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PREFACE 

IN these days wider interest is being taken in finan
cial and monetary questions and a larger body of 
persons is attempting to understand the working of 
the elaborate mechanism of the modem economic 
world. The author of this work. when holding a Stu
dentship of the University of Wales. was attracted 
to the field of finance as a result of a study of the 
financial reconstruction of Austria by the League of 
Nations. Elected to a Fellowship of the same Uni
versity. the writer spent one year in the University 
of London collecting material under the direction of 
Mr. N. F. Hall. M.A .• University College of London. 
The work should have been presented for the Ph.D. 
degree. but before this was possible an appointment 
as assistant lecturer was taken up in the Depan
ment of Economics. University College of North 
Wales. Bangor. The study was continued and is 
now presented in book form. 

He who is interested in the financial relationships 
of countries to-day is fortunate. for they offer some 
of the most fascinating problems to be found in any 
sphere. But he is less fortunate. possibly. than stu
dents in other departments of economic study 
because the data are not so easily available. That is 
true even of the United States. a paradise for those 
who love statistical material. But happily the U.S. 
DepartIDent of Commerce provides a statement of 
the .balaIice of international payments which is of 
considerable service. and officials of that Depart
ment deal most courteously with inquiries. Further-
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more, the monumental work undertaken by Messrs. 
Beckhart, Smith (and others) on the organization of 
the New York Money Market proves invaluable. 

Even if our evidence were complete, there would 
inevitably be much controversy as to the causes and 
effects of capital movements. This present work 
does not pretend to finality, but presents a summary 
of the available evidence and draws conclusions 
which can be proved correct only in course of time. 
For the sake of completeness, a sketch is given of the 
extraordinary events which took place in 1933 in the 
United States, but it must be remembered that that 
year was abnormal. From the point of view of this 
study, however, it is interesting to observe certain 
tendencies of both a satisfactory and unsatisfactory 
character. One of the most hopeful of President 
Rqosevelt's policies has been the large additions to 
the purchasing power of the farmers and industrial 
workers. Redistribution of income is an obvious 
economic necessity for the solution of America's in
ternal problems. But internationally the President 
has not been so successful. It is true that the latest 
figures issued from the Department of Commerce 
show a considerable increase in United States ex
ports for the year ended June 30th 1934. Although 
in the short period that may seem a fortunate 
development, jf a longer view be taken it must be 
emphasized that large increases in capital exports 
from the United States and large increases in goods 
imports into the United States from other tQuntries 
would have been of greater value in the restoration 
of international balances. Possibly wiser counsel 
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will prevail, and we expect much from a President 
who has acted more boldly than any other living 
statesman. 

The writer owes a debt of gratitude for the oppor
tunities afforded for study in the British Museum, 
to members of the staff of the Library of the London 
School of Economics, to the very efficient Librarian 
of the Institute of Bankers, to Mr. N. F. Hall, and 
to Mr. J. Morgan Rees, University College of North 
Wales, Bangor. 
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APPENDIX 
TABLE XXXIII. BROKERS'LOANS. REPORTED BY 

THE NEW YORK STOCK EXCHANGE. 

rolal 

5,000 
2,926 
3,319 
3,'93 

3.'90 
3.569 
3.915 
•• 433 

4.640 
4.899 
5,5'3 
6,440 

6.,.,. 
7.069 
8.547 
3.990 

4.657 
3,7.8 
3,48. 
1,893 I_ 
J,l9J 
1.044 

,81 

533 
10 
380 
347 

311 
780 
897 
845 

Net borrowings on demand and on time 

I" mIllIons of dollars 

F"""Ntw York :'~r:. t:;=. "" ...... """"., Jorn, .. "" ... , .. , y,.., 
&om/HIflleS a,...".. 

'9.6 
March '.553 447 
~ne '.log 417 

ptember '.745 

I 
474 

December 2,8o.t 489 

19'7 I 
March 2,'90 I 500 
~e 3.065 5.,. 

lember 3.340 575 
December 3.812 6 .. 

19·8 
March 3.947 693 

~e 4.169 7YJ 
lomber 4,647 806 

December $,4°1 1,039 

1929 
March 5.713 l,ogl 

~. 5.797 1,272 
ptember 7,077 1.470 

December 3.370 620 

1930 
March •• 026 631 

~e 3,201 '27 
Iomber 3,oS? .25 

December 1.694 199 

1931 
March 1,69> 217 
~un. .,321 170 

ptember 93' 11% 
December .5' 13' 

1932 
March 391 14' 

~tember 194 4<> 
29' 83 

December '79 63 

1933 
64 March 24' 

~tember 694 86 
806 91 

December T]6 69 

T 
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TABLE XXXIV WEIGHTED AVERAGE YIELD IN. 
DEXES OF AMERICAN CORPORATE BONDS AND 
NEW FOREIGN BONDS FLOATED IN THE UNITED 
STATES, 1919-31. 

60 htgh· 
grade New 

Amen· All New New LatIn New 
can cor· new Euro- Cana· Amerl· Far 
porate foreIgn pean d,an can Eastern 

Year bonds bonds bonds bonds bonds bonds -------------------
1919 5 25 5'97 593 5'92 681 5 U9 
1920 5 88 7.69 814 7'03 747 693 
1921 5'79 754 7 84 671 800 649 
1922 4'94 663 7 16 5"48 748 6'15 
192 3 498 642 7 03 553 663 666 
1924 4 85 656 7'18 4.82 7 83 7 06 
1925 4'72 651 7'25 4 87 6'44 61 5 
1926 4 60 651 7'16 5 29 6'71 

I 
666 

1927 447 614 6'53 497 6'55 5"54 
1928 449 6'09 621 5'08 629 616 
1929 4 69 5 81 6'25 5'31 650 7 05 
~3° 452 5'49 6'47 4'57 571 616 
1931 470 4'67 5'50 4'19 .. 590 

• Note that the Yield on 'all foreIgn bonds' IS hIgher than the 
prevailing rate of Yield on domestic bonds 

S~urce Trade InformatIon BulletJn No. 802, p 14, whIch 
states that the mdex for all new foreign bonds dropped steadily 
from 1920 as a result of better world credit conditions and a 
greater famtlanty Wlth foreign bonds on the part of American 
mvestors. In 1931, however. there was a declme whIch can 
not be ascnbed to the above reasons Rather It resulted. 

(1) from the large proportion of the total made up by the 
Canadian ISSUes , 

(2) from the very small amount of New Latm Amencan 
ISSUes, the Yield on which IS usually high, 

(3) from the fact that the two ISSues compnsmg the Euro
pean and Far Eastern mdex were sold at relatively low 
Yields. 

The factors tending to lower the Canadian mdex were 
(1) a relatively large volume of short·term low Yield munI· 

clpal and provmclal ISSues 
(2) the large proportIon of raIlway and pubbc utrbty ISSues 

m the corporate total. 
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TABLE XXXV. SHORT TERM INTERNATIONAL 
CAPITAL MOVEMENTS 19z7-33 (Year-end lolals) 

In mIll,ons of dollars 

1_ 119.7 I 192 '_1 19'9 I~~ ~ !'J31_ 193' 1933 

DIU 10 Forng"", : r j I 1 ' 

I Foreign depollto in U S I 1,938, 1,,80 I 1,6"11,640 1,0', 734 I 389 
2 ~~hwdaPUIOUlm, ,,' 

(a) into Amencan accep- 1 I II I 

lances 406 ,64 891 I 702 298 113} 
(6) into broken' 1oans, I 

.lie 101 33' 070 II 168 I " 0, 6) 
(t) into Trea.ury corWi· I I 

s. U":':""1ed fore"" «4 166

1 

618
1 

86 i 41 2 

drawn acceptances liS I 99 1041 90 00 8 II, 
4. MJacelIanoous° ~ ~ ~ _~1~~6 '~ I~ 

Total due to abroad : 3,0991 0,893 3,639 I ',737 I 1,46, I 91)' 487 
I~------------- --

Dw!""" For .. _ I' I I 
I. American deposito I I I 
~~ rn ~ ~I ~ ~, -I -I. l.JabWlJeS OIl WllllaIUred 
bill. •• 401'09 769 879 «9 I 366 1 371 

S OvenInfh by foreign"'" 18, 2" - o..} ,.. 3831 330 
4 Other short-tenD 10ans 383 319 a85 323 I. 

5 !:'::ut out in fore"" 33 '4 37 94 1561 159 t29 
Total due from abroad I,'" 1--;';; lAS) I,Boa 11"39 I I,O,S 11,08. 

Net short-term in- 1-'1-1--1- 1-' 
debledness to f_t 1,864 I 1,588 .,156 935 .. 6) 145t '95t 

.. ° Includes American dnwn bills dIscounled abroad, overdrafts by Aofencan 
bank. and other short-term borrowmgs 

t Except ID 1932 and 1933 when !he totals due from fomcnen exceeded u.
duetofo_n. 

T2 
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TABLE XXXVI GOLD HOLDINGS OF CENTRAL 
BANKS AND GOVERNMENTS By years, end-of-year 
figures 1913-33 

In mIlliOns of dol/aI'S, converted al pa,. of exchange 

Year Umled Slales England I France Germany 

1913 1,290 170 678 278 
1914 1,206 428 802 498 
1915 1.706 389 967 582 
1916 2.202 402 652 600 
1917 2.523 422 639 573 
~918 2,657 523 664 538 
1919 2,517 583 , 694 259 
192 0 2.451 762 i 685 260 
1921 3.221 763 6go 237 
1922 3.50 5 751 7 08 239 
1923 3.833 754 709 III 

1924 4.0 9 0 757 710 180 

1925 3,985 70 3 7 10 287 
.1926 4.083 735 711 436 
1927 3.977 741 954 444 
1928 3.746 749 1.253 650 

1929 3.900 710 1.633 543 
1930 4.225 722 2,100 528 
1931 4.0 51 581 2.699 234 
I!132 4.0 44 582 3,254 192 
1933 4.012 928 3.02Z 92 
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TABLE XXXVII. RESERVE BANK CREDIT AND 
FACTORS IN CHANGES Annual average 1919-32 

Ra".. BMI~ Cf'e411 Fad",. of 
__ r-_r-ouI_II_Mt4,.--._"'=-r_-, __ + __ tkn __ ..... Fad." 0/' __ 

'1 ~ too. :i 
) J 1i It ~ il !iljlll! 

_!_~~~_~~~r~~~1+~~1~~~~~~12I_:~1~fJLl!i ~lll 
3,"9 J.252 5,015 J,118 I u5 ~56 
',86g J.404 5,418 J,83$ 61 28o 
3,291 1,301 4,Q~O .,671 28 341 

3.3 .54 
385 3'4 
9J -64 

'59 .55 
2.7 186 
J12 402 
287 359 
28, 350 
263 4J7 
3.8 297 
24r 208 
213 564 
'45 66g 
70 1.459 

J.2 2,623 
J58 3,390 
46 2.r98 
41 1,226 
56 J.205 
50 996 
68 J.195 
59 J,258 
53 J.J75 
40 1.505 
59 J •• '9 
38 '.087 
3. J.274 
2. 2.076 

3,802 1,604 4.535 1,781 30 286 
4,061 1,736 ",822 1.873 21 280 
4,439 J,157 4,819 •• 023 ., 263 
4,38J J,755 4.86g .,167 31 264 
4,452 1,743 4,932 2,209 28 284 
4.564 1,774 4.892 2 .. 90 31 300 
4.206 J,783 4.18~ '.355 29 32' 
••• 83 1.185 4.163 '.358 • 30 J16 
4,460 J.181 4.532 2.319 28 ~89 
4.104 J."4 4.959 2.3'3 91 313 
•• 156 1.8'3 5,6'3 •• 104 55 356 

--~--~-~-~-~-~---~--~-~-----~-~ 
• Includes aovernment overdrafts to J9'0, 
t The DlO1letary gold .tock 10 the DlOIt important factor 01 decrease iD the 

demand lor Reserve Bank Cftldit. • 
l Money In circulation I. the moot important oeasonaI factor m the demaud 

lor Reserve Bonk cm.t. 
f Member bank rmerve balanceslluetuate J~Jy WIth changes in member bank 

deposit IIablUu ... wblch relIect eblOfty chanseo m member banks loans and mvest
anent!. 

II Non-member bank deposits. ole • include all deposits "Iuch the Resene Banks 
hold for dOpollton. such as oon-_ber benks.1omgn central banks and govern
ments. 
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TABLE XXXVIII PRINCIPAL ASSETS AND LIABILI· 
TIES OF REPORTING MEMBER BANKS IN LEAD· 
ING CITIES. 

In mJlhons of dollars. 

Loans and tnvestments 

Loans Bo"owlJlgs 
allhe 

On F~deral 
Yea, and secu,· All Invesl· Reserve 

monlh Tolal Tolal ttles olher men/s Banks 
------I------

September 
'1921 14.902 1I.672 3.667 8.009 3.229 906 
1922 15.446 1I.066 3.908 7.158 4.379 145 
1923 16.305 1I.930 4.028 7.903 4.375 545 
1924 17.757 12.725 4.675 8.049 5.032 83 
1925 18.978 13.797 5.447 8.349 5.181 403 
]926 ]9.775 14.498 5.847 8.652 5.277 428 
]927 20.653 15.066 6.298 8.768 5.587 267 
]928 2I.87I 15.898 6.840 9.059 5.973 822 
]929 22.646 17.197 7.654 9.543 5.449 706 

~I93.t 23.220 ]6.8;9 8.383 8.476 6.361 44 
1931 22.078 14.283 6.4]3 7.870 7.795 U7 
]932 ]8.739 1I.753 4.524 6.229 7.986 128 
]933 , ]6.529 8.540 3.687 4.853 7.989 22 
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TABLE XXXIX. CAPITAL FLOTATIONS IN THE 

UNITED STATES 1919-33. 

In millions of dollars 

ClaSSification of domes/lc ISsues Percentage of 
domestIc UWpOI'
ate ISsues In the 

fOl'm of State. I 
country War 

and Fal'm finance I Bonds 
A II COI'- mUnJ- loan I COl'POl'- and 

Yea,. issues pOl'ate "pal banks I alJon Stocks I notes 

1919 4.286 2.713 ~ ~I--;;;- -;:;--:;] 
1920 4.010 2.926 699 ' 36 64 
1921 4.204 2.376 1.236 122 I2 88 
1922 5.245 2.922 1.148 386 . . 20 80 
1923 4.986 3.237 1.040 393 23 77 
1924 6.327 3.520 1.380 129 ! 24 76 
1925 7.u8 4.222 1.401 188 I 30 70 
1926 7.430 4.574 1.375 131 .. 27 73 
1927 9.934 6.507 1.523 180 27 73 
1928 9.992 6.930 1.421 64 . . 50 50 
1929 II.592 9.377 1.436 .. 72 .28 
1930 7.677 4.957 1.498 87 . . 31 I 6g' 
1931 4.023 2.371 1.258 126 . . 14 86 
1932 1.165 3251 755 .. .. 7 93 
1933 716 160 484 . . . . 17 83 

TABLE XL ANNUAL INDEX OF THE AMERICAN 
SECURITIES MARKET NEW YORK STOCK EX
CHANGE TRANSACTIONS 

Shares sold on the New York Stock Exchange 

In millions 

1919 
1920 
19ZI 
1923 
1923 
1924 
1925 

313 
224 
171 
261 
237 
282 

452 

1926 
1927 
1928 
1929 
1930 

1931 

1932 

449 
577 
921 

1.125 
811 
577 
425 
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