
11r. Bewle7 came 1n to eee t.Ae lecret.ll1"7. ~e tlret. re­

aarlt• were aa4e 'to' t.he Beont.al"1 1lbo .Ud t.o llr. lewlq: 

'I want t o talk t.o JOil et.ra18}lt. troa t.he lhoulder and not. 

41pl01Ut1oal.lJ. ~e e1t.uat.1on 1e eo or1t.1oal t.hat. 1t w 

u1e the uw.al. d1pl011at.1o proce41.1.re w IM1 han a .. u-up 
111 Europe. On t.he eurtace people eeea tar aore ner.oue 

thaD the e1tuat.1on •••• t.o Juet.1t)', but t.hQ' are Tel"J 

nervous and1 ot oouree, t.hle l'rench etrl.ke 1e get.t.l.n& Tel"J 

auah woree. 

llr. Btwlq 1nqu1..red, 111hat. people 4o JOil aean part.1ou­

larl.171 IDI,Jr. anewred, 1!he t1Jia.nc1al people aU onr 

the world - t.he haade ot t.he bl.g banke. I han not. had 

t1ae t.o prepare a nl"J beaut.1tlll et.at.eaent. 1A anewr t.o 

;youre and to learn 1t. 'to' heart, but I 4o know what. t.Ae 

e1tuat.1on 1e and I t.h1nlt I apprec1at.e pel11ape ae 1111oh ae 

a117bo4J elee 1Jl t.Ae count.l"J t.he eertouaneee ot 1t., not. eo 

auah t.o ue because what.enr l'rence 4oee w are prettJ 1111oh 

itolated and 1neulat.ed and I .. not. look1Ag at. 1t. troa a 

eelt1eh rtewpc1nt, but I 4o loclt at 1t. ae t.he p8Jcholog1oal 

t1ae. 1 

lq 

Contim•tng, BK,Jr. t.old llr. BewleJ, 1 ihat I han 1n 

a1nd 11 th1e - t.he atateaent. which JOU gan ae, I can oaU 

1t "Out.Untng :rour nacal PolloJ. I I can .., thie, t.hat. 

a&king the aaae he4gee aa JOU people han 4one ae t.o poee1ble 

deflation, w are not tar apart at. all. I cannot JUke a Ttl"J 

beautiful apeech, I •getn repeat, becauae I han not had t.Ae 

t1ae, blt I can t.ell JOu t.hat ueing t.he eaae he4g .. u JOU 

hue n are ta1rl1 well eat.1et1ed nth our pr1oe lnel wh1oh 

hae been prett.J etead1 and wh1oh gete down t.o t.h1e point.. 

"I haTe Just. had t.elephone 1ntoraat.1on t.hat t.he French 

hue adTanced t.he1r progrea and will tora t.he1r Oabl.net 

t.onight and go before Parl1aaent. on 8at.urda7 tor approftl. 

lhen the1 tora th1e GoTel'Dilent., t.he bl.gg .. t. t.h1ns that. t.he1 

hue 1'ao1ng t.hea 1e wbat are t.hq going t.o 4o with t.he trano 

and 1t t.he French oould know that. JOur Gon:n.ant. and our 

Gonl'lllle.nt. would be wllllll& t.o elt ~ and ••• thea 4eftlue 

between 20 and ~ and t.hat. w would not. t.l"J t.o 8Q unc!er 

thea, tht1 would t.Aen haTe the ueuranoe t.hat. tht7 oould 

tate th1e JWip troa t.he sprtnaboard and would land on eoUd 
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SfOUDd and theJ met be reall7 1n a de1perate altuat1on beoauae 

they do not know 'llhat to 4o and what Jour Oonrnaent w1ll 4o aat 

wMt we w1ll do. • BewleJ then laid, 'I •• wondez1..Da 1t our 

people han dU ouaaed 1t w1th th• at all. • 

flle Secretary inquired ot Jlr. BewleJ, 'In the t1rat place, 

do JOU t eel you can e&J - aa our alQ)raea1on goea -- •ott the 

record1 mather you agree w1th ae 1n ~p1r1t aa tar •• I haTe 

sone, without coaa1tt1ng JOur Oonrnaent, that wbat I u 

eay1n8 11 'horae aenae1 • • BewleJ repl1ed, 1 I oan C!'rtatnlJ 

la1 that •• 

Bll,Jr. oont1nued, and aa1d, 1 I ou cue 1n hera w1th a Yery 

1~~portant nrbal statement, I oo.e beolt and tell JOU that 

u tar ae we can aee, we are l oolt1ng at th11 thing al1.ka, 

I can aleo tell you that JOur OoYernment, each daJ, 11 .ap­

port1n8 the tranc aore reluotantlJ. We ttgure that JOU han 

15oo,ooo,ooo worth ot gold eai'IU11ted 1n the s.nx ot J'ranoe 

with a po881ble 110b r1a1ng and you cannot ahow you are atra1d 

and 181 JOU are going t o take 1t out, becauae that would be 

putt1ns a aatch to 1t. 

11hat I u lea ding up t o 11 th1a: I han the author1t7 

to talk. I th1nk 1t aay be t he right aoment 1t we could 

tell the French, 1n th1a rooa, 'llhat Jou han t old ae or 1t 

you could get perm1ea1on t o tell the French r1ght here that 

t hh 11 the aeuage I han brought to llr. lforgenthau and I 

want t o repeat 1t to JOu. And I can turn to the French 

and e13, •we look at th1e thing al1.ke.' It t he French 

would want t o announce a t1xed deYaluat1on oYer the week-end 

then 1t we could do th1e thing all at one t1aei I a81 be 

prepared t o &81 to Jour Qoyernaent that we w1l earaarlt 

sold for J OU h ere. !he pound 11 now up to 5,0:5-7/8. flle 

onlJ W8J to atop the pound tro• r1e1ng 11 t o bu1 gold 1n 

t he United Statu. I aay be rebutted. 1 Bewley 1 1 co•ent 

wu, 'I do DOt know what ., Oonrnaent baa been 1&71.llg to 

the J'rench, • HII,Jr. then stated, "I could DOt 1&1 aD1th1nS 

t o the J'rench without Jour pal'll1ae1on, and ~d DOt. Oil 

the other hand, up to DOw we haYI worked Yery cloael7 w1th 

the French. I aee the poaa1b1l1t7 that 118 111&)lt aooa.pl1ah 

what enrybo4J wanta t o aocoapllah. !hie 1e tha 'horae 

unee, 1 aena1ble t.htng t o do and JOU oan onl7 do 1t 1t the 

three OoYernaenta aoYe a1allltantoual7 and the thinS a&J be 

aocoaplllhed right here 1n th1a rooa, and look1.Dg at 1t 

troa 1ou.r at.andpo1nt, 'llbat 118 want to get out ot 1t, 'llbat 

the aeltieh aot1Ye ot the Un1 ted State a ( 1.t 7011 WDt to 
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call it. that.) h that t hh wil.l lriDS about general world 

8tab111tat1on ot ourrenoin and out of it w w1l.l set our 

eJiare of 'llh&t. the world 1 1 1Doreaae of tn.de h. I do DOt 

nan feel that we will han t o draw up Wl"ltten papen or 

aeaorand1111a, but we want the a81UraAoe8 aa t o 'llh&t extent 

t he 1renoh will dnalue, end Great Britain and the Un1te4 

States will, 1D turn, giTe France aaauranoea that we will 

not try to go below th•. 1 Bewl8J' 1DQu1red, 1 Do you th1Dit 

1t will be aoaewhere between 20 and ~T1 and Hll,Jr. re­

plied, 1 That ia the highest I haTe heard. 1 Bewlq than 

asked, "Do you 1Dte10pret that that would be reuonabl.ef1 

Mr. llorgenthau then eaid, "Your Gonl'DIIent. 11 1D a 

nry eaberraea1Dg poe1t1on. You aade th1a GO-day lou 

t o the French and you cannot get out of it. 1 Lochhead 

interrupted to eay, 1 'f'h11 -• DOt a Br1thh Gonl'DIIent lou 

but a aynd1oate of Br1tilh banks and fi:n111. 1 Hll,Jr. re­

marked, 1 Btlt it I a all tied in together. • And Lochhead 

added, 1 An3 loan of this nature au at be 11ade with the eano­

tion ot t he Bntiah Gonrnment. • 

Addreaeing llr. Bewle,y again, the Seoretar,y eaid1 'I 

thi.nk th1e 1B a t.1Jie we oan do eomething it n can De au.t­

t1oiently intell igent and o1T1lited t.o act.. • Bewley 

asked, 'Do you th1.nlt the t1ae when the new Gonnuaent will 

be to:n.ed will be Saturd.ay?' And Hll,Jr. annered, 'Yee. 

I lhould think between DOw and Saturday we lhould all set 

together. I wUl not 111 a word t o t he J'renoh until I 

hear fl'OII your GoYel'DIIent. Do you want. to aak .. anyth1Dgf 1 

Bewley replied, '!'he onl7 po1Dt I do ant to aake il th1e: 

it. aeeaa 1apoaaibl.e t or ue to han aade th11 loan to the 

rrenoh without haTing talked to th• and d180\tl!lled our pollcy. 1 

HII,Jr. 1 • c~ent R8, 'Let'• 111 you haTe and t he new Gonm­

aent that 11 ooa1Dg 1D oerta1Dl1 could DOt u.te aD7 proa1ae8 

to the Bntilh that they would DOt put an •barso on sold. 

11th th1a r1a1Dg and auddenl1 1Doreu1Dg atru:a, you could 

not. set your sold out, it you waD ted. • 

llr. Bewley then aakad the 1eoretaJ7 the tollowi~~g: 'Ran 

You aD1 1Ato:naat1on that it we both did 111 thie to the 

rrenoh, they would be w1l.l1DS to 4o th1811 IIII,Jr. anawered, 

"I 4o DOt wont u.te that. I would tell you it I mew &D7-

th1Dg. !'he onl3 th1Dg I 4o i8 to get 1Ato:naat1on tbat they 

•olunteer.. I han not trle4 to teel th• out. You are the 

firet penon I han tallted to outdde ot oar o• ao~t. 
1 

Bewley then atate4, •I w1.11 be 'ftl'7 ala4 to put tll.18 before 

II l () 
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rq Oonl'llllent. llpeettng peraoDall1, I th1DJt lt ae-. a­

tremoll aound. • 

'l'he Seoretal'1' • next ltateaent na, •I u t•l tt 'IS wlt.ll 

tull authorlt;r tro. t.lle Prea14ent to lUke t.h11 auaenlOA. 

011 A t.blDg llke thla, elt.ller da1 or lllght do not held.tate 

to han the !rta11U'7 oall .. at hae. !he '1'111'1 taot t.llat 

t.llt1 are ao nenoua wltboat there be1DS a Ylalble reaeOA 

t or tt. lnoreaaee 1Q' nenauae11. It •• a etwtlar a1tuat10A 

t.llat. et.art.ecl the IIIU"'h 1D Bolle. !he Hltler altuatlon •• 

Juat. 11.1te t.hla. 

1Ino1dentU11, • the 8eoretal'1 added, •here 11 IQ' preee 

roloaeo on the Oezwan oountel'ftlllDg dut.lee and t.hla alao 

11 ta1rly lllportant. • llr. Btwle;r thanked h1a and 1&14, 

'J"; ;rea. I asree. • Oont.tm•tng, llll,Jr. aa14, •a• 
the .lt.t.orne;r General ll1 Yel out h11 fol'llal oplDlon, fqlor 

wW g1 n ;rou a oop;r. r 'fhla oonoluded the aeetlng. 

ooo-ooo 

After Bewl...,'• departure, the 8eoretal'1 renend W'lth 

llr. Ollphant the oonYeraatlon wlth Bewle;r an4 uked llr. 

Ol1phant t o prepare t he legal doCUMntl 'llhloh ld.ght be 

needed 1D the nent 'Cr!glend -areed t o so tllrouSll wlth the 

Soorot.ar.r•• 81l&Seat1on. 

oOo-oOo 

Bll,Jr. uked Lochhead to arrange nth the OUatou 

Bureau t o aand the fre&IIU'7 deo1110A on oounterfttltas 

dut.lea t o the ooniiUl.ar ottloee 1D LcDdon, Parle, Berun, 

Bbenshet and lobe, wlt.ll the requeet tbat the;r ..U the 

deo1110A aYaUable to the .. baellea at tholt po1Dte. He 

aleo wnted the ••np•t ottloe t o 61'1'11 a 00117 to llaolt. 
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Blljr : 

c: 
lf,ljr: 

C: 

!illjr : 

C: 

lllljr : 

C: 

Go ahead . 

Hello - hello -

Hello, Mr . Yorgenthau 

Thursd., 
June 4. 1936 

What news have you got? Wh11.t ' s new? 

I tried to see this man 

Yes 
Wil l not b~ available until tomorrow . 

I see. 
I 'D t o be in touch with their Chef de Cabinet, that ' s 
the Chief of his office 

Yes 
- at quarter past eleven t omorrow morning . 

Yes 
See, they were just going - they were just getting 
together the Cabinet when you phoned . 

I see . llliJr : 
C: And I couldn' t find them any place. They said that 

they were between t he Chamber of Deputies and the 
palace, going back and forth . 

!!)Jr : 

C: 

Blljr : 

C: 

HIIJr: 

C: 

lllljr : 

C: 

I see . 
You see t be one government resigned between tour and 
five. 

Oh yes 
Then they were presentJng the others you see immedi ately 
af terwards . 

Yes 
And so I tried through several friends to get 1n 
touch but I Just coul dn ' t do it . 

All r i ght. 
But I'm to get 1n touch .rith people of his office at 
eleven. You see the t11rnover takes place 1n the 
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..JJr: 

c: 
HJijr : 

c: 
lllljr: 

c: 
E".IJr : 

C: 

l!:ljr: 

C: 

l!lljr: 

C: 

Hlljr : 

C: 

l!llj r : 

C: 

-2-

Trel sury tooorrow at eleven. 

,.ell , just as soon as you've t alked to h1a put 1n 
a call for me. 

Beg pardon? 

As soon a s you've talked to him telephone me. 

All right . 

Will you? 

Fine 

All right. 

1•1: get him just as soon as I possibly can. 

Yes, and then you telephone me . 

Then 1' 11 put in a call to you. 

o. l{, 

That ' s right. 

Goodbye. 

All right , sir. 

Goodbye . 

Good night. 

\\fh 
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' Frida:y 
June S, 19)6 

operator : llr . Cochran - go ahead. 

IDIJr : Hello 
H. II. cochran: Hello, llr. llorgenthau 

Hlljr : Yes , Cochran 

c: Hello? 

Blljr : Yes, I hear you. · 

c: I saw our friend out at the bank at six o 'clock. 

H!!jr: Yes 

C: 

Blljr : 

C: 

Hlljr: 

C: 

Hlljr : 

C: 

Hlljr: 

C: 

Be said that - be had asked 

Bad what? 

Only to indicate 

Yes 

only to indicate -

That is without any commitment or without any written 
promise whatever that if there should develop some 
hitch, that is through disturbances here - or 
to lack of , that is - if t he local banks 
would not be able to t ake care of this s ituation -

Yes 

Because of such an e~ergency then the Federal could 
1n such emergency borrow available r esource t hrough 
the Bank of France against gold earmarked here by the 
bank for shipment on the fir st available steamer. 

Well , bow much does he want? 

He said that 
a big amount . 

Hlljr: How much? 

C: 

Hlljr: 

C: 

He s aid that -
the big 

amount ll.ke last year. 

Yes he doesn't want as big an uount? 

A transactio~ which would probabl:y be perhaps twenty 
aillion dollars . 
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..:&Jr: 

c: 
BlUr : 

c: 
BJijr : 

c: 
BJijr: 

C: 

HIIJr; 

C: 

HIIJr : 

C: 

-2-

-rwenty aillion? 

Yes 

He ' d be satisfied with twenty aillion? 

Beg pardon? 

Twenty million? 

Yes 

Over the weekend? 

No, he said for longer thii.D that . 

Yes 

A few days . 

How II&DY days? 

The next few days . 

I!IIJr : I so e . VI ell now does he make any special offers? 

C: 

liliJr : 

c: 

lllljr : 

C: 

!!l.lj r : 

C: 

Hlljr : 

C: 

l!llJr: 

I asked him, I said, 1Is t he situation like it was 
last year •? . I said, •What if an embargo comes?' 
And he said, well he didn ' t think an embargo would 
come but if i t should come he was absolutely sure 
that gold earmarked for a foreign Treasury or Central 
Bank would D?t be subject thereto. 

Yes 
And I asked him confidentially how wch our friends 
across the Channel were holding under earmark here. 

Yes 

What ' s that? 

l:iow much? 
Twelve billion francs - that's eight hundr ed and 
sixty million dollar s about. 

No 

That ' s the highest it's ever been I think· 

Twelve billion francs? 
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c: 

l!liJr: 

c: 
!NJr : 

C: 

FJI!r : 

C: 

HliJr : 

C: 

EliJr : 

C: 

IIIIJr : 

C: 

C: 

!rljr : 

C: 

IIIIJr : 

C: 

Hiljr : 

C: 

lllljr: 

-.3-

twelve billion francs held here for thea under ear­
e&rk . 

Yes 
And no guarantee other thBn what we would have. 

Yes 

With the promise that it wouldn' t be connected 
with an embargo --

!low nll he wants is twenty million dollars? 

Be thinks he would r ather not fix it . 

Be doesn 't want t o fix the uount? 

No, but he s a id that he thought that would be the 
max1mull. Be didn't think anything 110uld be required -

Yes 
- but he does went us to do that if the emergency 
should ar ise -

Yes 

- to have some r eserve to fall back on . 

All right . Well now you can t ell him that he can 
have up to t wenty-five million. 

Op to twenty-five? 

Ar d I ' l l have t he Federal work out the details r i ght 
away. 

I see . He said that you didn't need to wire him 
anything. 

Vlhat •s that? 
He said he didn ' t need any written statement whatever. 

Well, you can tell him. 

He says t hat if I can siaply tell him that you approve 
of the - of such an operation , that will be enough 
to h 1s lll1nd • 

Well, you can tel l hia that I do . 
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" : 

J . r : 

c: 
~jr : 

c: 
;llljr: 

C: 

!!lf jr : 

C: 

lllljr : 

C: 

B!Jjr: 

C: 

ffiljr : 

C: 

'ljr : 

C: 

-4-

And up t o tsenty- five mil l i on? 

Yes 

All right . 

Yes 

And t hen we can come t o that l ater . 

Whnt •s t hat? 

I mean t his i s the only t hing for the pr esent . It 
t he situation gets wor se then we can take it up again. 

All right , this i s just for hi~ t o fall back on so 
he c11n sleep? 

Yes 

So he can sleep well. 

That ' s right . 

Yes 
And he a lso mentioned that he i s alr eady shipping t o 
the United St ates and has on the water now about t welve 
billion dollars of gold for the account of his own 
bank. 

Yes 
I t i s tendi ng t o build up deposi ts under earmark with 
the Federal . 

I get you . 

So if there should be soae emer gency this -
al so . 

resul ting 

ll!.!Jr : Wel l , t hat • s a very good move . 

C: 

Hlljr : 

C: 

Yes -

Yes 

I said , •Wel l I hope you continue 1t ' • 

He said1 _ •I can . 
five miu. i on 1 • 

, 

We want t o buil d it up to twenty-

lllAjr : Yes. 
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c: 
He said that it has been t~rd t o r e 
some time the favor of such -

ntJr: How much does he want to build it up to? 

c: At least t wenty-five milli on. 

HJIJ r: How much? 

C: Hello? 

riJij r: How much? 

c: At least t wenty-five million. 

for 

Ojr : Twenty - five cdll.ion, I see . Well, that ' s all right . 
!low - well, that ' s that. Hello? 

C: Yes - well, I 1ll tell him this evening. 

EliJr : You 111 do what? 

C: I shall tell him this evening that - that you 0 . K. 
that idea . 

Hlljr : Yes - end you might be interested that the allotments 
on our bonds were fourteen per cent. 

C: Is that so? 

C'!Jr : And on the notes fifteen per cent . 

C: Fourteen on bonds - notes fifteen per cent? 

E!lJ r: That • s rigbt - on the allotments on t his - for the 
cash offering. 

C: 

HliJr : 

C: 

Hlljr : 

C: 

Ul&Jr: 

C: 

liliJr: 

Yes , yes 
And t he conversions were ninety-seven per cent. 

Already? 

Well , it 1 s finished . 

I t ' s f inished now, conversion ninety- seven? 

Ninety-seven per cent 

Ninety- seven per cent - congr atulations , that 
1 
s fine. 

-of the people converted. It ' s- it ' s the best issue, 
I aean it's the greatest success we've ever had. 
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JiJJr : 

C: 

Blljr : 

-6-

Tb~t•s wonderful . 

llinety-seven per cent cor.versions and on the cash the 
bonds were fourteen per cent and the notes fifteen 
per cent . 

~es , yes - we used t o figure eighty per cent con­
verted was normal, didn't we? 

~es , well that was under llr. llellon. 

c: ~es (Laughs) well, t ninrs have changed. 

'"lljr : ~es (Laughs) all right. 

C: Well , let me tell you just one more thing . 

t.lljr : Please 

C: On t he market today dollar sales totaled about twenty 
million. 

Plljr : Twenty million? 

C: ~es 

!IIJr : ~es 

C: - done by the British control. 

Blljr : Twenty mHlion by the British control? 

C: They bought so2e francs , then they sold them again 
this afternoon because sterling - on account or 

li:ljr : 

C: 

HIIJr : 

C: 

'"'AJr: 

C: 

sales £rom New York. 

T;ell now, bow do you explain that? 

Well, certainly it sailed from New York . On the other 
hand I beard that London was buying dollars- or put 
it either way you want, I don 't know which to say. 

Yes - wait a minute, just wait a minute -
(Spoken to Mr . Lochhead: You understand that?) 
Lochhead thinks that aust be just a teaporary hourl)' 
adjustment. 

Yes, it mB)' have been. 

Yes 
But anyway that was the peak or the de)' , that the 
British control sold absolutel7 no gold UDtil today • 
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liliJr : 

c: 
l!liJr : 

C: 

!llljr : 

C: 

-7-

Yes - and I haven't got your cable yet . 

The one I sent this aorning? 

No 
they were working on it at one-thirty-

Yes 

- when I was talking wi th you I gave it to thea at 
once. 

lillj r : Yes 

c: I •ve sent one more since then. 

!llljr: VI ell, we may get that tooorrow. 

C: So -

Hlljr : Yes 

C: And at noon today I - after I talked with you I 
talked with and Chen. 

Hlljr : Yes 

C: And this taller one or the two, the younger one, 
is not air-minded. 

!lliJr : Oh -

C: And so I think they ' re going ahead by oenoa. 

HliJr: Oh, well that ' s too bad . 

C: 

Hlljr : 

C: 

Hllj r : 

C: 

Hlljr : 

C: 

Well anyway 
said that be would probably 

go the other way . 

Who CheN? 

- as early as possible. 

Chen? 

Beg pardon? 

Bow will Chen go? 

Nicholson wants to go as sooD as Chen. 
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Jjr: 

c: 

l!lljr : 

C: 

l!lljr : 

c: 
UIJr : 

C: 

Jl:,ljr : 

C: 

Hllj r : 

C: 

Hllj r : 

C: 

iilljr : 

C: 

ll:ljr : 

C: 

- 8-

Yes , he'd better go on and get back there, tell Ilia. 

Tbat 1 s what he wants to do and t hen 1t 1 s better to 
go by boat -

Yes , that's right. 

They have their passage and they don ' t want to have 
to walt in Vlad1vostok. 

Well , tell Nicholson to gn back the quickest way and 
never mind the expense. 

All right. 

Tell 111cholson to go the quickest way and never mind 
the expense. 

All right . 

See? 

Yes 

Is that al.l right? 

Yes 
You tell him, I mean, he oan go o.nd we can pay ror it 
out of a special fund, see? 

All right. 
Tell b1m to get back the quickest way he can. 

Fine 

All right. 
They don't think the situation is as bad as you bad 

beard. 

C: I mean, they have tal.ked with their EIDbassy here and 
I asked 'iia1 t and tlicholson to fix up a thia 

lllljr: Well, they don ' t know. 

afternoon. 
ll!.ljr : Oood, good - well they Just don't Jmow or el se th.,Y -

at Basel 
C: Yes - anyway there' s a aeet1nc or 

on Sunday. 

Regraded Unclassified 



-9-

Yes 
And I think I'll go dom Sunday morning - I'd be 
back here Tuesday morning - I 111 be away Just one 
day . 

llow, you ' d better be in Paris lionday . 

But I miss the meet ing i f I am. 

li.lljr : Y.'hat? 
c: I say I miss Basel if I 1m here • 

.JJr : \\'ell -
C: Do you think there ' ll be anything Llonday? 

Hlljr : .. ell, I .rant you where I can get you . What ' s doing 
1n Basel? 

C: That ' s the monthly meeting of the Directors . Tannery 
will be down there, Gorman, Schacht and all t he r est. 

Hllj r : \'/ell then, you 'd better go . - But leave y;ord where 
I can get you by phone . 

C: You can get me at the Hotel Schweitzer hof, -

li:ljr : Schwei tzerhoC? 

C: J t Basel all day Sunday -

lllljr: Yes 

C: - all day Monday -

H:ljr : Yes 
C: up unti l eleven o ' clock that night. 

Hlljr: I see . All right . 

C: 

Hlljr : 

C: 

hAjr: 

C: 

I'll be back here at s even o' clock in the morntng. 

Now
1 

has there been any comment on our countervailinC 
dutus? 

I haven' t seen any yet. 

You baven1 t ? 
The aatn reason i s there were only three newspaper• 
publi shed here today. 
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c: 

liJijr : 

C: 

HJIJr : 

C: 

HJijr: 

C: 

!!lljr : 

C: 

l:r..l jr : 

C: 

!llljr : 

C: 

~jr : 

C: 

-lo-

Oh - did Wait show you a copy o r it? 

I have the broadcast statement which came through 
our private 

Well, I sent Wait a special cable on that . 

Vlell, I 111 get a copy from him then. 

He has the rull cable, \Ia 1 t . 

Well, I 1 11 get it from him. 

I'd be very much interested in what the reaction is 
at Basel. 
nell , I 11 1 see our friend the Doctor down there . 

o. i( . 

And t hen I •11 go ahead and tomorrow night I 
1
11 try 

ond get a wixe off t o you after Blum delivers his 
speech to the Parliament. 

All right. 

And then I'll go on Sunday morning . 

0 . K. 

Fine 

Goodbye. 

Goodnight. 
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June 4, }.g:58 

Just before press conference today, the secretary 
called the Attorney General and sa1d, 1 I am having a press 
conterenoe ~n a few minutes and I have your very excellent 
op1n~on on countervail1ns dut1es on my desk. Is 1t agree­
abl e t o you, when answering quest1ons of the men, to say 
that oop1eB ot th16 op1n1on w1ll be aa~e ava1lable by the 
Attorney General? ' The Attorney General repl1ed that he 
would be very glad to make it ava1lable. 
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llr . Lochheud and Krs. Klotz were wi t h the Secret&ry 
j us t &fter he urrived at the ofitice this morning . He ex­
pressed his thought s to them us f ollows: 

'The Europeun sitUbtion is getting clearer and cleurer 
to me . There is such 11 thing as being too slow und mi ss­
ing one ' s opportunity. The time the British need us is 
when sterling goes up a cent u duy and the time that the 
trer.ch need us is when they &re muking up their mind to 
dPV&lue . 

120 

•I n view of the f act that the President is so busy 
&nd I cun1 t get to him, I will cull him i n a little while 
and wunt t o get his permission to send for Bewley and say 
to him, •Telephone your uovernment and ask them if I cun 
send for the French and have & meeting here and have you 
tel l them what you told me the other duy . 1 I want to 
tell Bewley that the time has come when the three countr ies 
c&n move together . If t he rreuch know that when t hey J ump 
off u springboard they will l<.nd on sol.Ld grow1d , it mlikes 
&ll the difference in the world . The quicker Bl um knows 
how we feel , the bett er . 

It muy be too lute if we wait over the week-end und 
I feel th~t I wunt to send for Bewley this morning . 

oOo-oOo 

HK, Jr . culled the President . He suid , This Europe~n 
s1tuut1on is getting ste&dily worse . The f ranc 1s . 065af 
&nd the pound , 5 . 03t . I t is up f r om 5. 01 yest erday . I 
would like to have your permission, i f you t hink it i s 
sound , to send f or Bewley. When I saw Bewley yesterday 
he asked i f i t wer e possible for the »ri t i sh to get gold 
her e . Wy unswer wus t hat it wus . I cunnot work i n this 
roundabout pol1t i cul way. I want t o tell him t hat we have 
been close friends with t he Fr ench and t hat I want to send 
for them ~>nd either alone or i n Bewl ey' s presence tell the 
French what Bewl ey t old me und give t hem the a s surance t hat 
unless somet hing unfor eseen happens thut Greut Britain and 
the United St&t es would not devulue furt her if t he 1-rench 
dev&lued ~0 t o ~5~ . I f I can do t ha t now and get t hat to 
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Blum over the ~eek-end , be might be able to SkYe h1a 
country. To sit here until the cathstropbe blows up 
ir• ou.r fuce, I think 1s stupid . 1 

The President thought very well of BK,J r 1 s ide" and 
Sbid, It would tide them over for the next five or siX 
d~ys , • to which Mr. Korgenthuu replied, "Qh, DQI Mr. Pres­
ideut . It might help them permanently •11 

BK, Jr. also said to the President, "On the tax bill, 
af ter i t passes the Senate and before our boys talk to 
t he conferees , I would like to bring them over to have a 
talk wi t h you first . " The President said he would be 
very glbd t o see them. 

121 
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The following group were present at the 9: 30 meeting 
1n secretary J.torgenthau 1 s office this UJOrning : 

Mr . Daniel W. Bell 
Mr . Herbert Gaston 
Mr. St ephen B. Gibbons 
Mr . George C. Baas 
Mr . Guy T. Helvering 
Ur . A. S. l.lcLeod 
Mr . William H. McReynolds 
Mr . Herman Oliphant 
J.liss Josephine Roche 
Mr . Lawrence H. Seltzer 
Mr . wayne c . Taylor 

Yr . Bell : I have a problem in New York. Vfuen we 
took over the account ing from the WPA we reduced the force by 
about 400 employees . Now we have been studying the disbursing 
set up and we can r educe again by 100 people . We are prepared 
to go through with that but it has political consequences. 
New York Congressmen will be on your neck. 

Mr . Morgenthau: You don ' t need the 100 people? 

Ur . Bell : No . 

Mr . Uorgentbau : Well let them go then. 

~~ . Bell: O.K. we will go ahead then. I just wanted 
you to know about it. 

Yr . l.lcReynolds : You have to keep the ones left to do 
the work? 

Mr . Bell: Yes . 
Mr . !Aorgenthau: \'lhy i s it increasing so r apidly? 

Mr, Bell: We are consolidating - we have bad so many 
payment3 scattered throughout the city . 

~· licReynolds : 
first too it over . 

You cut the thing in half when you 

Mr . Bell: We took the figures ot Finance Officer ot 
WPA and be said we reduced it 400 less . 
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'lr· Jorgcnthau: Let the Socialists out first. 
(Hearty laughter by the group) 
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l&r. Morgenthau: That i s being bi-partisan isn' t it . 
(!lore hearty l aughter by the gr ouJ?) 

~·. Morgenthau: Now taxes . I spoke to the President 
this morning ond he said on account of the death of the Speaker 
he does not know what will happen. Be wants to sit down and go 
over each item himself . 

~r . Oliohant : Nol 
Mr . aorgent hau : Be said, •why of course I do. ~bere 

did you get the idea I didn't? I want to go over item by item• . 
1 think thut i s very encouraging . Certainly if we have it und 
• ,e President said this and he wants that and it comes from the 
President i t makes all the difference in the world. You fellows 
look a little weather-beaten - punch drunk. (Laughter by the group) 
So I think t hat is about all for you (meaning McLeod and Seltzer) 

llote : At this point lAcLeod and Seltzer left, having been 
excused by the Secretary . 

Mr . Morgenthau: Are we ready on this thing? 

lg, Gast on : Yes we have it in two sections - a short 
release wi th the T. D. 

Mr. Morgenthau : T. D. ? 

Mr . Gaston : Treasury Decision. 

llr. Yorgenthau: lUll you be 1n at 10:15? 

~· ~nston : Yes . 
Mr . Morgenthau to Mr . Oliphant: Want t o come? 

bg Oliphant : No - I don ' t think anybody ought to be 
here from eounsel. 

l&r , Yorgenthau: I called up Oliphant this morniPP before 
br eakfast - I think it was at 7: 30 - and I said, •I just r ead 
th· Attorney General's opinion and it looks as though he copie4 
a ston1 s press release" and OliphBnt got sore. (Laughter by the 
group) 
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I didn ' t get sor e . 
think of somethinG ~ood 

Vr . Oliphant: (Laughing heartily). 
1 hat! only one eye open and I was tryin.a: to 
to say to you · 

Mr . Oliphant : Had you seen the "ttorney General' s opinion 
before he reAd the press release? 

Mr . Gaston: Yes . 
Mr . Morgenthau: This narrative form it has t aken was 

Herbert Gast on' s . I have been darned careful to r ead them all 
but the r t torney GeneraJ. smatt'8fa very much of the narrative form 
or ·rerber t Gaston' s press release. We will have a dress rehearsal 
llt 10: 15 . 

~ . Oliphant : I will be 1n at the rehearsal but not ra.t 
;he Press conference. 

\!r , %!rgenth~u: Now the other thing - are we going to 
give a list of the m3llufacturers tbat they can go through the 
legal poper s? 

Mr . Gaston : I haven't any list but we can get it. 

Mr . Morgenthau: I tbink it would be helpful for you. 
Find out . This thing bi ts on t he AP and UP. 

Mr . Gaston: There was a story yesterday morning bow 
they had so many million harmonicas in exchange for oil . 

Will you get the list of manufucturers? Ur , !?orgenthau: 

,~ . Gaston; Yes . 

Yr . Uorgenthau: Mac? 

llr . l.!cRemolds: Nothing . 
\ 

!Jr . !.torgenthau: Y/hat ' s the matter? 

!Ar . !AcRevnol ds : Not a thing. l •m reeling f i ne . 

Mr . Ugrgenthqu: Cy? 

lolr , Upham: Nothing 
Mr· He1yering: I want to call attention to the situation 

on the money for refunds which we are trying to work out to the ~st advantage we can and I am menti oning it for this reason. 
I ~ow there will be tbou~ands and thousands of those little 
refund cl ai ms in Jnd you will not have the money. 
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!!£., ~loro:enth3,u : Haven ' t I got i t? 

~· Helverin~ : Not yet . The bill has not passed yet . 

"r , !lorgenthau: Are they coming in no1~ - all those? 
Arc you answeun • them and tellin · thrm th .. t pending the lel'is­
lot1on we can do nothing? 

Mr . RPlverinP: Well of course nobody has insisted yet . 

Mr . Morgenthau: What do you suggest? 

tlr , Relvering : I want to report to you that we have 
been e deavori to get an amendment in the bill which Justifies 
the ~ecretary of Agriculture releasing money to us . 

Pr . orventhau: Is i t up to me to do anything~ 

Mr . rielvering : Nothing you can do just now. 

Mr . McReynolds : Be is Just tellinP you there will be a 
lot of people on your neck. 

!.lr . Bell : You can' t use yoUr regular refund appr opriation. 

Mr . Relvering : No . 

Mr . Gibbons : (Laughing) J ames J . Roey said you are tho 
dumtest Comntssioner of Internal Revenue we have had. 

'lr . Helvering : (Laugh~) I will be kind to him and say 
he is one of the best Collectors we have . 

!lr . Bell: Have you any idea how much the refu:.tds amount 
to? 

Ur · Helvering: Approximately 50 million. 

Mr . UcReynolds : I have an estimate on my desk. 

Ur . !lorgenthau: I s it up to me to do anything or just 
let it float ? 

Mr . Helyering : Nothing you can do now. 
Nr . Uorgenthau: I would get out a form letter so th~t 

they don ' t get worked up. 
Mr . McReynolds : There is nothing to do now because we 

a"ly get a chance to get money. 
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~r . Jgrgenthau: Mac, please l I write in - I don ' t 
bear rrom the lureau for 30 days . Now i f I get a letter s aying 
pendin& e.ct1on by the legislature we are trying to do something 
bUt ror the moment we can ' t the f ellow get:~ some kind of an 

wswer . 
Llr , Hel vering : We will do that . I again call your 

attention to the f11ct that when those export claims came i n you 
rode me very severely . 

"r · !f.orgenthau: Let ' s bring it up again at 9 :30. 

11r , llorgenthau: Well I most likely will again. (Lr.ull'hter) 
The fellow should have something to show that he has heard from 
hiS <>overnment. 

!'r· Relvering: The Secretary of Agriculture 'Ifill show 
that the money Which was made available has been allocated. 

·~ . Oliphant: I am not sure but What I have a letter 
from him to that effect now. 

Mr . Gibbons : Nothing . 

Mr· Haas : Nothing 

Miss Roche: Uotbing . 
Mr . Taylor : What happened with your Investment Trust 

people yesterday? 
Mr . Oliphant; They sent word to me to forget it that they 

were 1~ satisfied . 

!.lr . !lorgenthau: Did theY t ake the book? 

l.lr ' Oliohant: I forget that. 

Llr. Taylor &. Who satisfied them? 

The President . Mr , MQrgenthay : 
Mr , Oliphant: Turney had worked it out and did fine . 

l(r , GastQni. Chief !loran spoke to me about hiS bill 
for his annuity. Mott was designated to go up and make an objection 
wt ich he did , Be wanted to know 1f I knew a man f r om Oregon wbo 
was close to llott but I didn't know of anybody • 
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Ur , t!orp:enthau: What cr.n I do? 

~r . .aston: I don't know. 
Jr . Oliph~t: Hester reported to me on that bill ~d 

he sri d everythin~ was being done that is possi ble. 
If anybody can do anything I would 

lA£ , Morg entbau : 
be morP thin deli~hted . 

1~ . GAston; I got all the agencies but have not been 
able to t alk to Jesse Jones or o•connor . 

lir. Gibbons: I thought I was going to talk to John 
o • co~~or this morning. He can strai ghten it out. That fellow 
~ro: Oregon i s a real good fellow. 

Mr · Oliphant: John Collier, Interior Department, 
takes over the deposits of Indians on the reservations. 

!g , Morgenthau : That is Bell. 
Mr · Bell: Well it comes up under the Permanent Appeal 

Appropriation Act and the Civil Service i s trying to force the 
Treasury into the Trust Fund under that Act and there was a bill 
introduced not onlY to change that law but prohibit the Treasury 
from t ekini' over the disbursing funds of the Indians of the 
Interior Department . We reported to Secretary of Interior that 
o1e had no objection to the first part changing the appropriation ~ct but then if he did that he wouldn't need the second part . I 
underst~d that Interior is satisfied. 

Mt· Oliphant: I reported it . Colli er i s head of the 
Bureau of Indian affairs . 

!& . Uorgenthau: Would you JDind giving biJII a ring? 

Mr · Bell: No I will call him up. 
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June 5, 19:50 

'tfhem HU,Jr . aaw tile Pree14ent., t.h1a 110m1Dg, he 
aa1d thPt he had overruled t.he V1oe Pree14ent. and t.h~7 
are go 1ng to have eight. con:ereea 1n t.he Senat.e and 
among tnem w1ll be La Follet.t.e and tn order t.o reach 
La Follette t.hey are 1ncreaa1ns t.he number ot contereea. 
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Press Service 
Jlo. 7-54 

secretarl' of the Troe.suTY liorgenthnu todll,y announced the aubncription 

n~reo ~Jid the bnaes of r.llotment f or the cpah offering of a-3/4 percent 

'l'rUIUT1 Bonds of 1951-54 and of 1-3/8 percent Tral'.eUTY llotas of Series 

B-1941. 
Reports received fr018 the Federal Reaerve bank• show that sUbscriptions 

for tho ceah offering of Treneury bonds, 'Ohieh 111\S for $600,000, 000, or there-

Subscriptions in ooounts up to and 1Jiclud-
abouts , nura&at e $4,282, 000, 000. 
ing $5,000 were ollotted in tull and thoce in Amounts over $5,000 were allotted 

14 percent , but not lena t~~ $5 ,000 on any one oubscription. 

l'or the caah offering of i'rensuTY notes , whi\)11 wna tor $40(), 000,000, or 

thereabouta , aubecrlptlons ~e~te $2, 772,000,000· Cnah oubncriptiona in 

a:ooun\a up to Md inc1udill6 $5,000 were allotted in full and thoae in c::~ounta 
over $5,000 wer e allotted 15 percent, but not leu tbnn $5, 000 on en:t one 

Prel1=1nnry reports of o~change sUbscriptions, in ~nt of ~ch Traa.u%7 

llotea of Ser1ee »-1936, mt\turin& Juno 15, 1936, r.ncl of Ser ies .l-1936, =turlnc 

Auguat 1, 1936, were tendered , ind1cnte thnt pr~cticnlly all of the ~turing 
noteo will be e~chAn~d for. the no~ 1oauoe, nnd tbnt over 90 ~rcent ~~ tho 

aubecription. 

exch.'"Ge• nre f or the bonds . 

Jurtber detrlle as to subacr iptlona rnd nllotmente wlll.b~ announced 

when fiMl reports nre received tree the l'e4er•l Reserve brlll<so 
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luntt &. liM 

cocl~ n's t elephone con~ersation with HK,Jr . in which Caricuel 
n.,.d .,sited Cochran 11' US would Mite arrancement siailu to last 
ye"r in the waount of a~o,ooo,ooo. Cochran sa.id Cu1&uel had 
informed ni;n British were boldine a.bout •aeo,ooo,ooo in ea.r­
~~rked gold in Frbnce. 

Filed in Stbbilization Folder under date of June 5, 1936. 
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14--\/ --1 PARAPIIRASI Or 'l'ELI<RWI UOII'RD 

!110M: Aaeri~ bbaall)', Parh, Fr&DCe 

DA'l'l: .June 5, 1936, a p ·•· 

~ 

liO o1 4158 P'llOil 0 OOHII.UI. 

RUSH . 

At 11 o ' clock this aorniug Kinieter of Finance 

Auriol took OYer his offioa. I waa the firat one to 

call on hia. 

Auriol said that the daolar&t101l of Blua to be 1184e 

toaorrow wUl ~~U.rYey the gellllr&l situation, and trill 

g11'8 a BU.aary of the polloiea of tha Oo-rer naent . 

Auriol 1nt1mted that they plan no teediate etepa in 

tbe t1neno1al or 1110netary field. 'l'oaorrow no eeparate 

declaration will be .ade by tha Minister of riuance. He 

will, within the next ten ~ys or two weeks, r&Ye&l prob­

lema and suggestions of the Kin1atry of rtnanoe - probably 

in and before the Obaabar' a Jinanoe Ooamittee. 

'l'he Kinieter ot J'in&noe •ntioned the folloWing 

d1Y1a1on of probl ... : 

Piret. Monetary: Blua haa alread)' declare4 t!lat 

be 1a againat franc da•aluatiOG; this waa the pledge ot 

tha Popular Front when it oue into powar. Here the 

oituatioll 1a at present in many ways ai llil&r to that 

which faoed President Rooae-ralt whBil he waa 1uugurated, 

but .t.uriol aaid the big difterelloe ia tllat there baa 

alr~ 'been Oils de'raluaUOG ot the truo. It 1a hia 

opill1011 tat it ia l1kaly there woaU be a YUY difterallt 

re&en1ca 
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reaoUOil in FraDoe froa a eeoODd dnaluaUon ooapared 

with the e1ngle deYaluat1on in the United States. 

Second. J:oon0111oa .t. renat1on policy, e1a1lar to 

t bat of tbe Unite4 Statee, 1e t o be followed. 

'1'h1rd. necal; !he tu queeUon will b e taken up 

i •ed1ately, but 1t wil l take perhape two aonthe to 

work ou.t a p lan. 

The first plea which Auriol aatee t o foreign countries 

wUl be for tbeir oooperat1011 with nepeot to fr&ada 1n 

connection with funds whioh are held abroad; I tate it 

from t his that the fligllt of cap1 tal fr011 :rranoe Will 

be imestigated by the GoYernaent, and an ende&Tor to 

procure ite return wi ll be aade . 

.t.e to a large aonetary oODfereDOe, Auriol e&id be 

h&4 no fa1 th 1n euoh an undertaking. .t. oonf1det1al con­

tact w1 th two or tbree partie I 1a hie preference, for the 

purpos e of s eeing if po1nte of &ll'BIIIBBIIt can be found. 

The Minieter of Finance belt~•• that aooorde that aay 

thus be ooneuaaated will draw other• into acre.,.ent aore 

effeotiTely than open debate and lOD& d1eouee10D 1D 

large international aeetinc• wOQld be 11ke1J t o do. 

The M1n1eter of Fin&lloe t oN .. hie t.aed1ate tult 

11 to attell4 to tile oaah queeUOII of tbe !re&BID")'o !lice-
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ton t oni gilt be h aeetlD& wUh the chief of the BW•tl'l'' • 

aOY.-nt of flm4• •eoUoa tar the pu:rpo• of 41•ou•tac thi• 

otter. 

AUriol e~reeee4 adairatioa ot the ••nner tbe Uaite4 

Stetee 1e bringing about reoOYel')', Be in41oate4 intereet 

i n baTing olo" oCDtaot with u• while he 1e help:lq to wart 

out the problea of hie own ooantr7. 

8ft.t.UI. 

IAaLIW 
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TREASURY DEPARTMENT 

........ ......---..-

fO 

11r. S.r8P Oli)lbNit 

l.lk• to .a rued ot ta. taot tat 1 a~ a a !Ia :e oa ~ 
eubject at ta. Staten.~ aa •eater 25, 19)5, ...,_,,.at 

t.bree o•oloolt, .... !WIIUII" ~ •· !MM ,. •• rt, .-.. 

o! tbe State Depal'tMDt• OD tat ooou•oa, 1 rapeatadl,J oall.e4 

attention to tbe tact tbat tba Seoretar)' ot ta. 'fHUIIJ7 bid DO 

option under ta. law ~t to eatoroe it, ud tat, 1t aot.1oD A8 

not to be tabll, it~ be -••••17 tor ta. law to be obaJI&e4 
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June 5, 1936 

HU, Jr . c&lled Secret~ry Hull ~nd told him that a t 
ten minut es past seven this morning, Cochran had culled 
him from Paris . He &lso told Mr . Hull the followi ng: 

.. t my suggestion , Cochru.n culled on the l.linister 
of ~ir.tu.ce of Fr11nce this morning 1.111d it w11s t he first 
C1.1ll that the Uinister h&d received offici olly . Be has 
give~> us the whole 1nside story ond I told Cochran to 
r~sh u c:-.ble over repeuting his eonversution with the 
.iolir.ister . It is most signiflc;..r.t und mos t 1Lterest1ng • 
.• otni . .g will hbppen over t he week-end und they re~<llY 
dOtl 1 t ~<.r.ow 1 '~>here they ure 11 t 1 

• ¥. e hi. ve c. roo:n full 
o: cnarts und whbt we w&r t to do is to fight for 15~ 
dev .. l~..<A tion, but we would take ~01- . ' •ould you alir:d 
doit•& two thir:gs for me? Plet.se tell your people 
tnat tne minut e Cochrun' s cable comes i n , to decode it 
.. ,,d r ush it over aud tell the embussies in Europe to 
c&ble us , ut our expense , the reucti on to o..uo &nnounce­
ment on countervailing duties . I culled Bewley i n &ga i n 
yesterday and we had some more t~lks . I dropped the 
hint, with the author ity of the lresi dent, tbat we might 
give up gold to England provided the ~ ranch devalued and 
urr~ngemeots with r.ogland and ourselves wer e all simultan­
eous . The t hought I had i n mi nd was thut t he Bnglish 
could bring pressure on frunce, but we could not, and 
in order t o be able to get gold f r om us they might bring 
the French b~ck into line &nd if Fr1.1nce knew t hat if she 
jumped, England and the United St&t es would not go under 
her devulua tion it would encourage her . Ir we were 
1.1ble to get t his French-England t hing s traightened out 
~s fur &s money goes, I think it would be the most wonder­
ful thing for this country und this whole question of 
tr~;de burriers would begin to drop. '' 

.. rter the conversation ll.r. llorgent!ut.u s&id that 
Hull hbd told him thut if we could get ~ranee to devalue 
~0~ , it would be s&tisfac tory. 
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lJTC I. JIM 

Cochran's t elepboDe comerAtlOD with •,Jr. 1D wb1cb Cars..-1 
bad asked Cocbl'an 11' Ill woul4 Mb U'I'&JII-Dt •••na r to lu' ,.ar 
in the aaount or 120,000,000. Coobl'u •aid CaJ'1cu8l ba4 iDrGNed 
!Ia BritUI\ were bold1D& about 18110,000,000 1D 8U'U1'IIed 1014 
in France. 

Filed in Stabilization Polder Ullder date or J~me 5, 19M. 
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CORRESPONDENCE 

~D~RAL R£aCRV& aAHK 

Dl' NlrW YottiC 

DAft ... I, 1 0M- -

a.u~~~msr.w.~e .. •~•QJ?Miial~'~«~t~IIIL ____ ___ 

UU ''R or D''"· 

I oalle4 llr. Cutpel '' Ullt J• •• M4tr .. hl bill a.. 

\ba\ I cou.ld oot 11n ba aD •- .. b11 111.-117 et 7.,,~ b~ 

tore \bh athmOOD or , ... now ..a~.q. '•• eb 11 he Ucb' _. 

ill ~rrow he 11111enet \U' I ea1l tD ._...,. lb1th u ,. 11e 

11tf t1'1'1Dc 'o CNr ,el.,tone IOIIYIJ'NUID 71fteMaJ1 be 

\ r itd \o aaltt U cliiJ' .u• 11bti'MI len 7111' \be tnMI_, .., fer 

\o atll 4ollue .. t1Dn 11141 ... , he ht4 111 a1.D4 ... -. M dn 

col d 1D Par11 a4 •u• dollue ~ 111, lllob 1114 .. M .,,,. s.­

atdiahl.T or 11 aocm 11 J01t1blt1 '' bla IQMII, M •• Yen (111 

o\btr wo~a, b t .. , . ua •o •u• \he 1114 •• tat pu eaDOe ltll a 

tuantr dtl1nred 1D In ron). I llllltne4 .u• U .......... ~. 

1\ alab\ be .are otaYMltD' tor ua, 1D ol'du M tft14 'IIIID1te11117 
• 

iaporh, to •u• \he 1e14 tor 41l1YII7 111 lute •• ••• tu.T•, 

lh1pp1D& ahara .. \o be tor •r uooaa•, lb1cb n• \he tniDI-' 

\tit laUer pan ot 1116. fh1e, I 'IID4unoo4, na ,..allT aaUatae­

t o bla. Bow,.er, I ~'""'-' .u• I ne .,, •• 7-' 1D a ,.aUitD 

toner u I W u• •e11dad 1a ltl\1111 te14 et tile 

,.-.um" Pll)lt. 

11Ub rtfeJ'tDII .. ..._,, 1 llti'Ut, Carlpel Nit \bt ••Uilll 

bad operate4 ta17 M \be at•• et •,ooo,ooo INDIIJ UW ._. at 

, .. ,., . .... ,, • ltl4 le1111 .. •• r.- salt '"''~ M .. ,100,100 hr 

\be 4a,y. Culpel ., ... ..._. 111.e .., ••'''II •• - .n ,.U hr 

ttraarlc. I tiUd JaSa ......._ 11U liS 1 ftr NH'II ....._ lt .. IJ' ....... 

••h ........... ,.....,.,.., ., • " .... 111 "' ..... .... 

fao1UUea 1114 ~~ .-ft ... au. 

LIIIDO Regraded Unclassified 



CORRESPONDENCE 

J._. •• ,,..,. 

tri!DC:AAL ltUIEJIIY& aAHK 

01' N~ YOitK 

DAft lwat 1, Up, 

SUILII!CT• TILMN+I f., D't!JM liD 

•••r or JI'L••o. 

1 oallM Ill'. Bel'-l •• a•• •· •· totq. •• 11&14 that 

\hiT ba4 had a YU7 .-1" clq With pra .. 1oall7 no blat1Dtll •• all 

1114 DO u•• f..- Par11. '" Yol'll •••M to baYt btlll a bS., •Ill• 

ot ahrli.lll 1D the 1.-~ aal'lltt, *iab detl ••• al ... fthtr tallT 

wUh what I haYI b .. Ult .. t1a4 ... h•t• Bel'-l 11&14 be MuM 

\bt tttl1n& .ha\ DOt.h1q ftl UkflT .. happOD 1a PI'Oilee oYg tlbl 

nllclll41 \holllh aobed;r, of o•rae, a... Mnll'4a ftl .._, t1a1 

Ulldtr apot 1D kl'ope, DO\ Oil 1.117 part1cnal.U' D .. l w• bee&aae tlal 

aituaUoa t here ae•e4 •• be a ••1'1 ~cnalt oce. Bollu4 wu 

loaill& aolcl \o \he UnU" •••••• m4 \o Btla1u, but ••• aot lh1~ 

1111 ~~ Loo4aa ~uat DOW. Bol\oll 11&14 \hll'e ftl I lo\ Of talk 1D ttle11' 

aarktt abcN\ OllJ' operaUq 1D a\erl1q. I UI1U'e4 h1a that th11 N1k 

wu tDUrt17 w1Ulollt fCNDuU•• there •• aca1a .. e bear41ai 4e­

aaD4 troa the Coat1aODt for Bid of llllle4 ao•••• of wtdoh he e.U• 

aahcl abou\ &1010001000 wwe aal\e4 • ..,. • tbe '-" ' •• I U.UI'M 

tbt~tl' he nUl \Mqht the qlftoGpl wal4 ••e- the alath .. be 

1114 UOUD4 alHNt the. llua, he thoqht, .-14 aot tulde the tr.e 

11\llaUOD UD\11 he ba4 tale nrike 11tuU• 1D haM. 

I roterre4 • tale O.tral '"' cl1apatah t.. 1• 'J \o t1a1 

t1'ttc\ that the a pt .Uo el-·· 1a the ... ,.. •• a., ...... ~Ill· 

4•tDd that the 10u ~dial• belt 'IIIF tlbe 1.-k ot r:awaoe fn .. ..,, 

~~ Br1\11h hD4 bo b.aalle4 nu w tM ... _,. BelteD eallM tlld 

obaoluh HDitllle m4 ~-all•J tbtr are ... tlal lou\ bU WUI'l .. , 

be 1114. 

Regraded Unclassified 



C&ble from Cochran. 
first to visit hiae 
economic and fiscal 

146 

Jupt 5 . laM 

;.uriol took ottiee this .or~; CocbraD 
auriol gaYe Coehran outline or tbe 110netarJ, 

policies or the new OoYeraaent. 

Filed in St abilization Folder under date of June 5, 1936. 
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TREASURY DEPARTMENT 

..... JuDe 8, 1938. 

fO 

Subject• l! .. tin& &t Secretary' • home , 7 to lOoSO P . lol., Friday, J\llle 6, 19S8. 

Preaont: Seoretary Korgenthau 
.\sa iate.nt Secretary 'taylor 
llr . Earl Be.ilio - J . W. Selipan & C~~ 
Xr. s. Parker Gilbert - J. P. !forgan " c~ 
G.,.... G. L . Harriaon, Federal ReaerTe Bank of !I.Y. 
llr. L. W. Knoke, ?eder&l Reae,..... Benlc of Dew Yor k 
Jo:r • Robert Loree - Guaranty 'trllat CCIIl~ 
llr. 0 . P . llcColaa - B&nltera 'trllat CCIIlpo.ey 
»r. Gordon s. Rentachler - llational City B&nlt 
llr. Leo J!. Shaw - National City Bank 
llr. Siegfried Stern - Chaaa National B.nlt 
llr. John l'li.llier.ts - Federal Reaerve Bank of J!ew Yor k 
lleaora . Haa.a, Lochhead, and lihito 

Durini dinner the conversation -• confined to non- 1110netary aub­

j oota . 

Arter dinner the Seoretary atatod that he waa glad those preaent 
had been able to come. The Secretary explained that he bad uked th• 
t o \7uh1ngton because the international aonat&ry aituation wu partio­
u.larly acute and he wished to hear thair Tl.ewa on the situation end 
t heir aue&eationa u to the beat way of hendlin& the probl•· He add 
i t wu poaaibla the path was cleared tor olar1t1oation of the atarlin&­
tr&no-dollar probla. and that the Tiawa or ..... 1dlo had bad a greet 
do&l of practical erperiene>e 1n international aonetary aattera and 11l\o 
wera operating all the til:>& in international ourrenoiea would be aoat 

nluable. 

The Secretary atated eane data had been oanpiled in the Ruearoh 
Divlaion of the Treaaury which bore on a<llle aapaota of the probl • 
which he would l ilte to pr esent to th.., tor their oonaidort.tion and 
oriticia. Diaouaaion of the particular aapeota of the probl - that 
would ba praaentad would , he indioated, be followed by a oona id-tiOD 
ot the other u peota of tha inte.rn&tional aO!Wt&TY aituation. 'tba re­
lle.inder ot the ..-n1ng -a apant in ex-ain&tiOD ot data preaanted on 

Regraded Unclassified 



-1-

chart• be&ri:D& on •- upeota ot the ohaJil•• 1D the oc.:petitlft 
etre"l)th ot leadi:D& oowd:r iea durblc the put eic)lt yeva. The -• 
oc:cprehanaift aapeota ot the probl• were lett tor the llll>l"D1D& 41e-

o"e•1on. 

The meetblc -• adjOIIJ"Ded at 10•30 P.M. and all the •n w lwzteered 
to r•aiD iD toe oftr-n1gltt iD or der to oont imle with the iaou .. ion oa 
the tollcnriDg morning. llr. LorN -• at tirat heait&Dt abOUt et~iDg, 
tearin& that ennta aight beo.,... 110re aout e and require hie pr•- iD 
lin York. '!'he Seoretaey a .. ured tho•• preaent he had reoeiftd word , 
tbrOU&h hia apeoW repreaentatift iD ParS.., trca the FiDeo. lllDI.ater 
iD Paria that no aotion wu oant-.plated oftr the week-endo 
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June 6, 19:50 

I called cochran and told him that he oust see 
the Uinieter of Finance today and find out trom him 
whet her lt wa.1ld be helpful to the French 1f they could 
devalue knowi ng that the United Stateu and England would 
not devalue turther. 

He said that Professor Riszt had aoked him whether 
there was MY truth to the rut~oro that England and our­
selves had come to an agreement becauoe if we had, everything 
would be very helpful . I pointed out to Cochran, -c:ho should 
tell the U1nister, that if it wae an international agreement 
all t he th1nge that Blum bad said about not devallll!lS in 
France would take on an entiljelY different aspect . Further­
more , we bad no understandi~ith £nslend, but I dld bave 
direct connections with thea. Furthercore , that the whole 
question of devaluation in France, !rom our standpoint, 
resolved itself as to how much they would devalue and I 
told him to get this message to the Uin1ster of Finance 
and then telephone me back and Cochran sai d, of course if 
such a thing could be brought about it would save the eit­
uat1on there. The strikes are muoh ¥/Or so today . 
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RUSH 

467, Jv.ne 6 , 9 p .m. 

FllCl. C 00 LRAll 

ULTRJ.C ONFIDI:i'T ILL 

a.!Jll::i 

fl:t.tecl , uno 6, 1936 

Reo •~ 9 · 20 p , n , 

I oclloC n Auriol nt 6:45, ct nhich t~e he had 

JUSt rct~~ee froo the chamber oeoai~n d~~1n: nh1ch tDB 

Cc.bi'lot r.'e::l~.::-ntl.' n lw.d been =c'o :md f'r. n n convers:t.tion 

nitll :t.illnu.;: , nlu. is ~h:. 1l'I•lC.ol or t;,o J 1n:1nce Colllllittee 

Tto.s oppo3ed t ·) inc1.ependent devo.luo.tion by ~"ro.nce, I 

brocched the q~\estbn vthet;ler the situo.tiJn nnd the 

promises the Prem1er ~d publicly m:t.de nould not take on 

:~n•. t~er c.spect J.i' it were PJSII1ble f >r Blun to be o.ssured 

th~ t t: e · tller two princip!ll currencies nould not undercut 

tbe trc.nc 1t :>r=ce devalued to a reaa .• nable extent . 
tninarhte 

~~i 1 is ~~nillin& t o enter a separate7atreement 

" n these terms, nruJely, devnluatl.~n of the franc o.nd 

~o.intonnnco of the approx~ate status quo of sterl1~ and 

the dollar. 

Perc nnlly he is nillin{. to su.;,.eat t .• Blum nnd tho 

French cabinet the 1dea o f a moneto.ry truce <• r .,ecce on 

the baa1a .>t a levelw.., out of currencies in ac ··rc1c.nce 1 
with a<o-:ae c:.o.~r. .... n measure-- the JDoJBt ;'tltus_nable •~·uld be the 

W' rld ;,rl.ce lo·•el nr,vic'ed tb:~.t ?ranee , .:reat :J.:r-1tc.1n • • the 
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the l,in l.tod St::.tes, ;itntzerland and lletherlnnds adhered 

to it o.nd l)r vided o.lsc; tllo.t he be porm1tted to notify 

the nuasio.na 111 o.dvance as the rublo o.t the present time 

is attac~en t~ the franc . His idea is not tha t there should 

be a ~eneral c.nference but that ~~e Un1ted Sto.t es, just 

o.a ne hc.ve today approached the French, should informally 

C.!l">roo.ch e ach ~ f the ab •ve c.,untries individually :md 

c.scerto.l.. t~lle t~or 1 t is possible t reo.ch ani O.GJ'eement 

betueen t~~o t :1 cu=rencies, i .e. , ~ ttoean the d~ llar a· . 

and t ho pC>und, the d · llo.r o.nd the , \•.ll~or , etc . , and each 

ot t :1ose c 1\tl ur:..e s then a .;reo 1n t h ec.cll _,f the others . Then 

ann •tu conont c;:.uld oe m::~de t o t he .;1 rld some Jnturday nhen 

stocl: :.l~.l·lcets ore clc sed tho.t all these leadin~ m'•netcry 

powers :1ave ret>.ched a ~neral at.reelnent f r. r o. general 

inte r nc.t J.•·nal mc.neto.ry· truce ~t:1e a~reod rates . '.L'he a.;reo-

c ent "' uld have t~ ccnt:un s ·me stip\•latic n that the r:ttea 

t e::c:1::.,1ve :> f the currencies 1nv•-1ved lf"Uld not subsequent­

ly be chc.nGe d 111 th:>ut the c c· nsent ~f the other po.rtJ.es to 

the c.:,reer.tent . 

So.yi~ thc.t the m:lj r strn, . ..,lo is iletween the dollar 

and sterling, Auri~. l nsl:ed 111lether Jreat BrJ.taJ.n nould 

roach an c.~oement nith us . Ho !eols t ho.t sooe understo.ndl.n~ 

sho~ld fJ.rGt be reached between us ord the Dritisb and 

t hat ve Gh~uld o.ls o.ppl• , ach the Snus a.nd the Dutch ac. 

thnt r:mce n~vld not be Sl'1_,led • vt . lle wishes to rreoerve 

un1tj r::.. t:ll.!l t:J.e t::ree c .. untr:;.es ,.,; c;.;. st1l.l const:;.tvte 

the ;olu ~l.c 1f :;.t :;.s p· s~J.~lc t J ~ so . It i s 
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r r lull t ? c.p •r<'o.ch the Sr:t tl.8U a;ld he cann t be que. ted 

c. a evOl\ per a -no.llY favorinw any de vc.luntL n scheme .,r aa 

su.....eo tJ.n.:; < r 1nspirin::; o.ny . 

, o sh •·ted o.n incl:tnnt:tt•n t o w::.nt t c.. tie in poace o.nd 

eonnom:to rdeasures . I sn:td t hat m netary stnbilizatic·n rtae 

enGu~ t try to ncc•m,lish at ~ne time and thc.t the 

situcti n uo.s t~o ur~ent too.llow t~~ delay that a dis­

cuaei n f ~rac!e, raw m.1.terinl su:nliea, etc., would 

require . '!. s ,.if th::.t the t.nited 3t:-.tes o.lreo.cl.y has fair 

trade c.~.:-eewonts ·:ith ti1:, Cll\\lltriea .,.~ the 3'•lc'. bl~·O , 
-· 

lOCl\\c!.iol,, ::?ro.nce , .r 
i 

Au~•j.c.l :till be ~lc.d t o be c.dviced J.nfo rmo.lly o f the 

Amer1co.n reo.ct1. n t ( hls s u:., 4 e ot:..:m. i.e must not be 

quoted 1 , c.ny nay . If there should be o.ny lea1c reeo.rdint; 

his p:>Sltlon stated above, he 11ould be obli~d to rcsJ..:;n 

rr':'ll'l t~e cabl.ne t, 
C::.illa~, With rmom Auriol tnl~~d thl.S afternoon, 

u :-.n o.dv.,cate of "alignx:lllnt or cwrencies." 

•lOrtt:.'.Ud J.,, de':>::.te in tho ch::.r.lber this afternoon 

set f rt:, hit~ \•suc.l or _.\tmonto . J'o ::.dvised the Government 

t o devalue c.t once, and sal.d that l.f it does nr·t , it 

will be :L'orceC: J.nto excho.nge c~·ntrol within a fe\1 days . 

l. e e::presaed the op,.nic. n tho. t the l.:ilited states c.r.d t reOlt 

Znto.l.n 'll . uld be recepti\•e b the 1.t1ea of "o.li:;maeot or 

curre.c1ea , 0 

.,ur:t.•l , - should :u1d 1.n c •ll . ).\'.d:>.~, rears a 
currenc7 

Regraded Unclassified 



-4-

Pe.rapllrase Par111 June 6 1,'267 

currency depreciation race and expressed concern about 

Germany and Italy . He telt that after the major 

currencies were adjusted, the minor currencies would 

be taken care or . 

At 10:50 this evening I leave for Basel, 

returniOG here by 6:45 a . c., llondlly, June 8 . 

(Paraphrased .J~· 

F. Livesey 

June 6, 1936) 
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secretory of state, 

Vlo.shington, D, C. 

466, June 6, a p.m. 

GRAY 

Parla 

Dated June 6, 1936 

Rec •d 8:37 p.m. 

The Front Popula1re Government presented itself 

early this o.fternoon to the Seno.te and to the Chamber of 

Deputie s . In the Senate the proceedin5a were brief. 

Do.lo.diar as Vice Premier reo.d the ministerial declaration 

and the only two interpello.tiono will be heard in all 

probo.bility on June (:) when the Senate next meets , The 

meetinC lo.ated barely half an hour . 

Blum appeared before the Chamber , with Herriot 

presiding, shortly after 3 o'clock. He was given a warm 

greeting by the J.ef't parties while the Center and the Right 

maintained a stony silence . The ministerial declaration, 

which was of considerable length, deo.lt almost entirelY 

with problems of interior political economy. The Prime 

Minister failed to include in his declaration any very 

specific reference to the strike movement and the 

Government ' s intentions with regard thereto nor did he 

touch on the thorny questions of devaluation, the gold 

movement, or currency control. The most important portion ot 

Regraded Unclassified 



- 2- llo. 466, June 6, 8 p . m. , !'rom Po.ris . 

of the declo.ration concerned the Oovernmentog~ ~· ~ 

proposed draft laws which will be submitted to Parliament 

in tho near future . These draft laws concern an amnesty, 

the forty hour week, collective labor contracts , paid 

vacations , a plan for public works , the nationalization of 

arms manufacture , the creation o!' a Wheat market control 

board l'lith similar boo.rds for wine , meat and milk, the 

raising of the school age , the reform of trb Statute o!' the 

Banlc of France, c.nd finally an abl'ogation or first revision 

of certain decr ee l aws aff'octin.; aalaries of certain 

categories of' civil servants ant\ veterans pensions . As 

soon as these measures will be voted the Prime Minister 

announced his intention of presenti ng to Parliament a 

second aeries of' draft laws dealing with unemployment , 

ngricul tural debt and social insurance . Subsequent to the 

pasaage of these measures he promised to put forward plans 

for the a1tuplii'ication of the present fiscal system and 

destined to favor production and commerce . 

l"iith regard to foreign affairs , he expressed the 

ardent hope that the organization of collective security 

would put an end to the race towo.rde rearmament and would 

brine nbout the reduction and effective control j_n the 

producti:m of o.rme. Observers are of the belief that, it 
only 
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only by implication, he favored the maintenance of sanctions . 

At the close of the Ministerial declaration wbich was on 

the whole fo.vorably received it wo.s deci ded that the 

Chamber would listen forthwith to the nine interpellation& 

on general policy . 

The first speaker, Fernand Laurnnt, a center deputy, 

proceeded to a lengthy analysis of the proposed draft laws 

and t ook the Government severely to t ask in connection with 

n number of theso . In particular he inveighed against the 

40 hOUl' week which he considered most dangerous unless it 

could be preceded by an international agreement . Referrtng 

t o the e hour day he pointed out tho.t it h ad proved 

disastrous for the French merchant marine in the past and 

asked \1hether it was the Govenunent •s intention to renew this 

seri ous error . 
at ion 

The following interpelljwas t he fo~r Minister of Finance 

and devaluationist, Deputy Paul Royn~\\""' ·! who devoted most · 

of his speech to the financial d1tfioult1es which faced the 

country. He pointed to England' s ouccesetul figbt against 

the crisis with its capitalisti c liberal regime and demanded 

that France should follow the same courae . · Alluding to 

Butler •o recent internati onal labor office report urging 

monetary alignment he warned Blum th.o.t 1f his progr0111 was 
not 
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not accompanied by monetary alignment it would lead to 

inflation and catastrophe. He stated thoro had been more 

than a twelve billion franc inflation up to the p~esent 

tbfte and that this figure would be more than doubled 

by the end of the year , He expreased the belief that the 

lo.borin.., classes whom the present Government wo.s trying 

to hol p woul d be the first victims . Re warned that if 

Blum refused to devalua.tl:l he was hoadinE; ~cr controlled 

excho.nco s and that this would be a queot1on not of weeks but 

of days . Finally he declared that England and the United 

State s wore not as hostile to tho realignment of currencies 

as was generally believed. In conclusion he urged 

cheaper money and pointed out tho.t Fro.nce now po.ys twelve 

times more than Englo.nd for loo.ns . He concluded by 

rof eronce to the success of the Roosevelt devaluAtion 

experiment and stressed the necessity tor n balanced 

budget . 

"' The remaining 1nterpello.tore are not being heard -followins whom Blum will mo.ko his final reply on general 

policy which Will terminate the do bote . The vote of 

confidence will then be to.lron and there seems but little 

doubt that the Gove~nt will obtain a substantial 

majority . 
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telegram 
A second/ ::: ... ~ will follo11 giving the high lights ot 

the romo.ining interpello.tions o.nd the result of the 

vote . 

· STRAUS 

!"'SB 
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GRAY 

or:. ?arts 

Dated June 6, 1936 . 

Rec ' d • 10:50 p . m. 

Secretory of State , 

":l:uht~ton. 

4 68 , June 6 , midnigbt . 

Our 4 G6 , June 6 , 8 p . u . 

The interpellations cloaod w~th not hi03 Gf ouch 

value added to the debate . h sensation was caused when 

Xavier Valad, Royal ist independent, stated that for the 

f irst time in history "our Gallo- Roman country" was to be 

governed by~ew . The remark caueed so great an uproar 

that llerr iot presiding stei)ped into the debate stating 

that he did not recognize Protestants , Catholics or 

Jews but only Frenchmen. The remainder of Volad'e 

remarl:s were drowned in the general contusion and he con-

eluded lamely by statine that in Blum nourished on the 

Talmud Franco would have her Diaraelt . 

Blum summing up the debate on general policy stated 

that he was not converted to devaluation . He hoped to 

get t hr ough the widening or credits what other countriea 

had obtained through devaluation oddinn tha t the policy 

ot deflation bod pr oved unsuc~esstul . 
o h il pro.;ru ot dr:~tt 1&•• he would not aalt 
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not aek tor full powers but would denand quick action 

a.nd procedure of extreme urgency . He had no intention 

ot transforming the present reatrne but would carry on 

the Front Popula1re proaram. \'11th record to the strikes 

he st~ted that the workera were fighting to improve their 

conditions and thAt the etrikes were a direct result of 

the cri sis . He said however tha t if the etrike movement 

should becooe subversive the government would undertake 

to suppress it . He adnitted tha t t he strikes were beyond 

control or the unions . The occupation of the factories 

he conceded t o be illeflal but in~smuch a s the employers 

had not asked tor armed force to d18lod(le the worlters he 

had no present intention of usinfl f orce . He asked the 

ques t ion "Do you uant me to use force?" , adding that in 

t his eventuality the army and the ?Olice and even acne 

of the extra parliamentary troO?S (who were responsible 

for much of the disorder) .tight becane involved. The 

governnent•s role would f or the ttme being be limited 

to assuring food supplies and serving as arbiter between 

t he employers and the workers . Be announced tbot a 

apeci~l parliamentary commiesion would shortly be appointed 

for quick action on the proposed draft laws . Fi nally ue 

stated thot a neneral debate on foreign affairs would 

t ol'te place in the Chamber before the Geneva CouncU 

meeting . 
Adbereinfl to atrict party dieci?line a vote of con­

f\dence on 
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tidence on the order of the day ( ::num 1 a proposed reforna 

embodied in the po!)ular front proe>rnm) aave the goverra.tent 

the oonv~ majority of 384 to 210 • 

.\ final cheerful note ttas struck tonight when 

Jouhaux , le~der of the labor union, saw Salengro, Uinister 

of t ;le Interior, and informed hir.l tha t all organiZed 

lllbor will return to n or!c on Uonday r.torning. It is 

generally believed that the ma jority of non-rr~nized 

strilters 11 ill follow 3Utt in villtT of Illnm 1s convincing 

majority, the promised reform~ in the Front Populalre 

progr~J ond the government ' s avowed determination not 

to allow subversive activity . 

S'l'RAUS 
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Before Bewley came in at 4:45 tod~ (Saturday), HU,Jr. 
said, •I nave deci ded that I am going to act independently 
with the Stabilization Fund to hold thi s thing ~nding an 
agreement and I will not agree with England to d anythi ng. 
I am going to be fairly direct , because I t hink the situa­
tion deserves i t. After all , if after each t alk the two 
countries can !eel a little bit closer, that is what I want •. • 

The toll~wing was their conversation: 

B~wley : They were consider ing what you said and were 
going to telegraph tully ae soon as they were ready. 

fll.! .Jr. : But in the meantime the Bank ot England dld 
not think anything would happen 1n France over the week-end. 
Up to that timo the British people had not spoken to the 
French regardi ng our last converEation? 

Bowley : They have not spoken to the rrench about thle 
oince our last conversati on . 

~.: I think the French are terrible nervo11s . The 
meeen~ich I sent them was this: I appreciate th~t when 
BlUJ:I says he does not want to devalue that he 16 talking 
abo11t t he internal situation and I realize that he i s tnk1ng 
tor internal consumption, but would i t not be an entirely 
different thing it we wtre talking an 1nternat1onal monetary 
situat\on with the possibili~ ot the three countries get­
ting togetner and would be care to consider that? The 
news I got back this afternoon wao (and this io not Blum; 
it 1s the Ulni ster ot Finance) , he is eo atrai d that it 
rumors thRt he might be considering devaluation got out , 
he would have to resign. I t is so confidential. ~ 
aeeucpt i on was correct, that what they wer e talking abo11t 
i s internal, but that if t nere was a possi bili ty of arrival 
at a world agreement t hat they would listen. rne French 
would like the United Stat es , a nd also the British (of whom 
the French are particularlY a!rs 1d) t o sound out Holland 
and Switzerland, who are t heir partners . AnY agreement 
which did not also include Holland and Swit~erland , they 
would not be 1ntereated in, but they themselves would not 
sound out anybody. Then the rrench t alked 1n tera• or 
t.y1ng the currencies to a world price level. t' asked the• 
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what t hey meant and was 1n!ormed thAt it was a new way 
ot put t ing it -- socething that the French people would 
accept . It does not mean anything to me and I do not 
know whotn.er it means anything to you. 

Bewl PY: It does not. 

HU,Jr.: It simply means a suggestion has been given 
to the French which is entirely different trom anything 
which they have ever said publicly and the suggestion made 
i s acceptable it the five nations agree . or course, the 
French would stabilize at a !!xed deval. uation. Cochran 
ays that they have got to talk in the way of taking a 

halt etep by basing it on world prices . I asked two or 
three times and I did not understand. The big thing I 
will t ell you is tnat the French Governaent is willing to 
t alk and they say, although we are publicly pledged not to 
devalue we are r.1111ng to talk but we will not sound out 
anybody but would like the United States to do it and 
France reels that betore they finally sign they would 
have to tell Russia. 

Bewley : It seems irrelevant. 

H!.l ,Jr.: Because the Russian ruble is tied with the 
franc. 

I am taking the attitude that your Government and 
ours are trying to get somewhere. If I told you this 
Just before you sign, you would say (shrugged shoulders). 
If we get so111ewhere on a world agreement, it can ' t be but 
in Russia's interest because ehe has so cuch gold to eell. 
I am going to go ahead, and at Basle tocorrow I BD going 
to have IllY man talk to the Sw1Bs and Dutch and not to 
your people nor to anybody else. 

BewSey: we do not want to have two channels. 
is Justetween toe Tr easuries. 

ffiU. Jr.: I told h1m absolutely not t o t alk to Norman. 
Up to now he has been one ot our big hurdles. It 18 
simply between the Treasuries. This is the way I see the 
picture: at the moment, Great Britain and the United 
States are both 1n a boat. We are going down a T&r:Y 
turbulent stream. You are rowing an oar and we are rowing 
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an oar. rrance is swi mming tor her l ite wlth her head 
Just above the water . We have three empt y oarlocks , one 
tor rranoe , one tor Holland and one tor Swit~erland . I n 
the meantime, it Just so happens and bot h England and t he 
United States are r owing i n the same direction and I hope 
that we will be able to reach Franoe befor e she s t nks . 

over the week- end we did what we did ~ year ago . we 
told the Bank ot France that we would, 1! necessary, take 
$25,000,000 worth ot gold under earmark. Up to t onight 
tbey have on board boat $22, 000, 000 1n gol d whi ch has not 
yet been sold. ThiB tnlng is so bad i t may blow up tn 
our !aces be tore we can move. Her e I am t ry 1ng to do 
t.nU thing and what I want to say 1s that we have bot.n, up 
to now , been rowing the sa£1e way . I 8£1 telling you what 
I have done . I t the Brit ish Treasury~ any·euggest i on 
on what we might do further to keep this situation gol ng, 
I would be glad to receive their suggestions . I ! our 
Stabilization Fund can do anything pending this agreement 
I would be glad to receive suggestions So that you may 

know, I am telling you that this $22 ,000, 000 i s shi pped to 
build up a tund ot $25 ,000, 000 ot gold in the Uni ted states . 

I hope that you have other ways than cabling t o com­
municate wi th your peopl e . I hope that they will have 
t hls informati on when they wake up in the morning. We 
have been told that you have 12 , 000,000,000 trance gol d 
earmarked 1n rrance . You ought to have the aut hority t o 

' phone ::Ogland. 
BewleY: Yea , I have. 

tal k to rrance to­
I !eel tnat we are HU.Jr .: 'lfe talked to you. we 

morrow. We wlll talk to Holland . 
making real pro~eas . 

BewleY : Have you envl oaged any pr ocedure between 
tne t1ve countri ee? 

H14 , J r .; I do not see how we have t he t tme-

B~wley: I do not s ee now t ner e i s time t or a meeting 
bore and 1 J ust can 't l eave t he count ry . 

HU.Jr . : The onlY way I can see is t o do it the way 

we are doing. 
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BewleY: What you contemplate, really , i& that your 
man a t the International Bank will f ind out what be oan 
from t he other countries and the next move will be between 
you and FrMce? 

HJi..;U:.: I do not feel that w8:;/, but the French seem 
to thrnx:It ia bopelP,BS to get together with you. 

BewleY: I do not mow whY that should be. 

Hl!,Jr. : The !.11ni st.er of Finance i s Just petrified 
that t his will get out. 

Bewley : We will use every eeorecy t hat thiS will 
not get out. 

ijH.Jr.: At least he 
not tni nk of devaluing! 
tbeoe otner countries. 
interested. 

did not S8:;/, WhY no! We would 
What he enid wae, Sound out 

I t they are interested, we are 

When I do near from Holland a nd Switzerland , I will 
let you know. In t.ne meantime, 1! your Government baS 
any suggeat.1ons as t o what our tund can do, let me know. 
Our banks have done everything over t he week-end to keep 
tnia thing stable . 

~ewley : I am afraid that the French will Just l et 

thiS thing drift . 

Hlt.Jr.: Oh, yes! 
I rorgot to tell you that the 

1 Poee1blY some Saturd&Y morning 
Finance U1nister sai d , 
we can do t hla.• 

BewleY : That ~uta it ott t or a week. Tne chances 
or complete secrecy with rive oountries involved is quite 

bard . 
HY, Jr.: If rrance wants to tell tne Ruaa1ana before 

she agrees, that iS her bua1neae . I can only suppose, 
if t he French are particularlY afraid or tne Bngllsh, that 
they would not take t he t wo hints . 

~chbead: I do not think they will devalue, but will 
proba 1y dri!t. 1ntO exobanse reatr icti ona . 

Regraded Unclassified 



Bewley: Have you any idea how much more gold 
theY would be willtng to let out? 

Loohheed: They always speak about matntaintns a 
a war chest . 

HM,Jr. : The net figure we use i s 52,000, 000,000 
france tha~ they have now, not counting the money you 
have earmarked . 

Of course, you ltnow Tannery u out. I f their bank 
clerks go on strike and if transportation facilities are 
suspended, then they are Just going to let this thing 
drift . Then it gets down to your fund and ou:-s doing 
what we can. 

Bewley : 
while I can. 
week- end. 

I had better go end get my telegram off 
I hope the British are not away for the 

Hli .Jr. : The President 1s leaving Monday midnight 
for an eight or nine day trip and after Uonday it will 
be very d ifficult to reach him. 

Bewley: We had an answer yesterday evening. The 
Chancellor of the Exchequer w._nts to t hank you for your 
l etter and, secondly , he wants to say tba t he thoroughlY 
agreed with tne idea that it would be much better for France 
not to put on restrictione. 

RU.Jr.: His idea on that seems the same as ours. 

Bewley: But the actual proposal which you made seems 
to present some difficulties to him. 
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TREASURY DEPARTMENT 

..... .lime 8, 19:16. 

MoCJt!.nc &t Secretary ' s heme , 9 to ll•liO A. II. , June s 19361 

( continu&tion of meeting which &djourned t'r!day eveuinl;, 
June 6 , t.t 10 :30 P .V. ) 

Preaent: Secretary Morgenthau 
Aasiatant Secretary Taylor 
llro Earl Bellie - J , W, Sell.pt.n 6 Caapan;y 
llr. S, Parker Gilbert - J , P, J.lorgt.n A CCIIpecy 
Gov. G. L. He.rriaon, l'edert.l Reaene Bt.nk of 1!. Y. 
lllr , L. W. Knoke , Federt.l R .. ene B&Dk of flew York 
llr. P.obert Loree - Guar&Dty Truat Ccape~ 
l.tr. 0 . P. JlcC..u - B&Dkera Truat Cooopa.ey 
Jlr , Gordon S. Rontechler - llt.tional Ci ty B&Dk 
llr , Leo N, ~w - l!t.tional City B&Dk 
ll.r. Siegfried Stern - Cllaoe Nat ional Bank 
llr. John l'fillillliS - Federt.l Reserve Benk of l!n York 
l.!eenrs , Bau, Lochhead, &nd Vlhite 

!Jr. Gilbert arriTOd t.n hour arter the meetinl; bogen. 

Tho Secr etary opened the l!leetinl; with ate.t1111ent that n"" they 
ht.ve boon thinking on tho .,..tter he would be gl...S to bear e.n ezpree-

eion of their viewa. 

lllr , llcCacaa apoke firat; ate.ted that he wiahed to otter scae­
tllinl; to ahoot at and eaid be ft&ured a reeaonable dollar-atorlin&­
franc r t.tio would be between $4. 76 t.nd t 4. 90, witll a t'rench dew.lua.­

tion of 26 per cent trca parity. 

lllr. Loree then ate.ted that he t.nd aewrt.l othera, inoludinl; 
J.!r , Bailie and Jotr , Rentschler, had been talkin& the matter ot paritioa 
over and felt th&t aterl1ng &t ~4 .86 - whioh had the etr011g t.dwntase 
of being the traditional rate - a ppeared to tb1111 to be tile r eaocmable 
one. rhey &leo f elt tll&t the fre.no •ight denlue 26 per cent without 
hurtin& the United states. )lr , Loree atrooeed the opinion that i t &DiY 
arr&D&•ent -• to be atttlftpted -- whioh he beliond would be hi&hlY 
deairable - it ahould be with Engl&Dd &lone . t're.noe , be atated, -.. 
leaa iaportant to uo e.nd tho French would doubt len ft.ll in 1 iDe 
&rter the ater l1ng- dollar arr&n&•ent bed been eettled 1 Eaglt.nd, be1ng 
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llleatill& on June 8, 1958 - 2. 

aore inter .. ted in the t'J'.no, oould tllke oue of the t'J'Ulo, He reoao­

aended that the le~ in the aterlin~-dollu rate be a1ailu to the 

old gold pointe - i . e ., a pproxt.ately plus or minus one per oent , 

tb1e would ul<e t he storlin& ran~e in Nn York approxiaatoly U o8S to 

$4.89. 

The Secretary alllced whether eo narrow a r an&• could be ae.int&ined 

at the start . Be wondered 'llhether it mi ght not be dedrable to begin 

with a rider range and then nerrow it ahould ennta later juatify a 

narronr spread. The Secretary in hJ.a quoation apecitied that he waa 

for tho m0111ont poetponing the queetion of a partioulu level of the 

rate, and that h1a dieoueaion or the spread waa not to be interpreted 

th~t he neooaoerily acquioaood with the t 4. 88 recommended by »r, Loree. 

Several present , including llr. Bailie, lolr. Rentaohler, ).7 , Stern, .nd 

lo:r. Shaw, atated that they -&reed with the Secretary that a ,....-,.t 

rider range would be doeirable , They felt that the Secretary• a tenta­

tive l llf>;;&rl ion of J.i or 2 per oent epread either aide of pu i ty 

woul d be better to .tart with . wr. Lochhead alllced llr . llcCaue whether 

he still felt that the ride range• he rec.<~D~~~ended eerlier were to 

pr..,.il on all three ourrenoiea , llr. lloC,..a appeued to be influenced 

by the ca:~~~~ente made aince hie eerlier rflllerka and stated that he 

thouGbt a narrower range thU! the one he firot ausgeoted would be de­

airable. 

llr, Rentschler then expreued !)io a&re•ent with llr , Loree that 

it would be illlportent to get the dollar-oterlin& aatter eettled, but 

ho also felt that an attcpt might be made at tho acoe time to include 

the t'J'anc . Bowenr , he too belieftd, he said, that it wou.ld be wtae 

t o lot England tlllce the 1n1t1ethe in the oeee of lranoe ainoe Eaf;land 

wae more interoated in tho leTOl of the t'J'anc than we ue, Hie riew 

wae that the Secretary oould indicate t o the 8rit1ah that 1t it were 

all rir;ht with th.,. a 20 per cent denluation would be a&reeable to 

ue, or an,ything aoder ately abon that . 11' t hey felt it ohould go 

lower we would be wil lin]; to go aleng with th• - h'-• riew being that 

the Eaf;liah being more interoated t han we in the t'J'anc dtuat ion 

would be in a better poait ion to detenaine the rate, Should the Br itieh 

inaiat on a h~her t'J'ano r ate it would be the 8rit1eh rather than the 

United Statea who would han the onus of deoaanding it , England hartnr; 

a bir;ger .take in the t'J'anc dtuation, oould be depllldod upon to get 

the boot reeulte. (I think »r, Loree expreued eilllilu rt-.. ) 

The Secretary atated that the lr1111oh han r eelllltl7 OGOe out for 

a prou• "t "reflation" without devaluing the trano . He ..-1ttec1 

he could not underetl&nd whet that aeent Uld JeqplngJ.7 ulted 1t ~­

one would explain it. Senral ateted that both together 'ftre lapoa­

dble, llr. Renteohler (and/or llro Shaw and lllr. Stern) atated that 

•retlation" without denluation -ld ao-r or later bring Pranoe 

fo.oe to teoe wttb her budget dittioultlee and ne would be 'IIOI'ee ott 
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t lwl ewr. !he ccmoen.ua of opiDian .... that a pol1oy of retlaticm 

oould not posaibly work unleaa preceded by or aocoapanied by deY&lua­

ti=· 

l!r. WUHOIIla laid that if the French dnalued and pursued a 

policy of reflation soaewbat 1b::dlar to what oeourrecl. 1D the United 

St«toe France• a oaapetitive position would be lua un!'aTOr•ble to 

ua. Be eaid that a pro~:r• of reflation tollowillg d.,aluation would 

be a deoirable thin& lrCIII our poiDt of rln. 

'fhe Secretary etated that the French at the a.-nt did not ap­

peo.r to have a definite monetary policy but that he thought h i&)lly 

ot Profeuor Rillt and he underlltood troa R111t that deY&luation waa 

desirable for the franc, Someone poiDted out that Riat ...a cloae to 

Blua -- I believe it was said he -• probably hia eoonaaic advi1er - ­

and that the recent speech by l!illt was a dnioe •ployed by Blua to 

pe.ve the ""¥ for deflation. The Secrlltary asked if Myone knn axt;Y­

th~ about the new Governor of the Bank of PrMce, Labeyrie, 'llho 

replaced Tezmery. None had &ey in.t'onaation, but l!r. Knoke and, I 

think, llr. GUbert, expreaae4 the view that he had the reputation ot 

helD& the beet of the Lettieh bankers . 

At that poiDt in the dilcu .. ion, the Secretary laid he would 

tell th• t'l"anlcly what the situation •s between the British md 

hiaselt. lie eaid that tor two and a half years he had been att•pt­

ing to seoure a channel tor quick and frank diecueaion with the 

Britieh, and that the British had been cold to the att .. pts , llewr­

thelesa, he had continued to aalce the effort for the lake of the 

interests of the United States and that very recently efforts haw 

been ouooeaatul, and there ie naw a olear path to and h-am the Britilh 

Treasury tor an intoroal exch~e of rlewe , fh11 opening up or a 

channel for euy co-operation <>onltitutee an impGrtont first etep. 

Be atated that sCI!Ie idea of the iaportance of the poiDt pined could 

be deduced nom the tact that the State Deportment had 1Dfoi"JJI84 hm 

it was the aoet ilEportant dipl.,...tie atep that bad happened in three 

year a. 

'fhe Se<>ratary aaid he wa1 very glad to hear their rl .... &I to 

what procedure to take with regard to tt.e eterling- dollar r atio, and 

aa to tho pro1peot1 of and reaacmableneeo of particular r ates of 

i'l"ano deY&luation and would naw like to haw th• g ive their adrloe 

an a speoitio probl•· He podted the tollaoriJI& que ation• Suppo1ing 

llonde.y mornln&, or 1.- other •ornln& 1oon, the Pr•ob wer e to de­

clara an eabargo on gold1 .tlat did they think would happell (a} to the 

t'l"ano, (b) to aterling, and (o) to the dollar! 

llr. stern epoke tiret 1D repl;r. He aaid that in hia opinion 

there would be • ..,. exohm~ reetrictiona iapoeed but , nctwithatandi.n&, 
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the tranc wuld deprechte in tei'IU of aterU .. nt;, and thet eterlint; 

-.J.d, in tum, be atroll£ , rie1ng eCIIlnhat aboft .5. 00. Above thet 

point there would alao be a d .. t.Dd tor dollars and aa sterlill£ roae 

above $5.00 there would be aCIIle movement frOID sterlill£ into dollara . 

But as the trano depreciated aterling, he thou$ht, 110uld _.....,, and 

sterlill£ 110uld begin declinill£ in terms ot dollars. As the tranc 

depr eciated there wuld be some tendency for tunda to tlow back to 

France which 100uld serft to cheok the tranc cloiprecietion. llhcm the 

tranc bed reached s0111e point 20 or 25 ~r oeut below, they might, he 

felt , peg the tranc to eterl ill£ . Be alao eaid that 1t the political 

situation got worae, or if tho franc continued to depreciate, un­

eortaiDty might apread, and that there would be a deaand tor gold. 

The eituo.tion would be bad it it continued in that dir ection. 

Mr. Loroo oxpre11od tho Yi., that he thought storlill£ would de­

cline and not rho. '!be Secretary quoaticned h illl again on the point , 

sa,yiJI& that h i s Yi., seooned to be dU'fereut trca the Yiewa expre .. ed 

by most of the othera. In the enau!D£ disouasion it developed that 

all who expreased an opinion on the subject, except ~. Loree, 

thoUGht there would be a bulge in the aterling -- that ia , it would 

riae sCID8What -- and later decline. llr. Lorre thousht there might be 

a bulge but it would be very abort-lived. He added that no one could 

tell whet would happen with storl!D£; it ,..., an uncertain aituation 

and anything might take place. '!be difference ot opinion aeaaed to 

be chietly one ot timo. Kost of those present thought the rise in 

sterlill£ would la.st a. little l onger t han it a.ppearod lolr . Loree dido 

All of the ban.kers expreued th ... ael ves on th1e poiDt except, I think, 

llr . Gilbert . 

'!be Secretary then add that he would lilt• their views on another 

importo.nt matter , He then put this question before th ... for their 

oonaideration: 

Should we on ~onda.y morniDg be confronted with a ditfer eut situa­

t ion, i . e . , France might, let us sa.y, deola.re an .. barge on gold . 

Juet whet steps did they thinlc he ou&)lt to t t.ket '!be Secretary aa.id 

he would like to get everybody' e opinion. SCI:l8one auggeeted tha.t 

they would like tho Treasury' a Yi., on acme of tho thinga tha.t hall 

been eaid. fhe Secretary stated he would first like to hear tram. 

the private bt.nker a , with the Federal Reserft Ba.nk Dllxt, and then 

the Tr ea.aury l&et , and li.U(l)lill£ly augseated thet the or der of the 

Federa.l Reeerft Board coaing befor e tho freuury waa th" uaual 0118 . 

l.!r , lloCcaau stated he did not ••• erq ued tor -diate action, 

tha.t our position _. very strong and we could euily ~t a few dqa 

before anythln!; _.. a ttepte4 other than conftrlationa. 
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lolr . Loree then apolte . He aaid in hie opinion the thinG to do 

wu t o lit tl.&ht Oftr the -..elr;-end with re.:;ard to &liY operationa, but 

to proceed with an underotand1n& with En ·land looking forward to a 

t entat1To oettl•ent. Honnr, he again etated that tho important 

situation waa with England. He reiterated hi• former pooiti OD -­

IW:Iely, that the important thing waa not the Fl-ench lituation, but 

the arrt.J~&•out with England. He later expro11ed the Tii'W that the 

gold market should be lett opOD f or England 10 long as ocae progreu 

waa beint; made in the oonvereationa. 

lolr . Rontaohler likewioe adTiaed sitt ing tight onr the weelc-encl 

1n tho enut of a Frenoh t;old embargo , and atreued tho need of an 

hour to hour polioy ainco it i1 not at all certain what would happen, 

and tho policy would have to be adjusted to the turn of ennts. He 

added t hat he thouc)lt nothing atartling would happen over a tow ~·· 

lolr. Stern thOUj;ht the Treaeury OU3ht to ait tight, but it necee­

aary to land gold to England againat earmarked gold abroad , to aToid 

an:y sharp rise in the rateo owillj; to lack ot t ransportation taoiliti ... 

He oug;;eoted a similar arrang•eut to that which had apparently taken 

place mth France earlier. !he Secretary atated that they alreaq 

had an &rn>.ngl!nlent of that kind with Franco over the preaent week-

end, bitt no c.....U~t had bo0111 cade with regard to ~ey other period 

and a ailllllar arr&ngl!nlout could be ~~~ade with Ellj;land. 

lolr. Bailie &leo adrlaod that we sit tight , bitt at the allU t1.1oo 

t o pren tornrd with talks with England and keep up tho connraa.tiona 

l ookizl<; toward an at;r eeaent enn thoU&)l eftorte proTO uniiUcooutul at 

tirat. He adTiaed being peraiateut in the connraationa but did not 

favor pormittin<l; &old flows to England. 

lolr . Shaw alao reoor.mended aittine; t~ OTOr the week-end. 

llr. Gilbert strongly faT() red openin& the gold market to England 

and Central banks or Troo.oury Departments of other countries at once 

and keepin(; it open so lo~~G a.a there exiated an:y chance of auooeaotul 

co-ope r ation. He thought it would be ID e r ror not to open the &Old 

ma.rkot 1n the United Statea while the oonveno.t ions wero goinc on1 

that in t he abaenoo of an open &old a arket the tluotuetiona lllight be 

TOry upsettinS and that i t mi&ht be very difficult to control the 

dtuetion attor it once got started. He aaid we could aftord to be 

generoua and that the conTOraationa could not be quickly conauzaated 

- a i&ht drag on tor several d~a or aovoro.l weeks - but that during 

that period it would be extra:oly desirable to han an open gold 

market ao that gold could be aold to all Central ilanka and tre-..urlu. 

He thought the chance• or an underotanding with En~;land were TOry 

exoelleut , did not autieipate ~ey d1t1'1oultiea , and 11housJ\t it -.lei 
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be tblle encu&h to etop aelling r;old 1t ~and definitely aho"d no 

deaire to co-operate. 

1/r . l!arriaon apoke at le~h, takl..nj; the "'sition aiallar to 

Gilbert •a. Be etated we ought to open our r;old aarket to Central 

banks and treaouriee durl.nr; the oonveraationa. Be thought it .,.., a 

aplend 1d thin& the ~ wu open and be lined the con'ftr eatiou. ought 

t o continue, but that ,.., ought not to be •.,.all" in bandlinr; the 

utter . He was of the opinion that ,.., ebould permit gold to mon 

out until it wu definitely certain thore 1IU no poulbllity ot an 

u.nderstandJ.nr;. Be bel1ned, u did Gilbert , that ... would find the 

Ell&ll•h quite ready to come to an underetandinr; with ue . 

llr . Taylor expreaaed the view that it would be eutfioient to 

open gold to only England J ther o 1f&S no need ot taking 1n tho root 

of the countriea at this tine. 

Tho Secretary answered Mr . Ha.rrieon to tho ettoct that be did 

not agree with him ... ehould open our gold market and did not teel 

we had in an:t ~ been • ~~:tall" ; that ha bad been aoet generous and 

most patient with the Brit1eh, but be did not think it doeirablo to 

sin a~ the trump card he held 1n hie hand . In oOIIIm&tltin3 on 

Gilbert 1 a remarks that we could etop eelling &old 1t the Britiab did 

not agree, the Secretary said he thought it would be a bad thin& if 

we closed our gold market to th""' after it had been openedJ it would 

be bett er not to start at all . S......ral ot the nen present agreed 

with 111111, including Shaw, Stern, and Rentschler. 

J:r . Gilbert expressed the rlew t4t be did not thinlc the 

Secretary .,.s siv1nt'; up any trump card ainco be could al~s stop 

aell!.nr; r;old and thot it .,.. underatood the pol icy would be one which 

would be aubjoot to chango according to oondition.a . 

l.lr , Gilbert aaid we muet not thinlc .,. have the upper bandJ that 

tho Britleh are nry abrewd and they doubtleu e>ould ..alee tbinga 

ditfie>ul t for us . They could let the pound depre<>iate , He preaaed 

again for the maintenance of an open gold market during the conversa­

tion& 'IIIIich he pre..aaed wou.ld oont1nue. 

The Secretary eaid that be bad frequently etated be -• on a 

24-bour pol icy and that be baa ueed thet oxpreuion to ""'an t heir 

policy .,... flexible, but it ooulcl be adapted to whatner new dtua­

tion appeared J that it did not bllply the abaenc• of a policy. 

The Secretary etated that obrloual;r ... eould not &1ft UQ' 

guaranteea with regard to their policy, but Vandenber & tha da:r 

prerlou.aly bad aeid a tool1eh thing -- -ely, tbet tho I'".red-

dent aay wke up -• •orniDs and dnalue . The S.oretar,' 
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aaid 1r Vand~rc belinoa that he ia abaur1. 'l'ho Secretary atated 

that he did not moan th8J'o haft not been tool1oh thi.nc;a aaid on tho 

other aide, but that Vandenberg had aaid thia and it was ot aomo aig­

illioanoe. 

llr. Knob telt thAt it would be neoe81ary to help ate!" ling out 

booauoo it thoro were proaaure on aterltn& they could not atop it 

without buying dollars and that they would hesitate to bu,v dollara 

beeiWSO i t would be paper lloney, dnco they 00\lld not got sol d . It 

would help matton a groat deal, he thought , 1r tho llnited states 

would co - operate and let ecce gold out . 

It wu augsoeted by !Jr. Loree tha.t a pot or 50 million dollaro 

each by tho United Statoo, England and Franco be 11t.de up an.S that 

.men that was used up in koepinr; cUl"J'enciea within tho .,;raad-upOJl 

r &n&o tho situation could be canv'tuoed again . 

!Jr , Barriaon, after hoarin,; tho Secretary' a dilegre«::llllt with 

his position, dotonded hia tonner position at considerable lencth, 

but he bo~:an to fJ.ter it al1ghtly and p laco more stress on the 

no&otiationa and upon tho tact that the gold sales could be con­

tl.nsont upon an oxpresaion by deed or _.-d ot co-oparaticc by tho 

British. By tho ond ot hh talk he a&l!lr1ed to approach core cl osely 

tho view oxproosod by llr . Rentschler, !.!r . Bailie, and J.!r , Sh..., tha.t 

tho Sooroto.ry should not do anythinG unlo88 there was aano indica­

tion tl\at the Br itish wero likewiao doaonotratlng their willlngnooa 

to do an equal acount . 

}.lr, Rentschler , 11r , Bailie, llr , Stern, llr. Loree, and Mr . 

Harrison stressed the t&ot that the Secretary ha.d a trump card only 

t.r be uaed it in tho prhilece ot aending cold to En;;land, 

Tho Secretary asked if gold wero shipped could it be done pub­

licly or privately, addint; that he would bo oppoaod to ~ publ ic 

atataumt, »r, Rentschler and J.:r . Stern thought th&t it could be 

done privately, merely ee.naarJcing tho sold out ot tho Ste.bUiution 

Fund without ~ notice beinG chen. It tho matter were treated 

conti dontall y , it would b e euior to withdraw it tho no&oti&tions 

toll through. 

Tho Secr etary thanked th .... &11 for their ,..,.roue uaiatanoo 

and advice, and add h e ma,y find aa the aitu&tion denlcpa the.t he 

llt.Y wiah to e.ek th• to &&thor again to diaauaa the matter, 

Regraded Unclassified 



Sunday , June 7, lQ;5& 

HU,Jr. took to the White House three eete ot papers 
to be signed by the President: 

l - Public Announcement -

~
A) Press release - President 
B) Lett er to Federal Reserve 
C) Letter to Assay Office 

Bank or New Yor!t .. Presl.dont 

· II - Sale without announcement 

(A) 
(1. For sale to Bank o! England 
( (2. For sale to any foreign Governcent or Central Bank 

(B) Letter to Assay Ottice 

III - Sale trom stabilization t und 

(A) Letter to and authorization trom President 

The Pr esident signed the paper s and asked 1n whose care 
they would be put. HU,Jr. t old him that he would put t hem 
in urs . Klotz ' care . The President eni d , "Will you tell 
urs . Klotz that it anything should happen to the President 
or the Secretary of tho Treasury that I (the President) ea1d 
she should destroy all these papers? I t 1a up to her to 
destroy these papers . • He also aald, 1 The last one I want 
you to use is II-A-1, which i s the agreement which would 
give Snglend exclusivelY gold. 1 
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June a, 19311 

Bewley came in to see the Secretary at ll o ' clock this 
morning. TRYlor and LOcnhend were aleo present. 

ThO following is stenographic transcript of the con­
vereation at the meeting: 

Bewley: We had an answer yesterday evening, but it 
was too iate to do anything last n1gnt. 

The cnancellor of the Exchequer, t1rs t of all, wants 
to thank you tor keeping 1n touch and telltns ~ ~bat you 
did on SaturdaY and, secondly , he wants to say that he 
t housnt it would be much better tor France not to put on 
restrictions of any sort, but to go ott eiiiiPlY and devalue. 

Ae regards the actual proposal wnich you made, he 
eeee some difficulties . He does not like, 1n tne first 
place , the idea or anybody outeide the British authorities 
speaking for British policy . That I don't think is a 
matter of fundamental importance because 1t iB obvi ous 
t hat nobody likes anybody else to apeak for their policy, 
but 1t 1s clear you could speak here tor the American 
policY and he on the British. It dose not seem e matter 
of fundamental importance. 

But on the question of taking the 1ni t 1ative in making 
a de marche to rrance, he felt rather differentlY from you 
on that . He felt that the French Government, the new 
Government, has not approached him i n any way at all about 
their policy . There has been no cocmunication between 
London and Parle about their monet.a.ry policy since the 
new Government came in. The present position, as t ar 
ae t hey know in LOndon, is they hope to reoain on the gol d 
standard, and the Chancell or reel& tnat i t mtgnt be very 
embarrassi ng t o make a de marohe to rrance or to take the 
matter up with t hem i n a way wh i ch mtgnt poesiblY be r ep­
roocnted ae trying to push them off gold. He feels con­
Siderable doubt if , 1n t he present circumst ances , the rrench 
would welcome a st atement of tha t sor t unless possi blY t or 
the r eason that it would help them to shift the responsi ­
b ility on to other shoulder s , which clearly would be em­
barraeaing to all concerned and hi S conclusi on, ther efore, 
is that he 18 rather reluctant to take the initl.at1ve h1m&Blf 
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at present, but if the French should approach you in any 
way , be wo1ld be perfectly willing to di scuss the posi­
tion with them. Perhaps I might dare to add myself 
that the French officer in London -- he drU'te in and 
out of tho Treasury a lot so it would be perfectly easy 
tor h im to raise the point if the French Government ~nted 
to without any possi ble 

Hli.Jr .: What is his name7 

Bewley: Uonet. 

llluch 
fQl~8• e: bietloiciBntally , either U~net talks too dallln 
Orei says thinge which are Juet unbellevable. 

I don ' t know. Is that your impression? 

BewleY: I have seen eo little of him. 

HU.Jr.: He has been saying some of the strangest 
t hings . They don 't seem to fit 1n at all with what h1B 
Government believes. 

Bewleh: No , I don 't know at all. 
times out ere. 

I met him a few 

Hl! ,Jr.: He seems to tal.lt pretty freely on what h18 
Government thlnke . Let me ask you this: I don't think 
at any t i me I suggested that I ~anted to talk tor the 
Br1t1oh. 

BewleY: You were saying you would make a etetement 
here of policy and I thought your at.atement immediately 
covers what we bad said. 

(HU,Jr.) 
LOchhead: Yow said something that you m1ght speak 

in this room but with you and they being here, Bewley 
would speak tor the British. 

HU.Jr.: I said that you would be here representing 
Great Britain. I wish you would clear that up. 

Bewley: Tholl was not a fundamental thlng. I t wee 
in his telegram so I thought I would mention it. 

HH.Jr. I thought you might mention to h111 that you 
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asked me wnere this could t~.e place and I said it might 
teke place with you here representing Great Brita!n. So 
would you mind? He might think I wae t aking on mor e 
than I should. I am going to continue to be !rank. I 
don ' t know the European sit uation and tney all seem to 
be s o terribly atraid or your country. I don ' t know why. 

BtwloY : Yes . 

HU.Jr.: And certainly when Auriol spoke (although 
ne 18 not one or the Balt11110re varieti ee), I greatly doubt 
a t this ttme 1t he would be wllling to -- but let me back 
track a minute. Cochran did see the Dutch and the Swiss 
yesterday . 

Bewley: Yes . 

HU.Jr. : There is a long cable coming now which he 
sent this morning, but he told me t he sum or it . And t he 
Dutch attitude is that it they could devalue 20 to 2~ 
and the Swiss about the same, knowl ng that the dollar and 
pound sterling relationship would stay practicallY the 
same , they would be very much interested. 

Bewley : Yes. 

!l}.!. Jr.: Again, what would England do? 

Bewley : You say t he Dutch said this or the Dutch and 
the Swiss? 

l:lY....!l!:. : They both said it - - the Dutch and t ile Sw18s 
would-rrki to devalue it theY telt t hat sterling (they 
particularly mentioned sterling) would not drop below - -
t hey mentioned 4 . 86. 

BewleY: 4 . 86 to the dollar; yes . 

~~. : You see , the way they talked-- I have not 
ln the-&IIghtest way i ndicated tnat I nave talked to you. 

Bewley: I see. 
!UL..lr..: And they say, 1 0h, we don't know what the 

Engl18b""ilre doing. • And I don 1 t g1ve them an.Y 1ndi cat1on. 
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But here ' s the way it stands. Pending this cable, which 
I under stand is s ix pages long and which has not come in 
yet , it &Oount s to practicallY thi s : the Dutch and Swie~ 
o.nd French have pract.icel.lY all t old us that 1t they could 
get some assurance from your Government that t hey would 
not have a depreciation war , t hey would l ike to devalue. 

Boyl!ll' : Yes . 
HU,Jr. : So everything we have done up to this point 

U encouraging. Now I think the t hi ng we don 't want to 
do - - let's thi nk out loud-- is to ~et t o the poi nt where 
we eay we won't take the initiative ond the French B&J we 
oart\becauae we are publiclY committed against devaluation. 

Bewley: I s it poss i ble t or either t h e Dutch or Swiss 
to take it? They have reasonably s trong Governments . I t 
does seem nataral t o me t hat if t he Governments ' real f eel­
ing i s they can' t do something because of something that 
another Govern !Dent might do, t he natural t hing to do is 
to put out some sort of feeler to see 1f there is any basis 
for tho.t fear . 

I:IMd_!'_.: Lot 1 s Just t alk . You think the Dutch -­
eyes or-the world are not on them Just now -- that they 
might t ake the initiative and sound out Great Britain? 

the 

Be~ey : I don ' t l ike 
sense t t they mi ght, but 
in their doing it , if that 

to say i t 18 likelY 1n the 
I don 't see any real difficulty 
is t heir real difficulty about 

going off gold. 
~. : Because our connection over there, with 

the Bo:iik-and the head of Holland 18 very good. ur. Tri PP· 
I t i sn ' t the Treasury . I t so happens that the connection 
i B with Tr i pp . And I think Tri PP stands very well on t he 
Continent. 

Bewley : I think he does ; very well. 

1-DL..!l.r.. : What would you think of t he suggestion 1f 
I sen~d back, would Tripp be willing to take the i niti-
ative on t his thing? 

Bewl~: I would not l i ke to euggeet where the 1n1t1a­
t1ve ahou come from. I don 't teal I am 1n ~e poa1tiOD 
t o do that. 
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fiH .Jr.: Someone must, because we have taken the 
initiative up to now. Let 1 a be frank . Your Govern­
ment says they don't want to so any turtner unless they 
are approached by one of the Continental gold bloc. 

Bewley: What they said was rrnnce, but presi.IIIAblY 
tno thing applies to the other countries. 

Taylor: !!ore particularly with France t han with 
o.nybodY else. 

Bewley: I imagine i f France chose to act thrOugh 
the Dutch, I can' t see thAt there is anything, 1n prin­
ciple , d iffer ent 1n the two . 

RU,Jr.: Here's the situation all three gold bloc 
countries all eay they are willing i f your country and 
ours did not cut under. 

Belfley: Yes. 
HU ,Jr .: You and I have never talked what the level 

is or cross rates and it's too early to get down to that, 
because after all you have to eay, we have a figure in 
mind and you have a figure. 

L~ . Bewley: As a matter of fact, your Government 
might figure tor France slightlY lower than this. They 
said they thought a reasonable figure would be 15 to 2~ 
out 2~ would be tne 1118.Ximum. 

Hll .Jr.: Did I give you a figure? 

BewleY: You sa!d 20 to 3o:/>. 
HlL..l!:_.: I am going to revUe that because I have 

made ~ ot a tudy since then and I would like to say 
tor the moment 15 to 2~. 

Bclfley: That's exactlY t he same ae us then. 

ror the moment I would like to say 2~ il 
but we are not very tar apart on that. 

Bewley: No ; clearlY together on that. 
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~.Jr. : Above 2~ would be tmpoaeible. We could 
not s tand tnat. But you B&;/ 15 to 2~ a.1d a maximwa 
ot 2~. Well •.. 

Loohhe~d: You were saying that differ ent people have 
been sa;J1ng 20 to 3o%, but af t er that you asked our own 
peopl e t o t tudy it. 

Bewley: Oh , yes . 
you threw out . 

I understood that was onlY a reeler 

lm......l!:·: our people ea;J 15 to ~ would be ideal and 
I couiCI""DOt say today that -- 1! t hey eaid 2~ today, I 
could not ea;J yea, but ~ is too ouch. So we are again 
toget her. 

Bewley: Yes ; we are together on that. 

ffU ,Jr. : I am glad we brought t h i s up. 
it , but i t means eo many rranos to t he pound 
i s the relation or the pound to the dollar . 
so muny hundred rrEUtos to t ne pound •. 

I can 't quote 
anC. then there 

I t works out 

Lpohhead : Not quite a hundred, but that ' s the way it 
works out. 

HU Jr. : I! t hey devalue 1~, your cr oss rate i S so 
ouch anA ours 1s so much. I have to call 1n technicians 
on that , but t.hey have it. all worked out. and i t also brings 
i n a definit e price or ster ling in dollar& . You go r ound 
but you enter the same place. You can get t.here 1n either 
direct ion, rrom eterling to dollarS to rrcncs or the ot.ner 
way , and it all works out the same way baaed on certa i n 
percent ages or devaluation. I! we ever get down to it, 
I woul d l i ke to show you tnat , but. I don' t think the time 
18 ripe. 

Bewley : No , tne time i s not right. 
conclusion is 15 to 2~1 

And your ultimate 

lill..Jl.!:.: 15 to 2~. 
l ot o~ghting to get me 
t.oaether. 

They would have to do an awful 
to go to 2~, 80 we are again 

BewleYI Yes, we are t ogether. 
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@ .Jr.: Noll', then, bow can we break th18 log jalllt 

aell'leY : Well, I do reel it 1s delicate suggesting 
that a th~rd country -- Great Britain, in this case -­
enould auggeet to another country that they m1gnt t ake 
the initiative . If these people reallY want to do tb1s 
on this line, which is open to possibilit ies •.. 

@.Jr. Now, you see, I am out of my depth. You 
are getting 1nto diplomatic uoages. Here you and I ltnow 
that the situati on is-- the chsrrles •are ripe. 

Btwley : They dld put ron:o.rd various other thlnas, 
au~~ an bae1ng thelr currency on world prices and getting 
an agreement with Russia. 

HU,Jr. : I don 't thlnk that c cans much. I don ' t 
take great etock in that. If we could get the Dutch and 
Sll'iss to agree, could you not do this : could you not ask 
the Chancellor tor a euggeetion what the next move 1& now, 
knowing that the Swiss and the Dutch are w1ll1ng? 

~ewleY: Yes. You are very sure of that , without 
decip er1ng the 1vhole of the telegram; that the1r real 
fear i s the British attitude? 

KU,Jr.: Well, let ' s walt until it comes in. He 
filed 1t at ten, Par1s time, thls morning. Let's walt 
un t11 it comes 1n and I will let you knOll' when we have 
it. But, quite franklY, when we get doli'O to diplomatic 
usages I lUll out of my tleld. I can alt. down and talk 
to you and no one could be core frank wlth each other, 
but i nstead of havina to talk about the tergs -- we know 
pretty well the t erms are acceptable and 1t's just who 
is going to talk first and that'e aoceth106 -- I nave seen 
ao many conferences break up on that, and I am Ju.st beyond 
my depth, but thls th1ng is eo important that we cust not 
let the thing drOP because we don't ltnow who 1& to talk 

f irst, 
Bewley: What I bad i n m1nd was a little more than 

that. It was not Just diplomatic usages. It was if 
those countries don ' t want to ask th1S question, does it 
mean it' s internsl pol1cy rather than tnat they would be 
afrai d of what Greet Br 1ta1n m1gbt do t I s it perhaps 
that the Br1t1Bh attitude u not the compell1DS r acrt.ort 
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HU.Jr.: Everything I nave gotten so rar indicates 
that. I ag not saying this ror trading purposes. They 
al l eeem t o think Great Britain 1s the stumbling block. 
I don 't s ee wtcy , but I get it , ll everything I get it ' s 
the same t hing. I can't explain it. It ion ' t something 
I am i magining, but that ' s what comes back. 

~ewley : Yes ; quite, 

HU.Jr. : You eee, herv Auriol eaya it ' s impossi ble 
for hi m t o approach the British and he cannot be quoted 
ae even per eonallY favoring devaluation or suggesttng or 
inspiring. (Rea ding from cable.) 

BewleY: Do they give any reaaone? 

HU~Jr. : No. Then he goes on to say that if there 
should & t he s lightest letsk on th18 thing 1t would mean 
he would have to resign at once . That gets 1nto European 
politics, which I don ' t pretend to know and don 't pretend 
to unders t :md, 

Bewley : I am out of my dept h there because I can't 
s ee why it i s the stumbling block and if they are anxiouG 
t o do it why they don ' t put out some sort of feeler, be­
cause t h ey are all 1n touch with the Government or with 
Norman. Tri pp is always seeing llorCIBD over the week- end . 

ijM,Jr .: Yes, he 1s still tner e today , but I hBd 
Cochran come r l.gbt back. Let' a wait until the full cable 
comas in and when it comea 1n I will give you a ring, but 
my own feeling thi& morning ie that - - let's Just see, and 

I have nothing else. 
Taylor : I t hink it i G important to emphasize that 

because I got a slightly different impression from the 
t el ephone conversation t his morning than what you gave 
Bewley ; a very minor differenoe, but I think when we see 
tne cable tnat will all be cleared up , but it was mtnor 1n 
many ways . There was no mater i al differ ence . Thi S 
question of what t he Dutch and Swiss and French, either 
individuallY or collectively, mi ght do under certain 
eventualities . 

ijij . J r. : I don't understand. 
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Taylor: I say let ' s wait until we see the full 
text of the cable because we were both listening on 
the telephone and t here was no material difference, 
but there was a difference 1n 1mpress1on that I got from 
what ~he Sooretary got , but we can ol~ar 1t up. 

Bewley : There are two other poi nt s wh ich are not 
fundament al . One 1s , I don ' t know why they telegraphed 
it to me , because I th1nlt 1t 1s c l early understood, but 
they did put 1t 1n the telegram, tbat 1t was understood 
we could not at the present stage promi se a permanent 
and absolute stability 1n any case, whatever the French 
did. I t hink that ' s always unders t ood. The French 
goi~ down 1s not go1~ to make us put t he pound down too. 
I think they were J ust putting that 1n t o make qul.te certain 
we are no t getti~ an absolute stabi l ity right sPaY . 

~.: No . Ae a matter of fact, you hedged 1t w1tb. 
•prov~your internal pr1oo level remained stable .• 

BewleY: I t hink that ' s quite clear . And the ot her 
point was the publicity that got out ln London wh i ch you 
mentioned to me on Saturday . When you mentioned 1t, I 
thought 1t was earli er, but I got back to the Embassy and 
oheoked and 1t was t he thing 1n the DallY onroniole. we 
inquired and they said they got 1t from America, so I 
don ' t know where 1 t came from. I don 't think t hat m.:~.ttere 
because it has had no r eperoueeione at all. There was 
onlY this one notice and I don 't think anybody paid any 
attention to it. 

ijU.Jr. : I s that a good paper? 

BPwley : It's not a good paper, but he 1s very keen. 

HU,Jr. : Someone may have seen you drop 1n, because 
these newspaper men Just roam the bal ls all the ttme . One 
of them m1gb.t have aeen your oar with t he license number. 

Bewley: I wouldn ' t have raised the point , onlY you 
mentioned 1t on Saturday. 

HU~.: I am curious and , ae a matter of fact, to 
eb.ow yau-Eow these things go -- the Uni ted Press man, who 
now covers us her e and who used to cover the State Department, 
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came 1n and asked someone what wee a good book to read 
on monetary rraot1ons . He wanted to read up on 1t. 

BewleY: Tnat ' e a b1nt they know eometb1ng. 

HM.Jr. : Where be got tnat, I don't know. He formerlY 
u1ed to oover the State Department. But 1t didn' t do any 
harm. As a matter or raot, 1! 1t did get out and 1! it 
prepares t he public mind, it's all to the good. 

Bewley: Well, I will walt until I hear frOID you again. 

HU.Jr.: Yea. It will be oomet1ae 1n the m!ddle or 
tne afternoon, because i! it is as long ae tAat it will 
take them quit e a long time, but I asked l'lllll to give it 
precedence . 
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PARAPBIUR OJ' 'l'ILIXIWI RICIInD 

JROll -'-rloan Jebu17, Parh, P'haoe 

DA!J:: June e, 1936, 10 a.a. 

10.1 (89 ftlOJl OOOJIJI.llf 

RUSH 

ULTRJ. OOJJriDJ:J'l'UL. 

!his morning I returned to Parle tro. Basel. I 414 

not waH far the fora&l aeeUng of the BIB to be held tod&J, 

but I did haYe an opportunitr for oonYeraationa with aoet 

of those pereona whoa I uiU&llJ contact. 

I had. a talk with the Preaident or the letherlaa4a 

B&nlt, Trip. He p.Ye ae in extre111 ccnfidenoa hia per­

sonal and unoffi cial v i na on the queaUon of interna­

tional currencr atabili~tion . 

Tr ip '• Yina on this qu11Uon are not to be taken 

ae binding, but he did. not heaitate t o tell 111 that he 

and Oolijn aee alike aa rep.rds atabillntion, and. he 

(Trip) ia in oonotant t .ouoh with hia Gonrnaent . 

1'Uh rep.rd to the J'rench aUuat1on, !rip t ol4 .. 

that he had. been hopeful about it until t he control of 

the GoYernaent cue tnto the hand.• of the Popular J'rollt. 

He haa been of the opilliOD thet the b-ane 11 dll01114 ~ 

oauae of the fiiCht of oapU&l that hal eince taklll plaoe, 

the weatneea of the authori Ull now in powu aa repr41 

the 
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the dangerou labor sUtaUcm, end the Oon11111ent oballpioo­

ing of 1Doreuecl expen41turee of tunda ancl other plane 

which are 11bolly 1rreoonoi lable wi th preeen1 ng the ,r .. ent 

parity of the s old franc. 

Trip so.id he 1a sure t hat while this GoTernment ' • 

tenure of otfioe aay not be lon&, it will wreck the franc . 

He thinke that France should either dnalue at once 

in t he way Bel;lllll dnalued, or tie the franc to aterl1J18, 

although not at a rate which would mean a depreciation of 

a s liNCh as 40 percent. ror a while, he feare, it Will be 

politically imposeible t o take either step. It is bie 

opinion that the present GoTe:rnaeat will allow further 

deterioration of the situation and atteapt to show France 

what a bad aeee the outso1J18 regime pasaecl on to it. 

'l'rip aald that this w<l1ld lead to exoh8J18e control. 

SUch control, he bel1nes, would fail more miserably in 

rrance than in any other country that .baa athaptecl it; 

he 8&1d that neither the Bank of rranoe nor the Jlinhtry 

of rinaDCe bae the teobnioal aet-up and ekill which 1a 

DeOUII&1')' for effeoUYely carrying out ezohange control. 

The idea of attempt• that aay be made t o force a 

return of capital to France -s ri41oulecl by 'l'rlp -

he eatd that the effect of euoh effort• would ODly be 

to 
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to force more ca;ital out. 

The repl a.o•en' of Tannery, the man wi tb wh0111 Trip 

b&e been cooper&tlng, by a •n who has no experiace 1n 

central banldng bas d1 sguate4 Trip. 

Should the slightest reetr1c.t1one oc exchange be 

i~~poaed by France, Trip aaid, the lfetherlallda would at 

once decide t hat Franoe had left the gold standard and 

would no longer regard any gold bl oc ties as binding. 

Trip illBieted that the Netherland& .uet reaerYe 

antire liberty of action, in view of the degree of chaos 

already existing in rranoe. He mentioned that Great 

Brit~in, Belgium, and other nations have each acted inde­

pendently in malt1ng deoiaione regardilli their curranoiee, 

without consulting or informing their neighbor&. 

The lstherlande will take action as soon as the 

French make any official JDOVe toward reet riot1ona on 

exchange or banltere ( ?) val~tion, and there is eva a 

cbanoe that the letherlande will take action befor·e 

France, in Yi• of the fact that the French si tuatioc 

hae now beoo .. eo bad. .lotion by the Jetberl8114a, when 

it caaee, will consist in that cOUDtry leaving the 

gold s tandard, and then keeping the florin at aroun4 a 

certain rate Yie-&-.ie eterling. If neceeaary, it will 

haYe 
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have recourse to eoae sort of a etab1lia&t1on fUn4 arra~~ 

ment between tho lfetherl anda Central Banlc and the Treasury. 

Trip ie unwilling to tie the guilder defini~ely to 

gold at a new rate until he seeo what action other curren­

cie s, and pa.rtiou].arly eterling, will take. He 1o con­

vinced Schacht will tie the Reioh..ark to aterl~ aloqg 

his own plan when the Reiohsmark leave• the nominal gold 

sta.Ddard, but thil wOUld pr obably be at a rate of deprec­

iation different from that which the guilder would main-

• tain vis-a- Tis aterling. 

The opinion was expressed by Trip that the United 

Statea and Great Br ita.in should take the first 11tep 1n 

any international 110netary agreement, lllld he ur&oa that 

we should not try to exact a OOIIIPlete and definite return 

ot t he British to gold at a fixed parity. Trip 1.nc1ete 

t hat Great Britain is not ready !or such a step , that we 

cannot force t110111 to take 11i, and that ahould we insist 

on this it might 111ean wrecking at the atart any pl4n 

formulated . He m&de the auggeation that at preaent the 

United States abould not give up ita legal right to ~ 

value the cSoll&r ten pointe acre, bllt ttw.t we atgbt enter 

a gentl.-n's agre01110nt wUh the Br1t1ab t o the effect 

that aa lang aa the Br1Uab 414 not allOII' the ponnd to 

drop 
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drop below , say, 4.88, we would not make use of tb.&t 

autnority. Howner, before exacting thia muon we will 

na•• t o gi'fe t he Bri thb t he aeana t o oarry out t heir 

part of t he agre•ent; i n other worda, we should p ermit 

London to purchase and expoTt gold from the Uni tocl States 

as long a s sterling did not fal l below the rate agreed 

upon. 

Trip a&i d tnat should it beoo.e neoes aary for bia to 

le&Ye t he gol d s tandar d, be would be willing to try to 

t11H biB departure with a dnal u.ation of the franc, if 

the French are willing t o enter i nto a ooooerted dnalu.a-
• 

tion .a r rangement. Trip would feel f ree t o tie t o sterling 

independently of franc e if the latter resorts to exchange 

control; be would do ao aa aoon aa auob exchange cont rol 

was i nltitut ecl by J'rance, and as stated abOYe, he 11a1 

even anticipate the French action should the frano sit­

uation get worse and excban6• c ontr ol ••- t.aineDt. 

Trip belinea that were the lead taken by the lfetber­

lands, this lligbt even help rrance to reach a wiser • olu­

tiOD tb.&n exchange control. ne-&....,i• the United State• 

and Oreat Britain, ~rip ~eated a gentleaen' • &cr ... ent 

under which the Wetherlandl woul d try t o keep the guilder 

w1 t nin certai n 11111 ta Yie-l-'Yil 1tarl1ng - prOYided etar­

lill8 doe a not drop bel ow a rate of, •Y, 4 • 86 • AD 

&rraqea•t of \late kua.l would telld to force Great Britain 

to 
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to •intain eterl1ng at a rate not under 4.86, eepeoi&lly 

1t the ezaaple were f ollowed by Oer~y &D4 other ooantriee. 

The dollar-eterl1ug rate would thUB be the point &bOilt which 

the whole ayetea WOilld reYobe. 

It ie Trip' e opiuion that a t the preeont time it would 

proore diffioul.t to get any very aatietaotory un4eret&nd1Jl8 

with the French; he bel1eYee it would be enough for the 

Aaericane &D4 the Britiell, after they had arrhed at an 

agreement between themeelvee ae to their ourrenoiee, eiaply 

to inform P'r&nOe that if there were franc det'al.u.&Uon, 

not beyond, aay, 25 or 30 percent, they would not consider 

s~ch action as a cause for changing their ~tually agreed 

parities. Biail.ar action might be talten in relation to 

Switzerland. 

He intia&ted that the depreciation which he hae 1D 

111nd for the ~ilder Wider t he oont.-pl&ted tie-up ri th 

sterling might be abo~t 25 percent. 

I etreee &pin tbat the forego1Dg llllggeetione lly 

Trip are absolutely pereoDal and confidential . Be etated 

that the moaent for action baYing arriYed, eoae one lhould 

take the lead. Be aaid that the 18&4 11 witllla effeothe 

graep of the United Btatee Treaeury, if it cmly will not 

be too bard in 1 t1 attitude toward CJr•t Br1ta1A. Be 

•id tbat 1f the Ulllted statee ie too •dl'•nt, tile Britiela, 

wllo 
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who oan go on indefinttely on their pre1ent b&eia, atght 

br ing up war debts and IJ.l .anner of uoneee. Be expre11ed 

his C011T10UOD that Oreat BJ'Uatn will not giYe up ih 

cheap a oney policy aDCl use the 41aoOUDt rate P.l a •- of 

holding a1ierl1ng • It is eesenUal for th11 reaeon tbat 

tho United States open i1ie gold supply to 1ihe& within 

certai n exchange liaits. 

I had a OODYeraation with Profeeeor Baon.&nn, Presi­

dent of the SWill •ational Bank, and I approached. hi• 

along the eaae line• ae I f ollowed in ar oonYerlatiOD wi t h 

the President of the lfetherlande Central Bank. 

Bachmann adaitted that the fate of the SWila currency 

dependl largely on the French franc. There are aany dif­

ferenc .. , he said, in the poai tione of the Swill &114 the 

French , since there il no political crisis in SW1tserlan4 

and no aeriou1 social unreat. In addition, the SWi11 bud­

get i1 1n balance, expen1e1 haYe been reduced, ancl eo on. 

Baohlle.nn clicl acla1 t, 1ihough, that if the French franc 

should go off golcl, the Swiu franc would be subjeohcl to 

eo IIUoh preaiiU'e that 1t •tgbt be i111perat1•e for SWitser­

lan4 t o tate action . 

Baohaann aetecl •• if I had a talk w1 th Dr· Trip; I 

aaicl that I bad a oon•ereation w1 th hi a, bllt oculcl not 

relate Trip' a reacUolll to hi•· It wa1 then apeecl that 

Bachmem ehoulcl tal't OYer the prolll• w1 th Trip. 
, ... 
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f araer thankecl me !or tal.klllg to hia on the eubject of an 

international plan, and Aiel that naturally he waa inter­

ested 1D such an undertaking, but he did not co•i t hi­

self anr further. 

After I saw Baohlllann, he and Trip talked together, 

and thtn Trip and I saw ea.oh other again. Trip erpreaeed 

surprise at finding that apparently Baohaenn !aYora 

action along hie own line - i.e . , to tie the Swiea trano 

t o sterling in oaae the French frano so•• ott gold. 

I aaw Keena. llie•yer and Norman juat to exchange 

greetings w1 th them, but had no con•erAtion with thea. 

I received a call from nr. Schacht ! or me to see 

him. Schacht t old me he felt burt over the attitude 

Secretary Bull bad taken towarcla hilll, eapeoially ainoe 

he had been hoping that the time was near when Germany 

and t he United States could more easily find common 

ground for imprD't'elllBnt in t r ade relatione between the two 

countries. Sohaoht aade apeoifi c reference to the i~oai­

tion by the United States of oounterYailing duties on 

i mpart a troa GeT!IIany, and t o our alleged insistence that 

Braail 1apoae quotas on certain 1~~porta troa Geruny or 

alae papaent for Brasilian oo!fee exports to our c01111try 

would be denied. I replied that u for tu laat ... ent1oned 

affair, I 1r:nw nothing. But aa reprcla the oountena111Aa 

Dtiea, 
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duties, I said that this ia action whioh the treasury Depar~­

aent ta.ltea when faota ahowina juat11'1oation for euoh aouon 

are presented to it . JJl usiatant to Dr. Schacht told ae 

that in Germany the iapreBiion waa eapeoial.ly ba4 with the 

countervailing duty announoeunt o011i118 just a.tter pa)'lllent 

by German.:r of the coupon on the .llaerioan tranche of the 

Young loan, on the f irst of June. The remark was aada that 

our abrogation of the trade treaty with Germany happened to 

be timed somewhat similarly. I was asked by Dr. Sohaoht 

how he was expected to pay hie debts to us U' we mal:a it 

impossible to sell German goods on the Aasrioan market, or 

t o gain foreign exchange through multilateral trade to 

apply on hie indebtedness to us. 

The Swe41ah economist of the BIS - Jaoobason - sa•• 
me, with his usual blunt f rankness, hie impression& on 

currant a.tfaira gained in oonTareatioiUI with bankers at 

Basal and fro• recent tra•ela in Europe. 

J aoobason &aid that pol1 tioally Germany ia f ollowing 

a watt ina polio)', and that Germany 1a alae trying to delay 

dnaluation of ita ourrenoy. Oonce41na that when German.:r 

mOT as it will tie tb e mark to sterling, 1t is tha opilliOD 

of experts that Germany doaa not have au.ffioient funds or 

reaouroea to do this effeoti•ely at the present tiae; a 

better 
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better time .. , be after proceed• troa the autumn h&rYaete 

are in. 

It ie Jaoobseon'e belief that in any international 

otabilization scheme Germany must etill be considered a key 

country. Be said that if the British and Americana hope to 

see Germany and other countri es with depleted resouroea 

stabilize, these two capitali st countries, notwithstanding 

their l a.oll: of Sylltp&thy wi tb religious persecution all4 r.­

armament projeots, must open their markets to suoh foreign 

borrowere. Europe furthermore ia not yet convinced that 

President RooseTelt would not out the gold content of the 

dollar further should there be a considerable fall in Ameri-

oan prices while he still has the power to do eo. ObserTara 

in Europe do not know of any recent utterance• by President 

Roosevelt which aigbt indicate that he is convinced that 

international monetary stability is now desirable and that 

tbh country could pledge ite part 1n i t . ObserTers are 

not convincecl that the Oni tad States woulcl, before the elec­

tion in Iov.-ber, take any binding steps 1n the i .nternati one.l 

~netnry fialcl; on the other hand t hey are likely to attrib­

ute pol1t1o&l motivee t o oertain r outine aeaii\U'ee. An 

ezaaple 1e the counterTailing duty deoiaion ooaing years 

after the practices in• olYad were etartad aD4 only a fflfl 

aontha before the national elaotiCD in tbe Unitecl Btataa. 

Sobaobt baa r•obecl no daoie1on - ao far aa I u anre -

a a 
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ae ~o what his next .,.e lhou.l.d be 1n the face of tho two 

.&morioan d.,.elopmente I mentioned aba.e. Be requeated me 

to dO anything I could to get at least & poatpeneeent of 

the a~lioation of count~ailing duties. Later thia weak 

he will beain a seriea of return c&lla upon ••ar J:aatern 

central bank ga.ernora. 

It is Schacht 1 a opinion th&t adjustment of the polit­

ical situation in EUrope will be aade more difficul~ by 

the ax1Btenoe of the Blum Go•ernmect in !'ranee. 

I had a talk with Beneduoe, 'llb.o said he tbinh the 

J'renoh Go•ernment was showing a lack of force in de&liq 

'll'ith the labor problem. Az&olini said he is much turther 

oon~racting the Italian currency in spite of the fact th&t 

it wae necessary to print more notes for use in Ethiopia. 

Italian no~e circulation at present is between 

14,200,000 ,000 and 14,500,000,000 lire, of which 13,000,000,000 

is 1n It&ly &n4 the rest in the colonies. 

It 18 the expectation of moe~ Baael obaenera that 

aanotiona against Italy will be raised sOIIIetiM thie S~mSer; 

that Great Britain will puraue a •igoroua policy of atrana­

thening ita own forcea, and that •arioua neutral etatea 

will coneider w1 tb4r&w1ng from the League, and the Leaeue 

will drift into a aort of po11t1o&l BI.S, a&1nta1niq u 
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exper' •'aft for awdy of internaUonal probl•5 but 

dropping more ubiUoua Wldertall:inga. 

) s-4- K 

I he~d o~ent on the srowtng isolation of J'ranoa 

following Germany's reao,ion 'o the SOTiet trea'y with 

J'ranoe, the unhappineaa of Qreat Britain OYer the aitUuda 

of J'ranoe towards the Ethiopian situation, tbe dieappoint­

a:ent of the De.Du.bian countriea in french aoquiea\!eDCe. in 

Rhineland llil1tuhation, and the Italian dielite for the 

GOTeriWent eat up by Blua. 

IYeryone ie worried about the preeen' J'rencb aocial 

and monetary eitua,ion. 

Yesterday at the informal meeting of bank gorernora , 

tbo Banlt of England -de an offer to proride gold bare 

ap.ine' gold coins to central banta poeeeaeing 'be latter 

wben t hey find it neceaeary to diapoae of thea. The 

ottv 1a for 'he purpoae of preYen'ing the boarding of 

gold pieoee ae wben the Hetberl&Dda Bank aella coina to 

maintain tbe exchange pari'Y of tbe guilder. 

ror today'e meeting the r outine busineaa ia light . It 

inoludu study of correapondenoe wbiob baa been exchanged 

witb the Federal ReaerYo Bank of Wew York on the m•ngarian 

credit and tbe question of tranatv of ebarea of the Bt.nlt 

for International Settl .. anta. 

STR.AUS. 
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JWle 8 , 19.:56 

HU,Jr. celled the President . He eaid, "I can ' t 
keep up with you, • and the ?resi dent asked, "Why not? 
That is too bad.' HU, Jr. inquired, "How about you?' 
and the President answered, " I am t i ne.• HU, Jr ' s com­
ment wae , "You are too swift company. I went home and 
bad a headache . • They both laughed. 

Getting down t o business , Hll ,Jr. said to the Presi­
dent , "Things are temporar1ly quiet and Cochran got back 
and sent me a stx-page cable whi ch is coming in, but the 
main thing is that in talki ng to the Dut ch and Swiss 
they are very sympathetic to the suggestion. As long 
as they can devalue 2o% to 25% and sterling would not 
drop below 4.86, they would go along. We know that 
is entirely agreeable to the English. Bewley is coming 
in at 10: 15. • The President remarked, "Perhaps $5 .00 
is too high. It i s a damn eight easier figuring t han 
4 . 86 . " Hll,Jr. answered, "I have never menti oned 4 . 86 
or any figure. I have not t ipped =y hand one i ota. • 

The President said, •oo you realize it would be a 
very interesting t hing it we could work out a 5 .00 pound 
and a 5 cent franc? The 5 cent franc would be about 
2~ devaluation. • HU,Jr. answered, "It will be a l i ttle 
bit more . What we have here is if the French devalue 
15% to 2o%, then they talk B5 to 90 trance to the pound . 
What they are talking is 95 to 100 trance to the poWld. 
Then they use the inverted figure in relation to the 
dollar, They figure 16 francs to lt.he dollar. These 
tables are all wor ked out, I t takes a foreign exchange 
man to work them out. I would not do a thing on that 
Wltll I talk to you first . Tile interesting thing 18 , 
when you talk to anY ot these coWltries on the Continent 
they are all Just scared of England. They must have be­
haved very badly lately . !.lay I see you bef ore t he 4: 30 
meeting? • The President replied, •You are coming ror 
lunch." Hll,Jr. facetiously remarked, "Please ~ve some 
black oorree tor me. • The President' also facetiously, 
asked •oo you want some bicarbonate? HU, Jr. decli ned, 
aaytna, •tio, Just black cortes . • Both the President and 
l:Ql ,Jr. had a good l augh over thi s. 
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June 8 , l.ll:S& 

KU,Jr. called Ph1111pa at 2::SO and said, 1 HaYe you 
seen Cochran ' s cables? I would like to know what your 
plc~a are tor this afternoon and evening. Bewley waa 
in this morning and I told him that I wou~.d have a further 
answer tor him in the late at~ernoon . I have a preee 
oonterence at tour and ~ tax meeting at the White Rouse 
at 4::SO. I have an hour right now it you could come 
over.• Phillips said he bad to read the cables tirst 
and 1ntorm h1meelt and that he had a tormal dinner en­
gagement tonight. HY,Jr. then asked him 1t he could 
come up atter he dreeeed, at about 7: 15 or thereabouts, 
and t hey could have a talk betore he went to hi e d1.nner. 
Ph1ll1pe said he would be there. 
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Hlljr: 

C: 

Blt jr : 

C: 

Hll jr: 

C: 

HIIJr : 

C: 

Hlljr : 

C: 

HMjr : 

C: 

HU jr: 

C: 

Hll jr: 

C: 

Hlljr: 

C: 

HWj r : 

C: 

Hlljr: 

C: 

Hlljr : 

llond ay 
June 8 , 19)6 

Hello 

Hello 

Wr. Uorgenthau 

Good morning -

Good morning, sir 

What do you know? 

good morning -

I sent you a long cablegram early this morning. 

Yes 

I had my trip there . I saw both the two cen that I 
wanted to see . 

Yes 

And I talked w1 th each one of them . 

Yes 

The one who you know, you know? 

The what? 

The one who came up here l ast sucmer when you were 
here - you sat next to at luncheon -

Yes, I know the one you mean . 

I had a good Visit with him. He is very much dis­
turbed over this situat ion here . 

Yes 

And i s ready - to put a 

What 1 s that? 

on any exchange control 
/here. 

I say that whenever these local people - they take 
any steps which look like exchange control 

Yes 

He would at once tie to sterltnc . 

Yes 
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C: 

Hlljr: 

C: 

l!ll j r : 

C: 

i!lljr : 

C: 

l!ltJr : 

C: 

l!lljr : 

C: 

i!lljr: 

C: 

Hlljr: 

C: 

I!Wjr: 

-2-

And at not necessarily at forty per cent depreciation 
but at some r e that be would choose . 

Yes 

And be would be willing to give at bis word , -

What ' s that? 

He would be willing to give at his word, -

Yes 

That he would hold that rate, namely twenty or twenty­
f ive per cent against sterling provided sterling did 
not go below a certain rate the 
dollar, say four eighty-six. 

I see. 
See? And he talked to his rich friend who would be 
probably interested in following the same procedure . 

I see . 

And but he insists that the first part of any 
arrangement is for us to got together with our Presi-
dent . 

Yes 

And be said that we would have to refrain from trying 
t o tie them up to - to a strict to the gold 
standard . 

Yes 
And he said that if we do fix a limit below which 
they should not permit their currency to decline -

Yes 
- that you should give them the means of holding that 
equal , that is , that we should open up our market , our 
gold to them -

Yes 
- t o withdraw provided their unit does not go below 
a certain level. 
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As they say , 1 the old parity' . 

In other words , there ' d be some cold point ? 

Yes - some lower gold point . 

rl:l jr : Yes 

Hlljr : 

C: 

BMJr : 

C: 

l!lljr : 

C: 

l!lljr : 

C: 

Hll jr : 

C: 

l!Mj r : 

C: 

BMJr 

C: 

BllJr : 

C: 

llloiJr : 

C: 

And t hen these people here, the ones I spoke to yes­
terday -

Yes 

Especially t he one , you know? 

Yes 

- would tie his currency on t o that unit -

Yes 

- but a l"trays conditional upon the dollar - the other 
rate being maintained not below the old rate, you see? 

Yes - well now, what you say , as I understand it, 
if our cousins kept the old rate -

Yes 

- and these gold countrie s didn ' t go more t han twenty 
twenty-five, they ' d be perfectly satisfi ed? Is that 
right? 

well, they just talked about t hat rate as - as 
' for ins t ance ' , you see? 

Yes 

That 1 s the rate t hat occurred t o them. 

Yes 

And I spoke about the rate -

Yes 
And I mentioned that Reese had figured that the differ­
ence between World prices and prices obtained 1n France 
are between twenty and twenty-f ive per cent. 

Yes 

And he said, 'Well , that sounds reasonable'. 
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Hlljr: 

C: 

BJ.Ijr : 

C: 

ffil j r : 

C: 

llltj r : 

C: 

illljr : 

C: 

.t:Dljr : 

C: 

Hllj r : 

C: 

BKj r: 

C: 

ffil jr: 

-4-

Well now, let ae ask you somethina? 

Yes 
Have you seen anybody in Paris? 

No, I haven't . 

You haven ' t? 

llo I mean, I•ll get your reaction to this first 
because it ' s a little different proposition , see? 

But you filed your cable? 
cable? 

When did you file your 

I t s t a rted out from here at ten o ' clock t his morning . 

What ' s that? 

Ky cable left here - part of it - a t ten o ' clock this 
morning. 

Has it all gone? 

They ' re coding on t he last part of it now. 

What ' s that? 

I say they are s till coding the last t wo pages. 

Yes 

But s ix pages left here before noon. 

Wel l , I think I'd better wait unti l I get that. 

And after I •ve read it I 'll call you back • 

All right . 

See? 

Yes 
I'll wait until I get your cable now. 

I think that ' s best, because I have a lot of thiJIIS 
1n tllare . 

What • s this cable called , wbat nuaber? 
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I don 1 t know the nwaber. 

Oh, wel l I 111 tell them there is one coaing. You 
have only s ent one today, hav n • t you? 

cable 

Vlhat? 

- in sections 

HUj r : Yes, now do you keep - Wr . Straus sees these cables, 
doesn't he? 

C: 

i!lolj r : 

C: 

S11j r : 

C: 

Hl!Jr : 

C: 

Bllj r : 

C: 

ll!.IJr : 

C: 

HliJr : 

C: 

Hlljr: 

C: 

Yes , at half past nine . 

I say , Ill' . Straus sees these cables , doesn ' t he? 

I showed him this one, yes , and explained the situatio:l . 

And you sho1d him the other ones? 

Yes 

Yes , I want him to see them. 

Yes, I showed it to him and I explained that you had 
called me af~er hours on Saturday -

Yes 

And that I figured out that you had already spoken 
to the judge across the street there. 

That's right. Was he satisfied? 

Very well. 

Ylhat? 

Be was entirelY up on the matter . 

Oood , good -that ' s good. 

Then, you'll call me back tonight , will you? 

Yes now all right, I ' 11 call you back when the 
cabie comes . Now what is the situation now this 
morning in Paris? 

It 1s better . 
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HllJr: 

Hll jr: 

C: 

Better? 
The strike has been - there has been so.e agreement 
on the strike. On the other hand certain new strikes 
broke out in the mining ~ndustries and the s ituati on 
is not yet clear by a~ means. 

I see . 
On the money market there is practically no trading . 
The bank has strengthened fifteen -- fifteen fifty 
and a half, which is three and a half points from t he 
gold point , you see? 

Yes 

And it 1 s also strenthened against sterling. 

Yes - now listen -

Yes 
I think that Auriol, is that the way you pronounce his 
name? - Auriol? 

Yes 
- ought to know I mean, I wouldn't go to see him 
Just specially - but when you do see him I'd t ell him 
about the offer that we made over the weekend, see? 

Tell him about what? 

Tell him about the offer of support which we made over 
the weekend. Hello? 

Yes 

The 

The offer that you what? 

The next time that you see Auriol, see? 

Yes 
- tell him about the offer of cooperation -

Yes 
- which we made t o the bank over the weekend. 

Oh, yes, yes, surely. 
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C: 

HllJr : 

C: 

Hl.!Jr : 

C: 

Hl.!jr : 

C: 

Hll jr: 

C: 

llll jr : 

-7-

Because he may not know that . 

Yes 

See? 

Yes 

And , I wish that you'd call on the new Governor of 
the bank now. 

He has not taken office yet. 

Well , when is he going to take office? 

Friday, I think. 

Well, I wish you ' d talk to him. 

All right. 

Now, l et me ask you this. 

Yes 

I wiSh you ' d t alk to him t oday . 

All right. 

And see what ideas he ' s got . 

Yes 

llow the other thing, how f r eely can you talk to 
Professor Ris t ? 

Very freely -

You can? 

Yes 
Well , then I t h1nk I •d go up arr:l have a talk with 
him, you see? 

Yes 

And get his most recent ideas . 

Get his on these things or which I ban spoken? 

Yes - what you are trying to do. 

Yea 
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Bl.!jr : 

C: 

HUjr : 

C: 

Jnljr: 

C: 

li$'1" 
\ 

-8-

Because wouldn' t it be helptul if we c~uld get his 
support? 

If we could get what? 

His support 

Not very, because 1n his speech Saturday night -

Yes 

Blum critici zed very sharply these people who had 
just now come out with changed opinion . 

Oh -

You see? 

Well then maybe you'd better keep away from him. 
about 

I 1m a little nervous/that 

All r1gbt. 

I •m a little afraid of it . 

\'/ell, but I wish you 1 d call on the new governor of 
the bank and find out what his ideas are . 

All right. 

I mean, I wouldn ' t tell him anythi ng but I 1d just find 
out what his ideas are, what plans he's got. 

I see. 

And then give me a cable on that. 

You want me to call today if possible? 

No, you can put that 1n the cable. 

But I mean you want me to see him -

Yes, yes 

All right - even though he has not taken over office? 

Sure 

All r i ght. 
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i:WJr : 

C: 

ffiiJr : 

C: 

I!!.IJr : 

C: 

ffil jr : 

C: 

Hll jr: 

. 0 : 

- 9-

You know, he's got some ideas ~ow. 

Yes , yes 

All right , - and as soon as I get this cable I ' ll let 
you know. 

All right, but if you can give me notice ahead 

I w111 . 

Then - then I would come down here at the office and 
take the call. 

All right. 

The connection in my apartment is not so good. 

Well , I'll call the embassy and you let them- leave 
word to have them call you. 

All right , if you could give me an hours notice you 
see , a s to the time you are going to -

I 1ll try to . 

VI ell, all right. 

All right 

Just leave word here as to when you are going to call 
me . 

All right. 

Fine 

Goodbye. 

I'll try to see this other man. 

Thank you. 

All right . 

Goodbye • 

Goodbye. 
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OFFICE OF THE ECONOMIC ADVISER 

June 9 , 1936. 

Mrs. notz: 

fill you please make the 
correcti on ae indicated on the 
enoloaed sheet on the copy ot 
the telegram which Secretary 
Morgenthau now baa1 

• 
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CORRECT lOll 

June 9 , 1936 

In to1ec;r am :f'rom l?aris no . 469, June a, 10 o. , m, 

(Socti:ln !line ) :f'rtJm Cochran o.t end J:l!lsao.c;e mo.lte re::.d 

"the Ito.11::.n currency circu1o.t1on much (End Section 

!lino) 11 • 

DIVISIOil OF CO!.iHUNICATIONS AND a.a; or.ns 
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tiLL STREEr JOURIW. - J\IJie 8, 19!6. 

The .ll'raiii:1Mel the DolltJr 
Poellble -.- " u.. 
~ ...... ftl .. Ule7 ...,. .... 
tile Ullllted l&atea an aot .. tinb' 
deu, bat It .. Ull:e!J that, abort or all 

*Dal n"tolatlon, which appeua moat 
allllkel7, the net reault w111 In the end 
proYe adYantllpOUI to tllla COODb'J. 

Notwltlllludm. the tact that d• 
valaatioll of llle franc, or an emberro 
on ~Qid ~wllloll amoUAt to 
the lliJIMI UW.. M far u maintenance 
of tile p~ -'&r7 parltr II COli· 

eenaed-WM!d lie c I rud llllfa..,... 
abiJ In thl8 ~. It ia dnblolll If 
the dep...-... Immediate e«ect on 
valuee lien would be u Jl'Ut u Ia 
popalarly anppoeed. In an:r event. 
looldn& toward tbe future, It appean 
that 1uch a ction would be a. ateo 
taowant re•tibllalllnr a11 lntematloD&I 
~Qid staadard, the dealrtbllltJ of 
wblell actloa Ia qa11tloned b:r ver:r 
few. 

At the prMeDt time there are three 
principal barrlerl In the way of 1uch 
action whlcb, If n10lved, would per­
llllt tile tlllllllloninl of an International 
conteren~e with reuonable proepecbo 
of nee-. Tile lint 18 the attitude 
of Great Britain. The IKODd II tho qn..._ of wlaat 10-•t wUI be 
Ill power Ill the Onlted lltatee. wllldl 
qa..,. will be dilpoeed of next N~ 
nailer. Tile tblnl II the pattlnr of 
mach eschap tbrourb '\be wrillrer, 
Ill anter that tut coDDtl7 can ap­
pi'Hcll the cont-ce with a 'riew 
t.wud ltabWUtloll I& other than the 
... •t ~el or the fr&De. 

Of til- t11nt qu..UOIII, time will 
,~- oae and wW ..natalr 

=
the ..... of tile tnt two ... , 
:fn Oll'nlell e:ul!a•l't wiD 
.. a rr ... oe • 10W .......................... 

,...,. 111 11111 11 111a t r s 
=~} tt ...... .:. .. I 

a as r· .,. 
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,&DC"A~ R&eC"Vt BANK 

01' HEW YORK 

CE CORRESPONDENCE DAnr ... 11 lftM. 

SYa~ceT, t•••• a.:rn•• 

1 called llr. CU'ipel at Ulll a. •· todq -. liMo .... 

Clll .., prc.iae ot un J"ri4q. 81Dco the leore\&J7 ottho !rMIIU)' 

bad 1n \ be a ous\ue, \hroi&Ch Kr . Cootuous, us ... red the 1Dtonal 

quu tion \ hd Caripel had JN\ -. • e oo lbllr14q, us4 11Doe the •­

•••r ••• 1n \ he att1raaU'fe, aU he, Cartcuel, ~d ha'fo to 4o aow 1111 

\t.e he Wiahed .. anU h1.a .. lt of tho p1'0111ao4 arruc••t ~· bo 

cable ua ott1c1all7 \o that orteot, 'lhor111poo wo Mld ctn h18 CNr 

fonaal repl.y. 

11\h r ater111oe to to4q1 a 8&rlrna, Car1pol ata\od that 
.. • i f 

" 'l'YthiDI waa TtrT q1lie\ 11b1cb -. tho ua~ reaoUon -. laat 

welk' • n:oU•ct. !he BrJ.Uih had ... o aothiDI at aU. lho anu .. 

am\ of \ ht •ri.h ,IU4 DOl o.t ~• 1llplT • .....u.r NUataoterr 

11Ul•ust ot tht -O\U7 probl•, ho aa14. lho oal7 \lWII t hat 

be cOI!l.d be p14o4 ~ ••• tho Jlllblic atat•c• ot \he •• Ocwonua\ 

\ o \ he tfftc\ that t horo 1101ll4 bo DO 4..,all&aU• ot the !I'UC. ' 

~ LllaDC 
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June 8, 193& 

9 p. Ill. 

Bewley met with the Secretary at the la~ter ' s home 
tonight . 

The follow ing is a report or their conversation: 

HH.Jr. : The cable from Cochran has finallY come 
~hrough . This is part or Cochran's conversation with 
Tri pp. 

Bewley : Who is this man? 

HU.Jr.: Cochran is the Firat Secret.ary of the Embauy 
1n Parle . We do not have a Financial Treasury Attache, but 
he pr~ctlcallY does thqt work. For t1ve years be hes been 
going t o Basle . He used to be Consul General. very few 
peopl e know t hat he does this an~ we keep it very quiet . 
l.!oe t ot hie time 1s spent tor us . They never built up a 
r or ei gn service tor the Treasury . 

(Here the Secretary began to read the cabl e. He read 
practically the full cable , rererr1ng to Fr ance , Holland 
and Switzerland, received from Cochran today.) 

That is the conversati on in its entirety as between 
Cochran and Tripp. 

BewleY: I ac very grateful to you. 

ijU,Jr .: I am being entirely open. I may be doing 
an inJus tice to Tripp, but it we are supposed to appr oach 
each country and not say anything , how are we going to get 
anywhere? or course, you realize that this is moe~ con­
f1den~1al and I leave it entirely t o your discretion as 
to how much to pass on to your people . 

Bewley : I had a rurt ner telegram, which di d not add 
much to their previous one , but they sa1d that they had 
seen Blum ' s statement on policy which he made on Saturday. 
I have not seen it myself 1n tull, but I saw in the Herald 
Tribune that he was not going to devalue, eo I suppose 
that io what they were referring to. This made it more 
diffi cult than ever to make any de marcbe,if we want to 
put it as strongly as that, 1n the light or Blum ' s state­
ment . They said that t he poe1t1on 1a •ery obscure and 
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did not aee that anytllil'lS could be dono and wanted to 
wait tor a day or two and aoe if thinS• did not clear 
up . Tho Foreign Off ice esid thAt t.hey would see Ray 
Atherton some day this week. 

HU,Jr .: Th~B does not mean that they will not 
communicate any further to you7 

Bewley : I do not thin ' eo. Nothlng will be com­
municated in the i moedi a t e tuture. 

HU .Jr .: After hearing t h U , ho.ve you any suggeetion7 

Bewley : I do not know what to suggest . TriPP does 
not seem to t hi .nk, tro~ «hat he says, that the at titude 
ot the British is reallY the stumbling block. 

ffii ,Jr .: I s it an advantage or a disadvantage to nave 
a country like Holland devalue and tle uP to sterling7 

BewleY : I do not think i t iB any real advantage. It 
means tha~in so far as trade relations go, the two countries 
would be on a par. 

HU,Jr . : would the same go tor Switzerland7 

Bewley: Yes, the same for Switzerland. 

Hli,Jr. : How about Gen:~any1 
Bewley : I do not think that Gert>anY could recove 

t heir restr ict i ons and keep any money i n the country. 

Lpohhesd: Tnat would depend on t h e extent to which 
they devalued. I gather that trom the word you received 
that the Treasury in England f eels tnat they had better 
Just sit tight for a coUPle of days . 

Bewley : That is exactlY what they said in their last 
telegram. Tney fullY realize the importance of all this 
and are very glad you raised it with them, but they do not 
fee l that they can take any step at the present stage, TlleJ 
could not tP~e the i nitiative , but if the French did the1 
would not refuse to discuss it. I think the difference 
to aome extent between t bcm and yourselves 1s that I do not 
think they bel1e6e tha t t he Br1t1sh attitude i s tlle a&Dn 
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etumbl1ng block. 

ffH .Jr.: I, myself, have never said that, I am 
only repeating information. That is the impression that 
I got over the telephone , but one of the reBGons that I 
rend the whole thing to you tonight is not to leave you 
with a !alee impression. At leest that is what t hey say. 
or course, atter all, it is not going to be easy tor Blum 
to change his pos ition and I suppose - - here it is Yonday 
nigllt. , and about Fridey morning everybody will again begin 
t.o get excited. 

Bewley : I suppose so. 

'!!.! ,Jr.: Everything will be quiet bet.ween now and 
Friday and on Friday everybody will qeg1n to get nervoua . 
I cannot help but reel -- and I am w1111ng to go much 
more than half way , real1z.ing t boee gold b loc countries 
could do what they reallY need to do and knowing the posi­
tion ot your Government and ouro -- t hat the situation is 
ripe tor them and it seems very r egrettable that it cannot 
be brought. about . 

Bawler: I agree, but as tar as Holland and Switzerland 
go , trom what you have read, tho situation does not seem 
to be bad. or course , when the French brought 1n these 
oth~r countries lt made lt much more d1tt1cult . The more 
countr1~e you have to consult , the more d1tt1cult it becomes. 

m•.Jr .: The original thought me t.o reet.r1ct. it to 
France . Bot.h Holland and Switzerland, ae tar as we are 
concerned, are relativelY unicportant. 

Bewley : Holland 1s import ant . 

HM.Jr.: Holland regularlY, once a week, goes below 
tho 0old point and nothing happens. The tact that Holland 
goes bel ow the gold point bas no e1gn1!1cance. 

Bewley: Well, they do export a l ot or gold i n the 
bulk. 

~U.Jr.: The reason tor that i e that they have a lot 
ot god coins and our banks do not want to buy thee, 

L9chhead: The Dutch Central Bank reserves the right 
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to deliver their gold oars ~r gold coine and the experi-
ence of the American banks 1n handl1ng the &old co1ns has 
been very unoatiafactory . They found that they lost i n 
bendl1ng charges end in weight and have left this business 
entirelY to the Dutch banks who make any shipments neceeesry . 

Bewley : The me1n problem is the French situation, and 
rrom the English telegrams I gather that they have given 
the fulleet cons1deration to it and they are 1n a position 
to ~ow and they are convinced that even if they d1d eome­
tr.tng it would not have any effect on the French eituat1on 
and woul~ be dar.gerous , and the French would not welcome it. 

}!l..!,Jr .: How do you mean dangerous? 

Bewley : Suppoee it got out, tor instance, that the 
Engl1sl1 were making an ap,li'oach to France . It could be 
interpreted as an attempt to influence France to go ott 
gold and if that were divulged it would be extremely e~­
barrsss1ng to Great Britain and might cauee trouble 1n 
Frence , too . 

HUbir. : We are like t he American Ind1ans . 
very go sitters . 

Bewley : You are i .n a very happy position. 

We are 

ijll .Jr .: Yes, we are 1n a very comfortable position . 
If, during the next few days , anything happens , call up 
Taylor and it it is important enough I would be delighted 
t o have you c~me up and see me. BY air it only takes ll 
houro. Uy impression is that the English will not move 
tor another week or ten days . 

TPYlor: They would do it during my Twentieth Reunion, 
which is next Saturdss ! 

Lochhead: can ' t we arrange that these crises occur 
in the middle of the week? 

Bewley: The ultimate fact seem& to be the weakness 
of the Frenoll Governcent. I• it not t•eal lY t nat they are 
internallY wealt and are atra1d to take any steps? 

HU.Jr.: I would not want to paaa on it. 
I have been 
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j ust sort of t aking everybody at race value and 1! Ur. 
A.u-iol says that. he might do this t.lling, I am just takine 
it that he means what. he says, but. everybody who knowa 
the French says that they will only move when tbey are 
forced t o . People s~· they will never come through with 
a clean- cut devaluat i on . Just aa lon~ as we have this 
thing, it certainly keeps the world in turmoil. 

Bewley: I would like to suggest oomething, but I 
real ly cannot. 

ffU ,Jr.: Well, juet wait and see what happens , If 
we get anything we will let you know. 

Bewley : If I hear anything I will let you know. 

HJ.! ,Jr.: I will surely be back Sundey nlght.. 

ooo- ooo 

After Bewley l ett, Hli,Jr . said, 01'/hat I got out or 
hi m was that I was not sure whether it was a good thing 
ror Holland and he showed very definitely that England 
would not want it . • 

HU,Jr. also said that Phillips, when he stopped i n 
earller 1n the evening, had sai d that on the 16th the 
question or sanctions comes up 1n Geneva and, after all, 
Engl and has a great many i rons in the !ire and this is 
just one or them and their relationshi p w1th France on 
a trading basis right now is of t errific i mport ance to 
England and the reason why England will not do anything 
unless France comes and auks her, i n Phillips' opinion, 
i s that England definitelY would want to put France under 
obl16at1ons to her. In other words, England would not 
make it easier tor France t o devalue unleas through doing 
this she put France under obli~ation to her. 
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C!)rning: 

June 8t h 

The following were present at the 9:30 meeting this 

l4r . McReynolds 
lolr . Upham 
Mr . Bell 
Mr . Haas 

lliss Roche 
Llr . Toy lor 
Llr. Gaston 
Mr . Oliphant 

lolr . Morgenthau ; Good morn1ny everybody . 

Group: Good morning . 

161 

lolr . ~orgenthau: There is just one thing we must not let 
go by the Board and that is the material for ~netary pl anks for 
~cr.'!ltor Vlaener . Wallace tells me he wor '{ed some out on Agriculture 
~aturda'l . I don ' t see how we can do ours till we see the Republican 
e10ney plnnk but if everything ~s all right and i t is agreeable t o 
the President I am going to leave tomorrow morning and, i f every­
thing stays quiet , I am going to stay away for the week and if 
Wagner w.nts to see me I could run him up in ~n hour or an hour 
and half . I could send him on the plane . I take it that he 
flies . I would go up for the first two days and rest and then 
let 11rs . Klotz come up . Frankly, I am nll washed up. 

l!r . Gaston: We have some preliminary stuff , written on 
all phases which we expect to cover, i n shape for goi ng over and 
rc-writinr . I promised I would have a talk with John Fahey who 
has so:ne ideas and also ulan to see l.larriner Eccles and Ur . Thurston . 
They hav some ideas . · 

¥r · Morgenthau: Be gave very definite instructions on 
those thinr s . I would 11ke to call up rlagner. I don 

1 
t want to make 

good yet - I want to see the Republican ' s . I got this idea from 
l1steninr to Wallace . If they have a bum money plan then you our.ht 
to send for the American Farm Bureua or Grange and give our money 
plan and if we could meet them half way ~nd with the farm organiza-

tions 
Mr . Gaston; I am afraid we vdll got into difficulty with 

those peopl e trying to satisfY them. 

lolr . Uoraenthau.: Well Herbert let me put it this way . 
What should I toll Wagner? 
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J&r , G$Ston: 
r;iddle of the week? 
heve it now. 

by couldn' t I t ake it up to you 1n the 
:'fe will h .. ve 1t in better shape than we 

Wr . ygreenthau to Mtss Roche : Uave you been working on 

e.ny pl:lnks? 
41ss Roche : No , not very much sir . I have conferred 

with some of the relief people . 

!.lr . ~'orgenthnu: Are you workinll on this Cy? 

·~. Uph M: Oh I wrote a little bit . 

Mr · Gaston : He bas written as much as anybody else . 

Mtss Roche: I would be gl~d to help. 

lh" , '.!orp:!'nthau: This will be a big opportunity as f ar 
as th~ p rty ~oes . 

Heard ov~r the loud speaker : 

Senutor Wap:ner : You see if WEI woi t for everythi ng until 
the --~- on Mondr.y I f/anted to have somet hing ready. It doesn ' t 
mean th t it is going in that wn1 because 1hen the President comes 
back we b1ve to sit down With him but, in confidence, as a matter 
or pr~paration that ' s all . 

Ur , ~orgPnthau: I am goinr to ask you to give me a day 
or two more if you don't mind • 

• T~ .. ner : All right . I am 11:ett1nr t his t ogether quietly 
and no >ady mows a'l'\ythi," ~.bout this 'It all . 

Mr . Morgenthau: You see I h·d ~bond issue last week. 

!?en .tor , gner; I see th&t went over in gr eat shape 
didn ' t i t . 

the 
Mr . Morgenthau: They certainly can' t say we can't raise 

money or that there is anything wrong with government credit. 

Scn&tor Wagner; 

l(r , Morgenthau: 
~ot this thinr very much 
charitable • 

That ' s a good point to make . 

They can' t laugh that off , Well I ' ve 
in my mind if you will just be a little 

. ~s"'e.,n.,a.,t"'o~r__,fl,;a~m...,.eiAr~:_I want you to understand this is nothing 
tor publica tion . When we sit down with the President you uy want 
to modify it , 
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}!;t_, lolore~>nthay : We are all working on it but i t just 

has not jelled. 

tfote: End of telephone cgnveroation . 

Mr . Me Remolds: Hester says if you will call Barlc1ey 
and ask him to get the Committee together this morning that 
everythin~ is set and if you can get the Committee together he 
says theY cnn get it out and he thinks they can get it passed 
to-day. Re got that Coast Guard Bill through - passed by the 
Senate on Saturday and ready for signature. He is some lobbyist . 

Mr. Horgenthau: Who? 

llr. llcRemolds : Hester . 

llr. •orgenthau: Can' t they poll the Committee? 

~r a Ol.i!!llant i Well apparently the Committee bas to meet . 

Mr. McRevnolds ; It is a Special Committee in charge 
and Rester says if you wou1d call Bork1ey that would be the push 
Lhnt they need to get the thing out . If they get it out this 
mornin~ the Senate wi11 pass it this morning . 

Note : Secretary llorgenthau was trying to get Mr . Wilbur J . 
Carr on the telephone. vr . Carr is Assistant Secretary of State . 
fter hanging up Secretarv Morgenthau said, •llr . Carr lost his cane 

so he has not been able to come down to the office• . (Laughter by 

the group) . 
llr . Oliphant to Mr . "orflenthau: Tell ber (meaning Operator) 

to put in a call for Barkley . 
Mr . ~~orgenthau : I was p:oing to let Steve spend the rest 

of the day on the Hill but Steve isn' t here. 

Mr . Gaston; Hester didn ' t take any chances on that. 

Ur . McRemolds : You knoW Rester ' s bac!tground is a 
salesman for F~ller brushes . (Hearty l aughter) . He made his 
way through Law School selling Fuller brushes . 

Mr• lolorgenthau : They get them together and have a 
salesmen' s so~ and then they have regular instructions how to 
put your root in the door and never take it out until the l ady 
says yes . (Vore hearty laU6hter) . 
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Mr. wcRevnolds : Hester can make more peopl e m..~d ,and 
then g6t them to do what he wants, thnn anybody I ever saw. 

Mr . L~rgenthau : Where is Hest er? 

!fr . McRevnolds : On the Hill . 

Mr . Uorgenthau ; I think everything except these planks 

arc in good shape . 
Ur. Oliphant: Will the Board of Tax Appeals be up to-day? 

I heard f rom Will Keleher . Be says Real i s good . 

Mr . Oliphant handed the Secr etary a telegram and the 
Secretary read it and then saill: "VIe can \d.ck out the woman member 
of the Board of Tax Appeals provided we t ake a husband whose wife 
is accept able to ~lly Dewson ." (Laughter) 

Mr , !.lorgenthau: I think this woman member of the Board 
of Ta7 .ppeals is very very mediocre. Uy attitude i s it is much 
worse i n government to have a poor woman. I would much r ather 
not have any . 

Miss Roche ; Well we pay moro heavily for it than men. 

Mr . !Aorgenthau: They expect more . 

Note : Senator Ba rkley 1 s cllll came through and Secretary 
Uorgcnthau conversed with him as per the at tached record of their 
converslti on . 

~r . Oliphant: flould you mind asking her (meaning the 
Operetor) to get Hester and we will have him go see Barkley. 

Note: ht this point Secr etary Morgentheu called Mci ntyre 
ct the .;hite House reminding him that Mr . Farl ey and he are r eady . 

klr . !!orgenthau: !.!r . Wallace says I do r.ot kno'll' anything 
bout it . I will t ell you what he says . He says "you can 

1 
t take 

his 296 million which is due the farmers for crops because i t i s 
just r obbing the farmer of the money he i s entitled to." 

Mr . Oliphant: It should be used to take up these 
refunds . That was explicitly agreed to. 

Mr . Bell : The 296 was to l i quidate the obligations 
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.ote: tr . ell was interru?ted by a c~ll coming through 
tor Secr!'t ry llor ll:"nthau from L!r • • 111 bur J . Carr, of ~he Stute 
Depart~~nt, th6 call having been placed shortly after the meeting 
was under way . 

Mr . J.lorcenthD.u to Mr . Cnrr ; Yes terday your Code Room 
cent me the ori ginal of Cochran ' s cable . Now if you don ' t want 
me to keep th·•t in my own private file I will be gl ad to r eturn 
it to you. I have a privat e safe and I will keep it . The one 
that is comin& now i s equally important and if I could have the 
o:i·in 1 I am telling you t hat no one will see it but I will have ­
I vt a private saf e t hat only one person has access to. llormally 
I don ' t w~t the ori gi nal . 

Note: No part of~ . Carr ' s reply could be heard as the 
loud spe~ker was turned off . 

IAr . "orgent hau: Let ' s do t his . Couldn' t we send Wallace 
so~ethin showing how the 296 was arrived at - the breakdown? 
~~at do you want for Guy Belvering under that? 

Mr . Bel l : Well they ~unt administrative expenses tor all 
these refunds and then they want the original money . Now they don ' t 
know how much i t is . 

Mr . l!orgent hau: Will you do this for me? It is purely 
a budget matter . 

Can 

Mr . Bel l : Well t he Trea$ury was in it at the time . 

!~ . uorgenthau: Wel l your,in the Tr easury aren ' t you? 

~ . Bel l : Yes . 

llr. BE-ll : What do you wrmt me t o do with it? 

' lr . !Aorgenthau: Y/ha t 19 fP ir and just . 

r.!r . Bell: I t hink what i s fair and just bas been done . 

I will leave it entirel y in your bands . l.!r. Morg enthau: 
I forgot about it? 

Mr . Bell: Yes . 
Llr . !AcRevnolds: I am in entire agreement wi th Dan. 

1o!r . !l.orgenthau: Thai's lucky (Laughter) 
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llr, HQI!lenthau: Kaybe you would rather h&ndle it than 

turn it over to Bell. 

Mr. llcReynold s : I wouldn't think of it . 

Mr, L!Qrgenthau: All right with you Taylor? 

Mr, Tn:tJ.Qr: Splendid. 

Mf• Morgenthau: And 1n the let ter he says he is 
perfectlY willing to give away the balance that is kept in 
customs if we would use that . That's where he suggests that 
we get it but the 100 million from AM must not be touched . 
Re does not want the 100 million touched . 

Yr • Oliphant : After the invalidation of the AAA 
we all sat down and asked how much it would cost to wipe the 
thing clean and these things were included . 

Wr, Uorgenthau: If everybody is willing to let me 
have it signify by saying aye . 

OrQup : Aye . 

Mr . Oliphant: What was the word on the Board of 
Tax Appeals . 

Mr, ~'orgenthau : When I get word you will meet 
with me and "e will have a rehearsal five minutes before. 
You can t ake Beal . 

Mr· Oliphant: He wants Childress und Beal, be said, 
1f you save up the woman. 

llr. !.!orgenthay: Both Childress and Beal are married 
to ~lly Dawson girls . 

Y!ss Roche: We do have our use for some things . (Laughter) 

Mr . liQrgenthau: He is satisfied with Beal. 

Mr . Oliphant: Why can ' t we have Beal and our good man 
from California - Tr~ynor . We could strengthen that Board . 

Mr · Morgenthau: We will have a rehearsal bef ore I go . 
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B: 

J. Jr : 

B: 

I~Jr : 

B: 

lilljr : 

B: 

lllljr : 

B: 

Hllj r : 

B: 

Hli jr : 

B: 

Monday 
June 8 , 1936 

and _ Henry Worgenthauf Junior -
I still say I ' m •Junior to him. 

Well , just ~eep up that illuslon . 

Well, it's all right. I•m calling up on not a very 
important matter but I would appreciate the help. 
And that ' s on this Treasury Agency Bill - consoli­
dating the Treasury Agencies you know? 

Yes 

Wl\ich there bas been all this argument about and 
~eenan bas been up there and al l t hat business, you 
len ow? 

Yes 

167 

Well now, Keenan wrote a letter to King Friday before 
he left saying that the Department of Justice had no 
interest and no obj ection. And Homer Cummings has 
t old me twice that he has no interest and no objection, 
see? And I talked t o t he pres ident last night and he 
told me that I could quote him as saying be very 
definitel y would like t his t hing to get t hrough. And -
well , I may have fault s but I t hink you r ealize I am 
truthful . 

I called - but Keenan was over there the other 
day lobbying around against that bill -

Yes 

And I gave him the devil . I sai d , •I wish - if you 
f ellows a re opposed to this thing why don't you coca 
out in the open and come before the Committ ee and give 
your reasons? ' 

Yes 

And then I said, ' Romer Cummings I under stand is not 
against it '. So I called Romer -

Yes 

And never got him and be call.otd me later and told me 
that be of course was not opposed to it. But I told 
him to call King. 

Yes 

I don't know whether he did or not . 

Regraded Unclassified 



-2- 168 

!lljr: Yes 1 he did. 

s: Yes 

HIIJr : 

ll : 

!llljr:­

ll : 

H!.ljr : 

8 : 

lii'Jr : 

B: 

HliJr : 

ll : 

IUIJr: 

ll : 

!llljr: 

B: 

E!l4Jr : 

B: 

Bll jr : 

B: 

IDijr: 

B: 

l!l.l jr : 

He did call King. And Keenan - I finally got 
Keenhn to write King a letter -

Yes 

- saying that they wanted it . 

Yes 

Keenan had no business up there doing that. 

Well , of course he didn ' t. 

Now, would it be asking too much to either call the 
Committee or to poll them to your sub-committee? 

Well, t he Committee has already authorized the bill 
to be reported. 

Well , couldn't it - ? 

King has been holding it up. 

Well, couldn•t it be 
today? 

couldn 't it be gotten out 

Well , I am going to see King today and insist that he 
make his report . Be 's got the authority to do it 
because the Committee voted on it last week. 

Well , Homer did call Kir~. 

Yes 

Because he told me so. 

Yes 

And - if it got out you could pass it today . 

Yes , I suppose so . 

I mean, I 

Is that story true that was 1n t he paper the other 
day about this fellow Glav1s? 

Absolutely not . 
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HllJr: 

B: 

cKjr : 

E: 

,:lljr : 

8: 

-3-
169 

~ell I - there ' d be - it that were true it 
aight cause some opposition over there . 

Well , I don ' t Dlind telling you tbr.t I talked to the 
President about it las t ni~ht and I said as r ar as 
I was concerned I just wouldn't have the man. 

Yes 
And the President didn ' t seem t o know anything about 
it . 

Yes 

Well , I - I can give you ~ word -

I suppose it 1 s one or those - well I just simply 
want to be in the position because I know how -
there' s a lot of f eeling against him over t here on 
the Hill . 

HUjr: Well, I can give you my word, as l ong as I'm here 
Glavis won't head that Agency . 

B: 

BJ.Ijr : 

B: 

Hlljr : 

B: 

Hloljr : 

B: 

H!.l jr : 

B: 

HUjr : 

B: 

Well, that ' s al l right . I did want to put you wise 
to the fact tha t 1f that were - if it were thought 
that were true -

Yes 

There would be some opposition to the bill -

No 

- over in the Senate. 

llo , no 
Because, I don ' t know - they seem to hold him in sus­
picion over there . 

No - we haven' t - we haven ' t got anybody and when the 
bill passes I 'll take it up with the President. 

Of cour se . Well, I 'll see King - I'll see King today 
and see i! we can ' t get it out. 

Alben, I'd appreciate it very much because it's been 
kicked around and it ' s a move in the right direction. 

I was - listen , I was expecting King last week, after 
Bomer told me he'4 called him I didn't ask King 1! he'd 
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B: 
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called him, but I thought he'd tell •e because he had 
been t elling me all along about the Department ' s oppo-
sition to it . 

Yes 

But I 1ll see him today the fir s t thi ng . 

Well , what I - I 'm not going to do - aay I say -
leave it entirely with you? 

All right -

!llljr : Do you mind - ? 

B: 

!llljr : 

8: 

Hlljr : 

B: 

Blljr : 

B: 

HIIJr : 

B: 

Hlljr: 

B: 

Bll jr : 

B: 

BIAjr : 

B: 

Blljr : 

B: 

Assuoing that it will get 1n very poor hands - but 
I 111 do the very best I can . 

Well , I disagree with you a thousand per cent. 

well, we ' ll see what happens . 

Yes, I know -

You may have to r evise your judgment. 

No , I never have yet . 

Well , I ' ll take it up with him right away. 

I heard you make one key note speech and I am looktng 
forward t o another one. 

Well , I'll tell you this t ax bill has gotten me so 
darn stale I ' m afr aid I •• going to make a flop. 

Ob, go on, you111 make the speech of your l ife. 

Ob (Laughs) Well , I hope so. 

I know you will. 

Well , I'll call you back later. 

Thank you very much. 

Will you be 1n the offi ce all day? 

You bet - t he President ordered .. to sit here. 
(Laughs) He aa id , •Don' t you go out of town until 
my tra in leaves and don ' t you leave your offi ce un-
til ay train leaves• . 

'lbat tille is be leaving? 
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BVjr: Ten soatethiDC -

B: Tonight? 

Blljr: Yes 

B: Oh yes 

Blljr : Yes 

B: All right . 

Blljr: o. K. 

Regraded Unclassified 



Tuesday 
June 9 , 1936 

l:lliJr : llr . Phillips , pl ease -

Operator : All right 

l!Ujr: State Depar tment - hello 

Operator 1 Ill' . Phillips 
'.ifm. 
Phillips : Oood mor ning , Henry 

HUjr: Oood morning 

P: I bope you are feeling a little more rested. 

H¥Jr: Yes , I am going to leave in about ten minutes to go 
to the Farm. 

_ P: Yes 

ll!ljr: I talited to Cochran this morning. 

P: Yes 

HJ.l jr: And he had nothing new. 

P: Yes 
ll!.ljr: And he bad not yet see.n the new Governor of the Bank 

or Fr ance but he expected to see him today. Be takes 
office at two- thirty . And he said that the new 
Governor had not cut orr his old connections so I 
gathered he is having - taking sort of a leave of 
absence so if he didn't like what was going to go on 
he could go back -

P: Yes 

B11jr: - t o hi s old job . The only thing that I picked up -
that up t o t he time I talked to him, Cochran , no gold 
had l eft - been engaged today. But the franc is 
again down below the gold export point and they expect 
another rush any time. The gentleman came to see me 
l as t night after you di d --

P: Yes 

RMJr : And be bed bad another message and - whi ch sort of -
I gather ed that th8J' d idn 1 t want to do anything for 
two or three dqs . 

P: Oh -
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P: 

Hllj r : 

P: 

lr.ljr : 

P: 

Hllj r: 

P: 

H:ljr: 

P· J 

llll jr : 

P: 

Rlljr : 

-2-

So - well I Sbid , 1 Tbat 1 s all right' , I said, 
•the way the American Indians are,• I said, •I•s 
a very good sitter, I can sit a long time ' . And, 
so he said , •Well , after ell, you people have got 
not hing to worry about ' . which I thought was 
rather interesting . 

Yes 
And then I read him enough of the cables to let him 
know that the Dutch were thinking of tying to ster­
ling and t hat seemed t o worry him a great deal. And 
I asked him, I said, •Row does the affect you? ' 
•Well,' he s&id, 1we wouldn't particularly like to 
have the Dutch tie to sterling' . 

Yes 

• ••• or the Swiss •. 

He said that? 

Yes , he did. So , it s eemed - that seemed to bother 
him considerably and then of course again be said, 
1We have had absolutely no information, we don ' t 
know, and unless they approach us we are going to 
sit tight '. And then i n talking to Cochran this 
morning I sort of asked whether there was any possi­
bility of getting the French to stop and talk t o the 
Briti sh . And he said, ' ..• out of the question•. 

Oh, he said be couldn ' t talk to them, or --? 

llo, he said, but, he said the wa:y the conditi :ms are 
now, he sa id if he just, he said they ' d consider it 
an im;:-ertinence on his part if Cochran would suggest 
t o the French that the French talk t o the English . 

Oh -
He said they would consider it an impertinence on his 
part . 

Isn' t that curious? 

Yes - and so Cochran said, •Well, your relat ions - ' 
-I mean be was very careful in his t alk, he didn't 
mention any names- •but the English are still friendly , 
aren'ttbBy?' And I said , 10h, yes,' I sai d , ' They 
have been entirely friendly , ' but I said, •tor a 
couple of days we will just sit back and wait • . And 
I said , • I imagine by friday or Saturda:y morning 1! 
things get acute again why we'll have another •essage' . 
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t!loljr : 

P: 

I!Kjr: 

P: 

!llijr : 

P: 

l!Jljr : 

P: 

m.ljr : 

P: 

I!Kjr: 

P: 

InlJ r : 

P: 

B11jr: 

P: 

HliJr: 

P: 

llllJr: 

-3-

Yes , I sue . 

But evidently dur ing the day Bewley did get a Message 
telling him to lay orr for a couple or days . 

Thank you very much, Henry , that ' s very interesting . 

Now t hat boils the whole thing down and of course I 
don' t know what' s going on over there ani and 
what I gave people who are with me, I mean, I gave 
the distinct impression- well, I - it ' s - I 
can wait , I have waited three years , I can wait three 
months more . 

Well, I -

I mean I -

I think I understand the - -negotiations of our tips -
the politica l negotiations. 

Yes , I mean I showed no nervousness whatsoever. 

Yes 

You see? 

Yes 

You think things are very tense? 

Oh, I know they are because they are getting up towards 
the sixteenth -

I see. 

- or this month when the Council or the League is sup­
posed to meet in Geneva . No one knows definitely 
whether it ' s going to be, but that's the normal schedule. 

Well, Bill, if you get anything important will you 
phone me? 

Yes, indeed 

And 

or course I will. 

And 1! I get anything, but I don ' t intead to call 
Cochran now again until something happens . 
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HUjr : 

P: 

BKJr : 

P: 

HI!Jr : 

P: 

Hlljr : 

P: 

IIJ.Ijr : 

P: 
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Yes 
But we just got word from one of the Hew York banks . 
They think that the Russian gold is going to start 
again . 

Yes 
But - we just have to sit. Do you see anything else? 

No - not a blessed thing. 

All right. 

Well , I do hope you ' ll get a good rest - have a 
chance to forget your troubles for a minute anyway . 

Yes - and if anything should happen that affects 
the currency as far as Italy and Germany a re con­
cerned you' d let us know too? 

Oh yes 
I mean anything that you have on t he currencies . 

Yes 

Thank you very much. 

Goodbye . 
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June 10, 19~e 

Earle Ba111e called HU,Jr. on Tuesday and told b1m 
that there was some uneas1nese among the banks as to 
whether there would be enough boats to take the gold 
which m1ght be expected to arr1ve th1e week-end. HU,Jr. 
asked LOchhead to check up. LOchhead d1d so and round 
that there will be 13 steamers sa1ltns between Wednesday 
and Sunday , 1nc1ue1ve, th1s week and, therefore, the 
alarm did not seem to be warranted. 

Today when HU,Jr . t elephoned rrom the r are, be t old 
~s. Klot~ that Gordon Rentschler bad called him this 
e10rn1ng and had told him the same story that Earle Ba111e 

had. 
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!Bi1SJl!T I1KP Ali'Nift 
l'oehlnct on 

J'Oll J!BI.J!&SB, IIOJ!Nll!G NE'ISP.IiPERS, 

f ednoadn7 , June 10 . 1936, 

Pron Senioe 
llo. 7-59 

Socrotart of tho Treasury VorgonthAu to~ nnnouneod t ho finol subecription 

and ..Uotcent figure• 1li th rospoot to tho current off or in& ot 2-3/4 poroont 

'l'rci\IIU'1 Bonda of 1951-54 ond 1-3/8 por cent 'l'l'onauey llotoa ot Seriea ll-1941. . 

Subecript ions and allotmonta ~oro dividad among the aovoral 7odoral Roaono 

diatrictl and tho 'l'l'ooaury aa follou11 

Federal Reserve 
Diat rict 

Boa ton 
II"" York 
l'bile.delphia 
Cleveland 
Richmond 
.ltlanta 
Chicago 
St. Louie 
lliDDOIIpOlia 
I:ODII\8 City 
Dallas 
Son Francisco 
'l'r 01\IW'1 

TOTJ.L 

J'odorol Res&rvo 
District 

Beeton 
IICil York 
Pbilndalphia 
Olevoland 
Richmond 
.lt1nnta 
Chicago 
St . Louie 
llinneapolle 
lanaaa Ci t;y 
Dallae 
Son l'ranc1eoo 
'l'rO&IUr)' 

'1'0'W. 

2-3/4 PERCEliT TRUSlJRY BOIIDS OF 1951-54 

'l'otlll Cash 'l'otol b chengo Total Cash 

Subacriptiona SUbscriptions Subecriptione 

Receivod Reoo1vod Allottod 

(Al1ottod in full) 

$ 404' 340' 200 $ 25,001,200 $ 60,519 , 300 

2 , 2'34, 799,300 588' 822 ' 200 '320, 938,150 

239 ' 2'35, 800 12,167,000 37, 688 ,300 

244,664,450 11 ,846, 400 40,564,200 

140, 575,100 39,186, 600 24,024,800 

~08 ,040,000 10,167, 000 20,334,9 50 

'376, 426 ,700 157 ' 923 ,400 65,039, 650 

112,264,300 19, 540, 400 22 ,941 ,000 

60,206,350 27 ' 556, 600 11,701 ,150 

77, 845,550 34,715, 500 17,112,100 

83, 406,950 7 ,140,100 18 , 641 , 150 

198,264,100 18,212,400 30,986, 600 

J. , 787,700 3 ,851,900 315, 800 

$4,281 ,856,500 $956,130, 700 $670,807, 150 

'l'oW. 
SUbecriptione 
Allotted 

$ 85, 520, 500 
909 , 760, 350 

49 , 856, 300 
52, 410, 600 
6'3. 211 ' 400 
'30, 501, 950 

222, 96'3, 050 
42 , 481 , 400 
39 , 257. 750 
51,827, 600 
25,781 , 250 
49 ,199,000 

4 , ;1.67 , :!22 
$1,626,937.850 

l·-3l8 PZllC::J<T TREA~ l!QD:i Ol' SERIIli B-;1.9~ 
'l'otol 

'l'o t oJ. C nsh 'l'o tnl J:xchllngo i"O tol Cash 

SUbeer1ptiona Subacr1ptona Subacript1one SUbaoriptlone 

Boco1vad Boooivod Allotted Allotted 

(Allotted in !\Ul) 

$ 200. 309.800 $ 4 , 524,800 $ 31,169, 100 $ 35, 693 , 900 

1,440,293 ,800 45,934, 500 217, 654, 300 2~.-.eoo 

145,006,000 1 ,959, 700 22,264, 600 24, 224,300 

198, 529,500 1 , 349, 500 30,815,200 32,164, 700 

94, 809,300 803, 300 15,199, 300 16,002, 600 

72, 664, 500 565,200 12,437, 400 13,002, 600 

252, 356, 200 4 , 713,000 42,066,000 46, 779 , 000 

76 ,270, 600 702,100 14,193,900 14,896,000 

40, 824, 200 2,816,000 7 , 167,000 9 , 983,000 

57,140, 500 1 ,911,300 10, 50'7, 200 12, 41.8 , 500 

54, 569, 800 10 , 043, 500 , 500 

138,446 ,700 21, 481 , 000 600 

~ 1 f()()l 00() 
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Jwte 11, 19;56 

~nn secretary telephoned the !ollowlng rroru the rare today : 

:iU~Jr .: Cochran Just called me, In the !irct place, 

oa lee 48;5 and 488 are com.lnS through and t.ell t hem over 

at the StPte Department to please rush the deooding, 

The point io t hQt Caillaux has Just made a stat ement, 

which ho has cabled us, which is word !or word what Auriol 

told Cochran 1n the etricteet con!i dence . He has come 

out with a !lat s tatement Pnd Cochran r eminded me that 

be!orb Cochran eaw Auriol he had been 1n contact with 

Caillaux . Now Oa i llaux has oome out with this statement 

in the paper, word !or word, on atabilization as to what 

Auriol tol d hlm in con!idence. 

That ' s No , 1 . I want you !allows to read .\t, I 

want you to discuoe i t with Phillips ac t o whether we should 

show Caillaux 1 statement to Bewley. 

Now the other thlng is, Bachmann, President or the 

Central Bank or Switzerland, called up Cochran and wanted 

to know i! he had any answer, ana I would like you t o talk 

that over with Phillips, and arter you ..._ ! allows have 

talked lt over there I would like to hAve Phillips call me 

at the !arm, But I want Ph1111pe to read cableo 48;5 and 488. 

I want t o know two t ntnge : (1) generQl advice; (2) 

whether we should bring Caillaux 1 speech t o Bewley ' s atten­

tion and tell h im that he oeeme to be talking o!!iclally 

and (3) whether we should give the Swlee and Dutch any answer, 

because the Swiss have aeked what progress we are oak1ng . 

I want you to nave a talk with Phillips and atter you 

have had that, you might ask P~ll1ps i! he could arrange 

1t and knew when I would be here , he might drop over to ~ 

o!tice eo we could use t he l oud opeaker and make a record 

or the conversati on. 

Tavlor: I will get in touch with him right away. 

HU.Jr.: Another thing, Phillips should certainly dle­

ouss this with Ur, Hull and get Hull's opini on, 

Cochran also said that t he tn.lnS 1n Par11 il auch wor11; 

that t he Crlllion Hotel 1e closed up entirely; butcher ahop1 , 

restaurants, everything are cloa1ng and t he thlns U IIUoh 
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worse, ao while it isn ' t on the surface , underneath it 
18 much "oree . 

The tact that Caillaux should come out with a public 
statement eaying word tor word what Auriol told us in con­
fidence 18 terrificallY significant. Furthermore, they 
reallY have devalua~ion in France now, but •ron't admit it. 

TeYlor: Any indicationo of that? 

m.t .Jr .: I don ' t mow. He J ust told me that. 

The beet thi ng ie tor Phillips t o drop into tho office . 
If you have the cable around 5 o'clock your time, make an 
ap~ointment !or 5 o ' clock and I would be home at that hour. 
Tne reason I want him to come to cy office is becPuse I 
like to ma£e a record ot ~ calls and I have ~be f acilitiee 
to do it . It he raises any obJection, you can go on over 
there, but tell him I would appreciate it. 

Ur . Lochhead: I t hink you would be interested to know 
that the Federal Reserve talked to t he Bank of England t oday 
and as tar as operations are concerned against the tranc, 
there is nothing doing today ; very quiet. 

Hli,Jr .: That checks with what Cochran oa1d. 
tns British wer e out ot the market. 

He said 

~chhead : Bolton though~ they ~ould probablY have 
troub~ by Tuesday when Auriol goes before the Cebinet and 
tells what he wants. He d id not put it as a straight state­
ment, but be thougAt that was the day be was looking tor 
rather than the week-end. 

HU.Jr.: Another thing, it we do see Bolton tonight, 
it you fellows che~ it over, the ques t ion I would like to 
as~ Bewley is to ask his GOvernment what 1f anyt~inS they 
are going to do over t he week-end, but I want you fellows 
to talk it over and don't do anything until you t alk to me 
at five o ' clock, your time. 

Why don 't I talk to tour o'clock your t ime and tive 
o ' clock ~ time? 

Lochhead: That is with PhilliPs over her e? 

Hl! . J r . : Yes. 

Lochhead: The significant thing about the &.nit of 
England conversation thiS corning was this : you remember , 
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1aet saturiny a couple or banks said there were rucoro 
that the British were operat ing 1n dollars? We had an 
opening today to speak about it and Bolton ea1d1absolutely 
nothing. They have not operated i n dollaro ; that the 
onlY umall operations they do are against commercial ac­
counts ; that everything they do ie put through the Federal 
Reserve Bank and will continue to do eo. So we have that 
ttxed UP · But tbat wee the moat significant part of the 
conversation. 

The market 1e quiet . Your bonds are off 2 or 3/32
1
&. 

W~ .Jr .: Have you heard eb~ut the Federal Land Bank 

bonds : 
Taylor: They closed the books at 11 o'clock with cash 

aubeor1?tiona of 4 ttmes the acount of ~e offerings. 

nu.Jr .: Good boy! 

T.: And of course they haven't heard from the exohangee . 

RU,Jr .: Oh, that ' s all right. 

Tgylor: ApparentlY went very well. 

HU,Jr . : Ulss Chauncey, will you tell ure . Klotz that 
I am going to call beck again at four your time? And have 
her cet rrom Gaston how many people are comins Sunday night, 
because ~s . Uorgent bau will talk to her at four o'clock and 
wants to arrange for supper • . Aleo ask her to lo~k up bow 
much we ~id Charles last summer and get ~cReynolds to d i ctate 
a memorandum on Just what he has done with Charles about his 
pay and vacation. 
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FS 

SEcrEtary of StatE, 

Washington. 

483, JunE 11 , 3 p . m. 

PROM COCBRAll . 

GRAY 

Pario 

DatEd JunE 11 , 1936 

nt~ ' d 12:28 P• m. 

Caillaux, formEr Uinisttr or Finnn~E end now PrEsi· 

dEnt of SenatE FinancE CommittEE, contr~batEd an articlE 

to today ' s LA REPUBLIQUE undEr titlE "objEctivity" on 

FrancE 1 s monEtary nnd Econoznic problEms . BE urgEs 

iunEdiatE monEtary alignmEnt in concErt with gold bloc 

countriEs first and t l'.En with gre:at powErs whosE currm­

ciEs arE still unsEttlEd, along with far-rEaching commEr­

cial ngrttmEnts calling for monEtary ond Economic pEacE 

which accompaniES polit1oal p€OCE . 

Coilloux rtcnlls that n ytar ago hE £~prEssEd thE 

hopE th at unsEttlEd currtnciEII would align thEmsElvEs as 

quickly as possiblE w1 tb thE franc . HE points out tbot 

rEcEnt EvEnts will lEnd to mounting prioEB 1n FrancE and 

that such incrEasEs will inEvitably rEsult 1n o cl osEd 

Econa.ic rESiJU for thE country. Suab a rEgimE could not 

bE BUOOEB!'t'ul 1n PrancE lAcking raw -tErialB IUid dEpEnding 
upon 
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FS No, 48~, Junr 11 , ~ p , • · tl'olll Parts 

upon forEign outlP:ts for its quality uports. Pranct: 

must bE nblt: to drlivcr rxports at rraacnablr priers. 

Ht: considt:rs na 1mpouiblr thr auggu tEd eolut1on wbich 

EnvisagEs a n incrEasE of intErnal prict:s eo ae to providE 

a comptnsation tor forEign salEa wbich hr t:xpla1ne would 

amount to nothing morr than n huge indirEct tax, HE eaid 

disparity bEtwrt:n FrEnch and forEign priers will brcomt: 

mort: ncct:ntuattd, In 1935 hE favorEd dEflation not by 

cutting budge:t Expenditures but by cnrr;.ir.z out n rar­

rEnching convrrsion of public and privatE dEbts and by 

adlll1nis trati v~: rEorganization, SincE r:con0111y JDEasuru 

will not bE adoptEd undEr nrw Govt:l'DIIIrnt , Ca1llaux says 

FrancE must hurry monEtary allglllllf!nt, He adds that it 

Will bE said that thrutt:nrd devaluation. To this hE 

obst:rve:a that dEvaluation is nlrudy herr 1n fact o.nd ccn­

clud£a that thE monEbt wht:n the grut currents of inter­

national tradE nrc establishEd, thE rr~ ot proapt:r1ty 

t hat will follow Will compensatE thE inconvt:nhncc which 

may turporarily attach to thE lowcrtna of thr vnluc of 

the currmcy, 

HPD WILS<It 
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PS 
\:: portion of this 
tt:lt:gro.m mua t bE ClOSEly 
paraphrasEd bEforE bEing 
communicatEd to anyonE . 
(A) 

SEor£tnrJ of StatE, 

Washington. 

488, JunE ll, 5 p . m. 

( ORJ\Y) , FROM COCHRAN . 

Par111 

Do.tEd JunE 1111~6 

REo 1d 12:55 p. m. 

National City todny invoicEd to Notional City 

34, 000, 000 francs sold bo.ro PRESIDgt;T B!.;m!ilG. 

Paris EXChnngE market quiEt but vEry unEasy. 

Small amount of businEss donE i n stErling at 76,25 

without control prESEnt. At 3 p . m. Guaranty hod sold 

01, 700
1
000. RmtEs down anothEr fro.nc o.nd onE hnlf 

o.nd lt!-Ench shD.rEs dEcl1nin8• Bo.nk of PrancE statollf:nt 

as of JunE 5 sbolrs gold loss onr a nd one l:Jllf billion; 

circulation up 257, 000,000; dEpoaits down 694,000, 000; 

COVEragE 59 , 68 VErSUS 61, 01, 

StrikE situation in Paris district morE urious with 

many hotEls , restaurants , me:at shops, e:t cEtEra, involvld. 

It 1s rumorEd thnt motor busES may bE stoppEd tomorrow. 

MinistEr of FinancE m£Eting with banking rEpre:se:ntativrs 

has re:achEd cErtain wagE o.grn:mmt for bank and Sourer 

employEES and ntgotio.tions oontinur but possibilitJ ot 

thlir striking is not yrt unmoved, (BID GRAY) . 
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tile ""CW'' eta l&r1a-AIIu1- BIIU .,. ...-. 

~ wUIIUa•l• of IWpoaUa U'W ooa'lu.l .. , __,til&' 
4epod'• lla<re :reaolt.e4 :reoo~ 1• le<relw. .l OU'ehl. ... ,.~ 

to 'N1DI kep' •' IU.aloV7 of J1anow of naa:rw ud ope:ra­

Uou apl .. , tile t:raao. flaw fo:relp 'lluko u:re f-.zo til&' 

.,...,. _, H plaow4 1Jl ~1:r -.uo la e:r4w:r to •ta 

~et:r ope:rau... .looo:rtiac 'o •• l&rl• 1 NT1 .. 

otookb:roke:r. aae pvoMMa of AN:rl_. oeo'lll'1U .. a:rw 

'Ntac -.u ., 

Regraded Unclassified 



pAJUPIIltl.lll or BSO!IOI n o ar DLIGUJI 1 0. aae 
of JUDe 11, 1938, frc. the .laer1oaa li:ldiU117, Parte. 

\.lla\ he .lla4 no\ aoUoe4 &a)' paa1otr .llaete in 01101l opora­

U oDII. rrc. a talk wUII IIJ.a, 1t -• p.tllore4 t.llat Me f1n 

ha4 lleoD do1q a fair aaoaat of W.1ae .. , aUIIOQ&Il U 

ee..o4 t.llat be 414 not wat t o ooBYe)' th1e 1~~preee1oa. 

Ano1ihor .bor1oaa f1ra wh1oll no ooataoto4 O&icl. t.llat 

DO' moh bllotu.. no M1JIC cl.o1111 . U wu their lloltof t!t.at 

••t of the illportaat \raaafore of oap1tal trc. lJ&aoe .lla4 
now oal)' 

alr.-c~J MOD a4o, &Del tllat/ pooplo not taalltar wltll .laor1-

oan eoouritiea were oarrriq OQt -u pvo.llaaee of foroip 

exoli&Dc•· 

!Me a orll1J18 I Y1eUe4 frieda at t!t.e llaDlt of rraaoe. 

I •• tll.o O!t.1ef of t!t.o Off1oe of GoYoraor La'berrh, O.Ua. 

tao offioo of OOYerDor aa DoaiD&ll)' MoD tu• ewer ll)' 

J.allo)'rie , but !I.e 1e dill IP....,'"C all !t.le Uao Ollte1cl.o 

no BaU: wort1Ac w1 t!t. tile tr••111'f &D4 lepl experta .. 

tile 4ratuac of a '11111 for r.-1•1• of atatw.toa of tll.o 

Bank of rraaoo. !Ilia lli11 1e to M file4 th1e aftorao• 

or tc.orrw. Bor10Qa ooaoora ewer tile preaPt atate of 

eao1al uaroat 1e .-t tte4 ll)' rq fr1 .... at tao leak. fter 

hll • t)t.at tile .-!lor llute oro faoiq tile eD4 of tilou 

rOIO'IIl'OOO, aa4 81 ... M OM will p&J 1 .... , 11; 10 ~01'1110 

for tilea to -.u tala. faz r .. eipta for tao aoatll of JllM 

Will M a.an lt.tt, ia Y1ft of tile U.oralilocl. at&to of bllal-..... 
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AcoorUq u 117 MUJ.q ooa11aota, lwuoiMe or J'lr•oll 

eube141ar1ae ef eweral ••11-tDOWD AMrtou .....taoi~Uere 

art aeeUq ~ preeea11 d "• of lUior, K11 at '1M -

Uee t.laey are aat1Dc plau for acwiq their Ke1 ... e fr• 

I -1sec1 Oaillux'e r-rte 1Drq telecna Jo. 611, 

Jllllt U, 19H, 21 p.a., etaoe U (!) e1p1f1o&D11 1111&11 lao, 

the Sell&to J'~o o~u .. Ohairall, - trite oe11 • 

t.lao pll)ll1o a RCP•Uoa (f) for \lao 1wahnaUou.l et:ab111-­

U• plaa wla1oh tile M1a1e11or of J'1•aoo 1e HOreUr oou1cler-

1DC ( eee ar hlq:r&~~ Jo • 66'1, of JUDI I, ltal, I p .a.) • 

l.tfortDOt f11lal paracrapll rq Jo. 6411, J-• 5, 5 p.a • 

.l eepuah D011e pr.,.recl ~ Jliet to appl-t tlae Riet 

0~ ttee' • report laae lleea pultl1elao4 wlaore1wa Rin ooaol .... e 

tha11 J'r•oll rooourr 4epea4e upowa the 11l41epa.Ule OODU­

UOD tha11 '1M traDe be ~ue11M te tile poaacl -1UJ1C p.­

eral .... 1118&111• •• pl4. 

DD OJ' 'IIIMU. 

nL~m. 
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!lll jr: 

L: 

IIJ,Ijr : 

L: 

L: 

Hlljr : 

L: 

lllljr : 

L: 

Bloljr : 

L: 

Hlljr : 

L: 

Hlljr : 

L: 

Bloljr : 

L: 

H»jr: 

L: 

Thursday 
June 11, 1936 

What ' s the matter? 

It probably is the weather condition . 

You don ' t bear me well? 

I can hear you fairly well but it ' s quite faint . 

Yes, well go ahead. 

488 - •National City •• •• •• ••. • • (not r ecorded) 
(~r . Lochhead read to the Secret ary Cable No . 488 
from H. K. Cochran at Pari s , Prance) 

•••••• • •• •• a1 together. 

Altogether? 
about f1rty-

five billion -

Yes 
Which would bring it down to about fifty and a half 
after all t he allowances were made. 

I see. 
•Strike situation in •••••• •• ••••••• • • (not recorded) 
(Kr. Lochhead r ead to the Secretary Cable No. 483 
from H. ll. Cochran at Paris , France) 
We haven't got the r est. 

Well , that t hing is - f r OIII Bachmann, he said he 
didn ' t put t hat 1n the cable on purpose. 

Oh, he didn't put anything in on Bachmann? 

No 

I see. 
Be - he said he wanted to - he was afraid to put it 
in a cable. 

I see . We11 t hen there -
anything 1n about 

I presume he hasn't put 
then either, maybe. 

a.o, no 
Wel l , still there is aoother sect!~ at least one 
aore section coainS· 
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L: 

l!ll jr: 
.. . c. 
Taylor: 

aUjr : 

T: 

!tljr : 

T: 

l!lljr : 

RJ(jr : 

T: 

l!lljr : 

T: 

H!.l jr: 

'! : 

HL!jr : 

T: 

Hlljr : 

T: 

Rlljr : 

T: 

HIIJr : 

- 2-

.ell , if it comes , is Mr . Phillips coming over ? 

No, now Mr . Taylor Is here now and he wants to speak 
to you and tell you how that ' s developed . 

0 . K. 

Phillips Is out of town -

Yes 

And I've made a tentative appointment with Secretary 
Hull for betVIeen three and thr ee-thlrty . 

Yes 

I t hought the only th1nv t o do is go over and talk 
to him and tell h1m - show him the cables and get his 

advice. 

Yes 
Now, I don 't think I can get him to come over here and 

call -

No, no - no 

So we 'll just have t o do it on word of mouth. 

That ' s all right. Now, rive had a chance t o t hink 
this over, see? 

Yes 
And especially since bearing t hat cable on Ca1llaux -

(Laughs) 
- my thought i s tha~ we don ' t approach Bewley today. 

It that would - t hat would check with me , too. 

Yes 
It - I don ' t t hink it ' s quite as important as it 
fir st looked . 
No - no , I think thBt we ' d better sit t i ght and wait 
until we bear from Bewl ey . 

0. K. 
I Ul1nk you coul<! go over ther e and if Kr . Rull - I'd 

like him to see that -
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T: 

H'Ajr : 

T: 

iilijr : 

T: 

Blljr : 

T: 

iilijr : 

T: 

Blljr : 

~ . 

Hlljr: 

T: 

iilljr : 

T: 

-)-

Yes 
And see 'lfhether he thiJlj{s - I wuldn't say anything 
about talking to Bewley - whethc·r anyth~ bas 
happened that - that he knows about. 

Yes , that we should do anytldnp further. 

But what Cochran did say was that what Caillaux add 
was exactly word r or word what Auriol said . 

Well , 1n erfect that ' s so. 

Yes 
Of course we know t hat the other two people said they 
wouldn 1 t play • 

What? 
We know that the other two people said that they wouldn' t 
pl ay necessarily. 

Yes 

They 1 d act indepen•lently. 
Yes - but 1n my mail, the mail that comes, be sure and 
send me tho~e cables . 

Right 
But you go over there and talk to Hull and then co!IB 
back and call me. 

Yes 

Can you hear me? 

Operator: 

Yes , I can hear you. 

IAr . Uorgenthau -­

Yes I!Mjr : 

Operator : 

H1&Jr: 

Opero~.tor : 

Rlljr : 

I'm sorry to interrupt you but Mrs. Klotz is back now 
and she wants to talk to you before you hang up. 

All right. 

All right . 

All right . 
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'r : 

T: 

-4-

Hello -
Yes, I can hear you a.ll right. 

o. K. .Yell, you go on over and see Hull, but I -
I think we ' d bett~r sit tight and not approach Bewley . 

I think that ' s right . Now, how about Bachmann? 
Shall I tell Bull about that? 

RYjr : Yes , yes - that Bachmann called him up, yes . 

T: 

T: 

mtjr: 

T: 

HIIJr : 

Yes 

And was waiting t o hear . 

All right, fine. 

Yes 

Right 

O. K. 
Goodbye . 

all right, you call me when you get back. 
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l'ltDit~L .. Uit .. VIt IIAHK 

01' HIIW YO .. K I l ' 

CE CORRESPONDENCE DATL ,_0 11, ltM, 

s.nuw=,'P ••1 CWI"'"III 

I.. W. laotrr IDI ••u or ,,, •••. 

I oalled 111'. Bel'- a\ lOtU a. •• ~. Be MU ae Ulan 

Wll r•arkabl)- li\Ue DWI anUable ln. hiDOe IDcl Uta\ U bll• U 

looll: t o t h• aa 'hoalb U ai&b\ Mke a loq Uae 'botore \he aUuU• 

cleared up. Aa a aa\hr of tan, obaeJOYOI'a aow ~ht 'ba' aah&l'a 

eJ.&ht 4r., on tor a -Ua or •· fbere ,._ed, bowwor, .. be a Ut,le 

.are a.Dlliot:r a'bollt 4Welo,.e\a 1D lru10 aat ...-, 'tlbe \he heeb 

llinister ot nnuoo waa a:poned t o pa'blleb b.11 '"'••' ot the ~­

eial eon41Uoo ot Fl'ueo, llbiob, obYioual)-, woal4 be a Ter;r poor ner;r. 

f bi• ''-'•• ' allbt 'be aa4e oo ho~UT. t bo IIU'Icn 1D IU'ia b.a4 boe 

~et tor the pan \wo or throe clqa, the 4-4 tor 4ollua b.e4 -­

Unuod but on a •• •enOl' aoelo. fbo BrU1eb Coa\rol b.a4 doDo 

nothlD& at allJ waa •or:r •ob • \he teoo, aa 1\ wore. AI tu aa the 

dollar n1 OODoeraed, it waa proballl)- fair .. NT that the au 1 1 4o­

aand wa1 ~un bll'•'na \o be aotilealllo 1D looa.S.. fbe Loatla unn 

1\a\e of lot.bal'l1 \b.ia afto- wUb DO\hina doilll at ell. 
l ast week 

B.UU.. Bol\oll of b.ia ... .uoataa u wbetlwr we nro .,.._ 

1D fi'IDOI or· aterUaa a\ JI'OtE\1 'llbiob I ba4 •wero4 1a tho Dlla. 

\1Te, I told b.1a of ~r• llbiob I ba4 hoan lin Ia~ \bat tben •• 

4at1a1te .rt4enoo of \he BrU11b ,.., aow tr:rlDI u .... e R&l'lial 

\be dollar. Bel'- wa TN7 wz'~Ue 1a b.ia ttaiel, aq1q that he ..Ucl 

auure ae tba\ th"T Ucl ao\ clo a dollu \naaa.U• of ta7 •n tba\ 414 

not allow en UaaS.r .. _,with u. Oeoui•e":r, of ..... ,., th"T .... 

''"inc aoot-t1ae4 cloUu ol'clora. Ill eMi\ia \hilT ha4 u heath ao 

!llnrauen aolt lblpp .... a. wna.s. ... , 11b1a, trta u.. .. u.e, , .. 

\h• nbnanUal to]lar 'bel••••· •• •al• \ell ao ... h "'' tu\ 
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CORRESPONDENCE • DolTW 1&1 &&, II lie 

-...:T• , I I ·--

1 .. '· Ill*• - ...•..•.. 
-·- t hroQ&h __ 

there bad bae DO ...... , to .. _, -" et 0.'"'- VJ. MUUI _. 

that \hiiJ 111M114 .. , --., • ., .. --- ." ... ' wlU..' ,.,,. .. 
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CORRESPONDENCE 

f'IIOI:ItAL. REM.11YW: aAHK 
OP" NEW Yo-.r; 177 

&nu~~------------------------
L . I. J-etr• 

ODe of U.e •• lol'll b..U ~·n '-14 ae onl.q u.et •• 
tnquirt4 of Pane •• "the reel rea- fer the 1DuUYit7 • 

pan of the l'r•ah GoY-•• 1A the tue et the -••ne4 fUcM 
cap1hl froa J'rtDoe. fb.e llll1fll' tel ...... M troa PU1.1 " 1•,_ 

and oablt4 \ h•oe 1\dM thd the r..-a were nna bft ... the 

~-· parthl eelr1nl ., the po,alar t,.., cllle .. un-... 
4.nluaU• *lah, o.b1Dt4 wUh bh-t ...ar­

of t he leadera, rellll\" b 1AU11Uy M t8lce clecd.ai••· 

Regraded Unclassified 



June 12, 19:58 

KU,Jr. spoke to Cochran by telephone early thle mornLng. 
He 1netructed Coonran to 1nform Car1guel of t.he Bank of rranoe 
that the fao111t1es covering the pur~h~Ge of $25,000,000 1n 
gold to be earmarked tor the Bank of France , which had been 
offered to the Bank of France over the last week-end, are t o 
be oonD 1dered ae cancelled. This 1s due to the t act that 
tnere is a new set-up in the Bank of France and tne Secretary 
feel£ that if t hese facilities are again desired the United 
States Treasury should be approached by the new administration 
't the Bank of France . 
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OERMAN COUNTERVAILING DUTIES 

£X'l'RACT FROll llR. TAYLOR' S liE!W ':0 TilE SECRETARY June 12, 19)61 

I had a call !rom Phill ips late this afternoon about 

a cable which had Just been recei ved from our Charge in Berltn • 
. 

In effect, German exchamge authorities want to send somebody 

over here to explore t he possibilities of either postponing 

present action or devisi:::ng some method which would be mutuallY 
....... 

sati sfactory to the two countries. I talked to Johns_9n about 

179 

the matter and he is preparing an answer . There is notldng we 

can do about delaying the application of the existing findings. 

'!/ben it co'!lcs down to finding a method it is questionable whether 

we can pass in advance on any method, but that will be a subJect 

for fut· ther consideration. 

• • • * • * * * * * 
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TREASURY DEPARTMENT 
-1/:f--lRO 

INTaJt 01"1'1Cil COOINUNICATION 

••ow I. • · J"ollaooa , Aetlae Clalof ao-J. of ~. 

8e: Coat:tna11'•• 4dlea oa !'r-e po4a. 

Mr. 01.1pllut ll&a 1utnno4 M to oa" 41l'H\l7 to JOU 

4urill& Ilia u•••• aq 4rflll..-.ta 1a ni!U'4 to \loa noaat o~tor' 

relatill& to 001111hl'ft1lill& 4uu .. oa o.- pota. 

oa ftllr84«J atto~ r- u, Dr. -.r, nm lloonta%7 of 

t~ Comu ...._.,., talkot a._ut \loa ol'tor wi\11 Aoola\u\ IIHro\a%7 

01'bboaa 11114 ~~~r•lt 1a Mr. 01'bbou' ottloe. llii70r lla4 rooat..._ .., 

-ualoatloa ti'Qa Ilia pn~at 1a niiU'Il to \laa orllor, pi'Ollalll7 

'bacauoo Sollucr\ wu ..,, 1a llarUa. Ba nnot u el oul7 lllllloratoo4 

tb.d be wu .ot ., .. .,.. .. otf1o1all7 f or IUa ., ... _,. 

Dr. J1117or upnaoot Ilia _,nelaUoa ot tllo oourtoq 11114 ooa­

a14oratloa wU ia wlalela \las ~ lla4 noo1ft4 Ilia paat ropro•d­

atlou. Bo oai4 be '11114oratoo4 tlaat \loa 'fNullrJ acr\ot llllller tu 

COIIIPulaiOD of a ...... tor,' ~. 11114 \laa\ uti 41apw\e U to \las ro­

qul..-a\8 of tUt ~ -. a •ttor - t o llo 4oo14o4 1a \loa oouna. 

lUll tlala protaoa laa ooat11l1104 for about Wo lllllun t o 41- U. 

ol'ter 11114 tlaa alt•Uoa ronltlae tll&roti'Qa. Altllillacla II& uproaal7 

rotnl .... ti'Qa ....-atlac aq 4M1a1oa or u-oe, Ilia wllllllo u .. 

cuaaloa -uatot b .Uotuoa to a pro-tatloa of tlal'Wo l'WCIIaNtaz 

1. !'laat til& otfoetl"n 4ato of tba ol'tor llo pootpo .... uatU til& 

po .. t'b1UUoo of - .tj u\Mat of Oo!Wa Aaon- t!Mo oo..U llo 

•~loro4. 
Bo ... •noot 1a wa -oouoa nat nora 1a ao oabari\J 

or ~ or preoo4oa\ tor 4aUJtq MJoa4 ao llqa n- til& 4ato of 

plllll 1ca\1oa tU ottooU w 4ato of UJ ol'tor U.Oobl - or 1aoro...., 

4uUoa. fM srutlac of tba ao-«q ..,_. .. ta tuM - 1a ll&oM 

OOlal7 oa a pna\toa wlalU ll&a '- tolloor .. tor __, JMI'&o 11114 I 

laaft .._-lila to U-ftl' o llbal• bftuoa 1a wlalola \loa ottooUw 

4ato ll&a IIHa lo ... r 4alaJ ... altllllllllll ~at owr7 aoU• 11&a Mea 

tol looo4 11J nca•ata tar a loaaor pca\JI at. 
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2. 'l'lla\ the order lie raooaaide~ with a T1• to &n~QUag -

or the Ge~ prooedu.r .. flooa ih ~~pplicaUoa, or ot d&Tiaia& -

buie tor tbl ooatia-e ot Ge _ _,_erioaa trade. 

Dr. llqer 11&4 appanail.7 nM tb& oplaioa or ib& AUorM7 O.aenl, 

alt hough bl aided be 11&4 110i aiuUe4 it, lo PllltiOae would lie .. l'ftd 

by a recouideraUoa ot tb& proce4u.na oo..a~ 117 tbat op11l1oa, aa4 I 

bal1eft tl>.ia 1a 111l4aratoo4 117 Dr. llayer. Bh dhcuaa1oa ot tl>.ia poiai 

attorded u opportllll1ty tor • to rater oou.rteoual7 to the d11'tiou.U1aa 

eueoua1are4 117 tb& 'l'raaau.ry u a reault ot ahpe taken 117 tbe o.­

Gonraaut to preftnt d i aeloeure to our &&nh or tbe u.tu.n u4 opera­

tion or the a.- prooedu.na. I a~~CPate4 tbat tull -peraUoa 117 

t he a.-a with our ettorte to ucertaia the tach 1a ooueotion wUh 

aaoh ah1paent ot &004a would sraatl.7 n:pe4Ue the eatu-at or duiiea 

and aid our at'torte to .ailliahr tha 1• w1 th the leut po .. i'bla l>.ia­

drance to tnda, 

s. 'l'llat DO a4d1 Uoa 'be Mode tor at leut a tortaipt to tb& l1ai 

ot c~1Uu aubjed to tbe oouaterp1Uq duUea, 

181 

The thought 1ll thia ooueot ioa •-4 to 'ba that two or thrH w .. ta 

without &llJ e4d1 U oa to the l1ai would at'tord a 'breeth1JI& .pall tor u­

ci t .. eat to quiet down &D4 tor • oala ooae14eret1oa or the e1tuat1oa, 

No expreeai'>ll or &llJ 11:1114 wu •de with regard to the plua or the !'reaaury 

iu tl>.ie reepeot, I beliaTe it will be .,ra thall two weake before we ehall 

be prepare4 to e4d to tha lht, 

At tl>.a •eUAg or t he J:ucuU..a c-.ltiee oa c-rcial Policy at 

the State Dep&MMat oa J'rlday .,rala&, 1uu 12, secreh.l'J lallaee aiate4 

that Ilia Daparta•t had racelwd reqll8ah rn. oottoa uportere that it 

ell4a&1'or to obtain rna the Treuu.ry &II uhaaioa or tl>e ettecu ..... ie 

or the couaterTaillag duty order, 1111 Olaytoa, pru-'bl7 or the Aa4er-

80n Cl&Jioll c:c.p&llJ , -e •lliione4 u the priacipal appllcut , 

Secret&l'J lallace etate4 that about 100,000 balu or AMriou 

cottoa are oontrechd tor oale to Ga-r ill 'barter deale ia'I'OlTiq 

Gelll&ll &004e which oa11110t reach tbl Ua1ie4 Matu before .Tul.7 11, tl>e 

et'tectin date or the order, It wee illi1Mte4 that eDto-•t ot tb& 

order oa. 1uly 12 would probably reeu.lt in oucellaiioa or tl>e aalu of 

these 100 ,000 balea. 

Ohai- Sayre ulted • what would lie the probable reault if the 

hecutift a-titu on ~roial Poliq requeaie4 Oe 'treaalll'J to gift 

q~~p&tbetio ooaaidereiioa to tha requ.ut tbat the afteoU..a date lie 

poetpolle4 , I replied that 1t 11&4 Ilea a practice or the fra&a'lll'J witllout 

&llJ ucepUoa to dUJ eftl'J req•ai tor t he poaipo-at tor .,re thaD 
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so w• no. ,..,. la\8 or plllllledlea u.. etrH\lw taW Ill tr••l-'a\lw 
or4era ftnlUIIC la Ule ~.SU• or- 01' la__. tat•• I alOO 
etaW ,..,., -ftl "'•-'o fllr po•'J•• •' or, ... .rr.ntw taM 111 
t ile oz«er IM4 Mea -lwll Ule\ I aa an la a po.SUoa to akto wild 
aa••:r ba4 Mea .... to ..U ".-ano; ul na' ., "' wfe\loa w..a 
b• ilia\ all -11. l'Oq .... ba lalal fll:r , ... - , ... , , ... " 1• -
alltbo:rl\J or t.. or pl'eoadP' tor -~~ ,..,,.._ ... 

1tf. /?. 
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J. group met at the bc.e or SecHt&l'J lorgenttuu tor a aupper 

conterence. 

Thoae pHeent were: 

Henry Morgentbau , Jr. Secret&l'J ot the TreUUl'J 1 

Marriner S, Ecclea, Chairman ot the Board of Gcwernor a ot the 
Federal Renne S7at .. , 

John R, Fahe}', Chairman, Home Ownera ' Loan Corporation, 

Stewart McDonald, Federal Houa1ng Administrat or, 

Wm. A. Julian, United Statea Treasurer, 

Stephen B. Oibbona, Aaaistant Secretary of ths Treasurr, 

Herbert E, Gaston, Aasistant to the Secr etary, 

llu7 T. Belver1ng, COIIII11ssioner of Internal Revenue, 

Elliott Thurston, Special Assistant to the Chairman of the 
Federal Reserve Board, 

C,B, Upham, Assistant to t he Secreta~'}'• 

Mr. Gast on read a draft or f inancial plank• which had been 

prepared aa euggeatione to be g1van Senator Wagner at h1a requeet 

tor consider ation at t he Democratic Convention at Philadelphia . 

The general op1n1on of t hOU preaent W&8 that t he doCUIIIent 

wae excellent , although perhaps, l onger than would eventuallJ be 

round desirable , and perhaps not in as good platform 1angu-ae aa 

eome reworking might produce. 

I t was epecitioall}' agreed that it would be wel l to make no 

mention or the ailver pr ogram aa audn in the platform, 

It was suggeated that something be a4ded with reapect to the 

Banking Act or llil36 and its cbange r rom private control or credit 

to public control. • 
Mr. Ecclaa waa to taoniah auggeated language on that po1Dt t o 
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llr· McDonald atated tba t 1n h1a opinion there ahould be 

apeo1fic mention of the program of home aav1ng carried out b7 

the Home Ownera' Loan Corporation. 

Several indicated their agreement tbat thll was me of the 

moat praiaeworth7 activi tie a of the New Deal. 

11r. llor genthau suggested that if an7 or the agencies felt 

tblt their own act1vit1ea should receive more recognition that 

they aend 1n language to llr. Gaston. 

llr. llorgenthau expressed hie reeling that the section on 

taxation was not up to the sta.ndard aet b7 the other parte of 

the memorandum and euggested that it be strengthened by material 

from Mr . Helvering on the efficiency and errectivenees of tax 

administration by the Bureau of Internal Revenue . 

There was some discussion a a to the section dealing with 

prohibition repeal and liquor revenue. llr. llorgenthau stated 

that church people are pleased with the honeet enforcement of 

11ctuor l aws by the Treas11r1 and tba t r eference to 1 t las some 

values. 

There was general discussion of the monetary planks adopted 

by the Republican Convention and scm& general d1acuss1an or the 

problem of currency s tab1lit'1 at home and abroado 

184 
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FISC.U. AliD liO!lE'W!I POLI ems 

1'b.o tho&l and moneta:y polloi .. ot the Rooan.lt Adllillhtratl.• 

haft ~A at o~ cour-ceoua &Dd wiae. We take prieS. i n the r;reat &Dd 

ou mti&l part tbe)' h&ft b&4 111 the '1'1nnbr; battle ar;ainat the 4epreae101l, 

111 roaouiAr; ua u & people t~ b&Dkruptq ud 111 •ettillc ..,. Oil tbe pat!r 

"ft3 to aolllld and atablo proapor1t7• 

A ru1zloua 4otl&t1on, di .... tl'Oila &like to &ll oluaea ot wr o1t1-

&tna , ba4 be1011 111 pr or;reas tor a:L.oat tour yeva "tlben thia Adllil11atr&t101l 

- iAto power ud, inatoad ot &b&tiAr;, wae ~iAr; to a ou-z 111 

coaploto p&r&lyoia ot tho monetary and orodit oyeta. !b&re ,... & p&nio 

1'\lah tor liquid! t7 or &ll property 't'&luea 'ldlich, 111 the nry nature ot 

thillGa , oould not be aoh1oftd1 roreoloaurea ... ,.. o:ult1ply121t;, nl~aea wre 

boiJle ..-oroeleuly wiped out with irreparable 111.1\117 both to debtor. 

ud to oreditor11 bua111ouea wore goinr; bNikrupt J tbe wave or bul< 

tailuroa na IIIOWit1ng h1cher and h1gl>er1 terror ba4 ropl&ce4 oontideaae 

111 the atrqgth and ruturo or "-rio&J 11111110111 ... ,.. out or -.plDJ~~ellt 

ud olamoriAg pititulty tor &14 that ftl not beillr; r;raute<l except 111 tbe 

DOat gl'\ldgiAg and i ... rteotift we:t• 1'hia W&l the beri t-ee h&Dde<l Oftr 'bJ 

&n &.!e!nhtration that had boute<l th.t it .... the r;uu41U or proaperity, 

u. Adm<nl otr&tion th&t h~ aour;ht to oerw the pertul t• &Dd 111 tbe 

eza4 'IIU r-.1 to baYe oerftd DOI>o4J• 

Pev, 'ftoillati• 111 hl.r;l> quartora, 111--c-t ot the •tiOD'e 

f'iaO&l, -ot&ry ud oredit prob~ ... " l&rpq re...-ible tor tile 

apitude ot the di .... tor. IIAli&iAr; that -terJ ~• UIIIIISen.-. 
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by European llationa to protoot their own people ha4 .titled ov tn.S. 

IIJid were an increasingly -OiJit tbre&t atain.et 0\lJ' 0\I.M'aC)' reael'fta. 

a Republican Admin1atrat1on kMw of IIOtbiJIIIIOre offeqtin to do ttlaJl 

to toll our European debtors that tlw;y could atop -.ld.~~& p~ to ,.. 

IIJid to prate about the aO\Uld.Deaa of a ourreno;y a;yat. that waa alf'M47 

in prooau of dia1ntetrat1on before theil" ey ... 

1"6 

It 1e an UDbapp;y• a mol"tit;yin~; eituation to l"eoall - ita Sr1Jl 

iroey 1e 1:016nit1ed by a reading of the oontuaed atorll1t1ee of the Repub­

lican platfon> of 19:52• 11biab :yet b ... l"a witness to tho f'aota - but to 

recall i t 1o nooouuy fol" an undol"et•ndl Dt of 'llbat baa happeDOd ainoa 

l!aroh 4, 1933. 

On that date an Adrdnistration with a oleas- IIWidato fl'<llll tba 

people took obal",;e on behalf of the Al:lorlean people. It had a leadel" 

gi fted with Wldoretandi~~& of .blerlea'e probleou• i.nf\l.eed with .&merloiiD 

reaoul"cetu.lnoec and American cou~e. in.epil"ed with Al»rlcan patrlotiaa. 

.&.a e. wise t.lld ekilltul physician. od.nietel"int to a patient de•• 

perately ill, tho AcbniJ:Ii.tration preaorlbad am with the oooper&tiOD Of 

a Con&reu l"epl"Uonting all tba people, executed a aeriea of aw1tt ..... "". 

'llbioh &l"l"eated the dieutos-. roetol"OCi tho confidence of the people 11114 

enabled th..,. to so to~ 11o1417 em the ~&l"oh to a battol" dq. .want the 

t1rat and 110at ilapol"tant pol1oiea tranalated into exeoutiOG wre tboM 

dealing with -tu;y. cl"edit am tieoal pol1cdMo 'fbe -ai.JIC clJ"ain 

upon tho llation'a conetu;y reaol'fta waa atopped. t.,. "'-tlatioa of tba 

pric .. paid fol" Amorlcaa r;ooda am aonioaa 1I'U &l"l"Oated• the dollal",.. 

pleoed in an illproepable poaitioa ataiUt all attaota. the be'*'nt .,..-. 
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wu rebab1Ut&te4 11114 re'bol"'lo - orMlt •ob'•rJ wu prcrwl4e4 to pl'OW.t 

t.Uko 11111Ucma of 4ebt0n aD4 orediton &114 to reetore nJ.••• 11114 tba 

oro41t ot the Nation wu JDOb1Use4 to prorl~ too4 u4 won for tile peopleo 

!ho bo11A1t1ta ban &001'\lM to thoH 1Jl enl')' -lk ot Utee 'fM ate&47 -rob 

of roooveJ:Y 1a unbrobn. 
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l o llot~et&Ty .f.ctiOD 

A dccooatic or"Kit coll&pao, agva'fttod b)- JDOnOtary ~·• &114 dia­

turb&ncea abroed, ,... awif'tly dralnlng our l:lODOtery ayat• ot ita gold 

"'aenea in 1932 &lid 1933 11114 tbAI ocapoti ticm ror £Old forced prioea lGIII'er 

aDd lo•r, ao that s::eaa\U'Oa both to protect the gold aupply Uld to reftne 

the price t rend had been ursoutly needed l cmg before the Deaooratio 'd .. ni · ­

tration was oh&rr;ed with r .. ponaibillty tor the Gon...-nt, .f.otiaD bad 

to anit the cOI:Iill& to pawr or tbo .. nth the decision aDd oourar;o to act . 

The obrtoua end neoeeaary tint atop waa that which wu taken without delq, 

to auapond gold p~nta Uld call in all 100notary r;olcl i n the countey, 

The current waa tur1111d, turther def lat ion waa atoppocl, a reatoratiOD or 

Y&luoa aet in, the dollar began to uaume a 1110re correct r elation to roreisn 

ourrenoioa, the aelling prices or .&loorican OCII!III!oditiea roae aDd the 111arkwta 

or t he wor ld 1Nre once 1:10re unlocked to .AI:lerican goode, While at tbe •­

time .,.. sainecl & ,.... moaaure o!' protection !'roc the tlood or cCIIIpftitiTO 

toroisn producta oauaod by den.l~~ation or other CIIIJTODOiea. %be purpoae 

na pl&i.nly ateted by the President 'll!wn, in a redio addnaa on llq 7, 1933, 

he aald1 •'l'he ldn'nhtration hu tha detinite ob~ctin or r&lain£ ...,._ 

l:lodity prloea to auoh an extent t hat tboae Who h...,. bol"l'GIIWd --r will, 

on the anzoace, be able to repq that 11JDDr1 in the • ..., 1t1J14 ot doll&r 

which they boi'J'CIINd, We do not aMic to let tMa set auoh a oheep dollar 

that they will be able to p~ b&ck a gre&t deal l eu than tile)' bon-4. • 

Thia ,... ~~~~pllt'iecl OJl July 2, 1933, 1a a •aaar;e to the LCIDdon locaado 

Conference in Whiob the Pnaldat aeida •Let M he trulr: 1a ·~that 
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the lim te4 Statea aeoka the. ldlld ot a dollt.r wbioh a ,_rat1011 1MJ1oe wUl 

haTe tho - purchaaiJI& aDd dobt p~ powo~r u tM dolla.r Talue- hope 

t o attain in t ho near tuture. • !he objeotift ot a trul7 eoun4 Uld .table 

currency, not subjoot to tM wido nuotuationa in valuo whloh, perlodi· 

cally thrcug)\out lmerican histozy aa tho n.luos or 10011etary metals ro .. on4 

f'ell , havo robbed in turn ll't.t;e-oarnora and oreditora 011 tho one hand and 

debtor a em t ho other • baa boon pureuod at6adtutly b)' t his Decooratio Ad· 

ninilltration. In pursuit ot that objootin the n.lue ot tiM dollar, e4-

j uate4 to a tairor 1 ...... 1 by tho ~ration or tho sold ecbt.r£0• 'II'U .tabU­

bed aDd UDder the wiae adl:liniatration or tho Gold Raaorve Act 11D4 the 

Silver Purohuo Aot we havo built up tho 1110at ample JMtallio ~ 

roaonoo any nation baa enr poaooaaed. All oczqxmonts or our I:IODetal')' 

oiroulation a re ntN of equal Yalue tho 'I!Qrld onr, our curr.ncy poaaouos 

t rnt6r stability in purchuiJI& power than at t.ny tt- in our hiatozy Uld 

we haw boon pl&ood in a poai tion of uniquo adftntago to deal with t.ny 

monetary atreaaos to whioh tho 110rld ~ oxpoco ua . ~h tho stal>ilbiJIC 

of tho Amerioan ourroncy t horo wu aoh1Gnd a .,... -.ur• ot do faoto 

atability ao botwoon tho prinoip&l 'I!Qrld ourrenoioa wbioh points the~ 

tOftl'd international UDdorato"'UJI&s to proDOto DOt only po-nt ezM•"£0 

stal>ill~ation but po~ i.ntornal otebillty tor all OUJ'J'01101 ... We 

boll.,... that thia result should bo oarnutly soug)tt, but 'CUIIIIel' IIIII o1~ 

atanooa should tho -ta.ry ayatoa and tho ooCIIIaio - u are ot thl. a oOIUII:I)' 

bo ond&JIC•red b)' the. ontancl- nta ot azq p.-ture 1..t..-t1-'- acre••nt• 

We appl"<lft witbollt r ooorn.tiOil tlw ~ polioioa Uld tbol -"IT 

aota ot tbol &oo...,.lt t "P11l1etrat10Do wtdob will be r - rdo4 i A .IMrl-
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hiotory u -as the cr-t .. t aolli-=• or u. .&Mr1...., sniua IIIII! 

capaoi ty tor publlo attain. • apeoitioal~ appron U. o'bjeoti,.. or a 

pei"IWIOXItl:y aoulld ourreDCI)', at&'bl• in purobuias aDd 4e~ powr aDd 

tho me.u adopted to etreot it, inolu41as the reatoration ot dl,..r to ite 

r1&)lt 1'11.1 plaoe in the -t&ry ayet.u or the world. 
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z. IIAicOftry &xpeDditurn 

tho lt.tont powr or the ll&tion &Jid ~ ll&tioa'a cNClit wu 11Db1llae4 

to roscuo ita pooplo 1'r- an ooonmd.o diautor wboao -.pitwle oould not be 

realized until there o- into ru poadbillty a ll&ticm&:; Aclnlnlatr.tioa 

With the courage to aoek out the raota &Jid to ~ tbea boldly. !114 .,... 

Acb:11n1atr.t1on -• taood With tho nooeaaity of IIZidartald.ll& Goft>Did 

oxpolldituroa on & ae&lo lar~ eno\l&h to prOTide &de~ roller t or tile 

destitute, to halt forooloaur .. aDd to ol'O&ta & tlcnr or l:I01MY autt1o1ont 

to bri:IG &bout r oatore.tion ot tho Jl&t1on' a ocOJICIIIic Ute. With tile 

burdena or & 'IFIU" concluded titteen yeara bot oro a till be&riJ!g hen1~ on 

the ll&tioll&l 1'rouury, &ddint &bout & billlon aDd & quutn doll&n 

t.mn~&lly to tile Foder&l Gowl'D:IIInt'a coats, •- ot the eeltiah, tile 

timoroua end tho eluggiah of our c1t1aena cC~UJaelod the kind or·~ 

that me&nt ll&tion&l ruin. they would h&Ye •oll&ht to protect the li&tion&l 

Tro&eury by foro~ tile American people into b.,kruptey. 

An Admin! atr&tion &n4 & COD&"U trill¥ roprea~ tile people 

turned their b&ob on that au1o1d&l ooura.. They ro&l1ae4 that it 1a 

one or tho dut1 .. &Jid purpoeea of &Oftnmont to protect i t a people rr­

dieutara &g&1nat wbioh only r;Oft..-s>t&l &oticm oo.n bo ettect1fto 

'll'e apent 110ro t"-n torty b1Woau of dollan to oe.rry out ca~.r part 

in tho lTor ld 'll'&r &Jid to o&re tor 1 ta .-quen.ooa up to the pre-t c~q. 

We are atill p¢n6 1 ta ooata. \'hi a Adldmatre.Ucm lw.a 1nourre4 & u t1o1t 

ot &bout -•ixth ot thia 111110\IDt 1n the Iatim.l bu1n•• uoounta to 

combat the doproaa1on. \'hie oxp..Uturo 1a bat & .all baetl• ot tile 
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inornao 1n the people ' I ftalth 11'hich the pol1o1 .. of a Demooratio 

A&:Unhtration han d1 reotly oauaed. Ow- National 1nDo:le las grown oaob 

ynr or roocm~:y tar aore than the aaount or the llatioD&l dotioit tor 

that year. The .. ti.J:Iat.<l llational i.n.caM tor 19:16 u twellty billiona 

creator than the l:ational inOG:IIO tor 19:12. .&.n in&upportabu burden of 

printo dobt haa ~on lirt.<l fl"'D the backa or our oiti~na by the ria• 1n 

valuoa of all property • 

Increase in Federal I'Oftiii.IOB aa well aa in priT&to 1ncomoa baa 

~~&rkod each year of reoave:y, bearing teatiJion;y to t .he wieoka or tho c»­

oiaion that the only eound rood to a baluced blldcet lq through t he 

sa~ ot a balanced reoo,..:y pr=otecl by JlatioD&l aotion d01iposd to 

that end, Tho uwunt by whioh oxpenditu:reo both for the rogular aoti'Yitiee 

of covornmont eDd tor relief haw exoeeded re,..111.10 receipto baa dooreued 

etoadily a inca the t1 ret year or the reocm~:y pr011rea. We are IIO'YiJlC 

etoadily toward a true balanoe DOt ~ in the budrt or the Federal 

Oo,.. I'D:Ietlt, but in the l&r&or bu.d&et that rep rooonto tho ac!oquacy or tho 

poople 1 a income to ... t tho people' • noocla, We replod1ato the narrow­

oopt thl<t would eeok to balanoe Federal inooae against Federal outco 

though the people etar...., ll'e indoree and appl'<ml the declaration ot our 

creat Prea1dont that the li&tional budcOt will be in balanoo jut a1 loon 

u tha needa and ab111tiea or our people aaloo th.t pooa1bu. 

Regraded Unclassified 



- 8 -

It 1IU MO .. II&J'y that r'eO<ml'7 expeDditurea ~ NnenM<t larpq 

by borrowiJI& rather tb&ll b7 tuatioa Ullt:il the liaticaal w-e bad bee 

raiaed to a lonl that would yield enough to wpport ne.1&&'7 <loft~ 

.xpondl.turn through tuation. lJrrntora in Oonrm.:a.t aeouritin ban 

not boon misled by tbe partioa:a. attaoka that han b"n ude oa tJ. 

193 

Nation' 1 credit but han ua~ed tho polioioa ot thh A41:11niatret1CIIl aa 

co:a.atruotin. ~ted priooa ot Oonnm.nt Mouritiea ban ben ocmetutl7 

riaillg and tho an~ i:a.teroat rete hu deoli:a.od lharply, eo that a riae 

in tho sro•• public dobt hu ~an aooCIIIIp&D.iod in tho rooOY&ry period b)r 

a docreaaillg i:a.ter11t burda:a.. TM intereat cbarsu t~ are materially 

lou tb&ll they •re in az:r:t ot tho aix yeara ~diately tollow1DS tho 

World War. fhe lateat b1s 111~ ot Oonnm.:a.t obligatio:a.a wu aold at 

tho lawett rate• ot i:a.tereet and 'AI aat;orly cmoreubaoribecl JtWtq t1Aol 

in a •ill!le c~q. o.ar war debtl hue ~an ret'lmdK at lower rate• in tba 

aid at ot tba reocmtry ti:a.a:a.ci:a.C and tJ. uturi tie a or the public debt 

haTe ~an 0&1'1tull7 aprea4 onr a 1'111!• ot ,..are to taoilitete re~. 

l:a.toroot ooata to prhate bo....-n ban deoUDed ud tbe price• ot good 

o-=aroial aeouritiea han ri- along with the deoliM in Ocmo~ 

i:a.toreot rate• aDd riae in the price• ot Ocmo~ Mouritiaa. !hie 

baa bean m aid to buiDIII and baa aern4 u en M4H tutor in pro­

IIOtillg reooney. We aoola1a the wiecla. 1:a.1t1ati't"e ud pl'lld<ll!:t 

OCIIIIIOD.II!III with 'IIIIich thell Yital t110al ~tiOU ban boa direote4 

\alder m •cbelmatratioa reproeiiSI:iD.c truly the i:a.tereata ot all the people. 
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t~~• o~..-~·· on41~ waa -r a.....ser .~.., ti8e 1a u. li&ti•'• 
biatory ~ban 1~ ia ~odq. 
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the r.oord oi' tblt llooanoalt .ldminl.etration in ctr.nctbonlin£ 1114 

reb\lilclinl; the l>• nldnc and credit at=oture or tblt colllltzy c-..da U.e 

edzl1 ration ot all . In Jo:aroh, 19SS, wbon tblt O..Ocratio party - into 

powor and reoponei'bilit y , 'bt.nlc1J1& W't.ll in a atata or complete collap .. , 

tJ>o oolllltry o...,r. .1.11. unpreoe4ent.d •w or 'bank i't.ilurea bad 'brouc;ht 

the rear or panic to our people. llo&rd1n& -. 111d .. pret.do the credit 

uchanism ha4 'broken down. the i'anDOr, the hcee--r and the •-11 
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merchant could not aecu re locao Priftta financial inetituticma reetrloted 

thllir operationeo l'oreoloeurea were 'brlJ1&1nc oocial cbaoe clo•• 

Out oi' thio wreo~ a new atructure hal been 'built . Sound banlcl 

""ro promptly l1001:111od tor reoponl.J1&. R.eorcanJ.&od aDd roope~~ed 'banlcl 

nrc SiTOD oapit&l atronctb throuch aubacrlptione to their otoak on the 

part oi' t blt R.eo0111truot1on F1nanoe Corporation. Bank depooitoro wre 

e;iYon aaaurance or t he at.i'ety ot their money by the eetabll.-nt or the 

Federal Depooit I,.,......ce Corporation, wiUch 1naureo their depoeito . 

'ile heartily endoroe the record or the .ldml.nl.ovat ion in erreotiwl;:r 

rooatabliahinc the bt.nlc1nc bua1oeao ot the country u~ a •0111:14 buil, in 

aaaurlDG to depooitora ot.tet;:r or their !'Un41, and in the reetoration o r 

no .-I crodl t aot1 rt ti••• 

Contidenoe hal 'been reatored. Bank depoa1to haft alwln a oti"'OIC 

and ataaA;:r inoreue. Bank loa .. • haft b- Wnoo4 into bank e&l'll1Dpo 

Bank r..tlurea h..,. - .topped. n.. thoua&nda 'IIIIich oloood their dooro 

durin& the twal w year• or llepubliou lliarule are beiJI& Uqu1data4e De­

poaita in oloaod 'banka haw bHB "U4e aftilable to tboir -n qee4117, 
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tbro\lth loana ~aiust .... eta , the uaeta ~olna bei~~g diapoaed ot 

r;radwt.lly to the better t.dnn~ ot depoaitora. 
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!lot only-"' the prin.te 1'1llt.noi&l iustitutiou ot U. oountey 

r;1n:a. etre~h and et.tety. The Federal Oonrmnt ateppecl illto the 

breach o.used by their te::.poruy int.billty to :eet the orodit :a. .. da or 

buai:a.ou and the people. It bu euppl.,.nted their aotirttiea i:a. -.p 

eaae:a.tit.l to the continued tire ot the llatio:a., llh1lo the Reoo:a.atruotio:a. 

Fi:a.t.:a.oe Corporation prortded :a.oeded l.'lmde to i~rable linea ct buoiDotu 

actirtty, the :a.oeda ct the oCII:IOil lDt.ll -re aloe oc:a.aiderod IJid .at. 

Through t he nt.tiCD-W1de operatiou or the hae- aartllg aDd ~-ti:a.t.:a.oillg 

a;;enciu ot the <ioveiQI06ut, lllilllo:a.o or bmleo ban DOt <lilly been aand 

tor thoae who ~led to aoquiro th.,, but real eotate nlueo h..,.. bM:a. 

llillicma whooe ••Yin&• nro iuftatecl 1u IIIOrtsa& .. ben bean awrted thro\l&h 

u ai.tanc. extended to bo:a.ka, 1uourt.noe oCII:Ipt.llieo, aartngo IJl4 loan aoao-

cio.tio:a.a and other tiut.:a.oi&l 1:a.atitut1o:a.a. 

The credit :a.eedo o t the tan:wr have had attention. Prin.te t1ut.:a.o1t.l 

i:a.atitutiOIIAI had with4TP:a. t.liiiOot ~letely troa thil tield. A .-pl'lhello­

ai-ve and iutognted oyetea to cue tor the lo~~t; a:a.d ehort tena credit re­

quii'ICIIInte ot Agrioultii.TI hu bM:a. eatahliohoed. 17114er the will ad111111et,..._. 

ti011. ot the Pt.nll Credit Ad!z1:a.i etratio:a. thOI&It.lldo ot toreoloi\IJ'II ha.,. bMa 

llftrtecl, bt.l'd pneeed tt.na borrown h...,. been r;i"f'lll exl:e:a.aiOIIAI ot tiM, 

i.ntereet ratee bt.ft been reduced and -rr;e:a.oy 1- heft been granted. 
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5. Ta.x&tion 

The Demoon.tic pu-ty proolaiJu 1 ta ccmtinuod e.cllle~ to tbe 

juatioo of thO principle ot ta.:xation aooordln& to e.bility to pq and 

bonafita reooiwd. Thia Adminiltn.tion in 1933 inherited a tax atruoturo 

that bore too hoe.'t'ily proportio:>&toly on thoao aut &blo to pq and 

pormittod e.voide.noo of their juot ahere ot tax&tion by those who reoeivo 

tho groe.toat b.,.,fita fr<llll the American aystom. ~ bt.aio polioy of thia 

Domoon.tio Adl:lin.\atn.tion hu been to oorreot th1a lnjultioe u rapidly 

ao conditions porm.it by reduoing tho propcrticn of taxoa on conaumption, 

wbicb bo&r neat ho&'t'ily on the poor, and .toppill& tho ohannell of 

aYOidanco of aurtaxaa on lar&• i .ncocea . l!oneat and &o&lcua a41o1Diat~ 

tion of tho Federal tax l&n ainoe 1933 haa &leo promoted juatioo in 

taxation and inoreuod tho r.,..nwt•• 11'b1lo lo11or objootifta, aucb u 

tho ablplifioe.tion of our tax 1...,.. t.nd their admJiiatration will not be 

M!llootod, the Damooratio party pledaea i taolf to thO larger objootivoa 

or sreater juatioo and oqllity bl our tax atruoture . Probl- under 

otu4y to thia end include tho proper treat;oent or ~-pt ooOIU"itioa 

t.nd tho ooordine.tion or thO Federal ayotOill of taxation with atate and 

local emu. 
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s. Prohibition Repe~ 

The debanohery ot our lle.tional Ute brought e.bollt b)' t1w Prohibi­

tion .... ru~ment and tM bypooritioal geeturee at entoroing it mad.e b)' 

prnioua adclniatn.tione baa beon ended. '!'he rewlta j wotify tM bold 

atand tor repet.l in 11biah t he DCIIDOcratio party axpr .. aed tba j uclpelll: or 

tho Amorioan pooplo. llegule.t1on or tho Uquor tn.ttio lmder repeal 

with boneat and Tisoroua entorc.»DI: b u reeatebllabed re~ot tor a.. 

be.o improved aoo1t.l oondit1one and hu brou~ 1:10re than a billion dolle.ra 

1111:0 the Fodoral 'l'reo.aury. be a ideo p roTiding .. 80\U'OO or o.ddit1ono.l revenue 

to loo..Utiea. 1'ba Deaooro.tio party pl•dr• oolll:itwed cooperation 'fit.'> 

and t.id t o tbot Ste.tea. tbair aubdiTisione and their oiti&one 1.:1 t1nding 

and entoroillg methode ot det.l.illg with the Uquor problam boat auitod to 

looo.l oonditiona. 
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'the i'iacal and aonetarT policies oi' the Rooaanlt Acbdldatrat.ion be.,. 

been at once coure.geoua and wise . 'Ia take pride in the great and eeaeutial 

part they have had in the winDing battle ag»nnlt the depression, in reac:u.inc 

us aa a people rron bankruptcy and in setting ua on the pathway to sound and 

stable prosperit:r. 
A ruinoull 4etlation, diaaeti'Oila a11lc.a to all classes of our citir.ena, 

had been in progress tor aboet four years when thia AcbdJdetration cue into 

poo;er and, inetaad of abating, waa aweepi .ns to a cU.U in co.pleta panlJais 

of the monetary and credit syetem. 'there wae a p&nic rush tor UCjllldity of 

all property values which, in the very ~~&ture ot tbiJIIB, could not be achieved 1 

foreeloeurea were IIIUlti~• values wet·e being reJOOrealessly wipe<l CNt with 

ineparable i~ury beth to debtors and to credit ore; \msineeaes were going 

bankrupt 1 the nve of banlt rilluree wae aowrt.ing higher and higher 1 terTCil' 

had replaced confidence 1n the etrength and tuture oi' uariea; ..UUoDII weM 

out of eaployMnt and claJaOl'1n8 pititUll¥ tor aid that waa not being grauted 

except in the .oet grudging and ineffect.in wq. 'thie was the heritage beDded 

over by an Adllinietration that bad boasted that it was the guardi&D of proe­

perity, an Adlliniatration tbst bad eougllt to aarve tba powerfUl r .. and in tha 

end wee found to ban served nobod:1• 
i'ear, ncUlatiOD 1n higb quart.are, al.eaaO&IJellent of the !lation'a tiaoal, 

monetary and credit probleae were largely reeponaible tor the 111A¢tuda of tba 
-·-·' rtak '- -·-" Jationa t o 

diaaatar. Realidns that .o...tarY -aur•• ...,.,a an w• .... -.....-
prctaet thai.r om people bad eti!led our trade and were aD ~~ •naoinl 

_. 
1

cla1.Jdetration ~ of aatlt111C 

threat apinet our curr-llCli1 reaarn•• a a..-oan 
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aore ertect1ve to do than to tell our !urol)elln debtors that th8J could atop 

maldn& l)IIY!Ienta to Ul! and to prate about the soundness of a curreney 111•t•• 

tbat bad raUad to t'ull'Ul ita proper f'unct10M ani to protect the national 

oconcctf in a t1M of crisis. 

This ••• the situation 11hen an Adaini.atration with a clear 1116Jld&te 

!Na the uerican people asSUMd respoMibUity on llarch 4, 19511, and exe­

cuted a aeries of aw1ft aeasures 11hich arrested the diaaater, reBtcred con­

fidence aod enabled the ll&tion to go fornrd bol.dl,y on the -.reh to a better 

dll1 · Aaong tbe firat and aoet 1apcrtant pollciea tranalated into execution 

were those dealing with 1110neta%Y, credit and flscal policies. The menaci.ng 

drain upon the Ne.t1on's monetary resenes 1188 stopped, tbe deflation of the 

prices pe.id tor Al!lerican gooda and services 11aa arrested, the dollar ,.,. 

ple.ced in an iapregnable position e.ge.inat all attacks, the banlt1pg ayatea 

1188 r ahabilltated and reborn, new credit aebinet'Y 11U prOTided to protect 

t.ll.ke .UUona of debtors and creditors and to restore values, and the credit 

of the Nation .... aobillaed to vrmde rood e.nd work ror tbe people. Tb• 

beMt1ta bava e.ccrued to thoae in n•rT 1lalk of ill•· The etead;r ..reb of 

r ecovery 1a unbroken. 
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1. Mopet!JT Action 

Tba objecti'ft or a t~ sound and stable eurrenc,:r, not subject to 

the rlda nuctuatioiUI in n.lue which , ~riodical}J' tbrougllout American h18-

tory as the values of ~onetary ~etala rose and fell, have robbed in turn n&e­

earnera and cnsditore on the one hand and debtors on the other , bee bean pur­

eued etead.taat}J' by this Democratic Adlliollltration, rlth the reeult tbet we 

now han the eoundest currency i n the world and the -t a.aple llOnetary raeanee 

&rtf !tation has enr possessed. ill c~nents or our 110netar)- circulation 

ans now or equal ...Uue t he world onr. ()1r currency possesses_ greater stability 

i n purchasing power than at &J1il' tiae in our hiatoey and we han been pl.eced in 

a position of unique advantage to deal rl th &rtf IIOnBtiUY stresses to which the 

world ms::1 expose ue. Through the atab111dll6 of the American eurrancy there 

has been aohieved a new measure of de faoto at abUit y as between tho principal 

world eurrenciea which poi.J:rts t he w~ toward international UDderetendings to 

prollote not o~ per~~&nent exchange etabUbat1on but perunent internal 

etebUity tor all currenoioa. We belien that thia nsl!ult should be earnest}J' 

sought, but under no ci.rcUJIIIta.Dcaa should the 110netal7 qstea and the ac~G 
welfare or this countl")' be end.allgared b7 the entangleMnta of &rtf pr-ture 

internati onal agreell8nt . 

l'le approve rlthout reserntion the :oonetary policies and the 110J>It&1T 

acta or the Rooaovelt Administration, which will be recorded in .PeriGan hu­

t oey ae uong the greatest achie.,-nte of the .a..erican genius &nd capacity 

for publio &Cfaire. lie apecifiG&llJ' appron the objective of a perii&D'Intl.J' 

aOUDd =~ stable in purcb&silli and debt-pqinil power and the -

adopted to effect it, ineludini tha netoration or eUver to ita rl.Chttul 

plaoa 1n the 1101101tar1 eyst- or the world · 
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The lat ent power of the Ration and the Nation's cre41t wae mobilised 

to reeoue i te people from an econOtldc d1eaeter -.bose 11111gnitude could not be 

reeli~ed until there came into reeponaibilit7 a Rat i onal Adainietration with 

the courage to seek out the facta and to aeet thea boldly. The new .ldain1.,. 

trat1on was faced with the necessity ot Wldertakill& OoYemaeat expenditures 

on a aeale large enough to prorlde adaqu.ate rellef for the destitute to halt 

torecloeuree and to create a now of monq eutf1c1ent to bring about netora­

tion of the Nation ' s eco~c life. The reeponaib111ty n a bo~ accepted. 

To combat the depreea1on we have incurred net additions to the national debt 

which are but a small fraction of what the 11orld liar coat ue and but a e.U. 

fraction of the inorease in the people 's wealth -.hicb tbe policies of a 

De110crat1c AcllliJdetr&tion have directl.Y caused. It was a bil!l>lJ' profitable 

inveatloent -.h1cb bee nturned aa}.J.e d1Yidende to the ,Uerle&D people. Our 

Mt.ional i- bas grOIIIl each year of rec'"er:r tar core tban the aaount rl 

the National. deficit for that year . The eett.ated aational 1DcOJ>e for l~ 
1e twenty billlona creater tbeD the D&t10nal iDe ... tor 19S2. An 1De\lpportable 

burden of private debt ha8 been lifted troa the backS of our citisena b1 the 

rise i n values ot all property. 
Increase 1n Federal revenue• ae well ae in pri..ate incoMe ha8 .arked 

each year of reoOYer:r, bearina teati*>llf to tbe w1edoa of the decision that 

the olll,y eOUDd road to a balanCed bv.d&at lAY tbrC>U&Il the gatewaT of • balanced 

recOYery ~ed b1 JatioDal action dae14Md t o that eod· !be ~ b1 eicb 
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apetlditures both tor the regular ectidt1el ot ccwel'DieDt aDd tor relief 

bne e:~<eeecled ~cue reee1ptl bee decreaee4 et ... d1~ e1Dce tbe t1ret year 

of the reocwery pro(ll'UI• We are IIO'f1DK et ... ~ towrcl e true balance not 

onl1 1n t he bud&et of the Feclere1 GoTeruent, but 111 the larger bu.dget that 

repreee11t1 the adequao=y ot tbe people' e 1nco. to ... t the people' e nee48. 

te repudilte the narrow eoJICept that would eMit to balaliCe Federe1 1nco. 

aga1nllt Fe4ere1 outgo tbCJU8)1 the peoplo etar'ft. We I.Ddore• aDd appron the 

deelarlt1oll of our creat Prelliclent t.bat the laUoaal budget wUl be 1n balance 

just all 10011 ae the , .. de and ebU1t1ee of our people al<e that poee1ble. 
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It wae nacessary that. reecwer.r expenditures be fimnced l..argeq 

by borrowing rat.ner t han ~ taxation until the National income nad been 

rai sed to a lnal t hat would yield enough to !Npport ueeesa&r7 Governaent 

expenditures t hrough taxat ion. Investors i n Govermeut. eeeuri ties haft 

not been misled by tho partiaau attacks that have been lll&de on the 

~.ll'au.on• s credit but have esaa;red the policies of this AdJduietretion aa 

Quoted prices of Government securities have been conetantq 

rising and t he average i nt erest rate bas declined sharply, eo t hat a rise 

in the groae IJilbllc debt hes been acco.panl.ed in the recovery period b7 a 

decreasing interest burden. The interest charges todq are Mterialq 

lees than t hey were in an;y of the e1x years imaodistely f'ollcnrilli tha 

Tbe latest big issue of OonrD:~~ent obl.iptione was sold at 

the l cnrest rates or interest and wae eagerly overll\ll!scribed MJ:IY tiaea 

Our war debts have been ref'unded at lower rates in the 

llidet of t he recovery financing and tha •turities of the public debt 

been caref'ully spread over a range- of years to facilitate rep&JMnt. 

Interest costs to private borrowers have declined and tha prices or good 

c-cial ueuritiee have riaan along with the daal!M in Gov~ 

interest rates and rise in the prices of Governaent aeou:ritiea. This 
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bee been an aid to buaimae and baa aerwed es an added !actor in pra.otiDC 

recovery. We acclaU the wiadoa, initiative and prudent c--r wit.h 

'lhlch tb .. e vital operations han been directed under an Adaiuietretioa repre­

eenting truq the interest• or all the people. 'l'be Oove....S ' • credit .. 

never eounder at an;y tiM in the latioa'a history tb&n it 1e todq • 
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4. Banlr1nJ! &nd Credit 

The record of the Roosevelt AclJdniatn.tion in strengtheniDg and re­

bUilding the banld.ng and credit structure of the country c-.nds the 

adlliration of all. In l&arch, 19:15, when the De•ooratic. party caae into 

power and reeponsibUitT, benld Di! waa in a state of oo.plete collapse, tbe 

country onr. An unprecedented wan or baJik failures bed brought the tear 

of p&Dio to our people. Boarding was widespread . The credit ..aban11111 had 

broken down. The taraer, the b,__oliD8r and the eall merchant coo.ld not 

secure loans. Private financial institutions restricted their operationa. 

Foreclosures ware bringing social chaos c,lose. 

Out of tbio wreckage a new structure bas been built . Sound banks 

were proaptly licensed tor reopening. Reorganized and reopened banks were 

given capital strength througb BUbscriptione to their etock on the part ot 

the Reconstructi on Finance corporation. Bank depositors wera given assurance 

or the aatety or their 110~ by the est&bllabMnt ot the Federal Deposit In­

aurance Corporation, llbich insures their d~poaita. 

We heartily endorse the record of the Adainistn.tion in effectin~ 

reeatabliahin& the banld.ng bu&inesa of the oountry upon a sound basill, 1D 

assuring t o depositors aatetr of their tunds , and 1D the restoration or 

normal credit activities. 

Confidence baa been restored. Bank deposita ba'fe show a strong &114 

stead;)' increase. Bul< losses ban b"n tun>ed intO bank earn1XIC
8

• Bank 

tellures ban b .. n stopped. !be thOUII• nd• wbiab cloaed their dOOI'8 dur1DC 
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the tnbe yeara ot Republican lliarule are beiJI& U quicS&tecl. lle~ih 

in closed benka han been •de a'l'&ilable to their CM11181'8 apeec11 1T, tbroucb 

loans against aaaeta , the uaeta theuelna beillc dia~ecl of eraduall.T to 

the better adnutage ot depoaitora . 

Not onl3 were 1lhe private tioanoiel inatitutio1111 of the cowrt.l')' giYen 

strength aDd satet;r . Tbe :P'ederel Gonl'liMDt stepped into the breech cauaecl 

by their teaporar;r inabUit;r to meet the credit oeede of bwlioeaa aDd the 

people. It hila auppluentecl their activitiea in WftTI eeaeotiel to the coo­

tiDUed lite of the Nation. lhUe the Reconstruction l'iDe.DCe Corporation 

prorldecl needed funds to inm.rable linea of bwli.neas actirlt;r, the neede 

ot the c01m0n an were &lao conaiderecl and .. t . ThrOU&b the oetioo-wide 

operationa or tbe ho•• aarlng and h011e-fi.nencing ageDC!iea of the Go.,.r~~~~ent, 

111111ona or h<>Ms han not. ool¥ b- saYecl tor tboae who struggled to 

acquire t hea, but real estate Yeluea h&Ye been rerlYecl, and the conetnJCtion 

or new ho~~ea atUulat ecl. EnoiW:IWI loeaea to aUliona whoae sarlnga were inYet*i 

in 110rtgagee han been anrted tbrol1gh aaaiatanoe exteDded to banka, inaura110e 

companies , aninga aDd loe.o a aeoci&ti ona and other ti.nencial ioatituticma. 

Tbe credit needa of the tamer ban bad attention. Printe tinaDoial 

inetituti ou had withdralrll alaoat c011plete1T troe. thill field . A coe.prebeo­

aba and integrated qatea to care tor the long and lhort tera credit re­

quireaenta of Agri culture baa been eatabliahed. !Ioder the w1ae edw1nletrat1oe 

of the Tara Credit Ad•1n1 atrat1on thouaallda or toreclOIIIJ"ta ban bea an rtecl, 

hard preued tara borro .. ra han been gino eztea.i- ot tiM, 

han bea r educed and eMrl.nAIT 101011 ban be• graat.ec~. 

1J1tereet rate1 
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s. !•pUon 

The Democratic pe.rty- proclaUis ita continued adhereoce to the 

justice of the principle of taxalion according to abili~ to pay and 

benefits received. This Administration in 19~ inherited a tax. structure 

tb&t bora t oo heavily- proportionately- on those leaet able to pq aDd 

perai tted avoid&Dce ot their just ahara or taxation by t.boee 'lho recebe 

the greeteet benefits frot1 the J.Mricao I!Yetea. .t. basic policT of tbis 

Democratic .t.dainl.etr&tioo has been to correct this injustice as rapi~ 

ae cooditi ona perait by reducing the proportion of taxes on coDBWIJ)tion, 

'lhioh bear 110st heavily- on the poor, and stopp1ng tho channels of 

avoidance of eurtaxea on large incomes. Honest and zealous administra­

tion of the Federal tax la'f!a since 19~ baa also proaoted justice 1n 

taxation and increased the revenues. While lesser objectives, such as 

the aillplitication of our tax laws and tb,air ad•' nietrat1on will not ba 

neglected, the De:ooc:ratic party- pledges itself t o the larger objeethes 

ot gruter jwstioa aDd equity 1n our tax. structure. Probleu under etud;1 

to t.bis and includ& the proper treatment of tu-ce~ aaeurities WDd the 

coordill&tion of the Federal qatem ot taxation rith state and local o»ea. 
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6. froh\bit\OA fleoeal 

Tho debauchery ot our Jlatiooel lit e brought about b)" the PrchibitiOA 

amendlllent. end the ey-pc>critic:U gestures at. entorciQI it •de b)" prerlOWI 

edainietretioAS bee been ended. The reeults justifY the bold stand tor 

repeel 1A which the D8110Crat1c party expressed the judpent ot the Amer ioe.o 

people. Ra~tion ot t.be liquor traffic under repeal with booeet eDd 

nco roue entorc-nt bas reeetebliehed raepect tor la•. bas iaproved social 

conditione eDd baS brought .ore tbaA a bUUon dollerS 1Ato the Federal 

Treasury, besides prov1.d:1ng a source ot edditiooel renlllle to loc:Uit1ea. 

The nemoeret.ic party pledgee conti.Diled cooperation with and ai d t o the 

States , their eubdiTiaions and their citizens in tindin& and entorc1AC 

methode of deeliAI wit h the liquor problea beat suited t o loc:U conditi one . 

Regraded Unclassified 



4J-.nt 

!'JISA.1. '!I ' rtF nus• 

... We &Mwt•• u. - ..... ,_. •• ---· WlatUa 

Ut\1141\y of all P'VPOI't)-~~ tunl•----~~ 

wre bolzl& .._....leu :!¥ wl,.C .,.. •• hnpU'allle ta,Jur 1Mitll • 

........ u4 - • ...u ...... b 'XIIII ... ca.. • 3 ... ... -
-

'buk hJ.lu ...... -UJI& lll.pr -.4 111._.1 w:w W a; Iaiii .-;; 

t1cSne1 1a ~ •·~ aDd 1'lrtllrl of .wrt_, II&UU.. - _. or 

209 

qlcr,-at ..s ~ pl~ fw 1£4 tlw.t wu .ot Nbc p ' 1 

ex .. pt 1a tile Mot c-=llfac 8114 lmtt"HUft WiJ'• !1111 wu tha lwlft-.. 
1ren1114 owr 'II¥ aa tWnt.V.tlca ~ 1-.14 'bouW i:lw.t it WU tile 

CIIU'41• of JIMpA'l9o ,..,.. woiu..l• 1a 111111 WU'toeno -'ary 

wre • s.aon 11''1&1.»' --efu•'ll tlaNat apt rt - .._,. ,. .. _, •• • 

..,_u- '*1wl1tnti•..., mtt•ac-.~ ... te 4o ~ te 

,.... .... , Ull 11 b II of I ....... iipl I -.t W fd1l4 118 ,.... 

'-'U.allll.-lo-..-s.att.ootollah 

.............. - ,rr-... ·-- ••• 
.. t1 1 All _ .. , • ..., ,.Uolx - - ·-· ·--

"- ....... ..a•• *• .. _ ............. ..... 
• _ ..... M!·il' .... - ............... .. ........................ ··-· -

-. ' ItS. 0 ' c rr: •• •• _. la "'' ,• • • .. s " a • .-

I 

Regraded Unclassified 



••• 
210 

.- ...W. F qtr''re ....... ANa........... a ··-·· ee •• 
-. Mllal&• et tale pd.- ,.U ,_ 7 sls a ..... • _.. .. -

.,.,..-'- -. ••" .. - tiMet ,.. • Ire• rta. ttil&"• ... rt .u 

•*•• -. "•*1• *'*' - a 7 H'l.W IIIII& •alit" - ..,.., 

• ..,_,.- tNilfrl • psllert nUllo aUUiis of f t lieu orl ...,. ... 

orl to ....... 9d s, IIIII& iiM n..Uil nt tM I U•- atll?l.torl• 

prod4o t.a ul-'* t• ... UIII1Co .. llesrlltn .... 51 Ml-

t11oon la 09M7 ~ .t 11,._ .. ••:••a•••--.' _,a....,.,... 

~ JNIIII'itt' aJIIIsVW la t.• ...... 

Regraded Unclassified 



2~1 

• • • 

1i X MIM• 

.. ••3N'l .... , • ~ ........... u. ·=· •...... ,... .. 
* 1f1da ftll t 4111- lJl 'ftM 1M .... JULetioaU.r t11r I' " -.s.-

llf.n.y, llllw ralW la ._..,.. 1111-o _. •1'841'- • 11M - .._. 

aS ru-n , 4AWo ..t all ,. 1;11 Q •-N • tao. .t~~~r, Mil .._ »= 1 

n..4hftq lr)' 'ld• o..or.t1o •e,•111 .--1-. W. -a. .. -. u tr u• 

~ 1a "'- _.w ..t t:a. .. .- .. 18 _...,. - ..... -r IMl•-. 

noer ,........s. W..,. -la a JlliAil• ot •.- e4_.., te dealata 

-. --..,. .-. .... '• *• , .. _.w ~ •q•,. ... ........_ -. 

n.ld.U s1JIG ~ tM .liaerl-ou-r~ 1u .._MilleN a- -

ot U tan. atoallill~ u k i .. ~ p rli!OlpalworW OUI dM 'llllld.. 

po11N tile .._, --..4 ~tl.-1 -.ne w'1 '11:1 ._ pu-w ... air~ 

raolae. We 'boU.w ,., "'-1• ..... lt ••w lie ~ • ...,.., _... ...... 

ao cl~ 1b011ld -- a1zrz1e Wltaft at tbU _..,lie ....ut• 

rooor4 a~-.. auanwl' •w•elrisu-. .t\lela au 11e "''"'' 'taW-

lll.nery ao-. _. &J'MWft .~ er-. .flmft- ,... 1111 

..... ., IN ,.wf.e attaiN• 'lie .,..ul.U., qpeue .._ .. ,.....,. ot a 

1 tlrir ....,. -• ........ u.- .. te ,. •• ..u .-&Una&•-

.... .. q ,.. .... ill .... et~~itl*le relatli- ....... ··"· .......... 

• 

Regraded Unclassified 



• • • 
212 

t . ..... !'fa 
.,,_, 

Vlltlll tu a .. , ul• ~- - 1at0 llttln, •• -. 

~ ~ ••lt •• u. taotlc, a.t \o taae "- 'MUJ¥, -. .a.n­

JINfl• wre aCit ...,. at \he ~"* f/1 tile • ..-. 41euWr wbllala 

..,_'-*1 .__ u4 ta. t~ .. -=·hc ~r ot tbc ro-• 1 ' • 

utiae -NU'Y 1t tbe d.J.MaWr-.. ~ loa &WiW. !be - ~--­

tll•wu h.ood w1.a tbo -•dt>- fll _..~ s--' ozpo1111.1-... 

• a coals larp ••ld' '- prowi.de ~- roUot fetr * a.nl ... , 

\o llal.t iho .-1 mch f/1 n,,..,lo• - aa! ~ oro&ta a tlrs f/1 _, 

..rtloi-* \o bl'illl &~ ftetwaU• ot tile 5a~1•'• o....-o Uho 

!be n~'b1Uty wu llol417 aonpW. !U 1.-..t ,-rot tile ..U. 

u4 tu r.atto•a si'041• wu IMIII1Uae4 \o ,._ ite pooplo ,,.. • 11 ns'e 

~ • • ..t -"-41tl1- \o tM .,u~~uo 4olltl ..,.. s-uncl Cdola an _. a 

.,.U tnoUa ot 'llllaio tM Worl4 w.r ae.t 110 ..t 'IIW a ..U tJMU• 

.r \be 1DorouO b tbe poap:l.'e W&ltll 'lillie!~ llu ft.-J.W 4lroo\lt Uil 

1ad1~ b-aa 11M pollol.oc ot tt~o ~o •w••wat:l- n - a 

blcb17 Jll'otlt&blo a-.. .... ....,. ... reWi'DM ...,:~. 41~ \o .. 

-'-1'1- peplo. Ow aat:l-1 1- tiac c.- cUll ~ ot _.,. IIJ' 

,... - .... 11M _ .... . , .. uoeo •tll.-1 Uftoitl tw ---- .,..... 

ftlo 9RiatM .-.-1 l- ter UN b '-'*Y \llU- piocMr tMa 

• .-s.-a ln 1 ,_ 1ea. Aa•=nii'W'le ...... ot '"_.. ... 

._ -.. U!'W ,..,. -. llcoollll f/1 _. ""'- "' t111o rice Ia ftl.- .t 

all Jl' i I It• 

Regraded Unclassified 



••• 

1111 ..... f.a ••llnl •ao---• M ..U u f.a pl'l.- boa 11 11M 

IINb4 ..- ,.... at ,. .. ttn t 1a...t• tM?I e w tM • s fll t111t 

..C~tM*·~M¥-- ......... t!' ,.,..,_. - .. ._ a 
pl .. fll a 'e' tl Nl-ry F I 1 .. 1- -..-& ...__ hdl 'w 

213 

~--- a._,..._** ;' "..__...,_ .... , ......... 
u .. of lD,. ... ,.u:.__, aal fW reUfll haw •n•P P 1"111-• 
... ,.uN MOll .,.., af 1111& NUW1'7 pftp- .. - ~ atll&illiJ' 
w-.'4 e11r a-1 at a Wll& 11u- ill 'IIMII ~ INqn at-. Jllrlu..S ~--

--' -1111& l .... r 1nldlft t!lat aopu :•o tl& aha I I at .. ,.....,. 

,_ .................... . 

• 

Regraded Unclassified 



• • • 
214 

l o !"l:!!!!J'l!Y!i.Jip!J!!f!! !!!!!!IZI 

.. _.., ••• u-..-. n t llupl¥ 

"r ••II"GGIlac rAllotr .._ lit' -.t&a •IIIU • liMl-.1 '-w "­

ral_. t.e a lftiill ..rtl.S.en t.e Jt,eW -~ ...... , Mt • ...._. -

~ r ntU.I'J' •• C) ._ roro.,u-• t.e ~on nurr -, 0......._. -

prio .. ot "-•~•--'' e.-ri\lM h - liMa ••.-nlt "'-'--Mt * 
-1"1.,"'0 llnoNet ratio h.- .... Uaol ......,l¥o M --.... & riot 111 1;M s­

puliUo cl8~ llu Ma &tt .. ud ... U \ht -'7 pari ... II)' a .. as I d. 

btersat ~ lbo llnan~ llvd.- ol • llat10Ml M4l 111 _.... 

•wri.a.lq 1oM -- u - 1a fill!/ ot "" a1x ,..n 1l:De41nel.J t•ll'"'• 

-. TlorU lrar, tAo latlod M st- ot Ocmt-* ot>U:;a1d.-- aoM 

at "'- ~-- raiiN ot ldONIIt .ad ..., ..,._ly -NIIIIoortW ....- tuuiN 

1n • dJI&1o ~· 0. - 4obM ha.,. bocDl nr.leot at ~ rawa 1a * 
a14llt ot-. r en .. -, t ' rl1!1 a:d 11M aa.n\loa ~ tbo put>Uo M4l 

Mft bMa ~ ap.-4 -r a 1'1111(11 ot pue to taG!.U_. ftJ&:I Co 

litteeftn _. M Jl'l•'- -....n haw 4ooUnod ue4 tO. tri- ol .... 

""-~ otwdilltt y.,. ri-~ • • ~ ... u. 111 o-.....a 

......,... ...,.. -' .U. 111 iiilo ,n- ~ Gewa \ ..-itltto tleU 

a.. bMa .-l.U t." ' 1 , ... 11u otaeM u • ..... ht\11' up•-"• 

1'011 111• • anb'• tM ...... Wt&Melw e.4 ,...._ ---- •• 

-..uitll U....&Wal Sl_.._._ .................. d lllalrl• 

.,..,..._* .. u•ua -·- ....... l s .... ., a11-. , ,..,.. • ...,...... _.. ...... ... __ .......... ._. 

..., - .. ,. .._ la * , II•' • II& lll) -it ie ....,. 

Regraded Unclassified 



215 

1M r111 .. ot iM R • celt 'Hels" U• 1a de ax 'ac .­

rowlW.C _...' wac _. ofttit ........ , at-... , "' -. 

.a.lrat1tla ttl .u. 1a .,.,.._ ua. ,._-. r "''* .. IIBrtr -111M 

,-r u4 ro~nlll'J'o ' snHsc - la • .-.. ot .... ~- 101~0 ta. 

u&t:ry owr. Aa aqrs :I _. .,. ot Milk tal~ -..'lor pt till ,_. 

w ro c1- oeplto.l no pt ........ ~ lGelu 11114 ..sMoftP'l- "' 

tllelr ftMke lloulk Aepeoltora wro c1-...- o£ tllo ~ ot ~ 

~ q tM onuu ' '' ot till ,.._I'll Dopoo1' x- Cel'pora~ 

* * '-"" ta.lr .. , .. , ... 

1M hMnl Roeol"'ll ltr' 4 wltll\ 1\1 croat ~r onr t11111 ~ 

11•ka u wll u tllot ora41' opta ttl irlll lati• - ~ _,_ •""" 

,-uo •• 
• •• .-u., w .. -. ,_,.. ot .. Ma1ld.etlratl• 1a tti!IM:tlWir 

rosnuU'Ihhc tM l «-. -.t.sooo ot ta. s "' ..- • ..W --.u. Ia 

__. ·- ...... . .. _., 
_,'IC ._ • ..,..-. _,.., ttl \llollr ,..... - -- •• 

__ , ..... Mtilft ..... 

Regraded Unclassified 



••• 

o.ft.......... ..... .. ..... ' I "'" .. ... .. • .. a I C 

_.....,JJI--MX.t ..... !_ ........... IW..'-*i•IJh 

lllllll N' 8i ._,. ._ "IIUI'o .. 11.-&..-• ~ U. •• , fll 

'-*- .UIII ... ei.MM \billr .... &'• ... --,_ fl I ; Uhx 

....... -- •> ' ....w . ....... ~-. ............ 
1111 re•uu OCis•e,..ellc--1 aM ~ .... , ... e" at us1 --

_... ot ...,,.Mi t Mil tale J&SJ 'eo .._ tal7- ..... ,.... iCUol ... 

••n. 
... p t1at ~ 411'ft\l- ot tM u.e Ollltft' ~C.. 

,...u- _. t1at J'elinl &ow' a&~-am- ot a...._. 

-'oal¥ __ .... ,_~ ............. ~
 ..... -- Ml 

...... .u- ----------- ~et- .......... 
1&laW. ••--w• liluse "-~ ..... ...-t•p - '-"•"' Ia 

.......
......

 _._ .. _... ~ ......... $ 'sl " ............ 

_._..... ..a ..._ II d·' s-.. 
- 1 e '•• ..._ Ul4 1Mslalnw--

1 1l 

.. .,.., ...... ,.,_.,.._._. .. _ea ......... 

._. 1'1& .... I' dd imtll 11- Mil .atlil•• A ' :' ..... 

tw. tllle IIAM. .l 1 C PI 1 I• usl I S 0 7 I qsT .. _. - .. 

Regraded Unclassified 



••• 

...... ... !111-11111111 at~--- )1M .._ MJ 

u ' ' • ..._. .. •• zH• s? 01• fll .._ P'ua CRA't ·w•.-. 
U. _., __ ?lee of IIIIEMEiiEIII ...... z•• ._ 'lllllla -.11 I• .... ,._ .._ 

Mllolllft'li _,., ........ --- __ Ill_., ..... 2 FJt ............. 

II t .. - .... $-1'5 a..il ~ 'lllilill 11'&7 lo 

._ ..... - __ , .. ,. .......... .,._ .. ..u 
• • '" • ,,.. •• ••zn••., • JMl=d .,.._., ...u••-'­

tM Tl-•"*'• ,...._.. Pr I ' prWo Ia *a ......... 

•f ~-· 7 1 ........ aU ,,. ' .. ~a • 

• 

Regraded Unclassified 



218 
•U• 

.. 1 

I alMa\ '1117 1M Pi I•" a. ... 1 t ry .r ..,. ldl-.1 ur. ill !ill' 

t1ea • t '* llllll ~ ~tioal.....,.. at tllltwebl: it _..lit' 

~0111 a4J!dn1.V.td.OILI hu 'bMn t1111114o ftt IIMUlta 3111\UY tile lieU 

.ta:D4 tor av;n' 1a 'It'.& all the ~tio p.n, ~-' ~ Jw!: • fill 

the J.Mrl- veoploo lla~ioll fill \..._ Uqwr 11ftttlo .,._ tei•l Wl_. 

t.Atlo t~ l'euftl !a rpry0 1MoUo1 p10rtfhC a AI I I-- el aMltd.-.1 

N- M naMI .m l ..Utd. .. o !llo n.DoNtiO ~ fle4p1 h 0? I 

eooperat1• wl\k ID1 aid <flo tllo 11\aWe, •t:neir nlldin•1-, .a tlollr 

o1t1_ , i D ttw''D; u4 oatorolll; ..thode ot 4~ Y1"' no ucz­

problAa beet ni11M <flo looal o«<dit1-· 

• 

Regraded Unclassified 



c 

June 15, 1938 

I called Cochran this morning and he said that the 
strikes 1n Parle have quieted down, but 1n the seaport 
towns they were still pr etty bad. 

He told rue t hat the French !Jinieter pf Finance 
was going t o declare h i e poli cy bef or e Parliament on 
Thursday and Cochran urged me very Dtrongly t hat I per­
mit b1m to go and see Auriol and tell him about my con­
versation wit h the Srit1eh and that the Br1t1eh w1ll 
not do anythi ng unless t he French approach them. I 
hesitated t or quite a while, but he kept urgi ng me and 
said that if the French had th1e intorcat1on now 1t 
might make a decided difference 1n what Auriol said on 
Thursday, eo I finally agreed anci told Cochran that he 
coul d tell Auriol of my converoation w1th the British 
and thqt the British wanted the French to approach 
them di rect; furthermore , that the Bri t ish and our­
selves were in agreement as t o the percentage of deval­
uation that the two of us could stand. (I d1d not men-
tion the percent age to Cochran .) Furthercor e, 1f my 
advice "o.s asked by t he French , I would strongly urge 
them to devalue now because from the i nternational 
st andpoint of world ourreno1eo it seemed to me that 
th1e was the most opportune t1me t or the French -- end 
how could t h ey tell what the s1tu~t1on would be e1X 
montho f r om now? 

Then cochran urged me to l et him talk to the Dutch 
and Swiss , and after consider abl e urging I agreed . As 
Cochran eal d , 11' the Jutch and Sw1es knew of my conver­
sati on w1t h the Br1t1eh, they 1n turn might bring 
pressure on t he French to devalue . I told Cochran 
that I felt we could lose nothi ng by h1s t a lk1DB to 
the Sw18e and Dutch and might ga1n something. I 
also tol d him !lot to write the 5w1Bs and Dutch, but t o 
telephone. 

I asked him to •phone rue attar he had seen Auriol. 
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June 15, 19:18 

He said , HU,Jr. called the President at 2 : 40 p . m. 
"I know you arc talki ng to all the lenders. 

"It came over the ticker that Thomae, of Oklahoma, bas 
introduced a resolution extending tho Stabi lizati on Fund for 
two yearo . 

(Dow-Jones 2 : 15p.m. 
June 15, 1936 

Thomas i ntroduceD reeolution to con-
tinue Stabilization rund. 

Sen. Thomas introduced 1n the Senate a 
resolution to cont1nue the $2,000,000,000 
Stab1lizet1on Fund tor 2 years from Janu­
ary 30, 1937, when 1 t now expires. The 
Fund would continue under the authoritY of 
the Secretary of the Treasury. 

"Now that 1t bee been introduced, we •111 have to see 
1t through. I talked to !.!d1ary and be said he bed no ob­
Jections and asked me to talk to vandenberg, whi ch I did 
end he said to me at the time , ' I w1ll have to talk about 
i t , but will onlY object tor about !ive mi nutes'. It j uot 
cannot be defeated. AnYthing you can do would be g,rand . 

"Bob Daughton said t~t it is too late to do anything 

about FAA. • 
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June 15th 

~meeting was held in Secretary ~orgenthau • s office at 
ll :iO thts morning on Income Taxes . The following were present: 

Mr . 'lcReynolds J.lr . Rel verinl' lo!r • Russell Mr . lUres 

Jg . Morgenthau: I like to start with the ol dest cases . 

~r . Relvering : Could I give you an idea of bow we stand? 
'e k~ep a monthly record on this thin~ . It i s brought up to date 
every week- end - all years - 19~2 and prior to tha t . Durin; that 
period there were 90 million returns filed . 

·~ . Morgenthau: 90 mill i on? 

Ur . Helverin~ : 90 million returns filed . 

Mr. Helvering : Of the oriP,inal cases there are still open 
~,185 of this 90 million. There have been some reopened cases but 
\O ~o over and check all the refund claims and fraud cases - every­
thinr put together there ere 12,140 out of the 90 million. 

JAr . ll.orgenthau: 12, 000 prior to ' 32? 

Mr . l.!cRevnolds : Over three years old - 1932 and prior years . 

Mr . Morsenthau: That is just income tax cases? 

Nr . Relverinp : Yes - all income taxes. When we come to 
' 33 ther e bas not been that many settled yet . 

Does this include 132 or 133 ori~inal? 

14' . HelverinE : For 1933 there are 6, 226 ori~inal cases 
totnl 13 , 270 including those origin~l returns, reopened cases and 
fraud cases . or course when you get down to •34 - those are the 
ones we ore examininr now - that Jumps to 323, 000 . 5, 535 open 

but not examined . 
JAr. Russell : Just coming out or the fiel d now. 

~· Helvering : ThiS don ' t include the 9, 000 pendin ' in 
the Boarder Tax Appeals . I do not know Ylhat year s are affect ed 
there. It i s not car r i ed in this t abulation. 

1.1r . ·~cRevnolds : We can' t do anything about t hat now. 

You c~• t wit hdraw them. 

J!r , klorgent'lau: o :en 
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l'r . l'orgentb·.u; Oh no , 

ll!" , Relverir>J! : "'he thin" _ ·~ we are working for is to ~et 
these ~ore up to date . ~ 

!lr, ore;enthau: Yes . 

Mr · Hel yering: And th~ only thing we have open in ~ny 
amount i s the 1 34 nnd ' 35 . 

ljr . Morf'enthau: Well the fact remains that the most 
difficult ones are the ones back of •32 . 

Mr , Russell ; Some of those old cases are held pendi"" 
Do! rd decisions . ..., 

11r . li!orgenthau: Yes "'ut 3200 cases are not now in the 
Board of fFax Aopeals . 

ur . Russell : That ' s ri,ht . 

Ur . Ltorgenthau: 
t hese 3200 cases prior to 
they are, where they are, 
kind of stuff . 

Mr . Helvering: 
for claims for refund. 

ntat I•d like to do - I 1 d like to have 
1 32 broken down- wh·t ~ind of cases 
what is holdinf' them up and all th t 

In the field there are 2, 735 examinations 

l.lr , 'orgenthau: Would that be included in the true year 
1 32? 

lr, '!e1yering : Yes . 

l~ . HelverinP, : Total number of ~11 those -
1
32 and 

prior, including original cases thnt h~ve not been finally dis­
POSed of - claims for refund - fraud cases - total number -
everything except Board of Tax Appeals is 12,140 out of the 90 

"'illi on. 
Mr . llorgenthau: I n:eo.n what is - t here must be so 

many fraud - so f orth and so on. I would like that thing broken 
dovm so I can sit down with you and see where it is. A lot of 
them will be thrown into the Board of Tax Appeals. It will t ake 
time to bring this down . 

~r . Russell: I would say t hr ee or four days Wr . Secre­
We have .. breakdown now to some extent. tary. 

Mr· Helvering to Jlr · Russell : You will have to get th·. t 

in more detail for what he N·n~s . 
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Mr. Morgentnau: After alLyou t&ke u business man who 
bud a case along in ' 31 or '32 and it involved a lot of money. 
The thing is hanging over his head. There i s nothing more de­
pressing than that . 

lir . Helvering: I &Ill not making thls as an alibi or 1n 
def ense of toe Bureau. 

llr . llorgenthau: The criticis::s 1s on ae . I have given 
it so little a ttention. With the exception of the first few 
months when I was here 11nd used to ht.ve t hose things brought up -
liag111 brought them in - I have been compl et ely out of touch -
it has not been humunly possible . 

U¢. Rel vering: These fellows thllt compl11in - I am safe 
in Sllying that 9~ of them is the r efus &l on the part of the tax­
payers ' a ttorneys to submi t evidence whi ch they are contestins . 
I think 10~ would be better . 

!ir . liorgentAAu: I thinK I am partly to bl..ae . The 
&ttitude of the Bure&u has been a little btt dif ficult . They 
huve been tried i n tho Court s . 

Mr . Russell: Thut i s the reason why we have t hese 
cases because we 11re unwilling to t hrow them into the Courts . 

llr . Jlorgenthau: I want to start w1t:1 ' 32 or pri or und 
tnrow myself into this . I want t o be helpful . I am not sitting 
her e saying this, that or the other thing . I would like to get 
af t er anything of 132 or previous . 

Ur. 3elvering: M&y I detail one case for you? 

Ur . Morgenthuu: Sure. 

Mr. Helvering: The International Puper Comp~n1Y7• bT~t< t 
i s open for al l these years . I am not positive for ' u 
I know '18 and clean up to the present time t he International 
Paper Company claim for refunds - 118, ' 19, 120 and ' ~1 ove~ u 
million dollars and they have refused to muke anY adjustm~n 
we pl an. Well we can' t give the:n a reft:rul. 

Mr. Uorgegt!Jau: Why not? 

Mr . Helveri ng; They are not entitledtbtot 
Treasurer of tha t comp3ny expl~ined to me & 
over $450, 000 f i ghting thiS case. 

it. Tbe 
be luiS spent 

Wk1ng a fight for us to give 
l!r , Russell; They ure m· · to which t he:Y are not 

them a refund in those previous years 
entitled . 

Kr. :LorgentJ:Mt.u: I see. 
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Mr . Helverin~ : or course we h~d a hearing with them 
a coupl~ of weeks ego and we told th~m it h•d to break. 

Yr. Russell : It would be usel~ss if we sent them to 
the Board . I t wotud t ake a Member of the Board a year t o work 
on the case. 

14• , Mogenthau: Let ' s leave it this way - if you have 
somethinp this week I would l ike to have another meeti~ wit h 
you. Then Russell could do t his thing . I want a simple chert 
showinr the routine - what happens to these cases - how they 
gradually go through - just what happens to them. I me~n the 
organi:ation chart on cities on this t hing- how many people they 
have to go through and all that - whet i s the machinery? Does 
it go to the General Counsel' s of fice or is ther e a bottle-neck 
that is hol din this thing up? 

lolr . Helverin~t : I started 1n :1011e time ago to prepare 
you a memorandum. This i s not criticism of the General Counsel ' s 
office - it i s just a statement of fact- the General Counscl 1

5 
office together wi th the office here does help settle the case 
but in ~ gr eet many cases it unduly delays them. 

Mr. Norgenthau: 
office does it ? 

Well i t don ' t come to my immediate 

Mr, McRevnolds : 
settlements - unless there 
ent irely new 

llr . !l.orgenthau: 

or course your compromise and refund 
i s some point involved that is 

Bow many ere there around here? 

!lr. UcReynol ds; After they coce from the lawyers' 
group they don ' t stay here 24 hours. 

Mr· Helvering : No - they come ripht beck to us. 

Ur . !lorgentbau: Well I would like to have a very 
simple working chart . 

Mr . Relvering: It is not so very darn simpl e . 
V.'e can 

outline the steps it takes . 
In the breakdown you will get mo~t of 
st age the cases are in. Mr . McReynolds ; 

that . That will show what 

Mr . Yorgentbau: 
!low you get my attitude on that? 
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Ill• . Helverinr •• Oh ~bsol t l d I __ _ _ a u e Y an nm in Lecord with 
you. 

to.xes? 

of them. 

Mr . Morgenthau; This i~ not true in 1111scellaneous 
They ar e not slowing up in this w•y? 

Mr . Russell : All those to the Board but not & lot 

!Ar. Morgenthau: fmything in your Bureau ' 32 or older 
I ~ould like to go into with you . 

1&r . McReynolds : I had 1n 1111nd to ask but I know that 
the bulk of the stuff is all here . 

l.lr , Russell: 
the work? 

You want this chart - the movement of 

l.lr . orp-enthau: Yes - '\nd have lliscellaneous Tax too. 

Llr . Helvering : I would like to have this so that right 
now - first of this month - we would h· ve nothing to do except 
' 35 and the thing that you started is looking to that end. 

Mr. Russell : VIe did not get the mon<>y for that program 
but vte are looking to adv'lnce the program. In 1934 I went over 
t here and asked for an approprintion to hire agant~ With the 
750 mUlion we we would obtt£in Collectors to collect immedit.toly 
approximately 11 million for the 11 months . A month to go ~d 
it has run 60 million additlon&l taxes ond ll million agreed 
taxes to collect and yet we have a month to go . 

~. Worgenthau: T~t one group tnat you sent out on the 
Job - was that Cleveland or Detroit? 

lk· H§lvering: Cleveland . 

Did they take back taxes? 
14[ , !.lQrgenJ<hau: 

Oh yes - everything in that diViSion. 
Lll:a H§lV~[;!.ng : 

I thought they finished it. 
Mta Worgentha)d; 
Mr · Helvering: Oh no, we just started April 15th. 

will continue right along. 

Mr . ?Jorgenthe.u; How many men on that? 

lk· Russell : 
Not very many men on that. 

Tn..t 
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Mr· Korgenthpu: 
success? 

- 6 - 2?6 

Bhs it gone far enough to prove it a 

Ur , Russell; No - it will t6ke a year . They stktted 
i ssuing the 90 day letter in the division after April lSth. 
The taxpayer gets 90 days to file an appeal and to file an 
answer so we can' t tell about the success or it . 

Mr. MQrgentnau: Just as soon as you are ready give me 
~ r i ng. 

Mr· Helveripg: Did you read over those two memorandums? 

Mr· Morgenthau: Yes - I read everythin& you give me. 
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lolonday 
June 15 , 1936 (9: 30 a . m. ) 

!J'": Let 111e ask you so'llet-dng which I think you can do _ 
Kenneth C. 
Bocate: Yes 

lWJr : I know t hat newspaper publi sher s hate t o do it though . 

H: Vlell , i f I can I will , you bet . 

a~jr : Well , here ' s t he point, Duffleld wrote a very excellent 
st ory on Friday -

.l : Yes 

"'Jr : - in regard to the United Stat es and England getting 
together -

!! : Yes 

""l!Jr : I 

8 : Tha t was a week or so ago, you mean? 

ID!jr: 

8 : 

IIJ.I j r : 

H: 

l:Uij r : 

8 : 

H!Ajr : 

8 : 

i!i jr: 

!! : 

No , it was this - it was either Friday or Saturday . 

Friday or Saturday? - Well now, I haven' t seen t hat 
because I have been out of town . 

Well, it was either Friday or Saturday . 

Yes 
And I ' m always a little bit disturbed when peopl e write 
those kind of stories which get into the International 
field as to whether it's something ~ch be was just 
shrewd enough t o dope out or whether solllebody was 
t alking, see? 

Yes 
Now it's pretty important for me and if you reel you 
coul d tell me I can give you my assur ance that i t goes 
no further than my own self. 

I don ' t Know now Vr. 
story but I'll look 
t he day? 

All right , I'll be gl ad to do it -
Secretary, I haven ' t even seen the 
into it and cal l you back later in 

Well, he may just be a smart boy at doping out -

Yes 
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!lliJ r : 

H: 

till j r : 

II : 

Hlljr : 

H: 

H: 

IDJjr : 

H: 

~il.IJr : 

B: 

liMJr : 

H: 

-2-

But on the other hand if so~ething comes out in the 
•London Lconomist• of that kind why everybody gets 
excited and they t hink thbt 1t•s the British Treasury 
talking and if they see it in a pa per - the Wall 
Street Journal, they t hink most likely that i t ' s 
semi-official . 

Yes 

You see what I mean? 

I s ee entirely . 

And I just - if - if somebody tipped him off he 111 
unquest ionably tell you . 

Yes 
It's just , I•ve got to be up on, so to speak, on top 
of the job. 

Yes, I a ppreciate that. 

And that's my only reason. And I want to say as f ar 
as Duffield is concerned he is one of the ablest that 
come into the Tr easury. 

Well, fine , I'm gl ad to have you say that. \'/ell now 
I ' ll get hol d of him and call you back later in the 
day , Yr. Secretary . 

Thank you very much . 

All right , sir . 

Thank you. 

Goodbye . 
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IDIJr : 

Oper ator : 
Kenneth C. 
Bogate: 

Hl.IJr: 

l! : 

H!Jjr : 

B: 

!CiJr : 

!:! : 

clJA jr: 

R: 

HJA jr : 

a: 
Hlljr : 

H: 

~jr : 

B: 

Htljr: 

B: 

Bll jr : 

H: 

Hlljr : 

Hello 

llr . Boguet 

Hello , Mr. Secretary 

Hello , llr . Bogate 

llondoy 
June 15 , 1936 (llorning) 

I talked with Duffield jus t now . 

Yes 

lie says he got the tip on that story fr~ London . 

Oh -
And that with what he got from London all he needed 
was his background so he di dn 't talk t o anybody in 
the Treasury Department about any specific part of 
t he story . 

Well , that ' s all right . - That ' s all -

So, I am glad t o tell you that because I know it will 
make you feel better . 

Yes , because I mean I'd have been disturbed if 
somebody bad gi ven him t he tip here . 

Yes - well there was a tip came from London. 

Well tnat •s all right . 

All right . 
And I ' ll - and I ' ll keep it as confidence. 

Well , t hank you so much, because (Laughs) it looked 
l i ke a good story and we were darn glad t o have it of 

course. 

It ' s all right . 

Yes 
I mean - but I Ju~t wanted to - you understand, -

Oh I understand perfectly and there was no - there 
wa; no violation of confidence 1o your depar tment at 
all because - it all initi ated in London. 

Swell - thank you . 
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H: 

HJ(j r : 

l!: 

!lll jr : 

H: 

!llljr : 

H: 

ffil jr: 

H: 

Al' right. Are you go1 nc to be ln the country before 
long? 

v;ell , I hope to get up next weekend but it depends upon 
thls Congress down here. 

Yes, I wish they ' d get out or there. 

lle too -

(Laughs) Well I hope to s ee you during the sWiller . 

Thanlt you. 

Thank you, Mr . Secretary. 

Goodbye. 

Goodbye. 
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Biljr: 

Operat or : 

HJij r : 

0: 

!llljr l 

0 : 

RUjr : 

0 : 

Hlljr: 

0 : 

HJi jr : 

0 : 

Hlljr : 

0 : 

!llijr: 

0 : 

IDijr: 

0 : 

!Dijr: 

0 : 

Hl4jr: 

0 : 

Hli jr: 

Hello 

Congressman Doughten -

Bello -

Hello 

Uorgenthau talking 

Monday 
June 15 , 19)6 (Mor ning) 

Al l right, »r. Secretary . 

How are you? 

All right , thank you, bow are you getting along? 

Well, I'm getting on all right, bow are you? 

Ob - it has been going along pretty slowly , pretty 
slowly , but it's still going al ong t his t ero . 

What do you t hink is going to happen on the t ax bill? 

Well, I'm hopeful that we will get toget her by tomorrow 
or something, I don ' t know though -

Yes 

The Boss will be back today, won't he? 

Yes, at twelve o'clock . 

We'll have another meeting this 110rning at ten o'clock -

Yes 
And I am hoping that t he i ce will begin t o give way a 
little. 

Yes 

Hut I just don't know. 

Let me ask you something, I want 11 little lldvice. 

Well -
over the week end I got a t nought that I wanted to 
talk about to the President it you thought it was all 
r i ght And tnat is - I know it's a l as t a1nute 
thought _ · and that is this idea ot keeping tbe Federal 
Alcohol Couission in the Treasury as part or the 
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D: 

lll.!jr : 

D: 

l!lljr : 

D: 

!llljr: 

D: 

l!lljr: 

D: 

EYjr : 

D: 

HUjr : 

D: 

HJ(jr: 

D; 

Blljr: 

D: 

.Ucohol Tax Onit , part or Internal Revenue. This 
idea or this thirty- seventh acency . independent 
agency - it just goes against -.y grain. 

Well , we - you knew we had agreed 

I know. 

- we knew what we had agreed on this , just to be inde­
pendent and have a board -

Yes 

We finally yielded t o the Senate on that. 

Well, bow would you feel about it, supposing 

Bow is tbat? 

? 

How would you feel about it personally, supposing the 
President should change his mind, is it too l ate? 

- Well , I don't know whether it would be or not . I -
wouldn't even say we were able to reconsider it. 
I'm fearful it ' s too late. The conferees all agreed 
to sign the report. 

Yes - have you - is it out of your hands? 

I think it is , that's my opinion- it's out or my 

hands. 
Well you personally, as I remember it, last year always 
wanted to keep the thin& in t he Treasury , didn ' t you? 

Oh yes, I wanted to keep it in the TreasurY all the 
time and until the President 
sent for me at t he begtnning of t his session or Congress 
and made an appeal to me and urged that it be made an 
independent issue , and I have agreed t o it . 

Yes - you don't suppose you could let it go for one 

day, just t oday? 

How is that? 
Is i t , I mean, you don' t suppose you could let it slide 

f or one day? 
Well , I ' m afraid it ' s gone too rar. 1

1
11 look tnto 

it a little rurther and call you back. 
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ft.! Jr : 

C: 

dll l r: 

0: 

H\ljr : 

-3-

! haven't spoke to another liYiD& soul about it on 
the Hill - nobody knows about it but you. 

Well, I' 11 find out , but I' a under the ~pression that 
it's gone too far by now. 

V/ould you mind looking into it? 

I ' ll be glad to. I ' ll look into it and call you back 
sometime about noon today. 

Thank you . 

All right , thank you. 
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l!lljr: 

Operator : 
Sam 
Bill: 

I!Lijr : 

H: 

l!lljr : 

8 : 

l!lljr : 

B: 

f!Yjr : 

R: 

IU,{jr : 

B: 

ffilj r : 

8 : 

HJ.I jr: 

H: 

ffiljr : 

8 : 

Operat or : 

Here you are. 

Hello 

Bello 

Mr . Secretary? 

Talking -

This 1s 8111 . 

Yes 

Monday 
June 15, 1936 
2:20 p • • • 

About that separate agency on the Federal Alcohol 
Contr ol, Bester was tel ling me tbat you wanted t o 
talk to me before we d id anything about bringing up 
the conference report. 

That' s right . Now, since then I've t alked to the 
President , see? - Bello? 

Yes , I'm listening. 

And he said as far as he is concerned if I feel 
strongly about i t why be's perfectly agreeable to 
leave it 1n the Treasury. He sai d that I can say 
that quote him as saying so. 

Yes , well it's pretty late now to do t hat. 

I know. And I 1 ve gotten kind of worried because I ' ve 
already seen t he boys begin t o buzz t hat the source of 
the t hing is going to get out . 

Yes 
I know it's l at e and I - of course you' ve got every 
r i ght to say, •Well , why didn't you t hink about it 
earlier? ' Well, of course I have and I couldn't get 

anrwhere 

Yes 
But this is going to be the thirty-seventh independent 
agency and I'm afraid we're going to be awfullY criti-

ci zed tor it . 
Yes well you Jmow we ' ve tought - we ' ve 1b\llht 
agalnst that and we t:ave to\llht against everybody elae. 
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IJ)lj r: 

H: 

!Ujr : 

H: 

l:ll.lj r : 

H: 

I lmow , I know 

- 1n the Treasury. 

I \mow . 

-2-

This time everybody apparently wanted it out so we 
took it out . 

VI ell, I 1m not - I can' t say much other than if 1t 
isn't too late I 1d still l ike to have it l eft in the 
Treasury and it' s all right with the President if 
you 'll take my word for i: . 

li"l4Jr: Yes 

H: 

HLIJr : 

H: 

HLIJr : 

fl : 

liUjr : 

H: 

Hl>I Jr : 

it : 

lniJr : 

And we didn 't 
through with it. 
it now. 

on it , but we 1 ve just got to g~ 
I don ' t see bow we can get out of 

I see, well, I know it ' s - I 'm sorry but I couldn't -
my hands were tied . 

Yes , well. if you next year 

if you ' re not satisfied with the change . 

You tnink it 1 s too l ate? 

It ' ~ gone so f ar we can't do anything about it . I
1
ve 

been conferring with other •embers of our comdttee 
lind they they all expr ess that scme sentiment. 

All right 
selves . 

Yes 

well we can 1 t bl811C anybody but our-

And I couldn' t move, my hands were t i ed. 

Yes , well we t hought - we understood that you wanted 
division, you know . 

No well I never said, I mean I - last year - I n~ver 
said anYthing this year, but last year f irst they ' d 
say one t hing and then they •d scy another so I Just 
kept • Y oouth shut . 
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8: 

Hlljr : 

ll : 

lilA jr : 

H: 

!Dlj r: 

B: 

!Uijr: 

B: 

IIJA jr: 

B: 

!Dljr: 

B: 

!Dljr: 

R: 

B!Ajr: 

B: 

- 3-

And Mcintyre called •e up and I t h ink he called every 
a ember or t he conference up and told us that tbe Presi­
dent was very anxious t o have this a separa te agency -
That' s when we were i n conference, you know? 

Yes 

And we agreed to make it one . 

:ies 

tration 
bulk of the adllinis-

Well , there' s no question t hat the President did want 
i t a separate agency . 

Yes 
But I talked to him about i t and I s aid, •I think it' s 
too late•, but I s ai d , •Ir it i sn ' t too late would you 
object? ' And he sai d , 1No, but ' be said, •I wouldn ' t 
make any russ about it • • 

Yes , well it 's just too late . I don' t see how we 
could possibly do i t. 

I see . Well , I appreciate your calling me anyway . 
Is Mr . Dought on there with you? 

No he i sn't here with me but I 've talked with hie 
about it. 
Well , I said I ' d call him back after I 1d gotten t hrough 
l unch so I'll give hill a r in« now. 

All right . 

I appreci ate very much your calling me. 

Yes , all right. 

Thank you. 

Thank you. 
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Monday 
June 15, 1936 
2: 30 p. ll . 

Operator: Congresssan Doughten -

l!lfjr: Bello 
R. L . 
Doughten : Henry 

l!lfjr : Ooughton -

0 : ~es 

HMjr : Morgenthau 

0 : All right. 

Rllljr: When I came back from lunch Sam Bill called me up -
he wanted to know about this Alcohol Control t hing, 
see? 

o: ~es 

l!lfjr: So he called me before I had a chance to call you. 

0: :tes 
So I said I had talked to t he President and the Presi­
dent said as far as he is concerned he didn't care 
and 1f I felt strongly about it all r ight. 

Hl.!Jr: 

0 : 

l!lfjr: 

o: 
Hlol jr: 

0 : 

l!lfjr: 

0 : 

m&Jr: 

0 : 

~es 

So - but Sam Rill says it ' s too late now. 

That' s m:y opinion. 

~es 

I • m awfully sorry , because I was right with you on 
that , all the time, and trying to hold the line as 
long as I could . 

~ou reallY thi Ilk i t 1 s too late? 
I really do, we have - you see the conference report 
has been accepted by t he Senate you know? 

Ies 
And we've got the report s igned t here by unanaoua 
agr ee•ent by all so I don' t s ee how we can do &DTthinC· 
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'"1iJ- : Well, it ' s our own rault . 

l ' ra n !Ully sorry. 

mtJr: All right. 

D: All right . 

!1)4jr: Thank you. 

D: 'iou 1 re welcome. 
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HJ.I jr : 

Hes ter: 

l!ll jr: 

H: 

HJ.I j r : 

H: 

!:ll.ljr : 

H: 

m.tjr: 

H: 

!:ll.ljr : 

H: 

Rl4jr: 

II : 

Hl4Jr: 

n: 

Di d you get my message? 

No, I didn't . 

ilonday 
June 15, 19.36 
.3 : 10 . • • • 

Well, I sent Cy Upham to find you because I thought 
it was so important . !low, Senator Tho1nas of Oklaho'lla 
has introduced a r esol ution to extend the stabilita­
tion fund for two years . 

Yes 

I was going t o l et it go by the Board but now t ha t 
he ' s introduced it there ' s just no i f , and or but , 
it 1 s got t o pass . 

Yes 

Now anything else that you are doing is secondary or 
third 1n import ance to t his • 

.Ul right . 

Now, I took it up two or three weeks ago with Senat or 
Pittman - he ' s f or i t. I talked to YcNary, he said 
he ' s for it - I should talk to - he wouldn' t ob ject . 
I ' d talk- he said, • •• better talk to Vandenberg'. 
I t alked to Vandenberg and Vandenberg bellowed at me, 
then he said, 'I' l l obj ect f or five minutes and t hen 
I•ll let it go t hrough '. 

Yes 

Now Robinson wa sn ' t so hot but Key Pit~an is ver y 
strong . I was going t o let i t go because I didn ' t 
w1<11t to have a fight on r:t:f hands . 

Yes 
But now that it' s been introduced I don 't give a damn 
what you're doing up t here, t his i s t he mos t i mportant 
thing. 

All right. 

Now I called up the Presi dent and he said everybody 
he talks to today he ' s going t o put a word in fo r 

it. 

t ' f ine "ow, you want that introduced in 
Well, tha s • " 
the Bouse too right away? 
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!D.IJr : 

8 : 

Hlljr : 

8 : 

B!A jr: 

8 : 

IDijr : 

H: 

lilljr : 

8: 

-2-

Well , you ' d better go and see Senator Thomas and find 
out what arrange~ents he ' s made . 

Yes , all r ight, I'll do that . 

Row ' s my Tre~sury Agency Bill? 

Well, I ' m - I ' ve been 
waitlng to bring it up . 
t hi s afternoon. 

0 . K. 

watching Senator Gerry , he ' s 
He ' s trying to get i t up 

And Senator Robinson i s going to help, so I am en­
couraged . 

Well now, all riyht, and - but you 'd better go 
and see Senator Thomas nnd now as long as it's 
introduced we just can 1 t let this thing fail. 

All righ1;, I 111 - I ' 11 get right aft er it . 

0. K. 

All right . 
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