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Dear Me, President:
The Treesury has, ss you requested, been stuldying for soee time the
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usee of silver in our moretary system. Informml couferences hove alsc

boen beld with sther depertmernts in your fdsinistraticn, with the Federcl
Eeserve, and with lesding representetives of Hoth silver producing end
consuming inierests. It nov seems sppropriete to recomaend seversl chenges
ia cur silver procediures, largely becmuse of the chenge thet has taken place
in the world position of ellver,

The irdustricl uses of silver have beer expeniing grestly and the in-
duatrisl comuption of silver is steedily incressing; 1t comtioues to be
used extansively in the erts; it is meeded in our ccinege. All together,
the industrial, srtistic end coinage uses of silver are owrremtly conmuming
scre thes 150 million cunces of silver per yesr in the United Ztates. The

This gop, and it ia @ one, hes for some time bdeen filled by
sales from the stocks of “free allver” held by the United States Yresswry.
Theee stocks vere scoumilated in earlier yesrs vhen totel desnnd was such
lower

peak in April, 1959, st 222 aiilion ounces. sxm that time, prcheses
bove steadily decressed and sales have incressed end the Tresswry's stock
of free silver has declined. Ny the end of 1959 it vas 1Th million cwnces;
by the end of 1960 1t had fellen to 123 millicn sumcess as of today, follcw-
ing wnsually Tapid sules in recent weels, it has fallsn to sbowt 22 million

fioe cunces.
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Roughly one gquarter of the total iz held sgailnst $5-and {10 ellver eartifi-
cates, sithough sxisting legislation slso permits iseusace of §5 and $10
notss by the Federal Eeserve, snd tlwmae latter notes represant well over
S0 _parcent of the cutstapding ewrrency of these dencainatioms. The other
three quarters of the silver bullliom reserve is wsed to swport §1 end 312
silver certificates; under existing lew, only ailver certificates are su~
thorised for cuwrrency of these denominstions.

Ia viev of the lerge el groving eggregste demand for silver, it dosa

we now begin an sctusl, though gredual, withdraval of silver bullion
the currency reserves, peraitting substitution of Federal Reserve

in the marimts for the pwrchase and sale of silver, sad to permit treding
in silver as & primary comsodity. Heamwhils, the Tressury's remaining
stocks of free silver should be oonsarved for possible wee in esmtriduting
t0 orderly serist conditions peniing enactasnt of the necessery lsgislatiom.

If you should dssire to laplowent this general policy, the first step
vould be a Presidentisl directive to the Secretary of tiw Tresswry to

v//susa-nd further sslas from the Yemsining stock of free silwer. Uses of

L amcumt of $S and $10 silver cartificates t¢ relesss the eilver reguired

for this purpose. These retired cartificetes would bes repiaced by Federel

2 1959. m Jm 2}111%)4 j-
-Since the existing tsx on trsnsfers of imtarest 1o eilver bullion is neces~
sary oaly to swpport this legislation, it would also de dssiveble to propose

cates s tharely freaing the supplies of silwer thet vill be needed to

cover futire coinage requirements.
Fsithfully yours,

(Sixneq) Douglas Dillan

The Presid Douglas Dillon

The White House
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