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0utline for Report to the Hoover Co~ission on 
Interdepartmental Relationships OtnerThanThrough 

, Commi,ttees 
(Interdepartmental Phase of the Foreign Affairs Project) 

I. 	 Responsi-bilityfor,establishing interdepartmental relation
ships iinpUed by tJiebasicrole of the agency or spec1'fied 
in statutes. 

II. 	 Departmental. regnlation's delegating responsibility for 
establishing interdepar1;.D:lental relationships to particular 
offices within the Department. 

A. Centr.altzation or decentraliz..tion of responsibility. 

B., Effectiveness of delegation, of such responsibility. 

Illo 	 ForiDal interdepartmental relationships established by 

letter, m:~mor.anda of unders;t .. ndiDg, etclI) 


IV. 	 Recent developments in problems of relationships with 
Department of stateo 

A. 	 Conterenceswith departmental officials or the 
Bureau of the Budiget., 

B. 	 statements to congressional committees. 

Vo, 	 Personal interdepartmental relationships <as against, formal 
relationships) 

A. 	 Level. 

B. 	 Frequencyo 

c. 	 Effectiveness. 

D. 	 Deterrents. 

VIo 	 Bearing of relationships established through Committees on 
less formal relationships and vice versa. 
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.... B1ttermann 

,tfr.~lls I letters to PersonS . and Southard, Apnl 26 

A lew comments by 'fIIi3 of suggestions for the· r8P'11" are g1Wn in~e omer 

of .the questions f.iubmtttGd by Mills. 


. . 

1. (a) the Office of Int.-nat1cmal Finanee ls,' nptp~lye. etat1stica.l 
Agency in the a.nae that a large part or 1ts~ctiv.tt$~S: ai"e directed toWa.rU. the 
collect1on, compilation or publication of stat1st1'cal '.t1Jata. The statisttcal . 
data prepared directly by t.De d1v1.,.on ~ i WOWl'l ~~., coJ'ia1sts·. of the stat... 
ment ot gold and dollar balance8, tor Wh1cli' ~ba.Si~ ..oo:mp11ation is ttonEll by the 
Federal Reserve B$nl~8. anu'data on gOldo~t1:ona·",·Wti1.~ ~prepared'bt the 
stabilization .divi8ton. The d1v1.$1on ala.a ·ha.san:1.ui.POrtant t\mction in the prep
aration of balanCe otva:vmen'tS $tat.em.ents in aonnect~on1f1.th the National AdVisory 
Council's work Under ~he Economic eoop.l"ationAci~ It. haS carried a largep~ 
of tho burden in Ms.-ling releVailtaata on the' balance' ofpayaents .oteachot 
the partJ.c1patlng opuntri_ .~ otprepartng tentative allocat1onsot ille1r 
import reqtd.~s. ~h18' actlv1ti iSP~11y a matter of evaluation .a.rtd 
analysisrath8r' thana. compilat.ion ots.tat1atiol!i J since the· raw ms:terials are 
obtained from data oollected by sta~i8tl,cal a~a.'ot the foreJ,srl gowmma~ 
and to a certain 4\11.tGnt by ethel! agcmcieEfof th~Un1t~ StatesOc)~mment, such 
as tho Department ot Commerea .and the· Board of ·Governors ot ··.the Fedsrall4Jsei've . 
System. Y~h11e t.he'data on gt)14i:and.ljol'larl?a1!ll:1c,8S ..~. pub~is~d in .tn~~y
BUlletin and the Fecteral ~sem Bulletin, Df!d~caQf. ,pa:.rments data are principally 
us91ias confidential data. for tbedetenr4natlon ot poliCy.' . 

Since the office i8 primarily·engaged in analyu'$.e for poliC1Purposea for 
the Secretary of .the ~llI"1andtheflAC, a considerabl. part ~. its WC)N involves' 
the analysis ofatattstical data as 1n practically all' ot~r ecsonomcanalyses. 
The geographic dt91aions of the ordas are _gaged tncon~i~ stu~e8 of the 
econoll'dc and financial ,situations ot foreign oomtrlesimd, ~y a.ntilyao data pre
pal"ed by'those count:r1es or otner agenCies for polioy' ~.ee. ,. 

(b) l~l'om ~ b~d~.ary st@ndpotnt, I sUppose Scbwar1;s' div1s~on arid_possibly 
Bddyt s people_ sboul6- be inclUded aa those which are prilliarily- statiet1-c8l branches .. 

2. When s.J:1ov4ngt.b8, .total.'bud~t and the parso~l empl()Ye411ttheottice 
. and. the f01'lR$r(ilv181on of uonetari Besearah,you shOuld poin~ out thB.t ~i"f 
little ot·th.. a¢1v1t~e8 ()t 'fJle d1vis10rl up until rGc;GJ'lt ~ hl1d beQn,,~a~18tic&1 J 

in the narjoower a_seot ih. te1"m. I dOUbt tbat( our ..0Wn. adms.n18t;rative datA are 
adequate to givem:tf:~8akd~ 'ofthe'pFobable p0rtl,~C)ro~ ~W:r'uttliBed. tor 
sta.tistical. p~es: in preV1o~ .budl¢t- 'years."D1.c~;f_shW wu an innoVation of 
ap'proJd:ma:~ely :the y~ of 194,01" 1946 and priortothat'date VfIq l.~itl$ ct;)la
oilation was done in th1"s· off'te.e.· ' 
.... ' '<'. -'. ;. 

, 

You might po1ntout., ·thatthe pr.esent office reprOssntstl:lfJ ~r, of tb$old. 
.division otMonet~ P.aa.rcband Forei'gn i\mds eonti'ol. Moatary Research was 
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~stabl1ahed ~l,y to pt'epa:Ndata fat' tba op8m:bmof t.b6 $.S. Stab1l1.aation 
[f'lmd, edeo badltaorlg1n 1ft tb$Oold Re$erve Act' ot 19)4.. Att&r 1938 various 
ot.lltar i\met.ioM~, .usiped to the Di'V1s1fJllof '~ gesearebby dil'eetton 
of theSecmal"Y otthe TreuUl"1.'tbeae included t.he ~p;ant1•. of studies fOr 
war Pur.P06es. 'They inclUtl~ the prepam'loa ot ~~'$td enntJ'l' studies l"e
latadtOetdl £o,.~adlld.DiatraUon and an atl&lyels of tJ\s economic structures 
of ~9CoUntt1.·_." ~1942 cm,8consld8rable part ot the actd.:V'itlee or ,thfi., 
old d1v1sionrelated. to the" t01"llD.llation or the 1!1temational llODotB17 .~s 
which resulted in the·· .'ftt1tu.~ creat.ion of· the jlunq Md' th&D~. i'hia aeti~t1 
ne·, not:pl1.:atar.t17 statistical theugh in the colli'Se of it a ~' ot statistical 
f$tudiee were made Hlating t~ t.he tra., t1mmc1't.lldtuat1on_dft8t.1~11Dc9rile of 
-the member, oottnt.gell. ,~U7 1I.orgeatbau also by Bome tirectiv.,,~, text I 
haft nei ~eem, ,_slgnat&d. the Di?1stcm of Konetar,y n..$6f'ch to, carT7 on all inter
natl()nal~11itU_'0f' tho ~. , It.was in 111_ Gl this i ..ra1b~Dlng 
ofttinct1oDS that thede&1.grsatiou otthe offteo 1IU ~ly ehanged. .in 1"'1. , 

. " 

3. 'tbe s.tatutcn . .,' but. of OU%' e.ot1'f.tt.1."~', tba Gold RIS.rYe Act. oi1934, 
as amentied. " and the, Yradittg wit.h t.1le ~.ACtJ, tn' 80 tar .'01'81811,'undla COntrol 
llletlv1,ti,~$ artt involved:> -', . ",' 

, 4. Sehwart.z a_give youlIOre detail on this but .ff1T blpress10n 18 that the 
only Ol"lginal data · ..·oo1~ 'b7 blsclS:'I11fJ1OD. . . 

S. For this ~e I ~ a ~ of the' ~'IJO~ estab
lishing the oftice~ 1ft particular, ~umtght MGntto~tlm •• ot data tor the 
admni'strat1on ot tbe.l"'egulatloMimder the Oold ~.. Aotf "he opeft~1cma bf 
the U.S. Stabtl1Mt1Oa Fund, 1"eS~IUt. toOo~81onal1nquirt"s on matt.eTli of 
internat.ional fimme." e1tiber diract.lyoras ~ of the ....tartat or tile UC. 

. . 

6.'Xou nd.ghtpo1r.t:t out t._ extemt1vouae "I the balance .01 ~.8tudie8 
in eortnMtlon wtthihe_ropean Rtcove17 Ft>ogram and might. empba1d.1Ie Rob data 
as we collectdireotlJ' .'Va b.en, cle8l'ed with tm ~ of th.~_t.'. , ' 

7 t SJ 9~Itbiak need. '00' p8l"t.lcularcoment hOm,-u. 

10. You mi~ po$.nt out .that the tntol'Mtlon Wh!oll1!G ,~_oOileCt.l~g,~~ 
an31n1ng w01Ud ·b$'o:f primary U.rul.ne.8 1m e. periOd. of natlonal ....aonq. '!twro 
is little dmplicatioQ ,~ 'cvaaa~tcalatudle8 and,t.hose pe~. b7 other 
Q~$ne'.tea ot the 'goVe~. 1td.l.tneState ~~t bu &ci1'dslon of I$nanc1al 
aftai;" ~'VUioustitle8 aIt4 the Board of ~ baa a aee&l!"Cll _t MVOt,g 
to int.ernat.ional,uttal's, the close cooperattou betw. thee••~ol.s~d a::l:so 
the DiJpa'1"'tmentot ~, ..-olda cupUcstlen ~~t"ort. 'lbB da\a _. would be . 
tme!tll in cQ,se Of, anan L~,'rrggeDC'T and p~ reep, on,lItth,,"il1:ty ' oould be pl.acledbM'O'.• , , '1'he 
State»epa:rtlllSnt ~. HSearch actiVity an' 1~tpanotlt8 operattou. 
Youmlgbt Itwt10ft thatovrepresentat,1._ in 1'6"re1. coun,tri.s.setVG ua ps.row 
ticularly 1mpo~ B01D'CG ot· tirlanotallnte11:lgence which wOvl4 beot~tu7 
value in case of an e..rpn.q. You mi.ght aUggesttbat ourpers.ofmel has notbeon 
adequate to ~ aU t.heat.ud1es 1Ih1oh _haft regarded-a i~·tor our 
purposes and we G.1'$ part,1cu1a1"17 weak in OUl"study of iUtem JSUJ.'ope:. 
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.__ 4, 1948Mr. Calland8r 

2Itr. 51tterDlllDD' 

Vr. taUs' letters to Parsona and Southard, April 26 

A fn ~, by- ,..,. ot-.uggeations tor the repl¥ a1"e g1Yen in the order 
of the questionesubmtt1;.ed by B411s. 

1. (a) The O£fi~ of Iutel:'naUonal 'inane". U, not pl"1mar11T a. statistical 
Agency' i.n. the sense :that a larp part ot 1tl act!Vities at"e dIrected towaN, th 
collect-ion, compilation orptibllaat1on ot statlat1cal data. The et$tut1CtA1 . 
data preparett directly by- the e11v15ion troll, its 0'Im. data cOlUd.sta otthe state
ment of gold and dollar ba1.ances. tor which the buiccomptlat1on is &me by the 
Federal ~Ban.k8, and ~ on gOld opeJ'atl0. J 1Idd.ch tU"fJ prepU'od by the 
~11S4tion diV1tiloll. The, ¢l.v18ion $0 has "" important tunotion in tbeprep
aratton of ~ Gtptl1lU$"'ts stat.e.Jnt8 in connection tdth the lfatlcmal Ad1l'isol"1 
Counoil· s wO%'k "\U2dEtr thti) Econ~c Coqperation Act. ,It bas carried " larp PiJI"t 
of the burden in .areatil1ug' Z"elevant data on tbe balanoa ot paJIIInta' oteach of 
Ute participating countries and 9fpropari,ng tentative aUocatiOhB ·ot tbl4r 
aport requ1~B. 'fbi. aGttivity is pr1.m.arll.y'a matter of evaluatlofl and 
analysis rather t~ a ~U.a.ti&!l ot atatisUOIJ, sl1'1C4,t the raw start.ls. are 
obtained tram daM collected b;y stati.tIcal agenoi8S ot the tore1gn gove~ 
and to a certain oxtant by other agenCies of the UD1ted State. Oa&trn:ment, such 
u the lJe~nt of Commeree and the Boani of GovernOn ot the FedGral Reserve 
Syatem. While' the data on. gold and dollar 'balances are pUbUebed in the trea$\lX7 
Bulletin and the "ederal Racene Bullet1n,balance of P"YMntsdata are principally 
used as confident1al uta for t~ determination or poliq_ 

5inco the' office i8·pr1Jm"l17 engaged in analysis :£01' policy purposep for 
the Secretary of the 'l'.'reUury and the WAC:. a 'consianble pert of it'twoi'k inwlvea 
the am&lysls of stati.Sticat· da:tau, 1npractical13 all other economlo ~S$8. 
The geograpb1.c d1'li:aicms of. the office.are ,cmp.ged in continu$l stud1.. of.~ , 
economic and finmc1a1.situationaof foreign countriu and they ~ data pre
pared by theso countries or other aaenc1u tor policypu1'pC88s. 

(b) From~, bu~ etandpo1.nt, I suppose Schwan•• diviSion md possibly 
Edd;yt s people. should be included 8,S those which arc primarily stat,istical branches. 

2.. 1rben showing the total'budget and. the personnel emplc;yed by the office 
and the tOl'lfBl' d1ne1oD ot ,~tary Besearch.70u abouid point·out that very . 
little o.f tho &et.1V1tt&s or the div1alonup untilreoent years' had been statiot1cal, 
in the narrower GWlSe ot the tem. I dOubt that our::aam admtn18tie.t1ve data are 
adeq:oate t9 eive 4111 ~down of thepro~le portt;~ Qt om-8tatfutfllsed for 
stat.istical purposes mprenous budpt. YUaniJ. D1~s~ .hop was an irm.o'VBttoa of 
approximately the y$lU" 6t 1945 or 1946 and prior to',that date V'ffI!'iI little com
pilation was done in this omce. .. 

You might point out that the Pre&EJb.t ()tfi~ repn.ts8l'ltsthe ~l" of t.he Qld. 
d1vision ot Monet.-;r Research and ,Foreign Funds Control. MOnetary Research was 
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establti;hedprimari.lY to prepare ~ far tb. ~r.at.ion of the U.S. Stabili.za-tlon 
Ij'I '. F'ulild, and 'so bad ita origin in the Oold R~.rvG Act of 1934. After l?lS irar1UUD 
i ' ethel" functions ~ Bssi,gn6ld to the Di~;stcnaf 1l~Jl7llresearcb, by di~ect1on 
! . of ,tbeSectreta:ry ott.Treasury. TheG. incl.u.cl($d t.be ,pl'ej'1amtion ur studies for 
I' . 

r war purposes. !hey included th4 pNpamtion ot band~ks and. countl"l' stildilll$ ;n;11 
lQ~ to e:1""'1 gowl"ll'mnt. admtniat.raUon and an anal:1o:isol ,the economic stru"tu:r8Sf~ ct th,9Se countries. ~ 1942 Oft, a.eons1demblo part at, the, actiVities of 'the . r 
old d1viaion related to t.hG termul.ation of tho 1ntematiorm.l monetary'a~.ats ' 
wbieh:resultet;! i.n the Etv&ntual creation of the 1!'lJl\d anti, the Bank. This aet1'V1ty 

, ." 	 was' not primarllystatist1cal. t.hous:h it!. the course of it 0. number of Btat1sti,c~ 
studies ware ·mad$ :t"alatlng to th$,trad~, financial situation antillational income of 
the amber countrles. Secretar,-MIlriCtntMU alao bys~ directive" whmi-e t'$xt I 
haft n"t. '$~t designated, the ,Dirlt4on of ¥onetal7 HMi~ch to 'oVl"7 on all iut.Gr
natienalaetivtttea ot thS 'l'r~J. It-n. in v.s.~ or. this genaralbro8dening 
o£ funetions tbattbe cle.$i.gnatton of the of'f'10itil 'VU .f'1~ly ehaniPd, in 1947~, 

, , ~ -. 	 . . 

J.fha statutory buts of our activit.ies i8 the OoldP~erve ACt of 1934, 
as uended, aDd the'rnlding trl.:th t.ho,~ let, ttl 50 !arasFora1gn If'unds Control 

, aetlvtUell!l are involftd. " 
, 	 " , 

4. Schw'artzcan 81va yoU llIOre dG't.a11 on this bUt ntr imPression is that. tb$ 
only or1{!tinal data are col.lected byhts dlv1eion. ' , 

5. Par this purpose I auggesta paraphrase of the Sect'Gtar,y' B \):mer estab
lishing the otfiee.ln.par'iicular" you might !Ilontiofi fJl& US& or data rfJr tbo 
administ.ratioft of the regnlat~ons under. the, e',iOld RGS$rve ~ct,theope:ration50f 
the U.S. Stabtltsat10n FUnd, l"es:r;-cnse to CO~3$1onal. inqu1.r1eson!'lU!.ttere or 
~nt5rnat1onal ,finance" eitiler dtreotly' or as parto!~e ~e:cret4r1",t of the- ~. 

6. You might point out t.ho extensive usa ot the balance of pa1mEultast.udi~ 
in oonnectlon with ,the EUropean, F~el"7 ,tTogr8lt Qnd idgbt emphU1:'18 auch data 
at) we collect.. d1:~ly bavebeen cleared with t_ ~or the,.Budget. 

7, g.. :;;.. I thi.rak need nO particular comsnt!"r9m 'WB. 

10. roumigbti>olnt 'out that ,the icfol"lAStlonwl11ch we now are col'1eetin~ and 
anal;rtllng would beofprimar7usefU~s8 113 a period. ~! batJ.onal ~n:e:r. 'Thare 
1.8 1.1,t.tle dUplication between our anal,ytical sttldiae and th$.pe~rI!'iEJl~ by-other 
't\gene1es of tmi gOve!'l1lDleDt~ Whll& t.he .state lJepartMnt bas a <11'ri.s'1on ; offi:n&not.81 
af'faj,re un(J,eJ;!' venema ti,tloo Wtdthe Boart1 or Govornora haas., ",search unit devoted 
to intemattoruu: ;mat.t.n J t;h9 close o~ttqrab8tween '~e ag$noi~a, and als.o 

't,l"o$Depa;rtment of CO~" avoids d'Uplicat1011 of efr~rt.. the data \1$eclwould Pe~ 
usefUl ,in CU$ or an, ....,rgel1C7'and PJ'Uu&ry Ni&pcns1.blUt.:,V' could be placed tmra.L~ 
Statellepa.:rn:mellt d~ke rOsearcbact1v1ty an1mportant part of its cperations.o I 
Yoalli;ght AWntion that; our represutatives in foreign co'lll!lt-ries.~ as a par- "\; 
t,1cularl)r important source Qt, finandiU int$lltgeme which would be ot m.l1t~r.1 
value il3 cue Of an ~~., Iou fJigat $~t that our personnel has not been 
adequate to prepare all thastu~.jwh1,e.'l we have regarded as important for our 
purposes antl1 we ar, partiCularly'~ in our study otJi:Utem5~. 
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one 9 r·.t~o'2;~~~~i~i~1Ii}~~i~~~~~~~i;~:"'~1.t~~t~~!;"J~,~r.;%~rL~~; ... 
reserves and ',overseas 'Hahilit:Le~~;~as: rf,nec'ted,in:tJle':'St'age,/I<]:<r)~))ers'l ' 
._. " .'.... "";<'-"" .'r .,d, ,''-'' ,> .... ,. 'r',: :,~'f~':;'C: ", , ~. ", "- . "'_~' ".:.,.. ;,,. .'"J""/·~4: ';,c" -,'.~j¢.,." : ,,' . ."~"'" 

, ,and , inpart;i;Glllar:~li3;s ,~hentiqn:ed ~~?J~~:qliestl;?rt' :o;f ':~l~a'li:;r:3 fb:.3.:1ar,i~,es:"~J~(;F' ':: 
, retained' aCc'punts ,,;saJr.;Lng',tha~,hi's"'{iinpr::;:~sqiop:x'/a:stnat tlles1:1,')1' cit: ' " 

• " " .,.';' ,,"., .;, .,"',', .,' .,::',-,' t:': l.t;! ~':. "~.'_'''' .' ~",c< ,'/4";'" )" .L ",' (1;''1- '-.'~~,: ';'~;~-:-':"o/,.,
ttl,sse, t;·,(:) :t,t!~~,S ',:h~':t,l?t,Ra:q.~y',;~;f',~,~p!" ()'~t.~,rof:::~~J'()(, ",o~~::,)9~111~~:,l:}S'.n~:..,:, ' ,,' 
As you ImOW,.:we:conslcer,lt."lD:aJ:)p:ropdat,~ t9, :ree;ard!,nthe:r: of;, th~~e,,", " 

, holdings .a,s ,p:~ rff;, ,~of <()lih;, 're's/'l:r";vr,,s,.,~~s e,~,,;;;f.ptexaJnpl~"tl~e :I)entl::,t;f,u:r!.l~:t;~, <:.. 
pqragraph I, of,ifny .. 1~;t,'t:er"{9~;yb}l,,'rpt?:1~~re;';2'ls;t;.XJ6\.'eTrl'p§'r rJ;i;l44}~.~,,~, ,rrllJey';firer:;~~:;" 
the mini..irnilil ope:r:atil1>:;, hi:l.lancEls 'oft;aeaTers and, husirless ' compa:,!thes ,'::, 
necessar'[" :f.6~r,· -[he"'claY::"t'o;day:,;coi{alhct, 0t,tli~;i!i,·;a.ff.aJii~~~I:;, "rl'h~Yl(8~A~iGi>,' 
not' be licliii(:i'~tdd'i,)~tlth9,ilt; aJ;~'a:?t1:bdb:' "6'o'n8 eOlu~:li';e's ::' ~nd' ,j_n":,f~c,t" :-idi:J.Y', 'He-,,:' 
to an eX't~Dt~~'{hicll~ can;'1ot /?~' :'ca~¢2~Q.,t,~~~: "r'~s~rve~ ;aga~'ns't.;,:(~re,~%~j:s;,~~ ",on::: : 

, b~1.sirJesses~t ~curre;nt/ c"oinra:t'tm~:ht"s'4 ;~:'~.f·Bu1~·fi.,-ih1:1e I::or" tlle' ,1aoo"\r.e·; ~ceas'QFis~' '!'le .,' ," !., 

should rJ.,Gpr'e¢ate 'fany :S111.~g~~;t.:i.o~ ','tha:t,: ti{~l terhl3: ,sho)Jici>Hie- ~;ak~ri'::~:h~~:"', J,',' 

aecburit ,in an3r .c'QHs'ideirat.i~ri~: d~«;u:r>ex2l:i;):11'ge:: oaI3s[e;{fs,,:~,1";e: :'sh'6\;t~,rf;;:ti'1~e !~;p~',:; " 
avoid any 'mise.ppre[t'en'S:l:9;lS::Y{hich:111ay:G~~3t is tothe,::5:iie,of"the,:1)~iaBc~?', 
~n~;, C{uestion.;:' '.rheJ~m9.J:ll1't:s: :)i~;tu'ri1Jr::i:y:,; Kl\ict!.la~\e: 'Y~itllin',';T1a:rr:Oii{';;t~r:~~;~,s;,.;:: ~;t:,'~, "~ . ,'" 

froll1 month"'to: nlonth'but,';6u.. thE!' :ia:test';j,ilionu!.:1 tiOn' :availa8Ie'the~:'to;t'ais;' " 
t: ~, " ';' -,~ 0 -,.' , ' • 'I- ,. , ,"' . , , ' ;'." ," o' " ", "'..' , " , ' • ,".' '. 

Cl.re,: " ,i, '.' .. ',' ",,:i, / " ',' "-' 
.. '·,t ' c'r ;: 

"-',' .Re~aine'd '~C-c'6iints$140 rrii'ilion 
"" 

: ' " ;>
:', ",b~a:l~~s',l~aili'ahces'.,' ',J: '" 9J;m±~1±on 

I, " ;,,';t"~:"',') ... "'~'.~.~>\,. ";::,,,t~,.: t '" 

~" 
,:,>':.'j~'", .:-~ 

'~' ....,;' , :".\' ';< " " " 
.\".:i:;k\~·"," >,' ," ,." :J",o,;" 

Any future' ,c!1i§tnge'in thes~;:ltp'taI9:is:, t-o, be 'q'f:ill$:i:2;rl~f~,carit' >:' 
.,,',2.mQ\.mt, Eil)d' th,i:i~~:f:j:g~.:his:,a:r~J1#t: 'f.'9t;,t,.h~: sta.t'e'd;', a1:)0:ve .. =l:{l~:tUCre<1', " 

" 

in onr net' go~d:'an(r'd6~:t~r,:,:ba::Lari:G:0s"'reporteQ: to 'Y:~).l~,'.>,' J'; ","r!, 

B~+anl{, ·e:q~~;- ':"." <v.,'; , ~""~-;~<> " , ," 
Din!c t.o r :dr:';Mcirie,t.~,ry'R~:sear'cx.; 
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't;,I(, Cold c£;::~X 

Belgd:tmlat:1l1 had ,cons1dej.able' i"eserves of gOld ~. the Belgian gold 

stock wae 'jne of'~the .~~~stin the ,()rld, amounting 'to more than BF 26 

milliard. Thus the s~tutor;t'qover ratio Of 30% ,for tbeBtllIl~ nate 

eirdulatiQn' _sstill 81DP+7sec~i8.lthough the regulat'1en requil"1ng 

it, had been abo11'Shed durl~ t1ie;,~'.; But it Belgium was toma1nta1n 

this' sound pOsitlon ,it was ,essent~lthatno ·fresh a.dftnce was ~~ted 

to the State beye,Dd the liniitsa:l.i~~rea(Jh:ed. 'l'he aefl-iLng ·for:. such 
" • • ",~., 1 ' • , • -, 

since.. Advances to' the :statElslj.OUlcl'be:~~stood as :tnclud1ngJlCjt 

only direct' 8ti~j9 but als9 ad~ees granted tofo~1gn ,Qountl"j;es',v4th

in the: scope ot payments~greement8,VJh1ch amaunt.dto .m';, 12 illl:1ucl. 

If the countries. "Onoerned ~tedto obt$in Belgi~ ~s, they1'tltitlt ' 

deliver either goods or gold. In taCt, Belgium h8.dbeenreCfjiViilg,ig014 

tromabroad. S~e thesuspena!6n'otsterB,ng con:vel'tibilit;v:, OtrBr1t8.1n--....'-~ 
had transferred gOld to Belgium tor. $It amount- ot..;~; ,1:3 ,fi411ion, or DF 

! 2,225 million. 
~ 

'SOURCljii 

B.i.S.PreSB BeV1ew No. 254
Dated December 31, 1947 ... 

Page 2. 


'\ 
\ 

\ 

2287?6 


http:OtrBr1t8.1n


, f_ 

" ,f 
-' ~, 

, 	 , ,,;, 

~D KIJ'tGDoM,: aQLp', ~. F~iGN' EX9rrl;NQi. '., , , '. ,','.' .. ' "',' , 

GiJ~' 

.' . The' ;trart.;to;;#rFJOe.; t;§ij.' 'THE'~P'0NbMI~~" 17/~,~~bi:.:~·~:.wr~,.;pi:tli;~Ddon:·

Bullion· M8rk;,t,~a]j(:bl,~i~UlarWi1ih'~ ,tratfic:.. ~':~·e:'g~rI,d:!.· .. 


'. " . The. ,bulltOR '~k~~~ ::t~·iS:··Q~Y..~ !shacloJr'of i ts'£~er'~e~;~,,'~Ths.t];tft~

notorilyof.the l)\i$~e:ss transa.cted:·by'LOndon.:.but ·ottlie·"hole·/Warld:;.turnover,.: '.

'hle iriteril8.ti~ :~r~iC:J;n,goid:'has '~eldQDl>been lar~/thali':~r.(;th&p8:st,'iew: . 

.mOf:lths, but all .e:itc,p~;:,a@-l P1."O,part~oltJs O;f'fic:t8.l businesS,' 'i~e~~~i:;~rr&l;lged 

~et1ree:n central.~s':ana; ·QOVt;S· ,and. of,.'no !mmed1ate :.1DtereSt:;·;to;·tllti.;:ma;rket,•., ·In,. 

Lond~n',.f'~elfi.y:t~.~,~~~¥£.~: )~;~tr~. fa:.: ;int~};~tioLia1 ~~~a;i:~~,;in:."k#t.~bIC' ~h~ , . 

pr:1va~e ~et:din'·gpl(t:~s:(·~wdW;tildlea,torWnOst in8iglli~:tc811t .. prQP.o.~ions~ . .' 

Some .h~pe' .ofa,'re~'!at:};A~,e' ,~~~~n~oJ,<i jiltlriet. oam~:Wit~f:the ';'~':~~'l.~ ",eXPOrt: 

float,8oheme~, .~ntrqp.~~$!:·~Jm~~~~ ·~-Ji:llg+at;id at· the"~d·.'ofl:11945:;,.~~;. ~~icl:l: .. ' 

the authQ;"it'~~s ..pQ.~I:·\a~:;t!ie ;A:l~SPO~'J)f::~he>~ket ap.fP!t~~'al~Oti../~(;:~ni~'Ol.lt· ,;0,.000 

oz.s, of. gold .i1i.~<eri4t!!Cl:: ,tor~~:.~:tp,.:~.t~:C!t< pr~c.~:S~s~d: ·'"aP:d:~~~'~~~~:~e~l".,· . 
,,}itch would yield a i'r.et~ infQreign,;.•~nang." be"~Jldt~e:bar8'ja1ue . ·tp.'.bUllion. 
At.ter ~videno,~: o~::e,:l$P~~. ~.,,~:~.p.;,,@ub¢t~~~ .to' ·~e·;a~ij~~\ti$~S;'i'::t)l,~;',. .':~i~~'t~e··. 

"float" was: r;~;pI~eq"·~:~9te~lie~;~witlfa:·" ~~~·~t;>9riU'~~ II'··. ";As, '~~~~~~'or,:tli!!S.ti;~8,l1te)~ 

men~, the.gol~,p$ri_:tlil9,4·1oa.t :~.:-a.ppr.oXiw:a:1iel,. doubl~d ::0,. .''the ·~nd"p+J:'.194,7;., ."," Owing. 

to ,the' convertibttit ;.:; mSis>la.st A.' . 'st;·tlie·Sa,g :"bOnus"': arran ein~ntC~;1D::the'

~Xpoit-tioat;.· ,SCb~~~:·.~~~eli~,a:.:.'.;~~~;~i~ft7.t4e"~~~f!.~:{a:~:»~;i':r.P(j>}OOOls~~~~, . 

. but·. 'as ·the', ra '1dit'/·.,01'·its·;,'turno:n,r'1llCraased·,·. tlle:Xtac1fth8.~';'th~"Jsc ""s", 	. . '.' p ""~ .....,.... '..... ".,... .. ............. ,.",.: ,..'".,'" .... .. " "'" .. ".
n ".. " ) •• 

deprived ~. tbe supple~~~~.arY:·;,ft!il~a;se's:~drio~i·eli~~k::~~~, ~~m.s~s'J;;r~iC~. ,ed,' . 
under. it..T~~,...~~ti~,,9r.~~'l1QeJ!lef;iswaS~d·hO~t;Y!l.WJ~ilbj~(Jt;~~',;~6:~~~~,,~'tr.in.;. 
gent t3~rut~, ~4,1:·::~.>~i¢'~;~" ,gp~a~~r:,at,t~~~~9.~.w~~L,g!,~;D:,·t}j~.!9.'4~~~pa;y~on:
of the e···' '~s:~ :'~ :'IDiose~:to:;,:81;'er::f:: .....,;.ei:.coUritries··)Were~:·dfscOtQ':f..~:"':'iandt:~o_t~a:lli:l 

• ~.,,, '4.... ' ..."."., ••".~ .' • .... d.. • .... " .... ,." ..... ,,!!!"e.;~, .... ' ,., ..... 

oDvious 	abUses" at· :'tl;Le;/sQhemi,.·.~:were·,reip.ea1ed..· ,In'Deeembir·:1947:repiaoemefit'EJ";!0i' .. , 

oldiri thEf :rl~:t,\'fS~e<,noi':: fJr:'a1i_d: . aiiiSt e~'fJ:ol'_dd.iM;fr:j·~·:deilta1· 


.!J+oys .~d .t~Il~:ri~,~::~~:;;~~~?~.,c,~~f;f~S·!.li8p.~~~~1"~.·~f;~,_~~~::~~~}ied-. \' 
ding;r1ngs 'irl!'~' ~f!I:w(,~«?~~~.s:'~o,.~>.a,sc.~e:t~t.. :would.have :~t~sf'1e~~(~~~!;~:~~.l:"~~.;. .: 
their· marr~g!&bl:'~; pfl)~t~!J;l<t,C!!r "@.t.Ie!l'st tenyea;rs.; ·:.~le, Q~:i;lFs;.,:t)~if ·':eno~ 
dental gold to"ftU·..:a most" iuiPrOb&ble ~nUl1iOer·, and si'ze~ or cavities.: .Since' the 

., ' " " , ",,"~ ,J '~'" I' i > " ... ~' ~ > 't. I' ••• ~..• 	 1 

end of 1947. tl!~., .~¢:'t~n~~1!Y.~hem~' h.&~~.~e'en" fut11~r ·o;ur.t~ned:.lr,r _~~( ~ " .;' ,stricter' 
system ot· a1r~att!~~(t~;ij>O~'(:'liic~~ce's,.fl~4.f~~. ~~~ ~o~.;:se~~. that. th.~..;-' ,> c;':'f~~~ ;.' 
business is a11nost:.~ei('fg1b+e'.: ·E,,~· l~t !~ar.' ,bo.we!:v,e~, the bu~l,ne.ss~ :.~~~ :,~a~;7 . 
the expcn't-tlQat. so~e·"·_s ·~onsideraQl,.. IeS's,'t~ the' substan~~.,turn<?~~~, .~()m 


purohases an~:,~ales :p~.'t[•.s~.:·do).~ai~··· ~ichlL.Ondo.~' :del~~t~",rere .. ~lci?~d:·;,:\tig:"lUm~le 

prOvided th~:r,i,;ACt~~'!l~:'~t~diar4.l9s~et~enPiinil!P83Is .~Ut~i4e~.tl;l:~::'::f#:;r~ng " 

area. ·Permission,to~a~ .in:.. such. tr~~aotiOris'ha:ti' '~~~n:~grant"d: :1?i'~ ,~~,:!~ 

of England to~d~' t,h~" ..:~~ ·o~. 194£" .. atlCl,the '. bUs.1ness,~red·~.911sid~~~l;~.~... 

porta.nce dur~~,:~)le,·~t:;E!~.:~~ or, lCJ4:ti,.~;upJ:~~es '~~r,~~i~tr~~~::~~~,·f:~~el,. . 

from :M~~c~J9,~t~~~~~;i~u1i~·~er.t,~~.i;~: f'l:"0IJl,~:rd·;~~~sit.s;~~~~~':;~ . . 

Londen 'by, non-reside~~·s'::anp,'.. dating'~'; tQ pr~~~'.yeaJ;'s •..• Mos,t9t·.tlie;:'t;mY:1~came 
tromthe n~<il;~,I~' F~:,~~#:!' ,.T:he·b1Jl~i*~sis.~~/~~~4at F~~.:s.:""lj:p~~'?;arie<i .' 
considerabl,. "f'rO.mtne';ot'f.icial:p&rf~i~8'. .~PPlf~s or~ g()ld:-wer:~.rf?li:!ipc9~ .~om 

. , '." " . . ", , ' ',:",' ,., ....,,' ',-. . ," " ',.', - . ,. ,';, "',,' < .'~.' ," .' " 

. 	 " , 

." 
'. ' 
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Centrai Ame~?~'.~,:be.twe~10and20% _b~ve th~U.S.··Tr.e~W:r,ypr1oe ,of, $35"per ' 

oz. Prioes~~dby the ,ultimate 'buyers in the Mi'ddle' and; ~FarEasterri::.oountries 

a.t. times sh~d' premiums: or' up to· 50% on the u.8.,~ity:. T}jis bUs!nessWas 

stopped in JUlY}947 as a. result ~of the 'I.M.F~ "s 'gOl(l,ed;J.ot•. ' It was n0t Un~il 

,the fol1()wi~~ber tbat,the U~8., Treasuryi~sue.dne)Y.,regUlations :speeiti 

,oa11yprOhiQi~b,1g,jhe'exwrt ,ofg<::>l<rattheser ll$gh,8,r "pr$o~s~, ,formore,:thB 

four months', ..'tl1e;refore ,:: :the 'N8wYorkinarkirt /waspic~n.g.-qpthe 'in~ernat:fcitiAl ' 

gold business::whioh Ion,doi:rWasrorbidd~n/ to, touch., '':r}ie ne:W:,U:~8.Trea:silI7regu

lations" ho~v.~,,:left, .~' ~tere,stingloophole' Whfcllt,or,:&; ilho~' ,while al10wed 

the tablestci be ,t~ed',1ri: favour of' London and8.gainst, Ne",Yprk. These regu

lations still permi~t~d."tpe re-eXpcir,t,of" prooesseg;: go;td:at~cesabOTe ,the: . 

parityi ena:pH.J?g.':'I:I)ildon':de&1ers 'to: 8xpOr:t;to:the,V.'$. Sheet)gol9:~' for.'wh1'ch: 

more than the ~ity ·:~:l:ce.~cOU1d ,be, 0Dtained. ' Thfs',:busi.liess::stdited.>,theBr:ltish 

authorities; . silice' it:Yi~ided dolllars ,'at ,a .rate of .aro~4,~~A~~· ()z ·~:triStead: of 

the return of oJUi:$35'~~r oz'ob:!iain.Q ••ngold was sol;d, ;~~ot~'byth$,Br:1tish 

to the U.S. ,Gov:t( ',Th~!1·.ostensibly,:mtended:',for mariu.f~tu.rersj', she.et'goldis 

the perfect, hoarding . medium. ' 'After.: theU.8. authorities 'bad;'10QgJd:'objec<t1ons 

in' Loridon~ ',thlstrartfc,,#as"stoppe'd~arlY'il{:JanUs.$y., by: tli~ :s~iTrp;te:;'~eddient ' 

of refusal by 'tli,e' ~&nlFof{En~;tiinQ: Of: :e;Pori Iicl!iiC~s. '$~r,l6~~::~et d~~'~atioD' of 

this tr~fic',' theieXpO'r:t;·of ,m8:r:iUfao:tu.redgola. frorii'Britainlj~s'<b'eehi:¥.eP;t d,oWl'i 

to ~ry Smat1 proport:t~n.~!':·, T1ie,eXport~,to'r:ion"'<iollar col;ui~i~s: ~e~~·no~ regu

lated by a: rigid, aridJrJ:L$~ quOt~o 'Licence~~e "of ooursegre.J;ite:d ':ni9~~~egii1ar... 

Ii for e~r,ts'to·:doil~'eQuAtrf.e's,' '~ut;'thf~:bus~~e~'s ~s,,'~~it,ber.)a.rg~:,: nqr, 

in terms of ,s~er:J.ii1g,:;pariic~ltprOf~ta1:);te~ .. 41~0uglt;ri6Il4oli ·,'ijl~{)N~~ .:i;ork;, 

the II1B:in' bUllic>!,l' ,marke:t;:i,'ar,e ,t.'emporarily' mpede<l :in,.. the'~,r~nteri1at\tpAi:i,1zold 

business by tb:~:'restrictfonspla.c&d' on ,tree dea];ifigsl)y the:trQlin:';c~iltto18"aild 

at the inst1gat:i,0h :of.t~e I .. M~F."this Q-oes:not' ni~an .tJ;lat noa:ctfvef::if!~i#rage' 

business in goi'd':cantakEi, p:iaoe. Oil the oontrar:n' thegold·bu~n.;s's:,T1n'th'e 

Middle and 'Far•:East bas:seldom been.mor,e "aetiv~~, ',This ba:sis 'for:':t:t' 'fs,: the. 'ex~ 

oeption&! 1'ibar<i~'s' a:ppe~~te. "In' 'sat:tl$fyi~ thi~,'\d~~4,;tlie~~iu:i$!"'Iib.§;,~' , 

all others,' ~ye,oorrie}~tothe~r6Wnas th8clWilpioli bl:tlP~.;~~~etee~'s:~::}l'ney 


are the main ,agelltsfor,.,th;ts t~¢'f'ic in gold. They buy la:~gely' f'1.'Qm: SOl.?-tP , 

America and ':Alli~siriia·,,}J.rid, their supplies ~e ~so :fe'd; 1~d1r&'~ty l)y?t,~e :~oins , 


. provided tl:n"ough ,,~i1;ifil;\' ariQ ~'Anieri:oan initiati'V;'8 '1r:i:Gr~ece;and,othEi.rr;'M!d~~ 
E~stern ~~~tri:~'s. .T~.t:.";sel1 .~arge+y. to ,ho~der~; ~~,t,he ~~ddl~,,~ti~,~~,<,$ast. 
The pr1ceper oz', it?-'H6~;>Kqrig"~s J?~en!as~igh .:a,s ...•. the "~:V~:P·~~t:A~, .'5~:"1?P.t . 
is now about "$47~ Ili::th.~~."MidQ.1e Ellst :.the ~1c~ :ts. now.eq~~~n.1;~t9::'a,DOU1; 
$41. Th~s~ ,ar~ :jrl.ces'..j~~thepas1;s. or ,whioharbi.'~:rage·'·Js:t~~r~Qe~d,
their disparity is a:Jl1easure, 0£H.thf3 _obarge:s". t~t have :~o b,e.',inc~e(t in :tli1s 
gold traf5:r~., The :pt~!;le~::pa1d::·by,tl1~::Ultf~t,e~~l"s·.,~ Ph:1~':':~d~<~a-se~e,r!J 
are cons:idorablylrl;gher,'•. ',' •'The, DiAr.ket;in gold,b(9~s,.~l 'theril8.t.'}(;s:, of, :'d~'I?ru.~~QD: 
,and disor~8ni~~fQr(e.~f3d'b!,~x.~li#ee' ~0ntrol~,~~:,~~ioN4';~liiI?,o~~,.~',:~r;t, 
licensing eystemsof. ·widely- VarY:1ng':d~gress ,of :ihten~itr. . Th~prill~ipa~oo~on 
tllread that rUns t~oilgh the ,markets fs the tact' :,thatallrre~Pr~o~s:.are welf 
ab0Te .'the,~fffcial:~~A#:tl,ons•.. ;.itqther of, their ,:cli.Rraoteri~fq~, ~s~;t~at, wherever 
the' metal.:ts, q9:"~,d,:,~~,!terms 'b,oth()f. ::c;ollars and ,siierllng, "the, quo~atiq:ns, prC!)duoe 
an equiV8;l:ent:'bf,.b'o~t ,'$~'~ to t}ie, ~'l1i14.' ;' . , 

One 'of the' 1!>:tgg.st g61d '~kets .~ntl:le wOrld todaY, Q~j1' '~e biggest 
in Asia, 1~ ,at "MacU:;' the :POl;tugUese' settlement at, the 'me~ of the. Canton River. 
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. It is·reliap:t,. .rePoi'tedt,czl'.haVe ,abSQr~'ed. moreg()l<i ~during"tn~~:~~t'Si~ month's ' .• 
tha.n ·a:nY:'9th~r ,m8.j!oket. iri>tA~/'Worla..:.; .. "off!; "Qt::th,,;~gol!di·4§.';c9ip:tnrt, ftOm/;MMiQQ
and,the.'y,1fg,while:the..bid&icfi. is "tiOlri',v.S.r'i(i)us, E~QpE[an::a;td ;'~~q~e::-E~stern 
countfies. ,: '•.c8:0 is the,.~~ cha.¥rie:Cf.or golp. erit~il):g;o~~;'a:nd:ia:E:'so~B~rtes 
,as: a ,distr'fbutingcen~r,e· ~£:Or tlie ;~o;r~ ·,ot.th,.'; Far' 'E;~s:t:., ,::~e .c~Rac:1:tl.,9~· ~~. 

. Chipese' market.to, &Qsorb;/l¢ge ·qU&llt~1?i~s ..'ot,·igo14':t:!,tf:pr±~es,~9!J.~' 8.p~:'5.~d . 
, 100% '£+bove ;pa#tY"i~, a,;~:z~'"pb~,no,.AQ~., ",'pUring;'~ll~,~~; .P'~)(7~·~~bru" 
ary 1947, the '~~s~,..:aoV;t:·solalg61d: 't;;rr, an,'a:inount:,.~sti~ted.·at·;:Z' :mi1:116n;ozs 
through t.~~. cerl~r~,:b~ :,s;sipar:t:ot.·:~::eamp~~ .to,:bOlst~:r</Chi.;~~' ;C1lri"~,#Oy;•. ' . 
9n 17th.. Feb~:~94?,." Ji~lie~r, ()fficie;l s*~s. \WJ~e;~ '~~p~#de~'AA~,;~r:f~:t~'
dealt . s 'were.'declared 111$' 'al. ,000"·:t'b<the': ,iriC'reaSiri )'demanc}:'::'a: 'Goa' d'ea.l:. ng . ...;.,..... ,.) ·'c. g ..... , .... "n&' : ......... , .'.. '. ,g.,." .. ",,:., ... ,.,,; .. ~, .. , .. ',,' 
ot sniUggling:~~'il~:r.~,:t;~<~,t.~Qirig:c:ont1ri~d:.,,"J;t.f{,at,th,:l~':;j~~~~~:: that:the 
d~eIis.t.~~~ .. ~~4;rd~1itf:.r;i1;~6~~q;:~a.~.; ,,:f~,.,ug~.:n~t~~~~:·.•,j~~1!W~::;.0t:th,6 . 
I.M.F."thereoym,s n~'*~~i·l:tar.~9.i:t~~,'~r~$~,~'.:.1Ior~ than: ,hJ:'mn\li~!l~~s"were
imported.. 1:ii1io '~~f1~, 'ils;st',ia!#', :an(l'~;abou~,:~50"QOOiz~: 'dilririg~~~.", .·::.,~ejen',weeks 
ot '1948:. . . At ·th~·:~beg:lilriing:!,::f,JnPO~ ",;li¢'eI\Qes':;I!~e .iS~da1vtlie>~ \;~cao' . 
.$J,per . oz;. ~:q~,;'ra~.t,· ' ... ·P:9.:'P.~~i(:·ta1!l!e,(l.:tQ·'M,$?,'p~ "qiz:~,or.;~,~, "L'~~' .:&lld 
'M$3 ~r os f'6rc~::, ">t~~liS.;tt~,,A:iCltlPos~i? .of'::l(;)%'~~,,~l1fV@,~~ '''~e~rhas . 
to 'be m8.de in 'Macaof:dOllars W:lth'::the:;'BariOoN8.oionAI 'U1tra.mamno'., ;..J, ., . ,naif: led 

" ' ....... '.':'~ '_'" ,.~- ' ... .' _" ,'.,' 'i,' ~_ , .. ' - .". _' "-, .'" 'r.' - ,,~ .• '. ""'.~,\'"-" 'i~' ~-.> 


toashorl.a,g~ .Q~~·FJlii.c!.?',"'~~l,~S.i~~j :~~, ,~:::re~t ,·.t~~ ,;;H9~ij:~()~::·<t '$'~iwti:l~ll; '. 
runs normaUy,~t~~"'·is,'peiJlttq~t~s1::~'!I:.,~:.~~co~~':l"ang*!ig:,~()m. .:,t~:?l;~. 

, . 	·.The importer 'uso h~s" ~()"\S~e~d~.l~;: ~~:.the<A:mer:!ie~~,e~1;1ange 're.q' . ;~:~~o; 
.finance the' ,t'r~ic!~ :,:r.ti~;t;o~ .tAe::.:,g~~·~:~~:f;Et~g~~<?-!,1,::~;o<Qhi~.'~~::.'~~~::~~hg: ~'!" 

, .the current :s~~~,.~~~~~?;()p;,:ff9l!J",~8C',~o~iH,'iJi]t.Q~A~,}a,~~t;,:~~~~;;p'er . 
tael ~ but there,.is,,:eJ.~o;,a:c~~p+~~ra.~:I;~:n()1'f ·:rn~e.~4i~~t:19;n.~9.!<fI~o1t;;, " 
~oonandoth~i;~kets;iJi·tge~' Eis~.· ':;r~;··~fI· .. thqugnt;f·by":somerQbs~~~~~'t~t 
,imports 1Irt9. ~~~:-this'~ar :'w,iY' tQu"p "~mp~~Il·'·()Z'S.~ ,.... , " :::. '.:; ,," . 

' .• ', .' . . "-,' '-I:, ';: . ,", 
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Aprll 12, 1948 

.., 

UNITED ItINGDOM' .. ·GOID AND FOREIGN EXOHANGE,.. " ,:', , .." ,.,' 

CURRENClES ANno EXCHAQ . .....> '., .. '. ' . . . . '.' ..... . .' 

. British Etpfuilige ;Situatt9D ,The,' Brit'ish~ss of. 10/4 ~port~·:~d. oom- . 

mentson a'sta:t;EID,Jent by' SirS~fQrd'Qr~pps .ta ~thee.fr~ctthat:tl1~>~fti.'Sh 

Govt will no longer· publfsh':mon1;h1y :figu:r0i9sQ~ ·gross,gold.se1es..Qf:iart~ly 

statements will be fssU~d:hstead:.~ '1'11e O~c~l1ar e~IQi~ed ~1la.t,mtl.i1tn.:l1'·re... 

ports on the drain ..6* lh'it1shrese~s~ght g~~ a:d5,'sto~d,p~~~$,·I~p,¢-' 

tio~arly in the ne~few' monthavihile .ERPfa camiIig "'into 'opera:t;:ion!I;~,' ",Dtlring 

the first quarte~ O!.' ,19¥l'~' .1.4:7 JDilUon .lla(i .~" ~.o b~' :r.9und.. ~ql!r~:~t:fi;t:sl!~Old,

and dellar res~rves :~a .meet the current •deficit. l.n . tlle·b8J.~ce·, Of:~yments of 


. the sterling at;~a., .i:riclu~~ :theU,.J~~0n~s.l Jan~'(1l948>the e'entr¥i;l:l91d:
ings of gold and dollars h8.d~oulitedtoi512 millioli~.' During ~e,:f!r~t~qWlr'" 
tar :the .rese""S had· bee:nreIn.forcedby·theSou~ Arr1!oan';g61d,:r()t#tj:';otJ::~,.80r . 
m1llian, ana the rest of the, U.S~, ;J4ne' of credit (it' 74~IDiUi~n~·I~a~;pe,f,ri': with
draml. ··Further,'.11·mi1.1iori ·:ha:d!,beenl.WitharaWn fio!!i·':the·.·08tJad:t8.ri,cti'ne,{6'f . 

credit and. IS, lDillion ,from the ·i~'M;F•. IMia&lso:;'1iad:dr8._~.i.. 7'miiii~h' 

from the I.M.F. ~ecomb~edertect 'of:al1 theseo~r.tionswas:ti:l8:tth8 

central. holQings. or" 'gold arid dolleU-sinc.reased .;to '~,;:'5~'::mi~H;on~i <)+~t . . 

March 1948•. But stUns:rBceived' during the, quarter' in r!i~nt;Or.eeli1eht:9.~··th;e 

reserves, had to·· a ·.l,u.ge extent ·be.en:·:~on...r:ecurrerit.• '. Tp.e;iq~c:~~l~r·;·~~.~~~te-< 

ment shows that the overall dollar. drain fr,om 1st January ':(When <.the,·central 

reserve of gold and. ..dol1a.riarilOunted.·to ';1.512 mit'lIioli):'t'i:r :3ist,M8.rch:i.wa1i~ .: 

rather smaller .t~;had be.$n,iiidicated:1?7 the TJ;~a~,~:s;·.moD:tb;~~;is.~!i~,e~~~j;,s 

on gold sales,: namely l.'147m:P.lioria.gafli'~t .. 1~9~5 m;q:J:l.Op;o'Ph~ :~$prtip

anay between the ·tWofigures,. i:se:x:plah.ed la:rge1yl:>Y:<"~ t:aati·~~t:~~~e;; . 

monthly statement does n~ttak.f.':. ~c<oUnt of;'c~sin:the·,:s,i,ze·:~o:f"~U~<I{,.<, .. 

current dolla:r: balances. wit.h ,U.S.·b8.n.\ts·.- It. rio.'a:ppe,ars'th&~':thf)sei;S~~. '. 

sOme it 12 milli~ 'h1ghetat, $eenqof ·~c.h~· th!7~~~a>:til:f;;·::~~;:~et'#rl~;ng. 

ot January. . A;1i' inter~sting···:f'~tWbiClb.· emerges .'p.roni: 't1;i,e: 'e~<iell#:~~{~~te'';' . 

ment is that tlie centI\~;t, r'~:s.~rns' of gold .ana d9J:l~~' ~~f>n9~;:]:~~m>p;L~D.tei1t~d: . 

during the firSt· q~ter by~qui::iitions .'of· gold ·f~.~ .. ·oj;l;~r',st~*,~~~·· , 

countries - other th8.nthe",80~ Dlillion. 'gold loaB.eo:taineQ;:t.roni,ZSOjlthiA:t.rica. 

This is iIi line' wit~ the·r.eo'ent ~~ement th8.t·a#Y···def:t~:1~'SQti~?#ri!-C'a .• 

inours with the. U.K. ··tfd:s·'riar:Wfll 'probably be>'coV~~d::bi:.the·;U#io~~i~~'ljo[d~· 

ing of sterling, ..,h:tchwascoP:Sid,~:t;19:1y~eased·1~st,:o~A~~:A:~~,·~oifi~t~~ 

new production, of·the South':Afri'can,~s,:the ,oDlt;'~st;erl;~~a 


source of' gold ··is .in .AuStrali.a.. 'All, .sterling~a;re~ ·so~eeEJ··oth~r::~:t~'\SQ'4th 

.A:frioaareest~ted< to ~,able to (S~>ntributegold. at...a· ~.a:t'~orabmi,'ti'i~>l'. 

million per month ·to the central ~l!" but eveD·th8seudnO:fcGntr11:>u~1\e.~ . 

do not' f1ppear to haVe bee.n rec.ivedC1lll"ing: the. first .. q~~. .·¥oth~~'·:i:P'!i.er

estfngpoi'nt fa that -Qiereeeilt pur.clia:se·of do:Ua:r~,:maaeDYIri4ia.··rrOlii·the,· 

I.lA.F•. has been braught intothe.ee~tra1 l)8.rd-curr~n~Y;'reserye~.· . . 


ThefutureqUarterJ.,ystatements will be publjjshea>·by·the ;Treasu:ry .. ~'at· 

canvenient dates· ~er -the, eildot each quarter'-•.. " '. :., 


Souree: B.I.S. Pr.sss, Rev:i.~wNo. 70,' pages 2 and, 3-" 

From ;Basle '. 


·D8:ted~'A¢l.12., '1948. 
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March 18, '1948 

.., 
UNITED KINGDOM, GOLD AND FOREIGN EXCHANGE 

Cm"1.ENCIES AND EXCHANGE, '. . . 	 . . . 
The Angla-BelgiaIl'Payments .Agreement The British press of l'7l3 publisnes 


details,'?f the, new Anglo-Belgian riIol;letary agreement' as.. anno\lD.ced by; the Chancel

lor of the Exchequer in the House of.Gommons. The agreement concerns'trade and 

payments arrar..gements for. the Pl9riO:d.19t Januaty1948to 30th June'1949. The 

two cOt1ntries have agreed that"altJ.?ongh. trade exchanges should be'w.aintained 

at the highest possible level, payments between the ,two mon~tary areas are to 

be ref;,'luated in such a way that they should be brought into balanc~ as SOOll as 

possible, thus avoiding further losses 0f gold by t4e .IT..'K... . If ,some temperer:! 

transfer of gold is required. in the early part of the' period, the' U.K. will have 

the r:i.ght, 01'1ce the desiredba:J,.ance ;isachieved, aild 'pTovidedthat: Belgian ex

ports to the U.K. are maintained ill accordance "w.i.ththe, agreed,'progra.n1m,e, tore~ 

purchase later in the period ,any, gold sold after 1st March '1948., ',The U.K. is to 


.receive increased quantities of steel, and also flax,.· :r:19.:rti1:ts~rs,<.,copper, ,arid. 
other essential raw ma~eria1s andmanurac,tt1re~:Lgood.i3,w!l~;le the Be:;t:gian Govto \" 
has agr.ee:d that the Belgian,rttarketis ready to admi~ imPOrts rrom~h!!l sterlip.g.. 
area to the greatest possible extent'. In ,addition,toassist in bri*gi.gg~p~_il 
ments int.o equilibrium, the Belgian Gov:t. has agreed that it \vill:,,', Qver' the 
period of 18 months, restrict drastically th~ aooeptanc~ (jf st,erling fi,-om coun
tries outside the sterling area •. When payments have been brought irito balanc.:; 
and any gold losses have been recouped to the U.K."the'tw6 .Go:VJ;'s.:v,dl1 consider 
whether there is room for increasi'ng these acceptancesofsterling,.f~om' outs;1de 
the sterlj.ng area, or whether additional imports can be licerisedfrom~the ,Bel- . 
gian monetary area. . , . 

. 	 . 

C0mmenting on tbeagree\YIent,~HE TIMES states, that Belgium appears to be . 

making considerable concessions. .The newcla!lse govermng· trans,fers' .of gold- . 

wM.ch are believed to. have reached .,recently not much :lass than}, LIDiJ:lion'a ... 

week - means effectively that BelgiVin will maintain du:r:ing the p~ripa of the . 

agreement the whole sterling balance of .27 million which she hasaccUlhulated; 


.	for, if a:ny sale ef gold to Belgiuni 16 requJ.red :tn, theeariy par.t of the ,per:iod, 
the U..K. will have the right, to rePurchase it later if :Slle canbuild:up. th~ 
current balanoe necessary to de so. Moreover, Belgiilin must ,sl.l.ff'er.'consi<:l:erabJ,.y . 
from the. inability of .otherc.ountr~es to pay her in st.erling, for no deubt the 
right to pay in sterling has been a not ,inconsiderable factor insustairiing . 
her export 'trade to Europe • 

. AG.EC.&FIN., 17/3, understand's. that, as a result :of BelgiartPayme~ts.of 

};, 4 minion for supplies received under Mutual Aid, t~e Belgian sterling hold

ings have declined sJ,nce the beginning of the year to it 23inillion•. 


Source: 	 B.I.S. Press Review No. 55, page 1, 

From Basle, 

Dated March'18, 1948~ 
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UNITED.K,IN~~M;':GOLJ);1!.ND:F0REIGrf$XCHANdE ' 
, " r ;«" ',; ~ -,,' :" '. ..' I'" 

GOLD",' '" ", ' , 

-.South. Ai'ricatrGola ;)f;~r,Gt{J;Brit~4lt, F;r'~'~ij;MEs, 15/3'., Surprise ' 

has been caused a.il6lig' ,b~ers" :tn' LOndon by the'~sclo,sil.re in the, ECOll0':', 

mie Surve'y that no .gold;, isexpe~ted to'reMh :the. sterling 8r!98.·dollar' 

pool from South Afrioa, ,in 1948,~other';thanthe:"t.;\80 Ddtli'oDihandedover 

tb' the British,'auth~ffties:a ";ittiiftth a.goundE)r~ihe,'IcanAgreeme~t ..The' 

amount contributed to' tne ,dol:t~pool :by, south,>Arric~tin·194g is esti 
matad at, 1.70 mil1ion,att~:,rori, 19#" afigtir"or:::~.71inill:i'o'lii~~';~~Y~:•. ,,' ", 

It ,thus appears that ,~h~ ,net ,:t;i.~Q.itiontilcori.trj;D4t:i,on,'to t:~e,]:lo:()l:$.li' ! ' , 


1948, resu1ti~.from th~ "¥an, Agri3~!!lent, over and' 'abc:we ~he con~ributions ': , 

rece!ved in 1'946 and 1947' ~,when.' 'tra..llsfers of' ,South A:frica.~ go[d ,to" 'Gt., ' 

Britain were r8gultite.4by};a>'#~~¥ful~J~',sa:m~;:'~o' tli~:Ba:hk'~~~.~:,~hg~~nd)i , ,.' " 
will be liniite<i to':li,10~m:tlJ.:i.ifn:~, Jt :h?,:d peen Ji"Q~d tgat(iii,\~d4l:t,~Oll' " 
to the tra..'1sfer of k,gO,:!)li1l'ion;:i'r,omSotith'Af'r.icat:s,accwinililted 'eserve ,;' 
of g~ld" the},Tt.l\ti,::~~~4:"b~:~:;ii{~:~:;:t.C>·:':S1:,~~!igf;he~•• [~h~::c~ritra1F' ·":,.;d,9:I,'J;~~. ~;:" 
reserve' of the' sterl~g:";iire8:J?~,<:p~;i!'fodd:¢':pUr~~a:~~~f"~n ,',',.. "" ,d::;~~:1:a:rrOtR~,{:. ,:;; 
Sopth, ~ricadurillg\ ~948.,:<~:·~,t.,W:B!S;;~·~~~4~/t¥:·r,~ales,bf, g<?*d,;"Wig~t~::,l~ antf./' . . 
e",ent be undertakelVtopr6v;t,de ,S,otitn,;,,#!p~d~":~t4,:,the .ste,:r~,!,lig:J~e~P1~I:l,:t§. 14.:~:.', ,,' i 

cover ani ctl:rTent.adverse;15alance'of '~ntB'with' the .tJ.;K'~;@4' :;tq,e :,rest ; , '. ". 
of the sterling area. J;mt:, it would now see.m,tJ;tatif' ther.e":~it(:such,:a:'~',":. 
deficit it will be ,IIlB.degop!i'br sputh.: A:f'Ti(8):s~;:preserit ho~~~;n~,::o~;;;~t~I~~":':" , 
iug. The balance of: vi:~i~?l~ ,trade,' :i: s likely,. it,? ~?nt inue,: t;<?,\1*if aayf#p~ ,t9 " ., ' " 
South Af'rica during the pre'serit',year:, b~:t ':tt if? 'nq't uiUike~y t!iat::a, s~~a~~~. '. 
part of thesterlfug'.r~,g'llired,:to 'c.~ver that¥~~~!i11. ;i;!i<.t':~~~,:.b~/~~,:.' : 
nished from t~ pr.oce,~~s.'.,of capf'l;~ ~o:ve;mentCl"~01l1 ,G~;. ,Br~''l;~:l;1f]'\t,o., ~qll~l:i"' 
Afrioa. Any remairiiilg,';'gap""oUld; 'pfooably:be .::oo~~ed:~th;l!eJI.at:,:t~pt)a,~e, .. ,:;. 
from theUn:lon 1,5 existiJig: hoJ;(li:ng~:of' ,st'ar.li~~j.,;:Wfrioh'Jncrie~~~~;,sti.b~'l;,lirit~:, ':', ' 
ially last year since;' ihe,,:v.ts'ible;gap, was, ·la.r.gely,'covered'..,mni:":t:ne:·:st'erli~; ,; 
proceedS. of' the cap,it·~:':i~l~i:'~lJl\qt.;B~it~~~,;t,he;'ifuik,~:~o.i>pi~'~;~t:~~~¥~i::"::, ,i 

obtained by South Af'r,:l,ca 'f,r()Ill.'; ~a.:Ies .of p.ewly.-lIJl.ned,goj;d t()th.e':B~ ,of, :" ;' .' 
. England was aotualJ;y us.edfor'the:buildfnguI:CQf ,sterl-ing:,:r~se~~)~;: ,'"", 

. .' . . '. ' 
" , " 

" ,t· 

Source: . B.J:.S. Pi-~ss::~eitiew<;r-id!. ,53,'pa.gel, .... 
hom Basle',':"": , i.,,' .. ,.- ,',.' 

Dated Marell', l6,~,194g~,' 
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4e.,.lj)p~~t"of ihe ,qOio#,j_c1o~.1" :~;f'. Ofthe,8l.r~tg 

aft'a., . '~'<Phl'lt~ "'ri'8••~wou:rd ·~ve·, th8:tJ~l~ ·a:.,r~"'" 

".~. 2.Jl't.b.. h.'~~ . ~.~ZL,4l7.\Ull!t~1I$d <C!.l'.""mlli:l~ 

be ne.",c8.'Z7 ...o~J':'to'aa~ co'atltrt.'i,:~~~'Vi:Iag,~~, ' 
IltieJ'l1,ilg &Of,!. f'i'OJibUl:~':11l ~eU~S.JJl' ·~t:s"I.0"'••t,:~~, 
he,meJittODed1lex'li•• WliifCl,areneede4.'b ',·sOmeJar. ',Jastithl:, ,.' "',", "",...,. ' ..'1; .. ".'.",, ' . '.,'
coutJi;es.h,tht.,;'liq",~qut.~ei ;.xp~rts ,:~~\l&li1 aa~ 

doll.ariJ OD. ·the'CUrr.ent:,'aaoduat. .'li1..... i.;.,·~;uJ.'ei •• ' ··rt•
. ' .,. '.,. """' ... """ .. ,'. ,.~~:. """",''1,., ,,' '~"" 
...ou1ci''b~._tto', •.a,*l1Q,'are. CD~Ur1tJ'leB,.~~,,'u.Burma :Wli8i9 

1t tia• ucee~f~i 'th;ebHhdste~_4~~~~.. ' 


With"",~~n ......;....to;\heSOv·"!,'." •.· "'rBl·. ~:H:l1l l Q 
~lUI,'.. I!U"'.. ,~. ft1 .'," , 

)!J'.lrq, :..., .. fJ,W.'~li'"i:l ,~'t.b..f1,~,~c~.~il.lJlue topri8.8 
the 'o~.:r_m\.r'~u'rt8.io. ~':.~rlia&ifta to .,e..u:eG' 
to, ~a'b8cil.li~m1'D~" tb.e't:rne~~~~~'p'o~ ~ ,qo•• , ' . 
COld. aD.ii~~i' ,re"tve.. 8J).d ~:~.J~,~ea:r.a~.oJto thelr 
8~~1'11DC, 'Dal8D,:~II,.~a:t&' ,1IOk8ep)O:~ '~t1'1.,e~j)tttll _, 
the ~p:taiui &O,l;d..nnrves ,'totlie~o.eii p(jias1bl. fl&Q.J'eI>' 

Hr' J".. the. ouiliJiid ".~ .... "'<'l~')ihl. the Gov't "as 
1aplema••i~.,,~ts ~(~,l,'.o , . 't~ia~~iI.~~."gt~.~.Jol1:.&are" he.:ri ~J;l,~~,U..S"d; ',to' :ltS.m1~ ..~~ ~.··.~~,l~~ mt~ 
purCh__j,ofa.oUa;r.aIil/Q~I':li~'~!":,:~~d.. '!fhe 
reeul.tl' of .1.8·m '.•1;.,·hai?biGlIl :e:ttio"ol" ,se"rat

=,~=.·t:~lt~f'~~~=~~~rj:='~,. 

. an.·d. Ji\"~""" ···.t••. s8~,;;,..,.o.;.' ... ':".:''''''' ..hv' '." laO ' db'".' ·.·.'emeats.'.. 'OJ{ " ......~.... ,J~' '~." "." ... pe .......,.~.. ' 
un4.:r.'~•. :~ .l!t'~(~~~ .•~tl1q ~al8J&..awJ'tlD.o,•• 
d:r~,v.po.'~~t:,Wh'~*-'.!' .~:'''''''l~'~~ '~~••ar7." .H~.J'87." 1nt8do~ut:taati",,_,we"'/' ...., '.-.'.tii;,'efflc:lwt\b: '.
~ac.tcSati74i ,~~:",ez.i:~'~Ie;:i;~~~1~~'i"i,Jt~i:'V'ed. ~~~1~ 
Ue(JoV':~" WO.~4!t:'.liJ.:~.o.P~!8~t, ~~.~hroup. u~ciil 
defi'cleitct.' . tJt;.1ib.e' ,!~~,~ntril:It8~. . . 

Hz'~..J' .e~u_: that ..($OY,t.. "&••':1I. \ . . ·ared."to '.. 

=.·~•.:!~~~i~k~,.Jr:,~~.~t... 

area 'Bri4peJtlaP8\hfi ~qo_nwea1\h4t'~ ,,~. s'a~,f,: "t.hIJ;~: ~. . '. 
a'bo.veu.'I,l.l,O.a _",\U.08a wcnillt ''natI!lP'~'~ijre:u. ~tli'oJt. tl1e 
goldanc1 ~P:~' ~~~ •.ai4. ·.cJ~·o~ p~clti4~l,e ,~.zt~
C&pe.Ot'v V:lt'b.,-,fun:,l,tm1t ••. t!. ..~ ..~Jq .tate4tti.at •• t1~11!. 
wa.. ~~8 .~. pro~to8ODl8l0t tti,e·n8wmem'beri.· 01 tu 
sWrl~~a~.:~~~zMmlp' ~ t,~p4 .~tb.~'CO~II."e&:l~ . 
"1s 8oDUiltlilAcwotthwh1l;eiD.\h18 'wOrl;d~ .iIl.· C.OJ\Cl:.a.tnt tfle 
d8b~". Hr.~a~'llarqlW.~~A8ci~e't;l~ ,St.. s.a tlie 
Wh1.t.p..rto'i;.~t~lt,d~.iNo\iti 'f>f Ziep""Jlt ,of 
ssteJ.'Jllli'de)t C)l'elq)o~';ot '¢apttal.· .ahQ: 'na8eh4 ~at 
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the ·Go.v~t. ·:b8.d... :t;8ken~_as~ff~tlo·.coneeai. the ."ai·elje .. 
~off.h6.«.f1i~ft.~;, •:Iit" :,~q~a'Di"t,t~~i~":8t.\e~d:·~at; 
It" would ~~olit .t,ll~" ·~.·ft~••·. ,..... . 
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,C'onfidential 
," 

Letter 

., 

; " 

Uni:t~d IHiig~d~:'&;i(f:~a:no.DOllar' 'Reserves 
,,- . ",' . 

, l11e .,Dnit~dl{i,ng,dOl{,gC),ld!%n.d;d<:llar 'rE3serves :a~ ,Qf . 

September].O,' '195P,a;mounteq',',to:.$2'956,' milJ,±orh,' ThEly, 

hayeincreased rapid]j' 's:il1.ce"~h;it;time~, 'A YBa.rear1~Elr 

(September 18~,' 1949) thej;j1in01.1.nte'q',tQ, qnlyJh,~40Iliiliion' 

while at, the time ,0£ t~e start :of "thE? Erucipean R'ec0ve,ry 

Program they 'we,re $~',241~ ,..' ,', ',' " " 


The rapid increase' :~ince :'dev~fUa:ti6rl'-~'dbubled 

durii1g 'the co ur~4:o.f: thE3,' yi:lar:,ha:~. beEll;i d{w; ,I) ,to the 
 ,.restrict±:on d:' impcn:ts:frqri': ~a:e' ,d0~:la~area, ':2)'t0 som~ . 

, stimulati'o'tl o't e1..-p'orts:to<the "do11at ,area" by tfie deva1~t fan, 
,3). to 'U.S:~ prcisperi':t~r'and" t,0 'the, U~S~ qef~nse production ", . 
, program, wtnch:'c'aw3ed lci:r;ge'pur§has$.s of ste~lfrig, ,ror 
commer'ciaI J:>1iiip,Q'se,s', al:I9.,','. 5tt'o",'El:ktici:ordinary ,finari,'c.fa~, 
assj.. stance '. fra.-n "abroad;~',' EGA ,aid, accoUnted:, for ,65pe'rcelYlt 
of 'the increase. ,',:' 

• j ~ 

. :.. 

" : 

, '.: . 
" 

, , ~. 

" 

; ',> 
,.-.' 

C.orifidentia:I 
,. 

',' 
'" ;.. 
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U,S,S.R. GOLD & FOREIGN EXCHANGE , " 

2. Soviet Gols} Production. Exports and Reser;,z:es 

The accompanying table gives some .statistics of Soviet gol~ production, 

exports and reserves. In the table and· :l.n the present text all figures are 

expressed in 'U.S. dollars of present-day value ($35 per fine o'l.L~ce). 

Official statistics of golg production in the U.S.S~R. were published up 

to, 1927. From that date onwards information is available, based largely on 

percentage figures from Soviet sources, which make it possible to, give fairly 

reliable estimates up to the war. During the war, it seems reasonable to 

assume, gold production fell in the U,S.S.R. as elsewhere - and it has prob

ably risen again during the past two years. An estimate of the average ,produc

tion equivalent to $100 miJ.lion a year from 1941, to 191.6 would doubtless be on 

the low side. 

No official st.at:i.stics of p'oldexoorts from the U.S.S.R. have been published 
, , 

sinee 1914. But post-191S exports seem to have been largely.concentrated as to' 

time and direction: from 1925 to 1928 they went- almost wholly to Germany and, 

the United Kingdom; from 1931 to 1934 to Ge!"Tllany alone and, subsequently, largely 

to the United Kingdom {especially in 1937 and 1938) and to the United States. 

The gold imports of these countries from the U.S.S.R. have been assembled in 

the table together with minor amounts for other countries (~.g.,France and Switz

erland up to 1939). The figures.given in the table are therefore minima and take 

no account of Soviet expor'bs to other western countries or such Asiatic countries 

as Mongolia, Western China and Afghanistan, which are said to have received 

Ru.ssian gold. Reports of Russian imports of gold are rare .. 



. , 

From 1922 to 1932 .the state Ba!L'I<: published monthly figures of the officia;l. 

fold ~9seryde; but regular figures finish "d.th August 1932 and statements were 

made only irre~llarly during 1933, 1934 and 1935. The last figUre shown in the 

table, $839 million, applies to 1st October 1935 (and is the iatest shown in 

American statistics). Later fieures from German sources indicate a sharp fall 

to the equivalent of $280 million for 1st April 1936, rising to $380 million ~t 

the end of that year (and here all information based on. Rl1ssian sources comes to 

an end) .. 

A fall from $840 million to $280 million in six months ca.n hardly be acco1mted 

for except by (a) a change in vaiuati6n or (b) the constitution of hidden reserves. 

In fact, there was a devaluation of the rouble according to the dec"e·~ of 29th 

February 1936, coming into force on 1st April 1936, from the equivalent of 

0.. 774385 grammes to 0.184536 gramme~ of fine gold, i.e. to only 23.8 per cent of 

the former nominal value. Such a devalUt."?tion would normally have led· to a vlriting

up of the internal rouble value of the gold stock lm,less, at the same time, some

thing in the nature of a stabilisation fund or foreign-trade fU...'1.d were constituted, 

as was quite fashionable at that t:tme. Actually, there is some evidence that the 

gold stock was revalued at the new rate t and. all 11 surplus" gold (abo"'!e the legal 

reserve of 25 per cent of the note circulation) was transferred to the Commissar1.at 

of Finance. 

It i.s not easy to find any correlation betvleen Soviet gold production, expor'ts 

and reserves. From 1920 to 1935, total production was $730 million and exports at 

J.eas'\:, ~;;690 mUlion, so that apparent.J.y totaJ. production was exporte(~ except for a 

negligible nmOlmt; but over the same per:tcd the reserves of the St.ate Bank rose by 

~84.0 m:iJ.lton l It is, of course, possible that some of the gold coin in circula... 

t:i.on before t.he war of 1914":1$ and also prj.vats hoards were purchased by the 

http:Commissar1.at
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State Bank from the public; arid gOld'and.foreign currencies are reported to have 
• '< 

been collected from the Torgsin shops when they wers closed at the end of 1935; 

further, it. ts poss1.ble that part, at, least, of the reseI"'V'e of the Imperial Barile 

,of Russ:La (last given in December 1917 as the equivalent of some $1,100 million 

pre'sent-day dollars) was recovered and brought into the reserves of the State 

Bank (althongh'the gradual increase of these reserves over the years would seem 

rather to indicate an accret5.onfrom current sources). It is also possible that 

part of the pre-1917 reserves were held undiscJ,osed and that e:x:portfl have been 

made from t.his source; indeed, until 1934 exports generally exceeded current. 

procluc·tion. 

In conclusion, .it may be observed that ver.J little light is thro'l'm on the 
, 

present posit:1,on of the gold reserves of the U.S.,S.R. by the old figures' publ:tshed 

by the State Bank. But it can be said with reasonab1ecertsdnty that up to 1938 

known exports of Soviet gold, a.r01.1nd the equivalen~ of $1,100 minion since 1920, 

were pract::l.cally the equ:l.valent of produ.ction over t.he same period,say, $1,200 

million. On the other hand, from 1939 to 1946, Soifiet production must have .' 

amounted to at least $1,000 million, while; -known exports to the west were less 

the.n one";'third of this amount, s~,y, ~300 minion. 

If the total gold stock of the U.S.S.R. w~s, say, $1,000 million before 1939 

and somewhat over $700 million has been added since then, this ~would give perhaps 

$2,000 million at the present time. But as Soviet gold production may have been 

somevlhat higher than $100 million a..'I1n;llally during the perj.od 1941..;L}6 and gold was 

also obtained frOTI other sources (e~g. the Balti.c States), a !!iaxi.mtun of $2,500 

million for present Soviet gold stocks would not appear unreasonable. Such a 

fi.gure would be of the same order of magnitude as the Br:i.tish gold stock. (But 

whereas the British reserves a.re considered as being held for the whole COJTIJllon

wealth and are the equi.valent of only three months r BrUish imports, the gold 

228'791 
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, stock of the U.S.S.R. is probably equivalent to three years' commercj.aJ. :imports 

at the, present rate.) 

-Soviet gold exports continued in 1947, the best...knovm being those in imple

mentaM.on of the gold loan of $28 million to Pola-nd, concluded in March 19470 

(SEE NEXT PAGE FOR TABr.iStY~ 
; 

Source.: 

Bank For International Settlements 

Monetary and Economic Department 


Bas1e 


c. B. 203 

11 Brief Notes on Current Questions", December 1947. 
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Soyiet GoUt - ?rodugtion, Export§ Md'ReserVes 	 > ., 

~ 
: I 
\ ! ., 

.Reserves of,Yearly Production Exports State Bank 
figures (1) (2) (1)... . ,

;--1:-'n-·-m~i~l:-li:-o-n-S~O-:"f-pr-e"'.~-e;"'n-t--d-a-y-'-d-o-J-lar-s- .. -oun-c-e----a-t-....$3-5-·p-e"'~"' ,i 

1920 3 16 . 
1921 .2 5 
1922 7 

. I 
23 , . 

4 
\ 1923 I 11 	 - ,. 76 

t1924 19 o 124 

" 1925 19 43 159,
" 

1926 	 27 40 143'. ,
,1927 	 24 19 164,.1928 	 14 180 .',156 ' 

. ,1929 25 o '249 
" 

1930 53 o 421 
1931 58 

" f 100 556 
1932 68 79 645 
1933 95 69 7Cf4 
1934 135 87 744 
1935 	 167 26 839 ·(3) 
1936 	 181 12 , 	 I1937 188 201 
1938 

. 

183 
. , 

117 . ,
1939· 175 I 37 

1940 	 140 31 
1941 	 56, 	 , 1942 	 60 
1943 	 4 

. , 	 I'1944 	 29 
1945 	 11 ,
1946 	 34 (4) , , , 	 .t 

(1) 	 Accord::tng to the statistics of the Federal Reserve System (see 
fl Ba111dng and Monetary statistics'" 1943, pages 543 and 551) ,,' 

(2) 	 Compiled at .the B.I.S~ on the basis of imports of Soviet gold 
into the United States, United Kingdom, Germariy (and France and 
S11'1itzerland to 1939).. . . 

(3) 	 End September 1935 (actually the returns were, made on the first 
day of the month and in this case fell on 1st. October 1935). 

(4) 	 Ur:lited States imports only• 

• "'--- - ._,,,--......_._ .... -... ~ ... -", -~ - ~'f- ....t>I. _~_.... "....,.." .,_¥•• ..,..._ .... _ ...__,.. ..... ,_....___.~ .. ~_ ..""' ... _ .......... _ ........ __ 
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l}~ri~ .1;ld.rd'~~:.l~lfil~$:lfl;~~.,~ .~.li.l' .. m!a.~,'U*,,1'"~l.\l1it .. ; 

11i&1m'111f.tftt.loll~~~. wt~ a~lu.. lJW~ll"tt ~1.l~ 
'~.~:rid\<'ltr.ane~. ~lM1 .~ 'fI4U:~7" ~neq,... ~!'~~ ~~wtiti~~....'~~ 
l!lC'n.t ",t ~l...l1J:l () t.lw~ .~l:l1iS.&$d;$~t~.~~:r ..~. 
~m~~:t~ tO~41 ....~1i461~~,.s~~~.witb ..~.' t~ti:(~~~' ... 
ii~l.lt!'4~. 1n. ~~ .~ .. 2~ mUl;Jic~i',tt~t .., '. ·~}ibl.~ 
~l~ll~;rl"t)~rie~ JA)·s(t4i\i' '\~i~q~t;r)b. ":1f:i~"

:::!:l:t' ' ' .'~' l1~iL~~~~ " 
/C'. 1'1" .' .~... . "'a.m,' . . . ... ' ~ 
,,,1;.'). .... Ii)"t' . . .." " ,,>:I, '. . • ;.j};l~"· 

-..----
. !ft{ll~$k~11 litll f.}~b.~~~4i~~the1lt ~ ~~~. rio.~.~\ ~it'~ 
e~'~in;Q;. . t~tn ..«t"';i9'~I!~~~~gl1; p~ ., .. ...., .....• 
"iil~t&te~t. to\~~_~'con\j~__~act to '~li ,bi 
lilt blF;bmMl &.1 :P~. ·~'1)!.it:!bl1'". . . ~ 

(1) ~@~t,$~l1opt\~ii~i,•.;i1o:ttt~_ .~ltjl ,~t~;~~);t)"tJt 
th~,~)tttid ~ ...~l.ttwN_~'.J~ • \,' , 

(~?). . ~rje~li~ (19'~~i"~.~$ ~ in, p3".ta"';.~1e'e~qtU~ 
'tj.t!J..luatl0nCf.)~i'~",\,pOa£t:t.4ui, . . . . . . 

(::n 11ol1m%'.vl~·~~Q e()<t.J~- "~l\lt,tt.t.i,~ ~n.lt~ot!'&:lQmf~l~'i~ 

(4) .ne8~.tlQ. ~t~n& ~~n3~i~ ~~:r~~~ ib:\1~atQrt 
·reee.~.~~~t9lf9$i\i,s~"!i~nt~~~G! ,"~~-~~ffol!l'~d.1t:Lt:..' . ., . , 

~:Bked~t.et'l. t~c~.",lie:e1~ltNi.;,.,.t~ d,t·· . 
~l:u~n.~~'$~ ia~a~of.J:Ia,~l'J.t,•. "~~~~~.to..'~f6~' .•... ' '.'~. ~'.• ":' : 
~¥j.tl W)t. t;t) lnerim~e 'til. ~·ld'~. l'~l,bl,:fl"~~J!_fln., .1~!lt;i,&l 
~~~~t~~~oti.Qn~~1' l'~.1.~~. ~M~'~lt~(l1" i~~.~itr:~; 
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S!d"~bi.~'btt••I{,:t1ie.,~~ei'ot~ioue. ,~t..A1tJi~.milobheis 

besnwrittm on SoViingeld nc'~"riRe<,rel:1~l:e';inf~on·j;S~~~lW~{jOr 
reo'ent. years..~ 

Anai~~Pt to,,~Wn:.tlle ·estimates of ,the· {)·xp:' \\~ea ';.. < ··.·mid .the .. .:'._"; . ',.'; . . .• ••, ... eu:r.r,. . . 
F.~eral Ros~~·:t~,it~.eau·,~ pOsS1bl.8Ui4•. to;·tti~.~ ~. 
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1:toriaBor~:·'1,.~CJ4~.,'~1_aliowstoia ~i.,ot ~ md11ol11ft:.~lci·~ . 

I .' . . . 

'. . 

. ili Trca~an4t~•••. Yi.s•.s.~. gCldeSti~es"~~pt ;~~~.pt1" ·:to· 

Jurie .30"191it are'" riow·. ·o'!?Ii1@~e~eBs%!Gd.sod.~';~.JUDeJO,l94'1-baU!e. 
Estimates, of tf~s.•S•••:~ldfre~s by ~. ~,('O,~:;"., .~ ·tJi.B•. by' 

"oint .' ement are~"''';';;;.A···' ...... the Aii··.lf.li1llicmas:Qt·.·JUne·"iO·'· .l~j?r .'
.J ~"." .~~I.i ~ .... '\jPIIl-.;.o.. . ..... . .. ,. <1#'.. .'~. 

. ~-. ":. ' 

At the ti.·..9f·~t!(>ns Qn;.~e~~~&@.s~i:t~ ;r:"~~t~~f,S. 
,', .", r ",,_. ?'_ '" ' '. '. " oj'", .' ,"_, t., _:; ':<, ':., '-, . ,_,' _ " : ,,' 

of state and'rr_~ ~ttpgin.~. olAS.'S otf1c$:.agr.~eli·oni~.,-:cb1~~'!~n
. . . '. ".. . 

'\" '.iii' '. '" . , 

for If.s.s.a•. gold. re~8al!tot DecGn'b.-'l, 19~•. '\\lbeil't.W~ ~~~~~.(cOt~p!j:ed'. 

the gold anddOlW·bal~i'Jgs.Qt toretgn ~riei!itl.S':ot>~ 30t-194'rt~ 

S.R. lb. 103 and other •.~.,thG$2.Sb!i1:1.hn~:~~to~,tO 

.rune3Q, 19J.7 w:tf;houtW~e tor ·new' ~t!on. 
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. .,Utss ~'~matG4'" time· gold ~ '(4 til. tr.s~s.it;··it( $175 . . '. '" "' , " -, -, ., -- . . . 

mniionpEa-~.· Both ·th.F',R~.e.nd·'rrea~ h$.Veb~'~ tloo Jd~lit)ja " 
. . , . .' , ' . ~ . ' -' . . ' . ". 

p(ir' ~.~Dg,~.30, 1945.; 

FortUMJember ·R:.,·: :i9.47i.1hi $2,$75 .. ritljlion,:r.R.a,j; ,~:~.~:;i~laS=,:.· .• ' 


.' ~f3ur.r;. mews 'to~' $100. Jidlliont~· ~. months' prod.' ·ft.-aJt2il$ 30,..1~' 
($2.5blUion)·&ntt:the·'1~ of i2it:S'f41illOl1 !D ~:old, ~;.~o~,~$ndia.t.",sold 

tc:>the' U.S.' :AlBeap~~ 35·m-llloD: .,. ha".~ b.~~~'-~~ths /.
. '.' . . . , . . . . 

'11.1\ •. and~tz..~. '.I.'hI} 'h~t1rig :tigure fCll! Dec8illb.31., 1947·.,uia be' 


~.'" ndlncm,:.•.~.'~" rciU:n4ed .by.' tMF.J .qtficC!)'tO$:l,51;bi#~'" 


.... ,Wh.U.e it· .ls reoogrdj. 'that t~ltat18t1(i8l·met1tOd8 .~<1'?i,~~~it~.•\~d 

• , "", "- • -'. - • ' .: .'1"" - ..• -.' ._ ,~",,', _ 

',. \: .,' 

that· somo ot the c:18:ta. iil· ~".' to the U.S~.S It. &rio ~_:.: th.:;adop\~n,·:ot 
'. . ..... . .....' ". . . ., . ""~"', ., ..... " 


the.' $2.,' b11l!o~ ~•. tpr.;JUae ·3Q;" 19/.'1" and ~~di:l:ot~Qb,li~'~.~n~.. " 

. '. . /. - . " I".;';' t.. ) 

year" w111·biI·'us~·tor f\ttUre 'eltt.tu. 1M, 1i1ethoci;:Vi.!l1 '~~o,m~:t#':ttle:·. ' , , "\ ' '.' . ,'. ..' " , ' '. '. '. ," . ~, " 

F'·a··]a AlsO ' . it ...... be. notfllt.i that the Bank toJol1'ltGtriattOllai~tlementsbf '.• .••. ·t.··, ~ .,... ":''''. .... ....... : ,.... ,......... ;'" '.' . 


~~b.. 1947, II~S:, Noteaor:. l1Urr~t; Quf,)at1oun8Stlm!~.thei"f.t~~e'ln 

, 1947a~', ~j500fldl~lbn.: ~t:b);S~ r~eltl::~~>no~l'~~~~r .~.~~ 

tien on" ld',"~iior:~~~~torthe:U' ,s' Qll·.·,fe:a'Wif1l8.'blo',_.' . go,. .... ..,>~~~ .• '., ....~.,~•..... , , .. ".,i' 
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u. S. S. R., GOLD & FOREIGN EXCHANGE 

The gold mining along the Kolyma River wBe, and presumably still is t 

carried out by Dal' stroY which if; an agency of the Secret Police (NXVD -- " 
now. MVD). All mining proper was performed by prisoners. As a rule. min
ing wa,g done on the surface of beds of small creeks flowing into the main· 
river. Only in exceptional cases shallow mines of about 49-60 feet in dept~ 
were built. Uo strips were worked unless the gold-bElar~ng sand had a mini
mum gold content of 5 grams per cubic meter (one Troy ounce =31.1035 grams). 
The aV8rage gold content, however, wag higher, and amountad to about 20 grams 
per one cubic meter of sand. Tho soil remained permanently frozen, and as a 
resul t the opportunities for mechanize.tionwere small. Most of the diggingl','was 
done by tools. There was only a li.mHed number of steam shovels. Two American 
excavatorswhichwera brought to o~e of the fields in the region proved ill 
suited for the frozen soil and were under-utilized. The winter months were 
devoted to gold digging. Gold washing was done during 100 summer days only. 
!n 1938. an a.ttempt 'fas made to wash gold in the winter months by channeling 
steam into the mines £1'0 as to unfreeze the soil and to melt the 'ice. but the 
los.ses of gold were staggering (about 60 per cent), and the attempt was aban
doned. 

Total gold output of the Dal'stroy is said to have developed as follows: 

1936 
1937 
1938 
1939 
1940 
1941 
1942 

Table I 

Gold Out:eSt 
(In metric tons) 

106 
140 
200 
175 
150 
100 ? 

50 ? 

ValUes in 

Millions' of Dollare 


(At 35 dollars per oz.) 


113 
158 
2206 
196 
169 
113 , 

57 ? 

The increase in output until 1938 seems' to haye .been caused by the steady 
growth of the labor force. In 1936, there were a.bout 40,000 wbrt;ers who were 
engaged in mining throughout the ye~.r. The eorrespondin.g 'f.igure for 1938 was 
110.000 worke~s. It should be noted that the total number of forced labor. in 
Dal l stroy waf'! aeout twice as la.r~e. Prisoners who did not '\,ork in the mines 
throughou.t the whole y~A.r waTe enga,ged in construction, 11,mbering. e,nd evon 
Rgriculture; the la.t tar was conductecl in hothouses. DtlT'il'l.g the short sU!!',mer 
ssaaon, however, about 90 per cent of all prisoners were occupied in gold wash
ing•. The high output of 1938 was also casued by a cha.nge in the working con
ditionR in the min.ss.. ~fuile in 1937 the working day lasted for about 9 hours 
in the winter and 10-12 hours in the summer, it was increased in 1938 to 12 
hours in the winter and 14-16 hours in the summer. Finally, output in 1938 
....re.s also inereEtsed somewhat by the previously mentioned attempt at winter gold 
washing. The following decline in output in 1939 is essentially explained by 



.) 7 
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.(~-'I--_ ...•/ 

./ 

two factors: (1) In 1939 working hours were reduced to 10 hours in tho " 
\ . 	 . 

winter, and 12-14 hours in the summer. The extremely high morta,lity among 
prisoners in 193e is said to have caused the ehango in working houre; (2) a 
considerable portion of the labor force was taken off mining and.dispatched 
some 300 miles west of the Kolyma River to construct a new mining camp. It 
was, incidents.lly, this field-the so-called Wastern Administr~Uonof 
Del'stroy--that Mr.' Wallace vhited during his journey to Si1>eria in 1943• 
.."-fter the outbreak of the war, about 50 per cent of the labor was sent to 
tin mines and road building. (Dal'stroy ma.intains e. large tin mine about 
500 miles west of the mouth of tho Kolyma River). Mr. P. refuses to credit 
various previouSly published reports according to which Soviet gold produc
tion continued undiminished throughout the war. 

·,'lith regard tc total Ruesi.an geld output the follo,,,lng e~timRte$ were 
ventured. 

.Table II 

Total Gold Output of the U. S. S.lt. . Dal'stroy Gold Output 
In metric . In millions of dollars as Percentage of 

tons (at. $35 per Olt.)· Total U.S.S.R. Output 

1936 180 \ 20'3 57 
1937 200 225 70 
1938 250 280 80 
1939 200 225 87 
1940 180 203 83 
1941 120 135 83 

For the .years 1936-38 the series on tota,l Soviet gold output as given inthG prfr 
ceding table may be compand with the data on Russian gold output in the Federal 
Reserve' Bulletin. The former a.re consistently higher than the latter. For 1936 
the discrepancy i8 only 9 per cent. It increases very greatly. however, for the 
two following years, ;and amounts to 22 per cent in 1937 and 55 :per cent in 1938. 
When confronted with these discrepancies, Mr. P. exprssl'Isd the opinion that the 
Federal Reserve data had undere$tim8.hd the rapid growth of gold output in the 
Kolyma regi on. 

Source: 	 Review of Forei~ Developments No. 92 
Board of -Governors of the Federal Resorve Syst.m 
July 2'7, 1948. 

~"'. ".. . - ~--

http:undere$tim8.hd
http:Ruesi.an


Ttea~'urYDepattinen,t ' 
l' '" 	 j'rDivision of Mon'etary: Re~earch 

. . .' , ," "', '. ~. "-,' '! .:', . 

,~ A dl'2S, r~),a' ","".,Dat~.", ... ,..,J?,........ ,:.......lL.....::r.!£, ............. )Sr4t .... . 


, To: FUes 

From: 	 Mr. ·H1-rsch~roitt 

, In response t08~bject: U.S..S~R~ gold, 
Miss Sbliferof EconOmics ServiceAg~nc1' 
was dtrectedto, our, office by Mr.GWiter. ' 
'The following replies. were givento~er'
questions: . ' 	 . 

Statistics an U.S.S.R. gold hO,ldtngs, prior 
to,1945? 

Answer: 	'There is ~' figur, ' the'eqUoted~;,n 
Statistical Ye~bopkof:rll'; 1942 to, 

, . 1944~ In general you, wUil find 
that: estimates vary f:rom,s0m8where 
aroWld $1 biJ,.l,tonto $3 bil,:iion• 

. . " 

Ru.ss1~ gold production? 
Answer: Estimates of RusSian,gold production" 

,appear in. the 'Federal Reserve :Bulletin:.' 
, ' 

Order of reliability of data that have been 
,published?' ,'. " 
Answer: 	 The'data are estimates and are ~ 

based upon estimates oct' 'p'rev~!)Us ' 
holdings and production and known 
sales.As 's" result, yC?,U might'ha~e a 
varia;tioll between from as low as " 
$2 billion incurrenthol,dlngs to, 
$4 billion. However the ,es'timate 
,that appears, in ~ Federal Reserve " 

, Bulletin. April 1948ti~ conside~ed 
the best estlma.teat the time'% ','", ,. 

"~~1AA~O 
, :' , , ~,..,~" '\C~<t, : 

."~ .. ' .......... "... _... . .-".'_'...... , I 


2.28800 


http:sales.As


.~Q)Ii.·
4jJ 

J'otv'~.~Dl!,i :".4Uri1i4 ·q.:.fiml..,~,rt1 <11' ) 
, 

,
.•.• . .' ••,' .•• ·,N ~. .... '.. ... ,td(~• ftG.','•• a:u.·("'~J.QuiQ.):•.> Co.··· .. ··'l,j,·~.l'.~-"".'•• ., .... 

., 
\ 

fiO.vD'.~k., Dip.:.;:ijfo~~JO~~ .lo:~.fl: a, ~* \ 
tor sal .... ..,'toso'fli..":U$.'. '1\•.' I

. ~""""""'" 

.\
\ 

228801 




1 e(:£'J
fJ. t "'t ~ '\# 

.1:tt,.@4l t, :;.t;:, 
Internatio*al Financial News Survey, January 22, 1960

1 
pages 222 and.223 

Gold Imports of the United Kingdom 

During the first 11 months of 1959, gold imports by the United 
Kingdom from Russia amounted to 7,292,000 ounces, valued at about 
.. 91 milliori. This was a sUbstantial increase over the 6 million 
ounces .estimated to have been imported during the entire year 1958. 
Detailed figures of gold imports and exports became obtainable in 
1959 for the first time. Messrs. Mocatta and Goldsmid in their 
annual circular point out that imports were very heavy in the 
first quarter of 1959. Sales practically ceased during the summer, 
but revived again in October. Much of the gold coming on the London 
market passes to buyers in other Western countries. In the past 
year, however, these imports were considerably larger than the 
amount of Russian gold dealt in on the London market. TheeKplanation 
may be that some gold was sent directly to the Bank of England and 
that some may have been disposed of through the Paris market, where 
Russian sellers appear to have the. benefit of special advantages. 
The general trend of international gold dealing in 1959, however, 
was toward and not away from London, which was enabled by the 
external convertibility of sterling to compete on equal terms. The 
London market's facilities were improved in March, when the market 
received permission to do forward business in gold without previous 
reference to the Bank of England (see this News Survey, Vol XI, p. 302). 

Source: The EconOmist, London, England, January 9, 1960. 
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August 14, 1947 

U. S. S. 	 R Gold and Fr. 'Exch. 

The Russian buyi ng office for precious metals, preei OUB s:tones. 
etc •• which had been closed since lurch, was reopened. at the 'be'ginning 
Of karch. Since the buying office "had paid the highest prices. the 
Berlin gold market was su'bjectto a price slUlilp after its closing. It 
is now expected that prices for geld, jewelrery, etc. wUl riSe sharply 
as soon as the 'buying "office reS1.unes ope rations on a larger scale. 

SOUHCE: 	 Press Review of' the Bank for Internntional Settlements -
Basel, Switzerland, August 15, 1947. 
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',OUTGOING AIRGRAM; '/ 

. 'I'o: 'wa~hlng£'O~', '.' 
From: .Be,l::grad~." .;~', '" 
No. TOlY1US A.;,8·" ,'. <~/:,r;j:> .,.:' 
lief: TOMUS 116', re.~atElq .'rqRE·p 1.2p 

; . 

The r,eference'd tel~,~~~~,':';f~rriiSbeo:'da~t~:~: as: to· fl'e(3 gof'9' 
~ser~s 'on'::I)9cem~e:~' :J~·,to~,)~.~;;·,y:e#~ .l9jl?:t,qro'ug~:,195,], '. I:;;' '" 
resrec:ti velY" and fote:tgn;~,e~change"l'l'oldlrigs ,~5 ,6f ,Januai-'Y:t:, fb'~, 
the same years·~'··1"·":/;.j, ' , . "">' 

:In, ~s~'r to ~,' .req'u.~~:,ri.y,,~he; BfiJfsh,,::the. Y\lgos,lia::v~:,,':h~ve:,
reported,thatgold :'holrjth'g~·;a:si;-;pf ;:June:30,' '19'53:, W$:~:·it6'5.:~ .• ,g: ' " 
kilograms, 'and forei~' 'excnarrge"holqirigsa:s';9:f 'iJ~ne ·30,;,195], , 
amounted to 530. L, :niillton::dfnars., ' " '" . 
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March 13, 1952 

FHOM: Belgrade 


NO~ TOMUS 117, March 13, 1952 


PRIORITY, 

SENT ¥tASH TOMUS·117; REPEATED INFO PRIORITY PARIS TOREP 120. 

Ref B/p info requested MUSTO 98. 

Yugos just submitted docs 76 and 74A, which pouching Mar 13. Doc 76, gold 

reserves and foreign exchange holdings, summarized as fo1s: 


1. Gold - free gold reserves (mils dinars )19~7 thru 1951 resI:ective1y: 

J, 1~2 and 1,012 and 37 and 141 and 124. 


AS8U!l1ing deficit. Blp financed other means, Yugo gold reserves will increase 

by nets amts domestic production, namely on Lec 1951, 2,202 kilos; June 1952, 

2902 kilos; Dec 1952, 3602 kilos; July 1953, 5167. 


2. Foreign exchange holdings (mils dinars) years 19~? thru 1952 were 1,115 

and 1,.53 and 859 and 158 and 358 and 463. In each year. 


3. Doc 7Ml concerns uncommitted cre.dits lI.ust, Be1g, C€rm, Nether, Switzer• 
. ~tJ,OOO as of Dec 1950: Be1g 13,800, Germ 35,000, Switzer 68. As of June 

1951 Aust 948, Be1g 120. 

BEAM 

MRM:ED 

CONFIDENTIAL - Security Information 
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Thq Yugoslavs ,have wl;~ '~ mAlion in g91d£icim 
em."t'l8~nir at the New York FedaraJ. Rese,r.vo Bank for export, 
to Svdtzar~ between the week onding I\~guet 18 and , 
!)ooemler 1, 1948, according to \Ve9kly gold movement scn.e<i1l1efJ 
rece:iired f.rom the Hew York I"ederal ReS0l"'Y'O Barik. 

; Releases of Yugoslnv gold for rucport to 8wimerl"lnd, 
AU6~lSt 12 - DeCernbor 1, 19L,sj 

Value in thousands $~ 

AUEi,'1lSt 12....18 5,~6 

September ~15 6,021 

September 16-22 17,629 

Septettb~r 3O-OotoOOr .6 6243
" "Nov«:)mber 4-10 ' 	 ...J,...488 

39,Ocn 

Rel:naining gOld earmarke,d for the account of Yugoslavia. 
on December, 1,191£, is listed ,as'.f/~B79, wor vlliich is set 
llSide 8S collateral 1'01'" a loan on gold by the New YOl~k Fedoro.l 
Rooorve Banl{~ 

ThH total release of gold, formerly blocked by ExeautivG 
Order in the United. states, -,was $46..~8'7 thousand,,', rathe~ 't.llaP 
$56 mi1+1on DS publicly reported. Of ' thbapProxlIrat 6:i.Y ':$~ ,i;lil.;
lion with.drlmn for export to SWitzerL'md, npprax1lns:tely-~8: #1~ 
lion l"wlve been sold in Swiss free POJ:'ts accoroingto ,the ~ttached. 
airgram. (A-;556, Bern; November 10; 1948)" 

The cable 'Ivriter also dis,cusson gold eales,above prem:h;lnl 
prices, pom'i~ble Swiss Gqvernm8rtt controlo on gold, tradiru, . 
possible us'" Q£ a'wise. francil ,procured from gold sa1e~ for 'com
mun1stpropnganda and speculs1iion that tho g01d li!.thwtel;'1 
reaches tho Paris marl~at.. ' 

'l'hiD memorandum is' meant' to be merely inf'ormativo in the 
calling of attention to this movement of gold and supplementing 
1~he attached cable.' . 

CC I 	 111r.. Pol,lnc1c 

Mra.'Schwnrtz 
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a.u.It; 1:8j.Ji~~~" ~~; .~".'.,~~, '~,~'-$!.)~~.&.~',;t14!:t;.» 
in &ol.d~~~~ ••at·,~~,3.Il" ••~~"Cjf',~t,:,~tq:•• , 
dGfici'.,w:ttb' ·___itt.. ··aNa·.•d,alao ,~';~$50,.ll.tcm~!Of <gOld 

ths,f1n1~4·it1·~"1rOil.' iJa:S: ~.= 'of' $32j~lhOaaVe!~:~o;
.Si.'..... "u~_ ~ , 
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fi»_pIo&~c$i~w~ JJt.aw ·the·.~-~ ma u .. i~ 'Bin:J4~n 
to e~r·Ql4·~d:Qtlar:·. '........ ntis wail.. H~so~:t!iaD: - ....... ,., 
sta.a.· ~ :~iuah<~P.JI·~b"~:e· ···~el·.to··:riOei.• &$.... mach • 
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~on:in~dQ1~.~m ~~.' ~.~~7i~nth :...1. aitd.Etbl'epia. 

~;r :wwl(i'~l;l~ :ha...~,.·~~t~'5· .mtlltOlll 1:iOlran :t*eo~ 

~ral.on ·or.tel"~~ ·~pI~~:9l"t41;" c4' .~t:.t;sb Cilm~e;s, ~~i,,,& 

.·£atilt. A~cas~d 'btl ~. il,t. '~'o~~ti~ iueOrmt,--.~\i.s of. 

British .e~m:dss· \o" •. llriiWdStat6ls, and. \o:.ihe. .'liQti~~aeoUatr,letl 

of: cen~ .·$'ld~m 8ftth.. Am.:r.1~ ~aa1qo.tf~ttti:Qg' tbscio1.l;a1i: 

e:aipe~t\lJ'$8 'at. :u... I{;.e~.s"in.:~_.~la ~.SG~~~arG&.. "~'., 

$~rli~:~a' detieit nth. car~,18.Pl'o4eetGrd' ·to·!>em ~.l1e1shb~fi~ 

ai' $3Pe.mt111Lon. :'ftiIJ•. ,C~;m:Lgh' tm-ance,.sq'~il.Omn.ton. of this 

on .e~ii .~'t•. thel¥.r~an,e.' lWlil4 .Pl'onabq .~ve to .pey.··.eOut·.S2,9G .... 

mill~on'.iu. <l~~~ ~"the G~ian8. . l'bo'pre~cticf4 thuala..ve-.abwt 

$20 ml)aeD.·~.ll~t"h .~Il$sto :Buropeu,countnea:. bi~ls:tlCI ,ma.d 

iJe~k"'oU1d.pPe&r,~ .~. tile ·ii!Ostlllre1yreolpieuta. o.f: _¢hpay_nu.. 

~":rem1gh'tbe8_Othersman tl;oid and Gol.l.s.rH ~a.cticnS 1u~tb·. . 

llIurol»& e~e .bv.~ ·tOJ!t ,,·area.•• wholB th&$e.tr~(!;\iQnSVlould,

prObablY .~t~.. 'f1.~~~~. .' .... , . 

B. . §th!r:'§14rliD':'!p§: .' , 
, .- . ~ , .' . 

r. a, :a. thG _·~W"'~ .It ·na8;b"~1Sln 
_~tti&tr;Q$oCil"'SaliU"ll;4a:f·1tll:1LcOrit~:::1ii,' .' ... :U~ .$'.~~$: '. 
StH_ely~ ·_it~-ftlblg .~le~aa'.~~l'~ matatatn:"ir·f.~e 
fr- ~,.... U;JJ1't.ed,.,$'&;t.es~' tAt·l8:r.rh1;f#a~$•. ~i~~ ~l, :oti.:rpurl1ihas~s 
~ing'~1i8d;~. the _~otdO~8·Wihi:~·tbeY:·~ co.l:. th\9. 
~t.!:ilb \0.•..~.·~·ftpPle.at ,~·4'UaQ'Ii.~laltle··~.~ ;~~~.s~~a.. 
fhi$~: .•_: ., U. S.:U~s ".\0. the : ••t~~m'ea; e'~~i.~·Gf~· 
UAited 'n~d_j' :1IQ':beae"lq .&a. 1.... in·.~5~a$· tn1949...::aiJ¢l.lrd.ng V . 
probably 18"~.:10'·;Pi~_atii. ·u~,S•..~gj-~~t4~fl::ilrilj~JL-

ctecl,'~o,_cl.fDabY: a .fUrliT·.8U,bSt~al .,pi-.....ge'. ··~'.f:Ji.:ri,lt}bGcan~ . 
: the,' .f!_"'1a'~r'G8' ;Ot·~1ftIi ;~;,bed;~~iJa., .~, "..
OA".l·m1d$.e~~Gus·Stijo~ce&. ·e.·~~ ··~~:,i-SblY ~ .. ·S~~ 

u. $,_ ~~littiam,'1nCCll81i1 ~cted; .\0, be. ~ .. 1il :_1:f;,,~a,·~ 
:18 ·tba' :~~;Of ·~.Bab:relnPetJ'el..ew.a: e~ :.alil·,*.·coua~at; ~c-

. ·~;$.il:"ti~ild ,rina1"__a. . 

'" Oa 1ib8.,~,ida~. !,$":.~'8I\1i ••~c~~\Q ,~~~aPPl£:1J~.te13 
$lJO ~'l.~~! .~.~ :~~·ln·1949~ .D1iaU'an,:i~ft"cf .~~ :1:t.5;.·~ 
_~ "~';a\~tablIJ to the·' ;"sWadin~~ ::inU.·~.iu!itiew.;·:t.ae~ 
mad;~·":~JI'.laCtGn .. Jf.,~.,,~:t"i.~.a, ..... -~4 to 
btl a~_li' ·the· :BafI'8:u .in1949•. ' ( .' . '.' . '. 

'. " , 
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CONFlD'?"'t.JNATIA i
.Ii. L 

• f'..~t.0l '~. S. balIIDeti j)!;'p...,..nt.a,w.tth .tibe.. md~e iH::ut, . 
for l'9.S;lla· ~:~<$._ch:·on. Jll'oJeoUGlfifl9..43 :or194' est!..· 
mat.es l:.iut.ratheroo· an .as.tUI.llt9l't~o:pllrili0D8· ~~,~~ :. . 
~leum:oo~~"S1,m:e .~,~~~u.,~i~te&,~Jf. \be'.·d('mbva,.~ii1g 
eamint ia,'\be .'~ .,.sastb&~~e. 'r¢. .~nt,$' 'ii.tn. the· tb'd;tted~~ata&. 
In or.der ~ rlBke the· piCtltteecw2S:ten.t with tile·'G., S.. lltpa,rtms:nt 'of 
e.~Ot\!;!ri&i;'ceiapproaOil totMU'.~ s. ,;~pu;ce .of payardoe,:tthU. beetl·~~a;... 
.. '·:\'0 '~t\he American: t,"leWn~ com rl1B.&;0' ~a\1. . "in;, ti!iHtd.l'~&aJ::1. :. '....;"" . . ~ ',. .' ,'" /' ," ,.'~ '.' ~",.,. .ng.,:. ".,;. :,', :;".'
Eut. uW'8i4eDt&6t tliG r.u:ddIeEas~ Ctmmtl'1eB.· ,fi1. has_a:n:t··'!~hat 

, " .' , .' ,. _. ';.' . '. """'."": ' _ ~ -: - "", " '. " \ ' , , " . 'I '" 

aLl of .thfj.. e~fp ,pur~~ of;litqUipm&nt, ~t~m~:t~. S~,~~.'Shcw 
up. as U~ S. expOrts.' ~"9~~iesJp!of1.u ,ft!~ .~Di.~..-o:f<J.;d-wi.' '. 
opera,t·lon.~_\lp 88~. ~_ U.. .s. ,~vairiutlit~,.,d~;~~ :.,.~:~;. 
rO.;e1Ptator ~·t4.·p;~umf.d~;· ·are.·~{· ..... .',~,~~ ::~.: . 
f.ig~e'~$&le8.1nt-·~~':$t&~$&ppe*· . " .. '~'_r~~ 
and'~l&s'to oti'iel'eCJu!lt~a ,~.:aB :re'~lpt~ ·~'~.~!.•t~a:r~3ft9 .. 

:.~:' •• • • to 

A.~al.~~t o.fllotaB·Au ~n prepU'ed.o aet.f.o~.tiJe ;~su~, 

uon~ ~; :.~l~de ,I»~um'o~ations tJk...1cm .·.ilaY4J p&~to. ·the;·io~M.ll 

~~.·id·otton·of, \hefJ'.8.b81anee....,.. or ' .' :U!!lmts.......in 1953",.•and,.. ....~..,:1w . ...'thef:.",~~. ~lCQJI'·.
'. ...'PY 
eli;)nDn~8.:l'!Ded ."pointed' atbi&r.. ··I:orottJBr. than p~lew!l ope,m~jlei18. 
tbe'£oft()ast1B den..dVprOje~g 1'48 eatdUtes in ~tt~ue~~:~::fo 
'a;~OtlsiGe~6Jttel;lt, ~ ·Ilppr~~has"n cm;·_~i'¢"l':~' . 
b~.. ' 1~·~ t,JJia. yaM4, ;~~a~a .~ tlw.C~iiJ8 ",·;.iD~~·r81, 
tzeatisd .'. n:a.tciDal flpn.·allo\V1Dg f.or' WI7 mmxr tr.uw,:n:trs cii:·dQ1!"", 
l.ar8.bet"ne~.1i1~ .the, ana.. .. .' , , 

U.$.. :lneoaOD irl'11U':tn'aD\s io~'~q .aCOou.a' tot':l.:Jt .' 
petroleum opsratdGlill.· of ~o··aDd the. 0dU' ~j:a:~toa C~lIi..~" .1n;smuii 
~1&. PI'1vate ~\el"8l.~~rs ... fi~ tG:eO~:"at..a·.· 
fairl;r b.tgb. 1II_1,m08~, ·of t1wmtlOidng. to I....~,.A ~ :i~.fijr/ t).S,.. 
QOvQ%'fmI$nt grBDtiaaiJililtUee,isentezed. in CC!1't;lnWr!.ti1onof..Ar8bre1:te1 
pro~ m1 timi~ 1~ms.L:i.ttle' ~'O,\"&IIBDt 'or U.S,~~!&t.e '~i~ 
is Ht:.e(l1red:. ·!I0.fur~:tn_s~llJ)nt in;pet,X'Gl$wn ~~t" is'c-6rit&~ated 
by 1.953~ '.im U.. s... .ia~iJt~'ctller anterwrSf;. 18·'.~ U.S., G~~1fr""" 
meft'b lo'ans and .Iatemat101l&l:ilan~loaDa ma;' be·~().Wd,i41 some mo~ra~:t;y . 
smallamouat- GOLd :Jii'edu.-t1on, 1n; the area .1s ~, tn' .th~Foject;tt:m, :as 
mo1'l'i~ d1:1'9ctr~ to,~' bJ.;,ted. Su~es. Al.im.gh'il:lpra.etl~ .~" Wily' mot 

·C4cur" . itl'Q~sente the· moat ecm~Dient, 'Wer ·~bdngint th&. jrodufJ:ti.\,)ila
.int.o tmse tabiea. . ' . , .. 
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Gold & F.. E. WORLD 

,'The:recent deCline in the price of gold in freeniarKets 
hiis'bee~:'helped by the stronger appearance of th~French' 
franc. The rise in savings banks deposits in "France 
shows that the public is no longer placing all its 'savings 
ingold, but is more prepared to save through normal 

. channels. The one-kilo ingot bar was worth only 430;000 
francs at the end of 1953, against 516,000 a year'before, 
and.600,000 at the end of 1951. The still sharper drop 
i~ the' price of golf! napoleons reAects the success of the 
policy of buying bar gold to mint .new napoleon coins: 
with fictitious dates on'them:. The French authorities 
have thus taken advantage of the premium which·hoiird
ers are prepared to' paytb have gold in coin rather than 
in bars. 

. Gold . prices . have also fallen inihe FiiiEas( ;nre, 

~a'ri~k?g~~~~~i~~~,' whiS~. ,w~~: .all!~QrizedB;L:t~e;_jbiii:,
GO,v;erm1.1.ent .\ll)ore : than a year ago' for. the ryg~ll:lhon of; 
leg~l, i~i:;~~ts"ot, g~ld . (see .this News 'Sur~ey,' yol.' V~ 
p.129) " l:t~s now workeditself into a leading position in 
gQid trading. :In. Alexa~dria, the price of. golci per fine: 
ounce has. falien during the year from the equivalent of,

.' . '.' I 
about. $50.40 to $46.3Q, and in Bombay, from $49.?0 to 
$45,40. Both .these ma~kets are officially .closed, and 1m·, 
p.~rtsand exports are offici~lly prohibited. However sub~. 
sta,n!ial.supplies are still available through smuggling. : 

The fr~ gold. market and the attitu!1e. of dealers .are. 
at present dominated by Russjan sales,' and .the pres~nt 
position might change quickly if tl:tese sales ceased. Such 
small sales of RiIssian gold as there were b~fQre 1953 
usually came from stockS ~rigi~any minted in. Sout~ 
Africa. The more recent sales have been of gold inined 
in th~ U. .5. S. R. . 

,Source: T he Manchester. Guardian,l\1anchester,'England;1 

.December: 30.J.95.3-'.. .,' .... _... _ 

International Financial News Survey, 1/22/54 
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F~!JiefGolc:rSiileS'--'-'~~ .J.J,l/ , , , , 

lIJThe~~iume" of g~ld, .saies iii the' free ~arkct j;; 1953 ; 
~expect~d tQe~ceed the limillion, o~nces ~hich it is: 
helievel ~ere sold there in 1952. The, inc~ease is attrib· 
uted primarily to the 'South Africandecisi~n t~relax 
restrictions. ,Atthesatre time gold, which was stillbeing' 
hoarded in Fni~ce in' 1952, is now being offered in the 

'Paris market, where monetary; tightness hasforced's,oine: 
sales, .and some, operators have begun to sell. forward. : 
This may provide Sopl~" support for the market when; 
,these Jor\\,ard positions are, closed, but in the meantime: 

. ", . " ' '. I 
,it has pushed the free price lower than might oth~rwise: 
have ,happened. .' 

Som'e free market sales of South Afdcangold were: 
'report~dinthe last week of NovelTlber,.at$34.115 per :finei 
ounce. "When South, African go~d is sold thr?ugh the! 

; FederalReserve Bank of New York to the U.S. Treasury,; 
the net price received by tht! seller, after allo~apce for. 
i)lSUrance, freight, and handling charges" is $3~.:n. 

It is.antic::ipated. that one consequence of the disappear· 
ance, of the prem.ium on "free". gold win be an increase 

,in, 'offici!ll, montary reserves,; as there will, no longer:' be 
any inducement for producers to prefer to sell to private; 
hoarders. Sellers. w'ill, howev~r, continue, to, prefer sales 
for hard currencies, so that, .initially, increasing. supplie:; 
of gold are likely to flow into the res,ervt;S o'f dollar coun· : 
tries. However, the monetary reserves of ot}ler: countries: 
wheretli~re has been, a hoarding demandforgold sho\lld: 
'also benefit ultimately, since.in the past ..dollars which i 
shol\ld have beep ~Ilrned over to the exchange control: 
authorities' have often been, diverted to th~ purchase of: 
. gold for hoards. 

Sources: The Manchdter' Gitardian~ Manchester; Eng.' 
land, November ,19, 1953; The Economist, No

'\'!!.... _:"Nember·28, 1953, and The Times, Nogem'b-et430,' 
',,~:_,'_12§~,J::ondon, _Eng~!ld.~._'_,_ 

http:since.in


'1'he tol).o'lili.l'lg is .not iri'beru1!'iid far there eo~d 'but ti·:i} .!!IUPl,l(ll:mr.:;nt t:rta tbnt'lg:b:~ 
appei?.rL-,g: i.n the laut c.omplete san"lienee ot\\ pa~. )2 ot' your draft .. 

'l~he increase in world gold reserves f'rol'l\ JUt'l..l!3 ,30, l~i"S to f.eptembe'l" 30, 
1953 amot;nted tota.9 billion. Wi. th WOl"lQ gold,productlon (exelusj.ve' of the 

S. S. R.) @s1.ii.m.ii.te·d at ahou.t$6. 6 ·bil:l:1.on far the sarl'.epe::a'iod J ~ndi:tl.4ustll'ia\ 
00tl51.)tfl.lP'f,;l.on a,t t~l. 4 billion, i ti~ evident tl'm:t abQu.t~j2.3"illiGll'l ~'~,gtlld! 
was {lire·oted tonon..;mol1$taroy us&a.. (J~ltho\lgh there 1~ m1)jtub1:islled; drit-a as to 
tt.6 w{'):rld supply of non-u'tot'rotal'Y' gold oU'bs1landing at ,ti'e and of 1945, :v.a 
fiiJ,'U:.res shot-\!' that the i!10:reaS6 in. moet of tiM wOl'l.d gold jfToduetion fx:riIn 1938 
'kI trte el'.ld oi 'Worldi~sr Xl W{iH!l; c1Jan:rmled into mcnetBr',y reserves. ) 

It ¥rJJJ1 bs obserwd that the inorease ir.tuoti-morif.!iiary g,dldh?ldl~:lg9~~lne0 
t~}le end of World \'\(ar n has baen. l'ai'lecwd ili~ an acctd€'rati,en off tl~aM.rtt 
sl~j,.~~!l.ta het.v.-e.en certairl locatiot.lS 1:1'1 tr..e jl4ddle iast, J'i.fr-lea, :rndi~t~,ancl 
Sm.1the'sst As-ia. rt m£J.Y be :p:n1S'!lIl'sc.bhfflt 1:iheootl'~neit sh1piIle,nts, 3Pf%le:':ba,g; 
Ot~)t$ide of of.ticial monetary ehermels,.r~a.ve s~rwd to supplement thetr;e€U7iti!- of' 
private: pllR~nt$ in trade betwa~tl'l. -ti"'.e.ae It;retl:s.. ]!'':lna,11y, sineethe. a;f.!:~~·&at-e 
a!iiGlmt ot non-1t~mta·l"Y gold holdings t:la,Y r.lowre e:sti.mated at. nert leS.s :'tllan 
10 pgl't!~31'lt O'f total offioial gold boldil}ga,tha :i.mpor.tanceei: tn'll?! »f,l.~tii::!:lf;i 
f.lttpplyll (i)f gold EUSS'Il>lJ:Hl inol'e.ased sil:?;lllific!UH1!9 ainoa a.eu.b~lJtm;;rt1a,lpart of 
tm':&~l"'ent goldpl'oduetion e'nteI'.3-' into t'Lon:-rllOr.etBrystocks. &O'l.':\P !'en'b3:.t'.)4 cOUjld 
a.liSO l';emade as to tr.te effect of. the declirtei,l1 pramium};;Tices fGl~ gGJ!.d on 
d:lshosl.xl:l.ng,. and eOllf'~quent ehangea on offi.cial gold holdl!li1'1.:h ' 

HHR: amk 12/10/53 
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) . 

The Official Price ef Geld Rebert Selemon 

Whether er net the United states should raise the efficial'price of 

gold has been widely discussed througheut the postwar period" The subject has 

!,8ceived particular attention durirlg the past year as a result ef the announced 

i;.1tentien ef the United Kingdem and the other ceuntries ef Western EUrope to' 


. progress as rapidJ..yas possible teward currency convertibility and r~laxatien 
of restrictions en trade o Significant pregress teward these ebjectives is 
u.'3ually regarded as requiring an increase in the geld and dellar reserves as 
wCl11 as in the dollar earnings ef these countries; the proposal fer a~ higher 
g91d price is fr8qu.ently presented as a means of f1llfilling both these pxoe
I'3·:,~u.isites. In general,thevariou.s arguments in favor ef a higher gold price 
fall into two. principal categeries: (1) the need fer greater intereaational 
l~_c;.;J.'tdity and (2) the need to' increase the dollar eCl-rnings of the rest of the 
world .. 

r.l'his paper will appraise the majer econemic arguments which have been 
a~~vanced in varieus quarters foraa increase in the officia,l price of igelds It 
is assumed here, as in most discussiens ef the subject, that what is Under cen
sideratien is a uniferm increase in the price ef geld by all ceuntries; that is, 
em a given date every celmtry would .raise the efficial price of geld in terms 
0:t' its currency by the same percentage. As a result, exchange rates weuld re
main unchanged througheut thewerld. Such auniferm change in the price ef geld
is previded fer in Article IV, Sectien 7. ef the Articles ef Agreement :ef the 
I;').ternational Monetary Fund. Agreement by the United states to such qmeaSl).re 
""ould require an act ef Congress, in accordance with the provisiens ef: the Bretton 
Vt'eods Agreements Act. 

It should be noted at the outset that the possible inflationary effects 
of increasing the price of gold will n'et be dealt with in detail in this paper. 
In the non-geld producing ceuntries, the principal danger in this regard weuld 
arise frem the expenditure by governments ef geld revaluation "prefits". If 
these were used indiscriminately to' finance increases in government expenditures 
l er to perIni t reductiens in taxatien) serieus inflatienary dangers might result. 
Although it is certainly within the pewer ef governments and central banks to' 
prevent such effects, as is argued by the prepenents ef an increase in: the price 
cf geld, it might be peli tically difficult if not impessible to' de so. in many 
celu"tries. The sudden acquisitien bygevernments ef the financial resources 
represented by the revaluatien prefits 'weuld undeubtedly lead to' pressures fer 
new expenditures er tax reliefs which weuld not have been ferthceming:i.n the 
absence of such new financial reseurces. Since the advecates efgeld i-evaluation 
recegnize these dangers, the questien reselves itself into' a matter ef;judgment 
E,g to' the ability ef gevernments to' resist such pressures. Nevertheless, fer 
the purposes ef analysis, in erder to' meet the prepenents ef a rise inithe geld 
price en their evm grounds, this paper will accept their cententien that the in
flatienary impact (in nen-gold preducing c01mtries) would be insignificant. 
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Official Price of Gold- 2 

The price .£f gold and internatio.nal liquidity 
, . 

The argwnent in favor of a rise in the price of gold in order to 
. achieve a higher ~lever of 'gold' reserves has several aspects... It is argued 
by some that the vmrld supply of gold is ixisufficient, to sustain continued 
growth in production at current prices. Money supplies have increased at 
a far greater rate than gold reserves and unless the gold shortage is re
lieved, severe deflation will be the result.. The process whereby 1uch de
flationary tendencies 'would occur, while not always clearly elaborated, appears 
to involve either (1) deliberate deflationary fiscal and Inonetary,policies 
to achieve balance of payments surpluses and therefore accretion's to reserves 
(,r (2) restrictions on fo'reign trade and payments in order to limit potential 
claims on limited gold reserves, 'Such .actions would spread cumulatively from 
country to countryoY This argument, therefore, appears to resolvl itself 
~nto the. pr?position tha~gold r?serV'es are il1sufficienttopermi~ la level of 
1.,nternabonal trade cons1stent 'V'iJ. th full employment at currentpr1ces. A 
re!.8.i:,ed argument states that countries with low gold reserves have less flexi
bility to pursue domestic economic objectives, since minor balance :of payments 
fluctuations might seriously deplete gold reserves~2/ Most recentlY; it has been 
argued by many observers that significant progress toward freer trade and cur
rency convertibility requires 'that the reserves of many couJ.'1.tries tJe increased 
markedly in orderthat they may be in a position to "tlthstarid the Unpredictable 
reactions to the relaxation of trade and 'exchange restrictions.lI, : 

Supporters.of these views point out that a rise irithe price of gold 
would not only raJse the dollar value of gold reserves proportiona~ly, but 
would also provide an incentive for increases in gold prodUction•. ponsequently 
gold reserves would be augmented from this source as well. It is usually noted, 
in this respect, that world gold production (outside the U. S~ SQ R,.) has 
declined from a dollar value of nearly $1.3 billion in 1940 to lessl than $850 
million in 1951 (from about. 37 to about 24 m:Ulion ounces). A high~r price, it 
is argued, might restore gold output to the 19L~0 level. lIIhile ther~ may be 
merit to this argument, part of its forcewasremove'd by the dev.aluations of 
19Lf9, whic!l raised the sterling price of gold by 4,4 per cent. 

In evaluating the arguments concerning the inadequacy of i-eserves, it 
might first be pointed o.utthat the concept of reserves need not bel, and in most 
periods of modern history has not been, confined to gold. Dollar holdings, which 
are in any case freely convertible into·gold by foreign monetaryau'):,horities, 
can also serve the purposes Which the proponents of these arguments I put, forth 
as the functions of gold reserves ..W, . 

11 This argument maybefo:und in VI•. J. Busschau, The Measure of Gol(j, (1949), ;eassim. 
and. in R. F. Harr9d" uImbalance in International Paym'eiltsll, §itaf£, Papers (Inter
national Monetary! F:und) April 1953, p. 4. :

51 Busschau, opo.· c:t£., p •. 2./ , . 
'jJ See, for exampJie, "Prospects for the Gold Price", The Economist, iDec., 6, 1952, 

PQ 706. ' I

HI On this point; as well as others contained in this paper, see Mifoslav A. Kriz, 
The Price of Gold, Essays in International Finance No., 15, PrincEfton Vnivers:i.ty, 
July 1952. 
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Official 	Price of Gold- 3 

j 
The arguments for higher gold reserves are usually supported by compari


sons of gold reserves with the value of foreign trade. Most computations of this. , 

1r SO:i. t compare the current ratio of gold reserves to trade 'J'rlth the ratio existing

! 	 in 1938. Inview of the increase in the dollar price of gold which occurred 
in 1934 (69 per cerJ.t) and the corresponding irlcrease in the dollar v~lue of world 
gold reserves, whereas the value of world trade was depressed in 1938, it is not 
surprising that the comparison "vi th 1938 should be highly Unfavorable. It is 
desirable, therefore, to examine the data fora period prior to both the depres-' 
sian of the thirties and the gold revaluation of 19348 The year 1928, which fell 
in a period of prosperity and, high levels' of international trade, aPBears to be 
lIlore comparable to the present period. 

, Table I 

Ratio of Official Gold Reserves to Total Imports y 
(Per cent) : ' 

1928 1935 1951 

Canada 	 7 24 20 

Latin American Republics 40 45 26 

United Kingdom 13 63 20 
Other Sterling Countries 14 23 8 

Continental EPU Countries 25 78 18 ," 

United States 	 85 592 191 

World, excluding U. S. 	 23 60 18 

11 Omits members of Soviet bloc, and dependent terri 
, ! 	 tories of both United Kingdom and Continental EPU, 

countries. 

Source: --The Adequacy of Monetary Reserves, Inter
I' national Monetary Fund, June 19530 

I 

. Table I presents data" compiled by the International Monetary Fund, 
on changes inofficial gold reserves as a percentage of imports between 1928, 
1938 and 1951 for the principal countries and areas. 

, 
It may be seen that the ratio dropped sharply for a11 countries, includ

ing the United States, between 1938 and 1951. Comparison with 1928 ~hows a much 
more moderate decline in the ratio of gold reserves to trade. For t~e rest of 
the world, excluding the United States, the ratio fell from 23 per cent in 1928

i 
" ,.A 
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to 18 per cent in 1951.1/ In the case of the United Kingdom, gold r~serves asa 
percentage of annual imports rose from 13 in 1928 to 20 in 1951. , Fbrthe sterling 
area as a whole, the figure was virtualiy the same in the' two years~ . , 

r 
r 	 There are, of course ,a' nwnber of reasons why the comper ison with 1928 is 
I, 	 somevnat misleading. In the firs't, place, gold ci~culated freely in! 1928 whereas 

at present it is concentrated' in, officia.l institutions in most coUntr1es.2/ 
Secondly, in tihe case oftheUrtited Kingdom, claims against the gol~ (and-dollar) 
reServe have risensubstantiCl-lly sinc~that time. Finally, it 'might be argued 
that the widespread use of trade restrictions at present, in contra~t to the rela

i tive freedom of trfldeand payrilents in 1928, represses the current volume of trade. , 
i On the other hahd,i t is easy to exaggerate the rise since 1928 in 
, i potential claims on the gold reserves of the United Kingdom. Altho\1gh the sterling, 
,, 

,[ 

" 

area has been formalized since 1939, everi before that time most of ~hepresent 
" members maintained exchange r.eserves largely in the form of balances in Londono 
'\ 
:~ . 

These balances were always convertible into gold. Thus the extent 9f the increase 
'1 • in actual or potential sterling claims which might require gold sales by the Barll{
:') of Englcl.nd, 	(or now ,by Exchange Equalization Account) involves a difficult judgment,:t 

iNi th respect-to the volume of trade, it is arguable whether the rel'1lxation of 
trade restrictions would have, 'under present circumstances, a' significant effect:1 on the over-all volUme and value of international trade. In view of the achieve

,1 	 ment of internal financial, stability in most, although not all, c~:u~tries, it ap
pears likely that such relaxation would affect the geographical dist,ri bution much 
~ore than the ,volume of trade. It is true, however,' that an increa~e in trade 

, i 
, ! 	 'wi th the dollar area, e:ven if it were accompanied by a decline in trade y.rith other 

countries, might be r.egarded by many countries as requiring higher g,old and dolle.r 
reserves. 

. t i 
The preceding ;3.rialysis does not indicate that the gOld reserves of non-· 

dollar countries are Padequate. It does bring out the fact that by: 1928 standards 
! the deficiency is considerably less glaring than are indicated by the usual 

': comparisons with 1938. Nri:'. Harrod, for'example, states that for the countries other 
than the United states "to restore their rese'rves'to their pre-war !relation to ' 
trade, they would have t6 get all the gold out of Fort Knox, and lohg before that 
happened the United states' would feel herself short. The plain fact of the matter 
is that, at the present valuation of gold in terms of goods, not all the gold in / 
the world (including'that in Fort Knox) is sufficient to provide nations vdth· J 

, ' adequate reserves,o"1/ It is clear that so extreme 'a statement could not be based I;': " I,.,. 
, , on comparisons with the twenties; by Ilpre-war" Mr~Harrod means 193~";'38, but he " 
, I' 

fails to point out that ,in those years the relation of gold reserves to trade was:J unusually high. ' 
;·1 

::J 
I, 
t. 
!' 

, 
, ,~' 

I I 

1/ For the non-dollar world (the countries incluqed in the IMFstudy except for the 
- United statea, Cariada,and the dollar countries of Latin America)ithe percentages 

for the three, years 'are 25, 26, 17. i
Y It has been estil'!la.'ted i,nthe case of the United Kingdom that mon~tary gold out

side the ,Bank of Engla.nd - that is, vii th other banks or in private hoards 
amounted to $90 million in 1928 (StatisticalYearboolf of the Lea[ue of Nations, 
1931...32, p. 268). If .this sum is added to official gdldreserve~ for 1928, the 
ratio to imports rises to just over 14 per cento ' . 

3/ O~. cit., p. 4. ' .- , 
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Official Price 'of Gold- 5 

Increases since 1951 - The reserves of many countries hav:e increased 
substantially since December 1951, the final date used in the Inter:nat,ional 
Monetary Fund study. The official reserve:;:; (gold and dollars) of the United 
Kingdom had just regained the' end-of-1951 level by nrl_d-1953, but those, of the 
Continental EPU countries had risen by nearly $1.4 billion. The last ~olumn 
of the following table shows the increa~e in gold and dollar holdings 9£ the 
ContinentalEPU countries ,between December 31, 1951 and June 30, 1953.' Virtually 
all of the increase,' was in official reserves. This increase is compa.r~d, for each 
country, with the increment to reserves which would have resulted from' a 50 per 
cent rise in the' price of gold as of the end of December .19$1. ' It appears 
ju.stifiable to compare the latter (hypothetical) figures with the (act}lal) increases 
b. geld and dollar reserves in view of the fact that the increments in, dollar hold
ings areconvertible into "gold. : 

Table II 


Gold and Dollar.Holdingsof Continental Western Europe 
(In millions of ,dollars) , 

f··~Y~:if,r.\, I

'. 

Gold holdings Hypothetical increase" Actual; increase in 
December,,1951 from 50% rise ingold gold and dollar bJld.., 

Austria 
Belgium-Lux. 
Denmark 
France 
Germany, Fed. Republic 
Greece 
Italy 
Netherlands 
Norway 
Portugal 
Sweden 
Switzerland 
Turkey 

Total 
Total, excluding 

Switzerland 

price 

50 25 

624 312 


31 16 

548 274 


28 14 

3 2 


333 167 

316 158 

50 25 


, ,265 133 

l52 '76. 


1,452 726 

151 76 


4,003 	 2,004 

2,551 	 i,278 

ings De~ ..51..,..June 5}: 

65 

59 

26 

44 


459 

~ 33 

: 23,' 
418 

14 

75 


I 56 

,118 

1,"""13 

11,377 

1!,259' 

I 


Table II shows, that the ,group of Continental EPUcountries" excluding 
Switzerland, has gained nearly as much in gold and dollars since December 1951 as 
it would have gained at the end of 1951 from an increase in the price of gold to 
$52 a 50.1/ In other words, it has taken only a year andone~half for Continental 

-	 'I 

Y 	It is assumed, perhaps unrealistically, that anticipations of the rise in the 

gold price would not have. led to large-scale conversions of dollar rold.ings into 

gold by foreign mone'taryauthorities before Decetnber 31, 1951. 
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OfficiaY'Price .of 'Gold- 6 
,J 	 \' 

Western Europe, excluding SWitzerland, to gain from balance of pay-merts improve
ment plus American aid what would have been gained from a 50percen~ rise in the 
price of gold.Y 	 , ; 

The additions to reserves wm,ch dicioccur were more equally distributed 
than t.hose which would have resulted from a gold revaluation. In particular the'j large absolute increases which would have accrued, under an ass'umedrise in the 
price of gold, to countries whose gold reserves were already relatively high 
(Svvitzerland and Belgium) were avoided. Instead a number of countries whose 
reserves were small at the end of 1951 have added substantial amount~ to their 
gold and dollar holdings. : 

The adequacy of reserves - The data in Table I, espeCially ~hensup... 
plernented by the information in Table II regarding inqreases in g()ld 'and dollar 
holdings since 1951, hardly' support the fears that a world-'wide defla.:tion might 
be precipitated as a result of inadequate reserves, ,On the other hand, reserves 
might very well be inadequate" in the case: of a npmber, of c01J,P.tries, '):;0 support 
significant relaxations of trade ,and exchange restricti'ons.. 'In particular, the 
reserves of the United Kingdom are not regarded by the British author~tj,esas J 

,i 

•l- 1 
adequate for convertibility. It is questionable, hO',vever, whether it. is either\/,

i I 	 desirable or necessary to increase them by raising the price' of gqld.! There
sources of the Interilational Monetary Funel (its gold and dOllara;:;sets amount 
to about $3 billion) and perhaps other sources for stabilization loans might be 
sufficient to supplement British reserves. Such resources can be loari.ed selective... 
ly, in contrast to the general effects on reserves ofa )miform incre~se in. gold 
prices. 

Y It is 	obvious that, if there had been no changes ,in, world, trade and:payments or 
U. S. aid disbursements arid the price of gold had been raised in Dec!3mber 1951, 
official r~serves would have beenconsiderablyhigl1er.. But it is p~ko'Pablyre:)re 
realistic to assume that, if the gold price had been raised in Dec'ember 1951, 
American aid would have been considerably smaller during the, past eilghteen 
months. (Between December 1951 and June 1953 disbursements of grants and loans 
by the Mutual Security'Agency to Continental Western Europe amountedito .som~what 
over $1.5 billion.) On this basis, it is possible to regp,rd the hYP9theticq.l 
increment to reserves sho~vn in the table above as an alternative to the actual 
increase in gold and dollar reserves. I 
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Offici8.l Price of Gold 
. ;" 

The price of gold and the dQllar problem 

The other seto! arguments for an increase in the price of gold rests on 
the proposition that such an increas,e is necessary in order to permit ,the rest of 
the world to increase its earnings from the United states.l/ The resuJ:tant closing 
of the "dollar gap" would in turn permit the elimination Of grant aid :from the 

I 
f 

: 
1 	 United states and also enable the rest of the world to relax discriminatory restric

I ' tions against dollar imports and to progress toward convertibility.Y: 

These arguments are usually supported bystatist1cs showing :that the price 
of gold has remained unchanged while commodity prices have risen by lOp per cent 

. , or more since pre-war. For the sterling. area in particular, gold was the principal 
,, .! means of covering the dollar deficit during the thirties and the failure. of the 
, 
, 

I 
I 

g:)ld price to rise is fre'qtiently: regarded as the main explanation.f.or ;the dollar 
I".;

I ~ 	 deficit of the post-war years.i!. . " 
I. I 
f,J
: 1 Here again the comparison is with the thirties, the period iinmediately 
! I after the '69 per cent increase in the dollar price of gold. If, as in the case ofI',j 
! l 	 gold reserves, the year 1928 is ·taken as a basis for comparison, it isl found ·that 
tl!., 	 Uo S. wholesale commoQity prices have risen 77 per cent while the price .of gold 

has increased 69 percent. Vlhile a disparity reDiains, it is so small ,that it can 
hardly be held chiefly responsible for the dollar gap of the post-war period..tJ 

IIJ Although the argument of the previous paragraph casts doubt on the claim 
that the constancy of the gold .pri ce is the chief explanation for the d611arJ 

1.1 difficulties of the post-war years, it does not dismiss the claim that:ian increase 

j?l in the price of .gold would be of great benefit in alleviating the doliC!-r problemo 
~ 

'1: 	 . - .'
I. 
i! It may immediately be conceded that a rise in the gold price .'would reliev~ 
I! 
.; the dollar problem of South Africa. But the caSe is usually presented ias a means 
i whereby the United K.ingdom and Continental Western Europe could increase their 

dollar earnings .and as a result relinquish American aid and reduce' thei:r restric
tions against dollar imports.' It isnqt sUrficient, therefore, merely';to show that. 
if the gold price 'had risen, world gold production would have been sufficient to 
cover the surplus in the U. S.·balance of payments.' It is also necessary to show 
that those countries which incurred dollar deficits would' have been able to earn 
the (higher-valued) gold production.W . 

Y Although Mr.. ' 'iIar;rod does not .explicitly argue for an increase in the: price of 
gold, he points to the.contribut:i,..on such an increase would make to eliminating 
the dollar gap; op. cit;~, p. 11. '.' .::. ,

Y See, for example, IIA Progranunei'or the Commonwealth", The Banker, september 1952, 
, pp. 131-133.' .; 
3/ See, for example, A. R. Conan, The Sterling Area, London (1952), PPo 76";'77'.Y An example of the omission of this step maybe found in Mr. Harrod's'demOnstra

tion that a rise in the gold price would have permitted the rest of the world to 
cover its deficit 'with the U. S. in 1950-520 He includes the gold p~odilction 
of Canada with that of the rest of the world; but surely an increase i in the 
price of gold would not IIiake it significantly easter than at present .for other 
countries to earn gold from Canada. 
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Table III 

World Gold Production in 1951 . ,( In millfons of. dollars) • 

South Africa L03.1 
Rhodesia 17.0 
West Africa ,22.9 
Australia 31.3 
India 7.9 
Belgian Congo 12.3 

Sub-total 	 494.5 

. United States 66.3 

, Canada 153.7 


Mexico 13.8 

! C'olombia 15.1

1 
! Chile 	 6..1 
j 	 Nicaragua 8.8 

. 	 j 

,j 
1 Sub...;total 26,.8 
II , ~ . Other 	 81.7 
;l
i.( Total 8400 0 

;r 
, :1
J 

Source: --Federal Reserve Bulletin.1 

. ' 

.1 

Since the United States, Canada, Mexico, Colombia and Nicaragua are 
"dollar countries", their gold production may be considered as of no value in 
meeting the dollar deficit of Europe, for the reason that exports to thesecbun
tries are already payable in .currencies which may be freely converted into gold 
by foreign monetary authorities•. As may be seen in Table III, this ~eaves no 
more than about $580 million (valued at ~~,5 per ounce) of gol,d production which, 
if valued at a higher price, might be of greater benefit· to Western Europe • For 

'j, the sake of discussion and analysis it is useful to pick a maximum figUre for the 
,1 'I . 

!~r 	 value of this portion of world production under the twin assumption of .a rise in 
i-t'l 
;~ . the gold price and an increase in gold output. Assuming a doubling of the price
I. 
i!," 
~; 	

and an increase ingold production by one-third, the maximum value of annual gold 
production which Europe might earn V{ould amount to about $1.4 billion.!! .Of this~ '.!. 

~ i 	 sum, South Africa would account for almost 70 per cent. 
I . 

.... I' The maj or question, therefore, is whether the United Kingdom !and ,.' 

Continental Europe wOuld be able to earn this amount of gold from South Africa 

II 
I. 

, 

, 
I 

" 11 It is also assumed that there is no disappearance into industrial u~es or 
private hoards. In 1952 these factors accounted for over one-half of production 
outside the U. S. and U.S.S~R.; (Federal Reserve, Bulletin, March 19~" po 211) 0 
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'more easily than they could earn dollars elsewhere. The answer to this question 

involves consideration of (1) the policies South Africa zhight be .expected to " 

follow with regard to discrirriinatoryrestrictions and (2) the ability of the 

United Kingdom and Continehtal. Europe to compete with the United StBrtes in the 

South African market. 


With regard to So:uth Africa's. trade policy, there appear to be no 

economic reasons 'why it should continue to di.scriminate againstthelUnited states 

in the event of an increase in the price of gold and the attendant large benefits 

to South Africa1s real income andpotential dollar earnings.lI Earnings from 

gold exports financed over one-third of South Africa t s merchandise imports in 


. 19520 An increase in the price of gold by 50 per cent, even without' a rise in 
fClld production, .would pel)llit merchandise imports to be increased by'more than 
15 per cent at present prices. If the price of gold were doubled, S~uth Africa 
could raise its imports· by .at least one-third. It seems reasonab;I.e to conclude 
that under the circumstrulces South Africa would abolish discriminatorY restric
tions, if not all quantitative restrictions .on imports. 

, 

The questiop. remains, therefore, whether the United Kingdom and 

Continental Europe could earn s'urpluses with South Africa in t,he face of competi

tion from the United States. On the one hand, it might be argued that if the 

Uili ted Kingdom could compete successfully vd th the United States j,n South Africa, 

then it could also compete with the United States elsewhere, including the United 

states;market itself; and if British goods <ire competitive with American goods, 

the United Kingdomt s dollar problem can be solved without an increase in the 

price of gold, sil1;ce it would pernl:l.t greaterdirect earnings from the dollar area 

and greater earnings of dollars from non-dollar countries.. On the other ha.nd, 

however, it must be conceded to the proponents of a. rise in the gold price that 

it is.probably somewhat easier for the United Kingdom to compete wi tn the United 

States in South Africa than in the Western Hemisphere, particularly in the United 

States. Long-standing business and cultural ties, the lower level o~ tarif~s 

and, as a result of the gola revaluation, the rapid increase 'in real iincome in 

South Africa are among the reasons why British exports CQuld be more easily sold 

in South Africa, even under conditions of non-discrimination, than i~ the United 

States or other countries of the Western Hemisphere. 


A more precise formulation of this advantage to the Uni ted Kingdom is 
that its terms of trade, after a given increase in the dollar value of its exports, 
would be more favorable if.the exports were sold to South Africa than: if they were 
sold elseWhere for dollars. It is important to note that. the benefit, to the . 
United Kingdom, and.perhapsother countries of Western Europe,from a\,rise in the 
gold price is confined essentially to this factor; namely, the higher: prices associa:
ted with exports to South Africa where real income would be growing rapidly, than to 
other ~ 

1/ The notion that South Africa might agree to continue discriminating in favor 
- of the United K'ingdom in return for British support in persuading the United 

States and the International Nronetary Fund to' raJse the price of gold is in 
rather direct conflict with one of the principal purposes of the proposed rise 
in the gold price; namely; that it would permit rapid progress tow~rd a system 
of freer world trade and payments. 
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1 .' .,countries from which dollars m.i.ght be earned.l/ The value of this benefit is 

difficult to assess. One can conceive of circumstances under which its value 
might increase; thl.s vrould happen if, for example, American tanff.s wefe raised 
relative to South African tariffs. Similarly,a. recession in the United States 
greater than in South Africa would enhance the value of the, benefit.On the 
other hand, its value 'would be reduced by an easing of American commercial policy.

• . 	 . ! '. 

, 	 1 

If there were no costs to the United states resulting from arise in the 
price of gold, it might be· argued that even though the benefits to the :United 
Kingdom and Continental Europe were not of major ,proportions, they were of, suf
ficient importance to justify the revaluation. In fact the increase, i~ the price 
of gold would be equivalent to a large improvement in the terms of trade of ' 
S')uth Africa. The burden of the higher volume of imports thus permi.tt~d to South 
Africa would, in the' final analysis', fall ,on the United States ,whethe~ South 
Africa seld its gold ,directly to the U. S. Treasury or used it to purchase goods 
frem the United Kingdom which, in turn, sold it to the United States. This point 
may be seen more ciearly if gold is regarded as a commodity~The United Kingdom 
would be importing tills commodity from South Africa and re-exporting i ttothe 
U:lited States.. As a result the terms of trade of the United Kingdom, wQuld be un
affected by the increase in the price of gold, while the terms of trad~ of the 
Uni ted states, the final importer of the gold, 'would deteriorate. 

Now it might turn out that the current account surplus of the United 
states would be no greater than.in, recent years when it has been financed by, 
fcreign aid. In that case, the ,real burden on this economyvoJould not :Lncre·ase. 

has always been assumed, however, that the foreign aid burden was' a [tel\lporary 
one. Furthermore the 13ubstitution of higher gold imports for foreign. ai9. suffers 
from the disadvantage of replacing the political andecoriomi6 criter'ia !governing 
the distribution of foreign aid by a system based upon the accidents 0$ geology.. 2/ " 
In view of the announced intention qf the European aid-receiving coun,tries to
dispense with aid as soon as possible, it is soreewhat questionable whe~her it 
e1.1,cnt to be replaced by another burden on the American economy, from, which the 
'(!l,i t,ed Kingdom and Continental Europe would derive only a Iriinorshare cif the 
bsnsfits. ' 

y 	Two a~ditional but lessimportant·benefits would be (1) the increase: ~'earnings;: 
0"::", British investments in South African mines and other enterprises :"\I~hose" in
C(,,::les would ris,e and (2) the higher value of gold productioni'n t:tl!=l :colohies 
which would be more certain to accrue to the mother countries. Qrithe qt;her'
::"'.n.:i, an increased flow, of capital from the U.K. to South African gold m£rl~s, 
e:ad other enterprises would .probably offset, in the short run at lea~s't, ,the 
higher investment earnings. , ' ;'.,,"

Y In addition it is more inflationary to finance the current account siirplus In 
the Uo. ~S. balance of paymeri~S by gold imports than by governme,ntgrartts. If 
expansio'nary policies were to become desirable, from the vie'VIrpoirit or; the U..S. 
economy, there' are other ways to achieve them. ! 
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In cempensatien fer this real cest te the American ecenemy, the geld 
so acquired weuld have a higher value as a claim en geeds abread. ,H;0'w:ever the . 
balance .of payments argument fer geld revaluatien regards geld impor:ts as a mere 
.or less leng-term means .of financing the current acceunt surplus in 'the U. S. 
balance .of payments. It fellows that the United states is expected ~e continue 
to accumulate, rather than te use·, these higher-valued claims en ferrign geeds and 
services. If, en the ether. hand, .it is argued that the United, State~ could 
utilize the geld by taking. varieus measures to raiseimperts, the ferce behind 
the gald revaluation argument disappears, since such measures would in themselves 
increase the dellar earnings .of the rest .of the warld. 

Under present circumstances mest ceuntries .of the werld are experiencing 
i"'apid reductiens in their dellar deficits (.or increases in their surpluses) • Be
tween March 1952 and June 1953, the gold and de1larholdings .of fereign countries 
increased by mere than $2-1/2 bi11ien. Of this amaunt, the United K~ngdem has 
acceunted fer abeut ene-fifth. It is impessible te predict hew lang these 
tendencies will centinue .or whether they will be reversed. But as lcmg as they de ' 
cantinue, it is difficult ta accept the claim that, fer balance .of payments 
reasans, an increase in the price .of geld is an essential cendition for a solu..... 
tien .of the "de11ar problem" .or fer pregress teward freer wer1d trad~and payments" 

Canc1usians 

Current arguments favoring an increase in the .official price .of geld 
advance the propasal as a means .of facilitating pragress by the United Kingdem 
and ether countries .of Western Eurepe teward the elimination .of trade restrictions 
and the achievement .of canvertibi,lity.Y The prepasal is put ferth as, a way, en 
the one hand, .of augmenting the value in terms .of goeds .of the geld r:eserves of 
these ceuntries and, en the ether, .of increasing their de11ar earning,s. 

There are .of caurse na fixed criteria fer judging the adeqU;acy .of gold 
reserves. Mest .observers would agree, hawever, that the gold (and deliar) 
reserves .of the United Kingdem are prabab1y net sufficient te support! sterling, 
cenvertibi1ity under present circumstances. The extent .of this insufficiency has 
frequently been .overstated as a result .of camparisons with the irrimedi~te pre-'war 
periad, when the ratia .of geld reserves ta fareign trade was abnerma1ly high. 
Furthermere the gald and dollar reserves .of the United Kingdom and maily ether 
c~)Untries have been 1"1 sing rapidly in the recent past and this mevement is 
centinuing. It is therefere suggested that ether methads .of augmenting reserves, 
for cauntries which need such assistance, might befaund. The reseurces o.f the 
InternatienalMenetary Fund can be used selectively in support .of s igrtificant 
measures in the directien .of freer trade and payments. In additien, stabiliza
tien credits' frem ether seurces, might be u'sed te supplement the reserves .of 
particular countries in the same way. 

I ; 
, 

Y One observer has deduced that the C.ommenwealth Ecenemic Conference'.of',:l,a.st 
, December received favorably Sauth Afriba' s plea fer a jeint Cemmonwealth, ,appeal 

ta the United states regarding a uniferm increase in the price .of gold; , 
C. Gerden Tether, "New Phase in the Ga1d Price Cantroversy?Ii The Banker, 
February 1953, p. 90.' i 

I, 
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The argument for a higher gold price is even less convincing Yihen it is 
presented as a means of increasing the 9.o1lar earnings of the United Kingdom 
and Continental Europe.. It is demonstrated above that the benefit to the latter 
countries in this respect would not be as great as is sometimes assumed. That 
benefit is measured by the greater ease in developing an export surplus· with 
South Africa than with other countries from which dollar.s might be ecirned.The 
major benefit wouldaccrUi9 to South Africa and the major cost, in rea:l terms, 
would be borne by the United states. Under the circumstarices, therefore, the 
q(3.se for a rise in the official :price of gold has little to recommend it. 

: I 

I· 
I 

I 
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Summary and conclusions 

During this entire period some $3 billion of gold accrued to the 
vTOrld non-official holdings; this resulted from large transfers fromlVliddle 
and Far Eastern countries to European countr'ies in 'the thirties' arid from 
net additions to private holding's; in both the East and the West, ~ft.er 
1943. Thi s amount of gold rep;.:'c sents about one - seventh of an aggregate gold 
production of $21 billion from 1931 to 1953. Abollt the same amounycf gold 
($20 billion) had been produced in the years between 1900 and 1930, and some 
$10 billion wer.e produced in the i9th century. Production throughout the 
preceding three centuries is rated at a few billion dollars only ..It may be 
surmised) therefore, that gold production over the past four centurtes and 
a half aggrer;ate<;i perhaps $55 billion,of which some $37 billion were acquired 
and are pre sently held ,/?S re serves by. monetary authorities. .oIl thi~sbasis, 

the total dIsappearance of gold since the discov~ry of ,America into, private 
holdir-gs, artistic al1d'ir,c1..11strial uses, and waste and destruction mt::j.y be 
placed at around $18 ,billion. ! ' 

I' 
I 
I 

I , ,
The following facts and cOl1clusio'n~ emerge from the stati~tical 


and ot.her information presented in this article for the .,post-war years. 


( 1) The many and varying factorswhieh-"contributed to the high 
level of private ,demand 'for gold in this period may be related to monetary 
di sorders , political fears apd dangers of v;ar. The first of the sefactors 

" 
appear to have been the n:6st per".rasi ve, as nations showing high preference 

i 
I, 

for gold had generally in common governmental policies of tnom~tary inflation 
and loss of public confidence in their currencies. On the other'hartd, 
traditional and psychological factors seem to have conditioned nations 
differently, as in !llany cases the reaction to monetary disorders wa~ flight 
of capital into foreig~ assets, domestic investments and consumer goods 
rather than into gold. 

, 
(2) The existence of restrictions on exchange and goid tI1ansactions 

during this period led to the establisbment of "free" gold markets, 're'stricted 
. in their operations by. government controls. In London, while the gold market 

1/ Gold movements from 1931 to 1937 were reviewed in the Federal Re..s~rve, Bulletin. 

of August 1937 •. Material for the period 1937-1947 was presentedinfIovember . ' 

1948 in an. internal,~paper on "Gold Hoarding -- An Overall Estimate" by Mary 

Maroney. . 

For purposes of convenience, all figures ate in dollars, on the·basis 

of the present gold valuation of $35 per ounce. 
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had been closed since 1939, authorized dealers were permitted to,act as agents 
in arrangl.ng transactions between non·,residents. Switzerland provided facili,-. 
ties for domestic as well as external gold transactions. In other countries, . 
such as France and. India, transactions were permitted on internai markets. . 
The operations of these "free" warkets involved frequently illegal t:::-ansactions, 
particularly with respect to international movements of gold. 

(3) Gold was dealt in these markets at premium prices :-- Le.; at 
prices higher than its official monetary value. These prices rei'lected in 
part the effective 'depreciation of the currencies used in the operation, in 

.~: 

part the risks involved in the illegal nature of the market transactions, and 
in part simply a speculative preference for gold. Prices varied 'greatly with 
respect to va:t'ious currencies and in various markets, and they fluctuated 
widely from time to time. 

I (4) South Africa and Latin America were the leading p:toducing areas 

supplying the gold markets; other important producers (Canada and the rest of 

the Sterling Area) played a lesser role in this field. Gold moved fr'o::n thes''; 

producing areas to industrial countries, such as the United States, the Unit2d 

Kingdom and other European countries (France, Switzerland, Italy, the Nether

lands), for processing into forrns which the markets could handle.: 


(5) Part of the gold so processed appears to have been: retained in 
Western Europe, being held in the United Kingdom exclusively forforei.gn ac

, 	" counts, in France largely for internal account, and in Switzerlana without 
limitation as to holders. The rest of the gold moved toward Tangier,which 
had become a major depository center for the West, or toward the Middle and 
Far East. 

(6) The movement of gold to the East could be traced through 
certain transit pOints -- namely, Beirut and Kuwait in the Middle East, 

, and Hong Kong, Macao and Bangkok in the Far East. It appears that China 
I·:I ceased to be one of the most important net buyers after 1949, arid that India 
, became thereafter the major recipient of gold. 

:~ 

(7) The unprecedented p!'ivatedemand for gold in the post-war years 
has apparently led to the accumulation of conSiderable amounts of: metal in the 

Ii 	 hands of dealers in far distant depository and trading places. The su'beiding I : 
~ i of the demand and the reopening of the London market in 1954 have brought about 
t I some dishoarding, accompanied by occasional declines of'foreign gold prices 
I' 
I, below the dollar parity. 	 ' . 
! ; 

I:," 	 (8). The subsiding of private demand for gold and the decline of 
I! 
" market prices to the official valuation of gold in terms of dolla:rs and 

1'1 certain other currencies have occurred along with the progress of'f'inancial
!\ 
I stabilization and the relaxation of exchange and trade restrictio~s in Western 
! 	 ' Europe and the Sterling Area. With the restoration of currency convertibil:i.ty, 

. " 
 a free gold market would again, as in the thirties, operate along with the free 

exchange market in influencing fluctuations of exchange rate's.' The existence 
of these twin markets would offer a broader scope of operations to mon~tary 
authorities. anti is likely to become again, as in the past, an important factor 
in the course of international exchange developments. 
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3 .,. Flow (;~GOld to NOI1-r1onetary Uses 

General trends' of supply and dema.n~ ±.I 
"The statistical analysis presented in the table on the rl.ext page ' 

indicates that the aggregate supply of gold for the 23-year period (1931-1953) 
may be placed at $23.2 billion; of which $21.1 billion was obtain~dfrom new 
production and the ::cestfrom otber sources. From this has been deducted an, 
estimated increase in the world's monetary reserves of $18.6 bill~on (from $18.1 
billion in 1930 to $36.7 billion in 1953), and the industrial con~umption in 

,,'the United States ($1.8 billion). '1'his leaves a residual of $2.8 ;billion, 
which was presumably used in arts and industries or added to private holdings 
outside of the United States over the entire period. 

1 

There is no baSiS, because of lack of information, for estimating 
the current industrial consumption abroad independently of, other -type s of' 
private demand. Prewar experience would show that approximately the same 
amount of gold was normally used in arts and industries in the rest of the 
'vorld as in the United States. In practice, the combination of foreign in
dustrial consumptiqn and additions to private holdings appears 'to be a more 
reliable yardstick because of the growing difficulty of distinguishing 
bet'-leen these two categorie,s of gold use and also of their limitless inter
changeability. 

The figure of gold absorbed by ,private demand abroad would be 
i.:..', 	 somewhat higher if account were taken of sales by the USSR on the gold 


markets over the past few years. The USSR apparently ceased selling gold 


1/ Statistical basis of analysis --The figures appearing in this 
! 

article are 
based in part on regularly reported statistics and in part on incomplete data 
and estimates. Information on gold relates primarily to supply factors and 
monetary reserves; the non-monetary demand is determined as the d~fference 
between additions to supplies and changes in monetary reserves. ,~o attempt' 
has been made to estimate the USSR"production, consumption and holdings of 
gold, nor USSR sales on gold markets. 

Figures for gold production are believed to be sufficiently reliable, 

since all of the major producing countries report their output. Other sources 


.:! of supply include transfers of gold from USSR to other monetary authorities and
I " 
the estimated return of coin and scrap gold. 

I 
I 1 

Changes in gold reserves are based on reported gold holdings of cen
tral banks and governments and international institutions, unpubli:shed holdings 
of' various central banks and governments, and estimated holdings of

I 

countries 
from which no reports have been received. 

,I 

Changes in private Middle and Far Eastern gold holdings have been 
estimated on the basis of available information on local production and sales 
by monetary authorities within individual countries, as well as of; movements t, 	 of gold to ~nd from other areas. Estimates of these movements have been derived 

from officially reported trade statistics or unofficial information from various 

sources. Owing to the inade~uacy of data, these figures are obviously subject 

to a wider margin of error. Private gold demand from the rest of the world is
i 

, 
1 
, j' the residual item; any errors in the other estimates would result in an opposite 
, i error in this residual., , 

',;! 
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-225 2,99023,200 I 18,590 1,8452,145Total (23 yrs.) 21,055 ~ 
.. 

'1/1931-1937, estimates of U.S. Mint; 1938-1952, estimates of U.S. Bureau of Mines; 1953, Fed. Res. Board estimate .
g/ Includes return of coin through 1939 and scrap (in U.S.,1931-1953 and other coulltries,193l-1936), plus net receipts 

from USSR,1931-1947 and 1953. Return of coin and scrap based partly on reported statistics and partly estimated. Net 
receipts from USSR based on reported U.S. receipts and incomplete data and estimates on receipts by other countries. 
Estimated outflow from USSR has been adjusted in 1938 to include receipt by USSR of $521 million of Spanish gold alleged 
py Bank of Spain to have been sent to the USSR. 

~} Estimates 'for 1931-1952 published t.y U.S. r~i.ntj 1953, ·Fed. Res. Boai'd estimate • 
• t Includes changes in private holdings of 1;,~estern Countries, foreign industrial consumption, and errors and omissions • 
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to other mone tary authorities in 19l+7, but in 1953 around $75 million of Hussian 

.', 
J 

gold was reportedly received by a foreign central bank. Apart from these oper
ations, which have been accounted for in estimating gold supplies,thel'e have. 
been indications of recent·Russian sales in free markets, the extent of which 
cannot be accurately gauged. On the basis of press reports in the: latter part 
of 1953, such sales may be placed in a range of bet\Jeen $50 and $100 million 
for that year, and perhaps they were somewhat lower in the few preceding years. 

The changes in private demand -:- The statistical and other informa
tion available thus leads to a cOriciUSIon that the net addition to the wOrld's 

" non-official goid holdings for the period 1931-1953 was around $3 :billion. 
" 

,, 
The entire period may be divided into two phases. The first phase 'I 

1931 to 1943 -- was characterized by a massive liquidation of priv:ate holdings 
in Middle and Far East ~ountries, SUbstantial accretions to private holdings in , , 

" 
" 

other areas, and a moderate net liquidation on balance. The second phase -- " 
1945 to 1953 -- witnessed the unprecedented growth of private dem~nd in both 

:~East and West. On balance, for the period as a whole, there seems to have 
been only little change in private Eastern holdings, so that the vhole net 

,I 

addition to the world's non-monetary gold presumably accrued to p:i:-ivate 
I,holdings outside'the East -- principally in a few countries of Western Europe. I 

In the first phase, it is estimated that during the years 1931-1940 
the liquidation of private gold holdings in the East reached almost $2 billion, 
while private holders in other areas accumulated about $1 billion' of gold. In 

I", 
i· 

the first half of the thirties, when the fall of prices affected severely raw 
,: material producing countries and deteriorated their terms of, trade vi.s-a-vis 

! industrial countries, Eastern holders liquidated about $1.5 billion whilel, 1 

I 
!' 
I 

i 
~ 

, I 

" 

, 
!." 

I' ' 

other holders acquired about $2 billion of gold. From 1936 to 1940, as ex
change regulations were tightened in European countries and a flight of "hot" 
money toward the United States ensued, liquidation of gold holdirigs became 
important in EUrope -- reaching about $1 billion -- while it declined in the 
East to some half billion dollars. 

Special circumstances appear to explain the substantial liquidation 
in the West indicated for 1939 and 1940. Many private holders ,ibEurbpe pre
sumably preferred to dispose of their gold in order to shift int6 overseas 
assets that seemed to afford greater security from risks of the war. In 
addition, various governments took measures requiring the surrender of gold 
held by their nationals, and the German forces requisitioned gold in occupied
countries. i . • 

Results for the years 1941-1943 show revival of privat:e demand in 
the East, and some further Western l'iquidation. The American, British,'and 
Japanese Governments sold gold during those years to raise local currency funds 
in the Middle East, India and China without adding to inflationary pressures 
in those countries. 

The second phase, from 1944 to 1953, was characterized by rapidly 
advancing inflationary pressures in the early postwar years and:sharp changes 
in economic and monetary conditions over the rest of the period~ it was not 
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until 1952 that the process of stabilization appeared strengthened in most of 
the leading countries and in the world at large. During this entire period, 

, .it is estimated that around $3.6 billion of gold went into private holdings, 

representing the equivalent of around 50 reI' cent of new foreignpl'~d.uction. 


The peak of private demand appears to have been reached in 1951, when 8\) per .,,'

,.j 

I" :cent of new foreign production went into industrial uses or private; holdings, I 

, ,or was otherwise unaccounted for. , 
L 

There have been a number of specific d.evelopments in these years 
which affected the supply and demand on gold markets. In a statement of 
June 1947 regarding transactions in gold at premium prices, the Int'::l'li..ational 
Monetary Fund. recommended. that all of its members take effectiveac-;~i:)n to 
prevent intel~national transactions in gold at premium prices with other coun
tries or with the nationals of other countries. IIi compliance with the Fund 
recoIll"!1endations, there 'vas a general tightening of controls on gold transactions 
by member as well as certain non-member countries. 

Despite these measures, the amount of gold flowing into private 
holdings in 1948 reached the highest level in many years, and, in,the£'lrst 
ha.lf of 1949 the flow continued at about the same level. '1'his higher demand 
was accompanied by a rising price until the end of June 1949, when tl;te inter
national dollar price reached $50 per ounce, as shown in the chart,on the next 
page. 

This was followed bya rapid decline in the price of gold, as 
supplies increased ~~d demand showed a tendency to fall. The supply of 
gol~ lvas increased significantly by the dec! sion of the Union of South 
Afrj.ca to permit the export of fabricated and semi-processed gold I'or sale 
on the free markets; by 1951 such sales reportedly amounted to about $160 
million (based on 40 per cent of South African production). At, about the 
same time, the demand from Chinese sources ceased. For several years China 
had imported large quantities of gold but in mid-191.J9, following the establish
ment of Communist control, the movement was reversed and some golq began to 
move out of the country. Demand for gold in other countries also declined 
sharply, after the world-wide currency adjustments which took place in 
September 1949. This combination of factors drove the price downward until 
May 1950; when it fell to around $36 per ounce. 

With the outbreak of hostilities in Korea in mid-1950, there was 
an i~nediate and widespread renewed demand for gold. It is estimated that 
the amount of gold flowing into private holdings in the second half of 1950 
was about $275 million, as compared with around $75 million in the first, ' . 
half. Correspondingly, the price rose until January 1951, when it was abb\l't 
$42 per ounce. 

In 1951, as the amount of gold entering private channels reached 
a new high, its price fell, the sbarpest fu·op taking place after September. 
At that time the International Monetary Fund announced that it would leave 
to, member countries the decisions pertaining to the regulations of gold 
transactions in free markets. Following this announcement,tbe gold pro
ducers of Canada, Australia, Southern RhodeSia, and West Africa were given 
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BAR GOLD PRICES 
Dollars per fine ounce~ End ,Of Month 
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permission by their respective'gbv~rnments to sell gold in pr.ocesseid form on 
free markets. ' There was no limit placed on the amount Canadian and Australian 
producers could sellj however, Canadian prodv,cers who elected to sell gold on • 
the free mairket were to forego subsidies. Restrictions .un sales b:y Southern 
Rhodesian and West African prowlcers, who were limiteQ to 40 per cent of their 
output, were removed in 1952. Furthermore, the provision that· gold had to be 
in processed form was removed in Australia, Southern ·Rhodes;i.a, and West AfricaI 

I in 1952 and in South Africa and Canada in 1953, thus leaving producers free to 

l sell gold in fine bar form.
i j 

r I 
I '1 The amount of gold entering private holdings in 1952 was,f!1A.bstantially

1"'1 less than in the, previous yes,rs. D.emand was off throughout the Ea~tJ particu
I: 
I '1 larly in India. Apparently there was also less demand for gold in,F:rance until 


1 the latter part of the year. In fact, .some gold. was released from private

I holdings in the latter country in connection with the Pinay go~d l?anj around 


34 tons of gold ($38 million) 'Vlas acquired by the French Governinent. Reflectit,:; 

1 the decreased demand, the price of gold in the various markets also declined. 

I 

! 	 After reaching a low point of $36.75 in November, the internationa~ dollar. 

price for ~old closed the year at around $37.50. 


I 
I 

In the year 1953, pr:i~vate holders probably absorbed about the. same !' .1"' 

,.1 amount of gold as in the previous year, but while, in 1952 the' rate! of absorption
I was evenly distributed throughout the year, in 1953 demand was fltronge:r in the , . 
{ 
·1 

~ 	

first half and declined thereafter, and by the fourth quarter only about $50 , 
I 

! 	 million of gold apparently weht into private holdings. As supplie's increased 

and demand contracted, the dollar price of gold in European markets for the 

first time fell below the official dollar parity in November. , By :the end of 


,.the year, the price had increased to slightly above $35 an ounce, Ifollowing 
the withdrawal of South African sales from the market. 

Geographic distribution of private holdings 

From available information, ,it appears that private dezn.cind for gold 
in the Vlest has been largely concentrated in a few countries. Pirom all indi
cations, the greatest demand for gold apparently or.iginated.in France, and 
there has been evidenc.e of persistent demand from Italy. For some years there j' 

was an active demand for gold by the Greek public, whic~ was met through sales 
of sovereigns by the 'Bank of Greece. In London, gold has been customarily 
held by licensed banks and firms for the account of non-residents~.' Zurich 
and Amsterdam have'also been important international gold centers~ Gold is 
also held for the account of non-residents in Tangier. There is no statis
tical evidence of any significant demand for gold in other Western European 

1 	 or in Latin Americancd~tries. 
il· 

1I: 
'I • 

Priva~e holdings in Middle and Far Eastern countries are more 
II
II,,: widespread, since there have been few effective restrictions. From the 
II ': 

I 

end of World War II unt:j.l the end of 1951, Egyptappear;ed as a' leading
U '! importer of gold, but the imposition of restrj,ctions in March 1952 ,resulted
) :." " 	 in cessation of open imports.. In Saudi Arabia and few other countries in 

the Middle East gold coins are used principally as a medium of ex~hange.I 
Until the middle of 1949, niost'of the gold entering the Eastern ni~rkets 
reportedly was destined for China and India. After the clOSing of the 
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Chinese market in 1949, the main flow apparently was directed towar~d India, 
but this has graat1allydeclined with the subsiding of inflationary:pressures. •. 

" 	 I 
. ,The sources of gold -- Goldenterillg private channels either for 
!!industrial consUmption or other uses comes from two sources, ne,{ p~oduction 

or sales by monetary authorities from official reserves. Until the latter 
'part of 1953, the Union of South Africa reportedly was sellil~ about 40 per 

" 	cent of its annual produ.ction of over $1~OO million on the market, but the 
amount of sales by producers in other sterling Area countries and Crulada has 
not been disclosed. : I 	 !., " 

In the United States, somewhat mOl'e than the equivalent of new 
domestic production is used in industry and the arts. A substantial part .:1 

i 

of the production of Latin America and Asia has found its way into:non
monetary uses through the United States. In the years 1948-1953, dyer .1 

"I' • 

77,000 kilograms ($87 million) of gold-bearing materials ylaS sent ~o this ., 
country, most of the refined gold being re-exported to Eastern countries. 

There is very little information on sales of gold by monetary 
authorities. It is known that the Bank of Greece acquired gold so~ereigns 
for sale to the public for a number of years, such sales being reported at 
around $70 million from '1946-1952. Gold sovereigns were also acquired by 

., 
f:the Government o~ Saudi' Arabia in payment of oil royalties; most of these i 

sovereigns were exported for "sale at a premium while somebe.came part of ", . 

tl1e local currency in circulation. 'I'he payments of oil. royalties may have 
amounted to $85 million in a few years up to the 'middle of 1950, when such 
payment began to be settled in dollars and other currencies. From:time to 
time there have been reports of intervention by various central banks in 
local gold markets. 

It is practically impossible to estimate accurately the movement 
of gold from one country to another. A few countries publish custqms figures· 
on gold movements, but there are so many gaps in the data that theY, are of 
limited value only. Fur;-thermore, since many countries c0ntrol strictly the 
import and export of gold, a considerable 'part of the movement is carried 
on in a clandestine manner. With these limitations, an attempt is made, on I : 
the basis of scattered data and information, to determine the general direc
tion in which gold has been flowing in recent years. . 

'rhe destination of gold: Western Europe -- Semi-processed gold 
from Sou·th Africa, the prinCipal source of gold to free markets, appears to 
have moved largely to a few European countries •. It would seem that France, 
Switzerland, and the Netherlands have been the immediate recipients and 
principal transit countries, and that in many cases the United Kingdom has 
been the country destination of such gold. , . 

i 
The United Kingdom publishes very little information. on gold move

ments, but reports from other countries indicate that a substantial ~ount 
of unrefined and semi-processed gold moved into the United Kingdom.. Gold 

. , .imported for refining and processing could be exported, subject to license, 
to any country outside the Sterling Area provided the country perm~tted the 
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import. Gold could be held in the United Kingdom for account of n¢n-residents 
and such golo. could. be exported to any destination named by the fOJ;'elgn owner. 
Although there are no estimates available, it would appear that there is a 
considerable amount of gold held in London bank vaults for the account of 
foreigners. 

Until the end of 1948, when controls on gold movements w~re insti 
tuted, Switzerland had been the principal transit center in the movement of 
gold from the West to the East. Since 1949, when .south Africa began selling 
gold from new production on the markets, Switzerland has been associated "11th 
activity in th:e semi-processed and fabricated gold traffic, as shown b;y re
ported statistics. In 1952, the Swiss National Bank removed all controls 
over the import and export of,gold, including bars and coins. 

A free gold market has eXisteq in France since early 194~ but 
legally the market is an internal onEf;Dti6 one is pel'mitted to import and 
export gold without permis'sionof the Bank of France. This reportedly 
has led to the clandestine movement of gold across the borders, but no 
estimates are available as to the volume of such traffic. 

! 
According to Italian statistiCS, a considerable quantity'of gold 

coins were imported into Italy from the Netherlands and France in i950and 
1951, and in 1952 a small amount was imported fi:'om the Netherlands: and 
Belgium. According to stc;l.tistic!i3 of other countries, semi-processed gold 
has also moved into Italy in considerable amounts. It is not possible to 
trace any movement of gold from Italy. Presumably gold was fabricated and 
re-exported,' since it is reported. that the Italian Government granted 
licenses only for the importation of industrial gold into the country for 
fabrication and re-export. ! 

A market, although outside of, but closely related to, Europe, 
is that of Tangier. The exchange and gold markets in

. 
Tangier have : 

I 
remained ' 

completely free, and gold could be held there indefinitely without: payment 
of duty. During the post-war years, an active gold market develop~d there 
with well-organized financial houses, adequate storage space, and diversi 

, I 

fied facilities for international transfer and settlement of gold transactions. 
From 1948 to 1953, net imports into Tangier for storage were about· 53,000 
kilograms ($60 million). Imports came mainly from France, the United Kingdom, 
and Switzerland. 

The destination of gold: The Middle and 'Far East Since early 
1949, Beirut has become a primary in-tr~~sit center in the movement of gold 
from West to East. At that time, the Government ot Lebanon liberalized the 
transit of gold, permitting traders to keep gold there for a period up to 
four months, and to export the gold to any destination. In 1952 'the period 
wasextendE!d to six. months to aid Beirut gold traders who were having' ,dif~ 
ficulty in moving their stocks owing to falling Indian demand; From 1950 on, 
an average of 75,000 kilograms ($85 million) of gold reportedly passed through 
Lebanon each year. The principal countries of origin were the Netherlands, 

'France, the United Kingdom, and Switzerland, and it was indicated that most 
of the exports were destined for Kuwait. : 
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In t.he Far East, Macao served as the main distributi0rl center and a 
point at which gold coming from Europe and the Western Hemisphel'e 'Was cOllverted 
into bars and shapes accepta:bJ..e to local traders. Closely, associa~ed with the' , 
Macao marltet has traditionally been Hong Kong, vrhich provides the facilities 
for arranging and financing the international gold transactions. Gold could 
be shipped to and. from Mal'!ao· with little restriction, but ut;ltil rec:ently im·· 
ports and exports of gold from Hong Kong were prohibited.; gold may now be , 
imported under license for re-export to any destination in the wortd with 
tlle sole exception of Kuwait. 

Prior to the middle of 1949, China was the principal market fur 
gold import.ed to Macao. However, with the establisbment of Communist control 
and the exodus of refugees, the movement was reversed and gold began moving 
out of China to Hong Kong' and Macao. Du:cing the first half of 1950, thel'e 
was less activity in the two markets, but with the outbreak of hostilities 
in Korea gold trading began to flourish again. According to estimates of 
Hong Kong bulJ.ion dealers, gold imports into Macao during the peri09- 1948
1951 totaled almost 300,000 kilograms ($338 million) of which ,about one-third 
were imported in 1951. Imports declii'led somewhat in 1952, and in 19.53 were 
only about 30,000 kilograms ($34 million). Gold was imported into Hong Kong 
from Macao and the Philippines. Until November 1952, Bangkok rankeq. along 
with Singapm."e as the principal destination for most of the gold exported from 
Hong Kong. Since then Burma, IndoneSia, Indo-China, and Japan have ;replacec1. 
Bangkok as destinations. ' . 

Bangkok served as a tra n s '1 t point in the movement of gold and 
also as a center for gold redirected to India. Until 1952, the import and 
export of gold were illegal. In October of that yea~} a syndicate cif Thcd 
banks was granted permission to import up to 100,000 ounces ($3.5 million) 
of gold per month. Imports by private merchants continued to be officially 
forbidden. According to reports from BOIlg Kong, Europe has replaced;,' 
Hong Kong as the princi~al gold supplier to Thailand. 

Since March 1947, when the Reserve Bank of India suspended,the 
granting of gold import licenses, the Indian market has been supplied by 
newly-mined domestic output (around $8 million aru'lually) and smuggled gold. 
From all ,indications, it appears that sizeable amounts of gold reached 
India each year by clandestine channels. Gold moved into India through 
two principal ways -- through Beirut and Kuwait from the West, and through 
Hong Kong and Bangkok from the East. However,this illegal gold traffic 
apparently began to decrease somewhat at the beginning of March 1952~ At 
that time, a slump in commodity prices was accompanied by a decline. of 
around 15 per cent (to about 235 rupees per ounce) in the price of gold, 
leading to a settlement crisis in the local bullion exchange. !I Fotward 
tl~ading was suspended for two months and after the reopening of the exchange 
there was a further decline in the price through December, at which time it 
was about 215 rupees per ounce. In early' 1953, the price recovered to 235 
rupees and remained around that level until the latter part of the year 
when it again fell to about 215 rupees per ounce. This relative stab~lity 

I:.r The 'OffiCial-parIty of-exchange Is-21 cents per rupee, but no attempt 
is made to convert into dollars the free market price of gold since there 
is no free exchange rate on which to base such conversion. 
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of the Indian gold market has coincided with the tapering off of inflatio~1ary " 

, pressures over the past few years.

i 

Current deve10pment.s 

In the first half of 1954, the price of gold in free markets has 
remained around $35 an ounce and 'in the first quarter of the year a, movement 
of only a few million dollars. of gold could be traced to private holdings. 
In the second. quarter, a small dishoarding movement ID<;Ly be indicated, as 
European central banks reportedly have become net purchasers of gol~ from the 
market. 

The most important development in the year has been the reopening 
of the London gold market on March 22. vlhile the market' had been c+osed 
since 1939, authorized gold dealer,s had been permitted for some time to act 
as agents in arranging transactions between non-residents. Since access of 
S~erling Area residents to the market continues to be restricted, t~e major 
effect of its reopening is to facilitate London I s role as intermediary bet'lve0n 

I foreign buyers and sellers.IIt,.' 
, ,I, The London bullion market, consists of the same six firms a s beforei, 

I' the war. Anyone may now have access to'the market through the mediUm of allri 
banks in the Uni'ted Kingdom, which have been appointed as authorize4 dealers

'I in gold in addition to the'six firms. Residents of ,the Sterling Are,a may
'1 
! freely sell gold only for resident (Le., inconvertible) sterling; their 

purchases of gold are subject to permission of the Bank of' England and may 
be settled in resident sterling only. Residents of all other countries may 
buy or sell gold' freely provided payment i,s made in American account or 
Canadian account sterling, or in equivalent registered sterling. 

South' African gold production remains the most important r'actor in 
the supply of gold to markets. With the reopening of the London market, past 
arrangements whereby South African gold producers were permitted to sell part 
of their production in free markets} were discontinued. Sales of gOfd are 
now effected through the South African Reserve Bank which, according to the 

i South African Minister of Finance, wiil sell as much gold as possibl~on the , ' 

London market. It appears that the Exchange Equalization Account has recently 
intervened in the market as the purchaser of a considerable portion of this 
gold. 

Private demand for gold is at the lowest point in many years. As 
a matter of fact, a reverse movement seems to be taking place since gold is 
now moving from private holdings into official reserves. In addition to 
United Kingdom official purchases, the French Exchange Stabilization:Fund, 
according to press reports, has taken some fifty tons ($56 million) of gold 
from the market recently. 

Activity in Eastern markets has also fallen off, particulatly in 
Hong Kong. Furthermore J a smaller amount of gold has, been moving int,o India, 
as the lower price reflects a declining demand and has made smuggling: less 
attractive. 
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The subsiding of the private demand for gold and the reopehing of 

the Lond.on gold market have occurred along with significant moves by the 
United Kingdom toward restoration of convertibility for sterling. The result 
so far has been the maintenance of sterling prices for gold and exchange rates 
for sterling within'the narrow margins from parity set forth by the Interua
tional Monetary Fund. Should demand for gold revive to a point where premium 
prices would develop anew, they might have an unstabilizing effect 011 sterling, 
which foreigners could obtain at lower rates by offering gold to the ,mar'ket 
rather than by acquiring it with dollars or other currencies at the official 
fixed rate. Presumably the additional flow of gold to the market might be 
sufficient to depress its price and to correct any maladjustment of the sterling 
rate. On the other hand, the existence of twin markets might call for an actlve 
intervention of the authorities at times in order to maintain or re-establish 
orderly movements in gold prices and exchrulge rates. 

Thus the possibility for restoration of currency convertibility 1s 
bringing about a situation, as in the thirties" where a free gold market 
operates along with the exchange market in influencing fluctuations o.f ex
change rates, and creating or correcting temporary maladjustments. As the 
private demand for gold disappears, the monetary role of the metal emerges 
and gold is likely to be again, as in the past, an important factor in the 
course of international exchange develop~ents. 

.1 

. , 
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of war. In additfon;in,the later-', years' various govern
ments required the, surrender of ,gold held by ~ir n~· 
tionals.. In 1941-43, there was' some further liqtim('ltion 
in the West but a revival of priva~e demand in the ,Eiist. 

. The Allied and Japanese Governments sold gold during 
these years in the Middle Easterri, Indian, an'dChinese 
markets to finance militar), operations. : ' 

During the years 1944-53, private demand for' gold rose' 
substa~tially in both East and West, absorbing (outside 
the United States) about $3.7 billion of gold; this was 
equal to about half of all foreign goid production in this 
period: Strong inflationary pressures in the early post
war years were a major factor affecting demand, and the 
supply of gold was augmented by a decision of the Union 
of South Africa in early 1949 to permit, the export of 
fabricated and semiprocessed gold for private sale; This 
factor, together with the,world-wide currency adjustments 
of September 1949; helped to' reduce private interest in 
gold, but it was' renewed with the outbreak of hostilities 
in Korea in mid·1950. In 1951, the amount of gold enter
ing private channels reached a new high, but prices de
clined, the sharpest drop occurring after'~eptember, lhen 
the International Monetary Fund liberalized its po~ition 
regarding the.sale of gold on free markets. SubstJ~tially 
less gold.entere~ priyate chann~ls in 1952 and . .!953; and 

Private Demand for fiold 
From 1930 through 1953 about $3 billion of gold was 

absor ·ed by private holdings outside the Soviet Union. 
Thi estimate is derived as the difference' between $18.6 
billion added to monetary reserves during the period and 
$21.1 billion of new production together with sales of 
$0.5 billion py the Soviet Union. Of tne$3 billion ab
sorbed by private holdings, about $840 million. was, ac
countedfor by uses in industr:y and the arts in the United 
States; the remainder represented largely additions to 
private gold holdings in alL forms in a few co.untries of 
Western Europe. 

The private demand for gold in this period has fluctu
ated in response to.a variety of factors. In the years 1931
35, the decline in world raw material prices and the de
preciation of sterling provided a profitable opportunity 
to shift from gold, to different types of investment, and 
Eastern holders may have liquidated about $1.5 billion of 
gold during these years, while private holders, in other 
areas acquired nearly the same amount. Eastern liquida
tion declined to about $0.5 billion in the period 1936.40, 
wltile liquidation of private holdings in Western countries 
ros'e\sharply, to over $1.0 billion, as holders attempted to 
shift'i{lto overseas assets that seemed to afford greater 
securitLfrom gQ.Vl'l.rl!J!l~J:l,L£.Q.l!tr.()J§.~a_nd fEoII'! the effects 

International Financial We"is Survey, Oct. 22, 1951." 
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GOLD AND FOREIGN EXCHANGE COVER REQUIREMENTS OF SELECTED FOREIGN CENTRAL BANKS 

Prepare~ in t12e Division of International Fin~ 

Board of Goverh~~..Q[the F~~ Re~~rve System 

Since 1929, the staff of the Board of Governors of the Fede:tal 
\ Reserve System has from tiine to time prepared tabulations of the legal 
requirements for tpe holding of gold or foreign exchange by selected£:oreign 
central banks. 'These tabulations were published in the Federal Reserve' 
Bulletlns for August 1930" Julj,r 1932" July 1936" and January 19L~8. Ori the 
basis of information supplied by the area sections of the Di'lTision of ' 
International Finance" the table has again been revised, and is, appended 
hereto." ' 

Apart from revisions necessitated by changes in requirements' or in 
r 	 the status of requirements" and apart from the listing of a somewhat larger 

number of countrie s, the' present tabulati on differa slightly fromprevi:ous 
versions in two respects" First:,; wh,erever the necessary' informati.on was 
readily at hand the descriptive notes identify the laws or executive orders 
under which the requirements indicated Were esta1;llished" and -- in, cases 
where the latter are in suspense,~ the laws or orders under whiclJ"they were 
suspended" Second" because from time to tlme there is interest in too :trend 
of legal IIcover" requirerile'nts, the descriptive notes in many. ,cases indj;cate 
the requirements which were in force prior to present requirements) ii :the 
requirements have been changed in recent yearS4! 

It is qbvious that in sOI,lle countries the relevant legislatiohis 
to some extent out of date:' even v{here it is still ihforce on-somebas'iso 
As was pointed out in the July 1936 Federa:l ,Reserv:e Bulletin (p.. $41,)" :"In 
those cases 'in which,Lthe holding of foreign exchange as part of legal! 
reserves.7 is permitted., the fact that many of thest'a'tutes were adqp'ted in 
a period when the international gold standard prevailed is' reflected in the 
frequent requirement that exchange be gold eXGhange, 1.e.. exchange 9n a: 
country where the currency is,PY law coiwertibl.e i,nto gold for export. ,Few 
currencies satisfy this defi:r~;tion today" hpwever, and it is probable' that 
the term I gold exchange I is now~,broadly interpreted in practice. II Simiil:arly" 
the fact that in some cases' 'the requirements relating to foreign exchange 
state that it shall be "convertiblell (wit,hout specification of what it must 
be convertible into) is probably indicatiYe that such requirements were' I draf.ted 
at a time when this term" '. as used in international finance,;" normally meant 
"convertible into go~d,,11 and before the period in which. it has takenon,a 
variety of possible 'm·e~nings. 

In a few cases" "the real status and signif~cance of legi:slation is 
uncertain; this is particularly so where the legislation has beeh suspen,ded 
for a long period of time. In some cases" the relevant legislationhCl,s ;been 
suspended since the outbreak of World War II or shortly thereafter (as i,n 
Denmark" France.. and Norway). In othe:rs" it has beensuspende<;l even lon'ger; 
in Greece since 1932" and in Italy since 1935. It is true that the Neth~rlands 

, . 
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has recently reestablished "cover" requirements" and that Belgiurh is;in 
process of doing so; and this may indicate (or bring about) a general' 
trend toward reacttvation of such requirementse However" the longer a! 
central bank operates with legal "coverlf requirements in suspense" the 
more basis there is for regarding the conntry concerned as one which 
in effect -- follows the system of no minimum requirement of gold and 
foreign exchange cover. 

Of the 77 countries listed" the central banks of 31" or 40: per 
cent" have no requirement - either if effect or in suspense - of minimum 
holdings of gold or foreign exchange;_1 see the synoptic table on the follow
ing page. In 8 other countries (6 in Western Europe)" the statutoryrequire~ 
ments are in suspense" or have never been put into forcee If these 8 are 
regarded as countries whose central banks are not subject to legal m~nimum 
reserve requirements of gold or f orei gn exchange cover" about half of the 74 
countries may be said not to have such requirementse 

Of course the absence of a specific legal requirement of this kind 
does not normally mean that the central bank has no oblieation to hold some 
reserves in gold and foreign exchange. The holding of some amounts of 
ei ther or both is implicit in the central banking functi on" except where ' 
responsibility for maintaining adequate reservos of internationally-acceptable 
media of exchange is vested in a separate agency. For any country" the choice 
is never between legal minimum reserves in gold or foreign exchange and no 
such reserves" but between legally-fixed minimum holdings and holdings in an 
amount (probably varying from time to time) determined by discretionary 
authority. Of the 31 countries where there is no legally specified minimum" 
there are at least seven (Ceylon" Czechoslovakia" Ecuador" Guatemala;· 
New Zealand" Paraguay" and the Philippines) in which the bank statut~ con
tains language which either specifically or by. clear implication requires 
the central bank to maintain gold and foreign exchange reserves which are 
tlreasonable,1I lIadequate,,1I etc.; but in the normal case an implicit respon..;. 
sibility for maintaining such reserves presumably rests upon the central 
bank whether the statute contains such language or not. 

. During the past five or six years" there have been changes jin the 
statutory requirements of quite a few countries. In all cases but one (the 
Netherlands)" the changes have been -- in .line with the long-term trend 
everywhere - largely in the direction of lowering (or in some way Ij:beral..;. 
izin~the required minimum holdings. The countries in which it is k#own 
from our information that such changes have occurred inclUde: Cambodia" 

. . IJ/ .The 31 group includes Egypt" where the central bank statute fj,xes no 
. minimum holdings of gold or foreign exchange, but provides that minimum 

cover ratios shall be administratively determined by agreement between 
the central bank and the government; it also includes Hungary, where a 
similar provision exists. On the other hand" Sweden" where the gold 
cover requirement that exists no longer has any real significance, (amount
ing to less than 3 per cent of notes outstanding)" is classified as a 
country with a minimum cover requirement; and so is the United Kingdom" 
where. gold has to be held only against notes in excess of a specified 
fiduciary issue. 

, , 
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Foreign Central Bank Cover Requirements: Grouping of Countries 
by Nature and status of Requirements, and by Aroa 
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~?:! 	 Listing here includes countries with suspended requiremonts as woll as countries with requirements in afreot. 

y 	 "Gold and foreign exchange" means that there is a reC!'.Iired total holding, of whioh a specifiod portion must be gQld; "gold or foreign exchange" means 
that therequired total holding may consist of gold ,cd, fo:c",ign exoh~nge in any proportion (including taro for one or the other). ~ 
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Colombia,,]:! Egypt" Ethiopia" India" Indonesia" Iran" Israel" Laos" Rhodesia" . , 
South Africa" Thai land" Vietnam.l7 In addition" the change expected to be 
enacted soon i.n Belgium" vThile raising slightly the ratio of gold cover 
required to be held" in comparison with the ratio which was in effect prior 
to suspension of the requirements in 1944" would elimlnate a_,h5.gher percent
age requirement of gold and foreign exchange together. Moreover" the nature 
of the systems in effect in certain countries" notably Finland and the United 
Kingdom" is such that the fiduciary note issue normally increases over time" 
and the effective cover in gold or foreign exchange declines ,or at ariy rate 
could legally decHne. 

It is also of interest that in 1952" Canada replaced by statute 
a system under which the suspension of cover requirements had periodically 
to be renewed by an Order in Council" with one under which there is n'o cover 
requirement unles.s an Order in Council is issued establishing such a require
ment. 

In the Netherlands" the normal requirement in effect prior to 1940 
vms hO per cent in gold coin and bullion against notes and other current
account liabilities; this was suspended in 1940 and abrograted in 1945. By 
a l1.oyal Decree of June 19" 1956" the Netherlands Bank is now required, to 
hold. in cover of all such liabilities 50 per cent in gold or foreign exchange 
convertible into gold,; . This increase in cover requirements" which seems out 
of line with the normal trend in most countries" may be due" at least: in part" 
to the fact that in the Netherlands the cover ratio may be changed fairly 
easily" by Royal Decree" and to the faot that at the time the 50 per cent 
ratio was established" holdings of gold and convertible exchange by the 
Netherlands Bank were high" amounting to about 70 per cent of the relevant 
liabilities. 

1/ 	In Colombia" the reqUired gold or foreign exchange reserve agains~ 
notes was lowered from 30 per cent to 25 per cent" while that against 
demand deposits was raised from 12-1/2 per cent to 15 per cent. 

. 	 , 

g/ 	 In Laos~ South Africa, and Vietnam, the cover requirement was extended 
to deposits" at the same time that the cover requirement percentage 
was reduced; but in the case of South Africa" the previous limitation 
of the cover obligation to notes alone was in effect only from 19Lh to 
1948, the cover requirement having formerly applied to deposits as 
well. 
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GOLD AND FOREIGN EXCHANGE REQUIrEMENTS O~' FOREIGN CENTRAL BANKS 
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Ai'ghariistan 

I·· ':=':r[~'Argentina 	 Netes and demand 20 25 Suspended since October 1949. :~ s ,~.;~.-:
liabilities 	 Only net foreign exchange holdings may be inoluded. Not more than 20 per oent of the required,gc ~o : 

and foreign exohange reserves against notes, nor more than 10 per cent of total gold and foreign 	 , ~13 ~: ' 
exchange reserves, may consist of exchange "lacking a guaranteed gold content." Deposits held by I~ -... en I' 
member banks for account of oentral bank are not included as liabilities in oomputing eentral bank's 'I ~ {}~ 	t reserve requirement. , f;:O (S en t " 

Australia .. .. !1~ I~
I ~ 8:tt. 

Austria 	 .. .. , 'Ii 
BelgiulII 	 Notes and derr.and 30 40 Suspended since May 1, 1944. 

liabilities Nev! draft legislation, submitted to Parlhtment in November 1956, w~uld roquire 33-1/3 per oent gold kJ[L
oover of tetal sight liabilities, 'L~oluding notes in circulatien and ourrent aooounts of oentral 

bank, and wl:luld eliminate largClr requirement of gold plus foreign exohange. lJ " m ;;0 C ~~. 


:> == :J r"\ c.< CD ....... \JJ >:
Boliv1a 	 Notes 50 Suspended by deoree of February 25, 1954. \~,Undel' the (suspend8tl) requireme'lts set forth in Articles 65 and 66 of the Reerganization Law of the 
Central Bank of Bolivia of- December 20, 1945, reserves may oonsist uf gold and of deposits abroad ~ 
freely convertible into gold or other ourrenoies. Upon authorization by Minister of Finanoe, suoh 
reserves may be lowered tOt (a) minimum ot' 40 per oent whenaer the value of exports for a period 
of six months drops 20 per oent beloJw the half-yearly aVel'B.ge for the best three conseoutive ~'ea;. 

during the preceding 10 years; (b) minimum 1Of' 25 per cent whenever, under oonditions specified in ~Ijr .\.;,:(a), value ~f expvrts drops 50 per oent. 	 ' ~' IJ " " 

6;Brazil 	 Notes 25 In effect (but note qualification). 
~ Basis of requirement sign1fioa,ntly reducSl5', ratio of oover of total outstanding notes. Currenoy i9 


issued exclusively by Treasury, whioh oan either put it into circulation directly itself, or under ~f ~ 

IIgeneral legislatio!l," .I.e., thro],lgh Rtldisoount _Department lOr _the Bank Leal'). Fund- of -Bank of' ·Brazil. 


--Gold and f~rel~ ·oJtchan01 oever requirement applies only to currency issued under latter of' the 
two methods. A large part ef notes in oiroulation was issued direotly by the Treasury.1·.::; 

l\.) Bulga-ria .. .. No suoh requirements specified in the "Law Relating to Banks" of DOIIPmber 27, 1947, which established 
CO Bulgarian National Bank. 

......:t 	 "" No minimum requirement of ,Il,old or fcn~_gn 9xoha'1go .. 
1\;) 
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Burma Notes and deposits 

Cambodia Notes 

China 
Taiwan Notes 

Mainland 

Canada. 

Ceylon 

ChUe 

1" ~ 

( \.,) .. No minimum requirement (of gold or 
c'\.) 
00 
00 
""'-l 
W 

25 

33 

.. 

.. 

No fixed 
ratio 

.. 

.. 

.. 

.. 
.. 
.. 

foreign exchange. 

In effeot since establishment of central bonk in 1952. 
Foreign exchan8e assets may be in form 0 f; deposits in foreign oentral ba.'1ks, Treasuries, or 
oommeroial banks; foreign government securities; or doouments and instruments of types ~ustomarily 
used for international transfer (if funds. In times of emergency the requirement may be temporarily 
suspended if the President of Burma gives prior approval; the suspension is void unless Parliament 
ratifies within 15 days. 

In effeot sinoe January 1, 1955. 
From January 1, 1952, untU January 1, 1955, when Cambodia formed part of Assooiated states 
Cambodia, Laos, and Vietna~, Institute of Issue oover requirement (applying aloo only to notebJ was 
50 per oent. Previously, ur.der Artiole. 3 of deoree of May 31, 1930, 
was required to hold gold and acnvertible foreign exohange in amount 
note ciroulation and demand deposits. 

oentral bank 
of at least o

(Bank Ill' Indochina) 
ne-third of total 

In effect. 
100 per oent reserve in gold, sUver, or foreign oxohange against the first 200 million New Taiwan 
dollars. Notes issued beyond this limit must be oovered by gold, foreign exohange, or warehouse 
reoeipts for expo rtableoommodities.. 

Unless the Governor in Counoil otherwise presoribes, Ea.nk of Canada is not required to maintain 
gold .1' foreign exohange reserves in any minimum or fi.xed ratio to its liabilities. (Section 25 of 
\lurrenoy, Mint and Exchange Fund Aot of 1952.) Seotion 26 of Bank of Canada. Aot of 1934 had 
speoified reserve of not less than 25 per oent of note and deposit liabilities, to be held in 
gold ooin or bullion, net amounts ofspeoified types of foreign exchange, and speoified quantities 
of newl~rnined Canadian silver. This requirement was suspended from 1940 until 1952, when 
suspense prooedure was superseded by Seotion 25 of Currency, Mint 'and Exohange Fund Act oita'" aboveo 

A requirement of gold 'or foreign exohange holdings oqual to at least 50 per oent of total note and 
deposit liabilities was suspended on Februar.y 15,1941. As no requirement is mentioned in subsequent 
banking legislation, espeoially that of 1953 end 1954, it would appear that the former requirement is 

now void, rather than in suspense o 
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