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2 THE SILVER MARKET

is something more than a commodity in the ordinary sense of the
word, but its use as a national standard of value is very limited.
Moreover, its mere use as the principal monetary metal in various
nonsilver-standard countries like India does not cause silver to merit
special consideration .any more than the similar use of copper or
nickel in fractional currency puts those metals in a class apart. A
commodity, in the dictionary sense of the word, is that which is
bought and sold. Tt is under this definition that silver is classed as a
commodity in this study. Gold, also, is & commodity; it is bought
and sold. But gold is 1n addition an important standard of value,
and in normal times practically all the world’s business transactions
are, directly or indirectly, measured in gold.. This places gold dis-
tinctly in a class by itself. But silver 1s not in the same position.
In the economic structure of the United States the position of silver
is that of a commodity.

Figure 1 shows the course of the price of silver in New York and
that of the index number of wholesale commodity prices in the
United States since 1914, This chart reveals a general similarity
between the two curves (which are drawn on fairly comparable scales).
By and large, silver is seen to have acted very much like other com-
modities as a group during recent years, Yet, it will be noted that
the price of silver latterly has deviated somewhat, in a downward
direction, from the course of the trend in American wholesale com-
modity prices. Later we shall measure with some care the extent of
those deviations, after having explained some of the reasons for them.
For the present it is sufficient to observe from the chart that silver
acts like other commodities as a group, in the matter of price
fluctuations.

Since the price of a commodity is determined by the interplay of
supply and demand, it might be of interest to tabulate these factors
in the price of silver. To some extent this could be done; but only
approximately. For example, the annual output of newly mined
silver can be measured with some degree of accuracy, and fairly
reliable estimates of the supplies of silver which have been put on
the market each year by other holders of the metal are available.
Demand, also, can be estimated in part—from the export and import
statistics of various countries and from estimates of the consumption
of silver in the industries and arts. But the problem is far more com-
plicated than it may seem. There are many imponderables, some of
which arise precisely because of the fact that in world economy
silver is more than a commodity. Because the price of silver is
identified with the value of exchange on silver-standard countries,
China chiefly, that price is the result not merely of the supply of
and demand for silver, the metal, but is further conditioned by the
supply of and demand for silver-standard currencies in the foreign-
exchange market.

As used in the silver market, the term “supply” usually refers to
the silver being currently marketed. In one sense, practically all the
silver ever mined by man constitutes supply, at least potentially, be-
cause silver is -virtually an indestructible metal. Comparatively
little is lost in abrasion of coins or is believed to be otherwise used up
or irretrievably misplaced. A large part of the mined silver rests in
Asiatic hoards in the form of jewelry, bullion, or coin, while a consid-
erable quantity of the metal is scattered throughout the Occidentin the
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FOREWORD

Among the features of this publication, which surveys the silver
market to date and includes considerable material not previously
available, are an analysis of the world trade in silver; the organization
of the market and determination of the price; the long-term trend in
the price of silver; the position of that metal in the economic life of
the United States, India, and China; silver and oriental purchasing
power; the movements of treasure to and from the Orient; and—
of especial interest lately—the outflow of gold from British India.

As to world trade in silver, in the following pages the chief ﬂows of
silver are traced step by step from mine to ultimate ‘‘consumer” in
Asia; also the reverse flows from Asia to the West are shown. The
trade in the United States, where exports regularly exceed mine pro-
duction, is described and analyzed. A flow map shows the move-
ment of silver within China.

The outflow of gold from India, which after the middle of last year
attained a volume exceeding the world’s mine production of the
vellow metal, has been more than just an interesting economic
phenomenon. It has been promoted by the premium to which
gold has gone in terms of other commodities (silver included) and
1s one effect which the world economic depression is having on
India. The arrival in the Occident of this metal comes at an oppor-
tune moment. The movement, fortunately, is not believed likely to
terminate for some time, for India is said to hold between $2,500,000,-
000 and $3,000,000, 000 of gold, and there exists no official lIllped_l-
ment to the metal’s outflow.

As appendixes to this bulletin, statistics believed useful for refer-
ence purposes are presented on the mine and refinery production
of silver, and industrial consumption; the price of silver; rules
governing trading in silver futures; United States, British Indlan and
Chinese silver movements; and silver as money.

In an earlier publication (Trade Information Bulletin No. 682,
The Price of Silver, by Herbert M. Bratter), the Finance and Invest-
ment Division of the Bureau of Foreign and Domestic Commerce
discussed .the elements of supply and demand which determine the
price of silver. Although this bulletin is now out of print, persons
interested may find copies available for reference use in the files of the
bureau’s district offices or in the libraries of the larger cities.

Frepericx M. Frixer, Director,
Bureau of Foreign and Domestic Commerce.
OcToBER, 1932,
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