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Dear Mr. Chairman:

We understand that an amendment may be offered

to H.R. 14743 which would provide that no gold of
the United States may be transferred to (a) any
nation which permits private citizens or nationals
thereof to deal in gold bullion in any manner or
(b) any nation which permits any gold held by it

to be transferred directly or indirectly to nations

described under (a).

We should like to state in the strongest
possible terms that legislative provisions of this
sort could do irreparable damage to the dollar and
to the international monetary system as a whole.

A cornerstone of that system is the United States
pledge to convert dollars freely into gold at $35
per ounce for foreign central banks and monetary
authorities. Any limitation on that pledge, even
if applied to only one country, would call the
basic validity of the pledge itself into question.
It would make other countries nervous since they
would feel that they might also be limited at some
future time. The result of such uncertainties
would very likely be a major loss of trust in the
dollar and an increase in gold conversions by
these countries.

We should also like to point out that an
amendment of the type cited would in effect amount
to a virtual embargo on United States gold sales.
Most foreign nations at the present time do permit
their individual citizens to deal in gold bullion

in some manner, at least for industrial and artistic

purposes. Indeed, even if a country had precisely
the same internal regulations governing gold use

as those which are in effect in the United States,
it would apparently be ineligible to receive U. S.
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gold under the amendment. Thus, the effect of the
amendment would be precisely the opposite from the
one which the legislation for the removal of the
gold cover is designed to achieve: namely, to
convince the world that our gold stock stands fully
behind our gold pledge.

Inclusion in the gold cover legislation of the
kind- of amendment cited above would seriously
compromise the status of the dollar and of the
international monetary system as a whole. We urge,
therefore, that you do everything in your power to
prevent the inclusion of the amendments cited in
the gold cover legislation.

Sincerely yours,

. R .
(_-!‘" . [, ot . !
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Wm. McC. Martin, Jr. ¢ .

<~

The Honorable

Wright Patman

Chairman, Committee on Banking
and Currency

House of Representatives

Washington, D. C. 20515
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Pear Mr, Chalrsoan:

It bas been cuzsested that HoR. 14743 be emended to include
proviclon for the esiablishment of & so-cnlled strabesie gold
reserve. Ve believe sueh an anmcndment wonld heve extrenmely serious

repercussions on the dollar end on our gbld stoclie

The prineinal purpoce of reuoving the gold cover requirement
is To ccavince the world that the Americazn gold stock stonds fully
behind our pledze to convert dollars into gold at $35 per ounce for
central banl:s and nonetary enthorities. Tals pledse is one of the
keystones of the internatilonal ronecvary systen end has been glven
to the world by Prasidenis Eissnhouer, Honnzdy, and Joimeson.
Without it, foreisn ecatral baniks end monetary suthorities would be
relnghont to bold dellaws in thelr officisl reserves, vhaich now
stand at & level of around &15 billion.

Any linitotion to that pledze would be danzerous. By esrmariing
& speclfic smount of ovr ~01ld roocry, w2 WHWLd be Veiliag the world
that only the balenes was avallsble to stand behind our pledge. In
such case, and deponding upon the nature and emount of the earmerking,
i$ would te highly likely that a muiber of forelpn centrsl tonks
holding dollars would becounz nervous and nicht rush in to coavertd
thelr holdinzgs into golde Thus, inctead of saving gold, these pro-
posals could well lead 9 gold locc@s. These losces weolen the
liquidity vosition of the United Siates as the world tanler, & position
fundanental to the present international monetery system. Moreover,
the conversion ¢ dollaxr reserves held by the cenitral tanks of other
counbries Into gold dininiches the sunply of the world's reserves and
underrines international ligquidity oa viich the growia of trade end
devaleonzzad. depeiise

Fuarthernore, a stratesic reserve 1s unnecessary as far &s key
industrinl use in terms of national emersencies is concarned, Our
domestio production presently covers not only the stratesic nesds of
defense end space industries but all of our true industrisl needs,
that is, 21l uses except in jewelry, artistry, and dentistry. Taus,

4n the remote event of & severe crisis, such as proponents of the
- gmendzeat eavisage, we can channel cur aanual productien into the

vital meeds and story supplying nonessentlal necds.
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A strategic reserve of gold is also wirecessary froa the view-
point of owr ability to purchoce esscntlal cammodities {ron abroad
in the event of a national disaster. In our view, the nature of

wvarfare toduy maltes 11 seen hishly doubtful that a gold reserve would ,\- Sp
be useful to tha United States in a dire emergoney. The cuxomple hos @

been given thot, 1f a bacterlological attack destroyed the U. S. food Q Pcr -
supply, we wowld need gold to buy food from dbroad. This is a highly —F.:;E\MZ
remote and speculative contingeney, and it ralses such questions as

to vhat country would hove encvzh food to sunply the United States; Steacr'o

wvould there be sufficient undeatroyed transportztion availabvle to

move the food to the Uaited States; and, finally, how much food could

be purchased with a gold reserve, considering that over 200 million

Americans spend (96 billion for food cach year. '
a—’—/_&:_‘\_\_

Our own great productive capacity assures that we could always
generate enouzh exports to cover owr vital lmport neaeds. Ieyond
that, however, it has been made amply clear that, while we do wich
fully to have owr pold stoek in a position to suoport the interw
national role of the dollar throush removal of the gold cover
requirement, this by no meang siznifles that we expect ocur situation
to deteriorate to the point vhere we would, in fact, lose all of our
gold. Indeced, the whole purpose of the Zalance of Payments Progrenm
armounced by the President on lisw Year's Day is to arxrest thia droin.

Considering the vossible haormful effects which a strategic geld
reserve requirement cowld have in the present circwmstance, it ssens
quite wnwrise 1o set aside part of our fold to neet 2 hizhly remote
contingency for which gold would be relatively useless,

The way to conserve our gold is not by frightening the world
with a linltation on the amount of gold behind our dollar, but by
meeting the fwndamental cause of owr gold losses -« our balance of
payuents deficit. This must be done by carrying throuzh the Presicdent's
New Yenr's Day progran. '

Sincerely yowrs,

. /s/ Henry H. Fowler
Henry H. Fouler

/s/ William McChesney Martin, Jr.
Willienm MeChesney Martin, Jr.

The Honorable

Chalrman, Bonidng and
Currensy Commlttea

House of Representatives

Washington, D, €. 20515
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