
April I*, 1935

**r, lionry sfor^anth&u, J r .
irj of tho Treasury

- - r,

I sttach, for your infomation} copy
latter I received froii a banlcar In London,

whose name. hfWfifj I would -withhold.

at tbn tirro ira went off the g»M standard^ th is man
iTt̂ rosfcod me A» tho ablest and Etost in.tellf^ent of
a l l the botkeri I r^et •% % -foranca . I tho
>iis • !#•• .*̂ if*ht be of l a in —I to you.

;
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I
7 London

21st *roh, 19 b.

General K. . . ood,
osaro. Martj hoebuok A Co.,

0 1 I C A # 0 .

Dear Jeneral ,

I duly received your l e t t e r of mroh Oth and I sent you fo l lowing
telegram:

•3H3LISK OOLDPRICB LIKTLY KISK AJBOVB 160 OHLY *4iEi OOUPBijOC K>K(Jfcl> OrF
AS jPOOJTOUSViSL Co M D H 0 ttlDfUOl 160 AUUiADY So OPfBSSSXYS AS Ii.WJC3 FLIUKT
FROM GOLD JO Ĵ̂ TKIKS OFFSETTDia iivESftOhS ON PO0»I) ItJS IHTKRIML M A I H F CTOHS bULS
i^OLITIC\L B(XWOiac IKiCl^T.USTY LIK L8M0B FVBLSB M M ( B t o p ) RtaTS OOLDBU)C wiY BB
FORO0 OFF UK/it VUTBH BBU VS I S R I L L STftOSOLY Oi
OLD FJftOT hBU» 0ZBSK8 ( S t o p ) TH13RKT0RE BKLIETI ABAflHONtoSllt aOLDST^PAKD ^ J U ) B L O C BS

. J> n pouxxo.u. DK/rwA> rouoffmo KOOMOMXC PK SSSQEB i o t i OIAICZAL GRIBIS
( t o p ) B OOVTEMPUflQI ZSOUTXQi l>U)bU)C BY ittOfclMTION
DUDIIfQRf HONJOLD Ov;U^TKI>»S Tt;IS ffOOLD I HSM UMOI IS

D0LUK1 (r . top) Ii- S i m ALL 0 I TUB - »Mff*TTOW FUSU6 KSSP
•aa.AJiaW KSUTIfBUC STABLE l i S DIBtXTVTB CSOJ ^SIOH fOUCXSi EfcLIiVI
UTttiAXZQM 30V2BY MAY JS (J t o p _ TJSIFICATIOH
KOOMIflQ I iMDDiOY S tICTSD 10 H04K MARKETS ( s t o p ) BSST

iiUiDE LTTSR K0LU)WS.tf

In th« meantime, the trouble* In Dslguim did oomo to a head atid we
a f l ight from the gold ourrenoie© d©pro8e3int; the gold ^rioe in î ondon*

It aow aiV®ara to be probable th&t a national ,;ov©raiB««nt wi l l b© formed whioh wi l l
Maintain the parity for a limited period of time in or er to calm the fears and
i t i t i a t o a new re^iiaa, probably of managed ourre.oy linked to sterl ing $ an eoon &•
the internal and Lternationnl d i f f lou l t i e s show soae abatewient. Jbriously, the

ol dan and ul l other f»H bloo d i f f i cu l t i e s w i l l hare a tendency to Btrenr-then
sterliiiij, iind as these d i f f i cu l t i e s would enormously inoreaa© with sterl ing fa l l ing
below 70 ><r«mah francs, i«o . th« ^jld prioe r is ing atove 160/»> i t seo^is unlikely
thut a ,̂ >ld t>rioe of over ISO should be established before franoe »?ouid oon» off .

p t> the probability of th i s latter event, i t m e t be Borne in mind
that Flandin has stated his i l l to maintain the £old standard in very firm terias.
ior rmiBt i t be for^t teu that the general fear wl.ioh hoi s rtoice Li I t s ^rip as a
result of the interactional po l i t i ca l eveata, especial ly the rearaastent of Oormsuiy,
produces a psychological position ^tiere a change in the currency standard would hare
quite different and very serious effects internally, both from an economic and from
a pol i t i ca l >olnt of Tiew. On the other BJUMJ, srance i s in a very t^od tecinioal
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.. •>. ood (uo itiauad 2 ) ,

financial position. Therefor* it is very probable tiiat wo shall have to see a
further corrosion of the i reach letermiruitioa to sa&intuin the t,old standard a tout
priac, by the way of a oontlauation of deflation and depression in Kranoe.

ihere oau be little doubt t»hut, with the international risks inereasing
and with the uncertainty about the pound made more acute, such deflation and de-
pression wiXX in fuot ocour in

rsventoally, therefore, we may anticipate an abandonment of the present
geld purities by a l l the ^old countries. It would be uawise, however, to pat very
much faith on th is happening, at a re lat ive ly earXy date, however, the differenoes
between the relat ive streacth of the $>Xd oountries are gr<*&t indeed, and i t i s snore
probable that the abandonment of the parit ies wiXX happen individually rather than
by eonoerted action. According to our informatioas, the rTenoh and other govern*
zaents have froa» time to time considered the poasibi i i ty of isolat ing the gold bXoc
oountries from tho. e w ich have already abandoned the gold standard, that would
have aXXowed a read just meat of the external value of tho t-pld ourreaoios according
to their balance of payraejnts, without a formal abandorinumt of gold. Lately, however,
these plans sê srn to have receded into the

ere there any poss ib i l i ty of convoking a world economic and monetary con-
ference to oomo to sota@ agreement about s tabi l i sat ion of currencies as part of a
general agreement on t a r i f f s , other restr ict ions of trad©, aad currency and public
works policy, I could iosaglru) that some progress could be achieved in the direction
of the restoration of something akin to pre-erash ^>rosp«rity.

there i s no auch poss ib i l i ty . Under these circumstances one wi l l
to expect from the renewed uncertainty in the exohan^e rtiarkets an intensif loa-

the protective measures (already we have an increase of our tar i f f schedule
on s tee l )*

Contrary to your l e t t e r , I should have thought that the sequence of events
would be: a maintenance of the gold price in London around 160; a break in the gold
•loo; an increase of the Loadon prioe of gald up t o , esay, 170, according to the ax-
tent of the depreciation of the forawr £ol<* countries; a further devaluation in
Aatrica; and yet another struggle on the part of the European cowers to steal a
march on Amorloa.

The troubles wi l l have the offoot of iuareasia£ the wish within each country
to isolate i t s e l f from the rest of the world; at the s&ma time the r&oe in armaments
wi l l force the governments to spend freely• I e&n see very l i t t l e poss ib i l i ty - at
least as far as i urop© i s ooocerned - of a reversal of the trend of economic national-
ism and more and more stringent regulation of business by î rtrerniBents • 1 should
definitely regard a restoration oi' s t ab i l i t y of currauoies In terns of oach other,
without u similar a^eeraeat on the othor points , as is^oeelblo and inopportune. I do
not think that, without having f l e x i b i l i t y recreated in economics, we can stand the
strain emanating froa fixed parit ies; ar»d ao matter how we aay fee l about i t # 1 have
ao doubt that that i s too couch to hope for •

I had hoped to ocas to America t h i s year! but the uncertainties and d i f f i -
oult ies on this side are SAoh as to v i t i a t e any such hopes. I hop©, however, that
i t wi l l not be long before we seo you over here*

Very truly yours,
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