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False Belief #7: Gold Ceased To Be Money 40 Years Ago 

By Louis Boulanger 

 

“…I have directed the Secretary of the Treasury to take the action necessary to defend the 

dollar against the speculators.  I directed Secretary Connally to suspend temporarily the 

convertibility of the dollar into gold or other reserve assets except in amounts and conditions 

determined to be in the interest of monetary stability and in the best interest of the United 

States.”… 

~ US President Richard Nixon, in a televised statement to the nation on 15 August 1971.  You 

can see the full announcement here: http://www.youtube.com/watch?v=iRzr1QU6K1o.  

………………………….. 

And so, just like that, without any prior warning to all the foreign countries of the world that 

had the right, under the global monetary system in place since the end of World War II, to 

request the US to redeem dollars for gold on demand at the fixed exchange rate of 1/35th of 

an ounce of gold per dollar, tricky Dick plunged the world into the unknown and kicked off 

the biggest monetary experiment in human history.  

Here we are today, 40 years later, living the inevitable consequences of that tragic decision, 

which is euphemistically referred to as ‘closing the gold window’!  It is worth noting that 

tricky Dick went on in his historic address referred to above, to say to the American people 

not to worry about his action and even asserted that “your dollar will be worth just as much 

tomorrow as it is today”…  In other words, the effect of his action, he said: “will be to 

stabilise the dollar”.  

Well… the dollar may still look and feel the same, but it’s not worth anywhere near the 

same purchasing power that it had in 1971 prior to that announcement, nor has it been a 

stable currency.  Tricky Dick LIED to the American people and the rest of the world.  He 

knew full well that what he was doing was, in effect, defaulting on his country’s critical 

obligation under the Bretton Woods Agreement of 1944, on which the global monetary 

system relied for monetary stability.  It was a default, pure and simple. 

There were no speculators to defend the dollar against.  That was just another lie.  There 

had been an increasing number of foreign nations concerned about the increasing debt of 

the US government and the rising budget deficits of the US warfare and welfare state.  

http://www.youtube.com/watch?v=iRzr1QU6K1o
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Therefore, as any reasonable person would do, countries increasingly exercised their right 

to request gold from the US Treasury in exchange for their dollars.   In effect, the world was 

losing confidence in the dollar because the US was increasingly living beyond its means.  

And that was the case already, more than forty years ago!  In fact, the last nation to succeed 

in redeeming its dollar reserves for gold was France.  President Charles de Gaulle followed 

the advice of his Finance Minister, Jacques Rueff, a very strong and articulate advocate for a 

return to the gold standard since 1961.  France even took the step of sending two (or was it 

three?) navy ships across the Atlantic to make sure they got the gold and brought it back to 

France.  Other nations also tried to do the same after France, but it was too late.  

By then, the US Treasury gold reserves had already depleted significantly, by around 12,000 

metric tonnes or nearly 400 million ounces of gold, since their peak after World War II of 

more than 20,000 tonnes.  THAT was the real problem the US had: it was losing its gold 

because it was not being a good fiduciary of the only currency in the world that could be 

redeemed in gold on demand.  It was not speculators attacking the dollar. 

As more and more debt was being issued by the US government and none of it was now 

being paid back (since 1961, only interest on the debt has ever been paid, with the principal 

of maturing debt simply rolled over into new issues of treasury bonds), foreign states began 

exercising their right to exchange their dollars for gold.  As far as money is concerned, gold 

was again beginning to be preferred over dollars.  It reached a point where the choice for 

the US was to either debase the dollar –  i.e. convertibility into gold would need to go from 

1/35th to, say, 1/70th of an ounce of gold – or default on its foreign gold obligations. 

Of course, the US had an exorbitant privilege, as Charles de Gaulle called it (and new IMF 

head Christine Lagarde alluded to recently), under the Bretton Woods global monetary 

system of the post WW II era.  But, it should be noted also that it came with an equally 

important obligation: to redeem foreign states’ dollars on demand for gold at the then 

stated worth of a dollar, which was equal to 1/35th of a troy ounce of gold.  THAT was the 

definition of a dollar under the Bretton Woods system.  

Today, we have NO definition, i.e. no absolute measure of the value of a dollar, or any other 

currency for that matter.  All currencies are valued in relative terms to each other, but none 

are redeemable on demand at a pre-determined unit of weight of monetary metal, gold or 

silver.  Therefore, we simply do not know on any given day what the purchasing power of 

any currency will be in the future, let alone the next day.  But what we DO KNOW is that 

gold is still money, whatever modern day tricky dicks might say. 

Nixon’s suspension of the convertibility of the dollar into gold was announced forty years 

ago as a “temporary” measure… until it was once again to be, he said, “in the best interest of 

the United States” for such convertibility to return.  What does that mean?  It means that it 

has not yet been in the best interest of the US to do so.  When will that day come?  Nobody 
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knows.  It may never come.  Some other nation may decide to do make its currency 

redeemable on demand into gold or silver before the US does.  It does not matter.  

What matters is that you believe that gold REMAINS money, despite all the tricky political 

and monetary shenanigans of the last forty years and the ones yet to come.  Remember also 

that it was Nixon’s man at the US Treasury, John Connally, who famously said to Europeans 

worried about exchange rate fluctuations that the American dollar “is our currency, but your 

problem”.  Well, I say: gold is our (the people) currency and your problem now!  Protect 

yourself from ongoing fiat abuse and own gold and silver bullion. 

 


