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March 6, 1974

Honorable Paul Volcker
Under Secretary for Monetary Affairs
Department of the Treasury

Paul:

This is a paper which we prepared for
Secretary Kissinger giving some of our views
on the gold question. We discussed it at a
meeting for his background, without attempting
to reach any conclusions. We would appreciate
any reactions you have to the paper. The
Secretary said he would most appreciate meet-
ing with you and anybody else you wish to
designate in about two weeks to talk out the
issue 'and what might be done, using a revised
options paper for this purpose.

One option that is not included in the
paper, but which should be for various reasons,
is how to deal with thwarting the Europeans if

they were to go ahead without us in a way which

we felt was inimical to our interests.

18

Sidney Weintraub
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Gold and the Monetary System:
Potential US-EC Conflict

Summary

The Foreign Policy Context

Within the next few months the long-standing
U.S.-Buropean dispute on the role of gold will
probably be propelled from the back room to the
main stage of our relationship. The stakes in
this dispute are high, involving the long-run
stability of the international monetary system
and prospccts for increased dissension within
Furope and between Europe and the U.S.

‘The Problem

U.S. objectives for the world monetary system -
a durable, stable systen, with the SDR as a strong
reserve asset at its center ~ are incompatible with
a continued important role for gold as a reserve
asset. These objectives are in apparent conflict
with the EC desire to facilitate the use of cold in
international transactions. There 1s a belief among
certain Europeans that a higher price of gold fox
settlement purvoses would facilitate financing of
oil impoxrts, although the arqument depends on
assumptions regarding producers' attitude tcowards
gold as an asset which may not be valid. Adamant
U.S. insistence on maintaining the present fixed
official price is likely to create international
conflict with the LEC, and may also lead to
unilateral EC arrangements which would defeat our
aims for the systemn.

The Conclusion

The U.S. objectives are important, and should
not be given up, but they may be achievable without
rigid adherence to the present fixed official gold
price. Compromise proposals exist which would make
adeguate progress tovards our objectives for the
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system while meeting principal EC needs. Since the
EC is likely to set forth its proposals before the
C-20 winds up its existence this surmer, a U.S.
position will be needed within the next several
months. Tactically, it may also be preferable to
discuss possible compromise proposals with one or
more EC members before we are confronted with-an

EC position.

* k% % %

Pressures are building within the EC for
settlement of intra-EC balances with gold valued
at the market price (or some other price substantially
higher than the current official price of $42.20 per
troy ounce). Unilateral EC action in this direction
would run directly counter to the stated United States
position on international gold policy. The EC
reportedly will try to avoid a direcct conflict through
pressing for rapid resolution of the problem within
the framework of the multilateral monetary reform
negotiations. Therefore, the U.S. position needs to
be re—examined in licht of present circumstances.
This memorandum exanines the foundations of this
potential US-EC conflict on the gold question, and
considers which negotiating positions among various
options would Dbest serve U.S. interests.

Gold in the International Monetary System - The Issues

Agreement has been reached in the C-20 monetary
reform negotiations that the SDR should take the place
once held by cgold at the center of the world monetary
system. However, there i1s still substantial disagreement
on what the exact future role of gold should be - whether
it eventually ought to be phased out of the system
{the U.S. view) or retain an important tunction asg a
reserve asset and means of international settlement
(the position of some European countries).

U.S. interests in this question are in the
establishment of stable, durable world monetary system,
based on a strong SDR, which would avoid future monetary
crises and conflict, such as those that have plagued
the Bretton Woods system in recent years. In our view
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a system which included gold as a major reserve asset
alongside SDRs would be innherently unstable, just as
bimetallism was in the U.S.

This inherent instability stems from the fact
that gold is traded as a commodity on a private
market at a variable price subject to the vagaries
of world production (largely Soviet and South African)
and sales, and of demands by hoarders and speculators.
With a fluctuating, and generally rising, free market
for gold, a permanently fixed official price is simply
not credible, and becomes less so as the gap between
private and official prices widens. If, however, the
price at which official transactions in gold are made
were to be periodically adjusted to the market price,
then an unstable situation would rise as between gold
and SDRs.

At the present time, the value of the SDR is
fixed in terms of gold. However, it has been genecrally
agreed in the C-20 that the new SDR should not be
related to cocld, but rather to a basket of currencies.
In this case, a changing price at which official gold
transactions take place would create capital gains
(or losses)for gold holders as compared to SDR
holders, stimulate spsculative central bank demand
for gold, and weaken the SDR~I

It is the U.S. concern that any substantial
increase now in the price at which official gold
transactions are made would strengthen the position
of gold in the system, and cripple the SDR, If
international licquidity were injected via gold, there
would be little likelihood of new SDR allocations.

s
* If a fixed SDR-gold price were to be maintained,
and periodic free-market related adjustments in
the official prices of gold were to be made, then
the currency value of the world's primary reserve
assets would be tied to a price set on a volatile,
unstable market.

As can be scen from the table at the end of this

memorandum, official aold reserves are now valued

at S43 billion at the $42.20 per ounce nrice.

The frece market price is almost foar times the
{ficial price.
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There also would be reduced incentive to sell gold
on the private market even after an official price
increase since central banks would cling to their
gold in expectation of further official gold price
increases. In addition, too larce an increase in
world liquidity might add to inflationary dangers.
Finally, the distribution of the increase in world
reserves would be highly inecuitable, with eight
wealthy countries getting thrce-tfourths, while the
developing countries would get less than 10 percent
(see attached table). Producing countries {the
USSR and South Africa) would benefit from the
implicit floor put under the free-market' gold price.

To encourage and facilitate the eventual
demonetization of gold, our position is to keep the
present gold price, maintain the present Bretton
Woods agreement ban against official gold purchases
at above the official pricel and encourage the
gradual disposition of monetary gold through sales
in the private market. An alternative route to
demonetization could involve a substitution of SDRs
for gold with the IMF, with the latter selling the
gold gradually on the private market, and allocating
the profits on such sales either to the original
gold holders, or by other agreement.

European views on the role of gold in the world
monetary system vary considervably. The British and
Germans, on one hand, generally agree in principle
to the desirability of phasing gold out of the system.
On the other end of the spectrum, the French have
been the main proponents of a continued important role
for gold in the system.

Support for a continued role for gold in the
system is based in large part on the belief that
"paper gold" - the SDR - does not command sufficient
confidence and acceptability to replace gold completely

1 the French have stated that they do not consider

the IMF Articles as binding under present circumstances
(the U.S. having suspended its convertibility
obligation). We consider the Articles still binding.
Other countries have not yet taken a position.
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‘in the system. There is, in fact, still a
considerable emotional attachment to gold as a
monetary asset, and a basic distrust of bank or
paper money not having intrinsic value.

On the other hand, most European officials
recognize the basic problems involved in a combined
SDR-gold reserve asset system. Belgian Finance
Minister De Clerq, for example, speaking at the
IMF annual meetings in September stated:

Any redefinition of the role of gold
must be based on the principle stated
above: that SDR nust become the

center of the system and that there
can be no question of introducing a
new form cf gold-paper and gold-metal
bimetallism, in which the SDR and gold
would be in competition.

Despite these differences among member countries,
the EC position has begun to coaloqce around theixr
desire to free gcld for use in 1D1an 1ntra~“C
debts ~ a probiom raised br :ha present "immobilization”
of gold which has resulted from the wide disparity
between the official and free market cgold prices.
Monetary authorities have been unwilling to use
their gold holdings to settle official debts at a
price far below the frece market price. This has
been a problem particularly for the EC, whose rules
under the "snake' arrancenent regulre that fina
settlement of debts arising out of 1nterv¢ntlon to
support intra-EC exchange rates must be made in
reserve assets in proportion to the composition
of reserve holdings. (This "immobility" is, of
course, an example of the difficulties inherent in
a system in which gold retains a reserve currency
role alongside another reserve asset.)

To some extent, the immobility of gold reserves
as a means of paymcent 1s a result of self-imposed
restraints. Countries are free to use reserve
currencies and SDRs to settle debts. Horeover,
countries are now free to obtain additional currencies
{and realize Sub‘tantial capital gains) through sales
of gold to the private market The EC problem is a
result of their particular rules for scttlement, which
reflect the intercst of creditor countrices in

CONFIDINTIAL
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receiving gold and applying discipline to deficit
countries. It 1is also a result of their reluctance,
so far, to sell gold on the private market. The
reasons for this reluctance are probably related to
the unsettled status of gold in the system, the
basic attraction of gold, the expectation of future
price increases, and the "thinness" of the private
gold market. . o

Nor is it clear that European countries would
give up cgold even after a price increase, since
one increase may lead to an expectation of further
increases. Even under the Bretton Woods system,
the Luropeans did not often give up gold to settle
deficits.

The "immobility" problem is of particular
concern to the French and Italians, who have
substantial outstancing i.C debts and es pec'ally
high proportions of their reserve assets in gold.
Recently, with the privatc price continuing to
rise, and final decisions on nonetary reform
apparently further off than previously thought,
other IC countries are coming around to the French-
Italian view that this pvobjem nust be resolved.
However, the Goermans and British, in particular,
are concerned that the sclution be accomplished in
a way which \701118 not antaconize the United States.
They wish to settle this issue in the C-20 multilateral

i
e

L
context, if possi .  Failing agreement there, the
EC might feel fre o unilaterally make some regional
arrangement.

Various Furopean proposals have been made to
deal with the gold issue. The basic French proposal
in the C-20 was simply to increase the official price
of ¢old although this may have been made with tongue
in cheek and reccived no support other than from
South Africa. Other kuropean proposals, and the
stated French fallkack position, have been variations
on the idea that the official price of aold be abcliched
leaving the SDR as the sole nuncraire of the system,
and that monetary authorities be free to deal at a
negotiated price, or at a price related (perhaps at
a discount) to the private market price. In the

CONI'IDENTIAL
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version reportedly rccently proposed to the EC by
the UK, such an arrangement would be combined with
coordinated central bank sales to the private
market. Another possibility reportedly being
considered is to have the Ttalians, who have the
greatest need, sell gold on the private market by
themselves to avoid unduly depressing the market.
The French version of this proposal would allow
central banks either to buv or sell gold on the
private market
the private market and to keep or augment the role
of gold in the system).

In lieu of a general agreement permitting
official
the official price, some EC countries have proposed
special arrangements to deal only with the intra-E&C
problem.
by a combination of techniczl problems, and an
unwillingness to take unilateral action of doubtful
legality and offensive to the United Sta Most
recently, the EC Cecrinission has proposed a system
which wouEd in effect set a higher provisional

Les.

price, tcpe corrvected when agreement is reached on
a new prite for gold.
Both the European C-20 proposal and the

intra-EC
increase

proposals would £all short of a
in the official price of gold. Iowever,
each would amount to a gencralized de facto, if
de jurel, official price increase, and strengthen
the role of gold in the system. NA system of sales,
hbut no purchases, to the pri
this tendency.

The recent oil e increa

transactions in gold at a price higher than

generalized

not

seg have added a new

c
dimension to the ¢old ilssue, and 1n the view of
European officials, rc]e: ved the intra-EC prob]om
to a secondary positicn. Although mobilization of
gold for intra-EC settlement would help in the
financing of imbalances amnng EC countries,

1 Ynder the present IMP Artic es

generalizced gold price inc

value change) WOh]d rcqulrc
representing 85% of
Thus we have the

of Agreement, a
(uniform parx

case

the TMT w

vower to block any legal change.

some

i1t would

approval of countries
eighted voting power.

S

(obviously in order to avoid depressing

Such vrorosals have heretofore been shelved

vate market would mitigate
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not, of itself, provide resources for the financing
of the anticipated deficit with the oil producers.
FPor this purpose, it would be useful if the oil
producers would invest some of their excess revenues
in gold purchases from deficit EC countries at close
to a market price. This would be an attractive
proposal for LEuropean countries, and for the U.S.,
in that it would not involve future interest burdens
and would avoid immediate problems arising from
increased Arab ownership of FEurcpean and American
industry. (The Arabs could both sell the gold and
use the proceeds for direct investment, so that the
industry ownership problem would not be completely
solved.) From the Arab point of view such an asset
would have the advantages of being protected from
exchange-rate chances and inflation, and subject to
absolute national control. Some European cfficials
are thinking in termes of clearing the way for such
transactions (which would now be forbidden by IMF
rules). It has been arcgued that Arabs would only

be interested in buyino gold at near the market

if they could obt surances of some sort of
price. We lave received word ithat such a proposal is
being floated within the German Government.

From the standpoint of international liquidity
needs, a reasonable casc can now be made for a
generalized gold price increase, since the probable
payments patterns sterming from the hicher oil prices
(overall deficits for Durcpe and Japan) may lead to
a reduction in world reserve licguidity. However,
from the U.S. viewpoint (as well as many countries
without large cold holdings) substantial new SDR
allocations would be preferable when new ligudity
creation is neceded.

Options for U.S. Nevotiatina Policy on Gold

Since the U.S. 1is likely to be presented with
pressure to acgulesce in some arrangements to meet
the LEuropcan objectives sketched out above, it 1is
important that we reconsider what our own negotiating
posture should be.

CONFIDENTTIAL
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_ At either end of the spectrum of possible
negotiating positions are tnhe following:

Option l: Continue adamant opposition to any
proposal involving an increase in price at which.
monetary authorities carry out transactions in
gold. Advantages: If successful, we will keep
gold from regalining strength as an international
reserve asset, maintain the strength of the SDR,
and probably eventually obtain the demonetization of
gold and a more rational, stable international
monetary system. Disadvantages: The EC may then
go ahead with its own arrangements which would
amount to a virtual de facto increase in the
official gold price, with undesirable effects on
the world monetary system and lead to increased
US-EC conflict and bitterness.

-

Option 2: Acquiesce in an FEuropean-type plan
involving abolition of the official price, permitting
settlement of official balances at a negotiated price,
with a "sales only" rule for transactions in the
private market. Advantages: This would be somewhat
preferable to a plan involving =2n outright increasc
in the official price, and would maintain an avenue
for demonetization throuch one-way sales to the
private market. The SDR would become the sole
numeraire of the system. In the short run, tensions
with Burope over monetary issues would be reduced.
The increase in de facto liguidity might be helpful
in present circumstances, and gold sales to the
Arabg might help finance western balance of payments
deficits. Disadvantaces: This has most of the
disadvantages discussed above of (and may in fact
lead to) an outricht increase in the official price
of gold. We may thereby lose the opportunity to
build a stable and rational world monetary system,
with adverse long-term conseguences involving
monetary instability and conflict.

The disadvantages to each of these options are
such that a search for additional options is
justified. Intcermediate options do exist which have
the potential of mzeting LC objectives of mobilizing
gold in the short run, while maintaining the desirable
trend towards gold demonctization.

CONEFIDENTIAL
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Option 3: Complete short-term demonetization
of gold through an IMF substitution facility. ‘
Countries could give up their gold holdings to the
IMF in exchange for SDRs. The gold could then be
sold gradually, over time, by the IMF to the
private nmarket. Profits from the gold sales could
be distributed in part to the original holders of
the gold, allowing them to realize at least part
of the capital gains, while part of the profits could
be utilized for other purposes, such as aid to LDCs.
Advantaces: This would achieve our goal of
demonectization and relieve the prcblem of gold
immobility, since the SDRs received in exchange could
be used for scttlement with no fear of foregoing
capital gains.l Disadvantaces: This might be a
more rapid demonetization tnan several countries
would accept. There would be no henefit from the
viewpoint of financing oil imports with gold sales
to Arabs (although it is not necessarily incompatible
with such an arrangement).

The only important disadvantace of option 3

0

would be its likely unacceptability to countries

who would prefer to cling to gold for traditional
reasons. But it would show our sensitivity to the
irmobility problem, and be a goed initial bargaining
position. We might, in the end, have to fall back
on a fourth option:

Option 4: 2Accept a Luropean-type arrangement
in which the c¢fficial gold price was abolished, and
official transactions at a market-related price were
permitted, but with agreaement that a certain portion
of gold be civen up to an L1iF substitution facillity,
and that gradual further substitution of SDRs ror gold
would take place over a longer period of time. (One
possible rule 2mong many could be that countries
should keep the nominal value of their gold holdings
fixed at present levels with any increases in value
coming from price increases offset by substitutions.

1 the additional SDRs might be quite acceptable since,
for a time at least, they would be "backed" by IMI
gold holdings. Some gold "backing'" could be
maintained until prejudices acainst paper noney
wancd - in a wmanncer similar to the cvolution of
domestic monies.
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Another variant on this proposal would have countries
agree to pre-determined, gradual direct sales to the
private market. Acgain, profits could be shared between
gold holders and others. Advantages: This would
provide adeguate momentum towards gold demonetization
while providing relief to gold immobility problems.

It seems somewhat more compatible with gold sales to
the Arabs, i1f this is desirable. It may be negotiable.
Disadvantages: It is somewhat less desirable for the
medium-term workings of the system than option 3.

Conclusions

Q

The U.S. objectives in reducing the role of gold
in the world monetary system arc worthwhile, but
they may be achievable without insisting on adherence
to the present fixed official price of gold. Moreover,
such a stand might unnecessarily create international
friction. Cormpromise vroposals exist which have good
prospects for achieving our objectives for the system
while meeting the principal IEC requirements. We
should be prepared to use these compromises in the
near future.

Tactics

Negotiation in a broader IMI forum is likely to
be a very divisive and contenticus process unless
based on a prior US-Luropean understanding. The
Europeans, however, are not united, although working
on a conmon substantive position. We could wait '
for this position to develop further or proceed now
with bilateral contacts with one or more BC members.
Our waiting to be confronted with the EC position
puts the French in a strong position throuch their
veto over any departure from the agreed EC line.

The gold issue would bhe an appropriate one to pursue
in bilateral contacts with the Germans and British,
both of whom could probably agree to options involving
more modest Tlex in our traditional position than the
French or Italians want. But there is, of course, no
guarantec that the British and/or Germans could carry
the resulting compremise in Brussels. Nevertheless,
working out a compromise with some of the major
LTuropeans could reduce the prospects for a US-EC
standoff, while leaving a substantial intra-EC
disagreement to be bridged by the IDuropeans.

CONI'IDENTTIAL

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



Authority

&JiZNARADmeSuZQQ?%

Gold in Official Reserve Holding
{end Novcmbgr 1972)

Percentage
Gold as share of
Gold percent of total offici:
$ millions reserve holdings .gold holdin::
United States 11,652 8l.1 27.0°
Industrial Europe - 22,435 27.4 52,0
of wvhich:
Belgium 1,781 35.8 4.1
France 4,261 49.8° 9.9
Gernany 4,966 14.5 11.5
Ttaly 3,483 57.2 8.1
.Netherlands 2,294 37.0 5.3
switzerland 3,513 48.7 8.1
United Xingdom (a) 886 13.3 2.1
Canada 927 16.2 2.1
Japan 891 6.8 2.1
Other Developed 3,400 13.6 7.9
Less beveloped 3,834 9.4 8.9
of which:
Brazil (b) .56 0.9 0.1
Coliwnbia 18 0.4 '~ *
Mexico (a) 198 18,2 «. 05
Venezuela 472 21.5 1.1
Ixan 158 20.4 0.4
Iracg 173 13.8 0.4
Saudi Arabia 129 - 3.5 0.3
India {c) 293 20,8 0.7
Indonesia 2 0.3 ®
Konea 5 0.5 ®
Thailund 99 7.8 0.2
Nigeria 24 6.2 0.1
Total -excluding U.E. 31,483 18.9 73.0

* less than 0.05 .
(a) end-Septembor; (b)) ené-Octoker; (¢) mid-1lSy3

Sonrec:  Intovantiors) Figarecinl Statisticen, Dobraary W74

L R i aded - o
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March 5, 1974

Possible U,S. Proposal on Gold

The following possible actions by the U.S. Government
seem to me to be worthy of consideration:

Firstly, next week we could inform the finance ministers
of at least four, and possibly five, of the other major countries
that we plan to lay a gold proposal on the table at the next
meeting of the small ministerial group and that meanwhile we
believe that some limited market sales of gold might be beneficial
in counteracting the inflationary psychology now so widespread
in the world. We could say that we would be willing to make such
sales by ourselves but feel that the objective would better be
achieved if some others joined us.,

An important objective of such a sale by the U.S. would
be to establish U.S, credibility, and to enhance U.S. bargaining
in discussion of the U.S. proposals to be made later, by bringing
to the other governments a realization that the U.S. might well
be willing to sell large amounts of gold into the market, It
would be important to handle the proposal for prompt sales in
such a way as not to trigger immediate European implementation
of inter-central-bank gold transfers at a market-related price
or to trigger offsetting gold purchases by the French or others,
It would also be desirable to handle the sale in such a way as
not to trigger immediate Congressional action forcing permission
for private ownership in the U.S. For this reason presumably
the prompt sales would be handled like exchange market inter-
vention and not be immediately announced publicly,

Secondly, at the next small ministerial meeting the U.S,
could propose a package agreement which would attempt to trade
a U,S. commitment to limit severely possible U.S. gold sales
over the next few years in exchange for European commitments
not to take what we regard as a backward step toward placing
gold back in the center of the international monetary system
and to join with us in some steps toward phasing gold out of
the system, Specicifically we might propose:

1. that each of the governments undertake not to
sell in either of the next two years more than
$500 million in market value of gold apart from
the amount, if any, necessary to offset any
increase in holdings by its citizens as a result
of relaxation of restrictions on private ownership.
(Such an undertaking would represent the '"bait"

being offered by the U.S. and would represent

CONFIDENTIAL

Federal Reserve Bank of St. Louis
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percentagewise a much more serious
restraint on the U.S., than on others,
This feature is proposed in the belief
that a less stringent restraint on the
U.S. would not offer much hope of gaining
acceptance of the other parts of the
package. The proposed limitation on
sales would represent the following
percentages of present gold holdings:

(at $%OO/oz°) (at $150/0z.)
U.Ss. 1.8 1.3
Germany 4,2 3.1
France 5.0 3.8
Italy 6.1 4,5
UK 23,5 17.7
Japan 23,7 17.9)

Digitized for FRASER
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2., that each of the governments undertake not to acquire
gold either from the market or from other governments
during the next two years,

3. that the governments agree to attempt to persuade
the C-20 at its ministerial meeting in June to
adopt principles for use in subsequent redrafting
of the IMF articles to provide

a. there would be no link between the SDR and gold,

b. there would be no mandatory gold component in
future subscriptions to the Fund,

c. there would be no gold link in obligations to
~or rights to draw upon the General Account, and

d. ‘in calculating the value of the liquid assets
held by.the Fund or by any member, the Fund
would value gold at its market price.

Thirdly, we could inform the others of our expectation tha
in the near future we will permit private U.S., ownership of gol
and will sell from U.,S. stocks at least enough gold to prevent
the added U.S. private demand from creating disorderly market
conditions. At the same time we could announce an intention to
recommend to the Congress that the par value of the dollar in

terms of gold be eliminated,
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Possible Stens to Phoce Cold Out of System

I. Change the numeraire:

A. Shift numeraire to SDR, with fixed gold link
B. shift numeraire to SDR, with movable gold link
C. Shift numeraire to SDR, without gold link

II. Relax two-tier gold system

D. Suspend two-tier system, while gold convertibility of
dollar is suspended, reverting to IMF rule

E. Agree central banks can sell but never buy gold in
private markets :

F. Allow central banks to buy and sell gold in private
markets

IIT. Dispose of gold through IMF

G. Voluntary sales to IMF for SDR's, which would sell
on private markets, with profits going to a)
original sellers, b) ILDC's

H. IMF Staff plan: mendatory sales to IMF for gold pool
to stabilize private market

I. Scheduled mandatory sales to IMF over time

J. Immediate mandatory sales to IMI of all gold reserves

K. Voluntary sales to IMF for SDR's, with gold sold back
to nations against non-interest bearing consols
for inclusion in non-monetary stocks

IV. Make SDR's more attractive relative to gold

L. Increase SDR interest rate

M. Make SDR accentable for all IMF purposes now requiring
gold payment

N. Eliminate any obligation for IMF members to accept
gold

V. Allow IMF to become gold trap

0. Avoid any mitigation of future gold payments
P. Stop all replenishment of IMF currency balances by
gold sales to members

VI. Remove all rules and let cach nation do as it pleases
with respect to gold
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Nearly all of the above proposals would require interna-
tional asreement--and thexre is little active support for the
U.S. view that gold should be phased out. Thus nearly all
of thecec steps would be acceptable to others only as part of
a broacexr package which contained elements attractive enough
to others to make the whole package acceptable.

As far as unilateral U.S. moves are concerned, the most
practicable would scem to be a move to end the two-tier system--
on grounds that the suspension of gold convertibility of the
dollar removes the purpose of the two~tier system--and allow
nations to be governed by the IMF rule. The announcement alone
might cause some spectators to recognize their euposure and
reduce the price. Also some nations would doubtlessly sell
in the private market. 1In addition, the U.S. could justify
some sales in the private markets-Ior dollars or for foreign
currencies; in Europe or to U.S. industrial users--on the
justification that industrial users are cut out of the market
by precsent speculatively high price.

-/24 W

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





