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FOREWORD-

Volume IT of the commission’s report on European currency and
finance (Serial 9) is & continuation of Volume I, and deals with 12
countries of Europe not included in Volume I It gives s brief
description of pre-war currency in these 12 eountries, an
account of war and postwar developments, and a discussion of efforts
toward ewrrency and financial reconstruction. It also contains, in
Part I, statistical tables relating to banking, currency, exchange
rates, pri purchasing power parities, trade, and government
finflnces of the countries treated. N

Volume I contains four parts: (X) A general discussion of the
European currency and financial question and its relation to the
Umited States; (II) a section containing papers on currency and
finance, prepared for the commission by 33 economists and bankers
in Europe and America (15 countries represented) ; (ITI) a section
dealing in some detail with currency and financial affairs of Great
Britain, France, Italy, and Germany (continued for 12 other coun-
tries in Volume ITI); and (IV) a section containing statistical mate-
rial for the 4 countries mentioned above (continued for other
Bioee the appesranes of Volume I in Feb iderabl

ince the appearance of Volume I in February considerable
progress has been made in the r struction of Europ finance
and trade. In fact, in the realm of currency the first six months of
this m have witnessed more extensive currency rehabilitation than
any like period since the war. Most of the trade of Europe is again
being transacted on a gold basis, even though in most countries the
complete gold standard has not yet been fully restored. Recent
events have been in the direction of stabilization and a return to the
gold standard, with accompanying improved fi ial and i
conditions generally. A brief summary and description of the out-
standing developments in 1925 is given in the introductnr; section of
Volume IT under the heading “ European r structi

In-the preparation of Volume II the following economists have
Bﬂ’tlc_lpﬂfed: Mr. M. L. Jacobson, Mr. Elmer Wood, and Mr. E. V.

. Wight, whose n ppear in tion with sections to which
they contributed.

Joun Parr Youn
Director Foreign Currency and Exchange Investigati
Jory, 1925.

Another printing of Volume I;Serigl9 bas been made, and the
volume may now be procured from the éuperinﬂmdent of Docu-
ments, Government Printing Office, Washington, D. C,, at 80 cents
a copy.

X1



EUROPEAN CURRENCY AND FINANCE .

»

EUROPEAN RECONSTRUCTION

Since Volume I of the Report on European Currency and Finance
was issued in February, 1925, several important developments in
European reconstruction have taken place. The progress begun in
1924 has been carried forward and the year 1925 bids fair to become
the outstanding year in which Europe turned from the abnormali-
ties and disturbed conditions of war and the post-war period, to a
raore healthy and economic basis of existence, to “normalcy ” as the
popular expression puts it. Soaring prices, demoralized production
bread riots, and other extreme conditions have disappeared, an
have given place to renewed enterprise and increasing productivity
and prosperity, which provides the proper background for healthy
political and other conditions.

RestoraTiON OF GoLD STANDARD IN GREAT BRrrAIN

The outstanding development in the realm of currency has been
the announcement on April 28 of the immediate return of Great
Britain to the ﬁold standard. This was an event of far-reachin
significance, both nationally and internationally. E\u'ot{Je for several
years had been waiting for Great Britain to act and did not desire
to do much in the way of currency reform until Great Britain set
the example. As a result of Great Britain’s move, the Netherlands,
the Dutch East Indies, Australia, snd New Zealand returned to the

. gold standard at the same time as did Great Britain. ' South Africa,
which had planned to return to the gold basis on July 1, antici-
pated this date by several weeks (May 17). Other countries, notably
Switzerland and Argentina, are ready to return to gold, and an-
nouncement may be forthcoming soon. With the return of Great
Britain to gold the indications are that within a year or two the
general restoration of the gold standard will be well nigh an ac-
complished fact. .

As a result of the return of Great Britain to the gold standard,
most of the trade of Europe and of the entire world is now conducted

- on the gold basis. This s of importance to trade since when tradce
has to be conducted in terms of a currency which fluctuates rapidly
in value, transactions become hezardous and trade is interfered with.
Aside therefore from the question of Great Britein’s leading the
way for other countries, the return of the pound to par will have
beneficial effects upon international trade and finance.

‘Much trade formerly financed in London in terms of sterling has
come to be financed in terms of dollars in New York or other Ameri-
can centers because dollars represent gold. - Inasmuch as the pound _



2 EURCPEAN CURBENCY'AND FINANCE

now reires.ents a definite amount of gold, London will recover part
of the business lost to the United States. As a result of the war
New York has assumed a position of leadership as an international
financial center. In all important recent loan operations United
States bankers have played 2 dominant réle. With the pound back
on the level of the dollar, London may be expected to play a more
important part in international finance. The relations between
these two financial centers will become closer and more interlocked
as a result of the common basis, gold, which permits greater accuracy
in the calculations of transactions.

The measure which has restored' Great Britain practically to the
gold standard was the granting to the Bank of England on April
28 of a general license to export gold, the exportation of gold having
been previously prohibited.! Since the general prohibition on the
exportation of gold will not expire until the end of this year (1925)
it 1s apparent that Great Britain will not have a completely free gold
market until that time. However, this temporary interference with
complete freedom of gold movements is of no great consequence and
Great Britain may be regarded to all intents and purposes as upon
the gold standard. The psychological effect of the restoration of the
gold standard is healthy, and will inspire confidence in industry and
trade as well as stimulate other countries toward currency reform,

The Bank of England has a gold reserve of about £155,000,000 or
about $750,000,000 (including the £27,000,000 transferred from the
currency notes account). In addition to this a credit of $100,000,000
was provided by J. P. Morgan & Co., and gold to the extent of
$200,000,000 was made available to the Bank of England by the
Federal Reserve Bank of New York. The total note circulation of
Great Britain at present amounts to about £385,000,000, so that the
gold reserve exclusive of foreign credits is about 40 per cent of notes.
Economic conditions in Great Britain are sound and the price levels
of the United States and Great Britain are in close harmony, i. e.,
purchasing power parities and exchange rates are not far apart, so
that fundamentally Great Britain is prepared for the gold basis.

The gold standard has been accepted in preference to a system of
managed currency. That Great Britain would adopt a thorough-
going managed fiduciary currency standard was never seriously %e—
ljevei even by those favoring such a system. On the other hand,
the system which has been adopted is nmot an entirely unmanaged
one. Par with the dollar will be maintained to a great extent by
deliberate action of the Bank of England through the utilization ot
credits in New York or shipments of gold, and through salterations
in the discount rate with consequent effects upon prices.

‘

Most CURRENCY NOW STABILIZED

Currency stabilization has been accomplished in practically all
European countries, and depreciation of much consequence is no
longer taking place anywhere. The countries of central Europe,
which were especially disturbed—Germany, Austria, Hungary,
Poland, and Czechoslovakia—now have a form of the gold standard,

* New gold from the mines eould be M
Ne vty reexported under & Mcense, according to srrange-



EUBOPEAN RECONSTRUCTION 3

and are regaining the prosperity ‘which has been lacking for about
a decade. Central banks have been organized, or reorganized, in
these countries and are functioning satisfactorily, issuing notes, ac-
cumulating gold reserves, and controlling credit conditions.

Sweden, the first European country to return to the gold standard
after the war, has maintained successfully this standard for over a
year (since April 1, 1924). The other Scandinavian and Baltic
countries have either undertaken currency reform or sare makms
plans in this direction. Russia has returned to a form of the gols
standard and is accumulating a gold reserve, largely from domestic
production and from gold coming out of hoards as a result of the
mtroduction of a stable currency. i

Belgium, France, and Italy are now seriously contemplating meas-
ures of currency reform. Metallic currency is appearing in circula-
tion in practically all countries in place of the inconvenient and
usually very dirty paper money of small denominations. .

Krance passed t! gh a financial and political erisis in April,
1925, when it became known that the legal limit to the circulation
had been exceeded in order to provide the Government with needed:
funds. In spite of the difficulties the franc experienced very little
depreciation. France adopted vigorous reform measures, and a
budget which really balances will soon be an accomplished fact, ac-
cording to present plans. If the Government is successful in pre-
venting further inflation and thereby maintaining a relatively stable
level of prices, fairly stable exchange rates will continue, provided
10 untoward events take place. Italy in Jume, 1925, established &
credit of $50,000,000 in New York for the purpose of stabilizing the
lira. Belgium, also in June, 1925, borrowes 8 sitnilar amount in the
United States, %n't of which money is to be used to maintain the
stability of the Belgian franc.

- The necessity of devaluation—stabilization of currency umits at
approximately their present low levels—is now generally recognized
throughout financial and governmental circles in Europe, incﬁ?tliing
France, Italy, and Belgium. A certain amount of popuiar opposi-
tion is still to be overcome, and is a source of embarrassment to gov-
ernments desirous of accomplishing early reform. The return al-
ready to the gold basis of countries whose currencies were extremely
depreciated and whose conditions most disturbed, has shown other
countries that stable currencies are not dependent upon internal
proqul‘;;g, an excess of exports or other popularly supposed

s

m(.l&eoent developments indicate the increasing tendency of currency
systems of the different countries to be interlocked, and based upon
deposit credits in foreign banks in place of gold held in veult. All
the central banks of Europe at the present time have important de-
posits in foreign countries, deposits which they look upon as reserves
against their currencies. These deposits obviate to a great extent
the necessity of gold shipments and are useful in sustaining exchange
rates. The Bank of England has a credit in New York of $300,000,-
000 for the sole purpose of sustaining the gold standard in Great
Britain. Germany, on the other hand, has withdrawn to Germany
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in actual gold a large part of her foreign deposits. Germany, how-
ever, had very little fold in the Reichsbank, and in addition to
foreign deposits needed an internal gold reserve to inspire confidence
and prepare for the resumption of specie payments. To what extent
this system of deposited reserves in place of actual gold will con-
tinue, or to what extent it is merely a temporary expedient as a means
(f)lfl getting back to the gold standard, can be answered only in the
ture.
N CircuratioN or Gow Coin

Another noteworthy development in currency matters is the ten-
dency to discourage, if not to prevent entirely, the circulation of v
1d coin. Before the war gold coin was commonly seen in hand to
ﬁoand circulation. At the present time, however, even in countries
where the gold standard prevails, gold coin is almost never seen in
circulation. Paper mon? has proved convenient, and as long as it
is possible to secure gold in exchange for the paper money indi-
viduals do not seem inclined to ask for gold. The Bank of England
has been relieved of the obligation of redeeming its notes in gold
except in very hrﬁ: quantities, in amounts not less than 400 fine
ounces ($8,268). order to discourage further the circulation of
gold in Great Britain appeals are made to the public against the

withdrawal and circulation of gold.

The significance of this tendency away from gold circulation is
that the metal may be economized and centralized, and that econo-
mizing gold in this fashion may have important effects upon its
value, or, in other words, upon the level of prices. When gold is
concentrated in banks it can serve as the basis for more paper cur-
rency and bank credit than when scattered throughout the hands of
the people. If large quantities of gold are to accumulate in money
centers and serve as the basis for currency and credit expansion, the
value of gold may become less, or, in other words, the general level ¥
of prices may rise.

e extent to which control of credit and prices will be successful
in maintaining stability is a question which can not be answered now.
The United States has been successful in maintaining relative price
stability for over four years and will no doubt continue this policy
as long as it is possible. Great Britain and other countries will
also be endeavoring to avoid price fluctuations and alternating de-
pression and prosperity. The leading countries of the world will
all thus be following deliberately a policy which is more or less the
same, namely, the maintenance of stable currency and price condi-
tions. With the advancement in financial knowledge and available
data, and with the weight of the leading countries thrown against
rises and falls in the value of gold, considerable stability can be

rovided, especially over shorter periods of time as opposed to the
ong time trends.

’lghe ratios of gold reserves to notes in circulation have been prac-
tically ignored since 1913, and the indications are that they will not
again be considered the chief criteria of discount policy. The re-
serve ratio must be reckoned with if the gold standard and exchange
stability are to exist, but in maintaining exchange stability foreign
credits are as useful as gold. Reserve ratios can not be ignored
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entirely, but countries have learned that they can be manipulated and
do not bave to be followed rigidly. This is an important factor in
efforts toward price contral.

Remsmisorion or Unreo Stares Goin

Since December, 1924, more gold has been leaving the United
States than has been coming in.  This is the first time the United
States has had a net excess of gold exports for over four years
(since Angust, 1920). The recent excesses of gold exports have
not been large, but indicate a in conditions, and the begi
ning of a more even distribution of the world’s gold. However, it
is not to be that the redistribution of the large pold stock
of the United States will take place rapidly. As the restoration of
thegoldmdndpmeeedsangaseounuisconﬁnnehstnngthen
their goid reserves, part of the gold in the United Siates will flow
to other countries and new gold from the mines will find other
destinations than the vaults of the Federal reserve banks: The
following figures shown the gold imports and exports of the United
States since 1912 .

United States—Imports end czports of gold, 1918-1925
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2,02, 748
9. 76,534,046 | 385, 155, M8
4N 70, 505 | 22 en, 38
691, 263, 455
m2 25, M, 78S 3K, 34, 854
mox 32 716 &K
0. IWoU.08 | &,
M—Jemowry.. ... | sSesce 265, o0t
¥ 35111000 305, 008
March M, T2 a6 817, 008
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market. Various restrictions and measures aimed at economizing
gold are being employed where a form of the gold standard has been
adopted. The United States is the only country at the present time
where a free gold market in the broadest sense may be said to exist.
European countries may not find it desirable to establish the com-
plete gold standard in this broad sense, but may prefer to economize
the use of gold and maintain stability with reference to gold by
various means of control. In fact, an approximation to the gold
standard and its introduction by gradual steps is the course that is
being followed.

LoaN Frorarions 1N Tae Unitep States aND ForeieN Trabe

Since the fall of 1924 an unprecedently large amount of foreign
loans has been floated in the United States market. These large
loan flotations are still continuing. The flotations in 1924 amounted
to $1,210,000,000, of which $878,000,000 represented new financing.
Of the total loans, $512,000,000 went to European governments or
governmental units. During the first quarter of 1925 foreign
flotations in the United States amounted to $279,00,000, of which
$238,000,000 represented new financing. As long as the security be-
hind the loans is adequate and the funds are used for proper pur-

oses, such flotations redound both to the benefit of the United
]S)tates as well as to that of the foreign borrowers who are very
much in need of capital.

The loans are being used in Europe lariely for reconstruction and
other productive purposes. Even w%ere the loans are used to defray

ordinary running expenses of foreign governments, they may be re--

arded as legitimate, as long as these governments look upon the

orrowing as of an emergency nature and take steps to secure an ex-
cess of revenues over expenditures at an early date so that the debts
can be repaid.

The loans being floated in the United States have an important
effect upon the foreign trade of this country. The United States has
been becoming increasingly a leading nation in international trade
and finance. The country’s foreign trade has experienced tremen-
dous expansion in recent years, as indicated by the table below.
Merchandise imports into the Urnited States in 1924 amounted to
$3,609,963,000 compared with $1,792,596,000 in 1913. Exports in
1924 amounted to $4,590,984,000 compared with $2,484,018,000 in
1913. Farthermore, the invisible items in the balance of payments
of the United States were large in 1924, the credit items being esti-
mated by the Department of Commerce at $790,000,000 and the
debit items at $1,178,000,000. The following figures show the mer-
chandise trade of the United States since 1912:
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United States—Imports and ezports of merchandise, 1912-1925

Excess of—
Imports Exports
Tmports Exports

1012, $1, 818, 073, 000 | $2, 309, 218, 000 $581, 145, 000
1913, 1,792, 506,000 | 2, 484, 018, 000 691, 422, 000
1914, 1,780, 776,000 | 2, 113, 624, 000 34, 348, 000
1915, 1,778, 507,000 { 3, 554, 671, 000 1,776, 074, 000
191 2,391, 635,000 | 5, 482, 641,000 3, 001, 006, 000
101 2,052, 468,000 | 6, 233, 513, 000 3, 281, 045, 000
191 3,081, 213,000 | 8, 149, 0BS, 000 3,117, 875,000
191 3,904, 365,000 | 7, 920, 428, 000 4, 016, 061, 000
1! 5,278, 481,000 | 8, 228, 016, 000 2, 949, 535, 000
2 2,500, 148,000 | 4, 485, 061, 000 1, 975, 883, 000
1 3,112,747,000 | 3,831, 177,000 718, 430, 000
1 3,792,008, 000 | 4, 167, 493, 000 375, 427, 000
1 295, 508, 000 395, 172, 000 99, 666, 000
332, 323, 000 365, 775, 000 33, 452, 000
320, 482, 000 339, 755, 000 19, 273, 000
324, 291, 000 346, %36 000 22, 645, 000
302, 988, 000 335, 009, 000 32,111, 000
274, 001, 000 306,980,000 4. ____..__.___.| 32, 988, 000
278, 504, 000 276, 649, 000 81,045,000 | eoraan
254, 542, 000 330, 659, 000 76, 117, 000
257, 144, 000 427, 460, 000 140, 318, 000
310, 752, 000 527,172, 000 216, 420, 000
290, 148, 000 463, 573, 000 197, 425, 000
| 445,748 000 112, 566, 000
4, 590, 987, 000 981, 024, 000
448, 430, 000 100, 265, 000
370, 740, 000 37, 050, 000
434,000 67, 947, 000
390, 048, 000 50, 350, 000
370, 000, 000 42, 000, 000

Interest on the large loans which are being floated in the United
States, together with the repayment of the principal, will tend to-
ward er expansion in the import trade of this country, just
as the money loaned when it is utilized enhances the export trade.
Most of the loans are being floated at favorable rates of interest
'f{rom the standpoint of the United States, an average rate of about

per cent,

The large loan flotations in the United States since the fall of
1924 have been a factor in the general rise of foreign exchange rates
in the United States. Since the adoption of the Dawes plan,and ac-
companying improved conditions in Europe, which paved the way
for the increase in extension of credits, there has been a general up-
ward movement in exchange rates of Euro countries in the -
United States market. Prior to this upward movement, ma':lg of
the European exchanges were depreciated more than warranted by
the reduced purchasing power of the currencies within their own
countries, due largely to disturbed conditions and the flight of capi-
tal. At the present time, however, few of the currencies are much
undervalued abroad on the basis of their internal purchasing power.

Negotiations in regard to the refunding of indebtedness of Euro-
pean governments to the United States have been progresing. The
unsettlement of this question has been a disturbing factor in the
finances and credit position of several of the European countries;
and the funding of g::ts will assist in the return to normal condi-
tions. The question of eurrency reform, however, as mentioned in
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Volume I, is distinct from the questions of this indebtedness, and the
currency reforms which have already been accomplished have had
little connection with matters of interallied debts.

Currency Conorrions StoL UNSATISFACTORY

In spite of the improvement that has taken place in European
currency systems, and in financial and economic conditions generally.
currency reform still remains an outstanding unsettled financial
problem before Europe, and is one which must very soon be dealt
with in a comprehensive way. A sound currency, tied up defi-
nitely with gold in such a way that people can have confidence in
it, is vital to the prosperity of any country. The economic life of
a country centers around money and the price structure, and if the
currency system is of an uncertain character, business can not pros-

r.

Countries have been endeavoring to restore order into their cur-
rency systems independently, and one of the results has been the
introduction of a number of new currency units in Europe. At the
present time 27 different currency units exist in Europe, compared
with only 10 distinct units in 1913. This multiplication of currency
units is an unfortunate occurence. Greater uniformity in currency
systems than existed before the war is extremely desirable and would
have important benefits. Now that currency systems are being
molded, and when many of them are admittedly of a temporary
character, is a more opportune time than has ever before occurred
to accomplish a considerable amount of currency unification.

‘While currency reform is to a large extent a domestic matter as
regards any particular country, nevertheless the international as-
pects of currency and the close financial and trade relations of the
different countries make the question one of an international char-
acter. The broad problem of currency reform, exchange stabiliza-
tion, and the general restoration of the gold standard, including the
utilization of foreign credits and gold reserves, is one which can be
dealt with most satisfactorily only at an international gathering
as discussed in the preceding velume.
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CURRENCY AND FINANCIAL CONDITIONS IN EUROPEAN
COUNTRIES

AUSTRIA*
1. PRE-WAR CURRENCY

In studying the present Austrian currency and exchange situation
little attention need be given to pre-war and war conditions. The
present Austrian Republic with its 6,527,000 inhabitants and 83,904
square kilometers may not be compared with the Austro-Hungarian
monarchy of 1913 with its 50,000,000 inhabitants and 676,648 square
kilometers. The treaty of St. Germain in 1919 completely destroyed.
the sequence of Austria’s monetary development and rendered com-
parisons void. It has been impossible to calculate with any degree
of certainty the amount of circulating media existing before the war
within the borders of the present Austrian State. An entirely new
bank of issue has sprung up and the country is working out a new
Nevertheless, a few of the more important events in the financial
history of the Austro-Hungarian monarchy are worth noting. When
Austria-Hungary abandoned the silver standard in 1879 she placed
berself legally on a paper standard, not havi;;s at the time gold
resources sufficient to establish a gold standard.. Cut loose from
fluctuations of silver, the Austro-Hungarian Bank followed a policy
of exchange intervention through sales and purchases from its port-
folio of foreign bills in order to maintain the value of its notes. ‘This
intervention was fairly successful, and between 1878 and 1891 the
value qf 100 gold florins (the florin was the unit at this time) as
determined by exchange rates on gold centers, fluctuated within the
limits of 115-125 paper florins. Yves Guyot and A. Raffalovich
yrote in regard to this, “ Thanks to the suppression of free coinage
of silver and to extreme moderation in new issues of paper money,
the pnfer florin of Austria increased little by little its purchas
power (as compared with the silver on which it was originally based,
assured by its legal tender quality for payments to the State and
between nationals.” ? R

* In 1892 the monarchy introduced a monetary reform by which the
gold crown (there are 2 crowns to the florin) was subsiituted as a
standard for the silver florin of prior to 1879 and the paper florin
after that date” In 1892 the paper florin, due to scarcity, was at a
slliht premium in terms of the silver florin. The reform involved a
debasement of 16 per cent from the nominal value of the hypothetical

, gold florin. The gold florin was ordinarily calculated as worth 48.2

H
R LD we

? According to the gold standard law of August, 1802, the monetary unit, the krone, was to aomtain 0338758
ram of gold 0.900 fine, which thos made it the equivalent of about 20.26 cents in Amarican monay.
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cents in American money, while 2 lllgold crowns, which were ex-

changeable for 1 florin, were given a value of only 40.6 cents according

to the new law. The loss of 7.6 cents to the florin, or 16 per cent, was
closely equivalent to the premium which gold commanded over paper
at the time of conversion, and was exactly the average of this premium

for the years 1879-1891.

The Austro-Hungarian Bank experienced difficulty in establishing
the new gold standard. A ﬁnanciar crisis in 1893 arrested the progress
and gold again commanded & premium of from 3 to 7 per cent.
Especially serious to the bank was the question of the la:‘gie holdings
of silver amassed during the period of the silver standard. In this
the Government came to the rescue and bought a part of the metal,
recoined it and tried to substitute silver coins for its own 1 and 5
florin notes. But the Austrians preferred notes to the more cumber-
some silver, and the metal returned to the bank.

Besides bank notes there were in circulation at this time Govern-
ment notes in small denominations, & considerable part of the issue
being based on salt revenues. In 1892 the amount of these Govern-
ment notes outstanding was 412,000,000 florins, but, as part of the
monetary reform, an effort was made to retire them, partly by sub-
stitution of interest-bearing Government bonds and partly by con-
version into bank notes. In this latter case the bank received gold
from the Government.- , By 1900 there were still in circulation only
11,000,000 crowns in Governiment notes, and by 1908 the circulation
had entirely disappeared. In 1900 the Government was also success-

ul in effecting payments to reduce its debt to the Austro-Hungarian

Bank to 60,000,000 crowns. The permanent advances to the Govern-

ment for duration of the issue privilege enjoyed by the bank were

placed at this figure.

In 1900 the Austro-Hungarian Bank of its own accord began gold
gnyments. An effort was made to force gold coins into circulation,

ut the Rbﬁc, accustomed to using notes, returned the coins to the
bank. is psychological factor rendered condjtions in Austria
particularly favorable for expansion of paper money currency, and
caused Austrians to have faith in their currency long after inflation
during and after the war had made serious progress.

- The German economist, Knapp, regarded the Austrian currency
system of from 1878 onward as a model, in that scnrcel{y any metal
was in circulation, while the bank of issue thro its foreign porf-

folio and reserve guarded the exchange and at the same time hus-

banded the reserves of the nation.

In 1913 the average circulation of the Austro-Hungarian Bank was
about 2,349,000,000 crowns, representing a continuous and slow

rowth since the be%nmng ing of the century. In order to arrive at ae
representing the total circulating media within the connt:'iy it
is necessary, however, to add some two hundred to three hundred
million crowns in gold and silver coins, especially the latter.* The
total metallic coinings in Austria before the war are given by Doctor
de Bordes as 515,000,000 crowns—225,000,000 crowns in gold coins,

250,000,000 in silver florin coins, and 40,000,000 in silver crown

coins. However, a large portion of this amount, and probably *

most of the old silver florin eoins, were hoarded, so an estimate of

two hundred to three hundred millions in circulation seems reasonable.

‘The Austrian erown, Doctor de Bovdes, p. 38,
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II. CURRENCY, CREDIT, AND PRICE MOVEMENTS, 1914-1922

Rapid increase in note issues in Austria-Hungary after August 1,
1914, constitutes the outstanding feature of the monetary situation.
As in the case of other European banks of issue, the Austro-Hungarian
Bank placed its facilities for financing at the disposal of the State
upon the outbreak of the war in August, 1914. On A t 4 decrees
authorized the disregarding of statutes of the bank forbidding ad-
vances to the State. This was a%plicable to the Governments of
both Austria and Hungary. The bank was at the same time freed
of its obligation to buy gold at parity. The provisions for a 40 per
cent gold cover against out,stamﬁng notes were suspended, and treas-
gﬁy bonds admitted as cover for notes; excess circulation caused by

vances to the State was freed from the 5 per cent tax. Finally,
the bank was authorized to print small notes to take the place of
metallic money, and received permission to suspend publishing
weekly statements.

The condition of the bank was thus concealed until expiration of
the note-issue privilege on December 31, 1917, when its renewal for
two years led to a disclosure of the monetary situation. Statistics
for subsequent war years were later made available, and from De-
cember 31, 1913, to December 31, 1919, the circulation of the Austro-
Hungarian Bank increased from 2,494,000,000 crowns to 54,465,000,-
000, or 2,179 dper cent. During the same period advances to the
State increased from nothing to 42,289,000,000 crowns. The accom-
ﬂu}ying chart (No. 1) shows the increase in the bank’s note circu-

tion after 1914. .

Increases in the advances to the State did not constitute the sole
manner inwhich the bank provided funds for the State. Raffalovich?
says that by far the larger part of the discount portfolio and the private.
advances on securities were against State paper, bills drawn by
individuals and secured by Government bonds.” The bank accepted
war bonds as security for advances at 75 per cent of the face value,
continuing this policy even when in 1918 the bonds sold at 60. This
fact accounts for the large advances in 1918 after the armistice. The
same is true of the discount portfolio, and commercial %aper prac-
tically. disappeared from the bank’s holdings, there being only
22,000,000 of this class of paper on December 31, 1917. Vienna
banks were able to meet the credit needs from their own funds, but
at the end of 1917 there was a tendency in the direction of cash
settlements, a tendency which became much more real as deprecia~
tion gained headway. .

A second interesting feature of the war period is the melting away
of Austria’s gold reserve, which declined from 1,241,000,000 crowns
on December 31, 1913, to 261,000,000 on December 31, 1918. At
the first of 1925 the gold reserve of the new Austrian bank amounted

1 Bconomiste Francais, 30 Mars, 1918; p. 387.
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to enly about 6,000,000 gold crowns. Most of the gold lost during
the war found its way into the vaults of the Reichsbank in Germany,
Holdings of foreign bills decreased from 60,000,000 crowns at the end
of 1913 to 8,000,000 on December 31, 1919.

The above es are those for the entire Austro-Hungarian
monarchy. Beginning with the Czechoslovak revolution in October,
1918, the old monarchy broke up into several States. A distinction
as to the monetary circulation in the different sections soon followed.
Early in March, 1919, Czechoslovakia stamped with a Czechoslovak
stamp the notes of the Austro-Hungarian Bank found within her
borders; Austria followed suit a few days later (March 12 to 24). How-
ever, many notes of the bank were withheld from stamping in order to
eseape fiscal measures, or because it was considered that the notes
would be more valuable if provided with the real or forged sta.ms)] of
another country. A lively trade sprang up in these notes and t hfly
commanded & premium. These conditions created chaos for a while

-in the central European monetary situation and complicated esti-
mates of probable circulation.

In Austria only 4,687,000,000 crowns were stamped out of the total
circulation of the Austro-Hungarian Bank of 37,965,000,000 at the
end of March, 1919. From this time on a separate account was kept
of notes issued for circulation in the Austrian Republic, and by
December 31, 1919, the outstanding circulation for Austria had
%rogressed to 12,134,473,970 crowns. On January 1, 1920, the Austro-

arian Bank was placed in liquidation, and the “ Oesterreichische
Geschiftsfithrung” took over the central bank function for the new
Re&llxblic.

art 2, showing the condition of the central bank, shows that
under the new system expansion of currency did not cease but grew
rapidly, a result of increases in advances to the State. Compared
with an estimated circulation in 1913 of 500,000,000 crowns for what
constitutes present Austria, the increase was 2,427 per cent at the end
of 1919, 6,129 per cent at the end of 1920, 34,800 per cent at the end
of 1921, 816,000 per cent at the end of 1922, and 1,425,100 per cent
at the end of 19237 The heavy burden ]aid upon state finances by
food subsidies and salaries of a large number of employees contrib-
uted to ever-increasing deficits which were met by operating the
note-printing presses.

Late in 1921 another factor began to contribute to the growth of
bank-note circulation, i. e., an increase in bills, warrants, ete., pre-
sented for discount. From the chart it is seen that loans and discounts
rose from 29,374,000,000 crowns at the end of 1921 to 175,000,000,000
at the end of June, six months later. The low discount rate main-
tained by the bank, 6 per cent from April 14 to November 28, 1921,
and 7 per cent from November 29 to September 3, 1922, in comparison
with high market rates which prevailed as a result of rapid deprecia-
tion, caused individuals to borrow from the bank in order to buy
goods or foreign exchange and hold for speculative gain. To combat
this tendex;ﬁy the bank raised its rate on September 4, 1922, to 9 g:;
cent and adopted a vigorous policy of discount rationing. In thi

3 The of 500,000,000 crowns for the circalation of present Anstris In 1913 Is an estimats by Dr. de
Bordes. He arrives at it by taking the entire note and coin circalation of the monarchy as 2,500,000,000
d from business activily, and tax returns that the preseut Anstris employed
one-fifth of this circulation.




13

CUBRENCY AND FINANCJAL CONDITIONS—AUSTRIA

CHART 2
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respect it is to be noted that of all bills held the percentage of pure
commercial bills declined to less than 50 per cent, from 61 per cent
before the war.

Metallic money disappesred from circulation in Austria enrlg' in
1914. In regard to banE credits as a means of payment, the check
system has only been slightly developed in Austria, and its influence
upon the general price level has never been very great. Credit
operations were hampered, especially during the postwar period,
because the banks were compelled to charge enormous rates of
interest to cover losses as a result of depreciation of the crown.
Cash payments thus became the rule. Operations of Vienna clearing
houses increased in terms of paper crowns, but when measured in
gold showed a large falling off. Thus for the year 1923 clearings of
the important “ Wiener Giro und Kassenverein” were 199,762,311,000
crowns, or 13,872,000 gold crowns, which is only 48.8 per cent of the
1913 figure of 28,404,000 gold crowns. For the * Wiener Saldierungs-
verein” the decrease is even more marked with clearings for 1923
of 16,858,856,000 crowns (1,171,000,000 gold crowns, or 13.1 per
cent of the 1913 figure). These two are local institutions upon which
the breaking up of the empire had no great influence. The postal
savings bank clearings, on the other hand, in 1923 were only 16.4
per cent of those in 1913, while those of the Austrian National Bank,
which undertakes clearing operations throughout the entire country,
were 111,172,448,000 crowns (7,720,000,000 gold crowns, or only
10.7 per cent of the pre-war figure). In all these instances the 1923
figure is taken for comparison with that of pre-war times; the 1922
and 1921 clearings were much smaller than in 1923, both in paper
and in gold crowns. In 1923 reviving industry accompanied by
stock-exchange speculation brought an increase in clearings.

Accompanying the rapid increases in paper money was a great rise
in prices, which became esgecially steep 1n 1921 and in 1922 until
stabilization was accomplished in the latter part of that year. In
tracing the effect of Austria’s expanding currency upon the internal

rice level the deficiency in available index numbers is somewhat of a

nndicn}). A useful index of price movements is the cost of living
index of the Parititische Kommission, 8 commission composed of an
equal number of representatives of employers and employees which
determines each month the cost of living level used to regulate wages.
In the construction of this index number an item for rent is included,
which fact should be borne in mind since rents are controlled artifi-
cially by the Government. It should also be remembered that raw
materials are not included in the index number, and also that in
recent years inferior qualities of food were used as compared to 1913.
The tendency is for food prices to lag behind those of industrial raw
materials, which are more sensitive to price changes.

The periods of greatest rise in Austrian prices were as follows:
1918, when the allied economic blockade began seriously to interfere
with the nation’s food supply; at the end of 1921, and from May to
September, 1922, on both of which occasions prices showed a dispo-
sition to follow exchange depreciation. Price movements since the
period of stabilization began are shown in chart 6 below.



III. EXCHANGE BATES, 1914-1922

During the early years of the war, although Austria was already
issuing large amounts of notes, and although irioes were rapidly
rising, the foreign exchange value of the crown held comparatively
firm. Until the armistice the crown never fell lower than about 8
cents in American money. On the other hand, the note circulation
in October, 1918, was over 30,000,000,000 crowns as compared to
less then two and one-half billions in the middle of 1914. This lag in
exchange depreciation was due largely to the vigorous control exercised
over exchange rates during the war, and to the fact that the blockade
kept down imports and consequently the demand in Austria for
foreign exchange.

Control over exclmn%e rates in Austrie was first exercised by an
association of banks in Vienna established in February, 1916.  Since

banks were not members of the association, the result was not a ~
complete success, and on December 19, 1916, a strict control was
established by Government decree. Free commerce in foreign ex-
change was abolished, and & “ Devisenzentrale” was formed under
direction of the Austro-Hungarian Bank to receive and apportion
foreign exchange resources available. On June 18, 1918, the restric-
tive measures were made more severe, with the result that not only
did all purchases of exchange have'to be aﬁproved by the Devisen~
zentrale, but exports of goods and capital had to be viséed by that
organization in order to insure the return of the full equivalent
amount. To this control may be attributed the high exchange value
of the crown durin%lthe war.

In April, 1919, the Government reorganized the Devisenzentrale;
separating it from the Austro-Hungarian Bank, which was about to
be liquidated, and placing it under the control of the ministry of
finance. As depreciation became greater the effectiveness of ex-
change control became less. An illegal market sprang up, end after
October, 1920, exchange restrictions were relaxed. In becember,
1921, after the value of & gold crown had risen rapidly—from 241
Ppaper crowns in the first week of September to 1,502 in the last week
of November—exchange restrictions were again introduced, and in
July, 1922, the restrictions were made more severe. Restrictions
::le steisll in force, but since December, 1922, they have been gradually

axed.

The restrictive measures of December, 1921, were not responsible
for the relative stability of early 1922 which was due to utilization
of foreign credits. When these were exhausted and internal depre-
ciation was continuing at s rapid pace, exchange rates again fell

y. . From quotations showing a goid crown to be worth 2,175
paper units at the end of Mag, 1922, exchange declined so that by
the end of September the gold crown was worth 16,160 paper units.
The dollar, which was quoted at 11,100 crowns on May 31, was

15
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ﬂ;mted on August 25, 1922, at about 83,600, its highest point. The
illegal market gained in activity under the policy of restriction, and
doelfa.ls were often quoted 5,000 crowns higher on the street than in
banks. It hasbeen estimated that one-) of the foreign bills bought
in Vienna were purchased in this illegal fashion. The Devisenzen-
trale was a.llottin‘g only about 15 per cent of the amount of foreign cur-
rency asked for food imports, and only 10 per cent of that asked to
cover imports of raw materials. The system of restriction became
completely disorganized when merchants began requesting some-
times as much as ten times their real requirements. i

As a result of exchange control there came about the creation by
the Devisenzentrale of two sorts of accounts in Viennese b
They were: (a) Ausland kronen accounts, which could bhe trans-
ferred abroad as well as used within Austria, and (3) inland kronen
accounts, which could be used only within the country. This was
done to prevent transfer of crowns to parties abroad except with
the permussion of the Devisenzentrale, wﬁich had charge of transfers
from inland to ausland ts. Also, the crediting of sums to
inland accounts of foreigners was forbidden, unless *—

(a) Austrian stamped bank notes had been imported.

(b) Foreign exchange and stocks had been sold in Austria.

() The Devisenzentrale had given its approval.

. Further measures which the Devisenzentrale used in carrying out
its policy were the prohibition of importation of Austrian notes into
Austria, and the invoicing of Austrian rts in crowns. Since
ausland crowns were free from restrictions they were more valuable
than inland crowns. The relationship between the two may be
illustrated by quotations in the first week of January, 1921, when
inland crowns were quoted at rates implfyi.u.g only 88.90 paper crowns
to the gold crown. Toward the end of 1921 the value of the gold
crown was 1,228 inland crowns and 510.29 ausland crowns. In
1922, transfers to ausland crown accounts were more liberally per-
mitted, and the two rates tended to come together by a rapid i
in the value of the ausland crown.

A serviceable benefit rendered by this arrangement was that it
restricted a tendency to “Ausverkauf,” foreign buvers being other-
wise tempted to bleed the country of its material resources because
of low prices of goods. Being compelled, however, to buy ausland
crowns in settlement of their debt, the eost to foreign purchasers of
goods was considerably -

The depreciation and fluctuations in the value of the Austrian crown
were to an important extent based upon political and economic
events which had & psychologicsl effect on the exchange market and
influenced the rate at which the money circulated. The disintégra-
tion of the hy d a hasty decline in rates on Vienna,
which w‘?-e in any ev:‘nt hende:} downward as a result of the m;chh
greater depreciation intern: i than exchange rates. L]
fnbliu,tion of the treaty of St. (m in 1919 was followed by a

urther fall in the crown. The fact that during this year the crown
did not fall further is due in part to food credits granted to Austria
by the allied and associated powers. During 1920 a sensational rise

1T Amdrisn crown, Dr. de Bordes, p. 112




CUBRENCY AND FINANCIAL CONDITIONS-—AUSTRIA 17

in the crown took place as a result of Government intervention on the
exchange market. But this improvement was only temporary.

In 1921 plans for a credit to help Austria contributed to keep the
crown fairly stable during the first part of the year. However, when
it was discovered that difficulty was being exslerienced in securing
support for the plan, exchange rates fell rapidly. The movement
was continually xfownward until early 1922, when use of the British
credit of 2,250,000 })ounds sterling helped to check depreciation.
When further loans failed to materialize, & new wave of pessimism
swept over the country, and exchange rates declined to record levels.
This was just before the installation of the Geneva protocols signed
in October, 1922. .

The following table shows the high and low exchange rates, New
York on Vienna, annually from 1914 through 1922, in which latter
year stabilization was accomplished: ’

Aush:'h, ezchange rales, 19141922, high and low, New York on Vienna, cenis per
croun

(See Table 7 in Part IT)

Year High | Low | Year High Low
191 20.38 17.30 &% o5
191 17.30 1295 -9 .22
191 1525 10.98 ] .03
p 1Ly (U 2 830 . 0386 .0012
190k ns 800




IV. LEAGUE OF NATIONS INTERVENTION AND CUBRRENCY
STABILIZATION

Soon after the signing of the armistice it was generally recognized
in Europe that something must be done by foreign nations to help
place the new Republic of Austria on its feet economically. Many
plans were advanced, but none got very far. Early in 1919 a call was
sent out by relief missions in Austria for food credits. Practically
all the allied and many of the neutral nations responded, and before
October of 1921, 26,686,690 pounds sterling had been placed at the
disposal of Austria. In February of 1920 Doctor Renner took
Austria’s case before the Reparations Commission, which in its
Austrian section produced the “ Goode scheme” calling for a recon-
struction loan of $250,000,000. The supreme council rejected this
scheme as too expensive, and the committee then drafted the
“Loucheur scheme,” which endeavored to find a way to interest
private capital in Austfia. This scheme also failed.

In March, 1921, Doctor Mayr took the Austrian case up with the
supreme council, which referred it to the financial committee of the
League of Nations. This committee studied the situation in Vienna
and gave an excellent report in June, 1921, proposing a foreign loan
sufficient to cover temporarily Government deficits, and to provide
for stabilization of the currency. In order to sell the bonds to sub-
scribers, however, it was necessary to secure the loan upon revenues
of the Austrian State. But these revenues were already mortgaged to

- meet claims for occupation costs, reparations, and relief credits, and it
was necessary first to secure the release of these prior liens. Some
18 nations were concerned in this question and a number, including
the United States, were slow in according the release. Meanwhile,
coniiizi&ms in Austria had so changed that another plan had to be
evolveda.

In December, 1921, conditions became serious in Austria, and
allied nations again granted credits as follows: Great Britain,
2,250,000 pounds; France, 55,000,000 francs; Italy, 70,000,000 lire;
and Czechoslovakia, 500,000,000 crowns. There was also some dis-
cussion of a loan in the United States market. It was expected that
Austria would accept financial supervision by & commissioner
appointed by the League of Nations. - However, the Vienna govern-
ment pleaded that the internal political situation made such foreign
intrusion impossible at the moment. Thereupon the French and
Italian credits became unavailable and the United States loan fell
through, with the result that the aid was reduced to the English
credit and the Czechoslovak credit, most of which latter had to be
used in paying debts resulting from coal purchases.

‘When this attempt at reconstruction failed, exchange rates declined
rapidly. Conditions became so disturbed that in August, 1922, the
Austrian Government was prepared to accept almost any arrange-
ment. A final request was made by Austria at the intersallied con-

18
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ference in London for a guaranteed loan of 15,000,000 pounds sterling.
But the allied Governments were tired of loaning money to Austria
and referred the entire question back to the ]g.eague of Nations.
After a few weeks of negotiations the Geneva protocols were signed
on October 4, 1922, and the reconstruction of Austria began.

. These protocols were three in number. The first assured political
independence of Austria, 8 necessary step in order to insure confidence
of future subscribers to Austrian loans. The second fixed conditions
of the loan of 650,000,000 gold crowns which the league estimated
would be necessary to ¢ out the reconstruction plan. The third

rotocol; signed by Chancellor Seipel alone on behalf of Austria, gave

ustria’s promises of financial and economic reform. In particular
it contained s program of reforms, a draft proposition for securing
extraordinary powers to cary out this program, a promise to cease
inflation, and plans for the new and independent bank of issue. At
the same time it was provided that the league should appoint a
comirissioner general w‘ixo should reside in- Vienna, have complete
control over proceeds of all foreign loans, and see that the reconstruc-
tion plan was carried out.

The international loan of 650,000,000 ﬁold erowns, which - was
floated in the leading financjal markets of the world in the middle of
1923, netted Austria 585,000,000 gold crowns, or about $120,000,000.
Of this amount Austria at the end of 1924 still had about $42,000,000. .

One of the important sections of the third Geneva protocol pro-
vided for the creation of the new Bank of Austria to fake over the
Austrian section of the old Austro-Hungarian Bank, as well as cer-
tain assets resulting from the liquidation of the latter. The League
of Nations found it necessary to modify considerably the original
Austrian project. The revised statutes were thus not passed until
November 14, 1922 and the bank came into operation on January 1,
1923. As eventually arranged, the institution was capitalized at
30,000,000 i?ld crowns and given exclusive note issue privileges for
20 years. No governmental body could haye recourse to the bank
for advances without de}i):osit, of an equivalent amount in gold or
foretxiz bills. Inflation from government sources was thus pre-
vented.

In regard to reserve requirements jt was provided that total
bank-note circulation, plus current liabilities (but exclusive of
existing Federal debt, as manifest by treasury bonds taken over from
the Austrian section of the Austro-Hungarian Bank) should be
covered by a minimum reserve of gold and foreign exchange holdings
to the extent of 20 per cent for the first five years, 24 per cent for
the next five years, 28 per cent for the next five years, and 331§ per
cent thereafter. Whenever specie payments are resumed the pro-
portion of cover must be maintained at & minimum of 3314 per cent.

As regards resumption of specie payments, it was provided that
when the Government had succeedelf in reducing its debt to the bank,
which amounted to 2,557,948,000,000 paper crowns when the new
bank went into operation—to the equivalent of 30,000,000 gold
crowns, specie payments must be resumed and maintained. In
February, 1925, this debt had been reduced to 2,168,169,600,000
crowns which s the equivalent of a trifle over 150,000,000 gold
crowns, or about $30,000,000. The debt of 30,000,000 gold erowns
will constitute a permanent advance from the bank to the State,
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As a nucleus for its reserves the bank received the following: {1
the mea%er gold and foreign exchange holdings of the Austrin
section of the Austro-Hungarian Bank, and (2) assets of the Dev:
senzentrale, which institution the bank took over in its entiret;
The bank also received the proceeds of government foreign loant
Furthermore the bank’s capital was subscribed in gold or in foreig
exchange. q

Signing of the Geneva protocols in October, 1922, was not followe
b{ an immediate cessation of note printing in Austria. In fact, on
of the interesting developments in Austrian reconstruction is thn
the note issue increased almost continuously to the present time
Chart 3 shows that from about 2,500,000,000,000 crowns outstandin
on October 7, 1922, the circulation increased to about 4,000,000,
000,000 crowns on December 31, 1922, when the new bank came int
operation. By the end of 1923 the circulation had increased to ove
7,000,000,000,000 crowns, and in the latter part of 1924 was ove
8,000,000,000,000 ecrowns, after which time the circulation decline
somewhat. This circulation has always been covered by a generou
reserve. ¥

This great increase in the note circulation of Austria was a resul
largely of increased confidence in the currency, combined with a recov
ery of industry and acoom%anying speculation. When confidence i
the currency was restored the rapidity with which the curren? circul
ated became much less. People who formerly avoided hol inF th
money for fear of depreciation now learned that the money would re
tain its value and could safely be held until it was needed. Employ
ers who formerly kept their cash in dollars and other foreign units
and converted these into crowns when pay-day came, now kept thei
cash in erowns from one week to the next. The demand for domesti
currency thus increased greatly and the bank received forej
currencies and exchange, giving in return local money. Thus th:
bank’s reserve at the same time was built up. The reserves agains
the circulation and current accounts rose from 62.4 per cent o1
January 7, 1923, to 74.7 per cent on December 31, after havin;
reached 82.9 per cent at the end of August.

As the note circulation increased the gold value of the circulatiol
also increased, as shown in the chart, since exchange rates were ni
longer depreciating. Chart 4 shows the gold value of the circulatiol
computed according to two indices of the value of the crown, first
exchange rates, and second, purchasing power parities. Chart |
shows the gold value of the circulation computed according %«
exchange rafes. After the currency was stabilized the Devisenzen
trale received large amounts of foreign exchange resulting from thi
return of capital to Austria. Some of the capital came by way o
private banks, and some from the Government, which was now
receiving foreign exchange representin% subscriptions to interna
%old logns. The Devisenzentrale paid for this foreign exchange by

orrowing notes from the Austrian Bank, thereby increasing th
latter’s circulation. Thus reserves of the Devisenzentrale rose fron
£700,000 sterling in October, 1922, to £4,000,000 at the end of th
ear. The largest part of this amount came in when, after Novem
er 18, printing of notes for the Government ceased. Of th
total reserves more than two-thirds represented conversions foi
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CHART 4

' AvsthiA—GOLD VALUE OF TOTAL CYRCULATION ON BAAIS Oy BXCHANGE RATES AND ON Bams or PURCHAS'NG POWER PariTizs, MONTHLY, 1921-19%

Millions of dollars {For figures sce Tabls 0] Milltons of dolinrs
300 : 300
3 L]
250 h ? 250
. [ 3
200 v 200
: - 150
150 BASIS OF PU‘WQ&S 5
100 *
100 7 '_.,J
BASIS OF EXCHANGE RATES
50 / 50
o P - 2, A Py I ) ks A A ' 1 A N— Y 2 o
1921 1922 1923 1924 1925

51142—26¢—sEn 9, VoL 11-——8



22 EUROPEAN CURRENCY AND FINANCE
rivate persons, while one-third represented conversions for the
overnment.

When the new Austrian Bank absorbed the Devisenzentrale on
Jenuary 1, 1923, it took over the function of regulating exchange
rates. ~ During the first two months, however, conditions changed
and the demand for foreign exchange was again strong, due largel
to a feeling that foreign credits might not %)e forthcoming. it.
the assurance brought by the short-term foreign loan of February,
1923, and still more by the long-term international loan of June,
fn'vate capital again flowed back more rapidly toward Austria.

the spring of 1925 Austria abolished restrictions on deelings in
foreign currencies.

CHART §
AUSTRIA--PURCHASING POWER PARITIES AND EXCHANGE RATES, MONTHLY, 10231025

[Purchasing pewer parities based on Btatistische Nachrichten jndex nnmbers of prices for Austria, 47 com-
modities, fifth of month; Jan.-. hl)r., 1914==100; and Federal Reserve Board index numbers for the United
States, 104 comrnodities, monthly average, 1013 =100)

For figures see Table
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The accompanying chart (No. 5) shows how exchange rates have
remained constantly at .0014 cent per crown since stabilization was
undertaken in the latter part of 1922, and how the purchasing power
parities between the dollar and the crown (the parities based on the
relationship between the two price levels) have been approaching
exchange rates, which is as would be expected. i .

Beginning at the first of 1924 Austria experienced & financial crisis,
following a stock exchange speculative movement. There resulted
important strikes and failures among speculators in francs. o
year 1924 was a difficult one for Austria in many ways, and although
considerable liquidation took place, the result has been a sounder
basis for business than that during the period of boom and specu-
lation which followed stabilization. The speculation was first on the
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stock exchange and theri in foreign currencies, especially the French
frane, which many individuals in Austria believed early in 1924 was
goinf the way of the German mark and other currencies which had
yielded speculators handsome profits. )

Chart 6 shows the course of prices in Austria since the first of 1923,
and also the course of prices in the United States for comparative
purzoses. (Federal Reserve Board.) It will be noticed that prices
in Austria were considerably higher in 1924, especisally at the end of
the year, as compared with 1923.

Government finances in Austria are showing gradual improvement.
The budget, however, has not yet been balanced and 1925 estimates,
conforming to the new limits as agreed upon between the Austrian

CHART ¢
Al Prices, 1023-1025
[Statistische Nachrichten index nombers for Austris; 0,000 omitted; January-April, 1914w 100; 47 commodi-
de Mth'lgll %h; Federal Reserve Board index numbers for United States, 104 corumodities, monthly

Per cent

{Far figures seo Table 5
- . ! , Per cent

\
)

"
}%

1922 1923 1924 1925

Government and the League of Natjons in 1924, allow for a monthly
deficit of 49,000,000,000 paper crowns (about $3,052,000 for the year).
Estimated total expenditures for 1925 are-654,000,000,000 crowns &
month, while estimated net revenues are 605,000,000,000 crowns a
month. The deficit for the year 1924 amounted to 600,000,000,000
crowns (60,000,000 schillings) or $8,400,000.. A''pew agreement in
regard to Austrian finances was concluded September 16, 1924, at
Geneva by the Austrian Government, the e of Nations financial
committee, and the Commi;sioner General of Austria, Doctor Zim-~
merman. According to this agreement current expenditures must
not exceed & maximum of 495,000,000 gold crowns for the year, while
calmn.l expenditures must be limited to- a maximum.of 50,000,000
gold crowns. . .
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The foreign trade of Austria shows an excess of imports as the
following figures indicate:

Austrie—Imports and exports
[000 omitted; gold crowns)

Year - Imports Exports ﬁ‘::‘:'
1022, 1,758, 188 1,108,712 052,476
D 7 1,849, 037 1, 030, 551 818, 488
1024, 2,238, 220 1,223,764 1,014, 456

The principal invisible credit items in Austria’s foreign trade are
expenditures of tourists, income from foreign investments—which is
the largest item—income from transit trade, and income from bank-
ing and financial services rendered. Vienna is the financial center
for much of the surrounding territory of Europe, including the Balkan
States. The chief invisible debit item is interest and amortization
charges payable abroad.

In the latter part of December, 1923, Austria introduced & new
coin, the silver schilling, divided into 100 groschen. The word
schilling is of German orgin and the coin is not related to the British
shilling. The Austrian schilling has a monetary value of 10,000
Ppaper crowns, or thus about 14 cents in American money. It was
introduced originally as a matter of convenience since the large
denominations of depreciated paper money were cumbersome and
unpopular, and for small purchases coins are much more useful.
Prior to the introduction of the schilling 10,000 paper crowns had
come to be somewhat of a unit in quoting prices, so that this denomi-
nation was a logical one to adopt for the schilling. Silver schillings
were first Eut into circulation in June, 1924, and were well received
by the public. In fact, although the silver in the coins was worth
less than the money value of the coins, the coins almost immediately
were withdrawn from circulation and were hoarded. .

When the schilling was introduced the intention was not to create
a new unit, but merely to provide a temporary convenience until
comprehensive currency reform could be accomplished. The schil-
ling, however, proved to be a very useful unit, and, as was to be
expected, soon came to be the actual currencg unit of the country.
Basiness shifted quickly to the schilling, and the next step was taken
in December, 1924, when a law was adopted which made the schilling
the unit in place of the crown. The lﬁ:’ld schilling according to the
new law contains 0.21172086 gram of fine gold. Provision was made
for the minting of gold coins of 100 and 25 schillings. The mint is
directed to strike gold coins for private account when gold is pre-
sented for this purpose. The national bank must also pay out its
notes in return for gold, coin or bar gold, on the basis of the new
standard. The b also may mnot issue notes in terms of crowns
after December 31, 1926. The bank issued its first balance sheet in
terms of schillings on February 23, 1925. Public accounts are being
converted into schillings and must be so converted by June 30, 1925.

Thus a new currency unit has been added to those already existing
in Europe, a unit the gold value of which was determine! more or
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less by accident, i. e., by the rate of exchange existing between the
dollar and the crown when stabilization was accomphshed in 1922.
It is regretted in Austria, as well as elsewhere, that in currency
reform a unit could not have been sdlected which was in closer
harmony with some of the leading currency units—such as the dollar,
pound, or franc. :

Austria desires to place its currency system completely upon the
gold basis, and according to present plans, this event may soon
transpire. Freedom of importation and exportation of gold, and
complete  convertibility are the principal requirements. In the
meantime, exchange rates have been kept stable with reference to
gold by operations of the national bank. Although these efforts
toward stability have been ful, as a per t arrangement
the simple gol«f standard without restrictions is to be preferred. It
offers more advantages and provides greater security for the stability
of the currency system, since its operation is more or less automatic.
The gold reserves of the Austrian I‘Fation&l Bank—exclusive of foreign
credits and exchange holdings—now amount to only about $1,500,000,
compared to gold reserves of the former Austro-Hungsrian Bank at
the end of 1913 of about $250,000,000. -Although the territory of
Austria is much reduced, it is clear that before resumption of specie
R‘ayments can take place a large amount of gold must be imported.

he bank has large holdings of foreign bills and credits which can
easily be converted into gold and returned to Austria when desired,
so that the introduction of the complete gold standard into Austria
does not involve very great difficulties.




BELGIUM *
L PRE-WAR CURRENCY

Currency conditions in Belgium since the formation of the Latm
Mone Union, and even before, have been closely allied with
those in France. In fact it was often claimed before the war that
the real backing for the paper and silver circulation in ™ was
the gold reserve in the vaults of the Bank of France. . was
becsuse the bank notes in Belgium were exch only for silver,

: l]‘hnk ‘eould ke gxaahhe o thferedeem:.)ug hce ! dld.

of Belgium the option of ing either in gold or
;li'hiv?er and vsually redeemed in the latter metal.

As in France, since the conference of the Latin Union in 1878 the
monetary unit of ium has been the gold franc, weighing 0.32258
gram of gold 0.900 fine, and with a munt parity in United States
money of §0.192047. The mone! experiences of Belgium follow
closely those of other countries of the Latin Union. The monetary
law of i passed on June 5, 1832, is almost a literal repro-
duction of the French Law of 7 Germinal an X1, in which free coin
was proclaimed and a standard unit of 5 grams of silver nine-tent
fine created under the name of the franc. Article 7 of the Belgian
law provided for the coinage of gold pieces of 20 and 40 francs at a
ratio ll)let‘;een gold and ksi]vl::f 15% to 1. Beflw?ien 1832 h;nd 184;
very little coining too in ium, and during this perio
French silver ﬂ%uwh g’i)ld, the latter coined at the ratio of 15.875
to 1, circulated in the country. This was due, in the case of gold,
to the fact that Belgian gold commanded a premium of 8 to 10
francs per thousand over silver. .

In 1847 Belﬁleum broke away from the bimetallic ratio of 15% to
1, discarded the 20 and 40 franc gold pieces, which were the same
as the French, and began the coinage of new coins of 10 and 25
francs at an issne price of 3,495 francs per kilogram 0.900 fine, or
at a ratio with silver of 1580 to 1. A Ew of March 4, 1848 gave

legal tender to English sovereigns and Dutch 10-florin gold -pieces.

ium, in an effort to provide itself with adequate metallic cir-
culation, bad thus made legal tender four different gold coins, each
with a different relation to silver, as follows:

Franes per Ratio to
slver

15 50

15. 67
. 15.80
g 15. 87
At about this time the relation between gold and silver chuied.
The gold discoveries in California and Ausg:li- had begun to show
their effects upon the value of the yellow metal, and the value of the

3 This section was prepared largely by E. V. D, Wight.
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gold in Bel,%ian gold coins declined below that of the face value of
the coins. In December, 1850, gold coins were at a discount in terms
of silver of about 2 francs per thousand. As a result, the country was
flooded by the gold currencies to which it had given !lggnl tender, and
experienced difficulty in retaining its silver coins. e legal tender
qualit{ was withdrawn from the Eritjsh sovereigns on September 28,
1849, irom the Dutch gold 10-florin pieces on June 14, 1850, and from
the French gold coins on December 28, 1850. Silver was recognized
as the sole standard, the coinage of gold ceased, and Royal decree of
August 11, 1854 demonetized gold coins, struck under the law of 1847,
and provided for their payment into the treasury for taxes?
Although Eold was demonetized the people retained lZ)r some time
the French 20-franc gold pieces, even though the National Bank
accepted these coins only at 19.75 francs silver.

A mone commission appointed in 1859 found that French gold
had driven all silver out of Belgium except a quentity of French silver
Eiem which were underweight. The law of June 4, 1861, reestab-

ished the tender of French gold, and Belgium returned to the
double standard of 1832-1850. ifficulties still existed, however,
the most important of which was the great scarcity of small silver
coins. Informal discussi on this subject between France and
Belgium in 1865 gave the former nation the opportunity of calling
the first monetary conference, held November 20 to December 23,
1865, which resulted in the formation of the Latin Monetary Union.

As has been indicated, the main purpose of the conference was to
rﬁulam the coinage of subsidiary coins. Since the relatively high
value of silver had placed all the participants on a gold basis the pre-
sumption was they would stay on the gold basis.  Article 4 of the
agreement provided that subsidiary coins should have a fineness of
0.835 and should not be issued to a greater amount than 6 francs per
inhabitant. The coinage ratio for these forms of money was 15.8
to 1. Article 3 preserved the French ratio of 15.5 to 1 for the 5-franc
Fieees and extended to the issues of all participating powers either

egal tender quality or the promise of acceptability in unlimited
quantities by the banks of issue of all nations members of the union.

The Latin Union in its original form, providing for the free coin-
age of both silver and gold, only nine years. The primary
reason for the restrictions on silver coinage which were introduced
in 1874, and which resulted finally in the cessation of silver coinage
in 1878, was the alteration in the relative values of the two me!
in the market. After 1865 gold coins again to command a
premium over silver coins. As a result gold tended to disappear from
circulation and to be replaced by silver. This tendency was especi-
ally evident in Belgium, where quantities of silver were coined
and put into circulation. Several reasons have been put forward to

t for these ive silver coinings in Belgium. In the first
place Austria suspended specie payments at about that time; also
Austrian florins were being demonetized in Berlin. A lively trade
sprang up between Berlin and Brussels of shipping silver to Brussels
to be coined. In the second place the Belgian mint was one of the
best equipped in the Latin Union, and the other members appea
to be wdﬂng to let Belgium coin under her own stamp while their
own mints were inactive. In the third place the settlement of the

* Conant, Charies A. The Nations) Bank of Belgium. pp. Io4, 185,
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French indemnity after the Franco-German war involved large settle-
ments-via Brussels and heavy drains on the Belgian metallic reserves.
To restore these reserves vtie National Bank ooined silver which,
according to law, might be used in redeeming its notes. However,
the responsibility for the large coinings of silver rests with Belgium
for failure to adopt the restrictive measures which were adopted in
other countries be?onging to the union, notably Switzerland. During

the nine years of complete free coinage of both silver and gold Belgium -
minted coins as follows: ’

ilg
1k

1 10,639,260 |o-oooermc
2,826 140 | 8 485 790
o 27,604,960 | 32,850,820 -
2600470 | 63,287 710
520,000 | 52,340,378
wimuo | Boiz i
1573 o at e s

Ou September 5, 1873, a decree of the Government limited the coin-~

e of sﬁver to 150,000 francs per day, a considerable reduction in
o rate of coinage, and on December 18, 1873, coinage became no

longer free but was reserved for the State. -

In 1874 a convention of the members of the Latin Union allocated
certain sums which should constitute a maximum of silver 5-franc
pieces which each might coin during the succeeding five years. While
other members were very moderate in using this permission, Belgium
coined close to her maximum, as shown below: g

M, Actnal
parmitted | coinage
Francs Francs
1874, 12, 000, 000 | 12, 000, 000
= , RS EEN
1877, B, 400, 000

In 1878 the union suspended indefinitely the coinage of silver.

The year 1885 wag one in which members of the Latin Monetary
Union might call for a llation of the agr t, and in that year
both France and Switzerland served notice of an amendment in the
shape of a liquidation clause which provided that at the termination
of the union each nation should reimburse in gold or foreign exchange
the face value of its silver 5-franc pieces found in circulation in other
member countries. France had seven hundred to eight hundred
million franes in 5-franc pieces of Belgium and Italy, which would
have involved an expense to these two [atter countries of 22 E;r cent,
of the nominal t of these pieces, or one hundred and fifty-four
to one hundred and seventy-six million francs, had the coins been
melted down and the silver been sold to provide funds for redemption.

Belgium naturally opposed this form of liquidation. Pro?essor
Ansiaux, of Brussels, estimated that the aggregate loans required to
cover the loss on sale of silver and to provide the necessary supplement
to Belgium’s gold reserve in order to insure the convertibility of notes,
would have amounted in 1885 to 300,000,000 francs, which at thag
moment would have inflicted a serious burden on Belgian finances.

51142—251—sx 9, VoL Ir——4
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take place pro rata to the inhabitants of each country, i. e., that all
coins circulating outside of their countries should be pooled for re-
demption and the expense divided according to population. This
was not acceptable to either France or Switzerland, and, since it was
more unfavorable to Italy than the plan of France, Italy also sided
with France, which left Belgium &Eme.

The Belgians withdrew from the conference, but nevertheless an

eement was signed on November 6, 1885, embodying the French
plan of liquidation. The Belgians immediately resumed negotiations
with the French, and based their new plans upon what they called the
repatriation of coins by natural or commercial means. By this they
meant that the coins, having ceased to have legal tender abroad should
return to the home country in payment of commercial balances. In
this fashion the home treasury was to be saved the danger of having
2 sudden burden thrust upon it. The French accepted this thesis in
part, and on December 12, 1885, it was agreed that, in case of liquida-
tion of the union, of the first 200,000,000 francs of Belgian coins with-
drawn from French circulation 100,000,000 would be immediately
redeemed by Belgium. As for the remainder Belﬁ&um agreed not to
adogﬁt during the next five years any measures which might interfere
with the r%patriution by ordinary commercial and financial processes.
Since the Bank of France held 170,000,000 silver Belgian coins which
it might throw on the Brussels market, the danger of a dissgreement
had forced Paris exchange up and caused foreign exporters to demand
London or Paris credits.

The 1908 convention of the Latin Monetary Union was the next
which had a bearing upon the Belgian situation. Belgian coins had
continued to af»pes.r 1n the vaults of the Bank of France and in French
circulation. It was estimated that the amount of Belgian 5-franc
coins in circulation in France at this time was 100,000,000 francs and
that those held by the Bank of France amounted to 153,000,000 francs.
By the terms of the 1908 convention the Belgian Congo was admitted
to the union, and Belgium immediately began to ship some of her ex-
cess silver to her colony. In 1909 and 1910, 7,346,000 francs, for the
most part silver, and in 1911, 10,000,000 more, were sent to the Congo.

The National Bank of Belgium, which is the sole bank of issue,
was founded by the law of May 5, 1850, and was given a charter for
25 Iears This charter has been prolonged, by laws of May 20, 1872,
and of March 26, 1900, each time with important modificatiors.
The original capital of the bank was fixed at 25,000,000 francs, but
in 1872 this amount was increased to 50,000,000 francs, at wbich
sum it now stands. The National Bank, although the sole institu-
tion exercising at present the right of issuing bank notes, does not,
however, have an exclusive privilege of note issue. Nevertheless,
since the statutes and powers of any corporation founded in Belgium
must have legal sanction, the Government is in a position to prevent
any other organization of that type from exercsing the privilege.
There is not.huﬁ in Belgian law, ngever, to prevent a partnership
or an individual from issuing notes, with the difference, of course,
that these notes will not be legal tender nor accepted by public offices.

The bank discounts three-name paper with maturity of 100 days -
or less, with provisions that in certain cases collateral with a market
value over 100 per cent the amount of the bill may be substituted for

Belgium proposed that this liquidation of expatriated coins should
prop ‘L
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the third signature. An interesting peculiarity of the Belgian system.
is found in * Comptoirs,” or discount houses more or less dependent
upon the different agencies of the bank, which for a slight commission
supply the third indorsement on bills and guarantee them to the bank.
The effect of this is to intrease greatly the number of small prom-
mox notes, arising none the less from commercial transactions,
which the bank discounts for shopkeepers and laborers.

According to article 34 of the statutes, the bank must kee'F 2
metallic reserve equal to one-third of the demand liabilities. This
provision was suspended at the beginning of August, 1914. Like-
wise, according to article 23 the bank may not hold in its portfolio
discounted treasury obligations to & sum exce 20,000,000 franes.

This provision was suspended in 1918, when the bank undertook
to advance funds for the exchange of marks left in Belgium by the

occupying forces.? i j

The National Bank of ium may, according to its statutes,
redeem its notes in either gold or silver, and it has constantly made -
use of this option to redeem in the latter metal, retaining its gold
and using its foreign portfolio to reduce -exchange fluctuations.
Before the war the bank had never been compelled to suspend specie

pa; ts.

EHSme shares importantly in the profits of the bank. The
entire profit from loans and discounts-resulting from rates charged
customers in excess of 334 per cent (i. e., the profit over and above
314 per cent) goes to the Government. One-quarter per cent per
semester of the avarage productive circulation above 275,000,000
must also go to the State; the bank also. pays a stamp tax on its
notes. The bank pays 230,000 francs per year.toward treasury
expenses in the Provinces. Finally, the State takes one-quarter of
the net profits after a dividend of 4 per cent per annum on the capital
18 deducted. Thus in 1923 out of total profits amounting to 83,380,705
francs, the National Bank was compelled to turn over 40,214,387
francs to the Government. -
m'll‘ghfollowmg table shows the condition of the bank from 1851

National Bank of Belgium, 18651-1914
c 1000 omitted; Decemnber 31}
[Eouree: Statements of Nationa! Bank}

Percentage
Farelgn Total | of metailis
Dee. 31— Metallic jDomestio} Note dr- | fy.oonits | notes and | reserves to
reserve | hoidings | Dils | culation deposits | notes and
deposits

Froncs | Francs | Framcs | Frawes Frones
.- 20,265 50, 46 35, 981 78, 337 »
1860 [N A I 117,900 8,828 118, 725 5
1870 X, 615 o, 1] 1208 20, 528 8L 320 23, M8 u"
1873 2o wse| 28227 | MO B 05| e0s 9% »
wmr| souo| 2eoa| ameee] us| a2 o
e m, 413 74,65 | 23S, 011 404, 721 67, 4 472,445 -]
B0 101,003 | 107,638 | 257,625 476, 502 708 548, 608 18
900 108,757 | 135,044 | 329,300 631, 832 81,74 713,33 1B
05, Jouzen | 134,856 1 435, 168 724,082 98, 616 822, 698 1"
A, 401 | 173,432 | 834.458 ‘904,534 | 108,119 ¢ 1,009, 653 2
246,707 | 149,311 | 506, 520 068,763 | 133,541 | 1,108 304 n
....... 283,403 | 153,200 ) 631,741} 1,084,616] 1445881 1,179,204 o
305,303 | 106,824 | 634,794 | 1,057,407 | 117,088 | 1,184,505 %
A 334,982 | 138,535] 566,344 | 1,007,468} 113,004 | 1,123,192 t 3
» b for ths 0 5,864,000,000 francs, of which over 800,000,000 francs




II. CURRENCY, CREDIT, AND PRICE *MOVEMENTS, 19141926

The progress of inflation in Belgium from August 3, 1914, until the
end of 1918 can only be roughly inferred from scattered statistics and
from a comparison of the known circulation at the beginning of the
perind with that at the end of the period. No statistics are available
covering the continuously increasing circulation of German marks,
which were declared legal tender by the occupying forces on October
3, 1914.

At the beginning of the war in 1914 the National Bank of Belgium,
like other banks of issue throughout the world, passed through a most
trying period. A run on private institutions eompelled the National
* Bank to absorb huge quantities of commercial paper, and the port-
folio of commercial diseounts rose from 425,000,000 francs on July
25 to 616,000,000 on'July 30 to 830,000,000 on August 6, and to
883,000,000 on August 13. Advances on public securities advanced
from 58,000,000 to 102,000,000 between July 25 and August 6.

The bank was besieged by holders of notes who wished to convert
them into hard cash. From the 27th of July to the st of August,
1914, 50,000,000 francs in silver were paid out by the bank which
was permitted by law to redeem in either gold or silver. The silver
reserve fell from 74,000,000 on June 30 to 4,800,000 on December 31,
1914. As a measure of protection against these panicky conditions
the bank raised its discount rate from 4 per cent to 7 per cent. At
the same time the bank was permitted to apply paragraph 2, article
34, of the statutes, which allows reserves to fall below one-third of
the demand liabilities under circumstances and within limits approved
by the Minister of Finance. The 5-franc silver pieces withdrawn
from the bank passed immediately into hoards and the bank was
compelled to put into circulation 5-franc notes, which had been pre-
pared some years previously with a view to such an emergency.

On August 3, 1914, after receipt of the German ultimatum, the
Belgian Government declared & moratorium on commercial bills,
and the forced circulation and nonconvertibility of bank notes. On
the same day, by a third decree the Government delcared a mora-
torium on bank deposits, limiting withdrawals to a thousand franes
per fortnight. Thus began Belgium’s inconvertible paper money
experience.

he Minister of Finance on August 3 ordered the bank to transfer
its metallic reserves, unissued notes, government securities, and the
})lat.es for printing notes to Antwerp. Later these things were trans-
erred from Antwerp to London where they were deposited with the
Bank of England. e bank, however, retained its office in Brussels
during the entire war. The effect of this move was to leave the
country without a convenient means of increasing its circulation,
and at the same time to leave in the hands of the Belgian Govern-
ment in London, the means of issuing paper money which enjoyed
circulation behind the German lines, i. e., In occupied Belgium, and
thus possibly to secure funds in this way.

32 - :
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The German suthorities demanded the return of the metal and.
plates. When the National Bank in occupied Belgium had sent two
missions across the lines to persuade the Belgian Government to
accept this return, and when. each mission was unsu sful, the
Germans, on December 24, 1914, withdrew the right of issue from the
National Bank and conferred it upon the Société Générale, Belgium’s
largest private banking institution. The National Bank agreed to
this after consulting with leading banks in order to avoid the intro-
duction into Belgium of currency under German control.!

The circulation in Belgium during and after the war was composed.
as follows: (1) National Bank notes, (2) current account notes
(issued by the National Bank), (3) notes issued by the Société
Générale de Belgique, (4) notes issued by the Communes, and (5)
German marks, : Coe

National Bank of Belgium, 1915-1984
[Millions of france; end of month figares, Bource: Rapports dela Banqus Nationale de Belgidie]
. :

i « .
- Foraign| TOt8 €141 Notes | "Current | Total notes
Gold | Silver me‘xn- lorelgn mn.smund- daceount d and "
|- exchange 8 o ¢ eposits lepoai
227, 67, 4L 436. ) 006, 12 , 119.
2%9. 56 171, 477, , 067. 117, , 184,
260. k8 138 473, , 007, 13 121,
284, 4 145 414, , B14. 7. , 712,
262. 56| 6 615. , 462 , 645,
262 & 326. , 320. 216 , 536
262, 5 463, ™2 , 201, ) 463,
262, & 220 , 281, pin g 1, 473.
262, & 225, 494, , 268, 0. ,
262, [} 233. , 267, 168 ) 430,
202 1L 215 489, , 262, 1485, , 407,
264, 2. 100 , 210, 582, 3,
268. 2. o 310, , 608. 2 526, , 224,
266. b8 56. 785, 2 481, , 207.
266. 2. o 360, ) 265. 1. 981,
| 266 n. 2. 821 280, L 158, \ 419,
266. 88. 25 83L 113, L 115. A
265 | 40 0. 327, 415 7. 082,
268, 41 18. 286, , 114,
268 55 17. ML 878 4 A
268, 62 18 87, 832 451, 284,
270, k(3 18 537. A
270 .S 12 354, , 668, . 8 3,017,
- . 7" B0 876. , 873, 487, 310

’ c

. Reference to the accompanying table shows that the outstanding
circulation of national bank notes on June 30, 1914, amounted to
1,007.4 million francs, from which figure it rose to 1,614.2 millions
at the close of that year. On December 22, 1914, the bank was
forbidden to issue any new notes or to reissue old notes which came
into its possession. Further orders from the German suthorities
on April 28 and July 5, 1915, required all customs and tax receivers
to exchange National Bank of Belgium notes for those of the Société
Générale. Thus the circulation of the national bank declined grad-
ually until the end of the war. Practically all the notes outstanding
were hoarded, and they were seldom seen in circulation, where they

commanded a premium over other forms of payment.
From the beginning of 1915 the national bank made efforts to
reduce its portfolio of %ismunts rendered immobile by the moratorium

from Belgium the Boclété Géntrale restared the fasus
coatsmpinted. "

1 after the of
department L the Natlonal Bank as previously
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decree. An offer of a rebate of 2 per cent on interest charged brought
in repayment to the extent of 200,000,000 francs between February
20, 1915, and March 31, 1915, payments being made largely by banks
having surplus funds and in German marks. Presentations to drawees
were made in July and November of 1915, with the result that the
portfolio fell to 522,837,000 francs on December 31, 1915, from
933,248,000 at the end of 1914, On January 6, 1916, the German
administration declared the gradual removal of the moratorium
beginning March 1.

- CURRENT ACCOUNT NOTES

The removal of bank notes and plates from the vaults of the
national bank placed that institution and the nation in a difficult
position in view of the monetary crisis following the outbreak of the
war. On August 26, 1914, therefore, the national bank decided at
the request of Brussels banks to issue a special form of bank notes
known as ‘“compte courant” notes. This issue was made and was
carried along through -five months. The issue at its maximum
amounted to 189,310,500 francs. About 100,000,000 francs of this
issue served to liquidate the demand deposits of the national bank,
and the rest were withdrawn by the State Snvings Bank, the Com-
munal Credit Bank, etc. When the Société Générale began to issue
notes, the withdrawal of the compte courant notes commenced, the
latter being exchan%:)d for notes of the Société Générale. At the
beginning of 1916 about 50,000,000 francs of these compte courant
notes still remained in circulation.

NOTES OF THE SOCIETE GENERALE DE BELGIQUE

The German authorities on December 22, 1914, gave the Société
Générale de Belgique the right to issue notes. Notes of this institu-
tion increased rapidly during the war and reached a maximum on
Februm; 1, 1919, of 1,898,178,000 francs, declining promptly there-
after. The following figures show this development:

Circulation of Société Géntrale

Behind these notes was the paper of financial institutions responsi-
ble for the war contributions levied by Germany, the third signature
required by Belgium’s law to make paper eligible for rediscounting
being replaced by provincial bonds en at 80 cent of their
value. Thus the issue department of the Société Générale remained
within statutory limits. A small amount of notes was issued against
commercial paper representing transactions of the relief organizations
and of those few industries which produced for domestic needs.

Both the national bank and the issue department of the Société
Générale retained whatever German marks they received and re-
garded the marks as representing gold in the Reichsbank. The
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Société Générale issued its own bank notes against these marks.
The German administration objected to this practice and said that
it really placed the burden of security of the notes of the Société
Générale on the metallic reserves of the Reichsbank. The Germans,
therefore, ordered that the mark notes be returned to Germany for
credits in German banks, and when the two Belgian institutions
refused, the marks were seized and forced credits for the institutions
created, eredits which, however, could not be availed of by. the credi-
tors. On December 12, 1916, 189,500,000 marks were seized in the
vaults of the national bank. Similar seizures were made at the
issue department.of the Société Générale, and in the December 31,
1918, balance sheet we find a credit of 1,481,000,000 francs against’
the German Government representing these forced credits. By the
terms of the armistice these sums were returned to Belgium in the
form of mark notes, these latter being exchanged for paper money
of the Belgian National Bank in accordance with the conversion
policy of 1918 and 1919, discussed below. :
The seizure of mark notes changed the policy «of the Société
Générale, and thereafter this institution forced into circulation all
_ the marks it received, thus reducing the circulation of its ewn notes
and enabling it to avoid loans of marks to the German Government.

NOTES ISSUED B‘! THE .COMMUNES

When the Germans occupied Belgium the communes became
practically autonomous, as far as the central government was con-
cerned, since the central government of Belgium had left the country.
The « es in pied Belgium then issued motes to relieve
the monetary situation, the former currency being hoarded in large
part. An investigation by the national bank found that in August,
1915, there were 1n circulation, for the most part in the two Provinces
of Flanders, 57,000,000 francs in communal notes, based in large

art on Government securities. The serious danger of counter- . -

eiting and the nonacceptability of these notes outside the issuing
commune led the bank to urge their withdrawal. They practically
all disappeared within a year following these recommendations.

MARK NOTES

The fifth kind of circulation in Belgium, and probably the largest

in amount, at least at the close of the war, was that of German
mark notes. These on October 3, 1914, were declared legal tender
by the German civil adminjstration for all payments. The rate of
exchange with francs was established at 1.25 franes for 1 mark.
. The number of marks introduced into Belgium has been the sub-
ject of controversy betweer the Belgian and the German Governments
since the close of the war. Belgian claims go as high as 6,100,000,000
marks, i. e., the amount held to-day in the vaults of the National Bank.
German representatives claim that only 4,000,000,000 marks were
introduced and that the remainder represents sums brought in by
fraud from Holland, France, and Germany at the time of the conver-
sion of 1918-19. " .

On October 22, 1918 a decree law of the Belgian Government for-
bade the introduction into Belgium of all moneys of enemy powers;
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a second decree law of October 24 authorized the taking of measures
necessary for the reorganization of the circulation and the withdrawal
of foreign notes. Obviously these laws were effective only within the
limjts of the Belgian military advance. On November 9, 1918, an -
- issue of 5 per cent treasu? bonds, of three years’ maturity, was
authorized; three-fourths of the subscription was to be paid for in
marks and one-fourth in Belgian francs. The loan closed on January
15, 1919, with subscriptions amounting to 3,100,000,000 franes, of
which 1,792,000,000 francs were paid for in marks at 1.25 francs to
the mark. About 1,433,600,000 marks were thus withdrawn from
circulation. X
Marks having ceased to possess legal-tender gualities in Belgium,
their prompt retirement was urgent and was demanded by public
sentiment. A ministerial decree of December 7, 1918, arranged for
this retirement. Technical difficulties prevented the beginning of
the operation before the end of December, 1918, but it was practically
completed during the month of January, 1919, Sums less than 1,000
marks, i. e., equivalent to 1,250 francs, were immediately exchanged
by the bank as agent for the Government. For larger sums other
arrangements were made. About 4,666,400,000 marks were event-
ually  withdrawn from circulation, which together with the
1,433,600,000 paid in for the loan made a total of 6,100,000,000
marks withdrawn, valued at 7,592,000,000 franes. The rate of 1.25
francs to the mark probably overvalued the mark in view of the
relative depreciation of the two currencies at this time.
In effecting this operation the National Bank of Belgium was com-
g&iled to issue large amounts of notes. As cover for these notes the
vernment gave the bank bonds, taking the marks in return.
Article 23 of the bank’s statutes provides that the institution can not
hold in its portfolio discounted treasury bills for more than 20,000,-
000 francs. In 1919 the bank made advances to the Government
of 5,800,000,000 franes, all of which was used in redemption of mark
notes, A contract giving lawful form to the bank’s advances to the
State was later signed July 19, 1919. By its terms the bank re-
nounced sll claims for interest, and the debt took the form of re-
newable three months’ bills of 100,000,000 francs each. The Gov-
ernment can not demand prolongation of the bills once it requires
the bank to resume specie payments. On August 29, 1919, in
extraordinary session, the stockholders of the National Bank voted
approval of the agreement and modified the statutes accordingly.
efore the war deposits of the Bank of Belgium fluctuated in the
neighborhood of one hundred and ten to one hundred and twenty
milﬁion francs. By December 31, 1918, they had reached the
of about five hundred and eighty-three million francs, and by
June 30, 1919, reached the hi ‘l:;ffure of 2,526,000,000 francs. After
this date they declined ly exhibiting considerable stability
since the first of 1923 as shown in chart 7.
1¢ will be noticed also that the note circulation increased continually
from the close of the war almost to the present, showing more sta-
bility, however, in 1924, The increase in circulation was due in
ﬁm to the utilization of current-account credits created in favor of
olders of German marks when the marks were converted, and in
part to the fact that the Belgian franc has now to meet the currency
requirements of the Grand Duchy of Luxemburg. In 1921 and 1922
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the business depression prevailing throughout most parts of the world
was felt also in Belgium. In the autumn of 1922, however, an indus-
trial revival commenced, and business at the present time in Bel-
gium is fairly prosperous.

Since the advance from the bank to the Government of 5,800,-
000,000 francs to finance the conversion of marks into franes in 1918
and 1919, the Government has not borrowed from the bank, with
the exception of a ecredit of 64,000,000 received in 1922 and paid off
promptly. (This eredit was for the withdrawal of marks from German
territory ceded to Belgium by the treaty of Versailles,) The Gov-
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ernment debt to the bank has been gradually reduced and at the
close of 1924 stood at 5,200,000,000 francs. It was the original
intention of the Government to reduce the debt more rapidly but
demands u[i:m the treasury, .and various difficulties interfered.
Belgium has held Germany responsible for the funds necessary to
cancel the indebtedness incurred in withdrawing the mark circulation
from Belgium. The treaty of Versailles denied Belgium the right to
reimbursement as a reparation charge, and left the settlement to be
worked out in a separate acoord between the two interested nations.
Negotiations were undertaken, and in the Erzberger agreement
Germany accepted responsibility for a part of the mark circulation
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in dispute. According to the agreement four billions were to be
reimbursed by Germany. In return the Germans were to receive
their property, held in the custody of the Belgian Government,
property which had not been liquidated. The value of property
already liquidated was to be refained by Belgium as security for
the reimbursement. However, the German Reichstag failed to
ratify the agreement, and in the meanwhile the marks seriously
declined in value. At different occasions, and in fact whenever
they met the Germans at conference, the Belgian representatives
. attempted to take up the question of reimbursement for the marks.
In 1923, when prospects for a settlement seemed discouraging, the
Belgian Parliament passed a law creating a special fund for reim-
bursement of the State’s debt in question. e matter is still in

dispute.

1[;1 1914 the National Bank met the run on its vaults by paying, in
accordance with law, silver against its notes, and the silver reserves
consequently fell from 74,000,000 francs to 4,800,000 on December
31, 1914. Since the war there has been a large increase in the silver
reserves of the bank, due to the unloading of peasant hoards, and to
a small extent to liquidation of claims of Switzerland arising out of
the Latin Monetary Union. During and after the war large amounts
of silver coins minted by other members of the Latin Union found
their way into Switzerland because of their higher purchasing power
in that country. This was in spite of the laws of 1915 forbidding
the exportation of the coins from France and Belgium, and of 1920
forbidding the importation of the coins into Switzerland. In Decem-~
ber, 1921, Switzerland found that there were circulating within her
borders 231,985,000 francs in silver coins of other members of the '
Latin Union, of which 35,410,000 franes bore the Belgian stamp.

On December 9, 1921, an important agreement in the history of the
Latin Monetary Union was entered into by which this silver in the
coffers of -the Bank of Switzerland was liquidated. The conditions
affecting Belgium were as follows: The major part of the holdings,
to a nominal value of 29,410,000 francs, were taken over by the Swiss
Government, melted down, and recoined as Swiss currency. Switzer-
land was to be reimbursed for the remainder, 6,000,000 francs, as
follows: 2,000,000 in gold and 4,000,000 in Swiss 5-franc pieces or
in drafts on Switzerland. Thus, in addition to the large quantities
of silver coins melted down fraudently during and after the war to
take advantage of high silver prices and the %ow monetary value of
the Belgian franc, nearly 30,000,000 francs of Belgian smer pieces
were disposed of.

The National Bank of Belgium, since early in its history, has kept
an im%ortant part of its funds in foreign exchange holdings, a prac-
tice which has in the last few years become general for European
banks of issue. In 1870 the foreign portiolio of the bank was useful
in securing metal to meet a run on the bank. The foreign portfolio
was useful at the outbreak of the war in 1914, when it served as a
means of redeeming francs carried out of Belgium by refugees in
England, France, and Holland. The foreign exchange holdings of
the bank increased during the first two years of the war, as seen in
the table on page 33. Since 1916 these holdings have declined greatly
and at present amount to only about 30,000,000 francs, as compared
1o 138,000,000 in June, 1914. .
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The National Bank of Belgium has maintained during and after
the war relatively low discount rates.. This has been due to a desire
to assist industry and commerce as far as possible, especially in the

CHART 8
BELGIUM—WHOLESALE PRICES ON PAPER BasIS AND ON GoLD Basis, MONTHLY, 1021-1925

IMinistry of Labar index for Belgium, 128 commodities, last half of month; Aprll, 1914=100; United States
Burean of Labor Statistics index, 404 commodities, monthly sverage, 1913=100)
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period of reconstruction following the war. Low interest rates were
also desired to facilitate government borrowing on favorable terms.
However, low discount rates have probably contributed to inflation
and the resulting depreciation of the franc. The following table
shows the course of the discount rates since 1851:

Discount rates of the National Bank of Belgium
[Source: Annuaire Statistique de Ia Baldgwe etd:u Cungu!:‘lndge. and Rapports de la Banque Nat

Aversge | High Low Aversge { High Low

400 15 5.00 3%
1L b ¥ <] 441 5£00 400
1871 337 5.00 500 500
1 335 420 &00 350
1 328 400 200 4% & 5 350
! iz 400 2.00 519 5.80 500
1 260 3.00 2 50 472 5.00 4.5
1 400 500 4.00 54 5.50 450
I 317 400 300 5.5 850 &0
191 41 5.00 35

The price level in Belgium has increased considerably since the out-
breale of the war, and reached its high point in February, 1924, as
shown in Chart 8, when the index number was 642 (April, 1914 = 100).
The rise in prices during the war is accounted for by a scarcity of com-
modities as well as by an increase in the amount of purchasing media.
During the period of German occupation the difference between index
numbers based on artificially fixed prices and those based on free
prices was great, the latter of course being much higher. The follow-
g figures show index numbers of retail prices during the German
occupation:

Belgium—Indez Numbers of retail prices, 19141918
(Apnil, 1914=100)
[Bource: “ Revae du Travatl,” Belgtum]
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In 1919 prices declined and index numbers of prices in the last
half of the year were about 340 to 350.. In 1920 prices rose again and
reached about 477 in October. In 1921 there was a reaction, but
beginning in the fall of 1922 a sharp rise took place, which continued
with some reactions until February, 1924, as shown in the accom-
panaing chart of wholesale prices. ~This great rise earlg in 1924 was
partly a reflection of exchange depreciation when the franc touched
new low levels. A marked %all in prices took place in March and
April, and for the remainder of 1924 the level was around 550 or 560.



III. FOREIGN TRADE
Belgium has long had an excess of imports, as shown in Chart 9).

Until the present century, however, thi never e d

300,000,000 francs, and frequently fell below 200,000,000 francs.
After 1900 the excess of imports began to mount steadily, reaching
720,000,000 francs in 1905, 733,902,000 franes in 1910, and 1,006,799,-
000 francs in 1913. In 1901 the excess represented 18 per cent of
total imports and in 1913 22 per cent. To this excess of merchandise
imports must be added an excess of gold and silver imports for most
of the pre-war years, in fact, for all oﬁ.)hem since 1906, when Belgium

exported an excess of 56,397,000 in gold. The continued excess of
silver imports has been discussed above, but in this connection it is
important to remember that this excess of silver imports took place
in spite of the fact:that the exchange premium on Paris continually
favored an export of silver coins. e export traffic in silver coins
escaped the customs records because it could be accomplished more
simp {_clandesﬁnely, while the repurchases by the national bank
were laithfully recorded. It is therefore probable that the net silver
imports were much less than the figures indicate. A

setting the excess of imports, ium had in her foreign trade
several credit items. In the first place, there were sums brought
back from France by Belgian laborers who migrated for short periods
for seasonal employment. Another credit item resulted from the
transit trade through Antwerp to Germany, Switzerland, France,
and in some cases, as for instance fast freight, to Italy. The im-
portance of this transit traffic is shown by the attached table. -

Belgium—Transit trafic, 19011923 .

(Soarce: Tablesn du dela ot du Grand-Duchs du Laovenbourg, 1929
Quantity Valoe Quantity Value
Metric ioas Prencs Metric tons Francy
2,879,453 | 1,411,211, 208 555,80 | 2,257, 211. 884
2,544,188 | 1,547, 6700837 6,123 752 | 2298, W2, 013
3,506,746 | 1,779, 513, 830 6, 501, 987 | 2,437, 294, 501 -
3,285,472 | 1L 665846, 19 7,800,734 | 2,430, 92¢, 818
X, 692, 508 | 1. 922, 332, 708 L6, 953 | 2,354, 528, 208
4, 406,055 | 2, 208 892 014 8,574,198 | 7,422 028 927
4,337,063 | 2,343 015 892 2432359 | 4, 72K 625 341
4,308, 840 | 2,021, 084, 628 7.700, 365 | & 085 779, 363
4,786,428 | 2, 290, 365, 585 894, 657 | 7,361, 34,579

Perhaps the most important credit item in Belgium’s international
accounts is found in the large holdings of foreign securities by Bel-
an citizens and the foreign assets of Belgian companies.
large amount of foreign investments was due principally to the low
interest rates prevailing in Belgium before the war, as & result in
part of the advanced state of imndustrialization which Belgium had
attained and which reduced the opportunities of emploving capital
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rofitably in Belgium. M. Clavier in his pamphlet on Belgian wealth
gefore the war estimated the holdings of foreign securities by Bel-
ium at 5,000,000,000 gold francs. The foreign assets possessed b;
elgian corporations he placed at 3,000,000,000 gold franes, of whic
" about 1,000,000,000 were invested in Russia. The total of these
revenue-bearing sources was thus 8,000,000,000 francs, from which,
estimating an average return of 5 per cent, Belgium probably re-
ceived about 400,000,000 gold frances per year. This accounts for
about half the excess of imports of most ﬁll)re-wa.r years. The re-
mainder is accounted for by the transit traffic of Antwerp, by bank-
ing services, and certain other items. The most important debit
item in Belgium’ invisible trade is that resulting from shipping
services rendered Belgium. A large part of the country’s foreign
trade prior to 1914 was carried in British and German ships.

For the war period, when Belgium was occupied by German forces,
foreign trade Bgur& are not available. Figures for 1919 show a

t reduction in quantities imported and exported, and also an
important reduction in the value of goods exported. Since 1919
quantity figures have increased although they ‘are still below pre-
war figures. Import and export values, however, are above pre-war
figures, due largely to higher prices. The increase in values but rot
in quantities, as compared to 1913, is due also to the fact that Belgium
is earrying her goods to a higher point of manufacture than before the
war. Instead of exporting pig iron to Germany and England, as in
1913, Belgium machine shops with their modern equipment, installed
since the war, are turning more to the production o!} finished machines
and tools which have a Eeater value per unit of weiglht than the un-
finished iron or steel. e same tendency is taking place to a certain
extent in textile production.

Belgium imports large quantities of food products, especially
cereals and meats, also raw materials such as wool, cotton, iron ore,
coking coal, and other products. The exports are la.rgefy textiles
and other manufactured articles. :

In spite of the war disturbances Belgium has not lost entirely her
investments abroad, and the director of direct taxation estimates that
500,000,000 francs was declared in 1922 as revenue coming from
foreign securities. On the other hand, Belgium has borrowed exten-
sively in foreign markets, especially in France, Great Britain, the
United States, and Canada. The borrowing has been by both the
Be_lgmn Government and private interests. Imterest is not being
paid on sll these foreign obligations, and the si%ni.ﬁca.nce of the
revenue being received from foreign securities should be interpreted
accordingly. Probably on net account Belgium is now a debtor
nation. In addition to-credits borrowed abroad, Belgium has received
credits for reparation account, a large part of which, however, has
been received in kind.

In interpreting Belgian trade statistics allowance should be made
for the economic ement between Belgium and the Grand Duchy
of Luxembourg, which went into effect May 1, 1922. By its terms
tariff barriers between the two countries were abolished and a single
system of rates and statistics apglied to both. The effect of this is
probably a slight increase in both exports and imports, but leaving
the excess of imports at about the same proportion of total trade.
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The following table shows the trade of Belgium with the principal
countries:

Belgium—Imports and exports, by countries, 1913 and 1923

[Source: da Special. Q In metric tons; value in thoussnds of francs}
Imports Exports
013 1922 1913 1923
Quantity [ Value |Quantity| Value !Quantity] Value [Quantity! Value

91,823 50 , 184, 901,154 316,380| 343,742

8, 85; 32,074 110, 778 28, 9784 54,0011 112,
345,352 2, 854; 8, 184 762, 1871 8, 252, 7391 1, 979, 561

120, 308 912, 0401 4, 441, 699¢ 378 706,391 453,
31 425,002 1,928 048/ 1,810,388 511, 7104 1, 094, 951{ 1, 762, 232

135,323 885 bl B7, 4 172,
2 2,926,008 1,285, 379 2,460, 873 30| 2,000, 980) 1, 182, 758

7, 190 19, 379 8,652 15653 101, 53,4161 386, 122,

United States.......| L 253 496¢ 1,000, 268{ 1, 481, 834 ﬁ 106,3811 376,580, 340,




IV. EXCHANGE RATES AND PURCHASING POWER PARITIES

During the war there were no quotations for Belgian francs in any
of the important foreign exchange centers since Belgium was occupied
by Germany. Certain sales and purchases of Belgian currency took
R:.oe in Amsterdam and in Zurich, but the rates were nominal and

ve not been preserved in statistical form. The rate of exchange
between Belgian francs and German marks during the war was fixed
by the occupying forces at 1.25 francs per mark.

Pounds sterling, dollars, and French francs were quoted again in
Brussels the second week in January, 1919. New York banks, how-
ever, did not quote rates on Brussels to any extent until the month of
Aprils Dollar e¢3;101;Mcions in Brussels began at about 6 francs to the
dollar, compared with a parity of 5.18 francs; sterling was quoted at
27.75 francs, compared with a parity of 25.2215 francs; and French
flr&;xcs were quo,teg at 105 Belgian francs, compared with a parity of

New York exchange rates on Brussels fell rapidly during 1919, as
can be seen in Chart 10. The fall of the Belgian }f)nmc in this year was
largely a reflection of internal depreciation which had been teking

lace for several years. Early in 1919 the Belgian franc was at a
ﬁxgh level due to the artificial support given currencies of the allied
countries by the United States. gn March, 1919, artificial stabiliza~
tion was withdrawn and the rates were left to themselves. Although
further credits ceased, Belgium still held in New York a considerable
amount of dollars, so that she was enabled to retard soméwhat the
fall in the frane. ‘

The course of the Belgian franc follows very closely that of the
French frane, and a comparison of the accompanying c{mﬁ; (No. 10)
with_that for the French frane (chart 21, vol. 1, p. 326) shows a
striking similarity. The two curves appear almost idemtical. In
Brussels the rate on Paris is the leading rate quoted, and the two
countries have very.close economic and financial relations. In
October, 1919, the Belgian franc commanded a premium over the
French franc.” Most of the time, however, the Belgian franc has
been at a slight discount in terms of French francs, which is the case
at the present time.

From the first of 1920 to the latter part of 1922 the Belgian franc
fluctuated around 7 cents, going as_high occasionally as about 9
cents and as low as about 6 cents. In June, 1922, after the break-
down of new efforts to settle the reparations question, and the sepa-
ration of France from the rest of the group, a decline in the Belgian
franc began which continued with some interruptions until March,
1924, when a low point of about 3.16 cents was reached. Contribut-
ing to the decline in 1923 was an important outward movement of
capital as a result of weakening confidence in Belgium and France.
There had been in the previous years some exportation of funds, but
in 1923 a pronounced “flight from the franc” developed. - .
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In_August, 1923, as a result of the exportation of capital, the
Belgian Government placed severe restrictions upon dealings in
foreign exchange. The purchase of foreign currencies was for-
bidden except for certain purposes which were permitted by the
decree. These restrictions -prevented some speculation but like
previous meesures were not entirely effective.

The rapid rise in the Belgian franc in March and April, 1924—
going from a low of about 3.16 cents in March to a high of about
5.72 cents in April—was largely a reflection of a similar rise in the
French franc at this time. l;ﬁ'he French Government in March, 1924
established a credit of about $100,000,000 in New York to be used
in protecting the franc against further depreciation. The announce-
ment of this positive action on the part of the French Government,

CHART 10
BrLOIUM—EXCEANGE RATES, HIoR AND Low, MoNTHLY, 1919-1925
{Cable Rates, New York on Bruseels)
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coupled with satisfactory progress of the Dawes Committee in
Paris, served to revive confidence and check the selling of francs by
speculators and others. Also, Belgium, to help meet the exchange
situation, in January, had arranged with the Schweizerischer Bank-
verein foreign credits to the extent of £600,000, $1,000,000 and
16,000,000 Swiss francs.

During the last balf of 1924 and the first part of 1925 the Belgian
franc remained around 5 cents, and the fluctuations became much
narrower than they had been. This increasing etability of exchange
rates has been of assistance to exporters, importers, and others who
must deal in foreign currencies and who find the uncertainties of
exchange fluctuations a considerable handicap in doing business.

The purchasing power parities of the Belgian franc with the
dollar are shown in Chart 11, which also shows average exchange
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CHART 11 R .
BELOIOM~PURCHASING Pow:u PARITIES AND Exmmn Ha?Es, MONTHLY, 10101024
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rates. The purchasing power pl:rity is the parity between the two
units based upon the relationship between the price levels of the
two countries, i. e., the parity according to purchasing power of the
units. It will be notices that most of the time exchange rates have
shown greater depreciation than purchasing power parities. This
has been due in part to lack of confidence, and to disturbed con-
ditions in Europe which caused exchange rates to depreciate some-
what below the level warranted by the internal value of the unit.
For various reasons, discussed in volume 1, the two curves should
not be expected to coincide, although the tendency is for them to
approach each other. It will be noticed that in 1924 the two curves
came closer together and that the purchasing power parity curve
showed increasing stability, which is a result of increasing stability
of internal prices.



V. STABILIZATION

Since the middle of 1924 increasing stability has been exhibited by *
the Belgian franc. This has been the t of a combination "of
factors, the most important of which are greater stability of internal

rices, and improved conditions in governmantal finance. The price
evel in Belgium as shown in the previous chart (No. 7) has not
shown any pronounced tendency either upward or downward since
the spring of 1924, although minor fluctuations have taken place. ~

Wl?ﬂ e deficits in the budget have not yet been eliminated, ex-
penditures are more nearly being met out of current revenues.  Since
the end of the war the demands on the Belgium treasury have been
heavy, and large deficits, amounting to nearly 3,000,000,000 francs
in 1923, have resulted. Reparation receipts from Germany were not
as large as anticipated by Belgiom, which did not contribute to the
establishment of a balanced budget. The foﬂowinsheﬁgum show the
budgets of Belgium since the war, and also for re-war years
1910-1913. No figures are available, of course, for the war years,
when Belgium was occupied by German forces.

Belgium—Receipis and expenditures, 1910-1913

[Somree: ire dels

{000 anitted]

Receipta © Expeditures

ear Extraor- Extraor-

Ordinary ‘Total Ainary Total
Frewcs Franczs | Franes Frencs | FPrencs
682,487 | i32,918 | 815405 | 672,054 | 158,502 ) 829,436 14, 051
885, 252 7| 738,004 | 680,168 ] 123,761 | 810,928 72, 902
755,404 2,818 | 777,200 | 749,255 | 146,518 | 805,773 118, 453
788,614 18,174 | 807,788 | 787,856 | 140,003 | €38, 519 10,731

.
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Belgi: Receipts and expenditures, 1920-1925
[Source: Annusire Statistique de la Belgique)
{000 omitted]
19201 w21 19221 ‘ 1923t 19241 19251
BECEIPTS

Francs Franes Franes France
1,724,639 42,940,000
800 8,000

2,
252, 500 36, 550
Receipts from Germany:
On reparations account. 92, 252 208, 752 | 2,933, 870 | 1,649,000 | 1,436,000 [..........
000 807, 240

1,142,175 | 1,341,000 | 1,603,000 |..........
75, 550 4,000

3,767,345 | 4,652,706 | 6,722,624 { 5,942,000 | 6, 669, 000 | 7, 450, 000

2,082,419 | 2,473,473 | 2,805,912 | 2,058,000
376,974 | 1,368,011 [ 1,034,721 | 595,000
4,944,533 | 2,082,985 | 2,058, 512 | 2,940,000

1,451,842 { 1,783,731 | 1,678,010 | 1,689, 000
2,088,074 80, 850 4,000

10,943, 642 | 9, 808, 102 | 8, 748, 714 | 8, 186, 000
7,176,297 | 5,155,486 zm,ooolz,mom

1 Budget laws passed.

1 Budget estimates.

# Includes nonpermanent, oecupation and other,

Although complete figures are not yet available, the budgetary
deficit in 1924 was less than estimated, due largely to increased
receipts from taxation. Budgetary estimates for 1925, when all
items are included, show a deficit of about 770,000,000 francs.
However, if capital outlays are excluded, the estimated receipts and
expenditures for 1925 WIH come closer to balancing. The following
figures show the budgetary estimates for 1925.

Belg Receipts and ezpenditures, 1925
{Estimated but not yet voted, Masrch, 1025}
Receipts: Francs
irect taxes.__
Indirect taxes.
Railroad operating receip
Reparations. — --

Other receipts_..__.

____________________________________ 1, 968, 994, 000
. 776,757,000
375, 047, 000
. 625,427,000
- 2,375, 994, 000
2, 097, 781, 000

8, 220, 000, 000

............................... 770, 000, 000



CURRENCY AND FINANCIAL CONDITIONS—BELGIUM 51

. The total indebtedness of the Belgian Government at the present
tifne amounts to about 41,000,000,000 francs: A large part of the
debt is in terms of foreign currencies, dollars, pounds, French francs,
and Dutch florins, and since the value of these currencies in terms of
Belgian franes fluctuates, no precise figure for Belgium’s total debt can
be given. The following figures show the total debt as calculated

. bg the ministry of finance according to prevailing exchange rates on
the corresponding dates:

Belgium—Public debt on September 30

. ‘Francs " Francs
1919 . _____.__ 25,470,000,000 { 1922 ... ... .. 39,502, 000, 000
9! - 31,000, 000, 000 | 1923.. - 40, 485, 000, 000
_______________ 37, 026,000,000 | 1924 __._._._._._. 40, 684, 000, 000

The indebtedness of Belgium to the United States Government
amounted on November 15, 1924, to $471,823,713.39, of which
©94,794,143.33 was interest accrued. The following table shows
the details of Belgium’s total indebtedness: - C )

Belgium—National debt
{Source: A d dela
1000 omitted]
. Total fn-
Dee. 31— <o | Funded | Flosting [ gopisinees
1900~ Belgian francs 2,650,898 57, 851
1910~—Belglan francs. Goos,512 | 13628 | 4 g"i. 717
1014—Belgian francs 4,478, 002 504, 380 4, 982, 4!
1910—Belgian francs, 6,336,120 | 13,431,206 | 18,767,335
'ounds sterling. 9,871 7, 508 17,469
French francs. 233,831 33,83
ollar, .0 T 213, 060 213,
1920—Belgian francs. 8,700,800 | 14,224,531 | 23,925, 430
ounds sterting. 9,478 14, 488 23, 961
French francs. 333, 831 333,831
allars 23,613 28, 818
1021-~Belgian 11,117,376 | 16,347,374 | 27,404,750
ounds sterling. X 16,363 , 783
e o GEE|  mees | dio i
' 1022—Belgiun francs 18,602, 103 | 16, 225, 732 , 835
ounds sterling. 600 11,358 20, 027
e wiE | mra| . jonem
1023—Belglan francs : 14,752,916 | 16,436,722 | 81,189,638
ounds sterling. 8,341 9, 930 18,271
Dot francs moel k| %m
Dutch fiorins, 44,588 = 44,583

The improved conditions which have been taking place in govern-
ment finance provide a good background for currency reform.
Nevertheless, in Belgium, budgetary deficits have never been allowed
to lead to inflation to the same extent as in some other countries, so
that currency reform in Belgium is not dependent upon a balanced

budget. .

&u’rency reform in Belgium involves the question of determining
a level at which to stabilize the franc. Aeccording to its gold par,
the Belgian franc is worth 19.29 cents, which was its value before
the war. However, at the present time, according to current
exchange rates, it is worth only about 5 cents, and in 1924 was as
low as a little over 3 cents. Opposition to stabilizing the franc at
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its present low level has existed in Belgium, and there has been some
sentiment for a gradual raising of the franc to its pre-war level.
However, this policy would not undo the evil already done by depre-
ciation, but would merely add new difficulties. rising franc is
depressing to business and industry, and at the same time causes
injustice in the settling of contracts and other obligations. Financial
and business interests in Belgium have generally come to accept the
necessity of devaluation, i. e., stabilization at approximately the
present, low level, and would be opposed to measures of contraction
and deflation with a view to raising the value of the franc. The
monetary authorities of Belgium realize the difficulties and evils in
the way of raisinﬁ the value of the franc, but prefer not to deal with
the question until currency reform is undertaken.

The present value of the franc according to purchasing power
parieties is about 5.85 cents, which is slightly above that according
to exchange rates of about 5.15 cents (April, 1925). These two
indices indicate that a value of around 5 cents would be an
appropriate one at which to stabilize the franc at the present time,
a value at which stability could be most easily maintained and which
would involve little change in wages and prices. For some time the
franc has been fluctuating at a value of about 5 cents, so that
business has become adjusted to the present franc. The present
franc is an entirely different unit from the pre-war franc, although
they both have the same name.

he gold value of the total note circulation of Belgium is shown in
Chart 12, computed according to two different indices of the value

CHART 12

BELGIUM—GOLD VALUE OF TOTAL NOTE CIRCULATION ON BAsIS OF EXCHANGE RATES AND GN Basis oF
PUBCHASING POWZRE PARITIRS, MONTBLY, 1919-1025
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*of the frane, that expressed by the purchasing power parities and that
expressed by exchange rates. The gold value of the total circulation
is computed by miltiplying the amount of notes outstanding by the
value of the uni® The decline in the gold value of the total circu-
lation in the early part of 1924 was due largely to the depreciation
of the frane, since the amount of currency outstanding did not de-
wcresse; in fact, the amount of currency outstanding was larger than
it had been in 1923. Normally, if the amount of currency outstand-
ing increases, the value of the unit tends to dii)recmte, 80 that when
the two are multiplied the value of the totel circulation tends to
remain fairly constant. Under disturbed conditions; however, this
may not be the case, since the rapidity with which the money circu-
lates and other factors change. - The upward tendency of the curves
in the latter part of 1924 and the first of 1925 was the result largely
of an increased value of the franc, since the amount of currency
outstanding remained fairly constant. Relative stabilitg in the gold
E!alue of the total circulation usually indicates more healthy con-
itions.

When Belgium has determined at what level the franc is to be
stabilized, the next step is the accumulation of a sufficient gold re-
serve, or gold credits, so that redemption can take place with perfect
freedom and all demands for gold can be met. Convertibility of all
forms of currency in gold on demand, and freedom regarding the
exportation and 1mportation of gold, is the surest way fo maintain
the franc stable with reference to gold. The Bank of Belgium now

. holds gold in its vaults to the extent of about $55,000,000, as com-
gared with gold reserves of about $48,000,000 at the end of 1913.
ince gold is depreciated in value compared with 1913 a larger gold
reserve is now necessary, and it is probable that before full redemp-
tion could safely be undertaken elgium would need a somewhat
larger gold reserve than that now held. Acquiring the necessary
gold ox;fold credits would not be a very difficult task for Belgium
and could be accomplished most easily through foreign borrowing.
Foreign borrowing is probably necessary since the national bank’s
foreign credits are very much reduced as compared to before the
war, and internal borrowing for the establishment of foreign credits
may involve difficulties. At the end of 1913 foreign exchange hold-
i of the bank amounted to about 172,000,000 francs (about
$34,000,000), while in March, 1925, they amounted to only about
30,000,000 francs (about $6,000,000).

Exchange rates have now become much more stable than they
have been, as a result of fundamental improvement in underlying -
conditions. This relative sta.bilit? should be maintained and fol-
lowed by a gradual restoration of free gold movements and the ulti-
mate resumption of specie payments at & new value for the franc.
The introduction of a new currency unit at some multiple of the
current value of the franc, so that the new value would be con-
venient in size and conform to that of other international units, is
chiefly a matter of arithmetic in conversion. Now that conditions
are approaching normal, the immediate program for Belgium should
be the selection of a rate at which stabilization is to be accomplished,
and then the taking of positive measures to maintain this rate, such
as has been done recently by several European countries, notably
Germany, Austria, Hungary, Poland, Czechoslovakia, Russia, Fin-
land, Latvia, and Lithuania.
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CZECHOSLOVAKIA!
I. CURRENCY PRIOR TO INDEPENDENCE

The Republic of Czechoslovakia declared its indtﬁenden_ce October
28, 1918, following the collapse of the Austro-Hungarian Army.
Czechoslovakia h:g been a part of Austria-Hungary for several cen-
turies, although the people of Czechoslovakia were different racially
and had long had nationalistic aiq})irations. On October 28, 1918
the national committee (N4rodnf Vybor) in Czechoslovekia assume
the power and declared the country independent. The committes
promptly called upon the political parties in Czechoslovakia to nom-
naterdeputies for the National Assembly. The different parties were
asked to nominate deputies in ’Hloportlon to the strength shown in
the general electians of 1911. e National Assembly met Novem-
ber 14 and declared Czechoslovakia a Republic. A president was
elected, ‘Thomas Garrigue Masaryk, and the organization of the
Government was then undertaken.

Masaryk, who was later elected president, for life, was the prin-
cipal figure in the securing of independence. He had left Czecho-
slovekia during the war to further the interests of the country abroad,
going to America and the allied countries, where he obtained the
support_of the American and sllied Governments. The people of
Czechoslovakia hailed Woodrow Wilson’s pronouncements on self-
determination of peoples as especially in line with their aspirations,
and after the United States entered the war became increasingly
friendly to the allied cause. A Czechoslovak Army was organized
in France during the war, composed of Czechs in America, and of
those taken prisoners by allied armies, to fight now with the allied
armies. _Czechoslovakia had been forced to fight on the side of the
Central Powers, although the people were not in sympathy with the
Austro-Hungarian Government. An army was also organized in -
Russia from Czeclioslovak prisoners captured by Russia, and fought

ainst the Central Powers. After the inauguration of the Bolshe-
vist régime in Russia in 1917 the Czechoslovak Army there fought
against the Bolshevists, and after the armistice, went across Siberia,
finally joining the American forces. in Vladivostok. The Govern-
ment of Czechoslovakia repatriated these legionaries, as they were -
called, from Siberia, France, and also from Italy.

The status of Czechoslovakia was arranged in the treaties of
Versailles, St. Germain and Trisnon. On Kebruary 29, 1920, the
National Assembly of Czechoslovakia adopted & constitution, which
went into effect a fow days later. On April 18, 1920, the first
general election was held for deputies to the National Assembly.

As a part of the Austro-Hungarian monarchy, Czechoslovakia
before the war had the Austro-Hungarian system of currency. The

1 Prepared by John Parke Young.
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gold standard was nominally introduced into Austria-Hungary by
the law of August 2, 1892." According to this law the monetary
unit was the krone, containing 0.338753 gram of gold 0.900 fine,
which thus made it the equivalent of about 20.26 cents in American
money.? The crown was divided into 100 hellers. The silver coins
were the 1, 2, and 5 crown pieces, which were legal tender only in
limited amounts. There was free coinage of gold, and gold was
legal tender in unlimited amounts.

e%n addition to the metallic money before the war were the notes
of the Austro-Hungarian Bank, which circulated widely. The
smallest denomination of the bank notes was the 10-crown note.
‘The bank enjoyed a monopoly of note issue and was required to
hold a metallic reserve in gold or silver to the extent of 40 per cent
of the notes outstanding. Foreign exchange holdings payable in
gold could be counted as metal up to 60,000,000 crowns accordi
to the law of 1911. Additional circulation was allowed, but above
a certain minimum bore a tax of 5 per cent.

The bank never was required by law to redeem its notes in gold.
When the charter was renewed in 1911 the matter was discussed at
length, and the arrangement made was that the bank should propose
to the two Governments redemption in specie whenever the bank
thought the time proper. In the meantime the bank was to use its
efforts to maintain exchange rates stable at the gold par. This the
bank was able to do most of the time, so that the paper and silver
money was practically identical in value with gold money.

After the%eginning of the war, restrictions on note issues were re-
laxed and she bank proceeded to issue large quantities of paper money,
the notes being issued in small d inations. The Government bor-
rowed freely from the bank, and as a result inflation of currency and
credit took place. In July, 1914, the note circulation of the bank
amounted toa little over 2,000,000,000kronen. By thefirstof 1919this
had risen to over 35,000,000,000 kronen. The gold and silver reserves
of the bank were very greatly depleted during the war and at the time
of the armistice were about one-fifth the amount in 1914. In the
middle of 1914 the reserves amounted to about 1,500,000,000 kronen,
of which about 1,238,000,000 kronen was gold. At the time of the
armistice in 1918 the reserves were only about 342,000,000 kronen,
of which about 268,000,000 was gold. ~ The increase in the bank’s
nAotes circulation during the war is shown in Chart 1 in the section on

ustria.

#The lsw provided that one kilogram of fine gold shonld be coined into 3,29 kropen.



II. CURRENCY MEASURES FOLLOWING INDEPENDENCE

After the collapse of Austria-H in October, 1918, and the

T t of ind dence b;moslovakia, the notes of the
ant;ro—Hungarim B continued to circulate as before in the
various sections. They also were increasiniin amount, since there
had been no cessation of inflation. Czechoslovakia was entu'el‘y
ind:ﬁendent. of the old Austro-Hungarian monarchy, yet the country’s
cire at.inﬁ‘media were the depreciated notes of the Austro-Hunganan
Bank, which were out of the control of the new Republic.
Czechoslovakia desired to complete the separation from the dual
monarchy, and one of the first problems with which the new Republic
had to dyeal, therefore, was that regarding the bank notes of the
Austro-Hungarian Bank. The notes continued to be issued in in-
creasing amountsand protest was made by the Czechoslovak Govern-
ment. : ’

The method adopted by Doctor Rasin, minister of finance, in
dealing with the problem was unusual. Preparations were made

uietly for sev weeks and discussed confidentially with the
anclal committee of the National Assembly. There was no inti-
mation to the general public as to what was about tol;h:lp en. On
February 25, 1919, the plans were laid before the National Xmembly
in secret session, and were immediately adopted and put into opera~
tion. According to the plan, the frontiers ef the country were
from February 26 to March 9, and what travel took place was
scrutinized very closely to avoid smuggling of money. Forelin-mml
service was suspended. During the period all the notes of the Austro-
Hungarian b: were ordered to be brought to the public officesand
banks to be stamped with the Czechoslovak stamp. Part of the notes
were to be retained by the Government as a compulsory loan. Large
posters were placed in pi pl telling the people what to
do. The dm% of the frontiers prevented any influx of bank notes
from Vienna and Budepest, and after March 9 only. the notes with
the Czechoslovak stamp were legal tender.

There were presented for stamping during the allotted time about
8,000,000,000 nen in notes o? the Austro-Hungarian® Bank and
about one-half billion kronen in Ksssenscheine, certificates issued
by the bank and which circulated as money. The Government also
took over the deposit accounts in the branches in Czechoslovakia
of the Austro-Hungarian Bank, which amounted to 1,616,885,000
kronen, giving a total liability of over 10,000,000,000 kronen. Of the
8,000,000,000 notes presented 2,134,149,000 kronen were retained
by the (_}overnment. m the form of a forced loan from the public,

ing interest at 1 per cent. Receipts given for these were made
receivable by the Government in payment of the capital levy. In
addition to the notes stam and returned, there were about
300,000,000 kronen in 1 and 2 krone bank notes which were not
included in the order for stamping, and a few million kronen of

57




58 EUROPEAN CURRENCY AND FINANCE

iron, nickel, and copper coins. The total circulation after the
stamping was thus about 7,000,000,000 kronen. The stamped
notes wers later exchanged for Czechoslovak notes, or Czechoslovak
crowns as they are calll;%.

The treaty of St. Germain, signed September 10, 1919, provided in
article 206 that each of the States which had been formerly & part
of Austria-Hungary should stamp the notes of the Austro-Hungarian
Bank with the stamp of its own Government. These measures,
it will be noted, were undertaken by Czechoslovakia several months
prior to the signin, % of the treaty.?

law was passed by Czechosft,)vakin April 10, 1919, which limited
the amount of fiduciary circulation which might be issued. Article
10 of this law is summarized by the banking office of the Government
as follows:

Any increase in the circulation of the State notes which exceeds (1) the total
amount of the bank notes stamped according to the law of February 25, 1919,
(2) one-half of the check acecounts, and (3) one-half of the short-term cash vouchers
of the Austro-Hungarian Bank taken over by the banking office is strictly for~
bidden, except when the overissue of State notes is entirely covered by a security
of a purely private commercial nature. 2

No other increase is aliowed except. when authorized by a special law.4

The maximum fiduciary issue allowed acoordini to this law is
about 7,000,000,000 crowns. This provision has been rigidly ob-
served, and the increases in circulation have been covered by gold,
silver, or legal security. The law is thus a safeguard against paper
money inflation, since legislative action is necessary before the fidu-
ciary circulation can be increased. The following figures issued by
the banking office of the ministry of finance show the details of the
conversion transactions and the determination of the maximum fidu-
ciary issue:

Czechoslovaki Legal : fiduciary circul

Austro-Hungarian bank notes with-
drawn from circulation..___._____ Kr. 8, 015, 119, 7904
Less bank notes retained on occasion
of stamping and less I;ank notes
tained on ion of h

{purchase) . ___________._________. 2, 134, 348, 809
Bank notes stamped and exchanged....__ ... . ... Kr. 5, 880, 770, 985

Check accounts of the treasury departments at the Austro-
Hungarian Bank_..________ ______ . _ ... 789, 720, 443

3 The words of the treaty are as follows:

1. Within two months of the coming into force of the present treaty, each ome of the States to which
territory of the former Austro-Hungarian monarchy s red, and each one of the Btates arising from
the dismemberment of that monarchy, including Austria and the present Hnn;amlhall, 11 it has not
%I‘n:kdyxdig‘qaso‘.nu‘a:pwimmmn“nmxovmmt the currengy notes of Austro-Hungsrian .

existing territory.

“*2. Within 12 months of the coming into force of the present treaty, each one of the Btates to which terrl-
tory of the former Austro-Hungarlan monarchy is transferred, and each one of the States arising from the
dismemberment of that monarchy, including Austris and the present Hungary, shall rep) a5 it may
think fit, the stam: notes referred to sbove by its own or 8 new currency. (’l‘rutymgnnbo-
zee;”ﬂ)lg allied and associated powers and Austria. Edition of H. M. 8tationery Office, o, 1919,

‘.Pnr.zlnna:. 10 of the law pravides that notes may be issued to the exieut of one-half the current accounts
he treasury
over—but by interpretation the banking office considers note issues not only to 50 per .
cent but to the full amount of these accounts logical and permissible. Note issues only to one-half of the
other accounts were allowed for, bea’uu mdu@rgthmmnnuwumunednumudm
lor

with the bank, however—
amounting to 789,700,000 kronen—could be in notes, snd it is held thas che law shoukt
be liberally and toits
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CZECHOSLOVAKIA—Banking Office of Ministry of Finance.—Note Circulation, Loans and Dis-
counts, Deposits, Foreign Exchange Holdings, Gold and Silver, and Prices, 1919-1925

Index bers of Central B of Statistics, 126 dities, first of month, July, 1914=«100. Banking figures, end of month

For figures see Tables 22 and 23
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Check accounts taken over.______.. Kr. 1, 616, 884, 522

Less above Government accounts. ... - 789, 720, 443

. 827, 164, 079
50 per cent of private check accounts ... _._._.____ Kr. 413, 582, 039

50 per cent of cash vouchers (Kassenscheine) of Austro-
ungavian Bank__ oo 233, 767, 000
Total - e 7, 317, 840, 467

The administration of the cu.rrenc{us tem was delegated by the
Government to the banking office, which was established under the
ministry of finance. The banking: office took over the branches in
Czechoslovakia of the Austro-Hungarian Bank and is similar to a
State bank of issue. Loaning to the Government by the banking
office is prohibited, with certain exceptions, such as discounting bills
Ega.inst customs receipts. Accordin%]sto the treaty of St. Germain,

zechoslovakia was to share in the distribution of the reserves and
the assets of the Austro-Hungarian Bank, which went into liquidation
at the first of 1920. Claims against the Austro-Hungarian Bank
thus tend to offset the liabilities assumed by the Government for
notes and deposits of the defunct bank.

The banking office has endeavored to accumulate a metallic reserve
and in this endeavor has been reasonably successful. At the time it
befan ogern.tions it had no metallic reserve, but in May, 1925, the
gold and silver holdi amounted to over 1,000,000,000 Czecho-
slovak crowns and the foreign currency and balances abroed to about
568,000,000 crowns. In the middle of 1923 the latter amounted to
over two and one-half billion crowns, but in order to maintain ex-
change stability ‘the bulk of this was disposed of. The metallic
reserves (largely ﬁold) were built up by means of loans and also
from gold received from the Austro-Hungarian Bank. Soon after
the stamping of the notes, a_patriotic appeal was made to the
Reople to turn over to the b office as much %old as possible.

certain amount was turned over also in the shape of gifts.

Duringhlmg and 1920 the circulation inereased rapidly, as can be
seen in Chart 13. In the latter part of 1921 the tendency was again
upward and,a high point of over 12,000,000,000 crowns was reached.

The increases, however, were entireiy covered by gold, silver, securi-
ties, or other assets, so that the legal maximum of uncovered issue
was not exceeded. The circulation declined sharply during the first
part of 1922 and continued downward with some reactions until the
middle of 1924, when the notes outstanding amounted to a little over
8,000,000,000 crowns. . .

Prices declined very rapidly in 1922, as can be seen in Chart 14,
accompanying the contraction in the currency and the general business
depression, which prevailed at this time. The index numbers of prices
declined from nearly 1,700 in January, 1922, to 1,000 in December,
1922. (July, 1914,=100.) Since this precipitous drop the price lev
has remained rela.tive}y stable in the neighborhood of 1,000, i

The contraction of the currency in 1919 was accomplished by
Czechoslovakia at a time when practically all the other countries of
Europe were still inflating and printing large quantities of peper
money. The deflation which Czechoslovakia accomplished under the
Minister of Finance, Dr. Alois Rasin, has been criticized as being too
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OHART 14
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drastic and pushed too rapidly in view of the difficult economic condi-~
tions at that time. As a result of the conservative currency policy,
Czechoslovakia did not have the artificial stimulus of ﬁg:per money
inflation, and conditions in Czechoslovakia during the first few years
of the country’s history were not prosperous. However, the country’s
firm stand against inflation was well rewarded, and Czechoslovakia
did not experience the extreme conditions which came to exist in the
five States bordering upon Czechoslovakia. .

In the summer of 1922 when the Czechoslovak crown increased in
value from 2 to 3.5 cents, both internally and in foreign markets, the
business depression in Czechoslovakia became severe. The crown
rose in a few week’s time from less than 2 cents to about 3.5 cents.
Wages and general prices became adjusted to the new value more
slowly, which fact was the source of difficulty. The textile and glass
industries were seriously affected and were forced to reduce their
output to only a small percentage of their capacity. Liquidation
and business failures were prevalent. The crown became expensive
in féreign countries, while at the same time in these countries the
depreciated currencies of other countries were relatively cheap. The
relatively high value of the Czechoslovak crown was a handicap to
the Czechoslovak export trade, which normally is of considerable
ms;initude, and thus of great importance to Czechoslovak prosperity.
Although Czechoslovakia was Iollowing conservative principles of
finance, the fact that the countries about her continued to inflate and
experience depreciation contributed to the unsettled conditions in
Czechoslovakia.

The establishment of the banking office of the ministry of finance to
perform the function of a centrel bank and to control the currency
was regarded as & temporary measure to.meet the emergency, since
Czechoslovakia had to have some sort of & central financial institution
to provide the country with a national currency under the control of
Czechoslovakia, and to take over the affairs of the branches of the
Austro-Hungarian Bank in Czechoslovakis.

When the banking office was oxia.nized the time was not opportune
to take subscriptions and establish a national bank such as Czecho-
slovakia would ultimately want. Since this time conditions have im-
Eroved so that Czechoslovakia is now meking plans for a new national

ank having a capital stock subscribed by private individuals to
take over the present b anking office of the ministry of finance. These
plans are discussed bel ow.

51142—25%—gER 9, VoL m—



IIl. FOREIGN TRADE

Czechoslovakia is to a large extent an industrial country and is
dependent upon the export trade as an outlet for much of the coun-
try’s u}])roduction. About one-third of the population is engaged in
agriculture, but a large part of the agricultural products are such
articles as sugar beets, barley, and hops, which are the raw materials
for the sugar and liquors which are exported. Czechoslovakia is one
of the largest exporters of beet sugar in the world, and the price of
sugar has been an important factor in the country’s prosperity. Dur-
ing the period of the high dprice of sugar Czechoslovakia was assisted
in securing foreign food and other products by the sale of sugar abroad.
The precipitous drop in the price of sugar in 1920 and 1921 contributed
to the depression in the country. In 1922 Czechoslovakia exported
about 30 per cent more sugar than in 1920, yet due to the fall in price
the value of the sugar exported in 1922 was considerably less than
one-half that in 1920.

A large gart of the industries of former Austria-Hungary were
located in Czechoslovakia, especially the textile industry, the porce-
lain, and the iron and steel industries. It has been estimated that
before the war only about one-third of the articles manufactured in
Czechoslovakia were consumed there, the remainder going to Austria- .

ungary, Germany, and other countries. The following table shows
th%'grincips.l iterns entering into Czechoslovakia’s foreign trade:

e trade of Austria-Hungary with the United States before the
war was not large, and of this trade the part that was with Czecho-

Czechoslovakia—Imports and ezports of principal commodities, 19201924

{Source: C: dela Bee Chart. }
1922 1923 194
Crowns Crowns Crowns
373, 924 308, 238 488,
1,261, 141 870,357 2,355,
448, 622 334, 608 519,313
513, 08 640, 043 827, 1-
837,797 856,38 800, 915
28, 003 249,978 206, 778
342,338 802,913 343,826
1,972,482 | 1,763,638 2,858, 102
295, 804 213,182 429, 989
1,605,635 | 1,268,013 1,756,804
379,457 29, 433 346, 304
559, 157 295, 831 421,612
817,257 238,206 344,719

e

1,400,338 | 1,852,800 | 2,431,005
019,524 | 548 w08 452,170
290,615 | 284, &a,
259,62 | 2,335 710 | 2,22 900

20,740 { 1m,352 17,522
2,566,000 1 1,585,498 | 2,547,349
.62 | 208638 588,738
2,802,307 | Lisws? | 1,758
500,430 | 208102 U9, 143
22008 | 25,743 268, 28
478,956 | 258,374 268,843
2,047 | 143048 218,408
2,043 | o6, 92| 1,278
mms| 25697 319,841
768,005 | 968,175 | 1,080,079
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slovakia can not be accurately determined, but was not of great
magnitude. The chief exports to the United States from this part
of Austria-Hungary were glass and glassware. However, since the
war, Czechoslovalia has sent an increasing amount of products to
the United States, one of the reasons being the high value of dollars
in Europe and the relatively large number of crowns obtainable
for dollar drafts, either directly in Prague or by arbitrage through

 Vienns, Berlin, Paris, or elsewhere. There are also permanent
economic reasons for an important trade between Czechoslovakia
and the United States. "

The exports to the United States from Czechoslovakia are chiefl
glass and glassware, flax, hemp, and jute manufactures, wood prod-
uets, such as bent wood furniture and musical instruments, woolen
manufactures, and cotton goods. The principal imports from the
United States are raw cotton, lard, grain, and flour.  Imports from
the United States have increased very greatly since the war and
now rank second to those from Germany, with Austria third and
Hungary fourth. orts from Czechoslovakia go largely to Austria,
Germany, Hunguizi; eat Britain, and the United States, in order
of importance. e following table shows the foreign trade of
Czechoslovakia with the different countries: )

Czechoslovakia — I'mports and exporis of handise, by principal couniries,
1920-1824

[Source: C

deln uantity fo thousands of metric quin-
tals of 220.46 1bs. nﬁmmthmnnda danown:.y] oq

1920 1921 1022 w23 1024

Country [0 vaine |988% Valne | Y™ value | UM Vawme [T Vewe

40| 5,862, 123 18, 048] 3, 536, 468] 13, 249] 4,133, 750! 19, 108| 5, 583,
181 1, 982,600) 2,181| " 986,337) 2,843 665,250 3,462 1,245,437
77| 4,547,248 2, 26,3380 1,028 714,000( 1,025 889,386
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383,728 2,200| 324,337 8,749 378,330 8,508 W™
733,150) 1,012l 295,751 1,228 463,750| 32,474 988,870
1,106,110] 1,200 428,360 9a1| 418,33 478,
208| 'aa7,358) 'Bos| 22m,954) s 60,00 113,726
079 1,341, 5080 485! e5i,981| 348) a36,750] a3l A
308,4771 887 1, 7l asoms|  seil 1se 1,654| 467,281
Jugoslavias___[ 313 004 608|367, 500 %e7,m2| 1,442 218, 47,597
10 624,001 ea| a5aesl 7l les 2| "uaf 214,750| 1ol 369,
Otbier countries| 7,402| 2,078,286 5,017) 3,300,498 4,004] 1,061,824| 9,557|-1, 558, 330] 10,022 2,716, 780

Total imports| 39, 102{23, 384, 412| 39, 012(22, 433, 203} 81, 942[12, 695, 517| 41, 014[10, 127, 190| 56, 656]15, 862, 208

8,407, 475| 56, 345 2, 554, 000 58, 419] 8,317, 671
4441 3,069, 091 24, 084 2, 639, 000{ 20,1111 5, 523,121
1, 5 463| " 566,500 " 674] 718,481
1,588, 821{ 11,420 713, 500 18, 6681 1,134, 155
$68,088) ‘2,105 302,500 2,017 200,
604,852 2,613 358,000 2,683 557,802
663,252 1,275] 464,000 2,607 891,
g e21| 1,201 23,0000 814l 251,080
278} 204,500 '262] 06,600 258 101,474
1, 560 1,348,935 2,636( 1,216,500 8,843 1,888, 1
si6f 1,175,428 “oo2| 622,783 T 810) 405,000 1,345) 705,
Mol el bam| rcael 3ate a7 Xis i
, ! 050
Otber countries | 2,406| 2,318, 258] 1,860] 2,248,138] 3,254 2,419, 104] 3,064 1,544,000 %’,m z.m
Total exports | 9, 022127, 569, 418] 07, 427127, 311, 536{ 04, 9318, 084, 348113, 00412, 517, 000124, 208[17, 023, 261

Vncludea Danzig. 3Includes Grand Duchy of Luxemburg. VIncludes Fivme.
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In 1919 and 1920, when the Czechoslovak crown was relatiy
pressed, the export trade was stimulated by relatively low ¢
production within Czechoslovakie compared to the prices ob
abroad. Since 1921 the export trade of Czechoslovakia has s
considerably and has been a factor in the depressed conditions:
the country. During 1922 the crown was appreciating, which
Czechoslovak goods expensive abroad, especially in com
with those from countries with depreciated currencies, so t
Czechoslovak export trade was interfered with. In view of the
tively large proportion of the country’s production which is
abroad, the decline in the export trade was a serious blow &
country’s domestic prosperity. Imports also declined very %
during 1922 and 1923. 'In 1924 both imports and exports she
considerable improvement. The chief factor in the reduction i
foreign trade of Czechoslovakia was doubtless the generai fa
prices throughout the world and especially in Czechoslovakia, sa
total values became less. It will be noticed in the table below {

uantity fizures in 1922 showed relatively less decrease than v
gures, and in 1923 showed a large increase. The general fal
prices was rendered more severe in Czechoslovakia by the J)olicy‘
Ereat contraction in the currency. At the present time adjustmn
ave taken place, so that the foreign trade of Czechoslovakit

prospering. 1
Imports and exports of merchandise, 19801924 - \
Including gold and silver
[Source: Zahranieni Obchod Republiky Ceskoslovenske—Pragus)

Imports Exports Excess of expor

Metric | Thoussnds! Motrle |Theusands| Metric |Thom

of crowns | quintals | of crowns | quintals ! of exg

1 560 ( 23,384,412 | 60,022 200 | 27, 508, 415 W.m.ﬂﬁ' 41
1 433,203 | 97,427, 354 | 27,311, 588 | 57,515,811 4.8
1 12,685, 516 | 94, 902, 625 | 18, 084, 4751 5%
b 10,134, 615 {113,007, 725 | 12, 518 611 { 71, 182 917 2%
1 15, 862, 298 1124, 798, 253 | 17, 022, 251 | 67,641,813 L

During the period that figures have been available for Czec
slovak trade, independently of Austro-Hungarian trade, Czecho
vakia has had each year an excess of exports. The excess of expc
is accounted for to a certain extent by interest and dividen
industrial and other securities of Czechoslovakia held by foreign:
An accurate estimate of the invisible trade of Czechoslov
difficult. Czechoslovakia receives payments for animportant amor
of transit trade across the country. Money also is sent home
Czechoslovaks abroad, largely by those who left the country bef
the war, and es ecialiy those from Slovakia. Another credit it
in the country’s invisible trade is that of tourist expenditw
Czechoslovakia has several famous resorts, such as Carlsbad, wh
are attracting an increasing number of tourists and travelers. 1
Government encourages tourists to visit its resorts.



CHART 18

CZECHOSLOVAKiA.—Importc and Exports of Marchandise, Monthly, 1921-1925
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For figures ses Table 28
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Chart 15 shows the imports and exports of Czechoslovakia since
the first of 1921. Prior to this date no figures are available. Only
uantity figures are shown for 1921 and 1922 since value for
aﬁs period have not been computed on a monthly basis. antity
are unsaﬁsfactomnoe they do mot show the effects of price
movements upon the balance of trade and since heavy articles have
an unwarranted importance. Value ﬁanes are shown for 1923 and
1924. It will be noticed that since the latter %:rst of 1923 the forei
trade on the basis of both value and quantity has shown considerable
increase. -



IV. EXCHANGE RATES AND PURCHASING POWER PARITIES

The course of exchange rates during the brief period of Czecho-
slovakia’s history exhibits some interesting movements, In spite of
the rigid policy against further inflation, and the currency measures
undertaken early in 1919 when the circulation was reduced, the
Czechoslovak crown continued to depreciate during 1919 and the
early part of 1920. Although nominally worth a little over 20 cents
(20.26), according to its pre-war gold value, the crown fell precipi-
tously during 1919, and was worth a little less than 1 cent for a time

arly in 1920, as can be seen in chart 16. A sharp reaction took place
in tlylre spring of 1920 when the crown more than doubled in value in
two or three months’ time, and in May was worth over 214 cents.
However, by the end of the year the crown had fallen again, and was
down to 2 little over 1 cent in value.

. CHART 18
C2ECHOSLOVAKIA—EXCHANGE RaTES, HIGH AND LOW, MONTHLY, 1919-1026
[New York on Prague; July, 1019-June, 1921, sight drn{u; July, 1021-1925, noon buying rates for cable

[For figures see Table 24]
Cants per cTown. ! Cents per crown

5_%.
T am

1919 1920- 1921 1922 1923 1924 1925

On the foreign exchange markets the Czechoslovak crown was
worth practically the same as the German mark, and for some time
the two currencies moved almost in unison.* This parallel movement
continued until the latter part of 1921 ;svhen the reparations situation,

m-?ﬁgfam“mmmﬂmmmmmumm (Vol. L, Chart

7<2j|; - 5075+ Nate
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inflation, and disturbed conditions' in Germany had a very de-
pressing influence on the mark. The mark then went downward
while the crown went upward. The close uniformity in the move-
ments of the two currencies is vexg striking, and was due largely to
intimate trade relations between Czechoslovakia and Germany and
to psychological factors. Man %eople looked upon the two units
as of equal worth on account of the close economic relationship be-
tween axe countries, not distinﬁ:ﬁshing the difference in the currency
situation. Germany is the chief source of Czechoslovak imports,
and next to Austria receives more Czechoslovak exports than any other
country. The two countries were looked upon more or less as an
economic unit. The countries were so closely related that forces
which influenced mark exchange also influenced crown exchange.

In the fall of 1921 the crown was depressed as a result of the .
return to Hungary of the former Emperor Charles. This led the
Little Entente, Czechoslovakia, Rumania, and Yuioslavm, to mo-
bilize against hmgmy As the crisis passed, exchange rates im-
provbd and soon had much more than recovered the ground lost.

During 1922 the ecrown experienced & marked appreciation, risin
from about 1 cent late in 1921 to over 34 cents in the summer an
fall of 1922. Several factors account for this appreciation, amo:
which were the decreased currency circulation and low interna
prices, so that the domestic purchasing power of the crown was
much greater than it had been. Furthermore, the metallic reserves
were built up during 1922 so that there was greater confidence in the
currency system. This affected the velue by creating a greater

- demand for the currency. Another factor in the rise in the value of
the crown was the increased excess of exports from Czechoslovakia,
in 1922. Exports declined in 1922 but not to the extent that did
imports, so that the excess of exports was greater in 1922 than in
previous years. -

The condition of the Government’s- finances improved during
1922, reacting favorably upon exchange rates. Revenues in 1022
were greater than during the preceding years and the geneial posi-
tion of the Government was becoming stronger. The internal debt
of the Government was reduced during 1922 from about 10,000,000,000
crowns at the end of 1921 to a little under 7,000,000,000 crowns at
the end of 1922, The improvement of the Government’s finances
strengthened the Government’s credit and loans were floated sue-

ully in New York, London, and Amsterdam.

Perhaps the most important cause of the appreciation of the
crown was, as already mentioned, an increase in the internal value
of the crown. As can be seen in Charts 13 and 14 above, the circu-
lation contracted considerably during the first part of 1922, and at
the same time the price level fell very sharply. In January, 1922,
the price index was nearly 1,700 (July, 1914=100), while for
December, 1922, the index was 1,000. An increased external value
of the crown was thus to a large extent merely a reflection of an
increased internal value. Since the first-of 1923 exchange rates,
prices, and the amount of circulation have remained relatively stable.
. The relation between exchange rates and the internal price level
is shown grapbically by curves for Burchasing power parities and for
exchange rates. C{m 17 shows the value of the crown in terms of



OHART 17
‘OLECROSLOVAKIA—PURCHANING POWER PARITIES AND EXCHANGE RATES, MONTHLY, 1021-1024

[Based on Index numboers of Central Bureau of Statisties for Orsohoslovakia, 126 commodities, beginning month, of July, 1914=100; and on Fedoral Resorve Board index numbers
for United States, 104 commoditles, monthly average, 1913 100]
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dollars on the basis of the relationship between the purchasing power
of the crown and of the dollar. It will be noticed that the parities
of the two units on the basis of purchasing power correspond fairly
closely to current exchange rates. The value of the crown on the
basis of purchasing power parities increased from a little over 134
cents at the first of 1922 to nearly 314 in the latter part of the year.
This alone accounts to a very large d for the rise in exchange
rates. Exchange rates reached their high point in the fall of 1922
when they were in the neighborhood of 334 cents to the crown.
The asing power parities continued around this })oint during
all o}) 1923, and declined somewhat in the first part of 1924. The
tendency recently has been for the two curves to come closer together,
which is as woulg be expected under normal conditions.

Exchange rates declined rather abruptly in the last few weeks of
1922 and the first part of 1923 from the high fpoint:s of a short time
Ereviously. However, since the early part of 1923, exchange rates

ave remained fairly constant at about 3 cents, as a result of efforts
towdrd stabilization on the part of the Government. The banking
office buys and sells bills, and as can be seen in Chart 16, has been
very successful in maintaining exchange rates stable since early 1923.
In doing this, however, it has had to dispose of a large part of its
foreign exchange holdings, as shown in  Chart 13. the latter
;Firt of 1923 and the first part of 1924 exchange rates tended to decline.
; lle foreign exchange holdings of the banking office declined as
ollows: .

Czechoslovakia—Foreign exchange holdings (end of month)

1923, Sept 2, 433, 067, 000
December_ - - 1, 236, 280, 000

1924, March__ 661, 669, 000
June... 674, , 000

Pne- - - 736, 952, 000

1925, April 566, 109, 000
Since the middle of 1924 the foreign exclmz;ge holdings have shown
no great change, and the banking office has found it easier to main-
tain the value of the erown. fact, plans have been made to

stabilize permanently at the present level of about 3 cents to the
crown.



V. STABILIZATION AND REFORM

Czechoslovakia is unique in that it is one of the few countries of
Europe which did not inflate its currency in response to Government
needs for revenue, but, on the contrary, brought about a sudden
contraction in the circulation in 1919. Expansion soon took place
in response to business needs, but did not lead to depreciation of the
crown. In 1922 the crown tripled in value from its low point, going
to over 314 cents, and since the first of 1923 has remained relatively
stahle at about 3 cents.

In the brief period of Czechoslovakia’s independent existence the
country has made a satisfactory record, and although conditions
have been disturbed, prosperity is now increasing.

About threefourths of the industries of the former Austro-Hun-
garian Monarchy were located in Czechoslovakia and as a result the
country industnally is in a strong position. The sugar, glass, tex-
tile, and other industries are important in Czechoslovakia, and the
country has a considerable amount of iron and coal deposits; also
extensive forests. The agricultural production is large but the
country nevertheless has to import foodstuffs. Banking and com-
merce are well developed. e banking office has 31 branches
scattered throughout the Republic. Foreign banks are also active
in Czechoslovakia, so that with the country’s varied resources and
industrial equipment, the basis exists for an economically strong
and prosperous country.

Severe depression and unemployment existed in Czechoslovakia
for several years, but at the present time conditions are much im-
girsoved. e progress of Czechoslovakia was interfered with by the

turbed conditions surrounding the country, and goods from Czecho-
slovak industries had to compete with foreign goods, low in price
on account of depreciated currencies in these countries. On the other
hand, when conditions in neighboring countries became extremely
disturbed, as during the currency collapse in Germany, Czecho-
slovakia was able to supply goods both at home and abroad which
formerlll{ bad been bought in Germany, for example. This situation
was o temporary and what benefits there may have been to
Czechoslovakia from the currency collapses in Germany and other
countries were more than offset by various disadvantages.

The condition of the Government’s finances has been improving
continually, and the deficits in the budget have been reduced from
the large amounts in 1919 and 1920. Revenues and expenditures
have increased greatly, but revenues have increased more rapidly
than expenditures so that the deficits have become less. The budget
does not yet balance and Czechoslovakia must follow & policy of
strict economy until equilibrium is attained. During the period fol-
lowing the obtaining of independence,$he country was confronted
with various abnormal expenses, expenses which had to do with the

. organization of the Government and the establishment of new offices,

70
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military requirements, repatriation of legionaries, unemployment,
food subsidies, and rehabilitation of the properties of the railways
and other State enterprises which had been allowed to deteriorate
during the war. The burden of most of these abnormal expenses is
now reduced so that the Government is getting in a stronger position.

financially. The following table shows the revenues and expendi-
tures since 1919: ’

Czechoslovakia—Receipts and expenditures, 1919-19%86

( of for capital imp; covered by loans)
{Source: Docmments of the International Financial Conference, Brussels, 1020, and United States Depart- ’
ment of Commerce. Millions of crowns]

i

m9 1020 92 ]
Betl | ctus| Eoth | actuat | Bt | actunt| Eot, [ actuat
[
Revenue: B
Ordinary. 2,614 7,950 15,923 17,1
1,00 3,471 1,376 1,
Total, 3,710 10,427 | 13,455 | 17,200 | 21,804 | 18,884 | 117,738
Expenditure: )
Ordinary. 3,610 7,175 10,672 13,289
¥ 4 6,005 8,103 7,354 6,524
[ O 8,016 | 7,450 | 16,278 | 13,901 | 18,026 | 18,658 | 19,813
Deficit.
Surpiva bhond il IR 75,535 =
\
1928 1624 ‘ 1028
Estl- Estl- Esti- y
mated | Aotval | poeeq | Actual | pivey | Actual-
THevenue:
or, 17,961 16,887
¥ 851 ; 404 !
Tatal 18,812 | 115,604 | 16,301 | 15,708
Ordinary; .
Ordinary. 13, 605 | 12,29
5,718 4,708 !
Total 19,37 | 116,80 | 16,008 15,974
Deficit, .
Surplus. 58 1878 oot 2
1 Provisional,

The deficits shown in the above table do not include expenditures
for capital improvements, which have been met by losns. ~ Although
such ‘expenditures incresse the actual deficit, their exclusion is
legitimate in so far as the undertakings are profit-yielding invest-
ments. The following are the sums which the Minister of Finarice

- was suthorized to spend for “ Capital investrents.” He was, au-
thorized to negotiate loans to cover these amounts. These are
estimates in the budgets, and in 1921 (the only year for which final
figures are available) actual expenditures for capital purposes were
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only 1,775,000,000 crowns as compared with the estimate of
3,173,000,000 crowns.

Crowns

The total debt of Czechoslovakia at the present time is unde-
termined but is probably about 40,000,000,000 Czechoslovak crowns.!
According to the peace treaties ? the pre-war debt of Austria-Hungary
was to be apportioned among the succession states by the Repara-
tion Commission. The exact amount of Czechoslovakia’s share of
this debt has not been determined. From the total are to be offset
amounts representing the value of Austrian property, railways, etc.,
acquired by Czechoslovakia. In addition, Czechoslovakia was
charged with a so-called liberation payment of 750,000,000 gold
francs. Czechoslovakia hopes to have some adjustment made of
these debts when the matter comes up again for discussion.

In addition to these obligations resulting from the country’s
former relations with Austria-Hungary, Czechoslovakia has bor-
rowed at home and abroad, especially in the United States, Great
Britain, France, and Italy. In-the 1925 budget an amount of a
little over 2,000,000,000 crowns is provided for service of the Gov-
ernment’s debt. This is a slight increase over the amount in the
1924 budget. On the basis of the 1925 budget estimates the service
of the national debt represents about 14 per cent of the total ex-
penditures.

The debt of Czechoslovakia to the United States Government on

November 15, 1924, amounted to $115,528,440, of which $23,648,769
was. interest accrued. The 1925 budget, like that of 1924, does not
provide for payments of interest or principal to the United States
on this debt. The 1923 budget included an item for payments to
the United States, but no payments were made.
. Czechoslovakia adopted the capital levy and the increment tax
in the spring of 1920.  The increment tax was a tax on the increase
of wealth of individuals as determined by the difference between
the wealth before the war and in March, 1919. The rate progressed
from 5 per cent on increments of 10,000 crowns to 40 per cent on
increments in excess of 10,000,000 crowns. The capital levy was
assessed on the basis of property held on March 1, 1919, valued in
excess of 10,000 crowns. e tax was made prrﬁressive from 1 per
cent to 30 per cent (30 per cent on property valued at more than
10,000,000 crowns). The capital levy and increment tax were made
payable in the certificates of deposit, among other things, which
were issued in return for bank notes retained by the Government
at the time of the stam %g of the Austro-Hungarian bank notes.
The capital levy had yielge up to the 1st of February, 1925, a total
of .10,814,940,000 crowns, as sgown by the following figures.

1 According to an estimnte of 8 Czechaslovak delegate st the Brussels eonference in 1920 the total debt
35,000,000,000 cyowns. -
lCl.m.ndl.hemyd&.Gm-nduﬂd-munhiudthmydm
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Czechoslovakia—Net p ds of the capital levy
[Source: Banking office of the ministry of finance. Crechoslovak erowns]

205, 493, 000
861, 667, 000
~ 2,156, 955, 000
. 3, 463, 378, 000

1925. - 4, 128, 447, 000

The Government of Czechoslovakia has not been financing itself
by inflation, as have most of the other countries of Europe, and al-
though the currency is Government paper money, the currency system
has not been made subservient to the Government’s needs, so that
the condition of the Government’s finances has not been as great a
factor in the currency situation in Czechoslovakia as in some other
countries. Nevertheless, the Government must eventually bring its
budget into balance, and pay off part of its large debt, since unhealthy
conditions in the Governnent’s finanoes do not provide a good back-
ground for currency and banking stability.

The banking office of the ministry 6f finance, which Czechoslovakia
established early in 1919, was looked upon as a temporary institution
which wes to pass out of existence when & national bank of issue
more independent of the Government could later be founded. In
March, 1925, a bill was submitted to Parliament regarding the estab-
fishment of such a private bank. The proposed bank would have a
capital of $12,000,000, of which one-third would be subscribed by the
State and two-thirds by domestic subscribers. The Government
would secure funds to subscribe for its share of the capital out of funds
provided by the liquidation of the Austro-Hungarian Bank, and out
of the reserve hol%ings of the present banking office, substituting
Government securities in place of the reserve. . The amount of reserve
removed would be turned over to the new bank so that there would
really be no dissipation of reserves. Inasmuch as the banking office
is to be taken over by the new bank, this method amounts to the
Government subseribing to the capital in its own securities.

The administration of the bank is to be vested in & governor,
agpomted by the President of the Republi®, and a board of directors
of 9 or 10 members. Of these members, three are to be named by
the E:sxdent and six by the stockholders in their general meeting.
In this general meeting the Government has only one vote for its
entire stock, while each stockholder has one vote for every 10 shares.
The tenth member of the board of directors is chosen by the board
itself in agreement with the governor. .

In the cFroposed measure the Czechoslovak crown is definitely
established as the lawful currency unit. The bank is directed to
maintain the crown stable in value, i. e., within the limits of 2.9
cents to 3.03 cents to the crown, which represents the fluctustions
of the crown duiring the last two {em. The crown will thus be given
a relatively fixed relation to stable currencies. N

. The reserve provisions for the circulation of therrojected bank are
similar to those of the present Austrian and Hungarian national
banks. The reserve may consist of both metal and net holdings of
foreign exchange, i. e., the excess amount in foreign credit, bills, ete.,
held ‘over like amounts owed abroad by the bank. At the outset”
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the reserve is to amount to 20 per cent of the notes in actual circula-
tion, excluding the existing uncovered notes amounting to sbout
5,500,000,000 crowns, plus all other demand liabilities. Each suc-
cessive year this reserve of 20 per cent is to be increased by 1 per
cent, so that at the beginning of the sixteenth year a reserve of 35
per cent will have to be maintained.

In order that the bank may have the necessary means of main-
taining the stability of the currency, the Government is authorized
to negotiate a foreign loan to a maximum amount of $50,000,000.
The proceeds of this loan would be turned over to the bank, which
is to maintain the funds separate from other funds of the bank.
The withdrawal of the present circulation is provided for through
the payment of the existing notes in purchase of foreign exchange
and when so paid in the notes are to be retired.

The following figures show the condition of the banking office of
the ministry of finance on March 7, 1925. The new bank would
take over the present banking office.

Czechoslovakia—Banking office of ministry of finance, condition March 7, 1926

Assets: Ceechoslovak crowns
Gold reserve. .o e 1, 028, 821, 000
Balances abroad and foreign currency 567, 922, 000
Bills discounted___ ... ______.. - 957,872, 000
Securities discounted _ . _______ - 102, 845, 000
Advances on collateral . ____._.__.___ 538, 886, 000
Uncovered state notes debt balance B, 524, 283, 000
Sundry assets. 293, 586, 000

9, 014, 215, 000

Liabilities:

State notes in eireculation______ . ______________________ 7, 464, 455, 000
Check account balances......_ -+ 682,902, 600
Short-term cash vouchers 8, 519,

Sunidry liabilities - - - _ . oo 860, 339, 000

9, 014, 215, 000

Chart 18 shows the gold value of the total mote circulation of
Czechoslovakia computed according to the value of the crown
expressed in exchange rates, and according to that expressed in
purchasing power parities. It will be noticed that on both bases
the total gold value rose very greatly during 1922, and in 1923
was about double what it was in 1921.  The cause of this rise in the
gold value of the total currency was the sudden appreciation of the
value of the crown, without a corresponding contraction in the
total note circulation. The crown more than doubled in value, while
the note circulation declined by not more than 15 or 20 per cent.
Accompanying the increase in the value of the crown was a decrease
in the velocity of circulation as confidence in the currency increased.

Normally an increase in the volume of note circulation tends to be
accompanied by a decrease in the value of the unit, and vice versa,
so that the total value of the circulation tends to remain fairly
constant. In the case of Czechoslovakia, conditions have been so
disturbed that no regularity in the total value of the circulation
exists. The low value of the crown in 1921 was not due to large
issues of paper money, but appears to have been due to disturbed
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OBART 13
OZECROSLOVAXIA—QOLD VALUN oF TOTAL Note OIROULATION ON Basis or EXCRANGE RATAN AND OX Bass OF PUBcRAsNG POWER PARITIAS, MONTHLY, 10201028 .
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400, 00

ﬁ(‘uw POWER PARITIES

i \ .
BASIS OF EXCHANOE RATES \

»

0 " /ﬁ‘/\J

100] 00

71920 1921 1922 1923 1924 1925



76 EUROPEAN CURRENCY AND FINANCE

political and economic conditions, during which time production was
curtailed and there was a rapid turnover of money. Changes in the
rate of turnover tend to cause fluctuations in the value of the unit
and thus of the total circulation. In 1922 the crown separated
from the mark, and as the demand for the crown increased, its value
rose, and thus the value of the total circulation also rose.

The curves in Chart 18 showing the gold value of the circulation,
assist in determining what might be considered a normal value for
the crown in view of the amount of circulation outstanding. The
problem is, with a circulation of 10,000,000,000 crowns for example,
what would be the average value of the crown under normal cir-
cumstances? This can be approximated if the point around which
the total value of the circulation would fluctuate in normal times,
can be determined. If this total value, obtained by inspection, is
divided by the amount of currency units outstanding, a value for
the unit will be arrived at which will be close to what would be the
average value of the unit in normal times, assuming that the amount
of circulation remains about the same as at present. '

The assumption in this computation is that the curves would remain
fairly constant in normal times, perhaps tending slightly upward as
business expanded in a growing country. This assumption is borne
out by the facts, althougx. difficulties exist which limit the usefulness
of this method of determining the value of the unit. The principal
difficulty is that where checks are used widely they serve the same
purﬂose as money, and therefore deposit credits should be included
1n the calculations. The inclusion of deposits complicates the com-
putations, but since the relation between deposits and currency in
circulation is fairly constant, this omission 18 not as serious as it
miél;t otherwise be.

nditions in Czechoslovakia have been so extremely disturbed and
the curves have moved so erratically that what may be considered a
normal total value of the circulation can not be accurately determined.
Furthermore, as conditions return to normal and the gold standard
is adopted, the velocity of circulation may decline; also hoarding of
paper money would take place to some extent. Tncreased business
activity would create a greater demand for money. These factors
would tend to raise the value of the crown. In view of this, the
present gold value of the total circulation may be too low, compared
to what it will be as conditions become more settled.

Using the figures of Czechoslovakia shown in the chart, the total
value of the circulation in 1923 and 1924 appeared to fluctuate on the
average at about $275,000,000 or $280,000,000. The circulation
outstanding during 1923 and 1924 averaged about 9,000,000,000
crowns. ’lglns would give a value to the crown of about 3 cents,
which is close to that expressed in current exchange rates and in
purchasing power parities. The indications thus are that the value
selected by Czechoslovakia of about 3 cents is an appropriate level
at which to stabilize the crown.

Since the first part of 1923 exchange rates on New York have been
kept stable at close to 3 cents to the crown. The former gold rgnr
vnfue of the crown was 20.26 cents, bul Czechoslovakia has d%sca ed
this value in making plans for currency reform. In a(;co?ting the
present level for stabilization Czechoslovakia has set 8 good example
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for other European countries. Devaluation is fgler]mps easier for
Czechoslovakia than some other countries, since the country has no
sentimental tie to the old Austrian crown, but on the contrary is
glad to get away from it. :

The present crown, worth about 3 cents, is a rather small cur-
rency unit, and Czechoslovakia may eventually find it desirable to
adtt:)};t a larger unit equal to 10 or more of the present crowns. Such
a reform should ultimately be made, and when it is undertaken a unit
should be selected which harmonizes well with some of the leading
existing units. Before the war there were too many different units in
Europe and the permanent introduction of a new unit worth 3 cents
should be avoided.

Czechoslovakia hopes eventually to have the gold standard and is
making plans in that direction. Such a step is very desirable and
would contribute to the economic recovery and prosperity of the
country. The gold standard would facilitate foreign trade, espe-
cially with countries which have the gold standard. A healthy export
trader is essential to Czechoslovakia since the country has a larger
industrial capacity than is necessary for home consumption and must
dispose of her products in foreign markets. The import trade is also
of importance since the country depends upon outside sources for
mslxlxiy articles. The introduction of the complete gold standard
would give greater assurance regarding the stability of the crown.
than can exist under methods of artificial control.



DENMARK*
I. PRE-WAR CURRENCY

Before the war Denmark was on the gold standard. The standard
monetary unit was the krone, containing 0.44803 of a §mm of gold
0.900 fine, and worth 26.798456 cents. ractice, gold was usually
taken to the National Bank of Denmark, which was required to bu
it at the rate of 2,480 kroner per kilogram of fine gold, less one-fourt
per cent for cost of minti fi?re., at the rate of 1 krone for 0.44691
:It;:jmm of gold 0.900 fine). Practically no gold coin was in actual

irculation. e currency circulating consisted of notes of the

natidnal bank (which were in denominations as low as 5 kroner %)

and about twenty-five millions of silver and small coin. Silver was
ined in d inations of 2, 1, 0.25 and 0.10 kroner.

Denmark was a member of the Scandinavian Monetary Union.
According to the treaties of 1873 and 1875, the gold and silver coins
of any one of the three Scandinavian countries were lawful money
in all of them. In practice the bank notes of the Scandinavian
central banks were also accepted at par in all three countries. The
three central banks held balances for one another and sold drafts

t those balances usually at par. In this way they kept ex-
change rates between any two of the Scandinavian countries usunllK
at par. The National Bank of Denmark also kept an account wit
the German Imperial Bank.

The National Bank of Denmark (Nationalbanken i Kgbenhavn) is
the central bank of issue and maintains general control over Danish
credit. It has enj(:ied the monopoly of issue since 1818. It is a
joint-stock bank with its sharo;gnvately owned, but of its five man-
m;hrecmrs two are appointed by the Government, and in practice

vernment exerts considerable influence over the bank’s policy.

The national bank holds deposits for the other banks, rediscounts
for the other banks, and acts as fiscal agent for the Government. In
ine_ml its funotions are those usually performed by central banks.

is the case with most of the Europem central banks, the
National Bank of Denmark also does business with private indi-
viduals and firms.

The notes of the national bank were redeemable in gold on demand
ﬁnor to August 2, 1914. The issue was unlimited, except that the

ank had to maintain a cash reserve of 50 per cent against the notes
outstanding and liquid assets equal to 125 per cent of the remainder.
The reserve might consist of legally current coin, gold bullion, and
t-bearing bal with the central banks of Norway,

Sweden, and Germany. However, it was provided that legal coin
(gold and silver) must equal not less than 60 per cent of the note

:nynagmw.mw&mm to and 2 kron,
Mnﬂmmmu?mmnu:: o1
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reserve.! However, in case of emergency, such as in the autumn of
1907, reserve requirements could be suspended by an order in council,
in which case & special tax bad to be paid to the Government.

The bank controls the supply of credit available to the business
community by regulating the amount of trade paper and Government
bills that 1t buys. The Danish private banks hold most of their re-
serves in the form of deposit credits at the national bank, and also in
national-bank notes. The central institution, by regulating the
amount of its advances to the private banks, can affect the reserves
of these banks, and so affect the amount of their advances.

The gold reserve of the country was mostly in the hands of the
national bank. The principal demand for gold was for exportwhen the
exchanges became ““ unfavorable ’; so the bank had to regulate credit
in such a manner that the exchanges would remain usually within the
gold points. It might meet extra demands for exchange by drawing
against its foreign balances and selling some of its assets payable in
foreign currency. But any heavy ang sustained demand for foreign
exchange could be met only by tightening credit.

3 An act of Aug. 30, 1919, changed the reserve from 50 to 3334 percent. Of the total amount not less.
gl‘ilxiun 12%% per cent must consist of legal and not less than 30 per cent must consist of gold coln and
on,



II. CURRENCY, CREDIT, AND PRICE MOVEMENTS, 1914-1925

Immediately after the outbreak of the war, both wholesale and retail
prices in Denmark began to rise. The average of wholesale prices in
1915 was 38 per cent higher than the average for 1914. When there
is a sudden shortage of important commodities and ‘an increase in
?urchasing power, as was the case in Denmaik, there is a tendency

or the average of prices to rise. }

The increase in media of peyment in Denmark in 1914 and 1915
was primarily in note circulation, although there was also some
%’ow"th of deposits. The discount rate of the National Bank of

entnark was raised from 5 to 6 per cent on August 1, 1914, and to
7 per cent August 4; it was then lowered to 6 per cent August i1, and
remained there for the rest of 1914. But that pressure on the money
market was not sufficient to prevent expansion, and thus keep the
average of prices from rising. The note circulation increased from
156,000,000 kroner at the end of July, 1914, to 224,000,000 kroner at
the end of October. After this time there was a considerable decline.
This early increase in note circulation was due in part to the fact that
on account of the general business uncertainty people held larger
amounts of cash than usual in proportion to their money outlays.
To the extent that the money was held and not expended, 1t was not
a factor in the rise of prices.

There was also an increase of loans and discounts at the national
bank. Loans against stock-exchange securities increased from
10,600,000 at the end of July to 17,300,000 at the end of October,!
but declined to 13,000,000 at the end of January, 1915. Domestic
bills discounted increased from 57,900,000 at the end of July to
80,500,000 at the end of October, but declined to 47,900,000 at the
end of January, 1915. i

DurIEg this early seriod of the war exchange rates on London,
Paris, New York, and Hamburg (until October, 1914), were above
the gold export point as credits in these centers were called home.
Curiously enough, during part of this period, kroner were quoted at
& premium in New York at the same time that dollars were quoted
at & premium in Cog:nhagen. Ordinarily, under such circumstances
as existed in 1914, drastic measures wouK{ have been taken to bring
the exchange down to the gold point by a very high discount rate.
But the circumstances of the war were considered so unusual that
no such action was taken. Instead, the convertibility of the notes of
the national bank was suspended (August 2, 1914) and an embargo
was placed on the exportation of gold (August 6, 1914).

During the first few months of the war the disturbed conditions
brought on s business depression in Denmark. Raw materials could

1 During the same peziod there was a heavy decline in the value of stock-axchange secaritios.
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not be obtained in sufficient amounts, and there was considerable
unemployment. But the depression did not last long. 1In the early
part of 1915 an agreement was reached with the British Government
with regard to the importation into Denmark of raw materials and
their ultimate destination. As the war continued there was a
strong demand for Danish manufactures and agricultural products,
both at home and abroad. Business confidence was high, and so
there was & strong demand for credit. The discount rate of the
national bank remained at 5 per cent from July 10, 1915, to Jauuary
3, 1919, which was inadequate under the circumstances to prevent
inflation, This rate was not a high one in Denmark, since the rate
had not been below 5 per cent since 1911.

Exchange rates on other countries did not long remain above par,
and soon went below par.? Gold began to be imported; but only in
such amounts, of course, as the various governments (except the
United States) saw fit to send. By 1916 gold was being imported
in large amounts. The nationa] bank did not. want to take so much
gold, and so asked to be relieved of the obligation to buy gold at the
old Jegal rate. The bank was relieved of this obligation A%;I'il 17,
1916; and the free coinage of gold at the mint was suspended May 1,
1916. Although the bank was relieved of the obligation of buyin
gold at the legal rate, nevertheless the bank’s gold reserve continue
to increase. . -

The gold reserve grew from 144,000,000 kroner in May, 1916, to
227,000,000 kroner in May, 1920. The purchase of gold was & factor
tending to increase the demand liabilities of the bank, and increased
the reserve basis for the extension of credit by the private banks.
(The reserves of the private banks consist of deposit credits with the
national bank, and of national-bank notes.) e bank might have
diminished its earning asgets in amounts equal to its purchases of gold,
but such a diminution of its earning assets would have been difficult,
and, in fact, did not occur.

The purcilases of gold facilitated inflation, not only because bank
currency was given in return for the gold purchased but also because
an enlargement of the gold reserve appeared to sanction and make
feasible the %urchase of additional earning assets. The business com-
munity had become accustomed to look at the gold reserve ratio as an
important index of the amount of credit that might safely be issued
by the central institution. Since the ratio of the metallic reserve*
to note circulation continued well above the legal limit, going as high
as 68 per cent in 1917, the credit position appeared to be very strong.
Furthermore, the Danish krone was above par in practically all coun-
tries except Norway and Sweden, and there appeared to be little
danger of the bank being faced with the alternative of losing part of
its gold reserve and having to contract credit, or of having the notes
of the bank depreciate in terms of gold.

The demand for foreign credits was very urgent, both at the Danish

rivate banks and at the national bank. However, the supfply of
oreign bills increased as a result of larger exports, so that the foreign

3 Exchange in Hamburg went below par in October, 1014 exchange on Paris, in May, 1915; exchange
on London, in Juns, lﬂlBMchan on New York, ip Nowuiber, 1915,
* The metallic reserve almost entlrely of goid.



1%
- IIVOC
g QZ
*g s & anme]es cmmle =
a3
s nd
Z0
<Z
M Ilaouv mUn.u_ ~Nea L
oo -
S : 3 o | ¢
X honed .va
<.
-~
e o
4 [y g
S < 5
E-R—d— St
..UL gl Y8 L
(%) o .
(& Poae, g
= .
o
4

1
-~
3




CURRENCY AND FINANCIAL CONDITIONS—DENMARK 88

assets of the bank increased during the war. After 1918 these assets
diminish December, 1924, the bank’s foreign balances show
an increase from 25,500,000 to 42,800,000 kroner, as the result of
loan operations in the London and New York markets. During
March of 1925 these balances show an increase from 23,600,000 to
34,900,000 kroner. The amount of the foreign assets of the national
bank, iay years, is shown in the following table: .

Denmark—Foreign assets of the national bank

{Source: Annual reports of the National Bank of Denmark. Millions of kroner}

Balan
’ Salbanks | Other bal
7| Forelgn | Forelen
End of Ji of Narway,| ances . Total
aly Saoaeny| anoad bills | securities
and Ger-
many
oY 19 11 75 81 2.8
1015 48 37.6 L1 9.0 42.9
1018 15,7 59.8 1.0 (3] 74.1
1017 118 418 10.1 8.6 8.7
1918 -1 64.0 10.1 4.0 8.3
1015, 7.8 4.7 7.6 4.3 83.0
192 21.8 36.8 .7 4.1 6.4
bl 3.1 18.7 L8 4.0 57.6
1922 25| 25.9 29 38 35.1
1923 1.8 227 L7 .2 26,2
1 5.8 15.9 .1 .2 2.7
10252 6.3 e .8 .2 2.0
1 Net debits, 1 Mar. 81,

Developments in the condition of the National Bank of Denmark
from 1913 to the present can be seen clearly from the accompanying
chart (No. 19). It will be noticed thet until the latter part of 1920
the circulation moved continually upward. The amount of loans,
discounts, and advances also increased at about the same rate dur-
ing this period. Deposits show an erratic movement, sudden in-
creagses followed by large decreases, although the tendemcy was
upward. The gold holdings of the bank continued to increase until
the first of 1920, reaching at this time about 227,000,000 kroner, es
compared with about seventy-two or seventy-three million prior to
the war. Since the first of 1920 the gold reserve has remained prac-
tically constant, with the exception of a loss of about 20,000,000
kroner in July, 1923, when gold was sent to the United States to
support exchange rates.

sovernment financing contributed to the inflation in Denmark
during and after the wer, since large amounts of government paper
found their way into the bank’s assets and served as security for
deposits and notes in circulation. The Danish treasury keeps an
account at the nationsl bank. This account may have either a
debit or a credit balance. The condition of this account at the en

of July for recent years is shown in the following table: .
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Denmark—Account of the Danish State Treasury with the National Bank of
Denmark 1

{Source: Annual reports of the National Bank of Denmark. Thousands of kroner}

Debit Debit
Credit Credlt
End of Jul balance or End of Jul) balance or

v overdraft | Pelance v ovordraft | balance
101 20, 200 ) 1921 00,661 { . __.......
i o i i%
191 43,628 1924 24,745 g
191 81,985 19254 3,289
1 76, 673

1 This item is shown among the bank’s debits’ and credits.”

? Approximate,
¥ Mar, 31.

The bank rate was raised to 6 per cent on October 7, 1919. This
rate, however, did not seem to check borrowing materially, and thus
did not keep prices from moving upward. The Finanstidende index
number of wﬁoles&le prices for 1919 was 294. 1In 1920 it rose to

CHART 2
DENMABE—WHOLESALE PRICES ON PAPER BASIS AND ON GOLD Basls, MONTHLY, 1920-1925

(F index 33 of month, July, 1912-Juna, 1914w 100; United
States Bureau of Labor Statistics index 404 commodities, monthly average, 1913 =100}

Per cent {For figures see Table 31} Per oent

DENMARK_PAPER PRIGES
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382, reaching a maximum of 403 in November. The bank rate was
raised to 7 per cent April 17, 1920. Even this rate seems to have
been inadequate to stop inflation. So long as prices were nsu.ﬁ ab
8 rapid rate, and profits were high, business men could easily afford
to pay 7 per cent for loans. But as soon as the tide of business
prosperity had turned, and there appeared to _be no longer any
profit from the mere holding of goods—rather indeed a loss— a rate
of Znﬁer cent became & burden. Liquidation was therefore rapid,
It will be noticed in the above chart that loans and discounts and

note circulation declined considerably in 1921. :

The index number of wholesale prices fell from 403 in November,
1920 to 186 in November, 1921, a decliné of 54 per cent. As Den-
mark is so largely dependent upon agriculture, and as the prices of
farm products fell more than the average, it is not surprising that
business confidence in Denmark should have been undermined. -

Average wholesale prices in Denmark remained very steady
throughout 1922. But beginning in 1923 there was a considerable
rise.s This upward tendency has continued to the present time,
although since thedatter part of 1924 more stability has been shown.
The accompanying chart (No. 20) shows the course of prices in Den-
mark from 1920 to the present. -

51142—251—sER 9, VoL m——7



III. FOREIGN TRADE

The foreign trade of Denmark has experienced considerable
expansion since the war. During the war disturbed transportation
and other conditions interfered with the country’s trade, but in
1919 and 1920-imports and exports were both large. A reaction
took place in 1921 but since then the forei tr‘;:ﬁa has shown s
decided improvement, more in fact than in ost any other Euro-
pean country.

The principal exports. of Denmark are food products, butter,
bacon, eggs, and milk. The leading imports are iron and steel
manufactures, and coal. The trade of Denmark, now as before the
war, is largely with Great Britain, Germany, and the United States.
The following tables show the principal articles entering into Den-
mark’s foreign trade and also the percentages of the total trade with
different countries.

Denmark—Imports and exports of principal articles, 1929
[Source: Danmarks Varelndfgrsel Og-Ud/fgrsel}

Autor
Imports:

Iron and steel manufactures.
Coal ...
Wood and fact of

Oleaginous seeds and nuts_ .. - oo

Denmark—Percentages of foreign trade with principal countries
[Bource: League of Nations, foreign trade balances)

1913 | 1920 1922 1913 | 1920 ; W2
IMPORTS

QGreat Britain. . 1.7 274 21 569! 342 %5
B3 164 30. %8| 186 70
12 2.2 M. L1 4.6 1.2
25 20 kS .8 L1 30
83 5.8 [ 47 183 7.3
Lo 23 2 27 [X] &7

Before 1914 Denmark reiularly had an excess of merchandise im-
ports, as can be seen from the accompanying chart (No. 21), showing
trade on the basis of both quantity and value since 1900. This pre-
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OHART 21
D1 I AND oy 1900-1934
L tion; i. e, ox-
1Quantity snd v;m.mdu mm.p;“e.&nnm for domastic elnmmnp special exports, §. e., ex:
[¥or figares see Tabls 35]
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war position of Denmark should be borne in mind when it is noted
that in recent years there has been an ‘“‘unfavorable’’ bslance of
trade, i. e., an excess of imports. Also, Denmark was a debtor to
other countries (in the net) to the extent of about 800,000,000
kroner.** Interest and profits on this money invested in Denmark
had to be remitted abroad. These two important debit items—an
excess of imports and interest due b{ Denmark—were offset largelrv
by the credits on account of foreign freight recei%ts of Danish vessels
and charges for handling goods transshipped in Danish ports.

Other 1tems in the baﬁn.nce of international payments were of less
importance. It does not appear that there were any large net capital
movements in either direction during the years just prior to the war;
although there may have been some seasonal movement. The fol-
lowing table gives the estimated amounts of foreign indebtedness
for certain years. .

2, 1 bal. of indebted I ital )

E
D k—Inter P )

{Source: Danish Statistical Yearbook. Millions of kroner]

Credit items Debit items Balance
End of year Forelgn | Credits Dapish | Floating
securities ‘Total debt Total Debit | Credit
in Danish| to for- | credits held held debits
hauds | eigners . abroad | abroad
1 69 82 21 608 100 ‘708
1 60 @ 120 897 7 267
1 70 o 134 941 70 1,011
1: 60 120 180 858 0 928
t 250 200 450 350 350
100 800 900 500 900 1,700
76 500 575 835 565 1,400
1 85 316 280 M5 538 1,480
1 125 450 575 1,125 675 1,800
1 135 636 k() 1,190 855 2,045

The excess of merchandise imports continued during the war, ex-
cegt for the one year 1914. For the years 1915, 1916, and 1917 the
balance was considerably reduced as compared with 1913. This was
due especially to greater exports. The reduction in debit items on
account of a smaller excess of imports was coupled with an increase in
credit items on account of greater foreign earnings of Danish ship-
pin'lg. Thus the balance of indebtedness declined m these years.

'he gold reserve of the national bank increased from 91,400,000
kroner at the end of 1914 to 194,600,000 at the end of 1918. Since
practically no FOM had been circulating in Denmark, most of this
1ncrease came from abroad. Another factor helping to account for
the reductions in indebtedness was the increase of foreign assets of
Danish banks. The foreign assets of the national b increased
from 27,800,000 at the end of July, 1914, to 78,200,000 at the end of
July, 1918. What data are available show there was a return of
Danish securities on 8 large scale early in the war. This export of
capital in one form or another doubtless continued through 1918.

e great increase in Danish foreign trade in 1919 and 1920 was one
phase of the post-war business boom. It was due partly to the re-

4 The estimsated amount was 877,000,000 kroner, end of 1911, and 748,000,000 kroner, end of 1914.



CURBENCY AND FINANCIAL- CONDITIONS—DENMARK 89

moval -of. trade restrictions. -In -both these -years the values qY
imports, exports, and the excess of imports passed all records. - This
was to a large extent due to the inflation of prices. - This fact is indi~
cated in a general way by figures for quantities-of imports and exports,
wherein everything is reduced to tons. .The reduction in quantities
since the outbr: of the war is shown in Chart 21 above: The
monthly imports and exports of Denmark (values) are-shown in the
accompanying chart (No. 22). : :

CHART 2

D et AND or M 1019-1035

(Valos special imparts, 1. e., imports for domestic consumption; speclal exports, . e., exports of
. domestic merchandise]

[Far ﬂguu;; see Table 36]

Millions of kroner Millions of kroner
I

IMPORTS - | :
. - . .. o

.
3
3

Y,
Vi

St
N hN
2
X

1919 1920 1921 1922 1923 1924 1925

The excess of merchandise imports was large in 1919 and 1920, and
for these years combined amounted to 3,000,000,000 kroner. This
large excess bad to be ;ﬁisd for, of course. The high ocean freight
rates prevailing during this period swelled the item of foreign freight
receipts of Danish shipping and thus helped to_pay for the excess of
imports. In addition, Denmark once more became & borrowing
country. The city of Copenhegen floated a loan of $15,000,000 in
the United States In 1919 and the State floated a loan of $25,000,000
in 1920. There was also liquidation of foreign assets that had been
held by the Danish banks. Between July, 1918, and July, 1921, the
balances ab_rougi of the national bank declined by about 45,000,000
kroner, while its total foreign assets declined by over 20,000,000

ner.

Another item helping to offset the large merchandise imports was

e losses sustained by Danish holders of foreign exchange. No
estimates of the actual amounts can be given, but they were probably
considerable. For during 1919 and 1920 confidence in the exchanges
that later collapsed had not been undermined and large quantities of
foreign bills were bought up at what was thought to be bargain rates.
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The excess of imports since 1920 has not been unusually large. In
fact, after making allowance for the difference in wholesale prices,
the average excess of imports has been even less than before the war.
This shows that the present depreciation of the Danish krone is not
due to the “unfavora%le" balance of trade. Furthermore, the Gov-
ernment and municipalities of Denmark have received loans in the
United States to the amount of $100,000,000 since January, 1921,
and loans in England to the amount of £4,700,000. -

The following table gives an estimate of the items in Denmark’s
balance of international payments for 1922:

D -k—Bal of pay in 1924
[Source: Danish Statistical Department. In millions of kroner)
DEBIT
Excess of merchandise importe._____ . .. 210
Bunker coal purchased abroad, net tourists’ expenditure, ete. 75
Interest and dividends payable to other countries_ . __.____._ 70
Purchase by Denmark of stocks and bonds..______________ 15
Increase of miscellaneous eredits. - ..o oo aeeaaaa 185
Total . ciicaac—eaa- 555

Earnings of merchant marine.
Export of stocks and bonds_ .- ...

Stabilization funds utilized ._________
Profit from ial and i
Increase of miscellaneous debite




_ IV. EXCHANGE RATES AND PURCHASING-POWER PARITIES

The Danish krone, unlike sterling and francs, did not go to any con-
siderable premium in New York at the outbreak of the war or during
1914. e rates continued to sag from month to month, reaching a
low of 25 cents per krone in December, 1914, and a low of 24.13 in
February, 1915. ~ The gold par is 26.80 cents.

In Denmark the exc anlgles followed practically the same course
they did in Sweden. Until the autumn of 1915 the three Scandi-
navian monetary units remained ‘pegged’ together. Sterling,
franes, and dollars rose in Denmark from the outbreak of the war until
the spring of 1915. There was then a general drop; so that by the
end of 1915 sterling and francs were below par and doflars bad reached
par. The extent of this movement is shown by the following figures: --

D h—Percentage rales of exch , Copenhagen on various couniries
[Source: Federal Reserve Bulletin]
Hi

!nly—xgi,- High, | Low,

cember, ( 1915 1018

11014 . '
g B = mal w2l ae
United States : ; g Wil neel  M.i6
. 100,35 | o827 .08

The explanation of this rise of foreign eurrencies in Denmark durin
the early months of the war is not %ﬂicult. During the crisis fol-
lowing the outbreak of the war there was a severe contraction of
credit at the various financial centers. Those centers which were the
largest creditors in the international money market were able in the
short run to bring in their favor the balance of payments with coun-
tries in a technically weaker position. There was not sufficient time
for the countries in the technically weaker positions to influence
exports greatly and so create s greater supply of commercial bills
payable in the stronger markets. ‘London and Paris were in an
exceptionally strong position. Consequently, sterling and francs
were at a nlpremmm n practically all other markets. ew York, by
the liberal use of gold reserves, soon brought sterling down to_ par
again. Thus, dollar exchange soon went to a premium in those
markets where sterling and francs were already at a premium. )

After the war had continued a few months the demand for supplies
by the allied countries soon created & large supply of commercial bills
payable in London and Paris. Although this turn of events perhaps
was foreseen, nevertheless during the early period of the war private
business men were too busy t; to protect their own solvency to
take advantage of a profitablespeculation. While the allied countries
were buying in large amounts in neutral markets, they were restricting
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the export of goods to those markets. The result of this situation was
that francs went below par in Copenhagen after May, 1915, and
sterling after June, 1915. They continued below par for the period
of the war. The following figures show the percentage which sterling
was of par during the war years:

Denmark—Percentage of par of the pound sterling in Copenhagen
[Source: Federal Reserve Bulletin]

July-De-
m%ﬁr. 1915 1918 7 s 919

High. 105,73 | 107.38 .30 95,82 08.35 1
.03 7LM{ 8260

0. 00
Low. 100, 44 3,06 .68

An explanation of the exchange relations between the allied
countries and Denmark, especially between Great Britain and Den-
mark, is necessary to an understanding of the exchange relations
between the United States and Denmark. The allied countries pro-
tected their exchanges in the United States. Before the Umited
States eritered the war they sent gold to New York and obtained
dollar loans through American banking houses. After the United
States entered the war the necessary sugsp;ort was furnished by
United States Treasury advances to the fiscal agent of the allied
governments in New York. Since bills in sterling, francs, etec.,
could be disposed of on more favorable terms in the United States
than elsewhere, such bills tended to come to this market. If the
dollar funds thus obtained by bankers and dealers in Denmark, for
example, could have been taken out in gold, sent to Denmark with-
out interference, and then freely coined at the Danish mint, obviously
no considerable discount on dollar exchange in Denmark could have
arisen. But a good deal of the time these conditions did not exist.
The risk in sendm&gold from the United States to Denmark was very

eat. Besides, there was an embargo on gold exports from the

nited States from September 7, 1917, to June 30, 1919. And
then if the gold had reached Denmark it could not have been coined
after May 1, 1916.

But even thou,%h there were difficulties in the way of the transfer
and coinage of gold, dollar exchange might still have been maintained
close to par in Denmark if it had not been for trade restrictions.
Before the United States entered the war the main hindrance was
the allied restrictions on merchandise imports into Denmark. After
the United States entered the war there was the additional hindrance
of American restrictions on merchandise exports from this country.

The krone reached a high point of 38.75 cents in November, 1917.
It averaged around 31 cents for the first nine months of 1918, and
then fell to about par in November. From that time the rate fell
rapidly, reachinf a low of 14.40 during the exchanﬁe erisis of Feb-
ruary, 1920, and a low of 13.05 during the crisis of November, 1920.
The course of the krone from 1914 to the end of 1924 can be seen
in the accompanying chart (No. 23).



PAR [268




CURRENCY AND FINANCIAL CONDITIONS—DENMARK 93

In the spring of 1919 the allied exchanges were “unpegged.”
American Treasury advances to the allied goverhments practically
stopped. Consequently, the supply of dollar exchange in other
markets was greatly curtailed. us, even if the United States
restrictions on merchandise exports had remained in force the dollar
would have risen as against the Danish krone. The reduction in the
artificial sup;E}y of dollars was coupled with the removal of restric-
tions in the United States upon exports, which led to an increased
demand for dollar exchange generslly to buy the much-desired
American goods at the relatively low prices prevailing in this country.
Index numbers of prices in the United States in 1919 averaged 206,
compared to 294 in Denmark and 235 in Great Britain.

As soon as the trade restrictions were removed, Danish importers
began to take advantage of the lower prices in the United States and
in Great Britain. The balance of imports in 1919 and 1920 amounted
to 3,000,000,000 kroner.

The precipitate drop in Danish exchange in February, 1920, and
%ﬁa.in'in November, 1920, was due largely to exchange crises in the

nited States. Most of the European exchanges participated in
these drops. American merchants and dealers had been holding
large amounts of foreign exchange (mostly sterling) on which they
suddenly tried to realize. The foreign exchange crisis at the end of
1920 was aggravated by the general business crisis in the United
States. Busmess men were tryinito realize on stocks of goods and
securities as well as on foreign exchange.

The fundamental reason for the depreciation of the krone has been
the reduced purchasing power of the krone in Denmark; that is, &
rige in prices relatively greater than in the United States. A nu-
merical expression of this relatively greater inflation of prices in Den-
mark than in the United States is found in purchasing-power parities.
Purchasing-power parities are parities, as the name jmplies, on the
basis of the purchasing power of the currency unite.in the countries
in question.” Purchasing power parities computed on’ the basis of
index numbers of prices in the United States and in. Denmark are
shown in the accompanyil:ﬁ chart (No. 24). It will be nbticed that
exchange rates since the fall of 1921 haye exhibited greater deprecia-
tion than warranted bg the purchasing power of the krone in com-
perison to that of the dollar.” The two curves in general move more
or less together.. : .

In the early part of 1921 the krone made a rapid recovery, but did
not hold the gain. However, beginning in July, 1921, there was a
steady improvement that lasted for a year. {‘he principal factor
m for the recovery was the fall of prices in Denmark. Imports
were thus discouraged relatively to exports. The balance of imports
for 1921 and 1922 combined was 418,000,000 kroner, as against
3,006,000,000 kroner for 1919 and 1920 combined. Although prices
in the United States were falling rapidly in 1921, they were fallin
still more rapidly in Denmark. Prices continued steady in Denmar!
after they began to rise in the United States in 1922. This relativel

ater increase in the value of the krone than in that of the dollar is
shown in the purchasing-power perities. For example, the purchas-
ing-power ufmty rose from 12.82 cents in December, 1920, to 24.63
cents in July, 1922,

5114225t —ges 9, voL 1——8
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CHART 24

DENMARK—PURCHAGING Power Panimizs AND EXCHANGE RATES, 1920-1925

Based on Finanstidende index numbers for Denmark, 33 commodities, nning of month, July, 1912-,
June, 1814=100; and on Federal Reserve Board index numbers for the United States, 104 commodities
monthly average, 1913==100] [P Tabl 23]
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The Danish krone also received support from loans floated abroad
especially in 1922, The following list of State and local government
flotations is significant in this connection:

Denmark—Borrowings abroad, 1 920-1925

Borrower .- ¢ - Year Amount Rate
mﬁhm of Denmark. 1920 | $25,000,000 8
Dan] w21 $15, 000, 000 8
Kingdom of Denmark. 1921 $30, 000, 000 8
City of Ci 1922 $15, 000, 000 534
Kingdom of Denmark. __.___. 1922 | $30,000,000 L]
assaciated litfes. .. - 1922 | £2 000,000 5
National baok and 1 1922 | $10, 000,000 3
Do . 1923 £2, 700, 000
Do. 2. 1924 $5, 000, 000
Do. 1925 $40, 000, N0
Do w25 £8, 000, 000
and exchange

3 The credits negotiated by the national bank and syndicate were for purposes of currency
stabilization.

The krone reached a ln.ill\l point (since 1919) of 22.18 cents in
June, 1922. It declined almost continuously after that until the
spring of 1924. The principal cause of this depreciation was a rise
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of prices in Denmark. In May, 1923, the bank rate was raised from
5 to 6 per cent. This served to check the rise in prices for a time.
In July, 1923, the bank sent, a shipment of gold to the United States
in an effort to support the krone. Imports of Danish ﬂld to the
United States amounted to $3,600,000 for that month. Septem-
ber, 1923, the bank §ave some further support to exchange by sell-
ing some of its own foreign holdings.

n the autumn of 1923 the Government sgreed to a proposal to
establish (December 15, 1923) an exchange equalization fund. The
fund was to consist of foreign credits against which the committee of
control was to sell drafts in times of emergency. The credits were
to be supplied to the market only in times of exceptionally ln%h
foreign exchange rates. It was expected that the fund would be
gradually increased again as foreign currencies became cheaper.
A credit of $10,000,000 was obtained from the National City Bank
of New York and a credit of £2,700,000 from a syndicate of London
bankers! In Denmark participation in the exchange equalization
fund was as follows: The Government, 40 per cent; the National
Bank of Denmark, 40 per cent; and four important Danish private
banks, 20 per cent.

Immediately after the announcement (in November, 1923) that an
agreement had been reached regarding the fund the krome rose in
value. From a low of 16.64 cents around the middle of November,
the rate went to 18 cents in December. The national bank took
advantage of this improvement to increase its own exchange holdings.
Had it not done so the krone would doubtless have gone even higher.
In January, 1924, there was a panicky demand for foreign exchange
and the krone declined rapidly. A large part of this demand repre-
sented a real flight of capital.

The krone reached a low point of 15.30 cents in March, 1924, from
a high of 17.58 in January, a decline of 13 per cent. The wholesale
price index number rose from 210 at the beginning of January to 227
at the beginning of March. The committee controlling the exchange
equalization fund tried at first to stop this downward movement of
the krone by large offers of foreign exchange. The committee used
up about half of its foreign credits in this way. It then relinquished
its efforts and allowed the krone to find its own level in the market.

The national bank raised its rate to 7 per cent in January, 1924.
The bank issued a cricular in March in which it announced a policy of
credit restriction. It urged the private banks, however, not to re-
strict credit to commerce and industry more than was necessary.

In March, 1924, the Valuta Ceniral was established (effective
March 31) with power to regulate foreign-exchange transactions. All
exchange holdings worth more than 5,000 kroner must be registered.
Foreign exchange can be requisitioned by the Valuta Central
unless the holder of the bill is able to show that the bill is needed to
pay for imports within three months. The Valuta Ceniral may also
issue regulations designed to prevent the acquisition of foreign credit
balances by roundabout methods; e. g., allowing someone abroad to
draw on a bank account in Denmark. A proposal to allow the
Valuta Central to control imports of merchandise was disapproved.

lanlmnry.lmthnmpummwmw.ﬂn.mmﬁmM
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The Government in January, 1925, fixed rates for stabilization, rates
which provide for a gradual raising of the value of the krone over a
genod of about two years. In order to maintain these rates the
ank has at its disposal the $40,000,000 revolving credit arranged in

New Yorkin January, 1925.> -The stabilization rates are as follows:

17.42 cents per krone to July, 1925.

17.86 cents per krone to January, 1926.

18.30 cents per krone to July, 1926.

18.80 cents per krone to January, 1927. .

During recent months there has been quite & notable rise in the
New York quotations of the Danish krone, from an average of 17.55
cents for November, 1924, to over 18 cents for March, 1925, By the
end of June, 1925, the rates were close to 20 cents. Thus the pre-
via.iling rates have been above those provided for in the stabilization
plan.

1To be utilized in consultation with the Miniater of Finance.



V. STABILIZATION

It should be said at the outset that the main problem in stabilizing
the Danish krone is not how to balance the budget, although this is
important. Treasury financing, of course, has its difficulties; but
Government borrowing is not leading to much inflation of currency
or credit. The deficits in the budget are met to a large extent out of
funds coming from investment sources, and not out of bank credit or
issues of £aper money. The deficits, bowever, are la.lEe and must be
reduced if sound conditions are to prevail. . For the five fiscal years
1919-1923 (end of March) ordinary receipts averaged only about 78
per cent of ordinary expenditures. )

The following figures show the receipts and expenditures of Den-
mark since 1911, and also the total Government debt. . It will be
noticed that the finances of Denmark are not in & very bad condition
compared to those of some of the other European countries. The
credip of Denmark in the United States is good, as indicated by the
f%ct t the 6 per cent bonds of 1942 are selling in New York at
about 101. .

k—Receipts and ezpenditures, 1911-1983
{Sourca: Statistisk Aarbog, Kobenhavn. - 000 omitted]
Recelpts ﬁxpendimm )
|
Current copi Detat !
revenus 8]
Year ending Mar. | (nclud- | gpita Current {expendi|, - [ {0E06¥ [Vgrom | Amar-
s 1Bg SUr | recipts | Total |$Poudly fare ) Tolal 'amorti. | (2O 'iof debt
om (tess | recelpts cluding | amorti- are zstion of '
loans) E . 1)
public interest)| zation
en'ar; .debt)
i 52,08 | 1 108,785 | 24,008 | 188,748 | ¥4, das- 1,748
1 60,833 | 171,035 | 107,808 | 65,230 | 173,008 | : y,008 {22217 1,725
1 0,479 | 120,855 | 106,332 | 81,025 | 188257 | es, 602 | 70,8617 1,676
I 1,292 | 125,207 | 115,404 | 10455 | 131,850 | 13408 Ze1z| L
i 12345 | 134,127 | 166130 | 13,305 | 180,625 | - asacs.| 22548 | 3063
1 1,760 | 143,045 | 185,247 | 27,330 | 212588 | eg oa8'| 80,686 | 4,600
1 162868 | 305, 17 | 250, 42,417 | 293,116 |1102,057 | 88,624 | 4,369
1 4,401 | 3,00 | 368 583 | 58,085 | 426,607 | 46,727 | 0,400 | . 4,37
1 4,360 | 466,678 | 615,762 | 36,820 | 652 672 | 185,994 | 175,050 |~ 4,268
12067 | 605, 901 | 532558 | 65,847 | £98,406 | 17,550 | 146,000 | 4,181
5, 680 | 504, 235 | 655, 166 | 201, 051 | 756,207 | 251,072 | 140,908 | 4,108
7,048 | 446,345 | 400,352 | 131,205 | 630,687 | 184,342 | 181,860 | 41
K 3,154 | 460,070 | 423,503 | 6,036 | 519,430 ,360 | 6, 16,18
1 Surplus. ’ o :
Denmark—~—National debt, 19101923
[Bource: Statistisk Aarbog. In thousands of kroner]’
Total Total
March3i— | Internal | External| 450 Morch 31— | Internal PExternal | 4 e
debt | debti | indebe debt | gebt1 | indebt-
0. 81,807 | 210,867 | 301,754 305,776 |- 263,310 { 680,085
L 8Leed | 254,167 | 335 800 843,007 | 260,331 | 63,358
1 81,511 | 270,467 851,978 523, W4 | 257,333 50
1 ) 73, 356, 630 671,910 | 254,344 | 920360
1 88307 | zr2,482 | 380,870 60,886 | 404,772 | 1,074, 858
L 123,000 | 00578 | s0ze36 | 3 667,865 | 534, 663 a1
1 104,667 | 266,208 | 460,066 | 1 669,888 | 531,882 | 1,201,870

1 The foreign debt has been converted into kroner at par with the following exceptions: $25, 000 loan of
19208 16.60 centa Der Kruno; $30,000,000 loan of 031 8 23,58 conts per krons. g 9'7 :
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The main problems to be faced by Denmark with reference to cur-
rency reform-are: (1) What price level should be maintained, i.e.,
what value should be given the krone, and (2) how can stabilization
be accomplished and external depreciation of the krone brought on by
panicky demands for foreign exc}l)mnge be avoided ?

The krone at the present time has a value, according to current
exchange rates, of onr about 18 cents, as compared with 26.80 cents
before the war, which is the gold par. The question thus arises
whether Denmark should stabilize at approximately the present
value or endeavor to return ultimately to the pre-war level. Return-
ing to the pre-war level would, of course, mean & fall in prices, and any
change in the general scale of prices is disturbing to the industry of a
country. Fa prices are almost always accompanied by depres-
sion and unemployment. A change in the value of thé unit also
results in an injustice to borrowers or lenders. Inasmuch as business
in Denmark has become adjusted to the present krone, it would seem
Freferable to stabilize the currency at approximately the present

evel of prices.

Stabihzation of the currency below its gold parity is sometimes
regarded as partial repudiation of the Government’s debts contracted
be%ore the depreciation began, or had gone so far. This same scaling
down also adp lies to private debts. owever, at the present time the
bulk of indebtedness outstanding, private and governmental, was
contracted at a time when the krone was depreciated in value, so that
if debtors were made to pay back gold kroner greater injustice would
be done than if stabilization at the present level were accomplished.
It would be possible for the law providing for stabilization to arrange
that obligations be repaid accor: to a fixed scale determined on the
basis of the value of the krone at different dates. Thus a debt con-
tracted in 1920, when the krone averaged about 15 cents, would be
repaid on a different basis than one contracted in 1922 when the krone
averaged over 20 cents, according to the exchange rates. In deter-

* mining such a scale index numbers of internal prices should also be
taken into consideration. Although devaluation of the krone has its
difficulties, when the depreciation is so great as it is in Denmark re-
storing the krone to its former par offers many serious disadvantages
and but few advantages.

The problem of how to maintain stable exchange rates has to do
largely with the maintenance of a stable price level internally. On
the other hand even though internal prices are stable, a sudgen de-
mand for foreign exchange might lead to depreciation. The external
value of the currency may depreciaste not because internal prices
are rising but because of heag gurclm.ses of foreign exchange to get
capital out of the countlz. nder such circumstances the best way
to meet the situation is by liberal use of the central bank’s reserve.
The central bank at the same time would have to take measures
designed to restore exchange rates; that is, the bank should endeavor
to keep the mgrket rate of discount high. This tends to attract
capital to the country and at the same tima by contracting credit
tends to increase the purchasing power of the currency unit.  While
the bank should not hesitate to draw heavily 4 its exchange reserves
in the face of nsmg exchange rates, it should at the same time take
p‘:;leczgt,i’ons to deflate prices if the krone appeared to be “‘over-
valued.
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Internal prices in Denmark have now become relatively stable, so
that there seems to be little danger of much depreciation of e;chan%e
rates resulting from internal depreciation. In addition to its gold
reserve the National Bank of Denmark has a credit with the National
City Bank of New York and also a credit in London. With these
resources the national bank is in a position to control exchange rates
within substantial limits, provided there is no inflation or other
fundamental disturbance. Once the currency is stabilized and the
market is assured that the bank will unreservedly maintain the
stabilized rate, much of the work of equalizing the demand for and
the supply of bills will be done by private dealers. They will buy
when the dollar rate goes much lower than the stabilized rate and
sell when it goes much higher. ’

The National Bank of Denmark at the present time has.a gold
reserve of about $56,000,000 (210,000,000 kroner), compared to about
$20,000,000 at the end of 1913. This eonstitutes a reserve of about
45 per cent of the note circulation of about 460,000,000 kroner.
The bank also has balances abroad to the extent of about 34,000,000
kroner. Denmark is thus not in a weak position ag regards gold
reserves. If the country should adopt a new gold unit close in value to
the current valie of the krone, 2s indicated by exchange rates and
purchasing power parities, little difficulty would be experienced in *
maintaining the gold standard on the basis of the new unit. The
stabilization law of January, 1925, provides that the bank be relieved
of its obligation to redeem 1ts notes in specie until December 31, 1926.

An attempt by the Government to control exchange rates through
restrictions on the purchase and sale of foreign bills may make stabili-
zation more difficult. If trading is allowed to be absolutely free,
there are automatic remedies which tend to restore the rates. If
external depreciation is due to & rise in prices internally, or some
other fundamental reason, the condition should be remedied at its
source as outlined above, rather than by restrictions on exchange
dealings. Experience has shown that an arbitrary limitation on °
purchases is ineffective, and at the same time interferes with trade.

Once the krone has been stabilized and has a definitely established
value with reference to the dollar, the return to the full gold standard
is largely a matter of detail. If the national bank should fear an
excessive drain of gold the bank could redeen for & time only in gold
bars of large denominations. People in Denmark have become accus-
tomed to paper money and do not regard it with the same suspicion
as in some of the other countries, so that the bank could discourage
the actual circulation of gold, and cause the bulk of the circulatin,
medium to consist largely of paper money. To do this the b
would have to adopt & bold policy with reference to redemption so
that there would be no question as to the value of the currency or of
another suspension of specie payments.

The gold value of the total circulation of Denmark is shown in the
mcom%a.nyi chart (No. 25). Figures for the gold value are com-
puted by multiplying the total amount of circulation outstanding by
the value of the unit. 'The chart shows two curves, one on the basis
of the value of the krone, as indicated by exchange rates, and the
other on the basis of the value of the krone as indicated by purchasin
power parities. The value of the total circulation fluctuated errati-
cally during and after the war as the amounts of circulation out-
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standing changed and as the value of the krone also fluctuated.
During 1924, however, while the fluctuations continued, there was
no net movement either up or down of any extent.

The countries with which Denmark has the most important trade
relations either are now on the gold standard or soon will be. It
therefore is of importance that exchange rates with such countries
be stable. Otherwise the prices of import and export commodities
will continue to fluctuate with exchange rates. Also the forei
trade transactions themselves are r:::sered more hazardous by
fluctuating rates.



HUNGARY*
I. CURRENCY PRIOR TO 19182

On the break-up of the Austro-Hungarian monarchy at the end of
October, 1918, ary became an independent State. Hungary
had been united ;l?ﬁ Austria since about 400 years ago when Hun-
gary, Austria, and Bohemia formed s single State under a common
soverei Hungary was distinct from Austria in many ways, and
retained in large measure ber independent existence, although much
of this was only nominal. The two countries had common depart-
ments of foreign affairs and of war. They had a common customs
frontier, and various other things in common.

Matters pertaining to currency and banking, however, were not
common, altho:flh in actual practice the two countries by agreement
had adopted similar systems. In this way the old Austrian National
Bank, founded in 1816, was made the Austro-Hungarian Bank in
1878. At intervals of every 10 years the bank received from the
Parliaments of both States the rig%lt. of issuing notes. -

Hungary was practically upon the gold standard prior to the war,
in accordance with the law of 1892, adopted by both countries.
Prior to 1892 Austria-Hungary had three different currency units,
the silver florin, the gold fiorin, and the paper florin. The silver
florin was based upon the law of 1857 which attempted to end the
period of inconvertible paper money.* War with Italy interfered
and in April, 1859, the gn.nk was again relieved of its obligation of
redeeming its notes in coin. As a result of the large issues of paper
money, the silver coins were at a premium in terms of paper until
the “fmce of silver declined, beFinmng in the early seventies. As a
result of the decline in the gold value of silver the free coinage of
silver was suspended in 1879. :

A gold coin, the Napoleon d’or, was introduced in 1868 and was
of the same weight and fineness as the 20-franc gﬂd piece of the
Latin Monetary Union, worth about $3.858 in erican Imoney.
'The Napoleon was to be the equivalent of 8 silver. florins. When
the price of silver fell, however, this was not the case. The gold
florin was worth & little over 48’ cents (one-eighth of $3.858), while
the silver florin, as the price of silver continued to fall, became
ult.imatelg worth only about 40 cents. The silver florin in this way
came to be on a par with the depreciated paper florin.

The unsatisfactory currency situation wes remedied by the gold
standard law of August, 1892, which established the gold krome,
containing 0.33875 gram of gold 0,900 fine. The krone was thus
the equivalent of about 20.26 cents in American money. The krone
was divided into 100 hellers. The silver coins were the 1, 2, and

1 This section was prepared by John Parke Young. - .

3 Ben also Sec. | of Austrla aud of Czachoslovakia in regard tothe Austro-Hungarian eystem of currency,

M Th’o:“ﬁ-é: mrdm to the law of 1857 was the forin. Forty-five florins were to be minted out of 507
granu ar, .

103
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5 krone pieces, which were legal tender only in limited amounts.
Gold was unlimited legal tender and there was free coinage of gold.t

On account of the large amounts of silver and paper currenc;l' in
circulation the transition to the gold standard did not take place
until January, 1900. The silver and the paper florin were made
the equivalent of two gold crowns, or about 40.52 cents. However,
none of the silver or paper currency of Austria was ever made legally
redeemable in gold.

In addition to the metsllic money, notes of the Austro-Hungarian
Bank circulated widely before the war, the smallest denomination
being the 10-krone note. The Austro-Hungarian Bank was reor-
ganized in 1878 from the former Austrian National Bank, founded
m 1816. The bank enjoyed a monopoly of note issue, and its notes
were le%;.l tender except for payments which specially stipulated
coin. e bank was required to hold a metallic reserve against its
notes outstanding to the extent of 40 per cent in gold or silver.
Foreign exchange holdings payable in gold could be counted as
metal up to the limit of 60,000,000 crowns, as arranged by the law
of 1911. Additional circulation was allowed, but above a certain
minimum bore a tax of 5 per cent. Notes not covered by gold or
foreign bills were to be covered by domestic bills, securities, and
certain other types of assets.

In the administration of the bank, the Governments of both
Austria and Hungary were represented. After the payment of a
dividend of 7 per cent to the sgmreholders three-fourths of the net
profits were turned over to the State. The capital of the bank
amounted to 210,000,000 crowns in 1914.

The notes of the bank were never redeemable in gold, although
the bank in practice maintained them at & parity with gold. e
matter came up for discussion when the charter was renewed in 1911,
and it was arranged that the bank should propose to the two Gov-
ernments redemption in specie whenever the bank thought the time
proper. In the meantime, the bank was to use its efforts to main-
tain stable exchange rates with reference to gold. When the first
Balkan war broke out in 1912, hoarding of goﬁi took place, and the

old was replaced by silver. During that war the notes of the
ank were at a slight discount in terms of both gold and silver.

In addition to the Austro-Hungarian Bank, Hungary, in 1913, had
6,062 credit institutions. Of these 2,035 were banks and 4,023 were,
so-called credit cooperative societies, with a membership of 1,312,000.
The aggregate capital of all these institutions amounted to 2,568,-
400,000 crowns. Hungary also had a postal savings system. The
Postal Savings Bank dated from 1885 and in 1913 had 4,695 offices.

When the war broke out in 1914 restrictions on note issues of the
Austro-Hungarian Bank were relaxed. The bank then proceeded to
issue large quantities of paper money, the notes being issued in small
denominaiions. The Government turned to the b for funds, and
as iovernmenl: borrowing increased, inflation of currency and credit
took place. In July, 1914, the note circulation of the bank amounted

¢ In addition to these silver and gold eoins, there might be coined for individual sccount gold ducats
and silver thalers of the Maria Theresa type of 1780. Thm,lwwsvu.mlartndepm?msmdyn
Dot legal tander, The gold ducst contained 3.4900 grams of 0.968/ ine, which gave it s One weight
a little greater than that of the 10-krone gold piece. The Maria Theresa thaler contained 38.0608

of silver 0.833)4 fipe, which was somewhat more thaa the silver in the 5-krone silver plece, which con-
tained M grams 0.900 Aine.
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to a little over 2,000,000,000 kronen. By the first of 1919 the circu-
lation had increased to over 35,000,000,000 kronen.

The gold and silver reserves of the Austre-Hungarian Bank became
ﬁ'eaﬂy depleted during the war, and at the time of the armistice, in

ovember, 1918, were about one-fifth of what they had been in 1914.
In the middle of 1914 the metallic reserves smounted to-about
1,500,000,000 kronen; of which about 1,238,000,000 kronen was gold.
At the time of the armistice in 1918 the reserves amounted to on!
about 342,000,000 kronen, of which -about 286,000,600 'was gold.
Part of the gold had been sent to Germany and was in the vaults of
the Reichsbank. Part also had been sent-to other countries in pay-
ments for goods imported into Austris-Hungary. R



IT. CORRENCY MEASURES FOLLOWING SEPARATION

After the break-up of the Austro-Hungarian monarchy at the end
of October, 1918, lpo itical conditions ulxuﬁung were disturbed. A
revolution took place, King Charles abdicating November 13, and on
November 16 a republic was declared. Count Michael Karolyi was
proclaimed provisional president. The Kmlgi government bad
only a short and disturbed existence. In March, 1919, it was over-
thrown and a Bolshevist government set up under Bela Kun. i
the period of Bolshevist rule and reign of terror affairs in Hungary
were greatly disorganized, financially as well as politically and in
other ways. The Bolshevist government lasted only about four
months, and Bela Kun was ﬁnaﬁy overthrown by & Rumanian army,
which occupied Hungary. The Rumanisn army withdrew after a
few weeks and a National Government was reestablished in August,
1918, under Admiral Horthy, who became regent. In March, 1920,
thehGovemment, of Hungary formally declared the country a mon-
archy.

The international status of Hungary was arranged in the peace
treaties of St. Germain and Trianon. The territory of the country
was greatly reduced by these treaties. Other succession States had
occupied territory belonging to the former Hungary, and according
to the rearranged borders the territory of Hungary was reduced to
alll)out 36,000 square miles from about 125,000 square miles before
the war. )

Various changes in government in Hungary during the first few
years following the war, and the attempts of the late King and Em-
peror Charles to regain the throne in 1921, did not conduce to the
establishment of healthy financial conditions. The currency was de-

reciating rapidly in q of increasing issues of paper money.
e country's credit was weak; revenues were disorganized and were
reduced in purchasing power by the depreciation of the currency; at

the same time expenditures were large.

When the Bolshevists were in power in Hungary the plates for
print.i.n.gHsmall denominations (1 and 2 crowns) of banks notes of the
Austro-Hungarian Bank were in Budapest, the capital. The Bolshe-
vist government used these plates to print paper money which was put
into circulation, money which later came to be ed counterfeit
money, but which was nevertheless honored by the subsequent gov-
ernment. The Bolshevist government also printed ite own money in
the larger denominations. These larger notes of the Bolshevist
government were known as “white notes,”” since they were printed
on white paper because the government insufficient material to
print the customary kind of notes. The white notes were
with suspicion by the public, which preferred the blue ones with the
stamp of the Austro-Hungarian Bank. These white notes were later
redeemed by the Government at only 25 per cent of their face value.
The 1 and 2 crown bank notes of the Bolshevists, however, were re-
deemed in full partly because it was impossible to distinguish them.

After Hungary separated from the Xustro-Hungarim Monarchy
in 1918, the Austro-Hungarian Bank continued to operate and to
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issue notes which were current in Hungary. The treaty of St. Germain
signed September, 1919, provided that each of the States which had
been formerI1¥ a part of Xustri&-Hungs.ry should stamp- the notes of
the Austro- arian Bank with the stamp of its own Government.
This was done first by Czechoslovakia in March, 1919, prior to the
treaty and later by the other succession States. The treaty also
provided that the respective Governments should within one year
replace the stamped notes by new national currency.

e stamping of the Austro-Hull\lfs.ria.n notes was undertaken by
Hungary acc;lgingsto a decree of March, 1920. Inasmuch as Hun-
%ary was the last State to stamp these notes, those which had not

een presented for stamping in other States were brought into Hun-
sury. The small denominations of notes were not stamped promptly,

ue to their large number and the labor involved in stamping such
large quantities of notes. This omission resulted in a certain amount
of confusion, since in Vienna the krone was more depreciated in terms
of dollars than in Budapest. Consequently, the small notes were
brougznt from Vienna to Budapest and used to purchase dollars there
which were then taken back to Vienna and sold for a larger amount
of kronen. The process could thus be repeated indefinitely.

The Austro-Hungarian Bank, according to the treaties of St. Ger-
main and Trianon, was to pass into liquidation, and its assets were
to be divided among the succession States. The gold reserve of the
bank was its chief liquid asset. On January 1, 1920, the bank was
divided into two sections, an Austrian section and a Hungarian
section. In August, 1920, liquidators Wwere apsointed as provided
in the treaties, and the bank has now passe: compietely out of
existence. )

A national system of currency was introduced into Hungary by
the law of May 4, 1921. This law provided, among other things, for
the withdraw. of the paper currency then in circlsation, which was
chiefly that of the Austro-Hungerien Bank, and the substitution of
national currency. It also provided for the establishment of a State
note institute, which was to be under the control of the Minister of
Finance. This institute was to be & more or less temporary organiza~
tion to take over the affairs of the Hungarian section of the Austro-
Hungarian Bank and to perform the function of a central bank of
issue. The note institute was authorized to issue notes in exchange
for the stamped notes of the Austro-Hungsrian Bank, the postal sav-
ings notes, and also to issue various other amounts of notes, includ-

those lssued in connection with ordinary commercial operations.

he note institute began operations the first of August, 1921, and
began li)rompt.ly to issue its own notes in exchange for the stamped
notes of the Austro-Hungarian Bank, as well as for the small amount
of other notes in circulation, the postal savings notes, and the so-
called counterfeit notes issued by the Bolshevists.

Notes of the Austro-Hungarian Bank which had been stamped
with the Hungarian insignia amounted to 20,689,412,775 crowns, of
which 15,827,190,632 crowns were later exchanged for State notes.
The remainder were retired. State notes were also issued in exchange
or 793,400,000 crowns in notes with the Yugoslav stamp, notes
whi h had been circulating in territory regained from Yugoslavie,
and n exchange for 87,300,000 crowns of counterfeit or forged notes
of 1 snd 2 crown denominations issued during the Bolshevist régime.
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These notes were recognized at their face value, although the ‘‘white ,

notes” of the Bolshevists—those issued in larger denominations—

were redeemed at only 25 per cent of their value.* These and other
CHART 3
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notes presented for exchange brought the total amount of State
notes issued to retire other circulation up to the figure of 18,396,-
000,000 crowns.

¢ The amount of white notes issued has been estinated at 3,500,000,000 kronen. Leagne of Nations;
Biemorandam of L 1924,
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According to the law of May, 1921, the maximum amount of notes
which might be issued by the note institute was limited. It was
intended to make the institute independent of the Government’s
finances, and the law prohibited the granting of credits to th State.
Thes> ambitions, however, were realized only for a short time, and in
October, 1921, advances in the form of notes were made to the State
against treasury bills, in order to cover the budgetary deficits. In-
flation, which had been checked for a short time, thus began again
and led to the progressive depreciation of the crown.

- The State note institute gad no. capital, and its assets. behind
the notes were largely claims against the Austro-Hungarian Bank as
a result especially of the notes of that bank taken over, and also
Hungarian treasury bills against which notes had been issued. The
noteinstitute had only meagermetallic reserves, and its chief function
came to be that of supplying funds to the Government in the form of
notes. L

As the advances to the State continued to. increase from the end
of 1921 to the middle of 1924 the note circulation elso increased
rapidly. The accompanying chart- (No. 26) shows how these two’
items increased together. depreciation -took place, borrowing
on the part of speculators became profitable, inasmuch as the money
borrowed could be repaid later in J)epmeiated money:. 'This led to &
large demand for credit, and it will be noticed from the chart. how
current accounts and deposits also increased during these years of
deprecistion. : . - : P

o State note institute was organized as a tempomr{) institution
and was to pass out of existence later when. a central bank of the
custo! type could be established. Such a bank, the National
Bank of Hungary, was organized in June, 1924, and, taok ower the.
affairs of the State note institute at. that time. : This new. bank is.
discussed below in Section V. : ‘ : ;



III. FOREIGN TRADE

No accurate statistics for Hungarian trade, as distinct from that of
Austria, are available for the pre-war period, inasmuch as the two
countries of the dual monarchy had a common customs frontier.
Furthermore, Hungary lost a large amount of territory in the rear-
rangement of borders according to the treaties following the war, the
present Hungary comprising only 28 per cent of pre-war Hungary,
and only 36 per cent of the pre-war population.

Hungary is tially an agricultural country, and produces each
year, in addition to her own food supply, large quantities of agri-
cultural products for export purposes. T{e principal crops exported
are wheat, maize, rye, barley, and oats. Sugar beets are also grown
in considerable quantities, and refined sugar is exported. Other
important exports are live animals and food products, such as meat,
wines, eggs, and poultry.

Hungary has been endeavoring to develop some industries within
the country, especially the textile industry, since large amounts
of textiles are imported and Hungary feels it would be a good thing to
be less dependent upon foreign textiles. The raw cotton imported
into Hungary practically comes from the United States. An
industry of considerable importance to Hungary is that of milling,
and a large part of the wheat and barley grown is exported in the
form of flour. Budapest is one of the leading flour milling cities of
Europe. Hungary also manufaetures a certain amount of iron and
steel products and also leather products, especially shoes. The
greater part of the coal used in Hungary is mined within the country,
aithough importations of coal are of considerable amount. In addi-
tion to cotton and woolen textiles, and coal, Hungary imports a large
amount of lumber. The following table shows the principal articles
imported and exported by Hungary. .
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Hungary—Imports and exports of merchandise, by principal dities, 1980-19%3

P

[Source: Magyar Btatisstikal Szemle. Quantity in metric quintals; valus in thousands of crowns]
-

1920 : w21 1023 1038
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Hungary’s foreign trade is predominantly with Austria, largely
as a result of the former close relations between these two countries.
In 1924 about 23 per cent of the imports into Hungary came from
Ausiria _and about 37 per cent of the exports went to Austria.
Czechoslovakia ranks second as a destination of Hungarian exports,
and as a source of imports into Hungary in 1924 ranked first, being
ahead of Austria. The trade with éermany and with Rumania is
also large. Exports to the United States are not very large from
the standpoint of value, although imports from the United States
are of considerable importance. The following table shows the
trade of Hungary with the principal countries:

Hungary—Imports and exports of ;n:rcﬁa;sdiu, by principal countries, 1923
" and 19%. .

[Source: Statisstikal Havi Kzlemények]

1923 19
IMPORTS Gold kronen | Gold kronen
C; 101,588,000 | 176,805,000
Austria 109,223,000 | 162, 79, 000
60,460,000 | 88,071,000
43,375,000 | 55,024,000
Poland. 27,182,000 | 28, 856,000
taly 12,816,000 | 29,474,000
i a0 | 2asmo0
United States 15,924,000 | 17,735,000
Great Britain 6,501,000 | 15,306,000
France 3,244,000 { 11,333,000
8, 128, 000 8,019,000
All other 13,065,000 | 44,356,000
Total 422,985,000 | 702, 505, 000

EXPORTS

Austria 147,500,000 [ 200,610,000
139,240,000 | 138, 334, 000
20,838,000 | 45,424,000
taly. 27,739,000 | 34,770,000
23,618,000 | 23, 485,000
29,442,000 | 30,322,000
Poland. 5, 796, 000 14, 861, 000
18,538,000 | * 11,617,000
Great Britain 8,511,000 9,431,000
t 999,000 2,672,000
United States 2,083,000 3,034,000
France. 1,841,000 2, 180, 000
All other 11, 524, 000 38,070, 000
Total 328,088,000 | 573, 010, 000

Hungary has an excess of merchandise imports almost regularly.
Only four months in the last few years hagg shown an excess of
exports, and none of these amounts were large. The excess of
imports for 1924 amounted to about 126,000,000 gold kronen (about
$25,000,000). Before the war Hungary had an excess of merchandise
imports -sstimated at about 176,000,000 kronen (about $35,000,000).
This “unfavorable” balance represented to a large extent the flow
of foreign capital into Hungary. One of the chief credit items in the

resent balance of trade of Hungary—an item which helps to account
or the excess of merchandise imports—is the money remitted to
Hungary by Hungarians in foreign countries. This amount has been
estimated for 1922 at about 19,000,000 gold kronen. Inasmuch
a3 Hungary has large interest payments to make abroad, the excess
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of merchandise imports must ultimately be reduced,.or various eredit
items increased. %hatever adjustment is necessary in this direction
will take A)lace sutomatically, and no artificial measures, of course,
are needed. ’ ) ‘

The accompanying chart (No. 27) shows the !mﬁ;)m and exports
of Hungary annually during the last five years. examining this
chart, it should be remembered that the figures used have been con-
verted from paper kronen into gold kronen according to. current
exchange rates, which have fluctuated rapidly. Monthly figures
may be found in the statistical tables below, but ‘these have not

CHART %7
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been charted on account of the large extent to which they reflect
erratic exchange fluctuations, since they have been converted into

Ild kronen on the basis of current exchange rates. In the annual

es the abnormalities in current exchange rates tend more to
offset each other.

Various restrictions upon the importation of articles into Hungary
have existed, and still exist to a certain extent. Restrictions were
placed especially upon the importation of luxuries, notably textile
products. Such articles could not be imported except under license
which was granted only for limited quantities. Restrictions upon
exporta were largely abolished in the spring of 1924. The restric-
tions had to do especially with the exportation of food products.
The trade between the succession States, which formerly was prac-
tically all within one country, was greatly interferred with by tariffs
and other restrictive measures which the States began to adopt after
they became independent. These measures are being abolished in
large measure so that the economic system of this part of Europe is
being able to function more as it used to. ;



IV. EXCHANGE RATES AND PURCHASING POWER PARITIES

The Hungarian krone, according to its gold par, is worth 20.26
cents. Before the war the Austro-Hungarian krone, out of which the
Hungarian krone developed, was maintained by the Austro-Hungarian
bank practically at par. On the outbresk of war the Austro-Hun-
garian krone began to depreciate in the New York market, and at the
end of 1914 was down to between 17 and 18 cents. The &epreciation
continued duripg 1915, accompanying increased note issues by the
Austro-Hungarian Bank, and at tg;nend of that year the krone was
worth only about 13 cents. During most of 1916 the krone was
fairly stable at about that rate, although at the end of the year it
dechned to about 11 or 12 cents.

When the United States entered the war in the spring of 1917

uotations in New York on Vienna ceased, but by comparing New

ork quotations on Amsterdam with Amsterdam quotations for
Austrian currency, it appears that the krone was worth between
8 and 10 cents during most of 1917. During the first part of 1918 the
value of the krone was greater than it had been during 1917, and

uotations in Januery, 1918, indicated a value of about 14 cents.

he tendency of the krone during 1918 was continually downward
and at the same time the fluctuations were wide. By November,
1918, the krone was worth only about 7 cents.

After the close of the war New York quotations ori Vienna were not
resumed until about the summer of 1919, when the krone was quoted
at between only 2 and 3 cents. During 1919 the Hungarian krone
became segarated from the Austro-Hungarian krone, as Austria and

ary became separate countries. The currencies of both coun-
tries declined rapic:lﬁr during that year and in December were worth
only a little over half of & cent. - During the first two months of 1920
the Hungarian krone continued to depreciate (as did also the Austrian
krone), but recovered somewhat during the spring and early summer.
At the end of 1920 it was worth about a ﬁit% oF a cent. The Hun-
sar{an krone and the Austrian krone moved more or less together
uring the Kears immediately following the war, although during 1921
and 1922 the Austrian krone fell more rapidly, until it was stabilized
in the latter part of 1922.

The Hungarian krone rose considerably in value in March, April,
and May of 1921. It was at this time that the Government was
making efforts to check inflation and that plans were being made for
the withdrawal of the old paper currency and the substitution of
State notes by the establishment of thecgtate note institute. The
currency in_circulation had increased only slightly during the first
three months of 1921, and actually declined to 13,100,000,000
kronen at the end of April from 15,700,000,000 at the end of March.
The krone in April and May was quoted at more than double what
it had been quoted at in February.

The efforts to prevent inflation were only temporarily successful,
and the printing presses for turning out notes were again soon active.
As the Government turned once more to the bank for advances in
the fall of 1921, the note circulation increased rapidly. At the end
of 1921 about 25,000,000,000 notes were outstanding, compared with
about 15,000,000,000 at the first of the year.
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The krone declined rapidly in October and November, 1921, being
worth less than a tenth of a cent in November. From this time
until the spring of 1924 the krone continued downward with some
reactions. The value of the krone seemed almost to disappear, and
in May and June, 1924, was down to 0.0011 cent. The accompany-
ing chart (No. 28) shows the course of exchange rates in New York
for Hungarian kronen from the middle of 1921 to date. The dﬁpre-
ciation in exchange rates was a result of internal depreciation follow-
ing very large issues of paper money. The notes in circulation in-

CHART 8
HUNGARY—EXCcHANGE RaTE8, HIGR Axp Low, MonTHLY, 1921-1025
[Noon buying rates for cabls Noew York oan
{Por figures see Table 41}

Cents per krons Cents per krons
- 00

80 s0

50—+ 60

—

1921 1922 1923 1924 1925

creased from about 25,000,000,000 kronen at the end of 1921 to
about 76,000,000,000 at the end of 1922, to 931,000,000,000 at the
end of 1923, and to nearly 3,000,000,000,000 in the raiddle of 1924,
when the currency was stabilized.

The dexpreciation in exchsn%eorates became very great in the sum-
mer and fall of 1922, and the Government at this time endeavored to
check depreciation through placing restrictions upon the buying and
selling of drafts. The Devisenzentrale (central foreign exchange
office), which had been established during the war but later aban-
doned, was egain placed in operation in August, 1922. The
Devisenzentrale was under the State note institute and all deali
in exchange were restricted to members of the Zentrale. Official

001
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Tates were published daily and were to be observed by the members
of the Zentrale.

For a short time these measures of official control over exchange
rates produced a certain amount of stability, but inasmuch as the
fundamental causes of depreciation were not removed the efforts
were not successful, and in the spring and summer of 1923 the krone

lunged downward again. Only a small portion of the demand for
oreign currencies could be satisfied at the artificial rates published
by the Devisenzentrale. As a result there came into existence an
illegal market for foreiI%n currencies, where & large amount of busi-
ness was carried on. Rates on the illegal exchange were uniformly
higher than the official rates, until the middle of 1924, when currency
reform was undertaken. With the opening of the new bank in June
1924, the Devisenzentrale passed out of existence. What control
continued to exist was in the hands of the national bank.

In order to provide a more or less stable unit for business the Gov-
ernment early in 1924 endeavored to introduce the so-called spar-
krone. The number of paper kronen contained in the theoretical
sparkrone was to be fixed daily by a committee under the State note
institute. In determining this rate for the sparkrone the committee
was to consider especially three factors—(1) the rate for dollars in
Budapest, (2) the rate for Hungarian crowns in Zurich and Vienna,
and (3) the relative quotations of securities in Budapest and Vienna.
The sparkrone was utilized only a short time since the currency
became stabilized and the National Bank of Hungary came into
existence in June, 1924. The sparkrone was used for awhile by
the State note institute, since in February, 1924, the Government
declared that loans and discounts granted by the institute should
be payable at a rate determined on the date of maturity; that is, at
the rate for the sparkrone.

The depreciation of the krone in the exchange markets was in the
main a reflection of the internal depreciation, and the rise in prices
within Hungary. Prices in Hungary rose rapidly during these years,
as seen in the accompapying ciart (No. 29). This chart shows
prices on the basis of %?iper kronen, and these same prices converted

to a gold basis by reducing them according to the depreciation :
indicated by exchange rates. The chart also shows United States !

prices for purposes of comparison.

The relation between the krone and the dollar on the basis of the |
purchasing power of each currenc{iwithin its own country is shown °

in purchasing power parities, which are parities computed from

index number of prices in the respective countries. These pur- :

chasing power parities, shown in the accompanying chart (No. 30),
were above current exchange rates most of the time, indicating that
the krone was depreciated to a greater extent in the exchange market
than warranted solely by the amount of internal depreciation. The
two curves moved continually downward in more or less parallel
lines and in the latter part of the period shown have been in fairly
close agreement. i

In the latter part of 1923, when negotiations were under way re-
E:rdmg control of Hungarian finances by the Leaiue of Nations, the

one ceased to depreciate and showed considerable stability in the
exchange market. However, inasmuch as internal depreciation was
still continuing, as shown by the fall in the purchasing power parity
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curve (Chart 30) and in the grice curve (Chart 29), exchange rates
were soon falling again. With the inauguration of control under the
League of Nations and the organization of the new bank in June,
1924, inflation to meet government deficits ceased. During 1924,
with inflation finally checked, the internal price level became fairly
stable, and since the early part of that year prices, exchange rates,
and purchasing power parities have all shown considersale stability.

CHART 30

HUNGARY—PURCHASING POWER PARITIES AND EXCHANOE RATES, MONTHLY, 1921-1925

[According to Magyar Statisztikal index for Hungary, 52 commodities, end of month, 1013=100; and Fed-
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. [For figures see Table 42]
Cents per krone Ceats per krone
! 0
8
hY
A"}
Y 4
\\ ey
\ N PURCHASING
POWER
A————— EXCHANGE! ARITIES )
8 RATES_—X LN 08
AY L]
\ L1
\ L1
Py hY

/
1
et

2
3
.
“

- ‘\L\‘/‘Eﬂ*— -

1921 1922 1923 1924 1925

The krone was definitely stabilized in the middle of 1924 with ref-
erence to sterling. Sterling was selected in preference to the dollar
or gold. As sterling returned to par in 1925 the krone thus became
also stabilized with reference to the dollar. The rate of stabilization
finally selected and maintained is the same as that of the Austrian
krone, namely, 0.0014 cent to the krone, or 346,000 kronen to the
pound sterling. This is discussed further in the following section.




V. FINANCIAL RECONSTRUCTION
”

Economic and financial conditions in Hungary became progres-
ively worse during 1923. The currency was depreciating rapidly as
result of large issues of paper money to meet budgetary deficits of
he Government. In order to stop inflation and to stabilize the cur-
ency it seemed that an external loan was essential, so that the Gov-
rnment would not have to resort to further issues of paper money.
“he credit of Hungary was weak and the country was burdened with
npa.rnition and other charges, so that little security could be offered
or a loan.

In April, 1923, the Hungarian Government requested the Repara-~
ion Commission to release the country from the charges imposed by
he treaty of Trianon, so that the country’s resources miéht thereby
erve as security for an external loan. e Reparation Commission
eplied that it would lift the charges provided the loan scheme were
ubmitted to it and provided that part of the funds obtained from
e loan would go to reparation purposes. Hungary endeavored to
iegotiate a loan on this basis, but the arrangement was found to be
insatisfactory to the bankers in the chief financial markets, so that
‘unds were not available. .

The financial reconmstruction and control of Austria under the
L‘;ﬁue of Nations by this time had been proving successful, and a
similar scheme was proposed for Hungary. The political situation
n the countries around Hungary had improved, and in October the
Reparation Commission declared it would lift the charges on Hun-
zarian assets and revenues to permit a loan and the financial recon-
struction of Hungary under the League of Nations along the lines of
the arrangement 1o Austria. The Reparation Commission then asked
the Lea%xe of Nations to prepare plans. The League sent a delega-
tion to Budapest in November, 1923, and about the first of Feb-
ruary, 1924, submitted its plan to the Reparation Commission.

On February 21 the Reparation Commission formally notified the &
League that it would remove the liens on Hungary’s resources, so that
the new loan could be a first charge on these resources. The com-
mission agreed that no reparation payments should be made during
the first two and a half years of reconstruction, and that during the
period of 20 years of repayment of the reconstruction loan reparation
charges lshould not exceed 10,000,000 gold crowns per year on the
average.

Another step was necessary in order to free Hungarian assets and
revenues so that they could serve as the basis for a reconstruction
loan, It was necessary to remove the prior liens in favor of Holders
of relief bonds so that the new loan couﬂi have a clear first charge on
Hungerian revenues. Consent for this release was finally obtained
from the nations holding relief bonds, viz, France, Great Britain,
Sweden, Norwsy, Denmark, Swit.zeriand,' Netherlands, and the
United States.

The plans for reconstruction under the League of Nations were
adopted by Hungary in the form of laws April 17, 1924, and became
Leﬂ'ectlve April 26. The nations concerned had signed the necessary

4 Reparation payments during the 20-year period, ss fixed by the commission and aceepted by Hungary
begin with the pavment of 5,000,000 goid €rowna (o 1077, a1 incresse to 14,000,000 10 1842, The Sotal
amonat of repecstion Hungery is to psy under the treaty of Trianon was not fized.
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rotocols in March, ing to respect the political, economic, and
gerritorial integrity ;?rﬁemguy g‘hese plans of the League pro-
vided especially for a cessation of inflation, currency stabilization,
a budget balanced by June 30, 1926, and a reconstruction loan nego-
tiated to meet the deficits until June, 1926. The plans provided also
for the appointment of 8 commissioner general to exercise supervision
over the financial situation in Hungary and to insure the proper ful-
fillment of the entire program, and for the establishment of a central
bank with a foreign adviser. Mr. Jeremiah Smith, of the United
States, was appointed commissioner general by the council of the
League of Nations. The commissioner general is responsible to the
council of the League and is removable gy it.

A reconstruction loan to the amount of 250,000,000 gold kronen
was floated by Hungary in the leading financial centers in July, 1924.7
The loan is secured by customs receipts, by revenues from the tobacco
monopoly, the salt monopoly, and by receipts from_the sugar tax.
Revenues from these sources have been considerably in excess of the
amounts necessary for the service of the loan. The bonds are 20-year
bonds, bearing 714 per cent interest and were issued at a price of 8714.

The Slan of reconstruction provided for the establishment -of a
national bank to take over the affairs of the State Note Institute and
to serve as a central bank of issue. Such a bank was organized with
a capital of 30,000,000 gold erowns (about $6,000,000) and opened for
business June 24, 1924, in the premises of the former State Note
Institute, which had also been the premises of the Austro-Hungarian
Bank. The bank is modeled along the lines of the National Bank of
Austria. It is a private corporation, although the Government
participates in the administration in that the governor is appointed by
the State on the recommendation of the Minister of Finance. The
board of directors consists of the governor and 13 members, elected
by the stockholders. The general manager and other managers are
appointed by the board of directors nn:Fhave charge of the actual

sadministration of the bank. They constitute the board of manage-
ment. The Government appoints'a government commissioner whose
duty it is to see that the gank conforms to the law. The Govern-
ment participates in the net profits of the bank to the extent of two-
thirds after the %ayment of & dividend of 8 per cent to the share-
holders. After the payment of a dividend ofp 10 per cent the share
going to the State increases to three-fourths. .

As ds reserve requirements the bank is obliged to maintain a
reserve against its notes and demand liabilities of 20 per cent during
the first five years of the bank’s existence; during the second five
Years, 24 per cent; during the succeeding five years, 28 per cent; and
thereafter 331¢ per cent. As soon as specie payments are resumed,
however, the bank is liable to a tax on the notes whenever the cover
falls below 40 per cent. The reserve may consist of gold or foreign
currency and bills of exchange of countries where :ﬁz currency is
relatively stable. Until specie payments are resumed these reserve
requirements do not apply to notes arising out of the debt of the Gov-
erninent to the bank.

The new bank has a mol;(lhf)oly of note issue, and its notes enjoy full
legal tender in respect to all payments, public and private, with the

1The Britith, American, Swedish, Netherland, and Italian shares were lsued early In . The other
shares, viz, the Swiss, Hungarian, and Czechoslovak, tmned ‘weeks later. nited Statos
g e o o i the m-m ’-kv TL“.G
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sxcﬁpt.ion of those which specify metallic currency. This lgﬁlal
sender quality lapses with the introduction of specie payments. e
»ank took over the mnote circulation and affairs of the State Note
[nstitute, which passed out of existence with the opening of the new
bank. Theliabilities taken over, i. e., the notes and current accounts,
were larger than the assets, partly because the bank found that some
of the bills in the portfolio were unacceptable. The Government,
therefore, had to increase its debt to the bank to make up- the

difference. :

The Government is not permitted to borrow from the bank exceﬁt
against foreign currency or foreign bills given over to the bank to the
extent of 100 per cent of the loan.

The bank’s statutes provide for the ultimate resumption of specie
payments and the introduction of the gold standard. This may
take place when the Government’s debt to the bank shall have been
reduced to 30,000,000 gold kronen. When either the Government
or the board of directors of the bank think specie gayments should
be resimed, negotiations must be commenced and a bill for such
resumption submitted to the legislature. .

On account of the intimate financial relations between Hungary
and Great Britain the krone was stabilized in the middle of 1924
with reference to the pound sterling, which at that time was not a
gold unit, in preference to gold. The original stabilizetion rate
adopted was 360,000 kronen to the pound, which meant about
83,000 kronen to the dollar since the pound was quoted then at about
$4.32. As conditions in Hungary improved, and as a slowing down
in the rate of turnover of the currency took place, the value of the
krone increased so that a rate of 346,000 kronen to the pound (the
same as the Austrian rate) was adopted, which is the equivalent of
about 71,000 kronen to the dollar or about 0.0014 cent to the krone.
While the krone was stable with reference to sterling, it was not
stable with reference to the dollar, inasmuch as sterling was fluetu-
ating in terms of dollars. As sterling rose, praetically reaching par
in April, 1925, the krone also increased in value, and is therefore
now stabilized in terms of dollars at the same level as the Austrian
crown, namely, the above rate of 0.0014 cent to the krone.

The stabilization of the krone has been one of the outstending
events in Hungarian reconstruction, and has been of great benefit
to the industry and rosierity of the country. When the currency
was fluctuating rapidly the economic life was deranged and produc-
tion reduced. Since the country now has a definite unit, in which
it can do business, a unit stable in terms of gold, transactions are
carried on with a greater degree of certainty. The Government's
revenues have reflected theeﬁreneﬁt.s of a stabilized currency, and
have increased more than expected. The country has recovered
remarkably from the chaotic conditions ﬁrevailing at the first of 1924,

The accompanying chart (No. 31) shows how the gold value of
the total circulation in Hungary hes increased since stabilization
began. The chart shows two curves for the gold value of the circu-
lation, one computed on the besis of the value of the krone as indi-
cated by exchange rates, and the other computed by the value of
the krone as indicated by purchasing power parities.

It will be noticed that both curves in the summer of 1923 and
the spring of 1924 were low. The rise at the end of 1923 was when

.
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control by the League of Nations was anticipated so that the value
of the krone rose. But as long as inflation was continuing this
rise was not maintained. When stabilization finally commenced in
the middle of 1924, both curves rose continually. is rise in total
value was due to the increased smount of circulation which the
country was able to absorb once the currency became stabilized.
When the krone was depreciating and fluctuating rapidly, business
avoided its use and turned to foreign currencies and bills as far as
ossible. No one desired to possess paper kronen very lon%, since
olding them usually meant a loss in value. Consequently, the
field for the domestic currency was restricted and the krone’s value
declined all the more on that account.
However, after stabilization took place, business which formerly
avoided the use of kronen now accepted them. Confidence increased
CHART 3t

HUNGARY—GOLD VALUE Or ToTAL CIRCULATION, MONTHLY, 1921-1925. ONR Bams oy EXCEANGE RATES
AND ON Basis o PURCRARBING POWXR PARITIES
[For figures see Table 43]
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and individuals were no longer afraid to hold the money from one
day to the next. The rate of turnover thus slowed down. The
circulation of the bank increased from about two and one-half
trillion kronen in the middle of June, 1924, to over four and one-half
trillion at the end of December, 1924. This increase took place
throth the presentation at the bank of foreign exchange and other
eligible collateral for notes. These events were similar to those which
transpired in Austria a year or two earlier.

The gold reserve of the Bank of Hungary increased from about
247,000,000,000 kronen (paper) at the endg of June to about 654,000,-
000,000 (paper) at the end of April, 1925.* On the same dates the
holdings of foreign currencies and exchange increased from about
681,000,000,000 kronen to about 2,082,000,000,000.

The reserves which may serve as legal cover for notes and demand
liabilities may consist of “metal”’—gold or silver—and foreign

¢ During February the bank recelved about 90,000,000,000 kronen (paper) In gold from the State rall-
ways, which acquired It in the form of fares and freight receipts. .
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currencies, foreign bills, and deposits in countries with stable cur-
rencies. The following figures show how the legal reserves of the
bank have increased; they now amount to about 61 per cent of the
notes outstanding to the extent of 4,526,000,000,000.

Hungarian National Bank
[Paper kronen; one krane=0.0014 cent)

June 30, 1924 Apr. 30, 1025

Gold coin and bullion 248, 947, 000, 000 000,
Silver oain and ballion. 9, 823, 000, 000 12, 136, 000, 000
Foreign currency and exch 681, 268, 000, 000 | 2, 083, 998, 000, 000
‘Total legal reserves. 938, 038, 000, 000 | 2, 747, 668, 000, 000.

The bank is thus in s fairly strong position to maintain the cur-
rency at its present level. Prices, exchange rates, government
finances, and conditions generally are such as to permit convertibility
into gold and the establishment of the complete gold standard at an
early date. The bank reduced its discount rate in March, 1925, from
1214 per cent to 11 per cent on account of improved eredit conditions.
The demand for credit had become reduced, and it was hoped lower
rates would help to stimulate business and the economic recovery
of the country. :

The Government finances of Hungary have shown continued im-
provement under the control of the i;eague of Nations. Revenues
pledged for the reconstruction loan have been much more than re-
quired to meet the payments, and the entire program of reconstruc-
tion has made more ragid progress than was anticipated. The

lan of reconstruction did not contemplate a balanced budget until
une, 1926. However, in October, 1924, a surplus of revenue was
realized, and this condition has continued each month since then.
Althou%.lixs}:;he budget is already balanced there is still much to be
accomplished before the country may be said to be in an entirely satis-
factory condition and deficits may occur again from time to time.
The following tables show the receipts and expenditures of Hungary
for the gear 192425, and also receipts and expenditures during the
wu:dln.n the years :"ollowing when depreciation was taking place
rapidly.

Hungary—Net receipts and éxpenditures, 108425
[Sourcs: Monthly reports of commissionar general for Hungary. Gold kronen)

P8 o e amaaa 307, 350, 680
Net expenditures. .. - oo e ceaamccmae e 407, 281, 180
Deficit_____ e e mmeme s e s e v e m——————— 99, 930, 500
RESULTS FIRST SIX MONTHS
Receipts |{Expendituresj Deficit Burplus
124
Tuly. 17, 900, 000 w.ﬁonn 13,600, 000 |
o :&% %.m.% kﬁ% N
October 35,600,000 | 83,700, 000 """7"1,905, 000
49,200,000 | 34, 000, 000 15, 200, 000
44,000, 000 | 37, 200, 000 7,700, 000
Total for &iX months. . .__.oooooionnannd] 208, 000, 000 { 205, 900, 000 13,100, 000
i Net.

o than taxation collected by different
railway traffic tax; (¢) working expenses of the tobaoco mnympnly.
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Hungary—Receipts and expenditures, 1915-1924
[Source: Magyar Kir. Pénziigyminister, 000 omitted]

Budget estimates Closed accounts 1
Receipts | Erpondt- * Deficit | Receipts [ExPecd Deticit
Kronen Kronen | Kronen| Kromen | Kronen |Kronen|Kronen| Kronen
1) & I 2,073 .| 2,547 | 2,319 238 |........
1,111 28 1,366 | 1,444 88
%4 2,264 7,265 | 6,650 606 |.ooen-.
12,089 | 12,48 1%
3,443 %
4,740 3,700
20,211 9, 690
26, 784 8, 469
103, 455 40, 653
3,307, 009 1,138, 959
1 Fiscal year changed from calendar year to year ending June 30,
? Finances were carried on by means of indemnity acts.
¥ Budget estimates were prepared, but finances ware carried on by means of indemnity acta.
4 No budget was mpﬂreg':n account of revolution and Bolshevist regimé.
$ Indemunity aot for indicated.
# Budget act for 1 -21.
? Beginning with 1916~17, closed accounts were not dealt with by legislation.
I h as the r truction of Hungary has progressed so satis-

factorily the Government has not found it necessary to utilize as much
of the 1924 loan as expected. The loan.was floated to provide funds
to meet deficits which were expected to occur until June, 1926. Out
of the 254,000,000 gold kronen realized, only 148,000,000 had been
utilized at the end of March, 1925. On account of the rise in the
value of currencies of countries in which the proceeds of the loan were
held on deposit, that portion still available for use at the end of March
had increased in value and amounted to about 116,000,000 gold
nen.
Hungary in the spring of 1924 funded its debt to the United States
Government. This debt, which is repayable over a period of 62
ears, amounted on November 15, 1924, to $1,953,542.50. The debt
ears interest at 3 ﬁer cent over the first 10 years and 314 per cent
thereafter. The following table shows the total debt of Hungary,
internal and external, at the end of 1913 and at the end of the years
since the war:

Hungary—National Debt
{Source: Magyar Kir. Penzgyminister. Puper kronen)

Dec. 31 Internal External 4 Total

013 161,911, 88 8, 007, 361, U2
919 1;:41.9«,131 oo o, 18, 104 84, 62, 325
192000777 - 27, 488, 553, 021 90,854, 227, 244 | 124, 342, 780, 265
921 59, 300, 376, 128,047,219,385 | 167, 347, 503, 964
822 &2, 397, 517, 719 246,457,875 | 506, 643, 075, 504
23 416,392, 267, 3,370, 650,310, 095 | 8, 757, 051, 578, 235

have been Into paper kronen st rates of exchange

3 in gold or foret
in Zarich on the last day of the cxrresponding year.



NETHERLANDS *
1. PRE-WAR CURBENCY

Before the war the Netherlands was practically upon the gold
standard. The currency unit was the guilder, or florin, as it is some-
times called, and the gold coins contained gold at the rate of 0.672
gram 0.900 fine per guilder. The guilder was thus worth about 40.20
cents in United States money. The gold coins were the i)ieces of 10
guilders and 5 guilders. ere was free coinage of gold (a small
chn:Fe was made for the minting) and the gold coins were unlimited
legal tender. The silver and subsidiary coins were coined only for
the account of the Government. Some of the silver coins were un-
limited legal tender, namely, the 234 guilder, 1 guilder, and 14 guilder
pieces. These silver coins contained silver at the rate of 10 grams
0.900 fine per guilder? The silver coins, it will be noticed, are sub-
sidiary coins, and although they are not all full legal tender they
circulated before the war at a parity with gold. ‘

The Netherlands, like most other European countries, experienced
currency difficulties during the nineteenth century, much of the trouble
resulting from efforts to maintain the bimetallic standard in the face
of fluctuating market ratios between gold and silver. The mint act
of September 28, 1816, fixed the. 10-guilder gold piece at 93.465

ins of fine gold and the I-guilder silver piece at 148.39 grains of

e silver. is gave a bimetallic ratio of about 15.88 to 1. In
1847 gold was demonetized in the Netherlands and the silver standard
adopted. The metallic contents of the silver guilder was lowered
to 145.85 grains. The Netherlands continued on the silver standard
until 1875,.and during this period large quantities of silver coins
were minted. The price of silver declined beginniexagx:boub 1875, and
on June 6, 1875, the free coinage of silver was definitely suspended.
The law of 1875 established the gold guilder as the unit, with s metallio
content of 0.672 grams 0.900 fine (0.6048 gram 0.1000 fine), which
is the weight of the present gold guilder. .

The large quantities of silver in circulation were & menace to the
gold standard, and since the coins could not be exported profitably,
gold was exported instead to meet the demands resulting from un-

avorable exchange rates. The gold reserve of the Netherlands
Bank declined from about 57,000,000 guilders at the end of 1880 to
11,000,000 guilders in October, 1882, and to about 5,000,000 guilders
in February, 1883. In April, 1884, the melting down of 25,000,000
guilders in silver coins was authorized. However, about this time
st;ld began to flow back into the country so that the Government

d not find it necessary to melt down this amount; of silver.

The gold standard continued in the Netherlands down to the middle
of 1914. The bank met demands for gold for export freely, but dis-
couraged as far as possible the circulation of gold within the country.
The currency system in 1914 was based upon the coinage act of 1901,

1 This section was prepared largely b; Mr.I.V.D.wlfm. Gratetal acknowledgment is made of )
“‘h‘ll‘agnﬂnmu:g‘h?sugu n‘(\lzumdy DX vember 77, DB socount -
whlchmv-ilodutmmn:- o 100.720 No: , 1916, on of the high peice of slver

51142—251—gen 9, vor 0—— 10 125
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amended by acts of December, 1906, July, 1909, and October, 1912,
These laws embodied the gold standard and gave the Netherlands
the currency system described above.

In addition to the metallic currency circulating before the war
were the notes of the National Bank. These notes were unlimited
legal tender and were redeemable by the bank on demand in other
legal tender currency, i. e., gold or silver, before the war. Gold did
. not circulate before the war in Netherlands to any extent, but was
concentrated largely in the vaults of the Netherlands Bank. The
amount of silver, nickel, and bronze currency circulating in the first
part of 1914 was approximately 65,000,000 guilders. The circula~
tion of bank notes at this same time was about 325,000,000 guilders.

The Netherlands Bank (Nederlandsche Bank) was founded in
1814 under a charter from King William I.* It had been hoped
that the old Amsterdamsche Wisselbank could be revived, but when
this was seen to be impractical, the existing bank was organized as
its successor. The Bank of Amsterdsm %Amsterdamsc o Wissel-
bank) was one of the famous early banks, and was founded in Janu-
ary, 1609. It began its career by accepting bullion and coin accord-
ing to weight and giving receipts in return. These metallic deposits
were accepted for safe—keeﬁin]i and a charge was made. The receipts
of the bank for deposited bullion ceme to enjoy extensive circulation
and were known as ‘“bank money.” :

It was generally supposed that this early bank retsined in its

vaults an amount of com and bullion equal to the bank money or
receipts issued. However, this was not the case; but since the aflairs
of the bank were secret, the public did not become aware of the
situation until about 1789, although as early as 1657 individual were
permitted to overdraw their accounts. Loans of specie had also been
made to the Dutch East India Co. Efforts were made to reorganize
the bank, but were unsuecessful and the bank was finally closed by
decree of December, 1819,
. The Netherlands Bank (Nederlandsche Bank) is the sole bank of
issue. It is a private institution with a capital stock of 20,000,000
guilders and a surplus of 5,999,469 guilders. Although the bank is
a private institution as regards ownership, the president and secre-
tary are appointed by the Crown, as well as & government commis-
sioner, who exercises a certain amount of authority in the manage-
ment. The Government participates in the net profits of the bank
to the extent of 25 per cent until a dividend of 7 per cent has been
paid the shareholders. After this the Government receives seven-
eﬁhlths of the net profits. Although the Government appoints the
officials mentioned above, the bank formulates its own policies.

As regerds reserve requirements, the bank must keep a reserve in
gold or silver against all its sight obligations to the extent of at least
40 Ear cent.* ere are no provisions determining how much silver
might be kept, but in actual practice silver in recent years bas con-
stituted a very small portion of the bank’s metallic reserve. There
is no fixed limit to the amount of notes the bank might have out-
stan s0 long as reserve requirements are met.

The bank is the fiscal agent of the Government and is required to
make temporary advances to the Government without interest to a
maximum amount of 15,000,000 guilders.

3 The charter has been ranewed at various times and the present charter runs until March 31, 1934.
4 At the outbreak of the war this figure was reduced to 20 per cent.



II. CUBRENCY, CREDIT, AND PRICE MOVEMENTS, 1914-19256

Although the Netherlands was not one of the belligerent nations,
nevertheless the outbreak of war in 1914 caused considerable dis-
turbance to the economic and financial life of the country. Upon
the outbreak of war the financial centers of London, Paris, and Berlin
reoalled credits, so that exchenge rates on these cities rose and gold
began to leave the Netherlands. The Government promptly placed
a prohibition upon the exportation of gold. Several of the articles
of the bank act were suspended, and the Government was authorized
to exempt the bank from the obligation of redeeming its notes in
specie. The reserve required to be held against demand liabilities
was reduced from 40 per cent to 20 per cent.®

In grder to help meet the crisis In the middle of 1914, about 30
muniéipalities, including Amsterdam' and Rotterdam, issued emer-
ﬁiancy currency after consultation with the bank. These issues were

al according to the Netherlands stamp act, and the notes were
withdrawn when the crisis subsided.

Prior to the war the only paper currency in the Netherlands for
some time had been the notes of the Netherlands Bank. - However,
in the early days of the war the Government, in accord with the bank,
issued currency notes known as silver bonds: (zilverbons) in denomi-
nations of 1, 234, and 5 guilders. The smallest bank note had been
10 guilders. These Government notes were unlimited legal tender.
By October 17, 1914, the amount of such notes outstanding was 16,~
906,000 guilders. The act authorizing these issues provided that
the notes were to be withdrawn as soon as the Netherlands Bank
could place a sufficient amount of silver currency at the disposal of
the Government. At the present time most of these notes have
been withdrawn, a.lthoaih & certain number of the 214 guilder notes
is still in cireulation. ese ultimately are to be replaced by silver.

. The Netherlands Bank raised its rate of discount upon the out-
break of war, as did other central banks of Europe. e rate was
raised on July 29 from 314 per cent to 434 per cent and on August
1 to 6 per cent. On August 20 the rate was lowered to 5 per cent,
where it remained for nearly a year (until July 1, 1915).

On account of the stringent credit conditions there was organized
the General Netherlands Central Currency Bank for the Middle
Classes. This institution created with the support of the Nether-
lands Bank was to aid especially the small shop%(eepers and profes-
sonal classes who were embarrassed by the suspension of credit.

The note circulation of the Netherlands Bank increased very
greatly on the outbreak of the war, and continued to rise until the
time of the armistice in 1918. Prior to the war the circulation out-
standing amounted to a trifle over 300,000,000 guilders. The
circulation inereased from about 306,000,000 guilders at ‘the end of
June, 1914, to about 444,000,000 at the end of August and to ebout
473,000,000 .at the end of December, 1914. Deposits also increased

§ The clrculation of the bank Increased rapidly, so that the actusl reserve fell to about 32 per cent in
‘onewbe:, 1‘2:. mlli‘owom, the situation changsd so that the percentage of reserve rose to above 40 per cent
December, 1014,
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very sharply from about 5,000,000 at the end of June, to about
32,000,000 at the end of August, 1914, declining to about 17,000,000
by the end of December. The accompanying chart (No. 32) shows
the principal items in the Netherlands Bank from 1912 to 1925.
It will be noticed that the note circulation rose from the pre-war
figure of about 300,000,000 guilders to over a billion guilders by the
end of 1918. .

The increase in the note circulation of the Netherlands during the
war was due to a large extent to the influx of gold into the country.
The bank issued notes in return for deposits of gold. It will be
noticed in the chart that the gold reserves increased from about
160,000,000 guilders in June, 1914, to 208,000,000 by the end of the
year, to 429,000,000 by the end of 1915, and to & maximum of over
725,000,000 in April, 1918. The increase in the note circulation was
caused also by the bank discounting large quantities of government
securities. is was especially the case during 1918 when pur-
chases of gold had practically come to an end.

The Government had need for increased revenue to meet abnor-
mal expenditures growing out of the disturbed conditions, and at
the close of 1914, in consultation with the Netherlands Bank, decided
to float a' 5 per cent loan to the extent of 275,000,000 guilders. The
Netherlands Bank offered to make loans against the new securities
on & margin of 5 per cent instead of the customary 30 per cent.
Similar provisions were made in the case of loans in 1916 and 1917.
This special privilege afforded government securities was canceled
in June, 1920, and as loans matured the full 30 per cent margin was
required for new borrowings. As a result of this change, loans
against securities decreased from the high point of 332,000,000
guilders on July 26, 1920, to about 248,000,000 guilders on December
27, 1920.

During a part of the war money rates in the Netherlands were
very low. In July, 1914, prior to tie war, the private discount rate
in Amsterdam was in the neighborhood of 3 per cent. The out-
break of the war pushed rates up to over 6 per cent, but this condition
did not prevail long, since funds from abroad began to come into
Holland. At the same time there was almost & complete shutdown
of industry within the country so that lerge amounts of capital
funds were at the disposal of the market.for short periods. During
1915 and 1916 the rates were fluctuating around 2 and 3 per cent
and occasionally even 1 per cent.

It is reporteg that for a short time in the autumn of 1916 short
term money could be had for even less than 1 per cent. This situa-
tion changed so that by 1919 rates were around 3 and 4 per cent.
In 1922, however, German capital in large quantities flowed into
Holland due io disturbed conditions in Germany, and especially
to the depreciation of the mark and to reparation difficulties. The
effect of this influx of funds was to reduce the price of short term
money. The discount rate of the Bank of the Netherlands remained
at 434 per cent from the 1st of July, 1915, to July 18, 1922, when the
rate was lowered to 4 per cent.

The Bank of the Netherlands during and since the war discounted
large quantities of municipal securities as well as State securities,
With the growth of borrowing by cities, increasing amounts of these
securities passed into the hands of the bank. This borrowing on
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the part of municipalities was a factor in the increase in issues of
bank notes.” - o
After the outbreak of war an increase in the use of checks for
sett].‘i‘;‘vi transactions took place in the Netherlands. The amount
of b clearings has increased almost continually from 1914 to the
resent. . . : :
P The effect of the expansion of currency and credit in the Nether-
lands on prices was marked. The following figures show how the
index numbers rose from 100 in 1913 to nearly 400 for 1918.

.

CHART 38
NETHERLANDS—WHOLESALE PRYGES ON PAPEE BASIS AND ON GOLD BAS1S, MONTHLY, 1030-1025

[Central Burean of index for 53 com monthly average, 1913=100;
United States Bureau of Labor Statistics index, 404 commodities, monthly averages, 1913=100]

- [For figures sce Table 49)
Per omt * Per cent.

N

[ NETHERLANOS PAPER PRICES.
[ wm NETHERLANDS PAPER PRICES

CONVERTED TO GOLD BASIS
< ee: UNITED STATES PRICES

.t)
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: Netherlands—Wholesale prices, 19131924 -
{Source; Central Burean of Statistics. Annnal averages; 1913=100

286 | 1921 .. ...

281 | 1924 ___T 1000 -

The rise in prices was not due entirely to inflation, but was due
also to the scarcity of goods. Especially was this true as the war
progressed and stocks of goods were austed and could not be
replaced. After the depression of 1920 prices declined from their
high levels. The decline was especially precipitous in the last few
months of 1920 and the first few months of 1921. The course of
prices since 1920 can be seen in chart 33, which shows Netherlands
prices on the basis of paper currency, and on the gold basis. The
chart alse shows prices in the United States for comparative purposes.
It will be noticed that since the first of 1922 prices in the Netherlands
have shown practically as much stability as prices in the United
States, both fuctuating around 150. This stebility in prices in the
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Netherlands is due primarily to the fact that little inflation has taken
lace since the end of the war, as already noted in the previous chart

?No. 32), which shows how the note circulation has fluctuated around

1,000,000,000 guilders most of the time since the armistice.

In examining the amount of inflation in the Netherlands it should
be pointed out that considerable hoarding of guilders has taken place,
not only in the Netherlands but also in Germany and other countries.
Silver coins and also ﬁaper money have been hoarded. The actual
circulation of the Netherlands Bank is thus less than shown by the
reports of the bank.

Silver money began to disappear from circulation soon after the:
outbreak of war, and silver bonds were issued by the Government
to replace the silver coins which had been in circulation. These
silver bonds, as discussed above, were in small denominations, namely,
2Y%4 guilders, 1 guilder, and one-half guilder. The amount of cur-
rency of this type reached its high pownt at the end of 1918, when
about 70,000,000 guilders were outstanding. Since that time the
amount has gmdusﬁllly declined.

. As a result of the rise in the prices of silver in the latter part of the
war and in the years followi f the war, silver guilders were at a pre-
mium in terms of g;lpe!' ilders. In order to remedy the situation
the Government, November 27, 1919, reduced the fineness of the
coins from 0.945 to 0.720.

The Netherlands Bank does not include its foreign-bill portfolio
as part of its reserve. These foreign holdings, however, are useful in
. controlling exchange rates. At the end of December, 1913, the for-
eign portfolio amounted to about 14,000,000 guilders. ﬁy May,
1915, it had been reduced to about 170,000 guilders, but by the end
of 1918 it amounted to nearly 9,000,000 guilders. Since that date
the amount of foreign-bill holdings has increased, and in the middle
of April, 1925, amounted to about 119,000,000 guilders.

The Bank of the Netherlands has at various times exported its
gold in order to replenish its foreign-bill holdings and to sustain ex-
change rates. It will be noticed in the previous chart how the gold
reserves have declined from a maximum of 785,000,000 guilders in
April, 1918, to about 500,000,000 at the first of 1925. is reserve
in 1925 amounted to about 54 per cent of the note circulation. Thus
the Netherlands has a large gold reserve behind its currency.



HI. FOREIGN TRADE

To a small country like the Netherlands, which does not produce
a sufficient variety of articles to be self-suﬂicin(ﬁg foreign trade is of
considerable importance. ‘The Netherlands finds it necessary to im-
port large quantities of coal and coke, and also textiles and manufac-
tured articles, especially iron and steel products and industrial ma-
hinery. The principal food imports are wheat, corn, and coffee.
The principal rts from the Netherlands are various textile manu-
factures, vegetable oils, confectionery, and seeds, and dairy prod-
ucts—cheese, milk, and butter. e following table shows the
principal commodities imported and exported by the Netherlands:

Netherlands—Imports and ezports by principal commodities, 1928
Im . [Souree: Taarcijfern voor Nederland]} a
Coal, coke, ete. 122, 532, 000
Textile fact
Iron and steel product

3 25

Lumber.

Copra. ..
Raw cotton_ - _

08_
Aut, e il

Eleetri;-l;ght T -
Germany is the chief source of im%orts into the Netherlands and is
followed in order by Great Britain, United States, and Belgium. As

exports, Great Britain receives more goods from the Nether-
lands than any other country and is followed in order by Germany,
131
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Belgium, and France. The trade of the Netherlands with the princi-
pal countries in 1913 and 1923 is shown in the following table:

Netherlands—Imports and ezports of merchandise, by principal countries,
1913 and 1923

I8ource: voor In of gufiders}

1913 192 1913 18

‘BXPORTS
e Great Britaln. .............| 856,315 350, 801
017 {| Belgium.

2, 182 %8
19,573

ot

11,927 17,922
_ | 14,045
22,289 | 112,77
, 163, 516

38,917,885

hmml 1,3, 221

1 Bremen, Hambarg, Lubeck, Mecklenbi Oldenb: Prussia.
2 Includes Fluma‘.“g' ’ e i

CHART 34
NETHERLANDS—IMPORTS AND EXPORTS OF MERCHANDISR, ANNUALLY, 1809-1924
8pecial imports, {. e., imports for domestic omumpdm; special exports, J. &., exports of domestic mer-

For figures see Table 54]
Millions of guilders ! ) ‘Millions of guilders

A
T N\ _[\/
N

T 7 4

1895 1900 1805 1910 LIS 1920 1925

The foreign trade of the Netherlands suffered severely during the
war. The geographical location of the Netherlands, between two
hostile countries, made it difficult for the country to import and export.
Furthermore, much of the trade of the Netherlands 1s transit trade,
and this was very greatly reduced as a result of the hostilities.

The accompanying chart (No. 34) shows the foreign trade of the
Netherlands from 1899 through 1923. During the years 1914-1918
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both imports and exports declined eontinually, with the exception of
1915, when the imports were a trifle larger than the preceding year.
In 1913 imports amounted to about 4,000,000,000 guilders, while in
1918 they were reduced to only 608,000,000 guilders. Exports
declined from 3,000,000,000 guilders in 1913 to 381,000,000 in 1918.
The United States, Great Britain, and other allied countries placed re-
strictions upon shipments of goods to the Netherlands, since the goods
found their way into Germany, the Netherlands serving as & gateway.

The Netherlands changed its method of computing foreign trade
values beginning with 1917, so that comparisons of the different years
are apt to be misleading. From 1847 to 1916 the official values of
the different goods imported were not changed, although important
price changes had taken place during this period. The 1917 figures
are based upon values declared by the importers and exporters.

After the close of the war, the opening of markets and freer trans-
portation permitted a recovery-of trade, so that in 1919 the foreign
trade of the Netherlands experienced considerable expansion. Im-

orts for 1919 amounted to 2,826,000,000 guilders compared %o only
508,000,000 in the preceding year, while exports for 1919 amounted
to 1,411,000,000 gu.ﬁdem oompareé to only 381,000,000 the preceding
year. The trade in 1920 was also large. As business depression de-
veloped throughout the world the trade in 1921 and 1922 was less.
than in the two preceding years.

The Netherlands, as shown in the chart, has continuously had an
excess of merchandise imports, the excess in 1913 being over
800,000,000 guilders, an unusually large amount. During the war
the excess of imports increased very greatly as exports declined to a
greater extent tﬁan did imports. At the present time the excess of
mmports is back to about the same figure as before the war.

he excess of merchandise imports represents payments due the
Netherlands for various types of services rendered foreigners.
Among the most important of these services is that of handling transit
trade through the country. A large part of the goods which are re-
ceived in Rotterdem and Amsterdam are destined for reshipment to
central European points. The reshipment of these goods involves
profits to the Netherlands. During and after the war this item in
the balance of payments was very much reduced. The profit from
the (;,rn.nsit, trade for 1923 has been estimated at about 40,000,000

ers. , .

Another service which the Netherlands renders and which is paid
for by merchandise and other imports, is that of carrying goods in her
ships for foreigners. For 1920 such shipping earnings have been esti-
mated at 450,000,000 guilders. Earnings have declined since then
until for 1923 they are estimated at about 145,000,000 guilders.
Part of this reduction is due to the Ruhr occupation and other dis-
turbed conditions, which reduced the trade of the Netherlands, both
the transit trade and trade destined for domestic consumption,

Interest and dividends from foreign and colonial investments con-
stitute a net credit item on the Netherlands balance sheet., The
Netherlands has a large amount of capital invested abroad. Large
sums, however, were invested in Russia, most of which money is now
looked upon as lost. Returns on foreign investments are estimated
for 1923 at 275,000,000 guilders. *
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A further source of revenue to the Netherlands is found in the
payments from the colonies, especially from the Dutch East Indies, to
the home government. The colonies owe substantial amounts to the
N eiigerlands, and payments in 1923 are estimated at 155,000,000
guilders.

Offsetting these invisible credit items are invisible debit items, such
as investments which are made abroad each year by the Netherlands.
In 1921 there was an important influx of German capital into the
Netherlands, There has also been a flow of capital into the Nether-
lands from France and Belgium, and other countries which experi-
enced either severe currency depreciation or threatened currency
depreciation and other disturbances. Hoarding of guilder notes
abroad has been a factor in the bealance of payments and such notes
exported are an offset to an excess of imports. The following table
shows an estimate of the balance of payments for the Netherlands.

Netherlands—Bal of p "

-
[Source: De van H. Colifn, quoting Van Lecuwen. In milions of
guilders)

1920 1921 w2 w2z
CREDITS
Exports of hy 701 3n a1 1,308
Additional exports out of L - L 50 L
e oy ooy dissiorida ported diaztonds imported 1 i 18 [ io
X0ess of 8| 0D ds o 10
Profits ﬁ'ogl‘; transit trade. e over rongh o 70 80 40
Profits from service. 200 160 145
Return on forei; 150 90 176 e
Return ¢n colonial i 325 140
Colonial reimbursements and psyments in Bolland --.............. 100 f...... 155
ZIDuteh :"‘ﬁ of irordgm ‘s&curhy holdings. 5 g 15
mports of foreign ca) argely Qermian) ..o oo o oeiecuedennaeeef 2B 180 |.o.....
Funds b lmn rgatl a y .. 825 |ooaeea
Net withdrawals of Dutch balances sbroad -] S—
%0 25 20 40
3,532 | 25| 2,188 1,968
DEBITS
Imports, [
s abroad and in colonies 8'% 2M0) 2mm) 3
Net cost ship construction abroad L
Net sum lent colonies in excess of payments and reimbursements men-
tioned above 850
Expenditures of Dutch tourists abroad T N,
Repurchase guilder securities issued in New Yark. .- N——
Repurchase dollar securities (ssned in New York L
3,686 | 2365} 2,188 2,000
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IV. EXCHANGE RATES AND PURCHASING POWER PARITIES

. The guilder, the currency unit of the Netherlands, is worth,
aceording to its gold contents, about 40.20 cents in American money;
or, as the rates are quoted in the Netherlands, there are 2.4875
guilders to a dollar. Before the war exchange rates on New York
were practically at par inasmuch as iold movements were permitted
to take place freely. At that time if the price of dollars in the Nether-:
lands rose very much, it soon became cheaper to export gold than to
pay much more than the gold par. Thus before the war fluctuations
in exchange rates were confined within narrow limits marked by the
““gold points.” ’

The outbreak of the war in 1914 brouﬁllxt confusion into the
exchange market in the Netherlands as in other countries. London
and Paris exchange immediately went to a premium in Amsterdam,
due largely to a recall of credits by these financial centers. Gold
started to go out under these circumstances, and an embargo upon
its exportation was imposed by the Netherlands. On account of
increased freight rates and insurance charges the shipping of gold
became more expensive. .It is thus doubtful whether much would
have left the Netherlands without the embargo, especially since the
premium on London and Paris exchange did not continue very long.
After the first few weeks of the war, sterling bills declined below par
in Amsterdam. In the spring of 1915 London exchange again rose
above par, but did not contmue there long, and after May, 1915,
the rates were again below par. .

Exchange rates in Amsterdam for American dollars rose during
the early months of the war, or, in other words, in New York guilders
were at & premium. The sccom§an ing chart (No. 35) shows the
course of exchange rates in New York on Amsterdem from the first
of 1914 to 1925. It will be noticed that in February, 1915, the
guilder went below par (40.20 cents), where it ramained until August
of that year. In November and December of 1915 and in January,
1916, guilders rose rapidly, reaching a high point of over 45 cents.
The rates gradually declined and were down practically to.par in
February, 1917. However, a new rise commenced at this time,
which became more precipitate after the United States entered the
war, until the guilder was selling for about 563 cents in August, 1918.
This was when the military situation seemed to be favoring Germany.

As the military fortunes changed rapidly in the summer of 1918,
the discount in Amsterdsm upon dollars declined rapidly, or, in
other words, the premium in Ig ew York on guilders became much
less. Guilders gradually declined from abouf 53 cents in August,
1918, to about 42 or 43 cents at the end of November, 1918,

Rates in Amsterdam upon Berlin began to fall soon after the out-
break of war. Reactions occurred from time to time as %old ship-
ments from Germany were made. The currencies of the Scandina-
vian countries also went below par in the Netherlands during the
first part of the war. Thus in November, 1915, practically all foreign
currencies were.at a discount in the Netherlands.

135
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The rise in exchange rates on the Netherlands during the war
was due in part to the flight of capital from belligerent countries to
the Netherlands, where neutrality existed, The result of this situa-
tion was that gold flowed into the Netherlands in large quantities.
The chart (No. 32) in the Erevious section shows how the gold reserves
of the Bank of the Netherlands increased continually from about
160,000,000 guilders before the war to about 725,000,000 guilders in
April, 1918, ~ After this date gold was exported from time to time-
and the gold reserve now amounts to about 500,000,000 guilders.

Inasmuch as exchange rates between the allied countries and the
United States were “pegged” at relatively fixed points during most
of the war, these different currencies moved in more or less parallel
lines in Amsterdam. After March, 1919, when the artificial sup-
port to the pound, the franc, and other currencies was withdrawn,
the dollar pursued an independent course in the Netherlands. The
dollar rose to a premium; or, in other words, the guilder went to
a discount in New York. This decline was due in large part to the
relatively greater depreciation of the purchasing power of the
guilder in the Netherlands than that of the dollar 1n the United

tates. The decline continued until November, 1920, when the
guilder was quoted at about 30 cents.

A rapid recovery took place in the first part of 1921 when the
guilder by May had risen to over 35 cents. This recovery was
short-lived and exchange rates by the end of the summer were down
almost to where they had been in 1920. However, this decline
marked the end of very great depreciation of the guilder and rates
rose m&;idly in the last part of 1921. From that date until par was
reached at the end of 1924 the depreciation was seldom more than
2 or 3 cents to the guilder. In fact, at the end of 1922 the guilder
vglﬂs p{actically at par for a short time, although it did not remain
there long. '

A comparison between the depreciation of the guilder within the
Netherlands and that of the dollar in the United States is shown in
the purchasing-power parities eomputed from index numbers of
prices. These parities, based upon the index numbers of the
respective countries, are, as the name implies, parities according
to the purchasing power of the two currency units, each within its
own country.

The accompanying chart (No. 36) shows the purchasing-power
arities of the guilder and the dollar from 1920 teo.1925, and also
or comparative purposes, average current exchange rates. Two
curves for purchasing-power parities are shown, computed accord-
ing to two index numbers of prices for the United States, those of the
Federal Reserve Board, and those of the Bureau of Lahor Statistics.
From the middle of 1922-to the end of 1924 it will be noticed that
purchasing-power parities according to both curves were above
exchange rates; that is, the guilder, according to market exchange
rates, was depreciated to a greater extent than miﬁht be expected
from the internal depreciation of the guilder, i. e., from the rise in
prices within the Netherlands as compared to the rise in prices
within the United States. R

Since the latter part of 1924 exchange rates and purchasing-power
arities have been close together, which is as would be expected

act uniformity is not to be expected, since purchasing-power | ari-
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ties do not allow for such things as freight rates or tariff barriers.
Cheap goods within the Netherlands, for example, might not lead to
increased purchases of guilders in New York on account of tariff and
other barriers, and thus might not be refiected in exchange rates.
The fact that purchasing-power parities and exchan%(: rates are now
close together indicates a return to more normal conditions.®

Exchange rates by the end of 1924 had returned to par and, in

fact, the guilder was at a slight premium. During the first part of
1924 and the last few weeks of 1923 the guilder had been down to a
little below 37 cents. This was the period when almost all Euro-
pean currencies in New York were weak, and when the French franc
touched new low points; it wes when the flight of capital to the United
States took place in considerable quantities. During 1925 the guilder
has been practically at par.

Inasmuch as Holland at the end of April, 1925, returned to the
old standard, permitting the free exportation of gold, very great
luctyations in exchange rates are a thing of the past. The fluctua-

tions'may now be expected to be confined within the “gold points.”
Thus exchange rates upon the Netherlands will not depart far from
par. .

¢ For s diseassion of purchasing-power paritiss, soe Volums Y, especially pp. 36-39.



V. RETURN TO GOLD STANDARD

The Netherlands, simultaneously with Great Britsin, announced
on April 28, 1925, that the country was returning immediately to the
gold standard. The principal change introduced was the removal of
restrictions upon the exportation of gold. These restrictions had
been the principal interference with the gold standard. The step
was not entirely unexpected, since exchange rates between guilders
and dollars (i. e., gold) had been practically at par since the latter
part of 1924; in fact, the rates for guilders part of the time had been
above par.

The formal restoration of the gold standard in the Netherlands
marked an important step in the country’s financial and economic .
reconstruction following the disturbances of the war., Although the
Netherlands was not s participant in the war, the country did not
escape many of its consequences. The restoration of the gold stand~
ard 1n the Netherlands was necessary if Amsterdam was to retain its
position among the leading international financial centers of the world.

Amsterdam for many centuries has been an important financial and
trading market and was one of the earliest homes of banking, Down
to the present time Amsterdam has plafyed an important Eart in most
all international financial operations of consequence. The guilder is
one of the currencies which is quoted on the exchanges of most markets
where foreign trade transactions take place. Therefore, unless the
guilder had not been made a gold unit again, it could not have ex-
pecteéi to compete long with other gold units such as the dollar or
pound.

Before the war not much gold was in circulation in the Netherlands.
The Netherlands Bank adopted a policy of discouraging the hand-to-
hand circulation of gold ang retained its iOld reserve, as far as possi-
ble, to meet foreign demands. This policy will be continued, and
since gold has circulated scarcely at all since the middle of 1914 it
is not to be expected that gold will again appear in circulation in the
-Netherlands in any great quantities. L.

This policy of keeping gold out of circulation is significant. Cen-
tralizing gold in banis ermits greater expansion of credit and cur-
rency than when the gofd is scattered throughout the pockets of the
people. If such expansion takes place, the effect may be a cheapen-
ing of the value of gold; or, in other words, a rise in prices, unless
artificial control can counteract this result. If other countries fol-
low the lead of Great Britain and Holland in discouraging the circu-
lation of gold, an important economy in the use of gold will take
Elace and gold will tend to become centralized so that its value may

ecome altered.

The guilder, as already noted, is worth 40.2 cents in American
money, according to the gold par of the two currencies. This means
that there are 2.4875 guilders to the dollar, or that there is this many
times the amount of gold in the dollar as in the guilder. Since the
movement of gold between the United States and the Netherlands
and vice versa can now take place freely, the rates at which the two
currencies will exchange can not depart far from this gold par, the
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premium or the discount being approximately equal to the cost of
shx’FEmg %old. : i -
e gold reserve of the Netherlands Bank on April 14, 1925
amounted to 491,982,361 guilders, which was 54 per cent of the total
circulation at that date. This compares with a gold reserve of about
48 or 49 per cent prior to the war. Thus the bank is if a relatively
strong position as regards gold and is prepared to resume s{pecie
payments. The bank elso possesses a considerable amount -of for-
ign credits. The price level in the Netherlands has been relatively
stable since the first of 1922 and is approximately at the same level
as that of the United States: - These factors indicate that the Nether-
lands will have no difficulty in maintn.in.inén e gold standard.

The condition of the vernment’s finances is not unheslthy,
although budgetary deficits have not yet been removed. The defi-
cits have been reduced from s maximum of 490,000,000 guilders in
1918 to an estimated deficit for 1925 of 80,000,000 guilders (about
$32,000,000). . The following table shows the receipts and expendi-
tures of the Netherlands since 1910: '

Netherlands—Receipts and expenditures, 1910-1925
{Source: voor het der In of

w10 B11 }p 1012 w13 914 ms 1016 w7

----| 188, 781 787 | ;1,448 507 910 | 221,643 790 305
- }m ”g',m }:068 m%,ﬂlﬁ = 41,848 ”i%.uma a%'m
[

200,002 | 205,603 | 218, 401 | 227,423 | 245,571 | 203,492 | 300,

| 107,001 ["201, 160 | 208,001 | 210, 345 | 342, 585 | 241, 432 | 242,814 | 207,000
8,858 7,820 | 16,606 | 10,382 | "32,683 | 54,408 | "33, 067 | 40 681
8105 | 208, 650 | 266,060 | 380, 055

203, 047 | 208,400 | 24, 006 | 228,727 | 850,273 | 504,484 | 6593, 591 | 088, 006

3,865 | 2,887 | 11,264 | 11,304 | 113,702 | 240,098 | 223, 853 | 153,010

1920 1021 1023 10231 | 1024% | 1925%

360 | 613,605 | 608,303 | 507,404 | b0, 712 | 658,628 [ 600,02
12,1131 sess{ 16008| 4001081 40763 | 21088
184,084 | 05,287 49368 | 10,080 1000 5
810,762 | 709,245 | 069, 636 | 626, 707 | 600,422 | 611,078
0 | 444,078 | 013,081 | 631,180 32,022 | 015,830 605, 200
116,473 | 188,000 | 269,676 | 180,639 | 122,230 | 113,729 aosm
626 | 130,100 | 79,307 { 262,426 | 39,183 | 5,008 |

813,178 | 011,228 | 0900, 172 [1, 084,085 | 777, 242 | 742,848 | 601, 448
116,123 | 100,436 | 280,927 | 420,140 [ 160,475 | 101,028 ] 80,870

81,707 | 108,288 | 136,140 | 117,625 | 120,018 | 92,740 | ©7,88L
66,300 { 76,743 | 105,658 | 04,508 | 92,318 | 85,518 84,763

$Included in ordinary budget.
D f sinking-fund

? Estrrmataq vcol
stimated recoipts; expenditures as voted by the
1 Estimated receipts; expenditures asked bytzn treasury.
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Small deficits existed in the budget prior to the war, due largely
to educational and labor reforms which entailed greater expenditures.
‘While the Netherlands was not one of the combatants, she was never-
theless compelled to meet many extraordinary expenditures incident
to the war. The size of the army was increased and ermy and navy
expenditures:became greater. Another source of expenditures arose
from the efforts of the Government to keep prices of food low.
Through the Netherlands Oversea Trust Co., the Government
bought and sold grains, meats, and other foodstuffs. Furthermore,-
important sums were paid out in relief work, in unemployment
insurance benefits, and in caring for Belgian refugees. Expengitures
of the foreign service were heavier, since the Netherlands was con-
tinually being called upon to look after the interests of the belliger-
ents. Total expenditures in 1913 were 239,000,000 guilders, while
those in 1918 amounted to slightly over a billion guilders.” Esti-
mated expenditures for 1925 amount to 691,000,000 guilders,

In order to meet the additional expenditures growing out of the
war the Netherlands in 1916 introduced the war profits and the
defense taxes. The country already had an income tax, a personal

roperty tax, a tax on capital, a land tax, and an inheritancée tax.
ost of these taxes were increased shortly before the war to meet
the needs of growing expenditures. The new taxes adopted in 1916
yielded considerable revenue, but the total receipts of the Government
were insufficient to meet the heavy expenditures. In the first part
of 1919 the rates of progression of the income tax were raised. The
tax on capital was doubled and the four defense taxes of 1916, which
were about to expire, since they were given life originally for only
three years, were prolonged for four years more with some decrease
in the rates. Ingirect taxes have been increased, especially on
such articles as tobacco and alcohol. .

The Government is making a strenuous effort to balance the budget
and has reduced salaries and adopted other economies. Largely
through salary reductions the postal and railway budgets for 1925
will approximately balance. . .

On’ account of the deficits during and since the war the total in-
debtedness of the Government has increased considerably. The total
debt at the present time amounts to about a billion and a half dollars,
as compared to less than $500,000,000 before the war. Before the
war the total debt had been relatively constant for several years;
in fact, the funded debt had increased from only 1,082,564,000 at the
first of 1887 to 1,148,000,000 at the first of 1914. Of a floating debt
at the opening of the war amounting to 84,000,000 guilders, 69,000,000
represented advances to the East India colonies.

ost of the long-term issues of bonds since 1914 have been con-
solidation loans. oney to meet the current expenses was raised
by short-term bills, and later the short-term bills were consolidated
into long-term bonds. . i

At the end of April, 1924, Holland negotiated a loan in the United
States to the extent of $40,000,000. The bonds, issued at 9814, bear
6 per cent interest and are due the 1st of April, 1954. Interest and
principal are payable in United States gold dollars. The gm;goae of
this loan was to consolidate part of the floating debt of the Nether-
lands. The dollars were turned over to the Bank of the Netherlands
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and thus mcreased the fomth holdings of the bank, facilitatin
control over exchange rates. e following table shows the nation
debt of the Netherlands at the first of each year from 1913 to the
present.

Netherlands—National debl, 1913-1925
[Sonrce: Jaarcijters voor Nederland)

Total indebt- Total indebt-
Cansalidsted | Floating | Tot2) nde Consalidated | Floating | TO% I0de
Guilders | Guiliers Quizen | Guidens | Guitders
, 166,000,000 | 3,000,000 | 1, 3,183,000, 000 643, 000, 000 | 2, 826, 000, 000
, 148, 000, 000 | 15, 000, 000 | 1, 2, 569, 000, 000 514, 000, 000 | 3, 053, 000, 000
L, 140, 000, 000 174, 000,000 | 1, 2, 502, 000, 000 |839) 000, 000 | 3,341, 000, 000
1, 406, 000, 000 166, 000,000 | 1, 2,745,000, 000 (838, 000, 000 | 3, 583, 000, 000
1011... 000 (251,000,000 | I, | 2788, 000, 000 (53, 000, 000 | 3,371, 000, 000
000 (335,000,000 { 1, 2,929, 000, 000
101822 855 0%, 000 [gee, 000000 | 3




NORWAY ™
I. PRE-WAR CURRENCY

Norway was on the gold standard before the war, like the other
members” of the Scandinavian Monetary Union, Denmark and
Sweden. The standard monetary unit  was the krone, containing
0.44803 of a gram of gold 0.900 fine, and thus worth 26.798 cents in
United States money. The gold standard was introduced into Nor-
w&gl in 1876. . )

ittle gold was in hand to hand circulation before the war. Most
of it was held by the Bank of Norway. The currency in actusal use
consisted of notes of the Bank of Norway (which were in denomina-
tions as low as 5 kroner) and silver and other coins. ' Silver was
coined in denominations of 2, 1, 0.25, and 0.10 kroner, and could be
coined only for government account. Its supply being sufficiently
limited, it circulated on a parity with gold.

Norwsay signed the Scandinavian monetary convention in 1875
(Stveden and Denmark in 1873), and from that time onward the gold
and silver coins of Sweden and Denmark were lawful money also in
Norway. Scandinavian silver coin was legal tender only up to cer-
tain amounts in all three of the countries. The bank notes of the
Scandinavian central banks were also generally accepted at par in all
three countries. The three central %mnks eld balances for one
another, and sold drafts against those balances, usually at par. In
this way exchange rates between any two of the Scandinavian coun-
tries were kept ususally at par. )

The Bank of Norway (ﬁorges Bank) is the central bank of issue,
and maintains general control over the country’s credit structure. It
was established June 14, 1816, to replace the branch of the Danish
National Bank after the separation of Norway from Denmark. It
is & joint-stock bank with its shares privately owned. The cafxit,al
was secured by a tax on land, the landowners becoming shareholders
in proportion to their payments. The bank’s board of directors—
15 in all-~is appointed gy the Storthing (Parliament). The president
of the board, or managing director, is appointed by the Crown. o
actual administration of the bank is in the hands of the mana%'ng
director and four other directors designated by the Storthing. The
Government shares in the profits of the bank after the payment of
dividends of 8 per cent on the capital of 35,000,000 kroner.

‘The notes of the bank, which are legal tender, were redeemable in
a(:ld on demand until August 4, 1914, when on account of the war

e bank was relieved of its obiigs.tion to redeem in gold. Of the
total circulation, there was a fiduciary issue of 45,000,000
kroner® Beyond this amount, the notes had to be covered in full by

»

3 This section was prepared by Mr. Elmer Wood.

® The amount of the fiduciary issue has been raised at different times since then. It was first raised to
70,000,000 kroner, ‘The law of Nov. 28, 1920, fixad the amount at 250,000,000 kroner; a royal decree of Feb. 8,
1923, raised the amount to 275,000,000 kroner.
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gold and foreign balances payable in gold, provided that the balances
abroad should not exceed one third of the total reserve. Any excess
issues above these amounts were subject to & high tax so that they
would not continue outstanding.

The Bank of Norway does a general banking business. Because
of the fact that its deposit liubiEties and its notes are the reserve
basis for the private banks, it ean exercise a general control over
the entire credit structure. By regulating the amount of its own
advances—either in the form of rediscounts for banks, advances
‘to the Treasury, or purchases of commercial paper from private
individuals—the central bank can control the amount of the reserves
of the private banks, and so affect indirectly the amount of their
advances.

The gold in the country before the war was only a small per-
centage of the total media of payment. The bank consequently
endeavored to counteract any tendency of exchange rates to go above
the gold export point, in advance of an actual drain of gold. The
bank held II())reign bills and securities which it could sell in foreign
markets when necessary and so give support to Norwegian exchange.
If the tendency of exchange to go above the gold export point was
persistent, the bank exerted pressure on the money market, and
thus on the price level. That is to say, the bank kept the pur-
chasing power of the currency at such a level that foreigners were

to “buy” the currency at approximately its par value in
terms of their own currency.



II. CURRENCY, CREDIT, AND PRICE MOVEMERTS, 1914-1925

The gold standard ceased to exist in Norway in August, 1914, when
specie payments by the Bank of Norway were suspended. Incon-
vertibility was provided for by the provisional law of August 4, 1914,
which was superseded later by various orders in council.

During the crisis at the outbreak of the war the discount rate of
the bank was raised from 5 to 6 per cent, August 1,1914, and to 614
per cent on August 4. It was lowered again to 6 per cent on August
20, where it remained until May 26, 1915. Although Norway was
not a participant in the war, here relations with the belligerent
countries were so close that financial and business conditions in
Norway became greatly disturbed. There was an increased demand
for loans at the bank and also expansion of. the note circulation.
Demand deposits increased from less than 7,000,000 kroner at the
end of June, 1914, to over 14,000,000 kroner at the end of July, -
and to nearly 21,000,000 kroner at the end of August. The increase
in note circulation did not take place until August, and the expan-
sion was not relatively as great as in deposits. Notes outstanding
rose from about 124,000,000 kroner at the end of June, 1914, to a
little over 140,000,000 at the end of August. Loans and discounts
increased from about 79,000,000 at the end of June to 115,000,000
at the end of August, 1914, .

The principal items in the statements of the Bank of Ni orwaly are
shown 1n the accompanying chart (No. 37) from 1914 to date. It will
be noticed that the note circulation did not increase very greatly
until the latter part of 1915, and that during the first part of 1916
the increase was especially rapid. As the war progressed Norway
experienced considerable grosperit . The demand for Norwegian
products grew intensely, both at home and abroad. Profits were
good and business confidence was high. Many new enterprises were
started. h fre‘iﬁht rates brought prosperity to the shipping
industry. e result of these conditions was that there was a strong
demand for credit. Furthermore, large credits were granted to
foreign countries. Loans and discounts of the Bank of Norway
increased from about 71,000,000 kroner at the end of 1913 to about
429,000,000 kroner at the end of 1918. The note circulation increased
during the same period from about 108,000,000 kroner to about
436,000,000,

The discount rate of the Bank of Norway was fairly high during
most of this war period. It was less than 5 per cent only for a short
period and from December 13, 1917, to hfa 9, 1919, was main-
tained at 6 per cent. It is to be remembered, however, that Norway
vormelly had a higher rate of interest than many other countries.

Exchange rates on London, Paris, Hamburg, and New York were
st 8 discount in Norway except during the early part of the war.®

% Exchange rates on Hi t below par October, 1914; ! , 1915;
o e P T T S e T M i s
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CHART 37

BANKE OF NORWAY—NOTE CIRCULATION, LOANS AND DiscoUNTS, DEPOSITS, BALANCES WITH FOREIGN BANES, AND GoLD, MONTHLY, 1914-1925
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With the krone at & premium in foreign countries,-the tendency
was for gold to flow to Norway. Altho;lﬁh the gold embargo and
suspension of specie payments In practically all countries prevented
free gold movements to Norway, nevertheless, belligerent govern-
ments and central banks shipped gold to Norway to help pay for the

oods which they were purchasing there. The gold reserve of the
%tmk of Norway began to increase about the middle of 1915, and
grew rapidly during 1916. Most of the gold coming into the coun-
try went to the Bank of Norway. The gold reserve at the out-
break of the war amounted to about 44,000,000 kroner. At the
end of 1915 this reserve had inéreased to about 52,000,000, and at
the end of 1916 amounted to 123,000,000. The bank did not desire
to increase its gold reserve by such large amounts and asked the
Government to relieve it of its obligation to buy gold at the legha.l
rate. 'AccordjnFly, on'April 4, 1916, the Government relieved the
bank of its obligation to buy gold at the fixed rate. Although
forced purchases by the bank were abolished the bank continued to
acquire gold, as can be seen in the chart.

e purchase of gold by the bank tended toward inflation, because
bank notes and feposit credits—which serve as reserve for the
private banks—were given in return for the gold purchases. The
increased igold reserves of the bank also provided the basis for ex-
pansion of its own currency and credit. e enlarged gold reserves,
coupled with the premium on the Norweigian krone, gave the ap-
pearance of soundness. in the country’s credit position and thus
encouraged inflation. There appeared to be no danger of the bank
having to face a rapid drain of gold.

The inflation which took place in Norway was in part & result of
the issuance of government securities which went mnto the banks
and served as the basis for borrowing. The internal debt of Nor-
way increased from about 22,000,000 kroner at the end of Jume,
1913, to over 400,000,000 at the end of June, 1918, and to over a
billion kroner at the end of June, 1924. The deposits of the joint-
stock banks in Norway increased from 592,000,000 kroner at the
end of 1913 to 2,721,000,000 at the end of 1918. Deposits in savings
banks increased on the same dates from 607,000,000 to 1,566,000,000.

The laws in regard to the amount of bank note circulation which
mi§ht be outstanding were modified during the course of the war.
Before the war the bank was allowed to have a fiduciary issue of
45,000,000 kroner. Above this amount all the notes were to be
covered in full by gold and foreign balances payable in gold, the
foreign balances not to exceed one-third of the reserve. y excess
issues were subject to a tax. In November, 1920, the fiduciary
issue was mise«l to 250,000,000 kroner to take care of the large
issues which had already been made. This same law of 1920 pro--
vided that only gold held in vault by the bank could serve as reserve
for the notes. Thus foreign gold balances of the bank were no
longer available as cover. The law also provided for an extra-
ordinary issue of 100,000,000 kroner which was gradually to be
retired. This extraordinary issue was reduced Ja.nus.\z, 1921, to
80,000,000 kroner; July, 1921, to 50,000,000 kroner; and February,
1922, to 25,000,000 kroner, where it still remains.

Norway’s leading industries, shipping, lumber and wood: prod-
ucts, fishing and mining, depend to a large extent upon foreign mar-
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‘kets. During the war the foreign business had been greatly stimu-
lated by the commercial banks, which took an ective part in the
flotation of shares and debentures of new concerns besides financing
the current requirements of their customers. The general trade
depression of 1920-21 affected seriously each of the four basic indus-
tries of the country, through losses of foreign freight earnings, the
wholesale cancellation of foreign orders and contracts, and the sud-
den decline in demand for the surplus products of the country’s
export industries. In 1921 there were 1,061 business failures in
Norway, about ten times as many as in 1918, and almost immedi-
ately the commercial banks of the ¢ountry came to feel the adverse
turn of business. Following the failure of a number of smaller
banks the Centralbanken for Norge, one of the largest banks of the
country, early in 1922 found itself in difficulties and underwent
reconstruction involving a loan of 50,000,000 crowns supplied by
the State, the Bank of Norway, and the other leading private banks.
Later in the year similar action had to be taken in order to save the
Foreningsbanken, representing a merger of two powerful banks, the
Andresens Bank of Christiania and the Bergens Kreditbank of
Bergen. Another large bank which had to undergo reorganization
was the Norske Handelsbank, which likewise had sustained heavy
losses in its support of trade and industry.

Early in 1923 a new run on the banks?eveloped, which forced new
suspensions. In order to save the situation the Government passed
a bank administration act, which provided for the temporary public
administration for & period not exceeding one year of joint-stock
banks and savings banks which suspended payments, in case this
is considered necessary for the benefit of creditors and in the public
interest, provided the application by the bank is indorsed by the Bank
of Norway. During 1923 not less than 27 banks were placed under
public administration, while the aggregate number of all banks under
administration or liquidated as a result of the banking crisis of 192223
was not less than 25 per cent of the total number of all the banks in
the country, including three of the seven large banks.

No siecml provisions had been made by the Government to safe-
guard the interests of the foreign banks and other foreign creditors of
the banks under public administration. In the face o;'gtﬁ:e numerous
-and important bank failures this omission was thought to have
weakened the position of the Norwegian banks with their foreign cor-
respondents, and to have caused the temporary impairment of Nor-
wegian credit in foreign banking centers. Subsequently, therefore,
the Government announced that in order “to avoid an interruption
of regular business transactions with foreign banks” the Government
would see to it that existing liabilities due to ordinary exchanges of
goods between countries (i. e., documentary credits and export bills)
should be promptly honored. For the more recent period a general
but slow improvement in the banking situation has been taking place.
The Bank of Norway has come to exercise an administrative power
previously unknown, controlling, in the opening of 1924, the operation
of some 28 banking institutions under public edministration. The
bank followed a policy of credit restriction ‘l:g maintaining until
November, 1924, a 7 per cent discount rate and also “ played an active
part in the market in order to prevent unsound speculation in ex-
change.” The results of this active policy are seen in s gradual im-
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provement of business and the banking situation—and more recently
also in a substantial rise of the krone in the foreign exchange markets.
Prices began to rise in Norway promptly after the outbreak of the
war and by the end of 1914 wholesale prices had risen about 15 per
cent. This early rise in prices was a result largely of a scarcity of
commodities caused by the war. Prices continued to rise as the war
rogressed, reaching a high poini in September, 1920, of 425 (Decem-
er, 1913—June, 1914=100). This rise in prices during and after the
war was due in part to the scarcity of commodities, but more espe-
cially to the increase in purchasing t‘gower, i. e., an expansion of notes
and deposits. By the end of 1916 the price level had risen to 233 and
by the end of 1918 to 345. The discount rate of the Bank of Norway
was over 6 per cent from May 26, 1915, to December 13, 1917. The
rise in the discount rate at this latter date helped to check the course
of inflation. In 1919 there was a slight decline in prices; which was
followed, however, by & renewed upward movement in 1920, when
the high point of 425 was reached in Septembar.

CHART 238

NORWAY—WHOLESALE PRICES OM PAPER BASIS AND ON GOLD BaSm, MoNTHLY, 1920-1935

{Okonomisk Revus index numbers for Norway, 92 commodities, end of month, December, 1913-June,
1914==100; United States Bureau of Labar index numbers, 404 commodities, monthly average, 1013=100.]
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The accompanying chart (No. 38) shows the course of prices in
Norway from the first of 1920 to the present, and these same prices
converted to a theoretical gold basis. It will be noticed that the
Bnges converted to a gold basis correspond closely to those in the

nited States. Prices in Norway fell very sharply in the last fow
months of 1920 and the first part of 1921. This was part of a general
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fall in prices throughout the world, accompanying business depression
and liquidation. The decline in prices n Igz)nrwny continued until
January, 1923. The liquidation of credit and prices in Norway did
not go as far as it did in Sweden, although it was of considerable
extent and the country suffered severe depression.

Since January, 1923, prices in Norway have been gradually rising,
with some reactions. The rise has been from 220 in January, 1923,
t0 281 in February, 1925, followed by a decline to 276 in March, 1925.
This rise in prices which took place, especially in the first part of 1924,
was in the face of a discount rate at the Bank of Norway of 7 per cent
from November 10, 1923, to November, 1924. On the latter date the
rate was lowered to 614 per cent. Since the fall of 1924 the rise in
prices has not been of as great an extent as previously. When the
index numbers are reduced to a gold basis (1. e., discounted according
to thediscount on the krone in the exchange market) the pricelevelin
Norway and the price level in the United States are in close har-
mony, as can be seen in the preceding chart.



III. FOREIGN TRADE .

The merchandise imports of Norway for many years have regularly
exceeded the exports. The accompanying cﬁm (No. 39) shows
imports and exports since 1890, by values and quantities. The ex-
cess of imports 1s paid for %rincip»lly by shipping services furnished
to foreigners. Before the European war these two items nearly bal-
anced. . Norway was a debtor country, but a %arently the interest
and dividends that had to be remitted abroad before the war were
about offset by new loans to Norway. Of the total government debt
in 1913 of 363,000,000 kroner, 341,000,000 was foreign debt. The
followini;.able shows the excess of merchandise imports, and the
receipts from shipping services since.1910:
CHART %
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Norway—Ezxcess of merchandise imports and foreign shipping receipts
[Source: Norwegian Statlstical Yearbook)

Receipts from
Exocess of
Year merchandine | 2UPPIDE Serv- [ eorygye Debit
imports igners

Kroner K
10. 119, 500, 000 139,
117 170,300,000 [ 161,
12, 199, 100, 000 188,
13 159, 700, 000 218,
4. 167, 300, 000 211,
915_ 191,200,000 | 474,
1916. 365,300,000 | 1,062,
917 869,900,000 | 1, 107,
918_ 497, 500, 000 905,
18 1, 801,700,000 | 1,032,
b 1,786, 500,000 | 1,280,
192200000 825,600,000 | 544,
1 525, 000, 000 462,
1 519, 000, 000 483,
1 484, 100, 000 550,

After the outbreak of the war, imports and exports of merchandise
both increased. This was the result of the rise in prices, and also of
increased sales to belligerent countries. The fact that it was to a
large extent merely a reflection of higher prices is shown by the
decrease in physical quantities imported and exported during most
of the war years. On the other hand, because of higher freight rates
the tendency was to reduce shipments of more bulky articles.

Although™ the balance of merchandise imports increased con-
siderably during the war years, the receipts from foreign shipping
increased in even greater amount as a result largely of high freight
rates, so that the credit balance for the two items amounted to
1,680,000,000 kroner for the years 1914-1918. Net imports of gold
during this period amounte! to only about 78,000,000 kroner, so
that Norway received payment for the shipping services in other ways
to an important extent. There was a return to Norway of Nor-
wegian securities. Also, there was the purchase (in Norway) of
fox:l'{lgsn securities, and the extension of foreign credits by Norwegian

" h

In 1919 and 1920, a very great increase in import values took place.
The excess of imports for these two years amounted to three and one-
half billion kroner. Although receipts from foreign shipping con-
tinued large, they were insufficient to pay for the large excess of
imports, and the debit balanee of these two items for the two years
amounted  to 1,276,000,000 kroner. After 1920, import values
declined greatly, but export, values declined at the same time, so that
the excess of merchanﬁe imports, while it was much reduced, was
still lmﬁ]ej compared to pre-war figures. Furthermore, the depression
in the shipping trade led to a heavy decline in freight receipts, which
helfp to ﬁmy for the excess of merchandise imports. In fact, the decline
in freight receipts was in part responsible for the reduction in imports.
During the five years 1919-1923 the debit balance on account of
merchandise trade and receipts from foreign shipping amounted to
1,655,000,000 kroner.



CURRENCY AND FINANCIAL CONDITIONS—NORWAY 153

This large debit balance was offset in part by the liquidation of
foreign assets by the Norwegian banks. .Also, several loans were
floated in New York and London.

A large foreign floating debt existed during 1920 and 1921. For
instance, the $20,000,000 loan glmd in New York in 1921 was used
largely to liquidate floating debts on account of ships built for Nor-
way in England, ships contracted for at velg igh prices before ship-
ping became depressed. During 1924 shipbuilding contracts placed
abroad had a value of 128,000,000 crowns, of which 60,000,000 were
either paid in advance or were payable before January 1, 1925.
The following are the princi;Ell oans floated abroad II"? Norway
during the last five years. e net foreign debt of Norway on
October 1, 1924—Government and private—has been estimated at
1,600,000,000 crowns. .

Norway—Foreign borrowings

L
Borrower Yesr Amount N":&’u
City of C! :. 1020 $5, 000, 000 8
City of Bergen 1920 “, %. 000 8
Do 1922 £1, 000, 000 54
Do. 1922 $2, 000, 000 []
Clity of T : 1924 $2, 500, 000 4
Kingdom of Norway .- - 1920 | $20, 000, 000 8
Do. 1021 £4, 000, 000 L]
Do, 1922 $18, 000, 000 []
3 i mae
0
Do. 1925 $30, 000, 000 5%

The trade between Norway and Germany is of considerable size.
As before the war, Germany is now the chief source of the imports
into Norway. Next in importance as a source of imports is Great
Britain, followed by the Umted States, Sweden, and Denmark. The
trade with France is relatively small compared to that with the
countries mentioned above. The exports of Norway go largely to
Great Britain, followed by the Unif.ml> States, Germany, France, and
‘Sweden. Germany, which before the war was the second best cus-
tomer for Norwegian goods, has now yielded second place to the
Un’i‘tﬁd States. o

e principal export of Norway is paper and paper products.
Norway also exports large amounts of am‘!;nal foodppg)dugta, espe-
cially fish. In 1923 Norway exported about 155,000,000 kroner of
fish products. The imports of Norway consist principally of textile
fabrics, grains, coal, and coke. The following ta%less ow the foreign
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trade of Norway according to principal countries and according to
principal commodities:

Norway—Imports and exports of merchandise, by principal countrics, 1918, 1928,
and 1928

[Source: Norges Handel]

. 1913 1922 1923
Germany, oo 17¢ '066,000 Z{B 314, 000 Km’i’l’ 000
Great Britain and freland ug: 244, 000 372, 000 %’ sz& 000
United States 39,201,000 | 242, 450,000 223, 65, 000

weden 46, 328, 000 128, 049, 000 91, 063, 000
Denmark, 28, 347, 000 103, 920, 000 ), 390,
- 21, 081, 000 58, 504, 000 65,710, 000
elgium, ; 17, 926, 000 36, 464, 000 , 267,
France. .. ... ... 11T T 1 11, 719, 000 28, 579, 000 31, 528,000
ge 4,058, 000 22,315, 000 ) 699,
British East Indies 2,187, 000 11, 601, 000 20, 610, 000
Al other 5,165,000 | 102 272, 000 , 997,
Total, | 562,321,000 1,313,980,000 | 1,342 870,000
EXPORTS
Great Britaln and Ireland . 98,048,000 | 231,717,000 253, 048, 000
United States. 30, 211, 000 90, 340, 000 112, 150, 000
67, 228,000 76, 364, 000 78, 351, 000
¥ rance 14, 223, 000 55,107, 000 53, 455, 000
iweden. 26, 439, 000 52, 147, 000 52, 149, 000
Denmark. 9, 158, 000 , 801, 000 41, 416, 000
Belgium. 14, 660, 000 24, 808, 000 25, 447, 000
tralia ..o 0o0L Il 14, 406, 000 31, 600, 000 24, 483, 000
10, 548, 2, 344, 20, 072,000
12, 163, 000 19, 954, 000 17, 371, 000
80,000 | 149, 020,000 152, 105, 000
Total 302,613,000 | 787,390,000 830, 45, 000

Norway—Imports and exports of mer:dhandi‘;e, by principal commodities, 1918
and 192

{8ource: Norges Handel)

913 1923
TMPORTS Xroner
‘Textile fabrics. 45,160,100
Graing 04, 088, 200
Coal and coXe. 59, U34, 300
Ships, i ete. - 73, 204, 000
Colonial 29, 054, 500
Fat, oil, tar, etc - 37, 283, 300
Food of antmal origin. 16, 310, 600
Mef 38, 5680, 700
Frait, bles, ete. 11, 243, 000
Minnrge‘!n 6, 547, 100
EXPORTS
Paper and paper - 32, 48, 100
Fish and other food products of animal origin 132, 03, 300
Mineral 19, 68O, 100
Wood 85,700, 100
Fat, oll, tar, gum, etc. 16, 067, 900
Hides, skins, plumes, ete. 23, 567,000
Metals, raw and partly 17, 886, 100
Bhips, i i 7,813, 400
Metal 1,802, 700
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IV. EXCHANGE RATES AND PURCHASING POWER PARTIES

The Norwegian krone a.ccord.lnﬁ to its fidd par is worth about 26.8
cents in United States money. Before the war exchange rates were

ractically at par most of the time, since gold movements were free.
%pon the outbreak of war in 1914 the krone went to a discount in
most foreign markets, or, in other words, foreign currencies were at
a premium in Norway.

he high rates in' Norway for foreign exchange during the last

half of 1914 and the early part of 19I5 were due principally to a
E::cticnl refusal of banks in financial centers outside Norway to

iscount foreign bills. Inasmuch as Norway was a debtor in the
money markets of Paris and London, the difficulties of discountinﬁ
bills in those markets seriously curtailed the supgllsy of sterling an
francs in Norway. Dollar excha.nge was 2lso at a diseount in London
and Paris during the early days of the war, but the autumn shipping
of American cormmodities and the exportation of American gold to
Canada for the account of the Bank of England soon brought
dollars back to par. Consequently, the krone, being at a discount
in London, went to a discount in New York. - The following table
shows the percentage rates of exchange in Norway on some of the
leading countries during the early days of the war:

Norway—Per ge rates of exch y Christiania (Oslo) on ceriain couniries!
{Source: Norwegian Btatisticsl Yearhook)

High, High, Low, High, Low,
1914 1015 1015 916 1016

dreat Britain 106.83 107.90 84,25

> 100. 46 08.72 847 78.47 %4

france. 2 : 108.33 108, 33 86, 11 88. 54 75.00

108.67 | - 100.34 100. 01 uL3 88.34

Jnited States. 107.20 100.88 96504 100. 50 88.20
1 Rates for sight drafts.

By November, 1915, the krone was again at par in New York, rising
from a low point of 24.23 cents in February to 28.10 cents in Novem-
ber. It continued to rise rapidly during the spring of 1916 and in,
May, 1916, was over 31 cents. The accompanying chart (No, 40)
shows the course of New York exchange rates on Christiania (Oslo)
since the first of 1915.

. The factors responsible for the rise above par of the krone, be%in-
n.u:ig at the end of 1915, were essentially the same as those for Sweden
and Denmark., The belligerent nations, while making large purchases .
in Norway, curtailed the exportation of their own merchandise.
Trade restrictions upon the exportation of goods from Great Britain
and other countries reduced the demand for sterling and other bills
in Norwsay and thus tended to cause these currencies to go to a dis-,
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count. Part of the purchases by belligerent nations was paid for in
gold, but after April 4, 1916, the Bank of Norway was not obliged
to purchase gold at the legal rate. The following figures show the
gercenta.ge of par of the pound in Norway from 1914 t0 1923, It will

e noticed that in 1916, 1917, and 1918 the pound was continuously
below par: )

Norway—Percentage rates of mha?(a)e fj;l‘)” the pound sterling in Christiania
8l

[Source: Norwegian Btatistical Yearbook)

High Low Average High Low | Average
1 106.83 100. 00 101,71 f 101 104 63 92. 05 0. 78
1. 107. 99 2.2 101 43 140. 48 102. 43 123,85
1 96,92 84.25 9240 | 1921 174.84 107. 68 143.95
1 04.17 7104 86,95 15116 | 126.65 130,87
1 96. 09 79.57 85, 85 170.71 124.86 155 44

Sterling and other allied currencies received support in New
York during most of the war from American advances to the allied
governments. Before the United States entered the war the advances
were made by private American bapkers. After the United States
entered the war advances from the United States Government were
utilized in maintsining exchange. Norwegians, rather than accept
a large discount in selling sterling bills in Norway, could dispose of
their bills in New York, where exchange rates were maintained at the
high level of about $4.76 to the pound. But the dollar funds thus
obtained could not be used freely to purchase American goods to be
shipped to Norway because of export restrictions in the United
States and ship})inssdiﬂiculties in view of the submarine campaign.
Nor could the funds be drawn out in gold on account of the gold
embargo in the United States. Dollars, therefore, went to a discount.
in Norway along with sterling and other allied currencies.

The discount of the dollar in Norway was not due to reduced pur-
chasing power in the United States, i. e., a higher price level, since
prices in the United States had not risen to as great an extent as
those in Norway. In fact, prices in Norway were higher than in
either Great Britain or the UPnited States, as shown in the following
table:

Yearly average wholesale prices in Norway, the United States, and Great Britain
[Source: Federa! Reserve Bulletin)

United United
Btates | Norway Borl':a: States | Norway BorI':i‘n
Average i | Cenisl (Boon- Average e Ko (Eeon-

Statistics; index] Statisticsi Index)

Indez) ) | index) inder) Indes)
1913 100 206 1322 s
1914 08 |7V iE 8 282 23
1915 wf 1w 147 28 181
1016 17| 1z 19 23 150
1017, | s 154 23 @
918 Wl 1 160 20 174
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The premium in New York on kroner declined during the latter
art of 1918 when the end of the war appeared near, and in Novem-
er, 1918, the rates were down to par. After a slight rise, which

lasted only for a few weeks, the krone fell below par in Mm'cix, 1019,
and depreciated almost continuously during the entire year, being
quoted at less than 20 cents in December.- This fall of the krone,
which continued also during 1920 with a reaction in the spring, was
due largely to the removal of trade restrictions, resilting in large
orders being placed abroad by Norway, and was due also to the fact
that the artificial suEport given the allied eurrencies was removed
in March, 1919, so that after this time the greater rise of prices in
Norway than in the United States could exert its influence on ex-
change rates. This tEreai;er depreciation of the krone in Norway,
relative to that of the dollar 1n the United States, has been the
fundamental cause of the continued low value of the krone in New
York since shortly after the close of the war.

The relationship between the krone and the dollar on the basis of
the purchasing power of the two units is shown in computations of
purchasing-power parities prepared from index numbers of prices
injthe two countries. The accompanying chart (No. 41) shows
purchasing-power parities between the dollar and the krone since
the first of 1920, and shows also market exchange rates for com-
parative  purposes. According to the purchasing-power parity,

CHART 41
PowEz AWp BATxS oy EXCHANGE, MONTHLY, 1919-1025
[Purchasing Power Paritics based ¢n Okongmisk Revue index numbers for Norway, 82 commodif ®nd
of month. December, 1013-Fune, 1914w 100; aud Federal Reserve Board index numbers for United States,
104 commoditics, manthly averages, 1913=100] .
'or figures see Tablo
‘Cents per krane o o Centa per krone-
\__Par |268

N
”‘Adb.

1918 1919 1920 1921 1922 1923 1924 1925
51142--25t—sER 9, voL n—12°
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the krone was worth a little less than 20 cents at the first of 1920,
and as prices in Norway rose faster than in the United States during
this year, by the end of 1920 it was worth only 12.72 cents. At the
first of 1921 the krone rose in value in New York, due to & reduced
excess of imports and to foreign borrowing which had been teking
place.®* These factors increased the value of the krome in the ex-
change market, but inasmuch as the internal purchasing power of
the krone relative to that of the dollar had not increased, a funda-
mental basis for the rise in exchange rates was lacking, and exchange
rates by the fall of the year declined considerably, to & point ia
harmony with purchasing-power parities, 8s can be seen in the chart.
This overvaluation of the krone on the exchange market in the first
part_of 1921 led Norwegian importers to take advantage of the
relatively low price of foreign goods, and therefore raised the price of
dollar drafts. :

The shortage of foreign goods in Norway at the close of the war
and the removal of restrictions on the exportation of these goods
would have led to an even greater depreciation of the krone had
it not been for the accumulation of foreign bills and securities in
Norway which could now be used to purchase goods abroad.

Another factor which tended to depress the krone in the latter
sarp of 1920 was the money stringency in New York and London

uring the crisis and business dipre&ion. Individuals in these
financial centers endeavored to liquidate their holdings of kroner.
The decline in shipping receipts of Norwegian vessels after 1920
was also a factor which depressed the krone. Shipping receipts, as
already noted, declined from 1,280,000,000 kroner in 1920 to an
average of about 500,000,000 for the three years 1921-1923.

The fall of prices in Norway, which began Segtember,_1920, and
continued to the end of 1922, was of considerable magnitude, and
inasmuch as Ju'ices in Norway fell to a greater extent than did those
in the United States, quotations for kroner in New York rose. The
krone, according to its purchasing-power parity, was worth about 20
cents at the end of 1922. During 1923 and the first part of 1924,
hlti);vger, both purchasing-power parities and exchange rates de-
¢

During the last half of 1924 and the first part of 1925 _the krone
articipated in the general rise of exchange rates in New York.
his %eneral rise was a result partly of large loan flotations in the

United States and improved conditions in Kurope. The rise of the
krone was due also to the continued improvement in the shipping
trade. Since exchange rates for kroner during 1923 and 1924 were
depreciated considerably more than warranted by purchasing-
power parities, part of the rise of the krone in the latter part of 1924
and the first part of 1925 was merely the removal of the under-
valuation of the krone in the exchange market. Purchasing-power
parities and exchange rates are now in close agreement so that
existing exchange rates seem to be fairly normal in view of the
underlying conditions. .

% At the end of 1920 Norwsy botrowed $20,000,000 ip the United Btates.



_V. STABILIZATION

The Norwegian krone at the present time is worth & little less than
17 cents in American money, compared to its pre-war gold par of 26.80
cents. The present depreciation of the krone in exchange rates is
merely a reflection of the depreciation of the krone within Norwey.
The external and internal depreciation of the krone at present are of
about the same extent.

The question of currency reform in Norway centers around the ques-

tion of at what level the krone should be stabilized, whether it would =

be preferable to reduce the price level and restore the former purchas-
ing power of the krone, or whether it would be better to maintain the
krone at its present lovel. The question is thus one of devaluation
versus deflation. The krone has lost about one-third of its former
glli;ichasing ower, and to raise it by this amount would be & most
ifficult task and one which would be accompanied by severe disturb-
ances and depression to the business and industry of the country. A
declining price level, even if gradual and spread over 4 considerable
eriod of time, is not conducive to prosperity. Furthermore, it inter-
eres with the relations between debtors and creditors, debtors being
called upon to pay back units more valuable than those they borrowed.
Business in Norway has become adjusted to the present level of values
a::ld would find readjustment to a new level a source of serious diffi-
culty. ' :
A further question in regard to determining the level at which to
stabilize the krone is that regarding the repayment of the Government
debt. If the debt is to be repaid m gold kroner the burden becomes
much greater. Norway, no doubt, is in a sufficiently strong position
to meet the tax burden necessary to pay interest and to amortize the
debt in ﬁold at the old par, but since a ln.rie part of this mone({ was
borrowed by the Government at a time when the krone was depre-
ciated in value, paying back on the gold basis would require the Gov-
ernment to repay grester purchasing power than was borrowed:
Justice, therefore, does not require that the Government should pay
back its debt in gold kroner. “An equitable revaluation, worked out
on the basis of the internal value of the money at the time & particular
loan was contracted could be arranged. gimilar scale could be
applied also to the repayment of g)rivat.e debts within' Norway, eon-
tracted at & time when the purchasing power of the krone differed
considersbly from that at present. e question of repayment of
debts is the chief hindrance to devaluation of the krone, and thus to
currency stabilization and return to the gold standard. .

The selection of & new gold par for the krone is not very difficult,
and several guides for this are available. Current exchange rates on
gold-standard countries provide & useful index of the present gold
value of the krone. Also, purchasing-power parities—parities on the
basis of the purchasing power ofat.ﬂhnﬁ:rone compared to that of gold-
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currency units— are serviceable in determining the gold value of the
krone. " According to exchange rates for dollars, the krone is worth
between 16 and 17 cents, which is about the ~ame as the value indi-
ccated by purchasing-power parities.

A method of procedure in stabilization would be for Norway to
announce & rate at which the krone would be maintained, a rate in
agreement with existing rates of exchange and purchasing-power
parities. Norway would have little difficulty in maintaining thi
rate, inasmuch as prevailing exchange rates do not seem to be out of
harmony with fundamental conditions as they exist in Norway to-day.
Stabilizing the krone at the present level would be introducing a new
currency unit into Europe, a unit determined more or less by accident
and one which might not be desirable for Norway as a permanent unit.
Therefore, & new gold unit in harmony with other currency units
could be selected and introduced in place of the present krone, the
rate of exchange between the two being determined by simple arith-
metic. Thus, if a 50-cent dgold unit were adopted and the krone
stabilized at its present level of a little over 16 cents, approximately
three of the Rresent kroner would be exchanged for one of the new
gold units. Adjustments of wages and prices to the new unit would
take place also by simple arithmetic.

The return of Sweden, Great Britain, and the Netherlands to the
gold basis, and stabilization by Denmark, Germany, Russia, and other
neighboring countries to Norway makes an early solution of the cur-
rencg question in Norway very desirable.

The gold reserve (when en at its nominal value) of the Bank
of Norway at the present time amounts to about 39 per cent of the
note circulation, compared with 36 per cent in Junme, '1914. In
addition to gold in its vaults to the extent of about 147,000,000
kroner, the bank holds balances with foreign banks to the extent
of about 57,000,000 kroner, The note circulation outstanding April
22, 1925, amounted to sbout 373,000,000 kroner. If the gold
reserve is computed according to its value in paper kroner, it amounts
to over one-half more, or the equivalent of about 232,000,000 kroner
(about 62 per cent of the notes). The Bank of Norway, therefore,
is not in & weak position as r?igards gold backing for ite notes and
could maintain the gold standard at the present level of values.
Improvement in the shi })in industry and other industries impor-
tant to Norway also wﬂlp mci?itate currency reform.

The government finances of Norway have shown a considerable
deficit of receipts over expenditures. This deficit must be reduced
if healthy conditions are to prevail. Progress is being made in this
direction. During the war years, altho:%h ex"pilenditurm increased
by e amounts, revenues also increased, so that with the exeep-
tion of 1915 a surplus regularly occurred. In fact, not until 1920,
when exgenditures were increased very much more than revenues,
did a deficit afpﬁear

The debt of Norway has increased greatly since 1913, a large part
of the proceeds of the loans, however, going to productive purposes.
At the end of June, 1919, the total debt amounted to sbout
1,000,000,000 kroner, and at the end of June, 1924, to about
2,000,000,000 kroner. Part of this increased indebtedness, however,
is merely a reflection of the rise in prices; or, in otlrer words, of the
depreciation of the krone. The following tables show the receipts
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and ditures of Norway since 1910 and also the amounts of
the public debt:

Norway—Receipts and ﬂ:pmdl'lw;a, 1910-1924

[Boarce: Erbok for ot Norge. In of kroner]
Recelpts | “itires Frocceds! amortt-
Yoar endtng Jane 30—~ Auding gloss | Surplus | Deett | pog mtion of
loans sation loans
191 116,431 | 112, M5 5813 4, 506
191 123, 116,307 7,101 4,872 4,508
191 134,913 | 128,086 5,817 4,847
9% 155, 07 147, 94 7,10 5,604 5,082
1. 166,921 | 161,467 5,454 9, 041 5,249
1 182,872 | 203,137 2, 265 14,487 B, 157
D16, 226,656 | 212, 002 13,964 18,727 §, 608
7. 374,833 | 2085041 76,20 19,843 11,471
1 504,563 | 543,148 | 51,415 25, 200 14,425
1 718,930 { 708, 568 0,362 (] 68,728 5,957
- 904,240 | 952 136 157, 887 56, 235 5,966
750,682 | 891,798 143, 225 64, 601 4,499
630,007 | 758,775 125,920 75, 538 3,528
X 487,356 | 633,138 145, 782§ 58,866 4,155
Fi 02, 888
Norway—National debt, 1900-1924
{Souree: Arbok for Norge. In of kvoner]
Yeer ending June | Domestic; Foreign | 'Total Year ending June | Domesticy Foreign | Total
30— debt debt? debt debt dabtt debs
I 11,9021 219,163 231,085 || 1917. 108,643 | 346, 851 458,
), 401 304,924 11 1918, 400, 336,328 738,
1 16,341 | 312,957 329, 208 [} 1919. 76,175 | 331,863 | 1,008,
18, o0t 367,858 [} 1 792,266 | 337,339 | 1,129,
X 17,830 | 344, 966 362,806 [| 1921 782,249 | 433,711 { 1,215,
1 2, 30,701 | 262,743 || 1 815,186 | 402, 287 | 1,307, 4
1 2,92 336,473 357,304 1 010 | 538,398 | 1,419, 407
1 o7, 004 421, 1024 o] 000 § 948,700 | 2, 007, 700
L 05,745 | 367,231 422, 975
lCanvut«l to kroner at the rate of 5 kroner to the dollar, with the exception of the 1924 figure which
eonvenednm:: ducham'lpuvlmng on June w.lm.wm“.mtn.smwme,
eun:ldmbl piad axjsu%.nlu mmhmhlmm.vuywmbw'm



POLAND *
1. CURREKCY CONDITIONS PRIOR TO STABILIZATION

The Republic of Poland, which came into existence at the time of
the armistice in November, 1918, is composed of former parts of Ger-
many, Austria-Hungary, and Russia, territory which had constituted
in the main the Poland dismembered about 150 years ago by Russia
Austria, and Prussia. The independence of Poland was provide
for by the treaties of Versailles and of St. .Germain. The eastern
boundaries of the country were arranged in the treaty of Riga in 1920,
which ended the war between Poland and Russia. Upper Silesia
was transferred to Poland from Germany in June, 1922, under a deci-
sion of the League of Nations. In the spring of 1921 Poland adopted
& constitution providing for a Parliament of two chambers, the Diet
and the Senate, and provid.ini for a President with a seven-year
term. The President is elected by Parliament and appoints his cabi-
net of ministers.

Upon the outbreak of war in 1914 Germany invaded Russian or
Congress Poland and soon had taken over most of this section of
country, which was occupied until the armistice in 1918. In 1916 the
Germans introducegd & new currency into this section of Poland, the
German-Polish mark of 100 pfennigs. This was accomghshed through
the establishment of a government bank of issue, the Polsks Krajowa
Kasa Pozyczkows, or Polish State Loan Bank. Prior to this time,
the currency in Congress Poland had been the Russian ruble, which-
was legal tender.-

After the entry of the German troops, German marks began to
appear in circulation. The German Government paid the troops in
marks and the merks were spent locally lé{ the men. Also, property
in Poland, requisitioned by the German Government, was paid for in
German marks. The Polish Ef ulation received the marks but pre-
ferred Russian rubles, with which they were familiar, and disposed of
the marks as fpromptly as possible. Due to the German occupation
of this part of Russia (Congress Poland) the amount of ruble eircula~
tion available was limited, and since the demand for rubles was strong
the value of the ruble in terms of marks was high compared to what
it was in outside markets. In Galicia, which at this time belonged
to Austria, the Austrian krone circulated.

The bank established in Warsaw by the Germans in 1916 was
received with disfavor by the Polish people, and was looked upon as a

erman institution serving Germen interests. The Bank issued
German-Polish marks, paper currency which was declared to have a
value equivalent to that of the German mark. The German Gover-
nor-General of Warsaw in April, 1917, issued adecree demonet,izin§
the ruble and forbidding the quoting of prices, the transacting o
business, or the kesping of accounts in terms of rubles. Polish marks

17This sectlon was prepared by John Parke Young.
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and German marks were decreed the only legal money. These rigor-
ous measures on the part of the Governor-General sufficed to gain
general currency for the new Polish mark. .

After the armistice, when Poland became independent, the cur-
rency was very much confused, consisting of a variety of currency
units fluctuating in value in relation to each other. Posen or German
Poland, had the German mark; Galicia, or Austrian Poland, had the
krone of the Austro-Hungarian Bank; Congress, or Russian Poland,
had the German-Polish mark, and in the east beyond the German
occupied area, the Russian ruble. In some sections different curren-
cies were circulating side by side.

The Polish Government when it came into power took over the
bank formed by the Germans and accepted the bank’s note circula-
tion as the temporary currency of the country pending the issue of a
national currency. According to the treaty ofp St. Germain, Poland
was to convert the kronen of the Austro-Hungarian Bank circulating
in Poland into national currency. This conversion of kronen into
Polish marks was undertaken at a rate of 70 marks to 100 kronen.
The German marks in Poland were deprived of their legal tender
quality in the latter part of 1919, but few were in circulation at that
time, so that the new Polish mark and the former German-Polish
mark were the sole monetary units. . ‘

The history of Polish currency from the armistice until the sprin,
of 1924 is chiefly an account of continued fpuper money inflation an
accompanying depreciation in the value of the mark, both internally
and externally. %‘he depreciation of the mark was pra.ctically]' con-
tinuous, sometimes taking place precipitously and again more slowly.
The ecirculation of the Polish State Loan Bank at the end of 1918
amounted to a little over 1,000,000,000 marks. By the end of 1919
‘this had increased to over 5,000,000,000 marks, and by the end of
1920 to mnearly 50,000,000,000 marks. However, during this time
there was & withdrawal of German marks and other currencies from
Poland, and an extension of the area over which the Polish mark had
to circulate, so that a certain amount of increase was legitimate.
The currency continued to increase, as can be seen in Chart 42, and
from the following figures, until it reached & maximum of about
600,000,000,000,000 marks early in 1924.

Note circulation of Polish State Loan Bank (end of year; Polish marks)

1918 ... 1, 023, 800,000 | 1922__________ 793, 437, 500, 000
119, T 5, 318, 300, 000 | 1923__________ 125, 372, 000, 000, 000
1920__CTTTTTTITD 49, 361, 500, 000 | 1924 (Maxr. 31)_ 596, 244, 000, 000, 000
1921_TCTTITITTT 229, 537, 600, 000

The inflation took place largely as a result of advances to the Gov-
ernment by the Bank. On account of budgetary deficits the Govern-
ment had recourse to the Bank to supply its fiscal needs. The im-
portance of the government advances in the Bank’s statements as
compared to advances made to private individuals, can be seen
from the accompanying chart (No. 42). The almost parallel move-
ment of the curves representing mote circulation and advances to
the Government, is very striking, and shows how the large issues
oﬁ plz;p:rk money were caused by the Government borrowing from
the Bank. .
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CHART 42 b
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The financial burdens of the Government were heavy, and the
country was in a weak economic condition. When the German troops
were in possession of Poland a large amount of the industrial equip-
ment and raw materials were taken out of the country, so that when
the new Polish State came into existence it found the country stripped
of much necessary equipment. The railways and other industries
were in a deteriorated condition. The counb‘r{y had been the scene of
severe fighting and large areas had been laid waste. The expenses
of reconstruction and of organizing the new Government were thus
8 heavy burden upon the treasury. Furthermore, the armistice did
not end the war for Poland, but until 1920 the country was involved
in war with Russia.

The war with Soviet Russia was very costly and was the principal
factor in reducing Poland’s finances to & state of practical bankruptey
and in preventing the rehabilitation of the country. In the middle
of 1920 the Bolshevik troops invaded Poland and caused considerable
devastation. The Bolshevist invasion led to & run on the banks
and caused a general strin(giency of credit.? Individuals who were
unable to get sufficient funds from the private banks began turning
to the Polish State Loan Bank for accommodation after this time
and the increase in discounts and advances to private persons was
very marked, as can be seen in the chart (No. 42). The chart shows
how the advances to private parties rose sharplyin the last half of 1920,
and continued to increase along with the advances to the Govern-
ment and with the note circulation. Discounts at the bank exhibited
a gimilar increase beginning in the last half of 1920. .

The war with Russia came to an end in the fall of 1920 with the
defeat of the Bolshevists. By the treaty of Riga, Poland and Russia in
March, 1921, agreed to terms of peace. Russia agreed to pay Poland
30,000,000 rubles in gold for Poland’s share in the assets of the Rus-
sian State Bank. 1th hostilities ended, Poland now had an oppor-
tunity to organize and rehsbilitate the country. Although the Rus-
sian troops did not remove or requisition maclzinery and materials as
did the Germans, Poland was exhausted and industry was suffering
from the strain and ravages of the long period of war.

The demands upon the Polish treasury for conducting the war and
for various civil and other purposes were great, so that the total
expenses of the Government gurmg these years were very much more
than current revenues. The end of war, however, did not bring an
end to the deficits. The Government met its expenses b loans, by
the capital levy, by current revenues from taxation, and especially
11)3y Iirge issues of paper money advanced to the Government by the

ank.

During 1921 and 1922 the increases in paper money did not take
place as rapidly as during the two preceding years. This was partly
accounted for by the receipt of extraordinary revenue and by the
fact that the war with Russia had ended. However, inflation con-
tinued, and in the year 1923 the printing presses turned out such large

uantities of notes that the value of the mark seemed almost to
isappear. The total circulation increased from 793,000,000,000
marks at the end of 1922 to 125,000,000,000,000 marks at the end

* A moratorium was granted to protect the banks against s withdrawal of their funds.
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of 1923. In the spring of 1924 the maximum of about 600,000,000,-
000,000 was reached.

The effects of these large issues of paper money were, as would be
expected, & very great increase in the cost of living, depreciation of
the Polish mark in foreign countries, and greatly disturbed industrial
and economic conditions within Poland. e. fluctuations and
depreciation in the value of the mark were so great that business
became all but impossible. Chart 43 shows the rise in prices
charted on logarithmie scale, where equal vertical distances indicate
equal percentages of increase. It will be noticed that the rise in
prices from the middle of 1922 fo the spring of 1924 was very precipi-
tous. Corresponding index numbers for 1919 and 1920 are not
available. Tge rise m prices in 1919 and 1920, however, was not
as great as in the following years. ] )

E{)out 1921 people in Poland began to realize the effects of depre-

ciation, and in order to avoid loss thr:r‘::ih the depreciation of paper
money, resorted to the expedient of purchasing raw materials, manu-
factured articles, real estate, and various other articles the values
of which rose along with general prices. Some of these purchases
were made for speculation, and good profits are reported to have
“been made, due to the unevenness with which prices fluctuated.
" During 1921 and the first half of 1922 prices did not move upward
continuously. Inflation was at a slower rate during this period, since
the Government was receiving increased revenues, which improved
the general situation. The improvement, however, was only tempo-
rary. After the middle of 1922 prices rose very steeply. The follow-
in;ghare the index numbers of wholesale prices in Poland at the periods
indicated—dJanuary, 1914, equals 100:

57,046 | 1924—Jan. 81 . ... 252, 168, 000

348, 400 Feb. 28... - 248, 430, 000

142, 301, 000 Mar. 31._ -~ 245,278, 000
- Apr. 30 ... 242, 322, 000

The sbove chart shows also prices on the new zloty basis since
August, 1923. It will be noticed that since the fist of 1924, when
currency reform was undertaken, prices have been relatively stable.

In the middle of 1920 the general business depression throughout
the world added to Poland’s troubles, and industry there suffered
severely. Prices declined somewhat for a time, although the note
circulation continued to increase. Industry was inactive and unem-
ployment resulted. The textile trade was especially depressed and

.many of the mills were working only a few days a week. The political
and military situation in the middle of 1920 was unsatisfactory,
which also had a depressing effect upon industry. The business
depression continued in Poland through 1921 and to the middle of
1922. Some improvement then took place, but conditions since that
time have not been prosperous.
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CHART 43
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II. EXCHANGE BATES AND PURCHASING POWER PARITIES

The course of exchange rates in Poland during the first five years
of the country’s history was continually downward, the rates some-
times failing rapidly and again temporarily showing signs of stability.
Poland has close economic relations with Germany, and the Polish
mark for several years moved in sympathy with the German mark.
The two separated in the latter part of 1923, when the depreciation
of the German mark became more precipitous than that of the
Polish mark. The depreciation of the Polish mark, like that of the
German mark, is accounted for by very large issues of paper money.
Chart 42 above shows the relationship between exchange rates and the
note ¢irculation in Poland, exchange rates moving downward as the
note circulation and advances to the Government moved apward.

The Polish Government endeavored by various means to control
the depreciation of the mark, but as long as inflation continued none
of the efforts was successful. An office was established by the
Government to control exchange rates. This expedient was not
successful, since the rates established were too low to equilibrate
demand and supply, and requests for foreign bills frequently had to
be refused. As a result, the so-called ‘‘Black Exchange” came into
existence. This was an illegal market where forei% curTencies were
dealt in. The exchange rates prevailing on the ‘‘Black Exchange”
‘were always in excess of those of the government body.

The efforts to prevent exchange depreciation were futile, and the
interference by the Government was disturbing to trade. fmportem
found the procuring of foreign currencies difficult.’ Exchange rates
continued to fall and the office was soon abolished, only to come into
existence again, however, in a somewhat different form. Since the
official rates of exchange were usually below the market rates, export-
ers and others possessing foreign currencies were reluctant to dispose
of their currencies through the official channels.

Exchange control still continues. The right to deal in exchange is
restricted to the exchange banks or devisen banks and to exchange
commissioners, of whom there are 10 in different lPm'tss of the country.

hese various sgencies, which are authorized to deal in foreign

" exchange, endeavor to restrict the sales of bills to legal purposes. .

In the first part of 1921 exchange rates in New York on Poland
were more stable than previously, due largely to improved govern-
mental conditions in Poland and to the holding down of exchange
rates artificially. Other European currencies apparently were under-
valued in Poland at this time, and it is reported that foreign goods
were imported into Poland and sold at less t{’mn the cost of competing
Polish goods. The foreign goods came especially from Great Britain
and Germany. The stability in exchange rates in the spring of 1921
K]&s only temporary, and soon the rates were again falling more rapidly

an ever.

In the spring of 1923 the minister of finance attempted to prevent
further depreciation of the mark, and in this endeavor disposed of
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%art of the gold reserve and foreign assets of the Polish State Loan
ank, The efforts to stabilize exchange, however, again were
unsuccessful, and on the illicit exchange the rates for foreign currencies
showed a depreciation of the mark 20 or 30 per cent greater than that
shown in the official rates.

The banks which were obliged to quote the official rates did not
receive many foreign bills, since better rates could be obtained else-
where. With their suppfy of bills thus reduced, the banks were
unable to furnish foreign remittances even to individuals with a
license to purchase. The Government was forced to abandon the
drastic policy and in the middle of 1923 returned to the system of
permitting certain banks to sell bills for pu:]poses growing out of
commercial transactions, although nominal legal rates continued to be
fixed by the Government. With the inauguration of this more liberal
solicy, the rates of exchange fell rapidly. The rates prevailing were

etermined by the demand and supply of bills and not by artificial
measures. This new policy was wel%omed by business in Poland, and
the supply of drafts appeared ample.

The great drop in exchange rates which occurred in the last half of
1923 was caused by very large issues of paper money and a resulting
collapse of public confidence. The circulation increased from
3,566,649,100,000 marks on June 30, 1923, to 82,188,343,000,000
marks on December 20, 1923, and 528,913,418,744,000 by March 1
1924. In the first part of 1924 Poland stabilized the currency and
adopted the zloty as the unit with a gold par of 19.29 cents, the same
as the franc. The zloty was made the equivalent of 1,800,000 Polish
marks, which was in close harmony with eurrent ethange rates.
Since this time Poland has been successful in maintaining exchange
rates practically at par. The Bank of Poland holds balances abroad,
which are used in maintaining exchange rates. The reform measures
inaugurated in 1924 are discussed below.

The purchasing power parities of the mark with the dollar are
shown in Charts 44 and 45. The purchasing power parity is merely
the parity of the two currencies on the basis of purchasing power,
and is determined according to the relationship of the price levels in
the two countries. Since the Polish mark until 1924 had no real par
and was merely a paper unit, the gold par of the German mark, 23.82
cents, was used as a point of departure in the computations. The
German mark was introduced into present Poland during the German
occupation and became the basis for the Polish currency until the
zloty was introduced in 1924. The index numbers used are computed
on the basis of prices in terms of gold marks in 1914 as 100. 8t~
ever error may be introduced by the use of & more or less hypothetical
par is a constant amount all the time so that the movements of the
curve are unaffected, and only the absolute value is aitered.!

The purdmsinghpower parity curve, which shows the value of the
mark based on the relationship between the price level in Poland
and the price level in the United States, moves in very close ratio
to the curve showing market exchange rates. ection will show
that at the different dates the distance between the two curves is
fairly constant, even during the period of precipitous fall in 1923.

1 For a discomion of purchasing power parities and methods of calenlation, ses Volame I, pp. 36-20.
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Due to the sharp fall in the rates in 1923 the area inclosed between
the two curves is reduced, although the ratio of movement remained
fairly uniform most of the time.

The very similar movement in the two curves is accountable in
part to_artificial control over prices and exchange rates, Exact
uniformity in the curves is not to be expected, inasmuch as the
Y)rice indexes used reflect domestic prices in the respective countries.

omestic prices may not move imexact umformi(t{y with the prices of
articles which enter into international trade, and it is the prices of
these articles entering into international trade that influence exchange
rates. When the prices of such goods become cheap exports tend to
increase; on the other hand, when the prices of such goods are higher
within the country than prices of similar goods in other countries
imports tend to increase.

art 45 shows the purchasing power parities since the period of
stabilization began in 1924, The es gegin with Noveml?er, 1923,
since price index numbers on the zloty basis are available back to
this date. It will be noticed that the purchasing power parity curve
- bas gradually been approaching that of exchange rates.

CHART 45
POLAND—PURCHASING POWER PARITIES AND ExXcEANGE Batxs, MONTHLY, 1923-1928
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III. FOREIGN TRADE

) .
Foreign trade is impii)rtant. to Poland since Poland has very close
economic relations with the countries about her. Poland imports &
large amount of raw cotton and wool and makes them up into fabrics,
a large part of which are exported. Poland also imports tobacco,
manufactured metal products, skins, and various other articles. In
addition to textiles, Poland exports dpetroleum products, lumber and
wood manufactures, and various food products, such as sugar. Since
the acquisition of Upper Silesia in 1922, coal is also exported.
Imports into Poland come primarily from Germany (44 dper cent)
followed by the United States, Austria, Great Britain, and Czecho-
slovakia. About 50 per cent of Poland’s exports go to Germany;
then come Rumania, Austria, Great Britain, and Czechoslovakia.
The United States receives very little from Poland. As soon as nor-
mal eonditions in Russia and the Ukraine are restored, trade between
Poland and these countries will no doubt increase. Judging by pre-
war conditions, these countries may be expected to import from
Poland textiles, machinery, and other articles. Poland also will
doubtless have considerable transit trade between Russia and western
countries. The following table shows Poland’s trade with the principal
countries: '
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.

Poland—Imporis and exporis of merchandise by couniries
[Value in zlotys; 1 zloty=19.3 cents}

[Source: Annuaire du C: dels Polonaise—1922-23, p. X1
1022 1923
Per cont Per cent
Value | ‘of total Value | oftotal
IMPORTS
Qreat Britain 50, 307, 055 7.0 90, 529, 530 8.
ustria. : 85, 862, 282 10.2 96, 913, 749 8
55, 138,433 6. 63, 705,019 4
France. 36, 396, 689 4, 42, 955, 277 3.
) 312, 412, 506 87 486 204 43
3,485, 795 . , 916, 238 .
United States 131, 563, 690 15, 171,323, 137 18,
Argentine 4,719, 924 . , 187 .
Belgium 33, 573, 686 4. 15, 260, 398 1
Brazil, 6,519, 878 . 279, 557 .
Chile. 1,488,372 . 364, 128 .
China., 1,633,339 . , 637 .
British Indie, };: g’ {g ;' e }
Dutch Indies. 3,744,412 ! , 34 N
Norway. 3 8, 878, 002 L 547,063 .
ussia. 2,854, 904 . 889, 226 0
10, 529, 177 L 12, 645, 560 L
woden 2,240,617 . , 94, .
[urkey. 3,716,892 . 912,258 .
Hungary. 8, 618, 589 - , 306, .
tal; 15, 025, 488 1L 21,731, 349 L
Other 32,657,042 3 41,902, 572 3
‘Total g 845, 355,374 100.0 | 1,116,481,702 100.0
EXPORTS
Great Britain 28, 701, 761 4, 70, 041, 623 5.
Austris. 72,125,308 n 110, 949,378 9
31, 406, 020 4 57, 506, 537 4
France. 11, 818, 446 1. 24, 662, 227 2
1L 4
gnlled States. 5, 601, 185 . 8, 918, 087 .
ﬂ-';mnﬂ' , 1 M, 252,416 2
inland 10,744,171 1 9, 887, 614 .
8,985, 173 L 13,060, 1
Latvia. 11, 249, 431 L 24, 508, 612 2
Rossia . 20, 937,952 3 22,575,938 L
, 550 .4 9,700, .
Hungary. 18, 161, 618 28 19,112,612 1
taly. 2, 225,058 .3 8,801, .
Other 26, 890, 144 . 54,819,956 4
Total. 653, 150, 671 100.0 [ 1,195, 588, 652 100.0

Figures for Poland’s foreign trade are not verysatisfactory for several
reasons. Until 1922 value figures were not shown. Furthermore,
trade passing through Danzig was not included in Polish figures
until the latter part of 1922. “In the middle of 1922 Upper Silesia,
formerly belonging to Germany, became a part of Poland, according
to an award of the League of Nations. Coal from this district,
which formerly constituted a considerabls item in the imports into
Poland, disa; lrem‘ed from the import figures, and exports of coal
from Upper Silesia to other countries became a part of Polish exports.

. Quantity figures are unsatisfactory for a study of foreign trade,
since henv]y or bulky articles assume an undue importance. In the
case of Poland value figures are available only since the first of 1922.
Chart 46 shows imports and exports of Poland since the first of
1922, according to value, and Chart 47 shows imports and exports
since the first of 1920 according to quantity. Imports and exports
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(value) have been more or less in balance since the middle of 1922,
sometimes the excess being of imports and again of exports. During
the few iears prior to the middle of 1922, according to a%ua.ntity figures
and such value figures as sre uvn.ilnbie, Poland had an excess of
imports. The change in the country’s position after the- middie of
1922 appears to have been due in large measure to the acquisition of
Upper Silesia at this time, and the effect of exportations of coal and
industrial products from this newly acquired district. On the basis
of quantity Poland has had a large excess of exports since the mid-
dle of 1922. On the basis of value the excess has sometimes been
one way and sometimes the other; in recent months an excess of im-
ports has existed.

In Poland’s so-called invisible trade an important item is the money
sent home by Polish immigrants in the United States and in countries
in Europe. These remittances have been estimated to amount to
about thirty or forty million dollars annun.llg. Poland has also been
}i‘aying interest upon part of the external debt of about $300,000,000.

'he debt to the United States Government amounts to about $178,-
566,000. Funding arrangements in regard to this debt have been
concluded and have received formal ratification.

The wide fluctuations and depreciation in exchange rates which
existed until 1924 were very (Esturbing to Polish foreign trade.
When wide fluctuations existed, before a transaction could be com-
pleted exchange rates frequently became altered so that the trans-
action was no longer profitable.. In addition Government control
over exchange rates and over the buying and selling of bills inter-
fered with the conduct of foreign trade. Transportation and
communication difficulties were also a handicap to foreign trade.
Due to the depreciation of the mark, the Government collected
import duties with an agio which was increased as depreciation
became greater. Since the stabilization of the currency, it has been
possible to conduct foreign trade with a greater degree of certainty.

CHART 47
POLAND—IMPORTS AND oy M 1920-1925
. Quantity
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IV. STABILIZATION AND REFORM

Poland from the beginning of the country’s independence in 1918
desired to institute an independent currency system based upon
gold. The Polish mark was looked upon 2as an emergency currency
to be supplanted later by a stable curmnc{ In 1919 Poland adopt-
ed the zloty as the unit (zloto mea.n.ilff gold in Polish), the value of
the zloty to be equal to that of the gold franc. However, at this time
Poland did not attempt any real currency reform mvolving the intro-
duction of the new unit into circulation. -The zioty was to be, for
the time being, only a theoretical unit. The intention was later
to create a State bank which should issue currency in zlotys. The
creatién of such a bank was thought to be inopportune until fiscal
stability had been attained. .

Until 1924 the zloty was a theoretical unit used for Hnrposm of
computation to avoid the difficulties resulting from the fiuctuations
of the mark. In 1923 the Government issued bonds, half of each
bond being in terms of zlotys and the other half in terms of Polish
marks. arks were received in payment for the bonds at the rate
of one zloty for 1,400 marks. us a bond of 100,000 marks and
100 zlotys cost 240,000 marks. In June, 1923, the Government
began converting its statistics into zlotys, retroactively, using a rate
for each month based upon the price of rye and upon exc! rates for
Swiss francs. The value of the zloty was determined differently
at different times, but was based generally on a combination of the
graioe of rye and other commodities, with exchange rates for Swiss

nes. -

In the spring of 1924, after the organization of the Bank of Poland"
(Bank Polski), which took over the former Polish State Loan Bank,
zloty currency was put into circulation. According to the monetary
decree the zloty is equivalent to the gold franc, 1. e., 19.29 cents.*
The zloty is divided into 100 groszy. Gold coins have not yet been
minted, although it is the intention of Poland later to mint such
coins, Silver coins, however, have been minted and were put into
circulation in 1924. Some of these silver coins were minted for
Poland by the United States mint in Philadelphia, and others were
minted in Great Britain. Silver coins are legal tender only to the
amount of 100 zlotys. The Government may not issue silver cur-
mnciin excess of 8 m per capita. Nickel and bronze coins have
also been put into ci tion.

The conversion of marks into zlotys began in the spring of 1924,
after the cessation of infiation and the establishment of the new bank.
The exchange was made at the rate of 1,800,000 marks to the zloty,
which corresponded to the current exchange rates at that time (on
the basis of 19.29 cents to the zloty). This rate of 1,800,000 marks

# Thres thomsand snd ons bundred slotys o be struck from 1 kilogram of 0900 fine. ‘The
mm;du:mnamummn':mummsmhdmm
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was_established in February, 1924, at which time about 9,200,000
marks were worth $1. At 19.29 cents to the zloty this gives the rate
of about 1,800,000 marks to the zloty. The exchange of new zloty
currency for marks was carried out by the Bank of Poland. During
the few weeks when marks and zlotys circulated side by side con-
siderable confusion existed in makin, chmfe. The zloty notes are
the obligations of the Bank, and u.Ftimate y will be made redeem-
able on demand in gold.

During 1923 Poland witnessed Austria’s success in stabilizing the
currency, and the sentiment in Poland became favorable to the
immediate establishment of a central bank of issue. The establish-
ment of such a bank had been discussed in Poland for several years.
The Minister of Finance, who had been granted liberal powers in
January, 1924, decided upon the immediate establishment of a bank
of issue. The British financial adviser, Mr. E. Hilton Young, who
went to Poland in the latter part of 1923, when conditions were
gmticaﬂy at their worst, was opposed to the establishment of a

ank as a means of currency reform, until budgetary reform had
been accomplished, believing that currency reform would be pre-
mature and of uncertain success unless the Government’s finances
could be divorced from the currency system so that further issues
of paper money would not be made.

e Minister of Finance proceeded to the organization of the Bank
and opened subscriptions to its stock by the general public. Diffi-
culty was encountered at first in the sale of the shares to the lpublw,
but soon the entire capital of 100,000,000 zlotys was entirely sub-
seribéd. The Bank is a semiprivate institution, although controlled
by the Government. The stockholders of the Bank (all private
citizens) are to receive a dividend of 8 per cent, and above this the
profits are to be divided between the Government and the bank in
varying amounts.* Before. the payment of dividends, 10 per cent of
the annual net profits is carried to surplus. The Bank enjoys a
mongoly of note issue for 30 years, the notes being full legal tender.

Although the notes are to be convertible into gold, the date when
such convertibility is to begin is to be determined later. In this
connection article 47 of the %;llk’s statutes reads:

The date for the beginning of the convertibility of bank notes for gold coins
according to the monetary bill will be fixed by an order of the council of mini:
or the proposal of the Minister of Finance based on the resolution of the boal
of directors.

Thus the reform does not actually bring with it the complete gold
standard.

The Bank of Poland (Bank Polski) took over the affairs of the
former Polish State Loan Bank. The present bank is thus a con-
tinuation of the bank organized in Poland by Germany during the
period that Germany was in occupation of Poland.

. The minimum reserve which the Bank must hold against its notes
is 30 per cent and may consist of the following: (a) Gold bars or
coin; (b) foreign paper currencies which are not subject to nﬂmt
fluctuations; (c) checks, drafts, and balances in foreign ba: of
undoubted solvency, paysble in the above currencies. Items in (b)

4 In January, provisional dividend of 1 eent agroed apos.
lfmmvhlﬁ';ﬂywmhﬂdmﬂn‘m:hn':u.
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and () must be valued at their current exchange value in gold, and
must be net amounts, i. e., after deductions of the Bank’s liabilities
in foreign currencies. As soon as convertibility of bank notes in-
gold is established, only foreign currencies redeemable on'demand
1n gold can serve as cover for bank notes.
bove the 30 per cent minimum reserve, notes in circulation may
be secured by the following: (e¢) Bills of exchange and various
other securities; (3) silver according to its bullion value; (¢) Polish
silver and subsidiary coin at its face value, which amount, however,
must not exceed 5 per cent of the total notes outstanding; (d) the
noninterest-bearing credit of 50,000,000 zlotys granted the Govern-
ment for the privilege of issuing notes. This credit of 50,000,000
zlotys is the maximum amount the Bank may loan the Government.
A novel feature in regard to the Bank has been adopted in the tax
on the notes in circulation. The tax varies with the amount of gold
behind the notes, being greater as the gold cover “decreases and
becoming less as the gold increases. This arrangement differs from
that of the Federal reserve system, whereby a progressive tax is
levied when reserves fall below & legal minimum, in that the tax in
Poland is not a penalty tax when reserves fall below & certain point,
but is a permanent tax on all notes outstanding, the rate of taxation

va.x’l"yi.ng with the percentage of gold reserves.
e acecom tmyin.i chart (No. 48) shows the condition of the new
bank since it began business in May, 1924. It will be' noticed that

the note circulation increased greatly as conditions became stabilized.

CHART 48
BANK 0F POLAND—NOTE CIRCOLATION, T BALANCES WiTe FOREIGN BANKS, AND GOLD
RESERVES, MONTHLY, 1024-1025
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The gold reserve which the bank maintsins behind its motes is
gradually being increased. At the first of 1925 the gold reserve of
the Bank amounted to slightly over 100,000,000 zlotys, while the
note circulation amounted to about 550,000,000. The Bank also
held foreign currency and balances abroad to the extent of about
270,000,000 zlotys. Although at the present time the Bank does
not redeem the notes in gold, nevertheless the Bank has been success-
ful in maintaining their value on the exchange market practically at

ar. This has been possible chiefly because the Government is no
onger infiating the currencg by borrowing from the Bank. In fact,
such borrowings are prohibited by law, with the exception of the
noninterest-bearing credit to the Government to s maximum of
30,000,000 zlotys.

Chart 49 shows the gold value of the total note circulation of
Poland. This total value is obtained by multiplying the total note
circulation outstanding by the gold value of the unit on correspond-
ir:ﬁ dates. The total value has been computed according to two
different indices for the gold value of the unit—first, exchange rates
and, second, purchasing-power parities.

The total value of the circulation has shown interesting fluctua~
tions. When inflation and depreciation were at their worst, in 1923,
the total value was lowest. This was because the depreciation in
the value of the mark at this time was so great that it had even out-
stripped the rate of increase in the amount of notes outstanding.
People lost_confidence in the currency and in the Governments
financial policy, so that the rapidity with which the currency circu-
lated was %:eatly increased. The people did not desire to hold
money which was conl;inua.ll{l becoming of less value. The increase
in the rate of turnover, in the same way as though more currency
had been issued, thus made the depreciation greater.

As soon as the currency was stabilized in 1924 the total value
increased sharply, Business which formerly avoided the use of the
domestic money now did not hesitate to use it, so that the demand
for the currency was greater. The rate of turnover slowed down
and more currency was absorbed into circulation. Thus the gold
value of the total circulation increased. These same events trans-
pired first in Austria and later in Russia, Germany, and Hungary.

Poland has been faced with the task of uniting the different parts

of the country into s homogeneous State. The country which now
constitutes Poland, prior to 1918 was ruled by three different nations,
and the Polish population, with the exception of that in Austrian
Poland, had been prevented from participating in the administration
of government affairs. Thus the Polish people were inexperi-
enced in govemmentsl matters. Furthermore, the nations which
governed Poland had endeavored to suppress as far as possible the
1dea of Polish unity.
- The territory comprising Poland is rich in resources; it has exten-
sive forests, valuable mineral deposits, and a fertile soil, also petro-
leum fields and refineries. Poland has several important industries,
such as the textile, iron and steel, lumber, and sugar industries.
Although the economic background in Poland is satisfactory, the
Republic has not enjoyed much rosperity. Disturbed conditions
through}:ut Europe and within Polgnd 1meliylmve prevented any real
prosperity. : '
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An unhealthy condition of Polish government finances was the
chief disturbing factor in Poland. Now that government finances
are being established upon a more sound basis, and since budgetary
equilibrium is practically accomplished, considerable improvement
is taking place. The internal funded debt of Poland amounted to
$26,441,000 at the end of 1924. The external funded debt on the
same date amounted to the equivalent of $320,380,000.° In Janua
1925 Poland borrowed $35,000,000 in the United States. The bonds
were 25-year 8 per cent bonds and were issued to the public at 95.
The following res show the Polish debt, also the revenues and
cfexpenditures of Poland during the last four years and the estimates
or 1925,

Poland—National debt, 1919-1924

End of year
(Source: Rocznik Statystyki Kzeczypospolite] Polskle]]
{Millions of Polish marks)

Ttems o9 | 1900 1921 w2 1023 192414
Internal debt:
Funded—
e 4918 8t B z,m,.osz 418,246 | 185,950 | 100,750
cent_ ...
Sl?t Pl 2, mrm zo.m 1 ms.m
percent.... 3 1
Long term, 1920, § g %125 ’
per cent. 5,212,477 | 10,844,155 | 6,241,863
Premium losn, 4
ol et 930,256 | 1,991,614 | 4,903,176
conto o o 2% 7,050,000
Total funded..... 2,082,062 | 8,600,315 | 15,121,113 | 19,807,345 |
Floating—
Loans covered by
Paper money....., 6,825,000 | 50, 825, 000 |221, 000, 000 {675, 600, 000
Treasury bonds. 947,376 | 15,108, 197 | 47,945, 000
Total floating. ...| 6,825,000 | 60, 572,376 (236, 108, 107 (723, 546, 000
Total internal_._.| 8,857,052 | 69,262, 691 [251,220, 310 (743, 353, U5 3137, 064, 350
External debt:
United States—dollars_|116, 835, 144 1183, 675,310 (183, 475, 310 (184, 393, 262 1238, 205, 400
Eszﬁlﬁdm?' 795,216, 116 1924, 638, 543 [867, 671,338 [912; 455, 222 1891, 108, 222
i 1,620,853 | 3,851,045 | 3,847,251 | 4,520,818 44,830,828
36,325, 490 | 36,325,490 { 36,325,490 |............
16, 968, 232 | 15,988, 232 | 18, 208, 732 |75, 00D, 000 | ¢ 409, 000,000
1,259,605 | 1,250,605 )
17,600,000 | 17,800,000 | 18,218, 687 | 14,215, 686 19,089,830
Dlg:n;‘r. i 13,241,836 | 16,497,417 | 16,497,417 | ooeneeene.. 416,497,417
kroner. 4 4o
S'kveden_—swedhh 28,860 8,840 Mm
ront 45, )
8witzerlind—S wiss 173,080 | 5,805 5108
francs. 73, 600 73, 600 473, 600
Total external B 11, 840, 806, 400
1 Figures furnished by the Polish Legation, Washington. 1 As of Mar, ), 1925,
! Zloty. - - 1 As of May 1, 1024,

¢ This does not include obligations assumed by Poland under Ve lon with
former German and Austriap Provinces given u’; P‘;hnd. the treaty of Versailles In connection w



CURRENCY AND FINANCIAL CONDITIONS—POLAND 183

Poland—RBeceipts and expendiiures

[Converted from marks to oty on following besis: 1921, 1 sloty=303.75 marks. First quarter 1022, 1
sloty="513.52 k:nrn; second quarter, 0)1].40 marks; third quarter, 1,004.97 marks; and fourth guarter,

[Souros: Anmua dola Réx I me Anose, 1923]
1921 w2 9231 W2t - 20257
A g w1078 | 467,979 o . 1,481, 143
Btate i 14,413 14, 56 133, 530
{ 222 7 s8 : 856, 611
Total 5,311 | 530,428 | 426,000 | 1,708,000 | 1,081,884
EXPERDITURESB l
A 765,268 | 74,310 1,830,231
State enterprises________ T us | 14500 | 106, 343
[ - . 45,08
Total ) 880,852 | 87,318 | 1,119,800 | 1,629,000 | 1,981,508
Deflcit 535,541 | 848,885 | 602,000 N ..
Surpios. o ! 74, 600 351
[] o !

1 farnished Wi 3
l;!gma ! bytha-l’o!hh!muon, ‘ashington,
* Sugar, salt, tobacco, lottéries,

Polish budget—Estimate for 1926
{In Zlotys; 1 gloty~10.20 cents]

Revenues | Expendltures
President of the i 1,414,471
Dist and Senate.
tau‘mnlrnl
Pracsidium of the council of
mnlstry of—
ore(sn affalrs.
lnurl:n-
Finance.
Justice
Industry and
‘wnd State domaina, 25,493,208
Religion and public 8,710,352
'ublic works. - 21,501,412
Labor and social welfare. A
Agrarlan reform. 8 35, 742, 540
Total 1,481, 743, 435
ENTERPRISES
Pnuldlum of the councll of ministers:
Polish uenﬁ‘y 78,755
b Government printing offices. 139,119
Mi ;«;am' &mm—; iants, . 1, 000, 000
i war: plan
Ministry ot interlor: heaith esorta 1,057, ,
m.r{‘ industry and commerce:
@) Mining, amelting, and strial 4,639,451 614, 000
) Tel op and plant. 70, 534 20,
Minstr Tl TR0 80, o a0
nistry of
Ministry of ag::_uﬁum and State domalia Slata foresta. ... 40,971, 409 8,306,368
Ministry of labor and social wi
83 lla.hﬂems lor Invslldl in Plotrkow.caeeooeemnnead _l;é :g 62,450
‘Total 138, 530, 150 108, 342, 872
MONOPOLIES
Balt. 2, 1;3' %
5
T obascs X 161,776,300 "5, 669, 00~
Alcohol 174,050,000 | . 89,
lottary. 2
QGrand total y 1,061,884, 394 | 1,081, 502, 844
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Since the first of 1924 the revenues and expenditures of Poland have
been upon & gold basis and have been expressed in terms of the new
Polish unit, the zloty, which is the equivalent of the gold franc. This
change assisted the Government materially and permitted the balanc-
ing of the budget. When the currency was depreciating rapidly,
taxes were gathered in depreciated money and revenues did not in-
crease as rapidly as did expenditures. As the cost of living went up

" government salaries were increased, while the adjustment otg revenues
to depreciation was accomplished more slowly.  Railway rates also
did not keep pace with depreciation, and losses of the state railways
were a large item in the Government’s deficits.

The new cabinet formed at the end of 1923 was pledged to financial
reform. In January, 1924, the Premier, and also Minister of Finance,
Mr. Grabski, was given very broad powers in the field of finance for
a period of six months, during which time it was expected he would
accomplish considerable reform. He was authorized to change the
tax system, float loans, reform the currency, and do various other
things. These powers were later extended and expired at the first
of 1925, ing this time, the Polish National Bank was organized,
the currency stabilized, the debt to the United States funded, and
various other fiscal reforms introduced. A capital levy was also put
into effect which yielded considerable revenue.

The placing of revenues and expenditures upon a gold basis at the
first of 1924 was a very important move. Formerly revenues had
depreciated so rapidly that by the time they were collected they
were insufficient to meet the growing expenditures. In the spring.
of 1924 the budget was actually brought into balance. While since
this time some months have shown a deficit, the results at the close
of the year showed a surplus of revenue of about 74 million zlotys.
The position of the Government has continually been increasing in
strength, and present conditions are in marked contrast to the
chaotic conditions which prevailed during currency depreciation.
Although stabilization has been accomplished Poland has not yet
placed the currency completely upon the gold basis. Poland desires
the gold standard and intends ultimately to introduce convertibility
and the full gold standard.



RUSSIA!
+L PRE-WAR CURRENCY

At the outbreak of the Great War the Russian currency system
was based upon the gold ruble, which contained 11.94792 grains of
fine gold (asagainst 23.22 grains of fine gold in $1),and was equiva-
lent therefore to 51.455 cents of American money. This system was
adopted in 1897 under the direction of the Finance Minister, Witte.
Prior to that time Russia’s currency, while nominally on a silver
basis, was composed in fact largely of irredeemable paper, so-called
credit notes (kreditnye billéty), issued by the State bank. . Owing
to excessive issues of these State bank notes, especially during the
Russo-Turkish War of 1877-78, the foreign-exchange value of these
notesshad_declined below their normal par, the average exchange
value of the paper (credit) ruble for the years 1888 to 1895 being
about two-thirds of a ruble in gold.

After the Government had decided to place the circulation on a
gold basis, the bank accumulated gradually a gold reserve against
its outstanding notes. Between January 1, 1888, and January 1,
1897, the gold reserve of the bank was increased from 390,000,000 to
1,095,000,000 rubles. = This additional gold came in part from the
country’s own gold production, partly from customs duties, which
since 1877 were made payable in gold, but chiefiy*from foreign gold
Joans and the imports of the proceeds of these loans. In 1896 the
value of the existing half imperial (5 rubles) was fixed at 715 rubles
paper, and the State bank announced that it would redeem in gold in
the same ratio all its notes upon presentation. This secured the
stability of the paper ruble in terms of gold.

In 1897 a law was passed providing for the continued coinage of
the “ imperials” and half imperials at their former weight and fine-
ness, but with the new legends of 15 and 714 rubles, instead of the
former legends of 10 and 5 rubles. This change of the ratio was
tantamount to a one-third devaluation of the paper currency and a
corresponding raise of the value of the gold coins in terms of paper.

In November, 1897, the coinage of new gold coins of 5 rubles was
ordered, while in December; 1898, & new Fold piece of 10 rubles was
authorized, which soon superseded the older pieces and became the
standard gold coin of the country. Provision was also made for the
bank to issue and receive gold coin at the legally fixed ratios. In
- 1899 the law declared that the monetary system of Russia was hence-
forth to be based on gold. In addition to gold there also circulated
silver-and copper cons, which, however, were legal tender only in
limited amounts, -Moreover, the amount of silver coin in circulation
could not exceed 3 rubles per head of population, while a special
imperial order was requireg for additional issues of copper coins.

connection with the monetary reform, the Russian State Bank
underwent certain changes. This institytion, as its name implies, was

1 This section was prepared by Mr. M, L. Jacobeon.
185
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owned by the State, and after its reorganization in 1894 assumed
the functions of a modern central bank of issue, although continu-
ing operations under the direct control of the Minister of Finance.
In 1897 the former separation of the issue department from the bank-
ing department was abandoned and the accounts were merged into
one general balance sheet. The authorized maximum “ fiduciary ”
issue was fixed at 600,000,000 rubles, and of this amount one-half
had to be secured by gold; issues in excess of 600,000,000 rubles
could be made only when fully secured by gold. Silver could not
serve as note cover. Foreign bills and deposits were to be regarded as
gold, however. It was further stated in the act that note issues
were to be kept within limits strictly determined by the actual needs
of the money market, though the customary provision for commercial

aper to serve as part cover for note issues is not found in the

ussian act. The restrictive provisions were more rigorous than in
the bank acts of most other countries and were thought to be war-
ranted by the peculiar position of the bank, as a State institution,
subject to the control of the Minister of Finance, and thus more ex-
posed to political and administrative pressure than the privately
owned central banks in other countries. Experience even before the
Great War proved that these provisions while insuring adequate cover
for the note issues, made these issues inelastic and insufficiently re-
sponsive to normal trade requirements. The State bank notes were
unlimited legal tender, on a par with gold coin.

In accordance with the officially held view that the new gold stand-
ard could be made secure only 1f 2 sufficient amount of gold were
in actual circulation, the bank met the demand for currency by pay-
ing out gold. Between January 1, 1897, and January 1, 1914, the
volume of the outstanding circulation {exclusive of the amounts of
subsidiary silver and copper in the smaller denominations) increased
from 1,134,000,000 to 1,486,000,000 rubles. But while the amount of
bank notes in actual circulation during this period shows a decrease
from 1,068,000,000 to 578,000,000 rubles, the amount of gold coin in
circulation shows an increase from 86,000,000 to 775,000,000. Silver
coin of the larger denominations after reaching the point of satura-
tion in 1900, when over 145,000,000 rubles were outstanding, shows
a small decrease for the following years. The following table shows
the composition of the Russian circulation at the beginning of each
year from January 1, 1896, to January 1, 1916:

RuaM—Gold,‘suver, and paper money in circulation January 1, 1896, to
January 1, 1916

[Sonrce: Annual reports of the State bank. In miilions of rables)

Jao.1 | Gold|snvert| BaOK | poea) a1 | Goids Buvert] BATS | Total
1 10:83 | Loss 3 oino| nes|Lioe o83
1807 e 36.0 20.911,007.9 | 1,333.8 624 11961 L, 154.7| 1,806.7
¥ wis| ol solo|izy st 1| 105 | LoeT1] K787
1 450.4 | 121.5 06L8 | 1, 2347 580.9) 1125)1,173811,807.2
1 641.3 | 1453 4911 1,211.7 64L.7F 1159} L2345 1,99021
1 ey | ua7| mssol s 58| n17.6] Lams | 2o o
190 094.2] 1403 54241 1,379 628.7 ) 120.5f 1,494.8 | 2.24.0
3 9| 15| s renz Wzl 127 Lesi7| amie
bt 7.8 | 1332 578.4 | 1,486.4 450.8 | ML2|2M068|3,547.8
1905 ese| 1230| 837|503 wol WS4 nees|amat
1908201 8.8 134 | L2075 | L1 7

lP:’xsnmdomunmntoleniumdmddnwnwlmwdmﬂsnmln'nnnmmbynm:al
records.
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During the difficult years of the Russo-Japanese War and the
bsequent domestic disturb (1904-1907) the amount of out-
standing bank notes increased from 578,000,000 to 1,195,000,000
rubles, i. e., more than doubled, while the gold circulation actually
declined from 775,000,000 to 642,000,000 rubles. Additional note
issues during that period were made without specific cover almost
exclusively for Government account, though in accordance with the
provisions of the act, i. e., the amount of notes issued without legal
cover (largely gold) at no time during these three years exceeded
800,000,000 rubles. During the Japanese War the bank never sus-
pended specie payments. It goes without saying that these issues
were not * determined by the needs of the money market,” but were
made to supply the Government with the means of conducting the
war against Japan and later on to meet the extraordinary expendi-
tures caused by the revolutionary outbreaks within the country. But
the fact that the amounts of currency issued during these years did
not flow back to the bank tended to prove that the bank’s previons
issue poli:lyl had been excessively cautious. .

About the same time, i e., in 19034, the bank adopted a more
active policy in meeting the currency requirements of private trade
by increasing its note issues in the autumn months- when the crops
were being moved, following in this respect the example of other
banks of issue. This action was regarded as a new departure in op-
position circles, and the Government in an official statement under-
took to explain that these increases in the note issue were but of a
temporary seasonal character and in no way endangered the status
of the bank, since the newly issued notes after the marketing of the
crops were sure to flow back to the bank. It was in this manner
that the Russian bank note issues partook of some element of elas-
ticity, though the “spread” between the high and low figures of
note circulation before the war at no time was in excess of 300,-
01(1)0,000 rubles, the maximum of uncovered note issue permitted by
the act.

As a rule the volume of outstanding notes during the years imme-
diately preceding the Great War was largest in October, when gen-
eral business showed the largest volume, and smallest in July, when
general business was at its lowest point. At the time of the adop-
tion of the gold standard in 1897 the bank’s gold reserve was in-
excess of 1,000,000,000 rubles, a substantial portion of which was
held abroad, larﬂzy in the form of demand gold deposits with for-
eign leading These balances represented mainly assignments
to the bank by the State Treasury of sums realized or about to be
realized from foreign loans, the equivalents of which were delivered
to the Treasury by the bank at home in the shape of its notes.
Foreign balances of the State bank served largely the fiscal pur-
poses of the Government or else were drawn on to maintain the
stability of the exchanges. During the entire period since reorgan-
ization they were reckoned by the bank as part of the gold wover
against its outstanding notes. Between 1898 and 1904 the amounts
were relatively small; moreover, the outstanding notes were more
than fully secured b{l the amount of gold held in the vaults of the
bank. But during the period 1904-1907, as stated above, the bank
had to issue on Government account large smounts' of notes not
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covered by gold, although these uncovered notes were kept within
the legal limit of 300,000,000. As there was no legal provision
regarding any specific ‘coverage of these notes, they were found at
times to lack any specific cover, in particular the amount of un-
covered notes was found to be in excess of the bank’s bill portfolio,
the ultimate security being. long-term loans and other assets.

It should be borne in mind that commercial bills eligible for dis-
count at the Russian State bank might run 9 and even 12 months
and that other earning assets of the bank had an even less liquid
character. This relative lack of liquidity of the central bank’s
earning assets accounts largely for the peculiar reserve provisions
-of the bank act and also for the noted disinclination of the bank
to issue any but gold secured notes. In the following table are
shown the amounts of the State bank’s gold reserve held on the first
of the year from 1896 to 1916 under the twofold head of gold held
at home and gold held abroad.

Russia—Gold holdings of the Btate bank et home and abroad, Januery 1, 1896,
to January 1, 1916

* [Source: Annual reports of the State bank. In milllons of rubles)

Qold Gold Total Qold Qold Total

Jan. 1 held held old Jan. 1 held held gold
&t home | abroad ho{dlngl et home | abroad | holdings
044, 4 19.5 963.9 889.9 300.6 1,190.5
904.8 180.6 1,005. 4 48, 5 2i9.8 1,168.3
1,146.8 17.4 1,164.2 1,079.0 1410 L,220.0
290.3 161 1,005.4 1,173.6 240. 9 1,414.5
8334 5.4 8388 1,21.8| 2187 1,450.3
708.2 24.3 732.5 1,250.3 176.9 1,436.2
682.2 18.4 700.8 1,327.9 227.6 1,555.4
708.5 57.3 765.8 1,827.8 167.4 1,605.2
734.0 169.0 903.0 1,560.0 172.5 1,732.8
880.4 149.0 1,020.4 § 1016 ... .____.. 1,614.0 1 2,200 1

716.0 2.7 910.7




II. CURRENCY INFLATION AND GOVERNMENT FINANCES,
1914-1921

Immediately after the outbreak of the Great War the state bank
was relieved of its legal obligation to redeem its notes in gold, while
the maximum limit of its uncovered mote issue was raised from
300,000,000 to 1,500,000,000 rubles. Prior to the March, 1917, revo-
lution the limit was raised altogether five times to 6,500,000,000
rubles, while under the provisional revolutionary government until
its overthrow by the Bolsheviks in November, 1917, this limit was
raised five more times to a maximum of 16,500,000,000 rubles.
Furthermore, the bank was authorized to.discount short-term obliga-
tions of the state treasury issued to cover the war expenses. :

The' gold reserve of the bank at the beginning of the war, includ-
ing its gold holdings abroad (140.7 million rubles) amounted to
1,774.4 million rubles: In October, 1914, the bank shipped 75.3
million rubles of gold to England to serve as a basis for a war
credit. This credit was immediately utilized for the payment of war
orders placed in Great Britain and the United States. Further ship:
ments of £60,000,000 of gold were made to England in 1915, 1916, and
early in 1917, just before the revolution. Xn consideration of these -
shipments and with the view of enabling the Russien State Bank to
increase its note issue, the British Treasury agreed to open to the -
Russian Government a credit of £200,000,000, which was shown in
the accounts of the state bank as “gold held abroad.” Former
Assistant Minister of Finance Novitﬁgy‘ quotes the part of the
,agreement between the two Governments relating to the opening of .
this credit as follows: -

In view of the issue of Russian credit notes and as a temporary measure
untll the time when Russia shall have sfully idated its @ tie
debt, the British Gov: agrees to with the Russian Government
obligations of equal value to be transmitted by installments upon order of ‘the

Govi t to an not ing £200,000,000 in British cur-
rency (“en valuta britannique™). On the part of the Russian Government
these obligations shall ist of i bearing obligations of the Russian
Treasury. On the part of the British Government these obligations shall con-
sist of nontangible credits. - .

The effects of this agreement immediately became reflected in the
balance sheet of the Russian State Bank. In November, 1915, the
amount of gold held abroad by the bank showed.an increase of
almost 200,000,000 rubles. During December the amount almost
trebled, while at the end of June, 1916, the amount—1,588,600,000
rubles—for the first time was shown in excess of the amount of gold
held at home. In August, 1916, the total had increased to over
2,000,000,000 rubles, an amount larger than the total gold reserve of
the bank before the war, also in excess of the world output of gold
and the net gold imports into the United States for the previous two

1 Noviteky, Le Stock d'or de Ia Russie in the collection of esaays entitled *“Xa Dette
Publique de Ia Russle” (Paris, 1022), pp. 208-20D,

51142—251—sER 9, voL ——14 189
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years. Because of the fictitious character of this item, the total of
uncovered notes jssued by the bank under the old régime (i. e., to
March, 1917) must be increased by about 2,000,000,000 rubles.
Another new class of cover for bank notes issued since the out-
break of the war.is represented by discounted short-term obligations
of the Government, which mede their first appearance in the bal-
ance sheets of the bank about the middle of Kugust, 1914. By far
the larger portion of the notes issued during the war was secured
by these obligations. At the close of 1914 the bank held 663.1 million;
rubles of these obligations; at the close of 1915 its holdings bad |
gone up to 3,270.1 millions, and at the close of 1916 to 6,866 mil-:
lions, At the time of the fall of the old régime the total held
by the bank reached 7,882 millionss Under the Provisional Revolu-
tionary Government these holdings about doubled, reaching a to-
tal of 15,221.5 millions in QOctober 29, 1917, the date of the last bank
statement published before the overthrow of the Kérenski govern-
ment. Corresponding increases are shown by the total amounts of
outstanding notes, as may be seen from the following figures and
chart (no. 50): .
Russic—Notes outstanding

(Datea in parenthesis are according to l:he |G;'egarhn calendar which now prevails in
ussia,

.

Rubles
July 16 (29), 1914_. 1, 633, 348, 000
August 1 (14), 1014___.__. 2, 321, 062, 000
January 1 (14), 1915, 2 2, 046, 583, 000
January 1 (14), 1916, ] = b, 616, 824, 000
January 1 (14), 1917. 9, 097, 393, 000

ew

March 1 (14), 1917 , 949, 628, 000
‘October 16 (29), 1917, 18, 362, 167, 000

For the first two years of the war the figures of note circulation
are not fully indicative of the total volume of monetary circulation
in the country. In the first place, during the earlier period there
were still considerasble amounts of metallic money in actual cir-
culation, although hoarding of hard money, especially gold, began
as soon as the bank suspended gold payments. After a while silver
coins likewise began to disappear from circulation, so that by the
summer of 1915 a shortage of small change began to be felt all over
the country. This want of small change the Government tried to
meet about the end of 1915 by the issue of treasury paper stamps
or tokens of small denominations, which were declared to be legal
tender equally with small silver and copper coins. The appear-
ance of these paper tokens speedily completed the disappearance
from circulation of the remainder of metallic eurrency, 0 that since
the beginning of 1916 Russian currency came to consist only of
P

aper. .

In addition to the notes of the State bank and the fractional
paper currency issued by the treasury, there were injected into circu-
lation also short-term obligations of the State treasury. At first
these obligations were issued only to the State bank in exchange
for bank notes, though some part (724,000,000 rubles out of 3,200,
000,000 taken over from the Government in 1915) was placed by the
State bank with the private banks and the public at Jarge. Later on
these obligations were placed also directly in the open market by
being forced on contractors and purveyors of war supplies in pay-
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-

ment for services, materials, and goods furnished to the Government,
These obligations were discounted by the private banks, like any
other commercial and treasury bills, and soon became a sort of cur-
rency, the total sold in the open market to the end of 1916 being about
2,600,000,000 rubles, After the October revolution the Soviet
authorities put all the short-term obligations on a par with cur-
rency by enacting that further interest on -them was to cease.

During 1914 almost two-thirds of the budget deficit was covered
by note issues. During the next two years, although the deficit
was much larger, the Government was able to cover it to a large
extent by loan operations so that the percentage covered by note
issues declined to about one-third, and then tq one-quarter. But in
1917, a year of both war and revolution, this percentage rose to
nearly three-quarters of the budget deficit, as can be seen from the
following table: )

Russic—Revenues, expenditures, and note issues, and proportions of the annual
N deficits covered by note issues, 191p-1917* :
[in millions of rubles)

(2) (] (5)
)
[$}) Expendi- Deg:)ﬂa Note l;‘er mﬁ

Imsues 4
1914 2,061 4,850 1,808 1,282 [24
1915 3,001 11,562 8, 561 2,670 aa
1916 ;. B 4,345 18,101 13,750 3, 480 25
1017. 5,039 27,607 22,668 16, 4083 B

t Yorovski, Prof. L. N. On the Way to Monetary Reform (In Russian), Moscow, 1024, p.10.

The large note issues during the early period of the war affected
but little the purchasing power of the currency. On the contrary,
the closing of the European frontiers, which practically stopped the
exports of Russian grain and raw materials, caused at first a decline
in the domestic prices of these articles. On the other hand, industry
and trade, because of the large war requirements of the Government,
showed a large development; moreover, mobilization of a large pro-
portion of the country’s male population made necessary the pur-
chase in larger volume in the market of articles of common consump-
tion which before the war had been consumed within the household
without ever reaching the market. Gold, as mentioned before, went

. into hiding, and a corresponding amount of paper currency had to
talze its place in the total circulation of the country. An increase of
2,183,000,000 rubles in the note circulation in 1914 therefore hardly
caused any rise of prices during the early months of the war. How-
ever, in 1915 and 1916 prices rose considerably. .

Average retail prices in 1915 were about 30 per ¢ent -higher than
before the war, and by January 1, 1916, they were about 43 per cent
above the pre-war level. At the close of 1916 the price index had
risen to 294 (1913=100), and on the eve of the March revelution it
reached 815. The purchasing power of the paper ruble had thus
declined to about 32 gre—war kopeks (1 ruble = 100 kopeks). Prices, .
it is seen, nearly trebled, while the note circulation of the country
increased from 1,744,000,000 to 9,950,000,000 rubles, or nearly six-

p.‘a‘é 8. B, Russi and B 1814-1024, London, 1924,
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fold. The accompanying chart (No. 51) shows the movement 4;
prices since 1916. y
. It is probable that this divergence between the rates of increat
in the volume of note issues and the depreciation of the notes was du
in part to the diminished use of credit and credit instruments as th
result of the economic disorganization of the country, and also t
the considerable hoarding of paper money by the peasantry, whos
money income during the war years and even as late as 1918 wa
higher than ever before. Under the provisional government, i
1917, signs of the economic deterioration of the country as the resul
of prolonged warfare and domestic disturbences became more sn
more manifest. Labar productivity declined, transportation lagge
in a dangerous degree, the war industries could be kept going only b:
the payment of increasing subsidies, proceeds from taxation decline
perceptibly, while Government expenses continued to inerease, an
Government credit, as shown by the very moderate success of th
Russian Liberty loan, showed all the marks of exhaustion. Durin;
1917 about 73 per cent of the deficit had to be met by further not
issues, and at the time of the overthrow of the provisional govern
ment in the first week of November, 1917, the amount of outstanding
notes had risen to nearly 19,000,000,000 rubles, having almost double«
during the eight months the provisional government had been i1
power. During this period the rise of prices had more than kep
pace with the increase in the volume of note circulation. The No
vember 1, 1917, retail price index was 1,020, compared with 315 or
March 1 of the same year; at the time of the November revolutior
the ruble was thus worth 10 pre-war kopecks. i
The ruble’s foreign exchange value during the three years fol:
lowing the outbreak of the war reflected only imperfectly the pro:
. Eressive fall of the domestic purchasin[; power of the ruble. In th(
rst place, while the ruble was never *pegged” directly, it is evi:
dent that the pegging of the allied currencies must have indirectly
benefited the Russian ruble in the foreign exchange markets. On
the other hand, the vicissitudes of the war, particularly the successed
and reverses of the Russian armies, undoubtedly affected to a con!
siderable extent the foreign quotations of the ruble, while the pracq
tical suspension of Russian exports to Europe following the out-
break of the war was & most important factor in depressing the ex-
change value of the ruble. The accompanying chart (No. 52) shows
exchange rates in New York 1914-1918. i
During 1915 the average exchange value of the ruble in Nevﬁj
Yerk declined from about 43 cents to about 31 cents; the December
uotation being about 40 per cent below par. Its value remained
airly constant around 30 cents in 1916, and slightly below this
level during the early months of 1917. The March revolution pro-
duced no sudden fall in the rate of exchange and it was only in
May that the ruble began its rapid decline. In October 1917
the New York average quotation of the ruble was 14.504 cents,
while its purchasing power parity, i. e. the theoretical purchasing
power of the ruble in terms of dollars—considering the rise of
prices in the United States and in Russia—was about 12.5 cents.

H
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Purchasing power parities for the period 1916-1922 are shown in the
accompanying chart (No. 53). i

- Umﬂ;n the Soviet régime which began in November 1917, cur-
rency inflation assumed increasingly large proportions, since during
the three years of the new régime practlcn.ll{) the entire money
deficit of the State budget was being covered by mote issues, as
may be seen from the following figures:

Russia , itures, and note issues,' 1918 to 1921
[In millions of paper rables]
' Additional
‘Rtate ex-
State revenuey Deflcit Dote Issuey
. penditure during year
»

1018, 15, 580 40, 706 381,128 - 38,500
1919, 48, 659 215, 402 180, 443 164,200
..... 150, 604 1, 216, 150 1, 055, 556 943, 600
1921. 4, 139,900 26, 076, 816 21, 936, 916 16.376, 300

¥
1 Kateenallenbaum. Op. cit., p. 60. .

CHART 82
RUsaia—ExXcHANGEIRATES JHIGH AND Low, MONTHLY, 1914-1018
. New York an Petrograd; bankers’ sight bills .«
Cents per rubles . ) [For figures see Table 82) Cents per rble

&0 80

PAR 51.45 CENTS .
30 %

20

o

1914 1915 1916 1917 1918

Nationalization of industry, transport, domestie and foreign trade,
and banking were proclaimed by the new Government soon after
its accession to dpowex' in the latter part of 1917, and all the processes
of mining and industrial production, also of exchange and dis-
tribution, were concentrate({) in the hands of the State. All trade
and commerce were nationalized by the decree of June 28, 1918.
Free trade, in the sense of exchange of commodities for money at
&x;lces agreed between buyer and seller, was officially abolished; the

vernment became the only seller, and it fixed the prices and ar-
_ranged the terms of exchange. Only agricultural production wasleft
uncontrolled in the hands of the peasants; but the products of the
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soil—except the portion required to support the peasants and their
families—together with those of the nationalized industry, were to go
into a common State fund, thence to be distributed according to &
%eneral lan on the basis of public requirements and class principles.
ommodity markets, with their free prices, were regarged as an
outlived economic category and merely standing in the way of the
newly forming communist system. TKey were to be tolerated only
to the extent that small industries could not be fully nationalized or
subjected to State control. .
Realization in money form of the products of the State establish-
ments, or payment in money for services or raw materials furnished
them Ly other branches of the Government, gradually lost all prac-
tical importance, for the consumers of these articles were largely State
establishments, and their workmen or employees who in turn received
their wages and salaries from the same establishments. Moreover,
“distribution, to the extent that it was made in money, was made at
fixed prices, which showed a steadily increasing laﬁ behind the mar-
ket prices and therefore no longer represented the money equiva-
lents of the products and services rendered. Accordingly the Gov-
ernment before long adopted the principle of gratuitous distribution.
Thus, in October, 1920, it was proposed to abolish payments by State
institutions and establishments for the use of all public services,
including postal, telegraph, telephone, water, gas, electricity, fuel,
and for articles of food furmshed by the commissariat of food supply;
also for the use by State workers of living quarters in the national-
ized or municipalized apartments. Not merely were cash payments
abolished, but even no bookkeeping or accounting entries with respect
to these items were to be made. Ebout the same time traffic on rail-
roads and waterways was declared free. Under these conditions any
imposition of money taxes on production, exchange, or even con-
sumption became unnecessary and in most cases even impracticable.
Reform of taxation with the view of adapting it to the changed
economic conditions continued for some time after, and in April,
1921, almost on the eve of the adoption of the “new economic
policy,” the collection of money taxes was altogether discontinued.
According to semi-official estimates, gited by Yurovski,* expected
receipts from taxes in the 1918 budget were 153.2 millions in terms
of “gold ” rubles (calculated on the basis of the Labor Office Index),
in 1919 they were 10.2 million rubles, and in 1920 only 0.2 rubles.
Actual receipts were even smaller.. With the gradual disspfear-
ance of money receipts from taxation, monetary expenses of the
Government more and more had to be met by note issues. For
money was needed to conduct the war operations on the various
fronts during the civil war period, since the financing of the
war could not be done merely by means of those products which
were obtained from the grain monopoly, the nationalized indus-
tries, from requisitions and confiscations. Money was also re-
unired for maintaining the various organs of state administration,
or financing the transport service and the various state industries
which were operating at a loss. The only means of covering these
monetary expenses under the given conditions was the issue of notes,
though with the gradual change from a money to a moneyless econ-

4Yurovskl, L. N, Op. cit, p. 17,
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omy, the part played by money in the scheme of Soviet state finance’
was growing smailer and smaller. In 1920, it is estimated, the total
value of Government exactions in the shape of goods, services, and
money taxes, including gross revenues from state enterprises
amounted to over 1,700,000,000 pre-war rubles. This total admit-
tedly includes besides current revenue, the value of capital belonging
to industry and the transportation service consumed as a result of
deficits incurred under State management. Of this total of over -
-1,700,000,000 of pre-war rubles, the money receipts (nearly all from
note issues) probably did not exceed 10 fpey: cent, although the aggre-
gate nominal amount of these issues for the year was about 944,-
000,000,000 rubles. - ’

The above figure, while far from accurate, gives, however, some
idea of the relatively small importance of the money part of the
state revenue at the time when the communist scheme of abolishing:
all money taxes had been largely realized. As a matter of fact,
during this period the mainstay of the Russian budget were the
taxes jn kim}) (grain, drayage, labor) exacted frpm the peasantry,
whose money equivalent according to authoritative estimates shows
the following growth (in millions of pre-war rubles) : 1918-19, 127;
1919-20, 253 ; 1920-21, about 5005 '

These figures do not include the considerable quantities of bread-
stuffs and feed, nor the large number of horses requisitioned from
the a’griculturai population for the use of the army during the civil
war. There are no data regarding the money equivalents of these
requisitions, but if it is borne in mind that during the height of the
civil war no less than 5,000,000 men were drawn into active military
service some idea may be had.of the burden imposed upon the peas-
antry during these troublous years. : .

Other important sources of revenue during the initial period of
the Soviet régime (the period of “ war-time communism ”) were the
stocks and reserves of raw materials (cotton, mineral oil, coal, pig
iron, lumber, etc.) which had come into the possession of the Soviet
authorities mainly through the nationalization of the large industries, -
also the gold reserves of the former state bank (over 1,000,000,000
rubles). The greater part of these stocks and reserves were used up
during the civil war and the period immediately following. = ~

On the whole, it would appear that currency issues during that
period, nothwithstanding their large volume, merely supplemented
the deficient revenues from taxes and other su plies in kind, requisi-

tions, compulsory contributions, and the sbeadpily declining revenues
- from the state domains and industrial undertakings. It will be noted

that the communist fiscal scheme provided for little orno taxation of
the city p:f)ulation, and that taxes in kind were collected from the
rural population largely for the su%port of the city population. To
the extent that this arrangement did not require the use of currency
it narrowed its sphere of circulation and thus tended to depress the
value of the existing volume. Factors working in the same direc-
tion were the decreased volume of business caused by the decline of
national agriculture and industry, the gradual discarding of the

3 B. Preobrazhénsky, Five Years of Finance and Currency in the Soviet Republle, Mos-

cow, 1922 (in Collectlon of cssays entitled * Za plat let” (A review of fve years), Mos
Gow, 1022 (In Russian), p. 821, ® ¢ Fearsh
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&mctice of gccumulation and saving, the substitution of taxes in
nd for the former money taxes, the adoption of moneyless methods
of exchange and distribution bglthe state undertakings, and the in-
creasing speed of circulation, which went hand in hand with the pro-
ressive depreciation of the currency. On the other hand, with the
closing of all banks and the discontinuance of bank clearings and
credit operations, all trade, or what was left of it, had to be con-
. ducted on a cash basis, and this naturally increased the demand for
currency. Hoarding of paper currency in peasant circles had a
similar effect. ’

In analyzing and comparing the circulation figures of this period
(1917-1921) account must also be had of the shifting size of the
territory and population over which the Soviet rule extended at
various times. Between 1917 and 1920 various border districts and
provinces passed under the temporary control of foreign occupants
and contending partisan forces (Yudénich, Kolchik, Denfkin, Wran-
gel, etc.) who set up their own taxing mechinery and introduced
their own currency to the exclusion of Soviet taxes and currency.
Between Novembér, 1918 and July, 1920 ‘the population of the-
Soviet-controlled territory varied between fifty-two and one hundred
thirty-two millions, and the continuous changes in the geographic
bounds of Soviet money circulation affected the purchasing power of
the oustanding paper currency as much as did its changing volume.

During the period of war-time or militant communism, 1. e., from
November, 1917, to the middle of 1921 the nominal amount of out-
standing paper currency increased from 22,446,000,000 rubles to
2,346,139,000,000 rubles, 1. e., more than one hundredfold.” The fol-
lowing table shows the nominal amounts of the circulation outstand-
ing at various dates during this period and their equivalents in terms
of pre-war rubles, converted on the basis of the retail price index of
the office of Labor Statistics (in millions of rubles).

Value of
Nominsl Retall | circulation
amount |price index |in terms or

(1913 1) pre-war

rubles
D

Nov. 1, 1917, 22,448 10.2 2,200.6
Jan,1,1918 27,313 2.8 1,313.0
Jan. 1, 1919, 3 1640 3.0
Jan. 1, I 225,016 2,420.0 9.0
Jan. 1, 1921 1,168, 597 16, 800. 0 70.0
July 1, 1921 2,248, 139 80,7000 2.0

As may be seen from the table, the growth in the volume of out-
standing currency during this period proceeded at a progressive
rate. Thus for the year 1918 the increase was about 125 per cent,
in 1919, 265 per cent, in 1920, 420 per cent, and for the six months
of 1921, over 100 per cent. Prices during the same period are
shown to have increased about eight thousandfold, the rate of rise
of the price level in each year by far exceeding: the rate of increase
in the volume of circulation, particularly during the earlier part of
the period. The result is seen in a continuous depreciation (in
terms of pre-war rubles) of the total outstanding circulation. This
depreciation was relatively greatest in 1918 and 1919, when the ter-
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ritory of Soviet Russia showed the largest shrinkage in'consequence
of invasion by foreign and partisan armies; in 1920, on the other
band, with the defeat of the “ white” forces and the reconquest of
the occupied territories, the pre-war value of the outstanding cur-
rency showed a much more moderate decline than for.any previous
ear, notwithstanding the much larger amount.of currency injected
into circulation. By July 1, 1921 as the combined result of a doub-
ling in the volume of cireulation and a 380 per cent rise in the
price level, the value of the circulatiog had declined to about 29,000,
000 in terms of pre-war rubles. Table 85 on page 363 and chart ¥o. 50
in illustration of this movement bring out also the effect of seasonal
factors operating in the autumn of each year, i. e., the larger amount,
of currency required at the height of the crop moving season about
October and the consequent rise or at least the break in the fall of the
value in terms of Ere—wa.r rubles of the total currency outstanding,
notwithstanding the continued rise in the price level. .

It may be noted in this conmection that the n]priee movement for
the eptire period since 1916 can be traced only according to the
“budget ” index of the Soviet office of labor statistics. This index

_is based upon the retail prices of commodities that enter the con-
sumption budget of a workingman’s family. While such an index
is but an imperfect yardstick to measure changes in the general
price level in countries with well developed commodity markets, it
can be used with fairly satisfactory results to measure price changes
during the Russian revolutionary period when wholesale commodity
markets were losing more and more of their former significance and
by far the larger portion of the declining supply of commodities
was sold in the market direct to consumers. :

To the extent that retail trade and distribution, because of gow
ernment prohibition or the breaskdown in production, .became dis-
organized or ceased to function altogether, giving place to clandes-
tine profiteering, known as “speculiatsiya,” even the official retail
index came to reflect less and less the actual cost of living and the
true depreciation of the currency.



III. CURRENCY AND PRICES UNDER THE NEW ECONOMIC POLICY

In March, 1921, the Soviet Government suddenly announced the
abandonment of the extreme communist policy and the adoption of
a new economic policy. The first practical measures signifying the
ushering in of this new policy were the abolition of the Government
grain monopoly, and the setting free of the trade in agricultural
products. - This change implied essentially the recognition to a lim-
ited extent of the right of private property of the peasants in their
products, including the right of selling these products in the market.

The next step was to Place the nationalized industrial establish-
ments on an “economic ” basis and to permit them to buy the raw
materials and sell their products in the open market. Attempts at
compulsory organization (“ militarization”) of industrial.labor were
dropped and qualified workmen who had abandoned their tasks,
because under the former régime their wages in many cases did not
provide even for a physical minimum of existence, were encouraged
to return to the works and factories by the lure of higher money
wages and of voluntary wage contracts. Operating expenses of the
state industries not merely came to be expressed in money but ac-

" tually required the use of actual cash, since fuel, raw materials and
other articles could be obtained only at free competitive market
{)rices and no longer by requisition on some other Government estab-

ishment at artificially low “fixed ” prices. °

In the summer and fall of 1921 all public services, including mail,
t.elegraf)h, telephone, electric light and power, transportation, etc.,
were placed again on a money basis, while during 1921 and 1922 the
state budget was reorganized and based largely upon a system of
direct ange indirect money taxes, which were to be collected alike
from the city and rural population.

Under such circumstances, money which only a short time before
had been characterized by some as'a “ dying economic category ” or
as mere pieces of “colored paper,” regained its old importance as a
general instrument of exchange and measure of value.

As a palliative device to simplify calculations which were becom-
ing increasing? cumbersome and difficult, as larger and larger de-
nominations of paper money wére coming into use, a new type of
ruble currency was issued in 1922, one ru%)le of which was decreed
equal to 10,000 rubles of previous issues. A second “denominaliza-
tion ” was decreed in Oct«ﬁ)er, 1922, by which one ruble of the latest
1923 type was to equal 100 rubles of the 1922 type. If the aim of
these successive “ denominalizations ” was to get a currency unit with
a purchasing power equal to pre-war, the scheme ynanifestly proved
a failure because of the continuous depreciation bf the Soviet cur-
rency, which could not be halted by purely formal or technical
devices.

* At the close of 1921 the All Russian Congress of the Soviets di-
racted the Commissariat of Finance to use its utmost efforts in effect-

" ing'awith the least possible delay the reduction and ultimate discon-

198
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tinuance of the issues of paper money and the restoration of a
normal currency system based upon gold* The Commissariat- of
Finance was also instructed to prepare an estimate of state revenues
expected in 1922, including the revenue from the issue of paper
money, with an indication of the true value of such issues.. This
marks the first attempt of expressing the budget estimates in terms
of stable currency, i. e., imaginary rubles having a theoretical fur-
chasing power equal 4o that of the 1913 ruble.. On the basis of the
price level prevailing in October, 1921, one pre-war ruble was pro-
claimed equal to 60,000 current soviet rubles. This “stable ” budget
estimate, however, soon lost all practical usefulness, when after tem-
porary stabilization, between July and September, 1921, prices re<
sumed their upward course in 8 much more emphatic manner than
at any previous period. Budget estimates in terms of pre-war
rubles in consequence had to be revised every month. The official
rates were, however, considerably below the open market rates and -
out of accord with the retail price index. Accordingly, in March,
1922} the use of the ideal pre-war gold ruble for budgetary purposes
was abandoned. Meanwhile, this unit of account had come to be
adopted in general business practice, and in-order to meet the gen-
eral business needs the publication of the rates was taken up in
April, 1922, by the newly founded state bank and subsequently by
a special quotation committee. )

In October, 1921, as part of the general scheme of economic re-
organization a new State bank was opened, whose prineipal fune-
tiﬁln was to finance the nationalized industries and the remascent
foreign trade. The bank’s capital was furnished by the state
treasury and, as in the case of the old state bank, a considerable
portion of the new bank’s resources soon became immobilized through
the financing of the mnationalized industries which used the bank
credit largely to restore their operating capital.®:

During 1922 public expenditures, due to the abandonment of
“ moneyless” forms of public finance, showed a large increase, while
public revenues, except for the food taxes, which continued to be
collected in kind almost to the end of 1923, were quite insignificant.
Issues of paper money thus became a much more important means
of carrying on the government than under the former régime of
“natural ” or “ moneyless” economy. On the other hand, as trade
and industry revived, the demand for currency increased and for
a time at least—during the summer of 1921— it seemed as if the
increasing demand for currency mi%ht without disturbing the ex-
isting price level absorb the very large additional money issues,
made necessary by the increasing budget deficits. These hopes, how-
ever, were dashed completely the crop failure and the conse~

uent famine of 1921-22, whicK nﬁ‘ectedp most adversely the in-

ustrial and trade revival of the country, as well as the scanty re-
sources of the state treasury. During the second half of 1921 the
volume of outstanding circulation shows s nominal increase from
2,346,000,000 to 17,533,000,000 rubles—i. e., & 7.5 fold increase, com-"
pared with a twofold increase only for the immediately preceding
six months. The situation became even worse in 1922, the first six

! Yurovskl, op. cit., p. 81.
3For a more of reform, see p. 214 and followlng.
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months of which saw an 18.3-fold increase in the circulation. Re-
tail prices, which from July to October had continued on a prac-
tically stable level, started on an unprecedentedly rapid rise, in-
creasing more than twentyfold during the first six months of 1922.
As a result the pre-war value of the outstanding circulation (cal-
culated on the basis of the Labor Statistics price index) which
had more than doubled during the second half of 1921, on May 1,
1922 declined to about 31,000,000 rubles, a figure only slightly higher
than the minimum of 29,000,000 reached on July 1 of the preceding
ear.
7 In view of these developments the financial returns to the state
treasury from the steadily increasing outpourings of paper money
were becoming less and less sufficient to meet even the most modest
needs of the Government. According to estimates by Professor Yu-
rovski * the gold or pre-war value of the 223,844,000.000 paper rubles
issued in June, 1921, did not exceed 3.1 millions, while the aggregate
pre-war value of the 16,370,838,000,000 rubles of paper money issued
during that entire year was not quite 150,000,000 rubles. In 1922
according to official calculation* the total revenue from issue op-
erations (in terms of pre-war rubles) was 844.5 million rubles, or
about 60 per cent of a total of 570.3 million rubles of money revenue
for the year, and while money revenues from taxes and government
undertakings were visibly increasing, it was evident that for some
time to come the revenue from note issues would continue to figure
quite prominently in the Russian state budget. -
With the steady decline in the value of the paper ruble the finan-
cial difficulties of the Government were becoming more serious.
For, as pointed out by Professor Katzenellenbaum,® the revenue of
the Government from note issites was by no means all net revenue.
Soviet notes depreciated as much in the tills of the treasury of the
state railways and of state enterprises as in the hands of the people.
The issne tax was therefore paid to a large extent by the state Itself.
The covering of the budget deficit through the issue of depreciating notes
increased the exchange losses and the deficits of the State institutions and
enterprises, and these losses in turn ed an | bud, df
Thus both general ec ic and fi ial considerations called
for currency reform. The several phases of this reform have been
discussed quite fully by Professor Yurovski on pages 253 to 269 in
the first volume of this reggrt. Briefly stated, the restoration of
a stable currency system in Soviet Russia passed through two stages,
first the issue of secured bank notes “ chervontzi ” by the State bank
alongside of Soviet “fiat” notes, which continued to circulate in
increasing volume. A peculiar feature of this dual currency sys-
tem was the absence of any legally fixed ratio between the value of
the two classes of notes. The chervonetz, not being legal tender,
was quoted in terms of Soviet rubles just the same as the ponmf
sterling or the dollar, and salthough losing in purchasing power
during its early career, represented a relatively stable currency as
compared with the precipitously declining Soviet ruble.

: ct., 49.
- ‘gm:‘;eor’(;mtﬁmvmwe Khozialstvo, 1922-23, p. 583.
» Katzenellenbaum, op. cit, p. 119.
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This situation continued throughout the year 1923. The decision
to keep the soviet ruble side gy side with the chervonetz was
prompted largely by the desire of the Government to obtain revenue
from the issue of Soviet notes.

. To have issued bank notes for revenue purposes was out of the
question, as this would have endangered the integrity of the mew
currency and jeopardized the whole scheme of currency reform.
Chervonetz notes (bank notés), because of their large sizes (the
smallest denomination being 10 rubles) had at first but little circu-
lation outside the large cities, while soviet notes (issued by the Gov-
ernment) found their way chiefly into the open country and became
for a time a currency used mainly by the rural tgopulation. Hence
the main burden of depreciation was shifted to the peasantry in the
shape of losses on the sales of agricultural products. By the fall of
1923 the peasantry throughout the country refused any longer to
part with their grain and other produce in exchange for soviet
money, and workmen would not accept it in payment of their wages.
The chervonetz was too large a denomination for the payment of
these small wages. -

This brought on the second.stage of currency reform, the final
liquidation of the soviet ruble and its replacement by the chervonetz
during the early part of 1924 . .

It is estimated officially that the aggregate pre-war circulation of
both metallic and paper currency within the territory comprised by
present-day Soviet Russia was in the neighborhood of 2,000,000,000
rubles, or a little over $1,000,000,000. For the first two war years
reliable circulation figures are lacking, as part of the circulation was
still composed of metallic currency. By 1916, however, the circula-
tion may bé said to have become composed exclusively of notes issued
by the state bank and of relatively small amounts of subsidiary cur-
rency issued direct by the tre . Chart 54 shows the gold value
(in dollars) by months of the bank note circulation in 1916 and 1917
on the basis of New York quotations of the ruble, also on the basis
of purchasing power parities. It will be noted that the exchange
value of the currency continued to rise steadily until May 1, 1917, two
months after the overthrow of the old régime, reaching a high of
$3,133,500,000 on that date. Until July 1, 1916, the gold value of the

. Russian note circulation continued higher on the basis of purchasing
power parities than on the basis of foreign exchange values. Dur-
g the rest of the tﬁear and the greater part of 1917 the value of
the circulation on the basis of purchasing power parities was lag-
ging behind that based on exchange values, the lag increasing per-
ceptibly after the Bolshevik coup in the late part of the year. For
the next four years the depreciation of the ruble can be measured
only on the basis of purchasing power parities, as foreign exchange
dealings with Russia had been practically suspended in%urope and
in the United States, and as there was no legal foreign exchange
market in Russia itself. Illegal clandestine operations in gold and
foreign exchange continued in the principall’ Russian cities, but
reliable exchange quotations are lacking. It was only in February,
1922, that the Government sanctioned the opening of a foreign
exchange department at the Moscow Commodity Bourse. .
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At the beginning of 1922 the gold or dollar value of the outstand-
ing circulation calculated on the basis of Moscow exchange 4}uot&-
tions of the dollar had declined to about $42,000,000, agree: airly
well with the gold value of the circulation reckoned on the basis of
the purchasing power parity of the ruble. This agreement con-
tinued, within moderate hmxtsildurmg e early part of the year.
For the remainder of the year, however, the sprem; between the two
valuations was quite considerable, the exchange value at first ex-
ceeding the purchasing power parity, while about the end of the year
the purchasing power parity stood much higher than the exchange
value of the ruble.

Since 1923, when the chervonetz began to be quoted on the Moscow
exchange, purchx.smg power parities, exchange rates, and gold values
of the currency have been calculated with reference to the new
chervonetz currency. (See Table 87, on p. 366.)



IV. DISSIPATION OF THE RUSSIAN GOLD RESERVE

At the outbreak of the war the total gold holdings of the state
bank were about 1,744,000,000 rubles, of which about 1,604,000,000
constituted the portion held in the country. One of the earliest
financial measures following the declaration of war was the law of
July 27 (August 9, Gregorian Calendar) 1914, which suspended
gold payments by the bank and modified the provision of the bank
act, which restricted the issue of uncovered bank notes to 300,000,
000 rubles. This opened the era of paper money inflation, dis-
cussed in previous sections. The bank was authorized to issue an
additional 1,200,000,000 of uncovered notes, and the new issues were
made largely for account of the Government and against the security
of short-term Government obligations. But these measures were in-
sufficient to meet the war necessities of the Government. Large war
orders for munitions had to be placed abroad, funds had also to be
sent to foreign financial centers to pay the interest and amortization
on Russian state and corporate obligations held in the allied and
neutral countries, while the efforts of the Government to obtain for- -
eign credits did not prove immediately successful.

In October, 1914, therefore, the Russian Government in accord
with the British Government made 2 first shipment of gold to
England of 75.3 million rubles (equivalent to about £8,000,000
sterling), which was to cover a credit granted by the British Gov-
ernment for war orders placed in Great Britain and in the United
States. As the war proved more protracted than expected, and the
British Government found it impossible to extend further credits,
unless the allied Governments shared in gold shipments to the
United States for the purpose of maintaining sterling exchange in
New York, the Russian Government in conjunction with the French
and Italian Governments undertook to make further shipments of
gold. These shipments up to the outbreak of the revolution in
1917 totaled 60,000,000 pounds sterling, viz:

D ber, 1915. £10, 000, 000
“ June, 1916. 10, 000, 000
b 1916 20, 000, 000
February, 1917 20, 000, 000

Including the initial shipment of £8,000,000, the Russian gold
reserve suffered a loss of £68,000,000, equivalent to 640,200,000 rubles.
In addition, the Kérenski provisional government on the eve of the
November, 1917, revolution shipped 4,850,000 rubles gold to Stock-
holm, where they were to serve as the basis of ban¥ ¢redits. Deduct-
ing the amounts of gold shipped abroad and including the amounts
of newly mined gold, also the relatively small amounts of gold
withdrawn from circulation, the portion of the gold reserve of the
State bank held within the country at the time of the October revo-
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Tution totaled about 1,164,000,000 rubles, or 440,000,000 rubles less
than on July 16-29, 1914, just before the outbreak of the war.®

Of this total, less than one-half was held in Moscow and Petrograd
(Leningrad&, while slightly more than one-half had been removed
out of the danger zone to Saméra and Kazin. A further loss of
120,400,000 rubles in gold was caused by the payment to the German
Government of part of the war indemnity under the Berlin agree-
ment supplementary to the Brest-Litévsk treaty. Under the terms
of the armistice this gold was turned over to the Allies, and sub-

uently divided between the French and British treasuries.
se‘Lccordiug to W. Novitsky, former Assistant Minister of Finance,®
the amount of gold abandoned by the Soviet authorities in Kazén
and subsequently appropriated by the Kolchik Government fotaled
633,600,000 rubles.” In the published accounts of the Omsk Office
of the State bank gold holdings (including small amounts of silver)
figure to a total 0%0645,256,000 rubles. During 1919 a considerable
part qf this reserve had to be shipped to Vladivosték in payment
of munitions, and as collateral for credits opened to the Kolchik
Government by Japanese, British, and American banking interests.
Part of the gold thus shipped (viz., 42,200,000 rubles) fell into
the hands of Ataméin Semiénov, and it does not appear that this
gold was ever recovered by the Soviet authorities. Of the 237,200,000
rubles of gold which arrived at Vladivosték, 68,300,000 rubles were
g:id over outright and 126,800,000 rubles were pledged to Allied

ancial interests, leaving a belance of 42,200,000 rubles in the
vaults of the Vladivosték office of the State bank. About the end
of October, 1919 when Omsk and Western Siberia had to be evacu-
ated by the Kolchik Government, the balance of the gold reserve
was shipped east on a special train, which was abandoned by Ad-
miral Kolchdk at Nizhnefidinsk and for some time was guarded
by the Czechoslovak troops, who delivered the gold to the Soviet
authorities about the close of January, 1920, prior to their final
evacuation of the country.

In addition to the li{i of the Russian State Bank the Soviet
authorities also held about 118,200,000 rubles of Rumanian gold,
shipped to Moscow by the Rumanian Government for safe-keepin
during the German invasion late in 1916 and at the beginning o:
1917, Their holdings were also augmented to a small extent by
requisitions and confiscations of church and private treasure, and
the output of the Ural and Siberian gold mimes. All in all the
amount of gold in the hands of the Soviet Government at the close
of the Civil War in 1920 is estimated by Novitsky at about
900,000,000, or 1,000,000,000 rubles, composed of, first, about 450,-
000,000 rubles, the balance left in their hands after payment of
the German indemnity and the loss of gold in Kazén in 1918, and
second, another 450,000,000, which comprises the gold which fell
into their bands at Omsk, Nizhnetdidinsk and Irkutsk following the
overthrow of the Kolchék and other Anti-Soviet governments, and

FAccording to E. Preobrniénnrl (Five Years of Finance and Currency In the Soviet
Republic, Moscow, 1922) the entire gold stock taken over by the Soviet authorities
amounted to about 1,000,000,000 rubles, of which 651,000,0 fell Ingo the hands of
Admiral Kolchik. Of the latter amount only two-thirds (about 20,000 poods==722,240
pounds) was recov: n Si &,

¥ Bee chapter entitled “ Le stock @’Or de 12 Russie™ in the collection of essays under
the general title Le Probl2me Financler Rusee, La dette publique de la Russle, Paris, 1022,
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finally the Rumanian gold and the small amounts of new produc-
tion. The official Statistical Annual of the Soviet Government for
1918-1920 (Vol. II, p. 41) shows the following amounts of gold
held by the central office of the Budget and Accounts, the temporary
successor to the former State bank, and in charge of its liquidation:

(In gold rubles)
Jap. 1,1920 { July 1, 1920 | Jan. §, 1921
Held in the central treasury. 3,062,622 87, 104,636 | 153, 746, 759
Account of the State bank in liguidation: N
Gold at the mint, 10, 450, 764 19,450, 764 | 19, 450, 764
Gold in transit. 319,365,841 | 376,381,351 | 568,479,368
Total 341,869,227 | 483,026,751 | 741,676,376

Figures for the earlier dates apparently are incomplete and do
not include the accounts of outlying offices in Siberia, data for
which became available only in the latter part of 1920 with the
Erogressive pacification of the country. Meanwhile, however, the

overnment in order to pay for indispensable imports, also to meet
international obligations assumed under the peace treaties with the
new contiguous states (Esthonia, Latvia, Poland) began to export
gold in large quantities, chiefly to Sweden, whence after further
refining and stamping, the gold found its way to the United States
direct, or to other European countries (e. g., Switzerland, France,
etc.) and ultimately to the United States. There are no Russian
data regarding the volume of these gold exports, which commenced
in 1920, reached their peak in 1921 and continued in large velume
during the following year. According to the Swedish official trade
statistics, gold imports from Russia and total gold exports from .
Sweden during tl]:e three years mentioned were as follows (in
thousands of kronor of 26.8 cents each):

Swedish imports of gold from Russia and fotal exports of gold from Sweden,

1920-1922
Gold tmports |  Total gold
from Russia “m:‘m
Kronor Kronor

* 1920, 272, 487, 000 62, 791, 000
1921 70, 028, 000 934, 356, 000
1922 | 25,318,000 |, 330,372,000
Total | 1,237,833,000 | 1,228, 850, 000
in daliars, i 331, 739, 000 355,963, 00)

Of the gold exported from Sweden during these three years,
563,319,000 kronor, or 42.4 per cent of the total exported, went to
the United States; 433,854,000 kronor, or 32.6 pex ¢ent, was shipped
to Switzerland; while 215,386,000 kronor, or 16.2 per cent oF the
three years’ total, was forwarded to France. Smaller amounts are
shown to have been consigned from Sweden to the Netherlands,
Great Britain, Germany, and Finland. Gold exports (largely coin)
to Switzerland from Sweden were particularly heavy during 1921 and
1922. The Swiss figures of gold imports from Sweden for the same
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riod differ but little from the corresponding Swedish export figures.
ost of the gold imported into Switzerland in coin form was re-
exported to the United States in the shape of bullion so as to compllvl
formally with the provisions of the American regulations whic
prohibited the official assaying of gold traceable to Russia under Bol-
shevik control. A small part of the gold thus received was re-
exported from Switzerland to India. .
1d imports into the United States from Sweden during the three
years under consideration are shown in the official United States
trade returns as $101,278,000, or about $50,000,000 below the corre-
sponding Swedish export égures, while reported gold. imports
from Switzerland into the United States for the three-year period
under discussion are quite insignificant. On the other hand, gold
imports from France into the United States for the three years
exceed by far not merely the corresponding exports but even the
total gold exports from that country. It is evident, therefore,
that American figures of gold imports from France include
shipments to the United States from Sweden and mainly Switzer-
land by way of French ports. Aggregate gold imports into
the United States from Sweden and France during the three years.
under discussion are shown as slightly over. $350,000,000, or in excess
of 1,300,000,000 kronor, the approximate amount of gold exported
from Sweden during this period. This total is equivalent to about
680,000,000 rubles, which may therefore be regarded as a conserva-
tive estimate of the gold exported from Russia by the soviet authori-
ties during the three years following the Civil War, These imports
include also $11,400,000 of Russian gold, which in accordance with
an agreement with the American Relief Administration were turned
_over by the Soviet authorities to the American Relief Adminis-
«tration for the purchase of food. This gold apparently must bave
reached the United States by way of some other European oount.rly
as the American import statistics fail to show any direct go. d
imports from Russia during the past few years. The Soviet Com-
missariat of Finance has a small gold reserve of its own apart
from the gold reserve of the newly established state bank. No
statement of its size has ever been made. On the other hand, the
early statements of the new state bank show but insignificant
amounts of gold, and the present more important gold holdings of
the issue department of the bank on May 1, 1925—viz, 180 muilion
rubles—largely represent new output, imports, and gold brought out
of hoards since the reestablishment of a relatively stable currency.



V. FOREIGN TRADE AND INTERNATIONAL BALANCE OF
PAYMENTS

Russian foreign-trade development before the World War reflects
on its import, side the progressive industrialization of the country
which began in the nineties of the last century and became especially
noticeable since the war with Japan. During the decade imme-
diately preceding the Great War merchandise imports show an
increase from 651,000,000 rubles in 1904 to 1,374,000,000 in 1913.
About one-half of the imports into Russia before the war consti-
tuted raw and partially manufactured materials for use in her
industries, while between one-fourth and one-third of her pre-war
imports were. composed of manufactures, largely mechinery. .

While part of the 100 per cent increase in the value of imports is
undoubtedly due to the rise of prices during the period, it is, how-
ever, true that industrial expansion at home required’ a steadily
expanding volume of imports of industrial equipment as well as of
certain raw materials (such as cotton, wool, jute, silk, rubber, etc.)
which were not produced at all or produced only in insufficient quan-
tities within the country. These imports were paid only in part by
Russian exports; to a large extent they represented new investments
of foreign, largely French, capital. Xs a consequence a large num-
ber of Russian industrial securities, in addition to Government se-
curities, came to be listed on the principal European stock exchanges
during the two decades before the Great War. (R,urrency reform and
the maintenance of the gold standard encouraged foreign invest-
ments, with the result that the foreign indebtedness of the country*
steadily increased.

This indebtedness was the consequence in the first place of Gov-
ernment borrowings, either for productive purposes such as the con-
struction of railways, elevators, river and harbor works, port im-
provements, etc., but more largely for defraying the cost of arma-
ments, of the preparations for war, and the actual pursuit of war
operations during the conflict with Japan.

It is estimated that of the total state debt of 8,811,000,000 rubles on
January 1, 1914, about 48 per cent was held abroad,' and that pos-
sibly one-half of this foreign-held debt was contracted during the
20-year period preceding the World War. Foreign loans were also
raised during this period by Russian municipalities for the develop-
ment of their public utilities, while considerable amounts of bon
" of private railroads, bearing the indorsement of the Government,
were also placed abroad. All in all, the two decades immediately
preceding the Great War saw increases of the foreign Russian state
debt by about 2.5 billion rubles and of mumclpnj and Government

aranteed loans by about 600,000,000 rubles, whild foreign industrial
investments increased by not less than 1,000,000,000 rubles.! Annual
interest, during the five-year period immediately preceding the war,
on the foreign indebtedness of Russia, both Government and cor-

ky and Debts and Rumsian Reconstruction, N. Y. 1024,

1p 1
p. 16-20.
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porate, aggregated about 350,000,000 rubles, out of a total of invis--
1ble debits of about 440,000,000 rubles, representing annual payments
due on account of total foreign obligations and services, mncludi
banking, brokerage, insurance, tourist and official expenditures, efc.?
‘What were the offsetting credit items in Russia’s international bal-
ance sheet?! As distinct from the industrial countries of Europe,
Russia’s international account had no sizable oﬁsett.i.n% eredit items,
except an excess of merchandise exports. By far the larger part of
her sea-borne trade (about 92 per cent, according to official estimate)
has been and is still being carried in foreign bottoms. The annual
tribute paid to foreign vessel owners before the war was about 100,-
000,000 rubles.

French and German banks either directly or through branches
and allied banking institutions in Russia did the greater part of
trade financing, while the number of foreign tourists in Russia was
relativel smﬁl, as compared with the number of Russian tourists
and stud{,nts travelling or having their tem&orary residence abroad.
During the years immediately preceding the Great War the only
credit item of importance outside of the export surplus was the
remittances made to relatives and friends by Russian immigrants set-
tled in the United States and other foreign countries. But as a large
part of these remittances were used by the recipients to buy trans-
portation to the United States and other foreign destinations, and
as these people after liquidating their property at home before leav-
ing the country would invest the proceeds in ocean transportation
and forei fundsi’ it is evident that these remittances could not
affect thelgi‘tl‘ussia alance of international payments to any appre-
ciable extent.

Russia’s merchandise exports increased during the 10-year period
preceding the war from 1,006,000,000 rubles in 1904 to 1,520,000,000
1 1913, and averaged slightly over 1,500,000,000 rubles during the
5-year period 19091913, compared with an average of about 1,140,
000,000 rubles of imports for the same period. The average export
surplus for the period—360,000,000 rubles—was thus insufficient to
cover all annual payments on account of foreign debts and services.

Between 55 and 60 per cent of the exports during the 10-year
period before the war were composed of foodstuffs and between 35
and 40 per cent of raw and partly manufactured materials. Agri-
cultural products constituted about 80 per cent of the total exports,
while fully one-third of the exports consisted of the four principal
grains produced in the country, viz, wheat, rye, barley, and oats.
Butter and eggs, r, corn, flour, bran, oil seeds, oil cake, flax
and hemp complete the list of the more important agricultural ex-
ports before the war. Lumber and wood products followed next
in importance among pre-war exports. Petroleum exports were of
less importance, a growing share of the annual production being re-
tained for domestic ption. Mang and plati com-
prised the bulk of the metals exported, Russia maintaining a lead-
ing position in the world markets of these two metals. Exports of
manufactures, largely cotton goods shipped to Persia and other
Asiatic markets, constituted about 5 per cent of the total exports

* Pagvolsky and Moulton op. dt, p. 82,
® Explanatory memorandum to the State Budget of the U. B, 8, R. for the 1924-25
budget year, Part 2, p. 148 (in Russian).
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during the pre-war period. Every effort was made by the Govern-
ment to expand exports, so as to ward off gold exports and a pos-
sible breakdown of the gold standard and the country’s interna-
tional credit.

War with the Central European powers and Turkey resulted in
the closing to trade of the Empire’s western frontier and the *bot-
tling up ” of Russia’s seaports on the Baltic and Black Seas, which
in 1913 had handled by far the larger part of the country’s forei
commerce. The effect of the war was to reduce the volume of the
total trade carried, but chiefly the volume and value of the exports.
Imports on private account (apart from munitions and other war
supplies brought in by the Government and not recorded in the
trade statistics), though much diminished in weight, did not decline
in value, the articles imported during the war period apparently
being of relatively high value and small bulk and thus able to bear
the ﬁigh freight charges. In fact, total imports into Russia for
the calendar years 1916 and 1917, while only 36 and 26 per cent
in weight of the five-year average 1909-1913, nevertheless on the
basis of 1913 prices were valued 50 and 72 per cent higher than the
average yearly imports for the five-year period 1909 to 1913. Ex-
ports, on the other hand, normally composed chiefly of low-priced
and bulky agricultural products, fell off enormously both in volume
and value. Thus in 1915 they were but 26.7 per cent in value and
10 per cent in weight of the average exports for the five-year period
1909-1913, while in 1917 they declined to about 30 per cent in value
and to less than 4 per cent in weight of the five-year pre-war aver-
age. If the surplus of merchandise exports before the war was in-
sufficient to cover all required foreign payments on government and
private account, and the equilibrium of international accounts was
maintained by new borrowings, this was even more the case during
the war, with the steady decline of exports. As interest payments
on the foreign held part of the debt continued until the advent of
the Soviet régime and even part of matured obligations were re-
deemed—foreign borrowings in even larger volume than before the
war became necessary. In fact, the foreign indebtedness of Russia
increased during the war period by about 7,681,000,000 rubles* i. e.,
almost doubled. .

Under the communist régime one of the first measures passed in
the early part of 1918 was the nationalization of foreign trade. Pri-
vate trading with foreign countries was prohibited and foreign trade
was to be carried on exclusively by the Commissariat of Foreign
Trade (Vneshtorg) in accordance with a yearly import and export
scheme or scheduﬁa worked out by the planning organs of the Gov-
ernment.

In the spring of 1921 after the adoption of the new economic
policy the foreign trade monopoly was modified, and several state
trading organizations, the central cooperative bodies and in special
cases also private corporations and individuals wéde given the right
to engage in foreign trade through their own agencies at home and
abroad, but in strict accordance with the Government’s general im-
port and export plan and under the supervision of the Commis-

¢Inciuding $187,729.750 of credits cbtained from the United States Treasury during
;}.g pleglo(llogly to November, 1917, on which interest of $62,4%6,284 has accrued up to
ay 15, .
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sariat of Foreign Trade. No goods are permitted to enter or leave
the country without special certificates or licenses issued by the
commissariat, which examines into the expediency of each tran-
saction from the governmental point of view, its profitableness and
its accord with the general foreign trade policy of the Government.
As the result of war, revolution, ang secession about 225,000
square miles with a population of sbout 25,000,000 were lost to
Russia. In this territory, it is estimated, were found over 30 per
cent of all industrial establishments with 17 per cent of the indus-
trial workers and 18.6 per cent of the entire industrial output of the
country® This does not include Finland, with an area of about
150,000 square miles and a population of 8,400,000, since this country
was economically autonomous before the war and treated as foreign
territory in the Russian pre-war trade returns. The.setting up of
the new independent States (Poland, Lithuania, Latvia, Esthonia,
etc.g was followed by Frotra,ct.ed warfare, which of course, made
trade recovery impossible.
. Dufing the first three years of the soviet régime foreign trade
of Soviet Russia was practically extinct, as may be seen from the
trade figures for the years 1918-1920, shown in Table 88 on page 366.
Most of the import trade in 1918 and of the export trade in 1919
was with the U}I:raine, which was the only “foreign ” country with
which Soviet Russia maintained trade relations at that time. Trade
with the rest of the world was practically suspended during these
years owing to the actual blockade maintained by the Allied lgowers.
About the close of 1920 with the termination of the civil war .and
hostilities against the border States trade relations were reestab-
lished at first with the Scendinavian countries and soon after also
with other European countries. In 1922 by the treaty of Rapallo
trading was formally resumed with Germany, During the years
1921 and 1922 imports by far exceeded exports and as shown in
Section IV the soviet authorities during the three years 1920 to 1922
had to ship abroad not less than 680,000,600 rubles of gold to pay
for indispensable imports in addition to the 104,000,000 rubles of
merchandise exported during these three years. According to
Table 88 on ngn.ge 366 the excess of imports over exports for the three
years was only 456,000,000 rubles, but as the official figures are based
upon 1913 prices, the difference of about 225,000,000 rubles, or 50
per cent, between the estimated amount of gold shipments and the
official estimate of the excess of merchandise imports over exports
for the three years, seems quite reasonable, since this excess, when
figured on the basis of current prices, must have been at least 50 per
cent larger than shown in the official trade returns. Imports for
1922 are exclusive of famine relief supplies, the value of which is
officially given as 183.8 million rubles. This amount affects the
- Russian balence of payments only to the extent that an amount of
$11,400,000 in gold was contributed by the soviet authorities for
the use of the American Relief Admimstration in the purchase of
food for the population in the famine area.® .
For the last two fiscal years (ending September 30, 1923, and 1924)
the official trade figures show export surpluses of 15,000,000 and

:unsue n&u Report B:womi m'a‘.‘&”’”&ﬁ"‘ %f%vm- ‘:hln! t
o ations Lo on 21 c 01 lons uns] 'erence
the famine, 1021-1022, p. 41, e °
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68,000,000 rubles. This change is due largely to the resumption of
grain exports, which totaled 39,300,000 rubles in 1923 but increased
in 1923-24 to 145,000,000 rubles, constituting over 40 per cent of the
total exports for that year. It is worth while noting that rye, the
cheaper grain, now holds first rank among the total grain exported,
whereas before the war wheat was leading all other grain exports.
Owing to the partial crop failure in 1924 grain exports during the
current year have been practically suspended, and the Government
has been obliged to import substantial amounts of grain and flour
for the benefit of the population in the districts affected, incidentally,
also, for the purpose of preventing an excessive rise of domestic
grain and flour prices. Other agricultural products which have
assumed some importance among Russian exports for the more recent
period are butter, oil cake and eggs. Raw and semimanufactured
materials constituted slightly over 40 per cent of the 1924 exports.
Leading iterns in this class of exports were petroleum and products
theré¢of, lumber and wood products (boards, planks, ete.), flax, furs,
seeds, oil cake, manganese, and bristles. With the decline of grain
exports in the current fiscal year, the Government is promoting the
export of petroleum, eggs, flax, otl seeds, and manganese, for which
there is an active foreign demand.

Nearly 75 per cent of the total imports during the past fiscal year
(1923-24) were composed of raw and partly manufactured materials
for use in industry. Imports of raw cotton, chiefly from the United
States, totaled 53,000,000 rubles, or over 25 per cent of the total im-
ports, constituting by far the largest single import item for the year.
Colors and dyes, crude rubber and metals are some of the other
important import items. Imports of machinery and plant equip-
ment, though indispensable for the rehabilitation of Russian indus-
try, were quite inconsiderable, with the consequence that Russia’s
iron and steel industries are still in a state of partial disorganization
and their 1924 output does not exceed 1520 per cent of pre-war.
Imports of articles for immediate consumption, such as tea, coflee,
rice, etc., are subject to official restriction and showed smaller
absolute and relative figures for 1924 than for the immediately pre-
ceding years.

As compared with the pre-war figures both imports and exports
for the most recent period are relatively small. In fact, imports for

- the last fiscal year (1924) were only about 18 per cent of the average
for 1909-1913, compared with 22 per cent in 1922 and 24 per cent in
1923. Exports, while showing a steady growth since 1921, were but
22.6 per cent of the 1909-1913 average. .

In connection with the monetary reform and with the view of
maintaining the stability of the eurrency the foreign trade policy
of the Government during the most recent period has been concerned
largely with attaining a substantial “favorable” trade balance
through the encouragement of exports and the systematic restriction
of imports. As a result of this policy, it is pdinted out, the State
bank was able to increase largely during 1924 its gold and foreign
exchange reserves (see Table 77 on page 358) while maintaining the
value of the newly adopted monetary unit (the chervonetz) at about
par with the dollar. For the current year (1924-25), however, the
export plan of the Government provides for total imports of about
500,000,000 rubles as against exports of 472,000,000 rubles (on the
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basis of current prices), i. e., a large increase of imports over 1923-24,
mainly of raw materials, agricultural machinery, and plant equip-
ment without any decrease of exports, notwithstanding the practical
elimination of grain exports. This would leave a small “adverse”
trade balance, which is to be covered by the disposal of some of the
foreign exchange reserve, accumulated during the previous two years,
As a matter of fact, the foreign exchange holdings of the new State
bank, which at the beginning of the present fiscal year (October 1.
1924) stood in excess of 10,000,000 chervontzi (100,000,000 gold
rubles), declined. to 4,700,000 chervontzi by May 1 of the present
_year, this decline indicating a much larger “unfavorable” balance
of trade and payments for the year than reckoned by the Foreign
Trade Administration at the time of the adoption of the national
import and export schedule. Preliminary estimates of foreign trade
for the seven months ending April, 1925, show- 291,357,000 rubles of
imports and 260,705,000 rubles of exports, with an excess of imports
over exports of 30,652,000 rubles.

Pricr to the Great War, as may be seen from the table on page 367,
Germany’s importance in Russia’s foreign trade was paramount.
Her imports into Russia in 1913 were over 47 per cent of the total
imports, while of the total exports of Russia almost 80 per cent were
shipped to Germany direct and em additional 12 cent to the
Netherlands, largely for transshipment to western Germany. Dur-

i.nﬁ the war all this trade disappeared, and Germany’s position was
taken by Great Britain, the United States, and to & smaller extent
by France and the neutral countries.

Since 1922 Germany’s share in Russian foreign trade has shown
a substantial growth, and in the year 192324 Germany supflied
21.3 per cent of Russia’s imports, while taking 18.5 per cent of ber
exports. Great Britain’s share in Russia’s foreign trade for the same
year was somewhat larger, imports from Great Britain constituting
22.4 of total Russian imports and exaorts to Great Britain formin,
21.7 per cent of the total exports. Russian trade with the Unite
States grew considerably during the war and the year following
(1919). In the famine year 1921-22 imports from the United States
were largely composed -of articles of food and constituted over 16
per cent of the total imports for that year. During the most recent
period trade with the United States has been subject to large fluctua-
tions, mainly by reason of the changing volume of cotton imports.
Thus in 1922-23, when cotton imports were heavily restricteti), the
share of the United States in the total imports was only 3 per cent,
while in 192324, in consequence of larger raw-cotton imports from
this country, this share rose to 19.1 per cent. Exports to the United
States even before the war were small, the leading articles sent to
this country being furs and skins, carpet wool, manganese ore, plati-
num, and licorice. At present the leading article of exportation to
this country is furs. Considerable imports and exports from and to
the contiguous border States of Esthonia and Latvia are shown in
the Russian trade returns. This trade is largely in transit from and
to Great Britain. Table 90 on page 367 shows the foreign trade of
Russis by countries for the calendar year 1913 and the years ending
September 30, 1923 and 1924.
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VI. FINANCIAL RECONSTRUCTION

A new state bank was founded by decree of October 12, 1921, and
opened for operations on November 16 of the same year. With the
adoption in the early part of 1921 of the new economie policy, the
subsequent reestablishment of private trade and the growth of com-
modity markets, the need for credit machinery became more and
more pressing. Plans began to be made for the recreation of credit
institutions, which had been destroyed in the beginning of the reve-
lution as useless under a system of communist moneyless economy.

accordance with the new economic policy, “ Nep,” all govern-
mental undertakings were placed on an economic or business basis;
i. e., they were to continue only as self-supporting enterprises with-
out drawing upon the state treasury for their operating expenses
or_deficits of eperation. But all these establishments lacked oper-
ating capital and unless short-term credit was to be forthcoming,
the economic operations of the Government could not proceed. The
reestablishment of the state bank was thus absolutely mdis%ensable,
if nationalized industry was to continue. The purpose of the bank.
as stated in the October decree, was to “aid the development of
industry, agriculture, and trade i)y means of credit and otger bank-
ing operations with the object of concentrating monetary trans-
actions and adopting other measures for the establishment of a
sound monetary system.”

The new State bank started operations under most unfavorable
circumstances. The whole credit machinery of the country had been
destroyed and the use and legal regulation of credit instruments
(bills, drafts, notes, etc.) had been discarded. Nationalization of the
banks, confiscation of bank deposits, and nullification of loans had
created a general feeling of insecurity, which seriously hampered
the efforts of the bank authorities to attract deposits. Another
factor, which interfered with the normal growth of the bank during
the first year of its existence was the steady depreciation of the
national currenc%: During 1921 the amount of soviet rubles in
circulation rose from 17.5 trillions to 1.994.5 trillion rubles, a one
hundred and sixteenfold increase, while the purchasing power of
the Soviet ruble decreased 72 times. In the face of this situation the
bank, in order to protect its capital funds against loss from de-
preciation, had to charge high rates of interest. During the early
period of its existence these rates varied from 8 to 12 per cent per
month, and reached 23 per cent per month in May of 1922, declining
precipitately to 2 per cent shortly after when the soviet ruble
seemed to have attained relative stability in the summer of 1922.
Another means of self-protection was the sharing by the bank in
the profits from the sale of goods of the borrowers. ter on loans
were made in terms of foreign currency or gold rubles, especially to
finance export transactions. Besides safeguarding the bank against
financial losses, these operations enabled the bank also to accumu-
late a gold and foreign exchange reserve which was found of great
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use later in connection with the assumption by the bank of note
issue functions at the end of 1922. This and direct purchases in
the open market were apparently the main sources of the bank’s gold
and foreign exchange reserves. It does not appear that the Gov-
ernment ever used any of its own gold for financing the bank, the
Government endowment being exclusively in the shape of paper
money.

- The bank constitutes part of the commissariat of finance and is
subject to the direct authority of the commissar of finance, who
exercises supreme control over 1ts activity, approves all general regu-
lations concerning the bank’s operations, determines the banlk’s pol-
icy, sanctions its rates of interest and commission, and has general
supervision over its operations. He also approves the bank’s annual
budget and report. . S

Actual administration of the bank is vested in & managing board
{Pravléniye), whose chairman is confirmed by the council of the com-
missars upon recommendation of the commissar of finance; the other
members of the board sre appointed by the commissar of finance.
(Secs. 6 and 7 of the bank act.)

The board is assisted in its work by a committee on loans and dis-
counts which determines the lines of credit to be granted to both
state-controlled enterprises and private organizations. Similar com-
mittees form part of the bank’s branches and agencies. The com-
mittee at the central office comprises, besides the chairman and a
member of the managing board, also two representatives each from
the leading Government departments, including those of fiiance and
foreign trade; also representatives of the principal cooperative or-
ganizations and of trade and industry.

‘When in November, 1922, the bank was given the right of note
issue and a special issue department was created, a council on issue
operations was instituted whose functions include the continumous
scrutiny of the securities used as cover for the bank’s notes, the
examination and approval of the balance sheets of the issue depart-
ment, the examination at frequent intervals of the vaults of the
department, and the control over the issue, retirement, and destruc-
tion of the bank’s notes. The notes are issued in denominations of
1, 2, 8, 5, 10, 25, and 50 chervéntzi of 10 “gold” rubles each and
must be covered, to an extent of not less than 25 per cent, by

recious metals and stable foreign currency. This cover must be

ept in the vaults of the issue department. Gold and foreign cur-
rency held abroad for account oF the state bank can not serve as
cover for note issues. The remainder of the note cover consists
of easily marketable merchandise, short-term bills of exchange, and
domestic and foreign securities. Not less than two-thirds of this
part of the cover must be composed of commercial bills. The new
unit of currency, the chervénetz, according to the law is equal to
10 rubles gold. ¥or the present chervéntzi are not exchangeable for
gold, the law merely stating that the date from which they are to be
redeemed in gold is to be nged by future decree. ‘

Bank notes were made legal tender only at the beginning of 1925
though they were acce) ted%efore at their face value in payment of
State taxes and dues (customs, railway fares, etc.), and In all cases
where the law required payments in gold. Loans in bank notes
made to the commissariat of finance must be secured by precious
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metals to & minimum of 50 per cent of the face value, and as to the
remainder by interest-bearing bonds of the commissariat. It is to
be noted that up to the present no loans have been made by the
bank to the Government,

The bank acts as the Government’s fiscal agent and makes all cash
disbursements in connection with the execution of the Government
budget of revenues and expenditures. Its capital resources were
composed originally of 200,000,000 rubles of the 1922 issue (equal to
20,000,000,000 of former issues), furnished to the bank from the
resources of the state treasury. In February, 1922, the capital of the
bank was increased to 575,000,000 rubles of the 1922 type. The pro-
gressive depreciation of the soviet ruble impaired seriously the re-
sources of the bank, and in the autumn of 1922 the capital of the

- bank had to be reinforced again, this time to 13,017,000,000 rubles of
the 1922 type. The surplus is to be formed out of the net profits of
the bank, which are distributed in the following manner: 50 per cent
goes to surplus, not more than 20 per cent for the improvement of the
living conditions of the employees of the bank, and the remainder to
the state treasury. There is no limit upon the total of the surplus.

‘When the chervonetz currency was adopted the capital of the bank
was fixed at 5,000,000 chervontzi, while on October 1, 1924, it was
raised to 10,000,000 chervontzi, et{;xal to 100,000,000 gold rubles,
compared with 55,000,000 gold rubles, the capital of the former
State bank. In addition 7,900,000 chervonetz rubles were carried to
surplus at the close of the last fiscal year.

In addition to its own capital and deposits proper the bank shows
among its liabilities large amounts under the caption “ Funds of and
amounts due the commissariat of finance.” These funds constituted
about 34 per cent of the bank’s liabilities in October, 1923, and about
20 per cent of thé much larger liabilities on April 1, 1925. Some of
these funds the bank uses for specific purposes, designated by the
commissariat of finance, for instance, the financing of certain indus-
tries, or of grain operations, advances to cooperative organizations,
etc. In so doing it acts merely as the disgursing agent for the
Government, which at times operates in the same fields without the
intermediation of the bank. Other funds, standing in the name of
the commissariat are gold and foreign exchange deposits, or else
time deposits (Vklady), which the bank apparently is able to use
for current operations. As compared with the total deposit account
of the finance department, other deposits credited largely to na-
tionalized industrial and trading concerns were in the early period
of the bank’s existence of smaller importance. They have shown
only moderate growth, especially since the opening in 1923 of other
special Government banks, such as the Industrial Bank, the Bank
for Foreign Trade, the Moscow Municipal Bank, the All Russian Co-
operative Bank (all four in Moscow), and the several provincial
banks.

The general financing scheme adopted in the spring of 1922 pro-
vided for a distribution of the burden between the treasury and the
bank in the manner that long-term advances to “ heavy ” industries
(coal, petroleum, iron and steel, munitions, etc.) were to be made
by the treasury, the bank merely actinég as its disbursing agent,
while the shorter-term advances to the “light” industries (textile,
food, lumber, chemical, leather, etc.) were to be carried by the bank
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direct. With the assumption of the note issue function in November,
1922, the credits accorded to the various industries came more an
more.to be granted in the shape of chervonetz bank notes, and the
rapid growt%rof the bank’s note liability during 1923 reflects largely
the volume of industrial and trade financing carnied out by the
Government through the intermediation of the banks:

Table 78, on page 358, gives the monthly figures of both loans and
discounts and geposits %lr the State Bank and the four leading:
commercial and industrial credit banks in Moscow. Figures for the
State Bank are exclusive of loans extended on account of the com-
missariat of finance as well as of balances due to the commissariat.
During 1923 industrial and commercial loans and discounts of the
State Bank increased from 30.8 to 813.7 million chervonetz rubles,
while in 1924 they more than doubled. Loan operations of the four

Moscow stock banks (their stock being owned either directly by the
Government or jointly by the larger State industrial and trad.ing
organizations), which commenced only in 1923, show a more rapi
development in 1924, and on February, 1925, stood at 384,000,000
rubles, compared with 659,000,000 reported by the State Bank. On
the same date commercial deposits of the four Moscow banks totaled
252,000,000, compared with 299,000,000 at the State Bank, the four
“big” Moscow banks showing much larger relative gains in deposits
for the year than the State Bank, mainly because of the higher rates
of interest they were paying on current accounts.

Only a small proportion—a little over 7 per cent on October 1,
1924—of the State Bank’s loan and discount portfolio is composed
of paper rediscounted for other banks. As distinct from the banks
of 1ssue in central and western Europe, the Russizn State Bank acts
at present primarily not as & bankers’ bank but as a bank of short-
term industrial and commercial credit for the leading State enter-
prises, dividing the field with the other banks especially created for
the Kurfpose of serving the credit needs of State trade and industry.

The following table shows in summary form the condition of the
State Bank at six months’ intervals between October 1, 1923, and
April 1,1925. The figures are inclusive of those shown in Table 77
for the issue department and cover all the operations of the bank:

Russia—Condition of the State Bank of the Uniorn of the Socialist Soviet Republics,
19231926 ..

{In thousands of chervontzt of $5.145 cach}

Oct. 1,1923 | Apr. 1, 1924 | Oct. 1,1024 | Apr. 1,1026
ABSETS

Cash in vault and Ip trangit, o 2,052, 1 3,510.3 8,22.7 7,315.8
recious metals and {Oreign CUITOROY . remveemememmaeeonn 15,852 4 ,113.1 | 30,8838 33,6817.1
A 2,550, 1 4,342.7 5,062. 6 5, 845.3
bills 12,430. 4 17,704.8 27,084.3 40,620.2
P credits. N 20,903.1
Advances on goods. 17,108.4 22,300.0 25,110,0 13,458.8
All other loans and 22719 2,760.9

Graln operstions account (loans % finance commis-
r‘nrhn 12,7626 { 12,280.7 18, 063.0 n}a-:
Due from branchies and offices 17,5087 | 20,6070 30,6771 | - 09,0521
All other assets, 8,358.8 14,700. 4 10,7641 7,988.7
Total nasets 83,654.7 | 180,710.9 | 161,388.5 | . 243,470.4
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Russia—Condition of the State Bank of the Union a{i the Socialist Soviet Republics,

1823-1986—Continue
Oct.1,1923( Apr.1,1924 | Oct. §, 1924{ Apr. 1, 1923
. R
LIABILITTRS
Capital 5,000 0 5,000.0 10,000.0 10,000.0
F Lty +) O O SO S 790.0 .0
Notes in 23, 500.0 33,8000 | 52,1865.1 5,02.5
8pecial fands for long-term loans to industry, % com-
of finance. 10,8090.7 12,417.5 18,00L7 22,150. 8
Current account and other deposits:
Due to the commissariat of ¢
‘Time deposits (Vklady). 4,224 8
Current 17,880.1 11,557.4 86, 150.5 19, 662. 5
Other 24,7328 0,147.5
Drafts and transfers unpaid 1,082 0 1,476.1 3,196.5 530.
Graln sccount. 11,7’1]{‘:
Dueto and offices i7,11678 | 80.008.8 | 36,4061 | 60.373.4
Interest, commissions, and other earnings............| 83.6 5,006 2#8.3 6,800.7
Profit and loss. 1,568.4 1,088.4 2.800.8 1,560.8
All other Mabilities. 6,535.1 1,549 5,480. 5 8,261.5
Total 83,654.7 | 136,719.9 | 161,288.5 243,470. 4

t As against 51,887,000 chervontzl shown In the report of the issue department.

Since the beginning of the present fiscal year (October 1, 1924)
the gold reserve of the issue department increased by 48,540,000
chervonetz rubles and on May 1 of the present year stood at 179,
940,000 chervonetz rubles. The department holds no silver at pres-
- ent, but reports among its reserves a considerable amount of platinum
bullion, valued at 18,390,000 chervonetz rubles, an increase since
October 1, 1924, by 10,960,000 rubles. Combined gold and platinum
reserves show an increase for the seven months of 59,500,000 chervon-
etz rubles. As against this increase the department reports, however,
a reduction in foreign currency holdings of 53,280,000 chervonetz
rubles, so that its total reserve shows an increase for the period of
but 6,220,000 chervonetz rubles. Meanwhile note liabilities of the
bank have gone up from 518,870,000 chervonetz rubles to 604,390,000
chervonetz rubles, an increase for the period of 85,520,000 chervonetz
rubles, notwithstanding the heavy seasonal decline in January. The
ratio of issue department reserves to note liabilities thus shows s
decline from 46 to 40 per cent. The remainder of the note cover is
made up of discounted paper, including paper secured by liens on
merchandise (advances on goods). The latter item shows a large
decline during the present year, which is, however, fully offset by the
increase in unsecured paper held in the issue department. In addi-
tion to the amounts held as note cover by the issue department, con-
siderablz amounts of precious metals and foreign currency are held
unpledged in the banking department. Thus on April 1, 1924, the
issue department held 173,600,000 rubles of metallic and foreign
currency, while the aggregate bank holdings (i. e., including both
amounts held as note cover in the issue department and amounts
held in the banking department proper) of precious metals and
foreign currency on that dat: are given as 301,131,000 rubles. On
April 1 of the present year the holdings of the issue department were
254,140,000 rubles, while aggregate bank holdings were 335,171,000
rubles. "Apparently with expanding note issu:s an increasing propor-
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tion of the bank’s metallic and foreign currency reserves is finding its
way into the vaults of the issue department to serve as note cover.

’iYs.bIe 77 on page 358 shows monthly figures of assets and liabilities
of the issue department of the Statz Bank for the period November,
1922, to May 1, of the Eresent year. .

Besides chervonetz (bank) notes, treasury notes of smaller denomi-
nations, silver and copper coin and temporary fractional currency
to be exchanged for silver and copper coin, there are in circulation
also so-called certificates of the commissariat of finance, issued in.
denominatiens of 1,000, 2,500, and 5,000 gold rubles, and used largely
by the State institutions and the industrial and trading State enter-
prises for purposes of mutual settlements. During the winter of
1923 and the first half of the following year there were also in cir-
culation 5-ruble certificates issued by the commissariat of communi-
cations (so-called transportation certificates) receivable in p{xgment
for all classes of State transportation services. These certificates
limited in amount, circulated as ordinary currency and were use
as divisionary money with relation to the bank notes. They were
replaced by treasury notes of the larger g and § ruble) denomina-
tions, which began to be issued in March, 1924. Of the total of
780.1 million rubles of currency (exclusive of certificates of the
commissariat of finance) outstanding on May 1 of the present year,
408.6 millions, or 52.4 per cent, consisted of bank notes, 249.9 mil--
lions, or 32 per cent, of treasury notes, and 101.1 millions, or 13
per cent, of silver coin, while the remainder was made up of tem-
porary fractional paper notes and copper coins. The silver in cir-
culation is composed largely of 20-kopeck and $0-kopeck coins, and
shows a larger relative growth during the more.recent period than
any other cless of currency, as may be seen from Table 80 on page
859, which shows the changes in volume of the several classes of
currency in Soviet Russia since January 1, 1923. - Coinage of silver
currency was started in March, 1924.

With the gradual consolidation of the new chervonetz (bank)
currency in 1923 and its gradual infiltration into circulation chan-
nels, the spread between the exchange value and the purchasing
gowgr parity of the new currency became less, largely through the

ecline in the domestic purchasing power of the new currency unit,
partly also throu%h the steady rise of the exchange value of the
chervonetz. But during the entire year the gold value of the out-
standing circulation, reckoned on the basis of purchasing power
parities, continued higher than its value based upon foreign exchange
rates, notwithstanding the preponderant influence of the State Bank
in the determination of the exchange rates (no exchange deslings in
Russian currency bave as yet been resumed in the leading European’
money markets). Durinﬁ 1924, in consequence of the general im-
provement of the financial and foreign trade situation, the exchange
value of the chervonetz gradually approached par and has been
meintained around that point since the early summer of that year.
Since February, 1924, the purchasing power parity of the ruble (in
terms of dollars) has been invariably below the exchange rate, re-
flecting in its movement the seasonal fluctuations of the domestic

price level, especially the movement of prices of agricultural
products.
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The gold or dollar value of the aggregate circulation has shown a
steady growth since the beginning of 1923 and at the beginning of
the present year totaled about $410,000,000, when calculated on the
basis of exchange rates, and $380,000,000 on the basis of purchasing
power parities. As compared with pre-war the dollar value of all
the Russian money in circulation shows a decline of about 60 per
cent, notwithstanding the considerable rise in the general price
level, and reflects more or less the decline in general business that
has taken place since.

Monthly figures of exchange rates and purchasing power parities
also of the gold value of the total circulation calculated on both
bases for the period since January 1, 1923, are given in Table 87
on page 366.

Stabilizition of the currency was made possible by financial re-
form, the rehabilitation of the State budget and the elimination of
paper money issues for covering the budget deficits. Efforts to
bring about an approximate equilibrium between State revenues and
expenditures continued for several years, but it was only in the
budget for the current fiscal year (1924-25) that the Government
relinquished altogether note issues as a source of State revenue. As
may be seen from the following table, note issues furnished nearly
30 per cent of the total State revenues for the fiscal year ending Sep-
tember 30, 1923, and about 8 per cent of the total revenue for the
fiscal year 1924. The remainder of the deficit was covered by loan
operations. Government borrowing began in May, 1922, with the
launching of the first grain loan for 10,000,000 poods of rye (1
pood=36.112 lbs.), and was followed by a 6 per cent 10-year lottery
gold loan which had however to be changed to a forced loan, as
voluntary subscriptions to it yielded only 26,000,000 rubles out of the
100,000,000 rubles expected. In addition to the certificates of the
commissariats of finance and of communication which were issued
largely in anticipation of revenue there were issued in 1923 another
grain loan for about 100,000,000 poods of rye, which yielded to the
Government 46,700,000 rubles, and a sugar loan, totaling 1,000,000

s of sugar, which was to furnish the sugar industry with some
of the lacking operating capital.

During 1924 the Government placed an 8 per cent compulsory gold
loan for 6 years amon% the trading and industrial State institutions,
another 6 per cent lottery loan, also partaking of compulsory
features, and a peasant loan for about 50,000,000 rubles, which was
only partly successful. It is only in the current year that the Gov-
ernment announced the relinquishment of forced loan operations.

At the opening of the present fiscal year (October 1, 1924) the
total debt recognized by the Soviet Government was 245,800,000
rubles, all of which had gem concluded since 1922. During the eur-
rent year it is proposed to raise from loans a total revenue of 110,
000,000 rubles. i

The following table shows the revenues and expenditures of the
Soviet Government for the three fiscal years ending September,
1923, 1924, and 1925:
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Russia—Receipts and expenditures of the Union of Soviet Republics

(Actunal {or the fiscal years ending Sept. 30,

[Source: Viestnik Finansov, No. 1, 1925. In thousands of chervonets rubles]

1023, and 1924, and estimated for the fiscal
éopm‘,nlm?" year ending

1022-2 102324 1924-25
REVENUES . ,
Ordinary:

Direot taxes, fos. 242,412 368, 570 510, 680
mdirect taxes. 164,838 307,718 458, 200
Revenue from transportation, po!h, and telegraphd. oo coooovo 301, 801 076,127 882, 500
Revenue from State domains anc 57, 636 187, 848 228,410
Tutal ardinary revenus. 856, 837 | 1, 830, 261 2,088, 868

Pmmed.l loans (exclusive of certificates of the commis-
sariat of finance)

Revenue from the lnu of eliver and copper cain..
Revenus fron issus of paper currency.

Wmmmmwm.

Total revenns.
l!;l'nm

Defense. 04,895 | 904, 407, 47
T 505568 729,041 500
Industry: Ad and @ 144,308 | 140 121, 858
ok o 164, 516
Cultural and social 10,014 [ 20,8000 244980
o6 | a0 w77
Total 1,336,319 | 1,021,731 [

Ta sddifion ocal sxpendivares (aiaiviive of ihe Far Hast Fersitory | oo Lo, 5%
and i8) 285,600 | ses,000| 672,300
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‘ SPAIN *
1. CURRENCY SYSTEM OF SPAIN

The currency situation in Spain is ‘peculia.r in that the 'countrg for
& long time has not been upon the gold standard, the silver standard,
or the paper standard. Althougﬁ nominally upon the bimetallic
standar(f, g;rm actually is upon a fiduciary standard of which the
metallic money consists of silver coin. Spain can not be said to be
u]fon the silver standard, however, since there is no free coinage of
silver in Spain, and the value of the silver coins is not influenced to
any great extent by the market value of the bullion in the coins.
The cpins have a scarcity value which is i'eater than that of the
bullion in the coins, due to the fact that their quantity is limited.
Spain is thus upon the fiduciary silver standard and exchnn%le rates
fluctuate with practically no relation to the price of silver, and about
no fixed par with any other country. The silver coins have contin-
ally been worth as money more than the bullion value of the silver
they contain, as can be seen in chart 55 which shows exchange
rates on Paris (gold franes for 100 pesetas), and also the value in
gold francs of the silver in 100 pesetas.

The monetary unit of Spain is the peseta, which is divided into

100 centimos. The gold coins contain 0.290322 gram of pure gold
for each peseta, while the 5-peseta silver pieces contain 4.5 grams
of pure silver for each peseta? giving a bimetallic ratio of approxi-
mately 1534 to 1. The gold peseta is thus worth 19.29 cents in
American money, the same as the French franc and other unite of
the Latin Monetary Union. Since gold has not circulated in Spain
for many years this ﬁold par of exchange has little significance and
exchange rates have been subject to considerable fluctuations.
. Spain adopted the moneta.\g system of the Latin Monetary. Union
in October, 1868, although Spain did not become a party to the
agreement and was not a member of the union. ' ‘The Spanish law of
1868 provided for unlimited coinage of both gold and silver. Gold
coins were not struck, however, until 1877. By this time, the gold
price of silver had begun to fall and the market ratio between gold
and silver was not that of the monetary ratio of S}min, nor of the
countries in the Latin Monetary Union.: As silver fell in price and'
as the monetary circulation increased, the gold coins became more
valuable as bullion than as money, and were driven from circulation
in accord with Gresham’s law. : A-

Free coinage of silver by private individuals. was abolished in
Spain in 1878, so that the quantity of currency that could be put
into circulation was restrictez after this date. However, the Govern-
ment continued to coin silver money for its own account, and increased.
the circulation in this way. As rice of silver fell the Govern-
ment found these operations very profitable. This continual increase

1 This section was by John Parke Young.
3 The smaller siiver contain lees silver per peseta.
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in the circulation was largely responsible for the decline in exchanﬁe
rates during the last quarter of the last century. After 1899 the
coinings of silver money were very much reduced.

Although the Government coined large quantities of silver coins,
especially 5-peseta pieces, or duros as they are called, the restrictions
upon free coinage prevented the quantity of the coins becoming so

CHART 8
SPAIN—EXCHANGR RATES AND GOLD VALUE OF SILVER IN 100 PEszras, 1863-1924
Exchange rates in Madrld on Paris

{For figures see Table 95]
Exchange rates, francs for 100 pesef Exchange rates, francs for 100 pesetas
‘Value in gold francs of silver in 100 pesetas Valus in g?ld rancs of silver In 100 pesctes

L

\’\"'\/

VALUE (M 800

Suhg
NS 17
Q_/

eat as to depreciate their value as rapidly as the price of silver was
alling. The coins all the time have been sufficiently limited in
number to prevent their value falling to that of the {ullion they
contain. At the same time, they have been sufficiently redundant
to prevent their value being maintained at the gold par. A very large
number of duros was coined in 1898, worth nearly 200,000,000 pesetas,
a greater amount than had been coined in the previous seven years
combined. The effect of these large coinings on exchange rates
at this time can be seen in the above Chart (No. 55). In November,



CURBENCY AND FINANCIAL CONDITIONS—SPAIN @225

1901, & law was adopted which prohibited the coining of the 5-peseta.

silver pieces. Since 1899 there have been no mintings of these

coins, and since 1905 there have been practically no coinings of any’

description. :

Spain coined large %llxa.ntities of gold coins from 1877 to 1892.
These coins, however, did not stay in circulation, as already noted,
since their monetary value was less than that of the gold in the coins.
The great majority of these coins were exported to foreign countries.
Some also were melted down for use in the arts in Spain, or went
into hoards.

At the present time the gold in the Bank of Spain, amounting to
about 2,500,000,000 pesetas ($500,000,000) is practically the only
gold coin within the country. The Bank of Spain has used its 8ption
to redeem its notes in silver coin, since it was feared that had the Bank
attempted to redeem the notes in gold, it would have promptly lost
all its gold. Spain is thus upon the fiduciary silver standard, end the
large.amount of currency in existence has degreciated the value of
the peseta below its nominal par, and kept Spanish exchange at a
discount in foreign markets most of the time since about 1882,

The Bank of gpain, Banco de Espafia, dates back originelly " to
1783, but under its present name onl‘;r to 1856. Its predecessor, the
Bank of San Fernando, was the outgrowth of the Bank of San Carlos,
founded in 1783. The Bank of Spain, like other central banks, is a
bankers’ bank and serves as fiscal agent for the Government. The
Bank holds the bulk of the country’s specie reserve and rediscounts for

rivate banks and bankers who look upon deposits at the Bank of
pain as cash. The Bank of Spain has enjoyed & monopoly of note
issue since March, 1874, the notes being redeemable in either gold or
silver at the option of the Bank. The Bank preforms most.of the

operations of other banks, but it is not regarded by other banks as a’

competitor. Its policies have long been verg conservative, but in
spite of this fact its profits have been large. The Bank transfers funds
to any of ite branches for a small charge, end serves ss & clearing
house for the other banks.

The maximum amount of notes which the Bank was permitted to
have outstanding before the war was 2,000,000,000 pesetas. At the
outbreak of the war therewas a demand in Spain, asin other countries,
for more cash and on August 5, 1914, the limit to the note issue was
raised to 2,500,000,000 pesetas. This fimit was subsequently increased
se\éeral tiI:nes. 14 b il ;

ain being neutral during the war received large quantities of
Oltf in payment for exports. The gold reserves of the Bank of
pain increased very greatly, as can be seen from Chart 56. As the
ﬁold reserves increased and as the demand for currency increased
uring the course of the war, the limits to the note issue were raised
80 a8 to avoid the necessity of the Bank having to pay out its silver
money. The policy of the%a.nk, however, in regard to note issues hes
been conservative, and the increased circulation hes been almost
equalled by new gold acquired.

The legal reserve requirements against notes of the Bank of Spain
are somewhat complicated. The reserves required before the war
have been described as follows:

For notes up to the amount of 1,200,000,000 pesetas a specie reserve of one-third

at least one-half of which must be gold; for notes from 1,200,000,000 to 1,500,-
000,000 a specie reserve of 60 per cent of such notes, of wiﬁch at least two-
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thirds must be gold; for notes from 1,500,000,000 to 2,000,000,000 a specio.
reserve of 70 per cent of the amount of auch notes, of which at least five-sevenths
must be gold. Thus, for an issue of 2,000,000,000 pesetas, total reserves of 930,
000,000 pesetas, or 46.5 per cent, must be &ept, of which at least 570,000,000 must
be gold. The kind of gold that may be held is either Spanish gold at par, foreign
gold at the mint par of exchange, or bars at the rate of 3,444.44 pesetas per kilo *
of fine gold. The silver must be Spanish coin of legal currency.’

The decrees increasing the note issue after the beginning of the
war provided that the increases should be backed by an equivalent
amount of specie. The first decree did not specify whether silver
or gold, but the other decrees provided that the increases authorized
should be covered entirely by gold.

On the outbreak of war in 1914, the sudden demand in Spain for
funds was met by the Bank through the extension of credit as well as
by increasing the note circulation. In addition to the expansion of
notes and deposits, the Bank paid out large quantities of silver coin
from its vaults. As the war progressed both the note circulation and
the deposits continued to expand.

The conditions brought about by the war caused a considerable
development of the practice of rediscounting. As the private banks
were called upon increasingly for funds, they found it convenient to
go to the B. of Spain am{ rediscount their &aper. Rediscounting
was also encouraged by the method used for financing credits to the
belligerents. The Sfpams anks accepted drafts drawn by foreign
bankers, which drafts were then rediscounted to a great extent at
the Bank of Spain.

The use of (Elecks has never been developed in tiram as it has in
the United States and elsewhere, and credits granted by the Bank of
Spain are ordinarily taken out in notes. Checks payable to order
are subject to a small tax which tends to discourage their use. A
recent law has removed this tax when checks go through the clear-
ing house, but checks are still used very slightly. The chief reason,
!mwever; for the of checl to be the fact that business
in general is not familiar with the checkinﬁusystam and the conven-
ience which it affords. Also i(:lople are inclined to be afraid of checks
and prefer cash, which they know is good. On account of the little
use made of checks the note circulation of the Bank of Spain has
always been very much larger than the deposits,

As the belligerent countries made purchases in Spain, gold began
to flow into Spain in payment for these goods. The la.r%r importa-
tions of gold which have taken place since 1914 have changed de-
cidedly the complexion of the reserve in the Bank of Spain. Before
the war the metallic reserves in the bank consisted of a larger per-
centage of silver than of gold. However, at the present time the
gold reserve is about four times the size of the silver reserve, and
;1;? 4t/of.axl reserve has much more than doubled since the first part of

The gold imported into Spain went almost entirely into the Bank
of Spain, since there was practically no other market there for gold.
The Bank of Spain is not required to purchase foreign gold at a
fixed price, and therefore purchased the gold that was imported at a
discount which varied from time to time. The discount on gold

3 8 Finy N. Y . 3
mhhlml-nnud'l‘nd-,byhl.hw oung. Special Agents Series—No. 203, Department of
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dollars at its maximum amounted to about 6 per cent, the bank

aying 4.85 pesetas for the dollar in place of 5.18, the nominal par.

ince there is no free coinage of gold in Spain, importers of the metal
could not secure the full number of pesetas, but had to accept the
current rate if they desired to dispose of their gold. These opera-
tions were very profitable to the bank. They were also profitable
to those importing gold, since dollar drafts on the exchange market
could be purchased at a lower figure than the rate quoted by the
Bank of Spain for purchasing tﬁ gold. During 1916 and 1917
most of the gold that was acquired was American coin.



. II. FOREIGN TRADE

Foreign commerce is important to Spain since the country depends
upon foreign sources for many srticles, especially manufactur
articles, ulso raw cotton from the United States for the textile mills.
The exports from Spain, which help to pay for the imports, consist
chiefly of raw materials and foodstuffs, and comg»ri‘se an important
percentage of the country’s total production. Spain is rich in re-
sources and produces a- Lrge amount of agricultural and mineral
Eroducts, part of which are sent abroad. Although Spain has not

een considered an industrial country, certain industries exist there

on a considerable scale, and industries seem to be increasing in
number and importance. The most important industries of Spain
are the textile industry and the iron and steel industry. The tex-
tiles which Spain exports go in a large degree to the Latin American
countries, with whicY: Spain has close affiliations due to a common
lanfua.%e and to historical and other ties.

he leading products which Spain imports are raw eotton, (mostly
from the United States), machinery, coal, cereels, iron and steel
manufactures and other products. The chief exports of Spain con-
sist of wines (mostly to France), iron ore, lead, oranges, textiles,
copper, cork, olive oil, nuts, and other food products.

ranee has long been the leading country in Spain’s foreign trade,
from the standpoint of value, and has ranked first, both as a source
of Spain’s imports and as a recipient of Spain’s exports. The
geographical proximity of France has accounted for this to a large
extent. In recent years, however, the United States has exported
more to Spain than has France. The following table shows the
chief countries with which Spain trades.

Spain—Imports and exports of merchandise by countries
[Source: Anuario Estadfstico de Espafia]

Imports Exports
Wi 19201 1913 10201
Pesctas Peselas Pesetas P

167,485,782 | 331,345,958 || France......ceoveeeenns 327, 744,318 | 280, 579,
204,268,202 | 219, 228,020 || Great Britain..........| 231, 571, 221 | 218,704, 144

C 344,660,199 | 213,814,723 964, 239 ), 559,
110,970,606 | 134,331,583 | Cuba.___._.-..._.......] 64, 138, 830.{ 81,024, 06D
l&g xlw,!“ lnlit'adﬂhlﬂ .......... z ;g;:g ﬁgﬂigg

504, 165 || Belgium.

185, 805, 757 28,305,707 | Italy .. ... ... | , 722,408 | 38, 457, 347
5, 868, 093 32,049, 088 olland , 874,331 | 22,806,038
24,928, 797 31, 562,000 tugal. ..o amanas 47,367,918 | 19, 485,033
14, 436, 839 28, 684, 108 ‘Anaries. 018,000 | 19,170,968
2], 400, 054 26, 034, 763 74,418,506 | 15, 883, 356
17, 824, 254 21, 803, 822 exico. 16,851,807 | 13, 505, 529
58, 510, 184 20, 464, 443 || Uruguay. 10, 851, 510 | 18, 151,907
18, 642, 388 19,743,201 |i Bwitzerland.............| 14,040, 047 B 418 144
9, 385,008 19, 488, 180 razl) 5, 468, 845 7,981,400
2, 477, A9 16,078,452 || Sweden. . ... .| i, (-4 7, 208, 481
16, 404, 405 16, 547,057 [ [ S 2, 240, 177 6,306, 210
44,973, 518 1,844,979 || Chile. , 584,278 | 3,359,378
. , 050, 385 | 2,384,658

1920 Is the Iatest yeer for which figures are available according to countries.
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Trade with the United States has increased very greatly as a result
of the war and it will be noticed that the United States now ranks
first in Spain’s import trade. On the other hand, exports from Spain
to the United States are only one-fourth the size of those going to
France and one-third the size of those going to Great Britain. Before
the war Germany received a large quantity of S(imn.ish goods, but at
the present time this trade is very much reduced. .

For a long period prior to the war Spain had an excess of imports
most of the time. Rlevettheless, Spain was not a creditor nation.

CHART &7
BPAIN—TMPORTS AND or M A 1900-1022

{Special fmports, i. e., imports for domestic enmumpuvnl: special exports; 1. e., exports of domestic mer-
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The war, however, has changed this condition and Spain is now to be
regardetf as a creditor nation. The excess of imports prior to the
war represented s flow of investments into Spain from Great Britain,
France, and other countries, These investments, which led to the
importation_of goods, were offset by the exportation of Spanish
securities, In addition to private borrowing in foreign countries, the
Spanish Government borrowed funds in France and in Great Britain,

'he excess of imports also represented remittances to Spain by
Spaniards residing in foreign countries, especially in Latin America,
and by expenditures of tourists in Spain, probal l{v also by earnings
of Spanish ships in excess of payments made to foreigners for ship-
ping services rendered to Spain. Chart 57 shows the imports and
exports of Spain since 1900.
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Upon the outbresk of war, the belligerents turned to Spain to
supply many of their war needs. The proximity of Spain and the
various products which were available there, caused the other coun-
tries to look to Spain to a large extent for materials needed. It will
be noticed from the above chart that exports increased after 1914, and
that Spain had a large excess of exports during the entire war period.
These exports were paid for by the foreign countries through ship-
ments eoxfpgold, and also th.rot;gh credits granted by Spain. The
excess of exports was also paid for by the return to Spain of Spanish
securities, both governmental and private, from the warring coun-
tries. The following table shows the importation of gold into Spain
sirice 1910:

' Spain—Inports and ezports of gold, 19101988

{Sonrce: dels del Comercis Exterior de Espafia]
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The products which Spain exported during the war were sold at.
high prices, and therefore yielded attractive profits to Spanish mer-
chants. As a result of the intense demand for Spanish products
and the attractive prices which could be obtained, internal industry
was stimulated.. The character of Spain’s production was also
changed. Imports of coal were cut off and the high prices cbtaining
for coal d the domestic production almost to double. The
production of iron and steel and other manufactured articles was
also extended. The large profits accruing to Spain as a result of the
war increased the wealth oF many individuals and also of the country
83 8 whole, and brought about a period of great prosperity and a
revival of enterprise. .

When examining statistics on Spanish trade, it should be borne in
mind that imports and exports are valued. at officially fixed prices,
The official prices for the articles remained the same during the
entire period of the war and until the year 1921, although prices
rose very greatly during this period. The amount of error introduced
by this artificial method can be realized from the fact that prices of
nnsorta.nt articles which are imported, such as raw cotton, coal,
and other articles, rose to several times their height existing in 1913,
Exported articles also show & similar rise in price. The official
values were changed and new values made applicable to trade figures
beginning with the year 1921 .

" 3 'The values are now fixed by ths C from Mar. 8,

om:}o dsla Naclonal, an da!
194, when the Junta de Aranceles y do Valoraziones wont out of existence. Prior to this date the Junta
flxsd the values, ‘Tha valuss for 1923 were fized by the Consefo do la Economia Naclonal,
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The method of determining the official values is as follows: The
import prices for any year are based upon the average of prices for the
year preceding as shown in the invoices of all the customs houses, plus
the freight and commissions. If the difference between this price of
the article and the domestic cost of production of a similar article is
less than 10 per cent, the domestic cost of production is used instead.
If the difference is more than 10 per cent, an arithmetic average is
struck between the average domestic cost and the average foreign
price, and the resulting price is the official price. Prices for exported
articles are also fixed officially. These export prices for each year
are t}'xe average of the factory prices of the article for the preceding
year. :

The total excess of merchandise exports from Spain durini the five
years, 1915 to 1919,amounted to over 2,000,000,000 pesetas. This excess
of exports is in contrast to an excess of imports of a little less than
500,000,000 pesetas during the five years prior to 1915. In spite of
the artificial method of showing import and export values, it can be
seen from these figures that % ain exported a very much larger
amount than in normal times. %ere actual values shown the figures
would be much greater. In addition to this increase in merchandise
exports, Spain’s invisible exports increased as a result of the war.
Spanish laborers migrated to France, attracted by lucrative wages
there, and remitted large sums to Spain. Also, Spanish ships enjoyed
large earnings as a result of the urgent demand for ships during the
war and the high freight rates obtaining. It is known that during
the war Spanish ships handled practically all of Spain’s foreiin
commerce, as well as a large amount for other countries. The
increase in the credit items in Spain’s foreign trade resulting from
large exports, both visible and invisible, has placed Spain in the
position of a creditor nation and has reduced the external debt of
the Government held abroad. The external debt of the Govern-
ment now amounts to a little over 900,000,000 pesetas. Most of
the obligations relfresenting this foreign debt have now been purchased
by Spaniards and are therefore domiciled in Spain.

The increase in the exports of Spain during the war was financed
through the return to Spain of Spanish securities, both Government
and private, especially railway securities; also through borrowings
in Spain and through shipments of gold to Spain. The low prices
grevail'mg in Spain for francs and other foreign currencies induced

panish investors to purchase these currencies and with them buy
Spanish securities abroad, which were thus cheap in terms of pesetas.
On the other hand, in France and Great Britain pesetas were ex-
pensive, and the return to Spain of Spanish securities and their sale
there, provided pesetas which yielded a relatively large amount of
francs or pounds to the foreign owners of the securites.

In June, 1916, the Government issued a decree regulating the
importation of securities into Spain. The Government, according
to the law, reserved the right to prohibit the introduction of Spanish
securities into Spain. Persons intending to bring Spanish securities
into Spain were required to notify the Government to this effect.
The law was not enforced strictly, but to the extent that it discouraged

3 Customs duties are payabls in gold but are actually paid in current pesetas at official rates fixed sach
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the return of Spanish securities it tended to depreciate still further
exchange rates 1 Spain on foreign countries. :

According to an agreement between Spain and the United States,
si*gned in A t, 1918, an arrangement was made for the %'anting
of credits by Spanish banks or bankers to American banks or bankers
to the extent of 250,000,000 pesetas. The credits were to be used
by the United States for purchases in Spain and were secured by
the deposit in New York of obligations of the United States payable
in pesetas. Although credits to the extent of 250,000,000 pesetas
were provided. for, only 155,000,000 pesetas of this amount were
used. ~ Credits were also granted by Spain to Great Britain and
France. When the United States placed an erbargo upon gold
exportations in the latter part of 1917, the influx of gold into Spain
declined greatly. Credits were then needed to finance the large bal-
ance of merchandise exports from Spain to the belligerents.! Gold
imports were resumed in 1919, after the embargo in the United
Stateg had been lifted.

The events noted above show how the position of Spain has been
changed since 1914. Chart 58 shows this situation and how Spain’s
trade since the first of 1920 has shifted back to an excess of imports.
Although Spain’s pre-war excess of imports has returned, the excess
of imports is now due to different factors than in 1913. The excess
of imports now instead of representing investments coming into
Spain represents, to a large degres, payments on indebtedness to
Spain contracted during the war. Tt also represents remittances of
Spaniards to Spain, especially from Argentina and other countries
in North and South America.

+ Importations of gold from Grest Britain stopped early in 1018. Imports of gold from France, which
I never Do langer al40 Goancd abaat 1 e, G0l iroch the Dnited States cantiniad to oamme In anthl
the embargo in 1917, upon its from U States. .
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III. EXCHANGE RATES AND PURCHASING POWER PARITIES

Exchange rates in Stpa.in on gold-standard countries have been
subject to fluctuations for several decades, since Spain has not been
upon the g}(:ld standard and the equalizing influence of gold ship-
ments has been absent. The currency in Spain before the war, as
already noted, consisted of bank notes and silver coin, the monetary
walue of the coin being greater than that of the bullion in the coin.
This greater monetary value was due to the fact that free coinage did
not exist and the quantity of the coins was limited. The coins
could not be exported profitably, and there was therefore not much
limitation upon fluctuations of exchn.nlﬁ: rates other than that result~
ing from the demand and supply of bills. . . i
pon the outbreak of the war, banks and individuals in Spain,
holding funds in foreign countries desired to bring their funds home
to Spain. Heavy offerings of franes, pounds, and .other currencies
resulted and rates of exc e on foreign money centers declined:
Francs and pounds both went below their nominal par in Auﬁsﬁ,
1914 (. e., par determined upon the basis of the gold peseta, which
did not circulate and which was more valuable than the silver peseta).
Francs and pounds recovered from their discount by the latter ;m
of 1914, but as exports from Spain increased, the recovery lasted for
only a few months. From the first of 1915 to the middle of 1918
these currencies continued to fall, with slight reactions. During
1915 and 1916 the fall was not as rapid as later, since gold shipments
tended to sustain exchange rates. Large gold shipments from Great
Britain and to a less extent from France took place durin%1915 and
the early part of 1918, when they were discontinued. Gold ship-:
ments from the United States continued until the latter part of 1917.
During 1916 and 1917 most of the gold imported into Spain came:
from the United States. - . ’ :
- Prior to 1915 there was practically no foreign exchange business
between Spain and the United States transacted in terms of dollars.-
Trade that took place between the two countries was financed chiefly
through London by means of sterling drafts. However, conditions
Erowing out of the war caused a change, and since about 1915 Spanish
ankers have kept balances in New York and New York bankers
have kept balances.in Spain, so that a large amount of trade is now
financed directly. Inasmuch as Spain’s foreign trade is chiefly with .
Great Britain and France, pounds and francs have a wider market
in Spain than dollars. . . Lt g
Dollars were at a discount in Spain from the first of 1916 to the
latter part of 1919. This was in spite of the fact that during the
entire period imports from the United States to Spain were greater
than exports from Spain to the United States. The depreciation
of the dollar during this period is to be accounted for by the fact
that the dollar was tied up artificielly with the pound and the franec.
Exchange rates in New York on London and Paris were “ pegged”
at relatively fixed points. Heavy exports from Spain to Great

235



236 : EUROPEAN CURRENCY AND FINANCE

Britain and France, which depreciated the pound and the frane,
thus also depreciated the dollar. The method by which this de-
vreciation of the dollar took place may be illustrated as follows:

arly in 1918 a draft in Spain for 100 francs could be purchased
for only 70 pesetas (rather than 100 Sesetas or par). The 100 franes
could be sent to New York and sold at the artificially fixed rate of
about $18. At about the same time $18 in New York would pur-
chase approximately 72 pesetes in Spain. There was thus a profit
of 2 pesetas in 70, less commissions, These operations took place
t0 a considerable extent as long as the difference in the rates made them
profitable. These operations thus depreciated the dollar along
with the franc and the pound, by creating a large suiplg of dollars
in Madrid on the part of banks and individuals who had sent their
pounds and francs to New York to be sold and by creating a large
demand for pesetas in New York. .

The depreciation of foreign currencies on the Spanish exchange
market was greatest in the middle of 1918. Coincident with the
allied military successes beginning in the middle of 1918, the de-
preciation rapidly became much reduced, as can be seen in Chart
59. Exchange rates improved remarkably in the fall of 1918 as
the end of the war appeared near, and at the time of the armistice
were b:s(ik approximately to where they had been a couple of years
previously. .

In Chart 59, which shows New York exchange rates on Madrid,
it will be noticed that the value of the dollar returned to par during
the last half of 1919, and that since 1919 the peseta has been at a
discount in terms of dollars. In the spring of 1919 the “pegging”
of the franc and the pound with the dollar was discontinued, and
since that time the currencies have moved independently and the
depreciation of the franc and the pound has not carried down with
it the value of the dollar in Spain. The removal of the gold em-
bargo by the United States in June, 1919, permitted the settlement
of balances between the United States and Spain and was one of the
factors ung;:vn;g the value of the dollar after the war.

At the first of 1920 pesetas started downward in New York and
continued to fall during the entire year. Since the end of 1919
pesetas have conti y been depreciated in New York in terms
of dollars. This depreciation of the peseta has been due mainly
to relatively higher prices in Spain than in the United States. The
purchasing power parities of the pesets with the dollar in Chart 60
show the value of the pesets in terms of dollars computed on the
basis of the ratio between the price levels in the two countries, as-
suming 1913 to be 100. Bearing in mind that the index numbers
for Spain and for the United States have been constructed nowrd;‘pﬁ
to different methods, and thus are not entirely comparable, it wi
be noted, nevertheless, that in 1921 the value of the peseta in New
York sccording to exchange rates was almost the same as the hypo-
thetical value of the peseta on the basis of the relation between the
two price levels. e curves for exchange rates and purchasing
power parities move more or less together until Ma{, 1922, when the
pu.rchasinipower parity value of the peseta rises above that accord-
ing to exchange rates, and remains continuously above the latter.

The fact that excl’mnge rates have been lower than purchasing
power parities since May, 1922, is accounted for largely by the urgent
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demand for dollars in Europe, due to political and other events, and
to disturbed conditions in Spain. The fall in the peseta, or the rise
in the dollar, hias been due to-an importent extent to the intense
demand for dollars in Europe and elsewhere, which reacted upon
peseta exchange. The demand for dollars at some times became
relatively greater in Paris and other European centers than in
Madrid, and banks in Spain with dollars for sale found it profitable
to transfer the dollars to London, Paris, or elsewhere and secure a
relatively large amount of pounds or francs, which then could be
converted into pesetas. These operations raised the price of dollars'

CHART 61
SPAIN—WHOLESALE PRICES ON PAPER BASIS AND ON GoLD Basis, MONTHLY, 1921-1025

{Index numbers of Instftute of and 74 fes, middle of month, 1913=100.
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in Spain. The fall of the })eseta in New York may also have been
due in part to an excess of merchandise imports into Spain from the
United States and elsewhere during the lust few years.

In spite of reduced imports from the United States in 1923 the
peseta fell in the United States during the entire year 1923, especially
1o the last half of the year.! The greater proportionate fall of the
pound and the franc at this time tended to increase Spanish pur-
chases in Gresat Britain and France. As the dollar became more
expensive importations of American goods competing with British
and French goods were affected.

. The fall in the peseta during the last half of 1923 was also due to

a slight fall in prices in the United States and to a slight rise in prices
in Spain, as can be seen in Chart 61. The purchasing power parities

1 Imports from the United States declined, due Inr%ely to depressed conditions In the Spanish textile
I.ndnl:nuy,lo that importations of raw cotton from the United States were reduced. -
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curve in Chart 60, which shows this situation clearly, turned down-
ward o the spring of 1923. These curves also help to explain the
jmprovement in the peseta from the middle of 1921 to the middle of
1922. Prices in the United States rose somewhat during this period
and prices in Spain fell somewhat so that the two price curves came
close together in the last half of 1922. Exchange movements were
arratic in 1920 and 1921 due to the depression which prevailed at
this time and which disrupted business and financial conditions.
Nevertheless, the influence of the price levels upon exchange rates is
very noticeable. :

?he financial sitietion in Spain in 1923 and 1924 was not satis-
factory. The Government had to resort to borrowing to meet its
needs and there was a tendency toward inflation. The note circula-
tion increased, as shown in Chart 56, and the price level tended
upward. Another factor in the fall in exchange rates during 1923
and the first part of 1924 was the Spanish campaign in Moroceo,
which was to a large extent the cause of the disturbed conditions in
Spain! The campsaign was expensive and did not seem to be meeting
with much success. Internal political difficulties in Spain were also
a factor which affected the demand and supply of drafts and thus
exchange rates. E

In the latter part of 1924 and the first .of 1925 the value of the
geseta in the United States increased to about fourteen and one-

alf cents, higher than it had been sincg the middle of 1923. This
improvement was part of the general upgard movement of European
currencies as a result of improved conditions in Europe and large
loan flotations in the United States.

During and after the war Spain's 'Folicy was conservative as regards
credit and currency expansion. The note circulation of Spain in-
creased during the course of the war chiefly as a result of very large
gold reserves, rather than as a result of gﬁvernment financing, as was
the case in other countries. -Although the note  circulation is
adequately backed by gold, the expansion which has taken place is
the chief cause of higher prices and depreciated -exchange rates.
The large gold importations were used as the basis for new currency,
and the note circulation at the present time is more than double that
of 1914. It is backed to the extent of about 71 per cent in gold and
silver, the silver being about one-sixth of the total reserve. Bank
deposits in Spain, both in the Bank of Spain and in the other banks,
increased during the war but not to the extent that they did in many
other countries. The checking system is used very little in Spain
and thus the demand for deposit credit was not as great as it would
otherwise have been. Different from most countries, the expansion
which has taken place in Spain since 1914 has been to a great
extent in note circulation. ‘



IV. CURRENCY BREFORM

The change which the war brought about in the character of the
reserve behind the note circulation of Spain led to some discussion
in Spain of currency reform, involving the establishment of the gold
standard. Since 1914 Spain has received net gold importations
amounting to about & billion and & half pesetas (about $300,000,000)
This gold went almost entirely into the Bank of Spain and the fol-
lowing figures and Chart 56 show how the reserve position of the bank
has been strengthened.

Bank of Spain—Circulation and reserves, 1914—19%/
|End of year; 000,000 omitted)

Reserves Forcentage
Notes in [of vold and P?"’zﬂ;"ﬁ:’
cireulation ver to | o &
Silver Gold Total notes
Pesetas Pesetas Pescios Pesclas Peascias Pesctos
1901 709 673 1,282 1,974 64.9 2.0
WS s 53 867 1,620 2,100 77.0 410
191 741 1,251 1,9m2 2,360 .0 53.0
017 ] 709 1,067 2,678 2,79 96.0 70.0
191 641 2,228 2,870 3,334 86.0 07.0
181 30 2,448 3,076 3,856 7.0 8.0
1 574 2,457 3,081 4,326 0.0 86.7
X 625 2,513 3,138 4,244 73.9 59.2
1 8o 2, 525 3,170 - 4,137 7.6 0.0
I L 2,528 3,177 . 4338 7.2 8.2
h 7 852 2,535 3,187 4,535 .3 8.1

The introduction of the gold standard into Spain would be very
advantageous to the country, both from the standpoint of foreign
trade and from that of domestic prosperity. It would create greater
confidence in the conduct of business and would practically abolish
exchange fluctuations with gold standard countries. A more stable
cwrrency than Spain now has under the fiduciary silver standard
would encourage trade and intercourse with other countries and would
be beneficial not only to Spain but to the other countries as well. If
the peseta were a gold unit and were freely convertible into gold,
it would soon acquire a prestige which it has never enjoyed, and would
‘place Spain in a position of greater importance in international trade
and finance. .

A plan for the introduction of the gold standard into Spain was
proposed in_the spring of 1918 by the Minister of Finance. His
measure, which provided that the sifver coins be legal tender in limited

uantities only, and that gold be placed in circulation, was widely
3iscussed. However, the plan was never adopted. The general
sentiment then was that a more propitious time would be found
after the close of the war. Agitation for the gold standard has con-
tinued to the present time although the question is not now a very
live one. Sentiment seems to be in favor of reform, but no definite
action in this direction has been taken. Political and other events
have occupied the attention of Spain recently.

240
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The introduction of the gold standard involves the question of
the gold value to be given the peseta. The general opinion in Spain
seems to be that the nominal gold par of 19.29 cents is the most
logical and desirable value to give the peseta. However, the present
value of the peseta as expressed in excl‘:%ﬁﬁe rates on New York is
considerably gelow this nominal par. ile it is possible that the
peseta could gradually be raised to par in the course of a few years,
2 rising peseta is depressing to business. Stability is what is wanted,
and a rmsing peseta is an evil just as a falling peseta is an evil.
Furthermore, the nominal par of 19.29 cents has little practical
significance in Spain, especisﬁy since the currency has never been at
par for any length of time. . .

If Spain desired to restors the currency to its nominal par, and
should announce a redemption date two or three years hence, at
which time the silver and paper pesetas would be redeemed in gold,
the value of the peseta would gradually rise toward par as the redemp-
tion date approached. The present peseta then would have value
as an' investment, and could not be worth much less than a non-
interest-bearing Government security, maturing in three years for
example, which the peseta in essence would become. .

Spain at present has sufficient gold within the country to undertake
redemption of the currency even at the nominel par.- However, if
this were done I{mper and silver money would be presented for re-
demption, which would tend to reduce materially the gold reserve.
Therefore, to avoid a great reduction in the reserve, provision should
be made for the redemgtion also of the money in interest-bearing
securities, if the holders desired, the securities being made sufficiently
attractive to protect the gold reserve, giving assurance that a large
amount of the currency would be presented in exchange for securities

-and thus would become funded. art 56 shows the reserve position
of the Bank of Spain, and the large amount of gold held.

The sold which is now in the vaults of the Bank of Spain is lying
idle and is yielding no interest. It was received by Spain in exchange
for goods and services but is at present serving practically no useful
furl)ose to Spain, - Most of the gold reserve is in the form of bars or

oreign coin which is not legal tender in Spain, and a great part of it
would have to be reminted before Spain could undertake redemption,
if actual circulation of gold were desired.! Actual circulation of gold
coin is not essential, and if redemption only in bars or large denomi-
nations of coins were made, protection would be afforded to the gold
reserve. Arrangements could be made later for the introduction of
gold coins into circulation. :

The finances of the Spanish Government in recent years have not
been in a satisfactory condition. While this does not provide a very
good background for currency reform, it is nevertheless not a very
serious obstacle, since in'Spain the currency system is not tied closely
to government finance, as 1n some other countries, - The Government
hes not been obtaining much revenue through inflation of the cur-
renc{, and since checks are used very little, credit inflation is not

eat.

Deficits in the Spanish budget have been occurring regularly since
1913. These deficits have been due to various causes—to the falling

} About 200 mililon dollars In United States gold coin are now hold by the Bank of Spain.
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off in revenue during the war (especially a reduction in receipts from
import duties which are an important source of income), slso to
increased civil expenditures due to the rise in prices, to extraordinary
exgenditur%, greater military and naval outlaﬁs, advances to the
railways, and also to expenditures occasioned by the campaign in
Morocco. These deficits have been met largely by issues of treasury
bills or certificates, many of which have been funded into long-term
obligations. The deficits have thus increased the total public debt
‘of Spain and have not led to healthy financial conditions. The fol-
lowing tables show the public debt and the revenues and expenditures
of Spain for seversal years:

Spain—National funded debt, 19500-1923
(Bource: Anuarfo Estadistico de Espafia)

(000 omitted) .
Posotas Pesstas
10, 135, 265 | 1912 9, 310, 305
3, 036 | 1913 9, 321, 570
10, 963, 142 | 1914 9, 313, 371
10, 963, 055 | 1915, 9, 309, 875
10, 956, 717 | 1916 9,275, 113
10,958,193 | 1917__ , 256, 441
11, 143, 555 | 1918_.. -- 10, 314, 804
11, 162, 364 | 1919__ -2 10,306, 220
11, 161,229 | 1920__ 11, 926, 295
11, 330,209 | 1921._ 11, 900, 580
, , 375 | 1922__ - 11, 859, 921
9,314,972 1 1923________ o oe.. 11, 822,125
Spain—Receipts and ezpenditures, 1909~1923
[Bource: Apusrio Estadistico de Espafia)
1000 omitted]
RECEIPTS

State mo- Miscel- | Total

mﬂ':: ln‘ﬂ:a "?J‘_" Fees,ote.| janoous | receipts

Pesclas | Pesetas | Pesetas | Pesetes | Pesctas | Pesetas
909, 457,398 | 375,016 | 182,770 | 10,020 31,65 | 1,088, 570
910. 1| 398 207,49 | 18,356 85,634 | 1,171,240
011 475,105 | 408,430 | 195,834 | 21,800 75,96 | L177.174

912, 488120 | 415,358 | 207,808 | 23,363 27,047 { 1,161,

913 406117 | 48772 Bivsi2 | 20,710 197,300 | 5, 004, 81
014 57 | 43si061 | 20870 | 19,510 03,084 | 1,243, 002
1 o024 | 363 304,263 | 115,760 | 641,474 | 1,018, 408
191 517,043 | 38n,311 | 332268 | 00,027 | 425740 | 1,756,004
19 540,571 | 378128 | 348301 | 43,78 ] 050,039 | 2 260,877
foi i ?am 116, 820 ag,'g Bol Wm ’é’?&%
{ })_(nm S 31,876 377,242 | 100,735 | 1,377,¢31 | 3,0m0, 551
1920-21 710,065 | 685214 | ava 724 | 143352 857,257 | 2,78 821
1921-22 816,823 104 | 501,330 | 122,343 | 2,072 28 | 4,357,874
02223, 808,717 | 045,076 | 345,404 [ 51,012 2,962,972
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Spain—Receipts and expenditures, 1909-1928—Continued

EXPENDITURES
Public in-
State War Navy | Govem- |structiom, | totalews | Deflt
and Labor
Pesctas Pesetas Peactas Peacios Pesetan
273,000 781, 000 126,000 | 64,063,
.......... 875,000 56,086,000 | 53,013, 760
1, 920, 000 879, 000 , 025,000 | 75,847,828
1,872,000 |ueeananane] 722, 000 89, 013, 000 | 87,851,276
1,436, 000 481,000 | 8,623,000 | 108,618,000 | 107, 113, 969
2,226,000 | 1,153,000 | 3,805, 000 000 | 143, 662,

1, 688, 000 745,000 | 8,586,000 | 143,091,000 | 142,074, 597

1,516,000 | 1,306,000 | 2,042,000 ), 148, 248, 1f
1, 614, 000 845,000 | 3,030,000 | 113,383,000 | 111,122,123
1, 689, 000 973,000 { 2,963,000 | 125,961,060 | 124, 131, 108
471,000 183, 000 710,000 012,000 | 20,045,677
1,829,000 | 1,062,000 | 2,901,000 { 141,047,000 | 138, 925, 440
8,272,000 | 2,347,000 | 2,887,000 | 191,236,000 | 198, 437, 470
502,005,000 | 4,063 000 | 2 639,000 | 3,012,000 | 519,683,000 | 515, 325, 1:6
447,131,000 | 9,000,000 | 2,851,000 | 5,996,000 | 520,782,000 | 517,829, 028
1 Fiscal year was changed from calendar year to year ending Mar. 31; later was changed to year ending

June 30, Thus year 1923-24 was from Mar. 3| 30, 1924.

&
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General fiscal reform and greater economy are needed in Spain, so
that the budget can be brought into balance and the Government’s
osition strengthened. This would react favorably upon private
ance and upon the value of the peseta.  Spain is not faced with a
tremendous war debt as are many of the other countries, and the
problem of government finance ought not to be very difficult. The
situation in regard to Morocco is the chief source of disturbance in
Spain, and until this matter is cleared up, substantial improvement
in the finances of Spain is not to be expected.

The war brought somewhat of an industrial apd economic revival
to Spain. Large profits were made during the war in industry, com-
merce and banking, and as a result considerable economic develop-~
ment has taken place in the last ten years. There has been increased
use of modern mechanical apﬁ)lia.nces, and a notable development in
the use of electricity, and the manufacture in Spain of ‘electrical

uipment. The country desires to retain as far as possible the
:ﬁva.ntages gained during the war, and to become more of an indus-
trial nation. A protective tariff has been adopted to encourage home
industry, although the tariff has not proved entirely satistactory.
Banking underwent considerable expansion as a result of the war,
and financial institutions have extended their facilities so that in the
field of finance, Spain has advanced considerably; the discount
market however, still needs development.

If Spain is to retain permanently the advantages Fu.ined during -
the past ten years and to continue to expand and to play & more im-
portant part in international trade and finance, which seems to be
the ambition of the country at present, the adoption of the gold
standard is very desirable. l";he peseta for several cﬁacades hes moved
not with gold currencies nor with silver currencies, but has been
subject to fluctuations entirely of its own. If the peseta were to
become 8 gold unit and if Spain were to-become a free gold market
the trade and e%eneml business conditions of the country would be
greatly benefited.



SWEDEN?
I. PRE-WAR CURRENCY

The present Swedish krona, worth 26.8 cents in American money,
is the descendant of the old “debt certificate’ daler. During the
latter part of the eighteenth century Sweden was on & depreciated
paper currency basis, although the theoretical monetary unit was the
silver daler. e money which was largely in use, however, was the
“debt certificate,” paper dalers and the bank notes of the old State
bank. The debt certificate dalers were more depreciated than the
bank notes. In 1800 the Government arrat(lfed for the redemption (to
take effect 1803) of the * debt certificate”” dalers in bank-note dalers
at twotchirds of their nominal value. At the same time, however, the
bank-note dalers were depreciated in terms of silver. Legal recog-
nition was given to this fact in 1834, and the bank notes were re-
deemed at 3714 per cent of their nominal value in silver. Their
nominal value ha.g been $1.072 in American money, so after devalua~
tion they were equal to only 40.2 cents.

In 1855 the “currency’” daler or “debt certificate” daler was made
the legal unit. Since its value, as noted above, had been reduced to
two-thirds of a bank daler, the unit established by the law of 1855
was equal to two-thirds of 40.2 cents, or 26.8 cents, the present par.
At that time the currency was redeemable in silver, but in 1873
Sweden adopted the gold standard, and after that date the currency
was redeemable in gold continuously down to August, 1914.

The gold krona, the standard monetary unit.after 1873, contains
0.44803 of a gram of gold 0.900 fine and is thus the equivalent of
26.798456 cents. Sweden was a member of the Scandinavian Mone-
tary Union, established at this time, and the standard and sub-
sidiary coins of Norway, Sweden, and Denmark were lawful money
in all three countries.? In practice, the bank notes of the Scandi-
navian central banks were also accepted at par in all three coutnries.
The three central banks all held balances for each other, and sold
drafts against these balances, usually at par. In this way exchange
rates between any two of the Scandinavian countries were kept
usually at par.

The "control of credit is in the hands of the Bank of Sweden
or the Riksbank., This bank is a reorganization of an old State
bank founded in 1668. The bank is owned -and controlled by the
Blksd;xgl or Parliament. It is thus one of the few central banks that
is entire dy a State bank. - The profits of the bank all go to the State,
over and above the amounts which go into surplus. Since 1904 the
bank has had the exclusive right of note issue. It has a capital of
50,000,000 kronor and a surplus of 12,500,000 kronor. The bank is
governed by & board of seven directors, the chairman being ap-
pointed by the King and the other six elected by the Riksdag.

| The monarary, oo onton ot Sadon ml Dentmark signed in a ded
- e mone! convention cen Sweden and Denmark was 1873, extan t
Norway in 1875, * The siiver colns were not unlimited legal tondor in any of the d::: ﬁtﬂu. °
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The notes of the bank are legal tender and were so prior to the
war. The bank is required to redeem them unconditionally in gold,
except during the period of inconvertibility during the war, and thus
maintains them at ﬁarity. Over and above a fiduciary issue of
125,000,000 kronor the bank must maintain a cash reserve against
note circulation of not less than 50 per cent. However, under ex-
ceptional circumstances the Government might suspend the reserve
requirements, in which case the bank has to pay a tax of 5 per cent
per annum on the amount not covered by the 50 per cent reserve.

The bank, besides being a bank of rediscount, also does a general
banking business. It buys bills of exchange, males loans on personal
guaranty and on collateral security in the form of stocks, bonds, real
estate, and commodities in warehouses. It also makes advances to
the State and the local governments.

The bank controls the supply of credit available to the business
community by regulating the amount of its rediscounts for private
banks, and the amount of its advances (in one form or another) to
the Government and to the business community directly. The
private banks in Sweden hold most of their reserves in the form of de-
posit credits with the Riksbank or in Riksbank notes. The central
institution can therefore regulate the volume of credit put at the dis-
posal of the business community by the private ba through its
power of controlling the amount of their reserves.

Little gold circulated in Sweden prior to the war. Most of it was
in the vaults of the Riksbank. Since the bank held the gold reserve
of the country and was required to meet all demands made on it for
redemption, it had to regulate its credit policy in such a manner that
the demand for gold was kept within limits it could easily satisfy.
Since the principas demand for gold was for export when the exchanges
became “unfavorable,” it controlled credit in such a manner that the
exchanges would not stay unfavorable for too long a time. It would
occasionally meet some extra demand for exchange on other coun-
tries by shipping gold abroad or selling some of its assets payable
abroad. But any persistent tendency for exchange to go above the
iold export point could be dealt with only by a curtailment of credit.

y and large, therefore, the bank authorities looked to the foregn
exchanges to guide them in their credit policy.

Besides the Riksbank, there are two other types of banks doing a
general banking business in Sweden, the Enskilda banks and the
Joint stock banks. The Enskilda banks, of which there were 10 at
the end of 1923, have unlimited liability of shareholders. They were
favored by investors down to 1897, because they had the right of
note issue. Since the banking law of 1897 gave the exclusive right
of issue to the Riksbank,* no new Enskilda banks have been founded.
The joint stock banks have limited liability of shareholders. There
were four of this type of banks doing business at the end of 1923.
Both types of banks have branch offices in diffggent parts of Sweden.

3 The toonopoly of note issae did not becomse effective unti) the beginning of 190¢.
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II. CURRENCY, CREDIT, AND PRICE MOVEMENTS, 1914-1926

Although Sweden was not one of the belligerents, her economic
relations with Germany, Russia, Great Britain, and other countries
were so intimate that the outbreak of war in the middle of 1914
caused considerable derangement in the economic life of Sweden.
The country abandoned the gold standard on August 3, 1914, when
redemption of the notes of the Riksbank was suspended. -This
suspension continued only until January, 1916, when specie payments
were resumed. However, in 1920, after the war, inconvertibility
was again introduced and ‘continued until the ring of 1924.

The note circulation of the Riksbank expanded continuelly during
the course of the war, reaching the high point of over 800,000,000
kronor at the end of 1918. Thus is shown in the accompanying chart
(No. 2) which shows the principal items in the Riksbank accounts
from 1914 to date. It w111P be noticed that loans and discounts also
expanded during the war, reaching their high points in 1920. The
Riksbank received large amounts of gold from the end of 1915 to the
latter part of 1919. This increase in gold reserves is also shown in
the chart. .

Immediately after the outbreak of the war, wholesale prices in
Sweden began to rise. This early rise may be considered as due both
to the relative scareity of commodities, and to an expansion of pur-
chasing power.

It must be remembered in speaking of the effect of scarcity of goods

{ on prices that it is always in comparison with the supply of the means
of payment. Average prices might have been held stable on the out-
break of the war by a contraction of the currency. But there would
still have been a violent change in individual prices; many imported
articles of necessity would still have risen and domestic goods would
have been depressed. The discount rate of the bank of Sweden,
which was 4 ﬂ)er cent at the outbreak of the war, was raised to 514

er cent on July 31, 1914, and to 614 per cent on August 3, 1914;
owered to 6 per cent August 28, and left there for the remainder
of 1914, That pressure was not sufficient to prevent the average

. of wholesale prices from rising, at last when heavily weighted witl
the prices of raw materials.

At that period and until the spring of 1915, several of the important
exchanges, including exchange on London and Paris, were “ unfavor-
able.” ~Ordinarily under such circumstances, drastic measures would
have been taken to restore the exchanges to the gold point by a very
high bank rate. But the circumstances of.the war were considered
50 unusual that no such action was taken. Prices were allowed to
rise, bank notes and deposits increased, an embargo was placed on
gold exports, and the exchanges were allowed to remain ‘““‘unfavorable.”

Business soon felt the stimulus of orders from the belligerent
netions. The demand for loans at the banks increased. The Bank
of Sweden increased its loans; and the private banks also increased

1 The rediscount rate was lowered to 6 per cent on Aug. 12, 1914, and to 53§ per cent Aug. 28, 1914. Since
Apr. 9, 1920, the Riksbank has discontinued the practice of having the discount rate for private individusis
and firms different from the rediscount rate for banks.
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their loans—synchronizing their increases with those of the central
bank. This increase in the means of payment, resulting in an in-
creased amount of spending without a proportionate increase in pro-
duction—in fact, the supply of goods in Sweden was somewhat less
than normal—was the principal cause of the rise in prices which com-
menced almost immediately after the outbreak of war.

By about the middle of 1915 exchange rates on other countries
(except the Netherlands) were down to par again, and after this time
went below par. Gold began to come in about the end of 1915, and
the reserve of the Riksbank therefore increased. The business
community had become accustomed to look at the position of the
exchanges and the amount. of the gold reserve as guides to credit
policy. So long as these indicators were favorable—and there
seemed no early prospect of their becoming unfavorable—it was
thought safe to continue the expansion of credit. The customa:
warning signals against an overextension of credit were thus removed,
and the increase of the means of payment and the rise of prices con-
tinued. The “direct” discount rate, i. e., the rate to customers
other than banks and the Government, was lowered to 54 per cent
January 7, 1915, and to 5 per cent May 1, 1916; the rediscount rate
was lowered to 5 per cent January 8, 1915, and to 414 May 1, 19186.

On February 4, 1916, the Riksbank asked the Government to
relieve it of the obligation to accept gold at the legal rate. The bank
gave as its reason that it held all the gold it needed, and that it
could not dispose of gold purchased at the leial rate except at a con-
;idex('iable loss on account of the exchanges being then favorable to

weden. .

By the law of February 8, 1916, the Riksbank was relieved of the
obligation to buy gold. The free coinage of gold at the mint was sus-
pended April 28, 1916. The exclusion policy could not be applied
immediately to Scandinavian gold coin on account of the Scandi-
navian monetary convention. Norway and Denmark had salso
abolished the free coinage of gold, but tiere was nothing to prevent
the central banks of those countries from buying gold in the open
market, coining it, and sending it to Sweden; or sending old Scandi-
navian gold eoin. So long as exchange with Norway and Denmark
was practically at par, there was no incentive for the-central banks
of those countries to send gold to Sweden.

However, by August, 1916 (for Denmark), and September, 1916
(for Norway), exchange rates on Sweden in those countries were high
enough to make the sending of gold profitable and gold was sent.
On advice from the Riksbank, the Swedish Government called a con-
ference which met in Stockholm April 17, 1917, and at which the three
Scandinavien central banks were represented. The conference
recommended that the existing embargo on gold exports in all three
countries be rigidly enforced. Shipments of Scandinavian gold coin
to Sweden, however, continued until the autumn of 1917.

After the autumn of 1917 the Riksbank took only such amounts of
gold as it saw fit to purchase in the open market, which were, how-
ever, quite consideragle. The gold reserve grew from about 215,000,
000 kronor in September, 1917, to & maximum of about 300,000,000
kronor in August, 1919. Obviously, the purchase of gold was a factor
tending to increase the demand liabilities of the bank, and so the
volume of credit put at the disposal of the business community.
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Loans and discounts of the bank increased from about 312,000,000
kronor in September, 1917—which was near the time the gold exclu-
sion };:)licy became finally effective—to about 727,000,000 kronor in
March, 1920. Just how much more inflation there would have been
if gold had not been excluded it is not possible to say. The following
tables show significant assets and liabilities in the Bank of Sweden
and in the private banks of Sweden: .

Swed: Signi; assets and liabilities of the Bank of Sweden and the Swedish
private banks
{Source: Annual reports of the Bank of Sweden. Aniounts in thousands of kronor. Average for the year)
BANK OF SWEDEN

(Riksbank)
Amets Liabilities.
R (egainst [Advances|  Total | poretgn | Puble o | .
D ‘securi- t 1 bills and | deposits | deposits | -
ammﬂcm ties, ent " loans, Dot on cur- | on cur- Total | Note cir-
2 | st Jasenginl athy | SR | RO | | s
and ) account | account
11 08,008 | 16,077 22| o187 | vs888
12 070 | 18127 3:017 17,633 | - 98190 it ‘,31.’ Shane | 202400
13 120466 | 15,171 | 2739 { 130398] o474l s4808| 4711 | 0,55 20002
14 ug s | e7s| Zsie | 1858] ss000] 67| g2:8| 7am| 2u330
1 93108 | 21151 Z13 38| oLer| 71219 0,198 | 281,787
1 5,274 | 18688 | Leep| 7es0s| 1s0es0] sgese| 143n| eer| 333802
17-- 77| neese| a0 7ie| Lsss| 1210 15810 1zass| 1,123 124w 450,05
180 16,375 | 102, L1ss| 20,160 | 122481 | evess| 1752 | 100415 | 653,220
¥ 25,62 | 148519! 148 383,400 | 134,380 | 116206 ) 125,078
: sras0 | es7iel Lo 350 96,270 28668 | 17001 | 225750 | 710,710
92, as0ass | 28585 Loot| 4sL4a8| 112754 | 183388 368 | 102,753 | 840,615
413,250 588! Ze2| 4bq40h! 93 260,671 | 8477 , 148 X
24210 | 49,756 | Loa| 345,008 53668 | 100,708 9,086 80 173
856, 318 54| Zose| 4ic807| 45006 | 187171 w062 10622 510160
PRIVATE BANES
Ansets Lisbflitles
. |
(against Ad“““_" T““& PForolgn Total
Daatd St | o |demte) NG | quo | Depate) Deposte, ot
blils g:‘ account t P ‘“l' ‘ rent aub}ectd d“?“"
i (over~ and oreign Savings
ch:;'d)m, o 1aat o account § to notice osits)
63,451 | 504,508 | 493,254
1924 966,012 (3,673 106 | 881,20 [ 60,388 | 4046 | 474,010 SRR eam
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Before the war the three Scandinavian countries had similar cur-
rencies in accordance with the Scandinavian Monetary Union, and
the various coins circulated interchangesbly in the three countries.
However, when the currencies of Norway and Denmark became
depreciated in Sweden, and when gold shipments were interfered
with, the silver coins were sent to Sweden. Large quantities of
ﬁduma? silver currency appeared in Sweden. The traffic was then
stopped and Norway and Denmark bought back their silver at
considerable expense.?

. By the end of 1915, the average of wholesale prices in Sweden had
risen more than 50 per cent as compared with_the pre-war average;
by the third quarter of 1916 the average had risen by 91 per cent;
and by the third quarter of 1917 by 149 per cent. The accompang'—
ing chart (No. 6?3 shows the course of prices in Sweden since t!
middle of 1914. Except for the critical three weeks in August, 1914,
the bank rate was not raised above 6 per cent until December 12,
1917, when it was raised to 7 per cent. In spite of this, high rate
inflation continued until the end of 1918. Tge first pesk in price
inflation was reached in December, 1918, when the index number
showed an average increase of 272 per cent over the pre-war level.

After the armistice, there was an appreciable fall in prices, which
continued through most of 1919. The market almost immediately
discounted an increase in the supply of commodities which soon
took place. Furthermore, business men for several months were
apprehensive as to the immediate effect of peace upon business
activity and prosperity. However, the credit of the Riksbank
showed little tendency to decline, making allowance for seasonal
variations, and the average of loans and discounts in 1919 was even
greater than in 1918. .

eginning in the latter part of 1919, there was a further expansion
of credit, and another upward movement of prices. In June, 1920,
loans and discounts of the Riksbank reached 726,000,000 kronor,
a3 compared with 478,000,000 kronor for the corresponding month
of the previous year; note circulation reached 736,000,000, as compared
with 728,000,000, and current account deposits reache(i 280,000,000
as compared with 124,000,000. Prices reached their maximum about
June, 1920, when the index number was 366. There was no very
agpreciable drop until September. From the latter part of 1920 to
about the midgle of 1922 the note circulation showed a gradual

decline. Since the middle of 1922 the circulation has not shown a
pronounced tendency either up or down. .

The fall of wholesale prices in Sweden was even more dprecxpltnte
than the fall in England and the United States. According to the
Handelstidning index, prices fell from 362 in September, 1920, to
182 in September, 1921. After that there was a less precipitous fall
lasting until the autumn of 1922—the index reached 155 in October.
From the latter part of 1922 to the present, prices in Sweden have
remained relatively stable at about 150.

1 In February, 1024, Sweden declared the money of Denmark and Norway no longer valid in Sweden.
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II1. FOREIGN TRADE

Before 1914, Swéden regularly had an excess of merchandise
imports, as can be seen from the accompanying chart (No. 64).
The excess of imports for the years 1904-1913 averaged nearly
100,000,000 kronor. The excess in the latter part of this period had
been becoming smaller. Another debit in the balance of international
payments was interest and dividends to be paid by Sweden on her
securities held abroad. Swedish Government bonds held abroad in
1913 amounted to about 570,000,000 kronor, which was by far the
greater part of the Government debt.!

On the credit side of the international balance of payments, the
two most i.mg:rtmt items (in the net) were shipping receipts of
Swedish vessels obtained from foreigners, and payments to Sweden
for Swedish securities sold abroad. The amounts of the net shipping
receipts and also the net credits or debits resulting from both the
forei%n trade in merchandise and the foreign shipping are given in
the fdllowing table. .

d Bal of merchandise trade and foreign shipping receipis
[Source: 8jéfart Berattelse For Xr 1022 av K and Swedish Year Book, 1624,
Amounts in thousands of kronor]
Excess of
mar Forelgn | pyop Net
shippin
rencipte | debita | eredits
Imports | Exports
20,101 1
| ’ 6, 447 1ie 820
1 850 § 240, 7¢
3 417,810 | 412,892
i3 590,041 | 285,482
¢ AP N 117,123 | 453, I
155 1 @10 L5z om0 | a0
1 161,448 | ...._| 182,708 21, 260
NSRRI SR 30,540 | 171,768 | 211,317
152, 476

As to the sale of securities abroad, there has been, of course,
some movement both ways; but in the net, Sweden has been a bor-
rowing country. Capital in Sweden is scarce relative to other pro-
ductive forces, and Sweden has borrowed from countries such as
England where capital was relatively more plentiful. Another
eredit item of some importance is the remittances of Swedish emi-
grants to their relatives in Sweden. o

ing the war there was a very noticeable shift in Sweden’s
balance of merchandise trade. Belligerent countries® made large
gurcha.ses in Sweden, and during the five years 1914-1918 there was a
alance of exports amounting in round numbers ta 1,345,000,000
kronor. As ocean freight rates were bigh during the war, there was &
large increase in foreign shipping receipts. If we consider both items,

1 Ninety-two per cent of the total outstanding.
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there was a credit balance for the five-year period of 2,855,000,000
kronor. Furthermore, there was a large reduction in the net amount
of interest payable abroad on account of the return to Sweden of
Swedish securities previously held abroad.
CHART &
SWEDEN-—IMPORTS AND EXPORTS 0¥ MERCHANDISE, ANNUALLY, 1806-1923
[Special imports, 1. e., importa for domestic wnnc:‘{nnr:’tll;z':; special exports, 1. e., exports of domestic mer~

Milljons of crowns or metric tons [For figures see Table 111] M{llions of crowns or metric tons
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This large increase on the credit side of the international balance
of l};ayllnem‘.s was, of course, offset by a corresponding increase on the
debit side; but the items can not be given in detail. However, some
of the outstanding debit items can be given. The excess of imports
of gold and silver coin and bullion for the five years amounted to
200,000,000 kronor. Also there was a heavy increase in the forei
credits extended by the Riksbank and by the private banks. In
December, 1913, foreign bills and foreign balances of the Riksbank
amounted to 94,000,000 kronor. This item increased to 147,000,000
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in February, 1919—an increase of 53,000,000. The private banks in
December, 1913, were creditors (in the net) as regards foreign bills,
and foreign balances to the amount of 22,000,000 kronor; while in
February, 1919, they were creditors to the amount of 462,000,000.
The net increase in the foreign credits extended by all banks during
the five-year period was therefore about 490,000,000 kronor. Another
important debit item already mentioned in another connection, was
the return to Sweden of Swedish securities previously held abroad.
At the end of 1913, the Swedish State debt held abroad amounted to
about 570,200,000 kronor; while at the end of 1918 this amount had
decreased to 465,500,000—a decline of 104,700,000. Altogether be-
tween Jl:’.lfv 1, 1914, and December 31, 1913, not less than 418,000,000
kronor of foreign-held State bonds were repurchased by Swedish
nationals? Also, large amounts of municipal and mortga%gu}mnk
bonds and industrisl securities were returned fo Sweden. Finally,
considerable investments were made by Sweden in foreign securities—

rincipally British, French, and German. The accompanying chart
fN o. 85) shows the monthly imports and exports of Sweden from the
first of 1913 to date.

The great increase in Swedish foreign trade in 1919 and 1920, shown
clearly on the chart, was one phase of the post-war business boom,
and was made possible lm%ely‘edy the partial removal of trade restric-
tions in Europe and the United States. In both of these years the
values of imports, exports, and the balance of jmports passed all
records. This expansion was to a large extent due merely to very
high prices. The following table gives an index number of imports
and ex'port.s of important commodities computed on the hasis of 1913
prices. : :

t
Sweden—Index number of imporis and exports of important commodities on the basis
. of 19183 prices

{8varce: Ekonomisk Jversikt.. Base Is corresponding month in 1913)

Pyt st S srriv e

Imports Exports. Importa | Bxports
115.6 789
97.1 8.7
8.8 87
(83 583
123.4 76.9
7.2 48
71 56.
580 54,
6.7 4L
57.4 30
720 3
%.6 45
87.0 54,
Mo [
726 8
78.0 noe
118.9 .6
.8 5.0

* Riksgaldskontoret Arsbok 1023-34, p.
¢ The base lor each month & ths corres|
largely eliminated, assuming the

88,
pnn‘glstummmhlm. ‘The element of soasonal variation is thus

51142—25¢—sxR 9, vor. T——18
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Sweden—Indez number of imports and exports of important commodities on ths basis
of 1918 prices—Continued

Imports | Exports Ezxports
8.0 581 85.9
52.5 40.6 55.5
108.1 87.3 70.5
07 50.7 9.4
"7 55.0 80.5
92.3 B5.5 82.8
75.3 83.5 .5
5.9 93.4 7.2
9.6 .2 80.9
01.9 93,0 108 4
108. 5 100.1
120.5 108.8 809
9.2 823
85.8
. 7.3
Jenuary.... 103.8 828 95.2
February.... 10L9 6.8 723

Such an index should represent fairly well the change in the physical
volume of imports and exports. The index shows an increase of im-
ports of 23.4 per cent over 1913 for 1920. As regards exports, the
index indicates that physical quantities in 1920 were much below
quantities in 1913. The table in the back of the report shows im-
ports and exports with everything reduced to tons. According to this
table, both imports and exports measured in physical amounts were
much less during the prosperous years of 1919 and 1920 than in 1913;
and no larger tEan the average for the years 1916, 1917, and 1918;
although this measure of the physical volume of trade appears less
significant than the index computed from quantities weighted by 1913
prices.

The excess of import values for 1919 and 1920 amounted to 2,000,~
000,000 kronor. earlg all stocks of imported commodities had be-
come very low during the war, and with the power of buying abroad
which Sweden possessed, it is not surprising that there should have
been a.lnr‘ge excess of imports. This excess of merchandise imports
was paid for to the extent of about 1,000,000,000 kronor by foreign
shipping receipts. The height of ocean freight rates during 1920 may
be judged from the following: The rate on coal from England to
Sweden in 1920 was 47.50 kronor per ton, while in 1923 it was only
5.55 kronor per ton. The rate on lumber from Sweden to England in
1920 was 182.50 kronor per standard; in 1923, 40.25 kronor.

Another eredit which Kelped to pay for the large excess of imports
during 1919 and 1920 was the liquidation of foreign assets by the
Riksbank and private banks. From February, 1919, to March, 1921,
there was a decline in the amount of such assets of 346,000,000 kronor.
Also, trade credits were granted Swedish importers by New York and
London. .

There was a heavy decline in import and export values after 1920;
and the trade was restored to something like the pre-war normal—
after allowing for the difference in prices. The dechine in the physical

uantities of imports and exports in 1921 was very much less than the
3ecline in values imported and exported. By 1923 the physical
quantities of imports as measured by the index numbers were well
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CHART 65
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above the 1913 level—practically the same as for 1920. The physical
quantities of exports, though considerably above the 1921 level, were
still below the level for 1913. ‘

The following table gives an estimate of the items in the balance of
international payments for 1923.

Sweden—Balance of international paymenis, 1923

[Viestnik Finansov, Moscow, November, 1024, p, 257-258]

DEBITS Millons CREDITA Miillons
of kronor of kronor
1. Imports of merchandise___. - 1,205 | 1. Exports of merchandise.. ... 1,142
2. Ymports of gold and sllver._ 6 | 2. Exports of gold and silver.. 31
8. Imports of foreign securities. 22 | 3, Sales of Bwedish securities a
4, of f -held 4. Other imports of foreign capital_
ties. 48 | 5, Interest and amortization received from
&, Interest onand -held abroad 20
Swodish State debt 10{ 6
8. Interest on and amortization of forelgn-held 7. Net freight earnings of Swedlsh merchant
other Bwedlsh 10 marine.
7. Net tourist expenditures 25 1 8. Bxcess of deblts .o v veveeminacameaceees
8. Expenditures for charities abroad._.

Total 1,431

Total 1,431

Swedish exports were severely affected by the depression beginning
in 1920. Exports of lumber declined from 568,000,000 kronor in 1920
to 173,000,000 kronor in 1921; unmanufactured metals declined from
149,000,000 kronor to 58,000,000 kronor; wood pulp from 475,000,000
kronor to 175,000,000 kronor. The foreign demand for wood pulp
soon improved, due in no small degree to increased buying in the
United States. The advance of reconstruction work contributed to
increased foreign purchases of lumber in 1922. The following figures
show the imports and exports of sweden saccording to principal
countries:

Sweden—Imports and exports by principal countries
[8ource: Statistisk Arsbok for Sverige. 000 omitted)

1912 193 1913 1923
Kromor Kronor
237,885 308, 548
34,403 128, 442
179,078 9, 649
86,260 88, 564
70, 282 80, 859
54, 034 72,737
11,219 36,308
19, 228 34, 506
18, 598 33,579
32,438 33, 547
14,540 25, 406
8,785 9,518
4,43 7,767
24 4,908
63,572 137, 653
1,294, 571 817,347 ) 1,142,006

The United States in 1923 was Sweden’s second best customer,
Swedish exports to Germany have declined considerably, owing to the
industrial disorganization of Germany and other disturbances. Ex-
ports of iron ore to the Ruhr were especially affected, which is one
reason why recovery in the Swedish iron-ore industry has been de-
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layed. Exporters of ore have had to push their sales in other markets
The United States has been a large buyer of Swedish iron ore recently.

The chief exports of Sweden are wood pulp, lumber, ships, elec-
trical apparatus, and iron ore. The chief imports consist of coal and
coke, textile manufactures, automobiles, and other manufactured ar-
ticles. The following table shows the principal articles imported and
exported by Sweden:

Sweden—Imports and exporis of handise, by princip ! dities 19183,
. 1920, and 1983

[Source: Snﬂ.sdsk.lnbnkﬂ:ﬂvuigu.' See chart. 000 omitted]

Live anirials. 23,877 208
Animal foods. 075 85
Cereals and their products. 141,185 11,031 6,492
Colonial produets (sugar, coffes, ete.). 60, 086 , 350 29, 526 686 78]
Fruits, nuts, and other vegetable products. .| 17,015 ,377 45,333 875 7,910 375
Alcobalic drinks ), 830 256 17,736 776
‘extile 2,374 8,

Y arn, thread, and cordages______. 2,028 3,381 4,217

extile 5602 | 25,241

Hides, hair, bones, horns, ste....._. --| 47,648 , 23,284 a2, 21,676
Mannfactures of hides, hair, bones, horns, ete_! 5,735 43,088 12,773 395 2,443

I'allow, oils, tars, resinous substances, etc..

3
67,081 | 189,019 79,1065 | 5,404 34,720 10,313
‘Manunfactures of tailow, oils, ete._. 4,967
Wm ‘ﬁmber, and lumber (incuding palp
‘Wood, sawed not planed ... oeoeereeeen
Other wood
Paints and dyee.
Alé'zms vegetabls msterials (including ol

20, 48,0751 32,950
137,967 | 453,103 | 208,578
56, 14,408 | 74, 3712

43,192 7,454 46,505 | 2,024 8,070 6,171
‘Wood pulp, paper board, and mannfactares of i 4,48 43,364 13,112 (142,784 | 739,842 311,758
Other vegetable products. .. oocueerncennooo- .| 4,444 16,250 7,988 785 2,767 ™
Minerals, crude and partly worked (including
coal and coke) 148,807 | 650,335 | 180,362 | 94,142 | 123,346 97,362
ol 20,12} | 37,349 | 110,151 63,784
Metals, raw and partly worked . 85,265 | 78,623 | 149,287

62, 083
Metals, manufactures of. - Bd5 | 140,806 | 57,048 543 | 118,168 150
Ships, 'vahiﬂs. including automobiles, elec- & g ’ . 18 *
paratus, instruments, watches, etc..| 51,267 | 325,564 ¢ 110,263 | 62,066 | 213,860 114,101
Other articles 10, 648 31,388 20,386 | 3,003 131,035 4,

Total 538 (8,314, 11X {1,294, 571 [817, 47 12,278,205 | 1,142,095




IV. EXCHANGE BATES AND PURCHASING POWER PARITIES

Swedish exchange, unlike French and British, did not go to a
;Elenuum in New York at the outbreak of the war or during 1914.

e rate continued to sag from month to month, reaching a low
point of 25.12 cents per krona in 1914, and a low of 24.28 in Feb-
ruary, 1915. (The gold par is 26.8 cents per krona.) The explana-
tion of the depreciation is in part that bogx dollars and kronor were
at & discount in London and Paris. Thus individuals in New York
could not avoid paying the premium on sterling by purchasing
kronor and selling the kronor in London. The demand in New
York for kronor, therefore, did notraise this currency to a premium.
The various rates appear to have been imperfectly arbitraged,
which is not very surprising considering the derangement of the
exchange market at that time.

In Sweden, sterling, francs, dollars, and guilders all continued to
rise from the outbreak of the war until February or March, 1915.
There was then a sharp drop, followed by & slight recovery. By the
end of the year all except guilders were below par. German marks
went below par in October, 1914, and continued to sag through
1915. Russien rubles were already below par at the beginning of
August, 1914, and fell very rapidly after that. Some general idea
of the situation can be gathered from the following figures:

Trnod,

Per ge rales of exch Stockholm on various countries
{Source: Report of the Bank of Sweden)

High, | Hih, 110,106

o4 m5
Great Britain, 106.73 | 107.28 90.58
France 107. 84 108, 33 82.92
United States. 106. 66 100.34 93.80
)\ ds 108,67 109. 24 .01
Germany. 100. 48 8.7 76.78

The explanation of the discount which attached to Swedish cur-
rency in the world’s financial center in the early period of the war
is found largely in the fact that London was the creditor of other
financial centers both in the short time money market and in the
long time capital market. London could regularly bring sterling
exchange to a premium in foreign markets by calling in loans out-
standing in otﬁer parts of the world. Under pre-war conditions
this sort of pressure was seldom exerted. However, under condi-
tions of the war, the restriction of credit to other markets became
unusually severe. New York was placed in the same embarrassing
position as Stockholm, and the rate for the pound sterling in doliars
went unusually high. But while bankers in New York made stren-
uous efforts to send gold to meet their obligations, the Swedish
Government prohibited the export of gold.” Swedish exchange,
therefore, remained at a discount longer in the London market than
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did dollars in London. It followed logically that dollars, being soon.
brought close to par in London, rose to a premium in Stockholm.
As ltllgae war progressed, the demand for Swedish imports by Great
Britain and her allies increased. At the same time exports to
Sweden were seriously curtailed. The result was that Swedish
exchange went to a high premium in London—sterling to a heavy
discount in Stockholm. %he following i.lres show the per cent
which sterling was of par from 1914 through 1924:

Sweden—Percentage rates for the pound sterling in Stockholm (sight drafts)

[Source: Annual reports of the Bank of Sweden)

Year High Low | Avernge Year High Low | Average
1914 105. 73 100, 08 10165 | X 102.48 94,38 98.74
191 107.38 90. 58 101.05 {| 1 97.74 80.31 423
191 96. 09 84.53 L4 1 95. 87 00. 50 93.23
1or oo e mmnnnae] 20.04 60, 57 81.72 4 1 97.63 89, 50 9.9
191 04. 17 72.58 80.62 || 1 96. 81 88.03 91.74
91 10132 89.66 96.00

It is necessary to consider exchange relations between Sweden
and Great Britain in order to understand exchange relations between
Sweden and the United States. Great Britain took measures to
protect sterling in the United States. The other allied countries,
aided by Great Britain, took similar measures to protect their ex-
changes. After a sharp drog in the early autumn of 1915 the sterlin%
rate In New York remained at about $4.76 compared with lPa.r o
$4.86. Before the United States entered the war sterling, francs,
ete., were supported by gold sent to this country and by credits
obtained through American banking houses. After the United States
entered the war the necessng support was furnished by United
States Treasury advances to the allied governments. Inasmuch as
the allied exchanges were supported in New York, bills drawn on
London, Paris, ete., originating in other markets, including Sweden,
were sent to New York to be disposed of. If the dollar funds thus
obtained by bankers and merchants in Sweden could have been freel
turned into gold, the gold sent to Sweden and coined at the Swedis:
mint, obviously no considerable discount on dollar exchange could
have arisen in Sweden. But a good deal of the time these conditions
did not exist. There was great risk in sending gold from the United
States to Sweden. Besides, there was an embargo on gold exports
from the United States from September 7, 1917, to June 30, 1919.
And then if the gold had reached Sweden, it could not have been
coined after April 28, 1916.

Another factor which tended to depreciate dollars in Sweden had
to do with the various restrictions placed on commodity imports
into Sweden and commodity exports from the United States. Before
the United States entered the war the chief hindrance on forei
trade was the allied restrictions on imports into Sweden. After the
United States entered the war there was the additional hindrance of
American restrictions on exports from the United States. Prices in
the United States were not so high that a low rate for dollar exchange
was required to attract purchasers of dollar drafts. On the con-
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trary, prices were much bigher in Sweden than in either Great Britain
or the United States. The large supply of doliar drafts in relation
to the demand for such drafts was due especially to the trade restric-
tions which interfered with the importation of American and other
oods into Sweden. The accompanying chart (No. 66) shows the
igh and low exchange rates in New York for Swedish kronor since
1914,

After the United States entered the war in 1917 the premium on
the krona increased. In November, 1917, the krona was selling for
over 47 cents, as compared with par of 26.8 cents. The decline
from this high point was rapid, although a reaction took place in
the spring and summer of 1918 when the allies were meeting with
military reverses.

After August, 1918, the krona began to fall in New York—dollar
exchange in Sweden began to rise rapidly. The krona reached par
in March, 1919, and continued to decfine rapidly, since it was in this
month that the artificial support in New York was withdrawn from
the pound and other allieg currencies. The noon rate for cable
transfers fell to 17.70 cents per krona February 4, 1920, and, after
recovering to 22.35 cents in Xprﬂ, fell again to 18.60 cents Novem-
ber 8, 1920. The decline during the last half of 1920 was due in part
to the business depression in the United States. The United States
had become a creditor nation. American merchants and banks
were holding large quantities of foreign bills, and when the eredit strin-
gency came endeavored to cash in on their holdings.

The value of the krona in New York recovered r;z_Hidly in the early
ga.rt of 1921, reaching over 23 cents in March, April, and May, but
ell again in the summer, and in July and August was down nearlly to
20 cents per krona. However, this marked the end of depreciation
of much extent, and beginning in August, 1921, the rise was continu-
ous until par was practically touched in February, 1922. A slight
reaction took place in July, but by November, 1922, the krona was a
little above par. Since that time the depreciation has been minor,
although until the end of 1924 the krona was slightly under par.
Sweden returned practically to the gold standard in April, 1924, and
exchange rates have thus been within the “gold points.” .
The rapid fall of the krona in 1919 was due in large measure to the
fact that prices in Sweden were relatively higher than in the United
States, and higher also than in some other countries when exchange
rates are considered. Swedish merchants began to take advantage
of these lower foreign prices soon after the armistice. The relatively

eater depreciation of the krona in Sweden than of the dollar in the
%'nited States is shown in purchasing-power parities between the
dollar and the krona. These are computed according to the index
numbers of prices in the two countries and represent the parities of
the two currencies on the basis of purchasing power each within its
respective country. :

he accompanying chart (No. 67) shows the purchasing-power
parities between Sweden and the United States from the first of 1919
to the present. It will be noticed that the wide discrepancy between
exchange rates and purchasing-power parities at the first of 1919
rapidly became less. However, until May, 1922, the krona in New
York was overvalued; i. e., was not as greatly depreciated on the ex-
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change market as warranted by the relative internal purchasing
powers of the two units. This undervaluation of the dollar, or over-
valuation of the krona, was due partly to liberal grants of credit in the
United States up until about the middle of 1922, after which time less
credits were granted. This greater depreciation of purchasing-power
parities than exchange rates can be seen in the chart.

From May, 1922, until the latter part of 1924 exchange rates most
of the time were below purchasing-power parities. Since the fall of
1924 the two curves have been close fogether, which is as would be

ected. Various factors prevent emplete ement in the curves,
but under normal conditions the tendency is for the curves to come
close together. )
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V. RETURN TO GOLD STANDARD

On March 29, 1924, the Swedish Parliament voted to resume specie
payments effective April 1. Accordingly, the Riksbank was re-
quired to redeem in gold, and the embargo on the export of gold was
removed. Importations of gold, however, was prohibited except to
the Riksbank.” As a matter of fact, the right to export gold was not
completely free, although nominally there were no restrictions. For
some time after the resumption of specie payments, April 1, 1924, the
dollar was above the gold export point for dealers in exchange,
although perhaps not for other individuals. The Riksbank requested
dealers who might have exported gold with profit not to do so. Later
all restrictions on fold exports were removed so that at present the
exportation of gold is free to all parties.

As regards the restrictions on gold imports, the Minister of Finance

ave assurances that they would soon %e removed. The reason for
mcluding that feature in the act was the fear that there might be a
large influx of gold and another period of inflation. If such inflation
did occur, the Government did not want the Swedish currency to
take part in it. Representatives of labor interests in Parliament
were and still are strongly opposed to any policy which would lower
appreciably the purchasing power of the krona. They realize that
wages do not promptly become adjusted to rising prices. They
therefore feel that a rise of prices would put the Swedislg workingman
in a less favorable position, unless existing wage agreements could
be readjusted at the same time. Such a readjustment of wage
agreements would be attended with difficulties. There is thus
pronounced o(rposition in Sweden against rising prices.

When Sweden returned practically to the gold standard in April,
1924, I;;rior to other European countries, fear was expressed in Sweden
and also in Great Britain that the country was subordinating itself
to the price policy of the United States. The krona was being tied
to the dollar, it was said. The United States at that time was the
only large country \;s)on the gold standard. The United States had
not permitted the value of gold to become depreciated, but had main-
tained prices at a more or less stable level. The United States did
not inflate on the large gold reserve in the country, since the gold
was not looked upon as a permanent possession and since inflation
would have been disturbing to the economic life of the country.

The criticism direéted against Sweden’s policy was that the United
States might not be able or would not continue to hold prices rela-
tively staile, and that if Sweden were on the gold standard she
would be powerless to prevent a rise in prices in Swden should general
depreciation of gold take place. These fears did not gain much
headway, and subsequent events have shown them to have been
unfounded. The United States had no desire to depreciate gold,
and since the spring of 1921 prices in the United States have been
relatively stable.

The early return to the gold standard in Sweden was made possible
by the extremely rapid liquidation of credit and prices that occurred
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during and after the business crisis of 1920. One of the most im-

ortant conditioning factors of this rapid liquidation was the high
g.iscount rate maintained by the Ba.nﬁ of Sweden. The Bank of
Sweden maintained its_high discount. rate of 7}4 per cent from
September 17, 1920, until April 27, 1921. The rate was then lowered
by degrees, but it did not reach 5 per cent until March 10, 1922.
’lyhe index number of wholesale prices fell from 362 in September,
1920, to 182 in September, 1921; and toward the end of 1922, prices
relative to the pre-war base were approximately the same in Sweden
as in the Unit.eg States.

This rapid rise in the internal value of the krons was the most
important influence tending to increase the value of the krona in the
exchange market. The rate was very close to par in August, 1922;
and by November, it tended to stay a little above par. Cable trans-
fers, as quoted in New York, touched 27 cents January 3, 1923.

The ﬁiksbank did not -welcome this tendency of exchan§e rates
to go above par, and so began to accumulate a large amount of foreign
assetssin the latter part of 1922. Its holdings of foreign bills and
securities and foreign bank - balances increased from 166,763,800
kronor December 2 to 247,914,100 kronor on December 30, 1922.
By February, 1923, there was a slight tendency for the krona to go
below par. The Riksbank then supported the rates by selling some
of its foreign assets. Total foreign assets—bank balances, bills, and
securities—amounted to 247,313,500 kronor on January 5, 1923.
By Noverhber 24, 1923, this total had declined to 122 652,000 kronor.
Foreign bills, after reaching 56,953,500 kronor on Fei)ruary 10, 1923,
declined quickly to 1,599,400 kronor on June 30, 1923.

The latter part of 1923, and in 1924, the Riksbank was convinced
that the dollar rate in Sweden was higher than underlying conditions
warranted. It therefore sold exchange to importers, but not to
speculators, below the market rate. However, the difference be-
tween the two rates was not great.

In spite of the support given the krona by the Riksbank, the rate
continued a little below par after the early part of 1923. At the close
of the year it was at an average discount of about 2 per cent; although
the discount rate at times was as high as 3 or 4 per cent. The Riks-
bank raised the bank discount rate from 414 to 5% per cent on No-
vember 9, 1923. The effect of this measure seems to have been to
keep the krona from sagging further. Prices were falling in the
United States at this time, .

At present the burden of stabilization of the krona is thrown upon
the bank. Credits in New York were arranged in 1924 after resump-
tion was begun, in order to facilitate exchange stabilization. TEO
bank exported gold and the gold reserves declined from about
271,000,000 kronor at the end of March to about 237,000,000 at the
end of December, 1924.- The foreign assets of the bank declined
from about 100,000,000 kronor at the end of March to about 66,000,000
early in June. By the end of the year they had been restored to
about 136,000,000 kronor. Seasonal exports which begin in the
summer months created a greater supply of bills so that the velue of
the krona rose, and the bank was assisted in its efforts to sustain
exchange rates. Foreign loans also contributed to the increase in
the bank’s holdings of foreign assets in the latter part of the year.
The following average figures show the reduction in the bank’s
foreign assets in 1924,
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Sweden—Foreign assets of the Bank of Sweden
fSource: Annual reports of the Bank of 5wedo|]zém Ye:]srly average of monthly totals. In thousands of
nor)

Current Current
Foreign Foreign
account sceount
govers | Forlen bltnce motal Lorrs | Ponlen bt ot
i abroa abr
curities (net) curities (net)
41,407 | 63,087 | 23,763 [ 129,156 | 1920. 41,303 | 54,140 | 41,008 [ 1137, 554
68,876 | 112,695 | 36,781 | 208,352 (| 1921 13,030 | 70,677 | 40,080 | 124,006
3 22,114 | 189,701 || 1922 60,313 | 51,246 | 40,270 | 151,629
51,041 | 100,043 | 32,443 184,427 [ 1023 119,497 | 14,332 | 45601 | 179,520
181 49,597 | 80,982 | 63,5606 | 184,085 }| 1024 55, 403 L,179 | 40,136 96,718

1 Includes a “‘special acconnt” of (average) 22.2 thousand kronor.

The government finances in Sweden have been in better shape
since the outbreak of the war than those in most other European
countries, Sweden found it necessary to increase expenditures con-
siderably as a result of war-time conditions. However, revenues
were increased at the same time, and in some years revenues increased
to even a I‘greater extent than did expendifures so that a surplus
resulted. For the years 1920 to the present expenditures have been
Fren.ter than revenues, although the deficits have not been sufficiently
arge to cause much disturbance to currency or exchange conditions.
'he total debt of Sweden is now sbout three times what it was
before the war. At the end of 1913 the total debt amounted to 648,~
287,000 kronor, while at the end of 1923 it amounted to 1,643,000,000
kronor, all of which latter amount was funded debt with the exception
of about 46,000,000 kronor. The condition of the Govérnment’s
finances is thus not such as to lead to inflation. The following tables
show the receipts and expenditures since 1912 and the condition of
the debt at the end of each year since 1910.

Sweden—National debt, 1900-192}
[Source: Biksgtildskantoret-Arsbok, 1923-24]

Other funded] ¥loating
Year Btate honds [Othef T oalide | Total debt
Xromor Kronor Eronor Kromor

1 337, 899, 000 5, 191, 000 343, 000, 000
1 340, 132, 000 B, 145, 000 354, 277, 000
1 346, 693, 000 , 347, 000 354, 040, 000
1 345, 214, 000 , 297, 000 352, 511, 000
1 383, 944, ', 246, 000 391, 190, 000
1 408, 158, 000 085, 000 412, 43, 000
1 429, 852, 000 055, 000 426, 907, 000
007 464, 360, 000 743, 000 468, 102, 000
515, 376, 000 695, 000 519, 071, 000

548, 126, 000 047, 000 554, 173, 000

1 537, 426, 000 957, 000 B43, 343, 000

1 606, 096, 000 863, 000 811, 959, 000

3 602, 200, 000 ), T64, 000 607, 964, 000

1 622, 564, 000 662, 000 20, 084, 000 648, 257, 000
14, 605, 835, 000 556, 000 43, 084, 000 744, 455, 000

1 812, 609, 000 443,000 | 36,810,000 { 854,871, 000

1 930, 217, 000 326, 000 57,708, 000 W2, 246, 000
191 997,990,000 | 10,016,000 | 140,311,000 | 1, 149, 228, 000
191 066,197,000 | 11,669,000 { 854,313, 000 | 1, 656, 179, 000
191 271,116,000 | 10,408,000 | 285, 474,000 | L, 566, 008, 000
1 270,441,000 | 10, 143,000 | 5 215, 041, 000 | 1, 406, 524, 000
192 423, 465, 000 ), 802,000 | 277,630,000 | 1,510,987, 000
1022 455, 379, 000 ), 637,000 | 980,448, 000 | 1, 551, 464, 000
1923 560,651,000 | 36,200,000 | 46, 106, 000 | 1, 643, 056, 000
19240, A 857,616,000 | 240,549,000 | 35,672,000 | 1,634, 035, 000

1June 30, 2 Includes loan from State pension institution,
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Sweden—Receipts and expenditures, 1918~1928

265

[Source: Statistisk Arsbol; 000 omitted]
Ordi-
Nst nary
revenue | Total | expen-
Ordi- | publlo | ot e | (oot Pro- | Amor
- o | (notin-{ (nof
Y nary glﬁ‘ter» clue clud- | pague 1 Sor- E;p"‘_l m tza~
ear reve- | pri pro- ing pins dim new tion
nue and | ceeds |interast loans |Ofdebt
prodao-| from and
tive loans) | amorti-
funds sation
of debt)
Kronor | Kronor | Eronor | Kronor | Kronor | Kronor | Xronor
248,735 | 196,006 52,629 § 51,293 | 41,60 6,204
264, 238 | 205, 320 58,018 | 47,308 | 40,4 6,377
261,402 | 215,458 45,044 | 47,177 | 37,7 7,099
364,887 | 278,714 86,173 £ 49, 34/ 5,106
413,369 | 361, 165 52, 204 58, 69 4,839
@35, 687 | 305,320 ... o] 240, 358 | 247, 446 | 347, 60f 4,077
B17,905 | 004,060 | 87,054 |.........| 645, 307 | 725, 167,801
862,038 179,870 | 179, 84i 5,454
834, 562 .| 183, 745 | 186, 541 88,383
759, 161 L9011 A  BA: 5,920
652,092 , 013 | 126, 821 173,449 | 99, 59 7,045

Sweden—Receipts and expenditures (Met estimates) for 19£8-%24 and 1984851
- {Bource: Btatistisk Arsbok for Sverige. Thousands of kronor]

1923-24 | 1924-25
Taxes: N BECKIPTS
Income tax and tax on capital 30,000 | 135,000
Stamp duties 48,000 f 40,000
Customs duties. 17,000 | 123,500
Sugar tax 2, 000 25,000
‘Tobacco tax. 43,000 60, 000
Bpirits, malt, and esu de vie. 86, 700 82, 000
Bundry tazes 27,820 16,634
478,520 | 472,134
Re venues from public enterprises: 9
Postal servltzn 10,000 15, 000
Telegraph servioe. 18,000 | 17,000
Railways. 28, 600 36, 000
Waterfalls and canals. 8, 300 10, 000
ublic domain 30,000 { 13,000
Revenuo from fron ore and tobaceo 12,380 , 290
Revenue from loan fund. 7,205 7,884
Revenue from spirits fand. 2, 200 1,200
'rofit from 18, 000 14,000
132,146 127,074
Bevenua balances and sarplus from previons 10ADS . ..o oo ool ee e eeoean 70,773 84,034
[ oW 158 pre Dl h%
Total recelpts. 775,640 | 674,438
ordl " RXPENDITURES
nary expenditure:
Civ ey s , 797
D ‘of Justice. 13,407 12,981
oreign office. 8,224 , 521
Ministry of defense 140,042 147,512
istry of social wallare. 70,980 7,580
try of 16,703 19,783
nistry of finance. : 42,4838 41,702
Inistry of snd worship. 122,17 122, 650
inistry of 21, 850 21,238
inistry of 11,632 10,823
Pensions. 689 | 33,937
[nterest on national debt. 88,170 ™, 172
Other 8, 240 6,008
587,123 | 581,638
1 The fiscal year was dnngedlnlmhomthaedmduywcomybumdmhmeaﬂ.
'Onlyneumonnntobewumll turned over to the treasury are Included
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tes) for 192924 and 1924~85—

Sweden—Receipts and expenditures (budget

Continued
1923-24 | 102425
EXPENDITURBS—continued
Capital expenditure:
State enterprises, monopolies, publlc domaln, ste. 52,102 29,046
Amortization of national debt. 7, 7, 909
fund 26, 27,900
P! of loans. 49,101
15, 000 4,000
ppropri for loan fund 31,300 21,050
ft loans 6,710 , 000
188, 526 92,804
Total 775, 048 674,438




SWITZERLAND *
1. PRE-WAR CURRENCY

Before the war Switzerland was -upon the gold standard. The
standard monetary unit was the gold frane, containing 0.32258 of a
gmm of gold 0.900 fine, and worth 19.2948 cents in American money.

witzerland was a member of the Latin Monetn.r%hUnion, established
in 1865 (ratified by Switzerland March 5, 1866). e Latin Monetary
Union gave the countries the bimetallic standard at a mint ratio of
silver to gold of 15.5 to 1. Before 1867 silver was undervalued at
that ratio, and was therefore being gradually displaced by e%old.
But after 1867 gold was underva.le\lxgﬁ and began to be displaced by
silver. After about 1873 the price of silver fell to such an extent that
large quantities of silver were brought to the mints of the various
countries to be coined, and the circulation began to be flooded with
silver gmoney. In Switzerland, however, free coinage of silver had
never been allowed, and the coinings there were very moderate com-
pared to those in France, Belgium, and Italy.

In 1874 the eountries of the union a.greeg to limit the coinings of
silver 5-franc pieces (écus) to 140,000,000 francs for that year. For
1875 the limit was raised to 155,000,000 francs, then reduced to
120,000,000 for 1876.* Italy in thg, 1875, suspended the free coin-
ﬁe of silver to private individuals, and France in August, 1876,

opted & similar messure. Belﬁium in December, 1876, prohibited
the free coinage of silver from the 1st of January, 1877. %‘ree coin-
age of silver, as already noted, did not exist in Switzerland. A mone-
tary conference in 1878 suspended completely the coinage of 5-franc

ieces. However, the convention in 1885 restored the right of coin-
ing 5-franc pieces to the different States, but each State was
obliged to regeem its own silver coins in gold on demand of any
other contracting State. ' .

Although Switzerland had stopped the coinage of silver, the silver
5-franc pieces continued to be legal tender,® but their value no longer
tended to conform to the value of their bullion content. They were
not redeemable in gold, but were kept on a parity with gold because
of the limitation of their slg)plg. 'Fhus Switzerland to all purposes
had been upon the gold standard before the war from some time in the
seventies.

The situation was very much like that in the United States after
1878. The banks in the United States had and still have the legal
right to redeem their obligations in silver dollars, but in practice it
has always been possible to get gold without paying any premium.
This was the case in Switzerland, and the Swiss National Bank, the
central bank of issue since 1907, has not followed the practice of
some central banks of exercising its option to redeem in silver at

times when gold was leaving the country and charging a slight
premium for gold.

§ This sectfon was propared by Mr. Elmer Wood.
'uspgxhlémo Monétaire ds |a Suisss. Ktude documentaire. Publication de la Banque natiopale

'S“‘ s&zAMdmmmamm nion were legal tender in Switserland b

ver

virtus of Swiss law. v d
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The national bank was not legally required to buy gold at a fixed
price, but it usually did buy at the rate of 3 francs })er gram of gold
0.900 fine. The bank also frequently entered the foreign exchange
market as a buyer or seller of bills in an effort to keep exchange rates
as steady as possible. .

At the end of 1913 there had been coined 161,600,000 francs of
gold ‘coin and 59,200,000 francs of silver coin, of which 10,600,000
were 5-franc pieces struck in accordance with the agreement with the
other countries of the Latin Union. Besides these amounts there
were 13,100,000 of nickel and a small amount of copper coin. It is
not possible to say just how much of this money hn.(f been lost and
sent abroad and how much foreign money was circulating in Switzer-
land. In addition to the metallic money, there were also in circu-
lation at the end of 1913 about 314,000,000 francs in notes of the
Swiss National Bank.

Banking was decentralized in Switzerland before 1907. Most of
the cantons had their own banks of issue, and the notes usually did
not have a wide circulation. The Federal Chambers passed an act
October 6, 1905,% creating the Swiss National Bank. is bank was
given the exclusive right of note issue (after three years) and other
powers commonly given to central banks, JR )

No limit was set to the amount of the note issue, and no tax was
laid upon any of the notes. The bank was simply required to keep a
reserve against its notes of not less than 40 per cent. The reserve
might be either gold or coined silver, but in practice the reserve has
consisted lm;ghely of gold. The bank was required to redeem its notes
unconditionally in either gold or silver. Before August, 1914, the
notes were not legal tender, but government offices were required to
accept them. The bank has several offices, but they are all coordi-
nate and have in common one board of directors, which is selected by
the Federal Council. The bank is thus under the general supervision
of the Federal Government. The Federal Government and the
cantons participate in the profits of the bank. The bank has a
paid-in capital of 25,000,000 francs and a surplus of 6,941,000 francs.

The bank is authorized to hold demand and time deposits and to
discount domestic and foreign bills of exchange. It is also authorized
to buy treasury bills and to make loans on collateral security termi-
nablein 10 days. It is not restricted to business with other banks and
the Government, but it may carry on a general banking business
with private customers. It is not allowed to deviate from its official
rates in such business as does the Bank of England, and as do the
Federal reserve banks in their open-market dealings. ' .

In general, it can be said that the Swiss National Bank provides a
means of control over the credit structure of Switzerland. ~Its notes,
and the deposit credits on its books constitute a large part of the
reserves of the private banks. If the central institution enlarges its
note circulation and deposits (either through the receipt of goid and
silver or through the purchase of eligible paper), the basis exists for
an ansion of the deposit credits of the private banks. On the
other hand, when the central institution curtails its credit by cur-
tailing its loans and discounts, which it does by giving them on less
attractive terms, the private banks have to curtail also.

“‘;,mmwmmmmwmduumwmrmcmxmu,m ‘The bank opened June 20,



CURRENCY AND FINANCIAL CONDITIONS—SWITZERLAND 269 .

The bank is a bank of rediscount, but it controls the supply of
credit in other ways than through influencing the amount of redis-
counting. The official rates are usually higher than the rates charged
by private banks for the better class of paper, and consequently the
banks are discouraged from rediscounting any more than necessary.
A large part of the paper which the bank holds is not that which
commands the low rate quoted in the market but paper less well
known (though doubtless just as secure) which commands a less-
favorable rate, and which the bank takes from its private customers.
By regulating the amount of business it does of this character, the
bank controls the supply of funds given to the market as effectively
as by regulating the amount of rediscounting it does for banks. To
the extent that the bank holds deposits of private individuals and
firms, the multiile effect of credits granted is not felt.

Since the bank held most of the gold in the country not in hand to
hand circulation, it had to bear the burden of any demand for gold
for export whenever exchange on other countries went above the
gold export point. In order to protect its gold reserve it endeavored
to keep foreign exchange rates within the gold export point. The
bank watched business and credit conditions with special reference
to developments that might affect the exchanges.



II. CURRENCY, CREDIT AND PRICE MOVEMENTS, 1914-1925

As in other European countries, immediately after the outbreak of
the war there was a shortaFe of currency in Switzerland. Note cir-
culation, as can be seen from the chart (No: 68) increased very
sharply in the middle of 1914 from an average of 282,800,000 francs
in July, 1914, to an average of 437,900,000 in August, 1914, Current
accounts and deposits* of the Swiss National ank increased from

CHART 68

NATIONAL BANE 0F SWITZERLAND—NOTE CIRCULATION, GOLD AND SILVER, RESERVES, CURRENT
ACCOUNTS AND DEPOSITS AND NOTES, MONTHLY, 1912-1925

End of month

‘Millions of francs [For figures see Table 116] Milllons of francs
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47,700,000 to 77,700,000 during the same interval. These increases
were not on account of greater business activity, but to a lar%e
extent on account of hoarding of both coin and bank notes. Gold
soon began to disappear from circulation. Part of it went into pri-
vate hoards, and part of it went to increase the gold reserve of the
national bank. The notes of the bank were made legal tender and
the suspension of specie payments was authorized July 30, 1914.

4 “ Carrent accounts” are practleally equivalent ¢o demand deposita in the Unted States, and **deposits’”
are equivalont to time deposits eallnb{s at ahort notice,
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An immediate effect of the war upon Switzerland was to depress
business. Discounts and advances, which had increased sharply at
the outbreak of the war, soon declined. In the second half of 1915
business began to improve, stimulated by orders for supplies from
belligerent countries. ~ The demand for credit increased.  The chart
s]%x:;vi{s the monthly increase in the credit issued by the Swiss National

Inasmuch as the notes of the bank can be used as till money by
the private banks, and deposit eredits with it can be used by them as
Teserve, an increase in the credit issued (both in the form of notes
and deposits) by the bank tends to generate a concurrent increase
in the credit issued by the private banks. The credit expansion in
the Bank of Switzerland and in the private banks is illustrated by
the following table, which gives amounts as of the end of the year.

Switzerland—Ezpansion and contraction of credit, 1812-1928

[Souxce: Statements of the Swisy National Bank and das Schwelrerishe Bankwesen im Jahre 1024, Figurea
[ are as of the end of December of each year; 000 omitted]

Swiss National Bank Other bunks
Year Current Current | Discounts
Notecir- | accounts Dln:gnu Number of§ accounts Br’e‘:t?:
culatlon and advances | banks? and counts
. depaslts deposits debitory
Froncs Francs Francs Franes
1912 339, 240 55, 491 197,310 314 | 1,557,336 8, 116, 537
1 313, 821 58, 930 174,802 308 | 1,537,060 3, 260, 028
1 455, 889 70,930 215,749 | 320 | 1,619,634 3,008, 701
1 81, 680 210,839 | . 310 | 1,981,781 8, 281, 206
1 538, 518 128,018 |- 244,276 319 | 2,451, 41 3,728, 009
1 303 137,304 317 | 3,017,240 4,263, 434
1 975, 708 183, 708 624, 181 316 | 38,534,931 4,761, 309
1 1,036,123 175,308 544, 107 342 | 8,032,544 5,611, 205
1,023,712 163,166 511, 241 340 | 4,008,278 8,792,071
1,009, 264 128,765 453,819 340 | 3,640,684 b, 218, 44
165,031 343 | 8,307,245 4, 818, 859
981, 958 104, 860 434, 336 | 8,458,354 4,772,190
913,012 120, 000 381,522 .

1 Groups of banks included in 1023: 24 Kantonalbanken; 8 Groasbanken; 77 Lokal-und Mittelbanken;
68 Sperund Leiki 1 18 By 25 1

The reserve basis for the increase of credit during and after the
war was furnished by gold, and by silver coin imported from the bel-
ligerent countries. Large emounts of gold were sent in by the
various Governments—taken from the reserves of the central
banks—and additional amounts were brouﬁht in by private individuals
who were able to evade the embargo of the country of export. The
‘gold reserves of the national bank at the end of 1913 amounted to
about 170,000,000 francs. By the end of 1915 this had increased to
250,000,000; at the end of 1918 to 415,000,000; at the end of 1921
to 550,000,000, which was the high point. At the present time the
gold reserve amounts to about 505,000,000 francs and the silver
reserve to about 90,000,000. .

There was especially a strong tendency for silver 5-franc pieces
(6cus) to gravitate to Switzerland after the outbreak of war. These
coins were “ official money’’ in all the countries of the Latin Monetary
Union, regardless of which member of the Union had struck them.
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Swiss exchange was at a premium in most of the other countries of
the Union, and profits couqd be made by shipping the silver currency
to Switzerland, although it was illegal to do so. Moreover, there
was no tendency for the 5-franc pieces to go outside the Latin Union,
because their monetary value (down to 1919 and again later) was
much greater than the value of their bullion content.? The follow-
ing table shows gold and silver imports into Switzerland by years:

Switzerland—Gold and silver tmports and exports, 1910-1923
[Bource: Statistik des Auswirtigen Handels der Schwelz. Thousands of francs)

Gold coin and bullion 8llver coin Bilver hullion

Year Net Net Net

o e &
Ymports | Exports imports Imports | Exports Imports Imports| Exports imports
101 82,607 | 24,350 | 38,347 7,411 | 14,601 7,453 1,007 [ 6,35
191 68,276 | 27,722 | 40,553 | 23,175 ‘f.(m 16, 154 8,040 99 7,041
191 78,728 | 27,8 50,906 | 49, 8,681 | 41,330 8,700 758 im
101 68,270 | 28,378 | 29,892 | 52,726 9,838 800 7,333 1,116 8,217
1 58, 532 6,144 | 52,388 | 15702 4,517 | 11,185 8,061 827 5,24
1. 16, 764 L7339t 15025 8 2,308 | 28,537 5,673 2,013 3,600
118, 534 828 | 117,706 | 23,779 1,365 | 22,414 | 10,315 1,15 9, 159
................. 36,002 2,834 | 33,168 9,019 1,004 8,825 | 11,361 901 | 10,370

84, 550 1,408 | 83,148 1 1,386 83 2 51
57,360 118 | 57,253 | 12,114 3,883 8,231 6,346 71 8,278
39,513 1,834 | 37,260 40,415 114 9,064 861 8,193
g2 475,291 | 376,236 | 98,055 6,775 3,416 3,380 6,612 557 058
179,653 [ 79,902 | 99,661 2,607 | + 1,785 5,409 1,108 4,301
163,001 | 94,307 | 68,784 1,110 | 10,457 | 19,347 8,643 430 3,218
22, 128, 657 {1107, 094 912 432 480 7,170 | 12,443 | 15,213

1 Net exparts.

Gold @mé)orts during the war period, largely in the shape of coin,
came chiefly from Germany and Austria, for the purpose of effecting
fm ents and supporting exchange. These imports were particu-
arly heavy in 1916. Gold exports, which were permitted only under
license, were insignificant. The very large imports and exports of
old in 1921 represent chiefly a movement of Russian gold brought
rom Sweden and, to a small extent, from Russia direct. This gold,
when in coin form, was melted, stamped, and then reexported to the
United States. In 1922 and 1923 the sold imports include consid-
erable amounts of German gold deposited as collateral by the German
Reichsbank.

The reserve held against the notes has been much greater than
the legal minimum of 40 per cent. This increase of the reserve—
especially gold—was somewhat of & stimulus to credit inflation, be-
cause the business community had become accustomed to considering
the reserve ratio as an important indicator of the amount of credit
that may beissued. The accompanying chart (No. 69) shows certain

3 This large inflow of silver 5-frane pieces became an embsarrassment to the Swiss Government, and
farther imports were hibited Oct. 4, 1620, People preferred the 5{ranc notes, so a large part of the
silver piecesfound their way to the Swizss National Bank. At the monetary conference held in 1921 Bwitzes-
land was given authority to put the Bwiss stamp on shont 657 million franes which bad formerly borne
the stamp of other countries, The remsining 5franc pieces, amounting to 166,000,000 francs, are to be
beld for tgz countries of their origin. Those countries have sgreed to take them up in installments, begin-

Ve years.

By a decree of Feb. 18, 1921, the Swiss National Bank was prohibited from connting the sliver s-frane
ioces at more than thelr bullion value. The Government gave the bank a note for the difference between
heir nominal and their builion value. At the end of 1923 the bank showed 168,000,000 {rancs in nominal
valus, which it carvled in its cash account at 90,700,000 At the end of 1924 the nominal smount of forelgn
5-frane pieces held by the bank had declined to 156,000,000 francs, carried in its cash sccount at 78,000,000
francs. By an act of Sept. 27, 1923, the 5-franc pleces ng the Bwise mmg.(bul. Dot the ones held for
France) may be counted at their nominal valne qulnnh:LJan. 1, 1924. The foreign écus, even when

connted at L{dr bullion value, may not exceed one-fifth of legal reserve.
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items of the national bank plotted on logarithmic scale. The chart
shows especially the relative credit expansion of the bank since 1914.

Government financing also had some effect upon the amount of
inflation which took place, but it is impossible to judge how much

CHART @

NATIONAL BANE Of SWITZERLAND—NOYE CIRCULATION, DISCOUNTS AND ADVANCES AND Dxroarrs,
MONTELY, 1012-1924
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effect. The Federal budget has not balanced since the war began,
but an unbalanced budget does not necessarily mean inflation of the
curren?, since the deficits may be met out of savings. Switzerland
has had good credit continuously, and at no time the treasury
borrowed from the national bmﬂ because it could not borrow else~
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where. Nevertheless, treasury bills have been discounted at the
bank in large amounts. The legal limit for three-month bills which
the bank may hold was placed in 1923 at 200,000,000 francs for the
Confederation and 150,000,000 for the Federal railways. The fol-

lowing table shows the amount of treasury bills held by the bank at
the end of each year: .

Suwitzerland—Treasury bills ! discounted by the Swiss National Bank
[Bource: Statements of Swiss National Bank, Millions of francs]

Amounts ( Amounts Amounts | Amounts
discounted | “sold by [ ATiounts discounted | sold by | Amounts
by the [ the bank | ,eld DY by the | the bank | f¢16 bY
Year national in the Year national in the
g dur- | open mar | eud't mokdor onen ) endr
g the | ket during| og the | ket during
Year the year the year year the year the year
124.0 1.5 8.5 || 1920 1,040.0| 14940 280.0-
444.1 175,86 75.3 | 1021 1,884.0 1,463.0 3170,0
953.7 818,1 123.3 || 1922, 1,083.0 20,0 1217.0
¢ 1,392.0 880.0 2330 1 1,420.0 L0110 178.0
1,962.0 1,203.0 312.0 ff I 18L.0 196.0 10.0
2,365.0 1,33L0 30L0

1 Includes short-time obligations of the Federal railways.

1 Excludes noninterest-bearing Federal obligations representing the difference between the nominal
'value and the bullion value of silver coin retired from circulation—1921, 117,300,000 francs; 1922, 108,100,000;.
1923; 76,00,000; 1924, 78,000,000.

An abundant supply. of funds kept discount rates at a low figure
most of the time gurm the war, especially prior to 1918, Capital
flowed into Switzerland from belligerent countries, since Swiss invest-
ments were considered more secure. The following table shows the
discount rates of the national bank and also the discount rates of
private institutions. The private rates are only for the better class
of commercial bills. It will be noticed that the private rates are
uniformly below those of the national bank. During the period im-
mediately following the war the rate of the national bank was 534
per cent. This was lowered to 5 per cent in the fall of 1919. At
this time the bank was carrying a large amount of government se-
curities, prices Were rising, and the premium on dollar exchange was
increasing. The rate was lowered l‘;y gradual steps until it reached
3 per cent in August, 1922, being raised to 4 per cent in July, 1923,
where it still remains.

Switzerland—Discount rales (monthly averages), 1917-1928
[Source: Statistisches Jahrbuch der Schweiz and data furnished by the Swiss Natlonal Bank}

1917 1918 w19 1920 1921
Month Swiss Bwiss 8wiss Bwiss Bwise
Na- Pri- Na-~ Pri- Na~ Pri- N Pri- Na- Pri-
tional | vate | tional | vate | tional | vate | tionsl | vate | tional | vate
Bank Bank Bank Bank Bank
450 3.50 4.50 419 5 50 515 500 474 5.00 4,33
4.50 3.09 4.5 418 650 4.33 500 4.65 5,00 .2
4.50 2.35 4.50 392 5.50 4.72 5.00 456 5.00 4.17
4.50 20 4.50 .00 5. 50 4.67 500 4.06 4.50 .90
4.5 L34 450 3.37 & 50 47 500 4.66 450 3.02
4 50 L8 4.50 axm 550 4.61 500 447 4.50 3.52
4 50 L73 45 3.52 5.50 4.55 500 4.61 4.50 3%
4.5 L7 450 a9 532 452 500 453 415 295
4.50 20 450 116 500 4.52 500 4.34 4.00 2%
4.50 334 5.44 502 5.00 460 500 44 4.00 2.60
450 4.2 50 527 5.00 402 5.00 448 4.00 275
450 431 5.50 520 5.00 460 500 448 400 284
4.% 200 475 .15 5.32 4.9 .00 4% L“; 3.30
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Switzerland—Di. ¢ rates (monthly averages), 1917-1928—Continued
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CHART 70
SWITZRELAND—WHOLESALE PRICRS OR PAPER BASIS AND ON GoLD BAsm, MONTHLY, 1921-1025
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Prices in Switzerland rose very greatly following the outbreak of
war, food prices reaching their maximum in October, 1920. In 1920
prices began to fall and fell rapidly down to the middle of 1921.
After a short period of recovery they continued to fall until June,
1922: The course of prices since the first of 1921 is shown in the
a.coomp:rifing chart (No. 70).

The fall of prices was relatively greater than the decline of notes
and deposits at the national bank, which fact is accounted for partly
by a decline in the velocity of circulation. People preferred to hold
their money lonﬁer before spending it when it was increasing in value.
Also, considerable amounts of both notes and bank deposits were
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held b{ nationals of Germany, Austria, and other countries where
unstable.currency existed. The London Economist quotes an esti-
mate that of the total of 856,000,000 of notes then in circulation,
130,000,000 to 150,000,000 were held abroad.

A rise of prices of considerable magnitude began in the second helf
of 1922 and continued until May, 1923. The Swiss National Bank
July 14, 1923, raised its discount rate from 3 to 4 per cent and its
Lombard (collateral loan) rate from 4 to 5 per cent.

This increase in rates ¢ontributed to a short and rather sharp drop
in prices; the drop, however, had already started before the change in
money rates took place. In September, 1923, prices began to rise
again, and continued to do so until the end of the year. Since the
muddle of 1924 prices have remainéd relatively stable, accompanying
relative stability in the note circulation.



III, FOREIGN TRADE

Switzerland normally has an excess-of merchandise imports. In
only one year (1916) since 1890 have merchandise exports exceeded-
imports, and in that year, if gold and silver coin and bullion are
included, there was a balance of imports. The accompanying chart
(No. 71) shows imports and exports since 1890, both value and

OBART 71
I AND or A 1890-1023
[swtmpuu,Le,mmumm%m;mmLhmormmhm-
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uantity. It hes been drawn to logarithmic scale in order to show
the relative movement of physical quantities and values.

The balance of imports in the merchandise trade is offset by o
balance of exports among the invisible items. The principal invisible
items are tourists’ expenditures, interest and profits on foreign

investments, loans made to foreign countries, and Ioans received from

foreign countries. In the case of the first two, the balance is decidedly
51142~257—8xk8 9, Yor.1— 19 277
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“in favor of” Switzerland. In the case of capital movements, there
has been no uniformity of late years; sometimes foreign loans have
exceeded borrowings and sometimes borrowings have exceeded loans.
Prior to about 1919, Switzerland was (in the net) a lending country.
Since that time, there have been times when borrowings considemll;{y
exceeded loans. Invisible credit items of less importance are receipts
on through traffic passing over Swiss railways, and electric power
furnished other countries.

For convenience we can list the net result of the items entering
into the balance of internsational payments as follows:

Credits:
Interest and profits on old investments.
Tourists’ expenditures.
Receipts for railway services and for electric power furnished other countries
Debits (small in comparison with the first two items).
el H
Excess of merchandise imports.
Excess of gold and silver coin and bullion imports.
Loans to other countries (in excess of borrowings most of the time).

This list is not all inclusive, but includes the important items. No
trustworthy figures for the actual amounts are available. It is
obvious, however, that the balance of the invisible items (when all
of them are included) must equal the balance of the visible items.

The accompanying chart (No. 72) shows merchandise imports and
exports by quarters from 1910 to 1925. The first effect of the war,
it ‘will be observed, was to curtail both imports and exports; the
former more than the latter. But this continued only for a few
months, and as the war progressed exports increased heavily—luriely
because of war orders from belligerents. Imports also increased, but
not so much as exports. Import quantities, however, actually
declined, which indicates that the higher price level which prevailed
was an important factor in the increased trade.

Switzerland received payments for part of the increased exports
in coin and bullion. Also, Switzerland granted gold credits to various
belligerents, totaling 600,000,000 francs, which are an offset to exports.
In addition, Swiss private investors bought considerable amounts of
foreign securities. - Foreigners acquired Swiss funds in this-way with
which to help pay for Swiss goods. i

After the close of the war in 1919 and 1920 imports increased to
figures far above previous records, so far as values are concerned,
but not so far as physical quantities are concerned. Exports were
correspondingly large in 1919, but not in 1920. The Ereatcr part of
Swiss Imports are in the form of raw materials, while the srenber part
of the exports are manufactured goods. The strong demand for
manufactured goods of the previous months had encouraged heavy

urchases of raw materials at high prices. While the materials were
1n the process of manufacture an handli.nf, ices fell. The sale
of the manufactured goods in 1920 did not yield the amounts expected.
Consequently, there was a record balance of merchandise imports.
rge credits, s a result of bond sales in the United States, were
indirectly available to help pay for this excess of imports. During
the first part of 1921 imports and exports fell very sharply.

The great drop in the value of bg& imports and exports since 1920
was one Ehnse of the decline in genemIpbusinws activity. A very
considerable portion of Switzerland’s exports are regarded as lux-
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uries—for instance, silk cloth, the finer grades of cottons, embroidery,
ribbons, watches, and jewelry. When business became depressed
in Europe and elsewhere the demand for such goods declined rela-
tively more than the demand for other things. Even the export of
dairy products, measured in physical amounts, was much less than
before the war. Although the depression was of relatively short
duration in the United States, the American import duties prevented
a great increase in sales to this country. However, exports to the
United States are now much larger than before the war. ~The decline
in exports to Germany where purchasing power was reduced was
veﬁmarked. .

e decline in foreign trade in 1921 seriously affected mdustll'f'.
It was estimated in 1921 that 70 per cent of the People usual
engaged in the manufacture of watches were out of employment.
In 1922 the number of those unemployed belonging to all industries
ranged from 50,000 to 100,000. Tge State at this time spent large
sums in unemployment doles.

In connection with foreign trade, some attention should be given
to the tariff. Switzerland before the war, like most of the countries
of continental Europe, had a general tariff, and a conventional tariff,
or tariff based on treaties. e duties of the general tariff schedule
were seldom applied, because in the first place there were treaties
with several countries giving, along with “most favored nation”
treatment, concessions for certain commodities. In addition, there
were treaties with most of the other countries with which Switzerland
had trade relations giving simply “most favored nation’’ treatment,
Since the concessions to certain countries covered a wide variety of
products, and since any concession granted to one country was given
automatically to all “most favored’” countries, the practical outcome
was that the actual rates were usually below the nominal rates—some-
what the same as if Switzerland had had a maximum and minimum
schedule of duties. In the rates fixed by convention, the com-
modities were usually so defined, or were of such a special nature,
that other countries not parties to the convention but which enjoyed
merely “most favored nation” treatment, in many cases did not
receive much benefit from the concessions.

During or after the war all these treaties were renounced—some
by Switzerland, as in the case of those with Germany, Austris-
Hungary and Serbia; and some by the other countries concerned, as
in the case of those with France, Spain, and Italy. But temporary
working arrang ts were continued down to July 1, 1921.

The duties in force in Switzerland were specific and so afforded less
protection with prices at the postwar level than they afforded before
the war. During the war no need for protection was felt. After the

war, however, many Swiss producers feared especially the competi-
tion of countries with greatly depreciated currencies. An emergency
tariff measure was enacted and became effective July 1, 1921. ties

on the common cereals, machinery, and tin plate were doubled.
Those on boots and shoes were trebled. Duties on some of the raw
materials were heavily increased—for instance, those on cotton and
copper.

There was much opposition to this law, so that it barely passed.
Switzerland at the time was having a heavy budget deficit, and the
measure was partly the result of the needs of the treasury as well as
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that of the demand for protection. In April, 1923, a bill for lowering
the tanfl was ref to- the people, but failed to pass. A new
tariff treaty was signed with Spain May, 1922, and one with Italy
January, 1923. .

Germany is the chief source of imports into Switzerland and is
followed by France, Italy, Great Britain, the United States, and
Belgium. On the export side Great Britain ranks first as the len.di.:ﬁ
customer for Swiss goods. Next in order are France, the Unit
States, Germany, and Italy. :

The principal imports into Switzerland are raw materials an
grains. ~ Cotton, silk, and wool are imported and manufactured into
textile materials which are orted. Manufactures of silk and
cotton are the leading exports of Switzerland from the standpoint of -
value. Next in importance are clocks and watches, - The following
tables show the principal countries with which Switzerland trades,
and the chief commodities imported and exported:

Switzerland—Imports and exports, by principal countries, 1913, 1922, 1923
L]
[Bource: Statistik des Auswirtigen Handels der Schwels. 000 omitted}

Imports Exparts
Countries o
1913 122 plo] 1918 1022 1923
nes ncs
173,917 181, 991 236,165 { 347,047 385
508 304,957 | ... 88 214,102
190,352 177,858 13643271 215387 , 485
365, 586 418, 635 102,501 443
204,464 231, 945 92, 560 100, 783
24,728 8L025 [ . ... . 47,797 B4, 588
46, 629 34,067 30, 667 59, 545 04, 588
24, 505 9, 700 8,818 41, 826 81,708
I, 439 25,980 | ... ... 5,721 47, 29
68, 601 80, 524 30, 865 40, 698 45,770
83,578 93, 880 28,188 47,934 43,045
54, 588 65, 747 20, 864 28,020 38, 261
36,133 88,504 | oeeene ] 17,380 2,130
.| 41, 858 49, 1, 40, 063 29, 966
- 2,380 12, 709 9, 507 9, 114 22, 047 24, 326
1,52, 101 250, 080 340,088 208, 304
1,915,816 | 1,014,485 | 2,243,081 | 1,370,800 | 1,761,574 1,760,211
Switzerland—Imports and exporis by principal dities, 1818 and 1924
{Souroe; Btatistisk des Auswirtigen Handels der Echwels)
piut] 194 . ik 1094
EXPORTS
Frances Franes Francs France
232, 250, 000 243, 443,000 || Silk, manufactures of.| 271, 276, 000 359, 653, 000
131, 845, 000 206, 605, 000 Cm, manufac- 200, 000 00
125,007,000 | 108,707,000 || Chocks st Witk 1| 109,430,000 | 503 008,
181, 922, 000 185, 880, 000 | M 98, 725, 000 160, 797, 000
74,305,000 { 144, 407, 000
102, 889, 000 124, 350, 000 103, 341, 000
»HB, 265, 000 43, 652, 000 z: zg: 000
47, 741, 000 83, 000 ),
35, Sﬂl)'. 000 9, 0’%& 000 9,035,000
56, 284, 000 64,476,000 48, 423, 000
41, 704, 000 50, 332, 000 42, 787, 000
517, 708, 000 57, 858, 000 .
16,191,000 | 35,731,000
82, 802, 000 34, 515, 000

[
©



IV. EXCHANGE RATES AND PURCHASING POWER PARTIES

Exchange rates in New York on Switzerland, like those on France
and Great Britain, went to a rather high premium at the outbreak of
ithe war in 1914. The par value of the Swiss franc according to gold
contents is 19.29 cents. 'The highest rate recorded in July, 1914, was
21.505 cents. It is possible that even hi%her rates were paid, for the
market was very much disorganized. The cause of the high rates
was largely the panic in London and Paris. Bankers in those mar-
kets refused to discount bills for New York at a time of the year when
large amounts were usually discounted. The suﬁp(liy of sterling and
francs in New York being thus seriously curtaled, rates for these
currencies went to very high figures, In London and Paris Swiss
exchange was at only a slight discount. Consequently, in New York
bills on Switzerland slso went to a high premium, since they were an
acceptable means of payment in London and Paris. L.

In the autumn of 1914 the Swiss franc was down to par again in
New York, and even went a little below par toward the end of the
year. In 1915 the rates most of the time were below the point where,
under ordinary conditions, gold would have moved from Switzer-
land to the United States. But on account, of the war, gold could
not be easily shipped. Besides, after July, 1915, the Swiss Govern-
ment maintained an embargo on gold exportations. During 1916
exchange rates for Swiss francs were sometimes above and sometimes
below par. The high rates for Swiss francs at the close of 1916 were
doubtless due to the support given sterling and French francs by
American financial interests, combined with the difficulty of shipping
gold from the United States to Switzerland. Also, the mcrea.szs
grobability of American participation in the war doubtless preven

ollar exchange from receiving the speculative support it might other-
wise have received. .

The New York rates for Swiss francs began to advance sharply in
the early summer of 19017. They continued upward, reaching a
maximum of 25.81 cents in May, 1918, which was about 33.8 per
cent sbove par. But as soon as the military fortunes changed and
favored the Allies in the middle of 1918 the rates began to decline.
The noon rate for cable transfers was down to 19.92 cents on Novem-
ber 4, 1918. The accompanying chart (No. 73) shows the high and
low rates for Swiss francs from the first of 1914 to 1925. .

On account of the embargo on gold exportations from the United
States the high premium in New York on Swiss francs could not be
reduced through shipments of gold as in normal times.! There was
also an embargo upon the exportation of many kinds of commodities
from the United States. Another factor and perhaps the most im-
portant one responsible for the premium on Swiss francs had to do
with the *pegging” of exchange rates in New York on Allied coun-
tries. For example, the great supply of sterling bills which origi-
nated in Switzerland on account of supplies purchased there by the
Allies was sent to New York, since that was the best market in which
to dispose of them. St,erliniain New York was fixed artiﬁqmll{_at
about $4.76 to the pound. a result of the sending of sterling bills

lTthmmddmthweﬂmw1.wl1. Gold was shipped out after that
date but only in such amounts as the Govesnment saw fit.
282
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OHART 73
SWITZERLAND—EXCHANGE RATES, HIGH AND LOW, MONTHLY, 1914-1025
[New York on Zurlch; 19141918 eight drafts; 1918-1025, cable transfers}
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to New York in this way dollars became plentiful in Switzerland and
their price declined. If the dollar credits received for the sterlin,
bills could have been turned into gold and shipped to Switzerland,
Swiss exchange would have remained near par.

Commodity prices in the United States at that time were not rela-
tively as high as in Switzerland. If Swiss importers eould have
availed themselves of those prices in the United States—if they
could haye bought commodities freely in the United States and
shipped them without interference from the American embargo regu-
lations and the German submarines—Swiss exchange in that case
also would doubtless have remained near par. But in the absence
of the right to turn dollar funds into either gold or goods to be teken
to Switzerland, and in the absence of sufficient Swiss credits at the
disposal of the United States, Swiss francs went to a premium-—dol-
lars to a discount.

_The exchanges of the allied countries were “unpegged” in March,
1919. The United States Treasury discontinued further advances
to the fiscal agents of the allied Governments, and in the absence of
such advances the allied Governments discontinued the purchase in
New York of sterling, francs, and lire at artificially high rates. Also,
exports from the United States greatly increased during the same time.
Rates for Swiss francs, therefore, declined during these two years.

On June 5, 1919, the noon rate for cable transfers on Zurich went
below par in New York. By an order of June 30, the embargo on
gold exports from the United States was removed. Consequently, it
was no longer possible for Swiss francs to go to any npprecia{')le
premium in New York, regardless of the balance of payments. But
since there still was an embargo upon gold exports from Switzerland
(since July, 1915) dollars might go to a premium in Switzerland, or
Swiss francs to a discount in New York. As a matter of fact, the
rate of francs went below 18 cents in July, 1919 (par is 19.3). It is
probable that the removal of the embargo indirectly helped to hasten
this drop, because the export of gold from the United States follow-
ing the removal of the embargo was a factor in bringing down other
neutral exchanges which had previously been at a premium in New
York. By means of arbitrage transactions, dollar exchange was
made dearer, not only in those countries to which gold was shipped,
but in other countries as well, including Switzerland.

The underlying reason why exchange rates in New York for Swiss
francs were so greatly depreciated in 1919 and 1920, after the dollar
was relieved of carrying the burden of the pound, the French frane,
and other currencies, was that prices in Switzerland had risen to a
relatively greater extent than in the United States. The relationship
between the price levels in the two countries is expressed in purc
ing-power parities, computed from index numbers for the two coun-
tries. These parities, based upon the purchasing powers of the two
currency units each within its own country, give an agproximation to
what exchange rates might be expected to be. Thus, if prices in
Switzerland are depreciated 10 per cent as compared to prices
in the United States, as iudicates by index numbers, Swiss francs
should be about 90 per cent of parity or 17.36 cents. There are, of
course, many factors which influence exchange rates aside from the
purchasing powers of the respective currency units, so that pur-
chasing-power parities are not to be taken absolutely as a guide to
exchange rates. Borrowing gives support to a country’s exchange
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and,” conversely, foreign lending or the payment of former debts
tends to depreciate it. Furthermore, -the demand in the world
markets for a country’s- commodities might change independent}iys
of capital movements. An increase in demand for s country’s goo
tends to be reflected in higher exchange rates, and vice versa. In
other words, the country would trade with the rest of the world on
different terms than before; and the change in exchange rates would
be the mechanism by which the alteration in terms took place.

The rate foreign traders are WJllmﬁ to pay for exchange on a coun-
try depends to a large extent on how much the currency of that
‘country will buy. Therefore, the relative preater price inflation in
Switzerland was the principal factor in the depreciation of the franc.
The balance of merchandise trade may influence exchange rates
temporarily, but more fundamental than this is the purchasing power
of the currency.

The accompanying chart (No. 74) shows purchasing-power parities
between the Swiss franc and the dollar since the first of 1921, and
also, fbr comparative purposes, current exchange rates. It will be
noticéd that until the middle of 1922 exchange rates were not de-
preciated as much as might seem to be warranted by purchasing-
power parities. Relative prices in Switzerland at the first of 1921
were 80 much higher than those in the United States, that the pur-
chasing-power parity at this time was down for & while to a lttle
over 13 cents.

Since the middle of 1922 purchasing-power parities and exchange
rates have been relatively close together, as can be seen in the chart.
This sgreement indicates more normal and healthy conditions.” At
the first of 1925 both exchange rates and purchasing-power parities
were close to par. -

Exchange rates for Swiss francs depend not only upon conditions
in Switzerland but also upon conditions in the United States.
1920 there were two drops in foreign currencies in general in the
United States, one in February and another in December. ~The
Swiss franc was involved in both of these.. American merchants
and bankers were holding large amounts of foreign bills, especially
sterh;lﬁ.z In February, 1920, and again in December they endeavored
to realize substantially upon their holdings. The result was a fall
in exchange rates on London and consequentl{_)upon other centers
dependent u%on London. The liquidation of December, 1920, was
exaggerated by the general business crisis in the United States.
Not only commodities and securities but foreign bills were in the
process of liqix)ids.tion at this time.

It is probable that Swiss exchange would have gone even lower in
1920 had it not been for loans placed in New York. The following
data give the amounts (in dollars) of Federal and local government
loans floated in New York during recent years:

Date Borrower ’ Amount Normlnnl“ ranl
: ) er cent
August, 1919, Bwias C: 430, 000, 000 5%
July, 40720.... do. 28, 000, 000 8
October, 1020 City of Zurtch..... 6, 000, 000 8
, 1920, City of Berno. 8, 000, 000 3
August. 1028, Bwiss Gt 20, 000, 000 8
April, 1924 2. 0, 000, 000 4

51142— 2518 9, voL 1——20
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In 1921 Swiss francs began to improve rapidly. The price index
fell from 238 at the beginning of the year to 176 at the end of the
ear. This was only the continuation of the fall in prices that had
egun in 1920. The effect of this fall on exchange rates was tempered
by the fall of prices elsewhere, However, the price drop in Switzer-
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land was enough greater than in the United States to raise the pur-
clmsi.n% power parity from 13.62 in January, 1923, to 1551 in
December, or from 13.17 in February to 15.05 in May.

In 1921 various factors contributed to improve exchange rates.
As a result, partly of the relative fall of Swiss prices, the excess of
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merchandise imports fell from 927,000,000 frarcs in 1920 to 484,-
000,000 in 1921.2  Also, gold loans previously ted by Switzer-
land to belligerent countries to the amount of 600,000,000 francs
fell due and were repaid. There was an “inflow of funds” from
countries with greatly fluctuating currencies. That is to say, there
were purchases of bills on Switzerland to be exchanged for Swiss
bank deposits. As a result of these influences, and of speculative
support as well, the franc reached par again in New York in
December, 1921.

In February, 1922, Swiss exchange was hiiher than that of any
other country in the London market. It reached 19.6 cents in New
York, s little above par. For a short time in 1922 the Swiss National
Bank redeemed its notes in specie; about 200,000,000 francs in gold
were put into circulation. But other influences were at work tend-
i.n% to depress the Swiss frane, and the bank, instead of using its
gold reserve to protect exchange, together with a tightening of the
money market, suspended specie payments. It had already lowered
its disdount rate from 4 to 334 per cent in March, and on August 17,
1922, it lowered the rate further to 3 per cent. In May, 1922, the
Swiss franc went below par again in New York, and continued to
sn% except for slight recoveries, for the next 18 months, :

ne influence tending to depress the Swiss franc in the latter part
of 1922 and in 1923 was the rise of prices in Switzerland which began in
the middle of 1922 and lasted for nearly a year. Another depressing
influence was the outflow of capital. Several foreign loans were
placed in Switzerland. One for the Paris-Orleans Railway amounted
to 50,000,000 francs. Also, there was a “repatriation” to Switzer-
land of dollar securities issued by Switzerland and previouslg sold’
in the United States. These dollar loans to Switzerland bad been a
valuable support to Swiss exchange at the time they were made, but
their repurchase by Swiss investors now had a depressing effect on
exc] rates. :

In the autumn of 1922 a bill was introduced by the Socialists
providing for a levy on capital. The bill was voted on by the elec~
torate December 3, 1922, and although it failed to pass the possibility
of its passage accelerated the “flight of capital.” However, the
flight of capital continued in 1923. There was a withdrawal of bank
deposits by Germans as the Swiss franc continued to sag. The
Germens offered bills on Swiss banks for bills on London and New
York, where the currency was more stable (sterling was rising

ightly).
sl]%'he Swiss Government in August, 1923, placed & loan in New York
for $20,000,000 in an effort to support the Swiss franc. The effec-
tiveness of the loan was reduced, since Swiss investors immediately
began to repurchase the bonds just sold. In fact, they preferred
Swiss dollar obligations $o Swiss franc obligations.

On July 14, 1923, the Swiss National Bank raised its discount rate
from 3 to 4 per cent and its collateral loan rate from 4 to 5 per cent.
Exchange rates immediately responded. On July 14 the franc in
New York was worth 17.39 cents; by July 25 it had risen to 17.89.
In August and early September it was above 18, but began to decline
again after that. ‘

? Excinding ballion snd specie.
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During the first half of 1924 the Swiss franc was fluctuating around
17.5 cents. In July and August a marked rise took place, the franc
rising from 17.76 cents in July to 19.01 in August. The franc went
a little above par in Novemger, 1924, and since that timé has re-
mained practically at par. Since Switzerland is preparing to return
to the gold standard, very great depreciation appears to be ended.



V. RETUEN TO GOLD

The Swiss franc has been (Fra.cticnllgr at par since October, 1924.
As late as April, 1924, it was down to about 90 per cent of par, but by
August had recovered to.over 97 per cent of par. The franc has now
become stabilized at its pre-war level, and underlying conditions
are such as to facilitate the maintenance of this level. The price
level in Switzerland has shown practically as much stability as the
price level in the United States for recent years, and since the end
of 1924 the two have been in relatively close agreement.

One of the most important factors in the recovery of the Swiss
frane in 1924, rising from about 17.25 cents in January to 19.48 cents
in December, was the fall of prices in Switzerland, coupled with a
slight rise of prices in the United States. Stated in another way, the
purchasing power parity of the franc rose from 17.19. cents in Janu-
ary, 1924, to 18.73 cents in December, 1924, and in April, 1925, was
19.06'ents. Contributing to the rise in the franc was the loan of
$30,000,000 floated in the United States in April, 1924.

In the spring of 1924, when the franc was considerably depreciated,
much opinion 1n Switzerland feared that the fall in prices necessary
to restore the franc to par would involve business depression, un-
emplo‘yment, and a lower level of physical production. The discount
rate of the national bank wes retained at 4 per cent during the entire
year, where it had been since July, 1923, when it was raised from 3

er cent. The rise in the franc during 1924 took place without much
eflation or business depression. .

The nations] bank at the end of March, 1925, held a gold reserve
of 481,000,000 francs, which is about 58 per cent of the note circu-
lation on that date of 836,000,000 francs. The silver reserve on the
same date amounted to about 90,000,000 francs. The bank also
has held for some time large smounts of foreign credits payable on
demand and which are as useful as gold in meintaining exchange
rates. These credits were reduced to less than 5,000,000 francs in
May, 1924, when the franc was low on the exchange market. At
the end of the year, however, they had risen to about 47,000,000
francs. At the end of March, 1925, foreign credits amounted to
about 16,000,000 francs. The total cover at the end of March
(gold, silver, and foreign eredits) amounted to about 587,000,000
francs, or sbout 60 per cent of the outstanding circulation. This
compares with total reserves at the end of June, 1914, of 193,000,000
(of which 176,000,000 was gold) against & circulation of 260,000,000,
or, in other words, a reserve of about 74 per cent. :

From the above it can be seen that Switzerland is in a position to
return to the gold standard and that the country would have little
difficulty in maintaining the gold standard once this standard was
restored. Switzerland is planning to return soon to the %}?ld standard.
The return of Great Britain, Holland, Sweden, and other countries
to the gold basis, as well as the stabilization with reference to gold
by most countries of Europe, makes an early return to the gold stand-
ard in Switzerland very desirable, and also makes easier this return.
The restoration of the gold gtandard in Switzerland will increase
confidence and have a stimulating effect upon the trade and pros-
perity of the country. 289
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During the period when most other European countries were experi-
encing very great depreciation and wide fluctuations in their cur-
rencies, the Swiss franc, which was more stable and of more certain
value, was used extensively throughout Europe, so that its position
a3 one of the important world currencies has been streniglened.
This has increased the importance of Switzerland as a financial
center. With the return of other countries to gold, competition is
becoming keener, and if the Swiss franc is not to lose what it has
gained, 1t must promptly be made a gold unit; a free gold market
should be established 1n Switzerland. :

The condition of the Government finances in Switzerland has not
been very serious, and in the last year or two the budget deficits
have been greatly reduced. The deficit in 1923 amounted to about
45,000,000,000 francs (about $9,000,000). The Government is not
indebted to the bank, and Government ﬁnnncing in Switzerland during
the last year or two has not led to much inflation. In fact, for some
time inflation has not been taking place in Switzerland.

The indebtedness of the Government has been increasing gradually
and at the end of 1923 amounted to 4,694,180,000 franes, more than
half of which was the debt of the Federal railways. This total
indebtedness at the end of 1923 compares with a figure of 1,674,843,000
at the end of 1913, of which 1,564,000,000 was railway debt. The
following tables show the receipts and expenditures of Switzerland
since 1911 and the condition of the debt at various dates since 1850:

Switzerland—National debt, 1850-1923
(Source: Statistisches Jahrburh der Schwelz, Thousands of francs)

) dod Floath Federal rallways Total
Year Funded debt © | Funded | Floatlng | lDdebted
debt debt debt debt o
1 3,853 790 4,643
I 4, 250 ! £ 250
1£ 13, 760 4,700 20, 450
34,754 34,754
54,150 5,150
64,437 4 e o 04, 437
82, 248 1, 018, 833 109, 213 1,210,294
oL a3 818 | 120,00 Lms b4
g L, 457, @7
84, 474, 385 ohom | 162 104
NLIW || , 494, 425 69,648 1,674,843
180,310 56, 000 l, 350, 750 3,429 1, 636, 468
68,510 | 105,500 | 1,561,827 5,375 | 2080212
542,019 222, 500 , 568, 811 5] 2,39, 281
195 74,18 | 3i9.400] U587 | 10w706 | X714, 108
191 1,049, 232 428, 660 , 637,419 175, 698 3,201,000
11 L3005 | 3506 | Urzes| 2162:e( 3752708
1 L7 | L6338 | Loniez] aszorz]| €04l su
, 880, ,
2, 042,905 217, 568 2, 263, 549 150, 158 4, 804, 180

} Less money in sinking fund,
Switzerland—Receipts and expenditures, 1911-1924
[Source: Statistisches Jabrbuch der Schweis)

Recelpts |Expenditures]  Deficit Deficit
Prancs France
283, 500, 767 61, 894, 687
382, 534, 950 95, 655, 687
443, 093, 082 99, 538, 730
508, 431, 220 1Z7, 574, 870
506, 271, 646 , 407, 668
298, 913, 873 45, 408, 754
205, 179, 000 33, 204, 000




PART II
STATISTICAL TABLES

AUSTRIA
Tasre 1.—Austro-Hungarian Bank, 1980-1922

{Source: Weekly Reports of the Oesterreichisch-U:

Bapk. Seschart2. Endofmonth;
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TasLe 2.—Ausirian National Bank, 1983-1925
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TaBLe 3.—Austria—Total nole circulation, 191/~1925

[1914-1918, monthly averages; 1910-1924, end of month. ‘The Austrian National Bank came {nto existence

and took over lhe Austrian section of tho former Aunro-Hunwhm Bank which was placed

in liquidatlon Jan. 1, 1920. In 1910 notes of the Aust 1n all of the

succession Btates, althor nﬁh they were gradually exchanged for nallonal cnnenvy in these States or
stamped with the national stamp. See charts 1 and 3}

[Source: “The Austrian Crown,” J. van Walré de Bordes, and weekly bank statements. 000 omitted]

“Total circa- Total circu-
lation of | Note circula- lation of | Note eircula~
Austro- tion within Austra~ tlon withig
Hungarlan Austria Hupgarian Austria
Kronen Kronen Kronen Kronen
1014—July. 2, 405, 351 1920—January. 13, 266, 87%
ugust , 603, 443 Februar 14,292, 804

EEEBEEEEEEEE.

569, July.
arch. 37,965,314 4,687,056 August
pril 9,438,775 5, 577,851
ay. , 948, 5, 960, 003 October
fane. 41,761,391 7,397,692
uly. as3, 8,301, 405
ugust 43, 452, 737 9,241,135 || 1925—January.
45,780, 9, 781, 112 February.
October...... .| 49, 408, 131 10,819,810 arch.
81,344, 147 | 11,198,670 April
54,481,265 | 12,134,474
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Tapre 4—Ausiria—Retail prices, 1921-1924 (on paper bazis and on gold basis)

[Index

nverages, January, 1921100,

of
Thindaxmxmbu-shavebnmmnvenedwl(oldhndshynpplyin wt.haml.hemnugel hich the
cotresponding average monthly exchange rates for dollars are of f

g |

Month

Con-
On paper
currency | Yetted

TABLE 5.~ Austris—Wholesale prices, 19£3-1985

priceson the 5th 8eo chart 6]
[Ysnuary-April, 1914~=100}

Month Index Month . Index
1, 696, 600 1, 48, 500
1,721, 500 1, 948, 500
1,852, 100 1,828, 200
1,875,800 1, 918, 300
1,894, 500 32,013, 600
1,833, 900 1,837,300
1, 789, 300 2, 008, 600
1,657,400 2,078, 600
1,717, 400 2,075, 400
1,759, 700 2, 118, 100
1,779, 800 2,108, 100
1,818, 100 2,064, 800
04— 1,874,800 2, 005, 800
e 1,915,800 1,985, 400

arch 1,812, 000

TaBLe 8.—Austria—Ezchange rates, Viennag on New York, 1814-1984
. s h; -
{Eronen per dollar. Manthly ““Ezmn.’:.’ﬁ“ﬁ'dm'ﬁ‘“ of last week of month; 1021-1924

[Source: “The Austrian Orown,” J. van Walré de Bordes, and current publications]

1014 1916 o017 1018
January. 5.85 £ 913 0.44 817
6.07 7.62 9.74 816
arch, 654 816 9.63 808
pril 6.56 7.9 10.38 800
Mey 8.57 7.75 10.87 8.25
une 6.02 7.68 1024 9.17
July. i 8.68 805 1130 9. 87
ugust 5 6.67 818 1L19 10.51
Beptember. oo oo 5 6.71 854 1L42 1201
ber & 8.0 8.59 11.50 i
I3 7.04 Q.47 1.18 us
B .5 981 9.46 1616
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TaBLE 6.—Austria—Exzchange rates, Vienna on New York, 1914—1924—Contd.

1919 1920 1921 1922 193 b
17.00 271.43 85400} 7,375.00 500.00 | 70,760, 00
2.72 250, 00 722.50 [ ©6,350.00| 71,150.00 [ 70, 760.00
25.85 208. 68 876,00 |  7,487.50 ,000.00 | 70, 760. 00
26.03 200. 00 881.00 | 7,837.50 850.00 [ 70, 760.00
4,75 155.83 604,00 | 11,100.00 ( 70,800.00 | 70, 760. 00
29.63 145. 00 720.00 | 18,000.00 | 70,800.00 70, 760. 00
3. 2% 185, 00 957,00 | 42,350.00 { 70,760.00 | 70,760. 00
42,50 237.14 | 1,081.50 | 77,300.00 | 70,780.00 | 70,760.00
68. 50 255.00 2,520.00 | 74,210.00 | 70, 760. 00 70, 760. 00
9. 50 358.33 1 4,385.00] 73,550.00 | 70,760.00! 70, 760.00

130. 00 493. 66 8,620.00 [ 71,400.00 } 70,760.00 70, 760. 00

—— 155. 00 650.40 | 5,275.00 | 70,025.00 | 70,760.00 | 70,760.00

TaABLE 7.—Austria—Ezchange rates, New York on Vienna, 1014-1984

(January, 1914-February, 1017, sight drafts; March, 1917-July, 1919, represent a combination of eable

¢ rates, New York on Afum.ardmgxh and ?u: notations in Amsterdsm of Austrian ; August-

December, 1019, cable transfers; 1920, sight ts; January-June, 1921, cable treasfers; July, 1921, to

date, noon bu; rates for cable transfers. Average rates, January, i914, to October, 1018, are mid-

points between the monthly high and low rates; from November, 1918, to date, the averages are
monthly averages of daily rates.)

(Source: Federal Reserve Board, Financia! Review, and Annual Reports of the Nederlandsche Bank-

Par: 20.26 cents per krone]

Centa per krone Cents per krone
Month Month

High Low Average High l Low Aversge

. 26 2.18 2021 4.2 1140 12
0, 28 2.4 0. 26 13.42 1.77 12 60
. 28 20. %4 2.26 13.02 .47 12.25
0. 20 .25 207 12.78 2.28 12.58
32 2027 2.2 1282 11. 41 1212

. 32 20.23 20.28 1231 92.87 1L
). 38 0. 15 .37 10.6 9.57 10.10
.38 20.31 20.35 .9 .01 0.4
.o 888 8.00 847
9. 7. 85 18 87 1161 7.83 9.72
7. 7. 45 17.67 8.06 8.37 n
8 7. 30 17.65 0.5 (] 034
7. 7. 35 17.43 6.5 5.9 an
7. 5. 95 18.65 588 463 828
5. 15. 50 15.8 504 367 4.3
15 15.40 15.48 425 3.48 286
5. 1545 16.58 i 378 .2
5. 15.55 1537 430 3.13 372
5. 15,10 18,14 342 237 2.9
5. 497 15 an 200 2%
5. 4. 97 15.28 215 L456 180
5. 4 65 1510 L7 .88 L2
4. 3. 90 14.30 102 .70 .88
4. 2 95 13,53 .76 . 65
13, 12. 25 128 .64 .30 -4
3 12, 50 13.88 .45 .30 .38
1 12.35 1278 .80 .37 .48
1 1235 13.08 .50 .50 .55
13.48 12.10 13.28 .9 48 .70
13. 28 1265 2595 .88 .68 .77
12,06 12.30 1268 .73 .5 .66
1245 12 1233 .57 M .5t
1218 1195 1208 .50 .42 .48
1200 1L87 1.9 .44 .31 .38
1180 iL70 11. 80 .35 B .33
13.25 10.98 12.12 .32 . 7
1L.80 10.65 1.2 .8 .19 .28
.15 10.60 - 10.88 -B .3 .25
10.25 292 10.00 .31 20 .2
2.9 [ %3 .67 .32 .25 5.
.74 9.60 867 .30 .21 -2
2.08 840 am .25 .15 %
9.20 &7 8.96 A7 .12 .15
9.13 890 9.02 14 11 -3
9.00 874 8.87 .13 .08 .10
014 830 AT2 .0 .05 .08
2.98 8 85 9. 39 .08 .@ .08
12.08 a0 n2 .08 .03 .04
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TasLe 7.—Austria—Ezchange rates, New York on Vienna, 1914—1924—Contd.

Cents por krone Cents per kyone
Manth Month
High Low | Aversge High Low | Average
0024 . 001
0014 - 001
0014 001
- 0014 001
. 0014 00k
0014 . 001
.0014 . 00}
- 00 001
0014 - 001
0014 001
0014 - 001
0014 - 00K
0014 0014
. 0014 0014
00t4 .00
-0014 -0014
. 0014 +001
.0014 001
0014 0014
. 0014 0014
+0034 - 0034

Tapre 8.—Austria—Purchasing pmur parities, 1923-1924

(According to index numbers of Statistische Nachrichten lor Austria, January-April, mu-m, lnd Fed-
eral Resorve Board index numbers for United States, average for 1913=100. Bee Chart 5)

United m“’":ﬂ”" Aversge | Porcent
Month States | Austrian 0. g_ﬁ“x par\| exchange mw'mm .
indsx of Austrian index )"m (oentsoies are of
prices (cents per krone) ~ | P& ) | exchange
108 158 , 058, 800 0.001 0.0014 14157
166. 301 L, 721, 500 .00 - 00144 130.88
100. 374 , 852, 100 - 00] . 132.38
170 L, 875, 800 . 00] 13L21
167. L, 894, 500 .00t 001 127,
164.065 , 833, 900 .001,813 . 0014 120,
150, 488 L, 789, 300 . . 001, 808 . 001 120.
159. 059 L, 657, 400 . 001, 944 . 001 38,
163.387 L 779, 400 001, 860 001 - 132,
163, 142 L, 759, 700 . 001, 878 001 134 14
163 L, 779, 500 . 001, BS1 . 001 132 02
163, , 818, 100 .00, 817 .+ 001 129, 79
162, L, 874, 800 . 001, 750 . 001 125
162. 519 L. 915, 800 . 004, 719 001 22
159, 522 , 912, 000 . 001, 690 . 001 120
157. 676 L, 946, 500 . 001, 841 . 001 17.
156. 148 , 946, 500 . 001, + 0014
154 394 , 828, 200 .001, 711 . 001¢
156.383 , 913, 300 . 001, 656 . 001: 18.
157. 938 2, 013, 600 . 001, 589 - 001 13
156,278 37, 300 . 001, 634 .00 18. 71
158.673 008, 600 001, 601 . 001 14. 30
160. 074 076, 600 . 001, 568 + 0014 12 00
164.615 075, 400 ~001, 607 Q01 14. 78
. 782 118, 100 . « 001 14. 64
167. 086 108, 100 001, 608 - 001 14. 71
109. 308 054, 800 -00L, 670 - 001 19, 29
164. 000 005, BoD . 001, 856 . 001 18. 20
163. 000 , 585, 400 ~00, 663 + 004 18.79
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TapLe 9.—Austria—Gold value of total note circulation, 1921~1924
(On basls of exchange rates and on basis of purchasing power paritics, See Charts §and 4)

1d value
Average Gold value a?clr 1
exchange of clreula- | Parchasing of cireu'a.
Month cogalation, | rates (New [ tion on basts| * power | "G00 PELlS
ont orkon | of exchange | parl
Goillions of | yjgnya) rates conts per ‘“ﬂm"
{(cents pe) (thousands krone) (thousands
krone) of dollars) of dollars)
34,520 0. 256 88,041
38,353 ~2A5 93,985
41, 067 .250 102, 068
48,037 . 565 264,
45, 683 . 508 21, 562
48, 685 . 200 99,370
54,107 - 285 78,670
58,534 .125 ), 831
70,172 092 85,680
90, . 057 50,
120, 613 .39 43,421
174,115 .039 g
227, - 0328 3
259, 931 . 0281 3 U O
L0150 45,610
3 L0134 458
307,820 L0012 44, 567
549,016 . 0087 844
788, 0038 29,877
, 353, 4 23,008
) 277,678 31,887
970,017 41,593
, 417,786 47,840
, 080, 177 57,122
110, 651 '\ 0.001, 882 81,471
L, 207,002 |\ . 58, 912 . 001, 958 82,392
, 459, 117 62, 001,858 82,627
, 577, 64,083 001,837 87
, 837, 67,719 1, 787 86,438
, 432, 619 76,057 001,812 98, 439
634, 1 79,678 1, 806 655
804, 001, 044 114, 595
225,100 87,152 001, 860 115,787
607, 92, 510 001,878 124,005
877,616 92, 001, 881 122, 400
, 125, 755 99,761 001, 817 120,475
375,109 89, 252 1, 7 112, 138
) 304, 441 103, 102 001, 719 126, 496
. 114, 901 99, 001, 690 120, 242
L 315,471 102, 417 001, 641 120, 047
, 654, 620 105,765 001, 626 122,763
, 774,858 108, 849 . 001, 711 133, (30
, 905, 647 111,939 001, 656 132,408
4, 002, 142 112, 030 - 001, 589 127,154
, 968, 500 111,979 . 001, 634 ), 695
3, 213, 003 114,982 . 003, 601 131,490
%;, [138 113,008 . 001, 568 569
, 887, 767 117,420 001, 607 134,791
, 902, 217 110,631 . 001, 605 128,831
" 507, 752 Hke | nme|  Huas
. 897, 3 .
976,420 111,670
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TasLe 10.—Austrio—Imports and exporis of merchandise by couniries, 1922

{excluding gold and silver)
(Source: Statistik des Handals & )
[In thousands of gold crowns]
1922 . 1923
Imports | Exports | Imports | Exparis

414,438 | 113,113 104,857

202, 402 161,865 131,259

‘ungar 195,728 142,000 941 84,077

taly 88,870 113,015 131,846 100, 156

82,102 | 101, 514 118, 694 83, 605

Onited States. 144, 450 16,262 | 1 17, 563

89,654 52,423 | 113,108 70, 644

7 72,056 138, 449 5, 137, 001

reat Britain 41,382 38, 671 43,381 43,727
24,388 70,848 41,860 78,833 .

ulgarts 22,067 12, 367 26,474 13,927

3ritish Indies. 21, 439 3,927 22,017 6, 081

Prance. 21,496 12,880 2,713 22,028

27,917 M,382 26, 483 18,40

i 28,857
n 10,468
ot l& b4 12,780

Dutch Indies 10,327 |- ..

wed SO RS 12,308 |--eonoare 12,001

AT) othe 54,850 57, 584 7,762 7,577

Total 5,766,188 | 1,108,712 | 1,849,037 1,030, 551

Tasre 11.—Austria—Imports and exporis of merchandise, 1920-1928 (by prin-

cipal commodities)
(Bource: b @ber den Handel)
{Quantity in metric tons; valus In thousands of gold crowns)
1920 I wa wn . 92
Commodities Q Q
juan- uAn- Quﬂn—

tity anllol tity Valus tity Value ity Value
T ion, yarn and goods. ) m,unm,m’ 43, 420/158, 43, 404]252, 43, 1901269, 627
Coal . A m.mm.'ns‘u.uz{m 5, 812, 267200, 528{5, 024, 943(182, 083
8, 040105,303 16,85 ua 15, 393[177, 16, 532|172, 003
- 821, 684{133, 74|~ 502, 413, 275106, 467, 496{117, 641
187, 141! 10,807 1133, 151, 41 1471 108,015 114, 804[110, 602
mm!m.g 128, n%’, 3"2.1 za&sssm?'m
767| €0, 1, 1,132 63,5160 1, 444] 85,211
281,015 53,452 206, 151954 189, 471} 35, 241,381} 50, 500
63,638 32,8021 95,38| 50,101| 126,371 60, 01| 102} 60f 47,702
54, 174114, 781 54,050 68, 161 &8, 73,422 81,928
10,522 112, 16, 744! 79,324]  24,0041134,974) 21, 380/128, 790
191, 8521122, 1ie| 199, 840{100, 236, 497108,817) 351, 8301123, 462
95, 700| 565, 116,205} 65,578 168, 994( 78,781 214,858 91,230
11,083 52, 11,228 8, 42,308 70,0131 1,454 61,821
3, 461] 28, 3,961] 36, 6,233 €1,288 6,730 68, MO
41,164 50,0571 84,802 60, 44,720 58,425 28, 074] 33, 674
28,130 49,761| 40,660 50, 41,745 4,438 238,114 81,870
T g0l 7, 11, 784} 42, 11, 861| 51, 370 0,29
831,660 30,4781 226, 166 34, 40,380 57,742 647,077 53,363

| 13y sy 9m0 A1 1,02 8407 €,

l

mm. 1,000,213 pieces.
' I.n lddmon 1,047,641 ploces.
addition, 1,530,632 Dieces.



BELGIUM
TaBLE 12.—Bank of Belgium, 1918-1924
[Source: Weekly statements of the Banque Natlonalo de la Belglque. See chart 7. End of month;
thousands of {rancs)

Notes n | Current ac-

Gold Sflver | Discounts counts and
clreulation | * ggpogity
LT 07 30,986 | 350,520 | 4,605,815 808, 439
ugnst 506, 038 34,338 | 285 4, 690, 763 410, 503
266,052 20,067 | 272,160 | 4687, 684 397, 101
266, 338 2,716 324, 4, 680, 065 a4, 57t
268, 410 26, 21 341,225 | 4, 670, 895 487,919
266, 400 %, 392 4,763, 81 433, 618
266, 418 27528 | 407, 4,902, 641 304,713
266, 424 2076 | 457,086 | 498001 2042185
266, 425 27,837 , 175 | 4,047,005 153,767
266, 430 27541 | 743, 8¢ 123,174 180, 218
266, 463 701 | 731,74 068, 078 271, 560
264, 487 420 166, 370 642
266,488 26,711 | 500,171 | 5,387,498 ] 1,779,394
266, 497 1 , 44 y33z | 1,620,407
266, 499 734 | 5 736,068
266, 504 27,070 | 619,586 | 579288 | 1,378 512
266, 512 21, 630,712 | 5,845,802 | 1,357,410
266, 510 27,00 766,687 | 6,119,289 | 1173774
208, 534 2106 795400 | 6224107} 1104783
264, 537 20,048 | 813,81 908,007 [ 1,441,043
266, 585 35321 | 735, 408 104,623 | 1,186,
266, 567 ar,182| 604,57 106,858 | 1,135, 817
266, 578 aT52 | o9, 9 1,082 | Lnsew
266, 560 841,66, 11 1,004, 588
266, 571 30,002 | 581,800 138, 100
266, 581 20,685 | 611 21 1 1,084, 137
268, 582 a,730 | 467,973 | 621227 27
266, 582 40, 424,228 | 6,110,722 901, 981
266, 583 40,013 | 418001 | 6,127,136
266, 584 w0490 | 425 280, 576 675,018
266, 584 , 411,830 | 6,301,911 198
266, 834 40,418 | 444,848 | 6,250 132 808,
268, 584 497,483 | 6,312,043 4, 505
260, 589 10,016 | 463,740 @2 731,472
266, 500 4128 | 4mee0 | e10m065 | 1,158 000
286, 507 3 494,258 22 818,
266, 507 4078 | 496353 | 6327, 881 20
266, 508 497,620 ! 862 517,633
266, 500 47,378 | 508,538 | 6 517,760 845, 558
266, 606 51,407 | 557,484 708, 835
28, 016 52,852 | 618,404 | 6,708,738 517,980
208,916 54,887 546 | 6,700,848 98,381
268, 917 87,800 | g 708 a, 162
268,917 62307 783 | 6 870,018 206,011
268, 018 9,30 | 708191 U 316,167
268, 920 0,801 60137 , 523 304, 491
268, 920 62219| 725m8] 6816159 20,
268, 920 62,261 w1 | 6718 &8 520,301
29, 728 62,425 ,386 | 6888, 836 U0 179
200, 725 60,374 | 1,015,500 | 7,1%, 628
299, 730 50,774 | 1071708 | 7,150,208 382, 336
269, 730 63,720 | 1,024,506 | 7,281, 186 354,316
260,730 o672 | Loosnew| 7,777 857 364,
270, 438 0| 121034 | 7,841 42832
270,487 78,58 | 13830z | 759, 57,813
270, 487 75,004 | 1,372, 651, 367,39
270,488 70,253 | 1,388,962 | 7,681,704 414,820
. 770,488 92| L3w 18| 702
270,488 s 0m | 1,291 | 7610850 317,088
270,488 67,08 | 1,3328] 7,524,223
270, 488 65,830 | 1,338,064 | 7,764,487 252,713
270, 480 66,0 | 1,308,407 | 7, 640,91 313,048
270, 480 06w | L3z 04| 7520 81,738
270,420 e o0 | Lass1s2| 76 580 301, 433
270, 40 o 112| La s | 76003 303, 081
272, 43 00,263 | 1478650 | 7, 500218 436,
272, 255 74,207 | L4529 | 7,047,007 405, 963
272, 282 747 | 1320757 | 7,508 878 250,764
272,283 se2| 1,217,676 | 7,457,580 315,754
272,283 75,281 | 1,374,080 | 7,088,428 451
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TaBLE 13.—Belgium—Wholesale prices, 1921-1984

(Index numbers of the Ministry of Labor; 128 commodities; last half of Apri), mu-mo. ‘The index
mmhnmmvmwnmldb&bywﬂmmmm .

ing aversge manthly eschange rates for dollars are of par. See Chart 8.) -
[On paper basis and on gold basis]
Con- Con-
On paper] On ptpar‘
Month currency m Month currency m
basis ‘basls basis basis
021—A st u7 Lo 11— 04 128
368 137 August 125
October. ... oo 72 514 131
3 135 October. 515 138
369 144 531 130
- 38 us 546 129
356 154 580 124
350 153 642 128
344 182 625 125
M8 -151 655 150
356 152 567 140
360 46 565 | 124
360 141 566 14
364 136 547 142
385 137 550 "
408 185 555 138
407 140 bes 142
434 137 566 8
474 133 559 147
482 137 551 145
480 143 5468 14
474 41 538 141
537 140

TasLe 14.—Belgium—Ezchange rates, 1919-19%84

(New York on Brussels, Jannary-July, 1019, sight dralts; A Dwsmbar, 1919, whhmnsms Janu-
o7, 190-June, 1031, ight drsits; July, 1621, tg date, noon o Dhsing setes for cable tranatens,  Averags
mu-remunu.\ly-vemmddaﬂ 8ee Chart 10.).
[Source: !‘adaralRmrveBoard‘ Par; 10.29 cents per franc]
Cents per franc Conta per frane
Month Month
High | Low | Average : High | Low | Average
17.86 1 17-5¢ 117.70 40 53
12.76 | 17.6 L17.64 .46 z .36
17.64 | 15.92 118.78 .44 . 84 3, 23
16.05 | 15. 58.! 15.87 02 23 . 81
16.77 | 14.8] 15.49 .78 13 3
15.60 | 14 1518 . 15 .10 |.
M.80f 13 1.0 . 44 30
13254 1. 11247 6 o4
12.85{ 1L1 1247 3, 95 2
1198 1. 1L75 ). 81 12
1202| 10.63 1116 3. 66 1
“10. 64 8. 08 . 64 5. 94 21
.87 | 7.1 . 51 . 89 50
g3 8. . 23 81 5.62
. 88 . 24 . 48 (23 1
.38 6. 30 . 68 3 .77
.17 | 8.3 .18 8 36
. 74 . 08 30 “ 4.54 L
® . 97 o 2 .01 |-
8. 08 3 . 87 0 . 45 k
.41 | 6.8 .18 | 448 58
L 09 72 20 43 L 02 18
8.70 | 6.07 8. 37 417 343 4
8. 43 3 8. 25 33 8. 16 87
71| 6 877 . 72 ke 3
.70 3 ., 50 39 43 38
.82f 7. .35 80 38 L 58
.73 3 .4 L 64 “ L 58
ki .82 8, 37 25 o . 02
39 . 8. 13 [ 70 )
34 . 33 .64 L. 85 L 78 30
. 04 .33 . 53 . 89 80 33
. 64 3. .17 5. 03 91 Y7
25| 6 .13 2| 407 3
TR ), 04 5. 18 00
881 6 . B4 . 15 o1
3. 00 : . 81 b. 08 . Of
8. 78 . 2 ay. 5. 08 L] .
8. 71 3. 10 . 43 fATT YE—— Y L 48 .70

1 Midpolnts between high and low monthly rates.
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TaBLE 15.—~Belgium—Purchasing power parities, 1921~1984

{According to index numbers of the miniatry of labor for Belglum and Federal Resarve Board index num-
bers for the United States. Bee Ohart 11)

'urches! ;gg:’g& Por cont
. P ng power

Untod | moigian | parities Tats * | purchusing
Month Index | indexof (U s Indexx ) 16 New | parities sre
of prices | Prices Belglan Index York | of exchange

(cents per franc) (c?uu rates

ranc,

1021—August 147 7 . 18 .53 108, 63
147 368 7! 17 107.83
October_..__.22222222222C] 148 312 A 113 106.31
- 1 5 : 4 R
142 366 , 4 . 81 95.90
I N1z &%
149 344 3. 3, 52 08. 12
moo 2 iml ma
165 360 . 8 .81 13.32
1ot b - &l =%
165 385 . 77 88 20, 85
M 2 AN

. . 17.
168 N .08 21,28
168 474 40 25. 10
169 482 . 7 4 2. 54
170 420 5. 84 .76 1878
167 474 .80 72 1888
164 484 . 54 .40 21,11
150 04 .00 4 38 124, 80
130 529 80 L 55 127. 41
163 514 . 12 (.90 12490
183 515 B. 11 5. 09 20. 04
163 831 5. 03 74 25, 11
163 545 5. 77 .58 25. 08
163 580 3 18 29,67
163 842 L 90 “ 27. 00
160 625 L 04 87 27. 65
158 855 5. 49 . 23 0497
156 857 5. 41 .88 1132
164 565 % 56 16,38
156 566 32 L 566 16.67
158 847 . 57 02 1098
158 550 . 47 o 10.73
15 855 53 . 80 15.21
180 569 2 23 1243
165 568 62 o7 13.08
168 5% . 80 08 14. 62
167 851 85 ® 15. 16
169 548 o o 17.75
164 518 . 88 ] 16, 44
163 837 .38 @ n
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TasLe 16.—Belgium—Gold value of total nole circulation, 19191924

1On basls of rates and cn basis of ‘powrer parities. See Chart 13]
gegate Grd e
to] A olu circula- ‘tion on
Total nof . VErage lon on 1
Month circulation | exchange basis of {power w Dasis of
onf (thousands rates (cents| exchange | 'ties (cents | ZCe "Lof.
of francs) | per franc) rates per franc) {0 (thou-
(t}:gnunmnd).s sands of
of dollars;
dollars)
1019FOY oo , 085, 315 18,99 852,678
August (o763 | 1247| 584,038
1, 887, 684 12,47 583, 554
ctober. , 880, 065 1L 76 549, 908
, 670, 895 13,16 520, 805
703,802 34 459, 231
641 , 51 417,216
.3 350,344
847,006 .48 370,043
123, 174 g 342,740
i et
287,493 465,479
630,332 424,176
738, 056 410,702
702, 826 396, 708
845,802 372,378
, 110, 230 B, 282, 452
24,107 ) 421,372
frof e
105, 858 . 44 454, 276
141,082 37 514,000
110,162 490,
138, 108 468,852 | oo venan
403, 249 18 803, 37
425, 458,310
520, 760 495, 097
@ Sem 30,880
36 510, 216 (] 534, 028
511,958 543,723
.81 404, 208 560, 017
. 492,838 580,962
471,236 566, 304
86 448, 860 541,118
L i
2, 201 500, 338
371,013 464, 454
s 262 406, 069
395, 685 24 469, 875
, 884 30 463, 499
362, 817 430,412
336,176 419,
821,310 417,230
570615 o e
s Bl H®
336,421 kil 423, 831
g maEs  im| de
.
87 2086, 121 877, 004
368, 648 19 418, 4¢
370, 814 412,28
L 3,108 305, T7d
3 354, 061 413,071
5. 883, 575
L 871, 788 11, 677
3 308, 220 421,018
L 367, 42 412,
L 877, 224 428, 870
5. 386, 987 451,
.08 | 284,023 44
5. 378, 099 443,818
b 387, 104 450,727
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TasLy 17.—Belgium—Imports and exports of merchandise; annually, 1881-1928
(8peclal imports, {. e., imports for domestic consamption; speclal exports, 1. e., exports of domestic
merchandise)

(8ource: Commerce Extérieur de la Belgiqusa. See Chart 9. 000 omitted]

Quantity Value
Year
Excess of
Imports Exports Imports Exports Imports

1851 Kilograms | Kilograms Francs Franes Franes
i } %’gg ! 304, 551 i
1 , 462, 363 , 308, 182 154,171

I , 382, 123 , 306, 763 78,
: , 328, 7. , 105, 638 133,118
, 310, 746 , 178, 389 132, 357
1887 , 426, , 239, 535 187,051
1 , 519, 262 , 239, 416 , 846
) 162 508 ) 430, 013 o0 358

, 855, 430, ]
1 1,754, 668 , 402, 227 282,471

1 , 506, 800 , 347, 501 169,
1 , 522, 464 , 337, 001 185, 378
1894 , 655, 735 , 286, 677 269, 058
1 - , 852, 980 L, 349, 072 303, 908
, 723,308 1, 433, 209 290, 024
8Y] 1, 704, 008 , 504, 524 280, 484
, 970, , 703, 804 266, 345
2, 180, 679 , 869, 713 210, 068

2,169, 711 , 007, 455 262,
, 532 , 807, 630 3%, 902
1 2, 360, 014, 604 446, 258
1 621, 723 087, 634 534,099

1 765,807 167, 154 3
1 034, 477 314,105 720,373

1 L4368 681, 409 3
, 665, 618 825, 839, 718
m,%g _4’;‘3, 284 759, 135

, 070 ),

1 25, 765, 748 18, 744, 860 Q,MF):IN , 331, 292 ,
1 28,540,463 | 19, 633,300 4,312,984 777, 141
i 29,899,272 | 20,616,670 4, 660, 733 901, 800 759, 133
1 ), 763, 20, 884, 778 4, 636, 608 , 634, 584 1,002, 024
191 4, 752, 768 8, 83, 238, 279 2,943, 353
b 13, 331, 008 10, 585, 262 12, 935, 676 852,004 4,083, 582
1 17, 858, 600 17, 226, 231 10, 195, , 264, ), 506
1 424 | 17,000,320 , 451, 745 , 358, 220 3,008, 516
bt 26, 603, 129 16, 975, 341 13, 204, 790 ), 725, 064 3,470,726

TaBLE 18—Bdgium—1ngorts and ezporis of merchandise, monthly 1923-24
including gold and silver)
{Quantity {n metric tons; valus in thonsands of francs]
[Source: Bulletin Mensuel da Commerce Special]

Qusntity Valae
Month Excess of
Imports Exports Imports Exports imports
931,214 | 488,006

805,320 | 569, 409 216,917
988,167 | 715,358 272,814
973,736 | 700,398 273,33
898,165 | 579,257 218,908
1,195,763 758, 506 437,257
1,023,186 | 732152 21,052

LIo7,151 | 728,565 378,
1,000,378 825,120 214,258
1,107,741 834, 223,29
1,124, %42 868, 445 255,791
1,207,983 | 1,050,608 247,280
1,337,185 870,822 446,263
1,438,496 | 1,086, 166 252,330
1,619,766 | 1,250,000 269,676
1,289,137 { 1,066, 81 222,35
1813941 | 1,287,971 226,970
1,380,323 | 1,076,778 303, 545
1,493,511 | 1,164,007 3,414
1,304,026 | 1,008, 126 355,902
1,476,494 | 1,184,163 202,331
1,784,040 | 1,202 879 490,170
778,562 | 652,846 125,716
1, 1,648,002 | 1,477,762 126,300
1 1,572,630 | 1,004,908 17,082
L W7,114 | 1,610,072 | L2, 73| 0L 756 . 966
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Tasre 19.—Belgium—Imporis and exports of gold and silver, annually, 1881-1928

in value in of francs)
{8ourve: C: dela -
Gold Bilver
Quantity velus . Quantity . | Velus
Year )
Exoess of— | Bxoess of—
Im- | Bx- | Im- | Ex- Im- Bx- Im- Ex-
ports|ports | ports | ports | yp, | @x. ports | ports | ports | ports Im- Ex-
porta ports | ports
1 1, 209} 0,738 22,983} 17,540 &,
188 18, 4231 10,325; 80,558/ 2,250 28,
1 2,471 82,857} 87, 18,22]] 69,
Bt 8, 748! 48,3041 38,874 0, 706] 27,
15, 235 1, 90] 3, 004} s 2
) 10, 857| 5,000 13, 446! 8750 12,
188 3,963 52080 1,34) 10 7, I
¥ 5, 908 21, 8, 1 8,69 - 5,167
1 14, 973] 14,2090 20, z«:g’ 18,
1 10, 81¢ 26,5581 6,795 51
1 20, 704 95, 15,323 18, 2561
189 1| 27, 119, 21! 2,085 21, 5411
18t 9, 83,108 42,712 13,438}
16, 102,380 2,476) 15,
189 12, 3,625 15000 15 554
1 19, 56,814| 83,476 8,564
: 4 G g
1 7 301,437 71,983 72,
X 8, 248} 70,052) 87, 704
X 6, 108} 74,518, 15, 262)
: o fu e
390 9, 407| 76,401 [
3 7, 62,775 25,895
100 380, 148,800| 88, 208;
190 6, 303 108, 36!
190 6, 785} 150, 88
1 7, 013] 288, 63
h 8, 355, 84| 1
1 202, 320
X 249, 09
} 403, 047,
X
1

1 Includes trade of Grand Duchy of Luxembarg,
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TABLE 20.-—Belgium—National debt

[Source: Annial dela
[000 omitted]
Dee. 81— Funded | Floating | gTokslin:
000—Belgian francs 650, 808 57,051 | 9,708,
e -exﬁiﬁ francs. f’, 065,612 | 136,205 | 4,201,717
1914 Petsian franoa, &gﬁ'% m,mm et
19—B nes. 3

1019—Palgton francs .- 9,871 7,58 | 17,469

French [rancs, 333,831 , 831
o 520 e | a
Belgian f X ,

T BI00 e | e 23, 961
French francs 333, 831 433, 831
Dollars 55,0007 243,613 293,613

1921—Belglan francs. 1,117,376 | 16,347,374 | 27,464,750
ounds sterilng. 9, 420 18, 363 28,
Fronch francs. .| 3381 433,
Dollars 76,875 | 238,823 315,708

1022—Belgian francs : 13,002, 108 | 16,225, 732 | 29,827,835
Pounds sterling. 8,668 11, 358 20, 027
French francs. : | azem 833, 831
Dollars 73,476 | 232, 608 805,878

1928—Belgian francs 14,762,016 | 16,436,722 | 31,180, 638
Pounds sterling, 8,341 9,920 18, 271
French franes. , 279 607,279
Dollars 00,876 | 237,409 302,284
Dutch florins. 44,583 44,883

TaBLE 21.~Belgi: Receipts and expenditures
{Source: A i dela
1000 omitted)
1910-1918
Receipts ‘Expenditures
Year Deficit
Ordinary | BB | Total |Ordinary | BEmear- | motg)
FPrance | Francs | Francs | Francs | Proncs | Franes
132,018 | 815,405 | 672,954 | 136,502 | 829,456 | ~ 14,061
2771 1 os0,166 | 121,761 | 810,92 | 72002
21,816 | 777,280 | 740,255 | 148,518 3| 1848
19,174 | 807,788 | 787,806 | 140,063 | 9z 518 | 120,781
1920-1926
1920 et | 10 wz | g | 1
Proncs Prones
42,940, 000 | 3, 345, 000
o | 8000 15000
1,649,000 | 1,636,000 [..........

1,142,178 | 1,341,000 | 1,693, 000
75, 560 4, 000

k7 8,767, 345 | 4,652,708 | 6,722,024 | 5,042,000 | 6, 889,000 | 7, 450, 000
EXPENDITURES
ONOATY..oo o oeemecenceenenen 082, 419 4 | 2,908 012 000 000
e S IRE 1 e mn
Government railroads and other 1 451, 842 tzm 3 056,812 | 2,040,000 l':‘“
10 | 1,069, 000

Food administration________277] 2,988,074 | 1,109, 992 l'cagm * 4, 000 Lo,

Total...o.ooomerremsnrsnrmmrens] 10,943, 042 | 0,808, 192 | 8,748, 714 | 8, 186, 000 | 8,322, 000 | 8, 220,000

Deficit 7,276,207 | 5,155,486 | 2,026,000 | 2 244,000 { 1,633,000 ( 770,000
¥ Budget Iaws passed, # Includes nonpermanent, occopation and other.
-nm.‘?.m



CZECHOBLOVAKIA
TasLp 22.—Banking offica of Csschoslovakia, 1919-198)

{8ource: Btatements of tha Banking Office of the Ministry of Finance. fiee Chart 18. End of manth; thousands of Ozochoelovak crowns)

‘Total Deposits and current
rebarvos N Loans and discounts accounts
Forelgn old, | F
Statenctes| o4 apg | OUrTency ver, total
. Month | in silver and forelgn reserves [o] on aeconnt
clroulation balances | currency, | ere of note [ Advances | Bills and |Totalloans of of capital
abroad and cireulation . on and end Doposits | rotention levy
‘balances not
abroad) disposable
1910—April 487 487 - 20, 410
May. g.’ul 8,’ 56l 630, 26,348
une, 132,130 13, 130 425, 26,416
July, -~ 161, 108 8,266 8,265 8 :;z, 26, 508
ugust, w7 8,570 8,870 L2 3 26, 654
1,448,570 8,435 8,435 .58 423, 37,386
October. 2,512,199 9, 560 9,860 |, .38 423, 28, 288
8, 518, 405 11,789 11, 739 . 487, 29,430
4, 728, 303 13, 054 18, 064 - 802, 79, 508
1920--January. 5, 574,688 25,887 25, 887 . 569, 188 180, 88
Fobroary. 8,462,825 58, 871 86, 871 . 938,304 245,828
arch. 1,316,438 254, 043 54, 043 L, 070, 090 830, 209
pril 1,965,835 203,419 263, 418 , 238, 867 599, 402
ay. 8,203, 695 378,484 478,484 , £68, 770 785, 983
une. 8,729,233 511, 166 . 511,188 , 828, 353 691, 805
2 — 9,267,874 |0 549,308 549,308 , 986, 937 _"l% B4L
August. 9, 814, 920 2,808 447,597 450, 405 142, 140 360 -
10, 310, 228 8,007 708, 838 711,905 219,112 | 1,086,027 12,
October. H 10, 920, 514 4, 81 380, 478 393, 700 265,884 | 1,605, 568 63, 671
10, 946, 853 40, 311 254,272 204, 683 164,120 | L, 779, 112,183
11,288, 512 152,810 455, 608,415 3¢ 322,714 | 3015, 526 157,081
102 —JADUALY - oo eee v ememmm e e e 10,888,319 164,491 320, 874 v 208,043 | 1,704,018 205, 4§
F : 10, 914, 788 175, 538 2, T4 508,280 66 005,838 | 1,673, 56: AT,618
arch 10,021, 215,535 518, T45 734, 330 72 , 986, 553 | 1,667, 1 28;’, oMU
pril 10,928, 232,983 847, 880, 516 08 , 058, 583 | 1,352, 320, 308
8. 0, 881, 628 185 | 1,028,781 48| 3,031,604 | 1,085,050 368, 132
uns. 11,167, 815 304, 561 783,472 | 1,088,038 " 963,012 , 685, 420, 403
LY. .caneennemmm e eune. v v l,}%sﬂ 320, 708 807, 407 828, 205 T.44 864,059 | 1,083,071 443,
ugust. 11,456,175 337, 609 845,034 | 1,183,543 10.34 309, 633 810,246 408,708
11, 570,881 351, 184 540,042 898,128 76 508, 830 984,375 483, 4
October. 12,327, 159 374,705 509, 738 974,528 91 461,287 | 1,751,344 525, 47
11,871, 647 536,284 488,720 | 1,004, 004 -] , 756,876 | 2, 582,610 501,778
), §73 553, 289 532,632 | 1,084,921 o4 , 714,834 | 2,511,318 693,276




306 EUROPEAN CUERENCY AND FINANCE
2.3y 2592808398008 2288 93RE30N0202RAREEEE
i T
aEgs o

H § 2 |5HR2CEEEE2ERESCSHRIENERRIRRITEARET
Es ‘5§S§ gEIRgARgIEggdrddvasdad
L
25| z |smEzgasecgmpzscgEssss
¥ 1 [eesesssgdsguice:
Evg BERENZBREIIRIZVRARININIZRT

| .| 338 |edfazesadssiszadsgeandereainadisy

2l § =

£ % | ©_2 |s33RcsgEasEessss

5| = | =8% |sncdggdddudsddy

? | 878 (52355

g g g3 S3ERONEREEEEESRR 258!

iy §§§ HEEageTrdatadaadn

> -«

S| B g22 82EI533oRRU8INNEr 2983 Tn2EASnIRNERRNNRS

: g3ess PRl ERER R E R RS EEERE R PR PR PEET

HIR & ~

4 ggﬁsgéegs s§§a§§§§§§§§§;§§§.’sa§§§ §§ §3:53%:8828288

& ggg;ggsgg EEEEERREEP PR EEPEECERE BN AR R B

- 2513 A

& LR R PR b R LRI R LR PBE PP EED

S| EiEl |esmssEcegvaeesin el Andednt g adans

3

k: T %§§ KL e R LR FREL L E ER LR R

|| 3 |SEESEEERECuCadsidesidedddddidssaddsaades

2 %8 |3223R3%373%2 s_’{g;s_ﬁ_qs§~"2§§§§§2§ 282883358752

3| B |Emesessmvsssesesecicitusnidestigs

o
E i
E. <
{




STATISTICAL TABLES—CZECHOSLOVAKIA 307

TasLe 23.—Czechoslovakia—W holesale prices, 19281924
{On paper buu and on gold bagis)

{Central Burean of i index ngunl are 65 Ist of month. The index
numbers have been converted to a gold basfsbynpp!yingw the percentages which the correspond-
ing average monthly exchange rates for dollars are of par. See Chart 14, July, 1914=100]

On paper| Converted On paper| Con-
Month currency | togold Month currency | verted to
besis ‘basis .

1,675 143
L 520 139

. 1,552 133
1,481 144
1,471 139
1,471 40
1,464 158
1,388 1%
1,156 184
1,058 172
1,017 1%
999 153
1,0 pLi ]
Lo1g 9
1,028 151
1,01 152
1, 1651
1,001 1148
968 143
258 130
%7 M1

Tasre 24.—Czechoslovakia—Ezchange rates, 1919-1924

[N w York on 3 !n3 1919, sight drafts; August, 1919, to Mlmh 1021, cable fransfers; April to
Juns, 1921, sight y, 1921, to Decemnber, 1924, noon bu tes for cable transfers. A
rates, A 1919, to Jum, 1921, are mid its between the mon! g’e 5!1 md law rates; from T nly, mu.
to Novamher. 1924, the rates are monthly averages of daily rates.
{Sonroe: Federal Reserve Board]
Nominal .26 cents pex SrOWN)
Cents per crown : Cents par crown
Month Month
Aver- Aver-
High | Low a0 High | Low age
1919—January. 1922—April - -2 039 . 857 1,860 "
. Fel M; LBOL | Lot
N . LM
L. 010 2. 185
2 430 2 902
. 002 21
592 | 3.100 285
AU | 2180 178
188 i 2728
. 771

E5883838
g

85£3353355E58580883588¢E8

Udadalat b alodid

002

August, 2.020 | 1.600 810 928

., 900 L 170 535 33
October............] L. 360 . 130 908 2. 873 -

1. 330 L. 000 2 907 2. 885

1250 | L 13D ,998 | 2.879

500 | 1100 2081 | 2028{ 2

L. 350 L. 230 2 058 2. 028 2.

. 305 L 248 2. 957 919 3

L 410 L. 320 L 26 2.

. 550 L. 370 3. 001 950 3

.400 | 1350 000§ 2085 | ;

.360 | L251 2087 | 2977

. 290 L 170 3. 014 3 950 2

L2198 | 1.000 8. 031 3. 004 018

000 | 987 ) o7 00

oo | oM 2. 97 95 %

475 | Loes| 1 2. 97 08 o

Lo71 | Lsg | 1 2 97 o [ 208

L2 | Lok . 8685 2,96 . 96 2. 90

1 Len| 17 2.96 | 260 2 08
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TasLe 25.—Czechoslovakia—Purchasing power parities, 1928-19%4
[According to index numbers of Cvnov& %g‘rlvy for Czechoslovakis and Federal Reserve Board Indes num-
United States. See Chart 17]
Parchasing power Avernge ox- .
Unlted paritios change rates, Per cent par.
Czachoslo- bles {n | |C1asing power
ln d or ol vak index U_8. IndexX| N‘:v ;’mk paritios are of
prices | ©fprices |\ Crechoslovak index/| “(oones ner | exchonge
(cents per crowm) crown) rates
42 , 876 L 718 131 99, 22
148 , L, 946 1. 855 04. 9.
47 , 652 . 019 , 733 10. 72
40 , 401 2 025 . 960 03. 30
58 , 471 2176 , 921 13. 28
T 18 , 471 2. 218 . 924 18,
65 , 283 2. 185 04,
66 , 388 E7 14 2. 902 83,
64 , 156 877 21 80,
65 , 059 . 157 96.
64 , 017 . 267 176 102.
85 009 348 08,
168 003 253 2. 850 17.
166 , 010 . 300 2. 958 1.
69 , 028 . 331 2 980 12.
70 , 081 8. 341 12,
67 L, 030 8. 286 L 979 10.
04 , 001 . 319 10. 91
59 . 328 2 10. 04
50 3. 363 2. 924 14. 61
63 57 . 451 2. 995 16 19
63 . 304 2. 971 14. 24
63 965 3. 422 900 17.76
63 o84 . 356 25 14,
63 974 301 17
83 2909 3. 308 902 13
60 1,021 . 178 902 109.
58 , 008 1768 2. 057 07.
56 1,015 i 2 039 08,
54 .1 180 2 936 08.
56 316 2 853 12,
58 48 79 08.
56 82 . 219 2. 993 07,
59 99 225 L 981 08
80 Lo013 200 9230 107.
85 1,024 . 264 [z 08.
68 1,045 257 000 08,
67 1,048 228 960 09,
09 1,024 31 970 11
64 L0190 261 960 10,
63 1,008 , 283 2, 960 10.91
TABLE 26.—Czechoslovakio—Gold value of total note circulation, 1920-1924
'y
[On basts of exchangs rates and on basis of purchasing power perities. Bes Chsrt 18)

90 yue 4 e
otal note | Averses of;:mﬂn:n Pnrd:?;n( on baxis of
crenlation mnlel uchmnnn DD:;‘";’O purchssing
(:‘md; (cents per Tates (cents per powes

caown) | (thousands | cxown) “E"mm"d.
of dollars) of dollars)
2. 338 208,827. 5
2. 195 201,234.9
L 810 177,650.1
., 535 158, 262.0
. 245 135, 960 4
L. 165 127,528.5
. . 190 124,333.3
1921—) . 300 141,548. 1
F L. 200 140, 800. 7
1. 308 42,
1. 365 149,174.8
158,
I L 420 168, 578. 7
Jul ..312 146,082. 4
L 225 140,325.9
. 160 134,222 2
. 049 129,319
1. @38 123,227,
. 249 151,498 4 -
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FaBLE 26.—Czechoslovakia—Gold value of talal note circulation, 1980-1924—Con.,

Gold valus Gold value
Average |of cirenlation of circulation
m exchango | onbasisof | power on of
(thousands - rates exchange ‘parities ar
Olerowns) | (cunts per Tates (cents w‘:lu
(tlhonmdl mw%“ (thousands
of dollarz) of dollars)
11, 230, 065 L7z | 194,
10, 743, 958 1. 856 199, 300
323, 066 . 733 178,
10, 075,757 tos0 | 197484
, 717, 750 . 921 186, 678.
838, . 924 189, 287.
), 916, 077 2. 185 2186, 868,
10,171, 2. 902 295, 173,
10, 196, 830 8, 231 329,461,
10, 130, 386 333,
996, 550 178 317,400
10, 064, 049 097 811, 683,
2856 | 263,
2. 968 204, 681,
AN
o 2
2. 997 283, 1
2. 934 210,470
2, 905 278,
2. 971 215, 879.
2. 908 208,
. 925 280, 767.
2. 898 255,316,
2. 902 246, 85
2. 902 240,
2. 957 242, 434,
237, 424
o0 | oo son
2.
8 B2
2. 981 256, 944.
2. 950 254, 003,
. 020 266,072,
8. 000 237, 486,
2. 960 228, 745,
2. 970 238, 121,
2, 960 222,767,
-

TarLe 27.—Czechoslovakia—Imports and exports of merchandise, 1920-192)

(including gold and silver)
[Bource: Obchod C )]
Tmports Exports Excees of exports
Your off o ' Thousanda of
oA

Quintals s . Quintals Py Quintals towng

01,500 | sz | eomam | mosmanl memen| 48500

1 30,011,748 | 22,438, oT,427,354 | 7,811,688 | 57,515,611 4,878,203
31,942,150 | . 12,695,516 | 94,902,625 | 18,088,349 , 478 5, 300, 833

41,014,808 |~ 10,134,015 [ 113,097,725 | 12,518,611 | 71,182,017 2,363, 906
56, 858, 8462, 124,208,258 | 17,023,251 | 67,041, 8181 . -1,159,058

51142—251—sER 9, voL 17— 21
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TasLE 28.—Czéchoslovakia—Imports and exports of merchandise, monthly, 1921~
1924

{Souroce: Obckod & See Chart 15. Quantity in thousands of quintals
value in thousands of crowns]
Excess
Imports Ezxports
Month Imports Exports
| Value Quantity] Value Quantity| Value |Quantity| Valus
5 552
3, 720
501
147
, 576
), 208
, 285
), 587
858
, 380
, 058
8, 406
951
264
300
10
201
350
10, 502
, 926
', 053
748
, 082
B, 972
883 , 108 767,344 5,499
BAT, 600 8, 977 801, 8,940
50, 308 10,233 891, 749 8,163
837,169 8,570 | 1,044, 5598
580, 678 11, 551 986, 17% 9,062
713,056 | 10,044 996, 636 7,94
078,828 11,156 098, 039 7,742
741,021 | 10,210 971,876 6,038
822,005 052 889, 726 1,428
987, 268 638 | 1,008,084 422
971,716 ,182 1 1,229,383 5,168
1,411,821 482 | 1,708,221 7,198
800, 788 7, 800, 274 9,514 4,816
1, 245, 519 574 § 1,254,173 6,258
1,124,180 | 10,774 | 1,341,968 7,615
Lz74, 165 | 10,881 | 1508 070 7,258
1,575,888 11,642 | 1,600, 164 0,439
1,230,125 | 12013 327,023 7,124
1,220,527 | 10,431 | 1,311,889 .| 8768
1,220, 41 9,25¢ | 1,111,008 100,933 3,733
1,456,382 8,830 | 1,428 463 27,919 2,539 1.
1,354,700 9,103 | 1,481,813 2,078
1, 515,785 10,0634 | 1,765,437 4,886
| 1,821,642 13,868 | 2,112, 180 7,881

1 Including gold and silver.
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Tapre 20.—Czechoslovakio—Receipls and expenditures, 1919-1925
& ' for capital impr covered by loans)
Source: of the i O Brussels, 1920, and Department of Com-
merce)
[Mllions of crowns)
019 1920 1921 1822
Items
2t | s | 2 | s | 2 | o | 2o | o
tevenue:
rdinary. 614 7,950 15,923 17,201
2 v g’,m 2477 ‘i',am 1, 503
Total___..____| 3,710 10,427 | © 18,455 17,208 21,804 18,884 | 117,723
Zxpenditures:
Ordinary. 810 7,175 10,672 =0
s 2 g’, 006 8,1 g: 364 1:', 524
Tnh‘ ......... 8,615 7,450 15,278 13, 981 18, 028 18, 58 10,813 | 118,663
Deficit..... 4,905 4,851 418 w 920 1930
Surplos. .o | 3,338
<3 104 1025
Toems Bsti- Esti. Esti-
mated | Actusl [ b | Actwal [ b | Actual
Revenue:
Ordinary. 17,061 15,987
851 404
Total. . 18,812 | 115,664 | 16,301 15, 702
Expenditur®:
‘panrdlnary 13, 605 12,200
y 5773 4,70
Total. 19,378 | 116,540 16,983 18,974
Defloit, 566 1876 o3 a2
Burplus.




DENMARK

TasLE 30.—National Bank of Denmark, 1918-1926

{Source: Weekly of the 1 K Beo chart 10, End of month; 000
omitted]
Bal Loaos, Note Cnrrenlt'
ances | discounts, o account
Maonth Qold abroad and | clrculation and
sdvances deposlts
1813 Kroner Kroner Kroner Kroner Kroner
T mig A
‘ebraary. 1, 31 A
March. 71,012 141,728
April ), 931 148,731
May R IO 148,385 |.._........
June. 74,493 21,230 92,041 488 514
July 74, 248 147,483
August, 72,220 144, 649
73, 146,177
October. 75,515 154,354
N 75,416 146, 487
73,381 12,232 97,450 164, 562 6,910
1914
January. 72,278 21,889 79, 200 140, 557 kA 4
Fobruary. 78, 108 143, 895
March. 75,024 146,575
pril 74,962 PO S B2 I
May. 76, 647 24,102 88,478 157,273 6,702
June, 78, 607 19, 95, 571 159, 836 6,047
y. 73, 807 156,473
August. 68, 934 104, 187
68,978 211,349
October. 69, 030 o 7. 3 B
A 78,010 21,349 120,839 211,079 30,
D 91, 439 37,162 119,715 8 13, to1
ki 115 104, 794 35, 065 93, 104,020 7,608
anuary . )y 3 s
Fobr 104860 | amest| 105714 w2 28367
March 107, 136 35,354 85, 851 211,429 9, 651
April 107, 152 a1, 95 105, 731 200,058 12,298
May. 107, 047 41,201 95, 791 8, 11,600
June. 107,083 ), 378 102, 084 214, 985 12,898
July. 107,029 87,675 88, 141 204,387 ), 630
August 107,023 70, 324 203, 267 10,452
108, 704 61,675 74, 701 220, 8,083
October. 106, 406 64, 469 85,808 231,479 7,618
N 108, 7 85,754 77,889 221, 157 7, 556
D 11,318 38 741 102,127 26,420
1018
January 111,446 424 80, 113 213,426 17, 567
February oo oo, 119,857 49,010 04, 020 236, 103 24,322
March. 132,613 58,513 692 | 247, 160 468,800
April 139, 562 o1, 890 117,283 255, 38, 430
By 14,239 61,027 118, 148 262, 43,153
June. 151,579 22 121,710 263,310 51,252
July. 61, 455 50,915 140,853 45,013 93,909
UgUSE. 161, 058 85,312 120, 700 249, 542 o7, 569
155, 644 51,512 148, 859 268, 73,928
October. bod 150, 121 482 156, 281,472 87,568
145, 41,337 157,138 , 601 62,913
158, 41,858 804 67,289
1917
January. 162, 351 42,273 154, 063 6, 309 62, 158
Februar 164, 45,168 152, 585 275, 791 82,751
March 64, 43, 860 157, 25% A3, 499 36, 548
April 172,710 37,433 158, 540 300, 003 50, 707
ay. 17,021 43,808 147, 131 208,610 53,708
Jupe. 197,349 44,378 152, 674 304, 189 4, 067
y. 185,113 41,775 165, 479 289, 308 W, 487
August, 194, 4,212 181, 350 27, 068 117,083
190, 517 42,720 167,841 303, 036 85, 148
October. 189, 275 53,725 177,628 325, 906 74,44
178, 601 45, 901 191, %3 324,762 7,765
173, 4,018 218, 707 337, 464 88,001

312
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TapLe 30.—National Bank of Denmark, 1918-19£5—Continued
Month
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TanLe 30.—National Bank of D k, 1918-1926—Continued

Ball dlng:m ts, | Note cum"t:
alances unt of accoun|
Month Gold | “abroad circulation | - amd
ldvmm deposits
1024 Kroner Kroner Kyoner Kroner Kroner
Jan 209, 581 19,027 | 475,438 | " a4s, 152 17
Febroary. 209, 578 19,073 | 485,000 § 450,132 82,046
arch, 209, 567 29, 468,808 | 462,631 72,313
pril 209, 562 25,683 | 472,543 | 468,767 62,377
May. 200, 562 26, 644 480, 042 480,979 69, 663
June 200, 554 8895 | 510,451 | 477,411 78, 682
July. 200, 854 21,448 | 480,010 | 470,384 84,350
Augost_ . JIITIIIITTIIITTIITIITTII T 200, 544 30,519 | 499,083 | 471,080 84,054
200, 540 40,80 [ 476,731 | 472,728 70, 542
October_ 209, 529 1,333 | 514,683 | 495122 3
3 200, 508 3112 | 495,568 | 479,124 71,70t
b 209,495 45,636 | 463,950 81,762
1925
January. 209, 478 33,763 | 447,491 | 485,730 67,506
Fobruar 209, 469 29,778 448, 456 453, 487 83, 749
March 200, 403 41581 42,02 | 452,845 45,881
April 209, 458 44,508 42,315 464,901 20,045

TABLE 31.—Dmmurlo—Wholasale, prices, 1920-1926

[On paper basis and on gold basls. Index de, 33 July 1, 1912-June
ﬂl). 1014=100. The index numbers have been oonvamd to a gold basis by npplying to tham the gwr
centages which the corresponding average monthly exchange rates for dollars are of par.

On Con- On (;c‘:’
paper v paper v
Month currency | to gold Month currency | to gold
basls basis basis basis
Kroner | Kroner
340 22
33 25
385 215 200
3 208 204
308 208 a2
403 22 27
M 27 27
202
205
341 230 207
200 201 T 210 102
280 181
270 182
257 173 210 133
254 163 223 133
253 149 227 133
204 153 228 142
2 148 225 142
22 143 219 137
186 128 220 132
- 188 137 233 141
g: 148
151
}g % 21 151
H 2 153
m 141
177 141 24 156
bid 185 24 158
180 145 20 156
180 :g 220 151
176 133 e 1ea




New York on

'monf
rates.
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TaBie 32.—Denmark—Ezchange rates, 1914-1985
drafts; July, 102t~December, m4,

Copenhagen. hmmry 1014-June, 1021,

rates for cable :ranmn Averags rates, Ji y
ly high and low rates; tmm Novambar, 1018 to

Bee Chart 23. Bource: Fi nard]

sight
lDlG—Oc&ohu'. 1818, are midpoints
u mlvnngummnnthlylvmsuoldaﬂ

cweem the

Cents per krone
High | Low |Averagell
26.88]| 2.6 2.7
26.88 | 26.82 26.85
26.86 | 26.80 26,83
.88 284 26.86
26.88 | 26.84 26. 86
26.80 | 26.82 26.86
21.60 1 26.81 .16
200 2738 | 744
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gg?’-?.sa. BRY

Lttt
SRTABYBES SBINIBERBIASH

EERUERENRR RRNgaooass

&

NENRNBESNNNN RERRNRRRRREE BB
S5588 SSSE3R8ILBRN . BNISHIRRINYES 81

2R2BRENRNNNY

» anEs

-

RBENERER RREyEsSsEesse
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Ed

ENEBNENRER NENgmesessse gosssUNBMNNN NNNSENNSEENN NSEERRRRESEY BN

2REVIVESBRY 2ISIRLES

Cents per krone
Manth
High | Low |Average
.83
18.78
17
M.
17
18,
16.
16.
18.
14.08
14.01
13.87
13.41
14.88
15,60
17.85
16.16
17.80
17.70 ),
16.77
15.10 3
15.10 3.
17,15
17.04
17.87
18.64 9, 52
10.70 9. 97
20.10 20, 64
2.87 . 1]
ano 122
. 3L19 .
8| 31.18 N
N 21,42 1,
.83 | 21.4 1.
1.47 | 20.27 2.
10.92 2. 1
.41 | 20,13 | 20,2
| 20.88 [ 20,
, 65 k] . 78
). . 64 . 09
. 31 . 08 . 20
, 16 8, 61 8, 02
. 48 . 65
1 .88 . 96
July. 3 . 16 ., 54
August, w0 17,00 .48
18.20 .85 18.18
Octaber. T 161 17.58
3 8. 04 17,20
.71 17.82
02 16,94
3 ]
5. 30 8
), 44 3. 04
3. 79 2
. 00 3. 78
, 76 1]
10 21
39 95
. 00 .33
. 83 . 85
7. 49 .64
. 07 17.81
.77 17.81
.85 18.07
. 81 18.44
3. 71 18,81
. 78 1911
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TasLs 33.—D k—Purchasing-power parities, 1920-1926

[According to index numbers of the Finanstidende for Denmark and index numbers of Federsl Resorve
Board for the United States. See chart 24}

Per cont
Average
United | pniey | Parchustag-power |eschnge purchas
Month States | jpgex of rates
tndex of | “ric Y (U8, v. 8 ndex X par (eables vy
Pprices " Danish index /| L New 1o, hange
York) Tates
Centa per
1020 Cents per krone krone
3 247,615 340 1952 17.00| 110.93
Februar . 247.895 14.90
arch 252, 3.2
pril 267.375 1801
8y, 268 731 6. 62
June. 262. 263 6. 87
July. 264, 417 283 17,80 6,42 | - 108,
August 239, 602 385 16.68 4.96 | 11L&
231,902 304 16,77 4011 11266
October 214,120 28 u4z| 17| 107
108 453 403 Bor| 1341 9748
1 374 12282| M.8 86.33
1921 .
January. 167.723 341 13.18 13.08 298
Februar 156, 922 200 14.50 I8, 54 78.2]
arch 152,209 280 [re 7.31 8.2
pril 145. 505 270 144 18, 09 .
May 145,461 257 17| 107 9395
June. 142,818 264 1507 7.21 87.67
July 145.863 253 1545 5. 78 97.91
August 146, 686 254 16.48 6. 10 05,81
146,062 224 17.58 7. 67 0,49
October 145. 692 22 9| 18902 w217
145. 284 186 003 18.47| 113.32
Dy 142,744 188 20.35 9.52 104.25
192
January. 142, 178 .42 1907 107.28
Febr 146. 101 177 212 206 107.17
arch 147, 306 182 e} 21| 10275
pril 149,130 178 245( 2.22| 10580
May 158 182 177 295 2L40| 1L92
June 161, 246 17 24 14 21.66 11L 48
uly. 165.417 180 2463 2154 114.35
August 165, 180 24.70 2183 UL T2
164312 178 | 2106F 1747
O 165. 185 176 2516 20190 120
164015 180 2442 2.221| 1208
164.327 182 42| 26| uLB
1923
Janusry 66. 153 181 ue| W7 1243
66. 391 192 z22f 10.08] 12163
arch, 69, 374 1% 22,81 19.20 118.80
pril 70. 055 200 | 1892| 1204
May. 67. 008 204 21.95] 1865 1.
June, 64. 085 202 2177 17.96 1212
July. 50. 483 207 20,65 17.54 .7
ugust. 50, 059 207 05| 18| 1L
63, 287 202 e8| 1818) 1038
Octaber 63, 142 205 7n.33| 1.53| 12168
63. 460 27 26| | 12mo02
Dy 163.042 210 08| 8| ne®B
190
Jam 162, 745 210 2.7 16.94 122.01
Februar 162 519 23 19.53] 1600 12208
March 50, 522 227 18.82| 668! 12000
April 57. 678 228 1882 66| 1.2
May. 50. 148 225 1Be0f 1692f 10093
June. 54, 394 219 1Baw| 17| 125
July 56 283 20 wos| 1e0s| 18
157. 066 238 1B17] 1] nzoe
156276 1 13| 1e9s| 10696
October 158 673 234 1B17] 17.38| 10485
160,074 21 157| 178| 18
164 615 232 01| 1me| 100.77
1926
January. 107.783 24 w2l ns| e
Froruary. : 167.088 24 wu| wal 1074
arch, 169. 2395 20 19.74f 1B07| 10024
April 164 000 220 08| 186 0835
y. 163, 200 218 %[ 188] 1wn.ce
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{On besis of exchange rates and on besis of parchasing-power parities. See chart 35}

TaBLe 34.—Denmarb—Gold value of lotal note circulation, 19141925
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TasLe 34.—Denmark—Gold value of tolal note circulation, 19141926

G;Id vulgeof
reulation
Total note &:ﬁsr:%: h}::’lg;‘e', on basis of
circulation rotes parlties purpzt;vu;:ng
paritles
1019 Cents per Cents per
roner krone krone Dollars
Qctober. 1, 407, 21. 64
471, 743, 000 ). 83
D 489, 347, 000 1878
7. 60 19.52 92, 671, 000
4. 90
7. 23
8. 01
8. 83 86,
June. 660, 000 6. 87 89,
July. 541, 192, 000 6, 42 88, 17.80
August, 542, 338, 000 .06 | 81, 16.68
559, 468, 000 4, 01 78, 16.77
OCtober- oo ceeeeeeeee 578, 045, 000 13.87 80,174 1442
555, 220, 000 13.41 74, 455, 3.07 567, 000
556, 706, 000 14.85 82, 12 82 71,870, 000
522, 163, 000 8, 08 04, 303, 13.18 68, 821, 000
508, 500, 000 8. 54 84, 276, 14.50 78,783, 000
517, 049, 000 7, 31 89, 501, 1458 75, 388, 000
532, 108, 000 18. 08 96, 258, 4. 44 76, 836, 000
496, 688, 000 18, 07 89,752, 15.17 75, 348,
498, 213, 000 7. 21 85, 308, 18.07 74, 779, 000
5. 78 75, 993, 15.45 74,404,
430, 6.19 | 77,807, 16.48 | 74395 000
7. 67 86, 062, 17.58 B84, 629, 000
8. 92 3, 247, 19.33 95, 370, 000
18.47 85, 893, 20.93 , 833,
10.62 91,932, 20.35 95, 841, 000
19.97 89, 860, 21,42 304, 000
20. 64 80, 986, 22.12 7, 510, 000
2L 11 94, 185, 21.60 773, 000
21.22 25, 870, 22.45 101, 427, 000
2L 40 93,801, .95 105, 079, 000
21.66 95, 724, 214 106, 885,
2154 93, 119, 24.63 106, 477, 000
21.53 01, 234, 24.70 104, 666, 000
21. 06 98, 256, .74 115, 426, 000
20.19 96, 535, 25.16 120,251,
20.21 92,827, %42 112, 164, 000
20.67 94,048, 24.20 111, 164, 000
10.70 87, 644, 24. 60 108, 947, 000
19.00 85,513, 2.2 104, 013, 000
19.20 90, 170, 22.81 107, 123, 000
18.92 90, 100, 279 108, 000
18.65 85, 006, 21.95 100, 153, 000
17.96 88, 621, 21.77 104, 007, 000
17. 54 78, 451, 20. 65 92, 361, 000
18. 46 82,933, 0. 5% 92, 502, 000
18.16 £3,320, 21.68 99, 481, 000
17.53 | %2612 21.33 | 100, 519, 000
17.20 81,240, 2116 100, 067, 000
17.82 84,222, 2.81 98, 353, 000
16.94 75, 578, 277 92, 666, 000
16.00 72,021, 19.53 87,011, 000
15. 68 72, 541, 18.83 87, 113, 000
1664 78, 003, 18.53 88, 863, 000
16.92 81,382 18 60 89, 462, 000
16. 78 80, 110, 18.50 90, 153, 000
16.05 75, 490, 10.06 $0, 801, 000
1|2 70,364, 18.17 83, 547, 000
16.95 80,127, 18.13 85, 705, 000
1.3 85, 805, 1817 £0, 064, 000
17.5 84, 068, 18. 57 88, 973, 000
17.64 84,364, 0.0 90, 916, 000
17.81 81,167, 9.2 87, 503, 000
17.81 80, 766, 18. 14 86, 797, 000
18.07 81, 739, 19.74 0, 263, 000
B4 85, 728, 19.98 92, 887, 000
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1300-1924

TaBLE 35.—Denmark—Imports and exports of merchand

{Source: Statistisk Aarbog. See chart 21, 000 omitted}
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TanLe 36.—D enmark—Imports and exporis of merchandise, 1918-19256—Con.

Month

Tmporta

Excess of

Exports

Imports Exports

i i it e it

B REEE-N. 8
JEEaEIER

Kroner Kroner

ggszgsas

TABLE 37.—Denmark—nNational debt, 1910~1928

[Sourde: Statistisk Aarbog]

Internal External ‘Total External Total
Mar.31—|  Tggpt debt! | Indebtedness || Mer- 31— debt! [l(ndebledness
Kroner Kroner Kromer Kroner Kroner
10. 81,887,000 | 219, 867, 000 301, 754, 000 263, 310, 000 580, 086, 000
11 81,693, 000 | 254, 167, 335, 860, 260,321,000 | 603, 358, 000
12. 81,611,000 | 270,467,000 | 351, 978, 000 257,333,000 | 780, 507, 000
13, 84,352,000 | 272,287,000 | . 356, 639, 000 , 344, , 260, 000
14, 88, 397, 272, 482, 000 , 79, 000 404,772,000 | 1,074, 858, 000
15. ... 123, 060, 000 | 269, 576, 000 392, 636, 000 834, 562,000 | 1, 202, 427, 000
1916, 194, 857, 000 | 266, 268, 000 955, 531, 982,000 | 1, 201, 870, 000

1 The forejgn debt has been converted into kroner at par with the (allowlnz exevpuom $25,000,000 loan

of 1920 at 16.60 cents per krone; $30,000,000 loan of 1921 at 22.58 cents

TaBLE 38.—Denmark—Receipts and ezpmduuru, 1911-1928

[Source: Statistisk Aarbog; 000 omitted}

Recelpts Ezxpenditures
Current
revenue Current Proceeds | Amort~
Year end inciud- | Capital

Mar. 31‘-’:‘ ng sur- | receipts | Total "p‘“dj' from new ",:.‘“l:""‘

' (les) receipts dud(ng

interest)
Kroner | Kromer | Kroner | Kromer Kroner | Kroner
52,083 | 143,437 | 108, 755 34,998 14,680 1,748
0,833 | 17,835 | 107, 65, 30 1,008 .| 1,72%
9,479 | 123,655 | 108,232 81,925 o4, 002 70, 864 1,676
1,392 | 125,267 | 111,404 10, 455 13,408 2,817 1,731
12,346 | 134,127 | 156, 130 13,395 25,398 22, 48 3,063
1,768 | 143,945 | 185 247 27,338 88, 638 80, 385 4,600
152,858 { 305,173 | 250, 42,417 1102,057 B8, 624 4,30
4,491 } 379,920 58, 065 46,727 59, 400 4,323
4,360 | 468,578 | 615,752 38,820 185,904 | 175,060 4,260
12,067 | 605,961 | 532, 65, 847 17,556 | 145,000 4,101
5,586 | 504,235 | 555,156 | 201,051 251,972 | 140,998 4,193
37,048 | 446,345 | 490,382 | 131,305 184,342 { 131,55 4,188
33,154 | 400,070 95,96 59, 300 $,200 | 10,118




HUNGARY
TaBLE 39.—Eungarian National Bank, 19211926

‘Prier to T ngummoﬂhasuhm'oulmﬁmu The Hungarian National Bank opened Jun
24, 10M, took over the affairs of Source: Weekly statements of 1'Office Natinnala
& Emission do Roysume de anndemdnneslnna,lm,n(MagyuNamn Bank; 000,000 omitted.
See chart 26]
Forelgn Ad- Current
Month mgld&d Silver | currency | Bills dis- | vances Advannu Notes in | accounts
bullion | 0in | sndex- | counted | onse- treasury and
curitios deposits
w31 Kronew |Kromen| Kionen | Rromen | Eronen| EKronen | Kromen | Eronen
10,904 196 15, 206 851
13, 202 162 15, 571 531
12,862 b 15, A
12,178 110 13,114 802
11, 847 1 13, 780
11,603 108 18, 162
11,787 107 15,
4 17,790 L, 1909 17,828 07|
5 2,94 1,104 }.oerrnnn .| 2, 845 407
12 22,408 1, 185 9200 23, 648 154
12 23, 850 , 176 1,000 M, 742 353
12| 1] 23,85 1, 158 900 25,175 240
13 24,185 1,147 1,300 25, 488
13 23,052 , 604 1,900 26,758 35¢
13 24,574 1, 565 3,000 29,327 24
13 25,120 1, 565 4,100 30, 201
1 25,326 , 560 5, 500 31,930 , 280
n 25,445 , 556 6,900 33, , 741
13 2, , 548 7, 200 38,357 929
13 37,617 . 7, 600 48, 242 417
14 48, , 848 8, 500 58, 458 ), 020
L3 D Y PRS- 51,631 , 728 12, 000 005 , 189
16 49, 24 , 861 12, 500 12,018 , 408
18 50, 2, 016 18, 600 887 , 761
14 54, 516 2,007 20,000 78,717 888
2 58,368 2,018 24, 000 75, 135 000
z 71, 284 2,584 29, 000 82,205 11,152
2 , 800 2817 87, 000 100, 101 ), 703
-3 I U [ - 03, 306 1,783 47, 200 119, 285 10,609
z 120, 808 2,490 58, 700 154, 996 12,752
= 165, 927 1,762 79, 700 226, 285 1,977
2 273, 605 1,780 143, 000 399, 487 , 620
L2 SR ) SRR 380, 454 1,778 243, 000 588, 810 60, 240
» 494, 501 1,663 260, 000 744,928 60, 178
z 531, 1,047 306, 000 080 74,970
P 582,117 386 401, 000 931,837 84,7
o] 854, 9,348 526,000 | 1,084, 677 105, 481
2 746,471 | 34,023 699,000 | 1,278, 437 164, 838
% 802, 7t 4, 598 824,000 | 1, 606, 878 253,
u 1,125,808 [ 12,456 | 944,000 | 2,008, 081 308, 121
%4 1,420, 13, 437 | 1,054,000 | 2, 488, 287 527, 13
9, 8% 1, 208 | 1,102,517 b 17,506 | 1,980,000 | 2,803,710 | 1, 135,710
18,545 | 1,110,928 257, 1,980,000 | 8,277,043 | 1,424, 8
13, 56 , 885 | I, 438, 454 1,078, 130 | 8,650,767 | 1,473, 231
13, 560 | 1,385, 880 | I, 756, 636 1,977,308 | 4,115,925 ; 1, 416, 400
18, 30! , 658, 1,872,385 1,878,456 | 4,635,000 | 1,465, 350
13,301 [ 1,816, 102 | 1, 984, 540 1,075,631 | 4,442,044 1 1,020, 754
13,200 | 1, 1,976,888 1,074, 781 | 4, 518,900 | 2,060,468
12,373 | 1,967,314 | 1,848,620 1,078,030 | 4, 440, 650 | 2,138, 620
12,374 | 1,080,008 | 1,676, 594 1,973,163 } 4,237,085 | 2, 542, 202
12,374 | 1,084,008 | 1, 514, 532 1,960, 4,270,000 | 2 552 763
12,138 { 2,081,998 | 1,485,808 |......om 1,968, 4,626,218 | 2,470, 507

0] g changes wers also
presentation of sccounts after the opening of the new nmxhnNAﬁomlekmlm

321
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Tasre 40.—Hungary— Prices, 18211926

[Prom In!y, 1921, to November, 1923, the index numbers (from the Pester Lloyd) represent retail grl
and based on 60 eommndmm, with July, 1814, equal t0100. From December, 1923, to date the guus
are the new index numbers of wholesale prices puted by the Hungarmn Central Statistical Offica.
‘They refer to prices of about 52 commodities on tne Jast day of the month. The year 1913 aquals 100,
The eonverslons to the gold basis have been made on the basis of the depreciation of the krone as lodi-

ted by current exchange rates. See chart 29.)

Con- Con-
On paper On paper
Month curreney ;’;ﬁfﬁ Month currency g‘;ﬁ%
basis basia basts
4,200 69 144, 500 100
5, 400 70 , 000 137
6,250 60 462, 500 128
8,750 48 , 000 150
8,300 4“ 587, 000 156
8,250 a2 836, 000 160
- 791, 500 122
1922

8,100 61
8, 500 63 1,026, 600 12
9, 81 1,839, 100 131
10,750 .4 2,076, 700 130
11, 68 2, 124, 600 125
12, & 2, 260, 600 ue
17, 400 85 2, 207, 800 133
21,400 63 2, 204, 500 M5
, 600 56 2, 242, 000 45
32, 900 85 2, 238, 600 M2
32, 600 66 2, 265, 200 9
33,400 7 o 2,309, 500 154
2,346, 600 160

500 ki
41, 800 82 2,307, 500 159
66, 000 H 2,218,700 162
83,500 8 2,117,800 15

4, 000 89

Tasre 41.—Hungary—Ezchange rales, 1921-1925

[New York on Budapest, Noon buylng rnm for cable transfers, Average rates are monthl avers|
of daily rates. See chart 28, Source: Federal Reserve Board. Par: 20.28 cents per ki y ne} wes

Cents per krone Cents per krone
Month  ~ Montb
. High | Low [Average High | Low =Avemu




[According to index numbers shown in
N ) Board for the
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TasLs 42— Hungary—Purchasing-power parities, 1981-19%5

Table 40 for Hungary and index numbers of Federal Reserve
Lo States. See 30]

)]

Hunga- -power
Month Irian index] o o Pati
of prices | ((J:5- index X par
(ungarian index-
- Cents per krone
July. : 4,200 [} 211,76
ugost 5,400 5503 20,33
6, 250 4764 A5.05
Yctober. 8,750 L4374 305.38 -
8,300 -3548 328,04
8,250 L3505 21.81
. 1022
Janusry. 8100 3500 78,44
Februarys. 8 500 L3482 13260
arch. 9,900 3016 240.05
10,750 L2811 22.45
Y. 11,000 2018 231.01
une, 12,000 . 2832 2468
July. 17, 400 (1026 253, 42
August, 21,400 1570 263,87
26, 600 .1251 295,75
October. 32,900 C1017 252. 99
82,600 ‘1010 246,78
%, 400 0087 %l.36
January. 1wz 8,500 0874 22 08
ant .
Februar 41, 800 - 0806 04, 05
arch. 86,000 L0520 79,08 °
1 83, 500 L0413 90, 32
May. 94, 000 . 6360 L1848
une. 144, 500 L0230 T}
284, 000 0113 16,50
Augunt 462, 500 +0070 25. 00
554, 000 - 0080 10000
October. 87, 000 ..0056 L1370
635, 000 - 0052 96.30
714,000 .. 0048 . 8848
7 Wt 026, 000 0032 82,051
aNuAry. y .
P 839, 100 0018 54. 545
March 076,700 .00168 06 666
April 134, 600 - 0016 07. 143
ay. 260, 600 L0014 . 116,667
Juga 207, 800 + 0014 17,213
July 294, 500 - 0014 16. 667
ngust 242,000 L0014 . 107. 603
26,600 L0014 _307. 602
October. 285, 200 L0014 T107.602
309, 500 L0014 107. 602
348, 600 0014 107. 602
1995 .
January. 2, 807, 500 L0018 107, 148
Febr 2, 218, 700 L0015 107143
March 2 117, 800 , 00168 ity
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Tasre 43.—Hungary—Gold value of tolal note circulation, 1921-1925
{On basis of exchange rates and on basis of purchasing-power parities. Bee chart 31]
Gold
Gold value of
value of o
‘Total circula- Pur- tion on
note cir- | Average | tion on chasing- basis of
culation exchange | basis of wer pur-
(000,000 |~ rates |exchange| PUTEF, | chasing-
omitted) rates power
(000,000 ritles
omitted) 000,000
omitted)
Cents per Cents per
1921 Eronen | krone | Dollars | krone | Dollars
July. 15, 709 0.3323 250 0. 7036 1,116
August. 17,326 .22 , 555 - 56508 ), 524
20, B45 L1944 , 052 +4704 9, 961
October 2, 643 L1432 386 4374 10, 341
24,742 .1078 667 <3546 8,774
25,175 1512 806 - 3605 8,8%
1922
Jam 25, 680 3, 916 . 8560 9,142
Februar 26,758 , 006 . 8482 9,317
March 29,377 , 683 3015 8,842
April 30, 630 7 . 2811 8, 56
Y. 31,930 026 . 2913 9,301
June. 33, 600 625 .- 2532 8, 508
uly. 38,357 915 . 1928 7,388
August 48, 42 751 . 1570 7,260
58,458 4T3 . 1251 7,313
October 70,005 s14 1017 7,120
72,016 | a0 7,338
D 75,887 263 - 0097 , 566
192
January. 3,17 .32 290 0874 6,443
February. 75,135 . 0395 968 . 08068 6,058
arch, 82, . 0289 376 . 0520 4,216
pril 100, 101 L0217 172 L0413 4134
Y. 119, 285 L0181 78 0380 4,204
June. w8 . 0140 170 . 3,505
July. 226, 285 . 0007 196 0113 3,867
August 3909, 487 . 0056 237 -~ 0070 2,796
588, 810 - 0085 238 . 0060 8,533
October 744, 926 . 0054 , 023 . 0056 4,172
853, 989 . 0054 , 612 - 0052 4,41
Dy 981,337 . 0062 4,80 0042 3,92
¥ 1 084,877 0029
anuary. . 1, 230 . 0032 3,471
Febi 278, 437 . 0033 219 L0018 2,301
March. 006, 875 L0015 410 . 0018 2,571
April 098, 001 L0014 37 0015 3,147
May. 486, 257 L0012 884 0014 3, 481
June. 893,719 L0011 183 L0014 4,051
July. 277,943 . 0012 84 - 0014 4,580
ugusi 8, 757 0013 758 0014 5124
n5es| 0013 351 0014 5762
October. 074, 487 . 0013 27 . 0014 5 %
42, 644 .0013 775 L0014 8
4, 513, 990 -0013 S8 <0014 6,30
January. 102 4, 449, 650 0014 6, 20 0018 6,674
M4, 237, 985 0014 8,983 . 0015 6,357
March, 270, 096 + 0014 5978 . 0016 6,832
April 528,216 . 0014 637
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1d kronen, calculated on the basis of dollar exchange

SI;&:( 27. 000 omitted]

STATISTICAL TABLES—HUNGARY
rates.

TasrLe 44.—Hungary—Imporis and exports of merchandise, 1911-1925

{Source: Statisstikal Havi Kdslemények,

m g g 88838888888 mmmmmwmwm m §g3g885833828
HER oA Avgan ||| i3] SdeSasdaveni
§ e3s gs23Reanuasa|c || sesmssssssss|e | sssseessess:
E a2 SARANANARSAN |§ || FANAdAAssaAT (g || SnISessnAdd
g ] gsssessessss §233=ssEssas|s || esssessssses
2 gg|s ARISANEISEas | || SeunEitanaEs |y || nedevdsadLes
E ; § £
% 2 2 £
8 3 b} &1
ETRIR i WW !
- | idEERE €3 Pef z | S Z
1R 5 Hal” e ” daaaii ™ o

1 Estimate of Dr. Aloisius Srabbky, Director of Royal Hungarian Bureau of Statistics.
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TaBLE 45.—Hungary—National debt
(Paper kronen)
(Source: Magyar Kir. Penzugyminister]

Internal External ! Total
Dee. 31—
191 2,161, 011, 624 5, 845, 449, 618 8, 007, 361, 242
101 17,474, 944, 131 66, 868, 818, 194 B4, 343, 762, 825
1 27,488, 553, 021 , 854, 227, , 342, 780, 265
1 ) 300, 376, 599 128, 047, 219, 365 187, 347, 595, 064
1 82, 307, 517, 719 424, 248, 457, 876 506, 643, 975, 594
1 4186, 302, 207, 640 | 3,370,659, 310,605 | 3, 787, 051, 578, 336

ts expressed in gold or foreign currencles hsve been converted into paper kronen ¢ rates of exchange
in Zunch on the last day of the corresponding year.

TABLE 46.— Hungary—Receipts and expenditures, 1915-1924
[Source: Magyar Kir, Penzugyminister; 000 omitted]

Budget estimates Closed acconnts !
Expendi- | Sur- Re- |Expen-{ Sur.
Receipts m plus Deflcit ceipts |ditures| plus Defleit
Kronen Kronen jRyonen| Kromen |Kronen|Kronen|Kronen | Kronen
2,913 2,073 2,547 2,319 | - 28 |..c.cran
1,073 L1k 38| 1,35 | 1,444 8
2,204 2,264 7,265 | 6,659 608 |ooeenee
12,089 | 12,248 1%
3,460 X oI
1,950 4,749 2,700
10,521 20,211 9,600
20, 315 20, 784 £, 469
152,802 193, 465 40, 653
2,168,140 { 3,307,000 1,138,969
1 eglnnlng with 1910—17 closed accounts were not dealt with by legisiation,
2 ear changed from calendar year to yw andjng June
: ?m:“e: matea wmonr:p);.rneld hinns Wors savried: on by meens of tndemmnity act
‘were n .
#No. burlgat was Prepareg on srcount of revolution lﬁ Bol:l:usvzt 4
§ Indemnity act for period indicated.
7 Budget act for 1920-21.
TasLe 47.—Hungary—Net receipts and ezpenditures, 1924-25
[S8ource: Monthly Reports of Commissioner-General for Hungary. Gold kronen]
Estlmated budget July 1, 1924—J une 30, 1925: Kronen
- 307, 350, 680
Net expendlturea- - 407, 281, 180
Deficit. .- 99,930, 500
Surplos
194
July. 17, 900, 000
August 20, 500, 000
30, 900, 000
October. 35, 600, 000
49, 200, 000
Dy 44, 900, 000
"Total for six mopths. 208, 000, 000
1 Net.

NoTE.—Net receipts and expenditures exciuds (a) revenues other than tanﬂon collected by different
departments of the Government; (b) rallway tax; (c) working expenses of the tobacco monopoly.



NETHERLANDS
TasLs 48.—Netherlands Bank, 1918-1925
{Source: Annual Reports of the Netherlands Bank. Seo chart32. End of month; 000 omitted)

Disecunta Advanoces
dis-
[Notes fn
Ad- connts
Month Gald | silver Domes {m Other and circula- | Depoalts
dis- to the ad- ad~ tion -
il 2% | Govern:| vances | vances
1013 )
Guilders

FERERERER
EERESYS

g3%gy

=
=

PERoREEsRRP
e

SESE

28

SEFLE

L

EREBREZATSS
BEBESUSEREES
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TaBLE 48.—Netherlands Bank, 1912-1925—Continued

Discounts Advances
Tdo‘g'n!
Notes in
Ad- counts
Month Gold | Silver | Domes- | Forei] circula- [ Deposits
tic blls hulsz: Yances | Other | and | “yion
S | POY | Govern-| vances | vances
counted | follo ‘ment
8| Quilders | Quilders | Guilders | Guilders | Guilders | Guilders| Guilders
78,223 091 809 8171 108,730 732,769 81,863
58, , 097) 165,898| 732, 604
77, 637 172,505 745,649 76,108
85, 084 194,377| 73,592 59,402
60, 561 ! 77,0301 760, 6501 05,013
52, , 807 144,186 764,224 60,025
44, 781) D0g 140,444 707,152 6,
31,950, 2% 128,140 766,667) 68,371
57628 7,01 151,642 808,812 67,907
64,248 1 155,104 824,973 62639
66, 631 20 78, 664| 852, 80,104
81,820 107, 307 55,632
4 188,029 871, 99
o 79| 845, 81,226
, 164 156, 771|889, 68: 754
) 81 , 261 936, 47 ), 305
, 478 189,317 918,162 70,
758 223 027,335 48 614
571 185,777} 909, 7501 76,779
43¢ 192,153| 046,392 43,360
A 002 971,867 60,490
, 690 26, 274) 985, 04,614
A 377, 84511, 082, , 000
630 306, 8651, 008, 947 88,478
8, 567 380, 120]1, 053, 9,005
8, 546/ 1, 000, €3, 966
8, 765| 1,011, 80, 368
27, 0%0) 1,004, 92,084
27, 1,025, 81,962
25, 359, 673(1, 018, 0, 876
26,47 38, 67311, 003, 8, 087
4,126 401, 706/1, 0028790 70/ 800
47,30 402, 1131, 000, 65,033
18,77 435, 8400101, 411] 90,923
48, 550 472, 18611, 048, 3 81,192
48, 254 479, 6711, 032, 102,343
48,904 507, 677/1, 030, 134,852
54, 783 811, 58111, 028, 128,130
- 86, 192 466, 58711, 013, 105, 267
83, 887 485, 3311, 045, 048] 02, 258
71,356].co .. | 530, 3731, 020, 12,845
49, 698 477, 57411, 004, 808 143, 717
4n, 088 462, 680,1, 017, , 008
48, 434 456, 94811, 026, 81, 228
29, 435, 456,721,000, 310 67, 862
29,041 476, 78111,067,317] 93,348
44,415 506, 4311, 078, 7,892
82,754 611,001,072, 145 85,261
43,01 492, 7241, 072, 1 67,818
180036 35 09 456, 4281, 053, 417 40,172
e h Hipioied g
) 1,
28,03 48 698 471, 15711, 029, 87,814
220, 117) 49, 234 5 am) " oot 638
260, 48,563 453,722 5,438
223,674 47, 805 445, 305, 8,07
26, 43, 604} | 422, 754 2,857
317, 20, 7071 500, 465 18,684
278,618 38, 5001 49,218 31, 448
z10, 3, 794 442, 008, 0,57
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TapLr 48.—Netherlands—Bank, 1912—1926—Continued.

Disconnts Advanoces
w

Notes In
Month Gola | Suver | Domes-| Forsign Va8 | Other | 02 | circuls- [Deposits

tio bills | bills in | Jonges | Ofher | and | Tyiop

eogznd port- | Govern{ vances | vances
1022
Guilders |Guilders |Guitders Guilders Guilders o Guildery
[ 016,638 50, 804
967,380 29,38
28 £8
] o
964,105 25, 630
974,101 45,965
o7, 4m 25,813
wo sl 9
28 o
o5 04| 27

910,63

947, 483

831,01

54

8, 25, 094

1, 24, 7601

a8 8 EE
95,

B2E2
e

BEBEES

=
E
.
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TapLn 49.—Netherlands—Wholesale prices, 19201925

[Index numbers of Central Bureau of Statistics; 53 commodities; 1913-100 ‘The index numbers have been
converted to a gold basis by to them the hich the average monthly
exchange rates for dollars are of par, Seo chart 33)

Onpaper{ Con- Onpaper| Con-
Month currency | verted to Month currency | verted to
basis | goid basis basls  |goid basis
287 158 154
283 158 154
26
22
203 157 186
204 186 52
208 56 53
238 56 152
287 49 45
283 49 15
260 45 42
3 42 39
45 42
1921 48 44
13 53 45
97 54 48
88
76
182 156 148
182 58 1
76 55 143
80 54 |42
80 |. 63 4;
69 51 4!
66 181 4
65 August. 151 148
158 15
October. . 161 15
163 149 || November. 161 160
165 154 160 161
64 154
63 154
65 1% 160 16/
85 159 158 158
64 158 55 154
56 151 151 15!
152 147 1 18]
185 150

TasLe 50.—Netherlande—Ezchange rates, 19141926
[New York on Amsterdam. January, 1914-June, 1921, sight. drafts; July, 1921, to date, noon bu;

0|

aable transfers. A vq rates, January, lﬂu-chbex, 1918, are mldpoinu betwoen mont y‘hlgh md

low rates; from November, 1918, (o date, the averages ars monthly averages of daily

Source: Federal Reserve Board. Par, 40.2 cents per guilder]

Cents per guilder Cents per gullder
Month A Month N
Ver- ver-
High | Low #g9 High | Low age
1914

40.31 | 40.13 40.22 40.50 | 40.06 40.28
40.25{ 40.25 40.25 40.31 | 30.75 40.03
40.25] 40.25 40.25 40.00 1 20,50 30.75
40.31 | 40.31 40.31 .50 30.31 .41
40.31 | 40.31 40.31 30.66] 30.44 9.5
40.31 | 4019 40.25 29.94 ) M50 39.72
41.25 [ 40.19 40.72 40.06 | 39.04 40.00
42001 40.75 41.38 40.80 { 39,63 40.22
41.76 | 40.13 40. 94 40.38 | 0.4 3.0
42.50 | 40.63 41.57 41,50 | 40.38 40.94
40.88 | 40.50 40. 60 42,00 | 41,38 4).60
40.63 ) 40.38 40. 5% 43,51 4188 42.60




331

STATISTICAL ' TABLES—NETHERLANDS

Cents per gailder

" 28 BR%E 2555 38 13 222TNRRISNGZ  99S9TIIRESSY Gnsses
28| 23 d3dsddiddddR  gustddgddded  deddedddeddd  Sossnssddade  9cddeg
88 €38 3288 28 525839832288 SNZERINTLIY  95VINZ
m /8 AddgdddedEdsd  genndadayyagd d9daddsgduts enddntnddgse deddeg
8% BU89R3PL2CRY  2FRI EBERSRILIAIX  PEKIIIATETIT  TRSRWE
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TaBLE 50— Netherlands—Exchange rates, 191 4-1925—Continued
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TasLe 51.—Netherlands—Purchasing-power parities, 1920-1925

According to index nmni)en of the Central Burean of Statistics for
Statisti nited

Netherlands and Buresu of Labor
States.

tistics index numbers for the U
[8ee chart 36]
Per cent
Average
United exchange l;"g‘:r
B States rates tien
Mont index of (cables in | Far
Pprices New | xehan,
York) nuu“
Cents ilder leu ¢
1020 ou quilder

Japuary 23 L v*Y i v 80.22
Febraary. 2 32.96 37.30 88.38
March. 24 32.50 8.7 0. 40
April 245 33.73 3712 90.87
May. U7 33.80 26,00 92 680
Juns. 43 33,28 3614 91.96
July. 241 2.7 u 8 %
August 21 32.24 32 % 97. 99
228 31. 86 Lz 101.25
October . m 2.9 30.87 97. 08
196 30.30 30.19 100.38
- 1 30.88 20.95 w77

1021
IBOBTY oo 170 32.08 32.88 97.57
Februar 160 3265 un0 95.47
arch. 158 3. 14 .40 96.34
pril 148 33. 80 34.75 n.a
May. 5 32| 3556 92.07
June. 142 31.36 33.28 M. B
July. 141 31.80 3L78 100. 06
August. 142 3171 31.00 102.20
u1 31 49 31.66 0. 46
October. 2 33.78 33.45 100.99
N 141 34,35 U7 98.23
D 140 aun 36.31 Qau

1922
JBRUArY - o] 138 34.03 36.68 ”78
Februar "l 34.35 37.61 91.33
arch, 42 34.81 37.85 oL 97
pril 143 35.27 379 nen
ay. 148 36.08 2885 20,20
June, 150 38. 55 38.71 .42
July. 155 37.99 38.77 97. 9%
August 155 30.94 28.85 102.81
13 40. 47 2879 10433
October 154 39.04 28.96 102 52
156 9.0 39.77 101, 07
156 40. 46 .84 101. 56

1923
January. 156 .M 2.5 100. 98
ebTOATY oo e 157 40.46 30.58 102.35
arch, bl 40.97 39.49 108. 76
pril 150 40.97 30.18 104 87
8Y. 156 42.00 a1 107. 56
June. 153 41.28 39.20 106. 31
July. 151 41 86 .22 106. 70
August 150 42.48 0.4 107. 98
154 42.70 29.30 108. 85
October. oo ] 153 41. 56 29.13 108.21
152 9.9 28 106.06
151 .42 804 102.08

1924
January 151 3R 91 31.38 104. 18
Februar 152 38 67 37.42 3. 25
March, 150 3890 7.07 104 95
April. 148 38. 83 37.19 103. 36
ay. 147 38.02 3741 108.25
June. 145 38. 00 3.4 103. 11
July. 147 .13 37.94 103.13
August 150 »® 28 80 10290
149 37.91 28.45 98, 50
October. 152 37.95 .10 7,06
153 37.98 40.06 978
157 2045 40, 42 97.00

1925
January. 180 40.20 40.41 .48
February. 161 40.98 40.17 10197
March 181 41.76 »902 104. 61
April 1656 4153 n% 102,98
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TABLE 52. —Ndherlmdo—?urdmama power parities, 19201985
According to {ndex numbers of :"ﬂ Central Bureau of smlm- ror Netharlnnds and Federal Reserve

dex numbers for the Uni
I8ce ghart 35} .
) Per cent
.. Average
United Purchasiag power |achango purchas-
Btates | [JDutch ling power
Month index of | 1848200 | (7' 8. index X par (enb)a in | Parities
prices " Dutch index | index exchange
York) Caten
Cents per guilde %‘fdm
1920 por T L
Janusry. ﬁ : % % 2 g gg gi: 3
Febraary___ 7T .
arch 253 26 36, 8¢ 3.7 6. 66
pril 267 202 38 an.12 99, 03
May. 269 263 26 36.60 | 100 84
Juns. %2 204 85. 30.14 .
uly 256 298 3 o7 o8
ugast 240 288 8. 3290 100
o m sl mml =
ctober.
19 260 30. 8¢ 30.19 | 100, 26
] 179 %3 30. 8¢ 3066 9. T
168 218 3L 32.88 96,
157 w7 a2 .20 .
62 188 22 .40 %,
46 176 23, w7 5.
45 182 a2 86.56 90.
43 182 3L 83.28 04
46 176 8. sL78 | 104
47 80 a2 3L00| 105
47 80 a2 anes| 103
46 68 % 33.45 | - 108,82
45 65 25. 33 aor| 1010
Dy 43 65 8. 84 36.31 85
1023
nary. 142 63 - 85 36.68 05,
Pebruary. ] 146 65 85.67| a%.61 [
arch, 47 64 28. 87.86 a5,
pril 149 63 36, 87,98 08,
May. 168 65 28 38.65 99,
Ju 81 65 89, 3871 101.3¢
July. 65 64 40. 77| 104388
August 66 59 42, 38.85 | 110,
‘184 53 43. s 1L
October. 65 55 42 8.0 | 100
64 58 41. 39.27| 108
165 55 42 30.84 | 107,
1928 .
anusry., 166 137 42.50 20,86 07.
Fobruary... 222"~ 777T T S 168 155 43,08 89,53 03,
arch, 160 156 43, B¢ 39.49 10.
pril 70 158 43. 39.18 11
ay. 67 45, 20.13 15.
Jupe 54 44 39.20 12
July “ 80.23 12,
Angust_ 4 48. 30.34 1
45, 80.30 14,
October. LM, 30.13 13,
2 38.02 12. 68
2 3804 11, 8
1024
186 12.00 | 87.35 12.45
February_ L T 18 471 8T.43 10,83
March. 185 .50  87.07 11. 85
April 184 .25 87.18 10, 83
0. u .99 | 87.41 09, 57
June 151 00 87.44 00,
July 151 . 53 37.84 09,
ugust 151 2. % % ?‘? %
October. 181 .70 | 39.10 01
162 0.71 [ 40.05 9.
160 148 | 4042 102
1928
January. 68 160 2.21| 4041 04. 97
Febroary. .o 67 158 .17 42.40 05. T8
arch 80 155 .92 48.88 09, 70
April 84 161 .05 | 43.66 09, 20
7 163 151 .30 | 40.18 07. 99
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TasrE 53.—Netherlande—Gold value of total note circulation, 18141926
{On basis of exchange rates and on basis of purchasing power parities]

Gold valus
. ' e of ircule;
Tu?t‘{ ':m Average | tionon hasing h::‘:&
Month el exchangs | basisof | power " pyrchaging
omitted) | ™ Tavan oy | D% | powet par.
omitted) omitted)
Cents Cents per
1914 Guilders guilder Dollars guil Dollars
January. 316,437 40.22 128,
Februar 305,874 40.26 123,114
March, 297, 4026 119,902
April 320,090 40.31 129,028
ay. 316,636 40.31 127,636
June, ), 154 40.25 123, 227
July. 310, 437 40.72 128, 410
August 444, 41.38 183, 8
440,845 40,04 180,
October. 41.57 199, 114
N 481, 145 40.60 105,778
) 1 40.51 191, 656
1018
Jonuary. 492,280 40.28 108, 290
February. 457,058 40.08 182,959
March, 450,084 39.76 486
pril 470,086 39.41 185, 261
8Y. 485,131 39.50 191,627
June. 483, 30.72 192,185
July. 512,708 40.00 205,
August 513,706 40.22 206,913
3 30.01 208,353
October. 3 40.94 3
565,479 41. 69 235,748
577,008 42.00 240,345
1916
TONUATY - oo 581,722 44.19 257,083
Februar 877,978 42.268 244,254
arch. 588, 443 42.50 25,
pril. 481, 864 42.03 290, 679
8. 438, 4. 44 283, 966
June, 630,911 41. 60
Y. 661,679 41.41 274,00t
August 857,100 41.25 271,057
700, 782 40. 4 288,
October. 730, 41.07 299,950
736, 40.88 300,
758,379 40.82 300, 570
1017
January 732,750 40.78 208,810
ebr 732, 40.67 297,
arch, 745,640 40.41 301,317
pril 773,592 41.16 318,410
May. 750, 550 41.023 , 951
Jupe. 764,224 41.13 314,325
July. 767,152 41.30 318,834
August 760, 41.94 321, 540
808,812 42.01 339,782
October. 824,973 4394 262,493
852,847 4413 376,361
£90, 44.00 391,720
1918
Janua 871, 586 42.08 380,
Februar 845, 856 4478 378, 521
arch. ), 45.75 407,084
pril 472 47.38 700
2. 919,162 49.13 451, 584
June, 27, 50.38 467,191
July. 909, 750 51.13 465,155
ngust, 946,392 51.88 490, 988
971, 557 48.38 470,039
October. 485,317 44.38 437,284
1,082, 164 42.15 456,132
1,068, 047 12.67 156,120
1019
Japuary. 1,053, 4231
Februar 1,000, 194 41.35 413, 580
March, 1,011,223 40.87 413, 287
April 1,034,638 40.43 418,304
May. 1,025, 3.8 408, 641
une. 1,018,076 39.12 308,271 4
uly. , 003, 38.00 381,
Augast. oo vam  ammmeemeoal 1,002,879 3nn 373, .-
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TanLe 53.—Netherlands—Gold value of total note circulation, 1814-1985—Contd.

Gold value
(:‘old valne i 'g;mb
Total note | 4 curage | tionom | Purchasing] 3 on
Mooth umm(mm exchange h‘nh;nd mmm' basis of
omitted) rates axc! r ni‘;o parit mr(&g_
omitted) ouit
Cenls per Cents per
1018 Guilders guilder Dollars guilder Dollars
138 37.58 | 875,362
October. 1,010, 411 37.08 383, 764
o7 37.78 | 395,876
1,082, 722 87.85| 390,889
1920
Junuary, 1,039,062 97.80 | 302,785 3263 339,046
F 1,028, 549 3730 | 382008 22.96 338,351
arch 1,013,315 w879 2T 2289 333,279
pril 1, 045, 046 37.12| 888,256 2.7 352, 788
May 1,020,820 36.60| 373,63 3.8 345,950
Juae. 1,004, 808 26.14 | 863,138 33.23 33,808
July. 1,017,208 3407 | 856718 2,73 22, 952
August 1,026, 033 2290 837,605 2% 330, 708
1,080,310 sL2r| 22178 3168 226,108
October. 1,067, 317 20.87 | 226,304 20.97 |- 816,878
1,078, 20.19 | - 325,458 30.30 326, 644
1,072,145 80.95 | 231,820 30.88 331,078
1921
J 1,072,100 288 352,500 22.08 948,638
Februar 1,053, 417 .21 360,260 32,65 343, 41
arch 1,036, 816 34.40 | 256,885 33.14 343, 601
pril 1,043,278 U5 362, 538 33,80 352,627
May 1, 029, 565 3656 | 206,113 3208 229,770
e, 901,929 20,28 230114 3128 311,060
aly. 1,012,780 378 | 221,885 31.80 azém
August 1,004, 129 aLoo | 811,280 am 316,400
906, 8168 | 315,384 31.40 813,870
October. 058, 33.45 853, 367 3.8 356, 854
1,021,085 97| soT.068] 8435 350, 736
1,012,878 331 867,778 Eret 46,408
1022
January. 3 018, 638 sa.08| 372868 3.0 345,
Fe L 087, 380 81.61 271,357 34.35 330,168
March, 959, 631 37.851 363,220 34.81 334,
April 985, 085 | a8 35.27 347,430
May. 2,777 2865 83,708 36.06 357, 905
June 950,102 8.71 371,308 36.85 350, 585
July. 988, 440 a7 | 883222 7. 375, 512
August 960, 385 38.85| 373110 39,04 283,578
969, 638 3870 | #7324 4047 365
October. 904, 242 38.08 387,357 30.04 397,100
- 964, 106 29.27| 78630 20,69 3832, 68
974, 101 39.84 ] 40.46 304,121
192 :
January. 947,422 $9.56 374, 39.04 378,
939, 834 s0.5| 37,56 40.48 380, 25
March, 932, 433 3040 | 368,218 .9 362,018
April 988, 881 3,18 387, 444 40.97 405, 4B
ay 028044 | 3018 | 363,144 42.00 300, 014
June 010, 831 39,20 358, 967 41.28 878,
July M7, 432 80.23 371,678 41.88 300, 505
August 931,910 30.34 | 366,618 42.48 395, 689
966, 541 80.30 [ 270,851 2.7 412,718
October 1,014,701 39.13 , 053 41.56 41,710
1,004, 308 38,02 381,838 30.04 , 131
1,086,136 38.04 558 20.42 m
1924
Javusry. 1,008, 300 9735 | 578,603 58.01 392,338
PODIUALY oo eeeecuie oo emmc e mevinm e mm cmeae] 984, 87.42 868, 245 38.67 380,
arch, 1,018, 014 s.07| 87878 3890 396, 007
pril 1,001, 37.19 872,300 38.63 838,
May.__ 968, 9 37.41 362,472 38.62 374,196
une 963,010 3744 | 383,039 38.60 879,
July. 963, 7| 38555 3013 377,019
ngust 048, 35 3880 | 366,045 .98 37,
971,711 845| 373628 37.91 368, 376
October. .~ 1 T T 56, 661 010 874,084 7.05 363,
32717 40.05 [ 873,558 820 858,
35, we| iy 3.4 358, 164
1925
Janusry. 802, 988 40.41 860, 356 40.20 358, 981
Febr 879,708 40.31 [ 854,645 40.08 360,
March, 898, 424 30.901 858,851 41.78 375,182
April 895, 741 005 857,840 4158 872,001
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Tasre 54.-—Netherlands—Imports and exports of merchandise, 1899-1924

[Excluding gold and sfiver]

[Special imports, 1. e., imports for domestic consumption; special
ehandlse, Source: Officlal Reports,

oxports,
See chart

1. e,, exports of domestic mer=

Excess of
Year Imports imports
Guilders Guilders
1899 , 906, 204, 000 9, 080,
i , 950, 563, 000 258, 771,000
19¢ 025, 380, 000 , 337,
158, 032, 000 334, 165, 000
, 620, 000 324,897,
237, 000 419, 160, 000
, 565, 019, 000 575, 560, 000
9, 883, 000 441,803,
00 , 207, 000 , 292, 000
809, 852, 000 638, 211, 000
D00 , 108, 105, 000 659, 308, 000
233, 645, 000 812, 770, 000
315, 847, 000 602, 251, 000
, 567, 952, 000 472, 195, 000
1 902, 792, 000 837,347,000
1 , 825, 617, 000 332, 778, 000
1 874, 100, 000 1,135, 102,000
1 1, 714, 772, 000 370, 754, 000
1! 964, 731, 000 145, 486, 000
1 608, 356, 000 227,147,
1 825, 739, 000 1, 414, 431, 000
335, 714, 000 1,634,222,
240, 219, 000 870, 620, 000
027, 598, 000 806, 367,
009, 226, 000 005,
364, 629, 000 703, 950, 000

TasLe 55.—Netherlands—Imports and exports of merchandise, 19201926

[Excluding gold and silver}
[8ource: League of Nations Monthly Bulletin of Statistics]

Month

‘Exports

184, 616, 506

127, 839, 091

116, 522, 007




337

TasLE 56.—Netherlands—Imports and ezports of gold and silver, 1881-19%3

STATISTICAL TABLES—NETHERLANDS

[Coin and bullicn]

[Source: Jaardijfers voor Nederland]

EATEL BL s
W Kassddssadssudnnied

2853282938388

ey e tused
e lmmmalonol

lmparh.

mmmmmmmﬁmum 23%R5%39988
mmm EEEERREE R RN

&.-l;m.&.u.ﬁnn -.hﬁ.&.ﬂ.mm.hﬂ.m.“unl&.

L

JL 7Y

191
191

SREISHBREBRRRFES
PR EEER R LR

e 7“.&.&.44&.2.1—. ofefed

7,966, 446
4,674, 517
1,044, 530

RS28RIE3RIRTIARETRASES
mmmmamm muawmmnmmmMm

m&n&.&.&&m&.mu.&&.nummm

( COTUIRRR—

1000

TasLe 57.—Netherlands—National debt, 19181925

[Bource: Jaaroljfers voor Nederland]
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TavLe 58.—Netherlands—Receipts and expenditures, 1910-1925

(Source: voor het K der 000 omitted]
1910 1911 1012 1013 1914 1915 1916 1017
Recelpts: Quilders| Quilders | Guilders | Guilders | Guilders| Quilders | Quildera|Guilders
Ordinary.... .| 198, 781 | 208, 787 | 211,443 | 223, 507 | 224,910 | 221, 643 | 262, 700 | 304, 3C5
Extraordinary . 1,311 1,816 | 1,088 | 3,915 20,661 | 41,848 | 13,778 | 10,638
Special 33,410 | 219,834
Total receipts!.........| 200,002 | 205,603 | 213, 401 | 227, 423 | 245, 571 | 203, 492 | 300,079 | 524,777
Expenditures:
197,091 | 201, 160 | 208,001 | 219,345 | 242, 585 | 241,432 | 242, 514 | 267,960
, 856 7,329 | 16,606 | 19,382 | 32, 54,403 | 33,907 | 40,681
¥y 84,105 | 208,650 | 256, 050 , 066
Total expenditures i _...| 203, 047 | 208, 400 | 224, 666 | 238, 727 | 359, 504, 484 | 532, 531 | 688, 606
o 3,856 2,887 | 11,264 | 11,304 | 113,702 | 240,993 | 222, 653 | 153,019
Siuking fund for loans:
Receipts 25,088 | 33,008 | 42,173
8,468 | 31,283 492
1018 1919 1920 1921 1922 1923¢ 10249 | 1925¢
Raceipts: Guilders| Guilders | Quilders| Quilders| Guilders| Guilders | Guilders (Gutlders
466,350 | 613, 695 | 808, 303 | 597, 404 Mﬂ.‘%g 628 | 590,023
8,741 | 12113 | 5,655 | 16,906 | 40, 1 40,703 | 21,085
219,048 | 184,084 | 06,267 | 40,268 | 10,050 1,000 (h
‘Total receipta 1_. 561,086 | 605,040 | BIO, 792 | 709, 245 | 663,636 | 626,767 | 600,422 | 611,078
Expenditures: .
- 444,073 | 618,031 | 621, 180 | 632, 022 | 815, 830 [ 622,050 | 805, 200
116,473 { 188, , 676 | 180, 639 20 | 113,729 | 86,184
637,431 | 250,628 | 110,190 | 79,307 | 262,424 ), 183 5, 666 [V
Total expendituresi...__| 1,050,937 | 811,173 | 911,228 | 990, 172 |1,084,085 | 777, 242 | 742, 346 | 091, 448
Doftelt oo 489, 851 | 116,123 | 100, 436 | 280,927 | 420,449 | 150,475 | 141,026 | 80,370
42,809 | 51,707 | 108, 288 | 130, 140 | 117,625 | 120,018 | 92,740 | 97,861
30,840 | 56,390 | 76,743 94,593 | 92,318 | 85,518 ( 84,763

a8 voted by the

receipts;
ceipts; expenditures asked by th .
ed in ordﬁnxy bll)ledge!. ¥ the treasiy.



NORWAY
TasLa 59.—Bank of Norway, 1919-1985

[Source: Weekly statemsnts of the Bank of Nocway. Seechart $7. End of month; 000 amitted)
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TasLE 59.—Bank of Norway, 1919-1926—Continued
Balances | y o, N tn
with s otes Demand
Month Geld foreign and eh"‘e‘:ll&- deposits
banks
1819 Kroner i Kroner | Kroner | Kromer roner
June, 148,428 | 79,272 | 341,444 | 433,382 70,288
148,342 | 108,042 | 300,970 [ 428, 60,712
ugust 148,253 087 | 311,989 | 428,756 | 52,070
148, 148 so4 | 330,218 | 435175 792
October. 148,004 | 81,763 | 345, 439, 205 , 108
147,886 | 79,042 | 347,911 | 430, 71, 458
W74 | 9,314 454,308 | 101,152
1920
Jsnuary. u7,604 | 74570 | 320,240 | 413,842( 3,500
February, 147, 610 84 | 346, 412,305 1 79,950
March 147, 414 867 | 256,687 | 450,04 76,013
April 147,417 73,802 | 396,454 | 444,838 999
ay. 147,307 [ 70,895 472 | 430,054 | 119288
June M7,370 | 63,807 | 428,539 | 440,684 | 125,349
July 147,360 | 66,605 | 445,415 | 458, 115, 754
August unas | s w4 466,621 | 105,378
17,352 | 54,405 | 466, 478,007 | 110,988
October. 7,225 | 50,883 | 469,742 | 478,450 | 107,908
147,296 | 47,200 | 443,528 | 453,417 85
147,283 | 86105 478,378 | 127,736
1921
TJanuary. 147,280 | 56,747 | 457,084 | 423,200 [ 123,681
Fobruary. 17,22 | 47,243 | 440, an04 [ 127,480
March 147,208 | 42,374 | 414,010 | 424,781 | 86,705
Aprii 147,200 | - 37,721 | 436, 431, 106,237
May 147,200 | 42708 7420 | 416,184 | 105,490
June 147,205 | 36,253 | 440,170 | 418,400 | 107,124
July. 147,201 | 30,000 | 451,096 | 425,427 99,
‘August 147,292 | 31,762 | 454832 | 420,051 110,188
147,203 | 30,734 | 425 415,835 , 579
October. 17,203 | 32,20 | 452,580 | 41,371 112,908
..... 17,203 37,008 | 435,618 | 295,383 | 121,334
D 147,208 | 29,004 | 476,236 | 409,781 | 140,838
1922
January. 147,204 | 43,257 | 433,212 004 i 130,767
ebruary. 1728 | 47,383 42108 ars,e88| 140,504
arch 147,202 | 45,968 507 | 385,104 | 150,471
pril 17,202 | 41,308 | 447,207 | 385 143,431
May. unm| 2 396 | 376,152 | 151,602
Jure, wn202| 30,146 | 41,1181 284,710 132,230
Tuly. 147,292 50z | 451 | 2z 07! 135940
uguast 147202 | 37,610 | 445,100 | 384,683 [ 133,062
ure | 2wl s 363,571 | 134,808
October uroez| arsoz P 0473 | 2839} 173
147,201 | 36,303 371,650 | 141,437
17,291 | 42,408 | 479,354 76 , 4
1923
January 147,200 | 37,185 ) 447,636 | 349,653 X
Fobruary 147280 | 30,680 | 455,748 | 263,877 | 174,251
March W20 | 2282 | 463,990 | 374,773 | 167,
pri 147,280 | 24,887 | 500,950 | 408 162] 404
8Y. 147,280 ¢ 13,400 | 517,985 { 401, 159,281
June, i zs| 2702| 49018 | 41503 | 12648
July 1T 27| 26085 | 47n9a| o] 11758
ugust 147,287 | 10,926 | 462,418 19 108,737
S 1472871 19,700 | 48,201 ( 401,000 | 88,123
ctober 147,288 | 18896 | 453,570 | 2040781 06,744
------ M7.286 | 21,362 | 454,484 | 383,814 | 108,835
47284 16,737 | 479,965 206,87 114,171
1924
January w4 | 1528 | mraz] seei| 100701
February 147284 | 15078 | 422,800 | 268,808 [ 110,008
Mareh 147,28 | 28751 412800 30,221 | 06,21
& 1| 195m| 2zl amsell 104,078
Jray. 1472851 20120 | 424,653 | a7m sti| 108 50
ane 147,285 | 17,801 | 446,214 | 2052971 107,341
July. 7285 | 10,100 442,408 | 369,838 | 79,100
ugust 26| an8a8| 433,970 280,617 133,212
147,227 36954 | 4601 | 3,078 | 12575
October .. 17227 | same| 4ae1 ] s 401 N28R2
Novemt 17,227 76| 204,8% | 378,343) 111,788
14728 | 36657 408,632 201,300 [ 104,847
1925
L 17,226 | 28000 | 304,924 [ 380,985 | 110,145
February 147,226 { 31,2491 370,163 | 367,792 99,558
March 147,28 | 1436 assai0| zwmal 107,07
April W28 | 5677 | 200408 | 280,287 | 110,29
May WI 28 | B dsé | 25,717 | 375,496 | 106,637
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TABLE M.—va—WMka;k prices, 1:98071_.:9.?5,, on paper -basis and on go}d

STATISTICAL TABLES—NORWAY.

. T -
e Bt o o e pa it the oo e iy oA
basis by to them wi 0Orrespon average mon
S I S abe el par, Ses e, ¥ December, 1913-Juna, my—wof
= . «
- On paper vnm-hd On papex} ooy
Month currency | SERG Manth oWTenoy { 4o gold
. basls / “Tasis - basis ‘basis
A :
= zl =
851 28 2208 158°
354 . 262 >
368 256
382 250 220 153
408 252 24 (e 155
417 233 22 18
425 22 21 15
419 216 238 14
408 201 =0 U3
817 a0 25 142
- 1 1“1
24 140
Moo 27 137
319 242 132
312 2%4 136
27 L
204
250 131
S 260 =
7 268 13
44 207 137
286 263 ¥4
zs | v AR
* 269 214 142
|
= m 162
240 8 156
Z 58 158
)
20 7 3‘: 160
2 14 216 15
227 5 267 161
25| M 260 163
TanLe 81.—Norway—Ezchange rulu, 1915-19%6 -
[New York on Oslo (Christianin), )915—1018, bankers’ checks; Janmry, 1919. to June, 1021, sight drafts;
A Jullg', Wll, ntx‘l’d dn'a. noon buying ra Average rales, January,
. poin

tes ‘%rl cable transfers. 1918~ ocember.

twoen h and low Tates; from January, 1919, to date the
hart 40. Source: fal Ror Federal

nvengummnnuﬂy nverages of daily nm. ol Flnanc wiew and
Resecve Board. Par: 0.8 cents per krone]
Cents per krens Cants per krone
Month Month
High Low | Aversge High Low | Average
-’
25,10 24.80 20,95 2310 0.35 nn
.90 023 .57 28.30 27. 86 27.93
25. 60 448 25.04 28.95 2. 10 2853
35.80 - 2536 26. 58 30.30 8.05 20.63
26.00 | - 25.80 25. 90 3116 .55 30.35
8. 47 26.00 .24 30.05 2.95 2.45
2. 40 25.70 26.05 2.15 28.06 . 60
25.95 26, 65 25.80 8.75 28.36 28.56
2. 00 25. 60 25.80 2.7 28.05| - A38
.25 32508 2. 10 28.36 7.65 28.00
210 "28.35 .18 2.76 27.65 27.70
28.05 2 FATHLA 28.16 .60 .92
23

51142--25t—sER 9, VoL IT——
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TABLE 61.—Norway—Ezchange rates, 19156-1926—Continued

Cents per krone Cents per krone
Month - Yonth
High Low Average High Low | Average
1917
2.10 27.90 28.00 1616 1585 18.97
28,00 2190 27.96 16. 57 15.20 1.7
20.30 28.00 2.66 18.30 14.20 14.61
2.70 28.30 29.00 Wzl 127 13.38
20.40 20.10 20.25 13.81 12.62 T 1M
2, 50 20,00 20.25 13.62 12 12.86
30.76 29.25 30.00 13.56 11.93 12.64
31.00 30. 00 30. 50 1404 13.53 uwi
31.30 30,30 30.80 16.07 14.25 15.2
35. 50 3113 33.32
38.00 32.50 36.25
34.50 82.50 33.50
. 15.87 15.47 15.68
17.27 15.87 16,068
18,00 17.28 17.62
a27s| affo0 3188 w0 1.7 18.61
32.00 30.26 3L13 18.78 17.99 18.47
3150 |. 29.88 30.69 17.90 16.03 1.0
3213 3125 3L68 17.13 16.39 16.68
31.60 30.75 3L18 17,4 16.76 17.18
31. 50 31.20 8135 17.13 18.61 16.83
3140 3120 31,30 17.16 1.8
3l 45 30.90 3118 18.19 18.37
20.80 2.75 30.28 9.9 8.4 18.94
20.80 27.00 28.40
27.40 26.80 27.10
28.30 27.30 27.80
18.41 18.67
Bw| i
. , I
23.10 27.25 21.93 17.26 17.
27.38 27.10 27.40 15.90 18.
215 25.65 26,76 16.37 16.64
26.13 25.63 25.90 16.01 16.20
25.75 24.90 25.45 15.91 16,30
25.60 24,75 25.32 15.88 16.08
24.85 23.30 %4.10 15. 04 15. 50
sl zn e g ia
. 9
.20 22,60 .05 ue "
22,65 21,50 2.2
2050 | 10.45 20.60
14.48 13.83 14.08
ia| mu| nz
. 1 .
20.35 17.50 19.10 13.96 13.62 13.79
17.86 18,50 17.30 14.08 1360 13.87
10.38 17.10 18,18 13.38 13.42 13.51
2. 40 19.10 19.83 13.58 13.2¢ 13.42
19.20 17.92 18.8 14.02 13.67 13.87
17.95 16,27 17.54 14.20 13.80 13.83
17.80 15.78 16,52 || October._. - .- . 1435 14.10 1528
15.76 14.00 b N 14.86 142 nn2
14.65 13.20 13.99 152 1482 15.06
14.05 13.37 137
13.70 13.05 13.38
1676 13,70 4.7
15.33 1811 15.27
13.31 1523 18
1583 15,23 1543
19.30 158 18. 1577 18.13
18. 50 17.10 17 16.63
18.75 15 17.88 L1 7.0
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TaBLE 62.—Norway—Purchasing-power parities, 1920-19%5

IA to index of Revue for Norway and index numbers of Federal Resorve
Board for the United States, See ol!lﬂ'ﬂ%
- Per cent
| Average
United | Norwe- | Purchasing-power | sxchange igg_'m"h"'w .
States glan parit| TaLes Sn - itiea
Month index of | index of |(U. 8. index X par) Blasla | Pl
] 1] oW
R » P Narwegian index, York) uﬂ:age
J 1 47,815 3338 103.88
suuary. .
Februar 47 342 nz2s
arch 252, 351 106,16
pril 278. 375 854 102,07
May. 268. 73 368 105.05
une. %2 382 104,
July. 254. 417 400 100.91
August 239, 417 10274
21 42 104. 50
October 214.120 418 027
106, 403 97.68
178. 960 aw 86,30
19021 .
January. & 167.728 344 13.07 17.68 7413
Februar; 156. 922 319 13,18 17.78 74.18
arch, 52, 209 812 13.08 18,10 80.79
pril 145. 207 13.13 1. 82.22
May. 45, 204 13281 16 sL.08
une. 42. 818 204 13.02 461 80.13
uly. 45, 300 13.63 13, 97.38
August. 48. 636 07 13.24 13 101.30
46. 062 287 13,72 12.88 100 69
October. 45. 602 288 13.65 12.64 107.99
45, 284 218 M1 112 99.93
42, 744 269 14.22 15.23 83.371
1022
Jam 142277 260 14, 64 15. 60 83.81
Februsar 146.101 253 15,4 18, 92,03
M. 147, 240 16. 48 17. 93.36
pril 149, 130 236 16, 92 3. 60,97
May. 158.182 21 18.38 L, 99.35
June. 6L, 246 20 18, 71 3 10, 08
B} 85. 417 22 10. o 14. 57
ugust. 65. 880 22 10, . 1 13.07
64. 312 225 10 83 16. 28
October. 65. 165 221 20. . 88 12, 15
84. 016 221 19. 37 08. 27
64, 327 20 2. N 05. 70
158 20 18.07 08. 41
66. 301 24 18,85 07, 33
60, 374 2% 1816 00. 14
70. 056 b 7.84 10, 60
07. 098 233 b4 16. 20
04. 065 20 3 14,90
(50, 488 25 12. 28
50, 059 21 . 13.19
63. 387 234 3. 16. 38
63, 142 27 10.03
3 242 . L85 | . 123.54
244 . .91 20, 12
250 17.45 |, .08 123. 93
200 18.76 32 25, 75
268 16.07 . 55 18. 60
67 15.83 . 78 14. 79
203 16.61 87 14.71
264 16.67 , 51 15,99
y 150, 71 15.47 . 42 15,28
ugust - 157.936 2 15.45 3, 87 11.39
156. 276 25 1523 . 83 10, 12
October. . 158,68 278 15.41 . 25 08. 14
bal 15. 40 4. 72 105.28
15.87 5. 08 105.38
20 16.12 15.27 105. 57
281 16, 15.25 104. 52
278 10.45 15.48 108. 61
287 16.46 1613 102. 08
200 6.8 16.83 8

D

1



er

88883888828

EUROPEAN CURRENCY AND FINAX_‘CE
[On basis of exchange rates and on basis of purchasing-power parities]

TaBLE 83.—Norway—Gold value of total note circulation, 1919-18256

344
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TaBLE 63.:Nway—Gou value of total note circulation, 1919-1926—Continued

Gold valueof
& Total note | Averege Gold value of | ;o4 | irculation on
. circuiation axel;:;ge mmx‘ar basis of pur-
> TS -power
change rates D tP‘:'
Cents per Cents per
Kroner krone Dollars krone Dollars

364, 721, 000 408 51, 353, 000 17.45 63, 644, 000
388, 898, 000 .32 49, 137, 000 16.75 61, 790, 000
380, 221, 000 , 55 51, 520, 000 18.07 61, 102, 000
370, 861, 000 ¥l 52, 383, 000 16.83 60, 132, 000
378, 511, 000 . 87 52, 499, 000 15,91 60, 221, 000
395, 207, 000 3. 51 53, 405, 000 16 61, 943, 000
July. 389, 838, 000 .42 52, 316, 000 16. 47 80, 308, 000
August. 359, 617, 000 . 87 54, 040, 000 15.45 60, 108, 000
=! 380,073,000 13.83 53, 809, 000 1528 59, 256, 000
October. 386, 401, 000 14.25 55, 062, 000 154 59, 544, 000
276, 343, 000 14,72 56, 368, 000 15.49 58, 206, 000
301, 360, 000 16.08 58, 939, 000 15.87 62,109, 000
5, 27 55, 122, 000 16.12 58, 101, 000
5. 26 56,088,000 | 1594 58, 626, 000
15. 43 58, 559, 000 16,45 02, 420, 880
6. 13 61, 340, 000 16, 46 62, 505, 240

6. 82 83, 1568, 250

TasLE 64.—Norway—Imports and exports of merchandise, 1890-19%4

Specsl imports, L. ., fmports for domestle consumption; special 1. e., exports of domosti mer-
¢ handlse. ~ Source: A.rbnk!;m'.ﬁ axxgov%‘ Be'ochl:'tsﬂl o

Quantity Value
Year Imports E of
. X00S8
(aet) Exports ‘Exports mports
Kilograma Hr Kroner
1 - , 663, 000 130, 000 124, 432, 000 77, 863, 000
, 875, 000 081, 000 082, 92, 642, 000
, 884, 000 17, 000 18, 779, 000 73, 683, 000
941, 000 52, 000 128, 719, 000 68, 482, 000
130, 000 114,000 124, 032, 000 78, 994, 000
224, 000 129, 000 408, 000 85, (30, 000
328,000 419, 000 137, 756, 000 92, 446, 000
BO7 - e e See eneam e anmemans) 544, 000 854, 000 , 679, 000 96, 021, 000
561, 000 870, 000 151, 472, 000 120, 830, 000 -
904, 000 819,00 150, 032, 000 161, 098, 000
966, 000 640, 00 162, 745, 000 137, 707, 000
680, 000 574, 0 154, 685, 000 122,138,000
888, 000 771,000 170, 474, 000 109, 379, 000
968, 000 866, 000 173, 624, 000 99, 802, 000
| i Zimw) pae s
108, 000 510, 000 214, 856, 000 100, 038, 000
BT oo eemmcecmemam e as] 334, 000 200,000 { 352, 219, 971, 000 132, 607, 000
944, 000 030,000 | 347,200,000 | 211,247, 000 136, 052, 000
, 665, 000 015,000 | 356,930,000 | 234, 640, 000 122, 200, 000
2 850, 000 506,000 | 387,368,000 | 207, 856, 000 116, 499, 000
427,000 | 563, 00 459,027,000 | 288, 684, 000 170, 343, 000
666, 000 682, 0C 514,685,000 | 324, 622, 000 180, 083, 000
780, 000 013, O 540, 620,000 | 880, 912, 000 169, 708, 000
, 997, 000 560,000 | B51, 645, 000 | 394, 300, 000 167, 235, 000
833, 000 749,000 | 852, 204,000 | 660, 996, 000 181, 208, 000
738, 000 3830, 000 |1, 340, 807, 000 975, 476, 000 365, 331, 000
307, 000 077,000 X, 657, 951,000 | 788, 016, 000 860, 835, 000
, 255, 000 , 888, 000 |1, 249, 541, 000 | 752, 033, 000 497, 508, 000
080, 000 , 913, 000 2, 504, 985, 000 | 736, 327, 000 | 1, 801, 658, 000~
, 194, 000 3, 870, 000 |2, 971, 533, 000 |1, 185, 032, 000 | 1, 501, 000
716, 000 , 979, 000 |1, 430, 887, 000 | 605, 273, 000 825, 614, 000
), 055, 000 3, 323, 000 |1, 202, 005,000 | 765, 4665, 000 525, 540, 000
329, 000, 000 { 810, 000, 000 518, 000, 000
547, 800, 000 11, 063, 700, 000 484, 100, 000

1 Bubject to revision.
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TABLE 65.—Norway—National debt, 1900-19%24
[Source: Statistisk Arbok {or Kongeriket Norge]

. ‘Year
ending | Domestic Fores Total endin, Domestic Forelgn Total
Juns debt debtgln debt June‘ debt debt 1 debt

007,700,000

357, 231,000

1 Converted to kroner st the rate of 5 kroner to the dollar, with the exception of the 1924 figure which is

converted at the rate of axchange ulllng on June 30, 1924, which was about 13.5 cents per krene, con-
ddmbly below aﬂscm&:am ‘Thus, this figure for 1924 lhuwn a very considerable increase when com-
pared with figures for preoedmz yun.

TasLe 66.—Norway—Receipts and ezpenditures, 1910-1924
[Source: Statistisk Arbok for Kongeriket Norge]

Receipts not Proceeds
Year ending Amortization
June 30 including am less tion Surpius Deficit (mlm new of debt
Xron Kr Kron:
 ———— 18 400 Laron| it
: ness P ihwi
, 000 3
1 166, 921, 000 9,6‘?}:000 5,249, 000
) S, o2 ouo Biram|  Femon
T A— 374,833, 000 a0 | i a7e 00
i 594, 563, 000 25, 290, 000 14, 425,000
718, 830, 000 68, 728, 000 5,957, 000
764, 249, 000 56, 225, 000 5,968, 000
750, 682, 000 64, 601, 000 4, 499, 000
630, 807, 000 75, 538, 000 3, 528, 000
497, 356, 000 58, 866, 000 4, 165, 000
.............. freee e




) POLAND
TABLE 67.—Bank of Poland, 1918-19?33(5’01;"1: State Loan Bank prior o May,

End of month; 000,000 omitted. Source: October, 1018-December, 1022, Rocznik Statystyki Reeceypos
- politej Polskiaj; 1023 to date, Weekly statement of the bank. Bee charts 42 and 48)
Advances
Silv:rdl_ Balances Note
Month Gold? l.ng(hdbnu with for- | Diseounts dircula-
ooln) | €10 banks Commer- | Govern- tion
cial ment
o8 Morks | Marks | Morks Morts | Mok | Morke | Morks
ar) {4 ar] ari oy ar] ar]
()'mbu' 7.0 180. '880.2
; 1.0 184.0) 13.9] 930.5
6.4 188.7, 117. 8 1,038
. 8.0 194, 200. 1,008
. 4 196 315, 1,180,
3 4. a 3 180, 400. 1,223
2 4 o 2 102 576. 1,348,
a 8 K3 1 108, 925. 1,548,
£ 14 14, 1L 185, 1,125, 1,784
5. 20. 13. L 103 1,925. 2,087,
.3 2. 2. . 197. 2,525. 2, 466,
[ 3 2. [ . 218 8, 225, 2,064
.8 Hn o1, . 42 4, 375. 3,728,
6.8 24 151. 3 270. 5,376, 4,28,
8. 6] 2. e 8 48, 6,825, b,316.
[ 25 2441 3 278, 8, 275. 6,719,
-3 25. 565. 7 8 303. 10, 775. 8, 300,
-3 25. 686, 8. 810, 14,776, 10, 600,
[ 25, 835 318, 10, 375, 16,027,
-3 25. 565, 47, 820, 876, 17,034,
8. 25. 304 161. 488, , 625, 21,730,
8. 25. 1,130, 325. 847, 33, 376. 28, 811,
2. 3. 1,273, 465. 1, 466. 89, 625, 31,085,
9 3¢ 74, 333, 1,862, 40, 025, 83,208,
9. 3. 38. 250, 2,57 48, 925. 38, 456,
10. 35 03, 896, 3, 278. 4| 49, 625. 43, 236,
124 37.6 80. 611, 3,000.2f 59, 625. 48, 361,
1.7 20. 05. 1,040, 4,100, 21 05,625, 85,079,
128 20, 170, 965, 4,143.5 71,125, 62, 560,
131 3 08. 781, 4,745.7| 83, 625. 74,087,
13.4 0. 0, 927, 4,904, 108, 625. 88, 786.
13.5] 36. 1, 396. 4,079, 117, 625. 94, 575,
PR L DE. 1, 857, 5,308, 130, 625. 102, 607,
19. 13 3 ., 2,504 6, 201 140, 625, 115, 42
10 2 68, 3,885, 1,776, 158, 000, 138,734,
18, 2. 5| 1,217, 6, 237, 9,878, 178, 000, 162,702
2. 2. 0| 2,341, 9, 829. 13,022 188, 500. 182,777,
2 3. 5] 7, 040. 14,847, 15, 144, 214, 000, 207,
i . 9} 12,707, 18, 324, 19, 300, 22t, 000. ¢ ), 637,
. 3 4. 13,614, 18,951, 21,770 227, 860. 230, 615,
2.3 4. 14, 207, 19, 555, 22,327, 230, 600, 81,
2.0) L 1,156, 25, 451, 26,473, 232,100, 250,
0.5 7,388, 28, 26, 003, 220, 000, 260, 558,
0. 2,073, 34, 585. 28, 067, 217, 000. 276, 001,
30. 9 20,521 42,629, 24, 490, 235, 000, 800, 101
31. 6| 21,741, 47,661, 24,054 260, 000. 836,
31 51,747, 56, 368. 2,070, 285, 000. 385, 787.
2 67,354, 3 29 242,000, 463,708,
3. 64,060. 81,781, 28, 576. 453, 500. 670,972
83, 78, 069, 107,320, 41,278, 519, 500, ¢ , 082,
a6 48, 580, 133, 400. 47,004 675, 600. , 487,

1Qold at par; ellver coin at face valus
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TaBLE 67.—Bank of Poland, 1918-19%5 (Polish State Loan Bank prior o May,

1924)—Continued
Advances
gg:ﬁf;_ Balances Note
Month Gold? | 5o ase | With for- | Discounts clreule-
g olgn banks Commer- | Govern- tlon
coln) clal ment
03B
- Marks Marks Marke Marks Marks
41,1 4.1 51,899.9) ), ), 160.3
414 4.1 61,037.1| 1,085, 1,177,200.8
4L 7 “@ 85,323.31 1,752, 000. 1,841,205.6
4.9 “ 156,815. 4| 2, 101,500,0{ 2,332, 396.8
4L.9| 44.3 217,102. 3| 2,377, 2,733, 794. 1
43.9| 30. 8/ 310,862.7| 3,996, 3,560,640, 1
46.9| 34. 8| 390,850.9] 4, 190, 500. 4,478,700.0
48.0| 32.9 637,268.2 6,473, 000, 6,871,776, 5
53. 20. 7} £70,019. &, 10, 205, 11,197,731.8
54.20 19. 1 836,712.71 19,080, 500. 0 23,080, 402. 2
543 19. 5| 3,951,781 9| 42,854,000, 0f 53,217, 404.6
5.9 19.6 065, 396. 8111, 332, 000. 0{125, 371, 966. 3
66. 24 10.8| 91,533, 085. 2| 43, 916, 802 8 54, 181, 445. 2 238, 200, 000. 0313, 650, 630.0
[ % 10.8]172, 626, 128. 8 67, 216, 289. 7 83, 829, 440. 5 291, 700, 000. 0'528, 013, 418.7
68.0| 20. 31220, 658, 210. 7(138, 649, 934. 8 81, 231, 88, 5 291, 700, 000, 01506, 244, 205. 6
56.7| m.lm,w,m7m,us,m4lw,m,nsx.olzol,m,m.o 570, 697, 550. 5

AFTER CONVERSION OF BTATE LOAN BANK INTO BANK OF POLAND

[Figures in gold zlotys; no ciphers omitted; ! gloty=19.3 cents)

214,191,336' 128,522,900 1,801, 244,977,010

258,972,386 138,862,243/ 5,826,071 834,405,730

272, 137, 898 713, 8,236, 394, 262, 560

300, 199,710,735 8, 224, 610) 430, 263, 045

233,646,562 233, 788, 177| , 230, 8501 460, 353, 770

24], 804, 738/ , 054, bt M 503,701,830

247,034,974 249,560, 09| 12,371, 407,600, 470

269, 045, 551 964,853| 23,897, 550, 873, 900

104, 240, 258127, 656, 749) 242, 115, 258! 270, 423,615] 23, 468, 553,174,980
107,032, 73527, 481, 871| 208, 317,320, 286, 229, 180] 47,0300 18,222,212 549, 637,

116, 619, 825/28, 158, 597 902 308, 562,600] 25, 477, 638! 403, 354) 563, 171, 945
Ilil7,‘m 697128, 358, 216, 114,621) 204,633, 508| 27,310, M44] 35,977, 630] 178,

¥ Gold at par; sllver coln st [ace value
'Guldmmvc..
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TasLe 68.—Poland—Index numbers of wholesale prices, 1921-1985

{Index numbers from Rocxnik Statystyki Resceypolite] Polskie], January, 1014=100; Jumn’;Augnll.
1921, are index numbers of retail prices of food, July, the
Bllm Until the zloty currency was introdnced, .mhdunummhvebunmnveru\dbawd

bulsb applying to them ths which the average monthly
for dollars are of par. See chart 43]
Con- Con- | On
Qo peper | vertad (On sloty Onpeper | vertad | sloty
oY | togold ool |togold| besis
1921 1928
25,139 I [arch 988, 500
February. ... 381,827 14 pril 1,058, 920
32,883 | 182 M8Y._ _ooooin-momem-| 1,125,860
81,710 1 ans. 1,881,410
2,639 1 ) J— , 060,
35,302 i ugust. 5,204, 680
45, 654 1 7,302,
53,100 ! October. 27, 380, 680
60, 203 67, 043, 700
otober. 45, 530 142,300, 700
‘Novembeg ........ 88, 583 1
107
114 1ma
s 110
116 100
104
101
103
109
12
16
uz
us
120
121
122
110
us

51142—25t—sEeR 9, YoL I——24-
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TasLe 69.—Poland—Ezchange rates, 1919-1925

[New York on Warssw, July, 1919, sight drafts; August, 1819, to date, cable transfers. Average rate?
July, 1919-June, 1921, are mid-points between the high and low rates; from July, 1921, to date, the avers
o pas valve of the sloty ot ot cnivators o/ &t oo e, oty

0 ue of the zloty is 19.29 cents, of e equivalent of 1,800,000 former mar! o
Fedegd?r Reserve o 7 4 '

e Bosrd. See chart 42}

thmetic monthly averages of dally rates.

Slnee M:

Month

Cents per Polish mark

High Low Average

Month

Cents per Polish mark

High

Average

L Epeao

sa8RER
[l

Brrikazasi
23 uz3R28

144

BRccaRERnEy

»0220
.0163
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TABLE 70.—Poland— Purchasing-power parities, 1921-1924
[On ‘basis of Polish mark]
{Accordin to for Poland (prices in terms of marks), and

Rocznik Statystyk o!skleg
aserve Boﬁrdmdnlnumburs tor Unim‘i‘étn 'ar used was pre-war valus of the German
mnrk, 23.82 cents per mark. Ses cha: K

Per cent
Purchasing-power | Average |purchas.
Beares | Follsh index parities #xchnnge [thg power
Month (States | Pl U.8)index X par} | , rates | parities
pric; prices (———————) (cables in | “are of
New Yark) an
ral
Cents
Cents per mark | per mark
107.723 25,130 0.15888 0.145 109.57
56. 822 31,827 .11743 . 90.33
62, 200 - 82,882 .1 .132 83. 55
45. 505 31,710 B ~130 8410
--| 145461 22,630 . 14 85. 68
2. 818 35,392 . 0832 117,35
o . 076 . .27
Jul; 863 45,654 07599 0516 147.
ugust . 636 3,100 06574 . 0480 134.4
962 60,203 . 05812 0256 227.08
ctober . 5. 692 85, 539 . 06288 .0212 249.43
24 56, 583 05007 . 0290 203. 69
42, T44 57,048 - 05965 . 0313 190. 28
42 277 © B9, 281 - 05717 - 0327 174. 83
46. 101 @3, 445 <054 + 0286 1901. 57
47, 306 73,465 .04 . 0238 20288
140, 130 75, 108 0474 . 0262 80, 03
58 182 78, 634 . 04788 - 0249 . 128
6L 2468 87, 694 . 04383 0287 B4 B4
65. 417 101, 587 » 03883 0185 . 89
65, 880 136, 786 02006 . 0136 15, 36
64, 31 152, 400 025 0127 ]
65, 165 201, 300 - 010! . 58
04, 01 275,600 01417 18, 00
64, 327 846, 400 .01129 0067 98. 07
66, 163 544, 700 007265 0043 168.05
68. 391 851, 880 . 004652 . 0025 185. 00
69, 37 088, 500 . + 0024 170.00
70. 05 . 1,058 600 0038 «0028 168,30
67, 09 1, 125, 400 . 003537 - 0021 108.43
64, 06 1,884,100 002074 0013 159. 54
59, 48 3,070, 000 . 001237 - 000724 170,86
159, 05 _5,,366, 900 0007t + 00042 68, 38
63, 38 , 302, 200 000! - 00038 52 31
63. 1 27,380, 700 . 0001418 0001113 127, 49
63, 46 63, 642, 700 . 72 12.09
63,042 | 142, 301, 000 00002730 » 0000284 16. 67
04
January....eeeeee-n.. - RV 102745 | 252,611,000 00001535 | 0000116 132.33
162 510 | 248, 430, 000 . 00001858 + 0000100 142 94
March. 150, M5, 278, 000 00001540 0000113 187.08
April 157.676 | 242, 320, 000 + 00001550 - 0000124
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TaBLr 71.—Poland—PBurchasing power parities, 1023-1925

{On basis of zloty}
A of Rocz Polskle} for Poland pr(ul fo terms
o( zlotys). and Federal Reserve Bosrd index numbers for the United States. See chart 45]
United | JFolbb | P hasing power P"‘”"m;
Btates rates power pari-
indexof | Pries /U, 8/in¢ U8 ndexxparY, (eablus in | Uos are of
prices basis) [New York) ax:"mm
Cents per
Cents per tloly oty

163, 460 81.1 38.88

163,042 95.0 33.11

162.745 111.2 2.23

162.519 | - 11L9 28.02

50. 522 110.5 27.85

157.676 109, 27.88

156.148 104.0 28.96

154.394 100.0 20. 60 19.29 53,

383 102.32 0. 49 19.25 153.19
157.966 09. 27.90 9.2 145.00
156, 276 112 4 26.82 19.22 . 54
158, 672 116.4 26.30 10.22 13684
160,074 116.8 28.48 w21 137.84
164. 615 118.0 26.91 19.20 140.16
167.782 120.0 20.07 19.18 140.02
167.088 121.0 2.04 19.18 138.99
160.395 122.0 26.97 19.18 140. 62
184. 000 119.0 26.60 10.18 138.60
163, 000 118.0 26. 66 19.19 128.98
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Tasrr 72.—Poland—Gold valus of lotal note circulution, 1921~1985
[On basis of exchange rates and on basis of purchasing power parities. See chart 49]

“Total note circalation
(end of month)
Zlotys Exchange Cirenl
(no xeros amitted) rates, Clreula- tion o:
£hi: tion on
Month m:n Y | basisof | ing power | Dasisof
Marks Total | New York | ®change ties pure::v:runx
00 drealatio Warsaw] Toles Darities
omitted) | zipy | Gnoludivg
circulation | marks con-
verted futo
lotys)
w2 Cents Cents
Marks Zloiys Zloty mari mar -
January 55,080 oty ¥ | o5 s, 00,000 | 0.15888 | se7, 511,10
Febroar 02,560 130 81,328,000 | 11743 , 484,
=2 aE F e
Moy 4, 676 f(xsa; lg:: ,ﬁ'{' 0 J0824 | 100477 4z
une. 102, 697 . . 00623 826, 3
Tuly. 1‘1%742 (o5l | 59,464,872 | . o708 87, 573, 308
agust, 133, (0480 | 65,305,006  .08574 87,916,733
152, 792 o256 |30 N4 752 | lossiz 88,802, 710
October.___.....| 182,777 w0212 | 28,748,724 | .0s288 96, 652 41
No 207, 020 <0200 60,008, 410 | . 05907 122, 292, (30
(313 | 71,845,400 | 05056 | 135 689,870
. (o2 [m3sei00) 0717 | 136,967, 808
c286 | 70,702,200 | 03470 1§Z 446, 350
loz6 - | 59,167,200 | (04788 | 120, 018 880
Jo202 | 68265100 | -04740 23, 50,
J020  68724,200 | Joamss | 132 140 270
lom7  |7;128000 | so4888 | xa1, sad,
0185 {62054,000 | 0a883 | 130 246,
o135 | 52,081,400 | 02008 | 112109,
0127 | 58,890,700 | .02673 | 110,311, 564
looos | 55,007,400 | 01953 3; 268,
~0065 071,000 | . 01417 92, 676, 736
L0057 | 45,226,000 | (01120 | 89,578 150
909, 160 2,008, 900
1,177,301 29, 432, 500
1,841, 208 44, 185, 900
9,332 397 53, 645, 100
Y Lol
4,476,700 32, 425, 900
6,871, 777 22881, 500
5o o 55 oo 500
53, 217, 495 26, 716, 200
128, 371, 966 20,337, 037
13, 659, 830 booor1e | 36,384,540 | 00001535 | 48,140,784
ot 2 ghd | a ol |t 28
70, 607, 560 a.;"‘&”;b‘ 85, 058, 521 Zooom;? 88458 120
sloty aloty
[290, 338, 687 244, 977, D10 611, 276, 281 19.29 | 70,338, 105 28,06 | 119,105, 611
141, 858 402 [334, 408, 730 (413, 215, 53 19.20 | 79, 709,357 29.60 | 122) 311, 922
84,220, 367 (304, 262, 650 413, 278, 1925 | 79, b58, 182 2.49 | 121,875, 987
18, 182, 05 (430, 263, 045|440, 384, 526 10.23 | B4, 682, 27.90 | 122, 861, 703
10, 804, 550 460, 33, 770 444, 386, 301 10,22 | 80, 630, 447 26,82 | 125, 084, 806
701, 830 10.22 811, 462 26.30 | 132, 473, 581
1497, 60, 470 10.21 | 05,589, 050 26.48 | 131,764, 625
50, 873, 960 x 19,20 [105, 767, 800 .91 | 148 240,185
1928
1 3, 174, 680 10.18 [108, 098, 061 26.07 | 149,101,203
Februar 637, 420 19. 18 105, 420, 457 20.64 | 146,423 300
March, 045 15.18 floe, 016, 870 26,07 | 161,887, 474

April
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TaBLE 73.—Poland—Imports and ezports of merchandise, 19201925
[Sourco: Office Oentral du Statistiqus de Ia Republique Polonaise; 000 omitted. See charts 48 and 47]

Value Quantity
Month Excess of—
Imports | Exports Imports | Exports
Imports | Exports
1920 Metric | Metric
Zotgr | Ziotys | Zlolys | Ziotys tons
January. 1 7
February. 81 20
arch 243 2
pril a0 81
May 3 6l
June i 433 40
July. 1 469 4
A ugust. i 200 34
: 4 o
October. I 174 81
| 172 81
354 102
1621
—r—
-}u;)uary 410 1
ebruary. | 430
March ! 485 "7
April | 535 188
By i 280 118
Jure, ) 7 185
July. | 28 196
ugust. ( 250 177
| 469 240
October. ) m 21
| 321 "1
! s 170
1923
January. 45,164 288 ans
February_ I T 23,579 310 129
March 4,745 434 7
pril 50,856 455 24
May 75 467 “s 20
June, 50,083 280 251
July. 44,664 2 0
August 50,219 158 1,154
81,455 234 1,000
October 88514 a0| 18
98, 419 271 1,315
87, 206 1,501
1923
January. 220 1,38
261 1,469
200 2151
24 133
252 1,453
21 1,008
204 1,627
270 1,600
204 1,385
ol
25, 508 , :
3,631 189 117
96, 818 15,960 10 848
112, 562 5,452 220 1,242
13,211 [ 16,230 2% 1,26
121,381 | 20,00 212 1,458
240 | i3l 240 L8
80535 | 22,607 156 1,313
80,4290 | 16,268 173 1197
e 41| 1787 136 074
0,739 | 18,80 177 1,30
108,975 | 42,047 45 1,507
122,033 | 21,99 3 1486
135,574 | 44,342 us 1,508
107,556 | 65,104 28 L29
103,015 | 48,006 0 1,079
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¢ Tasre 74.—Poland—N alwnal debt, 1919—1.924
{End of year]
[Soarce: Rocznik smmyu Bascxypospolite] Polside}. Millions of Polish marks]

Items 1919 1920 921 1023 1022 Mt
Internal debt:
Funded— .
Loan of 1918 at §
cent........| 2,082 052 418, 48 155,080 | 106,750
Short term, 1920,
5 per cent..... & 3,129,336 | 2,129,386 | 1,505,556
[ — 5,212,477 | 10,844,188 | 6,241,563
nmt ¢ 930,256 | 1,001,614 | 4,903,178
cev
Gold loen, 8 per
t. 7,050, 000
Total funded... 3,032,052 | 8,090,315 | 15,121, 113 | 19, 807, 345
Floating—
Loans covered by
paper money.._.| 6 825 000 | 59,625,000 (221, 000, 000 675, 600, 000
'Pp-nry bands. 047,376 | 15, 108, 197 | 47, 946, 000
‘Tatal floating.. | 6,825,000 | 60, 572, 376 [235, 108, 107 {723, 546, 000
‘Total internal .| & 857,052 | 69, 262, 691 (251, 220, 310 {743, 353, 345 # 137, 064, 380
External debt: -
United States—dollars [116, 835, 144 |183, 675, 310 1183, 475, 310 {186, 393, 262 238, 205, 400
lE'rnnc&— mf@&mqula 924, 638, 593 807, 671, 338 {012, 455, 222 1891, 106, 222
1,629,853 | 8,651,945 | 3,847,351 | 4,530,818 + 4, 530, 828
90 90 1.
ﬁ ﬁ 22 | B a7 i r 449,000,000
1,259, 605 i
ins. 17, 000 218, 687 | 14, 218, 686 49,080,830
Norway—Norweglan 80, 18,25 4218,
Ekroner. 13,241,835 | 16, 467,417 | 16, €07, 417 116,497, 417
D::mnk—l‘)lnlsh 265, 850 268,840 +353, 840 .
ner.
S;eden—éwsdhh 173, 080 25,805 45,100,580
onor.
Bwitzerland—S wiass .
francs._..>. 73, 600 73, 600 4 78, 600
Total external 131, 840, 868, 400
1 Figures farnished by the Polish Legation, Weshington. 1 As of Mar. 1, 1925,
3 Zlotys. 4 ° 1 Asof May 1, 1824,
TasLe 75.—Poland—Receipts and wpmdauru, 1981-1985
[Converted trom marks to rloty on basis: 1921 .76 marks, First quarter 1923,
1 tloty=5613,52 markn, second quarter, 891,49 mnrh, third quarm, 1,024.97 mnkx and fourth quarter,
1,033.87 marks. (In nwnnndl of tlotys)}
lsm A dela P TI=e Année, 1928}
1021 1022 19281 10241 10260
. RECRIPTS
A 201,676 487,019 1,491,743
Btate 11,413 14, 556 133, 530
s, 72,222 47,808 358, 611
Total - M5,31L] 530,428 | 426,000 | 1,703,000 | 1,081,884
EXFENDITURES
A z 766, 263 734, 310 1,880, 231
State 115, 588 145,003 106, 343
3 45,019
Total. - 8§80, 852 879,318 | 1,119,800} 1,629,000 1,981, 598
Deflclt - -
Burplus. B M) ) mm 74, 000 1.

: ;mum mmhhad by the Polish Legation, Washington. 3 Sugar, salt, tobacco, lotteries.
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TasLE 76.—Russian State Bank, 19141817
[First of month figures, according to the Jullan celendar, now discarded; in thousands of rubles. Source: Reports of the State Bank]

bgmodn Goa hatd | BUver | gy ay sz“"'"'"m All gther |Total loans| Bank notes| Govern- [
and apecte | U9 and | oironsiY | loansend | and in ‘ment o
hehfln abroad eop}:r ‘counted deposits | deposits
Russia col
1014
January. , 527,78 167, 506 60,674 | 595, 660 476,327 | 1,071,087 | 1,004,652 | 607,808 620, 287
February. , 632, 159 108, 184 67,436 | 566,858 472, 1,089, , 621,326 | 664,132 572, 626
aroh , 555, 951 230, 580 71,922 | 456,053 372,228 828, , 621,073 | 463, 4 812, 643
pril , 509, 210, 326 60,503 | 423,047 371,106 705, 143 , 640, 067 | 457,113 630, 626
May , 381, 871 200, 301 74,374 | 378,035 363,057 739,002 9, 619,214
uno. , 501, 862 102,774 , 138 [ 385, 130 362, 089 748, 119 , 633, 748 , 870
July. , 809, 747 143,786 73,398 [+ 4086, 120 368,114 774,234 , 630,374 | 481,085 571,079
URUSt. , 604, 908 118,776 63,158 1 711,720 {.ooeeceno.. | 490, 462 , 202, 101 , 321,062 | 517,033 , 23¢
b , 611, 639 177,887 3 733, 806 175, 000 484, 127 , 372, 633 533, 575 | 230, 850 728, 289
Qctober. , 816, 000 215, 758 43,772 | 700, 0, 438 481, , 430, 108 697,483 | 208,350 718, 089
, 849, 285 216,437 4 0 [ 648,217 434, 241 491,172 , 671, 630 790,978 | 210, 564 803, 692
, 858, 343 214,618 637, 744 473,371 524, , 635, 814 846,046 | 211,173 71,739
w18
January. , 859, 088 172,510 4, 618, 808 663, 150 504, 323 280 6,583 | 220, 685 898, 610
...... , 568, 672 138, 49,540 1 543,614 1 1,000, 230 454,029 003, 873 059, 141 | 207,676 808,
, 567, 707 140, 202 54,167 [ 513, 1,130,438 452,865 098, 703 , 151, 514 y 1,130,802
570, 009 139, 804 , 459, 142 | 1,286, 553, 702 219, 547 312,710 | 204,588 1,081,933
........ ,871,287 | 130,020 | 55,417 | 800, L489,820 | 478,048 | 2,358,086 | 3,361,846 | 200,148 | 1,164,385
, 579,511 | 124,310 | 36,001 | 418,201 | 1,573,166 818,174 | 2,800, ,477,342 | 400,061 | 1,147,712
, 678, 861 99,067 413,236 | 1,589,361 | 770, 3,07 | 3,755 565 B85 | 1118412
) 535, 320 89,480 | 42,076 | 384,181 | 21467148 | 724,117 | 3,255 046 | 3 062 201,06 { 1,201,238
, 588, 842 B2,208 | 27,064 | 433372 | 2.423,02 6. 602,565 | 4,210,836 | 212,201 | 1,159 064
, 595, 150 37.415| 1.4 | w0, 2,650,417 | 971,105 | 4,001,604 | 4,593 22 1, 125, 461
, 608, 163 130,1 7,508 | 963,743 | 3,318,055 B804, 4, 518,967 5, 040, 538 | 211, 370 , 264,
1, 607, 263 227, 83,672 | 305,062 ( 3,289,089 | 1,000,720 i, 684, 870 5, 201, 318 | 314,104 1,274,413
w18 [
, 614,018 048,135 39,7971 382,232 | 3,270,138 858, 680 | 4, 508, 950 5, 616,824 | 271,174 1,489,800
618,628 | 758,305 | 44,439 | 375673 | 3,504,083 | 700,308 | 4,580,034 | 5,700,481 | 201,452 | 1,425,743
, 624, 097 45, 678 51,303 | 848,541 | 8,867,187 612,200 | 4,828,027 5 899, 088 701 1, 505, 947
,628,466 | 1,137,277 | 63,151 | 379,301 | 8,744,508 | 720,59 | 4,853,685 | 6,078,258 [ 211,022 | 1,533,167
reso,000 | Lawsool ensoo! usTo ! Segen! () [0} sz w0 | 2360 | ()




June.
July,

ugust,

Qctober.

U

Japuary.

August.

October. ¥

, 889, 800

~
o
=

£EEEER
saazss

"
£

140, 832
140, B85
141,024

118,918
110, 085
118,988
308, 014
308, 64

!

5

808, 623

EREEEEERRE

8,679,265
8,823, 716
3,873,

B11,714
762, 082
714,448
868, 309
3,029,
1,437,665
1,553, 270
1,408,388

1,791, 461

, 888, 115
053

, 850, 812

281,

, 867, 650

, 107, 410

) 102, 758

.-..-...._-.-.....-
BS
1o
@
]

JData misslng. -
. tIncludes ** Advanoes to the treasury for food purchases.”
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TasLe 77.—Russia—Soviet State Bank, condition of the issue department,
November, 1922, to May, 1826

[In thousands of chervontei, of 10 gold rubles each ($5.146). Source: Official semimonthly bank statements)

Adats
Drafts Total g:::-' ﬂuu‘:I
raf of erred | 2O
%"lf} S‘Ll)mr Plati- |Foreign| in Bills v::de'es assets | | to issue
and and |, pum | cur- |foreign| dis- on and | oy | per-
bullion | buliton | Pullion | rency gooas | Uabll-| Pipg " jmitied
ciesy ties | 4, oA
ment b:"“k
407 108 21} 200 315
588 410 1,503 | 1,118 388
, 130 384 245 m 2,670 | 1,930 749
5 455 246 4141 1,140 | 3,780 | 8,000 789
2, 711 304 1,140 & 4, 500 ]
, 765 |- 24| 1,114 7,659 | 6,000 1,650
920 58 316 427 L0181 2.684 | 9, 8, 000 1,008
, 959 63 21 438 2,310 | 2,700 | 10,761 | O, 600 1,181
5, 140 ki 551 397 , 113 | 3,130 | 14,405 | 13,500 208
', 490 78 1,808 605 | 5,080 | 18,638 | 18,400 28
3, 487 73 3,408 528 955 [ 4,260 | 23,755 | 23, 500 258
694 73 4 461 706 | 4,508 | 25,600 | 25,450 180
3, 741 20 4,677 447 | 6,720 | 6,280 | 26,961 | 26,776 185
578 110 5,485 448 720 | 60572 28, 28, 000 88
754 110 g, 437 320 | 7,272 | 30,395 | 30,300 a5
754 110 515 , 376 444 7,572 | 33,300 ( 32,800 800
Ko }}g [ 7.744 445 ) 34,700 | 83,800 900
43 | 9,006 243 | 10,472 | 7,152 | 36,700 | 35,200 1,500
% 111 743 | 9,875 348 | 12,188 38,200 | 36,700 1, 500
3 m 743 | 10,007 342 | I 5,905 | 40,250 | 38, 750 1, 500
11,429 7 19,003 243 ) 15,891 | 5,801 | 44,300 | 41,750 2,550
12, 680 743 | 9, 343 [ 19,340 | 6,875 | 49,050 { 46, 186 3,795
. {, 140 743 | 10,017 353 | 21, 8, B, 51,887 | 2,413
h 1,198 | 10,070 353 | 23,382 | 9,207 | 57,350 | 56,211 1,139
13,240 1, 10, 139 360 | 25,022 | B, 58, 57,719 967
1025
January 1 14,195 1,208 | 9,807 376 | 20,143 | 4, 59,750 | 59, 597 183
g;b’r&afy 14,914 1,208 | 9,885 382 | 20,144 | 2,146 | 57,750 | 55,025 2,75
A‘:ﬂl {,glsa 1,208 | 9,568 390 | 30, 57,750 | 56,055 1,606
K ] le 1,608} € 828 407 | 32,842 | 1,087 , 750 | 50, 430 720
g 1,830 | 4,680 1,005 | 81,250 | 00,439 811
TasLE 78.—Russia—Banking statistics, 1928-1925
(In millicns of chervonetz rubles)
[Source: Economic Bulletin of the Moscow Institute of Confuncture)
8tate bank Moscow joint stock banks 2
Caurrent accounts
Cmrrent accounts and | Loans and dis-
Loans and discounts Other deposits 3 onnts mﬁr
19221 1923 | 1924 | 1925
January 1 30.8f 313.7] 640. 5
352 333.3) 668. 5

-
=
N

1 Prom bank funds proper, exclusive of grain operations.
1 Ef‘duélwk"' Gover:;?;l (ﬁo;lur;mmrlét of minnee {funds and time
, Ban| '00] tive Russian B
Municipal Bank. pera sak.

g
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TasLe 79.—Russis—Nominal s of paper monsy in circulation, 19141988
! (in millions of rublesy
Figures to Oct. 1, 1017, from snnual reports and statements of the (Imperia]) State Bank; from Nov. 1,
1817, to Dec. l, ’m, from B. §. Katzenellenbaum's Russian Currency and Banking, 1914—192(, 1921 uui
m the Currency Administration, Viestnik Plnans