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IRAN AND THE DOLLAR 


I f the Ch a n c e l l o r has not t o l d you a l r e a d y , you should be 

aware t h a t P r e s i d e n t C a r t e r has made an o r d e r aimed at f r e e z i n g 

a l l o f f i c i a l I r a n i a n assets h e l d i n the U n i t e d S t a t e s , 

i n c l u d i n g d e p o s i t s i n US banks and t h e i r f o r e i g n branches and 

s u b s i d i a r i e s . T h i s was i n response t o the announcement from 

I r a n e a r l i e r today t h a t they i n t e n d e d t o withdraw a l l t h e i r 

assets - e s t i m a t e d a t $12 b i l l i o n - from US banks around the 

w o r l d . 


The A d m i n i s t r a t i o n ' s r e a c t i o n i s pr o b a b l y the l e a s t they c o u l d 

have done. But i t i s none t h e l e s s a w o r r y i n g development. 

The danger now i s t h a t o t h e r o i l producers w i l l t r y t o withdraw 

t h e i r funds; or i f n o t , t h a t they w i l l s t o p p u t t i n g t h e i r funds 

i n t o d o l l a r s . There i s bound t o be a p e r i o d o f c o n s i d e r a b l e 

u n c e r t a i n t y i n t h e cu r r e n c y markets ahead. 


Even i f the I r a n i a n s c o u l d take out t h e i r d e p o s i t s from 

US banks, i  t does not f o l l o w t h a t they would s w i t c h out of 

d o l l a r s . They might very w e l l move t h e i r d e p o s i t s i n t o Euro 

d o l l a r s w i t n European banks, s i n c e t h e r e i s no obvious 

a l t e r n a t i v e f o r h o l d i n g t h e i r r e s e r v e s . To the e x t e n t t h a t 

they d i d move out o f d o l l a r s , t h e Treasury seem reasonably 

c o n f i d e n t t h a t o t h e r c e n t r a l banks would p r o v i d e compensating 

suppo r t t o the FED. 


There i s a l s o the q u e s t i o n of the A d m i n i s t r a t i o n ' s 

j u r i s d i c t i o n over US banks o p e r a t i n g i n London. The Bank of 

England's p r e l i m i n a r y a dvice i s t h a t , i f an I r a n i a n were 

r e f u s e d the w i t h d r a w a l o f h i s d e p o s i t from an American bank 

i n London and i f he were t o take t h i s t o a UK c o u r t , t h e judge

ment would go i n h i s fa v o u r . I n a d d i t i o n , under UK law, 

B r i t i s h banks are o b l i g e d t o accept d e p o s i t s : i n o t h e r words, 

i f an I r a n i a n were t o w r i t e a cheque t o h i s account at B a r c l a y s 
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drawn on an American branch i n London, B a r c l a y s would have t o 

accept t h a t cheque. Thus, i  t seems u n l i k e l y t h a t the 

A d m i n i s t r a t i o n ' s o r d e r w i l l have e f f e c t here i n London. 

We do not know t h e volume of I r a n i a n funds h e l d here. 


In these circumstances, the A d m i n i s t r a t i o n may put pr e s s u r e 

on us t o take a c t i o n t o make t h e i r o r d e r e f f e c t i v e here. The 

Bank would almost c e r t a i n l y s t r o n g l y r e s i s t t h i s . 


The one c e r t a i n t y from today's developments i s t h a t the 

p r i c e of g o l d w i l l go up. 
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