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D e a r  M r .  P r e s i d e n t :

T h e  i n t e r n a t i o n a l  m o n e t a r y  c r i s i s  i s  n o t  o v e r .  I t  i s  t h e r e f o r e  

h i g h l y  i m p o r t a n t  t o  p l a n  a h e a d .

I f  t h i n g s  c o m e  t o  t h e  p a s s  o f  a  U .  S .  s u s p e n s i o n  o f  g o l d  s a l e s  
a n d  p u r c h a s e s ,  w e  s h o u l d  d o  a l l  w e  c a n - - b o t h  s u b s t a n t i v e l y  
a n d  c o s m e t i c a l l y - - t o  m a k e  i t  a p p e a r  t h a t  o t h e r  g o v e r n m e n t s  
h a v e  f o r c e d  t h e  a c t i o n  o n  u s .  W e  w a n t  t o  p o r t r a y  s u s p e n s i o n  
a s  a  l a s t  r e s o r t  a n d  t o  p r e s e n t  a  p u b l i c  i m a g e  o f  a  c o o l - h e a d e d  
g o v e r n m e n t  r e s p o n d i n g  t o  i l l - c o n c e i v e d ,  b e l f - d e f e a t i n g  a c t i o n s  
o f  o t h e r s .

T h e  o p p o s i t e  t a c k — i n i t i a t i n g  s u s p e n s i o n  w i t h o u t  b e i n g  f o r c e d  
t o  i t  b y  t h e  a c t i o n s  o f  o t h e r s - - w o u l d  p r o b a b l y  l e a v e  u s  i n  a  
m u c h  w e a k e r  b a r g a i n i n g  p o s i t i o n  f o r  p o s t - s u s p e n s i o n  n e g o t i 
a t i o n s .  M a n y  f o r e i g n  g o v e r n m e n t s  w o u l d  c l a i m  t h a t  t h e  U . S .  
G o v e r n m e n t  h a d  b e e n  e a g e r  t o  t h r o w  d o w n  t h e  g a u n t l e t ,  a n d  
h a d  d o n e  s o  w i t h  i n s u f f i c i e n t  e x c u s e .  In  t h e  p u b l i c  e y e ,  b o t h  
h e r e  a n d  a b r o a d ,  a  l a r g e  p a r t  o f  t h e  o n u s  f o r  t h e  e n s u i n g  p e r i o d  
o f  c r i s i s  w o u l d  p r o b a b l y  f a l l  o n  u s .  I n  s u c h  a  h o s t i l e  e n v i r o n 
m e n t ,  i t  m i g h t  b e  s i g n i f i c a n t l y  l e s s  l i k e l y  t h a t  w e  c o u l d  n e g o t i a t e  
l i m i t e d  e x c h a n g e - r a t e  f l e x i b i l i t y ,  a  m o r e  e q u i t a b l e  s h a r i n g  o f  
a i d  a n d  d e f e n s e  b u r d e n s ,  a n d  o t h e r  i m p o r t a n t  TJ. S .  o b j e c t i v e s .

I t  i s  t h e r e f o r e  d e s i r a b l e  t o  p a y  o u t  g o l d  a n d  o t h e r  r e s e r v e s  i n  
s u b s t a n t i a l  a m o u n t s - - p e r h a p s  t w o  b i l l i o n  d o l l a r s - - b e f o r e  a  
s u s p e n s i o n .  I n  a n y  a n n o u n c e m e n t  o f  s u s p e n s i o n ,  m o r e o v e r ,  

e x t e n s i v e  a l b e i t  l o w - k e y e d  p u b l i c i t y  s h o u l d  b e  g i v e n  t o  t h e  
a c t i o n s  o f  t h o s e  c o u n t r i e s  p u r c h a s i n g  g o l d  i n  t h e  w e e k s  p r i o r  

t o  s u s p e n s i o n .  T h e r e  i s  l i t t l e  r e a s o n  f o r  b e l i e v i n g  t h a t  t h e  
U n i t e d  S t a t e s  w o u l d  b e  s i g n i f i c a n t l y  b e t t e r  o f f  a f t e r  s u s p e n s i o n  
w i t h ,  s a y ,  $ 10- 1 /2  b i l l i o n  o f  g o l d  r a t h e r  t h a n  w i t h ,  s a y ,  $ 8 1 1 / 2  
o r  $ 9  b i l l i o n .  T h e  b a l a n c e  o f  a d v a n t a g e s ,  t h e r e f o r e ,  i s  v e r y  

s t r o n g l y  i n  f a v o r  o f  p a y i n g  o u r  r e s e r v e s  f o r  a n  i n t e r i m  p e r i o d

declassified
E.o. 12356, Sec. 3.4.

- n . , * 7 5 ‘ f r W t h U i A  q / n f t f rDigitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis



- 2 -

actio n s of th ose co u n trie s  p u rch asing gold in the w eeks p rio r  
to  su sp en sion . T h e re  is  little  re a s o n  fo r believing th at the  
United S ta tes would be sign ifican tly  b e tte r  off a f te r  suspension  
w ith, sa y , $ 1 0 * 1 /2  billion of gold r a th e r  than w ith, say , $ 8 - 1 /2  
o r $9  b illion . The b alan ce  of ad v an tag es, th e re fo re , is  v e ry  
stro n g ly  in fav o r of paying r e s e r v e s  fo r  an in te rim  period  
b efo re  closin g  th e gold window.

One of our m ain  p o st*  suspension b argain in g  chips (i. e . , a 
co n ce ssio n  to give to  o th er g o vern m en ts) would be an a g re e *  
m en t to  r e s to r e  d o llar co n v ertib ility  (into gold and SDRs) 
a s  p a r t  of a  p ack age reso lu tio n  of the c r i s i s .  If anything, 
th is b argain in g  chip would have a  h ig h er v alu e if we w ait 
to  suspend until i t  se e m s to  be fo rc e d  on us by th e actio n s  
of o th e rs .

S in ce re ly  y o u rs .

A rth u r F .  B u rn s

The H onorable R ich a rd  Nixon  
The es'kfe&fc-of the United S ta tes  
The W hite House 
W ashington, D. C .

Copy to : S e c r e ta r y  Connally

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




