#r . llenry Norgenthau, Jr.
Secretery of the Treasury
washiagton, 0. C.

My dear #r, Morgenthau:

¥aghingzteon
April 15, 1935

I zttach, for your information, copy

of 2 letter I received from a banker in Lendon,
whose name, however, I wonld withheld.

In my visit to nglsnd two years age
at the time we went off the gold standard, this man
impressed me asg the ablest and most intellizent of
all the bankers I met 2t the conference.

his views might be of interest to you.
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Yery truly yours,

Whn ident

I thought



London
2let verch, 1936.

I=<ivjcie

PER S, 8. "BREMEN."

General K. &, .‘ﬁ'od.
lesers. “ears, Roebuek & Co.,
CHICAGO.

Dear General,

1 duly recoeived your letter of March Gth and I sent you following
telegram; :

"SNGLISH GOLDPRICE LIKELY RISE ABOVE 160 ONLY WHEN GOLDBLOC FORCED OFF
AB POUNDLEVEL CORRESPONDING @ILDPRICE 160 ALREADY S0 OPPRESSIVE AS INDUCE FLIGHT
FROM GOLD COUNTRIES OFFSETTING PRESSURE ON POUND DUS INTERNAL SNGLISH FACTORS LIKE
POLITICAL BCONOMIC UNCERTAINTY LIKSLIHOOD PUBLIC WORKS (Step) PARTS GOLDBLOC HAY BB
FORCED OFF NEAR PUTURE DELISVE HOWEZVER FRANCE STILL STRONGLY OPPOSED AND ABLE DEFEND
OLD PARITY HELP OTHERS (Stop ) THUREFORE BRLISVE ABANDONMENT GOLDSTANDARD GOLDBLOC BB
FORCED BY POLITICAL DEVELOPHZNTS POLLOWIN G HCONOMIC PRUSSURE NOT FINANCIAL CRISIS
(stop ) MAY TAKE FORM HOW UNDER CONTEMPLATION ISOLATION QOLDBLOC BY PROEIRITION
GOLDEXPORT NONGOLD COUNTRINS THIS WOULD BRING DOWN FRANCS AND FOKCE POUNDS LOWER IN
DOLLARS (Stop ) IF THEN ALL COUNTRI S TUROUG ESTABLISHMSNT EQUALISATION FUNDS KEEP
SXCEANCGR8 RELATIVELY STADLE AND INSTITUTE CONCBRIED BXPANSION POLICISS BSLISVE
INTEREATIONAL RECOVERY MAY BE AIDED (Stop) WORE LIKELY HOWEVER INTENSIFICATION
TCONOMIC NATIOWALICM AND TENDENCY RECOVURY HESTRICTED T0 HOME MARKLTS (Stop) BEST
K% GARDS LOTTSR FOLLOWS."

In the meantime, the troubles in Belguim did come %o a head and we have
witnessed a flight from the gold currencies depreseing the gold price in lLondon.
It now appears to be probable thet a national government will be formed whioh will
maintain the parity for a limited period of time in order to calm the fears and
initiste a new rézime, probably of managed currency linked to sterling, ss soon as
the internal and international difficulties show some abatement. Jbviously, the
Belgian and all other zold bloe difficulties will have a teadency to strengthen
sterling, and as these difficulties would enormously increase with steriing falling
below 70 French francs, i.o. the gold price rising above 150/-, it seems unlikely
that a gold price of over 1560 should be established before France should come off.

Lp %o the probability of this latier eveat, it must be FPorne ia mind
that Flandin has stated his »ill to maintain the gold standard in very firm terms.
Hor must it be forgotten that the general fear which holds France in its grip as a
result of the international political events, espeeially the rearmement of Germany,
produces a psychologioal position where a chaange in the currency standard would have
quite different and very serious effects internally, both from an cconomie and from
a political point of view. On the other hand, France is in a very good technioal
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General R. B. Wood (Continued 2).

finaneial position. Therefore it is very probable that we shall have to see a
further corrosion of the French determination to maintain the gold standard a tout
prix, by the way of a continuation of deflation and depression in France.

There ocan be little doubt that, with the international risks increasing
and with the uncertainty about the pound made more acute, such deflation and de-
pression will in feot ocour in Frence.

sventually, therefore, we may anticipate an abandonment of the present
gold parities by all the gold countries. It would be uawise, however, to put very
much faith on this happening, at a relatively early date. However, the differences
betweon the relative strength of the gold countries are great indeed, and it is more
probable thet the abandonment of the parities will heppen individuslly rather than
by econcerted action. According to our informations, the French and other govern-
ments have from time ¥o time considered the possibility of isolating the gold blee
countries from those which have already abandoned the gold standard. That would
have allowed a readjustment of the external value of the gold currencies according
to their balance of payments, without a formal abandonment of gold. Lately, however,
these plans sesm to have receded into the background.

Were there any possibility of convoking a world economic and monstary oon-
ference to come to some agreement about stabilisation of currencies as part of a
general agresment on teriffse, other restrictions of trade, and currency and publio
works policy, I could immgine that some progress could be achieved in the direction
of the restoration of something akin to pre-crash prosperity.

lLowsver, there is no such possibility. Under these circumstances one will
have to expect from the renewsd uncertainty in the exchange markets an intensifica-
tion of the protective measures (already we have an increase of our tariff schedule
on steel ).

Contrary to your letter, I should have thought that the sequence of events
would be: a maintenance of the gold price in London around 160; & break in the gold
Bloo; an increase of the Loadon price of gold up to, say, 170, according to the ex-
teat of the depreciation of the former gold countries; & further devaluation in
imerica; and yet another struggle on the part of the Luropean rowers to steal a
march on Amerioca.

The troubles will have the effect of increasing the wish within each country
to isolate itself from the rest of the world; at the same time the race in armamentes
will force the governments %o spend freely. I can see very little possibility - at
least as far as Lurope is concerned - of a reversal of the trend of economic national-
ism and more and more stringent regulation of business by governments. 1 should
definitely regard a restoration of stability of currencies in terms of cach other,
without & similar agreement on the other points, as impossiblo and inopportune. I do
not think that, without having flexibility reorested in economics, we can stand the
strain emanating from fixed perities; and no matter how we may feel about it, 1 have
no doubt that that is too much to hope for.

I had hoped to come to America this year; but the uncertainties and diffi-
sulties on this side are such as o vitiate any such hopes. I hope, however, that
it will not be long before we see you over here.

Very truly yours,
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