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The a t t a c h e d a r t i c l e has "been 

prepared, i n re sponse to a r e q u e s t "by the 

A s s o c i a t e d P r e s s f o r a s ta tement concern* 

i n g the s i g n i f i c a n c e o f the r e s t o r a t i o n 

o f t h e g o l d s t a n d a r d i n Great B r i t a i n . 

I unders tand the A s s o c i a t e d 

P r e s s w i l l u s e i t f o r p u b l i c a t i o n i n 

morning papers of May 2 4 t h . 

A. C. K i l l e r 

May 23 , 1925 . 
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RESTORATION OF BRITISH GOLD STANDARD: WHAT IT MEMS. 
(A. C. M i l l e r , Federa l Reserve Board . ) 

S t e r l i n g exchange i s a t g o l d parJ What does t h i s mean? 

In a mere ly t e c h n i c a l s e n s e i t means t h a t the E n g l i s h paper pound 

has a v a l u e i n t h e exchange markets of the wor ld e q u i v a l e n t to t h e 

E n g l i s h s o v e r e i g n . In terms of American g o l d currency t h i s means 

t h a t i t i s worth $ 4 , 8 6 6 . In o t h e r words, the E n g l i s h pound now 

and h e n c e f o r t h has a d e f i n i t e g o l d v a l u e "by reason of i t s i n t e r -

c h a n g e a b i l i t y a t the Bank of England w i t h the g o l d s o v e r e i g n . But 

the a t t a i n m e n t of p a r by the E n g l i s h pound has much more than a 

t e c h n i c a l s i g n i f i c a n c e * I t i s i n i t s e l f one of the most important 

s t e p s a c h i e v e d s i n c e t h e A r m i s t i c e toward wor ld economic r e s t o r a t i o n . 

More even than t h a t , i t i s an i l l u m i n a t i n g and g r a t i f y i n g s i g n o f 

how f a r toward c o m p l e t i o n t h e whole p r o c e s s of p o s t - w a r readjus tment 

has run i t s c o u r s e . 

Ever s i n c e the A r m i s t i c e a g r i c u l t u r e , t rade and i n d u s t r y 

the whole w o r l d over - i n t h e U n i t e d S t a t e s a s w e l l a s e l s e w h e r e , 

i n one degree or a n o t h e r have been s t r u g g l i n g a g a i n s t the handicap 

o f currency d i s o r g a n i z a t i o n and exchange derangement. "Back t o 

normal" h a s been a l o n g i n g o f the d i s t r a u g h t mind of the p e o p l e s of 

Europe, and to them the r e s t o r a t i o n of t h e i r currency to a g o l d 

b a s i s has become t h e symbol and the g o a l o f "normal". How to g e t 

t h e i r a f f a i r s s e c u r e l y back on a g o l d b a s i s h a s n o t , however , been 

c l e a r t o a l l o f them. Such h a s been the mental c o n f u s i o n and moral 

d e v a s t a t i o n produced by the warJ Time h a s , however, made i t c l e a r 

t h a t t h e r e are no s h o r t and e a s y c u t s . H i s t o r y has r e p e a t e d i t s e l f 
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a g a i n i n t h i s i n s t a n c e . Mere man-made laws may sometimes be 

s u c c e s s f u l l y i n t e r f e r e d w i t h , "but economic law i s a s i n e x o r a b l e 

a s f a t e and e x a c t s i t s s t r i c t f u l f i l l m e n t . Germany l e a r n e d t h i s 

when, a f t e r a debauch of h e r p r i n t i n g p r e s s currency to a degree 

u n p a r a l l e l l e d i n t h e h i s t o r y of g r e a t t r a d i n g n a t i o n s , h e r curren-

cy became l i t e r a l l y w o r t h l e s s and she d e c i d e d by a s t r o k e of t h e 

pen to wipe i t a l l out a t whatever s a c r i f i c e and make a f r e s h s t a r t . 

Under t h e Dawes P l a n and w i t h t h e a s s i s t a n c e o f American g o l d t h e 

g o l d s tandard h a s been r e s t o r e d i n Germany. And w i t h i t s r e s t o r a -

t i o n Germany i s g o i n g forward w i t h f i r m and s t e a d y s t e p s t o economic 

r e c o v e r y and f i n a n c i a l s o l v e n c y . 

For s i x y e a r s England has been working to p u t h e r s e l f on 

a g o l d b a s i s • From a low o f $ 3 . 1 9 the pound h a s now r i s e n t o a par 

o f $ 4 , 8 6 6 . Th i s h a s been a c c o m p l i s h e d not by d e v a l u i n g or w i p i n g out 

her currency n o t e s but by s t e a d i l y b u i l d i n g up the g o l d v a l u e of 

her currency i n t h e markets o f t h e w o r l d . Adhering to banking and 

monetary t r a d i t i o n * A n d never f o r g e t t i n g the l e s s o n s of e x p e r i e n c e , 

England w i t h dogged p e r s i s t e n c e has h e l d t o her c o u r s e and today 

s e e s her reward i n the achievement o f par f o r h e r exchange • 

The importance of t h i s ach ievement , whether i t be l o o k e d 

a t from the p o i n t o f v i e w Z o f the w o r l d ' s i n t e r e s t or o f our n a t i o n a l 

American i n t e r e s t , cannot e a s i l y be e x a g g e r a t e d . The a c t i o n r e -

c e n t l y :^&en by the B r i t i s h Par l iament i n order ing a r e s t o r a t i o n o f 

t h e g o l d s t a n d a r d and the r e e s t a b l i s h m e n t of London a s a f r e e g o l d 
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market was prompt ly f o l l o w e d by s i m i l a r a c t i o n i n t h e s e l f - g o v e r n -

i n g commonwealths o f the B r i t i s h Empire and "by c o u n t r i e s iti Europe 

t h a t were a w a i t i n g Eng land 1 s d e c i s i o n . The r e s u l t i s t h a t t h e r e 

are now o n l y t h r e e of t h e l a r g e r n a t i o n s , to w i t - France , I t a l y 

and R u s s i a , t h a t have s t i l l t o swing i n t o l i n e i n making t h e g o l d 

s tandard p r a c t i c a l l y u n i v e r s a l and r e s t o r i n g i t t o the primary 

p o s i t i o n i t o c c u p i e d "before the war a s an i n t e r n a t i o n a l r e g u l a t o r 

o f money and exchange , 

B e f o r e the war the g o l d s tandard was w e l l - n i g h u n i v e r s a l 

among t h e t r a d i n g n a t i o n s of the world , and London was the most 

important of t h e w o r l d ' s f r e e g o l d markets and f i n a n c i a l c e n t e r s . 

I t s p o s i t i o n was u n i q u e . The pound s t e r l i n g had a t t a i n e d a p o -

s i t i o n o f primacy a s a monetary u n i t o f i n t e r n a t i o n a l a c c o u n t i n g 

and payment» I t i s n o t too much to say t h a t the s u c c e s s f u l main-

tenance and t h e e f f e c t i v e o p e r a t i o n of the g o l d s tandard i n p r e -

war days was l a r g e l y due to the s k i l l and the s u c c e s s wi th which 

London conducted h e r monetary and "banking a f f a i r s i n m a i n t a i n i n g 

a f r e e g o l d market and thus "buttress ing the g o l d s tandard i n o t h e r 

g o l d - u s i n g or g o l d - e x c h a n g e - s t a n d a r d c o u n t r i e s . 

By r e a s o n o f t h e g r e a t changes t h a t have come about i n 

the wor ld o f commerce and f i n a n c e i n t h e pas t t e n y e a r s t h e U n i t e d 

S t a t e s has "become the w o r l d ' s g r e a t e s t g o l d c e n t e r and t h e w o r l d ' s 

l e a d i n g f r e e g o l d market . But e v e n t s have demonstrated p r e t t y 

c o n c l u s i v e l y t h a t the U n i t e d S t a t e s c o u l d never e x p e c t t o g e t the 
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f u l l b e n e f i t s o f the s t e a d y i n g i n f l u e n c e on her a f f a i r s of the 

g o l d s tandard u n t i l i n t e r n a t i o n a l go ld f l o w s resumed a normal 

c o u r s e through the r e e s t a b l i s h m e n t uf London a s the mcst important 

o u t s i d e f r e e g o l d market. 

Thi s p o s i t i o n has now been v i r t u a l l y a t t a i n e d . The g o l d 

s tandard i s now i n e f f e c t in f o u r - f i f t h s or more o f the commercial 

w o r l d . The f a n t a s t i c v a g a r i e s which a c e r t a i n schoo l of e c o n o m i s t s 

on both s i d e s of the A t l a n t i c have embraced i n t h e i r e f f o r t s to 

f i n d a s u b s t i t u t e f o r the g o l d s tandard have g i v e n way b e f o r e t h e 

w o r l d ' s r e s o l u t i o n to t i e i t s f a t e in monetary m a t t e r s i n the f u -

t u r e , a s i n the p a s t , t o something more o b j e c t i v e and l e s s c a p r i c i o u s 

than f a l l i b l e human d i s c r e t i o n . tiowgVer i n t e r e s t i n g the v a r i o u s 

a r t i f i c i a l d e v i c e s , such a s "managed currency , *• ^ r i c e s t a b i l i s a -

t i o n , " e t c . , through c r e d i t m a n i p u l a t i o n might b e a s e n t e r p r i s e s 

i n c e l e s t i a l economics , t h e y o f f e r e d l i t t l e p r a c t i c a l comfor t t o a 

wor ld wearied w i t h s u f f e r i n g s from wobbling exchanges . They brought 

s t o n e s to a wor ld c r y i n g f o r b r e a d . The c l o u d s of u n c e r t a i n t y and 

c o n f u s i o n which have r e s t e d over the w o r l d ' s monetary h o r i z o n f o r 

a decade were n o t to be l i f t e d by such d e v i c e s . 

With the g o l d s tandard i n p r a c t i c a l o p e r a t i o n i n t e r n a t i o n a l 

t r a d e and f i n a n c e can a g a i n be conducted w i t h o u t the u n c e r t a i n t i e s 

and r i s k s a t t e n d i n g f l u c t u a t i n g monetary u n i t s . Few t h i n g s add more 

t o t h e hazards o f t rade or g i v e i t more o f a s p e c u l a t i v e c h a r a c t e r 

t h a n f l u c t u a t i n g exchanges . Exchange derangement d i s c o u r a g e s and 

d i m i n i s h e s t r a d e . The r e e s t a b l i s h m e n t of t h e pound s t e r l i n g a s a 
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dependable monetary u n i t o f i n t e r n a t i o n a l payment may, t h e r e f o r e , 

b a e x p e c t e d t c g i v e a s u b s t a n t i a l b o o s t t o i n t e r n a t i o n a l t r a d e 

from which we i n t h e Uni ted S t a t e s may e x p e c t t o be g r e a t g a i n e r s . 

I n t e r n a t i o n a l t r a d e con now p r o c e e d in a more o r d e r l y and normal 

f a s h i o n and ha,ve l e s s of the s p e c u l a t i v e c h a r a c t e r i t has had i n 

r e c e n t y e a r s . Anything t h a t promotes the t r a d e of the wor ld by 

g i v i n g i t a s a f e and s t a b l e b a s i s in the f o r e i g n exchanges w i l l 

eaaure t o our advantage , f o r ours i s the g r e a t e s t f o r e i g n t r a d e 

of any c o u n t r y . Everyone i n t h e Uni ted S t a t e s , whether engaged 

i n a g r i c u l t u r e , commerce, i n d u s t r y or f i n a n c e , w i l l i n t ime f e e l , 

though he may not be aware o f i t , t h e s t i m u l a t i o n that w i l l come 

w i t h the r e s t o r a t i o n of the w o r l d ' s i n t e r n a t i o n a l machinery of 

exchange- t o t h e f i r m and s e c u r e b a s i s a s sured b y the r e s t o r a t i o n 

o f the g o l d s t a n d a r d . 

I t may a l s o be e x p e c t e d t h a t , w i t h the removal o f the 

dams which have o b s t r u c t e d t h e n a t u r a l f l o w of g o l d from c o u n t r y 

to c o u n t r y , c r e d i t w i l l be l o o s e n e d and a f f o r d s t i m u l a t i o n i n 

h e a l t h f u l and s a f e ways to t rade among the n a t i o n s and i n d u s t r y 

w i t h i n them. 

With s u c h an undoubted and important i n t e r e s t a.t s t a k e 

i n t h e r e s t o r a t i o n of the g o l d s tandard , the U n i t e d S t a t e s c l e a r -

l y has an i n t e r e s t i n promoting anJ a s s i s t i n g i t s r e e s t a b l i s h m e n t . 

And as the l a r g e s t s i n g l e h o l d e r of the w o r l d ' s stock, o f monetary 

g o l d , we i n t h e U n i t e d S t a t e s n o t only have an i n t e r e s t i n t h e 

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



- 6 - x-i+3 

r e s t o r a t i o n of t h e g o l d s tandard b u t a duty t c a s s i s t i n i t s 

r e s t o r a t i o n and maintenance wherever c o n d i t i o n s g i v e d e f i n i t e 

promise of s u c c e s s . I t i s f c r t h i s reason t h a t our F e d e r a l 

R e s e r v e Banks have arranged t c l e t the Bank c f England have 

seme of t h e i r g o l d , should i t be needed by the Bank of B i g l a n d 

i n t h e f i r s t s t a g e s of Eng land ' s resumption of g o l d payments 

and the p r a c t i c e s of a f r e e g o l d market. I t does n o t seem 

l i k e l y a t t h i s t ime t h a t the Bank of England w i l l have much 

or f r e q u e n t o c c a s i o n t o draw on our g e l d s u p p l y , but p a s t e x -

p e r i e n c e shows t h a t d i f f i c u l t i e s may b e encountered i n the e a r l y 

s t a g e s of g o l d resumption and that i t i s , t h e r e f o r e , i n a d v i s a b l e 

n o t to be p r e p a r e d to meet them. The Bank of England and the 

B r i t i s h Government have , t h e r e f o r e , a c t e d w i s e l y i n a r r a n g i n g 

f o r American g o l d c r e d i t s to be drawn upon i n c a s e o f need . 

I t was p a r t i c u l a r l y though®advisable to have an American c r e d i t 

o f i m p r e s s i v e amount f o r the purpose of d i s c o u r a g i n g i n advance 

and b e a t i n g o f f and d e f e a t i n g any s p e c u l a t i v e d r i v e s t h a t might 

be made by o p e r a t o r s anyvtiiere i n t h e world a g a i n s t s t e r l i n g 

exchange> i f such drivefe should be a t tempted . 

By c o o p e r a t i n g w i t h England i n her endeavor to p u t 

the go ld s t a n d a r d i n t o e f f e c t i n her money market t h e U n i t e d 

S t a t e s ha,a a g a i n s u p p l i e d a c o n s t r u c t i v e f a c t o r of the g r e a t e s t 

consequence in h e l p i n g to p l a c e t h e economic and f i n a n c i a l 

a f f a i r s of the world cn a s o l i d and s a f e b a s i s . 

May 2 3 , 1925 . 
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