
BOARD DF GOVERNORS 

FEDERAL RESERVE SYSTEM 

Office Correspondence Date J ^ n, igg 
To Chairman Martin Subject: Material re price of gold and 

From Mr» Shay ̂  re silver coinage and currency  

' It is understood that during Secretary Humphrey^ recent 
appearance before the IJjrxd Ccwnmittee, questions were raised concern
ing the authority of the Secretary of the Treasury to change the 
price of gold and concerning silver coinage and currency. 

Attached are memoranda on each of these tuo points* You 
will note that a Treasury Department press statement is also attached 
concerning the price of gold* 
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AUTHORITY TO CHANGE THE PRICE OF GOLD 

The President was authorized to change the weight of the 
gold dollar by section k3 of the so-called Thomas Amendment of 
May 12* 1933$ *s amended by section 12 of the Gold Reserve Act of 
193^u The fixed gold price of #35 per fine troy ounce was estab
lished under that authority by Presidential Proclamation of Jan
uary 31, 193lu That authority of the President, however, was in 
effect only for a tempory period and terminated on June 30, 191*3* 

Sections 8 and 9 of the Gold Reserve Act of 193k contain 
authority under which the Secretary of the Treasury may purchase 
and sell gold at heme or abroad "at such rates and upon such terms 
and conditions as he may deem most advantageous to the public 
interest•* In addition, the Secretaiy is authorized by section 10 
of the Gold Reserve Act, with the approval of the President, nto 
deal in gold11 for the account of the exchange stabilization fund 
established by that section* These powers of the Secretaiy, how
ever, are effectively limited by provisions of the Bretton Woods 
Agreements Act of 191*5 and the Articles of Agreement of the Inter
national Monetary Fund* 

The Articles of Agreement of the Fund, which the United 
States has accepted under the Bretton Woods Agreements Act, provide 
that no member of the Pond shall buy gold at more, or sell gold at 
less, than par value, plus or minus a margin or charge which the 
Fund is authorized to prescribe and which has been set at I/I4. of 
1 per cent* Thus, the United States, as a member country, may not 
purchase gold at a price greater, or sell gold at a price less, 
than par value in relation to the dollar* plus or minus the pre
scribed margin* Moreover, the par value of the dollar cannot be 
changed without the consent of Congress, since section $ of the 
Bretton Woods Agreements Act provides that "neither the President 
nor ary person or agency shall on behalf of the United States * * * 
propose or agree to any change in the par value of the United States 
dollar" unless such action is authorized by Congress* 

Under section ll*(a) of the Federal Reserve Act, the Fed
eral Reserve Banks are authorized ttto deal in gold11 at home or 
abroad* However, this authority must also be read in connection 
with the provisions of the Articles of Agreement of the International 
Monetary Fond and the Bretton Woods Agreements Act mentioned above, 
as well as the provisions of the Gold Reserve Act of 193lu 

A further discussion of the authority of the Secretaiy of 
the Treasury to deal in gold is contained in his answer of Febru
ary 12, 19^2, to question D-12 of the questionnaire submitted to 
him by the (Patman) Subcommittee on General Credit Control and Debt 
Management of the Joint Committee on the Economic Report* The 
matter is discussed also in a memorandum to the press issued by 
the Secretary of the Treasury on October 5, 191*9, a copy of which 
is attached* 

Attachment 

July 9, 1957 Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



TREASURY DEPARTMENT 

Washington 

MEMORANDUM FOR THE PRESS 

The following statement was issued in response to inquiries at 
Secretary Snyder1s press conference of Wednesday, October 5, 1949, con
cerning tho legal authority to change the gold content of the dollar and 
tho Treasury1s price for gold. The Socrctary again stated that he had 
no intention of proposing a change in the dollar price of gold. Ho re
iterated what he had said ori many occasions that he docs not perceive 
any considerations which would justify such an action. 

(a) The gold content of tho dollar 

Only an Act of Congress can now alter tho statutory 
gold content of tho dollar. 

Tho gold content of tho dollar, and hence the statutory 
monetary value of gold in terms of the United States dollar, was 
defined by tho Presidential Proclamation of January 31, 1934, 
issued under authority of Title III, Section 43, of the Act 
approved May 12, 1933, as amended. The weight of the gold dollar 
was fixed by this Proclamation at 15-5/21 grains of gold 9/lOths 
fine, that is, 1/35 of a troy ounce of pure gold (technically re
ferred to as gold 1000 parts fine)* The monetary or statutory 
value of gold in the Uhited States is therefore $35 per fine troy 
ounce. After several extensions the authority of the President 
by proclamation further to change tho gold content of the dollar 
expired on June 30, 1943. 

(b) Tho price of gold 

The Secretary of tho Treasury has authority under 
Soctions 8 and 9 of the Gold Reserve Act of 1934, as amended, 
with tho approval of the President, to purchase and sell gold 
at such rates and upon such terms and conditions as ho may dean 
most advantageous to the public interest. 

The authority of the Secretary of the Treasury in this 
respect, however, is limited by a number of factors. First is 
the obligation undertaken by tho United States as a member of 
tho International Monetary Fund* Article IV, Section 2 of the 
Articles of Agreement of the International Monetary Fund pro
vides : 

"The Fund shall prescribe a margin above and below par 
valuo for transactions in gold by members, and no mem
ber shall buy gold at a price above par value fclus tho 
prescribed margin or sell gold at a price bolow par 
valuo minus the prescribed margin.11 
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The Fund has prescribed a margin of 1/4 of 1$ above and 
below the par valuo for purchases and sales of gold* Accordingly, 
the United States has an obligation to the International Monetary 
Fund not to purchase gold at more or soil gold at less, than ̂ 35 
plus or minus the prescribed margin so long as tho par value of 
tho dollar declared to the Fund remains unchanged* The par value 
of the dollar can be changed only pursuant to the provisions of 
the Articles of Agreement and tho Brotton Woods Agreements Act, 
which requires tho approval of Congress for any such change* 
Section 5 of that Act providos that neither the President nor 
any person or agency shall propose to tho International Monetary 
Fund any change in the par value of the United States dollar or 
approve any general change in par values unless Congress by law 
authorizes such action* 

Even without the legal obligation to the International 
Monetary Fund there are important considerations of policy which, 
in offect, circumscribe tho discretion of tho Secrotary of the 
Treasury to change tho price of gold* The gold policy of the 
United States has been dirooted primarily to maintaining a stable 
relation between gold and tho dollar* 

Since 1934 the United Statos has firmly adhered to tho re
quirements of an international gold bullion standard* Wo havo 
done so by buying and selling gold froely at a fixed price, ̂ 35 
an ounce, in transactions with foreign governments and central 
banks for all legitimate monetary purposes* 

Tho importance which tho United States attributes to the 
maintenance of a stable dollar price for gold is demonstrated 
by other legislative provisions* The gold parity statutes con
tained in tho Gold Standard Act of 1900 and the Act of May 12, 
1933, provido that the gold dollar "shall bo tho standard unit 
of value and all forms of money issued or coined by tho United 
States shall be maintained at a parity with this standard and 
it shall be the duty of the Secretary of the Treasury to main
tain such parity." 

-o0o~ 
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SILVER COINAGE AND CURRENCY 

Under the Acts of July 6, 1939> and July 31, 191*6, the 
United States mints are required to receive domestically mined sil
ver tendered by the owner within 1 year after the month in which 
the ore was mined* Since July 1, 19i*6, the law has specified that 
30 per cent of the monetary value of axy such silver shall be re
tained by the mints as seigniorage (i«e*, the difference between 
the monetary value and the amount paid to the owner) for the ser
vices performed by the Government relative to the silver* Since 
the monetary value of silver is fixed under law at $1*2929/ per 
fine troy ounce, the net return to the person delivering the silver 
to the mint amounts to 90*5 cents per fine troy ounce* 

The Treasury is required by law (the Silver Purchase Act 
of 193k and the two Acts referred to above) to monetize silver to 
the extent necessary to pay the person offering it to the Govern>-
ment* Thus, an ounce of silver purchased for 90*5 cents has a 
monetized value of #1*2929/ when coined into standard silver dollars? 
and the Treasury apparently may issue silver certificates against 
aqy standard silver dollars or other silver held by the Treasury 
against which silver certificates are not already outstanding* 
And, when silver certificates are received in the Treasury on any 
account (except for redemption in standard silver dollars) they may 
be reissued* The 30 per cent deducted as seigniorage is required 
to be retained as bullion, coined into silver dollars or used as 
other silver belonging to the Treasury? and it is understood that 
a principal use has been for subsidiary coinage* 

It is understood that the 90*5 cents price for domestic 
silver generally has been higher than the open-market price, so that 
substantially all domestic silver production has been directed to 
the Treasury*. 

It may be noted that the Silver Purchase Act of 193k de
clared it to be the policy of the United States that the proportion 
of silver to gold in the Governments monetary stocks should be in
creased with the ultimate objective of having and maintaining one-
fourth of the monetary value of such stock in silver* In further
ance of this policy and objective, the Treasury was authorized^ if 
deemed to be in the public interest, to purchase both domestic and 
foreign silver* Apparently, the ultimate objective of the 193h Act 
has never been attained* 

As to domestic purchases, the situation as modified by the 
1939 and 191*6 Acts, has been discussed above* 

As to any purchases of foreign silver, the price which the 
Treasury may pay seems to be limited only by the monetary value 
($1*2929/) S and, apparently such purchases would have to be monetized 
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through issuance of silver certificates in an amount not less than 
the cost of the foreign silver purchased* However, foreign silver 
seems not to have been obtainable with aay frequency on terms con
sidered advantageous to the public interest. 

Further discussions of these matters are contained in the 
answers of February 12, 19f>2, of the Secretary of the Treasury to 
questions D-12 and D-13 of the questionnaire submitted to him by 
the (Patman) Subcommittee on General Credit Control and Debt Manage
ment of the Joint Committee on the Economic Report, and in the 
testimony of Treasury Department representatives at the hearings 
of the (Douglas) Subcommittee of the Senate Committee on Banking 
and Currency in July 195f> onSt 11*27, which would have repealed 
the Acts discussed above• 
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