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STATEMENT FOB THE PHESS 

For immediate release. January 16, 1934, 

Mr. E. R. Black, Governor of the Federal Reserve Board, today 

issued the following statement! 

For the past several weeks there have "been conferences "between 

the President, the Secretary of the Treasury and representatives of the 

Reserve System upon two questions: first, the allocation of the increase 

in value of the Reserve System's gold consequent upon devaluation, and 

second, the transfer of the title to the Reserve System's gold to the 

Government prior to devaluation. We have felt that these two questions 

were not interdependent. 

As to the first question, the Reserve Board, after advising 

with the Governors of the. Reserve Banks, has felt that the Reserve Banks 

should not be the beneficiaries of the enhanced value placed upon their 

gold holdings by a purely monetary policy of the Government, but on the 

contrary that such enhanced value arising solely through such monetary 

policy of the Government should enure to the Government. This feeling 

has been based upon the conviction that such enhanced value will result 

solely from a governmental policy and not from any action or effort on 

the part of the Reserve Banks. This position has been expressed to the 

President. 

The second question embracing the matter of title to the gold 

of the Reserve Banks has similarly been discussed with the President and 

the Secretary of the Treasury by representatives of the Reserve System. T1 
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System has felt and has urged that this question was of such large import 

as to demand its determination by Congressional legislation. 

In line with this position, on December 29th I wrote the Presi-

dent regarding these two questions and in the course of that letter set 

forth the following reasons for Congressional action: 

"First: It relieves what is to me a serious difficulty 
presented to the Secretary in the question of his right to requisition 
gold of the Reserve System under the statute authorizing requisition 
of gold in protection of the currency system of the country. 

Second: It presents the opportunity to Congress of granting 
by Congressional action protection to the Reserve System in event of 
future revaluation upward of the dollar. 

Third: It gives to Congress the right to allocate the profit 
upon gold in the event of devaluation. 

Fourth: It leaves to Congress the full question of legisla-
tion relative to the Reserve System and its currency, both creations of 
Congress. 

Fifth: It will obviate all chances of criticism upon the Re-
serve System and upon the Administration in respect to the problem involved, 
and all uneasiness and unrest as to Reserve Banks and their credit and 
currency functions. 

May I earnestly urge that this Congressional course is the 
straight, simple, legal course to all the ends desired. 

In conclusion, Mr. President, may I assure you that this sugges-
tion is not written in the selfish interest of the Reserve Banks, but in 
the interest of your Administration and of the country, as an evidence of 
which I desire to repeat that the question of profit on our gold is not 
involved, as I have heard no other suggestion from any member of our Board, 
or any Reserve Bank than that any profit arising from a monetary policy of 
the Government should go to the Government. <» 

Following this letter the President decided that the question 

of the transfer of the title to the System's gold should be referred to 

Congress for determination. I understand that the proposed bill is for 

this purpose. 
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The present security of reserve note issues comprises eligible 

paper, governments, gold and gold certificates. The proposed till names 

the same security for note issues except that the gold proposed to he 

taken fran the Reserve Banks "by the Treasury is to he replaced by gold 

certificates issued by the Treasury and redeemable in gold by the Treasury 

at such times and in such amounts as, in the judgment of the Secretary of 

the Treasury, are necessary to maintain the equal purchasing power of every 

kind of currency of the United States. The security for the gold certifi-

cates is maintained by the Treasury in gold bullion. 

Federal Reserve notes under the new bill, as under the old law, 

arc the obligations both of the Reserve Bank issuing them and of the 

United States. 
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