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As the political landscape shifts and former US President Donald Trump gears up for a potential
2024 presidential run, the question of whether he would revive the gold standard has once again
captivated the public’s attention. Once a cornerstone of the global financial system, the gold
standard fell by the wayside in the 1970s, yet Trump’s outspoken admiration for this monetary policy
has sparked renewed debate.

During his 2017-2021 presidency, rumors circulated that Trump could reinstate the gold standard,
primarily due to his positive comments on the subject. He has expressed his belief that returning to
the gold standard would be “wonderful,” a sentiment echoed by his advisors such as Judy Shelton
and John Allison. Now, with Trump’s potential second term on the horizon, some analysts are
speculating if he would indeed abandon the US Federal Reserve and embrace the gold standard
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once again.

But what exactly is the gold standard? Why did it fall out of favor? And what implications would its
revival have on the global economy? This article dives deep into the intricacies of the gold standard,
examines the reasons for its demise, explores Trump’s stance on this issue, and analyzes the
potential consequences of its potential reinstatement.

¢ Gold Standard Definition & Explanation
e What is the Gold Standard & Its Introduction Date

e Countries on the Gold Standard Today: An Overview
e Why Was the Gold Standard Abandoned? Insights Explained

e What is the US Dollar Backed By? Insight & Details
e Trump’s View on Gold Standard: What He Said

e US Returning to the Gold Standard: Feasibility Analysis
¢ Gold Standard: Is There Sufficient Gold for a Return?

e What Would the Return to Gold Standard Mean for the US Economy?

Gold Standard Definition & Explanation

At the heart of the gold standard, countries establish a set rate at which they will buy and sell gold,
thereby determining the intrinsic worth of their currency. For instance, if the United States were to
reinstate the gold standard and peg the price of gold at $500 per ounce, the dollar’s value would
equate to precisely 1/500th of an ounce of gold. This fixed relationship provides a rock-solid
foundation for economic transactions, ensuring price stability and reducing the risk of inflation or
deflation.

The beauty of the gold standard lies in its simplicity and reliability. Transactions no longer require
the physical exchange of heavy gold bullion or coins; instead, paper currency represents a claim on a
specific amount of gold held in reserve. This system fosters trust among trading partners, as the
value of the currency is inherently tied to a tangible, finite resource.

The gold standard serves as a bulwark against economic volatility, as it limits the ability of
governments to inflate their currencies by printing excessive amounts of money. By tying the
currency to gold, governments are effectively constrained from engaging in irresponsible fiscal
policies that could erode the value of their currency.
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What is the Gold Standard & Its Introduction Date

Exploring the origins of the gold standard, we delve into its inception in Germany in 1871. By the
turn of the century, the majority of economically advanced countries, including the United States,
had adopted this monetary policy. For decades, the gold standard flourished as governments
collaborated to uphold its stability. However, as World War I erupted, sustaining the gold standard
became challenging, with shifting political allegiances, rising debt, and other factors eroding global
confidence in this once-esteemed monetary system.

Countries on the Gold Standard Today: An Overview
Exploring the Current State of the Gold Standard: Which Countries Still Adhere?

Contrary to popular belief, no countries currently operate under a strict gold standard. Decades ago,
governments shifted away from this traditional monetary system, adopting fiat currencies instead.
Nevertheless, gold remains a significant asset for central banks globally. Notably, the Federal
Reserve, the US’s central bank, holds an impressive 8,133.46 metric tons of gold reserves,
highlighting the enduring value of this precious metal. As we delve deeper into the global economy,
it’s fascinating to consider how gold’s role may evolve in the future of monetary policy.
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Why Was the Gold Standard Abandoned? Insights Explained

Initially, the Bretton Woods system established a system where currencies were pegged to the price
of gold, with the US dollar serving as the reserve currency and its value tied to the price of gold.
This framework effectively meant that all national currencies were valued in relation to the US
dollar, given its status as the dominant reserve currency. However, despite the intentions and efforts
of governments at the time, the Bretton Woods system led to the overvaluation of the US dollar,
sparking concerns over exchange rates and their relationship to the price of gold.

These tensions eventually came to a head in 1971, when US President Richard Nixon announced a
temporary suspension of the dollar’s convertibility into gold. This move effectively freed countries
from the rigid ties of the gold standard, allowing them to choose their own exchange rate
agreements. In 1973, foreign governments took this a step further, allowing their currencies to float
freely, thus marking the end of the Bretton Woods system and the abandonment of the gold
standard.

The abandonment of the gold standard was a complex process that reflected the changing economic
realities of the post-war world. As the global economy evolved and financial markets became more
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interconnected, the rigidity of the gold standard became increasingly incompatible with the
demands of modern-day capitalism. Ultimately, the move away from the gold standard enabled
countries to have more flexibility in managing their economies and currency values, while also
paving the way for the development of new financial instruments and markets.

What is the US Dollar Backed By? Insight & Details

The US dollar, a global reserve currency, operates on a fiat money system, unlike commodity-backed
currencies. Fiat money, solely guaranteed by the US government, determines its value through
market forces of supply and demand for both paper currency and economic goods and services. This
includes precious metals like gold and silver, whose prices can vary based on market conditions.
Understanding this framework sheds light on the unique nature and dynamics of the US dollar.
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Trump’s View on Gold Standard: What He Said

This passion for gold is reflected in Trump’s support for the gold standard, a monetary system where
the value of a currency is based on the amount of gold it represents. In a 2015 interview with GQ,
Trump expressed his desire to reinstate the gold standard, stating, “Bringing back the gold standard
would be very hard to do, but boy, would it be wonderful.” His sentiments echo a sentiment that
many economists and investors have held for decades, arguing that a gold-backed currency would
provide stability and reduce inflation.

As a leader who often defies traditional political norms, Donald Trump’s views on monetary policy
and specifically, the gold standard, have garnered significant attention. During his presidency,
Trump has repeatedly expressed his support for a return to the gold standard, a system where the
value of a country’s currency is fixed and backed by a specified amount of gold. In one interview,
Trump stated, “We’d have a standard on which to base our money.” Another notable comment was,
“We used to have a very, very solid country because it was based on a gold standard.”

These statements reflect Trump’s belief that the gold standard provides stability and a sound
foundation for monetary policy. He seems to subscribe to the idea that the gold standard prevents
inflation, promotes economic growth, and safeguards national sovereignty. This perspective is quite
uncommon among modern political leaders, given the widespread adoption of fiat currencies, which
are not backed by gold or any other commodity.

According to Politico’s Danny Vinik, Trump has surrounded himself with advisors who hold extreme,
even fringe views on monetary policy. Among them, at least six have openly expressed favorable
opinions about the gold standard. Shelton and Allison, as mentioned in the article, are just two
examples. Others include Ben Carson and David Malpass, who have also lent their voices to this
unconventional position.
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It’s worth noting that two individuals, Rebekah and Robert Mercer, though they eventually distanced
themselves from Trump, had a strong influence on his economic views before their departure. This
further underscores the significance of the gold standard in Trump’s economic philosophy.

Joseph Gagnon, a senior fellow at the Peterson Institute for International Economics, emphasized
how unusual Trump’s support for the international gold standard is. He stated, “(It) seems like
nothing that’s happened since the Great Depression.” Gagnon, who has also worked for the Federal
Reserve, went on to say, “You have to go back to Herbert Hoover” to find a similar stance on
monetary policy.

In 2017, Politico also quoted libertarian Ron Paul, another ardent supporter of the gold standard, as
saying, “We’re in a better position than we’ve ever been in my lifetime as far as talking about serious
changes to the monetary system and talking about gold.” Paul’s sentiments align closely with
Trump’s, suggesting that the President’s views on the gold standard are not just a passing fad but a
deeply held belief.

US Returning to the Gold Standard: Feasibility Analysis

The gold standard, which ties a country’s currency to a fixed amount of gold, was abandoned by the
US in 1971, and since then, the global economy has operated on a fiat currency system. Proponents
of the gold standard argue that it provides stability and prevents governments from printing money
indefinitely, leading to inflation. However, critics point to the inflexibility of the system and its
potential to hinder economic growth.

In 1933, the US moved to a “lower-key” version of the gold standard, which many economists credit
as a significant factor in the country’s emergence from the Great Depression. However, Williams at
the Motley Fool argues that a return to the full gold standard today would be a mistake, citing the
complexities of modern trade, money supply, and the global economy.

If a future president were to decide to pursue a return to the gold standard, the task would be
immense. Kimberly Amadeo at the Balance points out that due to the widespread use of the US
dollar globally, other countries would need to adopt the gold standard as well. This is because
countries that hold US dollars as part of their foreign reserves, including major debtors like China
and Japan, would likely demand their dollars to be exchanged for gold. This could create a massive
gold shortage and economic disruption worldwide.

In addition to the practical difficulties, there are also political considerations. Many countries,
particularly those with large foreign reserves, may be reluctant to give up their ability to print
money and manipulate their currencies as needed. Furthermore, the global economy is more
interconnected and complex than it was in the 1930s, making a return to the gold standard even
more challenging.
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Gold Standard: Is There Sufficient Gold for a Return?

The question of whether there is sufficient gold in the US reserves to support a return to the gold
standard remains a pivotal discussion. Currently, the nation’s gold holdings fall short of what’s
required to cover its entire debt obligation, posing a significant obstacle to reinstating this historical
monetary framework. If the US were to revert to the gold standard, it would necessitate a massive
expansion of its gold reserves, a feat that would require significant foresight and preparation.
Furthermore, experts such as David Zeiler from Money Morning have opined that such a transition
would necessitate a significant upward adjustment in the price of gold.

According to Jim Rickards, Chief Global Strategist at West Shore Group, the gold price would
skyrocket to a staggering $10,000 per ounce. This significant increase would lead to a severe
devaluation of the US dollar, potentially sparking inflationary pressures. Given that the US dollar
serves as the global reserve currency, such a depreciation could significantly disrupt international
trade, potentially bringing it to a standstill. Conversely, a return to the gold standard at a lower gold
price could potentially trigger deflationary pressures, presenting a different set of economic
challenges. These complexities and potential implications must be carefully considered before
embarking on such a significant monetary shift.

What Would the Return to Gold Standard Mean for the US
Economy?

Proponents of a return to the gold standard argue that it could be a viable solution to help the US
address its mounting debt. However, this approach could also lead to significant issues during
economic crises. With over 70% of the US economy reliant on consumer spending, any increase in
inflation due to rising gold prices could prompt consumers to reduce their discretionary spending,
having a Ripple effect across the entire economy.

A look back at the recent history of gold prices reveals a sharp decline from 2011 to 2016,
highlighting the potential risks associated with tying the value of currency to a commodity.
Moreover, in 2019, Federal Reserve Chair Jerome Powell warned Congress against a return to the
gold standard, stating that such a move would likely sacrifice other critical economic objectives such
as maximum employment and stable prices. He emphasized that monetary policy has been entrusted
with achieving these goals, and that a focus on stabilizing the dollar price of gold would likely lead to
fluctuations in other areas.

The complexities of returning to the gold standard are numerous. While some argue that it could
restore confidence in the value of currency, others point to the potential for economic instability and
market volatility. Gold prices have historically been subject to significant fluctuations, which could
have severe consequences for businesses, investors, and consumers alike. In addition, the gold
standard limits the ability of governments to respond to economic shocks through monetary policy
tools such as interest rate adjustments and quantitative easing.

Given these considerations, the likelihood of the United States bringing back the gold standard
appears slim. However, the question of whether or not to revert to this system will undoubtedly
continue to be debated under future presidents and administrations. As the global economy
continues to evolve, it remains to be seen whether the benefits of returning to the gold standard
outweigh the potential risks.
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