri taln could 

pay and might miss it by a mile . These f ellows. are ready 

to do this . When I r ead what t he other people nave done --

1 did not realite i t when I talked to Herbert Fels -- we have 

accented t h e orinci ple of no interest . We have accepted 

that: I did. not realize it before. And knowing how 

Jittery t he .,hole world is , if we co:.tld do something at this 

ti~e to se ttle one country, then maybe lend theo a little 

~oney, that's why I am trying t o rush this thing through 

and n;et it s ettl. ed by Friday night . 

Dr. W:-11 te: You a"e sure you are not exaggerating 

t he i mportance of t his settlement at thls time? 

borrow 
that I 

IW,Jr: • I don ' t thlnk I can. 

Dr White· $40 000 nnd what t hey may be able to 

-- u~ess there i~ aomethl~~ else in the pi cture 

don't know about. 

HY,Jr:I think anything t he United States does to show 

1ts interest and sympathy to~nrds a Democratic country in 
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Europe at this time can't be over-estimated at this time. 

Dr. White: I will gran t you the general principle • • • 

Dr. Feie: That 1 s all important but I th1nl< !!r. 
Whits ' s statement greatly exaggerated th~ problem. Len·1ing 
out of t he question t hat if we could get the Hungarian t erms 
from Great Bri t1sh, of course t hat woul d be excellent -- tar 
more than I anticipate or ~ntioipate ns will ever get from 
Groat Britain unles s t he dollar greatly depreciates -- leav
ing that out of the question, you have a debt arising out 
of the purchase of a couple t housands of tone of flour after 
the Aroistice, purely relief but closely allied to t he Austri
an debt already settled wi t hout inte rest . Already one 
subordi nated to t he Internati onal League loan of that type, 
specia l relief character, and I think it would not be dif
ficult a t all in tne presentation of t his to Congress and 
t ne public to treat it as an operation more or leas su.i gen
eris, of ita own type, and not appear to be commit ting your
aelf to any principle of settlement that you inevitable have 
to follow i n your me.jor debt settlement any more t han you 
can be bound by the Hungarians. We will conclude again if 
we could get these t erms fro~1 Great Britain, t he Treasury 
could consi der i tself obviously l ucky . 

Dr. White : Pooeibly yes; possibly no. 

Dr. Feis: The d ifficultY wi t h these Hungarian 
terms on the basis of general set tlement , is that they 
would1 be quite i mpartial , not harsh, for exacple, like those 

for Itt.lY . 

HU ,Jr: And France. I have done soce ho~~ork on 

t his. 
The last offer in 1934 or 1935 was 1~ 

Dr. Feis: 
•maybe' . 

You coul d not see 
Mr. Livesey: Double hedges . 

t hrous h the hedges . 
HM J.,.• The way I feel about this t hing , I th~nk 

at this tim; it is most opportune , particularly ~1thdt ~ 
Briti sh announcing that t~ey ~~ g~;~~m;~tl;~~ :v~~th1ng 
think that they having ma 8 t 8 

1 • those people 
tnat I hear about the Hungarians -- go lY · th ir debts 
have just starved themselves in order tJo ~a~r~~ng on by 
and balance thei r budget and t heY are us 
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their eye teeth to get thr ough and if they don ' t deserve 

encour agement , then nobody does . Now , I did not get t his 

from P~lenyi, because , I have not talked t o him. I thou~ht 

Anne 0 Hara UcCormack e t wo letters were i nt eresti ng from 

::u'\Apest . 

I am r eady , Dan. I don't know how you and the 

rest of you feel , but I am ready to write the letter r i ght 

now. 

~. T~vlor : I have only one point to make. I 

t !>1:1k this is useful com.':lent . I am ready to do 1t too, 

but I want to make this comment . You had all these con

versa tions in the beginning about ability to pay. All 

ri ·ht . Now, do we wish to redete~ine ability to pay or 

will we take t hose or i ginal estimates of t'!lo ability to 

?1:\Y as say i nc: , All r1 ght ; we will move from ther e and we 

are not goino to try to establish the individual ability 

to pay of any country, so you can s ive t hem uniform treatment . 

Hll Jr: I can answer t hat . I f I was goin& l nto 

that -- as ! a r as I am concerned , what these people di d be

fore was so inconsistent and eo hard to understand and their 

ctudies as t o a bility to pay , of Ital y , for example, a re s o 

fu ll of sl eight-of - hand and everytr.lng else - - as far as I 

am concer ned , I vtould do just like I diC. on !!r. Feis' London 

Economic Confer ence . I eay I was not i n the Treasury . I 

!:non nothinG about it . Don' t know \'1h.<\t l!r . Fe is did over 

there . Nobody in t he Tr easur y knows what was done o•1er 

there in debt set tlement . 

Dr . White : I f you have made up your mind t ha t is 

the principle on which you want to settle debts • • ·· · 

•out the 
·oing to 

HJ.l , Jr: I 
window". 
study it. 

would say any t hing already before me is 
I don' t know what they cUd and I Am not 

" T 1 We a r e start1~" over again nnd "e have 
... r. aY or: . .., 1 t i on 

n':lt investigated t he ability of Hungnry t o pay n conroe c 

v;lth this but we do t nke it from - - all ri !"ht, he~' \ a~e 
amount whlch t hey owed and we a re establ i shing ~ pr "\~ i n 

of givi ng t hem "credi t for everythi~ thatt~~~~ m~~~ b: some-

the oast on what theY owed. There.ore, t was 

t hing in our mind whi ch says t he t t hat original a~or" 1 
0. K. Perfect ly easY to establi sh wha: t~~ir 0 i ~hinank we 

amount was. This does not bother me a• a • 

25~ 

Regraded Unclassified



-14-

ought to have t hat clearly in our minds t hat ' s what we 
are doing. That we are sayi ng t he original amount was 
the correct amount . 

Dr. Feia: Not i n t his case, Wayne . I t ' s a 
11 t tle bit wrong. They are paying t he original amount 
borrowed, not an amount gauged by caoacity to pay. All 

they did in your ori ginal settleMent , t hey took the orig

inal a~ount bor rowed , added a l i ttle for interest made 
a ne~ tot~l and spread it out over a peri od of ye~s. 

!Jr. Taylor: But you are w1ll1ng to go back t o 
t he ori ginal amount without arguing. 

t hing -
and then 

Dr. Fe1s: That 's ~hat t hey borrowed. 

!Jr. T~lor: No'' , are you willing to do the same 
i n ot~r words , go back to the original emount 
apply this princi pl e? 

Dr. Feis: Again, t hat i s a wrong conclus ion. The 

original aoount is the ~mount they borr owed. 

Dr. White : But his poi nt ia you may want to have 

anotner principle, which is , t h e ori ginal a mount is not the 

amount borrowed. 

llr. Bell: In other wor ds, you think you mi ght have 

t o est~blish the same amount no~, under the debt agreement 

as it stand s today . 

L!r. Taylor : And then apply this principle and make 

it retroactive. 

Dr. Feis : I treat this more or lees as a thing by 

itself. 
HM .Jr : He oould go a step further if, for i nstance, 

subsequently, for Finland, if we find subsequently we have 
to make a scale down on the original amount, will we give 

Austria the benefit. That's all· 

Dr. Taylor: You mean would we give Finland. 

MY Jr• Let ' s say we do this for HungarY and then 

we have to giv~ Finland the benefit ~~d if somebody comes 

alone and we give them better treatment • ·• • 
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better 
Llr . T~lor: I maintain 1 

t reatmeri: if you you oou d give apply the principle . 
anybody 

Mr. Bell: Lli n1mum treatment . 

Ur. T9Ylor: Yes; ~nimum, unif orm and retroactive . 

Dr. Feie: Not a single one would hold in practice . 

Mr. Livesef The President ' a message on the debts 
•~as we would st and y the principle· we 1'10uld treat t hese 
countr i es separately . ' 

llr. 011ohant: I would take up each case as it comes 
up nnd try to dO the sensible th1nr, in each case , realizir g 
t nere are diveree and multiple differences, and if thi s looks 
l i ke a wise and sensible thing to do , I would do it. 

Mr. Taylor: Then you can't give Finland a refund. 

Mr. Oliohant: I would not commit myself to refund. 

Dr. Feis: On the refund treatment and most fav ored 
nation , please reserve your Judgment because if you listen 
long enough I think you will. 

Dr. White: I th1ruc Herman ' s statement i s excellent 
if it were not for the history of the past f ew years. This 
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i s a resumption of t he whole debt problem. What you said 
had a certain relevance some years ago, but now you are be
ginning a sort of new regime, new principle of debt settlement. 
Thia may be t he first steo i n a aeries And I don't think you 
can i gnore t he principles- on which this was established and 
say you will consider each one in turn, because if i t is a 
bargaini ng princi ple you are, i n a sense restricting your 
b~r~ain1ng power. If it is, I think you are making i t a 
little more diffi cult to est ablish another or i nciple when 
you have already registered this, so that the time factor 
reduces somewhat t h e potency of what you state. 

Mr. Oliohant: Well , I tried to include all cir
ct~atances including what has gone before. I reel sure 
we would find i t being t heoretical r ather than being sagacious. 

HM Jr: I want, for a moment, to digress and-- Dan , 
out yoursel~ in the position of the Director of the Budget. 
Take a look at thi s. (Carbon copy ot memorandum from Sta ~ e 
Department . ) Can' t you give them enough money so I can ge t 
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better than a fourth carbon. 
cet a readable oopy. 

Allow them 350. 00 so I oould 

Ur. Bell: That 's probably why t hey did that . 

~nd I am ~1fi~ ~~~pl!~0~hi~e~;1j::~·wha~~sc!~l~~u~c~ay 
or instinct or common sense, and everything tells me at thia 
t i me not to fool around with this t hing, but to take it. 
That ' s the we.y I feel . I think that this whole thing -- I 
<l.o t hink 1t i s a matter of day s on that . And I would like 
to 17l'ite a letter now, take the time, you people, to draft 
a l etter to the President so that you could take a oopy of 
it bRck to Mr. Hull and say this is what I am ready to sign. 
All right, Harry, you can be excused. Do yo•1 (Mr. Taylor) 
want to go back toot Wayne, you are not opposed to thia? 

t!r. T1lor: Not a bit . I think you can use this 
framework. I you want to go any place you can go there. 

HU Jr: The way I feel, we often sit around here 
for months (! am not being personal) and try t o get the ultra
ultra refi nement of everything and then wait too long. I 
am terrifically impressed with the urgency of doi ng the thing 
now. 

Ur. Taylor: That does not bot her ce at all, but I 
t hink you •• •• 

HU,Jr: I don't know how t he Presi dent feele and I 
am more than plea sed to t ake this t hing up on the Hill my
self and sound up t he Committee3. No one has taken their 
pulse in five or six years . How long since anybody has 
been up on t he Hill on one of these things? 

Mr. Bell: 1929 was the last . 

D F i But i f you expect to ~et in a Jam on 
r . e s: h de oribe 

that which I should not think you woul d , t en you 19~4 
t his • as a loan, minor flour purchase • made back in -
having no relation to your major war 1'1nanci l16 · 

HU .Jr: You saY that's t he way to get into a jam? 

Dr. Feie: No. 
expected Jam. 

1 aay if you did get into en un-
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HY,Jr: Fortunately , the Co~ttees that this goes 
before I have the friendli est relations with. It I have 
any s tanding with any Committees on the Hill, I have with 
these . So I can find out very qui ckly. 

Now, Herbert, let' s write a letter to the Presi
dent for Hr. Hull and myself to sien. How would you word 
it? 

Mr. Bell: Herbert, what worries me about the ar
gument you put up , if we accept thi s settlement on thi s 
basis , it's the best settlement we can accept because you 
brought i nto it the question of relief, that t his was a re-

,~~~ltu eef obligation and, therefore, we ousht to be very liberal, 
Whereas t he ot her debts represent or are closely allied to 
commerci al debts and we can' t expect anythi ng as good as 
t his. Now, I don ' t think you can get settlement as good 
as this out of t he French, which is approximately $97 ,000,000. 

Dr. Feis: Nor do I. If we ever reach a settle~ent 
with France we should have to t ake less tha n $97,000,000 a 
year. That' a t he only way I could answer. 

Mr. Bell: I t hink your argument t hat this 1a a 
relief debt goes out t he window. 

Dr. Feis: I don't thi nk you would be estopped 
from g iving any other countries more favorable terms because 
that ' s why Hungary brought a clause in t here that if we 
ga ve any more favorable terms to any other country. I 
talked t hem out of it because I thought it would comPlicate 
every one of your negotiations lf you hAd to take that into 

account . 
HK .Jr: And that ' s why I haven ' t got the nerve to 

out t he screws on these fellows knowing that if I could 
get a s good , as favorable, a set~lement out of France I 
would be getting something marvelous. Here I slt and put 
the screws on poor old Hungary~ taking the argument that 
some day I want to settle the ~renoh debt . We will get 
a better debt settlement out of Hungary know1n~ all the h 
time that lf I take this offer, the French can t appr~ac 
that . The only one t hat could approach lt would be ng- _ 
land and if we got as good out of Er~land we would be get 

tlng something very fi ne. 
That ' s the waY to put i t to the 

Wr. Oliphant: 
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Commi ttee . Hungary comes in and -- voluntary act i on 
ond offe~s us something better t han ~e ~an ~et out of any 
otr.er country . 

Dr. Feis: I :ake it you woul d say tr~t only in 
Executive session. 

IW.Jr: Now , before we start this le t':er, !lr. Bell 
say~ there is some m1estatement in the Aide Uemo1re . I 
don t know how much i mportance you a· taoh to this. Certa in 
references t hey make t o other count ries . But I think Bell 
l~s r~d Hefflcf1n~er to take care of this thing. 

Dr. Fe1s: It might save soMe t ime in drafting the 
Pres~dent 1 s letter -- ~ould you want a fe~ of us to prepare 
a lett er for you ~Y t omorrow? 

~r . 011 ohant : I would like to ha.ve J·our roUGh 
thou.:;ht . 1 would U lte to li sten to you block i t out t he 
f1rst time. 

Hl\ ,Jr: To me t ':le letter is very simple. I would 
si mply say , ' President of the United States . Dear Si r: 
Aft er ~iv1n~ careful consi dera tion t o the offer of t he 
~un~arian Gover nment to settle t hei r debt , a s outlined in 
the A1Qe J.:emoire attached hereto , we feel that under the 
c:i:-cunstances t his is a fair offer and we r eoonmend that 
you accept it .' 

Now , you can r e f ine t~t ~n~ that ' s all I would 

sny . 
Dr. Feio : And make your oth~r explanation~ orally 

to t he Pr e:Jident . 
Hl! .Jr: Oh , yes~ Somethin~ al ong that l i ne and 

I a~ Mi llin~ to sign it . A~d t he President asked f or a 
Joint LJe:norandum from ~Jr. Hull and myself in ~r1ting . !low 
ne' o ent itled t o it a nd t hat ' s ~hY I do i t ana the rest-
·~e questions and answers -- a re orally. 

lli' . Bell: Not:1it>~ can be done on t hi s until YO~ 
nave your c:on!ercncea on the Hil l . The Sta~e Departoen 
car 1 t repl y t o t he Hungarian Government. 

HM Jr· No The President says to me , 'I want 
a Joint otatea1~nt f~om Ur. Hull o.nd you as t o whe t her or 

,..so 
~ " 
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not you recommend i t to me (the Pr esident) . And then 
I take it , the Presi dent will sit down and sa7 'I ac-' 
cept your recatllllendat1on and please take t he n~cessary 
steps to comply with the law by conoulting ~ith Congres s o 

or " hatever the l aw says, and 80 on. ' 

Dr. Fe1s: 
is probabl y leaving 
tr; i ng to expedite . 
·~nys . 

I t cores to me thc.e the Secretary, too , 
Friday , so that 1s another reason for 

He ' s going out to Des lloinea for three 

HM.Jr: Nc reason why this can' t be done thi s weelt . 

llr . Oliohant : Unless there is something special 
1n sooebody1 s mind , I don't think it necessary to put any
thine c ore in the letter. 

U.r . L1versey: You m1ght Rdd 1 and authorize the 
Secretary of the Treasury to reduce it t o ~ore definite 
te r ms with a vie•t to negotiat inc; it •·•i th t he Hungarian Gov-
ernment . 1 

H"' J:r: Read i t again , Uiss Chauncey , as you now 

have i t . 
Ur. Livesey: (After Usteninr. to t he reading ) ilake 

it 'Authorize the Secretary of t he Treasury to negotiate 
on this basi s ~he terms of a for~l agreement for suboission 

to t ne Congress.' 
HM,Jr : How does it read now, Miss ChAuncey? 

Miss Chauncey : "Af ter giving careful considerat i on 
to the offer of the Hungarian Government to se t t l e t hei r 
debt , as outlined in the Aide Uemoire attached her eto, we 
feel that under the circumstances this i s a fair of fe r and 
we recom:nend that you .. ccept i t and authori r;e the Secretary 
of the Treasury to negotiate on this basis t he t ~rms of a 
foroal agreement for submission to the Congress. 

HU ,J r: All r i ght , Miss Ch&nncey , 1 ! you will type 

that up . 
And· you people work on it and send me oqer some

t hing tomorro~ morning and I will sign 1t and get Ur. Hull 

to s1gn 1t . 
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Dr. Feis: I think i t ought to be on Treasury paoer 

We will t&ke it over and get t he Seoret ary ' a si gnature . · · 

Bef ore we sen~ it back , do you want ue to inquire 
i f the Secretary is prepared to go ahead. 

HU ,Jr: It that comes over signed I will take it 

that it meets With t he Secretary' s approvai. When that 

comes back -- and what I am t ell1ng Mcint yre (I am going t o 

take this chance) t hat llr. Hull end I are ready to co~e over 
at 2 o ' clock t omorrow. 

Dr. Feis: I may find that the Secretary i s going 

t o turn tables and befor e he commits himself to this thing 

he will ask for a Joint meeting with the Treasury. ' Can I 

have the Treasury over here to tel l me this is all right? ' 

I don ' t think he Wi ll. 

HM,J r : No . He talked to me . He said , ' Get to

gether with Feie , ' and although he did not say i t , the i m

plication was that he would take what you recommended. I 

could not bi nd you , but ~hat I got from hi s conversat i on 

because , my heavens ! he has been trying t o throw this on me 

now, for how long? 

Dr. Fe is : I don ' t anyti cipate any trouble. 

WU,Jr: I should say , in view of past histor y , i n 

trying to wish this on me , I think we have done a f ine Job. 

Dr. Feis : We wll put it bef ore Mr. Hull. 

ffi~.Jr: Will you do one t hing for me when you get 

back. Tell Butterworth I would l i ke hi m to write me a 

let ter, two copies , of Jus t nha: transpired over the week

end and his vari ous conversati ons with the British Treasury. 

Thnt was a ll on the telephone. I think you ought to have 

a record. I want it offioial. 

Mr. Bell: 
on Hungary' s debts , 
don ' t think you can 
that . 

I think we ought to have a memorandum 
all i ts ramifications, pre-war. I 
go before a Com~ttee in Congreas without 

oOo- oOo 
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............. ....-,c."--.,. 
T*~U!',.ftAft 

...... c. 

DEPARTMENT OF STATE 

WASHINGTON 

February 14, 1938 

Ky dear Kr. Secretary: 

I ban received your letter of February 10 and 

note tb&t you are giving the Hungarian Kinister•s Aide 

~moire on Hungary's relief debt most oaretul study and --
Will seek to disouss it With the President Within the 

nezt few days. I enolose as of possible interest a oopy 

of a m8111or&ndum prepared in this Department under date 

of February 8 on the Hungarian proposal . 

Sincerely yours, 

Enclosure: 
Copy of m8111orandum 

o:t February 8, 1938. 

The Honorable 

Henry Korgentb&u, Jr ·, 

Ssoretary of the Treasury . 
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IM,ou,M. tM ttnt n" ... au .. "" aa --•• 
"-.1 to &••tat 1.~ •t tM , ... ftl• of tM deM. Ia 

•An of tMM tUferlac MIM ... ot tM deta1&lte of, ... 

••-~•• la .. twat pe~fOPn''ll, ~·••• bal pal4 oa 

P'lMipal &Me~at 1." of tM ,_. .. pdaolpal ad • 

&atuon •naat, •W.CJ Rwlaala, 1.1~ of tM t hd 

prbolp&l .... o~ lntenet; IUl.J, aM\lt 1.~ ot tu 

1\Med p~loolpal. ad a'bcn&t .as~ latenet; 4•tna 3,H 

of tM f\1114e4 P'boipal; l:ll.lllpJJ 3 .8~ of \be t\m4e4 
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lloratnl•, -.r •lola u.e uter11t &114 pr1ao1pal 4\&1 alld 

pqallle c ... -.. 15, li!l , ad J\111• 15 , 1.e34 , "" p01.,_ 
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.... 11-r If, ~!.a, ~~ .-41 Uplf'&bh d\ll 111\U'II\ &t 

\lie nte of 4\t poz o.aa1a 11l twmr eq~ . .. 1-~1 ,..... 

..u oYU a perio4 of tea JIU'I Ncllllllai Jur 1, lt!S. 

011 D11•tMr 2 3 , 19 31, \lll ltuqsdaa OoYe..-t p

ola1M4 a , .. nl uaufn .oraton• a tteotlac J11.1-'• 

4111t aa teni&a oureMltl oa all --.utaa lo-c-\on 111M 

•n-••• a.&e"ld.MII ~lll• n\1141 -. tll'ntorr If 

...._..,. u ua ude ao ..,-a•t &ato 010 U.ltod Slat11 

bMnl7 • lta 1D41btlda' .. t.. t»t Ute •Ul Dlo..,. 
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UIY,MI. !M PdMlJ!al of ta.. •o-. IIU "M• roaud-, 

P~F-'• te n,eoe,110. ,.. tna1 s c ........ _, ._.. 

., ,_ ;wa..tpal 11M 1atenet oa tM 4ubt ••• wtalled ........... 

'8 ~ . 
~ " 

fte Pill IRl of $t ••• .11 noetored ~11ow u, lt!'l, 

- _.. ;au t to a ..u of ta.. a.&an• l.epUoa 

dated •••' 11, 1t3Y • tllllob oaate~~plated •••'-., ., 

PifUIRta ln ~t aaouat two= Doooabe~ 15, ltaY, to Juae 1&, 

lMO, '-l•l••· Tla1a ;ropoeal fo~ ;utl&l .., 1au 

an._ tile ""' flU pel'lod WU 1114e h OOMUOUOII wltla 

ur kl••••• _..nat• ta ltaY ..., tu ~NUC&n• a.. • ._, 

f• a ,_.al 1lqlll4&Uoa of tile tnaatn liOI&torl•· 

,.. HOUl\F ahwa ta tM debt ape~ of Mllf ae, 

11M ;...uat tllat tM olalta&Uoa of l!Wiplf ahall 'M •a 

ftnt ..._.. ..,_ all tM u"t• &ad ~n-• of a.cur•, 

pre'rlut, lllsnar, tMt all or llf' put of na a...ttr 

._, 11o telaued llr tu e.neta.rr of '"- fl....., to 

au;oata &R a ~ IIJWolor&ae '~' n .naUoa of a 

~- 1oea few ruaaatnnloa pa;n•· ~ "'= 

•••ntr tile aountur of ta.. ftut If "'• • • ., •• 

liM, ....u-ta tala U• ot Qe IIIIIJiiUl&a ttullaf ._. 

,._ ._ aauta .., ••-= at a .., ta ta.t •t ta.a 

n11111...uaa a-a n-• ta 1116. (fte uunri" ul .. u 

a1eo "'_...to reuat MllptioM of a.aur to J)ftaUk, ,....., 
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n.e l•p~ ..... la ... OlllJ penauat tiM lft\1-t 
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_.. • e:a ...-ecate for•Sca de"' of 01oo,ooo,ooo, ,.,. 

alftllll'*'"' ~ 1aU" .._nlatl wltll entlwn Ia 

.. utt_. .... ,n ... ..- .,....u.c 1ecs1 .., 
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H.L!.Jr: 
.;.ubrey 
tlilliamo: 

H.U .Jr: 

Yl ! 

'l . I.I .Jr: 

W: 

P .U.Jr: 

W: 

!:l.Ll. Jr: 

IT: 

H .l! .Jr: 

17: 

H.ll.Jr: 

Hello • 

Hello, llr . Secrete.ry. 

How are you7 

February 15, 19~8 . 
4:~5 p.m. 

I'm all right, air . Thank you, sir. 

288 

Aubrey, I got n report trom Ed Foley onth1e meeting 
that. took place at Ji~ Roosevelt' s office. 

Yes . Yes. 

Now what 1o the s t e tus ot that as of today? 

rlell the status 1B th1.e th.at JillllllY asked Ha.rrington 
and Baldwin of t he Resettlement t o get t oget her 
1'1guree wl t.h r eglll'de t o, f or exo.nple, a bloc It eu.m 
expenditUl·e, say of s even hundred and fifty million 
dollars, in a housing program and eee r.hat it r.oul~ 
do in the way of employing people, and Harrington 
was to also - s t.or.art l.lacdonal d was to s end over 
ty;o men to Harrington ' s office and they were t o 
have sometht ne r eady by r r1day afternoon at tour 
thirty~ 

I see. 

That 's - t hat ' s where the t hing st~nda now, as I 
understand it. He naked me and he asked Bsldr.in 
and ·he asked St ewart l.lacdonal d to neve some one in 
our shops sit ~own together and work out something 
t hat would in~1cate what could be done , what - give 
full partioularo tor a ceeti ng on Fr1eay afternoon 
&t four thirty. 

Well I've talked to him and I've t alked to Stewart 
uaodonald and Eooles , I think it' s a great mistake 
both from the standpoint of your of1'1ce and trom the 
standpoint of stewart J.lacdono.ld 's of1' i ce. I think 
it juet makes hie job impossible. I Just can 't -
it Just doesn ' t oake eonee to me, and -

Well, thi= thinS of oourae 1s - reallY comes almost 
as a pree1dent1al command. 

I understand. I just wanted to find 
I'm going to ~nlk to the president. 
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- 2 -

I - I th1nlt what I 1 m trying to do is "tO work out 
eo~eth1ng that will result i n a - some suggestions 
to the President tor aelt 11qu1dnt1ng kind o! work. 

I understand . 

Yes. 

Well I Just wanted to know how muoh - r.here tt etood. 

Yes, ~ell that's ~here it ie right now, 

All right. 

Goodbye. 

Thank you. 

O?odby e. 
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PLAIN 

London 

Dated February 15, 1938 

Rtc 1d 1 :10 p . m. 

Stcrttary of statE , 

washint;ton . 

RUSH 

130, Ftbruary 15, 6 p .m. 

FOR SECRETARY OF THE TREASURY FROM IDTTERVIOR'm 

I havt ttlEphontd thE ChancEllor of tht Exchtqurr ' s 

parliamtntary statEment to Cochran , 

As rEquEstEd by tEltphonE I am only cablinG thE 

last two EXtEmporanEous quEstions vthich WEre put to 

Simon in thE HousE of Commons this aftErnoon : 

Ur . GrenfEll of the Labor Party: "Is it not true 

to sa~ that whtn gold is bought up and sEgregatEd tither 

in part or in largE blocks as in the cast of America or 

our own country it must always have a deflationary effect 

or at ltast a limitation of thE txpansion of credit?" 

Btfort thE chancellor of thE ExchequEr could reply 

Llr . Graham ~n11tE of thE LibEral Party askEd "Art not 

thESE considErations covErEd by thE original TripartitE 

AGrEEmEnt?" 

Simon replied: "I thi.nk my original answEr really 

covered 
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- 2- /11':>0 , February 15, 6 p .m. t'rom London 

coverEd thESE points . Nothing that is hErE indicated 

is ~n7 sort of dEparturE from the TripartitE Agreement . 

The principle of that aGrEEment remains and it is rE

spEctEd I beli evE b:r thE different parties to it , We 

havE no intention whatever of departinG from it, Our 

methods arE not quit£ the same as other methods of 

attaininJ the sam£ rEsults and I do not concidtr because 

this $tp has bEEn tnkEn in the UnitEd StatEs it follows 

that we should take Exactly t h e sam£ form of stEp but 

,.,£ dEsirE to maintain a common position , " 

AlthouGh all thE London newspapers hav• carried an 

account of yesterday ' s announcEment and prEss confErence 

no editorials havE appEared 1n ~hE morning papers on this 

subject duE to thE tim£ Eltmcnt . However as of possiblE 

i nterest there is appended below thE rEport which ap

peared on thE t i cker this noon. 

"ConsidErablE interest has been aroused in thE City 

and on thE ContinEnt, b:r the announcement madE yesterday 

by Mr. J4orgcnthau, Secretacy of the Uni tEd States 

TrEasury concerninG t he chan;t that is to bE made in thE 

~old stErilization prournmme of thE UnitEd States . I n 

authorit ativE quarters in London thE opinion is held that 

this nEW policy of cEasinG to sterilize gold imports up 
to 
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- :5- 1/130, February 15, 6 p. m. from London 

to 80,000,000 pounds per annum is not to bE rtuardEd in 

an:r way as an inflationary (Jtsturt or as an introduction 

to any dtv~luation action. 

It is mtrtly a GEsturE on tht part of thE United 

States TrEasury to show its dtsirt to rtmovt thE dE

flationary brakes which havE bEEn applied during thE 

past few months . Any GOld that leavEs thE UnitEd Statts 

will co~£ out of thE sterilization account ; any gold 

that conEs into tht UnitEd States in excess of sums of 

over 100 ,000,000 dollars acquirEd in any quarter of a 

year will bE usEd to increase excess bank rEsErves" . 

Typical of thE City comment is that which appEared 

in thE EVENING STANDARD, 

11 Th£ l atest nEVIS from thE United StatEs indicates 

t hat thE Government there i s takinG ont morE stEp to taka 

off t:hE dtt'lationar:; brakes put on thE economic machinE 

last 7tar . " After reproducinG thE c~iquE as tclt

craphEd to mE thE article concludes: 

"This dEVElopment docs not mean that thE UnitEd 

statts GovErnmEnt is to pursue an inflationary policy, 

and should not justify any lack of confidEnCE in thE 

dollar ." 

JOHNSON 

i!PD 
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EDA 

Secretary of State 

Was!-..ington 

RUSH. 

245, Februarr 15, 9 p .m. 

FROL! COC::JRAN. 

GRAY 

PARIS 

Dated February ~sf 1938 

REOEiVEd 5:50 p .m. 

Referenc e Dc:;nrtmEntts 881 Ptbruary 14, 7 p. m. ot 

which I left copico when calling at Ministry of Pinanoc 

this afternoon. 

At 8 : 00 o'clock this evening French Ministry of 

Finance issued a communique t o t he press , Which Rueff 

::EJ.c:phoned to me , and of which folloWing is a 11 tcral 

tr;;.nslation: 

"The llinistcr of Finance bas taken cognizance of 

thE: sta ter.1mt of Mr . ldorgcnthau rElatiVE: to the partial 

attenuation of mt:asurcs for sterilization of geld in thE 

United States . He welcomes with pleasurE a decision which 

o.npt:ars to him consistent with thE spirit ot thE tri

partite agrc~cnt" . 

BULLITT 

Elm :NPL 

293 

Regraded Unclassified



TELEGRAU SEllT GRAY 

AME!.IDASSY 

LOllDON (ENGLAND) 

sa. 
FOil BU'"'TERWORTH. 

February 15, 1938 

6 p.m. 

Plcc.o£ omd ru:Ll nooount by mail of your oonvcrso.

tiona ovEr t~ WEEkEnd ~ith Britioh offioials regarding 

gold ot£rilizc.t1on matter for information of TrEooury 

and Sto.tE Dcpo.rtmEnto . 

EA : l.IF : L\1\7 

HULL 
llF 
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:?c:J:.:i Y!cton . 

:~o: . COCE"t:,N 

Gray 

Pi~'US 

Pcted Feb . 15, 1938 

RE M 6:20 !). n. 

<M1 

Lc.::t Ii'l'i dc.y • o r ecovery in t)'l..c frc.no hoa beEn rtverotd 

bq;innh1.:; \lit_'} \ltc.lclroo ~n L-?nc10:l r.c.rkct S::turdc.y and foll-

0\"IEC; by (.cclil'..ina rr.tc i n P:::!'io yco t crd·:; c.nd todc.y . French 

control :~.::J been :;i vin:; oc:::c o tr:·lin:; t n prevent t oe ah:.rp 

decline ~me'. otcrlincs r c. tc c c.J::E b.."'. c!c l c tc this evening t '> 

152 . 80 r.fttr rcc.chiJ16 92. l'l££lc- c:1d ope ccheo by Flanclin 

El'lp~. :::~.zin::; ocriouoneoo of French finc.ncial situntion and 

by ;! \".l:r.u . :.gain ur3ing crcc!i t and exchange control ;w.c\c 

b::·~ :!.:.: ::·~3 ·ten. Poooibili ty of :11: tallurgicc.l norkcro ot:•ik-

1n:5 i n .:o;.. .. ·l;!!El"n Fr!".nCE ~gc.in t!U"'t~ t tn:l . rli tb c.nnounc t tu:nt 

yeotc•t~.:.;; ',;!':'.t CrEdit Nc.ti<"nc.l lor.n hc.d been fully oub

ocribc(c l c.ot Friday and f c-r1::al J.y ol?ocd, runoro d cvclopccl 

ao t ) tt::'t:.:l of annthcr nell l oc.n c.rrJ r ente a declined. 

i .t ·ir.i:Jtry of FinC'.ncc t~o c.fterno"n RuEff t old nc 

t~t :bhr ncn l :>:::n t " bE opened t "C~'jrr "' nill o~noiot of 

c. t C't c.l r.f 3 1 000, 0001 000 frC'.nco runnin,; 
.Uh . 

t o bE iocucd :-. t 94 c.nd bE :-.r ~ intereot~ 

Str.tc::cnt <•f Scortt:-.r y · f tl?£ '!tcaoury on 3old atcril• 

izntl.con nc o ::-eport ed nocur:-.tEly in /.OC:NC ".: !::CCMOirrc thio 

cnrniDG 
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Cfl - - 2- - 2¥. fr ... Pnrio 

nrrni~ t::!!c:! :.130 c ::rried c :r,£nt thereon by J!eosr:J 

Th-:~u:c 1 ·~c-.ulo:in ~nd Fioh1 r.n(. our.u:-.c. rico of re=.r lco of NE\1 

')'t)rlt obo r.~·v;:::o ::nf. the JOtmN/L OF CO!.DIERC!: . Po.pcra ouch co 

L~ !!i.TI1:!1 ~·:·.0IT p:_\ISILN c.n~1 ; /.niS l:IDI corry tclcgrn:>hic 

ou: t \" r y c-r :-.nnruncc1:tcnt ni th" \\t c01:t·1cnt . 

L 1I' -:'C.:~U.TrC•' •f thio ev eninG c::rrico ~ tclcgrnn f:rotl 

E('.i£ c'.::Jc.-i';)ing the <'.ccioi r n tc!ten by th£ Trccoury. The 

f1n::nc:'.c1 o~ct tll£n provi~eo :: :n.u.u::::ry r f the ::ction tc!ccn 

o,., f,:r by t:1c ::t'::iniotrntion in connccticn u ith g· lcl :J ter11-

izc ti•.n :-.:;<' c · ::::.en to t he. t t he Treo.aury n '> l onger fc::ro f or 

the tir.IE ;;, r.in;!; ::not her :;olt'. inv:-.:J i cn c.nd tl'r. t 1 t io no lon~cr 

r.fr r.:i.t1 cf c. t eo cr-.oy r•oncy Ji t\\c.tion . Thcr cf~r c 1 t boo adcptcc1 

ito 3r•l :'. :>Olicy to the nell c onC'.iti ons . The nC\ttcr hr.:J nott~bly 

c. o•- ·b·~lic oi:;nificc.ncc 1 tl:>.io pc pcr obs crvc a. It oc-noidcro 

t". t •.;· E ?rc:; i •'.cnt docs n ot intend t <' r.t t c::tpt t o otiJ:Julc t £ 

ccr"l :::- ':ly '.'E:Jtrioti <'n:J but c. t the o::ne tine the vi£\1 io 

nut f~·ur.:·<. t:::.-. t "no <'. ioor <'.erly inflc tion" 13 t n be fco.rcd . 

It io !'. intc:. ~-ut th::t the <'.ecioion bc.o been nEll r eceived 

in J::crioC'-~ e>rtr.oC.m: c.nd c rnocrvc. tivc quc.rtero nhich ott in 

it C'. I:!CC'.o ur£<.1 cctir n . It CI'DCl\'J'.E:l th~.t n!~. t thEy c.doirt 

h ere in :!':~c.nct i l'. t ll£ c.ttituc!c •'f Preoidtnt Rr1acvclt io 

t he v croc. tc.li t'J ·,:1 t :1 r1l~:tch he C'.~.c.pto h1o~c lf t o cirCUJ:l-

ot c.nCE:l o 

. -:.: I I T'r 
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