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Dear Mr. Chairman:
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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 

\A\\„thereof to deal in gold bullion in any manner or 
% JL \ [isCoo>lĉ > (b) any nation which permits any gold held by it

v 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. 
Host 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. Vfe urge, 
therefore, that you do everything in your power to 
prevent the inclusion of the amendments cited in 
the gold cover legislation.

Sincerely yours,

Henry H. Fowler

A  ,V S' $
ff'* '/♦, *--  ’
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Wm. McC. Martin, Jr. t >

The Honorable 
Wright Patman
Chairman, Committee on Banking 

and Currency 
House of Representatives 

Washington, D. C. 20515
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THE SECRETARY OF THE TREASURY 
WASHINGTON

Dear Mr. Chairman:

I t  h&s been suggested th a t H.R. 147^3 be amended.to include  
p ro v is io n  fo r  the establishm ent o f  a so -c a lle d  s tr a te g ic  gold  
reserv e . We b e lie v e  such an caen&aeat vould have extrem ely ser iou s

The p r in c ip a l purpose o f  removing the go ld  cover requirement 
i s  to  convince fe e  vorld  th a t th e  American gold  stock  stands f u l ly  
behind our pledge to  convert d o lla r s  in to  so ld  a t  $35 ounce fo r  
c en tr a l banks and monetary a u th o r it ie s . This p ledge ia  oae o f  th e  
keystones o f  the in tern a tio n a l nonstary system and has been given  
t o  th e vorld  by P resid en ts Eisenhower, Kennedy, and Johnson*
Without i t ,  fo re ig n  cen tra l Than};3 end monetary a u th o r it ie s  vould be 
r c lu c ta n t tct hold, dollars- in  th e ir  o f f i c i a l  r e se rv e s , vh ich  nov 
stand a t  a  l e v e l  o f  around $15 b i l l i o n .

Any lim ita t io n  t o  th a t pledge vould be dangerous. By earmarking 
a s p e c if ic  amount o f  ev.r gt>ia. rcn-irya* v^:t*5Uia.-W v id lin g  th e  vorld  
th a t only  th e  balance vas a v a ila b le  to  stand behind our p led ge. In  
such c a se , end depending upon the nature and snount o f  the earmarking, 
i t  vould be h ig h ly  l ik e ly  th a t a number o f  fo re ig n  cen tra l baaks 
hold ing d o lla r s  w o ld  become nervous and n ig h t rush in  to  convert 
th e ir  hold ings in to  g o ld . Thus, in stead  o f  saving g o ld , th ese  pro­
p o sa ls  could v e i l  lead  to  gold lo sse s*  These lo s s e s  weaken th e  
l iq u id i t y  p o s it io n  o f  the United S ta tes  as the vorld  banker, a p o s it io n  
fundamental to  th e  present in tern a tio n a l monetary sy ste a . Moreover, 
th e  conversion o f  d o lla r  reserves held  by tha cen tra l harks o f  other  
cou n tries  in to  gold" dim inishes th e  supply o f  th e  -world’ s reserves and 
u n d erlin es in tern a tio n a l l iq u id i ty  on vhich the grovth o f  trade and
dte\^lCp£3St.

Furthemor©, a s tr a te g ic  reserve  i s  unnecessary as fa r  a s  key •1 
in d u s tr ia l use in  tern s o f  n a tio n a l emergencies i s  concerned. Our 
dom estic production p resen tly  covers not only the s tr a te g ic  needs o f  
defense end space in d u str ie s  but a l l  o f  our true in d u s tr ia l needs, 
th a t  i s ,  a l l  u s e s e x c e p t  in  Jewelry, a r t is t r y ,  and d e n t is tr y . Thus, 
in  th e rea c ts  event o f  a  se /e r e  c r i s i s ,  such as proponents o f  th e  

•astendseat en v isage, ve can channel our annual production In to  th e  
v i t a l  seed s  and s to ?  supplying n o n essen tia l needs.

rep ercussion s on th e  d o lla r  end on our gold s to ck .
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A s tr a te g ic  reserve o f  gold  i s  a lso  unnecessary frcsa th e  view­
p o in t o f  our a b i l i t y  to  purchase e s s e n t ia l  commodities frori abroad 
in  th e event o f  a n a tio n a l d isa s te r . In our view , tho nature o f  
warfare today ra'ies i t  seen h ig h ly  doubtful th a t a gold  reserve vould  
be tise fu l to  the Uhiteft S ta tes  in  a d ire  emergency* Ehe e'Jaraple- has 
been given  th a t , i f  a b a c te r io lo g ic a l attaclc destroyed the U. S. food  
supply, ve vould need co ld  to  buy food from abroad. This- i s  a h ig h ly  
renote and sp ecu la tiv e  contingency, and i t  r a ise s  such questions as 
to  vhat country vould have enough food to  supply the United S ta tes;  
would th ere be s u f f ic ie n t  un&eatroyed transp orta tion  a v a ila b le  t o  
move the food to  the United S ta tes; and, f in a l ly ,  how ranch food could  
be purchased"with a go ld  reserv e , considering th a t over £00 m illio n  
/taericans spend y9o b i l l i o n  fa r  food each year*

Our ovn great productive cap acity  assures th a t  ve could a lvays  
generate enough exports to  cover our v i t a l  import needs. Beyond 
th a t ,  however, i t  has been made amply c lea r  th a t ,  v h ile  ve do wish  
f u l ly  to  have our gold  stock  in  a p o s it io n  to  support th e  in te r ­
n a tio n a l r o le  o f  the d o lla r  through removal o f  the gold  cover  
requirem ent, t h is  by no Keans s ig n i f ie s  th a t ve expect our s itu a t io n  
to  d e ter io ra te  t o  th e  p o in t vhere ve vou ld , in  f a c t ,  lo se  a l l  o f  our 
g o ld . Indeed, th e  whole purpose o f  the Balance o f  Payments Program 
announced by the P resid en t on Ilew Year’s Bay i s  t o  a rrest t h i s  c*raln.

Considering th e p o ss ib le  harmful e f f e c t s  vhich  a s tr a te g ic  gold  
reserve requirement could have in  th e present c ir c u m s t a n c e i t  seems 
qu ite  untrf.se to  s e t  asid e  part o f  our gold  to  n eet a h ig h ly  remote 
contingency fo r  vh ich  go ld  vould be r e la t iv e ly  u s e le s s .

The way t o  conserve our gold  i s  not by fr igh ten in g  th e  vorld  
w ith a l im ita t io n  on th e  amount o f  gold  behind our d o lla r , but by 
m eeting the fundamental cause o f  our go ld  lo s s e s  — our balance o f  
payments d e f i c i t .  This m ist be done by carrying through th e  P resid en t's  
New Y ear's Day program.

S in cere ly  you rs,

. /s/ Henry H. Fowler

Henry H. Fovler

/s/ William McChesney Martin, Jr.

V i l l i  an I-fcChesney M artin, J r .

The Honorable 
Wright Patnan 
Chairman, Banking and 

Currency Committee 
House o f  R epresen tatives  
Washington, D. C. 20515
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